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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Member of the
Municipal Legislature

Rincón, Puerto Rico

We have audited the accompanying financial statements of the govemmental activities, each major
fund, and the aggregate remaining fund information of the Municipality of Rincón, Puerto Rico,
as of June 30, 2015, and the related notes to the financial statements, which collectively comprise
the Municipality's basic ñnancial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements

in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of intemal control relevant to the
prep¿fation and fair presentation of financial statements that a¡e free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standa¡ds generally accepted in the United States

of America and the standards applicable to financial audits contained irr Govemment Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's judgment,

including the assessment ofthe risks of material misstatement of the financial statements, whether

due to fraud or error. ln making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness ofthe entity's internal control. Accordingly, we express

no such opinion. An audit also includes evaluating the appropriateness of accounting policies used

and the reasonableness of significant accounting estimates made by management, as well as

evaluating the overall presentation of the financial statements.



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

for our audit opinions.

Summary of Opinions

Ooinion Unit
Govemmental Activities
General Fund
Commonwealth [rgislature Resolutions
Debt Service Fund
USHUD-Community Development Block Grant Program
cDB $690,000 Line of Credit Ojo de Agua Hotel
PR Department of Transportation (DTOP)
Capital Projects - Bonds and Notes Issuance Fund
Other Governmental Funds

Tvpe of Opinion
Qualified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodifred
Unmodified

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

The net pension liability and deferred outflows/inflows of resources in governmental activities of the
government-wide Statement ofNet position, and pension expense for the current period change in that
liability in governmental activities of the government-wide Statement of Activities were derived from
the application of the proportional share included in the unaudited ñnancial statements, notes and

required supplementary information of the Employees' Retirement System of the Government of the

Commonwealth of Puerto Rico, cost-sharing multiple-employer pension plan. We were unable to
obtain sufficient appropriate audit evidence about the proportional share used to determine the deferred

outflows/inflows of resources, net pension liability, and pension expenses of the governmental

activities and the information disclosed in the notes of üe pension plan. Consequently, we were unable

to determine whether any adjustments to these amounts and disclosures were necessary. The net
pension liability and deferred outflows/inflows of resources represent 68 percent, 100 and 32 percent,

of the total liabilities, deferred outflows/inflows ofresources, respectively, as of June 30,2015, while
pension expense represents I I percent of total expenses for the fiscal year then ended.

Qualified Opinion

In our opinion, except for the possible effects of the matter discussed in the "Basis for Qualified
Opinion on Governmental Activities and Note Disclosure Regarding Pension Plan" paragraph, the

financial statements referred to above present fairly, in all material respects, the financial position of
the governmental activities of the Municipality, as of June 30, 2015, and the respective changes in

financial position thereof for the year then ended in accordance with accounting principles generally

accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the

respective financial position of each major fund, and the aggregate remaining fund information of the

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



Emphasis-of-Matter

N ewl-v Adopte d Standards

As discussed in Note A-20 to the financial statements, the Municipality adopted new accounting
guidance, Govemmental Accounting Standards Board (GASB) Statement No.68, Accounting and
Financial Reporting for Pensions -an amendment of GASB No. 27, and GASB No. 71, Pension
Transition for Contributions Made Subsequent to the Measuremznt Date - and amendment of GASB

Statement No. ó8, during fiscal year 2O15. Our opinions are not modified with respect to this matter.

Restatement of Prior Year Financial Statements

As discussed in Note R to the financial statements, the 2Ol4 financial statements have been restated

for the implementation of GASB Statements Nos 68 and 71. Our opinions are not modified with respect

to this matter.

Other Matters

R e qui re d Supplementary ln[ormat i on

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

management's discussion and analysis, budgetary comparison information, and employees' retirement
systems information on pages 5-17, pages 65-67 and 68-69 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part offinancial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America.
which consisted of inquiries of management about the methods of preparing the information and

comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the

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



Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic frnancial statements. The financial data schedule is presented for
purposes ofadditional analysis and is not a required part ofthe basic financial statements. The schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by OMB
Circular A-133 and also is not a required part of the basic financial statements. The financial data
schedule and the schedule of expenditures of federal awards are the responsibility ofmanagement and
was derived from and relates directly to the underlying accounting and other records used to prepare

the basic financial statements. The information has been subjected to the auditing procedures applied
in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare

the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the financial data schedule and the schedule ofexpenditures of federal awards are fairly
stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Govemment Auditing Standards, we have also issued our report dated March 15,

2016, on our consideration ofthe Municipality ofRincón, Puerto Rico's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an

integral part ofan audit performed in accordance with Government Auditing Standards in considering
Municipality of Rincón, Puerto Rico's intemal control over financial reporting and compliance.

/*. T- ?'¿
ROMAN TORO & CO., CPA, CSP

LICENSE # 35 - IN FORCE
Yauco, Pueno Rico
March 15, 2016

Stamp #E2M740 was affixed to
the original report
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

MANAGEMENT'S DISCUSSION AND ANALYS§
YEAR ENDED JUNE 30,2015

As management of the Municipality ofRincón we offer to the readers of the financial statements this narratiye review
and analysis ofthe Municipality's financial activities for the year ended June 30, 2015. This section should be read in
conjunction with the basic financial statements to obtain a better understanding ofthe financial position and the resulr
of operations ofthe Municipality. Those basic financial statements follows this naffative.

FINANCIAL HIGHLIGHTS

. The assets and deferred outflows ofüe Municipality, exceeded its liabilities and deferred inflows af the close
of fiscal year 2015 by $16,174,820 (net position). Of this amount, §(18,769,212) represents the unreshicted
net deficit. This un¡estricted dehcit is the result of the implementation of GASB Stutemeñ No. 68
"Accounting and Financial Reponing for Pensions----an amendment of GASB Statement No. 27" and GASB
Stdement No. 71 "Pension Transition for Contibutions Made Subsequent to the Measurement Date".

. Government-wide revenues dec¡eased 16% and expenses decreased 2% when compared with prior fiscal
year 2014. As a result, the net position decteasedS2,2lT,47ó or 737o with respect of prior year change in net
position.

. A negative net change in fund balances ofthe Municipality's governmental funds of $ 150,300 for the current
fiscal year 2015 resulted in reponed ending fund balances of$10,135,078. Approirnately 447o of the total
fund balances is unrestricted (committed, assigned or unassigned).

o For the fiscal year 2015, the General Fund reported an excess of revenues and oüer financing sources over
expenditures and other financing uses of$1,125,922 increasing its fund balance to $5,174,2,14. The positive
net change of Sl,125,922 represents a net decrease of 87" when compared with the 2014 net change in fund
balance. The unassigned fund balance amounts to $1,808,968, an increase of $58,710 as compared to 2014.

o The investment in capital assets as ofJune 30, 2015 was §36,941,081 (net of depreciation).
. Long-term debt increased to $34,023,584 as a resul¡ of the implementation ofGASB Statements No. 68 and

7t.
. On a budgetary basis, actual revenues exceeded actual expeaditures by $180,001.

OVERVIEW OF THE T'INANCIAL STATEMENTS

The Municipality's financial repon comprises four components: (l) management's discussion and analysis (presented

here), (2) basic financial statements, (3) required supplementary information and (4) other supplementary information.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

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

Basic Financial Statements

Government-Wide Financial Statements

The government-wide statements report information about the Municipality as a whole using accounting
methods similar to those used by private-sector businesses. They are prepared using the flow of economic
resources measurement focus and the accrual basis ofaccounting. The first government-wide statement - the
statemenr of net position presents all of the reponing entity's non-fiduciary assets, defened outflows,
liabilities and deferred inflows, with the difference reported as net position. Over time, increases o¡ decreases

in the Municipality's net posiiion are an indicator of whether its financial health is improving or deteriorating.
Other non-financial factors such as the condition of the Municipality's capital assets may need to be

considered to assess the overall health of the Municipality. The second statement - fhe statement ofactivities

- presents info¡mation showing how the net position changed during the year. All of the current year's
revenues and expenses are taken into account in the statement ofactivities regardless of when cash is received
or paid.

The government-wide statements report as governmental activities the Municipality's basic services such as

public works and sanitation, public safety, culture and recreation, housing. welfare, and community
development, education and general administration. These activities are primarily financed through property
t (es, other local taxes and intergovernmental revenues. Included in the governmental activities are the
governmental funds.

F und F inancial Stutements

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

The Municipality's basic services are included in governmental funds, which are used to account for
essentially the same functions reported as governmental activities in the government-wide statements.

However, unlike the government-wide statements, the governmental funds are prepared using the flow of
current financial resources measurement focus and the modified acc¡ual basis of accounting. Under this
approach the financial statements focus on near-term inflows and outflows of external resources, as well as

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

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

minimum criterion that is, a percentage of the assets and defened outflowsi liabilities and deferred inflows;
revenues or expenditures or based on the Municipality's official's criteria if the fund is particularly important
to financial statement users. Special revenue and capilal project funds that do not comply with rhis criterion
are grouped and presented in a single column as other governmental funds.



COMMONWEALTTI OF PUERTO RICO
MUNICIPALITY OF RINCÓN

MANAGEMENT'S DISCUSSION AND ANALYS§
YEAR ENDED JUNE 30,2015

. Notes to fintncial statements

The basic financial statements also include notes to explain info¡mation in the flnancial statements aod
provide more delailed data-

Required supplementary information

The statements and notes are followed by the required supplementary info¡mation that conlains the budgetary

comparison schedule for the Gene¡al Fund, the schedule of Municipality's proportionate share of net pension liability
and the schedule of Municipality's contributions.

Supplernentary information

The supplementary information also includes a financial data schedule containing financial information ofthe Section

8 Housing Choice Voucher Program administered by the Municipatity.

FINANCIAL ANALYSIS OF TIIE MT]NICIPALITY AS A WHOLE

Net Position

The following table presents a summary of the Statements of Net Position as of June 30, 2015 atd20l4'.

TABLE 1

The Municipality implemented GASB Statement No. 68 effeciive July 1, 2014. The 2014 amounts presented have not
been restated to reflect the implementation of GASB 68.

Sar¡.rnorf Stotement oÍ Net Posilion

Assets
Current and other assets

Capital assets

Total assets

Defefred outllolrs of resources

Liabilities
Current and other liabilities
I¡ng{erm liabilities

Total liabiliües

Deferred inllows of resources

Net Position
Net irivestment in capital assets

Restricted
Unrestricted (deficit)

Total net position

$ 13.734,193
36,941,081

$ 50,6'15,214

1,365.696

1,269.5M
34,O23.584
35,293,088

573,062

t4,02't,ot9

16,t74,A20



COMMONWEALTH OF PUERTO RICO
MUMCIPALITY OF RINCÓN

MANAGEMENT'S DISCUSSION AND ANALYS§
YEAR ENDED JUNE 30,2015

Net position (difference of non-hduciary assets, defened outflows versus liabilities and deferred inflows) serve as a

useful indicator of a government's financial position. Ove¡ time, increases or decreases in the Municipality's net
position is one indicator of whether its financial health is improving or deteriorating. At June 30, 2015, assets exceeded

its liabilities by $16,174,820.

Of this amount, $(18,769,212) represents an unrestricted net deficit position. This unrestricfed deficit is the part ofnet
position that can be used to finance day-to-day governmental operations without constraints established by debt

coyenants, enabling legislation or other legal requirements. This deficit primarily arises from the implementation of
GASB Statement No. 68 " Accounting and Financial Reponing for Pensions-an amendmmt of GASB Statement No.

27 " añ @.§EEment_NpJ! " Pension Transition for Contributions Made Subsequent to the Measurement Date".
In order to implement the Statements, a prior period adjustment was made to the Municipality's July 1, 2014 net
position. This prior p€riod adjustment and other miscellaneous adjustment decreased the net position by $21,336,378
from $36,7O4,390 to S15,3ó8,012. Restricted net position represents resources that are subject to external restrictions
on how they may be used.

The largest ponion of the Municipality's net position reflects its investment in capital assets (land, buildings,
equipment, and infrastructure) less accumulated depreciation and less any related outstanding debt used to acquire

those assets. The Municipality uses these assets to provide services to its citizens and, consequently, these assets are

not available for future spending. The resources needed to repay the debt related to these capital assets must be
provided from other sources because capital assets are not generally liquidated for the purpose ofretiring debt.

This space was intentionally lefi blank.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

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

Changes in net position

The Municipality reported a positive change in net position of $806,808, a decrease of $2,217 ,47 6 or 73% with respect

to the net change in net position reported in hscal period 2014. This dec¡ease resulted from the net effect of a decrease

of 16%, in reyenues and a minor net decrease of 29o in expenses. The following table summarizes the changes in net
position for the fiscal years ended 2015 atd 2Ol4:

TARLE 2

The Municipality implemented GASB Statement No. 68 effective July 1, 2014. The 2014 amounts presented have not
been restated to reflect the implementation of GASB 68.

Súnüna¡t of Ch¿rrgcs i¡ N.t Positbn

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

General revenues:
Property taxes
Municipal license laxes
Sales and use (axes

Grants and contributions not restricted to
specific programs
Interest
Other

Total rcvenues

Expenses:
General govemment
Public works and sanitaion
Public safety
Culture and recreation
Health
Housing, welfa¡e and community development
Fiucation
Interest on long term debt
Total expenses

Ch.nge ¡n Det position
Net pmitiol at b€giúhg of yer¡, as previously

reported
Prior period adjustment
Net podition at beginning of year, as restated
Net position at elrd of yea¡

$ r,7r 1,441

669,448
776,761

2,157,412
543,914

1,835,496

4,857,812
182,4t6
140,255

13,075,017

5,29,541
3,439,530

921,451
t,053,412

320,817
850,921

7,351
408,t24

t2,268,209

36,704,390
(21,336,378)

r5,368,012

$ 16,174,820



COMMONWEALTH OF PT]ERTO RICO
MT'MCIPALITY OF RINCÓN

MANAGEMENT'S DISCUSSION AND ANALYS§
YEAR ENDED JT]NE 30, 2015

As shown in $p@ltlrc four major sources of revenues of the Municipality in fiscal year 2015 are: unrestricted
grants and contributions (37%), propely taxes (187o), sales and use ¡axes (l4Vo) and fees, fines and charges for
services (137o). Revenues decreased 1670 with respect to prior fiscal year. The most significant revenue decreases

occur¡ed in:

. Fees, fines and charges for services (48%) - this decrease occurred mainly due to a reduction in the
compensaiion in lieu of tax C'CELI") from PREPA reported in 2015. The compensation in lieu of tax
("CELI") reponed as government-wide revenue of$1,079,485 represenfs an estimated amount since PREPA
has not reported to the Municipality the actual CELI to be reported in fiscal year 2014-2015. For 2014 year
the actual CELI reported as government-wide reyenue amounted to S2,514,667.

. Operating grants (497o) - üis decrease is due to the collection in fiscal year 2014 of $301,000 of funds from
Rural Development Corporation (CDR), $250,000 of funds for improvements of urban sneets and $37,500
of funds from DTOP. These grants were not recu¡rent and therefore causing a difference with respect to fiscal
year 2015.

. Capital $ants (44Vo) - a decrease in CDBG and FTA grants revenues are the main causes of the decrease in
capital grants revenues. CDBG revenues a¡e consistent with a decrease in CDBG expenses. In 2014 a non-
recurrent FfA grant revenue of $327,326 was used to finance the acquisition of two trolleys.

The following fig4¡g_.{ illust¡ates the revenue comparison between 2015 and 2014:

The Municipality's expenses cover a range of services. The largest expenses are general govemment with 43% and
public works and sanitation with 28%, as illustrated in [ig.,]:

ItÁmi:ipe[ty of Rincm
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

MANAGEMENT'S DISCUSSTON AND ANALYS§
YEAR ENDED JUNE 30,2OI5

munlclpallty ot Rlncón
Govemment l Acllvlt¡es - ExDanse D¡strlbutlon
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Total expenses decreased 2% (net) when compared with fiscal year 2014. The main reason of this is a decrease of
l2% in general government expenses. As discussed earlier, the Municipality reported as general government exp€nse

an estimated energy power expense of $1,079,485 since PREPA has not reponed to the Municipality the actual energy
power expense to be reponed in fiscal yeat 2Ol4-2O15. For 2014 year the actual energy power expense amounted to
$2,514,667. The following Fizurr 3 illustrates the expenses comparison between 2015 and 2014:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

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

The Statement of Activities reports revenues and expenses in a format that focus on the net cost of each function of
rhe Municipality. Both the goss and net cost of the function, which is othe¡wise being supported by the general
government revenues, is compared to the revenues generated directly by the function. This Statement reduces gross

direct expenses, including depreciation, by related program revenues, operating and capital grants, and contributions.
The following table discloses 2015 and 2014 expenses net of program revenue and the general revenues available to
fi nance remaining costs:

TABLE 3

Erpenses Net of Progrun Rcvenucs
As of iu¡¿ 30- 2015

2015Nei expens€s
Ceneral govemme[t
Public works and sanitation
Public safety
Culture and recreation
Health
Housing, welfare and community development
Education
Interest on loflg term debt
Total expenses, net of program revenues

General revenues
Taxes
Grants and contributions not restricted to
specific programs
Interest and other
Total general revenues

Change in net position

$ (3,214,023)
(2,83 r,669)

(923,451\
(1,001,322)

(320,817)
(343,800)

(7,351)
(408,124)

(9,110,557)

4;736,822

4,857.872
322,671

9,9t7,365

$ 806,808

2014

a,487,066)
(2,489,856)

(888,609)
(868,416)
(320,817)

873,090
(3;t't3)

(6,s72,65s)

4,634,031

4;7tO,t57
'7 51

9,596,939

o24

The Municipatity implemented CASB Statement No. 68 effective July l, 2014. The 2014 amounts presented have

not been restated to reflect the implementation of GASB 68.

Some of the cost ofgovernmental activities was paid by those who directly beneñted from the prograns ($1,711,441)

and other governments and organizations that subsidized certain programs with grants and contributions (S1,446,21 I ).
The net cost of services $(9,110,557) was cove¡ed by other general revenues including taxes and other gnnts and
contributions not restricted for specific programs.

FINANCIAL ANALYSIS OF THE MTINICIPALITY'S FUNDS

Governmental funds

The focus of the Municipality's governmental funds is to provide information on near-term inflows, outflows and

balances of resowces available for spending. Such information is useful in assessiflg the Municipality's financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a Municipality's net resources
available at the end ofa ñscal year as they represent the portion of fund balance which has not yet been limited to use

for a particular purpose by either an external party.
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COMMONWEALTH OF PUERTO RICO
MI]NICIPALITY OF RINCÓN

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

For the fiscal year ended June 30, 2015, the governmental funds reponed a negative change in fund balances of
$150,300 with ending fund balances of $10,035,078, a net decrease of 37c in comparison with the prior year. Fony-
four percent (44%) ofthe total fund balances or $4,460,236 constitutes unresúicted fund balance, ofwhich $1,283,879
(or 137o) are unassigned funds. The remainder of the fund balances is restricted to indicate that it is not available for
new spending. Following is a summary of the ñnancial analysis of the Municipality's major funds:

c Geneml Fund

The general fund is rhe operating fund of the Municipality. The fund balance of the general fund of
$5,174,244 represents approximately 52Ea of roÍal ending fund balances. Of the total fund balance 4Eo or
$ 188,919 is restricted mainly to hnance the maintenance of the sunset village facilities as required by grant
agreemeni: 22Ea of rhe fund balance is committed and 39% is assigned for public works, sanitation and
general government purposes. The ¡emainder of the unrestÍicted fund balance of $1,808,968 is unassigned
fund balance, which represents 357. of the total fund balance of the general fund. Unassigned fund balance
increased $58.710 with rcspect to the prior year.

During the fiscal year the net change fund balance ofthe general fund amounts to $l,225,922, anet decrease

of 8% when compared with the 20t4 net change in fund balance. The Municipality suffers a decrease in
general fund operational revenues of$703,495 or 67c; expenditures remain steady with an increase of l% in
operational expenditures. The decrease in revenues was caused mainly from:

a) Property taxes (31%) - the Municipality reported less "non-exonerated" property taxes and reported
less revenue for a property tax amnesty with respect from prior fiscal year.

b) Fees, fines and charges for services (229o) - this decrease occurred mainly due to a reduction in the
compensation in lieu of tax C'CELI") from PREPA reponed in 2015 as reported earlie¡. The
compensation in lieu of tax ("CELI") reported ¿l5 revenue represents an estimated amount since
PREPA has not reponed to the Municipality the actual CELI to be reported in hscal year 2014-
2015.

These decreases were counterbalanced by a non-recurrent revenue for unidentified municipal sales tax for
previous years (Act No. 139 of 2013) and by other financing source of $771,271 representing a transfer ftom
the SUT Municipal Redemption Fund for funds in excess of debt service requirements. This excess of funds
may be transferred to the Municipality's general fund as authorized by Municipal regulations.

C ommonw e alth I* gislature F und

This fund report revenue sources from grants provided by the Commonwealth's kgislature restricted for
specihc purposes. During the 2015 the fund balance increased by $5,410. The fund received additional grants
of $161,839. Amounts were expended in public works and capital outlays.

Debt Semíce Fund

The debt se¡vice fund repoted a decrease in fund balance of $655,345 or 317¿. This decrease, in addition to
a prior period adjustment of $52,509 bring the year-end fund balance to $1,592,282. Debt service fund
balance represents 16% of fofal fund balances. This decrease results ftom a transfer of $771,271 from the
SUT Municipal Redemption Fund to the general fund for funds in excess of debt seryice requirements, as

discussed above.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

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

ASEUD - Communit! Development Block Grant Program Fund('CDBG")

With respect to previous year, üe CDBG fund operation presents a significant decrease in capital outlays
expenditures. Of the major projects financed with CDBG funds, one ofthem the Municipality was completed
in 2015 ("Proyecto Parque Urbano, Fase I"). Fund balance increased by $63,536 for unavailable revenues in
2014 recorded as revenues in 2015 year. Fund balance presents a deñcit as liabilities and deferred inflows of
resources exceed assets for unavailable revenues recorded.

Rural Developmen Corporation (CDR) - Marine Facilities

This fund has no operation during 2015. Management decided to record the fund as a major fund since this
is considered a major project which construction process will began in future hscal periods.

. GDB $690,0N Line of Credit - Ojo de Agm Hotel Fund

There was no signiñcant change during the 2015 year. Management decided to record the fund as a major
fund for the imponance of this project to the Municipality's operations in the future.

o P.R. Depa¡tment of Transporlation Fund ("DTOP")

There was no signihcant change during the 2015 year. Management decided to record the fund as a major
fund for the imponance of this project to the Municipality's operations in the future.

. Copil8l Proiects - Bonds and Notes Issuuce Fund

During the year the fund incuned $533,599 in expendirures of which 5527,930 were incurred for capital
projects financed with $2,310,000 and $1,428,000 bond issuance funds.

GENERAL FT,,IND BUDGETARY HIGHLIGHTS

The Municipal budget is prepared fo¡ the General Fund following the requirements of the Autonomous Municipal
I-aw of 1991, as amended. In order to demonstrate compliance with budget regulations and accouniing standards, the
Municipality presents a budgetary comparison schedule of the general fund as a required supplementary information.
This schedule is prepared under a budgetary basis of accounting, which is different from accounting principles
generally accepted in the United States of America ("US GAAP"). Revenues are generally recorded when cash is
received and expenditures are generally recorded when the related expenditure is incuned or encumbered. The general

fund original budget for the fiscal year 2014-2015 presented a decrease of $70,000 with respect to the prior year

original budget. Actual revenues exceeded revised budgeted revenues by $9,254 (net). The Municipality also reponed
a positive variance of $159,331 between revised budgeted appropriations and actual expenditures. Actual revenues
exceeded actual exp€nditures by $180,0O1.

CAPMAL ASSET AND DEBT ADMINISTRATION

Capit¡l assets

At the end of the hscal year, the Municipality has invested $36,941,081 (net of accumulated depreciation) in a broad
range of capital assets, including buildings, parks, roads, bridges, land and equipment. This amount represents a ret
increase of 27o over the prior year.
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COMMONWEALTH OF PTIERTO RICO
MUNICIPALITY OF RINCóN

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

TABLE 4

Capihl Asscts, nct
A§

Governmental Activities
2015 2014

Vehicles, machinery and equipment 1,867,859 2J49
Total $ 36,941,081

Notrdepreciable assets :

Land$7.960,293$7,960,293
Construction in progress 2,567,458 2,121,259

Depreciable assets (net):
Land improvements 618,915 666,390
Buildings and buildings improvements 17,691,908 17,558,898
Infrastructure 6,234,648 5,793,929

The Municipality's major capital projects that were still in construction and the related construction in progress cost
as ofJune 30.2015 are as follows:

. Consúuction of Recreational Facilities on Barre¡o Ward - $738,517
¡ Urban Park Project, Phase II - $581,225
¡ Rio Grande Residential Development - $281,061
¡ Sidewalks and Curbs Construction, Road No.l l5 - $176,428

Two major projects "Urban Park Project Phase I" fo¡ a total cost of$511,475 and "Remodeling of P.R. Road No.l 15

Ent¡ance" for a total cost of $280,162 were finished and transferred from construction in progress to building and
infrastructure functions. Equipment for a total amount of $106,839 was placed in use during 20t5.

The Municipality's fiscal year 2014-2015 capital budget calls for a signihcant amount of projects. These projects will
be financed through Federal and Commonwealth grants, funds from the Commonwealth Legislature and/or Municipal
funds.

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

Long-term debt

At year-end, the Municipality had $8,4M,000 in general and special bonds and notes. The Municipality did not issue
long-term debt during 2014-2015 year. Long-term debt increased 185% to $34,023,584 with respect to 2014. This
significant change primarily arises fiom the implementation of GASB Sttltement No. 68 "Accounting and Financial
Reporting for Pensions-an qmendment of GASB Statencnt No. 27" and Q!§!_fugg9g¡_f;9-!! "Pension
Transition Jor Contributions Made Subsequent to the Meqsureruent Dqte". T-he Municipality, as a cost-sharing
employer reported its proportionate share of the pension plan's resulting net pension liabitity from Statement No. 67
based on the thei respective individual proponion to the collective net pension liability of all the governments
participating. The following is a summary ofthe Municipality's outstanding debt as ofJune 30, 2015 and 2014:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

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

TARLE 5

&úra,aüng Loag-t trll, DcU

General and special obligation bonds and notes
Note payable to CRIM - t¿w No. 42
Note payable to CRIM - financing of delinquent

accounts
Compensated absences

Ckistmas bonus payable
Payable to CRIM - property tax advances
Payable to PREPA

Judgments and claims
GDB line of credit - "Ojo de Agua Hotel"
Net p€nsion liability
Tolal

Actiúties
20142015

$ 8,404,000
366.174

34.996
|,270,32t

145.1| I
49.129

375.935
28,000

127.467
23,222,45t

$ 34,023,584

8,959,000
378,083

37,054
t,312,832

t42,950
18,603

929,49t
16,000

127,467

I 1.921

The 2014 amounts presented have not been restated to reflect the implementation of CASB 68.

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

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality's officials considered certain factors when establishing the fiscal year's 2015-2016 budget. One of
these factors is the economy. Among economic areas considered are the estimates for the growth or decline in
population, personal income; housing statistics and unemployment rates. The Municipality's unemployment rate at

the end of ñscal year 2015 stands at 16.57¿. and the Commonwealth rate stands at 12.4%.

For year 2015-2016 the Municipality applied a conservaiive approach in the development of budget estimates.
Amounts available for appropriations in the General Fund are $9,130,000 representing an increase of approximately
3% with respect to prior year estimates. If these estimates are realized, the Municipality's budgetary general fund
balance is expected to increase modestly by the close of the 2015-2016 fiscal year. In addition Io the general fund
estimated budget the Municipality plans io submit io the Federal and Commonwealth government fund proposals for
welfare and community development as well as permanent capital improvements and public works.

The Commonwealth of Pueno Rico is facing a severe financial crisis. Credit rating agencies have been downgrading
it rating on the Commonwealth debt obligations based on among other problems in years ofdeficit financing, pension
underfunding, budgetary imbalance and a prolonged economic recession. These downgrades may have a significant
impact in üe economic environment of Puerto Rico and the Commonwealth Government, its inst¡umentalities and

the municipalities in critical areas such as access to markeis and liquidity for the current fiscal year and thereafter.
Therefore, the panicipation of the Municipality in the bond ma¡ket has been delayed waiting for the credit rating of
the Commonwealth and its instrumentalities to improve or for more favorable market condiiions.
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I mis fimrcial report is designed to provide our citizens, taxpayers, and creditors with a general overview of lhe
L Municipality's fimrces and to demonst¡ate úe Municipality's accountability for the money it receives. ffyou have

any questions about this report or need any additional information contact the Finance Department at the Municipality
¡ of Ri¡cóo, PO Box 97, Ri¡có¡, P.R. 00677.
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COMI\IO¡{IWEAI]III OF Pf]ERTO RICO
MUNICIPALITYOF RINCON

STATEMENT OT. I§ET P'OSTTrcN
JUNE30, 201s

C¡re r¡¡,r¡rntal
Act¡üties

ASSETS
Cash and cash equivalents
Receivables, net:

Municipal license ta.res
Due ftont

CorrÍDnwealth CovemrrEnt
Federal GoverfrffEnt

Restricted assets:
Cash and cash equivalents
Cash with ñscal agent

Other assets
C-apital assets:

I-and and construction in progress
Other capital as sets, net

Total capital assets, net
Toúal assets

DESERRED OUTFITO\ OF RESOURCES
DefeÍed ourflows rclated to pension

Tota¡ l)eferied outflot,lÉ of Reso.¡rces

LIABILTTIES
Accounts payable and accrued liabilities
Interest payable
Due to:

CorrrfDnwealth GovernrrEnt
Unearned nevenues:

Feder¿l grants received in advance
I-ong-term liabiüties :

Due within one year
Due in rrDre than one year

Taal liatilities

DEFRR.E) IN[I.()\v OT' R.§ OIjRCES
Municipal License ta)(es received in advance
Defered inflows rclaied to pension

Total Deferred E¡lor¡6 of, Reso.¡rces

NET P'OSITION
Net investrrEnt in capital assets
Restricted for:

Debt service
C-apital Projects
Other specified purposes

Unrestricted (defici¡)
Toaal net lEitiq¡

$ 5185,S41

4,l5a

1,384'677
3,@

t,wt,939
4,61O,155

I13,ó59

10,527,751
26.,413,330
3ó,941,Oa I
50,,675,274

I,3ó5,696
1,3ó5,6!)6

824,798
ra5,7 t7

147,3@

l1,680

| 318,572
32,705,O12
35,293,O44

347,2:?Á
185,836
573,ú2

31,M9,ú75

2,r tt,5t2
t,42¡,51I

354,934
<14,769,2t2)

$ 16'174,820

Tl¡e accolt¡|D¡¡ying noúes are a[ intetral Inrt of this state[EnL
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COMI\¿Í)I\MEALIII OF PUERTO RICO
MTJMCIPALITY OF RJNCON

RECONC'ILIATION OF TTIE BALA¡ICE S HEET OF GOI'RIIMENTAL FIIND§
TO THE S TATEMENT OF NEI POS ITION

JUNE30,2015

Tolrl fund bqlanccs - gorÉrnmeDtal funds

Arnounts reponed for govemrnenial activities in the stateÍient ofNet Position are

differmt because:

Capital assels used in govemrnental activilies a¡e not current financial resources and,

therefore, are not reported in the govem[iental funds balance sheet

other assets are not available to pay current-period ependitures and, thercfore, a¡e

reponed as deferred inflows of resources in the funds:

Due from Cor¡ü¡onwealth Govem¡rEnt:
Christmas bonus reimburseúient

Propeny taxes- General Fund
Sales and use !ax- G€neral Fund
P.R. Electric Power Authority (PREPA)

Propeny ta(es- Debt Service Fund

Sales and use tax- Debt Service Fund
P.R. Depa¡tÍEnt of Transponarior¡ (DTOP)
P.R. Depanr¡ent of t-abor - [,aw No. 52

OCAM - Public Order Code

P.R. officr ofthe ombudsman for the Elderly
Other

Due from Federal Govemment:
Federal grant - CDBG
Federal granl - Child Care Progmm

Federal grant - Child Care Food Program
Federal grant - FEM A lrme StoÍn
Federal grant - P.R. Ofl¡ce of rhe Ombudsman for the Elderly

other: muniopal license taxes

Deferred outflows of resources related to pensions nol recognized in the Sovemmenlal
funds balance sheet:

l-ong-term liabilities, including bonds payable, are not due ard payable in the current

perid and, therefore, are not repoled in lhe funds:

General oblig¡tion bonds and notes

Note payable to CRIM -I-aw No. 42

Note payable to CRIM -financing of delinquent accounts

Payab¡e ro CRIM - property tax advarces

Compensated absenc€s

Christrias Bonus

Judgr¡¡ents and claims-legal cases

Debt payable to P.R. Electric Power Authority
Line of Credit (ücluding app licable accrued interest)
Net pension liability
Interest

Defened inflows of resoumes related ¡o pensions not recog¡ized in the govemnEntal
funds balaric_e sheet:

Net position of got¿rnment¡l ¿ctiüties:

36,274
280,34E
124.607

375,935

146.367

4.743
198.663
T,a24
39.076

1,99ó

66.401

$ 10,035,ü7t

36,94t,081

1,352,2't6

61,863
44,925

7,706
38,900
19,979

(7,8't9.250)
(366.174t
(34,996)
(49,129)

(t.270,321\
(t45,lll)
(28,000)

(375,935)
(t27,467)

(23 ,222,451)
(10,303)

173,373
2,249

I,365,696

(33,509,137)

(185,836)

$ 16,174,t20

The accompanyiog notes rrc an integral part of lhese statements.
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COMI\{ONWEAI]TTI OF PT]ERTO RICO
MTINICIPALITY OF RINOON

R.EONCTL¡ATÍ)N OF STATEMTNT OF REVU{I]ES, ETPE{DITURES AND CIIANGIS tr\¡ FIJND
BAI-ANCTS (DTIICTD OF GOVENIiMYIAL FUNDS TO TTE STATEV'E\¡T OF ACTT!'ITE

r§CAL IEAR INDTD JUNE30, 2015

Net ch.¡¡ae in fu¡d blanccs (&ñcit) - robl gmÉrnl¡Enld fr¡n& : $ (150300)

ArDunts repoñed for goveñÍEntal activitÉs in the StateÍEnt ofActivitÉs are difierEnr because:

CovemnEntal funds reports cápital assets outlays as ependilures. Horrever. in the StatenÉnl
of Activitbs, the cost ofthose assets is alktcated over iheir eslin¡ated useñ¡l üves and
feported a§ depfeciation erpense:

Ependiures forcaphalasseG
kss: cunent year depreciatbn

C-ovemr¡Ental funds only report the proceeds received in the disposal of assels. In the
StateflEnt ofActivitÉs, a gain or loss is reported lor each disposá1. Thus. the change in
ret positbn difiers ftom the change in fund balance by the cost ofthe disposed asset:

Revenues in the StatenEnt ofActivitÉs thál do not provide curen( fmancial resources áre

no( reported as revenues in the funds:
Orristri¡as bonus reiñburseÍEnt
Propeny taJcs- CÉneral Fund
Propeny ra¡es- Debt Servlce Fund
Sales and use ta¡- Ccneral Fund
Sales and use tax- Debt Service Fund
P.R DepalrrEni oflábor- l-aw No.52
Federal grant - P.R. Office for mudsnlan Adminütratbn (OAP)
Feder¿l grant - ChiH Care Food Program
Federal gránt - CDBC
Oiher

R€venues rcpored in funds which are not repo(ed as revenues ¡n the StateÍEnl ofActivities:
O)ristmas bonus rEir¡üurs er¡Ent_Prior year
Propefry taxes{eneral Fund
Sales ánd use iax{Éneaal Fund
P.R Electric Po*er Au¡horily (PREPA)

P.R DeparirEnt ofl¿bor- l-aw No.52
Feden¿l grant - ChiH Care Progmm
Federal grant - Child CarE Food PrDgram

Feder¿l grant - CDBG
Federal grant - P.R OF¡ce formudsnlan Addnistrátbn (OAP)

Ependitures reponed in funds which are not rEported as expenses in the StalerEnt of
Activitks:

Matured bonds princpa! paynEnts (net change)
Municipality's contributbns io the pension plÁn ir current year

Repayr¡Ent oflong termdebt is an ependiture in the govemrÉntal funds, bul reduces krnS_

tefm liabilil ies ifl the SrateÍÉDt of Net Poslion:
CÉneml obligation bonds and notes
Other bng term liabilfties

SoÉ epenses rEported in the StatenEnt ofActivitÉs do not rEquire the use ofcurrent
ñnancial rcsourtes and iherEfore are not rEporl€d as e&enditures in the govemÍEntal
funds:

c-ompensated absences
JudgflEnts and claims-bgal cases

Payabb to CRIM - 20l4 ProPerty taxadvances
ChristÍ¡as bonus
Pensbn
Accrued interest (net change)

C'lts¡rge ir Det Fida¡ oaSo*rtrÍEnt l *tiül¡es:

$ l.8q¡,640
( 1,199,582) 698,058

(7 2s2'

36,274
280,348
146.367
ta.@7

4,783
55,M
2t,915
7.16

61.863
Tt,44

11.47 t

I,Ot3
63.Ut

553,556
98,O?8

22,2@
4X

1u5.398

l¿659

14,750

__-_-4.o52_

555,m
855,162

( lo¿ r 78)
(llm)
(§,526)

045.l l l )
( 1,331.7¡4)

r.557

816575

(948,205)

ñ1.ñ2

1,410, t62

( l,620,032)

§ 806¡06

Ihe rcü¡IErying nús ¡re ¡n integral IDrt of these statcriE¡tts.
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NOTE A- SUMMARY OF SIGNIFICANT ACCOT]NTING POLICIES

The Municipality of Rincón was founded in 1770. The Muniéipality is governed by the executive and the legislative
branch elected for a four year term during the general elections in Pueno Rico. The Mayor is the executive officer and

ihe legislative branch consists of twelve (12) members of the Municipal Legislature. The Municipality engages in
comprehensive range of services to the community such as: general government administration, public works, health,
envi¡onmental control, education, public security, welfare, housing, community development and culture and

recreation activities.

The financial statements of the Municipality have been prepared in accordance with accounting principles generally
accepted in üe United Stales as applied to govemmental units. The Governmental Accounting Standards Board
(GASB) is the siandard-setting body for govemmental accounting and financial reporting. The GASB periodically
updates its existing Governmental Accounting and Financial Reponing Standards, which, along with subsequent
GASB pronouncements (Statements and Interpretations), constitutes GAAP for governmental units.

I. Financial reporting entily

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

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

departments, and offices that are not legally separate are, for financial reponing purposes, pan of a primary
government. If an organization is part of a primary government, its financial data should be included with the

financial data of the primary govemment. Component units are legally separate organizations for which the
primary government is financially accountable or organizations for which the nature and significance of their
relationship with the primary government are such that exclusion would cause the reponing entity's financial
statemeots to be misleading or incomplete. A component unit may be a governmental organization, a nonprofii
corporalion or a for-profit corporalion.

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

organization:

a. The primary government appoints a voting majority ofthe entity's governing body, and either:

. A financial beneht/ burden exist between the primary government and the entity or

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

b. The entity is fiscally deperdent on the primary government and there is a financial benefilburden between

rhe primary government and the entity.

In addition, as described above, it would be necessary to include other organizations as a componeni unit if the

exclusion would cause the primary government's financial shtements to be misleading or incomplete.
Organizarions rhat arc legally separate, tax-exempt entities and that meet all of the following crite¡ia should be

discretel.¡ presented as component units:

a. The economic resources received or held by the separate organization are entirely or almost entirely for the

direct benefit of the primary government. its component units. or its constituents.

b. The primary government, or is component units, is entitled to, or has the ability to olherwise access, a

majority ofthe economic resources received or held by the separate organization.
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c. The economic resources received or held by an individual organization that the specific primary government,

or its component uniis, is entitled to, or has the ability to otherwise access! are significant to the primary
government.

Professional judgment should be applied in determining whether the relationship between a primary government

and othe¡ organizations for which the primary governme[t is not financially accountable and that do not meet

the above criteria is such that exclusion ofthe organization would render the financial statements ofthe reponing

entity misleading or incomplete.

There a¡e two merhods of presentation of the component unit in the financial statements: (a) blending the

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

unit's financial data. When a component unit functions as an integfal part of the primary government, its data is

ál¿nd¿d with those ofthe primary govern'Jlleñ ("blended component units").T-l1at is, the component unit's funds

are treated just as though they were funds of the primary government with one exception: the general fund,

Component units should be reported as blended if meets any of the following criteria:

a. The component unit's governing body is substantively the same as the governing body of the primary

government and there is either:

. A financial benefit/ burden exist between the primary government and the entity or

. Management ofthe primary government has operational responsibility for the primary govemment.

b. The component unit provides sewices entirely, or almost entirely, to the primary govemment or otherwise

exclusively, or almost exclusively, benefits the Primary government.

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

Otherwise, üe component unit should be presented as discrere. Those componeni units does not funcÍion a§ an

integral part of the primary government and is data is present€d discretely (separately) ftom the data of the

primary government ("discreteU- component ¡¡r¿ifs"). As discussed earlier, other legally separate, tax-exemPt

organizations that meet the applicable criteria should be included as discre¡e It component units.

Based on üe above criteria there are no potential component units which should be included as pan of ihe

financial statements.

2. Basis of prescntalion' nreasurement focus and basis of accounting

The financial report ofrhe Municipality consiss ofüe Management's Discussion and Analysis (MD&A), basic

financial statemenrs and required supplementary information other than the MD&A. Following is a summary

presentation of each, including the measurement focus and basis of accounting. Measurement focus is a term

Lsed to describe rr.r¡ic, úansactions are recorded wiüin úe various itnancial statements. Basis of accounting

refers to l,á¿r¡ úansactions afe recorded regardless of the measurement focus:
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Manasement's Discussion and Analvsis

This consists ofa narrative that inúoduces the basic financial statements and provides and analytical overview
ofthe Municipality's financial activities. This analysis is similar to analysis the private sector provides in their
annual reports.

Basic financial statements

Basic hnancial statements include both government-wide and fund financial stat€ments. Both levels of
statements categorize primary activities as governmental type, which are primarily supponed by taxes and

intergovernmenlal revenues:

Government-wide statements

The govemmenrwide statements consist of a Statement of Net Position and a Statement of Activities. These

statements irre prepared using the economic resources measurement focus, which ¡efers to the reporting of all
of the net position available to the governmental unit for the purpose of providing goods and services to ihe

public. The statements are reponed on the accrual basis of accounting. Revenues are recognized in the period

earned and expenses recognized in the period in which the associated liability is incurred. Fiduciary activities,
if any, whose resources are not available to finance government programs, are excluded from the government-
wide statements. The effect of inter-fund activities is eliminated.

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

liabilities and deferred inflows, with the difference reponed as net position. The Statement ofActivities repols
revenues and expenses in a format that focus on the net cost of each function of the Municipality. Both the

gross and net cost ofthe function, which is otherwise being supponed by the genetal government revenues, is

compared ¡o the revenues generated directly by the function. This Statement reduces gross direct exp€nses,

including depreciation, by related program revenues, operating and capital gants, and contribut¡ons. Direct

expenses are those that are clearly identifiable with a speciñc function. As a policy, indirect expenses are not

allocated in üe Statemeot of Activities. Proglam revenues must be directly associated with the function.

The types of transactions included as program revenues are: charges for services, fees, licenses and permits:

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

capital grants which are capital-specific grants. Internally dedicated resources are reponed as general revenues

raüer than as program revenues. Likewise, general revenues include all taxes. Propeny taxes are considered

imposed non-exchange úansactions since a¡e based on assessments imposed by the Municipality that are not

based on exchange transactions. Propeny taxes are recognized as revenues in the year for which the taxes are

levied. Municipal license taxes and sales and use taxes are considered derived tax revenues since ale taxes

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

in the period the Municipatity has an enforceable legal claim and time requircments are met; sales and use

taxes are recognized as revenues in the period when the underlying exchange has occurred. Revenues on both

operating and capirat gants are recognized when all eligibility requirements (including time requirements)

imposed by the provider have been met. For cenain expenditure-driven grants, revenue is recognized after

allowable expenditures a¡e incurred.
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The Municipality repons a liability for unearned revenues in the government-wide statements. Unearned
revenues a¡ise when ( l) resources received in advance of an exchange transaction, (2) resources received in
advance in relation to a derived tax revenue, and (3) resources received in advance related to voluntary non-

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

of cenain federal expenditure-driven grants if resources are received before allowable expenditures are

incurred). In subsequent periods, after related exchange transactions occur or applicable eligibility
requirements are met the liability for unearned revenues is removed from the statement ofnet position and the

revenue is recognized.

Fund st¡tements

The financial transactions of the Municipality are recorded in individual funds, each of which a¡e considered

an independent fiscal entity. Each fund is accounted for by providing a separate set of self-balancing accounts

that comprise irs assets, defened outflows, liabilities, deferred inflows, fund equity, revenues and

expenditures. Funds are segregated according to their intended purpose which helps management in
demonstrating compliance with legal, financial and contractual provisions. Governmental Funds a¡e those

through which mosl governmental functions of the Municipality are financed. The governmental fund

statements include a Balance Sheet and a Statement ofRevenues, Expenditures and Changes in Fund Balances

with one column for the general fund, one for each major fund and one column combining all non-major
governmental funds. Major funds a¡e determined based on a minimum criterion, that is, a percentage of the

assets and defened outflows; liabilities and deferred inflows: revenues or expenditures o¡ based on the

Municipality's ofhcial's crire¡ia if the fund is particularly important to financial statement users (for

Commonwealrh Legislature Resolutions, USHUD - Community Development Block Grant hogram (CDBG),

Rural Development Corporation (CDR) - Marine Facilities, GDB §690,000 Line of Credit - "Ojo de Agua"

Hotel and P.R. Department of Transportation - DTOP Funds).

The Municipality reports the following major governmental funds:

General Fund: This is rhe operating fund ofthe Municipality and is used to accouni for and repon all financial

resources not accounted for and reponed in another fund.

Commonryealth Lee¡slature Resolutions Fund: This fund is used to account for and report revenue sources

fiom grants provided by the Commonwealth's Legislature that are restricted, committed, or assigned for
specific purposes which include, among others, acquisition, development and improvemens ofcapital assets,

public works, welfare and other community development projects.

Debt Service Fund: This fund is used to account for and repon financial resources that are restricted,

committed, or assigned to expenditures for principal and interest. This fund accounts for the resources of three

individual funds including "Fondo l0 - CAE Redemption Fund" (a special sunax redemption fund established

by rhe CRIM wilh CDB which accounrs fo¡ ¡he 2 of propeñy taxes collected by the CRIM); "Fondo I I -
CRIM Fund" (resources transferred from the Municipality's general fund to the CRIM for payment of debt

issued for operational purposes) and the "Fondo l2 - IVU Municipal Redemption Fund" (.2% of the .57o from

sales and use taxes deposited in the Municipal Administration fund ofGDB to finance loans to Municipalities).
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USHUD - Communitv Development Block Grant Program (CDBG) Fund: CDBG fund is used to account

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

a suitable living environment and expanding economic opportunities, principally for persons of low and
moderate income. CDBG funds are received tkough the Office of Commissioner of Municipal Affairs
("OCAM'), a Commonwealth's governmental agency.

Rural Development Corporation (CDR) - Marine Facilities Fund: This fund is used to account for and

report resources for the acquisition of marine facilities to be used by citizens of the Municipality. Those

resou¡ces a¡e financed úrough the Rural Development Corporation, a Commonwealth's governmental agency
of the Puerto Rico Department of Agriculture.

GDB $690.000 Line of Credit - Oio de Aeua Hotel Fundr This fund is used to account for and report lhe
expenditures for the construction of a municipal hotel "Ojo de Agua'. The line of credit is financed by the

Governmental Development Bank of Puerto Rico ("GDB").

P.R. Department of Transportation (DTOP) Fund: This fund is used to account for and repon revenue

sources from the Puerto Rico Department of Transportation for capital improvements, public wo¡ks and other
capital outlays.

Capital Proiects - Bonds and Notes Issuance Fund: This fund is used to account for and report financial
resources from bonds proceeds and notes issuances which a¡e ¡estricted for acquisition or construction of
capital assets. This fund reports transactions of individual funds of Bonds and Notes issued through GDB.

The Municipality also reports nonmajor governmental funds in a single column, which includes the foilowing:

Special Revenue Funds: This fund is used to account for and report the proceeds of specihc revenue sources

that are restricted or committed to expenditure for specific purposes other than debt service or capital projects.

The co¡e ¡evenue source of the fund must represent a substantial portion of the fund's total inflows. The

limitation on spending (specific purpose) may be imposed by external parties (creditors, grantors, cont¡ibutors,
other governments), by constitutional provisions, by enabling legislation or by action taken by the

government's own highest level of decision-making authority.

Capital Proiect Funds: This fund is used to account for and repon financial resources that are restricted,

committed or assigned to expenditures for capital outlays, including the acquisitiott or coflstruction of capital

facilities and other capiral projects. Typically the fund is not used for routine or minor capital outlays

(equipment, vehicles, furniture, among others) which are reported instead in the fund f¡om which financial

resources were expended. Rather, the fund is used primarily for major projects and acquisitions financed with
bonowed or contributed resources. The use of a capital project fund frequently is required by debt covenants,

grant contracts, law or regulation.

The governmental fund financial statements a¡e accounted for using the cu[ent financial resources

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

are recognized when they are susceptible to accrual (i.e. both measurable and available). Revenues are

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

liabilities of rhe current period. For this purpose, the Municipality considers revenues Io be available if they

are collected within 60 days of the end of the current hscal period except for reimbursemenrbased
(expenditure-driven) gants for which the availability period is 90 days.
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Revenues susceptible to accrual include property ta(es, recognized as revenues in the year for which the taxes
are levied; municipal license taxes, recognized in the period the Municipality has a¡ enforceable legal claim
and time requirements are meti and sales and use t¿u(es, recognized when the underlying exchange has

occurred, and inte¡est. In applying the susceptible to accrual concept to intergovemmenial revenues, revenues
are recognized when alt eligibility requirements (including time requirements) imposed by the provider have

been met and revenue becomes available. There are, however, essentially two types of these revenues. In the
first case, on expenditure-driven grants, monies must be expended on the specihc project or purpose (eligibility
requirement), before any amounts are paid to the Municipality. Revenue is, therefore, recognized as

expenditures are incuned to the extent available. In the other cases, monies are vinually unrestricted and are

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

revenues are recognized as ¡he time of receipt or earlier if the susceptible to accrual criteria is met. Licenses
and permits, charges for services, rent, fines and miscellaneous revenues are generally recorded as revenues
when received or are recognized earlier if the susceptible to accrual criteria is met.

The Municipality reports a liability for unearned revenues in the govemmental funds statemenis. Unearned

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

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

of certain federal expenditure-driven grants if ¡esources a¡e received before allowable expenditures are

incuned). In subsequent periods, after related exchange ransactions occur or applicable eligibility
requirements are met the liability for unearned revenues is removed from the balance sheet and the revenue is

recognized.

Expenditures are generally recognized when the related liability is incurred as under accrual basis of
accounring. Certain exceptions to th¡s fundamental concept include the following: ( l) payments of principal

and interest on general long-term debt, which a¡e reco¡ded as expenditures when due, except for principal and

interest due on July I (in this case amounis are reco¡ded as liabilities and expenditures on June 30 since

amounts have been accumulated or t¡ansferred to the debt service fund before July I payments are made) and
(2) vested compensated absences, claims and judgments and special termination beneltts which are recorded

as expenditures only to the extent that they are expected to be liquidated with expendable financial resources
(in the government-wide statements the expense and related accrual liability for long-term portions of debt

must be included)

Since the govemmental fund statements are presented on a diffe¡ent measurement focus and basis of
accounting than the government-wide statements, reconciliation is necessary to explain the adjustments

needed to transform the fund financial stalements into the government-wide statements. This reconciliation is
part of the financial statements.

Notes to Financial Statements

The notes to financial statements provide information thal is essential to a user's understanding of the basic

financial statements.

Reouired Supolementarv I¡formation

Consists ofrhe Budgetary Comparison Schedule - Gene¡al Fund, úe Schedule of Municipality's Proponionate
Share ofNet pension Liability and the Schedule of Municipality's Contributions, as required by GASB.
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3. Cash und cash equivalents and investments

Cash and cash equivalents consist of cash on hand, demand deposits and shon-term investments with original
maturities of three months o¡ less from the date of acquisition. Nonnegotiable cenificates of deposits with
original maturity of more than three months are considered time deposits. The Municipality follows the practice
ofpooling cash of all funds except for cenain Commonwealth's grants, restricted funds generally held by outside
custodians and federal granls. Available pooled cash balance beyond immediate needs is invested in certificates
ofdeposits. Cash and cash equivalents related to Commonwealth and Federal grants (including Commonwealth
l.egislature Resolutions) are restricted since their use is limited by applicable agreements or required by law.

The laws and regulations of the Commonwealth of Pueno Rico authorize the Municipality to invest only in
obligations of the Commonwealth, obligations of the United States of America, ceñificates of deposits,
commercial paper, bankers' acceptances, or in pools of obligations of the municipalities of Pueno Rico, which
are managed by the Gove¡nmental Development Bank for Pueno Rico ("GDB").

4. Reslricted assets

Restricted assets are liquid assets which have third-party limitations on iheir use. Cash and cash equivalents
related to Commonwealth and Federal grants (including Commonwealth l€gislature Resolulions) are restricted
since their use is limited by applicable agreements or required by law.

Restricted cash with fiscal agent in the debt service fund consiss of the undisbursed balance of propeny and

sales and use tax collections retained by the Commonwealth of Pueno Rico which are restricted for the
repayment ofthe Municipality's general and special obligation bonds and notes as established by law. Restricted
cash with fiscal agent ofthe other governmental funds represent the undisbursed proceeds ofcertain bonds, loans
or grants which are maintained in a cash custodian account by the GDB.

5, Receivables and due lrom governmenlal entties

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

collection experience and current economic conditions. Amounts due from federal government represent
amounts owed to the Municipality for the reimbursement of expenditures incurred pursuant to federally funded
programs. Amounts reponed in the debt service fund represent property and sales and use tax revenues ofcurlent
fiscal year collected by the CRIM (propety tax) and the Puefio Rico Department ofTreasury (sales and use tax)
on the subsequent fiscal year.

6. Interfundtransactions

The Municipality repons inter-fund transactions as follows:

Inter-fund loa¡s: Represent legally advances that are representative of lending/borrowing arraogements from
one fund to other fund to finance pafoll. payroll taxes and other expenditures. The cuftent
portion of such transactions are referred as to either "due fron/to other funds" and the

noncuffent ponion a§ "advances to/from other funds". Amounts not expected to becollected
within a reasonable period of time are reduced to the estimated realizable value a¡d amounts
not expected to be repaid are reported as "transfer-out" from the lender fund and'lransfer-
in" in the borrower fund.
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IDter-fund traNfers: Represent legally flows ofassets without equivalent flows ofassets in rerum afld without
a requirement for repayment. These are reported as "transfers-oua' (other ñnancing uses)
in the fund that issue the transfers and as "transfers-in" (other financing sources) in the
fund receiving the transfers.

Inter-fund re¡mburs€Dents: Represent repayment from a fund responsible for panicula¡ expenditures or expenses to
the fund that initiallv finance them-

7. Inventoies

The Municipality purchases gasoline, oil and other expendable supplies held for consumption. The cost of those

purchases is recorded as expendúure when incurred in the appropriate fund but the year-end inventory is not

capitalized in the Statement of Net Position, as management believes is not signif¡cant.

8. Capital assets

Capital assets reported in the governmental activit¡es in the Statements of Net Position include propeny, plant,

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

capital assets (except for infrastructure asseis) as assets that have an individual cost of $500 o¡ more and have a

useful life of one or more years. Infrastructure assets ¿ue capitalized based on a percentage of the estimated

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

projecs are constructed. Capital assets are capitalized at historical cost o¡ estimated historical cost if historical
cost is not available. Donated assets are recorded as capital assets at their estimated fail market value at the date

of donation. All capital assets, other than land and construction in progress, are depreciated using the s[aighC
line method over the following useful lives:

Descriotion

Land improvements
Buildings and building improvements
lnfrastructure
vehicles. machinery and equipment

Ye¡rs

20
20-50
2W
5-15

In accordance with current accounting standards capital assets a¡e reviewed for impairment. Impairment occurs

when there is a significant decline in assei service utility due to the occurrence of a prominent event or change

in circumstances affecting the asset. Current standards provide guidance for accounting and reporting for
impairment and for insurance recoveries.

9. Long-termobligations

Long-term debt and other long-term obligations, which are reported as liabilities in the Statement ofNet Position
- govemmental acrivities, consist of general and special obligation bonds, liabilities for compensated absences,

claims and judgments, and long-term liabilities to other govemmental entides. Related bond issuance costs,

whenever rise, are reported as current outflows ofresources in the Statement of Activities, as required by current
standards. Governmental fund types recognize bond issuance costs as expenditures during the cuffent period.

Those issuance costs, whether o¡ not withheld {iom the actual debt proceeds ¡eceived, are repoled as

expenditures in the appropriate fund.
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10. Compensated absences

The Municipality's employees accumulate vacation, sick leave a¡d compensatory time based on continuous
service. Compensated absences are recorded as a liability if (l) are earned on the basis of services already
performed by employees, (2) it is probable that will be paid (in the form of paid time off. cash payments at

termination or retirement, or some other means) and (3) are not contingent on a specific event (such as illness).
The compensated absences are accumulated on the basis of 2Yz days per month of vacation and l/z days per
month of sick pay and compensatory time up to a maximum of 60 days of vacations and 90 days of sick leave.

Upon separation from employment the accumulated vacations are liquidated up to the maximum number ofdays.
Accumulated sick leave, which is accrued based on all vesting amounts for which payment is probable, is

liquidated to emptoyees with 10 years or more service up to the maximum number ofdays.

The accrual of compensated absences includes estimated payments that are related to payroll. The entire
compensated absence liability is reported in the governmenrwide hnancial statements. A current pofion is

recognized representing the estimated amount to be used in fhe following year. For governmental fund financial
statements, the current portion of unpaid compensated absences is the amount that is normally expected to be

paid using expendable available financial resources. The non-current portion of the liability is not reported.

Pursuant to Law No. 152 of August 20, 1996 effective Juty I, 1997 the Municipality is required to pay any

excess of vacations and sick leave accumulated over 90 days as of December 3 I of each year. Payments should

be made on or before March 31 of the following year.

I 1 . Claims antl judgments

The liability and expense amounts for claims and judgments are recorded in the government-wide statements as

incurred or when a loss is probable and the amount can be reasonably estimated. Amounts are recorded as

liabilities and expenditures in the general fund when they mature (generally, when payment is due).

12. Accounting lor pension cosfs

The Municipal employees are covered by the retirement plans administered by the Employee's Retirement System

of the Govemment of Puerto Rico and its Instrumentalities (ERS). For purposes of measuring the net pension

liability, deferred outflows ofresources related to pensions, deferred inflows ofresources related to pensions and

pension expense, information about the pension plan's fiduciary net position and additions to/deductions from
the ptan's fiduciary net position have been determined on the same basis as they are reported by the plan. For this
purpose, plan member contributions are recognized in the period in which the contributions are due. The

Municipality's employer contributions are recognized when due and when the Municipality has a legal

requirement to provide the contributions. Benefits and refunds are recognized when due and payable in
. accordance with the terms of plan. Investments are reported at fair value. In the governmental fund statements

pension expense is equal to the statutorily required contributions, with a liability recorded for any unpaid required

contributions.
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13. Defened outJlows / inflows o! resources

In addition to assets, the statement of net position will sometimes repon a separate section for defened outflows
ofresources. This separate financial statement element, defened outflows ofresources, represents a consumPtion

of net position that applies to a future period(s) and so will not be recognized as an outflow of resou¡ces
(expense/expenditure) until then. In addition to liabilities, the statement of net position will sometimes repon a

separate section for defened inflows ofresources. This separate financial statement element, deferred inflows of
resources, represenis an acquisition of net position that applies to a future period(s) and so will not be recognized

as an inflow of resources (revenue) until that time.

In the statement of net position deferred outflows / inflows ofresources a¡ise as a result of the following:

a. The implementation of GASB Statement No. ó8 "Accoan¡in g and Financial Reporting for Pensions-an
amendment ofGASB Statement No.27" a¿dGASB StatementNo.Tl " Pension Transition for Contibutions
Made Subsequent to the Measurement Date - an amendment ofGASB Stqtement No.68"

b. Municipal ticense taxes ("patentes en suspenso") and voluntary non exchange transactions (Srants) received

in advance before time requirements are met are recorded as deferred inflows of resources. The defened
inflow of resources are recognized as inflow of resources (revenues) in the period when time requirements

¿re met.

In ihe governmental funds balance sheet deferred inflows of resources arise as a result of the following:

a. Recognition of unavailable revenue as a result ofthe application of the modified accrual basis of accounting.

The governmental funds repon unavqileble revenue from one source: unavailable intergovemmental

revenues. These amounts are recognized as an inflow of resources (revenue) in the period that the amounts

become available.

b. Municipal license taxes ("patentes en suspenso") and voluntary non exchange lransactions (Sfants) rece¡ved

in advance before time requiremens are met are recorded as defened inflows of resources. The deferred

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

are mel.

14. Net position

In the government-wide shtements, assets plus deferred outflows of resources less liabilities and deferred

inflows of resources equal net position, and should be displayed in three components: net investmenl in capital

assets, resúicted, and unrestricted, as follows:

Net investDent itr c¡p¡tal Consists of capital assets. net of accumulated depreciation. reduced by the outstanding

assets: balances of bonds, notes. or other borrowings that are attributable to the acquisition,

construction. or improvement of those assets. Deferred outflows of resources and deferred
inflows of resources that are attributable to the acquisition, construction. or improvement

of those assets or related debt also should be included in this componeni of net position.

The ponion of the debt or deferred inflows of resources attributable to lhe unspent debt

proceeds is not included in the calculation of net iflvestment in capital assets. Instead, the

ponion of the debt or deferred inflows of resources is included in the same net position

componen( (restricted or unrestricted) as the unspent amount.
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Restricted net position: The restricted compone¡lt of net position consists of restricted assets (subject to resrictions
beyond the Municipality's control) reduced by liabilities and deferred inflows ofresources
related to those assets. Generally, a liability relates to restricted assets if the asset results

from a resource flow that also results in the reco8nition of a liability or if the liability will
be liquidated with the restricted assets reponed Resrictions are extemally imposed (by
creditors, grantors, contributors, or laws a¡d regulations ofother govemments) or imposed
by the law through constitutional provisions or enabling legislation

UDrestricted net position: Unrestricted net position is the net amount of the assets. deterred outflows of resources,

liabilities. a¡d defer¡ed inflows of resources that a¡e not included in the determination of
net investment in capital assets orthe resiricted component ofnet position- U¡restricted net
position is often designated to indicate that maflagement does not consider them to be

available for general operations. These t,?es of constraints are intemal and management

can remove or modify them.

15. Net position flow assumption

Sometimes the government will fund outlays for a particular purpose from both restricted (restricted bond or
grant proceeds) and unrestricted resources. In order to calculate the amounts to repon as restricted - net Posilion
and unrestricted - net position in the government-wide hnancial stalements, a flow assumption must be made

about the order in which the resources ¿ue co¡sidered to be applied. It is the government's policy to consider
restricted - net position to have been depleted before unrestricted - net position is applied.

16. Fund balances

The GASB Staiement No. 54 Fund Balance Reporting and Govemmental Fund T¡-pe Defnitions ('CASB No.

54") establishes accounting and reporting standards for atl govemments that repon governmental funds. It also

estabtishes criteria for classifying fund balances into specifically defined classifications and clarifies definitions

for governmental fund types. These classifications comprise a hierarchy based primarily on the extent to which

the Municipality is bound to observe constraints upoll the use of the resources repoñed. The classifications are

as follows:

Nonspendable:

Restricted:

Amounts ihat cannot be spent because are either (a) not in spendable form or O) legally or
contractually required to be maintained intact.

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

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

or otherwise maodate payment or resources (from extemal resource providen) and includes
a legally enforceable requirement that those resources be used only for the specific purposes

stipulated in the legislation. trgally enforceability meafls that the Municipality can be

compelled by an extemal pany such as citizens, public interest gfoups, or the judiciary to

use resources created by enabling legislation only for the purposes specified by the

legislatiori.
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Committed: Amounts that can be used only for the specific purposes pursuant to constraints imposed
through formal action (ordinance or resolution) by consent of the govemment's highest
level of decision-making authority. which in the case ofthe Municipality is the Mayor and

the Municipal legislature. Those committed amounts cannot be usd for any otherpurposes
unless the Mayor and the Municipal l,egislature removes or char¡ges the specified use by
takiog the same type of action (ordinance or resolution) it employed to commi( those
amounts. Formal action to commits fund balance to a specific purpose should occur prior
to the end of the fiscal year, but the amount, if any, which will be subject to the constraint.
may be determined in the subsequent period.

Amounts that are constrained by the Municipality's intent to be used for speciñc purposes,

but are neither restricted nor committed. In distinction to committed balaflces. the authority
for making an assignment is not required to be the govemment's highest level ofdecision-
making authori(y, (both the Mayor and the Municipal t€gislature). It is the Municipality's
policy that intent can be expressed by the Mayor, the Finance Director (the official to which
the Mayor has also delegated the authority to assig¡r amounts) or by any other ofñcial or
body to which the Mayor delegates. Furthermore, the nature of the actions necessary to
remove or modify a,l assignment is no( as prescriptive as it is with committed fund balances-
With the exception ofthe general fund. this is the residual fund balance of the classification
ofall govemmental funds with positive fund balances. Action taken to assign fund balance

may be made after year-end.

Is the residual classificatio¡ for the general fund and includes all spendable amounts not
restricted. committed or assigned. The general fund is the only fund that reports a positive

unassiEned fund balance amouot. For all other governmental fuIlds the unassi8ned

classification is used only to repon a deñcit balance resulting for the overspending for
specific purposes for which amounts had been restricted. committed or assiCned.

Assigoed:

Unass¡gned:

17. Fund balance flow assumptions

Sometimes the government will fund outlays for a particular purpose from both restricted and unrestricted

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

repoñ as restricted, committed, assigned, and unassigned fund balance in the governmental fund financial
staiements a flow assumption must be made about the order in which the resources are considered to be applied.

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

components of un¡estricted fund balance. Funher, when the components of unrestricted fund balance can be

used for the same purpose, committed fund balance is depleted first, followed by assigned fund balance.

Unassigned fund balance is applied last.

18, Risk financing

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

fidelity bond losses. In addition, the Municipality also obtains medical insurance for its employees. Pursuant to
Acr No. 63 of June 21, 2010 the municipalities of Pueno Rico procure and manag€, at their own discretion, all
insurance policies, including those ¡elated to the health plans provided to the municipal employees. The total
cost of the annual insurance premiums are paid in full and recorded as expense by the Municipality during the

fiscal year.
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The Municipality obtains worke¡s compensation insurance though the State Insurance Fund Corporation, a

component unit of the Commonwealth of Pueno Rico. This insurance covers workers against injuries, disability
or death because of work or employment-related accidents, or because of illness suffered as a consequence of
their employment. The annual cost of insurance is allocated io the Municipality and amounts a¡e retained from
monthly advances of propeny tax and municipal equalization fund sent to the Municipality by the CRIM.

The Municipality carries insurance coverage for death and bodily injuries caused by automobile accidents. This
insurance is obtained tkough the Automobile Accidents Compensation Administration, a component unit of the
Commonwealü of Puerto Rico. The annual premium is paid per licensed moto¡ vehicle.

The Municipality obtains unemployment compensation, non-occupational disability, and drivers' insurance
coverage for its employees through various insurance programs administered by the Puerto Rico Department of
Labor and Human Resources ("PRDOL"). These insurance programs cover workers against unemployment and
provide supplementary insurance coverage for temporary disability or death because of work or employment-
related accidents o¡ because of illness suffered as a consequence of their employment. Unemployment
compensation, non-occupational disability and drivers' insurance premiums are paid directly to the PRDOL on
a cost reimbu¡sement basis.

Settled cases have not exceeded insurance coverage for any of the past three years.

19. Use ol estimates

The preparation ofthe basic financial statements in accordance with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the reponed
amounts ofassets and liabilities and disclosure ofcontingent assets and liabilities at the date ofthe basic financial
statements and the reponed amounts of revenues and expenditures during the reporting period. Actual results
could differ from those estimates.

20. Adoption of new accounting pronouncements - GASB Str,lemen s No, 68 and 7l

Effective July l, 20 t4 the Municipality adopted the provisions of the GASB Statement No. 68 "Accounting and
Financial Reponing for Pensions---an amendment of GASB Statement No. 27" and GASB Statement No. 7I
"Pension Transitionfor Contributions Made Subsequent to the Measurement Date".

The primary objective of fu949!/2!91@ is to improve accounting and financial reponing by state and local
governments for pensions. It also improves information provided by state and local govemmental employers
about financial suppon for p€nsions that is provided by other entities. This Statement replaces üe requirements
of Statement No.27, Accounting for Pensions by State and l,ocal Govemmental Employers, as well as the
requirements of Statement No. 50, P¿¡sior¡ Disclosures, as they relate to pensions that a¡e provided through
pension plans administered as tusts or equivalent arangements that meet cenain criteria. This Statement will
bring the effect of GASB Statement No. 67 " Financial Reporting for Pension Plans-on amendment of GASB
Stqtement No.2J" into the accounting records of the individual agencies, component units and municipalities,
whose employees participate in the Retirem€nt Systems. The Municipality, as a cost-sharing employer reponed
its allocated sha¡e of the Commonwealth's resulting Net Pension Liability from Statement No. 67 based on the
their respective individual proportion to the collective net pension liability of all the governments paticipating.
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The objective of Stotement No. 7l is to address an issue regarding application of the transition provisions of
Statement No. 68, A ccounting and Financial ReportingJor P¿nsio¡¡s. The issue relates to amounts associated with
contributions, if any, made by a state or local government employer or non-employer contributing entity to a
defircd benefit pension plan after the measurement date ofthe government's beginnirg net pension liability. This
Shtement amends paragraph 137 of Statement No.6E to require that, at transition, a government recognize a

beginning deferred outflow ofresources for its pension contributions, ifany, made subsequent to the measurement

date of the beginning net pension liability. The provisions of this Statement shall be applied simultaneously with
the provisions of Statement No.ó8.

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

statements by restating the net positioo at beginning of year, recognition of defer¡ed outflows and inflows of
resources in the cuffent year, recording of pension expense, adding new disclosure requirements and required

supplementary information. Please refer to Notes F, N and P. The implementation has no impact on the

Municipality's fund statemenis.

21. Futurc adoption ol accounting pronouncements

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

a. GAsB_Stalgrngnt-M.22. " Fair Value Measurement and Applicqtior¡ ". This Statement addresses accounting
and financial reponing issues related to fair value measurements. It also provides guidance for applying fair
value to certain investments and disclosures related to all fair value measurements. The provisions of this

Statement a¡e effective for financial statements for periods beginning after June 15, 2015. (fiscal year ended

June 30,2016). Earlier application is encouraged.

b. GASB Stttement No. 73 "Accounting and Financial Reporting for Pensions and Related Assets Thqt Are

Not within the Scope of GASB Statement 68, and Amendments to Certain Prov'isions of GASB Statements

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

included in the general purpose external financial repons of state and local governments for making

decisions and assessing accountability. This Statement establishes requiremens for defined beneñt pensions

thar are not within the scope of Staternent No. 6E. "Accou¿ting and Financial Reponin{ Íor Pensions," as

well as for rhe assets accumulated for purposes of providing those p€nsions. In addition, it establishes

requirements for defined contribution pensions that are not within the scope of St{ternent 68.

The Starement also amends certain provisions of Staternent No. 67, "Financial Reponing for Pension

P/ar¡s", and Statement No.68 for pension plans and pensions that are within their respective scopes. The

requirements of this Starcment that address accounting and hnancial reponing by employers and

governmental non-employer contributing entities for pensions that are not within the scoPe of Statement
No. 6E are effective for financial statements for fiscal years beginning after Jurte 15, 2016 (fiscal year ended

June 30, 2017); the requirements of this Statement that address linancial reponing for assets accumulated

for purposes ofproviding those pensions are effective for fiscal years beginning after June 15,2015 (fiscal

year ended June 30, 2016): and the requirements of this Statement for p€nsion plans that are within the

scop€ of Statement No. 67 or for pensions that are within the scope of Stateretrt No, 6E are effective for
fiscal years beginning afier June 15, 2015 (fiscal year ended June 30, 2016). Earlier application is

encouraged.
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c. GASB Sta¡emenl No. 74 "Financial Reponing for Postemplotment Benefit Plans Other Than Pension
Plars". The objective of this Statement is to improve the usefulness of information about postemploymeni
benefits othff than pensions (other postemployment benefits or OPEB) included in ihe general purpose

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

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

Benertt Pbns Other Than Pension Plans", as amended, and No.57, "OPEB Measurements b¡ Agent
Emplo¡ers and Agent Muhiple-Emploler Plqns". lt also includes requirements for deñned conuibution
OPEB plans rhat replace the requiremens for those OPEB plans in Statement No.25,"Financial Reporting

for Defined Benefit Pension Plans qnd Note Disclosures for Defined Contribution Plans", as amended,

Statement No, 43. and Statement No. 50. "P¿¿sio¿ Disclosures". The Statement establishes new

accounting and financial reporting requircments for governments whose employees are provided with
OPEB, as well as for cenain non-employer governmens that have a legal obligation to provide financial
support for oPEB provided to the employees ofother entities. The provisions of this Statement are effecrive
for financial statements for periods beginning after June 15, 2016 (fiscal year ended June 30, 2017). Earlier
application is encouraged.

d. GA§B_§tatpnent No._Z§. "Accounting and Financial Reporting for Postemployment Ben$ts Other Than

Pensions". The primary objective ofthis Statement is to improve accounting and financial r€porting by state

and local governments for postemployment benefits other than pensions (other postemployment benefits or
OPEB). Ir also improves information provided by state and local governmental employers about financial

suppon for OPEB that is provided by other entities. This Statement replaces the requirements ofStatements
No. 45, "Accounting and Financial Reporting by Employers for Postemplot-ment Benefits Other Than

Pensions", as amended, and No.57, "OPEB Measurements b¡ Agent Employers and Agent Multiple-
EmploTer Plans", for OPEB. Statement No.74, "Financial Reporting for Postemplosment Beneft Plans

Other Than Pension Plans", establishes new accounting and financial repoling requirements for OPEB
plans. The provisions of rhis Staiement are effective for hnancial statements for periods beginning after

June 15, 2017 (fiscal year ended June 30, 20t8). Earlier application is encouraged.

e. GASB Statemgnt_N-q,-Z!- "The Hierarch¡ of Generall¡' Accepted Accounting Principles for State and Local
Govemments". The objecrive of ihis Statement is to identify-in the context of the cunent governmental

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

"GAAP hierarchy" consiss of the sources of accounting principles used to prepare financial statements of
srate and local governmental entities in conformiiy with GAAP and the fiamework for selecting those

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

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

for a hansaction or other event is not specihed within a source of authoritative GAAP. This Statement

supersedes Statement No. 55, "Ile Hierarch¡- of Generall¡' Accepted Accounting Principles for State and

local Governments". The provisions of this Statement are effective for financial statements for periods

beginning after June 15, 2015 (fiscal yea¡ ended June 30, 2016) and should be applied retroactively. Earlier
application is p€rmitted.
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f. GASB Stalement No,77 "Tar Abatement Disclosures". Financial statement users need information about

certain limitations on a government's ability to raise resources. This includes limitations on revenue-raising

capacity resulting from government progfams that use tax abatements to induce behavior by individuals and

entities that is b€nef¡cial to the government or its citizens. Tax abatements a¡e widely used by state and local
govemments, particularly to encourage economic development. For hnancial repofing purposes, this
Statement defines a tax abatement as resulting from an agreement between a government and an individual
or entity in which the government promises to forgo tax revenues and the individual or entity promises to
subsequently take a specific action that contributes to economic development or otherwise benefits the

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

affect their financial position and results ofoperations, including their ability to raise ¡esources in the future.

This Statement requires disclosure of tax abatement information about (l) a reponing government's own

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

reporting government's tax revenues. The provisions ofthis Statement are effective fo¡ financial staiements

for periods beginning after Decemb 15, 2015 (fiscal year ended June 30, 2017). Earlier application is

encouraged.

g. GASB Stutement No.78 "Pensions Proyided thrcugh Cerlain Muhiple-Enplo¡"er Defined Benefit Pension

Plans". The objecrive of this Statement is to address a practice issue regarding the scope and applicability
of Statement No. 68, "Acco¿nli¡t g and Financial Repo ing for Pensions ". This issue is associated with
pensions provided through cenain multiple-employer dehned benefit pension plans and to state or local
governmental employers whose employees are provided with such pensions. This Statement amends the

scope and applicability of Statement 68 to exclude pensions provided to employees of state or local
governmental employers through a cost-sharing multiple-employer defined beneht pension plan that (l) is
not a state or local governmental pension plan, (2) is used to provide defined benefit pensions both to
employees of state or local governmental employers and to employees of employers that are not state or

local governmental employers, and (3) has no predominant state or local governmental employer (either

individually or collectively with other state or local governmental employers that provide pensions through
the pension plan). This Statement establishes requirements for recognition and measurement of pension

expense, expenditures, and liabilities; note disclosures; and required supplementary information fo¡
pensions thar have the cha¡acteristics described above. The provisions of this Statement are effective for
financial statements for periods beginning after December t5, 2015 (fiscal year ended June 30, 2017).

Eartier application is encouraged.

h. GASB Stttement No.79 "Certain Extemal Investment Pools and Pool Panicipants". This Statement

addresses accounting and financial reponing for ceñain extemal investment pools and pool panicipants.

Specifically, it establishes criteria for an external investment pool to qualify for making the election 1o

measure all of its investments ai amortized cost for financial reporting purposes. The provisions of this
Statement a¡e effective fo¡ financial statements for p€riods beginning after December 15, 2015 (fiscal year

ended June 30, 2017). Earlier application is encouaged.

The impact of these statements on the Municipality's financial statements has not yet been determin€d.
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NOTE B. DEPOSITS

Custodial credit risk - deposits, is the risk ihat in the event of a bank failure, the government's deposits may not be

retumed to it. The Municipality maintains cash deposits in commercial and governmental banks located in Puerto

Rico.

Under Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks must be fully
collateralized for the amount deposited in excess of insurance provided by the Federal Deposit Insurance Corporation
(FDIC). All securities pledged as collateral by the Municipality are held by agents designated by the Puerto Rico
Secretary of Treasury but not in ihe Municipality's name. At year-end the Municipality's bank balance of deposis in

commercial banks amounting to $4,547,500 were covered by the FDIC and by pledged securities.

Deposits in governmental banks, all of which are uninsured and uncollateralized, are exposed to custodial credit risk.

At year-end the Municipality's bank balance in the Governmental Development Bank of Puerto Rico ('GDB"), a

govemmental bank, amounts io $7,545,236.

NOTE C. DUE FROM GOVERNMENTAL ENTITIES

Amounts due from governmental entities as ofJune 30,2014 follows:

Maior fund - General fund:
P.R. Electric Power Authority (PREPA)

Municipal Revenue Collection Center C'CRIM) - propeny hxes
Final Liquidation

Municipal Finance Corporation ("COFIM") - sales and use taxes Final
Liquidation

P.R. Depa¡tment ofTreasury - Christmas bonus reimbursement
GDB Municipal Development Fund - Final liquidation
Office of Commissioner of Municipal Affairs

Maior fund - Com¡nonwe¿llh Leeislative
RC No.59 Series 2014-2015

Maior fund - Debt servicc fund:
Municipal Revenue Collection Center (CRIM) - propeny taxes Final

Liquidation
GDB Municipal Redemption Fund - sales and use taxes Final

Liquidation
Major fund - CDBC tund:

Office ofCommissioner ofMunicipal Affairs - CDBC
Major fund - P.R. Departn¡ent of Transponadon fund:

P.R Depa¡tment of Transpof ation
Other govemmental fu nds:

P.R. Depañment of Labor - Law No. 52
P.R. Department ofJustice - Public Order Code
P.R. Office ofthe Ombudsman for the Elderly
P.R. Department of Family - Child Ca¡e Program
Govemor's Authorized Representative (GAR) - FEMA (lrene Storm)
P.R. Depafment of Education - Child Ca¡e Food Program

Commonwealth
Goverpm€trt Funds

$ 375,935

280.348

feder¡l
Governnrcnt Funds

$-

92,051
36.278
32.556
8,mo

58.403

159,466

4,783

96.541

198.663

11,824
39,076
21.294 73.735

M.925
38.900

| 26j,«
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Certain amounts are recorded as defened inflows ofresources in the govemmental funds stalements since they are not
available as required by current standards. See related rote G.

NOTE D. INTERFUND TRANSACTIONS

I. Duc fromllo othc¡funds

Receivable Fund Pavable Funds Amount
General Fund

Debt Service Fund

$2.310.000 Bond
Issuance Fund

2. Tmns¡ers in (out)

Transfer (out)
Fund

Major Fund:

USHUD - Community Development Block Grant
Program (CDBG)

Olher Gove¡nmental Funds:
Child Care and Development Block Grant
Child Care Food Program
kw No. 52
P.R. Office of the Ombudsman for the Elderly
Covemor's Authorized Representaúve (GAR) - FEIyL{
Public Order Code
DTOP
Rural Business Enterprise Granf
GDB $690,000 line of credit

General fund

General fund

Transfer in Funds

$ 29,040

50,596
10,628
'18,537

r 00,826
38,900
39,O'16

23,392
36,992
9,214

7l

15,431

§_________4W03_

Amount
General Fr¡nd

Deb¡ Service Fund

Bonds and notes
issuance fund

Other govemmenal
funds

Major Fund:
Debt service fund

Oth€r Gov€mmentsl Furds:
Child Care and Development Block Grant
I¿w No. 52

General fund

General fr¡¡d

General fund

43,159

48,544
37,30E

't'72,883

139,07E
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NOTE D- INTERFUND TRANSACIIONS - Continued

Transfers among individual funds were made for operational purposes. Transfers include:

a. hincipal and interest payments of long-term debt of$43,159 transferred from the general fund to the debt
service fund.

b. Interfund loans not expected to be repaid to the general fund transfened from the general fund to Child Care

and Law No. 52 tunds for $85,852.

c. Transfers from debt service fund to üe general fund for excess funds on Municipal Redemption Fund -
sales and use taxes fot $771,271and interest eamed on restricted cash of $1,612.

d. Transfers of $ 139,078 from bonds and notes issuance fund to the general fund for interest oo cash restricted

with fiscal agent.

e. Miscellaneous transfers of$1,203 from other governmental funds ¡o the general fund for interest eamed.

This space was intentionally left blank.
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NOTEE- CAPITALASSETS

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

Gove¡Dúenl¡l actiütics:
Capibl assets. not being deprecialed:

tánd
Construction in progr€ss

Total capit¡l ¡ss€ts not being depr€ci¿ted:

Cápital assets. beirigdepreciaied:
lárd improver¡¡ents
Buildings and building improveÍrents
Infrastructure
Vehicles. machinery and equipmenl

Tot¡l capitsl osscts being deprtciarcd

Lcss sccumuloted deprcciatioo for:
[árd improvemen6
Büildings and building improvenents
lnfr¿structure
Velicles, machinery arld equipr¡¡ert

Total accumulatcd deprecistion

Total capital aisets being depreci¡te4 net

Govemmeotsl ¡ctivitics capitsl a§set§ net

Bal¡oce
July l' 2014

s 7,960,293
2,t2t,259

lncrcases
B¡l¡me

Decreases June 30, 2l)ls

$-
860,532

$ 7,960,291

t0,081,552 1,306.731 860.532 10.527,751

43.?50.295 r.451.441 71.E34 45.129.902

924.7A2
23.449.148
10, 3,134
8,413,231

25A392
5,890.250
5,169,205
6,263,125

r7.58!,572

-- 26^168.n3

71,834

924.182
24,082,9E9
11.602.061
E.520.070

633,841
710,761
106.839

4',t.475
500,831
262,790
388-486

251_859

$ 36J$¿?5 $ r55E590

305,867
6,39t,081
5,367,4t3

- ó.ó52.21I- 64.532 l&7t657'

26.413.330

t 3ó941.0t1

162.952
522,3W

42.876
439.825
31,010

450
r60

t.r9.582

)___t67:784_

Depreciation expense was charged to functionVPrograms of the Municipality as follows:

Governmental activities:

General govemment
Public works and sanitation
Public safety
Culture and recreation
Welfare and community development
Health
Eiucation

Total depreciation expense, govemmental activities l---------f,¡2Éq2-

On Seprember 25, 20Ol the US Deparrmeni of Commerce. Economic Development Administr¿úon (EDA) approved a

$ 1,000,00O grant to the Municipality for the construction of a Waterfront Tourism Business Center Sunset Vitlage in the

Municipality. The receipt of such grar¡t is conditioned upon compliance with tems and conditions of a grant agreement. As

requireá by the grant ageement, for projects involving acquisition, construction, or improYement of a building, the

Múnicipaliiy should agree to declare and fumish to EDA, prior to the initial award disbursement, a üen, covenant, or other

staiement satisfactory to EDA in form and subsiance of EDA'S interest in the property acquired or improYed in whole or in

paft with funds made available under this award. On Decemb€r 20, 2002 the Municipality signed a deed of a voluntaty

mofgage in the amount of $I,OOO,OOO in favor of EDA over a parcel of land on which lhe Project is located. During a 20-

year ierm, the Municipality shall not sell, lease, mortgage or otherwise use of alienate any right to, or interest in the grant

propeny as prohibited by the grant agreemen!, or use that propeny for any other purposes than the purposes for which úe
project was financed by EDA unless prior approval of the Assistant Secreiary of the Depafment of Commerce is obtained.

Upon violation of applicable restrictions, the toial amount will become due and payable by ¡he Municipality to EDA.

2.567.458
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NOTE F- LONG-TERM DEBT

l. Summary of long- term debt activity

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

General. Speci¿l Obligation
Bonds and Notes

Note payable to CRIM-
Law No. 42

Note payable to CRIM
ñnancing of delinquenl

Compensaled absences

Christnas Bonus

Payable to CRM-property
tax advances

Payable to PREPA
Judgments and Claims

$6m.000 line of Credit
GDB

Net pension liability

Balance at
July I, ml4 (as

reststed)

s 8,959.000

378.083

37.054
1.312.832

142.950

18.603

929,491
I6,000

127,461

21,283,869

$ 33¿0s349

- $ 555.000

- I I,909

, 2.058
102.178 144.689

145,1I I 142.950

30,526
- 553.556

12,m0

1.938.582

Balance at
June 30,2015

s 8.,104,000

36ó.174

34996
1.210.321

l45,lll

49,129

28,000

127.467

23,222.451

l_____¡f{3!Ég_

Due within
oneyear

$ 592,750

12,657

2,058
14¡.932
t45,1I t

49,129
375,935

§______222t3e7 l____-t410,1É¿_ §____-!3!!É22_

2. General and special obligation bonds and notes

Pursuant to Act No. 64 of July 3, 1996 as amended, known as the Puerto Rico Mudcipal Financing Act of 1996 the
Municipality is subject to a legal limitation on the total amount of ifldebtedness for general obligation bonds or notes,
special obtigation bonds, notes or instruments. The legal debt limitation ofthe Municipality for ge¡eral obligation bonds
or notes or notes in advance of general obligation bonds is equal to 107. of the total appraised value of the propeny
located in the Municipality should be as said appraisal values are determined by the CRM. For special obligation
bonds, notes or instruments the Municipality is prevented to incur in additional obligations if the annual payment of
principal and interest on said bo¡ds, notes o¡ instruments together with the annual payment of principal and interest of
the outstanding ones at ihat time exceeds l07c of the average recurrent operating income of the Municipality of the 2
fiscal years immediately preceding the cuneot fiscal year. These limitations are not applicabte to obligations or loans
whose source of repayment is the SLIT Mudcipal Redemption Fund. Debt margin for these obligations are based on
the Municipality's repayment capacity.

The Municipality's outstanding general and special obligation bonds and notes at June 30, 2015 amount to $8,404,000.
All these bonds are serviced by the Govemmental Development Bank of Puerto Rico (GDB) maturing at various dates.

The Municipality levies an annual additional special ad valorem fax of 2q. of the assessed value of personal and real
property which is coltected by the CRIM and deposited in the CAE Redemption Fund at GDB. In additio¡, -2Vc of ¡he
.57o municipal sales and use tax collected by the P.R. Department of Treasury is deposited in a "ryU Municipal
Redemption Fund ' at GDB. Debt service funds has been established for the bonds and notes at GDB with the proceeds
of those property and sales and use taxes. whereby sufficient funds must be set aside in order to cover the projected
debt service requirement, before any new bonds are issued. Principal and interest payments of cenain long-term debt
issued for operational purposes (special obligation bond of$635,000) are made through withholdings from the advances
of property tax and amounts of municipal equalization fund sent to the Municipality by the Municipal Revenue
Collection Center (CRIM). Principal and iDterest paymerits of special obligation nores of $705.000, $1,428,000 and

$395,000 are made ihrough the "WU Municipal Redemption Fund". A detail of the general and special obligation
bonds and notes as ofJune 30.2015 follows:
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NOTE F- LONG-TERM DEBT- Continued

1994 public improvement bonds of $721,000 due in annual installments of $ 17,000
to $52,000 through January l, 2017; bearing interest at 57o

2002 special obligation bonds of $635,00O due in annual installments of $5,000 to
$50,000 through Jantaty l,20271bearing interest at rates ranging from 1.53%
¡o 6.62V, (1.52 a¡ ltne 30, 2015)

2004 general obligation bonds of S530,000 due in annual installments of $12,000
to $35,0ü) through January 1,2029; bearing ioterest at rates of 4.25Ec

2008 general obligation bonds of$500,000 due in annual installments of $5,000 to
$40,ü)0 through l,tly l,2032; bearing interest at rates ranging from 1.537¿ to
'1.259c (1.527c a¡ lune 30, 2015)

2008 general obligation bonds of $455,000 due in annual insrallments of $15,000
to $50,000 ttuough luly 1,2023; bearing interest at rates ranging ftom 1.539c

ro7.50% (1.52% at June 30, 2015)

2008 speciat obligation notes of $705,000 due in annual installments of $50,000 to
$125,625 tkough July l, 2017; bearing interest at rates ranging from 1.537c to
5.40Ea (l .52Ec at June 30,2015)

2008 special obligation notes of$1,428,000 due in annual installments of $48,000
to $215,800 through Juty l, 2020; bearing interest at rates ranging from 1.537c

¡o 5 .407o (l .52% x June 30, 20 I 5 )

2009 general obligation bonds of $325,000 due in annual installments of $5,000 to
$30,000 through July 1,2034: bearing interest at rates ranging from 6.007ú to
7.50E (6.00V" at June 30, 2015)

2010 general obtigation bonds of $ 1,050,000 due in annual installments of $15,ü)0
to $90,000 through July l, 2035; bearing interest at rates ranging from 6.0O%

to'1.soqc (6.WEo at June 30, 2015)

2002 general obligation bonds of$1,660,000 due in annual installments of$25,000
to $130,000 through lu.ly l,2026t bearing interest at rates ranging from2.7Vc
to 5.61o @.AO9o at June 30, 2015)

2012 general obligation bonds of $625,000 due in annual installments of $70,000
to $ I 15,000 through July I , 201 8; bearing interest at rates ranging from 6.00%
¡o7.5OVo (6.N%c at June 30, 2015)

2012 general obligation bonds of $395,000 due in annual installments of $45,000
to $70,000 through J\ly 2,2018:. bearing interest at rates ranging from 6.007c
to7.5O9o (6.OO?o at June 30, 2015)

Outstanüng
Amount

l0l,m0

455,000

366,000

435,000

330,000

345,m0

1,072,000

300,000

980.000

I ,l 1 5,000

400,m0

250,0m
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NOTE F- LONG-TERM DEBT- Continued

Outstanding
Amouni

2013 general obligation bonds of $2,310,000 due in annual installments of $55,000
to §215,000 through July 2, 20331 bearing interest at rates ranging from 6.00%
ro7.SOVc (6.OOlc at June 30, 2015) 2,255,W

E,,104,m0

The annual requirement to amortize general and special obligalion bonds and notes as ofJune 30,2015 follows:

June30, Principal Interest
2016
2017

2018

20t9
2020

202t-2025
2026-2030
2031-2035
2036-203',1

Totals

5tó,43t
473,677

425,t t9
376,696
353,300

|,367,602
731,099

21o,825

s 592.750
756.425
142.425
ó65,800
504,800

2,011,800

1,685,000

1,355,000

90.000

8,404,m0 4As4J49

Credit rating agencies have been downgrading it rating on the Commonwealth debt obligaaions based on among other
problems in years ofdeficit financing, pension underfunding, budgetary imbalance and a prolonged economic recession.
These downgrades may have a significant impact in the economic environment of Pueno Rico and the Commonwealth
Govemment, its instrumentalities and the municipalities in critical areas such as access to markets and liquidity for the

current fiscal year and thereafter. Therefore, the participation ofthe Municipality in the bond market has been delayed
waiting for the credit rating of the Commonwealth and its instrumentalities to improve or for more favorable market
conditions.

j, Other long-arm liabilüies

Outstanding
Amount

Note payable to CRIM (Law No. 42) - l¡w No. 42 ofJanuary 26, 2000 (as amended
by law No. 146 ofOctober I l, 2001 and l¡w No. 172 of August I I, 2002) was enacted
to authorize the CRIM to obtain a special loan in the form of a line of credit from the
Govemmental Development Bank of Pueno Rico (CDB) to finance a debt the
municipalities of Puerto Rico owe to CRIM for excess propeny tax advances as ofJune
30, 2000. Principal and interest payments are financed through .48% ofthe net increase
of subsidy provided by the Commonwealth of Pueño Rico's general fund. Amounts
arc retained from advances ofpropenytax and amounts ofmunicipal equalization fund
sent to the Municipality by the CRIM. táw No.42 was amended by táw no. 146 to
extend from l0 to 30 years the financing period and by Law No. 172 to extend the debt
period to June 30, 2001. on November 26, 2002 ¡he Municipality entered inio ihe
financing agreement with the CRIM for a total amount of $476,395, bearing interest at

6.18% Md due on July 1,2032. Debt service requirements in future years are as

follows: ffi,174
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NOTE F- LONG-TERM DEBT - Continued

June 30, Principal Interest

20t6
20|'t
2018
20t9
2020

2021-2025
2026-2030
2031-2032

Totals

12,657
13,453
t4,298
15,196
l6,l5l
97,314

t31,977

22.464
2t,669
20,824
19,925
18,971

78,294
43,631

65.128 5.',|t4

$ 3«,174 $ 230,892

Principal Inter€st

Outstanding
Amount

Note payable to CRIM (Financing of delinquent accountsF On March 27,
2002 the Municipality entered into a financing agreement with the CRIM in the
amount of $165,479 to finance delinquent property tax accounts sold to privare
investors, under the provision ofLaw No. 146 ofOctober I l, 2001. The agreement
is in the form ofa non-revolving line ofcredit bearing interest of6.5% for the h¡st
five years and variable for the next twenty-five years at 125 points over London
Interbank offered Rate (LIBOR) and is due on December l, 2032. As described
in Law No. 146, interest payments for the first five years were financed through
.48Ea of ¡he net increase of subsidy provided by the Commonwealth of Puerto
Rico's general fund. Also, during the first five years any collection from those
delinquent accounts was credited to rhe loao principal. After the hve year period
the loan outstanding balance was restructured for a twenty-hve-year period. Debt
seryice requirements in future years are as follows: 34996

June 30,

2016
2017
2018
2019
2020

?02t-2025
2026-2030
2031-2032

Totals

2,058
2,058
2,058
2,058
2,058

10,290
1o,290

876
825
773
722
670

2,577
1,289

r554.126

$ 34896 s 7,887

47



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE F- LONG-TERM DEBT - Continued

Compensated absences - includes accrued vacations, sick leave benefits and other
benefits with similar characteristics such as compensatory time; represents the
Municipality's commitment to fund such costs from future operations. The amount is
paid with unrestricted funds

Christmas Bonus - represents the accrued portion coÍesponding to fiscal year 2015
of the Christmas bonus to be paid in Decembe¡ 2015.

Payable to CRIM, propely tax advances - represents the amount reported by
CRIM of the settlement ofexcess of advances over actual collections of property taxes
appticable to fiscal year 2014. (See related note J)

Payable to PREPA - As required by Act No. 83 of May 2, l94l the Puerto Rico
Elecrric Power Authority C'PREPA") should annually pay to the Municipalities of
Puerto Rico a contribution in lieu of tax ("CELI") based on certain requirements as

specified by the mentioned Act. The amount of CELI obligation is used by the
Municipalities to finance the annual electric utility expense payment to PREPA.
Balance outstanding as of June 30, 2015 of $375,935 represents the unamortized
excess amount of annual energy charges over the CELI obligation of fiscal year 2012-
2013, which will be fully amortized during the next fiscal period. The applicable
transactions of fiscal period 2013-2014 to be recognized in the current year financial
statements have not been produced and informed by PREPA. As of June 30, 2015 the
outstanding amount is recognized by the Municipality as a receivable and a liabitity
to PREPA.

Claims and judgments - represents the estimated loss of legal cases to be paid
subsequent to June 30, 2015. The awarded amount if any, witl be paid with
unrestricted fuflds.

$690,fi)0 line of Credit, GDB - The Municipaliry has an approved line of credit of
$690,000 with the Govemmental Development Bank of Puerto Rico ("GDB") under
which the Municipality may borrow at an interest rate of 1.50% over prime rate with
a minimum of 67o and a maximum of 127r. The line of credit, which is being used to
finance the construction of the "Ojo de Agua" Municipal Hotel, will be repaid through
the issuance of a revenue bond and is due on Decembe¡ l, 2015. The line of credit was
not used during fiscal year 2014-2015. The balance outstanding at June 30, 2015
includes accrued interest.

Net pension liability - represents the proportional share of the collective pension
liability of all employers for benefits provided through the pension plan as ofJune 30,
2015 (See related note N)

0utstanding
Amount

1,270321

145,111

49,129

375B3s

2E,000

127,467

23,222,451
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NOTE G - DEFERRED INFLOWS OF RESOURCES

1. Government wide and governmenfal furuls:

Municipal license taxes ("patentes en suspenso") are due on July I and January I of the subsequent fiscal year.

Taxes may be paid in advance to the due dates. These taxes paid in advance are recorded as revenues or inflows
ofresources in the following fiscal period. Due to this time requirement the amount paid in advance ot$38'7,226
is recognized as deferred inflows of resources as of June 30, 2015.

2. Governmental funds - unavaílable revenues:

As required by current standards, revenues and other governmental fund financial resources should be

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

recorded in governmental fund's financial statements but the revenue is not available, the Municipality should
report a deferred inflow of¡esources until such time as the revenue becomes available. A detail ofthese balances
follows:

Commonwealü Federal
Governme[t Funds Grants

Maior fund - General fund:
P.R. Electric Power Authority (PREPA)
Municipal Revenue Collection Center ("CRIM") - Final
Liquidation
Municipal Finance Corporation C'COFIM) - sales and use

taxes Final Liquidation
P.R. Department ofTreasury - Christmas bonus reimbursement
Municipal Finance Corporation C'COFIM) - sales and use
taxes Final Liquidatio¡
Office ofCommissioner of Municipal Affairs

Maior fund - Com¡ronwealth f¿gislative
RC No.59 Series 2014-2015

Maior fund - Debt serúce fund:
Municipal Revenue Collection Center (CRIM) - property taxes

Final Liquidation
GDB Municipal Redemption Fund - sales and use taxes Final

Liquidation
Maior fund - CDBG fund:

Office ofCommissioner of Municipal Affairs - CDBG
Maior fund - P,R. DeDartmelt of Tr¿nsportátion fund:

P.R Department of Transportation
Other governpental funds:

P.R. Department ofLabor - Law No. 52
P.R. Department ofJustice Public Order Code
P.R. Office ofthe Ombudsman for the Elderly
P.R. Depafment of Family - Child Care P¡ogam
Covemor's Authorized Representative (GAR) - FEMA (Irene

Storm)
P.R. Depafment ofEducation - Child Ca¡e Food Program

38.900
7.706

§ r3s2,276 $ 173,373

$ 375.935 $ -

280.348

92.051
36,2't4

8.000

58,401

146.36',7

4.783

61,863

r98,663

'7'1.824

39.076
l,996 19,979

M,925

49



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE H- FUND BALANCE

l. Fund balance cl$siÍicalions

The governmental fund balance classilications and amounts at June 30, 2015 are shown in the fbllowing table:

Co mmo ¡ro¡llh
k gk lalire
n.soltrliois DehtS¿rvic¿

USHUD.

Co mñurilJ
Developmcnl
Block Gnnl

-g-w-

Ru r¡l
D!re lo pme nl

Co rpo r¡lio n

(CDR).
Mrrine

I¡c iliti¿§

CDB

I ó90,000

Lino ol
Credil . Ojo

de A gus

Holol

PR Depalme rl
of

Tnnsport¡lion
(D10P)

Crpital
P rohcl§ '
Bonds ond

[§su¡ncr F und

0lher
Co v€ mm€ nlal

¡rnds Tol!l

Rerrr¡kdl
Genenlpublic mrks rM sanlrlhn
Spods,cullure and recr¡tion

HousinB,¡¡Efrrc ard comnuritydevehpmert

C apilll o ul h j,s

Co¡¡ mired

Genenlpublic \¡orks r sanlrlron

Capi¡lourhy§

Cenenl govem¡¡erl and 0therpurposes

AssiSredi

Gencmlpublic $D*s ¡nd sanilalion

Public safery

S po ñs, c ullure ard recftrlion

H0rsing,¡¡€[rrc ¡rdc0mmurilydevel0pmerl

Cap¡¡loüloS

Cener¡l govefnment ardotherpurposes

UnIssigned

n8,595

ft,t24

51581

241591

[,124

fLr8l
1592282rJq2,282

621572 lt6f01 3,679,060

1889$ 627 912 r,592,282 820,4ó8 1r,050 2,114017 2li,B1 5,574,842

?54,541

54,714

148,116

---ffi

820368 2,1t4017

t,948Jó0

t4ó8

8t5

t887

28338

20[r8ó

r?-r t8

--

754.541

54Jl{

148,1t6

t,157.57t

t948,7ó0

t.468

8t5

|,88?

28,338

37,5t8

ffi-
(6t,862) (s8,ó6]) (250,tí]) IJ81,879

$s,r74,244$ó27,97r$1,592,282$(ót,E62l$t20,468$04,4Í)$0E4,ótJ)$2,114,0r?$(lJ,0l9)$10,035,07r
t,808,9ó8
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NOTE H- FUND BALANCE - Continued

2. Fund balancc deficils

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

Funds Amount
Maior Funds:

P.R. Depanment of Transportation (DTOP) $ 184,613
USHUD - Community Development Block Crant Program
(CDBG) $ 61,862
CDB $690,000 Line ofCredit $ 14,441

Other Gover¡mental Funds:
t aw No. 52 § 77.791
Chitd Care and Development Block Grant Program $ 50,452
Public Order Code $ 39.076
Governor's Authorized Representative (GAR) - FEMA $ I 1,498

P.R. Office ofthe Ombudsman for the Elderly $ 18,577

Rural Business Enterprise Grant $ 19,780

These deficits result from the recognition of deferred inflows of resources for unavailable revenues, As required
by cunent standards, the Municipality recorded intergovernmental revenues for reimbursement (expenditure-
driven) grants on fund statements when all applicable eligibility requirements have been met and the resources

are available. Any amount not covered by the corresponding award will be covered with future budgetary
appropriations of the general fund, if necessary.

NOTE I. NET INVESTMENT IN CAPITAL ASSETS

The net investment in capital ¿ssets component of net position consists of capital assets, net of accumulated
depreciation, reduced by the outstalding balances ofbonds, mongages, notes, or other borrowings that are attributable
to the acquisi(ion, construction, or improvement of those assets. The ponion of the debt attributable to significant
unspent proceeds should not be included in the calculation. The amount of net investment in capital assets as of June

30, 2015 is comprised of the following:

Description Amount
Capital assets, net ofaccumulated depreciation $ 36,941,081
Outstanding balance on capital related debt
Unspent capital related debt proceeds

(8,O76,467)
2,t84,461

_§____rg2{z§_
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NOTEJ-PROPERTYTAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is responsible for the
assessment, collection and dist¡ibution of real and personal property taxes. The tax on personal propeny is self-
assessed by the ta¡payer. The assessment is made on a return, which must be filed with the CRIM by May 15 of each
year and is based on the cu[ent value at the date ofthe assessment. Real property is assessed by the CRIM. The tax
is general assessed on January I on all taxable property located within the Municipality and is based on the current
value existing in the year 1957. For personal property the tax is due with the return filed on or before May 15. Taxes
on real property may be paid on two equal installments, July lst and January lst. Total tax rates in force as of June

3O,2Ol5 a¡e7.037" for personal property and 9.O37c for real property. The distribution of these rates follows:
Personal Real

Descri ption
Basic property tax rate, which is appropriated for general

purposes and accounted in the Municipality's general fund:
Percent that belongs to the Commonwealth's debt service fund:
Percent that belongs to the Mu¡icipality's debt service fund:
Total tax rale:

Discount gra¡ted by law to the taxpayers but reimbursed to the
Municipality by the P.R. Treasury Department:

Total percent to be paid by taxpayers:

Property Property

4.00% 6.N%
t.031c l.O3L
2.Nic 2.ñ%
'7.03% 9.O3%

(.2O%) (.20%)

6.83C, a.A3Íc

Residential real property occupied by its owner is exempt by law from property taxes on the first $15,00O of the
assessed value. For such exempted amounts, the Puerto Rico Department of Treasury assumes payment of the basic
tax to the Municipality, except for residential units assessed at less than $3,500 on which a complete exemption is

granted. Revenue related to exempt property is recorded in the General Fund. The Municipality grants a complete
exemption from personal property taxes up to an assessment value of $50,000 to retailers with annual net sales of less

than $150,000.

The CRIM advances funds to the Municipality based on an estimate ofspecial governmental subsidies and the property
taxes to be levied and which are collected in subsequent periods. This distribution includes advances of propeny tax
and amounts of municipal equalization fund from the Commonwealfh government. The CRIM is required by law to
prepare a settlement statement on a fiscal year basis, whereby a comparison is made between the amounts advanced
to the Municipality and amounts actually collected from taxpayers. The CRIM prepares a preliminary settlement not
later than th¡ee months after fiscal year-end and a final settlement not later than six months after fiscal year-end. If
actual collections exceed the advances a receivable from CRIM is recorded. However. if advances exceed actual
collections, a payable to CRIM is recorded. A receivable of S280,348 from the final settlemeni of liscal year 2O14-

2015 is recorded as defer¡ed inflows ofresources since is not available are required by current standa¡ds. In addition,
a payable of $49,129 resulting from the final settlement of fiscal year 2013-2014 is recorded as other long-term debt

in fhe government-wide hnancial statements since it will not be paid with current available ñnancial resources.

NOTE K - MUNICIPAL LICENSE TAXES

Municipal License taxes are assessed annually by the Municipality to all organizations or entities subject to the tax
doing business in the Municipality's location except for entities totally or partially exempt pr¡rsuant to certaifl
Commonwealth's statutes. This tax is based generally on volume of business or gross sales as shown in a tax return
that should be submitted on or before five (5) business days after April t5.

52



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE K - MUNICIPAL LICENSE TAXES - Continued

During the hscal yea¡ ended June 30, 2015, the tax rates were as follows:

. Financial business - 1.507. of gross revenues

. Other organizations - .50% ofgross revenues

Tax payment is due 15 days after each pe¡iod due date o¡ on July t5 and January l5 ofthe subsequent fiscal year. Tax

revenue is recognized ar that moment by the Municipality. A discount of 57¿ is allowed when full payment is made

along with tax return submission on or before hve (5) business days after April 15. Municipal license taxes collected

pdor to June 30 but pertaining to the next fiscal year in the amount of $387,226 are recorded as deferred inflows of
resoutces.

NOTE L - SALES AND USE TAXES

As imposed by Commonwealth and Municipal laws and regulations, the citizens of Pue¡to Rico are subject to a sales

and use tax ("SUT") on a broad range ofgoods and services. The total tax is imposed at a combined 77¿ rate of which

670 belongs to rhe Commonwealth (collection process administered through the Pueño Rico Depanment of Treasury)

ald lVc for the municipalities (collection process administered through the Municipal Finance Corporation -
"coFrM').

The tax is due the 20th day ofeach month based on tax collected in the preceding month. Merchants at ihe Municipality
of Rincón render their tax return and payment though COFIM's web site or through a bank institution.

In order to address the fiscal and credit crisis ofthe Commonwealth of Puerto Rico, the GDB tiquidity and the difltcult
fiscal situation of the municipalities of Puerto Rico, on January 24, 2014 rhe Commonwealth approved Act No. l8
and Act No. 19. Those Acts provide for the restructuring and creation of ñnancing structures fiom sales and use tax

sources to guarantee and pay municipal long term debt issuances. As a result of this legislation the municipalities of
Puerto Rico may improve its credit capacity along with maintaining sufficient resources for operations.

Act No. l8 known as the 'Municipal Administration Fund Law" was effective February l, 2014. This Act imProves

the financing capaciry of the Puerto Rico Sales Tax Financing Corporation C'COFINA"), a component unit of the

Commonwealth and a related entity of GDB and creates a special fund called "Municipal Administration Fund"
("FAM") under custody ofGDB. The FAM permits the Municipaliiies to guarantee and pay long term debt and provide

funds for its general operations. The Act includes provisions for municipalities that do not want to be covered by the

Act. Special iules appiy for those municipalities. ihe Municipality of Rincón signed lhe agreement to be coveied.

The FAM witl be funded in all hscal years with an amount atúibuhble to the .5V, of the Commonwealth's SUT fo¡
the current fiscal year once all required deposits by law have been made to COFINA from fl:,e 6Ea Commonwealth's

SUT. The .57o is dist¡ibuted as follows:

a. .2Vc deposited in the Municipal Development Fund to be distributed to the municipalifies to finance

operational costs,

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

municipatities has the option to maintain funds in the Municipal Redemption Fund to inc¡ease its debt margin

and.

5l



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30,2015

NOTE L - SALES AND USE TAXES - Continued

c. .l7o deposited in a Municipal Improvement Fund to finance capital improvement projects; these funds will be

distributed based on legislation from the Commonwealth's Legislature.

To the extent the amount of Commonwealth SUT collections available for deposit into the FAM during any fiscal
year is less than the amount attributable to 0.57o of the Commonwealth sales and use tax for such fiscal year, the

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

Act No. 19, effective on February l, 2014, created the Municipal Finance Corporation ("COFIM") a public
corporation and a component unit of GDB. COFIM is authorized to issue bonds and use other financing
mechanisms to pay o¡ refinance all or a portion of the municipalities' debt obligations payable from the [%
municipal SUT. The Act includes provisions for municipalities that do not want to be covered by Act No. 18.

Special rules apply for those municipalities. As discussed above the Municipality ofRincón signed the agreement

to be covered by Act No. 18.

The hrst collections of the 17. municipal SUT are deposited into the COFIM's sinking fund until the greater of:
.37ó of the l% municipal SUT or an Annual Rental Fee ("RFA"). The RFA for fiscal year 2014-2O15 ts

$65,541,281 and the¡eafter will be 1.57¿ of the RFA of the preceding fiscal period. The excess amount of l7¿

municipal SUT remaining after rhe required deposit to the COFIM's sinking fund (the "l % Municipal Transfer")
is transferred ro the general fund of municipalities or to the Municipal Redemption Fund as decided by the

municipality. If at any moment the required deposits to the COFIN's sinking fund were not sufficient to pay

principal and interest of any outstanding obligation, the deficiency will be covered by appropriations of the

Commonwealth's general fund budget.

The Act provides for monthly cash advances from GDB to the Municipalities within the first ten days of each

month. These cash advances are necessary to add¡ess the cash shortfall caused by the timing delay resulting from
the lag in availability of operational funds to the municipalities caused by interposing the COFIM (Act No. l9)
and COFINA (Act No. 18) sinking fund requirements prior to making such funds available to the municipatities.
Such advances are payable fiom the amount to be received from l% Municipal Transfer as a result ofAct No. 19

and then from the FAM as a result of Act No. 18. If such cash advances exceeds the amount corresponding to the

17o Municipal Transfer and the FAM, the excess will be deducted on a prorate basis from the next ltscal year cash

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

Subsequent to June 30, 2015 GDB submitted to the Municipality the final settlement of the l% Municipal
T¡ansfer, FAM Municipal Development Fund, and the IVU Municipal Fund in which actual cash collections
exceeded cash advances by $92,051 ( 17c Municipal Transfe0, $32,556 (FAM Municipal Development Fund) and

$4,783 (IVU Municipal Redemption Fund). These amounts are recorded as deferred inflows of resources in the
governmental fund statements since is not available are requied by current standards.

As ofJune 30, 2015 the Municipality recorded as revenue $1,354,170 in the general fund ofwhich (a) S564,371

corresponds to the FAM Municipal Development Fund; (2) $400,901 which corresponds to the 17. Municipal
Transfer and (c) $388,898 which correspond to a not-recurrent SUT income pwsuant to Act No. 139 of 2013.

The debt service fund reported $351.936 corresponding to the IVU Municipal Redemption Fund.
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NOTE M - INTERGOVERNMENTAL REVENUES AND FEES, FINES AND CHARGES FOR
SERVICES - GENERAL FUND

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

Amount of municipal subsidies and equalization fund sent by CRIM
Reimbursement ftom Commonwealth Govemment of Christmas Bonus expenditure
Special laws and peosioner additional benefits subsidy from Commonwealth

Govemment
Additional uniform contribution subsidy from Commonwealth Govemment

Amount
$ 4,666,692

126.461

75,400
24.1r0

_s______tÉ24Ée

2. Fees, fines and charges for services revenues reported in the general fund are comprised ofthe following:

Amount
Compensation in lieu of tax from the Puerto Rico Electric Power

Authority (PREPA)
P.R. Depanment of Education - lransponation services lo

students
Construction excise tax
Rental income
Licenses and permits
Fines
Other

r,633,041

233,r28
305,837

70,449
r r,057

1,835
9,060

226Á,,q7

The amount reported as compensation in lieu of tax ("CELI") of $ I,633,O11 is composed of $ 1,079,485 of
an estimated CELI plus $553,556 representing the amortization ofprior years' CELI amount used to finance
the prior years' excess amount of annual energy charges over the CELI obligation as reported in Note F. The
Municipality reponed as CELI and as eleciric power expense the estimated amount of $1,079,485 since
PREPA has not repofed to the Municipality the actual CELI and electric power expense to be reported in
hscal year 2014-2015 financial statements.

NOTEN-RETIREMENTPLAN

l. Plan description

The Municipality is a participating employer in a retirement plan administered by the Employee's Retirement
System of the Government of Puerto Rico ard its Instrumentalities (ERS). ERS covered all regular full-time
public employees working for the executive and legislative branches ofthe Commonwealth and the municipalities
of Puerto Rico (including mayors); the firefighters and police of Puerto Rico and employees of cenain public
corporations not having their own retirement systems. Prior to July l, 2013 the system operated under the
following benefi ts structures:

. Act No.447 of May 15, 1951 ("Act 44'1") effective on January t, 1952 for members hired up to March
.r I, 1990,

. Act No. I of February 16, 1990 ("Act l") for members hired on or after April l, 1990 and ending on or
before December 31, 1999,
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NOTE N - RETIREMENT PLAN - Continued

o Act No. 305 of September 24, ,1999 (which amended Act 447 and Act I ) for members hired from January
l,2000 up to June 3,2013.

Employees under Act 447 and Act I are panicipants of a cost-sharing multiple employer dehned benefit plan.

Act 305 members a¡e participants under a pension program known as System 2000, a hybrid delined contribution
plan. Under System 200O there was a pool of pension assets invested by the System, together with those of the

current defined benefit plan. Benefits at retirement age were not guaranteed by the Commonwealth and were

subjected to the total accumulated balance of the savings account. Effective on July l, 2013 Act No. 3 of2013
("Act 3") amends the provisions of the different benefits structures under the ERS. Act 3 moves all paricipanrs
(employees) under the defined benefit pension plans (Act 447 and Act l) and the deñned contribution plan
(System 2000) to a new deñned contribution hybrid plan. Contributions are maintained by each participant in

individual accounts. Credits to the individual accounts include ( l) contributions by all members of ERS Act 447
and Act I defined benefit pension plans after June 30, 2013; (2) ihe retirement savings account as of June 30,

20t3 of System 200O paficipants and, (3) the investment yield for each semester of the ltscal year.

2. Benefits provided

Elipibilü'* for retirement. Act 3 establish the following retirement eligibility requirements: (1) Act 447 regular
employees upon attaining a range berween 59 to ól years (depending ofdate of birth) and l0 years ofcreditable
service, (2) Act I employees upon attaining 55 years wirh 30 years ofcreditable service, (3) System 2000 regular
employees upon attaining a range between ól to 65 years (depending of date of binh) and, (4) Act 3 employees

hired after July l, 2013 upon reaching 67 years. High risk employees (state and municipal police, firefighters and

custody ofhcials) under Act 447 and Act I will be eligible at 55 years with 30 years of creditable service, for
System 2000 employees at 55 years of service and for Act I employees hired after July I, 2013 upon reaching 58
ye¿lls.

Accrued benefits- All members a¡e entitled to a lifetime annuity based on the balance ofthe deferred contribution
individual account at the time ofthe retirem€nt calculated based on a factor that will incorporate the individual's
life expectancy and a rate of return. For Ac¡ 447 and Act I active participants all retirement benefits accrued

through June 30, 2013 were frozen, and thereafter, all future benehts accrue under Act 3 plan. These panicipanrs
will receive a pension ai retirement age equivalent to what they have accrued under Act 447 and Act I up to June

30, 2013 plus the lifetime annuity corresponding to contributions made to the individual account after July l,
2013 as described abov€. Act,t47 panicipants, except police and mayors, may elect to coordinate coverage with
Social Securiry benefits ("Coordinaled plan"). Under this option participants are subject to a benefit recalculation
upon atiainment ofthe Social Security Retirement Age. For all members, ifthe balance ofthe defined conribution
individual account is less than $ 10,00O the amount shall be paid as a lump sum instead of an annuity. Effective
July l, 2013 the minimum monthly pension amount for members who retired or disabled before July l, 2013 is

$500.

Termination benefits. Members are eligible to a lump sum payment ofüe deñned contribution individual account
as of rhe date of the permanent separation of service upon terminaiion of service prior to 5 years of service or if
the balance ofthe defined contribution individual account is less than $10.00O.
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Deferred retirement. Members are eligible at the applicable ret¡rement eligibility age to a lifetime annuity based

on the balance of the deferred contribution individual account plus the accrued benefit as of June 30, 2013 (for
Act 447 and Act I members) upon te¡mination of service with 5 or more years of service ( l0 years ofcreditable
service for Act 447 and Actl members) but prior to the applicable retirement eligibility, provided the member has
nor taken a lump sum withdrawal from the defined contribution individual account.

Death benefits. For non-reti.red members their designated benehcia¡ies will receive a refund ofthe balance of the
deferred conribution individual account plus the accrued benefit as of June 30, 2013 (for Act 447 and Act I

members). For pensioned members retired prior to June 30, 2013 the annual income to a widow or widower or
dependent children is equal to 607c of the retirement beneñt payable for life for a surviving spouse or disabled
children and payable until age 18 or age 25 ifpursuing studies for non-disabled children. For pensioned members
retired after June 30, 2013 payments to beneficiaries will be the excess, if any, of the balance of the deferred
contribution individual account plus ihe accrued benefit as of June 30, 2013 (for Act 447 and Act I members)
over the total annuity payments paid to the member and any beneficiaries.

Disabili^" benefits. Members who are permanently separated from service due to tota¡ and permanent disability,
due to disabiliiy pursuant to Act No. 127 of lurl,e 27 , 1958, as amended, or due to terminal illness, as determined
by the Administrator, shall be entitled to the balance of the defened contribution individual account in a lump
sum, or through the grant of an annuity, or any other optional form of payment pursuant to Section 5- I l0 of Act
No. 447, at the option of the paficipant, plus the accrued benefit as of June 30, 2013 (for Act 447 and Act I
members) at the applicable retirement eligibility age. Beginning on June 30, 2013, no disability pensions shall be

awarded pursuant to Sections 2-107 thru 2- l I I of Act No. ,147. A disability benefis program is established which
shall provide a temporary annuity in the eveot of total and permanent disability. Disability benefits may be

provided through one or more disability insurance contracts with one or more insurance companies authorized by
the Office ofthe Commissioner oflnsurance of Pueno Rico to conduct business in Puerto Rico. The determination
as to whether a person is partially or totally and permanently disabled, shall be made by the insurance company
that issues the insurance policy covering the panicipant.

Soecial laws and pensioner qdditional benef¡ts. The Municipatity is required to cover other retirement benefits of
its retired employees (ifretired prior to July l, 2013) as required by Commonwealth's laws, including: ( I ) various
special laws - ad-hoc cost of living allowance adjustments (COLA) provided in prior years; (2) various special
laws -additional minimum pension benefits and, (3) Act 3 retired p€nsioners "Additional Benefits Program". All
of thes€ other retirement benef¡ts are applicable only to employees who retired prior to July l, 2013 under Act
447 and Act I . The "Additional Benefits Program" includes: ( I ) a medication bonus of §100 per member which
shall be paid no later than July 15 of each year; (2) a Christmas bonus of $200 per member which shall be paid
no later than December 20 of each year and, (3) a matching share of §1,200 for healthcare insurance plan. These
healthcare benefits are provided through insurance companies whose premiums are paid by the retired employees
with the matching share financed by the Municipality.

3. Contributions

The Act No. 3 is the authorily under which obligations to contribute to the Plan by the Plan members, employers
and other contributing entities are established or may be amended. Contribution rates are not actuarially
determined.
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Members. All participants (non-coordinated plan) are required to contribute l0% of gross salary. Paflicipants
unde¡ the Coordinated plan (only Act 447 participants with benefits coordinated with social security benefits, as

described above) are required to contribute 8.5% of gross salary up to $6,600 plus l0% ofgross Salary in excess

of $6,600 for fiscal year 2014-2015 and l07r of gross salary effective July l, 2015. Members may voluntarily
make additional contributions to their def¡ned contribution individual account.

Pqroll-based emploler contribution. The Municipality contributed 13.275% of gross salary for ñscal year 2014-
2015. Act 3 requires an additional l% annually for each of the next fiscal year ar.d 1.257c annually for each of
the five years thereafter, reaching an aggregate contribution ru¡e of 20.525% effective July l, 2020. The
Municipality contributed $354,008 during fiscal year 2Ol4-2O15. These amount represented the l0O% of the

required contribution for the corresponding year.

Additional uniform contribution. To improve the liquidity and solvency of the ERS, the Commonwealth enacted
Act No. 32 of 2013, which amended Act 447 to provide for an Additional Uniform Contribution ("AUC"). The

AUC will be financed by atl participating employers (including the Municipality) ofthe ERS. Beginning with the
2014-2015 until 2032-2033 fiscal year, the AUC will be üe uniform cont¡ibution certified by the exremal actuary

of the ERS at least I 20 days prior to the start of each fiscal year, as necessary to avoid having the projected gross

assets of the ERS. during any subsequent fiscal year, to fall below $ I,000,000,000. The ERS will determine the

amount of AUC to be billed and paid by each employer during each fiscal year. Commonwealth laws provide for
a subsidy of the AUC obligation, applicable to all participating employers (including the Municipality) of the

ERS that the Pueno Rico Ofhce ofManagement and Budget ("OMB") determine do not have financial capability
ro pay the AUC obligation. For fiscal year 2014-2015 the Municipality's AUC obtigation amounted to $96,439
and the OMB provided a subsidy of$24,110.

Disabili¡- insurance. As described above, a disability benefits program is established which shall provide a
temporary annuiry in the event of total and permanent disability. All members shall mandatorily contribute to a
disability insurance estabtished by Act 3 for which participants shall have to cont¡ibute such sums, fixed in dollars
or a percent of ihe salary determined by the ERS. The contribution required is equal to or less than .251c of rhe

participant's salary. This cortribution shall not be credited to the panicipanfs deferred contribution individual
account.

Soecial laws and pensioner qdditional benefi¡s. These other retirement benefits are funded on a pay-as-you-go
basis and billed by ERS to the Municipality at the beginning ofeach fiscal year. As required by Act 3, the invoice
includes a supplemental contribution of $2,000 per pensioner to finance ihe Additional Benefits Progam. The

Municipality recorded $122,605 as expenditure in the general fund for these additional benefits for the ñscal year

2014-2015 and the OMB provided a subsidy of $75,400.

4. Pension liabilities, Pension Expense, and Detened Outtlows of Resources tnd Delened Inllows ol
Resources Rehted ,o Pensions

The ERS has not issued audited ñnancial statements as ofand for the fiscal year ended June 30, 2014 under GA§8
Stdement No. 67 "Financial Reponing for Pension Plans---en amendment of GASB Statement No. 25".
Furthermore, on March 8, 2016 the ERS issued a GASB Stalement No. 68 report of unaudited information
including pension amounts by employer and the corresponding employer allocation percentage. The Municipality
disclosed the following based on this unaudited data reponed by ERS and the ERS June 30, 2014 Actuarial
Valuation Report:
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At June 30, 2015, the Municipality reponed a liability of $23,222,451for its proportionate share of the net pension

liability (unaudited). The collective net pension liability which amounts to $30,092,029,000 (unaudited) was

measured as ofJune 30, 2014. The total pension liability used to calculate the net pension liability was determined

by an actuarial valuation as of July l, 2013 calculated based on a discount rate and actuarial assumptions and

projected forward to June 30, 2014. There have been no significant changes between the valuation date ofJuly l,
2013 and the fiscal year end. The Municipality's proponion of the net pension liability was based on a projection

of the Municipality's long-term share of contributions to the pension plan relative to the projected contributions
of afl ERS participants, actuarially determined. At June 30, 2014, the Municipality's proportion was .07717Vo.

For the year ended June 30,2015, the Municipality recognized pension expense of$1,331,774. Pension expense

represenrs üe change in the net pension liability during üe measurement period, adjusted for ac¡ual contributions
and the deferred recognition of changes in investment gaiMoss, actuarial gain/loss, actuarial ¿ssumptions or
method, and plan benehts. At June 30, 20t5, the Municipality reponed deferred outflows of resources and

deferred inflows ofresources related to pensions from the following sources:

Deferred Oullows
of Resoúrces

Deferred Inllovs
of Resources

$ 185,83óUnaudited amounts as reported by ERS
Municipatity's cont.iburions subsequent io measurement date

Valuation date
Measurement date
Actuarial cost method
Actuarial assumptions:

Compensation increases
Investment r¿te of retum
Discount rate

Municipal bond rate

July l, 2013, projected forward to June 30, 2014.

,une 30. 2014
Entry age normal meihod

3.07.. per year, no compensation increases are assumed uniil July l, 2017

6.75%, net of investment expenses

4.29
4.29%, based on Bood Buyer General Obligation 20-Bond Municipal Bond
Index

s '192.&4

573.052

$ li65rfi

The $573,052 reponed as deferred outflows of resources related to Municipality's conributions subsequent to

the measuremenr date will be recognized as a reduction of the net pension liability in the fiscal year ended June

30, 2016. Other amounts reported as deferred outflows of resources and deferred inflows of resources ¡elated to
pensions will be recognized as pension expense in future fiscal years based on üe average exPected remaining

service lives of all plan participants or in the case of projected and actual investment earnings in a 5 year period.

The detailed components of the deferred outflows of resources and deferred inflows of resources were not

informed by ERS.

5. Actuarial assumptions

The actuarial valuation was dete¡mined using the following actuarial methods and assumptions:
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Mortalitv Pre-retirement monality:
RP-2000 Employee Mortality rates for males and females projected on a
generational basis using Scale AA for ge[eral employees not covered by
Act 127; RP-2000 Employee Monality rates with blue collar adjustments
for males and females, projected on a generational basis using Scale AA for
employees covered by Act 127. As generational tables, they reflect
monality improvemens both before and after the measurement date.

Post-retirement monality:
Rates which vary by gender are assumed for healthy retirees and
beneficia¡ies based on a study of plan's experience from 2007 to 20 I 2 equal
to 92% of the r¿tes from the UP-1994 Mortality Table for Males and 95%
of the rates from the UP-1994 Mortality Table for Females. The rates are
projected on a geneÉtional basis siañing in 1994 using Scale AA. As
generational table, it reflects mortality improvements both before and after
the measurement date.

Mortality Post-retirement disabled mortality:
Rates which vary by gender are assumed for disabled retirees based on a
study of plan's experience from 2007 to 2012 equal to 10570 of the rates
from the UP-1994 Monality Table for Males and I 15% of the rates from
the UP-1994 Mortality Table for Females. No provision was made for the
future mortality improvement for disabled retirees.

The census data collection date has changed from end-of-year to beginning-of-year. For this switchover year, the
June 30, 20t3 census data used in the prior valuation is also used as the July l, 2013 census data for current
valuation. The liability results as ofJune 30, 2014 are based on pmjecting the ERS obligations determined as of
the census data collection date of July l, 2013 for one year, using roll-forward methods and assuming no liability
or losses. Most demographic assumptions used are based on a 2009 experience study using data as of June 30,
2003, June 30, 2ü)5 and June 30, 20O7. Certain demographic assumptions (termination and employment) were

impacted by Act 3 reforms and were revised on the new retirement eligibility and expected future experience.

The investment rate of return of6.75% reflects the asset allocation for the non-loan ponion ofthe portfolio that
was adopted by the ERS during December 2013 (as shown below) and the actuary's capital market assumptions
as ofJune 30, 2014. In addition, the assumption reflecs that loans to members comprise approximately 20% of
the ponfolio and, as provided by the ERS, have an approximate return of l07c with no volatily:

Asset Class
Target

Allocation
Domestic Equity
Internatioral Equity
Fixed Income
Cash

25%
llVo
64qa

lgo

The long-term expected rate of return on pension benefits was not provided by ERS.
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6. Discount rate

The discount rate used to measure the total pension líabllity was 4.29?c as ofJune 30, 20t4. The asset basis for
the daie of depletion is ihe ERS's fiduciary net position. On this basis, the fiduciary net position is exhausted in
the 2014-2015 fiscal year. The plan's fiduciary net position was not projected to be available to make all projected
future payments of cunent active and inactive employees. Therefore, the discount rate for calculating the total
pension liability is equal to the single equivalent rate that results in the same actua¡ial present value as the long-
term expected rate of return applied to benefit payments, fo the extent thai the plan's fiduciary net position is
projected to be sufficient to make projected benefit payments, and the municipal bond rate applied to benefit
paymenls, to the extent that the plan's fiduciary net position is not projected to be sufficient.

7. Sensitivity of the Municipality's propofionate shtre ol lhe net pension asse, to changes in the díJcount
rale.

The Municipality's proportionate share of the net pension liability calculated using the discount fate of 4.29Ec
amounts to $23,222,45 l. The ERS do not provide information to disclose what the Municipality's proponionate
share of the net pension liability would be if it were calculated using a discount rate that is I 7c point lower (3.29Vc\

or t% point higher (5.297c) than ihe curent rate

8. Pension pbn fiducitry nel position.

Detailed information about the plan's fiduciary net position is not available since the ERS has not issued audited
ñnancial statements as of and for the fiscal year ended June 30,2014 vr,det QL§LW4qLNqJ|Z " Finqnciql
Reporting for Pension Plans-an amendment ofGASB Stqtement No. 25".

This space w'as intentionally left blank.
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l. Operating leoses

The Municipality leases oflice equipment under operatirig lease agreemenis, which generally have terms ofone year

or less and are automatically ¡enewed for the same lerms. Rental expenses amounted to $21,985. Management
believes that the summary of the future minimum rental commitments under non-cancelable operating leases with
terms exceeding one year is not significant.

2. Construction

As of June 30, 2015 the Municipality has commitments of $1,433.51I for design, construction, improvements or
renovation of cenain municipal facilities.

3. Encumbrances

The Municipality has encumbrances outstanding which represent the estimated amount of expenditures required to
complete contracts, purchase orders and other commitments in process ofcompletion at fiscal year-end. Outstanding
encumbrances as of June 30, 2015 in the general fund represent unassigned amounts that are encumbe¡ed and a¡e

classified by management as assigned fund balance. Purpose classification follows:

Purpose

General Fund-
assigned fund

balance
General public works and sanitation
Welfare and community development
Sports, culture and recreation
Public safety
General govemment and other purposes

$ 50,427
1,887

680
1,468

26,t99

l_-Eo,66!_

Fund balance of major and other governmental funds (special revenue, capital project and debt service funds) is

classified as restricted, some or all of which may be encumbe¡ed. Encumbrances of restricted fund balance are not
reponed separately from this classification because the encumbrance does noi further restrict ihe purpose for which
the resources may b€ used.

NOTE P - CONTINGENCIES

1. Federal and Commonweallh Gtanls

Projects financed by the Fede¡al and Commonwealth Grants are subject to audits by grantors and other governmental
agencies in order to determine that the expenditures comply with the conditions of such gants. It is the Municipality's
opinion that no additional material unrecorded liabilities will arise from audits previously performed or to perform.
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2. Federsl and Commonwealth Grants

Projecs financed by the Federal and Commonwealth Grants are subject to audits by grantors and other governmental
agencies in order to determine that the expenditures comply with the conditions ofsuch grants. It is the Municipality's
opinion that no additional material un¡ecorded liabilities wi[[ arise from audits previously performed or to perform.

3. Litigations

The Municipality is, at present, a defendant in a number of legal matters that a se in the ordinary course of the
Municipality's activities. There are cases whereby the Municipality is a defendant or codefendant that will be covered
by insurance, certain cases whereby the legal counsel has not determined an outcome and other cases that would not
be covered by insurance. The Municipality recorded an estimated liability for legal settlements not to be covered by
insu¡ance of $28,000 as other long-term debt in the govemment-wide ñnancial statements since it will not be paid
with current ayailable financial resources. However, it is the opinion of the Municipality and the legal counsel that
based on thei¡ experience, such actions and the potential liabilities will not impair the Municipality's financial
position.

NOTE R - RESTATEMENT OF NET POSITION AND FUND BALANCE

The following table disclosed the net change to net posiiion and fund balance at beginning of year as previously reported
in the financial statements. The beginning balances have been restated as follows:

Net Position Fund Balance
Government - Debt

wide
Státements

Service
FundDescription

Net position / fund balance at beginning of year,

as previously reponed $ 36,704,390 $ 2,300,136

Impact of implementation of GASR Statement

@.¡S - net pension liability as of June 30, 2013
net of defer¡ed outflows of resources for
employer contributions for ñscal year 2014 (21,283,869)

Corection ofe[or, overstatement ofamount due
from Commonwealth Goyemment (52,509) (52,509)

Net position / fund balance at end of year, as
restated $ rsJ68,012 § 2,247,627
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COMMONWEALTH OF PT]ERTO RICO
MTJNICIPALITY OF RINCóN

NOTES TO BASIC FTNANCIAL STATEMENTS
JUNE 30,2015

NOTE S - SUBSEQT]ENT EVENTS

Effective on July l, 2015, the Commonwealth sales and use tax ("Commonwealth SUT") increased from a current 6% to
a 10.5%, as required by Act No. 72 of May 29, 2015, an amendment to the Pueno Rico Intemal Revenue Code of20l l,
("Act No. 72"). The Municipal SUT remain unchanged at l% for a total SUT of I 1.5%. The Act No. 72 also imposes a

Commonwealth SUT of4% to professional and business-to-business services rendered from October l, 2015 until Mmch
3t,20t6.

The Act No. 72 serves as a bridge mechanism to an integrated new tax reform to reach a 10.5 % Value-Added Tax
("VAT') effective April 1, 2016. On Ma¡ch 8,2016 the Puerto Rico Departmerit of Treasury issued the Admi¡istrative
Determination No. 16-04 extending the Act effective date ftom April l, 2016 to June 1, 2016. The Commonwealth SUT
will continue to apply until May 31, 2016. The municipalities will continue to be allowed to impose and collect the l%
Municipal SUT after the VAT is implemented.
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COMMONWEATTE OF PI]TRTO RICO

II,TI]NICIPATITY OF RINCON

BT]DGETARY COMPAN§ON § CHTDIjI,.E. GTNTRAL I1JND

TIS CAL YEAR TNDE) JTJNE 30, 2OI5

Bu*eted Amoutrt§

O¡igin¡l

$ 2,003,167

505,0m

s75,000

3,887,737

t,6l.2,fi5

50,0m

44,49t

$ 2,003,167

533,000

985,000

3,887.737

l,?09,605

180,000

96,491

Adusl Amounts

(Bü&etary Brsis)

2,ú3,16',1

555,23ó

1,014,531

3,888,602

1,648,852

l82,t54

l l l,7l2

Ya¡iance with

final Brtet

$

22,236

29,531

865

(60,753)

2,154

15,221

tri¡d

REYENT]ES:

Ta¡es:

Property ial€s

M unicipal license tares

Sah and use tales

Intefgovemmental

Fees, firs and clurges for servis
InterEst

Oth€r

Tof¿l ¡ewoues

D(PTNDITT]f,f,S:

Cu¡rcnt:

Geoual governmnt

Public wo*s and sanitation

Public salety

Culture and recltáion

Health

Welfare and community developlrnt

Tolal erqearltures

Ecess of ¡treoues owr expeodtures

Otherñ¡ancing uses:

Transf€rs out

Total olüer ñnancing uses

&cess of rrre¡ues orer erpndtuns and other

ñnancing uses

9,130,0m 9,395,m0 9,404,2y 9.254

4,439,505

2,6't2,627

815,020

515.m?

339,565

292,801

4,100. | 57

2517,922
't82.205

509,567

320,368

240,26

3,997,056

L476,28t
't76,t63

502J39

320,367

238,6E8

9,075t25 8A7Ol2s

l03,l0t
41,64t

6,M2
'1,0u

I

1,5 t8

l59JX8,31 I,094

54.575 924.5',15 1,093.t 6()

(913.1s9)(54.575) (924,57s1

64§?t 024,5751 (913,159)

-¡-$.-¡tm"oot

r68,585

I1,416

ll.4ló

T lso,ool

The accomparying aotes ür ür irtegal püt of this re¡rired su$enetra¡ry ioformaaion,
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COMMONWEALTH OF PT]ERTO RICO
MUNICIPALITY OF RINCóN

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION.
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

JUNE 30,2015

NOTE A - BUDGET PROCESS AND BUDGETARY BASIS OF ACCOUNTING

The Municipal budget is prepared for the Gene¡al Fund following the requirements of rhe Autonomous Municipal Law
of 1991, as amended. It is developed utilizing elements of performance-based program budgeting and zero-based
budgeting and includes estimates ofrevenues and other sources for ensuing ñscal year under laws existing at the time the
budget is prepared.

Budget amendments are approved by the Municipal Legislature. Cenain budget transfers within the limitations and
restrictions ofthe Municipal Law can be approved by the Mayor or by the Municipal Legislature. The budget comparison
schedule provides information about the original budget, the amended budget, and the actual results under the budgetary
basis of accounting.

The budgetary basis of accounting is different from accounting principles generally accepted in the United States of
America ("US GAAP"). Revenues are generally recorded when cash is received and expenditures are generally recorded
when the related expenditure is incurred or encumbered. The encumbrances (that is, purchase orders or contracts) are
considered expenditures when a commitment is made. On a US GAAP basis encumbrances outstanding at year-end are

reponed in the governmental fund balance sheet as assigned fund balance since they do not constitute expenditures or
liabilities while on a budgetary basis encumbrances are recorded as expenditures of the cunent year. Encumbrance
appropriations lapse one year after the end of the fiscal year. Unencumbered appropriations are lapsed at year-end. The
legal level ofbudgetary control (üe level at which expenditures may not legally exceed appropriations) is at the function
level.

The presentation of the budgetary data excludes other appropriations such as capital projects, debt service and special
revenue funds because projects are funded on a multi-year nature, generally requiring several years to complete or
effective budgetary control is alternatively achieved through general obligation bond indeotures and legal and conractual
granl agreement provisions.

NOTE B . BUDGET TO GAAP RECONCILIATION

The accompanying budgetary comparison schedule presents comparisons ofthe original and final legally adopted budget
with aciual data on a budgetary basis. Since accounting principles applied for the purposes of developing daia on a
budgetary basis differ significantly from those used to present accounting principles generally accepted in the United
States, the following budget to GAAP reconciliation is presented:
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COMI|0NWIAL..'-*TIIOFPUET0RICO
MII{CIPALIIY OFRINCON

NOTES TO RQUIRE) SI]PPLEUEYTARYINIORT{ATION.
BI,,]DGETARY COMPARISON SCHDIJLE- GTNBAL FI]NI)

June 30,2015

NOTEB - BLDGET I0 GAAP RrcONCILIATK)N - Continued

kccss of rewnues and other linancing sources otrcr exlEnditures and other linancing
uses (büdgetary basis):

Budgd to GAAP diff€rerices:

Non-budgsed funds fecorded as ¡evenues for ñnatrcial reporting purposes:

Non-budge{ed funds r€cprded as e4anditures for financial reporting

Non-budgÉed transfers i¡:

Revenues recorded for linancial reporting purposes but not in budgetary basis:

Revenues ¡ecorded in budgÉary basis purposes but not in financial reporting

Eryenditures recorded in budgetary basis but not for financial r@oning purposes:

Ependitures recorded for firuncial reporting purposes but ¡ot i¡ budgetary basis:

Current year €nclmbrafices recorded as ependitures for budgetary reponing

purpo§es:

Prior yeaf encumbr¿nccs recorded as e4enditures for finarcial reporting

purposes:

Net change in tund bolarc! (GAAP bosis):

lm,ml

62,»4

(t,t28192)

2,213,064

2,605,561

(1,028.782)

25,46

(1,699,434)

80,577

(84,353)

§ r22s922
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COMMONWEAI]TII OT PUM,TO RICO
MT]NICIPAIXTY OF RINCON

FXS CAL YEAR E{DU) JI]NE 30. 2OI5

S CHU)I]LE OT MI]NICIPAIXTY'S PROFORTIONATE S IIARE OF NEI PE{S ION LIABILITY
I,AS T TO YEARS (A)

Proportion of the net pension liability

Proportionate share of the net pension üabiüty (c )

Covered-eÍ¡p loy ee payroll (d)

Proportionate share of the net pension liability as a percentage of its
covered-emp loyee payro[ (c Y(d)

Plan's fiduciary net position as a percentage ofthe total pension liability

flscal year
z)r5 (B)

o.o77t7%

$ 23,222,451

$ 3,327,rt9

69'1.9',1%

o.42%

S CHU)I]I¡ OF MIJNICIPALITY'S CONTRJBT'TIONS
IAST 10 IEARS (A)

Starutorily reqr¡ired contribution

Contributions in relalion to the statutorily required contribution (e )

Contributio[ deficiency (eraess)

Covered-emp loy ee payroll (O

Contributions as a percEntage of covered-payro[ (e )(O

Fiscal year
20r5 (B)

s 370,235

370,235

$-

3,327,119

tl.t3%

The accompanying notes arÉ an itrtegral port of this requircd suldeúentary infom¡tion.
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COMMONWEALTII OF PUERTO RICO
MUNICIPALITY OF RINCóN

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION-
SCHEDULE OF MT]MCIPALITY'S PROPORTIONATE SHARE OF

NET PENSION LIABILITY AND
SCHEDULE OF MTJNICIPALITY'S CONTRIBUTIONS

JUNE 30,2015

NOTE A - LAST 10 YEARS

The Schedules a¡e intended to show information for ten yea¡s. Additional years will be displayed as they become
available. The informa¡ion presented relates solely to the Municipality and not the Employee's Retirement System of
üe Gover¡ment of Pueno Rico and its Instrumentalities as a whole.

NOTE B - FISCAL YEAR

The data provided in üe schedule is based as of the measurement date of the net pension liability, which is as of the
prior fiscal year ended June 30, 2014.
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COMI}ION\üEALTH OF PUM.TO RICO
MT]NICIPALITY OF RINCON

S f ]PPLEMENTARY INTORMATION . FINANCIAL DATA S CIIDI]LE
BAI-ANCE SHTT AND STATE}TE§T OF RE\/E\II]ES A¡ID D(PENSES INTI)RMAIION

JUIYE30,2015

l4-a7l

fine Item No. I)es cri If¡on flou-si ng Choice Vouchers

Balance Sheet
t¡t Cash - urrestricted 18.6()4
r ff) Tofel cash 18,604

@."s ffi
t@ Fumirure. equiDnÉnl and rnachinery . administml¡on 2,U»
t6 Accurfr¡lated deDreciation (r.8o8)
160 Total caDital assets. net ofaccurrrrlated deDreciation 2a)l

508.4 Net InvestffEnt in C-aDiral Assets s 201
5l1.4 Restricted Net Position
512 4 Unrestricted Net Position l8-604
5r3 T(}tál Emitv/Net Position $ 18,805

II¡c(¡¡rE Státellrcni
7060GOlO Housins assistance DavrrEnts $ 129,785
7W)GO2A Clngoins administrative fees eamed s 24.475
706(X)-070 Admin fee calculation descriDtion

706()0 HfrD PIIA orratins sra¡rts $ 154,660

7r500 Other rEvenue 6,520
7ú Total Re\Enue 161,rEO

9t loo Administrative salaries s 14-088

9r 500 E¡rployee benefi t contributions- administmtive s 6-780
916ü) Ofarce e)eenses 942
9lüx) Iotál OÉratinq - A&ninis trafi\c 21,t 10

2ú Other general epenses $ 515
96000 Total Other Ctneral Bq¡enses $ 545

973filol) All C,ther s t23-74t)
9'73o/)-o4t IIAP PortáHlitv-o.¡t 9,861

973(n nq assistance Bvment§ 133,601
9-745r) tlAP Portátilitv-in $ r,869
9(Im Totál BÉrrses $ 157,E25



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCÓN

SUPPLEMENTARY INFORMATION - FINANCIAL DATA SCHEDULE
BALANCE SHEET AND STATEMENT OF REVENUES AND EXPENSES INFORMATION

JUNE 30,2015

'11

l4-a7t

D€s c ri paior¡ Ho.¡sina Chdce Vo.¡chers

1 1030 Beqinning equity $ 15.450

I I t 7G{X)l Administrátive Fee Eouitv - Besinnins Balance $ t 5.450
1l l TO.OIO Admiriistrative Fee RevenL¡e $ 24,415
I I l7GO50 Other Revenue s 2.7M

l l170-05l CorrrEnt For Oiher Revenue

This affDunt corresponds to the
admiftistrative fees eamed or the

poñability-in vouchers
administered by the Municipality

($48O) plus the reirüurserEni

received from the initial PHAS ol
the HAP reot paynEnts rErde on
behalf of the port ability-in units

duri¡g 13-14 (S1.869). Checks void
in the aÍDuni of S353.5O- lncludes

S4.0O4.5O to eliminate an account
payable balance. Also, ircludes

$ 195.50 ofan accouot receivable
balance that was eliminated.

r l17()-()60 Total Admin Fee Revenues s 27.579
I I l7GO80 Total Ooeratins Exrenses $ 22,355
I I t 7()495 Housins Assistance Portabititv In $ 1.869
1l lTGt lo Total E)oerses s 24,224
lllTGm2 Net Administrative Fee $ 3,355
I I t 7(L{X)3 Administrative Fee Eouitv - Endins Balarice $ 18,805

I I170S5 Pre-2m4 Administrative Fee Reserves §

lltTGm6 Post-2m3 Administrative Fee Reserves $ 17.154
11170 A&rinistrati\e Fee Eo¡itv s la-aos

I I l8(Xnl Housins Assistance PavÍEnts Eouitv - Besinnine Balance t
I I lSGOIO Housins Assistance PavrrEr¡ts Revenues s 129.785
I I180,{)15 Fraud Recoverv Revenue $
I I 18GO20 Other Revenue $ 3,816

I 1180-02l CorrffEnt For Other Revenue
r 118(X)30 Total HAP Revenues $ 133,601

l l l8Go80 Housins Assistance PavnEnts s 133.601
lllSGlm Total Housinp Assistance PavÍEñts E oerises $ 133.601

lll80 Ilor¡sins Assistance Pav¡¡Ents Eo¡itv s

l9G2lO TOTAI ACC HCV UNitS 408
1119G220 Unfunded Units
l I19G230 Other AdiustffEnts

lll90 frnit ltlonths Atailat¡e 404
I t 2lo frnit Months l-eased 408

The accorrpanying notes are an integral part ofthis schedule.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

NOTES TO SI,'PPLEMENTARY INFORMATION - HNANCIAL DATA SCHEDULE
June 30, 2015

NOTE A -BASIS OF PRESENTATION

The accompanying financial dafa schedule ("FDS") is a trial balance of the financial statements ofthe Section 8 Housing
Choice Voucher Program administered by the Municipality. The FDS was created in order to standardize the financial
information reponed by Public Housing Authorities C'PHA") to the Real Estate Assessment Center ("REAC"), as

required by the Uniform Financial Reporting Standards ("LFRS"). REAC is the US Department of Housing and Urban
Development ("HUD") national management center created to assess the condition of HUD owned and assisted

properties. The UFRS are rules to implement re4uirements of 24 CFR, Part 5, Subpart H, for the electronic filing of
financial information to HUD. Because the FDS presents only a selected portion ofthe operations of Municipality, it is
not intended to, and does.not present, the financial position and changes in net position of the Municipality.

NOTE B - STJMMARY OF SIGNIFICANT ACCOUNTING POLICIES

In accordance with the guidelines for reporting and attestation requirenients ofUFRS, the accompanying FDS is included
as information supplementary to the financial statements and is prepared using the accrual basis ofaccounting.
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t0.1@

r0558

N/A

ccc-r l0

N/A

AB-51,FD-51

42,ffiz

22.81

64f89

H.871

l()2r:tR2.150249R2

1,102ó3R2.l50lt,lR2

t402ÚR2. t$13ÍR2

t402BRl. t$136R"2

24r-mr1{m41.
2.r l-?¡t5{00014

l51,óó0

607,020

761.6m

5.4¡

33.743

9ó.895

16.157

-i6F

t4.121

93.0,r{

93.0,r5

9t.053

91.5?5

8ó.895
--------Uq-iii-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF RINCóN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2015

NOTE A - BASIS OF PRF§ENTATION

The accompanying Schedule of Expendiiures ofFederal Awards iDcludes the federal grant activity of the Municipality under
programs of the federal govemment for the year ended June 30, 2015. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, l¡¡cal Govemments and Nonprofit
Organizations-Tlrcrefore, some amounts presented in this schedule may differ from lhe amounts presented in, or used in the

prepar¿tion of, the basic financial statements. Because the schedule presents only a selected ponion of the operations of the

Municipality, it is not intended to, and does not present, the financial position and changes in netposition ofthe Municipaliiy.

NOTE B - SUMMARY OF SIGNTICANT ACCOTJNTING POLTCIES

Expenditures reported on the Schedule are reported on the modified accrual basis of accounting, except for Section 8

Housing Choice Voucher Program (HCV). Expenditures are recognized when the relared liability is incurred following the

cost principles contained in OMB Circular A-8'l Cost Principles for State, local and Indian Tibal Govemmen s, wherei'n

cenain types of expenditures ate not allowable or are limiied as to reimbursement. Expenditures for HCV Program are

reponed on a statutory basis as required by the U.S. Depafment of Housing and Urban Development. Such expenditures

should equal the oet ACC subsidy for the PHA's fiscal period.

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number. The first two digits

identify the federal depanment or agency that administeB ihe program and the lasr th¡ee numbers a¡e assigned by numerical

sequeflce.

State or local govemment redistributions of federal awards to the Municipatity. known as "pass-through awards", should be

rreated by the Municipatity as though they were received directly from the federal govemment. OMB Circular A-133

requires the schedule to include the name ofthe pass-through entity and the ideniif¡ng numberassigned by the pass-through

eniity for the federal awards received as a sub recipient. Numbers identified as N/A are not applicable and numbers identified

as N/Av are not available.

NOTE C - RECONCILIATION OF EXPENDITURES PRESENTED IN TIIE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS TO THE EXPENDITURES PRESENTED IN THE BASIC
F'INANCIAL STATEMENTS

Description

10.769
10.558
14.228
14.871

93.041
93.044
93.045
93.053
93.575

Total federal awa¡ds expenditures:
Additional amount recorded as

expenditures under modiñed accrual basis

for Section 8 HCv Program:
Non-federal awards expenditures:

Total expenditures. fund statements:

USHT]D .
Communi§

Development Block
Grstrt Program Fund
$-

607,O20

607.020

Olher
Governme¡tal

Funds
$ 42.m2

22,087

154.660
5.423

33,743
96,895
16,157
86,895

45',t,862

3,164
458.822

I 9lr,E4Sfr1
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PO Box 3043

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OT

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Honorable Mayor and Members of the

Municipal Assembly
Rincón, Pueno Rico

We have audited, in accordance with the auditing standa¡ds generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued

by the Comptroller General ofthe United States, the hnancial stalements ofthe govemmental activities, each

major fund, and the aggregate remaining fund information of Municipality of Rincón, Puerto Rico as of and

for the year ended June 30, 2015, and the related notes to the financial statements, which collectively comprise

Municipality of Rincón, Puerto Rico's basic financial statements, and have issued our report thereon dated

March 15, 2016. The report on govemmental activities was qualified because we were unable to obtain

sufficient appropriate audit evidence about the proportional share used to determine the defened

outflows/inflows, net pension liability, pension expense, and related note disclosures with respect to its
participation in the state employee retirement system pension plan.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Municipality of Rincón,

Puerto Rico's intemal control over financial reponing (internal control) to determine the audit procedures

that are appropriate in the circumstances for the purpose of expressing our opinions on the financial

statements, but not for the purpose of expressing an opinion on the effectiveness of Municipality of Rincón,

Puerto Rico's intemal control. Accordingly, we do not express an opinion on the effectiveness of Municipality
of Rincón, Puerto Rico's intemal control.

A deficiency in internal control exists when the design or operation ofa control does not allow management

or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,

misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in

internal control, such that there is a reasonable possibility that a material misstatement ofthe entity's financial

statements will not be prevented, or detected and coirected on a timely basis. A signl¡ica nt deficiency is a

deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,

yet important enough to merit anention by those charged with govemance.

Our consideration ofinternal control was for the Iimited purpose described in the first paragraph ofthis section

and was not designed to identify all deficiencies in intemal control that might be material weaknesses or

significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in

intemal control that we considered to be material weaknesses. However, material weaknesses may exist that

have not identified.
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Compliance and Other Matt¿rs

As part of obtaining reasonable assurance about whether Municipality of Rincón, Puerto Rico's financial
statements are free from material misstaternent, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreernents, noncompliance with which could have a direct and

material effect on the determination of financial statement amounts. However, providing an opinion on

compliance with those provisions was not an objective of our audit, and accordingly, we do not express

such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are

required to be repo¡edun&¡ Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's intemal

control or on compliance. This repon is an integral part of an audit performed in accordance with
Govemment Auditing Standards in considering the entity's intemal control and compliance. Accordingly,
this con¡munication is not suitable for any other purpose.

/) Tu ¿¿,/*n,^- // 4
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MA.IOR PROGRAM
AND ON INTERNAL CONTROL OYER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Honorable Mayor and Members of the
Municipal Assembly
Rincón, Pueno Rico

Repol on Compliance for Each Major Federal Program

We have audited Municipality of Rincón, Puerto Rico's compliance with the types of compliance

requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and

material effect on each of Municipality of Rincón, Puerto Rico's major federal programs for the year ended

June 30, 2015. Municipality ofRincón, Pueno Rico's major federal programs are identified in the summary

of auditor's results section of the accompanying schedule of findings and questioned costs.

M aruge me nt's Re s ponsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants

applicable to its federal programs.

Auditor's Re s po nsibility

Our responsibility is to express an opinion on compliance for each of Municipality ofRincón, Puerto Rico's

major fideral programs based on our audit of the types of compliance requirements referred to above. We

conducted our audit of compliance in accordance with auditing standards generally accepted in the United

States of America; the standards applicable to financial audits contained in Government Auditing Standaruls.

issued by the Comptroller General of the United States and OMB Circular A-133, Audits of States, ktcal
Govemments, and Non-Profit Organizations- Those standards and OMB Circular A-133 require that we

plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
iomplianie requirements referred to above that could have a direct and material effect on a major federal

progtam occuned. An audit includes examining, on a test basis, evidence about Municipality of Rincón,

Puerto Rico's compliance with those requirements and performing such other procedures as we considered

necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal

program. However, our audit does not provide a legal determination of Municipality of Rincón, Puerto

Rico's compliance.

Opinion on Each Major Federal Program

In our opinion, Municipality of Rincón, Puerto Rico, complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its major

federal programs for the year ended June 30, 2015.
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Repof on Internal Contml Over Compliance

Management of Municipality of Rincón, Puerto Rico, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Municipality of Rincón, Puerto Rico's
intemal control over compliance with the types of requirements that could have a direct and material effect
on each major federal program to determine the auditing procedures that are appropriate in the

circumstances for the purpose of expressing an opinion on compliance for each major federal program and

to test and report on internal control over compliance in accordance with OMB Circular A-133, but not for
the purpose ofexpressing an opinion on the effectiveness of intemal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of Municipality of Rincón, Puerto Rico's internal conrol
over compliance.

A deficiency in intemal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material u'eakness in intemal control over compliance is a deficiency,

or combination of deficiencies, in internal control over compliance, such that there is a reasonable

possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A srgnrfcant deficiency in inlernal control

over compliance is a deficiency, or a combination of deficiencies, in intemal control over compliance with

a type of compliance requirement of a federal program that is less severe than a material weakness in

intemal control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of intemal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in intemal control over

compliance that might be material weaknesses or significant deficiencies. We did not identify any

deficiencies in intemal control over compliance that we consider to be material weaknesses. However,

material weaknesses may exist that have not been identified.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of intemal control over compliance and the results of that testing based on the requirements of OMB

Circula¡ A-133. Accordingly, this report is not suitable for any other purpose.

K,--'/'-.^;1( ROMAN TORO & CO., CPA, C.S.P.
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Yauco, Puerto Rico
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COMMOT{WEALTH OF PUERTO RICO
I'UNICIPAUTYOF RNCóN
SCHEDULE OF FINDINGS Al{D OUESNONED COSTS

FOR THE YEAB ENDED JUNE 30, 2015

SECTION I - SUMMARY OF AUD¡TORS' RESULTS

F¡nanc¡al S-hbm.x r

Typ€ of aud¡to/s report issued:

lntemal cütol over financial rePort¡ng:

. Signiñcant mnlrol deficiency ¡dentilied?

. Materialweakness(es)¡dent¡fied?

Noncompl¡ance material to l¡nancial slatemenb noled?

Fed€r8l Aw¡rd3

lntemal mntrcl over maior proorams:

. S¡gnil¡cant control del¡ciency idenüf¡ed?

. Malerialweakness(es)¡denüfied?

Type ol auditods report ¡ssued on compl¡ance for

Ma¡or Programs:

Any audit firid¡ng disclGed that are rEuired lo be reporled

in accordance u/ith Se€tion 510(a) ol Circular A¡ 33?

ldenliñcation of M4or Programs:

Opinion Un¡l

Govemmenlal Acliviües

General Fund

Common Legislature Resolrtions

Debt Service Fund

UsHuD€ommunity Development Block Grant Program

CDB $69{,000 L¡ne ol cred¡t Oio de Agua Hotel

PR Deparlmenl of Transportation (DTOP)

Capilal Proiects - Bonds and Notes lssuarice Fund

Oúter Go/emmental Funds

Unmodifed opinion
AdveBe opinion

Yes

Tvpe ol Op¡n¡on

Qualified

Unmod¡fied

Unmodified

Unmodilied

Unmodified

Unmodil¡ed

Unmod¡lied

Unmodif¡ed

Unmodl¡ed

None reporled

No

No

None reporled

No

Qualified oprn¡on

Disclaimer Op¡n¡on

No

CFDA umber

14.48

oollar threshold used lo d¡stinguish belween

Type A and Type B Programs:

Audilee qualified as low-risk auditee?

Community Development Block Grant / Slate Program and Non- Entllement Granls ¡n Hawaii

$300,000

Evo

E
E

E

E
E

l--l ves

l--lv..

E
E

[--l ves

l--l Yes

l--l to

[] ¡¡o
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«)mlOilWEALITI OF PUERTO RICO

f ut{tctPAt JTY oF Rtilcóil
SCHEIXTLE OF FINtXilGS Al{D OUESIPNED O0STS (Continued}
FOR I}IE YEAR EilDED JUNE 3{I. 2015

SECÍION 1I- FINAilCIAL STATEIIEI{TS FINDINGS

None

SECÍIOI{ I¡I - FEDEBAL AWARD FI]{DII{GS

l,¡o findings are reported.

El{D OF SECflOil
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COÍiIÍiIONWEALTH 0F PUERTO R|CO

uuNrcrPALtrY oF RNCóN
SUMIiIABY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2Of5

.. FlndlnoYo€l 
Numbe-r

Findlng
CFDA Oue¡lionsd
Numbe¡ Cos(¡) Comment!

(1) Prlor Audlt Flndlngc, fully corrcctod or not notod during our audil:

None

(2) Pdor Audlt Findingr, not conected or partially conected:

None.

(3) Cofl€ctlve actlon hkon l¡ llgnilicantly dllfer€nt from con€ctlve actlon previourly reportedr

None.

(4) Pilor Audit Findings, ar€ no longor yalid:

None.
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