
OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES
Anea oe AsEsoR.AMtENTo, REGLAT[Exreclór.l E INTERvENcIóx rrscal

ARet oe ARcHtvo DrcrrAL

MUNICIPIO DE SABANA GRANDE
AUDITORtA2014-2015

30 DE JUNIO DE 2OI5



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

BASIC FINANCIAL STATEMENTS ACCOMPANIED BY

REOUIRED SUPPLEMENTARY INFORMATION

FISCAL YEAR ENDED JUNE 30,2015



COililONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

BASIC FINANCIAL STATEMENTS ACCOMPANIED BY

REOUIRED SUPPLEMENTARY INFORMATION

FISCAL YEAR ENDED JUNE 30,2015

TABLE OF CONTENTS
Pages

PART I- FINANCIAL:

lndependenl Auditors' Report ...................

Requ¡red Supplementary lnlomation (Part l):

Management's Discussion and Analysis ....

BASIC FINAT.ICIAL STATEMENÍS:

Govemmental Wide Financial Slatements:

Statement of Net Position.......................

Statement of Activities..........................

Govemmental Funds Financial Statements:

Balance Sheet.......

Statement of Revenues, Expenditures and Changes in Fund Balances.......

Beconciliation of the Balance Sheet- Govemmental Funds to Statement of Net

Reconciliation ol Slatement of Revenues, Expenditures and Changes in Fund

Balances to the Statement of Activit¡es . 16

Notes to the Basic Financ¡al Stalements ........................... 17-50

Required Supplemenlary lnfomation:

Required Supplementary lnfomat¡on (Pari ll):

Budgetary Comparison Schedule - General Fund.............. 51

Notes to Budgetary Comparison Schedule - General Fund....................... 52-53

Puerto Bico Govemment Employees Retirement System (Required Supplementary lntomation):

Schedule of the Municipality's Proportionate Share of the Nel Pension 1iabi1ity................... 54

Schedule of the Municipality's Contribut¡0ns....................... 55

1-3

4-10

11

12

13

14

15



I I ROMAN TORO & CO., PSC
7

Certifi ed Public Accountants
Honesty - Integity - Experience

r*/
\-¿

Members oi
Aorcrican lnstiture of Certified Public Accou¡¡¡ants PO Box 3043
a¡d PR Sociery of Cenified Public Accou¡u¡lts Yauco PR 0069E-3043

José D- Roñiín Toro. CPA, President Tel. (787) 856-ó220
websi¡ei www.cparomantoro.com Fax (787) 856ó233

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Member of the
Municipal Legislature

Sabana Grande, Puerto Rico

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of the Municipality of Sabana Grande, Puerto
Rico, as ofJune 30,2015, and the related notes to the financial statements, which collectively comprise
the Municipality's basic financial statements as listed in the table ofcontents.

Management's Responsibility for the Financial Státements

Management is responsible for the preparation and fair presentation of these ftnancial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation

and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We

conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in 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 of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers intemal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the entity's 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 sfatements.

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

Governmental Activities
General Fund
Head Sta¡t Fund
State Assignment Fund
Loans Fund
Capital Project Fund
Debt Service Fund
Other Governmental Funds

Type of Opinion

Qualified
Unmodihed
Unmodihed
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified

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

The net pension liability and deferred outflows/inflows of resources in governmental activities of the
govemment-wide Statement of Net position, and pension expense for the current period change in
that liability in governmental activities of the govemment-wide Statement of Activities were derived
from the application of the proportional share included in the unaudited financial statements, notes
and required supplementary information of the Employees' Retirement System of the Government of
the Commonwealth of Puerto Rico, cost-sharing multiple-employer pension plan. We were unable to
obtain sufFrcient 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 the 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 65 percent
of the total liabilities, 100 percent and 4Vc of defened outflows/inflows of resources, respectively, as

of June 30, 2015, while pension expense represents 6 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 govemmental activities of the Municipality, as of June 30, 2015, and the respective changes in
financial position thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities, each major fund, and the aggregate
remaining fund information of the Municipality of Sabana Grande, 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.



Other Matters

Re qui re d Suppleme ntary Info rmation

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, budgetary information and employees' retirement systems
information on pages 4-10, pages 5l-53 and 54-55 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the

Govemmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods 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 Reporting Required by Government Auditing Standards

In accordance with Govemment Auditing Standards, we have also issued our report dated March 30,
2016, on our consideration of the Municipality of Sabana Grande, Pueno 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 repon 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 intemal control over financial reporting or on compliance.
That report is an integral pan of an audit performed in accordance with Govemment Auditing
Standards in considering Municipality of Sabana Grande, Puerto Rico's internal control over
fi nancial reporting and compliance.

:7" i4
ROMAN TORO & CO., CPA, CSP

LICENSE # 35 _ IN FORCE
Yauco, Puerto Rico
March 30, 2016

Stamp # E204750 was afFrxed to
the original report
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C0MMONYITEALTH 0F PUERTO R|CO

MUNICIPALIW OF SABANA GRANDE

MANAGEi'ENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The management of Munic¡pal¡ty of Sabana Grande, Puerto Bico (Municipali§) offers this narrative overview and

analysis of the financial activities of the Municipality lor the fiscal year ended June 30, 2015. The Management's Discussion

and Analysis (MD&A) is designed to focus on the current year activit¡es, resulling changes and curently known lacts, and

much of the infomat¡on is comparable to prior year. This MDM should be read in conjunct¡on w¡lh the accompanying basic

l¡nanc¡al statements and the accompanying notes to those financial slatements.

The new repofting model required by Govemmental Account¡ng Standards Board Statement No. 34 was implemented

dudng fiscal 2003-2004. This MD&A is prepared in order to comply with such pronouncement and, among other purposes,

lo provide the financial siatements users with lhe following maior infomat¡on:

a broader basis in locus¡ng important ¡ssues;

acknowledgement ol an overuiew ol the Municipali§'s linancial act¡vities;

provide lor an evaluation of its financial condition as of the end of the ind¡cated fiscal year, compared with prior year

results;

identilication ol uses of funds in the f¡nancing of the Municipality's variety of activit¡es and;

assess managemenl's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The follow¡ng are key linancial highlights for the fiscal year:

* The assets of the Municipality exceeded its liabilities at June 30, 2015 by $489,870, and at June 30, 2014 by $803,696,

as restated;

* The Municipality's total net pos¡tion decrease by $313,826 during fiscalyear 2014-2015;

* As of June 30, 2015, the Municipality's govemmental funds reported combined ending fund balances of $5,960,387, a

decrease of $676,258 from the prior year;

* At June 30, 2015, the unrestricted deficit was $33,002,940;

* The Mun¡c¡pality's capital assets inventory ¡ncrease as a result of this yea/s operat¡ons. Capital assets net of

depreciation as of June 30, 2015 was $31,699,624;
* The investment in capital assets for this year was $1 ,722,771 ;

€. Loans principal payments were $762,000 and $798,000 ¡n 2015 and 2014, respectively.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the Municipality's f¡nancial statements. The

Municipality's basic financial slatements comprise three components: govemment-w¡de financial statements; fund financial

statements; and notes to the f¡nanc¡al slalements. This report also conta¡ns other supplementary inlormation ¡n add¡tion to

the basic financial statements themselves.

GOVERNMENT.WIDE FINANCIAL STATEMENTS

The govemment-wide financial stalements are designed to provide readers w¡th a broad overview of the Municipali§'s

l¡nances, in a manner s¡m¡lar to a private-sector bus¡ness.

*
*



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMEi|'I',S DtSCUSSt0N AND ANALYSTS (COMftNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

G0VERNIiIENT-WIDE FINANCIAL STATEMENTS (C0NTINUE0)

The Slatement of Net Posit¡on presents ¡nformation on all of the Municipality's assets and liabilities, with the difference between

the two reported as net pos¡t¡on. over time, increases or decreases ¡n net posit¡on may serve as a useful ¡ndicator of whelher the
financial position of the Municipality is improv¡ng or deter¡orat¡ng.

The Statement of Activities presents infomation showing how the Municipality's net position changed during the most recenl
fiscal year. All changes in net pos¡tion are reported as soon as the underlying event giv¡ng rise to the change occurs, regardless

of the timing of the related cash flows. Thus, revenues and expenses are reported in this statement lor some items that w¡ll

result in cash flows in luture fiscal periods.

Both of the govemmenl-wide f¡nanc¡al statements of the Municipality are principally supported by taxes and intergovemmental
revenues. The govemmental activit¡es of the Munic¡pality include general govemmenl, public safety, public works, culture and

recreation, health and sanitalion, sol¡d waste disposal, human services and welfare, uóan development and educal¡on.

Property taxes, municipal license tax, state and federal grants f¡nance mosl of these activil¡es.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used lo maintain control over resources that have been segregated for specilic

activit¡es or objectives. The Municipality, like other state and local governments, uses fund accounting to ensure and

demonstrate compliance with finance+elated legal requirements.

GOVERNMENTAL FUNDS

The Municipality's basic serv¡ces are reported in the govemment fund linancial statements. The govemment lunds are reported

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

readily be converted into cash. Govemmental funds are used to account for essentially the same Iuncl¡ons reporled as

govemmental actúities in the govemment-w¡de financial statements. However, unlike the govemmentwide linancial statements,

govemmental lund financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances

of spendable resources ava¡lable at the end ol the fiscal year. Such information may be useful in evaluating a govemment's

near-tem financing requirements. Because the locus of govemmental funds is narrower than that ol the govemment-w¡de

financ¡al slatements, ¡t is usefulto compare the information presented for govemmenlal funds with s¡milar ¡nformation presented

for govemmental act¡vities ¡n the govemment-wide financial statements. By doing so, readers may better understand the long-

term impact ol the govemmenfs near-term financing decisions.

The Municipali§ adopls an annual appropriated budget for ¡ts general fund. A budgetary comparison statemenl has been

provided for the general fund to demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes provide add¡t¡onal ¡nformal¡on that ¡s essent¡al to a full understanding of the data provided ¡n the govemmenl-wide

and fund linancial statemenls.

OTHER INFORMATION

ln add¡tion to the basic financial statements and accompanying notes, lh¡s report also presents cerlain required supplementary

informat¡on contain¡ng budget to actual comparisons for the general and major funds.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGET¡tENT',S DTSCUSSTON AND ANALYSTS (CoNT|i'luE0)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERNMENT.WIDE FINANCIAL ANALYSIS

GOVERNMENTAL NET POSITION

As noted earlier, net posit¡on may serve over t¡me as a useful indicator ol a govemment's financial position. ln the case of the

Mun¡c¡pal¡ty, net pos¡t¡on exceeded liabilities by $26,240,665 as of June 30, 2015 versus $25,404,817 as of June 30, 2014. Our

analysis below locuses on the nel pos¡tion (Table 1) and changes ¡n net position of the Municipality's govemmental act¡v¡ties.

Table 1

Statement of Nei Position

Current and non-current assets

Cap¡tal assets

Total Assets

Defer€d Outflows ol Resources

Curent liabilities

Long{erm liabilities

Total Liabilit¡es

Delered lnf,ows of Resources

Net pos¡tion:

lnvestmenl in capital assets, nel of related

debt
Restr¡cted

Delicit

Total Net Position

20t5

$ 9,154,315
31,699,624

{,853,91t9

1,305,851

2,860,674
38,288,370

4f ,149,U4

520,!26

26,272,024
7,220,786

(33,002,940)

$ ¡49,870

2014

$ 9,566,065
31,025,158

$,591,223

r,Nl,!fl

2,747,444
37,949,158

40,696,602

181,976

25,701,074
7,087,523

(31,984,901)

§ m3,696

The largest port¡on of the Municipality's net posit¡on reflects ils ¡nvestment in cap¡tal assets (e.9. land, build¡ngs, inlrastructure,

machinery and equ¡pment), less any related debt used to acquire those assets still outstanding. These capital assets are used

to provide serv¡ces to citizens; consequently these assels are not available lor future spending. lt should also be noted that the

resources rEuired to repay the related debt must be provided from olher sources, s¡nce the capital assets themselves cannot

be used to l¡qu¡date these liabilities. An additional portion of the Munic¡pality's net posilion represents resources that are subject

to extemal restrictions on how they may be used. Total net posit¡on of the Municipality's govemmental activities were $489,870.

The unrestricted def¡cit was $33,002,9¿t0 at June 30, 2015, a decrease of $313,826 from prior year, as Iestated.

GOVERNI¡IENTAL ACTIVITIES

Govemmenlal activ¡t¡es decreased the Municipality's net pos¡tion. Key elements of this decrease are as follows: the

Municipality's govemmental activities had net expenses of $12,116,135. However, these services are ¡ntended to be primarily

funded by taxes, as opposed to charges for services and grants, and those taxes and other general revenues did not covered

net expenses and there was a net change of $313,826. ln add¡t¡on, 2015 revenues increased $1,957,058 in comparison with

20'14 revenues. ln the other hand expenses increased $3,632,806 in comparison to 2014 expenses.



COi,IMONWEALTH OF PUEBTO RICO

MUNICIPALIW OF SABANA GRANDE

MANAGEMENT'S DTSCUSSTON AND ANALYSTS (CONTTNUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

GOVERT¡ilENT-W|DE FtNANC|AL ANALYSTS (CoNnilUED)

GOVERNMEiTÍAL ACnVmES (CoNTTNUED)

Table 2 presents the cost ol eaóh of the Municipality's largest programs.

Table 2

statement ol Act¡Yilies

Revenues
Grants and conlribulions

General revenues:
Property taxes
Volume of bus¡ness taxes

Sales taxes
lntergovemmental

Rent
Construction Excise Taxes

Miscellaneous
Charges lor serv¡ces

Total revenues

Expenses
Mayor and municipal leg¡slature

General government

Public safety
Public works

Cufture and recrealion

Health and sanitation
Human services and vvelfare

Urban development
Education
lnterest on long-term debts

Total expenses

Changes ¡n net posit¡on

Nei posit¡on - beg¡nn¡ng

lht position - ending

2015

$ 12,312,393

2,559,386
1,110,965

1,339,617
6,171,854

82,438
62,749

475,300

2,783,747

26,898,¿149

2,799,791
4,183,559

483,M4
3,580,219

646,038
2,910,695

3,215,507
1,159,175
7,766,967

467,280

27,212,275

(313,826)

8m,696

s ¡89,870

m14

$ 10,404,315

2,631,891

1,142,498
1,305,113

6,282,670
84,335

408,105
474,382

2,208,082

24,941,391

2,479,546

3,583,325
495,697

2,905,566
561,101

2,615,536
2,928,107
1,089,682

6,415,194
505,715

23,579,469

1,361,922
(558,226)

s 803,696

GOVERNMENT FUND FINANCIAL ANALYSIS

As noted earlier, the Munic¡pal¡ty uses fund accounting to ensure and demonstrate compliance with f¡nance-related legal

requifemenls.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT',S DTSCUSSToN AND ANALYSTS (CoNTINUED)

FOB THE FISCAL YEAR ENDED JUNE 30, 2015

GOVEBNMENT FUND FINANCIAL ANALYSIS (CONTINUED)

Table 3

Balance Sheet

Assets:

Total assets - Major Funds

Total assets - Other Funds

Combined total assets

Liabilities:
Total liabil¡t¡es - Malor Funds

Total liabilities - Other Funds

Combined total liabilities

Deferred lnflows ol Resources:

Total Defered lnllows - Major Funds

Total Deferred lnllows - Other Funds

Combined total deferred inflows of resources

Fund Balances:

Restricted

Unassigned

Combined total lund balances

Toial liab¡l¡t¡es and lund balances

2015

I 10,102,968
2,092,915

12,195,8&i

5,271,208
631,034

5,902,242

161,228
172,026

333,254

8,888,186

12,927,7991

5,960,387

§ 12,195,88i1

2014

§ 10,319,281

1,870,496

12,189,m

4,753,781
617,375

5,371,156

181,976

181,976

9,675,037
(3,038,392)

6,636,645

$ 12,.l89,7n

Table 4

Chanqes in Fund Balances

Revenues:

Total revenues - Major Funds

Total revenues - Other Funds

Combined total revenues

Expenditures:
Tolal expenditures - Major Funds

Tota¡ expend¡tures - Other Funds

Combined total expenditures

Excess of revenues over (expenditures)

Other linanc¡ng sources (uses):

Transfer - ln

Transfer - Out

Combined other financing sources (uses), net

Net changes in lund balance

Fund Balance - beginning

Fund Balance - ending

(676,258) (764,523)

6,636,645 7,401,168

$ 5,960,387 $ 6,636,815

2015

$ 18,557,146

8,314,125

26,871,27'l

19,918,035
7,629,494

27 ,547,529

(676,258)

994,464
(994,464)

2014

$ 17,889,391

7 ,088,207

24,977,598

18,955,152

6,786,969

25,742,121

t\764,523\

945,515
(e45,515)



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GBANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, M15

GOVEHNi,IENTAL FUNDS

The locus ol the Municipal¡tt's govemmental lunds is to provide ¡nlomation on near-term inflows, oufllows, and balances of

spendable resources. Such information is useful in assessing the Municipality's f¡nancing requirements. ln particular, unreserved

fund balance may serve as a useful measure ol a govemment's net resources available for spending at the end ol its fiscal year.

At June 30, 2015, the Municipal¡ty's govemmental funds reported combined ending fund balances of $5,960,387, a decrease of

$676,258 Írom the prior year.

The Municipality has an unassigned fund defic¡t ol $2,927,799 in ils General Fund. The remainder of the balance ¡s restricted to

¡nd¡cate that ¡t ¡s not available lor new spending because ¡t has already been segregated; (a) to pay debt seru¡ce ($601,286) and

(b) for other restricted purposes ($8,286,900).

BUDGETARY HIGHLIGHTS

Budget and aclual comparison schedules are provided in the Basic Financial Statements for the General Fund. The Budgetary

Comparison Schedule of the General Fund shows the orig¡nal adopted budgets, the l¡nal rev¡sed budget, actual results, and

variance between the f¡nal budget and actual results for the general and maior special revenue funds.

After the original budget is approved, ¡t may be revised lor a variety of reasons such as unloreseen circumslances and other

unanticipated revenues. Differences between the original 2014 budget and the final amended budget for the General Fund were

relatively minor and can be summarized as follows:

.! The original budget was amended to increase expenditures between expenditures accounts.

CAPITAL ASSETS AND DEBT ADMINISTRATION

The Municipality's inveslment ¡n capital assets for ¡ts govemmental h/pe activities as of June 30, 2015 amounted to $31,699,624
(net of accumulaled depreciation). Th¡s investment ¡n cap¡tal assets includes land, buildings, improvements, mach¡nery and

equipment, paks, roads, h¡ghways, and bridges. The total increase in the Municipality's investment in cap¡tal assets for the

cunent fiscal year was $1,722,n 1. Additions during the f¡scal year was princ¡pally for building conskuction, purchase of new

vehicles and machinery and equipmenl, necessary to prov¡des services to our c¡t¡zens. Table 5 present the major classes ol

cap¡tal assets.

Table 5
Capital Assels

Construction in progress

Land
Buildings

lnfrastructure
Machinery and equipment

Motor veh¡cles

Total Assets

$ 1,505,124

2,371,028
'17,419,¿85

9,598,411
388,149
417.4n

$1L099.02t



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

LONG.TERM DEBT

At June 30, 2015 the Municipal¡ty had a lotal of $38,288,370 in general obligat¡ons, net pension liability and others outstanding

debts, as shown in Table 6. Ol this amount, $8,396,000 comprises debt backed by the full laith, $26,841,846 corresponds to the

net pension liability and credit of the govemment and $3,050,524 is other obligations.

Table 6
Lonq Term D,ebts

General obligations

Net Pension Liab¡lity

O(hers

Tolal Long Term Debts

$ 8,396,000

26,841,846

3.050,524

$10¿88320

The Municipality is required to limit the amount of general obligation debt to 10% of the total assessment of property located

within the Municipality in order lor the bonds to be repaid with the proceeds of property taxes restricted for debt services. Other

obligations include accrued vacation and sick leave and advances ol property taxes. More deta¡led ¡nformation about the

Municipality's long{erm liabilities ¡s presented in the notes to ihe financial statements. The Municipali§ continues to meet ¡ts

financial needs through prudent use of ils revenues and creative debt financing programs.

Pension Obligation

During the fiscal year 2014-2015, the Municipality has adopted the GASB 68, Accounting and Repofting ror Pensions. This

statement replaces GASB 27, Accounting for Pesions by State and Local Govemments and requ¡res that an employer report a

net pension liability and related changes in the net pension liab¡l¡ty, ¡nstead of a net pension obligation.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

Local, national and ¡ntemational econom¡c factors influence the Municipalrty's revenues. Positive economic growth is correlated

with increased revenues from property taxes, volume of business taxes, sales taxes, charges for services, as well as state and

federal grants. Econom¡c growth in the local economy may be measured by a variety of ind¡cators such as employment growth,

unemployment, new construct¡on, assessed valuation, and other revenues.

All ol these factors were considered in preparing the Municipality's budget lor the 2015 fiscal year. Some cost reductions helped

fund improvements of ex¡st¡ng facilities, public salety and works, economic development initiatives and human service

improvements.

REOUESTS FOR INFORIIATION

Th¡s f¡nancial report is designed to provide a general overview of the Municipality's finances for all those with an ¡nterest ¡n the

govemment's finances. Questions conceming any ol the information provided in th¡s report or requests for additional information

contact the Municipalitt's Finance Department at (787) 873-2060.
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COITIIONWEALÍH OF PUERTO RICO

UI{IOPALITY OF SABAI{A GRATDE

STATETENT OF ]{ET POSTNON

JürE 30, mls

ASSEfS

Cash and ln\€stments

C€sh wilh Frscal Agent

Receivables (net):

. 
Property Taxes

Sales Taxes

lnlergovemmenlal

Federal Grants

Ohers

Cadlal Assets:

Properly, Plar a,ld Equiprnent

Accumulated D€preciatbn

Total Cadtal Assets

TOTAL ASSEÍS

DEFERRED OUIFLOWS OF RESOURCE$ PENSION

LIAAUnES

Accounb Payable arx, Accrued Expeise

Bonds Payable

Accrued lnlerest

Due to Govemmer[al Un¡ts

Uneamed Bevenues:

volume of Bus¡n€ss Tar

Loog'Tem Uab¡lilies:

Due within One Year

Dr.¡e in More than One Year

Total L¡rb¡liüca

DEFERRED INFLOWS OF RESOURCES

Federal Granb

P6nsion

Total Oltrrld lnflows ol B.rourca3

r{ET PO$nO
lnvested ¡n Capilal Ass€ls, Net oi Belated Debl

Restricted lor
Debt Service

Olhers PuDoses

Unrestricred (Deñcit)

TOTAL NET POSITION

Govemmcntrl
Ac,tiviti€.

§ s,314,255

2,956,887

40,447

45,«|2

M,976
1,18,302

164, t 16

9,11,3'15

,16,646,073

f 4,9i16,449)

31.699.62¡l

¡o,85:l,9ll9

f ,«t5,85r

859,7/6

453,000

170,442

651,878

725,578

1,294,U1

36,994,029

41,1¡lg,gil

306,076

214,M
52{r,876

26,272,O24

601,286

6,619,500

(33,002,940)

¡ rc0,870

See accompanying ¡,lotes lo Bas¡c F¡nanci¡f Statemenls.



Funcliona/Frograms

COTITIONWEALI}I OF PUER|ÍO BI@

IUNIqPAUTY OF SABAM GRA}IDE

STAIEUEI{T OF ACÍIVITIES

FOR IüE FISCAT YEAR ENf'ED JUNE 30, 2O.I 5

Prooram Bevénuo§

0perá¡ng

Chargs Granls and

lorseflic¿B Corúibulions

Cepital

Grants and Nef (Elpense)

Conlrih¡t¡om RevenueErpomos

Gov€nmental Acl¡vilies:

Mayor and Municipal Legislature

Genefal Govemment

Public Safety

Publ¡c Works

Culture and Recreation

Health and Sanitation

Human Services and welfare

Urban Darelogment

Educaüon

lnterest on LongFTem Debt

Total Govlmmenld Aclivilic6

$ (2,799,791)

(3,978,790)

(483,044)

(3,291,185)

(530,349)

(389,278)

(r,s34,929)

1,153,537

2M,974

(467,280)

(r2,116,135)

2,7W,791

4,183,559

483,044

3,580,219

646,038

2,910,695

3,215,507

1,159, t75

7,766,967

4$7,2W

M;7:9

54,289

2,521,4_17

3,272

289,034

61'T

1,680,578

7.968,669

2,312,712

27,212275 | 2,78,747 ¡ 9,999,681 a 2,312,712

General Bevenues:

Taxes:

Property, levied for Geneml Purposes

Properly, levied for Debt Services

Volume ol Bus¡ness

Sales Tares

lnlergovemmental

Benl

Con§ruclion Excise Taxes

M¡scellaneous

Tohl General Revenues

cHAt{GE tr{ l{Er Posfrofil

Net Position - Beginning ol Year

NEf POSMO$ END OF YEAR

1,929,562

629,824

1,110,965

1,339,617

6,t71,854

82,4|8

62,749

475,300

11,802,$9

(313,826)

803,696

s 489,rr0

See accoÍpanying l,¡oles lo Basb Fimncial Slatemenh.
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COiIITONWEALTTI OF PUERTO RICO
i,UNICIPALITY OF SABANA GRANOE

BALANCE SHEET - GOVERNMENTAL FUNDS
Jun.30,2O15

H6ed Strrl

$ 445,534
598

27,174
45.332

347,476

243,432

s 1,129,950 I 170,536 ¡ 3,S91,220 a 1,742,520 S 1,844,015 S 1,224,r2A a 2,0s2,9',15 S 12,105,843

Loanr
C.plt.l D.bl

S.rvlc.
state

A..lgnm.nt
Funal

otha. Total
Govammantal Govammantal

Fund¡ Fuñd.

ASSETS

Cash and lnveslm€nl§
Cash w¡th Flscal ag6nl

Prop6dy T$(s§
Sal6s fex
lnl€rgov€rnmenlel
Fsd6ralGranls
Du€ from Olh€r Funcls
Olh€rB

TOTAL ASSETS

LIABILIfIES, DEFEFRED INFLOWS OF
OF RESOURCES A}IO FUND BALANCE
L¡abilili6s

Accounls Payabl€ and Accru€d Expens6s
Bonds añd Nol6s Payable

ou€ to Govsmmeñtd units
Dua to oth€f Funds
uñ€amed R6v6nue9:

Volume ol Buslñe8s Ta,(

Tolal Liablllll6s

Deferred lnllows of R6aourc€s
Unavallabl€ B€vsnuoa:

Prop€rly faxeg
F€doral Grants

TotatLiabitittsa Dsfered tnflows o, Resourcos

R€slñct6d
Una$ignsd
Total Fund 8alanc03
TOTAL LIABILITIES, DEFERRED INFLOWS
OF ñESOURCES ANO FUND BALANCES

$ 362.5-22

651.874
2,249,995

725,574
4,O29,973

$ r7o,535 $ 3,0A9,769 § §
- 1,742,520

5,3't4.255
2,956,Aa7

40,447
45,332

444,976
148,302

3,041,564
164,1 16

$ a59,776
453,OOO

170,442
651,474

3.041,564

725,574

$ 36,4a5 s 59,564

,u,áu"

§ ss,15r

,r,"u,

.-

ar',,"r"

6 346,054

2A4.9aO

1.112,561
2,310 1,211,459

13,269

:

$-
453,OOO

170,4-42

495,a56 S

117,500
148,302

1.167,14'l
164,1't 6

36,4a5 a4,616 75,120 421,572 623,442 A31,034 5,902,242

27,174
134,O50
134.O50

- 27,178
172.026 300,076
172,026 333,25427.174

594
12,927,799)
12,927,2O1)

$ 1,120,950

3,906,604 1.667,400 1,422,443 r,289,855601,286 4,488,146
12.927,7991

3,906,604 1,667,400 1,422,443 601,286 1,249,855 5.960,387

$ 2,092.915 $ 't2.195.a83

See accorñpánylng Nol6a lo Bag¡c Financial Siatem€nls.

s t70,535 I 3,991,220 t 1,742,520 ¡ 1,A44,0',t5 6 1,224,72A
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COMfTIONWEALTH OF PUERTO RICO
r|UNICIPALITY OF SAAANA GRANOE

STATETTENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE - GOVERNiiEÍ{TAL FUNDS
FOR THE FISCAL YEAR ENDEDJUNE «),2OI5

Gancral
9lrl.

Hord Stari A.algnmañl
Fund Fund Fuñd

$-

C.pll.l

Fuñd

s-

Olhar
Govcrñmantal

fol!l
Govamñanial

D.bl
Sarvlca

REVENUE9

Sal€a Tax€a
Volumo ol Bualnoas Tax€s
Fed€ral 436¡slance§
lnt6rgov€rnmenlal
Conalructlon Exc¡a6 Taxes

Chargo8 lor S€rvicss
Mlacellan€ous

EXPENDITURES

Cur6ntl
Mayor and Muñlclpal L€g¡slatur€
GBnsral Govemment
Publlc Sal6ly

Culturs and Rscreallon
Hsállh and Sanllallon
Human Sorvlcea and wallara
Urban D€v6lopm6nt
Educallon

Debl Serylcei
Plnclpal
l¡ter€sl and Olhsr Chargss
fotál Expanditur€s

E¡ces3 (dellcl6ncy) of r€vanuss over (undor)

OTTIER FINANCING SOURCES (USES)
Tranalera - ln
Tranalera - Oul
Total Oiher Flnancing Sourcss end Uses
Nsl Chenge ln Fund Balances

Funcl Balanco - Beglnnlng
Fuñd B¡lancaa - Endlng

1,902,384
1,269,067
1,11O,965

6,171,454
62,749
82,434

475,3o0

-J!l3l5r-

2,794,W
3,364,417

351,811
2,615,375

357,530
331,309

1,333,921

'.$

4.766,O98

§ 629,824
70,550

..

5, t04,aa1
621,1-43

2.519,lto9
64,192

4,3r4,125

40,094

57,971
79,4s6

2,493,451
1,579,501

378,118
3,OOO,A69

s 2,532.2OA
1,339,617
1,110,965
9,870,979
8,4O4.914

62,749
42,434

2,5r9,909
543,492

26,47 t,271

2,794,306
3,404,5t5

417,902
3,390,714

462,214
2,454,464
3,O17,933
2,205,226
7,766,967

762,OOO

467,2&
27,547,529

(676,254)

994,464
(994,464)

2,O13,649 2,28

4,766,094 2.013,649 2,264 7@,374

34,192

66,061
717,364

25,232
33,704

104,511
1,254,414 534,500

11,Í44,669

(73,912)

4,766,O94

4.766,O94

259,'144
(324,639)

(65,495)
(r39,407)

762,OOO

467,2tlo
1,229,2(10_ry:.2e6_

(1A7,647)

349,t93

7,6.29,494

644,63r

1A.OOO

(443.92r)
(465,92r)
214,710

534,500 34,192

(s38,5oo) (31.92¿l)

- 51,475

(528,906)

316,652

3t6,652
1212,2s4t (o7e,258)

(18,OOO) (13r,016) (36,888)
331,193 (131,016) 14,587

_______ll9É19_ (66s,s16) _W!
e,7a7,7941 ______9199,09 2,336,916 1,439,780 ar3,s4o 1,O71,14s 6,636,645

$ (2,927,2011 S-§3,'06,A04§1,667,40()11,422,443$601,284$1,249,as5 I 5,030,387

5€6 accompany¡ng Notes lo Basic F¡nanclal Slal€ñeñis.
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C0MIiIONWEALTH 0F PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Total Fund Balances - Govemmental

Amounts reported for Governmental Activit¡es in the Statement of Net Position are different because:

Capital Assets used in govemmental acliv¡lies are not f¡nancial resources and therefore are

not reported ¡n the runds. ln the current period, these amounls are:

Capital Assets........ $ 46,646,073

Accumulated Deoreciation........... (14.946.449)

Total Cap¡tal Assets

Amounls presented in the Statement of Net Position, but not in Fund Balances due to

different bas¡s of accounting:

Defened outflows of resources related to pensi0n.................. 1,305,851

Deferred inflows of resources related to pensi0n.................... f214,800)

T0ta1.......................

Some liabilities are not due and payable ¡n the current period and therelore are not reported

in the funds. Those l¡ab¡lit¡es cons¡st ol:

General Bonds and Notes Payable........ (8,396,000)

Compensated Absences....................... (1,933,518)

Propefi Tax Debt - Law 42 ................... (319,053)

Property Tax Debt - Law 146 ................. (24,689)

Property Tax Debt - 2013-2014 Final Sett|ement.................... (107,861)

State Health lnsurance Administrat¡0n....................... (665,403)

Net Pension 1iabi1ity................... (26.841.846)

Total Long-Term Liab¡|ities.............

Total Net Position of Govemmenhl Acl¡v¡tie§

$ s,960,387

31,699,624

f,091,051

(38.288.370)

§____4E9nZ0

See accompanying Notes to Basic F¡nanc¡al Statements.
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ColilliloNWEALTH OF PUERTO RICO

MUNICIPALIW OF SAEANA GRANDE

RECONCILIATION OF THE STATEIIENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEi'ENT OF ACNV|TES

FOB THE FISCAL YEAB ENDED JUNE 30, 2015

Net Change in Fund Balance - Total Govemmental Funds....................

Amounts reported for Govemmenlal Activilies in the Statemenl of Activities
are different because:

Governmenlal funds report cap¡tal outlays as expenditures. However, in the Statement of
Activities the cost ol those assels ¡s allocated over theh est¡mated useful lives and reported
as depreciation expense. ln the current period, these amounts are:

Uóan Development and Cap¡tal Outlay $1,722,n1
(1,048.305)

§ (676,258)

674,466

27,178

762,000

11.101 ,212)

i_1313@6)

Depreciation Expense.......
Excess of Capital Outlay over Depreciation Expense.......................

Revenues in the Stalement of Activities that do nol provide cunent financial resources are
not reported as revenues in the funds ...

Hepayment of debt proceeds principal is expenditure in the govemmental funG, but the repayment
reduces Lon¡Term Liabilities in the Statement of Net Posit¡on. ln the current year the
repayments were. ..

Some expenses reported ¡n the Statement ol Activit¡es do not require the use of cunenl
financial resources and therefore are nol reported as expend¡tures in govemmental lunds.
These activities consist of:

Decrease in Compensated Absences... 36,634
Decrease in Propedy Tax Debt - Law 42................. .10,326

Decrease in Property Tax Debt - Law 146............... 1,452
lncrease in Employer Pension Costs..................... (1.149.674)

Total Net Change in Expenditures

Change in Net Position of Govemmental Act¡v¡ties

See accompanying Notes to Basic Financ¡al Statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Munic¡pal¡ty ol Sabana Grande, Puerto Rico (Municipality) was founded in the year 1813, and operates as a govemmental

un¡t of the Commonwealth ol Puelo Hico, under the Law Number 81 ol August 30, 1991, known as "Autonomy Municipalities

Law ol the Commonwealth of Puerto Rico'. The govemmental system ol the Municipality is composed of the executive and

legislal¡ve bod¡es. The Mayor is the Chief Executive Officer and is elected every four years in the general elections of the
Commonwealth of Puerto Rico. The legislative body consists of lourteen Legislators also elected in the general elections of
Puerto Bico for a four-year period.

The Municipality provides services such as: health, public works, sanitat¡on, aids and serv¡ces to low-income and elderly
c¡t¡zens, publ¡c safety, housing and urban development, culture and recreat¡on, planning, zoning and other general and

adminislrative serv¡ces.

The accounting pol¡c¡es ol the Munic¡pality conform to account¡ng princ¡ples generally accepted ¡n the United States ol America

as applicable to govemmental units. The follow¡ng ¡s a summary of the more sign¡licant policies.

The accompanying basic financial statements of the Mun¡cipality have been prepared in conlorm¡ty with accounting principles

generally accepted in the United Stales of America (GMP) as prescribed by the Govemmental Accounting Standards Board
(GASB). The GASB is the standard-sett¡ng body for govemmental accounting and financial reporting. The GASB periodically

updates ¡ts codification of the existing Governmental Accounting and Financial Reporting Standards wh¡ch, along with

subsequent GASB pronouncements (Statements and lnterpretations) constitutes GMP for governmental units.

ln June 1999, the GASB issued Statement Number 34, Basic Financial Statements-and Management's Discussion and
Analysis+ot State and Local Govemmenfs. This statement establishes new financial reporting requ¡rements lor state and local
govemments. The Mun¡c¡pal¡ty adopted the provisions of GASBS No. 34 as well as other statements referred to bellow as of
July 1 , 2004. They requ¡re new information and restructure much of the informat¡on that govemments have presented ¡n the
past.

As previously mentioned, other GASB Stalements and lnterpretat¡ons were required to be ¡mplemented in conjunction with

GASBS No. 34. Therefore, the Municipal¡ty has implemented the lollowing GASB Statements in the fiscal year 2003-2004:

GASBS No. 37, Basic Financial Statements-and ManagemenlS Dlscussion and Analysislor State and Local Govemments:
Omnibug GASBS No. 38, Cerfa,h Financial Statement Note Disclosures, GASB No. 41, Budgetaty Compaison Schedules -
Perspective Differences, and GASB lnterpretation No.6, Recognitbn and Measurement ot Certain Liabilities and Expenditures
in Govemmental Fund Financial Statements.

The accompanying basic f¡nanc¡al stalements present the financial position and lhe results ol operations of the Municipali§ and

its various funds and lund types, and the cash llows of the proprietary funds. The basic linancial statements are presented as of
June 30, 2015, and for the fiscal year then ended. The more significant of these accounting policies are described below and,

where appropriate, subsequent pronouncements will be referenced.
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COMi¡IONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

A. Financial Report¡ng Entity

The accompanying basic financial statements include all departments and organizations units whose funds are under the
custody and control of the Mun¡c¡pality. ln evaluating the Municipality as a reporting entity, management has addressed all the
potential component un¡ts. The decision to include a potential component unil in the report¡ng ent¡ty was made by apply¡ng the
provisions of GASBS No. 14.

The basic criteria for ¡ncluding a potential component unit within the report¡ng ent¡ty ¡s ¡f potent¡al component un¡ts are financ¡ally

accountable and other organ¡zal¡ons lor which the nature and significance of their relationship with the entity are such that
exclusion would cause the Municipality's financial statements to be m¡sleading or ¡ncomplete. The GASB has set forth criteria to
be considered in determ¡ning financial accountab¡lity. These criteria include appo¡nt¡ng a voting majority of an organization's
goveming body and (1) abil¡ty ol the Municipality to impose its will on that organization or (2) the potenl¡al lor the organization to
provide specific financ¡al benefits to, or impose specific financial burdens on the Municipality.

The relative imporiance of each criledon must be evaluated in light of specific circumstances in order to determine which
components units are to be included as part of the report¡ng entity. Our specific evaluat¡ons of the cr¡teria appl¡cable to the
Municipality indicate no organ¡zations meet the criteria to be ¡ncluded as component units. Accordingly, these basic financial
statements present only the Munic¡pal¡ty as the report¡ng entity.

These financial statemenls present the respeclive financial position of the governmental activities, each major fund, and the
aggregate remaining lund information ol the Municipali§, as of June 30, 2015, and the respective changes in linancial position,

where applicable, thereol lor lhe fiscal year then ended.

B. Measurement Focus and Basis ol Accounting

Govemment-l{ide F¡nanc¡al Statements

The govemment-wide financial stalements (the Statement ol Net Posit¡on and the Statement of Activities) are reported using the
economic resources measuremenl locus and the accrual basis of account¡ng. Flevenue is recorded when eamed and expenses
are recorded when a liability is incuned, regardless of the timing of related cash flows. Grant and similar items are recogn¡zed

as revenue as soon as alleligibility requirements have been met.

Govemmental Fund Financial Statements

The govemmental lund linancial statements are reported us¡ng the current f¡nanc¡al resources measurement focus and the
modified accrual basis of accounting. Revenues are recorded when suscept¡ble to accrual; as soon as it is both measurable and
available. "Available" means collectible within the current period or soon enough thereafter, normally within s¡xty (60) days, to be
used to pay liab¡l¡t¡es of the cunent period. Expenditures are generally recognized when the related liab¡l¡ty ¡s ¡ncurred.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEi'ENTS (CONTINUED)

NoTE 1 - SUMMARY OF S|GN|F|CANT ACCOUNTTNG PoLICIES (CoNTINUED)

B. Measurement Focus and Basis of Accounting (Continued)

The except¡on to this general rule ¡s the princ¡pal and interest on general obligation long-term debt and compensated absences,

if any, are recognized when due.

ln applying the'susceptible to accrual" concept to intergovemmental revenues (federal grants) pursuant to GASBS No. 33,

Accounting and Financial Reporting for Nonexchange Iransacf¡ons (the Municipality may acl as either provider or recipient), the
provider should recognize liabilities and expenses and the recip¡ent should recognize receivables and revenue when lhe

applicable eligibility requirements including time requirements, are mel. Resources transmitted belore the eligib¡l¡ty requiremenls

are met should, under most circumstances, be reported as advances by the provider and defened revenue by the recipient.

There are essentially two types of revenue. For some granls, funds must be expended by the Municipality on the specific

purpose or project before any amounts will be reimbursed. Revenue is, therelore, recognized as expenditures are incurred to

lhe extent available. For the olher revenue, moneys are virtually unrestricted and are generally revocable only for failure lo

comply with prescr¡b€d compliance requ¡rements. These resources are reflected as revenue at the t¡me of receipt or earlier if

the suscept¡ble to accrual cr¡teria is met.

Expenditures are generally recorded when a l¡ability is incurred, as under accrual accounting. Mod¡f¡cat¡ons to the accrual basis

ol accounting include the lollowing:

* Employee's vesled annual vacat¡on and sick leave is recorded as expenditure when utilized. The amounl of accumulated

annual vacation and sick leave unpaid at June 30, 2015, has been reported only in the govemment-wide financial

slatements.
* Principal and interest on bonds and notes payable are recorded when they mature (when payment is due), except for

principal and interest due in July I of the lollowing fiscal year, wh¡ch are recorded when resources are available ¡n the debt

service fund (generally June 30).

* Obligation under capital leases, amount subject to claims and judgements under l¡t¡gation and other long{erm obligations

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

* Accounts payable and accrued liabil¡ties not expected to be liquidated w¡th ava¡lable and expendable l¡nanc¡al resources are

recorded ¡n the accompanying statement of net position but nol ¡n the govemmental funds.

C. FinancialStatementPresentat¡on

The basic f¡nancial statements include both governmenl-wide (based on the Mun¡c¡pality as a whole) and fund financial

statements. Wh¡le the previous linancial reporting model emphasized lund types (the total ol all funds of a part¡cular type), ¡n the

new financial model the locus is on e¡ther the Mun¡c¡pality as a whole, or major individual funds (within the bas¡c financ¡al

statemenls). Both the governmenlwide and fund financ¡al slatements (within the basic financial statements) categorize primary

acl¡v¡ties as either govemmental or business type.

Govemment-Wide F¡nancial Slatements

The govemment-wide financial statements (the Statement of Net Pos¡t¡on and the Statement of Activities) report ¡nformation ol

allthe act¡v¡t¡es of the Munic¡pality. For most part, the effect of interfund activ y has been removed from these govemment-wide

financial slatements. Govemmenlal activ¡t¡es, which normally are supported by taxes and intergovemmental revenues, are

reporled separately from bus¡ness-type activities, which rely to a signil¡cant extent on lees and charges for support.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEi'ENTS (CONTINUED)

NOTE f - SUMMARY OF S|GN|FTCANT ACCoUNTING POLICIES (CONTINUED)

C. FinancialSlatementPresentat¡on(Continued)

The focus of the Statement of Net Posit¡on ¡s des¡gned to be s¡milar to bottom line results for the Mun¡c¡pal¡ty and ¡ts

governmental activities. This statement, for the f¡rst trme, combines and consolidates govemmental fund's cunent financial

resources (short-term expendable resources) with capital assets and long-term obligations.

The Statemenl of Net Posit¡on presents the report¡ng entit¡es' assels and liabilities, with the d¡fference reporled as net position.

Net posit¡on are reported ¡n three categories:

* lnvested in Capilal Assets. Nel of Belated Debt - These consists of capital assets, net of accumulated deprec¡at¡on and

amort¡zat¡on, and reduced by outstanding balances for bonds, notes, and other debt that are attribuled to the acquisition,

construction, or ¡mprovement of those assets.

* Restricted Net Pos¡tion - These results when conslra¡nts are placed on net pos¡tion use, which can be either extemally

imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional provisions or enabling

legislation.

* Unrestricted Net Position - These consists ol net posit¡on wh¡ch do not meet the def¡n¡t¡on of the two preceding

categories. Unrestricted net posit¡on often are designated, to indicate that management does not cons¡der them to be

ava¡lable for general operat¡ons. Unrestricted net pos¡tion oflen have constra¡nts on resources that are ¡mposed by

management, but can be removed or modified.

When both restncted and unrestricted resources are available for use, generally ¡t ¡s the Mun¡c¡pal¡ty's policy to use restricted

resources first, then the unrestricted resources as they are needed.

The Statemenl of Act¡vit¡es is focused on both the gross and net costs per functional category. The slalement reduces gross

expenses (including depreciation) by related program revenues, operating and capital grants. Th¡s ¡s intended to summarize and

s¡mpl¡fy the use/s analysis ol cost ol var¡ous govemmental services.

Govemmental Fund Financial Statements

The fund financial statements (the Balance Sheet and the Statement ol Revenues, Expenditures, and Changes in Fund

Balances) are, in subslance, very similar to the financ¡al statements presenled ¡n the previous financial reporting model.

Emphasis here is on the major funds in the govemmental category. Non-major funds are summarized into a single column.

Trad¡t¡onal users of govemmental financial statements w¡ll find the Fund Financial Statements presentation more familiar. The

locus is on Major Funds, rather than the prev¡ous financial model's fund types. The Governmental Major Fund Statements are

presenled on current financial resources and modified accrual basis of accounting.

Th¡s ¡s the manner in which these funds are normally budgeted. This presentation deemed most appropriate lo (a) demonstrate

legal and covenanl compl¡ance, (b) demonstrate the source and use of l¡quid resources, and (c) demonstrate how the

Mun¡c¡pal¡tys actual experience conlorms to the budgeted fiscal plan.

Since lhe govemmental fund statements are presenled ¡n a dilferent measurement focus and bas¡s of accounting than the
government-w¡de statements, reconciliation is presented and a separate explanation for each d¡fferences.
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NOTE 1 - SUMMARY OF StGNtF|CANT ACCOUNTING POLICIES (CONTINUED)

C. Finanbial Statement Presentation (Continued)

The Municipality reporls its financ¡al position (Balance Sheet) and results of operations (Statement of Revenues, Expenditures

and Changes in Fund Balance) in funds, which are considered separale account¡ng entities. The operations ol each fund are

accounted for within a set of self-balancing accounts. Fund account¡ng segregates funds according to their ¡ntended purpose

and is used to aid management in demonstral¡ng compliance with legal, linancial, and contractual provisions.

The new model as del¡ned in GASBS No. 34 established criteria (percentage of the assets, liabilities, revenues, or

expenditures/expenses of either fund category in the govemmental fund) for the determination of major funds. The non-major

funds are combined in a single column in lhe fund financial statements. The Municipality reports the following major fund:

General Fund - This is lhe general operating fund of the Mun¡cipality. lt ¡s used to account lor all financial resources,

except those requ¡red to be accounted for ¡n another fund.

Head Start Fund - This is the fund used to account for all fansact¡ons of the Head Start Program. The objectives to

this program are lo provide comprehensive health, educational, nutritional, social and other developmental services

primarily to econom¡cally d¡sadvantaged pre-school ch¡ldren and inlants and toddlers so that the children will attain

school read¡ness.

State Ass¡onment Fund - Th¡s ¡s the fund used to account for all the transact¡ons of the State Assignment by

Legislature Besolutions. The primarily objectives ot th¡s ass¡gnments are the development of projects on communities,

not-forprolit organ¡zat¡ons and indirect ass¡gnment to persons of low and moderale income.

Loans Fund - Th¡s ¡s the fund used lo account for all financial resources and transact¡ons related to the loans for

construclion purposes and cap¡tal outlays of the Mun¡cipal¡ty, which are financed by loans from the Govemment

Development Bank of Puerto Rico.

Capital Proiects Fund - This is the fund used to account lor all grants and other restricled revenue sources related to

construct¡on projects. The uses and limitations of each capital projects fund are specified by Mun¡cipality ordinances or

federal and state statutes-

D,ebt Service Fund - This is the fund used to account for the accumulat¡on of resources for and the payment of,

general long-term debt princ¡pal, ¡nterest, and related cosis.

D. FinancialReporlingPrcsentat¡on

The accounts of the Mun¡c¡pal¡ty are organized on the basis of lunds, each il wh¡ch is considered a separate accounting entity.

The operations of each lund are accounted for with a separate set of self-balancing accounts that comprise its assels, liab¡l¡t¡es,

fund equity, revenues, and expenditures. Fund types are as lollows:

General Fund - ls the general operating lund ol the Municipality. lt ¡s used to account for all govemmental activity,

except those required to be accounled for in another fund.
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE I - SUlililARY 0F SIGNIFICANT ACCOUNTIt'lG POLICIES (CONTINUED)

D. Financial ReportingPresentation(Continued)

Special Revenue Fund - Local and State Grants - This is the fund used to accounl lor revenues derived from local

funds, state grants or other restr¡cted revenue sources. The uses and limitations of each special revenue fund are

specified by Municipality ordinances or state stalutes.

Soecial Revenue Fund - §ection 8 Voucher Prooram - This is the fund used to accounl for revenues derived from

section 8 cho¡ce voucher program. The uses and l¡m¡tations of each special revenue fund are specified by Municipality

ordinances or lederal and state statutes.

Special Fevenue Fund - Head Start - This is the fund used to account for revenues derived from head start program.

The uses and l¡mitat¡ons of each special revenue fund are specified by Municipality ord¡nances or federal and state

statutes.

Debt Service Fund - This is the fund used to account for the accumulat¡on of resources for and the payment of,

general long{erm debl princ¡pal, ¡nlerest, and related costs.

Capital Proiects Fund - State and Local Grants - This is the fund used to account lor financial resources used lor
the acquisition or construction of major capital facilities. The uses and limitations of each capital proiects fund are

specified by Municipality ordinances or state statutes.

Capital Proiécts Fund - Federal Grants - This is the fund used to account for revenues derived from federal grants

related to capital projects. The uses and limitations of each capital projects fund are specified by Mun¡c¡pal¡ty

ordinances or federal and state statutes.

Spec¡al Bevenue Fund - Federal Grants - Spec¡al Hevenue Funds are used to accounl for revenues derived lrom

federal grants. The uses and limitations of each special revenue fund are specified by Municipality ordinances or

lederal and state statutes.

E. Fund Balances

The Municipality adopted the prov¡sions ol GASB Statemenl No. 34, Fund Balance Repoting and Govemmental Fund Type

Definitions (GASB 54). The lund balances are reported in five categor¡es: 1) Nonspendable, 2) Restricted, 3) Committed, 4)

Assigned and 5) Unassigned.

* Nonspendable - Amounts that cannot be speni because they are: a) not in spendable form or b) legally or contraclually

required to be mainta¡ned intact. Due lo the nature or form ol the resources, they generally cannot be expected to be

converled ¡nto cash or a spendable lorm.

* Restricted - Amounts are reslricted by external parl¡es (creditors, grantors, contr¡butors or laÚ regulations) ol other

govemments or restricted by law through constitutional provisions or enabling legislation.

* Committed - Amounts that can only be used for a spec¡fic purpose pursuant lo constra¡nts imposed by lomal act¡on

(ord¡nances or resolutions) of the Munic¡pality's highest level ol decision making authority (Municipal Legislature). The

fomal action musl occur prior to the end of the reporting period, however, the amount may be determined in the

subsequent period. These are sell-imposed limitations on available resources.
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E. Fund Balances (Continued)

These committed amounls cannot be used for any other purpose unless the govemmenl removes or changes the specified

use by tak¡ng the same level ol act¡on ¡t employed to prev¡ously comm¡t those amounts. These committed amounts would

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

.i. Assioned - Amounts that are constrained by the Municipality's ¡ntent to be used for specil¡c purposes thal are ne¡ther

restricted nor comm¡tted. The intent will be expressed by the Municipal Legislature, the Mayor or by an official to which the

Mun¡c¡pal Legislature delegates authority in conformity wilh the Autonomous Municipalities Law of Puerto Bico.

* Unassiqned - Represent the residual classification for the Municipality's General Fund. Therefore, ¡n order to calculate

unassigned fund balance, total fund balance less nonspendable, restricted, commited and assigned equals unassigned

fund balance. The resulting amounl w¡ll be available for any purpose.

The Munic¡pal¡ty reporls resources constra¡ned to stabil¡zat¡on as a specified purpose (restricted or committed fund balance in

the general fund) only if: 1) such resources meet the other criteria for those classifications, as described above and 2) the

circumslances or condit¡ons lhat signal the need for stabilization are ident¡fied in sufic¡ent deta¡l and are not expected to occur

routinely. However, the Munic¡pality has not entered ¡nto any stabilizationlike anangemenls, nor has sel as¡de material financial

resources lor emergenc¡es and has not eslablished lormal minimum fund balances amounts as of for the f¡scal year ended June

30, 2015.

Al June 30, 2015, the accompanying lund f¡nancial siatements reported fund balances as restricled and unass¡gned.

F. Budgetary Data

The Municipality annually adopts the Budget Resolut¡on lor all operating funds of the Municipality except for certain restr¡cted

accounts of Propr¡etary Funds and Special Revenue Funds. Budgetary control is legally maintained at the fund level. The

budget ¡s prepared using the modified accrual bas¡s ol accounting w¡th encumbrance included as budgetary bas¡s expenditures.

The Municipality's Budget Resolution provides transfer authority ('1) to lhe Mayor and lhe Management and Budget D¡rector,

w¡thin and between departmenls and funds, as long as the total budget of the Municipality (net of interfund transfers) is not

increased; (2) to the Management and Budget D¡rector to implement grant budgets as the grant applications are accepted by

the Mun¡cipality; and (3) to the Management and Budget D¡reclor to amend (re-appropriate) each new yea/s budget, to the

extent of outstanding encumbrances, and/or unexpended proiecugrant appropriat¡ons at year end. Municipality's Legislature

action is required for (1) use ol the budgeted Legislature contingency, and (2) the approval of supplemental appropr¡at¡ons.

During the year, several supplemental appropriations were necessary.

The budget columns (original and final budgets) of the Budgetary Comparison - General Fund rellect the orig¡nal budget and

the amended budget (which have been adjusted for legally authorized revisions of the annual budgets during the year).

Appropriations, except rema¡ning project appropriat¡ons, encumbrances, and unexpended grant appropriations, lapse at the end

of each fiscal year.

Amendments to the budget, including translers, requ¡re the approval of the Municipal Legislature. Unencumbered appropriations

lapse at the end of the nexl fiscal year. The Munic¡palily follows these procedures, in accordance w¡th law, ¡n order to establish

the budgetary data reflected in the basic linancial statemenls:
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F.

1.

NoTE f - SUMMARY OF StGNtF|CANT ACCoUNTING PoLICIES (CONTINUED)

Budgehry Data (Continued)

Prior ol May 3'l of each fiscal year, the Mayor submits lo the Mun¡c¡pal Legislature a proposed budget for the fiscal year

commencing the following July 1 ¡n add¡tion of a budget message;

The budget document is available for public ¡nspect¡on prior to ¡ts approval by the Municipal Legislature;

The Commissioner of Municipal Affairs examines the budget to verify ¡f it complied with the law's standards and sends it to

lhe Mayor for any comments or recommendation before the limited date establ¡shes by the Law;

Prior lo June 13, the annual budget ¡s legally enacted through passage of the annual appropriation ordinance;

lf a budget ¡s not adopled prior to the end of the end of the fiscal year, the annual budget for the preced¡ng fiscal year, as

approved by the Municipal Leg¡slature and the Mayor, ¡s automat¡cally renewed for lhe ensuing fiscal year until a new

budget is approved. This permits the Municipality to cont¡nue mak¡ng payments for its operating and other expenses unt¡l

the new budget ¡s approved;

6. Subsequent lo the enactment of the annual appropriat¡on ordinance, the Municipal Legislature has the authority to make

necessary amendments made during the fiscal year and are reflected in the budget inlormal¡on ¡ncluded ¡n the Budgetary

Comparison Schedule - General Fund;

7. Budgetary data lor the Special Bevenue Fund has nol been presented in the accompanying basic financial statements as

such lunds are budgeted over the life of the respective grant or proiect and not on an annual bas¡s.

Since lhe budgetary basis differs from accounting princ¡ples generally accepted ¡n the Un¡ted States of America (GMP), actual

amounts for the General Fund ¡n the accompanying Budgetary Comparison Schedule, is presented on the budgetary basis to

enhance comparab¡lity.

The principal diferences between the budgetary and GAAP bases are the following:

1. Encumbrances are recorded as expend¡tures under the budgetary basis and as a reserve of fund balances under GMP.

2. The non.exonerated portion of the property lax advances are presented as revenue ¡n the budgelary bas¡s and as other

linancing sources under GAAP.

3. lnlelund fansactions of the General and Special Revenue Funds are not ¡ncluded in the budgetary basis.

4. Certain accrued liabilities and olher debts are not included in the budgetary basis.

5. Certain revenues suscept¡ble to accrual, i.e., both measurable and available, are not included ¡n the budgetary data.

All encumbrance appropriat¡ons ¡n the operat¡ng budget lapse at the end of the fiscal year. Property taxes collected during the

current year by the Mun¡c¡pal Bevenue Collection Center (Fiscal Agent) are presented as revenues ¡n the account¡ng bas¡s bul

are not considered in the budgetary schedule.

The special funds of the Special Bevenue Fund have not been included in lhe budgetary comparison because balances are not

budgeted. Also lhe budget prepared for the Federal Finance Awards Programs included ¡n the Capital Projects and Special

Revenue Funds is based on a program period which is not necessarily a year. Accordingly, it's not pract¡cal to present an

annual comparison of budget lor such programs.

2.

3.

4.

5.
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NoTE 1 - SUMMABY OF STGNTF|CANT ACCoUNTTNG p0LtCtES (CoNT|NUED)

G. Cash, Cash Equivalenl and lnvestmenl

The Director of Finance of the Municipali§ is responsible for investing the available resources in certif¡cates of depos¡t and other
short{erm investments. lnvestments are made from the available combined funds ol the Municipality and, accordingly, it is not
practical to disclose certlicates of deposit and other short-term investments individually by fund in the combined financial
statements. lnterest eamed on certificates of deposit and other shorl{erm ¡nvestments are recognized as revenue in lhe
General Fund. Cash in the Special Bevenue, Debt Serv¡ce and Capital Project Funds are restricted; accordingly, resources
available were not used for pool investments.

Under the laws and regulations of the Commonwealth, public funds deposited by the Municipal¡ty In commercial banks musl be
fully collateral¡zed for the amounts deposited in excess of the federal depository insurance generally provided by the Federal
Depos¡t lnsuance Corporation (FDIC). All securit¡es pledged as collateral are held by agents designáted by the
Commonwealth's Secretary of the Treasury, but not in the Municipality's name.

Cash with f¡scal agent represenls property tax collections retained by the Mun¡cipal Bevenues Collect¡on Center and
undisbursed proceeds of certain bonds, loans or grants wh¡ch are maintained in a cash custodian account by the Govemment
Development Bank of the Commonwealth of Puerto Rico.

Cash balance recognized in the Debt Service Fund is restricted for the paymenl of the Municipality's obligations, and olhem are
restricled for spec¡fic proiects, such as the acquisition or construction of permanent improvements The sinking fund is
maintained by the Governmental Development Bank of Puerto B¡co, agency wh¡ch acls as the insurer and payer of the
Municipality's bonds and notes issued in accordance wilh law.

H. Receivables

Receivable are stated nets of estimated allowances for uncollectible accounts, which are determined upon past collection
experience and current economic conditions. Beceivable from Federal Govemment represents amounts owed to lhe
Municipality for re¡mbursement ol expendilures ¡ncurred pursuant to federally funded programs.

l. lnvenlories

The General, Spec¡al Hevenue and Capital Proiect Funds, purchases office and printing supplies, gasoline, oil and other
expendable supplies held for consumption. The cost of purchases is recorded as expend¡ture in the appropriate fund and the
inventory is not recorded in the basic financ¡al statements.

J. Cap¡talAssets

Property, plant and equipment purchased or acquired ¡s carried at historical cost or eslimated hislorical cost. Contributed assets
are recorded at fair markel value as of the date received. The Municipality's capitalization levels are g5OO on personal properly.
For improvemenls other than buildings, the capital outlay must be greater than $10,000, extend the estimated useful life for ten
years, and be greater than 10'/o of the orig¡nal cost of the assel. Other costs incurred lor repairs and maintenance is expensed
as incurred.
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J. Capital Assets (Continued)

Depreciation on all assets is prov¡ded on the straight-line basis over the following estimaled useful lives:

Capital Assets Yearc

Bu¡ld¡ngs

lmprovement 0lher lhan Buildings 50

Equipment and Fumiture l0
Vehicles 5

Machinery 5-10

lnfrastructure 10-50

K. Long-TermObligations

The liabilities reported in the govemment-wide financial statements included general and special obligation bonds and notes,

and other long{erm liab¡l¡ties, such as vacation, sick leave, long-term liabilities to other govemmental entities.

ln the fund financial statemenls, governmental lund types recognize bond issuances cost, during the current period. The face

amount of debt ¡ssued is reported as other linancing sources, while bond issuance cosls, whelher or not withheld lrom the

actual debt proceeds received, are reporled as expenditures.

L. CompensatedAbsences

The Municipality accrues accumulaled unpa¡d vacat¡on and sick leave and associated employee-related cosls when eamed (or

esi¡mated to be eamed) by the employee. The Municipalitt's employees are granted 30 days ol vacat¡ons and 18 days of sick

leave annually. Vacations may be accumulated up to a maximum ol si§ (60) days and sick leave up to a maximum of n¡nety

(90) days. ln the evenl of employee resignat¡on, the employee is paid for accumulated vacation days up to the maximum

allowed. Separation from employmenl prior to use of all or part of the sick leave terminates all rights for compensat¡on, except

for employees with ten yeans of service who are entitled to s¡ck leave pay up to the maximum allowed. The Municipality accrued

a liability for compensated absences, which meet the following criteria:

1. The Municipality's obligat¡on relating to employee's rights to rece¡ve compensation for future absences is attributable to

employee's services already rendered.

2. The obligation relates to rights that vesl or accumulate.

3. Payment of the compensalion is probable.

4. The amount can be reasonably est¡mated.

ln accordance with the above criteria and requirements as established by GASBS No. 16; lhe Municipality has accrued a liability

for compensated absences, which has been eamed but not taken by Municipality's employees. For the govemment-wide

slatements, the current portion ¡s the amount est¡mated to be used in the lollowing year. For the govemmenlal funds

statemenls, all of the compensated absences are considered long-term and therelore, are not a fund liabili§ and represents a

reconc¡l¡ng item between the fund level and govemment-wide presentations.
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5. NoTE 1 - SUMMARY 0F SIGNIFICANT ACCoUNTING POLICIES (CoNTINUED)

il. lnsurance

The Municipality has insurance coverage for its public facilities, primarily to provide protect¡on from catastrophic losses. Also,

principal officials of the Municipality are covered under var¡ous surety bonds. The Secretary of the Treasury Department ol the

Commonwealth of Puerto Rico is the agent commissioned to place all of the Municipality's ¡nsurance coverage. Conesponding

premiums payable are withheld by the Municipal Revenue Collection Center from quarterly advances of annual property tax and

subsidy send to the Municipality.

N. lnlerfundTransactions

lnterfund transactions are reflected as loans, reimbursements or transfers. Loans are reported as receivables and payables as

appropriate and are subject to elimination upon consolidation. Be¡mbursements occur when one fund incurs a cost, charges the

appropr¡ate benef¡ting fund and reduces its related cosl as a reimbursement. All other interfund transact¡ons are trealed as

transfers. Transfers between governmental or proprietary funds are netted as part of the reconciliation to the govemment'w¡de

columnar presentation. The Municipality has the following §pes of reciprocaland nonreciprocal ¡ntelund act¡vities:

* lnterfund loans - Represent amounts prov¡ded w¡th a requirement lor repayment, which are recorded as'due from'in the

lender governmental fund and'due to" in the borrower govemmental fund. lnterfund receivables, wh¡ch are not cons¡dered

currently available financial resources, are reported as advances. FoI amounls not expected to be collected within a

reasonable period, interfund receivablelpayables are reduced to the estimated realizable value and the amount that ¡s not

expected to be repaid is reported as a transfer from the governmental fund thal made the loan.

.1. lnterfund transfers - Represent flows ol assets (permanent reallocation of financial resources among governmental

lunds) without equivalent flows of assets ¡n return and w¡thoul a requirement for repayment. Transfers are reported as other

financing uses in the governmental lund making lransfers and as other financ¡ng sources in the govemmental fund

rece¡ving transfers.

.:. lnterfund re¡mbursements - Represent repayments from the govemmental fund responsible for particular expend¡tures or

expenses to the governmental fund that ¡n¡t¡ally paid for them.

O. Claims and Judgments

The est¡mated amount of the liability for claims and iudgments, ¡f any, wh¡ch is due on demand, such as from adiud¡cated or

settled claims, is recorded in the General Fund. The Long-Term Liab¡l¡t¡es includes an amount est¡mated as a cont¡ngent l¡ab¡lity

or l¡abilities with a f¡xed or expected due date, which w¡ll require future ava¡lable financial resources for its payment.

P. Use ot Est¡mates

The preparat¡on of the basic f¡nanc¡al statements in conlorm¡ty with account¡ng principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts of assets and

llab¡l¡t¡es and disclosures of contingent assets and liabilities at the date of the bas¡c financial statemenls and the reporled

revenue and expenses dur¡ng the report¡ng period. Aclual result could ditfer from those est¡mates.

0. Accounting for Pens¡on Costs

The Municipality adopted the prov¡s¡ons of GASBS No. 68, Accountrhg and Reporting tor Pensions - an amendment of GASB

Stafernent No. 2Z and GASBS No.71 , Pension Trans¡tion fot Conüibutions Made Subsequent to the Measuremenf Date, which

amended GASBS N0.68.
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0. Account¡ng for Pension Costs (Cont¡nued)

The Municipality accounls lor pension costs from the standpoint of a participant in a multiemployer cosfsharing plan.

Accordingly, the net pens¡on liability, pension expense and defened outflows/inf lows of resources are recognized in the
Municipalily's accompanying basic financial statements and are equal to the Municipality's proportionate shares of the collective
net pension liability, pension expense and collective deferred outflowMnllows of resources reported for the pension plans' trust
by the plan's adminiskator as of the measurement date. ln addition, if the Mun¡c¡pality's annual contnbut¡ons are less than the
statutorily requ¡red amounts, a liability is recorded for any unpaid balances.

For the pupose of applying the requirements of GASBS Nos. 68 and 71, the Commonwealth of Puerto Bico ¡s cons¡dered to be
the sponsor of the Employees' Het¡rement System of the Govemment ol Puerto Rico and ¡ts lnstrumentalities (ERS), a multi-
employer hybrid def¡ned contribution plan ¡n which the employees ol the Mun¡cipality participate. The Mun¡cipal¡ty is considered
a part¡c¡pant, and nol a sponsor, of th¡s ret¡rement system s¡nce the majori§ of the partic¡pants in the alorementioned pension

trust fund are employees ol the Commonwealth of Puerto Rico and the basic financ¡al statements of such retiremenl system are
part of the Commonwealth's f¡nanc¡al report¡ng ent¡ty.

For purposes of measuring the net pens¡on liab¡l¡ty, defened outflowlinflows of resources related to pensions and pension

expense, information about the f¡duc¡ary net position of the ESR plan and addit¡ons to/reducl¡ons lrom the ESB plan's fiduciary
net position have been determ¡ned on the same basis as they are reported by the ESR. For this purpose, benefil payments
(¡ncluding refunds of employee contributions) are tecognized when due and payable in accordance with the benelit terms.
lnveslmenls are reporled al la¡r value.

R. Risk Financing

The Municipality canies commercial insurance to cover casualty, theft, tort claims and other losses. lnsurance policies are
negotiated by the Puerto Hico Treasury Deparlment and costs are allocated among all the Municipalities of Puerto Bico.Cost ol
insurance allocated to the Municipality and deducted lrom the gross property tax collections by the Municipal Bevenue
Collection Center ("CR|M') for the year ended June 30, 2015 amounted to $214,692. The cunent insurance policies have nol
been cancelled or lerm¡naled. The CRIM also deducted $371,417 for workers compensation insurance covering all municipal
employees.

S. Defened Outflowl lnflows

ln add¡tion to assets, the Stalement of Net Position will somet¡mes report a separate section for deferred ouflows of resources.
This separate financial statement element, deferred outflows of resources, represenls a consumption ol net position that appl¡es
to a future period(s) and so w¡ll not be recognized as an outflow ol resources (expense/ expenditure) unt¡l then.

ln addition to liabilities, the Statement ol Financial Pos¡tion will sometimes report a separate section for defened inllows ol
resources. This separale f¡nanc¡al statement elemenl, deferred inflows of resources, represenls an acquisition of net pos¡t¡on

thal applies to a future period(s) and so will not be recogn¡zed as an inflow of resources (revenue) unlil lhat t¡me. The
government has three items that qual¡fy lor reporting in this category:

1. Govemment-mandaled or voluntary non+xchange lransactions received before lhe time requ¡rements have
been met - Federal and state grants received before the beginning of the liscal year to which they perlain are
recognized as defened inflows of resources on both the Balance Sheet of the govemmental funds and in the
govemment-wide Statement of Net Position. The amounts deferred would be recognized as an inflow of resources
(revenue) in the period in which the time requirements are fulfilled.
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S. Defened Outllowd lnflows (Continued)

2. Governmeni.mandated or voluntary non+xchange lransactions received before the t¡me requiremenls have

been met - Federal and state granls received before lhe beginning of the fiscal year to which they pertain are

recognized as defened ¡nflows of resources on both the Balance Sheet of the govemmental funds and in the

government-wide Statement of Nel Position. The amounts deferred would be recognized as an inflow of resources

(revenue) ¡n the period in which the time requirements are fulfilled.

3. Unava¡lable revenue reported under the modified-basis of accounting - Amounts collected or to be collected after

the availability period are recognized as unavailable revenue in the governmental funds Balance Sheet. The amounls

are defened and recognized as an ¡nflow of resources (revenue) in the period that the amounts become ava¡lable.

S¡nce th¡s delerred inllow of resources ¡s the result of the modified-accrual basis of accounting, it ¡s only reported ¡n the

govemmental lund financial slatements.

4. Defened outflowdinflows ol resources related to pensions - Amounts reported for changes in the calculat¡on of the

net pension liability that result from: a) differences between expected and actual experience; b) changes of

assumpt¡ons; c) net d¡fference between projected and actual eamings on pension plan inveslmenls; d) changes in

proportion and difference between Mun¡cipal¡ty's contribut¡ons and proportionate share of contributions; and e)

Mun¡c¡pal¡ty's contr¡butions subsequent to the measurement date.

T. Future Adoption of Account¡ng Pronouncements

The GASB has issued the following accounl¡ng standards that have effective dates after June 30, 2015:

1. GASB Statement No. 72 "Fair Value Measurement and Application." The provisions of th¡s Statement are effective

for fiscal years beginning after June '15, 2015 (fiscal year ended June 30, 2016).

2. GASB Statement No.73 "Accounting and Financial Reporting for Pensions and Related Assets That Are Not

w¡th¡n the Scope ot GASB Statement 68, and Amendments to Certa¡n Provisions ot GASB Statements 67 and

68." The prov¡s¡ons of this Slatement are effective for fiscal years beginning after June 15, 2015 (fiscal year ended June

30,2016).

O. GASB Statement No. 74 "Financial Beport¡ng for Postemployment Benefit Plans Other Than Pensions." fhe
provisions of this Statement are effect¡ve for fiscal years beginning after June 15, 2016 (fiscal year ended June 30,

2017).

4. GASB Statement No. 75 "Accounting and Financ¡al Reporting for Postemployment Benefits Other Than

Pensions." The provisions ol th¡s Statemenl are efective lor fiscal years beginning atter June 15, 2017 (fiscal year

ended June 30,2018).

5. GASB Statement No. 76 "The Hierarchy of Generally Accepted Accounting Principles for State and Local

Governments." The provisions of th¡s Statemenl are efective tor fiscal years beginning after June 15, 2015 (fiscal year

ended June 30, 2016).
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NoTE r - SUMMARY OF SIGN|F|CANT ACCoUNTTNG POL|CIES (CONTTNUED)

T. Future Adoption of Accounting Pronouncements (Continued)

6. GASB Slatement No. rl "Tax Abatement Disclosures." The provisions of this Statement are etfective for fiscal years

beginning after December 15, 2015 (fiscal year ended June 30, 2017).

The impact of these Statements on the Mun¡cipality's basic financial statements has not yet determined by the Munic¡pality's

management.

NOTE 2-CASH AND CASH EQUIVALENTS

The Municipality ma¡nta¡ns its deposits in various commercial banks located in Puerto Bico and Government Development Bank

for Puerto Rico (GDB). Proceeds from bonds and funds related to certain grant awards are required by law to be held with GDB.

The Municipality adopted the provisions of GASB Statement No. 40 (GASB No. 40), Depos,? and lnvestment Risk Disclosure, an

Amendment to GASB Statemenl No. 3. This statement requires that state and local governments d¡sclose essential r¡sk

inlormation about deposits and ¡nvestments. The disclosure requiremenls cover four main areas: (1) credit risk, (2) interest rate

risk, (3) custodial cred¡t risk, (4) lore¡gn exchange exposure.

Cred¡t risk - Th¡s ¡s the risk that an issuer or other counterparty to an investment will not fulfill its obl¡gations. ln compliance

w¡th the laws and regulations of the Commonwealth, the Munic¡pality has adopted, as it's custodial and credit risk policy, the

Statement ol lnvestment Guidelines for the Govemment of tlte Conmonwealth of Puefto Bico. Accordingly the Municipality

invests only in obligations of the Commonwealth, obligations of the Un¡ted States of America, certif¡cates ol deposils,

commercial paper, bankers' acceptances, or in pools of obligalions of the mun¡c¡pal¡ties of Puerto Rico, which are managed

by GDB. According to the alorementioned ¡nvestment guidelines, the Municipality does noi ¡nvest in marketable securit¡es or

any \pes of investments for which credit risk exposure may be significant. Therelore, the Municipal¡ty's management has

concluded that the r¡sk related to any possible loss related lo defaults by commerc¡al banks on the Municipality's deposits is

cons¡dered low at June 30, 2015.

lnterest rate r¡sk - This is the risk that changes in ¡nterest rates of debt investments will adversely affect the fair value of an

¡nvestmenl. The Municipality manages its exposure lo declines in fair values by: (1) not including debt investments ¡n its

investment portlolio at June 30, 2015, (2) limiting the weighted average maturity of its investmenls io three months or less,

and (3) keeping most of ¡ts bank deposits in interests bearing accounts generating ¡nterests at prevailing market rates. At

June 30, 2015, the Municipality's ¡nvestments in certilicates of deposits are recorded at cost, which approx¡mates the¡r fa¡r

value. Therefore, the Mun¡cipality's management has concluded that at June 30, 2015, the interest rate risk assoc¡ated with

the Municipality's cash and cash equivalents is considered low.

Custodial credit risk - ln the case of depos¡ts, this is the r¡sk that ¡n the event of a bank failure, the Municipality's deposits

may not be recovered. Pursuanl to lhe Statenent of lnvestnent Guidelines for the Govemment of he Commonwealth of
Pueio Bico lhe balances deposited in commercial banks by the Municipality are ¡nsured by the Federal Deposit lnsurance

Corporation (FDIC) generally up to a maximum of $250,000 per depos¡tor. ln addition, public funds deposited in commercial

banks by the Municipality are lully secur¡t¡es pledged as collateral are held, in the Municipality's name, by the agents of the

Commonwealth's Secretary of Treasury. Deposits with GDB are uninsured and uncollateralized. However, no losses relaled

to defaults by GDB on deposit transactions have been incuned by the Mun¡c¡pal¡ty through June 30, 2015. Therefore, the

Municipality's management has concluded that at June 30,2015 the custod¡al credit risk assoc¡ated w¡th the Municipali§'s

cash and cash equivalents is considered low.
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Fore¡qn exchanqe r¡sk - The risk that changes in exchange rates will adversely affect the value of an investment or a
deposit. According to the alorement¡oned investment guidelines, the Municipality is prevented from investing in foreign

securilies or any other types of investments in wh¡ch foreign exchange risk exposure may be signif¡cant. Accordingly,

management has concluded that the foreign exchange risk related to the Municipality's deposils is considered low al June

30,2015.

The Municipal¡ty's bank balances in commercial banks of $,95,534 in the General Fund, $170,535 ¡n the Head Start Fund,

$3,089,769 ¡n the State Ass¡gnment Fund and $1,1 12,561 ¡n the Capital Poect Fund, were fully collateralized at June 30,

2015. ln the O,ther Govemmental Funds lhere were deposits with commercial banks of $495,856 that were fully

collateralized.

The depos¡ts at GDB of $598 in the General Fund, the $1,742,520 in the Loans Fund, the $2,310 in the Capital Projects

Fund and the $1,211,459 ¡n the Debt Service, are unsecured and uncollateralized, as no collateral is required to be canied

by governmenlal banks.

NOTE 3 - BECEIVABLES

A. Property Taxes Receivables

Property taxes receivable in the Debt Seruice Fund represents amounts eamed in lrom fiscal year 2014-2015, not collected

by the Municipality at June 30, 2015. Following is a detail ol the property taxes rece¡vable:

Governmental Ent¡ty Amount

Municipal Hevenue Collection Center (CRIM)

Total

$ 40.447

$___40J42

B, Sales Tax Receivables

As described below ¡n Note 12, the Municipal Leg¡slature approved lhe ¡mposition of the municipal sales and use tax dur¡ng

f¡scal year 2006-2007. lndividuals, organ¡zat¡ons and entilies subject to collect the municipal sales and use tax must f¡le a

tax relum to the Munic¡pality. Tax ¡s due each 20ñ day of each month based on tax collected in the preceding month.

Therefore, sales tax receivable of $45,332 ¡n the General Fund represents the amount due by the taxpayers at June 30,

2015.

lntergovernmental Receivables

lntergovernmental receivable in the Other Govemmental Funds represent expenditures incuned, of the Law 52 fund, not

yet reimbursed at June 30, 2015 by the Department of Labor and Human Resources

Also, the amount ol $367,476 presented in the General Fund represents an rece¡vable from the General Service

Administration, resulting from the amount pa¡d in excess, during prior years for the purchase ol gasoline, (lh¡s amount will

be reimbursed to the Municipali§ by a cred¡t in future purchases or in a cash re¡mbursement).

c.
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D. Federal Grants Receivables

lnlergovemmental receivables represents expenditures incurred not yet reimbursed by the federal agencies. Following is a

deta¡l of the ¡ntergovernmental receivables in the Other Govemmental Funds:

D,esc¡iption Amounl

Community Development Block Grant
Head Stari Program (Eafy Head Start)

Child Care Development Block Grant
Publ¡c and lndian Housing

Title lll
Homeland Security Grant

Total

$ 2,730

34,999

36,159
1,719

22,841
50.354

tjrs@
Due From Other Funds

lnterfund receivables and payables at June 30,2015 are summarized as follows:

General Fund

General Fund

General Fund

State Assignment

Fund

State Assignment
Fund

State Assignment

Fund

Cap¡tal Project Fund

Capital Project Fund

Other Govemmental
Funds

Other Governmental
Funds

Total

Other Govemmental
Funds

State Assignment Fund

Loans Fund

General Fund

Capital Project Fund

Other Govemmental

General Fund

Other Govemmental
Funds

General Fund

General Fund

Payroll and related accruals pa¡d

and not re¡mbursed

Payrolls paid and not reimbursed

Payrolls paid and not re¡mbursed

Beimbursable expenditures

Reimbursable expenditures

Reimbursable expend¡tures

Cash pool in same bank account

Beimbursable expenditures

Reimbursable expenditures

Cash pool in same bank account

$ 198,811

25,052

19,969

438,709

400,000

62,742

684,144

45,000

41,795

1.125.346

§__3.04L50E

F. Other Receivables

Other receivables for the amount of $164,116, represents $25,210 hom Section I Housing Choice Vouchers receivables al

June 30, 2015, resulting from fraud recoveries and $138,906 from medical insurances invoices billed and not received in the

Municipal Hospital Fund at June 30, 2015.
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NOTE4-CAPITALASSETS

Cap¡tal assets; those wilh an estimated useful live of one year or more lrom the t¡me of acqu¡s¡tion by the Municipality and a

cost of $25 or more, are pr¡marily funded through the issuance of long{erm bonds and loans. A summary of cap¡tal assets and

changes occuning in 2014, includ¡ng those changes pursuant to the ¡mplementation of GASB Statemenl No. 34, lollows (Land

and conslruction ¡n progress are nol subiect to depreciat¡on):

Balance Retirements /
Reclass¡ficationsGovemment¡l Activit¡es

Capital asset, nol be¡ng depreciated:

Land
Construclion in progress

Total capital assets not be¡ng deprec¡ated

Capital assets, being depreciated:

Buildings
lnfrastructu re

Machinery and equipment

Motor veh¡cles

Total capital assets being depreciated

Total cost bas¡s ol capital assets

Less accumulated depreciation for:

Bu¡ldings

lnfrastructure
Machinery and equipment

Motor vehicles

Total accumulated dePrec¡alion

Total capital asseis being depreciated, net

Govemmental aci¡vit¡es capital assets, net

1.2014 Addit¡ons June 30, 2015

$ 2,371,028
3.131.412

5.502.440

18,681,170
13,241,090

2,905,765
4.592.837

39.420.862

44.923.302

(3,564,965)
(3,763,397)
(2,458,161)
(4.111.621)

('13.898,144)

25.522.718

§ 31.025.158

$
773,549

773.549

257,027

561,022
79,288
51.885

949.222

1.722,771

(353,634)
(440,304)

(138,743)
(115.624)

(1.048.305)

(99,083)

§____674J00

$
(2,399.837)

(2.399.837)

2,399,837

$ 2,371,028
1.505.124

3.876.152

21,338,034
13,802,1 12

2,985,053
4.6M.722

42,769.921

46.646.073

(3,918,599)
(4,203,701)
(2,596,904)
(4.227.245\

(14,946.,149)

2,399.837

2.399.837 27.823.472

L __ §11,699.021

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

Govemmental activities Amount

General Govemment
Urban Development

Mayor and Municipal

Public Salety
Public Wolks
Culture and Recreation

San¡tat¡on

Human Serv¡ces and Wellare

Total deprec¡at¡on expenses

$ 173,027

545,547

5,485
28,598
10,634

119,262
52,227

113,525

§1J40305
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NOTE 5 - ACCOUNTS PAYABLE AND ACCBUED EXPENSES LIABILITIES

Accounts payable and accrued expenses l¡ab¡l¡t¡es in govemmental fund financ¡al statements represent expenditures incurred

during f¡scal year 2014-2015, and not paid by the Mun¡cipality at June 30, 2015. Following is a detail of these accounts payable

and accrued liabilities:

Accounls Accrued
ilaior Governmental Funds Payable Liabilities Total

General Fund $ 133,402 $ 229,120 $ 362,522

Head Starl Fund 36,485 36,485
State Ass¡gnment Fund 59,564 59,564

Loans Fund 55,151 55,151

rotal S 630ú50 $ 229J20 $_-059'2§

NOTE 6 - DUE TO OTHER GOVERNMENTAL UNITS

As of June 30, 2015, balance due to other governmenlal units cons¡sts of the following:

Governmental Aqency Amount

Puerto Rico Aqueduct and Sewer
Authority $ 179,156

General Service Admin¡stration 465,201

State Department of Labor 3.521

Total $ 651.878

NOTE 7 - DEFERRED INFLOWS OF RESOURCES

A. Federal Grants - the defened inflows of resources presented in Other Governmental Funds represents the portion of

federal grants received for which qualifying expenditures have not been incuned. Defened inflows of resources from the
federal government are as follows:

31



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

NOTE 7 - DEFERRED |NFLoWS 0F RESoURCES (CoNT|NUED)

Proqram fhscription Amounl

Head Start

Child & Adult Care Food Program

Community Service Block Grant

School lmprovement Grant

Others

Total

$ 134,050

$,989

6,230

110,639

11.168

§100.02§

NOTE 8 - GENERAL LONG.TERM DEBTS

Long-term liability act¡vity for the year ended June 30, 2015, was as lollows:

Descript¡on

B€g¡nn¡ng
Balance,

as restrted
Borowings
o¡ Additions

Payments or
D€ductions

Ending
Balanc¿

Due Wiihin
One Yeaf

Bonds Payable
Compensated absences
Property Tax Debt - Law 42

Property Tax Debt - Law 146

State Heatth lnsurance
Admin istration

Property Tax Debt - 2013-2014

F¡nal Settlemenl
Net Pension Liabil§

Total

s 9,158,000
1,970,'152

329,429
26,141

665,,103

107,861

25.692.172

§12"256.980

$ (762,000)
(36,634)
(10,376)

(1,452)

$ 8,396,000
1,933,518

319,053
24,689

665,403

107,861

26.841 .8.16

$ 799,000
375,000

11,028
1,452

107,861

.-------------:1.149.674

§lJrt9.6Zt ¡__1810J64 üA¿E0320 §1-eu41
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NOTE 8 - GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS

The Municipality issues general and special obligation bonds, principally, to provide funds for the acquisition and construct¡on of

major cap¡tal facilit¡es. General obligations bonds and notes as of June 30, 2015, are comprised of the following individual

issues:

DESCHIPTION AMOUNT

$1,305,000, Series 2003, for construct¡on purposes, payable in annual installments ranging from

$20,000t0$100,000,excludinginterestsfrom4.17%t05.31%,throughJuly1,2027. $ 880,000

$735,000 Series 2001, for construction purposes, payable in annual ¡nstallments ranging lrom

$ 15,000 to $75,000, excluding interests from 2.78% to 6.13%, through July 1, 2020. 305,000

$1,760,000 Series 2001, for purchase of build¡ng, payable in annual installments rang¡ng from

$25,000 to $160,000, excluding interests from 5.007o to 8.00%, through July 1 , 2025. 1,105,000

$755,000 Ser¡es 2001, for operation purposes, payable in annual installments rang¡ng from $10,000
to $65,000, excluding ¡nterests from 5.00o/" to 8.00%, through July '1, 2025. 475,000

$60,000, Series 2000, for construct¡on purposes, payable ¡n annual installments ranging from $1,000
to $6,000, excluding inlerests f¡om 5.17o/olo 7.29o/o, through July 1 , 2024. 34,000

$454,000, Ser¡es 2002 (previously $600,000, Series 2000), payable in annual ¡nstallments ranging

from $9,000 to $29,000, excluding interesls at 4.50o/", through January 1, 2027 (Water & Waste

Disposal Loans & Grants). 281,000

$140,000, Series 1999, for construction purposes, payable ¡n annual installments ranging from

$5,000 to $10,000, excluding interests from 4.865% to 6.56o/", through July 1, 2023. 55,000

$230,000, Ser¡es 1998, for construction purpose, payable in annual installments rang¡ng from $5,000
to $20,000, excluding interests from 4.865% to 6.56%, through July 1, 2022. 115,000

$121,000, Series 2000, for operat¡on purposes, payable ¡n annual ¡nstallments ranging from $3,000
to $8,000, excluding ¡nteresls at 4.50%, through January 1, 2023. 56,000

$310,000, Series 1997, for construction purposes, payable in annual installments ranging from

$5,000 to $30,000, exclud¡ng interests from 4.70% to 6.63%, through July 1, 2021. 140,000

$222,000 Sedes 1999, for consfuction purposes, payable in annual installments ranging from

$6,000 to $16,000, excluding interests at 4.50% (Water & Waste Disposal Loans & Grants), through
January 1,2021. 86,000
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NOTE 8 - GENERAL LONG.TERM DEBTS (CONTINUED)

A. GENERAL OBLIGATIONS BONDS (CONTINUED)

DESCRIPTION AITOUNT

$350,000 Series 1999, for construction purposes, payable ¡n annual installments ranging from

$14,000 to $29,000, exclud¡ng interesls at 4.75% (Community Facilities Loan), through January 1,

2016 29,000

$605,000, Series 2005, lor operat¡on purposes, payable in annual installments ranging from $25,000
to $60,000 exclud¡ng interest from 5.00% to 6.00%, through July 1, 2018. 165,000

$590,000, Series 2009, for purchase of equipments, payable in annual ¡nstallments ranging from

$10,000 to $50,000 excluding interest from 2.43ok lo 7.25o/.,lhrough July l, 2033. 510,000

$925,000, Ser¡es 2005, lor operat¡on purposes, payable ¡n annuál ¡nstallments ranging from $40,000
to $85,000, excluding interests from 5.50% to 7.50%, through July 1, 2020. 395,000

$305,000, Series 201 1, for purchase ol equipments, payable in annual installments ranging from

$25,000 to $35,000 excluding interest from 6.00% to 7.50%, through July '1, 2017. 70,000

$2,560,000, Ser¡es 2012, lor conslruction purposes, payable in annual installments rang¡ng from

$100,000 to $270,000 excluding interest from 6.00% to 7.00%, through Juty l, 2026. 2,120,000

$75,000, Sedes 2012, lor purchase ol equipments, payable in annual installments of $5,000

excluding interest from 6.00% to 7.50%, through July 1, 2026. 55,000

$565,000, Series 2012, for construct¡on purposes, payable in annual installments rang¡ng from

$65,000 to $100,000 excluding interest lrom 6.00% to 7.50o/", through July 1, 2018. 275,000

$335,000, Series 2013, for construction purposes, payable ¡n annual installments ranging from

$40,000 to S60,000 excluding interest írom 6.00% to 7.50%, through July l, 2019. 210,000

$770,000, Series 2013, lor construct¡on purposes, payable ¡n annual installmenh ranging from

$65,000 to $100,000 exclud¡ng interest lrom 6.00% to 7.00%, through July 1, 2032. 710,000

$280,000, Series 2012, lor construction purposes, payable in annual inslallments ranging from

$65,000 to $100,000 excluding interest from 6.00o/o to 7.50%, through July 1, 2037. 265,000

$90,000, Series 2013, for construction purposes, payable in annual installments rang¡ng fom
$65,000 to $100,000 excluding interest from 6.00% lo 7.50%, through July 1, 2019. 60.000

Total General Obligations - Bonds S-l¡90n00
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NOTE 8 - GENEBAL LONG.TERM DEBTS (CONTINUED)

These bonds and notes are payable with the operational resources; the special ad valorem propely lax; and municipal sales

laxes resources restricted lor debt serv¡ce.

B, BONDSANDNOTESAMORTIZATION

The annual requirements to amortize the general obl¡gat¡ons outstanding as of June 30, 2015 are as follows:

Year Ending
June 30,

Principal
payment

lnterest
payment Total

2016
2017

2018
2019
2020

2021-2025
2026-2030
2031-2035

2036-2040

Total

$ 799,000

816,000

839,000

736,000
703,000

3,081,000

1,017,000

355,000
50.000

$_E390,000

$ 448,890
491,976
¿lÍ}9,407

389,957
3$,825

1 ,100,197
292,204
72,950

6.000

$_L50!00

$ 1,247,890

1,307,976

1,278,407
'1,125,957

1,046,825

4,181,197

1,309,204

427,950
56.000

$lllD!CIo

C. COMPENSATEDABSENCES

The governmenl-w¡de statement of net pos¡t¡on includes $977,993 ol accrued sick leave benefits, and $955,525 of accrued

vacation benefits, represenling the Municipality's commitment to fund such costs from future operat¡ons.

D. PROPERTYTAX DEBT-LAW42

The Municipality entered ¡nto a repayment agreement w¡th the Govemment Development Bank lor Puerto R¡co (GDB) and the

CRIM, to pay off the excess of property tax advances through liscal year 2000 and 2001. The CHIM reta¡ns the payment from

the property tax advances of the Municipality. The amounts retained by the CRIM a¡e remitted to GDB on July 1 of each year

through July 1, 2032. The outstanding balance of the note payable to the CRIM at June 30, 2015 amounted to $319,053.

E. PROPERTY TAX DEBT- LAW 146

On September 24, 2002, the CBIM, on behalf ol the municipalities of Puerlo Rico, entered inlo a f¡nancing agreement with GDB
pursuant to the prov¡s¡ons of Law No. 146 of October'1 1, 2001. The purpose ol this linancing agreement was to extinguish in

advance cerla¡n bonds payable issued by the Public F¡nance Corporat¡on, a subsid¡ary of the GDB, which were originally issued

to pay certain property tax rece¡vables owned by lhe municipalit¡es of Puerio R¡co through 1996. The outstanding balance of the
note payable to the CRIM at June 30,2015 amounted to $24,689.

F. STATE INSUHANCE HEALTH ADiIINISTRANON

Liabilities of $665,403 reported ¡n the statement of net pos¡tion represent the balance owed for services provided by the State

lnsurance Health Administrat¡on to the Mun¡cipality and not paid at June 30, 2015.
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NOTE 8 - GENERAL LONG.TERM DEBTS (CONTINUED)

G. PROPERTY TAX DEBT - 2013.2014 FINAL SETTLEMET.IT

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 lhe Mun¡c¡pal¡ty and amounts actually collected from taxpayers. This settlement has to be completed

on a preliminary basis not later lhan three months after fiscal year-end, and a f¡nal settlement made not later than s¡x months

after year-end. ll the CRIM remits to the Municipality property tax advances, which are less than the tax actually collected, a
receivable from the CRIM is recorded at June 30. However, ¡f advances exceed the amount actually collected by the CRIM, a
payable to the CRIM is recorded at June 30. The CRIM issued the final liquidation not¡ng that the advances exceeded

collections by $107,861.

NOTE 9 - DEBT RETIREI,IENT

Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as revenue when collected

kom taxpayers and reported by the Municipal Revenue Collection Cenler of the Commonweatth of Puerto Rico to the

Municipality.

These propely taxes are accumulated by the Munic¡pal Revenue Collection Center in costs of the general obl¡gations bonds

issued by the Municipal¡ty. Payments are made to the Government Development Bank of the Commonwealth of Puerto Rico

from such accumulated funds by the Municipal Bevenue Collection Center ol Puerto H¡co.

NOTE 10 - PROPERTY TAXES

The Municipal Bevenue Collection Center ol the Commonwealth of Puerlo Rico is responsible for the assessment of all real and

personal property located within the Municipality and lor the levy, administration and collection of the corresponding tax

contribulion.

The properly tax contribution ¡s levied each year over the appraised value of the property at the beginning of the calendar year.

The real property assessmenl is based on the current value ex¡sting in the year1957 and the personal property at the current

value at the date of the assessment. The tax rate per annum is 8.28% lor real property and 6.28ok for personal property of

which 1.03% of both belong to the Commonwealth of Puerto Rico and 7.25% and 5.25%, respect¡vely, belongs to the

Municipality. From the portion belong¡ng to the Munic¡pality, 6.00% and 4.otr/o, respectively, represents the Municipality's basic

tax rate that is appropriated for general purposes and therelore accounted for through the general fund.

The remaining portion belonging to the Mun¡cipal¡ty of 1.25% represents the ad-valorem property taxes w¡thheld by the

Municipal Revenue Collect¡on Center of the Commonwealth of Puerto R¡co and restricied for debt service, which ¡s accounted

lor through the debt serv¡ce fund (See Note 7). The Municipality has reached the maximum statutory tax rate lim¡t for the bas¡c

tax while there ¡s no l¡milat¡on for the ad-valorem tax rate.

The Commonwealth of Puerto Rico grants complete real property tax exoneration on the lirst $15,000 ol the assessed valuation

on residenlial units occupied by their owners. However, the Municipal¡ty rece¡ves the full amount levied, except for res¡dent¡al

units assessed at less than $3,500 on which a complete exemption ¡s granted. The Municipal Revenue Collection Cenler,

instead ol the property taxpayer, becomes lhe source of payment in these cases.
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The Municipali§ grants a complete exemption from personal property taxes up to an assessment value of $50,000 prov¡ded that

net volume ol business of retail business does not exceed $150,000. The Municipal Revenue Collection Center advances to the

Municipality, on monthly payments, 100o/" ol the contribut¡on assessed over property for each l¡scal year. ln accordance to Law,

these advances will be contributions by the Munic¡pal Revenue Collection Center lrom taxpayers. The Municipal Revenue

Collection Center period¡cally ¡nforms to the Municipality the amounts collected from taxpayers and appl¡ed to outstand¡ng

advances.

The Municipality records as revenue in the general fund the property tax contribut¡on when received from monthly advances

lrom Municipal Revenue Collection Center.

Due to the lacl that collections of property tax are applied to the advances ol property tax paid by the Municipality Revenue

Collection Center, the amortization of the advance at end of year was not available because is in process of verif¡cation by

extemal auditors.

The Traditional Lottery System ol the Commonweatth (the Traditional Lottery) is an operational unit reported as an enterpr¡se

fund in the Commonwealth's basic financial statements, wh¡ch currently operates several betting alternatives to the cit¡zens ol

Puelo Rico. The Traditional Lottery is required every fiscal year to d¡stribute a port¡on of ils excess of revenues over expenses

as follows:

.:. Thirty five percent of its net eam¡ngs (def¡ned as lhe excess of revenues over expenses less an amount earmarked lor the

Fund for Rent and Home lmprovement Subsidy Program for the Low-lncome Qualilying Elderly) is earmarked lo the

municipalities of lhe Commonwealth, of wh¡ch a max¡mum of $26 million, on an annual basis, is distributed to the Municipal

Equalization Fund held by CRIM to cover operating expenses and permanent ¡mprovements of the municipalities.

* An additional amount not exceeding $16 million, on an annual basis, is d¡stributed to the Municipal Equalization Fund,

provided ¡t ¡s wilh¡n the thirty-f¡ve percent corresponding to the municipalities of the Commonwealth. When the accumulated

municipal appropriations from the municipality's Puerto Rico Health Beform are covered up to June 30, 1997, these

resources will be assigned to PRHSA.

NOTE I I - VOLUI¡E OF BUSINESS TAXES

The Municipalily is authorized by Act N0.81 to impose and collect municipal license taxes to any natural or legal p€rson having

trade or bus¡ness activ¡ties w¡thin the territory of Sabana Gande. Th¡s ¡s a self-assessed tax generally based on the business

volume ol laxpayers, measured by gross revenues. The Municipali§ establishes the applicable tax rates. At June 30, 201 1, the

municipal license tax rates ¡mposed by the Municipality were 1.50 percenl lor financial inst¡tut¡ons and 0.50 percent for other

types ol taxpayers. Any taxpayeB that have been granted with a partial tax exempt¡on under any ol the tax incentive acts of
the Commonwealth ultimately pay municipal l¡cense taxes at reduced tax rates, generally belween 60 percent and 90 percent

under standard rates.

Each taxpayer must assess the corresponding municipal license tax by declaring the volume of business through a tax return to

be filed every April 15, based on the actual volume ol business (revenues) generated in the preceding calendar or fiscal year.

Taxpayers w¡th a sales volume of $3 million or more musl ¡nclude audited financial statements with their tax return filings.
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The tax can be paid by the taxpayer in two equal installments due on July 15 and January 15, subsequent to the filing of the
declarat¡on on April 15. The lirst installment of the tax covers the six-month period ended December 31, subsequent to lhe f¡l¡ng

date of the declaration, wh¡le the second ¡nstallment of the tax covers the six-month period ended June 30 ol the subsequent
calendar year. lf a taxpayer elects to pay the lax in full on the f¡ling date ol the declaration (generally April 15), a 5 percent

discount is granted automatically on the total lax amount due.

Any municipal license taxes collected in advance (that ¡s, perla¡n¡ng to a future fiscal year) are recorded as deferred revenues in

the GWFS and the GFFS (See Note 7).

NOTE 12 - SALES AND USE TAXES

On July 4, 2006, the Commonwealth Legislature approved Act No. 117 ('Act 1'17) which amends the Puerto Rico lntemal

Revenue Code of 1994 to provide, among other lh¡ngs, lor a sale and use tax of 5.5% to be imposed by the Commonweallh

Government. Act 117 also author¡zes each municipal government to impose a municipal sale and use tax of 1.5%. This

municipal sales and use tax has in general the same tax base and l¡m¡tations (except lor unprocessed foods) as those provided

by the Commonwealth's sales and use tax.

On July 29, 2007, the Commonweallh Legislature approved Act No. 80 (Act 80) which amends Act No. 117 of July 4, 2006 to
impose to all the Municipalities of Puerlo Rico a uniform mun¡cipal sales and use lax of 1.5%. Effective August 1, 2007 1% of the

1.5% ¡s collected by the Municipalities and the remaining .5% of the 1-5% ¡s collected by the Puerto Rico Department of

Treasury (PHDT).

The amount collected by lhe PRDT, (.5olo of the 1.5%) ¡s depos¡ted in accounts or spec¡al funds in the Govemmental

Development Bank ol Puelo Rico (GDB), subject to restr¡ct¡ons ¡mposed and d¡stributed as follows:

o .2olo ol lhe .5olo will be deposited in a Mun¡c¡pal Development Fund to be distributed among all the munic¡pal¡t¡es ¡n

accordance with a lormula created by the Act,

o .2% of the.5o/o will be deposited in a Municipal Hedemption Fund to finance loans to Mun¡cipalities and,

. .1% of the.5% w¡ll be depos¡ted in a Municipal lmprovement Fund to finance cap¡tal improvement projects; these

funds will be distribuled based on legislation from the Commonwealth's Legislature

The Municipal Legislature approved a municipal ordinance to confom to dispositions of Acl 80. Effective January 1, 201 1 the

Commonwealth of Puerto R¡co adopled a new lntemal Revenue Code (2011 PR Code). Subtitle D (Sections 4010 to 4070) of

the 2011 PB Code incorporates the disposit¡ons applicable to the sales and use tax. As stated by Section ¿1050 the
Municipalities may use the sales and use tax proceeds to l¡nance sol¡d waste, recycling, capital projects, health and public salety
programs as well as any other act¡vity lhat promoles sound publ¡c adm¡n¡stration.

lndividuals, organizat¡ons and ent¡t¡es subject to collect the municipal sales and use tax must file a tax retum to the PRDT. The
tax is due the 10th day of each month based on tax collected in the preceding month. The Municipality recorded as revenue

$757,2¿18 in the general lund conesponding to the 1% imposition and $701,767 in the debt service fund correspond¡ng to the
Municipal Redemplion Fund.
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lndividuals, organizations and entit¡es subject to collect lhe municipal sales and use tax must f¡le a tax retum to the Municipali§.
The tax is due lhe 10th day of each month based on tax collected ¡n the preceding month. Municipal sales and use tax
receivable in the general and debt service funds at June 30, 2014, of $35,483 and $64,650, respectively, represents the tax
collected on June (or before) by individuals, organizations and entities but reported and paid to the Municipality on or before July
10, net of uncollectible accounts.

On June 30, 2013, the Commonwealth approved Act No. 40 wh¡ch among other things, reduces the municipal sales and use tax
from 1.5% lo 1olo and ¡ncreasing lhe Commonwealth sales and use tax from 5.5% to 6% effective December'1, 2013. This Act
was subsequently amended to change this effect¡ve date lrom December 1, 2013 to February 1, 2014.

ln order to address the liscal and credit crisis of lhe Commonwealth of Puerto Rico, the GDB liquidity and the d¡tficult fiscal

situation of the municipal¡t¡es ol Puelo Rico, on January 24, 2014 the Commonwealth approved Act No. 18 and 19. Those Acts
provide for the restructuring and creation of linancing slruclures from sales and use tax sources to guaranlee and pay municipal

long-term debt ¡ssuances. As a resull of this legislation the municipalities of Puerto Rico may improve its credit capac¡ty along

with maintaining sufficient resources for operations.

The purpose of the Act No. 18 of January 24, 2014 is to create a special fund called Mun¡c¡pal Adm¡nistration Fund (FAM) under
cuslody of the Governmental Development Bank of Puerto Rico ('GDB") that perm¡ts the Municipalities to guarantee and pay

long term debt and provide funds for ¡ts general operat¡ons. ln addit¡on, this Act ¡mproves the financing capac¡ty of the Puerto

B¡co Sales Tax Financing Coporation (COFINA), a Commonwealth fund administered by GDB and the P.H. Secretary of

Treasury. The Act ¡ncludes provisions for municipalities that do not want to be covered by the Act. Special rules apply for those

municipalities. The Act is elfective on February 1, 2014.

The 6% corresponding to the Commonwealth's sales and use tax will be deposiled in COFINA. From these funds during a

transitory period from February 1, 20'14 to June 30, 2014 the Commonwealth will deposit $43,440,184 in the FAM to be

distributed to the Municipalilies as lollows:

o .2/o w¡ll be deposited in a Municipal Development Fund to be distributed to the mun¡c¡pal¡t¡es,

. .2% will be deposited in a Municipal Redemption Fund to guarantee and repay the municipalit¡es long term debt and,

o .1o/o will be deposited in a Municipal lmprovemenl Fund to f¡nance capital improvement pojects; these lunds will

be distributed based on leg¡slat¡on from the Commonweallh's Leg¡slature.

Aller July 1, 2014 the 6010 conespond¡ng lo the Commonwealth's sales and use tax will be deposited in COFINA. From these

funds lhe Commonwealth will deposit .5olo in the FAM. D¡stribution to mun¡c¡pal¡ties will depend on whether the municipalil¡es

s¡gned an agreement lo be covered or not covered by the Act's provisions. The Municipality of Lajas signed the agreement lo be

covered.

For mun¡c¡pal¡ties covered by the agreemenl the .5% w¡ll be dislributed as follows:

. .2ol" will be deposited in the Municipal Developmenl Fund to be distributed to the municipalities,

. .2o/o will be deposited in a Municipal Redemption Fund lo then be deposited in the mun¡c¡pal¡ties general fund (the

municipalities has the opl¡on to mainta¡n lunds ¡n the Mun¡c¡pal Hedempt¡on Fund or to transfer funds Irom the Municipal

Development Fund to increase its debt marg¡n and issue loans to be obta¡ned lrom l¡nancial inst¡tutions),
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. .1% w¡ll be deposited in a Municipal lmprovement Fund lo f¡nance capital lmprovement projects; these funds will be

distributed based on legislation lrom lhe Commonwealth's Legislature.

For municipalities not covered by the agreement the .5% will be distributed as follows:

c .2o/" will be deposited in the Municipal Development Fund. Section 4 of the Act requ¡res amounts deposited in the
Municipal Developmenl Fund ol munic¡pal¡t¡es not covered by the Act to be redistributed to the municipalities covered by

the Act,

. .2% will be deposited in a Municipal Redempt¡on Fund to guarantee and repay long term debt through any financ¡al

¡nstitut¡on ( oach semester the municipalilies may transfer to the¡r general fund the funds in excess of debt service

requ¡rements),

. .1% will be depos¡ted in a Mun¡c¡pal lmprovemenl Fund to f¡nance cap¡tal ¡mprovement projects; these funds will be

distributed based on legislation from the Commonwealth's Legislature.

The purpose of the Act No. 19 of January 24, 2014 ¡s to create the Mun¡c¡pal Finance Corporation (COFIM) a public corporation

and a component un¡t ol the Govemmental Development Bank of Puerto Bico (GDB) which may issue, pay or refinance long-

term debt ol municipalities. Principal and interest of these bonds and loans will be guaranteed with the municipal sales and use

tax (1%). The Act includes provisions lor municipalit¡es that do not want to be covered by the Acl. Special rules apply for those

municipalities. The Act ¡s effective on February 1, 2014.

After July 1, 2014, the 1% correspond¡ng to the municipalities' sales and use tax will be deposiied in COFIM. From these lunds

COFIM will depos¡t to the COFIM's sinking lund the greater of: .3% of the 1% municipal sales and use tax or an Annual Henlal

Fee (RFA). The RFA lor fiscal year 2014-2015 will be $65,541 ,281 and therealler will be 1.5% of the HFA ol the preceding fiscal
period.

The excess of the required deposit to the COFIM's sinking fund (.7% of the 1% ol the mun¡cipal sales and use lax) will be

transferred to the general lund ol municipalities covered by the agreement or to the Municipal Redemption Fund as decided by

the municipality. Belore the transler of the .7olo to the municipalities covered by the Act, CoFIM will transfer the 1% municipal

sales and use tax to the mun¡c¡pal¡ties not covered by the Act. These municipalities cannot obta¡n loans guaranteed by CoFIM's
s¡nk¡ng fund.

lf at any moment the required deposits to the COFIM's s¡nking fund were not sufficient to pay the principal and interest of any

outsland¡ng obligation, the deficiency will be covered by appropriat¡ons ol the Commonwealth's general lund budget.

During fiscal year 2014-2015 the Municipality eamed the amount of $1,269,067 related to this c¡tizenship contr¡but¡on program.

NOTE 13 - INTERGOVERNMENTAL REVENUES

lnlergovemmental revenues cons¡st primarily of lunds received from the Commonwealth of Puerto Rico, "in l¡eu of tax'
payments from the ouas¡-public Corporat¡on, Puerto Rico Electric Power Authority, and lederal financial assislance received

from federal govemmenl. Grants and subsidies received írom the Commonwealth of Puerto Rico and federal agencies include,

among others, a general subsidy for urban developmenl and capital improvements.
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lntergovernmental revenues are accounted for through the General Fund except for those d¡rectly related to urban development
and capital improvements, which are accounted for through the Spec¡al Bevenue and the Capilal Project Funds. Federal
F¡nanc¡al Assistance ¡s recorded in the Special Revenue Fund.

NOTE f4 - INTEBFUND TRANSFERS

lnterfund transfers during the fiscal year ended at June 30, 2015, are summarized as follows:

Transfer Out Transter ln Purpose Amount

GenerarFund :l,x.i 
Ass¡snment 

]:r::5i,?3:^tn $ 7,e87

General Fund Debt Service Fund Debt service 316,652

State Assignment other Governmental To cover operating
Fund Fund expenditures 18,000

To cover operating
Loans Fund Capital Project Fund expenditures 51,475

Loans Fund General Fund To cover operating
expenditures 79,541

Capital Project Fund State Assignment To cover operating
Fund expenditures 36,888

Other Governmental State Assignment To cover operating
Fund Fund expend¡tures 341,207

Other Governmental General Fund To cover operat¡ng

Fund expenditures 142.714

Total $ 994.454

NOTE 15 - EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Government ol Puerto Rico and ¡ts inshumental¡ty (EHS) ¡s the administrator of a
cost-shar¡ng multiple-employer ret¡rement system established by the Commonwealth of Puerto Rico. The EHS was created
under Puerto Rico Law ,147, approved on May 15, 1951, as amended, and became effective on January 1, 1952. ERS covers all
regular employees of the Commonwealth of Puerto R¡co, its instrumentalities, and municipalities and components units not
covered by the¡r own retirement systems.

Part¡cipat¡on is mandatory for governmental and mun¡c¡pal employees, except for members of the Legislalure, Govemment
Secretar¡es, Head of Agencies and Publ¡c lnstrumentality, Assistants of the Govemor, the Complroller ol the Puerto B¡co,

Gubernatorial Board and Committee appo¡ntees and Exper¡mental Serv¡ce Station employees. Temporary and transitory
employees are excluded lrom part¡c¡pat¡on ¡n the System. ERS provides ret¡rement, death and disab¡lity benefits. Disab¡l¡ty
retirement benelits are available to members for occupational and non-occupational disabilities. Retirement benef¡ts depend
upon age at retirement and number of years of cred¡ted serv¡ce, and their hiring date. Benefits vest after ten years of plan
participat¡on.



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF SABANA GRANDE

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUEO)

NOTE 15 - EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

The Municipality adopted the requ¡rements of GASBS No. 25 for

Commonwealth of Puerto Hico Employee's Retirement System, a

establ¡shed by State Laws.

all the career employees that are covered under the

multiple-employer public employee retirement system,

Law Number 305 of September 24, 1999, amended Puerto R¡co Law Number ,t47, establ¡shing a savings progmm called

"Ret¡rement System 2000". All employees act¡ve ¡n the system as of December 31, 1999 may have elected to kansfer from

define contribution programs to the new savings program (a delined contribution plan). Employees in the savings program may

have contribute Írom a minimum ol 8.275'k up to a maximum of l0% ol the¡r monthly salary, and will invested in an account

wh¡ch will e¡ther: (a) earn a lixed rate based on the two-year Constant Maturity Treasury Note or, (b) earn a rate equal to 75% of

the return of the System's investment portfolio (net of management fees), or (c) eam a combination of both altemat¡ves. lf at

time of retirement accumulaled benefits amount to $10,000 or less may have elecied to receive a lump sum distribution up to

the accumulated benef¡ts. Under the new program the ret¡rement age is reduced from 65 to 60 for those employees who ioined
the current plan on or after April 1, 1990.

Pueno Hico Law Number 3 of Apr¡l 4, 2013 created a new hybrid system incorporat¡ng elements of defined benefit and delined

contribution plans. As of July 1, 2013, every employee who is a participant ol the ERS who had not retired as of June 30, 20'13,

and any new participant who joins after that date, shall become part of the Defined Conkibution Hybrid Program. As per Puerto

Hico Law Number 3 of 2013, new provisions shall apply to employees who part¡c¡pate ¡n the System that (1) began to work

before January 1, 2000, (2) as of June 30, 20'13, are not part¡c¡pants of the Het¡rement Sav¡ngs Account Program established in

Chapter 3 of Law Number 3, and (3) as of June 30, 2013, do not meet the requ¡rements of years of service and age to retire that

are required in Chapter 2 of Law Number 3, or having met such requirements d¡d not elect to rel¡re before July 1, 20l3.The

sav¡ngs accounts under the Retirement System 2000 ot employees who joined the System for the first time on or after January

1, 2000, shall be rolled over to the Defined Contribution Hybr¡d Program. Additionally, those who could ret¡re on or before June

30, 2013because they are 60 years old, may ret¡re on any later date, and they shall be entitled to receive the annu¡ty that could

be acquired w¡th the balance of lhe contributions under the Retirement Sav¡ngs Account Program which are transfened io the

Defined Contribution Hybrid Program.

Under the plans, the employees and employer portions are conüibuted, for which, the employee amount is withheld from

salaries. The authority under which the funding policy and the obligations to contribute to the EHS and System 2000 by

theplans' members, employers and other contributing entities (state of municipal contribut¡ons), are established or may be

amended by law:

. Up to June 30, 2013, covered employees were required by Commonwealth statute to contribute 5.775'lo for the first

$550 of monthly salary plus 8.275% for the excess of this amount, or on the altemative, 8.275% of all salary.

. After June 30, 2013, every parlicipant ol the Hprid Program shall compulsorily have to contribute 10o/o of his/her

salary while he/she is an employee. The partic¡pants of the Hybr¡d may voluntar¡ly contr¡bute to their account an

amount ¡n addition to the one establ¡shed here. These conf¡butions shall be credited to the contribul¡on account of

each participant of the Hybrid Program. Employees who confibute to the retrrement system in a special plan w¡th the

ERS in coordination with the¡r contr¡but¡ons to Social Security, as defined by the ERS administrator, will be required to

contribute 7% of the¡r monthly salaries up to $550 for FY 2014, to be increased to 8.5% for FY 2015, and finally 10%

for FY 2016 and all future periods.
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o The Municipality contributed to the system 9.275% ol the participating employee's salaries for the fiscal year ended ¡n

June 30, 2013 and prior years. Puerlo R¡co Law 116 of July 6, 2011 ¡ncreased the employer contribution rate required

from the Municipality. The contribut¡on rale increased from 9.275o/o lo 20.n5o/q to be ¡mplemented in ¡ncremental 1%

to 1.25olo ánnuál increased between those years. The same law prov¡ded that for fiscal years 2012, 2013, and 2014,

the Puerto Bico Oflice of Management and Budgel would contribute these ¡ncreases for all Municipalities.

Starl¡ng ¡n f¡scal year 2014-2015, the Municipality is required to contribute 12.275ok ol the parlicipating employee's

salaries for that period, and the rate w¡ll increase to 13.275ok in FY 2016, 14.5257" in FY 2017, 15.n5% in FY 2018,

17.025"kinFY 2019,18.275"/"in FY 2020, and finally to 19.525o/. in FY 2021 and allfuture periods.

Before July 1, 20'13, all employees that did not elect to transfer for the System 2000 Savings program and who at the t¡me of
employment were 55 years old or less were eligible to participate ¡n the defined contribut¡on system, w¡th pens¡on benelits for
part¡cipants as follows:

YEARS OF
SERVICE

30 or more

30 or more

30 or more

Less than 30,
more than 10

PARfICIPANTS
AGE

55 or less

58 or more

65 or more

I'l/A

PENSION BENEFITS

650/o ol the average ol the three years of h¡ghesl salary during lhe employee's
serv¡ce per¡od.

75% of the average ol the three years of highest salary during the employee's

service period (employees hired before April 1, 1990).

75% of he average ol the hree years ol highest salary during the employee's

service period (employees h¡red after April 1, 1990).

1.5olo of the¡r average mmpensation for each year ol credit serv¡ce for lhe
remaining years.

After July 1, 2013,both the def¡ned contribul¡on and System 2000 Savings systems will be converted lo the new Hybrid Defined

Contribution System. The lollowing the changes ¡mplemented by Puerto Rico Law 3 of 2013, all employees that elect to retire,

regardless of the previous ret¡rement system they participated ¡n, w¡ll be entitled to retire and receive the¡r benel¡ts under lhe
lollowing conditions:
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PREVIOUS
RETIREMENT

PROGHAI'

Sav¡ngs System ("System

2000)

Sav¡ngs System ('System

2000)

Savings System (System
2000)

Defined Benefit Program

(employed before April 1,

1990).

Def ined Benef it Program

(hiredafter April 1, 1990

but before January 1,

2000).

All other employees not

covered above.

YEARS OF
SERVICE

N/A

I{/A

I'l/A

25 or '10 years

or more,

respectively

10 years

PARNCIPANT'S
AGE. AS OF JUNE

30. 2013

60 years or more

55 to 59 years

55

54 or 57 years or
less, respect¡vely

ELIGIBLE AGE TO RETIRE

May retire at any time in the future after June 30, 2013.

May ret¡re once participant meets the predetermined age of
61 to 65 years of age, respectively.

May retire at any time in the luture after June 30, 2013, but

only for public officers in high+isk positions.

May ret¡re once participant meets the predelerm¡ned age of

59 to 61 years of age and 10 years of service.

64 years or less

'10 years 65 years or more

May retire once participant meets the predeterm¡ned age of

65 years of age.

May retire at any time in the future after June 30, 2013.

Public Officers in High-Hisk Pos¡tions may voluntar¡ly opt to retire after reaching the age of 55 and 30 years of service.

Ret¡rement shall be mandatory on the date the participant reaches both 30 years of service and the age of 58. Ret¡rement shall

be optional for the members of the System ¡n act¡ve serv¡ce, on and after the date they have atta¡ned the age of 55 yeafs and

have completed at least 25 years of cred¡table service; and for members of the System who hav¡ng reached the age of 58

years, and have completed ai least 10 years of cred¡table service. The members of the Police shall also have the option of a

retirement annuity on and aller the date on wh¡ch they have atta¡ned the age of 50 years and have completed at least 25 years

of cred¡table serv¡ce. Any participant whose separat¡on from the serv¡ce occurs prior to having anained the age of 58 years, who

shall have completed at least 10 years of cred¡table service, and who shall have not appl¡ed for, nor received reimbursement of

accumulated contributions shall be ent¡tled lo receive a deferred ret¡rement annuity. Said part¡cipants shall receive a deferred

ret¡rement annu¡ty which shall commence upon atta¡n¡ng the age of 58 years or after atta¡ning the age of 50 years ¡n the case of
policemen or firemen, and 55 years in the case of the other participants, ¡l they have completed at least 25 years of service ¡n

one case or the other.

For employees who were hired before April 1, 1990, the amount of the annu¡ty shall be one and 1.50% of the average

compensat¡on multiplied by the number of years of creditable service up to 20 yeals, plus 2% of the average compensal¡on

mulliplied by the number of years of creditable serv¡ce ¡n excess of 20 years up to June 30, 2013. For employees hired after
April 1, 1990, the amount ol the annuity shall be 1.5% of the average compensat¡on mulliplied by lhe years of accred¡ted

services up to June 30, 2013.From July 1, 2013 onwards, participants in the retirement syslem will not accumulate new years of
service nor rece¡ve accredilation for previously unrecognized serv¡ce years, transfer contribut¡ons, or retum contributions for
per¡ods ending on or before June 30, 2013.
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NOTE 15 - EMPLOYEE'S BETIREMENT PLAN (CONTINUED)

However, a minimum pension ol $500 per month, effective July 1, 2013, is hereby fixed for those participants who retired ¡n from

lhe ret¡rement systems. Every pensioner who receives pens¡on of less than $500 per month shall rece¡ve, effective July 1, 2013,

the increase require for h¡yher pens¡on to be $500.

A variety of signilicanf acuarial assumptions are used to delermine the standard measure ol the pens¡on benefit obl¡gat¡on and
these assumptions are summarized below:

* The present value ol the future pension payments was computed by using a discount of 9ol0.

* Future pens¡on payments rellect an assumption of a 6olo salary increase.

The amount ol the total pens¡on benefit obligation is based on a standardized measuremenl established by GASBS No. 27,

Financial Reporting lor Delind Benefit Pension Plans and Notes üsclosurc fot Detined Contibutions Plans. The standardized

measurement ¡s the actuarial prcsent value of est¡mated defined pens¡on benef¡ts, adjusted for the effects of p@ected salary

¡ncreases and step-rate benefits, estimated to be payable in the future as a result of employee services performed lo date. The

measure is ¡ntended to help users assess the System's funding status on a going+oncern basis, assess progress made in

accumulaling sufficient assets to pay benefits when due, and make comparisons among other public retirement systems. The

measure is independent ol the actuarial funding method used to determine contributions to the plan.

Contributions in 2013 and prior years were made based on percenlages establ¡shed by the law. Such percentage has not been

based on actuarial slud¡es, as requ¡red by accounting principles generally accepted in the Un¡ted States of America. An

actuarial compilation of the annual contribut¡on appl¡cable to the Municipality has not been prepared. Accordingly, the accounls

by which the actual contr¡but¡ons d¡tfer lrom the required actuarial contr¡but¡ons are not known.

The membersh¡p of retirees and beneficiaries cunently receiv¡ng benefits and tem¡nated employees ent¡tled to benef¡ts, bul not

yet rece¡v¡ng benefits, and act¡ve employees and the d¡stribut¡on of active employees between vested and non-vested is not

readily available.

ln the event of the death of any part¡cipant who had contributions accrued ¡n the new hybrid system, contributions woutd be

re¡mbursed to heirs or other designated persons as determined by the parlic¡pant, equal to the orig¡nal contr¡but¡ons plus

undislributed ¡ncome up to the date of the participant's dealh. ln the case ol total and pemanenl disability or due to term¡nal

illness, the participanl w¡ll be ent¡tled to his or hers contributions in a lump sum or an annuily at the option of the participant. The

Puerlo Rico Employee Retirement System also established a disab¡lity benefits program, which may provide temporary

annu¡t¡es by means ol disability insurance in the event ol total and permanent d¡sab¡l¡t¡es, and ¡s funded by a maximum ol0.25ol"

of participant's salary.

Additional benefits are annually awarded for participants ol the defined contribution and hybrid retirement systems, but not the
Rel¡rement 2000 System, now replaced by the hybrid system. These benefits ¡nclude a medicine bonus of $100 provided by

July 15th, a Christmas bonus of $200 provided by December 20th, and contribul¡on of $100 by the Systems to employees'
medical insurance plans. These additional benefits are funded by a special contribut¡on by the Mun¡cipality to the systems
beginning Írom fiscal yeat 2013-2014 onwards in lhe order of $2,000 for every pensioner ¡n the Systems who b€gan to work
belore December 31, 1999.

The total pens¡on expend¡tures recorded in the category of adm¡nistration for the Fiscal Year Ended June 30, 2015 was

approximately $413,91. All employees who at the time of employment are 55 years old or less are el¡g¡ble to part¡c¡pate ¡n the
System. No benefit is payable if the participant receives a refund ol his accumulated contributions.
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NOTE 15 - EI,IPLOYEE'S RETIREMENT PLAN (CONTINUED)

As per the requ¡rements of the GASB Statements No. 67 and 68, ESR is required, as the pens¡on plan's administrator, to
provide to each of its partic¡pal¡ng employers audited actuarial and financ¡al ¡nfomation used in the calculat¡on of their
proportionate share of the plan's net pension liability, pens¡on expense and deferred outflowlinflows of resources related to
pens¡ons as of the measuremenl date. For the fiscal year ended June 30, 2015, the measurement date is June 30, 2014. ln

add¡tion, the ESR has to provide all the required actuarial and h¡storical data to be reported in the notes to the f¡nancial

statemenls ol the Mun¡c¡pality and as Required Supplementary lnformation (RSl).

The historical trend information regarding lhe accumulat¡on of assets and pension benefit obligation in the ERS is not available.

For the ten-year kend ¡nformat¡on, refer to the separately issued financial stalements of the EBS as of and for the f¡scal year

ended June 30, 2015. The P.R. Retiremenl Plan Adm¡nistration provides additional information of the ERS. They issue a public

available linancial report that includes financial statements and required supplemenlary information for ERS, as a component

unil of the Commonwealth of Puerto R¡co. That report may be obtained by writing to the Admin¡strat¡on at PO Box 42003,

M¡n¡llas Stat¡on, San Juan, P.R. 00940.

NOTE 16 - COi.¡TINGENCIES

A. CLAIMSANDJUDGMENTS

The Municipality ¡s, at present, a defendant ¡n a number of legal matters that arise from alleged ¡mproper appl¡cat¡on ol policies

and negligence ¡n the ordinary course of the Municipality's activit¡es. The legal counsel ol the Municipality has advised that al
this stage ¡n the proceedings of lawsuits he cannot otfer an op¡nion as to the probable outcome.

ln addit¡on, the Mun¡c¡pality ¡s a delendant or co-defendant in several legal proceedings, which are in d¡scovery stage. Certa¡n ol
these claims are covered by insurance. Legal counsel w¡th the ¡nformation currently ava¡lable can not determ¡ne the final

outcome ol these claims. Accordingly, the financial stalemenls do not include adiustment, il any, that could result lrom lhe

resolution of this legal proceed¡ng. However, ¡t has been the Municipality's experience that such act¡ons are settled for amounts

substant¡ally less than the claimed amounts.

B. FEDERALGRANTS

ln the normal course of operal¡ons, the Mun¡c¡pality receives grants from various Federal and State agencies. The grant

programs are subject to audit by agents of the granting authority, the purpose of which ¡s to ensure compl¡ance with conditions
precedent to the granting of funds. Any liability for reimbursemenl which may arise as the result of these audits is not bel¡eved to

be material.
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NOTE 17 - FUr'rD BALANCE (DEFTCTT)

As ol June 30, 2015, the fund balance (deficit) classifications are as follows:

Fund Bahnce (&ficit)
Gerler¿l

Fuñd

sbb
H€ad S:brr As¡gnrc

Fúnd Fund

Olhel
t eü Seo¡ce Govemnerbl

Fund Fund

Capilal
Lons Pro¡€Ei
Fund Fund

Resbicted lor:
Geoeral Govemment
Public Salely
PublicWoús
Culture and Recreáton
Healh and Sanihlbn
Human SéNices and Wellale
Urban Development
Educalbn
Debl SeNice

Unassiged

Tot¡l Fund Bahnce (Deñcil)

t-:

.

Í2.927.7W\

t I2p27¿01.1

t.

3,906.604

llt06^604

t.

r.667100

:

¡$6eo0

,lo,*-

t1422,.441

60r 286

¡ i01¿!6

$
59,701

301,786
n,m
36,042

159,749

653,407
1,870

l__li¿,E¿r5

$ s98
59,701

301,786
n3N
36,042

159,749

7,649,854
1,870

601,286

f2.927.7W\

L_5.9m$Z

NOTEfS-FUNDDEFICIT

The Mun¡c¡pality has accumulated deficit of $2,927,201 in the General Fund. The Municipality's plan adopted w¡th 20'15-2016
budget includes a balanced operating budget achieved through cost-cutt¡ng measures in the previous I¡scal years. The budget
does not address the cumulative General Fund deficit.

NOTE 19 - PRIOR PEBIOD ANUSTI'ENT

A. GOVERNMENT WIDE FII'¡ANCIAL STATEMENTS

The lollowing restatements have been made ¡n the govemment wide financial stalemenls, wh¡ch are reported as an

adiustment to the beg¡nning net posit¡on:

fhscriotion

Net pos¡tion - beginning

Cumulative effect of application 0f GASB 68,
net pension l¡ab¡l¡ty

Net position - beg¡nn¡ng, as restated

Governmental
Activities

SUBSEOUENT EVENTS

Management has evaluated subsequent events through March 30, 2016, which ¡s the date the financial statements were
ava¡lable to be issued and detem¡ned thal no material subsequent events require an est¡mate to be recorded or disclosed
as of June 30, 2015.

$ 25,404,817

(24,601,121)

$ 803,696

END OF NOTES
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COMMONWEALTH OF PUEBTO BICO

MUNICIPALITY OF SABANA GBANDE

BUDGETARY COMPARISON SCHEDULE. GENERAL FUND
(SEE NOTES TO BUDGETARY COMPARISON SCHEDULE)

FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Budqeted Amounts
Oriqinal Final

Variance w¡th
ActualAmounts F¡nalBudget

(BudgetaryBasis) Positive
(See Note f) (Neqative)

RESOURCES (INFLOWS):

Property Taxes

Sales Taxes
Volume of Business Taxes
lntergovernmenlal Revenues
Licenses and Permits

Rent
Miscellaneous

Total Resources (lnf lows)

CHAHGES TO APPBOPBIATIONS (OUTFLOWS)

Current:
Mayor and Municipal Legislature
General Government
Public Safety
Public Works

Culture and Becreation

Health and Sanitation
Human Services and Welfare
Transfer to Other Funds

Total changes to appropr¡ations

EXCESS (DEFTCTENCY) OF HEVENUES OVER
(UNDER) EXPENDITURES

$ 2,057,998
1,483,632

966,271

5,560,574
305,707
185,000

940.297

1 1,499.479

2,784,684

3,212,029
509,667

2,290,001

390,790
400,894

1,541,439
369.975

1'1.499,479

$

$ 2,057,998
1,483,632

966,271

5,560,574
305,707
185,000

940,297

't1.499,479

2,916,626

3,399,553
375,059

2,392,285

360,347
368,801

1,370,073
316.735

11,499.479

$

$ 1,902,384

1,296,957
1,110,965

6,17r,854
62,749
82,438

398.096

11,025.443

2,853,08r

2,921,005
351,811

2,628,734

357,968
331,309

1,334,495
316.653

11,095,056

§ 169.613)

$ (155,614)
(186,67s)

144,694

61'1,280
(242,958)
(102,562)

1542.201\

{474.036)

63,545
478,548

23,248
(236,449)

2,379
37,492

82

404.423

s (69.613)

See accompanying Notes to Bequired Supplementary lnformation
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COMMONWEALTH OF PUEBTO RICO

MUNICIPALIW OF SABANA GRANDE

BUDGETARY COMPARISON SCHEDULE. GENERAL FUND
(SEE NOTES TO BUDGETABY COMPARISON SCHEDULE)

FOR THE FISCAL YEAR ENDED JUNE 30,2015

NOTE A - EXPLANATIoN 0F DIFFERENCES BEnVEEN BUDGETARY INFLoWS AND oUTFLoWS AND GAAP

REVENUES AND EXPENDITUBES
GENERAL FUND

Sou rces,/inflows of resources;
Actual amounts (budgetary bas¡s)lavailable for appropriation' from the budgelary comparison

schedule (Page 51) $ '11,025,443

Differences-budget to GAAP:

Prior and current adjustments to revenues 49.314

Tolal revenues as reported on the Statement of Governmental Fund Revenues, Expenditures

and Changes in Fund Balances (Page 14) SI1074J5Z

Usedoutf lows of fesources:
Actual amounts (budgetary basis)lotal charges to appropriat¡ons" from the budgetary $ 1 1 ,095,056

comparison schedule (Page 51)

Diff erences-budget to GAAP:

Prior year expenditures are nol outflows of budgetary resources, but are expenditures for

financial reporting purposes 191,869

Encumbrances for supplies and equipment ordered but not received are reported in the year

the order is placed for budgetary report¡ng purposes (99,141)

Transfers to other funds are outflows of budgetary resources, but are not expenditures for
financial reporting purposes (316,653)

Adjustment to expenditures 277,538

Total expenditures as reported on the Statement of Governmental Fund Revenues,

Expenditures, and Changes in Fund Balances (Page 14) SI1!SS09

NOTE B - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILIW

A. BUDGETARYCONTROL

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not in accordance w¡th GMP, and

represents departmental appropr¡ations recommended by the Mayor and approved by the Municipal Legislature prior to the
beginning of the fiscal year. Amendments to the budget require the approval of the Municipal Legislature. Transfers of
appropr¡ations w¡thin the budget, known as Mayor's Hesolutions, do nol requ¡re the approval of the Munic¡pal Leg¡slature.

The Municipality prepares its annual budget including the operations ol the generalfund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (¡.e., purchase orders, contracts) are considered
expenditures when incurred. For GMP report¡ng purposes, encumbrances outstanding at year-end are reported as reservations
of fund balances and do not constitute expend¡tures or liabilities because lhe commitments will be honored during the
subsequent year.
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IIUNICIPAL]ÍY OF SAEANA GRAilDE

NOTES TO BUDGETARY CoIPARTSON SCHEDULE- GEr{EBAL FUND (COiffrNUED)

FOR THE FISCAL YEAR EilDED JUNE 3{I, M.f 4

NoTE B - STEWABDSHTP, CoMPLTANCE AND ACCoUNTABTLTTY (CONTTNUED)

B. EUDGEÍARYCONTROL(CONTINUED)

The unencumbered balance of any appropriation at the end of the fiscal year will lapse al lhe end ol such fiscal year. Other
appropriations, mainly capital project appropriatiom, are continuing a@ounts for whhh the Mun¡c¡pal Legislature has authorized
thal an unspent balance from lhe prior year be carried loMard and made available for cunent spending.

The annual budgel as presenled ¡n he Budgehry Compadson Scheduleceneral Fund ¡s the budget ordinance at June 30,
2014 represenling the original budget. There were no supplemental approprial¡ons lor lhe year ended June 30, 2015.
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Puerto Hico Govemment Empbyees Retirement System
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$ 389,667

(389,667)

s

$ 2,74,716
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL HEPORTING
AND ON COMPLIANCE AND OTHER MATTEBS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCEWITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members of the
Mun¡c¡pal Assembly
Sabana Grande, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to f¡nancial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the f¡nanc¡al statements of the governmental
activities, each major fund, and the aggregate remaining fund information of Municipali§ of Sabana
Grande, 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 Sabana Grande, Puerto R¡co's basic financial
statements, and have issued our report thereon dated March 30, 2016.

lnternal Control Over Financial Report¡ng

ln planning and performing our aud¡t of the financial statements, we considered Municipality of Sabana
Grande, Puerto Rico's internal control over financial reporting (¡nternal control) to determ¡ne the aud¡t
procedures that are appropriate ¡n the circumstances for the purpose of express¡ng our opin¡ons on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Municipality
of Sabana Grande, Puerto Rico's internal control. Accordingly, we do not express an opinion on the
effectiveness of Munic¡pal¡ty of Sabana Grande, Puerto R¡co's internal control.

A defic¡ency in internal confrol exists when the design or operation of a control does not allow
management or employees, ¡n the normal course of performing their assigned lunctions, to prevent, or
detect and correct, m¡sstatemenls on a timely basis. A material weakness is a deficiency, or a
comb¡nation of deficiencies, ¡n internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a
timely basis. A sign¡ficant deficiency is a defic¡ency, or a combination of def iciencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the f¡rst paragraph of this
seclion and was not designed to ¡dent¡fy all deficiencies in internal control that might be material
weaknesses or, s¡gn¡f¡cant deficiencies. G¡ven these limitations, during our aud¡t we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, mater¡al
weaknesses may exist that have not been ¡dent¡fied.

Compliance and Other Matters

As part of obta¡ning reasonable assurance about whether Municipality of Sabana Grande, Puerto R¡co's
f¡nancial statements are free from material m¡sstatement, we performed tests of its compliance with
certa¡n provisions of laws, regulat¡ons, contracts, and grant agreements, noncompl¡ance 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 accord¡ngly, we do
not express such an opin¡on. The results of our tests disclosed no instance of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REOUIRED BY OMB CIRCULAR A.13Ii}

Honorable Mayor and Members of the
Municipal Assembly
Sabana Grande, Puerto Rico

Report on Compliance for Each Maior Federal Program

We have audited Municipal¡ty of Sabana Grande, Puerto Rico's compliance w¡th the types of compl¡ance
requirements descr¡bed in lhe OMB Ckcular A-133 Compliance Supplement thal could have a d¡rect and
mater¡al effect on each of Municipality ol Sabana Grande, Puerto Flico's major federal programs for the
year ended June 30, 2015. Municipality of Sabana Grande, Puerto Rico's major federal programs are
identified in the summary ol auditor's results sect¡on of the accompanying schedule of lindings and
quest¡oned costs.

Management's Respons¡b¡lity

Management is respons¡ble for compliance with the requirements ol laws, regulations, contracts, and
grants appl¡cable to ¡ts federal programs.

Aud¡tor's Respons¡bility

Our responsib¡l¡ty is to express an opinion on compl¡ance for each ol Munic¡pality of Sabana Grande,
Puerto Rico's ma.jor federal programs based on our audit of the types of compl¡ance requirements
referred to above. We conducted our audit ol compliance in accordance with aud¡ting standards generally
accepted ¡n the United States of America; the standards applicable to financial aud¡ts contained in
Government Auditing Standards, issued by the Comptroller General of the United States and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB C¡rcular A-133 require that we plan and perform the aud¡t to obtain reasonable assurance about
whether noncompliance with the types of compl¡ance requ¡rements referred to above that could have a
direct and material effect on a major federal program occurred. An aud¡t includes examining, on a test
basis, evidence about Munic¡pality ol Sabana Grande, Puerto R¡co's compl¡ance with those requirements
and perlorming such other procedures as we considered necessary in the circumstances.

We bel¡eve thal our aud¡t provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determinat¡on ol Munic¡pal¡ty of Sabana
Grande, Puerto Rico's compl¡ance.

Opinion on Each Maior Federal Program

ln our opin¡on, Mun¡cipality of Sabana Grande, Puerto Rico, complied, in all mater¡al respects, w¡th the
types of compliance requirements referred to above that could have a direct and material effect on each
of its major federal programs for the year ended June 30, 2015.



Report on lnternal Control Over Compliance

Management of Municipality of Sabana Grande, Puerto R¡co, ¡s responsible for establ¡shing and
mainta¡n¡ng effective inlernal control over compl¡ance with the types of compliance requirements referred
to above. ln planning and perlorming our audit of compl¡ance, we considered Municipality of Sabana
Grande, Puerto R¡co's internal control over compliance with the types of requirements that could have a
d¡rect and material effect on each major federal program to determ¡ne the aud¡t¡ng procedures that are
appropr¡ate in the c¡rcumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compl¡ance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the eflect¡veness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of Municipality of
Sabana Grande, Puerto Rico's internal control over compl¡ance.

A deficiency in internal control over compliance exists when the des¡gn or operation of a conlrol over
compliance does not allow management or employees, in the normal course of performing the¡r assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement ol a
federal program on a timely basis. A material weakness in internal control over compl¡ance is a
def¡ciency, or combination ol deficiencies, in internal control over compliance, such that there is a
reasonable possib¡l¡ty that material noncompl¡ance w¡th a type of compliance requ¡rement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A srgnlflca nt deficiency in
internal control over compl¡ance is a deficiency, or a comb¡nat¡on of deficiencies, in internal control over
compliance with a type of compliance requ¡rement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to mer¡t atient¡on by those charged
with governance.

Our considerat¡on of internal control over compliance was for the limited purpose descr¡bed in the first
paragraph of this section and was not des¡gned to ¡dentify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. We d¡d not ident¡ly any
deliciencies ¡n ¡nlernal control over compl¡ance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A'133

We have audited the financial statements of the governmental act¡vities, each major fund, and the
aggregate rema¡n¡ng fund inlormation of Municipality of Sabana Grande, Puerlo Fl¡co, as of and for the
year ended June 30, 2015, and the related notes to the financial statements, which collectively compr¡se
Mun¡cipality of Sabana Grande, Puerto Rico's basic financial statements. We issued our report thereon
dated March 30,2016, which contained a qualified opinion on financial statements ol the governmental

activities because we were unable to obtain sutf¡cient appropriate evidence of the amounts reported
regarding the Municipality's participation ¡n the Puerto Rico Employee Retirement System. Our report
¡ncluded unmodified opin¡ons on each major fund, and the aggregate remaining fund ¡nformation. Our
audit was conducted for the purpose ol forming opinions on the financial statements that collectively
compr¡se the basic financ¡al statements. The accompanying schedule ol expenditures ol federal awards
is presented for purposes of add¡tional analysis as required by OMB Circular A-133 and ¡s not a required
part of the basic financial statements. Such information ¡s the respons¡bility of management and was
derived from and relates d¡rectly to the underly¡ng accounting and other records used to prepare the basic
f¡nanc¡al statements. The informat¡on has been subjected to the aud¡ting procedures applied in the audit
of the f¡nancial statements and certain add¡tional procedures, including comparing and reconciling such
information directly to the underlying accounling and other records used to prepare lhe basic f¡nancial
statements or to the basic financ¡al statements themselves, and other additional procedures in

accordance with auditing standards generally accepted in the United States of America. ln our opinion,
the schedule ol expenditures of federal awards is fa¡rly stated in all material respects ¡n relat¡on to the
basic financial statements as a whole.
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COI'IIONWEALTH OF PUERTO RICO

iIUNICIPALITY OF SABANA GRANDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FISCAT YEAR EI{DED JUNE 30,2015

Federal Grantor/Pass-through
Grantor/Program or Cluster Title

U.S. DEPARTMENT OF AGRICULTURE:
Pass-through State- P.R. Departmenr of Education:

Child and Adutt Care Food Program

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT:
Pass-through State - Office of the Commissioner of Municipal
Affairs:
Community Development Block Grants - Srate

Pass-tkough Staie - P.R. Public Housing Administration
Public and Indian Housing

Direct Program:

Section 8 Housing Choice Vouchers Program

Total U.S. Department of Housing and Urban Development

U.S. DEPARTMENT OF EDUCATION:
Pass-through State- P.R. Depanment of Education

School Improvement Grant

U.S. DEPARTMEI{T OT' HOMELAND SECURITY:

Pass-through State- P.R. Covemor 's Office - Public Security
Affairs Office

Disaste¡ Grants - Public Assistance

U.S. DEPARTMENT OF HEALTH AND HUMAN SERYICE
Pass-through State- P.R. Ofñce for Pensioners and Senior Cirizens

Special Program for Aging. Title III, Part B

Pass-through State- Administration for Children and Families:
Community Services Block Grant
Child Care and Development Block Grant
Family Violence Prevention and Services
Head Stan

Direct Program:
Early Head Start

Total U,S. Departnrent of Health rnd Hu¡nan Scryice:

TOTAL EXPENDITURES OF FEDERAL AWARDS

Pass-through Federal
Entityldentifying Expenditures
Number (Note C) (Note A)

Federsl
CFDA

Number
(Note B)

r0.558 s 451.132

37 4,332

386,976

854,393

r,6r5'70l

1,717,836

38.463

4t,625

46,549
r59,566
48,830

5,O55,137

584,998

5,936,705

t4.228

14.850

14.8'11

84.37't

97 .036

93.U4

93.569
93.57s
93.592
93.600

93.600



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF SABANA GRANDE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30,2015

NOTE I

NOTE 2

NOTE 3

NOTE 4

NOTE 5

GENERAL

The accompanying Schedule ol Expenditures of Federal Awards includes the lederal grant activily of
the Mun¡cipality of Sabana Grande, Puerto Rico (Municipality) and is presented on the modified actrual
basis accounting. The informat¡on in th¡s schedule ¡s presented in accordance with the requirements of
OMB Circular A-133, Audds ot States, Local GovemmenE, and Non-profit Oryanizations. Therefore,
some amounls presented ¡n th¡s schedule may differ lrom amounls presented in, or used in lhe
preparation of, the general-purpose financial statements. The reporting entity ¡s def¡ned in Note (1) (A)
to the generalpurpose combined financ¡al statements.

SUfilfilARY OF SIGNIFICANT ACCOUNT|NG POLICIES

A. The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality,s
accounting recorG and ¡s not intended to present financ¡al posit¡on or the results ol operalions.

B. The financial transactions are recorded by the Mun¡c¡pality in accordance wilh the terms and
cond¡t¡ons of the grants, which are consistent w¡th accounting principles generally accepted in the
Un¡ted Slates of America.

C. Expenditures are recognized in the accounting period in which the liability is incuned, if
measurable or when actually pa¡d, whichever occurs first.

FEDERAL CFDA NUIiIBER

The oFDA numbers included in this schedule are determined based on the program name, review of
grant contract ¡nformat¡on and the office of Management and Budget's catalogue of Federal Domestic
Assistance.

PASS THROUGH GRANTOR'S NUMBER

state or local govemment redistribution ol federal awards to the Municipal¡ty, treated as ¡f they were
received d¡rectly from the federal govemment. oMB circular A-133 requires the schedule to include
the name of lhe pass through entity and identify¡ng number assigned by the pass through entity for
lederal awards received as a subrecipient. Numbers ¡dentified as l,l/AV are not ava¡lable.

IIA'OR PROGRAMS

Major programs are ident¡fied in the Summary of Audito/s Besults Section of the Schedule of Find¡ngs
and Ouestioned Costs.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF SABANA GRANDE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)

JUNE 30,2015

NOTE6-RECONCILNNONOF
FEDERAL AWAHDS
STATEiTEI'ITS

EXPENDITURES PRESENTED

TO THE EXPENDITURES

IN THE SCHEDULE OF EXPENDITURES OF
PRESEI{TED IN THE BASIC FINANCIAL

Descdflion

10.558

14.228
14.850
14.871

84.377
93.044
93.569
93.575
93.592
93.600
97.036

Total federal awards expenditures

Total nonfederal awards expenditures

and transfers

Total expenditures and net transfers,
fund statements

Head Start
Program

$

4,766,098

4,766,098

uJ66.098

Oher
Govemmental

Funds

$ 451,132
374,332
386,976
854,393

1,717,836

41,625
46,549

159,566

48,830
874,037
38.463

4,993,739

3.'119,676

$8JM15

END OF NOTES



COMMONWEALTH OF PUEHTO RICO

MUNICIPALITY OF SABANA GRANDE, PUEBTO BICO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30,2015

SECTION I- SUMMARY OF AUDITORS' RESULTS

Financial Statements
Type of auditods report issued:

lnternal control over f¡nancial reporting:

. Significantdefic¡encyident¡f¡ed?

. Material weakness (es) ident¡f¡ed?

Federal Awards
lnternal control over major programs:

. Significantdeficiencyidentified?

. Material weakness (es) ident¡fied?

Type of audito/s reporl issued on compliance for

Major Programs:

Any audit find¡ng d¡sclosed that are requ¡red to be reported

in accordance with Section 510(a) of Circular A-133?

10.558

14.871

14.228
14.850

84.377

93.600

Dollar threshold used to distinguish between

Type A and Type B Programs:

Auditee qualified as low-risk auditee?

Child and Adult Care Food Program

Section 8 Hous¡ng Choice Vouchers

Community Development Block Grant- State Program

Public and lndian Housing
School lmprovement Grants

Head Start and Early Head Start

$300,000

! ves

! ves

f ves

Noncompliance materialto financial statements noted? ! Ves

! ves

! ves

E ¡lo

fTl Unmodilied opinion - I Qualified Opinion -
All op¡nion Un¡ts except Scope Limitation on

Government-W¡de Government-Wide
Financial Statements Financial Statements

f-l Adverse opinion fl Disclaimer Opinion

[] None reported

Eno

ENo

f¡ None reported

Eruo

[Íl Unqualified Opinion f-l Qual¡l¡ed Opin¡on

f ] Adverse opinion f-l Disclaimer opinion

! ves

ldentification of Major Programs:

CFDA Number Name of Federal Proqram or Cluster

END OF SECTION

[! ruo
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COTIIO{WEALIH OF PUERTO RICO
¡IUNICIPAUTY OF SABA}IA GBA¡{DE
SUII¡IARY SCHEDULE OF PRIOR AUDIT FI]{O]{OS
FOB T}IE YEAR EI{DED JUilE fl¡, MI5

Yc¡(3) [J# CFDA Ou.!üon d
]lumbc Coa{¡)

(f ) Auü Flndlng ü¡t h.u! bür full, coírcüd ü mt notrd úrdng our rudll:

NONE.

(2) Ar¡dlt Fttdln$ not coí!frd or p¡rü¡lly oontct d:

NONE.

(3) Cor¡cdn rcdon t¡l6n ¡. d$tlñc.nüy dllfonnt tom cor¡cdr rcdon pwlouCy npoüd:

NONE.

({) Audlt tudlngl rn m lmgcr vCld:

NONE.
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