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CARLOS R. DIAZ, CPA, PSC 
CERTIFIED PUBLIC ACCOUNT ANTS ANO CONSULT ANTS 

INDEPENDENT AUDITOR'S REPORT 

To the Honorable Mayor and 
Municipal legislative Body 

Municipality of Comerio 
Comerio, Puerto Rico 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund information of 
Municipality of Comerio, as of and for the year ended June 30, 2014, and the related notes to the 
financial statements, which collectively comprise the Municipality of Comerio basic financial statements 
as listed in the table of contents. We did not audit the financial statement of the Rio Plata Project, 
which represents 100% of total assets, net position and revenue of the business type activities. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did not 
audit the financial statements of the business type activities. Those statements were audited by other 
auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts 
included for Rio Plata Project, is based solely on the report of the other auditors. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in 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. 

A C o.A.• Governmental 
- r J"'\ Audit OuaJity Center 

MEMBER: 
American Institute of Certified Public Accountants 
Puerto Rico Society of Certified Public Accountants 

PO BOX 408, 44 RAFA£l LASA ST, AGUAS SUENAS, PUERTO RICO 00703 TEL: 787-732-8020 FAX: 787-732-0685 EMAIL: cdiaz@carlosrdiazcpa.com 
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INDEPENDENT AUDITOR'S REPORT (CONTINUED): 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of t he risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 

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

Opinions 

In our opinion, based on our audit and the report of other auditor, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the governmental 
activities, the business-type activities, the discretely presented component units, each major fund, and 
the aggregate remaining fund information of the Municipality of Comerio, as of June 30, 2014, and the 
respective changes in financial position, and, where applicable, cash flows thereof for the year then 
ended in accordance with accounting principles generally accepted in the United States of America . 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information on pages 4 to 12 and 44 to 46 be 
presented to supplement the basic financial statements. Such information, although not a part of the 
basic financial statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential part of financial reporting for placing the basic financial statement s in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of 
preparing the information and comparing the information for consistency with management's responses 
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of 
the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Municipality of Comerio's basic financial statements. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as required 
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non
Profit Organizations, and is not a required part of the basic financial statements. 

2 
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INDEPENDENT AUDITOR'S REPORT (CONTINUED): 

Such information is the responsibility of management and was derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements. The 
information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the basic financial statements 
or to the basic financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the 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 

In accordance with Government Auditing Standards, we have also issued our report dated December 2, 
2014, on our consideration of the Municipality of Comerlo internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, contract s, and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and t he results of that testing, and not to 
provide an opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
Municipality of Comerlo internal control over financial reporting and compliance. 

January 26, 2015 
Aguas Buenas, Puerto Rico 

The stamp No. E107080 of the Puerto Rico 
Society of Certified Public Accountants was 
affixed to the origina l of this report . 
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INTRODUCCION 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COM ERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
YEAR ENDED JUNE 30, 2014 

The following discussion presents an overview of the financial position and financia l activities of the 
Municipality Autonomous of Comerfo (The Municipality) for the year ended June 30, 2014. This 
discussion was prepared by the Municipality management and should be read in conjunction with the 
financial statements and notes thereto, which follow. 

FINANCIAL HIGHLIGHTS 

The financial position on the Municipality remains strong at June 30, 2014, with tota l assets of 
$62,179,545, total liabilities of $10,026,357, and total net position of $51,883,952. Municipal ity net 
position increased $1,084,997 in comparison with June 30, 2013 balance of $50,798,955. An overview of 
each statement is presented below along with a financial ana lysis of the transactions impacting the 
statement. 

Condensed financial statements for the Municipality at June 30, 2014. 

Condensed Statement of Net Position 

2013 2014 
Assets 
Capital Assets $54,652, 773 $54,089,405 
Other Assets 6,268,595 8,090,140 

60,921,368 62,179,545 

Liabilities, Deferred Inflows of Resources and Net Position 
Long-Term Debt 8,726,593 8,561,049 
Other Liabilities 1,395,820 1,479,004 

10,122,413 10,026,357 

Deferred Municipal Tax 269,236 

Invested in Capital Assets 48,326,369 53,589,970 
Restricted for Debt Services 1,781,306 1,121,057 
Capital Projects 1,370,319 2,092,022 
Replacements and Others 754,714 704,761 
Un restricted {1,4331753) {5,623,858) 

Total Net Position $50!798,955 $51.883,952 

4 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

2013 

Revenues 
Program Revenues: 

Charges for Services $ 152,948 
Operating Grants 2,264,920 
Capital Grants 1,646,821 

General Revenue: 

Taxes: 
Property Tax 1,032,569 
Municipal Tax 600,736 

Sale Tax 1,160,070 
Construction Excise Taxes 119,777 
Grants and Entitlements 8,226,862 

15,670,597 

Expenditures 
General Administ ration 6,026,105 
Public Safety 935,178 
Education, Cultu re and Recreational 996,694 
Public Works and Sanitation 4,278,137 
Health and Welfare 2,208,510 

Public Relation 352,156 

Planning and Genera l Services 516,319 

Interest 156,946 

Housing 470,564 

15,993,715 

Changes in Net Position (323,118) 

Net Position at beginning 51,122,073 

Net Position at end $50.798.955 

5 

2014 

$ 61,807 
2,944,603 
1,781,953 

1,369,839 
547,998 

1,465,481 
94,665 

8,764,038 

17,467,550 

6,444,572 
755,299 
987,100 

4,324,717 
2,028,884 

431,894 
648,857 
240,638 
479,559 

16,382,553 

1,084,997 

50,798,955 

$51.883.952 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

USING THE FINANCIAL STATEMENTS 

The Municipality's financial statements were prepared in accordance with standards issued by the 

Governmental Accounting Standards Board (GASB). In June 1999, the GASB issued Statement No. 34, 

Financial Statements and Management's Discussions and Analysis for State and Local Governments. The 

financial statement presentation required by GASB statement no. 34 provides a comprehensive, entity

wide perspective of the Municipality's assets, liabilities, deferred inflows of resources, net assets, 

revenues, expenditures, changes in net position and cash flows. 

The financial statements report information of the Municipality's as a whole and include the financial 

results of Rio Plata Development, a Business Type Division of the Municipality. 

OVERVIEW OF BASICS FINANCIAL STATEMENTS 

The Municipality's financial statements include three components: (1) the government-wide financial 

statements, (2) the fund financial statements, and (3) the notes to the financial statements (collectively 

known as the basic financial statements). This report also contains additional required supplementary 

information (budgetary schedules) in addition to the basic financial statements themselves. These 

components are described below: 

Government-Wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad overview of the 

Municipality's operations and finance as a whole in a manner similar to private-sector business. These 

statements provide short-term and long-term information about the Municipality's financial position, 

which assist the Municipality's management to determine the economic condition at the end of the 

fiscal year. These financial statements are prepared using the flow of economic resources measurement 

focus and the accrual basis of accounting. This basically means that these financial statements follow 

methods that are similar to those used by most business. They take into account all revenues and 

expenses connected with the fiscal year ended June 30, 2014 even if cash involved have not been 

received or paid. The government-wide fiscal statements include: (1) the statements of net position and 

(2) the statements of activities. 

Statement of Net Position 

The statement of net position presents all of the Municipality's assets and liabilities, with the difference 

between these two items reported as "net position" (equity). Over time, increases or decreases in the 

net assets may serve as a useful indicator of whether the financial position of the Municipality is either 

improving or deteriorating. 

6 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

Statement of Activities 

The statement of activities presents information showing how the Municipality's net position changed 

during the fiscal year ended June 30, 2014. All changes in net position are reported as soon as the 

underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, 

revenues and expenses are reported in this statement for some items that will not result in cash flows 

until future fiscal periods (such as uncollected taxes and earned but unused vacation leave). This 

statement also presents a comparison between direct expenses and program revenues for each function 

of the Municipality. 

Both of the abovementioned financial statements present all the governmental activities of t he 

Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal grants). 

Most services provided by the Municipality fal l into this category, including culture, recreation and 

education, general government, health and sanitat ion, public safety, public housing and welfare, etc. 

Fund Financial Statements 

The Municipality's fund financial statements, which consist of: (1) the ba lance sheet - governmental 

funds and (2) the statements of revenues, expenditures, and changes in fund ba lances - governmental 

funds. These financial statements report the financia l position and results of operations of the 

Municipality's government funds. 

A fund is a grouping of related accounts that is used to maintain control over recourses that have been 

segregated for specific activities of objectives. The Municipality, like most other state and local 

governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal 

requirements. Each fund is considered an independent fiscal entity accounted for within a set of self

balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures, Fund 

accounting segregates fund according to their intended purpose and is used to aid management in 

demonstrating compliance with legal, financial and contractual provisions. 

The fund financial statements focus on: (1) individual parts of the Municipality's government and (2) 

reporting the Municipality's operations in more detail than t he government-wide financial statements. 

For financial reporting purposes, the Municipality classifies its funds within the following fund 

categories: (1) general fund, (2) debt service fund, (3) special revenue funds and (4) capital projects 

funds (collectively known as the "governmental funds"). 

7 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

Fund Financial Statements (Continue) 

Governmental funds are used to account for all of the services provided by the Municipality. 

Governmental funds are used to account for essentially the same functions reported as governmental 

activities in the governmental-wide financial statements. However, unlike the government-wide 

financial statements, governmental fund financial statements focus on near-term inflows and outflows 

of expendable resources. They also focus on the balances of expendable resources available at the end 

of the fiscal year. This approach is known as using the flow of current financial resources measurement 

focus and the modified accrual basis of accounting. These statements provide a detailed short-term view 

of the Municipality's finances that assists in determining whether there will be adequate financial 

recourses available to meet the currents needs of the Municipality's, that is, evaluating the 

Municipality's near-term financing requirements. 

Because the focus of governmental fund is narrower than that of the government-wide financial 

statements, it is useful to compare the fund information presented for governmental fund with similar 

information presented for governmental activities in the government-wide financial statements. By 

doing so, readers may better understand the long-term impact of the Municipality's near-term financial 

decisions. 

For financial reporting purposes the Municipality has three major funds: (1) the general fund (2) the 

debt service fund and (3) HUD Block Grant. 

Component Unit 

Empresa Municipal Area Recreativa Media Luna is a for Profit Organization created under Law 181 of 

August 11, 2011 which amended Law 81 of August 30, 1991, known as "Ley de Municipios Aut6nomos 

del Estado Libre Asociado de Puerto Rico " for the purpose of define franchises and municipal 

enterprises and authorize municipalities to create, purchase, sell, operate and do the necessary 

commercial activity related to establish procedures and operating methods for them. 

The Municipality of Comerio, Puerto Rico (The Owner) holds legal title of the Organization thru 

Municipal Law Number 17, Series 2012-2013, of May 15, 2013. The Major of the Municipality of 

Comerfo appointed the Board of Directors of five (S) of its staff directors. This Board of Directors is 

responsible to establish administrative and operating procedures in accordance with laws that govern 

these entities. The organization is administered by a Manager designated by the Board of Directors. 

The Organization entered into agreement with the Municipality of Comerfo providing the use of the 

property located in the area. The accounting policies followed by the Organization conform to the 

industry practices and are based on accounting generally accepted in the United States of America 

(GAAP). 

8 
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COMMONWEALTH OF PUERTO RICO 
M UNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

Notes to the Basic Financial Statements 

The notes to the basic financial statements provide additional information that is essential to a full 

understanding of the data provided in the government-wide and the fund financial statements. The 

notes to the basic financial statements can be found immediately following the basic financial 

statements. 

Required Supplementary Information 

The basic financial statements are followed by a section of required supplementary information 

consisting of a budgetary comparison between actual operating results with the original budget and the 

final amended budget for the general fund. 

ANALYSIS OF FINANCIAL POSITION AND RESULTS OF OPERATIONS 

Statements of Net Position 

The statement of net position presents the assets, liabilities and net position of the Municipality as of 

the fiscal year ended June 30, 2014. The net position are displayed in three parts, invested in capital 

assets restricted an unrestricted. Restricted net position may either be expendable or nonexpendable 

and are those asset are restricted by law o by an external donor. Unrestricted net position, while they 

are generally designated for specific purposes. The statement of net position, along with the 

Municipality's basic financial statements, is prepared under t he accrual basis of accounting, whereby 

revenues are recognized when realized and expenses are recorded when the service or good is received, 

regardless of when the cash is exchanged. 

Cash and cash equivalents represents 5.88% of total assets while cash with fiscal agent represents 2.25% 

of it. Capital assets amount to 86.87% of total assets. The other 5.% represents receivables, and 

restricted cash. 

Municipality's cash and cash equivalents changed from $1,985,891 at June 30, 2013 to $3,584,746 at 

June 30, 2014. Capital assets decreased from $54,652,773 to $54,089,405 for the same period. 

Current liabilities consists primary of accounts payable and accrued expenses which represent 14.61% of 

total liabilities. Long term debt represents 85.39% of total liabilities. 

Net assets represent the residual interest in the Municipality's assets after liabilities are deducted. 

9 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

Statements of Net Assets (Continue) 
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Net Position 

• Invested In Capital! Assets 

Replacement And Others 

As of June 30, 2014 net position amounted to $ 51,883,952. Net position invested in capital assets 

amounted to $53,589,970 (103.12%). Replacement and others net position amounted to $1,622,381 

(3.12%). 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

Stat ements of Net position (Continue) 

The following illustrations demonstrate the Municipality's major sources of revenues and expenses. 

10% 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUE) 
YEAR ENDED JUNE 30, 2014 

CAPITAL ASSET AND DEBT ADMINISTRATION 

Capital Assets 

The Municipality's investment in capital assets as of June 30, 2014, amounts to $77,803,000 with an 

accumulated depreciation of $23, 713,595 (including depreciation charges for the year totaled 

$2,229, 768), leaving a net book value of $54,102,189. This investment in capital assets includes land, 

constructions in progress, buildings, improvements, equipment, infrastructure, machinery and 

equipment and vehicles. Infrastructure assets are items that are normally immovable and of value only 

to the state, such as roads bridges, streets and sidewalks, drainage systems, lighting systems, and similar 

items. 

The Municipality finances a significant portion of its construction activities through bond or notes 

issuances. The proceeds from bond and notes issuances designated for const ruction activities are 

committed in its entirety for such purposes and cannot be used for any other purposes. 

Debt Administration 

The Puerto Rico Legislature has established a limitation for the issuance of general obligation municipal 

bonds and notes for the payment of which the good faith, credit and taxing power of each municipality 

may be pledged. 

The applicable law also requires that, in order for a Municipality to be able to issue additional general 

obligation bonds and notes, such Municipality must have sufficient "payment capacity". Act No.64 

provides that a Municipality has sufficient "payment capacity" to incur additional general obligation 

debt if the deposits in such municipality's Redemption Fund and the annual amounts collected with 

respect to such Municipality's Special Additional Tax (as defined below), as projected by GDB, will be 

sufficient to service to maturity the Municipality's outstanding general obligation debt and the 

additional proposed general obligation debt ("Payment Capacity''). 

The Municipality is required under applicable law to levy the Special Additional Tax in such amounts as 

shall be required for the payment of its general obligation municipal bonds and notes. In addition, 

principal of and interest on all general obligation municipal bonds and notes and on all municipal notes 

issued in anticipation of t he issuance of general obligation bonds issued by the Municipality constitute a 

first lien on the Municipality's basic tax revenues. 

12 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERIO 

STATEMENT OF NET POSITION 

As OF JUNE 30, 2014 

PRIMARY GOVERNMENT 

GOVERNMENTAL BUSINESS-TYPE 
ACTIVITIES ACTIVITIES TOTAL 

ASSETS 

Cash in bank $ 3,558,314 $ 26,432 $ 3,584,746 
Cash with fiscal agent 1,399,131 1,399,131 
Investment in certificates of deposit 800,000 800,000 
Accounts receivable: 

Property tax 1,038,172 1,038,172 
Sale tax 154,319 154,319 
Other agencies 376,480 12,649 389,129 

Others 19,882 19,882 

Restricted cash 704,761 704,761 
Other assets 

Capital assets, net 53,108,469 980,936 54,089,405 

Total Assets 60,434,885 1,744,660 62,179,545 

LIABILITIES 

Accounts payable and accrued expenses 841,189 23,837 865,026 
Advance from other governments 56,269 56,269 
Deposits 71,628 13,236 84,864 
Due to other governments 459,149 459,149 
Long-term debt: 

Due within one year 1,261,194 148,080 1,409,274 
Due in more than one year 6,800,420 351,355 7,151,775 

Total Liabilities 9,489,849 536,508 10,026,357 

DEFERRED INFLOWS OF RESOURCES: 

Deferred municipal tax 269,236 269,236 
269,236 269,236 

NET POSITION 

Invested in capital assets, net of related liabilities 53,108,469 481,501 53,589,970 
Restricted for: 

Debt service 1,121,057 1,121,057 
Other provided by grantors 2,092,022 2,092,022 
Replacements and other 704,761 704,761 

Unrestricted (5,645,748) 21,890 (5,623,858) 

Total Net Position s 50,675,800 $1,208,152 $51,883,952 

The accompanying notes are an integral part of these financial statements. 
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COMPONENT 
UNIT 

$77,830 

6,719 
12,784 

97,333 

13,696 

13,696 

12,784 

70,853 

$83,637 
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FUNCTIONS AND PROGRAMS 

Governmental activities: 

General administration 
Public safety 
Education, culture and recreational 
Public works and sanitation 
Health and welfare 
Public relations 
Planning and general service 
Interest 

Total governmental activities 

Business type-activities: 
Housing 
Interest 

Component Unit: 
Hospitality 

Total 

r r r r 

COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERro 

STATEMENT OF A CTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

( r 

PROGRAM REVENUES 

CHARGE OPERATING CAPITAL GRANTS 
FOR GRANTS AND AND 

EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS 

$ (6,444,572) $ 413,883 
(755,299) 46,411 
(987,100) $ 7,738 539,671 

(4,324,717) $1,781,953 
(2,028,884) 54,069 1,338,186 

(431,894) 
(648,857) 
(240,638) 

(15,861,961) 61,807 2,338,151 1,781,953 

(479,559) 606,452 
(41,033) 

(520,592) 606,452 

$(16.382.553) Sfil.8QZ ~-2l.9~~.6Q3 ~1,781,953 
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NET 
{EXPENSE)/ 
REVENUE COMPONENT UNIT 

$ (6,030,689) $(213,068) 
(708,888) 
(439,691) 

(2,542,764) 
(636,629) 
(431,894) 
(648,857) 
(240,638) 

(11,680,050) (213,068) 

126,893 
(41,033) 

294,134 
85,860 294,134 

~(ll,59~,19Q) ~ 81,.0-6.Q 

(Continue) 
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Net (expense)/revenue 
General revenue: 

Taxes: 
Property taxes 
Municipal tax 
Sale tax 
Construction excise tax 

Grants and entitlements 
Licenses and permits 
Interest 
Rent 
Other 

Total general revenues 

Changes in net position 

Net position at beginning 

Net position at end 

r r 

COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

STATEMENT OF A CTIVITIES (CONTINUED) 

FOR THE Y EAR ENDED JUNE 30, 2014 

GOVERNMENTAL BUSINESS-TYPE 

ACTIVITIES ACTIVITIES 

S{ll,680,050) $ 85,860 

1,369,839 
547,998 

1,465,481 
94,665 

8,764,038 
11,645 
42,740 1,160 

271,705 
109,302 614 

12,612,413 1.774 

997,363 87,634 

49,678,437 1.120.518 

s ~O.fi72 .aoo $.l,2..Q.6,ill 

The accompanying notes are an integral part of these financial statements. 
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TOTAL COMPONENT UNIT 

S{ll,594,190) $81,066 

1,369,839 
547,998 

1,465,481 
94,665 

8,764,038 
11,645 
43,900 

271,705 
109.916 2.571 

12.679.187 2.571 

1,084,997 83,637 

50,798,955 

s 51,883,952 $_83.63J 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERIO 

BALANCE SHEET 

GOVERNMENTAL FUNDS 

As OF JUNE 30, 2014 

ASSETS 

MAJOR FUNDS 

DEBT OTHER TOTAL 

GENERAL SERVICE GOVERNMENTAL GOVERNMENTAL 

FUND FUNDS FUNDS FUNDS 
Cash: 

Cash in bank $1,927,439 $1,630,875 $3,558,314 
Cash with fiscal agent $ 996,545 402,586 1,399,131 
Investment in saving certificates 600,000 200,000 800,000 

Receivables: 

Property taxes 910,687 127,485 1,038,172 
Safe tax 86,845 67,474 154,319 
Due from other governmental agencies 18,015 358,465 376,480 
Due from other funds 369.938 369,938 

Total Assets S3,894,909 ~1,209,519 S2,591,926 S7,696,354 

LIABILITIES, DEFERRED OUTFLOWS OF RESOURCES AND FUND BALANCE 

liabilities: 

Accounts payable and accrued expenses $ 620,937 $ 73,697 $ 694,634 
Advances from other governments 56,269 56,269 
Deposits 71,628 71,628 
Due to other fund 369,938 369,938 
Due to other governments 459,149 459,149 

Total liabilities 1.151,714 499,904 1,651,618 

Deferred inflows of resources: 

Deferred property tax 688,996 $ 88,462 777,458 
Deferred municipal tax 269,236 269,236 

958,232 88,462 1,046,694 

Fund Balance 

Restricted for debt service 1,121,057 1,121,057 
Restricted for other purposes 2,092,022 2,092,022 
Unassigned 1,784,963 1,784,963 

Total Fund Balance 1,784,963 1,121,057 2,092,022 4,998,042 

Total liabilities and Fund Balance $3.894.909 $1.209.519 $2.591.926 $7.696.354 

The accompanying notes are an integral part of these financia l statements. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

RECONCILIATION OF THE GOVERNMENTAL FUNDS 

BALANCE SHEET TO THE STATEMENT OF NET POSITION 

As OF JUNE 30, 2014 

Fund Balances in Governmental Funds 

Amounts reported for Governmental Activities in the Statement of Net 
Position are different because: 

Capital assets used in governmental activities are not financial 
resources and therefore are not reported in the funds. 

Receivables deferred in governmental fund financial statements 

Long-term liabilities are not due and payable in the current period 
and therefore are not reported in the funds: 

Bonds and notes payable 
Accrued interest 
Compensated absences 
Advances from CRIM 

Total net position in statement of net position 

The accompanying notes are an integral part of these financial statements. 
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$ 4,998,042 

53,108,469 

777,457 

(6,022,000) 
(146,554) 

(1,430,260) 
(609,354) 

$50.675.800 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

STATEMENTS OF REVENUES, EXPENDITURES 
AND CHANGES IN FUND BALANCE-GOVERNMENTAL FUNDS 

FOR THE YEAR ENDED JUNE 30, 2014 

Revenues: 
Taxes: 

Property taxes 
Municipal tax 
Sales tax 
Construction excise taxes 

Grants and entitlements 
Rental income 
licenses and permits 

Interest 
Other 

Total Revenues 

Expenditures: 
General administration 
Public safety 
Education and recreational 
Public works and sanitation 
Health and welfare 
Public Relation 
Planning and general services 
Debt service: 

Principal 
Interest 

Total expenditures 

Excess of revenue over expenditures 

Othe r financing sources (uses): 
Operating transfer in 

Operating transfer out 

Proceed form loan 

Total other financing sources 

Excess of revenues and other financing 
sources (under) expenditures and 
other financing sources 

MAJOR FUNDS 

GENERAL 
FUND 

DEBT 
SERVICE 
FUNDS 

$ 914,566 $ 336,732 
547,998 

1,046,063 419,418 
94,665 

8,523,695 
325,774 

11,645 
42,486 254 

117,040 

11,623,932 

6,074,396 
666,985 
384,629 

2,351,212 
752,277 
431,894 
498,557 

11,159,950 

463,982 

878,032 

(46,680) 

831,352 

1,295,334 

756,404 

302,000 
156,675 

458,675 

297,729 

(46,680) 

(878,032) 

(831,352) 

(533,623) 

Fund balance beginning of year t.Jka \ 489,629 1,654,680 

Fund balance at end of year ~YJ'l'f $ 1.784.963 $1.121,057 

The accompany;ng notes are an ;ntegra;~rii?fe!ese f~n;ndal statements. 

OTHER TOTAL 
GOVERNMENTAL GOVERNMENTAL 

FUNDS FUNDS 

$4,360,447 

4,360,447 

164,088 
47,411 

313,671 
2,396,229 
1,272,345 

4,193,744 

166,703 

555,000 

555,000 

721,703 

1,370,319 

$2.092.022. 

$ 1,251,298 
547,998 

1,465,481 
94,665 

12,884,142 
325,774 
11,645 
42,740 

117,040 

16,740,783 

6,238,484 
714,396 
698,300 

4,747,441 
2,024,622 

431,894 
498,557 

302,000 
156,675 

15,812,369 

928,414 

924,712 

(924,712) 
555,000 

555,000 

1,483,414 

3,514,628 

$ 4.998,042 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES 

AND CHANGES IN FUND BALANCES OF G OVERNMENTAL 

FUNDS TO THE STATEMENT OF A CTIVITIES 

FOR THE YEAR ENDED JUNE 30, 2014 

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 activities and changes in net position, the cost of those 
assets is allocated over their estimated useful lives and reported as 
depreciation expense. This is the amount of capital assets recorded in 
the current period. 

Depreciation expense on capital assets is reported in the statement of 
activities, but they do not require the use of current financial resources. 
Therefore, depreciation expense is not reported as expenditures in 
governmental funds. 

Governmental funds report principal payments on long-term debt as 
expenditures, whereas the principal payments reduce the long-term debt 
in the statement of net position. 

Governmental fund report proceed from loans as other financial sources, 
whereas the proceed from loan increase the long term debt in the 
statement of net position. 

Changes in accrued expenses which do not require the use of current 
financial resources: 

Interest 
Compensating absences 
Deferred property tax 

Governmental funds report payments of other long-term debt as 
expenditures whereas the payments reduce the long-term debt in the 
in the statement of net position. 

Changes in Net Position of Governmental Activities 

The accompanying notes are an integral part of these financial statements. 
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$ 1,483,414 

1,572,664 

(2,124,128) 

302,000 

{555,000) 

{83,963) 
265,776 
118,541 

18,059 

$ 997.363 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

STATEMENT OF FINANCIAL POSITION-PROPRIETARY FUND 

JUNE 30, 2014 

Current Assets: 

Cash 
Accounts receivable: 

HUD 
Other 

Property and Equipment 

Restricted deposits 

ASSETS 

PROPRIETARY FUND 

Rio PLATA DEVELOPMENT 

$ 26,432 

12,649 
19,882 

58,963 

980,936 

704,761 

$1.744.660 

LIABILITIES AND NET POSITION 

liabilities: 
Current l iabilities: 

Current maturities of mortgage note 
Accounts payable and accrued expenses 

Long-term liabilities: 
Tenants deposits 
Mortgage note, net of current maturities 

Total liabilities 

Net position, temporally restricted 

Total liabilities and net position 

$ 148,080 
23,837 

171.917 

13,236 
351,355 
364,591 
536,508 

1,208,152 

$1.744.660 

The accompanying notes are an integral part of these financial statements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

STATEMENT OF ACTIVITIES - PROPRIETARY FUND 

YEAR ENDED JUNE 30, 2014 

Revenues: 
Rent 
Financial 
Others 

Total revenues 

Expenses: 
Administrative 
Utilities 
Operating maintenance 

Taxes and insurance 
Depreciation 
Interest 

Total Expenses 

Change in net position 

Net position, beginning of year 

Net position, end year 

PROPRIETARY FUND 

RfO PLATA DEVELOPMENT 

$ 606,452 
1,160 

614 

608,226 

156,706 
10,274 

165,193 
41,746 

105,640 
41,033 

520,592 

87,634 

1,120,518 

$1.208.152 

The accompanying notes are an integral part of these financial statements. 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERIO 

STATEMENT OF CASH FLOWS- PROPRIETARY FUND 

FOR THE YEAR ENDED JUNE 30, 2014 

PROPRIETARY FUND 

RfO PLATA DEVELOPMENT 

Cash flows from operating activities: 

Receipts: 

Rental receipts $610,057 
Interest receipts 1,160 
Other operating receipts 614 

Total receipts 611,831 

Disbursements: 

Administrative 32,714 
Management fee 49,634 
Utilities 10,274 
Salaries and wages 134,380 
Operating and maintenance 107,480 
Property insurance 11,975 
Miscellaneous taxes and insurance 20,243 
Interest on first mortgage 41,033 

Total d isbursements 407,733 

Net cash provided by operating activities 204,098 

Cash flows from investing activities: 
Deposits to the reserve for replacement account (31,423) 
Withdrawals at reserve for replacement account 81,549 
Net deposits to the residual receipts account (73) 
Net purchase of fixed assets (93,736) 

Net cash used in investing activities (43,683) 

(Continue) 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMER(O 

STATEMENT OF CASH FLOWS - PROPRIETARY FUND (CONTINUE) 

FOR THE YEAR ENDED JUNE 30, 2014 

Cash flows from operating activities: 
Principal payments- first mortgage 

Net cash used in financing activities 

Net decrease in cash 

Cash at beginning of year 

Cash at end of year 

Reconciliation of chance in total net position 
from operation to net cash provided by 
operating activities: 
Change in total net position 

Adjustment to reconcile change in total 
net position from operations to net cash 
provided by operating activities: 
Depreciation expense 
(Increase) decrease in: 

Tenant accounts receivable 
Cash restricted for tenant security deposits 
Accounts payable 
Accrued liabilities 
Tenant security deposits held in trust 

Net cash provided by operating activities 

PROPRIETARY FUND 

Rio PLATA DEVELOPMENT 

$(134,709) 

(134,709) 

25,706 

726 

$ 26.432 

$ 87,634 

105,640 

3,605 
100 

7,219 

(100) 

$.]04.098 

The accompanying notes are an integral part of t hese fi nancia l statements. 
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1. ORGANIZATION 

COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERJO 

NOTES TO THE FINANCIAL STATEMENTS 

JUNE 30, 2014 

The Municipality of Comerfo (the Municipality) was established in 1826. The Municipality is a 
political and legal entity with full legislative and administrative faculties in every affair of municipal 
character, with perpetua l succession, existence and legal personal ity separate and independent from 
the government of the Commonwealth of Puerto Rico. 

The municipal government is comprised of the executive and legislative bodies, which are elected 
every four years in the Puerto Rico general elections. The executive power is exercised by the Mayor 
and the legislative power by the Municipal Legislative Body, which has fourteen members. 

The Municipality provides the following services to its community: health, public works, education, 
public safety, housing, community and social services, welfare, culture and recreation, as well as 
many other general and administrative services. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The accounting and reporting policies of the Municipality relating to the funds included in the 
accompanying basic financial statements conform to accounting principles generally accepted in the 
United States of America applicable to state and local governments. Generally accepted accounting 
principles for local governments include those principles prescribed by the Governmental Accounting 
Standards Board (GASB), the American Institute of Certified Public Accountants in the publicat ion 
entitled Audits of State and Local Governmental Units and by the Financial Accounting Standards 
Board (when applicable). The more significant policies of the Municipality are described below. 

Reporting entity 

A reporting entity consists of the primary government, component units, and other organizations 
that are included to ensure that financial statements are not misleading. The primary government of 
the Municipality consists of all funds and departments that are not legally separate from the 
Municipality. For the M unicipality of Comerfo, this includes various services including police 
protection, recreation (including parks), street maintenance and repair, sanitation, and general 
administrative services. The operation of each of these activities is directly controlled by Municipality 
Legislative Body th rough the budgetary process. 

As required by US GAAP, these financial statements present the Municipality and its component unit. 

Discretely Presented Component Unit 

The Empresa Municipal Area Recreativa Media Luna (ARML) is a legally separate municipal 
corporation created to operate and manage a hotel, restaurant, activities salon, pools and 
recreationa l areas. Members of the Board are appointed by the Mayor and are executive employees 
of the Municipality. The Municipality provides financial support to ARML by providing the physical 
structures, land and utilities expenses wit hout charge. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

N OTES T O THE FINANCIAL STATEM ENTS (CONTINUED) 

JUNE 30, 2014 

2. SUMM ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Government wide and fund financial statements 

The government-wide financial statements (i.e., the statement of net position and the statement of 
changes in net position) report information on all the activities of the primary government and its 
component units. For the most part, the effect of interfund activity has been removed from these 
statements. Governmental act ivities which normally are supported mainly by taxes and 
intergovernmental revenues are reported separately from business-type activities, which rely to a 
significant extent on fees and charges for support. Likewise, the primary government is reported 
separately from certain legally separate component units for which the primary government is 
financially accountable. 

The statement of activities demonstrates the degree to which the direct 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 a) charges to customers 
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a 
given function or segment and b) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and other items not 
properly included among program revenues are reported instead as general revenues. 

The fund financial statements segregate transactions related to certain functions or activities in 
separate funds in order to aid financial management and to demonstrate legal compliance. These 
statements present each major fund as a separate column on the fund financial statements; all non
major funds are aggregated and presented in a single column. 

The Municipality reports the following major governmental funds: 

1) General Fund 

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

2) Debt Service Fund 

This fund is used to account for the accumulation of resources from addition property tax and 
sales and use tax for and the payment of, general long-term debt principal, interest and related 
cost. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

N OTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Measurement focus, basis of accounting and financial statement presentation 

The government-wide Statement of Net Position and the Statement of Activities, both government and 
business type activities, are presented using the economic resources measurement focus and the 
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the time 
the 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 eligibility requirements imposed by the provider have been met. 

The governmental fund financial statements are presented using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as 
they are both measurable and available. Under this method revenues are considered to be available 
when they are collectible within the current period or soon enough thereafter to pay liabilities of the 
current period. For this purpose, the government considers revenues to be available if they are collected 
within 90 days (except property taxes t hat are 60 days) of the end of the current fiscal period. 
Expenditures generally are recorded when a liability is incurred, except for debt service, compensated 
absences and claims and judgments expenditures which are reported when payment is due. 

Property taxes, franchise 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. Only the portion of special assessments receivable due within the current fiscal period is 
considered to be susceptible to accrual as revenue of the current period. All other revenue items are 
considered to be measurable and available only when cash is received by the government. 

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989 
generally are followed in the government-wide financial statements to the extent that those standards 
do not conflict with or contradict guidance of the Governmental Accounting Standards Board. 
Governments also have the option of following subsequent private-sector guidance for their business
type activities and enterprise funds, subject to this same limitat ion. The government has elected not to 
follow subsequent private sector guidance. 

As a general rule the effect of interfund activity has been eliminated from the government-wide 
financial statements. Amounts reported as program revenues include 1) charges to customers or 
applicants for goods, services, or privileges provided, 2) operating grants and contributions, and 3) 
capital grants and contributions, including special assessments. Internally dedicated resources are 
reported as general revenues rather than as program revenues. Likewise, general revenues include all 
taxes. 

When both restricted and unrestricted resources are available for use, it is the government's policy to 
use restricted resources first, than unrestricted resources as they are needed. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERiO 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED} 

JUNE 30, 2014 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED} 

Cash, cash equivalents, cash with fiscal agent and investment 

The Municipality's finance director is responsible for investing available resources. The Municipality is 
restricted by law to invest only in savings accounts and certificates of deposit with banks qualified as a 
depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of the 
Government Development Bank for Puerto Rico (GDB). The Municipality's policy is to invest any excess 
cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these funds are 
recorded in the corresponding fund as interest income. 

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes 
issued for the acquisition and construction of major capital improvements. Cash with fiscal agent in the 
debt service fund represents special additional property tax collections retained by the Commonwealth 
of Puerto Rico and restricted for the payment of the Municipality's debt service, as established by law. 

The Municipality considers all investments with an original maturity of three months or less to be cash 
equivalents. 

lnterfund receivables and payables 

Activities between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fisca l year are 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). 
lnterfunds receivables and payables within the governmental activities are eliminated in the statement 
of net position. 

Capital assets 

Capital assets, which include property, plant, equipment, and infrastructure (which is normally 
immovable and of value only to the Municipality, such as roads, bridges, streets sidewalks, and 
drainage system), are reported in the applicable governmental columns in the government-wide 
financial statements. The Municipality elected not to capitalize infrastructure acquired before the 
implementation date of GASB 34 (June 30, 2003). 

Capital assets purchased or acquired are carried at historical cost or estimated historical cost. 
Contributed assets are recorded at fair market value as of the date donated. Additions, improvements 
and other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs 
incurred for repairs and maintenance are expensed as incurred. When historical cost is not available it 
is estimated using historic sa les of the year of the acquisition of the related capital assets. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

N OTES TO T HE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capital assets (Continued) 

Depreciation in capital assets is calculated on the straight-line basis over the following estimated 
useful lives: 

Building 40 years 
Equipment 5 years 
Infrastructure 40 years 
Building improvements 40 years 
Furnishing 5 years 
Computer 3 years 
Vehicles 5 years 

The Municipality decides when to capitalize an asset using a capitalization threshold of $25. 

Fund balance 

In the prior year, the Authority adopted the provisions of GASB Statement No. 54, Fund Balance 
Reporting and Governmental Fund Type Definitions (GASB 54), which enhanced the usefulness of 
fund balance information by providing clearer fund balance classifications that can be more 
consistently applied. This statement establishes fund balance classifications that comprise a 
hierarchy based primarily on the extent to which the Authority is bound to observe constraints 
imposed upon the use of resources reported in governmental funds. 

Pursuant to the provisions of GASB 54, the fund balances amounts are reported as nonspendable, 
restricted, committed, assigned and unassigned, based on the relative strength of the constraints 
that control how specific amounts can be spent, as described follows: 

•!• Nonspendable - Represent resources that cannot be spent readily with cash or are legally or 
contractually required not to be spent, including but not limited to inventories, prepaid 
items, long-term balances of loans and notes receivable. 

•!• Restricted - Represent resources t hat can be spent only for the specific purposes stipulated 
by constitutional provisions, external resource providers (externally imposed by creditors or 
grantors), or through enabling legislation (that is, legislation that creates a new revenue 
source and restrict its use). Effectively, restrictions may be changed or lifted only with the 
consent of resource providers . 

•!• Committed - Represent resources used for specific purposes, imposed by formal action of 
the entity's highest level of decision making authority (governing body through resolutions) 
and can only be changed by similar resolutions, no later than the end of the fiscal year. 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

N OTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fund balance (Continued) 

•!• Assigned - Represent resources intended to be used by the entity for specific purposes but 
do not meet the criteria to be classified as restricted or committed (general ly resolutions 
approved by the governing body). Intent can be expressed by the governing body, or by an 
official or body to which the governing body delegates authority in conformity with the by
laws of the Authority. In governmental funds other than the general fund, assigned fund 
balance represents the remaining amount that is not restricted or committed. 

•!• Unassigned - Represent the residual classification for the entity's general fund and includes 
all spendable amounts not contained in the other classifications. In other funds, the 
unassigned classification is used only to report a deficit balance resulting from overspending 
for specific purpose for which amounts had been restricted, committed, or assigned. 

At June 30, 2014, the accompanying fund financial statements reported fund balances as restricted, 
assigned and unassigned. 

Risk financing 

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. Cost of 
insurance policies for the year ended June 30, 2014 amounted to $249,113. The current insurance 
policies have not been cancelled or terminated. In addition the Municipal Revenue Collection 
Center (the CRIM) deducted $217,574 for workers compensation insurance covering all municipal 
employees. 

Compensated absences 

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days. 
Unpaid vacation time accumulated is fully vested to the employees from the first day of work. 

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days. In the 
event of employee resignation, the employee is paid for accumulated vacations days up to the 
maximum allowed. Separation from employment prior to use of all or part of the sick leave 
terminates all rights for compensation, except for employees with ten years or more of service who 
are entitled to sick leave pay up to the maximum allowed. Employees' maximum allowed vacations 
and vested sick benefits are accounted for in the Statement of Net Position. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERfO 

N OTES T o THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED): 

Use of estimates 

The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that 
affect 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 period. Actua l results could differ from those estimates . 

Deposits and investments 

Under Puerto Rico statutes, public funds deposited in commercial banks must be fully collateralized 
for the amount deposited in excess of federa l depository insurance. All securities pledged as 
collateral are held by the Secretary of the Treasury of Puerto Rico. 

Subsequent Events 

Management has evaluated subsequent events through January 26, 2015, the date the financial 
statements were evaluated to be issued. 

3. PROPERTY TAX 

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15 
of each year with the Municipal Revenue Collector Center (the CRIM), a governmental entity created 
by the Commonwealth of Puerto Rico. Real property tax is assessed by the CRIM on each piece of 
real state and on each building. 

The assessment is made as of January 1 of each year and is based on current values for personal 
property and on esteemed values as of 1957 for real property tax. The tax on persona l property 
must be paid in full together with the return by May 15. The tax on real property may be paid in 
two installments by July 1 and January 1. 

The CRIM is responsible for the bi lling and collections of real and personal property taxes on behalf 
of all the municipalities of Puerto Rico. Before the beginning of each fiscal year, t he CRIM informs 
the Municipality of the estimated amount of property tax expected to be collected for the ensuing 
fiscal year. Throughout the year, the CRIM advances funds to the Municipality based on the initial 
estimated collections. The CRIM is required by law to prepare a settlement statement on a fisca l 
year basis, where by a comparison is made between the amounts advanced to the Municipality and 
amounts actually collected from taxpayers. 
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JUNE 30, 2014 

3. PROPERTY TAX (CONTINUED) 

This settlement has to be completed on a preliminary basis not later than three months after fiscal 
year-end, and a final settlement made not later than six months after year-end. If the CRIM remits 
to the Municipality property tax advances, which are less than the tax actually collected, a 
receivable from the CRIM is recorded at June 30. However, if advances exceed the amount actually 
collected by the CRIM, a liability to the CRIM is recorded at June 30. 

Residential real property occupied by its owner is exempt by law from the payment of property 
taxes on the first $15,000 of the assessed value. For such exempt amounts, the Puerto Rico 
Treasury Department assumes payment of the basic tax to the Municipalities, except for property 
assessed at less than $3,500 for which no payment is made. As part of Law No. 83 of August 30, 
1991, as amended, the exempt amount to be paid by Puerto Rico Treasury Department to the 
Municipalities was frozen as of January 1, 1992. In addition, the law grants a tax exemption from 
the payment of personal property taxes of up to $50,000 of the assessed value to retailers having 
annual net sales of less than $150.000. 

The annual rate for fiscal year 2014 is 8.78% for real property and 6.78% for personal property of 
which 1.03% of both tax rates are for the redemption of public debt issued by the Commonwealth of 
Puerto Rico. The remaining percentage is distributed as follows: (a) 6.0% and 4.0%, respectively, 
represent the Municipality's basic property tax rate, which is appropriated for general purposes and 
accounted for in the general fund. A portion of such amount is deposited in an equalization fund 
together with a percentage of the net revenues of the Puerto Rico Electronic Lottery and subsidy 
from the Commonwealth of Puerto Rico. From such fund, a distribution is made to all 
municipalities; (b) 1.75% represents the special ad valorem tax restricted for debt service and 
accounted for in the debt service fund. The Commonwealth contributes an annual tax rate of 0.2% 
of t he property tax collected and the remaining rate is paid by the taxpayer. 

On January 26, 2000, Public Law 42, as amended, was enacted which authorized the CRIM to obtain 
a loan up to $200 million, and for a term not exceeding 30 years, to allow for the financing of the 
debt that the municipalities of Puerto Rico have with the CRIM arising from final settlements of 
property tax advances versus actual collections through fiscal year 2000-2001. The amount that the 
municipalities will collect from the additional property taxes resulting from the increase in the 
subsidy from the central government to the municipalities was assigned through this law to repay 
such loan. The increase in this subsidy was the result of the Public Law 238, enacted on August 15 
1999. As of June 30, 2014 the amount due to CRIM amounting to $627,413 is presented as other 
long-term debt (see Note 11). 

31 



-

.... 

.... 

-

-
.... 

-

-
.... 

.... 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

3. PROPERTY TAX (CONTINUED) 

4. 

Total property tax receivable, net of an allowance for uncollectible accounts of $7,493, 763, 
amounted to $777,358 at June 30, 2014. The composition of property taxes receivable and the 
related deferred revenues is a follows at June 30, 2014: 

Gross property taxes receivable 
Less allowance for uncollectible accounts 

Net property taxes receivable 

Deferred (unavailable property) 
tax revenues in GFFS 

VOLUME OF BUSINESS TAX 

General Fund Debt Service Fund 

$7,468,181 $1,063,754 
6,557,494 936,269 

$ 910.687 $ 127.485 

$ 688.996 $ 88.362 

$8,531,935 
7,493,763 

$1.038.172 

$ 777.3.S.8 

The municipal license tax is levied annually based on the volume of business of certain businesses 
and industrial organizations that operate in the Municipality. The tax rates are 1.50% for financing 
institutions and .50% for the ot her business institutions. The taxpayers must file a return not later 
than Apri l 15 of every year and the tax is payable in two installments, due in July 1 and January 1 of 
the following fiscal year. The amount levied could be paid with a five percent (5%) discount if 
payment is made on or before the filing date. The Municipality levied and collected during t he year 
ended June 30, 2014, $269,236 corresponding to the fol lowing fiscal year volume of business tax. 
This amount was recorded as deferred revenue, and is presented as a liability in the accompanying 
combined balance sheets and statement of net position. 

5. SALETAX 

On July 4, 2006, the legislature of the Commonwealth of Puerto Rico approved Act No. 117 ("Act 
117") which amends the Puerto Rico Internal Revenue Code of 1994 to provide for a sale and use tax 
of 5.5 to be imposed by the Commonwealth Government. Act 117 also authorized each municipality 
government to impose a municipal sale and use tax of 1.5%. This municipal sale and use tax has in 
general the same tax base and limitat ions (except for unprocessed foods) as those provided by the 
Commonwealth's sale and use tax. 

The Act 80 also provides for restrictions on the use of the resources (including the .5 of 1.5% 
collected by the Commonwealth Government) to be invested in solid waste and recycling program, 
capital improvements and health and public safety costs. Amount collected by the Commonwealth 
will be deposited in accounts or specia l funds in the Governmental Development Bank of Puerto 
Rico ("GOB"), subject to restrictions imposed and distributed as follows: 
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JUNE 30, 2014 

a) .2% of the .5% will be deposited in a "Municipal Development Fund" to finance costs as 
restricted by the Act, 

b) .2% of t he 5% will be deposited in a "Municipa l Redemption Fund" to paid loans to 
municipalities subject to restrictions imposed by the Act and, 

c) .1% of the .5 will be deposited in a "Municipa l Improvement Fund" to finance capita l 
improvement project; these fund wil l be distributed based on legislation form the 
Commonwealth's legislature . 

The Municipal Sale Tax is specifically imposed over al l sale transactions of taxable items and 
combined transactions (as defined by t he municipal internal regulation) taken place within 
municipal limits. The Municipal Tax is also specifically imposed over the purchase price for the use, 
storage or consumption of taxable transactions (as defined by the municipal internal regulation) 
taken place within municipal limits. 

The Municipal Legislature approved the imposition of the municipal sa les and use tax effective 
November 1, 2006. Individual, organizations and entities subject to collect the municipal sales and 
use tax must fi le a tax return to Municipality. Tax is due each 2orh day of each month based on tax 
collected in t he preceding month. The Municipal Ordinance does not impose specific restrictions or 
limitations on the use of the municipal sa le and use tax resources. Resources are recorded in the 
general fund of the Municipality. 

6. INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues sources consist of contributions received from certain quasi-public 
corporations of the Commonwealth of Puerto Rico, such as the Puerto Rico Electric Power Authority. 
Also, t he Municipality receives some subsidies from the Commonwealth of Puerto Rico which 
include, among others, a subsidy for general operations and for the financing of capital 
improvements. The intergovernmental revenues are recorded in the General fund, except for those 
that are legally restricted for expenditure for specified purposes which are recorded in t he Other 
Governmental Funds. 

7. COMMITMENTS AND CONTINGENCIES 

At June 30, 2014, the Municipality was defendant and/or codefendant in several litigations arising 
out of the normal Municipality's operations. Most of the cases are covered by insurance. 
Management, after consultation with legal counsel, is of the opin ion that the ultimate liability, in 
excess of insurance coverage, if any, resulting from such pending litigations would not be material in 
relation to the financial position of the Municipal ity. 
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JUNE 30, 2014 

7. COMMITMENTS AND CONTINGENCIES (Continue) 

Amounts received or receivable from grantor agencies are subject to audit and adjustment by 
grantor agencies. Any disallowed claims, including amounts already collected, may constitute a 
liability of the applicable funds. The amount, if any, of the expenditures which may be disallowed by 
the grantor cannot be determined at this time, although the Municipality expects such amounts, if 
any, to be immaterial. 

8. RESTRICTED DEPOSIT 

Restricted cash in the business type activities included restricted deposits as follows: 

Replacement reserve 
Security deposits 
Residual receipts 

A. Replacement Reserve 

$655,084 
13,236 
36,441 

$704.761 

The project is required under the Project Rental Assistance Contract (PRAC) and federal 
regu lations, to set aside amounts to aid in funding extraordinary maintenance and repair and 
replacement of capital items in accordance with applicable regulations. Funds may be drawn 
from the reserve and used only in accordance with HUD guidelines and with approval of, or as 
directed by, HUD. 

B. Security Deposits 

The project is required, under federal regulations, to set aside, at the time of the initia l 
execution of the lease, t he tenant's security deposit and its accumulated interest. The project 
must refund to the tenant, the full amount of the tenant's security deposit, provided the tenant 
does not owe any amount under the lease. The Project may use t he tenant's security deposit 
balance as a reimbursement for any unpaid amounts the tenant owes under the lease. 

C. Residual Receipts 

The Project is required, under federa l regulat ions and PRAC, to set aside the surplus project 
funds in an interest-bearing residual receipts account when the project funds are more than 
needed for the operation of the project, to pay operating expenses, and to make the required 
deposits to the replacement reserve. Withdrawals from this account wil l be made only with the 
approval of HUD and for project purposes, including the reduction of project rental assistance 
payments. 
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-
9. CAPITAL ASSETS 

Capital asset activity for the year ended June 30, 2014 was as follows: 

Balance Balance 

- Primary Government June 30, 2013 Increases Decreases June 30, 2014 

Governmental activities: 

- Capital assets not being depreciated: 
Land $ 7,698,792 $ 7,698,792 
Construction progress 1.721,377 s 320,180 S!118,891) 1,922,666 

- Total capital assets not being 
depreciated 9,420,169 320,180 {118,891) 9,621,458 - Capital assets being depreciated: 
Buildings 27,943,578 27,943,578 

...... Equipment 1,928,601 229,816 (31,972) 2,126,445 
Infrastructure 3,703,037 369,086 4,072,123 
Infrastructure equipment 10,745,434 313,204 11,058,638 
Buildings improvements 13,695,142 9,724 (6,950) 13,697,916 
Furnishing 472,073 1,179 (16,492) 456,760 
Work of art 1,580 2,800 4,380 

- Computer 335,796 39,603 (10,066) 365,333 
Vehicles 3,559,321 413,115 {159,524) 3,812,912 

Total capital assets being depreciated 62,384,562 1,378,527 (225,004) 63,538,085 

Less accumulated depreciation for: 

- Buildings (6,192,763) (696,680) {6,889,443) 
Equipment {l,629,071) (122,103) 30,644 (1,720,530) 
Infrastructure {536,448) (95,369) (631,817) 
Infrastructure equipment {3,745,900) (736,042) (4,481,942) 
Buildings improvements (1,883,238) (342,432) 1,624 (2,224,046) 
Furn ishing (447,972) (12,717) 16,306 (444,383) 

..... Work of art (1,580) (233) (1,813) 
Computer {290,075) (31,747) 9,754 (312,068) 
Vehicles {3,417' 751) {86,805) 159,524 {3,345,032) 

(18.144,798) {2,124,128) 217,852 {20,051.074) 

Total depreciable capital assets, net 44,239,764 (745,601) {7,152) 43.487,011 

Governmental activities capital assets net $ 53.659.933 $ (425.421) $(126.043) $53.108.469 
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JUNE 30, 2014 

9. CAPITAL ASSETS (CONTINUED) 

Primary Government 
Business-type activities: 

Capital assets not being depreciated: 
Land 

Capital assets being depreciated: 
Building and improvements 
Office furniture and equipment 

Less accumulated depreciation: 
Building and improvements 
Office furniture and equipment 

Total depreciable capital, assets net 

Business activities capital assets, net 

Balance 
June 30, 2013 Increase 

$ 134,360 

4,180,534 $ 93,736 
234,827 

4,415,361 93,736 

{3,357,905) {96,339) 
{198,976) {9,301) 

(3,556,881) {105,640) 

858,480 {11,904) 

s 992,840 s (11,904} 

Balance 
Decrease June 30, 2014 

$ 134,360 

4,274,270 
234,827 

4,509,097 

(3,454,244) 
{208,277) 

{3,662,521) 

846,576 

$ 980.936 

Depreciation expense was charged to functions/programs of the Municipality as follows: 

General administration 
Public safety 
Public works 
Education, culture and recreation 
Health and welfare 
Planning and general services 
Housing 

Total depreciation expense 
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Governmental 
Activities 

$ 489,923 
40,903 

1,149,940 
288,800 

4,262 
150,300 

$2,124,128 

Business-Type 

Activities 

$105,640 

$105,640 
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10. LONG-TERM DEBT 

Long-term liability activity for the year ended June 30, 2014 was as follows: 

Primary government: Beginning 
Governmental Activities: Balance Additions Reductions 

Bonds and notes payable $5,769,000 $555,000 $(302,000) 
Advance from CRIM 627,413 (18,059) 
Compensated absences 1,696,036 {265,776) 

8,092,449 555,000 (585,835) 

Business-type activities: 
Mortgage payable 634,144 (134,709) 

Total $8,726,593 $555,000 S,720,144) 
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Ending Due within 
Balance one year 

$6,022,000 $ 342,000 
609,354 19,194 

1,430,260 900,000 
8,061,614 1,261,194 

499,435 148,084 

$8!561,049 $1,409,278 
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10. LONG-TERM DEBT (CONTINUED) 

Governmental activities: 

Bonds and notes payable: 

$342,000 Municipal public improvement bonds of 1993 payable in annual principal 
installments of $24,000 to $26,000 through January 1, 2016 plus interest at 5.75% $ 50,000 

$95,000 public improvement bonds of 1993 payable in annual principal installments 
ranging from $6,000 to $7,000 through January 1, 2016, plus interest at 5% 

$505,000 municipal general obligation bonds of 2003 payable in annual principal 
installments ranging from $15,000 to $40,000 through July 1, 2027, plus interest at 5% to 
6.5% 

$1,010,000 notes of 2005 payable in annual principal installments ranging from $35,000 to 

13,000 

370,000 

$70,000 through July 1, 2029, plus Interest at 5% 745,000 

$3,817,000 municipal special obligation note serial of 2008 payable in an annual 
installments regarding from $129,000 to $342,000 through July 1, 2028 plus interest at 
5.4% 3,294,000 

$252,000 municipal special obligation note serial of 2013 payable in annual principal 
installments ranging from $31,000 and $44,000 through July 1, 2019, plus interest at 6%. 

$100,000 municipal general obligation note of 2007 payable in two annual installments of 
$15,000 and $16,000 through January 1, 2015 plus notes at 4.13%. 

$284,000 municipal general obligation note of 2007 payable in two annual installments of 
$44,000 to $46,000 through January 1, 2015 plus interest at 4.13%. 

$665,000 municipal general of obligation of 2012 payable in annual installments ranging 
from $5,000 to $65,000 through July 1, 2035 plus interest at 7.50% 

$70,000 municipal general obligation note of 2013 payable in annual 
principal installments of $10,000 through July 1, 2019 plus interest at 6%. 

$555,000 municipal general obligation note of 2014 payable in annual installments ranging 
from $60,000 to $65,000 through July 1, 2020 plus interest at 7.50% 

Business-type activities: 
Mortgage note payable in monthly installments of $15,513 including interest at 9% 

including subsidy interest of 8% through 2018. The note is secured by a residential 
building. 

38 

223,000 

16,000 

46,000 

650,000 

60,000 

555,000 

6,022,000 

499,435 

$6.521.435 
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10. LONG-TERM DEBT (CONTINUED) 

Advances from CRIM 

These amounts represent the balance owed to CRIM at June 30, 2014 as described in Note 3 and is 
payable in semiannual aggregated installments through July 2032 including interest at 6.1%. 

The annual debt service requirements to maturity long-term debt as of June 30, 2014 are as follows: 

Governmental-Type Activities 

Bonds and Notes Payable Aggregated 
Year Ended June 30 Principal Interest payments 

2015 $ 342,000 $ 162,224 $ 504,224 
2016 344,000 153,165 497,165 
2017 339,000 140,176 479,176 
2018 362,000 128,089 490,089 
2019 386,000 115,202 501,202 

2020-2024 1,773,000 408,124 2,181,124 
2025-2029 2,081,000 209,808 2,290,808 
2030-2034 275,000 69,668 344,668 
2035-2036 120,000 7,500 127,500 

$6.022.000 $..1.393.956 $7.415.956 

Due to CRIM: 

Aggregated 
Year ended June 30 Principal Interest payments 

2015 $ 19,194 $ 37,410 $ 56,604 
2016 20,400 36,204 56,604 
2017 21,682 34,922 56,604 
2018 23,044 33,560 56,604 
2019 24,492 32,112 56,604 
2020-2024 147,568 135,452 283,020 
2025-2029 200,130 82,890 283,020 
2030-2032 152,844 16,968 169,812 

$609,~~~ $.!_09,518 Sl,018,872 
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10. LONG-TERM DEBT (CONTINUED) 

Business-type activities 
Mortgage note payable: 

Year ended June 30 

2015 
2016 
2017 
2018 

11. RETIREMENT SYSTEM: 

Defined Benefit Pension Plan 

Principal Interest 

$148,080 $ 38,064 
160,912 25,232 
176,045 10,099 

14,398 1,115 

$499.435 $745.510 

A~regated 

pa)lments 

$186,144 
186,144 
186,144 

15,513 

$573.945 

The Employee's Retirement System of the Government of the Commonwealth Puerto Rico (ERS) is 
the administrator of a cost-sharing multiple-employer pension plan administered by the Puerto Rico 
Government Employee and Judiciary Retirement System Administration. The ERS was created by the 
Act 447, approved on May 15, 1951, and became effective on January 1, 1952. ERS covers all regular 
employees of the Commonwealth of Puerto Rico and its instrumentality and of municipalities and 
components units not covered by their own retirement systems. 

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of 
Agencies and Public Instrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico, 
Gubernatorial Board and Committee appointees and Experimental Service Station employees. ERS 
provides retirement, death and disability benefits. Disability retirement benefits are available to 
members for occupational and non-occupational disabilities. Retirement benefits depend upon age 
at retirement and number of years of credited service. Benefits vest after ten years of plan 
participation. 

As of June 30, 2013, the ERS has an unfunded actuarial accrued liability (UAAL) of approximately 
$22,981 million, representing a 3.1% funding ratio. In the opinion of management and based on 
information prepared by consulting actuaries, it is estimated that starting in fiscal year 2015, the 
ERS's assets will be less than its obligations (including bonds payable but excluding its UAAL) 
resulting in a deficit net position. In addition, annual cash flow estimates for the foreseeable future 
are presently estimated to continue to reduce the net position unless other measures are taken. 
Future employer contributions have been pledged for the payment of debt service, consequently 
further depletion of ERS's assets could result in the inability to pay benefits. 
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JUNE 30, 2014 

Defined Benefit Pension Plan (Continued) 

The estimate of when the ERS's net position will become a deficit and when its assets would be 
exhausted is based on significant assumptions, including the rate of return on investments, the 
amount and timing of collections from the Commonwealth for the member, employer contributions 
and the employer additional contribution (Act No. 32), which as discussed below, was estimated in 
$120.0 million annually, as well as the estimated participant benefits and the ERS's administrative 
expenses to be paid each year. 

To improve the liquidity and solvency of the ERS, the Commonwealth enacted Act No. 32 of June 25, 
2013, which provides for incremental annual contributions from the Commonwealth General Fund 
beginning in fiscal year 2014 and up to the fiscal year 2033. This additional contribution will be 
determined annually based on actuarial studies to be performed by the ERS's actuaries. And 
appropriation for such additional contribution of approximately $120 million was included in the 
Commonwealth's budget for the fiscal year 2014. However, as a result of budgetary constraints at 
the present time management believes that approximately $90 million of this amount will not be 
collected as expected during fiscal year 2014. Further, this additional contribution was reduced to 
$28.2 million for the Commonwealth's proposed budget for the fiscal year 2015. 

If the Commonwealth's financial condition does not improve as a result of fiscal and budgetary 
measures it is taking, its ability to repay its obligations, including its regular employer contributions 
to the ERS and its additional contribution as provided by Act No. 32, for the upcoming years, may 
continue to be adversely affected, and could also affect the payment of benefits and the repayment 
of the ERS's bond payable. 

To address these issues, the ERS and the Commonwealth, with the assistance of the ERS external 
consulting actuaries, concluded that, in addition to other measures, annual increases in the 
employers' contribution rate would be required to fully fund pensions, without having to liquidate 
the ERS investment portfolio. Accordingly, on July 6, 2011, the Commonwealth enacted Act No. 116, 
increasing the employers' contributions rate from 9.275% to 10.275% of employee compensation 
for fiscal year 2011-2012, an additional 1% annually for each of the next four years, and 1.25% 
annually for each of the five years thereafter, reaching an aggregate contribution rate of 20.525% 
effective July 1, 2020. 

Furthermore, on April 4, 2013, the Governor of Puerto Rico signed into law Act No. 3 of 2013, which 
represents a comprehensive reform of the ERS. Act No. 3 became effective on July 1 2013 and 
amended the provisions of the different benefit structures under the ERS, including, but not limited 
to, the following: 

1. For active participants of the contributory defined benefit programs under Act No. 447 of 
1951 and Act No. 1 of 1990, all retirement benefits accrued through June 30, 2013 were 
frozen, and thereafter, all future benefits will accrue under the defined contribution formula 
used for System 2000 participants, and will be paid at retirement through a lifetime annuity. 
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Defined Benefit Pension Plan (Continued) 

2. Increased the minimum pension for current retirees from $400 to $500 per month. 

3. The retirement age for Act No. 447 participants will be gradually increased from age 58 to 
age 61. 

4. The retirement age for active System 2000 participants will be gradually increased from age 
60 to age 65. 

5. Transitioning active participants under Act No. 1 and Act No. 447 to a defined contribution 
plan similar to System 2000. 

6. Eliminated the 11merit annuity" available to participants who joined the ERS prior to April 1, 
1990. 

7. 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 from 8.275% to 10%. 

9. For System 2000 participants, the retirement benefits wi ll no longer be paid as a lump sum 
distribution, instead, they will be paid through a lifet ime annuity. 

10. Eliminated or reduced various reti rement benefits previously granted by specia l laws, 
including Christmas and summer bonuses. The Christmas bonus payable to current 
retirees was reduced from $600 to $200 and was el iminated for future retirees. The 
summer bonus was eliminated. Resulting employer contribution savings will be contributed 
to the ERS. 

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

12. Survivor benefits were modified. 

The employees and employer contribution to the above mentioned plans during the year ended 
June 30, 2013 amounted to $18,593 and $171,850, respectively. This amounts represented the 
required contribution for the corresponding year. 

The plan issues a public available financia l report that includes financial statements and required 
supplementary information as a component unit of the Commonwealth of Puerto Rico. That 
report may be obtained by writing to the Administration at PO Box 42003, Minillas Station, San 
Juan, P.R. 00940. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 

JUNE 30, 2014 

As of June 30, 2014, the Municipality was defendant and/or codefendant in severa l litigations arising 
out of the normal Municipality's operations. Most of the cases are covered by insurance. 
Management, after consultation with legal counsel, is of the opinion that the ultimate liability, in 
excess of insurance coverage, if any, resulting from such pending lit igations would not be material in 
relation to the financial position of the Municipality. 

Amounts received or receivable from grantor agencies are subject to audit and adjustment by 
grantor agencies. Any disallowed claims, including amounts already collected, may constitute a 
liability of the applicable funds. The amount, if any, of the expenditures which may be disallowed by 
the grantor cannot be determined at this t ime, although the Municipality expects such amounts, if 
any, to be immaterial. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 
SCHEDULE OF BUDGETARY COMPARISON 

FOR THE YEAR ENDED JUNE 30, 2014 

.... 

GENERAL FUND 
VARIANCE 

WITH FINAL 
ACTUAL AT BUDGET 

ORIGINAL FINAL BUDGETARY FAVORABLE 
BUDGET BUDGET BASIS (UNFAVORABLE) 

Revenues: 
Taxes: 

Property taxes $ 800,605 $ 800,605 $ 1,037,978 $ 237,373 

- Municipal tax 487,900 487,900 547,998 60,698 

Sales tax 498,000 498,000 679,394 181,394 

Construction excise taxes 50,000 50,000 94,665 44,665 

Grants and entitlements 8,245,870 8,245,870 8,247,045 1,175 

Rental income 643,271 643,271 325,774 (317,497) 
Licenses and permits 3,000 3,000 6,675 3,675 

- Interest 30,000 30,000 42,486 12,486 

Other 16,511 16,511 152,488 135,977 

Total revenues 10,775,157 10,775,157 11,134,503 359,346 

Expenditures: 
General administration 5,655,272 5,688,030 5,755,483 (67,453) 

Public safety 725,209 668,537 666,986 1,551 

Education, culture and recreational 417,651 422,156 384,629 37,527 

- Public works and sanitation 2,224,922 2,292,483 2,351,212 (58,729) 

Health and welfare 931,114 735,522 752,275 {16,753) 

Communication press and media 311,246 429,459 431,914 {2,455) 

Planning and general service 509,743 538,970 498,557 40,413 

Total expenditures 10,775,157 10,775,157 10,841,056 (65,899) 

Excess of revenue over expenditure $ $ $ 293.447 $ 293.447 

-
-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERfO 

NOTES TO SCHEDULE OF BUDGETARY COMPARISON 

JUNE 30, 2014 

1. BUDGETS AND BUDGETARY ACCOUNTING 

The Municipality follows these procedures in establishing the budgetary data reflected in the 
financial statements: 

1) Formal budgetary integration is employed as a management control device during the year for 
the General Fund. Formal budgetary integration is not employed for specia l revenue funds 
because effective budgetary control is alternatively achieved through legal and contractua l grant 
requirements provisions. 

2) On or before May 15, the Mayor submits to the Municipal Legislative Body a proposed operating 
budget for the fiscal year commencing the following July 1. The operating budget includes 
proposed expenditures and the means for financing them. 

3) Prior to June 13, the budget is legally enacted through passage of an ordinance. 

4) The Municipal Legislative Body approves, by ordinance budget appropriations by functional 
basis. The Mayor is authorized to transfer budgeted amounts between departments within any 
fund; however, any revisions that alter the total appropriations of any fund must be approved 
by the Municipal Legislative Body. 

5) Unused appropriations for the annual budgeted funds lapse at the end of the year. 

The budget is prepared on the budgetary basis of accounting. The actual results of operations, 
presented in the Statement of Revenues and Expenditures - Budget and Actual General Fund, is 
in conformity with the budgetary accounting of the Municipality for a better comparison with 
the budget information. 

The presentation of the budgetary data excludes other appropriations such as capital projects, 
debt service and special revenue funds because projects are funded on a multi-year nature, 
generally requiring several years to complete or effective budgetary control is alternatively 
achieved through general obligation bond indentures and legal and contractual grant agreement 
provisions. 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

NOTES TO SCHEDULE OF BUDGETARY COMPARISON (CONTINUED) 

JUNE 30, 2014 

2. RECONCILIATION OF GAAP TO BUDGETARY BASIS 

Adjustments necessary to reconcile the revenues and expenditures of the general fund at the end of 
the year, from the generally accepted accounting principles to budgetary basis, are as follows: 

Revenue and expenses for generally accepted 
accounting principles (GAAP) basis 

Transfer out included as expenditures in 
budgetary basis 

Ot her adjustment to adjust revenues and 
expenses from budgetary basic to modified 

accrual basis 

Revenue and expenses per budgetary basis 
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Revenues 

$11,623,932 

(489,429) 

$11.134.SQ.3 

Expenses 

$11,159,950 

60,387 

(379,281) 

$10.841.056 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERIO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE YEAR ENDED JUNE 30, 2014 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

YEAR ENDED JUNE 30, 2014 

US Department of Housing and Urban 
Development 

Passed through: 

Municipal Service Administration: 
Community Development Block Grant 

Puerto Rico Public Housing Administration: 
Public and Indian Housing 

Puerto Rico Department of Family: 

ARRA-Homeless Prevention and Rapid Re-Housing Program 
Emergency Shelter Grants Program 

Direct Program: 
Section 8- Housing Choice Vouchers 

Total Department of Housing and Urban Development 

US Department of Justice 
Passed through: 

PR Department of Justice: 
Public Safety Partnership and Community Policing Grants 

US Department of Agriculture 
Passed through: 

PR Department of Education: 

Child and Adult Food Program 

US Department of Health and Human Services 

Passed through: 
PR Department of Family: 

Child Care and Development Block Grant 

US Department of Energy 
Passed through: 

Puerto Rico Energy affairs Administration 
Energy Efficacy Conservation Block Grant 
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NUMBER EXPENDITURES 

14.228 $ 957,916 

14.850 485,756 

14.257 3,738 
14.231 26,986 

14.871 650,808 

2,125,204 

16.710 25,860 

10.558 19,591 

93.575 269,260 

81.125 18,175 

S21458,090 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

JUNE 30, 2014 

1. BASIS OF PRESENTATION: 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of 
Municipality of Comerfo and is presented on the modify basis of accounting. The information in this 
Schedule is presented in accordance with the requirements of OMB Circular A-133, Audit of States, 
Local Governments and Non profit organizations . 
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CARLOS R. DIAZ, CPA, PSC 
CERTIFIED PUBLIC ACCOUNT ANTS AND CONSULT ANTS 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATIERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To Honorable Mayor and 
Municipality Legislative Body 

Municipality of Comerio 
Comerio, 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 Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of the governmental 
activities, each major fund, and the aggregate remaining fund information of Municipality of Comerio, 
Puerto Rico, as of and for the year ended June 30, 2014, and the related notes to the financial 
statements, which collectively comprise Municipality of Comerio, Puerto Rico's basic financial 
statements, and have issued our report thereon dated December 2, 2014. Our report includes a 
reference to other auditors who audited the financial statements of Rio Plata Project, as described in 
our report on Municipality of Comerio, Puerto Rico' s financial statements. This report does not include 
the results of the other auditor's testing of internal control over financial reporting or compliance and 
other matters that are reported on separately by those auditors . 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Municipality of 
Comerio, Puerto Rico's internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
Municipality of Comerio, Puerto Rico's internal control. Accordingly, we do not express an opinion on 
the effectiveness of Municipality of Comerio, Puerto Rico's internal control. 

A deficiency in internal control exists when the design 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 material weakness is a deficiency, or a 
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material 
misstatement of the entity's financial statements will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Alc oA• Governmental 
r r'\ Audit QuaUty Center 

MEMBER: 
American Institute of Certified Public Accountants 
Puerto Rico Society of Certified Public Accountants 

PO BOX 408, 44 RAFAEL lASA ST, AGUAS BUENAS, PUERTO RICO 00703 TEL: 787-732-8020 FAX: 787· 732-<l68S EMAIL: cdiaz@carlosrdicncpa.com 
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Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify al l deficiencies in internal control t hat might be material 
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. 

Compliance and Other M atters 

As part of obtaining reasonable assurance about whether Municipality of Comerio, Puerto Rico's 
financial statements are free from material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, 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 provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that test ing, and not to provide an opin ion on the effectiveness of t he 
entity's internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity's internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 

January 26, 2015 
Aguas Buenas, Puerto Rico 

The stamp No. E107081 of the Puerto Rico 
Society of Certified Public Accountants was 
affixed to the original of this report. 
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CARLOSR. DIAZ, CPA, PSC 
CERTIFIED PUBLIC ACCOUNT ANTS AND CONSULT ANTS 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM 
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 

To Honorable Mayor and 
Municipality l egislative Body 

Municipality of Comerio 
Comerio, Puerto Rico 

Report on Compliance for Each Major Federal Program 

We have audited Municipality of Comerio, Puerto Rico's compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and 
material effect on each of Municipality of Comerio, Puerto Rico's major federal programs for the year 
ended June 30, 2014. Municipality of Comerio, Puerto Rico's major federal programs are identified in 
the summary of auditor's results section of the accompanying schedule of findings and questioned costs. 
Municipa lity of Comerio, Puerto Rico's basic financial statements include the operations of the Rio Plata 
Project, which received $1,060,466 in federa l awards which is not included in the schedule during t he 
year ended June 30, 2014. Our audit, described below, did not include the operations of Rio Plata 
Project because Municipality of Comerio, Puerto Rico engaged other auditors to perform and audit in 
accordance with OMB Circular A-133. 

Managemen~s Responsibility 

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

Auditors Responsibility 

Our responsibility is to express an opinion on compliance for each of Municipality of Comerio, Puerto 
Rico's major federal programs based on our audit of the types of compliance requirements referred to 
above. We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-
133 require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with t he types of compliance requirements referred to above t hat could have a direct 
and material effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about Municipality of Comerio, Puerto Rico's compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances. 

CPA Governmental 
Audit Quality Center 

MEMBER: 
American Institute of Certified Public Accountants 
Puerto Rico Society of Certified Public Accountants 

PO 80)( 408, 44 RAFAEL IASA ST. AGUAS BUENAS, PUERTO RICO 00703 TEL: 787·73Z·80ZO FAX: 787-73Hl685 EMAIL: cdiaz@carlosrdiaz.cpa.com 
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Municipality of 

Comerio, Puerto Rico's compliance. 

Opinion on Each Major Federal Program 

In our opinion, Municipality of Comerio, Puerto Rico complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its 
major federal programs for the year ended June 30, 2014. 

Report on Internal Control over Compliance 

Management of M unicipality of Comerio, Puerto Rico is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to above. 
In planning and performing our audit of compliance, we considered Municipality of Comerlo, Puerto 
Rico's internal control over compliance with the types of requirements that could have a direct and 
material effect on each major federa l program to determine the auditing procedures that are 
appropriate in t he circumstances for the purpose of expressing an opinion on compliance for each major 
federal program and to test and report on internal control over compliance in accordance with OMB 
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control 
over compliance. Accordingly, we do not express an opinion on the effectiveness of Municipality of 
Comerio, Puerto Rico's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that 
there is a reasonable possibi lity that material noncompliance with a type of compliance requirement of 
a federal program wil l not be prevented, or detected and corrected, on a timely basis. A significant 
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance with a type of compliance requirement of a federal program t hat is less severe 
than a material weakness in internal control over compliance, yet important enough to merit attention 
by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify al l deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified . 
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The purpose of this report on internal 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. 

January 26, 2015 
Aguas Buenas, Puerto Rico 

The stamp No. E107082 of the Puerto Rico 
Society of Certified Public Accountants was 
affixed to the original of this report. 
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MUNICIPALITY OF COMERfO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2014 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF COMERfO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2014 

SECTION I - SUMMARY OF AUDITOR'S RESULTS 

Financial Statements 

Type of auditor's report issued 

Internal control over financia l reporting: 

• Material weakness (es) identified? 

• Significant deficiency (ies) identified 
that are not considered to be material weaknesses? 

Noncompliance material to financial statement noted? 

Federal Awards 

Internal control over major programs: 

• Material weakness( es) identified? 

• Significant deficiency (ies) identified that are 
not considered to be material weakness( es) 

Type of auditor's report issued on compliance for 
major programs 

Any audit findings disclosed that are required to be 

reported in accordance with section 510(a) of 
Circular A-133 

Identification of major programs: 

_yes 

_yes 

_yes 

_yes 

_yes 

Unqualified 

_yes 

Unqualified 

CFA Number(s) Name of Federal Program Cluster 

_x_no 

_x_no 

_x_no 

_x_no 

_Lno 

_Lno 

14.228 Community Development Block Grant/ 
State's Program 

14.850 

14.871 

Dollar threshold used to distinguish between type A 
and type B programs: 

Audit qualified as low-risk audited? 
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Public and Indian Housing 

Section 8 - Housing Choice Vouchers 

$300,000 

_ yes __x_no 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF COMERIO 

ScHEDULE OF FINDINGS AND Q UESTIONED COSTS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2014 

SECTION II - FINANCIAL STATEMENTS FINDINGS 

NONE 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF COMERfO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2014 

SECTION Ill. - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS 

NONE 

61 


