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INDEPEIIDENT AT,]DTTORS' REPORT

To the Honorable Mayor
and Members of the Municipal Legislature

Municipal§ of Hormigueros
Hormigueros, Puerto Rico

Report on the Financial Stalements

We have audited the accompanfng financial statements of the govemmental actiüties, each major fund,

and the aggregate ¡smaining fund information of the Municipal§ of Hormigueros (he Municipality), as

of and for the year ended June 30, 2015, and the related notes to the financial statements, which
collectively comprise the Municipality's basic financial statements as listed in the table ofcontents.

Management's Respnsibilig for the Financial Statements

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

A uditors' Respo nsibility

Our responsibility is to express opinions on 1[¡ss€ financial statements based on our audit. We conducted

our audit in accordance with auditing standa¡ds generally accepted in the United States of America and

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

Comptroller General of the United States. Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free fiom material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the

assessment ofthe risks of material misstatement ofthe financial statements, whether due to fraud or error.

ln making those risk assessments, the auditor considers internal control relevant to the entity's preparation

and fair presentation ofthe financial statements in order to desigrr audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of signifrcant accounting estimates
made by management, as well as evaluating the overall presentation ofthe financial statements.

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

LLP



Basis for Qualified Opinion on Governmental Activities

As more fully described in Note O to the financial statements, the technical i¡formation provided by the
the Administration of the Employee's Retirement System of the Govemment of Puerto Rico and its
ú:rstrumentalities (the Administration) to the pansion plan employers for the implementation of the
proüsions of the GASB Statement No. íS"Accounting and Financial Reporting for Pensions an
amendment of GASB Statement No. 27" and GASB Statement No. 7l "Pe¡rsio n Transition for
Contibutions made Subsequent to the Measurement Date, an amendment of GASB Statement No. 68",
have not been audited. Based on a preliminary and unaudited hformation provided by the
Administration, the Municipal§ recorded deferred outflows of resources, net pension liability, defened
inflows of resources and pension expense amounting to S1,693,547, §30,265,947, §242Q01 ar.d

S1,735,708, respectively, in the accompanying Statements of Net Position and Activities.

Qualified Opinion

In our opinion, except for the effects of the matter described in the "Basis for Qualified Opinion on
Govemmental Activities" paragraph, the financial statements referred to above present fairly, in all
material respects, the fi¡ancial position ofthe governnental activities of the Municipality as ofJune 30,
2015, and the changes in financial position thereof for the year then anded in accordance with accounting
principles generally accepted in the United States of Arnerica.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of each major fund and the aggegate remaining fund information of the
Municipality, as of June 30, 2015, and the respective changes in financial position thereof for the year

then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the managernenl's
discussion and analysis, budgetary comparison information, and the Schedules of Municipality's
proportionate share ofnet pension liability and contributions on pages 4 through 14, 60 through 62 and 63

through 64, respectively, be presented to supplement the basic financial statements. Such i¡formation,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplernentary i¡formation in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management's responses to our inquiries, the basic financial staternents, and other
knowledge we obtained during our audit ofthe basic financial statements. We do not express an opinion
or provide any assurance on the i¡formation because the limited procedures do not provide us with
sufficient evidence to express an opinion or proüde any assurance.



Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Municipality's basic financial statements. The Schedule of Expenditures of Federal Awards
is presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Ci¡cular A-133, Audrts of S¡ates, Local Governments, and Non-Profit Organizafions, and is also not a
required part of the basic financial staternents. The Financial Data Schedule supplemertary information
on pages 65 through 68 is required by the Uniforrn Reporting Standards of the Depa¡tment of Housing
and Urban Development, and is also not a required part ofthe basic financial stat€ments.

The Schedule of Expendirures of Federal Awa¡ds and the Financial Data Schedule supplernentary
information are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial stat€rnents. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and

certain additional procedures, including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards

generally accepted in the United States of America. In our opinion, the Schedule of Expenditures of
Federal Awards and the Financial Data Schedule supplementary information are fairly stated in all
material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

ln accordance with Govemment Auditing Standards, we have also issued our report datd
March 28,2016, on our consideration of the Municipality's intemal control over financial reporting and

on our tests of its compliance with cefain 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 intemal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on
intemal control over financial reporting or on cornpliance. That report is an integral part of an audit
performed in accordance wiih Government Auditing Standards in considering the Municipality's internal

March 28, 2016

Stamp 205454 was aflixed
to the original
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COMMO¡TIYEALTH OF PUERTO RICO
MTJNICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR EIIDED JUNE 30,2015

The following is a discussion and analysis of the Municipality of Hormigueros financial performance for the fiscal
year ended Ju¡e 30, 2015, which includes a narrative overview and analysis of the Municipality's financial
activities. This information should be read in conjunction with the basic financial statements and notes disclosures,
which follow this section.

FINANCIAL HIGHLIGHTS

. The assets and defened outflows of the Municipality, exceeded its liabilities and defened inflows at the
close of fiscal year 2015 by $701,191 (net position). Of this amount, S(30,610,059) represents the
unrestricted net deficit. This unrestricted deficit is the resuh ofthe implementation of 94§!§@9ry _N9,
@ "Accounting and Financial Reporting for Pensions an amendment of GASB Stalement No. 27" and
GASB Slalemenl No. 7l "Pension Trqnsition for Contributions Made Subsequent to the Meqsarement
Dote".

. Revenues increased 47o and expenses increased 9olo when compared with fiscal year 2014. Net position
decreased S55 1,762 in 201 5.

A positive net change in the fund balances of the Municipality's govemmental funds of $43,630 in the
fiscal year 2015 resulted in reported ending fund balances of 56,124,463 increasing l7o with respect to
2014 year. Approximately 38% of the total fund balances is un¡estricted (assigned or unassigned).
For üe fiscal year 2015, the General Fund reported an excess ofrevenues and other lmancing sources over
expenditures and other financing uses of$578,266. The unassigned fund balance amounts to $2,415,370 for
an increase of l3l7o as compared to 2014.

The investment in capital assets as ofJune 30, 2015 was $39,197,147 (net of depreciation).
Long-term debt increased to $47,453,594 as a result ofthe implementation ofGASB Statements No. 68 and
'7t.

On a budgetary basis, actual revenues exceeded actual expenditures by $ 1,291.276. After adding additional
resources ftom a readjustment ofprior year fund balance, total excess amounts to S I,46ó,276.

OYERYIEW OF THE FINANCIAL STATEMENTS

The Municipality's financial report comprises four components: (l) management's discussion and analysis
(presented here), (2) basic financial statements, (3) requied supplementary information and (4) other supplementary
information.

COMPOAIEVTS OF TITE FINAL'CIA I, PAqITIO\
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COMMOITWEALTH OF PTIERTO RICO
MI]NICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR Ef{Df,D JIINE 30,2015

Basic Financial Statements

G ov e ¡ n men l- lf i de Fin anc i a I S I atem e nts

The govemment-wide statements report information about the Municipality as a whole using accounting
methods similar to those used by private-seclor businesses. They are prepared using the flow of economic
resources measurement focus and the accrual basis of accounting. The first govemment-wide státement -
the Stqtement of Net Posirion p¡esents all ofthe reporting entity's non-fiduciary assets, deferred outflows,
liabilities and deferred inflows, with the difference reported as net position. Over time, increases or
decreases in the Municipality's net position are an indicato¡ of whether its financial health is improving or
deteriorating. Other non-financial factors such as the condition of the Municipality's capital assets may
need to be considered to assess the over¿ll health of the Municipality. The second statement the
Slqtement of Activil¡es - presents information showing how the net position changed during the year. All of
the current year's revenues and expenses are taken into account in the statement of activities regardless of
when cash is received or paid.

The govemment-wide statements report as govemmental activities the Municipality's basic services such
as public works and sanitation, public safety, culture and recreation, housing, welfare, and community
development, education and general administration. These activities are primarily financed through
property tÍxes, other local taxes and intergovernmental revenues. Included in the governmental activities
are the governmental funds.

Fu n d Fi n onc isl Stalem¿nts

The fund financial statements provide more detailed information about the Municipality's most significant
funds. Funds are accounting devices that the Municipality uses to keep track of specific sources of fi,rnding
and spending for particular purposes. Some funds are required by Federal and Commonwealth regulations,
as well as by bond covenants.

The Municipality's basic se¡vices are included in govemmental funds, which are used to account for
essentially the same funclions reported as governmental activities in the govemment-wide statements.
However, unlike the govemment-wide statements, the govemmental funds are prepared using the flow of
current financial resources measurement focus and the modified accrual basis of accounting. Under this
approach the financial statements focus on near-term inflows and outflows of extemal resources, as well as

on balances of spendable resources available at year-end. Consequently, the governmental fund statements
provide a detailed short-term view that helps the reader determine whether there are more or fewer
financial resources that can be spent in the near future to finance the Municipality's programs. Because this
information does not encompass the additional long-term focus of the govemment-wide statements,
additional information is provided on a subsequent page that explains the relationship (or differences)
between the government-wide and fund statements.

The govemmental fund statements focus on major funds. The Municipality's major funds are the general
fund (which accounts for the main operating activities of the Municipality) and funds that comply with a

minimum criterion that is. a percentage ofthe assets and defened outflows: liabilities and deferred inflows;
revenues or expenditures or based on the Municipality's official's ffiteria if the fund is particularly
important to financial statement users. Funds that do not comply with this criterion are grouped and
presented in a single column as other govemmental funds.



COMMOIYWEALTH OF PTIERTO RICO
MT]MCIPALITY OF IIORMIGUEROS

MANAGEMENT'S DISCUSSION A¡ID ANALYSIS
YEAR ENDED JT'NE 30,2OI5

. Notes rofrnancial statemcnls

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

Required supplementary information

The statements and notes are followed by the required supplementary information that contains the budgetary
comparison schedule for the General Fund, the schedule of Municipality's proportionate share of net pension
liability and the schedule of Municipality's contributions.

Supplem€ntary information

The supplementary information also includes a financial data schedule containing financial information of the
Section 8 Housing Choice Voucher Program administered by the Municipality.

FINANCIAL ANALYSIS OF THE MUNICIPALTTY AS A WHOLE

Net Position - the following table presents a summary of the Statements of Net Position as of June 30, 20 t5 and
2014

TABLE I

The Municipality implemented GASB Statements No. 68 and No.?l effective July l, 2014. The 2014 amounts
presented have not been restated to reflect the implementation ofthose Statements.

Assets
Cure¡t and other ass€ts

Capital assets

Total rssets

Deferred outflorvs of resources

Liabilitics
Cunent and other liabilities
Long-tern liabilities

Totsl l¡abilities

Deferrcd inflows of resources

Net Positioir
Net investmeút in capital assets
Restricted
Unreslricted (deficit)

Total net position

19.197.147

$ 49,443,883

1,693,54',7

t.4r r.385
47.453,594
48,864,9',t9

1.571.257

28-753,544
2.557,7M

(30.6r0,059)
701- t 9l

I t,5t7,281

21.744.4',t2



COMMOI\Mf,ALTH OF PtIf,RTO RICO
MT]MCIPALITY OT HORIIIIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JI]I\TE 30,2015

Net position (difference of non-fiduciary assets, deferred outflows versus liabilities and deferred inflows) serve m a
useful indicator of a govemment's financial position. Over time, increases or decreases in the Municipality's net
position is one indicator of whether its financial health is improving or deteriorating. At June 30, 2015 assets and
deferred outflows exceeded its liabilities and defened inflows by S70l,l9l. Of this amoung $(30,610,059)
represents an unrestsicted deficit. This unrestricted deñcit is the part of net position that can be used to finance day-
to{ay governmental operations withoul constrainls established by debt covenants, enabling legislation or other legal
requirements. This deficit primarily arises from the implementation of GASB Sralement Nu 6E "Accounting and
Financial Reporting for Pensions-an amen&nenl of GASB Statement No. 27" and GASB Stalem¿nt No. 71
" Pension Transition for Contributions Made Subsequent to ,he Meqsurement Date". lt order to implement the
Statements, a prior period adjustment was made to the Municipality's July l, 2014 net position. This prior period
adjustment and other miscellaneous adjustments decreased the net position by $28,068,601 (from $29,321,554 to
§l,252,953). Restricted net position represents resouces that are subjecf to extemal restrictions on how they may be

used.

The largest portion of the Municipality's net position reflects its investment in capital assets (land, buildings,
equipment, and infrastructue) less accumulated depreciation and less any related outstanding debt used to acqu¡re
those assets. The Municipality uses these assets to provide services to its citizens and, consequently, these assets are

not available for future spending. The resources needed to repay the debt related to these capital assets must be
provided Aom other souces because capital assets are not generally liquidated for the purpose of retiring debt.

Chanses in net position - the following table summarizes the changes in net position for the fiscal years ended
2015 and20l4:

TABLE 2

Program revenues:
Fees, fines and charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Municipal license taxes
Sales and use taxes
Grans and contributions not restricted to
specific programs
lnterest
Other
Total revenues

Governmental Activities
20t5

2,t22,171
|,74t,377
1,108,785

2,937,t40
2,437,933
2,174,257

4,099,388
126, r08
209-l5l

16,956,310

2014

2,819,789
t,602,660
t,399,637

2,858,314
1,374,856
|,936,'772

3,892,2M
130,253
279.352

16,293,839



COMMONWEALTH OF PUERTO RICO
MT]]VCIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION A]\ID ANALYSIS
YEAR ENDED JT'NE 30,2OT5

Expenses:
General govemment
Public works and sanitation
Public safety
Culture and recreation
Health
Housing, welfare and community development
Education
Interest on long-term debt
Total exp€rses

Change in net position
Net position at beginning ofyear
Prior period adjustment, GASB No. 68 and 7l
Net position at beginning ofyear, as restated

Net position-end of year

628,6t7 66,759
17,s08,072 15,990,707

(551,762)
28,992,337

(27,739,384)
t,2s?,9s3

70r-t9l

Governmental Activities
2015

8, t36,808
3,t42,883
1,123,00s
1,915,l7l

366,782
2,04'7,548

t47,258

2014

6,897,677
3,124-788
1,047,875
1,753,150

367,842
1,898,449

234,t67

303,t32
28,689,205

28,689,205

$ 28,»2,337

The Municipality implemented GASB Statements No. 68 and No.7l effective July l, 2014. The 2014 amounts
presented have not been restated to reflect the implementation ofthose Statements.

The three major sources of revenues ofthe Municipality in fiscal year 2015 are: unrestricted grants and contributions
(24o/o), properly l¿xes (17%) and municipal taxes (14%). The following @! illustrates the revenue comparison
between 2015 and 2014:

r*l*fñrr¡rB
ffi/ffi-¡rü¡ttt¡E
E¡dYÉrir&llÚb{,Ultdúra

$00,m
{m,m
xsm,m

xm,m
2,5m,m

¿oo,m
1,1&m

1,m,m
5(D,00

ü15
* nll

e

Crl.ir tt!.Ed ¡5r.t 0i
clrll.

qr-¡ c"i, Prqrt
t¡ra trü &

llüa S¡¡.¡d
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HOR]ITIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,2015

Total revenues increased 40á due mainly to the net effect of a 779'0 incrcase in municipal taxes and a 25%o decrease

in fees, fines and charges for services. The Municipality improved its collection efforts of municipal license taxes
resulting in an increase in revenues. The decrease in fees, fines and charges for services occurred mainly due to a
reduction in the compensation in lieu oftax ("CELI") fiom PREPA reported in 2015. The compensation in lieu of
tax ("CELI") reported as government-wide revenue of$ 1,162.2ó5 represents an estimated amount since PREPA has

not reported to the Municipality the actual CELI to be reported in ñscal year 2014-2015. For 2014 year the actual
CELI reported as govemment-wide revenue amounted to S 1.862.939.

The Municipality's expenses cover a range of services. The largest expenses are general govemment with 46% and

public works and sanitation with 180/o. Total expenses increased 97o when compared with fiscal year 2014. The main

reason of this is an increase of 18% in general govemment function. due to (l) an increase in retirement plan

contributions. (2) additional expenses resulting in a negative CRIM final liquidation. and (3) other miscellaneous

expenses. In addition. the Municipalit¡ reponed an increase of97o in culture and recreation expenses mostly due to
increases in payoll and retirement plan contributions. As a result. the net position decreased S551.762 or -2829ó

with respect of prior year change in net position. The following E!g!Ig-¿ illustrates the expenses comparison
between 2015 and 2014:

ü,nic¡lg,ry of Hornigtf{!6
@Y€,,,/ng,,,h/lAcliYitis- Exl(,,/§*§ ry Func/io,t

Fiscat Y€Értr Ended June il, m15 and NU

A
m

o

u

n

t

9,000,000

8,000,000

7,000,000

6,00,0,000

s,000,0fi)

4,000,000

3,0m,000

2,000,000

1,0m,000

r 2015

12074

Hds¡lo, *rrs En'Eü6
trlr[-!r

Pürasaq conft,É

Funct¡ons

The Statement of Activities repons revenues and expenses in a fbrmat that focus on the net cost of each function of
the Municipalit). Both the gross and net cost of the function. u,hich is other$ise being supponed b¡ the general
govemment revenues. is compared to the revenues generated directl) b) the function. This Statement reduces gross

direct expenses. including depreciation. b) related program re\enues. operating and capital grants. and

contributions. The foilouing table discloses l0l5 and 2014 expenses net of program ¡evenue and the general

rcvenucr a\ailable to linance remaining co:ls:



COMMO¡MEALTH OF PT]ERTO RICO
MI]MCIPALITY OF IIORMIGUEROS

MANAGEMENT'S DISCUSSION A¡¡D ANALYSIS
YEAR ENDED JT]IYE 30,2OI5

TABLE 3

Net expenses
General govemment
Public works and sanitation
Public safety
Cultu¡e and recreation
Health
Housing, welfare and community development
Education
Interest on long term debt
Total etp€ns€s, n€t of progrem revenues

General revenues
Taxes
Grants and contributions not restricted to
specific programs

Interest and other
Totrl general revenues

Change in net position

2015

T (52r 
'J55)(2,t83,147)

(r,040,045)
(t,879,969)

(3«,782)
(1,078,366)

(147 2s8)
(628,6t7)

(12,53s,73e)

7 ,549,330

4,099,3EE
?1§ )§O

I t,9S3r97

2014
(3350,.8eD
(r,659,871)
(r,038,583)
( r,719,645)

(367,842)
(630,863)
(234,167)

(t0,168,621)

6,t69,942

3,892,26
409

10,47 t,7 53

§_______a¡J§2t t32

The Municipality implemented GASB Statements No. 68 and No.7l effective July l, 2014. The 2014 amouns
presented have not been resiated to reflect the implementation ofthose Statements.

Some of the cost of govemmental activities was paid by those who directly benefited from the programs and other
govemments and organizations that subsidized cetain progr¿ms with grants and contributions. The net cost of
services was not covered by other general revenues, as disclosed in the above table-

FINANCAL ANALYSIS OF TEE MUNICIPALTTY'S FUNDS

Government¡l funds - the focus ofthe Municipal¡ty's govemmental funds is to provide information on near-term
inflows, outflows and balances of resources available for spending. Such information is useful in assessing the
Municipality's financing requirements. In particular, unassigned fund balance may serve as a useful measure of a
Municipality's net resources available at the end ofa fiscal year ils they represent the portion of fund balance which
has not yet b€en limited to use for a paficular purpose by either an external party.

For the fiscal year ended June 30, 2015, the governmental funds reported ending fund balances of$ó,124,463, a net
increase of M3,630 (or l%) in comparison with the prior year. Of the total fund balances, §2,357,499 (or 3E%)
constitutes unrestricted fund balance, of which §1,712,730 (o¡ 28o/o\ are unassigned funds. The remainder of the
fund balances is restr¡cted to indicate that ¡t is not available for new spending. Following is a summary of the
financial analysis ofthe Municipality's major funds:

l0



COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30,2OI5

Gene¡sl Fund

The general ñ¡nd is the operating fund of the Municipality. The fund balance of the general fund of
$3,060,139 represents approximately 50% of total ending ñ,rnd balances. Of the total fund balance 2l% is
assigned mainly for capital outlays, public works, and general govemment purposes. The remainde¡ ofthe
unrestricted fund balance of$2,415,370 is unassigned fund balance, which represents 79% ofthe total fund
balance of the general fund. Unassigned fund balance increased li l% with respect to the prior year. The
total fund balance is distributed befween (l) Fund 0t of S2,533,867 and, (2) other special funds of
S585,659. These special funds represent activities of the general fund which fund balance is assigned for
specific purposes.

During the fiscal year the fund balances ofthe general fund increased by $ 578,266 or 23o/o when compared
to 2014. The main sources of revenues oflhe general fund in fiscal year 2015 are: taxes (property taxes,

sales and use taxes and municipal license taxes) with 45%, intergovemmental subsidies from the
Commonwealth with 33%, and charges for services wlfh zlyo. Revenues increased by $1,056,095 or 97o in
comparison to 2014. The increase in revenues was caused mainly by:

a) Municipal license taxes (62%) - the Municipality increased its collections effons and üe amount
of "patente suspenso" collected in 2013-2014 fiscal year that was recognized as revenue in 2014-
2015 was higher than the "patente suspenso" amount recognized as revenue for 2013-2014.

b) Fees. fines and charges for services ( l0olo) - increase in the compensation in lieu of tax ("CELI")
ftom PREPA. The amount reported as revenue represents an estimated amount since PREPA has

not reported to the Municipality the actual CELI to be reported for fiscal year 2014-2015.

As disclosed above, the general fund is distributed between Fund 0l and other special funds. The increase

in general fund of$578,266 is the net effect of: (l) a positive change in fund balance of$1,370,236 in Fund

0l and, (2) a negative change of §(791.970) in the olher special funds. The negative nel change in fund
balance of $(791,970) was caused by capital outlays and general government expenditures fiom special
funds whose resources were earned or provided in previous years but fu¡ds were expended in cunent year.

The largest expenditures of lhe general fund are general govemment with 56% and public works and

sanitation with 16%. Expenditures increased 57o in comparison to 2014 due to an increase in capital
outlays.

Communiry Developmenl Block Grunt Prugrum Fund("CDBG")

The CDBG Fund is composed of the Community Development Grant Program\State's Program. received

through the Oflice of Commissioner of Municipal Affairs, a Commonwealth's govemmental agency. With
respect to previous year, the CDBG fund operation presents a decrease of $15,816 in revenues and an

increase in expenses of $67,525. The increase in expenditures was mainly in capital outlays expenditures
for the improvement of Lavadero's recreational facilities. Fund balance presents a deficit as liabilities and

defened inflows ofresources exceed assets for unavailable revenues recorded.

Commonweallh Legislnure Resolutions Fund

This fund repon revenue sources from grants provided by the Commonwealth's Legislature restricted for
specific purposes. During the 2015 the fund balance decreased S289,849. The fund received 287o less

revenues and expenditures increased by 5700,853 mainly due to capital outlays. These grants are restricted
for the construction ofcapital projects, public works and welfare.
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COMMOI\TWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGI]EROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR f,NDED JT]NE 30,2OT5

. Debl Sen'ice Fund

The debt service fund had an increase in fund balance during the current year of §51,152 for a total fund
balance of$1,074,914 which represents l8% oftotal fund balances. The increase results Íiom an increase
of 77o in ¡evenues during 2015 mainly on property taxes deposited in the redemption funds. The fund
reported other financing uses of S360,257 of which §359,545 represents a transfer to the general fund of
excess fi.rnds of IVU Municipal Redemption Fund. This excess of funds may be transferred to the
Municipality's general fund as authorized by Municipal regulations.

. Bonds and Notes Issuance Fand

The Municipality repons in this fund the bonds and notes issued though the Govemmental Development
Bank of Puefo Rico ("GDB"). The fund expended $335,088 in public works projects during 2015.

GENERAL FUND BUDGETARY HIGHLIGHTS

The Municipal budget is prepared for the General Fund following the requirements of the Autonomous Municipal
Law of 1991, as amended. [n order to demonstr¿te compliance with budget regulations and accounting standards, the

Municipality presents a budgetary comparison schedule of the general fund as a required supplementary
information. This schedule is prepared under a budgetary basis of accounting, which is different Íiom accounl¡ng
principles generally accepted in the United States of America ("US GAAP"). Revenues are generally recorded when

cash is received and expenditures are generally recorded when the related expenditure is incurred or encumbered.

The general fund original budget for the fiscal year 2015-2014 presented an increase of $205,958 with respect to
prior year original budget. Budget revisions during 2015 (a readjustment from prior years fund balance) amounted to
$175,000 for a total revised available budget of $11,097,722. Actual revenues exceeded revised budgeted revenues

by $1,222,061 (net). The Municipality also reported a positive variance of S241,928 between revised budgeted

appropriations and actual expenditures. Actual revenues exceeded actual expenditures by § 1,466,276.

CAPITAL ASSET AND DEBT ADMINISTMTION

Capital assets - at the end of the fiscal year, the Municipality had invested 539.197,147 (net of accumulated

depreciation) in a broad range of capital assets, including buildings, parks, roads, bridges, land and equipment.

There was no significant fluctuation when compared to 2014. The following table discloses the capital assets

balances as ofJune 30.2015:
TABLE 4

Cop¡tal Asse8, ,rd
As

Governmental Activities

\on-depreci¡ble asscts:
Land
Constnrction in progress

Depreciable essets (net):
Land impro\emenG
Buildi¡gs a¡d buildings impro\ements
lnfrastructure
Vehicles. machinery and equipment
Total

s 8-2ó3.862 $ 8.263.862
1.606.075 556.853

939-699 t.018.960
2 r.995.'193 22.668.759
4-665-111 4.989.1s4

2015 201{

t-726-571 1.721

5 39.197.117
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HOR]VIIGUEROS

MANAGEMENT'S DISCUSSION A¡ID ANALYSIS
Yf,AR f,NDED JI,JNE 30,2015

The Municipality's major capital projects that were still in construction and the related construction in progress cost
as ofJune 30, 2015 a¡e as follows:

. "Plaza del Mercado" - $545,099

. "Mejoras a facilidades recreativas barrio Lavadero" - 5390,974
o "Nuevas celdas sistema de relleno sanitario" - 5209.250
. "Proyecto Viviendas Lavadero de Oro" - $176,245

During the fiscal year 2014-2015 the Municipality completed and transferred various projects to buildings and
building improvements including: the "lnvemadero San Romualdo" with a total cost ofS199,756 and "Restauración
Muro Valle Hermoso Arriba" with a total cost of $85.886.

More detailed information about the Municipality's capital asseis is presented in Note E to the financial statements.

Lonq-term debt - At year-end, the Municipality had 513,255,000 in general and special bonds and notes. The
Municipality did not issue long-term debt during 2014-2015 year. Long-term debt increased 157% to $47.453,594
with respect to 2014. This significant change primarily arises from the implementation of GASB Staremenl No. 68
"Account¡ng qnd Finqnciql Reporting for Pensi¿¡ns an qmendment of GASB Stotement No. 27" artd GASB
Slatement No. 7I Pension Tronsit¡on .for Contibutiotts Made Subsequent to the Measurement Date . The
Municipality, as a cost-sharing employer reponed its proponionate share ofthe pension plan's resulting net pension
liability fiom Statement No. 67 based on the their respective individual proportion to the collective net pension
liability of all the governments participating. The following is a summary of the Municipality's outstanding debt as

ofJune 30.2015 and 2014:
TABLE 5

The Municipality implemented CASB Statements No.68 and No.7l effective July 1,2014. The 2014 amounts
presented have not been restated to reflect the implementation ofthose Statements.

More detailed information about the Municipality's long-term liabilities is presented in Note F to the financial
statements.

ri

Marúng lrrqaaúrMt

(;encral and special obligation bonds and notes
Note palablc to CRIM - financing ofdelinquenl accounts
Pa¡able ro CRIM- n.gative propeñ) la\ liquidation

cufTent ) ear

Palable to COFIV
I'alable 1() PREPA
( ompensated absences
('hristmas bonus palable
[)stimaled landl']ll closing cosls

Nel pension liahilit)

Tot¡l

r3.255.000
3.388

{68.158
1221t

176.851
t.{87.337

t85.628
t.398.81.1

30.265.917

2014
t1.255.000

3.588

262.177

9.18.9t5
t.J51.563

t83.635
t.36t.5t2

.17..151.59{



COMMOIYWEALTH OF PT'ERTO RICO
MT]NICIPALITY OF HORMIGUEROS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JIJNE 30,2OI5

ECONOMIC FACTORS AND NEXT YEAR'S BWGET

The Municipality's oflicials considered cenain factors when establishing üe fiscal year's 2015-2016 budget. One of
these factors was the economy. Among economic areas considered were the estimates for the growth or decline in
population, personal income, housing statistics a:rd unemployment rates. The Municipality's unemplolment rate at
the end of fiscal year 2015 stands at I 1.ó%, and the Commonwealth rate stands at 12.4oá.

For year 2015-2016 the Municipality applied a conservative approach in üe development of budget esdmates.
Amounts available for appropriations in the General Fund are $10,602,997 representing a decrease of approximately
3% with respect to prior year estimates. If these estimates are realized, the Municipality's budgetary general fund
balance is expected to increase modestly by üe close of the 2015-2016 fiscal year. In addition to the general fund
estimated budget, the Municipality plans to submit to the Federal and Commonwealth govemment fund proposals
for welfare and community development as well as permanent capital improvemens and public works.

The Commonwealth of Puerto Rico is facing a severe hnancial crisis. Credit rating agencies have been downgrading
theü rating on the Commonwealth debt obligations based on among other problems, in yean of deficit hnancing,
pension underfunding, budgetary imbalance and a prolonged economic recession. These downgrades may have a
significant impact in the economic environment of Puerto fuco and the Commonwealth Govemment, its
instrumentalities and the municipalities in critical areas such as access to markes and liquidiry for the current fiscal
year and thereafter. Therefore, üe participation ofthe Municipality in the bond market has been delayed waiting for
the credit rating ofüe Commonwealth and its inst¡umentalities to improve or for more favorable ma¡ket conditions.

CONTACTING TH E MUNICIPALITY'S FINANCIA L MANAGEMENT

This financial repon is designed to proüde ou¡ citizens, taxpayers, and c¡editors wiü a general overview of the
Municipality's finances and to demonsrrate the Municipality's accountability for the money it receives. If you have
any questions about üis repon or need any additional information contact üe Finance Department at üe
Municipality of Hormigueros at P.O. Box 97, Hormigueros, Pueto Rico 00660.
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COMMO¡TWEALTE OT PUERTO RICO
MUMCIPALITY Otr' HORJ}ÍIGT'EROS

STATEMENT OF NET FOSITION
JUNE 30, 2015

A§SETS
Cash and cash equivalens in commercial banks

Cash with fiscal agant

Rec€ivables, net:

Municipal license taxes

Rent
Others

Due fiom:
Commonwealtl¡ Government

Feder¿l Govemment

Restricted assets:

Cash and cash equivalents

Cash with fiscal agents

Other assets

Capital asset§:

Land and constn¡ction in progress

Oth€r capital assets, net

Total capital assets, net

Total assets

DEFERRED OUTFLOWS OF RESOTJRCES
Defer¡ed outflows related to pension

Total Deferred Outflows of Resources

LIABILITIES
Accormts payable and accrued liabilities
lnterest payable

Due to Comnonwealth Govemment

Long term liabiliües:
Due within one year

Due in more than one year

Total li¡bilities

DEFERRED INFLOWS OF RESOURCES

Municipal licerse taxes received in advance

Deferred inflows related to pension

Total Deferrcd Inflows of Resources

NETP'OSITION
Net investment in capital assets

Restricted fo¡:
Capital projects

Debt service

Other purposes

Unrestricted (deficit)

Total net position

The accompanying notes ar€ an integral paft ofüis statement.

Governmentsl
Actiüties

$ 2,418,330

1,814,871

1,703

117,980

19,2r3

760,535
218,601

799,903

3,896,504

199,096

9,869,936
29,327,211

39,197 ,14'l
49,¿143,883

$ 1,028,594

31t,872
70,922

I,796,130
4s,657,464
48,864,982

1,329,056

24220r
t,57 t,257

28,753,544

386As2
1,666,974

504,280
(30,610,059)

-§ 701.121-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALTTY OF HORMIGUEROS

STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED JUNE 30, 2015

Prorrsm Revenuer

Fees, Fines and
Chrrges for

scrücesExpenses

8,13ó,808
3,142,883
I,t 23,005

I,9t 5,t 71

366,782
2,047,548

t47,258
628,6t7

l_llJ.o&072-

Operatlng Cspltal Gr¡ntg
Gr¡nts and ¡nd

Contrlbutlons Contrlbutlons

Net (expenses)

revenue¡ and
chsngs in net

position

$ (s,211,555)
(2,r 83,147)
( r,040,045)
(r,87e,e6e)

(366;182)
(l,078,366)

(t47,2s8)
(628,617)

Iunctlons
Governmcnt¡l Actlvltles:

Gen€ral govemment

Public works and sanitation

Public safety
Culture and rocreation
Health

Housing, wqlfare and community development
Educatioñ

lntsrest on long-term debt

Total

2,060,336
23,068

35,202

s,5es

741,763
75,8t8
82,960

840,836

123,154

8ó0,850

124,78t

-§-21241- -§-),1!-gL -§-l,l-qg]$- (r2'535'73e)

Geltcr¡l rcvcnuer:
Tares:

Property taxes

Munic¡pal license taxes

Sales and use taxes

Crants snd contributions not restricted to sp€cific programs

lnt€rest

Othsr
Total Senersl reverue¡

Chrrge ln net posltlon

Net posltlon ot beglnnlng of ye¡r, ss rert[ted
Net pGltlon ¡t cnd of ye¡r

2,937,t40
2,437,933
2,t'14,257
4,099,388

| 26,108

209, t 51

|,983,977

(ss1,762)

I,252,953

_$_zg.rJg_

The ascompanyirig notes arc a¡ integral part of this statsment.
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COMMO¡TWEAI;III OF PUERTO RICO
MTJ¡TICIPALITY OT EORMIGT'EROS

RECONCILIATION OF THE BAI-1INCE SIIEf,T OF GOVERIYMENTAL FI'NI'S
TO TIIE STATEMENT OT NET POSITION

JIJIÍE 30, 2015

Toarl goveñmental fürd b¡I.¡ce.

Amounts r€po.ted for goveÚñenlal activities in the Statement ofNct Position

arc differeftt b€cause:

Capital assets used in govemncntal actiüties a¡e not financial r€sou¡rcs

and, therefore, a¡e not rcportcd in lhc ñ.¡nds:

Othcr assets used il govedmcotal activities a¡e llot cu¡rErÍ ñnancial

ñnancial resources and the¡efore ar€ not rcpo¡ted in the funds:

Olher assets - cash deposit

Other assets are not available to pay currcnt-period expenditu¡es and,

thereforc, are reported as defeí€d inflows of resou¡ces in üe funds:

Receivables:

Municipal properties rent

Due fiom Commolwealth Govcmment:
GDB-Municipal Redemption Fund

GDB - Municipal Developmq¡t Fund

P.R. D€pa¡tment ofTrrasury - Christmas bonus ¡eimburs€ment

P.R. Depa¡tmeot oflabot - La¡¡#52

Coúmotrwealth Legislaturc Rcsolutions

P.R. Electric Power Authority (PREPA)

OCAM. CDBG 108,638

tt5,721

91262
23,621

46,«6
92,500

t7
376,851

(12,684,000)

(3,388)

(1,48?,337)

(185,628)

(468,158)

(12271')
(30265,941)

(1,398,814)
(37ó,851)

6,124,463

39,197,147

25,151

855,278

1.693.547

(70,202)

(46,E82,594)

(242,20t\

_!_____zq!gl

Defe¡¡ed oudlows of resources related to pensions not recogniz€d in lhe Sovemmeotal
futrds balatrce sheet:

I.trtersl liabiliúes ar€ not due and payable i¡ üe currert period atr4

thcrcfore, a¡e llot reportcd in funds

lrng-tem liabilities, ircluding bonds payable, aIe not düe a¡d Payable
in the cur¡ent period an4 the¡efore, are uot rcported in the funds:

General obligation bonds añd notes

Note payable to CRlM-finaacing of delinquent accounts

Comp€nsated absences

Ch¡isunas bonus payabte

Prior year property tar
Debt to coFIM
Net Pension Liability
Estimared la¡dfill clositrg costs

P.R Electric Power Authority (PREPA)

Defer¡ed i¡florvs ofrcsources r€lated to pensions not rccognized it¡ the govcmñcntál

fi¡nds balance sheet:

Net porition of govemEetrt l ¡ctiüde!

Thc accornpa¡¡ng notes a¡e ar intcgral paft of this statement.
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COMMONWEALTH OF PUERTO RTCO

MUNICIPALITY OF HORMIGUTROS

STATEMENTOF REVENUES, f,XPENDITUN,ES AND CHANGAS IN FUND BAIJ\NCES (Df,FICIT).
GOVERNMENTAL FUNDS

FISCAL YEAR DNDf,D JUNE 30,20I5

Mdor ruldt
Commr ly
D.v.lopñ.¡rl
Bloct( Gr¡¡i

G.trerd Pro¡r¡m

Comñorwc¡llb
Laglrl¡trro

4ló.540

Bordr ¡nd
Debt Nole larü¡nce

s.al.. Fu¡d

1,IL4,427

496.870

t.l I7

Oih.r Tor¡l

Municipal licens€ lax.s
$l.3 and usc laxca

Int.rgovcmñcnl¡l:
Co¡nmonw.allh Covemmenl
Fadcr¡l Covemmcnl

F..s. finls ¡¡d charsls for s.rviccs

Totrl R.vcnü.r

trp.rdltürct
Curcntl

G.ncral govcmmcnl

Public works snd sán¡talion

Pübtic aatcly

Cüllur€ and rccrcotion

Healrh

llousing. wclfore ¡nd com muniiy dcvclopmcnl
Educalion

Capiralourlays
D€bl sefvicc:

Pr¡nc¡p¡l
lnrer€r
Tol¡l Gtp.ndllürct

Ercsr (d.flclcmy) of rlvenue! over e¡pendltürc

Othcr ln¡rclÍg roürc.. (ur6):
TransÍc.3 in

Tot¡l oth.r ñr¡nclng rourc!¡ (ur€!)

N.t ch¡n8eln fund b¡l¡ñce! (deflcll)

§ 1.822,713

2,411,933
t,58ó.445

4,196.547

2,675;t29
t 4,06t

t40,094
12.873,522

782.500

429,632
1,2ó0.1E7

45,3t5
3.25ó

ó0,ó25

t,799,0!5

$ 2,917,t40
2,417,913
2,081,3 t5

5,0ó2,7t9
2,042,6A7

2.121.064
t26.t08
200.719

t7,ól t,ó85

7,588,213

2,246,2a5
910.4ó2

t,059,ó9t
357,249

1,845,5t 8

25.13ó
2,O74,191

827.000
ó34.¡10

t7,5ó8,055

l,ór2,414

827-000

ót4.t t0

to1.674

7,030,0s8
2.018.532

90l.l8l
1,039,891

357,249

555,482

25.|]ó

12.502.882

4ó7,931
(260,305)

782.500

:23,310

:uo

,r,ioo

14t.495

--------------.-
5ól,ló9

436,540

47.601

.

urr,i$

t07.ó74

349

n,8-22

:

1tó.917

434,49ó
t6t,366

9.279
t9,800

1.194.436

,ut,*o

370.ó40 22t.l3l (289,84e) l5l.l04

72ó.389 13ó1,310

2ó0.t05

335,088 t,98t,0t7

1227,4141

(107,ó74)
(r07,ó74)

(l8t,982) 43,630

22l,l3l (289'84e)
(341,92t) 664,754

s 1120.792t S 174.C05

5t,t52 (]]5,088)
1.023,762 1,902.588

§ t.074.914 s 1.5ó7.500

728,236
(728,2361

(t81.982) 43,630
't49.779 6.080.833

s 161.797 S ó.t24.4ól
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COMMONWEALIE OF PUIRTO RICO
MUNICIPALITY OF HORMIG{JEROS

RECONCILTATION OFSTATEMENT OF REVENUES, EXPENDTTURES AND CHA¡{GES IN FUND

BALA¡{CES @EFICIT) - COI'ERNMENTAL FT,INDS TO THE STATEMENT OF ACTI!'ITIES
FISCAL YEAR ENDf,D JUNE 30,20I5

Net ahange ir futrd bd¡ncc§ (d€fcit) - tot¡l govcmma tl funds

Amomts reporled for govertrment¿l activiries in the Stateúeot ofActivities are differEnt

Goveñmenlal fu¡ds r€port capital assets outlays as expe¡ditures. However, in the

Statemeot ofActivities, the cost ofthose ass€ts is allocated ove¡ lheir estimat€d

useful lives a¡d repoled as depr€cialion expense:

ExpendituEs for capital assets

Less: cuÍerl year depr€ciatio¡l

Coveñmental ñr¡¡ds only rEport the proceeds rÉceived in úe disposal ofas§€ts. In tlrc
StatemeDt ofActivities, a gain or loss is r€poled for eách disposal. Thus, the change

i.o oet positior differs &oú lte change itr fi¡rd bala¡ce by üe cost ofthe
disposed as§€t

Revenues in the Statcmetrt ofActiviti€s that do Dot provide curelt ñna¡cial r€sources

arE oot ¡eported as revmues in the ñ¡¡rds:

Receivables:

Municipal p'roperties retrt

Intergovemmental - Commonweallh Covemment:

GDB-Mrmicipal Redeúptior Fund

GDB-Mutricipal Development Fund

P.R. Depariment ofTreasury - Chrislrnas boDl§ reimbursemmt (curre¡t)

P.R. DepaÍment of Labor - Iáw#52
OCAM - CDBG

Revenues repoted ü futrds which arE [ot rcpoled ¡s r€verues iD the Statemmt

of Activities:
Sales a¡d us€ tax

P.R. Depá¡he of Treasü¡y - Cbristmas bonus reimbu¡s€metrt (Fior year)

P.R. Electric Po{¡er Aurhority (PREPA)

OCAM . CDBG

Expeoditures reported in ñmds which arc not reponed as expeDses ir lhe Stateúent of
Activities:

Ma¡ÍEd bonds principal paymenls (net charge)

Mmicipality's contributions to tbe p€nsioE plaD in curent year

Repayment of loog-term debt is an erpeDditu¡E i¡ the govemEentál funds, but reduces

long-terD¡ liabilities itr tle Stateme¡t ofNet Position:

General obligatioD bonds and notes

Olher long-term liabilities

Some cxpe$es rEponed itr ihe StateoeDt ofActivities do oot rEquire the use ofcuÍeDt
fltraftiál resoüces atr4 therefore, arE Dot ref:ofed as experditu¡es in lbe govemmental

ñ¡ods:

Ch¡isEras bonüs

Estimated landfll clositrg cost§

Coñp€¡sared absenc6
DEbt io COFIM
Pensioo

CRIM - Property tax fmal seslemetrl cu¡reot year

Accrued interest (oet change)

C'h¡nga in net positior of govcr¡rocnl¡l rdiütic§

The áccompatryilg rctes are a¡r ütegml pan ofthis slatemeDt.

s 2,074,191
(2,054.402)

43,630

19,19r

( 16,419)

166,9ll

(r,0052E4)

487.490

1,897,9tE

(2,345,801)

-§-l§!lJ§¿I

4226

9t 262
23,621
46,66ó

92,500

____!!cÉ]!_

( r 1,670)

(91.818)
(512.0641

(329;732',1

( r 73,000)
6ó0,490

l,000,000
t97,918

(r85,628)
(37,3O2)

(174,792'
(t227 t)

(1,735,708)
(205,881)

5.781
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COMMONIYEALTH OF PUERTO RICO
MIJMCIPALITY OF HORMIGTiEROS

STATEMENT OT IIET P1OSITION

JrrNE 30, 2015

Governmentsl
Actiüties

A§SETS
Cash and cash equivalents in commercial banks

Cash with fiscal agent

Receivables, net:

Municipal license taxes

Rent
Others

Due ftom:
Commonwealth Govemment
Federal Govemment

Restricted assets:

Cash and cash eqüvalants
Cash with fiscal agents

Other assets

Capital assets:

Land and comt¡uction in progress

Other capital assets, net
Total capital assets, net

Totd ¿ssets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pension

Tot¡l l»ferred Ouflows of Resources

LIABILITIES
Accounts payable and accrued liabilities
Interest payable

Due to Commonwealth Govemment
Long term liabilities:

Due within one year

Due in more than one year

Tot¡l ¡i¡büt¡es

DEFERRED INT'LOWS OF RESOURCES

Municipal license taxcs received in advance

Deferred inflows retated to pension

Tot¡l Deferred Inflows of Rcaources

I\IET POSITION
Net invesün€nt in capital assets

Restricted for
Capital projects

Debt service

Other purposes

Unrestricted (deficit)

Total net position

The accompanying notes are an integr¿l part ofthis statement.

$ 2,418,330

1,814,871

1,703

I17,980
19,213

760,535

218,601

799,903

3,896,504

r99,096

9,869,936

29,327 ,ztt
39,197,147

49,443,883

§ 1,028,594

3ll,E72
70,922

1,796,130

45,657,4@

48,864,982

r,329,056

242,20t
I,57 |,257

28,753,544

386452
1,666,974

504,280
(30,610,059)

_§_?!.1J9.L
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COMMONWEALTH OF PUERTO RICO
MUNTCIPALITY OF HORMIGUEROS

STATEMENT OF ACTIVITIES
FISCAL YEAR ENDED JUNE 30, 2OI5

Progrsm RevenueE

Fees, F¡nes and
Charges for

Service¡

't4t,763

75,818

82,960

840,83ó 124,78t

_§____2eü)_ _§_),1!-éJJ_ _§____.!.4!J!!_ (r2,535,73e)

Operrtlng C¡plt¡l Cr¡nts
Gr¡nts ¡nd and

Contrlbutlom Contrlbutlons

Net (expenses)

revenue8 rnd
ch¡nges In net

posltlon

$ (s,21r,ss5)
(2,183,147)
(1,u0,045)
(1,879,9ó9)

(366,782)
(l,078,3óó)

(r 47,258)
(628,617)

Functlons
Government¡l Actlv¡tler:

General government

Public works and sanitation

Public safety

Culture and recreation
H€alth

Housing, welfare and community development

Education
Interest on long-term debt

Tot¡l

ExDenses

8,13ó,808

3,142,883
r,r23,00s
I,915,t 71

366,782
2,047,548

147.258

628,617

_§_ll_,§9!.922_

2,060,336

23,068

3s,202

¡,ios

123,154

860,850

General revenuest
Taxes:

Proporty taxas

Municipal license taxes

Sales and use taxcs

Grants and contributions not rgstricted to speciñc programs

lntercst

Other

Tot¡l gererrl revenues

Chrnge l¡ net po3ltlon

Net pos¡tlon st beginnlng ofyear, m restated

Net pos¡tlo[ st end ofyerr

2,937,140
2,437,933
2,1'74,257

4,099,388
t2ó,t08
209,151

I t,983,977

(sst,762)
|,252,953

$ 701,l9l

The accompanying notcs are an integral part of this statemenl.
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COMMO¡¡WEALTH OF PUERTO RICO
MIIMCIPALITY OF HORMIGUEROS

RECONCILIATION OF TEE BALAI\¡CE SIIEET OF GOVf,R¡IMENTAL FT'¡ÍDS

TO THE STATEMEI{T OF NET POSITION
Jt ¡fE 30,2015

Tottl gov?rtrDcDt¡l furd brl¡¡ce§

Amou¡rts fsportcd fo¡ govemmetrtal activities in the Statement ofNet Position

.re diffcrqnt because:

Capilal asscts used in govemmental activities a¡e Dot ñna[cial rcsourc€s

and, therefore, a¡e not repotted i¡ the funds:

Other ass€ts us€d in govemmental actiüties are trot cuEent finatrcial

ñnar¡cial resourccs and thercfore are riot rcported in the funds:

Other ass€ts - cash dcposit

Other ass€ts ar€ nol available to pay cu¡rent-period expenditur6 and,

thercforc, ¡.e r€poncd as defeÍ€d i[flows of resources in the funds:

Receivables:

Mu¡icipal propenics rent
Due fiom ComEonwcafth Govemment:

GDB-Muoicipal Redemption Fuod

GDB - Muoicipal Developrnert Fund

P.R. Depa¡tme¡t ofTreas¡ry - Christr¡as bonus rcimbursement

P.R. D€pa¡tuent ofl¿bot - l-á\¡+52

Commonwealth I¡gistature Resolutions

P.R. Electric Power Aulhority (PREPA)

OCAM - CDBG 108,638

1t5,723

9t 262
23,621
46,666

92,500

t7
376,851

( 12,684,000)
(3,388)

(r487,337)
(r85,628)
(468,158)

(12271)
(30,26s,941)

(r,398,814)
(376,851)

6t24163

39,t97,t41

25,75!

855,278

I,693,547

(70,202)

(46,E82,594)

(242,20t)

_§__-_29!J9.L

Defer¡ed outflows of resources ¡elated to petrsiotrs not recognizcd in the govemme¡tal

funds balance sheet:

Intcrcst liabilities a¡€ ¡ot due aod payable in the currcnt period and,

thcrrforc, arc not ¡epo.ted in funds

Long-tem liabilities, including bords payable, a¡e not duc and payable

in the curf€¡t period ar4 thereforc, a¡e not rEported iri lhe funds:

G€ner¿l obligation boÍds a¡d ¡otes

Nolc payable to CRlM-fnárcing ofdelinquent accourts

Comp€nsated abs€oces

Ckistmas bonus payable

hior year property tax

Dcbt to COFIM
Nct P€nsion Liability
Elimated landñll closing costs

P.R Elcctric Powe¡ Authority (PRIPA)

Defercd inflows of rcsources related to pensions not recognized in thc govemmental

funds balancc shca:

Net po3ldotr of governEent¡l ¡cdyities

The accompanyilg aoles are an integral pa¡t ofthis statemcrt.

l8



COMMONWEAL'TII OI' PUf,RTO RICO
MUNICIPALITY OF HORMIGUIROS

STATEMENT OI' REVENUf,S, EXPENDITURf,S AND CHANGES IN [UND BALANCES (DE¡'TCTT).

GOVERNMENTAL FUNDS

!.ISCAL YEAR ENDED JUNf, 30,20I5

Mu¡icipal lice¡se raxes

Sales and us lax.s

Commoow€allh Gov€mm.nt
Federál Govemmcnl

l.€cs, fines and charges for services

Ol}er

Expendltu¡e3
Curr€nl:

Generalsovennrenl
Public works and s¡nilalior
Public saf€ly

Cullure and r€crcalion

Heallh

lioüsing, welfare and com¡nunity developmc,ir

Educalion

Capnal outlays

Principal

Tol¡l erpendltüret

f, ic€3r (d€flclercy) of revenuet over €xpendhürg

Othcr ír¡nclng roürces (ure'):
Transfers in

Tohl orh.r fn¡rclng lourcd (ü!e!)

Ner ch¡ngeln fund b¡l¡ncc! (d.fcli)
Fünd b.l¡trcG! (d!flclt) ¡l beSlnrlng ofyerr,.! r6l.l.d

Futrd b¡l¡nc6 (dencft) ¡l end ofye.r

Thc ¡ccomprryiDs notd !rc !n iÍtsnl pán ofúb sl¡l€mcnl.

C...r¡l

t r.822.711
2.437,933

t.J86.445

4,196.547

2.675.129
14,0ót

140.094

12.871,522

$ 2,937,t40
2.437,933
2.08t.1l5

5.062.719
2,M2,681
2,721,064

l2ó.108
200,7t9

t7.ót r.ó85

7.588.2t 3

2.246.285
910.462

|,059,ó91
357,249

t,845.518
25,t3ó

2,O74.191

827.000

17.5ó8.055

4t.630

728,236
(728,236t

BlGtCr¡nt
Prorr¡m

rsz.ioo
436,540

|,t 14.427

49ó.E70

,. i,, ,u'r,iro

BoDdt ¡nd
D.bt Nole lr¡ü.ncc

S,.rvlc. ¡'und

Oih.r Tot.l
Gov.r!m.!r.l Gov.rrm.lr.l

Frrdr F!¡dr

429.612
r,2ó0,t87

3.256

ó0.ó25

1,799.035

7.030.058

2,018,512

90t,t83
|,039.891

157,249

555.482

25,13ó

575,351

r2.502,882

170,ó40

467.911
(2óo.l05)
201,626

(289.849) l5l.l04 (221'414)

( 107.ó74)
( t07.674)

782,500

t23,3 t0
964

,r.áon

141.495

:

4ló.540 t07.674

11,8-22

.

3tó,9t7

l,ót2.4t4

2ó0,305
(360,257)
(99,952)

5 t.152

827.000

634.1l0

434.496
:61.1óó

9.279

19,800

I.194,416

,o',ion

5ót.3ó9 72ó.389 t,46l,l t0 3¡5.088 1,98t.0t7

22t,l3t ( r8l.e82)

578,26ó 221,l3l
2.481,873 (34r.923)

_!_______lp§9Jt2- -!-------r!2!J9?r

664,754 t,023,762

_!_____!1i,99l_ _!____tp4¿t!

(]l5.0EE) 081,982) 43.630
t,902,588 149,779 6,080.8t1

_!_______Lé¿:gl_ _!__________l-ÉlJz _!________§J21¡!l_

(289,E49)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF HORMIGUEROS

RECONCILIATION OF STATEMENT OF RE}'ENUES, EXPf,NDITURES AND CHANGES IN FI]NI)
BALANCES (DEFICIT). C,OVf,RNMENTAL FUNDS TO TIIE STATEMENI OF ACIII'TTIES

FTSCAL YEAR ENDED JUNE 30, 2OI5

Net ch¡¡ge in futrd bal¡rcaa (daricit) - tot¡l govamm.nt¡l futrds

Aoor¡trts rcported for govemmetrtal activities in lhe Siáteñeni ofActivities ar€ diffeÉnt

GoverDñerial ñ¡¡rds ¡Epon capital asses outlays as expendior¡Es. Ho*ever, in the

Statemmt of Activities, lhe cos¡ ofüose assets is ¡llocated over lheü estiDated

üs€fulüves aDd rcpoted as depr€ciation expe¡s€:
Experdis¡r€s for capital arse6
[-ess: curretrl yea! deprEciaúou

Govemmeolal frmds oÍly repoñ lbe proceeds ¡ec€ived h üe disposal ofassets. In lhe

Statement of Activities, a gaiD or loss is rcported for each disposal. Tl¡us, lte cbatrge

h net position differs fron üe chaDgc in ñi¡d balance by the cost ofthe
dispos€d asset

Revenues b tbe Statement of Activities that do not provide curfeú 6tr¡nci¿l resources

are not reported as rrvmues i¡ the fuods:

Receivables:

Municip¡l pmpenies rent

Intergovemment¿l - Commo¡rwealtb CoverniDent:

GDB-Municipal Redemption Fund

CDB-Municipal Developmeot Futrd

P.R. Depaffient ofTreasury - ChristDas boDus Éimbüs€ment (curretrt)

P.R. Depalmerit of tábor - Láw#52

OCAM . CDBC

Revenues reported h funds which are not repoñed as revmues itr the Statem€nt

of Activities:
Sales and us€ lax

P.R. Departr¡ent ofTreasury - Chrisunas bonus rtimburs€menl (prior yeár)

P.R. Elecúic Power Aulhority (PREPA)

OCAM . CDBG

Expe¡ditur6 reported in ñúds which arE not report d as expe¡ses iÍ the stateñmt of
Activities:

Matu¡ed bonds prücipal paymeots (net cha¡ge)

Municipality's cortributions to lhe peDsion plan in currmt year

Repayúmt oflong-tem debt is atr cxpenditure in the govemmmtal ñ¡Dds, but rEduces

lotrg-term liabilities in rh€ Statement ofNet Position:

Cerer¿l obligatioo botr¿s ¡trd ootes

Olber long-rem liabiliües

Some expenses reported i¡ lbe Statemeot ofActivities do not require the üse ofcu¡reot
fiM¡cial rEsources atld, therEfore, áe riot rcpoñed as expe[din¡rs iD the govemmental

ñmds:
Cbrishas boDus

Estimated latrdfill closüg cos§
Compcnsáted abse¡ces

Debt 10 COFIM
PctrsioÍ
CRIM - Propcrty lax finál settlement curent yeat

Accn¡ed i¡terest (net change)

Ch¡trg€ in nct position of govemmenl¡l ¡ctivities

Tle accompanying notes a¡€ a¡ ütegral paft ofthis stateñent.

s 2,074,193
(2,054,4021

42?6

91262
?3,62t
46,666
92,500

108,638

(11,670)

(9l,8lE)
(s72,064\
(329,732'

(173,000)

660,490

1,m0,000
897.9r8

43,630

19.791

(ló,419)

366,913

( 1,00s2E4)

4E7,490

1,897,918

(2.345,801)

-§---c5!¿l!)

(185,628)

\37 302)
(174.7921
(t227 t\

(1,735,708)
(205,881)

5,781
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COMMONWEALTH OF PT]ERTO RICO
MI,JNICIPALITY OF IIORMIGTJEROS

NOTES TO BA§IC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE A- SI]MMARY OF SIGNIFICANT ACCOI,JNTING POLICIES

The Municipality of Hormiguems was founded in 1874. The Municipality is govemed by üe executive and üe
legislative branch elected for a four-year term during üe general electio¡s in Puerto Rico. The Mayor is üe
executive officer and üe legislative branch consists of twelve (12) members of the Municipal Legislature. The
Municipality engages in comprehensive range of services to the community such as: general govemment

adminisuation, public works, healü, envúonmental control, education, public security, welfare, housing, community
development and culture and recreation activities.

The financial statements ofthe Municipality have been prepared in accordance with accounting principles generally

accepted in the United States as applied to govemmental units. The Governmental Accounting Standards Board
(GASB) is the standard-setting body for govemmental accounting and hnancial repofirg. The GASB periodically
updates its existing Goverimental Accounting and Financial Reporting Standards, which, along with subsequent

GASB pronouncements (Statements and Interpretations), constitutes GAAP for govemmental units.

l. Financial reporting entity

The financial reporting entity included in this report consists of the financial statements of the Municipality of
Hormigueros (the primary govemment) and component units, if any. A primary govemment is any state

government or general purpose local government (a municipality). All funds, organizations, institutions,

agencies, departments, and offices that are not legally separate are, for financial r€porting purposes, part of a

primary government. If an organization is pan of a primary govemment, its financial data should be included

with the financial data of the primary govemment. Component units are legally separate organizaüons for which
the primary government is financially accountable or organizations for which the nature and signihcance of
their relationship with üe primary government are such üat exclusion would caus€ the reporting entity's
financial statements to be misleading or incomplete. A component unit may be a governmental orgauization, a

nonprofit corporation or a for-profit corporation.

The following circumstances set forth a primary government's financial accountability for a legally separate

organization:

a. The primary govenunent appoints a voting majority of the entity's governing body, and either:

. A fi¡ancial benefit/ burden exists between the primary govemment and the entity or

. The primary govemrnent can impose its will on the entity.

b. The entity is fiscally dependent on üe primary govemment and there is a hnancial benefit/burden between

the primary government and the entity.

In addition, as described above, it would be necessa4r to include other organizaüons as a component unit if the

exclusion would cause tlte primary govemment's financial st¿tements to be misleadir¡g or incomplete.

Orgadzations üat are legally separate, tax-exempt entities and that meet all of the following criteria should be

discretely presented as component units:

a. The economic resources received or held by üe separate organization are entirely or almost entirely for üe
direct benefit ofthe primary government, its component units, or its con§tituents.

b. The primary govemment, or its component units, are entitled to, or have the ability to oüerwise access, a

majority ofthe economic resources received or held by the separate organization.

2t



COMMONWEALTH OF PUERTO RICO
MI,JNICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE A- SUMMARY OF SIGNIFICAIIT ACCOUNTING POLICIES - Continued

c. The economic resources ¡eceived or held by an indiüdual organization that the specific primary
govemment, or its component units, is entitled to, or has the abitity to otherwise access, are significant to üe
primary govemment.

Professional judgment should be applied in determining wheüer üe relationship between a primary
govemment and other organizations for which the primary govemment is not hnancially accountable and that

do not meet the above criteria is such üat exclusion of the organization would render üe financial statements of
the reporting entity misleading or incomplete.

There are two methods of presentation of üe component unit in the financial statements: (a) blending the

financial data of the component units' balances and transactions and (b) discr¿re presentation ofthe component

units' ñnancial data. When a component unit functions as an furtegral part ofthe primary government, its data is

blended with those of the primary govemme* (*blendecl component ínils"). That is, the component unit's
funds are treated just as üough they were funds of the primary govemrnent üth one exception: üe general

fund. Component units should be reported as blended íf meet any ofüe folloüng criteria:

a. The component unit's goveming body is substantively the same as the goveming body of the primary
govemment and there is either:

. A financial beneñt/ burden exists between the primary govemment and the entity, or
¡ Management of the primary govemment has operational responsibility for üe primary govemment.

b. The component unit provides services entirely, or almost entirely, to the primary government or otherwise

exclusively, or almost exclusively, benefis the primary govemment.

c. The component unit's debt is expected to be paid by the primary govemment.

Otherwise, the component unit should be presented as discrete. Those component units do not function as an

integral par¡ of the primary govemment and their data are presented discretely (separately) from üe data of the

primary govemment ("discretely componeút units"). As discussed earlier, oüer legally separate, tax-exemPt

organizations that meet üe applicable criteria should be inc\tded as discretely component units.

Based on üe above criteria üere are no potential component units which should be included as part of the

financial statements.

2. Basis of presentsüon, measurenelt Íocus afid ba^tk of accounting

The financial report of the Municipatity consists ofthe Management's Discussion and Analysis (MD&A), basic

financial statements, notes to the financial statements, and required supplementary information other than the

MD&A. Following is a summary pfesentation of each, inctuding the measurement focus and basis of
accounting. Measurement focus is a term used to describe )/¡icl¡ transactions are recorded within the va¡ious

financial statements. Basis ofaccounting refers to lel¡e, transactions are recorded regardless ofüe measuement

focus.

Manaqement's Discussion and Analvsis

This co¡sists of a narrative intoduction and anal¡ical overview of the Municipality's financial activities. This
analysis is similar to analysis üe private sector provides in üeir annual reports.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF IIORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUm 30,2015

NoTE A- SIJMMARY OF SIGNIFICANT ACCOLINTING POLICIES - Continued

B¡sic financial statements

Basic fina¡cial statements include both government-wide and fund financial statements. Both levels of
statements categorize primary activities as govemmental type, which are primarily supported by taxes and

intergovernmental revenues.

Governmetrt-wide statements

The govemment-wide statements consist of a Statement of Net Position and a Statement of Actiüties. These

statements are prepared using üe economic ¡esou¡ces measurement focus, which refers to üe reporting ofall
of the net position available to üe govemmental unit for the purpose of providing goods and services to üe
public. The stat€ments are report€d on the accrual basis of accounting. Revenues are recognized in the period

eamed and expenses recognized in the period in which üe associated liability is incurred. Fiduciary activiiies,

if any, whose tesources are not available to finance government Programs, a¡e excluded from the

government-wide statement. The effect of inter-fund activities is eliminated.

The Statement of Net Position presents all of üe reporting entity's non-fiduciary assets, deferred outflows,

liabilities and deferred inflows, with the difference reponed as net position. The Statement of Activities
reports rcvenues and expenses in a format that focus on üe net cost of each function of the Municipality.
Both the gross and net cost of the function, which is oüerwise being supported by üe general govemment

revenues, are compared to tle revenues generated directly by üe function. This Slatement reduces gross

direct expenses, including depreciation, by related program revenues, operating and capital grants, and

con6ibutio¡s. Direct expenses ar€ those üat are cleady identifiable wiü a specific function. As a policy,

indirect expenses are not allocaled in the Statement of Activities. Program revenues must be directly
associated with üe function.

The spes of t¡ansactions included as program revenues are: charges for services, fees, licemes and permits;

operating grants which include operating-specific and discretionary (either operating or capital) grants; and

capital gants which are capital-specific gants. Intemally dedicated resources are reponed as general

revenues rather than as program revenues. Likewise, general revenues include all taxes. Proper§¡ taxes are

considered imposed non-exchange transactions since are based on assessments imposed by the Municipality
that are not based on excbange transactions. Property taxes are recognüed íts revenues in üe year for which
the taxes are levied. Municipal license and sales and use taxes are corsidered derived tax revenues since are

taxes imposed by the Municipality based on exchange transactions. Municipal license taxes are recorded as

revenues in the period the Municipality has an enforceable legal claim and time requirements are met; sales

and use taxes are recognized as revenues in the period when the underlying exchange has occurred.

Revenues on boü operating and capital grants are recognized when all eligibility requirements (including

time requirements) imposed by üe proüder have been met. For certain expenditure-driven grants, revenue is

recognized after allowable expenditures are incurred.

The Municipality reports a liability fo¡ uneamed revenues in the government-wide statements. Uneamed

revenues arise when (l) resources received in advance ofan exchange transaction, (2) resources received in
advance in relation to a derived tax revenue, and (3) resources received in advance related to voluntary non-

exchange traosactions when eligibility requirements other than time requifements have not been met (in case

of certain federal expenditure-driven grans if resou¡ces are received before allowable expenditures are

incurred). In subsequent periods, after related exchange transactions occur or applicable eligibility
requirements are met the liability for uneamed revenues is removed from üe Statement of Net Position and

the revenue is recognized.
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COMMO1YVYEALTH OF PUERTO RICO
MI,]NICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE A- SUMMARY OF SIGNIFICA¡IT ACCOLINTING POLICIES - Continued

Fund Statemetrts

The fi¡ancial tra¡sactions ofthe Muaicipality are recorded in indiüdual funds, each ofwhich are conside¡ed
an independent fiscal entity. Each fund is accounted for by proüding a separate set ofself-balancing accounts
that comprise its assets, deferred outflows, liabilities, deferred inflows, fund equity, revenues and
expenditures. Funds are segregated according to their intended purpose which helps management in
demonstrating compliance with legal, financial and contractual provisions. Govemmental Funds are those
through which most goverrmental functions of the Municipality a¡e financed. The governmental fund
statements include a Balance Sheet and a Statement of Revenues, Expenditures and Changes in Fund
Balances with one column fo¡ üe general fund, one for each major fund and one column combinhg all non-
major govemmental funds- Major funds a¡e determined based on a minimum criterion, that is, a percentage of
the assets and deferred oudlows; liabilities and deferred inflows; revenues or expenditures or based on üe
Municipality's official's criteria if the fund is panicularly important to financial statement users (for
Commonwealth Legislanue Resoluüons Fund).

The Municipality reports üe following major govemmental funds:

General Fund: This is üe operating fund of the Municipality and is used to account for and report all
financial resources not accounted for and reponed in another fund.

Communitv Develooment Block Grant Prosram (CDBG) Fund: CDBG fund is used to account for aod

report revenue sources for the development of viable urban communities by providing decent housing, a

suitable living environment and expanding economic opportunities, principally for persons of low and

moderate income. CDBG funds are received through the Offrce of Commissioner of Municipal Affairs
(' OCAM"), a Commonwealth's govemmental agency.

Commonwealth Legislature Resolutiotrs Fund: This ñ¡nd is used to account for and report revenue sources

from grarts provided by üe Commonwealth's Legislature that are restricted, committed, or assigned for
specific purposes which include, among others, acquisition, development and improvements of capital assets,

public works, welfare and other community development projects.

Debt Service Fund: This fund is used to account for and report financial resources that are restricted,
committed, or assigned to expenditures for principal and interest. This fund accounts for the resources of
th¡ee indiüdual funds including "Fondo l0 - CAE Redemption Fund" (a special surtax redemption fund
established by the CRIM wiü GDB which accounts for ¡he 2Yo of property taxes collected by the CRIM);
'fondo ll - CRIM Fund" (resources transferred from üe Municipality's general fund to üe CRIM for
pa¡ment of debt issued for operational purposes) and the "Fondo 12 - IVU Municipal Redemption Fund" (.2Yo

ofthe .5% Aom sales and use taxes deposited in the Municipal Administration fund ofGDB to fmatrce loans

to Municipalities).

Bonds and Notes Issuance Fund: the Bonds and Notes Issuance Fund is used to account for and report
fmancial resources fiom bond proceeds and notes issuance which are restricted for acquisition or construction
of capital assets. This fund reports trarsactions ofindividual funds ofbonds and notes issued through GDB.

The Municipality also reports nonmajor governrnental funcls in a single column, which includes the
following:

Soecial Revenue Funds: This fund is used to account for and report the proceeds ofspecific revenue sources

tbat are restricted o¡ commined to expenditure for specifrc purposes other than debt service or capital
projects. The core revenue source ofthe fund must represent a substantial portion of the fund's total inflows.
The limiration on spending (specific purpose) may be imposed by external parties (creditors, g¡antors,

contributors, other govemments), by coostitutional proüsions, by enabling legislation or by acúon taken by
the govemment's own highest level of decision-making authority.
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Caoital Proiect Funds: This fund is used to account for a¡d report financial resources that are resaictd,
committed or assigned to expendihrres for capital outlays, including üe acquisition or construction of capital
facilities and other capital projects. Typically the fund is not used for routine or minor capital outlays
(equipment, vehicles, fumi¡¡re, among others) which are reponed instead in the fund Aom which fi¡ancial
resources were expended. Raüer, the fund is used primarily for major projecs and acquisirions financed with
borrowed or contributed resources. The use ofa capital project fund frequently is required by debt covenants,
grant contracts, law or regulation.

The govemmental fund financiat $ateme s are accounted for using the current financial ¡esou¡ces

measurement focus and the modified accrual basis of accountilg. Under üis method of accounting, revenues

are recognized when üey are susceptible to accrual (i.e. boü measurable and available). Revenues are

considered to be available when they are collectible within the current period or soon enough thereafter to pay

liabilities of the current period. For this purpose, üe Municipaliry conside¡s revenues to be available if they
are collected uithin 60 days ofüe end ofthe current fiscal period.

Revenues susceptible to accrual include property taxes, recognized as revenues in üe year for which the taxes

are levied; municipal license taxes, recognized in the period the Municipality has an enforceable legal claim
and time requirements are met; and sales and use taxes, recognLed when the underllng exchange has

occurred, and interest. In applying üe susceptible to accrual concept to intergovernmental revenues, revenues

are recognized when all eligibility requirements (including time requirements) imposed by üe provider have

been met and revenue becomes available. There a¡e, howeve¡ essentially two tlpes of these ¡evenues. In the

first case, on expenditure-driven grants, monies must be expended on the specific project or purpose

(eligibility requirement), before any amounts are paid to the Municipality. Revenue is, therefore, recognized

as expenditures are incurred to üe extent available. In the other cases, monies are vinually unrestricted and

are generally revocable only for failue to comply with prescribed compliance requirements. In these cases

revenues are recognized as the time of receipt or earlier if the susceptible to accrual criteria is met. Licenses

and permits, charges for services, rent, hnes and miscellaneous revenues are generally recorded as revenues

when received or are recognized earlier if the susceptible to accrual criteria is met.

The Municipality reports a liability for uneamed revenues in the governmental funds statements. Uneamed
revenues arise when (l) resources received in advance of an exchange hansaction, (2) resources received in
advance in relation to a derived tax revenue, and (3) resources received in advance related to voluntary non-
exchange tmnsactions when eligibility requirements other than time requirements have not been met (in case

of certain Gderal expenditure-driven gfants if resources a¡e received before allowable expenditures are

incurred). ln subsequent periods, after related exchange transactions occur or applicable eligibility
requirements are met the liability for uneamed revenues is removed from the balance sheet and the revenue is

recognized.

Expenditures are generally recognized when the related tiability is incurred as under acc¡ual basis of
accounting. Certain exceptions to this fundamental concept include the following: (l) payments of principal
and inte¡est on general long-term debt, which are recorded as expenditures when due, except for principal and

interest due on July I (in this case amounts are recorded as liabilities and expenditures on June 30 since

amounts have been accumulated or transferred to the debt service fund befo¡e July I pa¡rmens are made) and
(2) vested compensated absences, claims and judgments and special termination beneñts which are recorded

as expenditures only to üe extent that they are expected to be liquidated üth expendable fmancial resources
(in the government-wide statements the expense and related accrual liability for long-term portions of debt
must be included).
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Since üe govemmental fund statements are presented on a different measurement focus and basis of
accounting üan the government-wide statements, reconcilialion is necessary to explain the adjustments
needed to transform the fund financial statements into the goverEnent-wide statements. This reconciliation is

part ofthe financial statements.

Notes to trin¡trcial Statements

The notes to financial statements proüde information that is essential to a user's understanding of the basic
financial statements.

Reouired Supplementarv hformation

Consists of the Budgetary Comparison Schedule General Fund, the Schedule of Municipality's Proportionate
Share ofNet Pension Liability and the Schedule of Municipality's Contributions, as requked by GASB.

3. Deposits aad investments

Cash and cash equivalents consist of cash on hand, demand deposits and short-term investments with original
maturities of th¡ee months or less fiom the date of acquisition. Nonnegotiable certificates of deposits with
original maturity of more than tb¡ee months are considered time deposits as required by current standa¡ds. The

Municipality follows the practice of pooling cash of all funds except for cefain Commonwealth's grants,

restricted funds generally held by outside custodia¡s and federal grants. Available pooled cash balance beyond

immediate needs is invested in certificates ofdeposits. Cash and cash equivalents related to Commonwealth and

Federat grants (including Commonwealth Legislature Resolutions) are restricted since their use is limited by

applicable agreements or requted by law.

The laws and regulatioDs of üe Commonwealth of Puerto Rico authorize the Municipality to invest only in
obügations of üe Commonwealth, obtigations of the United States of America, certificates of deposits,

commercial paper, bankers' acceptances, or in pools of obligations of the municipalities of Puerto fuco, which

are managed by the Govemmental Development Bank for Puero Rico ("GDB").

4. Restricted assets

Restricted assets are liquid assets which have third-party limitations on their use. Cash and cash equivalents

related to Commonwealth and Federal grants (including Commonwealth Legislature Resolutions) are restricted

since their use is limited by applicable agreements or required by law.

Restricted cash with fiscal agent in the debt service fund consiss of üe undisbuned balance of property and

sales tax collections retained by the Commonwealth ofPuerto Rico which are restricted for the repayment ofüe
Municipality's general and special obligation bonds and notes as established by law. Restricted cash üth fiscal

agent of the other govemmental funds represent the undisbr¡rsed proceeds of certain bonds, loans or grants

which are maintained in a cash custodian account by the GDB or a federal govemment agency.

5. Recefuables and due from governmenlal entities

Receivables are stated net of estimated allowances for uncollectible accounts, which are determined upon past

collection experience alrd current economic conditions. Amounts due from federal govemment represent

amounts owed to üe Municipality for üe reimbursement of expenditures incurred pursuant to federally funded
progr¿lms. A¡nounts reported in the debt service fund represent property and sales tax revenues of cu¡rent fiscal

year collected by the CRIM (property tax) and th€ Puerto Rico Department of Treasury (sales and use tax) on

the subsequent fiscal year.
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6. Interfur.dtransaclions

The Municipality reports inter-fund tra¡sactions as follows:

Iriter-futrd loans: Represent legally advances that are rcpresentative of lending/bortoüng armngements from
one fund to other fund to finance palroll, payroll taxes and other expenditu¡es. The curre[t
portion of such transactions are referred as to either "due frorY/to othe¡ funds" afld the
noncurrent portion as "advances to/ñom other funds". Amounts not expected to be collerted
üthin a reasonable pe.iod of time are ¡educed to the estimated realizable value and amounts

not expected to be repaid are reported as "transfer-ouf' from the lender fund and "transfer-in"
in the borrower fund.

Inter-futrd transfersl Represent legally flows of assets without equivalent flows of assets in retum and without a

requirement for repa¡nnent. These are reported as "transfers-out" (other financing uses) in the
fund that issue the t¡ansfers and as "transfers-in" (other financing sources) in the fund
rcceiüng the transfers.

Itrter-fuDd
reimbursemetrts:

7. Inventories

Represent repayment from a fund responsible for particular expenditures or expenses to the
fund that initially finance them.

The Municipality purchases gasoline, oil and other expendable supplies held for consumption. The cost of those
purchases is recorded as expenditure when incurred in the appropriate fund but üe year-end inventory is oot
recorded in the Statement ofNet Position, as management b€lieves is not significant.

8. Capital asse*

Capital assets reported in the govemmenlal activities in the Statements ofNet Position include property, plant,

equipment and infrastructure, (e.g., roads, bridges, sidewalks, and similar items). The Municipality defines

capital assets (except for infi:astructure assets) as assets that have an individual cost of$1,000 or more and have

a usefi¡l life of one or more years. Infrastructure ¿ssets are capitalized based on a percentage of the estimated

useful life. The cost of normal maintenance and repairs that do not add to the value of the assets or materially
extend assets lives are not capitalized. Major outlays for capital assets and improvements are capilalDed as

projects are constructed.

Capital assets are capitalized at historical cost or estimated historical cost if historical cost is not available.
Donated assets are recorded as capital assets at üeir estimated fai¡ ma¡ket value at the date of donation. All
capital assets, other than land and construction in progress, are depreciated using the straight-line meüod over
the following useful lives:

Descriptiotr

Land imp¡ovements
Buildings and building improvements
Infrastructure
Vehicles, machinsry and equipment

Years

20
20-50
10-50
5-20

In accordance with cur¡ent accounting standards capital assets are reüewed for impairment. Impairment occurs
when there is a significant dectine in asset service utility due to the occurrence of a prominent event or change
in circumstances affecting the asset. Current standards provide guidance for accounting and reporting for
impairment and for insurance recoveries.
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Long-term obligations

Long-term debt and other long-term obligations, which are reported as liabilities in the governmental actiüties
column in the Statement of Net Position, consist of general and special obligation bonds, liabiliües for
compensated absences, claims and judgments, and long-term liabilities to other governmental entities. Related

bond issuance costs, whenever rise, are reported as current outflows of resources in the Statement of Actiüties,
as required by current standards. Govemmental fund qpes recognize bond issuance costs as expenditures
during the current period. Those issuance costs, whether or not withheld Aom the actual debt proceeds received,
are reported as expenditures in the appropriate fund.

Compensared absences

The Municipality's employees accumulate vacation, sick leave and compensatory time based on continuous
service. Compensated absences are ¡ecorded as a liability if (l) are eamed on the basis of services already
performed by employees, (2) it is probable that will be paid (in üe form of paid time off, cash palments at
terminaüon or retirement, or some other means) and (3) are not contingent on a specific event (such as illoess).
The compensated absences are accumulated on the basis of 2% days per month of vacation and I % days per
month of sick pay and compensatory time up to a maximum of 60 days ofvacations and 90 days of sick leave.

Upon separation from employment the accumulated vacations are liquidated up to üe ma,ximum number of
days. Accumulated sick leave, which is accrued based on all vesting amounts for which palment is probable, is
liquidated to employees with 10 years or more service up to the ma,rimum number ofdays.

The accrual of compensated absences includes estimated payments üat are related to payroll. The entire
compensated absence liability is reported on üe government-wide financial statemenls. For govemmental fund
financial statements, üe current portion of unpaid compensated absences is the amount that is norrnally
expected to be paid using expendable available fi¡ancial resources. The non-current portion of the liability is

not reported.

Pursuant to Law No. 152 of August 20, 1996 effective July 1, 1997 the Municipality is required to pay any
excess of vacations and sick leave accumulated over 90 days as ofDecember 31 ofeach year. Payments should
be made on o¡ before March 3l ofthe following year.

Claims and judgments

The estimated amount of üe tiability for claims and judgmenrs, which is due on demand, such as from
adjudicated or settled claims, is recorded in the general fund when they matue (generally, when palment is
due). The accompanying government-wide statements include an amount estimaled as a conti¡gent liability or
liabilities as incurred.

Accounting for pension costs

The Municipal employees are covered by the retirement plaDs administered by the Employee's Retirement
System of the Govemment of Puerto fuco and its Instrumentalities (ERS). For purposes of measuring the net
pension liability, deferred outflows of ¡esou¡ces related to pensions, deferred inflows of ¡esou¡ces related io
pensions and pension expense, information about üe pension plan's fiduciary net position and additions
to/deductions from the plan's hduciary net position have been determined on the same basis as they are reponed
by the plan. For this purpose, plan member contributions are recognized in the period in which the contributions
a¡e due. The Municipality's employer contributions are recognized when due and when the Municipatity has a

legal requirement to provide the contributions. Benefits and refunds are recognized when due and payable in
accordance with the terms ofplan. Investments are repoled at fair value. In the governmental fund statements
pension expense is equal to the statutorily required contributions, wiü a liability reco¡ded for any unpaid
required contributions.

10.

11.

12.
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13 . Delerred outflows / inflows of resources

In addition to assets, t¡e Statement of Net Position will sometimes report a separate section for deferred
outflows of ¡esou¡ces. This separate financial statement element, deferred outflows of resources, represents a

consumption of net posiüon that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) unril üen. In addition to liabilities, the statement ofnet position will sometimes

report a separate section for deferred inflor¡¡s of resources. This separate financial statement element, deferred
inflows ofresources, represents an acquisition ofnet position that applies to a funre period(s) and so will not be
recognized as an inflow ofresources (revenue) until that time.

In the statement ofnet position deferred outflows / inflows ofresources arise as a result ofthe following:

a. The implementation of GASB Statement No. 68 "Accounting and Financial Reporting for Pensions qn

amendment of GASB Statement No. 27" qnd GASB Statement No. '71 "Pension Transition for Contributions
Made Subsequent to the Measurement Dqte - an amendment of GASB Stalement No. 68"

b. Municipal license ta-(es ('?atentes en suspenso") and voluntary non exchange transactions (grants) received
in advance before time requirements are met are recorded as defer¡ed inflows of resources. The deferred

inflow of resources are recognized as inflow of resources (revenues) in the period when time requirements
are mel

In üe govemmental funds balance sheet deferred irflows ofresources arise as a result ofthe following:

a. Recognition ofanovqilable revenue as a result ofüe application ofthe modified accrual basis of accounting.
The govemmental funds report unavqilqble revenue from one source: unavailable intergovernmental
¡evenues. These amounts are recognized as an inflow of resources (revenue) in the period that the amounts

become available.

b. Municipal license taxes ("patentes en suspenso") and volunta¡y non exchange transactions (gla¡ts) received
in advance before time requirements are met are recorded as deferred inJlows of resources. The defer¡ed

inflow of resources are recognüed as inflow of ¡esources (revenues) in üe period when time requúements
afe met.

14. Net position

In the govemment-wide statements, assets plus deferred outflows of resources less liabiliües and deferred
inflows of resources equal net position, and should be displayed in three components: net investment in capital
assets, restricted, and unrestricted, as follows:

Net inyestmeDt in capital Consists of capital assets, net of accumulated depreciation, reduced by the outstanding
ass€ts: balances of bonds, notes, or otheI borrowings that a¡e attributable to the acquisition,

construction, or improvement of those a-ssets. Defer¡ed outflows of resources and
defer¡ed inflows of resources üat a¡e attributable to the acquisition, consauction, or
improvement ofthose assets or related debt also should be included in this component of
net position. The portion of the debt or defened inflows of ¡esou¡ces attributable to the
unspent debt proceeds is not included in üe calculation of net investment in capital
assets. lnstead, the portion of the debt o¡ defer¡ed i¡flows of ¡esou¡ces is included in the
same net position component (rest cted or un¡estricted) as the unspmt amount.
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Restricted net position: The restricted component of net position consists of restricted assets (subject to
restrictions beyond the Municipality's control) reduced by liabilities and defened inflows
of resources rclated to those assets. Generally, a liability relates to restricted assets if the
asset results from a resouce flow that also results in the recognition ofa liability or ifthe
Iiability will be liquidated with the restricted assets reported. Restrictions are extemally
imposed (by creditors, gmntors, contributo¡s, or laws and regulations of other
govemments) or imposed by the law through constitutional proüsions or enabling
legislation

U[estricted net position is the net amount of the assets, deferred outflows of resources,

liabilities, and defened inflows ofresou¡ces that are not included in the deterrnination of
net investment in capital assets or the restricted componert of net Position. Unrestricted
net position is often designated to indicate that managemelt do€s not consider them to be

available for general operations. These t)¿pes of constraints are intemal and managemsnt

can remove or modifu thern.

Amounts that cannot b€ spent because a¡e either (a) not in spendable form or (b) legally or
contactually required to be maintained intact.

Amounts constrained by extemal parties (creditors, grantors, contributors, or laws and

regulations of other govemments), imposed by law through constitutional provisions or by
enabling legislation. Enabling legislation authorizes the Municipality to assess, lelry, charge

or otherwise mandate pa)¡ment or rcsources (fiom extemal rcsource providers) and includes a
legally enforceable requiement that those resources be used only for the specific purposes

stipulated in the legislation. Legally enforceability means that the Municipality can be
compelled by an extemal party such as citizens, public intercst groups, or the judiciary to use

resources created by enabling legislation only for the purposes specified by lhe legislation.

Unrestricted uet
positiou:

15. Na posirton flow assumption

Sometimes üe government will fund outlays for a particular purpose from both restricted (resaicted bond or
grant proceeds) and unrestricted resources. In o¡der to calculate üe amounts to report as restricted net position
and unrestricted net position in the govemnent-wide fi¡ancial st¿tements, a flow assumption must be made

about the ordel in which the resources are considered to be applied. It is the govemment's policy to consider
restricted net position to have been depleted before uüestricted - net position is applied.

Fund balances

The GASB Statement No. 54 Fund Bqlance Reporting qnd Govemmental Fund TWe Definitions ("GASB No.
54") est¿blishes accounting and reporting standards for all govemments that report govemmental funds. It also

establishes criteria for classirying fund balances into specifically defined classifications and clarifies definitions
for govemmental fund types. These classifications comprise a hierarchy based primarily on the extent to which
the Municipality is bound to observe constraints upon the l§e ofthe resources reported. The classifications are

as follows:

16.

Nonspendable:

Restricted:
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Committed: Amounts that can be used only for the speciñc purposes pu¡suant to constraints imposed
through formal action (ordinance or resolution) by consent of the Sovemment's highest level

of decision-making authority, which in the case of the Municipality is the Mayor and the
Municipal Legislature- Those committed amounts cannot be used for any other purposes

unless the Mayor and the Municipal Legislature remove or change the specified use by taking
the same t,?e of action (ordinance or resolution) it employed to commit those amounts.

Formal action to commit fund balance to a specific purpose should occur prio. to the end of
the fiscal year, but the amount, if any, which will be subject to the constaint, may be

determined in the subsequent pedod.

Amounts that are constrained by the Municipality's intent to be used for specific puposes, but
are neithe¡ restricted nor committed. In distinction to committed balances, the authority for
making an assignment is not required to be the govemment's highest level of decision-making
authority, (both the Mayor and the Municipal Legislature). It is the Municipality's policy that
intent can be exprcssed by the Mayor, the Finance Director (the official to which the Mayor
has also delegated the authority to assign amounts) or by any othe¡ official or body to which
the Mayor delegates. Furthermore, the nature ofthe actions necessary to remove or modify an

assignment is not as prescriptive as it is with committed fund balances. With the exception of
the general fund, this is the residual fund balance of the classification of all govemmental

funds with positive fund balances. Action taken to assign fund balance may be made after
year-end.

Is the residual classification for the general fund and includes all spendable amor¡lts not
restricted, committed or assigned. The general fund is the only fund that rePorts a positive
unassigned fund bala¡ce amount. For all other govemmsntal funds the unassigned

classification is used only to report a deficit balance resulting for the overspending for
specific purposes for which amounts had besn rcstricted, committed or assigned.

Assigned:

Unassigned:

Fund balance Jlow assumpüons

Sometimes the government will fund outtays for a particular purpose from boü restricted and unrestricted

resources (the total of committed, assigned, and unassigned fund balance). In order to calculate üe amounts to

report as restricted, committed, assigned, and unassigned fund balance in the govertrmental fund financial
statements a flow assumption must be made about the order in which the resou¡ces are considered to be applied.

It is the government's policy to consider restricted fund balance to have been depleted before using any of the

components of uüestricted fund balance. Further, when the components of un¡estricted firnd balance can be

used for the same pupose, committed fund balance is depleted fi§t, followed by assigned fund balance.

Unassigned fund balance is applied last.

Risk fnancing

The Municipality carries insurance coverage for professional, public responsibitity, property and theft, auto and

fidetity bond losses. In addition, the Municipality also obtains medical insurance for its employees. Pursuant to

Act No. 63 of June 21,2010 the municipalities of Puerto Rico procure and manage, at üei¡ own discretion, all
insurance policies, including those related to the health plans provided to the municipal employees. The total
cost of üe annual insurance premiums are paid in full and reco¡ded as expense by üe Municipality during the

fiscal year.

1,7.

18.
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The Municipality obtains wo¡kers compeDsation insurance üough the State Insurance Fund Corporation, a
component unit ofüe Commonwealth ofPuerto Rico. This insurance covers workers against injuries, disability
or death because of work or employment-related accidents, or because of illness suffered as a consequence of
their employrnent. The annual cost of insurance is allocated to üe Municipality and amounts are retained from
monthly advances of property ta,\ and municipal equalization fund sent to the Municipality by the CRIM.

The Municipality carries insurance coverage for death and bodily injuries caused by automobile accidents. This
insurance is obtained tbrough the Automobile Accidents Compensation Administration, a component unit ofthe
Commonwealth ofPuerto fuco. The arurual premium is paid per licensed motor vehicle.

The Municipality obtains unemployment compensation, non-occupational disability, and driven' insurance

coverage for its employees through various insurance programs administered by the Puerto Rico Depart¡nent of
Labor and Human Resources ("PRDOL"). These insurance programs cover \ orkers against unemplolment and

provide supplementary insurance coverage for temporary disability or death because of work or emplolment-
related accidents or because of ill¡ess suffe¡ed as a consequence of their employment. Unemployment
compensation, non-occupational disability and drivers' insurance premiums are paid directly to the PRDOL on a

cost reimbursement basis.

Settled cases have not exceeded insu¡ance coverage for any ofüe past thrce years.

Use of estimates

The preparation ofthe basic hnancial statements in accordance with accounting principles generally accepted in
üe United States of America requires management to make estimates and assumptions üat affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of üe basic

financial statements and the reported amounts of revenues and expenditures during the reporting period. Actual
results could differ from those estimates.

Adoption of new accounting pronounce retts - GASB Statenteús No. 68 and 71

Effective July 1,2014 the Municipality adopted üe provislor,s of the Q§8..!§!9949!!,NPJ!! "Accounting and

Financial Reporting for Pensions an amendment of GASB Stateuent No. 27" a¡d GASB Slatement No. 71

"Pension Transition for Contributions Msde Subsequent to the Measurement Date".

The primary objective of Sfi@494!_{9,-.!! is to improve accounting and financial reporting by state and local
govemments for pensions. h also improves information provided by state and local govemmental employers

about financial support for pensions that is provided by other entities. This Statement replaces the requirements
of Statement No. 27, Accounting for Pensions by State and Local Governmental Employers, as well as the

requirements of Statement No. 50, Pe¿sion Disclosures, as t¡ey relate to pensions that are provided tkough
pension plans administered as trusts or equivalent a[angements that meet certain criteria. This Statement will
bring the effect of GASB Statement No. 67 "Financial Reponing for Pension Plans an amendment of GASB

Statenent No. 2J " into üe accounting records of üe individual agencies, component units and municipalities,
whose employees participate in the Retirement Systems. The Municipality, as a cost-sharing employer reported
its allocated share of the Commonwealü's ¡esulting Net Pension Liability from Statement No. 67 based on üe
their respective indiüdual proportion to üe collective net pension liability ofall the governments participating.

t9.

20.
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NOTE A- SUMMARY OF SIGNIFICANT ACCOIINTING POLICES - Continued

The objective of Statement No. 71 is to add¡ess an issue regarding application of the transition provisions of
Statement No, 68, Accounting and Financial Reporting for Pensions. The issue relates to amounts associated

r¡iü contributions, ifany, made by a state or local government employer or non-employer contributing entity to

a deñned benefit pension plan after the measurement date of t]le govemment's beginning net pension liability.
This Statement amends paragraph 137 of Statement No,68 to require that, at transition, a govemment recognize

a begirming deferred outflow of resou¡ces for its pension cont¡ibutions, if a::y, made subsequent to üe
measurement date of üe beginning net pension liability. The provisions of this Statement shall be applied
simultaneously with the provisions of Statement No.68.

The implementation of these Statements have a significant impact on the Municipality's govemment-wide

statements by restating the net position at beginning of year, recognition of deferred outflows and inflows of
resources in the current year, recording of pension expense, adding new disclosure requircments and requAed

supplementary information. Please ¡efer to Notes G, O and R. The implementaüon has no impact on the

Municipality's fu nd slatements.

21. Future adoption of accounting pronouncerrrents

The GASB has issued the following statements, which the Municipality has not yet adopted:

a. GASB Starement No. 72 "Fair Value Measurement and Application". This Statement addresses

accounting and financial r€porting issues related to fair value measurements. It also provides guidance for
applying fair value to cefain investments and disclosures related to all fair value measurements. The
provisions ofthis Statement are effective for financial statements for periods beginning after June 15, 2015.

(fiscal year ended June 30, 2016). Earlier application is encouraged.

b. GASB Statement No. 73 "Accounting and Financial Reporting for Pensions and Related Assets Thqt Are
Not within the Scope of GASB Statement 68, and Amendmenls to Ceñain Provisions of GASB Statements

67 and 68". The obiective of this Statement is to improve the usefulness of information about pensions

included in the general purpose extemal ñnancial reports of state and local governments for making

decisions and assessing accountability. This Statement esrablishes requirements for defined benefit
pensions that are not within the scope of Statement No. 6S, "Accounting and Fínancial Reporting for
Pensions," as well as for lhe assets accumulated for purposes of providing those pensions. In addition, it
establishes requirements fo¡ dehned contribution pensioos that are not within the scope of
St¡tement No. 68.

The Statement also amends certain provisions of Statement No. 67, "Financial Reporting for Pension

Plans", and Statement No. 6E for pension plans and pensions that are wiüin thei respective scopes. The

requirements of this Statement üat address accounting and financial reporting by employers and

governmental non-employer contributing entities for pensio¡s that are not within the scope of Statement
No. 68 are effective for financial statements for fiscal years begiruring after June 15, 2016 (frscal year

ended June 30, 2017); üe requirements of üis Statement that address financial reporting for assets

accumulated for purposes ofproviding those pensions are effective for frscal years beginning after June 15,

2015 (hscal year ended June 30, 2016); and the requirements of this Statement for pension plans that are

within the scope of Statement No. ó7 or for pensions that are within the scope of Statement No. 68 are

effective for fiscal years beginning after June 15, 2015 (fiscal year ended June 30, 2016). Earlier
application is encouraged.
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NOTE A- SIIMMARY OF SIGNIFICANT ACCOIINTING POLICIES - Continued

GASB Ststement No. 74 "Finqncial Reporting for Postemployment Benefit Plans Other Than Pension
P/czs ". The objective of this Statement is to improve the usefulness of information about postemployment

beneñts other üan pensions (oüer postemployment beneñts or OPEB) included in üe general purpose

external financial reports of state and local governmental OPEB plans for making decisions and assessing

accountability. This Statement replaces Statements No. 43, "Financial Reponing for Posteraployment

Benefit Plans Other Than Pension Plans", as amended, and No. 57, "OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans". 1¡ also includes requirements fo¡ defined contribution
OPEB plans that replace the requirements for those OPEB plans in Statement No. 25, "Finqncial
Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans", as

amended, Statement No. 43, and Statement No.50, "Pension Disclosures". The Statement establishes

new accounting and ñnancial reporting requirements for govemments whose employees are provided with
OPEB, as well as for certain non-employer govertrments üat have a legal obligation to provide financial
support for OPEB provided to the employees of other entities. The proüsions of this Statement are

effective fo¡ financial statements for periods beginning afte¡ June 15, 2016 (fiscal year ended June 30.

2017). Earlier application is encouraged.

GASB Statement Na 75 "Accounting and Financial Reportíng for PosteuPloyment BeneJits Other Than

Pensíons". The primary objective of this Statement is to improve accounting and financial reporting by
state and local governments for postemployrnent benefits other than pensions (other postemployment

benehts or OPEB). It also improves information provided by state and local governmental employers about

financial support for OPEB that is provided by oüer entities. This Statement replaces üe requAements of
St¿tements No. 45, "Accounting and Financial Reporting by Employers for Postemployment Benefits

Other Than Pensions", as amended, and No. 57, "OPEB Measurements by Agent Employers and Agent
Muhiple-Employer Plans", for OPEB. Statement No. 74, "Financiql Reporting for PostemPloyment

Benefit Plans Other Than Pension Plans", establishes new accounting and financial reporting requirements

for OPEB plam. The provisions of this Statement a¡e effective for hnancial statements for periods

beginning after June 15, 2017 (fiscal year ended June 30, 2018). Earlier application is encouraged.

GASB Stateñent No. 76 "The Hierarchy of Generally Accepted Accounting Prínciples for State and Local
Goyernments". The objective ofthis Statement is to identify in the context of the curent govemmental

financial reporting environment-the hierarchy of generally accepted accounting principles (GAAP). The

'GAAP hierarchy'' consists of the sou¡ces of accounti¡g principles used to prepare financial statements of
state and local govemmental entities in conformity with GAAP and tlle framework for selecting those

principles. This Statement reduces the GAAP hierarchy to two categories of auüoritative GAAP and

addresses the use of auüoritative and nonauthoritative literature in the event that the accounting treatment

for a tran$ction or other event is not specified within a source of authoritátive GAAP. This Statement

supersedes Statemetrt No. 55,"The Hierarchy of Generally Accepted Accounting Princíples for State and

Local Govemments". The provisions of this Statement afe effective for fi¡a¡cial statements for periods

beginning after June 15, 2015 (fiscal year ended Jr¡ne 30, 2016) and should be applied retroactively. Earlier
application is permitted.

c.
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NOTf, A- SIIMMARY OF SIGNIFICANT ACCOIINTING POLICIES - Continued

GASB Statement No. 77 "Tar Abatement Disclosures". Financial statement users need information about
certain limitations on a govemment's ability to raise resources. This includes limitations on revenue-raising
capacity resulting fÍom govemment programs that use tar abatements to induce behavior by individuals
and entities that is beneficial to the gove¡nment or its citizens. Tax abatements are widely used by state and

local govemments, particularly to encourage economic development. For financial reporting purposes, this
Statement deñnes a tax abatement as resulting from an agreement between a government and an individual
or entity in which üe government promises to forgo tax revenues and the indiüdual or entity promises to
subsequently take a specihc action üat contributes to economic development or othenvise benefits the

govemment or its citizens. Although many govemments offer tax abatements and provide information to
the public about üem, they do not always provide the information necessary to assess how tax abatements

affect üei¡ financial position and results of operations, including their ability to raise ¡esources in the

future. This Statement requires disclosure of tax abatement information about (l) a ¡epofing govemment's

own tax abatement agreements and (2) those that are entered into by other govemments and that reduce the

reporting government's tax revenues. The provisions of this Statement are effective for financial statements

for periods beginning after December 15, 2015 (fiscal year anded June 30, 2017). Earlier application is
encouraged.

GASB Statement No. 7E "Pensions Provided through Certain Multiple-Employer D$ned Beneft Pension

Plens". The objective of this Statement is to address a practice issue regarding the scope and applicabili§
of Statement No. 68, "Accounting and Financíal ReporTing for Pensions ". This issue is associated with
pensions proüded th¡ough certain multiple-employer defined benefit pension plans ard to state or local
govemmental employers whose employees are provided with such pensions. This Statement amends the

scope and applicability of Statement 68 to exclude pensions provided to employees of state or local
govemmental employers tbrcugh a coslsharing multiple-employer defired benefit pension plan that (l) is

not a state or local govemmental pension plan, (2) is used to provide defined benefit pensions both to
employees of state or local governmental employers and to employees of employers üat are not state or
local governmental employers, and (3) has no predominant state or local govemmental employer (either

individually or collectively with other state or local governmental employers that provide pensions through

the pension plan). This Statement establishes requiements for recognition and measurement of pension

expense, expenditures, and liabilities; note disclosures; and required supplementary information for
pensions that have üe characteristics described above. The provisions of üis Statement are effective for
financial statements for periods beginning after December 15, 2015 (fiscal year ended June 30, 2017).

Earlier application is encouraged.

GASB Statement No. 79 "Certain Externql lnvestment Pools snd Pool Participants". This Statement

addresses accounti¡g and financial reporting for certain extemal investment pools and pool participants.

Specifically, it establishes criteria for an external investment pool to qualify for making the election to

measure all of its investments at amotized cost for financial reporting purposes. The provisions of this

Statement are effective for hnancial statements for periods beginaing after December 15,2015 (fiscal year

ended June 30, 2017). Earlier application is encouraged.
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NOTE A- SI]MMARY OF SIGNIFICAIIT ACCOUNTING POLICES - Continued

i. GASB Statement No. 80 "Blending Requirements for Certain Component Units-An Amendment of GASB
Stqtement No. 14"- Tbe objective of this Statement is to improve hnancial reporting by clarifying üe
financial statement presentation requüements for certain component units. This Statement amends üe
blending requirements established in paragraph 53 of Statement No. 14, The Financial Reporting Entity, as

amended. This Statement amends the blending requireme s for the financial statement presentation of
component units of all state and local goveñments. The adütional criterion requires blending of a

componenl unit incorporated as a not-for-profit corporation in which the primary govemment is üe sole
corpomte member. The additional criterion does not apply lo component units included in the financial
reporting entity pursumt to the provisions of Statement No. 39, Detetmining ll'hether Certain
Organizations Are Component Units. T\e provisions of this Statement are effective for frnancial
statements for period begirming after June 15, 2016 (frscal year ended June 30, 2017). Eadier application
is encouraged.

The impact ofüese statements on üe Municipality's financial statements has not yet been determined.

NOTE B. DEPOSTTS

Custodial credit risk on deposits - is the risk that in the event ofa bank failure, the government's deposits may not
be reh¡rned to it. The Municipality maintains cash deposits in commercial and govemmental banks located in Puerto

Rico. Under Commonwealth of Puerto fuco statutes, public funds deposited in commercial banks must be fully
collateralized for the amount deposited in excess of federal depository insurance. All securities pledged as collateral
by the Municipality are held by agents designated by the Puerto Rico Secretary of Treasury but not in the

Municipality's name. At year-end, the Municipality's bank balance of deposits in commercial banks amounting to
$3,365,027was covered by federal depository insurance or by collateral held by the Secretary of Treasury of Puerto
Rico in the Municipality's name. Deposits in governmental banks (all of which are uninsured and uncollateralized),
are exposed to custodial credit risk. At year-end the Municipality's bank balance in govemmenlal banks amounts to
§5,711,37 5.

NOTE C. DUE FROM GOVERNMENTAL ENTITIES

Amounts due fiom gover¡mental entities as ofJune 30, 2015 follorvs:

Coñúlorwealth
C,ov€rnment

Federal
Govertrmeit

Maior fund - Gener¡l fund:
P.R. Electric Power Authority (PREPA)
P.R. Department ofTreasury Ch.istmas bonus reimbursement
CDB final settlemenl ofFAM Municipal Developmenl Fund

P.R- Department of Education
Maio¡ fund -CDBG fund:
Office of Cornmissione¡ of Municipal Affairs CDBG

Maior frnd - Commonwealth Leoslature Resolutions futd:
Commonwealth Legislative Resolutions

M¡¡orfund - Debt serüce fund:
Municipal Reve¡ue Collection Center (CRM) - property taxes

GDB - final settlement of I\¡U Municipal Redemption Fund

Other goYernñental funds:
P.R Departmenl oflabor Law #52
HIID - Section 8

Others

s 376,852 $
46,666
23,620
60,116

t1

22,841
9l,262

t38,750

405

215,655

2,946

_____§_z§q$ __§__21!{9t

Certain amounts are recorded as deferred inflows of resources in the govemmental funds statements since they are

not available as required by current standards. See felated note C.
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NOTE D . INTERFT'ND TRANSACTION§

1. Due fron/a otherfunds

Amounts due fron/to oüer funds represent temporary advances to oüer funds by the
and payroll taxes expenditures, as follows:

general fund for payroll

AmoürtReceiv¡ble Futrd
General Fund

P¡vrble Fu¡d

Total:

Tronslerc it (out)

Mji@
CDBG
Debt S€rvice
Bonds and Not€s Issuanc€ Fund

Other Governmept¡l F[trd!
Public Housing
Emqgency Shelter Grant Program
Section 8
HOPWA
Home Caregiven
NSIP
Schools Maint€nan§€
l-aw 52
Title III
F-TA
DTOP
coP
TANF
Sendec
Others

Tr¡¡¡fer in Fu¡ds

24,36
2,276
5,038

916
11,942
10,051

t,324
49221

552
10,¿143

r 66,561
4,103

27428
2',r,952
10,000
13,028
9,394

2.

3,081
j____37J-fl6

AmourtTr¡¡sfer out Fu¡ds
Ge0eral Fund

IHt Service Fund
Bonds and not€s

issua¡c¡ fund

Mrjor Fu¡d:
Debt service fund

Gener-¿l fund

General fund

$ 260,305
3@,257

to't,674
j______la&-

Transfers among indiüdual fimds rrere made for operational purposes. Transfers include;

a. Principal ald interest payments of long-term debt of §260,305 transferred &om the General Fund to the Debt
Service Fund.

b. Transfen from Debt Service Fund to the General Fund for excess funds on Mmicipal Redemption Fund -
sales and use taxes for $359,545 and interest ea¡ned on restricted cash of$712.

c. Transfers of §107,674 from the Bonds and Notes Issuance Fund to the General Fund for interest on cash

restricted wiü fiscal agent-
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NOTE E. CAPMAL ASSETS

Capital assets and depreciation activity as ofand for the year ended June 30, 2015 is as follows:

Bal¡rce
July l, 2014

Balance
Decre¡ses Jure 30,2015lncresses

Governmental activities:

Capftal assets, not being depreciated:
Land
Construction in p rogress

Total capital assets not being depreciated:

Capital ássets, being depreciated:
Land improvernents
Buildings and building imp rovements
hfrast ructure
Vehicles, machinery and eqüipñent

Total cap ital assets being deprecialed

Less accumulaled dep recialion for:
L¿nd imp rovements
Buildings and building improvements
I nfIastruct ure
Vehicles, machinery arid equipment

Total accur¡rulat ed de¡r reciat ion

Total cap ital assets being dep recialed, net

-s
1,334,863 2E5,642

$ 8,263,862 $

556,853
$ 8,263,862

1,606,074

8,820,715

1,687,506
33,744,801
12,718,879

6,001,534

56,152,720

1,334,863

342.246
244,O79
412,494

285,642

34,520
162,824

9,869,936

l,ó87,506
34,087,O47
12,928,$a
8,251,604

r 1,076,041 1,015,512

668,546 79,261

7,729,425 563.871

999,219 t97,344

¡0.¡ ir
150,614

56,954,595

7 47 ,807
t 2,091,553
8,262,99t
6,525,0336,279.895 395.152

25,753,907 2,054,402

30,198,813 (r,055,r83)

27,627,384

29,327,21I

§ t9,197,147

180,925

16,419

Covernmental activities capital assets, __§_- i2¿12É2!_ __§____222É!q __§___192{§!

Depreciation expense was ch¡uged to functionVprograms ofüe Municipality as follows:

Goverometrtal sctiüties:
General govemment
Public works ald sanitation
Public safety
Culture and recreation
Health
Welfare and community development
Education

Total depreciation expense, governmental actiüties

$ 223,974
691,640
102,361
756,745

s §11

148,028
t22,r2t

__s__2!z&_

38



COMMOIYVI/EALTH OF PTJERTO RICO
MT'NICIPALITY OF HORMIGTJEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTEF-LONG-TERMDEBT

l. Sunmary of long- term debl qctirity

The following summarizes actiüty in long-term debt for üe fiscal year ended June 30, 2015:

Bal¡rce ¡t
July l,201.1
(¡s reststed) lícfc¡sca

B¡lance et Due within
D€creases Jun. 30,2015 one Ye¡r

CÉneral, Special
Obligations Bonds

andNotes
Note payable to CRIM-

financing of
delinqlEni accormts

Compensated ab6ences

Chrislñas Bon16

Estimared Landfill
Closing Costs

Payable to CRIM-
property tax

Payable to PREPA
Detr ro COFIM
Net pension liabil¡t,'

$ 14,255,000 $ -

3,588
1,451,564 174,792

r E3,635 185.628

$1,000,000 $ t3,255,000 $ 842,000

1.361,5 r 2 37,302

262,477 205,EEl
948,915

- 12.271
21,7393a3 2,526,564

3.3EE
1,447,337

185,628

r,398,8 t4

468,35E 262,4'17
572.064 376,85 t 376,E51

- 12,27 !

- 30,2ó5,947 -

200
142,019
183,635

200
12E,974
lE5,62E

16,209,071 S3,r42,.t3t Sr,E97,9lE S .r7,453,s94 S r,796,130

2. General and special obligation bonds sad aotes

Pursuant to Act No. 64 of July 3, 1996 as amended, known as üe Puefo fuco Municipal Financing Act of 1996 the
Municipality is subject to a legal limitation on the total amount of indebtedness for general obligation bonds or notes,

special obligation bonds, notes o¡ instruments. The legal debt limitation of the Municipality for general obligation
bonds or notes or notes in advance of general obligation bonds is equal to l0% of the total apprais€d value of the
property located in the Municipality should be as said appraisal values are determined by rhe CRIM. For special

obligation bonds, notcs or instruments the Municipality is prevented to incur in additional obligations if the annual
payment of principal and inte¡est on said bonds, notes or insruments together with the annual payment ofprincipal and

interest ofthe outstanding ones at üat time exceeds l0% ofthe average recurrsnt operating income ofthe Municipality
ofthe 2 fiscal years immediately preceding the cunent fiscal year. These limitations arc not applicable to obligations or
loans whose sou¡ce of repayment is the SUT Municipal Redemption Fund. Debt margin for these obligations are based

on the Municipaliry's repayment capacity.

The Municipality's outstanding general and special obligation bonds and notes at June 30,2015 amount to
$13,255,000. All these bonds are sereiced by üe Govemmental Development Bank of Puerto Rico (GDB)
maturilg at various dates. The Municipality levies an annual additional special ad valorem tax of 27o of the assessed

value of personal and real propeny which is collected by the CRIM and deposited in the CAE Redemption Fund at

GDB. In addition, .2oA of the.5% municipal sales and use tax collected by the P.R. Department of Treasury is
deposited in an "[VU Municipal Redemption Fund" at GDB. Debt se¡vice funds have been esablished fo¡ the bonds
and notes at GDB with the proceeds of those p¡operty and sales and use taxes, whereby sufficient funds must be set

aside in order to cover the projected debt service requirement, before any new bonds a¡e issued.
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NOTE F - LONG-TERM DEBT - Cotrtinued

Principal and interest payments of certain long term debt issued for operational purposes (special obligation
notes of $3,000,000 and $203,000) are made through withholdings f¡om the advances of property t¿x and
amounts of municipal equalization fund send to the Municipality by the Municipal Revenue Collection Center
(CRIM). Principal and interest palments of special obligation notes of $305,000; $139,000; $1,027,000,
$385,000 and $2,010,000 are made th¡ough üe "Municipal Redemption Fund (nru)". A detail ofthe general and
special obligation bonds and notes as ofJune 30, 2015 fotlows:

Outstanding
Amount

1994 public improvement bonds of $125,000 due in a¡rual installments of
$3,000 to $10,000 through January l, 2019; bearing interest at 5olo $

1992 public improvement bonds of $168,000 due in annual installnents of
$2,000 to $17,000 through January 1,2017; bearing interest at 5%

1997 general obligation bonds of $175,000 due in annual installments ofS5,000
to $15,000 through July 1, 2021; bearing interest at rates ranging from 4.865%
to 6.560A (6.29yo at June 30,2015)

1996 general obligation bonds of 5390,000 due in annual installments of $5,000
to $40,000 through July 1, 2020; bearing interest at rates rangirg from 4.70o/o
to 6.58% (6.58 % ar June 30,2015)

l999 general obligation bonds of 5410,000 due in annual installments of $5,000
to $35,000 through July 1,2024;bearng interest at rates ranging from 2.70oA
to 7 .81yo (4.80% ar June 30, 2015)

2001 general obligation bonds of $425,000 due in amual installments of $5,000
to $40,000 thrcugh July 1,2025; bearing interest at rates rangng from 2.70%o

to 6 .13Y. (4 .80% ar June 3 0, 20 I 5)

1999 general obligation bonds of$736,000 due in annual installnents of$19,000
to $52,000 ürough lanuary 1,2024;bearing interest at 4.75%

1998 general obligation bonds of5983,000 due in annual instalhrents ofS23,000
to 565,000 through laruary 1,2024;bearing interest at 4.5%

2002 general obligation bonds of $1,000,000 due in an¡ual installmens of
$21,000 to $65,000 through January l, 2030; bearing interest at 4.50%

2000 general obligation bonds of $1,040,000 due in annual installnents of
$27,000 to $76,000 through January l, 2025; bearing interesf at 5.12yo

1997 geteral obligation boncls of $1,538,000 due in annual installnents of
$41,000 to $109,000 through January 1, 2022; bearing intercst at 4.7 5yo

2004 general obligation bonds o1S530,000 due in a¡mual installments of $15,000
to $40,000 through July 1,2024; bearng interest at rates ranging from 3.28%
to 5.28yo (4.53yo at June 30,2015)

2004 general obligation bonds of $1,355,000 due in annual installments of
$35,000 to $85,000 through July 1, 2029; bearing interest at rates ranging from
3.28yo ro 5.31% (4.53% at June 30, 2015)

34,000

32,000

85,000

175,000

250,000

285,000

392,000

493,000

725,000

612,000

667,000

325,000

950,000
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NOTE f - LONG.TERM DEBT - Contitrued

2006 general obligation bonds of $920,000 due in annual installments of §20,000
to $70,000 tbrough July I , 2030; bearing interest at rates ran gir.g ftom 4 .l7o/o

to 5.31o/o (4.53yo at June 30, 2015)

2007 general obligation bonds of$840,000 due in annual install¡nents of$10,000
to $75,000 tkough July l, 2031 ; bearing interest at rates ranging from I .48%
to 7 .50yo (l.52oa at June 30, 2015)

2008 general obligation bonds of5569,000 due in a¡nual installnents of$40,000
to $??,000 through July 1,2017; bearing interest at rates runging from 1.48%
to 7 .50Yo (1 .52Yo at June 3 0, 20 I 5 )

2008 special obligation notes of $139,000 due in a¡nual installments of S2,000 to
$ 1 1 ,000 through July 1 , 2032:, bearing interest at rates ranging from I .50% to
7 .25Yo (1.52'Yo at Jtne 30, 2015)

2008 special obligation notes of $1,02?,000 due in annual installmen§ of
$16,000 to $87,000 through July 1, 2032; bearing inter€st at rates ranging from
l.48yo to 7 .25% (1.52% at June 30, 2015)

2007 special obligation bond of$3,000,000 due in annual installments of$60,000
to $205,000 through July l, 2032; bearing interest at 5.839/o

2007 special obligation bond of $203,000 due in annual installments of $14,000
to $27,000 through July 1,2017; bearing interest at rates ranging from 1.50%
to 7 .50yo (l.52yo at June 30, 2015)

2008 special obligation notes of $385,000 due in annual installments of$5,000 to
S30,000 th¡o"eh July 1,2033; bearing interest at rates ranging from 1.48% to
'7 .50oA (l.52Yo at J'¡ne 30, 2015)

2010 general obligation bonds of$510,000 due in annual installments ofS35,000
to §65,000 ürough July l, 2019; ; bearing interest at rates ranging from 6.007o

ro 6.5% (6.00% ar June 30, 2015)

2010 general obligation bonds of S285,000 due in annual inst¿llments of S5,000
to $25,000 through July l, 2034; bearing interest at rates ranging fiom 6.00oá
to 6.5yo (6.00yo at tune 30, 2015)

2010 general obligation notes of$160,000 due in annual installment§ ofSl5,000
to $30,000 thrc.eh July 1,2016; bearing interest at rates ranging ftom 6.0% to
7 .50Y. (6.00Yo at lune 30, 2015)

2010 municipat obligation notes of $235,000 due in annual instalLments of
S25,000 to $40,000 through July l, 2016; bearing i¡terest at rates ranging from
6.00A to 6.50Yo (6.00% at June 30, 2015)

2013 special obligation bond of$2,010,000 due in a¡rual installments of$30,000
to $175,000 though July 1,2037; bearing interest at rates ranging from 6.0%
to 7 .50o/o (6 .00yo af June 3 0, 20 I 5 )

Outstanding
Amount

715,000

710,000

216,000

124,000

914,000

2,490,000

76,000

345,000

295,000

260,000

55,000

80,000

1,950,000

4l
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COMMONWEALTII OF PUERTO RICO
MIJNICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JrrNE 30,2015

NOTE F - LONG.TERM DEBT - Continued

A¡¡ual requirements to amortize general and special obligation bonds and notes as of June 30, 2015 are as

follows:

Juoe 30,

2016
201'l
2018
2019
2020

2021-2025
2026-2030
2031-2035
2036-2038

Totals

Principal

$ 842,000
890,000
851,000
782,000
817,000

3,758,000
2,962,000
1,873,000

Itrterest

s 692,269
702,627
653,364
610,212
564,674

2,168,800
t,202,994

363,556
480,000 38,250

_§_____!¿!§{99_ _§ Í9efl46

Credit Bting agencies have been downgrading their rcting on the Commonwealth debt obligations based on among

other problems, in years of deficit financing, pension underfunding, budgaary imbalance and a prolonged economic
recession. These downgrades may have a significant impact in the economic envi¡onment of Puerto Rico and the

Commonwealth Govemment, its instrumentalities and the muñicipalities in critical areas such as access to markets and

liquidity for the current fiscal year and thereafter. Therefore, the participation ofthe Municipality in the bond market has

been delayed waiting for the credit mting of the Commonwealth and its instrumentalities to improve or for mo¡e
favorable ma¡ket conditions-

3. Other long+erm liabilities

Outstanding
Amount

Note payable to CRIM (Financing of delinquent accounts) - On March
19,2002 üe Municipality entered into a fmancirg agreement with the
CRIM in the amount of $158,431 to finance delinquent property tax
accounts sold to private investors, under the provision ofAct No. 146 of
October 1 1 , 200 1 . The agreement is in the form of a non-revolüng line
ofcredit bearing interest of6.57o for the first five years and variable for
the next twenty-five yea¡s at 125 points over London Interbank Offered
Rate (LIBOR) and is due on December 1,2032. As described in Law
No. 146, interest pa)rynents for üe ñrst five years were financed through
.48% of üe net increase of subsidy provided by the Cornmonwealü of
Puerto Rico's general firnd. Also, during the first five years any
collection flom those delinquent accounts was credited to the loan
principal. After the five-year period the loan outstanding balance was
restructured for a twenty-five years period. Arnount will be repaid with
unrestricted funds through withholdings f¡om the advances of property
tax and amounts of the municipal equalization fund sent to the
Municipality by the Municipal Revenue Collection Center. Debt service
requirements in future years are as follows: S 3,388
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COMMONWEALTH OF PI,JERTO RICO
MUNICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINAIICIAL STATEMENTS
JLJNE 30,2015

NOTE F - LONC-TERM DEBT - Continued

June 30, Principal Int€rest

2016
2017
2018
2019
2020

2020-2024
2025-2029
2030-2032

Totals

200 $
199

199
199
199

997
991
398

208
195

183
170
158

ó05
295
3l

¡ 33EE _§________1,!11-

Compensated abs€nces - i¡cludes accrued vacations, sick leave benefits
and oüer benefits with simila¡ characteristics such as compen§atory

time; represents the Municipality's commitment to fund such costs fiom
future operations. The amount is paid wiü unrestricted funds.

Christmas Bonus - represents üe accrued portion corresponding to fiscal
year 2015 of üe Christmas bonus to be paid in December 2015 with
un¡estricted firnds.

Estimated closure and post-closure care costs of Municipal Landfill -
The Municipali§ owns and operates a MSW landfill in Barrio Jaguitas,

Hormigueros since about 19'17. -Íhe Municipality has recognized an

estimated liability for future closure and post-closure cáre costs. (See

Note J)

Pay¡ble to CRIM, property tax advances - r€presents the amount
reported to CRIM of the settlement of excess of advances over actual

collections of property taxes applicable to fiscal year 2015. (See related
Note K)

P¡yabl€ to PREPA - As requüed by Act No. 83 of May 2, l94l the Puerto

Rico Electric Power Authority C"REPA) should annually pay to th€

Municipalities of Puerto Rico a contribution in lieu of tax (.'CELr)
based on celain requirements as specified by the mentioned Act. The
amount of CELI obligation is used by üe Municipalities to finance the

a¡rnual electric utility expense payment to PREPA. Balance outstanding as

of June 30, 2015 of $684,890 rep¡esents the unamortized excess amount of
annual energy charges over the CELI obligation of fiscal year 2012:2013,
which will be fully amonized during the next fiscal period. The applicable
transactions of liscal period 2013-2014 to be recognized in the current year

financial statements have not been produced and informed by PREPA. As of
June 30, 2015 the outstanding amount is recoenized by the Mudcipal§ as

a receivable and a liability to PREPA and will be paid in fiscal year

2015-20t6.

Outstanding
Amount

1,487 337

1E5ó28

139E,Er4

4ór¡58
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COMMONWEALTH OF PUERTO RICO
MI,]NICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUIIE 30,2015

NOTE F - LONC-TERM DEBT - Continued

Outstrnditrg
Amouot

P¡ysble to CO['IM, sales atrd us€ t¡r advances - rcpresents the amou¡t rspofed
by COFIM of the final setllement of excess of advances over actual collections
ofsales and use taxes applicable to fiscal year 2014-2015. (See related note M)

Net pension liability - represents the proportional sha¡e of the collective persion

liability ofall employers for benefits proüded through the pension plan as ofJune
30, 2015. (Se€ ¡elated note O)

t2,271

30265,947

NOTE G. DEFERRED INFLOW OF RESOT'RCES

l. Govenment wíde and governmental funds:

Municipal lice¡se taxes ("patentes en suspenso") are due on July I and January I of üe subsequent fiscal year.

Taxes may be paid in advance to üe due dates. These taxes paid in advaace are recorded as revenues or inflows
of resources in the following fiscal period. Due to this üme requirement the amount paid in advance of
$1,329,056 is recognized as deferred inflows ofresources as ofJune 30, 2015.

2. Gowrurnentalfunds - unwailable revenues:

As required by current standards, revenues and oüer govemmental fund financial resources should be

recognized in the accounting period in which they become both measurable and available. Wlen an asset is

recorded in govemmental fund's financial statements but üe revenue is not available, üe Municipality should

report a deferred inflow of resources until such time as the revenue becomes available. A detail ofthese balances

follows:

Com m onwe¡lth
Govcrnr¡reít

Funds
Fc dc r¡l
Crents Other§

Maior fund - Gcnar¡l fund:
P.R. Electric Po\r€r Aühority (PREPA)

P.R Department of Trea$ry - Chrislmas

bonus reimbr.¡rsement

GDB final settlement ofFAM Municipal
Development Fünd

Rent - mmicipal properties

M¡ior fund - CDBG fund:
Office of Commissioner of Muricipal Affairs - CDBG

M¡ior fu¡d - Lcgisl¡ture Resolutions Fund
Legislature Resoh¡t ions

M¡ ior fund - Dcbt Service Fuúd
GDB - final setrlefnent of M.l M(micipal

Redemprion Fúd
Other Non-Maior fürds

P.R Depafment of Labor - Law #52

$ 376,852

46,666

23,621
I t5,723

t 0E,63E

t7

91,262

92,500

44
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COMMONWEALTH OF PUERTO RICO
MIINICIPALITY OF HORMIGIIEROS

NOTES TO BASIC T'INANCIAL STATEMENTS
JUNE 30,2015

NOTEH-F'I]NDBALANCE

l. Fund balance classiJications

The govemmental fund balance classifications and amounts at June 30,2015 are shown in the following table:

Ge re r¡l Bloc¡( Gr¡ni
ProSr.n

$

Lo gls l¡tlve
De bt Servlce

Oibc.

To trl

601,928 t5óó,841

ó59

1074,9U

E,975

t2.75t

'774

482.4t3

t7,598

26

8,975

t2J5t

114

482.498

t074.9 t4

2,t86,367

ó85

85 60r,928 1074,9 A t567,500 5 22,517 3,7óó,9ó4

Rcsrrbrcdl

G.ncñlpublk wo rks and sanitaiion

P ublic s a fcly

Spols, cullurc snd r.cr€atio n

tlo us ing, aE lfarc and co mmuritydcvelopm.nt

Cspitsloutl¡)s

Gencmlgov€mmcnl and oihcrpuAo ses

Assigñedl

Gcncr¡lpubli. trorks and sannation

Public safcty

Sports, cufturc and r.cr.a tio n

Housirs, v!r¡rc aDd commuDitydevelo pñ.nt

Capitaloutlar§

cencral govcmm€nt and oth€.purposes

thassigncd

40,946

652

4,075

5,t83

3ó r,891

222,022

40,94ó

652

4,O75

b,a3

ló 1.891

222,022

644,769 644,769

2415.37O (D0,8771 (22 7,021) 1354.140) 1\7 D,7 )0

$ 3,0 ó 0,13 9 $ ( 12 0,79 2) 37{t905 r,074,914 s 1,5ó7,500 § t67,191 S 6,12¡,¡ó3
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COMMONWEALTH OF PI,IERTO RICO
MI,'NICIPALITY OF HORMIGT]EROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE H - FLJND BALANCE - Continued

2. Fund balqnce dúciÉ

Certain special funds included in the ñmd statements disclosed fund balance deficits as follows:

M¡ior Funds:
Community Development Block Grant Prog¡am

Otber Coverrmetrt¡l Futrds:
P.R. Department ofLabor - Law No. 52
Enüronmental Compliance
NSIP
Home Caregivers
TANF
COP
FTA
DTOP
Title III
Emergency Shelter Gm¡¡t
Others

Amoupt

$ r20r9

$ 10ó,249
12,024
3ó,898
35,1óó
12,023
10,000
2',7,367

28,559
2,142

10,720
3-240

§ __284JEE

These deficits result fiom the recognition of defer¡ed inflows of resources for unavailable revenues. As required

by cuÍent standards, the Municipality recorded intergovemme ntal fevenues for reimbursement (expenditure-

driven) grants on fund statements when atl applicable eligibility requirements have been met and the resources

are available. Any amount not covered by the corresponding award will be covered with future budgetary

appropriations ofthe general fund, if necessary.

NOTE I - NET INYESTMENT IN CAPITAL ASSETS

The net investment in capital assets component of net position consists of capital assets, net of accumulated

depreciation, reduced by the ouStanding balances of bonds, mortgages, notes, or oüer borrowings that are

amibutable to üe acquisition, construction, or improvement of those ass€ts. The portion of the debt attributable to

sigaificant unspent proceeds should not be included in the calculation. The amor¡nt of net investment in capital

assets as ofJune 30,2015 is comprised ofüe following:

Description Amount
Capital assets, net of accumulated depreciation
Outstanding balance on capital related debt
Unspent capital related debt proceeds

§ 39,197,t47
(12,005,000)

1,5ól,397

_!___2!J§1'54!_
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COMMOI{VYEALTH OF PUERTO RICO
MT]NICIPALITY OF HORMIGI,IEROS

NOTES TO BASIC FINAIICIAL STATEMENTS
JUNE 30,2015

NOTE J. LAIIDFILL CLOST'RE A¡ID PO§TCLOSI]RX CAR.E COST§ OBLIGATIONS

The Municipal operates a landfill since 1977. Commonwealth and Federal laws and regulations require the

Municipality to place a final cover on its landfill when it stops accepting waste and perform certain maintenance and

monitoring functions at the landfill site for thirty years after closure. ln addition to operating expenses ¡elated to

current actiüties ofüe landfill, an expense proüsion and related liability should be recognized based on the future

closure and post closure care costs that will be incurred nea¡ or after the date the landfill no longer accepts waste.

The Municipality has performed a study of the actiüties that need to be implemented at the Municipality's landfill
to comply wiü applicable laws and regulations.

As a result of üis snrdy, the Municipality has recognized an estimated liability for future closure and post-closure

care costs. The recognition of this liability is based on the amourt ofüe landfill used during the year. The estimated

liability for landfill closure and post-closure care costs lus a balance of $1,398,814 as of June 30, 2015 which is

based on 6ó% usage of the landfill. It is estimated that an additional S7&,685 \¡/ill be recognized as closu¡e and

post-closure care expenditures between the date ofthe balance sheet and the date the landfill is expected to be filled
to capacity (December 2035). The estimated total current costs of the la¡dfill closure and post-closure care

($2,163,499) is based on rhe amount that would be paid if all the equipment, facilities and services required to close,

monitor and maintain the landfill were acquired as of June 30, 2015. However, the actual cost of closure and post-

closure care may be higher due to inflatiorl changes in technology, or changes in landfill laws and regulations.

NOTE K- PROPERTY TAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealü of Puerto Rico is responsible for the

assessment, collecüon and distribution of real and personal property taxes. The tax on personal property is self-

assessed by the tarpayer. The assessment is made on a return, which must be filed üü the CRIM by May 15 of
each year and is based on the curr€nt value at the date of the assessment. Real property is assessed by the CRIM.
The tax is general assessed on January 1 on all taxable prop€rty located within the Municipality and is based on the

current value existing in the year 1957. For personal property the tax is due with the return filed on or before May

15. Taxes on real property may be paid on two equal installments, July lst and January lst. Total ta.\ rates in force

as of June 30, 2015 are 8.03oá for personat property and 10.03% for real property. The distribution of these rates

follows:

Description
Person¡l Real
Property Property

Basic property tax iatq which is appropriated for general

purposes and accounted in the Municipality's general ñ.rnd:

Percent that belongs to the Commonwealth's debt service

tund:
Percent that belongs to üe Municipality's debt service fi¡nd:

Total tax r¿te:
Discount granted by law to the taxpaye.s but reimbursed to the

Municipality by the P.R. T¡easury Department:
Total pqcent to be paid by taxpayers:

Residential real property occupied by its owner is exempt by law from property taxes on the first §15,000 of the

assessed value. For such exempted amounts, üe Puerto Rico Depanment of Treasury assumos the payment of the

basic tax to üe Municipality, except for residential units assessed at less than $3,500 on which a complete
exemption is granted. Revenue related to exempt property is recorded in the General Fund. The Municipaliry grants

a complete exemptioD from personal property taxes up to an assessment value of$50,000 to retailen with annual net

sales of less than $150,000.

4.000/0

1.03%
6.00./o
t.o3v"

3.N% 3.W.
8.030/" 10.030/"

(.20v.) (.2oo/o)'I.83vo 9.830

4',7



COMMONWEALTH OF PUERTO RICO
MT,'NICIPALITY OF HORMIGT,'EROS

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE K - PROPERTY TAXES - Continued

The CRIM advances funds to the Municipality based on an estimate of special govemmental subsidies and the
property taxes to be levied and which are collected in subsequent periods. This dist¡ibution includes advances of
property tax and amounts of municipal equalization fund from the Commonwealth govern¡nent. The CRIM is
required by law to prepare a senlement statement on a fiscal year basis, whereby a comparison is made between the
amounts advanced to the Municipality and amounts actually collected from taxpayers. The CRIM prep¿res a
preliminary settlement not later than three monüs after fiscal year-end and a final settlement not later than six
months afte¡ fiscal year-end. If actual collections exceed üe adyances a receivable from CRIM is recorded.
However, if advances exceed actual collections, a payable to CRIM is recorded. A payable of $468,358 resulting
from üe lrnal settlement offiscal years 2013-2014 ($262A77) a:nd 2014-2015 (S205,881) is recorded as oüer long-
term debt in üe government-wide ñnancial statements since it will not be paid with current available financial
resources.

NOTE L - MI]NICIPAL LICENSE TAXES

Municipal license taxes are assessed annually by the Mudcipality to all organizations or entities doing business in
the Municipality's location except for entities totally or pafially exempt pursuant to certain Commonwealth's
statutes. This tax is based generally on volume of business or gross sales as shown in a tax retum that should be
submitted on or before April I 5 .

During the fiscal year ended June 30, 2015, the tax rates were as follows:

Financial business 1.50oá ofgross revenues
Oüer organizations - .50o2 ofgross revenues

The tax is due ir two equal installnents on July I and January I ofeach fiscal year. Tax revenue is recognized at
that moment by the Municipality. A discount of 5% is allowed when full payment is made on or before April 15.

Municipal license taxes collected prior to June 30 but pertaining to the next fiscal year in üe amount of$1,329,056
is recorded as deferred inflows of¡esources.

NOTE M- SALES AND USE TAXES

As imposed by Commonwealth and Municipal laws and regulaúons, the citizens ofPuerto Rico are subject to a sales

and use tax ("SUT") on a broad range of goods and services. The total tax is imposed at a combined 'lYo rate of
which 6% belongs to the Commonwealth (collection process administered through üe Puerto Rico Department of
Treasury) and l% for the municipalities (collection process administered through the Municipal Finance
Corporation *COFIM").

The Municipal SUT is due the 20th day ofeach month based on tax collected in the preceding monü. Merchants at
the Municipality of Hormigueros may render their tax returns and payments directly to the Municipality as certain
municipalities decided to collect the tax affer b€ing certified as such by COFIM. These certified collector
municipalities may accept filings and payments through their Municipal Collections Officer. This informaüon
should be transmitted on a daity basis by the collector Municipalities to the COFIM data base. In addition,
merchants can render their tax retums and payments through COFIM's web site or through a bank institution.
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NOTES TO BASIC FINANCIAL STATEMENTS
JLINE 30,2015

NOTE M - SALES AND USE TAXES - Continued

In order to address the fiscal and credit crisis of üe Commonwealth of Puerto fuco, the GDB liquidity and the

difticult fiscal situaúon ofthe municipalities of Puerto Rico, ot latuNy 24,2014 üe Commonwealth approved Acts
No. l8 and No. 19. Those Acts proüde for üe restructuring and creation of financing structures Aom sales and use

tax sources to guañrntee and pay municipal long-term debt issuances. As a result of this legislation the

municipalities of Puerto Rico may improve its credit capacity along wiü maintaining sufficient resources for
operaúons.

Act No. l8 known as üe "Municipal Administration Fund Lau/' was effective February l, 2014. This Act improves
the financing capacity of the Puerto Rico Sales Tax Financing Corporation C'COFINA'), a component unit of the

Commonwealth and a related entity of GDB, and creates a special fund called "Municipal Adminisu"tion Fund"
("FAM") under custody of GDB. The FAM permis üe Municipalities to guarantee and pay long-temr debt and

proüde funds for their general operations. The Act includes proüsions for municipalities that do not want to be

covered by the Act. Special rules apply for those municipalities. The Municipality of Hormigueros signed the

agreement to be covered.

The FAM will be funded in all fiscal years üü an amount attributable to the .5% of the Commonwealth's SUT for
üe current fiscal year once all required deposis by law have been made to COFINA from üe 6% Commonwealth's

SUT. The .5% is distributed as follows:

a. .2% deposited in üe "Municipal Development Fund" to be distributed to the municipalities to ltnance

operational costs,

b. .2% deposited in a "Municipal Redemption Fund" or may be deposited in üe municipalities' general fund.

The municipalities has üe option to maintain funds in the "Municipal Redemption Fund" to increase its debt

margin and,

c. .1% deposited in a "Municipal Improvement Fund" to finance capital improvement projects; these funds will
be distributed based on legislation from the Commonwealth's Legislature.

To the extent üe amount of Commonwealth SUT collecüons available for deposit into üe FAM during any fiscal
year is less than the amount amibutable to 0.5% of the Commonwealth sales and us€ tax for such fiscal year, the

Commonwealth's General Fund is required to cover any such shortfall.

Act No. 19, effective on February l, 2014, created the Municipal Finance Corporation ("COFIM") a public
corpor¿tion and a component unit ofGDB. COFIM is authorized to issue bonds and use oüer financing mechanisms

to pay or refinance all or a portion of üe municipalities' debt obligations payable from üe l% municipal SUT. The

Act includes proüsions for municipalities that do not want to be covered by Act No. 18. Special rules apply for
those municipalities. As discussed above the Municipality of Hormigueros signed the agreement to be covered by
Act No. 18.

The frrst collections of üe I o/o municipal SUT are deposited into the COFIM'S sinking fund until the greater of: .3yo

of the 1% municipal SUT or an A¡nual Renlal Fee ("R.FA"). The RFA for fiscal yeat 2014-2015 is $65,541,281 and

thereafte¡ will be 1.5% of the RFA of the preceding ñscal period. The excess amor¡nt of 1oá municipal SUT
remaining after the required deposit to the COFIM'S sinking fund (the "l% Municipal Transfei') is transferred to
üe general fund of municipalities or to üe Municipal Redemption Fund as decided by the municipality. If at any
moment the required deposits to üe COFIN's sinking fund were not sufficient to pay principal and interest of any
outstanding obtigation the deficiency will be covered by appropriations of üe Commonwealü's general fund
budget.
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NOTE M - SALES A¡ID USE TAXES - Continued

The Act proüdes for monthly cash advances from GDB to the Municipalities wiüin the hrst ten days of each

month. These cash advances are necessary to address üe cash shonfall caused by the tirning delay resulting from üe
lag in availability of operational funds to the municipalities caused by interposing the COFIM (Act No. 19) and

COFINA (Act No. 18) sinking fund requiements prior to making such funds available to the municipalities. Such

advances are payable from the amount to be received from l% Municipal Transfer as a result ofAct No. 19 and üen
from the FAM as a result of Act No. 18. If such cash advances exceeds üe amount corresponding to üe l%
Municipal Tr¿nsfer and the FAM, the excess will be deducted on a prorate basis from ihe next fiscal year cash

advances. Otherwise, üe excess amount will be paid to üe municipalities.

GDB submined to the Municipality üe final settlement of the l% Municipal Transfer, FAM Municipal
Development Fund, and üe IVU Municipal Fund. The SUT Municipal Redemption Fund fural setdem€nt also

includes a percent of the FAM Mrmicipal Development Fund since those funds are deposited in üe SUT Municipal
Redemption Fund to increase the Municipality's credit margin. The FAM Municipal Development Fund and üe
SUT Municipal Redemption Fund actual cash collections exceeded cash advances by $23,621 (FAM Municipal
Development Fund) and S91,262 (SUT Municipal Redemption Fund plus üe percent of the FAM Municipal
Development Fund). These amounts are recorded as deferred inllows of resources in üe governmental fund

statements since is not available are requi¡ed by current standards. The l% Municipal Transfer actual cash advances

exceeded cash collections by §12,271 and üe amount was recorded as a long term debt since it is not required to be

paid with current fi-nancial resou¡ces.

For üe year ended June 30, 2015 the Municipality recorded as ¡eve¡rue $1,586,¿145 in üe general fund of which (a)

$315,599 conesponds to the FAM Municipal Development Fund, (2) $1,246,123 corresponds to the 1% Municipal
Transfer and, (3) $24,723 of interest and late charges. The debt service fund reported §496,870 corresponding to the

SUT Municipal Redemption Fund.

NOTE N - INTERGOVERNMENTAL REVENUE§ AITD FEES, FINES AND CHARGES FOR
SERVICES - GENERAL FI]ND

l. lntergovemmental revenues in the General Fund are comprised ofthe following:

Amount of municipal equalization fund sent by CRIM
Reimbursement fiom P.R. Department of Treasury - Christmas

Bonus reimbursement
lnfrastructure fund
Special Fund - "Bellas Artes"
Additional uniform contribution and special laws and pensioners

additional benefis subsidies from Commonwealth Government
other

Amount
§ 3,835,9ó1

§_____!Je!§47

157,401
24,152
,7 R{§

150,098
1,080
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MTJNICIPALITY OF HORMIGUEROS

NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE N - INTERGOITERNMENTAL REVENI,'ES AND FEES, FINES AND CHARGES FOR
SER\aICES - GENERAL FIIND - Continued

2. Fees, hnes and cbarges for services revenues reported in the general fund are comprised of the fol.lowing:

Amount
Compensation in lieu of tax from the Puerto Rico

Electric Power Auüority (PREPA)
P.R. Department of Education - transportation services

to students
Construction excise tax
Rental income
Licenses and permits
Fines
Land lots sales

Solid waste disposal
Oüer

NOTE O-RETIREMENT PLAN

$ 1,734,329

301,732
t20,330
397 ,935

6,528
5,304

61,916
31,055

§___2,67§l2e_

l. Plan description

The Municipality is a participating employer in a retirement plan administered by the Employee's Retirement

Slstem of the Govemment of Puerto Rico and its Instrumentalities (ERS). ERS covered all regular full-time

public employees working for üe executive and legislative branches and üe municipalities of the
-Comnonwáalth 

of Puefo Rico (including mayors); the firefighters and police of Puerto fuco and employees of
certain public corporations not haüng thei¡ own retirement systems. Prior to July l, 2013 the ERS operated

under the following benefis structu¡es:

. Aa No. 447 of May 15, 1951 (*Act 447") effective on January l, 1952 for members hired up to March 31,

1990,

. Act No. I of February 16, 1990 ('Act l") for members hi¡ed on or after April l, 1990 and ending on or

before December 31, 1999,

. Act No. 305 of September 24, 1999 (wbich amended Act 447 and Act I ) for memben hi¡ed from January l,
2000 up to June 3,2013.

Employees under Act No. ,147 and Acts No. I were participants of a cost-sharing multiple employer defined

benefit plan. Act No. 305 members we¡e participants under a pension program known as System 2000 (the

System), a hybrid defined contribution plan. Under the System there was a pool of persion assets invested by
the ERS, together üth those of the current defined benefit plan. Benefits at retirement age were not guaranteed

by üe Commonwealth and were subjected to the total accumulated balance of üe savings accounts. Effective

July 1, 2013 Act No. 3 of2013 ("Act No. 3") amends the provisions ofüe different benefits structures under

the ERS. Act No. 3 moves all participants (employees) under üe defined benefit persion plans (Act No. '147
and Act No. l) and the defined contribution plan (System 2000) to a new defined contribution hybrid plan.

Contributions are maintained by each paficipant in indiüdual accounts. Credits to üe indiüdual accounts

include (l) contributions by all members of ERS Act No. ¿147 and Act No. I defined beneñt peosion plans añer

June 30,2013; (2) üe retirement savings account as ofJune 30,2013 ofSystem 2000 panicipants and, (3) üe
investment yield for each semester ofthe fiscal year.
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2. Benefi* provided

Elisíbili.!-for retirement. Act No. 3 establishes the following retirement eligibility requirements: (l ) Act No. 447

regular employees upon attaining a range between 59 to 6l years (depending of date of birth) and l0 years of
creditable service, (2) Act No. I employees upon attaining 55 yean with 30 years of creditable service, (3)

System 2000 regular employees upon attaining a range between 6l to 65 years (depending of date of bi¡th) and,

(4) Act No. 3 employees hired after July l, 2013 upon reaching 67 years. High risk employees (state and

municipal police, firefighters and custody officials) under Act No. ,147 and Act No. I will be eligible at 55 years

with 30 years of creditable service, for System 2000 employees at 55 years of service and for Act No. I
employees hired añer July I , 20 I 3 upon reaching 58 years.

Accrued beneJits. Nl members are entitled to a lifetime an¡uity based on the balance ofthe deferred contribution

indiüdual account at the time ofthe retirement calculated based on a factor that will incorporate the indiüdual's
life expectancy and a rate of return. For Act No. ,f47 and Act No. 1 active participants all reti¡ement benefits

accrued tbrough June 30, 2013 were frozen, and thereafter, all future benefits accrue under Act No. 3 plan. These

participants will receive a pension at retirement age equivalent to what they have accrued under Act No. 447 and

Act No. I up to June 30, 2013 plus the lifetime aruruity corresponding to contributions made to the indiüdual
account after July l, 2013 as described above. Act No. 447 panicipanS, except poüce and mayors, may elect to

coordinate coverage with Social Security benefrts ('Coordinated plan"). Under this option participants are

subject to a benefit recalculation upon attainment of the Social Security Retirement Age. For all memben, ifthe
balance of the defined conribution individual account is less than $10,000 the amount shall be paid as a lump

sum instead of an annuity. Effective July l, 2013 the minimum monthly pension amount for members who

retired or disabled before July l, 2013 is S500.

Terminqtion beneÍts. Members are eligible to a lump sum payment of the defined contribuüon indiüdual
account as of the date of the permanent separation of service upon termination of service prior to 5 years of
service or if üe balance of the defined contribution indiüdual account is less than $10,000.

Dqferred retirement. Mernbers are eligible at the applicable retirement eligibility age to a lifetime annu§ based

on the balance of the deferred contribution individual accouni plüs the accrued benefit as of June 30, 20 I 3 (for

Act No. 447 and Act No. I members) upon termination of service with 5 or more years of service (10 years of
creditable service for Act No. 447 and Act No.l members) but prior to the applicable retirement eligibility,
provided the member has not taken a lump sum withd¡awal from the defi¡ed contribution individual account.

D-sú_bglgilLYor non-retired members their designated beneficiaries üll receive a refund of üe balance of üe
deferred contribution individual accomt plus the accrued benefit as of June 30, 2013 (for Act No. 447 arñ Acf
No. I members). For pensioned members retired prior to June 30, 2013 the a¡rnual income to a widow or
widower or dependent children is equal to 607o ofthe retirement benefit payable for life for a surviving spouse or
disabled children and payable until age 18 or age 25 ifpursuing studies for non-disabled chitdren. For pensioned

members retired after June 30, 2013 payments to beneficiaries will be üe excess, if any, of the balance of the

deferred contribution individual account plus the accrued benefit as of June 30, 2013 (for Act No. ,147 and Act
No. I members) over the total arinuity payments Paid to the member and any beneficia¡ies
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Disability benefits. Members who are permanently sepa¡ated from service due to total and permanent disability,
pr¡rsuant to Act No. 127 of June 27, 1958, as amended, or due to terminal illness, as determined by the
Administrator, shall be entitled to the balance ofthe deferred contribution individual account in a lump sum. or
through the grant of an annuity, or any other optional form of payment pursuant to Section 5-110 of Act No.
447, at the option ofthe participant, plus the accrued benefit as ofJune 30, 2013 (for Act No. ,147 and Act No. I
members) at the applicable retirement eligibility age. Beginning on June 30, 2013, no disability pensions shall
be awarded punuant to Sections 2-107 thru 2- I I I of Act No. 447. A disability benefits program is established

which shall proüde a temporary annuity in üe event of total and permanent disability. Disability benefits may
be proüded through one or more disability insurance contracts with one or more i¡surance companies

authorized by üe Offrce of the Commissioner of Insurance of Puerto Rico to conduct business in Puerto Rico.
The determination as to whether a penon is panially or totally and permanently disabled, sball be made by üe
insurance compatry that issues the insurance policy covering the pariciPant.

Soecial lqws and oensioner additionql benefits. The Municipality is required to cover oüer reti¡ement benefits
of its retired employees (if retircd prior to July l, 2013) as required by Commonwealth's laws, includbg: (l)
various special laws - ad-hoc cost of living allowance adjustments (COLA) provided in prior years; (2) various

special laws additional minimum pension benefits and, (3) Act No. 3 retired pensioners "Additional Benefits

Program". All of these other retirement benefits are applicable only to employees who retired prior to July l,
2013 under Act No. 447 and Act No. l. The "Addiüonal Benefits Program" includes: (l) a medication bonus of
$100 per member which shall be paid no later than July 15 of each year; (2) a Christmas bonus of S200 per

member which shall be paid no later üan December 20 of each year and, (3) a matching share of $1,200 for
healthcare insurance plan. These healthcare benefis are proüded through insurance companies whose

premiums are paid by the retied employees u¡ith the matching share financed by the Municipality.

3. Contributions

The Act No. 3 is the authority under which obligations to contribute to the Plan by üe Plan members, employers

and other contributing entities are established or may be amended. Contribution rates are not actuarially

determined.

Members. All participans (non-coordinated plan) are required to contribute l0% of gross salary. Participants

under üe Coordinated plan (only Act No. 447 participants with beneñts coordinated üü social security

benefits, as described above) are required to contribute 8.5% of gross salary up to $6,ó00 plus l0% of gross

salary in excess of $6,600 for fiscal year 2014-2015 and l0% of gross salary effective July 1, 2015. Memben
may voluntarily make additional contributions to üeir defrned contribution indiüdual account.

Palroll-based euplover contribution. The Municipality contributed 13.275% of goss salary for fiscal year 2014-

2015. Act No. 3 requires an additional l% annually for each of the next fiscal year and 1.25% annually for each

of the five years thereafter, reaching an aggregate contribution rate of 20.525yo effective July 1,2020. The
Municipality contributed $660,480 during fiscal year 2014-2015. These amount represented the 100% of the

required contribution for the corresponding year.
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Additional uniform contribution. To improve üe üquidity and solvency ofüe ERS, the Commonwealü enacted

Act No. 32 of2013, which amended Act No. ,147 to provide for an Additional Uniform Contribution ("AUC").
The AUC will be financed by all participating employers (including the Municipality) of the ERS. Begirming
with the 2014-2015 until 2032-2033 fiscal year, the AUC will be the uniform contribution certified by the

extemal actuary of the ERS at least 120 days prior to the start of each fiscal year, as necess¿ry to avoid haüng
üe projected gross assets ofüe ERS, du¡ing any subsequent fiscal year, to fall below $1,000,000,000. The ERS

will determine the amount of AUC to be billed and paid by each employer during each ñscal year.

Commonwealü laws proüde for a subsidy of the AUC obligation, applicable to all participating employers
(including the Municipality) of the ERS that the Puerto Rico OfEce of Management and Budget ("OMB")
determine do not have financial capability to pay the AUC obligation. For fiscal year 2014-2015 üe
Municipality's AUC obligation amounted to S142,089 and the OMB provided a subsidy of$29,748.

Disabilitv insurqnce. As described above, a disability benefits program is established which shall provide a

temporary annuity in the event of total and permanent disability. All members shall mandatorily contribute to a
disability inswance established by Act No. 3 for which participants shall have to contribute such sums, lxed in
dollars or a percent of the salary determined by the ERS. The contribution required is equal to o¡ less üan .25%

of the participant's salary. This contribution shall not be credited to the participant's deferred contribution

indiüdual account.

Soecial laws and oensioner additional benef.ts. These other reti¡ement benefits are funded on a pay-as-you-go

basis and billed by ERS to the Municipality at the beginning of each fiscal year. As required by Act No. 3, the

invoice includes a supplemental contribution of$2,000 per pensioner to finance the Additional Benefits Program.

The Municipality recorded $236,856 as expenditue in tlrc general fund for üese additional benefits for the fiscal

year 2014-2015 and the OMB provided a subsidy of$120,350.

4. Pension Liabilities, Pension E4tense, and Delened Outllows ofResources and Delerred Inflows of Resources

Related to Peasions

The ERS has not issued audited financial statements as of and for the fiscal year ended June 30, 2014 under

GASB Statement No. 67 "Financiql Reporting for Pension Plans an amendment ofGASB Statement No. 25".

Furthermore, on March 8, 2016 the ERS issued a GASB Slateme No. 6E report of unaudited information
including pension amounts by employer and the corresponding employer allocation percentage. The

Municipality disclosed üe fotlowing based on this unaudited data reported by ERS and the ERS June 30, 2014

Actuarial Valuation Report:

At June 30, 2015, the Municipality reported a liability of §30,265,941 for its propolionate sha¡e of üe net

pension liabiüty (unaudited). The collective net pe¡sion liability which amounts to S30,092,029,000 (unaudited)

was measu¡ed as of June 30, 2014. The total pension liability used to calculate the net Pension liability was

determined by an actuarial valuation as of July l, 20t3 calculated based on a discount rate and actuarial

assumptions and projected forward to June 30, 2014. There have been no significant changes between the

valuation date ofJuly l, 2013 and the fiscal year end. The Municipality's proportion ofüe net pension liability
was based on a projection of the Municipality's long-term share of contributioos to the pension plan relative to

the projected contributions of all ERS participants, actuarially determined. At June 30, 2014, üe Municipality's
proportion was . I 0058%.
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For the year ended June 30, 2015, üe Municipality recognized pension expense of$1,735,708. Pension expense

represens the change in the net pension liability during the measurement period, adjusted for actual contributions
and the deferred recognition of changes in investment gain/loss, actuarial gain4oss, actuarial assumptions or
method, a¡d plan benefits. At June 30, 2015, the Municipality reported deferred outflows of resou¡ces and

deferred inflows of¡esources related to pensions from üe following sources:

DeferredOutflows Deferredltrflorvs
ofResources of Resources

242,201$ 1,033,057 $
660,490

$ l,ó93,541 )_____N2!2!L

The $ó60,490 reponed as deferred outflows of resou¡ces related to Municipality's cont¡ibutions subsequent to

üe measurement date üll be recognized as a reduction of the net pension liability in üe hscal year ended June

30, 2016. Other amounts repoted as deferred outflows of resources and deferred ioflows of resources related to

pensions will be recognized as pension expense in future fiscal years based on the average expected remaining

service lives of all plan participants or in the case of projected and actual investment eamings in a 5 year period.

The detailed components of üe deferred outflows of resources and deferred inflows of resources were not

informed by ERS.

5. Actuüial assumptions

The actuarial valuation was determined using üe following ac¡¡arial methods and assumptions:

Unaudited amounts as reported by ERS

Municipality's contributions subsequent to measurement date

Valuation date
Measurement date
Actuarial cost method
Actuarial assumptions:

Compersation increases
I¡vestment Éte of retum
Discount rate
Municipal bond rate

Moftality

July l, 2013, projected forward to June 30, 2014.

June 30, 2014
Entry age normal method

3.Oyo pcr year, no compensation increases are assumed until July 1, 2017

6.75%, net of investment expenses
4.29%
4.29oA, based on Bond Buyer General Obligation 20-Bond Municipal Bond
Index
Pre-retirement mortality:

RP-2000 Employee Mortality rates for males and female§ projected on a
generational basis using Scale AA for general employees not covered by
Act 127; RP-2000 Employee Mortality rates with blue colla¡ adjustments

for males and females, projected on a gener¿tional basis using Scale AA
for employees covered by Act 127. As generational tables, they reflect
moñality improvements both before and afte¡ the measurement date.
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Mortality Post-retirement moIt ality:
Rates which vary by gender a¡e assumed for healthy rctirees and

beneficiaries based on a study of plan's experience fiom 2007 to 2012

equal to 92% ofthe rates from the UP-1994 Mortality Table for Males and
95% ofthe rates fiom the UP-I994 Mortality Table for Females. The rates

are projected on a generational basis starting in 1994 using Scale AA. As
generational table, it rcflects mortality improvements both befo¡e and after
the measurement date.

Post-retirement disabled mortality:
Rates which vary by gender are assumed for disabled retirees based on a
study of plan's experience from 200? to 2012 equal to 105% of the rates

from the UP-1994 Mortality Table for Males and 115% ofthe rates fiom
the UP-I994 Mortality Table for Females. No provisio¡ was made fo¡ the
future monality imp¡ovement fo¡ disabled ¡etirees.

Mortality

The census data collection date has changed from end-olyear to beginning-of-year. For this switchover year, the

June 30, 2013 census data used in the prior valuation is also used as üe Juty l, 2013 ceDsus data for current

valuation. The liability results as ofJune 30, 2014 are based on projecting üe ERS obligations determined as of
üe census data collection date ofJuty 1, 2013 for one year, using roll-forward methods and assuming no liability
or losses. Most demographic assumptions used are based on a 2009 experience study using data as of June 30,

2003, June 30,2005 and June 30, 2007. Certain demographic assumptions (termination and employment) were

impacted by Act 3 reforms and were reüsed on the new retirement eligibility and expected future experience.

The investment rate of retum of 6.75% reflec§ the asset allocation for the nonJoan ponion of the poffolio that

was adopted by the ERS during December 2013 (as shown below) and the actuary's capilal martet assumptions

as of June 30, 2014. In addition, üe assumption reflects that loans lo memben comprise approximately 20Yo of
the portfolio and, as provided by the ERS, have an approximate retum of 10% with no volatility:

Asset Class
Domestic Equity
Intemational Equity
Fixed Income
Cash

Target
Allocation

25%
t0%
64%
lo/"

The long-term expected rate of return on pension benefits was not proüded by ERS.

6. Discount rate

The discount rate used to measure the total pension liabllity was 4.29yo as of June 30, 2014. The asset basis for
th€ date of depletion is üe ERS's fiduciary net position. On this basis, the fiduciary net position is exhausted in
the 2014-2015 fiscal year. The plan's fiduciary net position was not projected to be available to make all
projected future pa¡.urents of cu¡rent active and inactive employees. Therefore, the discount rate for calculating

the total pension liability is equal to the single equivalent rate that results in the same actuarial present value as

üe long-term expected rate of retum applied to beneñt payments, to the extent üat the plan's fiduciary net

position is projected to be sufficient to make projected benefit payments, and the municipal bond rate applied to

benefit payments, to the extent that thc plan's fiduciary net position is not projected to be sufficient.
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7 . Sensitivity of the Municipality's proportionate sharc of the net pen§on ssset lo changes in the discount rsre.

The Municipality's proportionate sha¡e of üe net pension liability calculated using the discount rate of 4.29Yo

amounts to $30,265,947. The ERS do not provide information to disclose what the Municipality's proponionate
share of the net pension liabitity would be if it were calculated using a discount rate that is lolo point lower
(3.29%) or l0ó point higher (5.29olo) than üe current mte.

8 . Pension plan frduciar! net position

Detailed information about the plan's fiduciary net position is not available since the ERS has not issued audited

financial statements as ofand for the fiscal year ended June 30,2014 lurl.det g/!§E:§latgntgll$gJfl "Financiql

Reporting for Pension Plans-sn amendment ofGASB Statement No. 25 ".

NOTE P-COMMITMENTS

l. operating leases

The Municipality leases oflice equipment under operating lease agreements, which generally have terms of one

year or less and are automatically renewed fo¡ the same lerms. Rental expenses amounted to S157,ó80.

Management believes üat the summary of the future minimum rental commitments r¡nder non-cancelable

op€rating leases with terms exceeding one year is not significant.

2. Coastruction

As ofJune 30, 2015 the Municipality has commitments of$1,647,536 for design, construction, improvements or
renovation of certain municipal facilities.

3, Encumbrances

The Municipality has encumbrances outstanding which represent the estimated amount of expenditures required

to complete contracts, purchase orders and other commitments il process of completion at fiscal year-end.

Outstanding encumbrances as of June 30, 2015 in the general fund represent unassigned amounts üat are

encumbered and are classified by management as assigned fund balance. Purpose classification follows:

Purpose
General Fund-

sssig¡ed
fund b¡laoce

General public works and sanitation $ 30,720
Public safety
Spofs, Culture and ¡ecreation
Housing, welfare and community
development

t7
4,016

15,183

General government and othe¡ purposes 68,561

l________!_1!127

57



COMMONWEALTH OF PTIERTO RICO
MI,]NICIPALITY OF HORMIGUERO§

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE P - COMMITMENTS - Continued

Fund balance of major and other governmental funds (special revenue, capital project and debt service funds) is
classified as restricted, some or all of which may be encumbe¡ed. Encumbrances of restricted fund balance a¡e

not repofed separately from this classification because the encumbrance does not further restrict tle purpose for
which üe resou¡ces may be used.

NOTE Q_CONTINGENCIES

l. Federsl an.l Commonweahh Granls

Projects financed by üe Federal and Commonwealth Grants are subject to audits by grantors and oüer
governmental agencies in order to determine that the expenditures comply with the conditions of such grants. It
is üe Municipality's opinion that no additional material un¡ecorded liabilities will arise from audits previously
performed or to perform.

2. Litigations

The Municipality is, at present, a defendant in a number of legal matters that arise in üe ordinary course of the

Municipality's acüvities. There are cases whereby üe Munícipality is a defendant or codefendant that will be

covered by insurance, certain cases whereby the legal counsel has not determined an outcome and other cases

üat would not be covered by insurance. However, it is the opinion of the Municipality and üe legal counsel that
based on üeil experience, such actions and the potential liabilities will not impair the Municipality's financial
position.

NOTE R _ RESTATEMf,NT OF NET POSITION AND FT]ND BALANCE

The following table disclosed üe net change to net position and fund balance at beginning of year as previously
reponed in the financial statements. The beginning balances have been restated as follows:

Net Positiotr Furd Bal¡nce
Commo¡we&lth

Legislature
Fu¡d

$ 954,7s4

Description

$ 29,321,554

(28,31r,016)

$ 1,062,979

5'13.632
(290,000) (290,000)

(39,217) (39,21't)

_§_______1¿!2¿!3 __§______0é{§{ }____1MJ62

Fuíd B¡l¡nc€
Government -

wide
St¡tcmeots

Debt
Service
Furd

Net position / fund balance at beginning of year, as

previously reponed

lmpact of implementati,on of @§E-j!g!@!s-N!,
68 srd 7l:

Net pension liability as ofJune 30, 2013:
Defe¡¡ed outflows of resources - onployer
contributions during 2013-2014 year (GASB No.
7t ):

Correction of error, overstatement of cash

Correction of error, overstaternmt of amount due
fiom Cortunonwealth Government

Net position / fund balstrce at end of year, ¡s
re§tsted
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v Effective on July 1, 2015, th€ Commonwealth sales and use tax ('Commonwealth SUT') increased from a current- 6y" to a 10.5%, as required by Act No. 72 of le.day 29,2015, an amendment to the Puerto Rico InterDal Revenue

Code of20l l, ("Act No. 72"). The Municipal SUT remain uncbanged at l7o for a total SUT of 11.5%. The Act No.
72 also imposes a Commonwealü SUT of 4% to professional and business-tobusiness services rcndered from
October l, 2015 until March 31, 2016.

The Act No. 72 serves as a bridge mechanism to an integated new tax reform to reach a 10.5 % Value-Added Tax
("VA'I"') effective April l, 2016. On March 8, 201ó üe Pue¡o Rico Department of Treasury issued the

Administrative Determination No. 16-04 extending the Act effective date ftom April l, 2016 to June l, 2016. The

Commonwealü SUT will continue to apply until May 31, 2016. The municipalities will continue to be allowed to

impose and collect the 1% Municipal SUT after the VAT is implemented.
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MUNICIPALf TY OT HORMIGUEROS
BUI}GETARY COMPAR]SON SCHEDULE. CENERAL FUND

FTSCAL YEAR ENDf,D JUNE 30,20I5

Origin¡l

s 2,616,104

1,769,3E1

1,,146,000

3,126,9'10

1,790,065

50,000

10,922,122

s 2,676,704

1,769,3E3

1,,t46,000

3,126,970

1,790,065

50,000

63,ó00

10,922,722

6,070,801

r,840,056

902,878

't,021,597

374,119

590,604

Budgeted rmourts
Actu¡l A-Doutrt§

(Budgetrry
B¡sis)

$ 2,676,703

2A37,913

1,613,t85

3,139,372

2,015,049

122,447

140,094

12,144,7E3

V¡ri¡Dce wi6
Fir¡l Budget

Positive (Neg¡tiYe)

s (t)
668,550

t67,185

12,402

224,984

72'447

76,494

t,222,061

19t,236
(E,157)

I,t95
12,4r8

18,483

2s,189

s64

Fin¡l
Revenues:

Taxe§:

Property taxes

Municipal license raxes

Sales a¡d use taxes

Intergovemmenlal

Fees, fines and charges for services

lnterest

other
Tot¡l rcvenues

Expettditures:
CuÍent:

Cmer¿l goven¡ment

Public works and sanilation

Public s¿fety

Culture and rccreation

Healü
welfare and commuDity development

Education

Totd erpenditüres

E¡cess (deñciency) of revenues over expenditüres

Othar ñr¡rcfug sources (uses):

Tmnsfefs out

Total other ñn¡ncing sources (us€s)

Exc€ss (deficie¡cy) ofrevenucs ¡nd oth€r ñrsncing

soufces ovef exp€lditures ¡¡rd other firsrcing uses

Rcadjuafuetrt from prior ye¡r fund b¡lence

Eraess (deñciency) of rcve¡ues tnd other ñü¡tciúg
sources orer expendit[rcs ¡nd other ñn¡ncitg us€s

¡fter re¡djustment from prior y€tr ft¡l|d b¡l¡nce

264,861

(264,867) (264,8671

(264,867\ (264,867')

26,200 25,636

89,8ó? r,553,E56

(262,5E0)

(262,5E0)

1,463,989

2,281

2,281

5,513,108

2,081,t28
928,685

t,u9,770
317,1t9
677,14s

29,900

5,879,565

r,846113

901,0t3
1,015,179

356,236

564,815

10,65?,855 10,832,855 10,590,921 24t,928

(175,000)

175,000

t,291,276

175,000

t,466,216

-!------------- - -§-------------- J---------!§A!- j----------J§45-

The accompanying notes to required supplementai information are a¡ integral pan ofthis schedule.
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NOTE A - BI]DGET PROCESS A¡ID BUDGETARY BASIS OF ACCOI,'NTING

The Municipal budget is prepared for üe General Fund following the requiements ofüe Autonomous Municipal
Law of 1991, as amended. It is developed utilizing elements of performance-based program budgeting and zero-
based budgeting and includes estimates of revenues and other sources for ensuing fiscal year under laws existing at
the time the budget is prepared.

Budget amendments are approved by the Municipal Legislature. Certain budget transfers wiüin üe limitations and
rest¡ictions of the Municipal L¿w can be approved by the Mayor or by the Municipal Legislature. The Budget
Comparison Schedule - General Fund provides information about üe original budget, the amended budget and the

actual results, under the budgetary basis of accounting.

The budgetary basis of accounting is different from accounting principles generally accepted in th€ United States of
America ("US GAAP"). Revenues are generally recorded when cash is received and expenditures are generally
recorded when üe ¡elated expenditure is incurred or encumbered. The encumbrances (that is, purchase orders or
contracts) are considered expenditures when a commitment is made. On a US GAAP basis encumbrances

outstanding at year-end are reported in the govemmental fund balance sheet as assigned fund balance since they do
not consütute expenditures or liabilities while on a budgetary basis encumbrances a¡e recorded as expenditures of
the current year. Encumbrance appropriations lapse one year after üe end of üe fiscal year. Unencumbered

appropriations are lapsed at year-end. The legal level of budgetary control (th€ level at which expenditures may not
legally exceed appropriations) is at the ñmction level.

The presentation of the budgetary data excludes other appropriations such as capital projects, debt service and

special revenue funds because projects are funded on a multi-year nature, generally requiring several years to
complete or effective budgetary control is altematively achieved through general obligation bond indentu¡es and

legal and conractual grant agreement proüsions.

NOTE B - BT]DGET READJUSTMENT

The Budgetary Comparison Schedule - General Fund presents a fund balance readjustment of $175,000. This
represents a readjustment of cu¡rent year budget with prior year's budgetary surpluses.

NOTE C - BT]DGET TO GAAP RECONCILIATION

The accompanfng Budgetary Comparison Schedule - General Fund presents comparisons of the original and final
legally adopted budget wirh actual data on a budgetary basis. Since accounting principles applied for üe purposes of
developing data on a budgetary basis differ significantly from those used to present accounting principles generally

accepted in the United States, üe following budget to GAA? reconciliation is presented:
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COMIT0NVYIAr,..--IEOFPIJIRTORrcO
MI,]I¡ICIPALITY OF rcRMIGTJTROS

NOIES TO RQI]IRTD SI]PPLTMEYTARYINTOR]T,ÍATION.
BI]DGETARYCOMPARX§ON SCETDIILE- GE\ITRAL trI]NI)

Junc 30,2015

NOTEC - BUDGET TO GAAP RECONCILIATION - Cotrtitrued

&cess of re*nues andother finencing sources or,er eryndtur$ tndotüer
ñnancing uses (hdgetrry h3is):

Budget to GAAP differEnces:

Non-budgeted funds reco¡ded as revenues for financial rcporting PurPoses

Non-budgeted funds recorded as ependitures for financial reporting

Non budgeted tr¿nsfes in:

Revenues fecorded for financial r€porting purposes but not in budgetary basis

Revenues recorded in budgetary basis but not for ftEncial rcporting purposcs

Readjustnrnt tom prior year fund bahnce recorded for budgetary bas is purposes

but not in ftrancial Éporting

Expenditures recorded in budgetary basis but not for ftrancial rcporting purposes

Ependiturcs recorded for financial reporting purposes but not in budgetary ba§is

O.¡Íent year encutrür¿nces ¡ecorded as ependitures forbudgetary f€poñing
pulposes

Prior year encurrbrances recorded as ependitur€s for financial reporting

pufPoses

Net chúge ¡n ñmdhla¡ce (GAAP hsis):

$ 1A66276

85,502

(1237,0r7)

359,t5

243,128

(ó3,569)

(17s,000)

91,569

(233,712)

l@,$8

(58,9.14)

s 578166
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COMMONWEALTH OF PTJRTO RICO
MI]NICIPALXTY OF IIORMIGTJBO S

FISCAL YEAR E{DTD JIJNE 30, 2015

S CIIE)I'LE OF MI'NICIPALITYS PROFORT()NATE SHAREOF NET PE{SION LIABILXTY

IAST T() YEARS (A) (I'NAUDITTD)

P¡oportion ofthe n€l p€r¡sion liability

Proportionate shae ofthe nd perision liability (c )

Cov€red-€mp lo,yee pay¡oll (d)

Proponionate share of the ne porsion liability as a pqseÍtagc of it§

coveted-eurp § ee payroll (c /(d)

Plan's fiduciay net position as a percentage of the total p€rision liability

F¡ic¡l yerr
20rs (B)

0.10058%

s 30,26s,v7

$ 4,201,950

720.280/0

o.420/,

SCHE)T]LE OF MTJNICIPALITTS CONTRIBI]TIONS
IAST TO YEARS (A) «NAI'DITTD)

Statutorily ¡€quired contrüution

Contributions in rclation to the statuto¡ily ¡€quired contn-bution (e )

Contribution defi ciency (excess)

Covoed-<rnp loy ee payroll (f)

Contn:butions as a p€f,cs¡rtage of covered-payrotl (e /(f)

Ftscel yeer
20t5 (B)

$ 573,633

573,633

420r,950

t3.65vr

The accompanying notes ee an integral pdt of this required supplonentúy informatiol.
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COMMOI\IWEALTE OF PT]ERTO RICO
MI]MCIPALITY OF HORMIGI,IEROS

NOTES TO REQT]IRED ST]PPLEMENTARY INFORMATION -

SCMDULE OF MUMCIPALITY'S PROPORTIONATE SEARE OF
NET PENSION LIABILITY

A¡¡I)
SCMDULE OF MI,'MCIPALITY'S CONTRIBUTIONS

JUNE 30,2015

NOTE A - LAST 10 YEARS

The Schedules are htended to show iDformation for ten years. Additional years will be displayed as they become
v available. The information presented relates solely to the Municipality and not the Employee's Retirement System

ofthe Government ofPuerto Rico a¡d ir Instrumentaliües as a whole.

NOTE B-FISCALYEAR

The data proüded in the schedule is based as ofthe measuremetrt date of the net persion liability, which is as of the

v prior fiscal year ended June 30, 2014.
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COMTTfi)¡IWEAL'M OF PIINTO RJCO

MINNPAL¡TY OF HORMIGTMOS
SUPPLf,MINTARY INTORiIATION. ÍINANCf,AL DATA SCHTDULE

BAI,ANCE S HTET A¡fD STATTMTNT OF REVT¡¡TJES A¡ID D(PTNSES INFORMATION

JINE30,2015

t¿J7l

line féñ No. Description
I¡ousirg Cbdce

Belánc€ Sheet
1 ásh - unrcstrited $ 25,

l hsh - otherrestúted $ r¿l19
lfn Tot i .rsh s 37.645

r2l Accounrs receivable - PHA proÉcts $ r 8.502

112 Accounts receivable - HUD other Droiects $ \t
t28 Fraud rccovery § 7tt
r20 Total rEceiv ables. net ofallo\t?nce fordoublful accounts § 22-159

142 PreDail Eemses aDd otherAssets s 150

r50 Totál Curr€nt Assets § 59J54

tg Fumiiure- muiDnEnt and nBchinerv - adrinbtratñn s 24317

t6 Accumrlated deprccbtbn s 12r.687)

160 Total cáñitalassets n et ofaccurn¡hted deDrc.btion § 2.630

312 Acco¡¡nts Davable <:90 days s t6.l2 r

1» Acc ed conDensated absences - cunent oofion s 9,30r

332 Accounts Pavable - PHA PIoÉcls $ 536

333 Accounrs rravahle - other sovemrrEnt $ t0.05 t

145 other cunent liabilities s 1.4t9

ll0 fot¡l Currcnr U¡tilities $ 37ltE

353 Non-curEnt tiablities - other $

154 Accflred comensated absences - non curenl $ s 111

350 Tot l No¡r-<urretrt li¿lilities $ 12292

508. r Net InvestÍEnt in CaDitalAssets $ 2,630

5t t.t R€srr¡ted Net Position s
512.t U¡rest¡icted Net Position s 10-174

5r3 Totsl E itv/N€t P6ilior s r2,t04

IncoDe Slfarncnt
706m{10 llousing ass¡tance paynrnts $ 4%,t51

70600{20 thsoins adrin istr¿tive fees €amed § 70.79

70600470 Adrin fe€ calcuhtion description
70600 IIIJD PHA oeratins sra¡rts $ 56óJ50

7t5m Other rEvenue s 60-617

72(m hEtirEna iIlconE - restricted s 21f
7m ford ReEnue $ 627,760

91lm Administr¿tive salaries $ 53,E84

9r2m Auditins fees $ 5.0m

9r5{n E@lovee benefit co¡tnbutbns- adÍinbtr¿tive J 2t214
9r6m O6ce e&enses 4201

918m rravel &
9r(m Iot,l OÉr¡tinp - Aúrinis tr¡tile E4J63
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COMI\0NWIAL-III OF PUIRTO RICO

MT]NICIPALITY OF IIORMIqJAOS
S TJPPLEMTNTARY INFORMATION - T'INANCIAL DATA SCHTDT]I-E

BAI-A¡{CE SHtrET A¡¡D STATIMENT OF REVE{IItrS AND E(PINSES INTORMATION

JINE30,2015

u.a7t

Line Item No. Descripaio
Hor¡sing Choice

2N Other qeneral epenses $ 8236

%210 Conpensated absences s 1,595

%000 fot l Other Catrerf,l Frcnses s 9.831

971C0420 Ho nE-Ow¡ ers h b $ 2,1

9710G04t Portab itv{ut s 24.716

9730GOr5 FSS Bcmw DeDosits $ 2M

9?3m{50 All Other $ 485,45

9?300 Honsing ¡ssist¡nce ByDeo§ s 5t2-741

97350 HAP Port lilitvin $ 37.182

9'74{n DeprEciation epense $ 889

900 Total fi@nses $ 645,406

11030

I177(Xml Administrative Fee Eouitv - Besinni¡s Balance s t4,053

I l l70{10 Adminis trative Fee Revenue s 70.7»

t 1t70-050 fhherReverlue s 60.617

l1l?(x)5t ConfIrnt For olher Revenue

This añounl mrrespond§

to the adminislrat ive fees

earned on the pofabfity-
in vouchers administercd

by the M unicipality
($4,013) Plu§ rhe

reimbtmem€

received from the initial
PtIAs ofthe HAP rent

payments made on behalf

ofthe p ortability-in units

during l3-14 ($37,1E2);

FSS sala¡i:s

reimbursement rec€ived

from another M unicipality
(sr9'422)

I I t7G060 Total Admin Fee Revenues s 13l.416

I I17G080 Total Ooeratins FJ@enses s ,594

I I17G090 Depreciation $ 889

1 r 17G095 Housins Assistance Portability In $ 37,182

I l l?tLl0l Conrfient Eor Other Expense

lll?Gll0 TotalEreenses $ t3z«5
lll?(xm Net Administratrve Fee $ fl24e)
I I17G003 Adrninist¡'ative Fee Equitv - Endins Balance $ 12.804

I I170405 Pre-2ffN Administ.ative Fee Resewes
l l170-006 Post2003 Administotive Fee Reserves

lll70 ArlniristrrtiE Fee Fditv § t2.804
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C{)MIfi)¡IWEALITI OF PIJTRTO RrcO
MTJMCIPALITY OF TIORMrcUTROS

STJPPLIMTNTARY INFORMATION - ¡INA¡¡CIAL DATA §CIüDTJLE
BAIANCE SHEI AND STATTMTNT OF REVTNTjES AIYD D(PTNSES INTORMATION

JuNE30,20l5

r4.871

UDe IteE No DescritsioD
Iror¡si¡g Chdce

I I l8G00l Housins Assistance PavnEnts Eouitv - Beainnins Balance § t63n
I I l8G0l0 Housins Assistance PavÍEnts Revenues s 496-t5l
I n8G020 Other Revenue $

I I l8Gml ConrrÉrt For Other Revenue

I I18G025 InvestÍEnt IncoÍE $ 2t3
I I 18G030 Iotal HAP Revenues s 496,i4
I I18G080 Housing Assistance PayúEnts s 5l ¿741

r rSGr(n Iotal Housinp Assistance PavnÉnts Eoenses s 5lL74t
l l18G002 Net Housins Assistance PayrEnts $ i6.3Tt)
I I180401 Housins Assistance PavÍEnts Eouiw - Erdins Balance

llt80 goüsirs Assist¡nce P¡\mrts Eo¡itv §

I l9G2l0 Total ACf HCVU ts | 236
lllm t ¡it ltlooths AEil¡He r236
I t2t0 t nit Llodtis trrsed l-ltt

The accorpanying notes are an integfal pa¡t ofthis schedule.
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COMMOIIWEALTH OF PTJERTO RICO
MI,JNICIPALITY OF HORMIGUEROS

NOTE TO SI,'PPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDIJLE
June 30, 2015

NOTE A - BASIS OF PRESENTATION

y The accompanying financial data schedule ("FDS") is a tial balance of the financial stateme s of the Section 8

Housing Choice Voucher Program administered by the Muaicipality. The FDS was created in order to standardize
the financial inform¿üon reported by Public Housing Authorities C?HA') to the Real Estate Assessment Center
('REAC), as required by üe Uniform Financial Reporting Standards C'I-rFRS'). REAC is the US Department of
Housing and Urban Development C'HUD') natioral maoag€ment center created to assess the conüüon of HUD
owned and assisted propenies. The UFRS a¡e rules to implement rcquiremens of24 CFR, Pan 5, Subpart H, for the

- electronic ñling of fina¡cial i¡formation to HUD. Because the FDS presents only a selected ponion of the
- op.ratioDs of Municipality, it is not intended to, atrd does not present, the financial ¡nsition and cbarges in net

position of the Municipaliry.

NOTE B- ST]MMARY OF SIGNINCA¡IT ACCOTJNTING POLICIES

v In accordance with the guidelines for reporting and attestation requiements of UFRS, the accompanying FDS is
- included as information supplementary to the Enancial statements. It is prepared using the accrual basis of

accounting, as required by REAC regulations.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS



COUI,IONI¡EALTE OF PUIXTO NrcO

MUNrcPA¡¡IY OF IIORMICIJTNO§
§ CEIDIJI¡ OT II}ñDIITJXE§ O¡ T¡DII^L AWAXD§

NSCAL YEIR E{DTD .ITJNE 30. 2ll¡5

f.¿rd C¡¡oto./Púr lb.c¡tt
Grürü/Prcrto Iiüc

f«lrd
CTDA

P..r-Th¡c¡tt
ff.y¡¿¡dryi[t I.¿r.l

Es.ndü¡rer

Sectiro E HousDs Choa. vouchers ProSr¿D

ParsedáDúgh prcgr¿c foE
oft. ofcorÉsirod ofMubi»t af6is:

Com,ñiry D.v.bpml Blxk Gels/Státc's Progr¡ú úd No¡-hlib@i G¡¡c n H áii

P.& De.aÍMr of Halh:
tlo¡sirg Opporúiis i'rP6oos sli AID§ (HOPWA)

P¡- I»paitE¡r offaolv:
EEigency §ol¡tir¡s cat Progre

PR D.útml of tloushq - aPü.no Rib P¡blt tloúsn! AdEnbF¡lirn "PRPHA,}

Publi ed l¡di¡! tlous¡s
Suhl tls. D.F¡EIIdhliq.rdúbo lr.tclr.¡l

Pass.d-rhDugh pEsradfrlfG
PR D.p¿rtEnt ofBluc¡raü
C¡ d ed Adu[ CatE Food Ptosr¿n

P6s.d{nFueh Dos¡"6 §sú
P.R D.p.¡tr!t of ¡úÉé:

Eleatd ByE. M.oÉl ,üsri. Asiirl@€ Cat PrcEr¿¡r

ted@l Tñrsa rotuh &ets

20tlD¡-Bx@

t¡0t9R2.150m9R2 7.731

f¡lo19i2.150m9R2 121:191

¡,()¡9R2.l5Un9R2 3EJol
162,795

10.55E

t4.2la
t4.E7t

t4Á

t4211

l43l

l4 8t)

18J71

¿uJt
fó.950

5ólJóp

ngto

cfc{29

:\UA

)UA

rc-lo. AB30 ADM-30

20tlv)t 187

201609Dc2mt

RQ{sml0o

P¡ssed-tüDu3l proer¡G nor

lt¡8

m_fi1

93.041

93.01,{

93.051

91.558

9t.575

35l,l

t4llto

|572

_!_____lr!!¡.!a

Special Prosram 6.ü.A8nt Tittb Itr P¿n D- D¡.ás. Prvcntb¡ úd tL5lh tToúlbo ScEil.s

A8i¡t O[5Lr:
Spocúl h§B¡á6 turtn.Agn8 TinL Itr Pdi B_ G.!¡s fo. Süpponn. SdviB úd S.¡brccrl.ts
Nüribo Sdvi6 h@livc PrDs¡¡E

ToÉl Asiú* Clcrier:

T.aoE y Assstec. forN.cdy F.Elis

P-R D.parrmt ofFaflv - Ad{ñhslfúir 6r ¡¡lcfl¡l Ce dd D.v.bpñr of ChiBb@d
ctid Care ¡¡d Devebp¡mt Bb.r eal

Srtaól l§. D.Frtun dE¡lti.rd hü¡ S.f¡lc6:

Tot l &.!dl¡rs dfcrbr¡¡ Ar.rü

Tü. &coDeyits lotes arE an nrcgr¡l pañ ofth¡ sch.duL.

2012-mB-2a l-20t 1ry/t.
20ll20t+2¿lt-20t{-omy
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COMMONWEALTH OF PUERTO RICO
MT]NICIPALITY OF HORMIGT'EROS

NOTES TO SCHEDI,]LE OF EXPENDITI,JRf,S OF FEDERAL AWARDS
June 30, 2015

NOTE A - BASIS OF PRESENTATION

The accompanfng Schedule of Expenditures of Federal Awards includes the federal gr¿nt actiüty of the Municipality
under programs ofthe federal govemment for the year ended June 30, 2015- The information in this schedule is presented

in accordance wth the requirements of OMB Circular A-133, Audits of Srates, lncal Governments and NonproJit
Organizations. Therefore, some amounts presented in this schedule may differ from the amounts prese¡ted in, or used in
thc preparation of, the basic financial statements. Because the schedule presents only a selected ponion of the operations
of the Municipality, it is not intended to and does not present the hnancial position and changes in nst assels of the
Municipality.

NOTE B _ SUMMARY OT SIGNIFICANT ACCOT'NTING POLICIES

Expenditures reported on the Schedule are reponed on the modified accrual basis of accounting, except for Section 8

Housing Choice Voucho Program (HCV). Expenditures are recognized when the related liability is incurred following the
cost principles contained in OMB Circula¡ A-87 Cost Pincipl* for State, Local and lñdian Tribal Govemment' whercirl
certain types of expenditures are not allowable or are limited as to reimbursement. Expenditures for HCV Program are

repoded on a statutory basis as required by the U.S. Department of Housing and Urban Development. Such expenditures

should equal the net ACC subsidy for the PHA's fiscal period.

The Catalog of Federal Domestic Assistance (CFDA) Number is a p¡ogram identification numbe¡. The first two digits
identiry the federal depanment or agency that administers the program and the last th¡ee numbers are assigned by
numerical sequence.

State or local govemment ¡edistributions of federal awa¡ds to the Municipality, known as "pass through awards", should
be treated by the Municipality as though üey were received directly fiom the federal govemment. OMB Circular A-133
requires the schedule to include the name of the pasFtkough sntity and the identifying number assigned by th€ pass-

through entity fo¡ the federal awards received as a sub recipient. Numbers identified as N/A are not applicable and

numbers idfltified as N/AV are not available.

NOTE C - RECONCILIATION OF E)EENDMURES PRESENTED IN THE SCHEDULE OF
EXPENDITI'RES OF FEDERAL AWARDS TO THE E)GENDITTIRES PR-ESENTED IN TIÍE BASIC
FINANCIAL STATEMENTS

Dcscriptiotr

Community
Development Block

Gr¿nt Program
Fund

Oth€r
Govertrmetrt¡l

Funds

r0.558
14.238
14.228
t4.871
14.241
t4.23t
r4.850
16,738
20.s07
93.043
93.044
93.053
93.558
93.575

$-

s6r,369

$ 18,374
43,552

566.950
7'1,9t0
45,334

150,093
35,220

141,340
'1,731

124,491
38,304
n,512

I I1,065
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COMMONWEALTH OF PTIERTO RICO
MI,'NICIPALITY OF EORMIGUEROS

NOTES TO SCHEDI,JLE OF EXPENDITT]RES OF FEDERAL AWARDS
June 30, 2015

NOTE C _ RECONCILIATION OF E)CENDITT'RES PRESENTED IN TEE SCHEDI'LE OF
EXPENDITURES OT TEDERAL AWARDS TO TEE E)CENDITURES PRESENTED IN TEE BASIC
I'INA¡ÍCIAL STATEMENTS - Continued

CoEmuoity Other
Developmetrt Block Govertrmetrtd

Descriptiotr Gr¡trt Progr¡B Futrd Futrds

Total federal awa¡ds expenditurss:
Additional amount recorded as

expenditu¡€s undef modified accrual basis
for lrw Rert and S€ction 8 HCV
Programs
Non-fede¡al as,a¡ds expenditures

82,395
- s26,686

Totalexpenditu¡Es,fundstat€m€ntsS56U69§1,9t1,017

$ 561,369 S 1,371936
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VALDES, GARCIA, MARIN & MARTINEZ, LLP
CERTIF¡ED PUBLIC ACCOUNTANTS AND CONSULTANTS

MEMBER OF THE AICPA PRIVATE COMPAÑ¡ES PRACÍICE SECÍION

P.O. Box 36443 t

sAN JuaN, P.R. 00936-4831

TELEPHoNE: t-/A1 \ 723- I 60l)
TÉLEF aix: t7 87 | 721 -2'795

INDEPENDENT AUDITORS'REPORT ON INTERNAL CONTROL OVER FINA¡ICIAL
REPORTING AIID ON COMPLIAI\CE AND OTHERMATTERS BASED ON A¡I AI]DIT OF

FINAI\CIAL STATEMENTS PERFORMED IN ACCORDA¡ICE WITH GO\'ERNMf,NT
AT]DITING STAIIDARDS

To the Honorable Mayor
and Members of the Municipal Legislanre

Municipal§ of Hormigueros
Hormigueros, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Governmenl Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the govemmental

activities, each major fund, and the ag$egate remaining fund information of the Municipality of
Hormigueros (the Municipality) as of and for the year ended June 30, 2015, and the related notes to the

financial statements, which collectively comprise the Municipality's basic financial statements, and have

issued our report thereon dated March 28, 2016. tn our report on the Municipality's financial statements,

our opinion on üe govemmental activities was qualified, as discussed in the "Basis for Qualified Opinion
on Govemmental Actiüties" paragraph in the report on the financial statements because the data provided

by the Administration of the Employee's Retirement System of the Government of Puerto Rico and its
Instrumentalities for the implementation of the provisions GASB Statements No. 68 and No. 7l have not

been audited.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Municipality's
intemal control over financial reporting (intemal control) to determine the audit procedures that are

appropriate in the circumstances for the purpose of expressing our opinions on the fmancial statements,

but not for the purpose of expressing an opinion on the effectiveness of the Municipality's intemal
control. Accordingly, we do not express an opinion on the effectiveness of the Municipal§'s internal
control.

A deficiency in internal confrol exists when the desigrr or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material wealotess is a deficiency, or a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
ofthe entity's financial statements will not be prevented, or detected and corrected on a timeiy basis. A
significant defciency is a deficiency, or a combination of deficiencies, in internal control that is less

severe than a riaterial weakness, yet important enough to merit attention by those charged with
govemance.
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Our consideration of intemal control was for the limited purpose described in the first paragraph of this
section and was not designed to identiry all deficiencies in intemal control that might be material
weaknesses, or significant deficiencies. Given these limitations, during our audit we did not identifu any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses

may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assuñmce about whether the Municipality's financial statemerts are free
from material misstatement, we performed tests of its compliance with certain proüsions of laws,
regulations, contracts, and grant agreements, non-compliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those proüsions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of non-compliance or other matters that are

required to be reported under Gov¿rnment Audíting Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our te5ling of internal control and compliance
and the results of that testing, and not to proüde an opinion on the effectiveress of the entity's intemal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the enlity's intemal control and compliance. Accordingly,

San Juan, Puerto Rico
March 28, 2016

Stamp 205455 affixed
to the original

fuV,,^z fuV,,r5,u*
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VALDES, GARCIA, MARIN & MARTINEZ, LLP
CERfIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

MEMBER OF THE AICPA PR¡VAfE COMPANIES PRACTICE SECTION

P.O. Box 364431
SaN JuaN. P.R. 00936.443t

TELEPHoNE: t7 A7 ) 725- I 60<)

f ELEF rixt t7 87 \ 72 l -2795

INDEPENDENT ATJDTTORS' REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE REQT]IRED BY OMB CIRCULAR A-133

To the Honorable Mayor
And Members of the Municipal Legislature

Municipal§ of Hormigueros
Hormigueros, Puerto fu co

Report on Compliance for E¡ch Major Federal Program

We have audited the Municipality of Hormigueros' (he Municipality) compliance with the types of
compliance requirements described it OMB Circular A-133 Compliance Supplement that could have a

direct and material effect on each of the Municipality's major federal programs for the year ended June

30, 2015. The Mrmicipality's major federal progmms ¿re identified in the Summary of Auditors' Results

section ofthe accompanying Schedule of Findings and Questioned Costs.

M¡nagement's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and

grants applicable to its federal programs.

Auditors' Responsibili§

Our responsibility is to express an opinion on compliance for each of the Municipality's major federal

programs based on our audit of the t)?es of compliance requircments referred to above. We conducted

áuriudit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contairred i¡ Governmenl Auditing Standards, issued

by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local

Governrnents, and Non-Profit Organizations. Those standards and OMB Circular 4-133 require that we

plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal

program occurred. An audit includes examining, on a test basis, evidence about the Municipality's
iompliance with those requiements and performing such other procedures as we considered necessary in

the circumstances.

We believe that our audit proüdes a reasonable basis for our opinion on compliance for each major

federal program. However, our audit does not provide a legal determination of the Municipality's
compliance.
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Opinion on Each Major Federal Program

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

Report on Internal Control over Compliance

Management of the Municipality is responsible for establishing and maintaining effective intemal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Mrmicipality's intemal control over compliance
with the tlpes of requirements that could have a di¡ect and material effect on each major federal program

to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on internal

control over compliance in accordance with OMB Circular A-133, but not for ttre purpose of expressing

an opinion on the effectiveness of intemal control over compliance. Accordingly, we do not express an

opinion on the effectiveness ofthe Municipality's internal control over compliance.

A defciency in inÍerlal control over compliance exists when the design or operation of a control over

compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material 'teeakness in intemal control over compliance is a

deficiency, or combination of deficiencies, in intemal control over compliance, such that there is a

reasonable possibility that material noncompliance with a type of compliance requirement of a feder¿l

program will not be prevented, or detecled and corrected, on a timely basis. A significant defciency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over

compliance with a type of compliance requirement ofa federal program that is less severe than a material

weakness in intemal control over compliance, yet important enough to merit attention by those charged

with govemance.

Our consideration of intemal control over compliance was for the limited pupose described in the first
paragraph of this section and was not designed to identiry all deficiencies in intemal control over

Lompliance that might be material weaknesses or significant deficiencies. We did not identifu any
deficiencies in internal control over compliance 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 intemal control over compliance and the results of that testing based on the requirements of

?lL,M-átlJ,
San JuarL Puerto Rico
March 28, 2016

Stamp 205456 was affixed
to the original
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COMMMONWEALTH OF PUERTO RICO
MU¡IICIPALITY OF HORMIGUEROS

SCHEDULE OF FINDINGS AIID QUESTIONED COSTS

Section I - Summrry of Audit Results

FISCAL YEAR ENDf,D JUNE 30, 2015

A. Summary of auditon' results:

Part I - Fin¡ncial Statements

l. T)?e of audit repof: issued

Internel control over Financial Reporting
2. Significant deficiencies identfied?

3. Significant deñciencies reported as

material weaknesses?

4. Material noncompliance disclosed?

Pert II - tr€deral Awards

Intern&l control over Major Programs
l. Signiñcant deficiencies identified?

2. Significant deficie¡rcies reported as

material weaknesses?

3. Type ofauditors' report on compliance

major programs

4. Auüt frndings required to be reported
under Section 510(a) of Circular A-133

5. Idetrtification ofmajor programs

6. Dollar tb¡eshold used to distinguish

Type A and Type B prognrms:

7. Auditee qualified as low-risk auditee?

n Unmodified opinion I Qualified opinion

J-l Adverse opinion ! Disclaimer of opiniou

!v"s X*o

! v.. Ñ None reported

! ves X*o

!v".

!v""

I s:oo,ooo

E t".

X ¡¡o

X None reported

I Unmodfied opinion ! Qualified opinion

[_l Adverse opinion [l Disclaimer of opinion

! ves X*o

CFDA Numbe(s)
14.228

14.850

14.81t

Name of Federal Program
or Cluster

Community Development Block
GrantVState's Program and

Non-Entitlement Grant in Hawaii
Public and Indian Housing
Section 8 Housing Choice Vouchers
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Findi¡g

COMMMONWDAI;TE OF PI'ERTO RICO
MT'MCIPALITY OF HORI}trGI'EROS

SCEEDULE OF FINDINGS AND QT'ESTIONED COSTS

TISCAL YEARENDED JI]NE 30,2015

§ection II - Fin¡ncirl Sütemen§ Findlnp

No ñatt€rs rcported-

Y

v
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COMMMONWEALIE OF PT'DRTO RICO
MI'MCIPAIITY OF EONMIGTIDROS

SCEEDUI,E OF IINDINGS AND QI'E!¡TIONED COST§

FISCAL YEAR ENDED JT'NE 30, 2015

Section III - Federrl Awrrds Findingr rnd Questioned Corts

t Finding No matters rePorted-
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