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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipality of Toa Baja
Toa Baja, Puerto Rico

Beport on the Financial Statements

We have audited the accompanying financial statements of the governmental activit¡es,
each malorfund, and the aggregate remaining fund information olthe Municipality of roa
Baja, as of and for the year ended June 30, 201s, and the related notes to irre financ¡al
statements, which collectively comprise the Municipality's basic financial statements as
listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these f¡nanc¡al
statements in accordance with accounting principles generally accepted in the united
states of America; this includes the design, implementat¡on, anú mainienance of internal
control relevant to the preparation and fair presentalion of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility ¡s to express opinions on these financial statements based on our audit.
we conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applióable to fina;cial aulits conta¡ned in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors,
judgment, including the assessment of the risks oÍ material m¡sstatements of the financial
statements, whether due to f raud or error. ln making those risk assessments, the auditors
cons¡der internal control relevant to the entity's preparation and fair presentat¡on
of the f¡nancial statements in order to design audit procedures that are apprópriate in the

Suite l5l. PO Bor 70150. San Jua¡. PR.00936-?150 . Phone (187) 756 8511. F llul) 17111561



circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such op¡n¡on. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

we believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our aud¡t opinions.

Basis for Qualified Opinion on Governmental Activities

As discussed in note 18 to the financial statements, management has not recorded the
deferred outflowlinflows of resources, and net pension tiability in governmental activities
a1d !a¡ not recorded an expense forthe current period change in tñat liability. Account¡ng
principles generally accepted in the unites states of America require ihat deferreá
outflowvinflows of resources, and net pension l¡ability attr¡butable to employee services
already rendered and that are not conlingent on a specific event that is ouisid'e the control
of .the employer and employee be accrued as defened outflows/inf lows of resources,
liabilities and expenses as employees earn the rights to the pension plan benefits, which
would increase the deferred outflows/inflows of resources, the liabilities, reduce net
position, and change the expenses of the governmental activit¡es. The amount by which
this departure would aflect the defened outflowvinflows of resources, liabilitÉs, net
pos¡tion, and expenses of the governmental activ¡ties has not been determ¡ned.

Qualified Opinion

ln our opinion, except for the matter described in the "Basis for eualified opinion on
Governmental Act¡v¡ties" paragraph, the financial statements referred to abová present
fairly, in all material respects, the respective financ¡al pos¡t¡on of the governmental áctivities
of the Municipalis of roa Baja, as of June 30, 2015, and the chánges in the financial
position thereof for the fiscal year then ended in accordance with acLounting principles
generally accepted in the United States of America.

Unmodified Opinions

ln our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of each majorfund, and the aggregate remaining
fund information of the Municipal¡ty of roa Baja, as of June 30, 201s, á;dihe respective
changes in the financial pos¡t¡on for the fiscal year then ended in accordanóe with
accounting principles generally accepted ¡n the Un¡ted States of America.
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Other Matters

Requ i red S upple me ntary I nformation

Accounting principles generally accepted in the United States of America requ¡re that the
management's discussion and analysis and budgetary comparison information on pages 5
to_12 and 53 to 54 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the
Govemmental Accounting standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance w¡th auditing standards generally accepted in the
united states of Amer¡ca, which consisted of inquiries of manageirent abbur thé methods
of preparing the Information and compar¡ng the information for consistency with
management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. we do not
express an opinion or provide any assurance on the informat¡on because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has omitted required supplementary information related to new pensions
standards that account¡ng principles generally accepted ¡n the united states of America
require to be presented to supplement the basic financial statements. such missing
¡nformation, although not a part of the bas¡c financial statements, is required bi
Governmental Account¡ng standard Board who considers ¡t to be an essentil part ol
financial reporting for placing the basic financial statements in an appropriate operat¡onal,
econom¡c, or historical context. our opinion on the basic financial statemánts is not
affected by the missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financ¡al statements
that collectively comprise the Municipality's basic fináncial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additiond ánalysié
as required by u.s. office of Management and Budget circular A-133, Audrfs of stites,
Local Governments, and Non-profit organizaüons, and is not a requ¡red part of the basic
financial statements. such information ¡s the responsibility of managáment and was
derived from and relates directly to the underlying accounting and othei records used to
prepare the basic financial statements. The informat¡on has béen subjected to the auditing
procedures applied in the audit of the basic financial statements and certa¡n additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial stateménts or to the basió
financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the united states of America. ln our opinion, the
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schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

ln accordance wifh Government Auditing standards, we have also issued our report dated
March 2, 2016, on our consideration of the Municipality of roa Baja, internal control over
financial reporting and on our tests of ¡ts compliance w¡th certáin provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of thai
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on inteinal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance wilh Gou,emment Auditing Standards in conlidering Municipal¡ty
of Toa Baja' internal control over financial report¡ng and compliance.

San Juan, puerto Rico ta L ,1 .--)
March 2,2016 *!i , K.¿r<no, Lrvuc ,l (L
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The management of the Municiparity of roa Baja (the "Municipality,,) provides this
Management's Discussion and Analysis to (a) assists theieader in fo.using on rignincant financial
issues, (b) provides an overview of the Municipality's financial activitiei (c) iíentify changes in
the Municipality's financial position (its ability to address the nexr and subsáquent year
ghafl_enges)' (d) identify any material deviations from the financial plan (the approved budget), and
(e) identify individual fund issues or concems.

Because the Management's Discussion and Analysis is designed to focus on the current year
activities, resulting changes and currently known facts, we encourage readers to consider the
information presented here in conjunction with the Municipality's finaicial statements.

C ommonwealth of Puerto Rico
M unicipality of Toa Baja

Management's Di scussion and Analy sis
Fiscal Year Ended lune 30, 2015

HIGTILIGÍITS

Financial Highlights

The Municipality's net position amounred to $(22.9) million at the close of the current
fiscal year. This amount represents a decrease of $6.4 million from the previous year; s
net position.

As of June 30, 2015, the Municipality's General Fund (the primary operating fund)
reported a deficiency of s14.2 million, a decrease of S0.l million in comparisón witú
the prior year.

Capital expenditures amounted to $3.2 million during the year.

Loans principal payments were 96.3 million during fiscal year 201,:l-2015. Other long_
term liabilities payments were 52.2 million. The .urr"nt odditions were $9.2 millio"n.
At June 30, 2015, the total long-term debt balance was $175.2 million as of same date,
as compared to S l7-1.5 million in prior year.



Overview of the Financial Statements

The financial statement's focus is on both the Municipality as a whole (govemment-wide) and on
the major individual funds. Both perspectives (govemment-wide and major fund) allow the user
to address relevant questions, broaden a basis for comparison (year to year or govemment to
governmenQ and enhance üe Municipality's accountability. Figure I below summarizes the major
features of the Municipality's financial statements.

Figure I

NIajor features of the Municipality's Governmental-wide
and Fund Financial Statements



Government-wide Financial Statements

one of the most important questions asked about the Municipality's finances is ..Is the
Municipality as a whole better off or worst off as a result of the year s activities?". The Statement
of Net Position and the Statement of Activities includes information about the Municipality as a
whole and about its activities in a way that helps answer this question. These statements include
all assets and liabilities using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. Accruals of the current year's revenues and expenses are
taken into account regardless of when cash is received or paid.

The Statement of Net Position combines and consolidates govemmental fund's current financial
resources (short-term spendable resources) with capital assets and long-term obligations. you can
think of the Municipality's net position as a way to measure the Municipality'Jfinancial health,
or financial position' In future years, increases or decreases in üe Municipaliry's net asset are one
indicator of whether its ñnancial health is improving or deteriorating. goweuer, you will need to
consider other non-financial factors such as changes in the Municipality's pioperty tax and
municipal license tax bases and the condition of the roads and buildingi, oÁonj otir..r, to assess
the overall health of the Municipality.

The Statement of Activities is focused on both the gross and net cost of various activities which
are supported by the Municipality's property tax, municipal license tax, sales and use tax and other
revenues. This is intended to summarize and simplify üe user,s analysis of cost of various
govemmental services.

The Govemmental Activities reflects the Municipality's basic services, including the municipal
police, public works, garbage disposal, community services and general administátion. property
tax, municipal license tax, sales and use tax, state and federal contributions ñnance most of thesé
services.

The report on the govemmental activities was qualified because the Municipality has not recorded
the deferred outflows/inllows ofresources, and net pension liability in goremmental activities and,
has not recorded an expense for the current peúod change in ihat üabitity, as required under
statement No. 68 of the Govemmenr Accounting standird Board, Accounting and Financial
Reporting for Pensions. It was because the Employees' Retirement System of the-Government of
Puerto Rico did not provide the data related to pension expense and oúligation change attributable
to the Municipality.

Fund Financial Statements

A fund is a grouping of related accounts ¡hat is used to m&intain control over resources that have
been segregated for specific acrivities or objectives.

The Govemmental Major Funds presentation provides detailed information about the most
significant funds. not the Ivlunicipality as a whole. The Municipality uses fund accounring ro
ensure and demonstrate compliance with finance-related tegal ,.qui."-"ntr.



The Municipality's basic services a¡e repofed in the govemmental funds, which focuses on how
money flows in and out of those ftlnds and the balances left at year-end that are available for
spending. These funds are reported using an accounting method called modified accmal
accounting, which measures cash and all other financial assets that can readily be converted to
cash. The govemmental fund statements provide a detailed short-term view of the Municipality's
general govemment operations and the basic services it provides. Govemmental fund information
helps determine wheüer there are more or fewer financial resources that can be spent in the near
future to finance the Municipality's programs. We describe the relationship (or differences¡
between governmental activities (reported in the Statement of Net Position aná the Stot"me.rt of
Activities) and govemmental funds in reconciliation beside the fund financial statements.

Notes to the Financial Statements

The notes provide additional information üat is essential to a full understanding of the data
provided in the government-wide and fund financial statemen§.

Infrastructure Assets

Historically a govemment's largest group of assets (infrastructure-roads, bridges, ¿rainage
systems' underground pipes, etc.) have not been reported nor depreciated in govemméntal financial
statements. The statement requües that these assets be valued and reported within the
Covemmental column of the Govemment-wide Statements. Additionally, the municipality must
elect to either (a) depreciate these assets over üeir estimated useful life or (b) develop a system of
asset management designed to maintain the service delivery potential to near perpétuity. If the
govemment develops üe asset management system (the alternative method) which periodically
(at least every third year), by category, measures and demonstrate its maintenanci in tieu of
depreciation. while the Municipality is planning to acquire an asset management system which
a) would allow the election to use the altemative method, and b) will provide valuable management
information, it elected to initially implement the depreciation méthod, and will moniior and
consider, over time, a possible conversion to the altemative method.

GOVERNNIENT.IYIDE STATEMENT

Statement of Net Position

As noted earlier, net position may serve over time as a useful indicator of the Municipality's
financial position. [n this case of the Municipality, assets exceeded liabilities by S( 16.6) million
at the close of the most recent fiscal year. The following table reflects the conáensed Statement
of Net Position compared ro prior year.



Table L

Summary of Net Position
(in million)

Activities

2015 20t4
nt and other assets 23.6

156.8

28.4
158.8lassets

Total assets 180.4 787 .Z
and other liab¡lit¡es 3L.7

165.3

22.2

L74.sLong-term debt outstanding
Total liabil¡ties

Deferred inflows of resources

Total deferred inflows of resources
Net position:

lnvestment ¡n capital assets, net of debt
Restr¡cted

Unrestricted
Total net pos¡tion

t97 .O 196.7
6.1 7.O

6.1 7.O

702.2

9.9

106.0

9.7
132.1)(134.e)

s (22.8) s \6.4

By far, the largest portion of the Municipality's net position reflects its investment in capital assets
(e.g.' land, buildings. equipment), less any related debt used to acquire those assets that are still
outstanding. The Municipality uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Alüough the Municipality,s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves
ci¡rinot be used to liquidate these liabilities.

An additional portion of the Municipality's net position represents resources that are subject to
external restrictions on how they may be used. As a result, the umestricted balance of net position
resulted in a deficit of $ 134.9 million.

The Municipality's net position decrease 56.4 million during the current fiscal year. Such decrease
was mainly due to budgeted revenues not collected and the increase of expenditures related to
administrative costs and accounts payables due.



TTIE NTUNICIPALITY FT,]NDS

Governmental Funds

As of the end of the curenr fiscal year, the Municipality's govemmental funds (as presented on
the balance sheet reported a combined deficit of $4.3 million which is more than the beginning
fund balance of the year S0.7 million. This decrease was the net result of an increase of SO.i
million of the General Fund and $0.4 million in rhe HHS programs Fund; and a decrease of g0.1
million in the HUD Programs Fund, Sl.3 million in the Debt Services Fund and $2.3 million in
the Other Governmental Frurds.

Budgetary Highlights

The Municipal Legislature revised the Municipality's budget several times the original budget by
the Municipality's internal control of the expendirures over the administrative offiies for General
Government. The current year operations resulted in $1.9 million of excess revenues over
expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2015, the Municipality had $156.g million (net of depreciation) invested in capital
assets, as reflected in the following table, which represents a net decrease (additions less
retirements and depreciation) of S2.0 million from the end of last year.

Table 2
Capital Assets at Year-end

(Net of Depreciation, in millions)

G ov e r n m e n to I Act¡ v ¡tie s

2015 2014
Land

Construction in progress

Building and bu¡lding ¡mprovements
Furnitures and f¡xtures

S 3.3

0.6

59.8

3.2

2.O

87 .9

5 :.¡
t.4

58.4

3.5

2.4

89.7

ehicles and equ¡pment
lnfraestructure

otal S 1s6.8 S 158.8

10



Table 3
Change in Capital Assets

(in millions)

Go v e rn m e n t o I A ct ¡v ¡t ¡ e s

2015 2014
Beg¡nning balance S 153.8 S 162.5
Additions 7.O 2.6
Retirements (3.8) (1.2)
Depreciation (5.2) (5.11

Endingbatance -S 156.8 -§ 
1s8^B

Debt Outstanding

As of year-end, the Municipality had $175.2 million in debt (bonds, notes and other long_rerm
debts) outstanding compared to $174.5 million last year, a net increase of §0.7 million.

Table 4
Outstanding Debt at Year-end

(in millions)

neral obligat¡ons bonds and notes
2015
102.8

?.o
10.1

38.8
5.8

15.7

20t4
1091.

2.7
10.1
38.2
4.4

10.6

Due to CRIM - taw 42
Note payable - Section 108
Landfilloblidation
Compensated abse nces

rs
Tota ls s 17s.2 S 174.5

Long-term liabilities were added related to payment plans to Agencies amounted to S5.8 million.
A note payable with a balance due of s2.0 million represents a repayment agreement with the
covemment Development Bank and GRIM to repay the excess of property taies advances from
ñscal years up to 2001. A note payable of $10.1 million is dueto the u.s. Depafment of Housing
and Urban Development. The landfill obligation represents an estimated liability for future closure
and post-closure care costs.

The Municipality levies an annual special tax of 1.487o of the assessed value of real propeny
located wiüin the Municipality, which is not exempted by law. The proceeds of thiJ tax are
required to be credited to the Debt Service Fund for payment of general obligation bonds and notes
of the Municipality. The amount of general obligation debt that the Municipality can issue is
limited by law to l07o of the total assessment of the taxable property located witiin the boundaries
of the Municipality. The outstanding general obligation debt of the Municipality of S102.8 million

1I



is below legal limitation. A note payable of Sl0.l million due to the u.s. Department of Housing
and urban Development is due in August 2026. More detailed information about the
Municipality's long-term debts is presented in the notes to the financial statement.

ECONOi!trC FACTORS AND NEXT YEAR,S B[,'DGET

The Municipality is a political legal entity with full legislative and administrative powers in every
area of municipal govemment, with perpetual existence and legal personality, separate and
independent from the central govemment of Puerto Rico. The tvtunicipat GovemÁenicomprises
the executive and legistative branches. The executive power is exercised by the Mayor and the
legislative by the Municipal Legislature, which has 16 members. The Mayár and the Municipal
Legislature are elected every four years in general elections.

The Municipality provides a full range of services including healü, public works, environmental
control, education, public safety, public housing and community development, culture and
recreation as well as many other general and administrative services. The Municipality's principal
sources of revenue are property taxes, municipal license taxes, sales and use tax,iontiibutions by
the state govemment and federal grants.

The Municipality's elected and appointed ofñcials considered many factors when setting the fiscal
year 2014-2015 budget. one of the factors was rhe economy, which is affected by the p'opulation,
family income and unemployment growü of the Municipaliiy. These factors, o.ong oihárr, *.."
taken into account when adopting the-Municipality's budget ior fiscal year 2015-20i6. Municipal
license taxes and other local charges for services, licenses, and permits are expected to provide the
revenues necess¿uy to finance programs we currently offer. Budgeted 

"^p"nditrre, 
ari expected

to be exceeded by budgeted revenues.

If those estimates are realized,- the Municipality's budgetary General Fund balance is expected to
be the same or to increase modestly by the close offisial vóar 2015-2016.

CONTACTING TTIE NTUNICIPALITY'S FINATICIAL IIÍANAGE}MNT

The Municipality's financial statements are designed to present users (citizens. taxpayers,
customers. investors and creditors) with a general overview oi the Municipality's finances and to
demonstrate the Municipality's accountability for the money it receives. If you have questions
about the report or need additional ñnancial information, contact the Municipatity,s Finance
Director on rhe 4ú Floor of the City Hall, sabana seca Avenue, po Box 2359, ioa Éaja, puerto
Rico 0095 l.

t2



COMMONWEALTH OF PUEBTO RICO
MUNICIPAL¡TY OF TOA BAJA

STATEMENT OF NET POSITION
JUNE 30, 2015

Assets

Cash in bank (Notes 2 and 4)
Cash with fiscal agent (Notes 2 and 4)
Cert¡f¡cates ol depos¡ts (Notes 2 and 4)
Accounts receivable:

Property taxes
Municipal license taxes
Excise taxes
Sales and use taxes
Others

Due from other agencies (Note 8)
Capital assets, net (Note 10)

Total assets

Liab¡l¡ties. Deferred lnflows of Resources. and Net position

Liabilities
Accounts payable and accrued liabil¡ties
Due to other agencies (Note 11)
CIa¡ms and judgments
Matured bonds
Matured interest payable
Noncurrent liabilities (Note f 4):

Due within one year
Due in more than one year

Total liabilities

Deferred lnflows of Resources
(Notes 6 and 12)

Munic¡pal license taxes

Net Pos¡tion
lnvestment in capital assets, net of related debt
Beslricted for:

Debt service
Capital proiects

Unrestricted

Total net position

Governmental
Activities

1,099,074
'14,188,749

121,701

194,612
71,411
50,000
15,239
11,009

7,842,346
156.760.454

r 80,3s4,59s

1,467,095
1 1 ,678,614

75,319
5,720,731
2,826,429

9,958,96s
165,253,148

6,1¿1Íi,286

102,'t50,454

4,895,500
5,082,541

(134,897,4€7\

$ (22,768,992)

The accompanying notes are an ¡ntegral part of these basic financial statements.
-13-
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COMMONWEALTH OF PUERTO R¡CO
MUNICIPALITY OF TOA BAJA
STATEMENT OF ACTIVITIES

FOB THE FISCAL YEAR ENDEO JUNE 30,2Of5

Charges for
Services

Operat¡ng
Grants and

Contribution§

Cap¡tal
Grants and

Contribulions

Net (Expense)
Revenue and Changes

¡n Net Position
Governmental

ActivitiesFunct¡onsy'Proorams

Pr¡mary Government:
General government
Public safety
Public works
Culture and recreation
Health, public housing, and wellare
Econom¡c development
lnterest on long-term debts

Total pr¡mary government

Expenses

$ 32,060,170
5,114,705
9,703,114
1,O02,170

15,319,747
5,223,473
6,068,812

$ 74,492,191

$ 1 ,289,138

1,048,798

12,963,516

$ 1,289,138 $ 12,963,s16 1,048,798

General revenues:
Property taxes (Note 5)
Municipal license taxes (Note 6)
Sales and use taxes (Note 7)
Grants and conü¡butions not restr¡cted to specific programs
lnterest, f¡nes, and penalt¡es
Miscellaneous

Total general revenues
Change ¡n net pos¡tion
Net pos¡tion at beginning of year

Net pos¡tion at end of year

The accompanying notes are an ¡ntegral part of these basic financial statements.
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(30,771,032)
(s,114,705)
(8,6s4,316)
(r ,002,170)
(2,356,231)
(5,223,473)
(6,068,8r2)

(59,190,739)

21,879,994
9,760,466
6,686,343
7,91 1,643

43,877
6,582,837

(16,443,413)

(22,768,992)



COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF TOA BAJA

BALANCE SHEET.GOVERNMENTAL FUNDS
JUNE 30,2015

Hous¡ng
and Urban

Development

$ 351,004

121 ,701

3,064

2,718,164

Health and
Human

Serv¡ces

Other
Govérnmental

Funds

Total
Govérnmental

Funds
Oebt

ServiceAssels

Cash in bank (Notes 2 and 4)
Cash with f iscal agenl (Notes 2 and 4)
Cert¡f icates of d€posits (Notes 2 and 4)
Accounts rece¡vable:

Mun¡cipal l¡cense taxes
Excise laxes
Sales and use taxes
Others
Property taxes
Rent

Due from other ag€nc¡es (Note 8)
Oue lrom other funds (Note 9)

Total assots

General

329,892
29,190

71,411
50,000
15,239

7 ,945

7 ,247 ,286
465,999

$ 8,216,962

289,746 $
'13,248,048

$ 128,432
911,511

$ 1,099,074
u,18A,749

121,701

71 ,41'l
50,000
1 5,239
7,945

194,612
3,064

7,842,346
3,823,825

194,612

99,100 495,960
639,662

$ 3,193,933 $ 388,846 $ 13,442,660 $ 2,175,565 $ 27,417,%6

The accompanying notes are an ¡ntegral part of these basic financial statements.
-15-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF TOA BAJA

BALANCE STIEET-GOVERNMENTAL FUNDS (CONNNUED)
JUNE 30, 2015

Liab¡l¡t¡es. Deferred lnllows of
Resources and Fund Ba¡ances (Def¡cit)

L¡ab¡l¡ties
Accounls payable and accrued
liab¡l¡ties
Duo to other funds (Note 9)
Due to other agenciés (Note l1)
General obligations:

Bonds
lnterest

Cla¡ms and judgments
Total l¡abil¡t¡es

Deferred lnflows o, Resources (Notes 6 and 12)
Munic¡pal l¡cense taxes

Total deferred ¡ntlows of resources

COMMITMENTS AND CONTINGENCIES (Noteg
22 and 231

Fund Balances (Der¡cit)
Reserved for:

Restricted
Committed
Assigned
Unassigned

Total fund balances (defic¡t)

Total l¡ab¡lit¡es, deferred inflows of
resources, and fund balances (defic¡t)

Other
Debt Governmental

Serv¡ce FundsGeneral

Hous¡ng
and urban

Development

Health and
Human

Serv¡ces

Total
Governmental

Funds

1 ,257 ,289 $ 17,143
3,357,826 12,443

1'l,678,614

75,319

53,219
99,'100

$ 139,¿144

354,456
$ 1,467,09s

3,823,825
11,678,6't4

5,720,731
2,826,429

75,319

8,419,288
1,137,O33

880,351
(14,754,005)

(4,317,333)

$ 27,417 ,966

5,720,731
2,826,429

16,369,048 29,586 1s2,319 160 493,900 25,592,013

3,164,347 236,527 4,895,500 12?,914
1 ,107,843

450,908
29,190

429,443

The accompanying notes are an integral part of these basic financial statements.
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(14,754,00s) _
114,295,3721 3,164,347 236,527

$ 8,216,962 $ 3,193,933 $ 388,846 $ 13,442,660 $ 2,175,565



Total fund balances - governmental funds

Amounts reported for governmental activ¡ties ¡n the statement
of net position are different because:

. Capital assets, net used in governmental activities are
not current financial resources and therefore are not
reported in the governmental funds balance sheet.

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the governmental funds. (Note 3)

Net pos¡t¡on of governmental act¡v¡ties

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO THE STATEMENT OF NET POSITION

JUNE 30, 2015

$ (4,317,333)

'156,760,454

(175,212,113)

$ (22,768,992)

The accompanying notes are an ¡ntegrar part of these basic financiar statements.
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COI¡IMONWEALTH OF PUEBÍO BICO

lilUI'IICIPAUTY OF TOA BAJA
STATEMENf OF BEVENUES, EXPENDITUBES, AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

FOR THE FISCAL YEAB ENDED JUNE 30, 2015

Oiher Total

Hous¡ng and Urban Health and Debt Governmental Governmental

General Devslopmenl Human Serv¡ce8 Service Funds Fund§

REVEIi¡UES

Property laxes (Note 5) $ 12,976,137 $ $ $ 8,903,857 S $ 21,879,994

Mun¡cipal license laxes (Nole 6) 9,760,466 9,760'466

L¡censes, permits, and other localtaxes 615,885 615'885

Sales and use taxes (Note 7) 5,424,774 1,261,569 6'686,343

Charges for seryices 113,604 559'649 673'253

¡ntergovemm€ntal revenues (Note 13):

Federalgrants and contribut¡ons 3,507,043 9,201,532 '1,303,739 14'012,314

stale contribut¡ons 5,568,580 2'3€'063 7'911'M3

lnterest, l¡nes, and penalti€s 32,017 1,699 9,798 363 43'8?7

Other rev€nues 6,572,384 10,453 6,582,837

Totalrevenues 41,063,847 _ 3,5981q 9,201,532 10,175.224 4,217,267 68,166,612

EXPENDITURES

Current:
General govemment 20,865,629 2'400,722 23'266,351

Publ¡c salety 4,722,303 19'l'623 4,913,926

Heatrh and wetfare 5,188,331 200779 9,161,190 970,226 15,520,526

Culture and recreation l,OO2,17o 1,002,170

Publ¡c r¡lorks 6,759,144 2,708,589 235'381 9'703'l 14

Cap¡lalouilays 434,850 2,738'§1 3,173,151

Debl serv¡ce:

Pr¡ncipal 8,127,072 8'127 'O72

lnteresl and other 6,068,812 6'068'812

Total expenditures
Excess (defic¡ency) ol revenues over expendilur€s

OTHER FINANCING SOURCES (USES)

lransfers ¡n 10.299 2,691,187 2'701'486

Translers out '2,411,087) (28O 1OO) (10,299) (2'701'486)

Totalolher financ¡ng sources (uses) {2,400.78s) (280,,100)

Ner change in fund balances 125,482 (115,576) 40,342 (1,339,772) (2'318,986) (3,608'510)

FUND BALANCE (DEFICIf) AT BEGINNING OFh IñJ \

6.068.812

3.344.218 9.161.190 14,195,884 6,536,253

164,524 40,342 (4,020,0@I (2'318,986)
71.775,122
(s,608,510)

FUND BALANCE (DEFICIf) AT BEGINNING OFfi I.,J \
YEAR . I \\{,\td tr+,+zo,ssal 3.27s,s23 1s6,18s 6,23s,272 4,ooo,6s1 (708'823)

FuND BALANCE tDEFtctn ar ENo oEtát '\T\ r n4,2s5.372t S 3,164,347 § 236,527 $ 4,895,500 $ 1,681,665 $ (4,317,33s)

V I rl¿ -"rn"W^O^n 
¡ng notes are an ¡ntegral part of these bas¡c financial statements.
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COMMONWEALTH OF PUERTO RICO
MUN¡CIPALIW OF TOA BAJA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STAÍEMENT

OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Net change in fund balances - total governmental funds

Amounts reported for governmental activities In the statement of
activities are different because:

. Governmental funds report capital outlays as expenditures.
However, in the statement of act¡vities, the cost of those
assets ¡s allocated over their estimated useful lives and
reported as depreciation expense.

. Depreciation expense on capital assets is reported in the
statement of activities, but they do not require lhe use of
current f inancial resources. Therefore, depreciat¡on expense
is not reported as expenditure in governmental funds.

. Governmental funds report principal payments on long-term
obligations as expenditures, whereas the principal payments
reduces the long-term obligations ¡n the statement of
act¡v¡ties.

. Some expenses reported in the statement of activities do not
require the use of current f¡nancial resources; therefore, are
not reported as expenditures in governmental funds.

Changes in net assets of governmental activities

(3,608,510)

3,'173,15'l

(5,223,473)

8,127,072

(8,793,819)

$ (6,32s,s79)

The accompanying notes are an integral part of these bas¡c financial statements.
-19-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

1. ORGANIZATION

The Municipali§ of Toa Baja, Puerto Rico (Municipality) was founded in 174S. The
Municipality is a pol¡tical legal entity with full legislative and administrat¡ve faculties in
every affair of municipal character, with perpetual succession ex¡stence and legal
identity, separate and independent from the central government of tie
commonwealth of Puerto Rico. The Municipality provides a full range of services
including: public safety, public works, culture, recreation, health and welfare,
education and other miscellaneous services.

The Municipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor and the legislative by the Municipal
Assembly. The members of these branches are elected every four years in the
Puerto Rico general elect¡ons.

2. SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES

The accompanying financial statements of the Municipalis have been prepared in
conform¡ty with accounting principles generally accepted in the united states of
America (GAAP) as applicable to governmental ent¡ties. The Governmental
Accounting standards Board (GASB) ¡s the accepted standard-setting body for
establishing governmental account¡ng and financial reporting principles.

The financial informat¡on of the Municipality is presented in this report as follows:

. Management's Discussion and Analys¡s - lntroduces the basic f¡nancial
statements and provides an analytical overview of the Municipality's financial
activit¡es.

. Government - W¡de Financial Statements - This reporting model includes financial
statements prepared using full accrual of accounting for all of the government,s
activities. This approach includes not iust current assets and liabilities, but also
capital assets and long-term liab¡lities (such as buildings and ¡nfrastructure,
including bridges and roads, and general obligation debt).

. statement of Net Position - The statement of net position is designed to display
the financial pos¡tion of the Municipality, including capitai assets and
infrastructure.

-20-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The net position of the Municipality will be broken down into three categories;
invested in capital assets, net of related debt; restricted; and unrestricted.

o statement of Program Activities - The government - wide statement of activities
report expenses and revenues ¡n a format that focuses on the cost of each of the
government's functions. The expense of individual functions ¡s compared to the
revenues generated directly by the function.

. Budgetary comparison schedules - Demonstrat¡ng compliance with the adopted
budget is an ¡mportant component of a government's accountability to the public.
Under the new report¡ng model, the Municipalis will continue to provide budgetary
comparison information in their financial statements. An ¡mportant change,
however, is a requirement to add the government,s original budget to the currént
comparison of final budget and actual results.

The following is a summary of the more significant policies:

a. Report¡ng Ent¡ty

A reporting entity ¡s comprised of the primary government, component units and
other organ¡zations that are included to ensure that financial statements are not
misleading. The primary government consists of all funds, departments, boards
and agencies that are not legally separate from the Municipality and for which the
Municipality is f inancial accountable.

The Municipality's management has considered all potent¡al component units
(whether governmental, not-for-profit, or prof it-oriented) for which it may be
financially accountable, and other legally separate organizations for which the
Municipality is not financially accountable but the nature and significance of their
relationship with the Municipality may be such that exclusion of their basic
financial statements from those of the Municipalis would cause the
accompanying basic financial statements to be mislead¡ng or incomplete.
Accord¡ngly, a legally separate organization would be reported as a componenl
un¡ty of the Mun¡cipal¡ty ¡f all of the following criter¡a are met:

1) The Mayor appoints a vot¡ng majoris of an organization's governing body
and, either (1) the Municipal¡ty has the ability to impose its will on that
organization or, (2) the organization has the potent¡al to provide specif¡c
financial benefits to, or ¡mpose specific financial burdens on ihe Municipality.
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

2) The economic resources, for which the Municipality is entifled, either
received or held by the separate organization, are entirely or almost entirely
for the direct benefit of the Municipality or ¡ts constituents.

GAAP details two methods of presentation: blending the financial data of the
component units' balances and transactions in a manner sim¡lar to the
presentation of the Mun¡cipal¡ty's balances and transactions or discrete
presentation of the component units'financial data in columns separate from the
Municipality's balances and transactions.

The Municipality's management has concluded that, based on the
aforement¡oned criteria, there are no legally separate entities or organizations
that should be reported as component units of the Municipality for the fiscal year
ended June 30,2015.

b. Government-Wide and Fund Financial Statements

The government-wide f inancial statements (i.e., the statement of net posit¡on and
the statement of changes in net position) report ¡nformation on all the act¡vit¡es of
the Municipality. For the most part, the effect of lnterfunds activity has been
removed from these statements.

The statement of activities demonstrates the degree to wh¡ch the d¡rect expenses
of a given function or segments are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requ¡rements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

The effect of all inter-fund act¡vities (assets, liabilities, revenues, expenditures and
other financing sourceluses among governmental funds) have been eliminated
f rom the governmental-wide f inancial statements.

separate fund financial statements are provided for governmental funds. Major
governmental funds are reported on separate columns to segregate transact¡ons
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

related to certa¡n funct¡ons or activit¡es in separate funds in order to aid financial
management and to demonstrate legal compliance.

These statements present each malor fund as a separate column on the fund
linancial statements; all non-major funds are aggregated and presented in a single
column.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The accounting and financial reporting treatment ¡s determined by the applicable
measurement focus and basis of accounting. Measurement focus indicates the
§pe of resources being measured such as current Í¡nanciat resources oÍ
economic resources.The basis of account¡ng ¡ndicates the timing of transactions
or events for recognit¡on in the financial statements.

The government-wide financial statements are reported us¡ng the economic
resources measurement focus and the accrual basis of account¡,'ng. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibil¡ty requirements imposed by the
provider have been met.

The governmental fund financial statements are reported using the current
financial resources measurements focus and lhe modified acCrua! basis of
accounting. Revenues are recognized as soon as they are both measurable and
available. Revenues are considered to be available when they are collect¡ble
within the current period or soon enough thereafter to pay liab¡l¡ties of the current
period. For this purpose, the government cons¡ders revenues to be available if
they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related
to compensated absences, and claims and iudgments, are recorded only when
payment is due. General cap¡tal asset acquisitions are reported as expenditures
in governmental funds. lssuance of long-term debt and acqu¡sitions under capital
leases are reported as other financing sources.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF TOA BAJA

NOTES TO THE FTNANCIAL STATEMENTS (CONTINUED)
FOR THE F¡SCAL YEAR ENDED JUNE 30, 2015

Property taxes, sales taxes, f ranch¡se taxes, licenses, and interest associated with
the current fiscal period are all considered to be susceptible to accrual and so
have been recognized as revenues of the current fiscal period. Ent¡tlements are
recorded as revenues when all eligibility requirements are met, including any time
requirements, and the amount is received during the period or within the
availability period for this revenue source (within 60 days or year-end).
Expenditures-dr¡ven grants are recognized as revenue when the qualifying
expenditures have been incurred and all other eligibilis requirements have been
met, and the amount is received during the period orwithin the availabilis period
for this revenue source (within 60 days of year-end). All other revenue ¡tems are
considered to be measurable and available only when cash is received by the
government.

When both restricted and unrestr¡cted resources are available for use, it is the
government's policy to use restricted resources first, than unrestricted resources
as they are needed.

The Municipality reports the following major governmental funds:

1) General Fund

This is the operating fund of the Munic¡pal¡ty and accounts for all financial
resources, except those required to be accounted for in another fund.

2) Housinq and Urban Development Proorams (HUD Proqrams)

This fund account for revenue sources for the development of viable urban
communit¡es, decent housing, suitable living environment, rental assistance
to help very low-income families afford decent, safe and sanitary housing by
encouraging property owners to rehabilitate substandard housing and lease
the un¡ts w¡th rental subsidies to low-income family.

3) Health and Human Services Proorams (HHS Proqrams)

This fund account for revenue sources to provide essential human services
such as health insurance for elderly and low-income people, improving
maternal and infant health, pre-school education and services, prevent child
abuse and domestic violence and medical and social science research
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF TOA BAJA

NOTES TO THE FINANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAH ENDED JUNE 30, 2015

including the prevention of the outbreak of infectious disease and
immun¡zation services.

4) Debt Service Fund

This fund is used to account for the resources accumulated and payments
made for principal and interest on longterm general obligation debt of
governmental funds.

Cash and Cash Equivalents, Cash with Fiscal Agent, and Cert¡ficates of
Deposits

The Municipality's Finance D¡rector is responsible for investing available
resources. The Municipality ¡s restricted by law to ¡nvest only in sav¡ngs accounts
and certificates of deposit with banks qualified as a depository of public funds by
the Puerto Rico Treasury Department (PRTD) or in ¡nstruments of thé
Government Development Bankfor Puerto Rico (GDB). The Mun¡cipality,s policy
is to invest any excess cash in cert¡ficates of deposits with institutions qualified by
the PRTD. Earnings from these funds are recorded ¡n the corresponding fund.-

cash w¡th fiscal agent in the capital projects fund cons¡sts of unused proceeds
from appropriations from bonds and notes ¡ssued for the acquisit¡on and
construct¡on of major cap¡tal improvements. cash with fiscal agent in the debt
service fund represents special add¡tional property tax collect¡ons reta¡ned by the
Commonwealth of Puerto R¡co and restricted forthe paymentof the Municipálity,s
debt service, as established by law.

lnterfund Receivables and Payables

Act¡v¡ty between funds that are representat¡ve of lending/borrowing arrangements
outstanding at the end of the fiscal year is referred to as either due to/from other
funds (i.e., the current portion of interfund loans) or advances to/from other funds
(i.e.' the non-current portion of interfund loans). All other outstanding balances
betvveen funds are reported as due to/from other funds.

Capital Assets

capital assets purchased or acquired are carried at historical cost or estimated
historical cost. conkibuted assets are recorded at fair market value as of the date

f.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE F|NANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

donated. Additions, improvements and other cap¡tal outlays that significanily
extend the useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. Deprec¡ation in capital assets is
calculated on the straight-line basis over the following estimated useful lives:

lnfrastructure
Buildings and building improvements
Furniture and fixtures
Vehicles and equ¡pment

Fund Balances

Useful Life

25-50 years
20-50 years

5-'10 years
5-20 years

The Munic¡pal¡ty adopted the provisions of GASB Statement No. 54, Fund
Balance Report¡ng and Governmental Fund Type Definitions (GASB No. S4),
which enhanced the uselulness of fund balance ¡nformation by providing clearer
fund balance classifications that can be more consistently applied. This statement
establishes fund balance classif¡cat¡ons that comprise a hierarchy based primar¡ly
on the extent to which the Municipalis is bound to observe constraints imposeá
upon the use of the resources reported in governmental funds.

Pursuant to the provisions of GASB No. 54, the accompanying fund financial
statements report fund balance amounts that are considered nonspendable, such
as fund balance associated with ¡nventories. Other fund balances have been
reported as restricted, committed, assigned, and unassigned, based on the
relat¡ve strength of the constraints that control how specific amounts can be spent,
as described as follows:

1) Nonspendable - Represent resources that cannot be spent readily with cash or
are legally or contractually required not be spent, including but not limited to
inventor¡es, prepaid ¡tems, and long term balances of interfund loans and
accounts receivable.

2) Restricted - Represent resources that can be spent only for the specif¡c
purposes stipulated by constitutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling leg¡slation
(that is, legislation that creates a new revenue sourcq and restrñts its use).
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Etfectively, restrictions may be changed or lifted only with the consent of
resource providers.

3) Committed - Represent resources used for specific purposes, imposed by
formal action of the Municipal's highest level of decision making authority
(Municipal Legislature through resolutions and ordinances) and cán only bá
changed by a similar law, ordinance or resolution, no later than the end of
fiscal year.

4) Assigned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet the criter¡a to be classified as resüicted or
comm¡tted (generally executive orders approved by the Mayor). lntent can be
expressed by the Municipal Legislature, the Mayor or by an official or body to
which the Municipal Legislature delegates authority ¡n conform¡ty w¡tr ihe
Autonomous Municipalities Act of puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

5) Unassigned - Represent the res¡dual class¡ficat¡on for the Municipality,s
general fund and includes all spendable amounts not contained in the other
classif ¡cations. ln other funds, the unassigned class¡fication is used only to
report a deficit balance resulting from overspending for spec¡f¡c purposes for
wh¡ch amounts had been restricted, comm¡tted, or assigned.

Negat¡ve fund balance amounts are assigned amounts to eliminate the defic¡t.
Consequently, negative residual amounts ¡n restricted, committed, and assigned
fund balance classificat¡on have been reclass¡fied to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or commiüed fund balance ¡n the general fund) only if: (t ¡ sucn
resources meet the other crileria for those classif ications, as described above and
(2) the circumstances or conditions that signal the need for stabil¡zation are
identified in sufficient detail and are not expected to occur routinely. However, the
Municipality has not entered into any stabilization-like arrangements, nor hasset
aside material financial resources for emergencies and has not established formal
min¡mum fund balance amounts as of and for the fiscal year ended June 30,
2015.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BA.JA

NOTES TO THE F|NANCIAL STATEMENTS (CONT¡NUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

ln situations when expend¡ture is made for a purpose for which amounts are
available ¡n multiple fund balance class¡f ications, the Municipalis uses restr¡cted
fesources first, and then unrestricted resources. w¡th¡n unrestricted resources, the
Municipali§ generally spends committed resources first, followed by assigned
resources, and then unassigned resources.

The class¡f¡cation of the Municipality's individual governmental funds among
general, debt service, special revenue, and capital projects fund types used iñ
prior fiscal years for financial reporting purposes was not atfécted by the
implementat¡on of GASB No. 54.

Risk Financing

The Municipality carr¡es insurance to cover casualty, theft, tort cla¡ms and other
losses. lnsurance policies are negotiated by the puerto Rico Treasury
Department and costs are allocated among all the munic¡palities of puerto Rico.
Cost of ¡nsurance allocated to the Mun¡c¡pality and deducted from the gross
property tax collections by the Municipal Revenue Collect¡on Center (the,,CRlM")
for the year ended June 30, 2015 amounted to $682,292. The cunent insurance
policies have not been cancelled or term¡nated. The CRIM also deducted
$302,654 for workers' compensat¡on ¡nsurance covering all municipal employees.

Compensated Absences

Employees are entitled to 30 days vacat¡ons leave and 1g days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
ent¡tled to payment of unused sick leave upon retirement if have been employed
for at least .10 years in the municipal government. On July 1997, state Law iSe
supra amended the Article 12.01 6, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacations and sick leave accumulated ovei
the maximum previously permiüed by law. Calculations must be made until
December 31 of every year. Excess of sick leave must be paid until March 3.1
next every natural year. Excess of vacations can be paid after July .l of every
fiscal year.

Pensions

For purpose of measuring, the next pension liabil¡ty, deferred ouülows of
resources and defened inflows of resources and pension expenses, informat¡on
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about fiduciary net position of the employee,s retirement system of the
Government of the Commonwealth of puerto Rico (ERS) and addition to
reduct¡ons from ERS's liabilities net posit¡on should have been determined on the
same basis as they are reported by the ERS. However, as of the date that
financial statement has been ¡ssued, the ERS has not issued the financial
statements as of June 30, 2014. Accordingly the information related to the
pension plans is not available and is not included in the accompanying financiat
statements of the Municipality for the year ended June 30, 20.15.

k. Future Adoption of Accounting Pronouncements

The Governmental Accounting Standards Board has issued the following
statements that the Mun¡cipal¡ty has not yet adopted:

Statement
Number Statement Name

Adopt¡on Required
in Físcal Year

72 Fair Value Measurement and Application 2O1S-16

73 Account¡ng and Financial Reporting for 2015-16
Pension and Related Assets that are not
within the Scope of GASB Statement 69,
and Amendments to Certaln provisions
of GASB Statements 67 and 68

74 Financial Reporting for Postemployment 2O1' 6-17
Benelits Plans other than pension plans

75 Account¡ng and Financial Reporting for 2017-19
Postemployment Benef its other the
Pensions

76 The Hierarchy of Generally Accepted 2015-16
Accounting Principles for State and Local
Government

77 Tax Abatement D¡sclosures 2016-17

78 Pensions Provided through Certa¡n 2016-17
Multiple-Employer Defined Benefit
Pension Plans
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Statement
Number Statement Name

Adopt¡on Required
in Fiscal Year

79 Certa¡n External lnvestment pools and
Pool Participant

2016-'t7

The impact of these statements on the Municipali§'s financial statement has not
yet been determined.

l. Deferred lnflows

The Municipality adopted the prov¡sions of GASB statement No. 63, Financial
Reporting of Deferred outflows of Resources, Deferred lnftows of Resources, and
Net Position (GASB No. 63).

ln the GFFS, deferred inflows arise when one of the following s¡tuations occur:

Potential revenue does not meet both the "measurable" and "available,'cr¡teria
for revenue recognit¡on in the current period (reporte d as "earned but
unavailable revenue" in the accompanying balance sheet-governmental
funds). As previously discussed, available is defined as due (oi past due) at
June 30, 2015 and collected within gO days (60 days for ilroperty tax'es)
thereafter to pay obligations due at June 30. ln subsequeni period's, when
both criteria (measurable and available) are met, tne iiaoitity for deferred
revenue is removed and revenue is recognized.

. The Municipality receives resources before it has a regar claim to them
(reported as "unearned revenue" in the accompanying balance sheet-
governmental funds). ln subsequent periods, when the revenue recognition
criterion is met, the liab¡lity for deferred inflows is removed and reve-nue is
recognized.

Deferred inflows at the government-w¡de level arise only when the Municipality
rece¡ves resources before it has a legal claim to them (reported as -uneárned
revenue" in the accompanying statement of net position). No "earned but
unavailable revenue" is accounted for in the accompanying statement ol net
posit¡on.
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m. Use of Est¡mates

The preparation of financial statements In conformity with accounting principles
generally accepted ¡n the united states of America requires managemént to make
est¡mates and assumptions that atfect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting per¡od. The most significant
est¡mates consist of the contribution received f rom the puerto Rico Electric power
Authori§ caused by the delay of the notification of the actual revenues and
expenditures to the presented in the financ¡al statements of the agencies
mentioned above.

RECONC¡LIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL
STATEMENTS

The governmentalfund balance sheet includes reconc¡liation between fund balance-
governmental funds and net position of governmental activities as reported in the
government-w¡de statement of net pos¡t¡on. one element of that reconcitiation
expla¡ns that some liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds.

The details of the approximately 9175.2 mill¡on ditferences are as follows:

Bonds payable
Landfill obligation
Notes payable
ASES
Compensated absences
Treasury Department
General Services Administration
Puerto R¡co Water and Sewer Authority
Municipal Revenues Collection Center
Claims and ¡udgments

Net adjustment to reduce fund balance governmental funds
to arrive at net position of governmental act¡vities

$102,834,929
38,819,963
12,971,644
6,512,480
5,834,455
3,156,806
2,196,912
1,848,766

736,158
300.000

$lztez;L!_Ít
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4. DEPOS]TS

custodial credit r¡sk is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. under puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount depos¡ted
in excessof federal depos¡tory insurance. All securities pledged as collateral are held
by the secretary of the Treasury of Puerto Rico. ln addition, the Municipality
maintains deposits with the Government Development Bank for puerto Rico (GDBi.

The deposits at GDB of approximately $0.9 million that are restricted for general and
special purpose and the $13.2 million ¡n the debt service fund are unsécured and
uncollateralized, as no collateral is required to be carried by governmental banks.

The Municipality ma¡nta¡ns ¡ts depos¡ts in one bank located at Puerto Rico. All kind of
deposit is guaranteed by the Federal Depos¡t lnsurance Corporation (FDIC). The
standard insurance amount limit is $2S0,000.

The excess is covered by collateral provided by banks and held by the Treasury
Department of the commonwealth of puerto Rico pursuant to applicable laws and
regulations.

5. PROPERTYTAXES

The Municipal Revenues collection center (cRlM) of the commonwealth of pueño
Rico is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal propes is sellassessed by the
taxpayer. The assessment is made in a return which must be filed with the cRiM by
May 15 of each year. The tax on real property is assessed by the CRIM. The
assessment is made as of January 1 of each year and is based on estimated current
values of the property as of year 19s7. The tax on personal property must be paid in
full together with the return on or before May 15. The tax on real property is due in
two equal ¡nstallments in July 1 and January 1, following the assessment date.
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The rates are 11.83% for real property and 9.89% for personal property. The
compos¡t¡on is as follows:

Basic property
Add¡tional special property - state
Additional special property - municipal
Discounts made by state to tax payer

Real

6.00%
1.03%
5.00%

<--2Oo/",

Personal

4.OOo/"

1.03%
5.00%

< .20a>

LL83% 9=83%

The Municipality's basic property tax rate represents the portion which is appropr¡ated
for general purposes and accounted for in the general fund.

The "Additional special property tax - municipal" is restricted for debt service and
reta¡ned by GDB for such purposes and ¡t is recorded as revenue in the Debt service
Fund when collected by the CRIM and reported to the Mun¡c¡pal¡ty.

The "Additional special property tax - state" is collected by the cRlM for the payment
of principal and interest of general obligation bonds and certain other ootigátions
issued by the state government.

Residential real property occupied by its owner is exempt by law f rom the payment of
property taxes on the first $15,000 of the assessed value. For such exempted
amounts, the Department of rreasury assumes payment of the basic tax to the
Municipality, except for property assessed at less than gg,SO0, for which no payment
is made. Revenue related to the basic tax on exempt property is recorded 

-in 
the

General Fund when payments are received from the cRlM. complete exemption from
personal property taxes up to an assessment of $s0,000 is granted to merchants with
an annual volume of net sales less than $150,000.

Prior to the beginning of each fiscal year, the cRlM ¡nforms the Municipality ol the
est¡mated amount of property tax expected to be collected for the ensuring fisial year.
Throughout the year, the cRlM advances funds to the Municipality baseo-on tne ín¡t¡al
estimated collections. The cRlM is required by law to prepare a setflement statement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected from taxpayers. This
settlement has to be completed on a preliminary basis not later than three months
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after fiscal yearend, and a final settlement made not later than six months after year
ends. lf the CRIM rem¡ts to the Municipality property tax advances, which are less
than the tax actually collected, a receivable from the cRlM is recorded at June 30.
However, if advances exceed the amount actually collected by the CRIM, a payable to
the CRIM ¡s recorded at June 30.

Based on the f ¡nal settlement received from cRlM related to fiscal year 2014-2015 on
the six-month period after fiscal year ends, the amount collected by CRIM from
taxpayers and charges exceeded the amount advanced by CRIM forthe same period
by $270,316. Such amount is presented as due to CRIM in the accompany¡ng
financial statements. (See note 15).

6. MUNIC¡PAL LICENSE TAXES

Municipal license taxes receivable are recorded in the f¡scalyear in which payment is
due and, accordingly, represent taxes which are due and uncollected at
June 30, 2015. The annual municipal license tax ¡s determ¡ned based on the gross
income of all commerce and industrial organizations that have operations ¡n the
Munic¡pality of Toa Baja, and are not totally or partially exempt under the lndustrial
lncentive Law of Puerto Rico.

An annual return of business volume should be filed on or before April 15 of each
year and payable ¡n two equal ¡nstallments due on July 1 and January 1. A discount
of 5% is allowed when full payment is made on or before April 15. The rates of
municipal license in the Municipal¡ty of Toa Baja are as follows:

Financial institutions
Other organizations

1 .5"/"
.5o/o

The amounts collected in advance are recorded as deferred inflows of resources in
the General Fund. The Municipalis ¡nvo¡ced and collected in advance during the
current year approx¡mately $6.1 million, conesponding to the next fiscal year
municipal l¡cense.

7. SALESANDUSETAXES

On January 24,2014, the Commonwealth's Legislature enacted Act No. 19, which
amended Act. No. 1 , 20'l 1's lnternal Revenue Code, to create the Municipal Finance
Corporation ("COF|M" by its Spanish acronym). COFIM is ascribed to Government

-34-



COMMONWEALTH OF PUERTO RICO
MUNIC]PALITY OF TOA BAJA

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

Development Bank of Puerto Rico ("GDB") and was created to govern the aggregate
municipal debt. Pursuant to this leg¡slation, a GDB deposit account, the MuniCipal
Redemption Fund, wasoriginated in which, effective on July,l,2O,l4,1% of the sales
and use tax will be collected by coFlM with the purpose of the Municipal Redemption
Fund.

The higher of the first collections of the prior year product of the sales and use tax or
the applicable fixed income will be the funding source of the coFlM depos¡t.
Beginning in the fiscal year 2ol4-201s, sales and use tax will be depos¡ted in the
COFIM's Redemption Fund and will be pledged with the purpose of service COFIM,S
obligations. Any excess of the COFIM deposit will be transferred to the municipalities
based on the proport¡on of the¡r respective collections.

Act No. 19 also provides for restrict¡ons on the use of the resources to be invested in
solid waste and recycling programs, capital improvements and health and publ¡c
safe§ cost. Amount collected by coFlM will be deposited in accounts of special
funds in the GDB, subject to restrict¡ons.

During each subsequent fiscal year, the lirst collections of the sales and use tax will
be credited at the time of being received in the COFIM's Redemption Fund or any
other spec¡al fund, including a fund under the control of the trust that has been
designated in the trust agreement or other contract of pledge under which the coFlM
bonds had been issued or incurred other obligations.

On or before August 30ñ of each fiscal year, GDB, as fiscal agent, will determine the
COFIM deposit applicable to the current fiscal year. An amount equal to the COFlM,s
deposit from the f¡rst collections of the sales and use tax for that fiscal year shall be
deposited in the Redempt¡on Fund of the COFIM.

8. DUEFROMOTHERAGENCIES

Represents grants and contributions due from local and federal agencies:

Puerto Rico Electric Power Authority
CRIM
Government Development Bank (COFIM)

$6,526,040
390,131
331,1r5
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Education Department (Other Governmental Funds)
Department of Transportation (Other Governmental)
Office of Administration for Children and Families (HHS)

Total

$ 260,579
235,381

INTERFUND TRANSACTIONS

a. Due from/to Other Funds

The due from and due to other fund balances as of June 30, 2015, are as follows:

Receivable Fund Payable Fund Amount

HUD
Other governmental
General
General
General

Total

Transfer ln

General
General
Other governmental
HUD
HHS

Transfer Out

The balances resulted from the time lag between the dates that (1) interfund
goods and services are provided or reimbursable expenditures occur,
(2) transactions are recorded in the accounting system, and (3) payments
between funds are made.

lnterfund Translers

lnterfund transfers for the year ended June go, 2015 cons¡sted of the following:

Debt Service
Debt Service
General

Total

General
HUD
Debt Service

99,100

$7,842,346

$ 2,718,164
639,662
354,456

12,443
99.100

$_3J23§25

Amount

$ 2,411,087
280,100

10.299

$_2J0!180

-36-



COMMONWEALTH OF PUERTO RICO
MUNICIPAL¡TY OF TOA BAJA

NOTES TO THE F|NANCTAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

The transfer from the general fund and other governmental funds to the debt
service fund of $2,691 ,187 represents monies transferred to cover debt service
payments as become due.

10. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2O.lS was as follows:

Balañcc Balañco
Priñ.ry cov€rnm.ri Jurc«r,ml4 rñcr..!ar D€c. 3.! Jun.3{r.2o.rs

GoYemm6ntál Act¡vitie3:
CaFital assets. not being deprec¡ated:
LañdS3,2S4,5ISSS-§3,2S4,S1S
Const.uctioñ in progress 1.392.3t9 3.029,781 3,67i.238 550.S62

Totatcafrtat assets. not be¡ng deprec¡ated -........@- ......ffi'F ffif "iá#
CaÉital assets, beirg depreciated:

La¡Id improvements
Build¡ngs and building ¡mprcvements
Equ¡pmeni añd vehacles
Fumiture and fixtures
lnhastructure

Total caÍital assets, being depreciated
Less accumulaled deprecrat¡on tor

Land improvements
Buiidings and build¡ng imprcvements
Equipment añd vehicles
Fumiturc and fixtures
lñfrastructure

Total accumulated depreciat¡on

205.067.012

Totalcapfal assets, berng deprecialed. net 154,163.942 (L208.865) r52,955.077

Govemmenlal activities caritat asseis. net J iSB.B'O.77O S 1,820.916 l3!Zl.r3S- ll_:6,160.19j|-

Depreciation expense was charged to f unctionlprograms of the Municipality as
follows:

3,871.23A
59,570
83.800

2os.o67rr2 4o146os 
-eE:gs-- =Elrl-

79,374,379
r3.507.r89
8.999.457

103,185,987

20,960.004
9.835.033
6,612.2'9

2.§2.47A
57r.84s
506.396

83,245,617
,€.640 13.518.119
36.859 9,0,{{i,398

103,185.987

23.262.4A2
10.358.23a
7.0a1.756

r5.338.568

,la.640

36.8s9

General government
Public safety
Public works and economic development
Health, public hous¡ng, and welfare

Total depreciat¡on expense-governmental activities

-0.so3.070 :ffi 
-EEZ6- 

j6-EiTA-

s 383,424
81,479

4,643,000
1 15.570

L52?3-4¿i
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11. DUETO OTHER AGENCIES

Due to other agencies at June 30, 2015 are as follows:

Puerto Rico Electr¡c Power Authority
U.S. lnternal Revenue Services
Puerto Rico Labor Department
Retirement System Administration
Puerto Bico Water and Sewer Authority
Puerto Rico Treasury Department
Puerto Rico General Services Administration

Total

$ 6,526,040
1,857,800
1,378,026

793,754
620,235
239,809
262,950

$ 11,678,614

12.

13.

14.

DEFERRED INFLOWS OF RESOURCES

The defened inflows of resources approx¡mately $6.'l million in the general fund
related to municipal l¡cense taxes collected in fiscal year ZO'14-201S that will be
earned in fiscal year 2015-2016.

INTERGOVERNMENTAL REVENUES

lntergovernmental revenues ¡n the general and other governmental funds consist
mainly of collections from the Commonwealth of puerto Rico and the CRIM,
payments in l¡eu of taxes from the Puerto Rico Electric power Authoris and federal
financial assistance received from the federal government.

LONG-TERM DEBTS

Bonds and notes payable and other debt outstanding at June 30, 201s are as follows:

a. Lega! Debt Margin

The Municipality is subject to a legal debt marg¡n requirement, which is equal to
10% of the total assessment of property located within the Municipal¡ty plus the
balance of the special ad valorem taxes ¡n the debt service fund.
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ln addition, before any new bonds are issued, the revenues of the debt service
fund should be sufficient to cover the pro¡ected debt service requirement. Long-
term, except for the bonds payable, is paid with unrestricted funds.

b. Bonds

$9,725,000 series of 1994, payable in annual installments of
$135,000 to $850,000 until July 2019, interest at 8olo. $ 3,645,000

$1 ,670,000 series of 1994, payable ¡n annual installments of
$25,000 to $145,000 until July 2019, interest ranging from
6.15% to 8.206%. 625,000

$1 ,540,000 series of 1994, payable in annual installments of
$170,000 to S240,000 until July 1, 2020, interest ranging
trom 5.4"/" to 6.875%. 670,000

$3,530,000 series of 1998, payable in annual installments of
$145,000 to $305,000 until July 1, 2019, interest ranging
f rom 6% lo 7 .O8/". 1 ,S4O,OOO

$1,500,000 series of 1998, payable in annual installments
f rom $,14,000 to $108,000 until July 1 , 2019, interest at 4.5%. 403,106

$5,075,000 series of 1999, payable in annual installments of
$195,000 to §540,000 until July 1, 201S, interest ranging
f rom 6.1 6% to 1 1 .060/0. 48S,OOO

$655,000 series of 2000, payable in annual installments of
$25,000 to S70,000 until July 1 , 2015, interest ranging f rom
5.88% to 8%. 7O,OOO

S875,000 series of 2000, payable in annual installments of
S5,000 to $75,000 until Juty 2025, ¡nterest ranging from
5.88% to 8%. SSS,OOO

$2,062,000 series of 2001 , payable in annual ¡nstallments of
$62,800 until January 1 , 2021 , interest at 2%. 706,923
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$3,200,000 ser¡es of 2002, payable in annual installments of
$55,000 to $245,000 until July 1 ,2027 , ¡nterest ranging f rom
57o lo 6.5"4.

$3,040,000 series of 2005, payable in annual ¡nstallments of
$100,000 to $220,000 until July 1, 2024, ¡nterest ranging
frcm 3.28"/" lo 5"/o.

$12,065,000 series of 2005, payable in annual installments
of $345,000 to $960,000 until July 2025, interest ranging
from 4.4"/" to 5.3%.

$1 ,510,000 series of 2006, payable in annual installments of
$25,000 to $120,000 until July 2031 , interest ranging from
6.6"/" lo 7 .25"/".

$1 ,335,000 ser¡es of 2007, payable in annual installments of
$20,000 to S1 10,000 unt¡l July 2031, interest ranging from
6.6Q7o lo 7.257o.

$1 ,340,000 series of 2007, payable in annual installments of
S50,000 to S140,000 until July 2021 , interest ranging from
6.607" lo 7.25"A.

$1 ,510,000 series of 2008, payable in annual installments of
S25,000 to $120,000 until July 2032, ¡nterest ranging from
3.93"/" to 7 .25"/".

$4,200,000 series of 2008, payable in annual installments of
$60,000 to $345,000 until July 1, 2032, interest ranging f rom
3.93o/o lo 7 .25"/o.

$9,660,000 series of 2009, payable ¡n annual installments of
$680,000 to $1 ,310,000 until July 2019, interest ranging from
5.OO%lo7.5O/o.

$3,870,000 series of 2009, payable in annual ¡nstallments of
$270,000 to $525,000 until July 20'19, interest rang¡ng f rom
5.OOo/" to 7 .5Oo/".

$ 2,2ss,000

1,815,000

8,175,000

1,255,000

1,115,000

800,000

1,305,000

3,64s,000

5,700,000
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$2,01 5,000 series of 2009, payable in annual installments of
$40,000 to $185,000 until July 2029, interest ranging from
5.00% to 7.50%.

$28,365,000 series of 201 t, payable in annual installments
of $60,000 to $2,725,000 until July 2036, interest rang¡ng
from 6.00% to7.50/".

$4,020,000 series of 2012, payable in annual installments of
$60,000 to S335,000 until July 2037, interest ranging from
6.00% to 7.50%.

$28,045,000 series of 2014, payable in annual ¡nstallments
of $485,000 to $2,415,000 until July 2036, interest ranging
from 6.00% to7.5O/".

Subtotal bonds payable

Special Obligation - Notes

$4,518,000 series of 2008, payable in annual installments of
S530,000 to $775,000 untit July 1, 201S, ¡nterest ranging
from 3.93% to7.5"/".

S3,715,000 series of 201 1 , payable in annual installments of
$60,000 to $310,000 until July 2036, interest ranging from
6.007" lo 7.50!".

Subtotal special obligation notes

Total bonds and notes

$ 1,750,000

28,305,000

3,895,000

27.560.000

98.589.929

$ 775,000

3.470.000

4,245.000

$ 102.834.929
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The annual debt service requirements for the bonds and notes payable at
June 30, 2015 arc as follows:

Bonds and Notes

2016
2017
2018
2019
2020
2021-2025
2026-2030
2031-203s
2036-2037

Pr¡ncipal

$ 5,906,018
4,9)2,270
5,239,568
5,607,016
5,891,300

20,083,757
22,030,000
24,545,000

8,630,000

s 102,834,929

$ 6,788,097
8,665,715
8,297,407
7,901,655
7 ,476,637

32,453,179
23,217,888
12,098,857

1 ,361,995

d. Note Payable - CRIM - Law 42

Note payable of $2,343,704 represents a repayment agreement with GDB and
cRlM to repay the excess of propers taxes aivanceJfrom fiscar y""r. ,f to
2001. The cRrM wirr retain the principal and interest from the property táxes
advances. The amounrs retained by cRlM will be remitted to Góa ón lúty t ot
each year through 2032. The repayment agreement is payabre in semi-añnual
aggregate principal ¡nstallments of $95,25g plus interest rate of 6.1g%.

Debt service requirements in future years are as follows: =.

f08,261,430

lnterest

2016
20't7
2018
2019
2020
2021-2025
2026-2030
2031-2032

$ 66,599
70,7U
75,231
79,958
84,9t!2

512,038
694,425
435,091

$ 2.0r 9.108

-42-
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.10,558

105,535
435,277
223,214

41 .202

$ '1.274.724
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Note Payable - CRIM (Law 146)

On July 1, 2007, the Municipality entered into a financ¡ng agreement with the
CRIM in the amount of S1 ,224,300, to finance delinquent pro[erty tax accounts
sold to private investors, under the provision of Law No. 146 of October.l 1, 2001.
The agreement is in the form of a no revolving line of credit bearing ¡nterest of
6.22o/" and ¡s due on March 31 , 2032. As described in Law No. 146, interest
payments for the first 5 years will be financed through .49% of the net ¡ncrease of
subsidy provided by the Commonwealth of puerto Rico,s general fund. Also,
during the first 5 years any collection from those delinquent accounts w¡ll be
credited to the loan principal.

Debt service requirements in future years are as follows:

CRIM - Law 146

2015
2017
2018
2019
2020
2021-2025
2026-2030
2031-2032

Principal

$ 48,966
48,966
48,966
48,966
¿18,966

244,830
244,830

98,046

s 832,536

20,844
19,618
18,392
17,166
15,940

1 10,963
30,650

3,678

237 .2s1

f. Note Payable - Section 108

Note payable of $12.1 million due to the U. S. Department of Housing and Urban
Development, payable in annual aggregate principal installments ránging from
$464,000to$1,148,000plusinterestwhichftuctuatesfroml.16%to2.A8y". fne
note is payable in August 2026.
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The annual debt service requ¡rements for the note at June 30,2015 are as
follows:

2016
2017
2018
2019
2020
2021-2025
2026-2027

592,000
628,000
668,000
709,000
754,000

4,537,000
2,232,Oñ

$ 10,120,000

545,133
514,021
480,274
443,500
403,881

1,314,550
130,471

$ 3,831,830

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

Pfiñary Govamme¡t

Govehmental Acüv¡lia3:
Bonds payable
Note payabl€-Seclion 108
Nole payabl€-CR|M l.áw 42
Note payable€Ft tM Law t45

Total long-term debts

Othcr Longl.tc.m üabitities:
Landfill obligalion
Due lo CBIM
Due Io AAA
Dus to General Servíc€s Adrninistralion
Due to Retirem€nt Syslém
Due to freasury Departmenl
Oué to ASES
Claiñs and iudgements
Compensated absénces

Total olher loñg-lerm liab¡l¡t¡es

Tolal noncure¡t liabitities.
govemmental activities

§,244,q3 575,560
1,017,307
415.759 1,84a,766

1,844,450 839,368
1,065,720

3,156,806
5,096,499 1,413.S1

300,000

Beginn¡¡g Ending Oué withinBalance Add¡üona pavments Batance Ona year

$ 109,06't,74r $
10,120,000
2,@1,770
881,502 44,966 832.536 4a. 966

122.145.0f3 6,$a.44O 115,806.573 6.613.5A3

$ 6,226,812 S 102,834,929 $ 5.906,018
- 10,120,000 592,0@

62,662 2.019,108 66,599

As described in Note 6, the Munic¡pality levies an annual special lax of 4.07o ol
the assessed v1lu9 o! real propefi. The proceeds of th¡s tax are required to be
credited to the Debt service Fund for payment of general obligat¡on'bonds and
19!9s- of the Municipari§. The property taxes are coilected aná retained by the
CRIM.

38,819.963
281.'t49 736,158 465.842
415.759 1,848,766 739.$0
,186.S6 2,19),912 633,5t6

1,065,720

3,156,806 631,356
6,5r 2,4a0

300,000
4,414,215 1.420._240 5 434 ¿51 A7r lar

52.400.353 9,254,721 2,249,534 59,405,s40 3,345,3A2

l_!1É1!!98_ :__9.ry2__q__9l!¿s?4 l_lz!¿1?Jl!_ -§_9É!9f§5

Section ,08 Loan Cuerunteé
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MUNICIPALITY OF TOA BA.JA

NOTES TO THE FTNANCIAL STATEMENTS (CONTTNUED)
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FUND BALANCES

As of June 30, 20,l 5, fund balances are comprised of the following:

Hous¡rg¡nd Heálth and
Uaban Human

Dev€lopment Servic€a
Generál Piogramr P.oqrama Sew¡c6 Funds Total

othet
D€bl GorEmméntal

Fo§tricted:

General govemmenl $
Health and lvelfare

Capilaloullays

Debl seIv¡ce
Commilted:

Geaeral govemñenl

Capita, outtays

AssEned:

s$§
442,y1 7§,527

2,678,555

- § 10,269 $
11a*5

4,895,500

726,ffi
878,S8ít

450,S08

29, r 90

4n,443

10,269

8a]1,513

2,67a,555

4.895,500

224,860

90a,173

84o,351

3,451

General govemñeñt

Heallh añd welfare
lJnassigned

3,451

fi4.754 005t

S 114.#.374 S 3,f6,1.347 $ 2fi5n $ 4,895.s@ S 1.60i.665 S (4.317,«)3)

16. FUND BALANCE DEFICIT

The following fund had a def¡cit in fund balance at June 30, 2015:

Fund Deficit

General $_r4¿9tr22

The deficit of the General fund will be covered by future budgetary appropriatons.
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17. NET POSITION

Net position invested in capital assets, net of related debt is comprised of the
following:

Capital assets, net of accumulated depreciation
Outstanding balance on capital related debt

Total invested in capital assets, net of related debt

HETIREMENT PLAN

$ 156,760,454
(54,610,000)

$ 102,1 50,454

18.

a. Plan Description

Substantially Municipality's full time employees are under the Employees,
Retirement system of the Government of the commonwealth of puerto Rico
(EBS). The ERS ¡s a cost-sharing, multi-employer defined benefit pension plan
admin¡stered by the Government Employees system Administration and was
establ¡shed by Act No. 447 0n May 15, 1951. Act No.447 was significanfly
modified by Act No. 1 of 1990 and by Act 305 of 1999, later known as System
2000.

b. Benefits Provided

Retirement benefits for municipality employees include retirement, disability,
death, vested and nonvested withdrawals. Employees ret¡ring prior to July i ,
2013, annuity benefits are subject to ssoo minimum monthly. óther benefité for
qualifying employees include additional minimum pension, ad-hoc cost-of-living
adjustment (colAs), benefits due to death and d¡sab¡lity, medical insurancé
plan contribution, Christmas bonus, and medication bonus.

Plan members were eligible for mer¡t annuity as long as they have 30 years or
more of credited service. The annuis is l¡m¡ted to a minimum of 65% and a
maximum of 75o/o of the average compensation.

Act No. 3, as enacted by legislation in April 4, 2019, constituted a
comprehensive a reform of the ERS. Act No. 3 became effective on July 1 , 2o1a
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and amended the provisions of the d¡fferent benefit structures under the ERS,
including, but not limited to, the following:

1) For active participants of the contributory defined benefit program under Act
No. 447 of 1951 and Act No. 1 of 1990, all requirement benef¡ts accrued
through June 30, 2013 were frozen, and thereafter, all future benefits will
accrue under the defined contribution formula used for System 2000
part¡cipants, and will be paid a retirement through lifet¡me annuity.

2) lncreased the minimum pension for current retirees from $400 to gs00 per
month.

The retirement age forAct No. 447 pariicipants is gradually increased from
age 58 to age 61.

The retirement age for System 2000 participants is gradually increased from
age 60 to age 65.

Transitioning active participants under Act No. I and Act No. 447 to a
defined contribution plan similar to System 2000.

El¡minated the merit annuis available who joined the ERS pr¡or to April 1,
1990.

The retirement age for new employees was increased to age 67, except for
new state and municipal police officers, firefighters, and custody officers,
which will be age 58.

8) The employee contribution rate was increased trom 9.275./" to 10%.

For System 2000 participants, the retirement will no longer be paid as a
lump sum distribution, ¡nstead, they will be pa¡d through a lifetime annu¡ty.

Eliminated or reduced various retirement benefits previously granted by
special laws, including Christmas and summer bonuses. The Christmas
bonus payable to current ret¡rees was reduced from 9600 to $2OO and was

3)

4)

s)

6)

7)

e)

10)
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elim¡nated for future ret¡rees. The summer bonus was eliminated.
Resulting employer contribution saving will be contributed to the ERS.

1 1 ) Disability benefits were eliminated and substituted for a mandatory disability
insurance policy.

'12) Survivor benefits were modified.

Contribution Requ¡rements

Employer and employee obligations to contribute, as well as employee
contribut¡on rates, are included in the enabling pension statutes as delineateb in
Act No. 3 of 2013, with varying provisions for the three-group as Acl 442
employees, Act 1 employees, and System 2000 employees.

Pursuant to Act No.116 of 201 1, employer contribution is increased by 17o
annually from 9.2757"o1compensation to 10,275% beginning on July ist, 2012
to June 30Ü',2016. Act No. ,l16 includes subsequent inCreases-of 1.25%
annually from July 1st, 2016 to June 30ú', 2021 .

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources
and Deferred lnflows of Hesources Related to pensions

GASB Statement 68 on Accounting and Financial Reporting for pensions
establishes for cost sharing government-employers plans io report their
propoñional share of the plan's net pension liability, deferred outflows of
resources, and deferred inflows of resources in the¡r statements of net pos¡tion.
As of June 30, 2015, the required information for the proportional share of the
pension liability, pension expense, and the related deferred outflows of
resources and deferred inflows of resources was not available from the ERS.

The most recent available financial statements of the pension funds are for the
year ended June 30, 2013, which reflected a significant unfunded actuarial
liability. This financial information included a decrease oÍ 'l .4o/o in the funded
rat¡o of the actuarial accrued l¡abil¡ty for pens¡on benefits, 3.1% and 4.So/o al
June 30, 2013 and 2012, respectively. Furthermore, the ERS's financial report
for lhe year ended June 30, 2014 and the amount of contributions recognized by
the pens¡on plan f rom the Municipalis were not available as of June 50, ZOI S.
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RISK MANAGEMENT

The Risk Management Division of the Municipal¡ty's Legal Department is responsible
of assuring that.the Municipali§'s property is properlyinsured. Annually, ine R¡st<
Management Division compiles the information of all propers ownéd and its
respective market value. After evaluating this information, the R¡sk Management
Division submits the data regarding the Municipali§'s properties to the Area oi publ¡c
lnsurance at the Department of the Treasury of the commonwealth of puerto Rico
who is responsible for purchasing all property and casualty insurance policies of all
municipalities.

LEASES

Operating Leases

Leasing arrangement with the Municipality as Lessor:

a. The Municipality leases spaces in its Market place and rransportat¡on center
under operating lease agreements with terms ranging from one to five years.

b. Total income from leases during the year ended June 30, 2015 was approximately
$1 13,604.

c. The Municipality retains t¡tle to its leased property. The lessee pays taxes,
licenses, insurance, and maintenance costs of the leased assets.

Leasing arrangements with the Municipalis as lessee:

The Municipality is obligated under no cancellable operational leases, with periods not
longer than one year.

LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGAT¡ONS

commonwealth and Federal laws and regulations require the Munic¡pality to place a
final cover on its landfill when it stops accepting waste and perform certain
ma¡ntenance and monitoring funct¡ons at the landfill site for thirty years after closure
ln addition to the operating expenditures related to current activities of the landfill, an
expense provision and related liab¡lity are being recognized based on future closure
and post-closure care costs lhat will be incurred near or after the date the landfill no

20.

21_
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longer accepts waste. The Municipalis has performed a study of the activities that
need to be implemented at the Municipality's landfill to comply with applicable laws
and regulations. As a result of this study, the Municipality has recognized an
estimated liabil¡ty for future closure and post-closure care costs.

The recognition of this liability is based on the amount of the landfill used during the
year. The estimated liability for landfill closure and post-closure care/costs ha! an
outstanding balance of $38,819,963 as of June 30, 201S, which is based on an g67"
usage of theilandfill. lt is est¡mated that an additionat $5,7S5,S97 will be recognized
as closure and post-closure care expenditures between the balance sheet daie and
the date the landfill ¡s expected to be filled to capac¡ty (June 2026). The estimated
total current costs of the landfill closure and post-closure care (S¿t4,000,000) is based
on the amount that would be paid if all the fac¡lities and services required/to close,
mon¡tor and maintain the landfill were acquired as of June 30, 201S. However, the
actual cost of closure and post-closure care may be higher due to inflation, changes
in technology, or changes in landfill laws and regulat¡ons.

CONTINGENCIES

a. The Municipali§ receives Federal G rants for specif¡c purposes that are subject to
review and aud¡t by the grantor agencies. Although such audits could generate
expend¡ture disallowances under the terms of the grants, management believes
that any required reimbursements would not be material.

b. The Municipality is a defendant and/or co-defendant in various lawsuits which
claims for actual damages. some of these lawsuits are covered by insurance.
The Municipality's management and outside counsels believe that is probable that
any potential l¡abil¡ty that might exist, il any, in excess of the insurance, will not
affect sign¡f¡cantly the financ¡al position of the Mun¡cipality.

COMMITMENTS

The Municipali§ of roa Baja had several outstanding or planned construction projects
as of June 30, 2015. These proiects are evidenced by contractual commitments with
contractors. The construct¡on projects are commitments of the capital proiects, funds
that amounted to approx¡mately $0.9 million.

22.

23.
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24. SUBSEQUENTEVENTS

In preparing these financial statements the Municipal¡ty has evaluated events and
transact¡ons for potent¡al recognition ordisclosure through March 2,20'16, the date on
which the f¡nancial statements were available to be issued.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

BUDGETAFY COMPARISON SCHEDULE. GENERAL FUND
FOR fHE FISCAL YEAR ENDED JUNE 30, 2015

FEVENUES
Properly taxes
Munic¡pal license taxes
Sales and use taxes
Licenses and permits
Charges for services and rent
lntergovemmental revenues:

State contribut¡ons
lnterest, fines, and penalties
Other revenues

Total revenues

EXPENOITURES

Current:
General government
Public safety
Public works
Recreation
H€alth and welfare

Total expenditures

Excess of revenues over
expenditures

§ 12,976,137
12,075,000
6,625,000
2,106,689

120,000

6,096,174
r00,000

2,901,000

43,000,000

27,630.224
4,094,16.t
4,144,159
't ,917,036
5,214,420

43,000,000

§-

F¡nal

$ 12,976,137
12,075,000
6,625,000
2,106,689

120,000

6,096,174
100,000

2,901,000

43,000,000

27,249,010
3,776,914
4,806,806
2,147,449
5,019,821

4ÍI,000,000

s

Actual Amounl3
(Audgétáry Bas¡s)

(Seo Nots 1)

s '12,976,137

9,728,816
3,285,808

565,886
113,604

5,377,129
24,O73

6,963,382

39,034,835

21,764,358
3,606,454
4,690,327
2,133,978
4.974,426

37,169,543

§ 1,865,292

Variance with
Final Budgot-

Pos¡tive
(Negative)

s-
(2,346,184)
(3,339,192)
(1 ,54O,803)

(6,396)

(719,045)
(7s,e27)

4,0623A2

(3,96s,16s)

s,484,652
170,460
1't6.479

13,471
45,395

5,830,457

s 1,865,292

s 39,034.835

2,O29,012

s 41.063.847

Explanat¡on ol D¡frerence3:

Sourcellnrlows of resources:
Actual amounts (budgelary bas¡s) 'avaalable lor appropriatioo. from the budgetary comparison scheduls
Oiferences - budget to GMP:

Net change in rece¡vables

Total revenues as reported on th6 stalement ot Gvenues, exp€ñdifures, and changes in fund balances
Uses/oufflows o, resourcés:

Actual arnounts (budgetary basis) 'totat changes to appropriaüons. hom the budgetary comparison schedule
D¡tferences - budget to GAAP:

Pñor year encumbrances recorded as cu.rent year expendifures for GAAP basis
Net change ¡n payables

Cunent year encumbrances recorded as expend¡fur$ for budgetary Brrposes

Total exp€ndifures as reported on the statement ol revenues, expend¡fures, and changes in fund balances

See notes to Budgetary Comparison Schedule.
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COMMONWEALTH OF PUERTO RICO
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NOTE TO BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

NOTE 1 . STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Control

The Municipality's annual budget is prepared on the budgetary basis of accounting, which
is not in accordance with accounting principles generally accépted in the united s-tates of
America, and represents departmental appropiiations recommended by the Mayor and
approved by the Mun¡cipal Legislature pr¡or to the beginning of ihe fiscá year.
Amendments to the budget require the approval of the Municipal Le-gislature. Transfers of
certain appropr¡ations within the budget known as Mayo/s Executiváorders do not require
the approval of the Municipal Legislature. The Municipality prepares its annual buáget
including the operations of the general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e.,
purchase orders, contracts) are considered expenditures when incurred. For us GAAp
reporting purposes, encumbrances outstanding at year-end are feported as reservat¡ons of
fund balances and do not const¡tute expenditures or liabilities because the commitments
will be honored during the subsequent year. ln addition, under the budgetary basis of
accounting, revenues are recorded when cash is received.

The unencumbered balance_of any appropriation at the end of the fiscal year will lapse at
the end of such fiscal year. other appropriations, mainly capital project appropriat¡ons, are
continuing accounts for which the Municipal Legislature has authór¡zed ihai an unspent
balance from the prior year be carried forward and made available for current spend'ing.

The annual budget as presented ¡n the Budgetary comparison schedule - General Fund is
the budget resolutions at June 30, 2015 representing the original budget.
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COMMONWEALTH OF PUERTO FICO
MUNIC¡PALITY OF TOA BAJA

SCHEDULE OF EXPENDITURES OF FEDERA AWARDS
FOR THE FISCAL YEAR ENOED JUNE «I, 2Of5

Federal Granlor/Proqram T¡tle

Federal
CFDA
Numbér

F€deral
Entityldent¡fying Dlsbursements/

Number ErDend¡lures

U.S. Department ot Housing and urban Developm€nt (HUD)
Direct Programs:
Community Development Block Grant Program, Entitlement Granis
Pass-through Commisioner O{l¡ce of Mun¡cipal Affairs

Neighborhood Stabilization Program (NSP)
Commun¡ty Development Block Grant Program, Section 108,

Loan Guarantee (Note 3)
Emergency Sheiter Grant Program
Home lnvestment Partnersh¡p Program
Section 8 - Housing Choice Vouchers
Support¡ve Housi¡g Program

Pass-through Mun¡cipal¡ty of San Juan:
Hopwa

Pass-through Department ol Family:
Emergency Shelter Grant Program (Prevention)

Subtotal U.S. Department of HUD

U,S. Department of Agrlcultura
Pass-throuqh Education Deparlment:
Child and Adult Care Food Program - Ch¡ld Care
Child and Adult Care Food Program - Early Head Start
Pass-through the Ollice of Adm¡nistration lor Children and Famil¡es:
Child and Adult Care Food Program - Head Start

Subtotal U.S. Department of Agriculture

U.S. Department of Heatth and Human Serv¡ces (HHS)
Direct Program:
Early Head Start
Pass-though the Office of Administration for Ch¡ldren and Families:
Head Start and Early Head Start
Chrld Care Oevelopment Block Grant
Special Programs for the Aging - Title lll, Part B
Special Programs lor the Aging - T¡tle lll, Part C
Nutrition Serv¡ces lncent¡ve Program (NSIP)

Subtotal U.S. Department of HHS

U.S. Deparúnent of Transportatlon
Direct Program:
Federal Trans¡l - Capital lnvestment crants

Subtotal u.S. Department of Transportation

U.S. Oepartment of JBllce
Pass-through Governo/s Of ice

Publ¡c Safety Partnership and Commun¡ty Pol¡cing Grants
Subtotal U.S. Department ol Justice

U.S. Natlonal Endowmer for lhe Human¡ties
Pass-through Education Oepartment:

Promot¡on of the Humanities- Federaustate Partnership
Subtotal U.S. National Endowment for the Humanities

14.218

14.219

$.24A B-05- ¡rC-72-0008
14.231
14.239
14.871
14.235

14.241

14.231

789,013

u,740

259,78s
6,117

246,7A6
1,713,115

57,168

200,779

6'1,603
74.535

930
930

989,85a

7,551,996
417.675
39,254

107,742
54,665

9,161,190

10.558
10.558

10.558

93.600

93.600
93.575
*1.044
99.045
90.053

20.500 so-x-53G7

't 6.7f 0

45.129

See notes to Schedule of Exp.end¡tures of Federal Awards.

19,529
19,529

s 13,758.888TOTAL



1. SIGNIFICANTACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is a summary of the
act¡vity of the Municipality of Toa Baja's federal award programs presented on the
modified accrual basis of accounting in accordance with the requirements of OMB
Circular A-133.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

2. BASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality's basic financial
statements. The reconciliation of expenditures in the basic f¡nancial statements to the
Schedule of Expenditures of Federal Awards is as follows:

Expenditures

Total federal expenditures per schedule $_rcJE¡LSSg

Federal expenditures per basic financial statements included
within:

Hous¡ng and Urban Development Programs $ 9,944,21g

Health and Human Services Programs g,16j,1g0

Federal expenditures included within other
governmental funds 1.253,490

Total $__i_!LZEg§gg

3. LOANOUTSTANDING

At June 30, 2015, the Municipality had an outstanding loan balance under program
Section 108 Loan Guarantee Assistance (CFDA No. 14.248), for which the grantor
does not impose continuing compl¡ance requirements. The outstanding balance of
the Loan Guarantee Assistance was $1 1,200,000.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Municipal Leg¡slature

Municipality of Toa Baja
Toa Bala, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Aud¡ting Sfandards issued by the Comptroller General of the Un¡ted States,
the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of the Municipality of Toa Ba.ia, as of and for the year ended
June 30, 2015, and the related notes to the f¡nanc¡al statements, which collectively
comprise the Municipality's basic financial statements, and have issued our report thereon
dated March 2,2016. The report on the governmental activities was qualified because the
management has not recorded the deferred outf lows/inf lows of resources, and net pension
liabili§, and has not recorded an expense for the current period change in that liability.

lnternal Control over Financial Reporting

ln planning and perform¡ng our aud¡t of the financial statements, we considered the
Municipality's internal control over financial reporting (internal control) to determ¡ne the
audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinions on the f¡nanc¡al statements, but no for the purpose of expressing an opinion
on the effectiveness of the Mun¡cipality's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Municipality's internal control.

A deficiency in ¡nternal control exists when the des¡gn or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A mater¡al
weaknessis a deficiency, or combination of deficiencies, in ¡nternal control, such that there
is a reasonable possibility that a material misstatement of the entity's financ¡al statements
will not be prevented, or detected and corrected on a timely basis . A significant deficiency
is a deficiency, or a combinat¡on of deficiencies, in internal control that is less severe than
a material weakness, yet ¡mportant enough to mer¡t attent¡on by those charged with
governance. Our consideration of internal control was for the limited purpose described in
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the first paragraph of this section and was not designed to ident¡ty all deficiencies in
¡nternal control that might be material weaknesses or, significant deficiencies and
therefore, mater¡al weaknesses or significant deficiencies may exist that were not
identified. we did identify certain deficiency in internal control, described ¡n the
accompanying schedule of findings and questioned costs that we consider to be material
weakness as ¡tems 2015-001 to 2015-003.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial
statements are free from material misstatement, we performed tests of its comptiance w¡th
certa¡n provisions of laws, regulat¡ons, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provis¡ons
was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards and which are described in
the accompanying schedule of findings and questioned costs as items 2015-001 to 201 s-
003.

Purpose of this Repoñ

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
etfectiveness of the entity's internal control oroncompliance. This report is an integral part
of an audit performed in accordance wilh Government Audit¡ng Standardsin conéideiing
the entity's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

San Juan, Puerto Rico
March 2, 2016

The stamp E21O174 ot
Society of Certified P
was affixed to the

/l(o
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR
FEDERAL PROGRAM AND ON ]NTERNAL CONTROL OVER COMPLTANCE

REOUIRED BY OMB CIHCULAR A.133

To the Honorable Mayor
and Municipal Legislature

Municipali§ of Toa Baja
Toa Baja, Puerto Rico

Report on Compliance for each Major Federal Program

We have audited Municipality of Toa Baja' compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and
mater¡al effect on each of Municipality's major federal programs for the year ended
June 30, 2015. Mun¡cipality's major federal programs are identified in the summary of
auditors' results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditors' Responsibili§

Our responsibil¡ty ¡s to express an opinion on compliance for each of Municipali§'s major
federal programs based on our audit of the types of compliance requ¡rements referred to
above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial
audits containedin Government Audit¡ng Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits ol States, Local Governments, and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompl¡ance with
the types of compl¡ance requirements referred to above that could have adirectand
material etfect on a malor federal program occurred. An aud¡t includes examin¡ng, on a test
basis, evidence about Mun¡c¡pality's compliance with those requirements and performing
such other procedures as we cons¡dered necessary in the circumstances.
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we believe that our audit provides a reasonable basis for our opinion on compliance for
each malor federal program. However, our audit does not provide a legal determination of
Municipali§'s compliance.

Basis for Qualified Opinion on Housing Choice Voucher Program and Section 10g
Loan Guarantee

As described in the accompanying schedule of findings and questioned costs, the
Municipality did not comply with requirements regarding CFDA 14.871 Housing Choice
voucher and 0FDA 14.248 section 108 Loan Guarantee as described in finding numbers
2015-004 and 2015-005 for Activities Allowed or Unallowed. Compliance with such
requirements is necessary, in our opinion, for the Municipality to comply with the
requirements applicable to those programs.

Qualified Opinion on Housing Choice Voucher Program and Section 108 Loan
Guarantee

ln our opinion, except for the noncompliance described in the Basis for Qualified opinion
paragraph, the Municipali§ complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material etfect on Housing
Choice Voucher Program and Section 108 Loan Guarantee for the year ended June 3O,
2015.

Unmodified Opinion on Each of the Other Major Federal Programs

ln our opinion, the Municipalis complied, in all material respects, with the spes of
compliance requirements referred to above that could have a direct and material effect on
each of its other major federal programs idenlified in the summary of auditor's results
sect¡on of the accompanying schedule of findings and questioned costs for the year ended
June 30,2015.

Other Matters

The results of our audit¡ng procedures disclosed other ¡nstances of noncompliance, wh¡ch
are required to be reported in accordance with oMB circular A-133 and which are
described in the accompanying schedule of findings and quest¡oned costs as items 2015-
004 and 201 5-005. our opinion on each malor federal program is not modified with respect
to these matters.

Municipality's response to the noncompliance f indings identitied in our audit is described in
the accompanying correct¡ve action plan. Municipality's response was not subjected to the
auditing procedures appl¡ed in the aud¡t of compliance and, accordingly, we express no
opinion on the response.
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Report on lnternal Control over Compliance

Management of the Municipality is responsible for establishing and maintaining effective
¡nternal control over compliance with the spes of compliance requirements refened to
above. ln planning and performing our audit of compl¡ance, we considered Municipality,s
internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with oMB circular A-1 33, but not for the purpose of express¡ng
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an op¡nion on the effectiveness of Municipality's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described
¡n the preceding paragraph and was not designed to identify all deficiencies in ¡nternal
control over compl¡ance that might be material weaknesses or significant deficienc¡es and
therefore, material weaknesses or significant deficiencies may exist that were not
identitied. However, as discussed below, we identified certain deficiencies in internal
control over compliance that we consider to be material weaknesses and significant
deficiencies.

A deliciency in ¡nternal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, ¡n the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with
a type of compliance requ¡rement of a federal program on a timely basis. A material
weakness in internal control over compliance a a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. we considei the
deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as ¡tems 2o1s-oo4 and 2015-oos to 

-be 
material

weaknesses.

A significant deficiency in interna! control over complianceis adeficiency, or a combinat¡on
of deficiencies, ¡n ¡nternal control over compliance with a type of compliance requirement of
a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to mer¡t attention by those charged with governance. we
consider the deficiencies ¡n internal control over compliance described in the
accompanying schedule of findings and questioned costs as items 2015-006 to be
signif ¡cant def ¡ciencies.

Municipality's response to the internal control over compliance findings identified in our
audit is described in the accompanying schedule of findings and questioned costs.
Municipal¡ty's response was not subiected to the auditing procedures applied in the aud¡t of
compliance and, accordingly, we express no opinion on the response.
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The purpose of th¡s report on ¡nternal control over compliance is solely to describe the
scope of our testing of internal control over compliance and the results of that testing
based on the requirements of OMB Circular A-133. Accordingly, this report is not suitable
for any other purpose.

San Juan, Puerto Rico
March 2, 2016

The stamp E210175
Society of Certif¡ed
was affixed to the

Uí?,*uJ;,,n¿ t L
f,\r-flA'B¡):\
.9fn'"?,Ñ;
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íi!flro.9;
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

SUMMARY OF AUDITORS' RESULTS

F¡nanc¡al Statements

Type of auditors' report issued:
Governmental activities:
Governmental funds:

lnternal control over f¡nancial reporting:

Material weakness (es) identif ied?

Reportable condition(s) identified that are not
considered to be material weakness?

Noncompliance material to financial statements
noted?

Federal Awards

lnternal control over major programs:

Material weakness (es) identif ied?

Significant deficiency (ies) identified?

Type of auditors' report issued on compliance for
major programs:

Head Start
Early Head Start
Housing Choice Vouchers
Child Care and Development Block Grant

Any audit findings disclosed that are requ¡red to be
reported in accordance with section 510 (a) of OMB
Circular A-133?

Qualified ooinion
Unmodified opinion

X Yes

Yes

X Yes

X Yes

X Yes

None
X reported

No

None
reported

No

No

Unmodified Opinion
Unmodified Opinion
Qualified Opin¡on

Unmodified Opinion
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

ScHEDULE OF FINDrNGS AND QUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

ldentification of major programs:

CFDA
Numbers

Dollar threshold used to distinguish between spe A and type B programs:
$412,767.

Head Start Program
Early Head Start Program
Child Care and Development Block Grant
Housing Choice Vouchers Program

X Yes No

93.600
93.600
93.575
14.871

[.

Audited qualified as low-risk auditee?

F]ND]NGS - FINANCIAL STATEMENTS AUDIT

. 2015-001: General Fund Deficit

Condition

As of June 30,2015, the Municipalis closed with an accumulated deficit of
$15,074,649, the Munic¡pality has closed ¡ts operations reporting a def¡c¡t on two
of the last five years.

Criteria

Article 7.01 1 (a) of Autonomous Municipal Act (Law 81 of August 30, 1 991), as
amended, establishes that municipalities w¡th def¡cits at the¡r closing dates must
provide for suff¡c¡ent resources during the next fiscal year period in order to cover
such deficit.

sect¡on 3 of the Rev¡sed Regulation over Basic standards for Municipalities of
Puerto Rico (The Regulat¡on) states that special care must be provided for the
estimation of future revenues in order to avoid budget appropriations in excess of
available resources.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND OUESTTONED COSTS (CONT¡NUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2015

Cause

The deficit is caused by the overestimation of budgeted revenues and by the
incurrence ol obligations without the proper consideiation of cunent and füture
available resources. The Mayor and the Finance Director should improve the
budgeting procedures to avoid continuing operating w¡th a deficit each fiscalyear.

Recommendation

The continuing deficit reported by the Municipal¡ty may harm the basic
governmental services provided to ¡ts citizens. we strongly recommend that the
necessary measures are taken in order to stop this trend. The Municipali§ should
work on increasing actual revenues and/or reducing expenditures.

201 5-002: Estimated Revenue Shortfall

Condition

As of June 30, 2015, the Municipality did not meet certain projected revenues by
significant amounts, causing an increase ¡n ¡ts General Fund áeficit (see Finding
2015-001). The following deficiencies were noted based on our comparison oÍ
budgeted revenues versus final operating results:

o For municipal license taxes, the Municipality failed to meet its expectations by
$2.3 million, a 24% budget shortfafi.

' For sales and usage taxes, the Munic¡palis failed to meet its expectations by
$3.3 million, a 1.02"/o budget shortfall.

' For licenses and permits, the Municipality failed to meet its expectat¡ons by
$1 .5 million, a 2.72"/o budget shortfall.

Criteria

section 3 of the Revised Flegulat¡on over Basic Standards for Municipalities of
Puerto Rico (The Regulation) states that special care must be providád for the
estimation of future revenues in order to avoid budget appropriat¡ons in excess of
available resources.
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COMMONWEALTH OF PUEBTO RICO
MUN]CIPALITY OF TOA BAJA

ScHEDULE OF FTNDINGS AND QUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Cause

The Mayor and the Finance Director did not follow adequate budgeting
procedures for establishing reasonable estimates.

Recommendat¡on

The Municipality should revise and amend the budget as current information
related to collections of budgeted revenues became available.

2015-003: lmplementation ol GASB 68

Condition

Management has not recorded the deferred inf lows/outflows of the resources, and
net pos¡tion l¡ab¡lity related to pensions in governmental activities and, has not
recorded and expense for the current period change ¡n that liab¡lity.

Criter¡a

Statement No. 68 of the Government Accounting Standard Board, Accounting and
Financial Report¡ng for Pens¡ons, required to recognize a liabilis as employees
earn the¡r pension benefits (that ¡s, as they provide services to the government).
The employers participating in cost-shar¡ng plans will recognize the¡r proportionate
share of the collective pens¡on amounts for all benefits provided through the plan.
Pension amounts to be recogn¡zed by employers include the net pension liab¡l¡ty,
deferred outflows of resources, defened inflows of resources, and pension
expense. To the extent that a long-term obligation to provide pens¡on benefits
(that is, total pens¡on liabili§) is larger than the value of the assets available in the
plan to pay pension benefits, there ¡s a collective net pension liability for which
each employer will need to report its proportionate share in their financial
statements.

Cause

The Employees' Ret¡rement System of the Government of puerto Rico did not
provide the data related to pension expense and obligation change attributable to
the Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF TOA BAJA

ScHEDULE OF F|ND|NGS AND OUESTTONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Recommendation

Obta¡n the pension data from the Employees' Retirement System of the
Government of Puerto Rico.

III. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

Section 8 Housing Choices Vouchers Program - CFDA No. 14.871

. Condition 2015-004

During the fiscal year the Municipalis used federal funds in unallowable activities.
The funds were used to finance activities of the General Fund. The General Fund
due $140,000 to the Program as of June 30, 2015.

Cause

The immediate needs of economic resources of the General Fund of the
Municipality cause the noncompliance use.

Effect

The Program does not have available the federal funds to use in the allowable
activ¡t¡es. ln addition, the Municipality is not ¡n compliance w¡th activit¡es allowed.

Criteria

Based on 24 CFR Section 570.2O7, ineligible activities, expenses to carry out the
regular responsibil¡ties of the unit of general local government are not eligible for
ass¡stance under this part.

Recommendation

The federal funds used should be reimbursed as soon as possible in order to
correct the situation and to have available the federal funds to use on specific
activities allowed.
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COMMONWEALTH OF PUERTO R¡CO
MUNICIPALITY OF TOA BAJA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONT!NUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Questioned Costs

$140J00

Section 108, Loan Guarantee - CFDA No. 14.248

. Condition 2015-005

During the fiscal year the Municipality used federal funds in unallowable activities.
The funds were used to finance activities of the General Fund. The General Fund
due $2,578,1 64 to the Program as of June 30, 201 5.

Cause

The immediate needs of economic resources of the General Fund of the
Mun¡c¡pality cause the noncompliance use.

Etfect

The Municipality does not have available the federal funds to use in the allowable
act¡vities. ln addition, the Municipali§ is not in compliance with act¡v¡ties allowed.

Criteria

Based on 24 CFA Section 570.207, ineligible act¡vities, expenses to carry out the
regular responsibilities of the unit of general local government are not el¡g¡ble for
assistance under this part.

Recommendation

The federal funds used should be reimbursed as soon as possible in order to
correct the situation and to have available the federal funds to use on specific
activities allowed.

Questioned Costs

s2.578.164
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COMMONWEALTH OF PUERTO R¡CO
MUN¡CIPALITY OF TOA BAJA

SCHEDULE OF FTND|NGS AND QUESTIONED COSTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2015

Child Care Development Block Program - CFDA No. 93.575

o Reportable Condition 2015-006

The Municipality did not submit the first petition report and first quarter
disbursement report on time. The funds should be requested during the first ten
days of the quarter and the disbursement report should be subm¡tted on ne)d
fifteen days after quarter end. The first petition was 178 days late and the first
quarter disbursement was 81 days late.

Criteria

The contract signed into the Municipality and the Agency ("Acuden") includes the
required reports and the due date for submission.

Cause

During the fiscal year, the Municipalis has changes in accounting personnel
related with the functions of report submissions. This situation cause the reports
submission to be affected.

Effect

The program is in noncompliance with federal regulat¡ons related to reporting and
may lost federal funds approved.

Recommendat¡on

The Municipality should assign permanent account¡ng personnel in order to
ma¡ntain accountabil¡ty and comply with all programs requis¡tes.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RrcO
MUNIC¡PAUTY OF TOA BA,IA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS Al{D OUESNONED COSTS

FOR THE FISCAL YEAH ENDED JUNE «I, 2015

The Municipality has not prior year findings and questbned costs to give lollow up.
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Estado Ubre Asociado de Puerto Rico

Ciudad Au6noma deToa Baja
Departamenb de Finanzas

Apartado 2359
Toa Baia, Puerto Rico 00951

Tel. (787) 26r-790r Fax26t-7925
Ert.240É.-24c6,

5{or flnfutücgathotgcs
,Stcat[e

'l,lctor rl. Crltz Wtcto
(Directot

CORRECTIVE ACTION PLAN

March 2, 2016

Cognizant or Oversight Agency for Audit:

Municipality of roa Baja respectfully submits the following conective action plan for the
year ended June 30, 2015.

Name and address of independent public accounting firm: ortiz, Rivera, Rivera & co.,
Suite '152, PO Box 70250, San Juan, Puerto Rico 00936-7250.

Audit per¡od: Fiscal year ended June 30, 2015.

The findings ftom the June 30, 2015 schedule of findings and questioned costs are
discussed below. The findings are numbered consistenily with the numbers assigned ¡n
the schedule.

FIND]NGS - FEDERAL AWARD PROGRAM AUDITS

A. Section 8 Housing Choices Vouchers program - CFDA No. 14.871

. Reportable Condition: See condition 2015404

Recommendation

The federal funds used should be reimbursed as soon as possible in order to
correct the situation and to have available the federal funds to use on specific
activities allowed



Action Taken

The Municipali§ reimbursed part of the amount and is in process to re¡mburse
the complete amount.

B. Section 108, Loan Guarantee - CFDA No. 14.2¡E

. Reportable Condition 2015-005

Recommendation

The federal funds used should be reimbursed as soon as possible ¡n order to
conect the situation and to have available the federal funds to use on specific
activities allowed.

Action Taken

The Municipali§ is in proc€ss to make the conesponding reimbursement ¡n
order to conect the situation.

C. Child Care and Development Block Grant - CFDA No. 93.575

. Reportable Condiüon 2015-006

Recommendation

The Municipality should assign permanent accrunting personnel in order to
ma¡nta¡n accountability and comply w¡th all programs requisites.

Action Taken

The Municipality ass¡gns personnel to maintain the accountability, but will be
enforce the recommendation.

lf the Cognizant or Oversight Agency for Audit has quest¡ons regarding this plan, please
call Mr. Víctor Cruz, al (787) 261-7997 .

Cordially,

lt
.. l-';^tvl ¿'t--

Víctof Cruz -l
Finance Directql


