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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Member of the
Municipal lrgislature

Humacao, Puerto Rico

We have audited the accompanying financial statements of the govemmental activities, each major fund,
and the aggregate remaining fund information of the Municipality of Humacao, Puerto Rico, as ofJune 30,

2015, and the related notes to the financial statements, which collectively comprise the Municipality's basic
financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express opinions on these financial statemen¡s based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standa¡ds appficable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's intemal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of signiñcant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

Summary of Opinions

Opinion Unit
Governmental Activities
General Fund
Head Start Fund
Debt Service Fund
Loans Fund
Capital Improvements Funds
Other Govemmental Funds

Type of Opinion

Qualified
Unmodified
Unmodified
Unmodified
Unmodifred
Unmodified
Unmodiñed



Basis for Qualified Opinion on Governmental Actiüties and Note Disclosure Regarding Pension Plan

The net pension liability and deferred outflows/inflows of resources in govemmental activities of the
govemment-wide Statement of Net position, and pension expense for the current period change in that

liability in governmental activities of the government-wide Statement of Activities were derived from the
application of the proportional share included in the unaudited financial statements, notes and required
supplementary information of the Employees' Retirement System of the Government of the

Commonwealth of Puerto Rico, cost-sharing multiple-employer pension plan. We were unable to obtain
sufficient appropriate audit evidence about the proportional share used to determine the deferred
outflows/inflows of resources, net pension liability, and pension expenses of the govemmental activities
and the information disclosed in the notes ofthe pension plan. Consequently, we were unable to determine
whether any adjustments to these amounts and disclosures were necessary. The net pension liability and

deferred outflows/inflows of resources represent 49 percent and 100 percent, of the total liabilities, deferred
outflows/inflows of resources, respectively, as of June 30, 2015, while pension expense represents 9 percent

of total expenses for the fiscal year then ended.

Qualified Opinion

In our opinion, except for the possible effects of the matter discussed in the "Basis for Qualified Opinion
on Govemmental Activities and Note Disclosure Regarding Pension Plan" paragraph, the financial
statements referred to above present fairly, in all material respects, the financial position of the
govemmental activities 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.

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 aggregate remaining fund information of the
Municipality ofHumacao, Puerto Rico, as ofJune 30, 2015, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis-of-Matter

N e v l ¡- Ado pt e d S ta nd a rd s

As discussed in Note 2 item 10 to the f,rnancial statements, the Municipality adopted new accounting
guidance, Govemmental Accounting Standards Board (GASB) Statement No. 68, Acconnting and
Financial Reporting for Pensions -an amendment of GASB No. 27, and GASB No. 71, Pension Transition

for Contributions Made Subseqtrent to the Measurement Dafe - and amendment of GASB Statement No.

68, during fiscat year 2015. Our opinions are not modified with respect to this matter.

Restatement of Prior Year Financial Statements

As discussed in Note 2l to the financial statements, the 2014 ñnancial statements have been restated for
the implementation of GASB Statements Nos 68 and 71. Our opinions are not modified with respect to this
matter.



Other Matters

Req ui re d Supp le m e ntary Infotmation

Accounting principles generally accepted in the United States of America require that the management's

discussion and analysis, budgetary comparison information, and employees' retirement systems

information on pages 5-20, pages 90-91 and 92-93 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the

Govemmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods ofpreparing the information and comparing the information forconsistency
with management's responses to our inquiries, the basic financial statements, and other knowledge we

obtained during our audit of the basic financial statements. We do not express an opinion or provide any

assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance. We were unable to apply certain limited procedures to the
required supplementary information related to employees' retirement systems information applicable to
Municipality, in accordance with auditing standards generally accepted in the United States of America.
We do not express an opinion or provide any assurance on the information.

Other information

Our audit was conducted for the purpose of forming opinions on the f,inancial statements that collectively
comprise the basic financial statements. The financial data schedule is presented for purposes of additional
analysis and is not a required pan of the basic ñnancial statements.

The financial data schedule is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements

and certain additional procedures, including comparing and reconciling such information directly to
underlying accounting and other records used to prepared 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 financial data schedule is fairly stated in all material respects in relation to the basic
financial statements as a whole-



Other Reporting Requircd by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 30, 2016,
on our consideration of the Municipality of Humacao, Puerto Rico's intemal control over financial reporting
and on our tests of its compliance with cert¿in proüsions 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 ofthat testing, and not to provide an opinion
on intemal control over ñnancial reporting or on compliance- That report is an integral pan of an audit
performed in accordance with Govemnrent Auditing Standards in considering Municipality of Humacao,

Yauco, Puerto Rico
Ma¡ch 30, 2016

Stamp # 8204753 was affixed to
the original report

Puerto Rico's intemal control over financial reporting and compliance. 

S _
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Commonwealh of Puerto Rico

AUToNO OUS iIU ICIPALTTY oF HUi¡ACAO

Management Discussion and Analys¡s

FoB THE FlsCAL YEAR ENDED JUilE 30, 2015

The following discussion and analysis of the Autonomous Municipality of Humacao's {Municipality) financial perlormance

provides an overview ol the Municipality's f¡nanc¡al performance, including an overview and analys¡s of the f¡nanc¡al activities for

the fiscal year ended June 30, 2015. Please read it in conjunction w¡th the linanc¡al statements, including the notes to the linancial

statemenls, wh¡ch are located after this analys¡s.

FINANCIAL HIGHLIGHTS

Highlights for Government-w¡de Financial Statements

The government-wide financial stalements report inlormat¡on about the ilunicipality as a whole using the economic resources

measurement focus and accrual basis of accounting:

. Net Position of the Municipality Governmental Activ¡l¡es, on a government-wide basis, decreased al the close of fiscal

year 2015 by ($84,844,702) as a result of the GASB 68 implementation.

. Net Position ol the Municipal¡iy Business-Type Activit¡es, on a government-wide basis, exceeded its l¡abilit¡es at the

close of fiscal year 2015 by $58,453.
. Net Position ol lhe Municipali§, on a govemmenl-wide basis, exceeded its liabil¡ties al the close of fiscal year 2015 by

$40,016,121.
. The assels and delened outflows of resources of the Mun¡cipality exceeded its liabilities and defened inflows of

resources at the close ol fiscal year 2015 by $40,074,574, and 2014 by $124,376,269, as restated.

. Prior period adjustments of $82,118,645 is primarily the result of the Municipality's unfunded pension obl¡gations by the

implementation of the GASB Statement Nos. 68 and 71.

o Total Revenues of the Municipality Governmental Activ¡ties, on a governmenl-wide basis, decreased by ($507,720)

(0.74%) and expenses increased $4,825,693 (7.31"/") in comparison with year 2014.

o The Municipality Business-Type Activities, on a government-wide basis, incleased by $542,932.

. Total net change in net position, on a govemmenlwide basis, amounted to ($3,567,062), a decrease of ($4,916,714)

(364%) with respect to prior year (2014) net change.

Fund Highlights

The lund financial statemenls provide detailed information about the Municipali§'s most significant funds using the currenl

financial resources measuremenl focus and modified accrual basis of accounting:

. At lhe close of the cunenl fiscal year, the Municipality's governmental funds reported combined ending lund balances

ol $38,921,571, a decrease ol ($69,785) in comparison with the prior year.

o The General Fund reported a deficiency of revenues under expenditures and other linancing sources and uses of

($3,131,540) and unassigned fund balance of $6,365,008.
o Proprietary funds reported fund net pos¡tion ol $58,453, due to a contr¡buted capital by the general fund of $1,2,t4,859.
. The business-type act¡vit¡es of the Municipali§ ¡nclude the EMDERCDMAH Enterprises as new enterprise for the

administration and operation of enterpr¡se.

- General Financ¡al Highlights

. The net investment in net capital assets as ol June 30, 2015 was $91,055,471.

. Long-Term General and Special Obligations decreased to $64,334,156 a decrease ol ($2,974,000) in comparison with

prior year balance.
o Other long{erm debts increases and net reduct¡ons from payments amounted lo $1,629,793 and ($1,245,491),

respectively.
. On a budgetary bas¡s, actual revenues exceeded actual expenditures by $2,467,549 due to pos¡t¡ve variances ¡n both

revenues and expenditures.

Conlinue
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Commonwealth ol Puerto Rico

AUToNoiIoUs II¡IUNIcIPALITY oF Hu[IAcAO

Management Discussion and Analys¡s

FOB THE F§CAL YEAR ENDED JUNE 30,2015

. Estimated revenues increased $1,997,566 were ma¡nly due to $1,176,502 ol transfers from other lunds and $681,077 ol
property taxes. Expend¡tures were less than est¡mated by $3,358,900.

OVEBVIEW 0F THE FINAI'|C|AL STATEMENTS

The Municipali§'s basic linancial statements compr¡se three components: (1) management discussion and analys¡s (presented

here), (2) basic financial statements, which include three components: (a) Govemmental-Wide Financial Statements, (b) Fund
Financial Statements, and (c) Notes to the Basic Financial Statements and (3) required supplementary information.

COMPONENTS OF THE FINANCIAT STATEMENTS

Monogement
Discussion ond

Anolysis
Bosic F i nanci ol S totements

Government- Notes to the
wide Finonciol Fund Statements Financiol
Statements Stotements

Required
Supplementory

Information

The Municipality's bas¡c financ¡al statements consist of two kinds ol statements, each with a diflerent view of the lrunicipality's
f¡nances. The govemment-wide financial statements prov¡de bolh long-term and short{erm informat¡on about the Mun¡cipality's
overall financial status. The fund financial slatements locus on major aspects of the ilunicipali§'s operations, reporting those
operations in more detail than the government-wide statements:

Basic Financial Statements

c New Significant Accounting Standards lmplemented

ln fiscal year 2014-2015, the Municipality adopted two new statements of financial accounling standards issued by the
Govemmental Accounting Standards Board (GASB) that relate to pension activity:

. Statement No. 68, Accounting and Financial Beprting for Pensions-an amendnent of GASB Statement No.
27, and

. Statement No. 71, Pens,on Trunsit¡on for Contibutions Made Subsequent to the Measurcment Date-an
amendnent of GASB Statenent No. 68

Statement No. 68 (Statement) establishes standards ol accounting and f¡nancial reponing, but not funding or budgetary
standards, for the Municipality's defined benelit pens¡on plans. This Statement replaces the requirements of prior GASB
statemenls impact¡ng accounting and d¡sclosure of pensions.

The signilicant impact to the ilunicipality of implement¡ng Statement No. 68 is the report¡ng ol the Municipali§'s
unfunded pension liab¡lity on the Municipality's full accrual basis of accounting govemment-wide f¡nanc¡al statements.
There are also new nole disclosure requirements and supplementary schedules required by the Statement.
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AuToNoirous ÍIIUNICIPALrIY OF HUMACAO

Managemenl D¡scussion and Analys¡s

FoB rHE FrscaL YEAR ENoED JUNE 30,2015

The measuremenl dale for the pens¡on liab¡lit¡es ¡s as of June 30, 2014. This date reflects a one year lag and was used

so that these financial statements could be issued in an expedient manner. Activity (¡.e. contribut¡ons made by the

Municipali§) occuning during fiscal year 2014-2015 are reported as deferred outflows of resources in accordance with

Statement No. 71.

ln orderto implementthe Statements, a prior period adjustment was made to the ilunicipal¡ty's July 1, 2014 net position.

Th¡s prior period adiustment decreased the Municipali§'s net posit¡on by $80,734,708 from $124,860,823 to

$44,126,115 and reflácts the reporting of: 1) Net Pension Liabilities of $82,118,645, and 2) Defened Outflows of

Resources of $1,383,937. Please refer to Note 2, item 10, for more information regarding the Municipali§'s pensions.

The adoption of Statement No. 68 has no ¡mpact on the ilunicipaliiy's govemmental fund financial statements, which

continue to report expend¡tures equal lo the amount of the Municipali§'s actuarially determined contdbution (formerly

referred to as lhe 'annual required contribution"). The calculat¡on of pension contr¡butions is also unaffected by this

Statement.

Also, GASB Statement No. 69, Government Combinat¡ons and Disposals of Govemment Operafions were issued by the

Governmental Accounl¡ng Standards Board, but does not have impact on the Municipality's financial slatements.

o Government-Wide Financial Statements

The govemment-w¡de statements report information about the Mun¡c¡pality as a whole using accounting methods s¡milar

to those used by private.seclor businesses. They are prepared using the flow of economic resources measulement focus

and the accrual bas¡s of accounting.

Statement of llet Posfiíon -The Statement of Net Position presents information on all of the Municipali§'s assets,

deferred outflows of resources, l¡abil¡ties, and defened inflows of resources, with the diflerence between them reported

as net pos¡tion. Over t¡me, ¡ncreases or decreases ¡n net pos¡t¡on may serve as a useful ¡ndicator of whether ¡ts f¡nanc¡al

pos¡tion is improv¡ng or deteriorat¡ng. Other non-financial factors such as the condit¡on of the Municipality's roads and

other ¡nfrastructure may need to be considered to assess lhe overall financial pos¡tion ol the Municipality.

Statenent ol Net Posifon - Presents information on all of the ilunicipali§'s assets, deferred outflows ol resources,

liabilities, and delerred inflows of resources, with the difference between them reported as net pos¡tion.

Net Position = (Assets + Defened Outflows of Besources) -
(Liabilíties + Deferred lnflows of Resources)

Statenent of Activ¡ties -Ihe Statement ofAcfiyilies presents ¡nformation show¡ng how the Municipality's net pos¡tion

changed during the year. All changes in net posil¡on (current yeafs revenues less expenses) are reported as soon as

the underiying event g¡v¡ng rise to the change occurs, regardlex of the timing of rclated cash flows. Thus, revenues and

expenses are reported ¡n this statement for some items that will only result in cash llows in future fiscal periods (e.9.,

uncollected taxes and eamed but unused vacation leave). lhe Statement of AcfMtres is focused on both the gross and

net cost of various activilies (including govemmental and bus¡ness-type act¡v¡t¡es). This is intended lo summarize and

simplify the reader's analysis of the revenues and costs of various state act¡v¡ties and the degree to wh¡ch activ¡l¡es are

subsidized by general revenues.

Both of these govemment-wide financ¡al statements d¡st¡ngu¡sh functions of the Municipali§ that are princ¡pally

supported by taxes and ¡ntergovernmental revenues (govemmental act¡v¡ties) from other functions that are ¡ntended to

recover all or a sign¡f¡cant portion of the¡r costs through user fees and charges (bus¡ness-type activities).

Continue
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The govemmental activ¡t¡es of the Municipality include general government, public works and sanitation; public safety,

culture and recreation, housing, welfare, and communily developmenl and educal¡on. These activities are pnmarily

f¡nanced through property taxes, other local taxes and intergovernmental revenues. The business-type act¡v¡ties of the
Municipality include the EMDEBCDMAH Enterpnses as new enterprise for the administration and operation of some
Municipality new building for recreat¡onal lacilit¡es.

The government-wide linanc¡al statements can be found on pages 21-22 of lh¡s report.

o Fund Financial Statements

A fund is a group ol related accounts used lo mainta¡n control over resources that are segregated for spec¡f¡c activit¡es
or objectives. The Municipality, like other state and local govemmenls, uses fund account¡ng to ensure and demonstrate
compl¡ance with finance-related legal requ¡rements. All of the funds of the Municipalily can be divided into two
categories: governmental funds and proprietary funds. The fund financial statements provide more detailed information
about the llunicipality's mosl significant funds. Funds are accounting devices that the Municipal¡ty uses to keep track
of specilic sources of funding and spending for part¡cular purposes. Some funds are requ¡red by Federal and Government
regulations, as well by bond covenants.

Governmental Funds - Governmental funds are used lo account lor essentially the same funclions reported as
governmental activities in the governmenlw¡de stalements. However, unlike the govemmenlw¡de stalements, the
governmental funds financial slalemenls focus on near-tem inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end ol the f¡scal year. Such inlormation may be useful in evaluating
the Municipali§'s near-term f inancing requiremenls.

As required by GASB Stalement 54, Fund Balance Repofting and Govemmental Fund TWe Definif,bns, fund balances
for lhe govemmenlal funds are reported ¡n classificat¡ons that comprise a hierarchy based on the extent to which the
government honors constraints on the specific purposes for wh¡ch amounts in those funds can be spent.

ln parlicular, unassigned fund balance may serve as a useful measure of a government's net resources available for
spending at the end of the fiscal year. At the end ol the current fiscal year, the Municipali§'s governmental funG
reported combined ending fund balances of $38.9 million. Approx¡mately 16.2% ol th¡s amount is available for spending
at lhe government's discretion (Unassigned Fund Balance). The remainder ol fund balance ¡s restricted, comm¡tted or
ass¡gned to ind¡cate that is not ava¡lable for new spending because it has already been comm¡tted.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, ¡t is useful
to compare the inlomat¡on presented Íot govemmental funds with similar information presented lor govemmental
actvlfies in the governmentwide linancial statements. By doing so, readerc may better understand the long-term impact
of the govemment's near{erm financing decisions. Both the govemmental fund balance sheet and the govemmenlal
fund statement of revenues, expend¡tures, and changes in fund balances provide a reconc¡l¡ation to fac¡litate this
comparison between govemmental tunds and govemmenlal activities.

The Municipality ma¡nta¡ns several individual governmental funds. lnformation is presented separately ¡n the
governmenlal lund balance sheet and in the governmental lund statement of revenues, expend¡tures, and changes in

fund balances forfive majorlunds and an aggregate totallor allnon-major funG. The Munic¡pality's major governmental
funds are the General Fund, Head Start Fund, Art Center Fund, Multiuse Coliseum Fund, and Debt Service Fund.
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The General Fund is the ch¡ef operating lund of the Municipality. At the end ol the current f¡scal year, the General Fund

balance was $l 1,737,765 of which $6,365,008 represenls unassigned fund balance of the General Fund. As a measure

of the General Fund's liquidity, it may be useful to compare both unassigned fund balance and totalfund balance to total

fund expenditures. Unassigned fund balances represenl 15.15% of the total fund expenditures, while total fund balance

represents 28% of that same amount. This percentage is a key financial policy for the Municipali§ ol which needs to
be greater than 10%.

The net increase to lund balance for the General Fund for 2015 was $733,098. This increase was a result of the transfer
from Debt Service Fund of $1,176,502 Írom COFIM funds from the Sales and Usage Tax being ava¡lable as an

advancement to the Municipali§.

The governmental fund financial statemenls can be found on pages 23-26 of this report.

The Municipali§ adopts an annual appropr¡ated budget for ¡ts generallund. The Budgetary Comparison Schedule has

been prov¡ded for the General Fund to demonslrate compliance with th¡s budget (pages 90-91).

Prcüietary Fund- The Municipali§ maintain only one §pe of propr¡etary fund. Enteryñse tund aE used to report the
same lunct¡ons presented as bus¡ness-type activit¡es ¡n the govemment-wide financial slatemenls.

The Municipality uses enlerprise funds to account for its EMDEHCDMAH Enterprises. Propr¡etary funds financial

stalements provide the same type of information as the govemment-wide financial statements, but in greater detail. The
proprietary lunds financial statements prov¡de separate informat¡on of EMDERCDMAH Enterprises, which are
considered to be major proprietary fund of the Municipali§.

The bas¡c proprietary fund financial statemenls can be found on pages 27-29 of this report.

Notes to the Financial Statements

Provides integral infomat¡on needed to explain the basis for the numbers used with¡n the Bas¡c Financial Statements
and provide more deta¡led data.

Required Supplemenlary lnfomation

Provides additional inlormation to better understand the financial position ol the Municipali§ and conta¡ns the Budgetary
Comparison Schedule for the General Fund. The required supplementary informalion reported are related to the
¡mplementation of GASB Statement No. 68 and GASB Statement No. 71 for pension liability reporting, are presented

immediately following the noles to the f¡nanc¡al statements and can be found on pages g2 through 94 of this report.
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FoB THE FISCAL YEAR ENDED JUNE 30,2015

FINANCIAL ANALYSIS OF THE MUNICIPALIIY AS A WHOLE

G ov e m me nt-W i de F i n a n c i al State ne nts An aly si s

The following table presents a summary of the Statements of Net Pos¡tion as of June 30, 2015 and 20'14:
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Analysis of Net Position

As noted earl¡er, net pos¡t¡on (assets + deferred outflow of resources over liabilities + defened inflows of resources) may serve

over l¡me as a usefut indicator of a government's financial position. Assets + deferred outflow of resources exceeded liabililies +

defened inflows of resources by $40,016,121 at the close ol the most recent f¡scal year.

The largest port¡on of the Municipali§'s net pos¡t¡on reflects ils net ¡nvestmenl in capital assets (e.9., land, buildings,

¡nÍrastructure, motor vehicles, and machinery and equipment) lor S91,055,471 ltotal cap¡tal assets less accumulated depreciat¡on

and less any relaied outstanding debt used to acquire those assetsl. The Municipality uses these assets to prov¡de services to

¡ts 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 from other sources, because capital assets are not generally liquidated for the purpose

of retiring debt.

Bestricted net pos¡t¡on represenl resources that are subject to external restr¡ctions on how they may be used.

Unrestricted net position are the part of the net pos¡tion that can be used to finance day{o-day operat¡ons w¡thoul conslra¡ns

established by debt covenants, enabling leg¡slat¡on or other legal requirements.

As of June 30, 2015 lhe Mun¡cipality presented unrestr¡cled net posit¡on ol ($79,241,425). This balance was affected by long

term obl¡gat¡ons such as compensated absences $5,998,601, and other debts for the amount of $1,020,458 for which the

Municipalis did not provide fund¡ng in previous budgets. Historically, such obligations have been budgeted on a pay as you go

basis without prov¡ding funding for their future l¡quidation. There is $58,453 in unrestricted net position reported in connection w¡th

the Municipali§'s business-type activities and ($79,182,972) in governmental act¡vities. 
conrnue
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Changes in Net Posit¡on

The following table summarizes the changes ¡n net pos¡tion for the years ended June 30, 2015 and 2014:

Analysis ol Changes in Net Posit¡on

The Municipality's net position overalldecreased by ($3,567,062)during liscalyear 2014-2015, compared to $1,349,652 increase
last fiscal year (after implementation of GASB No. 68). The Business-Type Activities increase by $542,932. A discuss¡on of these
changes is presented ¡n the Govemment and Business-Type Activities below.

An additional portion of the Munic¡pal¡ty's net pos¡tion ($28,202,075) represents resources lhat are subject to extemal restrictions
on how they may be used. There was a decrease of $4,872,707 in restricted net pos¡tion. (see Tauc t and F¡gr¡E r). 
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F¡gure f presenb revenues comparison by sources of the govemmental activities dufing lhe past two year§:

FIGURE 1

Commonweahh of Pueño R¡co

Autonomous Munícipality of Humacao
F¡scal Years Ended rune 30, 2015 and 2014

(ln Dollars)
Revenues by Source-Govemmental Activ¡i¡es
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Govemmenhl Activitbs.Ihe llunicipalityfs net posit¡on decreased by ($4,109,994) during lhe curent l¡scal year. For the mo§l
parl, increases in expenses because of a new Early Head Start Program which increased publ¡c instruction expenditures, and
uóan development spending increased lor vadous conslruction proiects. Also, non{apitalized expemes were incured for
maintenance of capital assets.

Approximately 26.347o ol the llunicipal¡ty's revenues came from property taxes, 27.94o/o from volume of business taxes, 21 .70/o
from operating granb and contfibutions, 9.84% from intergovemmental revenue, and 14.18% from other sources. The
llunicipality/s expenses cover a range of serv¡oes. The largest expenses are general adm¡n¡stralion with 30.6P/", education with
15.29/o, human services and welfare wih 12.7Dlo, and public work wih 9.?/". Program revenues of the llun¡cipality covered
22.3% of total expenses.

Expenses increased 7.8.l% or $4,825,6S3 in comparison with 2014 year principally ¡n public ¡nstruct¡on and urban development.
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Figure 2 presents expenses by function of the govemmental aclivities during the fiscal yeaf 201 4-201 5:

FIGURE 2
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Bushrcx-Typ Activilbs. The proprietary lund net posiüon presents a balance ol $58,453 during the curent fiscal year, after a

capital contribution of $1,2¿14,859 from general fund to cover lhe cost of operations'

Co{hue
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Figure 3 presenl revenues by sources and expenses comparison of the business-type activities dur¡ng lhe past two years:

FIGURE 3
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The Íollowing table focuses on the cost of each of the Municipal¡tfs laryest functions/programs as well as each

tunctions/program's net cost (total cost less fees generated by the programs and progranápec¡fic interyovemmental aid):

Table 3

Funct¡o

Commonwealth ot Puerlo Rico
Ar¡tonomous Mun¡c¡pality ol Humacao

Net Cost ol Muñicipal¡ty's Governmental Act¡vitie§
For the F¡scal Years Ended Juñe 3(),

Total Cosl ol Services Ner Cost ol Sérvices

Gov6rn nrental Act¡v¡t¡es:
General Adrrinistaton
Public Safery
Public \ rorks
CuhJre and Recrealion
Healh and SaniElion
Public lnstucüon
Solid WasE Disposal
HlrÍ¡an Services and \ /blfare
Urban DeveloprrEnt

2015

$ 21 ,659,697
5,346,484
6,514,435
4.474,194
1,715,105

10,436,O97
3,975,a29
8,995,174
5,223,324

2()15 2014

s 21 ,65A,024 $21 ,364,017
4,704,373 4,OO1,964
6,434,230 6,244,100
4,474,194 4,344.164

690,515 795,525
248,672 19,012

3,975,429 4,304,206
7,O94,941 6,250,430
3,714,696 2,334,646

- 6,367
2,069,333 2,156,464

55,O5a,aO7 51,469,339

703,568 669,500
703,564 669,500

Loss on Disposilion of Asset
lnterest on Long-Term Debt 2,069,333

Tolal Expéñses 70'849,622

Busine6s-Type Act¡v¡t¡es:
EMDERCDMAH EnErprise 954,654

Total Expenses 95A,658

$ 21 ,366,176
4,499,107
6,244,100
4,344,164
1 ,71 5,'105
9,243,476
4,304,206
8,633,503
3,462,907

6,367
2,156,464

66,O23,979

1,375,357
1,375,357

Total Expénses $71 67

Some of the cost of governmental act¡v¡ties ¡n 2015 was paid by those who d¡rectly benef¡ted from the programs ($1,026,263) and

other governmenls and organizat¡ons that subsidized certain programs w¡th grants and contributions ($14,754,602). The

$55,068,807 net cost of services was substantially covered by olher general revenues includ¡ng property, volume ol business

l¡cense taxes, sales and usage t¿ues and intergovernmental. Business-type activ¡t¡es in 2015 were paid by a capital contr¡bution

from general fund.

Cmiiñue
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

Govemmental Funds
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The locus of the Mun¡cipal¡ty's governmental lunds is to provide information on near-term inllows, outflows and balances of

resources ava¡lable for spending. Such ¡nformation is useful in assess¡ng the irun¡c¡pality's financing requirements. Fund

balances for the governmenlal funds are reported in classifications that comprise a hierarchy based on the extent to which the

govemmenl honors constraints on lhe spec¡fic purposes for which amounts in those funds can be spent (see Table 4).

ln particu¡ar, unreserved lund balance may serve as a useful measure of a Munic¡pality's net resources available at the end of a

liscal year. For the Fiscal year ended June 30, 2015, the governmental funds reported combined ending fund balances of

$38,921,571 , a net decrease of ($69,785) in comparison with the pr¡or year. This decrease was caused primar¡ly because of the

fansfer of unrestricted fund balances for special p@ect and capital contribulion for the new enterpr¡se lund. Of total combined

fund balances, $6,365,008 (16%) const¡tutes unreserved fund balance of general fund. The remainder of lund balance ¡s reserved

to indicate thal ¡s not available lor new spending.

, Resticted Fund Balance, $23,884,235, cons¡sts of amounts w¡th constraints put on the¡r use by creditors, grantors,

contributors, laws, regulations or enabling legislation. Examples of restrictions on funds are those for (1) purpose of fund

(i.e., improve and construction of fac¡lit¡es), (2) grants lor capital outlay, and (3) legislated amounts reserved for debt

repayments.

. Committed Fund Balance,$S97,850, consists of amounts for spec¡fic purposes determ¡ned by the Mun¡c¡pal Leg¡slature,

such as contracts for Professional Services $258,328 and Solid Waste Disposal account of $339,522.

, Assigned Fund Balance,$8,147,352, consisis ol amounts for specific purposes lo cover purchase orders and contracls.

. Unassigned Fund Balance,$6,292,134, represents the res¡dual classilication for the Municipali§'s General Fund.

The general fund ¡s the operat¡ng lund of the Municipali§. Unreserved fund balance of the general lund Iepresents approximately

54% ol total ending general fund balance. For the year ended June 30, 2015, the fund balance of the general lund increased by

$733,098 thousand when compared w¡th the prior year, ma¡nly due to transfer ol lunds Ior spec¡al project and capital contribut¡on

for the new enterprise lund.
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For the year ended June 30, 2015, the fund balance ol the general fund ¡ncreased by $733,098 when in the prior year there is an

¡ncrease of $189,323 (see Table 5).
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Proprietary Funds

The Mun¡c¡pality's proprietary funds provide the same type of inlomation found in the govemment-wide financial statements,

but in more deta¡|.

GENERAL FUI¡D BUDGETARY HIGHLIGHTS

The general fund orig¡nal budget for the liscal period 2014-2015 presents a decrease of $135,340 w¡th respect to prior yeais
budget. During the fiscal year budget expenditures were increased by $2,888,917 due to a budget amendment from prior years'

fund balance. Budget expenditures were amended during the year in accordance with funct¡ons estimates.

A pos¡tive variance of $3,358,900 between f¡nal budget and actual expenditures was due mainly to increases in some resource

categories.

Cqrtinue
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FIGURE 4

Commonweelth of Puerto Rlco
Autonomou. Munlc¡pallty of Humec.o

F¡sc.l YCars Ended ,un6 3(),2(,15and 2014
(ln Dollarsl

Budgetary Comparison
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CAPITAL ASSET AND DEBT ADIIINISTRATIOI{

Capital Assets

At the end ol the fiscal year, the ilunicipali§ has invesled $.l5'1,245,056 (nel ol accumulated depreciation) in a broad range of
capital assels, including buildings, parks, roads, bridges, land and Euipment. This amount represents a net decrease ol$2.7
million or over 2% from the prior year.

The Municipality invested a total of $1,677,537 in capital assets during the fiscal ye at 2014-2015. Principal addit¡ons were as
follows:

. Construct¡on in Progress - $841,185 - Ihe principal proiects are the following:
o Construclion ol a Bridge between the Coliseum and the Arts Center - $642,514o Construction ol Recreational Facilities - $198,671. Acquisit¡on of Motor Vehicles - $127,822

o Reclassilication ol the Teatro Victoria - $1,946,21S. lmprovement to Bu¡ld¡ngs - 9344,702o Acquisition of Equipment - $356,983

Olher proiects related to repa¡r and maintenance of roads (not capitalized) and facilities were developed during the year 201S.
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Management Dbcussion and Analysis

FO8 THE FECAI YEAR EilDED JuilE 30, Mf 5

Table 6 and Figurc 5 present the components of capital assets during lhe fiscal year 20111-2015:

FIGURE 5

tañnü*.lñ o, Arrto tto
A¡¡aqur§¡r Mu¡Oa¡, oa ltrñaGao

tt .l Ya.r flrd t't 30, 2ot!t .nd ¡Ota
llnDo¡rr,

cdtrpcnl3 ol c¡Pat¿l Ast.rs

Cqlthue

l8

l{on-Depreciable Assets:

Land

Constuclon in Progress

Depreciable Assets:

Bu¡ld¡ngs

lnlaesluctre
Mobr Vehides

Equ¡prpnt

Total

Comnonwealth of Puerto R¡co

Autonomous ilunlc¡pality of Humacao

Capltal Asseis, net
As of June 30,

$ 13,031,194

7,664,443

117,694,«)l

15,765,640

1,281,853

1,332,612

(2,5s8,945) -2.2"/"
(372,61 5) -2.47/.
(201,048) .18.607"

(333,945) -33.44"/.

Additional infomation on the llunicipalitfs capital assets can be found on Note g ol the Basic F¡nancial Statements.



Commonrealñ ol Pr¡eio Ri¡
AuTo{orous lluMcrpAury oF HurAcao

Management Discrsskm and Anal¡§s
Foñ nc FEcar YEAn EmED JuiE 30, 2015

LorgTuntDúüs

At year+nd, üe tlunicipality had $67,308,15,6 ¡n general and special bonds, a decrease ol $3.4 million. The following is a
summary of lhe ilunicipality¡s outstanding debt as of June 30, 2015 and 2014:

FIGURE 6

Additional infomation on the llun¡cipoli$s longtem debt can be found on Note 10 of the Bash Financ¡al Statements.

Cqúlouatñ oaA..rb tko
A.¡EEr!.¡¡ l.r¡!a+.t, d Hunac¡o

tL¡l Yc¡. ¡,í.d ¡rr I, ¿otg

Outstand ing Long-Term Debts

Delerrcd Outflowe / tnÍlows oÍ Rcaources

flefered Outflows of Resources

Delened outflows of resources are new lo the tlunic¡pal¡ys Statement of Net Position for ú¡s fiscal year. This classificaüon
balance, alhough sim¡lar to "assets," ¡s set apart because these items do not meet the technical definiüonbf being a unicipality
asset on the dale ol these f¡nancial stalemenls. ln olher words, lhese amounb are nol ava¡hble to pay liabiliües iñ üre way ásseÉ
are ava¡lable. When all the recognition criteria are met, üe defened outffow of resources will become an expense/expenáilure.

s55.9633r . 75f

¡a C¡aner¡l Ot¡¡3¡to.ri

9 sp.q¿l Ob¡3.Door

go,t ra. oah

Cqllilu€

Commonwealth of Puerto R¡co
Autonomous Mi¡niclpality of Humacao

Outstandlng LongTerm t ebts
As o, June 30,

2015 m14 Chsnge

General Obligat¡on Bonds $ 55,90O,33f $ 58,567,331 $ (2,667,000) 4.77o/"
Spec¡af Obl¡gat¡on Bonds 11,47,825 12,12O,@S (7r6,O(x)) $.2W"

7,019,059 7,737,371 f7r8,3r2) _11.2gyo

l9



Commonweahh of Puerto Rico Management Discussion and Analy§s
AUÍONOiIOUS MUI{ICIPALIÍY OF HUMACAO FoR fHE FIscAL YEAn ENoED Ju}¡E 3(),2OI5

The most significant defened outflow of resources reported are related to the implementation of GASB Slatement No. 68 and
GASB Statement No. 71 for pension liability reporting. GASB 71 requires lhat contribulions made during the fiscal year to the
relirement system be reported as deferred outflows of resources. Consequently, the majority of lhe deferred outflows of resources
reported are comprised of cunent year conlribut¡ons to the ret¡rement system. However, there may be some deferred outflows of
resources atlributable to the var¡ous components that impact pension changes, and can ¡nclude investmenl changes amortization,
changes due to acluarial assumptions, and differences between expected or actual experience.

D,eferred lnflows ol Besources

Delened inflows of resources are the counterparl to defened outflows of resources on the Statement of Net Position. Delened
inflows of resources are not techn¡cally liabilities of the Munic¡pality as of the date of lhe f¡nancial statements. When all the
recogn¡tion criteria are met, the defered inflow of resources will become revenue or an ¡ncrease to net position.

Defened inflows of resources related lo pensions represent a net amount anributable to lhe var¡ous components that ¡mpact
pension changes, and can include ¡nvestment changes amortizat¡on, changes due to actuarial assumpt¡ons, and differences
between expected or actual experience.

More detailed ¡nformation about lhe Municipality's defened outflows of resources and defened inflows of resources is presented
in Note 6 to the financ¡al slalements on page 60 of this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipali§'s selected and appointed officials considered many factors when sett¡ng the fiscal year 2014-201S budget. One
of these faclors ¡s the economy. Among economic areas considered are the population growth estimates, personal income,
housing statistics and unemployment rates. The Municipality's unemployment rate now stands at 13.7%, which compares with
the Commonwealth rale ol 11.2o/o.

The Municipali§ applied a conservative approach in development budget estimales. Amounts available for appropriations in the

9eneral Fund for the fiscal year 2015-2015 are $45 million, approximately $135,000 less than the f¡scal year 2014-2015. The
Municipality expects revenues lor the next year to remain stable relative to th¡s year. Budgeted expenditures are expected to
stabilize accordingly to the projected revenues. Among planned projects, this budget may be adjusted in accordance with
economic injecl¡on projected when the construction project promoted by the Municipality and other private projects developed
during the year.

CONTACTING THE MUNICIPALIW'S FINANCIAL MANAGEMENT

This financial report is designed to provide our c¡lizens, taxpayers, and creditors with a general overview of the Municipality's
finances and to demonslrale the Municipality's accountability for the money it rece¡ves. lf you have questions about thii report
or need additional informat¡on, contact the Municipali§'s F¡nance Department at [(787) 852.273010r P.O. Box 178, Humacao,
Puerto Rico 00792.
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COIiTUONWEALIH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF HUIIACAO

STATEM ENT OF NEf POSITION

JUl,lE 30, 2015

GOVERNiIENTAL BUSI¡¡ESS . TYPE

acnunEs AcnunEs
ASSEfS:

Cash and lnvesürEnb

Cash wih Fiscal Agent

Prepaid lnsurance

lnvenbry

Receivables (Nel):

Federal Gran§

Property Taxes

Sales and Usage Taxes

Oher Receivables

Due from Govern[Bnt Unit

Capitsl Asseb:

Land and Constuclion in Progress

Oher Capihl Asseb [Nel ol Acorruhtsd Deprecialion]

Tobl CapiEl Asse§

TOTAL ASSEIS

OEFERRED OUIFLOWS OF RESOURCES:

Contibulons b Erpbyees RelirenEnt SySm

TOTAL DEFERRED OUIFLOWS OF RESOURCES

LIAAILIIES:

Accoun§ Payable and Accrued Expenses

Accrued lnbresl

Due b GovernnEnhl Unib
Unearned Bevenues - VolurE ofBusiness Taxes
Noncurrenl Lhbilites:

Due Wh¡n One Year

Due in More han One Year

Net Pens¡on Liabililies

TOÍAL LIABILITIES

DEFERRED INFLOWS OF ñESOURCES:

UnarDlized lnvesÍpnt in Erployees Helrenpnt Sysbm

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSIIot¡:

Net lnvestrEntin Capihl Asse§
Restr¡c'tsd br:

Head Shrt
DebtService

CoErunily DevelopíEnt Proje€b

Oher Purposes

Unrestded (Defcil)

TOTAL l{ET po§tTlOt¡

42,231,307

3,298,7U
52,810

350,330

7,992

556,054

23.181

166,084

42,787,361

17,4n,559

23.181

3,298,784

52,810

350,330

166,084

7,992

20,197,931

131,047,125

20,197,931
'r3r,M7,r25

151,245,056't51.245,056

214,663,838

4.972.665

4,972,565

596,716

921,489

1,095,842

16,475,695

6,562,434

65,175,083

88,088,204

178,915,453

704,919

704,9't9

91,055,471

2,211,656
15,419,906

89,735

10,480,78

179,241.425)

¡ o,016,12'

686,866

58,453

4,972,665

4,92,665

1,185.423

92't,489

1.095,842

16,555,248

6,581,040

65,175,083

88,088,204

'I 79,602,329

704,9r9

7l)4,919

91,055,47'

2,2't1,656
15,419,906

89,735

10,480,778

(79,182,972)

I 40,074,571

7¡t5,3f9 2'15,409,157

588,707

79,553

f8,606

fhe accompányiñg NoÉs b he Básic Fiñáncial Sbbmenb ere en intsgral parl ot his stsErneñt

§ 58,453
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COI'I¡ONWEAIH OF PUERIO EICO

AUTONOfi|OUS MUNICIPALITY OF HUMACAO

STATEMENT OF ACf I\ITIES

FOB IHE FISCAL YEAN ENDEO JUNE

Prcgr¿m Revenues

Net (Elpens.) Revenue ard
Changes ¡n Net Posil¡on

Fun clionJPrograÍE Expense§

operat¡ng Capital

Cha¡ges For Gránlsand &ants and

Sed¡ces Cortribut¡ons Conldbutions

GovemnE¡lal Bus¡nes8.Typé

A.l¡vit¡e8 A¿t¡vit¡es

PHI I¡!A8Y GOVEBI{UEiII:

Govemmenlal Act¡v¡t¡esr

Mayor a¡d M!n0pal Legbhture

General Govemmenl

PublbSabg

Publb'¡,brl§

Cultrre and Becrealion

Héálñ end Sanihlion

Publb lnstudon

Solh \¡Jhst DiSosaL

HurEn Services a¡d l\bhrc
Urban DeveloprEnl

lnbresl on Loñg-ferm Debl

Total GovemrEntal Act¡vities

Bus¡¡ess - TAe lct¡vit¡es:

EMDEHCDMAH Enbrprbe

fotal Business - Type Activities

Total P¡in¡try Govem[Ent

§ 4,531,621

17,128,076

5,386,484

6,514,€5

4,474,194

1,715,105

10,836,097

3,975,829

8,995,174

5.223,324

2,069,333

70,849,5',72

958,658

958,658

!__t!!8,339

Cienenl Révenues:

Taxes:

1,026,263 14,754,602

$ (4,531,621)

(17,1 26,403)

(4,708.373)

(6,434,230)

(4,474,194)

(690,515)

\248,6721
(3,975,829)

(7,094,941)

(3,714,696)

(s5,058,807)

(703,s68) (703,568)

(7m,568) (703,568)

- 13,476,396

- 4,433,843

- 18,998,068

- 6,192,091

- 1,318,804

- 6,689,543

1,641 313,790
. 782,n8

1,673

1,m4,59;

678,111

80,m5

10,587,425

1,900,233

1,508,628

$ (4,531,621)

(17,r26,403)

14,708,373)

(6,434,230)

(4,474,194)

(690,s1s)

(248,6?2)

(3,97s,829)

(7,094,941)

(3,714,696)

(2,069,333)

(s5,068,804

255,090

s 1,28r,353 § 14,71,602

PropelryTaxes, levied br General Purcoses

Propeñyfaxes, levied br Debt Serurce

VolulE of Bushess faxes

Sales and Usage Tares

Con$ucnon Exdse Taxes

lnbrgoverñÍEnbl

lnbresl

Miscelhneous

Caphl Confibuton

Total CÉneral Bevenues

CIIAI{GES IN NETPOSIIOI

Net PosfDn - Beghnhg ol Year, As Resbbd

NET POGINO . EI{OIiIG OF YEAF

(55,068,807) (703,568) 15s,n2375)

13,476,396

4,433,843

18.998,068

6,192,091

1,318,804

6,689,543

312,149

782,n8
(1,244,8s9)

50,958,813

(1,10e,994)

44,126,115

§ 40,016,121

1,244,859

1,246,500 52,205,313

542,§2 (3,567,062)

(484,479) 43,641,636

§ 58,45li § 40,071,14

The accoñpanying NdE§ b he gasa FinancÉl Shtñen§ are an inbgr¿l Aar oft'rs shbmenl
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co o wEArH oF PUEFÍO nrCO

AUTONOIIOUS IIUNICIPALITY OF HUTIACAO

BALANCE SHEET - GOVERNMENTAL FUNDS

JUr{E 30,2015

GEI{ERAI }IEAD START

FUIID FUNO

f,EBT

SERVICE

FUND

OTHEN

GOVEN XEI{TAL

FUNDS

TOfAL

COVEFNTE}TfAL

FUI{DS

ASSETS:

Cash úü lrveÉln€íb

Cash wih FÉcal Ageíl

Sd€s 1d Us4e Tarés

Feórd Gf'É
DtÉ ftrr OlÉr Fúr<b

DrD frcn Go{er¡r'úh¡ Uri§

LIAAILlfIEI:

Bdld Payde

D(. lc Goreímerld Urib
D(4 ¡c OlÉ Frnds

UrÉan€d R6úer¡-€6 - Vduie d Busin€ss fax6

Tot¡ Li.¡¡l¡ü€3

DEFERRED I FLO¡IS OF RESOURCES:

Unavr¡lau€ Ret/en-Es - Muici, B€vene

Cdl€ct¡ AgerEy

UrE/atade B6'/á¡Es - F6d€rd Gr¡r§

Tot¡l Del€í€d lnfows ol R-ources

FUI{O BAL¡ttlCE¡:

R€sti:bd

Csnmibd

A§§ign€d

Uñds¡gned (fHd'o

fot¡ Fuñd Bi¡lcca

Totrl L¡ó¡llü€3, Dd€rfld lnlour ot

Fsurc- rrd Furd BdnaÉ

s 24,6,7¡t5
5,5m

360,«I)

s1,200

40r

91,m

¿60s455

s-
r6,288,585

52.810

t4,043.3t

r,183.474

6P,34)

1,&
7,501

§ 230,m1

55,558

16.249.á2

s 1rc,041 S

68,37

s a,atw
17,477,5$

3&,§
5¿810

3,X,1fr4

@@

¡ 63,7a,ía

$ 596,716

2,171,W

9t,4At
l,(8 842

«P,632

16,475,6€5

3 28,75/t,!76 3 2,69r,663 ¡ 16,341,Ui s r5,g6,ri)

2,17,m
cl,449

1S,074

w.d
u,Á

17,016,411

,4

211,En 3,g,aa 1,2t3,(E ñ,m,í4

- 5¿810

¿81,979
5¿810

¿s2669

¿$0,{69

n,§4,*
592&50

8,147,§2

6,2e,r34

552,64)

¿354E7s 5¿8t0 56¿.6ú

§,915
587,191

4,4t5,651

6,§5,m

l0t,s r2,920,6 10,4c,918

10,669

373r,70r
(ng4l

t+r6¿,oa11,ñ¡7,7t5 f0r,ffi - tem,os

3 28,75a,tr6 3 ¿6S7,661

3q§¡l,5ñ

The accompany iñg Nots b ih€ 8a§ic Financial sE6rn€íE al€ a¡r inbgral pad ol ,is sEbrnánr

t 16,3ñ,3S ¡ ltg8,rü) S 6q751,a14
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coxxot{wEATH oF Pt Enfo Rtco
AUTONOfIIOUS IIUNICIPALITY OF HUt,ACAO

RECONCILIATION OF THE GOI/ERI{ÍIIENTAL FUNDS BALA CE SHEET

TO THE STATEÍIIENT OF NET POSITION

JUtlE 30,20r5

Total Fund Balances -Governmeni Fund8 (Prge 25)

Anount repoñed brGo\émmental küúlies ¡n ü|e Stalemenl of Net Posilion (Page 2l)
are difierent because:

Capital Asseb used ¡n go\€mmental act¡üties are not inanc¡al resources and ther€bfe
are not repoñed ¡n hefunds. ln lhe cunent pefiod,lhesa amounis afe:

Non Deprec¡able Cap¡tal Assets

Deprec¡able Capihl ¡ss€b
Accumulated Deprec¡alion

Tobl Cap¡tal Asseb

Deftned Oufrows ol Resources ¡n Go\emmenhl Acli\¡lies are not recorded in the

funds ¡n he curentperiod.

Some olthe fúunic¡paliiy's re\cnueswillbe collectgd afrgr jEar€nd but afg not a\a¡lable soo¡
enough to paybr the curent period§ expenditJfes and üerebfs are unara¡lable ¡n he fundsi

CDBG Program

Head Sllarl Program

Eariy Head S'tad Program

Propeñy T axes

Olher M4or Fund

Total Una\ailable He\.enues

Defuned hlows of Resources in Go\cmmenlal Acli\iües corespo¡dEd b ñrü¡re peñod

and therebre are not repofted in fie funds.

Some l¡ab¡l¡lies are not due and paFble in he cunent period and therebre afe not reporied

¡n t¡e tunds. T hose liabilities con§stot

General Obl¡gaüon Eonds

Law Numb€r '1,16-MRCC

Law Number 42-MRCC

PopertyTax L¡quidalion - MRCC

Net Pens¡oo L¡abil¡ty

CompensaEd Abs€ncEs

Total Long-Term L¡ab¡lilies

Total Net Po8¡lion of Govemmental Acliviliss (Pago 2l)

§ 38,921,571

$ 20,r9793r

r7923558r
(48,r88,456)

72,069
2,33t,979

348,925

52,810

131,686

(61,887,156)

(496,707)

(38s.027)

(186,851)

(88,088204)
(6,334,776)

151245,056

4,972,ffis

2,960,469

(704,9 r 9)

(15737a,7211

¡ iO,016,121

Tne accdñpanying Nob§ b 116 8áric Finánc¡al S1abm6ñÉ á,r áñ inÉgrel pa.t ol ñis sbbñ€rn
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CO MONWEALIH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF HUMACAO
STAIEIIENT OF REVENUES, EXPENDITURES, A}ID CHANGES IN FUND BATANCE - GOVERNIIENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

GENERAL

FUlrlD

HEAD START

FUNO

DEBT

sEnvtcE
FUXD

OTHER TOÍAL
GOVEN TENTAL @VERI{i'E TAL

FUNDS FUNDS

RE\'E¡{UES:

Vd(me of Busiñess Taxes

Sal€s ard Usage Ta(es

CmstrElim Excise Taxes

lnEgo/ernrnen¡at

F€ds-¿l Grrls
C llarg€s for Serv ices

Totd Rev.lrúcs

E'(P ENDIT URES:

Curent

Mayor and Muric¡pal Leosh¡rre

GerEral Got,enment

PLal¡c SaHy

Culüre arld Recrealirr

Heellh and Sar*laiirr

Púric lrlsttElitrr

Sdid WasE Dispo6al

Húmn Serv¡ces ard Wdhre

U rban De',/elopn'erf

C4rhl Ouüay

Detl Serv¡ce:

PnrEipal

lnbreGt and Oül€f ChargÉs

Totd Éeend¡lüre.

E(CESS OF RA'E¡IUES OVEN ruIDER)
EXP ENDIf URES

ofHEn HNANCTI{G SOURCCS (USei):

Trarsgs - ln

Trar|sks - Out

Totd Oth.r Finrt.ins Sourcea (Use6)

iLl Ch-Ea in Fund Bdúrca3

s 13,476.«)6

18,95,064

4,W.É2
1,314,&4

53m.211

1,m.263

rfl,543
68,r66

+494,076-

1,233,8«)

1,319,332

6,888,263

35lt,178

17,C70,472

18,998,068

6,1S2,0S'l

1,314,804

6,683,543

r5,215,,$3

r,@6,263

13¿583

§7,U4

$$

a,?7,^

45,888,743 a,CZLZA 47¿7,915 4561,7¡3 68,$5,651

3t419,442

1474á,úA

47t8,97O

4«n,206
2,8S4,531

1,7't5,105

3,975,829

5,984,@6

9r6,045

199,Cx}

a,p7.m

754,835

9,345
&279
79.§7

2N,911
4,U¿§7
1,477,&

3,419,.la2

15,502,843

4,475,315

4,801,,las

2,9740€a

1,715,105

10,836,097

3,9/5,829

8,273907

4,Sa,352

1,6n,537

2,661,14n

2,69,333

2,66r,18r

¿0e,333

€.cu.105 1g7,Zn 47nqt 1¿258755 67,@5V

3,64d18 1,ú7,41E (3§,*) - 1,174Í74

1,176,W
(438,O42)

(3,131,51O)

733,8

11,04,66./

¡ t1,7:t,765

m,712

\1,176,W)

(1,C9r,7$)

(so,fr2)

1901o,168

qfi0,416 4,265,60

(25,945) (s,510,489)

¿$4,{ñ 0,2448$)

(ñ15.t1) : (69,76)

14,ü¡4.915 34.$1.366Ftrld Behrbes - BedfiirE

FUNO BALA]{CES _ ENDI'{G

101,s

$ lq,cr s 149O,G $ 14162.404 ¡ 38.§¿1,5ñ

25



CO IIONWEALII{ OF PUERÍO RICO

AUTONOMOUS MUNICIPALITY OF HUMACAO

RECONCILIATION OF THE STATEMENT OF REI/ENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR IHE FISCAL YEAR E}IDED JUNE 30, 2015

$ (6e,785)

$ 1,677,537

(4,31 1,053)

(2,633,516)

(206,636)

{153,036)

(60,233)

001,209)

(521,114)

(25,5271

Repayment of long-term princ¡pal is expenditure in he golemmenhl funds, bul ¡ssu¡ng debl

reduced Noncunenl L¡abil¡ties in lhe Shtement of Net Position. ln the cunent period

repalments were 2,651,164

Some expenses reported in the §atement of Actiüties do not require lhe use of current

fnancial resouces and ttrerefore are not reported as expendifures ¡n go\,/emmental funds.

These aclir,ilies cons¡st of:

Net Change in Fund Balances -Government Funds (Page 25)

Anount reported for Go\,€mmentalActiülies in lhe Statem enl ofAcüülies (Page 22)

are difierenl because:

Gowmmenhlfunds reporl capital outaF as expenditures. Howe\er, in the Stalem ent of

Acli'ities lhe cost of hose assets is allocated o\ertheir eslimated useful li\és and reporled

as deprec¡alion expense. ln he cunent period, these amounts are:

Capital Outlays

Deprecialion Expense

Excess of CapitalOulla)6 o\er Depreciation Expense

Re\enues in üe Statement of Acti\¡lies hat do not proüde currentfnancial resources are not

reported as relenues ¡n lhe funds:

Commun¡ty Delelopment Block Grant

Head Start Pmgram

PropertyTaxes

Otrer Funds

Tolal Re\enues

Golemmentalfunds onlyreporllhe proceeds rece¡\€d ¡n the disposal of assets.ln the

Statement of Acliül¡es, a gain or loss is reported lor each disposal. Thus, the change

¡n net asse§ difiers from he change in fund balance byttre cost of he d¡sposed asset.

lncrease in PropertyTaxes Debl

lncrease in Compensaled Absences

Change ¡n Net Pension L¡ab¡lity

Total Addilional Expenses

Chánge in Net Assets of Governmental Act¡v¡ties (Page 22)

(89,291)

(336,175)

(3,08s,7s0)

(3,511,2r6)

$ (4,109,994)
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COllfilO¡wEAtTH OF PUERTo RICO

At TONoilOUS IIUNICIPALITY 0F HUilACAO

STATEIIENT OF NET POSITIOI{ - PROPRIEÍARY FUND

JUilE 30, M15

I

L

ASSEf§

Castt

lnvenbry

Oüer receivables

IOTAT ASSEÍ§

LIABILIIIES

Acmunb payable and accrued expenses

Unearned revenues

Co[penssatsd absences

TOTAL LIABILIIIES

NEf POSMON

UnresüiÉd

The accomparry¡ng Nobs b úE Basic F¡narEial Sütsm€nb are an ¡ntsgml palt ol ü s shtsmert

ETDERCDTA{

EI{IERPRISE

$ 556,054

23,181

166,084

745,319

686,866

58,453

588,707

79,553

18,606L

I

L

L

L

L

L

L

I

I

L
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COMMONWEALTH OF PUEFTO RICO
AUTONOMOUS MUNTCIPALITY OF HUMACAO

STATEMENT OF REVENUES, EXPENSES, AND CHANGES
IN FUND NET POSITION - PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

EMDERCDIT,tAH

ENTERPRISE

OPERATI NG REVENUES:

Charges frlr Serv¡ces
Sales

Tota¡ Operaling Revenues

OPERANNG EXPENSES:

Contacual Serv¡ces
Payroll Expeñses
Fr¡ngs Benefls
Uüliües

Repa¡r and Ma¡nbnan@
Oher Suppl¡es and Expenses

Total Operaling Expenses

Operaliñg lncoñE ( Loss)

NONOPERAN NG REVENUES (EXPENSES):

lnbrest Fleveñues

lncoÍE (Loss) Befrre Capihl Coñt¡bulion

Capihl Conk¡bulion

CHANGES IN NET POSITION

NET POSITION, JULY 1,2014

NET POSINON, JUNE 30,2OI5

The accompanyiÍg Notes b lhe Basic Financ¡:J Siaiements are an iñtegral part of th¡s staEment

196,704
58,342

255,090

444,347
-190,747

29,722
31,575
41,717

216,550

958,6s4

(7O3,568)

I,641

(7O1,927)

1 ,244,8,59

542,932

@44,479)

5A_¿S3
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF HUMACAO

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS

FOR IHE FISCAL YEAR ENDED JUNE 30,2OI5

CASH FLOWS FROM OPERANNG ACTIVITIES:

Flece¡pb from CusitonÉrs and Users

PaynEnb tc Suppl¡ers

PaynEnb b Enployees

Otter Receipb (PaynEnts)

Net Cash Provided by Operating Aclivilies

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITI ES:

Capihl Contribulion

CASH FLOWS FROM INVESTING ACTIVITIES:

lnbrest Receúed

Net Decrease ¡n Cash

Cash, July 1, 2014

Cash, June 30,2015

Beconcil¡at¡on of Operat¡ng lncome to Nel Cash

Provided (Used) by Opemting Activities:
Operating lnconE (Loss)

Adjus:frEnt tc reconcile operaling inconE b net cash

prov¡ded by Operating Aclivilies:

(lncrease) Decrease in Current Asseb

ln$ease (Decrease) ¡n Current Liabililies

Net Cash Prov¡ded by Operat¡ng Activit¡es

The accompanying Notes to lhe Bas¡c Financial Shtemenb are an inbgral pa¡t of this shlement

$ 245,047

(822,701)

(220,469)

12,456

(785,667)

1 ,244,859

EMDERCDMAH

ENTERPBISE

'1,64'l

460,833

95,221

§ 556.054

(703,568)

(86,197)

4,098

§ 17a5.6671
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COI,iToNWEALTH oF PUERTo RIco NorES To THE BASE FrilANclAL SrATEITENTS

AuToNofIIouS MUNICIPALTY oF Hu AcAo FoR THE FISCAL YEAR ENDED JUNE 30,2015

1, FINANCIALREPORTINGENTITY

The accompanying f¡nancial statements present ¡nfomat¡on on the financial activit¡es of the Autonomous Municipality

of Humacao of the Commonwealth of Puerto Rico (Mun¡c¡pality) over which the Mayor and the Munic¡pal Leg¡slature,

have direct or indirect govem¡ng and liscal control. These financial statements have been prepared in conformity with

accounting principles generally accepted in the United States of America (GAAP).

Organization

The Municipality was founded in lhe year '1793, and operates as a govemmental unit ol the Commonwealth of
Puerto Bico (Commonwealth), under the Law Number 81 ol August 30, 1991 , known as 'Aulonomy Mun¡c¡pal¡l¡es

Law ol the Commonwealth of Puerto Bico'. The govemmental system of the Municipality is composed of the

execut¡ve and legislative bodies. The Mayor is the Chiel Executive Officer and is elected every four years in lhe
generalelections of the Commonwealth. The legislative body (Municipal Legislature) cons¡sts of f6 Legislators also

elected in the general elections of Puerto Rico for a four-year period.

The Municipality provides services such as: heallh, public works, sanitation, aids and services to low-income and

elderly citizens, publ¡c salety, housing and urban development, culture and recreation, planning, zoning and other
general and administrat¡ve services. As a govemment ent¡ty, the Municipality is exempt from both federal and state

taxes.

Report¡ng Entity

A reporting entity is comprised ol (1) the primary govemment, (2) component unit organizations for which the
primary government is financial accountable, and (3) other organizations for which the nature and s¡gnificance of

their relationship wilh the pr¡mary government is such that exclusion would cause the reporting ent¡tys financ¡al

slatemenis to be misleading or incomplele, and they are l¡nancially accountable to the primary govemment. The

primary government consists ol all funds, departments, boards and agencies that are not legally separate from the

Municipality and for wh¡ch the Munic¡pali§ is linancial accountable.

The accompanying basic financial statements include all departments and organizations units whose lunds are

under the custody and control of the Municipality. ln evaluating the Municipality as a reporting entity, management

has addressed all the potential component units. GASB Accounling Standards Codification Section 2600, Beponing

Ent¡ty and Component Unit Prcsentation and D¡sclosute, requires the inclusion of organ¡zations that raise and hold

funds for the direct benefit of the primary governmenl.

GASB Accounting Standards Codil¡cation Section 2100, Defining the Financial Reryrfing Entrt!, describes the

criteria for determining which organizations, lunctions, and activities should be considered part of the Mun¡c¡pal¡ty

for financial reporling purposes. The primary criteria include appoint¡ng a vot¡ng majority ol an organization's
governing body, and the Municipality's ab¡lity to impose its will on lhat organ¡zat¡on or lhe potential for the

organ¡zat¡on to provide specific linancial benefits to, or ¡mpose specific financial burdens on, the Mun¡cipality. A

second criteria used in evaluat¡ng potential component units is if lhe nature and significance of the relationship

between the organization and a primary govemment are such that lo exclude the organ¡zation fom the linancial
reporting ent¡ty would render the l¡nancial slatements mislead¡ng or incomplete.

A legally separate, tax-exempt organization should be d¡scretely presented as a component unit if all of the following

criteria are met: (a) the economic resources rece¡ved or held by the separate organization are enl¡rely or almost

entirely for the direct benefit of the primary govemment, ¡ts componenl units, or ils constituents; (b) the primary

govemmenl, or its component units, is entitled to, or has the ability to otheMise access, a majority of lhe economic

resources received or held by the separate organ¡zation, and; (c) the economic resources received or held by an

individual organization that the spec¡fic primary govemment, or ils component units, is enlitled to, or has the ability
to otheMise access, are s¡gnificant to the primary government.

Continue
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CO TIONWEALTH OF PUERTo BICO NorES To THE BASrc FTNANCaL STATEMENTS

AuToNot,oUS MU rcIPALlTY oF HUi,AcAo FoR THE FISCAL YEAR E DED JUNE 30, 2OI5

1. FINANCIAL FEPOFTING ENTITY - cont¡nuat¡on

GASB Statement 61, The Financial Reponing EntW: Omnibus an Amendnent ot GASB Statements No. 14 and
No. 34, provides additional criteria for class¡fy¡ng enl¡ties as component un¡ts to better assess the accountab¡l¡ty of
elected off¡c¡als by ensuring that the financial reporting entity includes only organ¡zat¡ons for which the elected

ofic¡als are financially accountable or that are determined by the govemment to be mislead¡ng to exclude.

There are two methods of presentation ol the component un¡t ¡n the financial statements: blending - the financial

data ol the component unit's balances and transact¡ons ¡n a manner s¡m¡lar lo lhe presentation of the Municipality's

balances and transactions; and discrete - presentation ol the component unit's financial data ¡n column separate

from the Municipality's balances and transactions. The relat¡ve ¡mpodance of each cr¡ter¡on must be evaluated in

light of spec¡fic circumstances in order to determine which components units are to be included as part of the

report¡ng entity. Based on these cr¡tena, there are no other organ¡zal¡ons which should be ¡ncluded ¡n lhese basic
financial slalements.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These linancial statements present the respect¡ve financial pos¡tion of the govemmental and Business-Type

Acl¡vities, each major fund, and the aggregate remaining fund informat¡on of lhe Mun¡cipality, as of June 30, 2015,

and the respective changes in f¡nanc¡al position, and the cash flows, where applicable, thereof for the fiscal year

then ended.

A. Financial StatementPresentation

The basic financial stalements of the Municipality have been prepared in conformity with accounting principles

generally accepted in the Un¡ted Stated of Amer¡ca as appl¡cable to local governmental units. The basic financial

statements include both govemment-w¡de (based on the Mun¡c¡pal¡ty as a whole) and fund linancial statements,

which provide a more delailed level of financial ¡nlormation. Both the government-wide and fund financial

statements (within the basic financial statements) categorize primary act¡vit¡es as govemmental type.

The financial informat¡on of the Mun¡cipal¡ty is presented in this report as follows:

Required Supplementary lnlomation - Management's Discussion and Analysis

Management's discussion and analysis is required supplementary ¡nformat¡on that inkoduces the basic linancial

slatements and provides an analytical overview of the Munic¡pality's financial act¡v¡ties.

Government-wide Financial Statements (GWFS)

While separate government-wde and lund financial statements are presented, they are interrelated. The GWFS
(the Starement of Net Position and the Slalement of Activities\ report information of all the activ¡ties of the

Municipality. For the mosl part, the effect of inlelund activity has been removed from these f¡nancial statements.

Except¡ons to this general rule are payments in l¡eu ol taxes where the amounts are reasonably equivalent in value

to the ¡nterfund serv¡ces provided and other charges between the govemment's Puerlo Rico Electric Power

Authority function of the govemment. El¡m¡nat¡on of this charges would distort the d¡rect cost and program revenue

reporled lor the various lunclions concerned. Governmental Activities, which normally are supported by taxes and

intergovernmental revenues, are reported separately from Business-Type Activities, which rely, to a signil¡cant

extenl, on fees and charges to external customers for supporl.
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Coi,I,oNwEALTH oF PUERÍO RIco NoTES To THE BASIc FINANCIAL STATEMENTS

AuToNoftIoUS MUNICIPALITY oF HUMAoAo FoB THE FISoAL YEAR ENDED JUNE 30, 2015

2. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES -cont¡nuat¡on

The locus ol the Statement of Net Posifion is designed to be similar to bottom l¡ne results for the Municipali§'s
Govemmental Act¡vities and business type activities. This statement combines and consolidates govemmenial

fund's current f¡nancial resources (short-term spendable resources) w¡th cap¡tal assets and long-term obligations.

lhe Statement of Net Pos,llon presents the report¡ng entities' assets, deferred outflows of resources, liabilities, and

defened inflows of resources, with the ditference reported as net position. Net positions are classified as nel

investment in capital assets, restricted when conska¡nts are placed on them lhat are imposed by extemal parties

or by laws or regulations, and unrestricted. Designations solely imposed by the Municipality's management are not
presented as restricled net pos¡t¡on.

fhe Slatement ol Aclivirres presents a comparison between direct expenses and program revenues for the different

Governmental Act¡v¡ties and Business-Type Activit¡es of the Municipality and for each funct¡on. Direcf etrpenses
are those lhat are clearly identifiable with a specific funct¡on or segment. ln add¡tion, to the extent that indirect costs

are allocated to lhe various functions, the program expenses w¡ll include both direct and ¡nd¡rect costs. Program
Fevenues include charges to customers or applicants who purchase, use, or directly benefit from goods, serv¡ces,
or priv¡leges provided by a given function or segment, and grants and contributions that are reslricted to meet¡ng
the operat¡onal orcapilal requirements of a particular funclion or segmenl. Taxes and other items properly excluded
from program revenues are reported instead as general revenues.

Governmental Funds and Proprietary Fund Financial Statenents (GFFS)

The GFFS llhe Balance Sheet, and the Stafemenf of Revenues, Expenditures (Expenses) and Changes in Fund
Balance/Net Posltionl provide informat¡on about the Municipality's funds. Separate slatements for each lund
calegory-governmental are presented. The emphasis of fund financial statements is on major govemmental and
enterprise funds, each displayed in a separate column. Non-major funds are summarized into a single column.

Each fund is a separate accounting entity w¡th a sell-balancing sel of accounts used to record the financial
transactions and balances of lhat entity. lndividual funds have been establ¡shed as st¡pulated by legal provisions

oI by administrative d¡scretion. The Municipality uses fund accounting, which is designed to demonstrate legal
compliance and lo segregate transactions related to certain governmenl functions or activities.

The Municipality reports the following major govemmental funds:

General Fund - This is the general operating fund of lhe Municipality. lt is used to account for all
financial resources, except those required lo be accounted for in another lund.

Head Start Fund - This is the fund used lo account for all transactions of the Head Start Program.
The objectives to th¡s program are to provide comprehensive health, educat¡onal, nutritional, social
and other developmental services primarily to economically-disadvantaged pre-school ch¡ldren and
¡nfants and toddlers so thai the ch¡ldren will attain school readiness.

Debt Service Fund - This is used to account lor the accumulation of resources for, and lhe payment

of, long-term debt principal and interesls.

The Municipali§ periodically undelakes a comprehensive evaluation of its fund structure to ensure that it compl¡es
w¡th all aspects that are ol importance to users ol general purpose extemal financial reports. Consequently, all
supelluous funds and some operational funds cunently used by the Municipali§ ¡n the day-to-day accounting
procedures have not been reported as indiv¡dual governmental funds in the accompanying lund financial
slalements. Accordingly, lhe accompany¡ng fund financ¡al slatements include only the minimum number of funds
consistent with legal and operaling requ¡rements and, consequently, certain types of sim¡lar operationalfunds have
been combined into single funds in the accompanying fund l¡nancial statements. 

coñlrnue
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coirMoNwEALTH oF PUERTo Rtco NoTEs TO THE BAsIc FINANCIAL STATEMENTS

AUToNoMoUS MUNICIPALITY oF HUi,AcAo FoR THE FISCAL YEAR ENDED JUNE 30,2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING P0LICIES -continuation

The f¡nanc¡al statements ol the govemmental funds are the follow¡ng:

Balance Sheet - Reports informat¡on at June 30, 2015 about the current financial resources (assets, liabilities,

defened inflows of resources and fund balances) of each major governmental fund.

Statement of Revenues, Expend¡tures and Changes in Fund Balance - Reports infomation about the ¡nflows,

outflows and balances of current financial resources of each major govemmentalfund forthe fiscalyear ended

June 30, 2015.

S¡nce the GFFS are presented in different measurement focus and basis of accounting than the GWFS,

reconc¡l¡at¡on is presented and separate explanat¡on for each d¡fferences.

The proprietary funds - enterprise - are used to account for operations that are f¡nanced and operated in a manner

similar to private business enterpr¡ses where the ¡ntent ¡s that the cost of prov¡ding goods and services (¡ncluding

deprec¡at¡on) be f¡nanced or recovered primarily through user charges, or where the Municipality has decided that
per¡odic determination of revenues eamed and expenses ¡ncurred ¡s appropriate.

The Mun¡c¡pality ¡ncludes as operat¡ng transact¡ons ¡n the enterpr¡se funds any activity underlaken in the course of
ordinary business, as well as ancillary act¡v¡ties or acl¡v¡t¡es that are a natural extens¡on of, orthat result from, these
activities. Transactions resutting from events or transactions clealy d¡st¡nct from the ordinary act¡v¡ties and wh¡ch

are not expecled to occur frequently or regularly are reported as non-operat¡ng transactions.

The Mun¡c¡pality reports the follow¡ng major enterprise fund:

EMDERCDMAH Enterprises - This is the fund used to account for the operations of all of the
enterpr¡ses fac¡l¡ties thal comb¡ned the adm¡n¡strat¡on and operat¡on of the EMDERCDMAH Enterpr¡se.

The non-major funds are combined in a single column in the GFFS. As a general rule the efiect of interfund act¡vity

has been eliminated Írom the GWFS.

The f¡nancial statements of the proprietary funds are the following:

Statement of Net Position - Assets and liabilities are presented ¡n a class¡fied format to distinguish
between current and long term assets and liabilities.

Statement of Revenues, Expenses and Changes in Net Posifion - Bevenues and expenses are reporled
by distinguishing between operating and non-operat¡ng revenues and expenses.

Statement of Cash Flows -fhe primary purpose of lhe Statement of Cash F/ows ¡s to provide relevant
information about the cash rece¡pts and d¡sbursements of the Municipality during the fiscal year. The
information of the Statement of Cash Flors should help f¡nancial reporl users assess (1) the Municipality's
ab¡l¡ty to generate luture net cash llows; (2) ability to meel ¡ts obl¡gat¡on as they come due; (3) ¡ts needs
for extemal financing; (4) the reasons for differences between operat¡ng income and associated cash
rece¡pts and disbursements and the effects on the entitys financial position of operating, cap¡tal and
related f¡nanc¡ng act¡v¡ties, non-capital related financing act¡vit¡es and ¡nvestment activities during the
period.
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CoMMoNWEALTH OF PUEFTO RICO

Auro¡rouous MuHrcrpAltry oF Hu AcAo

NoTES TO THE BASIC FINANCIAL STATEMENTS

FoR THE FISoAL YEAR ENDED JUNE

2. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES -cont¡nuat¡on

During the course of operations the Municipality has activity between funds lor various purposes. Any residual

balanóes outstanding at year end are reported as due fronr/to other funds. While these balances are reported ¡n

fund f¡nancial statements, certain eliminations are made ¡n the preparation of the GWFS. Balances behveen the

funds included in Governmental Act¡v¡ties (i.e., the governmental lunds) are eliminated so that only the net amount

is included as intemal balances in the Govemmental Activ¡t¡es column. Similarly, balances between the funds

included in Business-Type Activities (i.e., the enterprise funds) are eliminated so that only the nel amount is

included as internal balances in the Business'Type Activities column.

Further, certa¡n activity occurs during the fiscalyear involving transfers of resources between funds. ln GFFS these

amounts are reporled at gross amounts as lranslers ir/out. While reported in GFFS, certain eliminat¡ons are made

¡n the preparation of the GWFS. Transfers between the lunds included in Governmental Act¡vit¡es are eliminated

so that only the nel amount is included as lransfers in the Governmental Act¡vities column. Similarly, balances

between the funds included in Bus¡ness-Type Act¡vit¡es are elim¡nated so that only the net amount is included as

internal balances in the Business-Type Activ¡ties column.

The Municipality reports its financial position (Balance Sheel) and results of operations lStatement of Revenues,

Expenditures (Expenses) and Changes in Fund Balance/Net Position) in funds, which are considered separate

account¡ng entities. The operat¡ons of each fund are accounted for within a set of self-balancing accounts. Fund

accounting segregates funds accord¡ng to their ¡ntended purpose and is used to aid management ¡n demonstrating

compliance with legal, financial, and conlractual provisions.

Notes to the Basic Financial Statements

The notes to the financial statements provide information that ¡s essential to a user's full understanding of the data

provided in the basis f¡nanc¡al statements

Requhed Supplementary lnfomation - Budgetary Conparison Schedule - General Fund

The basic f¡nanc¡al statements are followed by a section ol requ¡red supplementary ¡nformation. Th¡s sect¡on

includes a Budgetary Compaison Schedule - General Fund, which includes reconciliation between the statutory

lund balance for budgetary purposes and the fund balance for the General Fund as presented in the GFFS.

Required Supplementary lnlomation - Employer,s' Bethement System

GASB Statement No. 68, Accounl,ing and Financial Repoling fot Pensions,lhat ¡s effective for the Municipality's

fiscal year beginning July 1, 2014, revises existing standards for measuring and reporting pension liabilities for

pension plans provided by the Mun¡c¡pality to its employees, and requ¡red supplementary informat¡on that include

the Schedule of Proportionate Share ol lhe Net Pension Liability and Schedule of Contr¡butions.

B. Measurement Focus and Basis oÍ Accounting

The accounting and financial report¡ng treatment is determined by the applicable measurement focus and basis of

accounting. Measurement focus ind¡cates the type of resources being measured such as current f¡nanc¡al resources

or economic resources. The basis of accounting indicates the t¡ming of transact¡ons or events for recogn¡t¡on ¡n the

l¡nancial statements.
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CO MONWEALTH OF PUERTO RIco

AuroNoMous MuNrcrpaLrry oF HuMACAo

NoTES To THE BAsIc FINANCIAL STATEMENTS

FoR THE FISCAL YEAR ENDED JUNE 30,2015

2. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES -co¡t¡nuar¡on

G ov emme nt-w i d e F i n a n c i a I State m e nE

The govemment-wide and proprietary financial statements arc reported us¡ng the economic resowces
measurement locus andlhe accrualbasis ol a&ounting. Revenue (¡ncluding interest on depos¡ls and investmenls)
is generally recorded when eamed and expenses are recorded when a liability is incurred, regardless of the timing

of related cash flows. Nonexchange transactions, ¡n wh¡ch the Municipality gives (or rece¡ves)value without directly

receiving (or giv¡ng) equal value in exchange, include property taxes, granls, entitlements and donations. 0n an

accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied. Revenue

from grants, ent¡tlements and donations is recognized ¡n the f¡scal year ¡n which all eligibility requirements have

been met, other than time requ¡rements. These resources relate to a future period (when the advance ¡s f¡rst

permitted to be used in accordance with the govemment-mandated nonexchange lransact¡on or a voluntary

nonexchange lransact¡on) and, therefore, should be classified as a defened inflow ol resources until such time as

the resources are first pemitted to be used. Receipts on any type of revenue sources collected in advance for use

in the following liscal year are recorded as uneamed revenues.

The enterprise funds follows the accrual basis of accounting. Under the accrual basis, revenue is recognized when

earned and expenses are recorded as liabilities when incuned, without regard to receipt or payment of cash,

respectively. The enterprise funds also distingu¡sh operating revenue and expenses Írom non-operating ¡tems.

Operating revenue and expenses generally results from providing services and producing and del¡ver¡ng goods in

connection with a propnetary fund's principal ongoing operat¡on. Revenue and expenses not meeting this definition

are reporled as non-operating revenue and expenses.

Govemmental F unds Financial Statements

The GFFS are reported using the cunent f,n ancial resources measuremenl locus and lhe modified accrual bas¡s

of accounting. Under th¡s method, revenues are recognized as soon as lhey are both measurable and ava¡lable.

Bevenues are considered lo be available when they are collect¡ble w¡th¡n the curent period or soon enough

thereafter to pay liabilities ol the current period. For these purposes, the Municipality considers revenues to be

available il they are collected wilhin six§ (60) days after the end of the current fiscal period. Revenues that the

Municipality eams by ¡ncurring obligations are recognized ¡n the same period as when the obl¡gat¡ons are

recognized. At June 30, 2015, all revenues sources met th¡s ava¡lab¡lity cr¡terion.

Properly taxes, volume of business taxes, sales and usage taxes, conslruction excise taxes, and interest associated

with the current fiscal period are all cons¡dered to be susceptible to accrual and so have been recognized as

revenues ol lhe cunent fiscal period. Entitlements are recorded as revenues when all eligibility requiremenls are

met, including any lime requirements and the amount is received during the period or with¡n the ava¡lab¡l¡ty

requ¡rements have been mel, and the amount ¡s received during the period or within the availability period for this
revenue source (60 days ol year-end). However, those resources not available for spend¡ng ¡n the current period

and, lherefore should be classified as a defened inflow of resources. Expenditures-driven grants are recognized

as revenue when the qualifying expenditures have been ¡ncurred and all other eligibility requirements have been

met, and the amounl is received during the period or within the availability period for th¡s revenue source (within 60
days of yearend). Accordingly, such resources should be reported as uneamed revenue ¡n the l¡ab¡lity section of
the general lund's Balance Sheet. All other revenue items are considered to be measurable and available only
when cash is rece¡ved by the Municipality.
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2. SUMMABY 0F SIGNIFICANT ACCOUNTING POLICIES -continuation

Expenditures are recorded when the related fund l¡ab¡l¡ty is incuned, as under accrual account¡ng. However, debt
service expend¡tures, as well as expenditures related to compensated absences, and cla¡ms an judgments, are

recorded only when payment is due. General cap¡tal asset acquisitions are reported as expenditures in
governmental funds. Principal and ¡nlerest on bonds payable are recorded when they matured (when payment ¡s

due), except lor princ¡pal and ¡nlerest of bonds due on July 1, 2015, which are recorded as govemmental fund

liabilities of June 30, 2015 which ¡s the date when resources were available in the debt service fund. Proceeds of
general long-term debt and acqu¡sitions under capilal leases, if any, are reported as other financing sources.

The accompanying Balance Sheet - Govemmental Funds generally reflects only assets that will not be converted

into cash to sat¡sly current liabilities. Long-term assets and those assets thal will not be conveled inlo cash lo
satisfy current l¡abil¡l¡es are generally not accounted for ¡n the accompanying 8a lance Sheet - GovemmentalFunds.

The measurement locus of the GFFS is on decreases of net financial resources (expenditures) rather than

expenses. Most expenditures are measurable and are recorded when the related govemmenlal fund liabili§ is

incuned. Allocation ol costs, such as depreciation and amort¡zat¡on, are recorded in the accompanying Statement
oÍ Activit¡es, but are nol recorded in the accompanying GFFS.

C. Stewardship, Compliance, and Accountability

Budgetary lnfornation

The Municipali§'s annually adopts the Budget Besolut¡on for all operating funds of the Municipali§ except lor
certain restricted accounts (Unassigned Fund Balance up to the max¡mum of cash available). Budgetary control is
legally maintained at the fund level. The budget is prepared using the modilied accrual bas¡s of accounting wilh

encumbrance included as budgetary basis expenditures. Unexpended approprial¡ons at the end of the fiscal year
generally lapse. However, they may be re-appropr¡aled for expenditures ¡n the follow¡ng fiscal year.

The Municipality's Budget Resolut¡on prov¡des lransfer authority (1) to the Mayor and the Management and Budget

Direclor, wilh¡n and between departments and funds, as long as the total budget ol the Municipality (net of interfund

transfers) is not increased; (2) to the Management and Budgel Director to ¡mplement grant budgets as the grant

applications are accepled by the Munic¡pal¡ty; and (3) to the Managemenl and Budget Direclor lo amend (re-

appropriate) each new yea/s budget, to the extent of outstanding encumbrances, and/or unexpended projecVgrant

appropriations at year end. Municipality's Legislature aclion is required for (1) use of the budgeted Legislature

contingency, and (2) the approval of a supplemental appropriat¡on(s). During the year, several supplemental

appropriations were necessary.

For budgetary purposes, encumbrance accounting is ut¡l¡zed to the exlent necessary to assure effective budgelary
control and accountability and to lacilitate etfect¡ve cash planning and control. The encumbrances (i.e., purchase

orders, contracts) are considered expenditures when incuned. For GMP reporting purposes, encumbrances

outstanding at year-end are reported as assigned fund balances and do not constitute expenditures or liabilities

because the commitments will be honored during the subsequent year. ln addition, under the budgetary basis of
accounling, revenues are recorded when cash is received.

The unencumbered balance of any appropriation al the end of the year w¡ll lapse at the end ol such fiscal year.

Other appropr¡ations, mainly capital pro¡ecl appropriat¡ons, are cont¡nuing accounts for which the Municipal

Legislature has authorized that an unspenl balance from the prior year be carried foruard and made available for
current spending.

The Municipality follows these procedures, in accordance with law, ¡n order to establ¡sh the budgetary data
reflected ¡n the Budgetary Comparison Schedule - General Fund.

Continue
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Original Budget

1. Prior of May 15 of each fiscal year, the Mayor subm¡ts to the Municipal Legislature a proposed budget for

the fiscal year commencing the following July 1 in addition of a budget message.

2. The budget document ¡s available for publ¡c ¡nspection pr¡or to its approval by the Municipal Legislature.

3. The Commissioner of Mun¡c¡palAffairs examines the budgetto verify if it complied with the law's standards

and sends ¡t to the Mayor for any comments or recommendation before the limited date establishes by the

Law.

4. Prior to June 13, the annual budget ¡s legally enacted through passage of the annual appropriation

ord¡nance to be effective on July l.

Act No. 154 of December 19,2013 amended Sections 7.002 and 7.003 of Act.81 of 1991, as amended, known as

the "Aulonomous Municipalities Act of the Commonwealth of Puerto Rico of 1991' for the purpose of establishing

the budget of each mun¡c¡pality shall not exceed income certif¡ed in the external aud¡t report or "single audit'for the
previous fiscal year in revenue from Volume of Business Taxes, Sales and Usage Taxes (SUT), and Licenses and

Perm¡ts; and that in these cases, the estimated revenue mechanism cannot be used to supportthe operat¡ng budget
of a municipality. Also, in cases where the municipal¡ty reflects a surplus ¡n the cunent budget, the surplus should
be used lo pay off the accumulated deficit. As an except¡on, the municipality may establish an Emergency Fund

that draws no more than thirty percent (30%) of the surplus that can only be used when there is an emergency
declarat¡on made by the Governor of the Commonwealth of Puerto Bico that apply to the municipality. ln cases

where the municipality has no accumulaled deficit, the surplus may be used to ¡ncrease the Emergency Fund of
the munic¡pal¡ty.

Since the budgetary basis differs from account¡ng principles generally accepted in the United States of Amer¡ca
(GAAP), actual amounts for the General Fund ¡n the accompanying Budgetary Compaison Schedule, is presented

on the budgetary basis to enhance comparab¡l¡ty.

Final Budget

The final budgetary data presented in the Budgetary Compaison Schedule - General Fund rellecls the following

changes to the original budget:

1. Certa¡n annual appropriations are budgeted on a project bas¡s. lf such projects are not completed at the
end of the liscal year, unexpended appropr¡ations, including encumbered funds, and unexpended grant

appropr¡ations, are carried fom/ard to the following year. ln cerla¡n circumstances, other regular annual
appropr¡ations may be carr¡ed forward after appropnate approval. Annually appropriated funds, not

author¡zed to be carried fonrard, lapse at the end of the fiscal year. Appropriations carried forward from
the prior year are ¡ncluded in the f¡nal budgetary data.

2. Appropriat¡ons may be adiusted during the year with the approval of the Mayor and the Mun¡c¡pal

Legislature, e.g. supplemental approprial¡ons. Additionally, the Mayor is author¡zed to make certa¡n
transfer of surplus w¡th¡n the departments. Such adiustments are reflected ¡n the f¡nal budgetary data.

The Annual Appropriation Ordinance adopts the budget at the character level ol expenditure with¡n
depanments. As described above, the Mayor ¡s authorized to make certain transfers of appropr¡at¡ons
w¡th¡n departments. Accordingly, the legal level of budgetary control by the Municipal Legislalure ¡s the
department Level.

Conlinue
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The principal differences between the budgetary and GMP bases are the following:

1. Encumbrances are recorded as expenditures underlhe budgetary bas¡s and as a reserye offund balances
under GMP.

2. lntelund transactions of the General Fund are not included in the budgetary basis.

3. Certain accrued liabilities and other debts are not ¡ncluded in lhe budgetary bas¡s.

4. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the
budgetary data.

The Special Revenue Fund has not been included in the budgetary comparison because balances are nol
budgeted. Also the budget prepared lor the Federal Financial Awards Programs ¡ncluded ¡n the Cap¡tal Projects

and Special Revenue Funds is based on a program period which is not necessarily the same fiscal year.

Accordingly, it's not practical to present an annual comparison of budget for such programs.

Assels, Liabilities, and Net Assets

1) Cash and lnvestnent, and Cash with Fiscal Agent

The Municipality's cash and investment are composed of demand deposits in commercial banks, demand

depos¡ts ¡n the Governmenlal Development Eank of Puerto Bico (GDB), and cash equivalents in commercial
banks. The Municipality has adopted the Statemenl of UniÍorm lnvestment Guidelines tot he Munic¡pal¡ti1'6 ol
the Govemment of Puelo Rico, issued by lhe GDB as promulgated by Law No. 113 ol August 3, 1995. The

F¡nance Director of the Municipality, follow the guidelines, is responsible for invest¡ng the available resources

in certif¡cates of depos¡t and other shorl-term inveslments. lnvestments are made lrom the available combined
funds of the Municipality and, accordingly, il is not pract¡cal to disclose certilicates ol depos¡t and other shon-
term ¡nvestments individually by fund in the combined financial statements. lnterest earned on certil¡cates of

deposit and ¡nterest bear¡ng commercial bank accounts are recognized as revenue in the General Fund, Art
Center Fund and in Multiuses Coliseum Fund in accordance with amount invested. Cash in the Spec¡al
Bevenue and Cap¡tal Project Funds are restricted; accordingly, resources ava¡lable were not used for pool

¡nvestments.

Cash with fiscal agent in the Debt Service Fund represents special additional property tax collections retained

by the Govemment, deposit in the GDB and restricted lor the paymenl of the Municipality's debt service, as
eslablished by law. Cash with fiscal agent in other govemmental funds consists of und¡sbursed proceeds of
cedain bonds and notes issued for the acqu¡sition and construclion of major cap¡tal ¡mprovements, or grants

which are maintained in a cash custodian account by lhe GDB. This sinking lund is mainlained by the GDB,

agency which acts as the insurer and payer of the Municipality's bonds and notes ¡ssued ¡n accordance w¡lh
law.

Receiv ables and Pay ables

Act¡vity between funds that are representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as eilher "due to/from other funds" (i.e., the current port¡on of intelund loans) or
"advances tofrom olher funds' (i.e., the non{urrenl port¡on of interfund loans). All other oulstanding balances
between funG are reported as "due to/lrom olher funds.'Any residual balances outslanding between the
GovemmentalActiv¡t¡es and Business-Type Act¡vities are reported in the govemment-wide financ¡al statement
as'inierlund balances".

Co.llinue
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Advance between funds, as reporled in the fund f¡nanc¡al statements, il any, are offset by a fund balance

reserve account in applicable governmental funds to indicate that they are not available for appropr¡ation and
are not expendable ava¡lable financial resources.

Receivables consist of all Íevenues eamed but not collected at June 30, 2015. These accounl receivables are

shown net 0f estimated allowances for uncollect¡ble accounts, which are determ¡ned upon past collection

exper¡ence, historical trends, and current econom¡c condrtions. lntergovernmental receivables in the general

lund represent mostly sales and usage t¿ues, lederal grant and contributions, property tax accounls that are

levied by Municipal Bevenue Collection Center (MRCC), a governmenlal entity created by the Govemment.

lntergovemmenlal receivables in the other governmental funds represenl amounts owed to the Municipali§ for
reimbursement of expenditures incurred pursuant to federally lunded granl and contributions and state
appropriations, and the amount in the debl serv¡ce fund represents the distribution of property tax collected
wh¡ch is restricted for lhe debt service.

Accounts payable represent amounts, including salaries and wages, owed for goods and services received

pdor to year-end.

lnventoúes

The Municipality used the purchase method to account for the purchases office and printing supplies, gasoline,

o¡l and other expendable supplies held lor consumption. This method records ¡lems as expend¡lures, ¡n the

appropriate fund, when they are acquired and, accordingly, the inventory is not recorded in the basic financial
slatements.

Capital Assets

Capital assets, which include land, buildings and improvement, machinery and equipment, motor vehicles, and

inlrastructure assets (e.9., roads, bridges, sidewalks, and similar ¡tems), are reported ¡n the applicable

Governmenlal Act¡vit¡es or Business-Type Activities columns in the GWFS. Cap¡tal assets, other than

infrastructure assets, are defined by the Mun¡c¡pality as assels with an initial, individual cost of more than $500
(amount not rounded) and an est¡mated uselul life in excess of two years. For improvements other than

buildings, the capital outlay musl be greater than $10,000, extend the estimated uselul life for ten years, and

be greater than 10% olthe originalcost of the asset. The Mun¡c¡pal¡ty reporls infrastructure assels on a network

and subsystem bas¡s. Accordingly, the amounts spent forthe construction or acqu¡sition of infrastructure assets

are capitalized and reporled in the GWFS regardless of their amount.

ln the case of the initial capitalization of general ¡nfrastructure assets (¡.e., those reported by Govemmental
Activities) the govemment chose to include all such items regardless ol their acquisition date or amount.

The Municipality was able to est¡mate the h¡storical cost for the initial report¡ng ol these assets through back
trend¡ng (¡.e., eslimating the current replacement cost of the inÍÍasiructure to be capitalized and using an

appropr¡ate pr¡celevel ¡ndex to deflate the cost to the acqu¡s¡t¡on year or est¡mated acquisition yeaf). As the
government constructs or acquires additional cap¡tal assets each period, including infrastructure assets, they
are capitalized and reported at histor¡cal cost. The reported value excludes normal maintenance and repairs
which are essentially amounts spent in relation to capital assets that do not increase the capac¡ty or eff¡c¡ency

of the item or extend its useful life beyond the original estimate. ln the case ol donations the govemment values
these capital assets at the estimated fair value of the item al the date of ¡ts donation.

Coítinue
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Cap¡tal outlay ¡s recorded as expenditures of the General Fund and other govemmental funds and as assels
in the GFFS to the extent the Municipali§ capitalization threshold ¡s met. lnterest incurred during the
construction phase ol the capital assets of Business-Type

Activities is reflected in the capitalized value ol the asset acquired.

Depreciation and amortization expense is recorded only ¡n the
GWFS. No depreciation ¡s recorded for land and construciion in

progress. The other property, plant, equipment, and infrastructure
of the primary governmenl are depreciated using the stra¡ght line

method over the follow¡ng est¡maled useful l¡ves:

Depreciation and amortizat¡on expense of capital assets is

recorded as a d¡rect expense of the funct¡on/program specifically
identilied with the asset. Depreciation and amortization of
inlrastructure is not allocated to various lunctiorvprograms but

CAP[ALAssErs YEARS

Buildings

lmprovement Other Than Bu¡ldings 50

Infrastructure 10-50

Equipment 10

Fumiture 10

Vehicles 5

6)

reported as direcl expense of the public works and urban development functions.

lmpaired capital assets that will no longer be used by the Municipality, if any, are reported at lhe lower of

carrying value or fair value. lmpairment losses on capital assets with phys¡cal damages that will continue to be

used by the Municipali§ are measured using the reslorat¡on cost approach. lmpa¡ments ol capital assets that

are subject to a change in the manner or duralion of use, or assets aflected by enactment or approval ol laws

or regulal¡ons or other changes ¡n environmental laclors or assets that are subject to technolog¡cal changes or

obsolescence, if any, are measured us¡ng the serv¡ce units approach.

The Municipality is prevented legally from entering ¡nto obligations extending beyond one l¡scal year, and most

lease agreements entered by the Mun¡cipality contain fiscal funding clauses or cancellation clauses that make

the continuat¡on of the agreements subject to future appropriations. The Municipality's lease agreements do
not ¡nclude contingent rental payments no escalation clauses. Accord¡ngly, lease paymenls are recorded in

the GWFS as expense when incuned.

Uneamed Revenues

ln the GWFS, unearned revenues arise only when the Municipality receives resources beforc it has a legal

cla¡m to them. ln the GFFS, arises when the follow¡ng s¡tuat¡ons occur: potent¡al revenue does not meet bolh

the measurable and ava¡lable criteria for revenue recognition ¡n the current period.

Defer¡ed Outf lowsllnfl ows of Rxou¡ces

Defened outflows ol resources and defened inflows of resources are defined in GASB Concept Statement No.

4, Elements of Financial Statemen§, as the acquisitions and consumpt¡ons of nel assets by the govemment

that is applicable to future periods. Pursuant to GASB Statement No. 63, 'Financial Repo¡1¡ng ol Delerred

outllows of Resources, Delened lntlows of Resources, and Net Positlon,'and GASB Statement No. 65, "/fems
Prcv¡ously Repofted as Assefs and L¡ab¡l¡t¡es,' lhe Municipality recognizes defened outflows and inflows of
res0urces.

ln addit¡on to assets,lhe Statement of FinancialPosition will somet¡mes reporl a separate section for delerred
outflows of resources. This separate f¡nancial statement element, deferred outflows of resources, represents

a consumption of net position that applies to a fulure period and so will not be recognized as an outflow of
resources (expense/expenditure) unt¡l then. The Mun¡cipality has no ¡tems that qualify for report¡ng ¡n this
category.
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ln addition to liabilities, the Srafemenl of Financ¡alPos¡t¡onwillsomet¡mes report a separate sect¡on lordeferred
inflows of resources. This separate financial statement element, deferred ¡nflows of resources, represents an

acqu¡s¡t¡on ol nel pos¡tion thal applies to a future period(s) and so will not be recognized as an inflow ol
resources (revenue) until that t¡me. The Municipality has no items that qualily for reporting in this category.

Based on this concept, the Municipality reports the follow¡ng as deferred outllows of resources and delerred
inflows of resources.

. The delened outllows of resources or defened inflows of resources resulting from the implementation ol
GASB No. 68. Note 18 presents additional informat¡on about the composition of these items.

. Var¡ous types of revenues eamed but not ava¡lable with¡n 60 days of fiscal year end.

Note 6 provides details on deferred outflows of resources and defened inflows of resources.

The Mun¡c¡pal¡ty has items, which arises only under a modified accrual basis ol accounting that qualifies for
reporling in defened inflows of resources. Accordingly, the ¡tems, unavailable revenue, is reported only in the
governmental funds Balance Sheet.fhe govemmental funds reporl unavailable revenues from Federal Grants.

This amount is defened and recognized as an inflow ol resources in lhe period lhat the amount become

available.

Long-Tern Obligations, Bonds lssuance Costs, and Premium o¡ Discount

The liabilities reported ¡n the GWFS include the general and special obligation bonds, long-term notes, other

noncurrent liabilities (e.9., vacat¡on, s¡ck leave, cla¡ms and judgments, noncurrent liabilities to other
governmental ent¡ties and third parties, and landl¡ll posl closure care costs). Bond premiums and discounts, if

any, are delened and amortized over the life of the bonds using the effective ¡nterest method. Eonds payable

are reporled net of the applicable bond premium or discount, if any. As per GASB Statement No. 65, Bond

lssuance Costs incurred are reporled as expense in the fiscal year incuned.

ln the GFFS, governmental fund types recognize bond premiums and discounts as other financing sources
and uses, respectively, and bond ¡ssuance cosls as debt serv¡ce expenditures. lssuance costs, whether or not

withheld from the actual debt proceeds received, are reported as debt service expendilures. Expenditures for
principal and interest payments lor governmental fund general and special obligations bonds are recognized

in the Debt Serv¡ce Fund when due.

Compensated Absences

The Municipality accrues accumulaled unpaid vacation and sick leave and associated employee-related costs
when eamed (or estimated to be earned) by the employee. The Municipality's employees are granted 30 days
of vacat¡ons and 18 days of s¡ck leave annually. Vacations may be accumulaled up to a max¡mum ol sixty (60)

days and sick leave up to a maximum of n¡nety (90) days. ln the event of employee resignation, the employee

is paid for accumulated vacation days up lo lhe maximum allowed at lhe current rate. Separat¡on from

employment pr¡or to use ol all or part of the sick leave term¡nates all rights for compensation, excepl for
employees with ten yeac of service who are ent¡tled to sick leave pay up to the max¡mum allowed. The
Municipality accrued a l¡ability for compensated absences, wh¡ch meet the follow¡ng criteria: (1) the
Municipality's obligation relating to employee's rights to rece¡ve compensation for fulure absences is

attr¡butable to employee's services already rendered; (2)the obligation relates to rights that vest oraccumulate;
(3) payment of the compensation is probable; and (4) the amount can be reasonably est¡mated.

8)
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ln accordance with the above criteria and requiremenls in conformance w¡th GASB Accounting Standards
Codification Section C60, Compensated Absences, the Munic¡pality has accrued a liability for compensated
absences, wh¡ch has been earned but not taken by Municipality's employees, including ¡ts share of social
security and Medicare payments made on behalf ol the employees in the accrual for vacat¡on and sick leave
pay using salary rales effect¡ve at June 30, 2015. All vacat¡on pay ¡s accrued when incuned in the GWFS and
PFFS. For the GWFS, the current port¡on ¡s the amount estimated to be used ¡n the following year. For the
GFFS, all of the compensated absences are considered long{em and therelore, are not a fund l¡ab¡l¡ty and
represents a reconciling ¡lem between the fund level and government-wide presentations. Also, GFFS record
expenditures when employees are paid for leave or the balance due in accrued upon the employee's
separal¡on from employment.

9) Clains and Judgments

The est¡mated amount of the liability for claims and judgments, if any, which is due on demand, such as fom
adjudicated or settled claims, is recorded ¡n the General Fund when the liability ¡s ¡ncurred. The Long-Term
Liabilit¡es includes, when appropriate, an amount estimaled as a contingent l¡ab¡lity or liabilit¡es w¡th a fixed or
expected due date, which will require future available financial resources for ¡ts payment.

10) Accounting lot Pension Costs

ln June 2012, the Govemmental Accounting Standards Board (GASB) issued two new pronouncements
related to the account¡ng and f¡nancial reporting requirements for pens¡on related expenses and liabilit¡es.
GASB Statement No. 67, Financial Repon¡ng for Pension Plans an amendment ol GASB Statement No. 25,
replaces the requiremenls of GASB Statement Nos. 25 and 50 for plans administered by pension syslems
through trusts or equ¡valent arangements, and was implemented by ihe Employees' Retirement System of the
Government of the Commonwealth ol Puerto Rico (ERS) as of June 30, 2014.

ln addition, the GASB ¡ssued Statement No.68, Accounting and F¡nancial Repoding lor Pensrong efeclrve for
the Municipal¡ty's fiscal year beg¡nning J uly 1,2014. This Statement revises exist¡ng standards for measuring
and reporting pension liabilities for pension plans provided by the Municipality to its employees. This Statement
requires recognition of a l¡ability equal to the Net Pens¡on Liability, which is measured as the Total Pension
Liability, less the amount of the pension plan's F¡duc¡ary Net Position. The Total Pension Liabil¡ty ¡s determined
based upon discounting projected benef¡t payments based on lhe benefit terms and legal agreements existing
at the pension plan's fiscal year-end. Projected benefit payments are required to be discounted using a single
rate that reflecls the expected rate of return on investments, to the extenl that plan assets are ava¡lable to pay
benefits, and a tax-exempt, high-quality mun¡c¡pal bond rate when plan assets are nol ava¡lable. This
Statement requires thal most changes ¡n lhe Net Pension Liability be included in pension expense ¡n the period

of the change. To the extent practical, the financ¡al statements presented for the periods aflected should be
restated. Also, GASB Statement No. 71, Penslon Transition fot Conüibut¡ons Made Subsequent to the
Measurcment Date, an amendment to GASB 68, is requi¡'ed to be implemented simultaneously with the
provisions ol GASB 68.

The Municipali§ implemented both GASB Statement Nos. 68 and 71 lor the fiscal year ending June 30, 2015
and the financ¡al statements of the Municipality for the year ended June 90, 2014 were restated.
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ileasurement Frequency and Valuation Bequirements

As mentioned, GASB Statement No. 68 is effective lor linancial stalements for fiscal years beginning after

June 15, 2014. Under GASB 68, there are two key dates - the measurement date and the actuar¡al valuat¡on

date. The Net Pension Liability should be measured as of a date no earl¡er than the end of lhe employe/s pr¡or

fiscal year, consistently applied kom period to period (measurement date). The Net Pension Liability can be

measured from an actuarial valuation as of the measuremenl date or roll lorward amounts from an actuarial

valuation as ol a date no more than 30 months plus 1 day prior to the employe/s most recent f¡scal year-end.

The actuar¡al valualion should be performed at least biennially.

The Municipalily w¡ll use June 30, 2014 as both the measurement date and the actuarial valuation date for
purposes ol implementing GASB 68 for both the Defined Benefil Pension Plan and Defined Contribution Hybrid

Program. ln future years, the calculation of the Net Pension Liability and Pension Expense will always be one

year behind the most curent l¡scal year. For example, actuarial valuations with measurement date as of June
30, 2014 will be used to report the Net Pension Liability on the Municipality's Fiscal Year 2014-2015 CAFR.

lmpact on the Financial Statements - Change in Accounting Principles

Changes resulting from GASB 68 requirements apply only to the government-wide financial, governmental

activit¡es. GASB 68 does not apply to govemmental funds; they will continue to report pension expenditures

based on contributions made during the year. There ¡s no change ¡n cash flow, conlribution rates or General

Fund budgeted expenditures associated w¡th implementat¡on of GASB 68. ln addition, the new measu¡e used

to recognize pension expense and pension liability eliminated the ABC concept for recognizing pension

expense, resulting in the separation of accounting from funding.

For illustrat¡ve purposes, the Finance Department calculated certain line items in the financial statements
affected by the New Pension Standards using the actuar¡al valuation reports as of June 30, 2014 and the
highlights of the impact to the govemment-wide financial statements would have been on the June 30, 2014
CAFR.

. The Nef Posltion (total assets and defened outflows of resources m¡nus total liabilities and defened
inflows ol resources) at June 30, 2014 lor the Municipali§ would have been $¿14,126,115, a

$80,734,708 decrease (64.7%) from the prev¡ously reported net position of $124,860,823 (pre-GASB

68 ¡mplementation).

. Total L¡abilities would have been $176,766,235 as of June 30, 2014, an ¡ncrease of $82,118,645 or

46.5% compared to the prev¡ously reported $94,647,590 long-term liabilities (pre-GASB 68

¡mplementat¡on).

. UnderGASB 68, Pension Expensewould have been $3,408,650, an increase ol$2,024,713 or 59.4o/.

compared lo the annual pensron cost of $1,383,937 under GASB 27 reported at June 30, 2014. Under
GASB 68, the pension expense is measured as the ditference between the net pension liabilities

between two report¡ng periods.

, lhe Deferred lnllows of Resources was not ava¡lable for the implementat¡on of GASB Nos. 68 and
7'1. The budgeted pens¡on contribut¡on for fiscal 2014.2015 of $4,972,665 will be recognized as
Deferred Outflows ol Resources and $704,91 g will be recognized as Defened lnflows of Resources.

FoR THE FrscAL YEAR E DEDJUNE
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Restatement of Beg¡nn¡ng Position and Allocation ol Pens¡on Expense Among Municipality Funds

Methodology lmplementation olthe New Pension Standards is a change in accounting principle and will require

recogn¡t¡on of a one-time prior period adjustment to restate the beginning net pos¡tion. The total prior period

adjustment on a govemment-w¡de basis is estimated to be $80,734,708 lor governmental act¡vities; bus¡ness-

lype acl¡v¡ties funds were not affected because employees do not part¡cipate ¡n the ret¡rement system.

The Municipality accounts for pens¡on costs lrom the standpoint of a pan¡c¡pant in a mult¡ple-employer cosl-

sharing plan. During the currenl fiscal year, the Munic¡pality ¡mplemented the second pronouncement ¡ssued,

GASB Statement No. 68, Accounfrng and Financial Reponing for Pensions-an amendnent of GASB

Statement No. 27.lhis statement establ¡shes accounting and financial repo ing for pensions provided to ihe

employees of state and local government employers through pens¡on plans that are admin¡stered through

trusts that have the lollow¡ng characteristics:

. conlributions from employers and nonemployer contr¡buling entities to the pension plan and eamings

on those contributions are ¡rrevocable;

. pension plan assets are dedicated to providing pensions to plan members in accordance with the

benef¡t terms;

. pension plan assets are legally protected from the creditors ol employers, nonemployer contributing

entities, and the pens¡on plan administrator. ll the plan is a del¡ned benefit pension plan, plan assets

also are legally protecled from cred¡tors of the plan members.

Accouni¡ng Account¡ng

Standards Standafds

(CIASB24 (GASB 68 & 71) lnpact of l{eu Standards

$ 219,508,413 $ 219,508,413 No dange

Dehred OJto of Resources

An insease in e$rEbd pensirn

1,383,937 mntl l» h F scal Yeár 201+2015

An hcreae d $82,1 1 8,645 (Net Pendon

94,647,590 176,766,235 Lhtiliry)

Dehrred lnlo{ of Besources - No dEnge

A net decrease of ($80,734,708) b Nd

Net Podlion 1 24,860,823 44,1?f.115 Po§hfl

Expenses

An increase of $2,024,71 3 ($4,792,587 -

$1,383,937, contihlbn rhl§ he pensbn

1,383,937 3,408,650 exp€ose

AdiusfiEnb b Reshbd Beg¡nning Nel

Po§¡on (80,i34,708)

A decreáse of $80,734,708 b beglrn¡ng

- Nel Posilon
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For the purpose of applying lhe requirements of GASBS No, 68, as amended, the state govemment of the
Commonwealth is considered to be the sponsor of the Employees' Retirement System of the Govemment of
the Commonwealth ol Puerto Hico (EHS), a multiemployer cosrsharing Defined Benefit Pension Plan and

Defined Contribution Hybrid Program, in which the employees of lhe Mun¡c¡pality part¡c¡pate. The Municipality

is considered a participant of these retirement systems since the majority ol the participants in the
aforemenlioned pens¡on trust funds are employees of the Commonweallh and the bas¡c f¡nanc¡al slatements
of such retirement systems are part ol the financial reporting entity of the Commonwealth. Act No. 3 was
enacted on April 4, 2013, amended the Act No. /l47 for the purpose of establishing a major reform of the ERS

effective on July l, 2013 (see Note 17).

For puposes of measur¡ng the Net Pens¡on Liability and Defened outflowllnflows of Resources related to
pensions, and pension expense, information about the fiduciary net position of the ERS and additions

to/deductions from the EBS's fiduciary net position have been determined on the same basis as they are

reported by Commonwealth of Puerto Hico. For this purpose, benef¡t payments (including refunds of employee

contributions) are recognized when due and payable in accordance w¡th the benefit tems. lnvestments are

reported at fair value.

11) Prcprieta¡y Funds Operating and Nonoperaüng Bevenues and Expen*s

Proprietary funds distinguish operaf,'ng revenues and expen seslrcm nonoperating items. Operating revenues

and expenses generally result from providing services and producing and delivering goods in connect¡on with
a proprietary fund's princ¡pal ongoing operations. The principal operat¡ng revenues of the Municipality's
enterprise funds are charges to customers for sales and services. Operating expenses for enterprise funds
include the cost of sales and services, adm¡n¡strative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

12) Net Position/Fund Balance

A) Net Position

Net pos¡tion represent the difference between assets, delened outflows of resources, liabilities, and
defened inflows of resources in the govemment-wide f¡nanc¡al statements.

The GWFS and Proprietary Funds Financial Stalements ut¡lize a net assets presental¡on, which are
categorized as follow:

, Net lnvested in Caplfal Assels - These consisls of cap¡tal assets, nel of accumulated depreciation

and amortization, reduced by the outstanding balances of bonds payable, notes payable and other
debts that are attr¡buled to the acquisition, construct¡on or improvements of lhose assels. For the
purposes ol determ¡ning the outstanding debt attributed to cap¡tal assets, the total long-term debt
related to the acquisit¡on, conslruction or improvements of capital assets has been reduced by any
related unspent debt proceeds and any related unamortized debt issuance cosls. ln addit¡on, the
outstand¡ng debt attr¡buted to capital assets does not ¡nclude accrued interest payable, non-capital
accrued liabilities, inter-fund loans and other financial assets.
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For Governmental Act¡v¡t¡es, nel ¡nvestment in capital assets is comprised of the following:

Cap¡tal Assets, Net of Accumulated Deprec¡ation ........... $1 51,245,056

Outstanding Balance on Related Debt ............................ (64,334,156)

Unspent Cap¡tal Debl Proceeds....... 4,144,571

Total Net lnvestment in Capital Assets.. $_9f.05fu121

, Restñcted Net Posltlon - These result when constraints placed on nel assets use are e¡ther externally

¡mposed by cred¡tors, grantors, contributors, and the like, or ¡mposed by law through const¡tut¡onal
provisions or enabling legislation.

, Unrcsticted Nef Posifion - These cons¡st of net assels wh¡ch do not meet the definition of the two
preceding categories. Unrestricted net position often are designated, to ind¡cate thal management
does not consider them to be available for general operations. Unrestricted net assets otten have

conslra¡nts on resources that are imposed by management, but can be removed or modilied.

llet Position Flow Assumption

Sometimes the Municipality will fund outlays for a particular purpose from both restricted (e.9., restricted

bond or grant proceeds) and unrestricted resources. ln order to calculate the amounts to repon as

restricted - net pos¡ti0n and unrestricted - nel pos¡tion ¡n the governmenlwide and proprietary fund
financial statements, a flow assumption must be made about the order in which the resources are

considered to be appl¡ed. lt is the [,lun¡cipality's pol¡cy to consider restricted - net position to have been

depleted before unrestr¡cted - net position is applied.

B) Fund Balance

Fund Balance Classitication

Fund balances for the governmental funds are reported in classif¡cations that comprise a h¡erarchy based
on the extent to wh¡ch the Mun¡cipality honors constraints on the specilic purposes for which amounts in

lhose funds can be spent.

, Nonspendable - amounls lhat cannot be spend because they are e¡ther (a) not spendable in form; or
(b) legally or confactually required to be maintained intact.

. Pesfícted - amounts w¡th constra¡nts placed on their use that are either (a) externally imposed by
creditors, grantors, conkibutors, or laws or regulal¡on of other governments; or (b) imposed by law
through constitul¡onal provisions or enabling legislation.

, Committed - amounts that can only be used for specific purposes determined by formal act¡on of the
Municipality's h¡ghest level of decision-making authority (Municipal Legislature) and that remain
b¡nding unless removed in the same manner. The underlying act¡on that imposed the l¡m¡tat¡on needs
to occur no later than the close of the report¡ng per¡od.

. Assigned - amounts that are constra¡ned by the Mun¡c¡pal¡ty's ¡ntent to be used for specific purposes.

The intent can be establ¡shed at either the highest level of dec¡sion-mak¡ng author¡ty, or by a body or
an officral designated for that purpose.

Continue
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. Unassigned - the residual classification for the Municipal¡ty's General Fund that includes amounts
not contained ¡n lhe other classifications. ln other funds, the unassigned classification is used only if

expend¡tures incuned for specific purposes exceed the amounls restricted, committed, or assigned
to those puposes.

Fund Balance Flow Assumption

Sometimes the Municipality will fund outlays for a particular purpose from both restricled and unrestr¡cted
resources (the total committed, assigned, and unassigned fund balance). ln order to calculate the amounts
to report as restricted, committed, assigned, and unassigned fund balance in the GFFS a flow assumption
must be made about the order in which the resources are considered to be appl¡ed. lt is the Mun¡c¡pal¡ty's
policy to cons¡der reslricted fund balance to have been depleted before using any ol the components or
unrestr¡cted fund balance. Furlher, when the componenls of unrestricted fund balance can be used for the
same purpose, committed fund balance ¡s depleted first, followed by assigned lund balance. Unassigned
fund balance ¡s appl¡ed last.

Fund Balance Policy

The Mun¡cipal¡ty bel¡eves that sound financial management principles require that sufficient funds be
reta¡ned by the Municipality to provide a stable financial base at all limes. To retain this stable financial
base, the Municipality needs to maintain a General Fund balance sutfic¡ent to lund all cash flows of the
Municipality, to provide financial reserves for unanticipated expend¡tures and/or revenue shortfalls of an
emergency nature, to provide funds for the disparity in timing between the collect¡on of prop€rty taxes and
olher main income. The purpose of th¡s policy ¡s to specify the size and composit¡on of the Municipality's
financial reserves and lo ¡dentify certain requirements lor replenishing any fund balance reserves ut¡lized.

Bestrictions ol Fund Balane

Restrictions of fund balance represent polions of fund balances that are legally segregated for a spec¡fic
fulure use or are not appropriable for expenditure. The Municipality has implemented the prov¡s¡ons of the
GASB Slalement No.54, Fund Balance Reponing and Govemmental Fund Type Del,hlfions as of July 1,

2010, in which it is required to classify and report amounts ¡n the appropriate fund balance classification
by applying lheir account¡ng policies that determine whether restricled, committed, assigned, and
unassigned amounts are considered to have been spent.

Policy on Comnitting Funds

It is the pol¡cy of the Municipality lhat fund balance amounts will be reported as "Committed Fund Balance"
only after formal action and approval by Munic¡pal Leg¡slature. The Municipal Leg¡slature has the author¡ty
to separate funds for specific purposes. Any separate fund as Committed Fund Balance requires the
adoption of a resolution by a simple majority of votes. The adopt¡on of the resolution should be canied out
belore June 30 of the f¡scal year to implement. lf the actual amount ol the comm¡tment is not available
through June 30, the resolution should establ¡sh the process or formula required to calculate the exact
amounl as soon as information is available in lhe following liscalyear.

For example, the Mun¡c¡pal Legislature may approve a resolution prior to year-end financ¡al statements, il
available, up lo a spec¡fied dollar amount as Comm¡tted Fund Balance lorcapital projects. The exacl dollar
amount to be reported as Committed Fund Balance lor capital projects may not be known at the time of
approval due to the annual financial aud¡t not yet being completed. This amount can be determ¡ned at a
laler date when known and appropriately reporied w¡thin the year-end financial stalements due to the
Municipal Legislature approv¡ng th¡s resolution before year-end.
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It ¡s the policy of the Mun¡cipality that the Municipal Legislature may commit fund balance lor any reason
that ¡s cons¡stent with the definit¡on ol Committed Fund Balance. Examples of reasons to commit fund
balance would be to d¡splay intent¡ons to use portions of lund balance for luture capital projects,

stab¡l¡zat¡on funds, or to earmark special General Fund streams unspent at year-end that are ¡ntended to
be used for specific purposes.

After approval by the Municipal Legislature, the amount reporled as Committed Fund Balance cannot be
reversed without ut¡lizing the same process requ¡red to commit the funG. Therefore, it ¡s the policy of the
Munic¡pality that funds can only be temoved from the Committed Fund Balance category after resolution
and approval by the Munic¡pal Legislature.

Policy on Assigning Funds

Funds that are lnfendedto be used for a specific purpose but have not rece¡ved the formal approval action
at the Mun¡c¡pal Legislature level may be recorded as Ass¡gned Fund Balance. Likewise, redeploy¡ng
assigned resources to an alternative use does not require lormal act¡on by the Mun¡cipal Leg¡slature.
Having reviewed the requirements for assigning fund balance, therelore, is the policy of the Municipality
that Mayor shall have the authority lo assign fund balance of the Municipality based on the intentions of
the use of funds by the Municipal Legislature. ln addilion, the Mayor can delegate to the Finance Director
or other employee ol the Municipality, the aulhority to ass¡gn lhe funds.

Policy on Unassigned Genual Fund Balance

It is the goal of the Mun¡c¡pal¡ty to achieve and ma¡ntain an Unassigned General Fund Balance equal to
15ol" ol budgeted expenditures. The Municipality considers a balance of less than 107o to be a cause for
concem, baning unusual or del¡berate c¡rcumstances, and a balance ol more than 20olo as excessive. An
amount ¡n excess of 20% is to be cons¡dered for reservation to accumulate funding for purchase of
machinery and equipment, for capital projects, and/or to reduce the tax levy requirements, and shall be
determined in conjunction with the annual budget process. ln lhe event that the Unassigned General Fund
Balance ¡s less than lhe policy ant¡c¡pates, the Mun¡c¡pal¡ty shall plan to adjust budget resources ¡n the
subsequent fiscal years to restore the balance. Appropriation from Unassigned General Fund Balance
shall require the approval of the Municipal Legislature and shall be only for specific disbursements, such
as one-t¡me expenditures and capital assets purchases, and not for ongo¡ng expenditures unless a viable
plan designated to sustain the expenditures is simultaneously adopted. The Municipality has met its GASB
54 fund balance targels at June 30, 2015.

Ptiotitization ol Fund Balance Use

ln circumstances where the payment is for a purpose that quant¡ties are ava¡lable in multiple class¡fications
of funds balance, the order ¡n which resources w¡ll be used shall be as follows: Restricted Fund Balance,
lollowed by Commitled Fund Balance, Assigned Fund Balance, and last but not least, Unassigned Fund
Balance.
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C) Components of Fund Balance

GENERAL HEAD START

FUND FUND

OIHER TOTAL

GOVERNMENTAL COVERNMENTAL

FUNDS FUNDS

DEBT

SERVICE

FUND

Restricted FoI:

lrproverEnt ol Steeb and Sirewall§ $ $

hproveflEnt and Consfudon of Faci[tEs

Capitsloulay

\¡éláre 220,W
Publ¡c SabV

Henewable Energy Projecb

lrprovemnl b \\áEr and Sewer S'y*m
Debl RepayrEnt

Publblnstudon '101,306

Sanibhn

12,920,096

$ 444,28s

5,138,284

255,276

617,746

155,505

144,031

3,529,888

52,881

155,022

444,285

5, t38,284

255,276

838,589

155,505

144,031

3,529,888

12,920,096

154,187

155,022

General GovernrEnt

Total Bestricted

Collmitted To:

Probss¡onal Services

SolU lths€ Disposal

\ blhre

Total Corrm¡tted

Assigned To:

General GovernrEnt

Publ¡c lnstudon

\¡,blhre

hproverEnt and Constuc'¡on of Faciflies

CultJre and Recreaüon

lrprove[Ent of Steeb aM Sile',vall6

Capiht Olay
Public SabV

Tolal Ass¡gned

Unassigned:

Total Fund Balances

149,072

369,915 't01,306 12,920,096

149,072

597,850

982,235

884

453,604

4,719,315

n,754
94,838

1,706,384

112,338

247,669

339,522

't0,492,918 23,884,235

. 247,669
- 3§,522

10,659 10,659

587,191

966,775

324,888

1,»1,754
38,525

44,987

1,7m,384

1 12,338

4,4't5,651

6,365,008

10,659

'15,460

884

128,716

3,497,561

39,24
49,851

3,731,701 8,147,352

(72,874) 6,292,1U

$ 14,162,404 $ 38,921,571$ 11,737,765 $ 101,306 $ 12,920,096

D) lnterrundTransact¡ons

lnterfund transactions are reflected as loans, re¡mbursements or transfefs. Loans are reported as rece¡vables and

payables as appropriate and are subject to el¡minat¡on upon consol¡dat¡on. Reimbursements occur when one fund

¡ncurs a cost, charges the appropr¡ate benefit¡ng fund and reduces ¡ts related cost as a re¡mbursement. All other

¡ntelund transact¡ons are treated as transfeB. Transfers between governmental or proprietary funds are netted as

part of the reconciliat¡on to the government-wide columnar presentation. The Mun¡c¡palily has the following types

of transact¡ons among funds:

Contirue

49



CO iIONWEALTH OF PUERfo RIoO NoTEs To THE BASIC FINANCIAL STATEMENTS

AUTONOMOUS MUNrcIPALIY OF HUiIACAO FoR THE FISCAL YEAR Ei¡DED JUNE 30, 2015

2. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES -cont¡nuation

lntelund Transfers - Legally required transfers that are reporled when incured as transfers-in by the
recipient fund and as lransfers-orrt by the disbursing fund, with receivables and payables presented as
amounts due to and due from other funds. Advances between funds are also presented as amounls due
to and due from other funds. However, lhese advances, translers, and related amounts receivable and
payable are cons¡dered intemal balances and activities that have been el¡m¡nated in the government-wide

financial statements.

lntra-Entity Transact¡ons - There are two types of intra-entrty transactions: F¡rst, the flow of resources
between the primary government and ¡ts component units, and among the component units. Th¡s flow of
Iesources and the related outstanding balances are reported as if they were extemal transactions.
However, llow of resources between the primary govemment and blended component units are class¡fied
as interfund act¡vity, as described above. Second, the ¡ntra-entity balances between the primary
government and discretely presented component un¡ts that are tantamount lo long-term debt linancing.
The primary government's l¡ability is reported in the Sralement of Net Position,lhe proceeds in the pr¡mary
government's funds, and the asset ¡n the discretely presented component units' Statement ol Net Position.
For the fiscal year there are nol intra-ent¡ty transact¡ons.

E. Risk Financing

Under Act No. 63 of June 21, 2010, the Leg¡slative Assembly of the Commonwealth of Puerto R¡co, authorized the
municipalities to procure and manage at their own d¡scret¡on all ¡nsurance policies, including those related to health
plans been provided to the municipal employees. The Municipali§ also obtains medical insurance coverage from
one health insurance company lor its employees. D¡fferent health coverage and premium options are negotiated
each year by the Municipali§. Premiums are paid on a monthly basis d¡rectly to the ¡nsurance company.

The Municipality canies commercial ¡nsurance to cover property and casualty, theft, tort claims and other losses
with private insurance company. Also, principal officials of the Mun¡c¡pal¡ty are covered under various surety bonds.
Cost of insurance to the Municipality for the year ended June 30, 20'15 amounted to $91 1,162, paid ¡n full at the
beginning of the fiscal year. The current insurance policies have nol been cancelled or terminated.

The Municipality carries insurance coverage for death and bodily injuries caused by the motor vehicles accidents.
The ¡nsurance is obtained through the Automobile Accidents Compensation Adm¡nistration (AACA), a component
un¡t of the Commonwealth of Pueno Rico. This insurance is compulsory for all licensed vehicles used on public
roads and h¡ghways ¡n Puerto Rico. The annual premium is $35 per licensed molor vehicle, which is paid directly
toAACA.

The Municipality obta¡ns workers compensalion ¡nsurance though the State lnsurance Fund Corporation (SIFC), a
component unit ol the Commonwealth of Puerto Rico. This ¡nsurance covers workers against ¡njuries, disability or
death because of work or employment-related acc¡dents, or because of illness suffered as a consequence of the¡r
employment. Cost of insurance allocated to the Municipal¡ty and deducted from the gross property tax collections
by the MRCC for the year ended June 30, 2015 amounted to $842,819.

The Municipality obtains unemployment compensat¡on, non-occupational disab¡l¡ty, and dr¡vers' ¡nsurance
coverage for ¡ts employees through var¡ous insurance programs administered by the Deparlment of Labor and
Human Resources of the Commonwealth of Puerto Rico (DOLHR). These ¡nsurance programs cover workers
against unemployment and provide supplementary insurance coverage lor temporary disabil¡ty, or death because
work or employment-related accidents or non-occupat¡onal disability and dnvers' insurance premiums are paid to
DOLHR on a cost reimbursement bas¡s.

Conünue
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F. Cash Flows

Statement of Cash Flows ¡s presented lor proprietary fund types. Cash and cash equ¡valents include all unrestr¡cted

and restricted highly liquid ¡nvestments with original purchase maturities of three months or less. As of June 30,

2015, there are not investmenls or cash equ¡valents reporled, only cash in commercial banks.

G. Use of Estimates

The preparat¡on of the basic financial statements in conlormity with GAAP requires managemenl to make eslimates
and assumptions that affect the reported amounls of assets and l¡abilities and disclosures of contingent assets and
liab¡l¡ties at the dale of the bas¡c f¡nancial statemenls and the reponed revenue and expenses dur¡ng the reporting
period. Actual result could differ from those estimates.

H. Reclassiticalions

Various reclassifications have been made in the accompany¡ng bas¡c financial stalements which affect the
comparab¡lity with the bas¡c linancial statements ¡ssued for previous fiscal years.

l. Future Adoption of Accounting Pronouncements

The Govemmental Account¡ng Standards Board (GASB) isued the lollowing pronouncemenls lhat have effeclive
dates after June 30, 2015:

GASB Slalemenl No. 72. Fair Value Measurcment and ADpl¡cation This Statement address accounting and
financ¡al report¡ng ¡ssues related to fai value measurements. The definition of fair value is lhe price that would
be received to sell an asset or paid to transfer a liabili§ in an orderly lransact¡on between market parlic¡pants

at the measurement date. Th¡s Statement provides guidance for determining a fair value measuremenl for
f¡nanc¡al reporl¡ng purposes. Th¡s Statement also provides guidance for applying fair value to cerla¡n
¡nvestments and disclosures related to all fair value measurements.

Fah Value lleasurement

Fair value is dexribed as an exit price. Fah value measurements assume a transaction takef place in a
govemnent's pincipal ma*et, ot a govemment's most advantageous mafuet ¡n the absence of a pincipal
matket. The fah value also should be measured assuming thal generul matket padicipants would acl in their
econom¡c best interest. Fair value should nol be adjusted Íot transaction costs.

This Statement rcquhes a govemment to use valuation techniques that are apprcpiate under the
circumstances and lor which su'Ífic¡ent data arc available to neasurc fair value. The techniques should be
consistent with one or more ol the tollowing approaches: the nafuet approach, the cost apprcach, ot the
income approach. The na¡ket approach uses pices and othet rclevant infomation generated by market
trunsaclions involv¡ng ¡dentical ot comparuble assefs, liabilities, or a group of asseb and l¡abilifies. The cost
approach reflects the amount that would be requhed to replace the present seruice capacity oÍ an assel The
iname approach conve¡ls futurc amounts (such as cash flows or incone and expensx) to a single cwrent
(discounted) amount. Valuat¡on techniques should be applied consistently, though a change may be
appropiate ¡n ceftain c¡rcumstances. Valuation techniques maximize the use of relevant obseruable inputs
and minimize the use of unobxntable inputs.
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This Statement establishes a hierarchy of inputs to valuation techniques used to measure tair value. That

hierarchy has three levels. Level 1 inputs are quoted pices (unadjusted) in active markets fot identical assets

or liab¡lít¡es. Level 2 inputs are inputs-4ther than quoted piceslncluded within Level 1 that are observable

tor the asset or liability, e¡ther directly or indiectly. Finally, Level 3 inputs are unobseNable inputs, such as

management's assumplion of the detault rate among underlying moftgages of a moftgage-backed secur$.

Fair Value Application

This Statement generally requires investments to be neasured at fair value. An investment is defined as a

secuity or other asset that (a) a govemment holds pimaily for the purpose of income ot ptofit and (b) has a

present seruice capac$ based solely on its ability to generate cash ot to be sold to generate cash. lnvestments

not neasured at fa value cont¡nue to include, for example, money narket investnents, 2a7-like extemal

investment pools, investments in life ¡nsunnce contracts, common stock meeting the cñteña for applying the

equity method, unallocated ¡nsurance contncts, and synthetic guaranteed invest¡nent contructs. A govemment

¡s perm¡tted in ceñain c¡rcumstances to establish the fair value o'f an investment that does not have a readily

detenninable fair value by using the net asset value per share (or its equivalent) ot the investment.

This Stalement rcquires measurenent at acquisition value (an entry price)for donated capital assels, donated

works of art, histoical treasures, and similar assets and cap¡tal assets rcce¡ved in a se¡vice concession

aftangement. These asse§ were previously required to be measured at tak value.

Fah Value Disclosures

Th¡s Statement requíres disclosures to be made about fair value measurements, the level of fah value

hierutchy, and valuation techniques. Govemments should organize these dixlosures by type of asset or
liabil¡ty reponed at fa¡r value. lt also requies additional disclosures regarding invesfrnents in ceftain entities

that calculate net asset value per share (or its equivalent).

The requiements of this Statement are eÍfecfive for financial statemenB'Íor peiods beginning after June 15,

2015 (FY 2015-2016). Eailiet application is encouraged.

GASB Slaleme No.73. Account¡nq and Financial Reoortina tot Pens¡ons and Related Asseb That Are Not
within the Scope of GASB Statement 68. and Amendments to Cerlain Prcvisions of GASB Statements No. 67
and 68 The objective of th¡s Statement ¡s to ¡mprove the usefulness of information about pensions included in

the general purpose extemal financial reports ol state and local governments for mak¡ng decisions and

assessing accountab¡l¡ty. Th¡s Statement results from a comprehensive review of the effectiveness ol exist¡ng

standards ol account¡ng and financial report¡ng for all postemployment benefits with regard to providing

decision-useful information, support¡ng assessments ol accountability and ¡nterper¡od equ¡ty, and creating

add¡tional transparency.

Th¡s Statement establishes requirements for defined benelit pensions that are not w¡th¡n the scope of
Statemenl No. 68, Accounting and Financial Reporting fot Pensions, as well as for the assets accumulated lor
purposes of providing those pens¡ons. ln add¡t¡on, ¡t establ¡shes requirements for defined contr¡bution pensions

that are not w¡thin the scope ol Statement 68. lt also amends certa¡n provisions ol Statement No. 67, Financial
Repofting lor Pension Plans, and Statement 68 for pens¡on plans and pens¡ons that are within their respective

sc0pes.

Conlinue
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2. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES -continua¡on

The requirements of this Statement exlend the approach to accounting and financ¡al repoñ¡ng established in
Slalement 68 to all pensions, with modif¡cat¡ons as necessary to rellect that lor account¡ng and financial
report¡ng purposes, any assets accumulaled for pensions that are provided through pension plans that are not
administered through trusts that meet the criteria specif¡ed ¡n Statement 68 should not be cons¡dered pension
plan assets. lt also requires that infomat¡on s¡m¡lar to that required by Statement 68 be included in notes to
f¡nanc¡al statements and required supplementary ¡nformat¡on by all similarly situated employers and
nonemployer contributing entities.

This Statemenl also clarifies the applicat¡on of certain provisions of Statements No. 67 and 68 with regard lo
the following issues:

'1. lnformation that is required to be presenled as notes to the 1O-year schedules of requ¡red supplementary
information about investment-related factors that s¡gnif¡cantly affect trends ¡n the amounts reporled

2. Accounting and financial reporting for separately financed specific liabilities of individual employers and
nonemployer contributing entities for defined benefit pensions

3. Timing of employer recognit¡on of revenue lor the support ol nonemployer contribut¡ng entit¡es not ¡n a
special funding s¡tuatlon.

The requirements of this Statement that address accounting and financial reporting by employers and
governmenlal nonemployer contribut¡ng entities for pensions thal are not within lhe scope of Statement 68 are
effective for financial statements for fiscal years beginning afler June 15, 2016, and the requirements of this
Statement that address financial reporling for assets accumulaled for purposes of providing lhose pensions
are effective for fiscal years beginning after June 15, 2015. The requirements ol th¡s Statement for pension
plans that are w¡thin the scope of Statement No. 67 or for pensions that are within the scope of Statement 68
are effective for fiscal years beginning after June 15, 2015 (FY 2015-2016). Earl¡er applicat¡on is encouraged.

GASB Slalemenl No.74. Financial Reoo¡linq tor Postemplovment Benelit Plans Other Than Pension Plans.
The objective of this Statement is to ¡mprove the usefulness of ¡nformat¡on about postemployment benefits
other than pens¡ons (other postemployment benefits or oPEB) included ¡n the general purpose extemal
financ¡al reports ol state and local govemmenlal OPEB plans for making decisions and assessing
accountability. This Statement results from a comprehensive rev¡ew of lhe efectiveness of existing standards
of accounting and financial Ieporting for all postemployment benefits (pens¡ons and oPEB) with regard to
providing decision-useful information, support¡ng assessments of accountability and ¡nterperiod equity, and
creating additional transparency.

Th¡s Statement replaces Statements No. 43, Financial REofling for Postemployment Benelit Ptans Othet
Than Pension Plans, as amended, and N o. 57 , OPEB Measurements by Agent Emptoyers and Agent Muttipte-
Employer P/ans. lt also includes requirements for defined contribut¡on OPEB plans that replace the
requirements forthose OPEB plans in Statement N0.25, FinancialBepoftingfor Detined BeneÍit Pension Plans
and Nole Disclosures for Defined Conttibut¡on P/ans, as amended, Statemenl 4Í), and Statement No. 50,
Pension Disclosures.

This Statement is effective for liscal years beginning after June 15, 2016 (FY 201ü2017). Eafier application
is encouraged.

Conlinue
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2. SUMi¡IARY OF SIGNIFICANT ACCOUNTING POLICIES -cont¡nuat¡on

GASB Slalemenl No. 75. Accountina and Financial Reportino fot Postemplovment Benef¡ts Other Than

Penslons. The primary objective of this Statement is to improve accounting and l¡nanc¡al reporting by state and

local govemments for postemployment benel¡ts other than pensions (other poslemployment benefits or
oPEB). lt also improves ¡nfomat¡on provided by state and local govemmental employers about financial

support for OPEB that ¡s provided by olher ent¡t¡es- Th¡s Statement results from a comprehens¡ve rev¡ew of the

effectiveness of ex¡sting standards of accounting and financ¡al report¡ng for all postemployment benefits
(pensions and OPEB) wilh regard to provid¡ng decision-useful information, supporting assessments ol
accountability and interperiod equ¡ty, and creating additional transparency.

This Statement replaces the requ¡rements of Statements No.45, Account¡ng and F¡nancial Repofting by
Employers for Postemployment Benelits Other Than Pensions, as amended, and No. 57, OPEB

Measurcments by Agent Employers and Agent Multiple-Employer Plans, lor OPEB. Statement No. 74,

FinancialRepofting for Postemployment Beneft Plans OtherThan Pension Plans, establishes new accounting

and linancial reporting requ¡rements for OPEB plans.

The scope ol this Statement addresses accounting and financial reporting for oPEB that ¡s prov¡ded to the

employees ol state and local governmental employers. Th¡s Statement establishes standards for recognizing

and measuring liabilities, delened outflows of resources, defened inflows of resources, and

expense/expenditures. For defined benefit OPEB, this Statement identif¡es the methods and assumptions that
are required to be used to project benelit payments, d¡scounl projected benef¡t paymenls lo the¡r actuarial
present value, and attribute that present value to periods of employee service. Note disclosure and required

supplementary inlormat¡on requirements about defined benefit 0PEB also are addressed.

ln addition, this Statement details the recognition and disclosure requirements lor employers w¡th payables to
defined benefit oPEB plans that are admin¡stered through trusts that meet the specif¡ed criteria and for
employers whose employees are provided w¡th defined contr¡bution 0PEB. This Statement also addresses

certain circumslances in which a nonemployer ent¡ty prov¡des financial support for OPEB of employees of
another entity. ln this Statement, distinctions are made regarding the partrcular requirements depending upon

whether the 0PEB plans through which the benefits are prov¡ded are administered through trusts that meet

the following criteria:

a. Conlributions from employers and nonemployer contributing ent¡t¡es to the OPEB plan and eamings on

those contributions are inevocable.

b. OPEB plan assets are dedicated to providing OPEB to plan members in accordance w¡th the benefit terms.

c. OPEB plan assets are legally protected from the cred¡tors of employers, nonemployer contributing ent¡t¡es,

the OPEB plan admin¡strator, and the plan members.

This Statement is eflective for fiscal years beginn¡ng afler June 15,2017 (FY 2017-20r8J. Earlier appl¡cation

is encouraged.

GASB Slalemenl No. 76. The Hierutchv of Generallv AcceDted Account¡no Pñnc¡ples fot State and Local
Govemmenfs. The object¡ve of this Statement ¡s to ¡dentifyin the context of the current governmentalfinanc¡al
reporl¡ng environment-the h¡erarchy of generally accepted accounting principles (GMP). The 'GMP
hierarchf consists of the sources of accounting principles used to prepare financial statements of state and
local govemmental entit¡es in conform¡ty with GAAP and the framework for selecting those principles. This

Statement reduces the GMP hierarchy lo two categor¡es ol authoritative GMP and addresses the use of
authoritative and nonauthoritative literature in the event that the accounting treatment for a transact¡on or other
event is not specified within a source of authoritative GMP.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -c¡nt¡nua¡on

Th¡s Statement supersedes Statemenl N o. 55, The Hierurchy of Generally Accepted Aeounting Pñnciples fot
State and Local Govemnents. The requirements ol th¡s Statement are eflective for linancial statements for
periods beg¡nning after June 15, 2015 (FY 2015-2016), and should be appl¡ed retroact¡vely. Earl¡er appl¡cation

is permitted.

GASB Statement No. 77, Iax Abalernenl D,sc/osures. F¡nanc¡al statements prepared by state and local

governmenls ¡n conformity with generally accepted accounting principles provide citizens and taxpayers,

legislative and oversight bodies, municipal bond analysts, and others w¡th informal¡on they need to evaluate
the financial health of governments, make dec¡sions, and assess accountab¡l¡ty. Th¡s information is intended,

among other things, to assist these users of f¡nanc¡al statements in assessing (1) whether a govemment's

currenlyear revenues were suff¡cient to pay for currenl-year serv¡ces (known as ¡nterperiod equ¡ty), (2)whether

a government compl¡ed with finance-related legal and contractual obligations, (3) where a govemment's

f¡nanc¡al resources come from and how it uses them, and (4) a govemment's financ¡al pos¡tion and economic

condition and how they have changed over t¡me.

Financial statement users need inlormalion about certa¡n l¡m¡tat¡ons on a governmenl's ab¡l¡ty to raise

resources. Th¡s ¡ncludes limitat¡ons on revenue-raising capacity resulting fÍom government programs that use

tax abatements to induce behavior by individuals and entities that ¡s benef¡c¡al to the govemmenl or its cit¡zens.

Tax abatements are widely used by state and local governments, particulaly to encourage economic

development. For financial reporl¡ng purposes, th¡s Statement defines a tax abatement as resulting fÍom an

agreement between a government and an individual or entity in which the govemment prom¡ses to forgo tax
revenues and the ind¡v¡dual or entity prom¡ses to subsequently take a specilic action that contributes to

economic development or othefwise benefits the government or ¡ts cil¡zens.

Although many governmenls offer tax abatemenls and prov¡de ¡nformation to the public about them, they do

not always provide the information necessary to assess how tax abatements afect lheir financial position and

results of operations, including their ability to raise resources in the future. This Statement requires disclosure
of tax abatement information about (1) a reporting government's own tax abatement agreements and (2) those

that are enlered inlo by other governments and that reduce the reporting government's lax revenues.

This Statement requires governments that enter ¡nto tax abatement agreemenls to disclose the lollowing
¡nlormation about the agreements:

. Brief descriptive information, such as the tax being abated, the authority under which tax abatements are
provided, eligibility criteria, the mechan¡sm by wh¡ch taxes are abated, provisions for recapturing abated

taxes, and the types ol commitments made by tax abatement rec¡pients

. The gross dollar amounl of taxes abated during the period

. Comm¡tmenls made by a government, other than to abate taxes, as part of a tax abatement agreement.

Govemments should organize those d¡sclosures by major tax abatement program and may disclose
informalion ,or indiv¡dual tax abatement agreements within those programs.

Tax abatement agreements of olher governments should be organized by the govemment thal entered ¡nlo

the tax abatement agreement and the specific tax being abated. Governments may disclose inlormat¡on for
individual tax abatemenl agreements of other governments within the specific tax being abated. For those tax

abatement agreements, a reporting government should disclose:
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -cont¡nuat¡on

. The names of the governments that entered ¡nto the agreements

. The specif¡c taxes being abated

. The gross dollar amount of taxes abated during the period.

The requhements of this Statement are effective lor financial statements for peiods beginning aftet Decembet

15,2015 (FY 2016-2017). Earliet appl¡cation is encouraged'

GASB Slalement No. 78. Pensions Ptov¡ded throuqh Ceftain Multiple-Emplouet Def¡ned Benef¡t Pension

¿a¡q. tre Oiectiue ol tnis Staement is to address a practice issue regarding the scope and applicabil¡ty of

State.ment No. 68, Accounting and Financial Reporting for Pensions. This issue is associated with pens¡ons

provided through certain mult¡pte-employer defined benefit pens¡on plans and to state or local govemmental

employers whoie employees are provided with such pensions. Prior to the issuance of this Statement, the

requiréments of Statement 68 appl¡ed to the f¡nancial statements of all state and local govemmental employers

whose employees are provided with pensions through pension plans that are administered through trusts that

meet the cr¡teria in paragraph 4 of that Statement.

This Statement amends the scope and applicability of Statement 68 to exclude pensions provided lo
employees ol state or local governmental employers through a cost-sharing multiple-employer defined benefit

pens¡on plan thal (1) is not a state or local govemmental pension plan, (2) is used to provide defined benefit

pens¡ons both to employees of state or local governmental employers and to employees of employers that are

not state or local governmenlal employers, and (3) has no predominant state or loca' govemmental employer
(either individually or collectively w¡th other state or local governmental employers that provide pensions

through the pension plan). Th¡s Statement establ¡shes requirements for recognition and measurement of

pension expense, expend¡tures, and liabilities; note disclosures; and required supplementary ¡nformat¡on for

pensions that have the characteristics described above.

The requirements of this Statement are effective for f¡nancial statements for peiods beginning after December

15, 2015 (FY 2016-2017). Earlier application is encouraged.

GASB SlalemenlNo. Tg. Certain Ertemal lnvestment Pools and Pool Participants. This Statement addresses

accounting and financial reporting for certain extemal ¡nvestment pools and pool partic¡pants. Specifically, it

esiablishes criteria for an external investment pool to qualify for making the election to measure all of its
¡nvestments at amort¡zed cost for financial report¡ng purposes. An external ¡nvestmenl pool qualifies for that

reporting ¡f it meets all of the applicable criteria established in this Statement. The specific criteria address (1)

how the extemal ¡nvestment pool transacts with pan¡c¡pants; (2) requirements for portfolio maturity, quality,

diversif ication, and liquidity; and (3) calculation and requirements of a shadow price. Significant noncompliance

prevents the extemal investment pool from measuring all of ¡ts ¡nvestments at amorl¡zed cost for financial

report¡ng purposes. Professional judgment ¡s required to determ¡ne if ¡nstances of noncompliance w¡th the

cr¡teria established by th¡s Statement during the report¡ng period, individually or ¡n the aggregate, were

significant.

lf an extemal investment pool does not meet the criteria established by this Statemenl, that pool should apply

the prov¡s¡ons in paragraph 16 of Statement No. 31, Accounl¡hg and Financial Reporting lor Cedain

lnvestments and fot Ertemal lnvestmenf Pools, as amended. lf an extemal ¡nvestment pool meets the criteria

in this Statemenl and measures all of its investments at amortized cost, the pool's part¡c¡pants also should

measure their ¡nvestments ¡n that external ¡nvestment pool at amort¡zed cost for financ¡al reporting purposes.

lf an extemal ¡nvestment pool does not meet the criteria in this Statement, the pool's part¡cipants should

measure their investmenls in that pool at fair value, as provided in paragraph 1 1 of Statement No. 31, as

amended 
conlinue
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continuation

Th¡s Slatement establishes add¡t¡onal note disclosure requ¡rements for qualifying external investment pools

that measure all of their ¡nveslments at amort¡zed cost for financ¡al reporting purposes and lor govemments

that part¡cipate in those pools. Those disclosures for both the qualifying external investment pools and the¡r

partic¡pants include information about any limitat¡ons or restrictions on part¡c¡pant withdrawals.

The requ¡rements of this Statement are effective for reporting periods beginning after June 15, 2015, except

for certa¡n prov¡s¡ons on portfolio quality, custodial credit risk, and shadow pric¡ng. Those provisions are

effect¡ve for report¡ng periods beginning after December 15, 2015 (FY 2016-2017). Eartier application is

encouraged.

GASB Slalemenl No . 80 . Blendinq nequirements fot Cenain Component Un¡ts. Th¡s Statement establishes an

additional presentat¡on of component units. This Statement applies to all state and local governments. This

Statement applies to component units that are organized as nolfor-profit corporations in wh¡ch the pr¡mary

government ¡s the sole corporate member. Th¡s Statement does not apply to component units included in the

f¡nanc¡al reporting entity pursuant to the prov¡s¡ons of Statement No. 39, Deternining Whether Ceftain

Organizations Are Component Unlts. This Stalement amends Statement No. 14, Ihe Financial Reporting

Enf,ty, paragraph 53 , and lmplementation Guide No.2015-1, Quest¡on 4.30.1.

A component unit should be included rn the report¡ng ent¡ty financial statements us¡ng the blending method if

the componenl unit is organized as a noHorprolit corporation in which the pr¡mary government is the sole

corporate member, as identified in the component un¡t's articles of incorporation or bylaws, and lhe component

unit is included in the financial reporting entity pursuant to the prov¡s¡on is paragraphs 21-37 of Statement 14,

as amended.

The requirements of lh¡s Stalement are eflective for reporting periods beginning after June 15, 2015 (FY 2015-

2016). Earlier application is encouraged.

The Municipali§ has not yet determined the efect these statements will have on the Municipality's basic

f¡nancial statements.

3. CASH ANDINVESTMENTS

Cash in Banks

Municipality's cash and ¡nvestments at June 30,2015 are composed of: (1)demand deposits in commercial banks, (2)

demand deposits in the Govemment Development Bank ol Puerto Rico (GDB, fiscal agent), and (3) cash equivalents

in commercial banks. Cash Euivalents of $42.8 million are depos¡ls ¡n commercial bank accounts and interest bearing

accounts in GDB, and are recorded at cost, which approximates fair value.

Puerto Rico laws authorize governmenlal ent¡ties to ¡nvest ¡n d¡rect obligations or obligat¡ons guaranteed by the federal

governmenl or lhe Commonwealth. The Municipality is also allowed to invesl in bank acceplances, other bank

obligations and cert¡ficates of deposit in l¡nancial institutions authorized to do business under the federal and

Commonwealth laws. Under the laws and regulat¡ons of the Commonwealth, public funds deposited by the Mun¡cipality

in commercial banks must be fully collateral¡zed for the amounts depos¡ted ¡n excess of the Federal Deposit lnsurance

Corporation (FDIC) coverage. All securities pledged as collateral are held by agents designated by the Commonwealth's
Secretary of the Treasury, but not ¡n the Municipality's name.
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3. CASH AND INVESTMENTS - conr¡nuar¡on

The Municipality follows the practice of pool¡ng cash. At June 30, 2015, the pool cash account ¡n ¡nterest bearing

commerc¡al banks accounts had a balance of $42.2 million of which $28.1 mill¡on in the General Fund, $91,208 ol Head

Start Program, and $14.1 in Other Governmental Funds; of which $477,827, $60, and $26.2 million was invested in an

¡nterest bearing account in Oriental Bank & Trust, Humacao Branch; Doral Bank, Humacao Branch, and F¡rst Bank,

Humacao Branch that generates an annual interest rate 010.50%, 0.05%, and 0.85%, respect¡vely. Also, $60,027 was

invested in Popular Bank of Puerto R¡co, Trust Division, which generates an annual ¡nterest of 0.10%. Other funds are

deposit in regular bank accounts. The balance in the pooled cash accounl is available to meet current operating

requiremenls and any unrestricled excess, il any, is generally invested in interest bearing accounts with commercial

banks. Any deficiency in the pooled cash account ¡s assumed by the general fund and covered through future budgetary

appropriation.

Under the laws and regulations of the Govemment, public funds deposited by the Municipality in commercial banks

must be lully collateralized lor the amounts depos¡ted in excess ol the Federal Deposit lnsurance Corporation (FDIC)

coverage. All secur¡t¡es pledged as collateral are held by agents designated by the Government's Secretary of the
Treasury, but not ¡n the Municipality's name.

Cash w¡th f¡scal agent ¡n the debt serv¡ce fund cons¡sts principally of property tax collections amounting to $16.3 million

that are restricted lor the payment of the Municipality's debt service, as required by law. Cash w¡th F¡scal Agent of Other
Govemmental Funds consist principally ol $'145,890 of unspent proceeds of bonds for the Multiuses Coliseum, $10,732
for the Art Center, and $1,026,852 in other govemmental funds that are restr¡cted for the acqu¡s¡tion, construct¡on or
¡mprovement of major capital assets. The amounts deposit in GDB is maintained ¡n ¡nterest bearing accounts and ¡s nol
collateralized.

Mun¡c¡pal¡ty follows the provisions of GASB Accounting Standards Codif¡cat¡on Section C20, Ca6h Depos¡t with

Financial lnstitutions, related with cash depos¡t and ¡nlerest-eam¡ng investment contract w¡th f¡nanc¡al ¡nstitul¡ons.

Accord¡ngly, the following ¡s essential information about credit r¡sk, interest rate r¡sk, custodial credit risk, and foreign
exchange exposure of deposits and investments of the Municipality at June 30, 2015:

CreditRisk

Th¡s is the risk that an ¡ssuer or other counterparty to an ¡nvestment will not fulfill its obligations. At June 30, 2015, the
Municipality has invested only in cash equivalents of $,li).9 million consisting of deposit in interest bearing commercial
bank accounts, wh¡ch are insured by lhe FDIC, generally up to a maximum of $250,000. As previously menlioned, public

funds deposited bythe Municipality in commerc¡albanks must be fully collateralized forthe amounts deposited in excess
of the FDIC coverage. No investments in debt of equity securities were made during the Fiscal Year ended June 30,

2015. Therefore, the Munic¡pality's managemenl has concluded ihat the credit risk related lo any poss¡ble loss related

to defaults by commercial banks on the Municipality's deposils is considered low at June 30, 2015.
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Custodial Credit Risk

This is the risk that, in the event of the failure ol a depository financial institution, the Munic¡pal¡ty will not be able to

recover ils cash and investments or w¡ll not be able to recover collateral securities that are in the possession of an

outs¡de party. Pursuant to the lnvestment Guidelines for the Commonwealth adopted by GDB, the Mun¡cipal¡ty may

invest in obligations ol the Commonwealth, obl¡gations of the United States, cert¡ficates of depos¡t, commercial paper,

bankefs acceptance, or in pools of obligat¡ons ol the municipalities of Puerto Rico, wh¡ch are managed by GDB. At

June 30, 2015, the Municipality has balances deposited in commercial banks amount¡ng to $43.9 million which are

¡nsured by the FDIC up to the established limit and the excess are fully collateralized as explained above. Deposits in

GDB, amount¡ng to $17.5 m¡ll¡on are uninsured and uncollateralized. However, no losses related to defaults by GDB on

depos¡t transactions have been incurred by the Municipality through June 30, 2015. lt is management's policy to only

mainta¡n deposits in banks affiliated to FDIC to m¡nimize the custodial credit dsk, except for GDB. Dur¡ng the past years,

the GDB'S liquidity and financial condition was adversely atfected by, among other lactors, a significant ¡ncrease in

cred¡t spread for obligat¡ons of the Commonwealth and ¡ts public entities, the Commonwealth's l¡mited capital market

access, and significant reduction ol l¡quidi§ in the local Puerto Hico capital maket. Accord¡ngly, the GDB's credit rating

was downgraded and ma¡ntained in "Cred¡t Watch' w¡th negative implications. These factors have resulted ¡n sign¡ficant

fiscal and financial challenges in their abil¡ty to generate sufficient lunds Írom taxes, charges, and/or bond issuances.

Therefore, the Mun¡c¡pality's management has concluded that at June 30, 2015, the custod¡alcred¡t r¡sk associated w¡th

the Municipali§'s cash and cash equivalents is considered low in commercial banks, but for GDB is considered high.

lnlr,rcst Rate Risk

This is the nsk that changes ¡n interest rates of debt ¡nvestments will adversely affect the lair value of an ¡nvestment.

The Munic¡pality manages its exposure io declines in fair values by: (1) nol ¡ncluding debt or equity investments in its

investments portlolio at June 30, 2015, (2) l¡mit¡ng the weighted average matur¡ty of its investmenls in certificates of

depos¡t to per¡ods of three months or less, and (3) keep¡ng most of its banks deposits in cert¡ficates of deposit and in

¡nterest bearing accounts generaling ¡nterest at preva¡l¡ng market rates. Therefore, at June 30, 2015, the ¡nterest risk

associated w¡th the Municipality's cash and cash equivalent is considered low.

Foreign Exchange Bisk

This ¡s the r¡sk that changes in exchange rates will adversely aflect the value of an investment or a deposit. Accord¡ng

to the aforement¡oned investment gu¡delines, adopted by the Municipality, the Municipality ¡s prevented from investing

¡n fore¡gn secur¡ties or any other types of investments for which foreign exchange risk exposure may be significant.

Accordingly, management has concluded that the foreign exchange risk related to the Mun¡c¡pality's deposits is

considered low at June 30, 2015.

ACCOUNTS RECEIVABLES

As of June 30, 2015, the account rece¡vable in the amount of $350,330 corresponded to the Sales and Usage Taxes

and $52,810 of Property Taxes.
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5. UNEABNED REVENUES

Government-wide Statenent of Net Position report defened revenues for resources receive before it has a legal claim

to them. Governmental funds Balance Sh eet rcpoft defeÍed rcvenues ¡n connection with receivables for revenues that

are not cons¡dered to be ava¡lable to liquidate liabilities of the cunent period (unavailable). Govemmentalfunds Balance

Sheet repon uneamed revenues in connect¡on w¡th cash collected for revenues that are not considered to be ava¡lable

to liquidate liabilities of the current period as follows:

Governmental Funds:

VolurE of Bus¡ness Taxes $ 16,249,252

Federalcranb 226'443

TohlUnearned Revenues $ 16,475,695

DEFERRED OUTFLOWS / INFLOWS OF RESOUBCES

Pursuant to GASB Statement No. 63, Financial Repo¡í¡ng of Defened Outflows of Resources, Defened lnflows of
Resources, and Net Position, and GASB Statement No. 65, /rems Previously Repofted as Assets and Liabilities,lhe

Mun¡c¡pality recognized defened outflows of resources in the government-wide and fund statemenls. These items are

a consumption of net position by the Mun¡cipality that is applicable to a future report¡ng per¡od. Previous financial

reporting standards do not include guidance for report¡ng those f¡nancial statement elements, which are dist¡nct from

assets and liabilities. The Municipality has one item that are reportable on the Govemment-wide Statement of Net

Pos¡t¡on that is relates to outflows from changes in the Net Pension Liability (Note 17).

Under the modified accrual basis of accounting, ¡t is not enough thal revenue is eamed; it must also be available to

finance expenditures of the current per¡od. Governmental funds Ealance Sheet reporl deferred inflows o'l rxourcesin
connection with rece¡vables for revenues that are not considered to be available to liquidate liabilities of the current

period (unavailable). Governmental funds also defer revenue recognit¡on ¡n connection w¡th resources that have been

received, but not yet earned. At the end of the current fiscal year, lhe various components ol deferred intlows of
resources reported ¡n the bas¡c financial statements were as follows:

At the end of the current fiscal year, the various componenls ol Defened Outflows/lnflows o'f Resources reported ¡n the

basic financial statements were as follows:

oltErnsüA.liviti=
krcd O.üo,ro d ho¡ces

ffiicrsbEFS
D*rEd lrúo¡/s d R6orces

Ursrsiized lrueffi in EBS

4,gn.,ffi

ro4,St9

Govefnmenlal Funds:

Properv Taxes- CorllIEnwealh $ 52,810

Federal Granb:

Head Sbrt

Oher GovernrEnhl Funds

Tobl Debrred lnnows of Resources

2,354,979

552,680

$ 2,960,469
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7. INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

A. Interfund Receivable and Payable Balances

During the course of operat¡ons, numerous transactions occur between the Municipality's funds for goods provided

and services rendered and for the re¡mbursement of expenditures. Helated interfund receivables and payables are

classified as "Due from Other Funds'and "Due to Other Funds'on the Balance She et and Statement ol Net Position

and will be settled w¡lhin one year. Due to/from Other Funds at June 30, 2015 are summarized as follows:

INTERFUND

FECEIVABLE

General Fund

General Fund

Oher Non-Maior Funds

Tohl

INIERFUND

PAYABLE AIIIOUNT

Head SbrtFund $ 66,905

Oher Non-Mapr Funds 234,295

Head ShrtFund 1,432

$ 302,632

lnterfund Transfers

During the course of the fiscal year, transactions occur between the Municipality's funds for operating subsidies.

Belated ¡nterfund receipts and disbursements are classified as'Transfers ln'and "Translers Out'on the Statement

of Revenues, Expenditures/Expenses, and Changes in Fund Balances/Net Posifion. The transfers are rout¡ne and

cons¡stent with the activit¡es of the funds. Principality, transfers are indicative of funding for cap¡tal projects or debt

serv¡ce, and subs¡d¡es of various operat¡ons.

SOUBCES TRANSFER TO AI¡IOUNT PURPOSE

General Fund Debtservices Fund $ 78,712 Bond Principaland lnbrestPaymnB

Debtservices Fund GeneralFund 1,176,502 Equ y Transbr

GeneralFund Municipal Enbrprise Fund 1,218,914 Capihl Contibuiion

Oter Non-Major Fund Mun¡qpal Enbrprise Fund 25,945 Capibl Contibulion

GeneralFund Oher Non-Major Fund 3,010,416 Capihl Proiecb and hproverEnb

Tohl $ 5,510,489

DUE FROi'/TO GOVERNMENTAL UNITS

As of June 30, 2015, balance due from governmental units of the Other Malor Fund conesponded to reimbursement of

Law 82 ($7,591)and ¡n the General Fund from Simonet Home ($401).

The balance due to governmental units of the General Fund for services rendered to the Municipality consists of Water

and Sewer Author¡ty ($260,952), Employee Betirement System ($253,262), US Department ol Housing and Urban

Development ($21,2I9)for reimbursement of Sect¡on 8 Rental Moderate Rehabilitation Programs, and GeneralService

Adm¡n¡strat¡on ($1,125). Amount due by Other Governmental Funds ¡s to lnfrastructure Financial Agency ($559,284).
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9. CAPITAL ASSETS

Cap¡tal Assets activities for the fiscal year ended June 30, 2015 was as follows:

DESCRIPnON

BALA}¡CE

JULY 1,

2014 RECLASSIFICAIIOT'I INCREASE

BALAI'lCE

JUNE 30,

OECREASE 2015

Non-Depreciable Capihl Asseb:

Land

Constucfon in Progress

Tobl Non-Depreciable Capibl Asseb

Deprechble Capihl Asseb:

Build¡ngs

lntasuciire
¡robr Vehiles

EquiprEnt

Tohl Deprec¡able Capihl Asseb

Less Amlnulatsd Deprecialion:

Build¡ngs

lntasüucture

Mobr Vehiles

EquiprEnt

Tohl Amrnulabd Depreciabn

Totsl Deprec¡able Capihl Asseb (Nel)

CAPITAL ASSETS, NET

(1,946,2r5)

(1,946,215)

$ 13,091,435

8,2M,681

21,296,1t6

$ 6,845

841, t85

848,030

$ 13,098,280

7,099,651

20,197,931

140,941,379

22,356,913

8,301,286

7,636,003

179,235,581

(26,326,311)

(7,336,500)

(7,439,806)

(7,085,839)

138,669,718

22,356,913

8,294,435

7,4t6,0't8

176,737,0U

1,946,2'15 u4,702

127,822

356,983

(19,256)

(120,971)

(136,998)

1277,2251

385

120.971

l?f,U2

1,946,215

(23,5U,232\

(6,963,888)

(7,213,630)

(6,417,351)

(44,129,101)

132,607,983

$ 153,904,099

(2,792,464)

(372,612)

lul,147)
(798,830)

(4,311,0s3) 251,698 (48,188,456)

(3,481,s46) 12s,527], 131,M7,12s1,946,215

$ $ (2,633,516) $ (25,527) $'rs1,245,056

Deprec¡ation expenses were charged to govemmental functions/programs as follows:

AIIOUNT

Mayor and Municipal Leg¡slatre $ 603,547

General GovernrEnt 387,995

Publ¡c SabV 344,884

Publ¡c l{,orks 1,336,426

Cultrre and Recrealon '1,250,205

HurEn Service and Welhre 215,554

Urban DeveloprEnt 172,442

Tohl Depreciaion Expenses $ 4,311,053

Conünue

62



Coi,i,oNwEALTH oF PUERTO RICO

AuroNoMous MuNtctPAltw oF HuMAcAo

NoTES TO THE BASIC FINANCIAL STATEMENTS

FoR THE FISCAL YEAR ENDED JUNE

10. NONCURRENTLIABILITIES

A. General and Special obligations Bonds

The principal long{erm obligat¡ons of the Munic¡pality are general obl¡gation bonds and special obligation bonds

issued to finance the construction and ¡mprovements of public facilities and purchase of mach¡nery and equ¡pment.

The Mun¡cipality's obl¡gat¡ons long-term debt ret¡rements are appropriated and paid lrom resources accumulated

¡n the Debt Serv¡ce Fund (See Note 11).

The following is a summary of general and spec¡al obligation bonds of the Municipality as of June 30, 2015:

Type of obligel¡on and PurPo§e

C.oeral 0bl¡gation Bonds:

Properly Tar€6 lncome:

Gen€ralConsfucton

GeneralCocsfuclion

General C orstuclion

GeneralCo¡stuclion

Land Acquisilion

GeneralConstuclton

GeneralCorsfuclion

General Constuclion

General Corshrclion

Bural oeveloprnent - General Constuclion

Hural oeveloprnent - General Constuclion

Rural DeveloF¡eflt . General ComtucÍon

Toial Gáe.d Obl¡gations Bonds

Special Obligations Bonds. Property Tax€s

Sales and t se f axB:

General C onshrlion

Generai Cmstuclkm

Subtobl

Total Spec¡al Obligations Bonds

Toiál General a¡d Special Obl¡galioñs Bonds

l¡leresl Balance

Rate Amounl

4.81'Á -6.71"h $ 2,775,000

1.2trl" - 6.5ff/" 2,830,000

4.17% - 5.31% 3,845,000

4.17"/. - 5.31./" 1,345,000

4.17"/" - 5.31.n 2&5,000

1.379" - 5.689" 8,610,000

0.47"/" - 6.58¿ 8,600,000

4.e¡CP/o - 7.50'/0 18,240,000

3.0cP/" - 7.50% 2,117,331

4.25"/" 1,126,000

4.125L 758,000

4.0ff¿ 2,653,000

53,184,31

lratur¡ty

0ale

lssue

Dale

0rig¡nal

BoÍowin9

8,395,0m

4,020,000

5,200,000

1.7A,0m

370,000

10,620,000

r0,620,000

19,915,000

2,255,331

1,412,000

848,000

2,900,000

9,612,825

2,265,0m

1998

2m3

2ú4
2ú5
2m6

2006

2006

2009

2011

2m0

2m5

2005

2011

2011

2018

2Í27

ñá
m30

2ts0

2m1

2001

2035

20:16

20:30

20:15

2m5

2033

á36

3.00% - 7.500/" 9,u2,825

g.0O% - 7.50"/" 2.1ü,m

i 
,l,1,l9,825

I t,'t4s,825

$ 64,334,156

Variable interest rates on bonds are reviewed periodically by GDB and are based on lhe fluctuation of GDB's

we¡ghted average rate for its commercial paper program. Under this program, GDB issues commerc¡al paper: (1)

¡n lhe taxable and tax-exempt markets of the USA, and (2) to corporat¡ons having tax exemptions under the Puerto

Rico lndusfial lncentives Acts and, which qualify for benefits prov¡ded by the former Section 936 of the US lntemal

Revenue Code.

According to Sections 103 and 148 through 150 of the US lnternal Bevenue Code and Sections 1.148 through

1.150 of the US Treasury Regulation, the Mun¡cipality's lax-exempt bonds are subject to the aóitrage rebate

requirements. At June 30, 2015, the Municipality had no lederal arb¡trage liab¡lity on bonds since interest income

earned from the investment of unspenl bond proceeds were made in bank deposits that generate yields lower than

the rates applicable to the debt service payments.

Continue
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f 0. NONCURRENT LIABILITIES - conr¡nuat¡on

B. Legal D,ebt Limit and Legal Debt Margin

On March 9, 2009, the Commonwealth ol Puerto Hico approves Law Number 7 that provides for revision of the
valuation of property subiect lo laxat¡on and imposes special property taxes for the Commonwealth. The
Municipality debt limits are 10% ol valuation of property subject to taxation, plus the balance ol the special ad

valorem taxes in the Debt Service Fund. ln add¡t¡on, before any new bonds are issued, the revenues of the Debl
Service Fund should be sufficient to cover the projected debt service requirement. Additional legal debt marg¡n was

determ¡ne lor the ¡ssuance of the special obligat¡ons bonds that are paid through retent¡on made by the MRCC from

monthly advance ol annual property tax and subsidy send to the Municipal§.

C. Other Noncurreni Liabilities

Following are the other noncurrent l¡ab¡lities as of June 30, 2015 and corresponding change during the fiscal year:

DESCRIMON

Law Nurter 14&MRCC

Law Nurber 42-MRCC

Property Taxes - MRCC

CorpensaEd Absences

TOTAL

BALAI'ICE REn RÉ/IENTS BALNCE AI'OUNTS AIOUNTS

JULYI, NEW A¡¡D JUNE«}, DUEWIIHIN DUE AFIER

MI4 ISSUES ADJUSTI'ENTS 2015 ONE YEAR NEXÍ YEIR

$ 525,922 $ $ (29,215) s 496,707 $ 29,21s $ 467,492

396,976 (11,949) 38s,027 12,700 372,327

97,560 89,291 186,851 97,560 89,291

5,998,601 1,540,502 (1,2M,327) 6,334,776 3,806,959 2,527,817

$ 7,0r9,059 $ 1,629,793 $ (1,24s,491) $ 7,403,361 $ 3,%6,434 $ 3,456,927

Bonowing Íron MRCC

On July '1, 2007, the Municipal¡ty entered into a repayment agreement with the GDB and MHCC to repay the

uncollect¡ble property tax sale authorized by the enacted Law Number 1,16. The orig¡nal debt was $730,449 to be
paid during 25 years plus annual ¡nterest of 6.22ol".

On July 1, 2002, the Municipality entered into a repayment agreement with the GDB and MHCC lo repay the

uncollectible property tax sale aulhodzed by the enacted Law Number 42. The original debt was $492,779 to be
pa¡d during 30 years plus annual ¡nterest ol 6.1875%.

Property Taxes - IIBCC

This amount represents the Property Taxes Liqu¡dat¡on for fiscal years 2013-2014 and 2014-2015 to be repaid

during fiscal years 2015-2016 and 2016-2017.

Claims and Judgments

This amount represents lhe amount accrued for possible claims aris¡ng from l¡tigat¡ons as recommended by the
Mun¡c¡pal¡ty's anomeys and classified as due after one year. Only claims is presented as due w¡th¡n one year when
the Municipal Legislature approved il ¡n the next fiscal year budget.

Compensated Absences

This amount represents the est¡mated accrued vacat¡on benefits, accrued sick leave benefits and payroll related

benefits, representing lhe Municipality's commitment to fund such costs from future operat¡ons.

Confnue
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,l0. 
NONCURRENT LIABILITIES - cont¡nuat¡on

D. Changes in Noncunent Liabilities

The following is a summary of changes in long{erm debts for the year ended June 30, 2015:

E. D,ebt Compliance

There are a number of lim¡tat¡ons and restr¡ct¡ons conta¡ned ¡n the various bond indentures. The Municipality

believes it is in compliance with all signilicant limitations and restrictions.

11. DEBTRETIREMENT

Revenues of the Debt Service Fund cons¡sts of ihe ad-valorem property taxes wh¡ch are recognized as revenue when

collected from taxpayers and reported by the MHCC of the Commonwealth of Puerto R¡co to the Municipality (See Note

12\.

These property taxes are accumulated by the MRCC ¡n costs of the general obligations bonds issued by the Municipality

(See Note 10). Payments are made to the GDB from such accumulated lunds by the MBCC.

Continue
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DESCRIPTION

General Obligatons Bonds

Spec¡al Obligaüons Bonds

Net Pension Liability

Oürer Obligatons

TOTAL

BALANCE

JULY 1,

2014

$ 55,900,331

1't,407,825

82,118,645

7,019,059

$ 156,445,860

NEW

ISS UE

u,uro,orÁ
1,629,793

$ 8,304,271

BETIREMENTS

AND

ADJUSTMENTS

$ (2,7r6,000)

(258,000)

(704,919)

(1,245,491)

§.__11É4¡t_q)

BALAiICE

JUNE 30,

20 t5

$ 53,184,331

1't,149,825

88,088,204

7,403,361

$ 159,825,721

Ail0Ul{fS
OUE WITHIN

ONE YEAR

$ 2,335,000

281,000

3,946,434

, uaur*-

AI,IOUNTS

DUE AFTER

NEXT YEAR

$ 50,849,331

10,868,825

88,088,204

3,456,927

$ 153,26s,287

The annual requ¡rements to amortize lhe noncurrent l¡ab¡l¡ties outstanding as ol June 30, 20'15 are as follows:

Gener¡l obl¡gatio¡ Bonds Spec¡ál obligalion Bonds & l{ole other Noncurrent 0bligat¡ons

YEAR ENDING

JUNE 30,

2016

2017

2018

2019

2020

2021-2425

2026-2A30

2031-2035

2036.2010

Unmaúred

TOTAL

PR II,I CIPAL

PAYIiIENT

s 2,335,000

2,486,000

2,645,000

2,815,000

2,138,000

12,654,000

15,521,000

10,849,000

1,741,331

INTENESf

PAYiI EIIT

§ 3,228,512

3,082,831

2,927,246

2,760,939

2,611,244

10,925,259

6,590,378

2,263,218

78,424

PRINCIPAL

PAYiIENf

$ 281,000

299,000

322,000

345,000

369,000

2,270,000

3,222,000

3,710,825

331,000

INTEREST

PAYIENT

s 827,839

806,838

784,150

759,775

733,713

3,223,752

2.180,375

752,056

27,938

PRINCIPAL

PAYiIENI

$ 3,946,434

2,65S,820

43,561

44,462

45,420

243,715

278,494

141,455

88,088,204

INTERESI TOTAL

PAYIIENT PFINCIPAL II{TEREST

$ 36,066 S 6,s62,434 $ 4,092,417

34,536 5,444,820 3,924,205

32,956 3,010,561 3,744,352

31,324 3,201,462 3,552,038

29,635 2,552,420 3,374,592

120,583 15,167,715 14.269.594

67,518 19,021,494 8,838,271

10,053 14,701,280 3,025,327

- 2,072,331 106,362

- 88,088,204

s53,184,331 ¡ 34,168,0s1 S 11,149,82s ¡ 10,096,436 t 95,491,565 S 362,571 3159,825,721 ¡ 14,92?,158
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11. DEBT RETIREIIENT - co¡rtinration

As per Act Numbe|l8 ol 2014 was created the 'Law of Municipal Administrat¡on Fund (MAF)" to establish a special

fund called the Municipal Adminisfation, authorize municipal¡t¡es to pledge the funds deposited in lhe Local Govemment
Fund to which they are to secure lhe repayment of any loan, bond, note or other evidence of indebtedness, which are

the source of repayment funds deposited in the Special Fund and to meet any expend¡ture budget ol the municipality

and the municipal¡ty any activity or project, authorize the Government Development Bank for Puerto Hico to make

disbursements for purposes set out ¡n th¡s Acl.

This measure is intended, f¡rst, to strengthen the l¡nanc¡al capac¡ty of the Corporation Tax Fund of Puerto Bico (COFINA,

by Spanish acronyms), establ¡shed under Law No. 9'l-2006, as amended, known as the "Law Fund of Sales and Usage

Taxes", adjusting the sales and usage taxes (SUT) by increasing the state port¡on to 6.0% while the mun¡c¡pal SUT is

reduced to 1.0%, effective February 1, 2014.

Through this legislation a mechanism under which the SUT collections entilled to receive the Commonwealth ol Puerto

R¡co each f¡scal year, after comply¡ng with the deposits in the Tax Fund requires by Act No. 91-2006, shall be deposited

in a special lund created for the benefil of, and ass¡gned to lhe municipalities. This special fund is called the'Local
Govemment Fund" ('LGF'), which will be guarded by the Govemmenl Development Bank of Puerto Hico.

Also, on February 1, 2014 was enacted the Act No. 19 that creates the Mun¡c¡pal Financing Corporat¡on (COFIM, by

Spanish acronyms). The COFIM, attached lo the Govemment Development Bank (GDB), with the powerto issue bonds

or use olher mechan¡sms to pay or refinance debt incuned by municipalities, the payment of pr¡nc¡pal and interest ¡s

backed by the municipal SUT.

ln addition, create the Redemption Fund of COFIM, to wh¡ch the resources of the existing Municipal Fund Redemption

will be transfened effective February 1, 2014, and facilitated the distribut¡on of lunds from the Municipal Hedemption

Fund, the Municipal Development Fund and the Municipal lmprovement Fund. Provides that the first proceeds of the

municipal SUT ol 1'lo shall be collected by the Treasury Department and deposited directly into the Redemption Fund

ol COFIM. Provides that bonds and notes issued by the COFIM be payable and secured bythe pledge of a fixed amount,

or municipal SUT conesponding to a fixed rate of 0.3% has been collected during the previous fiscal year, whichever is

greater.

12. PROPERÍYTAXES

The Municipality is authorized by Act No. 81 to impose and collect property taxes lrom any natural or legal person that,

at January lsrol each calendar year: (1) is engaged ¡n trade or business and is the owner ol personal or real propefi
used in fade or bus¡ness, or (2) owns residential real property with a value in excess of $15,000 (at 1957 market price).

The MBCC is responsible for the assessmenl of all real and personal property located with¡n the Municipality and for
the levy, admin¡strat¡on and collection ol the conesponding tax contribut¡on. Beal property taxes are assessed by the

MRCC as January lstof each year.

The personal property tax ¡s self-assessed by the taxpayer on a return, wh¡ch ¡s to be liled and paid in full by l\ilay 15 of

each year with the MRCC and based on curent values as of December 31 of previous year. Heal property tax ¡s

assessed by the MRCC on each p¡ece of real estate and on each building or residence. Tle property tax contr¡bulion

is levied each year over the appraised value of the real property at the beginning of the calendar year. The real property

assessment is based on the current value ex¡sting ¡n the year 1957.
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12. PROPERTY TAXES - continuation

The MRCC is responsible for lhe billing of real property taxes and collect¡ons of both, personal and real property taxes

on behalf of all the mun¡c¡patities of Puerto Rico. Prior to the beg¡nn¡ng of each fiscal year, the MRCC informs the

Mun¡cipality of the estimated amount of property taxes expected to be collected for the ensuing fiscal year. Throughout

the year, the MRCC advances funds to the Municipality based on the in¡tial estimated collect¡ons. The MHCC ¡s requ¡red

by law to prepare a settlement statement on a f¡scal year basis, whereby a compar¡son is made between the amounts

advanced to the Munic¡pal¡ty and amounts aclually collected from taxpayers. This settlement has lo be completed on a

prel¡m¡nary bas¡s not later than three months atterfiscal year-end, and a f¡nal settlement made not later than six months

after year-end. lf the MRCC remits to the lvlun¡c¡pality property taxes advances, wh¡ch are less than the tax actually

collected, a rece¡vable from the MRCC is recorded at June 30. However, if advances exceed the amount actually

collected, a borrow¡ng from MBCC is recorded at June 30. The ditference between the advances and the final settlement

from MRCC for the fiscal year 2015 is pending of final determination.

The tax rate for fiscal year 2015 ¡s 8.83% lor real property and 6.83% for personal property of which 1.03% of both are

for the redempt¡on of public debt issued by the Commonwealth of Puerto Rico and 7.80% and 5.80%, respectively,

belong to the Municipality. The Commonwealth ol Puerto B¡co also contr¡butes an annual tax rate of 0.20ol" of the

property iax collected. Taxpayers pay 8.63% for real property and 6.63% for personal property and the remaining 0.20%

is paid by the Commonwealth's Secretary of the Treasury as a subsidy. As part of Act No. 83 of August 30, '1991, as

amended, the exempt amount to be paid by the Puerto Rico Secretary of the Treasury to the Municipal¡ty was frozen

as ol January 1, 1992. The remaining percentage ¡s distributed as follows: (a) 6.00% and 4.00o/", respectively,

represents the Municipality's basic tax rate lhat ¡s appropriated for generalpurposes and therefore accounted forthrough

the general fund. A portion of such amount is deposited in an equalization fund together with a percentage of the net

revenues of the Puerto B¡co elecfon¡c lottery and a subsidy from the Commonwealth of Puerto Rico. The remaining

portion belong¡ng to the Municipality of 1.80o/" represents lhe ad-valorem property taxes withheld by the MRCC and

restricted for debt service, which is accounted for through the debt serv¡ce fund (See Note 11). The Munic¡pal¡ty hasn't

reached the maximum statutory tax rate limit for the bas¡c tax while there is no limitation for the ad-valorem tax rate.

As previously mentioned, on March 9, 2009, the Commonwealth of Puerto Bico approves Law Number 7 that provides

for revision of the valuat¡on of property subject to taxat¡on and ¡mposes special property taxes for the Commonwealth.

The effect of this Law was an increase ¡n the valuation of the real properties and ¡n the exemption granted for the

residential un¡ts occupied by the¡r owners by multiply both amount by ten. Accord¡ngly, the residential units occupied by

their owners are exempl from real property taxes on the first $150,000 assessed value. For such exempted amounts,

the Puerto Rico Secretary of the Treasury assumes payment of the basic tax to the Municipality (6.00%), except lor

residential un¡ts assessed at less than $35,000 on wh¡ch a complete exemption is granted. As part of Law No. 83 of

August 30, 1991, as amended, the exempt amount to be paid by the Puerio R¡co Secretary of the Treasury to the

Mun¡cipality was frozen as of January'1, 1992. The Municipal Bevenue Collection Center, instead of the property

taxpayer, becomes the source of payment in these cases.

ln addit¡on, the law grants a complete exemption from personal property taxes up to an assessment value of $50,000

to reta¡lers w¡th an annual nel sales volume of less than $150,000. The MRCC advances to the Mun¡c¡pal¡ty, on monthly

payments, 1OO% of the contribution assessed over property lor each fiscal year. ln accordance to Law, these advances

w¡ll be contributions by the MRCC from taxpayers. The MRCC period¡cally ¡nforms to the Mun¡cipality the amounts

collected from taxpayers and applied to outstanding advances.

The Municipal¡ty records as revenue ¡n the general fund the property tax confibution when received from monthly

advances from MRCC. Due to the fact that collect¡ons of property tax are appl¡ed to the advances of property lax paid

by the MRCC, the amort¡zat¡on of the advance at end of year was not ava¡lable due to that is in process of verif¡cat¡on

by external auditors.

The f¡scal ¡mpact for the future years has not been determined by the Mun¡cipality's management.

Continue
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13. VOLUME OF BUSINESS TAXES

The volume of bus¡ness taxes ¡s levied each year based on lhe prior yea/s gross revenues for all commercial and

¡ndustrial organizations doing business in the Mun¡c¡pality and which are not totally or partially exempt from th¡s tax

under the lndustrial lncentives Acts of the Commonwealth of Puerto Rico. Th¡s ¡s a self-assessed tax based on the

business volume in gross sales as shown in the tax retum that is due five working days after April 15 of each year.

Entities with sales volume of $3.0 million or more must ¡nclude audited financial statements together with the tax return.

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

a. 1 .50o/" for financial institutions and savings and loan associations.

b. 0.50% for all other organizations.

Taxes are payable in tlvo equal semi-annual installments on July 1 and January 1 follow¡ng the date of levy. lf they are

pa¡d with declarat¡on on or before lhe due date, the taxpayer ¡s granted a 5% of d¡scount. The volume of business tax
receivable represents filed tax returns that were uncollected as of June 30, 2015. Collect¡ons of taxes during current

f¡scal year correspond¡ng of the tax retum based on the prior year gross sales are applicable to the next f¡scal year and

recorded as defened revenues in the General Fund.

14. SALES AND USAGE TAXES

Municipality imposes a Sales and Usage Taxes of 1.5olo (1.0ol" collected and belong to the Municipality and 0.5%

collected by the Puerto Rico Secretary of the Treasury) on the sales price of a taxable ¡tem or on the purchase price of

all usage, storage or consumption of a taxable ¡tem. All merchants requ¡red to collect the Sales and Usage Taxes, are

required to file a monthly Sales and Use Tax Retum Form, no laterthan the 10h of the following month from the month

being reported. The Act also provides for restrictions on the use of the resources (¡nclud¡ng the 0.5% collected by the
Puerto Bico Secrelary ol Treasury) to be invested in solid waste and recycling programs, cap¡tal ¡mprovements and

health and publ¡c safety costs.

The amount collected by the Puerto Rico Secretary of Treasury will be deposited in accounts or special funds in GDB,

subject to restr¡ctions imposed and distributed as follows:

a. 0.2% will be deposited in a'Municipal Development Fund'to finance costs as restricted by the Act;

b. 0.2ol" will be depos¡ted ¡n a "Mun¡c¡pal Bedempt¡on Fund' to f¡nance loans to munic¡pal¡t¡es subject to
restrictions imposed by the Act; and

c. 0.1% will be deposited in a "Municipal lmprovement Fund'to finance capilal improvement projects. These

funds will be distributed based on legislation from the Commonwealth's Legislature.

Sales tax receivable represents f¡led sales tax returns that were collected subsequent to June 30, 2015, but perta¡n¡ng

to the current year period.

As per Ordinance Number 1, Series 2007-2008, the Municipality authorized that one th¡rd (1/3) of the sales taxes
collected should be appropriated for the ¡nvestment of Eligible Activities and lnfrastructure Fund created by Ordinance
Number ¿14, Series 2006-2007.

As per Act Number 18 of 2014 was created the "Law of Municipal Adm¡nistration Fund (MAF)" to establish a special

fund called the Municipal Adminiskation, authorize municipalities to pledge the fundsdepos¡ted ¡n the Local Government
Fund to wh¡ch they are to secure the repaynent of any loan, bond, note or other evidence of indebtedness, which are

the source of repayment funds deposited in the Special Fund and to meet any expenditure budget of the mun¡c¡pal¡ty

and the municipality any act¡v¡ty or proiect, authorize the Government Development Bank for Puerto R¡co to make

disbursements for purposes set out ¡n th¡s Act.

Co¡linue
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14. SALES AND USAGE TAXES - continuation

This measure ¡s ¡ntended, f¡rst, to strengthen the linanc¡al capacity of the Corporation Tax Fund of Puerto Hico (COFINA,

by Spanish acronyms), establ¡shed under Law No. 91-2006, as amended, known as the "Law Fund of Sales and Usage

Taxes", adjusting the sales and usage taxes (SUT) by increasing the state port¡on to 6.0% while the municipal SUT is

reduced to 1.0%, effective February 1,2014.

Through this legislation a mechanism under wh¡ch the SUT collections ent¡tled to receive the Commonweatth of Puerto

Rico each fiscal year, afler complying with the deposits in the Tax Fund requires by Act No. 91-2006, shall be deposited

in a special fund created for ihe benef¡t of, and assigned to the mun¡c¡pal¡ties. Th¡s special fund is called the "Local

Government Fund" ("LGF"), wh¡ch will be guarded by the Government Development Bank of Puerto Rico.

Also, on February 1,20'14 was enacted the Act No. 19 that creates the Municipal Financing Corporat¡on (CoF|M, by

Spanish acronyms). The COFIM, attached to the Govemment Development Bank (GDB), with the power to issue bonds

or use other mechanisms to pay or refinance debt incuned by municipalities, the payment of princ¡pal and ¡nterest ¡s

backed by the munic¡pal SUT.

ln addition, create the Redemption Fund of COFIM, to wh¡ch the resources of the existing Mun¡cipal Fund Redemption

will be transfened effect¡ve February 1,2014, and fac¡litated the d¡stribution of funds from the Municipal Hedemption

Fund, the Mun¡cipal Development Fund and the Municipal lmprovement Fund. Provides that the first proceeds of the

municipal SUT of 1% shall be collected by the Puerto Rico Treasury Depanment and deposited direclly ¡nto the

Redempt¡on Fund of COFIM. Provides that bonds and notes issued by the COFIM be payable and secured by the

pledge of a fixed amount, or mun¡cipal SUT conesponding to a fixed rate of 0.3% has been collected during the previous

fiscal year, whichever is grealer.

15. CONSTRUCTION EXCISE TAXES

Municipality imposes and collects mun¡cipal construction excise taxes to most natural and legal persons and any

govemmental instrumental¡ty that carry oul activil¡es related to construct¡on, expansion, major repairs, relocations,

alterations and other types of permanent improvements to res¡dential, commerc¡al and industrial buildings, and any

structures w¡thin the territor¡al area of the Munic¡pal¡ty. The tax is also appl¡cable to infrastructure projects, the installation

of machinery, equipment and fixtures, and other types of construction-related activities.

The construct¡on excise tax generally is a self-assessed tax imposed over the cost of the project, net of certain

exemptions such as the costs associated with the acquisition of land, existing buildings and improvements, project

design and other engineering fees, licenses and perm¡ts, consult¡ng and legal fees. The tax ¡s paid by the taxpayer

before the beginning of the construction proiect. The activ¡ties covers by this tax and lhe exempt¡on granted are as

follows:

a. All construct¡on of a single-family res¡dent¡alconstruct¡on projects not related to housing development proiects,

condominiums, or any s¡m¡lar projects, w¡th a total cost exceeding $50,000, will pay 57o of construction exc¡se

taxes. This project is exempt of the construction exc¡se taxes for the f¡r§ $50,000 ol the project construction

costs.

b. All construclion proiects related to improvement to a single-family residential using as principal residence are

exempt of the construct¡on excise taxes for the first $10,000 of the project construcl¡on costs. The swimming

pool ¡s not considered and ¡mprovement to a single{amily res¡dential, accordingly, ¡s not exempt of the

construction exc¡se taxes.

c. All construct¡on projects carried out by ph¡losophic and humanistic organization have full exemption to the

construction exc¡se taxes.
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16. INTERGOVERNMENTAL REVENUES, FEDEHAL AND STATE GRANTS AND SUBSIDIES

d. All construct¡on projects carried out by state, federal and municipal govemments have full exemption to the

construction excise taxes if such projects are performed by administration.

e. All commercial projects in Urban Center of the Municipality should pa¡d l.5ol" of construct¡on exc¡se taxes. All

residential projects in Urban Center have full exemption, ¡ncluding second plant to ex¡st¡ng residential or

commercial bu¡ld¡ngs to be used as soc¡al ¡nterest residential.

lntergovernmental revenues cons¡st primarily of funds received Írom the Commonwealth, "in lieu ol tax'payments Írom

the Quasi-public Corporat¡on, Puerlo R¡co Electric Power Author¡ty (PREPA), and financial assislance received from

state governments. lntergovemmenlal revenues are accounted for through the General Fund because they are not

restr¡cted for specif¡c purpose.

Grants and subsid¡es received from the Commonwealth and federal agencies include, among others, a general subs¡dy

for urban development and capital ¡mprovements. lntergovemmental revenues are accounted for through the General

Fund excepl for those directly related to urban development and cap¡tal ¡mprovements, wh¡ch are accounted for through

the Special Revenues and the Cap¡tal Project Funds. Federal Financial Awards are recorded in the General Fund,

Spec¡al Revenue Fund, Capital Pojects Funds, and Health and Human Services Fund.

PENSION PLAN

Desüiption ot the Plan

Employees of the Munic¡pal¡ty part¡cipate in the Employee's Ret¡rement System ol the Government of the

Commonwealth of Puerto Rico (ERS) adm¡n¡stered by the Puerto R¡co Govemment Employees and Jud¡ciary

Ret¡rement Systems Adm¡n¡stration. The ERS is cost-sharing multiple-employer def¡ned benefit penslon plan sponsored

by the Commonwealth under the Act No. 2147, approved on May 15, 1951, as amended. The ERS ¡s a pension trust of

lhe Commonwealth. All qualified permanent and probationary employees of the Commonwealth and ¡ts ¡nstrumental¡ties

and of certain mun¡c¡palit¡es and components units not covered by the¡r own retirement systems are el¡g¡ble to participate

in the EBS. As of June 30, 2015, there were 215 part¡c¡pating employers. The ERS, as a governmenlal ret¡rement plan,

is excluded from the provisions of the Employee Retirement lncome Security Act of 1974 (ERISA).

ERS ¡s a mature ret¡remenl system w¡th a sign¡ficant retiree population. Based on the statutory funding requirements

pr¡or to Act No. 3, enacted on April 4, 2013, the annual benefit payments and adm¡n¡strative expenses pa¡d by the

system were s¡gn¡f¡cantly larger than the member and employer contr¡butions made to the system. Thus investment

¡ncome must have been used to cover this negative cash flow and assets were projected to become exhausted by the

end of this decade. Act No. 3 and Act No. 32 ol 2014 (as amended by Act No. 2,14 of 20.14) prov¡ded for significant

pension reforms and additional contributions to the ERS to counter the imm¡nent expected asset exhaustion.

Certain provisions are different for the three groups ol members who entered the ERS prior to July 1 , 2013 as described

below:

. Members of Act No. 447 are generally those members hired before April 1, 1990 (Def¡ned Benef¡t Program)

. Members of Act No. 1 are generally those members h¡red on or after April 1, 1990 and on or before December

31, 1999 (Defined Contr¡but¡on Program)

. Members of Act No. 305 are generally those members hired on or after January 1, 2000 and on or before June

30, 2013 (Def¡ne Contribution Hybrid Program). Each member has a no forfe¡table r¡ght to the value of h¡s/her

account. Members have three opt¡ons to ¡nvest their contr¡butions. lnvestment income is cred¡ted to the

membe/s account semiannually. The Commonwealth does not guarantee benefits at retirement age.

17.
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17. PENSION PLAN - cont¡uat¡on

All regular employees h¡red for the f¡rst l¡me on or after July 1, 2013, and former employees who part¡c¡pated in the
Defined Benefit Program and the Define Contribution Hybrid Program, and were rehired on or afterJuly 1, 2013, become
members of the Define Contribution Hybrid Program as a cond¡t¡on to their employment. ln addition, employees who at
June 30, 2013, were partic¡pants of previous programs w¡ll become part of the Del¡ne Contr¡bution Hybrid Program.

Each member has a no lorfe¡table right to the value of h¡S/her contribut¡ons lo lhe Def¡ne Contribution Hybr¡d Program.
The assets of the Define Benefit Program, the Define Contribution Program and the Define Contribution Hybrid Program
are pooled and invested by the ERS. Fulure benefit payments w¡ll be pa¡d lrom the same pool of assets. ln addit¡on,
employers' contributions for members hired on or afler January 1, 2000 will be used by the ERS to reduce the unlunded
status of the Define Benelit Program.

As of June 30, 2014, the ERS has an unfunded actuarial accrued liabitity (UML) of approximately $30,220 million,
represent¡ng a 3. 10% funding ratio. ln the op¡n¡on of management and based on informat¡on prepared by consult¡ng
actuar¡es, ¡t ¡s est¡mated that starting ¡n fiscal year 2015, the ERS's assets w¡ll be less than ¡ts obl¡gat¡ons (including
bonds payable but excluding ¡ts UML) resulting in a defic¡t net posit¡on. ln addition, annual cash flow estimates for the
foreseeable future are presently est¡mated to continue to reduce the net pos¡t¡on unless other measures are taken.

The eslimale of when the ERS's net position will become a delicit and when ¡ts assets would be exhausted is based on
s¡gnilicant assumpt¡ons, including the rate of return on inveslments, the amount and tim¡ng of collect¡ons from the
Commonwealth for the member, employer confibutions and the employer add¡t¡onal contribution (Act No. 32), which as
discussed below, was est¡mated in $120.0 million for fiscal year 2014 and $352.0 million annually through fiscal year
2032, as well as the estimated part¡c¡pant benef¡ts and the ERS's administrat¡ve expenses to be paid each year.

To improve the liquidity and solvency of the ERS, the Commonweallh enacled Act No. 32 of June 25, 2013, which
provides for ¡ncremental annual contributions (Add¡l¡onal Uniform Contribution) of $'120.0 mill¡on lrom the
Commonwealth General Fund, public corporations and municipalities beginning in liscal year 2014 and lrom all
employers $352.0 million annually through fiscal year 2032. This additional conlnbut¡on will be determined annually
based on actuarial studies to be performed by the ERS's actuaries. The 2014 budgetary appropriat¡on forsuch additional
contr¡but¡on of approx¡mately $120.0 million was included in the Commonwealth, publ¡c corporations and municipalities
for the fiscal yeat 2014. However, as a result of budgetary constraints at the present time only $14.9 million was paid
by the Commonwealth and 20.5 million paid by public corporations and municipalit¡es dur¡ng fiscal year 2014. The
additional contribution for the fiscal year 2015 was $27.0 million paid by the Commonwealth and $27.0 mill¡on paid by
public corporations and municipalities.

The projected Addil¡onal Un¡lorm Contr¡bution forfiscalyear 2016 and subsequenl years has increased to approximately
$352.0 million (of which approximately $216.0 mill¡on corresponds to the Commonwealth's central govemment, to be
funded from the General Fund and the remaining portion corresponds to the partic¡pat¡ng public corporations and
munic¡palities). The ERS's actuades are currently updat¡ng the projected Additional Uniform Contribution for fiscal year
2017 and beyond.

lf lhe Commonwealth's financial condition does not ¡mprove as a resull ol fiscal and budgetary measures ¡t ¡s taking,
¡ts ab¡l¡ty to repay its obligations, including its regular employer contribut¡ons to the EBS and ¡ts additional contribution
as provided by Act No. 32, for the upcoming years, may continue to be adversely affected, and could also affect the
payment of benef¡ts and the repayment of the ERS's bond payable.

Conünue
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f 7. PENSION PLAN - cont¡nuation

Act No. 70 established a program that provides benef¡ts for early retirement or econom¡c ¡ncent¡ves for voluntary

employment termination to eligible employees, as defined. Act No. 70 also establishes that early retirement benef¡ts w¡ll

be provided to eligible employees that have completed between l5 to 29 years of creditable services and w¡ll consist of

monthly benefits rang¡ng from 37.5'k lo 50"/. of each employees' monthly salary. Benefits under this program will be

paid by the General Fund of the Commonwealth and by the publ¡c corporations, covering their respect¡ve employees

unt¡l the plan member reaches the later ol age 55 for members under Acl No. ,l47 or age 65 for members under Act 1,

orthe date the plan member would have completed 30 years of serv¡ce had the member continued its employment. The

ERS will be respons¡ble for benefit payments afterwards. ln add¡t¡on, the General Fund and the public corporations will

also be required to make the required contribut¡ons to the ERS. As of June 30, 2013, the ERS has recorded a liability

of approximately $16 m¡llion for its responsibility as an employer under Act No. 70. Furthermore, Act No. 3 was enacted

on April 4, 2013, amended the Act No. ,147 for the purpose ol establishing a major reform of the ERS effective on July

1, 2013. Employees participating ¡n the current system (EHS) should be retired as of June 30 2013 ¡n order to obtain

the current benef¡ts. Also, Act No. 3 amended the Act No. 305 ol September 24, '1999 that's created a Defined

Contribution Hybrid Program known as System 2000, incorporat¡ng the provisions of the System 2000 to Chapter 5 of

thE ERS.

Act No.3 is a dynamic SO-year plan that is des¡gned to prov¡de enough cash for ERS to be able to make full Basic

System Benefit payments as lhey come due, to pay the new lower System Administered Benefits, and to pay debt

service on the pension obligation. The reforms enacted through Act No. 3, by design, is a very long term plan, and

constant monitoring will be needed to make sure the ERS stays on track. Actual experience may turn out betler or worse

than expected, thus future adjustments may be needed. Receipt of the Addit¡onal Un¡form Contr¡but¡on under Act No.

32 (as amended by Act No. 2,t4) ¡s crit¡cal to the EBS's ability to make payments as they come due.

Follow are the principal amendment of Act No. tf47 by Act No. 3:

Chapter 3 of the Act No. ,147, established the following date of ret¡rement:

(a) General Rule - The first day of the month that coincides with or is subsequent to the date that the part¡c¡pant

of the program reaches the age ol sixty (60), except as provided in clause (b) of th¡s subsection.

(b) Public Officers in High-Hisk Posit¡ons- ln the case of Public Officers in High-Risk Pos¡t¡ons, ¡t shall mean the

f¡rst day of the month that coincides with or is subsequent to the date that the Partic¡pant reaches the age of

fifty-five (55) years. (Public Odicers in High-Risk Positions shall mean the Commonwealth of Puerto Rico

Police, the Municipal Police, the Commonwealth F¡refighter Corps, the Municipal Firefighter Corps, and the

Custody Off icers Corps.)

(c) Effectiveness of these provisions: the normal date ol retirement established in subsections (a) and (b) of this

defin¡tion shall be ¡n force unt¡l June 30, 2013.

Retirement aqe for particioants who ioined oublic service after June 30. 2013. The retirement age shall be 67 years,

excepl in the case of Public Officers in H¡gh-Bisk Positions, for whom it shall be fit$ eight (58) years.

Pañicipant of the Prcyam

Shall mean, until June 30, 2013, every person for whom the Adm¡nisfator mainta¡ns an account under the Ret¡rement

Sav¡ngs Account Program pursuant to the prov¡s¡ons of Chapter 3 ol Act No. 447. Beginning on July 1, 2013, it shall

mean every person for whom the Administrator mainta¡ns an account under the Defined Contribution Hybrid Program

pursuant to the provis¡ons of Chapter 5 of th¡s Acl.

72



Coir roNwEALTH oF PUERTo Brco NOTES TO THE BASIC FINANCIAL STATEiTENTS

17. PENSION PLAN - continuat¡on

The membership of the System shall be constituted by every person who holds a regular pos¡t¡on as a career, lrust,

temporary employee or w¡th probat¡onary personnel status ¡n any executive department, agency, admin¡stration, board,

commission, office, or ¡nstrumentality ol the Executive Branch, by the Justices of the Peace, the regular employees and

officials of the Judiciary Branch, and by all regular ofiic¡als and employees of the munic¡palit¡es, including the mayors.

Temporary municipal employees shall not pan¡cipate ¡n lhe Betirement System.

Membership ¡n the Betirement System shall be optional for the Governor of Puerto Rico, for all the Secretaries of

Government, heads of public agenc¡es and ¡nstrumentalit¡es, the Governor's aides, the members of commissions and

boards appointed by the Governor, the members of the Legislative Assembly of Puerto Bico, for the employees and

officials of the Legislative Assembly of Puerto Rico, the Office of Legislat¡ve Services and the office of the

Superintendent of the Capitol, and the Compfoller of Puerto Bico. These officials may, at any time, request to be

discharged from, or readmitted ¡nto the System. The period of services rendered to the Government while separated

from the System, shall be credited as creditable service, provided said officials pay the individual and employer

contr¡butions, plus ¡nterest, that correspond to the per¡od of separation, to the system.

As of July l, 20'13, every employee who ¡s a participant of the System, including mayors, regardless of the date when

he/she was first appo¡nted to the Govemment of the Commonwealth of Puerto R¡co, ¡ts ¡nstrumentalities, mun¡cipalit¡es

or participat¡ng employers of the System, shall become part of the Defined Contr¡bution Hybrid Program.

Notw¡thstanding the fact that a superannuation retiremenl annuity is payable for life, ¡f annuitants return to the serv¡ce,

the payment of their annu¡ty shall be suspended. After an annuitant separates from service, payment of the suspended

annuis shall resume and he/she shall also have the option to w¡thdraw the contribut¡ons made since the date he/she

returned to service up until he/she separates lrom service if, after return¡ng to service, he/she worked less than five (5)

years or accrued contr¡butions for less than ten thousand dollars ($10,0it0). ln the event the annuitant worked f¡ve (5)

years or more and contributed ten thousand dollars ($10,000)or more, after returning to service, he/she shall be entitled,

afler his/her separation from service and after reaching the age established in Section 5-110 of Act No. 447, to rece¡ve

an additional annu¡ty computed pursuant to Section 5-110 of this Act, on the bas¡s of the contributions made since the

date said annuitant returned to seruice unt¡l h¡s/her separation from ¡t.

Annuity for Years ol Service

As per Act No. 3, retirement shall be optional for new parlicipants loining the Syslem for the firsl t¡me after Apr¡l 1, 1990,

as of the date in wh¡ch they reach the age of s¡xtyjive (65), have completed a m¡n¡mum of ten (10) years of accred¡ted

services and have not requested or received the re¡mbursement from the accrued contr¡butions. The amount of the

annuity shall be one point five percent (1.5"/4 of the average compensat¡on multipl¡ed by the years of accrediled

services. However, a minimum pension of five hundred dollars ($500) per month, eflective July 1, 2013, ¡s hereby fixed

for those participants who ret¡red in accordance with the provisions of this Chapter 2. Every pensioner who receives a

pension of less than five hundred dollars ($500) per month shall receive, effective July 1,2013, the ¡ncrease required

for his/her pension to be five hundred dollars ($500).

Public Officers in High-R¡sk Pos¡tions may voluntarily opt to ret¡re after reaching the age of fif§-five (55) and thirty (30)

years of service. Hetirement shall be mandatory on the date the partic¡pant reaches both thirty (30) years of service and

the age of fifty-eight (58). Prov¡ded, that the Super¡ntendent of the Puerto Bico Police, the Chief of the F¡ref¡ghter Corps

or the correspond¡ng appo¡nling authority may grant dispensations author¡zing members of lhis group to wok for an

additional maximum period ol two (2) years performing the funct¡ons ass¡gned to them; provided that the¡r health and

safety are not comprom¡sed. Such a request for dispensation shall be made by the member, not later than n¡nety (90)

days before h¡s/her ret¡rement date. lt ¡s hereby provided that the Superintendent of the Puerto Rico Police, the Chief

of the Firefighter Corps or the conesponding appointing author¡ty shall make lhe necessary regulatory provisions to

comply with this Acl. 
"onon,"
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17. PENSION PLAN - continuation

Ret¡rement shall be optional for the members of the System ¡n active seN¡ce, on and after the date they have attained
the age ol f¡ftyJ¡ve (55) years and have completed at leasl lwenty-five (25) years of cred¡table service; and lor members
of the System who having reached the age of fifty-e¡ght (58) years, and have completed at leasl ten (10) years of
creditable serv¡ce. The members ol the Police Corps or the Firefighting Corps shall also have the option to avail
themselves of a retirement annu¡ty on and after the date on wh¡ch they have atlained the age of fifty (50) years and
have completed at least twenty-five (25) years of creditable service.

Any participant whose separation from the service occurs prior to hav¡ng attained the age of fifty-eight (58) years, who
shall have completed at least ten (10) years ol creditable service, and who shall have not applied for, nor received
reimbunement of accumulated contr¡butions shall be entilled to receive a delened retirement annu¡ly. Said participants

shall receive a delerred ret¡rement annuity which shall commence upon atta¡n¡ng the age of lifty eight (58) years or after
attaining the age of fifty (50) years in the case of policemen or firemen, and fifty-l¡ve (55) years ¡n the case of the other
part¡cipants, if they have completed at leasl twenty-f¡ve (25) years ol serv¡ce ¡n one case or lhe other.

Benefits Provided

The amount of the annuity shall be one and one-half percent (1.50"/") of the average compensation mullipl¡ed by the
number ol years of creditable service up to twenty (20) years, plus lwo percenl (2%) of the average compensation
multiplied by the number ol years ol creditable service in excess of twenty (20) years. Said annuity shall be payable in
full to the members who retire at the age ol fifty-e¡ght (58) years or more, and to the members of the Police Corps [or]
the Firefighting Corps who retire at the age ol fifty (50) years or more and who have completed at least twenty.f¡ve (25)
years of creditable service.

Merit Annuity - Plan members are eligible for merit annuity with a minimum of 30 years or more of credited service. The
annuity for which the plan member is el¡gible is l¡mited lo a minimum of 65% and a max¡mum of 75% of the average
compensat¡on. As a result of the enactment of Act No. 3 of April 4, 20'13, effect¡ve July 1, 2013, mer¡t annuities will no
longer be available to participants who loined the ERS after April 1, 1990.

Defened Retirement Annuity - A part¡cipating employee who ceases to be an employee of the Commonwealth after
hav¡ng accumulated a minimum of '10 years of credited service qualifies for ret¡rement benefits provided hilher
contribut¡ons to the ERS are left within the ERS until atlainmenl of 58 years of age.

The amounl of the superannuation retirement annu¡ty of mayors who are participants of the System shall be computed
on the basis of the highesl salary he/she may have received while discharging his/her government dut¡es in the following
manner:

(1) For services performed as mayor, five percent (5%) of said salary for each year of creditable service up to a
maximum of ten (10) years or fifty percent (50o/o), plus

(2) For other services performed not included in the above computation, one and one half percent (1.50%) ol sa¡d
salary multiplied by the number ol years of such other creditable services up to twenty (20) years, or two
percenl (2%) of said salary multiplied by the number of years of such other creditable services in excess ol
twenty (20) years.

The maximum superannuation retirement annu¡ty to be granted under this subsect¡on shall be nine§ percent (90%) of
the highest salary lhat the mayor may have received. The payments of the retirement annu¡ty shall begin on and after
the date of separation fom service, but never before the mayor has atlained fifty (50) years of age.
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Retirement shall be opt¡onal for any participant of the System in active service who shall have completed at least lhirty
(30) years of creditable service. Said parlic¡pant shall be ent¡tled to receive the Merit Annu¡ty for thirty (30) years or more

ol serv¡ce ¡n accordance with subsections (b) and (c) of this sect¡on thereof. Partic¡pants of the System under the

Coordinating Plan and receiving Soc¡al Security benel¡ts, who have not atta¡ned s¡xty{ive (65) years of age, shall receive

a merit annu¡ty to be computed as provided for hereinatter:

('1) For those parlicipants who have completed th¡rty (30) years or more of credilable services and have nol

attained fiftylive (55) years of age or more, sixty-five percent (65%) of the average compensation.

(2) Forthose who have completed th¡rty (30)years or more of creditable services and have attained fifty-five (55)

years of age or more, seventyjive (75%) of the average compensalion.

(3) Years in excess of thirty (30) may only serve as basis to calculate the average compensat¡on

As per Act No. 3 the following provisions shall apply to employees who participate in lhe System that (¡) began to work
before January 1, 2000, (i¡) as of June 30, 2013, are not parlic¡pants of the Retirement Savings Account Program

established in Chapter 3 ol this Act and (iii) as of June 30, 2013, do not meet the requirements of years of service and

age to retire that are required in Chapter 2 of this Act:

('l) New Retirement Age for partic¡pants who joined the System lor the first time before April 1, 1990. For those
parl¡cipants who, as of June 30, 2013, have not reached lhe age of 58 and completed at leasl 10 years of
service, or have not reached the age ol 55 and completed at least 25 years of service, retirement shall be

optional when they meet lhe following age and service requ¡rements:

(i) lf, as of June 30, 2013, the partic¡pant is 57 years of age, the retirement will be optional when he/she

reaches 59 years of age and has completed at least 10 years of service.

(ii) lf, as of June 30, 20'13, lhe participant ¡s 56 years ol age, the retirement will be optional when he/she

reaches 60 years of age and has completed at least 10 years of service.

(iii) lf, as of June 30, 2013, the participant ¡s 55 years ol age or less, the ret¡remenl will be optional when
he/she reaches 61 years of age and has completed at least 10 years of service.

(2) Retirement Age lor participants who joined the System for the f¡rsl t¡me between April 1, 1990, and December

31, 1999 - For participants who, as ol June 30, 2013, have not reached the age of 65 and compleled at least

10 years ol serv¡ce, ret¡remenl shall be opl¡onal when the palicipant reaches 65 years of age and has

compleled 10 years of service.

(3) For Public Officers in High-8isk Positions who began to work before April 1, 1990 and who, as of June 30,

2013, have not reached the age of 50 and completed at least 25 years of serv¡ce, or who have not completed
30 years of service, regardless of their age, rel¡rement shall be optionalwhen they reach 55 years ol age and

have completed 30 years ol service.

(4) For Publ¡c Officers in High-Risk Posil¡ons who began to work between April 1, 1990, and December 31, 1999,

and who, as of June 30, 2013, are not 55 years old and have completed 25 years of seff¡ce, or who have not

completed 30 years of service, regardless of the¡r age, retiremenl shall be optionalwhen they reach 55 years

of age and have completed 30 years ol service.
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(5) Public Officers in High-Risk Pos¡tions who separate from aclive service before meeting the requirements of

age and serv¡ce prov¡ded in subsection (a)(3) or (a)(a) ol this Section may only receive lhe¡r accrued pension

when they meet lhe lollowing age and service requirements:

(i) lf the participant joined the System for lhe firsl time before April 1, 1990, after he/she meets the age and

service requiremenls established in subsection (a) 1 ol th¡s Seclion.

(¡i) lf the participant joined the System for the first l¡me belween April 1, 1990, and December 3l, 1999, after

he/she meets the age and service requirements establ¡shed ¡n subsection (a) 2 ol this Section.

Pension Computation

When the participant meets the age and serv¡ce rEuirements established above, he/she shall be entitled to rece¡ve an

annuity computed on the basis of years of service accrued as of June 30, 2013, in accordance w¡th the following rules:

(¡) The average salary of employees who began to work before April 1, 1990, shall be the one established in

definition number '15 of Section 1-104 of Act No,g7.

(ii) The average salary of employees who began to work between April 1,1990,andDecember31,1999,shall be

the one established in Section 1-108 of th¡s Act.

(iii) The pension computation ol employees who began to work belore April 1, 1990, shall be made on the bas¡s

of one and one hall percent ('1.5%) ol the average salary, multiplied by the number of years olcreditable seN¡ce

up to twenty (20) years, plus two percent (2.0%) of the average salary, multiplied by the number of years of

creditable service in excess of twenty years, in each case up lo June 30, 2013.

(iv) The pension computation ol employees who began to work between April 1, 1990 and December 3'1, 1999,

shall be made on the basis ol one and one hall percent (1.5%) of the average salary, multiplied by the number

of years of creditable service up to June 30, 2013.

(v) Participants of the System who, as of June 30, 2013, have availed themsetues to the Coordinating Plan and

are receiving Social Security benef¡ts w¡ll have their annuities adjusted in accordance w¡th lhe provisions of

subsection (e) of Section 2.101 of this Act. Provided that until the partic¡panl is entitled to rece¡ve the Social

Security benefits, he/she may receive an annuity in accordance w¡th Section 5-103 ol th¡s Act.

(vi) This pension shall be received together with the annuity accrued by a participant under Section 5-1 10 of this

Act.

Beg¡nn¡ng on July 1, 2013, participants shall not accrue any more years of service for the determination of the average

salary and computation ol a pens¡on under Section 5-103(aX4). ln addil¡on, part¡c¡pants may not have services nol

credited recognized, contributions translered or returned lor periods worked belore June 30, 2013, except lor those

exceptions specifically establ¡shed ¡n Act No ,147.

Those participants who began to work on or after January 1, 2000, or those who as of June 30, 2013, were participants

¡n the Hetirement Savings Program and who as of June 30, 2013, could retire from service because they are sixty (60)

years old, may retire on any later date and they shall be entitled to receive the annu¡ty that could be acqu¡red with the

balance of the conlributions under the Retirement Savings Account Program and those accrued under the Def¡ned

Contribut¡on Hybrid Program.

Conlnúe
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The savings accounts under the Retirement Sav¡ngs Account Program of employees who joined the System for the first

t¡me on or alter January 1, 2000, shall be rolled over to the Defined Contribut¡on Hybrid Program. Be it provided that if,

as of June 30, 2013, the employees have not reached the age of sixty (60), they shall be entitled to the annuity

established in Section 5-110 of Act No. ,t47 when they meet the following age requirements:

(i) lf, as of June 30, 2013, the part¡c¡pant ¡s 59 years old, the retirement w¡ll be optional when he/she has reached

61 years of age.

(ii) lf, as of June 30, 2013, the participant is 58 years old, the ret¡rement w¡ll be optional when he/she has reached

62 years of age.

(iii) lf, as ol June 30, 2013, the participant is 57 years old, the retirement will be optional when he/she has reached

63 years of age.

(¡v) lf, as of June 30, 2013, the part¡c¡pant is 56 years old, the ret¡rement w¡ll be optional when he/she has reached

64 years of age.

(v) lf, as of June 30, 2013, the participant ¡s 55 years old or less, the retirement will be oplional when he./she has

reached 65 years of age.

For Public Otficers in H¡gh-R¡sk Pos¡tions who began to work after December 31, 1999, and who, as of June 30, 20'13,

are not 55 years old, ret¡rement shall be optional when they reach 55 years of age.

Funding Policy

The authority under which the funding policy and the obligat¡ons to contribute to the ERS and System 2000 by the
plans' members, employers and other contribut¡ng enlit¡es (state of municipal contributions), are established or may

be amended by law.

Contributions of Participants of Defined Benefit Proo¡am

Contribution requ¡rements are eslabl¡shed by law and are as follows:

Coordinated Plan - Pr¡or to July 1, 2013 on the coordinated plan, the participating employee contributes 5.75olo for the

lirst $6,600 of salary plus 8.275% for the excess over $6,600. For f¡scal 2013-2014 the contr¡but¡on was 7.00% for the

fir§ $6,600 of salary plus '10.00% for the excess over $6,600. For fiscal 2014-2015 the contribulion was 8.50% for the

first $6,600 of salary plus 10.00% for the excess over $6,600. After July 1, 2015 the contr¡bution was 10.00% of salary.

By the time lhe employee reaches 65 years old and begins to receive social security benefits, the pension benefits are

reduced by the following:

o $165 per month ¡f retired with 55 years of age and 30 years ol credited service.

. $110 per month ¡f ret¡red with less than 55 years of age and 30 years of credited serv¡ce.

. All other between $82 and $100 per month.

. Disability annuities under the coord¡nated plan are also adjusted at age 65 and in some cases can be reduced

over $165 per month.

Non-Cootdinated Plan (Supplementation Plan)- Pior lo July 1, 2013 on the non-coordinated plan, the partic¡pat¡ng

employee contributes 8.275"A of the monthly salary and does not have any change on the pension benef¡ts upon

receiving social security benefits. After July 1, 2015 the contribulion was '10.00% of salary.

Co¡iinue
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Contributions of Participants of Hvbrid Proqram

Contribut¡on requirements are established by law and are as follows:

(a) Every participant of the Hybrid Program shall compulsorily have to contr¡bute ten percent (10%) of his/her

salary while he/she is an employee.

(b) Contr¡butions under the Plan of Coordination with Social Secur¡ty benefits - The parlicipants of the System

who, as of June 30,2013, have availed themselves to the Plan of Coordination with Social Security benefits

shall contribule to the Hybrid Program:

(1) Effective July 1, 2013, shallcontribute seven percent (7%)of their monthly salaries up to f¡ve-hundred fifty

dollars ($550) and ten percent (10%) ol their monthly salar¡es ¡n excess of sa¡d amount.

(2) Etfective July 1 , 2014, shall contribute eight po¡nt five percent (8.5%) of the¡r monthly salar¡es up to five-

hundred fifty dollars ($550) and ten percent (10o/") ol their monthly salaries in excess of said amount.

(3) Effective July 1,2015, shall contribute ten percent (10%) oftheirfull monthly salaries.

The participants of the Hybrid Program under subsections (a) and (b) of this Sect¡on may voluntarily contribute

to their account an amount in add¡t¡on to the one established here. These contributions shall be cred¡ted to the

contribut¡on account of each participant of the Hybrid Program. The Admin¡skator shall establish the way in

which the participants may make additional contributions.

(c) Mandatory Contr¡but¡on for the Purchase of Disability lnsurance - Every participant of the Hybrid Program shall

mandatorily contribute to the disability insurance establ¡shed in Section 5-112 of Chapter 5 of Act No. ,147, for

which he/she shall have to contribute such sums, fixed in dollars or a percent of the salary, that the

Adminislrator, w¡th the approval of the Board, determines that are needed to provide the disability benefit,

prov¡ded the contribut¡on requ¡red by the Admin¡strator ¡s equalto or less than po¡nt twenty f¡ve percent (0.25%)

of the part¡cipant's salary. The conhibutions made pursuant to this subsect¡on may be cred¡ted aga¡nst and w¡ll

reduce the contributions that the part¡c¡pant of the Program is bound to pay to the Commonwealth of Puerto

Hico Employees Association as provided in Sect¡on 8 of Act No. 133 of June 28, 1966, as amended. The

contributions made under this subsect¡on shall nol be credited to the participant's account.

Emplover Cont¡ibutions to the Svstem (ERS and Hvbrid Prooram)

On July 6, 2011, the Commonwealth enacted Acl No. 116, ¡ncreasing the employers' contributions rate from 9.275% to

10.275% of employee compensat¡on for fiscal year 2011-2012, an additional 1% annually for each of the next four years,

and 1.25% annually for each of the f¡ve years thereafter, reaching an aggregate contr¡bution rate of 20.525olo effective

July l, 2020.

Every employer, beg¡nning on July 1, 20'13, shall mandatorily contr¡bute to the System the following:

July 1,2013

July 1,2014

July l,2015

July 1, 2016

Twelve point two hundred seventyj¡ve percenl (12.275'kl of the salary of each part¡c¡pant

Thirteen po¡nt two hundred seventy{ive percenl (13.275%) of the salary of each part¡cipant

Fourteen po¡nt two hundred seventy{ive percent (14.275"/4 of the salary of each
participant

F¡fteen po¡nt five hundred twentyjive percent (15.525'lo) of the salary of each parlicipant

Conlinue
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July 1 , 2017

July 1, 2018

July 1,2019

July 1, 2020

Sixteen point seventy hundred seventy-five percent (16.775%) of the salary of each
partic¡pant

E¡ghteen po¡nt twentyjive percent (18.025%) of the salary of each part¡c¡pant

N¡neteen point two hundred seventy-five percent (19.275olo) of the salary of each

part¡cipant

Twenty point five hundred twenty-five percent (20.525%) of the salary of each participanl

Death, Disdbility ot Terminal lllness Benefits

Death of a Participant in Active Service

Upon dealh of any person who is rendering services and who had conlributions accrued in the Hybrid Program, these

contributions shall be reimbursed to the person or persons the participant had des¡gnated through wr¡tten order duly

acknowledged and submitted to the Admin¡strator, or to his/her heirs, in the event such designation had not been made.

The reimbursement shall be equal to the sum of the contributions and the investment yields up to the date of the dem¡se

of the partic¡pant. The Adminisfator shall collect from the contributions any debt the part¡c¡panl may have with the

System.

D,eath of a Pensioner

ll a pensioner d¡es w¡thout having consumed all ol his/her pension payment contribut¡ons, hilher des¡gnated

beneliciaries or, absent such designation, hidher heirs, shall continue rece¡ving the monthly pension payments untrl the

contributions of the participant are completely consumed.

Separation from Service for Disabilitv or Terminal lllness

The balance in the contribution account of every participant of lhe Hybrid Program who ¡s permanenlly separated from

service due to total and permanenl disability, due to disab¡l¡ty pursuant to Act No. 127 of June 27, 1958, as amended,

or due to term¡nal ¡llness, as determ¡ned by the Adm¡nistrator, shall be distributed to the partic¡pant by the Adm¡nistrator

in a lump sum, or through the grant of an annuity, or any other opt¡onal form of payment pursuant to Section 5-1 10 of

Act No. ,147, at the option of the partic¡pant.

Eeginning on June 30, 2013, no disability pensions shall be awarded pursuant to Sections 2-107 thru 2-1 1 1 of Act No.

447.

Disability lnsurance

The Administrator, with the approval ol the Board, shall establish a d¡sab¡l¡ty benefits program, which shall provide a

temporary annuity in the event of total and permanent disability. Disability benel¡ts may be prov¡ded through one or

more d¡sab¡lity insurance conkacts with one or more insurance compan¡es authorized by the lnsurance Commissioner

ol Puerto Hico to conduct business ¡n Puerto Rico. The determ¡nal¡on as to whether a person is partially or totally and

permanently disabled, shall be made by the insurance company thal issues the insurance policy covering the person.

All the partic¡pants of the Program who are employees shall avail themselves to the d¡sability benefits program in the

manner and form establ¡shed by the Administrator.

Continue
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Additional Benef its Prognm

The Add¡tional Benefils Program is established lor pensioners of the ERS; said benefits are separate and shall not
fom part ol the pens¡on or annu¡ty.

Except for those persons who ret¡re under Chapter 5 of Act No. 447 of May 15, 1951, as amended, every person who
was receiving a pension or benefit under Acl No. ,+47, or the pension plans superseded by it, or any other law
adm¡nistered by the Adm¡nistrator of the ERS, excluding any person who is receiving a pension or benef¡t under Act No.
'12 ol October 19, '1954, as amended, shall be entitled to receive the following benefits:

(a) A Medication Bonus equal to one hundred ($'100), which shall be paid no laler than July 15 of each year;

(b) A Christmas Bonus equal to two hundred dollars ($200), which shall be paid no later lhan December 20 of
each year; and

(c) A Commonwealth contribution lor health benefits for employees covered by health benefit plans under Act No.
95 of June 29, 1963, as amended, of one hundred dollars ($100) monthly for pensioners of the Employees
Ret¡rement System of the Government of the Commonwealth of Puerlo Rico, but it shall not exceed the total
amount of lhe correspond¡ng fee to be paid to any employee.

ln order to fund the Additional Benefits Program and the ERS, beginning on fiscal year 2013-2014 and every subsequent
fiscal year, the ERS shall receive a conlnbution equa¡ to two thousand dollan ($2,000) as of July 1 of every year for
every pens¡oner of the ERS who began to work in the Public Service on or before of December 31, 1999.

The Administration of lhe ERS shall determine the total amounl of the spec¡al additional contribution provided in the
above paragraph and shall send a certification to the Director of the 0ffice ol Management and Budget and to each
public corporal¡on and municipali§ whose employees are rel¡red under the ERS, informing them the amount
correspond¡ng to lhe spec¡al addit¡onal contribution.

The funds to cover the contr¡bution described above, with respect to pensioners of the Cenfal Govemment, shall be
allocated in the Budget of Expenses of the Government of the Commonwealth of Puerto Rico. Public corporations and
municipalities whose employees are covered under this Act shall prov¡de the funds to cover the conkibution described
¡n Section 2 w¡th respect lo their pens¡oners,

The persons who ret¡re under the provisions of Act 305-1999, known as 'Retirement Savings Accounts Program", and
under Chapter 5 of Act No. ¿147 of May 15, 1951, as amended, shall be excluded from receiving the benefits granted
under Act.

Pension Liabilities, Pension Expenses, and Defened Outflowsllntlows oÍ Besou¡ces Related to Pensions

As June 30, 2015, the Municipality
Liabilities of ERS as follows:

reported Net Pens¡on L¡abilities for its proporl¡onate shares ol the Net Pens¡on

Proport¡onata
Sha¡e ol l{ ei

Pena¡oñ
Liab¡l¡y

ActNumber 447 S 69.477.281

AclNLrmbe¡ 1 12,650,886

ActNumber 305 5.960.036

ToalNetPensionLlabrlily q___-9!r9!!!!1
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For the fiscal year ended June 30, 2015, the Municipality recognized pens¡on expense of $5,051,730. As of June 30,
2015, the Municipality reported Defened Outflows of Resources and Defeüed lnflows of Resources related to pensions
lrom the following sources:

Defered

O¡tllows of
Resources

$ 1,383,937

Defered

lnllo$fs of

Resources

s-Pension contbutons subsequentb nEasure[Ent dab

Difr rences between actual and expecbd experience

Changes in assurpüons

Change ¡n erployer's proportion and d¡frrences

betveen he enployer's cont¡butons and he
enployer's proporlonab share of contibulbns

Neldimrences bet¡/een projectd and actjal earn¡ngs

on plan ¡nvestrEnb

Tobl

3,588,728 704,9'19

$4,972,665 $ 704,919

$4,972,665 reported as Deferred Outflows of Resources related to conlr¡butions subsequent to the measurement date
will be recognized as a reduction of the Net Pension Liability in the year ended June 30, 2016. Other amounts reported
as Deferred Outflows of Besources and Defened lnflows of Resources relaled to pensions will be recognized as pension
expense as follows:

Fiscal Year

Ended

June 30

20 16 $ 140,984

2017 140,984

2018 140,984

2019 140,984

2020 140,983

Conünue

8l

Actuarial Assumptions

Actuarialvalualions ol ERS involves est¡males of the reporled amount and assumpt¡ons about probabil¡ty of occurrence
of events far into the future. Examples include assumptions about future employment mortal¡ty and future salary
¡ncreases. Amounls determined regarding the net pension liabil¡ty are subject to conlinual revision as aclual results are
compared wilh past expectations and new estimates are made about the future. The last experience study was
conducted in 2011 and the next exper¡ence study ¡s scheduled for 2016.

The long{erm expected rate of return on pension plan investments (6.75%) was determined using the nonloan portion
of the portfol¡o that was adopted by the Board during December 31, 2013 as shown below and Milliman's capital markel
assumptions as of June 30, 2014. ln addition, the assumption reflecls that loans to members comprise approximately
20% ol the portfol¡o and, as provided by the ERS, have an approximate return of 10.0% with no volatility.
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Asset Class Target Allocat¡on

Domestic Eou¡tu 25%
lnternational Equitv 10%
Fixed lncome 64o/.

Cash 17o

Note lhat this new inleresl rate assumption ol 6.75% per year is just sl¡ghtly higher that the debt service on some of the
Pension Obligation Bonds. The debt service on the Pension Obligation Bonds ranges from 5.BS% to 6.55%.

Under GABS No. 67, the investment retum assumpt¡on is an input ihat ¡s used in the calculation of the s¡ngle equivalenl
¡nterest rate lhal is used to discount these benefits lo determine the Total Pension L¡ability. As a result of the ¡ncrease
in the inveslment retum assumption, the assumed inveslment retum on the Defined Contribut¡on Hybrid Conlr¡bution
Accounts program (8070 of the net investment relum assumpt¡on) was ¡ncreased lrom 5.12ok to 5.40%. The Total
Pension L¡ab¡lit¡es in the June 30, 2014 actuarial valuations were determined using the following actuarial assumptions:

Valuaton oale June 30,2014
Measuremenloab June 30.2014
Amortzaüon Mehod l8 years closed (beginning Juty 1,2014). tevetdoÍar
Actuarial Cosl Mehod Enry-Age Normat Cosl Mehod
Remaiñing Amorlizaton Period t8 years

ActJarial Assum plions:

Discounl Rats 4.29"Á

l¡laton N/A

PayrollGrowü N/A

Projecbd Salary hcrease N/A

hvestneot Bale ol Reurn 3.10'/.
M orhlity For gene ra I em ployees nol covered under Acl No. t 27. BP-2OOO

Emptoy€e Morhlity Rabs lor mates and femates prolected on a

gene ralon al basis using Scale AA. For membérs covered under Agt
No. 127, BP-2000 Emptoyee Moütity Babs tom he btue collar
adjüstnenb Íor males and lemales, projecbd on a oeneraüonal bas¡s

using Scale M. as geñe raüonal bbles. ñey relecl n orhlity
improvemgnb boh belore and aier he measurement dab. 100"/" ol
deahs rñile in aclive service are assumed b be occupaüonalbr
mem bers covered under Act No. 127.

This valuat¡on also reflects a salary freeze until July 1, 2017 due to Act No. 66 ol 2014. While the Act No. 66 salary
freeze only appl¡es to Central Government employees, publ¡c corporations are mandated to achieve savings under Act
No. 66, and actuar¡es have assumed that they will meet this mandate by Ireezlng salaries. Also, while munióipalities are
not ¡mpacted by Act No. 66, the actuades have also assumed the salary Íreeze for these employees due to lhe current
econom¡c cond¡tions in Puerto Rico.

lle A9!No: 32 (as amended by Acl2M\ Additional Unifom Contribution that will be received each fiscal year from
2013-2033 is defined ¡n Act No. 2,l4 as follows:

'Additional Uniform Contribution (AUC). - shall mean, (a) for purposes ol f¡scal year 2013-2014, one hundred
and twenty million dollars ($120 million) and (b) for purposes of each fiscal year between 2014-2015 and
2032-2033, the uniform contribul¡on certif¡ed by the extemal actuary of the ERS at leasl one hundred and
twenty (120) days prior to the start of such f¡scal year as necessary lo avo¡d having lhe projected gross assets
ol the ERS, during any subsequent fiscal year, to fall below one billion dollars (91.0 billion)."
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As previously mentioned, because of the budgetary constrainls at the present time approximately $90.0 million of th¡s
amount were not collected as expected during fiscal yeat 2014. Further, this additional conkibution was reduced to
$28.2 million for the Commonwealth's proposed budget lor the fiscal year 2014. Sim¡lar situation occurred during present
fiscal year 2015.

ERS net assets have been exhausted in the 2014-20l5liscalyear. lf the increasing Act No. 116 employer contr¡but¡ons,
the Supplemental Contribul¡on under Act No. 3, and the Additional Uniform Contribution under Act No. 32 are not paid
in full on an annual basis, EBS willcontinue being rapidly defunded and gross assets will be exhausted.

The approximate actual rate of retum s¡nce the prior valuation was 88.15% for 2013-2014. This rate oi return is
determined on a net asset basis. Because of the s¡gnificant amount of Pension obligation Bond proceeds that are
currently ¡nvested (approx¡mately $3.0 bill¡on), the nel asset retum of 88.15% is significant larger than the 8.35o/" retum
on the gross asset basis.

The actuarial cost method was revised from projected unil credit to the entry age normal method to comply with the
requirements ol GASB No. 67. Due to the switchover from end-of-year to beginning{f.year census data for liscal year
2013'2014, demographic gain/loss during the year ¡s limited to the difference between actual and expected benef¡t
payments, wh¡ch arise from ditference between actual and expected benefit payments, which arise from differences in
term¡nation and retirement act¡vity and morlal¡ty versus expectations. During 2013-2014 this difference resulted ¡n a
gain of $62 m¡ll¡on.

Liqu¡d Assets

The Act No. 32 AUC calculat¡on ¡s based on the objeclive of maintain¡ng a $1.0 billion gross asset buffer at all t¡mes. lt
is important to note that a material port¡on of ERS asseis are ill¡quid in nature. Thus if the Act No. 32 AUC ¡s not paid in
full and the $1.0 billion buffer is not maintained, the ERS will run into liquidity issues and may be lorced to sell ¡lliquid
assets, potentially at significant loss to the lurlher detrimenl ol the ERS. As of December 3.|, 2014, ERS had
approximately $7M million in illiquid assets, compr¡sed primarily of loans lo ERS members and the COFINA investment.
This proiection assumes that these illiqu¡d assets w¡ll be converled to liquid assets when needed. The AUC has
increased markedly from the initial $140 million esl¡mate prepared in 2013.

As ol July 1, 2013, the first year ol GASB No. 67 accounting, a projeclion to determ¡ne the GASB No. 67 date of
deplet¡on, ¡f any, should be pelomed as of June 30, 2013 to determine the single equivalent d¡scount rate as of June
30, 2013 used for the Total Pens¡on L¡ability as ol the beginning ol the fiscal year. However, as d¡rected by the ERS,
the asset bas¡s are exhausted ¡n the 2014-2015 fiscal year and no projection needed to be pelormed. Tñe tax free
municipal bond index ol 4.63% as of June 30, 2013 was used as the discounl rate ¡n the determinat¡on ol the Total
Pension Liability as ol June 30, 2014.

Net Pension Liabili§

June 30, 20f4

Total
Proportional

Sha¡e
(0.29273y.1

Total Pension Liab¡l¡ty $30.219.s17.000 $88,461,s92
Fiduciary Net Position 127.488.000 373.195
Net Pens¡on Liability 30.092.029.000 88,088,204
Fiduciary Net Posilion as a o/" of Total
Pens¡on L¡ability 0.4210 0.42./o
Covered Payroll $ 3,489,096,000 s10.317.559
Net Pension Liability as a o/o of Covered
Payroll

862.460/. 853.770/"
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17. PENSION PLAN - contiñuet¡on

The Tolal Pension Liability was determined by an actuarialvaluation as of July 1, 2013, calculated based on the discount
rate and actuarial assumptions, and was then projected forward to June 30, 2014. There have been no s¡gn¡l¡cant
changes between the valuat¡on date of July 1, 2013 and the fiscal year end. Any sign¡f¡cant changes during this period
must be reflected as prescribed by GASB No. 67. Covered Payroll ¡s as of July '1, 2013.

Discount Rate

The discount rate used lo measure the Total Pension Liabili§ was 4.29ok fo¡ each plan as of June 30, 2014. The
projecl¡on of cash flows used to determ¡ne the discount rate assumed that employee contr¡butions will be made at the
current contribution rate and that contributions from the Munic¡pality will be made al contractually requ¡red rates,
actuarially determ¡ned. Based on those assumptions, the pension Iund's liduciary net position was proiecled to be
ava¡lable to make all projected future benerit payments of current active and inactive employees. ln theory, the discount
rate may differ lrom the long{erm expected rate of return discussed prev¡ously. However, based on the pro,ected
availabili§ of the pension fund's liduciary net position, lhe discount rate is equal to the long{erm expected r¿te of return
on pension plan investments, and was applied to all periods of projected benefit payments to determ¡ne the total pension
l¡ab¡lity. The plan's Fiduciary Net Position was not projected to be available to make all proiected future benef¡t payments
of current act¡ve and inactive employees. Therefore, the discounl rate for calculating the Tolal Pension Liability ii equal
to the s¡ngle equivalent rate that results in the same actuarial presenl value as thé long{erm expected rate of retum
appl¡ed to benef¡t payments, to the extent that the plan's Fiduciary Net Position is proiected to be suffic¡ent to make
proiected benelit payments, and the mun¡c¡pal bond rate applied to benef¡t payments, to lhe extent that the plan's
Fiduciary Net Position is not proiected to be suficient.

June 30, 2013 June 30, 2014

Discount Bate 4.63./. 4.297o
Long-term expected rate o, retum nel of investment expense 6.400/" 6.75%
Municipal bond rate 

-
4.630/o 4.29yo

- 
Bond Buyer General Obligation 20-Bond Municipal Bond lndex

Accord¡ng to Paragraph 30 of Stalement 68, the long{erm discount rate should be determined w¡thout reduction for
g91l¡19n 0ta1 adm¡n¡sfat¡ve expense. Using this lower discount rate has resulted ¡n a slightly higher Total Pension
L¡ability and Net Pension Liability.

ConlinÚe
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17. PENSION PLAN - qontinuatio¡

Changes in t¡et Pens¡on L¡ab¡lity

lncreas€ (Decrease)

Total Pension
L¡ability

Plan Fiduciary
t{et Pos¡tion

Net Pension
Liability

Proporl¡onal
Share

Balance as ol June 30. 20'13 $28.94r.368,000 s 701.361.000 $28.240.007.000 $82,666,972
Chanoes lor the vear:

Service Cost 419.r 83.000 419.183.000 1.227.074
lnterest on Total Pension LiabiliN 1.321.478.000 1,321.478.000 3,868,363
Etfect of Plan Chanoes

Efect of Economic/Demographic (Ga¡ns) of
Losses (6r.855.000) (61,855,000) 1181.068)
Effect of AssumDtions Chanoes or lnouts 1,198,308,000 1,198.308,000 3,507,807
Benefl Payments {1,598,965,000) (1.598,965,000)

Administrative Expenses (29,530,000) 29,530,000 86.4,13
Other Exoenses (25,875,000) 25,875,000 75.744
Costs of Bonds (192,947.000) 192,947,000 564,814
Member Contribut¡ons 359,862,000 (359.862.000) n,053.424)
Nel lnvesfnent lncome 2s3,558,000 (253.558.000) (742,240\
Employer Contribulions 660,024,000 (660,024,000) fi.932.281)

Balance as of June 30. 2014 $30,219,517.000 $ 127.488.0m $s0,092,029,000 $88,088,204

17o

D,eC¡eaSe

3.297o

Cunent
D¡scounl
Rate
4.291"

1%

lncrease
5.291"

Total Pension Liability $100,323,963 $ 88.461.592 78,638,355
Fiduciary Net Position 373,388 373,388 373,388

Net Pension Liability $_99p50§25 $_88i88¿04 $_78204€67

ERS is scheduled to review all actuarial assumptions as part of its regular Asset Liability Management (ALM) review
cycle that ¡s scheduled to be completed in September 2016. Any changes to the discount rate w¡lirequ¡re Board act¡on
and proper stakeholder outreach. Forthese reasons, ERS expects to continue using a discounl rate neiol administrative
expenses for GASBS's No. 67 and 68 calculat¡ons through at least the 2016-2017 f¡scalyear. ERS will continue to check
the material¡ty of lhe diference in calculation until such l¡me as actuarial have changed his methodology.

sensitivity ol the Proportionate share of the Net Pension Liability to changes in the D¡scount Rate

The follow¡ng presents the Mun¡cipality's proportionate share of lhe Net Pension Liability, calculated us¡ng the discount
rale, as well as what the i¡lun¡cipality's proportionale share of the Net Pension Liability would be if it wáre calculated
using a d¡scount rate that ¡s I - percentage po¡nt lower or 1 - percentage point higher than the current rate:
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17. PENSION PLAN - continuation

Payable to the Pension Plan

At June 30, 2015, the Municipal¡ty reponed a payable of $253,262 for the outstanding amount ol contr¡bulions to the
pens¡on plan required lor the year ended June 30, 2015.

Pension Plan Fiduciary Net Position

The Employee's Retirement System of the Govemment of the Commonwealth of Puerto Rico provides additional
¡nformat¡on of the Defined Benef¡l Program and Hybrid Program. They issue a publicly ava¡lable financ¡al report that
includes financial statements and required supplementary information for EBS, as a componenl unit of the
Commonwealth. That report may be obtained by wr¡ting to the Admin¡slration at PO Box 42003, Minillas Station, San
Juan, PR 00940.2003.

18, HEALTHCARECOSTS

During the year ended June 30, 2000 the Governor of the Commonwealth of Puerto Rico required to the mun¡c¡pal¡ties
of Puerto Rico an annual contribution to subs¡dy the cost of the implementation and administration of the Healthcare
Heform. Such contributions are required to be disbursed from generalfund operating budget. Total contr¡but¡ons made
by the Municipality amounted to approx¡mately $ l ,715,10S for the fiscal year ended June 30, 20.15.

19. CONTINGENCIES

A. Claims and Judgments

The Municipal¡ty is, at present, a defendant in a number of legal matters that anse rrom alleged improper appl¡cation
of policles and negligence ¡n the ordinary course of the Municipality's activities. The legal counsel of lhe Municipality
has advised that at this stage in the proceedings ol lawsu¡ts he cannol offer an opinion as to the probable outcome.

ln addition, the Municipality is a defendant or co-delendant in several legal proceed¡ngs, which are in discovery
stage. Certa¡n of these claims are covered by insurance. Legal counsel w¡th the informat¡on cunently availablá
cannot determinethe finaloutcome olthese claims. Accordingly, the financialstatements do not ¡nclude ádjustment,
il any, that could result lrom the resolut¡on of th¡s legal proceeding. However, ¡t has been the Municipality's
exper¡ence that such act¡ons are settled for amounts substantial¡y less than the cla¡med amounts.

B. Federal Grants

ln the normalcourse of operat¡ons, the Municipality receives grants from various Federal and State agencies. The
grant programs are subject to aud¡t by agents of the granting author¡ty, the purpose of which ¡s to ensure compliance
with conditions precedent to the granting of funds. The expenditures linanced by grants are subject to program
compliance aud¡ts by the grantor and passed-through agenc¡es in order to assure compliance wiih grant
requirements. ll expenditures are disallowed due to noncompliance with grant program requirements, the
Münic¡pality may be required to reimburse the grantor or pass{hrough agencies. Any liabil¡ty for re¡mbursement
which may arise as the result of these audits is not believed to be mater¡al.

Municipal¡ty is also subject to aud¡ts perlormed by the off¡ce of the comptroller of puerto R¡co.
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20. COMMIII,IENTS

A. Operating Leases

The Municipality leases real property, buildings, and equipment under various operating lease agreements, wh¡ch

generally have tems of one year or less and are automatically renewed for the same term. Rental

expenditures/expenses recorded in the general fund and in other governmental lunds for the year ended June 30,

2015, amounted to approx¡mately $283,806. Management believes that the summary of the future min¡mum rental

commitments under noncancelable real property and equipment lease with tems exceeding one year is nol material

to the basic financial statements taken as a whole.

B. Construct¡on and lmprovement Comm¡tments

The Municipality had encumbrances at June 30, 2015lor the construcl¡on, improvements, or renovation of several

municipal lacilities in lhe follow¡ng funds:

C. Sol¡d Waste Disposal Contract

The Municipality has a solid waste disposal contract with E.C. Waste, lnc. cover lhe f¡scal years beg¡nn¡ng on

October '1, 2013 through September 3, 2017, to provide the service for the recollecl¡on, management and disposal

of solid waste. ln the contract it was establ¡shed that the Municipality is committed to pay E.C. Waste lnc. lrom

$12.20 through $13.47 per unit served (with an annual income increase of 2.5%) applied to a starting minimum of

25,850 units, w¡th a poss¡ble extension of two additional years. Expenditure for the year ended June 30, 2015 for

th¡s service amounts to $3.8 million, approximately.

ln addition, the Municipality is committed to pay addit¡onal $22.10 through $24.39 per tons that the Munic¡pality

transports and deposits of such solid wastes for the¡r process¡ng. The pr¡ce of the rate is also subject to an annual

income increase of two and a half percent (2.5%). Future commitments are scheduled as follows:

Fiscal Year

2014-2015
2015-2016

2016-2017
2017-2018 (3 months)

Total

Amount

$ 3,952,724
4,051,212
4,152,803
1.0/14,599

$13201337

Encumbered For Amount Reported within Fund Balance Class¡l¡catior

General Fund Solid \ryhsE Disposal

GenéralFund ProbssionalServices

$ 339,522 Restic€d br Solid !{hsE D¡sposal

$ 247,669 Restictsd h Prohssional Services

Non Major Funds lnprovenEntand Consfuclon ol Facilites $ 435,839 Restictd b lrproveÍEntand Consiuc¡on ofFacili¡es
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21. NET POSITION RESTATEMENTS

During the year, the Municipality adjusted the governmental net pos¡t¡on for cap¡tal assets not previously recognized.

A prior period adjustment of $80,734,708 was made to decrease the governmental activit¡es' beginning net position.

The adjustment was made to reflect the prior period costs related to the implementation of the GASB No. 68.

The following schedule reconc¡les the June 30, 2014 Net Position, as previously reported to Beginning Net Position,

as Restated, July 1, 2014, for Govemmental Activities.

Nel Position, as Preüously Reported, June 30, 2014

Adjusfnent to lmplement GASB 68

Beginning Net Posiüon, as Restated, July l , 2014

NET POSITION

$ 124,860,823

(80,734,708)

44,126,1 15

22. NEW ACCOUNTING STANDAROS

The provisions of the following Governmental Accounting Standards Board (GASB) Statement have been implemented

for the year ended June 30, 2015:

GASB Slalemenl No. 68, Accountinq and Financial Reporlinq for Pensions. This Statement replaces the
requiremenls of Statement No.27, Accounting lor Pensions by State and Local Governmental Employers and
Statement No. 50, Pension Disclosures-an amendment of GASB Stalements No. 25 and No. 27 as they rclate to
govemments that provide pensions through pension plans administered as trusts or similar anangements that meet
ceftain citeña. Statement No. 68 requies govemments ptoviding deÍined benefit pensions to rccognize thei long-
term obligation for pension benefits as a liability for the l¡rst lime, and to more comprehensively and conparably
measure the annual costs of pension benefits. The Statement also enhances arcountability and transparcncy
though rcvised and new note disclosures and rcquied supplementary infomation.

The primary govemment ol the Commonwealth, as well as ¡ts component un¡ts and the municipalilies, are

considered 'cost-sharing' employers ol the Retirement Systems; therefore, they would report its allocated share ol
the Commonwealth's resulting Net Pension Liability lrom Statement 67 as follows:

. Based on lhe¡r respective individual proportion to the collect¡ve net pens¡on liability of all the govemments
participating.

. The proportion should be consistent with the method used to assess contr¡butions (percentage of payroll).

The use of lheir respective long term expected contribution effort to Ret¡rement Systems divided by those

of all governments in the plan, is encouraged.

The provisions of lh¡s Statement arc elíective for financial stalements for peiods beginning aftet June 15,2014
(FY2014-2015). Earlier appliution is encouraged. The Commonwealth and the Betirement Systems are in the
process of evaluating the impact of th¡s Statement on ¡ts agencies and component units and also on the
municipalities of the Commonwealth. The information to adopt this Statement will be based on the new actuarial

reports to be prepared under the new Statement No. 67.

GASB SlalemenlNo.69. Govemment Conbinat¡ons and Disaosals of Govemment Operations. This Statement
establ¡shes accounting and financ¡al reporting standards related to govemment combinations and disposals ol
governmenl operations. As used in this Statement, lhe lerm govemment combinations includes a variety of
transactions referred to as mergers, acquisitions, and transfers of operations.

C.onlinue
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22. NEW ACCOUNTING STANDARDS - conthuation

The distinction between a governmenl merger and a government acqu¡sition is based upon whether an exchange
of s¡gn¡f¡cant considerat¡on is present with¡n the combination lransaction. Govemment mergers ¡nclude
comb¡nations of legally separate ent¡ties w¡thout the exchange of significant cons¡deration. This Statement requires
the use of carrying values to measure the assets and liabilities in a government merger. Conversely, govemment
acquisitions are transact¡ons in which a govemment acqu¡res another ent¡ty, or ¡ts operations, in exchange for
significant cons¡deration. This Statement requ¡res measurements of assets acqu¡red and liabilities assumed
generally to be based upon their acquisition values. Th¡s Stalement also provides guidance lor transfers of
operat¡ons that do not constitute entire legally separate ent¡ties and in which no significant cons¡derat¡on is
exchanged. This Statement defines the lem operutions lor purposes ol determining the applicabil¡ty of th¡s
Statement and requires the use of carry¡ng values lo measure lhe assets and liabilities in a transfer of opárafions.

A disposal of a govemment's operations results in the removal of specific act¡v¡ties of a govemment. This Statement
provides accounting and linancial reporting guidance for disposals of government operations that have been
transferred or sold.

GASB §lalem?ll No.71. Pension Transition for Contributions Made Subseouent to the Measurement Date-an
amendment of GASB Statement No.68. This Statement eliminates a potentialsource of understatement of restated
beginning net pos¡tion and expense in a govemmenl's lirst year of implement¡ng GASB Statement No. 68,
Accounting and Financial Reryning fot Pensbns. To correct this polential understatement, Statement 71 requires
a state or local government, when transitioning to the new pens¡on standards, to recognize a beginning delerred
outflow of resources for its pension contributions made during the t¡me between the measurement date of the
beginning net pension l¡ab¡lity and the beginning of the initial fiscal year of implementat¡on. Thls amount will be
recognized regardless of whether it ¡s practical to determine the beginning amounts of all other defened outflows
of resources and deferred inflows of resources related to pens¡ons.

GASB 69 does not have any ¡mpact on the Municipality's financ¡al statements.

23. SUBSEOUENTEVENTS

ln prepar¡ng these f¡nancial statemenls, the Municipal¡ty has evaluated significant transact¡ons for potentjal recogn¡t¡on
or disclosure through March 30, 2016, the date the linanc¡al statements were issued. Based on such analyiis, no
add¡tional transaction need to be recorded or disclosed.

END OF NOTES
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BUDGETARY COMPARISON SCHEDULE- GENEBAL FUND

AUToNOMOUS MUNEIPALITY OF HUi,IACAO FOR THE FISCAL YEAR ENOEDJUNE 30,2015

Budget Amounts

AciualAmunts

(Budgelary Basis) variance with

(Se€ t{otes 1 and 2) Final Budget

EUDGETARY FUI{D BALAI{CE, JULY 1, 2014

Resources {lnhws):

Property Taxes

VduíE of Büs¡nes faxes

Sales and Uege Tares

lnErgovernñBnhl Bevenues

Constutrn Excise Taxes

lnbre$

Miscelhneous

Transbr from ürer Funds

Total Besources (lnllous)

ArDunb Ava¡hble br Approprhlon

Charges b Approprhhns (Orlowr:

Mayor and Mun¡qal LegislatJre

General GovernÍÉnt

Public Sahty

Publh l¡lbrks

Cultire and Recrealion

Healh and Sanihhn

Solij Vá* Dsposal

Hunan Servies and Welhre

Urban Developmnt

Capihl oulays

Transhrs b oüer Funds

Tohl Charges b Approprialons

BUDGETARY FUt{D BATAI{CE, JUt{E 3I}, 20,I5

45,039,350 45,039,350

Oiginal

$ n,6n,124

12,795,319

18,940,110

4,584,367

4,989,250

1,540,655

170,000

2,019,649

$ 12,677,124

12,795,319

18,940,110

4,584,367

4,989,250

1,540,655

170,000

2,019,649

$ 12,67,124

13,476,396

18,998,068

4,958,252

5,370,211

1,318,8M

312,036

1,426,647

1,176,502

47,036,916

3,417,915

14,592,714

3,775,157

4,387,232

2,826,471

1,715,105

3,985,483

6,024,455

924,721

229,905

2,690,209

681,077

57,958

373,885

380,961

(221,851)

142,036

(593,004

1,176,502

1,997,566

57,716,474 57,716,474 59,714,040 1,997,566

3,987,735

15,783,757

4,225,921

4,559,732

2,911,996

1,715,105

3,981,968

6,452,109

1,169,457

247,570

3,959,598

15,586,129

4,258,631

4,655,109

3,210,035

1,715,105

3,991,968

6,459,806

1,100,4 t3

301,264

2,690,209

541,683

993,415

483,474

267,877

383,564

6,485

435,351

175,692

71,359

45,039,350 47,928,267 44,569,s67 3,358,900

$ t2,677,121 § 9,788,207 $ 15,144,673 $ 5,356,466

fhe accornparrying Nobs h Búgehry Cqnparisoñ Schedule - General Fund are an inEgral pad d his sbbment
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COU ONWEALTTI OF PUERTO RICO BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

AuToNoI,oUS MUNEIPALITY oF HuMAcAo FoRTHE FISCAL YEAR ENDEDJUNE 30,2015

l. Budgetsry Repoñ¡ng

The Budgehry Corparison Sciedule - General Fund ¡s presenbd as Required SupplenEnhry lnhrrB¡on ¡n accordance

wih Seclon 1700 olhe GASB Codilcaton, The Budget and Budgetary A@unting. Formland legalbudgebry cúntol¡s

based upon rEjor classes ofexpendi!res known as func¡ons.

2. Explanai¡on of D¡flerences Bet$,een Budgetary lnflovrs and Outflows and GAAP Revenues and Expend¡tures

foal ErpenditJres as R€porbd on he SbtsfIpnl olGovernffEnbl Funds Revenues,

Expend¡Ures and Changes in Fund Balance (See Page 25)

General Fund

Sourcelnllows of Resourceg:

AcúalAmunb (Budgebry Ba§s) 'Available br Appropria¡on' lom fie
Budgehry Conpar¡son Schedule (See Page 90) $ 59,714,040

Diñerence - Budgetb GAAP:

GASB 54 Redasitcalon ol Revenue 28,329

Transtsrs lrom oher funds are anlows ol budgehry resources butare not

revenues br ¡nancial reporlng purposes (1,176,502)

The Fund Balance (Delcil) athe Beginning of Year is a budgehry resource but ¡s nota

CurrentYear Revenue br fnancial repodng purpos€s 112,677,124)

Tobl Revenues as Reportsd on he ShbrEnt of GovernffBnbl Funds Revenues,

Expend¡lres and Changes in Fund Balance (See Page 25) $ 45,898,743

UE€lOutf loYús ot Resourcesl

AcüalAíDUnb (Budgehry Basis) 'TohlCharges b Appropriaton' from he

Budgehry Corparison Schedule (See Page 90) $ 44,569,367

DiÉrence - Budgetb GAAP:

Encurbrances lor supplies and equipÍBnt ordered butnot received are reporbd

in he year he order is placed br budgebry reporiing purposes {1,031 ,478)

Paymenb olencuryüranc€s ofprior year hatare expendi!resbr ¡nancial reporfng

purpos€s butare notouúows br budgehry purposes 963,257

Recla§Ied expendtures per GASB Nu.rüer 54 213,168

Transbrs b oñer tunds are ouúows ofbudgehry resources butare not

expeñdit¡resbr lnanc¡al repor¡ng purposes (2'690'209)

$ 42,024,105

END OF IHIS SECTION
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REOUIRED SUPPLEIIENTARY INFORilANON
PROPORNONAIE SHARE OF TTIE

SCHEDULE OF I{Ef PENSION LIABLTTY
AI'TO]{OiIOUS MUNICIPALTTYOF HUMACAO FOR I}IE FISCALYEAR ENDEDJUNE 30, Mfs

2015

Proporlion of he Net Pens¡on Liability 0.2927310

$ 88,088,204Proporlionate Share of he Net Pension Liability

Cowred - Employee Payoll $ 10,317,559

Propoflionate Share ol he Net Pension L¡abil¡ty as Percentage of Cowred-Employee Payoll 853.77'/0

Plan's FiduciaryNet Posilion $ 373,196

Plan Fiduciary Net Position as a Percentage of he Total Pension Liability 0.42o/.

Noiés to Schedule:

Benefit Changes: ln 2015, benefit terms were modifed to base public safety emplo)¡ee pensions on a final

hree-par awrage salaryinstead of a final firc-par arcrage salary

Changes Assumptions: ln 2015, amounb reported as changes in assumpüons resulted primarily lrom

adjusünents to expected relirement ages ol general emplo),ees.

' Fiscal year 2015 rvas he nrst year ol implemenbton, üerebre ooly one year ¡s shown.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALfTY OF HUMACAO

REOUIRED SUPPLEMENTARY INFORMANON
SCHEDULE OF COt{TRIBUTIONS

FOR IHE FISCAL YEAR ENDED JUNE 30, 2(¡I5

Contractually Required Contribution (Actuarially Determined)

Contribut¡ons in Relation to the Actuarially Required Contributions

Contribulion Defi ciency (Excess)

Cowred - Emplope Payoll

Contributions as a Percentage of Corcred-Employee Papoll

AsseB Valuaton Mehod

lnllalion

lnvestnent Rats of Reurn

Mun¡cipalBond lndex

DiscountRab

Projecbd Salary lncreases

M orhlity

2015

s,335,517

1,965,980

q.__!É6r!3?

$ 10,317,s59

'19.05%

Itethods 8nd Assumpt¡ons Used ¡n Calculation of the ERS'S Annual Required Contr¡but¡ons

Unl€ss oheft,¡se notsd above, he bllor¡ng actrarial mehods and assumplhns \rere used b debrmine conributon rabs reporbd ¡n üe Pension

Benei§ Schedule ofhe Employer§ contibulions:

Market Value o, Asseb

2.510

6.75%, Netol Pens¡on Plan lnvestnent hcluding lniaton

4.29%, as per Bond Buyer General Obligaton 20 - Bond Municipal Bond hdex

4.29./o

3.00% per year. No compensaüon increases are assumed untlJuly 1, 2017 as a resull ol Act No. 66 and

he currenl general econom y.

Pre-reürement Morblity:

For general employees not covered under Acl No. 127, RP-2000 Employee Morhlity Babs br males and

bmales proiecbd on a genera¡onal basis using Scale AA For members mvered under Act No. 127.

RP-2000 Employee M orülity Ratss $ih blue collar adjustnen§ br males and bmales, ploiecbd 0n a

generalional basis using Scale AA. As generalional hbles, hey relect morhliv improvemenb botr

bebre and afbrüe measuremenldaE.

100.00/" ol deahs f,iile ¡n actve service are assumed b be occupatonalbr members covered under

Act No. 127.

Posl-relirement Healhy MorAliV:

Rabs vhich vary by gender are assumed for healhy retirees and beneficiaÍes bas€d on a study of plan's

experience fom 2007 b 2012 equalh 92% ofüe rabs fom fie UP-1994 Morhlity Table br Males

and 95% of he rabs from he UP-,994 M orblity fable br Females. The rabs are proiecbd on a

generaüonal bble, it relecb morblity improvements boh belore and aner üe measurementdats.

Post-retremenl Disabled Morblityi

Rales f,,tlich vary by gender are assumed lordisabled retrees based on a study o,plan's experience tom

2007 b 2012 equalb l05o/o ol he Iabs fom he UPl994 Morbliv Table br Males and I 15% ofhe
rabs lrom he UP-1994 Morhlity Table lor Females. No provision nas made br futlre morhlity

improvementbr disabl€d retrees.
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COf oNWEATTTI oF PUERTo RIco I{oTEs To REoUIRED SUPLEIIEilTARY I]{FoRTATIoN
AuroNot ous MUNETPAUTY oF HuilAcAo FoR rHE FtscAL YEAR EilpEp JUNE 30,201s

1 . The ¡lunic¡pality implemented GASB Statement No. 68, Accounting and Financiat Br4otiing fot Pensiús-an anendnent
ot GASB Statenent llo. 27, during fiscal year 2015, and these schedules are now required.

2. This ¡nlormation is intended to help users assess lhe llun¡c¡palily's pension plan's status on a go¡ng{oncem basis, assess
progress made in accumulating assets to pay benefits when due, and make comparisons with oher public employers.

3. The ¡nformaüon presented relates solely to úre llunicipality and nol Employee's Retirement System of he Govemmenl of
he Commonwealth of Puerto Rico as a whole.

E]iID OF NOTES
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COMMONWEALI}I OF PUERTO RICO

AUTONOMOUS IIUNICIPALÍIY OF HUMACAO

SECTION 8 HOUSING CHOICE VOUCHERS PBOGRAM .
F|NANC|AL DATA SCHEDULE (R0025)

ENTIY WDE BALANCE SHEEÍ SUMIIIARY
JUNE 30,2015

L¡ne lred No.
Assets

111

113

100

Current Assets - Cash:

Cash - U n restricted

Cash - Other Restricted

Total Cash

Fece¡vables:

Fraud Recor,ery

Total Fece¡vables, Net of Allowances
for Doubtful Accounts

Total Current Assets

F¡xed Asseb:

Furniture, Equipment & Machinery - Adeministration

Acc um u lated Deprec ¡at¡on

Total Capital Assets, Net of Accumulated Oéprec¡at¡on

Totál Assets

Current Liab¡l¡t¡es:

Accrued Compensated Absences - Current Portion

Total Current L¡ab¡litiés

Non-current L¡abil¡t¡es:

Accrued Compensated Absences - Non-cunent

Total Current Liabi!ities

Toial Liabilitiés

Equ¡ty:

Net ln\,estment ¡n Capital Assets

Restricted Net Position
Unrestricted Net Position

Totál Equ¡ty / Net Pos¡t¡on

Total Liabilities and Equity / Net Position

Value

$ 87,577

a7,577

4,592

4,592

92,169

60,007
(57,761)

2246

$ 94,415

$ 23,892

23,892

12,338

12,338

36¿30

2,246
2,297

53,642

5E,1E5

'128

120

150

164

166

160

190

Liab¡lities
and Equ¡ty

322

310

354

310

300

508.4
51 I.1

512.1

513

600

The accornpanying lvofes to F¡nanc¡al oab Sdtsdula are an intsEal part of this Supplemenhry lntomEtion.

$ 94,41s
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COMMONWEALTTI OF PUEHTO BICO
AUTONOMOUS MUNICIPALIY OF HUMACAO

SECTION 8 HOUSING CHOICE VOUCHERS PROGRAM.
F|NANCTAL DATA SCHEDULE (RO025)

PROGRAM REVENUES AND EXPENSES SUMMARY
FOR TTIE FISCAL YEAR ENDED JUNE 30, 2f)I5

Line lted No.
Revenues Value

70600
71 100

71500

70000

E)qcenses

HUD PHAOperating G rants

ln\,estm ent lncome - Unrestr¡cted

Other Re\,enue

Total Revenues

Adm¡nistrat¡ve:

Adm ¡nistrati\,e Salaries
Em ployee Benefi t Contributions - Adm inistrati\,e

Office Expense
Other

Total Operat¡ng - Admin¡strative

Total Operating E)eenses

Excess of Operating Revenue over
Operat¡ng E)qcenses

Housing Assitance Payments

HPA Portab¡lit}/.' ln

Depreciat¡on Expense

$1 ,501 ,007

93,415

'l,594,422

I I 6,929
31,298
1 6,834
2,622

167,683

r 67,683

1,426;t39

1,613,490
82,051

749

91 100
91500
9r 600
91900

91000

96900

97000

97300
97350
97400

90000 Total E)penses

Excess (Deficiency) of Total Revenue over
(under) Total Erpenses

Memo Account lnformation:

Beginning Equity

Adm ¡n¡strati\é Fee Equ¡ty

Housing Assistance Palm ents Equity

Unit Months A\railable

Number of Unit Months Leased

1,863,973

9_l?99,511)

$ 327,736

$ 55,888

$ 2,297

3298

3286

97000

-110030

-11170

-1 
1 180

-11f90

-11210

fhe accompanying ¡Voles to Financ¡al Dala SdDdule are an ¡ntegral part of this Supplemenhry lnlorfrEtion.
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COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNIC¡PAIITY OF HUMACAO, PUERTO RICO
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL HEPORTING AND

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOYEB,i,,I,EIVT AUDITING STANDARDS

Honorable Mayor and Members of the

Municipal Assembly

Humacao, Puerto Rico

We have audited, in accordance with the auditing standards generaily accepted in the United States of

America and the standards applicable to financial audits contained in Govemment Audlfthg Standards issued

by lhe Comptroller General of the United States, the financial statements of the governmental activities, the

business-type activities, each major fund, and the aggregate remaining fund information of Autonomous

Municipality of Humacao, Puerto Rico as of and for the year ended June 30, 2015, and the related notes to

the financial statemenls, which collectively comprise Autonomous Municipality of Humacao, Puerto Rico's

basic financial statements, and have issued our report lhereon dated March 30, 2016.

lnternal Control Over Financial Reporting

ln planning and performing our audit of the financial statements, we considered Autonomous Municipali§ ol

Humacao, Puerto Rico's intemal control over financial reporting (intemal control) to determine the audit

procedures that are appropriate in the circumstances for the purpose of expresslng our opinions on the

financial statements, but not for the purpose ol expressing an opinion on lhe effectiveness of Autonomous

Municipali§ of Humacao, Puerto Rico's intemal control. Accordingly, we do not express an opinion on the

effectiveness of Autonomous Municipality of Humacao, Puerto Rico's intemal control.

A deficiency in intemal control exists when the design or operation of a control does not allow management

or employees, in the normal course of performing their assigned funct¡ons, to prevent, or detect and correct,

misstatements on a timely basis. A ¡naferal weakness is a deficiency, or a combination of deliciencies, in

internal control, such that there is a reasonable possibility that a material misstatement of the entity's linancial

statements will not be prevented, or detected and conected on a trmely basis. A stgnfficant deÍiciency is a

deficiency, or a combination ol deficiencies, in intemal control that is less severe than a material weakness,

yet imporlant enough to merit attention by those charged with govemance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this

section and was not designed to identify all deficiencies in internal control that might be material weaknesses

or, significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in

internal control that we consider to be mater¡al weaknesses. However, material weaknesses may exist that

have not been identified.



Compliance and Oher Maüers

As part of obtaining reasonable assurance about whether Autonomous Municipality of Humacao, Puerlo
Rico's financial statements are free from material misslalement, we perlormed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material eflect on the determination of financial statement amounts. However, providing an

opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Govemment Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of intemal control and compliance

and the results of thal testing, and not to provide an opinion on the effectiveness of the entity's intemal

control or on compliance. This report is an integral part of an audit performed in accordance with

Govemnent Audifing Standards in considering the entity's intemal control and compliance. Accordingly,

this commun¡cation is not suitable for any other purpose.

?_T€,1
/*oro* 

ro*o & co., cPA, c.s.P.
LICENSE # 35 - IN FOBCE

Yauco, Puerto Rico

March 30, 2016

Stamp #E204754 was affixed to

the original report
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLIANCE REOUIRED BY OMB CIRCULAR 4.133

Honorable Mayor and Members ol the
Municipal Assembly

Humacao, Puerto Rico

Report on Compliance for Each Malor Federal Program

We have audited Autonomous Municipality of Humacao, Puerto Rico's compliance w¡th the types of compliance

requirements described in the OMB Cicular A-133 Compliance Supplement lhal could have a d¡rect and material

effect on each of Autonomous Municipality of Humacao, Puerto Rico's major federal programs for the year ended

June 30, 2015. Autonomous Municipality ol Humacao, Puerto Rico's major federal programs are identified in the

summary of audito/s results sect¡on of the accompanying schedule of findings and quest¡oned costs.

M a n a geme nt's R e s po n s i b i I ity

Management is responsible for compliance with the rEuirements of laws, regulations, contracts, and grants

applicable to its federal programs.

Au dito r's R e s pon si b i I ig
Our responsibility is to express an opinion on compliance for each of Autonomous Municipali§ of Humacao,

Puerto Rico's major federal programs based on our audit ol the types of compliance requirements refened to

above. We conducted our audit of compliance in accordance with auditing standards generally accepted in the

United States of America; the standards applicable to linancial audits contained in Govemment Audrting

Standards, issued by the Comptroller General ol the United States and OMB Circular A-133, Audds of States,

LocalGovemments, and Non-ProÍit Organr'zaflons. Those standards and OMB Circular A-133 require that we plan

and perform the aud¡t to obtain reasonable assurance about whether noncompliance with the types of compliance

requirements refened to above that could have a direct and maierial effect on a major federal program occuned.

An audit includes examining, on a test basis, evidence about Autonomous Municipality of Humacao, Puerto Rico's

compliance with those requirements and performing such other procedures as we considered necessary in the

circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal

program. However, our audit does not provide a legal determination of Autonomous Municipali§ of Humacao,

Puerto Rico's compliance.

Opinion on Each Majot Fedetal Prc$am

ln our opinion, Aulonomous lVunicipality of Humacao, Puerto Rico, complied, in all material respects, with the

types of compliance requirements referred to above that could have a direct and material effect on each of its

major federal programs for the year ended June 30, 2015.



Report on lnternal Control Over Compliance

Management of Autonomous Municipal¡ty ol Humacao, Puerto Rico, is responsible for establishing and

maintaining effect¡ve internal control over compliance with the types of compliance requirements referred to

above. ln planning and performing our audit of compliance, we considered Autonomous Municipality of Humacao,

Puerto Rico's intemal control over compliance with the types of requ¡rements that could have a direct and material

effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major lederal program and to test
and report on intemal control over compliance in accordance with OMB Circular A-133, but not for the purpose of

expressing an opinion on the etfectiveness of intemal conkol over compliance. Accordingly, we do not express an

opinion on the effectiveness of Autonomous Municipality of Humacao, Puerto Rico's intemal control over
compliance.

A deficiency in intemal control over compliance exists when the design or operaiion of a control over compliance

does not allow management or employees, in the normal course of performing their assigned functions, to
prevenl, or detect and correct, noncompl¡ance with a type of compl¡ance requirement of a federal program on a

timely basis. A material weakness in internal 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 federal program will not be prevented, or detected and

mnected, on a timely basis. A significant deficiency in intemal control over compliance is a deficiency, or a
combination of deficiencies, in intemal control over compl¡ance with a type of compliance requirement of a federal

program that is less severe than a material weakness in intemal conkol over compliance, yet ¡mportant enough to

merit attention by those charged with govemance.

Our consideration of intemal control over compliance was for the limited purpose described in the first paragraph

of th¡s sect¡on and was not designed to identify all deficiencies in intemal control over compliance that might be

material weaknesses or significant deficiencies. We did not identify any deficiencies in intemal control over

compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not

been identified.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the governmental activities, the business-§pe activit¡es, each major

fund, and üre aggregate remaining fund information ol Autonomous Mun¡cipality of Humacao, Puerto R¡co, as of

and for üe year ended June 30,2015, and the related notes to the financial statements, which collectively

comprise Autonomous Municipality of Humacao, Puerto Rico's basic financial statements. We issued our report

thereon dated March 30, 2016, which contained a qualified op¡nion on financial statements of he govemmental

activities because we were unable to obtain sufficient appropriate evidence of the amounts reported regarding üe
Municipality's participation in the Puerto Rico Employee Retirement System. Our report included unmodilied

opinions on the bus¡ness-type activities, each major fund, and the aggregate remaining fund information. Our

audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the

basic financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB C¡rcular A-133 and is not a required part ol the basic financial

statemenls. Such information is the responsib¡lity of management and was derived from and relates directly to the
underlying accounting and oher records used to prepare the basic financial statements. The information has been

subjected to the aud¡ting procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the basic financial statements or to the basic financial statements themselves, and other

additional procedures in accordance with auditing standards generally accepted in the United States of America.

In our opinion, the schedule of expenditures of federal awards is faify stated in all material respects in relation to
the basic financial statements as a whole.
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CO Tot{wEALTH oF PUERTo RICO

AUTONOMOUS MUNICIPALITY OF HUIiIACAO, PUERTO RICO
ScHEoutE oF ExpEt{DfTURES oF FEDERAL AwaRDs

FOn fHE F§cAt YEAR EI{DED JUIIE 30, 201 5

FEDEHAL GRANToR / PASSTHBoUGH

GRANToR/ PHoGFAM oR CLUSTER TrrLE

U.S. Departmenl of Agriculturé:

Pass-Through Puerto Rico Department of Educalion:

Child and Aduh Care Food Pr0gram.............

USDA - Rural Developmenl Direct Program:

Water and Waste D¡sposal System for Bural Communities..
Total U.S. Department ol Agriculture.,........

U.S. Department of Housing and Urban Development:

Direct Programs:

Commun§ Development Block GranuEntitlement

Grants (CDBG)

Emergency Solutions Granls Program (ESG) ......................

Sheller Plus Care......
Housing Opportunities for Persons wrh AIDS (HOPWA) .....

Sechon 8 Housing Choice Vouchers..........

Tolal U.S. Departmenl of Housing and Urban Development

U.S, Department of Tran3portat¡on:

D¡rect Program:

Federal Transit - Capital lnvestment Grants (Cluster) .........

U, S. Department of Health and Human Services:

Pass-Through PR Office for Procurator lor üre Elderly:

Spec¡al Programs lor the Aging - Title lll, Part C -
Nutrtional Services

Pass-Through PH Department ol Fam¡ly:

Commun¡ty Service Block Grant

Pass-Through Administration for the Childhood Care and

lntegral Development:

Child Care and Development Block Grant..
Head Starl Program..

Direct Program:
Head Start Program..

Total U.S. Department of Health and Human Services.......

U.S. Department ol Homeland Secudty:

Pass-Through Office of the Governor
D¡saster Grants-Public Ass¡stance..............

Homeland Security Grant Program (HSGP)

Total U.S. Deparhent of Homeland Security

TOTAL EXPEl{DITUBES OF FEDERAL 4WARDS............

14.218
14.231
14.238
14.241

14.871

93.045 N/AV

93.569 2015-000245

93.575 2012-20'13-039

93.600 02cH9944

93.600

FEDERAL

CFDA
NUMBER

PASS.THFoUGH

EñTtrY IDENTTFYTNG

NUMsER

FEoEnAL

ExPENDtruHEs

10.558

r0.760

ccc-081

63-003-690-66.0046

FEMA 4017
t{/Av

$ 979,¡136

952.889
1.932.325

1,715,264
21,865

55,840
81,504

1,863,224

3.737.697

82.501

88,137

23,789

2't7,167
8,327,220

1.3r0.755

9.967.068

6,985
698.345
705.330

$10!124§41

97.036
97.067

See notes to schedule of expenditures of federal awards.



Comro WEALTH oF PUERTo Rrco

AUTONOMOUS MUNICIPALITY OF HUMACAO, PUERTO RICO
NorEs ro SCHEDULE oF ExpEr¡o[unEs 0F FEoEnaL AwaRDs

FoR fHE FIscAt YEAR E}¡DEO JUNE 30,2()f5

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

NOTE 6

c.

GENERAL

The accompanying Schedule of Expenditures of Federal Awards includes he federal grant activ¡ties ol the
Autonomous Mun¡c¡palrty ol Humacao, Puerto Rico. The informat¡on ¡n h¡s Schedule ¡s presented in accordance
with the requ¡rements of OMB Circular A-133, Audits ol States, Local Govemnents, and Non-Profit Organizalions.
Therefore, some amounts presented in his Schedule may differ from amounts presented in, or used in the
preparation ol, the general-purpose linancial statements. The Municipality reporting entrty is delined in Note (1)

(A) lo the general-purpose linancial statements. All lederal linanc¡al awards received d¡rectly Írom federal agency
as well as federal financial awards passed through oher govemment agenc¡es are included on the Schedule.

SU]IIMABY OF SIGNIFICA}{T ACCOUNTING POLICIES

The accompanying Schedule of Expenditures ol Federal Awards ¡s prepared from Municipalrty's accounting

records and is not ¡ntended to present the financial position or the resu¡ts of operat¡ons.

The Municipality records he linancial kansactions and conditions of the grants consistent with accounting
principles generally accepted in the United States of Amer¡ca.

Expenditures are recognized ¡n the account¡ng period in which the liabil§ is incuned, if measurable, or when

actually paid, whichever occurs f¡rst.

FEDERAL CFDA 1'IUiIBER

The CFDA number included in this Schedule are determ¡ned based on he program name, review of grant

conlract informat¡on and lhe Oflice of Management and Budget's Catalogue of Federal Domestic Assistance.

PAS$THROUGH GRAiÍTOR'S I{UMBER

State or local govemment distribut¡on of federal awards to he Mun¡cipality are trealed as if they were received

directly f rom the federal govemment. OMB Circular A-133 requires the schedule to include the name of the pass-

hrough entrty and idenlify¡ng number assigned by the pass- hrough ent¡ty lor federal awards received as a
subrecipient. Numbers ident¡fied as N/A are not applicable and numbers identlied as ITUAV are not available.

i,AJOR PROGBAMS

Major programs are ¡dentilied in the Summary of Auditor's Results Section of he Schedule of F¡ndings and

Questioned Costs.

RELATIONSHIPS TO FEDERAL FINANCIAL REPORTS

Expenditures of federal awards are reported in the Municipal¡tys Statement ol Revenues, Expenditures and

Changes ¡n Fund Balances- Governmental Fund as follows: Head Start - $8,327,220 and Oher Governmental
Funds $8,097,701.

END OF NOTES



COMMONWEALTH OF PUERTO RICO

AUTONOMOUS MUNICIPALITY OF HUMACAO
SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30,2015

SECTION I - SUiI;]IARY OF AUDITOR'S RESULTS

F¡nanc¡al StaH¡Ér s

Type of audito/s report issued:

lntemal confol o,/er financial reporling:

. Significant mnlrol deficiency identilied?

. Malerialweakness(es)identffied?

Noncompliance malerial lo f¡nanc¡al statements noted?

Federal Awards

lntemal control over ma¡or prcgrams:

. S¡gn¡ficant control defic¡ency ident¡lied?

. Materialweakness(es)identified?

E Unmodified Opinion - fX I Qualified Opinion -
All Op¡n¡on Un¡ts except Scope L¡m¡tation on
Govemment-Wide Govemmenl-Wide

Financ¡al Statements Financial Slalements

E AdverseOpinion f] D¡sclaimer Opinion

fl ves

J-l ves EHo

EHofl yes

fl ves fXl None reported

I ves Em
Type of audito/s report ¡ssued on compl¡ance lor
Mijor Programs: E Unmod¡f¡ed Opinion ! Qualified Opinion

I Adverseopinion E D¡sclaimer Opin¡on

Any auditfinding disclosed lhat are required lo be reported

¡n áccordance w¡tn Seaion 510(a)of CircularA-1«]i fl ves E ruo

ldent¡l¡cation ol M4or Programs:

CFDA Number Name of Federal Proqram orcluster

E None reported

Dollar threshold used to distinguish belween

Type A and Type B Programs:

Auditee qualified as low-risk auditee?

Child and Adult Care Food Program

Waler and Waste DisposalSystems for Rural Communities

Commun¡ly Development Block Granbi Entitlement (CDBG)

Sect¡on 8 Housing Choice Vouchers

Head Start Program

Homeland Security Granl Program

$492,747

fx I ves

10.558

10.760

14.218

14.871

$.6m
97.67

Euo



OOIIOIÍUEALIH (» PUEBIO R]CO

I AUTOI{OTOUS f,Ur{rCrPAUrY OF HUilACAO
L SCtlEfXrLE 0F m{ililGs At{D OlJESlXrllED OfrStS (Cootinued)

FOR THE YEAR EIIDED JUI{E 30, 2I}I5

I

sEcftol{ 11- FrM,ilctAr sfArilEr{r Fll{rxl{Gs
IL None.

Il- 
sEcfroil il - FEDERAL AwARfls FrNDr]¡csAt{D ouEsnoNED co$s

r None.
I

It-
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I

I

I
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COMMONWEALTH OF PUEBTO RICO
AUTONOIiIOUS MUNICIPALITY 0F HUMACAO, PUERTO RlC0
SUiIMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOB THE YEAR ENDED JUNE 30, 2015

Fiacal Finding
Year umber

CFDA Ouestionsd
Number Cost(s) Commcnts

(1) Prior Audil Findinga, fully conec.tcd or not notcd during our aud¡t:

None.

(2) Prior Aud¡t Find¡ngs, not corrcctéd or part¡ally correcled:

None.

(3) Corr€ctiv? action teken ¡s s¡gn¡ficenüy dilfcrent from conective action peviously reported:

None.

(4) Prior Audit Findinga, arc no longcr valid:

None.

END OF SCHEDULE
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