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LFCARLOS R. DIAZ, CPA, PSC
t rcb,{8.4w{raA,r 4 i ar:i6:=onof,da!@lch

INDEPENDENT AUDITOR'S REPORT

To the Hono.ab,e Mayor and
Municipal Legislative Body

Municipality of t-oiza
loiza, Puerto Rico

Report on the Financial Statements

we have audited the ac.ompanying iinancial statements of the governmental activities, each maior funcland the aggregate remaining fund information of Municipality oatoiza, pr".t, Ri;; ;;;, ; ;;;" ;;;ended June 30,2014, and the related notes to the financial statemenis, which collectivety comprise theM,nicipality of Loira, puerto Rico,s basic financial statements as listet in ttre tatte oi contents. we didnot auditthe fina ncia I statements of the business type activities.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fak presentation of these financial statements ina'cordance with accountinS principres Senerafiy accepted in t're trnited states of a,,"."", ii'r'i".Lri"lthe design, implementation, and maintenance of internal control relevant to the preparatron anc, fairpresentation of financiar statements that are free from materiar misstatement, whether due to fraud orerror.

Auditor's Responsibility

Our resporsibility is to cxpress opinions c|l these financial statements L,ised on our_ audjt_ We did notaudit the tinancial statemelts oI Brisas de toiza project which represcnt 100% of trtal assets, netposition (deficiencv) and revenue of thp business type activiti.s. Those statements were audited byother auditors wlrose report has been furnished to us, and our op,niol, ins;fa; as it reiates to theamounts included for Espiritu Santo project, is based solely on the report of the other auditors. Weconducted our audit in accordance with auditing standards generaily 
".."pt"d 

in tt" lJnited S:ates ofAmerica and the standards appricabre to financiar audits con-tained in Gouernme,t- auditing standords,issued by the Comptrotler General of the United States. Those standards ,"qri." tn"t we plan andperform the audit to oi)tain r.asonable assurance about whether the financial sjatenrents are free frommaterial misstatament.

MEMEER:

ameri.an tnstltlt€ of certified pubticAccountants
Puerto Rico Society of Ce.tifted pubti.Accountanrs

cPA ffJi.iliif:"",.,
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I INDEPENDEAII AUDITOR S REPORT (CONTINUED):

An audit invorves performing procedures to obtarn audit evidence about the amounts and discrosures inthe ii,,ancial statements. Jhe procedures selected depond on te auclitor,s judgment, including the
assessment of the risks of material misstatement of the financial atatements, whelther due to fraud or
error. ln making those risk assessments, the auditor considers internal control relevant,:o th. (:irr.lty,s
Dreparation and fair presentation of the financiar statements in order to design audit procedures that are
appropraate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
ofthe entity's internalcontrol. Accoadingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accountin;
estimates rnade by management, as well as evaluating the overal, 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.

Basis for Quaiification

The accounting records of the Municipality of [oiza related to interfund transactions and accounts
payable are not adequate. Accordingly, we were unable to obtain sufficient evidence to support and
satisfy ourselves about the amount recorded in each major funds and aggregate remain;ng funds
information as due form/due to other funds and accounts payable, stated at 53,265,960 and S1,744,406,
respectively, in the total governmental funds co!umn ofthe balance sheet.

Qualify Opinions

ln our opinion, based on our audit and the report of other auditor, except for the possible elfects of the
matter discussed in the Basic for Qualified opinion paragGph, the financial statements referred to above
present fakly, in all mater;al respects, the respective financial position ofthe governrnental activities, the
business'type activities, each major fund and the aggregate remaining fund information of the
Municipality of Loiza, Puerto Rico as of June 30, 2014, and the respective changes in firrancial position,
and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the lJnited States ofAmerica.

Other Mattels

Re q u i rcd Su pp I em ento ty I nlo r moti o n

Accounting prin.iples generally accepted in the United States of America , i_quire that the I lnagernent,s
discussion and ana,ysis and budgetary comparison information on pages 4 io 10 and 39 to 40,
respectively, be presented to supplernent the Lasic financial st6rements. Such information, although not
a part of the balic financial statements, is required by the 6overnmental Accounting Standards Board,
who considers it to be an essential part of flnancial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical coniext_ We have applied certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in
the United Statei 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 ofthe
basic flnancial 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.
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INOEPENDENTAUDITOR'S REPORT(CONTTNUED):

Other Information

Our audit was conducted for the purpose offorming opinions on the financialstatements that collectively
.omprise the Muhicipa:ity of Loiza, puer io *ai o,s basic financial stater terrts. The accompa,rying schedLrleof-exli,rnditures of fedeaa, i vrards is presented for pLrrposes of nddjtronal i.nalysi; as ft,q,rrrcd by tr.S.
Office of Management and Budget Circular A-133, Audits of Stotes, Locol Governments, ond Non-profjt
Orgonizotions, and is not a required partofthe basic financialstatements.

such information is the responsibirity of rnanagerrent and was derived from ancr reiate directry to the
undelJying accounting and oLher records used to Jrr€pare the bnsic financial statements. The iniormatjo||
has been subjected to the auditing procedures applied in the audit of the basic financiar statements and
certain additional procedures, including comparing and reconciling such informat,on directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themscrves, and oiher additionar procedures in accordance with auditing ltandards
generally accepted in the united states of America. rn our opinion, except for the effect on the
suppiementary informatjon of the matter discussed in the Basis of eualified Opinion paragraph, the
schedule of expenditures offederar awards is fairry stated in aI materiar respects in reration to the basia
financial statements as a \a,|ole

Other Reporting Requiredby Govefiment Auditing Stondotds

ln accordance with Govenment Auditjng Stondotds, we have also issued our report dated October 27,
2014, on our consideration of the Municiparity o, Loira, puerto Rico's internar contror over financiar
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. rhe purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliin.e and the results of that testing, and not to
provide an opinion on internal contr.,l over financial rJporting or on .(inpliance. lhat r€porl is ,n
integral part of an audit performed in accordance with Government Auditing standords in considering
Municipality of Loiza, Puefto Rico,s internal control over financial reporting and compliance.

Match 24,2075
Aguas B!enas, Puerto Rico

The starnp No. E157782 ofthe puerto Rico
Society of Certified Public Accountants was
affixed to the originalofthis report.

License No. 275
txpire December 1,2015
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Management ol lhe Municipolity of loizo of the Commonwealth of Puerto Rico (the "Municipality")
provides this Mdrogerrent's Discussion ond Anolysis of the Municipality's basic financial statements as
an overview and analysis of the financial activities of the M'rnicipality for the fiscal year ended June 30,
2014. We encourage readers to consider the information presented here in conjunction with the
additional information that we havc fufi isl ?d in the accompanying basic financial statements.

FINANCIAL HIGHI-IGHI;

. The Municipality's in the Goverrnental Activities has .eported assets and net position amounting to

532,427,868 and S11,261,871 respectively, in the accompanying statement of net posirion, of which
the most significant assets are capital assets amounting to $27,033,225 (83 percent oI totol
M u n i ci pal ity's ossets).

. The Municiapiity in tho same staternent has reported total liabilities amounting to 518,594,481 in
the accornpanying statement of net assets, of whjch the most significant liabilities are bonds, notes
and other long-term debt amounting to s15,646,ca6|a percent oI totol liobilkies).

. The Municipality has reported total revenues amounting to S1S,1/f4,110 in the accompanying
Statement of Activities, for the fascal year ended June 30, 2014. The most significant revenues.in this
statement are grants and entitlements and taxes were amounting to 59,@7,860 (60 percent of totdl
revehues) and $4,8Oi,756 (32 percent ol totdl rcvenues,r, respectively.

. The Municipality has reported a change in net position of revenues over expenditures amounting
to (9607,741) in the a€companying statement ofactivities-

. The Municipality's governmentalfunds reported combined ending fund balances of(5143,746).

. The Municipality has reported a deficit for the general fund amounting to {56,027,058}.

COMMONWEAI-TH OF PUERTO RICO

MUNICIPAI,ITY OT LOIZA

MANAGEMENTS DISCUSSION AND ANAI-YSIS

TORTHEYEAR ENDID,IUN€ 30, 2014

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Municipall, /'s financirl statements include three components: (1) the government wide financial
staiements, (2) the fund financial statements, and (3) the notes to the financi.rl statements (collectively
known as the basic financialstatemehts).
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITYOF LOIzA

MANAGEMENT'S DTSCUSSTON AND ANATySIS (CONTtNUE)
l:C)R TH: YEAR INDED JUN[ 30, 2014

Government-Wide Financiirl Statements

rhe government-wide finon.iol stotefients are designed to provide readers with a broad overview oftheMunicipality's operations and finance as a whole in a manner simitar to private-sector b,siness. These
statements piovide short-term ind long term information aboui the Municipality,s iinancial positio.,
which assist the Municipality's manaqernent to determine the economic condition at the end of the
fiscal year. These financial statements are prepared uring the flow of economic resources measurement
focus and the accrual basis of accounting. This basically means that these financjal statements follow
methods that are similar to those .sed by fiost businesses. Triey take into account arr revenues an.l
cxpenses connected wit,r the fiscal year errded June 30, 2014 even jf cash invo,ved have not been
received or paid. The government wide financiar statements incrude: (1) the statements of net assets
and (2) the statement ofactivities.

Statement of Net Assets

The statement of net osset. presents aI of the Municiparity's assets and riabirities, with the difference
between these two items reported as ,.net assets,, (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.

Statement of Activi!ies

The statement of activities presents inforrnation sholving how the Municipality,s net assets changed
during the fiscal year ended Juhe 30, 2014. Afi changes in net assets 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
unti, future fiscar periods (such as uncolected taxes and earned but unused vacation reave). This
statement also presents a comparison between direct expenses and program revenues for each function
ofthe Municipality.
Both of tt e abovenlentionei:l financiar statements rresent aI the gDve.rmentai activilies of the
Municipaliiy, whi(h consist moltly by taxes and intergovernnrental revenu: s (such as federal grants).
llost services provided by the Municipajity fall into this category, including culture and cduc.rtion,
gene.al govcrnment, hea,th and sanitation, public safety, public housing and welfare, etc.

Fund Financiai Statem€nt(

The Municipality s filnd tinancial star-ements? which coilsist oft {1} the balance sheet _ governmental
funds and {2) the statement of revenues, expenditures and €hangej in fund balances _ governrnental
funds. These financial statements report the financial position and results of operat,ons of the
Municipality's governmental funds_

5



_t

J
I

COMMONWEAI.TH OF PUERTO RICO
MUNICIPAI.IW CF LOIZA

MANAGEMENT'S OtSCUSStON AND ANALyStS (CONINUE)
FOR THE YEAR ENDED JUNE 30,2014

A fund is a grouping of rerated accounts that is used to maintain contror over resources that have beensegregated for specific activities or objectives. The Municiparity, tite mori o*,er state and rocargovernments, uses fund accounting to ensure and demonstrate compliance with fjnance,aelated legalrequirements. Each fund is considered an independent fiscat entity 
"..ornieJ 

io. rithin a set of selfbalrncing accounts that conlprise its assets, liabiliiies, ftrnd equity, l."runr", 
"nJ "r,,"uoit! 

.es. Fundaccounting segregates funds according to their intended purpose and is usel to aid ranagement indemonstrating compliance with legal, fjnancial and contractual provisions.

The fund financial statements focus on: (1) indiviclual part5 of the l4unicipality,s gov.rnn ent and {2}reporting the Municipality's oferations in more detall than the government wide financiat statements.For financial reporting purposes, the Municipality classifies its funds within the following fund
categories: (1) general fund, (2) debt service fund, {3) permanent improvement fund and (4) capitatprojects funds (co,lectively known as the ,.governfirentalfunds,,).

Governmental funds are used to account for all of the services provided by the Municipality.
Governrnental funds are used to account for essentially the same fun.iion, ,uport"O as governmental
adivities in the governmentalwide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources. They also focus on the balances of spendable resources available at the end ofthe fiscal year (June 30, 2014). This approach is known as using the flow of current financial resources
measurement focus and the modified a..ruar basis of accounting. These statements provide a detaired
short term view o, the M*nicipality,s finances that assists i; cletermining whether thcre will lre
adequate financial resources available to meet tire current needs of the Muni;pality, that is, evaluating
the Municipality's near,term financing requirements.

Because the focus of governmental funds is narrower than that of the government wide financial
statements, it is usefur to compare the f'nd information presented for governmentar funds with simirar
information presented for governrnental activities in the governmenlwide financial statements. Bydoing io, readcrs may better understanr: the Iong term impact of the t4unicipality,s n.ar terrn iinanciai(iecisions.

For financial rcporting purposes ihe Municipriity has Iour rnajor funds: (1) the gejieral tund {2} the debt
service fund {3) permanent improvement fund.

Notes to the Basic Financialstatements

'lhe notes to the basic financial state enrs provide a.iditional information that is .rssential to a flrll
understa;ding o{ the data provi.led in the governnent wide and the fund financial statements. Thenotes to the basic financiar statements can be found imrnediatery folowing the basic financiar
statements.
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COMMONWEATTH Or PUERTO RICO
MUNICIPATIW ( F I.OIZA

MANAGEMENTS DTSCUSSTON AND ANALyStS (CONTtNUE)
IOR IHEYEAR ENOEDJUN€ 30,2014

Government-wide Financial Statements Summary

As noted earlier, net assets may serue ovea time as a useful indicator of the Munjcapality,s financialposition. ln the case of the Municipali[,, assets exceeded liabilities by 511,26],871 at June 30, 2014.

As previously ciiscussed, by far the largest portion of the Municipality,s net .ssets relrect its in!,estment
rn capital assets (e.9,, land, buildings, machinery, equipment and all other property), less any relateddebt used to acquire those assets that is sti, outstanding. The Municipatity ,ises'ttreie capitat assets toprovide services to citiz.ns; consequently, these ass.ts are oot availabie fuitrture spenaing. Ott,erwise,Municipality's Basic tinancial Statement, not present increase in capital actives and acrued depreciation
expenses, because al the time prepare the financjal statement, Municipal Administratjve wasreevaluating actives fires to stabrish of capitarization. The forowing is 

" 
.ona"n."a presentation of theMunicip.lity's financial position and resulis of operations, as report=ed io rhe govern;ent-wide finrncialstatements including its cornponent unit, Brisas de Loiza proyect:

Condensed Statement of Net Assets:

Current assets
Capital assets

Total assets

Current Iiabilities

Non-current liabilities

Totalliabitities

Deferred inflows of relources

June 30,2013

5 4,8s9,341
27,637.2a3

_ 32.495,630,

7,455,930

13,171,088

20,627,O1A

21,86a,n\l
6,139,709

(16,138.0s3)

s 11t!99.612

lune 30, 2014

S s,394,643
27,033.225

12,427,A68

3,048,035

15,646,446

18.694,4!1

_.?-g]-s35

:1,895,937
9,230,171

119 ,A64 .1t1)

9!261,84

Net assets/(liabilities):

lnvested in capital assets, net of re,ated debt
Restriciqd
Unrestaicted

Totalnet assets

7
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COMMONWEATTH OF PUERTO RICO

MUNtCtPAt-tw oF rotza
MANAGEMENT'S DISCUSS!ON AND ANALYSIS {COT{TINUE)

FOR THE YEAR ENDED JUNE 30, 2014

An additional portion of the Municipality's net assets (1 percent) represents resources that are subject
to restrictions on how they may be used. At the end of the current fiscal year, the Municipality has
reported positive balances in two categories of net assets.

condetr :!!L!!qte!!e]!Lql4q!iyi!ier

Reven,!et:
Program revenues:

Chargcs for services
Operating grants anci contributions
Capital grants and contributions

Generalrevenues:
Itroperty taxes
Municipal license taxes
Sales and use taxes
Construction excise tax
Grants and entitlements
Rent
licenses and permit
lnterest
Other

June 30. 20113

5 412, .s9
468,500

1,495.564

4JJ-??3

3,249,952
344,970
895,758

225,52A
1,641,045

36,510
4,850

11,720

_3,356.341
15,885.740

s 18,243.963

s (8,409,677)

\1,314,84?)
\8t,/,94A)
\953,O41)

(5,146,848)

\1,319,145)
i434,737)

\318,994J

_ -l/-lznjb)
{19.017.896}

1 13,933

12.643,545

s 11.859.612

l!lelq.lc-14

5 4i9,16t-
240,126
814.802

_1.gJ!p5

3,D46,403

255,483
935,526

510;M
7,533,765

41,395
7,375

94,930
1,144.794

13.670,015

s 15,144,110

s 17,445,0791
(1,099,650)

(s58,245)
(849,0s8)

(3,1i4,630)
(1,696,198)

(s39,306)

(381,141)

i68.s44)

{15.751,851)

1607,74tj

11.869,512

S 1126r.s7r

Total revenues
Expenses:

General administration
Public safety
EducaLion, cultirre and rec.eational
Community developmont
Public works anlJ sanit.tion
llealth ind lveliare
lnterest

Busine:.5 type-activities:
Housing
lntere3t

Tbtalexpenses

Change in net assets

Net asset5 - at beginning of year

Net assets - at end of year

I
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITYOF !OIZA

MANAGEMENTS DTSCUSSTON AND ANALyStS (CONINU€)
TORTIIE YEAR ENOEO JUNE 30,2014

fund Finan€ial Stat€ments Summary

As discussed earrier, the Municipaiity uses fund accounting to ensure ahd demonstrate compriance withfinance-related legal requirements_

Governmental Funds The focus ofthe f,Iunjcjpaljty,s gLvernnentall nds isto provjde information onnear_team inflows, outfrows, and balance of sp endable resources_ srar, inro.r"tion ia ,a"ful in assessingthe Municipality's financing requirements. ln pafticulat, unrcsetued fund balonce may serve as a usefulmeasure of a government's net resorrr.ec avai'abie for spencjing at ;he enO of iiscai ye ,r. ffre fottowingis a condensed presentation of the Municipality,s balance sheet and results'of operations ofgovernmentalfunds:

Condensed Balance Sheet - Governmental funcis:

Total Assets- Major funds
Total Assets - Nonmajor Eunds

Total assets

Total liahilities - t\4ajor Funds
Total Liabilities- Nonmajor Funds

Total liabilities

Detered inflows of resources

aotal liabilities arrd deferred inflows of rer cuises

Fund Balances l\4ajor Funds
Fund Balances - Nonmajor Funcjs
Unasigned

TotalFund U..lance

lune 30. 2013

5 2,592,826
4.312,239

6,905,065

4,972,O12

691.991

s,664.063

, s.664p!3

1,521,AZi
3,620,24A

(4.901,073)

l!24r,o02

June 30, 2014

5 4,494,t4s
3.869,079

8.363.224

5,849,990
74s,464

6.035,454

2,47L.575

_!-!rlpzo

2,199,701
3,68:r,615

i6,027.068)

91143J46)

9
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITYOF I.OIZA

MANAGEMENTS DTSCUSSTON AND ANArysts {coNTtNUE)
FOiTTHE YEAR ENOEDIUNE 30,2014

lqllqr!!dJj4e!!ql: of operarions - covernm:ntat fun.lsl

2013

Total Revenues - Major Funds
Total Revenues - Nonmajor Fund,

Totalrevenues

Total expenditures - Major Funds
Total elpcnditures - Nonntajor Funilj

Totalexpenditures

Other financing sources (uses) N4ajor
Other financing sources (uses) Nonmajor

Revenues Over {under) Expenses - Major
Revenues Over (under) Expenses - Nonmajor

Excess of revenue over (under) expenditures

Fund Balance at beginning ofVear

Fund Balance atend Jfyear

CapitalAssetsand DebtAdministration

2074

s15,686,973 51?,661,392
2."14?;1!/ _1.0s4.928

_lzlzsJag M.72232q

15,458,064 15,11s,507

- 4145.301 !91.s61

19,803,365 16.107.068

00
3.410.000 n

224,909 (1,448,11s)
1.221.486 63.367

1,456,395 (1,384,748)

(21s.392) _U4L@1

11,?4991 L 1!44q)

a) Capital Assets

The Municipality has invested s3g,22s,59g in capital assets used in govermental activities, which have
an accum,,ated depr.ciation and amor:izatio, of 913,779,656 at lu;, 30, 2014. The net capiial i 5seti
iocrea.ed during the current fi:aal year clue to the.urrent fis.al ye2 c;pital ad.iitions S422,309, which
were partially offset by the depreciation and amorti2ation expense_

b) Debt Admin istration

The Municipality finances a significant portion of iti construction act vities through bond and note
issuances, and th.ough state and federal grants_ The proceeds from bond issuanles designated forconstruction activities are comnlited in its entirety for such pltrposes and cannot be usecl lo. any otherpurposes.,

At june 30, 2014, th€ Municipality,s
{$10,610,2@} and notes {S728,800)
Municipality.

total bonded debt arnounted to 511,339,000, consisting of bonds
payables. Such debt is backed by rhe full faith and credit of the

10
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Financial Contaat

The Municipality,s financial statements are desjgned.to present users (citizens, taxpayer3, customert,investors and creditors) with a ger,e.ar ove.view of the Muni.rparrty,s r,u"n1", orfio 0".on.,.n," ,,,"M-unicipality\ accountability. lf you have questions al;ouf the report or need additional financial

l,lt!"liliT;irllj*, 
the Municipatity.s chief Financial officer o', .r," j;.1r"i., ir," Loiza city Hau,

COMMONWEATTH Of PUERTO RICO
MUNICIPATTTYOF LOIZA

MANAGTMENTS OTSCUSSTON AND ANALyS'S (CONTtNTTE)
FOR THE YEAR ENDED IUNE 30, 2014

11
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COMMONWEAI.TH OF PUERTO RICO
MUNTCIPAUW OF LOfZ.r

STATEMEMT OF Nrr posrnoN

As OF.luN( 30,2014

5R!MAR} (,CVERNMtNT

ASSETS

Cash and cash equivalents
Cash v,/ith fi.cal agent
Account receivable property taxes
Accounts receivable, sales tax
Due from other governrnental agencies
Other assets

Capitalassets, net

TotalAssets

I.IABILITIES, DEfERREO INFLOWS OF
RESOURCES AND NET POSITION

Liabilitiesi
Accounts payable and accrued expenses
Unearned income
Due to other governmentalagencies
Long-term debt:

Due within one year
Due in more than one year

Totalliabilities

Deterred inflows ot resources:
Deferred propertytaxes
Deferred tulunicil ,l tax

Net Dosition:

ilet jnvestment in capital assets
llestricted for:

Debt service
Replacerne|.lis and others
Capital project and otlrers

Unrestricted

Total Net Position (deficiency)

GOVERNMENTAI-

ACTIV'TIES

S 114,306

2,621.,104

2,220,a24
55,612
69,121

ts,o97
26,133.45A

31.?39,14

BUSTNESS-

TYPE

^eIllTtES5 2u9,6s9

z7,72O

899,767

_!i9la45

TOTAL

5 383,965

2,621,104
2,220,A24

55,612
69,121
42,417

27,O33,225

12A21.8q?:

2,t42,712
66,239

439,624

3,s56,384

12.090.062

18.694.481

2,107,A37

_ 363,679

2.,{L!}E

27,A95,937

2,199,107
3,683,61:;

3,346,149

119 .864 .177)

s 1126L82!

2,L12,590
66,239

439,624

3,5L4,295
10.300,063

16,832.811

2,707,837

rq?,!79

2L1])19

29,581

42,089
1,789.999

1.861,670

22,1a6,669 1890,732)

gi.-926-395 $f6i3-524)

The accompanying notes are an integral part ofthese financial statements.
12

2,199,101
3,J83,615

3,346,1a9
(20.090.385) 226.20A
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Net iexpense)/revenue
Generalrevenue:

Taxes:

Property taxes

Mur icipaltar
Sales tax
Construction excise tax

Grants anJ entitlem!nts
Rent

Licenses and permit
lnterest
Other

Totalgeneral revenues

Changes in net position

Net position at beginning ofyear

Net position at end ofyear

COMIVIONWEA|TH OF pUERTO R|CO
MUNICIPALIW OF J-OIZA

STATEMENT OF AcrMTtEs (CcNnNUED)

fOR 1 HEYEAR [NDTO JUNE 30, 2014

GOVERNMENTAI
ACTIVITIES

:,\142!J231)

3,0,{6,403

255,483

935,526
570,344

7,533,7a5

47,39s
r,375

92,307
1,144.794

13,657.392

(s79,846)

12.sO6,24r

51L926t95

BUSINESS-TYPE

aCr!v!1!5

5 (3C,s18)

2,623

2,623

(27,89s)

_lq?!,029)

EI664 5?41

TOTAL

SA4,2JJ-756)

3,046,441

255,483
935,526
570,344

1,533,765

41,395
1,315

94,930
1.184,794

13.570.015

1607,747)

11.869,612

s_1126L871

_l

I

l

r
_t

l

i The accornpanying notes are an integral part ofthese financialstatements.

I

_t

_i
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COMMONWEALTII OF PUERTO RICO

MUNICIPATITY Of LOIZA
BaLANCE SHEEI

GOVERNMENTAL FUN DS

AsOi luNE 30,2014

MAJOR FUNOS

DEBT

GENERAL SERVICE

rula i!!p
S s2,s84

s2.1s0,028

1,950,089 210,735

21,1A9

__ t,pz

s2-A3q59 s2.454.986 s3-869-019

TOTAL

GOVERNMENTAL

Eq!45

S 114,306

2,621,704

2,220,824
69,721

3,265,960
55,617
15,0rr7

s83q3,224

OTHER

GOVERNMENTAL

iUNDSAsSETS

cash:
Cash in bank
Cash with fiscalagent

Due from other governmenta! agencies
Due from otherfunds

Other

Totalassets

LIABITITIES AND FUND BALANCE

Liabllities:
Accounts payable and accrued €xpenses
Adva nces from other governmeata I agencies
Due to other fund
Due to otl Ler governmental agen.i.s

Totalliabilities

Deferred inf lows of resources:
Deferred prope.ty t.x
Deferred municipal taxes

5 61,7?2

411,676

69,121
3,265,960

34.223

S 1,744,406

3,265,960

- _.q]9,!21

1,852,558

353.679

S 119,22s
66,239

s1,863,631
66,239

3,265,960

]39624

6.035.454

2,101,431

363,679

_2,q_L5]!

2,199,741

3,683,615

_(6.027.068)

(143,146)

l--qa64

7a5.464

3,683,615

rund balance (dcfi.it)
Restricted for:

Other purposes

_ 
Unassisned

),L99,101

Total tund balance (deficit)

Total liabilities and frnd bal3nce

The accompanying notes are an integral

l€p?2.068)

- oQzrcog)

5 2-A39-159

2&fg
s2b4f35

-3-.683.015

s3-869B79

part of these financial statements.

15



COMMONWEAIT}I OF PUERTO RICO

MUNTCTPAUW OF LOIZA
- R ECONCILIATIO N Of THE GOVERNMENIAL FUNOs

BALATT.E SHEETTo THE srAI iMINT of I.IFI }ostrloN
As OFJUNE 30 2014

Fund balances in governmentalft nds

Amounts reported fot governmentol activities in the Stotement oJ Net position ore
diJferent becouse:

Ca,rital assets used in governrnental activities are not financial resources and
therefore are not.eported in the funds

Long-term liabilities and accrual expenses are not due and payable in the
current period and therefore are not reported in th( governrnentalfuncls:

Bonds and notes payable

Compensated absences

- Claims andjudgments
Accrued interest

_ Notes payable CRIM

Net position of govenmentol dctivities

16

5 {143,746)

76,133,458

(10,610,200)

\L,969,4s4)
(s0s,904)
(248,9s9)
(728.800)

l 1! 9?6. 9!



COMMONWCALTH Of PUERTO RICO

MUNICIPALITYOF tOfzA
STAIEME r{t oF REVENUES, EXpENOTU nES

AND CIIANGES 

'i{ 
FUND BALANCI.GOVERNMEIIiAL FUI,IDS

FoR THE YEAR ENoEoJUNE 30,2014

M^JOR FUNDS

Propertytaxes
Municipaltaxes
Sale tax
Construction excise tax

Licenses and permits
lnt€rest
Rent

Grants and entidements
Other

Total Revenues

Expendilures:
General administration
Public$fety
Edocation, culture and recreation
Publicworks
Community development
Health and welfare
Debt servicei

Principal
lnterest

Total expenditures

Excess of.arenue over (under) errenditutes

other tinancins sources (u'e'):
operatinC transfer in
Operating transfer out

Total oth€r fina ncing sour(es

Excess of revenues and olher finan.ing
source over lunde4 expenditur€s and
other fina nclng sources

GENERAL

FUND

S r,981,390
255,483

557,583

s70,344
L,31S

90,584

41,395

1,533,165
L144,794

DEBT

SERVICE

FUI'ID

$1,06s,013

377.943

1,123

OTHEA

GOVERNMENTAT

FUNDS

TOTAL

GOVERNMENTAI,

fUNOS

1. 3,046,403

255,483
935,525
s10;M

7,315
92,301

41,395
8,588,693
1,7A4.194

14,122.320

6,903,216
1-117,995

514p1O
2,919,395

461,367
2,2O2,392

1,034,900

16,107.068

11,38/,,748l,

364300
{364.80!)

s1,0s4,928

12,222,713

6,611,240
1,111,995

574,O10

2,714.714
861,367

1,,691,444

7.444,619 1.054.928

285,976

200,681

so4,904

13,586.814

(1,364,1O1)

1,034900

1,528.693

(84,014)

991,561

63,367

rundbaradcearbesinn;,c.rye,. 
thltt -149!trol )

Fund balance at end ofyear I . 916.O?7.O6al

utou[Y''

301,453 63,341

163.347) {301,451)

238.106 1238.106)

(1,12s,99s) \322,72a1

2.\27.a21

s2.199.707

63,3L7 11,184,7 48)

1_.241..O01

s3 583.615 E tt43 7461

The accompanying notes are an integral part of these financial statements.
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.f Net change in fund balances-totalgovarnmentalfunds

-l 
Amounts t e pot ted for C,ove rn mentot Activities in the Sto tement of Activities ote

i dilJcrent becouse:

COMMONWEATTH OF PUERTO R'CO
MUNICIPAI.ITY OF LO'ZA

RECoNC,TIATIoN OT ixE STATEMENT oF REVENUEs, EXPENDITUREs
ANb C(aN6Es lN FtrND BILANaES ( r GcvrRNt\lENTAL

FUNDSTo T,]E STATIMENT c,r AcTIv,II[s
FoR THr YEAR ENDED.IuNE 30, 2014

Depreciation expense on capita, asseis is repo.ted in the siatement of activities, but do
not require the use of current financial rescrurces. Therefore, depaeciation expense is
not reported as expenditure in the governmentalfunds.

Governmental payments of long term debtj as expenditures, whereas the payment
reduces the long term obligations in the statement of activities:

Notes and bonds

Change in accruals which do not require the use ofcurrent financial resources:
lnterest
Accrued va€ations

Chdnges in Net Position ofGovemmehtol Activities

3
-!

-I

_t
,!

J

l
_t

E

x

I
-o

i
T

_t

I

S(1,r84,74s)

(496,2e0)

1,034,900

l,24,873)
291.165

$(si9,!46)

:18
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COMMONWEATTH OF PUERTO RICO
MUNICIPATTTYOF tOiZA

PRopRIETARy FuND STATEMENT or FtNANclal posrrtoN

JUNE30,,t014

AsiEls

CurrentAssets:
Car.h

Other assets

Property and Equipment

Restricted deposits

LtaBtLrllEs AND NET postltoN

Liabiliti.s:
Current liabillties:

Cutrent maturities of mortgage note
Accounts payabie and accrued expenses

Long'term debt liabilitiesi
Mortgage note, net ofcurrent matur;ties
Tenants deposits held din trust

Net position (deficiency)

The accompanyinc notes are an ;nte8r.t part orthese financial statements.

:

:

:

rt

;

J

_l

E

l
_l

I
Yl

_t

!

_t

_l

_l

_l

PROPRIETARY FUNO

BRISAS DE [o[zA PRoJEcr

5 69,es4
27,720

- j1.674

499,767

_1292a1

s1J97.145

5 17,033

_42,q89
59,L22

1,789,999

12,549

_1,8QZs4B

1.861!€10

- l6t4 \)a)

-9.Llq.r4i

19
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COMMONWEALTH OF PUERTO RICC

MUNICIPALITY OF TOIZA

STATEMENI Of ACTIVITIES PROPE(IY EUND

YFAR ENNED.IUNE 30, 2014

RevenLles:

Rent

Financial

Total revenues

Expenses:

Administrative
utilities
Operating and maintenance

Taxes and insurance

Depreciation
lnterest

Total Expenses

Change in net Position

Net position (deficiency), beginning ofyear

Net position {deficiency), end ofyear

The accompanying notes are an integral part of these financial statements-

BRI5A5 DE LOfZA PROJECT

5 419,L61

- 2-{t1

471,790

138,347
74,O97

86,391
24,781

118,119
68,544

449.685

l27,A9s)

(636.629)

51664524)

20
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Cash flows from operating activities:

Change in net position

Adjustmer:ts to reconcile change in

net position to net cash provided by

opcrating activities:
Depreciation
Bad debt expense

lncrease or decrease in:
Other assets

Accounts payaLtle and accrued expense

Net cash provide( bY operating activities

Carh flow from investing activities:
lnterest deposited on replacement reserve

Withdrawal f rom replacement reserve

lncrease in other reserve

Deposits to replacement reserve

Purchase of property and equipment

Net cash used by investing activities

cash flows from finan.ing activities:

Mortgage principal Payments

Net cash used tlY finan[inB activities

Net decrease in c;5lr

cash, beginning o, the Year

Cash, end ot theYear

The accompanying notes are an integral part ofthese financial

COMMONWEALIH OF PUERTO RICO

MUNICIPAI.ITY Of IOIZA

STATEMEM Of CASTI FLOWS PROPNIETARY FUND

TORTHT YEAR ENDLD II]NT 30, ZO14

PROPERTY FUNI)

9!E4s qE_!! i74!r, lllSl

s (27,89s)

118,119
i,[,: ]

11,162)
(4.387)

19,156

{1,s04)

107
(24,000)
(10,351)

(3s,748)

{38,549)

last4:l)

5,4\9

64,495

s.:69!54

J
i

J
I

i

l
!
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COMMONWEALTH OF PUERTO RICO

MUNICIPAIIIY OF LOizA

NoIES To TTIE FINANch! STATEMEMS

Junr 30, 2014

ORGANIZATION

The Municipality of Loiza (the Municipality) is a political and legal entity with full legislative and

administ.ative faculties in every affair of munacipal character, with perpetual succession, existence

and legal personality separate and independent f.om the ilovernment;,1 of the Comm(nwealth of

Pu-.rto Rico.

The municipal Sovernment is compr,sed of the executive and legislative bodies, which are elc.ted

every four years in the Puerto Rico general elections. The executive power is exercised by the Mayor

and the leBislative power bythe l!4uniciprl Legislative Body, \rhich has thirteen members.

The Municipality provides the following services to its community: health, public works, education,

public safety, housing, comrnunity and social services, welfare, culture and recreation, as vJell iis

many olhcr general and adrn;ni'tlolive ce,vi,.'s.

SUMMARY OF SIGNIFICANT ACCOUNTING POTICIES

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 appl;cable to state and local Sovernments Geneaally accepted accounting

pdnciples for tocal governments include those principles prescribed by the Governmental

Accounting Standarils Board (GASB), the American lnstitute of Certified Public Accountants in the

publication entitled Audits of State and Lo(al 6overnmental 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 trnits, and other organizatiolls

that aae ncluded to errrurc thai tina rcial st.iemenls are not miileiding. The primary governnleflt

of the Municipaiity coosists of ail funds and departments that a e nc: legally separate from the

Municipality Ior the 14unicipalil / ol Loi a, these in.lude varioLr5 servl, ,s such as policc proteclion,

recreation (including parks), strei:t mainienance and repair, sanitation, arrd genera, adminisirative

services. The operation of each of these activities is directly controlled bY MunicipalitY's tegisiative

Body through tlre budgetary process.

Component uoits are legilly sei,arate organizalion5 for !'vhicir thD Municipality is tinanciaily

accountable. 'l he Municipaliiy has no component units.

Government wide and fund {inancial atatements

Basic financial statements include both governments_wide and fund financial statements.

I
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF LO(ZA

NoTEs To TtlE FlNANclAt STATEMEMTs (CoNllNUEo)

JUNE 30, 2014

2. 5'iMMANY OF SIGNIFICANT , .CCOUNTiNG POLICIES (C' )NTINUED)

Govero Dc!!l!lg.cll!!ellc-ol5

The government-wide financial statements (consists of the statement of net position and the

statement of activities) these statements repf,'rt information on all the a.tivities of the primary

go. ernnrent and its cor]tponent un;Ls. for the m.st part, the effect of interf'.rnd activity lra3 be'n

removed {rom these statements. Governmental activities v"hlch norm.lly are supported nrainly hy

taxes and interBoveannrental revenues are leported separately from business-type activiiies, which

rely to a significant extent on fees and charges for support Likewise, the primary governrnent is

reported separaiely f.om aertain legally separate component units for which thr:r plirnirY

government is f inancially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given

function or segments are offset by program revenues. Dircct expenses are thote that ara clearly

i.lentifiable with a specific function or jegment. Pro8ram revenues include a) charges to customels

or applicants who purchase, use, or di.ectly benefitfrom goods, services, or privileges provided by a

given function or segment and b) Srants and contributions that are restricted to meeting the

operational or capital requirements of a particular function or segment. Taxes and other items not

properly inctuded among program revenues are reported instead asgeneral revenues.

Program-specific capital and operating grant and contributions consist of transactions that are

either mandatory or voluntary non_exchange transactions with other governments, organizations, or

individuals that rettrict the resources for trse in a particular program Capital grant. and

contributions consist of capital assets or resources that are restricted for capital purposes to
purchase, construct or renovate capital asgets associated with a specific program. Operating grants

and contributions consist of resources that are required to be used to finance the costs of operating

a specific program or can be used either for operating or capital purposes of a specific program-

Restricted capital and operating Srants and contributions are program revenues because they are

specifically attributable to a program are reduce the net expense of that prograrn to the

Municipalit'/. Tlr.ry are rcported ncl ol e:timated uncollectirle anlounts.

l.!]!llfl[aIl!Lql siateryIlts

'llre fund financial staternents segregate transactions related to ceriain funclions or activities in

separate funds in order to aid iinancial managemenl and to demonstrate letal compliance' These

statements present each major fund as a separate coru,nn on the fund {inancial st"tements; all non_

major fllnds are aggregated and presente(i in a single column-

The Municipality repoits the followi g rnajor governmental funds:

A) GeneralFund

This is the operating fund of the Municipality and accounts for atl financial resources, except

those required to be accounted for in another fund-

l3
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COMMONWEAI.TH OF PUERTO RICO

MUNIcIPALITY oF LolzA

NOTEs TO THE FINANCTALSTAIEMEIIIS (CONTINUED)

JUNE 30, 2014

2. SUMMARY Or SIGNIFIcANT ACC')UNTING POI-lClEs (coNTltluED)

B) Debit service fund

The fund accounts for resources accumulated and payments made for principal and interest on

long ierm general obligation debt of governfi ental fllnds'

Measur€ ent {ocus, basis of accounting and financial statement prcsentation

The government_wide financial statement of Net Position and the Statement of Activities' both

goue_ma."t ona lrrin"is type aclivities, are presented using thc econ^mic resources rneasurement

f_ocus and the accrual basis of accountinS' Revenues are recolded when earned and expenses are

recorded at the time the liability is incurred, regardless of the timing of related cash flows Property

i"*". 
"," 

r"aognirua 
", 

revenues in the year for which theY are levied' Grants and similar items are

,"."g"i^, "tl.""r*" 
as sooo as all eliSibility reillrirement! irnposed bY the provider have been

met.

The governmental fund financial statements are presented using the current financial resources

*""r'ra"a"nt foau, 
"nd 

the modified accrual basis of accounting Revenues are recogniu ed as soon

;;il;;;;;"il measurable and available under this method revenues are considered to be

"""iiuu'f"\,1/n"n 
they are collectible within the current period or soon enough thereafter to pay

fl"u;iiti", ot tf," .r.runt period. For this purpose, the government considers Ievenues to be available

iit-i"v ai".ofr.a"a *ithin eo aays ottne end oF the current fiscal perrod' Expenditures generally a'e

recor(ied when a liabillty is incurred, except fo' debt servic(" compensated absences and claims

andjudgments expenditures which are reported when payment is Jue'

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 recogni?ed as revenues of the current

fiscal period. Only the portion ot special assessments receivable due within the current fiscal period

is con;idered to be susceptible to accrual as revenue of the current period' All other revenue items

.iro .on.ia.r"a to rr" n easurable and available only v,,hen .ash is received by t[e govcrnmcnt.

As a genzrat rule ihe e{tec': of interfund activity has bcen eliminak d {rom the qove'nment 
'vide

firlan.ial sttierrents. /imounis leported as prograrn revenues ir'ciuce i) 
'harge! 

to cusiomeri or

nppii.rnts to, gona.,.ervices, or privileges provided' z1 operating grants:rnd contrihutions' and 3)

.i,in"iar*" ""t 
contributions, including special assessments lnternally dedicated resources are

,"ior*t o. gun"r"f ,",entres raiher tha;as prograrn re\ienues' Likev"is j' general revenuel i clude

alltaxes.

Wh'2n troth rest.icted and unrestrrateLi resources are available for use' it is the government's policy

10 use restr;cted resources first, than unrestricted resources as they are needed'
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF LOiZA

NOTESTO THE FINANCIAL SIAIEMEI.IIS (CONNNUED)

JuNr30,2014

suMMAFJ OE 516NIFICANT ACCOUNTING POLICIES (rC N JlluED)

Mea5urement focus, basis of accounting and financial statement presentation (continued)

orn^ri.t..v fund financial statements include a statement of net posit'on' a statement of revenLles'

:^J;:':;; ;";;;;; ;;; ;t', and staternents or 
'ash 

rrows ror the proprietarv Iund which

inilu,Jo ,, lo* in.or,, l,ousing proiect know as Brisas De Loiza Project'

t.roprietary funds are account€i] for using the ,,economic resources,,measL]relne,tt focus and the

accrual basis of accounting. AccordinglY, all assets and liabilities (whether cu'rent of noncurrent)

are inclllde on the statemenl of net assets' The statement of r'venues' expenses and change in

;;;d n;t;osition pr.sent increases (revenues) and decrease (expenses) in totallretposition under

the accrual basis of accounting, revenues are recognized in the period in which thev are eamed

,f,it" 
"rp"na", 

,r" ,".ognized in the period in which the liability is incurred'

Operaling revenues in the proprietary funcl are those revenues that are Eenerated from the prirnarY

op"r",i"i "t 
the fund. Ail other revenues are reported as non operating revenues operating

"ip"nr"i",u 
tttor" expenses that a'e essential to the primary operations of the fund All other

expenses are reported as non_operating expenses

Cash, aash equivalents, cath with figcalagent and investments

The Municipatity's finance director is responsible f'rr investing availabie resources' The Municipality

i, ,nr,riat"i Uy folv,o invest onlY in savings ac'oLrnts and certificates of deposit with banks qualified

a. 
" 

i"positoiv of prutic funds by the Pu;rto Rico Treasury Depa ment {PRTD) or in instrunrents of

the oo,"|.nm"nt o"uelopment Bank for PUerto Rico (GDB). The Municipality\ policY is to invest any

excess cash in interest bearing depos'ts with institutions qualified by the PRTD Eamings 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

ir.rua iol, tt'," o.q-uirltinn and conrtrurtion of rnaior c'pital inrprovements' Cash with fiscal a:lent in

the {r.bt servrce firnd repr.senLs s;recial additional property tax collcctions retaine'l by the

,""i.,*, ol*"r" collection center (cfirM) and restricied for -he payrnent..f the h4unicipalir'/'s

(l.bt 'r rvi, e ,r. c,ubli\lt'o I r L7''

The MunicipalitY considers all investments with an original maturity of three months or less to be

.ash etuivalents.

lnterfrlnd r3€eivi,bles arr.i Fayabi i

Activities between fund! -hat are representative of lending/borrowing arrangements outstanding at

ii" 
"nJ 

ot tte ti..ar v"ar are referred to as either due to/frorn other funds {i-e-, the current portion

.i-,",*rr"a loans) or advances to/fronr other funds (i.e., the non current portion of interfund

""nri. 
,na"afrnt receivables and paYables between funds within the governmental activities are

eliminated in lhe staternenl of nel positlon'
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COMMONWEATTH OF PUERTO RICO

MUNlclPAtlrYoF LoizA
NorEs To THE FlNANclaL STATEMEIYT5 (CoNTli'luED)

JuNE30,2014

2. SUMMARY OF SIGNIFICANT ACCOUNTIN6 POLICIES (CONTINUTD)

Capital assets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally

inirnovable and of value only to the Mllnicipality, such as roads, bridges, streets sidewalks' and

draiiage systen), are reported in the government_v/ide financial siatem€nts

Capital assets purchased or acquired are carried at historical cost or estimated historical cost'

Contributed assets are recorded at fajr market value as of the date donated' Additions'

improvenri n1s and other capital outl,ys that significanllY cxlerrd the usef'l life of dn asset are

capitalized. Oiher costs incurred for repairs and maintenance are expensed as incurred When

hi;toical cost is not available it is estimated using historic sales of the year of the acquisition of the

related capital assets.

Depreciationincapitalassetsiscalculatedonthestraightlinebasisoverihefollowingestirnated
useful lives:

25 - 50 years

20 50 years

5 - 10 years

3 - 20 years

l'und balanc€

Thefundbalanceamountsarereportedasnonspendablerestricted,committed,assignedand
unassigned, based on the relative strength of the constraints that control how specifi' amounts can

be spent, as described foilows:

.'lqllqe]ollaLlc-Representresourcesthatcannotbespentreadilywithcashorarelegally
or.oniia.t,:rily:quirednotiobesperrt,inclLldingbLrtnotlim:tedtoirverrloties'prcpaid
items, long_term balances of loans anii notes rece;vable'

* BC!!r4!e4 Represent resourc€ s that can be spenl onlY ior the specific purposes stipulated

ty constitutional provisions, external resource providers (externally imposed by cteditors or

i,ranlors), or ihrough enabliog legislation {that is, legislation that cteates a new re\'enue

!ources and restiict its use) Effe ;tively, restrictions rnay be changed or Iifted only \'vith the

(onseni of resor c!' Providers.

tcommittedRepresentresourcesUsedforspeciicpurposes,imposedbyformalactionof
ihe entity's highest level of decision making authority (governing bodv through resolutions)

and can only be charged by similar resolutions, no later than the end of the fiscal year'

Infrastructure
Building and building improvement

Furnitur: and fixtures
Vehicles and equiPment
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.IIY OF tOiZA

NOTEs TO THE FINANCIAI. 

'ATEMEI..II5 

(CONTIN UED)

JUNE 30, 2014

z. SUMMARY Ol SI6NIFICANI AC':OUllTlNG POLICIES {CONTlt'IUED)

fund balance (continued)

.! A!g!g!Cd - Represent resour€es intended to be used by the entitY for specific purposes but

aonot.u"tthucriteriJtcbeclassifiedasrestrictedorcon]mitte.!(generallyresolUtions
approvecj by the goverrriog body) l lent can Lre expresse'l by the Soverning body' ( I by 

'jnd
oiii.ial u, t,oay to v/hich the governing body delegates authority in conformitv with ihe

bylaus of the Authority. ln governmental funds other than the general fund' assigned fund

balance represents the iemaining amountthat is not restricted or committed'

':' !l!!$!g!eg - Represent the residLral classification forthe entity's generalfund and includes

all spendable amounts not contained in the other classifications ln other funds' the

Lrnassigned classification is used only to report a deficit batance resulting from overspending

for specific purpose for which amouni; had been 
'esii 

icted' committed' or assigned'

Riskfinancing

The Municipality carries insurance to cover casualty, theft, tort claims and other losses lnsurance

policies are negotiated by the Puerto Rico Treasury Department and costs are allocated among all

ihe municipalities of Puerto Rico. Cost of insurance altocated to the Municipality and deducted from

the gross property tax collections by the Municipal Revenue collection cente' {the "cRIM") for the

v""i"na"a rrn" jo, zo14 amounted to approximately 5150,745 The current insurance policies have

Ilot been cancell':d or terminated. The CR{M also d_"dtrcted approximatelY 5205'065 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'

uni"ii ro.rtion time accumulated is fully vested to the employees from the first dav of work'

Lirployees accurr lrilte sicit leave .i a rate of 1 5 day! p'rr nronth tri) io a rnaxir lum 90 CaYr' lrr tlle

event ot ernploy.e resignation, the employee i' paid f''r accumulated vacitions days up to the

maxi nrrm all(,wed.

Separation from employment prior to use of atl or part 
''f 

the sick leave terminates all rights for

compensation? excep. for employeeg witil ten years or moI! of service who are entitled to sick leave

pay uP to the maxinlum allowed.

Em:loyec 'rnax;mum allolleij vrcations an'ivested sick bi:rlefits are accorr'lted for in the Statement

of Net Position-

?1
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOiZA

NOTEsTO THE FINANCIAL STATEMENTS (CONTINUED)

JUNE 30,2014

suMMAfiY OF: tGNlFI(IANT ACCO JltrllJ(i POLICIES {aON lt{uED}

Post emploYment benefits

Pursuant various Acts, the Municipatity is required to €over annually the 3% increase (cost of living

allowance) inthe retirement plan of it's retires employees' Srrbstantially all ofihe enrployees may

become eligible for these benefits of theY rea h normal reiirci'1ent to v'/hile v'rorking for th€

Municipalitt. For the {iscal year ended lune 30, 2o14, post emploYment benefits retirees amounied

@ 52a1,779- These benefits are recorded as expenditures when infornled by the retirement plan'

Use of estim3tes

The preparation offinancial statements in conformity with accounting principles generally accepted

in the ljnited States of America requires management to make estimates and assumptions that

affect the reported amorlnts of assets and liabilities, and disclosure of conlingent assets aod

liabilities at the date of the financiai statemenls and the reported amounts of revenues and

expenditures/expenses during the reporting period. Actual results could differfrom those estimates'

PROPERTY TAX

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15

of e;ch 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

realstate 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 estimated value as of 1957 for real prope'ty tax- The tax on personal property

mu;t be paid in Iull together with the return bY May 15. The tax on real property may be paid in

two installments byluly l and lanuary 1.

The CRIM is responsible for the billing and coll.ctionJ of real and personal property taxes on behalf

oi all the rnunicipalities ci Pu€to rli.o Before the beSl'1r\ing of ea'tr {istal year, thP (:IlM irfr)rms

the lr'lunicipality of the ettinrated amouni of p:operty tal exiiected to be collected for the ensui g

fiscalyear,Throughouttheyear,theCRlMadvancesiUndstothe},4Unicipality|rasodonthei'litial
estimated coll.riions- The CRll'4 i5 requrred bY law to prep rr' a settlement statement on a fiscal

yea. basis, whe.e by a comparison is ma.le between the amounts advanced to the Mui'icipality and

arnounts actuallY collected fron' taxpaYers.

Thissettlementhastobecompletedonarrreliminaryba.isnotlaterth.nthreemonthsafterfisc.l
yea.end,anCJafinalsettlementrnacilotlaterthansixrnonthsifteiyear.enclfihoCRlMrenlits
to ihe Municipairty property tax iJdvances, whicn are less than the tax actuaily collected' a

receivable from the CRIM is recorded at lune 30. However, if advances exceed the amount actually

collected by the CRIM, a liability to the CRIM is recorded at lune 30'

2a
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COMMONWEATTH OF PUERTO RICO

MUNICIPALtTY Of toizA
NOTES TO THE FINANCIAL STAIEMETTS (CONTINUEO}

JuNE30,2014

3, PPOPERTYTAX{CONTINUED)

Residential real propertY occrrpied by its owner is exempt by law from the payment of property

taxes on the first S15,o0o of the assessed value. tor such exempt amounts, the Puerto Rico

Treasury Department assumes payment of the basic tax to the Municipalities, except for property

assessed atlessthan $3,500 for which no payment is made. Aspartof lawNo 83ofAugust30,

19111, as amended, the eveript amount to be paia by Poerto Rico TreasurY D partment to the

Municipa,ities vJas frozen as of January 1, i992. ln addition, the l"w grants a tax exception fro[]tfie
paynrent of personal property taxes of up to 550,000 of the assessed value to retailers having

annual net sales of less than S150,000.

The rates are 10.23% for reai property and 823% for personal property. lhe conrl csltion isrs
follows:

Basic property
Additional special property - state
Additional special property - municipal

Discounts made by state to tax payer

Seql

6.O0%

t.o3%
3.40%

<-pa>

p4v"

&.r!!4aj

4.AO%

r.o3%
3.4tr/o

<-8/o>

q]1%

a. VOLUMT OF BUSINESSTAX

The municipal iicense 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 other business insdtutions. The taxpayers must file a retum not later

than April 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 tevied and collected during the year

ended Jur e 3a 20i4, $369,6/9 correspo dL:rg to .he ioli.r'rioil iistrl Yedi volufie oi birsincss tax'
'lhis amount \,as iecorcied as deferred rev.nuc, ar d is pre.jented as a liability in the a'coml;r rying

f inancial s'.atemenis.

SALE TAX

Prrr\uant to an .mendfirenl to Pu€(o Iiico lnternal liev€nire .-cCe, Act 117 of l(rlY 4, 2001, the

I/unicipal legi!lature approvcd the Ordinance 6, Seri s 2005 2007 to establish a 
'itY 

tax

contribution, effective tlovember 1' 2006, to 1.5% over ill tra'eactic'ns of sales of good! and

services made on Loiza's boundaries. According to the ordinance, these new resou ces will be

principally used in the fottowing activities: repairs and irnprovements of Municipal roads,

infrastructure and sport iacilities, construction of curbs and sidewalk, purchases of heavy

equipment.

29
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.TTYOF IOIZA

NorESTo THE FINANCIAL STATEMEMTs (coNnNUED)

JUNE 30, 2C14

SALE TAX (CONTINUT!)

Pursuant to the provisions of the Law N!inber 80 cf iuly, 29, 2007 and effective August 1, 2007, the

citizenship contribution was uniformty established;n 1.5%, for allthe municipalities in Puerto Rico,

of which 1% will be collected by the municipalities and the remaining 5% will be collected by the

Treasury Department of the Common"ealth of Plerto Rico. A portion of those funds will be

depositecl in the Puerto Rico Governmental Developmtlnt Il3nk, as a redernption fund, ror financinS

capit.rl )rojects to the municipalities

GRANTS AND ENTITLEMENTS REVENUE

Grants and ( ntitlements reveriue consists of contributions received irom ceriain quasi public

corporations of the Commonwealth of Puerto Rico, such as the Puerto Rico Aqueduct and Sewer

Authority and the Puerto Rico Electric Power Authority. Also, the Municipality receives sorne

subsidiesfronrtheCommonwealthofPueitoRicowhichinclLrde,anongothers,asubsidyfor
general operations an.l for the financing of capital improvemenis' The intergovernrnental revenues

ire recorded in the General fund, except {or those that are legally restricted for expenditure for

specified purposes which are recorded in other governmenta! funds'

RESTRICTED DEPOSIT

Restricted cash in the business'type activities consists of:

Tenant secLrrity dePosits

Reserve for replacement
ReseNe fol taxes and othel reserve

Other teserves

tJnder the re8(latorY agreernent, Proj:ct is required to s€t i;ide amount5 fci the replacement of

property and other P.oject expenditures approved by HUD' HtJD Restricted Deposits are held in

separate accounts and generally are not avnilable for operating purposes

Tenant's Security Deposit and its accumulated interest are held in a s{:parate bank s;vings account

in the name of the Project, in compliance with USDA_RD and HUD requirements AnY amounts not

returned to the tenant due to lease violation5 are transferred to the Projecl's general operating

account.

s i2,549
168,s03
tl,2s6
1,391

5199J05

_t
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF [O2A
NoTEsTo THE FiNANcIAL STATEMENTS (CONTINUED)

JU NE 30, 201.4

8. CAPITAT ASSETS

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

Balance

!qg!iE! June 30,101-4Prinmry Goventnrent

Govern menta I activities:
Capital assetsnotbeingdepreciated:

Capital assets being depreciated:

lnfrastructure
Brildings, park and courts
Fornihire and fixtures. automobi{es

and equiPment

Total capital assets being dep.eciated

Less accumulated depreciation for:

lnfrastructure
Buildingt parks and courts
Furniture and fixtures, automobiles

and equiPment

Totaldepreciablecapital assets,net

Gove.n mental activiiies capitalassets net

Businesetype a.tivities:
Cnpital :ssels r.t heing der'reciatedr

Crpital assets being depreciate(':

l!L ildinft and imProvementr

Eq'riprnent

Less n.cLrmalated clePreciation:

Euilding and imProvements and

Total d eprecia ble capital assets, net

Susiness activitiescapitalassets, net

lc!q-3!.?q11

,

_l

I

$ 1.682516

22,672,923
10,979,148

4,151.218

37,803.289

(6,934,0s0)
(3,831,364)

1?,!958{3)
112,851,057)

24942.232

26.629.144

, 10r.71!

3,16C,341

329,412
3,449,153

laSeip:a)

897,800

1.007.535

9J$31283

31

s 316,473

105.836

422,309

1334,271l,

1244,3O2)

1l{0,026)
(918,599)

{496.290)

1496.29O)

5,0i1'i

-_ 121.!
10,351

_.r I r,&.1-l-9)

(107.768)

(10i.768)

t_ l!040s8)

$ L!!7.5.i.€

22,989,396
11O,919,744

4.257,O54

38.225,598

17,468,3211
(4,07s,666)

12235..q!9)
(13.779,6s6)

24,445,942

26.133,45a

I
_t

_t

_l

_t

_l

__,1!!ll5

3,165,421

114.!!3
3,s00,104

12J19]!2t

_ i9qq32

899.767

s,1_D332?l



COMMONWEATTH OT PUERTO RICO

MUNTCIPAI.ITY OT LO1ZA

NorEs To THE FlNANclal SrA'IEMENrs (CoNTINUED)

lur'. ?O, 2Ol4

8. CAPiTAL ASSETS (CONTINUEO)

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

Governmental gusiness-Type

A.tivities Activities

I
I

ceneral administration
Public safety
Puhlic works
Educatioa, culture and recreJtion
Health, sanitation and welfare
Public relation, tourism and citizen affairs

Housing

Total depreciation expense

s11,645,100

Notes Payable CRIM ' Law 42 749,440

Compensated absences

Legalsettlement

Total

5f19,119

s918199 5r8Jr9

B€ginning Ending Due Within
Ealance Additiohs BCdl4Lo!! Et'14!e One Ye.'I

s348,781
51,A11

316,612
49,736

106,699
38,834

9. LONG.TERM DESTS

tong-term liabiiity activity for the year ended lune 30, 2014 was as follows:

Primary Government
Governmental activitiesi

Bonds and notes

2,760,619
505.904

-.1i1101'q6l

s(1,034,900) s10,61o,2oo 51,017,000
(20,640) 728,800 27,931

(291,16s) 1,969,454 1,969,4s4
505 904 505.904

11,34.i1105) 11814;58 -:-!14,45

Business-type activities:
Mortgage pavable 1,870,637 

-- - {38,549) l-Slzp!8 -- 42 089

't otal S17.tr!ar! S: - = !93L5-2!4) 5 5'q4@ t3=ry.84

_t
t
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF I.OIZA

NoTEs To THE F INANCIA! STATEMEMTs (CONTINUEO)

.!uN! 30,2011

9. LONG-TIRM DEBTS (CONTItiUED)

Governmental activities:

Bonds and notes:

5451,000 series if 1993, payable in two annual inrtallmei ts of 530,000 and

532,000 until.lanuary 1, 2016, interest at 5% due annually.

S100,000 series of 1996, pay,lble in one installnlent of S-1,00J on January l,
2015, interest at 4.5% due annually.

S1,685,000 series of 1999, payable in annual installrnents of 575,000 to

$150,000 until July 1, 2023, interest ranging from 5-88% to S% due

semiannuallY.

5655,000 series of 2002, payable in annual installments of 525,000 and

555,000 until July 1, 2026, interest at 1.47% due semiannually.

$40O,OOO series of 1997, payable in tlvo annualinstallments of530,000 to

S40,0OO untii July 1, 2016, interest at 6 75% due semiannually.

Sl30,000 series of 2004, payable in annual installmen'rs of 55,000 to S10,000

untilJuly 1, 2028, interest ranging from 5.0% to 6.5% due semiannually.

5360,000 series of 2012, payable in an installment of 550,000to 565,000 on

July 1,2017, interest at 6% due annually.

S95,0o0 series of2004, payable in annual installments of53,000 to 97,000

until July 1, 2028, interest at 1.72% due senriannually.

5455,000 serie5 of 2004, payable in annual nstrllments of I 15,000 to '(35,000
until.lulY 1, 2028, interest.anging {.onr 5.0% to 6-5% duc semiannlially'

S925,o0o series of 2005, paYable in annual installnrents of S45,o00 to S70,0{r0

until July 1, 2024, interest at 1.72% due semiannually.

5820,000 series of 2t)07, payable in annual installments of 520,000 to 570,000

untilluly 1,2032, interest at 1.72% due annually.

S1,155,000 series of 2008, payable in annual installments of $125,000 to

5160,oo0 untilluly 1, 2017, interest ranging at 1.72% due semiannually'

s 62,000

8,000

1,090,000

490,000

70,000

80,000

230,000

7 ),ltila

340,0c0

620,000

740,000

565,000

(continue)
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPATlrY OF LOIZ.A

Norts To TraE FrNANcar STAEMEMTs (CoNrtNuED)

JUNE 30,2014

9. LONG-TERM DEBTS (CO,'tl lNult!)

Governmental activities:

Bonds and notes:

5900,000 series of 2008, pryable in one installment of 5180,000 on luly 1, 2011,

interest at 1.72% due semiannually.

5135,000 series of 2008, payable in annual installments of55,000 to 520,000

runtil July 1, 2023, interest at 1.72% due semianntrallY-

S935,000 series of 2013 payable in annual installments ofS140,000 to S165,000

untilluly 1, 2016 interest at 6% due semiannually.

51,033,00{'special obligation note series 2013, payable in nronth installn1ents

ranging from S146,000 to 5181,400 until July 1, 2017, interest at 6% due

semiannually.

5820,000 series of2013, payable in annual installments ranging from 525,000 to

570,000 untilJuly 1,2031interest at 6% due semiannually.

S735,OOO special oblieation bonds series 2012, payable in annual installments of
ranging from 5:15,000 to 565,000 until luly 1, 2035 interest at 6% due

semiannually.

$1,535,000 series of 2013 payable in annual installments ranging from S25,000

to 5125,000 until July 1, 2037 interest ranging from 6% to 7% due semiannually.

S1,895,000 series of 2013 payable in annual installments ranging from 550,000

to 5170,000 unti' July 1, 2032 anterest rangingfrom 6%to 7% due semiannually.

Totalbonds and notes

Business type activitiesl

Two mortgage notes collateralized with land and building, paYable in monthly

installment of 54,802 and 51,312, including interest at an annual rale of 9%

6.87% through December 2051.

S 18o,ooo

110,000

455,000

653,200

780,000

70c,000

1,515,000

1.8s0,00q

10,610,200

- 1,&?"qlq

t4,!42238
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COMMONWEALTH OT PUERTO RICO

MUNICIPALIW OF LO'ZA
NorEs To THE FTNANCIAL STATEMEMTs (CoMTTNUED)

JUNE 30,2014

li 9. LarNG.riRM DEBTS (CONiTNUED)

d

- The annualdebt service requirements to maturity bonds and notes payables ofjune 30, 2014 are as

I follows:
{

Governn]ental _lype Activities:
3 Agiiregate

i Year ended June 30 Principal lnlllglI Pavment

-r 
zor5 s 1,o17,ooo s 413,46i s r,490,467

I zora 897,ooo 433,703 1,330,703

- 2017 886,800 392,391 1,279,197

I 2018 780,400 355,623 1.,136,023

! zr'rc 399,ooo i30,643 729,643

2020 7024 2,443,OOO 1,Jb3,889 3,806,889

| 2025-2029 1,922,O0O 859,574 2,741,514

I zoao-zo3+ 1,595,000 374,510 2,069,510

- 2035-2038 570.000 63,900 633.900

Ir 510.610,200 545qJiA !5257P00

Business-tYPe activities:

Long-term debt consists of two mortgage notes are payable USDA Rural Development in

monthly installments of 54,802 and 51,312 including interest at an annual rate of 9% and

6.857% (reduce to 1%) through December 2051. The tand and building of the Project

collateralized the mortgage note.

Mortgage notes payable mature as follows:

Y,qcleldcd,lllq3Q Principal !!Iqe!!

2oi5 5 42,089 ; 31,255

2.016 45,956 2t 3aa
2011 50,180 73,164

2018 54,792 18,552

2019 5S,833 13 11

. lhereafter 1,579,23q 523,29Q

s1.832.o88 5637J50

!
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COMMONWEAI.TH OF PUERTO RICO

MUNTCIPALITY OF tOiZA
NorEsTorHE FrNANcrat STATEMETIs (coNrlNUED)

,uNE30,2014

9- LCNG-TERM DESTS (CONTINUED)

Note payable- CRIM Law 42

Note payable of 5728,800 represents a repayment aE:reement \rith GDB and CRIM to repa/ the

excess of propert,taxes advances from fiscalyears up to 2001. IheCRIMwill retain the principal

and interest from the property taxes advances. The amounts retained by CnlM will be remitted to

GDB on luly 1 of each year through 2032. The repaymeni agreement is payable in semiannual

aggregate principal instatlments of S33,349 including an interest rate of 6.187%.

Year ended June 30

2015
2016
7Dl7
2018
2019
zo20-2024
zo25 2029
2030-2032

Principal lnterest

5 21,937

23,2" t6
24,181
26,331
27,992

168,660
22A,137
207.O40

$12@q

5 44,161
43,382

41,917

40.361
38,706

L64,827
104,750
26,40t

s50ra5

Total

5 66,698
66,698

66,698

66,698
66,698

333,487
333,487
233.441

$1233,905

EMPI-OYEE'S RETIREMENT PLAN

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 ludiciary 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 Comrnonwealth of Put iLo Rico and its in;trunlent. lity and of rnuni.ipalities an.
components unir! not cov€red by their ov,/n retirement sYstem..

participation is mandatory except for members of the Legislature, Government Sec.etaries, ljead of

Agencies and Public lnstrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico,

Gubernatorial Board and Committee appointees and Experimental Service Station employees' EIlS

provides retiremeni, death and disabilitY benefits. DisabilitY retirement benefits are available to

rnembers for occupational and non_occupationrl dis3bilities. Retirement berrefits depend upon age

at retireraent and number of years of credited service. Beneflts vest after terr years of pla

participation.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATIYOF LOiZA

NoIEs To THE F,NANc!A!STATEMENIs (CoNIiNUED)

tlrNE 30, 2014

10. LMPLOYIE'S RE] IREMEN i PIAN (Continued)

As of lune 30, 2013, the ERS has an unfunded actuarial accrued liability (UAAL) of approximately

522,981 million, representing a 3.1% funding ratio. ln the opinion of management and based on

information prepared by consulting actuaries, it is estirnated that starting in fiscal year 2015, thc
ERS'S assets will be less than its obligations (including honds pa!,3ble but excluding iis UiAil
resultinE in a deficit net position. ln addition, annual cash flow esti at€s 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 coLrld result in the inability to pay benefits.

The estimate of when the ERS'! 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 Comrnonwealth for the nrember, employer conlribLrtions

and the employer additional contribution (Act No. 32), which as discussed below, was estimated in

S120.0 million annually, as we,! as the estimated participant benefits and the ERys administrative
expenses to be paid each year.

To improve the liquidity and solven€y of the ERS, the Commonwealth enacted Act No. 32 ofJune 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

deterorined annually based on actuarial studies to be performed by the ERS'5 actuaries. And

approprjation for such additional contribution of approximately S120 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 S90 million of this arnount will not be

collected as expected during fiscal year 2014. Further, this additional contribution was reduced to
528.2 million for the Commonwealth's proposed budget forthe fiscal year 2015.

!f the Commonwealth's financial condition does not irnprov.: as a result of fiscal and budgelary
r.c2.ures it is trking, ils ibiiity to repay its oblig.tior., including its rcg rlar emplcyer contributions

to tl,e ERS and i1s additional contribution as provided by Act l,lo. 32, for the upcoming yeari, rray
continue to I e advers.ly affected, and could also affect ihe pa',/nrent of ienefits ar;'l the repaynrent

of the [fiS's bond payable.

To address these issu{:s, the EnS 2"rd the Commonwealth, with the assisiance (J tli.: tils external

consulting actuaries, concluded that, in addition to other measures, annual increases in the

cmployers' contributiGn iate !\,ould be required to fully frrr.lpensions, \'vithout having to liquidrtc
the U(S inr'esl.ent portfolio. Accordingly, on iuly 6, 2011, ihe Comrnonwealth enacted Act l.lo- 116,

increasing the employers' contributions rate from 9.275% lo 1o.27syn of employee compensation

for fiscal year 1017-201.2, an additional 1% annualty for each ofthe next four years, and 1.25%

annually for each of the five years thereafter, reaching an aggregate contribution rate of 20.525%

effediveluly 1, 2020.
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COMMONWEALTH OF PU€RTO RICO

MUNICIPALITY OF LOiZA

NoTEs To THE FINANGIAL STATEMEMTS (CONlINUED)

JUNE 30,2014

10- EMPLOYi.E'S RETIREMENT PIAN (rlontinued)

turthermore, 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 Jl,lly 1 2013 and

amended the provisions of the different benefit structures under the ERS, includinS, but not limited

to, the followingi

1. [or active participantl of the contriLutory defined benefjt programs under Act No' 447 of

1951 and Act No. 1of 1990, all retirement benefits accrued throu8h June 30, 2013 were

frozen, and thereafter, all future benefits will accrue under the defined contribution forniula

used for System 2000 participants, and will be paid at retirement through a lifetime annuity'

2. lncreased the minimum pension for current retirees from 5400 to 5500 per month'

3. ]-he retirement age for Act No. 447 participants will be SradLrally increased from age 58 to

age 61.

4. The retirement age for active System 20OO participants will be gradually increased from aBe

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 "merit annuity" available to participants who ioined the tRs 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, firefi8hters, and custody officers, which will be age 58'

8- The empl(,yee contribution 'ate vJas increa\ed f{om E'215'i/'lo LC%'

9. For system 2000 participanl:, the retirernent benefits will no longer 5e prid 3s a lump slrin

distribution, inrtead, they will be paid through a lifetime annuity'

:]o'ElirninateclorreducedvsriousretirementbenefitsprcviouslYgrantedbyspeciallaws-
including Christmas and surrlmer bon 'ses' The Christmas bonus payable to current

retiree. was reduced from S600 to SZ,:'C and v,/as elimir,ated foi future retirees' The

. summer bonus was eliminated. Res!rlting employer contribution savings will be contributed

to the ERS.

ll.Disabilitybenefitswereeliminatedandsubstitutedforamandatorydisabilityinsurance
policy.

12. survivor benefits were modified.
38



COMMONW€AtTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

NOTEs TO THE FTNANCIAL STATEMElYIs (CONTINUED)

luNE 30, 2014

1U. . MPL0Yii'S RETIREMENT PU,N {Cont;nu(d)

The employees and employer contribution to the above mentioned plans d{rring the year ended

June 30, 2014 amOunted tO 5365,417 and s420,335, respectively- ThiS amounts represented the

required contribution for the corresponding )'ear'

Th. hi5tcrical trend inforrnation regarding the accumulation of 
'ssets 

and pfosion beflefit obligat )n

intheERsisnotavailable'Fortheten.yeartrendinformation,refertothe5eparatelYissued
financialstatementsoftheERsasofandforthefiscalyea'endedlune30'2014ThePR'
Retiren e.t plan Adnririst.ation ptovides additional information of the tRS. TheY issLle a publi.

available fina ncial report that includes financialstatements and required supplementary information

for ERs, as a component unit ofthe commonwealth of Puerto Rico That report may be obtained bY

writing to the Administration at Po Box 42003, Minillas Station, San luan, P R' 00940'

CONTINGENCIES

Amountsreceivedorreceivablefromgrantorageociesalesubjecttoauditandadjustmentby
grantor agencies. AnY disaltowed claims, including amounts already collected' may constitute a

iiability of the applicable funds. The amount, ifany, ofthe expenditures which maybe disallowed bY

the gr;nbr ca;t be determined at this time, although the MLrnicipality expects such amounts' if

any, to be immaterial.

The Municipality is Cefenclant and/or codefendant in several litigations arising out ol the normal

Municipality's operations- Most of the cases are covered by insurance ManaBement' after

consuliation with legai counsel is of the opinion that the ultimate liability' in excess of insurance

coverage, if any, resutting from such pending litigations will not have a material adverse effect on

the Municipality's financial position .

11.

12. SUBSEQUENT EVENTS

Managemeot has evaluated subsequent events through March 24' 2015' \'Jhi'h is tl:3 cjate the

fin..,nc;al staternents vrere avrilable to be issued and.letermined that no mate.ial subsequent

events require an cstinrate to be recorded or disclosed as of lune 30' 2014'
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF LOIZA

scHEouLE OF BUDGETaRY coMPARrsoN

FoRTHE YEAn ENDED,UNE 30, 2014

GENERAT FUND

ORIGINAL

BUDGET

AMMENDED
BUDGET

VARIANCE
,,VITH FII{AL EUDGTT

FAVORABLE

IlNFAVORABLE)

s (999,029)

1777,347)
(647,333)

(e2,6s6)

(3,62s)

49,1t1
(30,845)

(84s,459)

t,415,454

11,325,733J'

404,254
185,063

17,553

(75,286)

(ss8,428)
q3-533

40,689

aell4!

I
I

Revenues:
Taxes:

Property taxes

Municipaltax
Sales tax
Construciion excise tax

Licenses and permits

lnterest
Rent

Grants and entitlements
Other

Total revenues

Expenditures:
General administration
Public safety
Education, culture and

recreational
Public relation, tourism and

citizens affair s

Public works and sanitation
Health, sanitation an.l welf.re

Totalexpenditures

Excess of expenditures over

S 2,882,888
7O1,OOO

1,205,000
663,000

5,000
10,000

74,240
7,195,913

656.200

13,404.t4t

6,953,882

1,301,592

588,486

1a2,293
2,016,:166

_JL61p4

13,404,?41

s ..

5 2,882,888

707,O00
1,2ir5,000

663,0C0

5,000

10,000
74,240

7,t96,913
656,200

73,404.241

6,953,882
1,30L,592

588,486

1a?,297
2,016,966
1.761,0':

13.404247

$ ...:

S r,883,859
535,659
55 / ,657
570,344

7,37s
59,111
47,395

6,357,444
2,O1t.654

12,078,508

6,545,624
1,116,529

5/0,933

857,!79
),!;15,33t
1.697.4E!)_

Ll3q3-52

$1128=1q4 $G.4s-qq)

_t

_l
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF LOIZA

NOTESTO S'HEDUE OF BUOGEIANY COMPARTsON

1uNE30,2014

3)

4)

1. BUDGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishing the bud8etary data reflected in the

financialstatements:

1)

z)

formal budgetary integration is employed as a management control device during ttre year for

the General lund. Formal budgeLary integration is not employed for special revenrre funds

because effective budgetary control is alternatively achieved through legal and contractual grant

requirements provirions.

On or before May 15, the Mayor submits to the Municipal Legislatjve Body a proposed operating

budget for the fiscal year commencing the following July l The operating budget includes

proposed expenditures and the means for financing them.

Prior toJune 13, the budget is legatly enacted through passage ofan ordinance'

The Municipal Legislative Body approves, by ordinance budget appropriations by functional

basis. The Mayor is authodzed 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.

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'

present; in the Statement of Revenues and Expenditures - Budget and Actual General Fund' is

;n conformity with the budgetary accounting of the Municipality for a better comparison with

the budget information.

'ihe presentation of the budgetiry data excludes other appropriations such as 
'aoital 

proiects'

debt service and special rev€nue funds bEcause pro]ects are funded on a multi Year nat{rre'

generally requiring several years to cornplete o, effe'tive budgetary control is alternativelY

]chieverj through general obligation bond irldentures and legal arrd con"ractual grant ag'ecnrent

I
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF LOIZA

NoTEs TO SCHEDUL€OF BUOGTARY COMPARISON

JUNE 30, 2014

2. f,ECONCILIATION OF GAAP TO BUDGETARY SASIS

Adjustments necessary to reconcile the revenues and expenditures of the General Fund at the end

ofthe year, frorn the ge nera lly accepted accounting principles to budgetary basis, ar' as follows:

Excess of expenditures over revenues, budgetary basis 5{1,285,044)

Adjustments to a.counts payable and accnled expenres to

adjust expense! frorn budgetary basis to modified accrual

bas's \223'262\

Adjr.istments to accoLrnts receivable 382,311

Excess of revenues and other financial sources under

expenditure and other financial sources per Senerally
accepted accounting principle SOl25l95)

_i

_l

l
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COMMONWEALTH OT PUENTO RICO

MUNICIPALITY OT IOiZA
ScHEDULE OF ExpENDrTUlE5 Of FEDEnaLAwaRDS

FoR THEYEAn ENDED JUNE 30, 2014
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW Of LOIZA

ScHEDULE OF EXPENDTTUREs OF FEDERA!AWARD5

YEAR ENOEOJUNE 30,2014

NUjvlt]_EB q$FURSEMENI

14.228

14.241

t4.417

S632,33:

132,574

58.651

823.562

93.s75 59.915

10.558 22,455

81.118 a5,723

599$61

US Department of Housing and Urban

oevelopment
Passed through:

Municipal Se.vice Adminisiration:
CommunitY Development Dlock Grant

Municipality of San Juan Housing Opportunities

for lersons with AIDS (HoPwA)

Puerto Rico Department of FamilY:

Direct Program:

Section 8 - Housing Choice Vouchers

US Oepartment of Health and Human Services

Passed through:
PR Department of FamilY:

child care and Development Block Grant

US Deoar:ment of APriculture

Passed through:
PR Department of Edocation:

Child and Adult Food Program

US Department of Enerqv

Passed through:
PR Energy Affairs Administration:

Energy Efficiency and Conservation 6rant

4S



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF LOfZA
NO]ES TO SCIIEOULE Of EXPENDIIURES OF FEDESATAwAnDi

,uNE 30, 2014

1, BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Municipality of Loiza and is prepared on the rnodified accrual llasis of accounting. A.cordingly,
anrounts presented in the accompanying schedule agree to amounts presented in the b.iic firrncial
Statements-
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NEPORT ON INTERNAT CON iROT OVER FINANCIAL hEPORTING ANI)
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCC WITH
GOVERNMENT AUDITIN6 STANDARDS
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CON]"ROI, OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS EASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED }N

ACCORDANCE wlTH GOVERNMENT AUDI|ING STANDARDS

To Honorable Mayor and
Municipality Legislative Body

Mur ricif,aliry of toiza
Ioiza, Puerto Rico

We ha,,. audited, in accordance with the auditing standards generally ac.epted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Stondords
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business type activities, each major fund, and the aggregate remaining flrnd information
of Municipality ol Loiza, Puerto Ri.o, i:s ofand for the year ended June 30, 2014, and the related notes
to the flnancial statements, which collectively comprise Municipality of loiza, Puerto Rico's basic
fina ncia I state ments, and have issued our reportthereon dated October 27,2014.

lnternal Control over Financial Rcporting

In planning and performing our audit ofthe financial statements, we aonsidered Municipality of Loiaa,
Puerto Rico's internal control over financial reporting (internal controll to determine the audit
procedures that are app.opriate 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 toi:a, Puerto Rico's internal control. Accordingly, we do not express an opinion on the
effectiveness of Muniaipality of Loiza, Puerto Rico's internalcontrol.

Our consideration of intemal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all dellciencies in intemal controlthat might be materia I wea knesses or
significant deficiencies and thereforc, materialweakness or significant deliciencies may exist that were
nc,t idcntified- However, as described in the accornpanying schcdule offindings and qucstioned costs w(
identified certain deficiencies in intern:rl controi that we colisi:lered to be a materia, weakness.

A. deficiency in inteftol cantrol exists vrhen the design ol operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
deted and correct, misstatements on a timety basis- A materiol weokness ia a deficiency, or a

combinaiion of deficienc,es, i.r internal cortrol, such that there is a reasonable possibility that a material
misstatement of ihe entity's fin.ncial siatements will not be prevented, or detected and corrccted on a
imely hasis. We considereci the deficiency described in th.! accompanying sch.rdule of lindings and

questioned costs to i,e mat€rial weakness (Finding nuntber 2014-01). A significont 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.

CARLOS R. DIAZ, CPA, PSC
5UENB,fuEiioR|coofu3

MTMBER:

Anerica, lnstitute of Ce.titied Publi. Accountants
Puerto Ri.o society of Certilled Public A.cou.t.ntcPA fili'iliHt",,..



Compliance and Other Matters

As part of obtaining reasonabre assurance about whether Muni.iparity o, r-oiza, puerto Rico,s financiar
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, an(l grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement arnounts. 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 res!lts of ot,r tests disclosed instances of noncompliance or other
matters that are required io be reported uidet Government Auditing Stondords and which are
described in the accompanying schedule offindings and questioned cost as items 2014,01and 2014-02.

Purpore of this Report

lhe purpose of this r:]port is solely to describe the s.ope of oor testing of internal control and
complianc? and the resLrlts of that testing, and not to provide an opinion on the effectiveness of ihe
entiqy's internal control or on compliance. This repo.t is an integGl part of an audit performed in
accordance with Governnent Auditing Stondotds in considering the entity's internal control and
compliance. Accordingly, this comrnunication is not suiiable fo. any other purpose.

March 24,2015
Aguas Buenas, Puerto Rico

The stamp No.8157783 ofthe Puerto Rico

Society of Certified PublicAccountants was
affixed to the originalofthis report.

License No.275
Expire December 1, 2015
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REPORl ON COMiI!iANCE WITH REQUINEMENTS
APPTICABTE TO EACH MAJOIT PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANC€ WITH OMB CIRCULAR A.133
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INDEPENDENT AUDITOR'S REPORT ON COMPI.IANCE FOR EACH MAJOR PROGRAM
AND ON INTERNALCONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCUI.AR A-133

To Honorable Mayor and
l,4unicipality legislative Body

Municipality of [oiza
Loiza, Puerto Rico

Report on Compliance for Eiah Major Federalprogram

We have audited Muni.ipality of Loiza, puerto Rico,s compliance with the types of compliaoce
requirements described in the oMB circulor A-133 complionce supptefiert that coutd have a direct and
maaerial effect on each of Municipality of Loiza, puerto Rico,s major federal programs for the year
ended lune 30, 2014. Municipality of Loiza, puerto Rico,s major federal programs are identified in the
summary of audito/s results section of the accompanying schedule of findings and questioned costs.
Municipality of Loiza, Puerto Rico's basic financial statements include the operations of the Brisas de
Loiza Pro.iect, which had expenditure ot 52,2At,773 in fedeml awards which are not included in the
schedule during the year ended June 30, 2014. Our audit, described below, did not include the
operations of Brisas de Loiza Project because Municipality of toiza, puerto Rico engaged other auditoB
to perform an audit in accordance with OMB Circula. A-133.

M o no g em e nt's R esponsibi li I /
Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

A u d i to,'s R es pon si bi I ity

Our respon.:]ility is to cxpress an opinion on compliance for each of Municipelity of l-oiza, puerto
Rico's major federal p.ograms based on our audit of the types of compliar ce requirements referreal to
above. We conducted our audh of compliance in accordance with auditing standards Benerally accepted
in the United States of America; the siandards appli.able to financial aLldits contained ir1 Govemfik nt
Auditing Stondords, issued by the Comptroller General of the United States; and OMB Circulaa A_133,
Audits of Stotes, Locol Governments, ond Non ptolit Orqonjzotions.fhose standards and OMB Circular A
133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements relcrred to above that could have a direct
and material eftect on a major federal program occLlrred. An audit inrluries examinir!g, on a test basis,
evidence'about Muniripality oI Loiza, puerto Rico,s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

CARLOS R. DIAZ, CPA, PSC

MEMBER:

Ameri.an hstiture of Certifi€d pobtic acc@ntants
Pu€no nico Society of Certified Pubtic Ac.dntanrs: I,cPA, i:Ji.il:ff!.",..



r{

il

J

_,i

.:

!

_d

3

*6

I
il

_t

_t
c
s

I

_t
t"

I
ti

I

We believe that our audit provides a reasonable basis for our opinion on compliance for each rnajor
federal program. However, our audit does not provide a legal determination of Municipality of Loiza,
Puerto Rico's compliance.

Opinion on Edch Mdjot Federul Prcgram

ln our opinion, Muhicipality of Loiza, Puerto Rico complied, in all material respects, with th, types of
cornpliance requiremenls referred to above that could have a direct and material effect on each of its
majorfederal programs for the year ended June 30,2014-

Report on lnternal Control over Compl;ance

llanagement of Muni.ipality of Loira, Puerto Rico is responsible for establishing and rnaintaining
effective internal control over corrpliance with the types of compliance rrquirements aeferred to above.
ln planning and pedorming our audit of compliance, we considered Municipality of Lolza, Puerto Rico's
internal control over compliance with the types of requirements that could have a direct and material
effect on each rnajor federal program to determine the auditing procedures that are approirriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program
and to test and report on internal control ove. compliance in accordance with OMB Circular A-133, but
not for the purpose of cxpressing an opinion on the e{Fectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of MLlnicipality ot Loiza, Puerto Rico's

internal control over compliance.

A. deficiency in internol control ovet cofipliance 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 t;mety basis. A moterial weokness in intefial conttul ovel
compfionce isa deliciency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance Lvith a type of cornpliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. l\ signilicant
deficiehcy in intetuol control over cofipliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe

than a materjal weakness in internal control over compliance, Vet important enough to merit attention
by those charged with governance.

Our consideration of internal control over conlpliance was for the linrited plrrpose Cescribed in the first
paragraph of this section irnd was not deiigned to identify all cleficic[cies in iniernal control ovei
.ompliance lhat might be material weaknesses or significant deficien.ies. We did not identify any

deficiancies io internal control over compliancc tllat \re ronsider to be fiateaial v,,eaknesses. However,

material weaknesses may exist that have not been identiiied-

52



_l

I

-I

-Ff
F

-r

I
E

_t

I
I

I-t
I
r:

I
I

i-t
B

t

_t

I
_i,

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 Circu,ar A-133. Accordingly, this report is not suitable {or any other purpose.

<@*
Cados it. l)iaz, C[)A, l)SC

License No. 275

Expire December 1,2015
March 24, 2015
Aguas Buenas, Puerto Rico

The stamp No. E157784 of the Puerto Rico
Society ofCertified Public Accountants was
affixed to the original ofthis report.

53



I
L

J
{

.,

lr

q
J.

-rl

.a

-t

_t

_[

_[

h
_i.-

_l

I

COMMONWEATTH OF PUERTO RICO

l/lIJNICIPALITY OT LOiZA

SCHEDULE OF FTND|NGS AtlD QUE5TToNED Cosrs

FORTHE YEAR ENDED JUNE 30,2014
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF LOIZA

SctEDULE OF FTNDTNGS AND quEsrtoNED Co$s
FoR THr YEAR ENDED.IUNE 30,2014

SECTION I. SUMMARY OF AUOITOR'S RESULTS

Type of auditor's report issued

lnternal control over financial reportinS:

. Materialweaknessidentified?

. Significant defi.iency identified
that is not considered to be materialweaknesses?

Noncompliance material to financial staternent noted?

FedelaIAwards

Type ofaudito/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
CircularA-133

ldentification of major programs:

EfA]!rr![&IG]

14-224

Financia I Statements
Oualified

sllqlrtre-d

X yes _no

yes _Lno

Lyes _no

lnternal control over major prograrrs:

. Material weakness identified? ---X-yes 
-no. Significant deficiency identified that are not considered

to be materialweakness 

-Yes 

Lno

__Lyes _no

Name of Federal ProEram

ComrnLlnity Developrnenl
Block G.anls

Dollar threshold used to distinguish between type A

and type B prograrns: S300,00O

Audit qualified as low-risk audited? 
-ves 

-Lno

5a
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COMMONWEATTH OF PUERTO RICO

MUNTCTPAUTY OF rOiZA
. SCHEoULE Of FtNDtNcSAND QuEsroNEo Cosrs

FORTHE YEAN ENDED IUNE 30,2014

SECTION II- FINANCI!L STATEMENT F'NDINGS

Finding No.2014-1- General ledger

The Municipality does not have the accounting practices, policies or internal controls in place to provide

for the preparation of financial statements, on a timely basis, in accordance with accounting principles
generally accepted in t're tlnited States of America ("generally accepted accounting prin.iples")- The

accounting system does not provide for 3 self balancing set of accounts for each fund operated bY the

Municipality, recording cash and other flnancial resources, together with all related assets, liabilities,

revenues, expenditures and changes in fund balances. Therefore, the financial statements must be

prepared using financial informalion obtained from various departments.nd accor ntinB records. lhe
records are not integrated, and do not follow a double entry system (debit credits). As a result, the

records required significant adjustments in order to present the financial position and results of
operations of the Municipality in conformity with accounting principles generally accepted in the lJnited

States ofAmerica.

The Municipalitv's accounting system does not provide for a subsidiary ledger of account payable and

interfund balance that reconcile to the Seneralledger account balances.

The continued failure to have an adequate accounting system prevents the Municipality from having

current, accurate and reliable financial reports and information necessary for management to take

efficient and effective actions, including corrective actions when plans and objectives are not being met.

Recommendation

The Municipality should adopt and implement a plan to convert its accounting system to an integrated

system that would allow for the monthly closing of the general ledger, as well as the preparation of
year-end financial statements in accordance with accounting principles generally accepted in the L,nited

States ofAmerica.

This plan shoulc proviiie for;

a. Aisessmenl ol the financial aacounling and reporting neeJs in order to take ihe necessary s1e,)s to

rneet the financial reportine requirements of GASB Statements No. 34.

b. lhe preparation cf feriodic financial reports to be submitted to the Finance l)irector and all other
interested entities.

c. Adequate training ofall accounting personnel to improve the unde.standing of the systern and to
promote operational efficiencY.
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COMMONWEALTH OF PUERTO RICO

MUNrcrPAt-trY oF LoizA
scHEourE oF FTNDTNGSAND quEsnoNED cosrs

foRTHEYEAR INDED JuNr 30,2014

SECTION II. FINANCIAT STATEMENT FINDINGS

Finding No,201+2 - Budget

The Municipality's system of internal control relating to the Budgeting function does not adequat'rly

prevent operating management from incurring expenditures in excess of the level of funds ilppropriated

and available. The Municipality closed its fiscal year enCed lune 30, 2014 with an unreserved fund

balance deficiency in the general fund approximately $6,027,068.

This occurs because the budgeting system does not reflect actual avrilable revenLles and therefore

cannot prevent the obligation of expenditures for which current resources will not be available'

Article 8.004 (b) on the Municir,alitie5 Law establishes that the Muoi€ipality cannot obligate or spend

funds in excess of the appropriations or the ensu;ng fiscal year. lrr addation, according to Chapter lV,

section 17, of the basic standards, the responsibility of oversight to prevent deficits in any municipal

fund rest with the Finance Diredor.

The continued occurrence of this situation could result in the eventual reduction of elimination of

municipal seNices since future revenues will need o be used to pay for accumulated liabilities'

Recomriendation

The Municipality should revise and amend the budget as curreot information related to collections of

budgeted revenues became available.

:
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF LOiZA

ScHEDTILE OF FtNolNcs ANo QlrEsrloNED Cosls

FOR TXEYEAR ENDEO IUNE 30,2014

SECTION III. - fEDERAL AWARDS TINDINGS ANO QUESTIONED COSIS

None
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF TOi2A

ExHtBrI- I

CORRECTIVE ACTION PI.AN
FOR YEAR ENDED JUNE 30, 2014
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