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We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the Municipality of Aguada, Puerto Rico, (the 
Munlcipality) as of and for the year ended June 30, 2004, which collectively comprise the Municipality' s 
basic financial statements as listed in the table of contents. These financial statements are the responsibility 
of the Municipality's managemenl Our responsibility is to express opinions on these financial statements 
based on our audit. We did not audit the financial statements of Jardines de Aguada Project, which 
represent 4%, 2% and 2%, respectively of the assets, net assets and revenues of governmental activities and 
3%, 1 % and 18%, respectively of the assets, fund balance and revenues of the aggregate remaining funds. 
Those financial statements were audited by other auditors whose report has been furnished to us, ~d our 
opinion, insofar as it relates to the amounts included for Jardines de Aguada Project, is based on the report 
of the other auditors. 

Except as discussed in the third paragraph, we conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatements. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audit and the report of other 
auditors provide a reasonable basis for our opinions. 

We were unable to obtain sufficient and competent evidence to support the valuation, existence. 
completeness and rights and obligations applicable to certain general capital assets in goveinmental 
activities and we were unable to satisfy ourselves by means of other auditing procedures. 

As more fully described in note G to the financial statements, the Municipality has not determined and 
recorded in governmental activities an estimate of the total municipal solid waste landfill _post closure care 
costs of a closed solid waste land.fill. Accounting principles generally accepted in the United States of 
America requires that the liability of post closure care costs be accounted, which would increase liabilities 
and decrease net assets of governmental activities. The amount by which this departure would affect the 
liabilities of the governmental activities is not reasonably determinable. 
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In our opinion, based on our audit and the report of other auditors, except for the effects, if any, of such 
adjustments, as might have been detennined to be necessary had we been able to obtain sufficient evidence 
to support the valuation, existence, completeness and rights and obligations applicable to certain general 
capital assets in government activities, and except for the effect of not determining and recording the 
estimate of solid waste landfill post closure care costs of a closed solid waste landfill in governmental 
activities, the financial statements referred to in the first paragraph present fairly, in aU matenal respects, 
the financial position of the governmental activities of the Municipality of Aguada, Puerto Rico as of June 
30, 2004, and the respective changes in financial position, thereof for the year then ended in conformity 
with accounting principles generally accepted in the United States of America. 

In addition, in our opinion, based on our audit and the report of other auditors, the financial statements referred 
to in the first paragraph present fairly, in all material respects, the financial position of each major fund, and the 
aggregate remaining fund infonnation of the Municipality of Aguada, Puerto Rico as of June 30, 20041 and the 
respective changes in :financial position, thereof for the year then ended in conformity with accolllltmg 
principles generally accepted in the United States of America 

In accordance with Government Auditing Standards, we have also issued a report dated January 21, 2005 on 
our consideration of the Municipality's internal control over financial reporting and our tests of its compliance 
with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of 
that report is to descnbe the scope of our testing of internal control over financial reporting and compliance and 
the results of that testing, and not to provide an opinion on the intemal control over financial reporting or on 
compliance. 1bat report is an integral part of an audit perfonned in accordance with Government Auditing 
Standards and should be considered in assessing the results of our audit 

The Management's DISCussian and Analysis on pages, 4 through 14 and the Budgetary Comparison Schedule -
General Fund on page 50 are not a required part of the basic financial statements, but are supplementary 
infonnation required by the accounting principles generally accepted in the United States of America. We have 
applied certain limited procedures, which consisted principally of inquiries to management regarding the 
methods of measurement and presentation of the required supplemeptary infonnation. However, we did not 
audit the inf onnation and express no opinion on it. 

Our audit was made for the purpose of fonning opinions on the financial statements that collectively comprise 
the Municipality's basic financial statements. The accompanying schedule of expenditures offederal awards is 
presented for purposes of additional analys15 as required by U.S. Office of Management and Budget Circular A-
133, Audits of State, Local Governments, and Non-Profit Organizations, and is not a required p.art of the basic 
financial statements. Such information bas been subjected to the auditing procedures applied by us and the 
other auditors in the audit of the basic financial statements and, in our opinion, based on our audit and the 
report of other auditors, is fairly stated, .in all material respects, in relation to the basic financial statements 
taken as a whole. 

2035225 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION ANO ANALYSIS 

Fiscal year ended June 30, 2004 

As management of the Municipality of Aguada. we offer readers of the Municipality's financial 
statements the Management Discussion Analysis (MD&A). The MD&A is designated to introduce 
the basic financial statements and provide an analytical overview of the financial activities of the 
Mumctpality for the fiscal year ended June 30, 2004. We encourage readers to consider the 
mfonnation presented here in conjunction with the Municipality's fmancial statements. 

FINANCIAL HIGHLIGHTS 

Higlilights for Governmenf-wide Financial Starements 

Infonnatton reported in the government-wide statements is based on the economic resources 
measurement focus and the accrual basis of accounting: 

> The assets of the Mumcipality, on a government-wide basis, exceeded its liabilities at the 
close of fiscal year 2004 by $26,328,398 (net assets). This represents an increase of 8.1% 
with respect to year 2003. 

}> Revenues (not including special items) increased by 9.5% and expenses decreased 1% in 
comparison with previous year. 

)> Change in net assets varied from an increase of $28,993 in 2003 (as restated) to an increase 
of $1,961,832 in 2004. 

Highlights for Fund Financial StaJements 

Fund financial statements presents information of the most significant funds of the Municipality 
based on the current financial resources measurement focus and the modified accrual basis of 
accounting: 

)> Fund balances of governmental funds increased $1 , 162,630, amounting to $6,921,951. 
~ Total fund balance of the general fund increased by 7.1% but the unreserved fund balance 

mcreased 20.5% in comparison to fiscal year 2002-2003. 

General Financial Hig/1/ights 

~ The investment in capital assets as of June 30, 2004 was $30,776,959 {net of depreciation). 
)> Long term debt decreased to $11 ,890,161, approximately 2.8% with respect to prior year. 
)- On a budgetary basis, actual revenues exceeded actual expenditures by $111 ,004. 



COMMONWEALm OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis intended to serve as an introduction to the Municipality' s of Aguada 
basic financial statements. The Municipality' s basic financial statements comprise three components: 

> management discussion and analysis (presented here) 
> basic financial statements 
> required supplementary information. 

Managemeot Discussion and 
Analysis 

Components of the 
Financial Position 

Basic Financial 
Statements 

Required Supplementary 
lnformatJon 

Government-wide 
FinanciQ! 

Fund Statements 

Statements 

Notes to lite 
FUW1C1a1 

Statements 

The Murucipality's basic financial statements consist of two kinds of statements, each with a different 
view of the Municipality's finances. The government-wide financial statements provide both long­
term and short-term information about the Municipality's overall financial status. The fund financial 
statements focus on major aspects of the Municipality's operations, reporting those operations in 
more detail than the government-wide statements: 

> Government-Wule StaJements 

The government-wide statements report information about the Municipality as a whole using 
accounting methods similar to those used by private-sector companies. The Statements of 
Net Assets and the Statements of Activities, which are the government-wide statements, 
include all of the government's assets and liabilities using the accrual basis of accounting, 
which is similar to the accounting used by most private sector companies. All of the current 
year's revenues and expenses are taken in to account regardless of when cash is received or 
paid. These two government-wide statements report the Municipality' s net assets and bow 
they have changed. Net assets, (the difference between the municipality's and liabilities) are 
one way to measure the Municipality's financial health. or financial position. Over time, 
increase or decrease in the Municipality' s net assets is an indicator of whether its financial 
health is improving or deteriorating. Other non-financial factors such as the condition of the 
Municipality' s road and other infrastructure may need to be consider to assess the overall 
health of the Municipality. 
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COMMONWJiiAT,TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

The government-wide statements reports as goven:unental activities the municipality's basic 
services such as public works and sanitation; public safety, culture and recreation, housing, 
welfai:e, and community development; education and general admirustration, These activities 
are pnmarily financed through property taxes, other local taxes and intergovernmental 
revenues. Included in the governmental activities are the governmental funds. 

)> Fund Financial Statements 

The format of the fund financial statements will be more familiar to traditional users of 
government financial statements. The fund financial statements provide more detailed 
information about the Municipality's most significant funds - not the Municipality as a 
whole. Funds are accounting mechanism that the Municipality uses to keep track of specific 
sources of funding and spending for particular purpose. Some funds are required by Federal 
and Commonwealth r~gulations, as well by bond covenants. The Municipality's basic 
service are included in governmental funds which focus on (J) how cash and other financial 
assets that can readily be converted to cash flow in and out and (2) the balances remaining at 
year-end that are available for spending. Consequently. the govern.mental fund statements 
provide a detailed short-term view that helps the reader determine whether there are more or 
fewer financial resources that can be spent in the near future to finance the Municipality's 
programs. Because this information does not encompass the additional long-term {ocus of 
the government-wide statements, additional information is provided on a subsequent page 
that explains the relationship (or difference) between government-wide and fund statements. 

The governmental fund ·Statements focus on major funds. The Municipality's major funds are 
the general fund (which accounts for the main operating activities of the Municipality) and 
f\lnds that complies with a minimum criterion (percentage of the assets, liabilities, reven.ues 
or expenditures). Funds that do not comply with this criterion are. grouped and p.-esented in a 
single column as other governmental funds. 

~ Notes 10 the financial statements 

The basic financial statements also include notes to explain information in the financial 
!itatements and provide more detailed data. 

> Required supplementllry informatio11 

The statements and notes are followed by the required supplementary infonnation that 
contams the budgetary comparison schedule for the General Fund. 

6 
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COMMONWEALm OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

Net Assets 

The following table presents a summary of the Statement of Net Assets as of June 30, 2004 and 2003: 

TABLE 1 
SU?dMARY Sl'Al'EMELIO'SOFNET ASSES'l'S 

AS OF JUNE 30. 

Governmental Activities 

2004 2003(as restated) 
A.ueU 

Current and other assets $ 9,100,541 $ 8,247,065 

Capital Assc:ls 30,776,959 29,931;579 

Total Aaaett $ 39,877,500 s 38,178,644 

LlabWdea 

Cummt end other liabilities s l,536,554 $ 2,025,948 

Lons term liabilities 12.012,548 11,786,130 

ToCid llabWdea 13,549,102 13,812,078 

Netasaeb 

Invested in capital assets, net of related debt 23,903,239 23,631,043 

Rcstnctcd 3,668,430 2,714,679 

Unrestncted ~l.243,27 Q (1,979.156) 

Total net assets s 26,328,398 $ 24,366,566 

Net assets (assets over liabilities) may serve over time as a useful indicator of a govemment's 
financial position. At the close of the fiscal year, the assets of the Municipality exceeded its liabilities 
by $26,328,398 representing an increase of8.1% with respect to year 2003. The largest portion ofthe 
Municipality's net assets reflects its investment in capital assets (e.g., land. buildings. equipment, and 
infrastructure); less accumulated depreciation and less any related outstanding debt used to acquire 
those assets. 

c-:_.-... -~,-c:~-:~-;-~~-.:"-.. -... -. 
A• or ~JO. J004 

vmm ~ • -1,.4004] 

L:::,~~ CllPlll ........ ~ --- -------· 

The Municipality uses these assets to provide services to its 
citizen aod consequently, these assets are not available for future 
spending. The resources needed to repay the debt related to these 
capital asseas must be provide from other sources, because capital 
assets arc not generally liquidated for the purpose of retiring debt. 
Restricted net assets represent resources that are subject to 
extemaJ restriction on bow they may be used; Unrestricted net 
asseas are the part of the net assets that can be used to finance 
day-to~ay operations without constrains established by debt 
covenants, enabling legislation or other legal requirement 

7 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

Changes in net assets 

The following table summarizes the changes in net assets for the fiscal years ended 2004 lltld 2003: 

TABLE2 
SUMMARY O.F CHANGE IN NET~ 

AS OF JUNE JO, 

Governmental Activities 
2004 2003 (as restated'I 

Program Rnenues: 

Fees, Fines and charges for senile.es s 2,913,654 s 2,706,266 

Operating grants lllld contributions 929,631 764,536 

Capital grants and contributions 2,0SS,273 l ,291,073 

Geoend rcvenua: 

Property taxes 3,472,403 3,683,995 

Munictpal license truces 1,142,591 1,074,308 

Grant and contributions not restricted to 

specific programs 6,169,784 5,654,436 

Interest 148,649 130,715 

Gain (loss) on disposition of capital assets (4,861) . 
Other 226,890 267,061 

Total reven0et 17,054,014 15,572,390 

E~pemee: 

General Government 6,260,126 7,470,833 

Public works and sanitation 4,478,069 4,080,183 

Public Safety 737,390 563,054 

Culture and recreation 1,302,207 1,393.023 

Health 122,041 122.716 

Housmg, welfare and community development 1,882,044 1,356,248 

Claims and judgment - 55,602 

lnltlrest on long term debt 603,981 501,738 

Total npemcs 15,385,858 15,543.397 

Speelal items: 293,676 -

Cbanp In net assets 1,961,832 28,993 

Net ... eta-11egtnn1.ng of year 24,366,566 24,337,573 

Net usets-end of year $ 26.328.398 $ 24,366,566 

8 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

FIGURE I 

Munlolpality of Aguada 
Govemmental AotiVlties - Revenues by Sources 

Fiscal Years Ended June 30, 2004 and 2003 
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Approximately 36% of the Municipality's revenues came from grants and contributions not restricted 
to specific programs, 200/o from property taxes, 17% from operating and capital grants and 17% from 
fees, fines and charges for services. Revenues (not including special items) increased by 9.5% in 
comparison with year 2003. 

····-..... ...... ..... 
u•.• 
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Governmental Activities • Bcpenses by Function 
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COMMONWEALmOF PUERTO RICO 
MUNICIPALI1Y OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

The Municipality's eXJ>enses cover a range of services. The largest expenses are general government 
representing approximately 41%, public works and sanitation with 290/o and welfare with 12%. 
Program revenues of the Municipality covered 38% of total expenses. 

Expenses decreased 1 % in comparison with previous year. This includes a net difference of an 
increase in housing, welfare and community development of390/o; a 9% increase in public works and 
sanitation (due to additional capital assets maintenance and other non capitaliz.able costs) and a 
decrease of 16% in general government 

Changes in net assets in 2004 include additional resources from property tax amnesty in the amount 
ofS293,676 which was reported as a special item in the financial statements. 

As noted previously an increase in revenues combined with a decrease in expenses caused the net 
change in net assets to increase significantly in comparison with net change in net assets reported in 
2003 statement of activities as restated 

The following table focuses on the cost of each of the Municipality's largest programs as well as each 
program's net cost (total cost less fees generated by the programs and program -specific 
intergovernmental aid): 

TABLEJ 

Net-Cost at MaaidpalltJ'• GowemmaJal Adhrldea 

J"lacal - ended June-JO, 

Total Cost otSenice Net Cost ot Sel'\'lc:e 

2003(u 200J(u 

Funcdon_:-. • 2004 restated) 2004 resutecl) 

General Government s 6,308,349 s 7,470,833 $ 3,394,695 s 4,669,888 

Public works a.od sanitation 4.429,846 4,080,183 2,374,573 3,009,672 

Public safety 737,390 563,054 737,390 563,054 

Culture and Recreation 1,302.207 l,393,023 1,302,207 1,393,023 

Health l~,Q41 122,716 122,041 122,716 

Housmg, welfare and community 

Development 1,882,044 1,156,248 952,413 465,829 

Clauns and judgmenlS - 55,602 - 55,602 

Interest on long term debt 603,981 SQl ,738 603,981 501.738 

s 15,385,858 s 15,54.3.397 s 9,487.300 $ 10,781.522 

Some of the cost of governmental activities was paid by those who directly benefited from the 
programs ($2,913,654) and other governments and organizations that subsidiz.ed certain programs 
with grants and contributions ($2,984,904). The $9,487,300 net cost of services was fully covered by 
other general revenu~s including property and municipal license taxes. 

10 



COMMON\VEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

FiscaJ year ended June 30, 2004 

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FlJNDS 

Governmental funds 

The Municipality uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements. The focus of the Municipality' s govenunental funds is to provide information on 
near-term inflows, outflows and balances of resources available for spending. In particular, 
unreserved fund balance may serve as a useful measure of a Municipality's net resomces available at 
the end of a fiscal year. For the fiscal year ended June 30, 2004, the governmental funds reported 
combined ending fund balances of $6,921,951, a net increase of $1,162,630 in comparison with the 
prior year. This increase was caused primarily by a net change in State Legislative Joint Resolutions 
Fund of $437,662 and $495,251 in Other Govemmental Funds. Of total combined fund balances, 
$1 ,953,813 (28%) constitutes unrestricted fund balance. The remainder of fund balance ts resetved to 
indicate that is not available for new spending. 

The general fund is the operating fund of the Municipality. Unreserved fund balance of the general 
fund represents 26% of total combjned ending fund balance. For the year ended June 30, 2004, the 
fund balance of the general fund increased by $130,341. The key factor of this was the $250,501 of 
additional property tax revenue from the property tax amnesty (special item). 

General fund budgetary highlight~ 

The general fund original budget for the fiscal period 2003-2004 presented an increase of 3.9% with 
respect to prior year budget due to an increase in the estimated amount of compensation in lieu oft.ax 
from tbe Puerto Rico Electric Power Authority (PREPA) and an increase in the estimated amount of 
construction excise tax. 

Amendments to the original budget are approved by the Municipal Legislature. During the fiscal ye3f 
budget revenues were increased by $874,883 mostly due to additional collections for property taxes 
and construction pennits. The revised actual revenues exceeded budgeted revenues by $54,087. The 
most significant variance was a positive variance in property tax revenues due to property tax 
amnesty collected during the year and a negative variance in intergovernmental revenues because of 
the compensation in lieu of taxes from the Puerto Rico Electric Power Authority. The Municipality 
reported a net positive variance of $56,917 between revised budgeted appropriations and actual 
expenditures and ended with a total net positive variance of $111,004. 

11 



Capital assets 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

CAfITAL ASSET AND DEBT ADMINISTRATION 

At the end of the fiscal year, the Municipality has invested $30, 776,959 in a broad range of capital 
assets, including buildings, parks, roads, bridges, land and equipment. This amount represents. a net 
increase of2.8% over the prior year. · 

TABLE4 
~ 

Capita.I Atlldl 

At of lJUW' 30, 

GovenuneataJ Actfvlda 

2004 2003(u ratated) 

Non-depreciable asset.: 

Land $ 3,580,336 s 3,230.236 

Construcllon in progress 2,593,572 l ,197,596 

Depreciable useb: 

Land Improvement 225,928.00 207,683.00 

Buildings md buildings improvements 18,143,614 !8,933,599 

Infrastructure 3,490,937 3,SOS,514 

Vehicle, machinery and eqwpment 2.742,.572 2,856,951 

Tofal s 30,776;959 s 29,931,.579 

Certain projects are still in construction in progress as of June 30, 2004. Tbe most significant of these 
projects are the construction of"Gradas en Pista Atletica" and Municipal Gym with reported costs of 
$1,580,045 and $898,428, respectively. 

The Municipality's fiscal year 2004-2005 capital budget calls for approximately $2,659,739 for 
capita] projects. The principal objective of the Municipality's management is to finish the projects 
which were still in progress at June 30, 2004. These projects are mostly financed with federal funds, 
More detailed information about the Municipality's capital assets is presented in Note D to the 
financial statements. 

12 
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Long tenn debt 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year ended June 30, 2004 

At year-end. the Municipa1ity had $6,549,000 in general and special bonds and notes, an increase of 
4.2% with respect to prior year. The Municipality is required to maintain a legal debt margin of 10% 
of the total assessment of property located within the Municipality plus the balance of the property 
taxes in the debt service fund. 

TABLES 

OatacuaJaa Long-term Debt 

Fllea.I yean eaded"'1une 30, 

Governmental Actfvitie1 

2004 2003(u restated) 

General and special obligation bond and not4;1 s 6,549,000 s 6,280,000 

Debt to ASSES 616,556 884,397 

Note payable to CR.IM-LIMS 321,206 354,325 

Note payable to CRIM-financing of delinquent accounts 381,314 468,783 

Compensatedab;eoces 1,841,963 1,997.740 

Chnstmas BonJJS 235,599 271,316 

Mortgage Payable 1,912,523 1;928,742 

Judgment and legal claims 30,000 52,600 

Total $ 11,890,161 s 12,237.903 

The Municipality reported a decrease in the other long term debts of $616,742. This decrease was 
primarily due to a decrease of$267,481 in the debt to ASSES, a decrease ofSlSS,777 in compensated 
absences (because of a planned vacation schedule developed by the Municipality) and a decreased of 
$118,588 in the notes payable to CRIM. More detailed information about the Municipality's long 
term liabilities is presented in Note F to the financial statements. 
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COMMONWRAl.TH OF PUERTO RICO 
l\fUNICIPALITYOF AGUADA 

MANAGEMENT DISCUSSION AND ANALYSIS 

Fiscal year •mded June 30, 2004 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The Municipality's selected and appointed officials considered many factors when setting the fiscal 
year 2004-2005 budget. One of these factors 1s the economy. Among economic areas considered are 
the population growth estimates, personal income, housing statistics and unemployment rates. 

For year 2004-2005 the Municipality applled a conservative approach in development budget 
estimates. Amounts available for appropriations in the General Fund for the iiscal year 2005 are 
$9,972,950 representing an increase of approximately 1.2% with respect to prior year estimates. 
Budgeted expenditures ate expected to rise accordingly to the increase of budgeted revenues. 

The municipality's officials expect a continuing increase in the private and pubhc housing 
construction, specially the ones over property taxes exemptions, which will bring more revenues to 
the nrunicipality. However, the uncertainty in the reduction on operation of some manufacturing 
industries, in some way, will reduce the impact of this increase in revenues. 

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, .and creditors with a general 
overview of the Municipality's finances and to demonstrate the Municipality's accountability for the 
money it receives. If you have questions about this report or need additional information, contact the 
Munie;ipality' s Director of Finance at PO Box 517, Aguada, Puerto Rico 00602. 
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COMMONWEAL TB OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

STATEMENT OF NET ASSETS 
JUNE JO, 2004 

ASSETS 

Current: 
Cash and cash equivalents 
Short term investments 
Due from: 

Common.wealth Government (note Cl) 
Federal Government (note CI) 

Other Assets 
Total Current Assecs 

Noncarrent assets: 
Restricted assets: 
Cash and cash equivalents 
Cash with fiscal agents 

Defcn:cd charges (note A9) 
Capital assets (note E): 

Land and construction in progress 
Other capital assets, net 

Total capital assets, net 

Total assets 

The occompnnymg notes are an integral port o f this statement. 
16 

s 

Governmental 
Activities 

919,246 
1,859,130 

617,303 
296,328 

14 554 
3,706,561 

2,854,969 
2,504,984 

34,027 

6,173,908 
24,603,051 
30,776,959 

39,sn.soo 



COMMONWEAL m OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

STATEMENT OF NET ASSETS 
JUNE 30, 1004 

LIABil.JTIES 

Current Liabilities; 
Accounts payable 
Accrued payroll taxes and witholdings 
Accrued Interest Payable 
Matured Interest payable 
Due to: 
Commonwealth Government (note C2) 

Current portion oflong-tean obligations (note F)• 
Bonds and notes payable 
Compensated absences 
Commonwealth Governmental entities 
Christmas Bonus 
Oaims and Judgements 
Mort.age Payable 

Total current liabilities 

Noncurrent liabilities: 
Deposits payable 
Deferred revenues 

Municipal license taxes (note I) 
lntergovcmmcotal-Commonwealth agencies 
Federal grants 

Long lean liabilities (note P): 
Compensated Absences 
Commonwealth Governmental entities 
Bonds and notes payable 
Mortgage Payable 

Total noncurrent liabilities 

Total liabilities 

NET ASSETS 

Invested in capital assets, net ofrelated debt 
Restricted for: 
Capital projects 
Debt service 
Other specified purposes 

Unrestricted (deficit) 
Total net assets 

Theucoompanymg notes ere an integral pert oftlus statement, 17 

s 

Governmental 
Activities 

468,997 
55,054 
12,918 

191,121 

9,069 

342,000 
138,974 
35,120 

235,599 
30,000 
17 702 

1,536,554 

85,241 

802,450 
5,707 

28,383 

l ,702,989 
l ,285,958 
6,207,000 
1,894,821 

12,012,548 

13,549,102 

'23,903,239 

l ,664,412 
744,796 

1,259,222 
(1,243,271) 
26,328,398 



Functions 

Governme11tnl ActMties: 
General government 
Public works and sanitation 
Public safety 
Culture and recreation 
Health 
Housing, welfare Md community development 
Interest on long tenn debt 

Total 

-

The accompanying notes are an integral part of this statement. 

COMMONWEAL TH OF PUERTO RICO 

MUNICIP ALITYOF AGUADA 

STATEMENT OF ACTLVJTIES 
FISCAL YEAR ENDED JliNE 30, 2004 

Expenses 

6,260,126 
4,478,069 

'737,390 
1,302,207 

122,041 
1,882,0.44 

603,981 
15,385,858 

$ 

$ 

Fees, Fines and 
Charges for 

services 

2,913,654 

2,913,654 

General revenues 
Property taxes 
Municipal license tax.es 

Program Revenues 

s 

$ 

Operating 
Grants and 

Coutrlbutlons 

929,631 

929,631 

Grants 11I1d contributions not restricted to specifia programs 
Interest 
Guin (Joss) on dispoS"ition of capital assets 
Other 

Special Items 
.Property tax amnesty 

Total general revenues and special item 

Change In net as~el$ 
Net assets-J>egtnning, as restated (note K) 

Net assets-ending 

18 

Capital 
Grants and 

Contributions 

2,055,273 

2,055,273 

Net (Expenses) 
Revenues and 

Changes In Net Assets 

(3,346,472) 
(2,422;796) 

(737,390) 
(1,302,207) 

(122,041) 
(952,413) 
(6(13,981) 

(9,4~7.300) 

3,472,403 
t,142,591 
6,169,784 

148,649 
(4,861) 

226,890 

293 676 
11,449,132 

t,961,832 
24,366,566 
26,328,398 



- -
COMMOJl!W£ALT8 OP PUERTO RICO 

MUNIClPALITY 01!' AGUADA 

BALANCE SHEET 
GOVD.NMENTAL FUNDS 

JUNE 30. lG04 

Cocnmnky Stlt.e 

Oavolopmmt Ltgbl&ti•• Debt DepUUDonl of Oilier Tot.ti 
BlftkGrut Jolllt Service Lab•~ G,ovtrimdltal Gov1n11a111t.al 

Gcnenl Program Jlcsolatioaa :Pod 11 .. d lhladJ J!•lult 
ASSETS 

Cash and cWi cqwvaldlts $ 919,046 $ $ s s ioo s 919).46 

Shon t•rm uivesbn<11U !,ts0.000 608,604 S26 l,8S9, ll0 

Oucfron~ 
Commonweel!h Oovemma11 (note Cl) 332,943 29•406 254,954 617,JOl 
Fedtnl Govcrw:ncnt (not~ ci) 281.119 15,049 296,l28 
Qlha f1111ds 610,SOl 610.SOI 

Olbcr A.sscl5 14,SSl 14.SSJ 
~meted assets 
Ca•ll and oasb cqliival=ils 1,940 726,605 26;1153 2,099,571 2.,854,969 
Cash wllh fl.seal ageols 906~1l 1,598,474 2,504,98S 

Total assets s J,11y90 .$. 283,219 s Ul.5,209 935,917 s 2Bl,807 3?28,313 $ 91677,0U 

LlABIUJ'lES 
Accollilts payable 27,.SIO s 24$,229 s l 04,444 $ s 91,814 s 468,99"1 

Accrued payroll ta,11es 1111d wi1hol~ 4li763 11,291 55,054 

Matun:d bo.nds and notes payable 310,000 310,000 

M>lW'«l illlci«SI payablo 180,;S41 180,541 

O\le to: 
Commonwnlth Oov<:mment (note Cl) 9,069 9,069 
Otber l\lnds 37,990 276,100 296,411 610..SOl 

Deposils l?a~e 16,165 8,476 t!S.241 
Oefem>d revenues: 

Munietpal liccnse lal( .. (note I) 102,450 802,4SO 

lnlqovomma1tai.<:ommooweallh Oovemmcn\ 199,)20 S,707 2114,327 
Fedetllll:l'lllls 28,10 28,383 

1" olal liabilituos l,ISB,677 283',219 104 444 490,.S41 281,807 ·4l6,37S 2,1SS,063 

FUND Bi\LANCES 
~ ...... e<1ror: 

l!Jl.aimbnnocs 158,138 158,138 

Debt service 44S,377 445,317 
Capilal p.rojccts 1,170,818 2,081,198 3,1.Sl,216 

Other~cd pwposcs S9~1 1,210,600 l,270,S47 

Umaerved 
Unct...ignated l,795,675 l,79S,67S 

Total ·Nod bi.llln= l ,9S3,813 1,ZJ0,76$ 445,377 3;2911998 6.921,9S3 

Total Wlbillties "IDd f1!llll bllanc"5 $ 3,il2,490 s 283,219 s 1.335,209 s 935,911 281.801 s 3,728,373 s 9,611,015 

l'llG·a<:COIJlptUl)'lllg DOIOl .... ~ ilue~pillt oft.bis 6\alanatt 

\9 



COMMONWF A I .TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

RECONCILIATION OF TOTAL GOVERNMENT AL FUND BALANCE 
TO NET ASSETS OF GOVERNMENTAL ACTlVlTIES 

JUNE 30, 2004 

Total governmentlll rund balances: 

Amounts reported for governmental activities in I.he Statement or 
net assets are different because: 

Capital assets used in governmental activities are not finat1cial 
resources and therefore are not reported in the funds: 

Other assets used in governmental activities are not financial 
resources and therefore are not reported in the funds: 

Deferred charges 

Other assets are not available to pay for current-period 
expenditures and therefore are deferred in the funds: 

Due from Commonwealth entitiesr 
Puerto Rico Oeparttnent oJ Bducation 
CRIM-current year property tax advances I iquidation 
Puerto Rico Department of Treasury-Christmas bonus reimbursement 

Interest liabilities are not due and payable in the current period and 
therefore are not reported in funds 

Long term liabilities, including bonds payable, are not due 
and payable in the current pe.riod and therefore are not 
reported m the funds : 

General obligation bonds and notes 
Compensated absences 
Debt to ASSES 
Judgement and claJms 
Doubtfull accounts debt payable to CRIM 
Christmas bonus 
LIMS 
Mortgage Payable 

N rt nssets of governmentiil 11i:tlvltles: 

The accompanying notes are an integral part of this statement 

20 

$ 64;000 
17,320 

117,799 

6,239,000 
1,841 ,963 

616,556 
30,000 

383,314 
235,,599 
321 ,206 

1,912,523 

s 6,921,953 

30.776,959 

34,027 

199·. l II) 

(23,498) 

( I 1,S80,161} 

s 26,328J98 
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COMMONWEAL TH OF PUERTO RICO 
MUNICl.l'ALITY OF AGUADA 

STATEMENT OF F !::VENUES. l'XPENDITURES AND CHANGES IN FUND BALA."iC'£S. 
GOVERNMENT AL FUNl>S 

111.."CAL 'YEAR ENDEll nir.i:; ~o. 2004 

C::onu11uolty stale 

D...,•lopmtot Lqi.slallvt Debi Depllrlme11t of Olbrr Toi al 
Slnrk Grant Joioi Strvlct Labor. Govn11nia1tal Go\'tromen:tal 

GeDtral rrosram ResoluUoos Fund Fund Foods Funds 

Revenues , .. _ 
Property laxes (note H) s 2,874,834 s s s 176,3~ 1 $ $ s 3,651.215 

.f11n1c1pol h.-n>e lnl\t (r.~d) I t ·~,511 1 1.142.591 

lnlcrgovemmental (note J) 
Comrn~wealth governinC!ll 5,214,013 1.401,873 518,674 521,058 7,661,618 

Federal go\lcmmeol 2.055,273 S79,747 2,935,020 

Foes, fines and chatgcs for eerv1ces l,231,667 343,003 1,574,670 

Int crest 82.969 11.015 6,443 48,222 148,649 

Other 94,830 132,060 226,890 

Tola( revenues 10,640,904 2,055,273 1,412,888 '782,P:?.4 ~18,674 1,930,091 IT,340,653 

Eitpendlltircs 
Curren~· 

General government 4.410,101 61,861 76,127 51 8.674 1,117,0!~ G,1 ~ .!,352 

Pubhc wQrks and ~1111itat1a1 J,188,0-08 7 62,101 167,775 ~.117,884 

Pubhc safety M9,79'2 659,792 

Cultwo 1111d recreation 827,386 827,387 

Health \20,853 120.853 

Houstng, welfitre and eommUluly dev~lopmcr\t 8U6,098 1si.1114 n6,95'8 326.325 2,022,335 

Claims and Judgments ::.2,600 1:?,600 

Capital outlays 39,895 1,240,4!18 993,030 2.273,423 
Debt !<t'VLCC 

Principal 34).000 16,219 357.~19 

lntc-r'eSt 3'l9,!IP$ n7,31S ~17,30:i 

B ond 1ssuance cool; 4.043 4,04~ 

Total cr.pcnditwc~ 10074,734 2,055,273 975,226 720,988 518,614 2,761,804 17,106.699 

Excess (deficiency) of revenues over eicpenditut~ 566,170 ' 437,w 2 61,836 (831.714) 233,954 

Otber financing soured (uses) 
General obligation bonds 635,0\)0 635,llQO 

TransfetJ in 52.354 738,684 7!'!,038 

Trans fers out 73S,l\E4 5.635 46,7i9 791,031! 

Total other llrusncL11g~ces (uses) (f.8~.331l) (.S,G35) 1,326,¥15 1>35,000 

Special Item 
Propctty Taxei ·JllMCity lSl,501_ 4J.175 293,676 

Net chllllg• la fund balance 130,341 431,662 99;H6 4v5,251 1 , 162,·~30 

Fund blllaoce at be&lnnlng of year. a.• rulaied (nou K) t . t<'i~.472 793.103 3-16.0,jO :?.796,746 5,7.)!/,.l:.!I 

Fund b11lanc« at end of year s •.V511'll ' s $ \ .23C.765 $ ~\rb s -,... w.u .. ....;:::::s:::: 3,291,997 s 6,nl .951 

Tb~ accortlpon}'Ulg notes iU'ean tnlegral pan o f tlus ~latem'3't 
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COMMONWEAL TH OF PUERTO RJCO 

MUNTClPAUTV OF AGUADA 

R.ECONCrUATION OF STATEMENT OF REVENllts, EXl'ENDmJRES AND CUAA'CES lN 
FUND BALANCES OP GOVERNMENTAL FUNDS TOTtm STATEMENT OF ACTIVTTJES 

PJSCAL YEAJl BNDED JUNE JO, 100. 

Nd dulncr la fllnd bAIHC&lal•I pwmmeaul rallds: 

AmounLq rcponed for govcmmenial activities ID the Statement or 
activilies are d11Tcrent because: 

Government.al funds reporu capital assets .outlays. as.expenditures. 
lfowever in lhr Scatcment of Activities, the cost oftho$e asseL~ 
is allocatr.d over thcu eslimated useful lives and reponed as 
<lcpreciat1on expense. 

C:xpend1turcs for ClP•lal assets s 2,273,423 
Less: currm1 year deprec1atton t l.403,!>271 

Governmental funds only repon the proceeds received in the disposal 
of assets. In the Stltement of Acttvitics, a gain or loss is rcponed for 
~ch dispoSlll Thus, the change in net llSSelS diffetS from the change 
m fund bah1ncc by the cost of the disposed asset 

Revenues ID lhe Statement of Activnics that do not provide current 
financial resources arc not reported as revenues in the funds: 
Due from Commonwealth entities: 
Pueno Rico Ocpartmen1 of Education ~wrent yttr ~000 

CRJM. current year propeny lllll settl.cment 17,Jll 
Chnstmas Bonus reimbursement 117,7~ 
Donated capital Ust:ts 401740 

Revenues reponed in funds which are not reported as revenues in the 
Ststement of Achvities· 

Pucno Rico l!lec111c Power Auihority (PREP A}-prior year (189,846) 
CRIM-prior year property tax settlement (196,133) 
Chnstma.~ Bonus Reimbursement !13S.6S6) 

Proceeds from general obligation bonds 1s an other ftnanotn& source in 1he 
governmental funds, but lnCl'C8$e long-tcnn II.abilities In the S,tateme111 or 
Net Assets 

Expenditures reponed 10 funds which are not reponed as citpenscs in \he 
Slatemcnt of Activities· 

Rcpaymcn1 of Iona term debt is an expendilllre in the governmental 
funds, but reduces long-cerm liabilities in the Statement o!1'1et 
Assets: 

General obliption bonds and noles )41,000 
01hcr long term liabilities 840,236 

Govemmcnml funds report the effect of bond issuance costs as expenditure 
when deb1 u; first issued, whereas 1hcsc amounts are dcfezred and 
a.momzed m the Statement of Activmes. This nmount is lhc net effect of 
these diffcrencca· 

Bond issuance costs 4,048 
Amon1za1ion ofdcfem:d charges ~.9872 

Some expenses rcponed in the Statement of Ac•ivitics do not require 
the u.se of current linanc1al resources and therefore arc nol reponed 
as eitpcndtturcs in lhc governmental funds; 
Chr1scmas Bonus (235,599) 
Ne1 accrual, Interest payable (10,409) 

CllDnee ln nll •ssecs or &O•trnm<nl•I •cllvillu: 

Tiie accompanymg notes arc an mtcgrol part of tlus sllllemenL 
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' 1,161.630 

809,499 

(4,861) 

239,860 

(S2 l,63S) 

(63S,OOO) 

(25.000) 

1.181.286 

1.061 

(246.008) 

s 1.961.832 



COMMONWEALTH OF PUERTQ RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE A- SUMMARY OF SIGNlFICANT ACCOUNTING POLICIES 

The Municipality of Aguada was founded in t-S 10. The Municipality is governed by the executive 
and the legislative branch elected for a four year term during the general elections in Puerto Rico. 
The Mayor is the executive officer and the legislative branch consists of twelve (12) members of the 
Municipal Legislature. The Municipality enga-ges m a comprehensive range of services to the 
community such as: general government administration, public works, health, enviromnental control, 
education, public security, welfare, housing, cmmnunity development and culture and recreation 
activities. 

The financial statements of the Municipality have been prepared in accordance with accounting 
principles generally accepted in the United States as applied to governmental units. The 
Governmental Accotmting Standards Board (GASB) is the standard-setting body for governmental 
accounting and financial reporting. The GASB penodiclllly updates its existing GovemITiental 
Accountin,g and Financial Reporting Standards, which, along with subsequent GASB pronouncements 
{Statements and Interpretations), constitutes GAAP for governmental units. 

1. Financial reporting entity 

The financial reporting entity included in this report consists of the financial statements of the 
Municipality of Aguada (pritnary government). To fairly present the financial position and the results 
of operations of 'the financial reporting entity, management must determine whether its reporting 
entity consists of only the legal entity known as the primary government or one or more orgaruzations 
called component units. The inclusion of a potential component unit in the primary government's 
reporting entity depends on whether the primary government is financially accountable for the 
potential component urut or on whether the nature and significance of the relationship with the 
primary government is such that exclusion would cause the reporting entity's financial statements to 
be misleading or incomp1ete. The basic criteria for deciding financial accountability are any oqe of 
the following: 

a. Fiscal dependency of the potential component unit on the primary gov~mment, or 
b . The primary government appoints a voting majority of the potential component unit's governing 

body and, 

1) The prlmary government can impose its will on the potential component unit and/or, 

2) A financial benefit/ burden exist between the primary government and the potential component 
unit. 

There are two methods of presentation of the component unit in the financial statement: 

a. Blending the financial data of the component units' balances and transactions in a manner similar 
to the presentation of the Municipality's balances. 

b. Discrete presentation of the component ·unit's financial data in columns separate from the 
Municipality's balances and transactions. 
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COMMONWt;ALfH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ Continued 

In fiscal year 2003-2004 the Municipality adopted Statement No. 39 "Determining Whether Certain 
Organizations Are Component Units - an amendment of GASB 34 Statement No. 14 ". This Statement 
amends GASB Statement No. 14 to provide aclditional guidance to detemrine whether certa.in 
organizations for which the primary government i.s not financially accountable should be reported as 
components units based on the nature and significance of th.eir relationship with the primary 
government. A legally separate, tax-exempt organization should be discretely presented as a 
component unit of a reporting en.tity if all of the following criteria are met: 

.a. The economic resources received ot held by the separate organization are entirely or almost 
entirely for the direct benefit of the primary government, its component units, or its constituents. 

b. The primary government, or its component units, is entitled to, or has the ability to otherwise 
access, a majority of the economic resources received or held by the separate organization. 

c. The economic resources received or held by an individual orga11ization that the specific prunary 
govemment, or its component units, is entitled to, or has the ability to otherwise access, are 
significant to the primary government. 

In addition, other organizations should be evaluated as potential component units if they are closely 
related to, or financially integrated with, the primary government. The Statement continu.es the 
requirement in Statement No. 14 to apply professional judgment in determining whether the 
relationship between a primary govenunent and other organizations for which fbe primary 
government is not accountable and that do not meet these criteria is such that exclusion of the 
organization would render the financial statements of the reporting entity misleading or incomplete. 

Based on the above criteria, there are no potential component units which should be included as part 
of the financial statements. 

The basic financial statements mcludes the operations of Jardines de Aguada Project (the Project), 
which is a 70-unit dwelling unit's project located in Aguada, Puerto Rico. The project is operated 
under Section 515 of USDA-Rural Development (USDA-RD) and regulated by the U.S. Department 
of Housing and Urban Development (HUD) and USDA-RD with respect to rental charges and 
operating methods. The Project is also subject to Section 8 Housing Assistance Payments agreements 
with HUD, and a significant portion of the Project's rental income is received from HUD. The 
Municipahty holds legal title to the Project which its operations are carried-out by a management 
agent unrelated to the Municipality. Since the Project is not legally separated from the Municipality. 
its financial data is merged with the financial data of the Municipality (primary government). 

2. Basis of presentation, meas11rementfocus and basis of accounting 

The financial report of the Municipality consists of a Management Discussion and Analysis (MD&A). 
basic financial statements, notes to the financial statements and required supplementary information 
other than .the MD&A. Following is a summary presentation of each, including the measurement 
focus and basis of accounting Measurement focus is a term used to describe wlrich transactions are 
recorded within the various financial statements. Basis of accounting refers to when transactions are 
recorded regardless of the measurement focus: 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO l1'INANCJAL STATEMENTS 

June 30, 2004 

NQTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

ManagementDiscussion and Analysis 

This consists of a narrative introduction and analytical overview of the Municipality's financial 
activities. Thfs analysis is similar to analysis the private secto1 provides in their annual reports. 

Basic financial statements 

Basic financial statements include both government-wide and fund financial statements. Both levels 
of statements categorize primary activities as governmental type, which are primarily supported by 
taxes and intergovernmental revenues. 

Government-wide statements 

The government-wide statements consist of a Statement of Net Assets and a Statement of 
Activities. These statements are prepared using the economic resources measurement focus, 
which concentrates on an entity or fund's net assets. All transactions end events that affect the 
total economic resources (net assets) during the period are reported. The statements are reported 
on the accrual basis of accounting. Revenues are recognized in the period earned and expenses 
recognized in the period in which the associated liability is incuned. Fiduciary activities, if any, 
whose resources are not available to finance government programs, are excluded from the 
government-wide statements. The effect of inter-fund activities is eliminated. 

The Statement of Net Assets incorporates all capital (long lived) assets and receivables as well as 
long term debt and obligations. The Statement of Activities reports revenues and expenses in a 
format that focus on the net cost of each function of the Municipality. Both the gross and net 
cost of the function, which is otherwise being supported by the general government revenues, is 
compa{ed to the revenues generated directly by the function. This Statement reduces gross 
expenses, including depreciation, by related program revenues, operating and capital grants, and 
contributions. Program revenues must be directly associated with the function. 

The types of transactions included as program revenues are: charges for services, fees, licenses 
and pennits; operating grants which include operating-specific and discretionary (either operating 
or capital) grants; and capital grants which are capital-specific grants. Internally dedicated 
resources are reported as general revenues rather than as program revenues. Likewise, general 
revenues include all taxes. Property taxes (imposed nonexchange transactions) are recognized as 
revenues in the year for which they are levied and municipal license taxes (derived tax revenues) 
when the underlying exchange has occurred. Revenues on both operating and capital grants are 
recognized when all eligibility requirements (which include time requirements) imposed by the 
provider have been met For certain expenditute·driven grants revenue is recognized after 
allowable expenditures are incurred. As a policy, indirect expenses in the Statement of Activities 
are not allocated. The Municipality first uses restricted assets for expenses incurred for which 
both restncted and unrestricted assets are available. 
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COMMONWEALIB OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

The Municipality reports deferred revenues in the government-wide statements.. Deferred 
revenues arise when resources are received before the Municipality has a legal claim to them or 
before applicable eligibility requirements are met (in case of certain federal expenditure-driven 
grants if resources are received before allowable expenditures are incurred). In subsequent 
periods, when the Municipality has a legal claim to the resources, the liability for deferred 
revenues is removed and the revenue is recognized. 

Private-sector st.andards of accounting and financial reporting issued prior to December t, 1989 
genenilly are followed in the government-wide financial statements to the extent that those 
st.andards. do not conflict with or contradict guidance of the Governmental Accounting Standards 
Board. The Municipality has elected not to follow subsequent statements and intei:pretations 
issued by the FASB after November 30, 1989. 

Fund Statements 

The financial transactions of the Municipality are recorded in individual funds, each of which are 
c-0nsidered an independent fiscal entity. Each fund is accounted for by providing a separate set of 
self balancing accounts that comprise its assets, liabilities, reserves, fund equity, revenues and 
expenditures. Funds are segregated according to their intended purpose which helps management 
in demonstrating compliance with legal, financial and contractual J>rovisions. Governmental 
Funds are those through which most governmental functions of the Municipality are fmanced. 
The governmental fund statements include a Balance Sheet and a Statement of Revenues, 
Expenditures and Changes in Fund Balances wjth one column for the general fund, one for each 
maJor fund and one column combining all non-major governmental funds. Major funds are 
determined based on a minimum criterio~ that is, a percentage oftbe assets, liabilities, revenues 
OT expenditures. 

The Municipality reports the following major governmental funds: 

General Fund: The General Fund is the general operations fund of the Municipality. It is used 
to acc-0unt for all fmancial resources except those required to be accounted in another .fund. 

Community Development Block Grant Program Fund CCDBGl: CDBG fund is used to 
account for revenues sources for the development of viable urban communities by providing 
decent housing, a suitable living environment and expanding economic opportunities, 
principally for persoJls of low and moderate income. 

State Legislatiye Joint Resolutions Fund: State Legislative Joint Resolutions fund is used. to 
account for revenue sources ·to be. used for the construction and improvement of capital 
facilities· and for welfare purposes. 

Debt Service Fund: Debt Service Fund 1s used to account for the accumulation of resources 
for, and the payment of, general long-term debt principal and interest 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June30,2004 

NOTE A-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- Continued 

Department of Labor Fund: Department of Labor fund 1s used to account for revenue 
sources (subsidy) to be used for the pa~nt of payroll and related liabilities of additional 
temporary employees in various departments. of the Municipality. 

Government.al funds are accounted for using the current financial resources measurement focus. 
With this measurement focus, only current assets and current liabilities are included on the 
balance sheet in the funds statements. Long-ti::nn assets and long-term liabilities are included in 
the government-wide statements. Operating statements of these funds present increases (i.e., 
revenues and other financing sources) and decreases (i.e., expenditul'es and other financing uses) 
in net current assets. The fund statements are main_tained and reported on the modified accrual 
basis of accounting. Under this method of a~ounting, revenues are recognized as soon as they 
are both measurable and available. Revenues are considered to be available when they are 
collectible within the current period or soon ~nough thereafter to pay liabilities of the current 
period. For this purpose, the Municipality considers revenues to be available if they are collected 
within 6Q days of the end of the current fiscal period. Expenditures generally are recorded when 
the related liability is incurred. 

Property taxes {imposed nonexcbange transactions) are recognized as revenues in the year for 
which they are levied and municipal liceuse taxes (derived tax revenues) when the underlying 
exchange has occurred, subject to the availability criteria. Revenues on intergovernmental grants 
are recogni.Zed when all eligibility requirements (whic;;h include b.Ine requirements) imposed by 
the provider have been met and revenue becomes available. For certain expenditure-driven grants 
revenue is recognized after allowable expenditures are incurred. Licenses and permits, charges 
for services, rent and miscellaneous revenues are recorded as revenues when received because 
they are not measurable and available. 

The Municipality reports deferred revenues in the governmental funds statements which arise 
when potential revenue does not meet both measurable and available criteria for recognition in 
the current period (in the government-wide statements revenue is recognized as soon as it is 
earned regardless of its availability). Deferred revenues also arise when resources are received 
before the Municipality has a legal claim to them or before applicable eligibility requirements are 
met. (in case of certain federal expenditure-driven grants if resources are received before 
allowable expenditures are incurred). In subsequent periods, when the revenue recognition 
criteria is met, or when the Municipality has a legal claim to the resources, the liability lor 
deferred revenues is removed from the combined balance sheet and the revenue is recognized. 

Expenditures are generally recognized when the related liability is incurred. Certain exceptions to 
this fundamental concept include the following: 1) payments of principal and interest on general 
long term debt, Which are recorded as expenditures when due, except for principal and interest 
due on July 1 (in this case amounts are recorded as liabilities and expenditures on June 30 since 
amounts have been accumulated or transferred to the debt service fund before July 1 payments 
are made) 2) vested compensated absences, claims and judgments and special termination 
benefits which are recorded as expenditures only to the extent that they are expected to be 
liquidated with expendable financial resources (in the government-wide statements the expense 
and related accrual liability for long term portions of debt must be included). 
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MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING POLlClES - Continued 

Since the governmental fund statements are presented on a different measurement focus and basis 
of accounting than the government-wide s1atements, reconciliation is necessary to explain the 
adjustments needed to transform the fund financial statements into the government-wide 
statements. This reconciliation is part of the financial statements. 

Notes to Financial Statements 

The notes to financial statements provide information that is essential to a user's understanding of 
the basic financial statements. 

Required SuPJJlementarv Information: 

Required supplementary information consists of the Budgetary Comparison Schedule - General 
Fund as required by GASB. 

3. Caslt, caslt equivalents (unrestricted and restricted) and restricted cas/i with fiscal agents 

Cash and cash equivalents consists of cash on hand, demand deposits and short term investments with 
original maturities of three months or less from the date of acquisili.on. The Municipality follows the 
J>ractice of pooling cash of all funds except for certain Commonwealth's grants, restricted funds 
generally held by outside custodians and federal grants. Available pooled cash balance beyond 
immediate needs is invested in certificates of deposits. Cash and cash equivalents related to 
Commonwealth and Federal grants (including Commonwealth Legislature Resolutions) are restricted 
since their use is limited by applicable agreements or required by law. 

Restricted cash with fiscal agent in the debt service fund consists of the undisbursed balance of 
property tax collections retained by the Commonwealth of Puerto Rico wluch are restricted for the 
:repayment of the Municipality's general and special obligation bonds and notes as established by law. 
Restricted cash with fiscal agent of other governmental funds represent the undisbursed proceeds of 
certain bonds, loans or grants which are maintained in a cash custodian account by the GDB or a 
federal government agency. 

4. Receivables and due /tom governmental entities 

Receivables are stated net of estimated allowances for uncolJectible accounts, which are determined 
upon past coJlection experience and current economic conditions. 

Amounts due from Commonwealth governmental entities in the general fund represent amounts due 
from the Municipal Revenues Collection Center (CRIM) for excess of actual collections over 
advances of ptoperty taxes and of municipal equalization fund and amounts for ptoperty tax amnesty; 
rent receivable from the Department of Education; and a receivable for the Christmas bonus 
reimbursement from the Puerto Rico Treasury Department. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FlNANCI.AL STATEMENTS 

.Jube 30, 2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOONTING POLICIBS - Continued 

In the Department of Labor fund, the receivable represents amounts owed to the Municipality for 
reimbursement of expenditures incurred on Commonwealth agencies grants. Amounts due from 
federal government represent amounts owed to the Municipality for the reimbursement of 
expenditures incurred p\lflluant to federally funded programs. Amounts reported in the debt service 
fimd represent property tax revenue of current fiscal year collected by the CRIM on the first month 
(July) of subsequent fiscal year. 

5. Inter/ und receivables and payables 

Activity between funds that are representative of lending/borrowing arrangements outstanding at the 
end of the fiscal year are referred to as either "due from/to other funds" (i.e., the current portion of 
interfund loans) or "advances to/from other funds" (i.e., the non-current porti.on of interfund loans). 
All other outstanding balances between funds are reported as "due from/to other fund$". 

6. /11ventories 

The Municipaitty purchases gasoline, oil and other expendable supplies held for consumption, The 
cost of those purchases is recorded as expenditure when incUJTed in the appropriate fund but the year­
end inventory is not recorded in the Statement of Net Assets, as management believes is not 
significant 

7. Capital assets 

Capita] assets, wtuch include property, plant, eqcipment. and infrastructure (e.g., roads, bridges, 
sidewalks, and similar items}, are reported in the governmental activities column in the Statement of 
Net Assets. Capital assets are capitalized at historical cost or estimated historical cost if historical cost 
is not available. Donated assets are recorded as capital assets ·at their estimated fair market value at 
the date <>f donation. The municipality maintains a threshold level of $1 or more for capitalizing 
vehicles, machinery and equipment. Infrastructure assets are capitalized based on a percentage of the 
estimated useful life. The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend assets lives are not capitalized. Major outlays for capital assets and 
m1provements are capitalized as projects are constructed. 

All capital assets, other than land, arc depreciated using the straight-line method over fue following 
useful hves: 

Description 

Buildings and building improvements 
Infrastructure 
V chicles, machinery and equipment 

19 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

.June 30, 2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

8. Long-term obligations 

Long-term debt and othet long-term obligations, which ate reported as liabilities in the govermrtental 
activities colunm m the Statement of Net Assets, consists of general and special obligation bonds, 
Habilities for compensated absences, claims and judgments, and long-term liabi)jties to other 
governmental entitles. 
9. Deferred bond issuance costs 

Bond issuance costs are reported as deferred charges and amortized as required by current standards. 
Governmental fund types recognize bond issuance costs as expenditures during the current period. 
Those issuance costs, whether or not withheld from the actual debt proceeds received, are ri:ported as 
expenditures in the appropriate fund. 

10. Compensated absences 

The Municipality's employees accumulate vacation, sick leave and compensatory time based on 
continuous service. Compensated abse.nces are recorded as a liability if (1 )are earned on the basis of 
services already perfonned by employees; (2) it is probable that will be paid (in the form of paid time. 
off, casb payments at termination or retirement, or some other means) and (3) are not contingent on a 
specific event (such as illness). 

The compensated absences are accumulated on the basis of 2\12 days per month of vacation and 1 Yz 
days per month of sick pay and compensatory time up to a maximum of 60 days of vacations and 90 
days of sick leave. Upon separation from employment the accumulated vacations are liquidated up to 
the maximum number of days. Accumulated sick leave, which is accrued based on all vesting 
amounts for which payment is probable, is liquidated to employees with 10 years or more service up 
to the maximum number of days. 

The accrual of compensated absences includes estimated payments that are related to payroll. The 
entire compensated absence liability is reported on the government-wide financial statements. For 
governmental fund fmanciaJ statements, the current portion of unpaid compensated absences is the 
amount that is normally expected to be paid using expendable availabJe fmancial resources. The non­
current portion of the liability is not reported. 

11 . F11nd bala11ces and Net Assets 

In the fund financial statements, governmental funds report reserved and unreserved fund balances. 
Reservations of fund balance represent portions of the fund balance that are legally segregated for a 
specific future use or are not appropriated for expenditure. The Municipality has the following 
reservations of fund balance: 
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MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

.Tune 30, 2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POIJCIES - Continued 

Encumbrances: 

Debt Service: 

Capita] Projects: 

Represent future expenditures under purchase orders and other 
commitments, which generally will become liabilities in future periods 
as the goods or services are received. 

Represents net assets available to finance future debt service payments. 

Represent atnounts to be used for future expenditures for capital 
projects under contracts and other conunitments. These commitments 
generalJy will become liabilities in future periods as the projects are 
completed. 

Other specified purposes: Represent amounts to be used for future expenditures of Federal and 
Commonwealth's grants to be used to finance activities oilier than 
construction or capital improvement commitments 

a. Net assets 

In the government-wide statements net assets are segregated into three categories: 

lnvellted in capital assets, 
net ofrelated debt: 

Restricted net assets: 

Unrestncted net assets: 

Consists of capital asset balances net of accumulated depreciation and 
outstanding balances of any bonds, notes and other borrowings that are 
attributable to the acquisition, construction, or improvement of those 
assets. This category should not include cash that is restricted to capital 
asset acquisition or construction (unspent bond proceeds) and any 
unamortized debt issue costs. 

Represents net assets (restricted assets net of related debt) that are 
subject to restrictions beyond the Municipality's control. These include 
restrictions that are externally imposed (by creditors, grantors, 
contributors, or Jaws and regulations of oilier governments) or 
restrictions imposed by the Jaw through constitutional provisions or 
enabling legjslation (including enabling legisfation passed by the 
government itself). 

Represent net assets that do not meet the definition of net assets 
Invested in capital assets, net of related debt or restricted. Unrestricted 
assets are often designated to indicate that management does not 
consider them to be available for general operations. These types of 
constraints are internal and management can remove or modify them. 
Designations are not reported on the face of the statement of net assets . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES - Continued 

12. /11terfund transadions 

The Municipality reports certain transactions as operating transfers, which are legally required 
transfers that are reported when incurred as "Operating transfers-in" by the recipient fund and as 
"Operating transfers-out" by the disbursing fund. 

13. Riskjinancing 

The Puerto Rico Treasury Department (PRDT) acts as an agent, obtaining and determining the 
coverage for the municipalities of Puerto Rico. The coverage for the Municipality of Aguada consists 
of professional, public responsibility, property and theft, auto and fidelity bond coverage. 

Insurance policies costs are allocated by PRDT among all the municipalities of Puerto llico. Payment 
of the Municipality's insurance premiums is monthly deducted from advances of property tax and 
amounts of municipal equalization fund .send to the Municipality by the Municipal Revenue 
Collection Center (CRIM). Workers compensation insurance is also deducted from the monthly 
!ldvances by ~ CRIM. Settled cases have not exceeded insurance coverage for any of the past three 
years. 

14. Use of estimates 

The preparation of the basic 1mancial statements in accordance with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the basic financial statements and the reported amount$ of revenues and 
expenditures during the reporting period. Actual results could differ from those estimates. 

15. Future adoption of acco11nting pronouncements 

The GASB has issued the following statements, which the Municipality bas not yet adopted; 
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June 30, 2004 

NOTE A- SUMMARY OF SIGNIFICANT ACCOUNTING .POUCJES-Continued 

40 

42 

43 

44 

45 

Statement 

Deposit and lnvestmerit Risk Disclosure - an 
amendment of GASS Statement No. 3 

Accounting and Financial .Reporting for Impairment .of 
Capital Assets and for Insurance Recoveries 

Financial Reporting for Post employment Benefits Plans 
Other Than Pension Plans 

Economic Condition Reporting: The Statistical Section 
- an amendment ofNCGA. Statement No. l 

Accounting and Financial Reporting by Employers for 
Post employment Benefits Other Than Pensions 

To be Adopted in 
Fiscal year ended, 

June 30, 2005 

June 30, 2006 

June 30, 2008 

June 30, 2006 

June 30, 2009 

The Municipality's management bas concluded tbat the adoption of these statements will not have a 
significant impact on the Municipality's basic financial statements. 

NOTE B -DEPOSITS AND INVESTMENTS 

The Municipality maintains .its cash deposits in commercial banks located in Puerto Rico. Under 
Commonwealth of Puerto Rico statutes, public funds deposited in commercial banks must be fully 
cotlateralized for the amount deposited in excess of federal deposit insurance. All securities pledged 
as collateral by the Municipality are held by the Secretary of Treasury of Puerto Rico in the 
Municipality's name. The table presented below discloses the level of custody risk assumed by the 
Municipality based upon how its deposits were insured or secured with collateral at June 30, 2004: 

Category 1: 

Category'2: 

Category 3: 

Insured or collateralized with securities held by the Secretary of Treasury 
agent's in the Municipality' s name. 

Collateralized with securities held by the pledging financial institution's trust 
department or its agents in the Municipality's name. 

Uncollateralized, including any bank balance that is collateralized with 
securities held by the pledging financial institution or by its trust department or 
agent but not in the Municipality's name. 
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MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE B - DEPOSITS AND INVESTMENTS- Continued 

The bank balances and carrying amount of deposits with rmancial institutions as of June 30, 2004 
were as follows: 

Catego!)'. Bank Carrying 
1 2 J balance JI mount 

Deposusin 
commercial banks s 1,318,057 s $ s 1,318,057 $ 1,754,778 

Deposits m credit 
umons $ 3,818,388 $ s s 3,818,388 3,818,388 

Deposits in 
governmental banks 2,804,572 2,804,572 2.565,163 

s 5,136,445 s $ 2,804,572 $ 7,94),017 s 8,138,329 

Reconciliabon to government-wide statement of net assets: 

Unrestricted RestricCed Total 
Carrying amount of deposits rn 

commercial banks and credit 
onions $ 2,169,246 $ 3,403,920 $ 5,573,166 

Canying amount of deposits in 
governmental banks 2,565,16_3 2,565,163 

s 2,169,246 $ .5,969,083 8,138,329 

1. S/1orl term investments 

Short term investments include $60, 178 invested in the Puerto Rico Government Investment Trust 
Fund (PRGITF). The PRGJTF was created by the Secretary of the Treasuxy of the Commonwealth 
pursuant to Act No. 176, of August 11, 1995, and began operations on December 4, 1995. PRGITF is 
a no-load diversified coJlective investment trust administered by the Government Development Bank 
of Puerto Rico that was created for the purpose of providing eligible governmental investors of Puerto 
Rico to invest in a money market portfolio. The deposits on hand and the investments purchased are 
not collateralized, secured or guaranteed by the Commonwealth or any of its agencies, 
instrumentalities or political subdivisions. 

The PRGrfF invests in short-term instruments, which may be considered highly liquid as defined by 
the linutations contained in Rule 2a-7 of the Investment Company Act of 1940. Rowever, the 
mvestments are subject to the ability of the PRGITF to receive payme.nt from the securities' issuer 
when due. The Municipality investment is recorded at cost in the fund financial statements, which is 
not significantly different from investment pool's share price. Income earned from the investments 
made by the PRGITF is available for withdrawal at .any time. 

Short tenn investments also include time deposits in the amount of'Sl,798,949. They were classified 
as short term mvcstments to separate them from the cash equivalent criteria. 
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NOTES TO F'lNANClAL STATEMENTS 

Juue.30, 2004 

NOTE C - DUE FROM (TO) GOVERNME·NTAL ENTITIES 

1. Amounts due from governmental entities as of June 30, 2004 follows: 

Mtmic1pal Revenue Collection Centei: (CRIM) -
property taxes (general fund) 

Municipal Revenue Collection Center (CRIM) -
property taxes (debt service fund) 

Municipal Revenue Collection Center (CRIM) -
property tax amnesty 

Puerto Rico Department of Labor - "Ley 52" 
Office of Commissioner of Municipal Affairs -

CDBG 
US Department of Housing and Urban 

Development - Section 8 
Puerto Rico Department of Education 
Puerto Rico Department of Treasury 

Christmas bonus reimbursement 

$ 

Commonwealth 
Entities 

$ 17,321 

29,406 

69,823 
254,954 

128,000 

117,799 

617,303 

$ 

$ 

Federal 
Government 

281,279 

15,049 

296,328 

The amounts due from the Municipal Revenue Collection Cente{ (CRIM) - property taxes (general 
fund) ($17 ,321), the Puerto Rico Department of Tre:muy- Chrisbnas bonus ($117, 799) and $64,000 
of the $128,000 due from the Puerto Rico Department of Education, are recorded as deferted 
revenues m the governmental funds statements (general fund) since there are not available as required 
by current standards. 

2. Amounts due to governmental entities as of June 30, 2004 consist of $9,069 due to the Puerto Rico 
Aqueduct and Sewer Authority (PRASA). 

NOTED - INTERFUND TRANSACTIONS 

1. Due from/to other f u111is 

Amounts due from/to other funds represent temporary advances to other funds by the general fund 
payroll and payroll taxes expenditures, as follows: 

Receivable Fund 
General Fund 

Total: 

Payable Fund 
Major fund-SBGP 

Other governmental fund-Law #52 
Other govenunental fund-Child Care 

Other governmental fund-others 
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s 

276,100 
46,558 

249,853 
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COMMONWEALm OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL ST ATEMEN'ra 

June 30, 2004 

NOTED - INTERFUND TRANSACTIONS - Continued 

2. Operating transfers 

Transfers between individual funds were made for ·Operational purposes. Transfers includes mterest 
earned on restricted cash with fiscal agents in the debt service fund and operating and capital 
tmprovement loans in other governmental funds which is transferred to the general fund; and 
prmcipal and interest payments of general long term debt transferred from the general fund to the debt 
service fund. 

NOTE E- CAPITAL ASSETS 

Capital assets and depreciation activity as of and for the year ended June 30, 2004 is as follows: 

Balance 
July I, 2003, Balance 
as restated Increases Oecreas.es June 30, 2004 

Governmental activines: 

Capli.al assets, not being deprecmted: 
Land $' 3,230,236 s 350,100 $ s 3,580,336 
Cons1ruction in progress 1,197,596 1.395,976 2.593,572 

Total capital assets not being 
depreciated: 4,427,832 1,746,076 6,l?J,908 

Capital assets, being depreciated: 

Land improvements 475,048 38,637 513,685 

Buildings and building improvements 26,500,363 26,500.363 
lnfrastTUcture 12,919,854 12,919,854 
Vehicles, machinery and equipmeni 7,763,598 529,455 41,058 8,251,995 

Totnl capital assets being depreciated 47,658,863 568,092 41,058 48,185,897 

Less accumulated depreciation for: 

Land improvements 267,365 20,392 287,757 

Buildings and buildmg improvements 7.566,764 789,985 8,356,749 
Infrastructure 9,414,340 14.577 9,428,917 
Vehicles, machinery and equipment 4,906,647 638.973 :36,197 5,509,423 

Total accumulated depret1J1tlon 22.155.l 16 1.,463,927 36,197 23,582,846 

Tomi capital assets being deprecinted, 
OCI 25,503,747 (895,835) 4,861 24,603,051 

Governmental nctiv11ies capital assets, 
net s 29.931,579 s 850,241 s 4,861 $ 30,776,959 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30; 2004 

NOTE E - CAPITAL ASSETS - Continued 

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

Governmental activities: 
General government 
Pubhc works. and sanitation 
Public safety 
Culture and recreation 
Welfare and community development 
Health 

Total depreciation expense, governmental activities 

NOTE R - LO.NG TERM DEBT 

1 Summary of long- term debt activity 

$ 

$ 

422,582 
360,189 
77,598 

474,820 
127,550 

1,188 

1,463,927 

The following summarizes activity in long-tenn debt for the fiscal year ended Jwie 30, 2004: 

Balance at 
July I, 2003, Balance at Due within 

as restated Increases Decreases June 30, 2004 oneye·ar 

General, Special 
Obligations Bonds 
and Notes s 6;280,000 s 635,000 $ 366,000 $ 6,549,000 s 342,000 

Debt to ASSES 884,397 267,841 616,556 
Note payable !O CRIM-

LIMS 354,325 33,118 321,207 35,120 
Note payable to CRIM-

financnig of 
delinquent accounts 468.783 85,469 183,314 

Compensated absences J,997,740 155,777 1,841,963 138.974 
Chnstmas bonus 271,316 235,599 271,3Hi 235,599 235,599 
Judgments and legal 

claims 52,600 22,600 30,000 30,000 
Mortgage payable 1,928,742 16,219 1,912223 17,702 

$ 12,237,903 s 370,599 s l,218..340 $ l l ,890,162 s 799.395 
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MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE F - LONG TERM DEBT - Continued 

2. General and special obligation bonds and.11otes 

The Municipality's outstanding general and special obligation bonds and notes at June 30, 2004 
amount to $6,549,000. All these bonds are serviced by the Governmental Development Bank of 
Puerto Rico (GOB) maturing at various dates. As required by law, the Commonwealth Government 
is obligated to levy and collect property taxes for payment of principal and interest on bonds and 
notes. A debt service fund bas been established for the bonds and notes at GDB with the proceeds of 
those property taxes, whereby sufficient funds 111ust be set aside in order to cover the projected debt 
service requuement, before any new bonds are issued. Principal and interest payments of long term 
debt issued for operational purposes are made through withholdings from the advances of property tax 
and amounts of municipal equalization fund send to the Municipality by the Municipal Revenue 
Collection Center (CRIM). 

A detail of the general and special obligation bonds and notes as of June 30, 2004 follows: 

1999 genecal oblig~tion note of$645,000 due in annual installments of 
$100,000 to $110,000 through January 1, 2005; with interest at 5.2% to 
5.4% (5.29%at June 30, 2004) 

1989 public improvement bonds of$125,000 due in annual installments of 
$6,000 to $9,000 through January I , 2013; with interest at 5% to 8% (5% 
at June 30, 2004) 

1998 general obligation bond of $910,000 due in annual installments of 
$20,000 to $85,000 through July 1, 2020; bearing interest at rates ranging 
from5 .19% to 6.56% (5.29% at June 30, 2004) 

1993 public improvement bond.S of$2;030,000 due in annual installments of 
$55,000 to $185,000 through July l , 2018~ bearing interest at rates ranging 
from 7.1 % to 8.2% (7.2% .at June 30, 2004) 

1988 public improvement bonds of$275,000 due in annual installments of 
$12,000 to $19,000 through January 1, 2012; with interest at 5% 

1991 public improvement bonds of$460,000 due in annual installments of 
$40,000 to $55,000 through July I, 2006; bearing interest at 6.2% to 6.4% 
(6.3% at June 30, 2004} 

2003 general obligation bond of $845 ,000 due in annual installments of 
$15,000 to $70,000 through July 1, 2027; beanng interest at rates ranging 
from 5% to 6.5% (5% at June 30, 2004) 
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Outstanding 
Amount 

$ 215,000 

64,000 

805,000 

1,650,000 

127,000 

150,000 

830,000 
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NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOT£ F- LONG TERM DEBT - Continued 

1997 general obligation bond of $2,040,000 due in annual insta11Inents of 
$45,000 to $185,000 through July 1, 2021; bearing interest at ratesranging 
from 5.19% to 6.56% (5.29% at June 30, 2004) 

1994 public improvement bonds of $350,000 due in annual installments of 
$8,000 to $26,000 through July 1, 2018; bearing interest at 4.50% 

2004 geneQll obligation bond of $635,000 due in annual installments of 
$10,000 to $50,000 through July 1, 2028; bearing interest at rates ranging 
from 2.4% to 6.0% (2.4% at June 30, 2004) 

Total 

The annual requirements to amortize general and special obligation bonds and 
notes as of June 30, 2004 follows: 

June 30 Principal Interest 

2005 .$ 342,000 $ 392,135 
2006 359,000 385,204 
2007 275,000 368,299 
2008 237,000 353,684 
2009 254,000 337,791 

2010-2014 1,518,000 1,405,52 1 
2015-2019 2,059,000 790,851 
2020-2024 1,050,000 233,950 
2025-2029 455,000 52,975 

Totals $ 6,549,000 $ 4,320,410 
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1,81'5,000 

258,000 

635,000 

$ 6,549,000 
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NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE F - LONG TERM DEBT - Continued 

3. Other long-term liabilides 

Note payable to CRIM (LIMS) - On November 28. 2001 the 
Mumc1pality entered into a financing agreement with the CRIM 
m the amount of $400,500 for the payment of the Municipality's 
share of the cost of a management information system (LIMS) 
acquired by the CR.IM for the management of taxpayer's 
properties located in Puerto Rico. The note is payable in 
semiannual installments of $26,858, including interest of 5.95% 
and 1s due on November 28, 2011. Amount is financed with 
unrestricted funds through withholdings from the advances of 
property tax and amounts of municipal equalization fund send to 
the Municipality by the Municipal Revenue Collection Center 
(CRIM). Debt service requirements in future years are as 
follows: 

June 30 Principal Interest 

2005 $ 35,120 $ 18,423 
2006 37,239 16,292 
2007 39,488 14,033 
2008 41,872 ll,636 
2009 44,401 9,095 

2010-2012 123,087 10,590 
Totals $ 321,207 $ 80,069 
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$ 

Outstanding 
Amount 

321,207 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAl. STATEMENTS 

June 30~ 2004 

NOTE F - LONG TERM DEBT - Continued 

Note payable to CRIM (Financing of delinquent accounts}- On 
March 19, 2002 the Municipality entered into a financing 
agreement with the CRIM in the amount of $468, 783 to finance 
delinquent property tax accounts sold to private investors, under 
the provision of Law No. 146 of October 11, 2001. The 
agreement 1s m the fonn of a nonrevolving line of credit bearing 
interest of 6.5% for the first 5 years and variable for the next 25 
years at 125 points over London Interbank Offered Rate 
(LIBOR) and is due on December l , 2032. As described ill Law 
No. 146, interest payments for the first 5 years will be financed 
through .48% of the net increase of subsidy provided by the 
Commonwealth of Puerto Rico's general fund. Also, duri'!lg the 
first 5 years any collection from those delinquent accounts will 
be credited to the loan principal. After the 5 year period the loan 
outstanding balance will be restructured for a 25 years period. 
Debt service requirements in future years are as follows: 

June 30 

2005 
2006 
2007 
2008 
2009 

2010-2014 
2015-2019 
2020-2024 
2025-2029 
2030-2033 

Totals 

$ 

$ 

Principal 

100,148 

4,869 
29,695 
41 ,063 
56,783 
78,520 
72,236 

383,.314 

$ 

4 1 

Interest 

24,915 
16,923 
18,406 
18,406 
18,262 
85,961 
74,594 
58,874 
37,137 

8,724 
362.202 

$ 

Outstanding 
Amount 

383,314 



COMMOI"f\Y~ALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANClAL STATEMENTS 

.rune 30, 2004 

NOTE F - LONG TERM DEBT - Continued 

Mortgage payable - Mortgages payable consists of permanent 
residences loans provided by USDA-Rural Development The land 
and buildings of the "Jardines de Aguada" project secure the 
mortgages notes. The mortgages are payable in monthly 
installments, including interest. through 2032 of$10,076 for Note 1 
and $2,666 for Note 2 for a total monthly payment of $12,742. The 
mortgage and subsidy interest rates are 8.50% and 6.50%, 
respectively, for Note 1 and 10.75% and 8.75% for Note 2. The 
outstanding debt balance as of June 30, 2004 was $1,576,113 for 
Note I and $336,410 for Note 2 for a total of$1,912,523. The fair 
value oi the mortgage payable is estimated based on the current 
rates offered to the Project for debt of the same remaining 
matunties. At June 30, 2004, the fair value of the mortgage payable 
approxunates the amount recorded in the fmancial statements. Debt 
semce requirements in future years are as follows: 

June 30 Principal 

2005 $ 17,702 
2006 19,319 
2007 21 ,088 
2008 23,019 
2009 25, 128 

2010-2014 164,765 
2015-2019 255,881 
2020-2024 398,040 
2025-2029 620,276 
2030-2032 367,305 

Totals $ 1,912,523 

Compensated absences - includes accrued vacations, sick leave 
benefits and other benefits with similar characteristics such as 
compensatory time, represents the Municipality's commitment 
to fund such costs from future operations. Amount 1s paid with 
unrestricted funds 

Christmas Bonus - represent the accrued portion corresponding to 
fiscal year 2003-2004 of the Christmas bonus to be paid in 
December 2004 
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$ 

$ 

$ 

Outstanding 
Amo wit 

1,912,523 

1,841,963 

235,599 
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COMMONWF.A.LTH OF .PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE F - LONG TERM DEBT - Continued 

Payable to Puerto Rico Health Insurance Administration 
(ASSES) - represents the Municipality's share of payment of the 
health insurance of the Commonwealth of ·Puerto Rico from the 
period May 1, 1996 to June 30, 1997. 

Claims and judgments - represent the final settlement of a legal 
case paid subsequent to June 30, 2004. The awarded amount will 
be paid with unrestricted funds. 

$ 

$ 

Outstanding 
Amount 

616,556 

30,000 

NOTE G - LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS OBLIGATIONS 

The Municipality discontinued the operation and ceased to accept solid waste in its landfill. State and 
Federal laws and regulations require the Municipality to perform certain closure procedures and 
establish monitoring and maintenance procedures at the landfill site for thirty years after closure. The 
closure and post closure care procedures are being as.sumed by the Municipality. As guidance for 
calculation of total closure costs, the Municipality utilized an estimate provided by the Puerto Rico 
Solid Waste Disposal Authority. The Municipality is required to provide post closure care after the 
c1osure is completed. Total post closure care costs bas not been detennined and accounted as required 
by accounting-principles generally accepted in the United States as of June 30, 2004. 

NOTE H - PROPERTY TAXES 

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is 
responsible for the assessment. collection and distnbution of real and personal property taxes. The tax 
on personal property is self-assessed by the taxpayer. The assessment is made on a return, which 
must be filed with the CRIM by May IS of each year and is based on the current value at the date of 
the assessment. Real property is assessed by the CRIM. The tax is general assessed on January I on 
all taxable property located within the M'unicipality and is based on the current value existing in the 
year 1957. For personal property the tax is due With the return filed on or before May 15. Taxes on 
real property may be paid on two equal installments, July 1~1 and January 1st. 

The tax rates in force as of June 30, 2004 are8.28% for real property (of which 8.08% is paid by the 
taxpayer and .20% is reimbursed by the Puerto Rico Treasury Department) and 6.28% for personal 
property (of which 6.08% is paid by the taxpayer and .20% is reimbursed by the Puerto Rico Treasury 
Department). For both tax rates 1.03% belongs to the Commonwealth and 7.25% and 5.25%, 
respectively, belongs to the Municipality. Of the portion belonging to the Municipality, 6% on real 
property and 4% on personal property represents the Municipality's portion which is appropriated for 
general purposes and accounted in the general fund The remaining portion of 1.25% on both tax rates 
belonging to the Municipality is restricted for debt service and accounted in the debt service fund. 

43 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE B - PROPERTY TAXES - Continued 

Restdennal real property occupied by its owner is exempt by law ftom property taxes on the first 
$15,000 of the assessed value. For such exempted amounts, the Puerto Rico Department of Treasury 
assumes payment of the basic tax to the Municipality, except for residenhal units assessed at less than 
$3,500 on which a complete exemption is granted Revem1e related to exempt property is recorded in 
the General Fund. The Municipality grants a complete exempbon from personal property taxes up to 
an assessment value of$50,000 to retailers with annual net sales of less than $150,000. 

The CRIM advances fumls to the Municipality based on an estimate of special governmental 
subsidies and the property taxes to be levied and which are collected in subsequent periods. This 
distribution includes advances of property tax and amounts of municipal cctualization fund from the 
Commonwealth government. The CRIM is required by law to prepare a settlement statement on a 
fiscal year basis, whereby a compa.rison is made between the amounts advanced to the Munfoipality 
and amounts actually collected from taxpayers. The CRIM prepares a preliminary settlement not later 
than three months after fiscal year-end and a final settlement not later than six months after fiscal 
year-end. lf actual collections exceed the advances a receivable from CRIM is recorded. However, if 
advances exceed actual collections, a payable to CRIM is recorded. A receivable of$17,321 resulting 
from the final settlement foy fiscal year 2003-2004 is recorded as revenue in the govemment-wide 
statements but is recorded as a deferred revenue in the governmental funds statements since is not 
available as required by current standards. 

NOTE I- MUNICIPAL LICENSE TAXES 

Municipal License taxes are assessed annually by the Municipality to all organizations or entities 
subject to the tax doing business in the Municipality's location except for entities totally or partially 
exempt pursuant to certain Commonwealth's statutes. This tax is based generally on volume of 
business or gross sales as shown in a tax return that should be submitted on or before April 15. 
During the Fiscal year ended June 30, 2004 the tax rates were as follows: 

Financial business - 1.50% of gross revenues 
Other organizations - .50% of gross revenues 

The tax is due in two equal installments on July 1 and January 1 of each fiscal year. Tax revenue is 
recognized at that moment by the Municipality. A discount of 5% is allowed when full payment is 
made on or before April 15. 

Municipal license taxes collected prior to June 30 but pertaining to the next fiscal year in the amount 
of$ 802,450 are recorded as deferred revenues. 

44 



COMMONWEALTH OF PUERTO RICO 
MUNICIPAUTY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE J - INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues lD the General Fund are comprised of the following: 

Amount 
Amount of municipal equalization fund send by CRIM 
Compensation in lieu of tax from the Puerto Rico Electric Power 

Authority (PREPA) 
Reimbursement from Commonwealth Government of Christmas 

Bonus expenditure 

NOTE K-FUND BALANCE AND NET ASSETS RESTATEMENTS 

1. Fun4 balances 

$ 3,568,,3M 

1,464,831 

180,878 
s 5,214.013 

The beginning ·fund balance of the general fund has been restated to recognize a net overstatement in 
receivables in the .amount of $17,266 and a net overstatement of accounts payable in the amount o!· 
$21 ,894. Jn addition, the beginning fund balance of SBGP has been adjusted to reflect au 
overstatement of receivables in the amount of 3 2,994. The beginning fund balance of the debt service 
fund has been adjusted to retlect the correction of an overstatement of receivables in the amount of 
'$114,527. The Department of Labor fund balance has been adjusted to reflect an undet$tatement of 
revenues. Finally, the beginning fund balance of other governmental funds has been adjusted to 
reflect the segregation of the State Legislative Joint Resolutions fund as a major fund; the inclusion of 
Jardines de Aguada Project as other governmental fund; and the correction of other miseellaneous 
amounts. The following schedule reconciles the fund balance at July I , 2004 as previously reported to 
the begiruting fund balance, as restated: 

Balance at 
beginning of 

year, as 
previously 

Fund re~orted 

General fund s 1,818,844 

CDBG 

State legislative joint resolutions 

Debt service fund 460,527 

Department of Labor fund 

Other govenunental funds 3,462,625 

Total s 5,741,996 

4S 

Prior period adjustments 

Fund 
reclassifications 
s 

(32,994) 

793,103 

(2,073) 

(758,036} 

s 

Correction of 
errors 

s 4,628 

s 

32,994 

( 114,527) 

2,073 

92,157 

17.325 

Balance at 
beginning of 

year, as 
restated 

s 1.823,472 

793,103 

346,000 

2,796,746 

$" 5,759,321 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALtrY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30, 2004 

NOTE K - FUND BALANCE AND NET ASSETS RESTATEMENTS- Continued 

2. Net assets 

Net assets at beginning of year have been adjusted to reflect the following restatements: 

Net assets at beginning of year as previously reported: 

Restatements: 
Overstatement of receivable· Deb{ Service fund 
Understatement ofrcce1vable - CDBG 
Understatement in compensated absences debt 
Note payable to CRIM (LIMS) not recorded 
Overstatement in judgment and claims debt 
Net understatement of fixed assets not recorded 
Understatement of accnied interest payable 
Other miscellaneous corrections 

Net assets at ~ginning of year as restated: 

NOTE L - RETIREMENT PLAN 

1. Plan description 

$ 

s 

Amount 
24,740,437 

( 11 4,527) 
32,995 
(9,455) 

(354,325) 
75,000 
23,688 

(11,325) 
( 15,922) 

24,366,566 

Regular employees of the Municipality con1n1'ute to a cost shating multiple employer defmed benefit 
retirement plan, administered by the Employee's Retirement System of the Government of Puerto 
Rico an its Instrumentalities (ERS). ERS covers all regular full time public employees working for 
the central government, public corporations and the municipalities of Puerto Rico. The system 
provides retirement pensions, death and disability benefits. 

Retirement benefits depend upon age at retirement and number of years of credited service. 
Disability retirement benefits are available to members of occupational and no occupational 
disabilities. Benefits vest after ten years of plan participation. The system was created under Act 
447, approved on May 15, 1951, as amended, and became effective on January 1, 1952. Retirement 
benefits are determined by the application of stipulated benefit ratios to the member's average 
compensation. Average compensation is computed based on the highest 36 months of compensation 
recognized by ERS. The annuity, for which a plan member is eligible, is limited to a mini.mum of 
$200 per month and a maximum of75% oftbe average compensation. ERS issues a publicly financial 
report that includes financial statements and required supplementary information of the Plan, which 
may be obtained from the ERS. 

Law No. 305 of September 24 .• 1999 amended the Act No. 447 of 1951 and was enacted with the 
putpose of establishing a .new pension program (System 2000). The new pension program became 
effective on January 1, 2000. Employees participating :in the current system as of December 3 1, 1999 
may elect either to stay in the defined benefit plan or transfer to the new program. Persons joining the 
government on or after January I, 2000 will only be allowed to become members of the new program. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June.301 2004 

NOTE L - RETIREMENT PLAN - Continued 

System 2000 is a hybrid defmed contribution plan, also known as a cash balance plan. There will be 
a pool of pension assets, which will be invested by the System, together with those of the current 
defined benefit plan. Benefits at retirement age will not be guaranteed by the State government and 
will be subjected to the total accumulated balance of the savings account. The annuity will be based 
on a formula, which assumes that each year the employee's contribution (with a minimum of 8.275% 
of the employee's salary up to a maximum of I 0%) will be invested in an account which will e ither: 
(l) earn a fixed .rate based on the two-year Constant Maturity Treasury Note or, {2) earn a rate equal 
to 75% of the return of the System's investment portfolio (net of management fees), or (3) earn a 
combination of both alternatives. If savings accounts balance is SI 0,000 or less at time of retirement, 
the balance will be distributed by the System to the participant as a lump sum. Participants receive 
periodic account statements similar to those of defined contribution plans showing their accrued 
balances. Disability pensions are not been granted under the new program. The employer 
contributions (9.275% of the employee's salary) will be used to fund the current plan. Under System 
2000 the retirement age is reduced from 65 years to 60 for those employees who joined the current 
plan on or after April 1, 1990. 

2. Funding policy 

The Act 447, as amended. is the authority under which obligations to contribute to the Plan by the 
Plan members, employers and other contn'buting entities are established or may be amended. Plan 
members are required to contribute 5.175% of gross salary up to $6,600 plus 8.275% of gross salary 
in excess of $6,600 except for the Mayor or employee under a supplementation plan. which 
contributes 8.275% of gross salary. The Municipality is required to contribute 9.275% of gross 
salary. 

The Municipality's actual contribution for the current and the previous two fiscal years, which is 
equal to the required contn'bution, follows: 

Fiscal year ended: 

2004 

2003 
2002 

NOTE M - COMMITMENTS 

1. Operating leases 

Law No. 447 

$ 225,601 
$ 218,328 
$ 241,488 

System2000 

$ 57.,178 
$ 46,226 
$ 50,044 

The Murucipality leases office equipment under operating lease agreements, which generally have 
temis of one year or less and are automatically renewed for the satlle tenns. Rental expenses 
amounted approximately $ 11,973. Management believes that the summary of the future minimum 
rental commitments under noncancelable operating leases with tenns exceeding one year is not 
sigruficant 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO FINANCIAL STATEMENTS 

June 30~ 2004 

NOTE M - COMMITMENTS - Continued 

2. Construction 

The Municipality has cormnitments at June 30, 2004 of approximately$ 2,659,739 for construction. 
improvements or renovation of certain municipal facilities. 

NOTE N - CONTINGENCIES 

1 Federal and State grants 

Projects fmanced by Federal and State Grants are subject to audits by grantors and othet 
governmental agencies in order to detennine its expenditures to comply with the conditions of such 
grants. lt is the Municipality's opinion that no additional material unrecorded liabilities will anse 
from audits previously performed or to perform. 

2. Litigations 

The Municipality is, at present, a defendant in a number of legal matters that arise in the ordinary 
course of the Municipality's activities. There are oases whereby the Municipality is a defendant or 
eodefendant that will be covered by insurance, certain cases whereby the legal counsel has not 
determined an outcome and other cases that \vill not be covered by insurance. As a result of one 
settled case subsequent to June 30, 2004 and not to be covered by insurance, the Municipality accrued 
$30,000 in the government-wide statements. However.. it is the opinion of the Municipality and the 
legal counsels that based on their experience, such actions and the potential liabilities will not impair 
the Municipality financial position. 

NOTE 0 - SPECIAL lTEM 

1. Property tax amnesty 

Law No. 74 of March 1, 2004 approved by the Commonwealth's Legislature (as amended by Law 
No. 131 of June l, 2004) granted to taxpayers (for the period March 1, 2004 to June 30, 2004) an 
amnesty for payment of real and personal property tax debts. As a result,, the CRIM distributed to the 
Municipality$ $293,677 on property tax collections as of June 30, 2004 of which $250,501 were 
recorded in the general fund and$ 43, 175 recorded in the debt service fund. The transaction falls 
unde.r the definition of special item set forth by GASB 34, as it is a transaction of unusual or 
infrequent nature within the control of Municipality' s management. 

NOTEP-SUBSEQUENTEVENTS 

1. P11rcllase of Real Property 

On July 7, 2004 the Municipal Legislature, by means of resolution #1, approved the purchase of real 
property for the amount of $167,000 from a resident of Aguada in order to continue with the 
development of the constructton projects in Guaniquilla, Aguada. 
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Revenues 
Property ta.~es 
Municipal license faxes 
Intergovernmental 
Fee.s, fines and charges for services 
Interest 
Other 

Total revenues 

Expenditures 

General govemtnent 
Public works &lld sanitation 

Public safety 
Culture and recreation 

Hen Ith 
Welfare &lld e<>IIID!unity development 
Cla.ims Md Judgments 

Total expenditures 

- -
COMMONWEAL TH OF PUERTO RICO 

MUNICIPAUTY OF AGUADA 

BUDGETARYCOMPARISONSCHEDULE-GENERALFUND 
FISCAL YEAR ENDED JUNE 30, 2004 

Budieted amounts 

OtiiJnal Final 

$ 2,593,232 $ 2,789,364 
1,145;000 1,117,891 
4,911,144 5,188,543 

995,122 l,234,157 
90,000 127,441 

125,000 276,985 
9,859,498 10,734,38 L 

4,010,621 4,:m,826 
3,344,166 3,285,59£1 

742,919 684,319 
799,135 843,555 

140,116 123,116 
796,941 810,016 

22,600 

9,834,498 10,002,030 

Excess (deficiency) of revenues over expenditures 25,000 732,35J 

Other finandng sources (uses) 

Transfers out 25,000 732,351 

Total other financing sources (uses) (25,000) (732,351) 

Excess (deficiency) of revenues and 0th.er financing sources 
over expenditures and other financing uses 

$ $ 

The accompanying notes to required supplemental information are an integral part of this schedule. 
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Actual Amounts 
(Budgetary Vo.rlance with 

Basis) Final lJudget 
~See Note A) Positive (Neptlve) 

$ .2,970.044 $ 180,680 
1,142,591 24,700 
5,024,166 (164,377) 
1,231.667 (2,490) 

135,323 7,882 
284,677 7,692 

10,788,468 54,087 

4,208,529 24,297 
3,273;019 12,579 

670,S.75 13,744 
840,195 3,360 
121,7 1~ L403 
808,483 1,533 

221600 
9,945,113 56,917 

843,355 lll,004 

732,351 
(732,351) 

111,004 111,004 

$ lil,004 $ 111,004 



• COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO REQum.ED SUPPLEMENT ARY INFORMATION -

BUDGET ARY COMPARISON SCHEDULE - GENERAL .FUND 

June 30, 2004 

NOTE A- BUDGET PROCESS AND BUDGET ARY BASIS OF ACCOUNTING 

The Municipal budget is prepared fot the General Fund following lhe requirements of the 
Autonomous Municipal Law of 1981, as amended. It is developed utilizing elements of perfonnance­
based program budgeting and zero-based budgeting and includes estimates of revenues and other 
sources for ensuing fiscal year under laws existing at the time !he budget is prepared. 

Budget amendments are approved by the Municipal Legislature. Certain budget transfers wrthin the 
limitations and restrictions of the Municipal Law can be approved by the Mayor or by the Municipal 
Legjslature. The budget comparison schedule provides infonnation about the original budget, the 
amended budget and the actual results, under the budgetary basis of accounting. 

The budgetary basis of accounting is different from GAAP. Revenues are generally recorded when 
ca.sh is received and expenditures are generally recorded when the related expenditure is incurred or 
encumbered. The encumbrances (that is, purchase orders, contracts) are considered expenditures 
when a comnutment is made. On a GAAP basis, encumbrances outstanding at year end are reported 
in the governmental funds statements as a reservation of fund balance since they do not constitute 
expenditures or liabilities while on a budgetary basis encumbrances are recorded as expenditures of 
current year. Encumbrance appropriations lapse one year after the end of the fiscal year. 
Unencumbered appropriations are lapsed at year end. The legal level of budgetary control (the level at 
which expenditures may not legally exceed appropriations) is at the function level.. 

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

NOTE B - BUDGET TO GAAP RECONCILIATION 

The accompanying budgetary comparison schedule pres.ents comparisons of the original and final 
legally adopted budget with actual data on a budgetary basis. Since accounting principles applied fot 
the purposes of developing data on a budgetary basis differ significantly from those used to present 
accowtting principles generally accepted 'in the United States, the following budget to GAAP 
reconciliation is presented: 
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MUNICIPALITY OF AGUADA 

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -

BUDGETARY COMPARISON SCHEDULE - GEI\JERAL FUND 

June 30, 2004 

NOTE B-BUDGET TO GAAP RECONCILIATION - Continued 

Excess of revenues and other financing sources over expenditures and other financing 
uses (budg11tary basis): 

Budget to GAAP differences: 

Revenues recorded for financial reporting purposes but not in budgetary basis: 

Revenues recorded in budgetary basis pmposes but not in financial reporting: 

Expenditures:recorded in budgetary basis but not for financial reporting purposes: 

Expenditures recorded for financial reporting purposes but not in budgetary basis: 

Current year encumbrances recorded as expenditures for budgetary reporting 
purposes: 

Prior year encumbrances recorded as expenditures for financial reporting 
purposes: 

Net change in fund balance. (GAAP basts): 

52 

$ 111,004 

69,822 

52,312 

( 11,01 O) 

158,138 

(249,925) 

s 1302341 
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SINGLE AUDIT SECTION 

' 
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COMMONWTV\ L TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FISCAL YEAR ENDED J1JNE 30l 2004 

Fedenal Crantor/Pass-Through 
Grantor/Prograru ntle 

U.S. Department ofRoustn1 agd Urbm Devel0Dme11t 
?Wjo~ program: 

Passed through the Office ofCommiasioncr ofMunilripo.l Affairs: 

Conun11nity Dcvclopmcnl Bfock Grant - Stace's Prognm 

Non major program:­
Diroct prognm: 

Section 8 llousing Choice Vouchers 

Non mAjor program: 
Paaacd through tho P.R. Dcpartmcnl ofFamily ·Families an.d Chillircn 

Admini1tration: 
Bmctgcncy Shelter Gnni. Prognom 

U.S. Depart:ment of Acriculture 
Non major pro~m: 

Pauod through thoP.R, Dcpattment ofEducation: 

Child and Adult Call) Food Program 

U.S. Depart~nt oCHealth And Buman ServJca 
Non major program: 

Passed through tho P .It Departmeii.t of Family· Fantllies ~d 
Children Administralionc 

Child Caro 11nd Dcvolopmc:nl Block Grant 

U.S. Department •[Education 
Non major program~ 

Passed through tho P.R. Department ofEducation: 
Safe and Drug Fn:o Schools and Communities 

F.ederal Emeaenc:y MaJ!?r:ement Agency 
Non m1jorprogran1: 

Pua~ through tho P lt GovemorOffiGo: (Govemor's Aulhori%Gd 
Rcpt:tac:n1&livo- GAR) 

Public Asaialance Orantt 

U.S. Department of Jutlce 
Non major program; 

Passed througll lhe P.R. Department ofJustice; 

Local Law Enforcement Block Grant 

U.S. Department or Tr"nsportatlon 
Non major program: 

Din:ot Program: 
Fcdonl Tnnsit Fonnul• wants 

Total federal aw:irds upendlturu.; 

The nccorupanyiog notes nrc an inlcg111I pan ofthia ~chedule, 
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Fedel'lll 

CFDA 
Number 
(noteC) 

14.228 

14.871 

14.2)1 

10.558 

93.57.5 

84,186 

83.544 

16.592 

20,507 

t>u5--Through 

Grantor's 

Number 
(note D} 

AP-37 
AB-37 
FD-37 

NIA 

N/AV 

NJAV 

123·2003-000393 

N/AV 

DR-PR-1247 

N/AV 

NIA 

Expenditures 
(note B) 

2,055,274 

288,907 

11,497 
2,355,678 

ll,866 

277,103 

58,633 

S,256 

18,000 

1,736,118 



COMMONWt:ALTll OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO SCHEDULE OF EXPENDITURES OF FF;DERAL AW ARDS 

June 30, 2004 

NOTE A- REPORTING ENTITY 

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal 
grant activity of the Municipality, except the federal grant activities related to Jardines de Aguada 
Pro;ect. As described in Note A to the Municipality's basic financial statements, the basic financial 
statements includes the operations of Jardines. de Aguada Project (the Project), which is a 70-unit 
dwelling unit' s project located in Aguada, Puerto Rico. The Project is not· legally separated fi:om the 
Municipality, and accordingly, its financial data is merged with the financiaJ data of the Municipality. 
The Project expended $2,250,079 in federal awards as follows: 

Federal Grantor/Program Title 

US Department of Agnculture: 
Rural Rental Housing Loans (loan balance 
ou.tstanding as of June 30, 2004) 

US Department of Health and Urban 
Development: 

Section 8 Housing Assistance Payments 
Program- Special Allocations 

Federal 
CFDA 

No.mber 

10415 

14.195 

Expenditures 

s 1,912,523 

337,556 
2,250,079 

The Project has obtained a separate A-133 audit, which is not included as part of this audit. A copy of 
this audit report can be obtained by contacting Project's administrative office at P .0. Box 71, Aguada, 
Puerto Rico 00602. 

NOTE B - BASIS OF PRESENTATION 

The Schedule is presented on the modified accrual basis of accounting. Expenditures are recognized 
when the related liability is incwred. The information in this schedule is presented in accordance 
with the requirements of OMB Circular A-133, Audits of States, Local Government and Nonprofit 
OrganizatioM. Therefore, some amounts presented in this schedule may differ :from the amounts 
presented in. or used in the preparation of, the basic fmancial statements. 

NOTE C - FEDERAL CFDA NUMBER 

The Catalog of Federal Domestic Assistance (CFDA) Number is a program identification number. 
The first two digits idenfify the federal department or agency that administers the program and the last 
three numbers are assigned by numerical sequence. 
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COMMON\1\-'EALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

June 30. 2004 

NOTED - PASS -THROUGH GRANTOR'S NUMBER 

State or local government redistributions of federal awards to the Municipality, known as "pass­
through awards'\ should be treated by the Municipality as though they were received directly from 
the federal government. OMB Circular A-133 requires the schedule to include the name of the pass­
througb entity and the identifying number assigned by the pass-through entity for federal awards 
received as a subrecipient. Numbers identified as NIA are not applicable and numbers identified as 
N/ AV are not available. 

NOTE E - RECONCILIATION OF EXPENDITURES PRESENTED IN THE SCHEDULE OF 
EXPENDITURES OF FEDERAL AW ARDS TO THE EXPENDITURES PRESENTED IN THE 
BASIC FINANCIAL STATEMENTS 

Community Other 
Development Block Governmental 

Descrietion Grant Fund Funds 

14,228 s 2,055,274 $ 
14.871 288,907 
14.231 11,497 
10.558 11 ,866 
93.575 277,103 
84.186 58,633 
83.544 5,256 
16.592 9,683 
20.507 18,000 

Total federal awards expenditures (not 
including Jnrdini:s de Aguada Project Grants-
see note A) $ 2,055,274 $ 680,945 
Total nonfederal awards expenditures 2,080,859 

Total expenditures, fund statements $ 2,055,274 $ 2,761,804 
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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based 
on an Audit of Financial Statements Performed in Accordance With Government Auditing Standards 

Mayor and Municipal legislature 
Municipality of Aguada 
Aguada. Puerto Rico 

We have audited the financial statements of the governmental activities, each major fund, and the aggregate 
rematDlDg fund information of the Municipality of Aguada, Puerto Rico (the Municipality) as of and for the 
year ended June 30, 2004, and have issued our report thereon dated January 21, 2005 which is qualified 
S1nce we wete unable to obtain sufficient competent evidence to support the valuation, existence, 
completeness and rights and obligations applicable to certain general capital assets in governmental 
activities and because the Municipality has not determined and recorded in governmental activities an 
estimate of the total municipal solid waste landfill post closure care costs of a closed solid waste landfill, as 
required by accounting principles generally accepted in the United States of America. We did not audit the 
financial statements of Jardines de Aguada Project, which represent 4%, 2% and 2%, respectively of the 
assets, net assets and revenues of government.al activities and 3%, 1 % and 18%, respectively of the assets, 
fund balance and revenues of the aggregate remaining funds. Those financial statements were audited by 
other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts 
included for Jardines de Aguada Project, is based on the report of the other auditors. Except as discussed in 
the first sentence, we conducted our audit in accordance with auditing standards generally accepted in the 
United States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Fiqancial Reporting 

In planning and performing our audit, we considered the Municipality's internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide an opinion on the internal control over financial reporting. 
However, we noted certain matters involving internal control over financial reporting and its operation that 
we consider to be reportable conditions. Reportable conditions involve matters coming to our attention 
relating to significant deficiencies in the design or operation of the internal control over financial reporting 
that, in our judgment, could adversely affect the Municipality's ability to record, process, summarize and 
report financial data consistent with the assertions of management in the financial statements. Reportable 
conditions a.re described in the accompanying schedule of findings and questioned costs as item 2004 II-1 . 

A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a. relatively low level the risk that misstatements caused by 
error or fraud in amounts that would be material in relation to the financial statements being audited may 
occur and not be detected within a ti~ly period by employees in the nonnal course of perfonning their 
assigned .functions. Our consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control that might be reportable conditions and accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, 
of the reportable conditions described above, we consider item 2004 ll-1 in the accompanying schedule of 
fmdings and questioned costs to be a material weakness. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality's .financial statements are free of 
material nnsstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grants agreements, noncompliance with which could have a direct and material effect on the 
detennination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

We noted certain matters that we reported to management in a separate letter dated January 21, 2005. 

This report is intended for the information of the management of the Municipality, Conunonwealth and 
Federal awarding agencies, and pass-through entities and is not intended to be and should not be used by 
anyone other than the specified parties. However, this report is a matter of public record and its distribution 
is not limited. 

2035226 
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Report on Compliance With Requirements Applicable to Each Major Program and on Internal 
Control Over Compliance in Accordance With OMBOrcular A433 

Mayor and Municipal Legislature 
Municipality of Aguada 
Agu,ada, Puerto Rico 

C-0mpliance 

We have audited the compliance of Municipality of Aguada, Puerto Rico (the Municipality) with the types 
of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs for the yeli.r ended 
June 30, 2004. The Municipality's major federal program is identified in the summary of auditor's results 
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements 
of laws, regulations, contracts and grants applicable to its major federal program is the responsibility of the 
Municipality's management. Our responsibility is to express an opinion on the Municipality's compliance 
based on our audit, 

The Municipality's basic financial statements include the operations of Jardines de Aguada Project which 
expended $2,250,079 in federal awards, as described below, which are not included in the schedule of 
expenditures of federal awards during the year ended June 30, 2004: 

Federal Grantor/Program Title 

US Department of Agriculture: 
Rural Rental Housing Loans 

US Department of Health and Urban 
Development:· 
Section 8 Housing Assistance Payments 
Program - Special Allocations 

Federal 
CFDA 

Number 

l0.415 

14.195 

Expenditures 

s 1,912,523 

337,556 
$ 2,250,079 

Our audit, described below, did not include the operations of Jardines de Aguada Project because the 
Municipality engaged other auditors to perform an audit of the Project in accordance with OMB Circular 
A-133. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect on a 
major federal program occUlTed. An audit includes examining, on a test basis, evidence about the 
Municipality's compJiance with those. requirements and performing such other procedures, as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Out 
audit does not provide a legal detennination on the Municipality's compliance with those requirements. 

In our opinion, the Municipality of Aguada, Puerto Rico complied, in all material respects, with the 
requirements referred to above that are applicable to its major federal program for the year ended June 30, 
2004 . 
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Internal Control over Compliance 

The management of the Municipality is responsible for establishing and maintaining ·effective internal 
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we considered the Municipality's internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing out opinion on compliance and to 
test and report on internal control over compliance in accordance with OMB Circular A-133. 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the 
internal control that might be material weaknesses. A materia1 weakness is a reportable condition in which 
the design or operation of one or more of the .internal control components does not reduce to a relatively 
low level the risk that noncompliance with applicable tequirements of laws, regulations, contracts and 
grants caused by error or fraud that would be material in relation to a major federal program being audited 
may occur and not be detected within a timely period by employees in the nonnal course of performing their 
assigned functions. We noted no matters involving the internal control over compliance and its operation 
'that we consider to be material weaknesses. 

This report is mtended for the information of the management of the Municipality, Commonwealth and 
Federal awarding agencies, and pass-through entities and is not intended to be and should not be used by 
anyone other than the specified parties. However, this report is a matter of public record and its distribution 
is not limited. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year ended June 30, 2004 

Section I - Sunuuary of Auditor' s Results: 

Part I - Filla11cial Stat.ements 

Type of auditor's repon issued: 

l111emal control over financial reporting: 
• Matenal weaknesses identified? 

• Reportable condittons idenhfied 
tbnt are not considered to be 
matenal weaknesses? 

Noncompliance matenal to financial 
statements noted? 

Pan II - Federal Awards 

Internal control over major programs: 
" Matenal weaknesses tdl'lltified? 

• Reportable condit10ns identified 
that-are not considered to be 
material weaknesses? 

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

Audit findings disclosed that are reqUtred 
to he reported under Section 510( a) of 
OMB Circular A-133: 

ldenttfi'catton of maJor programs: 

Dollar threshol~ used to distinguish 
between type A and type B programs: 

Auditee qualified as low-risk auditee: 

0Unqualified opimon 
0 Adverse opinion 

l8J Yes 

0 Yes 

0 Yes 

0 Yes 

0 Yes 

18l'Unqualified opinion 
0 Adverse opinion 

0 Yes 

CFDANumber 
14.228 

!81 $300,000 

0 Yes 
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181 Qualified opinion 
0 Disclaimer of opinion 

0 No 

.181 None reported 

181 No 

(81 No 

t81 None reported 

D Qualified opinion 
D Disclaimer of opinion 

181 No 

Name of Federal 
Program or Cluster 

Community Development 
Block Grant - State's 
Program 

f2l No 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF AGUADA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 

Year ended June 30. 2004 

Section 11- Financial Statement Findings Reported in Accordance with Govemmsnt Auditil1g Standards: 

Jlefere1'te Number: 
4ren. 
T)ip1-·: 

Crite1·ia: 

Condition: 

2004 II-1 
Capital Assets 
Material Weakness 

The Municipality should have established internal control poficies and 
procedures in order to properly account for cap1tnl assets and to 
maintain adequate and updated inventory records. Accounting 
principles generally accepted in the United States of America require 
capital assets to be properly identifiedi valued and recorded in the 
Municipality accounting records and accordingly. reported in the 
basic financial statements. 

Our tests to the Municipality's capital asset records disclosed the 
following: 

(1). Land: 
Land represents I I% of net capital assets reported in the 
statement of net assets. We noted several items which, as part 
of the review process perfonned by the Municipality, were 
identified but not valued. In addition, for certain land parcels 
the Municipality did not provide supporting evidence of 
valuation costs and ownership. 

(2). Buildings and buildings improvements: 
As disclosed in prior year audit finding 2003 11-1 the 
Municipality has not provided sufficient and adequate 
evidence to support the valuation cost recorded on certain 
capital assets. In 3 of these cases related to buildings and 
buildings improvements there is a significant difference 
between costs recorded in the inventory records and costs 
supporting evidence provided by the Municipality. The 
Municipality has not performed procedures to properly 
determine and correct assets valuation. 

(3). Infrastructure: 
As of June 30, 2004 the Municipality disclosed in the 
infrastructure inventory an undetermina!:>le number of 
municipal roads on an aggregate amount of $858,88.S (net of 
accumulated depreciation of $2,576,655). These roads have 
not been identified, segregated and vaf ued by the 
Municipality. In addition, during the fiscal year 2003~2004 
the Municipality expended $1,348,839 on roads 
improvements, of which there was no determination of costs 
to be capitalized and costs to be considered as maintenance. 
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COMMONWEALTil OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued 

Year ended June 30, 2004 

Section II - Financial Statement Findings Reported in Accordance with Governme11t Auditing Standards: 

Reference Number: 200411-1- continued 

Cause: 

Effect: 

Recommendation: 

Views of responsible 
officials and planned 
corrective actions: 

(4). Vehicles. machinery and equipment: 
There is no evidence of a physical inventory on machinery 
and equipment in order to ascertain for existence and 
completeness of inventory. 

During fiscal year 2002-2003, the· Municipality performed a 
review of capital assets inventory records as pan of the 
implementation process to comply with the requirements of GASB 
Statement Number 34. This review was not fully completed as of 
June 30, 2004. 

The Municipality does not have sufficient and competent 
documentation to properly support the valuation, existence, 
completeness and rights and obligations applicable to certain 
general capital assets. Capital assets are the most significant assets 
of the Municipality and therefore, these exceptions have a 
significant impact on the government wide statements. 

The Municipality should complete the review of the capital assets 
inventory records, including establishing specific procedures in 
order to gather information about capital assets existence, 
ownership, valuation costs and completeness. The finance 
department should assign persoooel to record and maintain capital 
assets accounting records as required by accounting principles 
generally accepted in the United States of America and e.stab1ish 
and/or follow proper capitalization policies. This process should 
be completed soon enough to assure amounts be properly 
corrected and disclosed in next fiscal year's govemment wide 
financial statements, 

See accompanying corrective action plan submitted by 
management and included as part of this audit report 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Year ended June 30, 2004 

Financial Statement Findings Reported in Accordance with Govemment Auditing Sfa1tdards: 

Fiscal year 
ended 

June 30, 

,2003 

2002 

Finding 
No. 

2003 II-1 

2002 IT-1 

Condition 

The Municipality performed a review of capital 
assets inventory records in order to cottlply with 
requirements of GASB Statement Number 34. Our 
tests disclosed that the Municipality did not have 
adequate and sufficient evidence to support 
ownership, valuation, reasonability of depreciation 
expense and completeness of certain general capital 
assets. 

a. There is no proper reconciliation between the 
general ledger and the subsidiary records of 
property, plant and equipment as of June 30, 
2001. 

b. The construction in progress inventory was 
not recordeJ in the fixed assets records as of 
June 30, 2001. 
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Status 

Finding remains wiclear. See current year finding 
No. 2004 11-1 in the accompanying schedule of 
findings and questioned costs. 

Finding was cleared by the Office of Commissioner 
of Municipal Affairs of Puerto Rico (QC.AM), pass­
through grantor agency. 
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28 de marzo de 2005 

~td" EZtbr" Al11aitrJ11 tb 1!116Tt11 CiK.tGd 

c9"bitm1d cifuniciprrl de ~tk 
@jlcintr de/ ~/ctr/de 

Rodriguez, Rivera & Toro LLP 
P.O. Box l 080 
Mayagilez, Puerto Rico 00681 

Estirnado CPA, Toro: 

Adjunto Plan de Acci6n Correctiva en rela~i6n al hallazgo No. 2004-Il- l . 

Hon. Luis A. Echevarria Santiago 
Alcalde 

Luego de analizar el borrador y discutir el infonne de auditoria no tenemos objeci6n en 
que el mismo sea final. 

Cordialrnente: 

Alcalde 

..6pcrrttrdtJ SJ?, Agua-dtr, "'i2uertl7 <!K.iCd 00602 
Tels. 787-868-6400, 868-2112, 868-3120 •Fax 787-868-4600 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF AGUADA 
FINANCIAL STATEMENTS ANO INDEPENDENT AUDITORS' REPORT 

(WITH ADDITIONAL REPORTS REQUIRED UNDER THE OMB CIRCULAR A-133} 
Aguada, Puerto Rico 

PLAN DE ACCION CORRECTIVA 

lnfonne cte Auditoria al 6-30-2004 
Pertodo Monitoreado: 

Funcionario designado: Jose Armando Perez Sosa 

lndique: x PAC ICP 

Fecha: 23 de marzo de 2005 
Ano fiscal 2003-2004 

Puesto: Director de Finanzas Telefono: 787-868-3120 

ACCION CORRECTIVA 

Hallazgo No. 2004-11-1 El municipio designo al Sr. Wilson Garcia Hernandez empl.eado 
Durante el ano fiscal 2002-2003 el municipio reviso de la oficina de Auditoria lntema para realizar esta labor. 
el inventario de activos como parte de los requerimientos 
del GASS No. 34, a la fecha de este informe 
el municipio no habia terminado de entrar o identificar 
todas las propiedades. 

CERTIFI 

FIRMAV 
Jose Armando Perez Sosa- Director de Finanzas 
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RESULTADO 

Se esta realizando 

'3~~\ 
FECHA I 

28 DE MARZO DE 20C 5' 



• 

) 

• 



INTERNET REPORT ID: 158530 3/29/2005 OMB No. 0348-0057 

/' FOf\M SF.SAC U.S. DEPT. OF COMM.- Econ. end S1aL Admln~u.s. CENSUS BUREAlJ 
i\CTING AS COUECTING AGENT FO~ ($·2004) OFACE Of MANAGEMENT AND BUDGET 

Data Collection Form for Reporting on 
AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS 

for Flscal Year Ending Dat .. In 2004, 200S, or 2008 

~ Complete this form, as required by OMB Circular A-133, -Audits 
of States, Local Governments, and Non-Profit Organizations.• 

, '. 1 ::11 • ,, :t .', ) Federal Audit Clearlnghause 
1201 E. 10th Street 

'iEJ JeffeNanvllle. IN 47132 

~J I GENERAL INFORMATION (To be completed by •udltee, except for Items 4 1111d 71 
1. F'tScal period ending date for this submission 2. Type of Circular A-133 audit 

Month Day Year I 
1 !XI Slrigle audit 2 0 Program-specific audit oo I 30 

I 
2004 

Fiscal Period End Dates Must 
Be In 2004. 200S, or 2006 

3. Audit period covered 

aO Other- D 

4. FEDERAL Date received b~ 
GOVERNMENT Federal clearing use 

1 IXI Annual 20 Biennial Months USE ONLY 

5. Audhee Identification Numbara 
a. Primary Employer Identification Number (EIN) b. Are multiple EINs covered ln this report? 1 l&lYes 20No 

[ili]-1 ol41314 1 o l sl1 I c. If Part I, Item Sb = "Yes.• complete Part I. Item Sc 
on the continuation sheet on Page 4. I 

d. Data Universal Numbering System (DUNS) Number •· Are multiple DUNS covered in this report? 1 0 Yes 20No 

DJ-ITD-1 I I I I t. If Part I, Item Se= "Yes,• complete Part I, Item Sf 
on the continuation sheet on Page 4. 

&. AUDITEE INFORMATION 7. AUDITOR INFORMATION (To be completed by auditor) 

a . Auditee name a. Auditor name 
MUNICIPALITY OF AGUADA RODRIGU1=7 RIVERA & TORO LLP 
b . Auditee address (Number and street) b • Auditor address (Number and street) 

P.O. BOX517 P.O. BOX 1080 
City City 

AGUADA MAYAGUEZ 
State 

ZIP+
4

Codelolols lo l2l-l I I I 
State 

ZIP + 
4 

Code lo Io 1 s 1 s 11 I-I 1 I o 1 s 1 o PR PR 
c • Auditee contact c • Auditor contact 

Name Name 

MR. JOSE A. PEREZ-SOSA JOSE A. TORO-MERCADO, CPA 
Tiiie Title 

FINANCE DIRECTOR MANAGING PARTNER 
d. Auditee contact telephone d. Auditor contact telephone 

( 787 ) 868 - 2112 ( 787 ) 834 - 3100 
e. Audltee contact FAX e. Auditor contact FAX 

( 787) 868 - 0315 '7s1 ) 831 -2909 
f . Auditee contact E-mail f. Auditor contact E-mail 

JTORO@RRTLLP.COM 

9. AUDITEE CERTIFICATION STATEMENT - This is to 9· AUDITOR STATEMENT-The data elements and 
certify that, to the best of my knowledge and belief, the au<itee information Included In this form are lmlted to those prescribed 
has:~ engaged an auditor to perform an audit in accordance [t' OMB Circular A-133. The information included Jn Parts II and 
with provisions of OMB Circular A-133 for the period of the form, except for Part Ill, Items 7, 8, and 9a·91, was 
described in Part I, Items 1 and 3; (2) the auditor has completed transferred from the au<itor's report(s) for the period described 
such audit and presented a signed audit report which states that in Part I, Items 1 and 3, and Is not• eubstltute for such 
the a dit was conducted In accordance with the provisions of the report~>. The auditor has not performed any auditing procedures 
Circu lr; and, (3) the information included In Parts I, II, and Ill since the date of the auditor's r~(s). A copy of the reporting 
~ data collection form is accurate and complete. I declare package required by OMB Circu ar A· 133, which Includes the 
j that t ~ foregoing is true and correct. complete auditor's report(s), is available in i1S entirety from the 

,Signat~~g {jial 
Date audltae at the aci:1ress provided In Part I ot this form. As 
Month Day Yeiu.- required by OMB Circular A· 133, the information in Parts U 
o~ 130 1 0~ and ID of this form was entered in this form by the aucfrtor 

Printed Name of ceWng official 
based on information included in the reporti~ package. The 
auditor has not perfurmed any additional auditing procedllres In 

JOSE A. PEREZ- SOSA 
connection with the complelion of thts form. 

I 

Printed Title of certifying official Signature of auditor Date 
.tJ:drJY Month Day Year 

FINANCE DIRECTOR J;:.). -,1,1m ~I "/(;H; LJ 0 3 I 28' /o.J 
l..J u 



INTERNET REPORT ID: 158530 3/29/2005 

r lil:l.Wrn I FINANCIAL STATEMENTS (To be completed by auditor} 

1 • Type of audit report 

Mark either. 1 0 Unqualified opinion OR 

any combination of: 2 00 Qualified opinion 3 0 Adverse opinion 4 0 Disclaimer of opinion 

2. Is a •going concern• explanatory paragraph included in the audit report? 10Yes 200No 

3. Is a reportable condition disclosed? t 00 Yes 2 0 No - SKIP to Item 5 

4. Is any reportable condition reported as a material weakness? 1 00Yes 20No 

5 . Is a material noncompliance disclosed? 1DYes 200No 

l.ifiliht [Il] I FEDERAL PROGRAMS (To be completed by auditor} 

1. Does the auditor's report Include a statement that the audltee's financial , 
statements Include departments, agenciest or other organizational units 
expendin~ $500,000 or more in Federal awards ttiat have separate A-133 

1 OOves 20 No audits wh ch are not included in this audit? (AICPA Audit Guide1 Chapter 12) 

I 2. What Is the dollar threshold to distinguish Type A and Type B programs? 
1$ 300,000 

(OMB Circular A·133 §_ .520(b)) 

3. Did the auditee qualify as a low-risk auditee? (§_ .530) 10Yes 200No 

4. Is a reportable condition disclosed for any major program?(§_ .510(a)(1)) 10Yes 2 00 No -SKIP to Item 6 

5. Is any reportable condition reported as a material weakness?(§_ .510(a)(1)) 10Yes 20No 

6. Are any known questioned costs reported?(§_ .510(a)(3) or (4)) 10Yes 200No 

7. Were Prior Audit Findings related to direct funding shown In the Summary Schedule of 
Prior Audit Findings? (§_.31 S(b)) 10Yes 200No 

8. Indicate which Federal agency(ies) have current year audit findings related to direct funding or prior audit findings shown 
In the Summary Schedule of Prior Audit Findings related to direct funding. (Mark (X) all that apply or None) 

98 0 U.S. Agency for Inter-
national Development 

83 0 Federal Emergency 
Management Agency 

43 0 National Aeronautics and 98 0 Social Security 
Space Administration Acministration 

10 0 Agriculture 39 0 General Services Administration 89 0 National Archives and 19 0 U.S. Department 

23 D Appalachian Regional 93 0 Health and Human Services Records Administration of State 

Commission 97 0 Homeland Security 05 0 National Endowment for 20 0 Transportation 

11 0 Commerce 14 0 Housing and Urban 
the Arts 21 0 Treasury 

94 0 Corporation for National Development 06 0 National Endowment for e2 0 United States 
and Community Seivice 03 0 Institute of Museum and 

the Humanities Information Agency 

120 Defense Library Services 47 0 National Science 64 0 Veterans Affairs 

84 0 Education 1s 0 Interior 
Foundation ooOO None 

01 0 Office of National Drug 
81 0 Energy 1eO Justice Control PoUcy 0 Other - Specify· 

66 0 Environmental 110 Labor 59 0 SmaU Business I I 
Protection Agency 09 0 Legal Services Corporation Administration I I 

Each agency identified is required to recei'Ve a copy of the reporting package. 

In addition, one copy each of the reporting package is required for: 

• the Federal Audit Clearinghouse archives . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . !Kl 
• and, If not marked above, the Federal cognizant agency ........... .. . ... ... ... .... 0 

Count total number of boxes marked above and submit this number of reporting packages .... ! 1 I 

Page 2. FORM SF-SAC {S.2004) 



INTERNET REPORT ID: 158530 3/29/2005 (Page 3 • #1 of 1) 

, , :J·1 :llt(ID .. -_ I FEDERAL PROGRAMS - Continued 
-

9. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR to. AUDIT FINDINGS 

CFDANumber Research Major program 
Type(s) of Audit finding 

Federal I and Name of Federal Amount Direct 
Major 

II yes, type compliance reference 
Agency I Extension 2 develop- program expended award of audit' requirement(s)4 number(s)S 
Prefix1 I ment program 

report 3 
(a) I (b) lei {d) (e) (0 lal (h) (a) (b) 
I I 

10Yes 1 DYes 1 00 Yes 
1 I 

I COMMUNrrY DEVELOPMENT BLOCK GRANT·STATES 

I 
4 I 

0
228 200No PROGRAM $ 2,055,273 .00 200No 20No u 0 N/A 

I I 10Yes 100Yes 10Yes 
1 I 4: .871 200No SECTION 8 HOUSING CHOICE VOUCHERS $ 288,907 .00 20No 200No 0 N/A 

I I 10Yes 10Yes 1 OYes I I 
1 I 4 I .231 200No EMERGENCY SHELTER GRANTS PROGRAM $ 11,497 .00 200No 200No 0 N/A 

I 
I 

I 10Yes 10Yes 10Yes 
1 I . 0 I ,558 21Xl No CHILO ANO ADULT CARE FOOD PROGRAM $ 11,866 .00 2 IXJ No 2!EN0 0 N/A 

I 

10Yes 10Yes 10Yes I I 

9j I 
21Xl No $ 21Xl No 200 No 0 N/A 3 I .575 CHILD CARE AND DEVELOPMENT BLOCK GRANT 2n,1oa .oo 

I I 
10Yes 10Yes 10Yes 

al 
I 

4 I .186 21Xl No SAFE AND DRUG FREE SCHOOLS AND COMMUNffiES $ 58,633 .00 2 IXI No 2 IXI No 0 N/A 
I 

' I I 10Yes 10Y~ 10Yes 
81 3 I ,544 21X!No PUBLIC ASSISTANCE GRANTS $ 5,256 .00 200 No 200No 0 N/A 

I I 10Yes 10Yes l0Yes 
1 I I 

200 No LDCAL LAW ENFORCEMENT BLOCK GRANT 21il No 2IXIN0 0 N/A I 6 I .592 $ 9,683 .00 

I 
I 

10Yes 1 !XI Yes 10Yes I 
21 0 I .507 200 No FEDERAL TRANSIT FORMULA GRANTS $ 18,000 .00 20No 200 No 0 N/A 

I 
10Yes 10Yes 10Yes I I 

I 
I 20N0 $ .00 20No 20No I • 

TOTAL FEDERAL AWARDS EXPENDED ~ 
IF ADDITIONAL LINES ARE NEEDED. PLEASE PHOTOCOPY 

, 
$ 2,736 218 .00 

THIS PAGE, ATTACH ADDIT10NAL PAGES TO THE FORM, 
AND SEE INSTRUCTIONS 

1 See Appendix 1 of instructions for valid Federal Agency two-digit prefixes. 

2 Or other Identifying number when the Catalog of Federal Domestic Assistance (CFDA) number is not available. (See Instructions) 
3 If m~jor program Is marked "Yes,• enter only one letter (U.:: Unqualified opinion, Q = Qualified opinion, A = Adverse opinion, D = Disclaimer of opinion) corresponding to the 

type of audit report in the adjacent boX. If majorprogram is marl<ed "No,• leave the type of audit report box blank. 
4 Enter the letter(s) of all type(s) of compliance requll'ement(s) that!fply to audit findings (i.e., noncompliance, reportable conditions {Including material weaknesses), questioned 

costs, fraud, and other items reported under §_ .51 O(a)) report for each Federal program. 

A. Activities allowed or unallowed E. Eligibility I. Procurement and suspension L. Reporting 

B. Allowable costs/cost principles F. Equipment and real property management and debarment M. Subrecipient monitoring 

C. Cash management G. Matching, level of effort, earmarking J . Program Income N. Special tests and provisions 

O. Davis- Bacon Act H. Period of availability of Federal funds K. Real property acquisition and 0. None 
SN/A for NONE relocation assistanclt P. Other 
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c. list the multiple Employer Identification Numbers (EINs) covered in Uiis report. f. List the multiple DUNS covered in the report. 

1 6 6 - 0 4 3 4 0 5 7 21 - 41 - 1 N 1- A - 21 - -
2 - 22 - 42 - 2 - - 22 - -

3 - 23 - 43 - 3 - - 23 - -
4 - 24 - 44 - 4 - - 24 - -

5 - 25 - 45 - 5 - - 25 - -
6 - 26 - 46 - 6 - - 26 - -
7 - 27 - 47 - 7 - - 27 - -
8 - 28 - 48 8 - - 28 - -
9 - 29 - 49 - 9 - - 29 - -

10 - 30 - 50 - 10 - - 30 - -
11 - 31 - 51 - 11 - - 31 - -

12 - 32 - 52 - 12 - 32 - - -

13 - 33 53 - 13 - - 33 - --
14 - 34 - 54 - 14 - - 34 - -
15 - 35 - SS - 15 - - 35 - -
16 - 36 - 56 - 16 - - 36 - -

17 - 37 - 57 - 17 - - 37 - -

18 - 38 - 58 - 18 - - 38 - -

19 - 39 - 59 - 19 - - 39 - -

20 40 - - 60 - 20 - - 40 - -

IF ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM, AND SEE INSTRUCTIONS. 


