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LLM&D, PSC 
165 Ponce de Le6n Ave., 
Second floor 
San Juan, Puerto R i a  

I 0091 7-1 233 

INDEPENDENT AUDITORS' REPORT 

T o  the Board of Directors of 
Puerto &co Convention Center District Authority 

Report on the Basic Financial Statements 

We 1la1.e aud~tcd the accon~panying st;ltelnent of net pos~tion of the I'uerto Iilco Con\-cnt~on Center 
I>istuict Xuthonty (the Authority) (a Component I ' n~ t  of the (:omrnonn~ealth of I'uerto R~co)  as of 
June '30, 2015, and the related statement of re\ cnucs, expenses and changes 111 net pos~t~oi i ,  and cash 
flows for the year then ended, and ilotes to the bas~c financ~al statements, wh~ch  collectlvcl! 
comprlse the i\uthontj's baslc financial statements as listeci 111 the table of contents. 

Management's Responsibility for the Financial Statements 

hlanagcinent 1s respons~l~lc for the preparation and fair presentation of these baslc financial 
statements in accordance w ~ t h  accounting principles generally accepted in the l 'n~tcd States o f  
,\mcrica; t h ~ s  ~ncludcs the dcstgn, implementation, and ma~ntenancc of internal contt*ol relevant to 
the prcparauon and fair presentat1011 of financial statements that are free from matcrlal 
n~~sstatemcnt, \vhcther due t o  fraud or error. 

Auditors' Responsibility 

(3ur respo11~11~111t~ 1s to expre\s an op~nion on  these basic financial st>ltemcnts based on  our aud~t .  
Wc conducted our audit 11-1 accordarlcc \\,~th aud~tlng standards gencrall! accepted 111 the I'nlted 
States of ,Imer~ca. 'I'liose standards require that \ye plan and perform the aucbt to ob ta~n  reasonable 
assurance about whether the I ~ a s ~ c  financial statements are free of ~na te r~a l  ni~sstatenient. 

.In a u d ~ t  ~nr,oh-cs pcrformlng procedures to ol3tain audit cvidciice about the ainoulits and 
disclosures 111 the bas~c financ~al statenicnts. 'I'hc procedures selected dcpc~ld on the auditor's 
judgment, i n c l ~ ~ d ~ n g  the aascsstnent of the risks of matenal misstatement of the basic financ~al 
statements, whether due to fraud or error. In tlzxkmg those risk assessments, the audltor considers 
~nternal control rclcvalzt to the iuthorlt\'s prcparatloti and fair prcsentat~on of the bas~c financ~al 
statements rn order to des~gn audit procedures that arc appropnatc 1r1 the clrcutnstances, but not for 
the purposes of expressing an opmlon on the effcctlvcness of the Aut11ont~'s ~rltcrnal control. 
.\ccordmgly, we express no such opinion. ,\n audit also ~ncluctcs e\raluating the appropnatcness of 
accounting polic~cs used and the reasonableness of s~gnlficarlt accourltnlg esumates inadc by 
management, as well as evaluating the overall prcsentat~on of the basic financ~al statements. 

\Ye believc that the audit cvideiice we hare obtairlcd is sufficient and appropriate to  pro^-~de a basis 
for our a u d ~ t  opinion. 

CERTIFIED PUBLIC ACCOUNTANTS BUSINESS AND TAX CONSULTANTS 
Member Firm of The Amencan Institute and the Puerto Rico Soaety of Certified Public Accountants 

Tel. 787.777.0660 Fax. 787.765.8033 www.llmdcpa.com 



Opinion 

In our opinion, based on our audit, the baslc financial statcnlents referred to above present falrly, in 
all material rcspccts, the financial 13os1tion of the ,\uthorit\., as of June 30, 2015, and the changes in 
its financi;~l posit~on and cash flows thcrcof for the year then ended in accordance wit11 acco~u~ting 
~n~ lc ip l c s  generally accepted in thc L111itcd States of Amcrica. 

Emphasis of Matter 

The accompanying financial statements have been prepared assuming that the Authority wlll 
continue as a going concern. As dscussed in Note 12 to the financial statements, there is uncertainty 
regardmg the availabhty of Commonwealth's appropriations to repay the Authority's debt to the 
Government Development Banli and approximately $12 i d o n  of the Authority's own revenues 
for the second semester of fiscal year 2016 will be withheld by the Cormonwealth pursuant 
Executive Order No. 0B-2015-46 and wdl not be available to pay principal and interest on the 
Authority's Hotel Occupancj~ Tax Revenue Bonds. These liquidity challenges faced by the 
Authority and the uncertainty as to its abhty to satisfy its obligations when due, raise substantial 
doubt about its abhty to continue as a going concern. A Commonwealth's restructuring proposal is 
currently under dscussion between the Commonwealth and its Components Units (includmg the 
Authority) and its credtors, as described in Note 12. The final outcome of this restructuring process 
is currently uncertain. The financial statements do not include any adjustments that might result 
from the outcoine of these uncertainty and challenges. Our opinion is not inocfified with respect to 
this matter. 

Other Matters 

Accounting principles generally accepted in the United States of America require that the 
management's &scussion and analj~sis on pages 4 to 10 be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part 
of financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context. We have applied certain b t e d  procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, whch 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 aucfit of the 
basic financial statements. We do not express an opinion or provide any assurance on the 
information because the h t e d  procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 



Our audit was conducted for the purpose of formlng ail opinion on the basic financial statements 
that collectivelj~ colnprise the Xuthorit),'~ basic financial statements. The supplcinental schedule of 
net positlor1 information, the supplemental schedule of revenues, expenses and chailges in net 
position information, and the supplemental scl~cdulc of operating loss-l'uerto Rico Conrrcntion 
Center-(collecti\relY referred as the suppletncntal schedulcs) arc presented for purl~oses of 
additional analysis and are not a required part of the basic financial statements. 

The sup~lclnental schedules arc the respons~billq of management and were clcri\~cd from and relate 
ciirectly t o  the undcrI!~ing accouiltirlg and other records uscd to prepare the basic fillancia1 
statcincnts. Such lilformation has been subjccted to the aucliting procedures a ~ p h c d  in the auQt of 
the basic financial statenlents and certain additional procedures, including comparing and reconciling 
such l~lforinntion chrcctly to the underlying accounting and other records uscd to prepare the baslc 
financial statements or to the basic financial statements themselves, and other additional l~roceciurcs 
in accordance with auditing standards generally accepted in the United States of ,-lmenca. In our 
opinion the supplelnental schedules arc fairly stated, in all matcnal respects, in relation to the baslc 
financial statements tal;cn as a whole. 

April I., 2016 
San Juan, Puerto r&co 

License No. 90 
Expiration date: December 1 st, 201 6 

St:~mnp No. 1<191212 of thc ~'ucrto liico 
Sc~ciety of (:urtmficd I'ubbc ~iccountants \\,as 
aftiscd t o  the ongnal of this report. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Cotnmonwealth of Puerto Rtco) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

As management of Puerto Rtco Convention Center District Authority (the iluthority), we offer readers 
of the Authority's basic financial statements our dtscussion and analysis of the Authority's financial 
performance during the fiscal year that ended on June 30, 2015. Our dtscussion and analysis provide an 
assessment of how the Authority's financial position and results of operations have improved or 
deteriorated and identifies the factors that, in management's view, sipficantly affected the Authority's 
overall financial position. It may contain opinions, assumptions, or conclusions by the rluthority's 
management that should not be considered a replacement for, and must be read in conjunction with, the 
Authority's basic financial statements, which follow this section. 

The Authority is a component unit of the Commonwealtl~ of Puerto Rtco (the Commonwealth) and is 
responsible for developing, constructing, and operatmg the Puerto h c o  Convention Center (the 
Convention Center) and the Puerto k c o  Convention District (the District). On  August 3, 2004, Act 
No. 185 transferred the ownership interest of thc Puerto Rtco Coliseum JosP hliguel rigrelot (the 
Coliseum) to the Authority to adrninistcr and supelvise its operations. On  May 15, 2013, the Authority 
acquired the project called Bahia Urbana to administer and supervise its operations. 

Financial Hiphliphts 

The Authority's total assets decreased by $ 7.7 1ndLon in 2015 or .97% 
The ~iuthority's total liabilities increased by $ 2.6 d o n  in 2015 or .43% 
The Authority's net position decreased by $ 10.3 d o n  in 2015 or 5.31% 
Operating revenues increased by $ 163 thousands in 2015 or .62% 

o Direct operating costs and expenses decreased by $ 1.2 d o n  in 2015 or 15.94% 
o Other operating expenses decreased by $ 71 thousands in 201 5 or .18% 

Nonoperating revenues- net decreased by $ 7.6 d o n  in 2015 or 37.04O/o 

Overview of the Financial Statements 

This annual financial report consists of three parts: the management's &scussion and analysis; the basic 
financial statements of the Authority, includmg notes that explain in more detail some of the 
information in the basic financial statements; and other supplemental schedules. 

* The basic financial statements are designed to provide readers with a broad overview of the 
Authority's basic finances in a manner s d a r  to a private sector business. These basic financial 
statements are prepared in conformity with accounting principles generally accepted in the United 
States of America as applicable to governmental entities. Using the accrual basis of accounting, 
revenues are recognized in the period in which they are earned, wMe expenses are recogruzed in the 
period in which they are incurred. 

o The statement of net position presents information regardmg all of the Authority's assets and 
liabhues. The hfference between the mentioned components is reported as net position. Increase 
and decrease in net position provide an inhcation of whether the Authority's financial health is 
improving or deteriorating. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Colnlnonwealth of Puerto Rtco) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

e The statement of revenues, expenses, and changes in net position presents information showing 
how the Authority's net assets changed during the most recent fiscal year. 

The statement of cash flows explains the sources and uses of cash during the fiscal year classified in 
operating, noncapital financing, capital and related financing, and investing activities. 

Financial Analvsis of the Authority 

The following summarizes the Authority's financial position as of June 30, 2015 and 2014 (in 
thousands): 

STATEMENTS OF N E T  ASSETS (in 000's) 

rlssets: 
Current assets $ 57,008 $ 51,015 
Capital assets - net 684,967 695,333 

Other noncurrent assets 47,155 50,472 

Total assets 

Liabhties: 
Current liabhties 
Noncurrent liabilities 

Total liabihties 605,400 602,781 

Net  position: 
Invested in capital assets 106,962 11 1,358 
Restricted for debts sewice and construction 55,068 58,184 

Unrestricted 21,700 24,497 

Total net position 

Total liabhties and net position 

Variance 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Coininonwealth of Puerto h c o )  

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

Assets 

The Authority 1x1s remained focused on its mission of proinoang economic activities by p r o v i h g  
outstandtng venues and related services to the tourist sector and the general public. The Authority, after 
completing the construction of the Convention Center, has been dedcated, along with overseeing the 
operations of the venues, to the development of the surroundmg Convention Center District, wlGch ~vdl 
accommodate hotels, commercial and residential fachties, and recreational areas. 

For the 2015 fiscal year, total assets decreased by $7.7 d o n  or .97% when compared to the previous 
year. The decrease in this category can be attributed to the following: 

e Increase in cash by $7.1 i d o n  directly related to the collections of ticket sold in advance for 
successful events presented in the Coliseuin during the subsequent fiscal year. 

e Decrease in investments by $2.7 d o n  related to a requisition to the repayment of consuuction 
costs from the proceeds fund created under the Trust Agreement dated Mal-ch 26, 2006 (see 
Note 3 to the financial statements). 

e Increase in prepaid expenses by $1 d o n  related to an increase in insurance. 

e Decrease in notes receivables by $3.3 d o n  related to the effect of the recoginiton of an 
allowance for doubtful account of $3.3 d o n  due to the uncertainty of collection (see Note 6 
to the financial statements). 

e Net decrease in capital assets by $10.4 d o n  related to depreciation expense during the year for 
$10.8 d o n ,  acqusitions of $477 thousands, and dspositions of $137 thousands. 

Liabilities 

For the 2015 fiscal year, total liabhties increased by $2.6 d o n  or .43% when compared to the 
previous pear. The decrease in this categoly can be attributed to the following: 

e Net increase in accounts payable and accrued expenses by $4.2 i d o n  mainly related to the 
unavailabhty of appropriation from the Commonwealth for the full satisfaction of current year 
interest payments on the Authority's lines of credt (see Note 8 to the financial statements), thus 
interest payable increased; and a decrease in the Convention Center payables to the Puerto h c o  
Electric Power Authority. 

Increase in custoiners deposits payable by $8.4 d o n  hect ly related to the increase in cash 
explained above. 

e Increase in unearned revenues by $1.5 d o n  related to the increase in deferred b b g  and non- 
monetary agreements. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto kco )  

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

0 Decrease in bonds payable by $1 1.6 i d o n  related to the principal payment of bonds and h e s  
of crebt, plus discount amortization on bonds payable (see Notes 8 and 9 to the financial 
statements). 

Net Position 

For the 2015 fiscal year, net position decreased by $10.3 i d o n  or 5.31% when compared to the 
previous year. The decrease in t h s  category can be attributed to the following: 

Decrease in net investment in capital assets by $4.4 du-ectly related to the net decrease in capital 
assets of $10.4 and the net effect of the decrease of related debts and the increase in interest 
payable. 

o Decrease in restricted net position for constluction by $3.2 mainly related to the decrease in 
investments explained above. 

o Decrease in unrestricted net position by $2.8 inainly related to decrease in conu-ibutions from 
the Cominontl~wealth - General Fund. 

Statements of Revenues. E x ~ e n s e s  and Chanpe in Net Position 

Following is a summary of the statements of revenues, expenses and change in net position for 
the years ended on June 30,2015 and 2014 (in thousands): 

2015 - 2014 Variance 

Operating revenues 
Direct operating costs and expenses 
Administrative expenses 
Nonoperating revenues - net 

Change in net position 

Net position - begnning of pear 

Net position - end of year 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION A N D  ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

Operating Revenues 

Operating revenues are earned from rental of facdities and related support services, sale of food and 
beverages, suites and club seat rental, sponsorshps, and ticket incentive rebates, among others. 

Operating revenues did not experience a significant fluctuation from the previous fiscal year. 
Operating revenues increased by $163 thousands or .62%, a small monetary impact to the overall 
total. 

The following graph presents the sources of the revenues generated by the Authority during the year: 
2015 Revenues 

B Food and Beverages W Rental Events Advertising 

Direct Operating Costs and Expenses 

Direct operating costs and expenses did not experience a significant net fluctuation from the 
previous fiscal year. For the 2015 fiscal year, direct operating costs and expenses increased by $617 
thousands or 7.40% when compared to the previous year. 

Administrative Expenses 

Administrative expenses did not experience a significant net fluctuation from the previous fiscal 
year. For the 2015 fiscal year, other operating or administrative expenses increased by $685 thousands 
or 1.71% when compared to the previous year. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION A N D  ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

Non- Operating Revenues, net 

The Authority's nonoperating revenues are substantially comprised of funds allocated from the room 
tax law enacted by the Commonwealth of Puerto k c o  and levied by the Puerto Rico Tourism Company 
and appropriations of the Legslature. The room tax revenues provided, among other things, for the 
debt service payment of the bonds issued for the financing of the Convention Center and to cover the 
Convention Center's administrative funds. The appropriations of the Legislature provided for the debt 
service payment of the line of c re l t  used to frnance the Coliseum. 

For the 2015 fiscal year, non-operating revenues, net decreased by $7.6 d o n  or 37.04OIo when 
compared to the previous year. The decrease in this category can be attributed to the decrease in 
contributions from Commonwealth - General Fund by $9.3 d o n ,  among others, for the payment of 
interest payable on lines of c re l t  during the current year. 

Ca~ital  Assets 

The following graph segregates the capital assets among land, land improvement, and property subject 
to depreciation, pertaining to the Coliseum, Bahia Urbana, and the Convention Center and surrounlng 
district, at cost before depreciation: 

2015 Ca~ital  Assets 

Balhia Urbana 

L - 
Convention Center 

59% 
7 

Coliseum m Convention Center District Bahia Urbana 

See Note 7 to the basic financial statements for adltional information on the Authority's capital assets. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Coinponent Unit of the Commonwealth of Puerto Rico) 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE YEAR ENDED JUNE 30,2015 

Long-Term Debt 

The Authority's long-term debt consists of two lmes of crecht with GDB and bonds payable, which 
amounted to approximately $145.2 d o n  and $403.4 i d o n ,  respectively, as of June 30, 2015. The 
lines of c r e l t  were obtained for the construction of the Coliseum and the bonds were issued to finance 
the development of the Convention Center. 

See Notes 8 and 9 to the basic financial statements for additional information on the Authority's long- 
term debt. 

Contacting the Authoritv's Financial Manapement 

Tlus financial report is designed to provide to the general public with a general overview of the 
Authority's finances and to demonstrate the iluthority's accountabhty for the monies it receives. If you 
have questions about this report or need adltional financial information, contact the Puerto Rico 
Convention Center District Authority at P.O. Box19269, San Juan, Puerto Rico, 00910-1269. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commo~lwealth of Puerto hco )  

STATEMENT OF NET POSITION 

June 30,2015 

ASSETS 

CURRENT ASSETS: 
Cash 
Accounts receivable - net 
Due from Puerto h c o  Tourism Company 
Prepaid expenses 
Other assets 
Restricted assets: 

Cash 
Investments 

Total current assets 

NON-CURRENT ASSETS: 
Restricted assets - investments 
Prepaid insurance 
Long-term accounts receivable 
Notes receivable 
Capital assets: 

Non-depreciable 
Depreciable - net 

Total noncurrent assets 

TOTAL $ 789,130,007 

(Continued) 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto fico) 

STATEMENT OF NET POSITION 

June 30,2015 

LIABILITIES AND NET POSITION 

CURRENT LIABILITIES: 
Current liabihties payable from unrestricted assets: 

Accounts payable and accrued expenses 
Customer deposits payable 
Unearned revenues 

Total current liabhties payable from unrestricted assets 

Current liabhties payable from restricted assets: 
Current portion of bonds payable 
Interest payable on bonds 

Total current liabilities payable form restricted assets 

Total current liabilities 

NON-CURRENT LIABILITIES: 
Unearned revenues 
Borrowings under lines of credtt 
Bonds payable 

Total non-current liabihties 

Total liabhties 

NET POSITION: 
Net investment in capital assets 
Restricted for debt selvices 
Restricted for construction 
Unrestricted 

Total net position 

TOTAL LIABILITIES AND NET POSITION 

See notes to basic financial statements. 

$ 789,130,007 

(Concluded) 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of tlie Commonwealth of Puerto hco )  

STATEMENT OF REVENUES, EXPENSES, AND CHANGES I N  N E T  POSITION 
For The Year Ended June 30,2015 

OPERATING REVENUES: 
Food and beverage 
Rental and event services 
Adveraslng 

Total operating revenues 

DIRECT OPERATING COSTS AND EXPENSES: 
Food and beverage 
Rental and event services 
Advertising 

Total drrect operating costs and expenses 

GROSS OPERATING PROFIT 

ADMINISTRATIVE EXPENSES: 
Salaries and related benefits 
Professional and contract selvices 
Depreciation and amortization 
Insurance 
Utthties 
Advertising 
Repairs and maintenance 
Bad debt expense 
Other - net 

Total other operating expenses 

OPERATING LOSS 

NON-OPERATING REVENUES (EXPENSES): 
Interest expense 
Contributions from Puerto h c o  Tourism Company 
Contributions from Commonwealth of Puerto k c o  - General Fund 
Interest income 
Other income 

Total non-operating revenues - net 

CHANGES IN NET POSITION 

NET POSITION - Beginning of year 

NET POSITION - End of year 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto hco )  

STATEMENT OF CASH FLOWS 
For the Year Ended June 30,2015 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Collections of operating revenues 
Payments to suppliers for operaimg expenses 
Payments to employees 

Net cash provided by operating activities 

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES: 
Contributions from Puerto k c o  Tourism Company 
Contributions from Commonwealth of Puerto Rtco - General Fund 

Net cash provided by non-capital financing activities 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES: 
Payments of bonds payable 
Payments of h e s  of cre&t 
Capital expenditures 
Payment of interest: 

Bonds payable 
Lines of credit 

Net cash used in capital and related financing activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Redemption of investments 
Collection from notes receivable 
Advances to note receivable 
Collection of interest income 
Other income 

Net cash provided by investing activities 

NET INCREASE IN CASH 

CASI-I - Beginning of year 

CASH - End of year 

RECONCILIATION T O  STATEMENT O F  NET ASSETS: 
Cash - unrestricted 
Cash - restricted 

TOTAL CASH - End of year $ 21,010,474 

(Continued) 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(il Component  Unit o f  the  Commonwealtli o f  Puerto Rtco) 

STATEMENT OF CASH FLOWS 
For  T h e  vear Ended  Tune 30.201 5 

RECONCILIATION O F  OPERATING LOSS T O  NET CASI-I USED 
IN OPERATING ACTIVITIES: 
Operating loss 
Adjustments to reconcile operating loss to net cash used in operating activities: 

Depreciation and ainortization 
Provision for doubtful accounts 
Amortization of prepaid insurance 
Amortization of lscounts  on bonds 
Loss on lsposition of capital assets 
Changes in operating assets and liabhties: 

Decrease in assets: 
Accounts receivable 
Prepaid expenses and other assets 

(Decrease) increase in liabhties: 
Accounts payable and accrued expenses 
Customer deposits payable 
Unearned revenues 

Total adjustments 

N E T  CASI-I PROVIDED BY OPERATING ACTIVITIES 

See notes to basic financial statetnents. (Concluded) 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto fico) 

NOTES TO BASIC FINANCIAL STATEMENTS 
JUNE 30,2015 

1. REPORTING ENTITY 

The Puerto f i co  Convention Center District Authority (the Authority) is a component unit of the 
Commonwealth of Puerto f i co  (the Commonwealth), as it complies with Governmental Accounting 
Standards Board (GASB) Statement No. 14, The Fi~zancial Repohg  En f ig  and GASB 39, Delemzrzitg 
Ir!~btet/3r Certain Oi.;qa~ziyations Are Compo/zents Units, as amended by GASB 61. The Authority was created 
by Act No. 351 of September 2, 2000, as amended (Act 351), to be responsible, for improving, 
developing, managing and operating the property and improvements w i t h  the Puerto f ico  Convention 
Center District (the District) geographical area. The Authority has the abhty to finance all of the 
improvements to be developed through the issuance of bonds and the imposiuon of assesslnents against 
the owners or lessees of land within the District who benefit froin the Convention Center and other 
improvements. Also, the Authority promotes the development, constlucuon, expansion and 
improvement of the Puerto k c o  Convention Center (Convention Center), and the Jose Miguel Agrelot 
Coliseum (the Coliseum) which was appropriated and transferred to the rluthority under Act 351. On 
I\/Iay 15, 2013, the Authority acquired the project called Bahia Urbana to promote its development. The 
administration, operation and management of the Convention Center, the Coliseum, and Bahia Urbana, 
is carried out by a third party private entity, under the Authority's responsibhty. 

The Authority is governed by a nine-member Board of Directors (BOD), whch is comprised of the 
Secrctai-y of the Department of Economic Development and Commerce; the Executive Director of the 
Puerto f i co  Tourism Company; the Presidcnt of the Government Devclopment Bank; an official, 
employee or member of the public sector of a board, commission, agency or authority or municipality of 
the Government of Puerto k c o  with experience in the areas of hotels, tourism, planning, marlieting, 
engineering, real estate or convention centers, who shall be appointed by the Governor of Puerto k c o  
with the advice and consent of the Senate, and three representatives of the private sector with 
experience in the areas of hotels, tourism, planning, marketing, engineering, real estate or convention 
centers, one of whom shall represent the working sector of the Convention Center, and two 
representatives who shall be outstandmg citizens in the sphere of sports, arts or culture, and shall be 
appointed by the Governor of Puerto b c o  with the advice and consent of the Senate. 

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

a) Measurement Focus, Basis ofAccounting and Financial Statement Presentation 

The Authority has established its financial activities as business-type. "Measurement Focus'' is an 
accounting term used to describe which transactions and types of balances are recorded w i t h  the 
various financial statements. The expression "Basis of I-Iccounting", refers to when transactions or 
events are recorded regardless of the measurement focus applied. 

The basic financial statements provide information about the iluthority's business-type activities in 
conforlnity with accounting principles generally accepted in the United States of America (GrZAP), 
as prescribed by the GASB. The Authority folloxvs GASB pronouncements under the herarchy 
established by GASB Statement No. 55, The I-jTierarc/3_y of Generalh Accepted Accoz~nfing Prillciplesfar State 
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and Local Go~ernments, in the preparation of its financial statements. The fmancial statements of the 
business-type activities are also often referred to as enterprise fund financial statements. 

Because of the "businesshke" characteristics of the Authority's operations, the accoinpanying 
financial statements for business-type activities reflect the economic resources measurement focus 
and the accrual basis of accounting. The accounting objectives of this measurement focus are the 
determination of operating income, changes in net position (or cost recovely), financial position and 
cash flows. All assets and liabdsties (whether current or non-current) associated with their activities 
and deferred outflows/inflows of resources are reported. Proprietary fund equity is classified as net 
position. 

Under full accrual accounting, revenue is recorded when earned and expenses are recorded when a 
liabdsty is incurred or economic asset used, regardless of the t h i n g  of related cash flows. Grants and 
s d a r  items resources are r ecopzed  as revenue as soon as all eligibihty requirements imposed by 
the provider have been met. 

The Authority utihzes enterprise funds to record its financial operating activities. In the practice of 
governmental accounung, the enterprise fund is used to account for operations that are financed or 
operated in a manner s d a r  to private business or where the BOD has decided that the 
determination of revenues earned, costs incurred and/or net income is necessaly for management's 
accountabdsty. 

The Authority dstinguishes operating revenues and expenses from non-operating items. Operating 
revenues and drrect operating expenses generally result froin the sale of food and beverage, venue 
rental and related event se~vices; and sponsoring and advertising in connection with the iluthority's 
principal on-going operations. Non-duect operating expenses include salaries and related benefits, 
professional and contracted services, depreciation and amortization, insurance, udties, advertising; 
and repair and maintence. All revenues and expenses not meeting this definition are reported as 
non-operaung revenues and expenses, such as revenues associated with, or restricted by donors to 
use, and revenues and expenses that result from financing and investing activities. 

The Authority also receives contributions from the Co~mnonwealth general fund, whch are 
recorded in the year in whc11 the funds are available to the Authority and from the Puerto k c o  
Turism Company (PIITC), as disclosed in Note 5. Contributions are recorded as part of non- 
operating revenues in the accompanying statement of revenues, expenses, and changes in net 
position. PRTC and Comlnonwealth contributions represent two of the pl-lmaly sources of income 
of the Authority. 

b) Use of Estimates 

The preparation of the accompanying financial statements in conformity with GiZAP requires 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabhties and dsclosure of contingent assets and liabhties at the date of the financial statements. 
Estimates also affect the reported amounts of revenues and expenses during the reporting period. 
Actual results could dffer from those estimates. 
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c) Cash and Cash Equivalents 

The Authority considers all hghly liquid investments with maturities of three months or less when 
purchased to be cash equivalents. There are no cash equivalents outstanclmg at June 30, 2015. The 
Authority's cash composiuon as ofJune 30,2015 is dsclosed in Note 3. 

d) Accounts Receivables 

Accounts receivables are stated at their net realizable value. The allowance for doubtful accounts 
receivable is an amount that management believes ~vdl be adequate to absorb possible losses on 
existing receivables that may become uncollectible based on evaluations of the collectabhty of the 
receivables. Because of uncertainties inherent in the estimation process, the related allowance may 
change in the future. 

e) Capital Assets 

Capital assets are reported as a component of non-current assets in the basic financial statements. 
Capital assets, other than construction costs or land, are defined by the Authority as assets whch, 
have a cost of $1,000 or more at the date of acquisition and have an expected useful life of tsvo or 
more years. Such assets are recorded at l~storical cost or estitnated historical cost. 

Depreciable capital assets of the Authority use the straight-he depreciation method over t l~e  
following estimated useful lives in years: 

Capital assets Years 
Budding and buddmg improvements 50 
Equipment 3 -  10 
Furnitme and fixtures 3 - 10 

&lo tor vehcles 5 

The capital assets under construction are depreciated once they are placed in operations. At the time 
capital assets are sold or otherwise dsposed of, the cost and related accumulated depreciation are 
removed from books and the resulting gain or loss, if any, is credted or charged to operations. The 
reported value excludes the costs of normal maintenance and repairs which are essentially amounts 
spent in relation to capital assets that do not increase the capacity or efficiency of the item or extend 
its useful life beyond the original estimate. 

Capital assets received as transfer from other governmental entities within the same financial 
reporting entity is accounted for under the provisions of GASB Statement No. 48, Sales and Pledges oj' 
Receivubles and .Fzttztn Reuenues arzd Intra-Entip TransjE.rs oj'flssets and F~ttzire Reaerzues. GASB Statement 
No. 48 states that these type of transfers need to be recorded at the carrying value of the transferor. 
Capital assets donated by unrelated third parues are recorded at fair value at the time of donation. 
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The Authority accounts for asset impairment under the provisions of GASB Statement No. 42, 
A~rocot/nfing a~zd Finalza'al Reporfing for Impaimzent of Capital Assets and for Ins~rance Recoveries. This 
statement establishes accounting and financial reporting standards for impairment of capital assets. 
A capital asset is considered impaired when its sel~~ices utility has decked  sipficantly and 
unexpectedly. T h s  statement also establishes accounting requirements for insurance recoveries. r\, 
capital asset generally should be considered impaired if both (a) the decline in service u a t y  of the 
capital asset is large in m a p t u d e  and @) the event or change in circumstance is outside the normal 
life cycle of the capital asset. Impaired capital assets that wdl no longer be used by the government 
should be reported at the lower of carlying value or fair value. 

The Authority evaluated its capital assets as required by GASB Statement No. 42, and no 
impairment was identified during the year ended June 30,2015. 

f )  Deferred Outflows of Resources 

In addition to assets, the statement of net position will sometimes report a separate section of 
deferred outflows of resources. Deferred outflows of resources represents a consumption of 
net position that applies to a future period(s), thus will not be recognized as an outflow of 
resources (expense) until then. The Authority has no items that qualify for reporting in this 
category. 

g) Compensated Absences 

The employees of the Authority are granted 30 days of vacation and 18 days of sick leave annually. 
O n  June 17, 2014, with the approval of Act No. 66, F~J-ca/ Operafion atzd SZ~J-fairral?ilit_y A c t  (Act 
66), maximum permissible accumulation subject to liquidation, in case of separation of 
employment, is 60 days for vacation benefits earned and 90 days for sick leave benefits 
accumulated. Act 66 states that excess of those limits, which were normally paid, cease to be 
paid to einployees. Employee should enjoy the vacations days in excess of 60 days of accrued 
vacations, subject to the provisions of the law, and in extraordinary circumstances the 
Authority should pay for days the employee was unable to enjoy. Excess of sick leave days 
(over 90 days) will be eliminated, subject to the provision of tlie law. The Authority records 
vacations leave as a liabibty as die benefits are earned by tlie employees when the employees' rights 
to receive compensation are attributable to selvices already rendered and the employees wlll be 
compensated for the benefits through paid time off or some other means, such as cash payments at 
termination or retirement. The Authority records sick leave as a liabibty as the benefits are earned 
by the employees only to the extent it is probable that the benefits wllI result in termination 
payments up to the maximum allowed as a termination payment. 

h) Bonds Payable 

Bonds payable are presented net of the applicable debt premium. Debt premium is deferred and 
amortized as a component of interest expense over the life of the debt using systematic and rational 
methods that approximates tlie interest method. 
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i) Deferred Inflows of Resources 

In addition to liabilities, the statement of net position will sometimes report a separate section 
of deferred inflows of resources. Deferred inflows of resources represents an acquisition of 
net position that applies to a future period(s), thus will not be recognized as an inflow of 
resource (revenue) until then. The Authority has no items that qualify for reporting in this 
category. 

j) Net Position 

The Authority's financial statements are being presented in conformity with provisions of 
GASB Statement No. 63, Financial Reportilzg Defi.rred Ozi~lows of Resources, Deferred Inflaws of 
Re~our~.es, and Net Position. As required by GASB Statement No. 63, the Corporation has 
classified net position into three components: net investment in capital assets, restricted, and 
unrestricted. These classifications of net position are defined as follows: 

e Net  I/zve.stme~zt iw CapitalAssets - This component of net position consists of capital assets, 
including restricted capital assets, net of accumulated depreciation and reduced by 
outstanding balances of any bonds, mortgages, notes or other borrowings that are 
attributable to the acquisition, construction, or improvement of those assets. If there are 
significant unspent proceeds at pear end, the portion of the debt attributable to the 
unspent proceeds in not included in the calculation of net investment in capital assets. 
Instead, the portion of the debt is included in the same net position component as the 
unspent proceeds. 

e Restm'cted - This component of net position consists of constraints placed on net position 
through external restrictions imposed by creditors, grantors, contributors, or laws and 
regulations of other governments. This component would also include constraints 
imposed by law through constitutional provisions or enabling legislation. 

e U~zres~n'cted - This component of net position consists of net positon that does not meet 
the definition of restricted or net investment in capital assets. Generally, this represents 
those financial resources that are available to thc Corporation to meet any future 
obl iga~ons  that might arise. 

k) Restricted Assets and Lia biLities from Restricted Assets 

Restricted assets consist of the amounts deposited by the Authority to provide for the amortization 
of bonds payable and related interest costs and cash available in the related construction fund. 
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I )  Non-exchange Transactions 

Contribzttion.r - GASB Statement No. 33, Accozrnfilzg and Fitzamcial Reporting JOT Non-exchange 
Tran~-actions, establishes accounting and fmancial reporting standards for nonexchange transacuons 
involving fmancial or capital resources (for example, most taxes, grants, and private donations). In a 
nonexchange transaction, a government gives (or receives) value without du-ectly receiving (or 
giving) equal value in return. T h s  is dfferent from an exchange transaction, in whtch each party 
receives and gives up essentially equal values. Under the provisions of the GASB Statement No. 33, 
the provider and the recipient should recognize the nonexchange transaction as an expense and 
revenue when all eligibhty requirements are satisfied. The Authority accounts for contributions 
from other governmental entities under the provisions of GASB Statement No. 33. 

Sponsorship -GASB Statement No. 62, Codzjcation of Accounting and Finatzcial Reporting Guidance - 
establishes accounting and financial reporting standards for nonexchange transactions 
involving trade and barter transactions (for example, sponsorship). The Authority recognizes 
sponsorship transactions as revenue and expense based on the estimated fair value of goods 
and services received or the recorded amount of the nonmonetary asset transferred from the 
Authority if neither the fair value of  the noninonetary asset transferred nor the fair value of 
the noninonetary asset received in exchange is determinable within reasonable limits. During 
the year ended June 30, 2015, the Authority recorded sponsorships in the amount of 
approximately $1,028,000, which are included as part of advertising revenues and advertising 
operating expenses in the accompanying statement of revenues, expenses and changes in net 
position. 

m) Statement of Cash Flows 

The accompanymg statement of cash flows is presented in accordance with the provisions of GASB 
Statement No. 9, Reporting Cash FL0w.r of Propn'efaly and None=cpetzdabk Tmst Ftlnds and Governmenfa/ 
Entities That Use Propnetaly Fznd Accounti?g. The provisions of GASB Statement No. 9 require that 
the &ect method be used to present the cash inflows and outflo~vs of the Authority. 

n) Risk Management 

The Authority purchases commercial insurance to cover for casualty, theft, tort claims, and other 
losses through the Treasuty Department negotiated under a blanket agreement and then charged to 
the Authority. The current insurance policies have not been canceled or terminated. There have 
been no settlements of insurance claims that exceed coverage under such policies in any of the past 
three years. 
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o) Future Adoption of  Accounting Principles 

The GASB has issued the following accounting pronouncements that have effective date after 
June 30,2015: 

GASB Statement No. 72, Fair Valzte Meas~/re?zerzt and Application. This Statement requires a 
government to use valuation techniques that are appropriate under the circuinstances and for whch 
sufficient data are available to measure fair value. The techniques should bc consistent with one or 
more of the following approaches; the market approach, the cost approach, or the income 
approach. This Statement also establishes a herarchy of inputs to valuation techniques used to 
measure fair value. That hierarchy has three levels. Level 1 inputs are quoted prices (unadjusted) in 
active markets for identical assets or liabhties. Level 2 inputs are inputs, other than quoted prices, 
included within Level 1 that are obse~vable for the assets or liabkty, either dtrectly or 
inhcctly. Finally, Level 3 inputs are unobservable inputs, such as management's assumptions of the 
default rate among underlying mortgages of a mortgage-backed security. The provisions of &IS 

Statement are effective for fmancial statements for periods beginning after June 15, 
2015, Management is evaluating the impact that this Statement WLU have on the Authority's basic 
financial statements. 

GASB Statement No.  73, Accoztnting and Financial Reporting for Pensions and Related Assets That Are Not 
within the Scope of G A S B  Statement 68, andflmenhents to Certaziz Provisians of G A S B  Stateme~rts 67 and 68. 
T h s  Statement establishes requirements for defined benefit pensions that are not w i t h  the scope 
of Statement No. 68, Accounting and Financial Reporting jor l'ensions, as well as for the assets 
accuinulated for purposes of providmg those pensions. In addtion, it establishes requirements for 
defined contribution pensions that are not within the scope of Statement 68. It also amends certain 
provisions of Statement No. 67, Finun~ial Reportitgjr Peizsian Plans, and Statement 68 for pension 
plans and pensions that are within their- respective scopes. The provisions of this Statement that 
address accounting and fmancial reporting by employers and governmental non-employer 
contributing entities for pensions that are not w i h  the scope of Statement 68 are effective for 
financial statements for fiscal years beginning after June 15, 2016, and the provisions of t h s  
Statement that address financial reporting for assets accumulated for purposes of providng those 
pensions are effective for fiscal years beginning after June 15, 2015. The provisions of t h s  Statement 
for pension plans that are within the scope of Statement 67 or for pensions that are w i t h  the scope 
of Statement 68 are effective for fiscal years beginning after June 15, 2015. T h s  statement is not 
expected to have any impact on the Authority's fmancial statements. 

GAS B Statement No.  74, .Fztrunn'al Reporti~g far Postemplyent Benefit Plans Other Thatz Peizsiorz P/nns. 
Tl~is Statement replaces Statements No. 43, Financial Repot-ting for Postemployment Benefit Plans Other 
Than Pension Plans, as amended, and No. 57, OI'EB Measzlrements ly Agent E~mplyers atzdAgent Multiple- 
Employer Plans. It also includes requirements for defined contribution OPEB plans that replace the 
requirements for those OPEB plans in Statement No. 25, Fzkancial Reporting for Dejned Betzejt Pension 
Plans and Note Dis~-losures for Defined Contm'bzdion Plans, as amended, Statement 43, and Statement No. 
50, I'ensioiz Disclosztres. 
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The scope of t h s  Statement includes OPEB plans-defined benefit and defined contribution- 
administered through trusts that meet the following criteria: 

J Contributions from employers and non-employer contributing entities to the OPEB plan and 
earnings on those contributions are irrevocable. 

J OPEB plan assets are dedcated to providtllg OPEB to plan members in accordance with the 
benefit terms. 

J OPEB plan assets are legally protected from the credtors of employers, non-employer 
contributing entities, and d ~ e  OPEB plan administrator. If the plan is a defined benefit OPEB 
plan, plan assets also are legally protected from credtors of the plan members. 

This Statement also includes requirements to address financial reporting for assets accumulated for 
purposes of providmg defined benefit OPEB through OPEB plans that are not administered 
through trusts tllat meet the specified criteria. The provisions of t h s  statement are effective for 
fiscal years beginning after June 15, 2016. Management is evaluating the impact that t h s  Statement 
w d  have on t l ~ e  Authority's basic financial statements. 

GAS B Statement No. 75, Accoz.uzti~zg and Finan~ial Reporting for I'osfemplcymelzt BeneJis Other Than 
Pensions. T h s  Statement replaces the requirements of Statements No. 45, Accounting and Financial 
Reportikg E~mplcyers jor Pos~em,blyme/zt Benefits Odxr Than Pensions, as amended, and No. 57, Ol'EB 
A4ea.rz~remerzt.r ly Agent Emplylers and Agent i\lzi/tiple-Enzplcyer  plan^; for OPEB. Statement No. 74, 
1;inan~iul Reporting for I'ostempl~zent Ben@ Plans Other Than Pension Plans, es tab lislies new accounting 
and financial reporting requirements for OPEB plans. The scope of h s  Statement addresses 
accounting and fmancial reporting for OPEB that is provided to the employees of state and local 
governmental employers. Tlzis Statement establishes standards for recopzing and measuring 
liabilities, deferred outflows of resources, deferred inflows of resources, and expense/expendtures. 
For defined benefit OPEB, th s  Statement identifies the methods and assumptions that are requized 
to be used to project benefit payments, dscount projected benefit payments to their actuarial 
present value, and attribute that present value to periods of employee selvice. Note dsclosure and 
required supplementaiy information requirements about defined benefit OPEB also are addressed. 
In addition, this Statement details the recopt ion  and dsclosure requirements for employers with 
payables to defined benefit OPEB plans that are administered through trusts that meet the specified 
criteria and for employers whose employees are provided with defined contribution OPEB. T h s  
Statement also addresses certain circumstances in whlch a non-employer entity provides financial 
support for OPEB of employees of another entity. The provisions of thts statement are effective 
for fiscal years beginning after June 15, 2017. Management is evaluating the impact that this 
Statement wdl have on the Authority's basic financial statements. 

GASB Statement No. 76, The I3ierarch of General' Accepted Accounting Principlesfor State and Local 
Gouernments. The objective of t h s  Statement is to identify-in the context of the current 
governmental fmancial reporting etlvironment-die hierarchy of generally accepted accounung 
principles (GAAP). The "GAAP hterarclzy" consists of the sources of accounting principles used to 
prepare financial statements of state and local governmental entities in conformity with GAAP and 
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the framework for selecting those principles. T h s  Statement reduces the G h I P  hierarchy to two 
categories of authoritative GAAP and addresses the use of authoritative and non-authoritative 
literature in the event that the accounting treatment for a transaction or other event is not specified 
w i t h  a source of authoritative GAAP. T h s  Statement supersedes Statement No. 55, The Hierarch of 
GeneraLb Ac~.tpted Accoz~nti/zg Principles for Stafe urzd LcuL Go~~erwments. The provisions of t h s  Statement 
are effective for financial statements for periods beginning after June 15, 2015. Management is 
evaluating the impact that t h s  Statement will have on the Authority's basic financial statements. 

GASB Statement No. 77, T a x  Abutemetlt Di~.cLosz/re~: This Statement establishes financial reporting 
standards for tax abatement agreements entered into by state and local governments. The disclosures 
required by this Statement encompass tax abatements resulting from both (a) agreements that are 
entered into by the reporting government and @) agreements that are entered into by other 
governments and that reduce the reporting government's tax revenues. The provisions of t h s  
Statement should be applied to all state and local governments subject to such tax abatement 
agreements. For financial reporting purposes, a tax abatement is defined as a reduction in tax 
revenues that results from an agreement between one or more governments and an inhvidual or 
entity in which (a) one or more governments promise to forgo tax revenues to whch they are 
othenvise entitled and @) the inhvidual or entity promises to take a specific action after the 
agreement has been entered into that contributes to economic development or othenvise benefits 
the governments or the citizens of those governments. A transaction's substance, not its form or 
title, is a key factor in determining whether the transaction meets the definition of a tax abatement 
for the purpose of h s  Statement. The provisions of t h ~ s  Statement are effective for financial 
statements for periods beginning after December 15, 2015. T h s  statement is not expected to have 
any impact on the Authority's financial statements. 

GAS B Statement No. 78, l'tl/~.iio/z~- l'r-ovkted 7 ;l,?vz<qb C'e7;luin i\lu//$/e- l<nzp/oj!er IJeJit~ed H e//e/il l'Ll~//.r. This 
Scatcmcnt addresses a practice issue regardmg the scope and applicabihty of Statement No. 68, 
r'iccoztnfi/lg u~zd Financial Reporfi~zg for Pefzsions. This issue is associated with pensions provided through 
certain multiple-employer defmed benefit pension plans and to state or local governmental 
employers whose employees are provided with such pensions. Prior to the issuance of t h s  
Statement, the requirements of Statement 68 applied to the financial statements of all state and local 
governmental employers whose employees are provided with pensions through pension plans that 
are administered through trusts that meet the criteria in paragraph 4 of that Statement. Thls 
Statement amends the scope and applicabihty of Statement 68 to exclude pensions provided to 
employees of state or local governmental employers through a cost-sharing multiple-employer 
defined benefit pension plan that (1) is not a state or local governmental pension plan, (2) is used to 
provide defined benefit pensions both to employees of state or local governmental employers and to 
employees of einployers that are not state or local governmental employers, and (3) has no 
predominant state or local governmental employer (either indvidually or collectively with other state 
or local governmental employers that provide pensions through the pension plan). T h s  Statement 
establishes requirements for recopt ion  and measureinent of pension expense, expendtures, and 
liabhties; note hsclosures; and required supplementary information for pensions that have the 
characteristics described above. T h s  Statement is not effective unul fiscal year 2016. This statement 
is not expected to have any impact on the Authority's financial statements. 
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GASB Statement No. 79, C,'~.~LN~IZ E-v/[~-n~l/ In~,~e.sf/~zt]xt 1'ool.r a/rd l'ool l'ui1'ipa/1/.s. This Statcmcnt 
addresses accounting and financial reporting for certain external investment pools and pool 
participants. Specifically, it establishes criteria for an external investment pool to qualify for makmg 
the election to measure all of its investments at amortized cost for financial reporting purposes. rln 
external investment pool qualifies for that reporting if it meets all of the applicable criteria 
established in t h ~ s  Statement. The specific cliteria address (1) how the external investment pool 
transacts with participants; (2) requirements for portfolio maturity, quality, &versification, and 
liquidty; and (3) calculation and requirements of a shadow price. Sigmficant noncolnpliance 
prevents the external investment pool from measuring all of its investments at amortized cost for 
financial reporting purposes. Professional judgment is required to determine if instances of 
noncompliance with the criteria established by thls Statement during the reporting period, 
individually or in the aggregate, were significant. If an external investment pool does not meet the 
criteria established by dus Statement, that pool should apply the provisions in paragraph 16 of 
Statement No. 31, Accoz~ntiig and Financial Reporti~g jor Certain Inue~-tments and jor External I/me~-tment 
Pools, as amended. If an external investment pool meets the criteria in this Statement and measures 
all of its investments at amortized cost, the pool's participants also should measure their ins~estments 
in that external investment pool at amortized cost for financial reporting purposes. If an external 
investment pool does not meet the criteria in t h s  Statement, the pool's participants should measure 
their investments in that pool at fair value, as provided in paragraph 11 of Statement 31, as 
amended. This Statement establishes adhtional note dsclosure requirements for qualifying external 
investment pools that measure all of their investments at amortized cost for financial reporting 
purposes and for governments that participate in those pools. Those disclosures for both the 
qualifying external investment pools and their participants include information about any h t a t i o n s  
or restrictions on participant withdrawals. T h s  Statement is not effective unul fiscal year 2016, 
except for certain provisions on portfolio quality, custohal c r e l t  risli, and shadow pricing. Those 
provisions are not effective unul fiscal year 2017. Management is evaluating the impact that this 
Statement w d  have on the Authority's basic financial statements. 
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3. CASH AND INVESTMENTS 

Cash and D e ~ o s i t s  

As of June 30, 2015, the Authority has interest-bearing demand deposits as follows: 

Financial Institution 
Carrying Depository Uninsured or 
Amount Interest Bank Balance Uncollateralized 

GDB $ 2,390,914 0.1O0/o - 1.00% $ 2,390,914 $ 2,390,914 
Nongovernment banks 18,488,094 0.88% - 1.00% 19,875,592 

As of June 30, 2015, reconckation to the statement of net position is as follows: 

Current assets - cash: 
Unrestricted, including cash on-hand of $131,466 

Total current assets - cash 21,010,474 

Noncurrent assets - cash - restricted 

Custodial credit risk is the risk that, in an event of a bank failure, the Authority's deposit might 
not be recovered. The Authrority is authorized to deposit funds in Government Development Bank 
for Puerto Rico (GDB), a component unit of the Commonwealth, and/or in the custody of financial 
institutions approved by the Commonwealth. Commonwealth's regulations require domestic 
commercial banks to maintain collateral securities pledged for the security of public deposits at an 
amount not less than 100% of the amounts in excess of federal insurance coverage. All securities 
pledged as collateraI are held by the Secretary of the Treasury of the Commonwealth of Puerto 
b c o  (the Treasury Department). GDB is exempt from the collateral requirements established by the 
Commonwealth. As a result, the Authority has $2,390,914 of deposits subject to c r e l t  risk as of June 
30, 2015. 
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Investments 

Certain proceeds from the bonds issued on March 15, 2006 (see Note 9) were set aside for the 
repayment of the bonds, for capitalized interest, consuuction, and were classified as restricted assets in 
the accompanying statement of net position. Separate trust accounts were opened with the Bank of New 
York (BNY or the Trustee), under a trust agreement (the Trust Agreement), and Citigroup Financial 
(CITG), the latter, under an investment agreement (the Investment Agreement). The use of such 
balances is hnited by applicable bonds covenants. 

The Trust Agreement between the Authority and BNY, and the Investment Agreement between the 
Authority and CITG, both dated March 24, 2006, provide general and specific guidance for t l~e  allowed 
investment alternatives and provide collateralization requirements based on the specified credt rating by 
nationally r e c o p e d  credlt agencies. The objective of these provisions is to maximize the yield, while 
having adequate liquidty to pay the obligation as they become due. 

The Autliority permits BNY and CITG to purchase and/or acquire the following investments: 

o Governmental obligations 

o General state obligation bonds rated wid& the three lughest crebt categories 

o Collateraked banker's acceptance or certificates of deposits 

o Obligations of the Commonwealth or any state of the United States of America, their agencies, 
municipalities, or instrumentalities rated w i t h  the three lughest credlt categories 

o Shares of stock in corporations with the hlghest rating categoly, as defmed 

o Commercial paper rated P-1 or A-1 of U.S. banlung institutions 

o Money market accounts, with the hlghest c r e l t  categories 

The description, credt rating, and balance of investments as of June 30, 2015 are shown in the table 
below: 

Description Rating Amount 

Money market fund (J.P. Morgan 100% U.S. Treasury 
Securities Money Market Fund) 

Money market fund (Drepfuss Cash Management - 
Investor Shares) 
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NOTES TO BASIC FINANCIAL STATEMENTS 
JUNE 30,2015 

Reconchation to the statement of net position as of June 30, 2015, is as follows: 

Restricted investments - current 
Restricted investments - noncurrent 

4. ACCOUNTS RECEIVABLE 

As of June 30, 201 5, the Authority has accounts receivable as follows: 

Current Noncurrent 

Trade receivables, net 

Deferred bdling 

Trade Receivable 

Trade receivables comprise amounts due on event services, food, beverages, rental, and advertising 
bllled to promoters, fachty members, sponsors, and the general public. Trade receivables as of June 30, 
2015, consist of: 

Description 

Trade receivables 

Less: allowance for doubtful accounts 

Trade receivables - net 

Total 

Deferred bill in^ and Unearned Revenues 

The Authority enters in long-term multiservice agreements for advertising and corporate sponsorship, 
whlch provides, among others, deferred b h g  arrangements and noninoneta1-y consideration related to 
the sponsor's trade or business. Tlze agreements can extend from one to five pears and include a blend 
of advertising space and assignment of exclusive use of luxury coqorate suites in the fachties, with 
event attendance, as defined. The revenues associated with the long-term agreements are deferred and 
r ecopzed  using the straight-line method over the term of the agreement. The non-~noneta1-y 
consideration is measured at fair value based on the current rates applicable to the Authority. 
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As of June 30, 2015, the deferred b h g  and non-monetary consideration related to the long-term 
agreements were as follows: 

Current Noncurrent 

Deferred b a n g :  

Billable 

Non-moneta~y consideration 

Deferred b&ng and non-monetary consideration under these agreelnents are as follows: 

Non-monetary 
Year Ending Billable Consideration Total 

201 6 $ 3,933,771 $ 532,565 f 4,466,336 
2017 1,506,140 1,506,140 

2018 776,194 776,194 
2019 600,723 600,723 

As of June 30,201 5, the unearned revenues were as follows: 

Current Noncurrent 

Unearned revenues: 

Unearned billing related to long-term agreements 
Other 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto Rtco) 

NOTES T O  BASIC FINANCIAL STATEMENTS 
JUNE 30,2015 

The unearned revenues w d  be earned in the following years: 

Year Ending Total 

5 .  DUE FROM PUERTO RICO TOURISM COMPANY 

On September 9, 2003, t l ~ e  Legislature of the Comtnonwealth enacted Act No. 272, as amended, tvhtcl~ 
transferred the responsibility of imposing, collecting, and administering the hotel room tax to the Puerto 
Rtco Tourism Company. Act No. 272 also redefined the formula for dxtributing the hotel room taxes 
collected. 

Based on the provisions of Act No. 272, the Puerto Ibco Tourism Company (PRTC) must contribute to 
the Authority specific atmounts and percentages from the collection of the hotel room taxes for the 
following purposes: 

o To provide the fundmg for the debt service related to Authority's bonds payable described in 
Note 9. 

o To cover the operating deficit, if any, of the Convention Center up to $2.5 iTUVlon during the 
fir-st 10 years of the Convention Center's operations. On July 1st 2015, Act No. 98 was created 
to extend for an addtional five pears contributions thus changing the payment to quarters. 

e To cover the operating deficit of the Convent~on Center, if any, in excess of $2.5 d o n  for a 
period of 10 years, PRTC will contribute five percent of collections of the hotel room taxes. 

During the year ended June 30, 2015, the Authority's revenues related to the contribution from PRTC 
related to the collection of hotel room taxes amounted to approximately $35,100,711. Thts contribution 
has been included as part of non-operating revenues in the accotnpanping statement of revenues, 
expenses, and changes in net position. 

Due from PRTC represents the amount of conu-ibuttons pendmg to received from hotel room taxes 
collected by PRTC. As of June 30,2015, due from PRTC amounted to $5,880,059. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(11 Component Unit of the Commonwealth of Puerto bco)  
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6. NOTE RECEIVABLE 

On January 21, 2011, the Authority and CCHPR Hospitality LLC (the Borrower) entered into a 
Suborhnated Creht Agreement to finance the beet costs of certain improvements on the preinises at 
the Sheraton Puerto h c o  Convention Center Hotel and Casino for the construction of Texas de Brazil 
and China Club restaurants. Through this agreement, the Authority agreed to make available to the 
Borrower a non-revolving term loan in an aggregate principal amount not to exceed $2,500,000. T h s  
agreement shall be collected in full on or before Janualy 21, 2019. The outstandtng and unpaid principal 
amount of each advance under the non-revolving term loan shall accrue interest monthly in arrears, 
from the date of each such advance unal paid in full at a rate of 8% per annum. As of June 30, 2015, the 
outstandmg principal of the note receivable amounted to $961,958. 

On April 27, 2009, the Authority and CCHPR Hospitality LLC (CCHPR) entered into a Thermal 
Energy Service Agreement for the supply of chllled water to the Sheraton Puerto b c o  Convention 
Center Hotel and Casino fachties (the Hotel Fachties). Commencing on November 16, 2009 and 
through a 15-year period, CCHPR agreed to pay to the Authority a monthly f ~ x d  charge of $57,339, not 
to exceed $6,000,000 (amount invested by the Authority for the design and consuuction of the thermal 
enery production fachty, known as the TEP Fachty). The outstandmg and unpaid balance shall accrue 
interest monthly at a rate of 8% per annum. 11s of June 30, 2015, the outstandmg principal of the note 
receivable amounted to $862,705, net of allowance for doubful accounts in the amount of $3,351,819. 

Dock #3 Loan AP~-eement: 

On April 8, 2014, the Authority and the Ports Authority entered into a loan agreement mainly for the 
remodehg of Dock #3. The loan is for a inaxitnum amount of $5,000,000 to be hsbursed in 
installments (drawings) upon presentation by the Ports Authority of the correspondmg certifications. 
The loan is due in two years with an interest rate of 5% to be paid monthly. It is collaterized by a 
property located in Yabucoa valued at $10,503,000. There are no covenants related to this loan. During 
the fiscal year ended June 30, 201 5, the loan's outstandtng balance was collected in full. 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Coinmonwealtli of Puerto k c o )  
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7. CAPITAL ASSETS 

Capital assets consist mainly of the cost incurred in the development of the Convention Center District, 
which wdl entail 113 acres of land positioned near the center of the San Juan metropolitan area, the 
Coliseum of Puerto b c o  and Bahia Urbana. The board of directors adopted a master plan that calls for 
developments of the Convention Center and surroundmg infrastructure, residential and office blulbgs,  
hotels and casinos, a complex for retail and entertainment, restaurants and walkways, and others. The 
development strategy is a combined effort froin public and private investment, but ownershp of the 
land wdl remain wid1 the Authority. 

Capital asset activity for the year ended June 30, 2015, is as follows: 

Beginning Additions/ Retirements/ Ending 
Balance Transfers Transfers Balance 

Capital assets not being depreciated: 
Land $ 176,922,997 $ 176,922,997 
Land iinprovements 109,288,493 109,288,493 
Constivctioil in progress 3,498,259 327,968 3,826,227 

Total capital assets not being depreciated 289,709,749 327,968 290,037,717 

Capital assets being depreciated: 
Bullding 474,655,769 150,000 474,805,769 
Improveinents - other than land 13,482,219 13,482,219 
Furniture and f ~ ~ t u r e  22,179,899 (1 23,043) 22,056,856 
Eq~upment 253,714 (13,757) 239,957 
T'ehicles 59,537 59,537 

Total capital assets being depreciated 510,631,138 150,000 (1 36,800) 510,644,338 

Less accutnulated amortization and depreciation (105,007,658) (10,839,669) 132,617 (115,714,710) 

Capital assets being depreciated - net 405,623,480 (10,689,669) (4,183) 394,929,628 

Capital assets - net $ 695,333,229 $ (10,361,701) $ (4,183) $ 684,967,345 
P - 
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(A Component Unit of the Commonwealth of Puerto Rtco) 
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Ground Lease 

On August 31, 2005, the Authority, as lessor, entered into a development ground lease agreement with 
a tlwd party as a lessee. The agreement involved the construction of a hotel with a minimum of 
500 guest rooms, a casino, meeting fachties, and business and fitness center, among others. The 
o r i p a l  term of the lease is for eighty-five years and the miniinurn rent is $100 thousands per year to be 
adjusted every year in proportion to the average CPI escalation. The additional rent is ten percent, 
multiplied by the Adjusted Net Operating Income of such year in excess of the rninirnum rate of return 
(Hurdle Rate). 

On October 22, 2012, the Authority, as a lessor, entered into another development ground lease 
agreement with District Hotel Co., LLC, as a lessee. This agreement involves the consuuction of a 
minimum of 126 room hotel under the Hyatt House brand at Parcel D of the Authority. The lease 
agreement has a fifty years term whch shall expire on the fiftieth anniversa~y of the commencement of 
operations (October 2014) and could be extended for two terms of ten addtional pears. The lessee wdl 
pay rent during the first year prior to commencement of operations in the amount of $50 thousands, 
then after commencement of operations, the first year rent wdl be $50 thousands, during the second 
year $75 thousands, during the thud year $100 thousands, during the fourth year $125 thousands, during 
the fifth year through the ninth year $150 thousands and from the tenth year and every five pears 
thereafter the tninimum rent shall increase 15% or the CPI over the previous five years, and the 
addtional rent of two percent of gross receipts beginning with the commencement of operations. 

Construction in Procress 

On July 15, 2012, the Authority entered into a development Agreement with Lighthouse Group, LLC 
for the development of a tnixed-use urban project named the "Trocadero Diverplex Complex". This 
agreement includes the development and operation of a food, beverage, entertainment venue, and the 
construction of a hotel in the final phase. The amount in consuuction in progress related to Trocadero 
as of June 30,2015 is $99,016. 

The Authority has also been makmg improvements to the Coliseutn for several consuuction defects and 
deficiencies identified as a result of a series of inspections carried out by the Comptroller Office of the 
Commonwealtl~ of Puerto Rtco to assess the structural soundness and concltion of the Coliseum. As of 
June 30, 201 5, construcuon in progress related to Coliseum amounted to $3,727,211. 
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8. BORROWINGS UNDER LINES OF CREDIT 

The Authority had two interim non-revolving h e s  of crecfit with GDB that were used for the 
construction of the Coliseum. The maximum crecfit h t  on these fachties amounted to $157,847,302. 
The nonrevolving h e s  of crecfit expires on June 30, 2027 and bear interest at a f ~ ~ e d  rate of 7%. As of 
June 30, 2015, the accrued interest on the lines of crecfit amounted to $8,249,351 and has been included 
as part of accounts payable and accrued expenses in the accompanying statement of net position. 

The Authority maintained a nonrevolving line of crecfit with GDB mainly to fund certain improvements 
to the Coliseum. The maximurn credrt limit on th s  fachty amounted to $10,000,000 and expired on 
December 31, 2014. This h e  of credrt beared interest at the hgliest of 150 basis points over the prime 
rate or 6%. During the fiscal pear 2015, the Authority paid in full the outstandmg balance of 
approximated $156,000 of principal and interest owed to &s line of credtt. 

On October 1, 2013, the Authority entered into a h e  of credit with GDB for payments to expropriate a 
structure existing in Parcel C. The source of income for the payment fo the h e  of credit wdl be the 
proceeds from the sale or the rental revenue received from Parcel C. Tlie maximum credtt h t  on h s  
fachty amounted to $6,675,000 and expired on September 30,2014. During 2015, the Authority accrued 
interest on ths  line of crecfit amounting to $470,702 and has been included as part of accounts payable 
and accrued expenses in the accompanying statement of net positon. 

The activity of the h e s  of crecfit for the year ended June 30,2015, is as follows: 

2014 Borrowinps Re~avments  2015 
Borrowings under lines of 

c re l t  - Coliseum $ 140,951,226 $ - $ (156,310) '$140,794,916 
Borrowings under line of 

c re l t  - Parcel C 4,490,000 4,490,000 
$ 145,441,226 $ - 3 (156,310) $ 145,284,916 

As dtsclosed in Note 12, the Authorip is currently facing problems paying its obligauons in accordance 
with orginal contractual terms due to the current situation of the Commonwealth. The appropriauons 
from the Commonwealth for the payment of debts were not available for the full satisfaction of the 
current year payments of principal and interest. 
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9. BONDSPAYABLE 

On March 15, 2006, the Authority authorized the issuance of bonds amounting to $468,800,000 to 
refinance any outstandmg loans, or fund any constn~ction project associated with the Convention 
Center. The revenue bonds are h e c t  obligations of the Authority and are secured by a pledge of a 
specific percentage of the hotel room tax levied by PRTC to be received by the Authority unul all bonds 
payments have been paid in full. These bonds were issued with a maturity of 20 years for serial bonds 
and 30 pears for the terin bonds, with hfferent amounts of principal maturing each year. Certain bonds 
may be subject to optional redemption, with tlie first possible date of redemption being July 1, 2016. 
Interest on the bonds is payable semiannually on Janualy 1 and July 1, and is calculated based on a 360- 
days year. 

Serial bonds maturing through 2025, with interest rates ranging from 
4% to 5% 

Term bonds maturing through 2036, wit11 interest rates rangng from 
4-1 /2% to 5O/o 21 9,495,000 

Total bonds outstanchng 408,530,000 

Add bonds premiums - net 

Total bonds payable 

Revenue bonds' debt service annual requirements to maturity (excluding hscounts and premiums) are as 
follows: 

Year Ending Principal Interest 
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The activity of bonds payable for the year ended June 30,2015, is as follows: 

2014 
Payments/ 

Description Issuances 2015 Current Portion 
Amortization 

Seiial 13onds S 199310,000 5 - S (10,275,000) S 189,035,000 S ( I  0,790,000) 

' l ' o t ~ l  bonds  o u  t > t m d t n g  418,805,000 (10,275,0110) 408,530,000 (1 0,790,000) 

10. DEFINED CONTRIBUTION RETIREMENT PLAN 

During the fiscal year ended June 30, 2004, the Authority approved and established the Puerto Rico 
Convention Center Retirement Money Purchase Plan (the Plan), a contributoly deferred money 
purchase plan covering all the etnployees of the Authority, with benefits for the employees effective 
Janualy 1, 2003. All employees become vested, once they entered into tlie Plan, in accordance with the 
eligibhty requirements. The Authority acts as the Plan administrator and, subject to certain h t a t i o n s ,  
can amend the Plan. Contributions to the Plan have been determined to be equivalent to 9% of the 
employees' normal annual salary, as defined. Total contributions made by the Authority for the year 
ended June 30, 201 5, amounted to approliunately $55,640. 

11. COMMITMENTS 

consult in^ and Mana~ement 

The Authority had entered into various consulting services and management agreements with thu-d 
parties for the administration, operation and management of the Convention Center, Coliseum and 
Bahia Urbana. The agreements covered the daily operations that include scheduling of activities, pricing 
of rental and advertising, and food and beverages, among others. The contracts have several provisions 
that, at the option of the iluthority, could extend the management period. During the year ended June 
30, 201 5, consulting and management services amounted to approximately $1,049,000. 

Litipation 

On January 18, 2011, the Authority received notice of demand for arbitration in a supplier's claim for 
payment for alleged delays and adltional work performed at the Authority's premises between 2004 and 
2005. The supplier is claiming approximately $7,000,000 for thts matter. The case is cwrrently 
undergoing the mandatoly remelation procedure. However, at this stage, no material progress toward a 
settlement can be asserted. 

The Authority is also involved in various labor-related claims and legal actions. 
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Management of the Authority, with the advice of their legal counsel, understands that the ultimate 
disposition of these matters wLU not have a material adverse effect on the Authority's financial positions 
and/or results of operations. 

SUBSEQUENT EVENTS 

Liauiditv Risks and Uncertainties 

The discussion in the following paragraphs r e g a r h g  the liquidity risks and uncertainties of the 
Authority due to the current situation of the Commonwealth, provides the necessary background and 
support for management's evaluation as to whether there is substantial doubt about the Authority's 
abhty to continue as a going concern for 12 months beyond date of the financial statements or for an 
extended period if there is currently lrnown information that may raise substantial doubt shortly 
thereafter. GASB Statement No. 56, establishes that the continuace of a legally separate governmental 
entity as a going concern is assumed in financial reporting in the absence of sipficant information to 
the contxaly. Information that inay sipficantly contra&ct the going concern assumption would reIate to 
a governmental entity's inabdity to continue to meet its obligations as they become due without 
substantial disposition of assets outside the ordmary course of governmental operations, restructu~ing of 
debt, submission to the oversight of a separate fiscal assistance authority or financial review board, or 
sirmlar actions. Indicators such as negative trends in operating losses and negative cash flows, possible 
financial difficulties such as nonpayment or default of debt and/or restructurings or noncompliance 
with capital or reserve requirements, and internal or external matters itnpacting the governmental 
entity's ability to meet its obligations as they become due, are factors that are considered in this 
evaluation. Some of these factors are present at the Authority as follows: 

Clawback: Pro~isians - On December 1, 2015, the Governor of Puerto f i co  signed Executive 
Order No. OE-2015-46 (the Executive Order), whch provides that the Commonwealth wLU 
begin to redmet certain revenues in light of recently revised revenue estimates and its 
deteriorating liquidity situation. Pursuant to the Executive Order, certain available revenues that 
have been budgeted to pap debt service on the debt of certain public colporations inay be 
redirected, pursuant to constitutional requirements (the clawback provisions), to pay debt issued 
or guaranteed by the Commonwealth. Pursuant to the Executive Order, the Secretary of the 
Treasuly of t l ~ e  Commonwealth (the Secretary) may retain, for the application to payments due 
on the Coinmonwcalth's public debt, certain revenues assigned to particular public corporations 
(includmg the Authority) whch, by law, constitute "available nsoztrcu" subject to die 
Commonwealth's priority provisions set forth in the Constitution. 

On  Janua~y 4, 2016, the Commonwealth paid approximately $6330 d o n  of its General 
Obligation Bonds interest payment due on Janualy 1, 2016. The Commonwealth used 
approximately $63 d o n  of clawback revenues of the Authority. The Commonwealth expects 
that the principal of and interest payment on the Commonwealth General Obligations Bonds 
due on June 30, 2016 will be partially covered with clawbacli revenues froin the Autholity and 
other Commonwealth's component units. 
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The iluthority wdl now face its own challenges to meet its future debt se l~ ice  obligations upon 
having its own sources of revenues being redirected to the Commonwealth General Obligations 
Bonds pursuant the Executive Order. The Authority had previously issued its Hotel Occupancy 
Tax Revenue Bonds, Series A (the Hotel Occupancy Bonds) pursuant to the Tlust Agreement, 
as disclosed in Note 5 and 9. The proceeds from a hotel occupancy tax collected by the Puerto 
Rico Tourism Company pursuant to Article 24 of Act 272 of the Legslature of Puerto h c o ,  
approved September 9, 2003, as amended, are available resources of the Commonwealth under 
the Puerto k c o  Constitution. Accordmgly, as authorized by the Executive Order, the Secretaly 
withheld as of December 31, 2015, $3 d o n  of these claxvback revenues. As a result, these 
clawbacli revenues were not available to pay interest on the Hotel Occupancy Bonds due on 
January 1, 2016. The Autl~ority paid such interest due on January 1, 2016 under the T ~ u s t  
Agreement from hnds  on deposit in the debt service reserve fund established under the Trust 
Agreement. The Commonwealth expects to clawback from the Authority approximately $12 
i d o n  in addttional revenues in the second semester of fiscal year 2016. These amounts wdl not 
be available to pay principal or interest on the debt service due on June 30, 2016. 

GDB k L z l z e ~  of Credit - During the fiscal year 201 5, the Commonwealth and GDB renegotiated 
the terms on public sector loans from GDB and the Cominonwealth appropriated and paid the 
renegotiated debt service on the public sector loan portfolio of GDB. The appropriation for the 
payment of debts of the Commonwealth and its insuumentalittes with GDB in fiscal year 2016 
was reduced from approximately $261.6 d o n ,  the amount included in the budget submitted 
by OMB to the Legislattve ilssembly, to approximately $17.5 d o n .  The debt service of such 
loan portfolio for subsequent fiscal years depends on future appropriations by the Legislative 
Assembly and the availability of funds to meet such appropriations. These factors have adversely 
impacted GDB's financial performance and financial position, includtng its cash flows, its 
exposures to crecht risk and liquidtty risk, its capacity to timely selvice its outstandmg debt, and 
its abdtty to provide liquichty to the Commonwealth. As a result of the uncertainty regardtng 
budgetaly appropriations and availabhty of Commonwealth funds to repay loans to GDB, the 
Authority may not be able to cover the debt service of their loans from GDB. 

On  Janualy 29, 2016, Commonwealth officials and advisors met with the advisors to the 
Commonwealth's credttors to present the Commonwealth's and its Components Units' restructuring 
proposal. The proposal presented contemplates the restructuring of the Commonwealth's general 
obligation debt, and other tax supported debt issued by certain Component Units. The fmal outcolne of 
t h s  restlucturing process is currently uncertain. 

Based on the aforementioned events and considerations, management believes there is substantial doubt 
that the Authority can continue operatmg as a going concern pursuant the provisions of GASB No. 56. 
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Non Renewal of Line of Credit 

rls dtsclosed in Note 8, die Authority's credtt fachty in the amount of $66,675,000 expired on September 
30, 2014. On October 26, 2015, the Authority requested an extension to GDB subject to the 
compliance of the provision of the ilrticle 1.3 of the Loan Agreement, since Parcel C has not been sold 
or rented. As of the datc of issuance of these financial statements, the rluthority's line of credtt has not 
been renewed. 

Administration, Operation and Mana~ernent - Bahia Urbana 

As &sclosed in Note 1, the administration, operation and management of Bahia Urbana was carried out 
by a t h d  party private entity. Effective October 1,201 5, the administration, operation and management 
of Bahia Urbana are been carried out by the Authority. 

Ground Lease - Hyatt Place 

Effective on January 24, 2014, but commencing on Februaly 1, 2016 (date that the project opens to the 
public), the Authority, as a lessor, entered into a development ground lease agreement with District 
Hotel Co., LLC, as a lessee. T h s  agreement involves the construction of a minimum of 137 room hotel 
under the Hyatt Place brand at Parcel D of the Authority. The lease agreement has a fifty years term 
whch shall expire on the fiftieth anniversaly of the commencement of operations and could be 
extended for two terms of ten addtional years. The lessee wdl pay rent during the first year prior to 
commencement of operations in the amount of $50 thousands, then after commencement of 
operations, the first year rent wdl be $50 thousands, during the second year $75 tliousands, during the 
h d  year $100 thousands, during the fourth pear $125 thousands, during the fifth year through the 
ninth year $150 thousands and from the tenth year and every five years thereafter the minimum rent 
shall increase 15% or the CPI over the previous five years, and the addttional rent of two percent of 
gross receipts beginning with the commencement of operations. 

The Authority has evaluated subsequent events from the balance sheet date through April 1, 2016, the 
date at whch the fmancial statements were available to be issued, and determined there are no other 
material items to dtsclose. 
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June 30,2015 

ASSETS 

Convention 
Center District Convention Bahia 

Authority Center Coliseum Urbana Total 

CURRENT ASSETS: 
Cash S 3,407,631 3,599,766 13,759,649 16,255 20,783,301 
Accounts rece~vable - net 89,107 584,218 5,007,345 329,982 6,010,652 
Due from Puerto Rico Touusm Company 5,880,059 5,880,059 
Prepvd espenses 217,884 1,069,451 1,063,047 407 2,350,789 
Other assets 138,874 119,645 21,958 280,477 
Restricted assets. 

Cash 227,173 227,173 

Investments 21,475,247 21,475,247 

Total current assets 3,714,622 32,747,6 15 19,949,686 595,775 57,007,698 

NONCURRENT ASSETS: 
Restricted assets -investments 
Prepaid insurance 
Long-term accounts recei~-,tble 
Notes receivable 
Capltal assets: 

Nondepreciable: 
Land 
Land improremel~ts 
Constnlction in progress 

Depreciable: 
Budding 
Im~ro~,ements - other tllan land 
Furniture and f ~ ~ t u r e s  385,134 8,442,297 13,087,832 141,593 22,056,856 

Equipment 239,957 239,957 
\'chicles 43,790 15,747 59,537 
Accumulated depreciation (2,718,178) (55,039,788) (56,552,808) (1,403,936) (115,714,710) 

Total lloncunent assets 17,846,601 458,281,645 189,154,579 66,839,484 732,122,309 

TOTAL ASSETS S 21,561,223 491,029,260 209,104,265 67,435,259 789,130,007 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
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SCHEDULE OF NET POSITION INFORMATION 

Convention 
Center District Convention Bahia 

Authority Center Coliseum Urbana Total 

LIABILITIES AND N E T  POSITION 

CURRENT LIABILITIES: 
Accounts payable and accrued espenses S 4,008,555 1,008,165 10,116,091 2,185,172 17,317,983 
Customer deposits payable 83,302 995,866 9,489,125 10,568,293 
Unearned revenues 330,528 3,600,284 260,500 4,191,312 
Cui~ent  liabilities payable from restricted assets: 

Current portioi~ of bonds payable 10,790,000 10,790,000 

Interest payable on bonds 9,774,406 9,774,406 

Total current habhties 4,091,857 22,898,965 23,205,500 2,445,672 52,641,994 

NON-CURRENT LIABILITIES: 
Unearned revenues 41 6,445 3,577,172 43,667 4,037,284 
B o i ~ o ~ ~ m g s  under line of credit 4,490,000 140,794,916 145,284,916 

Bonds payable 403,436,296 403,436,296 

Total non-current liabilities 4,490,000 403,852,741 144,372,088 43,667 552,758,496 

Total liabllities 

NET POSITION: 
Net investment in capital assets 
Restricted for debt senice 
Restncted for construction 

Unrestricted 1,447,428 26,739,013 (4,392,376) (2,094,234) 21,699,831 

Total net posiuon 12,979,366 64,277,554 41,526,677 64,945,920 183,729,517 

TOTAL LIABILITIES AND NET POSITION S 21,561,223 491,029,260 209,104,265 67,435,259 789,130,007 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Component Unit of the Commonwealth of Puerto hco)  

SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION INFORMATION 
For The Year Ended June 30,201 5 

Convention 
Center District Convention Bahia 

Authority Center Coliseum Urbana Total 

01'1~1<1Y1'1N~~ RI~,\'l<NUI<S. 
I;ood and beverqc 
Rental and event servlccs 

i\dvert~smg 

Orhe1 

,. l oral opcrltlng rercnucs 

1)IIII:Cl' OI'IIIIIYI'IN(; (:OYI'S AND I:XI'I<NSI:S 
1200d and beverqc 

Rental and event scnlces 

,Id\ ertlslng 

. . 
1 oral direct operating costs and expenses 

0'1'1 II<R OI'I~I~A?'IN(; I:Sl'I*;NSliS: 
Salaries and related benefits 
I'rofessional and contract services 
Ilepreclation and amortization 
Insurance 
Utilities 
Advertising 
Repairs and maintenance 
Had debt expense 
Other 

i\llocation of adminlstrativc expenses 

NON-OPI:R,YI'IN(; IIIC\'I:NUICS (l<Xl'l.NSf;S): 
Intcrcst expense 
(:ontlibutions from l'uerto Rico 'l'ourism Company 
(:ontnbution from Common\vcalth of l'uerto l'ico 
Intcrcst income 

Other income, net 

. . 
l oral non-operating revenues - net 

N I X  I'OSII'ION - lind of year 



PUERTO RICO CONVENTION CENTER DISTRICT AUTHORITY 
(A Coinponent Unit of the Coinmonwealtl~ of Puerto Rico) 

SCHEDULE OF OPERATING LOSS - PUERTO RICO CONVENTION CENTER 
F O R  TIHE YEAR ENDED J U N E  30,201 5 

OPERATING REVENUES: 
Food and beverage 
Rental and event services 
Advertising 
Other 

Total operating revenues 

DIRECT OPERATING COSTS AND EXPENSES: 
Food and beverage 
Rental and event services 
Advertising 

Total direct operating costs and expenses 

GROSS OPERATING PROFIT 

OTHER OPERATING EXPENSES: 
Professional and contract services 
Utilities and insurance, (excluding bond insurance expense) 
Advertising 
Repairs and maintenance 
Bad debt expense 
Other 
Allocation of administrative expenses 

Total other operating expenses 

OTHER NON-OPERATING INCOME: 

Interest income 
Other income 

LOSS 

RECONCILIATION OPERATING LOSS TO INCOME (LOSS) BEFORE TRANSFERS 

LOSS 

ADJUSTMENTS TO RECONCILE TO INCOME (LOSS) BEFORE TRANSFERS 
Depreciation and amortization expense 
Bond insurance expense 
Interest expense 
Contributions from Puerto Rico Tourism Company 

Total adjustments 

INCOME (LOSS) BEFORE TRANSFERS 


