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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor, Membe¡s of fte
Municipal Legislature and People of the
Municipality of Maunabo

Maunabo, Puedo Rico

Report on the Financial Statements

We have audited the accompanying f¡nanc¡al statemenb of the govemmental acüviües, of the Municipali§ of
Maunabo of the Commonwealti of Puerto Rim (The Municipality), each major fund, and the aggregate rema¡n¡ng

fund information of The Municipality as of and for the year ended June 30, 2015, and the related notes to the
financ¡al statemenb, which collectively mmprise the Municipali§'s basic financial statements as l¡sted ¡n the Table
of Contents. We also have audited the acmmpany¡ng Statement of Revenues and Expenditures - Budget and

Actual- Budgetary Basis - General Fund of the Mun¡c¡pali§ forthe fiscalyearthen ended, which is presented as
part of the bas¡c financial statements.

llanagedrent's R§ponsibry fo( the Financial Sts]lÉ/,/renb

Management is responsible for the preparation and fair presentation of these l¡nanc¡al statements ¡n accordance
with Accounting Princ¡ples Generally Accepted in the United States of America; this includes the design,

implementation, and maintenance of ¡ntemal control relevant to the preparation and fa¡r presentaüon of fnancial
slatements hat are free from material misstatement, whether due to fraud or enor.

Auditof s Rupmsibility

our responsibility ¡s to express opin¡ons on these financ¡alstatemenb based on ouraudit. We conducted our audit
in accordance with Auditing Standards Generally Accepted in the United States of America. Those standards
require that we plan and perfom the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.
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INDEPENDENT AUDITOR'S REPORT

(Continued)

Aüdito,r's Resporrsibilifi $onlinued)

An audit involves performing procedures to obta¡n audit evidence about the amounts and d¡sclosures in he
fnancial statemenb. The procedures selected depend on the auditois judgment, ¡ncluding lhe assessment of the

risks of material misstatement of the financial statemenb, whether due to fraud or enor. ln making hose risk

assessments, the aud¡tor cons¡ders ¡ntemal contrcl relevant to the enüty's preparation and fair presentation of the

f¡nancial statemenb in order to design audit procedures that are appropriate ¡n the circumstances, but not for the
purpose of expressing an opin¡on on the effectiveness of the entity's intemal control. Accordingly, we express no

such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the

reasonableness of significant accounting estimates made by management, as well as evaluat¡ng the overall

presentation of the financial statemenb.

We believe hat the audit evidence we have obta¡ned is suffrcient and appropriate to provide a basis for our audit

opinions.

Basis fo¡ Adverse Opinion on Govemmental Activities

A. As described in Notes I and 17 to the financial statemenb, the Municipality did not have a complete,

updated and accurate records of capital asseb principally infrastructure asseb. Accounting Principles

Generally Accepted in the United States of America require that capital assets add¡tions be capitalized

and depreciated over their estimated useful lirres, which would increase the assets, net position and

expenses of the govemmental activities. The amount by which this departure would affect the assets,

net posit¡on and expenses of he govemmental activities is not reasonably determinable.

B. As discussed in Notes 'l and 17 to the basic financ¡al statements, he Mun¡c¡pality has not implemented

the requ¡remenb of Statement No. 68 ofthe GovemmentalAccounting Standards Board, Accounting and

F¡nancial Reporting for Pensions, an amendment of GASB Statement No. 27. Accodingly,

1. The Mun¡cipality has not been able to determ¡ne and account for ¡b proportionate share of net pension

obligaüon, defened ¡nflow of resources and defened outflow of resources related to pension costs and,

2. Tle Municipality has not recognized he effect of cunent period óanges in net pension obl¡galion, defened
outflow of ¡esources and defened ¡nflow of resources as hese relate to pension msts.

Accounling Principles Generally Accepted in the United States of America require that pension related liability,

defened outflow of resources, defeÍed inflow of resources, as appl¡cable, be recognized in accordance with the
parameters establ¡shed by Statement No. 68, as well as the effect of cunent period changes of the aforementioned

amounb that must be recognized in pens¡on expense during the cunent period. Recognition of these amounb
would increase liabilities, increase defened outflow of resources, increase defened inflow of resources, increme
he deficit, and change the pension expenses of the govemmental acüvities. The amounb by which this departure
would affect liabilities, defened outflow of resources, defened inflow of resources, deficit, and expenses of the
govemmental activities has not been determined.

The accompanying notes to the basic financial statemenb do not disclose the pension cost ¡nformation required

by Statement No. 68. ln our opinion, disclosure of this infomaüon is required by Accounling Principles Accepted

in the United States of America.
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INDEPENDET{T AUDITOR'S REPORT
(Continued)

Atverce Opinion

ln our opinion, because of the s¡gn¡f¡cance of the matters discussed in the 'Basis for Adverse Opinion on

Govemmental Activities' paragraphs, the financial statements refen€d to previously do not present fairiy he
financial position of the govemmental activities of the Municipali§ of Maunabo of the Commonwealth of Puerto

Rico, as of June 30, 2015, or he changes ¡n financ¡al pos¡tion thereof for the year then ended,

Unnodiñed Opinion

ln our opinion the financial statements refened to above present faidy, in all material respect, the respective

ñnancialposition ofeach majorfund, and the aggregate remaining fund information ofthe Municipality of Maunabo

as of June 30, 2015, and the respective changes in financial position for the year then ended ¡n accordance w¡th

Accounüng Principles Generally Accepted ¡n the United States of America.

Other Matle¡s

Required Supplementary lnfomation 0mifted

The Municipality has omitted the Schedule of the Munic¡pal¡ty's Proportionate Share of the Net Pens¡on L¡ab¡l¡ty,

and the Schedule of Mun¡c¡pal¡ty's Contributions to the Employees' Pension Plan, information that Accounting

Principles Generally Accepted in the United States of America requ¡re to be presented to supplement the basic

financial statemenb. Such missing information, although not a part ofthe basic financial statements, is required

by the Govemmental Accounting Standards Boads who mnsiders it to be an essential part of the financial
reporling for placing the basic financial statements in an appropriate operational, economic or historical mntext.
our opinion on the basic financial statements ¡s not affected by th¡s m¡ss¡ng informalion.

Requhed Supplementary I nformation

Accounting Princ¡ples Generally Accepted in the United States of America require that the Management's

Discussion and Analysis, Budgetary Comparison Information on pages 5-14 and 56-61 and the Schedule of
Funding Progress Employees' Ret¡rement System by the Commonweallh of Puerto R¡co and its instrumentali§ be
presented to supplementthe basic financ¡alstatements. Such ¡nformation, although not a partofthe basic financial

statemenb, ¡s required by the Govemmental Accounting Standards Board, who considers it to be an essential part

off¡nanc¡al report¡ng for placing the basic financial statemenb in an appropriate operational, econom¡c, or h¡storical

context. We have appl¡ed certa¡n limited procedures to the requ¡red supplementary ¡nformat¡on ¡n accordance w¡th

Auditing Standards Generally Accepted in the United States of America, which consisted of ¡nqu¡ries of
management about he meünds of preparing the information and compadng the information for consistency with

management's responses to our inquiries, the basic financial statements, and oher knowledge we obta¡ned during

our audit of the basic financial statements. We do not express an opinion or provide any asurance on he
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.
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INDEPENDENT AUDITOR'S REPORT
(Continued)

Ofw Repuling Re4tired by Govemmart Auditing Súanda¡ds

ln accodance with Govemment Auditing Sfandards, we have also ¡ssued our report dated March 4, 20'16, on our

conskleration of the Municipali§ of Maunabo as of the Comnronwealth of Puetto Rico intemalcontolover financ¡al

report¡ng and on our tesb of its compliance with certain prov¡s¡ons of laws, regulations, contracts, and grant

agreements and other matters. The purpose of that report is to describe the scope of our test¡ng of ¡ntemal control

over financ¡al reporting or on compl¡ance and the results of that testing, and not to provide an opinion on intemal

control over financial reportirg or on compliance. That report is an integral part of an audit performed in

accordance w¡th Govemment Aud¡t¡ng Standards is mnsidering the Municipality's intemal control over financ¡al

report¡ng and compliance.

0ur audit was mnducted for the purpose of forming opinions on the financ¡al statements that collectively comprise

the Municipali§ of Maunabo of the Commonwealth of Puerto Rico's basic financialstatements. The accompanying

Schedule of Expend¡tures of Federal Awards is presented for purposes of additional analys¡s as required by U.S.

Office of Management and Budget Circular 4133, Audits of States, Local Govemments, and Non-Proft
organizaüons, and is not a required part of the basic fnancial statemenb. Such information is the responsibili§
of man4ement and was derived from and relates directly to the underlying accounting and other records used to
prepare the basic finarrcial stabments. The information has been subjected to the auditing procedums applied in
the audit of the bas¡c financ¡al statements and certa¡n additional procedures, including comparing and reconciling

such information d¡rectly to the underlying accounting and other recods used to prepare the basic financial

statemenb or to the basic financial statemenb themselves, and other additional procedures in accordance w¡ür

Auditing Standards Generally Accepted ¡n the Un¡ted States of America. ln our op¡nion, the Schedule of
Expenditures of Federal Awards is fairiy stated, ¡n all material respects, in relation to the basic financial statemenb
as whole-

WLr* ?fz/75t7 4 6. , fr¡'¿
NIEVES VELAZQUEZ & CO., P.S.C,

San Juan, Puerto R¡co

March 4,2016

Stamp No. 02725854 ofthe Puerto Rim Society of
Certified Public Accountanb has been aff¡xed to
the original of this report.
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COI'I'ONWEALTH OF PUERTO RICO

iIUNICIPALIY OF ftIAUNABO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The management of tlunicipality of Maunabo, Puerto Rico (Municipality) ofiers this nanative overview and analysis of the

financialacüvities of fte Mun¡cipality for the fiscalyearended June 30, 2015. The Managemenfs Discussion and Analysis (MD&A)

is designed to focus on the cunent year acüvities, resulting changes and currenüy known facts, and much of üe information is

companable to prior year. This MD&A should be read in conjuncüon with the accompanying basic fnancial statements and the

accompany¡ng notes to those financial statemen§.

This MD&A is prepared ¡n order to comply witr the reporting model requied by Govemmental Acmunting Standards Boad
Statement No. 34 and, among other purposes, to prov¡de the financial statemenb users with the following major information:

a broader basis in focus¡ng ¡mportant issues;

acknowledgement of an overview of the Municipality's ñnancial activities;
prcvide for an evaluation of ¡b financial condition as of the end of the indicated fiscal year, compared with prior year

resulb;
identifcation of uses of funds in the financ¡ng ofhe Municipality's variety of actiúties and;

assess managements ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following are key financ¡al h¡ghl¡ghts for the fiscal year:

* The asseb of the Municipali§ exceeded its liab¡l¡t¡es

s6,836,365;

at June 30, 2015 by $6,023,208, and at June 30, 2014 by

* The Municipality's total net pos¡tion decrease by $813,157 during fscal year 2014-2015;
.3. As of June 30, 2015, he Municipali§'s govemmental funds reported combined ending fund supenavit of $435,31 4, a

decrease of $265,575 from the prior yeac

* At June 30, 2015, the unresticted deficit was $11,231,462;
* Loans principal payments were $637,000 and $662,000 in 2015and 2014, respectively.

USING THIS ANNUAL REPORT

This annual report consisb of three componenb: 1) Management Discussion and Analysis (tris section), 2) Basic Financial

Statemenb, and 3) Required Supplementary lnformation.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are ¡ntended to serve as an ¡ntroducüon to the Mun¡c¡pal¡ty's financial statements. The Municipality's

basic financial statements comprise three components: Govemment-Wide Financial Staternents; Fund F¡nancial Statements; and
Notes to the F¡nanc¡al statements. Th¡s report also contains oúler supplementary ¡nfomat¡on ¡n add¡tion to the basb financ¡al

statements hemselves.

GOVERNI¡lENT.WIDE FINANCIAL STATEI,lENTS

The Govemment-W¡de F¡nanc¡al Statemenb are composed of: (1) the Statement of Net Positions and (2) the Statement of
Activities. These financ¡al statements can be found immediately following this MD&A. The govemment-wide financial statements
are designed to provide readers with a broad overview of the Municipality's finances, ¡n a manner similar to a private-sector

business.

*
*
*

*
*



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNMENT.WIDE FINANCIAL STATEMENTS (CONTINUED)

The purpose of the statement of net positions ¡s to attempt to report all assets owned and all liabil¡ües owed by the Mun¡cipality.

The Municipality reporb all of its asseb when it acqu¡res ownersh¡p over the assets and reports all of ib liabilities when hey are

¡ncuned. For example, úre Municipali§ reports buildings and infrastructure as asseb, even though they are not ava¡lable to pay

the oblllations incuned by the Municipality. On the other hand, the Municipality reports liab¡lities, such as cla¡ms and iudgments,
bonds and notes payable, obligations under capital leases, compensated absences and certain acmunts payable and accrued

l¡abil¡t¡es, even though hese l¡ab¡lities might not be paid unül several fiscal years into the frfure.

The difference between the Municipali§'s total asseb and total liab¡l¡t¡es reported in the statement of net pos¡t¡ons is presented

as net positions, wh¡ch ¡s similar to the total owners' equi§ reported by a commerc¡al enterprise ¡n ¡ts financ¡al statements.

Although the purpose of the Municipali§ is not to accumulate net positions, as this amount ¡ncreases or decreases over time,

such amount represenb a useful indicator of whether the financial posiüon of the Mun¡c¡pal¡ty is either ¡mprov¡ng or deteriorating,

respectively.

The statement of activities presents information showing how the Mun¡c¡pal¡ty's net posit¡ons changed during the fiscal year ended
June 30, 2015, by presenüng all of the Municipality's revenues and expenses. As previously discussed, the items reported in the

statement of activities are measured ¡n a manner s¡m¡lar lo the approach used by a mmmercial enterprise ¡n that revenues are
recognized when eamed or established criteria are satisfied, and expenses are remrded when incuned by the Municipality.

ConsEuently, revenues are reported even when they may not be collected for several monhs after the end of the fiscal year and

expenses are re«)rded even tnugh they may not have used cash during the cunent year.

Although the statement of activ¡t¡es looks different from a mmmerc¡al enterprise's ¡ncome statement, the difference is only in

format, nol substance. Whereas the bottom l¡ne ¡n a commercial enterprise represents its net income, the Mun¡cipality reports an

amount described as net change ¡n net posit¡ons, which ¡s essenüally the same concept.

The focus of the statement of activities is on the net cost of various activities provided by he Municipality. The statement begins

with a column that identifies the cost of each of the Municipality's major funcüons. Another column identifies the revenues that
are specif¡cally related to the classified govemmental functions. The d¡fference between ún expenses and revenues related to
specific functions/programs ident¡fies the extent to which each function ofthe Mun¡c¡pality draws from general revenues or is sel!
financing thrcugh fees, intergovemmental a¡d, and other sources of resources.

This statement also presents a comparison between direct expenses and program revenues for each function of the Municipality.

Both of the govemment-wide financial statements of the Municipality are principally supported by taxes and intergovemmental
revenues. The govemmental activit¡es of the Municipality include; mayor and munic¡pal leg¡slature, general govemment, publ¡c

safety, public works, culture and recreation, health and sanitaüon, human serv¡ces and vielfare, uóan development, educat¡on

and interesb. Property taxes, volume of business taxes, sales taxes, and state and federal grants finance most of these act¡vit¡es.



COMI'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FUND FINANCIAL STATEMENTS

The Municipality's fund financial statements consist of: (1)the balance sheet and (2)the statement of revenues, expenditures and

changes in fund balances. These financial statements report he financial position and the results ofoperat¡ons ofthe Municipal¡ty's

govemmental funds, w¡th an emphasis on the Municipali§'s maior govemmental funds.

A fund is a grouping of related accounts lhat ¡s used to mainta¡n control over resources hat have been segregated for specific

activities or obiecüves. The Mun¡c¡pality, like most other state and local govemments, uses fund accounting to ensure and

demonstrate compl¡ance with fnance-related legal requirements. Each fund is cons¡dered an ¡ndependent fiscal entity accounted

for within a set of self-balancing accounts that comprise ¡b assets, liabilities, fund equ¡ty, revenue, and expenditures. Fund

accounting segregates funds according to the¡r ¡ntended purpose and ¡s used to a¡d management in demonstrating compliance

with legal, financial and mntractual prov¡s¡ons.

GOVERNMENTAL FUNDS

The Municipality's bas¡c services are reported ¡n the govemment fund financial statemenb. The govemment funds are reported

using an accounting method called modified accrual accounting, which measures cash and all other financial assets that can

readily be mnverted into cash. Govemmental funds are used to account for essentially the same functions reported as
govemmental activities in the govemment-wide financial statements. However, unl¡ke the govemment-wide fnanc¡al statements,

govemmental fund financial statemenb focus on near-tem inflows and outflows of spendable resources, as well as on balances

of spendable resources available at the end of the fiscal year. Such informalion may be useful in evaluating a govemments near-

tem f¡nanc¡ng requirements. Because the focus of govemmental funds is nanower than that of the govemment-wide fnancial
statements, it is useful to compare the information presented for govemmental funds with similar information presented for
govemmental activit¡es ¡n the govemment-wide f¡nanc¡al statements. By doing so, readers may better understand the long{erm
impact of the govemment's near{erm f¡nanc¡ng dec¡sions.

The Municipality adopb an annual appropriated budgetfor ib generalfund. A budgetary comparison statement has been prov¡ded

for the general fund to demonstrate compl¡ance w¡th this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide addit¡onal information that is essential to a full understanding of the data provided in the govemment-wide and

fu nd fi nanc¡al statements.

OTHER INFORMATION

ln addition to the basic financ¡al statemenb and accompanying notes, th¡s report also presents certain requ¡red supplementary
information conta¡ning budget to actual comparisons for the general and major funds.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUI{ABO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNi,lENT-WIDE FINANCIAL ANALYSIS

GOVERT.IMENTAL NET POSITION

As noted earlier, net posit¡on may serve over time as a useful ¡nd¡cator of a govemments financial position. The net pos¡tion of

the Municipality decreased by $813,157 during the curent fiscal year. The Municipality's net position includes investments ¡n

Capital Assets for $14,536,939, net of related debt. The Municipality's net position at the end of the fiscal year ended on June 30,

2015 was $6,023,208, as detailed on Table l.

Table I
Statement of Net Position

Cunent and nonqrrent assets

Cap¡tal assets

Total Assets

Cunent l¡abilities

Long-term l¡ab¡l¡ties

Total Liab¡lit¡es

Defened lnflows of Resources

Net position:

lnvestnent in cap¡tal assets, net

of related debt
Restricted

Un restricted deficit

Total Net Position

2015

$ 8,670,814
23,474,939

____32145¿93

7,247,350
18,841,068

____?q9qq48

33,127

2011

$ 6,214,222
24,098,365

30,312,587

4,526,'183

18,950,039

23,476,4n

14,536,939 '12,533,365

2,717,731 3,884,335
(11,231,462\ (9,581,335)

$ 6,023,208 $ 6,836,365

The largest portion of the Municipality's net positions refecb its ¡nvestment ¡n cap¡tal assets (e.9. land, bu¡ldings, mach¡nery and

equipment), less any related debt used to acquire those assets still outstanding. These cap¡tal assets are used to povide services
- to citizens; mnsequently, these assets are not available for future spending. lt should also be noted hat the resources required

to repay the related debt must be proüded from oher sources, since he cap¡tal assets themselves cannot be used to liquidate

these liabilities. An additional portion of he Municipality's net pos¡t¡ons represents resources that are subject to extemal
restrictions on how they may be used.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNMENT-WIDE FINA}¡CIAL ANALYSIS (CONTINUED)

GOVERNMENTAL ACTIVITIES

Govemmental activities decrcased the Municipali§'s net posit¡ons. Key elemenb of this decrcase are as follows: the Mun¡c¡pal¡ty's

govemmental activities had net expenses of$10,812,992. However, these services are intended to be primarily funded by taxes,

as opposed to charges for services and grants, and those taxes and other general revenues did not exceed net expenses by

$813,157.

The following schedule (as detailed on Table 2) presents the revenues and expenses for the cunent fiscal year:

Table2
S-tatement of Activities (in thousandsl

Revenues
Operating grants and contributions
Capital grants and contribuüons

General revenues:

Poperty taxes
Volume of business taxes

Sales taxes
Construction Excise tax

lntergovemmental
Charges for services
Other General revenues

Total revenues

Expenses
Mayor and Mun¡cipal Legislature

General Govemment
Public safety
Publ¡c works
Health and sanitation
Culture and recreation

Human services and welfare
Uóan development
Education

lnterest on long-tem debts

Total expenses

Changes ¡n net position

Net pos¡tion - beg¡nning

Net position - ending

2015

$ 8,598,536
1,969,980

1,0'12,586

174,567

1,062,664
138,136

6,772103
506,202
839,779

21,074,553

238,465

6,323,438
497,070

1,894,220
2,257,753

592,487
1,944,624

1,425,266
6,020,270

694,117

21,887,710

(813,157)

6,836,365

$ 6,023,208

2014

$ 4,726,035
2,470,146

1,196,102
148,236

989,333
52,366

6,979,606
1,165,568

48,006

17,775,398

242,453
3,965,'t ¿t4

536,109
3,459,,148

2,223,fi2
593,454

1,992,135
1,496,057
3,158,289

684,571

18,351,162

(575,764)

7,412,129

$ 6,836,365



COi'i,ON}VEALTH OF PUERTO RICO

MUNICIPALIWOF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FINANCL{L ANALYSIS OF THE MUNICIPALITY'S FUNDS

The Municipality uses fund accounting to ensure and demonstrate compl¡ance w¡th related legal and mntracfual requ¡rements.

Table 3
Balance Sheet (in thousandsl

Assets:
Total assets - Major Funds

Total assets - Ofier Funds

Combined total asseb

L¡abi!¡ties:

Total l¡abilities - Major Funds

Total liabilities - O$er Funds

Comb¡ned total l¡abil¡ties

Defened lnflows of Resources:

Total lnnows - Maior Funds

Fund Balances (As Restated):

Restricted

Committed
Unass¡gned

Combined total fund balances

Total liabilitios and fund balances

2015

$ 7,318,570
2,128,228

9,446,798

7,490,200

1,488,'157

8,978,357

33J27

2,390,579
(359,379)

(1,595,886)

435,314

$ 9,446,798

m14

$ 4,924,533

1,994,596

6,919,129

5,208,439
1,009,801

6,218,240

2,710,669

186,516
(2,196,296)

700,889

$ 6,919,129

Table 4
Chanqes in Fund Balances (in thousands)

Revenues:
Tolal revenues - Maior Funds

Total revenues - Other Funds

Comb¡ned total revenues

Expenditures:
Total expenditures - Major Funds

Total expenditures - Oher Funds

Comb¡ned total expendifu res

Oher financing sources (uses):

Proceed from issuance of bonds
Transfer - ln

Transfer - Out

Combined oher financing sources (uses), net

Net changes ¡n fund balance

Fund Balance - beginning, as restated

Fund Balance - end¡ng

ml1

$ 13,082,395
4,726,926

17 ,809,321

14,133,146

4,697,194

18,830,340

2,820,000
1,185,389

(1,185,389)

2,820,000

(265,575) 1,798,981

700,889 (1,098,092)

135,314 700,889

2015

$ 14,80'1,417

6,306,261

21,107,678

14,865,901

6,507,352

2t,373,253

2.416.171
(2,416,171\

10



COMi'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNMEI{T FUNDS

The Municipality's Govemmental Funds information is useful ¡n assess¡ng the Municipali§'s financial requirements. At the end of
- the fscalyear any rcsource available forspending should be measured by the unassigned fund balance. ln the cunent fiscal year,

the Mun¡cipality's Govemmental Funds rcported an ending superavit of $435,314.

Restricted fund balance is to cover balances show as follotls:

$999,450 are resticted to indicate that it is not ava¡lable for new spending because it has already been segregated;
. $1,134,584 are restricted to pay debt services;
. $256,575 are resúicted to pay debt services from general fund.

The Municipality's Govemmental Funds include üe General Fund, which is he ma.jor operaüon fund of the Municipality and as of
June 30, 2015, it showed an unass¡gned deficit of $1,595,886. This deficit was caused by the excess of expend¡tures over

revenues during the past years. ln the Other Govemmental Funds, it showed a committed deficit of $359,379 that which was

caused by the excess of expenditures over revenues in the Municipal Hospital Fund.

CAPITAL ASSETS AND DEBT ADMINISTRATION

\' 
tNvESTtENTtNcAPtrALAssEts

The Munic¡palitys investment ¡n capital asseb for ¡b govemmental type activ¡ties as of June 30, 2015 amounted to $23,474,939
(net of accumulated depreciaüon). Th¡s investment in capital asseb includes land, buildings, improvements, machinery and

equipmenl parks, roads, and bridges. Table 5 present the major classes of cap¡tal assets (net of accumulated depreciation):

Table 5
Capital Asseb Amount

$ 12,820,950

90,000
952,313

9.6f 1.676

§_2X424,939

- REAL ESTATE HELD FORSALE

On July 6, 2009, he Mun¡c¡pal¡ty enter into an agreement with the Commissioner of Municipal Afia¡rs to part¡c¡pated ¡n a
construcction of a e¡ght aparlmenb bu¡lding, for low and very low inmme families, fnanced with funds provided by the Federal
program CDBG- Neighborhood Stabilizaüon Program. At June 30, 2015, real estate held for sale presented in the govemmental

wide statement of net position, related to these constructions, amounted $987,f50.

Construction in progress

Works of art
Land

Depreciable capital assets

Total Assets

11



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

CAPITAL ASSETS AND DEBT ADMINISTRATIOI{ (CONTINUED)

LONG-TERM DEBT

At June 30, 20í5, the Municipal¡ty had a total of $18,841,068 in general obligations and ohes outstand¡ng debb, as shown in

Table 6. Of this amount, $13,'110,000 comprises debl backed by the full fa¡h and cred¡t of the govemment and $5,731,068 are

other obligalions.

Table 6
Lonq ferm Debts Amount

General obligations
Section 108 Guaranteed Loan

Othes

Total Long Term Debts

$ 13,r10,000
1,998,000

3.733.068

§18.84L0§8

The Municipalis is rcquired to l¡mit the amount of general obligation debt to 10% of the total assessrpnt of property located w¡th¡n

the Municipality in oder for the bonds to be repa¡d with he proceeds of propery taxes restricted for debt services. Other

obl¡gations include accrued vacation and sick leave, debt agreemenb, advances of property taxes and others. t\,tore deta¡led

information about the Mun¡cipality's long{erm liabilities is presented in the notes to the financ¡al statements. The Municipali§

continues to meet its financ¡al needs hrough prudent use of its revenues and creative debt financing progE¡ms.

GENERAL FUND BUDGETARY HIGHLIGHTS:

The Budgetary Comparison Schedule - General Fund shows úe original adopted budget, the fnal revised budget, actual resulb,

and variances between final and actual budgeted amounts for the General Fund. An original budget is presented by the Mayor

and approved by the Mun¡c¡pal¡ty's Legislative Body in an ordinary session, but it may be revised for various reasons and

c¡rcumstances, or due to unanticipated budgeted issues that arise during the normal course ofüe fiscal year.

ECONOMIC FACTOR AND i{EXT YEAR'S BUDGETS

The Municipali§ rel¡es primarily on lntergovemmental Revenues as well as Federal F¡nanc¡al Assistance to carry out the

Govemmental Activities. Historically, these amounts have been predictable for every fiscal year, pmviding the Municipality with

yearly increases. Federal F¡nancial Ass¡stance may vary if new grants are available, but revenue is also predictable.

Local, national and ¡ntemational economics factors may influence the Mun¡c¡pality's revenues, positively or negatively. Positive

economic grow is conelated with increased revenues from property taxes, volume of business tax, charges for services, as well

as State and Federal Grants. ln a local economy, the growth may be monitored by a variety of ¡ndicators such as employment
growth, unemployment, new constructions, assessed valuation, and other revenues.

All these factors w¡ll be considered when preparing the budget for the year ending on June 30, 20í5, as well as the increases in
property and volume of business tax rates that w¡ll be in efiect for that ñscal year.

12



COITI,IONWEALTH OF PUERTO RICO

MUi¡ICIPALITY OF MAUNABO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FINAL COI¡IMET{TS

. lmplementation of Acts No. l8 and No. 19 of20l¿l

The dispositions established by Acts No. l8 and No. 19 of 2014 related to the municipal sales and use tax became effective

on July 1, 2014. The most sign¡fcant changes are the creation of the Municipal Finance Corporat¡on (COFIM) and, for the

municipalities covered by these Acb, the new collection method of he 1% municipal sales and use lax and the

establ¡shment of a monthly advances system for the transfem of the .2% destined for the Municipal Development Fund

(FDM) and of he .2% related to the Municipal Redempüon Fund (FRM).

For those municipalities that signed the agreement to be covered by these Acb (including the Municipality of Santa lsabel),

the transfers to be made by the Govemmental Development Bank (GDB)ofthe .2% destined for the FDM and of the .2%

related to the FRM will be bmed on a system of monürly advances: each monh the GDB w¡ll make he FDM and FRM

transfers based on the amounts collected that same month in the preceding fiscal year (2013-2014). At the end of the year,

a settlement will be made comparing the actual collections of the FDM and FRM with he monthly advances made to each

municipali§.

lf actual collections exóeed the total advances received, an account receivable from GDB will be recognized; if actual

collecüons are less than he total advances, a payable to the GDB will be recognized and amortized through úttholdings
from flrture advances. For municipalities not covered by these Acts, the monhly transfers will be made based on actual

collect¡ons.

As stated in Act No. 19, the 170 conesponding to the municipalities' sales and use tax will be deposited in COFIM. From

these funds COFIM w¡ll deposit to the COFIM'S s¡nk¡ng fund the greater of: .3% of the 1% municipal sales and use tax or
an Annual Rental Fee (RFA). The RFA for fiscal year 20'14-20'15 will be $65,541,281 and, hereafter, 1.5% ofthe RFA of

the preceding ñscal period. The excess ofthe requircd depos¡t to the COFIM's sinking fund (.7% ofthe 1% ofthe municipal

sales and use tax) will be transfened to the general fund of municipalities covered by he agreement or to the FRM as

decided by the municipality. Before the transfer of he .7% to the municipalities covered by he Act, COFIM will transfer the

1% municipal sales and use lax to the municipalities not covered by the Act.

On September 1, 2014, the s¡xteen municipal¡ties that mllect their sales and use tax hrough the P.R. Department of
Treasury (Aguadilla, Aibonito, Anoyo, Bananquitas, Ciales, Culebra, Hatillo, Juncos, Lajas, Lares, Maricao, Maunabo,

Naguabo, Patillas, Peñuelas and Rincon) began participating on a pilot program forthe collect¡on of he 1% munic¡pal sales

and use tax through COFIM. ln this program, a standard monthly sales and use tax retum was created to be used by the

retailers of these munic¡pal¡ties. The monthly retums were filed ¡n the bank branches of the financial institution designated

by COFIM to be ¡b intermediary, the Popular Bank of Puerto Rico (BPPR, by its acronyms in Spanish). BPPR would

electronically process the retums and submit their data to COFIM. However, beginning November l, 2014, the retailers

also had the opüon of using COFIM's intemet portal to electronically file and pay the retum.

However, for those munic¡pal¡ties hat voluntary decided to use COFIM'S ¡ntemet portal or collection process thrcugh the
BPPR, the¡r ¡mplementation date was December 1, 2014. For those municipalities that want to be certified as colleclion

agents for COFIM, the ¡mplementation date is January 1, 2015. As collection agenb for COFIM, the reta¡lers of these

municipalities have the option of filing and paying the monthly sales and use tax in the municipal¡ty's Collection Office. The

Collection Office's personnel have the responsib¡l¡ty to depos¡t ihe da¡ly sales and use tax collections ¡n the bank account

designated by COFIM, and also submit electronically the retums' data to the agency for processing in COFIM's data base.

13



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

MANAGEMENTS DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30,2015

FINAL COMMENTS (CONTINUED)

. lmplementation of Act No. 57 of May, 201r1 Puerto Rico Energetic Transformation and Relief Act

On May 22,2014, the Commonwealth Lqislature approved Act No. 57 that includes the adoption of an aggressive public

pol¡cy of energy conservation and use by the Public Sector fac¡l¡ties. Sa¡d Act established, among otherth¡ngs, a sign¡ficant

amendment to the actual calculation of the Annual Contribut¡on in Lieu of Taxes lhat he Puerto R¡co Electric Porcr
Authority (PREPA) must pay to the Municipalities. This amendment ¡ncludes: (1) A mechan¡sm to achieve effc¡ency ¡n the

energy used by the municipalities, by establ¡sh¡ng a maximum base amount on the annual energy mnsumption; (2) An

spec¡al ¡ncentive to all municipal¡ties hat mmply with the base amount detemined as the maximum annual energy
consumption; and (3) A uniform formula to calculate the maximum base amount of annual consumption that will be

measund in a threeyear interval. Said Act delegated the oveBight and regulatory functions to the Stale office of Energetic

Public Policy and to the Energy Regulatory Commission. These changes will apply to he fiscal yea¡ 2014-2015.

Management has evaluated subsequent events through December 15, 2015, which is the date the financial statements were

ava¡lable to be issued and determined that no material subsequent events require an estimate to be recorded or add¡t¡onal

disclosure as of June 30, 2015.

CONTACTING THE illuNICIPALITY'S OFFICE OF FINANACIAL MANAGEMENT

This report is designed to proüde a general overv¡ew of the Municipality's finances and to demonstrate the accountabili§ for the
money it receives. lf you have any questions about th¡s report or need addiüonal informaüon, contact the Municipality's Finances

Department at (787) 861-0825.
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COfIIi¡IONYYEALTH OF PUERTO RICO
MUNICIPALITY OF ][¡IAUNABO

STATEM ENT OF NET POSITION
June 30,2015

Governmental
Acüvities

ASSETS

Cash
Cash w¡th Fiscal Agent
Rece¡vables (net):

Property T ax
Sales Tax
lntergo\emmental
Federal Grants
Others

Real Estate Held for Sale

Capital Assets:

Land, Wofk ofArts, and Constuction ¡n Progress

Other Capital Assets, Net of Deprec¡aüon

Total Capital Asseb

TOTAL ASSETS

LIABILITIES
Accounts Payable and Accrued Expenses

Bonds Payable

Accrued lnbrest
Due b Go\,emmental Un¡ts

Uneamed Re\,enues
Long-Term Liab¡l¡ties:

Due within One Year

Due in More lhan One Year

TOTAL LIABILITIES

DEFERRED INFLOI'I'S OF RESOURCES

NET POSITION
ln\,ested ¡n Cap¡tal Assets, Netof Relabd Debt

Resficted for:
Debt Señ¡ce
OlheG Purposes

UnresficEd

TOTAL NET POSITION

See accompan!,ing Notes b Basic F¡nanc¡al Statements.

$ 422.523
2,063,O92

25,417
6,389

54,000
5,109,444

2,799

7,683,664

987,150

13,863,263
9,6r 1,676

23,474,939

32,145,753

5,775,551
430,000
210,174
479,445
352,776

1,183,610
17,657,454

26,089,418

33,127

14,536,939

,t,134,584

1,543,147
('11,231,462)

$ 6,023208
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Fu n c{io n srProg raíB

COfIIiIOI{VIEALTH OF PUERTO RICO

iIUNICIPALITYOF AUT{ABO

STATE ENT OF ACTIVTIES

FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

Program Revenues

Expenses

Operat¡ng Cap¡tal

Charg$ Grants and Grants and Net (Expense)

forservices Contr¡büt¡ons Contr¡butions Revenue

238,465

6,323,438

497,070

1,894,220

592,487

2,257,753

1,944,624

't,425,266

6,020,270

694,1',17

s 2r,887,710 $ so6ro2 $ 8,598,536 $ 1B69,980 (r0,8r2892)

Govenmental Activiües:

Ma)or and Municipal Leg¡slature

General Go\emment

Publ¡c SaEty

Public \ly'orks

Cultire and Recreaüon

Healh and San¡hüon

Human Sen¡ces and Welfure

Urban De\Elopment

Education

lntereston Long-Term Debt

Total Govern mental Acliv¡t¡es

831

217

69,483

205,000

695y'98

1,2',t9,937

341,310

6,067,09t

1,969,980

$ (238,465)

(6,322,607\

(496,853)

('t,824,737).

(387,487)

(1,056,884)

(724,687].

886,024

46,821

(694,r 17)

e-

505,371

General Re\€nues:

Taxes:

ProperlyTax, leüed for General Purposes

Property T ax, leüed fur Oebt Senices

Volume of Business Tax

Sales Tax

Construclion Excise Tax

lnbrgo\Emmentsl

Rent

Miscellaneous

Tohl General Re\énues

CHANGE IN NEf POSITION

Net Positon - Beginn¡ng ofYear

NEf POSITION . EI{D OF YEAR

7U,8't'l
277,775

174,567

1,062,664

138,136

6,772,',t03

30,722

809,057

9,999,835

(8r3,r57)

6,836,365

6,023,208

16
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COIIfIONI'I'EALTH OF RJERTO RICO

UNICIPALITY OF Í¡IAUNABO

BALANCE S+IEET - GOVERNMENTAL FUNDS

June 30,20'15

General

Fund

Debt

Service
Fund

School
lmprovement Other Total

Grant GoYernmental Governmental

Fund Funds Funds

ASSETS

Cash

Cash wih Fiscal¡gent

Recei\6bles:

Property Tax

Sales Tax

lnbrgo\émmental

FederalGranb

Due fom OherFunds

Ohers

Total Assets

LIABILITIES, DEFERRED INFLOI'YS OF

RESOURCES AI{D FUND BALANCES

Liab¡l¡lies

Accounb Pafable and Accrued L¡ab¡l¡ties

Bonds and NoEs Payable

Accrued lnbrest

Due t Go\emmental Un¡b

Due b Other Funds

Uneamed Rerénues

Total Liab¡l¡ties

Defened lnlonls of Resources

Una\ailable Re\€nues:

Pmperty T axes

Total Debfied lnlows ol Resources

Fund Balances

RestricEd

Comm¡üed

Unass¡9ned

Tobl Fund Balances

TOTAL LIABILITIES, DEFERRED INFLOIIIS

OF RESOURCES AND FUND BALANCES

775,35r 1;171,762 4,768157 2,128228 $ 9/46,798

6,79'l

256,545

33,127

6,389

472,499

1,749,U5

25,417

415,732 $

57,202

422,523

2,063,092

58,544

6,389

54,000

5,109,444

't,730,007

2,799

4,768,457

54,000

340,987

1,257,508

2,799

810,305

479,U5

661338

129,977

430,000

210,178

4,538,457

230,000

426,789

838,569

222,799

5,775,551

430,000

2',10,178

479,U5

1,730,007

352,776

2,081,565 640,178 4,768,457 1,488,157 8,978,357

33,127

$,a,
33,127

33,127

256,545

(1,595,886)

1,134,584 999,450

(359,379)

2,390,579

(359,379)

(1,59s,886)

(1,339,341) 1,1U,5U 640,071 435,3't4

See accompanling Nobs to Bas¡c F¡nanc¡al SbEmenb.

775,351
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

RECONCILIATIO}¡ OF THE BALAT{CE SHEET - GOVERNI'ENTAL FUNDS

TO STATEMENT OF NET POSITIO}¡

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

Total Fund Balances - Govemmental Funds

Amounts repoded for Govemmental Act¡v¡t¡es ¡n lhe Statement of Net Position are different because:

Cap¡tal Assets used ¡n govemmental acliv¡ties are not financial nsources and therefore are

not reported in the funds. ln the cunent period, these amounts aÍe:

Non Depreciable Capital Assets

Deprec¡able Capital Assets
lnfrastructure Assets
Accumulated Depreciat¡on

Total Capital Assets

Real Estate Held for Sale ¡s not a curent financial resource and

Therefore, ¡s not reported in the funds

Some of the Municipality's revenues will be collected after year+nd

but are not ava¡lable soon enough to pay for he cunent period's

expenditures and herefore are defered in the funds:

Some liabilities are nol due and payable ¡n the cunent period and therefore are not reported

¡n the funds. Those l¡ab¡lit¡es cons¡st of:

General Bonds and Notes Payable

Compensated Absences
Property Tax Debt - Law 42
Ret¡rement Agreement
Aqueduct and Sewer Authori§ Agreement
Section 108 Guaranteed Loan

Claims & Judgments
Total Long-Term Liabilities

Total Net Position of Govemmental Ac{ivities

$ 13,863,263

12,902,U6
8,238,091

(11,529,26'l)

s435,3r4

23,474,939

987,150

(33,127r,

ft 8.84r.068)

§__c,023¿0E

13,110,000

1,995,909

1,125,448
24,488

274,804
1,998,000

312.419

See accompanying Notes to Bas¡c Financial Statements.
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cOMft¡IONU/EALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

STATEITI ENT OF REVENUES, EXPENOITURES, AND CHANGES lN FUNO BALANCE ' GOVERNf{ENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30,2OI5

General
Fund

Debt
Serv¡ce

Fu nd

School
lmprovement Other Total

Grant Governmental Governmental
Fund Funds Funds

REVENUES

PropertyTaxes
Sales Tax
Volume of Bu§ness Taxes

Federal Assistances

lntergo\emmental

Cha€esfor Se^¡ces
Consuuction Excise Tax
Rent

M¡scellaneous

TotalRe\Énues

EXPENDITURES

Cunent:
Malor and Municipal Leg¡slature

General Go\emment
Public Satuty

Public !¡¡crks

Culture and Recreation

Health and San¡taüon

Human Se^¡ces and \ /elfare

Urban De\,elopment

Educalion

DebtSen¡ice:
Princ¡pal

lnterest and Other Charges

TotalExpenditures

Excess (deficiency) ol re\eñues o\er (under)

expend¡tures

orHER FtNANCTNG SOURCES (USES)

Proceed of Bonds

Trañsbrs - ln
T ransfers - Out

Total Other F¡ñanc¡ng Sources and Uses

4,772,589 -t,260,371 4,768,457 6,306,26't 21,107,678

767,938

80,867
174,567

6,772,103

138,136

30,722

808,256

277,775

981,797
$ 1,045,713

1,062,664
't74,567

7,102,746

10,228,424

506,202
138,136

30,722

818,5007S9

4,768357 23U,249
3A56,325

s06,202

9,445

136,641

s,282,453
434,4U

1,625,390

556,436

535,469

310,540

61,191

144,7',t3 4,768457

43'1,336

16,329

't,677,277

1,590,295

1,364,075

1,147,100

167,000

113,940

136,641

5,713,789

450,763
1,625,390

556136
2,212,746
1,900,835
't,425,266

6.020,270

637.000
694,117

470,000
580,177

I,M7,267 1,050,'t77 4,764,457 6,507,352 21,373,253

(274,678)

1373,4U
(498.746)

875,088

210,1

200,650
(745,589)

(201,09r)

841,687
(1,171,836)

(265,575)

2416,',t71

(2A16,171\

(5214,939) (330,149)

NetChange ¡n Fund Balances 600,4't0

(1.939,751)

(334,745)

1169,329

(531,240)

1,17't,31'l

(265,575)

700,889

$ (r,339,34r) 1,134,584

See accompan!,ing Nobs to Ba§c F¡nanc¡al Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

RECONCILIATIOI{ OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
TO STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2OI5

Net Change in Fund Balances - Total Govemmental Funds ($265,575)

Amounts reported for Govemmental Activ¡ties in the Statement of Activiües

are different b€cause:

Govemmental funds report capital outlays as expenditures. However, ¡n he Slalement of
Act¡vities the cost of those assets is allocated over their estimated useful lives and reported

as depreciaüon expense. ln the cunent period, these amounts are:

Urban Development and Capital Outay $
Depreciation Expense (623.426)

Excess of Cap¡tal Outlay over Depreciat¡on Expense (623,4261

Revenues ¡n the Statement of Revenues that conespond to prior year resources are
Recoded as rcvenue ¡n the Statement of Activiües (33,127)

Repayment of debt proceeds princ¡pal ¡s expendilure in the govemmental funds, but the repayment

reduces Long-Term Liabiliües in the Statement of Net Posit¡on. ln the cunent year the
repayments were. 470,000

Some expenses reported in the Statement of Activ¡ties do not require he use of cunent
financial resources and therefore are not reported as expenditures in govemmental funds.

These act¡vities mns¡st of:

lncrease in State Aqueduct and Sewer Authority - Debt Agreement (274,804l.

Decrease in Bonds 10,000

Decrease in Property Tax Debt - MRCC '157,633

Decrease in Property Tax Debt - Law 42 34,928

- Decrease in Section 108 Guaranteed Loan 167,000

lncrease in Compensated Absences (357,498)

lncrease in Retirement System Admin¡stration - Debt Agreement (24,488)

lncrease in Claims & Judgments m.800)
TotalAddit¡onal Expenditures (361.029)

- Change in Net Position of Govemmental Aclivities §lElIXtZ)

See acmmpanying Notes to Basic F¡nancial Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF ÍIIAUNABO

BUDGETARY COiIPARISON SCHEDULE - GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2(,I5

Budoeted Amounts
Original Final

Aciual Amounts
(Budgetary Basis)

Variance with
Final Budget

Positive
(Negative)

REVEilUES:
Property taxes

Volume of Bus¡ness Taxes

Sales Tar
lnlergovemmentrl Revenues

Constuction Excise Tax
Rent of Property

Miscellaneous

Toial revenues

EXPENDITURES, ENCUiIIBRAT{CES AND
OTHER FINANCING USES:

Cunent:
Mayor and Municipal Leg¡slature

GeneEl govemment

Public safety
Public works
Culfure and Recreation
Healh and Sanitation
Human Service and Welfare

Education
Transfer Out

Total exponditures, encumbrances and other
f¡nancing uses 9.068.466 9.298.466

$_______________

$ 736,564
198,500

u,975
6,U2,627

225,000
69,000

911.800

9.068.466

150,341

5,242,387
562,269

1,510,2U
597,858
495,967

199,293
91,617

218.500

$ 736,564

198,500
84,975

7,072,627

225,000
69,000

911.800

$ 767,938
174,567

80,867

6,772,103
138,136
30í22

808.256

8.772.589

$ 31,374
(23,933)

(4,108)
(300,524)

(86,864)
(38,278)

(103.544)

625.877\

150,956

5,554,821

457,360
1,403,952

554,967
u2,468
138,422

105,'1 '13

390.407

144,U6
5,215,882

450,384
1,688,823

556,436
511,354

314,157
1U,713
225.181

L211.776

$É3U3A

6,110
338,939

6,976
(2U,871],

(1,469)

31,114
(175,735)

400
165.2%

86.690

$!8tu8A

EXCESS (DEF|C|ENCY) OF REVENUES OVER

{UNDER} EXPEI{DITURES, ENCUTIBRANCES

AND OTHER FINANCING SOURCES (USES)

EXPLANATION OF DIFFERENCE BETWEEN BUDGETARY INFLOWS AND OUTFLOWS AND GAAP REVENUES AND EXPENSES

Source§rinfl ows of resources:
Actual amounls (budgetary bas¡s) "ava¡lable for appropriatlon' from the budgelary comparison sdEdule

D¡fferences-budget to GAAP

Tolal revenues as reported on he statement of revenues, expenditures, and danges in fund balances

Usesroumows of resourcE:
Aclual amounts (budgetary basis) total charges to appropriations' from the budgetary comparison sóedule .

Differences-budget to GAAP:

Prior year expenditures are not outflows of budgetary resources, but are expenditure for financial purposes

Encumbrances for supplies and equipment ordered, bul not received, are reported in the year he order is placed for
budgetiary reporting purposes

Transfers to oher funds are outflows of budgetary resources but are not expendifures for financial reporting purposes

Total expend¡tures as reported on he statement of revenues, expendifures, and changes in fund balances

$ 8,772,589

:

l___8J22t89

s 9,211,776

274,455

(213,783)
(225.181\

s _9,04¿202
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTE TO THE BASIC FINANCIAL STATEI'ENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2(lI5

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipali§ ofMaunabo, Puerto Rico (Municipality)was founded in the year 1799, and operates as a local govemmental

unit ofthe Commonwealth of Puerto Rico, under the Law Number 81 ofAugust 30, 1991, known as'Autonomy Municipalities

Law of the Commonwealth of Puerto Rico". The govemmental system of the Municipali§ is mmposed of the execut¡ve and

legislative bodies. The Mayor is the Chief Executive Ofrcer and ¡s elected every four years in he general elections of the

Commonwealth of Puerto Rico. The legislative body cons¡sts of 12 Legislators also elected ¡n the general elections of Puerto

Rico for a four-year period. The General Jusüce Court System of the Commonwealth, wh¡ch has jurisdiction over the

Municipali§, exercises the judiciary power.

The Municipali§ assumes respons¡bil¡ty for pmviding services to its citizens related to public housing, welfare, public safety,

health, sanitation, education, culture, recreaüon, uóan and economic development, and many other general and

adm¡n¡strative duties.

The accounting policies of the Mun¡c¡pal¡ty conform to accounting principles generally accepted in the United States of
America as applicable to govemmental unib. The following is a summary of the more sign¡ficant pol¡c¡es.

A. Financial Reporting Model

The accompanying basic financial statements present the financial position of the govemmental actiüties, each major
govemmental fund, and the aggregate remaining fund informat¡on of the Munic¡pality at June 30, 20,l5, ¡n conform¡ty with

Accounting Principles Generally Accepted in the United States of America (GMP), as prescribed by lhe Govemmental
Accounting Statdards Board (GASB). ln add¡t¡on, the accompanying bas¡c financ¡al statements present the changes ¡n

the financial position (results of operations) of the govemmental activit¡es, each major govemmental fund, and the
aggregate remaining fund information for the fiscal year ended June 30,2015 in conformity with GMP.

According to the financial reporting model establ¡shed by GASB No. 34, the minimum required fnancial statement
presentat¡on appl¡cable to üe Municipality is composed of the following elements: (1) govemment-w¡de f¡nancial

statements (GWFS), (2) govemmental fund financ¡al statements (GFFS), (3) notes to basic financial statements, and (4)

required supplementary information (RSl).

RSI cons¡sts of a ('l) Management Discussion and Analysis (MD&A) and a Budgetary Comparison Schedule - General

Fund, this is unaudited supplementary ¡nformalion required by GAAP presented along w¡th, but separate ftom, the
Municipali§'s basic f¡nancial statements.

The MD&A ¡s a narat¡ve report that introduces the accompany¡ng basic financ¡al statements and provides an analytical
overview of the Munic¡pal¡ty's f¡nancial activiües for the yearended June 30, 2015, based on the Municipality's knowledge
of the transactions, events and conditions reflected in the basic fnancial statements. The MD&A also highlights certain
key fiscal policies hat controlúle Municipality's operations.

The Budgetary Comparison Schedule - General Fund is a comparison of the actual resulb (us¡ng the budgetary basis of
accounting, which differs from GAAP) with the original budget and the final amended budget for the General Fund. A
budget to GMP reconciliation is presented providing ¡nformation of differences between the budgetary basis of
accounting and GMP.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES T0 THE BASIC FINANCIAL STATEI,IENTS (CO|¡TINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

L SUMMARY OF STGNIFICANT ACCOUNTING PoLICIES (CONTINUED)

B. Financial Reporting Entity

Ttc accompanying basic f¡nancial statemenb include alldepartments, agenc¡es and rriJn¡cipalentities that: (1) are under

the legal and adm¡n¡strative mntrol of the Mayor and (2) whose funds are under the legal custody and control of the

Municipality's Director of Finance and Budget, as prescribed by Law No. 81.

The Municipalit/s nunagement has mnsidered all potenttal component units for which it nny be finarrcially accountable

and other legally separate organbations for which the nature and signifrcarrce of their relationship with the Mun¡c¡pality

may be such that exclusion of their basic financial statements tom those of the Municipality would cause the

Municipali§'s basic financial statements to be misleading or ¡ncomplete.

The Municipality's management has mrrcluded thát, based on the criteria sd forth by GASB Statement No. 14 - 7fte

Finarcial Repoling Enú;fy (GASB No. '14) and GASB Statement No. 3$- Defermining Wheher Ceftain Orgmizdions
are Component Un fs (GASB No. 39), thae are no legally separate entities or organizatons that should be reported as

component units of the Municipality as of June 30, 2015 mr for the year then ended.

C. Govemment-Wde Financial Statements (GWFS)

The govemment-wide financial statements (the Statement of Net Position and the Statement of Activit¡es) report

information of all he activities of the Mun¡c¡pality. For most part, the efbct of inter-fund activity has been removed from

these govemment-wide financial statemenb. Govemmenhl activities, which normally are supported by Exes and

intergovemmental revenues, are reported separately from business-type act¡vit¡es, wh¡ch rely to a s¡gn¡ficant extent on

fees and chages for support.

The focus of the Statement of Net Posit¡on is designed to be similar to bottom l¡ne resulb for the Municipality and its
govemmental activities. This statement comb¡nes and consolidates govemmental fund's cunent financial resources
(short{erm expendable resources) with capital assets and long{erm obligations.

Net position are classified in he accompany¡ng statement of nel posilion within the following three categories:

¡ lnvested in Capital Assets, tl,et of Relled Debt - These consist of capital asseb, net of accumulated

depreciation and amort2ation, reduced by the outstanding bahrrces of bonds, notes and other debt that are

attributed to the acqubition, mrstruction or inprovement of those assets. For the purposes of ddermining the
outstanding debt attributed to capital assets, the total long{erm debt related to the acqubition, corstructbn or
inprovement of capital asseb have been reduced by any related ursperf debt proceeds and any related
unamortized debt issuance cGts.
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MUNICIPALITY OF MAUNABO

i¡OTES TO THE BASIC FINANCIAL STATEMENTS (CONTII{UED)

FOR THE FISCAL YEAR ENDED JU}'IE 30, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTIilUED)

C. Govemmént-W¡de Financial Statements (GWFS) (Continued)

o Restricted Net Position - These corsist of net positlon restrded by external parties (such as crcditors,
grantors, contributors, laws or regulations of other governments, etc.), or net position for whbh constra¡nts are

impced by constitutional provisions or enabling legislation. Enabling legblation ¡s defined as legblation that

authorizes the Municipali§ to assess, levy, charge or otherwise nEndate paynent of resources (from extemal' resource providers). Enabling legislation establishes restrictions ¡f it ¡ncludes a legally enforceable requirerent
that those resources be used only for the specific purpces stipulated in the legblation.

The classifrcation of reslrlcted net position identifies resorrces that have been received or eamed by the
Municipality with an expl¡cit understanding between the Municipali§ ard the resource providers that the
resources would be used for specifc purposes. Grants, contributiors and donatiors are ofren given under those

kinds of conditions. Bond indentures also often limit the use of bond proceeds to specific purposes.

lntermlly impced designatiors of resources, including earnnrking, are not reported as restr'rcted net position.

These des¡gnations consist of nEnagements plans for the use of mources, which are sub¡ect to change at the

d¡scretion of the Municipal Legislature.

o Unrestricted Net Posiüon - These mnsist of net position that are neither extemally or legally restr'rcted, nor
invested in capital assets. Horrever, unrestricied net position often are des¡gnated to ¡ndicate that nEnagement

do€s not cons¡der them to be available for general operatiors. Unrestr'rcted net position often have constrainb
that are imposed by ÍEnagement, but can be rennved or mod¡fied.

When both restricted and unrcstricted resources are ava¡lable for use, generally it ¡s the Mun¡c¡pality's policy to use

restricted resources first, then the unrestricted resources as hey are needed.

The accompany¡ng statement of activities presenb the Municipality's resulb of operations by show¡ng, how the
Municipality's net posiüon or liabilities changed during the fscal year ended June 30, 2015, using a net (expense)

revenue format. This statement presents the cost of each function/program as well as the extent to which each of the
Mun¡c¡pal¡ty's funct¡ons, progÉms or other services either contributes to or draws from the Municipality's general

revenues (such as property taxes, volume of bus¡ness taxes, sales taxes, construcüon exc¡se taxes, etc.).
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MUNICIPALITY OF MAUNABO

NOTES T0 THE BASTC Ftt{ANCtAL STATEMENTS (CONTIilUED)

FOR THE FISCAL YEAR ENDED JUI.IE 30, 2015

1. SUT MARY 0F STGNIFICANT ACCOUNTING PoLICIES (CONTIi{UED)

C. Govemment-Wide Financial Statemenb (GWFS) (Continued)

A function/program describes a group of activities that are aimed at accomplishing a malor service or regulatory

responsibili§. The functions/programs reported in the acmmpanying basic fnancial statemenb are: ('l) Mayor and

Municipal Legislature, (2) General Gorremment, (3) Public Safety, (4) Public Works, (5) Culture and Recreation, (6)

Health and Sanitation, (7) Human Services and Welfare, (8) Urban Development and, (9) Education. The govemmental

operations of the Mun¡c¡pality's departments and operational un¡ts are classified within the following funcüons/programs

in the accompanying basic financial statements:

lilayor and Municipal Legislature:
Mun¡cipal Legislature

Mayo/s Office

General Govemment:
Department of Finance
Department of Human Resources

Department of Municipal Seoetary
Department of lntemal Audit
Administraüon

Public Safety:
Department of Emergency Management - C¡v¡l Defense

Public Works:
Department of Public Works

Culture and Recreation:
Department of Sports and Recreation

Department Tourism and Promolion

Health and Sanitation:
Department of Recycling Services

Department of Health

Municipal Hospital

Human Service and Welfare:
Youth Services
Municipal Service Center
Mult¡ple SeMces

Urban Development:
Federal Programs Office

Education:
Educational Services

Child Care Program
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MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMET{TS (CONTINUED)

FOR THE FISCAL YEAR ENDED JU}¡E 30, 2015

t. SUMMARY OF STGNTFTCANT ACCOUNTING POLICIES (CONTINUED)

C. Govemment Wide Financial Statements (GWFS) (Continued)

The statement of activities demonstrates the degree to wh¡ch program revenues oftet d¡rect expenses of a given

function/program or segments. Direct expenses are those that are clearly idenüfiable with a spec¡fic funct¡on, segmenl

or operat¡onal unit. Th¡s statement reporb revenues in three broad categories: (1) ptogram revenues, (2) general

revenues and, (3) special items.

Program Revenues - These revenues are generated direcfy ftom a prognam itself or may come from parties outs¡de

the Municipali§'s taxpayes or citizens. ln the statement of activities, program revenues reduce the cosb (expenses) of

the function/program to anive at (1) the net cost of úre function/prognam that must be financed from the Municipality's
general revenues or (2) the net program revenue that contributes to the Municipality's general revenues. The

accompany¡ng statement of activities separately reports the follow¡ng categories of program revenues:

. Charges for Servic6 - These revenues generally consist of exchange or exchang+.like transactions involving

charges to customers or appl¡cants who purchase, use or directly beneft from the goods, services or privileges

prov¡ded, or are othenrvise directly affected by the services. These revenues include fees chaqed for specific

serv¡ces, rent, charges for licenses and perm¡ts, and fines and forfeitures, among others.

. Program-specific Operating and CapitalGrants and Contributions - These revenues mnsist of transact¡ons

that are either mandatory or voluntary non+xchange transactions with other govemments, organizations, or
ind¡v¡duals that restrict lhe resources for use ¡n a particular program. operating granb and confibutions consist
of resources lhat arc required to be used to fnance úle costs of operating a specifc program or can be used

either for operat¡ng or capital purposes ofa specific program. Capital grants and contributions cons¡st of revenues

or resources that are restricted for capital purposes - to purchase, construct or renovate capital asseb
associated with a specific program. Restricted operating and capital granb and contributions are program

revenues because they are spec¡f¡cally attributable to a program and reduce the net expense of that program to
the Municipality. They are reported net of estimated uncollectible amounts-

General Revenues - These rcvenues are the default category for revenues. lt includes all revenues and gains that do
not meet he definition of program revenues. Property taxes, municipal license taxes, construction excise taxes and sales
and use taxes are reported as general revenues. All oher nontax revenues (including unrestricted ¡nterest on depos¡ts,
grants and mntributions not restricted for specific programs and miscellaneous revenues) that do not meet the defniüon
of program rcvenues are classifed as general revenues. Resources that are dedicated intemally by the Municipality are

reported as general revenues rather lhan as program revenues. All general revenues are reported net of estimated

uncollectible amounts, wh¡ch are recorded as reducüon of revenues rather than as expenses.
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MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMEI.ITS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

l. SUMMARY 0F SIGNIFICANT ACCOUNTING POLICIES (C0NTINUED)

C. Govemment-Wide Financial Statements (GWFS) (Continued)

The general govemment function/program reported in he accompanying statement of activities ¡ncludes expenses thal

are, in essence, ¡ndirect or costs of other functions/programs of the Mun¡c¡pality. Even hough some of these costs have

been charged to certain funds in the FFS as indirect cost allocaüons permitted under some federal programs, the

Mun¡cipality has reported these indirect msts as direct expenses of the genenal govemment function. Accordingly, the

Municipal¡ty generally does not allocate general govemment (ind¡rect) costs to other funclions.

The effects of all inler-fund govemmental act¡v¡ties (revenues, expendifures and other financing sources/uses among

govemmental funds) have been removed from the accompany¡ng statements of net pos¡tion and activit¡es.

The Municipality class¡fies the most significant portion of its actiüties as govemmenhl activiües in the accompanying

GWFS. These are act¡vities generally financed through taxes, intergovemmental revenues and oher non+xchange

revenues that can be used to support the Municipali§'s programs or services. These govemmental actiüt¡es are also

generally reporled in the FFS.

The Municipali§ has no fiduciary activities, wh¡ch are those in which the Mun¡c¡pal¡ty would be holding or managing net
posit¡on for specific individuals or other extemal parties in accodance w¡th trust agreements or other custodial

anangements.

The Mun¡c¡pality has operations and activities that are financed and operated in a manner s¡m¡lar to private bus¡ness

enterprises, where the cosb of providing goods or services to the general public (expenses, including depreciation) is

financed primarily through user charges; and where the goveming body has decided hat periodic detemination of

revenues eamed, expenses incuned, and/or net income ¡s appropriate for capital maintenance, public policy,

management cont¡ol, accountabil¡ty, or other purposes.

D. Govemmental Fund F¡nancial Statemenb (FFS)

The accompany¡ng GFFS are compced of: (l) the Balance sheet - Ciovernmntal Funds and (2) the Staternent of
Revenues, Expenditures and Changes in Fund Balances - Governmental Funds. These financial staternents report

the fnarrcial posit¡on and resutts operations of the Municipality's govanmental funds by present¡ng sources, uses and

balances of cunent financial resources. Some of thee financ¡al statemenb have a budgetary orientation and focus

prinnrily on: (1) the Municipalit/s rna.ior funds, as defined below, (2) the fscal accounlability and (3) the ¡ndiv¡dual parts

ofthe Municipality's govemrnent. Fiscal accountability represents the Municipality's responsib¡lity to justifythat its act¡ons

in the cunent year have complied with publ¡c decisions conceming the raising and spending of public moneys in the

short term (one fiscal year).
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NOTES T0 THE BASIC FINAt'lClAL STATEMENTS (C0t{TINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. SUiilTARY OF SIGNIFICANT ACCoUNTING POLICIES (C0t{TINUED)

D. Govemmental Fund Financial Statements (FFS) (Conünued)

Each governmental fund is considered an independent fiscal entity accorJnted for wihin a set of self-balanc¡ng accounb
that mmprbe its assás, liab¡liües, fund equity or deficit, revenue and expenditures. The acconpanying GFFS segregate

govemmental funds according to their ¡ntended purpose and are used ¡n demonstmting compliance with legal, financial

and contractual provisions. The minimum nunúa of govemmental funds is nnintained consbtent with legal and sef-
¡mposed rnnagerial requirenrenb established by the Municipal§. For finarrial report¡ng purposes, the Municipality

classifies its governrnental funds within the following catEories:

. Generat Fund - The general fund ¡s the Munic¡pal¡ty's main operat¡ng fund and a major govemmental fund, as

def¡ned below, used to account for all financial resources and govemmental activities not accounted for and

reported ¡n anoherfund. ltis presumed that the Mun¡c¡pality's govemmental activities have been reported in the
general fund except for transact¡ons for wh¡ch one of he following compelling reasons has required the use of

anotherfund: (1) legal requirements, (2)GMP requirements or (3)the demands of sound fnancial administration

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

. Special Revenue Funds - The special revenue funds are major and non-major govemmental funds, as defned
below, used by the Mun¡cipal¡ty to account for the proceeds of specific revenue sources that are restricted or
committed to expenditure for specified purposes other than debt service and capital projects. The uses and

limitations of each special revenue fund are specified by municipal ord¡nances or federal and slate statutes.

However, resources restricted lo expenditure for purposes normally financed fiom the geneal fund are reportd
in the Municipali§'s general fund provided that all applicable legal requ¡rements are appropriately satisfied. ln

this case, a special revenue fund to account for such kind oftransactions will be used only if legally mandated.

. Dút Sqvice Fund - The debt service fund is a major govemmental fund, as defined below, used by the

Mun¡cipality to accounl for all financial resources that are restricted, commiüed, or assigned to expend¡fure for
principal and ¡nterest; for (1) bonds payable for whbh debt service payments are legally mandated to be

accounted for ¡n a debt service fund and/or (2) bonds payable or any general long{em debt for which the
Municipality is being accumulaling financ¡al resources in advance to pay principal and interest payments maturing

in future years. During tte fiscal year ended June 30, 2015, the financ¡al acüv¡ty accounted for ¡n the debt service

fund was specifcally related to bonds payable.

The outstanding balance of general long{erm obligations for which debt service paymenb do not ¡nvolve the advance

accumulation of rcsources (such as notes payable, obligations under capital leases, accrued compensated absences,

and claims and judgments) are only accounted for in the accompanying statement of net position. The debt serv¡ce
payments of such debts, as appl¡cable, are generally accounted for in the general fund.
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NOTES TO THE BASIC FIi{ANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUi{E 30, 2015

l. SUMMARY OF SIGNIFICANT ACCoUNTIi¡G POLICIES (CoNTINUED)

D. Govemmental Fund Financial Statements (FFS) (Continued)

. Capihl Proier;É Fünds - Cap¡tal projecb funds are ma¡or and non-majorgovemmentalfunds, as defined below,

used to accounl for all financial resources that are restricted, committed, or assigned to expenditure for capital

outlays. Significant capital outlays f¡nanced from proceeds of general obligation, public improvement or special

obligation bonds are accounted for also in the capital projects funds.

The use of the capital projecb funds has been reserved only for ma¡or capital acquisitions, construction or

improvement acüvities that would distort financial resources fend data if not reported separately from the other

Municipal¡ty's operating activities. The routine purchases of minor capitalizable assets (such as fumiture, offce

equiprnent, veh¡cles and other minor cap¡tal assets or improvemenb) have been reported in the govemmental

fund from which financial resources were used for the payment.

The focus of the FFS is on major govemmental funds and fund types, which generally represent the Municipality's most

¡mportant funds. Accordingly, the Munic¡pal¡ty is required to segregate govemmental funds and fund types between

major and non-major categories w¡th¡n the FFS. Major individual govemmental and proprietary funds and fund types are

reported individually as separate columns ¡n the FFS, wh¡le data from all non-maior govemmental funds are aggregated

into a s¡ngle column, regardless of fund type.

By defnition, he Munic¡pality's general fund is always considered a major govemmental fund for financial repoling
purposes. ln addition, any other govemmental fund is classified as a major govemmental fund ¡n he FFS ¡f ¡ts total

asseb, liabilities, revenues or expenditures of that ind¡vidual govemmental fund are at least 10 percent of the

conespond¡ng element total (asseb, liabilities, revenues or expenditures) for all govemmental funds. ln add¡l¡on, the

same element that meets he 10 percent criterion must be at least 5 percent of the conesponding element total for all

govemmental and enterprise (proprietary) funds combined. For the purposes of apply¡ng the aforementioned maior fund

criteria, no eliminat¡ons of inter-fund balances have been made. Total revenues for these purposes means all revenues,

including operating and non-operat¡ng revenues (net of allowances for uncollectible accounts), except for other financ¡ng

sources. Total expenditures\expenses for these purposes mean all expend¡tures\expenses, including operating and

nonoperating expend¡tures\expenses, except for other financing uses.

Based on the aforement¡oned criteria, úre Municipality's major govemmental funds reported ¡n the ecompanying
govemmental fund financial statemenb are: (1) the general fund, (2) debt service fund, and (3) the tile I grant fund.

The Debt Service Fund ¡s used to account for the accumuláion of recourses for and the payment of, general long{erm

debt principal, ¡nterest, and related mst.

The T¡tle I Grant Fund ¡s used to account for the accumulation of resources rece¡ved from the State Department of

Education, with an objective of improving the teach¡ng and leaming of children who arc at risk of not meeting challeng¡ng

academic standards and who res¡de in areas with high concentrations of ch¡ldren from low-income families.

The accompanying FFS are accompanied by oher statements and schedules required by GMP: (1) the Reconc¡liation

ofthe Balarrce Sheet - Govemmental Funds to the Statement of Net Posiüon, and (2)he Reconc¡l¡aüon of he Statement

of Revenues, Expenditures and Changes in Fund Balances - Govemmental Funds to the Statement of Activities.
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1. SUMI ARy 0F StGNtFtCAt¡T ACCOUNTTNG POL|C|ES (CONTTNUED)

E. Measurement Focus and Basis ofAccounting

Govemment-Wide Financial Statements

The govemment-w¡de financial statements (the Stalement of Net Position and the Statement of Act¡v¡t¡es) are reported

using the economic resources measurement focus and the accrual basis of accounting. Revenue is recorded when
eamed and expenses are recoded when a liability is incuned, regadless ofthe timing of related cash flows. Grant and

similar items are remgnized as revenue as soon as all eligibility requiremenb have been met.

All revenues, expenses, gains, losses, asseb and liabiliües resulting from exchange and exchangelike transactions are
generally rccorded when the exchange takes place. ln exchange transactions, each party to the transaction rcceives
and gives up essentially equal values. An exchangel¡ke transaction ¡s one in which there is an identifiable exchange
and the values exchanged, though related, may not be qu¡te equal. Nevertheless, the exchange characteristics of üe
exchangelike transaction are strong enough to jusfiry feating ¡t as an exchange for acmunting purposes.

All revenues, expenses, gains, losses and assets resulting from non+xchange transactions arc recorded using the
criteria set forth by GASB Statement No. 33, Accounting md Financial Repotting for Non+xchange Transadions (GASB

No. 33). GASB No. 33 established accounting and reporting standards for non-exchange transactions involving cash
and f¡nancial or cap¡tal resources (for example, most taxes, grants and private donations). ln a non€xchange
transaction, the Municipality g¡ves (or receives) value without directly receiving (or giving) equal value ¡n retum. This ¡s

d¡fferent from an exchange transaction, in which each party receives and gives up essentially equal values. Accord¡ng

to GASB No. 33, the Municipality groups its non€xchange transact¡ons into the following four classes ¡n the
accompanying basic financial statemenb: (a) derived tax revenues, (b) imposed ncn+xchange revenues, (c)
govemment mandated non+xchange transactions, and (d) voluntary non€xchange transact¡ons.

ln the case of derived tax revenue transacüons, which result from assessmenb the Municipal¡ty places on exchange
transactions, rece¡vables and revenues are recorded when the underlying exchange has occuned.

ln the case of imposed non+xchange revenue transactions, wh¡ch result from assessments made by the Municipali§ on
nongovemmental entities, including individuals, other than assessments on exchange transactions, receivables are
generally recorded in the period when an enforceable legalclaim has arisen.

Govemment-nnndated non-exchange transactions (such as grants and contribuiions) result when a government at one
level (such as the federal or state govemment) provides resources to andher govemment (such as the Municipality),
and the provider governrnent requires the recipierrt govemment to use those resources for a specifrc purpose or
purposes establ¡shed in the provide/s enabling legislation. ln these types of transact¡ons, receivables and revenues are
genaally recorded as follorlts:

. For reimbursement-type (commonly known as "expendituredriven au/ards'), receivables and revenues are
recorded when all el¡g¡b¡lity requirencnts imposed by the prov¡der have been met. The Mun¡c¡pality must
expend resources on the specific purpose or project before the provida reinburses any amounts. Revenue
is, therefore, generally recogn¡zed as qualifying reimbursable expenditures are incuned.

. For other §pes of granb (rE¡nly grants and contributions with purpGe restrictions but with no time
requhements), rece¡vables and revenues are recorded when all applicable eligibility requirenenb are met.
When the proüder is a govemment (includ¡ng the government of the United States of Amer¡ca) the applicable
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r€cognition period for both, the provida and the recipient, b the provide/s fscal year and begins on the first

day of that year.

1. SUMMARY OF STGNIFICANT ACCOUT{TING POLICIES (CoNTINUED)

E. Measurement Focus and Basis of Accounting (Continued)

Govemment-Wide Financ¡al Statements (Continued)

Voluntary non€xchange transactions (such as donations and certa¡n granb and enütements) result from legislative or

contraclual agreements, other than exchanges, w¡ll¡ngly entered ¡nto by two or more part¡es. ln these types of
tmnsacÍons, rcce¡vables and revenues are generally accounted for in the same manner as govemment-mandated non-

exchange transactions discussed above. Evenb lhat are neiher exchange nor non€xchange transactions are recoded
when it is probable that a loss has been incuned and the amount of loss is reasonably estimable. Receipts of any type
of revenue sources collected ¡n advance for use in he folloúng fscal year arc rccorded as defered inflow of resources.

Accord¡ng to GASB No. 34, all genenal capital asseb and the un-matured long{erm liabilities are recorded only in the
accompanying slatement of net position. The measurementfocus and the basis of accounting used in he accompanying
GWFS differ significantly from the measurement focus and bas¡s of account¡ng used ¡n the preparation of the
accompany¡ng govemmental fund financial statements. Therefore, the accompanying govemmenlal fund financ¡al

statements include reconciliations, as detailed in üe accompanying table of contents, to better ¡dentiry the relationship
between the GWFS and the govemmental fund financial statements.

Govemmental Fund Financial Statements

The acmmpanying govemmental fund financial statements are reported using $e cunent financ¡al resources

measurement focus (flow of cunent financ¡al resources) and lhe mod¡fied accrual basis of accounting. Acmrdingly, the
accnmpanying statement of revenues, expenditures and changes ¡n fund balances (defcib) - govemmental funds,

reports changes in fte amount of financial resources available in the near future as a resuft of transacüons and events
of the fiscal year reported. Therefore, revenues are generally recognized as soon as they are both measurable and

ava¡lable. Revenues are mnsidered to be available when they are collectible within the cunent fscal yearor soon enough
thereafter to pay liabilities of he cunent fiscal year. For this purpose, the Municipality considers most revenues to be

available if collected generally w¡th¡n 90 days afrer June 30, 2015, except for property taxes for which the availab¡lity
period is 60 days. Revenue sources not meeting his ava¡lab¡lity criterion or mllected in advance are recorded as eamed
and unavailable revenues at June 30, 20'15.

The principal revenue sources considered susceptible to accrual include property taxes, mun¡c¡pal l¡cense taxes, sales
and use taxes, construction excise taxes, intergovemmenhl granb and mntribuüons, ¡nterest on deposits and charges
for services. These principal revenue sources meet both measurabil¡ty and ava¡lability criteria in the acmmpany¡ng
govemmental fund financial statements, excei:t for amounb recorded as eamed and unavailable revenues.

ln a manners¡m¡lar to the GWFS, but subject to and lim¡ted by the availability criteria discussed previously, all revenues,

expenses, gains, losses, sseb and liabiliües resulting from excharge and exchange-l¡ke transactions arc also generally
recorded when the exchange takes place. Accordingly, certain charyes for services and miscellaneous revenues are
recorded as revenues when mllected because they are generally not measurable unt¡l acfually received.
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r. SUMMARY 0F STGilTFTCANT ACCOUNTTNG POLICIES (CONTINUED)

E. illeasurement Focus and Basis of Account¡ng (Continued)

Govemmental Fund Financial Statements (Continued)

All revenues, expenses, ga¡ns, losses and assets resulting from non€xchange transactions are recoded in a similar

manner to he GWFS, using the previously discussed criteria set forth by GASB No. 33 for non+xchange transactions,

but subiect to and limited by the availab¡l¡ty criteria d¡scussed above. Accordingly, property tax and municipal license tax

receivables are also genenally recorded in the fiscal year when an enforceable legal claim has arisen while property tax

and municipal l¡cense tax revenues (net of amounb considered not mllectible) are also generally recoded in the fiscal
year when rcsources are requircd to be used orthe first fscalyearthat the use oftlrc rcsources is permitted. Receivables

and revenues from federal and state granb and mntributions, donations and enütlemenb are also generally recorded

when all eligibili§ requirements imposed by be pmvider have been met (generally, as qualiffing re¡mbursable

expend¡tures are ¡ncuned for expenditure{riven grants).

lnterest on deposib is rccoded when eamed only if collected within 90 days after the fscal year+nd since lhese

revenues vuould be cons¡dered both measurable and ava¡lable.

Pursuant to the provisions of GASB lnterpretation No. 6, Recqnition d Measurenent of Ceftain Liabilities and

Expenditures in Govemmental Fund Finarrcial Statanaús (GASBI No. 6), in the absence of an explic¡t requ¡rement (¡.e.,

the absence of an applicable modification, discussed below) the Mun¡cipal¡ty generally accrues a govemmental fund

liabil¡ty and an expenditure (including salaries, professional services, supplies, utilities, etc.) in the period in which the
govemment incurs the liability, to the extent that these liabilities are normally expected to be liquidated with cunent
available financial resources. GASBI No. 6 modilied the recogniüon criteria for certain expenditures and liabilities

reported under the modified accrual basis of accounting prior to GASB No. 34, and clarified a number of s¡tuations ¡n

wh¡ch the Municipality should distinguish betlveen govemmental fund liabilities and general long{erm liab¡l¡ties.

Therefore, ttre accompanying balance sheet - govemmental funds generally reflecb asseb that will be converted into

cash to satisfy cunent liatilities. Long{erm assets (except for accounb receivables and inter-fund advances) and those

asseb that will not be converted ¡nto cash to sat¡sfy cuÍent l¡abiliües are generally not accounted for ¡n the accompanying

balance sheet - govemmental funds. At the same lime, lorp-term liabilities (generally, tllose un-matured hat will not

requirc the use of cunent financial resources to pay hem) are not acc¡unted for in üp accompany¡ng balance sheet -
govemmental funds.

f\,lodifications b he accrual basis of accounting in accordance with GASBI No. 6 include:

o Principal and interest on bonds payable are rccorded when they mature (when payment is due), except for
principal and ¡nterest due on July 1, 2014, which have been recorded as govemmental fund liabilities at June 30,

2015, which is the date when resources are available in the debt service fund (generally, June 30).

. Notes payable, obligaüons under capital leases, compensated absences, and amounb subject to accrued cla¡ms

and judgmenb under l¡tigation are recorded only when they mature (when payment is due).

. Certa¡n accrued liabiliües not due and payable or not normally expected to be liquidated with cunent available
and expendable financ¡al resources are recoded in the accompanying statement of net position. Such liabiliües

are recorded in the govemmental funds when they mature.

. Executory purchase orders and contracts are recorded as assignmenb offund balance ¡n he govemmentalfunds

FFS.
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1. SUIIMARY OF StGNTFTCA]¡T ACCOUNTING POLICIES (CONTINUED)

E. Measurement Focus and Basis of Accounting (Continued)

Govemmental Fund Financial Statements (Continued)

Liabilities outside the bounds of these exceptions or modificaübns are reported as govanmerrtal fund l¡ab¡lities when

incuned (including salaries, professional services, suppl¡es, uülit¡es, etc.) since these liabilities nornnlly are paid in a

tinrely nnnner and in full from cunent financial resources.

The rneasurement focus of the GFFS is on decreases in net financial resources (expenditures) rather than expenses.

Most expenditures are measunable and are recorded when the rehted govemmental fund liability is incuned. Allocafion. of costs, such as depreciaüon and amortization, are recorded in the accompanying statement of activities, but are

not recorded in the acmmpanying GFFS.

Under the financial reporting model establ¡shed by GASB No. 34, all genaal capital assets and the un-nntured long-

term liabilities (determined using the modified accrual basis of account¡ng) are no lor€er reported in account groups

within the govemrnental fund balance sheet but are incorporated ¡nto the accompanying shtement of net pos¡tion s¡nce

July 1, 2003.

F. Stewardship, Compliance and Accounhbility

Budge{ary Data

The Mun¡cipality annually adopE the Budget Resolulion for all operating funds of the Municipality except for certain

restricted accounb of Prcpriehry Funds and Spec¡al Revenue Funds. Budgetary control is legally ma¡ntained at the fund

level. The budget is prepared using the modified accrual basis of accounüng with encumbrance included as budgehry
basis expenditures. The Mun¡cipality's Budget Resoluüon proüdes transfer authority (l) to the Mayor and the
Management and Budget Director, within and between departmenb and funds, as long as the total budget of the
Municipality (net of inteFfund fansfers) is not increased; (2) to the Management and Budget Director to implement grant

budgets as the grant applications are accepted by the Municipality; and (3) to the Management and Budget Director to

amend (r+appropriate) each new yea/s budget, to the extent of oubtand¡ng encumbrances, and/or unexpended

projecUgrant appropriations at year end. Municipality's Legislature action ¡s rEu¡red for (f) use of the budgeted

Legislature cont¡ngency, and (2) the approval of supplemental appropriations. During the year, several supplemental

appropriations urere necessafy.

The budget columns (original and final budgets) of the Budgetary Comparison - General Fund reflecl the original budget
and the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the
year). Appropriations, except rema¡ning project appropriat¡ons, encumbrances, and unexpended grant appropriat¡ons,

lapse at the end of each fiscal year.
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1. SUMI,IARY 0F SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

F. Stewardship, Compliance and Accountab¡lity (Continued)

Amendments to ún budget, ¡ncluding transfers, require he approval of the Municipal Leg¡slature. Unencumbered

appropriations lapse at the end of the next fiscal year. The Mun¡c¡pal¡ty follows these procedures, in accordance with

law, in order to establish he budgetary data reflected ¡n the basic financial statements:

L Prior of May 3l of each fiscal year, the Mayor submits to he Mun¡cipal Legislature a proposed budget for the

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

2. The budget document is available for public inspection prior to its approval by the Municipal Legislature;

3. The Commissioner of Mun¡c¡pal Affairs examines fte budget to veriff if it mmplied with the law's standards and

sends it to tre Mayor for any comments or recommendation before the l¡m¡ted date establ¡shes by the Law;

4. Prior to June 13, the annual budget is legally enacted hrough passage of the annual appropriat¡on ord¡nance;

5. lf a budget ¡s not adopted priorto the end ofthe end of the fiscal year, the annual budget for the preceding fiscal
year, as approved by the Mun¡c¡pal Legislature and the Mayor, is automatically renewed for the ensuing fiscal
year until a new budget ¡s approved. Th¡s perm¡ts the Mun¡c¡pal¡ty to continue mak¡ng payments for its operating

and other expenses until the new budget is approved;

6. Subsequent to the enactment of the annual appropriation ordinance, the Municipal Legislature has the authority
to make necessary amendments made during the f¡scalyearand are reflected in the budget information included

¡n the Budgetary Comparison Schedule - Genenal Fund;

7. Budgetary data for the Special Revenue Fund has not been presented in the acmmpanying basic financial
statements as such funds are budgeted over the life ofthe respective grant or pro.lect and not on an annual basis.

Since the budgetary basis differs from accounting pdnciples generally accepted in the Un¡ted States of America (GAAP),

actual amounts for the General Fund in the accompany¡ng Budgetary Comparison Schedule, is presented on the
budgetary basis to enhance mmparability.

The princ¡pal differences between the budgetary and GMP bases are the following:

l. Encumbrances are recorded as expend¡tures underthe budgetary basis and as a reserve offund balances under
GAAP.

2. The non+xonerated port¡on of the property tax advances are presented as revenue in the budgetary bas¡s and
as otherfinancing sources under GAAP.

3. lnter-fund transact¡ons of the General and Spec¡al Revenue Funds are not included in the budgetary basis.

4. Certa¡n accrued l¡ab¡l¡ties and other debb are not ¡ncluded in the budgetary basis.

5. Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in the budgetary
data.
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r. sut MARY 0F SIGNIFICAilT ACCOUNTING PoLICIES (CONTINUED)

F. Stewardship, Compliance and Accountability (Continued)

All encumbnance appropriations in the operating budget lapse at the end of the fiscal year. Property taxes mllected

during he cunent year by the Municipal Revenue Collecüon Center (Fiscal Agent) are presented as revenues in the

accountlng basis but are not cons¡dered in the budgetary schedule.

The special funds of the Special Revenue Fund have not been included in the budgetary mmparison because balances

are not budgeted. Also the budget prepared for the Federal Finance Awards Programs included in the Major and Non

Major Funds ¡s based on a program period wh¡ch is not necessarily a year. Accordingly, ¡t's not practical to present an

annual comparison of budget for such programs.

G. Cash, Cash Equivalent and lnvestment

Under the laws and regulalions of the Commonwealth, public funds depos¡ted by the Municipali§ in commercial banks

must be fully collate¡alized for the amounts deposited in excess of the federal depository insurance generally prov¡ded

by the Federal Depos¡t lnsurance Corporation (FDIC). All securit¡es pledged as collateral are held by agents designated

by the Commonwealth's Secretary of the Treasury, but not in the Municipal§'s name.

Cash with fiscal agent represents property and sales tax collections retained by the Municipal Revenues Collection

Center and the Govemment Development Bank of he Commonwealth of Puerto Rlco, respectively. Cash with fiscal

agent, also represent undisbused proceeds of certain bonds, loans or grants wh¡ch are mainta¡ned ¡n a cash custod¡an

account by the Govemment Development Bank of the Commonwealth of Puerto Rico.

Cash balance recognized in the Debt Service Fund ¡s restricted for the payment of the Municipality's obligations, and

others are restricted for specific projecb, such as the aquisition or construction of permanent improvemenb. The sinking

fund ¡s maintained by the Govemmental Development Bank of Puerto R¡co, agency which acts as the ¡nsurer and payer

of the Municipality's bonds and notes issued in accordance with law.

H. Rece¡vables

Receivable are stated net of estimated allowances for uncollect¡ble accounb, wh¡ch are determ¡ned upon past collection

experience and curent economic conditions. Receivable from Federal Govemment represenb amounts owed to the
Municipality for rcimbursement of expend¡tires ¡ncuned pursuant to federally funded programs.

l. lnventories

The General, Special Revenue and Cap¡tal Project Funds, purchases offrce and printing suppl¡es, gasoline, oil and other
expendable supplies held for consumption. The cost of purchases is recorded as expenditure in the appropriate fund
and the ¡nventory is not recorded in the bas¡c financ¡al statements because, it ¡s an ¡ns¡gnificant amount.
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't. SUtillilARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. Real Estate Held for Sale

Real estate held for sale is a mnstruction pro¡ect, which cons¡st of n¡ne (9) apartments hat are for sale for qualified low

and very low ¡ncome fam¡l¡es. This proiect is subsidized by the federal funds Communi§ Development Block Granf
Neighborhood Stabilizaüon Program. This real estate is canied at cost.

K Uneamed Revenues

ln the govemrnentalfund financial statemenb, uneamed revenue arises when he Mun¡c¡pality rece¡ves resources before

it has a legal claim to them (rcported 6 "uneamed revenue" in the accompanying balance sheetAovemmental funds).

ln subsequent periods, when he revenue recognition criterion is met, he liability for uneamed revenue is rcmoved and

revenue is recognized.

Uneamed revenues at the govemment-wide level arise only when the Municipality receives resources before ¡t has a
legal cla¡m to hem (reported as "uneamed revenue'in he accompanying statement of net position).

L. Defened Outflows/ lnflorys of Resources

ln addition to assets, the statement of net pos¡tion and govemmental funds balance sheet will sometimes report a
separate section for defened outflow of resources. This separate financ¡al statement element, defened outflows of
resources, represenb a consumpt¡on of net position or fund balance hat appl¡es to a futurc period (s) and so will not be

recognized as an outflow of resources (expense/expenditurc) unt¡l then. The Municipality has no defened outflows of
resources- ln addiüon to liabilities, the statement of net pos¡tion and govemmental funds balance sheet will sometimes
report a separate section for defened inflow of resources. Th¡s separate financ¡al statement element, defened inflows of
resources, represenb an acquisition of net position or fund balances that applies to a future period (s) a so will not be
recognized as an inflow of resources (revenue) until that time. At June 30, 2015 the Municipality presented defened
inflows of resources in he balance sheet.

M. Capital Assets

Property, plant and equ¡pment purchased or acquired ¡s caried at historical cost or estimated historical cost. Contributed

assets are recorded at fair market value as of the date received. The Mun¡c¡pal¡ty 's cap¡talization levels are $50 on
personal property. For ¡mprovements other fian bu¡ld¡ngs, the capital oulay must be grcater than $í0,000, extend the
estimated useful life for ten years, and be greater han 10% of he odginal cost of the asset. Other costs incuned for
repairs and maintenance ¡s expensed as incuned.

Depreciation on all assets is provided on the straighlline basis over the following esümated useful lives:

Capital Assets Yearc

Buildings ard site improvements

lnftastructure
Veh¡cles

Fumiture and fixtures
Mehinery and equipment

40
40
5

5
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1. SUirirARY OF StGNTFTCANT ACCOUNTING PoLICIES (CoNTINUED)

M. Capital Assets (Continued)

Depreciation and amortization expense of capital asseb ¡s recorded as a direct expense of the function/program

spec¡fically identified with the asset. Depreciation and amortization of infrastructure is not allocated to various

functions/pograms but reported as d¡rect expenses of the uóan and economic development function.

N. Long-TermObligations

The l¡abilities reported in the govemmentw¡de financial statements included general and special obligation bonds and

notes, and other long{erm liabilities, such as vacation, sick leave, litigation, long{erm liabilities to other govemmental

entities.

ln the fund financ¡al statemenb, govemmental fund types recognize the face amount of debt ¡ssued as other financing

sources, while bond issuance costs, wheher or not w¡thheld from the acfual debt proceeds rece¡ved, are reported as

expenditures.

Non-interest bearing notes payable are accounted for under the provisions of Opinion No. 21, lnterest at Receivablx
and Payables, issued by the Accounting Princ¡ples Board (APB No. 21). According toAPB No.2'1, the Mun¡c¡pal¡ty has

recorded such notes at present value wilh an ¡mputed interest rate that approximates the rate that would have been

used, using the same terms and cond¡t¡ons, ¡f ¡t had been negot¡ated by an ¡ndependent lender. ln the accompany¡ng

statement of net pos¡tion, such notes payable are reported net of the applicable unamort¡zed d¡scount, wh¡ch ¡s he
d¡fference between the present value and he face amount of the notes.

O. CompensatedAbsences

The Municipali§ accrues accumulated unpaid vacation and sick leave and associated employee-related cosb when

eamed (or estimated to be eamed) by the employee. The Municipality's employees are granted 30 days of vacations
and 18 days of sick leave annually. Vacaüons may be accumulated up to a max¡mum of sixty (60) days and sick leave
up to a max¡mum ofninety (90)days. ln the event of employee resignation, he employee is paid foraccumulated vacation

days up to the maximum allowed. Separation from employment prior to use of all or part of the s¡ck leave teminates all

rights for comp€nsation, except for employees with ten years of service who are entitled to sick leave pay up to the
maximum allowed. The Municipali§ accrued a liability for compensated absences, which meet the follow¡ng criteria:

l. The Municipality's obligation relating to employee's rights to rece¡ve mmpensaüon for future absences ¡s

attributable to employee's services already rendered.

2. The obl¡gaüon relates to rights that vest or accumulate.

3. Payment of the compensat¡on ¡s probable.

4. The amount can be reasonably estimated.

ln accordance with the above criteria and requ¡remenb as established by GASBS No. 16; the Mun¡c¡pality has accrued

a liab¡l¡ty for mmpensated absences, which has been eamed but not taken by Mun¡c¡pal¡ty's employees. For the
govemmentw¡de stabments, the cunent portion is the amount esümated to be used ¡n the following year. For the
govemmental funds statements, all of the mmpensated absences are cons¡dered long{erm and therefore, are not a
fund liability and represenb a reconciling item between the fund level and govemment-w¡de presentations.
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l. SUMMARY 0F SIGNIFICANT ACCoUNTING POLICIES (CONTINUED)

0. Compensated Absences (Continued)

The following is a summary of changes in the balance of Compensated Absences for the fiscal year ended June 30,

2015.

BALAT{CE

JUItE 30.20r4

REÍIRE ENTS

AI{D CURREI{T
IEWISSUES ATURATES

BALAI{CE
JUi{E 30.20't5

§____1195.909

CURRETIT LOIIG.TERpoR/ttot{ Pomoil

$,____410.000 $____1185109

P,

o.

lnsurance

The Mun¡cipal¡ty has ¡nsurance coverage for its public faciliües, primarily to provide protection from catasfophic losses.

Also, princ¡pal officials of he Municipali§ are mvered under various surety bonds. Conesponding premiums payable

monthly are paid direcüy by the Municipality. Also, there ¡s an additional insurance cost that ¡s w¡thheld by the Municipal

Revenue Collecüon Center from the monthly advances of annual property tax and subsidy send to the Municipali§.

lnter.fund Transact¡ons

lnter-fund transactions are reflected as loans, reimbursements or transfers. Loans are reported as rece¡vables and

payables as appropriate and are sublect to elimination upon mnsol¡dat¡on. Reimbursements occur when one fund incurs

a cost, charges the appropriate benefiting fund and reduces its related cost as a reimbursement. All oüler inter-fund

transactions are trealed as transfers. Transfers betv/een govemmental or proprieiary funds are netled as part of the

reconc¡liation to the govemment-wide columnar presentaüon. The Municipali§ has the following types of reciprocal and

nonreciprocal inter-fu nd activities:

.:. lnter-fund loans - Represent amounts provided úh a requ¡rement for repayment, which are recorded as "due

fiom" in the lender govemmental fund and 'due to" in he bonower govemmental fund. lnter-fund receivables,

which are not considered cunently available financial resources, are reported as advances. For amounts not

expected to be collected wiihin a reasonable period, inter-fund receivables/payables arc reduced to he estimated

real¡zable value and the amount that is not expected to be repa¡d is reported as a transfer fiom he govemmental

fund that made the loan.

* lnter.fund transfefs - Represent flows of assets (permanent reallocation of financial resources among

govemmental funds) without equivalent flows of assets in retum and without a requirement for repayment.

Transfers are reported as other financing uses in the govemmental fund mak¡ng transfers and as other financing

sources in the govemmental fund receiving transfers.

* lnter.fund reimburcements - Represent repayments from the govemmental fund rcsponsible for particular

expenditures or expenses to he govemmental fund that ¡n¡tially pa¡d for them.
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l. SUMÍTIARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

R. Claims and Judgments

The estimated amount of the liability forclaims and judgmenb, ifany, which ¡s due on demand, such as from adjudicated

or settled claims, is recorded in the General Fund. The Long-Tem Liab¡l¡lies includes an amount el¡mated as a
conüngent liability or liabilities with a fixed or expected due date, which w¡ll require futurc ava¡lable financial resources

for its payment.

S. Use of Estimates

The preparation ofthe basic financialstatements in conform¡ty w¡th accounting principles generally accepted in the United

States of America requires management to make esümates and assumptions that affect the reported amounb of asseb
and liabilities and d¡sclosures of mntingent assets and l¡ab¡l¡t¡es at the date of the basic financial statements and the

reported revenue and expenses during the reporting period. Actual result could diñer from those estimates.

Accounting for Pension Costs

For the purpose of applying the requirements of GASB Statement No. 27 , Accounting for Pensions by State and Local

Govemment Employerc (GASB No. 27), the state govemment of the Commonwealth of Puerto Rim is considered to be

ttre sponsor of the Employees' Ret¡rement System ofhe Govemment of Puerto Rico and ib lnstrumentalities (ERS) and

System 2000, a multi€mployer cost-sharing defined benefit pension plan and a hybrid defned mntribution plan,

respectively , in which the employees of the Munic¡pality part¡c¡pate. The Municipality is considered a partic¡pant and not

a sponsor, of these retirement systems s¡nce the ma¡ority of $e partic¡panb ¡n the aforementioned pension trust funds
are employees of lhe Commonwealth of Puerto Rico and the bas¡c financ¡al statemenb oJ such retirement systems are
part of the fnancial reporting entity of the Commonwealth of Puerto Rico. Accordingly, no porlion of the net pens¡on

obl¡gation (NPO) related to ERS has been allocated to the Mun¡c¡pal¡ty in the accompanying basic financ¡al statements.

The b6¡c financial statements of the Commonwealth of Puerto Rim rcport he total amountof the net pension obligation

of ERS, including any amount that may corespond to the Municipali§.

The Municipality accounts for pension cosb from the standpoint ofa participant in a multiple+mployer cost-sharing plan.

Accordingly, pension cosb recognized in the accompany¡ng bas¡c financial statemenb are equal to the stah¡torily

required contributions, úh a liability remrded for any unpaid requircd mntributions.

Risk Financing

The Municipali§ cañes commerc¡al insurance to cover casualty, theft, tort cla¡ms and oher losses. lnsurance pol¡c¡es

are negotiated directly by the Municipality.

lnsurance mst pa¡d by the Municipality during fiscalyear 2014-2015 amounbd $13'1,784. ln addition, mst of the wo*e/s
compensaüon insurance that mvers all municipal employees and is deducted from úe grcss property tax collections by

the Municipal Revenue Collection Center ('CRIM') for the year ended June 30, 2015 amounted to V72,401.

T,

U.
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t. SUMMARY 0F SIGilIFICANT ACCOUNTING POLICIES (CONTINUED)

V. Fund Balances

According the provisions of GASB No. 54, the fund balances are repotted in five categories:

{. Non-soendable - Amounb that cannot be spent because they are: a) not in spendable form or b) legally or
contractually required to be ma¡ntained ¡ntact. Due to the nature or form of the resources, hey generally cannot

be expected to be converted ¡nto cash or a spendable form.

.:. Restricted - Amounts are restricted by extemal parties (oeditors, grantors, contributors or laM regulations) of
other govemments or restricted by law through constitutional provisions or enabling legislation.

* Committed - Amounts that can only be used for a specific purpose pusuant to constra¡nb imposed by formal
action (ord¡nances or resolutions) of the Municipality's highest level of decision making authority (Municipal

Legislature). The fomal action must occur priorto the end ofthe reporting pedod, however, the amount may be
determined in the subsequent period. These are self-¡mposed l¡m¡tations on available resoumes. These

committed amounts cannot be used for any other purpose unless lhe govemment removes or changes the
specified use by taking the same level of act¡on ¡t employed to prev¡ously commit those amounb. These

committed amounb would be approved and adopted by formal action of the Municipal Legislature.

{. Assiqned - Amounts üat are constrained by the Municipality's intent to be used for specific purposes hat are

neiüer restricted nor committed. The intent will be expressed by the Municipal Leg¡slature, the Mayor or by an

offic¡al to which the Municipal Legislature delegates authori§ in conformity with the Autonomous Municipalities

Law of Puerto Rico.

* Unassiqned - Represent the residual class¡fication for the Mun¡c¡pal¡ty's General Fund. Therefore, in order to
calculate unassigned fund balance, total fund balance less non-spendable, restricted, comm¡tted and assigned

equals unassigned fund balance. The resulting amount will be available for any purpose.

Negative fund balance amounts are assigned amounts reduced to the amount that will raise the fund balance to
zero. Consequently, negative residual amounb are rcstricted, mmmitted and ass¡gned fund balance
classificat¡ons have been reclass¡fed to unass¡gned fund balances.

The Mun¡c¡pal¡ty reports resources constrained to stabilization as a specified purpose (restricted or mmmitted fund

balance in the general fund) only if: (1) such resources meet the other criteria for hose classifications, m described

above and (2) fte c¡rcumstances or conditions that signal he need for stab¡l¡zation are identifed in sufficient detail and

are not expected to occur rout¡nely.

However, the Municipal¡ty has not entered into any stabilization{ike anangemenls, nor has set aside material financial
resources for emergenc¡es and has not established formal minimum fund balance amounts as of and for the fiscal year

ended June 30, 2015.

When an expenditure is incuned for purposes for wh¡ch amounts are available in mulüple fund balance class¡fcations,
the Municipali§ uses restricted resources frst, and then unrestricted resources. Wihin unrestricted resources, the' Municipality generally spends committed resources first, followed by assigned resources, and then unassigned
resources.

At June 30, 2015, úre accompanying fund fnancial statements reported fund balances as restricted, mmmifted and
unassigned.
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l. suilMARY OF S|GNTFICAI{T ACCoUNTING POLICIES (CoNTINUED)

W. Fufure Adoption o¡ Accounting Prcnounceñenb

The GASB has issued üre follow¡ng standards that have effeclive dates after June 30, 2015:

GASB Statement N o.69," Govemment C;onbinations and Disposals of Govemment Opentions' (lssued 01/13)

Th¡s Statement establishes mounting and financial reporting standards related to govemment combinations

and disposals ofgovemment oper:¡tions. As used ¡n this Sktement, the term govemment combinations include

a variety of transactions refened to as mergers, acquisitions, and transfers of operations. The requiremenb of

th¡s Statement ar€ effective for govemment combinat¡ons and disposals of govemment operalions occuring ¡n

financial reporting periods beginning after tlecember 15, 2013, and should be applied on a prospective basis.

GASB Statement N o.70," Acmunting and Finmcial Repofting for Non+xchange Financial Guarcntees' (lssued

04/13).1he obiect¡ve of this Statement ¡s to ¡mprove accounting and financial report¡ng by state and local

govemments lhat extend and rece¡ve non€xchange financial guarantees. The provis¡ons of this Statement are

effective for reporting periods beginning affer June 15, 2013. Earlier appl¡cat¡on ¡s enmur4ed.

GASB Statement N o.71 , 'Pension Transition for hntibutions Made Subseg uent to the Measwement Date-
an anendnent of GASB Sfafemenf /Vo. 68' (lssued I l/13). The objectirre of h¡s Statement is to address an

issue regarding application ofthe trans¡tion provisions of Statement No. 68, Accounting and Financial Report¡ng

for Pensions. The provisions of th¡s Statement are required to be applied simultaneously with the provisions of

Statement 68.

GASB Statement No.72,'Fah Value Measurement and Application' (ssued 2/15). The oblective of this

Statement is to provide guidance for determining a fair value me6urement for financ¡al reporting purposes.

Th¡s Statement also provides guidance for applying fair value to certain ¡nvestments and disclosures related to

allfairvalue measurcmenb. The requiremenb of th¡s Statement are effective for financialstatemenb for periods

beg¡nning afrer JurE '15, 2015. Earlier application is encouraged.

GASB Statement No.73,'Accounting and Financial Repoling for Pensians and Related Assefs that are not

within the Smpe of GASB Sfafement 68 , and hnendments to @ ain Provisbns of GASB Statements 67 aú
68 üssued 06/15). The objective of his Statement is to improve the usefulness of information about pensions

included in the general purpose extemal fnancial reports of state and local govemmenb for making decisions

and assessing accountability. The requ¡rements of th¡s Statement that address accounüng and fnancial

reporting by employers and govemmental non€mployer contributing entities for pens¡ons hat are not within

the smpe of Statement 68 are effective for financial statements for fiscal years beginning after June 15, 2016,

and the requiremenb of his Statement that address financial reporting for assets accumulated for purposes of
providing those pensions are effective for fiscal years beginn¡ng after June 15, 2015. The requiremenb of lh¡s

Statement for pension plans that are with¡n the scope of Statement 67 or for pensions that are within te scope

of Statement 68 are effect¡ve fur f¡scal years beg¡nning after June 15, 2015. Earlier application is encouraged.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

W. Fufrre Adopüon of Accounting Pronwncemenb (Continued)

GASB Statement No.74, "Financial Repoúing for Postemployment Benefit Plns other han Pension Plans'
(ssued 0il15). The objective of this Statement is to improve the usefulness of informaüon about
postemployment benefits oherthan pens¡ons (other postemployment benefils orOPEB) ¡ncluded in he general

purpose extemal financial reports of state and local govemmental OPEB plans for making decisions and

assessing accountab¡lity, Th¡s Statement ¡s effective for financial statements for fiscal years beginning after
June 15, 2016. Earlier application is encouraged.

GASB Statement No.75, "Accounting and Financial Repfting for Postemploymatt Benefits üher Thm
Pensions" (lssued 06/15). The primary objective of this Statement ¡s to ¡mprove accounting and financ¡al

reporting by state and local govemments for postemployment benefits other than pens¡ons (olher

postemployment benefib or OPEB). lt also improves informaüon provided by state and local govemmental

employers about financialsupport for oPEB that ¡s povided by otherentities. his Statement ¡s effective for fscal
years beg¡nning affer June 15,2017 . Ealier application is encouraged.

GASB Statement No. 76, 'Ihe Hierarchy of Generally Accepted Accounting Principles for State and Locd
Govemments' (lssued 06/15). The objective of th¡s Statement ¡s to identify-¡n the context of the cunent
govemmental financial reporting environment-the hierarchy of generally accepted accounting principles

(GAAP). The requirements of this Statement are efiective for financial statements for per )ds beginning afrer

June 15, 2015, and should be applied retrcactively. Eadier applicaüon ¡s permitted.

GASB Statement No.77 , "Tax Abatemenf Disclosures' (lssued 08/15). The objective of this Statement is to

requires disclosure of tax abatement ¡nfomaüon about (1) a reporting govemment's own tax abatement

agreements and (2) those hat are entered into by other govemments and that reduce the reporting

govemments lax revenues. The requirements ofth¡s Statement are effective for financialstatemenb for periods

beginning after December 
,l5, 

2015. Earlier application is encounaged.

GASB Statement No. 78, 'Pension Prcvided Through Cedain Muttiple+mployu Defined knefit Plans'. This
statements addresses a practie issue regarding the scope and applicability of Statement No. 68, Accounting

and Financial Repoiling for Pensions. This issues is associated with pension prov¡ded thro4h certain muttiple
employer defined benefit pension plan and to state or local govemmental employers whose employees are

provided with such pension. The provisions of this statement are nol efiective until fiscal year 2016.

GASB Statement No.79,'Certain Ertemal lnvestment Pools and Pool Pañicipants'. Th¡s statements

add¡esses account¡ng and flnancial reporting for certa¡n extemal investment pools and pool participant.

Specifically, it establ¡shes criteria for an extemal investment pool to qualify for making the election to measure

all of its ¡nvestnenb at amortized cost for financ¡al reporting purpose. An extemal investrnent pool qualifed for
that reporting if it meets all of the applicable criteria established in this Statements. The prov¡s¡ons of this

statement are not effective until fiscal year 2016 and 2017.

The impact of these statemenb on üe Municipality's basic financial statemenb has not yet been determ¡ned.
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CASH AND CASH EQUIVALENTS

The Municipality ma¡ntains its deposits in various mmmerc¡al banks located in Puerto Rico and Govemment Development

Bank for Puerto Rico (GDB). Proceeds fiom bonds and funds related to certa¡n grant awads are required by law to be held

with GDB.

Custodial credit risk that in the event of a bank failure, the Mun¡c¡pal¡ty's deposits may not be recovered. Pursuant to the

Statement of tnvestnent Guidelines for the Govemment oÍ the Commonwealth of Puelo Rico the balances depsited in

commercial banks by the Munic¡pal¡ty are insured by the Federal Deposit lnsurance Corporation (FDIC) generally up to a

maximum of $250,000 per depositor. ln addition, public funds deposited in commercial banks by he Municipality are fully

securities pledged as collateral are held, ¡n the Mun¡cipality's narne, by the agents of the Commonweatth's Secretary of

Treasury. Deposits wih GDB are uninsurcd and unmllate¡alized. However, no losses related to defaults by GDB on deposit

transact¡ons have been incuned by he Municipality through June 30, 2015. Thercfore, the Mun¡c¡pality's management has

concluded that at June 30, 2015 the custodial credit risk assoc¡ated with the Municipality's cash and cash equivalents is

mnsidered low.

The Mun¡cipality's bank balances in commercial banks of $422,523 in Oúrer Govemmental Funds were fully collateralized at

June 30, 2015.

The deposits at GDB of $256,545 in the General Fund, the §1,749,345 in úre Debt Service Fund, and the S57,202 in Other

Govemmental Funds, are unsecured and unmllateralized, as no collateral ¡s requircd to be canied by govemmental banks.

RECEIVABLES

A. Proper§ Taxes Receivables

Property taxes receivable of $33,127 and $25,417 in he General Fund and Debt SeNice Fund, respect¡vely, represenb

advances fiom fiscal year 2014-2015, not collected by the Mun¡cipality at June 30, 2015.

B. Sales Tax Receivables

As described ¡n Note 14, the Municipal Legislature appmved the ¡mposition of the municipal sales and use tax during

fiscal year 200&2007. lndividuals, organ¡zat¡ons and entities subject to collect the municipal sales and use tax must file

a tax retum to the Municipality. Tax is due each 20ñ day of each month based on tax collected ¡n the prec€ding month.

Therefore, sales tax receivable of $6,389 in ihe General Fund, represenb the amounts due by the taxpayers at June 30,

2015.

C. lntergovemmental Receivables

Receivables in the Other Govemmental Funds represent expenditures incured not yet re¡mbursed by the state agenc¡es.

Following is a detail of the state govemment rece¡vables:

D,escription Amount

State Department of Labor
State Department of Educaüon - OMEP

Total

$ 50,000

4.000

l__54,000
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3. RECETVABLES(CoNTINUED)

D. Federal Grants Receivable

Federal granb receivable amounting to $4,453,462 in the School lmprovement Grant Fund represents expenditures
¡ncured not yet rcimbursed by Department of Educat¡on, the pass{hrough agency. Also, receivables in Oher
Govemmental Funds represent expenditures incuned not yet reimbursed by the federal agencies or the pass{hrough
grantors. Following is a detailofthe federal grants rece¡vable:

Description Amount

Child Care and Development Block Grant

State Administration of Public Hous¡ng

Community Service Block Grant
Community Development Block Grant
Homeland Security Grant
Puerto Rico Rural Development Corporation
Puerto Rico Regional Elderly 0ffice
Emergency Solution Grant

Total

$ 46,423

39,978

10,552

139,480

14,966

1t0
74,983

14.495

§__140.9!7

F.

Other Receivables

Other rece¡vable in the Other Govemmental Fund, for the amount of $2,799 represents parents' contribution share for
the program Child Care Development Block Grant.

Due from Other Funds

lnter-fund rece¡vables and payables at June 30, 2015 are summarized as follows:

Receivable Fund Payable Fund Purpose Amount

General Fund

Other Govemmental
Funds

Total

Other Govemmental
Funds

General Fund

Payroll and reimbursable

expenditures

lnter-fund Loans

242,504

r.487.503

s_lfionoz
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4, CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE

REAL ESTATE HELD FOR SALE

On July 6, 2009, the Mun¡c¡pality enter ¡nto an agreement with the Commissioner of Municipal Affairs to participate in a

construcction of a nine (9) apartmenb building, for low and very low income families, fnanced with funds proüded by the

Federal program CDBG- Neighborhood Stabilization Program. At June 30, 2015, real estate held for sale presented in tn
govemmental wide statement of net position, related to these consfuctons, amounted $987,150.

CAPITAL ASSETS

The Municipality has not ma¡ntained complete and adequate records in order to obtain suffcient and competent ev¡dential

matter elated to the Cap¡tal Assets reported in he govemmental activities. ln addition, the inftastructure assets recorded in

the accompanying Statement of Net Position do not include a substantial portion of the Municipali§'s ¡nftastructure assets

consfucted or acquired by ún Municipality from '1980 through June 30, 2015. GASB Statement No. 34 requires to

retroactively applying the requ¡rements to major general ¡nfrastructure asseb wihin at least four (4) yeas of the adoption of

this Pronouncement, which is not later June 30, 2007. The Municipality has not compl¡ed with this requirement.

Cap¡tal asseb; those wih an estimated useful live of one year or more from the t¡me of acqu¡s¡tion by the Mun¡c¡pality and a

cost of $50 or mor€, are primarily funded through the issuance of long{erm bonds and loans and stáe and federal

assignmenb. A summary of capital assets and changes occuning in 2013, ¡ncluding those changes pursuant to the

implementation of GASB Statement No. 34, follows (Land and construcüon in progress are not subject to depreciaüon):

Govemmental Activit¡es
Balance

June 30,201¡l Additions
Ret¡rements, Balance

Roclass¡f¡cat¡ons June30,2015

Capital asset, not being deprec¡ated:

Land
Work of Art

Constuction in progress

Total capital assets not be¡ng depreciated

Capital assets, being depreciated:

Buildings

lmprovements
lnfrastructure
Madlinery and equipment
Motor vehides

Total capital assets being depreciated

Less accumulated depreciation for:

Bu¡ld¡ngs

lmprovements
lnfastucture
Machinery and equipment
Motor vehicles

Total accumulated deprec¡ation

Total capital assets being depreciated, net

Govemmental activities capital asse{s, net

$ 952,3'13

90,000
12.820.950

13.863.263

4,585,285
4,760,769
8,238,091

1,359,931

2.196.861

21140.937

(2,783,824)
(2,240,150)
(1,912,639)

11,s77,49'tl
(2.391.73't)

t10.905.835)

10.235j02

$_24.098,a0§

(177,193)
(239,133)
(207,100)

$23.4261

{623.4261

{623.426}

$ 952,313
90,000

12.820.950

13.863.263

4,585,285

4,760,769
8,238,091
1,359,931

2.196.861

21j40.937

(2,961,017)
(2,479,283\
(2,119,739)
(1,577,4911

t2.391.731)

(11.529.261)

9.611.676

$_2&124,!139
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4. CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE (CONTINUED)

CAPITAL ASSETS (Continued)

Depreciation expenses were charged to govemmental functions/programs as follows:

Govemmental activities Amount

General govemment

Mayor and Municipal

Public Safety
Publ¡c Works

Culture and Recreation

Sanitation

Human services and welfare

Total depreciat¡on expenses

$ 81,618

101,824
46,307

268,830
36,051

45,007
43.789

L_§2X420

The Municipality has not mainta¡ned complete and adequate records ¡n order to obtain suffcient and competent ev¡dential

matter related to the capital assets reported in the govemmental activities. ln addition, the infrastructure assets recorded in

the accompanying statement of net posiüon do not include a substantial portion of the Municipali§'s infrastructure assets

constnrcted or acquired by üre Municipality from 1980 through June 30, 2014. GASB Statement No. 34 requires to

retroacüvely apply¡ng the requirements to maior general infrastructure asseb wihin at least four (4) years of the adoption of
th¡s pronouncement, which is not later than June 30,2007. The Mun¡c¡pal¡ty has not complied with this requirement.

ACCOUNTS PAYABLE AND ACCRUED EXPENSES LIABILITIES

Accounts payable and accrued expenses l¡ab¡lit¡es ¡n govemmentalfund financial statemenb represent expenditures incuned

during fiscal year N14-2015, and not pa¡d by the Mun¡c¡pal¡ty at June 30, 20'15. Following is a detail of these accounts

payable and accrued liabilities:

Accounts
Maior Govemmental Funds Payable

Accrued
Liabilities Total

General Fund

School lmprovement Grant Fund

Other Govemmental Funds

Total

$ 405,565
4,538,457

426.789

l-5,:uo.efl

404,740- 8'10,305

4,538,457
426.789

5J7t5f_4J4J4J
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BONDS AND NOTES PAYABLE

The Municipality issued general and special obligation bonds and notes, princ¡pally to provide funds for the acquisition and

construction of major capital facilities, to pay debt incuned in prior years and to mver expend¡fures of special events. At June

30, 20'15, the govemment-wide and fund financial statements presented accounts payable regarding to the outstand¡ng

balance of these bond and notes in he amount of $430,000 and accrued interests of$210,178.

DUE TO OTHER GOVERNi'ENTAL UNITS

As of June 30, 2015, balance due to other govemmental unib consisb of he following:

Governmental Agency Amount

Office of the Commissioner of Municipal

Affairs
MRCC

Commonwealth of Puerto R¡co Employees

Association
State Aqueduct and Sewer Authority

General Service Ad m¡n¡strat¡on

Total

$ 402,923
4,373

9,945
61,598

1.006

$__429§4§

UI{EARNED REVENUES

A Volume of business tax - uneamed revenues of $129,977 in the General Fund relates to volume of business taxes

mllected in fiscal year 2014-20'15 that will be eamed in fiscal year 2015-2016.

B. Fede¡al Grants - uneamed revenues presented ¡n he Oher Govemmental Funds represents the portion of federal
grants received for which qualifying expenditures have not been incured. Uneamed revenues fmm the federal
govemment in the Other Govemmental Funds are as follows:

Proqram Description Amount

Homeland Security Department

Child and Adult Care Food Program

Twenty-First Century Community Leaming

Centers

Homelessness Prevention and Rapid Re-

housing Program

911 System
Housing Preservation Grant
Commun¡ty Department Block Grant

Total

$ 68,947
28,714

68,607

7,958
29,783

4,360
14.430

s__ruIs
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9. DEFERRED OUTFLOWINFLOW OF RESOURCES

At June 30, 2015, measurable and unavailable revenues recoded in the GWFS and the govemmental fund financial

statements ¡n the General Fund is MRCC Final Liqu¡dat¡on of Property Taxes.

10, GENERAL LONG-TERM DEBTS

Long{erm l¡ab¡l¡ty trtivity for the year ended June 30, 2015, was as follows:

Description

Beg¡nn¡ng
Balance.

as restated
Borowings
or Additions

Payments or
Déduc'tions

Ending
Balance

Due With¡n
One Year

Bonds and Notes Payable

Property Tax Debt - Law 42

Compensated absences

Property Tax Debt - MRCC

Section 108 Guaranteed Loan

State Aqueduct and Sewer

Auhority - debt agreement

State Retrement System

Administration- debt agreement

Claims & Judgmenb .

Total

$ 13,590,000

1,160,376
1,638,411

't57,633

2,165,000

238.619

§l!.9§0J¡39

(10,000)

357,498

274,804

220,393
73.800

$116,495

$ 470,000 $ 13,110,000

34,928 1.125,M8
- 1,995,909

157,633
167,000 1,998,000

- 274,8U

195,905 24,488

$ 470,000

37,122
410,000

167,000
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A. GENERAL OBLIGATIONS BONDS AND NOTES

The Municipality issues geneÉl and special obligation bonds and notes, principally, to provide funds for the aquisiüon
and construction of malor cap¡tal facililies, to pay debt incuned in prior years, and to cover he expenditures of a special

event. Bonds and notes payables as of June 30, 2015, are comprised of the following individual issues:

DESCRIPTION AMOU}¡T

$4,920,000, Series 2008, for mnstruction of public recreational facilities, payable in

annual installments rang¡ng from $70,000 to $420,000, excluding variable interest

from 1.4870 to 5.00%, through July '1, 2032

$1,1'10,000, Series 2007, for mnstruct¡on of public recreational fac¡l¡t¡es, payable ¡n

annual installments ranging fiom $15,000 to S95,000, excluding f¡xed ¡nterest tom
5.00%, through July l, 2032

$'1,030,000, Series 2010, for mnstruction of public recreationalfacilities, payable in

annual installments ranging from $15,000 to $90,000, excluding fixed interest from

6.50%, through July 1, 2034

$820,000, Series 2010, for operational purposes, payable in annual ¡nstallments

ranging from $20,000 to $80,000, excluding variable interest from 6.50% to 7.00o/o,

through July l, 2029

4,265,000

940,000

915,000
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED}

FOR THE FISCAL YEAR EI{DED JUNE 30, 2015

10. GENERAL LONG-TERM DEBTS (CONTINUED}

A. GENERAL OBLIGATIONS BONDS AND NOTES (Continued)

DESCRIPTION AMOUNT

$255,000, Series 2011, for operational purposes, payable ¡n annual installments

ranging from $30,000 to $45,000, excluding variable ¡nterest from 6.00% to 6.50%,

through July 1,2018

$605,000, Series 2012, for ope¡ational purposes, payable in annual inshllments

ranging from $10,000 to $50,000, excluding variable interest from 6.000/o to 6.50%,

through July '1, 2036

$1,965,000, Series 2012, for operaüonal purposes, payable in annual installments

ranging from $25,000 to $165,000, exclud¡ng variable ¡nterest from 6.00% to 7.00%,

through July 1, 2037

$440,000, Series 2012, for operational purposes, payable in annual ¡nstallmenls

ranging from $50,000 to $80,000, excluding variable interest from 6.00% to 7.00%,

through July l, 2019

$260,000, Series 20í2, for purchase of equipment, payable in annual installmenb
ranging from $5,000 to $25,000, excluding variable interest from 6.00% to 7.00%,

lhrough July 1, 2034

$655,000, Series 2012, for construction of publ¡c recreational facil¡ties, payable ¡n
annual installmenb ranging fom $25,000 to $70,000, excluding variable interest
from 6.00% to 7.00%, thmugh July 1, 2027

$2,410,000, Series 2013, for operational purposes, payable in annual installments

ranging from $30,000 to $200,000, excluding variable interest from 6.00% to 7.50%,

through July 1, 2038

$410,000, Series 2013, for operational purposes, payable ¡n annual ¡nstallmenb
rang¡ng from $45,000 to $75,000, excluding variable interestfrom 6.00% to 7.00%,

through July l, 2020

Total General obligations - Bonds

125,000

565,000

1,875,000

275,000

245,000

575,000

2,330,000

3r5.000

$1¡Jl0@
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MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMENTS (COT{TINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(}I5

I(l. GENERAL LONG.TERi' DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS AtlD I{OTES (Continued}

These bonds and notes are payable with the following Mun¡c¡pality's resources:

* Special ad valorem property tax, which is restricted for debt service and retained by the Govemment

Development Bank for Puerto R¡co for such purposes;

.:. Community Development Block Granb' Funds;

* Mun¡c¡pal Sales Taxes resources restricted for debt service, and;

* Operationalresources.

B. BONDS AND NOTES AMORTIZATION

The annual requircments to amortize the general obl¡gations outstanding as of June 30, 2015 are as follows:

Year Ending Principal lnterest
June 30, Payment Payment Total

20t6 $ 495,000 805,175 1,300,175

2017 540,000 782,950 1,322,950

2018 575,000 752,200 1,327,200

2019 580,000 716,075 1,296,075

2020 530,000 679,650 1,209,650

2021-2025 2,830,000 2,914,425 5,7M,425
2026-2030 3,745,0m 1,932,600 5,677,600

2031-2035 2,885,000 820,000 3,705,000

2036-2039 930.000 123.075 1.053.075

rotal §13J10000 -ll20Ji0 22.036J50

C. PROPERWTAX DEBT- LAW42

The Municipali§ entered into a repayment agreement wih he Govemment Development Bank for Puerto Rico (GDB)

and úre CRIM, to pay off üre excess of property tax advances through fscal year 2000 and 2001. The CRIM retains the
payment from the property tax advances of the Municipali§. The amounts retained by the CRIM are remitted to GDB on

July 1 of each yearthrough July l, 2032 bearing interests at 6.19%. The oubtand¡ng balance ofhe note payable to the

CRIM at June 30, 2015 amounted to $1,125,¡148.

D. COMPET{SATEDABSENCES

The govemment-w¡de statement of net position includes $1,995,909 of accrued sick leave benefits, and accrued v*ation
benefib, representing tre Municipality's commitnent to fund such cosb from future operations. The Municipality did not

mainta¡n mmplete and adequate records over the compensated absences balances prcsented in the statement of net
position at June 30, 2015.
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11.

10. GENERAL LoNG-TERil DEBTS (CONTINUED)

E. SECTION I(,SGUARANTEED LOAN

On September '14, 2006, the Municipality entered ¡nto a loan guarantee commirnent of $3,000,000 with the U.S.

Department of Housing and Uóan Development (HUD) pursuant to an application under Seclion 108 ofthe Housing and

Communi§ Development Act of 1974 (Section 108).

The proceeds of$3,000,000 ofthe loan guarantee commiÍnentwere used by the Mun¡c¡pality to finance üe mnstruction

of a public recreational facility. The proceeds and uses of the loan guarantee mmm¡tment wete accounted for ¡n lhe

Section 108 loan guarantee, a fund ¡n the Other Govemment Funds. The loan guarantee comm¡trnent is repaid with grant

awards received from the Communi§ Development Block Grants (CDBG), administered by the Puerto R¡co pass-

through, Offce of the Commissioner of Munic¡pal Affairs (OCAM). At June 30, 2015, the outstanding principal balance

of the loan guarantee comm¡tnent amounted to $1,998,000. Actually, he Municipality is not complying with the requ¡red

annual paymenb of the Sect¡on 108 loan. The amounts not paid by the Mun¡c¡pality during the past fiscal years were
paid directly by the OCAM. At June 30, 20í5, the Municipality owes to OCAM the amount of $402,923 in accumulated

principal and interest paymenb from cunent and past years.

DEBT RETIRElllENT

Revenues of the debt serv¡ce fund consist of the ad-valorem property taxes wh¡ch are recognized as revenue when mllected

from taxpayers and reported by the Municipal Revenue Collection Center of the Commonu,ealth of Puerto Rico to the

Mun¡cipality.

These p¡operty taxes are accumulated by the Municipal Rerrenue Collection Center ¡n cosb of the general obl¡gaüons bonds

¡ssued by the Mun¡c¡pal¡ty. Paymenb are made to the Govemment Development Bank of he Commonwealth of Puerto Rico

from such accumulated funds by the Municipal Revenue Collection Center of Puerto Rim.

PROPERTY TAXES

The Mun¡cipality is authorized by Law No. 8'l to impose and mllect personal and real property taxes. Under the laws and

regulations of the Commonweallh, personal property taxes can be imposed to any natural or legal person that at January 1

of each year is engaged in trade or business and is the owner of pesonal property used in trade or business.

PeBonal property taxes are self-assessed by taxpayers every year generally using the book value of pesonal property asseb
owned by the taxpayer at January'l (assessment date) and reporting such taxable value through a personal property lax
retum filed on May 15 subsequeni to the assessment date. The total personal property tax rate in force at June 30, 2015 was
6.83% (of which 2.30% belong to the Commonwealth of Puerto Rico and 4.03% belongs to the Municipality).

Real property taxes are assessed by CRIM. The assessment on real property is made every January 'l and is based on
est¡mated cunent values of the property deflated to 1957 market prices. The total real property tax rate in force at June 30,

2015 was 9.83o/o (of which 2.30% belongs to the Common$/ealth of Puerto Rico and 7.53% belongs to the Municipality).

Residenüal real property occupied by its owner is exempt by law from property taxes on üe first $ 15,000 of the assessed

value (at 1957 market prices). For such exempt amounts, the Deparhnent of Treasury assumes payment of the basic tax
(4% and 670 for personal and real property, respect¡vely) to the Mun¡c¡pality, except for property assessed of less than $3,500
(at 1957 market prices), for which no payment ¡s made.

't2.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED}

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

,t2. PROPERTY TAXES (CONTINUED)

CRIM is responsible for the billing and collect¡ons of real and peBonal property taxes on behalf of he Municipality. Prior to

the beginning of each fiscal year, CRIM informs the Mun¡c¡pality of úre estimated amount of property tax expected to be

collected for the ensuing fiscal year. Throughout the year, CRIM advances funds to the Mun¡c¡pality based on the initial

esümated mllections. CRIM is required by law to prepare a settlement statement on a fiscal year basis, whereby a mmparison

¡s made between the amounts advanced to the Municipality and amounts actually colle{ted from taxpayeB.

Th¡s settlement has to be completed on a preliminary basis not later than each December 31. lf CRIM remits to ú|e

Municipality property tax advances, wh¡ch are less than the property tax etually collected, an additional property tax

rece¡vable is recorded

at June 30. However, if advances exceed he amount actually collected by CRIM, an intergovemmental payable is recorded

at June 30.

Law No. 81 provides for the levy of an annual special tax of 1.030/o of the assessed value of all real and personal property

not exonerated ftom taxation. Such special tax is levied and collected by CRIM. Collections ofth¡s specialhx are remitted to

the Commonwealth's debt service fund for payment of debt service on general obligations of the Commonweatth.

ln addition, 1.500/o of the total pesonal and real property taxes collected by CRIM is mticted for the Municipality's debt

service requirements and ¡s retained by GDB for such purposes.

The Additional Lottery System ofthe Commonwealth (he 'Additional Lottery') is an operational unit reported as an enterprise
fund of the Commonwealth, which cunently operates several betting ahematives to the citizens of Puerto Rico. The Additional

Lottery is required every year to distribute a portion of its excess of revenues over expenses as follows:

* Thiily-five percent (35%) of ¡b net eam¡ngs (defined as the excess of revenues over expenses less an amount
earmarked for he Fund for Rent and Home lmprovement Subsidy Program for he Low-lnmme Qualifying Elderly) is

earmarked to the mun¡c¡pal¡ties of the Common$/ealth, of which a max¡mum of $26 million, on an annual basis, ¡s

distributed to the Municipal Equalization Fund held by CRIM to cover operating expenses and permanent

improvemenb of he municipalities.

{. An additional amount not exceeding $16 million, on an annual bas¡s, ¡s d¡stributed to the Mun¡c¡pal Equal¡zat¡on Fund,

provided it is within the 35% mnesponding to the municipalities of the Commonwealth. When the accumulated

municipal appropdations from the municipalities' Puerto Rico Health Reform are covered up to June 30, 1997, these
resources w¡ll be assigned to the Health lnsurance Administration, a component unit ofthe Commonwealth.

13. VOLUlilE OF BUSII{ESS TAXES

The Mun¡c¡pality is authorized by Law No. 81 to ¡mpose and collect mun¡c¡pal license taxes on all trade or bus¡ness act¡v¡ües

operated by any natural or legal person wihin the tenitorial area of Maunabo. This is a self-assessed tax generally based

on the business volume measured by gross sales. The Municipality establishes the applicable tax rates. At June 30, 2015,

the mun¡c¡pal tax rates imposed by the Mun¡c¡pal¡ty were 1.500/o for financing instituüons and 0.50% for other types of
taxpayers. Any taxpayers that have been granted with partial tax exempt¡ons under any of the incentive tax laws of the
Commonwealth ultimately pay munic¡pal license taxes at reduced tax rates, generally between 6070 and 90% under standard

rates.

Each taxpayer must asses his/her conesponding municipal license tax by declaring his/hervolume of bus¡ness through a tax
retum to be liled every April l5 based on the actual volume of business generated in úe preceding calendar year.
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VoLUME OF BUS|I{ESS TA,\ES (CONTINUED)

Taxpayes with a sales volume of $3 mill¡on or more must include audited financ¡al statemenls wiü their tax retums. The tax

can be paid by the taxpayer in two equal installmenb due on July 15 and January 15, subsequent to the filing of the

declaration.

The first installment of the tax mvers the s¡x-month perirf ended December 3,l, subsequent to the filing date of he
declaraüon, while he second installment of the tax coves the six-month period ended June 30 of the subsequent calendar

year. lf a taxpayer elects to pay the tax in fullon the fil¡ng date oftre declaration (genenally April l5), a 5% discount is granted

automaücally on the total tax amount due.

Any municipal license taxes collected in advance (that is, pertaining to a future fiscal year) are recorded as uneamed revenues

in the GWFS and the GFFS (See Note 9).

SALES TAXES

On July 4, 2006, the Commonwealth Legislature approved Act No. 117 ("Act 117') which amends the Puerto Rico lntemal

Revenue Code of í994 to provide, among other things, for a sale and use tax of 5.570 to be imposed by úe Commonwealth

Govemmenl. Act 117 also authorizes each municipal govemment to impose a municipal sale and use tax of 1.5ol0. This

municipal sales and use tax has in general the same tax base and limitations (except for unprocessed foods) m those provided

by the Commonwealth's sales and use tax.

On July 29, 2007, the Commonwealth Legislature approved Act No. 80 (Act 80) which amends Act No. 117 of July 4, 2006 to

impose to all he Munic¡pal¡ties of Puerto Rico a uniform municipal sales and use tax of 1.5%. Effective August 1, 2007 1o/o of
the 1.5% is collected by the Municipalities and the remaining .5% of the 1.5% ¡s collected by the Puerto Rico Departnent of
Treasury (PRDT).

The amount mllected by the PRDT, (.50/o of tte '1.57d is deposited in accounts or special funds in the Govemmental

Development Bank of Puerto Rico (GDB), subiect to restrictions imposed and distributed a follows:

o .2% of the .5% will be deposited in a Mun¡cipal Development Fund to be d¡smbuted among all he municipalities ¡n accordance

with a formula created by he Act,

. .2% ofhe .5% will be deposited ¡n a Municipal Redemption Fund io finance loans to Municipal¡ties and,

. .1% of fie .5% will be deposited in a Municipal lmprovement Fund lo finance capital improvement projects; hese funds will be

d¡stribuled based on legislation fom he Commonwealfi's Legislature

The Municipal Legislature approved a municipal ordinance to conform to dispositions of Act 80. Effective January 1, 2011 he
Commonwealth of Puerlo R¡co adopted a new lntemal Revenue Code (2011 PR Code). Subtife D (Sections 4010 to 4070)

of the 2011 PR Code inmrporates the dispositions applicable to the sales and use tax. As stabd by Section 4050 the

Municipalities may use the sales and use tax proceeds to finance solid waste, recycling, capital prcjects, healh and public

safety programs as well as any other act¡v¡ty that promotes sound public administration.

lndividuals, organizations and entit¡es sub.lect to collect the municipal sales and use bx must file a tax retum to the PRDT.

The tax ¡s due the 10th day of each month based on tax mllected in the prcceding month. The Mun¡c¡pality recorded as

revenue $80,867 in the general fund conesponding to úre l0lo imposition and $981,797 ¡n the debt service fund mnesponding
to the Municipal Redemption Fund.

't4.
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14. SALES TAXES (COI{TTNUED)

lnd¡viduals, organ¡zat¡ons and entities subject to collect the municipal sales and use tax must file a tax retum to the

Municipality. The tax is due lhe 1oth day of each month based on tax collected ¡n the preceding month. Municipal sales and

use tax receivable in the general at June 30, 2015, of $6,389, represenb the tax mllected on June (or before) by individuals,

organ¡zations and ent¡ües but reported and paid to the Municipality on or before July 
,l0, 

net of uncollectible accounts.

0n June 30, 20í3, the Commonwealth approved Act No. 40 which among other things, reduces the municipal sales and use

tax from 1.5% to 'l% and increasing the Commonwealth sales and use tax from 5.5% to 670 effective December 1, 2013. This

Act was subsequently amended to change this effective date from December 1,2013 to February 1, 2014.

ln order to address the f¡scal and credit crisis of the Commonwealth of Puerto Rico, the GDB liquidity and the diffcult fiscal

situation ofthe municipalities of Puerto Rico, on January 24, 2014 the Commonwealth approved Act No. 18 and 19. Those

Acts provide for the restructuring and creation of fnancing structures from sales and use tax sources to guarantee and pay

municipal long{erm debt issuances. As a result of this leg¡slat¡on the municipalities of Puerto Rim may improve its credit

capac¡ty along wift maintaining sufficient resources for operations.

The purpose of the Act No. 18 of January 24, 2014 ¡s to crcate a special fund called Municipal Administration Fund (FAM)

under custody of the Govemmental Development Bank of Puerto Rico ("GDB") hat permits the Municipalities to guarantee

and pay long term debt and provide funds for its geneml operations. ln addition, lh¡s Act improves the financing capacity of
the Puerto Rico Sales Tax Financing Corporation (COF|NA), a Commonwealth fund administercd by GDB and the P.R.

Secretary of Treasury. The Act includes provisions for municipal¡ües that do not want to be covercd by the Act. Special rules

apply for those mun¡c¡pal¡t¡es. The Act ¡s effective on February 1,2014.

The 6% mnesponding to he Commonwealth's sales and use tax will be deposited in COFINA. From these funds dudng a

transitory period fiom February 1, 2014 to June 30, 20'14 the Commonwealth deposited $43,440,184 in the FAM to be

distributed to the Municipalities as follows:

r .2% will be deposited in a Municipal Development Fund to be distributed to the municipaliües,

. .270 will be deposited in a Municipal Redemption Fund to guamntee and repay he municipal¡ties long term debt and,

. .1% will be deposited in a Municipal lmprovement Fund to finance capital ¡mprovement projecb; these funds w¡ll be

distributed based on leg¡slat¡on ftom the Commonwealth's Legislature.

AfterJuly 1, 2014 the 6% conesponding to he Commonweallh's sales and use tax will be deposited in COFINA. From these

funds the Commonwealth willdeposit.S% in the FAM. Distribution to municipalit¡es w¡lldepend on whether the municipal¡ües

s¡gned an agreementto be covered or not covered bythe Act's provisions. The Mun¡c¡palityof Maunabo signed the agreement
to be covered.
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14. SALES TAXES (CONTTNUED)

For municipalities covered by he agreement the .50/o will be distributed as follows:

. .2o/o will be deposited in the Mun¡cipal Development Fund to be distributed to the municipalities,

o .2o/o wtll be deposited in a Municipal Redemption Fund to then be deposited ¡n the mun¡c¡pal¡t¡es general fund (the

municipalities has the option to maintain funds in the Municipal Redemption Fund or to transfer funds from the
Munic¡pal Development Fund lo increase its debt marg¡n and ¡ssue loans to be obtained ftom financ¡al ¡nsütutions)

o .1% will be deposited in a Municipal lmprovement Fund to f¡nance cap¡tal improvement pmjecb; these funds will be
distributed based on legislation from the Commonwealth's Legislature.

For municipalities not covercd by the agreement the .50/o will be distdbuted as follows:

c .2o/o will be deposited ¡n the Munic¡pal Development Fund. Section 4 of the Act requires amounts depos¡ted in the
Munic¡pal Development Fund of municipalities not mvered by the Act to be redistributed to the municipalities covered
by the Act,

. .2o/o will be deposited in a Municipal Redempüon Fund to guarante€ and repay long term debt hrough any financ¡al
instifution (each semester the municipalities may transfer to their general fund úre funds in excess of debt service
requirements),

o .1% will be deposited in a Municipal lmprovement Fund to finance capital ¡mprovement projecb; these funds w¡ll be
distributed based on legislat¡on ftom the Commonweatth's Legislature.

The purpose of the Act No. 19 of January 24, 2014 is to create the Municipal Finance Corporation (CoF|M) a public

corporation and a component unit of the Govemmental Development Bank of Puerto Rico (GDB) wh¡ch may issue, pay or
refinance long{em debt of municipaliües. Principal and interest of these bonds and loans will be guaranteed with the
municipal sales and use tax (1%). The Act includes provisions for municipal¡ties that do not want to be covered by the Act.
Spec¡al rules apply for those mun¡c¡palit¡es. The Act is effective on February 1,2014.

After July 1,2014,hhe 1% mresponding to the municipaliües' sales and use tax will be deposiled in COFIM. Fmm these
funds COFIM willdepositto he COFIM's sinking fund he greaterof: .370 of the 1% municipalsales and use tax oran Annual
Rental Fee (RFA). The RFA for fiscal year 2014-2015 will be $65,541,281 and thereafter will be 1.5% of úre RFA of the
preceding fiscal period. The excess ofthe rcquired deposit to the COFIM's sinking fund (.7% ofthe 1% ofthe municipalsales
and use tax)will be transfered to the generalfund of municipalities covered by the agreement orto the Municipal Redempt¡on
Fund as decided by the municipality. Before the tmnsfer of the .7% to the mun¡cipalities covered by the Act, COFIM w¡ll
transfer the 'l% municipal sales and use tax to the munic¡palities not covered by the Act. These municipaliües cannot obtain
loans guaranteed by COFIM's sinking fund.

lf at any moment the required depos¡ts to the CoFIM's sinking fund were not sufi¡c¡ent to pay the princ¡pal and interest of
any oubtanding obligation, the deficiency w¡ll be covered by appropriations of the Commonwealth's general fund budget.
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15. INTERGOVERNMENTAL REVENUES

lntergovemmental revenues consist primarily of funds received from úre Commonwealth of Puerto Rico, 'in lieu of tax"

payments from ttre Quas¡-Publ¡c Corporat¡on, Puerto Rim Electric Power Authority, and federal financial assistance received

from federal govemment. Grants and subsidies received ftom the Commonweallh of Puerto Rico and federal agencies

¡nclude, among others, a general subsidy for uóan development and capital ¡mprovemenb.

lntergovemmental revenues are accounted for through the General Fund except for those direcfly related to uóan

development and capital ¡mprovements, which are accounted for through the State Assignment, CDBG Funds and other

Govemmenlal Funds.

I6, INTERFUND TRAI{SFERS

lnter-fund transfers during the fiscal year ended at June 30, 2015, are summarized as follows:

T¡ansfer Out Transfer ln Purpose Amount

General Fund

Other Govemmental
Funds

Total

Other Govemmental
Funds

General Fund

To cover openting
expenditures

To cover operating

expend itures

$1,042,337

1.373.834

§a|10J21

,I7. EMPLOYEE'S RETIREMENT PLAN

a) Act No. iU7 and Systen 20N (until June 30,2013)

As ofJune 30, 2015 regular employees ofhe Municipality contribute to a cost-sharing multiple employerdefined beneft
retirement plan administered by the Employee's Retirement System of the Govemmenl of Puerto Rico and its

lnstrumentaliües (ERS). ERS covers all regular full-time publ¡c employees working for he central govemment, lhe
municipalities of Puerto Rico and certa¡n publ¡c corporations not having their own retiremenl systems.

The system provides retirement pensions, death, and disabil¡ty benefits. Retirement benefts depend upon age at

retirement and number of years of credited service. Benef s vest afrer ten years of plan participation.

The system operates under Act 447, approved on May '15, 1951 effect¡ve on January '1, 1952 and Act 1 of February 16,

1990 for employees that entered as participan§ ofthe Plan start¡ng April 1, 1990 and ending December 31, 1999. Under

this Act, reürement benefits t¡vere determ¡ned by the application of süpulated benefit ratios to the membeCs average

compensation. Average compensation wm mmputed based on the highest 36 monlhs of mmpensation recognized by

ERS. The annuity, for wh¡ch a plan member was elig¡ble, was l¡m¡ted to a minimum of $200 per monh and a maximum

. ol 751o of the average compensation. ERS issues a publicly financial report that ¡ncludes financ¡al statements and

requ¡red supplementary information ofthe Plan, which may be obtained from the ERS.
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17. Ei'PLOYEE'S RETIRETIENT PLAN (CONTINUED}

al Act No. tU7 and Sy§,frfi. 2M (unt¡l June 30, 2013) (Continued)

Act No. 305 of September 24, '1999 amended Act. No. ¿147 of 1951 and Act 1 of February 16, 1990 to establish a new

pension program (System 2000). The new pension program became effective on January 1, 2000. Employees

partic¡pating in the Act,l47 system as of December 3'1, 1999 had the cho¡ce to either stay in the defined beneft plan or

transfer to the new program. Persons jo¡n¡ng the govemment on or after January 1, 2000 were only allowed to become

members of the new program. System 2000 was a hybrid defined contribut¡on plan, also known as a cash balance plan.

There would be a pool of pension assets, which would be ¡nvested by the System, together with those ofhe curent
defined benefit plan. Benefts at retirement age would not be guaranteed by the State govemment and would be

subjected to he total accumulated balance of the savings account. The annuity would be based on a formula, wh¡ch

assumed hat each year the employee's contribution (with a minimum of 8.275o/o of the employee's salary up to a

max¡mum of 10%) would be ¡nvested in an account which would either: (1) eam a fixed rate based on the twcyear
Constant Maturity Treasury Note or, (2) eam a rate equal to 7570 ofthe retum ofhe System's investment portfolio (net

of management fees), or (3) eam a combinalion of both altemat¡ves. lf the sav¡ngs accounts balance was $10,000 or

less at t¡me of retirement, t|e balance would be distributed by the System to the participant as a lump sum. Part¡c¡pants

received pedodic account statements s¡milarto those of def¡ned contribution plans show¡ng the¡r accrued balances. The

employer contribut¡ons ('11.275% of the employee's salary) would be used to fund the plan. Under System 2000 the

ret¡rement age was reduced from 65 years to 60 for those employees who ¡o¡ned the cuÍent plan on or after April 1,

1990.

The Act No. 447, as amended, was the authori§ under which obl¡gat¡ons to contribute to the Plan by the Plan members,

employers and other contributing ent¡t¡es were established or amended. Plan members were required to contribute

5.775% of gross salary up to $6,600 plus 8.275% of gross salary in excess of $6,600 except for the Mayor or employee

under a supplementat¡on plan, wh¡ch mntributed 8.275% of gross salary. ln order to address the unfunded actuarial

accrued liability of the System, on July 6, 201 1 (effective July 1, 201 1) the Commonweatth Legislature approved Act No.

116 increaing the employers' contributions rate ftom 9.2750lo lo 10.2751o of employee compensation for fiscal year

2012, an additional 1% annually for each of the next four yea¡s, and 1 .25% annually for each of the five yeaB thereafter,

reaching an aggregate contribution rate of 20.525% effecüve July 1, 2020. The purpose of his Act was to provide cash

flow and strength the System to adequately cover administrative expenses and payment of benefib. The Municipality

was required to confibute 9.275% of gross salary unt¡l the fiscal year ended on June 30, 2013. As stated ¡n the Act,

percenl increases applicable to municipalities for fiscal years 2011-2012,2012-2013 y 2013-2014 would be financed

through the Commonwealh's budget approved by the Commonwealth's Legislature.

b) Act No. 3 of 2013 (Wnning July 1, 2013)

ln order to address its unfunded liab¡lity and rescue the System from insolvency, on April 4, 2013 the Commonwealth of
Puerto Rico enacted Act No. 3 of 2013, represent¡ng a comprehensive reform of the ERS. Act No. 3 became effective
on July 1, 2013 and amends the prov¡s¡ons of the different benefits structures under the ERS, including, but not limited

to, the following:

. All participanb (employees) under the defined benefit pension plans (Act,l47 and Act 1) and the defined

contribuüon plan (System 2000) were moved to a new hybrid plan ("New Plan").
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FIMNCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(lI5

17. Ei'PLOYEE'S RETIREMENT PLAN (CONTINUED)

b) Act No.3 oÍ 2013 (beginning July I, N13) (Conünued)

o For active partic¡panb of the contributory defined benef¡t programs under Act No. 447 of 
,l951 

and Act No. I of
'1990, all retirement benefits accrued through June 30, 2013 were frozen. Thereafrer, all futurc benefib will

accrue under the New Plan. Participants will receive a pension at retirement age equ¡valent to what they had

accrued under Act No. ¿147 and Act I up to June 30, 2013, and a supplemenlal annu¡ty conesponding to

contributions made after July 1, 2013.

o Participants under System 2000 will no longer receive a lum¡sum payment upon retirement, but rather a

lifeüme annui§ calculated at retirement based on a factor that will incoporate the ¡ndiv¡dual's l¡fe expectancy

and a rate of retum.

o New participanb underthe New Plan will receive a lifetime annui§ based on the accumulated balance of their
¡ndiv¡dual accounb (employees' contributions plus a refum on ¡nvestment).

. Eliminated the possibility of accru¡ng a merit pens¡on (payable once the participant had achieved 30 years of
creditable service) afterJune 30, 2013.

. lncreased employee mntributions from 8.2750lo to a minimum of '10.00%.

. After July 1, 2013 all employers must mntribute 12.275o/o of employee contribution wih an additional 1%

annually up to June 30, 2016; after July 1, 2016 an additional 1.25o/o annually for each of the five years

thereafter, reaching an aggregate contribution rate of 20.525% effecfve July 1, 2020. These contributions will
be used to increme the System's asseb, reduce he actuarial defic¡t and enable he System to comply w¡tfr

future obl¡gations.

. Retirement age was mod¡fied as follows:

o Act No. rl47 regular employees: age58to61,

o Act No. 447 h¡gh risk employees (state and mun¡c¡pal pol¡ce, firefighters and custody offcials): from

age 50 to 55 years,

o Act No. 305 (System 2000) regular employees: age 60 to 65; high risk employees remain the same
(55 years).

. Act 1 employees rcmained the same (65 years for regular employees and 55 for high risk employees. For new
employees under he New Plan will ret¡re afrer 67 years (retirement age úll be 67 for regular employees and
58 for high risk employees).

. Due to changes to Spec¡al Laws, the m¡n¡mum monthly pension for cunent retirees was increased from $400
to $500.

o Disability benefits werc eliminated and substituted for a mandatory disabil¡ty ¡nsurance policy. Beginning July
1, 2013, each employee must contribute to ftis ¡nsurance plan .250lo of his or her monthly salary, upto a monthly
maximum of $5,000. Therefore, the maximum monthly employee mntribution will be $12.50 ($5,000 x .25%).

. Survivor benefits were modified. 
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUNE 30, 2OI5

I7. EMPLOYEE'S RETIREMENT PLAN (CONTINUEO)

b) Act No. 3 of 2013 (beginning July 1, 2013) (Continued)

The actual comb¡ned employer and employee contributions for the curent and past two years, which are equal to the

statutory required contributions, are as follows:

Total

$587,142
304,496

214.187

$1,f05,825

Act No. 32 of 2013 (bqinning July 1, 2013)

On June 25, 20'13, Act No. 32 was approved in order to amend Act No. ¿147 of 1957 by creating a new Article 5-117

Add¡tional Uniform Contribution (AUC), with the purpose of solving the cash flow deficit of the System. For each fiscal
year, beginning on July 1, 2013, the ERS will: 1) determ¡ne the portion of he AUC attributable to each partic¡pating

employer based on the percenlage each employe/s contributions represent of the total employer contribut¡ons

established for that ñscal yean and 2) send to the director of lhe P.R. office of Management and Eudget (OMB) and to

each public corporation and mun¡cipality whose employees are covercd by ttris Act, a certiñcation of the AUC owed by

each employer.

Act No. 32 defines the concept ofthe AUC as follows:

o For the fiscal year 2013-2014, the AUC will be one hundred and forty million dollars ($140,000,000).

. For each subsEuent fiscal year, beginn¡ng with the 2014-2015 fiscal year until 2032-2033, the AUC will be the
contribution certifed by the extemal actuary of he System, at leasl 120 days prior to the beg¡nn¡ng of each
fiscal year, deemed necessary to prevent that the value of the System's p¡ojected gross assets, during any

subsequent fiscal year, be lower than one thousand million dollars ($1,000,000,000). lf, for any fiscal, the
certifed AUC is not ava¡lable w¡th¡n the 120{ay period prior to the beg¡nning of the sa¡d fiscal year or with¡n a
shorter term wih the consent of the OMB, the AUC will be equal to the mntribution certified for the ¡mmediate
preced¡ng fiscal year.

Each publ¡c corporation and municipality covered by th¡s Act is directly responsible for the payment of their mnesponding
certified AUC. However, for any f¡scal year, the OMB w¡ll cons¡gn ¡n the Commonwealh's General Budget enough

resources to subsidy totally or part¡ally the AUC certified to any public mrporation, munic¡pal¡ty or govemmental ent¡ty,

including the Judiciary Branch, whose operating expenditures are not fully or palially mvered by the General Budget
and for which the OMB, has subsequently determined it does not have the financial capacity to assume such obligation
during the fiscal year.

Fiscal year

ended June 30,

2015
2014
2013

Totals
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NOTES TO THE BASIC FINANCIAL STATEMENTS (COilTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(lI5

17. Ei'PLOYEE'S RETIREMENT PLAN (CONTII{UED)

c) Act No.32 o12013 (beginning July L mlq Pontinued)

For ttre fiscal year 2013-2014, $41.142 million dollars were ass¡gned to oMB through Commonwealttr Legislative

Resolution of Special Assignments No. 17 (RC 17-2013) for the total or partial subsidy of the AUC of any public

corporation or municipal¡ty üat the agency determined did not have the fnancial capacity to assume this obligation. The

OMB's evaluation ofa mun¡cipality's financialcapacity was based on two parameters:financial indicators and population.

The financ¡al indicators to be evaluated were: profitability index (net ¡ncome as a percentage of revenues); cap¡tal ratio

(the proportion between the net posilion ofthe ent§ and the AUC) and debt margin ratio (the prcportion between the

AUC and the municipality's special ad valorem tax debt margin (CAE)). For the fscal year ended June 30, 2014, the

AUC partially subsidy received by the Municipali§ from OMB was $fM,541, wh¡ch equaled the total contribut¡on

required.

ln addition to the pension benefits described above, the Municipali§ is required to cover annually the 370 increase in the
retirement plan of its retired employees, as required by Commonwealth's laws. Also, the Municipali§ is rcquired to

finance msb related to tre application of certain 'Special Laws' issued by the Commonwealth Govemment. Those

Special Laws granted increases ¡n pensions and other benefits to retired employees of the Mun¡cipality such as

medicines bonus, Christmas and summer bonuses and deah benefits. However, beginning July 1,2013, Act 3 of 2013

modified these Special Laws benefits as follows:

. Reduction ¡n the Chris[nas bonus from $600 to $200 (cunent retirees),

o Elimination of summer bonus of $'100 (cunent ret¡rees),

. No change in medical plan contribution of up to $1,200 and medicine bonus of $,l00 (cunent retirees).

o Eliminated all Special Law benefits to future ret¡rees.

Act No. 3 also established hat employers will mntribute $2,000 per for each refree that began work¡ng for the
govemment on or before December 31, 1999. This mntribuüon was established based on he assumpt¡on that the
System will benefit from the savings generated betureen this employer mntribution and he Spec¡al Law benefits pa¡d

out to retirees.

The historical trend information regarding the accumulaüon of asseb and pension beneft obligation ¡n the ERS ¡s not
ava¡lable. For the ten-year trend information, refer to the s€parately issued financial stalements of the ERS as of and for the
fscal year ended June 30, 2014. The P.R. Retirement Plan Adm¡nistration provides addiüonal information of the ERS. They
issue a public available financial repod that includes financial statemenb and rcquircd supplementary infomation for ERS,

as a component unit ofthe Commonwealth of Puerto Rico. That report may be obtained by writing to the Administrat¡on at
P0 Box 42003, Minillas Station, San Juan, P.R. 00940.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

EMPLOYEE S RETIREI,IENT PI-AN (C0NTINUED)

d) Stahrrronf lro.68 of the Govemmental Accounting Sbndard Boa¡d

The Statement No. 68 of the Govemmental Accounting Standard Board, Accounting and F¡nancial Reporting for

Pensions - an amendment of GASB No. 27 (GASB 68) became effective for the year ended June 30, 2015. This

Statement replaces the requircments of Statement No. 27, Accounting for Pensions by State and Local Govemmental

Employers, as well as the requirements of Statement No. 50, Pension Disclosures, as they relate to pensions that are

provided though pension plans administered as trusts or Eu¡valent anangements that meet certain criteria as is the

case of the ERS.

As of the date ofhe release ofthis report, he ERS has not issued ib 2014 basic financial stdemen§, nor has it provided

the Municipality with the required ¡nfomation to ¡mplement the requiremenb of Statement No. 68 of the Govemmental

Accounüng Standards Boad, Accounting and Financial Reporting for Pens¡ons - an amendment of GASB Statement No.

27 (GASB 68). Therefore, the accompanying govemmental actiüties ñnancial statemenb do not have any adjustments

that will be necessary for the Municipality to account for ¡ts proportionate share oftre net pens¡on liab¡lity, defened inflow

of resources and defened outflow of resources in the statement of net assets as of July 1, 2014 and June 30, 2015, as

well as the effect in the recorded pens¡on expense in the stalement of activities for the year ended June, 30, 2015. Also,

additional disclosures required by GASB 68 as well as required supplementary informat¡on have b€en omitted from these

basic financial statements.

The pension costs recognized in the accompanying financial statements are egual to the statutorily requ¡red

mntributions, w¡th a l¡abil¡ty recorded for any unpaid requ¡red contributions, wh¡ch is not in acmrdance with accounting

principles generally accepted in the Un¡ted States of America.

During the fiscal years ended June 30, 2015, 2014, and 20'13, the Municipal§ and the participating employees

contributed substantially all of the required mntributions to ERS and System 2000. The mmb¡ned actual mntributions

made by the Municipality and ib participating employees to ERS and System 2000 amounted to $587,142, $304,496

and $214,187 for the fiscal yeas ended June 30,2015,2014 and 20í3, respectively.

COft|MITITENTS AND CONTINGENCIES

A CLAII'SANDJUDGMENTS

The Municipality is, at present, a defendant in a numberof legal proceed¡ngs that arise from alleged improper applicaüon

of policies and negligence in ttre ordinary murse of the Mun¡cipality's actiüt¡es.

At June 30, 2015, the statement of net posit¡on presenb a l¡abil¡ty for cla¡ms & judgments amount¡ng to $3'12,419, related

to a pla¡nt¡ff for collection of money of construction perm¡ts.

It is management's opinion, based on the advice of the legal counsel, that the other potential claims aga¡nst the

Municipality not mvered by insurance will not materially affect the financ¡al resources for ¡b payment.

ln addiüon, the Mun¡cipality is a defendant or co{efendant in several legal proceedings, which are in discovery stage.

Certain of these claims are covered by insurance. Legal counsels w¡h the ¡nformation curenty available cannot

determine the final outcome of these proceeding. However, it has b€en the Municipality's experience that such acüons

are settled for amounts substanüally less than the claim amounts.

18.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUT{ABO

iloTES TO THE BASTC FtNANCtAL STATEMET¡TS (CONTtilUE0)
FOR THE FISCAL YEAR ENDED JUilE 30, 2015

c0MMtTMENTS AND CONTIt{GENCIES (CONTINUED)

B. FEDERALGRAilTS

ln the normal murse of operations, the Mun¡cipality rece¡ves grants from various Federal and State agenc¡es. The grant

progÉms are subject to aud¡t by agenb of the granling auhority, the puryose of which is to ensure mmpliance witr
conditions precedent lo the granting offunds.

C. OTHERCOMMITMENTS

At June 30, 20'15 the General Fund had comm¡trnenb of app¡oximately $339,730 for purchase orders or contracb that
will be honored during the subsequent year.

FUND BALAI'ICE (DEFICIT)

As of June 30, 2015, he fund balance (defic¡t) class¡fications are as follows:

t9.

Fund Balance
Debt

General Service
Fund Fund

School Oher
lmprovement Govemmental
Grant Fund Fund Total

Committed for:
General Govemment
Healh and San¡tat¡on

Uóan Development

Restricted for:
General Govemment
Publ¡c Safety

Public Works

Education
Healfi and San¡lat¡on

Human Services and Welfare

Uóan Development

Culfure and Recreation

Debt Service

Unassigned

Total Fund Balance

$ 256 545

(1.595.886)

3 f1.339.3¿lll

1,134,584

¡_1J34,584 §

$
(359,379)

46,549
(4,159)

57,029
4,690

831,352

63,989

t___§40,021

$ 256,545
(359,379)

46,549
(4,159)

57,029
4,690

831,352

63,989
1,134,584

(1,595.886)

3 ¡135-31¡l
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FOR THE FISCAL YEAR ENDED JUNE 30, 2015

20. ACCUMULATED DEFICIT

The Municipality has an accumulated deñcit of $1,339,341 in the General Fund. Among the act¡ons cunently taken by

management to reduce the accumulated deficit are; the inclusion ofan account for the amofization of the accumulated defic¡t

in the 2015-2016 operational budget, a reduction of the transitory employees maintains in the General Fund, an operational

cost reduction plan and a reduction ¡n the operational budget for the fiscal year 2015-2016. Also, tp Municipali§ is idenüfying

other intergovemmental revenues available by the State agencies, which can be used by the Municipali§ to cover operaüonal

costs.

21, SUBSEQUENTEVENTS

a) Real Estate Held fo¡ Sale

During past years, the Municipality participated in a construcct¡on of eight (8) aparfnenb building for low and very low
income families, financed wih funds provided by the Federal program CDBG- Neighborhood Stabilization Program. After
year ended June 30, 2015, the Municipality sold hree (3)units of project. During August 20f5, the Municipality send two
units of Villa Navano; one of hese sell it of $64,000 and another one by $&1,500. The federal program subsidy of these

units are $34,649 and $50,993, respectively and generate a program inmme of $29,351 and $33,507. These sales are

documented wih Resolutions #10 and #11 approved during July 2015.

The third sale was realized durign November 2015 by $49,500 and he federal program subidy was $41,044 genenate a
program income of $8,455. This sale was documented with Resoluüon #26 approved during November 2015.

b) Section 108 Loan Guarantee

On November 18, 2015, the Municipality's Legislature approves with Resolution #25 entered ¡nto a refinanc¡ng of Sect¡on
108 Loan Guarantee (Loan B{5-DC-72-0001-B).
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INDEPENDENT AUDITOR'S REPORT ON INTERT{AL CONTROL OVER FINANCIAL REPORTING

AND ON COi'PLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORI,ED IN ACCORDANCE WTH GOVERNITENI AUDII,i,G SIA,.,DARDS

To the Honorable Mayor and

Members of the Municipal Legislature

Municipality of Maunabo, Puerto Rico

We have audited, in acmrdance witr the Auditing Standards Generally Accepted in the Un¡ted States of Amedca and the

standards applicable to financial audits contained in Govemment Aud¡ting Standards issued by the Comptroller General of the

Un¡ted States, the financial statemenb of each ma.jor fund, and the aggregate remaining fund information of Mun¡c¡pality of

Maunabo, Puerto Rico (Municipali§), as of and for the fiscal year ended June 30, 2015, and the related notes to the financ¡al

staterrpnts. We werc engaged to audit úre fnancial statements of the govemmental activities. These financial statemenb

collectively comprise he Mun¡c¡pal¡ty's basic fnancial statemenb and have issued we report hereon dated March 4, 2016. We

did nol express an opinion on the govemmental activities because we were unable to obtain suffic¡ent and competent evident¡al

matter related to the capital assets- The report on the govemmental fund fnancial statements was qualified for the ¡nterjund

balances.

lntemal Control Over Financial ReDort¡nq

ln plannirE and perform¡ng our audit of the financ¡al statements, we considered the Municipality's intemal control over financ¡al

reporting to determine üre audit procedures that are appropriate in the circumstances for the purpose of expressing my opinions

on the financial statements, but not for the purpose of expressirg an opinion on the effectiveness of the Municipality's intemal

control. Accordingly, we do not express an op¡nion on the effectiveness of üre Mun¡c¡pality's ¡ntemal control.

Our consideration of intemal control was for the limited purpose described in the preceding paragraph and was not design to

identi! all deficienc¡es in intemal control that m¡ght be material weaknesses or significanl defciencies and therefore, material

weaknesses or significant deficiencies may exist that were not identified. However, as described in the accompanying Schedule

of F¡ndings and Questioned Costs, we identifed certain defciencies ¡n ¡ntemal control that I cons¡der to be material weaknesses

and significant deficiencies.

A deficiency in intemal confro, exisb when the design or operat¡on of a control does not allow management or employees, in the

normal course of perform¡ng the¡r ass¡gned functions, to prevent or detect and conect m¡sstatements on a timely basis. A mafend

weakfless is a deficiency, or comb¡nation of deficiencies, in intemal control such trat there is a reasonable possibility üat a
material misstatement of the ent¡ty's financial statemenb will not be prevented, or detected and conected on a t¡mely basis. We

consirler the deficiencies descdbed in the accompanying Schedule of Findings and Questioned Costs to be matedalweaknesses.

Findings 2015-00,l and 20'15{02.

¿9t tAfoz Siwro ñv.ñu., Suito 314. Son Judr, Ar.rto ii@ 00919 . T.lqphonG (787) 950-¡719. TcUFq:(787) 95Gl713
http,r/urt¡rlu.l'tiavsloz.(orñ' €+,loll: ñ161rolo:0(oqul.ñGt
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INDEPENDENT AUDITOR'S REPORT ON Ii.¡TERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER I¡IATTERS BASED ON AN AUD]T OF FINANCIAL STATEMENTS

PERFORMED lN ACCORDANCE WTH COWRNLENT AUDITI,JG SIAI'TDARDS
(Conünued)

A significant defrciency is a defic¡ency, or combination of defcienc¡es, in intemal contol that is less severe than a material

weakness, yet ¡mportant enough to merit attenl¡on by those charged wittr govemance. There were no significant defciency as

described in the accompany¡ng Schedule of Findings and Questioned Cosb.

Comoliance and Other Mattes

As part ofobtain¡ng reasonable assurance about wheher he Municipali§'s financialstatements are free of material m¡sstatement,

we performed tesb of its compliance wiür certain provisions of laws, regulations, contracb and grant agreemenb, noncompliance

with which could have a direct and material effect on he determination of fnancial statement amounb. However, providing an

opinion on compliance wilh hose provisions was not an obiective of our audit, and accordingly, we do not express such an

opinion. The results of our tesb did not disclose ¡nstances of noncompliance or other matters that are required to be reported

unde¡ Govemment Auditing Standards.

Municioalitv's Resoonse to Findinqs

Municipalit¡/s response to the find¡ngs identifed in our audit are described ¡n the accompaning Schedule of Findings and

Questioned Costs. Municipality's response was not subjecbd to the auditing prccedures applied in the aud¡t of the financial

statements and, accord¡ngly we express no opin¡on on ¡t.

Purpose of th¡s Reoort

The purpose of this report is solely to describe he scope of our tesüng of intemal control and compl¡ance and the resulb of that

testing, and not to provide an opinion on the effectiveness of he enlity's ¡ntemalmntrol oron compliance. This reprt is an integral
part of an aud¡t performed in accordance wilh Govemment Auditing Standards in considering the entity's intemal control and

compliance. Accord¡ngly, this mmmun¡cat¡on ¡s not su¡table for any other purpose.

)ül f./1# /é. , P, t <.
NTEVES VELAZQUEZ &cl, P.S.C. ,4
San Juan, Puerto Rico

March 4, 2016

Stamp No. 02725855 of he Puerto R¡co Society 0f
Certified Publ¡c Accountants has been afnxed to

he orig¡nal of th¡s report.
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IilDEPENDENT AUDITOR'S REPORT ON COMPLIAI.ICE FOR EACH IiIfuOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLL\NCE REOUIRED BY OlilB CIRCULAR Al33

To the Honorable Mayor and

Members of the Municipal Legislature

Municipality of Maunabo, Puerto Rim

Report on Compl¡ance for Each illaior Federal Proqram

We have audited Mun¡cipality of Maunabo, Puerto Rico (Municipality) compliance wih the types of mmpliance requirements

described in the oMB Circular A-133 C.amplimce Suppremenf hat could have a direct and material effect on each Municipali§'s

malor federal programs for the fiscal year ended June 30, 2015. The Municipality's maior federal programs are ¡dentified in the

summary of auditor's resulb sect¡on of the accompanying Schedule of Findings and Questioned Costs.

Manaqement's Respons¡b¡litv

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

Auditods Responsibilitv

Our responsibilis is to express an opinion on compliance for each of the Municipality's ma¡or federal ptograms based on ouraudít

of the types of compliance requirements refened to above. We conducted our audit of compliance in accodance Úth Auditing

Standards Generally Accepted ¡n the United States of America; the standards applicable to fnancial audib contained in

Govemment Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of

States, Local Govenments, and Non-Proftt Organizations. Those standards and OMB Circular A-f33 require hat we plan and

perform the audit to obtain reasonable assuE¡nce about whether noncompliance wih the types of compliance requ¡rements

refened to above that muld have a direct and material effect on a malor federal prognam occuned. An audit includes examining,

on a test bas¡s, evidence about the Municipali§'s compl¡ance with those requiremenb and performing such oher procedures as

we considered necessary in tn circumstances.

We bel¡eve that our audit proüdes a reasonable bas¡s for our opinion on compliance for each major fuderal program. However,

our audit does not provide a legal determination of Municipality's compliance.

49t tarño¿ 8¡wro ñvBñuG. suat! 314. son Juql, ArGrto Ri<o molg . T.l.phone (787) 950-1719 . TcUfo¡:(7E7) 95Gl?13
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM

AND ON INÍERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR 4.133
(Continued)

Opinion on Each of the Other Maior Federal Proqrams

ln our opinion, Commonwealh of Puerto Rico, Municipality of Maunabo mmpl¡ed, in all material rcspects, w¡th the types of

compliarre requiremenb refened to above that could have a direct and material effect on each of ib other major fuderal programs

identified in the Summary of Aud¡to/s Results section of the accompanying Schedule of Findings and Questioned Cosb for the

year ended June 30, 2015.

The results of our aud¡ting procedures disclosed an instance of noncompliance, which is required to be reported in accordance

with OMB Circular A-133 and which are described in the accompanying Schedule of Findings and Questioned Cosb as items

2015-006 and 2015-009. our opinion on each major fedenal program is not modified with respect to these matteB.

Municipality's response to the noncompliance findings identified in our audit are described in the acmmpanying Schedule of

Find¡ngs and Questioned Cosb. Municipality's response was not subjected to the auditing procedures applied in the audit of

compl¡ance and, accordingly we express no opinion on the response.

Reoort on lntemal Control over Compliance

Management of he Municipality is mponsible forestablish¡ng and maintain¡ng effective intemalmntrolovermmpl¡ance with the

types of compliance requirements refened to above. ln planning and performing our audit of compliance, we cons¡dered

Municipality's intemal control over compliance w¡h the types of requirements that could have a direct and material effect on each

malor iederal program to determine the auditing pmcedurcs that are appropriate ¡n lhe circumstances for the purpose of

expressing an opinion on compliance for each major federal program and to test and report on intemal control over compliance

in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effecüveness of intemal control

over compl¡ance. Accodingly, we do not express an opin¡on on the effect¡veness of the Munic¡pality's ¡ntemal control over

compliance.

Our mnsideration of intemal mntrol over compliance was for the limited purpose described ¡n the preceding paragraph and was

not designed to identi! all deficiencies in intemal mntrol over mmpliance that might be material weaknesses or significant

deficiencies and therefore, material weaknesses or s¡gnificant def¡c¡enc¡es may exist thal were not identified. However, as

discussed below, we identified certain defciencies in intemalcontrolover compliance that we consider to be materialweaknesses

and signifcant defciencies.

A deficienq in intemat control ovet compl,ance exists when the design or openation of a mntrol over compliance does not allow

management or employees, in the normal course of performing their assigned functions, to prevent or detect and mnect

noncompliance with a type of compliance requ¡rement of a fedenal program on a timely basis. A mafenal weakness in intemal

controt ovet complia¡lce ¡s a defic¡ency, or combination of deficiencies, ¡n intemal contol over mmpliance, such lhat there is a

reasonable poss¡b¡l¡ty that material noncompl¡ance wih a type of compliance requirement of a federal program w¡ll not be

prevented, or detected and conected on a timely basis. We mnsiderthe deficienc¡es in intemalcontrclovermmpliance described

in the accompanying Schedule of F¡ndings and Quest¡oned Costs as ¡tem 2015{03 to be a material weakness.

A signifrcmt deficiency in intemat control over mmplimce is adeficiency, or a combination of deficiencies, in intemal mnfol over

compliance with a spe of compliance requirement of a federal program that ¡s less severe than a material weakness ¡n ¡ntemal

control overcompliance, yet importantenough to rnerit attention by those charged with govemance. We consider the deficiencies

in intemal control overmmpliance described ¡n the accompanying Schedule of Findings and Questioned costs as item 2015-004

to be a significant deficiency.

491 l !rto. Srvcro f,vcñr¡.. suit. 3lr]. So. Juo¡r. ñr.rto Bl<o ü» l9 ' T.l.Phorlc (787) 95G¡ 719 ' frd/fo¡:(7a7) 95Gl713
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COIIPLIANCE REQUIRED BY OMB CIRCULAR AI33
(Continued)

Report on lntemal Cont¡ol ove¡ Compliance (Cont¡nued)

Municipality's response to the intemal mntrol over compliance fndings ident¡fied in our audit are described ¡n the accompany¡ng

Schedule of Findings and Questioned Costs. Municipality's response was not subjected to the auditing procedures applied in the

audit of compliance and, rccordingly we exprcss no opinion on the response.

The purpose of th¡s report on intemal mnfolover compliance is solely to describe the scope of our testing of intemal mntrolover

compliance and the results of that test¡ng base on the requirements of OMB Circular A-133. Accord¡ngly, th¡s commun¡cation is

not suitable for any other purpose.

n ,,,^ ?f-\¡ry 44., P. r, 7-
NIEVES VELAZQUEz & CO., P.S.C.

San Juan, Puerto Rico

March 4, 2016

Stamp No. 02725856 of the Puerto Rico Society of
Certif¡ed Publ¡c Accountanb has been affxed to
the original ofthis report.

¿Ql M¡rñoz ñrv€.o ñ'r.^rr.. Suit.3l¿1. 5oñ J§, Pu.rto ñ¡6 OO9!9. T6t.cr¡.ú (767) ?5G!719 . T.lr,ü:(7a7) 95G¡713
httP://uuu.ñ¡.v.lo:.@ñ' €-Mol¡: ñl.t6loza(oqu¡ út
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Federal Grantor/Pass-through
Fedenl
CFDA Pass-through Entity

GrantorrProgram o¡ Cluster Title l{umber ldentifying Number Expenditu¡es

U.S. DEPARTi'ENT OF AGRICULTURE

Direct Prognam:

Rural Housing Preservation Grants

Natunal Resources Conservation Service-

10.433

EmergencywatershedProtectionProgram 10.927

Pass-Through State - State Department of
Education:

$ 18,814

18,890

10.558 N/AV 39,482

77.t86
Child and Adult Care Food Program

Total U.S. Department of Agriculture

U.S. DEPARTMENT OF HOUSII{G AND URBAN

DEVELOPMENT

Pass-Through State - Office ofthe Commissioner
of Municipal Affairs:

Community Development Block Grants - State's
Program

Public and lndian Housing

Total U.S. Department of Housing and
Urban Development

v U.S. DEPARTiIENTOFJUSTICE:

Pass{hrough State - State Department of Jusüce:

Edward Byme lr/emorial Justice Assistance
Grant

Total U.S. Department of Justice

Pass-Through State - State Department of Family:

Emergency Sohfions Grants Program 14.231 ESG201I

Pass-Through State - Public Housing

Admin¡stration:

667,849

24,413

14.850 N/A 322,595

1,014,857

16.738 2011-DJ-BX-2693

14.228 14-FC

13-AB-FC

12-AB-FC

10-AB-FC

09-AB-FC
08-NSP't-3

O8-AB-FC-DR

10
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF EXPET{DITURES OF FEDERAL AWARDS (CONTINUED)

FOR THE FISCAL YEAR EilDED JUNE 30, 2(lI5

Federal Grantor/Pass-through
Federal
CFDA Pass-through Entity

Grantor/P¡gg¡qm pr Qlgslqllitle Number ldentifying Number Expenditures

U.S. DEPARTMENT OF EDUCATIOI¡

Pass-through the Commonwealth of Puerto Rim -

Department of Education:

Title I Granb to Local Educafon Agencies 84.010 2015-AF-013'l 4,768,457

Twenty-First Century Communi§ Leaming
Centers U.287 2015-AF0069 307,594

Total U.S. Department of Education 5,076,051

U.S. DEPARTTIENT OF HOTIELAND SECURITY

Pass-Through State - Office of the

Govemor:

State Homeland Securi§ Program 97.073 EMW2012-SS-00M9 16,319

D¡saster Granb- Public Assistance 97.036 N/AV 446,140

Total U.S. Department of Homeland

Security 462,459

U.S. DEPARTMENT OF HEALTH AND HUMA}¡

SERVICE

Pass-Through State - Office of Govemor,
Regional Elderly Offi ce:

Special Program forAging, Title lll, Part B 93.045 20'14-2015 76,261

- Pass-Through State - Administration ofChildren
and Families:

Community Services Block Grant 2014-201512013-

93.569 2014 43,573

Child Care and Development Block Grant 93.575 241-2011000103 382,021

., Total U.S. Department of Health and Human
Service fll,855

TOTAL EXPENDITURES OF FEDERAL
AWARDS i 7,'.132,418

See notes to he Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAT YEAR ENDED JUNE 30,2(lI5

1. GENEML

The accompanying Schedule of Expenditures of Federal Awards includes the federal gmnt activ¡ty of the Municipality of

iraunabo, Puerto Rico (Municipality) and is presented on the mod¡fied ecrual basis. The ¡nformation in his schedule is

presented in accordance with the requiremenb of OMB Circular A-133, Audits of States, Local Govemmenb, and Non'Profit

Oqanizations. Therefore, some amounls presented in this schedule may differ fiom arnounts presented in, or used in the

preparation of, the generÍ¡lpurpose financ¡al statemenb. The reporting enti§ is defined in Note (1) (A) to the general-purpose

comb¡ned fi nancial statements.

2. SUITIMARY 0F SIGNIFICANT ACCOUNTING POLICIES

a) The accompanying Schedule of Expenditures of FederalAwards is prepared from Mun¡cipality's accounting records and

is not ¡ntended to present fnancial pos¡t¡on or the results of operations.

b) The Municipal§ in accordance with the lerms records the financ¡al transactions and conditions of the gnants, which are

consistent w¡th accounting principles generally accepted in the United States of America.

c) Expenditures are recogn¡zed ¡n the accounüng period in which the l¡abil¡ty ¡s ¡ncuned, if measurable or when actually paid,

whichever occurs frst.

3. FEDERALCFDANUMBER

The CFDA numbers included in this Schedule are detemined based on the program name, rcview of gnant contract ¡nformat¡on

and the Office of Management and Budgets Catalogue of Federal Domesüc Ass¡stance.

4. PASS.THROUGH GRAilTOR'S T{UÍTIBER

State or local govemment rcdistribuüon of federal awards to the Municipality, treated as if üey rrvere rcceived directly from the

federal govemment. OMB Ciaular A-133 requires the schedule to include the name of the pas{hrough entity and ident¡fy¡ng

number assigned by the pass-ürrcugh enüty for federal awards received a a sub recipient. Numbers identified as N/AV are not

available.

5. LOAN OUTSTANDIilG

The Municipality had an oubtanding loan balance under program Section 108 Loan Guarantee Assistance (CFDA No.14.2481,

for which tre granbr does not impose continu¡ng compl¡ance requiremenb. The outstanding balance of the loan at Jure 30,

2015 was $1,998,000.

6. MAJOR PROGRAMS

Major programs are ident¡f¡ed in the Summary of Auditor's Resulb Section of úre Schedule of Find¡ngs and Ouestioned Costs.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAI. AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

7, RECONCILIATION BEMEEN SCHEDULE OF EXPENDITURES OF FEDEML AWARDS TO EXPENDITURES It{ FUND

FINANCIAL STATEMENTS

Total Federal expenditures fom Sdredule of Expend¡tures of Fede¡al Awards

State Expenditures:
Sports and Recreation

OMEP
Parents Contributons
Activities Fund

Law 52

School Transportaüon

911 Syslem
Municipal Hospital Fund

CEIM
Fund 20
Loans Funds

Special Revenues Funds Deposited on CunentAccount
Publ¡c Assistance Grants - State Contnbulion

Total Special Revenue Fund Expenditures in Fund Financial Stalemen§ ($4,768,457 + $6,507,352)

$ 7,132,418

141,021

53,422
5,82

16

315,341

402,815
2'17

1,677,277

163,157
1,124,794

40,618

70,518
148.712

§_11221üD
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIWOF MAUNABO

SCHEDULE OF FINDINGS At'lD QUESTIONED COSTS

FOR THE FISCAT YEAR ENDED JUI{E 30, 2015

Section I - Summary of Aud¡tofs Results

Part l. E!¡e¡eiel$@c¡ts
Ooinion lrnits

GovemflEnblAdivlies
Gefl€ralFund
Debt SeNir Fund

Tiüe I Grant Fund

Muniipal Hospihl Fund

Aggregabd R€rr¡ain¡rE Fund

lntemal control over fnancial mpotting:

* Material weakness (es) ¡dentifpd?

* Significant deficiency (ies) identified?

Noncompl¡ance material to financ¡al stabment noted?

Part ll. Federal Awa¡ds

lntemal control over major programs:

{. Material weakness (es) identified?

{. Significant defic¡ency (ies) ident¡fied?

_x Yes _No

_No
_ None reported

Unmodified

Tvpe of Ooin¡ons

Disda¡mer
Oualified

Unmodified
Unmodifu
Oualified
Qualified

_¡_Yes
x Yes

_¡Yes
x Yes

_No
_ No reported

$300,000

xNo

Type of audito/s report issued on compliance for major prognams

Any audit findings disclosed hat are requircd to be

reported in accordance with CircularA-133, Seclion.510(a)? x Yes J_No

ldentification of Maior Proorams

CFDA Number

14.228

14.850

84.0r0

u.287
97.036

Dollar hreshold used to distinguish between Type A and Type B Program

Aud¡tee qualifed as low-risk auditee? Yes

Nam€ of Federal Pfooram or Cluster

Community Development Block Granb/State's Pmgram

Public and lndian Housing

T¡tle I Granb to Local Educatonal Agencies (Tide l, Part A of the ESE§
T$renty-First Century Community Leaming Centers

D¡saster Granb - Public Assistance
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2(lI5

Section ll - Financial Statemenb F¡ndings

FINDING

REQUIREIJ|ENT

CONDITION

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOI¡|fIENDATION

QUESTIONED COSTS

MANAGE¡IEl{T RESPONSE

20ls00t

ACCOUNTING RECORDS AND REPORTING SYSTEi'

The Municipality did not ma¡nta¡n an accounting syslem lhat generates accurate accounting information

for he preparaton of the financ¡al statements in confomity wih Generally Accepted Accounüng

Principles (GASP).

During our examination of tre accounting cyde, we noted thal he Municipal¡ty's management did not

have adequate intemal control procedures in place over he financial statements issued by the
Munic¡pality using he basis of accounting required by GMP. The accounting records are maintained

in he cash and budgetary bas¡s and at the end of year, extemal consultants summarized in electronic

worksheets the revenues, expenditures, capital assets transactions, accounts receivables, accounts
payable and long term{ebts. These worksheets are used for he preparation of he financial

slalements.

Also, we noted the follow¡ng conditions during fie audit:

a. Accouniing lransaclions are q¡íEr¡üy accounbd simultaneously hrot¡gh a rnanual and a computerized accountng sysbm
for whk* no reconcjl¡atilr prccedures are made ano¡g ürcrn. The compubrized system is only used lo rE¡nbin ü€
budget b record üte purclrase ordels and the isuance of trc drcc¡s of üe General Fund. ftese aacountirE sysbÍ§
does not pmv re for a self-balanc¡ng set of accounb for eadr tund opel.abd by he Muniipality;

b. Boh accounlirE systeÍs does not help managernent to di§ingubh betyreen e¡penditures inqrrEd and enqmbrances
and do€s not provide reliable ftlancial infomation of transaclions rclated wih capilal asseb, accounb receivabhs,
accounb payables and long-bín debb.

Article 8.010(b) of State Act Number 81 -'Ley de Munic¡pios Aulónomos del Estrdo L¡bre Asoc¡ado de
Puerto Rico" of August 30, 1991, states that $e Mun¡cipal¡ty must ma¡ntain its fund accounting in
accordance with GAAP. In addition, M¡de 8.010(c) states hat he system used must produce reliable
reports and financial statements, provide complete ¡nformation about lhe results of operations and
indude he necessary intemal controls to account for all funds, capital assets and ofier assets.

The Municipal¡ty has not established effective intemal mntrd over procedures over üe preparalion of
the financial statements and fie fansacüons recorded on ils accounting records.

The Municipality is not in compliance w¡th Articles 8.010(b) and (c) of the State Law Number 81 of August

30, 1991.

We re@mmend managemenl to establish the necessary inlemal mntrols and procedures ¡n order to
mainta¡n a complete accounting system that provides trial balances by eadl fund ¡n he mod¡fied ac€rual
bas¡s of accounüng. ln addition, üre system should provide for the maintenance of he cap¡tal assets
and üre general long-tem debt ofüe Mun¡cipality.

None

During he fiscal year 201§2016, the Municipality is in he process of implementing a new accounting
software (lCity)in order to maintain allthe accounting and financ¡al transactions of ü|e Municipal¡ty. Also,
we expect hat üre new accounting syslem w¡ll help us prepare he Munic¡pality's financial statements.
Suó implementation has been made by an extemal company.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Section ll - F¡nancial Statements Findings

F|ND|NG 2015-002

REQUIREi'ENT

coNDtTtot{

CONTEXT

CRITERIA

CAUSE

EFFECT

RECOfil¡lENDATlOl,l

QUESTIONED COSTS

MANAGEi'ENT RESPONSE

ACCOUNTING RECORDS - CAPITAL ASSETS

The Munic¡pality does not have an effecüve system to account for cap¡tal assets, indud¡ng the

infrastructure assets.

During our examination, we noted hat he Municipality does not have adequate intemal controls and

prccedures to ensure that all cap¡tal expenditures and disposiüons are recorded in the cápital assets

subsidiary ledger. Also, üe Munic¡pality did not have adequate supporting documentation of the cost

of the cap¡tal assets, including the ¡nfrastructure, reported in he statement of net posilion at June 30,

2015. This find¡ng repeat ¡n he prior year.

Article 8.010(c) (3) of State Law Number 81 - "Ley de Munic¡p¡os Autónomos del Estado Ubre Asoc¡ado

de Puerto R¡co" of August 30, '1991, states that he Municipality should maintain updated property

accounting records. Also, GASB 34 requires that all capital assets, including infrastructure, must be
presented ¡n the statement of nel position and that there must be depreciated during its useful l¡fe.

The lack ofan adequate capital assets subs¡diary ledger, for financial reporting purposes, did not permit

the proper accounting over he capital assets add¡üons, the accumulated depreciation and the

depreciation expense presented ¡n the financial statements of üre Munic¡pality.

The Mun¡cipality's govemment wide financial statemen§ do not present fa¡rly, he financial position of
the govemmental activities, and the change in net posilion.

We recommend management and the Property Division of he Municipality to make an inventory of he
capitalassets, support ¡twith adequate doümentation and re@nc¡le itwih he capitalassets subs¡d¡ary

ledger.

None

Actually, we are in the implementation process of a new accounüng software. This accounüng software

has a Property Module, which we w¡ll be used to update he property subsidiary ledger in order to

mainta¡n adequate records of$e capital assets transactions.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 20,15

Section lll - Federal Award Findings and Questioned Costs

FTNDTNG 201t003

FEDERAL PROGRAi'

REQUIRE}IENT

NONCOiIPLIANCE

CONDITION

CRITERIA

CAUSE

EFFECT

RECOi]lMENDATION

QUESTIONED COSTS

iIANAGEft|ENT RESPONSE

PUBLIC AND INDIAN HOUSING - (CFDA 14.8$) U.S. DEPARTiIENT OF HOUSING AND URBAN

DEVELOPi,IENT PASS THROUGH STATE - PUBLIC HOUSING ADltllNlStRATlON

CO¡IPLIANCE AND INTERNAL CONTROL

ELIGIBILITY

we selected 25 parlicipanls to test El¡gib¡l¡ty compl¡ance. From hese, hree (3) parücipants did not have

in file he Enterprise lncome Verification (ElV). One partic¡pant had differences in the Form 50058 and

PAN h¡rd-party certification. Also, four (4) participants did not have fte annual reexam¡naton. Also,

four (4) partcipanls exceeded the applicable limits in income determ¡ned by HUD.

The PHA must pelorm the following compl¡ance aud¡l requirements:

a. As a conditbn of admiss¡on or continued ocqlpanq, require he bmntand ot€rfamily membefs to prDvide necessary

infoÍmtk , doürEnhtixr, and releases for tE PHA to veriry income eligibility (24 CFR Seclions 5.230, 5.609 and

960.259).
b. For boh lamily income exam¡nalims and rEexaminalbns, obbin and doo¡ment in he hmily fle üirú{arty verificatb¡

of: ('l) reporled hm¡ly annual¡¡come, (2)$e value of asseb, (3)expe¡ses rehted b dedudbns fom annualincorne,

and (4) oüEr hctors üat affecl he detemination of adjusbd incorne or ¡ncorneiased rent (24 CFR Secljon 960.259).

c. Debmine income eligibility and calcuhte the teoants rent payn€{t us¡rE ürc doq.rmentatb¡ from tÍrd{arty
veriñcaiion ¡n accordaoce wih 24 CFR, Pad 5, Suhart F (24 CFR S€cliorE 5.60,l et seq., and 24 CFR Sectons
960.253, 960.255 and 960.259).

d. Reexam¡ne f¿m¡ly income and compositon at least once every 12 monüs and adjust üe bmnt rErt and trcusing

assisbnce payrnent as necessary usirE fie doormenbtbn from $ird+arty verification (24 CFR Sedims 960.253,

960.257 and 960.259).

The Program's intemal controls fa¡led to assure hat the EIV System vvas used during the mandatory

annual and ¡nterim reexaminalion as a third party income verification ofhe family ¡ncome. ln add¡tion,

he Program's staff failed to obtain all he required doc'umentation necessary for the reexamination
process.

The Program ¡s not in compl¡ance w¡h Code of Federal Regulation 24, Section 982.516 (a) (1), (2) and

(s)

We recommend management to conlinue strengfiening he intemal contols and procedures designed
to verity the family income and composit¡on using hird parties' information and the EIV System in each
mandalory reexam¡nation of fte part¡cipants. Also, the Program should obta¡n all the necessary

¡nformation related to he ¡ncome and family composit¡on of he parlicipant's during the reexamination
process. Also, he Program should be aware hat all heads of household and members 18 years or older
must signed he release of ¡nformation during üe reexamination process.

None

To conect this f¡nding we will gave insfuctions to the Program Coordinator in order to ensure hat the
annual reexaminations are performed and were cal@lated using the information obta¡n from third parties.

The EIV System should be used during he mandatory annualand inlerim reexamination as a üird party

¡ncome verification. Also, he Program Coordinator have been instructed to stength the established
¡ntemal confol and procedures in order to obta¡n all the necessary ¡nformation related to the inmme and

family composition of the participant's during he reexamination process.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR EI.¡DED JUNE 30, 2()I5

Section lll- Federal Award Findings and Questioned Costs

FlttlDlNG 2015.00¡l

FEDEML PROGRAÍII PUBLIC AND II{DIAN HOUSING - (CFDA I1.8$} U.S. DEPART¡IENT OF HOUSING AND URBAN

DEVELOPÍIIENT PASS THROUGH STATE - PUBLIC HOUSING ADi'INISTRATION

REQUIREMENT COMPLIANCE AND INTERNAL CONTROL

NONCOMPLIANCE REPORTING

CONDITION We found that he Program d¡d not summarize the information of all he financial transactions related to

assets, liabil¡tes, revenues and expend¡tures of he Program, in a formal general ledger or other
accounting system. The accounting ¡nformation of the Program was maintain¡ng in independent excel

worksheets by month that were not integrated to a formal accounting system.

- CRITERIA Code of Federal Regulations 24, Subpart C, Section 85.20(a)(1) requ¡res that fiscal control and

accounting procedures must be suffcient to perm¡t preparation of reports. Code of Federal Regulatons
24, Subpart C, Section 85.20(b)(2) requ¡res hat grantees and sub{rantees must ma¡nta¡n records which

adEuately ¡dentiry the source and application offunds provided for financ¡aliy ass¡sted activities. These

records mustcontain information pertrining to grantor sub-grant awards and authorizalions, obligations,

unobligated balances, assels, liab¡l¡t¡es, outays or expend¡tures, and ¡ncome.

CAUSE The Program failed to establish adequate intemal controls over the ac@unting re@rds and he accurate

submission of the mon[rly reporls to the pass-through agency.

EFFECT The Program ¡s not in compliance wih Code of Federal Regulat¡on 24, Subpart C, Section 85.20 (aX1)

a¡d (bX2).

- ngCOufrlENDATlON The Program should continue ¡mproving its intemal controls over he record¡ng of lhe financial

transactions in order to assure hat the informalion submitted to he pass-through entity is adequately

supported and recorded in accounting registers.

QUESTIONED COSTS None

' ITANAGEMENT RESPONSE To mrect fiis situation, we engaged wilh an extemal consultant, in order to mainlain a mmplete set of
account¡ng records hat assured proper accountab¡lity of üre Program funds.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Sect¡on lll - Federal Award Findings and Questioned Costs

FtNDt{G 201$005

FEDERAL PROGRAIII PUBLIC AND INDIAN HOUSING - (CFDA I4.8$) U.S. DEPARTTIENT OF HOUSING AND URBAN

DEVELOPMENT PASS THROUGH SÍATE - PUBLIC HOUSING ADTIINISTRATION

REQUIREi,IENT CO]IPLIAI{CE AND IiITERNAL CONTROL

NONCOiIPLIAI{CE SPECIAL TEST - DEPOSITORY AGREEÍTIENTS

CONDITION The Mun¡cipality fa¡led to enter in a deposilory agreement w¡út its financial inslitution. During the

evaluation, we d¡d not identiry evidence ofa depos¡tory agreement ¡n he form requ¡red by HUD w¡h the

depository ¡nstitutjon of the Municipality.

.RTTERTA 
3,";,'J:i1',:;f# ?H.,* ffi'il"illffJi'ffiT,tr'#il':'flTHi"":frTff S,ffili-*
depos¡tory by the PHA in accordance with HUD requirements. ln addition, Code of Regulations 24,

Section 982.156(c) states hal the PHA must enter ¡nto an agreement wih depository in he form required

by HUD.

_ GAUSE 
;hHiffrilffi.*nagement 

fa¡led to enler into asreements in he form required by HUD wiür its

EFFECT The Program is not in mmpliance wiür Code of Federal Regulation 24, Subpart D, Section 982.516 (a)

and (c).

RECOfrlftlEl{DATION We re@mmend management to contact ¡b financial ¡nstitution and fomal¡ze, as soon as poss¡ble, he
depository agreement ¡n he form established by HUD.

QUESTIOI{ED COSTS None

II|AI{AGEilIENT RESPOT{SE We will entered, as soon as possible, in a depository agreement, in the fom established by HUD witt
the financial instltution that maintains he deposits of lhe Program's funds.

78



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF MAUNABO

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FII{DINGS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

FIIDI[G
NU¡IBER CO]IPLIA CE

'14-lll{05 Allolvance Activilies
Housekeeping Serv¡ce

14lll{06 Reporting

'14-lll{07 Eligibility

'14-lll{08 Reporting

1+lll{09 Spec¡al Test - Depository

Agreements

14-lll{10 Allo!^,ableAclivities

14-lll{11 ProcurementandSuspens¡on

13- t{7

13-flr{8

't3- t{9

l3- t-'10

't3- t-'11

12-l/t-11

12-tt-12

12-tt-13

12- -14

and Debarment

Reporting

Elig¡b¡l¡ty

Procurement and Suspension

and Debarment

Reporting

Special Test - oepository
Agreement

Reporting

El¡gibility

Reporting

Specia¡ Test - Depository

Agreement

CFDA QUESTIONED

]¡uitBER cosTs

14.D8 None

14.228 None

14.850 None

14.850 None

14.850 None

U.287 None

84.010 None

14.228 None

14.850 None

14.850 None

14.850

14.850

14.850

14.850

14.850

'14.850

None

None

None

None

None

None

AUDTTEE CO E TS

Full mfleclive action was taken.

Full coreclive action was taken.

No mneclive action has been taken. Finding Reference 2015{06

No coÍeciive aclion has been taken. Find¡ng Reference 2015407

No coñeclive act¡on has been taken. Find¡ng Reference 2015{08

Fullmneclive adion was taken.

Did not occurred ¡n the Cuíent Year.

Full mnective act¡on has been taken. F¡nding Reference 2014{06

No correclive action has been taken. Finding Reference 2014{07

No mnective act¡on has been taken. During f¡scal year 2013-2014, the
Program did not formalized construcl¡on contracts.

No correclive action has been taken. Finding Reference 201'l{08

No mfleclive action has been taken. Finding Refereace 20í4{09

No corrective act¡on has been taken. Find¡ng Refermce 201¡l-008

No mfieclive act¡on has been taken. Find¡ng Reference 2014-007

No mfiective act¡on has been taken. Finding Reference 2014-008

No mnective act¡on has been taken. Find¡ng Reference 2014{09
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