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INDEPENDENT AT,'DITOR'S REPORT

The Honorable Mayor, Members of the

Municipal Legislature and People ofthe
Municipality of Las Marías
Las Marías, Puerto Rico

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental actiüties, of the
Municipality of Las Marías of the Commonwealth of Puerto Rico (the Municipality), each major fund,
and the aggregate remaining fund information ofthe Municipality as ofand for the year ended June 30,
2015, and the related notes to the financial statements, which collectively comprise the Municipality's
basic financial statements as listed in the table of contents. We also have audited the accompanfng
Statement of Revenues and ExpenditLres - Budget and Actual - Budgetary Basis - General Fund of
the Municipality for the fiscal year then ended, which is presented as part of the basic financial
statements.

Management's Responsibility for the Financial Statements

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

A u ditor's Re s p o n s i bi lity

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with Auditing Standards Generally Accepted in the United States of America.
Those sta¡dards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

Auditor's Responsibility (Continued)

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to ftaud or
error. In making those risk assessments, the auditor considers intemal control relevant to the entity's
preparation and fair presentation ofthe ñnancial statements in order to design audit procedures üat are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accouating estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Basis for Qualilied Opinion on Governmental Actiüties and Note Disclosure Regarding Pensions

As discussed in Notes I and 8 to the basic financial statements, the Municipality has not implemented
the requirements of Statement No. 68 ofthe Govemmental Accounting Standards Board, Accounting
and Financial Reporting for Pensions, an amendment of GASB Statement No. 27. Accordingly,

1. The Municipality has not been able to determine and account for its proportionate share ofnet
pension obligation, deferred inflow of ¡esources and deferred outflow of resources related to
pension costs and,

2. The Municipality has not recognized the effect of current period changes in net pension
obligation, deferred outflow of resources and deferred inflow of resources as these relate to
pension costs.

Accounting Principles Generally Accepted in the United States of America require that pension related
liability, defened outflow of resources, deferred inflow of resou¡ces, as applicable, be recognized in
accordance with the parameters established by GASB Statement No. 68, as well as the effect ofcurrent
period changes of the aforementioned amounts that must be recognized in pension expense during the
current period. Recognition of these amounts would increase liabilities, increase deferred outflow of
resources, increase deferred inflow ofresou¡ces, increase the deficit, and change the pension expenses
of the govemmental activities. The amounts by which this departure would affect liabiliti€s, defened
outflow ofresou¡ces, deferred inflow ofresources, deficit, and expenses ofthe govemmental actiüties
has not been determined.

The accompanying notes to the basic financial statements do not disclose the pension cost information
required by GASB Statement No. 68. In our opinion, disclosure of this information is required by
Accounting Principles Accepted in the United States of America.
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INDEPENDENT AUDITOR'S RJPORT
(Continued)

Qualifted Opinion

ln our opinion, except for the possible effects of the matter described above in the Basis for Qualified
Opinion on Govemment Activities and Note Disclosure Regarding Pensions paragraph, the financial
statements referred to above present fairly, in all material respects, the financial position of the
govemmental actiüties of the Municipality of Las Marías as of June 30, 2015 and the respective
changes in financial position thereol for the year then ended in accordance with Accounting Principles
Generally Accepted in the United States of Ame¡ica.

anmodified Opinion

In our opinion the financial statements refened to above present fairly, in all material respect, the
respective financial position ofeach major fund, and the aggregate remaining fund information ofthe
Municipatity of Las Marías as of June 30, 2015, and the respective changes in financial position for
the year then ended in accordance with Accounting Principles Generally Accepted in the United States
of America.

Othet Malterc

Re o ui r e d Supp I em en t artt I ryfo rm ati o n O mi t t e d

The Municipality has omitted the Schedule of the Municipality's Proportionate Share of the Net
Pension Liability, and the Schedule of Municipality's Contributions to the Employees' Pension Plan,
information that Accounting Principles Generally Accepted in the United States of America require to
be presented to supplement the basic financial statements. Such missing information, although not a
part ofthe basic ñnancial statements. is required by the Govemmental Accounting Standards Boards
who considers it to be an essential part of the financial reporting for placing the basic financial
statements in an appropriate operational, economic or historical context. Our opinion on the basic
financial statements is not affected by this missing i¡formation.

Reauired Suoplementa4t Informatio n

Accounting Principles Generally Accepted in the United States of America require that the
Management's Discussion and Analysis, Budgetary Comparison Infomation on pages 3 though 14
and 56 through 58 and the Schedule of Funding Progress Employees' Retircment System by the
Commonwealth of Puerto Rico and its instmmentality be prese¡ted to supplement the basic financial
statements. Such information, although not a part ofthe 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 ñnancial statements in an appropriate operational, economic, or
historical context. we have applied certáin limited procedures to the reqüred supplementary
info¡mation in accordance wiü Auditing Standards Generally Accepted i¡ üe united states of
Americq which consisted ofinquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained dr.[ing 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.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

üher Reporting Requbed by Government Audirtng Standard.s

In accordance with Government Auditing Standards, we have also issued our report dated March 3,
2016, on our consideration of the Municipality ofLas Marías as ofthe Commonwealth of Puerto Rico
intemal control over financial repoñing and on our tests of its compliance with cert¿in provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of intemal control over financial reporting or on compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Govertment
Auditing Standards is considering the Municipality's internal control over financial reporting and
compliance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Municipality of Las Marias of the Commonwealth of Puerto Rico's basic
financial statements. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes ofadditional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governmenrs, and Non-Profit Organizations, and is not a required part of the
basic financial statements. Such information is the responsibility ofmanagement and was derived from
and relates directly to the rmderlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit ofthe
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with Auditing Standards Generally Accepted in the united states of America. In our
opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as whole.

Yfi,- ú/?¡f /a, /.t.¿.
NIEVES VELAZQUEZ & CO.. P.§.C.
Sa¡r Juan, Pueno fuco
Ma&h 3. 2016

Sl.r¡p No. 0272585? ofthc Puerto Rico Socicty of
Certified Public Accountants has been affixed to
the origrnal of úis report.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30,2015

Within this section of the Municipality of Las Marias's financial statements, the Municipali§ provides

a narrative discussion and analysis of the financial activities of the Municipality for üe fiscal year ended

June 30, 2015. The Municipality's financial performance is discussed and analyzed within the context of
the accompanying financial statements and disclosu¡es following this section. The discussion focuses on

the Municipality's primary govemment.

FINANCIAL IIIGHLIGHTS

. The assets ofthe Municipality ofLas Marias exceeded defened inflows and liabilities, at the close

ofthe most recent fiscal year by S12,655,624 (Net position).

. The capital assets decreased by S7'7,967 as compared to prior year mainly due to accumulated

depreciation of municipal properties.

. The Municipality's govemmental funds reported total ending fund balance of 52,474,386 this year.

This amount represents a decrease of $41,784 during the current year as compared to the prior year

ending fund balance of $2,516.170. The unassigned fund balance ofthe General Fund fo¡ fiscal
year 2015 amounts to S1,028,701. which represents an increase of $191,525 as compared to the
prior year balance.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Mudcipality's basic financial
stafements. The Municipality's basic financial statements include: l) Govemment-Wide Financial
Statements, 2) Fund Financial Statements and 3) Notes to the Financial Statements. This report also
cont¿ins other supplementary information.



COMMONW-EALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 201s

BASIC FINANCIAL STATEMENTS

Government-Wide Financial Statements

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

with a broad overview ofthe Municipality's finances, in a manner similar to a private-sector business.

The Statement ofNet Position presents information on all of the Municipality's assets and liabilities, and

their difference reported as net assets. Fluctuations in net assels may serve as a useful indicator on whethef
the financial position ofthe Municipality is improüng or deteriorating.

The Starement ofActivities presents information showing how the Municipality's net assets changed during
the most recent fiscal year. All changes in net assets are reported when the underlying eveñt giving rise to
the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
fu the Statement of Actiüties that will only result in cash flows in future fiscal periods. The Statement of
Activities is focused on both the gross and net cosl ofvarious activities. This is intended to summarize and

simplifr the user's analysis ofthe cost ofvarious govemmental services.

The Municipality's activities are principally supported by taxes and intergovernmental revenues
(govemmental actiüties). Such govemmental activities are classified as General Govemment, Urban and

Economic Development, Public Safety, Health and Sanitation, Culture, Recreation and Education, and

Public Housing and Welfare-

Fund Financial Statements

A fund is a grouping of related accounts that a¡e used to maintain control over resources that have been
segregated for specific activities or objectives. The Municipality, like other state and local govemments,

uses fund accounting to ensue and demonstrate compliance with finance-related legal requirements. All of
the funds of the Municipality are classified in the category of govemmental funds.

Govemmental funds are used to account for essentially the same functions reported as govemmental
actiüties in the government-wide financial statements. However, unlike the government wide financial
statements, govemment fund financial statements focus on current sources and uses of expendable
resources, as well as on balances of expendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a Municipality's near term financing requirements.

Because the focus ofgovernmental funds is narrower than that ofthe government wide financial statements,
it is useñrl to compare the information presented for governmental funds with similar information presented
for governmental actiüties in the govemment wide financial statements. By doing so, users of the basic
financial statements may better understand the long-term impact ofthe Municipality's near-term financing
decisions. Both the governmental funds balance sheet and the govemmental fund statements ofrevenues,
expendihres, and changes in fund balances provide a reconciliation to facilitate this comparison between
govemmental funds and governmental activities.



COMMONWEALTH OF PL,ERTO zuCO
MUNICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AN'D ANALYSIS
JUNE 30,2OTS

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding ofthe data proüded in the
govemment wide and ñ¡nd financial statements.

Required Supplementary Information

The basic financial statements are followed by a section of Required Supplementary Information. This
section includes a Budgetary Comparison Schedule between final budgeted amounts and actual amounts

for the General fund.

Supplementary Information

The basic financial statements are followed by a section of Required Supplementary Information. The
Public Housing Assessment System (PHAS) Final Rule issued on January I l, 2000 124 CFR Part 902

Subpart C, Section 902.30], states that HUD wants a PHA financial assessment performed on an "entity-
wide" basis. Entity wide as interpreted by HUD and defined by Govemmenl Accounting Standards Board
(GASB) Clarification of Public Housing Authority Reporting Requirements and OMB Circular A-133
Implications (Accounting Issue # 10) 2 REAC PHA-Finance Accounting Briefs Real Estat€ Assessment

Center Statement No. 14 "The Financial Reporting Entity".

The Public Housing Authorities and OMB Circular A-133 established reporting reqürements for funds
participant's agencies under the PIIAS using the Financial Data Schedule (FDS). FDS submissions are

reüewed by HUD's Real Estate Assessment Center (REAC) in order to obtain a level of confidence that
the information submitted by Public Housing Authorities (PHAS) is complete and presented in conformity
with Generally Accepted Accounting Principles (GAAP). The FDS data submitted to REAC, with the
exception of Section 8 only PHAs, is used as the basis for the development ofthresholds for the financial
scoring of PHAs.

This Space Has Left Blank Intentionally
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

MA.NA.GEMEI'¡T DISCUSSION AND ANALYSIS
JUNE 30,2015

ANALYSIS OF GOVERI\MENT WIDE FINANCIAL STATEMENTS

Net Position - The condensed statement ofnet position ofthe Municipality as ofJune 30, 2015 and 2014
is presented below:

2015 2014 Change ToCh¡nge

Curent and other assets, net ofaccumulated
amortiz¿tion

Capital assets, net of accumulared depreciation

Totsl Assets

Long term liabilities

Other liabilities

Total Liabilities
Net Posltion:

Net investment in capital assets

Restricted

Unrestricted

Total Net Position

s 3,385,556

2t,421,598

§ 24,807.154

10322,199

1,829,331

s 12,151,530

r 5,789,480

11 ,626,923
(t 4,7 60,77 9)

_§J2@'6u

s 3,82r,597

2t,499,565

§ 25.321,r62

10,363.319

2,149,961

$ 12,513,280

15,86'7,447

1 t,970,706
(1s,030,27 r )

_-q__!2É07É!L

s (436,041)

(77 ,967)

s (514.008)

(41, r 20)

(320,630)

s (361,750)

(77 ,967)
(343,783)

269,492

__t_g§?¿§!L

(2.03%l

-0.40%

-t4.9t%
(2.89o/ol

-0.49%

-2.87%
-t.79%

(t.l9o/ol

-l | .4lo/o

-0.36%

As noted above, the Municipality total assets decreased by $514,008 and the total liabilities also decreased
by $361,750 mainly due to the decrease of $436,041 in current and other assets and the decrease of
noncurrent liabilities amount by S320,630 due to a decrease in short term obligations during the year. As a
result, the net position decreased by $152,258. Net position may serve over time as a useful indicator ofa
govemment's financial position. The Municipality's net position still strong in the amount of $ 12,655,624
as ofJune 30,2015, as compared to the net position of$12,807,882 ofthe previous fiscal year.

The largest portion of the Municipality's net position represents the investment in capital assets sr¡ch as

land, büldings, eqüpment, etc., less any outstanding related debt used to acquire those assets. The
Municipali§ uses these capital assets to provide services to its citizens; consequently, these assets are not
available for future spending. Although the Municipality's investment in its capital assets is repotted net
of related debt, it should be noted that the resources needed to repay this debt must be provided from the
Debt Service Fund, since the capital assets themselves cannot be used to liquidate these liabilities. The
amounts restricted for debt service represent another portion of th€ net position, and these are resor¡rces
subject to external restrictions for the purposes explained above.

An additional portion ofthe Municipality's Net Position is the unrestricted deficit. This is the consequence
ofprevious budgets, which did not provide funding for incurred long-term obligations such as compensated
absences, landfill closure and post-closure care costs, claims andjudgments and others. Historically, such
obligations have been budgeted on a pay as you go basis without providing funding for fheir futu¡e
liquidation. Consequently, the Municipality cannot dmw from its existing assets to provide services to its
citizens and depends on its taxing ability to continue its operation.
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COMMONWEALTH OF PUERTO zuCO

MUNICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30,2015

ANALYSIS OF GOVERNMENT WIDE FINANCIAL STATEMENTS (Continued)

Activities

The Condensed St¿tement of Activities ofthe Municipality for the years ended June 30, 2015 and 2014 is
presented in the following section. As noted therein, the Municipality's net assets decreased by S152,258.
Grants and contributions, accounted for approximately 32.42o/o and 34.36% of the Municipality's total
revenue for fiscal years 2015 and 2014, respectively. On the otherhand, in fiscal year20l5, approximately
61.77% (64.19% in fiscal year 2014) resulted from taxes. Certain changes directly related to accounts within
sections of revenues and expenses are the result of an administrative analysis that resulted in the
redistribution of some functions from the curent year onwards.

The Municipality's expenses cover ¿ range ofservices. The largest expenses during fiscal year 2015 were
for activities related to Gene¡al Government S4,360,666, Urban and Economic Development 52,227,826,
and Public Housing and Welfare $1,333,498. Total expenses on 2015 decreased in comparison with fiscal
year 2014 total expenses by 6.9ó% $(750,628).

P¡ograrn Revetlues:
Operating grants and contributions

Capital gÍa¡is and contributions

Cener¡l Reve¡ue5:
Propqty t¿'(€s

Municipál üce$e tax€s

ConsEucticñ excise taxes

Sale tax

Gr¿¡rts & co¡t¡ibutions
Miscella¡eous

Tot¡l R€venues

Erpeí3e!r
Gerc¡¡l Govemmenl

Urta¡ ¡od Economic Developúe¡t
Public Safety

Health á¡d Sanitation

Culture, Recre¡tion and Education

Public Housing and Welfare

Intciast on l¡ng-tefm Obligations

Tot¡l ExpEn§e§

Ch¡ngc l¡! Net Position

Net Posldoñ ¡t begitutlng of nrcal year

Nct Posltlon ¡t cnd ofyear

s 2,r07,834

552,010

$ 2,659,&14

s 5,246.310

103,7t6

121,570

1,094,832

599,1

s6,26
s 9,tt2¡32

s 4,360,666

2,227,826

856,523

602,723

546,929

1.113.498

106,425

$ r0,ol4,5m

§ 052.258)
12.807,8E2

$ l¿.ó55.ó24

2014

§ ¡,953,794

562,\2
s 2,516.106

s sA14,266
|0,112
62,618

1,235,148

l,¡ 36,457

15,{,030

s 10,629,997

Ch¡r¡ge

s t 54,M)
(10,302)

s 143,738

$ (167,956)
(7,056)

58,952
( 140,916)

(536,663)

(91,164t

s (747,66s)

s 16t,147
(E63,50',7)

(314,609)

6,153

(24,505)
(31,352)

le0.580 (284.t55)
s 10,785,2tE

"/o Chqrgé

7.886/.

-t.810/o

5.71./.

-3.tú/o
-6.37o/o

94.15%
-t L400/o

-47.220/o

-63.410/0

-1.O3./"

2t.t5%
-21.930/.

-26.86%

r.03%
4.29%
-2.30%

-12.75%

s (7$,628) -6.96yo

$ 2,963 -1.91%
(r5s22r) -t.20%

$ (l52rs8) -t.19yo

3,599,319

3,09r,333

I,171,132
596,5?0

571,434

1,164,8J0

s (r55,22r )

12,963,103

¡ 12.t07.882
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COMMON'WEALTH OF PUERTO RICO
MI,]MCIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2015

Total revenues from govemmental actiüties decrease by approximately 7o/o (5747,665) as compared to
prior year. This decrease is mainly the result ofa decrease on grants and contributions, proper§ taxes and

charges for services. The Figure I below illustrates the revenue comparison between 2015 and 2014.

FIGURE I

Municipality of Las Marías
GovernmentalActivities - Revenues by Source

FiscalYears Ended June 30, 2015 and 2014

s6,000,000

s4,000,000

s2,000,000
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Funct¡ons

The Municipality's expenses cover a range of services. The largest expenses are General Govemment
with 43% and Urban and Economic Development wiü 22%.

Total expenses decreased 6.96Yo when compared with fiscal year 20l4.As a result, üe net position
decreased §152,258 or 1%o with respect ofprior year net position. The following Figure 2 illustates the
expenses comparison between 20 I 5 nd 2014 .
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COMMONWEALTH OF PUERTO RICO
MUMCIPALITY OF LAS MARIA§

MANAGEMENT DISCU§SION AhID ANALYSIS
JUI\E 30,2015

FIGT'RE 2

Municipali§ of Las Marías

a 2015
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COMMONWEALTH OF PIJTERTO RICO
MT'NICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30,2015

FINANCIAL ANALYSIS OF THE GO\IERNMENT'S FT]NDS

Governmental Funds

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

At the end ofthe cu¡rent fiscal year, the Municipality's govemmental funds reported ending firnd balances
of $2,474,388, which represents a decrease of S41,784 in comparison with prior fiscal year balance of
$2,516,170. For the end of fiscal year 2015 the Municipality of Las Marias presents an unassigned ñrnd
balance of$1,028,701. The remainder of the fund balance assigned or restricted to indicate that it is nor
available for new spending because it has already been reserved to: a) capital projects $21,781; b) debt
service S6l5,l5l and, c) other specified purposes $808,753.

Following is a summary of the financial analysis of the Municipality's funds:

. General Fund - This fund is the ope¡ating fund of the Municipality. For the year end June 30,
2015 the fund balance ofGeneral Fund amounted to S1,028,701 or 42Vo of the total ending fund
balances. During the fiscal year the fund balance ofthe General Fund increased by $191,525 in
comparison with the púor fiscal year mainly due to increase in taxes and intergovemmental
revenues.

The main sources of revenues in the General Fund durhg fiscal year 2014-2015 was: taxes
(property taxes, sale taxes and construction excise tax) with 90% of total revenues,
int€rgovemmental contributions with 9% oftotal revenues, aad t}re remaining 17o were conrpleted
wiü revenues related to charges for services, interest on deposits and miscellaneous. Total
expenditures in General Fund represents approximately 68% of the total expenditu¡es in the
govemmental funds. Expenditures related to general govemment activities represents 53% of the
General Fund expenditu¡es while urban and economic development and public housing and welfare
represeüts l7o/o and l0qio, respectively.

Debt Service Fund - The debt se¡vice fund ¡eported a decrease in fund balance during the current
fiscal year 2014-2015 of 2l% (5164,579) in comparison with the fiscal year 2013-2014. The
ending fund balance at June 30, 2015 for the debt service ñrnd represents 25% of total fund
balances. Debt Service Fund revenues amounting to

$563,088 represents 60á or total govemmental funds revenues. There were no significant variances
ofexpenditures with respect to prior year repoñs.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30,2015

CAPITAL ASSET§

The Municipality's investment in capital assets for its govemmental actiüties as ofJune 30, 2015 amounted
to approximately $15,789,480 (net of related debt). This investment in capital assets includes land,
building, equipment, improvements, vehicles, infrastructure and construction in progress.

The total decrease in the Municipality's investment in capital assets was .49%o as compared to the last fiscal
year. Actual expenditures to purchase or construct capital assets for the fiscal year ended June 30, 2015
was 577,967 while depreciation charges amounted to $1,200,365 for the fiscal year. The ending balance
reported on capital asses amounted to 534,053,045 by the end of year, with accumulated depreciation
amounting to S I 2,631,447.

Cost Basis of Cspital Assets and the Accumulated Deprecietion and Amortizstioni

Non-depreciable assets

I¡nd
Construction in progress

Depreciable asset¡

Land improvements

Bulding, s&ucture and improvements
Infrastructure
Machinery and equipment
Licensed vehicles

Total

Cost Basis ofCapitsl Assets ¡t
6t10t2015

s 5,416,663

943,97 4

13,456,100

3,659,919
'1,t08,7s'7

t,223,902
2,243,730

s 34,053.045

Accumul¡ted Depr€cl¡tioo at
6t30t20ts

s

3,327,t03
|,t23,682
4,614,381

t,370,443
2,195.838

s 12,631A47

LONG-TERM DEBT

Summary ofthe Municipality's outstanding debt at June 30, 2015 and 2014 below:

At June 30, 2015, the Municipality had s7,722,000 in general and special bonds payable, an increase with
respect to the prior year due to the principal payments made during fiscat yeu ZOt+-iOtS. The Municipali§
has no other significant change in long+erm debt amounts with rispect to fiscal year 2013-2014.
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COMMONWEALTH OF PUERTO RICO
MUMCIPALITY OF LAS MARIAS

MANAGEMENT DISCUSSION AND AI|IALYSIS
JUNE 30,2015

ECONOMIC FACTORS AND NEXT }'EAR'S BUDGETS AND RATES

The Municipality is a political legal enti§ with full legislative and administrative powers in every area
of municipal govemment, with perpetual existence and legal personality. The Municipal Govemment
comprises the executive and legislative branches. The Mayor exercises the executive power and the
Municipal lrgislatwe, which is composed of l2 members, excises the legislative power.

As preüously discussed in this report, the Municipality provides a full range of services to its community
in general. The Municipality's principal sources of revenue are property taxes, municipal license taxes,
contribuüons by the state govemment, and Federal Grants.

The Municipality has a moderate industrial base, which includes facto¡ies and industries, wholesalers,
retail stores, financial institutions, restaurants, among others. This industrial base has maintained almost
the same level during the most recent years.

The Municipality's Budget for the ñscalyear 2014-2015 increased by $80,295 as compared to the prior
fiscal year.

REQUEST FOR INT'ORMATION

The financial report is designed to provide our citizens, taxpaye¡s, customers, investors and c¡editors v¡ith
a general overview ofthe Municipality's finances and to demonstrate the Municipality's accountability. If
you have questions about this repod or need any additional information, contact the Municipal Director of
Finance, Atur: Willis Cruz Muñiz, af P.O. Box, Las Marias, PR 00670 or call (787) 827-3220-

This Space Has LeÍ Blank lrrtentionaUy
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

STATEMENT OF NET POSITION
FOR TIIE FISCAL YEAR ENDED JI]NE 30, 2OI5

,4^SSET§

Account receivable, net:

Property taxes (Net of allowance for doubtful of S 1,569,771)

Grants and contributions
Restricted assets:

Cash and cash equivalents

Cash and cash equivalents with fiscal agent

Capital assets:

Non-Depreciable
Depreciable, net of accumulated depreciation of$ 12,631,447

Total Assets

LIABILITIES AND NET POSITION

LIABILITIES:
\-, Accounts payable and acm¡ed liabilities

Due to other agencies

Deferred revenues - Municipal license tax
Accrued interest

Non crrrent liabilities:
Due within one year

Due after one year

Total Liabilities

NET POSITION:
I¡vestrnent in capital assets, net ofrelated debt
Assigned for:

Capital purposes

Restricted for:
Debt service
Other specifi ed purposes

Ulassigned

Total Net Position

GovernmentáI
Actiüties

$ 133,572.00
51,728

1,972,207

1,222,049

6,360,637
1s,060,961

$ 24,807,154

364,392
75,505

t42,526
18?,621

1,0s9,287

10,322,199

12,I51,530

15,789,480

21,781

615,151

(3,770,788)

§ 12,655,624

See notes to the basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIA§

STATEMENT OF ACTTVITIES
FOR TITE FISCAL YEAR ENDED JUNE 30,2OI5

Functioú / Prog.¡Ír§

Erpense§
tncluding

Depreci.tion
¡nd Amorli?rtion

Charges
for

S€rviees

PROGRAM REVENT'ES

Proga¡ÍP Progrsm- Net
Specific Sleciñc (Eryerses)

Oper¡tion Crpitil ReYerue
Gr¡nt§& Crrnis.nd .Íd Ch¡nge.

Contribulions Corhibuifuns in Nct Po$iti)n

Governme¡rtd Activities:
General Govemment

Ufüan and Economic Development

Public Safetey

He¿lth and Saritation

Culture, Recreation and Education

Public Housing and Welfare

P¡incipal on Long-tem Obligations

Interest on Long-tefln Obligations

Totsl Governmentsl Acdütles r0,034,590 § 24,220

General Revenues

Taxes:

Property

Municipal license

Construction
Sales

Total Taxes

Crrants and contributiotrs, not resticted
to specified programs

Uffestricted intercst otr deposit
Miscella[eous

Total Generul Revetru€s

Net change in position
Net position, beginning ofyear

i\¡et positior! elrd of year

4,360,667

2,227,826

856,s23

602,723

s46,929

1,333,498

106,424

$ 23,148 $ 7,261

419,138

4r,687

285,670

488,688

1,072

710 $ (4,329,542\

694,602 ( l,l 14,086)

- (814,836)

- (602;¡23',)

- (260,187)

6,690 (838,120)

$ 1,242,450 § 702,N2

(1061424\

§ (8,065,918)

s,246,310

t03,716
12t,570

1,0u,832

6,5«,428

1,315,186

4,379

27,667

7913,660

(t52258\
12,807,882

$ 12,655,624

See notes to the basic finaucial statements.
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COMMONWEALTH OF PI'ERTO RICO
MUNICIPALITY OF LAS MARIAS

BALANCE SIIEET. GOVERNMENTAL FI]IIDS
FOR THE FISCAL YEAR ENDED JIJNE 30,2OI5

General
Fund

Debt Service
Fund

Other
Government¡l

Ftrnds

Tota¡
Government¡l

FüDds

ASSETS

Cash in commercial Bank
Account receivable, net of
allowance of uncollectible accounts:

P¡operty taxe§

Grants and coníibutions

Due from othe¡ ñ¡nds

Restricted assets:

Cash a¡d cash equivalents

Cash and cash equivalents with fiscal agent

Tot¡l Assets

LIABILITIES, DEFERRED INTLOWS OF
RESOURCES AND FUND BALANCES

LIA-BILITIES
Accounts payable a¡d acmred liabilities

lntergovemmental payable

\- Due to other funds

Urteamed rcvenues

Matured bonds due and payable

Total Liabilities

DEFERRED INFLOWS OF RE§OURCES

Imposed non-exhaage tI ansactions

Total Deferred Inflows ofResources

FUND BALANCE
Assi$ed úo:

Capital projects

Restdcted to:

Debt Service

Other specifi ed purposes

Unassigned

Total Fund Balances

Total Liabilities, Deferred Inflows of
Resources a¡d Fu¡d Balance

zz,ozc

I,3 r 1,607

359 8t2,4t8

813,516

,,J:

6ó0,600

409,272

1,092,616

$-

60,651

22,744

22,034

t,972,20't

1,222,049

3,299,685

1,098

1,393,5s3

219,261

72,143 2,762

195,603

9'1,522

22,034

t42,526

316,789

?5,505

22,034

t42,526

195,603

292,010 198J65 262,082 152,457

12,842 '72,842

12,84272,842

I,028,?0r

6l5,l5l

2t;78r

808,753

21,781

615,l5l
808,753

1,028,701

2,4743861,028,701 615,151 830,s34

1,393,5s3

See notes to the basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT LAS MARIAS

RECONCILIATION OF THE GOVERNMENTAL FUND BALAIICE SIIEET

TOTAL FI,JND BALANCE.GOVERNMENTAL FT]NDS S 2,474,T86

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

o Capital assets, net used in governmental activities are not current financial
resources and therefore are not reported in the governmental funds balance

sheet

¡ Deferred (unavailable) inflows in the Sovemmental funds that are recognized
as revenues in the statements of activities

. Intergovemmental receivables related to Christmas bonus and Property Tax that
are not conside¡ed available financial resources at fiscal year-end, therefore, are

not reported in the governmental funds.

The following liabilities are not due (mature) in the current fiscal year, therefore are not
repofed in the govemmental funds:

o Accrued employees' Christmas bonus

o Bonds payable

¡ Accrued inte¡es payable

. Notes payable

. Compensated absences

NET POSITION OF GOVERNMENTAL ACTIVITIES $ 12,6s5,624

2L,42t,598

107,905

72,842

(139,936)

(6,720,000)

(L87,621l,

(2,898,738)

(1,474,8t2]l

TO THE STATEMENT OF NET POSITION

See notes to the basic financial statements.
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COMMON'W"EALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

STATEMENT OF RE}'ENUES, EXPENDITIJRES AND CHANGES IN FUI\D BALANCES.

RET'ENUES

Taxes:

Prope¡ty taxes

Municipal liceDse ax

Consrrüction excise tax

Sales and use tax

Cha¡ges for services

Grants ¿nd cont¡ibutions

Interes on deposits

Miscellaneous

Tot¡l revenues

E}(PENDMURES

Current:

CeneÉl Govemment

Urba¡ and EcoDomic D€velopment

tub1ic Safety

\- Health and San¡tation

Cult¡re, Re¡rBtion and Education

Public llousing and Wetfare

Debt señ.ice:

Principal

Interest

Capital outlays

Total E rpenditu¡es

Exce$ (deficieDcy) of ¡€ven[es ove¡ (under)
€rpenditu¡és

Olher ñmtciig sources (uses):

Tarsfer-in from other funds

Tansfer-out from other funds

Proceeds fmm i§1¡ance ofborids

Tot¡l other FiDancing soürces (uses), net

Net ch¡nge h fund bal¡trce

Fund b¡lefte ¡t begiDning offiscal ye¡r

Fund brl¡ñce st end of fiscsl yeer $ 1,028,70t

$ 5,216,826

109,549

121,5',70

624,943

23,)48

599,194

2,098

26,433

93,064

469,88;

t3;

I,072

2,684,766

2,146

1,234

5 5,309,890

I09,549

r21,570

1,094,832

24,220

3,284,560

4,379

2'.t,667

6,724361 563,088 2,689,2rt 9,916,661

3,613,892

1,t34,115

654,002

471,558

r88,001

692,923

2;762 18,465

985,709

33,323

1,273

305,976

495,s38

3,635,t t9

2, 9,884

681,325

478,831

493,9'79

1,188,461

18 t,000

I I1,453

I,t»,399

181,000

I l l,453

63,788 1,058,611

6,818J41 295,215 2,9M.895 10,018,451

(e3980) 267,873 Q15,6771 (41,784)

r,686,482

(1.400,977) (432,4s2)

325,531

(17E,590)

2,0t2,019

Q,012,0t9)

285,505 (432,452) 116,941

t91,525 (16r,579) (68,730) (41JE4)

837,176 719,730 899j2.U 2,516,170

GO\'ERNMENTAL FTJNDS
FOR THE FISCAL YEAR ENDED JT]NE

See notes to the basic financial
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NET CHANGE IN FUND BALANCE - TOTAL GOVERNMENTAL FLTNDS

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

. Govemmental funds report capital outlays as expenditures. However, in the
statement of activities the costs of those assets are allocated over tbeir estimated
useful lives as amortization expense. This is the amount by which depreciation
and amortization exceeded capital outlays

. Repa)"rnent ofpnncipal of long term obligation is expenditure in the govemmental
funds but the repayment reduces long term liabilities in the statement ofnet assets

. Cefain adjustments on defened (unavailable) inflows reported in the statement of
activities are not considered to affect current financial resources. therefore are not
presented in the govemmental funds

. Some revenues recorded in the statement of activities do not provide curent
financial resources; therefore, they are not presented in governmental funds
statements. This revenue is measu¡able but not available at end offiscal year.

\- . Some expenses reported in the statement of activities do not require the use of
current financial resources, therefore, are not reported as expenditures in the
statement of govemmental funds - Decrease in Christmas bonus payable,
compensated absences, and intergovemmental payable

CHANGES IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

RECONCILIATION OF THE STATEMENT OF REVENTJES, EXPENDITURES AND
CHANGES IN FI]ND BALANCES OF GO!'ERNMENTAL FI]NDS

TO THE STATEMENT OF ACTTVITIES
JUNE 30,2015

l4L,784l

(77 ,e671

452,321

(s,833)

(53,s80)

(41s,41s)

(1s2,258)

See notes to the basic financial statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JT'NE 30,2015

1. ORGANIZATION AN-D SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES

O¡ganization

The Municipality of Las Marias ("the Municipality") was constituted on 1872 in the Commonwealth
of Puerto Rico (the Commonwealth). The Municipality has full legislative, fiscal and all other
governmental powers and responsibilities expressly assigned by Public Act No. 8l ofAugust 30, 1991,
as amended, known as Autonomous Municipalities Act of the Commonwealth of Puerto Rico (the Act).
The Municipality is one of seventy-eight municipalities legally separated from the Commonwealth's
govemment.

The Commonwealth's Constitution proüdes for the separation ofpowers ofthe executive, legislative
and judicial branches of the Commonwealth and the municipalitres. However, the Municipality's
governmental system consists of executive and legislative branches only. A Mayor, elected every four
years by the citizens, exercises the executive power ofthe Municipality. The legislative power ofthe
Municipality is exercised by the Municipal Legislature, whose members are also elected every four
years. The judiciary power is exercised by the General Justice Court System ofthe Commonwealth,
which has jurisdiction over the Municipality.

The Municipality assumes either partial or full responsibility for providing se¡vices to its citizens
related to public housing, welfare, public safety, health, sanitation, education, culture, recreation,
education, urban development, economic development, and many other fiscal, general and
administrative services.

Reoortine Model

The accompanying basic financial statements present the frnancial position and the results ofoperations
ofthe Municipality as a whole, and its various gove¡nmental funds as ofand for the fiscal véa¡ ended
June 30, 2015, in conformity with accoulting principles generally accepted in the Uniteá States of
America ("GAAP"), as applicable to govemmental units.

I¡ Jrme 1999, the Governmental Accounting standards Board ("GASB") issued statement No. 34:
"Basic Financial statemenÍs - and Management's Discussion and Anaiysis - for state and Local
Governme.nts ", ("GASB No. 34)- GASB No. 34, known as the Reporting Moáel, proüdes for the
most signiflcant change in financial reporting for state and local governménts in ov'er 20 years and
affects the way the Municipality prepares and presents financial -information. 

The Stateáent was
adopted as of July 1,2003.

According to the financial reporting model established by GASB No. 34, the required basic financial
stateñents presentation applicabte to the Municipality is composed of the following elements: (l)
Government-Wide Financial Statements (GWFS), (2) Govemmental Fund Finaniial Statements
(GFFS), (3) Notes to Basic Financial Statements, and (4) Required Supplementary Information (RSI).
RSI consists of: (1) Management's Discussion and Analysis QraD&Afand (2) Budgetary comparison
schedule - General Fund, RSI is information presented along with, 6rt .ip*ut" aor¡, ttre
Municipality's basic financial statements-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUI\E 30.2015

1. ORGANIZATION AND SUMMARY OF SIGMFICANT ACCOUNTING POLICIES,
(Continued)

1. MD&A is a narrative report that introduces the accompanying basic financial st¿tements and
provides an analytical overvierv of the Municipality's financial activities for the fiscal year ended
June 30,2015, based on the Municipality's knowledge of the transactions, events and conditions
reflected in the basic financial statements. The MD&A also highlights certain key fiscal policies
that control the Municipality's operations.

2. Budgetary Comparison Schedule - general fi.¡¡d is a companion of the actual results (using the
budgetary basis of accounting, which differs from GAAP) with the original budger and the final
amended budget for the general fund. A budget to GAAP reconciliation is presented providing
information ofdifferences befween the budgetary basis of accounting and GAAP.

Reportine EntiW

The accompanying basic financial statements include all departments, agencies and municipal
operational units that are under the legal and administrative control ofthe Mayor, and whose financial
resou¡ces are under the legal custody and control ofthe Municipality's Directo¡ ofFinance and Budget,
as prescribed by Act No. 8l .

The Municipality's management has considered all potential component units (whether governmental,
not-for-profit, or profit-oriented) for which it may be financially accountable and ot¡er legally separate
organizations for which the nature and significance oftheir relationship with the Municipality may be
such that exclusion of thei¡ basic financial statements f¡om those of the Municipality would iause the
Municipality's basic financial statements to be misleading or incomplete.

As defined by GASB statemenr No. 14, The Financial Reporting Entity, as amended by GASB
Statement No. 39, Determining Whether Certain Organizations are Component [Jnits, component units
are entities that are legally separate organizations that should be included in the Municipality's
reporting entity because of the significance of thei¡ operating of ñnancial relationship with the
Municipality. By nature and significance of the relationship between the entity and a primary
govemment.

The _Municipality's management has concluded that, based on the aforementioned criteria" there are no
legally separate entities or organizations that should be reported as component units in the basic
financial statements ofthe Municipality for the fiscal year ended June 30, 2d15.

Government-Wide Financial Statements

The Governmental-wide Financial statements C'GWFS') are composed of the statement of Net
Position and, the Statement of Activities. These financial statements report informatioo of all
govemmental activities of the Municipality as a whole. These statements a¡e aimed at presenting a
broad overview of the Municipality's finances by reporting its financial position ani results of
operations using methods that are similar to those used by most private busine;ses.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

NOTES TO THE BASIC FINANCIAI STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30.2015

I. ORGAMZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
(Continued)

Government-Wide Financial Statements (Continued)

The focus of GWFS is on the operational accountability of the Municipality as a single economic unit
and not on compliance u'ith budgets, regulatory requirements or on the use of available or currently
expendable financial resources (refened to as fiscal accountability). Operational accountability is the
Municipality's responsibility to report to the extent to which it has met its operating objectives
efficiently and effectively, using all resources available for that purpose. It focuses on the
Municipality's principal operating objective, which is to proüde services to its citizens.

The accompanying Statement ofNet Position provides short-term and long-term information about the
Municipality's financial position by presenting all of the Municipality's assets and liabilities, with the
difference between these two items reported as "net position" (equity) and,ior accumulated deficit. This
statement assists management in assessing the level of services that can be provided by the Municipality
in the future and its ability to meet its obligations as they become due. In addition, this statement
reports the extent to which the Municipality has invested in capital assets and discloses legal and
contractual restrictions on resources.

Net assets are reported in the accompanying statement of net position with'in the following three
categories:

- lnvested in capital assets, net ofrelated debt - these consist of capital assets, net ofaccumulated
depreciation and amortization and, reduced by the outstanding debts that are attributable to the
acquisition, construction or improvement of fhose assets.

- Restricted net position - these represents the net position of the Municipality, which a¡e
restricted by extemal parties (creditors, grantors, contributors or laws and regulations).

- Un¡estricted net position - these consist ofnet position, which do not meet the definition ofthe
two prcceding categories. Unrest¡icted net position often is designated to indicate that
management does not consider them 10 be available for general operations. Unrestricted net
position often has constraints on resources that are imposed by management, but can be
removed or modifred.

Wlen both restricted and unassigned resources are available for use, it is the Municipality's policy to
generally use restricted resources first, and then unassigned resources as they are needed.

The accompanying Statement of Activities presents the Municipality's results of operations by
showing, how the Municipality's assets and,/or liabilities changed during the fiscal year ended June 30,
2015, using a net (expense) revenue format. This statement presents the cost ofeach functioniprogram
as well as the extent to which each of the Municipality's functions, programs or other servicls either
conhibutes to or draws from the Municipality's general revenues (property taxes, municipal license
taxes, construction excise taxes, etc.).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOI]NTING POLICTES,
(Continued)

Govemment-Wide Financial Statements (Continued)

A function/program describes a group of activities that are aimed at accomplishing a major service or
regulatory responsibility. The functions/programs reported in the accompanfng basic financial
statements are: (l) General Govemment, (2) Urban and Economic Development, (3) Public Safety, (4)
Health and Sanitation, (5) Culture, Recreation and Education and (6) Public Housing and Welfare. The
governmental operations ofthe Municipality's departments and operational units are classified within
the following functions/programs in the accompanying basic financial statements:

General Government:
- MunicipalLegislature
- Mayor's Office
- Department ofFinance and Budget
- Department of Human Resources
- Department of Municipal Secretary
- Department of Intemal Audit

Urban and Economic D€v€lopment:
- Departrnent of Public Works
- Department ofTourism

Public Safetv:
- Department of Municipal Police
- Department of Emergency Management

Health and Sanitation:
- Department of Health
- Department of Sanitation

Culture. Recreation and Education:
- Department of Recreation and Sports

Public Housine and Welfare:
- Department of Elderly Affaires
- Depaftment ofFederal Programs

The Statement of Activities demonstrates the degree to which program revenues offset direct expenses
of a given function/program or segments. Direct expenses are those that are clearly identifiable with a
specific function, segment or operational unit. This statement reports revenues in th¡ee bro¿d
categories; program revenues, general revenues and special items.

NOTES TO THE BASIC tr'INANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30.2OI5
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
(Continued)

Govemment-Wide Financial Statements (Continued)

Program revenues are generated directly from a program itself or may come from parties outside the
Municipality's taxpayers or citizens. In the statement ofactivities, program revenues reduce the costs
(expenses) of the function/program to arrive at; the net cost of the function/program that must be
financed from the Municipality's general revenues or, the net program revenue that contributes to the
Municipality's general revenues. The accompanying statement of activities separately repoñs the
following categories of program revenues:

- Charges for services - These revenues generally consist of exchange or exchangeJike
transactions involving charges to customers or applicants who purchase, use or directly benefit
from the goods, services or privileges provided, or are otherwise directly affected by the
services. Also, include fees charged for specific services, charges for licenses and permits, and
fines and forfeitures, among others.

- Program-specific operating and capital gmnts and contributions - These revenues consist of
transactions that are either mandatory or voluntary non-exchange transactions with other
govemments, organizations, or individuals that restrict the resources for use in a particular
program. Operating grants and contributions consist of resources that are required to be used

to finance the costs ofoperating a specific program or can be used either for operating or capital
purposes of a specific program. Capital $ants and contributions consist of revenues or
resources that are restricted fbr capital purposes - to purchase, construct or renovate capital
assets associated with a specific p¡ogram. Restricted operating and capital grants and
contributions are program revenues because they are specifically attributable to a program and
reduce the net expense of that program to the Municipality. They are reported net of estimated
uncollectible amounts.

General revenues are the default category for revenues. It includes all revenues and gains that do not
meet the definition ofprogram revenues. Property, municipal license and construction excise taxes are
repoÍed as general revenues. All other nont¿x revenues (unrestricted interest on deposits, grants and
contributions not restricted for specific programs and miscellaneous revenues) that do not meet the
definition of pro$am revenues are classified as general revenues. Resources that are dedicated
intemally by the Municipality are reported as general revenues rather than as pro$am revenues. All
general revenues are reported net of estimated uncollectible amounts, which are recorded as reduction
ofrevenues rather than as expenses.

The general govemment functior/program reported in the accompanying statement of activities
includes expenses that are, in essence, indirect or costs ofother functions/programs ofthe Municipality.
Even though some ofthese costs have been charged to ce¡tain funds in the govemmental funds financial
statements as indirect cost allocations permitted under some federal programs, the Municipality has
reported these indirect costs as direct expenses ofthe general govemrnent function.

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30. 2OT5
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r. ORGANIZATION AIID SI]MMARY OF SIGMFICANT ACCOT]NTING POLICIES,
(Continued)

Government-Wide Financial Statements (Continued)

Accordingly, the Municipality generally does not allocaie general government (indirect) costs to other

functions.

The effects of all inter-fund governmental activities (revenues, expenditures and other financing

sources/uses among governmental funds) have been removed from the accompanying statements ofnet
position and activities.

The Municipality classifies all of its activities as govemmental activities in the accompanying GWFS.

These are actiüties generally financed through taxes, intergovernmental revenues and other non-

exchange revenues that can be used to support the Municipality's programs or services. These

govemmental activities are also generally reported in the govemmental funds financial statements.

The Municipality has no fiduciary actiüties, which are those in which it would be holding or managing

net assets for specific indiüduals or other extemal parties in acco¡dance with trust agreements or other

custodial arrangements. In addition, the Municipality has no operations or activities that are financed

and operated in a manner similar to private business enterprises, where the costs of Foüding goods or

services to the general public (expenses, including depreciation) is financed primarily through user

charges; or where the goveming body has decided that periodic determination of revenues eamed,

expenses incuned, and/or net income is appropriate fo¡ capital maintenance, public policy, management

control, accountability, or other purposes.

Govemmental Fund Financial Statements

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to record

assets, liabilities and residual equities, deficits or balances, and changes therein, which are segregated

for üe purpose of carrying on specific activities or attaining certain objectives in accordance with
GAAP and/or special regulations, restrictions or limitations.

The accompanying Governmental Fund Financial Statements ("GFFS ") are composed of; the Balance
Sheet - Gove¡nmental Funds, and the Statement of Revenues, Expenditures and Changes in Fund
Balances - Governmental Funds.

NOTES TO THE BASIC FINANCIAL STATEMENTS
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1, ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOTI1YTING POLICIES,
(Continued)

Govemmental Fund Financial Statements (Continued)

- Debt Service Fund - The debt service fund is a major govemmental fund, as defined below,
used by the Municipality to account for the accumulation of resou¡ces for, and the paynent of,
principal and interest for; bonds payable for which debt service payments are legally mandated

to be accounted for in a debt service fund and/or, bonds payable or any general long-term debt
for which the Municipality is being accumulating financial resources in advance to pay
principal and interest payments maturing in future years. Principal and accrued interest due on
July 1 ofthe following fiscal year related to long-term debt for which debt service payments
are accounted for in the debt service fr.md are recorded as debt service fund's liabilities at June
30, if resources are available at June 30 for its payment.

General long-term debts for which debt service payments do not involve the advance
accumulation of resources (such as compensated absences, claims and judgments, and notes
payable, among others) are accounted for the accompanying statement of net assets. The debt
service payments of such debts are generally accounted for as debt service - principal and debt
service - interest expenditures in the general fund.

The focus of the GFFS is on major govemmental fu¡ds, which generally represent the Municipal§'s
most important funds. Accordi¡gly, the Municipality is required to segregate govemmental fimds
between major and non-major catego¡ies within the GFFS. Major individual govemmental funds are
reported individually as separate columns in the GFFS, while data from all non-major govemmental
funds are aggregated into a single column, regardless of fund type.

By definition, the Municipality's general fund is always considered a major govemmental fund for
financial reporting purposes. In addition, ary other govemmental fund is reported as a major
govemmental firnd in the GFFS if its total assets, liabilities, revenues or expenditures are at least 10%
of the corresponding element total (assets, liabilities, revenues or expendihrres) for all governmental
fuads. For the purposes of applying the aforementioned major fund criteria, no eliminations of inter-
fund balances have been made. Total revenues for these purposes means all revenues, including
operati¡g and non-operating revenues (net of allowances for r¡ncollectible accounts), except for other
financing sources. Total expenditures for lhese purposes mean all expenditures, including operating
and non-operating expenditures, except for other financing uses.

Based on the afo¡ementioned criteria, the Municipality's major governmental funds repoÍed in the
accompanying GFFS are; general fund, debt service fund and, other govemmental funds.

NOTES TO THE BASIC FINANCIAL STATEMENTS
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1. ORGANIZATION AND SUMMARY OF SIGMFICANT ACCOI,'NTING POLICIES'
(Continued)

Govemmental Fund Financial Statements (Continued)

The accompanfng GFFS are integrated by other statements and schedules required by GAAP;

Schedule of Revenues and Expenditures - Budget and Actual - Budgetary Basis - General Fund,

Reconciliation of the Balance Sheet - Govemmental Funds to the Statement of Net Position, and,

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

Measurement Focus. Basis ofAccounting and Financial Statement§ P¡esentation

The accompanying GWFS are prepared using the economic resources measurement focus and the

accrual basis of accounting. Subject to the additional rules and limitations detailed below, revenues

(including interest on deposits and investments) are generally recorded when eamed and expenses are

generally recorded when a liability is incuned, regardless ofthe timing ofrelated cash flows.

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like

transactions are generally ¡ecorded when the exchange takes place. In exchange transactions, each

party to the transaction receives and gives up essentially equal values. An exchangeJike üansaction is

one in which there is an identifiable exchange and the values exchanged, though relate4 may not be

quite equal. Nevertheless, the exchange cha¡acteristics of the exchange-like transaction a¡€ süong

enough tojustifu treating it as an exchange for accounting purposes (examples include fees fo¡ licenses

and permits, charges for services, and miscellaneous revenues, which a¡e recorded as revenues when

collected because they are generally not measurable tmtil actually received).

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded

using the criteria set forth by GASB Statement No. 33, Accounting and Financial Reportíngfor Non-
Exchange Transactions (GASB No. 33). GASB No. 33 established accounting and reporting standards

for non+xchange transactions involving cash and financial or capital resources (for example, most
taxes, grants and private donations). In a non-exchange t-¿nsaction, the Municipality from an exchange

transaction, in which eaclr party receives and gives up essentially equal values. According to GASB
No. 33, the Municipality groups its non-exchange transactions into the following fou¡ classes in the

accompanying basic financial statements: (a) derived tax revenues, (b) imposed non-exchange
revenues, (c) government mandated non+xchange transactions, and (d) voluntary non-exchange
transactions.

In the case ofderived tax revenue transactions, which result from assessments the Municipality places

on exchange transactions, receivables and revenues are ¡ecorded when the unde ying exchange has

occurred (that generally is when the taxpayers' net sales or revenues subject to tax take place).

NOTE§ TO THE BASIC FINANCIAL STATEMENTS
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(Continued)

Measurement Focus. Basis ofAccounting and Financial Statements Presentation (Continued)

In the case of imposed non-exchange revenue transactions (such as property taxes and municipal license

taxes), which result from assessments made by the Municipali§ on non-govemmental entities,

including individuals, other than assessments on exchange transactions, receivables are generally

recorded in the period when an enforceable legal claim has arisen. Property taxes and municipal license

are generally recorded as revenues (net of amounts considered not collectible) in the fiscal year when

resources are required to be used or the first fiscal year that the use of the resources is permitted.

Meanwhile, and in accordance with GASB Statement No. 65, amount received in advance are recorded

as deferred inflows ofresources in the governmental funds balance sheet.

Government-mandated non-exchange transactions (such as grants and confibutions) result when a

government at one level (such as the federal or state govemment) proüdes resou¡ces to the Municipality
and the proüder govemment requires the Municipality to use those resources for a specific purpose or
purposes established in the provider's enabling legislation. In these type of transactions, defened
outflows of resources and revenues are generally reco¡ded when all eligibility requirements imposed
by the provider have been met. For the majority of grants, the Municipality must expend resources on
the specific purpose or project before the provider reimburses any amounts.

Voluntary non-exchange transactions (such as donations and certain gBnts and entitlements) result
from legislative or conüactual agreements, other than exchanges, willingly entered into by two or more
parties. ln these tlpes oftransactions, receivables and revenues are generally accounted for in the same
rnanner as government-mandated non-exchange Íansactions discussed above. Events that a¡e neither
exchange nor non-exchange transactions are recorded when it is probable that a loss has been incuned
and the amount of loss is reasonably estimable.

According to GASB No. 34, all general capital assets and the long-term liabilities are recorded only in
the accompanying Statement ofNet Position. The measurement focus and the basis ofaccounüng used
in the accompanying GWFS differ significantly from the measurement focus and basis of accounting
used itr the preparation of the accompanying GFFS. Therefore, the accompanfng GFFS include
reconciliations, as detailed in the accompanfng Table of Contents, to better identifu the relationship
between the GWFS and the GFFS.

The accompanying GFFS are reported using the current financial resources mea§fement focus (flow
of cunent financial resources) and the modified accrual basis of accounting. Accordingly, the
accompanying Statement of Revenues, Expenditures and Changes in Fund Balances - Govemmental
Funds, reports changes in the amount of financial resources available in the near future as a result of
transactions and events of the fiscal year reported. Therefore, revenues are generally recognized as
soon as they are both measurable and available. Revenues are considered to be available when they
are collectible within the current fiscal year or soon enough thereafter to pay liabilities of the current
fiscal year. For this purpose, the Municipality generally considers most revenues to be available if
collected within 90 days after June 30,2015, except for property taxes for which üe availability period
is 60 days. Revenue sources not meeting this availability criterion or collected in advance are recorded
as deferred inflows ofresources at June 30, 2015.
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1. ORGANIZATION AND SUMMARY OF SIGMFICANT ACCOUNTING POLICIES,
(Continued)

Measurement Focus. Basis ofAccounting and Financial Statements Presentation (Continued)

The principal revenue sources considered susceptible to accrual include property taxes, municipal
license taxes, intergovemmental grants and contributions, interest on deposits, and charges for services.

These principal revenue sources meet both measurability and availability criteria in the accompanying
GFFS, except for amounts recorded as deferred inflows ofresources.

In a manne¡ similar to the GWFS, but subject to and limited by the availability criteria discussed above,

all revenues, expenses, gains, losses, assets and liabilities resulting from exchange and exchange-like
transactions are also generally recorded when the exchange takes place. Accordingly, fees for licenses
and permits, charges for services and miscellaneous revenues are recorded as revenues when collected
because they are generally not measurable until actually received.

All revenues, expenses, gains, losses and assets resulting fiom non-exchange transactions are recorded

in a similar manner to the GWFS, using the preüously discussed criteria set forth by GASB No. 33 for
non-exchange transactions, but subject to and limited by the availability crite¡ia discussed above.

Accordingly, propes tax and municipal license tax receivables are also generally recorded in the fiscal
year when an enforceable legal claim has arisen while property tax and municipal license tax revenues

(net of amounts considered not collectible) are also generally recorded in the fiscal year when resources

are reqüred to be used or the first fiscal year that the use ofthe resources is permitted.

Deferred outflows ofresources and revenues from federal and state grants and contributions, donations
and entitlements are also generally recorded when all eligibility requirements imposed by üe proüder
have been met (generally, as qualirying reimbursable expenditures are incurred for expenditure-ddven
grants).

ltrterest income is recorded when eamed only if collected within 90 days after year-end since these
revenues are considered both measurable and available at June 30, 2015.

As previously discussed, the Municipality adopted the provisions of GASB Interpretation No. 6,
Recognition and Measurement of Certain Liabililies and Expenditures in Governmental Fund
Financial Statemelrls (GASB No. 6), which modifres the recognition cútena fo¡ certain expenditures
and liabilities reported under the modifred accrual basis of accounting and cla¡ifies a number of
situations in which the Municipality should distinguish between governmental fund liabilities and
general long-term tiabilities.

Pursuaút to the provisions of GASB No. 6, expenditures and related liabilities are generally recorded
in the accompanying GFFS in the accounting period in which the liability is incurred, as under the
accrual basis ofaccounting, but only to the extent that they are normally expected to be liquidated with
expendable fi nancial resources.

32



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF LAS MARIAS

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30' 2015

1. ORGAMZATION AND SUMMARY OF SIGNIFICANT ACCOUT{TING POLICIES'
(Continued)

Modiñcations to the accrual basis of accounting in accordance with GAsB No. 6 include:

- Employees' accumulated vacation, sick leave and compensatory time (compensated absences)

is recorded as expenditure rvhen consumed. The amount ofthe unpaid compensated absences

has been reported only in the accompanfng statements ofnet assets.

- Principal and interest on bonds and notes payable are recorded when they mature (when

pa]rment is due), except for principal and interest ofbonds due on July 1 which a¡e recorded as

govemmental fund liabilities at June 30 which is the date when resources were available in the

debt service fund.

- Obligations under capital leases, compensated absences, and the reserve for fede¡al cost

disallowances are recorded only when they mature (when payment is due).

- Certain accounts payable, intergovemmental payables and other accrued liabilities not due and

payable or not normally expected to be liquidated in full and in a timely manner with available

and expendable financial resources, are recorded in the accompanying statement ofnet assets.

Such liabilities are recorded in the govemmental funds when they mature.

- Validated purchase orders and contracts are recorded as a reseryation of fund balance in the

GFFS.

Liabilities outside the bounds ofthese exceptions or modifications are repofed as govemrnental fund

liabilities when incuned (including salaries, professional services, supplies, utilities, etc.) since these

liabilities normally are paid in a timely mamer and full from current financial resources.

The measurement focus ofthe GFFS is on decreases of net financial resources (expenditures) rather

than expenses. Most expenditues are measurable and are recorded when the related govemmental

fund liability is incurred. Allocation ofcosts, such as depreciation and amortization, are ¡ecorded in
the accompanying statement ofactivities, but are not recorded in the accompanlng GFFS.

Under the financial reporting model established by GASB No. 34, all general capital assets and

unmatured long-term liabilities (determined using the modified accrual basis of accounting) are no
longer reported in account groups within the governmental fund balance sheet but are incorporated into
the accompaying state ofnet position.
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
(Continued)

Stewardship. Comp!a!9§-a4flÁ9euü!4bili§

Budgetary Control

According to the Autonomous Municipalities Act of the Commonwealth of Puerto Rico, the Mayor and

its Adminishative Cabinet prepare each fiscal year an annual budget for the Municipality's general

fund and debt service fund. Such legally adopted budget is based on expected expenditures by program
and estimated resources by source for both funds. The annual budget is developed using elements of
performance-based program budgeting and zero-based budgeting, and includes an estimate ofrevenues
and other ¡esources for the ensuing fiscal yearunder laws and regulations existing at the time the budget
is prepared.

The Mayor must submit an annual budgetáry resolution project (the project) to the Commisioner of
Municipal Affairs of Puefo Rico (the Commissioner) and the Municipal Legislature no later than each

May 10 and May 15, respectively. The Commissioner preliminary verifies that the project complies
with all the applicable laws and regulations and may provide comments and suggestions to the Mayor
on or before each June 13.

The Municipal Legislature has l0 business days up to no later that June 13 to discuss and approve the
project with modifications. The Municipal Legislature may amend the budget submitted by the Mayor
but may not inuease any items so far to cause a deficit without imposing taxes or identiffing other
sources of revenue to cover such deficit. After the Municipal Legislature modifies and preliminarily
approve the project, the modified project is sent back to the Mayor for his approval or rejection within
6 days. The Mayor may decrease or eliminate any line item but may not increase or insert any new line
item in the budget. The Mayor may also veto the budget in its entirety and retum it to the Municipal
Legislanre with his objections. If the project is rejected by the Mayor, the Municipal Legislature will
have up to 8 days to adopt or reject the recommendations or objections of the Mayor. The approved
project is sent again to the Mayor, which then would have 3 days to sign and approve it.

If a budget is not adopted prior to the end of the deadlines referred to above, the annual budget for the
preceding fiscal year, as approved by the Legislature and the Mayor, is automatically re¡ewed for the
ensuing fiscal year until the Municipal Legislature and the Mayor approve a new budget. This permits
the Municipality to continue making payments for its operations and other purposes until the new
budget is approved.

The annual budget may be updated for any estimate revisions as well as year-end encumbrances and
may include any additional information requested by the Municipal Legislature. The Mayor may
request subsequent amendments to the approved budget, which is sibject to the approval of the
Municipal Legislature

For day to day management control, expenditures plus encumbrances may not exceed budgeted
amounts at the expenditure-type level of each cost center (activity within a program within a fund).
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES,
(Continued)

Stewardship. Compliance and Accountability (Continued)

Budgetary Control (Continued)

The Mayor may transfer unencumbered appropriations within programs within funds. Appropriation
conhol is by program within a fund. The Municipal Legislature may transfer amounts among programs
within and between funds.

The legal level of budgetary control (i.e., the level at which expenditures may not legally exceed
appropriation) is at the functions/program level (General Govemment, urban aná Economic
Development, Public Safety, Health and sanitation, culture, Recreaüon and Education, and public
Housing and Welfare) within a fund.

Under the laws and regulations ofthe Commonwealth, the appropriations made for any fiscal year shall
not exceed the total revenue, including available surplus, estimated for said fiscal year unless the
imposition oftaxes sufficient to cover said appropriations is provided.

Budgetary Accounting

The Municipality's an¡ual budgets are prepared using the budgetary (statutory) basis of accounting,
which is not in accordance with GAAp.

According to the budgetary basis of accounting, revenue is generally recorded when cash is received.
Short-term and long-term borrowings may be used to finance budgetary excess of expenditures over
revenues.

The accompanying statement of.Revenues and Expendihles - Budget and Actual - Budgetary Basis -
General Fund, provides information about the general fund,s originil budget, its amendñents, and the
actual results of operations of such govemmental fund under the budgetary basis of acco¡ntini for the
fiscal year ended June 30, 2015. Fulther details of the Municipality's Uúagetary control ai tie legal
level may be obtained ñom the budgetary liquidation report foi the fiscal year ónded Jr¡ne 30, 20i5,
which is prepared by the Municipality's Department ofFinance and Budget. Copies ofthat reporr may
be obtained by writing to the Municipality,s Director ofFinance and Buáget.

Accounting principles applied for purposes ofdeveloping data on a budgetary basis differ significantly
Aom those used to Present the govemmental fund financial stut"mer-ts irr conformity *¡lt¡ Caep.
Accordingly, the accompanying budgetary comparison schedule is accompanied by a reconciliation of
the differences between the budgetary basis and GAAp actual amounts.
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Stewardship. Compliance and Accountabilitv (Continued)

Budgetary Accounting (Continued)

The Municipality does not legally adopt budges for the state legislative joint resolutions capit¿l fund.
The financial resources received by these funds are not subject to budgeting by the Municipálity since
the resources received each year from the respective grantors varies from year to year, and the
respective amounts are granted at their discretion.

The Municipality does not legally adopt budgets for the state legislative joint resolutions capital fund-
The financial resources received by these funds are not subject to budgeting by the Municipality since
the resou¡ces received each year from the respective grantors varies from year to year, and the
respective amounts are granted at their discretion.

Un¡estricted and Restricted Deoosits

The Municipality's deposits are composed ofdemand deposits in commercial banks, demand deposits
in the Govemment Development Bank for Puerto Rico (GDB, fiscal agent) an4 Municipal Revenue
Collection Center ("CRIM", by its Spanish acronyms) a governmental entity responsjble for the
imposition and collection of property taxes on behalfofall municipalities ofpuerto Rico.

Tle Municipality follows the practice of pooling cash. The balance in the pooled cash account is
available to meet current operating requirements. under the laws and regulations of the
Commonwealth, public funds deposited by the Municipality in commercial banls must be fully
collateralized for the amounts deposited in excess of the federal depository insu¡ance generally
provided by the Federal Deposits Insurance Corporation (FDIC). All sécurities pledged as Iollateral
are held by ageDts designated by the commonwealü's secretary of the Treasuryl but not in the
Municipality's name.

Cash in fiscal agent in tle debt service funds consists principally ofproperty and sales tax collections
amounting to $812,418 which are reskicted for the payment of the Municipality's debt service, as
required by law. Cash with fiscal agent recorded in the non-major gor.-..ntul -fund. 

amounting to
$409,272 which is restricted for; the acquisition, consmrction or improvements ofmajor capital assets.

Restricted cash in commercial banks for other governmental funds, amounting to $660,600, are
restricted to ñnance the acquisition, construction and improvement of major capital assets.

NOTES TO THE BASIC FTNANCIAL STATEMENTS
FOR THE FISCAL YEAR EI\DED JUNE 30.2015
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Unassigned and Committed Accounts and Notes Receivable

In the accompanying GWFS, receivables consist of all revenues eamed but not collected at June 30,
2015. Major receivable balances for the govemmental activities include municipal license taxes,
p¡opefy taxes and intergovemmental receivables.

Tax receivables in the general fund represent uncollected property taxes and municipal license taxes.
Restricted tax receivables in the debt service fund consist of uncollected property taxes, which are
restricted for the pa).rnent ofthe Municipality's debt service, as established by law.

Intergovemmental receivables are mainly composed of: amounts owed to the Municipality for
reimbursement of expenditures incuned pursuant to state and federally ñmded programs (recorded in
the general fund,special revenue fund and capital project funds as deferred outflówJ of resources).

These accounts receivables are stated net of estimated allowances for uncollectible accounts, which
are determined, based upon past collection experience, historical trends, current economic conditions
and the periodic aging ofaccounts receivable.

Activities berween funds that are represent¿tive of lending,/borrowing arrangements outstanding at the
end ofthe fiscal year are referred to as either "due to/from other funds" (i.e. üe cunent portioa ofinter-
fund loans) or "advances to/from other funds" (i.e., the non-curent portion of inter-ñ[rd loans). All
other outstanding balances between fu¡ds are reported as "due to/from other ñrnds.,' Advances
berween fimds, as reported in the GFFS, are offset by a fund balance reserve account in applicable
govemmental frrnds to indicate that they are not available for appropriation and are not expendable
available fi nancial resources.

Capital Assets

Capital Assets used in govemmental activities include land and land improvements, buildings,,ry9y., and building improvements, machinery and equipment, fumiture and fixturás, ücensed
vehicles, construction in pro$ess, and infrastructure. These ássets are capitalized and repoíed in the
accompanfng statement of net position. lnfrastructu¡e assets are gen".á[y stationary in natu¡e and
include roads, bridges, streets and sidewalks, drainage systems and other similar assets

For financial reporting pu4)oses, the Municipality defines capital assets as assets with an individual
cost of $500 or more at the date of acquisition, construction or improvement, and with useful lives
extending beyond one year. All assets with individual costs undir $500 or wirh useful lives not
exceeding one year, are charged directly to expense in the govemment-wid.e statement of activities. ln
the govemmental funds, all capital assets are recorded as cápital outlays (expenditures).

NOTES TO THE BASIC FINANCIAL STATEMENTS
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1. ORGANIZATION A]\ID SUMMARY OF SIGMFICANT ACCOT]NTING POLICIES,
(Continued)

Caoital Assets lContinued)

In the Statement of Net Position, all capital assets are recorded at cost or estimated historical cost if
actual cost was unavailable, except for donated capital assets, which are recorded at their estimated fair
value at the date of donation.

Estimated historical costs based on deflated current costs were used to value a significant portion ofthe
infrastructure constructed or acquired prior to June 30, 2002 and certain lands, buildings, structures and
building improvements. The method used to deflate the current costs with an approximate price index
was used only in the case ofcertain items for which the historical cost documentation was noi available.
Actual historical costs were used to value the infrastn¡cture acquired or constructed after June 30, 2003
as well as, construction in progress, machinery and equipment and licensed vehicles acquired prior or
after such date.

Major outlays for capital assets and improvements are capitalized in the statement ofnet position as
projects are constructed. The costs ofnormal maintenance and repairs that do not add value io the asset
or materially extend capital asset lives are not capitalized.

Depreciation and amortization expense is recorded only in the govemment-wide statement of actiüties.
However, there is no depreciation or amonization recorded for land and construction in progress.
Depreciable capital assets a¡e generally depreciated or amortized over their estimated useful lives rmder
the straightlhe method, excePt for machinery and equipment held under capital leases which is
depreciated over the shorter of its estimated useful life oi the lease term.

The estimated usefirl lives of major capital asset categories are:

Years

Land improvements
Buildings, structures and building improvements
Infrastructure
Machinery and equipment
Licensed vehicles

25
40
50
l0
7

Depreciation and amortization expense of capital assets is ¡ecorded as a direct expense of the
function/program specifically identified with the asset. Depreciation and amortizatioo ofinfrastructu¡e
is not allocated to various functions/programs but reported as direct expenses ofthe urban and economic
development function.

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30. 2O1S
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1. ORGANIZATION AND STJMMARY OF SIGNIFICANT ACCOI,'NTING POLICIES,
(Continued)

Defened Inflows of Resources

The Municipali§ reports deferred inflows or resources or its GFFS and GWFS. In the GFFS, defened
inflows ofresources arise when:

- Potential revenue does not meet both the "measurable" and "available" criteria for revenue
recognition in the current period. As previously discussed, available is defined as due (or past
due) at June 30, and collected within 90 days thereafter to pay obligations due at June 30, or;

- The resources are received by the Mmicipality before it has a legal claim to them. In
subsequent periods, when the revenue recognition criterion is meq or when the Municipality
has a legal claim to the resources, the deferred inflow ofresources is removed and revenue is
recognized.

Deferred revenues at the govemment-wide level arise only when the Municipality receives resources
before it has a legal claim to them.

Compensated Absences

Compensated absences are accounted for under the proüsions of Statement No. 16, Accounting for
Compensated Absences, issued by GASB (GASB No. 16). Compensated absences include paid time
off made available to employees in connection with vacation, sick leave and compematory time. The
liability for compensated absences recorded in the government-wide statement ofnet assets is limited
to leave üat; is attributable to services already rendered on or befo¡e June 30, 2015 and, is not
contingent on a specific event (such as illness) that is outside the control of the Municipality and the
employee. The liability for compensated absences, include salary-related costs, which are directly and
i¡crementally related to the amount of salary paid to the employee (such as employer's share ofsocial
Security taxes, Medicare taxes, employer contributions to the employees' retirement systems and
others).

The vacation policy of the Municipality provides for the accumulation of regular vacations at a
rcte of 2,5 days per month (30 days per year). Employees accumulate regular sick leave at a rate of
1.5 days per month ( 18 days per year). compensatory time is accumulated by employees at a rate of
1.5 times the ov¿fime worked. All vacation and sick leave days accumulated by empioyees in excess
of30 days and 90 days, respectively, are paid to employees each year ifnot consumed, as required by
law. In the case of compensatory time, the excess of 240 hours is paid to employees each year, if noi
consumed.
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1. ORGANIZATION AND STJMII{ARY OF SIGNIFICANT ACCOUNTING POLICTES,
(Continued)

Comoensated Absences (Continued)

Upon termination of employment, an employee receives compensation for all accumulated unpaid

regular vacation leave at the current rate. In the case ofregular sick leave, if the employee terminates

his or her emplo).ment with the Municipality before reaching l0 years of services, such regular sick
leave days is not paid to the employee. Upon termination of employment, an employee does not receive

compensation for compensatory time, if not consumed. After l0 years of services any regular sick
leave balance is paid to the employee. Accumulated vacation time is fully vested to the employees at

any time.

The liability for compensated absences is reported in the statement of net position. A liability for
compensated absences is reported in the GFFS only if they have matured, for example, as a result of
employee resignations and retirements.

Long-term Debt

The long-term liabitities reported in the accompanying statements of net position include the
Municipality's bonds payable, notes payable, accrued compensated absences, and legal claims and
judgments.

All long-term debt to be repaid from govemmental resour€es is reported as liabilities in the
accompanying statement of net position. Principal and interest payments on bonds due on July l, me
recorded as govemmental fund liabilities in the GFFS when resources are available i¡ the debt service
tund (June 30,).

Accounting for Pension Costs

For the purpose of applying the requirements ofGASB Statement No. 27, Accounting for Pensions by
State and Local Government Emplo7zrs (GASB No . 27), tbe state govemment of the Commonwealth
ofPuerto Rico is considered to be the sponsor ofthe Employees' Retirement System ofthe Govemment
of Puerto fuco and Its lnstmmentalities (ERS) and System 2000, a multi-employer cost-sharing defined
benefit pension plan and a hybrid defined contribution plan, respectively, in which the employees of
the Municipali§ participate. The Municipality is considered a participant, and not a sponsor, of these
retirement systems since the majority ofthe participants in the aforementioned pension trust funds are
employees ofthe Commonwealth ofPuerto Rico and the basic financial statements ofsuch retirement
systems are part ofthe flnancial reporting entity of the Commonwealth of Puerto Rico. Accordingly,
no portion ofthe net pension obligation §PO) related to ERS has been allocated to the Municipality
in the accompanying basic financial statements. The basic financial statements ofthe Commonwealü
of Puerto Rico report the total amount ofthe net pension obligation ofERS, including any amount that
may correspond to the Municipality.
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1. ORGAMZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES,
(Continued)

The Municipality accounts for pension costs from the standpoint ofa participant in a multiple-employer
cost-sharing plan. Accordingly, pension costs recognized in the accompanying basic financial
statements are equal to the statutorily required contributions, with a liability recorded for any unpaid
required contributions.

Risk Management

The Municipalis carries commercial insu¡ance covering casualty, theft, tort claims ¿nd othe¡ losses.

Insurance policies are negotiated by the Commonwealth's Department of Treasury (the Department of
Treasury) on behalf of all municipalities of Puerto Rico. The Department of Treasury pays the
insurance premiums on behalf of the Municipality and then is reimbursed each year through monthly
equal payments deducted from the Municipality's gross property tax collections made by the Municipal
Revenue Collection Center ("CRIM", by its Spanish acronl'rns), a govemmental entity responsible for
billing and collecting property taxes on behalfofall municipalities of Puerto Rico. (See Note 4).

The Municipality carries insurance coverage for death and bodily injuries caused by automobile
accidents. This insurance is obtained through the Automobile Accidents Compensation Administration
(ACAA), a component unit of the Commonwealth. This insurance is compulsory for all licensed
vehicles used on public roads and highways in Puerto Rico. The amual premium is $35 per licensed
motor vehicle, which is paid directly to ACAA.

The Municipality obtains workers' compensation insurance coverage through tlte State Insumnce Fund
Corporation (SIFC), a component unit ofthe Commonwealth. This insurance covers workers against
injuries, disability or death because of work or employment-related accidents, or because of illness
suffered as a consequence of their emplo)¡rnent. Workers' compensation insurance premiums are also
paid through monthly deductions made by CRIM from the Municipality's gross property tax
collections.

Risk Manaeement

The Municipatity obtains unemployment compensation, non-occupationat disability, and drivers'
insurance coverage for its employees tkough various insurance programs administered by the
Commonwealth's Department of Labor and Human Resources (DOL). These insurance progams
cover workers against unemployment and provide supplementary insurance coverage for temporary
disability, or death because of work or employment-related accidents or because of illness suffered as
a consequence of their emplol.rnent. Unemployment compensation, non-occupational disability and
drivers' insurance premiums are paid directly to DOL on a cost reimbursement basis.

NOTES TO TIIE BASIC FINANCIAL STATEMENTS
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1. ORGANIZATION AND SI.JMMARY OF SIGNIFICANT ACCOI,]NTING POLICIES,
(Continued)

Risk Management (Continued)

The Municipality also obtains medical insurance coverage from several health insurance companies for
its employeis. Different health insurance coverage and premium options are negotiated each year by

the Muniiipality on behalf of its employees. The current insurance policies have not been canceled or

terminated at June 30,2015. Premiums are paid on a monthly basis directly to the insurance company.

In the past three years, the Municipality has not settled claims that exceeded insurance coverage.

Reservations of fund balances

Reservations of fund balances represent portions of fund balances that are legally segregated for
specific future uses or are not appropriated for expenditure. The Municipality has the following types

ofreservations of fund balances:

- Non spendable - Represent amounts that are not in a spendable form or are legally or
contractually required to be maintained intact.

- Res*icted - Represent amounts are legally restricted by outside parties, constitutional

provisions or enabling tegislation for a specific purpose.

- Committed - Represent amounts that are constrained for specific purposes that are intemally
imposed by the government's formal action at the highest level of decision-making authority

and do not lapse at year-end. In the case ofthe Municipality are the Mayor and the Municipal
Legislature. Those committed amounts cannot be used for any other purposes unless the Mayor

and the Municipal and the Legislature removes or changes the specified use by taking the same

type ofaction (ordinances or resolution) it employed to commit those amounts.

- Assigned - Represent fund balance amounts that are intended to be used by the Municipality
for specific purposes but do not meet the criteria to be classifled as restricted or comrnitted. In
govemmental funds other than the general fund, assigned fund balance represents the
remaining amount that is not resüicted or committed.

- Unassigned - Represents the residual classification for the govemment's general fund and

includes all spendable amounts not contained in the other classifications. In a govemmental
fund other than the genaeral fund, a negative amounts i¡dicates that t¡e expenditffes incurred
fore a specific purpose exceeded the amou[ts in the fund that are ¡estricted, committed and
assigned to that purpose.

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015
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1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES'
(Continued)

lnter-fund Transactions

permanent reallocations of resources among the Municipality's funds are classified as inter-fund

t¡ansfers. The Municipality has the following types of reciprocal and non-reciprocal inter-fund

activities recorded among govemmental funds in the accompanying GFFS:

- Operating transfers - Represent legally required fransfels that are reported when incurred as

"opemting transfers-in" by the recipient fund and as "operating transfer-out" by the disbursing

fund.

- Intra-entity activities - Represent transfers among frrnds that are rcported as inter-fund transfers
with receivables and payables presented as amounts due to and due from other funds.

- Advances - represent amounts advanced among funds, which are not considered to be currently
available financial resources.

Use of Estimates

The preparation of the accompanying basic financial statements in conformity with GAAP requires
management to make significant estimates and assumptions that affect the reported amounts of assets

and liabilities and the disclosure of contingent assets and liabilities at the date of the basic financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates.

Recent Adootion of Accountine Pronouncements

The Municipality adopted the following statements during year ended June 30, 2015:

- GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type DeJinitions.
This Statement is intended to improve the usefulness of i¡formation provided to financial
teport users about fund balances by providing clearer, more skucture fund balance
classifications, and by clari$ing the definitions of existing govemmental fund types. The
GASB developed this standard to address the diversity of practice and the resulting lack of
consistency that had evolved in fund balance reporting. This new standard establishes a
hierarchy offund balance classification based primarily on the extent to which a government
is bound to observe spending constraints.
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r. ORGAMZATION AND SfIMMARY OF SIGNIFICANT ACCOI]NTING POLICIES'

(Continued)

Recent Adootion of Ascounting Pronouncements (Continuedl

- GASB Statement No' 62' CodiJication of Accounting,and Financial Reporting Guidance

Contained ¡, p,"-No'n*T"i ii'i'ilál r¿sn and atCPA Pronouncements ' This Statement is

intended to 
"nt'un"" 

ti'""i'Jn]i*"'-oi tr'" Codification of Govemmenta'l Accounting and

Financial Reportitg s"'¿"'itiv i*orporating guiaance that previously could only be found

in certain FASB *a mópn proíoon""-"nt.. ny incorporating and maintaining^this guidance

in a single source, the dA'sd;;iil;;rh", ée§e 62 reduces the complexitv of locating and

using authoritativ" litttut''i nt"á"¿ to pt"p^'" state and local govemment financial report'

_ GASBstatementNo.63,FinancialReportingofDefet'redoutJtowsofResources'Deferred
InflowsofResourr,,'o,"dNetPositiin'Thisstatementisintendedtoimprovefinancial
fepoltingbyprovidingcitizensandotherusersofstateandlocalgovemmentfinancialrepofs
with information about how past t ansactions will continue to impact a govemment's financial

statements in the fufure' Thi' State*tnt requires that deferred outflows of resources and

deferredinflowsofresourcesbereportedseparatelyfromassetsandliabilities.GASBNo.63
also amends certain provision' of St"t"t"nt No' 34' Basic Financial Statements and

Management's Discussion and Analysis for State and Local Governments' and related

pronoirncements to reflect the residuai measure in the statement of financial position as net

Position, rather than net assets'

TheGovernflentAccormtingSt¿ndardsBoard(GASB)hasissuedseveralpronouncementsth¿thave
.ii..ti.,. ¿ut". that may irrpact future financial presentations. However, the Municipality has not

""r."rry 
J"r"""i""a *íur, ifÑ, i*pact impleme;adon of these statements may have on the financial

statements.
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1. ORGANIZATION AI\D SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES'

(Continued)

TheGASBhasissuedthefollowingstatements'whichtheMunicipalityhasnotyetadopted:

- GAsB statement No. 6g ,'Accounting and Financial Reporting for Pensions-an amendmenl

of GASB Statement N". iz,:.'\r;lÁm'ary ob¡ective of rhis statement is to improve accounting

iu"?,"""..i"i .-"üi"g ¡v u* and locál govemments for pension. It also improves

information provided by uátt 
"'á 

tocat govem;ental employers about financial.suppof for

pensions that i. p,o'io"l ty otht' 
"nti-ties 

This Statement replaces the requirements of

Statement No. Zt. 'eccou'ting 
jor Pensions by State and Local Governmental Employers 

' 
as

well as the requir".*,. "isi"l,".ent 
No. 50, Pezs;o n Disclosures, as they relate to pension§

irtu, "* fio"iá"d ,ftto,gn ftition ptunt administered.as rrusts or equivalent arrangements that

meet certain 
".,t"¡u. 

fii' §tutement will bring the effect of GASB Statemglt- No' 67

"Financial Reportingfo; iension Plans-an ameidment of GAS! eo':^1'',!:-,1i^^til: tn"

u""orrting .""otAt ái the individual agencies' component units and municlpalltles' wnose

"n 
pfoy""í purti"lp"t" in tt'" Retiremeni Systems' Cóst-sharing employers-of the Reti¡ement

Systems would ."pon ir, allocated shará of the Commonwealth's resulting Net Pension

Liabilityfromstatemerrt}Jo.6TbasedonthetheirrespectiveindividualpToportiontothe
collective net pension iiat;tiry of all the govemments participating The requirements of

St¿tements z7 an¿ SO remain applicable forlensions that are not covered by the scop-e of this

iiui.,,.n,. r¡. p.oui.ion, oitriir Statement are effective for fiscal years beginning after June

15, 2014 (fiscal year ended June 30,2015)'

- GASB statement No, 69 "Govemmenl com.binations and Disposals of Gouernment

7Ñ,rtÑ"t establishes accounting and financial repofing st¿ndard§ related

iJ gouemm.ot combinations and disposals of govemment operations- The provisions of this

Satementareeffectiveforgorernmentcombin¿tionsanddisposalsofgovemmetrtoperations
oc"lrniog in financial ,"poiing periods beginning afte¡ December 15' 2013' a¡d should be

applied ó'n a prospective basis (fiscal year ended June 30' 2015)'

.GASBstaten.entNo.T0,,AccountingandFinancialReportingforNon.Exchange.Financial
G"rr;t"", \ Th"Ñ*rve of this Stitement is to improve accounting and finanrcial reporting

bystateandlocalgovernmentsthatextendandreceivenon-exchangefinancialguarantees.
Tíe provisions this Statement is effective for financial statements for reporting beginning after

June 15, 2013 (fiscal year ended June 30, 2015)'
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1, ORGANIZATION AND SUMMARY OF SIGMFICANT ACCOUNTING POLICIES'

(Continued)

Future AdoDtion of Accountine Pronouncements (Continued)

- GASB Statement No' 11 "Pension Transition for Contributions Made Subsequent to the

Measurement Do'""' tl" 
"ü¡ 

tttií" "i irtlt^ Síate*ent is to address an issue regarding

application of *re trans'itroi iro'i'iont of Shtement No' 68' Accounting and Financial

Reportingforp'^¡o""iiti'st'"rel"tettoamountsassociatedwithcontributions'ifany'
made by a state or local govemment employer or non-employer contributine entitV rc a d3!1t¡!

benefit pension pl"" "ft";;'; 
;;;'*tt"" dale of-the govemment's beginning net pensron

liability. This s,u,.rn." u*"ná;*"gñh ti1 of g'ls? Statement' No' 68 to require that' at

transition. u gor",n,,.n,'.."-oilil "i.ái*i"g 
¿"6.t-.d o,.r,flÑ of resources for its pension

contribut'ions, ir u,v, In'á" 
'u"¡t"quent 

ó the measul€ment date of the beginning net pension

liability. The proviri"*;;;; i;;;menishouta u" applied simultaneously with the provisions

oisátá..n, Ño 68 (fiscal vear ended June 30' 2015)'

.GASBStatementNo.T2,,FairValueMeasurementand'Applicatíon''(Issued2/15).The
objective of this So,".ñil'io f'o'á" guidance for determ*i:c' f11-'il1:-1":'ff::,* f"'
financial reporting potpot"* This St¿teñent also provides guidance for appllng fair value to

certain investmen" -iáir.f"r"r""related to all fáir value Áeasurements. The requirements of

this Statement are "fI"";;i;; 
fi;;"cial statements for periods beginning after June l5' 2015'

Earlier application is encouraged'

- GASB Statement No. 73 ,,Accounting and Financial Reporting for Pensions and Related

Assets that or" no''lín ii" s*p""oÍ c'ls¡ Statement ó8' and Amendments to Certain

provisions ol ClSt Stirie*"ri OZ á"a 
"At - 

@sued 06/1 5). The objective_of this Statement is

;; ilñ; ir,e ,s"rrti"s. of information about pensions included in the general purpose

external flnancial repÁ of state and local goverrrments for making decisions and assessing

account¿bility. ffr" ,"q"i."á.i" of this §atement that address accounting and financial

reporting by empl"V*,"*Jg"'"*-ental non--e-mployer contributing entities for pensions that

are not within the ..op" oi §ot.In"nt 68 are effeciive for financial statements for fiscal years

beginning after June ti, iorc, and the reqürements of this statement that address financial

reporting for assets u"""t'iui"¿ fo' putpot"t of providing those pensions are effective for

fiscal years beginning ul"il*" t s, zot s. rne requirements oft¡is st¿tement for pension plans

that are within the scofe of Statemánt 67 or for pJnsions thát are within the scope of Stafement

68areeffectiveiornr*tyearsbeginningafterJunei5,2015'Earlierapplicationis
encouraged.

46



COMMONWEALTH OF PUERTO RICO

MUMCIPALITY OF LAS MARIAS

NOTES TO THE BASIC FINANCIAL STATEMENTS
"-rónrnp rlscAl YEARENDED JUNE 30' 20É

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES'

(Continued)

Future Adoption of Accounting Pronouncements ('Continued\

- GASB Statement No, 74 ,,Financial Reporting for P.ostemolovment Benefit Plans other than

Pension Plans" ft"ffioltíi'{¡JoüjHY;;íth" st¿temení is to improve the usetulness of

information "u"", 
p"réápiáy."nr i"n"nts other than pensions (other postemployment

benefitsoroPEBlin.l,u¿"¿.init,.generalpurposeexternalhnancialreportsofstateandlocal
govemment¿l opEB;l;., f"; ;atlng decisions and assessinS accountability. This statement

is effective for ¡n#ial sratements ior fiscal years beginning after June 15, 2016' Earlier

aPPlication is encouraged'

_ GASB Statement No. 75 ,.Accounting and Financial Reporting for Postemployment Benefts

Other Than prnr¡oÉfr"'"i 06/15i'ftle primary objeitive of this Statement is to improve

accounting and fin",i.i"i ,.p"á"g UV ,tut. und lo.ui goremments for postemployment benefits

other than p"r$ont i'oii'tt'p-o"tñpí"vt""" be¡efits-or oPEB) lt also impro-ves-information

provided by state *ii"""r'Ñ.-rental.employers about financial support for oPEB that is

provided UV otn", 
"r,tiii"r. 

h"is Statement is eiTective for fiscal years beginning after June 15.

'20t7. frli.t upplication is encouraged'

.GASBSt¿tementNo.T6,,TheHierarchyofGeneraltyAccePtedAccountingPrinciplesfor
state and Local Go7"rn^"rrr" (lssued 06/1S).The objective ofthis statement is to.identit/-

inthecontextofthecurrentgovemmentalfinancialreportingenüronment-thehierarchyof
generally accepred accounti;g principles (GAAP). The requirements of this Statement are

effective for frnancial statemJnis for periods beginning after June 15, 2015, and should be

applied retroactively. Earlier application is permitted'

- GASB Statement No.77 "Tax Abatement Disc.losures " (Issued 08/15). The objective of this

sBtement i, to ,"Ñ disclosure of tax abatement information about (1) a reporting

govemme¡t,s o*Ir L,r__- 
"bu,"fn"nt 

agreements and (2) those that are ente¡ed into by other

lo.remments and that reduce the reporting government's tax fevenues' The requirements of

this Statement are effective for financial statements for periods beginning after December 15'

2015. Earlier application is encouraged'

.GASBstatementNo.TS,.,PensionProvidedThroughCertainMultiple-employerDefrned

ffiñ-r " ents addresses a practice issue regarding thc scope and applicability

of statements No. 6g, Accounting and iinancial Reporting for Pe¡sions. 
- 
This- issues is

associated with pension provided t-brough certain multiple-employer defined benefit pension

plan and to statá oi locai governmental-employers whose employees are provided with such

pension. prior to the issuaice ofthis statemánts, the requirements of Statements 68 applied to

ihe frnancial statements of all state and local governmental employers whose employees are

provided with pension through pension plans that are administered through trust that meet the

criteria in paragraph 4 of thaistatemeots. This Statem"nt is not effective until fiscal year 2016.

The impaót oith;se statement§ on the Municipality's basic frnancial statements has not yet

been determined.
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ENDED JUNE 30' 2015

SUMMARY OF SIGNIFICANT ACCOIJNTING POLICIES'
r. ORGANIZATION ANI)

(Continued)

Fun[e Atlootion of Accountine Pronouncements (Continued)

- GASB state*rsnt.N-o,Je' "cer¡arz 
i;:;::::J:::;#::;{;":"#i::i:;11!Ét?1j:i:

Statements addresses accounung arr:'"'1':i:: ::t:::;r "^;^- ". pytpñirl investment Dool to
and pool participant spt#t'irv' it "tá¡lishes 

criteria for an extemal invesrment' poo

quali[, for makin, ,n" .,Jjj,"j,"'*.r.rllii "r 
io ir_"estments at amortized cost for financial

reporting purpose o' *ii# i""t;"ni pool q"uri¡"d for that reporting if it meets all of the

applicable "¡t"t'" 
tttuoiilutf irr ti'it-§áát""i The^specified criteria address (1) how the

extemal investme* n*i};;;;;t[ puniap^ntt; (2f requirements for porrfolio Tatu]itv'

qualiry. diversific"""" "itJito'tiit"' 
iij""it'üion "na "qui'"'n"ntt 

ofa shadow price This

staremenrs i, no, 
"*..,iu. 

uitir ¡scar year 2016, 
"*".p, 

fo, ceruin provisions on portfolio

qualify, custodial t'"¿it'¡ü""'i"'i"áo* pti"ing Thi impact of these statements on the

Municipality's ba"" onun"iui 
'iuitrntrrtt 

t'ui not yet been detemined'

TheimpactofthesestatemenBontheMunicipali§,sfrnancialstatementshasnotyetbeendetermined.

DEPOSITS

The Municipality maintains its deposits in various commercial ba¡ks located in Puerto Rico and the

Gover¡ment Deverop*"nt nuort"r11"zui*; Iü;" (GI;Bj: Pt*eeds from all bonds and the tunds related

ü""1*i, rJá grant awards are required by law to be held with GDB'

On Julv l, 2004, the Mmicipaliry adopted the provisions of CASB Statement No 40 (GASB No 40)'

Deoosit and Investment R"k ;:it;;;;;;: )'n- ii"''a**t to GASB Statement No 3 This statement

requires rhat state and l".d ;;;;"r;;il'áir.tor" essential risk information about deposits and

invesrments. rne ais.tor*. ,.fJi.##;;;;;ruin *"ur; ...dit risr! interest rate risk, custodial

creüt risk, foreign exchange exposrÚe'

.CreditRisk_ThisiStheriskthatanissuerorothercountemartvtoaninvestmentwitlnotfulfill
its obligations l' t;;p"lit";; ;iih th" lu*t and re^iadóns of the commonwealth' the

Murucipaliry h^ .d;;"t:I,.'.rrült"il*att ristipolicy. the statement of lnvesnnent

Guidetines ¡* 'n" 
cf,iin"'";:;;i;;9;;:''l"at.th' of i''e'to Rico Accordinglv' the

Municipality is only ,lÑ;;;';r*si its obligations of the commonwealth, obligations of the

UnitedStatesofAmerica.cenificatesofdeposit'commercialpaper,bankers'acceptancesorin
pools of obligations t?li"- l¡"¡"ip"fities of Pue¡to Uco' wtrictr are managed by GDB'

According to ttr" oroá"riio".fÑ".,.*, guidelines, the Municipality is not allowed to

invest in marketabl" ;;;;;r Ñ other typi of investments for which credit risk exposure

may be significant fl"*f-"' tftt i¿unicipaiity's. manasement has concluded that rhe uedit

risk related to any dñ1;i;; i"l"á," defauits Uy cotimercial banks on the Municipalitv's

deposits is consiáeied low at Jr¡ne 30' 2015'
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DEPOSITS, (Continued)

rnterest Rate Risk- frh T 'r"^'i't,lfit^lhil:"','lt*:f,'i,::iñ"i"1,":;I['ffi§']J]lnterest Rate Rlsk - I nrs tr "''r 
"" 

m'"'*""i The Municipaliry manages i'. 
-expozure 

to

adversely affect the fair value o'- .. ;- irc investments oortfolio at Juneadversely affect the ralr varuE .ur 
- 

'nvestments portfolio at June

ii"ii**'t, t n *lues bv; not including d"* i1":iT:lj:,]l*,1''" ," ".¡n¿, of three monthsdeclines in fair values oy; nut rtruruuu'r 
ts to periods of three months

li,llili, ,l.ii'"* th. *áight"d-u'"'"c: '"T:Y ?:.':t:i1".'5'i1 ,..""nr. seneratins interesr30,2015,limrtlngtnewcrBrrtsu€Yvr*a-'"---'' uccoun$generatinginterest;i#ffi;i,g *o" Jt it' tunt.' d?^""l'^li i1l"l",::-:::':"," 
risk associated with th€

I filli,¿'T:1i;iil, :'"^i:'r¡" 
;t;i;''il interest iate risk associated with the

\-

Municipatity's cash is considered low'

.CustodialCreditfusk-Inthecaseofdeposits,thisistherisltthatintheeventofabankfailure'
the Municipality't o"potu' *"V-*t-bá reco'ered 

' 
Pursu¿nt to lhe Stdlement of lnvestment

cuidelines for 'n" 
c**"ilitoi'ii'"éo^*"*"otth of Puerto Rico' the balances deposited

in commercial u"'rtt uv"'ííoiiñil' ; insyg{ 
^uy 

the Federal Deposit Insurance

corporation (FDIC)' ,"'"t'iüi;;H t"¡*ltt 
"iszso'0ó0 

ner depositor' In addition' public

tunds deposired ,, "". 
""lJ,rii"rn.'iv ti" rvruni.ipuliw are tully collateralized for the

amounts deposite¿ in .r""'.."'oi ii,"'?.arái á"p".ito.y insurance. All securities pledged as

corlaterar are herd r. ti,. ürri"rp"iirvl, ,ame by the agents of the commonwealth's Secretary

ofrreasury.Deposits*t;;'¿ffi'át;;;;i'*"4*aunt""uredHowever'nolossesrelated
," ¿"tá, ri, ív c o s o"- a"po, i íil;;'t *; ;;" T:: I H[::dtlh:]",yifr :'1t i rT!:',*
;; ;ó; zoís' rire Municipaliry's management has con

custodial 
"redit 

titt 
"tsotiJtíJ*ín 

tnt rt,ttioitipulity's cash is considered low'

-ForeienExchaflqefusk_Thisistheriskthatchangesinexchangerateswilladverselyaffect
the value or ^, 

in ..t .ni";;;-;;;ri, Accoiding.to the aforementioned invesfinent

guidelines, adopted by ,ii'irr^f.fü'ü',t" t't'*i"iñuti* is Dreveoted ftom investing in

foreign securities * *, ffiJü;""iií*.i**i, t"i*rriln rorergn exchange risk exposure

may be significant ott""liiigi'vl';";';* h";.;;"cluded that-the foreign exchange risk

related to the Munitipurtty;* ¿-tíáti's is-considered low at June 30' 2015'

Pusuant to the statement ofinvestment guidelines for üe government ofthe Com¡nonwealth ofPuerto

Rico, the Municipality ."y -';;i'i;';;li;"ti"ns of 
. 
the-Commonwealth' obligations of the United

States of America, certificates #'i¿Ñ;:il3iciar naoi]1-blüers' acceptances' or in pools of

;fi;;r;;f o;;nicipatlties orruerto'tuco' which are managed bv GDB'

NOTES TO THE BASIC flI\ANCIAL STATEMENTS
"""ó"di"I"-rr§.AL YEAR ENDED JUNE 30' 201s
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3. MUMCIPAL LICENSE TAXES

TheMunicipalityisauthorizedbyActNo.8ltoimposeandcollectmunicipallicenset¿xestoany
naturat of legal per.o., t u-r,!i.Já"';;;;ilr. ;,i"iiies within the territory of Las Marias. This is a

self-assessed tax generally ui*i * ttt" business volume- of taxpayers' measured by gross revenues'

The Municipality est*rislesiire ópti""ut" t *,ut.r. At June 30,2015 the municipal license tax rates

imposed by the Municipaliti';Ji'i;ót"l;; i*n"iur institutions and 0.50% for other tvpes of

Hr"";r.'o, o,.r** trü' i"* ütt' gt""tJ *itl.' a partial tax exemption under any of the tax

incentive acts ofth" co*-ori*á"ttt, ultima:tely pay municipal license taxes at reduced tax rates'

Eachtaxpayermustassessthecorrespondingmunicipal.licensetaxbydeclaringthevolumeofbusiness
through a tax ferum t" b. f;;;';;;; nptif iS, based.on the actuil volume of busi¡ess (revenues)

senerated in the preceding c;;J;t É-'Taxpáyers with a.sales volume of $3 million or more must

,"jiffi ujjüñ;;i"i:";;;;;iu¡,t" *i.*n,, filed. rhe tax can be paid bv the taxpaver in

two equal installments ¿* 
"t 

l'iy fi *J:"n'"ty l5' subsequent to the filing of-the 
^declaration 

on

April 15. The first installment or ttr" rax covers thi six-month period ended Decernber 31, subsequent

to the filing date ot tr," ¿..rár"tion, *hii" it 
" 

,..ona lnstallmenr ofthe tax covers the six-month period

ended June 30 of the .rUr.qu"it 
"ut.raar 

year. If a taxpayer elects to pay the tax in full on the filing

date ofthe declaration lgeneláty e,pril l5), a 5% discount is granted automatically on the total tax due.

MunicipallicensetaxrevenuesrecordedintheaccompanyingGFFsamountedtosl0g'549atlune30'
2015.

4. PROPERTYTAXES

TheMunicipalityisauthorizedbyLawNo.83ofAugust30,lgglasamendedtoimposeandcollect
personal and ,"ut prop".ry ü*ar. und.. the laws and regulations of the commonwealth, personal

plopertytaxesc,obeimposed-toanynaturalorlegalpersonthatatJanuarylofeachyearisengaged
in á¿. o. uusin"ss and ii the ownei of personal property used in trade or business'

Personal property taxes are self-assessed by taxpayers every year generally §ing +: book value of

personal property 
"...r, 

o*rrJ by,h" to*páy". át_ianuary I and reporting such taxable value through

a personal property tax ,.**irlé¿ on May"15 subsequent to t¡e assessment date. The total personal

prlp".ty tui ,ur" in force was 6.68% (of wiich uxpayers pay 6'48% and 0'20% is reimtr:rsed by the

'.f"á.nt 
orrr"asury) at June 30,2dt+. Real property taxes are assessedbyThe Municipal Revenue

Collection Center (.'CRtrvt'). The'assessment on rial property is made every January l. and is based

on estimated current values ofthe property deflated at 1957 market prices. Thetotal real proPerty tax

rate in force was g.6g% (of whicú s_¿t,2" is paid by taxpayers añ 0.20%o is also reimbursed by the

Department ofTreasury) at June 30' 2015'

ResidentialrealpropertyoccupiedbyitsownerisexemptbylawfrompropertytaxesonthefÚst
SiS,OOO ofUr" aisessed value (at 1957 market prices). Fór such exempt amoutrts, the Departnent of

Treasury assumes paymenr of üe bas ic fax (4o/o z'.d 60/o for personal and real property, fesPectively) to

,rr" r.,r*i"ipurry, á*óept for prop"rty assessed of less than $3,500 (at 1957 market prices), for which

no Pa¡T nent is made.
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MUNICIPALITY OT' LAS MARIAS

NOTES TO TI{E BASIC F'INANCIAL STATEMENTS

4. PROPERTY TAXES' (Continued)

CRIMisresponsibleforthebillingandco]lectionsofrealandpersonalpropertytaxesonbehalfofthe
Municipality frio. to tt'" 

"utgi'""*, 
"t each fiscal y"u'' iRIM informs the Municipality of the

estimated amount of properry"i":-'"'.p,I"ü ,á u" collected for the ensuing fiscal year' Throughout the

year, GRIM advances n"¿"t""ir'""í'r]'i"rp'ritv ü*1"" ¡e initial estimated collections' CRIM is

required by law to pt"put" u 
"-ni"á"ni'tutátt'ít 

o' u ¡scal year basis' whereby a comparison is made

beiween the unlo,rnr. 
"duunl-"Jio 

ii" vrrni"ipurity_ and amounts actualiy co'llected from taxpayers'

This senlement ha. ," u" ""*iü,"i "" 
, pr"ri^"rry uasis not later than December 31. If CRIM remits

to the Municipality p,"p";;";.";;;"""' lrti"¡ 
"í" 

r"'s than the ux acrually collected' an additional

property tax receivable is te"otded at June 30 However' if advances exceed the amount actually

collected by CRIM, an lntergovemmental payable is recorded at June 30'

Law No. g3 of August 30, 1gg1, as amended, provides for the lery of an annual special tax of 1'03%

oftheassessedvalueofaltrealandpe.sonalproperty.notexonefatedfromtaxation'Suchspecialtax
is levied by tt 

" 
cornmor*"itlil i* i, "" ""i,4 

üy óRtM. Collections of this special tax are remitted

to the commonweartrr's oet'set;" fu;¿ fb, payment of debt service on general obligations of the

Commonwealth.

Inaddition,l.25o/ooflhetotalpersonalandrealproperty.taxescollectedbyCRIMisrestrictedforthe
ü"ri"lp"rllit debt service requirements and is retained by GDB for such purposes'

The Additional Lottery sysrem of the commonwealth ("Additional Lottery') is an operational unit

reporteclasanenterprise"¡".¿"itheCommonwealth,whichcunentlyoperatesseveralbetting
altematives to the ciiizens ";p;; 

Rico. The Additional Lottery is required every year to distribute

u pottion of ls excess of revenues over expenses as follows:

- 35o/o of its net eamings (defined as the excess of revenues over expenses less an amount

earmarked for the rur¿]foi n.nt 
^r¿ 

Home Improvement Subsidy Progam for the Low-lncome

Qualiffing Eld"tly;i;;;;tked to the müicipalities of the commonwealth' of which a

maximum of $26 #f i¡i' 
"" ^' """*f 

basis' is distributed to the Municipal Equalization Fund

held by GRIM to co-v;;;;;;;;ü ;p"rr". ,nd p"..un"nt improvements of the municipalities.

.Anadditionalamountnotexceeding$16million,onanannualbasis,isdistributedtothe
MunicipalEqualizutio,Eund,p.o,ia"ditiswithinthe35Tocorrespondingtothemunicipalities
of the Commonwealth. lttren the accumulated municipal appropriations from the

municipalities,PuertoRicoHealthReformalecovereduptoJune30,lgg7'theseresources
will be assigned to the Health Insurance Administration' a component unit of the

Commonwealth.
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4. PROPERTY TAXES' (Continued)

Totalplopefiytaxreceivable,netofana.Ilowanceforuncollectibleaccountsof(sl,569,771)amounted
to $133,572 at June 30, zo r !.'-irr"-"".position of property taxes receivab'le at June 30' 2015 is as

follows:
General

Fund
Debt

Service Fund Total

Gross proPertY taxes receivable

Less allowance for uncollectible

Accounts

Net property t¿x receivable

$ 1,371,781 $ 331,562 s 1,703,344

MUNICIPAL SALES AND USE TAX

OnOctober25,2006,theMunicipalLegislatureofLasMariasapprovedthe-OrdinanceNo'19'series
2005-06 based on stare public l-"1* Ñá] ilu ofJuly 4, 2006 estaülishing a local sa'les_and^use. tax of

í ü,;;;il r;i"; oigoods and services made witLin the M,nicipalities boundaries.. The ordinance,

*á. Jfi"Jr" ,", days áfter puttic norice, and under this Ordinance, every business doing retail sales

i;;;;i;;J,; *errto in tt" tarrriuprliry to obtain a Retailer's. Registration certificate- 
-The retailers

.áilq"ft"¿ ," fife monthly sales tax retums by the 20s day following the month in which. the tax was

I"jr".i.á. ó" ¡"rv 2g,20ó7,the state public Act No. 80 which amends Act No. 117 and establishes

inriii. á*i.ip"iities may collect only 1.0% of its sales and use tax and the Puerto Rico

TreasuryDepartment(PRTD)theother0,570'ResourcescollectedbytheMunicipalitywouldbeused
i", ."iJ*"l"., permanent improvements, health and public safety services, the impfovements in the

.uo"g.:n"nt ofiólid waste disposal and the implementation ofrecycling pro$ams'

The resor¡rces collected by the PRTD, related to the 0.5% of Municipal Sale Tax, ale deposited in the

following sPecial funds:

a. .2% in the Municipal Development Fund to be distributed among all the municipalities tbrough

an inverse formula c¡eated by the Act,

b..2%inaMunicipalRedemptionFundtofrnancefutureloanstomunicipalities,and

c'.1%inaMunicipallmprovementFundtofinancecapitalimprovementprojectssubjecttoa
distribution by the Commonwealth Legislature'
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FOR T

5. MUNICIPAL SALES AND USE TAX (Continued)

FromFebruaryl,2014onwardstheActNo'40ofJune30'2013'asamended'reducedthemunicipal
sales and use tax fro. 1.5%;;i0% and increased the commonwealth Sales and use Tax ftom 5.5%

to 6.0%. In additior,, t¡e comionlá*tt' uppto""a e"t No i 8 and Act No i 9' on January 2 4' 2074 to

provide for the res*"*t'ng unJ"t"ation oiinancing structures from sales and use tax sources in order

to guarantee ura puy rnun'"ip'i i""g;rn d*P Ati result' the municipalities of Puerto Rico may

improve its credit capacrty aiing wiih maintaining sufficient resources for operations'

TheActNo.18createsaspecialfundcaltedMunicipalAdministrationFundundercustodyofthe
Govemmental Der.rop."níoun[ Jpuerto Rico (GDÉ). This fund permits partijipants municipalities

to guarantee and puy fo,,g 
'"ttá"Ut 

and provide tundsfor its general oper"ti".lt: }r:.ttt:lso improves

ii"'i*"r"lrg 
"rp'*iry 

oithe puerro Rico Sales Tax Financing Corporation (COFINA)...The necessary

resources to create trr" rtl"i"lfui Áaministration Fund will come irom the amount§ collected by 0 5%

ofthe 6.0%o, relatea to tt e Conimonwealth Sales and Use Tax, and will be distributed among the special

nrnds that had been created by the Act No' 80 ofJuly 29' 2007'

The Act No. 19 creates a public corporation' ¿¡s a component unit of the GDB' under the name of

Municipal Finance Corpoiaiion iCó¡n¡l' 
-The 

new COFM may issue' pay or refinance the

.,_rni"ü"riti". tong t".* a"ut relaied to thá Municipal Sales and use Tax Redemption Fund. under

this corporation t¡e new ¡ssuance of municipal long term debts will be guaranteed with the municipal

sales and use tax of f .OX. eá. ifri, prrpor., ih. Muii.ipal Sales and Use Tax of I .0% will be deposited

intheCoFM.Fromthemonthlyamountcollected,theCoFlMwiltdeposit0.3%ofthe1.0%onthe
ó-ñrr¿ 

-.irting 
tund. d; "*c".. 

of the required deposit (0'7%) will be transferred to the

municiPalities.

Act No. 18 and Act No. 19 also include provisions for municipalities that do not want to participate in

th" ,.* pro""du.es established ln t¡e 
-corrue 

and the coFIM structures. The non-participating

.uri.ipuii l". will receive the full collection of the 1.0% of Municipal Sales and Use Tax, but müst

,.iirqri.r, their participation on the Municipal Development Fund created by Act No. 18. The

Municipality of ias Marias decided to be a participating entity ofthese processes'

As ofJune 30, 2015 the Municipality recorded sales and use Tax revenues of$624,943 in the General

Fund and $46b,ggg in the Debt service Fund conesponding to the Municipal Redemption Fund.
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6. INTERFUNDBALANCES

On July 1, 2001' the Municipalitv adopted the provi'i:11:^{ S**t"nt No' 3l"'Certain Financial

statement Note Disclosures;, 
-i."""a 

Ly the- óovemmental Accounting standards Board. This

statement requires tr," air.ro.*e liir," Áá* of .".orr..r 
-between 

funds and to asses the collectibility

#i#ilJi;1"*".. lnt"tittiJu"r-ces at June 30' 2015 consisted of the following:

Transfer From

Major Funds

General
Fund

Debt Service
Fund

Other
Governmental

f'unds

Total
Governmental

Funds
Transfer to:

Major funds:

General fund

Nonmajor funds:

Other governmental funds

Total

$ 1,686,482 s $ 325,537

(1,400,977) (432.4s2) (178's90) (2'012'019)

L85s0ss(432'452)$1461247----!-

$ 2,012,019

Due From

NOTES TO TIIE BASIC FINANCIAL STATEMENTS"ió-nrniFrscALYE@

General
Fund

Major Funds

Debt Service
Fund

other Tot¡l
Governmental Governmental

Funds Funds
I)ue to:

Major ñmds:

General fund

Nonmajorfunds:
Other govemmental funds

Total

At June 30,2015, all amounts due to among funds are considered collectible by the Municipal§'s

management.
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?.CAP[[AL ASSETS

Capital assets activity for the year ended June 30' 2015 was as follows:

Balance
June 30,2014 lncrease Decrease

Balar¡ce

Reclasiricatior June 30, 2015

Governm€lltsl Actiütle§

Capital assets not being depreciated:

I¡nd
Construction in Prcgress

Tot¡l caPital;ssets, not being depreci¡ted

Capital as§et§, being dePreciated:

Land imProvements

Building, stmcture, improvements

hAactucture
Machinery and equipment
Licenses vehicles

Total capitsl ¡ssets, being dePreci¡ted

Less accumulated depreciation for:

Lañd imp¡ovements
Building, structure, imProvements

InfractuctuIe
\- Machinery and equiPment

Licenses vehicles

Tot¿l accümülated depreciatiotr

Totsl capital assetJ' being depreciated' ret

Governmental Actiüties
General Govemment
Public Safety
Urbad atrd Economic DeveloPment

Healty and Sanitation
Public Housing and Welfare

Culture, Rec¡eatioo ard Educatio¡
Total

$- s-

$-

s-S-

$ 5,416,663
167.839

s 5.584,502

13,2.68.292
3,512,829
7,0'19,391
1,181,903
2.243,130

s 27346,145

§ 2,196,3',71

1,034,361
a J1) 107

1,252,252
r875.305

$ 11,431,082

$-
'116,135

s 7?6.135

s 187,808
87,090
29,366
4t,999

s 346,263

320,531

s 1,200,365

$-

§

$ 5,416,663
943,974

s 6360.637

s 13,456,100
3,659,919
1,108,'157
\,223,902
2,241,730

§ 27,692.408

s 3,327,103
r,123,682
4,614,381

1,370,443
2,195,838

$ 12,631441

s 530,732 $

89,321
141,588
I18,191

_J 
1rrt5"o63 s (gs¿,roz) §-$- $ 15,060.961

covemmert&l rctivitie§ capital a§set§, net --§-lf¡92Éff -§----gJ-¿67L 
j_-:- s - S 21.421.598

Depleciationarldamoltizationexpense§forthefiscalyearendedJune30,20l5,weIechalgedtofr]nctiodprogramsasfollows:

$ 576,ósl
213,065
139;763
93,636
47,056

110,194

s 1J00,365

NOTES TO THE BASIC FINANCIAL STATEMENTS
"ió"{r¡rn nscAr, YEARENDED JUNE 30'2015
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8. EMPLOYEES' RETIREMENT SYSTEMS

Plan DescrioliPn

The Employee's Retirement Svstem of the Govemmenl 9f *:ti" Rico and i§ Instrumentalities (ERS)

was creáted under tr'" ¡'"'s"]'+'ii' ^pp'""'Ii"" 
ü"v rs l?-t",1;lli*?.l".tb1*i::il:,;fl:;'ü:::

,f[,"d]Jffi#il.Ji,,".T":"T:','"'.Hi"*ü,1üüii[]:fiil;#;;ilnoi.o,...atv t¡"i'

own ret irement' s'v'*'' ol'l"lu"'i]ül'. : 
t': i'l 

-Y: : ;t, f ru';il: :::",fl 'á:;t"ffit11l:
;;;;;;;i;v"" that b^ecame participants of the PIT::T]Y;á;'rráá'"r", 

ri". io's of september

i., * +:X J ; #ll |;i3[i i'fi :"LUüIX ff :il;li,"; ] ;ftilu,.v r á, I s so un¿ á"uuti']'

a new Dension p,og'ut tsvtliil')i'ooi iÁe sv"em 2000 *o'k"d * a hybrid defined contribution

oran. aüo known a. .rrr, u^r",1'."'pí""'"ir,"r. *J" p""l 
"trension 

assets invested by the ERS'.together

*i,h rhor. of the current der-rffi ffi#;;. ü"alr,i,i, sy"i". benefits at retirement age will not be

guaranteed by the srate *"##;;;;á';;iiu" .ru.i".t"¿ to th" totrl u."r*ulated balance of the

saüngs account'

A,ActNo,3of2OIJ.WasenactedbytheCommonweatthofPuertoRicotoestablishacomprehensive
reform of the t*t "" 

;#i;' z'iri ñi' ""* ¡"t No 1 Ú""utt effective on Julv 1' 2013 and

amends the provisions #l';;t-t"*"t il"*' '*t*'"' *d"' the ERS' This system moves all

participants (emp,"y*,1.,";;,;;. 
j.i".á.u.".t. p.nsion plans (Act N o.447 and Act No. l) and

ii.'l-"ñi.¿ i,""i¡ri,,.,1, pü" iiñ; ?99g1:1:,:ilr:::',":l;:Hi;"."1,llH1,l'fr 
t"'-

Hybrid Plan') Conmbutrons will be maintalned ln lnolv

Ali retirement benefits accrued' tkough June 3!,.20.1.3, Uv the active participants ofthe programs

under ActNo. *, " 
rí!i'".á'oiÑí-i "?léqó 

*,r u" tor.n, and ihereafter, all tu ¡e beoeflts

will accrue under the ñ; ü;;J plan. partrcipanrs will receive a pension at retirement age

equivalent to *t'ut tt'""ü#;;;á; j*" :'o' zor¡ under Act Ño' 447 and Act 1' and a

suoolemental "*r,q,;'"rl[0"";i,";; 
;;ñu;;, -ude uft.. July 1,2013. Participants under

svsiem 2000 will no longei receive a lump-sum pa)¡ment upon retirement' but rather a lifetime

annuiw calculate. " 
I"'"U:",,.ri' lrr.á""ri " t.i"i tt"t *it incorporate the individual's l)fe

exPecian"Y and a rate of ¡etum'

ThenewparticipantsundertheNHPwillreceivealifetimeannuitybasedontheaccumulated
balance of their trdtri;;i;;;^Gtpioy."r'^.on*totions plus á ttn'- on investment) This

New Hvbrid Pl- "l;;;;"ii" 
po"iuli'v of accruing a merit pension (pavable once the

participant has u"t'¡"'"Jló y"utt of'creditablá service) after June 30' 20i3'

Act No. 3 establish the retirement age of Act.No 
-447 

regular employees at 6l years' Act No ¿97

high risk emptoye., (;;;;';;;;;i.ipat potic", nr.nghiers and óustody officials) at 55 vears' Act

305 (system zoool "ó#ei'pi"ñl "i'0s.v""1' l li*h 
risk emplovee remains the same' at 55

years. Act t 
".ptoytEt 

-'"*ain 
üe sume (65 years fof t"gut" erttpioy"t' and 55 for high risk

employees). u""'*;;;;;;' ñ;ñ; Ñ; ivbrid Pt; retiremintage will be 67 for regular

employees.and 58 for high risk employees'

s6
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s, EMPLOYEES' RETIREMENT SYSTEMS (Continued)

COMMONWEALTH OF PUERTO RICO
-üuxtcrr¿.llTY oF LAs MARIAS

The new Act No 3 also eliminates Special Law,benel" 1"-1tt" 
retirees; reduce the Christmas

Bonus to s200, eliminate,r," irlnri"igonus of$100 to current retirees, and eliminates disability

iln?il ."d;ñi,es a munaatory aisability insurance policy'

There is no change in medical plan contributions^of up 
'o,9-!'00 

and medicine bonus of S100 to

current retirees. Employers *iif "onttlUt't" 
$2'000 per retiree and future retiree to help finance

Special benefits; tt , sy't"* i"* üá"tiut p"ia á* t" tetirees As part of the changes' the minimum

Iionittüp"n.ion ror current retirees was increased to $500'

B. Act No. 32 of2013 - To improve the liquidity and sotvency of the ERS' the Commonwealth enacted

Act No. 32 of June 25, zoj¡, *rllci p'ouides fot incr€mental annual contributions from the

Commonwealth General t'unJúeginning in ñscal year 2014 and up to the fiscal year 2033'

This additional contribution wiu be determined annually based on actuarial studies to be performed

by the ERS'S actuaries.

Fundine Policy

TheActNo.3istheauthorityunderwhichobligationstocontributetothePlanbythePlan
members, employers un¿ oiiá contributing entities are established or may be amended. All

participants are reqr,."a to tonmiuit ióv" oig'ot' t"tary' ParticiPants.under üe.coordinated plan

as of June 30, 2013 (benefriJ i""rüiri"a witñ social securiw benefits) are required to contribute

7% ofgross salary up ," $6;00 ;i;.-10% ofgross salary in icess of$6,600 for fiscat year 2013-

2014; 8.5% ofg¡0., 
'uluty'piá 

ii'áóo pr* iox orgt*s salary in excess of$6'600 for fiscal year

zót+-zols -¿-tox of gtoss salary effective July 1' 2015

TheMunicipalitycontributedl2.2T5%ofgrosssalaryforñscalyear2013.2014.TheActrequires
an additional l% annually i"r'"*U .itf" ,"xt two Éscal years, and 1.25 % annuatly for each of

the five years there"t*, ,""Jii"g un 
^ggregate 

contrituti oi rxe of20.525Yo effective July l, 2020'

As stated in the Acr t¡. ir.r"ur?-"ppTi?uuie to the municipalities for fiscal year 2013-2014 was

financed through the Corffnonwealth's budget appropriations'

Questionsconceminganyoftheinformationprovide{1ntrr¡disclosureorrequestsforadditionál
information should be 

"oo."rr"¿iá 
the commonwealth of Puerto Rico Govemmeot Employees

and Judiciary Retirement svrt"m ÁaÁni.t ation, Minillas station, Po Box 42003, San Juan, PR

00940.

Plan Descriltle¡-fClriliryd
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NOTES TO TIIE BASIC FINANCIAL STATEMENTS

s. EMPLOYEES' RETIREMENT SYSTEMS (Continued)

In addition to the pension benefits described in Note-8'-as.of June 30' 2015 the Municipality is

reouired to cover the """"1i;'i;t";'"iJy" 
*"tlltit"d. in the retirement plan of its retired

:ffiil;U .r-."qrii"a Uy q"ri*""*.ái fr:. i"*5. 1]¡g N4u¡icinaliw is resoonsible of finance cost

related to the applicatron "t 'h"';;;i;i;s 
issued by the C'ommon*eaith Govemment Those

Snecial Laws g.un,.a in.r"ii:"r"il;;r;i;;r;J oiíer t.n.nts to retired employees of the

iffi[;úil"r;;; ". 
,.ai.i""r"u"",ir.'ér]rtr1rnm t"nus and dearh benefits. For the fiscal year

2015, cost related to tot" p"'*ápi"'-""*t""t'l'-i-T:*ted to S529'309 The aforementioned

[.n"Ro ut. t".otded as expenditures of the Cenerat Fund'

The Govemment Accounting Standards Board (GASB) has,issued several pronouncements that

have effective dat", tt u, -"y'irifu.i furure frnancial presentations. However, the Municipality has

not currently determined whai, iiuny' itpu"t implementation of this statement may have on the

financial statements'

C. Staternent No. 68 of the Govetn"tental Acc-oanting Standard Boa¡il - The Government

Accounting Standard Board (GASB) has issued Statement No' 68"'Accounting and Financial

Reportíngfor Pensl,n" " - an am"ndáent of GASB Statement No' 27 (GASB 68) became effective

for the year ended June :0, ZóiS The requirement established by Statement No' 27' Accounting

for Pensions by Sfate and Lo.ul Go,.--"ntal Employers, and by Statement No. 50, Perrsion

Disclosures, has been ,"plutt¿ Uy the new St¿tement No' 68' as they relate to progmms that are

provided tkough pension plan aáministered as tn¡sts or equivalent arrangement that meet celtain

criteria, as is the case of ERS'

The Employee's Retirement System of the Government of Puerto fuco' who is the responsible

govemment 
"ntity 

to p,o'ia" iie pension computations' has not issued its financial statements for

ii" y"". 
"na"a 

¡rrn" :0, ZOt+, nor has it provided the required information that is neces§ary to

implement the new requiremánts of C'tiS Statement No 68' Therefore' the accompanying

government wl¿e frnanciat siaÁ*tt do not have any adjustment that result necessary for the

iiuni"ipality to account for its proportionate share ofthe net pension as of June 30' 2015'

Asresult,theMunicipalitywaslimitedtorecognizethestatutorilyrequiredcontributions,w,itha
liability presentecl for any unpala required co:ntribution However' this recognition is not in

accordance with Accounting 
'i"n.."liy Accepted in the united states of Ame¡ica after the

establishment of aforementioned Statement No 68 '
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9. LONC-TERMDEBT

The Municipal Legislatufe is legally authorized to approve the contracting of debts ofthe Municipality'

Nevenheless, the t"*. una."g,ri"iiáns ofthe Commánwealth ofPuerto Rico also provide that:

.DirectobligationsoftheMunicipality(evidencedpritrcipallybybondsand.bondanticipation
noie.l ur" t"ct"a by the full faith, crádit and taxing power of the Municipality; and

.DirectobligationsafenottobeissuedbytheMunicipalityiftheamouatoftheprincipalotand
theintereston,suchbondsandbondanticipationnotes(andonallbondsandnotesissued
thereafter) which are payable in any fiscal year' together with any amount paid by the

uunicipaíity in the precáding fiscal year on accounr of bonds or bond anticipation notes

gu"*rt""a 6y the Municipaliiy, exceed 10 percent 
^of 

the total assessed value of the prope§

located within the Municipality plus the balance of the ad valorem ."xes in the debt service

fund, for bonds payable and boná anticipation notes to be repaid with the proceeds ofproperty

taxes restricted for debt service'

In addition, before any new bonds or notes are issued, the revenues of the debt service fund should be

sufficient to cover the projected debt service requirement. At June 30, 2015, the Municipality i§ in

"".pii*." 
*i fr the d;btiimitation requirements. The general long-term debt actiüty for the year

ended June 30, 2015 was as follows:
urlll"iolt Borrow¡¡s P¡vments 

B¡hñe 't uli'i'lii'
lnl¡ Additions Deductions Ju¡e30.2015 

-gL-Bond! P¡yrble

GÉDei¿l ObliSrtion Bonds

Spccial ObligatioD Bonds/wU

Totrl:

Not6 P.yül.i
CRIM:

l-aw 42

tzw46

Gencr¿l Sarvice.Ad¡tlidsúatiotr

Compensated Absence.§

Ckistams Bonus

Tot¡l

s 2,798,000

4,497,000

s (215,000)

(212,000)

s 2,5E3,000 §

4285,000

202,000

123,000

7J95,000 (427,000) 6.868,000

2,794,818

40,065

t84,199

1,098,t23

l2ó,135

(84,125)

(2,226')

(34,6t2)

2;n0,113

37,t39

t50,1&7

l¡74,t11

139,936

89¡r l

2,226

33,497

541,999

67,t54
376.6E8

13,804

s r r,53t,956 3 390,¿92 (547,963) s lrJfl,4Eó 1,0s9r87

NOTES TO THE BASIC FINANCIAL STATEMENTS

ron rnr FISCAL YEAR EryqEqruxElq2q§-
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9. LONG-TERM DEBT (Condnued)

Bonds Pavable

TheMunicipaliryissuesgeneralobligation.special(publicimprovement)obligationsbonds,andnotes
to Drovide for the a"qri.ir,on. loir,r.i.ii"" "í*"¡"riupitul 

facilities and equipment, as well as, to over

certain operating n""at' sonit;yuiü " 
i'"" lo' 20i 5 is composed of the following debs:

General Oblieation Bonds

1992 serial bonds face amount of $290'000 due in annual principal installments ranging from

$18,000 to $22,000' plus inter"st out in"t""*;iili"ll;;''at 5 6)5% through January l' 201? S

199? serial bonds face amount of S40,000 due in annual principal installments ranging from

iáp'ar,it¡ldü, Ñinterest due i-n annuut instattments at 4 50% thoush lanüary t'2022

1999 serial bonds face amount of S33O'OO0 due in annual principal. installments ranging from

;i;íüi; iüsóó, pl* i","*" ¿r"-tn "*ra inrtar."nti at variable rates (2.70% to 5.29%)

though JulY l, 2020

2006 serial bonds face amount of $155'000 due in annual principat insullments ranging from

í;ñffi iro,ñó, ;r.,, lnt".",t ¿uJ ii unno"i i"tult'n"ntt ui 4 25% through January |' 2033

2009 serial bonds face amount of 560'000 due in annual principal installments ranging ftom

;;Sd. ;10:óóó' plus int.t"'t d*];;;;*l installments at variable rates (4:t5o/'to 600%)

through JulY 1,2018

2012 serial bonds face amount of S200'000 due in annual principal installments ranging from

$5,000 to $12,000: pto, int","'t ¿u" in'""t"Ji""ift""'o " 
3 207" through January l' 2036 179'000

lgggserialbondsfaceamountof$S05,000dueinannualprincipalinstallmentsranging
í". i¡,iliolrÑái,ooo; pt,' l'ttÁt due in semiannual installments at 7'50% throush

July 1,2024 490'000

2001 serial bonds face amount of5455,000 due in annual principal installments rangi¡g

ñ; iñód;iá!,ooo; prr. ni"Á iue in semiannual inst¿llments at 7.5trlo through

July 1,2025 310'000

2002 serial bonds face amount of5790,000 due in annual principal installments ranging

Á"á éi;¡joli" s60,000; plus intJresi áue in semiannual i¡stallments at 6'00% through

July 1,2028 575'000

2004serialbondsfaceamountofs303.000dueinannualprincipalinstallmentsranging
i", óáilóoo i" sr7,000; plus int"r"tí d'" in semiannual installment§ at variable rates

(5.00% to 6.00) though Julv 1,2019 125'000

2007 serial bonds face amount of$855,000 due in annual principal installments ranging

l"Á iálpOO l" S70,000; ptus interest áue in semiannual installments at 5.00% through

July 1,2024 530'000

43,000

20,000

150,000

126,000

3 5,000

NOTES TO TIIE BASIC FINANCIAL STATEMENTS
"ión"urc frscAl YEARENDED JUNE 30' 201s

Subtotal Bonds PaYable
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9. LONG-TERM DEBT (Continued)

NOTES TO THE BASIC FTNA:{CIAL STATEMENTS
"""óñrnrEscAL YEARENDED JUNE 30' 2015

Soecial Oblieation Bonds/TVU

2008 serial bonds face amount ofS705'000 due in annual principal installments ran$ng

from S15,000 to $65.0001 prot tnit'i'i a-* in 
'"rniannrruj 

instállments at variable rate

ii.iiv"," z.ooxi through Julv l ' 2032

2008 serial bonds face amount of5855'000 due in a¡¡ual'principal installments rangtng

from § 15,000 to $ZO.OOo; ptus ¡ntJretia" ii "**f 
i'staliments at vanable rate (3 93%

to 7.00%) thrcugh JulY l, 2032

2008 serial bonds face amount of §2'614'000 due in annual. principal installments

ransins from $49,000 to Sz¡1,üó; prrr1" i"tlrest ¿ue in annual installmens at variable

ruüiJ]s¡x. z ooo¿) through Julv l' 2032

2008 serial bonds face amount of$10'l'000 due in annual.principal installments ranging

from $2,000 to S8,000; pf* int"'i'i¿ut in annual installments at variable rate (2 43%

to 7.00%) through JulY l, 2033

2009 serial bonds face amount of$505'000 due in annual principal installments ranging

from $10,000 to $45,000; pl"'"J;;;;;; variable rate (6 Ó0% to 8'00%) through

July 1,2035

Subtotal Bonds Payable through IVU deduction

TOTAL OUTSTANDING BONDS PAYABLE

The seneral obligadon bonds and the public improvements. bonds are payable- fiom the ad valorem

#r:rrü ;ii:til'*il; i. ,".,i.iáro, a.ri service and retained by GDB for such purposes'

635,000

760,000

2,331,000

89,000

470.000

s 4.285.000

$ 6.86E.000
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9. LONC-TERM DEBT (Continued)

TheLawsandRegulationsoftheCommonwealthprovidethatoublicdebtoftheMunicipali§will
constitute a first claim * t á'"üritr"'iá;;;;. ;i i,. Mu¡icinaiiw. Public debt includes bonds and

notes payable. The good f"ñ. "J;;;á;xing 
power of the Municipaliry are. inevocably pledged for

;;;;;;;p"y."nür tn" ptin"iput and interei-t of the bonds and notes pavable'

TheMunicipalityleviesanannualadditionalspecialtaxofl.25%oftheassessedvalueofpersonaland
real property. Th" p.o..ed. olihis additional special tax are deposited in a sinking fund established at

GDB whereby sufficient ará, -rr,i. ,"i-r.id" to r"d""In the bonds in minimum annual or biannual

principal and interesr paym"*. Tñ;;;;;;s of ttris speciat tax are recorded in the debt service tund.

Interest rates on serial bonds subject to variable rares-are. reüewed periodically by GDB and are based

on the fluctuation "t 
COs,r *"igited average rate for its commeicial paper program' not to exceed

g%. under this program, cbs ií.r.. 
"olnrnácial 

paper in the u.S. taxable and tzx-exempt markets,

in the Eurodollaimirket and to corporations that have tax exemption'

A¡nual debt service requirements of maturity for bonds payable are as follows:

Future Maturity Summary

Year
Ending
.Iune 30. PrinciPal Interest Total

2ot6$325,000$160,106
2Ot7 353,000 423'85)

2018 342,000 401' 170

2org 368,000 378,558

2020 381,000 356,439

2O2t-2025 2,029,000 1,397,840

2026-2030 1,722,000 7s7 
'030

2O1t-2035 1,291,000 l'l'7 

"1052036-2C/;O 57,000 2,138

§ 6.868.000 $ 4.054,839

485,106

776,853

7 43,170

146,558

731,439

3,476,840

2,419,030

1,468,705

59.138

$ 10.922,839+
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9. LONG-TERM DEBT (Continued)

Notes Payable to CRIM

Law146_on200l,aresolutionwasenactedtoauthorizetheMunicipalitytoobtainupto$55'653,
li-" t"nf, no, 

"*"eeáing 
30 y"a.s, fo, .epayment of bonds. issued for the sale of delinquent accounts'* -p;;";;"gr".rn"ni,r,,t 

b"*t'i n¡ereitit6'22%beginning July 1' 2007 w-as settted mth the^CRM'

in.'"í"*ar.rlg principal balance of the note payable ó CR,, amounted to $37.839, at June 30' 20i5'

The principal ind interest maturities are as follows:

Delinquent Accounts Law 146

Year
Ending
.lune 30. PrinciPal Interest Totál

2016

2017

2018

2019

2020

202t-2024

2025-2029

2030-2032

Year
Ending

June 30,

20t6
201'7

20t8
2019
2020

202t-2025
2026-2030
2031-2033

Loan Payable Law 42

s 3,174

3,118

3,062

3,006

2,95t
13,9 t 6

l, §'),

4,618

s 46,367

Tot¡l

) ))Á

2,226

2,226

2,226

2,226

I 1,129

l,129

948

892

836

780
'725

2,787

1,393

1674.45t

$ 37,839 s 8,528

Law 42 - On2002the municipality obtain an operating loan by $-3,469,372 that is payable in biann¡al

ñi-ail^"ou of5127.887, inciuding interest at 6.175% tkough July 2032. The outstanding principal

balance amounted to52,710,712 at June 30, 2015.

Principal
Amortization

Discount
Amortization

89,41I
95,029

101,000

t07.346
I 14,091

681 ,426
932,281
584_122 55,315

s 1,765,342

63

255,17 4

255,'174
,)<< 7?§

255,77 4
255,7'7 5

1,218,872
1,278,873

639.43't

r66,363
160,745

t54;7't5
148,428

141,684

591,446
346,586

NOTES TO THE BASIC Í.INANCIAL STATEMENTS- rólrnr FIscAL YEARElqpqflrNp Jq291!-
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30' 2015

9. LONG-TERM DEBT, (Continued)

Compensated absences: At June 30, 2015, the liability for compensated absences is composed as

follows:

Due within
one year

Due after
one year

§ 326,20s
606,607

Total

Accrued vacations

Accrued sick leave

Accmed compensatory time

Total compensated absences

30 i,052
194,940

46,007

627,257

801,547

46,008

s4t,999 932,8t2 $ 1,474,812

10. COMMITMENTS A¡ID CONTINGENCIES

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the

performance of routine govemmental operations. Under Act No. 104 ofJuoe 25,1995, as amended,

persons u." authorized to sue the Municipality only for causes of actions set forth in said Act to a

maximum amount of575,000 or $150,000 if it involves actions for damages to more than one penion

or where a single injured party is entitled to several causes ofactions. Under cefain circumstances, as

proüded in Act No. 9 of November 26, 1975, as amended, the Municipali§ may proüde its officers

and employees with legal representation, as well a§ assume the payment of any judgnent that may be

entered against them. There is so limitation on the payment of such judgrnent.

Which respects to pending or threatened litigation, the Municipality do not have or anticipate

unfavorable judgrnents as of June 30, 2015. Management believes that any unfavorable outcome in

relation to pending or threatened litigation would not be significantly.
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SUPPLEMENTARY INFORMATION
STATEMENTSoTBIJDGETANDACTUAL-BI]DGETARYBASIS-GENERALFI'JND

JUNE 30,2015

B¡dgeled Amou ¡
Actü¡l AÍro¡¡¡ts Vrri¡Dae

Oriq¡nel Fi!41 (Büdgetsrv B¡!i!) lrfth I'io¡l Budg't

Rev€to€s
Taxes:

Property

Mu¡icip¿l license

Sales

Corstsucdo ercis€

Cha¡g€s for s€rvic€s

IntcIgoveñmental
Interest on d€posits

Misccllaneous

Tot¡l Revenües

Erperdituret
Currcnt:

Genef¿l Gov€rflÍnant

Public Safety

Urba¡r and F-conomic DcveloPment

Heahh and Sanitarion

Cultute, Recreatio¡ and Educstion

Public Housing and Wclfare

Tot¡l Experditure.

E¡cest of reYenue3 (.xP€nditurc§)
ovér crpendimrcs (rcventres)

Otüer tiu!¡ci¡8 ¡ources (u§€§)

Tra¡sfers i¡ froñ olher funds

Tr&sfa¡s out from other fi¡nds

Olher sourc€s

Tot¡l other ñnatrci¡g sourcB (Ger)

E¡ce5r of rov€Dus ¡rd othar fiD¡nchg
sollfce3 ovcr €¡p¿Ddlhttes and other

liD¡ncing usa§

3,896,865

652,201

795,338

463,614

188,003

692,923

6,688,9f)

(391,031)

(18,6s7)

(6,821)

(29207\
(21,073)

(12,910)

(179,699)

566.844

1,686,482

(1,400,97?)

s 5,172,E¡9

I00.200

642,200

100,000

35,200

t.l t5.710

s 5,r72,819

100,200

642,2ú
r00,000

35,200

I,l 15,730

5,172,819

103,796

613,213

121,570

23,148

I,132,660
2,093

3,596

3l,0?3

2r,570
(r2,052)

16,930

2,@3

t?,1,15

26,435

7,168,649 7,r68,649 1,255J91

4,226,266

715,760

E20,106

494,331

2t | ,629
700,555

7,168,649

4,281,896

610,E64

802,159

492,821

2@916
?05,833

7,¡6&649

*6,U4

1,686,482
( 1,,100,9?7)

285,505 285,505

$ 832,319 852349

Expl¡¡rdotr of dillerem.s

Sources / irllows of r€$ürces:

Ach¡al amoldts Oudgct¡ry basis) fror¡l budgetary coElpa¡ison schedule

Df.nDces - budget basis to GAAP:

Nct itrcr€a§€ (dccre¿se) in receivables

Rcsources consrde¡ed rwcnues for financial rcpo¡ting but ,ot for budgeta¡y purposes

R€sources coosidered Evenu.s for budgetary but not for linancial rcponing pu¡poses

Tot¡l revenucs reported oD stalemant of revetru€§! elpcnditures ¡rd ch¡nge§ i|r füRd b¡l¡nce

Us$ / otrüIow¡ of li¡¡ncl¡l relources:

Ach¡al amou¡ts (budgetrry b¡sis) from budgetary cor¡parison schedule

Nel incr€ase (d€cre¿se) in payablcs

Encumbraúc¿-s rccordcd es cun€nt expmditures for GAAP basis

Resourc6 coosidercd expc¡diturcs for budgeláry bul not experses for GAAP

Tot¡l Grpcnlllt¡r.s r€poñad otr ststaDent of revelueq etPenditurci ¡nd ch.nges lD fund b¡l¡rcc

8942,276

(68363)

317,62t
(840,691)

§ r¡10,843

s t.0E9,927

Q08,U1)
4r3286
(1s248)

s rlr9jlr
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER

FINANCIAL REPORTING AND ON COMPLIANCE AND OTIIER MATTERS BASED

oNANAUDIToFFINANCIALSTATEMENTSPERFoRMEDINAccoRDAI{cE
WITH GOVERNMENT AUDITING STANDARDS

To the Honorable MaYor and

Members of the Municipal Legislature

Municipality of Las Marías
Las Marias, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States

of America and the standards applicable to financial audits contained tn Government Auditing

Sandards issued by the Comptroller General ofthe United States, the financial statements of the

governmental activities, each major fund, and the aggfegate remaining fund information of
Commonwealth of Puerto Rico. Municipality of Las Marías, as of and for the year ended June 30,

2015, and the related notes to the financial statements, which collectively comprise

Commonwealth of Puerto Rico, Municipality of Las Marías basic financial statements, and have

issued our report thereon dated March 3, 2016.

Int€mal Control over Financial Repofinq

In planning and performing our audit of the financial statements, we considered Commonwealth

of Puerto Rico, Municipaliry of Las Marias's intemal control over financial reporting (intemal

control) to determine the audit procedures that are appropriate in the circumstances for the purpose

of expressing our opinions on the financial statements, but not for the purpose of expressing an

opinion on the effectiveness of Commonwealth of Puerto Rico, Municipality of Las Marias's
intemal control. Accordingly, we do not express an opinion on the effectiveness of Commonwealth

of Puerto Rico, Municipality of Las Marias's intemal control.

A deficiency in internal control exists when the design or operation of a conEol does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,

or detect and correct, misstatements on a timely basis. A material weahtess is a deficiency, or a

combination of deficiencies, in intemal control, such that there is a reasonable possibility that a
material misstatement of the enti§'s financial statements will not be prevented, or detected and

corrected on a timely basis. A significant deJiciency is a deficiency, or a combination of
deficiencies, in intemal control that is less seve¡e than a material weakness, yet important enough

to merit attention by those charged with govemance.

4gt Muñoz ñrvero ñwñuo. Su,t6 314. Son Juqñ, puorto Rrco 00919 . T¿lephoñe (787) 950-1719 . T¿Ufo¡:(7E?) 950¡ 713
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIA¡ICE AND OTIIER MATTERS BASED

ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDAR-DS (CONTINUED)

Our consideration of intemal control was for the limited purpose described in the first paragraph

of this section and was not designed to identify all deficiencies in intemal control that might be

material weaknesses or, significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in intemal control that we consider to be material weaknesses.

However, material weaknesses may exist that have not been identiñed.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Commonwealth of Puerto Rico,
Municipality of Las Ma¡ias's financial statements are free from materiai misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant

agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an

opinion. The resu'lts ofour tests disclosed no instances ofnoncompliance or other matters that are

required to be reported under Government Auditing Standards.

Pumose of this Reoort

The purpose of this repon is solely to describe the scope of our testing of intemal control and
compliance and the results ofthat testing, and not to provide an opinion on the effectiveness ofthe
entity's intemal control or on compliance. This report is an integral part of an audit performed in
accordance wi¡h Government Auditing Standards in considering the entity's intemal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

7l;,,^ úlj,¡, /¿.,flr <.

NTEVES YELAZQÚEZ & CO., P.S.C.
San Juan, Puerto Rico
March 3, 2016

Stamp No. 02725858 ofthe Pueno Rico Society of
Certified Public Accountants has been affixed
to the original of this report.
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Nt€\r€s v€mzQu€z § co., P.s.c.
(ertified Publi< ffccountonts ond Finonciol (onsultonts

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL O\rER COMPLIANCE

REQUIRED BY OMB CIRCT'LAR A-133

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Las Marias
Las Ma¡ias, Puerto Rico

Report on Compliance lor Each Major Federal Program

We have audited Commonwealth of Puerto Rico, Municipality of Las Marias's compliance with
the types of compliance requirements described in the OMB Circular A- 133 Compliance
Supplement that could have direct and material effect on each of Municipality of Las Marias's
major federal programs for the year ended June 30, 2015. Commonwealth of Puerto Rico,
Municipality of Las Marias's major federal progmms are identified in the summary of auditor's
results section ofthe accompanying schedule offindings and questioned costs.

M ana g em enl's R e sp o n si b i lity

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

Auditor's R e sp o nsibi li ly

Our responsibility is to express an opinion on compliance fo¡ each of Commonwealth of Puerto
Rico, Municipality of Las Marias's major federal programs based on our audit of the types of
compliance requirements referred to above. We conducted our audit of compliance in accordance
with auditing st¿ndards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of Sntes, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Commonwealth of Puerto Rico, Municipality of Las Marias'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 Commonwealth of
Puerto Rico, Municipality of Las Marias's compliance.
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INDEPENDENT AUDITOR',S REto-RT ON coMPLIA¡¡cE FOR

EAcH MAJoR PRocRAN;;ÑiióÑ ixiinx¡¡'-coNrRol ovER coMPLTANCE

nnqüi REp 
"¿Bslr^SlliuLAR 

A_ I 33

Opinion on Esch oflhe Other Msior Fed*al Programs

In our opinion, Commonwealth of Puerto Rico' Municipalitv of Las Marias complied' in all

material respects, with the typ"' of 
"ornpfi""te 

ráquirements refened to above that could have a

direct and materia "r""t 
ot' "uli 

tfli' "li"t '":"r 
federal programs identified in the summary of

auditor's results section tf ü:";;;;;;;ü;"h"J'lt of nnámgt and questioned costs for the

year ended June 30, 2015'

Othe¡ Mafle¡s

Theresultsofourauditingproceduresdisclosedotherinstancesofnoncompliance,whichare
reouired to be reported i" "t;;;;;;; 

;itr' or'as Circular A-133 and which are described in the

;:'::ffi.;;;::il;i. ár¡lá-G *a questioned costs as item 201s-00r. our opinion on each

;"J"t I;#;iptogram is not modified with respect to these matters'

commonwealth of puerto Rico, Municipality of Las Marias's response to the noncompliance

finding identified in our oji ' i. ¿...iited in the accompanying schedule of findings and

questioned costs. co.n1on*"llit'or fu".to Rico, Municipalitv of Las Marias's fesponse was not

subjected to the auditing pr;á;; ffiJ ir'ri. or¿it oí compliance and, accordingly, we

express no opinion on the response'

Rcoort on Inte sl Control over ComDliance

ManagementofCommonwealthofPuertoRico,Municipa.lityofLasMariasis.responsiblefor,]ffil;ffi';;;ffii;i;;]¡i..ii'. i,"-.i .ontoi ouá' compliance with the §pes of

ffi;H"#rrÑr.-.nt. ,"f.-o.d to above. In planning and performing our audit of compliance,

we considered Co,,,,,or*.uú, ái pu..to ni.o, iufunicipaüw óf Las Marias's internal conuol over

compliance with üe ,vp* "ii.q.i....rt, 
t¡"t 

..ouf¿ 
naá a direct and material effect on each

major federal prognm ,o ÁtJ"nint the auditing procedures that are appropriate in the

circumstances for the purposi-oi "*fi.rrirg "n 
op[,ián on compliance for elch major federal

program and to test una."potrorr intemat-control over compliance in accordance with OMB

circular A- 133, urt not ro, irre purpo.. of.*pr.rsing an opinion on the effectiveness of internal

cont¡ol over compliance. e""oi¿ingty, *. áo-not .*pr".i - opinion on the effectiveness of

commonwealth of puerto ni.á, rr,r"íiirprrity of Las Marias's intemal control over compliance.

Adeficiencyininternalcontrolovercomplianceexistswhenthedesigaoroperationofacontrol
overcompliancedoesnotutto*.u,ug..entoremployees,inthenormalcourseofperforming
theü assigned functions, ,á-pr.u.nr," ot detect aád to,,."t, noo.otnpliance with a type of

compliance requirement or u r!á".ur progru. on a timely basi s. A material weakness in ínternal

control over compliance o u á.¡.irn.yi¡ combination of deficiencies, in internal control over

compliance, such that there is u ,"..orábl" porsibility that material noncompliance with a §pe of

;;iiil..q"irement of a federal prograrn will not be prevented, ordetected and corrected' on

u-tlá.l, basis. A sígnificant deficieicy ln internal control over compliance is a deficiency, or a

combination of deficiencies, in intemal control over compliance with a type .of compliance

."qriraa"* of a federal p-íu- that is less seve¡e than a material wealness in intemal control

ou"r.o*ptlut"",yetimporta'ntenoughtomeritattentionbythosechargedwithgovemance'

4er n{,ño¿ ñivoro ñ\/.nue, sua" 314. soñ ruoli#jút"1(g;119.fi1'oil.:"t"J""ái$?J],Í,'.i"?to-l7l 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE Í'OR

EACHMAJoRPRoGRAMANDoNINTERNALcoNTRoLoVERCoMPLIANCE
REQUTRED BY OMB CIRCULAR A-133

(CONTINIJED)

Reporl on Internal Control ovet ComDliance (Co"tinaedl

Our consideration of intemal control over compliance was for the limited purpose described in the

páeaing paragraph and was not designed to identify all deficiencies in internal control over

i"Ápfi*.á thai might be material ,reukn"ss", or significant deficiencies and therefo¡e, material

*"irr"r"". or signiircant deficiencies may exist that were not identified. We did not identiff any

deficiency in int=emal control over compliance that we consider to be material weaknesses.

However, material weaknesses may exist that have not been identified'

The purpose of this report on intemal control over compliance is solely to describe the scope of
o* i..tirg of internal control over compliance and the results of that testing based on the

requiremeits of OMB Circular A-133. Accordingly, this leport is not suitable for any other

purpose.

Th^ ?l--/¿16? /é',P'r <'

NIEVES VELAZQUEZ & CO.. P.S.C.
San Juan, Puerto Rico
Ma¡ch 3,201ó

Stamp No. 02725859 ofthe Puerto Rico Sociery of
Certiñed Public Accountants has bee¡ añ¡xed

to the original of this report.
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COMMONWEALTH OF PI,IERTO RICO

MUNICIPALITY OF LAS MARIAS

SCHEDTJLE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30,2015

Federal G rantor/Pa§s-throuth

Federal

CFDA

NumberG r¿ntor/Progra m or Cluster T¡tle

Sect¡on 8 - Housing Choice Voucher Program

Pass-through the Off¡ce of the

Comm¡ssioner of Municipal Affairs:

Community Development Block Grants -

States's Program and Non-Entitlement

Sub-total U.S. Department of Housing and Urban Development

U.S. DEPARIMENT OF HEALTH AND HUMAN SERN'ICES

Passed-through program f rom :

P.R. Department of Family - ACUDEN

Child Care and Development Block Grant

P.R. Department of Family - CSBG

Community Services Block Grant D¡scret¡onary Awards

Elderly Commission Office

Special Programs for Aging Title lll, Part B Grant

for Supportive Services and Senior Center

Sub-total U.S. Deparment of Health and Humen Services

U.S. DEPARIMENT OF AGRICULruRE

Direct Program:

Rural Development

Sub-total U.S. Department of Agriculture

TOTAI- EXPENDITURES OF FEDERAT AWARDS

74.471 s 189,132

L4.228 631,325

82.o,457

E (penditures

80,614

6,823

231,800

379,237

40,000

40,000

s 1,239,604

93.57

93.otl4

to.769

D¡rect Program:
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u
COMMONWEALTH OF PTiERTO RICO

MTJMCIPALITY OF LA§ MARIA§

NOTES TO SCEEDULE OT BX}ENDIII'RDS OF trDDERAL AWARD§
Jrr¡lD 30,2015

NOTE A - BASTI§ OT PRESET{TATION

The accompmying Schedule ofE:genditr¡rcs ofFederal Awa¡ds includcs the fedcral grant aotivity

oitle f"fu"iciplafiú under programi of the modified aocnral basis of accounting for the year mded

June 30, 2015. Aicorditrgly, amounb prese,ntcd in the accompanying scheú¡le ¡grce to amount§

prcseffid ia the basic financial statemenrc.

72



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OT' LAS MARIAS

SCM,DULE OFFTNDINGS AND QTIESTIONED COSTS

JUNE 30,2015

Section I. Summary of Auditors' Results

Pa¡t I Financial Statements

1. TYPe ofaudit rePort:

E Unmodified opinion E Qualified opinion

E Adverse opinion E Disclaimer of opinion

2. Reportable conditions reported

EYes E No

3. Reportable condition reported as a major wea,kness anÜor siglificant
deficiencY:

EYes E No

4. Materialnoncompliancedisclosed:

E Yes El No

Part II Federal Awards

I . Type of report: on compliance for major programs :

E Unmodilied opinion tr Qualified opinion

E Advose opinion E Disclaime¡ of opinion

2. Reportable condition reported as a major weakness and/or significant
deficiency:

trYesENo
3. Materialnoncompliancedisclosed:

EYes E No

v
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COMMONWEALTH OF PUERTO RICO
MLI¡ÍICIPALITY OF LAS MARIAS

SCIÍEDI,'LE OF FINDINGS A¡fD QUESTIONED COSTS
JUNE 30,2015

§ection I. Summery of Auditors' Results (Continued)

Part II Federal Awards (Continued)

4. Audit findings required to be repofed unde¡ Section 510 (a) of Circular
,{133:

EI Yes tr No

5. Major Programs:

CFDA Number (s) Feder¡l Proeram Gr¡ntor / Prosram Name

14.228 US De?artment of Housing and Urban Development:

Community Development Block Grantlstate Grants

6. Dollar threshold used to distinguish Type A
and Type B programs: S300^000

7 . Low-risk auditee

E Yes ENo

8. Waive risk criteria under 520 (i) of Circular A -133

EYes tr No

74



v
COMMONWEALTII OF PUERTO RICO

MTJMCIPALITY OT LAS MARIA§

SCEEDT]LE OF FINI'INGS¡ A¡TD QI]ESTIONED C(X¡TS
JUNE 30,2015

Section tr. fin¡ncl¡l St¡tcments I'tnding¡

ltere wcre no financial statem€rñ findhg§.
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COMMONWEALTH OF PUERTO RICO

MUMCIPALITY OF LAS MARIAS

SCMDULE OF FINDINGS A¡fD QTJESTIONED COSTS

JUI\E 30, 2015

Section III. Federal Awards Findings and Questioned Costs

Major Fltrding
Pro[r¡m No. FindlngNon'Compli¡nce

CDBG 2|)I54OT CASII MANAGEMENT

Condition:

From five (5) bank fatlsfer§ examined, we noted that in four (4) cases

of the sample, thc prograns elapsed time of federal ñ¡nd§

disbursement were made betwecn 5 and 8 business days, after the

thrcc (3) business days ¡equi¡ed by Federal Regulation.

Crilería:

As pe¡ (l-102 Common Rule 21, OMB Ci¡cul¿r A-100,2 CFR

Section 215.22) state that procedures musr be implement€d to

minimize the time between the drawdown and thc disbunement from

the time elapsing betu,een the hansfe¡ ofdeposit ofthe federal funds

to the bank and thci¡ disbunerner¡t were minimizrd.

Efect:

The Municipal§ does not aomply with the A-102, Commo¡ Rule 21,

OMB Circutar A-110,2 CFR Section 215.22, Cash MaDage¡uetrt

Requiremelt.

Cause:

The admitristrative persotr¡el related with the disburscment

proccdures are not pmcessing the paymeDts on time to mhimizc th€

time etapsed betweea the drawdowtr of futrds and the disbu¡sem€¡t

of fi¡uds.

Recomme dation:

We ¡ecommend the Prcgr¿m Officials ro obtain all uecessary

documeots approval oo time in order to r€l€ase thc funds wiüin üe
time requircment.

Manaseñent ResDonse:

To accomplish with the Federal and state requi¡ements, we Fcder8l

Program Office and ihe Fina¡¡ce Director of the Muicipality will
establish a procedure to make sure thsl ñ¡ture payments üll be made

with the 72 hours ¡equiied by the l,aw.

Qr¡cttioned
Co¡t¡
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LAS MARIAS

SCIIEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
JT'NE 30, 2015

Single Audit
ReDort Progr¡m

OíBOaO,4 Sectior¡ I
Hou§ing
Choice

Voucher§

FindiEs

Ciuria:

For both, family income exa¡ni¡ration aíd
reexamination, the PHA must obtai$ aod docume¡t i¡
the participant's ñle üe fo¡m "A§§et Declaration

Jüdgne¡t" for the participant and all applicable

members (ary membe. who is considered an "adult')
a§ establi§hed in the OMB C¡rcul¡r A-133

'Comptianc€ SuppleE€Ít Section IIL Compli.Dce
Requireñenti E. Eligibility for Indiüdu¡ls l. O).

Condition:

We performed ao eligibil¡ty test for 22 paficipants'

where we observed that the docurn€ntation wa§

completed for the participant, but not for áll applicable

me¡nbe¡s. We did not ñnd the As§€t Dccl¡r¡tion
Judgme a¡d the Immigrstio¡l Certific¡te for ll
a¡d 19 p¿rticipants, respectively Potential questioned

costs were $68,000.

Cüretrt St¡tus

The missing hformation and
docume[ts wcre provided
for the Júe 30, 2015 sudil
Th€¡efoE, üe ñnding is
clca¡ed.

Finding
No,

2014.o1
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.lisaa[o Li6ré Asocidlo {c +'ucto q¡¿o

'-MuniciPio [e Las 9vta¡ía;s

oJicina [c tPtogtonat Gclerahs

1EtCe6f,' /. f, Clt ú'

1¡e lrt'rtcáúirú t-q@- ,flkrfi.

Co¡rection Pltn Acüon

R€ferance: §ecüon lll - Féde'ál Aw'rds F¡ndlngE and Quesüon€ld cótt

Flnd¡rS ilo. l-12 - Ga§h Úanagañent
F€d6l€t Progiain
CF9A - 14.2g4 Commuñity Oevéloprnent Block Grant

Cortrplianco trqa¡ltemeñt:
Cash Manaqement
CaÉgiory:
Compliance

To accornpl¡gh vriih the Fede.al and Slatc roquirÉmeñts' we Federal P'ogram3 Ofñce and

i" ñ.á"ái-o¡*a.r of the Municipaltty of Lá5 Marías wiÍ establish a-proo€dure to md€

rr." ,i"i t nut" ptv.ents witl be rnade wlthin the 72 hours requ¡red by law'

W*h the finding of the balancé on ttre bánk ac@¡¡nt of §&t'481' w€ have be€n wofking

;;; it 
";¡ 

hoótu v ar December 31 2015 thls flnding will be resolYed'

lf you need moré informát¡on, don't hesitate to call us 7A7'A27-?3A5 or eflail ua at

eicde!3l,alln 2.Q-L3@']IÉrl'"c-!-c'

Sinc€rety,

LQ- Ls\s\E-S
Damads Cüdrigue) vélez
D¡rector
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