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VALLE AW'ÍOA BA¡4, PR OO949URE LEWTfiOWN, 1818 DEL

INDEPENDENT AUDIÍOR,S REPORT

Honorable Mayor and Members
of the Mun¡c¡pal Leg¡slature

Mun¡cipal¡ty of Mar¡cao
Mar¡cao, Puerto R¡co

Report on the Financial Statements

I have audited the accompany¡ng financial statements of the governmental act¡vities, each major fund, and the

aggregate remaining fund ¡nformation of the Munic¡pality of Mar¡cao of the Commonwealth of Puerto Rico ("the

Munic¡pal¡ty''), as of and for the year ended June 30, 2015, and the related notes to the financial statements,

wh¡ch collectively comprise the Mun¡cipal¡ty's bas¡c f¡nancial statements as listed ¡n the table of contents.

Mdnogemenls Responsibility for the Financiol Stotements

Management ¡s responsible for the preparation and fair presentation of these flnancial statements ¡n accordance

with accounting pr¡nciples generally accepted in the Un¡ted States of America; th¡s ¡ncludes the des¡gn,

implementation, and maintenance of ¡nternal contro, relevant to the preparat¡on and fair presentat¡on of finaircial

statements that are free from material m¡sstatement, whether due to fraud or error'

Aud ito t's Res pons ¡bil ity

My responsibil¡ty ¡s to express op¡n¡ons on these f¡nanc¡al statements based on my aud¡t. I conducted our audit in

accordance with audit¡ng standards generally accepted ¡n the Un¡ted States of Amer¡ca and the standards

appl¡cable to financial audits conta¡ned i¡ Government Aud¡t¡ng Stondords, issued by the Comptroller General of

the Un¡ted States. Those standards requ¡re that I plan and perform the audit to obta¡n reasonable assurance about

whether the financial statements are free from mater¡al misstatement.

An aud¡t ¡nvolves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements. lhe procedures selected depend on the auditor's judgment, including the assessment of the

risks of mater¡al m¡sstatement of the financial statements, whether due to fraud or error. ln mak¡ng those risk

assessments, the aud¡tor cons¡ders internal control relevant to the ent¡ty's preparation and fair presentation of the

f¡nancial statements ¡n order to des¡gn aud¡t procedures that are appropr¡ate in the c¡rcumstances, but not for the

purpose of express¡ng an op¡nion on the effectiveness of the ent¡ty's internal control

Accord¡ngly, I express no such op¡nion. An aud¡t also includes evaluat¡ng the appropriateness of accounting

pol¡cies used and the reasonableness of significant accounting est¡mates made by management, as well as

evaluating the overall presentation of the financial státements

¡ believe that the aud¡t evidence I have obta¡ned is suff¡cient and appropriate to provide a basis for my qual¡fied

o pin io n.

Ma¡l¡ng Address Box 757, Dorado PR 00646



Bosis for Quolified opinion on Govemñentdl Finoncidl Stotement

iwere not allowed access to the management and the auditors of Employees Retirement System of the

Commonwealth of Puerto Rico informat¡on used to determ¡ne the proportional share of the deferred

outflows/inflows of resources, and net pens¡on l¡ab¡lity attr¡bute to employees serv¡ces already rendered and that

are not cont¡ngent on a specific event that ¡s outs¡de the control of the employer and employee be accrued as

deferred outflowslinflows of resources, liabilit¡es aÍd expenses as employees earn the rights to the pension plan

benefits of the governmental activ¡ties. As result, I were unable to determ¡ne whether any ad.iustments, were

necessary related to the Munic¡pal¡ty of Maricao's deferred outflows/¡nflows of resources, liabilit¡es, net position,

and expenses of the governmental act¡v¡ties.

Quolifted opinion

ln my op¡n¡on, except for the possible effects of the matter discussed in the Basis for Qualified Opinion paragraph.

the f¡nanc¡al statements referred to above present fairly, in all material respects, the respective f¡nanc¡al position

of the governmental activities, each maior fund, and the aggregate rema¡n¡ng fund ¡nformation of the Mun¡cipal¡ty

of Mar¡cao of the Commonweatth of Puerto Rico, as of June 30, 2015, and the respect¡ve changes in financ¡al

pos¡t¡on thereof for the year then ended ¡n accordance with account¡n8 principles generally accepted in the united

States of America.

Other Mql'ters

Re qu ¡re d Su ppleme ntq ry lnformotion

Account¡ng princ¡ples generally accepted ¡n the Un¡ted states of Amer¡ca require that the mo'ogement's

d¡scuss¡an ond onolys¡s ond budqetory compar¡son ínformot¡on on pages 4-11 and 45-46 be presented to

supplement the basic f¡nancial statements. such ¡nformat¡on, although not a part of the bas¡c financ¡al statements,

¡s requ¡red by the Governmental Account¡ng Standards Board who considers it to be an essential part of financ¡al

reporting for placing the bas¡c f¡nanc¡al statements ¡n an appropriate operational, economic, or h¡storical context. I

have applied certa¡n limited procedures to the required supplementary information in accordance vrittr auditing

standards generally accepted in the United States of Amer¡ca, which cons¡sted of inquir¡es of management about

the methods of prepar¡ng the ¡nformat¡on and comparing the informat¡on for consiitency with management's

responses to my inqutries, the bas¡c financial statements, and other knowledge I obtained during mY audit of the

basic f¡nancial statements- I do not express an opinion or prov¡de any assurance on the ¡nformation because the

limited procedures do not prov¡de me with sufficient evidence to express an op¡n¡on or provide any assurance.

Also the u.s. Depsrtment oÍ Housing qnd lJrbon Development, Reo! stote Assessment center (REAC) is presented

(separate report) for purposes of additional analys¡s and is not a requ¡red part of the f¡nanc¡al statements. such

informat¡on is the responsibil¡ty of management and was derived from and relates d¡rectly to the underlying

account¡ng and other records used to prepare the financial statements. The infofmation has been subjected to the

¿ucjir¡ng procedures applieri in the audit of ihe í¡nancial statemenis and certa¡n adci¡t¡onai procedures, incluciing

comparing and reconciling such ¡nformat¡on d¡rectly to the underlying accounting and other fecords used to

prepare the financ¡al statements or to the financial statements themselves, and other adciitionai procedures in

accordance with audit¡ng standards generally accepted ¡n the United States of America'

Other lnfotmotion

My audit was conducted for the purpose of forminE op¡n¡ons on the financial statements that collecti\'ely comprise

the Municipality,s basic f¡nancial statements- rhe comb¡ning ond índividuot non-major Íunci f¡nonc¡cl stoteñents

ond schedule ot' expend¡tures of federol awords, as required by ofÍíce of Monogement dnd Budget c¡rculor A-133,

Aud¡tsofstotes,LocolGovernments,ondNon-Prof¡torgon¡zot¡onsondtheotherinformotion,suchosthe
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introductory ond stot¡st¡cal section are presented for purposes of add¡t¡onal analysis and are not a required part of
the basic financial statements.

fhe manogement's d¡scussion ond anolysis ond budgetory compor¡son ¡nformot¡on is the respons¡bility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the bas¡c f¡nancial statements. Such ¡nformat¡on has been subiected to the aud¡ting procedures appl¡ed ¡n
the aud¡t of the basic f¡nanc¡al statements and certain addit¡onal procedures, ¡nclud¡ng comparing and reconc¡l¡ng
such information directly to the underlying accounting and other records used to prepare the basic financ¡al
statements or to the basic financ¡al statements themselves, and other add¡tional procedures in accordance w¡th
aud¡t¡ng standards generally accepted in the United States ofAmerica.

Ihe comb¡n¡ng ond ind¡v¡dudl non-mojor fund f¡nonc¡ol stotements ond schedule of expend¡tures of federal awards
has not been subiected to the aud¡t¡ng procedures applied in the aud¡t of the bas¡c f¡nancial statements, and
accord¡ngly, I do not express an opin¡on or prov¡de any assurance on ¡t.

ln my op¡n¡on, the m onogement's d¡scussion ond onolysis ond budgetory comporison inÍorrndt¡on is fa¡rly stated, in
all mater¡al respects, in relat¡on to the basic f¡nancial statements as a whole.

Other Reporting Requ¡red by Goyern ment Auditing Stondards

ln accordance with Government Audit¡ng Standords,l have also ¡ssued my report dated December 1.7, 2015 on my
cons¡deration of the Municipal¡ty's internal control over financ¡al report¡ng and on my tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of my test¡ng of internal control over financial report¡ng and compl¡ance and the
results of that testing and not to provide an op¡nion on internal control over f¡nanc¡al report¡ng or on compliance.
That report is an ¡ntegral part of an audit performed in accordance wilh iovernment Aud¡ting Stondords in
consider¡ng Munic¡pal¡q/s ¡nternal control over financial reporting and compl¡ance.

Toa Baia, Puerto R¡co

December 17, 2015

Stamp No. 02726703 of Puerto
Rico Soc¡ety of Certif¡ed Publ¡c

Accountants was affixed to the
or¡g¡nal report.
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COMMONWEALTH O' PUERTO RICO

' mu¡nclÉ¡Uw oF MARtcAo
MANAGEMENT,S DISCUSSION AND ANALYSIS

ruNE 30,2015

Management of the Municipal¡ty of Maricao of the Commonwealth of Puerto R¡co (the "Munic¡pality") prov¡des

this Monogement's D¡scuss¡on ond Anolys,s of the Munic¡pal¡ty's bas¡c f¡nancial statements as an overview and

analys¡s of the financ¡al activities of the Munic¡pal¡ty for the fiscal year ended June 30, 2015. I encourage readers to
consider the information presented here in conjunction with the add¡t¡onal informat¡on that I have furn¡shed in the
accompanying bas¡c f¡nanc¡al statements.

Dur¡ng fiscal year ended June 30, 2003, the Municipality ¡mplemented the new required financial reponrng

standards establ¡shed by Statement No.34, Bos¡c F¡ndnc¡ol Stotements ond Monogement's D¡scuss¡on ond Anolysis

for Stqte qnd Locol Governments, issued by the Governmental Account¡ng Standards Board (commonly known as

"CASB 34"). According to this statement, sign¡f¡cant required changes in content and sÍucture have been made ¡n

the accompany¡ng Mun¡cipality's basic financial statements as of and for the fiscal year ended June 30, 2015,

which make the accompany¡ng bas¡c financial statements not eas¡ly comparable to the Mun¡cipality's general

purpose financial statements issued ¡n years pr¡or to 2003. However, the compadson of years after the adopt¡on

of GASB 34 will be more mean¡ngful and will go further in expla¡n¡ng the Municipal¡ty's financial pos¡t¡on and

results of operations.

Th¡s Management's Discussion and Analysis (MD&A) is prepared as a result of the requirements of GA5B 34, and it
has been designed accordingly w¡th the following goals:

a) Assist the reader in focusing on significant f¡nancial ¡ssues,

b) Provide an overv¡ew ofthe Municipality's f¡nanc¡al act¡v¡ty,
c) ldentify changes ¡n the Mun¡c¡pal¡ty's f¡nanc¡al pos¡tion (its abitity to address the next and subsequent

year challenges),
d) ldentify any material deviat¡onsfrom the f¡nanc¡al plan (the approved budget), and;

e) ldentify ind¡vidual fund issues or concerns.

S¡nce the MD&A is des¡gned to focus on the current year activities, resulting changes and currently known facts,

please read it in conjunction with the accompanying basic financ¡al statements.

FINANCIAT HIGHLIGHTS

. The Mun¡cipal¡ty net position increased by 5885,813.

. ln the Governmentalf¡nancial statements, governmental fund balances increased bY 5565,599

. cap¡tal expend¡tures amounted to S811,929.

USING THIS ANNUAL REPORT

fhis annual report consists of a series of new financial statements with a change in the focus fror¡ the prevrous

financial statements. Ihe new focus ¡s on both the Mun¡c¡pality as a whole (government'wide) 3nd the major

individual funds. Both perspect¡ves (government-wide and major fund) al¡ow the user to adlress relevant

questions, broaden a bas¡s for comparison (year to year or government to government) and enhance the

Mun¡c¡pality's accountabil¡ty.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Municipality'5 financ¡al statements include three components: (1) the Government-Wide tinancral Siatements,

(2) the Fund F¡nancial Statements, and (3) the Notes to the F¡nanc¡al Statemenls (collectively known as the "basic

financial sratements"). This report also contains add¡tional required supplementary ¡nformation (budgetary

schedule) in addition to the bas¡c f¡nanc¡al statements themselves. These components are describec below:
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COMMONWEATTH OF PUERTO RICO

' rrnur'liqpirltw ot MARlcAo

MANAGEMENT'S DISCUSSION AND ANALYSIS

ruNE 30,2015

Government-W¡de Financ¡al Statements

Ihe government-wide f¡nonc¡ol statements are designed to provide readers with a broad overv¡ew of the

Municipality,s operations and finance as a whole in a manner s¡milar to pr¡vate-sestor business. These statements

prov¡de short-term and'long-term ¡nformat¡on about the Mun¡cipality's financial position, wh¡ch ass¡st the

Municipal¡ty,s management to determ¡ne the econom¡c condit¡on at the end of the f¡scal year. These f¡nancial

statements are prepared usint the flow of econom¡c resources measurement focus and the accrual basis of

account¡ng. This bas¡cally means that these financial statements follow methods that are similar to those used by

most businesses. They take into account all revenues and expenses connected with the rlscal year ended lune 30,

2015, even ¡fcash ¡nvolved have not been received orpaid. The government-w¡de f¡nancial statements include: {1)

the statements of net pos¡tion and (2) the statement of activ¡ties'

statement of Net Dosition

The statement of net position presents all of the Mun¡c¡pal¡ty's assets and liab¡lit¡es, w¡th the difference between

these two ¡tems reported as "net pos¡tion" (equity)' over time, increases or decreases ¡n the net position may

serve as a useful indicator of whether the financial position of the Mun¡cipality ¡s either ¡mproving or deteriorating'

Statement of Act¡víties

The statement of activities presents information showing how the Munic¡pality's net posit¡on changed during the

fiscal yearended.lune 30,2015. Allchanges in net position are reported assoon asthe underlying event giving rise

tothechangeoccurs,regardlessofthetim¡ngofrelatedcashflows.Thus,revenuesandexpensesarereportedin
this statement for some items that will not result ¡n cash flows until future fiscal periods (such as uncollected taxes

and earned but unused vacat¡on leave). Th¡s statement also presents a comparison between direct expenses and

program revenue5 for each function of the Municipality'

Bothoftheabovement¡onedf¡nanc¡alstatementspresentallthegovernmentalact¡vit¡esoftheMunic¡pal¡ty,
which consist mostly of taxes and ¡ntergovernmental revenues (such as federal Srants). Most serv¡ces provided by

the Municipality fall into this categJry, including culture and education' general government' health and

sanitat¡on, publ¡c safety, public housing and welfare, etc'

Fund Financ¡al Statements

TheMunic¡pal¡ty,sfundfinanci¿lstatementsconsistof:(1)thebalancesheet-governmentalfundsand(2)the
statement of revenues, expenditures and changes in fund balances - governmental funds These financ¡al

statements report the financial position and results of operations ofthe Mun¡cipal¡ty's governmental funds'

A fund is a grouping of related accounts that is used to maintain control over reEources that have been segregated

forspecificact¡v¡t¡esorobject¡ves.TheMun¡cipality'likemostotherstateandlocalBovernments'usesfund
account¡ngtoensureanddemonstratecompliancewithfinancerelatedlegalrequirements.EachfÚndis
consideredanindependentfiscaleotitvaccountedforwithinasetofself-balancingaccount5thatcompriseit5
assets, liabilit¡es, fund equity, revenue, and expenditures. rund accounting segregates funds accord¡ng to their

intended purpose and is used to aid t"n"getent in demonstrating compliance wrth legal' financial and

contractual prov¡sions.

The fund financ¡al statements focus on: (1) individual parts of the Mun¡cipality's government and {2) reporting the

Mun¡c¡pality,soperationsinmoredetailthanthegovernmentwidefinancialstatements.Forfinancialreport¡ng
prrpor"r, ,t. *rn¡cipal¡ty classifies its funds withi; the following fund categories: (1) general fund' (2) debt service

fund, (3) special revenue funds and (4) capital proiects ítrnds (collect¡/eiY known as the "governmental funds"l-

5l



COMMONWEATTH OF PUERTO RICO

' MúNtclPALffY or MARlcAo

MANAGEMENf,S DISCUSSION AND ANALYSIS

JUNE 30,2015

Fund F¡nanc¡ál Statements (cont¡nuat¡on)

Governmental funds are used to account for all of the services provided by the Munic¡pal¡ty. Governmental funds are

used to account for essentially the same functions reported as governmental activities in the governmental-w¡de

financ¡al statements. However, unl¡ke the government-w¡de financial statements, Sovernmental fund f¡nancial

statements focus on near-term inflows and outflows of expendable resources. They also focus on the balances of

expendable resources available at the end ofthe fiscal year (lune 30, 2015). Th¡s approach ¡s known as using the flow of

current f¡nancial resources measurement focus and the modified accrual basis of account¡ng. These statements provide

a detailed short-term v¡ew of the Municipal¡ty's finances that assists ¡n determininB whether there w¡ll be adequate

financ¡al resources ava¡lable to meet the current needs of the Municipality, that is, evaluating the Munlcipal¡ty's near-

term tinanc¡ng requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful

to compare the fund ¡nformation presented for governmental funds with sim¡lar information presented for

governmental act¡vitie5 ¡n the governmeot,w¡de financial statements. By doing so, readers may better understand the

long-term impact of the Mun¡cipality's near-term financial decisions. For financial reporting purposes the Municipal¡ty

has six major funds: (1) the general fund, (2) the debt service fund (3) the SBGP fund and (4) s3,860,000 Loan Fund.

Notes to the Basic F¡nancial Statements

The notes to the basic financial statements provide additional ¡nformat¡on that i5 essential to a ful¡ understand¡ng of the

data provided in the government-wide and the fund f¡nanc¡al statements- The notes to the basic financial statements

can be found immed¡ately following the basic financial statem€nts.

Requ¡red supplementary lnformat¡on

The basic f¡nancial statements are followed by a sect¡on of requ¡red supplementary information crlnsisting of a

budgetary comparison between actual operat¡ng results w¡th the original budget and the final amended eudget for the

generalfund.

I N FRASTRLC.:ÍU RE ASsETs

Histor¡cally, a government's largest group of assets (infrastructure - roads, bridges, traffic s¡gnals, underground p¡pes

luntess associaieo with a utilityl, etc.) have not been reported nor depreciated ¡n governme¡tal f¡nancial statements

GASB 34 requires that these assets be valued and feported w¡th¡n the Sovernmental column of the Government-wrde

Financial statements. Add¡t¡onally, the government must elect to either (a) depfeciate these assets over their estimated

useful iife or (b) develop a system of ásset management des¡gned to mainta¡n the serv¡ce del¡very potential to near

perpetuity. lf the government develops the asset management system (modified approach)' which periodically (at least

every third year), by category, measures and demonstrates ¡ts maintenance of locally establ¡shed levels of service

standa.ds, the government may record ¡ts cost of ma¡ntenance ¡n l¡eu of depreciat¡on. The infofmation about the

cOndition and maintenanCe Of COnd¡t¡on Of the government infrastructure assets Should aSsist financial statement users

¡ll evaluat¡ng a iocal government and iis performance over t¡me.

A5ofJuty1,2003,theMun¡c¡pal¡tyretroact¡velyrecordedtheh¡stof¡calcostsofinfrastrL¡ctureassetsAlsothe
Municipality elected to depreciate infrastructure assets instead of using the modified approach

51,
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COMMONWEATTH OT PUERTO RICO

.MT, ICIPAUTY OT MARICAO

MANAGEMENIS DISCUSSION AND ANALYSIS

JUNE 30, 2015

FINANCIAL ANAI-YSIS OF THE MUNIOPALIfY A5 A WHOLE

Net Posltion

As noted earl¡er, net position may serve over time as a useful ¡ndicator of the Municipality's financ¡al posit¡on. ln the

case ofthe Municipality, net position (excess of assets over l¡abilities) amounted to 59,878,951 at.,une 30, 2015-

The largest portions ofthe Mun¡c¡pality's net position are invested in cap¡tal assets net ofthe¡r related debt 510,578,188.

The Mun¡cipalit/s net pos¡t¡on are also composed of net posit¡on amounting to S9,878,95f that are restr¡cted for (1)

future debt service payments and (2) the future acqu¡s¡t¡on or construction of cap¡tal assets. ln addition, the

Municipal¡ty's net position (defic¡t) are reported net of an unrestricted net asset (def¡cit) of S(5,3a0,29a).

The unrestricted deficit ¡s the consequence of prev¡ous budgets, which did not provlde fund¡ng for incurred long-term

obligations such as compensated absences and others. Histor¡cally, such obl¡gat¡ons have been budgeted on a pay as

you go bas¡s without prov¡ding funding for their future liqu¡dat¡on. Consequently, the Mun¡c¡pality cannot draw from its

ex¡st¡ng assets to prov¡de serv¡ces to ¡ts c¡tizens and depends on ¡ts taxing ability to continue its operations.

The portion of the Mun¡c¡pal¡Vs net position ¡nvested in capltal assets such as land, buildings, equipment, etc., less any

outstand¡ng related debt used to acquire those assets, are used by the Mun¡cipality to provide serv¡ces to ¡ts c¡tizens;

consequently these assets are not available for future spend¡ng. Although the Munic¡palivs investment in ¡ts €apital

assetg is reported net of related debt, ¡t should be noted that the resources needed to repay this debt must be provided

from the debt service fuod, since the capital assets themselves cannot be used to l¡qu¡date these liab¡l¡ties.

(This space was intent¡onally left in blank)
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COMMOÍ{WEAITH OF PUERTO RICO
. Mt,NICIPAI]ÍY OF MARICAO

MANAGEMENTS DISCUSsION AND ANATYSIS

JUNE 30, 2015

FINANCIAL ANALYSIS OF THE MUNICIPAUTY A5 A w'ToLE (contlnuatlon}

The following is a condensed presentation of the Municipality's financ¡al position, as reported ¡n the government-wide
financ¡al statements:

Condenséd Statement of Act¡vit¡es:

General revenues:

Property taxes

Municipalsales tax
Municipal license tax and exc¡se tex
lntergovernmental Revenues

Grants and contr¡butions restricted to spec¡f¡c purposes

lnterest, f¡ne and penalties

M¡scellaneous

Total revenues

Expenses:

General government
Urban and economic development
Culture, recreation and education
Health and san¡tat¡on

Public hous¡ng and welfare
Public safety
Env¡romental control
lnterest on long term obl¡gations

Total expenses

Other financ¡ng sources

Change in net assets

Net assets - at beginning of year

Net assets - at beg¡nning of year - Adjustment

Net assets - Restated

Net assets - at end of year

5 3,L22,866
7,45L,744

283,799

s29,684

113,997

7L3,470
6,2L5,5M

7,97t,264
76,883

241,O2?

2e8;693
t7 ,688

42a,784
1,696,578

s97,420
5,329,717

S 513,s35
1,602,4].9

154,554
4,933,608

L72,964

116,540

7,493,620

s,285,899
1,431,415

245,397

300,717
300,413

262,798

4s6,885

8,283,538

2074

(789,918)

9,783,056

9,783,056

885,813

8,993,138

8,993,138

s 9,878,9s1 S 8,9e3,138

FINANCIAL ANALYSIS OF THE MUNICIPALITY's GOVERNMENTAL FUNDS

As d¡scussed earl¡er, the Munícipality uses fund account¡ng to ensure and demonstrate compl¡ance with f nance-related

legal requirements.

81, - ¡



COMMONWEATTH OF PUERfO RICO
. MUÍ{I€IPAUÍY OF MARICAO

MANAGEMENTS DISCUSSION AND ANALYSIS

JUNE 30,2015

Governñer¡tal Funds _ The focus of the Mun¡cipal¡ty's governmental fundi is to prov¡de ¡nformation on near-term
inflows, outflows, and balance of expendable resources. such information is useful in assess¡ng the Municipal¡ty,s
f¡nanc¡ng requirements. ln particular, unreserved fund balance may serve as a useful measure of a government']s net
resources available for spend¡ng at the end of fiscal year.

FINANCIAL ANAtYSIS OF THE MUNICTPAUTY's GOVERNMENTAL FUNDS (continuation)

The follow¡ng is a condensed presentation of the Mun¡cipal¡tty's balance sheet and results of operat¡ons of governmental
funds:

Condenred Balañce Sheet - Govemmental funds:

Total Assets - Major Funds

Total Assets - Other tunds
Total assets

Total tiab¡l¡ües- Major Funds

Total Liab¡l¡ües - other Funds

Totat liab¡l¡ties

Fuod Balañces - Major Funds

Fund Balances - Other Funds

Totalnet assets

Condensed Staternent ofOoeraüons - Govemmental funds:

Total Revenues - Major Funds

Total Revenues - Other Funds_

Tot¿lrevenues

Totálexpenditures - Major Funds

fotal expend¡tures - Othér Funds

Total expenditures

Ixpenditures Over Revenues - Major Funds

Expend¡tures Over Revenues- Other Funds

Other fióancing sourcet - Májor Fundt

Other f¡nanc¡ng sources - Other Funds

Total Other financrnS re5ources

Expeñditures over revenues and other f¡nancinB sources

Beginning Fund balance
Pr¡or year adiustment
Ending Fund balance

Amount 2015

S 1,92s,142
3,3¿O,573

7,265,775

36,384

445,972

442,296

(s40,260)

2,6@,775+
1,929,727

967,525

a,a97,252

7,506,649

1,315,004
8,821,653

423,078

1347,479)
75,599

490,OOO

490,000

565,599

1,503,856

S 2,069,455

Amouñt 2014

5 4,383,133

3,095,087
7,478,220

5,348,115

626,249

5,97 4,364

(964,982)

2,468,838
1.S03.856

8.015,184
934,100

8,949,284

4,445,O24

L,689,2O1

10,134,231

(429,840)
(755,107)

(1,184,947)

(1,184,947)

2,688,803

S 1,503,8s6

GENERAL FUND BUDGETARY HIGHLI6HTS

fhe accompanying Budgetary Comparison Schedule shows a total positive variance between lrudgeted revenues and

actual revenue results of S481,725.

ln addition, the accompanying Budgetary Comparison Schedule shows a tota¡ positive variance between budgeted

expend¡tu.es and actual expend¡tures results of S(842,434).

e[ ".i:,



COMMOÍ{WEALTH OF PUERTO RICO
' rr¡úNtd¡plitw or MARlcAo

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30,2015

CAPITAL ASSEIS AND DEBT ADMINISTRATION

Cap¡talAssets

The accompany¡ng statement of net pos¡tion reported total gross capital assets, at cost, amounting to s29,004,534 of

wh¡ch 513,504,933 represents building structure assets at June 30, 2015. The related accumulated deprec¡atioÓ ánd

amortization of capital assets amounted to 58,681,475, of wh¡ch S2,869,725 related to bu¡ld¡ng, structure and bu¡ld¡ng

improvements assets at June 30, 2015. Th¡s ¡nvestment in cap¡tal assets includes land, buildings, improvements,

equ¡pment, ¡nfrastructure ancl construct¡on ¡n progress. lnfrastructure assets are items that are normally immovat¡le and

ol vilue only to the municipal government, such as roads, bridges, streets and sidewalks, drainage systems, l¡ght¡ng

systems, and 5imilar ¡tems.

Actua¡ costs ¡ncurred to purchase or construct capital assets were S811,929 for the year ended lune 30, 2015'

Deprec¡ation and amortizat¡on charges for the year totaled 5879,595'

The Mun¡cipality finances a s¡gnificant port¡on of its construct¡on act¡vities through bond issuances and state and federal

grants. The proceeds from bond ¡ssuances designated for construct¡on activ¡ties are committed in its ent¡few for such

purposes and cannot be used for any other purposes'

Debt Administrátion

The laws and regulations of the commonwealth oÍ Puerto R¡co have established a limitation for the issuance of general

obligation mun¡cipal bonds and notes for the payment of which the good fa¡th, credit and taxing power of each

municipal¡ty maY be Pledged.

Theappl¡cablelawsandregulationsalsorequirethat¡norderforamunic¡p¿litytobeableto¡ssueadditionalgeneral
obligationbondsandnotes,suchmunicipatitymusthavesufficient,,paymentcapacitY,,.ActNo,64providesthata
munlcipalityhassufficient,,paymentcapac¡ty,,toincuradd¡tionalgeneralobligationdebt¡fthedepositsinsuch
municipality,sRedemptionfundandtheannualamountscollectedwithrespecttosuchmUn¡cipality,sSpec¡alAdditional
Tax (as defined below), as proiected by the Government Development Bank for Puerto R¡co, w¡ll be suff¡cient to serv¡ce

to maturity the Mun¡cipality,s outstrnáing g"nur.t obl¡gat¡on debt and the add¡tional proposeii!eneral obl¡gation debt

{"Payment CaPacitY").

TheMUnicipal¡tyi5requiredunderapplicablelawsandregulat¡onstolevythespecialAdd¡t¡onalT¿x¡nsUchamountsas
shall be required for the payment oi it, g.n"|."t obligation mún¡c¡pal bonds and notes. tn add¡t¡on, principal of and

¡nterest on all general obligat¡on municipal bonds and notes and on all municipal notes issued ln anticipation of the

issuance of general obligation bonds ¡ssued by the Municipality constitute a f¡fst lien on the Municipal¡ty's Basic Tax

revenues.

Accordingly,theMun¡cipal¡ty,sBasicTaxrevenueswouldbeava¡labletomakedebtservicepayme¡rtsongeneral
obligationmun¡c¡palbondsandnotestotheextentthattheSpec¡alAddit¡onalfaxLev¡edbYtheMunicipality,together
w¡thmoneysondepositintheMunicipality,sRedemptionFund,areñotsuff¡cienttocoversuchdebtservice.lthas
never been necessarY to apply Bas¡c faxes to pay debt serv¡ce on general obligat¡on debt of the Municipal ty'

ECONOMIC FACTORS, NEXT BUDGETS AND RATES

The Municipality rel¡es primar¡ly on property and municipal license taxes' as well as' federal anC state grants to carrv out

thegovefnmentalactivitie5.Historically,propertyandmunicipall¡censetaxeshavebeenverYpredictablewithincreases
not generally exceed¡ng ten percent fediral g'ant 

'e'en'es 
may vary ¡f new Erants are available but the revenue is also

very predictable. Those factors were considlred when preparing the Municipal¡tys budget for the 2014-?015 fiscal

years,Therewerenosign¡ficantchange5betweenthebudgetforfiscalyear2014'20l5andtheoneforfiscalYear20l5
2015.

10 t



@MMOIIWEATTH OF ruEBfO RICO

&tu¡lalctPAuTY or MARlcAo

MANAGEMENÍS DISCUSSION ANO ANATYSIS

JUNE 30. 2015

FINANCIAL CONÍACI

The Munic¡pali¡y's financial statements are designd to presént users (cítizens, taxpayers, customers, investors and

creditors) wÍth a general overv¡ew of the Munícipalivs finances and demansüate the Munlcipalitlj/l accountab¡lity. lf
you have any questions about the report or need additional financíal ¡nformat¡on, contact the Mun¡c¡paliqf§ Director of
Finance, Mr. Modesto Ayah qu¡ñones at P.O. Box 837, Mari€ao, Puerto Rico, OO6Off)837.

(Th¡s space was irtentionally left in blank)
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COMMONWEALÍH Of FU€RTO RICO

MUNICIPALI'Y Of MARICAO
st.ternént of Net Position

]qne 30. 2015

A55ETS

cash.nd cash equ¡válcñts (ñotes lgand 3)
Rece¡vabler ¡et of a¡lowan.e for doubtfvl accounrs

Proper§ t res
Volume of ausine5s fax
Municipál ¡icense taxes

lñteredérñment¿l gÉnt5 and contributióñs
Accued ¡nté.est on deposits
Fede.al fi mncial asrinance
Other re.e¡vable

Total rece¡vab¡e5

Cásh ¡n commercial banks

cash ¡n f¡scal aeeñt
T-r:l re§tf¡cred ássets

othcr curreht a$ets
Totalcurrent as*ts

Norcúrent assets:

Depréciáblé @pital assets
Noñ-deprec¡able capiial asséts

Total @pital áss€t§
tess: ác.umuláted depréc¡at¡on and sDort¡rat¡oñ
cap¡iálasets, net of aeumulated deprec¡át¡oñ

o.tcÍed chareet net of amort¡z¿t¡on
Tótál ñóñ.urent as*ts

Total as*ts

UABILIT¡ES

Accounts payable ánd othe. ác.rued liab¡l¡tie§ (notet th)
o'Jtstánd¡ns checks over b.ñk balance
rñte.cove.nmentál {rote th añd a}
Accrued imerest on bonds á.d ñotes payable

Tota¡ ac@unt3 páy.ble
Delered inflows of cásh

curreñt port¡oñ oflong te.ñ obliaat¡ons

co6pens.ted abseñcet
Acrued Chr¡stmas Bonú5

fot.¡ cu..eñt Dó.tioñ óf lonste.m oblieations
f otal cu..ent l¡ab¡l¡t¡es

Noñcúrent l¡eb¡l¡t¡es:

Coñpensatéd átJ*nces
Tótal noñ.urrent liábil¡ties

Total l¡abilities

NEfPOSIÍION (OEFIC¡T)

rñv€sted iñ.5p¡t¿l a35et5, net of rclated debt

othe. Spec¡fic Purpóse
Totál restricted nét positioñ

Unrest.icted net d.t¡cit
Total net posit¡on

roral liab¡l¡t¡cs and net asrets

4,065,262

27,'t62,819
1,763,95!

29,526,772
(a,66a,66a)

467,O@

4,065,262

--Es-54,

136,220

20,a5a,1O4

20,454,104

_§___3¡9:eg9_

170,610
130,112

566,34

s 76.2t2
16,975

1,301,799
245,913

614,700
9a,313

113,957
123,667

9,334,603
2,442,303

507,OOO

t,o72,402
3,568,6s5

1,6aO,a99
4A2,297

5,955

1,154,637
2,a23,749

la,723,906
76,O47,695

10,57a,144

4,641,O57

{5,34O,294)
9,a7a,951

-9---f:¿3!Áf-

12l P . .: .'

fhe ¿c.ompannins ñotes to the basicfináñ<ial stateóe.ts are añ ¡ñteeral párt of thit st¡temeñts



COMMONWEA[TH OF PUERÍO RICO

MUNIOPAUTY OF MARICAO

Statement of Act¡vities

Year Ended Juñe 30, 2015

Program Rever¡ues

Funct¡o¡§/Protrarns E¡p.rdilüre§

Operat¡ñg

Grant! rñd
Cootrlbut¡ons

Cap¡t¡l Grarts and

Coñtribut¡ons

Net
ExperseS

and Ch¡nges ¡n

Net Asséts

Governmental activ¡ties:

6eneral government

Urban and econom¡c development

Culture, recreation and education

Health and san¡tation

Publ¡c hou5¡ng and welf¿re

Public safety

Enviromental contrcl
hterest on lonB tetm obl¡gations

f otal governmental act¡v¡tlet

2,247,756

875,773

241,O22

298,593

250,834

42&r.84

2,!32,668
597,420

274,492

738,890

,rr,i*

$,973,2641
(76,883)

1247,0221
(298,693)

(17,6881

(428,184)

(1,596,578)

(s97,420)
436,090

7,012,349 1,246,524

General revenues:

Taxes:

436,090 (s,329,731)

Property taxes (note 5)

Mun¡c¡pal Sales Tax

Mun¡c¡pal l¡cense taxes (note 4)

L¡cense and Permfu

fotal taxes

lntergovernmental contribution§ and re¡mbursements

Unrestr¡cted ¡nterests, f¡nes and penalt¡et

Other revenues -:
Totalgeneral revenuet

Net chánge in net position

Net posiüonóeginn¡ng of fitcal year

Prior Per¡od Adiustm€nt

Net pos¡t¡o¡-beginn¡ng of f¡scal year reestate

Net position-end of fiscal Yeer

(This space was ¡ntentionally left in blank)

3,122,866

1,451,788

283,799

.- 69,X71

4,927 ,830
s29,684

44,620
713,410

6,2L5,544
885,813

8,993,138

8.993,138

S 9,878,951

131

fhe accompanying notes to the basic f¡nancial staten¡ents are an integral pan ofthis statement'



COMMONWEAI.TH OT PUERfO RICO

MUNICIPALTY OF MARICAO

Ealance Sheet

Governmental Fuñds

Juñe 30, 2015

Malor Fuñds

General

nund

Debt

Service

Fund

3,860,000

Loañ fund
SBGP

Fuñd

Other Total

Governmental Governmeñtal

Funds Funds

assEfs
Unrestricted cash and cash equlveleñts

Recelvables, net of allow. for doubt. accnts:

Taxes:

Munic¡pal l¡cense tax
Due from other funds
Due from Sovernmental entlt¡es

Temporar¡ly restr¡cted cash and cash

equivaler¡ts
fotalasset§

LIABILIfIES

OutstandinB checks over bank balance

Account payable and acqrued expenses

Mature bonds due and payable

Due to other governmental entlt¡es
Due to other frrnds

lnterest payable

Depos¡ts

Tot¿l L¡abllitles

DEF€RRED ll¡FLrOWS Of CASH

Deferred lnflows ofcash volume of buslness

Deferred lnflows os cahsfederal asslstant

Total Deferred lnflows of Cash

FUND EATAN€ES

Noh-expeñdable
Restricted

Unas5igned
Totalfuñd balances

Total l¡ab¡hties and fund balances

2,222,622
30,97S

__L,986,723_ 982,145 8,818 1,086,976 4,065,262

___1ry3_ 982,745 8.818 3,340,573 7,26s,115

s 136,220 . s

130,112

776,079
504,445

736,2"20

130,112

2,398,701
535,420

L6,915
76,2t2

628,408
1,301,799

2,398,701

28s,913

5,956

945,856

103

58,119

1,283,049

2,!35,740-

s,9s6
3,4A3357

35,084

628,408

285,913

76,872
18,093

18,750

n,8r2 7,518 Z3L,21t

35,084

_9ta,3a_ 23,8t2 7,518 23!,946 4,713,964

L3o; d4s,;12 t1li?
1,300 445,9L2 482,296

L,072,402 958,933 2,609,7L5 4,541,048
(2,571,595)

(2,571,595) t,072,402 958,933 2,509,715 2,059,455

14l'

5 946,856 5 1,985,723 S -. 982,745 S 8,818 S 3,340,573 S 7,26s,,17s



COMMONv,!/EALTH OF PUERTO RICO
MUNICIPALIfY OF MARICAO

Statément of Reveñues, Expendlture§ añd Changes ¡ñ Fund Bálance
Governmeñtal Fuñd

Year Eñd.d Juñé 30, 201s

cénerál SSGP

REVENUEST

Propártv Táx.s
Mun¡clpal Sáles Tax
volume of Buslñ€ss Tax
Liceñse, Perrñ¡t añd flñes
lntergoverñmental Reveñue5
Chár8€s of Scrvice
Federal Flnañclal Asslstance
lntcrest
Mlscellaneous

Total revenues

EXPENDIT(,RES¡

General governñcnt
urbán and econórnlc deweloprñent
F,úbt¡c safety
Health ánd sanltatloñ
Eñv¡ronmental Coñtrol

' Culturé, rccr.at¡on eñd éducatlon
Publlc Houslng and wclfare
Oebt Serv¡c.:

Pr¡nc¡pal (ñotcs 1r and LO)
lntcr.si on bonds ánd notes (note 10)

Cápltal Outlays
Total expcnd¡tures

Revevue over (under) expendltures

OTHER FINANCING SC)URCES (USES):
P.oceeds from boñd lssued
operatlng transler -lñ from other fund§ (not! 6)
Operattng transfer-out to otheÍ tuñds (note 6)

Total other flñanc¡ña sources (u§es)

EXCESS (DEFtCtGNCY) OF REVENUES AND
OTHER FINANCING SclURCES OVER (USEs)

PROCEEDS FROM ISSUANCE OF DEBf

FUND BALAN€ES Af BEGINNING OF

s24.7aO
s-a32.r52 7,a93,27.7 - 903,754

563,531 330,223
t331,O97) (501,931)
232,434 177 r,7061

s 3,99s,959
361,444
2A3,799

65,491,
552,1,43

2,443

43,2L3

1,988,141

411,,259
297,574

2,r32,664
7,74,192

54,467

S r.o3,s4a
1.O88,304

4.O99 507
-t,45\,74t,

2A3,799
66,491

646,286
2,443

a,584,47I
44,6a3

713,41C)
---sÑ¿52

2,532,969
al5.773
42A,144
298,693

2,a32,664
24a,O2 2
250,834

7!2.!64
597,420
8!L,92'7

a,a2 x,653

901,42 3
(901,42 3)

75,599

490,OOO

1,503,856

1,365
903,754

94,743

684,717
35

_ 14a,530
967,s25

- 772.1,54 -
- s97,420 -

113,451
i.1,76,797 1,3o9,5a4 117,aa6 903,754
65¿,461 {116,367) 1LL7,aL6'l

1t7,a16 180,349
- 723,409

247.323
92,364
1,6,925

1,119

62,430
)-96,367

."r,ár.
--*Élo4

1347,479)

'7,667
(5a,395)

888,99s

(3,45O,59O)

(2Aa,O73) ( 117,116)

1,36o,47s. __lpZSE!9_

@oa,2o7l

490,OOO

2,527,922
PRIOR YEAR AD'USTMENT
FUND BALANCES RESfATED
FUND BALANCES AT END OF YEAR

---¡:7e6E6i 
--ai6'ffi7E- 

--ffrAÍáE.- - ,-s2.e]4
--itEl=EBi - s-Tliñ- - s--eE8=5i- s --a.6or:fiT+

notes to the basic financial statements are an integral part of this statement

15lr ,I )
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COMMONWEAf,fH OÍ PUEBTO Rl«)
MUTiIOPAUTY OF MARICAO

Reconc¡liat¡on of the Ealance Sheet of
€xpendihrres and changes in Fund Balances

Governmental Funds to the Net Posit¡on Statement

Year Ended lune 30, 2015

Amounts reponed as Net Pos¡t¡on for Governmental Adiüties in the statement of ,{et Atsets ¡s d¡fferént

than the amount reported as Fund Balance in the Govefnme¡tal fund Balance Sheet because:

TotalFund Equity as show on the Balance Sheet - Governmental Funds 5 2,069,455

capital asstes used in govemmental activit¡es are not financ¡al resourcel and, thercforg are not aeported ¡n

the govemmental ñ¡nds 20,858,104

Lont-term liabil¡t¡er, ¡ncludin8 boñd payable, ar€ not an obl¡tation qf curent financialre§ot¡rces aod,

therefore, are not reported ¡n the tolernmental fund§
Eondt and othef long tefrñ debt s {12,305,511}

Accrued obliSat¡ons - compensated Absences 1E20,957)

Accrued obligationr - Chrllmas Bonus (123,667) (13,250,1351

l-oñg-tefm receiv¿ble are not a receivable of the current financ'lal resources and, therefore, are not reported

¡¡ the govemmental funds
lntergoveñmental Receiv¿ble

t{et change in net posit¡on as reported inthe accompanv¡og rtatemeñt of actiüties

(Th¡s space was ¡ntentionally left in blank)

201,527 20rj21

l____24?8¿:¡-
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COMMOf{WEAI,IH OF PUERTO RICO

MUNIOPALITY OF MARICAO

Reconciliat¡on of Statement of Revenues,

Expendituresand ChanBes ¡n Fund galances

Government¿l Eunds to the Statement of Activiües

Year Ended June 30, 2015

Amounts reported for governmental act¡v¡t¡es ¡n the accompany¡ng statement are d¡fferent because:

Net chanBe in fund balances as feported ¡n the accompany¡n8 statement of revenuet expenditures and chan8es

iñ fund ba¡¿nces - governmental funds 5 565'599

Government¿l funds report cap¡tal gutlays as exPend¡tures. However, ¡n the accompanying statement of

ad¡üües, the cost of those assets is allocated over their estimated useful l¡ves as depfec¡at¡on erpense. s 811,927

Deprec¡at¡on expense (879'695)

Repaymentof bond and notes pr¡nc¡pal¡5 recorded as expend¡tures in the toverñmental ft¡nds, but the

repayment reduces lonS-term l¡ab¡llt¡es ¡n the statement of net as5ets. 712'164

Expend¡tures and revenue recorded for go\¿emmeot-wide and not for Sovemmentalfunds 1324'182l.

Net change iñ net arseB as reported in the accompañY¡ng staternent of acüv¡t¡es S 885,813

The accompanying notes to the bas¡c fi¡ancial statementsare an integral partofth¡s statement'

(Th¡s space was ¡ntentionally left in blank)
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CoMMo wrArfH oF PUERTo Rrco

MUNICIPAI.ÍTY oT MARICAo

Notes to Basic tinanc¡al Statements
lune 30, 2015

1. GOVERNMENTAL ENTIfY AI{D SUMMARY OF SIGNITICANT ACCOUNTING POLICIES

Government Backgrgund ¡ntormation

fhe Municipality of Maricao of the Comrnonwealth of Puerto Rico (the "Mun¡c¡pality") is a local government
constituted ¡n 1874 with full leg¡slative, fiscal and administrat¡ve powers to operate as a Eovernment. The

Muñicipality as5umes responsib¡l¡ty for public safety, health and san¡tat¡on, public housing and welfare, culture and

educat¡on, urban development and many other general and adm¡n¡strative dut¡es.

The laws and regulat¡ons of the Commonweahh of Puerto Rico (the "Commonwealth") prov¡de for seParat¡on of
powers of the execut¡ve, legislative and jud¡cial branches of the Commonwealth's and the Municipalities'
governments. fhe execut¡ve power of the Municipality ¡s exercised by a Mayor, who is elected every four years

and ¡s assisted by the Administrative Cabinet, which ¡s appointed by the Mayor. fhe legislat¡ve power is exercised

by the Municipal Leg¡slature, which is also elected every four year5. The iudlci¿fy power is exercised by the Genetal

Justice Court System ofthe Commonwealth, wh¡ch hasiur¡sd¡d¡on overthe Mun¡c¡pal¡ty.

Flnancial Report¡ne Ent¡tv

The account¡ng pol¡cies and f¡nanc¡al report¡ng practices of the Municipality conform to the account¡ng princip¡es

Benerally accepted in the Un¡ted States of America {"6MP") as applicable to state and local governments.

According to GAAP, the f¡nancial report¡ng ent¡ty for the Municipal¡ty cons¡sts of: (1) the primary government,

whiah ¡s compoied of all mun¡c¡pal depanments and units under the legal and adm¡n¡strative control of the Mayor

and the Mun¡cipal Leg¡slature, and (2) allcomponent units.

ln evaluat¡ng how to define the Municipal¡ty for financ¡at reponing purposes, the Munic¡pal¡rys management has

addressed all potential entit¡es and organ¡zat¡ons that may be cons¡dered component units accord¡ng to the ct¡teria

set forth by Statement No. 14, Í¡e F¡nonciol Reporting E tity, as amended by Statement No.39, Determ¡ninq

Whether Certoin Orqonizot¡ons orc Component Urlts, both ¡ssued by the Governmental Accoúnting Standards

Eoard

GAAP def¡nes component un¡ts as those ent¡ties that: {1) are legally separaté organ¡zations for which the

Muñicipal¡ty's elected off¡c¡als are f¡nancially accountable, and (2) other orgrn¡¿atic¡s for which the nature and

signif¡cance of their relat¡onship w¡th the Municipal¡ty are such that exclus¡on of the¡r f¡nanc¡al statements from

those of the Munic¡pal¡ty would cause the Munic¡palihy's bas¡c financ¡al statements to be m¡sleading or rncomplete.

Financial accountabil¡ty exists ¡f the Mun¡cipal¡ty appo¡nts a voting maiority of the ofgani¿ation'§ governing bodY,

and ¡f either one ofthe follow¡ng condit¡ons exist: (1) the Munic¡pal¡ty can impore its will on the organirat¡on or {2)

the potential for the organizat¡on to provide specific financial benefits to, or impose specific financ¡al curden§ on,

the Municipal¡ty.

GASB Statement No. 39, wh¡ch was early adopted by the Municipality on July 1, 2003, amended the prov¡sions of

6ASB Statement No. 14 to provide add¡tional guidance to determine whether certaiñ oíganizations fcr which the

Mun¡cipality is not f¡nanc¡¿lly accountable should be reported as component units based oñ the ñature and

siSn¡ficance of their relationship w¡th the Mun¡capality. Generally, GASB Statement No. 39 requifes reportjng, as a

di5c.etely presented component unit, an organization that raises and holds economic resJurces Íor the direct

benefit of a governmental ent¡ty. such organizations are legallv separate. tax-exempt entitLes that meet all of the

three 5pec¡f¡c criter¡a that address benefit, entitlement or access, and sign¡ficañce

The Municipality's management ha5 concluded that, based on the aforement¡oned cr¡teria, there are nc legally

separate entities or organ¡zat¡ons considered component units of the MLrnrcipality accord¡ng to GAAP a:i of .lune 30,

2015 nor for the year then ended.
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New F¡nanc¡al Report¡ns Model

On luly 1, 2003, the Mun¡c¡pality adopted the prov¡sion5 of Statement No. 34, Bosic F¡nonc¡ol Stotemen¡s - ond
Manogement's Discussion ond Andlysis - for State ond Lo.ol 6overr.r,er¡tJ (common¡y kñown as "GASB 34"), ¡ssued

by the Governmental Account¡ng Standards Board (GASB). Ih¡s statement, as amended, established a new
f¡nanc¡al reporting modetfor state and local governments.

ln add¡t¡on, the Munic¡pal¡ty adopted the follow¡ng requ¡red statements issued by GASB and the financral

Accounting Standards Board ("FASB"):

r. GASB §tatement No.33- Account¡ng ond Finonc¡ol Reporting for Nonexchonge Tronsoctions;

ii. GASB Statement No.36- Recip¡ent Repott¡ng for Certo¡n Shored Nonexchonge Revenúes;

ll. GASB Statement No, 37 - 8os,t F¡nonciol Stotements - ond Monogement's Discuss¡on ond Anolys¡s - fot
Stote ond Locol Governments: Omn¡bus;

iv. GASB Statemenlüo.3g - Determiniog Whether Cettoin Orgon¡zot¡ons ore Component Un¡ts;

v. GASB lnterpretatlon No. 5 - Recogniüon orrd Meosurcment of Certoin Liob¡l¡ties ond Expend¡tures ¡n

Govemmentol Fund Finonc¡ol Stotements.
vi. 6A§8 lnterpretation No. * - Fund Bolonce Report¡ng ond Governmentol Fund fype Defrnit¡ons

vr'. GASB statement No. 63- F¡nonciol Reporting of Deferred Outflows of Resources, Deferred lnflows of
Resources, ond Net Position.

vi¿ GA98 Statemeil No. 6* ltems Prev¡ously Repotted as Assets ond Liobil¡t¡es

,x. GASB Statement No. 68- Accountit g ond Finonciol Repo¡ting for Pens¡ons - on Amendment of GASB

Stotement No. 27
x. GASB Statement No.70- Account¡ng ond Finonciol Repolt¡ng for Non-exchonge Fínonc¡ol Guorontees

Simultaneously to the adopt¡on of GASB Statement No.34, the Municipality adopted certain pronouncements

issued by FASB a¡d all of its predecessor bodies, such as the accounting Pr¡ñciples Board (APB), for ,ts

governmenta I activitieS.

tn this respect, the Mun¡cipality adopted the pronouncements issued by these entities that were issued on or

before.l!ovember 30, 1989, and that do not confl¡ct w¡th GASB pronouncements

Accord¡ngly, on July 1, 2OO3 the Municipal¡ty adopted the prov¡sions of APB Opin¡on No.2l, ¡nterest aD Rece¡vobles

ond Poyob:es, to account for non-¡nterest bear¡ng receivables and payables reported in the accompánying basrc

financia¡ statements.

The effects of implement¡ng the aforement¡oned pronouncements have been reported as changes in ac:oirntrnB

pr;ncip¡es inthe a.companying basic f¡nancial statements. Accord¡ngly, the cumulative effect§ ofsuch trans¿ction5

have been reported retroactively as re5tatements of fund balances at luly 1, 2003.

Accord¡ng to the new financ¡al reporting model established by GASB 34, as amended, the minrrnum required

pre5entation for f¡nancial reporting purposes of the Municipal¡ty ¡s composed of the following element\:

1. Managemenfs Discussion and Analysir ("MD&A") - MD&A ¡s a required supplementary rnformation uled to

introduce the basic f¡nancial statements and provide an analytical overview of the Mun¡cipality's financiai

activities for the year ended June 30, 2015 based on the Municipality's manaSement knowledge of the

transact¡ons, events and conditions reflected in the basic finañcial staterñents and the fiscal policies that

control the Mun¡cipality's operat¡ons.

2. Government-Wide Financial Statements r'GWFS") - GWFS is a set of f¡nancial starementi compcsed of (1) a

statement of net position and (2) a statement of activities.

The government-wide financial statements are a¡med at present¡ng a broad overview of the fvlun¡cipal tY's finance!

by focustng on operational accountab¡lity through report¡ng the f¡nancial position and resulls of operltion5 of the

Múnicipality as a whole using methods that are similar to those used bY mosi private busine5;es.
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New F¡nancial Reoort¡nq Model fcont¡ruat¡onl

The statement of net position prov¡des short-term and long-term informat¡on about the Munic¡pal¡ty's fin¿ncial
posit¡on, wh¡ch ass¡st management to determ¡ne the Munic¡palit/i econom¡c condition at lune 30, 2015 by

present¡ng all of the Muni€¡pality's assets and l¡abil¡ties, w¡th the d¡fference between these two items r€ported as

"net position" (equ¡ty). Net pos¡t¡ons are reported ¡n the follow¡ng three categories:

lnvested in Capital Assets, t{et of Related Debt - Th¡s cons¡st of capital assets, net of accumulated

deprec¡ation and amortization and redu€ed by outstand¡ng balances for bonds, notes, and other debt th¿t are

attributed to the acqu¡sit¡on, construction, or improvement of those assets.

Restricted Net Pos¡t¡on - These result when constra¡nts placed on them are either externally imposed or are
¡mposed by constitutional provisions or enabl¡ng leglslat¡on. lnternally imposed designations of resources are

not presented as restr¡cted net position. When both .estr¡cted and unrestricted resources are ava¡lable for
ú5e, generally it is the Munic¡palihy's policy to use restr¡ded resources f¡rst, and then unrestrided resources as

they are needed.

Unrestricted Net Position -These cons¡st of net posit¡o¡ which do not met the def¡n¡t¡on of the
two preced¡ng categor¡es.

Unrestricted net positions often are designed to indicate that management does not cons¡der them to be

ava¡lable for general operations. Unrestr¡cted net pos¡t¡ons often have constraints on resources that are
imposed by management, but caq be removed or mod¡fied.

The statement of activities presents f¡nanc¡al ¡nformation showing how the Mun¡c¡pal¡ty s net position changed
during the year ended June 30, 2015. The statement of act¡vities demonrtrates the degree to úvhich direct
expenses of a given function or segments are offset by program revenues. D¡rect expenses are those that are
clearly ¡dentif¡able with a spec¡fic funct¡on, segment or operat¡onal unit. Program revenues ¡nclude char8es to
customers or appl¡cants who purchase, use or d¡rectly benefit from goods, serv¡ces or priv¡leges provided by a
g¡ven fuñction, segment or operat¡onal unit. Program revenues also ¡nclude grants and contributions that are
restricted to meet¡ng the operat¡onal or capital requ¡rements of a pan¡cular funct¡on or segment. Taxesandother
items not properly included among program revenues are reported instead as general revenues. Resources that
are ded¡cated ¡nternally by the Mun¡c¡pal¡ty are reported as general revenues rather thañ as program revenues.

The Mun¡cipa¡¡ty does not allocate general government (indirect) expenses to other functions.

Under the prov¡s¡ons of GASB 34, all act¡vities carr¡ed out bV the Mun¡c¡pal¡ty are conslcered 8ovÉrnmental in
nature for f¡nancial report¡ng p¡rrposes. As a result, no business-type activit¡es are reported in the ar:companYing

basic f ¡nancial statements.

3. Fund Financial Statements r'FFS") - FFS ¡s a set of financial state¡nents composed ,rf: (1) a tlalance sheet

{financ¡al position) and (2) a statement of revenues, expenditures and changes in fund balances {deficits) of the
Municipality's governmental funds (resu¡ts of operations).

The fund f¡nanc¡al statements focus on: (1) financial accountabi¡ity, {2) ¡nd¡vidua¡ partt of the \4un¡cipalrty's

governñent and (3) reponing the Mun¡c¡pality's operat¡ons in more detail than the governrrent-wide
financialstatements.

Each fund ¡s cons¡dered an independent fiscal ent¡ty accounted for within a set of self-balancing accounts

that comprise ¡ts assets, l¡ab¡lit¡es, fund equity, revenue, afld expend¡tures. Fund account¡ng segregates

funds according to their intended purpose and is used to aid mana8ement ¡n demonstratinB co.lpliance wrth

legal, f¡nancial and contr¿ctu¿l provisrons.
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New Financ¡al Reeort¡ns Model lcont¡nuat¡on)

on March 2009, the Governmental Account¡ng Stand¿rds Eoard (GASB) issued GASB 54 in an effon to
¡mprove the co¡sistency in reporting fund ba¡ance components, enhance fund balance presentatioñ,

¡mprove the usefulness of fund balance information, and clarify the def¡nitions of the governmental fund
types.

ln summary, GASB 54 ¡ntroduces ent¡rely new terminology and classif¡cat¡on of fund balances in

governmental funds. Th¡s new standard also establ¡shes a hferarchy of fund class¡f¡cations as follows:

1. Non-sDendable Amounts: that ¡r, the fund balance which cannot be spent as they are assoc¡ated w¡th
assets such as inventory, prepa¡d expenses, long term rece¡vables or permanent fund pr¡nc¡pal.

2. Soendable Amounts: these amouots can be spent, but are classified based on the relative strength of the
constra¡nts that control the purposes for which specif¡c amounts can be spent. Beginn¡ng w¡th the most
b¡nding constraints, these class¡fications are:

a. Restr¡cted

b. Committed
c. Ass¡gned and
d. Unassigned

How to classify spendeble amounts:

Restricted Fund Bolonce: this balance represents amounts that are constra¡ned for a 5pec¡f¡c purpose through
restrict¡onr of external panies (i.e. cred¡tors, grantors, contributors, or laws or regulations of other
governments), or bv const¡tut¡onal prov¡s¡on or enabling ¡eg¡slat¡on, pursuant to the definition of "restricted"
¡n paragráph 34 of GASB 34, as amended by GASB 46.

Coñmitted Fund Bolonce: this balance represe.js amounts that are constrained for spec¡fic purposes ¡moosed

by a formal action of the gov-ernmenfs highest level of decision mak¡ng authority (i.e. amounts that have been

committed by a govern¡ng body legislation, ordinance or resolut¡on for a specific purpose). Furthermore, fund

balances cannot be sued for other purposed unless the government used the same acting it took to originally
comm¡t the amounts.

Ass¡oned Fund Eolonce: this balance represents amounts that are constra¡ned by the governme¡rt's intent to
be used for a spec¡fic purpose, but are neither re5tr¡cted nor committed. lntent should be expressed by (1) the
govern¡ng body itself (2) a body (e.9. a budget committee) or off¡c¡al to whom the govern¡ng body has

delegated author¡ty to assign amounts to be used for spec¡fic purposes.

The key distinction between committed and assigned is that comm¡tted monies are set by the highest

authority (i.e. the board) and such restriction5 can only be removed by this author¡ty.

LLnoss¡aned Fund Bolonce: th¡5 balance represents the res¡dual mounts for a governrrLent's General Fund; ii
includes all amounts that are ñot classified in the previous three categories (restricted, cor¡mitted and

ass¡gned). Furthermore only the General Fund can report unrestricted fund balance.

Encumbrooce -tficumbrances should not be displayed as a separate classification of fund balance on the face

of the balance sheet. For governments that use encumbrance accounting, sign¡ficant ercumbrances should be

disclosed in the notes to the financ¡al staternents by major funds and non-maior funds in the aggregate rn

conjunction with required disclosures aboút other significant commitments.
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c. New Financial ReDodnq Model fcontinuationl

The m¡nimum number of funds ts ma¡nta¡ned cons¡stent with legal and self-imposed marla8er¡al requirements

established by the Municipality. For financ¡al reporting purposes, the Mun¡cipality cla§sif¡es ¡ts funds within

the following governmental fund cateSor¡es:

Genetol Fund -:the general fund is the ch¡ef operating fund used to account for all f¡nancial resources and

governmental ast¡vit¡e§ of the Mun¡c¡pal¡ty, except for financ¡al resources required to be accoJnted {or In
another fund typ€. lt ¡s presumed that the Munic¡pal¡ty's act¡v¡ties have been reported ¡n the general fund

except fo. transact¡ons for wh¡ch one of the follow¡ng compell¡ng reasons has requ¡red the use of another

fund: (1) legal requ¡rements, {2) GAAP requ¡rements or (3) the demands of sound financ¡al adm¡nistration

requiring the use of a fund other than the general fund.

Speciol Revenue Fund5 - The spec¡al revenue funds are used to account for and to report the proceeds of

specif¡c revenues derived from grdnts or other revenue sources that are restr¡cted or ccmmitted to

expendltures for specific purposes other than debt services or cap¡tal projects. The uses and l¡m¡tations of

each special revenue fund are specified by munic¡pal ordinances or federa¡ and state statutes.

Itebt Señrice Fund-The debt serv¡ce fund ¡s used to account for and to report f¡nancial resources for that are

restr¡cted, committed r assigned to expend¡ture principal and ¡nterest for: (1) Seneral long-term debt for

which debt service paymeñts are letalfy mandated to be accounted for ¡n a debt service fund, añd/or (2)

general loñg-term debt for wh¡ch the Mun¡cipality is be¡ng accumulating financ¡al resources in ad!'ance, to pay

principal and ¡nterest payments matur¡ng in future years (such bonds payable and notes payable).

General long-term debts for which debt serv¡ce payments do not involve the advance accumulat¡on of

resources (such as cap¡tal leases, compensated absericet cla¡ms and

Judgments, advances from CnlM, and landf¡ll closure and post closure ma¡ntenance costs) are accounted for in

the generalfund.

Long-term debts pr¡ncip¿l and accr¡-¡ed ¡nterest due on July 1 of the follow¡ng f¡scal year are accounted for as

liabil¡t¡es in the debt service fund at ,une 30, ¡f resources are ava¡lable at June 30 for its payment.

Cop¡tol P¡o¡ects Funds - Cap¡tal projects funds are used to account for and report the financial resources that

are restricted, comm¡tted or assigned to expend¡tures for cap¡tal outlays including acquis¡tion or construction

of major capital facil¡ties, other assets and permanent improvements. The use of the capital prolects funds

has been reserved for major capital acqu¡sit¡ons or construction activit¡es that would distort financial

resources trend data if not reported separately from the other Municipality's operating act¡vities.

The rout¡ne purchase of cap¡talizable assets (such as veh¡cles and other minor cap¡tal assets) has been

reported ¡n the generalfund.

fhe Mun¡cipality has no 5¡gn¡f¡cant operations or activities that: (1) are financed and operated primarily in a

manñer sim¡lar to pr¡vate bus¡ness eñterpr¡ses, where the costs of providing goods or services to the general

public ¡s financed primar¡ly through user charges, or (2) are fiduc¡ary in náture.

As a result, the Municipality does not feport proprietary nor fiduciary funds in the accomcanyinE tuno

financ¡al statements. A¡l Munic¡palit¡es'funds are classified as Eovernmental fot finar'cial reportinB pirrposes.

4. Notes to the Sosic F¡nonciol Stoternert§ - A 5et of notes that provide informat¡on ihat is essenrial to a user's

understand¡ng of the basic f¡nañcial statements.
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New F¡nanciat Repon¡ns Model (continuation)

5. Requircd supp,e,nentory lnformdt¡on (other thdn Mo&,A, - A set of reports and information repoded along

with, but separate from, the basic flnanc¡al statements of the Munic¡pal¡ty, such as: (1) Budgetar! compafison

Schedule - General Fund, {2) the Notes to Budgetary Comparison Schedule and (3) the Schedule of Funding

progress - Employees' Retirement System of the Commonwealth of Puerto Rico and ¡ts lnstrumentalities.

Measurement Focus and Bas¡s of Account¡ng

fhe terñ measu.ement focus refers to what ¡5 be¡ng expressed in report¡ng financial position and performance,

that is, wh¡ch resources are being measured ¡n the accompany¡ng bas¡c financial statement§. Two d¡fferent

measurement focuses have been applied in the accompanying basic f¡nancial statements: {1) the flow of current

financ¡al resources and (2) the flow of economic resources. Bas¡s of accounting refers to when transactions have

been recognized in the accompanying basic f¡nancialstatements

GAAP prov¡des for the use of two d¡fferent bases of account¡n& which have been used ¡ñ the accompany¡ng basic

financialstatements: (1)the accrual basis and (2)the modif¡ed accrual bas¡s

The accompany¡ng government-wide f¡nancial statements are reported using the economic resources

measurement foc¡ls and the accrual basis of account¡ng. Accordingly, revenues are generally recorded when

eaÍned and expenses are generally recorded when a l¡ability is incurred, regardless of the timing of re¡ated cash

flows. Grants and s¡m¡lar items are recogn¡zed as revenue as soon as all el¡gibil¡ty requirements imposed by the

prov¡der have been met. All s¡gnif¡cant inter-fund act¡vit¡es have been eliminated from these gove.nment-wide

fiirancial ;tatements.

The accompa ny¡ng fund f¡na nc¡al statements are reported us¡ng the current financ¡a I resou rces measu I ement focus

and the modif¡ed accrual basis of account¡ng. Revenues are generally recogn¡zed as soon as they are both

measurable and available (that ¡s, earned and collected or expected to be collected h'¡thin the next 90 days

following the fiscal year-end) to pay l¡abilit¡es of the current period, except property tax revenues, for wh¡ch the

availabii¡ty period it 60 days.

ln apply¡ng the suscept¡ble to accrual concept to inter8overnmeñtal revenue ¡n the accompany¡ng fund

financial stateme¡ts, there are essentially two types of fevenue. For the majority of grants, moneys must be

expended by the Municipality on the specific purpose or project before any amounts will be reiinSufsed.

Revenue ¡s, therefore, generally recognized as expenditures are incurred. For the other revenue/ moreys are

virtually unrestricted and afe generally revocable only for failure to comply with prescribed compliance

requ¡rements. These resources are generally reflected as revenue at the time of receipt or earlier if the susceptible

to accrualcriter¡a i5 met.

tn the accompanying fund financial statements, expenditures and related l¡abilit¡es are generally fecorded in the

accounting period in which the l¡ab¡l¡ty is incurred, except for: {1) pfincipal payment and intere§t cn lon8-term

ob¡igations, which are recofded when due, except for principal and ¡nterest due ¡n July 1 of the followinB fiscal Year

wh¡ch are recorded when resources are available in the debt sefvice funds {generally June 30); and (2) vacation

leave, sick leave, christmas bonuses, obligations under cap¡tal lease!, amounts subieci to iudgments under

lititation, and other long-term obligations, wh¡ch are recorded under the accrual bas¡s ol account¡ng in the

accompanying government-wide f ¡nañcial statements.

tn December 199g, the Governmental Accounting Standards Eoard ¡ssued Statement No. 33, A(count¡ug ond

Finonc¡ol Report¡ng for Non-exchonge Tronsoct¡ons {"GASB 33"), effective for financial st¿tement for per¡ods afler

.lune 15, 2000, wh¡ch the Municipality adopted on luly 1, 2003. This statement established accounting and reporting

standards for non-exchange transact¡ons involving cash and financial or capital reSoLrrces (for example, most taxes,

grants and private donations). ln a non exchange transaction, a government gives (or recerves) valÚe w¡thotrt

directly rece¡ving (or giving) equal value ln return
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D. Measurernent Focus and Basis of Accountine lcont¡nuationl

This is d¡fferent from an exchanBe transaction, ¡n wh¡ch each party receives and gives up e§§ent¡allv equalvalues.

The statement groups non-exchange transactions of governmentr ¡nto four classes, based on the¡r princ¡pal

charactedstics: (a) der¡ved tax revenue; (b) imposed non-exchange revenue; (c) government mandated non-

exchange transactions; and (d) voluntary nontxchange transactions.

The adopt¡on of this statement altered s¡gn¡f¡cantly the bas¡s of accounting used by the Muñicipality for the

recogn¡t¡on of revenue and expenditures and related assets and l¡ab¡lities, as described above'

The effect of the adoption of th¡s pronouncement has been reported as changes in account¡ng principles in the

accompañying bas¡c f¡nancial statements. Accord¡ngly, the cumulate effects of 5uch tra¡sact¡ons have been

reported retroact¡vely as restatements of fund balances at July 1, 2003.

E. Maior and Non-maior Funds

under the prov¡sions of GASB 34, the Munic¡pal¡ty ¡§ required to se8regate funds among maior an(l non-malor

categor¡es w¡thin the fund f¡nanc¡al statements. Major ¡ndividual Sovernmental funds are reported as separate

columns in the accompanying fund finañc¡al statements, wh¡le data from all non-maior governmental funds are

aggregated into a single column, regardless offund type

At minimum a fund ¡5 cons¡dered major ¡f: (1) it i5 the pr¡mary operating fund of the Mun¡c¡pality (i-e. the general

fund) or; (2) meets both of the following criteria:

(a) Total assets, l¡ab¡l¡ties, .evenues or expenditures of that ind¡v¡dual governmental fund ¿re at least 10

percent of the correspond¡ng total for allfunds ofthatcategory or type; and,

(b) Total assets, liab¡l¡ties, revenues, or expenditures of the ind¡vidual Sovernmental fund are at least 5

percent of the correspond¡ng total for all Bovernmental funds combined'

Ba5ed on the above-maiit¡oned cr¡teria, the Mun¡cipal¡¡y's general fund, the debt service fund, the "Resolirc¡ones

conjuntas 82,,, NSP Fund,-SBGP Fund and Resurface Fund are the only s¡x funds that qualify as maior lunds for the

fiscal yeaf ended June 30, 2015, and accordingly, have been reported as major funds in the accompanyinB ftrnd

financ¡al statements. ¡ll other tovernmental funds of the Mun¡c¡pality are cons¡dered non-major for fiñancial

reporting purposes.

F. Statutorv (Budqetarvl Accqunt¡ns

The Munic¡pality,5 budget ¡5 adopted in accofdance with a statutory basis of accounting, which is not in accordance

with GAAP. Revenue is generally recognized when cash is received.

Expenditufes are generally recorded when the related expenditure ¡s incurred or encumbered- Available

appropriations and encumbrances afe establ¡shed to lapse one year aftef the end of the fiscal year. Amounts

requ¡red to settle claims and judgments aga¡nst the Mun¡cipality, and certa¡n other liabilit¡es, are not recogñ¡zed

unt¡l they are encumbered or otherwise processed for payment.

tn the governmeñtal fuñds, encumbrance accounting is a under the statutory basis of accoLrnting, the Municipality

uses encumbrance accounting to record the full amoúnt of purchase orders, coñtracts and other cornmitments of

appropfiated fesources as deductions ffom the appropriation pr¡or to ¿ctual expenditufe si8nificant aspect of

budgetary controt.

The accompany¡ng budgetary compar¡son schedúle - general fund, only presents the ¡nformation for the general

tund, which is the only Municipal¡ty's fund with a legally adopted budget, as required by GAAP'
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Statutory {EudPetarvl Accountinq

Because accounting pr¡nc¡ples applied for purpose§ of developing data on a budget basis d¡ffer significantly from

those used to pfesent financial statements ín conformity w¡th GMP, a reconciliátion of differences in the

Ceficiency of revenues and other f¡nanc¡ng sources unde. expenditures and other uses of financial sources for the

year ended .lune 30, 2015 was presented for the general fund as part of the accompanying budgetary comparison

schedule.

cash and cash Eouivalents

The Municipality's cash and cash equ¡valents are compo§ed of cash on hand, demand depos¡ts, and short-term

investments ¡n certif¡cates of deposit w¡th or¡ginal maturities of three months or le55 from the date of acqu¡sition.

The Munic¡pality follows the practice of pooling cash and cash equ¡valents. The balance in the pooled cash accounts

is ava¡lable to meet curfent operating requ¡rements and any exces§ is invested in var¡ous ¡nterest-bea.ing depos¡ts

w¡th pr¡vate commercial banks.

Cash with f¡scal agent ¡n the debt serv¡ce fund represents add¡tional property tax collect¡ons retained by the

Mun¡c¡pal Revenue Collect¡on Center ("CRtM", by ¡ts Span¡sh Acronym), a munic¡pal cotporation {not a component

un¡t of the commonwealth or of the Municipal¡ty) and add¡tional pot¡on of sales taxes collected and distfibuted by

P.R. Treasury Department and deposited in P.R. Governmental Bank. Such cash balances are rest'lsted for the

payment of the Munic¡pal¡ty'§ debt service, as establ¡shed by law.

Rece¡vables and Pavables

Activity between funds that are representat¡ve of lending/borrowing arrangements outstanding at tle e¡d of the

fiscal year are referred to as either "due to/from other fUnds" (¡.e. the current port¡on of inter-fund loa¡s).

Tax rece¡vables in the general fund represent amounts owed by taxpayers principally for individual and corporate

property taxes, municipal Iicense taxes and construction excise taxes.

A portion of these tax receivables is recognized when they become measurable and available based cn actual

collections dufing the 60 days following the f¡scal year-end related to tax returns due before yearend. Tax

rece¡vables also include amounts owed by taxpayers from taxable years prior to lune 30, 2015, estimated to be

collect¡ble but not currently ava¡lable, as a result of the adoption of GASB 33'

Accounts receivables are stated net of estimated allowances for doubtful accounts, whicir are determined based

upon past collection experience and current economic condit¡on5.

lntergovernmental rece¡vables mainly represent amounts owed to the Municipality by the commonwealth and the

federal government of the United States of America for. (1) intergoverñmental charges, and 12) fo. reimbursement

of expenditures incurred pursuant to federally funded programs, respectivelY ln the a'company¡ng

government wide financ¡al statements, receivables consist principally of all revenues earned at year-end and not

fet received. Allowances for doubtful accounts are based L,pon historicaltrends and the periodic aging of accounts

receivable.

Major receivable balances fof the governmental activitieg include municipal license ta)aes, property taxes and

constfrJction excise taxes, among othe15-

Non exchange transactions cotlectible but not available are deferred in the accompanying ftrnd flnanclal

statements in accordance with the modified accrual basis of accounting, but not deferred in the accompanying

government wide financial statements in accordance with the accrual basis of accounlng- Intefest income i5

recorded when earned only if collected within 60 days after year-end since they would be considered botl

measurable and ava¡lable. Allowances for uncollectible accounts receivable are based üpon historicrl trends ano

the periodic aging of accounts receivable.
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K.

lnvefitories and preDa¡d ExDenses

tnventories cons¡st of materials and suppl¡es held for consumpt¡on. 6enerally, lnventorles and prepaid expenses

a.evalUedat.costandpredominantlyonthefirst-i¡,first-outbasis.Govefnmentalfundinventoriesandprepaid
expensesarerecordedasexpend¡tures(consumptionmethod)whenpurchasedratherthañcapitalizedasanasset.
only significant amounts of inventory and prepa¡d expenses at the end of the year would be capitalized' if an-y' in

the governmental funds. However, ¡nventor¡es are always cap¡tal¡zed (purchase method) in the statement of net

posit¡on.

Temporarilv Restrided Assets

Certa¡n cash and cash equiva¡ents set aside by the generalfund, the capital proiects fund and the special revenue

fund are classif¡ed as temporarily restr¡cted assets since the¡r u§e is l¡m¡ted

For:(a)thecompl¡anceWithdebtserv¡cereguirement§ofbondsandnotespayableasestablished¡nthefespective-
debt agreements, (b) the funding of construction and permanent improvement projects' and (c) the fund¡ng of

federal dnd state sponsored programs.

Deferred charees

Deferred charge§ ¡n the accompany¡ng statement of net position consist of debt bond ¡ssuance costs' which are

amort¡zed over the term of the ,"t"tuá J"Lt ,,ing ttte stra;8ht-l¡ne method ln the fund f¡nancial statements' bond

issuance costs are recognized in the current periid as expenditure' whether or not withheld from the actual debt

proceeds rece¡ved.

'$crfuClle!§e4le!!
Permanent reallocations of resources between the Mun¡cipality'§ funds are class¡fied as inrer-fund transfers The

Municipality has the follow¡ng types of transactions recorded among funds in the accompanying iund f¡nancial

sl¿fement5:

. Opetot¡ng frcnsfers - Legally requ ired tra nsfers that are reported when incu rred as "operating transfers-in"

Uy tt 
" 

ruiipient iunU and as "operating transfer-out" by the d¡sburs¡ng fund'

.tnter.fundPdyme.¡ts(Quqsí.erterndlTÍonsdctions)-chargesofcollectionsforservicesrenderedbyonetUnd
to another that are recordect as revenue of the rec¡pient fund and as expend¡ture of the d¡sbursing fllnd

Forthepurposesoftheaccompanyinggovernment'Widestatementofactiv¡ties,allinter.fundtfañsfelsbetween
individual governmental funds have been elim¡nated'

M. Cap¡talAssets

Theaccollntingandreport¡ngtleatmentappl¡edtothecapitalassetsassociatedwithafundaredeterm¡nedbyits
measufement focus. e"nura, .up,iat urr",s are long-lived a5set5 ofthe Municipality as a whole, such as land, land

improvements, easements, buildings, bu;ld¡ng improvements' vehicles' machinery' equipment' works'

infrastructure and alt other rntangirtJ ássets thai are used in the opefatioñs of the Municip¿litY and that have

in¡t¡al useful lives extending ¡"yánJ " 
rinct" reporting period (fiscal year). lnfrastructure assets are BenerallY

immovable in nature and inctude roads, brid-ges, sireets ind sidewalks. drainage §ystems alld other similar assets'

lntheaccompanyinggovernment-w¡destatementofnetposition,all¡ndiv¡dUalcapitalassetsoverthethreshold
amount of S5oo have beeñ capitati¿ed and depreciated'

ln the accompanying government-wide statement of net position' all capital assets are valued at their historical

cost or estimated historical cost if actual is L¡navailable, except for donated capital asset; which are recolded ¿t

their estimated fair value at the d¿te of donation
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Cápital Assets (continuatioñl

Estimated historical cost was used to value the maioritv of the assets acquired pr¡or to June 30, 2015. The costs of
normal ma¡ntenance and repairs that do not add value to the asset or mater¡ally extend capital asset lives are not

cap¡tal¡zed.

Al¡ cap¡tal¡zed asseG are depreciated over the¡r estimated useful l¡ves under the straight line method. All

¡ndividual capital assets under the above mentioned capitalization threshold are charged directly to expense ¡n the

accompany¡ng government-w¡de statement of act¡v¡ties.

Th€ estimated useful lives of major capital asset categor¡es are:

Land improvements

Build¡ng a¡d build¡ng improvements

lnfranstrudure

Motor vehicles

Furn¡ture and fixtures

Mach¡nery and equipment

20 years

50 years

20 to 50 years

7 to 10 years

5 to 20 years

5 to 20 years

N.

Equipment held under capital Ieases ¡s depreciated under the shorter of its estimated useful l¡fe of the assets or the

lease term- Cap¡tal assets are recorded as capital outlays expenditures in the acquiring fund for the purposes of the

accompany¡ng statement of revenues, expend¡tures and changes in fund balances - governmental funds.

oeferred lnflows of cash

The Municipality reports deferred inflows of cash on its basic financial statements- Deferred inflows of ca§h ar¡5es

when potential revenue does not meet both the "measurable" and "ava¡lable" criteaia for revenue recogn¡tion ¡n

the current period. Available is defined as due {or past due) at lune 30, and collected with¡n 90 days (60 days for
property taxes) thereafter to pay obligations due at June 30. Deferred inflows of cash also ari§e when the

Mun¡cipality rece¡ves resources before it has a legal claim to them. ln subsequent periods, when the revenue

recognition cr¡terion i5 met, or when the Municipal¡ty has a legal cla¡m to the resources, the l¡ability for deferred

inflows ofcash is removed and revenue ¡s recognized. Deferred inflows of cash atthe government wide level arise

only when the Mun¡cipal¡ty rece¡ves resources before it has a legal cla¡m to them.

Deferred lnflows of cash at June 30,2015 amounted to 182,296 ¡n the accompany¡ng goverñment-wide

statement of net position and balance sheet and governmental funds.

coñpensated Absences

Compensated absences are accounted for under the provisions of Statement No. 16, Account¡ng Íor Compensated

Abse,ces, ¡ssued by the Governmental Account¡ng Standards Board (GASS 16).Compensated absences include paid

time off made available to employees in co¡nection with vacation, s¡ck leave and compensatory t¡me According tó

GASB 16, the l¡abil¡ty for compensated absences recorded in the accompany¡ng government-w¡de §tatement of net

pos¡tion is strictly limited to leave that: {1} ¡s attributable to services alreadV rendered oo or before lune 30, 2Ol'5

and (2) ¡s not contingent on a spec¡fic event {such as ¡llness) that is outside the control of the Munic¡palitv and the

employee- The liability for compensated absences, include salary-related costs, which are difectly and

incrementally related to the amount of salary pa¡d to the employee (such as employe/s share of Social Security

taxes, Med¡care taxes, emptoyer contr¡but¡onsto retiremeñt system and others)'

fhe vacation pol¡cy ofthe Munic¡pal¡tv provides for the accumulatio¡ of regular vacations at a rate of 2.5 days per

month (30 days per year). Employees accumulate regular sick leave at a rate of 15 daYs per month (18 days per

year). Employees accumulate compensatory time at a rate of 1.5 times the overtime worked. all vacat¡on and sick

leave days accumulated by employees ¡n excess of 30 days and 90 days, respectively, are paid to employees each

year ¡f not consumed, as required by law. ln the case of compensatory t¡me, the excess of 240 hours is pa¡d to

employees each year, ¡f not consumed.

o.
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ComDensated Absences (cont¡nuationl

Upontefminat¡onofemployment,anemployeereceivescompensationforallaccllmulatedunpaidregular
vacation leave at the cúrrent rate. ln the case of regurar sick leave, ¡f the emploYee terminates h¡s or hef

employment with the Mun¡cipality before reaching 10 years of services, such regular sick leave daYs is not paid to

the employee. Upon terminat¡on of employment, an employee does not rece¡ve compensation for compensatorv

t¡me, ii not consumed. After 10 years of services any regular s¡ck leave balance is paid to the employee.

Accumulated vacation time is fully vested to the employees at any t¡me. At June 30, 2015, the Mun¡cipality has

recorded a l¡ab¡lity for compensated absences amounting to 5820,957 iñ the accompanying government-wide

statement of net position.

Cla¡ms and.ludqments

TheestimatedamoUntoftheliabilityforclaimsandjudgments,which¡sdueondemand,sucha5fromadjudicated
or settled cla¡ms, ¡§ recorded in the generalfund.

Lonq-ferm Oebt

All long-tefm debt to be repaid from governmental resoufces ¡s feported as liab¡lit¡es ¡n the government-wide

statem;nt of net pos¡tion, except for principal and interest payment on long-term obligations due in JulY 1 of the

following fiscal year, wh¡ch ¡5 recorded in the fund financial statements when resources are availabl€ ¡n the debt

serv¡ce ir¡nd (generally at June 30). Bonds and notes premiums and discounts, as well as, issuaoce costs, are

deferred and amonized over the life of the debt ¡n the accompany¡ng Bovernment-wide financial staternents'

Long-term debt for governmental funds ¡s generally not repofted as liabilities in the fund f¡nancial st¡temeots- ln

the 
-governmental 

fund f¡nancial statements, governmentalfunds recogni¿e bond premiums añd discounts' as well

as bond issuance costs, dur¡ng the curreñt period.

ThPfaceamountofthedebtissuedisreportedasotheffinancingsources.Pfemiumsfeceivedondebtissuance
are reported as other financing sources wh¡le discounts are reported as other financing uses

Risk Financine

The Municipality purchases commercial insurance covering casualty, theft' tort claims' and other losses T¡e

Commonwealth, through its Department of freasury, pays the insurance premiums on behalf of the Munic¡pality

andthen¡sreimbursedeachyearthroughmonthlyequalpayments.ThecUrrentinsulancepo¡icieshavenotbeen
canceled oa terminated. For workers' compensat¡on and d¡5abil¡ty insurance, the Municipality obta ns iñsurance

coverage through the State lnsurance Fund Corporation (a component unit of the Commonwe¿lth) and the

occupiional Di;ab¡lity Fund (which is a trust fund admin¡stered by the Department of Labor and Human Resources

of the Commonwealth)-

fotalColumns

Totat columns on the fund financiat statements are presented only to facilitate financial analysis Data in these

columns does not present consolidated financial posiiion or results of operations iñ conform¡tv witl' 6AAp. Such

data is not comparable to a consol¡dation since inter-fund eliminations have not been made in the ¿ccompanying

fund financial 5tatements.

Use of Estimates

The preparation of bas¡c financial statements in conformity with accounting pr¡nciples Senerally accepted in the

UnitedStatesofAmericareqUirestheMunicipality,sman¿gementtomakesignificantes:i.natesanclassUfiptions
thataffectthereportedamountsofassetsandl¡abilitiesandthedisclosureofcontingentassetsardliabilitiesat
the date of the basic financial statements and the reported amounts of revenue and expenses during the reporting

period. Actual resultscou¡d differ from those estimates

P.

a.

T.



CoMMoNwEAtrH oF PUERTo Rlco

MUNIctPA[fTY OF MARIC¡O

Notes to Basic Financial Statements
June 30, 2015

U- Future AdoDt¡on of Account¡ng Ptonouncements

. Statement No.68 Account¡ng ond Fínonciol Repott¡ng for Pensions-an amendment of GAsB Statement No.

27-The primary object¡ve of this Statement is to ¡mprove account¡nB and f¡nancial reporting by state and local

governments for pensions. ¡t also improves ¡nformation p'ov¡ded by state and local governmen:al employers

about financial support for pens¡ons that is provided by other entities. Th¡s Statement results from a

comprehensive review of the effectiveness of exist¡ng standards of account¡ng and financial report¡ng for

pens¡ons w¡th regard to providing decision-useful informat¡on, supporting a§sessments of accountabilitY and

¡nter-perlod equity, and creat¡ng additional transparency.

Th¡s statement rep¡aces the requ¡rements of statement No. 27, Account¡ng for Pensions by st3te and Local

Governmental Employeft as well as the requ¡rements of statement No. 50, Pens¡on D¡sclosures, as they relate

to pensions that are prov¡ded through pens¡on plans administered as trusts or equivalent arrangements

(hereafter io¡ntly referred to a5 trusts)that meet certa¡n cr¡ter¡a.

fhe requiremeñts of Statements 27 and 50 remain appl¡cable for pensions that are not covered by the scope of

th¡s Statement.

. Statement No. 67, Financ¡al Reporting for penr¡on Plans, revises exist¡ng §tandards of financ¡al report¡ng for

most peñsion plans. fhis statement and Statement 67 establ¡sh a defin¡tion of a pension plán that reflects the

pf¡mary activ¡t¡es assoc¡ated w¡th the pen§ion arrangement-determin¡ng pen§¡ons, accumulatinB and

manag¡ng assets dedicated for peñs¡ons, and paying benefits to plan members as they come due'

This Statement ¡s effect¡ve for f¡scalyears beginning ¿fterJune 15, 2015, Earl¡er appl¡cation is encouraged.

The Munic¡pa¡¡ty has not yet determ¡ned the effect this statement w¡ll hav€ on the Muflicipality's financiel

statements,

. Statement No. 69 1ovenñent Comb¡not¡ons ond D¡sposols of Government Operotio¡¡s- Tl)is Statement

establ¡shes accounting and financial report¡ng standards related to government comb¡nations and d¡sposal§ of

goveanment operations- As used in this Statement, lhe tetm government coñbinot¡on ir,c/ud€s a vaaiety of

transactions referred to as mergers,3aquis¡t¡oos, and tr¿nsfers of operations'

The distinction bétween a governmént merger and a government acqu¡sition ¡s b¡sed uporr whether an

exchange of significant cons¡der-1t¡on is present w¡thin the combination transact¡on. Government mergers

include comb¡nations of legally s;parate entities w¡thoút the exchange of significant cons¡Ceration' Thi§

Statement requires the use of carry¡ng values to measure the assets and l¡abilit¡es in a government merger'

conversely, governmeñt acqui5itions afe transactions in which a gover¡ment acqu¡res anotheí entity, or its

operations, in exchange for significant cons¡deration.

Thisstatementfequiresmeasurementsofassetsacquiredandl¡ab¡litiesassumedSenerallytobebasedupon
the¡r acqu¡sition values. Th¡s statement also provides Buidance for transfers of operations that do not

constitute ent¡fe legally separate entities and in wh¡ch na s¡gnif¡cant .ons¡deration is exchanged This

statemef¡t defines the feffñ operitionsfot pufposes of detefm¡n¡ng the applicability of this Statement end

reqUirestheuseofcafry¡nsvalUestomeasuretheassetsandliabilities¡natransferofoperat¡on5.

A disposal of a government's operat¡ons results in the removal of specific act¡vities of a golernment This

StatementprovidesaccoUntingandfinancialreportingguidanceford¡sposalsofsovernmentopertstionstL]at
have beeñ transferred or sold.

This statement requires disclosures to be made about government combinations and Jisposals Df government

operations to enable financial statement users to evaluate the nature and financi¿l effects of those

transactions.

fhe requirements of this statement afe effective for Sovernment combinations and disposals of gove.nrneni

operat¡ons occurring in financ¡al reporting periods beginning after December 15, 2015, and should be applied on a

prospective ba5is. Earlier application i5 encouraged

29 li.: .:..
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U. Fqture Adoption of Accounting Pronouncements {continuation}

TheMunicipatityhasnotyetdeterminedtheeffectthisstatementw¡llhaveontheMunicipality,sfinancial
statements.

2. STEWARDSHIP, COMPLTANCE, AND ACCOUNTABII.ITY

TheMUnic¡pality,sgeneralfundi§theonlygovernmentalfUndforwhichanannualbudgeti5legallyadopted.The
Municipality's eiected uayor is legally required to prepare and subm¡t to the elected Mun¡cipal Le8islature an annual

balanced budget for the enrring fl.ai ye"r. The annual budget is prepared by the Mun¡cipal¡Vs Department of

Finance, and takes into consideration the adv¡ce prov¡ded by a¡l mu n¡cipal departments and d¡visions The

appropriations made for any f¡scal year shall not exceed the total revenue§, including ava¡lable surplus' est¡mated for

saidf¡scalyear,unlesstheimpos¡tionoftaxessufficienttocoversa¡dappropriations¡sprovidedbylaw'

The annual budget, wh¡ch ¡s developed ut¡lizing elements of perfofmance-based program budSet¡ng and ¿ero-ba§ed

budgetins,includesanestimateofrevenuesandotheffinancingresourcesoftheensu¡ngfiscalyearunder:(1)láws
ex¡st¡ngatthetimethebudgeti5subÚ¡tted;and{2)muñ¡cipalleg¡slativemeasurespropo§edbytheMayorand
,ubmitted with the pfoposed budget, as well as the Mayo/ recommendations as to appropr¡at¡ons that ¡n his judgment

are fiecessary conven¡e¡t, and ¡n ;onformity with the four-yeaf governmental plan adopted by the Munic¡pality.

The Mun¡cipal Legislature may amend the budget Submitted by the Mayor but may not ¡ncrease anY ¡tems so far to

cause a deficit w¡thout ¡mpos¡ng taxes or identifying other sor-rrces of revenue to cover such def¡cit upon appfoval by

theMun¡c¡palLegislature,thebUdgetisreferredtotheMayofwhomaydecreaseoreliminateanylineÍternbutmavnot
in.r"ar" o, ins"ñ uny new line itÁ iñ the budget. The Mayor may also veto the budget ¡n ¡ts ent¡réty and return ¡t to

the Municipal Leg¡slature w¡th his object¡ons.

tf a budget ¡s not adopted pr¡or to the end of the f¡sc¿l year, the annual budget fof the preceding fiscal year, as approved

bytheLeg¡slatureandtheMayo',¡sautomat¡callyrenewedfoftheensu¡ngfiscalyearuntiltheMunic¡palLegislatureand
the Mavor approve a new budgát. This permits the Mun¡c¡pality to continue mak¡ng payments for its operations and

other purposes untilthe new budget is approved'

fhe Municipality's annual budget ¡s prepared on the budgetary basis of accounting' which is 
'ot 

in accDrdance w¡th

GAAP.Accordiñgly,forbudgetary'purposestheMun¡cipal¡tyÚsesencumbranceaccounting.fheeircumbrances
{pr¡nc¡patly purchase orders un¿ aontt tts) are considefed expenditures when a commitrnent i5 made- For 6AAP

report¡ngpurposes,encumbrancesoutstandingatyear.endarerepoftedaSfeseryationsofbudgetaryaJpfopriat¡ons
and GAAp fund balances and do not constitute 

-expenditures 
or l¡abil¡t¡es on a GMP basis because the comrnitments will

be honored du.ing th" ,r¡r"qu"ni y"",. The encumbered balance of any appropriat¡on of the general fund.at the end

of the f¡scal year w¡ll lapse to the f;llowing fiscal year. tn addit¡on, the Municipal Legislature may difect that certa¡n

revenues be retained and made áva¡lable fof spending w¡thin a spec¡fic appfopriation account'

GenerallY,expendituresmaynotexceedthelevelofspend¡ngauthorizedforanÍñdiv¡dUaldepartmentordivisionofthe
Municipality.However,theMunic¡pality¡sstatuto.ilyrequiredtosatisfythedebtservicerequifements,regardlessof
wheiher such amounts are appropriaied or not'

Appropriat¡onsareenactedforcertaindepaftmentsanddivls¡ons.Appropr¡ationsforcapitalprojectsa.emadefoleach
b;;d/note issue and the authorization cont¡nue§ for the expected construction period'

TheMunicipal¡ty,sFinanceDepaftmenthastheresponsib¡l.tytoensurethatbUdgetaryspendingcontrolismaintained
on an ¡nd¡vidual department/divis¡on basis. The Finance Department may transfer part or all of any encumlered balance

withinadepartmenttoanotherdepartment§ubjecttoapproval'Budget¿rycontfolisexercisedthroL]ghthe
Municipatity,saccountingsystem.thisSystemensuresthatencumbrancesofexpendituresarenotprocessediJthey
exceed the depaftment/divis¡on's tota¡ available spendiñg authorization, which is considered ¡ts budget' The legal level

ofbudgetarycontfotisattheindiv¡dualdepartmentlevelforthegeneralfundexpenditures,principaland¡nterestdue
for the year for the debt serv¡ce fund, and by bond/note authorizat¡on for capital expenditures-

30 li" ,,:



CoMMoNWEALTH oF PUERTo Rlco

MuNtctPAufY or MARtcAo

Notes to Bas¡c F¡nancial Statements
.,une 30,2015

2. SfEWARDSHIP, COMPLIANCE, ANO ACCOUIIITABILITY (cont¡nuat¡on)

The annual budget as presented ¡n the accompany¡ng Eud8etary Compar¡son Schedule - General Fund rs the budBet

ord¡nance at.lune 30, 2015 representing the original budget, as amended. There were no supplemental appropriations

for the year ended June 30, 2015.

CASH AND INVESTMENTS

The Mun¡c¡pal¡ty maintains its depos¡ts of cash in the Government Development Bank for Puerto Ric¿ ("GDEr'). a

governmental bank and component unit of the Commonwealth who serves a5 f¡scal agent of the Munic¡pal¡ty, and in

verious commerc¡al banks located in Púerto Rico.

The balances deposited ¡n GDB are uninsured and uncollateral¡zed. The balances depos¡ted in commercial banks are

insured by the Federal Deposit lnsurance Corporation. However, under the laws and regulations of the Commonwealth,

public fu¡ds depos¡ted ¡n commerc¡al banks must b€ fully collateral¡zed ior the amount depos¡ted in excess of federal

depository insurance provided by the FDIC. All securities pledged as collateral are held by an agent of the Secretary of

the Treasury of the Commonwealth ¡n the name ofthe Mun¡cipality

Munic¡pal¡ty follows the practice of pooling cash. At June 30, 2015, the pool cash account in ¡nterest bearing commerciel

banks accounts had a bala¡ce of S4.2 m¡llion of wh¡ch 5 1.9 m¡ll¡on are ¡n the Government Developme¡t Bank, and 5 .3

mill¡on allwa5 deposit ¡n Popular Eank of Puerto Rico.

Mun¡c¡pal¡ty follows the prov¡s¡ons of GASB Account¡ng Standards Cod¡ficat¡on Section C20, Cash Deposit w¡th Financia¡

lnst¡tut¡ons,-related w¡th c¿sh deposit and ¡nterest-earning investment contract with financ¡al ¡ílstitutions. Accordinglv,

the follow¡ng ¡s essent¡al informat¡on about cred¡t risk, interest rate risk, custodialcredit risk, and fore¡gn exchange

exposúre of depos¡ts and investments atlune 30, 2015:

A. Credit Risk

This is the r¡sk that an ¡ssuer or other counterparty to an ¡nvestment w¡ll not fulf¡ll it§ obl¡Eations- At June 30, 2015, the

Mun¡cipatity has ¡nvested only in cash equ¡valents of s .3 m¡ll¡on consisting of deposit-¡D commercial bank accollnts,

which a.e insured by the FDlc, generally up to a max¡mum of s25O,000. as prev¡ouslv mentioned, publ¡c funds

depos¡ted by the Munic¡pal¡ty in commercial banks must be fully collateralized for the amounts deposited ¡n excess of

the FDIC coverage.

B. Custod¡alCreditR¡5k

Th¡s is the risk that, in the event of the failure of a depos¡tory f¡nancial inst¡tution, the Municrpality will not be able to

recover its cash and ¡nvestments or w¡ll not be able to recover collateral Securities that are in the possessaon of añ

outside party. pursuant to the tnvestment Gu¡deline5 for the Government adopted by GDB, the MuñicipalitY may invest

in obligat¡on5 of the Government. ob¡¡Sataons of the un¡ted States, cert¡ficates of deposit, commercial paper, bankér's

acceptance, or ¡n pools of obligations of the munic¡palit¡es of Puefto Rico, which are rnaoaged by GDB, At J!'ne 30,

2015, the Munlcipal¡ty has balances deposited in commercial banks amount¡ng to 5 .3 m¡ll¡on which are insuied by the

FDlc up to the established limit and the exce55 are fully collateral¡zed as explained above. Deposits in GD8, amounting

to s3.9 million are uninsured and uncollateralized. However, no losses related to d€faults by 6D8 on deposit

transactions have been incurred by the Mun¡cipality through June 30, 2015 lt is manaBemert's policy to only maiñtain

deposits in banks aff¡liated to FDIC to minimize the custodial credit risk, except for GDB'

c. lñterert Rate R¡sk

fh¡s is the risk that changes in interest rates of debt investments will adversely affect the farr value cf an iñvestment'

The Municipality manages ts exposure to declines in fa¡r values by: (1) not including debt or equ¡ty investments rn its

investments portfolio at lune 30, 2015, (2) limiting the weighted averaSe matur¡ty of its in\,estments in certificates ct

deposit to periods of three months or less, and {3) keeping most of it5 banks deposits ln cenificates of deposit and ¡n

rnterest bearing accounts generating interest át prevaillng market rates
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3. cAsH AND INVESTMENTS (continuation)

D. Foreign Exchange Risk

Th¡sisther¡skthatchangesinexchanserateswilladverselyaffectthevalueofan¡nvestmentoradepos¡t'Accord¡ngto
the aforement¡oned ,"u"*rn"", gr,Jll,n"r, 

"aopte¿ 
ny tne vunicipality, the Municipality is prevented from invest¡ng

in fore¡gn securities or anv otner iipes or ¡iestments for which foreign exchange risk exposure may be significant'

TheMun¡c¡paliby'sbankbalanceofdepositsand¡nve§tmentswithfinanc¡al¡nstitutionsarecategorizedtoprovidean
indication of the level of collateral r¡sk assumed by the Munic¡pal¡ty at lune 30' 2015'

R¡sk categories are described as follows:

lnsured o. collatefalized w¡th securities held by the secretary of the Treasury' agents in the

Mun¡c¡paliqy's name

pledging financ¡al institution's trust department or

Category 1r

Category 2:

Category 3l

Collateralized with securities held by

agent in the Munic¡PalitYs name

Uncollateralized; includinB any bank balance that is collateralized with securities held by the

J*iü;;"n..iffiiriln 
o' ¡v ¡t' t"'t ¿epartment or asent but írot in the Municipalitv's

Thecarryingamount{bookbalance)andthebankbalanceofdepositsandinvestmentswithfinancialinstitutionsofthe
Munic¡pal¡ty at June 30, 2015 consist of the following:

Carryiñg Bank

Balance

Deposi¡s in commerc¡al bañks

Depos,it5 in governmental banks

- Total

Bani úaiances of depositt and investments:

Gtegory 1

C¿tegory 2

Category 3

Total bank balances

5 sl23n

3 910.295

s-j-42282

29L147
3.910,295

5 512371
3.910.29s

rT. MUIIICIPAL TAXES

A. MUNICIPAL LICENSE ÍAXES

TheMunicipa|¡tytmposesamUn¡cipallicensetaxonallbus¡nesse5thatoperatewith¡ntheMunicipalitr',whicharenot
totally or partially ex"mpt t'om tiJtu* pu"'"nt to tn" 

'nou"'ial 
lncentives Acts of lhe Comr¡onwealth of Puerto Rico'

fhis is a self assessed,", u"r"¿ on ti" ir.iness vorume in gross sales as shown in the tax return The declarat¡on filing

date is ten days after the 
""tt 

i"t()fn" i"- O tiled (the15th day of April each year)' Entities with sales volume of S 1

million or more .u.t ¡ntt'0"'"i"f """b"'h"d 
o"n" 

"nicipal¡ty 
At June 30' 2015' the nunicipaltax rates imposed

by the Mun¡cipality t"t" 
"o 

Ott*"t for financing institutio-n§^and 050 percent for anv other taxpavers AnY

taxpayers, who have been granted with partial tax exempt¡ons under any of the incentive tax laws ol the

Commonwealth, utt¡n]"t"ty pay mtii¡t¡p'f rit"*" taxes at reduced tax rates' generallY between 60 percent and 90

percent under Standard rates
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CoMMONWEALTH OF PUERTO RICO

MuNlctPAurY oF MARlcAo

Notes to Basic F¡nanc¡al Statements
' June 30,2015

MUNICIPAL TAXES (cont¡nuation)

A. MUNICIPAL IICEN§E TAXES (continuation)

Each taxpayer rnust assess h¡s/her corresponding munic¡pal t¡cense tax by dec¡aring h¡s/hervo¡ume of busiñess through

a tax form based on the actual volume of bus¡ness generated ¡n the preced¡ng calendar year fhe tax can be pa¡d by

the taxpayer in two equal installments: (1) the firl payment due in July 15, and {2) .lanuary 15 subsequent to the filing

of the declar¿tion. The f¡rst ¡nstallmeñt of the tax covers the taxable period (six months) ended December 31

subsequent to the f¡ling date of the declarat¡on, while the second installment of the tax covers the taxable pe'iod (5¡x

months) ended lune 30 of the subsequent calendar year. lf a taxpayer elects to pay the tax in full o¡ the filing date of

the declarat¡on, a 5 percent discount is granted automatically on the tax amount due'

Any municipal ticense taxes collected in advance (that is, prior to lune 30 but perta¡ning to the next f¡scal year) are

recorded as deferred revenues. As of June 30, 2015, the total mun¡c¡pal license tax receivable Inet of the allowance for

estimated uncollectible amounts)was S130,112(base of subsequeñt or days collect¡oñs)'

B. MUNICIPAL 5ATES AND USE TAX

onseptember23,2006theMunicipalleg¡slatureoftheMunic¡p.l¡tYofMar¡caoapprovedtheoroinanceNo,lS
(series2006-2007)ba5edofstatePubl¡clawNo.117ofJUly4,2006establ¡sh¡ngalocalsales3ndusetaxofl.5%over
the sale of goods and serv¡ces made w¡th¡n the Municipalities boundaries. The ord¡nance was effect¡ve ten days after

public notice, and under this o.d¡nance, every bus¡ness doing retail sales i5 requ¡red to re8¡ster on the Mun¡cipality to

obta¡n a reta¡ler,s Reg¡stration Certificate. The retails are requ¡red to f¡le monthly sales tax returns by the 10th dav

following the month ¡n wh¡ch the tax was collected'

on]uly29,2ooT,thestatePublicLawNo.S0establ¡shedthatthemunicipalitiesmaYcollectonlyl.0%ofitssalesand
use tax and the Puerto R¡co T.easury Department (PRID) the other 0.5%. Resources co¡lected would be use for

construct¡on,permanent¡mprovements,healthandpublicsafetyservices,theimprovementsinthemanagementof
5ol¡dwasted¡sposalandthe¡mplementat¡onofrecycl¡n8proSramsbYtheMun¡cipality,

The tax col,ected by PRTD will be distributed to the municipalities ¡n three seParate funds: Muñicipal Development

Éund,Mun¡cipalRedempt¡onFundañdMUn¡cipallmprovementsFUnd.TheMÚn¡cipalDeVelopmentFundw¡llbebased
on 0.2 % of the C.5 % collected but w¡ll be distr¡buted w¡th¡n ¿tt mun¡c¡palities by formula based on tota¡ amounts

collected, operat¡onal búdgets and populat¡on' Another o 2% will be deposit on a Municipal Redempt on Fund in the

GovernmentDevelopmentBankforPuertoRico(GDB}anduseonlyfortherepaymentoff¡Jturemunic¡palloansto
GDB.Theothero.l%willbedepositinaMunicipallmprovementsFundinGDBandassignedbytheStateLegislature
for construct¡on and permanent ¡mprovements pro¡ects to the munic¡palities. During Year 2014-2015 the Municipalitv

collected 5363,484 from sales taxes.

PROPERTY TAXES

TheMunicipalityisauthorizedbylawtoimposeandcollectpersonalandfealpropertvtaxes'Personaipropertytaxes
canbeimposedtoanyoaturalorlegalpe,sonengagedintradeorbusinesslhatat]anuarylofeachyeafisownerof
oe¡sondl property used ¡n trade or busiñess

personal pfopeaty taxes are self-assessed by taxpayers every year us¡ng the book value of personal propefty assets

owned bY the taxpaver at.lanuary 1 and reiorting such taxable value through a personal property tax return filed on

May 15 subsequent to the assessment date'

At lune 30, 2015, the total personal property tax rate in force was 6.38 percent {of which r¿xpayers pay 6-18 per'Pnt

and.20 percent is reimbursed bythe Department of Treasury ofthe Commonwealth. Real ptopertY taxes are assessed

by CRIM. The assessment on reat p.opetty is made everv lanuarv 1 and i§ besed on estimated current values of the

p;operty deflated at 1957 market prices. at lune 30, 2015, the total real property tax 
'ate 

in force u'as 8'38 percent

(of which 8.18 percent is paid by taxpayers).

5.
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CoM MoNWEAI,TH Of PUERTO RICO

Mu¡ÍcrPAtrrY ot MARtcAo

Notes to Basic Financ¡al statements
lune 30,2015

PROPERTY TAXES (cont¡nuationl

Res¡dent¡al real property occupied by its owner ¡s exempt by law from property taxes on the f¡rst 515,000 of the

assessed va¡ue (at 1957 market prices). For such exempt amounts, the Department of Treasury of the commonwealth

assumes payment of the bas¡c tax {4.00 and 6.00 percent fof personal and real p.operty, respectively) to the

Municipal¡W, except for property assessed of less than 53,500 (at 1957 market pr¡ces), for which no payment i5 made.

Revenue related to the basic tax on exempt property is recorded in the general fund when collections are received

from the CRIM.

CRIM is requ¡red to remit 1.03 percent of the personal and real property tax collected to the Munic¡pality to be uséd

for the partial fund¡ng of the debt service requirements on general obl¡gat¡ons and notes payable of the Munic¡pal¡ty-

tn add¡tioñ, 1.35 percent of the total p€fsoñal and real property taxes collected by CRIM ¡s restr¡cted for debt servi.e

requ¡rements of the Mun¡cipat¡ty and ¡s reta¡ñed by GDB for such purposes. Accord¡ngly, such amount is recorded as

revenues in the debt serv¡ce fund when collected and reported by the CRIM.

fhe Additiona¡ Lottery System of the Commonweahh (the "Add¡tional Lottery'') ¡s an operational un¡t reported as an

enterprise fund of the Commonwealth, wh¡ch currently operates several betting atternatives to the c¡tizens of Puerto

Rico. The Additional Lottery i5 requ¡red every year to distribute a portion of rts exce§s of revenues over expenses as

follows:

i. Thirty five percent (35%) of it5 net earn¡ngs (def¡ned as the excess of revenues over expenses less an amount

earmarked for the Fund for Reñt and Home lmprovement Subs¡dy Program for the Low]ncome Qua¡ilyrng

Elderlv) ¡s earmarked to the mun¡cipalit¡es of the Commonwealth of wh¡ch a max¡mum of 526 m¡llion, on an

annual bas¡s, is d¡stributed to the Munic¡pal Equalizat¡on Fund held by CRIM to c;ver operdtiñg expenses and

permanent ¡mprovements of the mun¡c¡palities.

ii. An add¡tional amount not exceediñg 516 mill¡on, on an annual bas¡s, is distributed to the Municipal

Equal¡zation Fund, provided it ¡s w¡thin the 35 percent correspond¡ng to the mun¡cipal¡ties ot the

Commonwealth- wheñ the accumulated municipal appropr¡ations from the mun¡cipalit¡es' Puerto Rico Health

Reform are covered up to.,une 30, 1997, these resources w¡ll be assigned to the Hea¡th lnsurance

Admin¡stration, a component unit of the Commonwea¡th.

INTERFUND AALANCES

on luly 1, 2001 the Municipality adopted the prov¡sions of Statement No. 38, Certo¡n F¡ndnc¡al Stotement Note

D¡sclosurcs, ¡ssued by the Governmentol Accounting Stondords Boord. fh¡s statement requires the disclosure of the flow

of resources between funds and to assess the collectibles of inter-fund bal¿nces. lnter-fund balances atJuñe 30,2015

consisted of the following:

Due From:

MAJOR TUNO

TOTAL

Other Nonmaior Fund 168,561

Fund

t-S2,133,13952,133'1-39

:,,5 t8
- a4.422 Z5A'444

-§- 1t6ll, 5 5-06r - s 2.21t.561 § 2,398 7o1

At l¡rne 30, 2015 al¡ amounts due among funds are considered collectible by the Municipali¡y''s management'

Loan Fund

sGeneralFund S

SBGP 7,518
5,061

34lt .- .'



CoMMoNWEALTH oF PUERTo Rlco

MuttlclPAufY oF MARlcao

Notes to Basic Financial Statements

June 30, 2015

7. INTERGOVERNMET{TAL RECEIVABLE AT{D PAYABLE

Due to other governmental un¡ts ofthe geñeralfúnd for serv¡ces rendered to the Munic¡pality cons¡sts ofthe tollowing:

Odrcr Total Statement

Mayor Go\remmental Goverñmental of Net

F9!4- Fund rund Assets

tntef governmental receivable:

Puer[o R¡co Electric Power Authority

CRIM

Child Care

Department of Treasury of PR

Department of t3tlor(LeY 52)

Depádment of transportatioñ(Convenio DTOP)

Total

lntergovemñrental payable:

General Govermental Services

Depaftmeñt ofTreasury of PR

Employees Retirement Systern of
the Governmentof Puerto Rico

Depa.tment of Labor

Puerto Rico Aqueduct añd Sewer

Govermental DeveloPment Bank

Puerto Rico Electric Power Authority

CRIM
Totál

t 'on:u t I 
s 504,445 t 

?91:iii

- 30,914

- 3c,975 30,975 30'975
------" so474s ------- n,gts 

- 

szs,lzo 7a6'948 -

132,a3O - 132'830 132',430

152,450 - Ls2'a1o 1s2'a5o

11a,29a - ]18'29a 118'298

2s6.ñO - 256,600 2S6',6OO

!:ra,o26 - 114,026 11a'O26

7a,750 1a,750 ].8'750

504/45 - 504'445 504'445

- ,-** --- t&"" @]=_iJ6r"6

(This space was left ¡ntent¡onally ¡n blank)
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Cost b¿sis of cap¡tal essels, not subject

ro depre.iat¡on end ámoni¿Bt¡on:

¡nlrast ucture land

Consúuctioñ in pro8re55

lotal cost basis ot cápital asse§ not

subject to depreci.üon and ámortization

Cost b¡sis of €ap¡tal essets, subject to
depr€oat¡on and amortization:

Bu¡ldingr, st uctures and büild¡ng improvements

lnhastructure
Land lmprovem€nt!
Uce¡sed vehicles

Mach¡nery and Equ¡pment
Total cost basis of capital assets sub¡ect

to deprgciat¡on á¡d amort¡zation

Total cost ba5¡s of capital assets

^..IIMUIATEO 
DEPRECIATION AND

AMORNZATION

Bui¡dir85, strudu¡es and bu¡lding improvements

lñfa§tfucture
Land lmprovements
ticensed veh¡cles

Machinerv and equipment

Total ac€umulated d€preciat¡on and

amoft¡zet¡on

.APIIAL AssETS. N6T

CoMMol{wEAtfH oF PUERTo Rlco

MUNICIPAÚTY OT MARICAO

Notes to Batic Financial Statements

June 30, 2015

8. CAP¡TAL ASSETS

capital assets activ¡ty for the year ended June 30, 2013, was as followsi

B.Lncs 85l¿nce

,une30,2012 Add¡t'rons Redas§mcaüoE - June 30,2013

I 1,568,294 S 5 - S r,568,294

111-62s 1O8.8lO (24,780) 195,659

1,679,923 ro8,8r0 {24,780) 1,761,9s1

13,481,484 23,449 13,504,933

9,251,580 99,40s 24,7aO 9'375,16s

669,713 669,713

2,436880 562,623 '2!5,A21 2'743'676

509,407 3,3m - 512,707

975,17 14.:342 -71.864 915,025

2t.324.61! 703.119 (264,911) 27,752,419

s 29,004,s34 5 811,929 I {289.69r) s 29,s26 17¿

Bala¡ice Depreaiation

at Amortlzation

,une30,2012 €Perse ¡une 30,20L¡

ZAO,TZa S 2.a69,725

233.840 1,914,153

' 669,711

2,126,106 773,707 '215,827 2,Oal,9A5

219,491 8.0a2 - 292,571

,!,AOÁA 1-18.338 -13,a64 838,5t8

a,o7a,664 8tg,5g5 (289 6911 8,668,668

s 70.925,a70 5 (67,766) S I 20 858,104

2,588,997 s
1,680,313

669,713

{Th¡s space was left intentionally ¡n blank)
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CoMMoNwEArrH oF PUERTo Rlco

MuNroPAurY oF MARlcao

Notes to Basic F¡nancial Statements
June 30, 2015

CAPITAL ASSETS (cont¡nuation)

Depreciation and amortizat¡on expense was charged by functions in the accompanying governme¡t wide §tatement of

act¡v¡t¡es as follows:

2A6,O79

24,626
7,Ozt

76,460
so4,670
40,838

s 879.69s

DEFERRED REVENUES

Deferred revenues recorded in the accompany¡ng 6WFS and the GFtS are as follows:

A Gener¿l Fünd:

Deferred revenue of 535,084 ¡n the genefalfund is related to mun¡c¡pal license tax collected ¡n fi§cal

Year 2012-13 that will be earned ¡n fiscalyear 2015-15.

B. Other Governmental lunds:

Federal Government ard othea funds 5¡14?,212 -The deferred revenues presented in other

Governmental funds represent the portion of federal grants rece¡ved for wh¡ch qual¡fYing expenditures have

not been incurred.

General government

Public safety
Public hous¡ng and welfare
Culture, recreat¡on and education

Urban and economic development
Health and sanitation

Total oepreciation and Amort¡zation Expense

Program :

NSP

SBGP

Seci-ion 8

Programas Federales

Adm Fee Fund

Tormenta lrene

Odubre 2005

Octubre 2010

Lluv¡as Mayo

Tormenta Jeanne

Asuntos Energetico5

COPS

Nutr¡tion Program

child Care

Child Care Food Program

compra de vehiculo

Total Deferred Revenue

Amount

s3
1,300

20,207

3,558

2,963

72L,76a

43,897

77,a81

7,509

78,005

305

819

35

55,484

40

33.332

ta41:212

37 li ,'.j.



COMMONWEALTH OF PUERÍO RICO

MuNtoPAurY oF MARlcao

Notes to Basic Financ¡al Statements
June 30,2015

EMPTOYEES RETIREMENT SYSTEM

The Munic¡pal¡t\/s employee§ part¡cipate ¡n the Employees' Retirement system of the Government of Puer:o Ri.o and

its tnstrumentalities (the "system"). The system ¡s the administrator of a multi-employer cost-sharing (as related to

the Munic¡pal¡Vs repoñing entity) def¡ned pens¡on plan established by the Commonwealth'

The system was created uñder Act. No.447 approved on May 15, 1951, as amended, and became effect¡ve on lanuary

1, 1952. The System covers all regular emploYees of the commonwealth and its instrumentai¡ties, the l\'lunlcipalitY

and other mun¡cipal¡t¡es ofthe Commonwealth.

The system is ¡ndependent, thus assets may not be transferred to another system or used for anY purpose other than

to benef¡t each system's part¡c¡pants. The System ¡ssued publicly ava¡lable f¡nanc¡al reports that ¡nclude ¡ts ba§ic

financ¡al statements and requ¡red supplementary information for each of them, ¡ncludin8 fequ¡red six-year tfend

¡nfo.mat¡on. Those reports may be obtained by writing to the adm¡n¡strator of the System'

The system prov¡des for retirement, death and d¡sab¡lity benefits. Death and disab¡l¡ty retilement benefits are

available to members for occupational and noñ-occupat¡onal death and di5ab¡lit¡es. Retirement benef¡ts depend upon

age at retirement and number of years of credited serv¡ce. Benefits vest after l0years of plan p¿rticipat¡on.

Retirement benef¡ts are determined by the applicatio¡ of stipu¡ated benefit ratios to the member's average

compensation. Average compensation is computed based on the h¡ghest 36 months of compensat¡on recogni¿ed by

ERS.

fhe annuity, for which a plan member is el¡gible, ¡s liri¡ted to á minimt¡m of S2oo per month ¿nd a maxrmum of 75

percent of the average compensation

oQ september 24, 1999, an amendment to Act No. 447 of May 15, 1951, which created the system' was enacted with

the purpose of establ¡shing a new pens¡on system ("5y5tem 2000"). System 20OO became effective on lanuary 1, 2000.

Employees participat¡ng ¡n the current system as of December 31, 1999, had the opt¡on to either stay in the defined

benefit plan or transfer to the new pfogram. Persons io¡n¡n8 the govefnment on or after January 1,2000, are required

to become members of System 2000.

system 2ooo is a hybrid defiñed contr¡bution plan, also known as cash balance plan- Under th¡s new plan' th-ere ¡s a

pool of pens¡on assets, wh¡ch are invested by the system, together w¡th those of the current defined benefit plan'

Ne¡ther the Commonweatth nor the Municipaiity will guarantee benef¡ts at retirement age. The ¿nnuity *ill be b¿sed

on a formuta which assumes that each ye;r the employees' contribut¡on (with a min¡mum of 8 275 percent ol the

employees, salary up to a max¡mum of 1ó.00 per.ent) w¡ll be invested in an a.count which will either: {1) eafn a fixed

rate based on the two-year constant Matuf¡ty u.s. Treasury Note; (2) earn a rate eqÚal to 75 pefcent of the return of

theSystem2ooo,s¡nvestmentportfolio(netofmanagementfees);or(3)earnacombinat¡onofboth¿lternatives.
participants rece¡ve pedodic account statements sim¡ta; to those of defined contribut¡on plans show¡ng their accrued

balances.

Disabil¡ty pension§ are not being granted under System 20OO' The employer's contributions 19 275 percent of the

employee;' salary which is appticable to the Municipality) will be used to fund the curreñt plan'

SYstem2oooreducedtheretirementagefrom65Yearsto60forthoseemployeeswhojoinedthecu.rentplanonor
later Ja¡uary 1, 2000.

Fundíno Policv:
Contribution requirements are established by law and are as follows:

A. Munic¡pality: 11 275% of gross salary

B. Employeesi
1) Hired on or before March 31, 1990 5'775% of gross salary up to 56'600

8-175Yoof gross salary over S6,60C

2) Bired on or áfter April 1, 1990 8 275% of gross salary

38lr-.,¡
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CoMMoNwEALfH OT PUERTO RICO

MUNTIPAUrY oF MARlcAo

Notes to Bas¡c Financ¡al Statements
iune 30, 2015

EMPLOYEES RETIREMENT SYSTEM (cont¡nuation)

Duriñg the fiscal year ended June 30, 2015 the employer'§ contr¡butions paad by the Municipality to both ret¡rement

systems amountd to 5548,285. On August 12, 2000, Act No. 174 wa5 approv€d to allow certain particirants of the

ERS to be eligible for early ret¡rement upon attaining at least age 55 with 25 years of service, provided thev made the¡r

elect¡on on or before April 1, 2001.

Those who elected early retirement under th¡s law w¡ll receive monthly benef¡ts of 75 percent (if 25 or more years of

service and age 55, or 30 or more years or services and age 50) or b€nef¡ts of 65 percent (if 25 years of serv¡ce by less

than a8e 55) of their average compensat¡on, wh¡ch i5 computed based on the hi8hest 36 months of compensation

recogn¡zed by the System. ln these cases, the employer (including the Munic¡pal¡ty) ¡s respons¡ble for contribut¡ng to

the System the amount needed to cover the benefit payments and employer contr¡but¡on with respect to the

part¡c¡pants covered unt¡l the participants reach the normal retirement age.

Histor¡cally, the commonwealth has reported the system a5 a s¡ngle-employer plan (as felates only to ihe f¡na¡cial

.eport¡ng entity of the Commonweatth) ¡n ¡ts comprehens¡ve annual f¡nancial report. Accord¡ngly, the Commonwealth

will assume any actuar¡al defic¡ency that may exist or arise related to the Munic¡pali¡/s participating employee§ since

the system does not allocate any actuarial def¡cienc¡es pertaining to mun¡cipal employees part¡c¡pat¡ng in the System.

fhe Municipality is oñly requ¡red by law to make statutory contributions ¡n the rates mentioned above. As a re§ult, no

net pens¡on obl¡gat¡on oor net pension asset that may be allocable to the Municipali¡y's part¡cipat¡n8 employees, if

any, has been recarded ¡n the accompanying bas¡c f¡nancial statements.

ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS

fhe primary obiective of th¡s Statement ¡s to improve accouoting and f¡nancial reporting by state and locai

governments for pens¡ons. lt also improves informat¡on prav¡ded by state and local governmental employers about

financ¡al suppoñ for pen§¡ons that ¡s prov¡ded bY other entities. Th¡s statement rcsults from a comprehensive reviEw

of the effect¡veness of existing standards of accounting and financial fepoftin8 for pens¡on§ w¡th regard to prov¡ding

decisions useful informat¡on, supporting assessments of accountab¡lity and inter-period equity, and creat¡ng additional

transparency.

fhe scope of this statement addresses account¡¡g and financial reporting for pensions that are pfo\/rded to the

employees of state and Iocal governmental employers t'ñrough pension plans that are adm¡nistered through tru§ts that

hdve the following characteristics:

. Contributions from employers and non-employer contribúting entities to the pension plan and earnings

on those contr¡butions are irrevocable.
.Peñsionplanassetsarededicatedtoprovidingpensionstoplanmembersinaccordañcewitlthebenefit

terms.
.Pens¡onplanassetsarelegallyprotectedfromthecreditorofemployers,nonemployercontributing

ent¡tiesandthepens¡onplanadministrator.lftheplanisadefinedbenefitpens¡onplan,planassetsalso
are legallY protected from cred¡tors of the plan members-

fhis statement establishes standards for measur¡nB and .ecognizing liab¡lities, deferred outfiows of resources, and

deferred inflows of resourceS, and expense/expend¡tures. For def¡ned benefit pensions, this statement identified the

methods and assumptions that should be used to project benefit payments discount projected benefit paYmeof§ to

their actuarial present value, and attribute that present value to periods of employee services.

Note disclosure and required sLlpplementary information requirements about pensions also are ¿ddressed-

Distinctions are made regarding the particular requirements for employers based oñ the nunlber of e-nployers are

provided w¡th pensions through the p;nsion plan and whether pension obligations and pension plan assets are shared.
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COMMONWEALTH OF PUTRTO RICO

Mut{lclPAllrY oF MARlcAo

Notes to Bas¡c Financial Statements

June 30, 2015

11. ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS (continuation)

I were not allowed access to the manágement and the auditors of Employees Retirement system of the commonwealth

of puefto R¡co ¡nformat¡on used to determ¡ne the propoftional share of the deferred outflows/inflows of resources,

and net pension liability attribute to employees serv¡ces alreadv rendered and that are not contingent on a specific

event that is outs¡de the control of the employer and employee be accrÚed as deferred outflows/inflows of resources,

liabiiities and expenses as employees earn the rights to the pens¡on plan benefits of the governmental activ¡ties As

result, I were unable to determine whether any adjustments, were necessary related to the Municipality of Maricao's

defefredoutflows/¡nflowsofresources,l¡ab¡l¡t¡es,netposition,andexpensesofthegovernmentalact¡v¡ties.

12. TONG-TERM DEBÍ

The Municipality,s LeSislature ¡s legally authori¿ed to detefmine the contract¡ng of debts of the Municipality'

Nevertheless, the laws and regulation5 ofthe commonwealth also prov¡de that:

. D¡rect obtigat¡ons of the Municipality (ev¡denced pr¡nc¡pally by bonds and notes) are backed bV the full

fa¡th, cred¡t añd taxing power of the Munic¡pal¡ty; and

. D¡rect obligations are not to be ¡ssued if the amount of the pr¡ncipal of, and interest on, súch bonds and

notes (and on allsuch bonds and notes issued thereafter) which are payable ¡n any fiscalyear, together

with any amount paid by the Municipality in the preceding fiscal year on account of bonds or note§

guaranteed oy t¡e rr¡un¡i¡pal¡ty, 
"".""d 

10 p"r."nt of the total assessed value of the property located

withintheMun¡c¡pal¡typlusthebalanceoftheadvaloremtaxesinthedebtservícefu¡d'forbonds
payable to be repaid with the proceeds of property taxes restr¡cted for debt service'

lnadd¡tion,beforeanynewbondsolnotesa'reissued,therevenuesofthedebtserv¡cefuñdshouldbesufficientto
cover the projected debt §erv¡ce requ¡rement. At .lune 30, 2015, the Munic¡pality is in compliance with the debt

limitation requirements.

Ih€ general Iong-term debt activ¡ty for the Year ended lune 30, 2015 wa§ as follows:

8al¿nce atruné 30, 2014

as restáted

S 9,98o,ooo

3,O13,121

855,437

Boffow¡ngÉ or
Addit¡oñs

PáyÍientsor Eelance atJune 30, Due Within

Dedurl¡ons 2015 One Yeár

5 (516,8001 5 9,953,200 5 618,700
Bonds Payable

act No.42 - f¡nancin8 agreement for the

excess of property Ex advances over colleci¡ons

ihrouflh fiscalyear 2000

Compensated Absences

Total

490,000

- {92,s02) 2,980,619 98'314

(34,480) 820,9s7 311251

s- 410!00 9- (641?8¡ s Ú,?s4'/?6 s Úlq'g^
'___-=-j-:::#

TheMunicipalityissuesSeneralándspecial{publicimprovements)obliBationsbondsandñotestoplovideforthe
acquisÍtion and construction ot major capitalfaiilities and equipment, as well as' to cover cértain operatinB needs

13,908,5s8

40 1,' ::,-

{This space was intent¡onally left in blank)



coM MoNWEALTH oF PuERfo Rlco

MuNtctPALtrY or MaRlcao
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June 30,2015

12. LONG-TEnM DEBÍ (continuation)

Long-term debt at June 30, 2015 i5 composed of the follow¡ng debts:

Gener¿l obllgation bonds:

2oo3serialbonclsclue¡nannu¿linstallmentsranginefromSlO,OoootoSSO,OOo;plusiñterestduern
3emiánnually ¡ñstallments at \/"ariable rates (5.oo% to 7 25% at lune 30,2012), trot¡gh 

'julv 
1, 2o2a'

Se.ialbondapprovedundefofd¡ñancenumberS,of2oo9.lodue¡nserñ¡anñUal.hsta¡lmeñtsranSinS
fromss,oootoslg,Oooplusinterestdue¡nsem¡anñúallvpavmentsatvar¡ablerates(4_75"6ro7'5O%l'
Due in lanua.v 1, 2017.
Serialbondapprovedunde¡or.tinanceñumber5,2oo9-lO.lnstallmentsrangintfromSs,mOtoS19'OOo
plus interest at 4.37% uot¡l cancelation. Th¡s ho^ds due in a/Ll2O17 -

Ser¡albondapprovedunderord¡nanceñumber4,2oo9.1o.Reqt¡iredinsiállmentsrang¡nafromS15,9oo
to S2o,5oo through 1/L/2ol7t and semiannualtv interest pavrnent calculated ¡ñ 4_37%-

Serialbondapp.ovedunderordiñañceñumber3,ofzo1l.12dueinserñ¡annUa|.hstallmentsrañgiog
f.om S5,OOO to S2O,OOO plr,s interest due in sem¡anñuallv p¿vmeots at variable rates (6 OOi6 to 7 -5O 'l-

Due iñ January 1, 2036.
Se.ialt,ondapP.ovedundero.dinancenumber3,of2ol4-l5dueinseñi¿nn¡¡ál.lf¡'tallmentsfanginc
from Sss,oOO to Sas,O@ plus ¡ñterest due ¡ñ Pmiannually pavmeñts atvar'able rates (7'(,096 ro 7 sot )-

Due in January 1, 2O21.

Subtotal Geñeral Obligat¡ons:

PrllisiEEre!¿ells4!-Esrdlil§éls4r¡l
zooa-Seri¿lbond,oriainal¡ssuedamountofs3,a6o,ooodueinanñua¡lyprincipa¡¡ñstallm€ñtsfá8¡nt
from s115,ooo to s3ao,@o, PlUs intefest due in sem¡annually ¡nstaltment át va.iable rate§from 1 53 to
7.5O% at lune 30, 2O12 throuah rulv 1, 2025-

2OOa-se.¡albond,or¡g¡ñ3¡issuedamountofs160,000dueinanñuallypf¡nc¡p.l¡nstallñentsraBinBf.om
s5,oootoslo.ooo,plus¡nte.éstdueinsemiaonr,allyiñstal|meñtsatvafiablérátesf.oma.s3to7.soy"
at lune 30, 2012 throuAh lulY 1, 2023.

2OO&s€riatbond,or¡8in¿tissuedamountofSaTo,ooodueinannuállvpr¡nc¡p¿l¡nstallmentsraginefroñ
STo,ooo to Sllo,ooo, plú5 ¡nteren dua in sem¡annuallv installmeñts at variablé rates from l_53 to
7.50% at.iune 30, 2012 through lulv 1, 2o1a
2010 Seri:t bond, or¡giñát issued amounr of sa8o,om dúe ¡ñ annually pfañciPal installments ratrng from

S5o'oootos3ao,ooo,Plus¡nterestdue.nserñiannuallyinstallmentatvariable.atesfrÓml.53lo7.soyo
at l!¡ne 30, 2012 th.ouah ,uly 1, 2014.

2012, Seriat bonct, o.it¡nat issued ámouñt of s2ao,ooo due in anñualty pr¡ncipál installménts raa¡ng from

S3o,oootosso,ooo,plusinterestdue¡nsem¡annuallv¡nstallmentatvar¡ablératesfrom6-oov"to75o"a
atJune 30,2O12 th.ough rulv 1,2017.
2O12 Seriat boñd, of¡8in¿¡ issued amount of 53.725,OOO due ¡n annuállY princ¡pal installment ragrnt

f.omsso,oooto53lo,ooo,plUsinte.e§tdUeinsem¡añnuallyinstallmeñtatváriábleratesfrom6,oo%to
-7.5O'% et lúde 3O,2Oa2 throuth Julv 1, 2035

Subtotál public ¡mp.ovement bonds:

Outstanding

s 46s,ooo

125,OOO

3A,OOO

40,200

200.ooo

490,OOO

s 1,35a,2OO

2,99s.OOO

11(],OOO

360,o99

790,OOO

140.OOO

3,480,OOO

5 7,a75,OOO

Coerataoral bond3 oava5le

2OO2 seriat boñds due ¡n annual p.iñcipal ¡nsrallment§ .atiñg ffom s1o,o@ to Sao,ooo; PlÚs iñtereet due

insem¡anñuelly'nstal|mentsatvariableratesl.2ag6toS,oo¿tJuñe30,2oo3throuBhlUlyl,2¡]26

Notes payable to cRlM (1.¿w 42)
2OO1 ope.atiñg loan w¡th the Oepartment of Treasury due ¡o ñonthlV prtncrpal ¡ñstallments rañCrng

f.om 53.566 to 523.35a; wh¡ch inclu.,es ¡mplic¡t interest due in monthlv rñstal¡ments at 6 lov" thtough

rúlv 1,2033

p.ovirioñ for acc.ued compeñsat€d abse.ce

Total boñds, not€ Payable and comPensated abs€ñce

720,OOO

s 9,953,200

2,94l],619

820,957

5 13,754,776
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Notes to Basic F¡nancial Statements
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12. LONG-TERM DEBT (continuationl

Notes payeble to CRIM (taw {21

coiiocfisated Ab6cncea

At ju¡e 30,2015 the liabil¡ty for compeosáted abse¡ce ¡5

vac¿tions
Sick leave

Compensatory

Due wlth¡n
d¡€ year

5 177,525
136A32

rotal $ 313,957

fot l
s 2s4,756

s66,201

composed as follow§:
Dr¡e aftel one

ylaa

s n,Bl
429,169

s sotóói s a2o,9s7

Provls¡on for accfued co.npen$t€d absence

The pr¡ncipal and interest maturities for the general obligation bonds of the Munic¡pal¡tY of Maricao at lune 30, 2015

are as follows:

820,957

Yea. eñdéd
,une :X,

2015
2017
20la
2Cll9
2020

2021-2025
2026-2o3O
2031-2035
2036 2040

Pr¡ncioa¡

518,700
644,500
eá3:,ooo
57O^OOO
555,OOO

3,-r?o,ooo
1.,995.OOO
1,460,OOO

lntér.st IOlj¡!
416,7\0 1,O35,41O
666,a7a 1,311,374
619,009 L.264,OO9
572,494 I,L42,494
s2t,L25 LOa6,!25

1.991,556 5,1ll,ss6
979,5a9 2,974.519
4O6,a75 L,a66,fJ75

345,OOO 14,438 , 359,1?8

- qEsl2oo s 6;aaa,6o4 S 16,14r,804

(fh¡s space was intentionallv left in blank)
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Notes to Bas¡c F¡nancial Statements

June 30, 2015

12. LONG-TERM DEBT (continuation)

Thepr¡ncipalandinterestmaturit¡esfortheNotespayabletocRlM(Law42}oftheMunicipalitYofMaricaoatJune30,
2015 are a5 follows:

,une:lO

2016
201'7
2014
2019
2020

2o21,-2025
2026-2(J30
2031-2036

Prin.ipál

94,31,4
1o4,491
Lr1,.O57
11&035
a?s.45r
755,474

1,O25,115

Ig!3!

L82,92A Za\z4z
L76,-75a 28L,242
l'10,7.86 2a!,242
),63,2o8 Zaa,242
1,55, /91
550,337 L,4r)6,2L1
3a1,O96 1,,4o,6,21i

642.2A3 49,A22 692,105

s-- ,ÑE§ -s----., t6r 1r -§--i'62r4%

13. COMMITMENTS AltlD CONnI{GEÍ{CIES

A. CLAIMS AND JUDGMENTS

TheMunic¡palitYis,atpresent,adefendantinanumberoflegalmatter§thatar¡sefroma|leged¡mproper
appl¡cat¡on of polic¡es and neglig;nce ¡n the ordinary co¡rrse of the-Municipali¡y's activ¡ties- The legal counsel of the

Municipality has adv¡sed ,nui 
""f 

,¡'. stage in the proceedings of lawsuits he cannot offer an op¡nion as to the

probable outcome.

ln addit¡on, the Municipal¡ty is a defendant o. co-defendant in several legal proceedinSs, wh¡ch are in d¡scovery

stage.certa¡noftheseclaimsafecoveredby¡nsurance.LegalcoÚnselw¡ththeinformationcufrentlyava¡lable
cannot determine the f¡naloutcome ofthese claims'

Under Act No. 104 of June 25, 1955, as amended, persons are author¡zed to sue the Municipality only for causes of

actions set forth in sa¡o act to a max¡mum amount of S75,0oo or Slsqooo if it involves actions for damages to

morethanonepe6ono,',h","us¡ngleinjuredparty¡sent¡tledtosever¿lcausesofaction.Undercerta.n
circumstances, as provided iñ Act No. é of November 26,7975, as ámended. the MunicipalitY may prov¡de its

officers and employees w¡th legal representation, as well as assume the payment of any judgment that may be

entered against them. Thete ¡s no limitation on the payment of such iudgment'

The estimation ot the outstand¡ng claims liability ¡nvolves ¡ number of key assumptions and is the most crit¡cal

accounting estimate. All reasonabie steps are taken to ensure that the informat¡on used regard¡ng claims exposures

¡s appropriate. no*"u",, u,lty on" oi tf'e proUaote claims atainst the Municipality the final outcome will be

covered by the insu.ance because are under de 575'000'

B. FEDERAL GRANTS

lnthenofmalcoufseofoperat¡on5,theMunicipalitYreceivesgrañtsflomvar¡ousFederalandStateagencies.The
grant programs are subiect to audit bY agents of the granting authority' the purpose of which is to ensure

compliance with con¿¡t¡ont p'etu¿ent to th! granting of funds Añy liab¡l¡ty for reimbursement which maY arise as

the result of these audits is not bel¡eved to be material'



C uqtwt Ll oc PlrEñro Rlco
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É. cf ITME IS AfrO OOf,flflGEflOES (Gont¡ni¡doíl

c oof{ínrrc r -o mIuE ff

The Municipallty had s€\rer¿l ouBtanding or phnned constructlon proiects as ofrune 30, 2015. Thesé pro¡ects are

aidencrd bV contr¿cüal €ommitment x,itñ contr¿ctoE- Th€ coostn,Gtlx! proi¿rcts of the Munhlpality are

commitmérts of üle c¿pltal Bccd furds that amount to 939¿70.

uL srrosEQJErar EUgúr

For the pr¡ryoee of the acúomparytrs corsol¡dad fimr¡c¡al sBt€meots, subtcquent erreriB h8vÉ b€en ryduad
úroltñ Decembef 1Z 2Ot5, rñkn b üe daE tlEe fimnda¡ stzt ment§ u¡ef€ av"[¡ble to be is$¡€d.

{This space was ¡ntentionally left in blantl



COMMONWEALTfi OF PUERfO RICO

Mur'lrclPAurY oF MaRlcao

Budgetary comparison Schedule - General Fund

June 30, 2015

Budgeted Amounts Basis) Positive
(See Note 1) (Negative)

Explanation of D¡ff erences:

Sources/infl ows of l¡nanc¡al resources:

Actual amounts (budgetary basis) "ava¡lable for appropriat¡ons"

from the budgetary comparison schedule

Sales tax
Other tim¡nB d¡ference

Total revenues as reported on the statement of revenues, expend¡ture5

and changes io f:rrü bala¡ces - governmental funds

Uses/outflows of financial resources:

Actual amounts (blu,jgetary basis) "total char8es to appropriations"

from the budgetary compar¡son tchedule
Differences - budget basis to GAAP:

Functional expenses fund merge whh teneral fund

lncrease in debt with governmental entlty
Timing D¡fference between eñcumbrances and mod¡f¡ed acctual

Others

Total expenditures as reported on the statement of reve

and chantes ¡n fund balances - governmental funds

The accompanv¡ng notes to the basic f¡nancial statemeñts are an ¡nteBral part of this schedule'

12,046 s8,046

s s.a27.247 s s,827,247

Reveñues:
Property taxes

Mun¡cipal sales tax
Municipal license taxes

Charges for services
lntergovernmental grants and

contr¡but¡ons
lnvestments eaminES

Miscellaneous

Expend¡tures:
General government
Publ¡c safety
Enviromental control
Health
Culture, recreat¡on and education
Publ¡c housing and welfare

original

s 4096,866
325,000
327,436

1,8@

6L4,445
9,000

45A,7ñ 452.653 (6,037)

s 6.308.973 s 48L,726

s 2,283,894 s 356,e20
411,655 5,587

2,240,38s 4,601

297,5'14 (14,904)

L78,5@ 4.925

54,461 3,579

5 5,466,s39 5 360,708

s 6,308,973

(501,384)

25,163

_-:,Brr2-

5 s,466,539

(260,08s)

(30,263)

S 5,r76,191

5 s,a27,247 5 5,827,247

5 4,096,865
325,000

321,436
1,800

614,445
9,000

458,700

s 2,u0,a74
417,242

2,244,946
282,670
183,489

s 4,096866
852,388
255,530

. 2,813

598,179
40,534

s37,388
(6s,906)

1,013

(16,266)

31,534

s 2,591,635
469,!20

2,206,045
282,610
205,689

45 li'': r..'
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Notes to Budgetary Compar¡son Schedule - General Fund

' June 30, 2015

NOTE 1. STEWARDSHIP. COMPUANCE AND ACCOUNTABIUTY

(This tpace was inteotionally left ¡n blank)

A. Budgetary Control

TheMunic¡pal¡ty.sannualbudgetispreparedonthebudgetarybasisofaccounting,whichisnotin
accordance w¡th GAAP, and represents dePartmental appropr¡ations recommended by the Mayor and

approved by the Mun¡c¡pal Leg¡slature prior to the beginning of the fiscal -year' Amendments to the

budgetrequiretheapprovaloftheMun¡cipalLegislature.TransfersofapPfopriationsw¡thinthebudget,
known as Mayor's Resotut¡ons, do not require the approval of the Municipal Legislature'

The Munic¡pality prepares ¡ts annual budget includ¡ng the operations ofthe Beneral fund'

For budgetary purposes, encumbrance accounting is used' fhe encumbrances (i'e'' purchase orders'

contracts) are considered expendltures when ¡ncürred. For GAAP report¡n8 purposes, encumbrances

outstand¡ng at year-end are reported as reservations of fund balances and do not const¡tute

expenditures or l¡abilit¡es because the commitments will be honored dur¡ng the subsequent year'

The unencumbered balance of any appropriation at the end of the fiscal year w¡ll lapse at the end of

such fiscal year. Other appropriat¡ons, mainly capital project appropriatlons' are continu¡ng accounts for

which the Munic¡pal Legislature has author¡zed that an unspent balance from the pr¡or year be carried

forward and made available for current slending'

¿6 ll: ¡ -.-



CoMMoNIt EALTH oF PUERTo RIco

MUNIOPALTYOF MARICAO

Schedule of Expend¡tures of Federal Awards

June 30, 2015

FEDERAT

CTDA

NUMBER EXPENDITUBES

US DEPARTMENT OF AGRIC-IJLIURE

D¡red Programs
Waterand Waste D¡sposalsystem for Rural Communities 10760 MP S 436'090

436,090

US DEPARÍMENT OF HOUSING AND URBA]I DEVELOPMENT

D¡rect Programs

Sect¡on 8 Vouchers and Ponability 14'871 MP 742'8f?

lnd¡red Program

Pass through PR Ofñce of MunicipalAfla¡rs State Block Grant Program {SBGP) L4'22a MP 903'758

Neighborhood Stabil¡¿at¡on Program 14 264 15'¡181

Total HUD 1'062'056

FEDERAL GRANÍOR/PA5S THROUGH GNANTOR PROGRAM NITE

US DEPARTMEI{T OF HEATTH AND HUMAN SERVICE

. 
INDIRECT PROGRAM:

Pássed trough ACUDEN Office San Juan Puerto R¡co

Child Care and Development Elock Grar¡t

US DEPARTMENT OT HOMEI.AND SECURITY

Direct Protrams:
Publ¡c D¡saster Assistance

US OEPARfMENT OT ENERGY

Direct Prograñ
Energy Efficiency and Conservation Block Gññt
(Recovery Act Fund)

TOTAL EEDERAL F¡NANCIAL ASSISTAf{CE

MP Maior Program

93.s75 _ 93,052

93,052

97_036 78,500

81.128 10

l--rÉ99¿99-

47 l\' :, ' ''



COMMONWEALTH OF PUERTO RICO

MuNlclPAt[Y oF MARlcao

Note to Schedule of Expenditures of Federal Awards

June 30, 2015

{1} GEÍ{ERAL

Theaccompanyingscheduleofexpendituresoffederalawards¡ncludesthefederalErantactivityof
Municipal¡tyofMaricao,PuertoR¡coandispresentedonthemodifiedaccr¡lalbasisofaccount¡ng.The
report¡;g entity is defined in Note 1to the f¡nanc¡al statements ofthe Mun¡c¡pality. The information in th¡s

schedule¡spresented.naccordancewiththerequirementsofoMBcircularA.l33,Aud¡tsofstates,Local
Governmentt and Non-Profit Organizat¡ons'

(2) MAJOR FED€ML AWAROS

CFoA§suhs& iEEof,FeMFqramarCMr
14.224 State Block Grant Program (SBGP)

Wate. an¿ W"tt" o¡sposal sysfem for Rural Communities

Sect¡on 8 Voucher and Portab¡litY
10.760
14.477

{3} FEDEML CFDA NUMBER

The CFDA numbers included in this schedule were determined based on the program name 
-review 

of grant

contract informat¡on and the office of management and budget catalog of Federal Domest¡c Assistance'

(4} RETATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Federal financial assistance expend¡tures are reported in the Municipal¡ty of Maricao, Puerto Rico combined

statementofRevenues,Expend¡turesandChangeintundBalances-AllGovefnmentalandTypesasfollows:

(fhis space was ¡ntentionally left in blank)



ruANA.MVERA,CPA
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Phone: 787-?84-2255
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Email: jrmclecio@hotñail.com

URE LEWTTOWN, 1A18 DEL VALLE AW TCIA BAJA- PR 00949

INDEPENDENT AUD¡TOR'S REPORf ON INTERNAL CONTROL OVER

FINANCTAL REPORNNG AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAT STATEMENTS PERFORMED

IN ACCORDANCE WIIiH aOVERNMENT AUDITINE SÍANDARDS

Honorable Mayor and Members
Of the Mun¡c¡pal Legislature
Mun¡cipal¡ty of Maricao
Marícao, Puerto Ríco

I have aud¡ted, ¡n accordance with the auditinB standards generally accepted in the United States of America and

the standards applicable to financial aud¡ts conta¡ned in Government Audit¡nq Stondords issued bv the

Comptroller General of the Un¡ted States, the financ¡al statements of the governmental activit¡es, the business-

type act¡vities, each major fund, and the ag8regate remaining fund informat¡on of Municipality of ¡¡ar¡cao, as of

and for the year ended june 30,2015, and the related notes to the financial statements, which collect¡vely

compr¡se Munic¡pality of Maricao's basic financial statements, and have issued my report thereon dated

December 17,2015.

Internal Control over F¡nanc¡al Report¡ng

tn plann¡ng and perform¡ng our aud¡t of the financ¡al statements, I considered Municipality of Mar¡cao's ¡nternal

control over financial reporting (internal control) to determine the audit procedures that are appropriate in the

circumstances for the purpose of expressing our op¡nions on the financíal statements, but not for the purpose of

expressing an op¡nion on the effectiveness of Munic¡pality of Maf¡cao's internal control. Accordingly, I do not

express an op¡n¡on on the effectiveness of Municipal¡ty of Maricao's internal control'

A def¡ciency ¡n ¡nternol control exists when the des¡8n or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct'

m¡sstatements on a timely bas¡s. A moter¡al weokness is a deficiency, ora combinat¡on of defic¡encie:; in ¡nternal

control, such that there ¡s a reasonable possib¡lity that a material m¡sstatement of.-the Municipal¡ty's. f¡nancial

statements will not be prevented, or detected and corrected on a timely basis. A sign¡ficont def¡c¡ency is a

def¡c¡ency,oracombinat¡onofdeficiencies,¡n¡nternalcontrolthatiSlessseverethanamatef¡alweakness,Vet
important enough to merit attent¡on by those charged w¡th Sovernance'

My considerat¡on of internal control was for the lim¡ted purpose descf¡bed in the first paragraph of this section

and was not designed to ¡dentify all deficiencies ¡n internal control that might be material weaknesses of

s¡gnificant deficiencies. Given these limitations, dur¡ng my audit ldid not ¡dentify any defic¡encres in rnternal

control that I consider to be mater¡al weaknesses. However, material weaknesses may exist that have not been

¡dentif¡ed.

Compliance and other Matters

As part of obtaining reasonable assurance about whether Municipality of Maricao's financial statelnents are free

fronl mater¡al misstatement, I performed tests of ¡ts compliance with certa¡n provis¡ons of laws, regulations,

contracts,andgrantagreements,noncompliancewithwhichcouldhaveadirectandmaterialeffectonthe
determ¡nation of f¡nancial statement amounts However, providing an opin¡on on compliance with those

provisions was not an object¡ve of my aud¡t, and accordingly, I do not express such an opinion' The results oi mv

tests d¡sclosed instances of noncompl¡ance or other matters that are required to be reported undet Government

Audit¡ng stondords and which are described ¡n the accompanying schedule of findings and questioned costs as

mentioned ¡n items 2015-01and 2015-02.

49 I
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Purpo6e of üb neport

The purpose of this feport is solely to dess¡be the scop€ of my testtry of intemal contfol and complianc€ and

ttre results of that testinS; and not to proüde an oplnion on the efiectlveness of the Municipal¡Vs ¡nternal

control or on compliance. This report i5 an integral part of an audit performed ln accordance w¡th Govemment

Aud¡ting Standords in cons¡der¡ng the ent¡Vs ¡ntemal control and compliance. Accordin8ly, th¡s communication

¡s not süitable for any other purpose.

Toa Baja Puerto Rlco

D€cember 1¿ 2015

Lic. *2214

lllF'¿oe
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REPORT ON COMPT¡ANCE FOR EACH MAJOR FEDEML PROGMM;

REPORT ON INTERNAT CONTROL OVER COMPLIANCE;

AND REPORT ON THE SCHEDULE OT EXPENDITURES OF FEDERAL AWARDS REqUIRED

BY OMB CIRCUI,AR A.133

INDEPENDENT AUDIfOR,S REPORT

Honorable Ma.ior and Member

Of the Municipal Legislature

Munic¡pal¡ty of Maricao

Mar¡cao, Puerto R¡co

Report on Compliance for Each Major Federal Program

lhaveaUd¡tedMUnicipal¡tYofMaricao,scompliancewiththetypesofcompliancerequirementsdescribed¡nthe
oMB Circular 4-133 Comptiance Supplement ihat could have a d¡rect and mater¡al effect on each of Municipality

of Maricao,s major federal progr"Ái fo, tn" year ended June 30, 2015. Munic¡pal¡ty of Maricao's major federal

programs are identified in the sumniary oi *ái,or. |.urrlts sect¡on of the accompanying schedule of findings and

questioned costs.

M a nd q e me n( s R e sqons ib il¡tl

Management is respons¡ble tor compliance with the requ¡rements of laws' regulations' contracts' and grants

applicable to ¡ts federal programs.

Au d itor's Re sPons¡ b ility

Myresponsib¡lityistoexpressanopiniononcomplianceforeachofMun¡cipal¡tyofMar¡cao'smaiorfederal
programsbasedonmyauditofthetypesofcompliancereqUirementsrefefredtoabove.lconductedmYauditof
compliance in accordance witfr auiiiing standárds generally accepted in the United States of Amer¡ca; the

standards applicable to financ¡at audits ánt"¡n"d in Government Auditing stondords, issued by the comptroller

General of the united strt"r; anJ Ñg circular A-133, Aud¡ts of States, Locol Governments, ond Non-Prof¡t

orgqn¡zotions. fhose standards and oMB c¡rcular A-133 requ¡re that I 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 ;ffect on a ma,or federal program occurred- An audit includes

examining, on a test baSis, ev¡deoce about Munic¡pality of Maricao,s compliance w¡th those requirements and

performing such other procedures as lconsidered necessary in the circumstances-

r bel¡eve that my audit provides a reasonable basis for my opinion on compliance for each rnaior federal

program. However, my audit does not provide a legal determination of Munic¡pality of Mar¡cao's compliance'

Opinion on Eoch Moior Federol Proqrom

lnmyop¡nion,theMunicipalityofMaricaocompl¡ed,inaltmater¡alrespects,Withthetypesofccmpliance
requirements,referredtoabovethatcouldhaveadirectandmatefialeffectoneachofitsmajorfederal
programs for the year ended.June 30,2015'

Mailing Address Box 757, Dorádo, PR 00646



Other Mátters

The results of our aud¡ting procedures disclosed instances of noncompliance, which are requ¡red to be reported

¡n accordance with OMB Circutar A-133 which are described in the accompanying schedule of findings and

quest¡oned costs as ¡tems 2015-01 an d 2075-02. Our op¡nion on each major federal program is not modified with
respect to these matters.

Municipal¡ty of Maricao's response to the noncompli¿nce f¡ndings ident¡fied ¡n our audit ¡s described ¡n the
accompanying schedule of find¡ngs and quest¡oned costs.

Report on lnternal Control over Compliance

Management of Munic¡pa¡¡ty of Mar¡cao is responsible for establish¡nB and maínta¡n¡ng effect¡ve interna¡ control

over compliance with the types of compl¡ance requirements referred to above. In planning and perform¡ng my

audit of compliance, I considered Mun¡cipal¡ty of Mar¡cao's internal control over compliance w¡th the types of

requ¡rements that could have a d¡rect and m¿terial effect on each major federal program to determine the

aud¡t¡ng procedures that are appropr¡ate ¡n the circumstances for the purpose of expressing an opinion on

compliance for each maior federal program and to test and report on ¡nternal control over compliance ¡n

accordance with OMB Circular A-133, but not for the purpose of expressing an op¡nion on the effectiveness of

¡nternal control over compliance. Accord¡ngly, I do not express an opinion on the effectiveness of Mun¡cipality of

Maricao's internál control over compl¡ance.

A def¡c¡ency ¡n ¡nternal control over complionce exisls when the design or operation of a control over compliance

does not allow management or employees, in the normal course of performing their assiSned functions, to

prevent, or detect and correct, noncompl¡ance w¡th a type of compl¡ance requ¡rement of a federal program on a

t¡mely basis. A mqteriol weokness ¡n internol control over compl¡once ¡s a defic¡ency, or combination of

def¡cienc¡es, in ¡nternal control over compliance, such that there is a reasonable possibil¡tY that material

noncompl¡ance with a type of compl¡ance requ¡rement of a federal program w¡ll not be prevented, or detected

and corrected, on a timely basis, A s¡gnificont def¡c¡ency ¡n internol control over compl¡once is a deficiency, or a

combinat¡on of defic¡encies, ¡n internal control over compl¡ance w¡th a type of compliance requirement of a

federal program that ¡s less severe than a mater¡al weakness ¡n ¡nternal control over compl¡ance, yet important

enough to merit attent¡on by those charged w¡th governance

My consideration of ¡nternal control over compliance was for the I¡mited purpose described in the first paragraph

of th¡s sect¡on and was not designed to ident¡fy all def¡c¡encies in ¡nterna.l control over compl¡ance that might be

material weaknesses or significant defic¡encies. I d¡d not identify any ileficiencies In ¡nternal control over

compliance that I cons¡der to be mater¡al weaknesses. However, material weaknesses may ex¡st that have not

been ¡dent¡f¡ed-

The purpose of th¡S report on ¡nternal Control Over compl¡ance is solely to descr¡be the scope of our testing of

rnternal control over compliance and the results of that test¡ng based on the requirements of OMB Circular A-

133- Accordingly, this report ¡s not su¡table for any other purpose.

Report on Schedule of Expend¡tures of Federal Awards Requ¡red by OMB c¡rcular A-133

I have audited the financial statements of governmental activities, each maior fund, and the aggregate rema¡ning

tund informat¡on of Municipality of Mar¡cao a5 of and for the year ended lune 30, 2015. and the notes to the

financial statements which collectively comprise Municipal¡tY of Maricao's bas¡c financial statements l issued

my report thereon dated December t7,2075, wh¡ch conta¡ned an unmod¡f¡ed op¡n¡on on those financial

statements. My aud¡t was conducted for the purpose of forming an opin¡on On the financ¡al statements that

coltect¡vely comprise the basic financial statements. The accompany¡n8 schedule of expenditures of federal

awards is presented for purposes of additional analys¡s as required by OMB C¡rcular A-133 and is not a required

part of the financ¡al statements. Such information ¡s the responsibility of management and was derived from and

retates directly to the underly¡ng accounting and other records used to prepare the financial statements.



The ¡nformatio[ has beeo subjected to the aud¡ting procedures applled in the audit of the financíal statements

and certain addit¡onal prooedures, including comparing and reconciling su€h infofmatlon dlrectly to the

undeflying accountinB and other recofds used to prepare the financia¡ statements or to the financial statements

tfremsáues, and other addiüonal procedures in accordance with aud¡ting standards generally€ccepted in the

Un¡ted States of Amer¡ca. ln my op¡n¡on, the schedule of expenditure of federal awards is fairly stated in all

mater¡al respecB in relation to the financial statements as a whole'

Toa Baia, Puerto Rico

December 1¿ 2015
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COMMOMA'fAII}I OT PUEBTO RICO

MUNICIPALTTY OF MARICAO

Schedule of F¡ndings and quest¡oned Costs

For the Year Ended lune 30, 2015

section I - summarv ofAudito/s Results

F¡nancial Statements

Type of auditor's report ¡ssüed: unqual¡fied op¡nion

lnternal Control over financ¡al reporting:

Material weakness (es) identified?

lnternal Control over major programs:

Material weakness (es) identified?

Sign¡ficant defic¡ency {ies) ident¡f¡ed that are

Not cons¡dered to be material weakness?

_ yes -Lno

_yes --X- 
no

-yes 
-L-none 

reported

s¡gn¡f¡cant Deficienc'y (ies) ident¡fied that are

Not considered to be materialweakness? -X- yes 
- 

none reported

Noncompt¡ance material to f¡nanc¡al statements noted? -- yes -X- no

Federal Awards

Type of aud¡to/s report ¡ssued on compl¡ance for ma¡or

Programs: unqualified

Any audit findings d¡sclosed that are requ¡red

To be reported ¡n accordance with section

510 (a) of c¡rcular A-133 
- 

yes 
--X- 

no

ldentif¡cat¡on of maior ProErams:

CFDA Numbers Name of Federál Program orcluster

L4_2Za SBGP

14.871 Section 8 (Hous¡ng Choice Voucher)

10.760 Water and Waste Disposal SYstem for Rural Communities

Dollar threshold used to dist¡nguish between type A añd B programs: 5300'000

Aud¡tee qualified as low-r¡sk auditee 
- 

yes L no

gll-'?.:r.:



COMMONWEALTH OT PUERTO RICO

M UÍ{ICIPATJTY OF MARICAO

Schedule of F¡nd¡ngs and Quest¡oned costs
For the Year Ended lune 30, 2015

Sect¡on ll-Schedule of F¡nanc¡al Statements F¡ndin¡r and Qr¡$t¡oned Costs

Program: General Fund

AccouÍt¡ng and Report¡ng System

Year ended Jüne 30, 2015

Ref. No. / F¡nd¡ng / t{oncompl¡ance Quest¡oned cost

2015-{¡1 statement of Condition

Dur¡ng the performance of our audit procedures the follow¡ng except¡ons were noted:

. The Munic¡pal¡ty's accounting system provides only for the recording of revenues, expenditures and other l¡mited

transactions. ln addit¡on, the accounting records are not integrated and do not provide for, a self-balancing set of

accounts for each fund operated by the Munic¡pality, recording cash and other f¡nanc¡al resourcet together with all

related assets, l¡ab¡l¡t¡es and residual equit¡es or balances, and cha¡ges therein. Addit¡onally, we noted that certain

records in use were not adequately maintained.
. Account¡ng records do not p.ovide for segregation between expenditures and encumbGnces.

. The Accountiñg System did not recogñized expenditures that were not included as expenditures in the budget, such

as bank charges, penalties and interels to State and Goverñmental Ent¡ties,

. The Budget's Accounting System made disbursements, over the budgeted limits amounts.

. The Account¡ng System d¡d not maintain records of balances ¡n due to añd due from accounts between funds.

Criteria

A mun¡c¡palivs accounting system must make it poss¡ble to present fa¡rly and with full d¡sclosure lhe financial position and

results of fina¡cial operat¡ons of the funds and account groups of the governmental unit ¡n conformity with accounting

princ¡ples geñerally accepted ¡n the Uniied States of Amer¡ca and determine and demonstrate compl¡ance w¡th finance, legal

and contr¿ctual prov¡sions as elablished in the Autonomous Mun¡cipal¡t¡es' Law Chapter 215§ 4360'

Cause

fhe Municipal¡ty of Mar¡cao has not established the account¡ng procedures, controls and records necessary to provide

accurate informat¡on to prepare the financ¡al statements and federal reports in conformity with accounting pr¡nciples

generally accepted ¡n the Un¡ted States of Amer¡ca, the governmental accounting and financial reporting princip¡es ¡ssued by

the Governmental Accountin&standards Board (GASB), and the related grant agreements'

Effect

Due to the def¡cienc¡es mentioned above, the examinat¡on of the general-purpose financ¡al statements for the year ended

Juñe 30, 2015. was more d¡fficult and le55 eff¡cient than would have been ¡n ord¡nary circumstances-

Since the accounts and other records are not des¡gned to provide the ¡nformat¡on as ¡t is presented in the financial

statements, was necessary to obtain such informat¡on from various depa.tments and persons w¡thin the Mun¡cipali§ and

from numefous account¡ng records, wh¡ch are not iñtegrated. Th¡s s¡tuat¡on can cause the fiñancial statements not to preseñt

all the assets, l¡abilit¡es, revenues and expend¡tures of the Munic¡pa¡¡ty'

Recomñendat¡on

tn order to streamline the accounting and report¡nB sylems and provide proper closing of records and adequate and timelY

¡ñformation, I recommend the Municipality to establ¡sh an ¡nternal control over the account¡n8 system in order to provide for

the follow¡ng:



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IIY OF MARICAO

Schedule of findings and Questioned Costs

Forthe Year Ended lune 30, 2015

ProEram: General Fund

Accounting and Reporting System

Year ended lune 30, 2015

Ref. No. I Finding / Noncompliance

Program: General Fund

Account¡nt and RePort¡ng System

Year ended June 30, 2015

Ref. No- / t¡nd¡ng / Noncomplianoe

2015-01 Statemeot of Condit¡on {Gont¡nuation) 
-0-

Accounting and RePorting SYstem

. Adequate train¡ngto all accounting personnelin order to ¡mprovethe 'lnderstanding 
ofthe sYstem'

. The ¡mplementat¡on ot ' ¿oulátiir accounting system and the integration of all subsidiary ledgers'

. The preparat¡on ot p"'¡"¿¡t i""*¡'i '"pon' 
to U-" 

'uu'ittud 
to the Finance Director' the Mayor and the Municipal

. §j"[jiha".f finaocialwith the reports prepared añd submitted to the Federal government, and the prepar¿tion

of the general purpos" on"nti"i'*t"rnt*t in 
"tco'd"ntu 

to Atcount¡ng princ¡ples generally accepted in the united

State of America.

Auditee Re§Ponse

Anewaccountingsystemhasbeen¡mplementedfofthefirstquarte'of2ol5bytheMun¡c¡pality.lheDirectorofF¡nanceis
;;'';J;#';;.J.. r,u'" tt'" 'v'i"t 

fullv in tunction bv the end of this fiscalvear'

Questioned cost

Quel¡oned Cost

.o-
2015-{12 Statement of Cond¡tion

TheMunic¡pal¡tyobtainedfundsf.omthecentralGovernmentand¡ncludedtheminAnnualBudget,butatthetimeof
receiving tfrl funas tfrey were deposited ioto Spec¡al Funds

Criteria

lntheArticleT.0oloftheLawSl,asameñded,establishthattheMunicipalitywillsetaself-balancedbudgetof¡ncorn€and
expenditures- ln the rev,r.¿ ..gu1",,.", ..irn¿"r""ntal standards of the Mun¡cipalities of Puefto Rico, a similar provrslon ls

established-

Cause

lnGeneralFúnd,theMunicipalitybudgetedSll2'0O0ofallocafonsfromtheCentralGovernmentforoperatingexpensesof
the Municipal¡ty. How","t, *¡un tt'" 

'ilnit¡JJÑ '"t"¡'"4 
t¡" tunds' they were deposited in the Special Funds.

Effect

The Municipality does not follow the procedures established by state law lt created an operat¡onal def'cit of S112'000 in

General tund

Recommeñdation

Establish procedures to identiry money received and deposit it in the appropriated fund according to budget'

Auditee Response: The Mayor gave appropriate instructions to attend this recommendation rmmediately



COMMONWEALÍH OT PUERTO RICO

MUNICIPALITY OF MARICAO

Schedule of F¡nd¡ngs and Questioned Costs

For the Year Ended lune 30, 2015

section lll - Federal Awards Find¡ngs and Que§tioned Costs

No findings were detected

(This space was ¡ntentioñallY left in blank)



Program

General Fund

General Fund

COM MOÍ{WEAI.TH OF PUERIO RICO

MUNIOPALITY OF MARICAO

Schedule of PriorY€ar F¡ndings and Questloned Costs

For the Year Ended.lune 30, 2015

F¡nd¡ngi/ comPl¡ance

Condition 1o-{r1:11-1r1r12.{r1:üHr1:14-.01 AccountinP and ReDort¡ns

Svstem
During the performance ofour audit procedures the following

Exceptions were noted:

the Mun¡c¡pal¡tfs account¡ng system provides only for the recording of

revenues, expend¡tures and other lim¡ted transact¡ons. ln add¡t¡on, the

accounting records are not integrated and do not Prov¡de for, a self-

balanc¡ng set of accounts for each fund operated by the Mun¡cipal¡ty,

recording cash and other financ¡al resources, together w¡th all related

assets, liab¡l¡ties and res¡dual equities or balancet and changes there¡n.

Add¡t¡onally, we noted that certa¡n records in use were not adequatelY

mainta¡ned.
Accounting records do not provide for segregat¡on between

expend¡tures and encumbrances

Condit¡on 1Go3;11-02:12{t2r1!t-{r2:1¡l-02 - Accountins And Reoort¡ns

Svstem
The Mun¡c¡pality obta¡ned funds from the central Government and

inc¡uded them in Annual Bud8et, but at the t¡me of rece¡v¡nB the funds

they were depos¡ted into Spec¡al Funds.

Status

St¡ll preva¡l

Still prevail

58 ll .qc


