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INDEPENDE¡IT AUDITORS REPORT

To trc lionorde Mayor and
Municipal Legidature

Municipdity of Sar Lorenzo, Puerto Rlco

Rgport on the Bas¡c F¡nanc¡al §atements

We have audited he accompanying basic financial datements of the govemmental acliviües, eadr major fund and tre
aggrogats rsmain¡ng fund information of tp Municipality of San Lorenzo of he CofiÍmw€dtr of Puerto Ri» (üre Mun¡dpdity),
as of and for he year ended June 30, 2015, and he related notes to he finaEial statemenls, $,hk* collec{ively conprise he
Municipdity's finanoial slatenrents as listed in úre tále of contents.

Manaoemenfs Responsibilitv for the Financial Stabments

Managemsnt is responsible for úre Eeparalion and fair presentalbn of tfe.se fnancial dat€nents in mrdance wiür accognüng
finciples genaally accepted in lhe United States of America; his indrdes the design, implementaüon, and maintenance of
intemal conhol relevant to lhe preparation and fah presentation offnancial statements t¡at are free from material misstatsment,
whett¡er due to fraud or enor.

Auditor's Resmnsibilitv

our rosponsibility is to express opin¡ons on these financial statements based on our audit. We conducled our audit in
accordance wih audiüng standards generally accepted in trhe United States of Anorica and tre standards applioable to financid
audits contained in Covemr¡ent Auditing Standards iss.red by üre Compholler Gensral of üre United States. lhose standards
requirs lhat wB dan ard perform he audit to obtain reasonable as$rance áout wheürr ú}e finarrcid statennnts de foo fom
matsrial misslalernent.

An audit involves performing procedures to obta¡n audit ev¡dence about be amounts and disclosures in fre financial staten¡ents.
Ihe procedures selected depend on the auditor's judgmen! including the assessment of the risks of malerid rússtatarnent of
the fnancial statenpnts, whetcr due to taud or enor. ln making those dsk assessments, ú¡e audilor consirjers internal mntrol
relevant to he Municipd¡tys prepaation and fair presenlation of the financialstaternents in order to design audit procsdures hat
are appropriate in he circumstances, but not for he purpose of expressing an opinion on the eflEctiveness of the entity's intomal
conbol. Accord¡ngly, we express no such opinion. An audit also includes evaluating the appropr¡ateness of accounting policies
used and he reasonálensss of signifcant accounting estimates made by managemen! as well as evaluating the overall
presentaüon of trc financid statenpnts.

We believe Ú¡al the aJdit evidence we ha¡e obta¡ned is slfficient and appropriate to provide a basis for our audit opinions.



Summarv of O¡inions

Opfnlon lJnit Type of Opinion

Govemnpntal Activities Qualified
lúaior Fur¡ds Unmodified
Aggregab Remaining Fund lnfumat'on Unmodifed

The defer¡ed outflows/inflou¡s of resources and net pens¡on liability in govemrental activ¡'ties of fte govemmenlal - wide
statement of net position, and ltre pension e¡@nse for üe curent period change in ún liabilfi in govemmental m{ivities of the
govemmenfal - wide §tabment of ativities, represenb 100 percent, 100 percen! 32 percent and 5 pe¡cent of úre bbl
defered outflorys/inflou,s of resources, bhl liability as of June 30, 201s, and toH expeñse, rcspeaive[], for he fscal year
ended. Tlese amounb u,ere derived ftom üre applícation of üre proportional share ¡ncluded in üre'unaudibd fnarrial
shtemenb, noies and requ¡red supplemenhry informaüon of he Employees' Retirement System of úre Gorrcmment of the
Comrnnwealü of Pue o Rim, a cost-sharing mulliple+mplopr pension plan. We vrere unable b obtaín suffcient appmprhb
audit evidence about the poportional shafe used to det-.rmine the defer¡ed ousows/infloun of resources, net penSóá tiáutity,
pension expenses of the govemmenlal activitis and note of pensions plan. Corsequenüy, ne vrere unaÚe to debrmine
uñether any djustnents to lhese arutnb and disclosure were necessary.

Qualified Ooinion

ln our opinion, except for úre effecb of he malter described above in the 'Basb br Q.¡alified Opinion on Govemmental
Acliviües and Nob Dischsure Regading Pensitm Plan' paragraph, the financial statements refered to above present fairly, a¡¡
material respects, he respective finarcial position of tre govemmental activili€s of úre Municipality as of June 30, 20i5 anti ü¡e
respective charyes in he ñnancial position thereof for the year úlen ended in cmbrmity with accounting principles generally
accepted in he United States of America.

Unmodified Ooinions

ln our opinion, tn financial statemenb refened to above plesent fairly, all mabrial respects, he respective financial psition of
each maju funds and the aggregate remaining fund informaüon of tlre Municipality, as of June 30, 2015 and t¡g iespective
changes in Ú¡e financial position thereof for the fscal year fren ended in conformity wiúr accounting principles generally
accepted in tle United §atres of America.

Emphasis. of - ilatter

l{ewly Adopted Standards

As discussed in Note 21 to the basic fnancial statenenb, úre Municipality adopted new guidance, the Govemmental
Accounling Standards Board (GASB) 68, 'Accounting and F¡nancial Reporting for Pensions - An Amerdrpnt to GASB
Statement 27', and GASB Slatement No. 71, 'Pension l¡ansition for Conüibutibns Made Subsequent to the l/easurement
Date, an amendment to GASB 68', during fiscalyear 2015. Our opinions are not mod¡fied wih respect to this matter.



TORRES, HEiM¡IDÉZ & PU¡IER, CPA" PSC

Certifi €d Public Accountant8k?k:
INDEPENDENT AUDITORS' REPORT

To $e Honorable Mayor and

Municipal Legislature
Municipality of San Lorenzo, Puerto Rlco

Report on the Bas¡c Financ¡al Slatements

We have audited the accompanying bmic ñnancial statemenb of lhe govemmental ac{ivities, each mqjor fund and $e
aggregate remaining fund information of the Municipality of San Lorenzo of he Commonwealh of Puerto Rim (the

Municipali§), a of and for fn year ended June 30, 2015, and the related nctes to the fimncial statemenb, which collectively

comprise he Municipalit¡/s financial statemenb as listed in tle table of contenb.

ManaEement's Resoonsibilitv for he F¡nancial Statements

Management is responsible for úr preparation and fuir presentation of these financial statemenb in accordance wiür

accountirg princ¡ples gererally accepted in ñe United States of America; his includes the design, imdementation, and

ma¡ntenance of ¡nternal contol relevant to the preparalion and fair presenhtion of fnancial statemenb tl¡at are free fom
material misstatement whether due to Í-aud or error.

Audito¡'s Responsibilitv

Our responsibility is to express op¡nions on these financial statemenF based on our audit. We conducted our audit in

accodance with auditing standards generally accepted in the United States of America and the standads applicable to
fnancial audits mntained in Govemment Atditing Standads issued by the Comptoller General of úte United States. Those

standards require that we plan and perform the audit to obtain reasonable assurance about whetpr the financial statemenb
are free fom mateÍal mislatement

An audit invoh,es .performing procedures to obtain audit evidence about üe amounts and disclosures in he fnancial
statements. The procedures sdected depend on ú¡e audito/s iudgment, including the assessment of the risks of matedal

m¡sshtement of he financial staiements, whether due to fiaud or enor. ln making hose risk assessments, the auditor

corsiders intemal contol relevant to ú¡e Municipali§'s preparation and fair presentation of the financial statements ¡n order lo
design audit pmcedures üat are appropriate in he circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the enti§'s intemal control. Accordingly, we express no such opinion. An audit also includes evaluaüng he
appropriabness of accounüng pol¡cies used and the reasonableness of s¡gnificant accounüng estimates made by

management, as wellas evaluaüng the overall presentaüon oflhe financial statemenE.

We believe that the audit eüdence we have obtained is sufficient and appropriate to provide a bas¡s for our audit opinions.

Added Value Seruices, Provided by Leading Proress¡orrars, Obtalnlng a Reasonable Retu¡n on lnveslment
PO Box 4846, Carolina, PR 00984-4846

fel. O87) 7524545 FaD< (7871 75246Á4
www.thpcpa.com

ópeerReJlewl' Pfogfam-.'
flB SÉ,tdárd dE el¡áe



Olñer Reportng Requlred by Govemm€nt fudlüng Shndards

ln acodape $ü Goyoínurt Ar¡dilip Slandards, re hae *o iss¡ed or ¡epod ded l,Hr 31, 2010 m qr
onsllomtir d üo Muni*p¿lt/s irBn¿ onbol orer ftrarlc reporlhg ald our bst d its omf¡Salre wiü¡ cerEú¡ ptort*¡m

oú tssüU o, inbmal conüol over fuarbl reporlürg rd compfidrce ard üp re§{b d H bdirE, ild not b proukle al 
!qiim on üe ¡t¡brd ond wer fnarH r€porlfuB üon mm$are.lltd npott b ar inQrd patdar adit pefumed h '

an ara r¡ih Goremment Audiúng Sadatds in omittedA üp tiir*ipfr/s inbmd colfu over fnard r€porlirp and
coflpñarce.

7.*qo{4"eee$W
Ton¡e, Hernández & R¡nter, CPA PSC

Cedñed fuHlc Accountanb

Carclha, R¡orúo R¡co

lvtadr3l,2016

Stamp*E1G9378 ofürc
Col@eof C,PA'sof
Rrcrb Rho b añxed
büleortind.



@ HoiflYEALTH oF NERTo Rco
MuMclprurv or Sa¡ Lonszo

§rilrARy ScHEDur-E oF hloRAuDffs FrDilGs
FoR THE FIscÁL YEAR ET{DED JI.TE 30, mI 5

The information in his section ¡s not covered by úre lndependent Auditois Repor! but is presented as reqúred
suppl€mentary infurmatión for he benefit of he readers of he F¡nancial Reporl

As manag€ment of th€ Municipality of Sar Lorenzo of üre Comnnnnedth of Puerto Rico (úre 'Munlipdffi, r,re ofu úrs
reader of lhe Munijpdity's fnancid staternsnts hls narative overview of he fnancial aclivities of te Municipali§ for üre
fscal year ended June 30, 2015. We enc rage roadors to on§der the irformation presented here h conjunc,tion wih üp
Muniipdit/s financial daterrnls and wih additiond information hat rr¡e ha\,€ tumished in üre MunkÍpdit1/s Bdc
Financid Statementg wtrich immediately follow this sscüon.

FINANC'AL H'GHUGHTS

Govemment-wide Highlighb

The gpvemmsnt-wide financial statements report informaüon about üre Municipality as a whole u§ng hs eoonomic
resoulces Inoasursrnent foors and acsual basis of accounting:

o Net Position of 0t€ Municipality Governmental Activitios, on a govemmenLwide basis, increased at he closo of
fiscd yea 20'15 by $1,774,792, and20l4 dec¡eassd by ($16,805,271), as restated.

. The assets and defened ouffiorvs of resouroes of t¡e Municipdity exceeded its liáiliües and defened inflows of
resources at he dose of fiscal year 2015 by $9,746,740, ard 2014 by 924,455,033, as redated (* swmary
Sfafeynenfs oflVefPosifiiyl aN analysis on page 10).

. Prior period adjustnent of $16,483,085 is primarily he result of the Municipality's untunded pension obligaüons
by the implementation of üre GASB Statern€nts No. 68 and 71.

. Total Revenues of the Munioipality Governmental Activities, on a government-wide basis, deoeased by
($'l , I 30,962) (4.60%) and expenses deoeased (92,950,805) (1 1 .84olo) ¡n mmparison witr year 201 4.

o Total net chflgp in net posiüon, on a government-wide basis, amounted lo $1,774,792, an increase of
$1,452,606 (550.86%) with respeot to prior year (2014) net dange.

Fund Hlghllghts

The fund financial stalernents prov¡de detailed information about the Municipdity's nnst significant funds using the dirrenl
fnancial resources measJren¡ent focus and modified accrual basis of accounting:

. At tho close of ürc alnent fiscd year, the Municipality's govsrnmental funds reported combined ending fund
balances of $2,024,7,14, a dec¡ease of (g'1,327,951) in comparison with the prior year.

¡ The General Fund reported an excess of expenditures over revenues and oher ñnancing sources and usss of
($227,636) and unassigned tund balance oT $1,4nj49|

. Ths investment in capital assets for this year is $33.4 million representing an increase of $2.8 million (or 9.19%)
in mmparison wih prior year.

. Loans principal payments were approximately gl,9'18,000, decreasing long{erm debt.

o Resources available for appropriation were $598,163 more üran budgeted for the General Fund.



Co IoNwEALfH oF f,IERTo RIco SuilrARy SCHEDT,LE oF PRtoR AuDrrs FhtDt{cs
fff,ilICIPAtffY OF SAI{ LoRE{zo FoR fHE FIscAL YEAR EilDED JUNE 30,2015

General Financial Hlghllghts

. Jhe Net lnvestnent in Capitd Assets from Govemmontd Activiües as of June 30, 2015 was $33,382,498
($56,765,979 of c4itd asssb, net of acqJmulatod dsprociaüon, related debt of $8,796,m0 ad unspent c4ital
debt proceeds of $6,412,515).

o Long term debt general and Eecial obligations bonds dscrsased to $29,796,000, approximately a decrsase of
5.90% ($2,022,489) wih respecl to pr¡or yea balance.

. Oúler non§.¡nent liabiliües increases and net reductions from payrEnts amounted to $486,514 and ($591,0G3),

respectively.

. Estimated Revenues increased by $598,163 and total expendilures reflect excess of expendifures over budget of
($1,00í,462). Total Variances amounted to ($403,299) or 2.81% of esümatsd resources.

OVERVIEW OF THE FINANCIAL STATEMENTS

Ihis disorssion and 4larysis is intended to serve as an infoducüon to be Municipality's basic financial §atements, whbh
include bur components: (l) Govemmentd-wide Financial Statements, (2) Fund Finarrcial S'tatements, (3) Notss to he
Basic Financial Statements, and (,1) REuired Supplementary lnformation. The fofls is on boh he Municipdity as a wtnle
(govemmental-wide) and úe major irdMdud funds. The dual perspectives allow he reader to address relevant questjonq

broaden a basis fu comprison (yea-to-year or govemrnent-to-govemnrnt), and enhance he Municipality's
accountability. Ihese various elements of the Conprehensive Annual Financial Report ara related as shown in he graphb
bdow.

i.

I

l



Co IoI{VIEALTH oF RERIo RIco

MuilrctPAUrY oF SAN [oRErzo
SurrARy ScHEDut-E oF hloRAuDns FlllDilcs

FOR IHE FI§CAL YEAR E:IIDED JUIC 30, 2OI5

Basic F¡nancial §abmont

The Municipality's basic fnancid statemenb mndst of tr,vo kinds of datemants, eadl wih a dlfierent view of he
Municipality's lnarrces The govemment-wile fnancid stdsrnents provide boúr long-tam and Srcrt-tsrm informaüon

áout ún Municipality's overall fnancial status. Ths fund financid §atsments fmrs on m{or aspects of he Municipality's
operationq repol'ling únse operalions in nnre detail han úr government-wide fnancial statomsnts.

. llew Signlfrcant Accoun ng Shndards lnpbmenbd

ln fiscal year 201rt2015, üe Municipality adopted two nsw statements of ñnancial accounting standards issed
by he Govemnental Accounting Standards Board (GASB) that rslate to pension acüvity:

. Statsmsnt No. 68, Áocounúlng and Fina¡nial Repuliry tu Pensbns--an ansrúnent of GASB
&atqnent No. 27, utd

. Staternent No. 71, Pens¡on Tnnsilion for C,ontifulbns Made &rbseg{renf fo tllF- lleasurenent Date-
an aneñnent of GASB Sfafemenf A/o 68

Staternent No. 68 (Statornent) establishes standads of accounting ard financid reporting, but not funding or
budSetary standadq for ún Municípality's deñned beneft pension plans This Statement rsplaces üre
requirerpnts of prior C¡{SB statements impacüng aomunüng and dsdosure d pensi:ns

The §gnificant impact to the Municipdity of implementing Statement No. 68 ¡s he reporting of üre Municipality's
unfunded pension l¡áil¡ty on he Mun¡cipality's full accrual basis of accounting government-wide financial
statements. There are dso new note disclos.¡re requirements and $pplem€ntary sdndules required by üre
Staternent.

The measremenl date for the pension liabiliües is as of June 30, 2014. Ihis date refrects a one yed lag and was
used so hat únse finadd statenEnts could be iss¡ed in an expedient manner. Activity (i.e. contibutions made

by the Municipality) occuning during fiscal year n14-N15 are reported as defened outflows of resources in
accordance wih Staten¡ent No. 71.

ln order to implennnt t]€ Statements, a prior period adjusbnent was made to the Municipalit/s July 1,n14nel
position. llis prior period adjustrnnt decreased hs Municipality's net position by $16 ,ü5,271f¡om$24,771 ,219
to $7,971,9¿A and reflects he reporting ot 1) net pension liabilities of $'17,984,¿101, and 2) dofened ouffiows of
resources of $ 1,426,8t/. Please refer to Note 17 for more information regarding he Mun¡cipal¡ty's pen§ons on
pages 68 trrough 84.

The adopüon of Staternent No. 68 has no impacl on he Munic¡pality's govemrnental fund financial statements,

which mntinue lo report arpenditures equal to üs amount of the Municipality's actuaridly determined conbibution
(formerly refared to as the 'annual required conbibuüon'). The calculation of pension contributions is also
unafiected by úris Statennnt.

Also, GASB Statement ¡¡o. 69, Goverrlre nt Conb¡nalions and üsposals of Govemmenf Operaüons were issued
by he Governrnsntal Accounting Standards Board, but does not have impact on the Municipality's fnancial
slalem€nts.

. Govemment-WdeFinancial Statement

The governmont-wido statemonls report information about lhe [runicipality as a whole using accounting rnethods

similar to those used by private-sector businesses. They ars prepared using the flow of economic resources
measurement focus and he accrual basis of accounting.



Golflor¡UEALTH oF R.ERfo RCo

mJMcrPAttrY oF SAtt LoRBtzo
§JmrARy SclEDr[E oF hloR AuD[s FilDnGs

FOR fHE RSCAL YEAR EIIOED JLNE 30, MI5

Slbbnent ofi/efPosilon -The Shfeme¿f oflVef Posüon presents information on alloftle Municipalit¡/s asse§
defened ouúows of resorcss, liabilities, and defuned inflows of resouces, wih tE difference b€t$/Een ü€m
reported as net position.

¡¿¡ pos¿br = (Assefs + Defqrd Oufroürs ofResarces) -
(Liahitlrs + Mqred /nfl0rc of Resources)

@er ünc, increases or decreases in net posiüon may serve as a useful indicator of rrfÉher ¡ts financial potitbn
is improving or deteriorating. Oürcr non-financial factors, sl¡ó as he condilion of te Municipality's roads and

oüter intastrucfure may need to be considered to assess he overdl financial posili¡n of he Municipality.

*atenent of Mivilies - The Stafemenl of Acfolfies presants informaüon *urving how he Municipality's net
position óaped during tre yoar. All danges in net posilion (arnent yeds rsvsnuss lsss expenses) are

,?oils. Thug revenues and Bxpenses ae reported in lh¡s statement for some itefrs ülat will only result in ca*r
flows in fuhrre fscal periods (e.9., uncollected taxes and earned but unused vacalbn leave).

The Sfafemenf ofAcfoífies is focused on boh úre gross and nel cost of various aclivilies (irduding govemmental

and busines+type activities). This is intended to summa¡ize ald simpfiry he reade/s andysis of he tevsnues

and cosb of various state acüüties and he degree to wiridr activilies ae sbsijized by general rarenues.

Bottr of these governnrent-wide fnancial statenrents disünguish funolions of ü¡e Municipality that are principally

§tpported by taxes and intergovemr¡ental revenues (Govemrnental Adivitíes) from oher functions hat are

intended to recover all or a significant portion of their costs through user fees and dnrges.

The Governmsntd Activilies of the Municipality indude genaal governrnent, public t$rks ard sanitaüon; public

safsty, dJlhjre and recreation, housing, welfare, and community development and educalion. These acüvities are

primarily financed hrough property taxes, olhsr local taxes and intergovernmentd rerrenues.

The govemment-wide financial slatements can be fomd on pages 2324 of this reporl

. fu¡td Flnanclal Steter¡rqrt

The fund fina¡cial s'talements provide npre detailed info¡mation ád[ t¡e Munbipality's ]rpst s¡gnificant funds.

Funds ae mcounüng devices ürat the Munidpality uses to keep back of specific sourcos of furding d spending

for particular purposes. Sone funds are required by Federd and Comnnnrvedh regulations, as well by bond

covenants.

lhe Municipel¡ty's basic services are included in govemmenld fundq whiú are used to acount for essenlidly
hs sarne funclims repoled as Govsmrnsntal Acüvities in tre governnent-wido sletffEnts. However, unlike lhe
govemnenlwile slaternents, ho govemm€ntal funds ae prepared usirE he fow of cunent fnarcid resourcss

measlrement focus ard úre modified accrual basis of accounting. Unda this approaú the financid statsmsnts

focus on nea-term infrows 4ld ouffiows of extemal resources, as uell on bdances of expendable resources

arailable at year end. Consequently, he govemmental fund statements provide a detailed $ort-term v¡ew that

helps he reader determine whether there ae more or fe\,uer financial resources ürat car be spent in the near

future to finance he Municipality's progrars. Because this informaüon does not sncompass the additiond long-

term focus of he gwernment-wiie slaterpnts, additional information is prwided on a wbsequent page that

explains the relationship (or differences) bstween he govsrnrnent-wide and fund statements.



@nrcilrEALTnoF RERroRco
frluilrcPAurY oF SAra [oRE{a

SrrxARy SCHEUJTE oF hloR AuDfis Fro¡acs

The gor*nmentd ñ"rd daternents büs on nuix funds The Municipalit/s rn¿4x funds ae üp gersd fund
(whidl accounb br he ma'n operaüng ac{iviües of úp Muniipality) rd furds hat conplies wiút a minimum

criterim (percentáge of úre rets, lidiliües, revenues or sxpenditures). Fuds tmt & not cornply wih his
oiterix are grorped ald presented in a sirEle colurm as oher govemrBntd funds.

As required by GASB Staterrnt 54, Furd Balana Rqaling ard Govannantal FUN fype Deliniúbns, fund

balances for he govenunentd funds ae reported in classifications hat cornprise a hkarúy based m the extent

to wtriú he govemment honors constrdnts on the specific purposes for whidr amunb in hose funds car be
sp€nt.

ln paliorlar, unassigned fund balance may serve as a useful nnasure of a govemments net resources a/dlable
for spending at he end of he fisoal year. Al he end of ürc crrsnt fiscal year, trc Municipdit/s go/smmental

funds reported mrnbined adirq fund balanes ú $/.,024:l44. ü his amounl he govemmenfs Unassigned

Fund Balance Oefidt) in he Generd Fund is ($1,422,1¡t9), dtfnugh, Olher C¡vernmental Funds reported an

Unassigned (Defcit) Fund Bdance of (S,492). Iho rsrEirder of f¡nd bdarrce of $3,456,385 is restricted

¡ndicájng hat ¡s not ardlále for rew spending becarsa il has dready been conpronise.

Because ür€ focrs of gwemnEntd furds is narower ü¡an únt of the govsmment wide finarcid stalmsnts, it is

useful to compare the infonnation pesented fu gaenmntd furds wih similar informalio¡ prosented tor
Gatqnnend y'r,ffibs in úte govemnnf¡t-u/ide financial daternents. By dohs so, readers may beüer
understand trc longterm inpact of trc govemments nea{sm financing decisir»s. Boh úE Cúr/emmental Fund
Balance Stpst ard úl€ Gotemmentd Fund Sfafemenf of Reveruq, fxpqW¡¡s, and Change6 ¡n Furd
Ealanoes prwifu a reconciliafon to facilitate his comparison belvueen gpvernmental funds dd Gapnnental
Activilies.

The MuniÍpality maintains severd individual goremmentd funds. lnformation is presented sepaately in the
govornmental fund &,lanrÉ Sheet and in he govsrnmsntd fund Sfafemenf of Revenu*, Etqendihres, añ
Changes in Fuñ Bala¡ws for üree malx funds and an aggregate total for all non+nain funds. Ihe
Municipal¡ty's ma¡or govemrnental funds are he Ganeral Fund, Hoad Start Fund, and Debt Service Fund.

The General Fund is úe chief operaling fund of the Municipali§. At tho ond of úte a¡nent fiscd year, ún General
Fund balarce was ($1,422,1,19) all of whir* represents unassigned frmd balarce of he Generd Fund. As a
nBasrre of ürc General Fund's liquidity, it may be useful to compare boh unassigrred fund bdarco (dofdt) and
total fund balanco to lotd fund expenditurss. ftis andysis present a negative percentage and is not in
compliance wih he finarcid policy for he Municipality of wtridr needs to be greater üran I 5%.

The net decrease to fund balance for the General Fund for 20ls was ($227,636). This decrease was a result of a
decrsase in expendifures during trhe fiscal year by he amount of ($201,349) or 1.396 in comparison úttr üre
prior yea to ofiset a decrere in revenues of ($761,t1¡I3). The Municipality will continue sheamlining of operations
throughout he MunkÍpal§.

the govemmenl fund finapid datements can be found on pagss 2528 of ú s report.

Notes to the Basic Financial Statenent

The notes provide additional informalion that is essential to a full understanding of the data prwided in the
govsrnfrÉnlwids ad fund financial slale[¡ents can be found on pages 29 hrough 86.

FoR THE FSC,AL YEAR EI@ J,IE
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o ReqlredSupp/gltrer¡ltal'ylnfomatkm-Budgelay bnpariwt

P¡ovides addiüonal information to bette¡ understand hs financial posiüon of üte Municipdity and contdns he
Br¡dSstáry Comprison Sdpdule for tp Generd Fund, ae pesented immediately fClowing he not€s to ho
financid statennnts ald car be fourd on pages 87€8 of his report

c Rqtired $tpphnqrtaty htfonnalft,/¿ - Enphye*'Fetrer,errf Syler,,

The required upplementay infunnation reported ae related to úe imflementation of GASB Statennnl i,lo. 68
ad Cv\SB Staternsnt No. 71 for pension liability reporling, ae presented irmediatdy follouing the notes to he
financial slatements and can be found on pagss 92-93 of his report

FINANCIAL ANALYS'S OF THE MUNICIPALITY AS A WHOLE

Govemnqt+Ne Flnancial Slatemg,f,,s Anelysls

Ihe following tále presents a sümmary of the Slatements of Net Positir¡ as of June 30, 20'l 5 and 20í 4:
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Analysis of ]let Position

As noted earli€r, net pot$ti¡n (assets + defened ouüovr of resources otrsr liatrifities + debned inflorvs of resorces) may
sele orer üme as a useful indi:ator of a goemments fnancid position. Asseb + defsn€d ouffiow exceeded Ljabil¡ti€s +
defened infows of resources by $9,7116,7,10 at ha dose of he ml§ recent fiscal yer.

The largest portion of the Municipality's not position reflecb ¡ts invos'tment ¡n capitd asssts (e.g., lard, buildingg
equiprnsnt, and ¡nfasbucture) for S3,382,498; totd c€pital assets ($74058,712) less ace.¡mulated depreciatbn
($17,82,733) and less any related outstand¡ng debt (U2,f73,288) used to acquhe or mnstruct ü¡ose assets. The
Municipali§ uses these assets to trov¡de servicss lo its cilizens ad mnsequenüy, ürese assets are not availále for
future spending. Jhe resources needed to repay he dobt reldgd b hesa c4itd assets must be prodded ftom oher
sourcss, hcause cadtal ass€ts are not generally liquidated for he purposes of retiring debt.

Resbicted net po§lion represents resources úrat are s-rbied to externd rssfictions on ho/y hsy may be used.

Unresbicted net position is he part of he nst position hat can be used to fnarre day{oday operations withcut constrains
established by debt covenan§ enabling legidalbn or oürer legal requirements.

As of June 30, 2015 h€ Munidpality presented unresbicbd (deficil) net positi¡¡n of ($2¿355,708). This balancs was
afiected by long term obligations sudr as compensated absencas $'1,839,850, otrer debts br the anpunt of 92,665,352,
and Net Pen§on Uability $17,984,,101 for which ttre Munidpdity dkl mt provide tunding in prev¡ds budgets. Historically,
§lc+l obligalions have been fudgoted on a pay as you go basis úúrout polirjing funding for heir future liquidatln. The
nnst signiñcant variance from last year was a ($2,100,525) dectease in expenses in Solid Waste, due to the fact ürat he
Municipality invested in its o$m fe€t of trucks to collect and tansport solid waste ald no longer are paying a conhact to a
private conpany for those services.

This spce intentionally lefr blank.
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Changes in llet Posltion

The fullowing table ompares the revenuss d expenses for he cunent and prwious fscd year.

Analysis of Changes in Net Position

The Munb¡palitys net pos¡t¡on increased by $,n4,792 during the cunent fscal yea. For tte mo§ pa( decreases in

expenses as pat of cost control to absolve inflaüon and rnore efiective coordination of serv¡ces to citizens, stch re public

uork, culture and recreation, urban development, and to cover the interest cosl Also, non-capitalized expenses were

incurred for maintenance of capital assets.

T*le 2

Revenues:
Program Revonues:

Charges ñr Servi-s
opera¡ng Gran§ and conñutons
capiEl Grants and Coritibu¡ms

General Revenues:
Propery Tares
Vol¡ñEn of Business Taxes
Sabs and UsageTaxes
Contucton É(cbe Ta(es
lnlergovemfrEnEl
Ofter General Revenues

Total Rsrrenu3s

Expenses:
CÉneral Ad nir¡*afori
Publb SaÉV
Public lr'lorks
Cufufe and Recrea¡on
Healh and Sanits¡on
So¡d Vlhsb Disposal
HurrEn Serv¡ces and \rl/ehre
Uñan Developírnt
Public lnsfucfon
Reirüurseflrrltof Funds
lnErqst on Long-Term Debt

Total Expcnses

changes in Nci Posit¡on b€fore
Extraord¡n ary ltern
Extaord¡nary lÉm- DonaH Caplal
Asseb
Net Posilon- Beg inning, as ResiaH
Net Positlon-End¡ng

Co [Ípnwealth of Pu€]to R¡co
Munlclpa!¡ty of San Lorenzo, Puerto R¡co

Changes ln NGd Assets
For Fiscal Year Ending June 30,

GovemrrEnlal A.iivitie§

Totel

2015 2011

Dollar

2015

P€rcent

20,15

$ 100
6,118,862

2.121

5,267,585
2,657,607
2,O14,875

346,586
6,590,256

465,854

23.453.906

14,100,025
658,159

2,109,496
598,923
697,O21

1.840.553
5'14,320

1.447.75;
21,966,219

I,i197,657

277.135
7,971,948

$-
6,384,/t49

7,172

5,¿t4:t,000
2,666,327
1,918,635

501,736
6,919,4s1

754,098

24.59¡L868

'13,485,755

796,254
2,483,529

736,148
624,O37

2,100,525
1,734,364
1,517,O29

1.439.409
21,917,O51

G22,1461

s 't 00
(265,s87)

(5,051)

(17s.415)
(8.660)
96,240

(155.1s0)
(329,195)
(288.244)

(1,130,s62)

6't4,270
( l38.oes)
(374,033)
(137,22s)

72,984
(2,1OO,525)

106,189
(1,002,709)

8.343
(r,r5o305)

1,819,8/t:l

277,135
(16,805,271)

0.oooa
-4.'16
0.oo%

-3.2204
-0.320a
5.O2

-30.92%
-4.7604

-34.22/"
-/t.6o%

4.55/o
-17.34A
-15.060A
-18.640A
11.7OVo

-100.000Á
6.120A

-66.'t0%
0.00%
o.oooa
0.580¿

-11.41%

-56,1.8,r%

100.00%

-67.43
-60.14%

24,777,2'19

t 9.746.740 i 24.455.033
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FEure 1 prssants revBnues coÍparison by sources of hs Golrsmrnental Activitios during úle pad t!¡o ysar§

FIGURE I

Commonwealth of Puerto Rko
Munidpality of San Lor€nzo, Püerto R¡co

Revenues by Source-Governmenta! Activities
Fiscal Years Ended June 30, 2015and 2014

¿ooo,(m

6000,00

E 1000,0@

E
! +ooo,oo

3,0@,00

¿(mo,0@

l"00o,o@

sourcas of Revenuss

Approxirnately 26.1% of üE Muni:ipality's revenues came fiom grants and conbibutions, 28.l% fom intBrgovemmentd,
22,4% t¡on propsrty taxes, ad 23.4% from ot¡her souroes. Wifr respect to prior year, revenues decreased by
approfmately ($f,f30,962), due primarily to a reducüon in lntsrgovernrnental Revenuss and in Opaating Grants and
Conhibulions-

t3
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FIGI'RE 2

Reimh¡rsem€nt of tun&
M

Commorme¡]ür of k¡e¡to Rioo

Mur*ipañty of San Lorenro, h¡erto Rho

Erpemes by R¡¡rction

Fbcal Year2015

(ln Dolhts)

lntercst on long-Term

Deb§
vx

Human Serüc§
wetfre
ü
Sdid W6ted Disp6al -0*

llealh ard S*litat¡on
3x

culture end Recreation

396

Publk wo.ts
10s

General Mministr¿tioo
ax

Publ¡c safety

316

Public lrdrucliofl

The Municipdit¡/s expensos cover a range of serviú€s. TtE la06s't oxpenses ar6 general adminisra&n wih 64.2%, puHic

nrcrks wiúr 9.6%, hunfl servicss ard rrelfae wih 8.4%, atd inbres cods wiüt 6.6%. Progran rwenues of the

Municipality covaed 28% of totd expmses.

This space intentiotully leÍ blank
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lhe followirg table foolsos on he cod of eadl of úp Munidpalit/s lage§ furrctbns/ prograns as rvdl as eadr
fuirclions/program's nel cost (total cod less fees generated by tn prograns and progranr+pecifc intergoremnentd aii):

T.blá 3

F

General Adrdnistsa¡on

Rrblb SaEV
R.iric t brks
Cult¡re A¡d Recrealon
Healh and San¡hton
Sdil \ bsb Dirosal
HuíEn Serv¡es and nElbre
Urban Delrelopírnt
R¡Cb lnsttdon
Reirturs€fErú of Funds

lnEreston LongFTe.m Debb

Total

Commn$ f,h ot R¡erto Rlao

ilunicipal¡ty of San Lorenzo, R¡erto Rlco
Nd Col of lünbhd¡Y. coy.í¡rsrt l ¡ctiyíths

Fiscal Yearr €nd€d ü¡ne 3r,

Totel Co.t ot scr!ri.!é. Net Cost of SeaYice3

2015 zJ1l

$ 14100,025
658,f59

2,1@,i196

5S8.923

@7,O21

1.8«).563
514, O

1,447,752

$ 13,485,75
796,258

2.&.54
rc6,r1a
t21,O37

2,1ú,sá
1,734,364

1,517,029_

l,/t:P.,109

3

$ 10,557,2'11

658,f59
2,107,375

598.9?3

@7,021

4Á,8.142

(689,417)

1,447.752

¡ 15.8t5.166

$ 11,165,951

796,258

2,476,4'.11

7§,18
624,O37

2,1m,525
(985,320)

172,014-

1,¿t39,/t@

3 ¡

Those who direcfly benefited from trc pogars and oúter go\remmenb ard organizatbns ttrat subsidized certa¡n
program wih grants end contributions pdd some of the cost of govemnEntd activ¡ties in 2015. Oürr generd revenues
including property, volun¡e of fusiness li»nse taxes, and he sales ard usqp taxss and intergovemnentd revenrcs
wb§anüdly covered üte $15,845,166 net cod d servirs

Gove¡nmenÍal Funds Fínncial Stataneñs Anaf§s

The foct¡s of he Municipality's governnnntal funds is to provide information on near-term ¡nflows, oulflorvs and balancos of
resources availablo for sponding. Sudl informalion is useful in assossing üre Municipalily's financing requiremenb. Fund
balames for ttie govemrnental funds are reported in classifications that comprise a hierarchy based on the extent to which
the government honors constraints on he specific purposes for which amounls in &lose funds can be spent. The folloúng
Table pre.sents a comparison of he 201 5 and 201 4 fund balances:

C.rürai ol turlo Eo
Iunic¡Flit, of S.l LorrlD, ft¡cb Rk!

Funa E¡h..
* ol.Itr.$,

r&5 __4_ 'tt ,üa ü5 fit ,15 , at5

G$ed ¡ t ¡ ¡ I ¡ ¡ {1,fi,1{) ¡ (rJ91.r3} ¡ tl,lr2, q ¡
ll¡ü H 3{.0t6 r.¡¡,8fl 3§t{a t,?ar¡
0dlsdúr '1316r/¡ 1¡i2,98 EItfrt t,ü2.ls
OnGoroiEH 6.{üJl) l¡n,W 1l¡0 l8.m 6,,12 (lJ¿llq l3f?1J26) t¡ñ¡ro t,atr¡0
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ln partiillr, unassigned fund balance mry serve as a useful meac¡re of a go/ommonts net resourcos a/dlabls for
spendirB at he end of he fiscd year. At he end of he qrrent fiscd year, ün MunlÍpalit/s gotemmentd fuids reported

con*ined ending furd bdarrces of $2,024,744.

. Re§,ticted Fu¡td Barance of $6,001,42() in oher govemmentd funds, consisb of amounts wi$ consbdnts puton
their uso by creditors, $antüs, mnüibutors, lars, regulations or enabling legidation. Examples of restrictions on

funG a¡e ürqsa for (1) pupose of fund (.e., improve and consbuclion of f«iliües), (2) grants for capital outay,
and (3) legidated amounts reserved for debt ropayrnents.

. AssrSrred Futú klane, $18,640, consisb of amounts for speciñc pwposÉs to cover purciase orders and

conhads

. Unassrgned Fund Bahne, (V,312,4n), repesarb the rs¡dud c,lassiñcation for úp Mtmkipdity's Gensral

Fund.

IIB general tund is üe operating fund of hs Munic¡pality. Unasigned (Defcit) Fund Balance of he Generd Fund

rapresents 100% oftotal ending C;eneral Fund Balance hat is not in compliance with Furd Balances Pdicies.

As of the end of üre otrrent fiscal year, he Municipality's govemmental funds (as presented on he balanoe $eet on page

25) rsported a comtined tund balance of $2,024,744 tt¡ousand, which decreased fom la§ yea/s total by $1,327,952

million. Some of úre gvemmenlal funds are capital expenditure oriented and, üErofore, mry reflect cap¡tal expenditures.

This space intentionalb lef blonk

t6



CoITNyIEALTH s RERTo Rco
lfum"a.rYoFSArLof,E@

§,uARY ScffiDI,tE oF hnR,AUsf§ FIlof,GS
FoR fHE Fsc,AL YEAR EI@.X.hIE 30, AHs

T¡ble 5

Desc¡ipt¡on

Revenues:

Property Tates
Vofure of&.¡shess Taxes

Sales ad Usage Tares
lnkgo/emÍEnH
Constudofl Excbe Taxes

Miecelaneous

ToEl Revenues

ExpendituIes:

Generd QvemrFnt
tub¡c SaÉV

Rrbtu tltbrk

Cullre and Re€reahn

Healh and Selib¡on

SoH W* Disposd

fubh lnstucbn

HunEn ServiEs and Vléllre
Urban Devebprrnt

CapiH Arky

ToH Expenditrres

NetTramtr ln (&rq

Oher Fhanchg Sources

ComlDnvÉdth of Puedo Rico

Itlunicipality olSan Lorenzo, Puerb Rico

Genenl Fund

A6 of June 30,

n15
Dolle¡ Psrtentage

Chengcm14

$ 3,417,790

2,657,667

1,286,531

6,585,153

346,586

398,499

14,@2p6

'r'l ,683,577

344,852

1,590,828

421,666

@7,ü2't_

137,995

9,538

15,454,@ S t761.833)

$ 3.339.833

z.ffi.t27
1282,431

6,909,634

50'r,736

754,0S8

10,919,586

462,414

2,064,796

602,r53

624,ú7
138,025

151.450

$ n,§7
(8,660)

4,100

(324,4811

(r55,r50)
(356,igs)

z§%
{.32}6
0.gx

-4.7W
-30.9IÁ

-47.1ffi

-4.90%

7.0sÁ
-6.43%
-?2§&
-2§._97%

11.7W
-1m.m%

0.00%

-8.88%

100.00%

-58.96%

-'t.33%

-126.90%

100.00%

-173.01%

7ñ,99r
(117,5C21

(473,967)

(180,487)

72,W4
(138,q25)

( 13,455)

9,538

52,156

llet lnq"ese (Decrc.se) in Fund Bdrnce ¡ (27,üq

86,541 210,8n (124,336)

14,972,018 15,173,367 t201.349)

(r$,900) 246,056

225,000 (225,000)

9___a1le2 t_l$q!28)

GENERAL FUND BUDGETARY HIGHUGHTS

The General Fund original budget for the fscd period X1+n$ was lower lhan prior yea bu{et by approximately
$1.090 million due to a projected decrease in mnstruction excise taxes revenues of $898,725 thousand. Aclual rarenues
were rnore han t¡€ revised budgeted revenues by §598,163 due lo a transfer offunds fom debt ssrvice excess revenues
during the year.

Also, the expenditures were more than projected in general govemrnent due to a d6bt plan paynnnt that was not takén in
considelaüon wtlen preparing he budget. TotalVariances anrounted to ($1,001,462).
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FIGURE6

Commonwealth of Puerto Rico
llunicipalig of fhn Lorenzo, Puerto Rico

Fiscal Years Endod June30 2015 and ñ)14
BuQetary Comparison
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Flgwe 6 pres€nts ttE budgetay compaison by heir coíponenb during úE fiscd yox N1LN15:

CAPITAL ASSETS AND DEBT AD¡,il1N|STRAflON

CapitalAsseb

At June 30, 2015, úre Municipality had $56.8 million (net of accumulated depreciation) in a broad range of c4ital assets,

induding buildings, parks, roadg hidgeq land and equipmenl This arnount repressnts a net increm of $'1,210,193 or

2.13% nnre han prior year.

Ihe Munic¡pality acquhed a lotd of $2,51 1 ,022 of cafritd assets during the Íscd year 201 +201 5 as follouts:

. Consruction in progress of buildings - $2,088,822.

. lfiprovements of lnfasfrrcture - $24900.
o BuiHing and lmprovements - $397,300

Ohers important repair and maintenanoe of inhashucfure (nol capitalized) was realized during the past year.

l8
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ConÍDn¡wCth of Puslo R¡co

¡hniÍp.lty of sán LolrnD
Crpihlesets (tlet)

A of ü¡ne t¡,

l{on-d¿pr€c¡!bb assets:
Land

Constuclon h Progress

D,eprcchbh asse{s:

Brldngs

lnfaesfud¡re
MaúhBry and EqúpñEnt

lÁotr Vehi:hs

Tot¡l

Dolr
Change

$ 2nfi5
ZW,82.

(r80,893)

(2g2§44)
(19,521)

(662,706)

Addiüond informatbn on üre ft un¡cipdity's capital assob car be found on Nots I of he ñnancial datements on pry 59 of
his report

Debt Outshding

As of year-end, ürc Municipality had $48,871,720 in debts (bonds and olher long-tem debts) outstanding coÍpared to
$36,323,691 of last year, as restated.

Outstanding Debt at Year-End

The Municipality mads principd payrnents of ($1,918,000) dudr¡g úte cunent yoer. Also, his arnount was affected by
increases fom Net Pension Liability of $880,355 and Compensated Abssnces of 9154,,137.

This space is íntentionally bft in blank.
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CoIIorffiALrH of hERro Rco
lftr*pr.rvorSmlonsrc

§JIIARY SGIEI,LE oF PRIoR AUDITS Fup]Gs
FOR THE FscAL YEAR EI0ED.¡Jffi M, AX5

IbTL 7

€anrd and $,r<il ObEalion Eone
lH P€m¡m L¡áb¡ü!,

Lrrrümb3r{¿- lffic
Lss l*¡mhff ?lE - HROC

lffi rl8nág€íEr{
Gffir¡EsBflrus
crysE€bdáb$rrs

Lld

G. is .ú úf ñrrlo Eho
n.rrldÉfy of tfrl¡lr Eq Ptrrh Aco

ortr¡rúrg LongEf.m O!¡f
A! .f,t¡ne !f.

emt loi¡
i 29,7Sq000 t 3r.71{.{00

t7,!6¡lI0l l7,l04,txt
518,3r;t 531,aÉ0

211,1W. ?tá,5!0
t,t42.Em t.sa,$§

$3.ir77 2E 69ll

_t.E39.650 t.6¡5.4t3

Dofsr
tftal¡¡

i fl,918.80)
88t,355

{1ür8n
{12,{r§}

$20,000)
€10,¡lr3)
tEl.ar¡

Psfcartsgt

§.05Í
lm.00rl

-3.0t r1
§.56!r
4.fir

{¡Ll8*
s.16tt

-¿talt

the Municipdity levies an annud specid ta( of í.50% of tE asssssed valus of red poperty located wihin üp
Municipality, whiú is not exempted by larv. The proceeds of his tax are required lo be credited to üte Debt Service Fund

for payment of generd oUigation bo ds and notes of úte Municipality. The am:nt of generd obligation debt úmt he
Munidpality can ¡ssue is lirn¡ted by lail to 10% of he total sessment of üle taxabls property located wihin üp
boundaries of the Municipality.

This spae is intentionally bft in blank
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Frguro I presents hs corponents of long{erm debts during he fiscal year 20142015:

FIGURE E

conmonwealli o, Pueno R¡co
Munhlpallty of San Lorenzq Puerto R¡co

Ou&itand¡ng long.Tem Debts
(h Dollaf§)

35,0m,m0

30,0m,m0

2100,m0

20,0m,m0

15,000,m0

10,000,m0

1000,0m

More detailed information about the Municipality's longlerm liabiliües is presented in Note 10 to the financial statements
on pages 60$3 of his report,

Deferred Outflows / lnflows of Resources

Defened Oufflows of Resources

Defoned ouülows of resources are new to the i/unicipality's Statement of Net Position for this fiscal year. This
classification balance, alhough similar to'assets," is set apart because these items do nol meet he lechnical definition of
being a Municipality asset on the date of these financ¡al statements. In other words, these amounts are not available to
pay liab¡lities in the way assets are available. When all the recognition criteria are met, tire defened outflow of resources
will become an expense/expenditure.

The nmst significant deferred outflow of resources reported are related to the implementation of GASB Statement No. 68
and GASB Statement No. 71 for pension liability reporting. GASB 71 requires that contributions made during the fiscal
year to the retirement system be reported as defened outflows of resources. Consequenlly, the majority of the deferred
outflows of resources reported are mmprised of current year contribuüons to the retirement system. However, there may

be some deferred outflows of resources attributable to the various components that impact pension changes, and can

¡ncludo invostrnent changes arnortizaüon, changes due to acluar¡al assumptionq and differences between expected or
acfual experience.
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Defened lnñows of Rasourcos

Defered inflows of resources are ü|e count€rpat to defoned o¡ffiows of resources on the Statemont of Net Position.
Defened ínflows of resouces ae mt tedmMly liáililies of tp Municipality as of the date of tp fnancid statement§
When dl üp recognilim siteria ae met he defened inflow of resources will become ra,enu6 or an incree to nst
position.

Defened infloms of resources related to pensions represent a net arnount atfibutable to the variq¡s cornponents hat
impac't pension úangeq and car include invesbnent changes anortizalion, changes due to acfuaial asslrptionq ard
difierences betuEen expec,led or acfual sxperience.

More deta¡led ¡nfomation áout te Municipdity's defened oufrows of resour@s and defured infows of resources is
presented in ltlote 6 to lhe fnanc¡d statemenb on page 57 of his reporl

ECONOTIIC FACTORS AN D NE,(r YEAR'S BUDGET

The Municipdity is a political hgal enüty úth full legislative and dministrative porvers in ev6ry aea of rnun¡cipd
govemment wih perpefud existence and legal personality, sepaate and independent tom the centd govemment of
Puerto Rico. The Municipal Govemment comprises the exeartive and legidative brancfies. The exeartive power is
exercised by he Mayor ard he legidativo by the Municipd Assembly, wtrich has'14 membors. the Mayor ard he
Municipal Assembly are dected arefy four years in gEneral elec{ions.

Iho Munic¡pality provides a full range of servicos indtlding hedú¡, public works, snvironnentd conbol, education, public

safety, public housing and community development, o¡lh¡re a¡d recrealion as well as many oüer generd and
adm¡nistrative sorvicos. Tle Mun¡c¡pality's principal sources of revenue are property taxes, munidpa¡ license taxes,
mnÍibuüons by the state gwemrnent and federal grants.

lhe Munllipdity's elected and appointed offc¡als considered many factors when setting he fiscal year 2015 budget One
of he factors is üle econorny, whiú is affected by he population, family irrcorne and unemployment growfr of he
Municipality.

The Municipdity has a higher unemploymenl rate compared to all municipalities in Prcrto Rico. As of June 2015 trc
unemploymenl rate of tle MunftÍpality a'ter4ed 14.1o/o as mmpared to 12.6% in Puerto Rjco (Source Wukforce
Dévelopment Administraüon of tle Comrnonwealth of Puerto Rico).

The abov+mentioned factors, anong others, $/ere taken into account when adopting he Municipality's budget for fiscal
year 2011fr16. A¡nounts avdlále for appropriations (revenues) in the General Fund Budget a¡e $14,%2,7?2, ut
increase of $314,869 over the 20142015 original budget of $14364,559. Property taxes and other locd úages for
services, licenses ald permits are expected to lead fiis in$oase. The Municipal¡ty will use lhs ¡ncreaso in revenues to
finance programs we affenty ofier and to account for he deficit efiect on the resources available to expend. Budgeted
expendifures are expected to rise slighUy bdow of revenue irrcreases.

lf hese estimates aro realized, he Municipdity's budgetary C;eneral Fund balance is expected to inoeaso modestly by fp
c{ose offiscalyear 201$201 6.

CONTACTI NG THE MU NICIPAUTY'S F' NAN CIAL'IIANAGEMENT

The Municipalitfs financ¡al statemeots are designed to present users (ciüzens, taxpayers, customers, investors ard
credito§ with a generd orewiew of tte Municipality's finances and to dernonsfate he Munidpa¡ity's acmuntability for he
money il receives. lf you have ary queslions about this report or need addilional information, conlact the Municipalitfs
F¡nance Deparünent at í84 73&351 1, or PO Box 1289, San Lorenzo, PR 00754.
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STATEIIEI{T OF I{ET POSXIION

.[Jt{E 30, 2015

@VERNTBITAL
ACTMNES

ASSETS:

CBh and lnv€sin€[lb
Cdr wih F¡scalAgent

Recoit abhs (ne0:

Prope/ty Ta<es

Sales and Lrsage Ta(es

&rs frun Gwemm€nhl Units

F6dtrd Grd|b
Ob6r Rec€ivables

Capihl Asssb:

Land, lmprovem€ot and Coristuclbn in Progr€ss

Ober CapiH Assab lt'ldof DepIecülbnl

lot C+iH &seb

TOTAI ASSEÍS

DEFERRED OTTTFLOUIS OF RESOURCES:

Contibutiois to E nployees Relirement SFtem

TOTAL DEFERRED OUTFLOIVS OF RESOURCES

LIABUNES:

AccounB Payablo and Accn ed Exp€ns€3

Accrued lnbr€st
Due to Golemme¡hl Unib
Uneamed Rot enues - Volume ol Bus¡ness Tax€§

Non@nBnt Liabililies:

D¡e Wüin One Ys
Due ¡n fúore 6an On€ Y€ar

l,let Pem¡on Liab¡ities

TOTAL LIABILMES

DEFERRED INFLOYIIS OF RE§OURCES:

Unamortized lnvestn€nt ¡n Erploye€6 Ratirement System

TOTAL DEFBRED INFLOIIÍS OF RESOI'RCES

NET POSITION:

Net lnvestn€nt in C4ibl As§6ts

Resticted for:

Capihl Projecb

Debt Serviio
Commun¡ty D€nelopment Prcjecb

UnrEsEicbd (D6fidt)

TOTAL I,IET PO§TON

The a.cdnpanyins Nolés lo tlle B6sic FimrÉbl Sbl€rnor s are an inleúr¿J pdt d hÉ dal€íEr .

§ 2,@0,121

5%,n0

35,851

98,964
270,U3
452,.t05

18,873

§.m/.571
26,561108

56,765,979

64,95¿960

1,426,857

1,126,8§'

512,94t
560,583

156,040

2.973.9n

4,120,m3

t),181,1@

17,*4,40.1

56,189,t67

l/tÍi,9.19

143,919

$,342,198

43.t,679

2,§1,2n
326,994

(27,356,708)

s ____9,716,710
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SÍAI EIfiOFACIÍVMES

FuaüO8¡Prognm¡
CharIE. Fo.

ErIgma ScrYlco¡

Ralaaüra

O!.rirlg
Grfib rnd

confih¡tiollt
Gnnts.ú

Coúlhdonr

Xaa(Eo.n e)
ReürBnd

Chüg€8 ¡i
1§ABs€t¡

Goun¡súd A¡üvñc¡:

raaluad ltuf$d t€giütre
Gdrqd Go¡errstt
Pubfic SaHy
Publlc llulc
Oúrc d Resrd,o0

. lledr ¡d SaflaLo
So¡d wade Dbpcd
HulIEn Señi¡s ard wdfure
urbar De\/elogne{*

lnErest or lollg-Tárn DeU

fd Gowmn rblA.frli€!

- s (e$1,195)
- (&0m,0rq
- (668, r59)

2,121 12107,3151- (598,9U»

- (m7,mr)

¡ 2,16{,195

11,a5$0
658,159

¿109,196
508,9U3

87,02'l

1,810,553

51{,320
1,U7,752

-¡
rm 3,5117'tl

1,312,111

1,N\737

| ¡,srr9 s 'ro $ qíE t62

Gc¡leral Rg,!¡ta!:
Trc:

Prop€.tyTar6, le0i¡d 6r G€lle-d Plrp(ts€s

ProeartyTrc, lervid fu DcU Senke
VdfiE ol hrúEss Ta¡rs
Sdes a¡d Lhsge Trc
Const¡¡dixl E¡cise Taxes

h§governmenlal
Rent

Mscelat{§
Edao.dinsry lbn - uoo#d C4nd Ass€b

Túl Goooral R$ttNlr¡é

cl{A¡GE§ n xEf po§tno

Nel Pqrli, - B€dm¡E of Ys, A§ R€§tated

IIEI FO§ IOTI - ETIDIIG Of YEAR

I Z1A

(168,1{2)

689,1t7

1t,117 ¡54

018{5,1661

3,417,m
't.819.795

zf6t,6t
e.011§75

316,586

6,530256

165.8$
m,1§

1¿619,958

1;na,7g2

7,971,9,t8

t 9,716,710

TlÉ @npsÉE iloEa b he gl* fuar¡ Sbllrrt tE tt ¡d.srd FtolÍa $eargll
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BA¡.INCE §}iEEI. OOIIBIIIE fAL FUIIOS

sEIERAL
Íuf0

DEET

SEtlÍcE
OIHER TOÍAI

GO/E IATAL OO'ERIIIEifÍAL
FUilo FUIB tu[B

t888t8:

Cl.h
Ctrh r¡/llh F!¡cd Aelnl
R..aü/dol

PñpilyT6
S.h. Íd U.{a Tú
0ll toD Gov.r¡n$I Ur&
Fdeüb
Du. ,rom Oüfi Fund.

ta(¡l fú.]a

ur8¡.mE&

Á¡cd¡nl P@!
Band ¡,ú Nol.
Aac.r¡d lnltd
D¡a b GoiÜlm.ll Ura
0l|. b OüE Füó
umÍrd Ravaor¡ú . vofuma d 8u!hñ fffi

fohlUülll..

DE'CRNED ü{FLOU8 OF RESOURCES:

Um¡arta Rr,üt¡r - Coñnoir,adh d

Uo¡/lLua Rdñnuar . FadÍd eanl¡

lou o.ln d hlm ol R&c¡It ¡

FUID BAI,üGE8 pEFEftg:

R..tt¡d
Comnllhd

tuSn.d
Um.tñ.d lDilc{

lot¡l Érú 8aa¡r0..

lcül Uüll{.., oatarnú lnÍor¡a ol R.t(¡l!aa
.nd Fund Bd.nc.. (' hltr)

I 311017 S

2,14

s¡8r
G!8E

345.0,{8 3 .6
3,180,006

"1

r¡20.156 I
1,ne0g8

z21,1§

e(po.121

5.2ArJ0

s.tsa
&eaa

2m,ua

a l¡(Tlr¡ ¡ laa.o¡t I t!¿t$0 I t!t(!sg ¡ er{¿¡t{

§ l85,l2l ¡ I I 017,8{1 I 612¡14
i,o6¡o . 1,58q00
¡a0¡00 ao,6c3r5qo0 . l!8¡ao. t.465¡81 1¡!6raazcn,o1 . zs¡3]yn

4t,466 - 4S,6SC

326,e0{

&688 ---------------- lr?ralt

. 345,040 ,t,t?azt|

11.ai21l¡t

0.aat1e) s.a¡a! $nzn L7á§10 Zf21,t4

¡ i.et¡,ln ¡ 3|t0{6 I Er2t.ss0 ¡ !,8!&¡re ¡ o,saee7a

c,001¡20 7,m]$
i7868 t7,0t8
t6,610 t&8a0

li. ¡60¡Ir.|lñ! ttot!. to ti. ¡r¡.h F¡ltr&t Stüri.rü nt n ht fd tsn ol üb *¡mrt.
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AUTOTOIOUS UNICIPALIIY OF SAN LORENZO

STATE E)¡Í OF REVE UE§, BGEI|D|TURES, ANo CHAIGES tN FUND BALA]ICE - GOVERN ENÍAL FUIDS

DEET

SERVOE

FUND

OENERAL

FUI{O

OTHER ÍOTAL

GOVERI{TEIÍAL GOVERT{I¡E}IÍAL

FUNDS FUNDS

REVEI{UES:

Prop.rty Too!
Vdu,¡a of Burln$6 fo(6s

Sdot¡nd Ulaeo TaGo

Colltbucüon Excbo TdaB

liLtgovrmm6nld

Fadard &¡nlt
Rdlt

M16lalanaou6

TolrlRavanuaa

EXPENDTURES:

Curcnl:

M!y!r d Münl4d [6!§.lule
Ga¡ard Gownmonl

Prdlc S.Lt
Púrlo Wort€

Cülura and RBcr66üon

H.rlli and Sonil¡bn

Sd6 Wárb Dtlpold

Huma¡ S.n c.3 snd lllblhr.
llb¡n Dwdopm6nl

Coplu Ouüry

Dobl S6¡¡c€:

B6nd lssuáncá CGh

Prlnchd

lilonrl aid 0lh6r Char063

fol.l Bp$¿llun.

EXCEs8 OF RF/Ei{UE§ oVER (UNDER)

EXPEI'¡OfTURES

OIHER tIIANCING §OURCE§ (USEs)i

PaocÚd olgonds

Tm¡rfm- h
Tr'nsl*8 - 0ul

3,603,0A

2,641,457

322,966

1\6E2,28

§ 3,117,730 §

2,657,667

1,286,531

346,586

6,585,153

0 1,849,7S5 §

728,344

§ 5,267,6¡5

2§5¿667

2,0f4,875

346,586

10,,88.1¡2

2,547,157

75 533

30¿5t2

23,400,{67

1,878,970

11,506,6¡9

{0¿,3{5

1,591,0S9

421,666

897,021

1,581J97

4m,385

2,832,53

2,081,$3

2,121 S',f,4s;

2,121 25r0,t39 6.2t7.s8i

1¡76,S78

9.8,08.509

341.852

1.590,028

421,666

89¿ml

137,995

9,538

86,541 e$,733

i,699,0{0

57,493

271

1,443.S0;

3$.827
1,761,979

2,081,5m

1,447,7 1,447,752

14972,018 193,133 3,5m,256 6,313,1't2 21,8r8,a18

wg,7dzt (991612) (931,110 87{,568 11.327.951)

309.631 200,318 803,S9 47,$7 1,370,746

1257,378) {501.518t f309.534 t2o€318t ¡ 3m7.át

Tohlolh.r F¡n.ndn! Sourctt (U...\ 5?158 (s$,mA {94ra05 {181.t59)

N¡l Ch,n!. ¡n Fund B.l.nc.. (227,r3E (1,37q8r4 ($!,71r) 713.210 (1,§2¿06,t)

t1,1e{.513) r,2r.860 1¡1¿966 r,012,3mtund gd¡nco8 (o.lclll - Saglnhln0,

¡V¡ o,*et* $ ¡4§,* ¡ 1fl'm ¡ r,726.670 r .na,qFUND 

'Át'a*cs§ 
(oEÍrco -.I;§9

$Pxt-z-
lh..cooern n! Nob! h lh. B.h Flún hl §l!l.mú. r. .n ht lnt !.¡t ot tt$ ¡t.t út.
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REC(I{CIIAII(»I (» lHE G(n,EMEÍÍAL FUI{DS BAIA¡ICE §HEEÍ

fO IIIE STAIBEIT OF I{ET POSTI()

Total Fund B&lGÉ - GoyemrE!ú Frn& (Page 2q

Artrl.lm reporEd fur Go{emmglblAdivlies ¡n tE Stáerl€[ú d Nd P6 in (Pqe 23)

de dfusü becase

CafrH Ass€b used h gotEmmend adirities enctft ncid r€sooEs ald her€fure

ae not reporbd in üE funds. h ül€ qflEflt p€riod, ürcss an(tln§ zs

fhn Deprer*lHe Capid Asseb

Depraiále Cafibl Ass*
Aramdded Depredaion

Tdal Captul Asseb

Defurcd OuüouÉ d Resources in GovemflEr d Ac{ivities ae pdd in he ürs[ ardat e soon

period ad ft€r€fure are reporbd h tle frrds.

Sorne of tE lfrmi#ly's r6,sx,es wl be cdeoled ab )€d+rd hl afe not aydat¡h s@n

amugh b psy fur ñ€ dÍ€nt pei)ds em€ndturÉs ard üEdol€ aB unardl#e h üE funds:

CDBG

Chü ad Adu¡t Care Food Pro0ran

Christr6 Bofirs

Td Umvdbble Revenres

D€ftned lnfo¡s d Resources in Gon€fln€r al Adivili€s conesporxhd b future pefbd

ald h€refure aB not reortsd h t¡e fun6.

Some lhbillies ¿e mt due ald pryable in the ür€flt p€fird and ü€f€úse ae no( rcporbd

¡n tE turds nse H¡ilies cosilt d
GeneraloD[{dix Bor¡ds dd SpeEe, O$gdims Bonds

Christn6 Bfius
Lau Nu ber l4HrRCC

Lau Nurüer 42¡,RCC

Cdr W6b Debt

Nd Persin Uati¡ty

Ccmpstsabd Absáces

Td Lfl&T€rn tiabli§

To{al t{et PGñho of Govemrrnhl Adivües (PagE 23}

$ 30,204,57r

13,854,141

(17,827§l

326,9S1

16.688

\@1;r4

56,765,979

1,4&W

373,682

(143.ef e)

(50,700,fl)3)

s 9,746,7{!

(28,211,000)

($,3r4
(211,102)

(518,373)

(1.84¿500)

(17,981,10l)

(1,839,860)

Ihe @rprri! l.r¡.¡ la Baa tu a$alns¡sa€a'hto¡lrrlof!Ésbbí€rt
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At To oflots ul{tclPArTY 0F sAt{ LoREilzo

RECoiET.JATIOT{ OF THE SÍATE E{T OF REVE}IUES, DEE DM'RES,A¡{D CHA}TGES

I}I FUIID BALA¡ICE (» Go\'ERNTIEIÍTAL FU]OS fO'IHE STATE E}ff OF ACIMTIE§
FOR TIIE RSCAL YEAR EIIED JIiE 3I Z}I5

il€i Cltaoge ¡n Furd Bahlces - Goyemmcú F ¡tds (Page 24 S (f,3cr,ssr)

Amoürt reporbd ftr GovemÍlg d Adiyfbe ¡n he Stáem€nt d Adivli€s (P¿ge 24)

4e dff€r€flt becaJse:

Go¿qnmentd Írxh repon capild ouüáys as exp€ndtures. |lowever, io ú|e §#rn€nl d
Artivities üE cost d tlce asse§ b alM orÉr üÉir eslimáed us€full¡t/€s ad repor€d

as deprecial¡m expel§e. ln ü€ qí€r p€rhd, úÉse amomb ae

CaÉld Ouüays

Deprtridioo Bpense

Acess d CáÉd oütays ous Deprecialion Expese

Revenues jn üe Slderneflt of Adiyfies üat do not provide crlrctÍ &larid resorrc€s are

reporbd 6 rev€flues in he funds and üce v€rsa:

Chrbtn§ gmus

Coúnmunity oevdogn€flt Bhc* Graú

ChId ad Adult Cre Food Profan

Totd dReveflues

Donalhs d c4ild ase§ imrease nd 6seb ¡0 ú|€ Stabm€flt d Miviies, hf do not

appear in fn gorramanld fun& becalse üley ae not financid resofices.

$ ¿832253
(1,8S,195)

(ú,212t

69,952

(41,$r)

933,058

(6,560

2n,85

Repayment d longEm Fhdpal b aefldure ¡n ü!e govemmqld tun&, hf bsuirB &H
redrced Nonfltrer* Li*Íflies ¡n tt|e Staternet¡t d t¡d P6ilbn. ln tle qÍrent p€riod

repaymenbw€re 2,m1,503

Sorne expslses reporbd in ñe §áqrsrt d Adivities do nol require üe use of qJrent

financid resoüc€s ard horsfore ars nd reporEd 6 oeerdtures in govefllEfltd fuÍds.

Th€se adivili€s consbl ot

Decreas€ iq Chrhtnas Bonw 11014

De.re6e in Debt Con waste ím,mo

Insede h Compslsabd Abence (151,434

ChaEe in tlel Persix Udi¡ty É1&378)

Tot¿lAddilhnd Experls€§ l11Z§21

Charige ¡n l{€d Posit¡m of GryemoEÍblActiY¡ths (Page 2,1) L--Lfr!&

Iie roíp yÍq Nots b üáBairFr¡ ASen€rd§¡oarhbg'dpaiolÚbsÉlrEf
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COXIo¡¡WEALÍ H OF PI.ERTO RICO

Auror,rorcus l,nflEpAuTy oF Sil LoRE{zo

NorEs ro r{E BASE Flmlcw- Smrrr¡ans
FoR THE FISGAL YEAR EII,ED Ju]'lE 30, 2OI5

1. F¡MNCIALREPORTING EINTY

The accompaly¡ng ñnancid stater€nts present information on he fnancial activiües of he Aulonomous Mtx dpdity

of San Lorenzo of ú¡e Conrnonwealúr of Pue¡b Rico (Munidpality) orer wt ch he Mayor and the Municipd

Legislature, hare direct or indirect goveming and fiscal conbol, llese financial stalemenls have been pepaed in

conformi§ wiúr acmunling principles generally accepted in úre United States of America (GMP).

A. Organizaüon

The Municipdity was founded in ttre year 181'1, and operatss as a governmenlal unit of he Comnpnwealth of

Pue¡to Rico, under the Lar,rr Number 8l of Ar.rgust 30, 1S1, known as'Autonomy Municipalities Law of the

Comnpnwealtr of Puerto Rico'. The govemmental syslem of lhe Municipality is compced of the execuüve and

legidaüve bodies. The Mayor is the Chief Executjve Officer and is elected every four years in the general

eleclions of ttre Commonwedth of Puerto Rico. The legislaüve body consisls of 14 Legislators dso elected in lhe
general eleclions of Puerto Rico for a fourJear pedod.

The Municipallty provides services such a: health, public works, sanilalion, aids and services lo low-income and

elderly citizens, public safety, hou§ng and urban developrnent, culfure and recreaüon, planning, zoning and other

general and adminisl¡ative servioes. As a govemment entity, the Municipality is exempt fom boh federal and

state laxes.

B. Reporting Enü§

A reporting entity is mmprised of (1) he primary governrnent, (2) component unit organizations foÍ which the
primary government is fnancial accountable, and (3) oher organizations fo¡ which üe nature and significance ol
Itreir relationship úth trhe primary govemment is suó hat exclu§on uould cause he reprting entitfs financial

statements to be mideadirp or incomplete, and lhey ae finarcidly accountable to he primary govemment. The

primary govemment consists of all fundq deparhnents, boards and agencies hat are not legally separale fom
the Municipality and for whioh the Municipality is financial accountable.

The acconpanying ba§c financial statements include all departments and organizalions units whose funds are

under he orstody and mntrol of the Municipality. ln evaluating the Municipality as a reporting enlity,

management has addressed all he potenüal component units. GASB Acoounling Standards Codification Section

2ñ0, Repotling Enlity and Component Uitt Presentalion and Discbsurg requires the inclusicn of organizalions

úrat raise and hold funds for the dhect benefit of he primary governrnenl

GASB Accounting Standards Codificalion Section 2100, Defining the Financial Reporlíng Enfff, desoribes the

uiteria for determining whidl organizations, functions, and activities should be considered part of the Municipality

for financial reporling purposes. The primary c¡iteria include appoinüng a voting majority of an organization's
goveming body, and the Municipalitfs abillty to impose its úll on that organization or the potential for úe
organizalion to provide specifc financial benefits lo, or impose Eecific financial burdsns on, the Municipality. A
semnd c¡iteria used in evaluating potenüal component units is if the naturs and significance of he relalionship

b€t¡/een the organization and a primary governÍnent are sudl that to exclude the organizaüon from the financial

reporting entity would render the fnancial statenpnts misleading or incomplete.

A legally separate, tax-exempt organization should be discretely presented 6 a component unit if all of the

following criteria are met (1) lhe economic resources received or held by the separate organizaüon are entirely or
almost entirely for tf¡e direct benefit of t¡e primary govemment, its component units, ot its consütuents; (2) he
primary gwernmenl, or its component units, is enütled to, o¡ has he ability to othensise access, a majori§ of the

eoonomic resources received or held by the separate organization, and; (3) the ecornmic resources received or

held by an individual organization that úre specific primary governn¡enl or its component units, is entiüed to, or

has lhe ability to otherwise access, are significant to he primary govemment.



@IIo.IYYEALTH OF RERÍO RICO }IoTEs To TilE BASE F[{AilcBL SÍATETBIÍS
AuToilorcus trilEpAlry oF SAil lffiE{a FoR THE ESCALYEAR ElmJJNE3g2fis

I . F|M}¡OAL REPORIIÍi¡G EIifnTY - cor*ruaoon

GASB Statement 61 , TI1É F¡nars¡al Rqf,dlit g EnW: Ann¡bls an Anendmenf of GASB Sbternetlis No. 14 añ
¡ro. 34, prorijes addiliond oiteria for das§fying entiliss as corlpon€nt units to better assess tre accountáility
of elected offoials by ensring hat trc financial roporling entity includes only aganizali¡ns for whiú he elected
offdals a6 financidly accountable or hat are detsrm¡rEd by ho govsmrrEnt to be [¡deading to exdude.

Thers are two rnehods of presentalion of hs componsnt unit in he financid daternents: blending - ún financid
data of the conponent units balarces and bansactbns in a manner simila¡ to he prsssntaüon of tha
MunlÍpalit/s balances and lransaclions; and discrela - prossntalion of the component units fnancial data in
column separate from he Municipality's balances and fansaclions. lhe relative importance of each criterion

must be evaluated in light of speciñc circumstances in order to determine which components units are to bs
included as prt of he reporlirg entity. Based on thesa criteda, lhere are no oher organizaüons wtrich Srould be

induded in these basic financial statements.

2. SUMMARY OF SIG¡IIFICAIT ACCOUNIING POLICIES

lhese financid staternents present he respeclive financial posiüm of t)e govem[Ental activities, sach major fund,

and he aggregate remaining fund hformalion of the Municipality, as of June 30, 20't§ and trc respecüve changes in

financial pos¡üon, and he ca$ florvs, where applicále, thereof for he ñscal yea hen ended.

A Financial §atement Presentation

Ihe basic fnancial staternents of the Municipality have been prepared in conformity with accounüng principles

generally accepted in he United Stated of Arnerica as applicabls to local governmental unils (GAAP). The basic
financiel statsrnents include boür govemrnont-wido (based on lhe Municipality as a wfiole) and fund fnancial
statements, wtrich provide a more detailed level of financid information. Boúr the government-wido and fund
flnanc¡al staternents (úthin trc ba§c financial statements) categorize primary activities as Governmental

Activities.

The financial information of he Municipality is presented ¡n this report as follows:

Requhed Supplanantary hfomaüon - enageme¡f I ü*ussion and Anelysis

Managements discussion and analysis is required $pplernentary inbrmation hat introduces üle basic ñnancial

stalements and provides an analytical ovewiew of he Munkipality's financial activities.

Government-wlde Financial STatanents (GWF$

While separate govemment-wide and fund financial staternents are presented, they are interrelated. The GWFS
(the Sfafemenf of Net Position and the Sbfemerf of Activities) report information of all the activities of the

Municipality. For the most part he sffect of interfund acwity has b€en renúved from úlese financial statements.

Exceptions to this general rule are payrnents in lieu of taxes where the amounts ae reasonably equivalent in

value to the interfund services provided and oher charges betws€n the govemments Puerto R¡co Elect ic Power
Authority function of the govemment. Elimination of úris charges would distort the d¡recl cost and program

revenue reported for he various funclbns concerned.
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CoTTON{TIEALTH oF RERTo RCO NorEs ro THE BAsrc Fuarcnt Snrmns
Awoilmus lnJxEpA¡.Jfy oF S${ LoREtzo FoR Tt{E HSCALYEAR Et{oEDü¡E «1,2015

2. SUttllúARY OF SlGl{lFlCAilf ACCOUNIII{G P0LICIES - co¡t¡,¡¡to¡

fhe foors of ttp *tanent d Net Ps¡lion is deigned to be simila to botom line restlts for tte Municipali§/s

Govemmsntd Aclivities. Ihis statement combinos and consolidates govorrnental fund's olrsnt fnfloial
resources (Srcrt-tem spendable resources) wih ca¡ital assets ad longterm obligations lho §aferrerf of Nef

Posiúon presents the reporting entities' asssts, dafened ouflows of resources, liabil¡tisq and defened inflows of

resources, wih üre difierence reported as net posilion. Net posiüons are dassified as net investrnent in capital

assels, reshic,td when conshainls are placed on hsm lhat ars imposed by extemd parlies or by laws or

regulationq and unrestrlcted. Designations solely imposed by the Municipalit¡/s managernent aro not presented

as resficted net position.

The Slatqnent of Actvrfes presents a comparison between d¡rect expenses and program rovonuss for he
different C,overnrnental Activities of the Municipality and for eadl function. Direcf expenses ae t|ose hat ae
clearly identifiable úfr a speoific function or segrnent ln addit¡on, to hs sxtent hat indirect oosts are dbcated to

tho various functions, trc program expenses will indudo boh dhect and indirect msts, Program Revenuas

¡ndude ctlargps to qrdorners or applicants wtro prrdrase, uss, or direcüy benefit from goods, services, or
privileges provided by a given function or segrnont and grflb and confibulions hat ae reshided to meeüng the

operational u capital requirenrents of a parliolar furrlion or segncnt Ta(es d other items properly excluded

from program revenues ae reported instaad as gercnl reve res.

Govemmenhl Fu¡tds Finncial Slatenents (GFFS)

Ihe GFFS [he Ealance Shee( and úl€ Sfafe/nerf of Reverua, ExpendiLtres and Changes ¡n Fund Balancel
provirJe informalion about tre Municipality's funds. Separate s{atemenls for eadt fund category (Govemmental

Activities) are presented. the emphasis of fund finandd stateÍEnts is on major governmental funds, each

displayed in a separate column. l',lon-major funds are summarized into a single colurnn.

Each fund is a sep ate accounting entity wiúr a self-balancing set of accounts used lo record the financ¡al

fansaclions and balances of that enüty. lndividud funds have been establi$ed as süpulaled by legal provisions

or by dminisfative discretion. The Municipality usas fur¡d accountjng, wfrich is designed to dernonstrate legal

compl¡ance and to segregate transactions relat€d to cerla'n go\rernnpnt funolions or ativities.

The Municipality reports the following mai:r govsmrnontal funds:

C€neral Fund - This is he general operating fund of he Munic¡pal¡ty. lt is used to acmunt for dl
financial resources, except hose requ¡red to be accounted for in another fund.

Water Park Fund - Ihis is used to account for he construclion of he Water Park in San Lorenzo,

Puerto Rico.

Debt Service Fund - This is used to account for ths accumulation of resources for, and he payment

of long-term debt principal and interests.

The Municipality periodically undertakes a comprehensive evaluation of its fund sfucture to énsJre that ¡l
conplies with all aspects üat are of importance to users of general purpose extémal financial reports.

Consequently, all srperfluors funds and some operational funds cunenfi used by he Municipality in he daylo-
day accounling procedures hare not besn reported as individual govemmental funds in he accompanying fund

fnancial statemsnts. Accordingly, he acconpanying fund financial staternents include only he minimum number

of funds consistenl wiür legal and operating requhernents and, consequenty, certa¡n types of similar operaüonal

funds hare been combined into single funds in he acconpanying fund financial stalernents.
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2. SI0,!MA,RY OF SIGNIFICAI{I ACCOU]{T|¡|G FOUCIES -co¡thudor

The financial statenrents of tlE govemrnentd funds are he bllowing:

Balane Shet - Reports informdion at June 30, 2015 about ho cunent fnancid resources (assa§

liabililies, defened inflows of resources and fund balances) of eaú mairr govemrrentd fund.

§atanent of Revenues, Expenditures and Changes in Fund Balatw - Reports informatlon about he
inflows, outflows and balances of cunent financial rssources of eadl m{or go/ernmental fund for the fiscal

year ended June f), 2015.

Since he GFFS are presenled in difierent rn€asurement foa¡s and basis of accounting han the GWF§,

reconcilialion is presented and separate explanation for each differences.

During tre murse of operations he Municipality has activity bstwo€n funds for vaiots puposes. Any reskiual

balances outstanding al yea end ae reported as due fron¡flo other funds While hese balances ae reported in

furd financial statemenb, certain diminations are made ¡n the prepardion of üp GWFS. Balances betwsen hs
funds induded in Govemmental Activilies (.e., tre governnnntd funds) ae eliminated so hat only tn net

amount is induded as internd balances in he Govemrnental Activities cdumn.

Furúrer, certdn activity ocarrs during úre fiscal ysa involving transfers of resources between funds. ln GFFS

these amunts are reported at gross annunts as úansfers in/out Wh¡le reported in GFFS, certain eliminalions

are made in lho preparation of he GWFS. Transfers between the funds included in Govemn¡ental Activities are

eliminated so that only lhe net arnount is included as trans'fers in the Govemmental Act¡vities column.

The Municipali§ reports its financid po§tion (Balance Sheef) and resrlls of operations (Sfafemenf ofReverues,

Expenditurx and Chang* ¡n Fund Prrlancr;s) in funds, wtrich are considered septrale accounting entities. The

operaüons of each fund are accounted for within a set of séltbalancing accounts Fund accounlirp segrggates

funds according to thei¡ intended purpose and is used to aid managernent in demonstraling mmpliance wiÚt

legd, financial, and contractual pro/isbns

Notes to lhe Basic Financial S-tatqnqls

The notes lo tre financial daternents provide information that is essential to a useds full undastanding of tho

data provided in the basis financ¡d statsments

Rquhed Supplenartary Infomation - Budgetary Comparison Scheduh - Genenl Fund

The basic fnancial staternents are followed by a seclion of requked supplementary information. This section

indudes a Budgefary C,otnpañson *ledule - Gensal Fund,vthici indudes reconcilialion betwsen ho statutory

fur¡d balance for budgetary purposes and tre fund balance for he General Furd as presented in tho GFFS.

Required Supplementary lnlormation - Employees' Retirament Syden

GASB Statement No .68, Ac¿r/.fiting and Financial Repoñing fu Pensbns, ürat is effective for fie Municipality's

fiscal year beginning July 1,fr14, revises existing §andards for rneasuring end reporting pension liabiliües for
pension plans provided by he Municipality to its employees, and required s.tpplementary information that indude

tfre Schedule of Proporlionate Share of lhe Net Pension Liatility and Schedule of Contributions.
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2. SUMMARY OF SIGNIFICA¡II ACCOUI{TIi|G POIJGES -co¡tr¡*n

B, Measu¡ement Focus and Basis of Accounting

The accountirg ard financial reporling feafnent ¡s detormined by hs applicable nrcaqferrrcnt foois and bas¡s of
accounling. Memlrsr¡enl focus indicates he type of rssources being rEasJred §ldt as cufrsnt financ¡al

resources or eccpmic resources. Ihe basis of accounting indicates ú¡e timing of transactions or evEnts for

recogniüon in the finarcial statements.

G,owmment i& Enancrb, Sfafer,renfs

Ihe govemment-wide financial statsrnsnb are reported usirE tte mnonb reso'nc,-s neasna/nent fúus ád
tÉ full aerual ba{s of awunling. Revenue (including interest on @os¡ts ad inveshnents) is generally

recorded when eamed and expensos are recorded when a liability is ino-¡ned, regadless of he ümirq of rdated
ca$ flours. Nonexd¡age transadions, in whidr the Municipdity gives (or receives) vdue witrcut directy
receiving (o giving) equd vdue in exdrangg, induds propsty ta\es, gra¡ts, enlitlernents srd donations. On dr
accrual basis, revenue tom properly taxos is recognized in be fiscal year for uñich he laxes ae lsvied.

Revenue from gr ts, enliüements ad donations is recognized in the fiscd year in whidl all eligibili§
requirernents have been met otrcr han tine requirernents. These resources relate to a ñ¡fure pefud (when úte

advance is first pmitled to be used ¡n eccordarce wih ün govemment-mandated nonexdrangs tfisadion or a
voluntary mnexdrange tansaction) and, herefors, $ould be dsified as a defened infow of resources unül

sch üme as úe resources are first pemilted to be used. R€ce¡pts on any lype of rarenue sources collected in

advancs for use in he following fiscalyear are recorded as uneÍned revenues.

Goyemmentel Funds Financial Stalqnnts

Ths GFFS are reported using the curent frnancialresourcs neaswenent focus md he nd'tfid aerual basis

of accatnling. Under his method, revenuss ar6 re@gnized as soon as hey are boh measurable and available.

Revenues are considsed lo be available when hey are oolleoüble wihin he txlrrent period or soon enough

hsrsaffer to pay liáililies of he ornent period. For these purposes, he Municipdity cons¡ders rsvenu€s to bs
availaUe if hsy are collected wihin sixty (60) days afler he end of lf¡e orrrent fiscd period. Revenuss ü¡at he
Municipality eams by incuning obligations are recognized in t¡he sa¡e period as whon üte obligations are

recognized. At June 30, 2015, all revenues sources met his avail*)ility criterion.

Property taxes, vdume of business taxes, sales and usage taxes, mnstuotbn excise taxes, and intsrsst
associated úh he anIrent fiscal period are all cons¡dered to be susceptible to accrual and so havs been

remgnizsd s rwsnues of trhe ct¡nent fiscal period. Entitlements are recorded as rwenues whan all eligibility

requirernents are mel ¡ndudlng any tirne requirements and the arnount is received during he period or wihin he
availability requirements have been rnet, and lhe amount is received during he poriod or within ürc availability
period for this revenue source (60 days of yea+nd). llowever, lhose resorces not available for spending in the

cunent paiod and, herefore should be classiled as a defened inflow of resources. Expendituresdriven grants

are recognized as revenue when he qualifiing expenditures have been incuned and all oher eligibili§
requ¡rements have been mel and lhe amount is r€co¡vod during the period or wiihin the availability petiod for his
rBvenue sour@ (within 60 days of year€nd). Accordingly, §lch resources should be reported as unearned

revenue in the liability seclion of úre general fund's Ealance SáeeL All oher revenue ¡tems ar6 mnsidorod to be

meagrrable and availále only when ca$ is received by tihe Municipal¡ty.
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2. SIrMMARY OF SIGNIFICA¡\IÍ ACCOU]{flNG POUOES -conün,¡adon

Expendifures trs rscorded u,tpn th€ rslated fund li*ility is incuned, as under acoual accounüng. However, debt
servbe expendibres, as ur€ll as e)gondihres related to corpensated Ssoncoq and ddns at judgmen§ are

recorded only wllen payrn€nt is due. Generd c+ltd assst aoqddtions ae reported as expendibres in
govemnrental funds. Principal ard inbest on bonds payable ae recorded when they matured (when payrnent is

due), except for principd and inbrest of bonds due on July 1, 2015 whi*r ae remrded as gorr€mmontd fund

liabilities of June 30, 2015 whiú is he date wfien resot¡rces were available in úp debt servbe fund. Proceeds of
general loflg.term debt ard acquisitiirns undsr capital leasos, if any, are reportod as other financing sources.

The accompanying EaraDce Slwt - GÚ¡ve]r7l/nenfá, Funds gilerally reflects only assets hat will not be converted

¡nto cdr to satisf ament lidÍlitíes. LorE-lerm asssts and hoso assots hat will not be converted into cdr to

salisf ornent liatilities ae generally mt muntgd for in he accunpanying Balance SM - Gwqmend
Fur,6.

The frrca$rement focus of üre GFFS is m decreases of net finarcid resowces (expendibres) rather han
expenses. Most expenditures are n¡easr¡rále and are recorded when he related govemmentd fund liáili§ is

ino¡red. Allocati:n of costs, odr as depr«idirn and annrtizaüon, are recorded in the accorpanying §alevrenf
ofAcñ¡ifles, but aro not recorded in üle accorparying GFFS.

C. Stevrardship, Compliance, and Accountat ¡lity

&tdgelary lnfomation

The Municipdity's annudly adopts be Budget Resolution for all operáing funds of üte Municipality except for

certain rssüictod accoLlnts (Unass{¡ned Fund Bdance up to he max¡rn¡m of ca$ arailále). Budgetay contol is
legdly maintairred at lhe fund level. I}e Mget is pepared using he modifed acoual basis of accounting wiür

encumbrarce induded a budgetry basis expeldifures. Unexpended +proprialions at tne end of he fiscal yea
generdly lapse. l-lorrvever, they may be reapprogiated for expenditlres in hs following fiscal year.

The Municipality's Budget Resolulion proviJss fans'fer auhority (1) to he Mayor and ün Management atd
Budgat D¡rector, wihin ard between departnenls and funds, as long s hs totd budget of he Municipdity (net of

¡nterfund bansfers) is not inoeased; (2) to he Mflagernent and Bldget Director to impbment grart budgets as

üre grant applications ae accepted by he Muniipality; and (3) to tho Maragem€nt and Budget Director b
amend (r+appropriate) eadr new yeds budget to ths oxtent of outstanding oncumbrarEes, and/or unexpended
projecUgrant appropriations at ysar end. Municipality's Legislature aclion is required for ('l) use of ün budgeted

Legislaure mnüngency, and (2) te approval of a supplenental appropriation(s). DurirE üo yer, sovord
§.¡pplemental appropriations \,r€re necsssary.

For budgetary purposes, enombrance accounling is utilizsd to ths oxtent necessay to as$Ie offsctive

budgetary control and accountab¡lity and to facilitate effective cash planning and mntrol. The enanmbrances (.e.,
purchase orduq contracts) are mnsidered expenditures when incuned. For GAAP reporting purposos,

encumbrances outstanding at yoar-end are reported as assigned furd bdances and do not constifute

experditures or liabiliües because he comm¡tnEnts will be honored during trc ubsequent yea. ln addition,

under tre budgetay bas¡s of accounting, revsnues ars recorded wt|en ca$ is received.

The unendmbered balance of any appopriaüon at the end of úr year will lapse at th€ ond of such fiscal year.

Other appropriationq mainly capital proisct appropriaüons, aro continuing accounts for which he Municipal

Legidature has authorized hat an unspent balance from the prior year be caried fon ard and made available for

current spending.
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2. SUMMARY OF SlGt¡IRCAl{f ACCOUNflilG POUGES -coründor

the iilunic¡pal¡ty bllous üpse Focedurss, in accordarce wiúr law, in order to edáli$t úrc budgetay data

reflected in ü|e &¡dgeby cr,/npañson Sc/,€duh- Gene¡d Futté.

Oñginal Bulget

'1. Prior of May 15 of each fscd yea, ül€ Mryor $hnits to he Muniipd Leg¡datre a proposed budget

for the fiscal year corrnencing hs followirB July 1 in addition of a budget message.

2. The budget dooment is a\railable for pu ic ¡nspectbn prior to its epro/al by he Munkipal Logislature.

3. The Office of the Commissioner of Munioipd Afiai¡s ex ¡nes tln budgot to verify if it complied wift the

laús standards and sends it to tho Mayor for any comments or recommendaüon before the limited date

establi$es by ün Lar.

4. Prior to June 13, he annual budget is l€gdly eneted hro4h pasage of úle annual appropriation

ord¡nanco to b€ effective on July 1.

Act No. 154 of December 19, 2013 am€nded Sections 7.002 and 7.003 of Act 8l of 1991, as amended, known

as the'AutononDus Munic¡palites Act of tire Commonwealh of Puerto Rico of l9gl'for the purpose of

establishing the budget of saó municipa¡ity shall not exceed income cerhfied in the extemal audit repol u
'single audif for tre previous fiscal yea in revenue from Volurne of Business Taxes, Sales and Usage Taxes

(SUT), ard Licens€s ad Permib; and úrat in theso cases, ha s§imatod rwenue rned nism cannot be used to

support the operating budget of a municipality. Also, in cases where he municipality reflects a s:rplus in tihe

curent budge[ üre surdus should be used to pay offhe aqrnulated deficil As an excepüon, tm munioipality

may establi$ an Emergerrcy Fund hat draws no more han hirty percent (30%) of the surdus that can only be

used when here is an emergenc, deda¡aüon nrade by tre Govemor of the Cor nonwedh of Pu€rto Rico that

apply to be municipality. ln cases wtrere the municipal¡ty has no accumulated defic¡t, he surplus may be used to

increase hs Emorgency Fund of ün rrunicipality.

Since h€ budgstary basis differs from accounting prirrcipbs generdly accepted in ün United States of Arnerica

(GMP), actual amounts for tire Generd Fund in he acompanying fudptay Canpuisr,n Schedule, is

presented on tr budgetary b*is to enhance conpardility.

Final Budget

The final budgetary data presented in üre Budgetay Comparison Sdredule - General Fund reflects he following

danges to th6 original budget

1. Certain annual apffopriations are budgeted on a poject basis. lf srcfi projects a not completed at hs
end of the fiscd year, unexpended appropriaüons, induding eno:nüered fundg and unexpended grant

4propriations, are canied fon¡ard to úre following year. ln certain circur stances, olh€r reguld annual

appropriaüons may be canied forward afrer appropriate approval. Annually appropriated funds, not

auhorized lo be canied forwad, lapse at üre end of tire fiscal year. Appropriations canied fomad from

ha pdor year are included in hs final budgetay data.

Appropr¡ations may be adjusted during the year wilh the approval of he Mayor and the Municipal

Legidature, e.g. supplemental appropnations. Addiüonally, lhe Mayor is auúprized to make cerlain

tansfer of surplus within the departrnents. Such adjustments are refiected in the lnal budgetary data.
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2. SlnffiARY 0F SlGillFlCAl{f ACCOUI{ING POUCNES -conünü.iron

Ttre Arnud Aprcpriaüon Ordinmco adopts hs budget at úre dlaactor l6vel of expenditrre wihin
dsparUnsilb. As d€scribed abot,e, he Mayu is auúuized to mek6 corta¡n hrders of appoprialions
wihin depatrcnls. Accordingly, ún legal lad of budgetay conbol by ün Municipd Legidature is ún
departnent Letrel.

the principaldiñerences betueen ün budgetary and GMP bases ae tm blloring:

L Encumbrances are recordsd as expenditures unda he fudgtary basis and as resticted, committed

and assigned fund bdances under GAAP.

2. lnterfund tansactions of he Gercrd Fund are not induded in ün budgetay basis.

3. Certain accrued liáil¡lies ad oher debts tre not included in ürc hdgetary basis.

4. Certa¡n revenues $sceplible to accrud, i.e., boh measrále ¡¡d ardlále, are mt induded in the

hdgetary data.

Ihe Sperial Revsnug Fund has rpt been included in ú¡e budgstary conpaison bca.se bderces ae not
budgeted, Also te budget prepaed for he Fedsd F¡nandd Awards Prograns irduded in ún Capital Projec{s

ad Spedd Revenue Funds is based on a program perid wtridr is not necessaily he same fiscal yea.
Accordingly, its not praclical to pressnt an annud cornparison of bud06t for §.K*r prograrn§

Ercf;'§s of Expqditurcs over Appropiatiuts

For the year ended June $, 2015, expenditures exceeded appropriations in he folloúng function (he legal level

of hrdgetary mntrol) of úre C*nerd Fund: general goremrnenl by $1,438,815, and PLblic Waks by $50,595,

This overspending of appropriation ¡s aÍhorized by law up to 5% if related to cases involvirg imminent public

endang€Írpnt (e.9., natural disaster, or fire), $trid wasnt tre case his yea, it is consiJered a bulgelary
violaüm. Ihe budgetary vadance during he ysar pr€ssnt an sxcess of revenues of $598,,163 and expendihres in
excess of $'1,00,l,,162 for a tolal decrease in Budgetary Fund Balance of $403,290. The murnulated budgetay
fund bdarce deficit amounted to §4,535,¡169.

D. Asseb, Liabiliües, and llet Assets

1) Caú and lnv*lna{ and Caúutth Fl*al Agail

The Municipality's ca$ and investment are compossd of demand deposits in commercial banks, demand

deposits in tp Governnental Development Bank of Puerto Rim (GDB), and cas+r equivalents in conrnercial
banks. The Municipal¡ty has adopted tp Statenent of Uniform lNastnent Guiflines br tle Munic¡pal¡ties

of the Conmonweal t of Puqlo Rkx, isued by the GDB as promulgated by Act No. 113 of August 3, 1995.

The Finance Dkector of the Municipality, follow the guidelines, ¡s rsspons¡ble for investing t¡e aválaHe
resources in corlificates of deposit and other short{erm investnents, if available. Cash in he Special

Revenue and Capitd Project Funds ar6 restricted; accordingly, rssouicss avalldle were not used for pool

investrnents. Ca$ Equivalents are investments with an original mafurity of 90 days or less.

lnlerest earned on certificates of dBposit and olher short-term irwesúrBnts are recognized as revenue in úe
General Fund in accordarrce with anDunt invested. Cash in he Special Revsnu€ and Capital Proiect Funds
are resticted; acmrdingly, rssoucos available ulere not ussd for pool invesbnents. Duíng tho fiscal year

201,1-2015 any inveshnenl was realized by the Municipality.
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2. SUMMARY OF SIGNIFICANI ACCOUNTING F0LICIES -contnu¿ton

Ca$ with Fiscal Agent in the Debt Service Fund reseseN s Aecid add¡tional property tax mllections

retained by tre GDB, deposit in tire @B ard restricted for the payment of tte Munlcipdit/s debt service, as

edablished by law. Cash wih F¡scd Agent in oürer governnnntd funds consi§s of undishrsed proceeds of

certain bonds ard notes issred for úe acquisilion and consruction of major cap¡td improvements, or grants

which are mdntained in a caS¡ ct¡stodian account by the GDB. This sinking fund is miintaind by tte GDB,

agency wirich ac,ts as he insurer and payer of the Municipality's bonds and notes issed in acmrdarce wiÜt

law.

2) R*eivables and Payables

Acüvity bet! ,een funds that are representalive of lendinglborrowing anangernents outstanding at the end of

the fiscal yeaf ars refened lo as eiher 'due tortom other fundd (i.e., llre cunent prtion of interfund loans) or

'advances ldfrom oúler funds (i.e., the non+¡nent portion of interfund loans). All otÉr outstanding

balances between funds ae reported as 'due lofrom oher funds.'

Advance between funds, as reported in ttre fuM fnancial statenstls, if any, are offset by a furd balance

reserve account in applbable governnental funds lo indicate that hey are not available for appropriation and

are not expendable availále financial resourcos.

Receivables consi§ of dl revenues eamed but not.collected at June 30, 2015. These account receivables

are drown net of estimated allowances for uncollectible accounts, whidr are determ¡ned upon past collection

experience, historind trsnds, and current economic conditions. lntergovernrnental receivables in te general

fund repreenl nndly sales and usage taxes, federal grant and contributions, property tax accou¡b hat are

levied by Municipal Rever¡ue Collection Center (MRCC), a govemmental enüty created by he Govemmenl

lntergwemmental receivdles in the oher gwemmental funds represent amounts ol ed to he Municipality

for reimbu¡sernenl of expendifures inolrred pursJant to federally funded grant and confibutions d state

appropriations, and he amount in the debt service fund represents the disfibution of property tax collected

wt ch is resticted for ú¡e debt service.

Accounts payable represent arnounts, including salaries and wages, owed for goods and services received

prior to year+nd.

lnventories

The Municipalily used the purchase method to account for he purchases ofñce and pdnting supplies,
gasoline, oil and other expendable srpplies held for consumption. llis method records itens as

expenditures, in the appropriate fund, when they are acquired and, accordingly, the invenlory is not recorded

in üp basic finar¡cid statements.

Capifal Ássefs

Capital assets, whidr inclde land, buildings and improvernenl machinery and equipmen[ motor veh¡cles,

and inftashucture asseb (e.9., roads, bridges, sidewalks, and similar items), are reported in the appllcable

govemmental or busines*type activiües columns in the GWFS. Capital assets, oÜrer han inftastruoture

6sets, are defined by he govanment as assets wilh an initial, individual cost of npre lhan $500 (amount

nol rounded) and an eslimated useful life in excess of two years. For improvements other than buildings, the

capital outlay must be greater han $10,000, extend the estinrated useful life for ten years, and be greater

fran 10% of the origind co§ of tre asset. The Municipality reports infrastucture assets on a network and

su§stem basis. Acmrdingly, the amounts Wnt for the construc,lion or acqui§tion of infiashucture assets

a¡e capitalized and reported in the government-úde financial statements regardless of th€¡r amount.
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2. SUi,ilARY OF SIGNIFICAI{I ACCOU}ÍfING POUOES - conünu¡dor

ln he case of üte initial capitdization of goneral infiasbtrcture assats (i.e., thos repoded by Governrnntd
Ac.tivities) $e govemment chose to indude all srú itenn regardless of heir acquisition dato or trmunt

The Muni:ipdity was able to est¡mate the hiSoricd co.st br the initial reporting of hese rcb trargh back

tendirU (.e., esümating úre cunent rodacernent mst of he inftastrucfure to be cadtdized and using an

appropriate pricelwel index to deflate he cos{ to the aquisition year or edimabd acquidtion yer). As he
govemmenl constructs or aquires additirnal capild assets eadr period, induding infrasbuctura assets, hey
are capitdized and reported at historical cosl The reported value exdudes nomal maintenance and repairs

whidr ae essentialy amounts spent ¡n rdation to ceital assots that do not incres he capac¡ty or
effciency of úre item or extend ib useful life beyond he origind estimato. ln the case of donations the
gwemnrnl vdues ümse capitd sels at üte estimated fair value of be item at he date of its donation.

Ceitd outlay is recorded as expenditures of ür General Fund and ohr govemnBntd funds and as assets

in úle GFFS to the extent tr MunicipaÍty capitalizatim hre$old is met Depreciation and amatization
expense is recorded only in ún GWFS. Depraiable capital asssts ae generally depreciated or amortized

over their eslimaled useful lives under he sbdght{ine mehod, except for equiprnnt held under cadtd
lees wtlir*t is depeciated over úte shorter of ib
estinnted useful life or ürc lease term. lb depr«iatim
is recorded for lad and onstucti¡n in pogress. The

estimated usful livss of major c4itd asset categories

a19:

Depeciaüon and a¡norliza[on expense of ca¡rital

CAPITALASSEIS YEARS

&¡Hhgs and Sib hprovernenb 40

lnfaestuclre ,t0

It obr Veh¡cbs, Fumiure aÉ Fixl¡res 5

Mad'inery ard EquirÉnts 95

reb is recorded as a direc't experm of úr function/program speciñcdly identified with üte assot
Depreciation 4d aÍprtization of infrasfucbre is not allocated to vaix¡s funcüon/programs but reported as

d¡rect o@nse of he public works and urban development functions.

lmpaired c4itd asets ü¡at will no longor be used by he Municipality, if any, are repo'ted at he lorvsr of
carrying value or fa¡r valuo. lmpairnent losses on ceitd asssts wih physi:al damages hat will conünue to
be used by ún Munic¡pality are rnea$red using hs restoration cost approach. lmpairments of capital assets

tirat are subject to a change in lhe manner or duraton of use, or assets afiected by enacbnent or approvd of
laws or regulations or oher dranges in erwhonnrental fac'tors or assats that are srbjeot to teohnological

changes or obsolescence, if any, are meaured using ths service units approadr.

the Municipality is prevenled legdly fom entsrir8 into obligations extending beyond ono fiscal year, and

mosl lease agreements entered by he Municipality contain fiscal fund¡ng dauses d cancellalion dauses hat
md<e he conlinualion of úre agreements subject to fufure approprialions. Tle Municipalitf s lee
agreements do not include mnüngent rsnlal payrnonts no escalaüon dauses. Accordirqly, lease paynnnts

are recorded in he GII/FS as expense when ¡ncurred.

ln úre accompanying GFFS, the lease payments are recorded as expendifures in he govemmental fund.

Uneamed Revenu*

ln tp GWFS, unearned revenues arise only when he Municipality recaivss resources before it has a legd
claim to them. ln úre GFFS, arises when the following §tualions occur: potenlial revsnus does not meet boúl

the moasur¿ble and available criteria for revenue recognilion in the currant poriod.
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2. SUMi,IARY OF SIGNIFICAI{Í ACCOU]ÍflNG POIJCIES - corr¡nu¡üo¡r

Dde¡rd Ouübwslhtflors of Resouross

Defened ouúows of resources and defened inflows of resorces ae defined ¡n GASB Cor@t Statement

No. 4, Ehmenb of Financial Sfafernerfs, as he acqu¡sitbns ard concimptons of nd sots by the
go/emrnent hat is apdicále to tuture periods Pursrant to GASB Slabrnent l'¡o. 63, 'Fimrcial Rquling of
Mated Afiovts of Resa,Ices, Dúq¡ed lnflotts of Reso{rDes, a¡d llet Puition,' utd GASB Stat€npnt
No. 65, 'llems Pra¿asly Rqporfed as Assefs añ Liatiflix,'hieüun¡c¡pdity recognizss dofsned ouffiows

ar¡d infovrs of resources.

ln addition to assotq the Shfernenl of Financial Posúon will sonptimes roport a ssparats sedion for

defened outfows of resources. This separate financial staternent elernsnt, defoned ffiotrvs of resourcss,

reprcsonts a con$mption of r€t position hat eplies to a irture period and so will not be recognized as an

drtflo of resources (expensdexp«rditure) unül hen. The Municipality has no items hat qudiry for roporling

in this category.

ln addition to liabilities, the Sfafanenl oflVel Posiüon will someürles report a sepaate sacfon for defened

inflows of resources. This separate financial stateñ¡enl element, defuned infows of rosources, represents an

acquisition of net positbn hat applies to a future perin(s) ad so will not be recognized as an inflow of
resources (revenue) until hat linre. The Municipdity has no items hat qualify for reporting in his category.

Based on this concapl the Municipality reports tro following as defened ouffiows of resources and defened

inflows of resources.

. The defened outflows of resources or defened inflovrs of resairces resJlting from he inplementation of
GASB No. 68. Note 1 6 pres€nls addiüonal information about tle cornposition of ll¡ese items.

. Various types of rarenues earned but not arailaHe wihin @ daysoffiscalyear end.

Note 7 provides dstails on defened ouffiows of resot¡rces and defened inflows of resou¡ces.

The Municipdity has items, wtriú arises only under a rnodified amual bas¡s of accounting hat qualifies for

reporting in defered inflows of resources. Acmrdingly, he items, unava¡labh revenuq is reported onty in ths
govemmentalfunds Balance Sheef lhe govemmental funds report unavailabb revenues t¡om ttrc sources:

Christrnas Bonus ReimbursenEnt tom he Conmonwealh and Federal &ants. Theso anDunts ae defened

and recognized as an inflow of resources in the period that he arnounts becorne available.

Long-Tunt Obllgadong Boads lssuance Costs, and hut lum ot üsco,unt

Ihe liabiliües reported in the GWFS indude the general and Eecial obligalion bonds, long-term notes, oher
noncunent liabiliües (e.9., vacation, sick leare, daims and judgmentq noncuneni liabilities lo oüpr
govornmental enüües and hird parties, ry¡d landfill pod dosre cae msts). Bond pemiums and discounts, if
any, are defened and amorüzed over he life of the bonds using the efiective interest mehod. Bonds payable

are reported net of he applicable bond premium or discount if any. As per GASB Statement No. 65, Bond

lssuance Costs incuned are reported as expense in th6 fiscal year incurred.

ln the GFFS, govemmental fund §pes recognize bond prerniums and d¡scounts as other financing sources

and uses, respeclively, and bond issuance costs as debt service expendifures. lssuance costs, wteher or
not wihheld lrom the actual debt proceeds received, are reported as debt servie oxpenditures.

Expenditures for principal and interest payments for governmental fund general and special obligations

bonds are remgnized in he Debt Service Fund when due.
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2. St frlllARY OF Slcl{lFlcAilf AccouftfililG PougES-co¡{¡rdon

8) CotnpolrsatdAbsonw

The Munidpality mues acürn lated unpaid vacatlx and sil« leave ard Miatod erployeerelated
msis when eaned (or estimated to b€ earn6d) by he employee. Ihe Munidpdit/s «rployees ae granted

30 drys of vacations and 18 drys of dck leare annudy. Vmlft:ns may be aco*rulated up to a maximum of
sixty (60) days and dck leave up to a maximum of nirety (90) days ln tre event of efiployee res(¡nalbn, he
employee is paid fa acomulated vacation days up to üe marirn¡m dbwed at t¡e curent rate. Sepaation
fom efiploymsnt prior to use of all or pdt of he sic* bave term'nates dl rights for compensation, sx@t for
empbyees wiür ten ysars of serv¡ce who ars entiüed to sick leare pay up to tle maxinr¡m allou¡ed. Tlle
Municipdity mued a liability for compensated ásences, wtlidr meet he following criteria: (1) he
Municipality's obl'rgation relatirg to erndoyee's rights to receive corpensafon fo. future absences ¡s

attibutable to erployee's serv¡ces akeady rendercd; (2) he obflgaüon relates to rights $at vest or
acom.rlate; (3) payment of he compensalion is probable; and (4) úe amount can be reasonály esiimated.

ln acmrdance witr hs above criteria and requirements in conformance with GASB Accounüng Standards

Codification S€ction C60, Compensafed Abse¡¡oes, he Mun¡cipality has acuued a liatility for compensated

ásences, whi$ has been earod but not td<en by Municipditl/s enployees, induding ¡ts *are of social

seality and Medicare payrnnts made on behdf of üp employees in tn acoual for vacation and sick leave
pay using salay ratss efiective at June 30, 2015. All vacaüon pay is acoued when inq¡ned in the GWFS.

Fo¡ ü¡e GWFS, fre ounent portion is he amount estimated to be ussd in the following year. For the GFFS,

all of the mrpensated absencos are oonsidered lonsterm and herefore, ae not a fund liability ad
repressnts a reconciling item b€tween he fund level and government-wids presentalions. Also, GFFS record

experditures wñan employees are paid for leare or he balance due in accrued upon the employes's

sepaaüon from ernploymsnt.

9) Clalns nd Judgrnents

The estimatsd arnount of the liability for cldns ad judgments, if ary, wtrió is due on demand, sudr as from

adjud¡cated or settled claims, is recorded in the General Fund when the liability is in<uned. The Long-Term

Liabiliti* indudes, wtren epropriate, an amount estimated * a mntingent liáil¡ty or l¡abiliües with a fxed or
expected due date, wttich will require future availaHe linancial restxlrces br its paynnnt.

l0) Accoiwtüng for Fsnsrbr Cosfs

ln June 2012, ths GovsmrEntal Acoounting Star¡dards Board (GASB) ise.¡ed two new pronouncernenls

related to ha accounting and financid repating requirenents for pension related sxpenses ard liáiliües.
GASB Statement No.67, Financial Repuliry for Pension Plans an amendnent ú GASB Shfevnenf /Vo. 25,

replaces úre requirernonts of GASB Statement Nos. 25 and 50 for plans adninistercd by pension systems

through trusts or Euivalent anangemen§ and wre inplernented by he Employees' Retiremont System of
the Government of üre Comrpnwealh of Puerto Rico (ERS) as of June l), 2014.

ln addiüon, t¡e GASB is$ed Staternent No.68, kcanting añ Financial Rwling for Penslons, effective

for úre Municipalitfs fscal year beginning July 1, 2014. Tlis Stalement revises existing standards for

meas¡ring and r€porting pension liabiliües for pension plans provided by üre Municipality to its employees.

Th¡s Statement requires recogniüon of a liab¡lity equal to the Net Pens¡on Liability, s,hich is nEasurod as lhe

Total Pension Liab¡lity, less he arnount of he pension plan's Fiduciary Net Position. the Total Pension

Liability is determined based upon discounting projected benefit payments based on he benefit terms and

legal agreements exisüng at ttre pension plan's fscd yearand. Pro.lected beneft payments are reqr¡red to
be discounted using a single rate lhat reflects lhe oxpected rate of refurn on invesfnents, to the extent that
plan assets ars avallablo to pay bonefits, and a tax-exempt, high{uality municipal bond rate when plan

assets are not availeble.

I
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2. SüMMARY 0F SIG¡¡IRCANT ACCOUNTING POLIGES - co¡un¡¡ton

Th¡s Slate[Ent requhes ürat nnst ctranges ¡n ¡h6 llet Pensim Liability be induded in pensbfl sxp€nso in he
period of ttlo drarge. To t¡e extent pradbd, ü¡s finarid datements presented for he pedds afucted

$ould be redated. Also, GASB Staternent No .71, Percion Tnnsifron fü Crtnfrif/u/iotls ltlade &bseqrnf lo

te tuleayrqnetú f¿7lb, an arnondrrnt to GA.SB 68, is required to be inplernnted simultaneoudy wih Ún

provisions of GASB 68.

The Municipdity iÍpleÍ¡ented boh GASB Statenpnt Nos. 68 sd 71 for tlo fiscal yor ending June 30, 2015

and he finalc¡d staternenb of he Municipality for ürc year ended June 30, 2014 were redated'

iileasi¡remEnt Froquency and Valuaüon Requirements

As rnent¡onsd, GASB Statement No. 68 is effeclive for financial §aternents fo{ fiscal ysars b€ginning afler

Juns 15, 2014. Undsr GASB 68, there are tu/o key dates - the nE8.rement date and he actuarid valuaüon

date. The Net Pens¡on Liáility s+lould be mem.¡red as of a date no earlier han he end of the employe/s

prior fscd year, cons¡dontly apgied from pabd to period (mea$rement dato). The Net Pons¡on Liability

can be measurgd fom an efuaial valuation as of the measrrement date or roll fo trd anounts from añ

acfuarial valuation as of a date no more than 30 montrs plus 1 day prior to tn employe/s rnost recsnt fiscal

year-and. The acfuarial vduation $ould be performed at least biennially.

Tha Municipality will use Juno 30, 2014 as bolh the measurernent date and the actuaial valuation date for

purposes of impl€rnsnting GASB 68 for bolh t¡he Defined Benefit Pensim Plan and Defined Contribution

Hybrid Program. ln future years, úe calculation of the Net Pension Liabil¡ty and Pens¡on Expense will atways

be one yea behind üre nnst o¡nent fiscal year. For example, acfuarid valuations úlh measursrnent dats as

of June 30, 2014 will be used to report he Net Pens¡m Liability on the Municipalitfs Fiscal Year 20142015

financial staternents.

lmpact on ths F¡nancial Statements - Change in Accounüng Principles

Changes resrlüng from C'ASB 68 requkernents apply onty to ü1e govemrnent-wíde financ¡d stabÍEnts.

GASB 68 do€s not apply to govemnrental funds; they will continue to report p€ns¡on expenditures based on

contributions made during the yoar. There is no change in cash flow, conbibulon rates or Generd Fund

budgeted expenditures associated with implementaüon of GASB 68. ln addition, the new moasure used to

recognize p«sion expense and pen§on liatility elíminated he ARC concept for recognlzing pension

expense, resulting in lhe separali:n of acoounling from funding.

For illusúative purposes, tre Finance Deparúrent calollated certain line itoms in h€ fnanc¡d statement§

afiected by úre l¡ew Pension Standards using tre actuaid vduation reports as of June 30, 2014 a¡d the

highlights of the impact to he government-wide finarrcial statern€nts tyould have been on the June 30, 2014

financial statements.

. Ihe ¡Vef Pos/bon (total assets and defened outflows of resources ninus total liatiliües and deferred

inflows of resources) at June 30, 2014 for all reporting entities would have been $7,971,948, a

$16,483,085 decraase (67.4%) from trc prarioudy reported net position of $24,455,033 (pre-GASB

68 implementation).

. Total Long-Tern L'abilíües would have been $t,143,450 as of Juno §, N14, an increase of

$17,104,046 or 42.7oA oompued to he previously reported $40,039,,104 long-term liabilities (pre-

GASB 68 implernentation).
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2. SUMMARY OF SIGNIFICA!¡Í ACCOUiffl¡¡G POUOES -cortnudon

. Under GASB No. 68, Percbn Elpersa uDuH havs b€sn $35/,,1Íi2, a decreasa of $263,529 or

42.4% conpaed to t¡e annud pension cod of $620,961 under GASB No. 27 reported at Juns 30,

2014. Under GASB No.68, he p€mSon expenss is meastred as tE difisrence betvreen he net
p€ndon liáililies b€tleen t¡o reporting p€riod§

. Ttn DeM lnflorc of Resanrces was not ardlable fu he implenrentatim of GASB ¡los. 68 ad
71. The budgeted pensi:n contibution for fiscal 201+2015 of $f,426,857 wre recognized as

DefeÍed Oufroyts ofResancas ard $1¡t3,919 was rocognized as bt$d lnfu./s of Reso¿,rces.

Roraffircrt of Beginn¡ng Poslüon and Allocaüon of Pension Expense Among Municlpall§ Fuds

Mehodology lmplenrentation of tre Nevr Pension Standards is a change in accounüng principle and will

require recognition of a onetirne prix period adjustnent to redab úre beginning net posilíon. The tohl prior

period adjushnent on a govunnont-úde basis is sstimated to be $1 6,483,085 br govemmenlal activiües.

The Municipality accounts for pension costs from he standpoinl of a parlicipant in a multiple-employer mst-

$aring plan. During he qrrent fiscal year, üre Municipality implemented the second pronouncennnt isoed,
GASB Statemsnt ltlo. 68, Accounfng añ Financial Repoiling fu Pe¿sions-an anendment of GASB

Sfatment No.27. This staternent establi*res accurnüng and financial reporting for pensions provided to the

employees of s'tate and local govemment employers hrough pension plans hat are admini§tsred hrough

trusts that have he following charactori§ics:

. contibutions from employers and nonemploya contribut¡ng enüties to the pension plan and

eamings on fnse conhibuüons are inevocable;

. pension plan asssts are dedicated to providing psnsions to plan members in accordance wilh the

benefl terms;

. pons¡on plan assets are legally protected fiom the creditors of employers, nonemployer conlributing

entiües, and lhe pension plan administrator. lf the plan is a defined benefit pen8ion plan, plan assets

also are legally protected from cred¡tors of lhe plan members,

Cu]Ient
Acsoününg
Strndlrd§

New

Accoününg
$ánderds

(GAS827) (GA§8 68 &70 hp.ct of llow Sllrndards

Asseb $ 61,/t94,€7 0 64,194,€7 ¡b úange 
.

An hcrease in estnabd p€nsbn

Debred Ouúow of Resouroes - 620,961 contbulon in Fiscal Year 201+2015

An incree ol$17,104,046 (Net

Lbbilile§ 40,039,404 57,143,450 Pension

Defured hlow of ResourEes

N€l Po6lixr 24,/t55,033 7,971,948

A decreass ol $263,529 ($978,383 -

$620,961 , conhlulon m inus ñe

Expenses 620,961 357 ,432 pens¡on expeme)

A net d(

Posi¡on

Miustnenb b Resbtsd Beginning

Net PGitm

A decrease of $f 6,483,085 b
(f6,¡ltlii,085) - b€ginning ¡let Poti¡on
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2. SUMMARY OF SIGNIFICAI{Í ACCOUNflNG POUdES -coÍtnua&n

For tre prpose of applying lhe requ¡rernents of GASBS No, 68, as aneflded, the stale govemment of ihe

Conrm¡rrved[r is conddered lo be the sponsor of he ErBloye€d Retiren¡ent System of he Government of
the Comrnonwealh of Puerto Rico (ERS), a mulüemployer cos{-sharing Deñned Benefit Pension Plan and

Defined Contribulion l-lybrid Program, in vrtrich he errployees of tE Mun¡cipality paticipate. The

Municipali! is considered a participant of úrese relirement systems since he majority of he participants in

úp afore¡rrntioned pension hust funds are employees of úte Con¡npnwedth and the basic financial

statements of such retirernent systems ars part of the financial reporting enlity of ü|e Commonwealh. Act

No.3was enacted on April4,2013, arnended trhe Act No. ¿147 for the purpose ot establi$ing a maior reform

of he ERS effeclive on July 1, 2013 (see Note 16).

For purposes of neasuring fn Net Pension Liability and Defened Ouffiows/lnflows of Resources related to

pensions, and pension expense, informaüon about the fiduciary net po§üon of the ERS and addiüons

to/deduclions ftom the ERS's fiduciary net posiüon have been determined on he same basis as thoy are

reported by Commonrr¡ealh of Puerto Rico. For his purpose, benefit payments (ncluding refunds of
employee mnkibutions) ae recognized when due and payable in accordance wif| the benefit terms.

lnvestrnents are reporled at fair value.

11) Net PosiüottlFund Balance

A) Net Position

Net position represent the difierence between assets, defened otffiows of resources, liabilities, and

defened inflows of resources in tire govemment-wide financial statements.

The GWFS utilize a net position presentation, which are categorized as follow:

. Net lnv*ted in Capital Assefs - These consisls of capital assets, net of aco.rmulated depreciaüon

and amortizaton, reduced by he outstanding balances of bonds payable, notes payable and other

debts that are atlributed to the acquisition, consúuction oI ¡mprovernents of hcse assets. For tha

purposes of determining ltÉ outstanding debt at[ibuted to capitál assets, the total long-term debt
related to the acqui§tion, construcüon or improvenrents of capital assets has been reduced by any

related unspent debt proceeds and any related unamortized debt issuance cosb. ln addiüon, the

outstanding debt attributed to capilal assets does nol include accrued interest payable, non-capital

accrued liabilities, inter-fund loans and oher financial assets.

Net investment in capital assets is comprised of the following:

CapitalAssets, Net of Accumulated Depreciati0n........................ $56,765,979
outstanding Balance on Related Debl ..... .. (29,796,000)

Unspent Capital Debt Proceeds....,.......... ... 6,412.519

Net lnvestment in Capital Assets.............. .. $33382,498

. Restricted Net Posítion - These result whon constraints placed on net assets use are either

externally imposed by oreditors, grantors, contr¡butors, and the like, or imposed by law through

constifuüonal prov¡sions or enabling legislation.

. Unresticted Nel Posrúo/, - These cln§st of net assels whiú do not meet the definition of lhe two

preceding categories. Unresficted net position often are designated, to indicate that management

does nol consider them to be available for general operations. Unres[icted net position often have

constaints on resources that are imposed by management, but can be removed or modified.
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2. SUMMARY OF SIGNIFICANI ACCOUNIING POLIGIES --otruauon

Net Posltion Flow Assunption

Sorneümes tre Municipality will fund outlays for a part¡cular purpose from both resfided (e.9., resficted

bond or grr{ proceeds) and unresüicted resour@s. ln order to cak late the arnounts to report as

reshicted - net posilion and unresfoicted - net position in the GWFS, a flow ass:rnption must be made

about he order in wtrich tre resouces are considered to be applied. lt ¡s he Municipality's policy to

consider resficted - net position to have been depleted before unrestricted - net posiüon is applied.

B) Rtnd Balance

fu nd Balance Classificaüon

Fund balances for the govemmental funds are reported in classificaüons hat comprise a hierarchy

based on the extent to lvhidr úre Municipality honors consfaints on the specific purposes for whidt
amounts in hose funds can be spent.

. Nonspedable - amounts hat cannot be spend because they are eiÚer (1) not spendable in form;

or (2) legally or contractually rEuired to be maintained intact.

Resfafed - anounts with mnstraints placed on their use that are eiher (1) extemally imposed by

creditors, grantors, conbibutorq or laws or regulation of other govemnents; or (2) imposed by lar
úuough constitutional provi§ons or enabling legislation.

Conniftd - arnunts hat can only be used for specific purposes determined by formal action of
the Municipal¡ty's highest level of decis¡on-making auürority (Municipal Legidaturo) and hat remain

binding unless rernoved in the same m ner. The underlying acüon hat imposed lhe limitation

needs to occur no later lhan lhe close of lhe reporting peri:d.

Assigned - anounts hat are mnstrained by tre Municipality's ¡ntent to be used for specific

purposes. The intent can be established at either the highest level of deci§on-making auhority, or

by a body or an official designated for hat purpose.

. Unassigned - úre re§dual classification for he MuniciPality's General Fund thal indudes amounts

not contained in the other classiñcations. ln other funds, the unassigned classification is used only if

expendifures inc{.¡ned for specifc purposes sxceed lhe arfpunts reslricted, committed, or assigned

to those purposes.

Ftnd Balance How Assumpüon

Sometimes üre Municipality will fund ouüays for a particular purpose from boür restricted and

unrestricted resources (the total committed, assigned, and unassigned fund balance). ln order to

calculate he amounts to report as resficted, committed, assigned, and unassigned fund balance in the

GFFS a flow assumpton must be made about lhe order in which he ¡esour@s are considered to be

apptied. lt is úre Municipality's policy to consider resEicted fund balance to have been depleted before

using any of üre mmponenls or unrestricled fund balance. Further, when lhe components of unrestrlcted

fund balance can be used for the same purpose, committed fund balance is depleted first, followed by

a§gned tund balance. Unassigned tund balance is apd¡ed last
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2. SUMMARY OF SlGNlFlCAlIf ACCOUNflNG POUOES -corünuaüor

Fundhlan@PolW

The Municipdi§ believes t¡at sound ñnancial managemsnt prino¡ples rsquhe hat suffc¡ent funds be

retained by ih€ Munidpality to prov¡de a stable financial base at dl tirEs To reta¡n his stabls ñnancid
base, te Municipality needs to maintain a Gene¡al Fund bdance s:fficient to fund all ca$ flows oi flrc
Municipdity, to provide financial reserves for unanücipated expend¡twes andlor revenue shortfalls of an

emergency nature, to provide funds for the dispaity in liming belweo üre mllectjon of prop€rty tax6s

fld olher main incorne. lhe purpose of this policy is to speci! úe size ar¡d composition of úle

Municipality's financial reserves and to idenliff certain requirements for repleni$ing any fund balance
reserves uülized.

Restictions of Fund Balance

Restrictions of fund bdance repesent p<r'tions of fund bdances hat are legal[ segregated for a specific
future use or ae not appropriable for expenditure. The Municipality has implennnted lhe provisions of
the GASB Statenpnt No. 54, Fund klance Repo ing añ Governnental Fund Type Deñniliqs as ot
July '1, 20lO, in which it is required to classifo and report an¡ounts in he appropriate fund balance
classifioation by apdying their accounting policies hat determine wheltrer resticted, commilled,
assigned, and unass¡gned amounts are cons¡dered to have been spent

Policy on @nnitting Funds

It is he policy of the Municipali§ that fund balance arnounts will be reporled as 'Commited Fund

Balance' onty aflsr formal actlon and approval by Municipal Legidature. Tle Municipal Legislature has
the auúrcri§ to separate funds for specific purposes. Any separate fund as Conrnitted Fund Balanco

requires lhe adoption of a resolution by a simple malority of votes. The adoptbn of the resolutjon should

be carried out before June 30 of the fiscal year to implenent. lf the acfual amount of he commitrnent is
not available through June 30, the resoluüon should establish the process or formula required to
calculate th€ exact anpunt as soon as information is available in he following fiscal year.

For example, the Municipal Legislature may approve a motion prior to yearcnd fnancial statements, if
available, up to a specified dollar an¡runl as Commitled Fund Balance for capital projects. The exact
dollar an¡ount to be reported as Committed Fund Balance for capital projects may not be known at he
time of approval duo to the annual fnancial aud¡t not yot being completed. llis amount can b€

determlned at a later date when knou¡r and appropriately reported wihin ths year+nd financial
statements due to he Municipal Legislature approving this action before year-end.

It is the policy of the Municipal§ that the Municipal Legislature may commit fund balance for any reason
that is consistent with the definition of Committed Fund Balance conlained within GASBS 54. Examples
of reasons to commit fund balance would be to diElay intentions to use portíons of fund balance for
fufuro oapital projeots, stabílization fundq or to earmark spec¡al General Fund revenue streams unspent
at year-end that are intended to b€ used for specific purposes.

After approval by the Municipal Legislature, the amount reported as Commi[ed Fund Balance cannot be

reversed wittrout ut¡l¡zing tie same process requ¡red to commit úle funds. Therefore, ¡t ¡s the policy of
the Municipali§ that funds can only be removed tom the Committed Fund Balance category after

resolution and approval by he Municipal Legislature.

:

i

t.
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2. SUMMARY OF SIGNIFICANI ACCOUNTING POUCIES - continmrio¡

Policy on Assigning Rtnds

Furds ti¡at xe intended lo b€ used fff a specifc purpose but have not received lhe fomal appovd
actbn at the Municipal Legidature levd may be rem¡ded as Assigned Fund Balance. Likevvise,

redeploying assigned resources lo an altemaiive use does not requ¡rs fomal action by he Municipal

Legidafure. Having reviewed lhe requirenents for assigning fund balance, therefote, is the policy of the

Municipality that Mayor shall have the authority to assign fund balance of the Municipality based on he
inten$ons of the use of funds by tre Municipal Legidature. ln addiüon, he Mayor can delegate to lhe

Finance Dheclor or oher employee of the Municipality, be authority to assign hs funds.

fulicy on llnassignd General Fund Balance

It is the goal of the Municipal¡ty to achieve and maintain an Unassigned General Fund Balance equal to

I 50Á of budgeted expenditures. The Municipality considers a balance of less than 1 0% to be a cause for

mncem, baning unusual or deliberate circumslanoes, and a balance of more than 20% as excessive.

An amount in excess of 20% is to be considered for reservalion to accunulate funding for he purúase

of madrinery and equlpmenl for capitd projecls, and/or reduces tax levy requirerents, and $all be

determined in conjunction úth he annud budget process. ln the event lhat he Unassigned General

Fund Balance is less han the policy antic¡pates, the Municipal¡ty shall plan to adiust budget resources in

the subsequent fscal years lo restoré he balance. Approprialion ffom unassigned General Fund

balance $dl requhe the appovd of üre Municipal Legidature and $all be only for Eecific
dish:rsements, sudr as onelime expenditures and capital asset purdtases, and not for ongoing

expendifures unless a viable plan designated to $sta¡n he expendifures is §multaneously adopied. The

Municipdity hasn't rnet its GASB 54 fund balance targets at June 30, 2015.

hioitizaüon of Rnd Bala¡rce Use

ln ciro.¡mstances where he payment is for a purpose that quantiües are available in multiple

dassifcaüons of funds balance, he order in wtrich resources will be used shall be as folbws: Reshicted

Fund Balance, followed by Committed Fund Balance, Assigned Fund Balance, and last but not least

Unassigned Fund Balance.

This space is intentbnaw left in blank.
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C) Conponants of Fund Balano
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2. SUMIIARY OF SIGNIFICA¡fi ACGOU]{fll,lG P0UCIES -conrnuati,r¡

E. lnterfundTransactions

lnterfund transactions are reflectd as loanq reimbursements or transfers. Loans are repoÍted as receivables and
payables as appropriate and ae ubject to eliminatjon upon consolidation. Reimbursements occur when one fund
inarrs a cost, charges the appropr¡ate benefiüng fund and reduces ¡ts related cosl as a re¡mbursement All other
interfund fansactions are treated as fansfers. The Municipality has the following types of bansacüons among
funds:

lntetfund Transfers - Legally required trasfers that are reported when incuned as transferein by he
recipienl fund and as hansfers-oul by the disbursing fund, wih receivables and payables pres€nted as
arnounls due to and due from other funds. Advances belween funds are dso presented as amounts due
to and due from ottret funds. However, hese advances, transfers, and relaled arnounts receivable and
payable are cons¡dered intemal balances and activilies that have bsen eliminated in the government-
úde financial §alements.
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2. SUIñIARY OF SIGNIFICANT ACCOUiflNG POIJC|ES -.&ünrdo¡t

lnt*Enfry Trusacüons - There are two types of inf+onüty transactiors: Firs[ üre flow of resources

between the primary govemrnent and ib coflponent units, and dmng úre oomponent units. This flow of

resources and he related outstandng bdances are réported as if trcy rvere external bansaclions.

Hourcver, flow of resoucos between tle pirTwy go\,emment and blended coñponent unib áe
classified as interfund activity, as described above. Second, he inba€flüty balances betrcen the

primay govemrnent and d¡scretely pressnbd mmponent units that are tantanotnt to long{em debt

financing. Ihe primary govemments liability is reported in úre §afanent of Net Pcr;itiut, the proce€ds in

the primary gwernments fundq and he asset in tlre discretely presented cqnponent unitd Sibtenent

ofl{ef Posifor. For tre fiscal year Úere are not inh&entity bansactions

F. Risk Flnancing

Under Act l',,1o. 63 of June 21, 2010, he Legidative Assembly of he Commonrr/€dh of Puerto Rico, authorized

t¡g mun¡c¡paliües to procure and m¿mage at heh oun discretior all insurance policies, induding those related to

healür plans been provided to he municipal employees. Ihe Municipality also obtains medical insjrance

corerage ftom one health insrance conpany for ib erployees. Difierent hedh coverage and premium options

are negioüated eadr yea by üre Municipali§. Prem¡ums are paid on a nnntrly basis direc[y to the in§¡rance

compary.

The Municipality carries mmmerdal inwrance to cover property and canalty, llefl, tort daims and oher losses

wif¡ private inslrance company. Also, principd offcials of the Municipality are covered under vaious srety
bonds. cost of instrance to he Municipality for he year ended June 30, 2015 amot¡nted to $428,250, paid in full

at lhe beginning of the fisd year. The cunent insirance policies have not been cancelled or teminated.

the Municipals caries insurance coverage for deaür and bodily injuries caused by he rnotor vehides accidents.

The insurance is obtained trrough tire Automobile Accidents Compensaüon Administation (,{qCA), a mmponent

unit of he Comrnonnealúr of Puerto Rico. This i¡srance is compulsory for all licensed vehides used on public

roads and highways in Puerto Rico. Tle annual prernium is $35 per licensed rnotor vehide, *4lich is paid directy

toMCA

The Municipality obtains workers compensation insurance though lte State ln$rarrce Fund Corporation (SIFC),

a mmponent unit of lhe Comnpnwealh of Puerto Rico. This insrance corers r¡orkers against injuries, d¡sability

or deatr because of work or employment related accidents, or because of illness s:t¡ffered as a mnsequence of

üreir enployment Cost of insurance allocated to the Municipality and deducted from the gross property tax

collections by úre MRCC for the year ended June 30, 2015 amounted to $217'l¿14.

The Municipality obtains unemployrEnt compensalion, nonoccupaüonal disability, and drivers' insrance

coverage loi its employees through various inurance pograms administered by Üre DepablEnt of Labor.and

Human Resources of he Commonwealh of Puerto Rico (DOLHR). fhese insurance programs cover workers

against unemployment and provide supplementary insrance coverage for temporary d¡sáility, or deatl because

rñrk or emplóyment-related accidents or non-ocoupaüonal d¡sabili§ and drivers' insurance premiums are paid to

DOLHR on a cost reimbursement basis.

Use of Estimates

The prepaatbn of the basic financ¡al statements in conformity with GAAP requkes management to make

esimates and as$¡mptions úrat affect üre reported amounts of assets ar¡d liabilities and disdos.res of conüngent

assets and liáiliües at tre date of üp basic ñnancial statements and the reported revenue and expenses during

the reporting period. Acfual res.llt could difier fom hoso estimates.
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2. SUMMARY OF SlGNlFlCArifI ACCOUlffll{G POUGES - comnuaoon

H. Reclassificaüons

Varirxs redassifications harre been made in tre accompanying b*lc fnancial statements wttictl afiect the

comparability with tre basic financid statements issred for previous fiscal years

l. Fufure Adoption of Accounting Pronouncements

The Covemmental Accrx¡nting Standards Board (GASB) isoed ürc following pronouncenents hal have effective

dates afier June 30, 2015:

GASB SlaleÍen¡ No. 72. Fair Value Measurenent and Applicalion. This SlateÍEnt address accounting and

fnancial reporting issues reláed to fair vafue msa§lrenlents. Tho deñnilion of fah valu€ ¡s ho price hat
uould be received to sell an asset or paid to transfer a liabil¡ty in an orde y lransaclion betv¡een market
participants at the rnea$rement date. This Statement providss guidance for determining a fair value

rneasurement for financid reporting purposes. lhis Statement also provides guidance for applying fair value

to certain investrnents and didosures related to all fair value msasuremsnls.

Fa¡r Value Measurement

Fair value is described as m exit price. Fair value nEasurenEnts a{srrne a transaction takes place ¡n a
governrents principal maket, or a governments most advanlageous market in he absence of a principal

maket. The fdr value also drould be ¡neasured assrming trhat generd naket participants urould act in their

economic best interest Fair value *¡ould not be adju§ed for bansaction msts.

Ihis Statement requires a government to use valuation techniques that are appropriate under he
circumstances and for lvhid¡ suficient data are ayailable to msasure fair value. The techniques should be

co¡sistent wilh one or more of the folloúng approaches: he market appoach, he cost approaá, or te
incone approadr. The market appoach uses prices and olher relevant informaüon generated by markel
transacüons involving identical or comparable assets, liabililies, or a group of assets and liabililies. The cost
approach reflects lhe anpunt that would be required to replaco ho pres€nt service capaci§ of an asset. The

inoomo approaoh converts fufure arpunts (slch as cash flows or income and expenses) to a single orent
(discounted) arnount. Valuatlon tedlniqües $ould be applied mn§stenfly, though a change may be

appropriate in certain circumstances. Valuation techniques maximize he use of relevant observable inputs
and minimlze the use of unobservable inputs.

This Statement establishes a hierarchy of inputs to valuation techniques used to reasuro fair value. That
hierarchy has üree levels, Level 'l inputs are quoted prices (unadjusted) in aclive markets for i,Centical

assets or liabilities. Level 2 inputs are inputs---otÉr lhan quoted prices---included úhin Level 1 thal are

observále for the asset or liability, eilher directy or ¡ndirecüy. Finally, Level 3 inpuls are unobservable

inputs, $16ü as managemenfs assumplion of lhe default rale anpng underlying mortgages of a rnortgage-
backed security.

Fair Value Application

Th¡s Statement generally requires investments to be nÉasured at fair value. An ¡nvestrrEnt is defined as a
security or oher asset that (a) a government holds primarily for the purpose of incorne or profit and (b) has a
present service capacity based solely on its ability to generate ca*r or to be sold to generate cash.

lnvesfnents not nemr.rred at fair value continue to indude, for examde, money ma*et ¡nveshnents, 2aTlike
external investrnent poolq inveslrnents in life in$rance contracts, comnlcn stock meeüng the criteria for
apply¡ng lhe equity mehod, unallocated insurance conlracts, and synhetic guaranteed ¡nvestnent contracts,

A government is permitted in certain circumstances to establish he fair value of an investnent that does nol
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hare a readif deteminable fdr vdue by using ürc net asset vdu€ per share (or its equ¡vdent) or he
investn€flt

This Statement requires rÉsuernent at acquisition vdue (an enty price) for donated c4itd asseb,

donated norfts of trt hislorical treaslres, and similar assets and capital assets re@lved in a servioe

concession anapernent These assets u,sre pre\rioury required to be measured at fair vdue.

Fair Value Disclosures

This Statemont requires disclosires to be made about fair value measuremenb, ürc level of falr value

hierarchy, ard vduation tec'hniques. GovemlrEnts should organize lhese disclosres by type of asset or

liability repoded at fair value. lt also requires additional disclosures regad¡ng investnents in certain enüties

hat calct¡late net asset vdue per share (or its equivalent).

The requkenrents of his Statemenl are effective for financial statements for periods beginning after June 1 §
Af 5 (FY 201t2016). Ealier applitxlion is encdlragd.

GASB Stabment ¡,1o. 73, Acúút,r¿ino a/d Fira,oía, Reporrino for Pers,ors ard Rehfed Ássefs lhaf Are Nof

wihin üe tuoe ú GASB ffitqnent 68, añ A¡neÑmqb b Min Provisbns of GASB §atqnenls llo.
67 aú 68. Ihe objeclive of úris Statenmt is to improve ü¡e usefulness of information about pensions

induded in üre general purpose extemal financid reports of state and locd govemments for making

decisions ad assessing accountability. This Stalenpnt resJlts from a comprdrcn§ve revisw of Úle

efrctiveness of existing dandards of accounling and financial reportirg for all postenploynrent benefits wiÜt

regard to poviding decision-useful informaüon, stpporling asses$nents of accountability and interperM

equíty, and creating additional fansparency.

this Siatement edaHishes requhements for defirEd benefit pensions lhat are not within he scope of

Staternent No. ú, Acca.nling and Financial Rquling for Pensbns, as well as for the assets accumulaled

for purposes of prodding those pensions. ln ddition, it establishes requiremenls for defined conúibution

persions that are not witrin tre scope of Statement 68. lt also amends certain prodsions of Statement t',|o.

67, Financial Repoding fu Pension Plans, and staternent 68 for pension plans and pensions hat are wihin

theh respeclive smpes.

The requir«rnnts of this Stalement extend the approadr to accounting and financial reporting establi$ed in

Statemeflt 68 to all pensionq wih modificaüons ¿¡s nocessary to reflect trat for accounting and financial

reporting pgrposes, any assels acomulated for pensions ttrat are provided ürrough pension Sans hat are

not adm¡nislered hrol4h trusts hat rneet lhe criteria Eecified in Staternent 68 Smuld not be mn§dered

pension plan assets, lt also requires üpt information similar to úrat required by Statement 68 bs induded in

notes to financid statements and required $pplementary informaüon by all sim¡larly sifuated employers and

nonemp@er mnbibuling entities.

This Statement also darifies úre application of oertain provisions of Statements No. 67 and 68 wih regard to

he following issues:

1. lnformaüon hat is roqu¡red to be presented as notes lo tfre 10-yea schedules of rEuired

s:pplementary ¡nformaüon about investrnent-related factors trat significanty affect fends in he
arnounts reporled

2, Accounüng and financial reporling for separateiy financed spec¡fic liab¡lities of individual employers and

nonemployer contributing enüües for defned benefit pensions
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3. Timing of emdoyer recognition of revenue for he $pport of nonemployer conkih¡üng entiües not in a

Eecial funding situaüon.

The requkements of ü¡is Statement hat address accounüng and financial reporling by employers ad
governnÉntal nonemploya mnúibuürg entilies for p€nsions hat are not wihin the smpe of Staterrcnt 68

are efiective for financial staternents for fiscd years beginnhg afler June 15, 2016, and Üe requirernents of

this Statement lhat address financial reporting for assets mrmulated for purposes of providing those

pensions are effective for fiscal years beginning afler June 1 5, 20 1 5. Ihe requirernents of this Staten€nt for

pension plans that are within üre scope of Statement l\lo. 67 or fo¡ pens¡ons that aro within tle scope of

Statercnt 68 are effeclive for ñscal years @inning afier June 15, 2015 (FY 20'l$2016). Earlier application

is encouraged.

GASB Stak¡rrcntNo.74. Financ¡al Repdiinq for PNtenpbvnent funefrt Plans Olher Than Pens¡on Phr,§.

Ihe objective of úris Statement is to inprove the usefulness of information about postemployment benefits

other lhan pensions (ohsr postemployment benefts o¡ OFEB) induded ¡n tf¡e gene{al purpose extemal

financial reports of state and local governnrntal OPEB plans for mak¡ng decisions and assessing

accountab¡lity. Tlis Staten¡snt resllts fiom a comprehensive review of the eflecliveness of exisüng standards

of accounting and financid reporting for all po§employment benefits (pensions ard OPEB) with regdd to

providing deoisionlseful informalion, supporling assssnpr¡ts of accountability and interperiod equity, and

creating additional tansparency.

Ihis Statenent replaces Stalemenls No. 43, Financial Rqorlíng for Pntqnpbynent Benefrt Plarc A Er
Than Pension Plans, as amended, and No. 57, OPEB Measrements by Apnt Enphyers and Agent

MuttipleÍmploya Plans. lt also includes requirenents for defined contibution OPEB plans hal replace the

requirenents for those OPEB dans in Slatement l'lr. 25, Finarrcial Repuling for Defrnd knefrt Pedon
Plans and Note Discbsur* for Defrned Contibttion P/ans, as amended, Staternent ¿13, and Statenrent I'lo.

50, Penslon Drsclbsures.

This Statemenl is effective for fiscalyears @inning after June 15,2016 (FY 20162un. Earlier applicaüon is

encouraged.

GASB SÍalerF¡nl No. 75. Awtntnq and Financial Repo ina for Postenr,bvnent Bendits ofrtü Than

Pensíons. T}e prinury objmtive of lh¡s Staternent is to inprove accounling and financial reporting by state

and local govemments for poslemployrnent benefits othor tran pensions (oher postemploynnnt benefits or

OPEB). lt also improves informafon provided by state and looal governmental employers about financial

upport for OPEB that is prov¡ded by ohe¡ entilies. This Slátement re&lts fom a mmprehensive review of

he effectiveness of existing standards of accountlng and fnancial reportlng for all postemployrnent benefits

(pensions and 0PEB) wih regard to providing decision+¡eful ¡nfomalion, stpporting assessrnents of

accountabili§ and interp€riod equ¡ty, and oealing additional tr¿nspaency.

lh¡s Slatement redaces the requirennnts of Statements No. 45, Accoun[ng and Financial Repo¡ling by
Employers for Postemployment funefrts Olher Than Penstbns, as amended, and No. 5/, OPEB

Measurements by Agent Enpbyers and Agent Mutlipb-Enploya Plans, for OPEB. Staternent No. 74,

Financial Rqorling for Postemploynent Be¡efrt Plans Otter Than Pension Plans, establishes new

acmunlirg and financial reporting requirements for OPEB plans.
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The scope of flis Staternent addresses accounüng and finarcid reporting for OPEB hat ¡s prork ed to Úle

enpbyees of date ad locd gwemmentd erployers. This StatefIpnt establi$es §andads for recognilng

ad nrasrdng lidilites, defefred ouüot¡vs of tesourcss, defe¡ed inflols of resouces, and

oxpense/expenditures. For defined benefit OFEB, his Shtsrnent ijentifies he mehods ad assumplions

hat ae reqüred to be used to p.oiect bensft paymonb, discount projected benefit pryrn€nts to bek
actuadal prsssnt value, and atfibute hat present valu€ to psrids of erploye€ service. Note disclosure and

required urpplenrentary infurmation requiremenls about defined benefit OPEB also are addressed.

ln addiüon, this Staternent detalls tE recognition and disdo$re requirements for employers wih payables to

defined benefit OPEB plaB hat are administsred hrough trusts hat npet he specified criteria and for

employas wtrose enrployees ae prwided with dsfined contribuüon OFEB. lhis Stabrnent also addressos

certain cirdmstances in whir*r a nonemptoyer enüty provides fnancial stpporl for OPEB of employees of

another enli§. ln his Staternent, disünctions are made regarding üle particular requirements depending upon

wheürer tre OFEB plans trrough wiridr úp beneñts are troviled are adr nislored hrough busts hat meet

the following criteria:

a. Conbibutions fom ernployers ard nonenfloyer ontibuting entities to he OPEB plan and eamings on

those conbibutions are inevocable.

b. OPEB plan sets are ded¡cated to providing OPEB to pldl menüers in accordmce wiü¡ he ben€fit

tenm.

c. OPEB plan assets are legdly protected fiom the creditors of enployers, nonemployer contrihlting

enütbs, the OPEB plan adm¡n¡strator, and he plan members.

This Statement is effective for fiscal years beginning afler June 15 ,nI (FY 2017-2018). Earlier application is

encouraged.

GASB Slalement No. 76. The Hierarchv oí Genqallv Acctr,ted Accatntino Principl* fu State and LoEal

Gc)l/ernnents. The objective of lhis Staten¡ent is to identi!-in the cofltext of the arnent governnnntal

financial reporling environment-üe hierardry of gen€rdly accepted accounling principles (GMP). The

'GAAP hierardlf comists of üre sources of accounling principles used to propare financ¡al statements of

state and locd govemnental entities ¡n conbrmity with GAAP and ü|e franret¡rork for selecting those

principles. This statement reduces he GAAP h¡srarchy to two categor¡es of autroritative c,,AAP and

ddresses the use of auhoritalive and nonauthoritative literature in úro event that the accounling iteatrnent

for a transaction or oher event is not specified wiülin a source of authoritative GAAP'

This Staternent supersedes Statement No. 55, The Hiaarclry ol Generally Aeepted Accatnling Pircipbs
for Sfate and LoÉl Govemnenfs. The requirements of his Statement ae efiectrve for financial statements

for periods beginning afrer June 15, 2015 (FY 201í2016), and should be applied retroactively. Earlier

application is permitted.

GASB Statement No. 77. Iax Abafe¡nenf Disclosures. Financial slatements prepared by state and local

gov8rnments in conformi§ with generally accepted accounting princifles provide ciüzens and taxpayers,

lsgislaüve and oversight bodies, municipal bond analysts, and others with information they need to evaluate

the financial healh of govemrnents, make deci§ons, and assess accountability. This information is intended,

arnong other things, to ass¡st lhese users of financid statements in assessing (1) whether a governments

cunentJear revenues u/ere sÍficient to pay for curont-year services (known as interpedod equity), (2)

whether a govemrnent complied wih financ+related legal and contractual obligations, (3) where a

govunnents fnancial resources come from and how it uses Úrem, and (4) a governments financial po§tion

and economic condiiion ard how hey have dtanged over tm€.
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Financid datenEnt users ne€d information abflt certdn limitations on a goremrnnts ability to reise

resot¡roes. This indudss limitations on rwenueraising capacity re*lting from govemment progfams hat use

tax abatements to inducs b€harior by indMduds and entities that is beneficial to 0r€ govemnEnt or its
citizens. Tax abatements ars údely usod by §ate and local govsmments, parliorlaly to encourage

economic dwelopnrnl For fnarial roporling purposoq h¡s Statemont dsfnss a lax áatement 6 re§llür§
fom al agreement beh,een a govemment a¡d an individual or enüty in which ths govemment promises to
forgo lax rwenuss and tp individud or enlity pomises to subsoqu€nüy tdre a specific action that

contibutes to economic development or oherwise benefits he govomrnent or its ciüzens.

Altro4h many governrnents ofisr tax abaterrEnts and proüde inforrnation to ún publb about hem, hey do
not always po/de lhe information nece.ssay to assess ho tax abatemsnts afisct tle¡r financid pos¡üon

ad re§.¡lts of op€ralbns, induding hdr *il¡ty to raise resources in ürc fuü¡re. Ihis Statement requires

d¡sclosure of tax abatemenl information áout (l) a reportirE go/ernnBnts own tax áalernent agreements

and (2) tnse that as €ntered into by oher go/emm€nts aú hat reduce tr reporting govemmonts tax
revenug§

Ihis Statemeil requires govemments that enter into tax abatement agreemonts to disdose the folloúng
informaüon áout the agreements:

. Brief descriptive infomation, §rdr as he tax being abated, tE aubhority und€r whifi tax abatements ae
provided, eligitility criteria, he rnedanism by which taxes are abated, provisions for recapturing áated
taxeq and tihe types of commitnents made by tax áatement reci¡ients

. the gross dollar amount of taxes abated during üE period

. Cornmitrnents mede by a govemmenl oúrer han to abale taxes, as part of a tax abatement agreenpnt

C'ovemrnents should organize those disclosures by maju tax abatement program and may disclose

information for individual tax abatement agreenEnts wih¡n those progr¿üns.

Tax abaturnnt agreennnts of otnr governments $puld be organized by the govemment tni entered into
the tax abatement agreemsnt and ths speciñc tax being abated. Govemnents may disclose informaüon for
individual tax abatement agreornents of oher govanments wihin úrc specific tax being abated. For úlose tax

abatenrcflt agreementq a reporting govemment should disdose:

. The narnes of tho govsmrn€nts hat sntered inlo the agreements

. The spec¡fic taxes being abated

. The gross dolla amcunt of taxss áated during f¡e period.

The requi emeíts of this Stat€ment are etrectve for f¡nancial statements for periods beginnirB after December 15, 20'15

IFY 2m6-n17l Eartier apdication is encouraged.

GASB Slalemenl No. 78. Pensions Providd tlra.toh Ceñain MultipáEnobvq Defrned knefrt Pensbn
Plans. The obieclíve of his Staternent ¡s to address a practice issue regading hs scope and ?plicabil¡ty of
Steten€nt No. 68, Accounüng and Financial Repoñing for Pensions. This issue is associated úth pensions

provided hroqh certain nultiple+nployer defined benefrt pens¡on plans and to state or local govemmental

employers whose orndoyoss ae proviied with such pon§ons. Prior to he issuance of this Statement, the
requirements of Staternent 68 applied to he financial statements of all state and local gwemrnental
erployers whose emp¡oyees are provided wih pensbns ürrough pension plans hat are administered

lhrough fusts that rneet the criteria in paagraph 4 of that Statement



hIIOiflIEALTH OF REñfO RICO ilorEs ro rHE BAsrc FtlAtlcql STATETE{ÍS

Aurolorcus lfirxE?Aury oF SAil [oRE{zo FoR T}E FscAL YEAR ENpEp ü¡{E 30,2015

2. SUMIvIARY OF SlGt{lFlCAt'lI ACCOUi¡nilG POUGES -cooüm.to¡

Ihis Statsm€nt nnsnds hs scope ild applicáility of Statoment 68 to exdude ponsions troüd€d to
eÍployees of state or locd govemmentd employsrs hrough a ccst-sharing mullid+€mployor d€finsd

bernfit pension plan hat ('l) is not a state or locd govemmattd pendon plan, (2) is used to pro/de defined

bfi€fit psn§ms boh to empbyess of stato ü locd gwemrlgntd srployers ad lo oeloyees of enploy€rs
hat are not state u local govemm€ntd employers, and (3) h6 no prodorninant stato or bcd go/€mnÉntal

enployer (eiúer individudly u colleclively witr ofter stats or local govemnnnlal enployers útat protide

pensims ürro€h üre pension plan). Ihis Statement edabli$os requksments for recognitbn and

rnea$rement of pendon axpense, expenditures, and liatiliües; note dsdos¡req and rEuired
supplementary infomation for pensions hat have the dtaracteridics described abore.

The requhsments of üris Statement are effective for fnarcíal statements for p€riods beginning añer

December 15, 2015 (FY 201C2014. Eadier application is encouraged.

GASB Staternent No. 79. Cerfain Erfer¡,al ,r,yestnenf Poob and Pool Parüc,ípanfs. This Statement

address accounüng and fnancial reporting for certain extemal investnent pools and pool palicipants.

Specifically, ¡t estebli$|es criteria for an sxternd invesfnent pool to qualiÍ for making tle election lo
meas¡re dl of its irwestrpnb at anorlized cost fur financid rsporting purposes An elemd ¡nvestnent pool

qudifies for trat reporlirE if it meets dl of he eplicabls crit€ria estáHi$€d in his StatenBn[ The specific

oiteria address (l) how tre sxtsmal invssfrmnt pool farcacb wiút paticipantq (2) rcquhenrnb for prúdio
maturi§, qudity, diversification, and liquidity; and (3) calolalion ad requirqrÉnts of a $adow price.

§lignificant noncompliance prevents he external investment pool fiom rnea$ring all of its irwest¡nenb at
amortized cod for financial reporting purposes. Profesfunal irdglrrnt is requ¡rsd to d€termine if instances of
noncomd¡ance wih he criteria estáli$ed by th¡s Statement during he reporting period, indivitludly or in

he aggregate, *ere dgnilcart

tf art sxtemd im/esfrent @l does not rnest úre criteria established by his Staternent hat pool dtould 4ply
he proüsions in paragraph 16 of Statement No. 3'1, Accarn¿ing and F¡narc¡al Repuling fw Min
/nyest erls atd for External lnve-c,tnent Poo§ as amended. lf an extomal ¡nvestnont pool mo€ts ho
criteria in this Staternent and meas.res all of its investnents at arnorlizsd cosl úr pool's pañicipants dso
$ould rFasJro hdr invesúnents ¡n hat extomd investnent pool at amrlized cod for financial reportirg
purpo.ses. lf an externd inveshnent pool does not npet he criteria in this StaterBnt, he pool's pelicipants

strould measure úEir hwestrnents In hat pool at fair value, as providsd ¡n paagraph I I of Statornnt No. 31,

as arnendsd.

This Staternent edablishes additinnal note disdo$re requirenrenls for qudifiing extemd investnent pools

lhat mea$re all of tlleir ¡nveshnents at amolized cost br ñnancid raporting purposes ard for goremmants

tirat participate in trose pools. Those disclo$res br both he qudifuing sxtsmal investrnent pools and heh
participanls indude informaüon about any limitations or resbiclions on participant withdrawals.

The requhements of th¡s Staternent are effective for reporting periods b€g¡nning aflsr June 15, Z)15, except

for certa¡n provisions on portfolio quality, qrstodial credit risk, and shadou¡ pricing. Those provisions are

efiective for reporting periods beginn¡ng aftsr Decsmber 15, 2015 (FY NÉnn. Ealier application is

encouraged.

GASB Staternont No. 80. 8,erdil,o Reouiremorfs fry Cerfa,,h Colroonenf Ur¡fs. This Statsnpnt sstablishes

an additional presentaüon of componsnt units. lhis Statement applies to all state and local govemments.

This Statement applies to component un¡ts that are organized as not-foraroft corporations in wh¡ctl h€
pr¡mary govemrnent is the sole corpoate msmber. Ihis Statemont does not apply to componsnt units

included in tre financial reporling entity pursuant to ttle prov¡sions of Statement No. §, Delunining Whetha
Ceñain Organialiots Are Conponent Ur¡{s. Ihis Statement amends Statemsnt No. 14, The Financial

Reporling EnW, parugraph 53, and ,rnp,em entalion Guide No. 2015- r, Quesüon 4.30.1.
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A mrpon€nt unit dpuld be induded in úre repot'ling sntity financ¡d statements u§ng he blerding rnettod if

he ffinponent unit is orgaÍzed as a not-br-profil mrporatbn in whidr the primay govemment is flrc sola

corporate member, as identified in tre componant unifs artides of incorpo'ation or bylajv§, and he
conponent unit is induded in ü¡e finarcial repo'ting entity pur$ant to he provision is paryaphs 21-37 of

Statement 14, as anEnded.

The requirements of his Statsrnent are effeclive for reporting periods beginning afre¡ June 15, 2015 (FY

201*2016). Earlier applicaüon is encaraged.

The Municipality has not yet determinsd lhe efrect these statements will have on the Municipditys bas¡c

financial statements.

CASH AND INVESTMENÍS

Casll i¡ Ba¿ks

Municipality's cash and ¡nvestrnents at June 30, 2015 ¡e conposed of ('l) demand deposits in commercid banks, (2)

demand deposits in tre Govemmenl Developmont Bank of Puerto Rico (GDB, fiscal agent), and (3) ca$ equivalents

in mmmercial banks. CaSr equivalents of $7.3 millk» are deposits in commercid bank accounts and interest bearing

accounts in GDB, aM are recorded al cost rúiú @proimate§ fair vdué.

Puerto Rim lars authorize governmental entilies to invest in direct obligalions or obl¡gations guaranteed by the

federal govemment or he Comnpnu¡edür of Puerto Rico (Sfafemenf of Unifonn lnvñnent GuiMines fu he
Municipñies ú he Connonwealth of Arcño Rbo, isued by the GDB as promulgated by Act No. 113 of August 3,

1995). The Municipality is also allowed to invest in bank acceptances, other bank obligaüons and certifcates of

deposit in financial institutions auhorized to do business under tlre federal and Comfrbnwealth laws. During he year,

he Municipality invested its funds in ¡nterest bearing bank accoun§ and certificates of depsil

'lhe 
Municipality follows ttre practice of pooling ca$. At June 30, 2015, the ca$r re maintained in mmmercial banks

with a balanca of $2000,'121 of whictt $3'15,917 in the C€neral Fund, $345,046 in the Water Park Fund, and

$1,429,158 in Olher Govemmental Funds. llE balance in caSl account is available to nreel orent operating

requhemenls and any unresfided excess, if any, is generally invested in certificates of deposit wilh commelcial

banks. Any deficiency in the ca$ account is assur¡ed by he general fund and mve¡ed hrough future budgetary

appropriation.

Under he larvs and regulations of he covemment public funds deposiled by he Municipalily in commercial banks

must be fully collateralized for lhe amounts deposited in excess of the Federd Depos¡t lnsurance Corporation (FDIC)

coverage. All securities pledged as collateral are held by agents designated by he Governmenfs Secretary of he
Treasury, but not in he Municipality's name.

Cash úh fiscal agent ¡n the debt service fund consists principally of property tax collections amountjng to $3,851,660

hat are restricted for the páyment of lhe Municipalitt's debt service, 6 requhed by law. Casi with Fiscal Agent of

$2,126 in he General Fund, $3,486,006 in Úre Debt Service Fund, and $1,732,098 in oher govemmental funds

consist principally of unspent proceeds of bonds that are resticted for the acquisition, coñstrucüon or ¡mprovernent of

mdor cap¡tal assets and operalional purposes. The anpunts deposit in GDB is maintained irr ¡nterest bearing

accounts and is not collateraiized.

Municipalily follows the provisions of GASB Accounting Standards Codificaüon Section G20, Cash Deposit with

Financial lnstt'fulions, related with caSr deposit and interest-earning inveslmer¡l contract with fnancial institutions.
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3. CAS¡{ AND INVESTMENTS - coom¡mon

Accordingly, the folloiving is essenüd inbrmation about credit risk, interest rale risk, c stodid credit risk, and foreign

exdunge exposlre of depodts dd investnonts of he Municipalily at Juns 30, 2015:

Credil Rtsk

This is the rísk ü¡at an isster or oher counterparty to an investnent will not fulfll ib obligations. At June 30, 20í 5, he
MuniÍpality has invested only in ca$ in banks of $2.1 million wtrid are insured by he FDIC, generdly up to a

maximlm of $250,000. As preüou§y menlioned, public tunds deposited by üle Municipdity in corñErc¡d banks must

be fully collaterdized for he anrounts depo§ted in excess of the FDC coverage. l,lo irwestnents in d€bt of equity

seq¡rities lrcre made dr.ring ttre Fiscal Year ended June 30, 2015. Therefors, he Municipditt's managefitsnt has

conduded ürat he credit dsk related to any possible loss related to defa.rlts by mmmercid baks on ür Muniipdit/s
deposits is considered low at Juns 30, 20 1 5

Custodial Cdil RIsk

Ih¡s is the risk tha! in tc event of he failure of a depository fnarrcial institulion, Úr Municipality will not be able to

recover its ca$l and ¡nvestne{is or will not be able to recover collaterd seanrilies hat are in Úp possesdon of *t
outside party. Pur$ant to üre lnvesfnent Guidelines for tle Goremment adopted by GDB, he Municipdity may

invest in obligaüons of the Crcvunmen! obligalions of he Unitsd Slates, cerlificates of deposit, comnercial paper,

banke/s reptancs, a in pools of obligalions of the municipaliües of Puerto Rho, wh¡ú are manag€d by GDB. At

June 30, 2015 he Municipality has Mances dep«{ted in cornBrcial banks amounting to S2.1 million whi* are

insured by üre FDIC up to he eúablished limit and tÉ excsss ae fully collateralized as expldned above. Deposits in

GDB, annunting to §220,230 are uninsured and uncollateralized. However, no bssss related to defa:lts by GDB m
depost úansaclions hare been ino.lned by the Municipal¡ty throJgh June 30, 2015. lt is m agsrnents poliry to only

mainlain deposits in banks afiliated to FDIC to minimize tre o¡stodid oedit risk, excepl for GDB. During Úls past

yeas, he GDBs liquiriity and fnarcid condiüon was adversely affected by, anong other factors, a significant

inc¡ease in oedit spread for obligations of tp Commonrwdtr and its puHic entitieq he Commonwealh's limited

capital market access, and signifcant reduction of liquidi§ in tle local Puerto Rico capital markat. Accordingly, trc
GDBs oedit rating was doumgraded and maintained in Credit Watdr' with negative implications. These factors have

res¡lted in significant fiscd and fnancid dldlenges in treir ability to generate ufident funds from taxos, úar$s,
and/or bond issuances. Therefore, he Municipal¡ty's management has concluded that at June 30,2015, hs flstodial

credit risk associated witr the Municipdity's cash and cash quivalents is consklersd low in commercial banks, but for

GDB ifs considered high.

,rrúercs, Rare R:ek

T}is is lhe risk that úanges in interest rates of debt inveslments will adversely afiect he fah value of an irwestmsnt,

Ihe Municipality manages its expo$re lo dedines in fair values by: (1) not including debt or EU¡ty investrrcnts in its

inveshnents porffolio at June 30, 2015, (2) linúüng the rveighted avsrags matJrity of its ¡nvesfnents in certificates of

deposit to periods of hree months or less, and (3) keeping nnst of its banks deposits and cefificates of deposit in

interest bearing munts gsnerating intorost at prevailing markel rates. Therefore, at June 30,20'15, tho interest risk

associated wih the Munioipality's ca*r and cash equivalent is considered low.

Foreign brchange Risk

This ¡s the risk thal changes in exchange rates will adversely affect he value of an invesfnent or a deposit. Accord¡ng

to lhe aforementioned invosÍnent guidelines, adopted by the Municipality, the Municipality is prevented from invesling

in foreign securities or any other typ€s of investnrents for which foreign exúange risk exposure may be significant.

Accordlngly, managernent has concluded úrat he foreign exchange risk related to ths Mun¡cipa¡¡ty's deposits is

oonsidered low at June 30, 201 5.
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DUE FROM GOVERNMENIAL UMTS

The due from govunnrental units for the fisoal year erded June 30, 2015 conesponds to $46,688 tom Rlerto Rico

Tre6try Department for the Chrisfnas Bonus reported in the General Fund, and $224155 fom special laws a¡d

oürers reported in lhe Other GovemnEntal Funds.

ACCOUNTS RECBVABLE - FEDERAL GRANTS

The due from federd grants of he Other Go/ernrnentd Funds for the fiscal year ended June 30, 2015 correqonds to

$339,562 fiom tre Community Development Block Oant/States Program (SBGP) (hrough the Office of he
Commissioner of Municipal Affai§, $'112,543 from lhe Child and Adult Care Food Program (through tte Puerto Rico

Deparhrnnt of Educatbn).

UNEARNED REVENUES

Government-úde §latanent of Net Position does not report defenú inllows of resanrc*, but report uneamed

revenues for resouces receive before it has a legal claim to hem. Ciovernmental funds Balance Sheef report

uneamed rercnrcsin connection with cash colbcted for revenues that are not mnside¡ed to be available to liquidate

liabilities of he curent period as follows:

Governrpntal Funds:

Volume of Business Taxes

Tohl Uneamed Revenuos

$ 2,973,977

$ 2,973,977

7. DEFERRED OÚTFLOWS 
' 

INFLOWS OF RESOURCES

Pursuant to GASB Stater¡ent No. 63, Financial Repuling of Defqred Oufro*s of Rer,atcrr, Defenel lnflows of
Resources, and Net Puilion, and GASB Statement No. 65, ftans Previously Reporfed as Assefs and Üab¡l¡fies, he
Municipality recognized defened ouúows of resources in the govemrnenlwjde and fund statements. These items are

a con$¡mption of net po§lion by the Municipality úrat is apflicable to a future reporting period. Previous financial

reporting standards do not includs gu¡dance for reporling those inancial slatement elements, whiú are distinct from

assets and llabilities. The l\¡unicipalíty has one item that are reportable on the Covernment-wide Statement of Net

Position that is relates to outflows from changes in the net pension liability (Note 16).

Under the modified accrual basis of accounting, it is not enough that revenue is eamed; it must also be ava¡lable to

finance sxpe¡ditures of the cunent period. Governnpntal funds Balance Sheef repo¡l defend infuws of resources in

connection witr receivables for revenues hat are not considered to be available to liquidate liabilities of the current

period (unavailable). Govemmental funds also defer revenue rec$gnition in connection wih resources that have been

received, but not yel eamed. At the end of the cunent fiscal year, he various components of defetred inflows of
resources reported ¡n üre basic financial statements were as follows:

Gove¡nnrntal Activities:
DeÉred ouüom d Resouces

Conrih¡fons b ERS g-]4q85,
Oebned hiovs of Resources

thamorÍzed hvestnent in ERS $ 143,9'19

Gove¡nmental Funds:

Christn as Bonus - Commont¡ealf: $ 46,688

Federal Granb:

SBGP

Tobl Defened hÍorc of Resources

326,994

$ 373,682
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8. IIÚTERFUND RECEIVABLE PAYABLES AND TMNSFERS

A lnterfund Receivable and Payable Balances

Due lo/from Oflrcr Funds at Jun€ 30, 201 5 are §.¡mmarized as follows:

INIERFUID II,ITERFUI{D

RECEIVABLE PAYABLE AMOUI{T

General Fund Oher Fund 1,455,984

Tobl $ 1,455,984

B. Interfund Transfers

Transfers are indicative of funding for capital projects or debt service, and subs¡dies of vadous operaüons.

INTERFUND TRA},ISFERSWTH¡N THE GOVERNM EI{TAL FUNDS

SOURCES

General Fund

Debt Service Fund

Debt Service Fund

Wabr Park

Oher Govemmenhl Funds

TRANSFER TO

Mtservice Fund

General Fund

Wabr Park

Oher Go\rernmenbl Furds

General Fund

Tobl

AMOUNT ruRFOSE

$ 309,534 Equiv Tran$er

209,421 Debt l%ymenb

594,518 Debt Paymenb

209,316 Debt Paymenb

47,957 ful ¿trf¡i¡g ftsqüi¡grng¡g

$ 1,370,746

7. DUETOOTHERGOVERNMEMALUNITS

As of June 30, 2015, balance due to otrcr govemnentd units of úp General Fund for services rerdered to Íre
Municipality ($156,0,10) co¡rsists of Water and Sewer Authority ($65,752), and Employees' Retirem€nt Sy§em of lhe
Govemnrent of the Comronwealth of Puerto Rico ($90,288),

This space is intentionally leñ in blank
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8. CABTALASSEÍS

Capital Assets activities for the fiscal year ended June 30, 2015 was as fdhws

DESCroPTloN

BALAl,ICE

JULY 1,

2014 INCREASE

BALANCE

JUI|E 30,

DECREASE 2015

Non-Depr€ciable Cap¡hl Asse§:

Land

Constucion in Progress

Tohl Non-Deprec¡able Cap¡ts| Asseb

Deprec¡able Capihl Asse§:

BuiHings ánd Bu¡ldings Impmvemenb

Madinery and Equhmenl

M obr Veh¡chs

lnfastucture

Tohl D€prechble Cafibl A$eb

Less Accumulabd Deprecia¡on:

Build¡ngs and Buildngs Inprovemenb

Machinery and Eqlipment

Mobr Vehicles

lnfasÍucbre

Tobl Arcum ulated Deprec¡alion

Tobl Depreciable Capib¡ Asseb (Neq

CAPIÍAL ASSETS, NTT

27,838,614 2,365.957

$ 17,088,075 $

10,750,539

277,135 $

2.0ffi,822

$ 17,365,210

12,839,361

30,204,571

»,792,732
2,806,813

6,654,184

10,856,98't

397,300

247 ,781

73,4ñ
24,900

23,190,032

3.054,594

6,727,634

10.881.881

43 110,710 743,431 ,t3,85t1, I 41

(6,906,523)

(2,398,356)

(3,980,362)

{2,108,2971

(15,393,538)

27 ,717 ,172

$ 55,555,786

(578,'r 93)

(267,3021

(736,156)

(317,544)

(7,484,716\

(2,665,658)

(4,716,518)

(2,425,8r'.1)

(17,292,7331

26,56'1,408

$ 56,765,97e

(1,899,195)

(1,155,764)

$ 1,210,r93

Depreciation expenses were charged to govemnental functiondprograms as follows:

AMOUNT

GeneralGovemment $ 683,711

Publ¡c Satuty 227 ,903

Publc Works and Transporbton 474,795

Culture and Recroaton 151,936

Human Services 246,895

Uóan Development 113,955

Tohl Depreciaüon Epenses $ 1,899,195
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9. }¡ONCURREI¡T UABILMES

A General Obligaüons Bonds and Speclal Obligalions Bonds

I}e principd long{erm obligatbns ofho Munic¡pality are greneral obligation bonds and special obligation bolds
iss¡ed to finance he constuclion and impro/erents of public faciliües and purchase of madinery atd
equipnnnt The Municipality's obligations longFtsm dsbt retircments are appropriated and pa¡d fom rosources

accumulaled in the Debt Servbe Fund (See Note l0).

Tle follorving is a wmmary of general and Eecial obligalim bonds of üE Munlclpallty as of June 30, 201 5:

Type of Obl¡gaton and Purpose

cetlerai Obl¡gat¡on Bon&:

Pfoperty TaE lncollE:

Ge0eralConstuction

GerieralCmstucf¡on

Gena-alCollsüuct¡on

Gercral Cofl*uclion

Ge¡eral Consiuclion

ceneml Cos¡üclion

GerEral cqtstuclion

Operali»d R rpo68

Gersal Coll*uction

RrclEse ofEqubment

Gers"¿lcon*uclion

Puche of PrA€rty

Operalionalfurpo6e

OperatoflalPurpose

Purchase ofTruck

fohl GGneral Obligalionr Bond!

Special Obl¡gation Bon&:

GeneralRevenue3:

Opefalional Purpose

Seclion 1(B (HUD):

Generd Constuclior

lsue Original

Dab Boroving
I*ürity lnt€re3l Balance

Dal Raie Amoünl

1996 I t5,m0
1997 1,525,m0

m$ 4.025.000

200,t 'l ,$0,000

2005 2,015,000

m09 ¿795.m0

20@ 2,r$,m0
m09 1,486,m0

m10 2,235,m0

x11 2,295,m0

mQ 135,m0

m12 $5,m0
2012 1 ,940,m0

m13 r,820,m0

m1l n5,N0

2015 1.87%h62WA 3 60,m0

2021 4.87%b 6.560/6 745,000

2ú27 436%b5.0 2,830,m0

2030 4.17%b5.04!% 1,205.000

2@ 3.27%b 4.80% 840,000

203 1.53%b6.0$i6 ¿$0.m0
2033 1.53%b6.m% r,925,mo

2019 {.75%b6.OeÁ 726,m0

20u 5.00%b 6.5096 ¿015.000

20,t7 6.00%b7.50% t,130,m0

2036 6.00%b7.50% 120,m0

2036 6.00%b 6.$% 415,000

2036 6.00%b 6.$% 1,835,000

2037 6.m%b6.50% 1,750,000

20m 6.00%b6.50% 200,000

r8,326,m0

MM 1.915,m0 2024 1.53%b7.00% 1,095,000

6,m0,000 4.96%b517% {,588,00020m

m
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9. NOI{CURRENI UAELITIES - co¡¡nr¡¡tm

Variále interest rates on bonds ars rsvistrcd peridildy by GDB and ro bassd on t\e fluctration of GDB's

ueighted average rate for ¡ts cor nercid paper progran. Under h¡s program, GDB ¡ssjes cornmerc¡al peer: (l)
in he taxa e ad tax€xempt markeb of the USA and (2) to corporatims haring tax exarpüons under the

Puerto Rin lndushial lncentives Acts md, sñi*l quafiry br benefits provftled by ürc fornrr Section 936 of he
US lnternd Revenue Code.

&biüage Rebate Requirement

According to Sections 103 and 1,E hrough 150 of the US lnternal Revsnue Code and Sectbns 1.1,18 ttrough

f.150 of úre US Treasury Regulaüon, the Municipality's lax€xempt bonds ars objec't to he arbihage rebate

rsquirements. At June 30, 20'15, úrc Municipality had no federal arbibage liability m bonds since interest inmnp
gamed fom he invesfnont of unspent bond proceeds uere made in bank depocits hat generate yields lower

than the rates 4plicable to hs dobt service payments.

Legal Debt Limit and Legal Debt Margin

On March 9, 2ü)9, the Commnvredb of Puerto Rico approves Law Nurnber 7 hat prot ljes for revision of he
valuation of p¡operty sr¡biert to taxation and imposes special property taxes for tp Conrnonurcalh. The

Munlipality debt limits are 10% of valuatiofl of property $biect to taxation, plus ha bdance of t¡e special ad

vdorem taxos in ho Debt Service Fund. ln addilion, before any new bonds ae issrpd, üp rwenues of üp Debt

Service Fund Srould be s,rfficient to covsr he pro¡ected dsbl sorvico requkoment Additiond legd debt margin

was determine for he is§lance of úrc special obligaüons bonds hal are paid üro4h retenüon made by the

MRCC fom monúrly advance of annual property tax and subsídy send to he Mun¡cipality.

Net Pension Liability

Ihe Municipality implemented of the GASB No. 68 hat represent a dlange in accounting principle and will

require recognition of a on+time prior period adju§ment to restate the boginning net posiüon wih a the

recognitbn of a net pension liability. The total prior period a{usÍrnnt on he govemment-wide basis ¡s eslimated

to be $16,483,085 for governrnental activities. As of June 30, 2015 the amount of net pension liability amounted

to $17,984,401 for he proportional $are in th6 cost-$laring mulli+mployers pension dan (see l'¡ote 16).

Typaof Obligáion atd turpose

Sdes dtbeTei
G€nerd C(r|stuc¡on

R rch6eof Eflipnent

Generd CüsfrJc¡on

Gene'd C(Irstlrcbn

ArrDhase orEeiFnert

MCústuc6on
Operalmd furp@e

§¡btotal

Totál $ec¡d Obligriorc Bonds

Told General and $edal Obl¡odion Bondg

ls.q¡o

Dats

a08
m1I
m11

n11
m12

mp
rl3

Or¡g¡nd

Bono ing

1,175,000

172,000

474,000

3,015,000

zt1ñ
410,(m

1,'t95,m0

t4árlty lnt€rBt

Dato Rat€

M. 153%b6¡O%

2017 6.m%b6.50%

m17 6.@%b6506

2ts5 6.O%b70096

2016 6.m%b7009ú

2018 6.m96b75eÁ

mt 6.m%b750¿

8alarce

Amount

r,(b0,m0

87,000

231,m0

¿825,m0

171,000

260,m0

1,150,m0

5.787.0m

I t,170,m0

$ 29,79qm0
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9. T{ONCURRENÍ llABlLlTlES - co¡r¡ruuon

D. Other Long-Term Debts

Following ars hs oüler noncurent liabil¡ties as of June 30, 201 5 ad coresponding dlaEe during hs fiscal yea:

BALA}¡CE

JUIYI,
ñ14

$ 534,460 $
m,5't8
2m,8m

1,96'2.500

1,685,413

RENREHET{TS BAI.AI{CT ATOI,M§ AIq'ITS
.T'IG$, IX'EWIIHN U,EAFTER

ISSUES ADTI$T E]{T zD15 OIG YEAR NEfi YTARDESCRPTION

Lafl Number 42 - MRCC

LarY l,tumber 146 - MRC0

Christnas Bonus

oonsolidabd W6b Servbes, erp
oompensabd Absences

TOTAL

-$

$3n

(16,087) S 518,3R $ 17,@8 $ 501,275

112,416) 21',t,1s2

(203,800) 93,377

(120,000) r,842,5ü)

12416 198,686

$3n
120,000 1:t2w

3S,137 (238,7m) 1,809,850 1.4§142 353,708

$ 4.6@.@1 $ 186,514 $ (19r,06) $ 4,505202 $ 1,729,003 $ 2,26,169

fut¡owit g fron IIRCC

On July 1, 20ü, úre Municipality entered ¡nto a repayment agreernent wiüt he GDB rld MR@ to repay Ún

uncollectible property tax sde auhorized by th€ snactsd Law Numb€r 42. The total arnofit of debt is $663,4t1 lo

be paid during 30 yaars plus annual intered of6.1875%.

On July 1, 2007, tire Municipal¡ty entered into a repayment agreernent witt he GDB ad MRCC to rspay he
unmllectibls property tax sale auürorized by he snacted Laú Number 1,16. The total amount of debt is $3í0,¿142

to be paid durirg 25 years plus annual intsrest of 6.22%.

Clrístnas Bonus

This amolnt represents tte estimated accri¡ed Christnas bonus aocumulated as of June f), 20'15 atd payroll

related bonefits, representing the beneft to employees to be paid during he first week of Decernber z)15.

Consofidated Waste Services, Corp.

On August 29, 2014 the Munitipality entered into a repayment agreernent wih Consolidated Wa§s ServiBs,

Corp. to pay he total amount of debt rslated to solid waste disposal as per mutud tansaction. The total amount

of debt is $1,962,500 to be paid during 30 months by monhly payment of $10,000. lhe agreernent provid€ for

special dismunt if paid in tull before 12 monhs ($262,500) or before 30 r¡nnhs ($131,250).

Compensafed Aásences

This amount repesents he estimated accrued vacation bsnefits, accrued sick leave benefits and payroll related

benefits, represenfng the Muniipality's commitrnont to fund such costs from fufure operations,

Folloúng are the Other Long-Term Debts:
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9. NONCURREM IJABIUTIES - co¡tn¡*o¡

E Changes ln General LongTerm fhbts

The following is a s¡.lrrnay of dw6es ¡n long-torm dobts for üE yea ended June f), 2015

F. Debt ComPiarce

There ae a rx¡nüer of ünútations and resfbtbns contained in the vaious bond indenfures. Tho Municipality

belisves it is in comdiarce witr all significant lim¡tations ald resfrictions.

The annual requirements to amortize úre general longterm debts outstanding as of June 30, 2015 are as follows:

Thk space is intentiona\ left ¡n blank.

DESCilPNON

Generd Ob¡galon ffi
Sp«i¡lGlbalon Bonds

NetPensbn Lbbm|

Otrcr óIgbns

TOTA

BAtAilCE

JULY 1,

m14

$ 19§11,000

12,203,000

RENREilEIÍTS BALA{CE AilIOI'NIT¡ AilOU¡fl§

I{EW A¡{D JUNEí}, DUEWIHI}I OUEAFIER

ISSUES ÁDJUSII'EiT M15 ONEYEAR NEXTYEAR

$ (1,185,000) $ 18,326,000 $ 1275,m0 $ 17,051,000

(733,000) 1r,170,000 1,116,m0 10,354,000

17,104,046 1,693,356 (8r3,001) 17,984,,01 - 17,984,¡101

46ffi,691 486,514 (591,003) 4,505,202 1,72e,m 2,n6,1Ñ

¡5t1n.7rr 3 2179.870 ¡ ($2am{ ¡5¿45,603 I 4120,03 348,155,110

Gcner¡ Obl¡glior Bü¡ds SP.c¡C Ouhdon Boñ& OüEr tlollclrotloH¡fiotrs

YEAR E¡U}IG PRII,¡CIPAL I ÍNE¡T PRIi{OPAL N¡TMBT PB}ICPAT NfREiT
T.r{E I, PAYIE f PAYEIT PAYM{T PAYTEfi PAYf,EfI PAYEIT PEIIOPAL II{TBEST

s,s $ 1.fi6.m § ü6,,130 $ l.7r9.m $ 37,10 5 d1A.@ $ 1,60.1§

sí.616 i88,m m.ü 2,§.Nt 5,713 d191,79 1,m,1r
2016 § r,2nm $

ñ17 l,m,m
aú r.36.m
ú19 r.6l.m
M S.m

M-M 3,m.m
Mñt 4ffi,m
2@-m lffi,m
ñta4 7t0,m

Un&¡niÉd

TOTAL

s,N. 2&m 1,6,m
3q75t 1.@W 1,3{/.66

g/'t.516 &qm $qs 31.m

&G ra.m q519 3¿9{3

i5q([6 6E m
qls,sl 3,m,m'r,s.56 ?fis.m
n4. r.6§m
d),63 qm

€,807 U,nl 31,15 1' zu 1.258.S

r,m,7fi 1ca,5B ra6s 7,4§ 5,61.9S

s7.171 210,51 74W 6.1r.3r q6.58
521,95 f5.562 'l'1.510 5,16,562 1.lr/,S
3¿0 1.2ñ.m s¿sa

- 11s1.101 - l¿s1.ol

TOTAL ¡ l8,3Aqú § rqí46u' $ ll,cqm ¡ qGtÚ ¡ 24x0,m 5 385,rs ¡ 52'2É'66 ¡ 10,¡840
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IO. DESÍRENREMENT

Rgvsnuos of the d€bt service fund consisb of tre a&vdorern property taxes wiriú ae recognized as rarerue wtren

collected tom taxpayers and reporled by he MR@ of úre Conrnontwalh of Puerto Rico to he Munidpali§ (See

Nob I l).

Ihese pmperty taxes are acatrn¡lated by ún MRCC in costs of fre general obligati:ns bonds isued by he
Munidpdity (See I',lote g). Payments ars mad€ to tle GDB fom slch accumulated funds by Úp MRCC.

As per Act Number 18 of 2014 w6 created he 'Law of Municipal Administation Fund (MAD' to edabli$ a speoid

fund cdled ürc Municipd Adrninisbalion, authorize municipdilies to pledge üte funds depodted in Úte Locd

Govemrnent Fund to which they ae to secüre the repayment of any ban, bond, note or oúpr etddence of

indebtednesq wtrir:h are úrc source of repaymont furds depG¡ted in he Spedd Fund a¡d to rneet any sxpendü,re

budget of the municipdity and tre mJniipdity ary activity or proiect, authorize the Govemncnt Dwelopment Bank

for Puerto Rico to make d¡sbursernents br purposes set oI in his Act

Tlis rneffiire is intended, fird, to strenghen tre ñnancial capacity of tre Corporation Tax Fund of Puerto Ri:o
(COFIM by Spani*r acronyms), established under Larrr No. 91-2006, as arnended, knovm as he 'La¡v Fund of

Sales and Usage Taxés', adjusüng üre sales and usage taxes (SUT) by incresing he state po¡tion to 6.0% while ú¡e

r niipd SUT is reduced to 1 .0%, effective February I , 201 4.

llrough his leg¡§ation a mechanism under wtri«*r tre SUT colleclkns entited to receive the Comrnomvedh of

Puerto Rioo eah fiscd year, añer corplying wih üre deposits in llre Tax Fund requirss by Act l¡o. 91-2006, $all be

deposited in a Eecid fund created for he benefit of, and asigned to úre m.rnicipalities. This special fur¡d ¡s cdled tte
'Locd Gorernment Fund' CLGF'), wtridr will be guarded by tle C'ovemnent Development Bank of Puerto Rim.

Also, on Februry l, 20'14 was enacted üre Act No. l9 hat creates he Municipal Finauing Cotpo'ation (COFIM, by

Spanish aoonyms). Ihs COFIM, atldred to t\e Govemrpnt Development Baft (GDB), wih he porver to is$e
bonds or use oher rnedlanisrns lo pay or refinance debt ino.¡ned by municipalities, he payment of príncipal and

intered is backed by the municipal SUT.

tn addilion, create the Redenpüon Fund of COF|M, to which tre rcsourcss of he existing Municipal Fund Redemption

will be tranSened efiective February l, 2014, and facilitated lhe dislribulion offunds from he Municipal Redemption

Fund, the Municipal Developnnnt Fund and he Munidpd lmproveÍrent Fund. Pro/des that the first proceeds of the

municipal SUT of 1% $dl be collected by he Treasrry Departnent and deposited d¡recty into ün Rederption Fund

of COFIM. Provides hat bonds and notes issued by úre COFIM be payable and seorred by he dedgs of a fxod

arnoun! or municipd SUT conespording to a fxed rate of 0.3% has been collected during he pevious fiscd year,

wtrkfieva is greater.

11. PROPERWTA(ES

the Municipality is auhorized by Act lrlo. 81 to impose ard mllect property taxes from any natural or legal person

that, al January 1E of eactl calendar year: (1) is engaged in trade or business and is the owrcr of personal u real

property used ¡n trade or bus¡ness, or (2) ovars residential real property wiür a value in excess of $15,000 (at l95/
market fice). Ite MRCC is responside for ü¡e assessrnent of all real and porsonal property located wihin tho

Municipality and for the levy, administration and collection of úre conesponding tax contribuüon. Real poperty taxes

are assessed by trc MRCC as JanuaqI d of each yea.

The personal property tax is self-assessed by úre laxpayer on a retum, whi*l is to be filed and paid in full by May 15

of eadl year with tre MRCC and based on current values as of December 31 of previous year. Real property tax is

assessed by the MRCC on each ¡iece of real ostate and on eadl buildirg or residence. Ihe property tax contribution

is levied each yea over the appraised vdue of he real property at úrc beginning of he calendar year. Ihe rsal

property assessrent is based on lhe ct¡nent value existing in heyear 1957.

ot
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11. PROPERTY TAXES - co¡lindo.¡

The MRCC is resporsible for hs billing of real property taxes and collections of boh, personal ald red prop€rty taxes

on bdtdf of dl úre nr.rnirÍpalities of Pusrb R¡co. Prlor b the @inning of eadr fscd yoar, ülo MRCC hfums üp
Mun¡cipality of t're eslimated amount of property taxes expected to b€ collect€d for he en$¡ng fscd year.

Throughout the year, lhe MRCC advances funds to the Municipality based on lhe initial estimated collections The

MRCC is required by la , to prspare a seflement stal€nEnt on a fiscal year basis, wheleby a coflpaisor¡ is made

belween he amounis advarrced to the Munldpality ard amounts actually oollected from taxpayer§. This ssüernent

has to be completed on a preliminary basis nol later tran hree nnnús afrer fiscd year+nd, and a fnal setrernent

made not latBr han six months afler year+nd. lf üre MRCC remits to the Municipd¡ty troporty taxes advances, wttidt

are less han tre tax actually collected, a receivable from the MRCC is recorded at Juns 30. However, if adva¡ces

exceed tre anount mtrdly collected, a bonowing tom MRCC is recorded at June 30. The difierence betv,E€n he

advances and ú¡e final seüernent from MRCC for he fscd year 201 5 re$lted in a receivable of $35,831 for he Dsbt

Service Fund. At tre time of tre prepration of lhe financid statement, he difierencs b€t¡een he advances ¿nd tle
find setdement to tfre C'enerd Fund is pending of final detemination.

lhe tax rate for fiscal yea 2015 is 10.,,fÍ)% for real proper§ and 8.43% for personal proper§ of wtrici 1.03% of bofl

are for the redemption of public debt issued by tp Commonvvealth of Puorto Rico and 9.,10% ard 7.&oA,

respectively, belongs to the Municipdity. Jle Commonwealh of Puerto Rico also conbibutes an a¡nual tax rate of

0.20% of he property tax collectsd. Taxpayer§ pay 10.23% for real property and 8.23% for personal poperty and the

remaining 0.2070 is paid by the Commonwealh's Secretary of he Treasrry as a ubsidy. As part of Act No. 83 of

August 30, 1991, as amended, the exempt arnounl to be paid by he Puerto Rico Seoetary of fte Trsas{.ry to he
Municipality was fozen as of Januay 1, 1992. Ihe remaining p€rcentage is distibuted as follows: (a) 6.000Á and

4.00%, respeclively, rspresents úre Municipalit/s basic tax rate bat is approtriated for generd purposes ad
herefore accounted for hro4h úle gensral fund. A portion of s:dr anount is deposited in an equalizaüon fund

together úlh a p€rcentage of the nst revonues of tp Puerto Rico electronic lo[ery ad a subsidy from he
Conrnonuealh of Prcfto Rico. The ranaining porli:n belor¡ging to tre Municipali§ of 3.20% repfesenls he ad-

valorem property taxes withheld by üre MRCC and resúicted for debt service, whió is accounted for Útrough he debt

service fund (See Note l0). fte Municipdity has readred úre ma\imum statutory ta( rate limit for úrc basic tax while

hore is no limitaüon for he ad-valorem tax rate.

As previoudy mentioned, on Maró 9, 2009, the Commonwealtr of Puerto Rico approves Act Number 7 lhat provides

for rsvision of tlle valuation of property $bject to taxation and imposes special property taxes for the Comnpnwsalth .

The effect of this Law was an increase in the valualion of the real poperties and in he exemption granted for the

res¡dential units occupied by treh owners by multiply boh amount by ten. Accordingly, the resideflüal units om:pied

by he¡ ovtrrrers ae exompt fiom red property taxes on he first $150,000 assessed value. For suú exempted

anounts, he Pue¡to Rico Seaetary of the Treasury Í¡ssumes paymant of üre basic tax to ihe Muniipality (6.00%),

except for resídenüal units assessed at less üran $35,000 on whiú a mmplete exemption is granted. As part of Law

No. 83 of August 30, 1991, as arnended, the exempt annunt to be paiJ by the Puerlo Rico Secrslary of he Treasury

to úp Municipatity was frozen as of Januay l, 19S2. The Municipal Revenue Collectim Center, in§ead of t¡he

property taxpayer, becornes he source of payment in these cases.

ln addition, the laur grants a complote exemption from personal prop€rty taxes up to an assessnent value of $50,000

to retailers with an annual net sales volurne of loss than $'150,000. The MRCC advances to he Municipality, on

nnnthly payments, 100% of he contribution assessed over property for each fscal year. ln accordance to La¡v, hese

advances úll be conúibuüons by the MRCC from taxpayers. The MRCC periodically informs to he Municipality the

amounts collected from taxpayers and epplied to outstanding advancos.

The Municipality records as revenue in the general fund the propaty tax mnlribution when received from monthly

advances from MRCC. Due to he fact that collections of property tax are applied to the advances of property tax paid

by the MRCC, fre anortization of the advance at end of year was not available due to hat is in process of verificaüon

by external auditors.
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Ihe fscd inpact for the fuhre years has mt been d€torminsd by he Muniipditfs mamg€rnsnl

VOLUME OF BrSlt{ESS TAXES -e¡*¡¡¡¡üon

Ihe volunB of h¡siness taxes b leviqi sadr ysa bsd on üre prir yeds gross revenues for all mÍmorcid and

ind6üid organizations ddng hrsinoss ¡n úle Municipaüry and f,ñft*¡ are not totdly or pdially sxsmpt from his tax

urder he lndusüial lncenlives Acls of tre Connmnsdú¡ of Puerto Rico. This is a df-assosssd tax t¡asod on ths

hminess volun¡e in gross sales as *rown in ttte tax retum hat is dua fwe rvorking days afler Apil 15 of eadl yea.

Enüties wih sal€s volume of $3 million or rnore must include audited finarcid staterBnts together wih üte tar refum.

During ür fiscd year ended June 30, z)15 hs ta\ ralss woro as follo[§

a. Financid in§itutions and savings and loan associaüons - L50%

b. Oher organizaüons - 0.50%

Taxes ae payable in trvo equd semi-annual instdlments on July 1 ard Jaruary I following ür date of levy. lf hsy de
pa6 witr dedaratir:n on or before üre dr.¡e date, he taxpayer is granted a 5% of discoutt The volume of business tax

receivále represents fled ta( retums hat wsre uncollecled as of June 30, Z)l5. Collediom of taxes during o.rnent

fiscd ye* coneEondirE of tÉ tax refum based on tre prior yea Soss sdes ae 4plicále to he next fiscd yea

and recorded as uneaned revenues in the C.eneral Fund.

SATESAI'ID T,SAGETDGS

Muniipd¡ty inposes a Sales and Usage Taxss of 1.5% (1.0% collected and belong to the Municipality and 0.50Á

collected by úre Puerto Rico Seoetary of úre Treaury) on the sales price of a taxaue item or on he purchass pdce of

all usage, storage or con$mpt¡on of a laxablg item. All nnrchants required to collect he Sales and Usage Tares, are

required to fle a monúrly Sales and Us4e Tax Reh¡m Fonn, no later than úre 1@ of üre folloÚng monh from he
monh being reportsd. The Act also provides for restricüons on ü¡s use of lhe resources (includirg he 0,5% collected

by ú|€ Puorto Rico S€cretary of Treaury) to be invostod in solid waste and recyding pograns, capital improvsmsnts

and hsalth and public safety msts.

lhe anount cdlected by üle Puerb Rico Secretary of Treanrry will be deposited in munts or specid funds in GDB,

srbied to resüifions inposed and disbibuted as follows:

a. 0.2% will be deposited in a 'Municipal Developrnsnt Fund' to finance co§ls as resbicted by he Ar{;

b. 0.2% will be deporited in a 'Municipd Redsmption Fund to ñnance loans to municipaliües ubjecl to

resúiclions imposed by üte Act and

c. 0.1% will be deposited in a'Municipal lmprovernent Fund to finance caFital improvernsnt proiects. These

funds will be disributed based on legislaüon from he Commonuoalth's Legidalure.

Sales tax receivable répresents fled sdes tax retums thát \ ere collected stbsequent to June 30, 2015, but pertaining

to he orrrent y6ar p€riod.

As per Act Number 18 of 2014 was created the 'Law of Munkipd Administration Fund ([,lAF)' to establi$ a special

furü called the Municipal Administraüon, authorize mun¡cipalilies to pledge üre funds deposited in the Local

Govsmment Fund to which hey are to secure he repayment of any loan, bond, rpte or oüler eviderrce of

indobtedness, whlch are üE source of repayment funds deposited in he Special Fund and to meet any expend¡ture

budget of the municipality and ttre nlrnicipali§ any activity or prci€cl arlrcrize üle Govemment Developmont Bank

for Puerto Rico to make disburs€rnents for purposes set out in his AcL
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13. SALES AND USAGE TAGS - co¡t¡¡t"n

This npas¡re is inbnded, ñrS, to sbsngtEn ú¡e finaxjal capac¡ty of he Corpora[im Tax Fund of Pu€rto Ri]o

(COFINA, by SpaÍSr aoonyns), establi$€d under Law llo. 91-2006, as anended, kwn as üp'Law Fund of

Sdes ard Usage Taxed, adiusting üre sales ard usage taxes (SUT) by increaing üp §ab porlix to 6.0% uhilo hs
mnlt'pd SUT b reduced to 

,l.096, 
efiactivo Fobruary I, 2014.

Through his legidalion a meóanisn urder wtrich the SUT collections enüded to recsive th€ CoÍmonvuedh of

Puerto Rjco each fscd year, afler corpiying wiúr üre deposits in the Tax Fund requires by Act l.lo. 91-2ü)6, Smll be

deposited in a special fund created for tre benefit of and as§gned to the municipalities. This specid fund is called Úp

'Local Govemment Fund' [LGF'), wtridr will bo guardod by the Got/omment DevehpnEnt Balk of Puerto Rim.

Also, on Februay l, 2014 was enacted üp Act No. 19 hat crsatos t¡he Municipal Finaxing Corporation (COFIM, by

Spanish acmnyms). the COFIM, attacied to he GovemnBnt Developnent Ba* (COB), with he povuer to isq¡e

bonds or us6 other rn€dmlsms to pay or rsfinanco debt irnred by mun¡cipalities, tre payrnsnt of principal and

interest is bd(ed by ür muni*¡al SUt.

ln addilion, croate tle Redarption Fund of COFIM, to wh¡ch úle resoüces of tl€ exisling Munidpd Fund Redenplim

will be fansened effec'tive February 1, 2014, and faolitated üp disfibution of tunds from the Munldpd Red€íplion
Fund, üre Municipal Dandopment Furd and úre Municipd hrpro/ernent Fund. Prwides hat he ñrst proceeds of Ún

municipal SUT of 1% $d be odbcted by he fuerto Rim Tresrry Deparfnenl atd depqited direcüy into úe
Redenpüon Fund of COFIM. Provides hat bonds and notes issr¡ed by h€ COFIM be pryable d s€oired by üle

pledgo of a fixed anount or rnrnlipd SUT consspond¡rp lo a fixed rate of 0.396 has been colbcted during tn
previous fiscal year, wttidrcver is greater.

14. COI'ISTRUCTION EXCISE TA,\ES

Municipality imposss and cdlects rnr.rnicipal conshrcl¡on oxc¡se taxes to most natural and legal persons and any

governmental ¡nstrumentality that oarry out acüviües related to oonsbucüon, exparsbn, major repdrs, relocalions,

altsrations and other types of permanent improvenrents to residenüal, commercial ard indusúial buildings, and any

sbrctures wihin te tenitorid aea of li¡e Municipdi§. The tax is dso applicdle to infrasfucbro proiocts, he
installation of mad¡inery, equiprnent and fixh¡r8s, ad other typas of mnsfruclion+dated acliviües

Ihe consbuction excise tax genaally is a self-assessed tax imposed over the mst of the proi:c! net of certain

exemplions wch as he costs mciated with úre aquisiüon of lad, exisüng h¡ildings and ¡mprovsrnents, projsct

design and oürer engineering fees, lic€nses and p€mits, con§rlting and legal fees. the tax is paid by trc taxpayer

before the beginning of üe consfucüon prc{ect

A construction prc{ecl wtlió doesn't qualify for any of tre exceptions presented below, will pay a ta\ of 8oÁ of ths total

cost amount of the prcrject lhe exceptions for úre 8PÁ Cmstrucüon Tax inposed by the Municipali§ are as follow:

a. Any religious instiMbn (legdly rsg¡ster€d as srch) which operates as a not-for-trofit entity, and is affiliatsd

to he councils and assocíations hat group said inst¡tutions in Puerto Rico, will be exempted from payment of

any construcüon tax.

b. When consbuction is for a re§dence, made of at least 50% concrete, and said residence is not part of a

housing plojr:c! urbanizaüon, coMominium, or any prolect of a similar nature (up to a totd mst of $90,000);

a 470 rate will be collec.ted up to a maximum total construction cost of $90,000 (of wttich tte fir§ $20,000 are

exempted). ln addition, if the total const¡uction cost is in excess of lhe $90,0(X), an 8% rate will be collected

and he $20,000 exception will not apply.
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c. For ary consüudifi not not'fed to h€ Munkipdity, d for ryhidr no corxsfudion tar has been paid, a 10%

(emud) fine orer úre rmunb of tax not pdd will be inpo§ed.

Ta,\ss aro payable bebre beginning consbrction or any adivity rolabd to he constuction. Coll€ctions of taxss durir€

otnent fiscd yea, applioále to he next fiscal ysar, are recorded as defsned rst/enues in he Gensral Fund.

15. IMERGOVERNI¡IENTAL REVET{UES

Inlergovemmental revenrcs consist primarily of funds received hom üe Comnronuedh of Puerto R¡co, '¡n lieu of tat'
payments fiom hs Quasi+ubl¡c Corporat¡on, Puerto Rico Bectic Porr€r Auútority, ard federd financial assistance

recsived from federd govemrnent

Grants d §lbsiries received from üls Conrnon¡ledúr of Puerto Rico and fedad agenoies indude, amng oÚrrs, a

general srbddy for uóan developnBnt ard capitd improvements. lntergorernmentd revenues are acmunted for

through the General Fund except for those directy rdaled to urban development and capitd ¡mprovements, wtl¡ch ars

accounted for trough úre Special Rsvenue and úre C4itd Proiect Funds. Federal Financid Assistance is remrd€d

in he Special Ratenue Fund.

16. PEl'lgoN Pl-Al¡

Desctiption o¡ tlrr Ptan

Enployees of úre Munispality participato in the Enployee's Retirern€nl SYstem of the Govemment of the

Commonuiealth of Puerto R¡co (ERS) administered by tre hrerto Rioo Govemment Employees and údiciary

Retjrement Systsms Adminisfaton. The ERS is cost-shar¡ng mullipleenployer defined benefit pons¡on plan

Eonsored by úre Commonwealth under tre Act No. ,147, approred on May 15, 1951, as anrnded (Act No. 441 and

began operation on Januay 1, 1%2, d. wfiiú date, conbibuüons by employers and parlicipaüng enployees

commenced. Act No. 1 of Febuary 16, 1990 (Act No. l) ¡td Ad No. 305 of September 24 1999 (Act No. 305 or

Hyhid Progran) esabl¡$, ar¡ong oürer üirEg a defined contibution progran. The ERS is a pens¡on tru§ of ho
Commonrvedh. All qualified peÍndlent and pobation*y employees of he Conrnonwealh and its insturnsntaliüss

and of certain municipalities and components units not covered by trek own relirement systerm ars eligible to

paticipate in tre ERS. As of June 30, 2011 hsre w€re 215 participating employers (73 Comnonvrsdh agencies, 78

municipaliües, and M puu¡c corporatimq irduding úr ERS). The ERS, m a govemnnntal retirement plan, is

exduded from he provisions of he Employee RstireñEnt lncoms S€curity Act of 'l 974 (ERISA).

ERS is a mahlre retlrenrnt sy§em with a significant reliree population. Based on the stabtory funding requhernents

prior to Act No. 3, eneted on Apnl 4 2013, he ffnud b€nefit payrnents ard adminislrative expenses pdd by he
syslam were significarüy larga üran the nrenrber ard employer contibuüons made to lhe syslem. Thus invesúnenl

income must hare been used to cover his negáive cash flo r and assets t!,ere projected to become exhalsted by he
end of this decade. Act No. 3 and Act l.lo. 32 of 2014 (as anrended by Act No. 244 of 2014) proüded for significant

pension reforms and additional contibutions to the ERS to counter úte imminent expected asset exhausüon.

Cortain provisions are difierent for úp three groups of members who entered the ERS prior to July 1, 2013 as

described bslow:

. Members ofAct No. rl47 are generally hose members hired before April 1, 1990 (Defned Benefit Program)

o Members of Aot No. 1 are generally those members hired on or afrer April l, 1990 and on or before

Decenüer 31, '1999 (Defned Confibutim Program)



@rrciaÍlEAtrH oF RERIo Rlco

AUTolomlJS IfiXIICPAIJIT OF SAT L(nEXZ,

ilorEs ro mE BAsrc FtlAloAt SrArErEfis
FoR I}IE FSGAL YEAR E¡DE ü,I{E 2tlt5

I 6, PENSON PLAN - cotlhr¡¡tiorr

. Members of Act No- 305 are generally hose mombers hired on or afrer Jsrluary 1, Z)00 md on or bebre

June 30, 2013 (Define Confibuüon llybrid Program). Eadr member has a no forbitább right to he vdue of

his/her accounl Merrüers ha/e hree options b invest heir contibutions. lnvesürrnt incor¡e is credited to

he rnemb€/s accor¡nt ssmiannudly. Tho Conrnonrvealúr does not guara ee benefts at roüroment age.

All regular employees hlred fo( the lrst time on or afrer July '1, 2013, and fornrer anployees who prtic¡pated in he
Dsfinád Benefit Program and he Define Conhibution Hybrid Program, and vve.e rehired on or aflsr July l, 2013,

become mombers of the Defne Confibution l'lybrid Program as a condition to their employmant. ln addition,

employees who al June 30, 2013, wsre paticipants of previxrs programs will becone pat of he Defne Conúibt¡tion

l-lybrid Program.

Eadl member h6 a no forfeitable right to tre value of hidtler contriNtions to tt€ Define Contrih:üon l-lyhid Program.

The assets of tle Define Benefit Program, he Define Confibution Rogram and t\e Defne Confibuüon llyhid
Program are pooled ad invested by tre ERS. Future beneft payrnents úll be paid from he sane pool of assets. ln

addiüon, employers' contributions for rnenbers hired on or afrer Janury 1, 2000 will be used by ho ERS to reduce

üre unfunded status of tre Defirc Benefit Program.

As of June 30, 2014, tre ERS has an untunded actuarial accrued liability (UA/tl-) of +proximatety $30,220 milli¡n,

represnting a 3.'t0% funding ratio. ln trc opinion of managernent dd based on information prepared by con$ltlng

actuaries, it is estimated that starling in fiscal year 20'l§ he ERS's assets úll be less han its obligations (ncluding

bonds payable but excluding its UAAL) reulting in a deficit net posiüon. ln addition, annual oa$r flow estimates for üle

foreseeable future are presenty estimated to conünue to reduce the not posjüon unless oher meaelres are taken.

The estimate of whon the ERSs net position will beconrs a deficit and when its assets would be exhausted is based

on s¡gn¡ficant assumptions, induding the rate of return on ¡nvostments, the amount and t¡ming of collections from the

Comnmnwealth for the member, employer conbibuüons and the employer addiüonal contribuüon (Act No. 32), which

as discussed below, was e§imated in $120.0 nillion fu fiscal year 2014 and $352.0 million annually through fiscal

yea 2032, as well as the estimated participanl beneflts and the ERS s administative expenses to be paid each year.

To improve úre liquidity ald solvency of he ERS, h€ Commonwedh enacted Act No. 32 of June 25, 20lg,rlhich
provides fa incrementd annud con[ibutions (Additional Uniform ConEibulion) of $120.0 million from te
Conynonwealúr Cienerd Fund, public corporalions and munirdpdiües beginning in fiscal year 2014 and from all

employers g352.0 million annudly trough fiscal year N!2. Itris addiüonal conúibution will be determined annually

based on actua¡ial studies to be performed by he ERS's aotuaries. The 2014 hdgetary appropriation for s¡dl
additional conbibution of 4proximately $120.0 million was induded in llre Comnronu¡ealh, public corporations and

municipalities for üre fiscd year 2014. However, as a result of budgetary constraints at he present tjrne only $14.9

million was paid by the Commonuiealth and 2().5 million paid by public corporations and muniripalities during fiscal

year 2014. The additional confibuüon for lhe fscal yer 2015 was $27.0 million paid by the Commonwealh and $27.0

million paid by puHic corporations and municipaliües.

The projected Additional Uniform Contr¡buüon for fiscal year 20'16 ard subsequent years has increased to

approximately $352.0 million (of which approximately $216.0 million conesponds to the Commonwealth's csntral

government, to be funded fom the General Fund and the remaining porton conosponds to ths pat¡c¡paüng publ¡c

corporaüons and municipal¡ties). The ERS's actuaries are currenüy ufrating the projectod Addilional Uniform

Contr¡bution for fiscalyear 2017 and beyond,

If ihe Comnronwealth's fnancial cond¡tion does not impro/e as a result of fiscal and budgetary meastres it ¡s tak¡ng,

its ability to repay its obligaüons, induding its regular enployer contribuüons to úre ERS and its addilional conhibutlon

as provided by Act No. 32, for úre upcoming years, may con[nue to be adversely afiected, atd could also affect the

payment of benents and 0rc repayment of the ERS's bond payable.
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Ad No. 70 edabl¡sh€d a progran hat proviJos benefib for early retirerent or ecofimic incentives fur voluntary

srployment lefiination to eligble employess, a defned. Act No. 70 dso estabü$es úut ealy reüremnt benefts

nill be pro¡iled to eligible emdoyses hat hare corpleted betwesn 15 to 29 years of cred¡tabl€ ssflrices and will

consíd of monhly benefib ranging from 37.5% to 50i6 of each erployees' nonhly sday. Benefts under t¡is
pogram will be pak, by tre Gsprd Fund of he Cqnmoruredh atd by úrc publb caporaüong covqing t\eir
respedive erployees until úre plan nlember readrcs üre later of age 55 br nrrüets mder Aci l,lo. tl47 or 4e 65 for

nBmbers urder Act 1, or tle date he dfl msmber rrculd have completed $ yem of service had úp member

continued its enployrnent The ERS will bo responsible br benefit paynents deilards ln addili¡n, he Generd Fund

ild lhe public corpordions will also be required to md(e üe required confihltixrs to üe ERS. As of June 30, 2013,

tre ERS has recorded a lidility of approximatdy $16 mÍlion for ib reEonsblily as an employer under Act No. 70.

Furhermore, Ad llo. 3 uas enacted on April 4, 2013, amend€d üre Act No. ¡147 for üp purpose of esiabli$ing a

major reform of he ERS efioo'live on July l, 2013. Enployeos participating in üle orn€nt sysbm (ERS) $puld b€

retired m of June 30 2013 in order to obtain the cunent benefits. Also, Ad llo. 3 anend he Act No. S5 of
September 24, 1999 hafs created a Defined Conhibution Hybrid ftogram known as System 2000, inmrporating he
provis¡ons of hs systsm to Chapter 5 of tle ERS. The System 2000 applied to employees joining he ERS on or afler

Januay 1, 2000.

Act No. 3 ¡s a dynamic SGyea plan ürat is designed to po/de enough ca$ for ERS to be ále to maks full Basic

System Benefit payments as hey come due, to pay llre nal lower Slstem Administercd Bsnefits, and to pay debt

servics on lhe pen§on obligation. The reforms enacted hrough Act No. 3, by dqdgn, is a very long term plan, and

constant nmitoring will be needed to make slre the ERS stays on back. Act¡d experience may turn out betler or

rwrse h expected, thus future adjusfrnents may be neoded. Receipt of he Addiüonal Uniform Contribution undsr

Act No. 32 (as arnsndod by Act No. 244) ls critical to úp ERS's ability to make payments as lhey come due.

Follow are he principal amendrnsnt of Act No. 447 by Act lb. 3:

Chapter 3 of he Act ltlo. ¡147, establi$ed he following date of reürenent:

(a) General Rule - I}e fird day of tlle rnonür hat coincides wiúr or is $¡bsequent to he date hat he parth¡pant

of he program rsaches he age of sixty (60), except as provided in dause (b) of his wbsection.

(b) Public Otrcers ¡n HighRisk Positions ln üre case of Public Offcers in Highfiisk Posiüons, it shall mean he
frs.t day of tre nnntr that ccincides wiúr or is srbsequant to tre dats hal he Palicipant reaches the 4e of

fifty-five (56) yeas. (Public Ofioers in HighRisk Positir»s $dl rnean he Comrnonwaalt¡ of Puerto Rico

Police, tre Muniripd Police, tha Commonuealh Firefghter Corps, he Municipal Firefighter Corps, and the

Custody Ofrcors Corps.)

(c) EfiecWeness of hese provisions: the normal date of relirenpnt establi$ed in subsections (a) and (b) of ütis

definition $dl be in fo¡ce until June 30, 2013.

R€tirsrnonl aae for participants wtlo ioined public serv¡ce after June 30. 2013. The retirenent age $all be 67

years, except in the case of Publ¡c Offcers in High-Risk Positions, for whom it $all be fifty e§ht (58) years.

Partlclpant of the Prqnm

Shall mean, until June 30, 20'13, svéry person for whom he Administrator maintains an accounl under the Relirement

Savings Account Program pursuant to the provisions of Chapter 3 of Act No. ,147. Beginning on July '1, 2013, it $all
nean every person for whom he Admin¡strator ma¡ntains an account under the Defined Contribuüon Hybrid Progran
pursuanl to the provisions of Chapter 5 of his Act.
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16. PE¡¡§ON Pl-Ail - corlin¡dio'

the n«nber$rip of ü|e Sydern $all be constititod by wsry p€rson wño hdds a regula position as a cres, tud,
tgmpo'ary otrployee or wiür probatixay porsonnel stafus in fly execrdive depatnenl agency, ad[inisfalion,

boad, commission, office, or insbumentdity of úr Exeorlive Brardr, by üE Justices of the Peace, he regular

employees ard offoials of tre Judiday Brandl, and by dl regular offcials ad erpbyees of he rrunkipalitieq

including he mayors Temporay municipd employees $ull not participate in he Retirement Sysbn.

Membership in he RelirenBnt System $all be optiond for lhe C¡vernor of Puerto Rim, for all Úts Socrotarios of

GovemÍEnt, heads of puUic agerrcies and instrumenlaliües, üre Goverrc/s aides, $a memb€rs of cornnússions and

boards appointBd by he Gove{nor, ü}s nEmbers of he Legidative Assembly of Puerlo Rico, for ürc employees and

offcials of the Legidative Assembly of Puerto Rbo, the Offce of Legislative Serv¡ces and he offics of tte
S¡perintendent of te Capitd, ard úr Compholler of Puerto Rico. These oficids mry, at any lime, request to be

discharged from, or readmited ¡nto lle SYdem. lhe period of services rerdered to úre Govemrnent wttile separated

tom üre System, $an bs credted as creditable service, provided saij offcials pay he individud and employer

confihrlions, dus intsrsd, hat coÍespond to he period of separation, to he sysem.

As of July 1 , 201 3, wery erployee rirfro is a pdicipant of he Sydem, induding nrayors, regadless of bo dats when

hd$e was fird aptrinted to the Covernment of th€ Cofixrbnwedür of Puerto Rico, its insüufiEntal¡ties,

municipaliües or pethipaling enployers of he Sy§em, $Ell becorne pad ol he Defined Confibutim llybrij
Progran.

l',lotwihstarding he fact hat a $perannualion relirement annui§ is payále for life, if annuitanb rotum to he sorv¡ce,

the payment of úE¡r annuity *¡all be susp€nded. Afrer an annuitant separates from service, payrnent of he
suEended annuity $all resrrne and hd$re shall also havs hs option to wihdraw t¡e conhihltjons made since ü¡e

dats hd$e retumed to service up until he/she separales torn service if, after retuming to savioe, hdstrc worked less

than fwe (5) years or accrued conúibuüons for less lhan tsn thousand dollas ($10,000). ln úE event h€ annuitant
r¡rorked five (q yeas o. nnre and conúibuted ten housard dollars ($10,m0) or more, afrer returning to service,

he/$e $all be ent¡tled, after hidtrer separation from service and after redring the age establi$ed in Section S1'10

of Act No. ¿147, to receive an additional annui§ mnputed pursuant to Section 1110 of this Act, on he basis of ths

onlributinns nrade since ltre dale said annuitant refurned to son ice until h¡gher sepaation from it.

Annu@ forYeae of *¡vice

As p€r Act No. 3, relirernent *¡dl be opüond for new participants joining ün Syslem for he first tinn dtet April 1,

1990, as of the date in whidr úrey reach üre age of sixty-fNe (65), hare completed a minimum of ten (10) years of

accreditsd selvices ard have not reqr.ested or received úE reimburserent from he accrued conhibutions. The

amount of he annuity $all be one point five percent (1.5%) of he aver4e conpensati:n multipliaj by he years of

accredited services. However, a minimum pension of live hundred dollas ($500) per nnnlh, efieclive July l, 2013, is

hereby fixed for frose paticipants wtn retired in accordancs úth he provisions of tris Chapter 2. Evory pen§oner

who receives a pension of less than five hundred dollars ($500) p« rpnh shall receive, efeclive July 1, 2013, Ste

increaso requir€d for hidher pension to be five hundred dollars ($500).

Public officers in High-Risk Posiüons may voluntarily opt to reüre aftsr reacting the age of nfty-five (55) and thirly (30)

years of service. Relirement shall be mendatory on the date the participant reaches boút thirty (30) years of service

and the age of fiñy-eight (58). Provided, trat the Superintendent of he Puerto Rico Police, he Chisf of the Firefighter

Corps or he conesponding appointing auúrority may grant d¡spensations authorilng members of his group to work

for an additional maxinum perif of t$o (2) years perfomirg the funclions ass¡gned to hem; provided tmt Únh

health and safety are not oompromised. §,¡ch a request for dlEenvlion $dl be made by he memb€r, not later than

ninety (90) days bofore his/her retirement date. lt is hereby prwiJed hat the Superintendent of he Puerto Rico

Police, ürc Chief of the Firefghter Corps or the mnespond¡ng appo¡nting aftority shall maks he necessay

regulatory provisions to mmply wiút útis AcL
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16. PE {§ON PIAN - cont¡r¡rlion

Reürement *rdl be optimal for th6 rEmbers of he Sydem in active service, on dtd afi6r he date hey have attdned

üre age of fity-fve (55) yers Índ hare onpleted at lead trenty-five (§ yeas of creditable serv¡ce; and for

meÍbers of h€ Sldsm who ha/ng readred tn age of fifry+ight (58) years, and have oompleted at least ten (10)

years of crditable ssrvice. Ths m€mbers of úre Police Corps or üre Firefghüng Corps drdl dso hae he optim to

avail úBmsslves of a reüremont annuity on and afrer tle date on whió ürcy hare attained Üe 4e of fñy ($) years

and have conpleted at l€ast tuEnty-five (25) years of creditabb service.

Any paficipant r,rfnse separation from tre sorvics ocrrtrs prkr to having attdned tre age of ffry+ight (58) years, wño

shdl ha/e completed at lea§ tsn (10) years of credrtable servico, and wtp $all have not applied for, nor received

reinüursement of ffiumulated confibutjons Srall be enlifled to receive a defe¡red reliren¡ent amuity. Sdd
participants shall receive a defened retirement anuity rilidr $all commence upon attaining he age of ñfly oight (58)

ysars or afler attaining he age of fifly (50) years in the case of polir:emen or firenen, ad fifly-five (55) years in ün
case of úp ohsr palicipants, if úrey hare completed at least twenty-fve (2Q years of service in one case or hs
oher.

Betúls ProvUed

The amount of the annuity $all be one and on+hatf pacent (1.50%) of the average conpensaüon multiplied by tho

number of yeas of oeditable service up to tt¡vsnty (Z)) yeas, plus t\4o percent (296) of tre average mmpensalion

mulüplied by the nunrber of years of creditable service in excess of twenty (20) yers. Said annuity $all be payable in

full to the members wtro reüre at he ags of fifly+ight (58) years o. more, arü to he rnernbers of he Police Corps [or]

tre Firefghting Corps wtro retire at trc ags of ñfry (50) yeas or more and who have completed at least twenty-five

(2Q yeas of creditable service. The maximum relirernent mnuity (as of June 30, 2013) for the patjcipants $all be

seventy-five p€rcont f/5%) ofthe average compensaüon.

Muit Annuity - Plan nnmbers ae ellgible for merit annuity witr a minimum of 30 years or rnore of crediled service.

The annuity for wtridl the plan menúer ls elig¡ble is limited to a min¡mum of 65% and a maximum of 750,6 of the

average mmpensation. As a rssult of üre enachnent of Act No. 3 of April 4, 20'13, efiective Juty l, 2013, merit

annuities will no longer be arailaUe to participants wtto ioined Úp ERS afler April l, 1990.

Defured Retirement Annuity - A parncipdtng employee who ceases to be an enployee of the Commonwedh afler

ha/ng acamulated a minimum of 10 years of credited service qualifies for relirement benefits prov¡ded his/her

conhibuüons to he ERS are lefl wihin tre ERS until aüdnment of 58 years of age.

The amount of he $perannualion ratirement annuity of mayors who are palicipants of he System $all be computed

on he basis of úre highest salary he/dre may hare received whih discharging his/tler govemment duües in tle
following manner:

(1) For sevbes perfornred as mayo¡, five percent (5%) of sdd sday for eaó yea of creditable servbe up to a

maximum of ten (10) years or ffly percent ($%), plus

(2) For oúrer services performed not included in the above conputatjon, one and one hatf percent (1.50%) of

said salary mulüplied by the number ofyears of s¡ch oúrer creditable services up to twenty (20) yearq or hlo
percent (2/6) of said sdary multiplied by he number of years of sjd¡ other creditable s¿rvices in excess of

twenty (20) years.

The maximum superannuaüon retirenent annuity to be gránted under his subsection shall bé n¡nety percent (90%) of

the highest salary hat the mayor may have received. The payments of the reürement annuity shall begin on and after

he date of separatlon from service, but never before lhe mayor has attainod fifty (50) yeas of age.
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Reürornont *dl be optbnd for aty partidpd of hs System in trtive s€n be trtto Snll harc comdeted at lsas{ h¡rty

(30)yeasofoeditábs€fvice.sddpaticipatdrdlbeentiüedtoreoeiveÚreMedtAnnuityforhkty(30)yeasor
more of servico in acordarce wiúr subsecti¡ns (b) and (c) of his secilbn üEreol Pdlicipaús of ho Sy§om undeÍ

he Coordinating Plan and receiving Sodal SeoJrity bornfits, sto hare not afiained sixty-fve (6$ yeas of age, $dl
recsive a rnsrit annuity to be cornputed * povided for hereinafter: '

(1)Forhoseparticipantswtrohalecompletedhirty(3o)yearsormoreofcreditáleserv¡cesandhavenot
attained fifty-five (5q years of age or more, sixty-five percart (65%) of he average compensation.

(2) For those who hare conpleted lhirty (30) yeas or more of creditable services and have attairred fifty-fwo :' 
(55) years of age or morc, ssventy-ñve [5%) ofÜr arerage compensaüon. i

(3) Years in excess of h¡rty (30) may only serve as basis to calculate the arerage compensation

As per Act No. ,147 tre fCloúng prorisions *rdl apdy to employess wtlo partbipate in lhe SYstem hat (i) @an to
work befue January 1, Z)00, (i) as of June 30, 20'13, are not participanb of tre Retirernent Sa\,¡ngs Accotlnt Program

establistred in Chapter 3 of tris Act and (i¡) as of June 30, 201 3, do not meet úe requ¡rernents of years of service and

ags to rsüro het ae required in Chapter 2 of útis Act

(l) New Retirement Age for partioipants who jolned úre System br he fird tirne before April 1, 1990. Fu those

parlicipants who, m of June 30, 2013, hare not readred úre age of 58 and completed at least 10 yeas ol
service, or have not readpd tha age of 55 and completsd at lsast 25 years of service, reürement shall be

opüonal when they meet fie following age and seruice requhements:

(i) lf, as of June 30, 2013, the participant ¡s 57 yoars of age, th€ retirement will be opüonal when he/she

reacies 59 years of age and has completed at l6ad 10 yeats of seMce.

(ii) lf, as of June 30, 2013, the participant is 56 years of age, ün relirenent will be optional when he/she

readres 60 yeas of 4e and has completed at lead 10 years of service.

(iii) lf, as of June 30, 2013, the participant is 55 yeas of ag€ or less, the retirement will be optional when

he/$e readres 61 years of age and has completed at lea§ l0 years of service.

(2) Reürement Age fu participants wtro joined ths System for Úle first üme betleen April l, 1990, and

December 31, 1999 - For paticiparts who, as of June 30, 2013, have not reaúed he age of 65 and

completed at least '10 years of service, retirement $rall be optional wtren the parlicipant reaúes 65 yeas of

age and hes completed I 0 years of service.

(3) For Public Officers in HighRisk Posiüons wilo b€gan to work b€fore April 1 , 1 990 and who, as of June 30,

2013, have not read¡ed he age of 50 and mmpleted at least 25 years of sewice, or who have not completed

30 years of service, regardless of their age, reürement shall be opüonal when they roach 55 yeas of age and

have mmpleted 30 years of sel..ice.

(4) For Public omcers ¡n High-Risk Posiüons who began to r,rork between April 1, f990, and December 31,

1999, and who, as of June 30, 2013, ara not 55 yeas old ad have completed 25 years of servioe, or who

have not completed 30 years of servico, regardless of their age, retirernent shall be optonal when they reach

55 yeas ol age and have completed 30 years of service.

n
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(0 R¡Uic otrcers ¡n HigtFRisk Positions wto sepaate tom active service before meeting he requkennnts of

age ard savice povided in ubsec,tion (a)(3) cr (aX4) of ús Sedim may only receive their acoued palsion

rflen ül€y meot h€ folbtdng age and service requirertsnts:

0 tf the participant joined tre System for hs first time beture April 1, 1990, afta he/$e rneets tihe age and

service requirements establi$red in s.¡bsection (a) I of üis Sectlon.

(ii) lf the parlicipant ioined he System for hs first tims b€tvúeen April 1, 1900, and December 31, 1999,

afler he/slre meets tre age and service requirements established in s:bsectim (a) 2 of his Section.

Pension Comrytaüon

When tre partioipant meets the age and service requhements establi$od above, he/S¡e $dl be snlitled to recsive

an annuity computed on úre bmis of years of ervice accruod as of June 30, 2013, in acmrdarce wiút ttrc follorving

les:

Ihe avaage saley of employees wtro began to uork before April 1, 1990, $all be he one establi$ed in

definiüm number 15 of Section 1J04 of Act l,lo ¿147.

The a/erage salary of employees who began to vtork between April 1, 1990, and December 31, 1999, $¡all

be hs one edablished in Secüon 'l -1 08 of t¡is Act

The pension computation of employees wtro begfl to work before April l, '1990, $all be made on he ba§s

of one and one half percent (1.5%) of he avsrage salary, mulüplied by he number of years ol creditable

service up to twenly (20) years, plus tuo percsnt (2.00Á) of the average salary, mulliplied by the number of

years of creditable service in excess of twenty years, in each case up to June 30, 2013'

(iv) The pension compulation of employees who began to work betr,veen April 1, 1900 and December 31, 1999,

*rall be made on he basis of one and ons half percent (1.5%) of te arerage sdary, mulüplied by ho
number of years of c¡editable serv¡os up to Juns fl), 2013.

(v) Paticipants of tre Slslem wtro, as of June 30, 2013, havs a\railed tÉfiIsdves to ü|e Coord¡nating Plan and

are receiüng Social Security benefits will harre heir annuiües adjuded in accordancs úh he provisions of

subsection (e) of Section 2101 of hh Act Provided ü¡at until the participant is entiüed to receive ürc Social

Seo:rity banf b, he/$e may receive an annui§ in acmrdance wiüt Section 5103 of ütis Act

(vi) This pension shall be received togeürer wih he annuity accrued by a participant under Secüon Sl 1 0 of ttis
Act

Beginning on July 1, 2013, participants shall not accrue 4ly more yéas of service for the determinaüon of the

average salary and computalion of a pensíon under Seclion S103(aX4). ln addilion, participants may not have

services not credited recognized, conhibutions transfened or refurned for periods r¡rorked before Juno 30, 2013,

except for those exceplions specifically est$lished in Act l,lo 447.

Thoss participanls wtlo began lo work on or afrer January 1, 2000, or hose wtlo as of June 30, 2013, were

partic¡pants in the Rethernent Savings Program and who as of June 30, 2013, could retire tom service because they

are sixty (60) years old, may relire on any later date and they strall be entited to receive the annuity hat muld be

aquired wiür the balance of üe mntributions under the Relirement Savings Account Program and Únse accrued

under he Defined Conbibution l-lyhid Program.

(i0

(iii)

74
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16. PENSION PLAN -co hrdol

The savings ¿gcounts under hs Relirwrent Savings Acount Program of employees wtn |*md ün Syslem for tn
fird tinB on or ¿fref Januay l, 2000, drdl be olled ovsr to üp Defined Confibr¡tim l-lyhid Progam. Be it pwided

hat if, as of June $, 20,1 3, tre erployees have not readrcd he age of dxty (60), Ürey drdl be enliüed to he annuity

estálisred in Section 11 1 0 of Act No. ,147 whsn they meet the following ag€ requiremenB

(i) lf, as of June 30, m13, he pa cipant is 59 years old, úre retirement will be optional when he/$e has

reached 61 years of age.

0i) lf, as of June 30, 2013, úre participant is 58 years old, he reürement rvill be opümal when he/$e has

reached 62 years of ag€.

(iii) lf, as of June 30, 2014 he partbipant is 57 years old, ú¡e retiroment will be optional when he/$e has

readed 63 years of age.

(ú) lf, as of June 30, 2013, he participant is 56 years old, he retirenrent will be optional wtlen hei$e has

readed M years of age.

(v) lf, as of June 30, 2013, tre participant is 55 yeas old or l6ss, tre retireÍEnt will b€ opüond wtlen he/dE has

reaúed 65 yeas of age.

For Publb Offioers in HighRisk Positions wtro begar to nork afler l:}ecefrber 3'1, 1999, ad who, as of June 30, 2013,

are not 55 years old, retirenpnt shall be opüonal when trhey react 55 years of 4e'

Rnding Pollcy

The authority under wtrid he tunding policy and the obligalions to contribute to he ERS and Slstem 2000 by the

plard rnembers, omployers and other confibuting enüües (state of municipal contributions), are establi$ed or may

be amended by law.

Co¡t¡lbutions of Parücipants of fhfined Benefit Prooram

Conbibution requhements ae e§áli$ed by law dd ars as follows:

Ca¡dlnatd Phn-Pior to July 1, 2013 on tle coordinated plan, üre palicipating emfloyee confibutes 5.75% for

he frst 96,600 of sday plus 8.275% ñrr úre excess o¡er $6,600. For fscal 20132014 he confibulion was 7.00% for

ú¡e ñrst 96,600 of sday plus 10.00% for üre excess over $6,600. For fiscal 201420í5 úre conbibution wm 8.50% for

tle first $6,600 of sdary plus 10.00% for h6 excess ovsr S,600. After July 1, 2015 tle confibuüon was 10.00% of

salary. By the tirne he employee reaches 65 years old and begins to receive social searity benefits, he pension

benefits are reduced by úe following:

. $165 per npnh if retired wilh 55 years of ago and 30 years of credited service.

o $110 per monür if retired wilh less han 55 years of age and 30 years of credited service.

. Allother between $82 and $'100 per rnonh.
o Disability annuiües under ü¡e coordinated plan are also adjusted at age 65 and in some casos can be

reduced over $165 per monh.

Non-Cardinated Ptan (§tplenatation Plan) - Pciu lo July 1,2013 on he nonoordinated plan, he participating

employee contibutes 8.275% of üre rnonthly salary and does not harre any change on he p€nsion benefits upon

receiving social searrity benefits. After July'1, 2015 he conbibutbn was 10'00% of sdary.
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Contibutions of Particioants of Hvbrid Prooram

Conúibuüon requirements are established by la$, ad are as follows:

(a) Every paticipanl of the Hybrid Program $all compulsorily have to confibute ten percent (10%) of his/her

salary whib he/she is an employes.

(b) Conhibuüons under he Plan of Coordination with Social Security benefits - Ths participants of the System

who, as of June 30, 2013, have arailed tiremsolves to the Plan of Coordination wiüt Social Security b€nefts
shall conkibute to he Hybr¡d Program:

(1) Effective July 1,2013, shall conhibuto sevsn percent [%) of heir monhly salaries up to five-hundred

fifty dollars ($550) and ten percenl (10%) of their monthly salanes in excess of said amounl.

(2) Efiective July 1,2014, stallconhibute eight pointfive percent (8.5%) of heir montlly salaries up to five-

hundred ffty dollars ($55()) and ten percent (10%) of úEh rnontrly salaries in excess of said an¡ount.

(3) Effective July 1, 2015, $all conribute ten percent (10%) of their tull nonhly salaries.

The participants of the Program under s.¡bsections (a) and (b) of ihis Section may voluntarily contribute to
thek account an annu¡t in addition to he one established here. These contributio¡s $dl be credited to he
con[ibuüon account of each pa¡ticipant of he l-lybrid Program. The Administrator $all establi$ the way in

which úre participants may make addiüonal confibutions.

(c) Mandatory Contribution for the Purchase of Disability lnsrance - Every participant of the Hybrid Program

shall mandatorily conbibute to the disability inorance establi$ed in Section l'l12 of Chapter 5 of Act ltlo.

447, for rvhich hei$e shall harre lo confibute s¡ch sjms, fxed in dollars or a percent of the salary, that the

Administoator, with tre approval of the Board, determines hat are needed to provide the disabili§ benefil
provided the contr¡buüon required by he Administrator is equal to or less han point twenty five percent

(0.25%) of the participants salary. The conhibutions made pursuant to his sr.¡bsection may be credited

against and will reduce the contribulions hat lhe participant of the Program is bound to pay to lhs
Commonwealh of Puerto Rioo Employees Association as providd in Secüon I of Act No. 133 of June 28,

1966, as amended. The mnhibutions made under this subsection siall not be credited to the participants

account

Employer Conhibutions to the Svsbm (ERS and llvbrid Proqram)

On July 6, 2011, the Commonwealth enacted Act No. 116, irrcreasing the employerd contribuüons rale from9.275%
to 10.275% of employee compensation for fiscal year 20ll-2012, an additional 1% annually for each of the next four
years, and 1.25% annually for each of the five years hereafter, reaching an aggregate contribution rale oi n.525o/"
effective July l, 2020.

Every employer, beginning on July 1, 2013, shall mandatorily contribule to the System he following:

July 1, 2013

July 1,2014

July 1, 2015

Twetue point two hundred seventy-five perce;nt(12.275oÁl of the salary of each participant

Thirteen poinl t$io hundred seventy-fwe perenl (13.275%) of the salary of eacfi parlic¡pant

Fourteen point two hundred seventy-fve prcenl (14.275"4) of he salary of each
participant
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July 1,2016

JUU 1,N17

Ju¡y 1,2018

July 1,2019

July 1, 2020

Fifteen point foe hundred twonty-five percent (1 5.525%) of ülg salary of eadl pdbipant

Sixteen point seventy hundred seventy-five percent (16.75%) of the sda.y of eadl
participant

Eghteen point twenty-fwe p€rcent (1 8.025%) of Üre salary of each patidpa't

Nineteen point two hundred seventy-five percent (f9.275%) of he salary of eactt

participant

Twen§ point five hundred twen§-fve percent (20.5257d of the salary of each participant

Death, üsabili$ or Terminal lllness Beneñls

Dealh of a Participant in Act¡ve Service

Upon deah of any person wip is rendering services and lvin had contribuüons accrued in lhe l-lybrid Program, hese

contribuüons shall be reimbursed to the person or persons he participant had de§gnated hrough Mitten order duly

acknowledged and slbmitted to the Administrator, or to his/her heirs, in the event srch designaüon had not been

made. The reimbursenpnt Srall be equal to tre s.rm of lhe conbibutions and úp investrnent yields up to he date of

he demise of the participanl The Administrator shdl collect fom the conbibutbns any debt he participant may have

with the System.

Death of a Pensioner

lf a pensioner dies without having mnsrnred all of his/her pension paynEnt conhibutions, his/her designated

beneficiaries or, absenl sucft designation, hidher heirs, shall contínue receiving lhe nnnthly pension paymenis unfl

the contibutions of the parlicipant are completely constmed.

Separation from Service for Disabilitv o¡ Terminal lllness

The balance in he confibution acmuni of every paticipant of the l-lybrid Program lvho is pamanenüy sepaated fom

service due to total and permanent disability, due to disability purstanl to Act No. 127 of June 27,1958, as amended,

or due to terminal illness, as determined by he Administrator, shall be disbibuted to the participant by the

Adminisbator in a lump sum, or through he grant of an annuity, or any other optional form of payment pursuant to

Section t110 of Act No. 447, at the opt¡on of the participant

Beginning on June 30, z)13, no disability pens¡ons shall be a rarded pusuant to Sections 2-107 tfrru 2-111 of Act No.

M7.

Disabilíg lnsunnce

lhe Administrator, with the approval of tre Board, shall establish a disability benefils program, which shall provide a

temporary annuity in the event of total and permanent disability. Disabilif benefits may be provided hrough one or

more disability ¡nsurance mnlracts wiú¡ one or more insrrarrce conpanies authorized by he lnsrance Commissioner

of Puerto Rico to conduct bu§ness in Puerto R¡co. The determination as to whéther a person is partialry or totally and

permanently disabbd, shall be made by the ins.,rance company hat issues he inswance policy covaing the person.

Ál the particjpants of the Program who are employees shall avail themselves to the disability benefits program in the

manner and form established by üre Administrator. During fisal year 201L2015 tte disability insurance arnounted to

$5,233.
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tho Additiond Benefb Program is establi$ed br perximers of the ERS; sakl benefib ae separate ard $dl not

form part of he pendon or amuity.

Exoept for tnse persons wtp retire under Ch@ter 5 of Act ¡b. 447 of May l§ 1951, c amnded, arety person who

was receiv¡ng a pens¡on o¡ benafit under Act llo. ¡147, or he pension plans vpaseded ry [ or ffy oher lart,

adminislered by üte Adrúnisfator of tre ERS, exduding *ty persn who b receiving a pendon s beneft under Act

No. 12 of October 19, 1954, as anpnded, $dl be entited to receive ürc following benefits:

(a) A Medicaüon Bonus equd to ono hundred ($l m), vJhi$ $dl be pdd no later han July I 5 of each year;

(b) A Chrisrnas Bonus equal to two hundred dollars ($200), whim shall be paid no later han December 20 of

eadt year; and

(c) A Crcvemnrnt contribution for health benefits for employees covered by healb benefit plans under Act No.

95 of June 29, 1963, as amended, of one hundred dollars ($100) nnnhly for pensioners of the Employess

Retirer€nt Systsm of he Governrnent of he Comnpnwealth of Puerto Rico, but it $all not exceed he total

annunt of he conesponding fee to be paid to aty erployee.

ln order to fund the Additiond Benefits Program and üra ERS, beginning on fiscal year n1ln14 and every

subsequent fiscal year, úre ERS Srall receive a contibution Eual to tu¡c úrousard dollars ($2,000) as of July I of

every year for every pensionsr of ürc ERS who b,egan to uiprk in tre Public Se¡vice on or bebre of Decsmber 31,

1999.

lhe Administraüon of the ERS shall determine üle total amount of he specid additional mnhibution provided in ún
áove paragaph and $all send a cerffcation lo üre Diredor of úle Offce of Managenent and Budget ad to eadt
public oorporation and municipality whose employees ara relired t¡rder he ERS, informing them the arnount

conesponding to the special addiüonal confibution.

The funds to cov€r the contribution desqibed above, wih resped to pensloners of he Central Govemment $dl be

dlocated in hs Budget of Expenses of he Governmont of üre Corrmnupalh of Puerto Rico. Public corporations and

municipalities wtnse employees are correred under this Acl shall proviJe úre furds to oover úle mnúibulion dessibed

in Section 2 wih respect to heir pensionors.

lhe persons who rstirg undsr th3 provisions of Act 3)!1999, known as Reürenent Savings Accounts Program', and

under Chapter 5 of Act No. ,147 of May 1 5, 1 951 , as amended, shdl be excluded ftom receiving the benefits granted

under Act

Pension üabiliti*, Fenson Erpenses, and Mened Outfuwsllnf,ows of Resurtes Rdatd ,o Pelrsions

The Municipality Net Pens¡on Liability for each plan program is measured as the poporlionate $are of tte Net

Pension Liability. The Net Pension Liab¡lity of eacñ of he plan program ls measrred as of June 30, 2014, and t¡e
Total Pension Liability for each plan program used to cdculate he llet Pension Liability was determined by an

actuarial valuation es of Jun6 30, 2013 rolled forward to June 30, 2014 using standard uÉate procedures. The

Municipality's proportion of the Net Pen§on Liability was bas€d on a projection of the PRP's long-term shars of
confibulions to he pension plans program relative to úe projected contr¡bulions of all participating employers,

actuarially determined.
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ths Mun¡dpality l'let Peñion Liability for eadr plan program is measired es ün poporlimate $as of üls Net

pension UaUinty. The l,let Pension Udility of eadr of tre plar program is meas¡rcd as of June $, 2014, ad he
Total pension Li*l¡tity tor edr plal pogram used to calculate tre Nat Pembn Li*ility w6 detamined by an

actuaid vdualion as of June S, 2013 iolled foward to June 30, 2014 udng dardard uNate pocedures. The

Municipditys proportion of tt¡e Net Pension Liability was based on a proieclion of Úre Municipal¡t/_s.long-tem shtr6 of

conf¡Uutioñs io ihe penSon plans pro$am rolalivs to he proiected mn[ibuti:ns of all paticipating employ€rs,

actuadally delermined. At June 30, 2014, h6 Mun¡c¡pdity's proportionate *rare wm 0.05976%. The MunkÍpality's

proportionate Srare of he Net Pension Liability for eadl plan as of Juns 30, 2015 was * follows:

FM ÍE HSCALYEAR E}D@.TiE 2i15

Pro po rlionate
Share ot l{et

Pension

L¡abil¡y

MNumber4,f $ 14,184,72E

ActNEnbe|l 2,582,850

Ad Núnb€. 30S I 216,W.

ToblNetPend Ll¡büU S 17P84'101

Deferred

Outfiows of
Resources

Psns¡on contibutons $bsequent b measurementdab $ 620,961

üftrences betmen acbaland expecbd experience

Chanoes in assumpüons

Change in employels propor¡m and difrrences

betreen te employer's contbuüons and he

employer's poportbnab shar€ of contbllions

l,let dÉrences betreen projecbd and act¡al eam¡ng§

on plan investnenb

Tobl

805,8S6

s 1,426,857

D,eferred

lnfloYÉ o,

Resources

$

143,9't9

$ 143,919

as pension expense as follows:

For ún fiscd yea ended June $, 2011 Üre irfunicipality recognhed pensbn expense of $1,001,379. As of Jüne 30,

2015, he Municipdity reported Defened Outflows of Resources and Defened lnflows of Resources related to

pensions from he fdlowing surces:

$,|,426,85/ reported as Defened Ouffiows of Resources related lo contributions subsequenl lo the moas rsment date

will be recognized as a reduclbn of ü¡e Net Pension L¡ability in tho year ended June 30, 2016. Oher amounts

reported as Óefened Ouffows of Resouroes and Dofsned lnflows of Resources related to pensbns will be recognized

FiscalYea¡
Ended

Juns 30

2016 $ 28,784

2017 28,184

20 r 8 28,784

20'f 9 28,781

2020 28,783
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Act tañal Assrnpdons

Acfuaid vduatiorc of ERS involves estimatss of he reported arnount and assrplions about probáility of

occunence of events fs into tln future. Eramples indude assrmplions about future employment rnortality and future

saltry incfeses. Amounts determined regadirg üre not pen§on liability are subject to continual revis¡on as ach¡al

results ae conpared witr pa§ expectalions and new eslimates ae made about úre fufure. The last experience sfudy

was conduc,ted in 201I and he next expeísnce sfuÜ is sáefuled for 2016.

Tle long-term expected rate of refum on pension plat invesbnents (6,75%) was determined using he nonloan

portion of tre porfol¡o that was adopted by the Board during December 31, 2013 as shom below ad M¡ll¡man's

capitd market assumplions as of June 30, 2014. ln addition, ürc assrmpüon reflects hat loaE to members comprise

approximately 20% of úre porfolio and, as prwided by Sre ERS, hare an approximate retum of 10.0% Úlh no

volaülity.

Asset Class Target Allocaüon

Domesfic Equity 2504

lntemationd Equity 10%

Frxed lncor€ 64%

Cdr 1%

Note hat his new interesl rate assumplion of 6.75% per year is just slighüy higher that the debt service on sone of

lhe Pen§on Obligaüon Bords. The debt service on the Pmsion Obligation Bonds ranges tom 5.85% to 6.55%.

Under GABS No. 67, the investnent retum as$mptxcn is an input that ¡s used in üle c¿lo¡lation of the single

equ¡valent interest rate hat ¡s used to discount hese benefits to determine tho Total Pension Liáility. As a result of

he increase in he inveshnent retum msumption, úre assumed investrent refum on the Defin€d Contribuüon l-lybrid

Confibution Accq¡nts program (80% of the net invesfient retum assJmpüon) was increased from 51204lo 5.40oÁ.

The fotal Pension Liabilities in the June 30, 2014 act¡arial valuations u/ere delermined using he following achrarial

assumplions:

gd¡aadt0áe &rÉ ü),2011

M€§¡eoeñ t,¡ae Jnr¿ 3,2014
Aro,rk€.gt Meú{d 18 }eslscjo§¿d f.efit¡¡tg Jtay 1,201{}' h*lddE
Adr¡¡id Co$tl €fiod €r¡rJFA§g ¡btDal Co9 Hálod

ReGátr{ ¡r¡onA&r Perod l8 }+a's
,láEá.§utlfiqls:

Bs.(l¡rlR* 4.25*
lr&lifi lüA
P.yrlaGrsr¡h §A
Pr+ded Sáay lE,€se MÁ

lr¡!?sireIr Ráe d R€úr 3.10%

tlgt*y F(Ú §e't€raleñ do)€€§ r§lco,¿efeé úrl(k. Éai No. 127, R?-á00

E npblee Uo¡€&y R*519. ¡¡ *€s a¡d tsil á€§ Foieed oh 3

S€Érafffal b6b lEiB S¿ée ¡-§. For glecl be's c§.e,€d qrú¿r Á1.

No. lA, RP-2060 At doiee ¡¿ otaty PGes flqt *e bh.¿ .El3r

edlsít st§ k &de§ 4ld E!! aler, pq€a¿d a{! a §e.,e¡e§ld basir

{6!19 Sad! A{- ¿6 ge¡eÉaord E¡¡es, lney te:e€ $o¡rdly
itt tr.Á,¡eñ€rfs !üt b€br€ ard aÉr tire Íre8§¡¡.Érn etÉ d¿3. 100%d

dedrs rlib in aqrra se,lie alé ass6t €d ó te oac¡!Édt, t*
rr¿ñDel§ ccJereé ün{,er -(.{ No. '127.
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This valuation also reflects a salary teeze until Juty l, 2017 due to Act No. 66 of 20'14. While the Act No. 66 salay

fieeze mty appties to Cenhal Gotiemrnent erdoyees, public corporations s mandated to adrieve sa/ings urder

Act No. 6b, 
'ád 

,ctr¡arie" have ass¡npd tlat hey will meet hb mandats by teezirq sslaries. Also, while

munioipalilies are not irpacled by Ad No. 66, ts acfuaries hare dso assrrned he §alay fieeze for hese employees

dus lo ú|e d¡Irent economic mnditirxs in Puerto Rico.

The Aot l.b. 32 (as arnended by Aol 2¡14) Additiond Uniform Conkibution Ú¡at will be received eaú fiscal year fom

201 32033 is def ned in Act No. 2¿14 as follows:

.Additiond uniform contribution (Auc). - shdl mean, (a) for prposes of fiscd year n1m14, a¡e

hundred and turenty million dollars ($120 million) and (b) fa purposes of erch fisod year between 2014-

zi.1' and fr32-N33, he unifom conbibuüon certified by lhe extemal actuary of the ERS at least one

hundred and twenty (120) drys priof to be std of sud¡ fiscal yeaf as necessary to avoid having-te

projected gross assels of he ERS, during any $bsequent fiscal year, to fdl bebw one billion dollars ($1.0

billion).'

As previoudy rnentioned, because of the b{.dgetary consbaints at he presont tirne approximately $90.0 million of lltis

anpunt were not collected as expected during fiscal year El4. Furüter, úris addilional conlribution was reduced to

$282 million for lhe Cornmnvuedür's proposed budget for tre fiscal year 2014. Similar situation ocalrred dur¡ng

presont fiscal year 2015.

ERS net assots ha/e been exhausted in tE 201+2015 fiscal year. lf ltre increa§ng Act No. 1f6 employer

conhibutions, the Supplenentd Confifutim under Act No. 3, and tre Additional Uniform Conúibution under Act llo.

32 are not paid in ntll on an annual basis, ERS will continue being r4idly defunded and gross assels will be

exhausted.

The approximate ach¡al rate of return s¡nce the prior valuation was 88.15% 'to¡ 201}N14. This rate of rsturn is

determined on a net asset basis. Because of üre significant anúunt of Pension Obligation Bond proceeds that are

atnently invested (approximately $3.0 billion), he net asset reh.¡m of 88.15% is significant larger than Üte 8.35%

refurn on he gross asset ba§s.

The actuarid cosl mehod was revissd from proiected unit credit to the enúy age normal mehod to mmply with the

requirements of G|ASB No. 67. Due to he svitchover from endd-yetr to beginning+year census data for fiscal year

ni3¡pl4, denngraphic gain/loss during the yea is limited to the difference between actual and expected benefit

payments, which arise from difference b€tween actual and expected benefit payrnents, which arise fom difierences in

ierminaüon and retirernent activity and nrcrtality verss expectalions. During 20132014 this difference resulted in a

ga¡n of $62 million.

l/lrguid Assefs

The Act No. 32 AUC cdculation is based on úre objective of mainta¡n¡ng a $1.0 bill¡on gross asset buffer at all t¡mes' lt

is important to note that a rnaterial portion of ERS assets are illiquid in nature. Thus I he Act No. 32 AUC is not paid

in tuil and he $1.0 billion bufier is not maintained, be ERS will run into liquidity iss.res and may be forced to sell

illiquid assets, potentially at signifcant loss to üre furúrer detriment of the ERS, As of December 31, 2014 ERS had

approximately 
-$7il 

miilion ¡n illiquid assets, comprised primarily of loans to ERS members and the COFII''I,A

invest¡nent. ihis projection assurrcs that úese illiquid assets will be converted to liquid assets wfien needed. The

AUC has Increased markedly from he in¡t¡al $140 m¡llion esümate prepared in 2013'
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As of July 1, 2013, tre first year of GASB No. 67 mrnüng, a projedbn to dstemhe he C'ASB No. 67 date of

deplelion, if ary, drarld be performed s of June 30, 2013 to debrmino úre single equivdant discount rate as of June

30, 2013 used br üp Total Pension Liab¡llty as of hs beg¡nning of úE fiscd yoa. llowever, as dkected by he ERS,

tll€ asset basis ee e*rarsted in he 20142015 fiscal year and no poiection nee# to b€ perbrrrEd. The tax free

nuniipd bond index of 4.&396 6 of June 30, 2013 was usod as h6 discount rate in the dstemination of he Total

Pension Liability as of June S, 20 1 4.

l,let Pension Liability

June 30, 2ü14

Total
Proport¡onal

Share
(0.05976161

Total Pensio Liabili§ 30,219,517,000 $18,060,588

Fiduciav Net Po§ti» 127.488.000 76,187

l,l€t Pension Lláility 30,092,0a,000 17,984,401

Filucíay l',let Pmition as a % of Total

Pensbn Liáility 0.420Á 0.42%

Covered Payrd $ 3,4{p,096,000 $ 2,1s5,515

Net Pension Lidility m a 0,6 of Covered

Pavroll 862.46% 834.34%

J¡e Total Pension Liability wm determined by an actuaial valuatim as of July 1, 2013, cdalated based on the

discount rate a.rd actuarid asstmptions, and was hen prqirted foruard to June 30, 2014. There ha/e been no

significant changes between the valuation date of July 1, 2013 and he fscal year end. Any significant úanges during

his period must be relected as prescribed by GASB No. 67. Covered Payroll is as of July 1, 2013.

Diwunt Rate

The discount rate used to measrre he Total Pension Liability was 4.29oA fo¡ eaJt plan as of June 30, 2014. Tle
prolection of cash floum used to detemine the discount rate asurmed úrat ernpbyee conhibuüons Úll be made at trc
current mnhibuüon rate and hat contributions fom úre Municipality will be made at conbac'tually required rates,

ac¡arially dsterñined. Based on üpse assrmptions, he p€nsion fund's fiduciary net position was projected to be

ava¡lablo to make all projected future b€fleft payments of cunent active and inactive ernployse§ ln heory, Úp

discount rate may difier from the long{em ex@ted rate of retrm disoJssed prwiou§y. l-lowever, based on ür
proi:cled arailability of üre pension fund's fiduciary nat pos¡üm, úre discount rate is equal to the long"tem sxpected

rate of return on pensir:n plan invesúnents, and was 4plied to all periods of pojected benefit payments to dstermine

tre total pension liability. The plan's Fiduciary ¡,let Posiüon was not proiected to be availále to md<e all projected

future benefit payments of cunent aclive and inactive smployees. ThBrefore, the discounl rate for calculating he Total

Pension Liability is equd to úre single equivalent rale ü¡at results in lhe sane actuarial present value as hs long-lerm

sxpected rate of retum +pl¡ed to beneft payments, to hs sxtsnt that the plan's Fidrciary ltlet Position is prc{eoted lo

be sufficient to make projected beneit paynents, and the municipal bond rate applied to berefit paynenls, to hs
extent trat the plan's F¡duc¡ary Net Position is not pro.iected to be sufficient

Jun€ 30, 2013 June 30, 2014

Discounl Rate 4.63% 4.n%
Long-term expected rate of relum nol of investrnent

expense

6.40o/o 6.75o/o

Municipal bond rate * 4.63% 4.n%

'Bond Bwer General Obliqation 2GBond Municipd Bond lndex
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lE. PEil§ON PIANS - cor¡¡hrdon

According to Paagr4h il of Statenrent 68 üE ¡ong-tom discount rate $ould be detonined wiütot¡t red$tbn for

p€nsion plan adnünisfative ogense. Using his loner discount rate has resited in a digh$ higher Totd Pendon

Lidility ad ilet Psfld'rn Liat lity.

@iloilIEALTH OF PGRTO RICO

Aurotlomjs tfrnrc"Arny oF SAt{ l¡RElzo
iloTEs ToIHE BASIG FiIATICIAL STAIffifiS

FOR TIf ESCALYEAR EiM.Xffi 20,l5

ch¿ng€3 in ¡ld Penion Uati[ty

lncrme (Ih6ree)

Iobl Pcmion
Uability

Pl Fiduc¡ry
tkt Positon

Nd Pfis¡oi
Uatility

Proporüonal
SlEa

Eahrlce I d,fule 30.20'13 u8.941 .366.000 $ 70l,sf .000 $28210.m7.000 ¡1 7,101,016

Cl¡ancs b h€ vec
S€rvbe Cod 419.180.000 419, t83,000 250,5()1

lnbr€s{m ToH Pefl*m tiüliu I .32t .178.m0 t.@t t78.m0 789,i15

Eftd otPbn CfEngEs

Efrct of EcorunitDslEgr+hic (Gaim) 0f
LM (61 .856.000) 6't.855.m0) 06.965)

Eftdof ¡s mlins ClEEes q lrp¡ts 1,198,308,m 1.198,s8.m0 716,100

B€nelit Prvm€nb (1.508.965. (1

AÉn¡úúalire Eoenses 29.5S.0ü) 11, ?

Oüref Éogrsés (25.875,m) 25¡75.000

CosbofBdds (n.9/.7. 192,917,0ü) 'r15.305

M€n56r Cdlñficris 3@,862,000
253.568.0m

f369.86 (1Á1.61

f,¡et lrvesün€nt lrcúrle
ErDhúer Contlxlbr§ 6m.ü24.0m (660.024.000)

Eahnct 6 d,¡rle 30, m14 $«),2't 9,51 7,000 3 127 i188.000 $3¡.@2.029.000 $17,S81,401

ERS is sdleduled to review all acfuarial assumptions as part of its regular Asset Liability Management (ALM) review

cyde ürat is scheduled to be comdeted in Septemb€r 201 6. Any changes to he discount rate will requke Board aclion

and proper stakeholder outreadr. For these reasons, ERS expects to conlinue usirg a discount rate net of

adminisfiative expenses for GASBS's No. 67 and 68 calq¡lations hrough at lsast úte 201G2017 fiscd year. ERS will

conlinue to dreck the materidity of he difier€nce in calorlation until sió tire c acüprid hare dtaqed hls

mehodolory.

The long{erm expected rate of retum on pension plan invesbrrnts was detefidned using a building,¡lock rphod in

wtrl*¡ besl-estimate ranges of expedod futuro real rates of reurn (expected reums, net of pens¡on plan irwestnent

sxpenso ard ¡nflation) ae develo@ fu eadt maix assst dass.

Saadtlvtty of he hoportionafB Sr,ete ot frre lref Pq/rslon Uabiliry lo Changes in tln ttwunt Rate

The folloring presents the Munb¡pality's propolionate shae of he ¡,let Pensim Liability for erch plat program,

calqiated usirp he dismunl rate for each plan prograrq as $¡dl 6 what the Muniipditys proporlbnate $are of the

Net Pension Liability rrvouH be if it r,vere calculated u§ng a discoml rate that is I - percentage po¡nt lorver or 1 -
percenlage point higher than lhe q¡rent rate:

1%

Decrcase
?.*4

Crnent
Discount Rde

4.84

1%
lmrease
5Jph

Totd P€ns¡m Liálity $20,480,853 $18.060,588 $16,053,797

Frd.rciary Net Po§lion 76,187 76,187 76,187

Net Pens¡m tj*ility §214046§6 §JZ&41 §15922.610

&l



COflrcilWEALTH OF RERTO RICO NorEsro rHE BASE FilAt{cnl SfATErBrs
AWo}IO5US MflEPAtTfY OF SAI IORBIZO FOR IHE FISCATYEAR E.IDED JUlc AO,2OI5

, 6. PENSIOiI PI.AI{S - co¡tnr¡ton

hyable lo lhe Patslon Pln

Al JurB 30, $15, üre Municipdity reported a payable of $90,288 for he outstanding arn@nt of mnfibutions to t¡he

pension dan requirod for the year ended Juns 30, 2015.

Pension Ptan Fduclay ltref Fosüoa

The Enployee s Rslirement System of üle Govemment of he Comrnonr¡/ealth of Pusrto Rho proviles addiüonal

information of t\e Defned Benefit Program and l-lykid Program. they issre a publicly available financid roport hat
indudes financial $aternents and required urpplementay irlormation for ERS, as a compon$t unit of he
Commornvealür. That repo¡t may be obtained by wriüng to tlre Adminisfation at PO Box 42003, Mini[as Stalion, San

Juan, PR 0091&2ü)3.

17. HEALTHCARECO$S

During tihe yea ended June 30, 20q) üle Cor¡emor of tlrc Coñrmnn€dth of Puerto Rico required to Üs muniipdities
of Puerto Rir:o an annual conbibution to sub§dy üte mst of fre imflenrentation and adrúnisfati:n of ürc Healthcare

Reform. Sudr cor¡úibutions ae required to be disbursed from generalfund opaating bu@et Totd cottifuti¡ns made

by úre Munftipality anrunted to approximately $624,038 for the fiscd year ended June $, 20'15.

18. CONIINGE},ICIES

A Gaims ard Judgments

The Municipality ¡g at present, a defendart in a number of legal matlers hat arise Fom dleged impropor

application of @icies ard negligence in he ordinary course of üre Municipali§'s activiües. The legal counsel of

the Municipality has advised úrat at this stage in üre proceedngs of lawsuits he cannot ofier an o¡inion as to the

probable o¡lcome.

ln addition, ü}g Municipality is a defendant or codebnda¡¡t in sev*al legal proceedings, whid| are in discotery

stage. Certain of úlese claims are covered by ¡nsurance. Legal munsd wih ú¡e information otnently available

cannot determine the fnal outcome of t¡hese clains. Accordingly, the financid statements do not indde
adjustnent, if any, hat could reslrlt fiom üp resolutrcn of this legd proceeding. Ho ever, it has been Ú|e

Municipality's experience hat srú actions are selted for amounts stbstantially less than úle daimed anpunts.

B. FederalGranb

ln the normal course of opaaüons, tre Municipality receives grants tom various Fed€ral and State agenciss. The

grant programs are urbject to audlt by agents of the grarting auúority, he purposs of which is to en§Jre

compliance with conditions precedent to üre gran[ng of funds. Any l¡ability for reimbursenent w ú may arise as

the result of hese audits is not believed to be material.

19. COMMITMENTS

A. Operaüng Leases

The Municipali§ leases equipment under various operating lease agrs€rnents, which generally have terms of one

year or less and are automatically renewed for the sarne term. Rental expendituredexpenses recorded in the

general fund for the year ended June 30, 2015, arnountod to approximataly $71,500. Management believes that

the ummary of üÉ future minimum rental mmmitrnents under noncancelable equipment lease with terms

exceeding one year is not material to the basic financial statements taken as a whole.
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cofúHoNwEALTH oF PLERTo Rlco

Auroilouous lrts[cpAr.Jty oF SA]¡ LoREtzo

].¡oTEs To THE BAsIc FilA{qAL SÍATETETÍS

FoR THE FISCAL YEAR ENDED JI.$E 2t15

19. COMMIIMENÍS - condn¡ralbn

B. Construct¡on and lmprovemerd Commitments

The MunicipdiV had eno:rnbrar¡ces at &ne 30, 2015 for úre conshucüon, improvements, or renoraüon of

several municipal fmilities in he following funds:

E¡¡c¡mbdad Fo¡ tunoü ReporH nihh Fulld B¡htE¿ Cl¡siñ.¡lidr

otler Golerrmsül Fünds

oül€r Got€r¡medal Funds

&üúr ReFs frad Rernodd

CüÉu&o dJo6* Donir$c¿ Uray
s 2tr0.m Redi*d h h¡rrovÉIlst b Redeabnd Fdy

50m Resiildb Corú'iún d F«fly

C. Other Commitnents

At June 30, 2015, the general fund had a deñcit of $1,422,1¿t9 which will be covered wih future budgetary

appopriations of the general fund. lhe deficits result fom the accrud of expenditures wittout acouing

intergovernmental revenues for reimbursement of expendifures. As rEuired by cünsnt slandards, the

Municipality recorded intergovemnpntal rsvenues for reimbursement-based (expendifurMriven) grants on GFFS

when all applicable eligibility rEuirements have been met and the resources are arailable. Any amount not

covered by he conesponding aw¿rd will be mvered úth future budgetary approprialions of the general fund, if

necess¿try.

20. NET POSITION RESTATEMENTS

The folloüng reconciles úre June 30,2014 Net PosiÍon, as previousty reported to Beginning Net Position, as

restated, July 1 , 201 4 br ho various tunds:

I'let Forilion, as Be*:dy Repatd,

4fne30.2014 $ 24,455,m

lmdem€nbton dGAS868 (16,483,65)

Beg¡nning f{etPolr'tion, 6 &dabd,

Aülyl,20l4 $ 7,9r,9{8

NEW ACCOUNTING STANDARDS

The provisions of the following Govemmental Accounting Standards Board (GASB) Statement have been

implenented for he year ended June 30, 2015:

GASB Statement No. 68. Accounfno and Fr¿ancral Repo¡úho for Pensions. Th¡s Statement replaces the

requirenents of Statement No. 27, Accanling for Pensions by §ate and Lcral Govünnental Enpbyers and

Stalement No. 50, Pension Disclosures-an amendnenf ofGASB §afements No. 25 and No. 2/ as hey relate

to governments that provide pensions úrrough pension plans admin¡stered as trusls or §m¡lar anangernenls that

meet certa¡n criteria. Staten:ent No. 68 requires govemments providing defined benefit pensions to recognize

their long-term obtigation for pension benefits as a ¡iabil¡ty for lhe frst time, and to more comprehensively and

comparably measure the annual costs of pension benefits. The Statsrnent also enhances acmuntability and

transparerrcy though revised and new note disclosures and required supplementary informaüon.

The primary governrnent of the Commonweallh, as well as ¡ts component units and lhe municipalitieg are

considered 'cosl-$aring' employers of the Retirement Systems; therefore, lhey would report its allocaled share

of he Commonwealth's resulting Net Pen§on Liability from StateñEnt 67 as follow§:

. Based on theh respective individual proportion to the colleotive net pension liabili§ of all the

governments participating. 
ss

21.



ComoilIEALIH oF R.Bfo R@
Auroilorcus ,fixtc"Auly oF SAr LoREtzo

iloTEs ro rHE BAStc FnAroALSrArEErs
FmfiE RSC¡LYEAR ENDo J.iE 201s

21. NEW ACCOU¡{fll{G SÍAI{DARDS -co¡tn¡*on

. The proportion should bo cons¡stent wiü he rneúlod used to sss contrihiions (percentage of
payroll). lhe us6 of h6ir ro€pedive long tem expected contdhtbn offort to Rotirsmont SlSens divided

by tne of all govemments in ha plan, is encouragod.

The povisions of úris SlatenBnt are effective hr finarcid stabmsnb for perlis beginning after June l5 2014

(FY201+201$. Eadier application is ermuraged. The Conmonwedh and üle Retirement Systems are in he
process of araluating hs impmt of h¡s Statsment on ib agenc¡es and component un¡ts ard dso on hs
municipalit'es of tre Comn¡ornredth. Tho infomration to adopt ütis Statement will be basod on he netv actrrid
rsports to be prepared unds trh€ new Staternent l,¡0. 67.

GASB Statenrent llo. 69, Gocrnmenf Conbinaüors and Dsoosals of Govérnmenf ooerafions. this Statement

establi*¡es accounürq ard fnarcial repo'ting standards rdaled to govemment combinations atd d¡sposals of

govemment operations. As used in his Statemen! he term govsmert mmfinalio¡ts indudes a vaiety of

transactions refuned to as nnrgers, acqulsitionq rd trans'fers ofoperaüons.

The distinction between a govemmenl rnerger and a govemment aquisition is based upon lvheher an exchange

of significant consid€ratioñ ¡s presant witrin úp conüination transaction. Cjovemrnsnt n¡ergers include

combináions of legally separate enüties wihout ün exchange of significart cons¡deration. This Statenpnt

requires he use of carying values to ffBa§lro he asseb and liabilities in a go/emlEnt rnerger. &nversely,
govemrnent acquisiti:ns tre bansactions in whiú a govemment acquires anoher enlity, or its operalionq in

ex$¡a.se for significat consihraüon. Ihis Stabment requ¡res rneasrements of assets acquired and liáililies
assumed generally to be bsed upon their aquisiüon values. This Statsrnent also provides guidance for tansfus
of operatims ü¡at do not oondit¡te entire legally sep ate er itiss ard in which no s¡gnificatt consiieration is

exchanged. This Statement defines ün term qperaúbr¡s for purposes of dstor[úning üte +dicaUlity of útis

Steternent and requires he use of carying values to nesrre he assets and liabilities in a bansfur of opaaliom

A disposal of a gwemnnnts operatons resulls ¡n he r€rnoval of specific aclivities of a goremment This

Statement providos accounling and financial reporting guidance for disposals of govemment operations hat ha/o

been bansfened or sold.

GASB Staternent No. 71. Pensron lransiúon for Confiíb¿r6ors Made &rbseousnl fo ff e ,i,leasuremenf DafHn
anendnent of GASB Slatment No. 68. This Statenrent el¡rinates a potonlial source of understatetnent of

restated beginn¡ng net posilion and expense in a govemrnents first year of i[plementing GASB Statsmsnt No,

ú, A@unting and Fimnciat Repuling ,br Pensior§. To conect his potential understateíEnt, Statement 71

requirss a state or local gorannen! wtren tañti:ning to the new pemion sland ds, to remgn¡ze a beginning

defened ouüow of resources fo¡ its pension contribuüons made during lhe time betupen the measuremerlt date

of trhe beginning net pen§on l¡ability and he beginning of úre initial fiscd year of implemontation. This arnount will

be recognized regadless of whetrcr it ¡s practical to determine the beginning amounts of all oher defened

oufrows of resources and dsfoned inflous of resources related to pensbns.

GASB 69 does not have any impact on the Municipalily's financial staternents.

22. SUBSEQUENTEVENT

ln preparing these fnancial statements, tho Mun¡cipal¡ty has evaluatsd §gnificant transaclions for potonüal recognition

or disdqsure trrough March 31, 2016, úre date lhe finarcial statements r¡ere issued. Based on sdl analysis, no

dditional bansac['on need to be recordod or disdosed.

END OF IOTES
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R¡olrRE §rPPtffifiARY lilFoRrArPil
BUDGETARY ffAREo Sol@UtE-GflBAt RilD@IIOITEALTH OF HfRTO RCO

Arrotlorcus milEpALnY oF SAr LoRElzo FoR r¡€ Fsca \tAR Elm.¡.hE 30,2015

A¡iüal A¡munt3
(B¡dg.hry Bacis)

t§.. Loop.n ¡!
iao¡.)

$ (413¿170) ¡ (dtu,t7qa,mEfAfrf Fu[D BALA]ICE (DFlClT), JULY I, ml4

Rssdrc€s (htffi):

ftopsty Tares

Vofume of Alsiness Taxes

&hs and usage Tares

Corsüudbn Boise fG
hbrgor€mm€rlal RBv€0ues

Relt

TransÉr in

lil iscelaneous

Total Resourcés (lnfloYs)

Am ounb AEikble ftr ApFopridixt

Cl¡arges b Apprqridims (OuúqÉ):

l¡a}or and Mur*id bgi{aht6
@salGorerrned
R¡b¡c S#y
h¡blc ltbrts
Cu[re and Recreali¡r

Heh and Sanldin
Hunan S€rvices and lrr€Ére

C?hloulals
Tran*r to oher Fmds

Tobl Chúg€s to Appoprilions

zuDGETARY FUID BA|-ANCE (DFlClT), JUtiE 30, 2015

Oigind

$ {4r3¿r7o)

3,1rr90
¿675,000

1,251,500

306,m0

6,1rq269

110,m0

188,000

Yarianco wiüt

Flnd Budgd

$

14,364,559 rd36,1,559 14,§2Í2

q417,790

2,675,000

1,251,S0

$6,000

6,'t 13,260

110,000

488,0m

3,117,790

2,65r,667

t,286,531

316,586

6,585,153

75,533

309,534

2E3,928

(ri,333)

32,031

10,586

17't,884

(34,167)

309,C}{

w,072)

598,ldl

10,23¿389 10,23¿389 '10,830,552

2175,641
7,5t7,013

50r,705

1,503,189

456,03'l

't,'tQ271

119,535

36,500

5@,368

¿534,691

7,708,042

{1¿333

1.656,563

$1,067

1,126,865

138,01t

946r6
251,378

2,121,74'

9,116.65'/

366,602

1,707,14

1n351
t,124,ü30

,l37,995

9't,9(E

25-/,378

508,163

4r¿953
(r,€8,8r5)

m,ñ1
(50,590

8,7f0

zü21
16

2,711

14,364,569
,t4,364.569

$ (413¿170) $ (4132,170)

The ac.ornpdyirig Notes lo Realed S¡Idem€{lky lnbmdir arc an inlegrd pa¡t oftis sch€drle.

8t
Unaudted

'15,366,021 (1,001,162)

¡ (453s,16s) $ ({03,a9)

&¡dgEt Alr[unt



Co UoiIWEALIH OF RERTO RCO

Auroilorcus Mu{EPAtJtY oF SA¡{ LoRBlzo

souc€dlnll sof R€Éources;

Arl¡d Amooñ (Budge{ry Baúr)'Avdóle frr Apprwi{od tom úe

BudgeEy Compdi¡n Sdedüle (See Page x)

Dfkence - B¡dSdb GAAP

GASB 54 Recbiftdoo dRa,gllre

TheFund Bsf rce (D@ dúG BegiuüE dYeü'§ a büdgeEyresome Mb nota

CúrontY€a Ra¡rnue t[ ¡EEiil reporft{ ptrpo§e§

T.ar§*s icn dler t&ds ae ¡nlo6 of h-4€ky re§qJrces hJt are nd

rel,/en¡.E§ tr ¡facid repqlitE Frpo§es

Td Relpnues 6 R€9úbd m tle W¡s{ dcoHnmsfalFun& Ra/En¡eq

ES€flfrrcs ad clEnges in Fünd BdarEe (See Pagie )(x)

Usesouf lors of Resoutc6:

Ad¡al Anoünb (Budg€§y Berb) T0B chages b App.Wi.(n' tom üe

BudgeHycompübon s{neduh (See Page )o()

Dikence - Brdgdb GAÁF:

Non hdgeby aeend¡rEs (oeendtres rcddIcsaon GASB 54)

En(rlrúrances b §upp!€6 aü equim€flt order€d but not receiwd re reporbd

h he yea t¡e qder'§ pbced hr bud@y repqnE puPoses

Paymen§ denfilflúrance§ dpir fa úd re eüpendi[rcs h haril reportu

pupGes butae ¡lotoutu br hr{etsry pup6
Tr¿n#s b oúEr l¡ü5 ae (x¡Uorc otbudg€Ey rc§ome§ b¡n ae nd

e4endii¡es tr fÍancjd reporÉU püpo6e§

Tod fuendürres as Reportd on ÍE S&n€llldcoÉmmeíd Furds RaÉnu€q

E)eeiúirEs ad cl¡ §€5 h Furd Bárce (S€e Page )d)

Er{D OF rI. S SECÍON

ilorES ro REaTRED §,PPLEIE{TARY lxFoRrullpll

BUDGETARy GoupARtsfl ScH@uLE - GB¡RAL FullD

FoRTHE HscÁL YEAR EIDED JUNE 3II,2OI5 *

Geierd Rrd

$ í0,830,564

39,03,8

\1?.170

(30s,534

$ 14,6C2,726

$ 15,366,02'l

p38,530)

&1,905

(25r,378)

$ 14B72rqq

&rdget{y Reporting

The Budgetary Cdrparison Sdredule - Generd Fund is tresented as Required SupplenEnlay lntormalion in

accor¿añe *íU Ce§B Accounting Stardard Codifcalion Seclion 17$, TliP- Budget arñ Büdgdary Accarnling.

Formd ard legal budgetary control is based upon mqirx dasses of expendifuies knouin as functions.

Eehnalioo ot Differeffes Bd{e€fl Bt¡dgdary lnfhrs a¡d outñorB ad GAAP R€renues and E)Qefldi¡re§

Unauc¡l€d
88
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SEcror¡ 8 HorrsfiG GoEE\roucHms PRocRAr-
FrurcnlDeuSomuu(RQ034

ElffnY IirDE BArA]*cE $rsr §nraev
üJlE 30,2fll5

Line lted No.

Assets

111

113

100

Curent Assds - ca6h:

Cdr - Uresti*d
Cdr - Ofter Resticbd

Totd Cash

Recárables:

Accounb Recdvále - PHA Proiecb

Acounb Receivabb - Olrer C*vernment

Frald Recouery

Total ReceivaHeg Ne{ of Alowances

for Doubúul Accounts

Totd Cunilt Asseós

Total Assets

Defured O¡úow of Resources

Totd Assets

Cunent Liabilities:

Aeounb Payáb <= 90 Days

Accounb Payále - Oüer Government

Total Cunent Liabiliües

Total Liabilities

Equity:

Reckided Net Posiüon

U nrest¡icted Net Position

Total Equity / Nd Posiüon

Total Liabilities ald Equity I Net Positbn

Value

$ 30,614

1,789.00

3a«13

't4,24',1

608

1,632

19,181

5l'88,1

51,E84

$ 51,88¡l

¿800
21,433

24?8,3

24n3

f,789

2\§2
27,651

I

121

124

1n

120

150

1g)

N
29O

Liabilities

and Equity

312

3«l

310

300

511.4

512.1

513

600

The accornpo.rying l¡oles lo Fmnciá¡ thh Sch€d,le are an i0legral p6l of hb St+plemenlary lnfo.malirn
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ComoilUYEALfH OF R.ERTO R@
Auroilorcüs MuiltctpAurY oF §Att LoRE{Zo

Scnot 8 Housnrc G{olcE\rouc]ERS PRocRAr-
FilArcqL DArA SCHEDUTE (R8037)

PRocRAr REvEilEsAm EpEilsEs §JrnARY

Lino lbd l{o.
RctpnuoS

706m HUDPHAOperdrBOaÉ
711C0 lrn esünent hcorne - Unrcsti*d
71500 Oüpr Rarsnue

7fxm0 Tohl Re\¡lnuos

E¡penses

FOR II{E FISCAL YEAR ENDED JttrE :¡{I, 2OI5

s 565,070

z§
46,251

602,56'

43,270

,tT

5E,330

58,33{t

$1,U
506,666

31,661

s6,61,

t____!e09

12, 4
12584

¡ 18,484

(e,164

$

s

$

25,62

1,789

1,m

1,112

$1m
9r500

91600

91900

91000

989m

97000

1ml0
10100

97000

97300

97350

gxxt0

Adn{nlstratiw:

Adm inbbalive Sdaries

Employee Benefit Contbr¡üons - Adm hi#ive
Office Expense

Oüler

Tobl Opereting - Adrinistratiré

Totd Operaling E:genses

Eress of Operaüry Rewnue on¡
Openting E)penses

HousitB Assitance Paymenb

HPA PorÉiliv]n

Tobl E¡penses

Ercess (Deficiency) of Totd Re\cnuo o\ér

(under) Tobl E:genses

@raürg Trander in

Total Other Flnanciry Sources (uses)

Eress (Oof¡clencf) of Tokl Re\pnuo o\iet

(under) Tohl

ltlerrb Account lnf ot¡r¡at¡on:

Beginning Equity

Prior Perif Adjusfnenb, Equity Transbrs

a¡d Conec{on ofEnon

Adm inisha[ve Fee Equly

Housing Assidance Paymenb Equity

UnitMontrs Availde

Number of Unit Monhs Leased

10000

'11G0

llo/li)

'11 170

'11'180

'11190

'11210

TIle accornporrying tbles lo Fináncial Dala Sledrte are an inlegd parl oÍ lh¡s St4plemenlary liformatorl.
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OomoiflTEALTH OF PI,ERfO RICO

Auroilomjs l,i.iltcpAtflyoF SAI LoRErc

Sfioil 8 Housrc GroE'E\rous[RS kocRAr-
NorEs ro FfiAilciAr. DATA ScHEDt tEs (R0037)

FbR rHE Esc¡LYE R EroED.¡r{E 30,2015

BASS OF PRESENTATPN

The acconparying F¡narcid Data Sdredule (FDS) irdudes he Section 8 tlou§ng Ckice Vottders Program

activities of tle futnorot¡s lrluniÍpdity of San Lorenzo d üp Corrmnrcdür of R¡sto Rico (Munftrpdity). The

inbrmation in he FDS ¡s presented in accordance witr the requirarnnts of HUD's Unifun Finamial Rryting
§ardardE br HUD tfo'tsing Pqans. Bocause üp FDS presents only a sebcted porllm of ür operatii:ns of

Municipdity, it is not inlended to and does not present tre finarcial position, or dtaqe in net porsition of tp
Municipality.

Therefore, somo arnounts preser¡ted in th¡s Schedule may differ from annunts presented in, or used in Úe
prepaath ol he bas¡c fnancial statements. The Municipality reporthg entity is defined in Note (1) (A) to he badc

finrrcid statBfiEflts.

SUMMARY OF §GNIFICA}TT ACCOUiÍNNG POUCNES

Assets, Liab¡l¡lies, Net Assets, Revenues and Expenses reported on he FDS, are reported on he full accrual basis of

mnnüng. They are recognized following tho HUD's Unifum Fina¡rcial Re@úhg Sbrdafib fu HUD Housing

PWams.

REIáTIONSTIIP TO BASIC FII{AI'IOAL STAIEMEilTS

Assets, Liatiliües and Net Assets are presented in he Municipality's S:htenent of Net Pc§iliott. Revenues and

Expenses ae reported in lhe Shtqnent of Actvitlrs.

Et{D OF NOIES



m#[DtcRtroE@
AÍomus nt¡cPAtIfY oF sht LmEüo

REoI,nE §fPtffiffAff IIGORIATNT

ÍhommTAIE§nnEoFÍE
SdgurE oF ilEr PEmil UABlIil

FoR nc BscáL \tAR Em ü,C flL 2lll5

0.m76i96

1¿S4,101

er55,5t5

834.31%

76,187

0.17o

Ptopodar dfr NetPerritm Liúff,

Propodmab Shate dfie l.ld Pen$n Lifiiy

Coomd - Emflqee Payml

Prcporfun* Share dhe I'ld Percbn LiSti! as Pawügo d Conre*Emdryee Pay¡ol

Plan's Filuday Net Pcti¡n

Plar Filu*ry Net Poslim 6 a Petoeot{p düE ToH PelxBixt LjiSliy

$

$

iloÉ!. to Sóodule:

Bondtt Gtr¡ngB¡: h z)15, benefl Hms rere modled b ba* ¡álic s*f emflq¡te parsixs on a fud üuea¡ea

anrae sday ircbad of a frd ñ¡eyea averqe düy.

Changec Arampüons: h m!5, an(xmb reporbd a dwges h as$mÑn§ resdbd prinafy fom adiwtnenb b
€xp€obd rEli€rnent ees dgerErd emdqpes.

'Fiscdy€arzI5 wñehyear of hpbr,EftEr tErás qÜ cn6 reú b dwfi.

Tñe¡mrÉ ñ3snÉd t¡rvea nEdrs¡si üb d¡¡o S, All
th¡ R€ErrE6i E¡pbrgec Refs¡ErtwrdtEGov.rmsldfECúÍudl dR.E'bRi4 AdE¡\Aet R.port

fr15

Ljiar¡dled
a



ccrarcNrEALTH c nERfo ftco
REQI,RB §.PPtffifARr IilFoRIAmil

ScHEr,tEoF CotffRBurprs
Auroromrs lfiflrc?AlrrY or SAI LoRErzo FoR IHE F§GAL YEAR EIm J.TE 30.2ü5

21115

Conbacldly Required Conbhfbn (Act¡aiü D€ermined)

Conübr¡bm in Rdali¡n b f'e Actidi.lv Req,ired Contbulions

Conffulbn Deft ienry (brcess)

Co,ered - Emdoyee Payrdl

Conüibubns s a Peroenhe of Co¡ereéEmplq/ee Payrdl

NotÉ. to Sdledule:

Vdu&nD&:

r,089,23r

324S

$ 764,31

2,155,515

15.0704

m/3Yl¡1

dhods and Aseur¡Ttions Used in calcr¡lation otthe ERS3 Arnual Roquiled Conlributions

UrÍ€ss otÉfll&o nobd So!e, ñe tCbú19 act¡aial m€.pds srd ass¡mpÉoos se used b detm i|€ cq|tbufdl r&s r€portd in üe
FErdan Ba|€fb Sdledde ofüe Empby€rs' ContüJ¡ons:

Asseb VaiEtoo Meüod Mark€{Value ofAsseb

hlaüon 2.5%

h/osfnsntRaE ofRet¡m 6.75% NetorPem¡on Han ht/e§tnent lrcl¡diu lrilalixl

Mun¡chalBond ln&x ¡t.29*. as per Bond &¡Ier Gen€ralob¡gEli» 20 - Bond Muni:inlh hdex

Dbcout RaE 4-23oA

Projecbd Sabry lncreases 3.00% per yed. No comp€flsatón increases are assumed unlilJuly 1, m17 as a r6ültofActNo. 66 and

he curent gen€ral eco0omy.

Morhlly fte{efrement Mqbliy
Fq gefl€ral emplo)/ees not cov€red under Ad No. 127, RP-2000 Employee ttorbry Rabs b males 8nd

Ema¡es pro¡er*d on a gEnera¡onalb6b tshg Scale AA For metnbers cüer€d und€r Ad No. 127, RP-

m0 Employee Matsfly RaEs vih bhre colar sdjuslnenb hr mdes ad Émahs, prcie*d ü a

gen€m¡omlbasis rshg Scde AA 
^s 

g€n€ralonal &l€§, ü€y refed mügfiy imFovemeob bofi

behe and ak l¡e m easurem ert dab.

'100.0% ordedls r.ñile in acftE serviÉ re as$med b be mpotonalh members covered under

Ad No. 127,

Poslretemeú Healy Morb¡ty
R*s \*li$ vary by gBnder re as$med br hedhy re&ee§ and bercfchdes based on a südy otphn s
oeerÉrce fom 2007 b m12 eqlalb 9296 olüre ratss ioñ üe UPl994 Morbfüy Table tr Mabs and

95%of he rabs iom ñe UPngS4 Morülty Table fü Females Tlle ratss are proiecbd on a

gEnemtoml tsbq itrelecb morülity improtrmen§ boh behre ard altsr he measrementdab.

Po+rekemenl Disabled Morüliy
Rabs $h¡ch \ary by gend€r are assumed brdisabled reliees based on a sidy ofphn's experience fom

2007 b 2012 equalb 105%of he rabs frorn üe UPl994 Morbliy Table b Males and i15% ofüe
rabs fom üe UP-1994 Morb¡ty Table br Females. No provis¡on y€s m¿de br t¡tte norblty
úr provem er¡t tr disabled refe€§.

Umudled
gl



C O EATTHCRE OÍUCO

lJliac"A.rrY c SAI l-m4 REffo Rco
SCIIEI)UIE orEaasnnB (r FEE LI Tn!§

fuRnf Fsc¡t YE R E'¡E.I¡E 30,2015

FffirrqafimrP^ssTmorc
GRArfioR, hcRrl oR O§IR Tmr

Federd
CFDA

lüJEm

PÉÍrdrglr
EmrYlEffrY c

IUER
FffiAL

ETDEIÍIIE

U.S. Dqútnent dAgbiltre D¡ec't Progrn:

CfiÍünity Friñies Lcns and

PñItrollg]r sbb -Adnhifalin ol Farfes ad Clúden

OiH ard Ad¡lto e Food Pllglzn

Tobl Wn€ittof Agrix|t.Ie................

U.S. D€PdtrEnt d fbusing and tltü Dev€loFnglt D¡Bd ProgaÉ

s€clbn 108 L@n Gua-¿nbes

Secffi I thr¡tg ckú:e Vorftr

$ffi D€pdtr¡q d Hrü§A and utat Dgvdogned
Diect

PsIllu ü SÉ iun-ofredhe
CdrÍixiolEr of Mtxiid Alta§

Carmuni! Darehpr:nt Boc* OatUSe Progan (SBGP)

And ¡¡on ErliüflEnb Ganb h lhmi (§abd Addni¡t€red
Snal Cili€s Prlgr¿n)

PsTtrot{h D€pdrrHlt of Fdrr'ly

Em€rgoncy solulixs eanb Progr¡n

10.766

r0.568

Á.a71

É.m

&2+fr11

@Glc¡

R@37

¡ 6.683

87.5S

94.279

gts 733

564,996

1.558.7@

il7,112

2,ta

r,3qt

52§',t2

56325f

2.122.tN

30.@7

30.097

14z31

14Él

lüAv

tüAvtlaÍ€l€ssness PIellet{im and R4il R}HotJsirE Plogran .....

P8glhru{lt DepútlE[tt of Houing ol §al ü¡an Pu{b Rico

Hortring opdt¡¡lies forp€rsüE rih AIDS.......-............ .....

§úÉl D€paúneflfi of Hol,shg ad tl¡fi D6re@n€nt.....
P§-nrudrPrúdns

ToblD€patl|antof Hons¡rE and t ban D€vdotrnejtt.......... ....

U. S. Wn€ntof frdÉporhl¡on:

Federal T|-drEit- Fcmda Granb (tlbanized Areg

Oant Progrdn) 20.507

Tobl Depütn€ntof Traspdblirl..............

TtE @mporryirE r,roGs b ScfEd¡e otEper¡erat orFodAraú are an hqrd pañ d tñ §ciEdle

94
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Cmm mr(rPrEmEo
l*¡.cprurY c §Ail l-mBq Fttro Rco

sclElrlE c EEsn¡Es a hBrL AIrnÉ
FffIlfrIGALYBTEE.i¡EO,20I5

U. S. D.pdtnd* dÉúraúdl:

THrty+iCOert¡y c(fImrry Ledl.U c.nhr! ...............

Tohl DepütrHll d Bfrairn.........

U. S. D€pdtmntdHedt¡ dt¡ÍB| SEvic§:

blLu{ñ hEbftooftekB(klyAffi

9.r*l Eogr'ls hüEA{iuü elü,PflBeaÉb
§rfñre S€nbes fld S€rircenHs

Speci¡ Progilu tu tte Ad{FIÉs lll, H C

lü¡tlirl S€rvixs

b,Itrü$ Adniisf¿lin h ül3 ctúúood Cds
And Inbgr¿l DeuebF|stt

Ch¡ld CüÉ a¡d Det ehpne¡tt Blodt eat

Tobl WrEntof tledüt and fun Sgr,ic6.....

U. S- D€Ftnert d Hmffi s€dritf

Pelhu{h Goftí[ Ofioe:

a.Nt

S.0/t5

90.5./5

tüAv

N'AV

2{t-m15{m74

FEMA 't798, FBIA 1946,

FAíA1(}t7

25.401

á&

t51253

0

ffi.12.

1073t5

ñ,09r

6250

§7.ffi

¡3gq{§

hn&Ae{{zÉffi

¡l(fnektd §€drfy oaf BoCatt....-. . . ... ..

Tobl D€p€rtn€rf of tbneh Sruiv.....................................

TOTAL E(PE{TXITNES G EBAL AWARDG

TIE Ecütpdryi,E rebs b Sc,Fd/b of EpúúrE offtúrdrE* ae ar i{egrd Pdt of üÉ sdted¡le.

97.(xr

97.6t
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COIIIo|IWEALTH OF T\ERÍO RCO

Auroilomjs lfr ilcpAury oF SNt LoRErzo

I{oTEs To IHE BAs[ Fr{AT0AL SfAIffifS
FoR TIE FSGáLYEAR 6DEo ü¡E 3l!,2015

BA§S OF PRESE¡fTATOi{

Th6 accompalyirq Súedule of Expenditures of Federal Awads (üre Sdledule) indudes üe bderd gralt aclhrities of

üp Autononrous Municipdity of San Lorenzo of üp Conrnonrvedh of Rrerto Rico (ftilunit'pdity). The inbrmalion in

his S4¡edule is presenbd in accordrrce wiúr ür requkanenb of Office of Managenrent ad edget (OMB) qrq¡lar

A-133, Arrdrb of *tÉ§, Loat Govqnnenb, a¡d Nü-Profrt Organzaúbr¡s. Because Úre Sdtedule presonb only a

selectsd portion of hs operaüons of Municipality, it is not intonded to and does not trssent ÚÉ financial posilbn, or

drange in net asseb of the Municipality.

Therefore, some amounis presented in üris Schedule may differ from amounb presented in, or used in he
preparation of, the basic fnancial statern€nts. The Municipality reporting snüty is defined in l'lote (1) (A) to Úr basic

hnáncial statements. All federal financial a,vards roceived direcfy from federal «pncy as well as federal financial

arards passedhrough other gwernnent agencies are indudod on lhe Sdedule.

SI,,MMARY OF SIGNIFICAI{Í ACCOUIflING POLIOES

A Expenditures reported on üre Sdpdule are reported on tre nndified rccrud bads of accounting. Sudt

oxp€nditrres ae recognized followirg üre cost principles contained ¡n OMB Circular A{7, Cosf Pninaiphs for

§afe and Local Govqnment wherein certain §pes of expendthrres ae not allowále or aro limited as to

rsimhxssment

B. Negalive amountq if any, *rown on úre Sdndule represent adiusbnenb of cred¡b made in he normal course of

business to amounts reponed as expendihJres in prior yeas.

C. Passthrough entity idenüling numbers are presented where available.

FEDERAL CFDA I{UMBER

lhe CFDA numbers induded in his Sctledule are determined based on tre program name, review of grant conkact

informaüon and tp ofice of Managernent and Budgels catalogue of Federd Dornestic Assislance.

RELANOilSHIP TO FEDERAL FIMNOAL REPORTS

Expenditures of lederd alvÍds are reported in üre Municipalit/s §atenent of Revenues, Expendifurx añ Chang*

in Fund Bahne,s - Governnental Fudin he Other Covemmental Funds column.

Et{D OF NOTES

s
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lndependent Audlto/s Report

IORRES, HERNAXDEZ ¡ PUT{IE& CPA PSC

Certifi€d Publ¡c Accountants

To the Honorable Mayor and

Municipal Legislature

Municipality of San Lorenzo

We have audited, in accordance wiúr the audiüng standards generally accepted in the United States of Amerlu and the

stardards applicable to financial audits contained in Govemment Auditing Stardards issued by the Comptoller General ofÚp
United States, he financial shtements of the govemmental activities, eah major fur¡d and the aggregate remaining fund

¡nformation of he Municipality of San Lorenzo of the Commonuealth of Puerb Rico, (fiom rnw on the Municipality) as of and

for üre par ended June 30, 2015, ard üre related notes to he financ¡al shEmenb, which collectively mmprise he
Municipality's bas¡c finarcial statemenb, and have bsued our report lhereon dated March 3f, 2016. Our report was qualified

because üte Municipality was unable to obtain suffic'ent appropriate audit evidence áout úÉ proportioal share used to

determine üre defened outflowdinflovrs of resources, net pension liabili§, pensbn expenses of the govanmental actiüües and

note of pensions plan related to üre implementation of the Govemmental Accot¡nürB Standards Boad (GASB) 68, 'Accounüng

and Financial Reporting for Pensbrs - An Amerdment to GASB Stabment 27', atd GASB Stabment No. 71,'Per6ion

Transition for Conüibutions Made Subsequent to he Jvleasurement Date, an amendment to GASB 68'. Consequenlly, we were

unable to detemine wheher any adjusrnents to lhese amounts and disclo§ure $rere neoessary.

lntemal Control Over Financial Reportinq

ln plann¡ng and performing our audit of the financ¡al statements, we considered the Municipalit¡/s intemal mntrol overfinancial

reporling (intemal contol) to determ¡ne the aud¡t procedures lhat are appropriate in lhe drcumstances for the purpose of

expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on he effecüveness of the

Municipalit/s intemal control. Accordingly, y{e do not express an opinion on the efiectiveness of the Mun¡c¡pality's intemal

conúol.

A defrciency in intemal control eists when he des¡gn or operation of a mnÍol does nol allow management u employees, in

the nornul course of perfoming their assigned functions, to prevent, or detect and cored, misstalemenb on a timely basis. A

material weakness is a deficiency, or a comblnalion of defciencies, in intemal contol, such hat there is a ¡easonable

possibil¡ty t¡at a material misstatemenl of the entity's financial statements will not be prevented, or detected and conected on a

timely basis. A significant deficiency is a deficiency, or a mmbination of deficiencies, in internal control hat is le§ severe than

a material weakness, yet ¡mportant enough to merit attention by those charged with govemance.

Our consideraüon ol ¡ntemat control was for tlre limited purpose described in tn preceding paragraph and was not designed to

idenüfy all deficiencies ¡n intemal mntol hat might be malerial weaknesses or significant deficienc¡es and Ülerefore, material

weaknesses or significant deficiencies may ex¡st that were not idenüfied. Given these limitatións, during our audit wé did not

identify any deficiencies in intemal control that we consider to be signmcant deficiency. However, as descdbed in the

acmmpanying schedule of findings and questioned costs, we identified a deficiency in intemal control over financial reporting

that we consider to be a material weaknesses, as ¡tem #15-01.

Adde.t Vatue Seryicca, Prov¡ded by Leading P¡otésslgFats, Obleining a Reasonable Retum on lnveslmenl
Po Box ,1846, Carotráa, PR oo98¿Hgrt6

rer. (784752-45¿+sr"5ilff4 752-4644 f,*ttr-w



Compl¡ance and oher Múers

As pat of obhining reasonable assurance about whetlrer úre Municipalit/s fnancial s{atemenb are f€€ from material

misstaterpnt, we perbrmed bsb of ib omfliance wih certain provisinns of lauis, rcgulations, confacb, and gralt

agreem€nts, noncomy'iance wih which could have a dirccl and materialefut on the debrmináion of fnancialstebment

amounb. However, pmviding an opinion on compliance wih ürose provisions was not an obieclive of our audit, and

acmdiruly, rve do not exprcss stdr an op¡n¡on. Ihe msults of our tesb disdmed an irdalce of noncomplialce or other

matters ünt are required to be reponed under Govemrnent Audiüng Standards and whbtr is dessibed in ün accompanlng

schedule of findings and queslioned cosb, as item #15{1.

The Municioalih¡/s Response to Findinqs

The Municipalit/s response to the ¡ntemal control over mmpl¡ance fnding idenüfied is described in a separate document

lConeAive Ácfii aan) preparcd by tre Mun¡cipality. nle Municipalitys response was not subjecH to the aditing ptocedures

appliett in üre audit of he financial statemenb and, accord¡ngly, vue express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe he scope of our tesüng of ¡ntemal contrcl and compliance and the resulb of that

testing, ánd not to provide an opiñion on úre effectiveness of tle Municipality's intemal confol or on mmdiance. This report is

an int&al pad of án audit performed ¡n ffiordance wih Govemment Audiüng Standards in considering Municipalit¡/s intemal

contol and mmpliance. Accofd¡ngly, his communication ¡s not suitable for any other purpose.

{*r¡o/*nlr+ fuA C?4 B0
Tones, Hemández & Punter, CPA PSC

Ceñiff ed Public Accountants

Carolina, Puerto Rico

lúa¡ch 31,2016

Stamp #E20fN¡79 of the
College of CPA'S of
Puerto Rico is afixed
to the odginal.
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TORRES, HERM¡IOTZ & PU}IIE& CPA PI§C

Cenif ed Public Accountants,a?7
Niin¡¡AtcomnotoveR coupt-l,lNceorr¡oen&ewffiosneQ.l¡neoavoilaclncuLARl¡rs

lndependent Auditot's Reoort

To he Honorable Mayor and

Munic¡pal Legislature

Municipality of San Lorenzo

Reoort on Compliance for Each Maior Federal Proq¡am

We have audiffi tc Municipality of San Lorenzo of lhe Commonwealü¡ of Puerto Rico, (from now on the Municipality)

compliame wiúr the types of compliarrce rcqu¡remenb described in tre OMB Circular A-133 Comdiance Supplement tlat couH

harre a direct and material effect on e¿fh of üe Municipalit¡/s major federal programs for üe year ended June 30, 2015. The

Municipality's major federal progftms are identified in the zummary of auditor's ¡esults section of he acmmpanying schedule

of fndings and questioned costs.

Manaoemenf s Responsibilitv

Management is responsible for compliance with the requiemens of laws, reguhlms, contracts, ard granB applitxble to ib
federal pmgrams.

Audito/s Responsibilitv

Our respon§bility is to express an opinion on compl¡ance for each of the Municipalitys malor federal programs based on our

aud¡t of the types of mmpliance requ¡rements refened to above. We conducted our audit of compliance in accordance wilh

audiüng standards generally accepted in tle United Shtes of America; the standards applicable to financial audits contained in

Govemment Auditing Standards, issued by the Comptroller General of úre United States; and OMB Circular A-.l3Í1, Adits of

States, Local Govemments, and Non-Profit Organizations. Those standards and OMB CircularA-133 require that we plan and

perform the audit to obtain reaonable assurance about whether noncompl¡ance wih ü|e types of compl¡ance requiremenb

refened to abow hat could have a d¡rect and material efiect on a major federal program occuned. An audit includes

examining, on a test basis, eüdence about the Mun¡cipalMs mmpliance with those requ¡rements and performing such other

procedures as we mnsidered necessary in the c¡rcumstances.

We believe that our audit provides a reasonable bas¡s for our opinion on compliance for each major federal program. However,

our audit does not povide a legal determination of the Munb¡palit/s compliance.

Basis for Qualified Op¡nion on Section 108 Loan Guarantees

As described in the accompanying schedule of findings and quelioned costs as item #1 S01 , the Mun¡cipality did not mmply

w¡th requirements regarding Allowable Costs that is appl¡cable to Sectbn 108 Loan Guarantees. Compl¡ance wih such

requirement is necessary, in our opinion, for the Municipality to comply with the rEu¡rements applicable to that program.

Quatified Ooinion on Section 108 Loan Guarantees

ln our opin'ron, except for the noncomd¡ance described ¡n ú€ B6is for Qualified Opinbn Paragraph, the Municipali§ complied,

in all material respecls, with the types of mmpliance requiremenb refened to above that muld have a direct and material effecl

on each of its major federal programs for the year ended June 30, 20'15.

Added Vatue SeMlces, P¡ovided W Leading Prolessrgpals, O alntng a R@sonable Retwn on lnvestmena
PO Box ,1846, Carolina, PR 0098448.16

rer. (7s7)rtffifir"5#;,752-4644 tt*,



Othar Matters

The ftlunlolpali$s Response b Findings

Ths lr¡fi¡nijpditfs responses to ths mmdiance fnd¡ng identified is dessibed in a separate dooment (Conective Action Plan)

prepaed by ün Municipality. Municipdity's response rvas not sr§eded to he auditirp pocedures 4plied in tp adit of

compliance anq accordngly, un express no o¡rinion on t\e response.

Repo¡t on tntemal Confol Ovor Compliance

Management of he Municipality is responsible for establi$ing and maintain¡ng efiective internal confol over cornpliarce wih the

types of compliancs requirements rsfened to above. ln planning and performing our audit of compliance, we mnsidered he
Munkipalitys intemd control ovor mmpliance witr he types of requirernents hat muld have a dhect and material effecl on each

major fedárd program to determine úre auditing proceduros that are appropriate in he circ mstances for trc purpose of

e$ressing an opinkxr on conpliance for aadr m{or federal program and to te§ ad report on intemal conbd over conpliance

in accordance wilh OMB Cira¡la A-133, but not br the purpos8 of expressing an opinion on ha efiecliveness of intemd control

over compliance. Accordingly, up do nol express an opinion on the efiediveness of he Mun'lcipdity's inlemd confd over

compliarrce.

A deficiency in intemal control over complia¡ce exists when the design or operation of a confol over compliance does mt ellottl

manage[Ent or efidoyees, in ü¡e normd course of performing heir ass¡gn€d functions, to pravent or detect and mned
noncompliance wiúr a type of compliance requkement of a federal program on a timely bas¡s. A material w€akness in internal

control over compliance ¡s a deficisncy, o¡ combinatio¡ of deficiencies, in intemal confol ovsr mmpliarce, ucf¡ that Ú¡ere is a

reasonóle possiO¡tity trat materid noncoípliance with a type of conpliance requirernent of a fuderal progran will not be

prevented, or detected and conected, on a tinrely basis. A §gnifcant defic¡ency in intemd mnhd over compliance is a

befrc¡ency, or a combination of deficierrcies, in internal conbol ov$ compliance wih a type of compliance requiranrent of a

federal progran hat is less severe han a materid ured(ness in inlernal mntrd over compliancs, yet important enough to merit

attention by tfrose darged wiÜt goremance.

Our consideraüon of internal confol ore¡ compl¡ance was for he limited purpose desoibed in he preceding paragraph and was

not designed to identifi all deficiencies in ¡ntemd control over mmpliance that might be matsrial r¡veaknesses or significant

deficienáes and lherefore, materid w€aknesses or significant defciencies may exisl that rrlere not identified. We did not idenüfy

any deficiencies in internal conbol over mmpl¡ance hat we consider to be significant defciency. However, as disolssed below,

we idenlified a deficíency in intemal mnlrol over cornpliance that we consider to be matsrial weaknesses, described in the

accdnpanying schedule of findings and queslioned costs as item #1il1.

The Municipáity's responsos to he intsmal mnlrol ovor compliance fnding identified is described in a sepaate document

(Corrective Acüon Plan) preparsd by the Municipality. The Municipali§'s response was not sub.lected to he auditing procedures

appl¡ed ¡n tle audit of compliance and, accordingly, we express no opinion on lhe reEonse.
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Report on lnterral Conbd Ovor ComDllance (Cont¡nuedl 
:

The purpose of ürb Eport on inHml cmtol orcr compliarrce b soldy b d€scribe he scope of our bslfutg d inbmal oonÜol i'

orer'orilpliarce an¿ tre rcsulb of üat bslirq based on üe mqufuemenb of OMB Clrrilln A-133. Accordingly, ftb report b rtd 
:

srihble br any oüler purpo6a.

{.a//$+ e,r4 ['/?4 W
Tofl€s, Hemánd€z & htnt€r, GPA PsC

Certlff ed R¡Hic Accountanb

Carcl¡na, Puerto Rico

irach 31, 2()16

StmprE2m380of he
College d CPA's of
Puerto Rbo b afixed
b üe orig¡nd.
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CdT'ONWEALII{ OF Pt'ERTO RCO
MUNIOPATITY OF SAN LOREMO

SCHE)UTE OF FII{fXNGS AND QUESNONED COSTS

FOR f}IE YEAR Ei¡DED JUNE 30. 2OI5

Part I - $¡mma¡v of Audit Resulb:

FlnarcialShbments

Ile independsnt atdito/s repo't on the basic financial dalements expressed a qualified opinion.

lntEmal Confol over Financial Repoling:

Material vueaknesses ijent'fi ed?

Signifi cant d€fi c¡enciss kjentifi ed?

Noncompliance materid to h€ Statsment

noted?

Féderal Awerds

lntsmal conbol over mairr Programs:

Material rv€aknssses ¡dentified?

Signifi cant def ciencies llenlifi ed?

X ves no

ves X nona r@rtsd

X ves no

X yes

___Jes X norp rePorted

The independent auditods report on compliance wih requironBnts applicable to major federd awards progran expressed a

qualified opinion.

The auditdisclosed findings to be reporled in

accordance úth OMB Ckcular Al 33, Section

510(a). X Yes

Municipality's major a¡vards during üre year ended June 30, 2015 were:

CFDA #14.248 - SectionlOS Loan Guaraltees,

CFDA #4.m - Community Devalopment Block GranUstates Program (SBGP),

CFDA #14.871 - Sedion 8 Housing Choice Voudnr Program,

CFDA #93.t5 - Child Care and Developrnent Block Granl and

CFDA #97.036 - Public Assistance Granl.

A hreshold of $300,M was used to disüngui$ between type A and type B programs, as those terms are defined in OMB

Chcular Al 33, Secüon 520 (a).

Municipality quafry as a low risk auditee? ves X no
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SCI{EDULE OF FIilDINGS A}ID QUESNONED COSTS (CO}{TITIUED

FOR II{EYEAR ENDED JUiIE 3{I.2fi5

CO}IMOI{WEATTH OF PI'ERTO HCO

I'Ui{CIPAUTY OF SAN LORE}gO

Part ll - Findinos Related to the Flna¡rial Shbments:

No fnd¡ngs related to ü¡e financial statemenls were noted.

Part lll - Findinqs and Quesüoned Costs RelatEd to Federal Awards:

pressntatio¡ fol6ws compliance requiron¡€nts included in the Compliance Supplement of OMB C¡rtr]lar ,{133

'Audits of States, Local Govemrnents, and Non-profit Organizations'.

A - Actfuities Allorved or Unallovued

FII{DINGNII,IBERls{}l: IMT{SFEROFFUIiIDSBETWEENSECÍIONIMPK)GRAMA}OGEI¡EMLFUND

FEDERAL PROGRAüi: CFDA # 142,18 - Secti¡r 'l(B Loen Guaranbe Assbtance

GONDITION: the Municipdity used ca$ resources from its Section 1B Loan G¡aantee Assídarrce Program ard

tansfer ürem to üre Municipalit/s genad furd for its gefrad opa'atims, in violati¡n of tp program's loan agr€smslt

ard 4plicable federd regulatons.

CRITERIA: The Muniipality's Section '108 Loan Guarantee funds were obtained tfrrough a contract for Loan

Guarantee Assistance under Secfnn 108 of ún Housing and Conrnunity Developrnent Act of 1974 (42 USC § 5308),

signed by he Municipalis and he Puerto Rico Stats Cognizant Agency (Offce of the Commissioner for Municipal

nña¡rg o, August 29, 2006 and also s¡gned by he US Departnent of Housing and Urban Developmnt (HUD) on

S€ptsmber 1 3; 2006 (he 104l agreerrant). ln Paagraph I (a) of such agreement, wiürdrawal of trc loan guarantee

funds is resúict€d for use h Section 108 related activitieq as approved by HUD ad economic d€vslopment

aclivities, purstatt to 24 CFR f0.703 and 5/0.203, which include he mnstudion of an aclivity center (par4raph

I 5(b) of úre loan agreement).

@NtD(f: The Muniipality used cdl resources from S6ctixl í08 Losr Guaranbe AsshtdEe fund munb, as

tenporty loans to he Miniclditfs general fund to cover cdt needs relabd to its general operatixs, h vifdion of he

ban ageennnt ard pogran regulati:ns.

CAUSE: The Municipalit/s Fin ce Depatrr¡ont decided to use resources from tre Secüm 108 Loan Guaantee

pogram to cova ca$ need of its operatbns.

EFFECI: The Mun'¡cipality was not in compliance wih hB loan 4reenent s(¡ned, as desoibed áotre'

RECOMMENDATION: The Municipality m.rst rsirnhxse all resources ú*rsfened or loaned to Irc Munic¡pality's general

fund to üp Section 108 Loan G.tarantee AssislancÉ program accounts inmediately ard inplenEnt control proc€dures to

avcirJ úris prctice in fuUre awads As of fmancid staternent dde, trc lrfunitipality akeady reinü"rsed dl futds used by

trc general ñmd.



l,lo Condilims Detecbd.

F - Equipme¡t and Real Prooertv l¡hnaqemelú

1ü Condilbns Detedod.

G - Matchino. Lewl of Effort and Eamerldns

N/4.

H - Period of Availabilitv of Fede¡al Funds

No Condilbns Debdsd.

ffiIOIIUÚFTIIH OF PUERTO RI@

I,IUIüCIPAIJW OF SA}¡ LORET{ZO

sci{Er}rnE oF Flt{Dl}¡GS A}¡D St ESIIOiED COSTS (COilTINUED)

FOR I}IEYEAR EI{DET} JUilE í}. A}45

Part lll - Findlnqs and Qr¡octioned Coeils Rel*d to Federal Alards: (Coniinuedl

FINDI}IG NUMBER Is{tI: TM}ISFER OF FUNDS BETWEEil SECTION IG A}¡D GENERAL R'iI)
(colmiluED)

QUESIIOIIED CO§IS: l{one

friAt{AcElEllt RESTPOI{SE: See mrec{ive elin dat.

B - Allorrable CoebEocfs PrlncjPhs

tlo conditbns Dstscbd.

C - Cash Ma¡raoement

No Conditirxs Deteded.

D - Daüs - Bacon Ac{

l,lo Cor¡ditions Debctod.

E - Elo¡t¡litv

1(M



COIiliO}MEAITH OF PUERIO RICO

MflqPAUTY OF SAil LOREISO

SC,I{EDUIT OF FI}IDITGS A¡{I)

FOR I}IEYEAR EI¡DEÍ}JUIIE 30 2I}I5

Part lll - Findinos and Qmsüoned Coets Relatad to Foderal Arvsds: lMnued)

I - Procurement ard $¡soenslon and Debarment

No Conditions Debdad.

J - P¡ooram lncome

hlo Condilions Detoded.

K - Real Pro¡ertv AcouHüon and Rdocation Asslst¡nce

N/A

L - Reoortim

llo Conditbns Deteded

M - §¡b¡ecipient Monitorim

tüA

N - Special T€sG and Provb¡ons

l,lo Conditions Detected
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GOIIOHTEALIH (r Rf,RIO TüOO

líuMqpALlTY oF §c¡{ LoREEq RJEnTo Rco
SUx ARY Sc EUTE OF PñOR A,O¡f FTDIGS

FoR rHE Fsc¡t YEAR E Do JtrlE Cl, 2015

(l) Ar¡dil Flndng¡ hd haw been Fullyconecbd:

Firdlng it¡nüer

CFDA ilunt€r

Qu€§üoned Co3t

St¡ü¡s

F¡nding itumber

CFDA l¡mber

Qrcl¡oned Cost

Staü¡s

1141 Cash ilatagemalf
Mtn¡dpdty maintr¡ned ca$ r€§ource§ in exc€ss of anoúb
irmedatdy necé§sary for its A€r¿lionl

u.n8

None

Cor€cted

2013{xB Adivllles Allowed and Unallowed añd Cash lranagement
Municipdity nraintained cash rasooÍEss in ercess of amo¡fs
¡r[nedatdy necessary fu ¡b operatims and uséd sjch oces§
fur¡ó lor ib o n genefal operalioos, in üdation of tlle progÉm's

apd¡da fed€r¿l re$lati$ts.

M.n8

None

Corected

F¡ndins n¡mber ilffi flffitnffin'ffiiHilor ¡s om g€r'earopaaüons, ¡n

virstion of the prwram s applicále federal regl¡ations.

m12{,02
m12404

CFDA Number 14.257,14.871,
14.28

Quesfioned Cost None

Status Corected

(Q Audit Flndngs not Corec{éd or Par$dly Core.Íed:

Flndins rrmber flll#? ffi#ffi'§llH rrom its cornmunirv Dedosns
Eock Grant - S€6't¡on lO8 Loan Guarat€e progmm funds for its o*n
genoral op€rations, in violation of the pogram's loan agre€msnl ard
applicable lederal r€gulaliom

brollum¡er 14.248

Qu6tioned cost None

Status Not Conected
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cmtffirlrflsR RroFco
ffi.itcP^IlfY GS¡l¡l LmEq RERfo Rco

s[rrr Soa¡¡ G Pñ8 A[r EDF6
For üro H¡cJ Ys Ended &m l[, 2015

P! A¡d[ ñndn¡. nof Gor€dGd or Paüdycol¡ccEd:Gotúfttl¡€o

A¡dlbe Co¡mcnb P€rdfu .l ffi ffiÍüdon d üE ufi Deqtñt d Ho!*to Üd ttul
DsldwItstt

Fl conccfu. ad¡otr u(cn b t¡¡otúñcüüy dlftrent ñun conroüE acüon pculody ngoñed:

NOi,lE

(0 A¡¡dil find¡t$ b no lo.rger vdd:

NONE

t07



MUNICIPAUTY OF SAN TORENZO
Son Lorenzo. Puerlo Rico

CORRECIIVE ACIION PIAN FOR THE
S¡NGLE AUD¡T REPORT OF YEAR ENDED JUNE «',2015

TITJDIN§,,, , ,.BES

l54l Trqnsfer fund
beiween Section 108

dnd Gonerol Fund

Pedro González Rodrfguez
Finonce Director

The Finonce Director mode the
conesponding reimbursement io
Seclion 8 occounl.

ln June 2015, lhe Finonce
Dkector reooid ihese funds.

June 201 5

Dole: Mqrch 31,





Estodo Libre Asociodo de Puerto Rico

Municipio Autónomo de Son Lorenzo
Oficino de Auditorío lnlerno

Aportodo 1289
Son Lorenzo, PR 00754
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')

9{ga la Í¡álrlttc

Lcdo. Carlos M. Santini Rodríguez
Comisionado
OCAM
San Juan, PR 00936

Vivian Vélez Flores
Directora
Auditoría lnterna

6 de abril de 2016
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