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CPA DIAZ-MARTINEZ, PSC 
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 

INDEPENDENT AUDITORS' REPORT 

To the Honorable IVlayoi' and 
Member of the Municipal Legislatu1·e 
Municipality of Aguada, Puerto Rico 

ENHANCtNCTH£ QyAUtYOF ACCOVNTINC.AVDITINCAND ATTUtATION !ERVICEI 

201 Gautier Benftet Avr. 
Consol/d11t1d Mall C-31 

POBox8369 
caguas. PR 00726-8369 

Phones: (787) 746-05101746-11851746-1370 
Fax: (787) 746·0525 

'pad/Um.rrtlnezOhotma/l.com 

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 (Municipality), as of and for the 
fiscal year ended June 30, 2005, which collectively comprise the Municipality's basic financial statements as listed 
in the Table of Contents. These financial statements are the responsibility of the Munlclpallty's management. Our 
responsibility 1s to express an opinion on these basic flnancial statements based on our audit. 

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 basic financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the basic financial statements. An aucit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall basic financial statements presentation. 
We believe that our audit provide a reasonable basis for our opinion. 

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

As more fully described in Note 16 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. 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 liatiililies of tile governmental activities is not reasonably determinable. 

In our opinion, except for the effects, if any, of such adjustments, as might have been determined to be necessary 
had we been able to obtain sufficient evidence to certain infrastructure capita! assets in governmental activities as 
explained in third paragraph, and except for the effect of not determining and recording the liabftity of the estimate of 
solid waste landfill post closure care costs as described in the fourth paragraph, the financial statements referred to 
in the first paragraph present fairly, in all material respects. the financial position of the governmental activities of the 
Municipality, as or June 30, 2005, and the respective changes in financial position, for the fiscal year then ended in 
conformity with accounting principles generally occepted in the United States of America. 

In addition, in our opinion, 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 funds information of the 
Municipality, as of June 30, 2005, and the respective changes in financial position, for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of America. 

Member ot Amtr1Gan lnstnut• ol Certified Public Accounltnts (AICPA) 
Puerto Rico Society ol Ctrtilled Public Accountants 

Enroled lft the AICPA Peer Review Program Since 1988 
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In accordance with Government Auditing Standards, we have also issued our report dated November 9, 2005 on our 
consideration of the Municipality's internal control over financial reporting on our test of its compliance with certain 
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered 
in assessing the results of our audit. 

The Management's Discussion and Analysis and budgetary comparison information on pages 4 through 11, and 30 
and 31, are not a required part of the basic financial statements but are supplementary information required by 
accounting principles generally accepted in the United States of America. We have applied certain limited 
procedures, which consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not audit the information and express no 
opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the Municipality's basic financial statements. The accompanying Schedule of Expenditures of Federal Awards is 
presented for purposes of addttional analysis as required by U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial 
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements 
taken as a whole. 

~(J fl St~ ::wt~ '015 <:.. 
CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
November 9, 2005 

2079458 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

As management of the Municipality of Aguada (the "Municipality"}, we offer the reader of the Municipality's financial statements 
this narrative overview of the financial activities of the Municipality for the fiscal year ended June 30, 2005. We encourage 
readers to consider the information presented here in conjunction with the Municipality's financial statements (beginning on 
page 12). 

HIGHLIGHTS 

Financial Highlights 

1. The assets of the Municipality exceeded its liabilities at the close of the current fiscal year by $27.69 million (net assets). 

2. As of June 30, 2005, the Municipality's General Fund (the primary operating fund) reported a fund balance of $ 1,211,294 a 
decrease of $ 742,519 in comparison with the prior year. Equivalent of 40% of this total amount, $484,517, is available for 
spending in future years. 

3. The Municipality's activity expenses increased $3.134 millions ($20,240,279 (2005) less 17,106,699 (2004) in comparison with 
prior year and revenues decrease in $609,292 ($17,574,607 (2004) less $16,965,315 (2005)). This increase in expenses is 
primarily due to more General Government Activities ($1,878,052 or 63% of the total increase). The results of activities for years 
2004·05 produced a decrease in net assets of $ 1,672,956 in this fiscal year. 

4. The total cost of the Municipality's mayor programs (CDBG) amounted to$ 2, 155,203. 

5. The investment in capital assets for this year is $1,571,241 representing an increase of 5% in comparison with prior year as 
restated. 

6. Loans principal payments were $374,702, decreasing long-term debt. The balance due for compensated absences decreased by 
$378,753 ($ 1,841 ,963 (2004) $1,470, 158 (2005)) during this fiscal year. 

7. Resources available for appropriation were $ 189,991 less than budgeted for the General Fund. 

8. Is important to note that in Statement of Revenue, Expenditures, and change in Fund Balance, we considered Capital Outlay of 
$181,579 & a Principal Dept Payment of $374,702, that amount not constituted an expense, but decrease the capacity payment of 
the Municipality. 

Municipality Highlights 

o The Municipality continued the construction Improvements of track bleachers. Improvements are expected to be finish during next 
fiscal year. 

e The Municipality continued the construction of a Gymnasium in a Passive Recreational Area, in an effort to complete it in the next 
fiscal years. These facilities will provide sports and recreational activities to adults and all families. This facilities was constructed 
with fund from CDBG (Economic Development Fund) and a Munic"al loan, this facilities has provided an economic benefits to the 
Municipality. 

o The Municipality began the construction of a Child's City (Parque Del Nino), expected to end in the next fiscal years. These 
facilities will provide educational and recreational activities to all families' children. We recommended operated this park with 
private organization, and implementation of a small charge to use these faclllties. 

o Is important to note that preceding facillties mentioned has a cost to operate, that increase the Municipality expenditures in the next 
fiscal year. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

0 General Funds is the fund used to operate the Municipality, this fund decrease by $742,519 in comparison with the preceding fiscal 
year. 

USING THIS ANNUAL REPORT 

The new financial staiement's focus (implemented last year) is on both the Municipality as a whole (government-wide) and on the major 
individual funds. Both perspectives (government-wide and major fund) allow the user to address relevant questions, broaden a basis for 
comparison (year to year or government to government) and enhance the Municipallty's accountability. The basic financial statements 
comprise three components: 

1. Government-wide financial statements 
2. Fund financial statements 
3. Notes to the financial statements 

Government-wide Financial Statements 

Our analysis of the Municipality as a whole begins on page 12. One of the most important questions asked about the Municipality's finances 
is "Is the Municipality as a whole better off or worst off as a result of the year's activities?• The Statement of Net Assets and the Statement of 
Activities report information about the Municipality as a whole and about its activities in a way that helps answer this question. These 
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the accounting used by most private
sector companies. Accrual of the current year's revenues and expenses are taken into account regardless of when cash is received or paid. 

The Statement of Net Assets (see page 12), since last year, combines and consolidates governmental fund's current financial resources 
(short-term expendable resources) with capital assets (note: infrastructure incurred before July 1, 2002 will be added later) and long-term 
obligations. You can think of the Municipality's net assets as one way to measure the Municipality's financial health, or financial position. In 
future years, increases or decreases in the Municipality's net asset are one indicator of whether its financial health is improving or 
deteriorating. You will need to consider other non-financial factors, however, such as changes in the Municipality's property tax and 
municipal license tax bases and the condition of the roads and buildings, among others, to assess the overall health of the City. 

The Statement of Activities (see page 13) is focused on both the gross and net cost of various activities which are supported by the 
Municipality's property tax, municipal license tax and other revenues. This is intended to summarize and simplify the user's analysis of cost 
of various governmental services. 

The Governmental Activities reflects the Municipality's basic services, including the municipal police, public works, garbage disposal, 
community services and general administration. Property tax, municipal license tax, state and federal contributions finance most of these 
services. 

Fund Financial Statements 

Our analysis of the Municipality's major funds begins on page 14. A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. 

The Governmental Major Fund (see page 14) presentation provides detailed infonnation about the most significant funds, not the 
Municipality as a whole. The Municipality uses fund accounting to ensure and demonstrate compliance with finance-related legal 
requirements. 

The Municipality's basic services are reported in governmental fll"lds, which focus on how money flows into and out of those funds and the 
balances left at year-end that are available for spending. These funds are reported using an accounting method called modified accrual 
accounting, which measures cash and all other financial assets that can readily be converted to cash. The governmental fund statements 
provide a detailed short-term view of the Municipality's general government operations and the basic services It provides. Governmental fund 
information helps you determine whether there are more or fewer financial resources that can be spent in the near future to finance the 
Municipality's programs. We describe the relationship (or differences ) between governmental activities ( reported In the Statement of Net 
Assets and the Statement of Activities ) and governmental funds in a reconciliation beside the fund financial statements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Notes to the Financial Statements 

The notes provide additional information that is essential to a full understanding of the data provided in the government-wide and fund 
financial statements can be found on pages 18 through 29. 

Infrastructure Assets 

The Municipality implemented the major model portions of GASB Statement No. 34 during the last and current fiscal year. Historically a 
government's largest group of assets (infrastructure-roads, bridges, drainage systems, underground pipes, etc.) have not been reported nor 
depreciated in governmental financial statements. The new statement requires that these assets be valued and reported within the 
Governmental column of the Government-wide Statements. Additionally, the government must elect to either (a) depreciate these assets 
over their estimated useful life or (b) develop a system of asset management designed to maintain the service delivery potential to near 
perpetuity. The Municipality elected to depreciate these assets, which are planned to be included for fiscal year 2005-2006. 

GOVERNMENT-WIDE STATEMENT 

Statement of Net Assets 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the case of the Municipality, 
assets exceeded liabilities by $27.70 million at the close of the recent fiscal year. The following table reflects the condensed statement of Net 
Assets compared to prior year as restated. 

Table 1 

Current and other assets 
Capital assets 

Total assets 
Current and other liabilities 
Long-term debt outstanding 

Total liabilities 
Net assets: 

Invested in capital assets, net of debt 
Restricted 
Unrestricted 

Total net assets 

Net Assets 
(In millions) 

5 

Governmental 
Activities 

2005 2004 

$ 8.3 
32.2 

..4M. 
2.3 

10.5 
jgJl 

23.7 
5.4 

...11:.fil 
UUQ 

$ 9.1 
30.8 
39.9 

2.5 
.J.19.. 

13.5 

23.9 
3.7 

.ill) 
~ 



COMMONWEALTH OF PUERTO RICO 
MUNCIPAUTY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Components of Net Assets 

35 30 _ ___ ,,.._ 

25 
20 •..r-----t 
15 10 ____ ..,. 

5 
o~..__. 

Current and Capital Long-term other 
other assets assets debt llabllltie• 

outstanding 

For more detailed infonnation see the Statement of Net Msets (page 12). 

The largest portion of the Municipality's net assets (80 percent) reflects its investment Jn capital assets (e.g., land, buildings, equipment), Jess 
any related debt that Is still outstanding used to a<XJJire those assets. The Municipality uses these capital assets to provide services to 
citizens; consequendy, these assets are not available for future spending. Although the Municipality's investment in its ~Ital assets is 
reported net of related del.X, ft should be noted that the l9SOUrC8S needed to repay this debt must be provided from other sources, since the 
capital assets themselves cannot be used to rrquldate these liabilities. 

An additional portion of the Municipality's net assets (40 percent) R3presents resources that 819 suqect to extemal restrictions on how they 
may be used. The remaining portion of the Municipality's net assets (negative 5 percent) of unrestricted deficit ls more related to the effect d 
the new financial statements focus, than on the availablDty cl resources that may be used to meet the Municipality's ongang obligations to 
citizens and crecltors, Slbject to certain law requirements. For example, the 19Stricted balance for vested compensated absences 
established ls for the t<ial vested amount as of 6/30l2005, rather than by the final amount that is going to be paid in the fUttJe that usually is 
less than 19Stricted <ile to vacation and sick leave taken over accumulated. Also the valuation of the capital assets under the new financial 
statements focus and the method used to compute its accumulated depmciation 819 factors of consideration to understand the unrestricted 
deficit 
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COMMONWEALTH OF PUERTO RICO 
MUNCIPAUTY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Statement of Activities 

The following schecille compares the revenues and expenses for the current and previous fiscal year. 

Table2 

REYENUES 

Program Rewnues: 
Charges for services 
Federal grants-operating 

General Revenues: 
Prq:>erty taxes 
Municipal license tax 
Licenses and pennits 
Intergovernmental 
Rent 
Others 

Total Revenues 

EXPENSES 

Program Expenses: 
General government 
Public safety 
Public works 
Cuture and Recreation 
Sanitation 
Human Services and welfare 
Urban Developnent 
Ptbllc Instruction 
Interest on long.term debt 

Total Expenses 

Increase (Decrease} in Net Assets 

Revenues 

Changes In Net Assets 
On mlllons) 

Governmental 
Activities 

2QQ§ 
$ 0.29 

5.16 

1.44 
1.15 
0.38 
7.23 
0.05 

.M2 
16.12 

$ 7.27 
o.n 
2.30 
1.21 
2.37 
2.10 
1.10 
.12 
~ 
11.n 

~ 

2004 
$ 2.91 

2.98 

3.47 
1.14 
0.00 
6.17 
0.00 

...2§§ 
17.33 

$ 6.26 
0.74 
4.48 
1.30 
0.00 
2.00 
0.00 
0.00 

.Q.§Q 
15.38 

~ 

The decrease in property taxes can be attributable to normal economic environment The largest portion cl the Municipality's revenue (45 
percent) represents Intergovernmental revenue. Such revenue consists primarily cl funds received from de Corrrnonwealth of Puerto Rico, 
"In lieu of tax" payments from the quasl-pti>lic corporation, the Puerto Rico Bectric Power Authority, and federal financial assistance 
received from federal government The overall increase cl 0.86% without the pol1ion attributable to taxes and grants approximates inflation. 
An additional portion of the Municipality's revenue (32 percent) reflects Its federal grants. Grants (federal and state) are considered recurring 
revenues, although minor changes from year to year are considered normal. 
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COMMONWEAL'llt OF PUERTO RICO 
MUtlaPAUTY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Expenses 

Revenues by Source - Governmental Activities 2004-05 

Uc. & Permit 
4% 

Rent 
1%·,..;;::::;:..;;;;a 

D Property taxes & Mpal 
Property taxes & License Tax 
Mpal Ucense Tu 

12% • Federal grants 

O Intergovernmental 
Federal grants 

26% 
DRent 

• Lie. & Permit 

Total cost of all programs and 8efVlces increased by $2.39 millions. For the most part. ifla'88SeS in expenses paralleled inflation and growth 
in the demand for services. One sigrificant variance 00wever1 was an increase In sanitation. Tcble 3 compares the cost of each of the 
Municipality cl Aguada largest programs with prior year. 

Table3 
Governmental Activities 

~nMlllon1) 

Public wot1<s 
Culture and Recreation 
Sanitation 
Human services and welfare 
Urboo development 
Public instruction 
All others 

Totals 

Tota cost 
Of services 

2005 2004 

$2.30 $4.48 
1.21 1.30 
2.37 0.00 
2.10 2.00 
1.10 0.00 
.12 0.00 
8.57 7.60 

$17.n $15.38 
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COMMONWEALTH OF PUERTO RICO 
MUNIQPAUTY OF AOONJA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISC.Al YEAR ENDED JUNE 30, 2005 

Expenses by Use - Governmental Activities 
2004-05 

50% 

40% 

30°k 

20°k 

10% 

0% 

THE MUNJCIPAl.l'TY'S FUNDS 

Goverrmental Funds 

All others 

As of the end d the current fiscal year, the Municipality's goverrrnental funds (as presented on the balance sheet on pages 14 and 15} 
reported a combined fund balance of $4.1 mllllon which Is below last yea~s total d $6.9 mllllon. Sane of the govemnental funds are capital 
expendture oriented and, therefore, may reflect captal expendilUres. The General Fund experienced a $742,519 decrease from a fund 
balaice of $1,953,813 in the previous year to $1,211,294 at the end of the current year. The prinaJy reason for the Govemmert fund's 
deficit in the current yesr was an excess d expen<itures aver revenues from the rm-major funds of $2, 161,018, and a contribution (transfer) 
of $161,218 to the non-majorfUnds. 

BuctJetary Highlights 

During the current year, the MuriclpB Legislature revised the Municipality's budget severa times Increasing the original budget by$ 550,364 
thousands (see page 30 for budget to actual COl'll>Clrisons). The cullellt year ~lions resulted in a $ 1.5 milion net loss. 

9 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

At June 30, 2005, the Municipality had $ 32.20 million invested in a variety of capital assets, as reflected in the following table, which 
represents a net increase (additions less retirements and depreciation) of$ 1.56 million or 5 % from the end of last year as restated. 

Table4 
Capital Assets at Year-end 

(Net of Depreciation, in millions) 

Governmental Activities 

Land 
Construction in progress 
Building and improvements 
Furniture, fixture, 
Equipment and vehicles 
Land Improvements 
Infrastructure 

Totals 

This year's major additions included (in millions): 

Improvements to construction of a Atletic Court 
Improvements to construction of a Children Play Ground 
Improvements to construction of a Gymnasium 
Improvement to Passive Recreation Park in Espinal 
Las Marias and Marney Basketball Court 
Board Walk in Guaniquilla 
Equipment and vehicles 

Debt Outstanding 

2005 2004 
$ 3.58 $3.58 

5.09 2.59 
17.54 18.15 

2.30 2.75 
.21 .23 

3.48 ~ 
$32.20 $30.80 

.67 
.63 
.40 
.18 
.18 
.15 
.20 

As of year-end, the Municipality had $1 O.S million in debt (bonds and other long-term debts) outstanding compared to the $11.9 million last 
year, an 11 o/o net decrease (considering new issues and debt retirement). 

Table 5 
Outstanding Debt at Vear-end 
(In millions) 

General obligation bonds and notes 
Debt to ASSES 
LIMS Debt 
Financing of Delinquent Accounts Debt 
Mortgage Payable 
Other Debts 

Sub-total 
Compensated absences 

Totals 

Governmental Activities 
2005 ~ 
$ 6.2 $6.6 
$0.0 $0.6 
$0.2 $0.3 
$0.3 $0.4 
$2.3 $2.0 
0.0 0.2 
9.0 10.0 
1.5 _u 

$10.5 $11.9 

The Municipality made principal payments of $ 0.4 million during the current year. 
10 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

The Municipality levies an annual special tax of 1.20% of the assessed value of real property located within the Municipality, which is not 
exempted by law. The proceeds of this tax are required to be credited to the Debt Service Fund for payment of general obligation bonds and 
notes of the Municipality. The amount of general obligation debt that the Municipality can issue is limited by law to 10% of the total 
assessment of the taxable property located within the boundaries of the Municipality. The outstanding general obligation debt of the 
Municipality of $ 1.6 million is below the legal limitation. More detailed information about the Municipality's long-term debts is presented in 
note 9 to the financial statement. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

The Municipality is a political legal entity with full legislative and administrative powers in every area of municipal govemment, with perpetual 
existence and legal personality, separate and independent from the central govemment of Puerto Rico. The Municipal Govemment 
comprises the executive and legislative branches. The Mayor and the legislative exercise the executive power by the Municipal Assembly, 
which has 14 members. The Mayor and the Municipal Assembly are elected every four years in general elections. 

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

The Municipality's elected and appointed officials considered many factors when setting the fiscal year 2005 budget. One of the factors is the 
economy, which is affected by the population, family income and unemployment growth of the Municipality. 

The Municipality has maintained a higher than average population growth compared to that of Puerto Rico for the period from 1990 to 2000, 
averaging annual gains of 12.7%. The average family income of families in the Municipality has been one of the lowest of any of the 
municipalities of Puerto Rico, and during the period from 1990 to 2000 the growth rate for average family income in the Municipality was 
comparable to that of Puerto Rico, averaging annual gains of 44.5%. The Municipality has an unemployment rate that compared favorable 
with the majority of the municipalities in Puerto Rico. As of June 30, 2005 the unemployment rate of the Municipality averaged 13.3% as 
compared to 10.6% in Puerto Rico (Source Department of Labor and Human Resources of the Commonwealth of Puerto Rico). 

The factors mentioned above, among others, were taken into account when adopting the Municipality's budget for fiscal year 2005-06. 
Amounts available for appropriations (revenues) in the General Fund Budget are $ 11 million, an increase of 9% over the 2004-05 original 
budget of $ 1 o million. Property taxes and other local charges for services, licenses and permits are expected to lead this increase. The 
Municipality will use the increase in revenues to finance programs we currently offer and to account for the effect that inflation will have on 
program costs. Budgeted expenditures are expected to rise slightly below of revenue increases. 

If these estimates are realized, the Municipality's budgetary General Fund balance is expected to increase modestly by the close of fiscal 
year 2004-05. 

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT 

The Municipality's financial statements are designed to present users (citizens, taxpayers, customers, investors 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 the report or need additional financial information, contact the Municipality's Director of Finance Office on the 2nc1 floor of the City Hall, 
Colon Street 11226, P.O. Box 517. Aguada, Puerto Rico 00602. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

STATEMENT OF NET ASSETS 

JUNE 30, 2005 

ASSETS: 

Cash and Investments ...................................................................................................................... . 
Cash with Fiscal Agent ..................................................................................................................... . 
Receivables (net): 
Property Taxes ............................................................................................................................... . 
Federal Grants ............................................................................................................................... .. 
Due from Governmental Units (Note 4) .......................................................................................... . 
Others (Note 5) .............................................................................................................................. .. 

Deferred Charges (Note 9) ............................................................................................................... . 

Capital Assets (Note 8): 
Land, Improvements, and Construction in Progress ...................................................................... .. 
Other Capital Assets, [Net of Depreciation] .................................................................................... . 

Total Capital Assets ........................................................ .............................................................. . 

TOTAL ASSETS ......................................................................................................................... . 

LIABILITIES: 

Accounts Payable and Accrued Expenses ....................................................................................... . 
Accrued Interest .............................................................................................................................. .. 
Claims and Judgments .................................................................................................................... .. 
Christmas Bonus ............................................................................ .................................................. . 
Deferred Revenue ... ......................................................................................................................... . 
Long-Term Liabilities (Note 9): 
Due within One Year ...................................................................................................................... . 
Due in More than One Year ............................................................................................................ . 

Total Liabilities ............................................................................................................................ . 

NET ASSETS 

Invested in Capital Assets, Net of Related Debt.. .......................................................................... .. 
Restricted for: 
Debt Service .................................................... ............................................................................. . 
Community Development Projects ............................................................................................... .. 
Other Purposes .............................. ............................................................................................... . 

Unrestricted (Deficit) ....................................................................................................................... . 

TOTAL NET ASSETS .................................................................................................................. . 

See accompanying Notes to Basic Financial Statements. 
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GOVERNMENTAL 
AcnvmEs 

$ 3,779,185 
1,955,978 

85,027 
1,952,952 

410,921 
74,374 

30,965 

8,678,062 
23,532,435 

32.210.497 

40,499,899 

686,718 
180,885 
305,547 
216,147 
911,866 

849,614 
9.652.204 

12.802,981 

23,748,090 

791,536 
1,576,818 
3,059,635 

(1.479, 161) 

$27,696,918 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

FUNCTIONS/PROGRAMS 

Governmental Activities: 

Governmental Activities: 

Mayor and Municipal Legislature .................... .. 
General Government. ....................................... . 
Public Safety .................................................... . 
Public Works .................................................... . 
Culture and Recreation ................................... .. 
Health and Sanitation ....................................... . 
Solid Waste Disposal ...................................... .. 
Human Services and Welfare ......................... .. 
Urban Development ......................................... . 
Public Instruction ............................................. .. 
Loss on Retirement of Capital Asset.. ............. .. 
Interest on Long-Term Debt... .......................... . 

ExPEHSES 

$ 645.406 
6,624,499 

1n,211 
2,289,193 
1,205,910 
1,356,578 
1 ,013,604 
2,070,369 
1,096,412 

117,307 
15,013 

514.n4 

CHARGES FOR 
SERvlcEs 

$ 
228,040 

PRoGRAM REVENUES 

OPERATING 
GRANTS AND 

CoNTRIBUTIONS 

$ 
2,004,149 

34,604 

1,846,431 
1,270,319 

CAPITAL 
GRAHTSAND 

CONTRJBITOONS 

$ 

Total Governmental Activities..................... $17.726.342 S 228.04Q S 5.155.§03 ..,$====-= 

General Revenues: 
Taxes: 
Property Taxes, levied for General Purposes ............................ .. 
Property Taxes, levied for Debt Service ..................................... .. 
Volume of Business Taxes ......................................................... .. 
Construction Tax ......................................................................... . 

Intergovernmental ......................................................................... . 
Rent. .............................................................................................. . 
Miscellaneous ............................................................................... . 

Total General Revenues ............................................................. . 

CHANGE IN NET ASSETS ....................................................... . 

Net Assets- Beginning of Year, As Restated (Note 17) ................. . 

NET ASSETS - ENDING OF YEAR ............................................ " .. 

See accompanying Notes to Basic Financial Statements. 
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NET (ExPENSE) 
REveNuE 

(SEE NEXT PAGE) 

($ 645,406) 
(4,392,310) 

(7n,277) 
(2,289, 193) 
(1,205,910) 
(1,321,974) 
(1,013,604) 

(223,938) 
173,907 

(1 17,307) 
(15,013) 

l514.n4) 

(12.342. 799) 

716,084 
725,867 

1,148,880 
378,878 

7,227,187 
49,126 

423,821 

10.669,843 

(1,672,956) 

29.369.874 

$27.69§.918 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

BALANCE SHEET - GOVERNMENT AL FUNDS 

JUNE 30, 2005 

ASSETS 

Cash and Investments (Note 2) ............................................................. . 
Cash with Fiscal Agent .......................................................................... . 
Receivables: 
Property Taxes .................................................................................... . 
Federal Grants ..................................................................................... . 
Due from Other Funds ......................................................................... . 
Due from Governmental Units ............................................................. . 
Others Receivables ............................................................................. . 

Total Assets ....................................................................................... . 

LIABILITIES AND FUND BALANCES 

Liabilities: 

Accounts Payable .................................................................................. . 
Accrued Interest ..................................................................................... . 
Due to Governmental Units ................................................................... . 
Due to Other Funds .............................................................................. .. 
Deferred Revenues: 

Volume of Business Tax ..................................................................... .. 
Intergovernmental- Commonwealth .................................................... . 
Federal Grants ..................................................................................... . 

Tolal Liabilities ...................................................................................... .. 

Fund Balances: 

Reserve For: 
Encumbrances ..................................................................................... . 
Debt Service ........................................................................................ . 
Other Purposes ................................................................................... . 

Unreserved ............................................................................................ . 

Total Fund Balances .............................................................................. . 

TOTAL LIABILITIES AND FUND BALANCES .................................... . 

See accompanying Notes to Basic Financial Statements. 

GENERAL SBGP 

$ 2,148,746 $ 1, 112 

1,854,209 
538,599 
172,074 
60,Q!l5 

I 2.9la.~2~ I :i.w,a21 

$ 525,987 $ 245,245 

99,404 
33,258 

910,665 
172,074 

1,576,818 

1,7~,130 1,855,~g1 

189,727 

1.021.567 

1.211,294 

I 2.91&.~~ I 1.~.a21 
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OTHER TOTAL 
DEBT GOVERNMENTAL GOVERNMENTAL 

SERVICE FUNDS FUNDS 

$ $ 1,629,327 $ 3,n9,185 
858,378 1,097,600 1,955,978 

85,027 85,027 
98,743 1,952,952 

538,599 
238,847 410,921 
1~,369 74 374 

I Ma.405 I 3101s IH!§ I §.zg1.036 

$ 325,000 $ 121,629 $ 1,217,861 
180,885 180,885 

99,404 
2,984 502,357 538,599 

910,665 
172,074 

1.201 1.578,019 

508,86l! 2g~,1!l7 4,6~,507 

189,727 
434,536 434,536 

2,453,699 2,453,699 
1.021.567 

434.536 2,453,699 4,099.529 

I ~.405 1 a.oZ§,!!§§ I §i79Z.006 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

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

JUNE 30, 2005 

Total Fund Balances - Governmental Funds (Page 14) ............................................................... . 

Amounts reported for Governmental Activities in the Statement of Net Assets (Page 12) 
are different because: 

Capital Assets used in governmental activities are not financial resources and therefore are 
not reported in the funds. In the current period, these amounts are: 

Non Depreciable Capita! Assets .......................................................................... $ 8,678,062 

Depreciable Capital Assets ................................................................................. . 
Infrastructure Assets ........................................................................................... . 
Accumulated Depreciation .................................................................................. . 

Total Capital Assets ................................................................................... .. 

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

Def erred Revenues ............................................................................................. . 

Some of the Municipality's revenues will be collected after year-end but are not available 
soon enough to pay for the current period's expenditures and therefore are deferred in 
the funds: 

CDBG .................................................................................................................. . 
Christmas Bonus Reimbursement ...................................................................... . 
Intergovernmental ............................................................................................... . 

Some liabilities are not due and payable in the current period and therefore are not reported 
in the funds. Those liabillties consist of: 

General and Special Bonds ................................................................................ . 
Note Payable - CRIM (LIMS} ............................................................................ .. 
Note Payable- CRIM (Doubtful Accounts} ........................................................ .. 
Christmas Bonus ................................................................................................. . 
Compensated Absences ..................................................................................... . 
Mortgage Payable ............................................................................................... . 

Total Long-Term liabilities ......................................................................... .. 

Total Net Assets of Governmental Activities (Page 12) ............................................................... .. 

See accompanying Notes to Basic Financial Statements. 
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35,191,337 
12,919,854 

(24.578.756) 

1,576,818 
108,074 

64.000 

(5,882,000) 
(286,087) 
(283,166) 
(216,147) 

(1.470, 158) 
(2.255.407) 

$ 4,099,529 

32,210.497 

30,965 

1,748,892 

(10.392.965) 

$2].696.918 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

GENSlAL SBGP 

REVENUES 

OTHER TOTAL 
DEBT GOVERNMENTAL GoVBlNMEHTAL 

SERVICE FUNDS FUNDS 

Property Taxes ..................................................................................... .. $ 716,084 $ $ 725,867 $ $ 1,441,951. 
Volume of Business Taxes .................................................................... . 
Federal Assistances .............................................................................. . 
Intergovernmental ............................................................................ .. .... . 
Licenses and Permits ........................................................................... .. 
Rent ....................................................................................................... . 
Miscellaneous ........................................................................................ . 

Total Revenues ..................................................................................... .. 

EXPENDITURES 

Current: 
Mayor and Municipal Legislature .......................................................... .. 
General Government ............................................................................. . 
Public Safety .......................................................................................... . 
Public Works ......................................................................................... .. 
Cutlure and Recreation .......................................................................... . 
Solid Waste Disposal ............................................................................ .. 
Heallh and Sanilalion ............................................................................ . 
Public Instruction ................................................................................... . 
Human Services and Welfare ................................................................ . 
Urban Development ............................................................................... . 

Capital Outlay .......................................................................................... . 
Debt Payment: 
Principal ................................................................................................. . 
Interest and Other Charges ................................................................... . 

Total Expenditures ................................................................................ .. 

OTHER FINANCING SOURCES (USES) 

Proceed of Note .................................................................................... .. 
Operating Transfers - In ...................................................................... .. 
Operating Transfers - Out .................................................................... . 

Total Other Financing Sources and Uses ............................................. .. 

Net Change in Fund Balances .............................................................. . 

Fund Balance - Begmning, as Restated (Note 17) ................................ .. 

1,148,880 

7,254,232 
378,878 
49,126 
~1,861 

1Q,l99,061 

543,964 
4,313,686 

715,482 
2,068,162 

915,316 

1,057,190 
45,044 

1,087,500 

34,018 

10,780,362 

(161.218) 

(161.218) 

(742,519) 

1.953,813 

FUND BALANCES - ENDING ................................................................ ~ 

~ ~JI>." o~ ~ 

See accompanying Notes to Basic Financial Statements. 
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2,155,203 

2,155,203 

1,063,548 

1,091,655 

2,155.203 

1,249,158 
(l.249, 158) 

' I 

725,867 

357,000 
379.708 

736,708 

(10,841) 

445,3n 

~.~ 

1,846,431 
2,004,149 

34,604 

3,885,184 

101,444 
2,840,217 

1,013,604 
5,499 

71,613 
848,264 

1,387,036 
147,561 

17,702 
135,066 

6.568,006 

360,586 
935,216 
<n3.998) 

521,804 

(2, 161 ,018) 

4.614,717 

1 2.453.§99 

1,148,880 
4,001,634 
9,258,381 

378,878 
49,126 

686,465 

1§,965,315 

645,408 
8,217,451 

715,482 
2,068,162 

915,316 
1,013,604 
1,062,689 

116,657 
1,935,764 
2,478,691 

181,579 

374,702 
514,n4 

20,240,279 

360,586 
2,184,374 
(2, 184,37 4) 

360,586 

(2,914,378) 

7,013,907 

I ~.Qil.529 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

Net Change in Fund Balances - Total Governmental Funds (Page 16) ...................................... . 

Amounts reported for Governmental Activities in the Statement of Activities (Page 13) 
are different because: 

Governmental funds report capita! outlays as expenditures. However, in the Statement of 
Activities the cost of those assets is allocated over their estimated useful lives and reported 
as depreciation expense. In the current period, these amounts are: 

Urban Development and Capital Outlay ............................................................ .. 
Depreciation Expense ......................................................................................... . 

Excess of Capita! Outlay over Depreciation Expense ................................. . 

Governmental funds only report the proceeds received in the disposal of assets. In the 
Statement of Activities, a gain or loss is reported for each disposal. Thus, the change 
In net assets differs from the change in fund balance by the cost of the disposed asset... ............. .. 

Governmental funds only report the proceeds received in the current financial resources 
are not reported as revenues in the funds ....................................................................................... .. 

Revenues in the Statement of Revenues that correspond to prior year resources are not 
reported as revenues in the Statement of Activities ......................................................................... . 

Repayment of long-term principal is expenditure in the governmental funds, but the repayment 
reduces Long-T errn Liabilities in the Statement of Net Assets. In the current year the 
repayments were . ........................................................................................................................... . 

Some expenses reported in the Statement of Activities do not require the use of current 
financial resources and therefore are not reported as expenditures in governmental funds. 
These activtties consist of: 

Decrease in Current Liabilities ........................................................................... .. 
Decrease in Christmas Bonus ........................................................................... .. 
Bond Issue Costs Amortization ........................................................................... . 
Increase in Christmas Bonus .............................................................................. . 
Decrease in Compensated Absences ................................................................. . 

Change in Net Assets of Governmental Activities (Page 13) ....................................................... . 

See accompanying Notes to Basic Financial Statements. 
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$ 2,993,812 
(1.422.571) 

187,864 
235,599 

(3,062) 
(216, 147) 
378.753 

($ 2,914,378) 

1,571,241 

(15,013) 

172,074 

(1,444,589) 

374,702 

583.007 

($ 1.672.956) 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The Municipality of Aguada, Puerto Rico (Municipality) was founded 
in the year 1775, and operates as a governmental unit of the 
Commonwealth of Puerto Rico, under the Law Number 81 of August 30, 
1991, known as "Autonomy Municipalities Law of the Commonwealth of 
Puerto Rico". The governmental system of the Municipality is composed 
of the executive and legislative bodies. The Mayor is the Chief Executive 
Officer and is elected every four years in the general elections of the 
Commonwealth of Puerto Rico. The legislative body consists of 14 
Legislators also elected in the general elections of Puerto Rico for a four· 
year period. 

The Municipality provides services such as: health, public works, 
sanitation, aids and services to low-income and elderly citizens, public 
safety, housing and urban development, culture and recreation, planning, 
zoning and other general and administrative services. 

The accounting policies of the Municipality conform to accounting 
principles generally accepted in the United States of America (GAAP) as 
prescribed by the Governmental Accounting Standards Board (GASS). 
The GASS is the standard-setting body for governmental accounting and 
financial reporting. The GASS periodically updates its codification of the 
existing Governmental Accounting and Financial Reporting Standards 
which, along wtth subsequent GASS pronouncements (Statements and 
Interpretations) constitutes GAAP for governmental units. The following is 
a summary of the more sigiificant of such policies. 

A. Financial Reporting Entity 

The accompanying basic financial statements include all departments 
and organizations units whose funds are under the custody and control of 
the Municipality. In evaluating the Municipality as a reporting entity, 
management has addressed all the potential component untts. The 
decision to include a potential component unit in the reporting entity was 
made by applying the provisions of GASBS No. 14, as amended by 
GASBS No. 39, Determining Whether Certain Organizations Are 
Component Units - an amendment of GASB Statement No. 14. 

The basic criteria for including a potential component unit within the 
reporting entity is if potential component units are financially accountable 
and other organizations for which the nature and significance of their 
relationship with the entity are such that exclusion would cause the 
Municipality's financial statements to be misleading or incomplete. The 
GASS has set forth criteria to be considered in detemiining financial 
accountability. These criteria include appointing a voting majority of an 
organization's governing body and (1) ability of the Municipality to 
impose its will on that organization or (2) the potential for the organization 
to provide specific financial benefits to, or impose specific financial 
burdens on the Municipality. 

GASBS No. 39 provided additional guidance to determine whether certain 
organization for which the primary government is not financially 
accountable should be reported as components units. A legally separate, 
tax-exempt organization should be discretely presented as a component 
unit ii all of the following criteria are met: (a) the economic resources 
received or 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 
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economic resources received or held by the separate organization, and; 
(c) the economic resources received or held by an individual organization 
that the specific primary government, or its component units, is entitled to, 
or has the ability to otherwise access, are significant to the primary 
government. 

There are two methods of presentation of the component unit in the 
financial statements: blending - the financial data of the component unit's 
balances and transactions In a manner similar to the presentation of the 
Municipality's balance; and discrete - presentation of the component 
unit's financial data in column separate from the Municipality's balances 
and transactions. 

The relative importance of each criterion must be evaluated in ligit of 
specific circumstances in order to determine which components units are 
to be included as part of the reporting entity. Our specific evaluations of 
the criteria applicable to the Municipality indicate no organizations meet 
the criteria to be included as component units. Accordingly, these basic 
financial statements present only the Municipality as the reporting entity. 

These financial statements present the respective financial position of the 
governmental activtties, each major fund, and the aggregate remaining 
fund information of the Municipality, as of June 30, 2005, and the 
respective changes in financial position, where applicable, thereof for the 
fiscal year then ended. 

The basic financial statements includes the operations of Jardines de 
Aguada Project (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 US 
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 significant portion of the Project's rental income is received 
from HUD. The Municipality 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. 

B. Financial statement Presentation 

The basic financial statements include both government-wide (based on 
the Municipality as a whole) and fund financial statements. While the 
previous financial reporting model emphasized fund types (the total of all 
funds of a particular type), in the new financial model the focus is on 
either the Municipality as a whole, or major individual funds (within the 
basic financial statements). Both the government-wide and fund financial 
statements (within the basic financial statements) categorize primary 
activities as either governmental or business type. 

Government-wide Flnanclsl Statements 

The government-wide financial statements (the Statement of Net Assets 
and the Statement of Activities) report information of all the activities of 
the Municipality. For most part, the effect of inler1und activity has been 
removed from these government-wide financial statements. 
Governmental activities are normally supported by taxes and 
intergovernmental revenues. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC RNANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

B. Anancial Statement Presentation (continuation) 

Business-type activities, which rely to a significant extent on fees and 
charges for support, are not reported seen the Municipality don't have 
such activities. 

The focus of the Statement of Net Assets is desigied to be similar to 
bottom line results for the Municipality and its governmental activities. 
This statement, for the first time, combines and consolidates 
governmental fund's current financial resources (short-term spendable 
resources) with capital assets and long-term obligations. 

The Statement of Net Assets presents the reporting entities' assets and 
liabilities, with the difference reported as net assets. Net assets are 
reported in three categories: 

• Invested in Capital Assets, Net of Related Debt - These 
consists of capital assets, net of accumulated depreciation and 
amortization and reduced by outstanding balances for bonds, 
notes, and other debt that are attributed to the acquisition, 
construction, or improvement of those assets. 

• Restricted Net Assets - These result when constraints placed 
on net assets use are either externally imposed by creditors, 
grantors, contributors, and the like, or imposed by law through 
constitutional provisions or enabling legislation. 

• Unrestricted Net Assets - These consist of net assets which 
do not meet the definition of the two preceding categories. 
Unrestricted net assets often are designated, to indicate that 
management does not consider them to be available for 
general operations. Unrestricted net assets often have 
constraints on resources that are imposed by management, 
but can be removed or modified. 

When both restricted and unrestncted resources are available for use, 
generally it is the Municipality's policy to use restricted resources first, 
then the unrestricted resources as they are needed. 

The Statement of Activities demonstrates the degree to which the direct 
expenses ol a given function or segment is offset by program revenues. 
Direct expenses are those that are dearly identifiable with a specific 
function or segment. Program revenues include 1) charges to customers 
or applicants who purchase, use or directly benefit from goods, services, 
or privileges provided by a given function or segnent, and 2) grants and 
contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment. Taices and other items 
not properly included among program revenues are reported instead as 
general revenues. 

Governmental Fund Financial Statements 

The fund financial statements (the Balance Sheet, the Statement of 
Revenues, Expenditures, and Changes in Fund Balance Net Assets) are, 
in substance, very similar to the financial statements presented in the 
previous financial reporting model. Emphasis here is on the major funds 

19 

in the governmental category. Non-major funds are summarized into a 
single column. 

Traditional users of governmental financial statements will find the Fund 
Financial Statements presentation more familiar. The locus is on Major 
Funds, rather than the previous financial model's fund types. This is the 
manner in which these funds are nonnally budgeted. This presentation 
deemed most appropriate to (a) demonstrate legal and covenant 
compliance, (b) demonstrate the source and use of liquid resources, and 
(c) demonstrate how the Municipality's actual experience confonns to 
the budgeted fiscal plan. 

Since the governmental fund statements are presented in different 
measurement focus and basis of accounting than the govemment·wide 
statements, reconciliation is presented and separate explanation for each 
differences. 

The Municipality reports its financial position (Balance Sheet) and 
results of operations (Statement of Revenues, Expenditures and 
Changes in Fund Balance) in funds, which are considered separate 
accounting entities. The operations of each fund are accounted for within 
a set ol self-balancing accolllts. Fund accounting segregates funds 
aCCOl'dlng to their intended purpose and is used to aid management in 
demonstrating compliance with legal, financial, and contractual 
provisions. 

Required Supplementary Information 

Required supplementary infonnalion consists of the Management 
Discussion and Analysis - a narrative introduction and analytical 
overview of the Municipality's financial activities. Also consists of the 
Budgetary Comparison Schedule - General Fund (see Section D of Note 
1) as required by GASB. 

C. Measurement Focus and Basis of Accounting 

Government-wide Financial Statements 

The government-wide financial statements (the Statement of Net Assets 
and the Statement of Activities) are reported using the economic 
resources measurement focus and the accrual basis of accounting. 
Revenue is recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows. Grant 
and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met. 

Governmental Fund Financial Statements 

The governmental fund financial statements are reported using the 
current financial resources measurement focus and the modified accrual 
basis <i accounting. Revenues are recorded when susceptible to accrual; 
as soon enough thereafter to pay liabilities of the current period. For this 
purposes, the government considers revenues to be available if they are 
collected within sixty (60) days of the end of the current period. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2005 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(continuation) 

C. Measurement Focus and Basis of Accounting (continuation) 

In applying the •susceptible to accrual" concept to intergovernmental 
revenues (federal grants) pursuant to GASBS No. 33, Accounting and 
Financial Reporting for Nonexchange Transactions (the Municipality may 
act as either provider or recipient), the provider should recogiize liabilities 
and expenses and the recipient should recognize receivables and 
revenue when the applicable eligibility requirements including time 
requirements, are met. Resources transmitted before the eligibility 
requirements are met should, under most circumstances, be reported as 
advances by the provider and deferred revenue by the recipient. 

There are essentially two types of revenue. For the majority of grants, 
money must be expended by the Municipality on the specific purpose or 
project before any amounts will be reimbursed. Revenue is, therefore, 
recognized as expendttures are incurred to the extent available. For the 
other revenue, moneys are virtually unrestricted and are generally 
revocable only for failure to comply with prescribed compliance 
requirements. These resources are reflected as revenue at the time of 
receipt or earlier if the susceptible to accrual criteria is met. 

Expenditures are generally recognized when the related liability is 
incurred, as under accrual accounting. The exceptions to this general rule 
are the compensated absences and claims and jlJC9nents, if any, that 
are recorded only when payment is due. 

Property taxes, volume of business taxes, licenses and permits, and 
interest associated wtth the current fiscal period are all considered to be 
susceptible to accrual and so have been recognized as revenues of the 
current fiscal period. all other revenue ttems are considered to be 
measurable and available only when cash is received by the 
Municipality. 

The Municipality reports the following major funds: 

General Fund - This is the general operating fund of the 
Municipality. It is used to account for all financial resources, 
except those required to be accounted for in another fund. 

SBGP Fund - This is the lund used to account for au the 
transactions of the State Block Grant Program. The primanly 
objectives of this program is to development of viable 
communities by providing decent housing, a suitable living 
environment and expanded economic opportunities, principally 
for persons of low and moderate income. 

Debt Service Fund - This is used to account for the 
accumulation of resources for, and the payment of long-term 
debt principal and interests. 

The non-major funds are combined in a single column in the fund 
financial statements. 

D. Budgetary Data 

The Municipality's annually adopts the Budget Resolution for all 
operating funds of the Municipality except for certain restricted accounts 
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Special Revenue Foods. Budgetary control is legally maintained at the 
fund level. The budget is prepared using the modified accrual basis of 
accounting with encumbrance included as budgetary basis expenditures. 
The Municipality's Budget Resolution provides transfer authority (1) to 
the Mayor and the Management and Budget Director, within and between 
departments and flllds, as long as the total budget of the Municipality 
(net of lnterfund transfers) is not increased; (2) to the Management and 
Budget Director to implement grant budgets as the grant applications are 
accepted by the Municipality; and (3) to the Management and Budget 
Director to amend (re-appropriate) each new yea(s budget, to the extent 
of outstanding encumbrances, and/or unexpended projecVgrant 
appropriations at year end. Municipality's Legislature action is required 
for (1) use of the budgeted Legislature contingency, and (2) the approval 
of a supplemental approprialion(s). During the year, several supplemental 
appropriations were necessary. 

The budget columns (original and final budgets) of the Budgetary 
Comparison - General Fllld reflect the original budget and the amended 
budget (which have been adjusted for legally authorized revisions of the 
annual budgets during the year). Appropriations, except remaining project 
appropriations, encumbrances, and unexpended grant appropriations, 
lapse at the end of each fiscal year. Amendments to the budget, includng 
transfers, require the approval of the MlDcipal Legslature. All 
enrunbrance appropriations in the operating budget lapse at the end of 
the fiscal year. 

Since the budgetary basis differs from accounting principles generally 
accepted in the United States of America (GAAP), actual amounts for the 
General Fund in the accompanying Budgetary Canparison Schedule, is 
presented on the budgetary basis to enhance comparability. 

The principal differences between the budgetary and GAAP bases are 
the following: 

1. Encumbrances are recorded as expenditures under the 
budgetary basis and as a reserve of fund balances under 
GAAP. 

2. Payments of encumbrances of prior year are recorded as 
expenditures under GAAP but not under the budgetary basis. 

3. lnterlund transactions of the General Funds are not included in 
the budgetary basis. 

4. Certain accrued Mabilities and other debts are not included in 
the budgetaly basis. 

5. Certain revenues susceptible to accrual, i.e., ~h measurable 
and available, are not included in the budgetary data. 

The special funds of the Special Revenue Fund have not been induded 
in the budgetary comparison because balances are not budgeted. Also 
the budget prepared for the Federal Financial Awards Programs included 
in the Capital Projects and Special Revenue Funds is based on a 
program period which Is not necessarily the same fiscal year. 
Accordingly, It's not practical to present an annual comparison of budget 
for such programs. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2005 

NOTE 1 SUMMARY OF SIGNIACANT ACCOUNTING POLICIES 
(continuation) 

E. cash and Investment 

The Director ol Flnance ol the Municipality is responsible for investing 
the available resources in certificates ol deposit and other short-term 
investments. Investments are made from the available combined funds of 
the Municipality and, accordingly, it is not practical to disclose 
certificates of deposit individually by fund in the combined financial 
statements. Interest earned on certificates of deposit and other short-term 
investments are recognized as revenue in the General Fund. Cash in the 
Special Revenue, Debt Service and Capital Project Funds are restricted; 
accordingly, resources available were not used for pool investments. 

Cash with fiscal agent represents property tax collections retained by the 
Municipal Revenues Collection Center and undisbursed proceeds ol 
certain bonds, loans or grants which are maintained in a cash custodian 
account by the Government Development Bank of the Commonwealth of 
Puerto Rico and is not coUateralized. 

Cash balance recogiized in the Debt Service Fund is restricted for the 
payment of the Municipality's obligations, and others are restricted for 
specific projects, such as the acquisition or construction of permanent 
improvements. This sinking fund is maintained by the Governmental 
Development Bank of Puerto Rico, agency which acts as the insurer and 
payer of the Municlpallty's bonds and notes issued in accordance with 
law. 

F. Receivable 

Receivable are stated nets of estimated allowances for uncoUectible 
accounts, which are determined upon past collection experience and 
current economic conditions. Receivable from Federal Government 
represents amounts owed to the Municipality for reimbursement of 
expenditures incurred pursuant to federally funded programs. 

G. Inventories 

The General, Special Revenue and Capital Project Funds, purchases 
office and printing supplies, gasoline, oil and other expendable supplies 
held for consumption. The cost of purchases is recorded as expenditure 
in the appropriate fund and the inventory is not recorded in the basic 
financial statements. 

H. Capital Assets 

Property, plant and equipment purchased or acquired is carried at 
historical cost or estimated historical cost. Contributed assets are 
recorded at lair market value as of the date received. The Municipality's 
capitalization levels are $1 on personal property. Infrastructure asses are 
capitalized based on a percentage of the estimated useful life. other 

I. Compensated Absences 

The Municipality accrues accumulated unpaid vacation and sick leave 
and associated employee-related costs when earned (or estimated to be 
eamed) by the employee. The Municipality's employees are granted 30 
days of vacations and 18 days of sick leave annually. Vacations may be 
accumulated up to a maximum of sixty (60) days and sick leave up to a 
maximum of ninety (90) days. In the event ol employee resignation, the 
employee is paid for accumulated vacation days up to the maximum 
allowed. Separation from employment prior to use of all or part of the sick 
leave terminates all rights for compensation, except for employees with 
ten years of service who are entitled to sick leave pay up to the maximum 
allowed. The Municlpallty accrued a liability for compensated absences, 
which meet the following criteria: 

1. The Municipality's obllgatioo relating to employee's 
rights to receive compensation for future absences is 
attributable to employee's services already rendered. 

2. The obligation relates to rights that vest or accumulate. 

3. Payment of the ccrnpensation is probable. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requirements as established by 
GASBS No. 16; the Municipality has accrued a liability for compensated 
absences, which has been eamed but not taken by Municipality's 
employees. For the government-wide statements, the current portion is 
the amount estimated to be used in the following year. For the 
governmental flllds statements, all ol the compensated absences are 
considered long-term and therefore, are not a fund liability and represent 
a reconciling item between the fund level and government-wide 
presentations (see Note 9). 

J. Insurance 

The Municipality has insurance coverage for its public facilities, primarily 
to provide protection from catastrophic losses. Also, principal officials of 
the Municipality are covered under various surety bonds. The Secretary 
of the Treasury Department of the Commonwealth of Puerto Rico is the 
agent commissioned to place all of the Municipality's insurance 
coverage. Corresponding premiums payable are withheld by the 
Municipal Revenue Collection Center from quarterty advances of annual 
property tax and subsidy send to the Municipality. 

costs incurred for repairs and maintenance is expensed as .-------------- --------, 
incurred. Major outlays for capital assets and improvements are TABLE 1 CAPITAL AssETs 
capitalized as projects are constructed. 

Depreciation on all assets is provided on the straight-line basis 
over the following estimated useful lives: (See Table 1) 

Buildings and Building Improvements 
Infrastructure 
Vehicles, Machinery and Equipment 
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YEARS 

15-50 
20-40 
10-15 

conUnue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2005 

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(conlfnuatlon) 

K. lnterfund Transactions 

lnterfund transactions are reflected as loans, reimbursements or 
transfers. Loans are reported as receivables and payables as appropriate 
and are subject to elimination upon consolidation. Reimbursements occur 
when one fund incurs a cost, charges the appropriate benefiting fund and 
reduces its related cost as a reimbursement. All other interfund 
transactions are treated as transfers. Transfers between governmental or 
proprietary funds are netted as part of the reconciliation to the 
government-wide columnar presentation. The Municipality has the 
following types of transactions among funds: 

Operating Transfers - Legally required transfers that are 
reported when incurred as transfers-in by the recipient fund 
and as transfers-out by the disbursing fund, wtth receivables 
and payables presented as amounts due to and due from other 
funds. Advances between funds are also presented as 
amounts due to and due from other funds. Transfer includes 
interest earned on restricted cash with fiscal agent in the Debt 
Service Fund and operating and capital improvement in other 

NOTE 2 CASH AND INVESTMENTS 

The Municipality maintains its cash depostts in commercial banks 
located in Puerto Rico. Under Commonwealth of Puerto Rico statutes, 
public funds deposited in commercial banks must be fully collateralized 
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 3 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, 2005: 

category 1: Insured or collaterized wtth securities held by the Secretary 
of Treasury agent's in the Municipality's name. 

Category 2: CoJlateralized wtth securities held by the pledging financial 
institution's trust department or its agents in the 
Municipality's name. 

Calegory3: Uncollateralized, including any bank balance that is 
collateralized wtth securities held by the pledging financial 
institution or by its trust department or agent by not in the 
Municipality's name. 

governmental funds which is translerred to the ----------------------------. 
General Fund; and principal and interest payments TABLE3 
of general long-term debt transferred from the 
General Fund to the Debt Service Fund. However, 
these transfers and related amounts receivables 
and payables are considered internal balances and 
activities that have been eliminated in the 
government-wide financial statements. 

L. Reservations of Fund Balance - Governmental 
Funds 

Deposits in 
Commercial Banks ........ 

Deposits in Credit Unions 
Deposits in 

Governmental Bank ...... 

Total .......................... . 

$2,578,281 
1,200,904 

CATEGORY 

2 

$ 

s:3 m l85 .s ==== 

3 

$ 

1,955,978 

Sj 955 978 

Reconclllatfon to Government-Wide Statement of Net Assets: 

Carrying amount of deposits in Commercial Banks and 

CARRYING BANK 
AMOUNT BALANCE 

$2,578,281 $2,591,266 
1,200,904 1,200,904 

1,9§§,278 2,4QQ,840 

S5ZMl~ ill llr3 am 

The governmental fund financial statements present fund 
balance reserves for those portions of fund balance (1) 
not available for appropriation for expenditures or (2) 
legally segregated for a specific future use. The reserves 
for related assets such as inventories and prepayments 
are examples of the former. Reserves for debt service 
and other specific purposes are examples of the latter. 

Credit Unions................................................................ $2,148,745 $1,630,440 $3,m, 185 
carrying amount ol deposits in Government Sank......... 1,955,978 1,955,978 

Total........................................................................... S2l48745 $3586418 !5735163 

M. Claims and Judgments 

The estimated amount of the liability for claims and judgnents, if any, 
which is due on demand, such as from adjudicated or settled claims, is 
recorded in the General Fund. 

N. Use of Estimates 

The preparation of the basic financial statements in conformtty wtth 
accounting principles generally accepted in the Untted States of 
America requires management to make estimates and assumptions 
that affect the reported amounts of assets and liabilities and 
disclosures of contingent assets and liabilities at the dale of the basic 
financial statements and the reported revenue and expenses during 
the reporting period. Actual result could differ from those estimates. 

During the year, the Municipality invested its funds in interest bearing 
bank accounts and short-term certificates of depostt. As June 30, 2005, 
the market value of investments recorded in General Fund approximated 
its carrying value as follow: (See Table 4) 

CERTIFICATE 
OF DEPOSIT 
ISSUEOBY 

Aguada Cooperative ............... . 
Aguada Cooperative .............. .. 
Aguada Cooperative .............. .. 
Popular Bank of Puerto Rico .. . 
Popular Bank of Puerto Rico ... 

TOTAL ................................ .. 
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PRINCIPAL 
NUlllER 

99920474 
99920475 
99920476 

1110000009 
1110000011 

INTEREST 
AMOUNT 

$ 400,000 
400,000 
400,904 
200,468 
850,489 

$? 25l 86l 

RATE 

2.60% 
3.50% 
3.50% 
2.00% 
3.56% 

TABLE4 
EXPIRATION 

DATE 

08-03-05 
11-03-05 
08-09-05 
09-05-05 
11-15-05 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 3 CUSTODIAL CREDIT RISK RELATED TO DEPOSITS 

As of June 30, 2005, the Municipality's custodial crecm risk was 
approximately $2.4 million, which is the bank balance of cash deposited 
at the Government Development Bank of Puerto Rico (GOV). These 
deposits are exempt from the collateral requirement established by the 
Commonweallh. 

Pursuant to the Investment Guidelines for the Commonwealth adopted by 
GOV, the Municipality may invest in obligations of the Commonwealth, 
obligations of the United States, certificates of deposit, commercial paper, 
banker's acceptance, or in pools of obligations of the municipalities of 
Puerto Rico, among others. 

NOTE 4 DUE FROM GOVERNMENTAL UNITS 

Following are the amounts due from governmental units as of June 30, 
2005: (See Table 5) 

TABLES 
DUE FROM GOVERNMENTAL UNITS 

Puerto Rico Department of Education ............................ . 
Puerto Rico Treasury Department (Christmas Bonus) .. .. 
Department of Labor and Human Resources ... ............. .. 

Total From to Governmental Units .... ................... . 

NOTE 5 OTHERS RECEIVABLES 

AMOUNT 

$ 64,000 
108,074 
~ 

~ 

As of June 30, 2005, the amount of $74,374 corresponds to rent, 
construction taxes and volume of business taices. 

NOTE 6 INTERFUND TRANSFER AND BALANCES 

A. INTERFUND TRANSFERS 

Transfers are indicative of funding for capital projects or debt service, and 
subsidies of various operations. (See Table 6) 

TABLES 
INTERFUND TRANSFERS WITHIN THE GOVERNMENT AL FUNDS 

SOURCES 

General Fund 

TRANSFEll TO 

Other Funds 

AMOUNT PURPOSE 

~ Specific project funding 

B. INTERFUND RECEIVABLE AND PAYABLE BALANCES 

lnterlund receivables and payables at June 30, 2005 are summarized as 
follows: (See Table 7) 
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NOTE 7 DUE TO OTHER GOVERNMENTAL UNITS 

As of June 30, 2005, balance due to other governmental units of the 
General Fund for services rendered to the Municipality, consists of the 
following: (See Table 8) 

TABLE S 

Water and Sewer Authority ............................................. . 
Puerto Rico Treasury Department... ............................... . 
Department of Labor and Human Resources ................. . 
Municipal Revenue Collection Center ........................... .. 
Others Agencies ............................................................. . 

INTERFUND 
RECEIVABLE 

General F llld 
General Fund 
General Fund 

Total 

Total Due lo Governmental Units ......................... . 

INTERFUND 
PAYABLE 

Other Funds 
SBGP 
Debi Service Fund 

TABLE7 
AMOUNT 

$ 502,357 
33,258 
2.984 

$ 5¥599 

AMOUNT 

$ 9,852 
16,754 
53,930 
15,918 
~ 

~ 

continue 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 8 CAPITAL ASSETS 

Capital Assets activities for the fiscal year ended June 30, 2005 was as 
follows (See Table 9) 

TABLE9 BALANCE 
JULY1, 

DESCRIPTION 2004 

Non-Depreciable Capital Assets: 
Land .......................................................... $ 3,580,336 
Construction in Progress .......................... 2,593,572 

Total Non-Depreciable Capital Assets ..... §,11a,ooa 
Depreciable Capital Assets: 

Buildings ................................................... 26,500,363 
Infrastructure ............................................ 12,919,854 
Vehicles, Machinery and Equipment.. ...... 8,251,995 
land Improvements .................................. 513,685 

Total Depreciable Capital Assets ............. 48,JaM97 

less Accumulated Depreciation: 
Buildings ................................................... (8,356,749) 
Infrastructure ............................................ (9.428,917) 
Vehicles, Machinery and Equipment ........ (5,509.423) 
Land Improvements .................................. (287,757) 

Total Accumulated Depreciation .............. (23,5~2,846) 

Total Depreciable Capital Assets (Net} .... 24,§03,051 

CAPITAL ASSETS, NET ....................... ~OZ,Z§~9 

Depreciation expenses were charged to governmental 
functions/programs as follows: (See Table 10) 

TABLE10 

General Government ...................................................... .. 
Public Safety ................................................................... .. 
Public Works .................................................................... . 
Culture and Recreation .................................................... . 
Health and Sanitation ....................................................... . 
Human Service and Welfare ............................................ . 
Urban Development ........................................................ .. 

AMOUNT 

$ 63,465 
61,795 

356,527 
457,594 
158,393 
107,288 
217,509 

Total Depreciation Expenses................................... $1 422 571 
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BALANCE 
JUNE30, 

Al>JusTMENTS AoomONS RETIREMENTS 2005 

$ 

(i 

$ $ $ 3,580,336 
(119,147) 2,623,301 5,097,726 

(11~.147) 2,§23,301 8,678,062 

167,000 26,667,363 
12,919,854 

(3,543) 203,511 (441,674) S.010,289 
513,685 

(3,~) 370,§11 {441,674) 48,111 ,191 

(764,595) (9, 121 ,344) 
(14,576) (9,443,493) 

(626,277) 426,661 (5,709,039} 
{17,123) (304,fil!O) 

(l ,422,571) 126,661 (24,QZ8,756) 

(3,543) {l ,052,060) (15,013) 23,532,435 

Jggg~) ~l~1~1 (i J~ Q13) ~'2Jg~~ 

NOTE 9 GENERAL LONG-TERM DEBTS 

A. GENERAL AND SPECIAL OBLIGATIONS BONDS AND NOTES 

The principal long-term obligations of the Municipality are general and 
special obligations bonds and notes issued to finance the construction 
and improvements of public facilities and purchase of equipment. The 
Municipality's obligations long-term debt retirements are appropriated 
and paid from resources accumulated in the Debt Service Fund (See 
Note 10). The special obligations long-term notes retirements are paid 
through retention made by the Municipal Revenue Collection Center from 
monthly advance of annual property tax and subsidy sent to the 
Municipality. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30. 2005 

NOTE 9 GENERAL LONG-TERM DEBTS (contl~tlon) The annual requirements to amortize the general and special obligations 
outstanding as of June 30, 2005 are as follows (See Table 11 ): 

General and special obligations bonds payable as of June 30, 2005, are 
comprised of the following individual issues: 

DESCRIPTION 

General Obllgatlons Bonds: 

$2,040,000, Series 1997, for oonslruclion purposes, 
payable in annual installments ranging from $45.000 
to $185,000, excluding variable inlerests up to 6.56% 

AMOUNT 

tlYough July 1, 2021 ................................................. ..... $1,765,000 

$910.000. Series 1998. for oonstruction purposes. 
payable in annual installments ranging from $20,000 
to $85,000, excluding variable interests up to 6.56% 
through July 1, 2020...................................................... 780,000 

$645,000, Series 1999, for purchase ct equipment 
payable in annual installments ranging from $100,000 
to $110,000, excluding variable inlerests i.p to 5.40% 
through July 1, 2005.................................. .................... 110,000 

$845,000, Series 2003, for construction purposes, 
payable in annual Installments ranging from $15,000 
to $70,000, excluding variable interests up to 6.50% 
through July 1. 2027................................................... .. . 815,000 

$635,000, series 2004, for construction aro purchase 
of equipment, payable In annual installments ranging 
from $10,000 lo $50,000, excluding variable interests 
up to 6.00% through July 1, 2028 .. ............................... 625.QOO 

Total General Obligations Bonds...................... .......... 4.095,QOO 

Special Obligations Bonds: 

$275.000. Series 1988, for C011struction p11pcses, 
payable in annual installments ranging from $12,000 
to $19,000, excluding interests of 5% through 
JtJ:y 1, 2012 ...... ............................................................. 114,000 

$125,000, Series 1989, for oonstruction plfPOS6s, 
payable in annual installments ranging from $6,000 
to $9,000, excluding variable Interests up to 6% 
through July 1, 2013........................ .............................. 58,000 

$460,000, Series 1991, for construction purposes, 
payable In anrual installments ranging from $40,000 
to $55,000, excluding variable interests up to 6.40% 
through July 1, 2006..................... ................................. 105,000 

$2,030,000, Series 1993, lor construction purposes, 
payable in anrual installments ranging from $55,000 
to $185,000, exert.ding variable interests up to 8.20"k 
through JtJ:y 1, 2018..... ................... .......... ...... .............. 1,590,000 

$350,000, Series 1994, for construction purposes, 
payable in annual installments ranging from $8,000 
to $26,000, excluding interests of 4.50% llvough 
July 1, 2018 ......................................................... .......... 245.00Q 

Total Special Obligatbns Bords........ ........................ 2.112.000 

Total General and Special Obligations................... $6 201 ooo 

TABLE 12 

TABLE 11 
YEAR ENDlt«J PRINCIPAL INTEREST TOTAL 

JUNE301 PAYMENT PAYMENT PAYMENT 

2006 $ 359,000 $ 383,708 $ 742,708 
2007 275,000 376,764 651,764 
2008 237,000 325,015 562,015 
2009 254,000 345,761 599,761 
2010 271,000 329,254 600,254 

2011-2015 1,603,000 1,483,685 3,086,685 
2016-2020 2,003,000 721,262 2,724,262 
2021-2025 840,000 365,000 1,205,000 
2026-2028 a§§,000 41,Q§Q 406,550 

TOTAL $ 6 ZCZQQQ s ~azl aaa $W 518 999 

B. BOND ISSUANCE COSTS (DEFERRED CHARGES) 

Sood issuance costs are reported as def erred charges and amortized as 
required by current standards. Governmental fund types reoognize these 
costs as expenditures during the current period. Those costs, whether or 
no! wtthheld from the actual debt proceeds received, are reported as 
expenditures in the appropriate fund. 

C. MORTGAGES PAYABLE 

Mortgages Payable consists of permanent residences loans provided by 
USDA·Aural Development. The land and buildings of the Project secure 
the mortgages notes. The mortgages are payable in monthly installments 
induding interest, through 2032 as follows: (See Table 12) 

NOTE 1 NOTE2 NOTE3 TOTAL 

Mortgage Interest Rate ................. 8.50% 10.75% 6.38% 
Subsidy Interest Rate ................... 6.50% 

Monthly Payment 2003.2004 ........ $ lgQZ§ s 
MontHy Payment 2004·2005 ........ $ lQD26 $ 

Balance June 30, 2004 ................. il 5Zll ll3 s 

Balance Jllle 30, roos ................. II fi!i! §QZ $ 

25 

8.75% 

2§6!! $ 

2!!§§ s 
~~Q f 
~61~ $ 

4.38% 

3§{! §llt! 

$ 12742 

s 12742 

$191?5?3 

5?255407 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 9 GENERAL LONG-TERM DEBTS (contlnuatlon) NOTE 10 DEBT RETIREMENT 

The maturates of the mortgages notes at June 30, 2005 for the next five 
(5) years and thereafter are as follows: (See Table 13) 

Revenues of the debt service fund consists of the ad-valorem property 
taxes which are recognized as revenue when collected from taxpayers 
arxl repated by the Municipal Revenue Collection Center of the 
Commonwealth of Puerto Rico to the Municipality (See Note 11). 

Year Ending 
June30, 

2006 
2007 
2008 
2009 
2010 

2011-2015 
2016-2020 
2021-2025 
2026-2030 
2031-2032 

TAl!l.E 13 
Aggregate 
ObUgation 

$ 19,320 
21,088 
23,019 
25,128 
27,431 

Undesignated Maturity 

179,906 
279,484 
434,869 
sn,975 
206,601 
360,586 

Less Current Portion 
2,255,407 

(19.320\ 

TOTAL $2 236 087 

0. OTHER LONG-TERN DEBTS 

Following are the Other Long-Term Debts (See Table 14)): 

TABLE 14 

DESCRIPTION 

Debt to ASSES ....................... . 
Note Payable - CRIM (LIMS) .. 
Nole Payable - CRIM 
(Delinquent Accounts) ........... . 
Christmas Bonus ..................... . 
Judgments and Legal Claims .. 
Compensated Absences ........ .. 

TOTAL .................................. . 

BALANCE 
JULY1, NEW 
2004 ISSUES 

$ 616,556 $ 
321,207 

383,314 
235,599 
30,000 

1,841,963 6,948 

$3 428 6.19 $ 6 948 

E. CHANGES IN GENERAL LONG-TERM DEBTS 

REmEIENTS 

AND 
AOJUSTIIENT 

$ 616,556 
35,120 

100,148 
235,599 
30,000 

378.753 

$13Q61?6 

These property la>cas are accumulated by the Municipal Revenue 
Collection Center in costs of the general obligations bonds issued by the 
Municipality (See Note 9). Payments are made to the Government 
Development Bank of the Commonwealth of Puerto Rico from sooh 
accumulated funds by the Municipal Revenue Collection Center of Puerto 
Rico. 

NOTE11 PROPERTYTAXES 

The Municipal Revenue Collection Center of the Commonwealth of 
Poorto Rico is responsible for the assessment of all real and personal 
propeny located within the Municipality and for the levy, administration 
and collection of the correspondng tax contributiOl'I. 

The property tax contribution is levied each year over the appraised value 
of the prcperty at the begming of the calendar year. The real property 
assessment Is based on the current value existing In the year 1957 and 
the personal property at the current value at the date of the assessment. 

BAl.ANC1' 
JUllE30, 

2005 

The tax rate per annum is 828% 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 
8.08% is paid by the taxpayer and .20% is reimbursed by the 
Puerto Rico Treasury Department). From the portion belon{jng to 
the Municipality, 6.00% and 4.00%, respectively, represents the 
Munlclpallty's basic tax rate that is appropriated for general 
purposes and therefore accounted for through the General Fund. 

$ 
286,087 

283,166 

JA70.J58 

S2@l411 

The remaining portion belonging to the Municipality of 1.25% ob 
both taxes represent the ad-valorem property taxes withheld by 
the Municipal Revenue Collection Center of the Commonwealth 
of Puerto Rico and restricted for debt service, which is accounted 
for through the Debi Service Fund (See Note 10). The 

Municipality has reached the maximum staMory tax rate limit for the 
basic tax while there is no limitation for the ad-valorem tax rate. 

The following is a sunmary of changes in long-tenn debts for the year 
ended June 30, 2005: (See Table 15) 

The Commonwealth of Puerto Rico grants complete real pr~erty tax 
exoneration on the first $15,000 has assessed valuation cri residential 
units occu led by their owners. However, the Municipality receives the 

~-------------------------''---o AMoUNTS AllOUNTS full amount levied, except for resldenttal units 
TABLE 15 BALANCE 

JULY1, 
DESCRIPTION 2004 

General Bonds $ 4,300,000 
Special Bonds. 2,249,000 
Mor1gage Pay.. 1,912,523 
Others Debts... 3,428 639 
TOTAL .......... s11 890 lfi? 

NEW 
ISSUES 

$ 

360,586 
6.948 

s 36Z5~ 

RETIREMENTS 
AND 

AOJUSTMENT 

$ 205,000 
137,000 
17,702 

1,3:92172 
~ l zssm 

BALANCE 
JutE30, 

2005 

$ 4,095,000 
2,112,000 
2,255,407 
2,039411 

llO 5QJ 8~~ 

oue WmtlN Due AFTER assessed at less than $3,500 on which a complete 
ONE YEAR NEXT YEAR exemption is granted. The Municipal Revenue 

$ 210,000 $ 3,885,000 
149,000 1,963,000 
19,320 2,236,087 

471,294 1.568. 117 

Collection Center, instead of the property taicpayer, 
becomes the source of payment in these cases. 

The Municipality grants a complete exemption Iran 
personal property taxes up to an assessment value of 

$ 849614 s 96S2 204 $50,000, to retailers with an annual net sales volume 
'----------- --- --- --------- --' of less than $150,000. The Municipal Revenue 
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Collection Center advances to the Municipality, on monthly payments, 
100% of the contribution assessed over prcperty for each fiscal year. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 11 PROPERTY TAXES 
(continuation) 

In accordance to Law, these advances will be contributions by the 
Municipal Revenue Collection Center from taxpayers. The Municipal 
Revenue Collection Center periodically infOITTls to the Municipality the 
amounts collected from taxpayers and applied to outstanding advances. 

The Municipality records as revenue in the General Fund the property 
tax contribution when received from monthly advances from Municipal 
Revenue Collection Center. 

Due to the fact that collections of property tax are applied to the advances 
ol property tax paid by the Municipality Revenue Collection Center, the 
amortization of the advance at end of year was not available due to that is 
in process of verification by external auditors. 

NOTE 12 VOLUME OF BUSINESS TAX 

The volume of business tax is levied each year based on the prior yea(s 
gross revenues for all commercial and industrial organizations doing 
business in the Municipality and which are not totally or partiaUy exempt 
from this tax under the Industrial Incentives Laws of the Commonwealth 
ol Puerto Rico. All taxpayers are required to file their declarations by April 
23 ol each year. The tax rates are as follows: 

a. 1.50% for financial institulions and savings and loan 
associations. 

b. 0.50% for all other organizations. 

Taxes are payable in two equal semi-annual installments on July 1 and 
January 1 following the date of levy. If they are paid with declaration, the 
taxpayer is granted a 5% ol discount. Collections of taxes during current 
fiscal year, applicable to the next fiscal year, are recorded as deferred 
revenues in the General Fund. 

NOTE13 INTERGOVERNMENTALREVENUES 

lntergoverrvnental revenues consist primarily of funds received from the 
Commonwealth of Puerto Rico, "in lieu of tax· payments from the quasi· 
public corporation, Puerto Rico Electric Power Authority, and federal 
financial assistance received from federal government. 

Grants and subsidies received from the Commonwealth of Puerto Rico 
and federal agencies include, among others, a general subsidy for urban 
development and capttal improvements. Intergovernmental revenues are 
accounted for through the General Fund except for those directly related 
to urban development and capital improvements, which are accounted for 
through the Special Revenue and the Capital Project Funds. Federal 
Financial Assistance is recorded in the Special Revenue Fund. 

Recognized as a special ttem is the legal case settlement from the Puerto 
Rico Electric Power Authority, a component unit of the Commonwealth of 
Puerto Rico. 
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NOTE 14 EMPLOYEE'S RETIREMENT PLAN 

The Employee's Retirement System of the Government of Puerto Rico 
and its Instrumentalities (ERS) is the administrator of a cost-sharing 
multiple-employer retirement system established by the Commonwealth 
of Puerto Rico. The ERS was created under the Act 447, approved on 
May 15, 1951, as amended, and became effective on January 1, 1952. 
ERS covers all regular employees of the Commonwealth ol Puerto Rico 
and tts instrumentalities and of certain municipalities and components 
units not covered by their own retirement systems. 

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

The Munlclpallty adopted the requirements of GASBS No. 25 for all the 
career em?oyees that are covered under the Commonwealth of Puerto 
Rico Employee's Retirement System, a multiple-employer public 
employee retirement system, established by State Laws. 

Under the plan, the employees and employer portions are contributed, for 
which, the employee amount is withheld from salaries. Covered 
employees are required by Commonwealth statute to contribute 5. n5% 
for the first $550 of monthly salary plus 8.275% for the excess of ttds 
amount, or on the alternative, 8.275% of all salary. The Municipality 
contributes to the system 9.275% of the participating employee's salaries. 

Law Number 305 of September 24, 1999, amendments the Act Number 
447 that establish a savings program. All employees active in the system 
as of December 31, 1999 may elect to transfer from define contribution 
programs to the new savings program (a defined contribution plan). 

Employees in the savings program may now contribute from a minimum 
of 8.275% up to a maximum of 10% of their monthly salary, and will 
invested In an account which will either: (a) earn a fixed rate based on the 
two-year Constant Maturity Treasury Note or, (b) earn a rate equal to 
75% of the return of the System's investment portfolio (net of 
management fees), or (c) earn a combination d both alternatives. 

II at time of retirement accumulated benefits amount to $10,000 or less 
may elect to receive a lump sum distribution up to the accumulated 
benefits. Under the new program the retirement age is reduced from 65 
to 60 for those employees who joined the current plan on or alter April 1, 
1990. 

The pension benefit for participants who retire wtth less than 30 years ol 
service is computed at the rate ol 1 Y2% of their average compensation of 
each year of credtt service for the remaining years. The System also 
provides for death and dlsabiUty benefits and the assets of the System 
pertaining to the participant employees. 

continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 14 EMPLOYEE'S RETIREMENT PLAN (continuation) 

A variety of significant actuarial assumptions are used to determine the 
standard measure of the pension benefit obligation and these 
assumptions are summarized below: 

a. The present value of the future pension payments was 
computed by using a discount of 9%. 

b. Future pension payments reflect an assumption of a 6% salary 
increase. 

All employees that do not elect to transfer for the new program and who 
at the time of employment are 55 years old or less are eligible to 
participate in the System. Pension benefits for participants with 30 years 
of service are as follows (See Table 16): 

They issue a publicly available financial report that includes financial 
statements and required supplementary Information for ERS, as a 
component unit of the Commonwealth of Puerto Rico. That report may be 
obtained by writing to the Administration at PO Box 42003, Minillas 
Station, San Juan, PA 00940. 

NOTE 15 CONTINGENCIES 

A. CLAIMS AND JUDGMENTS 

The Municipality is, at present, a defendant in a number of legal matters 
that arise from alleged improper application of policies and negligence in 
the ordinary course of the Munlclpallty's activities. The legal counsel of 
the Municipality has advised that at this stage in the proceedings of 
lawsuits he cannot offer an opinion as to the probable outcome. 

The amount of the total pension benefit 
obligation is based on a standardized 
measurement established by GASBS No. 27, 
Financial Reporting for Defined Benefit Pension 
Plans and Notes Disclosure for Defined 
Contributions Plans. The standardized 

YEARS 
OF SERVICE 

PARTICIPANT'S 
AGE 

TABLE16 
PENSION BENEATS 

30ormore SS or less 65% of the average of the three years of highest salary during 
the employee's service period. 

measurement is the actuarial present value of 
estimated defined pension benefits, adjusted for 
the effects of projected salary increases and 
step-rate benefits, estimated to be payable in the 
future as a result of employee services 
performed to date. The measure is intended to 

30ormore 58ormore 75% of the average of the three years of highest salary during 
the employee's service period. 

30ormore 65orrnore 75% of the average of the three years of highest salary during 
the employee's service period (employees started working after 
April 1, 1990). 

help users assess the System's funding status 
on a going-concern basis, assess progress made in accumulating 
sufficient assets to pay benefits when due, and make comparisons 
among other public retirement systems. The measure is independent of 
the actuarial funding method used to determine contributions to the plan. 

The membership of retirees and beneficiaries currently receiving benefits 
and terminated employees entitled to benefits, but not yet receiving 
benefits, and active employees and the distribution of active employees 
between vested and non-vested ls not readily available. 

Contributions in 2005 and prior years were made based on percentages 
established by the law. Such percentage has not been based on actuarial 
studies, as required by accounting principles generally accepted in the 
United States of America. An actuarial compilation of the annual 
contribution applicable to the Municipality has not been prepared. 
Accordingly, the accounts by which the actual contributions differ from the 
required actuarial contributions are not known. 

All employees who at the time of employment are 55 years old or less are 
eligible to participate in the System. No benefit is payable if the 
participant receives a refund of his accumulated contributions. The total 

In addition, the Municipality is a defendant or co-defendant in several 
legal proceedings, which are in discovery stage. Certain of these claims 
are covered by insurance. Legal counsel with the information currently 
available can not determine the final outcome of these claims, except for 
three lawsuits for the amounts of $305,547 which have final sentence. 
This amount should be paid during fiscal year 2005-2006. 

B. FEDERAL GRANTS 

In the normal course of operations, the Municipality receives grants from 
various Federal and State agencies. The grant programs are subject to 
audit by agents of the granting authority, the purpose of which is to 
ensure compliance with conditions precedent to the granting of funds. 
Any liability for reimbursement which may arise as the result of these 
audits is not believed to be material. 

pension expenditures recorded in the category of administration;...f;.;;.or;...th:..:.e=----------------, 
current and the previous years are as follows: (See Table 17) TABLE 17 

The historical trend information regarding the accumulation of 
assets and pension benefit obligation in the ERS is not 
available. For the ten-year trend information, refer to the 
separately issued financial statements of the ERS as of and for 
the fiscal year ended June 30, 2005. The P.R. Retirement Plan 
Administration provides additional information of the ERS. 

FISCAL YEAR 

2005 
2004 
2003 
2002 
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LAwNo.447 

$236841 
$225601 
$218328 
$241488 

SvsTEM2000 

$110247 
$ 57178 
$ 46226 

$ 50044 
continue 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO THE BASIC FINANCIAL STATEMENTS 

FOR THE FISCAL YEAR ENDED JUNE 30 2005 

NOTE 16 LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS 
OBLIGATION 

The Municipality discontinued the operation and ceased to accept solid 
waste in its landfill. State and Federal Jaws and regulations require the 
Municipality to perform certain closure procedures and establish 
monitoring and maintenance procedures at the landfill site for thirty years 
after dosure. The closure and post closure care procedures are being 
assumed 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. Total post closure care costs has not 
been determined and accounted as required by accounting principles 
generally accepted in the United States as of June 30, 2005. 

NOTE 17 FUND BALANCES/NET ASSETS RESTATEMENTS 

Table 18 reconciles the June 30, 2004 Fund Balance/Net Assets, as 
previously reported to Beginning Fund Balance as restated, July 1, 2004. 

FUND BALANCE RESTATEMENT 
Other Governmental Funds 

Fund Balance, as Previously Reported, 
Al June 30, 2004 ................................................ .. 

Adjustment to Revenues ...................................... . 

Beginning Net Assets, as Restated, 
At July 1 , 2004 ................................................... .. 

NET ASSETS RESTATEMENT 

Net Assets, as Previously Reported, 
At June 30, 2004 ................................................ .. 

Adjustment to Long-Term Liabilities ................... .. 
Adjustment to Revenues ..................................... .. 
Adjustment to Capital Assets .............................. .. 

Beginning Net Assets, as Restated, 
At July 1, 2004 ................................................... .. 

NOTE 18 FUTURE ADOPTION OF 
PRONOUNCEMENT 

Table18 

$4,521,862 

92,855 

$4 614 717 

$26,328,398 

609,609 
2,554,557 
(122.690) 

$29369874 

ACCOUNTING 

The Governmental Accounting Standards Board (GASS) issued GASBS 
No. 42, Accounting and Financial Reporting for Impairment of Capital 
Assets and for Insurance Recoveries, which is effective for fiscal year 
beginning after December 15, 2004; and GASBS No. 46, Net Assets 
Restricted by Enabling Legislation, which is effective for period beginning 
after June 15, 2005. Earty application is encouraged. The Municipality 
has not adopted the requirement of these statements. The following are 
other pronouncements issued that does not apply to the Municipality: 

GASBS No. 43, Financial Reporting for Postemployment 
Benefit Plans Other Than Pension Plans (Period begnning 
after December 15, 2006) 
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GASBS No. 44, Economic Condition Reporting: The Statistical 
Section (Period beginning after June 15, 2005) 

GASBS No. 45, Accounting and Financial Reporting by 
Employers for Postemp/oyment Benefit Other Than Pension 
(Period beginning after December 15, 2007) 

GASBS No. 47, Accounting for Termination Benefit (Period 
beginning after June 15, 2005) 

END OF NOTES 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

REQUIRED SUPPLEMENT ARY INFORMATION 
BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

BUDGE! AMOUNJS 
ORIGINAL · FlNAL 

BUDGET ARY FUND BALANCE, JULY 1, 2004 .......... $ 1.922.221 $ 1.922.221 

Resources (Inflows): 

Property Taxes ........................................................... . 612,112 893,734 
Volume of Business Taxes ......................................... . 1,145,000 1,145,000 
Intergovernmental Revenues .................................... .. 7,060,626 7,231 ,972 
License and Permits ................................................... . 551,500 551 ,500 
Rent ............................................................................ . 48,712 48,712 
Miscellaneous ............................................................. . 555.000 652.413 

Total Resources (Inflows) ....................................... . 9.972.950 10.523.334 

Amounts Available for Appropriation ..................... .. 11,895, 171 ]2,445,555 

Charges lo Appropriations (Outflows): 

Mayor and Municipal Legislature ............................... .. 645,006 589,519 
General Government ................................................. .. 3,448,605 3,764,830 
Public Safety ............................................................... . 760,990 722,461 
Public Works ............................................................... . 1,942,835 1,989,929 
Health and Sanitation ................................................ .. 1,009,554 1,064,757 
Culture and Recreation ............................................... . 862,787 932,582 
Urban Development .................................................... . 100,000 103,400 
Human Services and Welfare ..................................... . 1,090,473 1,099,975 
Public Instruction ....................................................... .. 31,000 49,420 
Capital Outlays .......................................................... .. 41,700 45,400 
Transfer to Other Funds ............................................. . 40.000 161.061 

Total Charges to Appropriations ............................... . 9.972,950 10.523.334 

BUDGETARY FUND BALANCE, JUNE 30, 2005 ........ ~ l.~.22:l s J,922 22:l 

See accompanying Notes to Required Supplementary Information. 
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ACTUAL AMOUNTS 
(BUDGETARY BASIS) 

(SEE NOTE A) 

$ 1.922.221 

716,084 
1,148,880 
7,254,232 

378,878 
49,126 

645.791 

10.192.991 

1g.115,212 

580,511 
3,903,203 

718,953 
2,105,982 
1,057,190 

929,112 

1,107,662 
45,044 
34,018 

161,218 

10.642.893 

~ l,~2.319 

VARIANCE WITH 
FlNAL BUDGET 

$ 

(1n,6so) 
3,880 

22,260 
(172,622) 

414 
(6.625) 

(330.343) 

(330,343) 

9,008 
(138,373) 

3,508 
(116,053) 

7,567 
3,470 

103,400 
(7,687) 
4,376 

11,382 
(157) 

(119.559) 

($ Ml!~2) 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

BUDGETARY COMPARISON SCHEDULE-GENERAL FUND 
NOTE TO REQUIRED SUPPLEMENTARY INFORMATION 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

NOTE A Explanation of Differences between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures 

Sources/Inflows of Resources: 

Actual Amounts (Budgetary Basis} "Available for Appropriation" from the 
Budgetary Comparison Schedule (See Page 30} ....................................................................................... . 

Difference - Budget to GAAP: 

Prior-Year Revenue is not inflows of budgetary resources but are revenues 
for financial reporting purposes .............................................................................................................. . 

The Fund Balance at the Beginning of Year is a budgetary resource but is not a 
Current-Year Revenue for financial reporting purposes ........................................................................... . 

Total Revenues as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 16) ..................................................................... . 

Uses/Outflows of Resources: 

Actual Amounts (Budgetary Basis} "Total Charges to Appropriation" from the 
Budgetary Comparison Schedule (See Page 30) ...................................................................................... .. 

Difference - Budget to GAAP: 

Prior year encumbrances are recorded as expenditures for financial reporting purposes but are not 
outflows of budgetary resources ............................................................................................................... . 

Current year expenditures recorded for financial reporting purposes but not in budgetary basis ............. .. 

Encumbrances for supplies and equipment ordered but not received are reported 
in the year the order is placed for budgetary reporting purposes ............................................................ .. 

Transfers to other funds are outflows of budgetary resources but are not expenditures 
for financial reporting purposes ............................................................................................................... .. 

Total Expenditures as Reported on the Statement of Governmental Funds Revenues, 
Expenditures and Changes in Fund Balance (See Page 16} .................................................................... .. 

NOTE B Explanation of Differences between Budgetary Fund Balance and GAAP Fund Balance 

Budgetary Fund Balance, June 30, 2005 (See Page 30} ............................................................................. . 

Timing Differences: 

Net Change in Encumbrances .................................................................................................................. . 

Non-budgetary Items ................................................................................................................................ . 

Unrestricted Fund Balance, June 30, 2005 (See Page 14} ......................................................................... .. 

END OF THIS SECTION 
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$12,115,212 

6,070 

(1.922.221) 

$10.199.061 

$10,642,893 

99,246 

389,168 

(189,727} 

(161.218} 

$10.780.362 

$ 1,472,319 

31,589 

(482.341} 

$ 1.021.567 



PART II 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
AND REPORTS REQUIRED BY GOVERNMENT AUDITING 

STANDARDS AND OMB CIRCULAR A-133 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

FEDERAL PASS-THROUGH 
FEDERAL GRANTOR I PASS-THROUGH CFDA ENTITY IDENTIFYING FEDERAL 

GRANTOR /PROGRAM OR CLUSTER TITLE NUMBER NUMBER EXPENDITURES 

U.S. Department of Agriculture: 

USDA - Rural Development 

Rural Rental Housing Loans (E) 
Section 515 Direct Loan (Balance) ............................................. 10.415 NIA $1,894,821 

Rural Rental Housing Loans (E) 
Section 515 Direct Loan (New Loan Payments) ...•..................... 10.415 NIA 351,3!m 

2,246,209 

Pass-Through Puerto Rico Department of Education: 

Child and Adult Care Food Program ........................................ 10.558 N/AV 9,282 

Total U.S. Department of Agriculture ......................................... 2,255,491 

U.S. Department of Housing and Urban Development: 

Direct Programs: 

Section 8 Housing Assistance Payments ................................... 14.195 NIA 350,852 
Section 8 Housing Choice Vouchers .......................................... 14.871 NIA 273,213 

Indirect Programs: 

Pass-Through State - Ollice of the 
Commissioner of Municipal Affairs: 

State Block Grant Program (SBGP) ......................................... 14.228 97-FD-37 
99-FD-37 
OO-FD-37 
01-FD·37 
02-FC-37 
02-AB-37 
03-FC-37 
03-AB-37 
04-FC-37 
04-AB-37 2,155,203 

Emergency Shelter Grants Program 14.231 N/AV 19,018 

Total U.S. Department of Housing and Urban Development ... 2.798,286 

U.S. Department of Justice: 

Pass-Through Puerto Rico Department of Justice: 
Local Law Enforcement Block Grant Program ............................ 16.592 NIAV 9,615 

Subtotal Expenditures of Federal 
Awards (Balance Carry Forward) .................................................. 5,~,392 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

FEDERAL GRANTOR I PASS· THROUGH 
GRANTOR I PROGRAM OR CUJSTER TITLE 

Subtotal of Expenditures of Federal Awards 
(Balance Brought Forward) .......................................................... . 

U.S. Federal Emergency Management Agency: 

Pass·Througi Office of the Governor 
Authorized Representative (GAR): 

Public Assistant Grants .............................................................. . 

U.S. Department of Education: 

Pass-Through Puerto Rico Department of Education: 

Safe and Drug Free Schools and Communities ...................... . 

U.S. Department of Health and Human Services: 

Pass-Through Puerto Rico Department of Family- Families 
and Children Administration: 

Child Care and Development Block Grant... ............................ . 

TOTAL EXPENDITURES OF FEDERAL AWARDS .................... .. 

See accompanying Notes to Schedule of Expenditures of Federal Awards. 
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FEDERAL 
CFDA 

NUMBER 

83.544 

84.186 

93.575 

PASS· THROUGH 
ENTITY IDENTIFYING 

NUMBER 

FEMA 1552DR-PR-081 

N/AV 

N/AV 

FEDERAL 
EXPENDITURES 

$5.063.392 

825.051 

66.619 

195.986 

$6.1 51.048 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

NOTE1 

NOTE2 

NOTE 3 

NOTE4 

NOTES 

NOTE6 

GENERAL 

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activities of the Municipality of 
Aguada, Puerto Rico. The information in this Schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this Schedule 
may differ from amounts presented in, or used in the preparation of, the basic financial statements. The Municipality reporting 
entity is defined in Note (1) (A) to the basic financial statements. All federal financial awards received directly from federal 
agency as well as federal financial awards passed throu~ other government agencies are included on the Schedule. 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

A. The accompanying Schedule of Expenditures of Federal Awards is prepared from Municipality's accounting records and 
is not intended to present financial position or the results ol operations. 

B. The Municipality in accordance with the terms records the financial transactions and conditions of the grants, which are 
consistent with accounting principles generally accepted in the United States of America. 

C. Expenditures are recognized in the accounting period in which the liability is incurred, if measurable or when actually 
paid, whichever occurs first. 

FEDERAL CFDA NUMBER 

The CFDA numbers included in this Schedule are determined based on the program name, review of grant contract 
information and the Office of Management and Budget's Catalogue of Federal Domestic Assistance. 

PASS-THROUGH GRANTOR'S NUMBER 

State or local government redistribution of federal awards to the Municipality, treated as if they were received directly from the 
federal government. OMB Circular A-133 requires the schedule to include the name of the pass-through entity and 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. 

SECTION 515 DIRECT LOAN 

The amount of expenditures presented in the Schedule represents the unpaid balance of the mortgage as of June 30, 2005. 

MAJOR PROGRAMS 

Major programs are identified in the Summary of Audito(s Results Section of the Schedule of Findings and Questioned Costs. 

END OF NOTES 
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CPA DIAZ-MARTINEZ, PSC 
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS EN HANCIN<; lHE Q..V~ Of ACGOVNTIN«;. AVOmNCANO "'l'TEfCATION fEINICE! 
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PhoMs: (787) 746-0510 I ?46·11851746-1370 
Fax: (187) 746·0525 

cpadiazm.1rtinezOhotmall.com 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATIERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor and 
Members of the Municipal Legislature 

Municipality of Aguada, Puerto Rico 

We have audi·ied the financial statements of the governmental activities, each major fund, and the aggregate 
remaining fund information of Municipality of Aguada, Puerto Rico (Municipality), as of and for the fiscal year 
ended June 30, 2005, which collectively comprise the Municipality's basic financial statements and has issued our 
report thereon dated November 9, 2005. The report on was qualified because we been able to obtain sufficient 
evidence to certain infrastructure capital assets in governmental activities and the Municipality does not determined 
and record the liability of the estimate of solid waste landfill post closure care costs required by accounting principle 
generally accepted in the United States of America. Except as discussed in the preceding 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 Financial 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 opinions on the financial statements 
and not to provide an opinion on the internal control over financial reporting. However, we noted certain matter 
invOlving internal control over financial reporting and its operation that we consider to be reportable condition. 
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 condition is described in the accompanying Schedule of Findings and Questioned 
Costs as ttem 2005-11-01. 

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 
timely period by employees in the normal course of performing 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 that are also considered to be material weakness. However, of the reportable condition 
described above, we consider item 2005-11-01 to be a material weaknesses. 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS REQUIRED BY GOVERNMENT AUDITING STANDARDS 
Page2 

Compliance and Other Mattel's 

As part of obtaining reasonable assurance about whether the Municipality's basic financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, ar:cordingly, 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. 

This report is intended solely for the information and use of the management, the Honorable Mayor and Members of 
the Municipal Legislature, Office of the Commissioner of Municipal Affairs, and federal awarding agencies and pass
through entities and is not intended to be and should not be used by anyone other than these specified parties. 
However, this report is a matter of public record and its distribution is not limited. 

Cf f.J J&z~-1'{~ u>sG 
CPA DIAZ-MARTINEZ, PSC 
Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
November 9, 2005 

2079459 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH 
MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 

To the Honorable Mayor and 
Members of the Municipal Legislature 

Municipality of Aguada, Puerto Rico 

Compliance 

We have audited the compliance of the Municipality of Aguada, Puerto Rico (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 fiscal year ended June 30, 
2005. The Municipality's major federal programs are identified in the summary of auditors' result section of the 
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, 
contracts and grants applicable to each of its major federal programs is the responsibility of the Municipality's 
management. Our responsibility is to express an opinion on the Municipality's compliance based on our audit. 

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 occurred. An audit includes examining, on a 
test basis, evidence about the Municipality's compliance 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. Our audit does not provide a legal determination on the Municipality's compliance with those 
requirements. 

In our opinion, the Municipality complied, in all material respects, with the requirements referred to above that are 
applicable to each of its major federal programs for the fiscal year ended June 30, 2005. 

lntemal Control Over Compliance 

The management of ihe 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 our opinion on compliance and to test and report on the internal control over compliance in 
accordance with OMB Circular A-133. 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH 
MAJOR PROGRAM ANO INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 
Page 2 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal 
control that might be material weakness. 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 
noncompliance with applicable requirements 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 normal 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 weakness. 

This report is intended solely for the information and use of the management, the Honorable Mayor and Members of 
the Municipal Legislature, Office of the Commissioner of Municipal Affairs, and federal awarding agencies and pass
through entities and is not intended to be and should not be used by anyone other than these specified parties. 
However, this repori is a matter of public record and its distribution is not limited. 

c(Jl'r ~~~ ~se-
cPA 01AZ-MAffi1NEZ, Psc 

1 

Certified Public Accountants & Consultants 
License Number 12, expires on December 1, 2007 

Caguas, Puerto Rico 
November 9, 2005 

2079460 
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PART Ill 

FINDINGS AND QUESTIONED COSTS 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

SECTION I- SUMMARY OF AUDITORS' RESULTS 

Financial Statements 

Type of auditors' report issued: 

Internal control over financial reporting: 

• Reportable condltion(s} identified? 

• Material weakness( es} identified? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

• Reportable condltion(s} identified? 

• Material weakness (es) identified? 

Type of auditors' report issued on compliance for 
Major Programs: 

Any audit finding disclosed that are required to be reported 
in accordance with Section 510 (a} of Circular A-133? 

Identification of Major Programs: 

D Unqualified Opinion 
D Adverse Opinion 

181 Yes 

181 Yes 

D Yes 

0 Yes 

D Yes 

181 Unqualified Opinion 
D Adverse Opinion 

D Yes 

CFDANumber Name of Federal Program or Cluster 

Rural Rental Housing Loans 10.415 
14.195 
14.228 
83.544 

Section 8 Housing Assistance Payments 
State Block Grant Program 
Public Assistant Grant 

Dollar threshold used to distinguish between 
Type A and Type B Programs: 

Auditee qualified as low-risk auditee? 

41 

$300,000 

0 Yes 

(81 Qualified Opinion 
D Disclaimer Opinion 

D None Reported 

0 No 

(81 No 

l&I None Reported 

r&l No 

D Qualified Opinion 
D Disclaimer Opinion 

r&l No 

r&I No 

continue 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

ANDING 

CONDITION 

CRITERIA 

CAUSE 

EFFECT 

RECOMMENDATION 

QUESTIONED COSTS 

MANAGEMENT RESPONSE 

SECTION II-FINANCIAL STATEMENT FINDINGS 

NUMBER 200S.ll-01 

It was noted in our tests of property and equipment records that the Municipality did not 
follow policies and procedures in order to account for infrastructure capital assets and to 
maintain adequate and updated inventory records. An undeterminable number of 
municipal roads have not been identified, segregated and valued by the Municipality. 

Accounting principles generally accepted in the United States of America require capital 
assets to be property identified, valued and recorded in the Municipality's accounting 
records and accordingly, reported in the basic financial statements. 

Municipality has not established adequate internal controls to assure that infrastructure 
inventory records are complete and that valuation of such assets is accurate. 

Municipality is not presenting all capttal assets fairly for financial statement purposes 
since infrastructure is not complete and is not properly valued. 

We recommend Municipality to take the necessary steps to properly Identify and value 
all municipal roads and complete its infrastructure inventory records, to present accurate 
amounts of all capita! assets. 

None 

Pending the Corrective Action Plan. 

continue 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2005 

SECTION Ill - FEDERAL AWARD FINDINGS AND QUESTIONED CoSTS 

NO FINDING WAS FOUND . 

END OF SCHEDULE 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF AGUADA, PUERTO RICO 

SCHEDULE OF PRIOR AUDIT'S FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2004 

(1) Audit Findings that have been Fully Corrected: 

NONE 

(2) Audit Findings not Corrected or Partially Corrected: 

FISCAL VEAR 2004 

Finding Number 2004-11-1 Capital Assets (Government Auditing Standards' findings) 

CFDA Number N/A 

Questioned Cost None 

Auditee Comments Municipality designated an employee for the correction of the missing information 
related to condition number (4). Also, coordination with the Puerto Rico 
Transportation Authority is in process in order to correct the information. System 
and procedures corrected for condition (1 ), (2) and (4). 

FISCAL VEAR 2003 

Finding Number 2003-11·1 Capital Assets (Government Auditing Standards' findings) 

CFDA Number N/A 

Questioned Cost None 

Auditee Comments See Finding No. 2004-11· 1 

(3) Corrective action taken is significantly different from corrective action previously reported: 

NONE 

(4) Audit findings is no longer valid: 

NONE 

END OF SCHEDULE 
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Hon. Luis A. Echevarria Santiago 

Pl1 3: . 7 Alcalde 

20 de enero de 2006 

Ledo. Angel M. Castillo Rodriguez 
Comisionado 
Oficina Comisionado Asuntos Municpales 
PO Box 70767 
San Juan, Puerto Rico 00936-0167 

Re: Estados Financieros Auditados Aiio Fiscal 2004-2005 

Ut\IDAO uE CORREO 

Saludos cordiales de todos los que laboramos en esta Administraci6n Municipal de Aguada. 

Nos place acompafiarle una (1) copia del Estado Financiero Auditado del Municipio de Aguada para 
el afio fiscal terminado el 30 de junio de 2005 (Single Audit). 

a que referirme, quedo. 

Jose Armando Perez :-12 
Director de Finanzas 0 
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Auditor's Report Ended 06/30/05 
Monitored Period: 

Funcionary Assigned: Jose A. Perez Sosa 

Select: x PAC ICP 

Finding No: 2005-11-1 
During the fiscal year 2002-2003 the Municipality has 

revised the active inventory as part of the requirements 

of GASB No. 34, until! this report dale the Municipality 

hasen't been able to enter or indetify all the properties. 

I CERTIFY THAT 

Jose Armando Perez Sosa-MBA Finance Director 

Aguada, Puerto Rico 

CORRECTIVE ACTION PLAN 

Date: December 22, 2005 
Fiscal Year 200~2005 

Position: Finance Director 

Corrective Action 

Phone:(787) 868-3120 

Thus Municipality of Aguada has assingned Mr. Wilson Garcia 
Hernandez employee of the Auditory office to complete this labor. 

This, we understand that the Municipality should contract 
a firm of professionals to complete this value. 

Effect 

We will begin the 
process in January 

2006 

~~ 0e.. ~ ~t.CS 
DATE 
22-Dec-05 



INTERNET REPORT ID: 188520 12126/2005 OMB No. 0348-0057 

FORM SF·SAC U.S. DEPT. OF COMM.- Econ. and Stat Admln.- U.S. CENSUS BUREAU 
' ACTNG AS COLLECTING AGENT FOR 

(S-2004) OFl=ICE OF MAHAGEMENT ANO BUDGET 

Data Collection Form for R~orting_~n 
AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS 

for Fiscal Year Ending Dates In 2004, 2005, or 2006 

GENERAL INFORMATION {To IJe completed by audltee, except tor Items 4 and 7] 

1. Fiscal period ending date for this submission 
Month Day Year 

06 I 30 I 2006 Fiscal Period End Dates Must 
Be In 2004, 2005, or 2006 

3. Audit period covered 

1 00 Annual 2 0 Biennial 3 0 Other - D Months 

5. Auclltee ldentfflcatlon Nwnbers 
a. Primary Employer Identification Number (EIN) 

[ili]-1ol413141ol511 I 
d. Data Universal Numbering System (DUNS) Number 

DJ-OJJ-1 I I I I 
6. AUDITEE INFORMATION 

----------------------------------------4 
(Number and street) 

State 
PR 

c • Auditee contact 
Name 

LUIS A. ECHEVARRIA-SANTIAGO 
Title 

MAYOR 
d. Auditee contact telephone 

787 868 - 6030 
e. Auditee contact FAX 

787 868 - 6030 
f. Auditee contact E-mail 

0 5 1 7 

g. AUDITl!I CIRTIFICATION STATEMENT - This Is to 
certify that, to 1he best of my knowledge and belief, the auditee 
has: (1) engaged an audtor to perform an audit In accordance 
with the provisions of OMB Circular A· 133 fa the period 
d9SCffbed In Part I, Items 1 and 3; (2) the aooita has COfl1)1eled 
such audit and presented a signed audit report whicM states that 
the aJdit was conducted in accordance with the provisDris of the 
Circuar; and, (3) tie information included in Parts I, I, and Ill 
of this data colleclfon form Is accurate and complete. I declare 
that the foregoing Is true and correct. 

Date 
Month Day Year 
01 13 06 

HON LUIS A ECHEVARRIA SANTIAGO 
Printed Title of certifying official 

MAYOR 

2. Type of Circular A-133 audit 

1 00 Single audit 2 0 Program-specific audit 

4. FEDERAL Date receiVed by 
GOVBRNMBNT Federal clearinghouse 
USE ONLY 

b. Are multiple EINs covered In this report? 1 0 Yes · 2 00 No 

c. If Part I, Item 5b ="Yes,• complete Part I, Item 5c 
on the continuation sheet on Page 4. 

•· Are mulUple DUNS covered in this report? 1 0 Yes 2 0 No 

t. If Part I, Item 5e • "Yes,· complete Part I, Item 5f 
on the continuation sheet on Page 4. 

7. AUDITOR INFORMAnON (To be completed by auditor) 

a . Audilor name 
CPA DIAZ-MAR N P C 
b . Auditor address (Number and streeQ 
P.~~Q..31:.....,..__ __________________________ --i 

City 

State 
PR 

c . Auditor contact 
Name 

ZIP+4 Code 

JOSE E. DIAZ-MARTINEZ 
Tille 

PRESIDENT 
d . Auditor contact telephone 

787 746 - 0510 
e. Auditor contact FAX 

787 746 - 0525 

00726 8 

f. Auditor contact E-mail 
CPADIAZMARTINEZ@HOTMAIL.COM 

I• AUDITOR STATEMENT-The data elements and 
informatlcri included in this form are limited to thooe prescribed 
by OMB Circular A-133. The infonnation induded in Parts II and 
II rA the form, except for Part Ill, Items 7, 8, and 9a-9f, was 
transferred from lhe auditor's report(s) for the period desCJibed 
in Part I, Items 1and3, aro la not• Hbstltute for such 
reports. The audtor has not performed any amiting procedures 
since tie date of the auditor's reoort{s). A copy of the reporting 
package required by OMB Circular A-133, which includes the 
complete auditOl's repo1(s), is available In is entirety from the 
auditee at the address provided In Part I of this fonn. As 
required by OMB Circular A-133, the Information it Parts II 
and Ill of this form was entered In this form by the auditor 
based on Information inc:luded In 1he reporting package. The 
auditor has not performed any additional auditing procedures In 
connection with 1he completion of this form. 

Date 

~ ....... , ~ c.. 't'1th I ffY I 0t1' 



INTERNET REPORT ID: 188520 1 2 005 

r L:-!.:-., ·. v m I FINANCIAL STATEMENTS (To be completed by auditor} 

1 • Type of audit report 

Mark either: 1 D Unqualified opinion OR 
any comblnatlori of: 2 lil Qualified opinion s 0 Adverse opinion 4 0 Disclaimer of opinion 

2. Is a •going concern• explanatory paragraph included in the audit report? 1 Oves 200No 

3. Is a reportable condition disclOsed? 1 liJYes 2 0 No - SKIP to Item 5 

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

5. Is a material noncorrpliance disclosed? 1 Oves 200No 

~!~r ·J., ~tr:~cor~I FEDERAL PROGRAMS (To be oompleted by audltorl ' 

1. Does the auditor's report Include a statement that the audltee's financial 
statements Include departments, agencies, or other organizational units 
expendln~ $500,000 or more in Federal awardS that have se~rate A-133 

f OOves 20No audits wh ch are not included in this audit? (AICPA Audit Gu de, Chapter 12) 

2. What is the doUar threshold to distinguish Type A and Type B programs? Is 300,000 I (OMB Circular A-133 § .520(b)) 

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

4. Is a reportable condition disclosed for any major program?(§_ .510(a)(1)) 10Yes 2 ~ 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)) 1 Oves 200 No 

7. Were Prior Audit Findings related to direct funding shown in the Summary Schedule of 
Prior Audit Findings? (§_.315(b)) 10Yes 200 No 

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

98 0 U.S. Agency for Inter- 83 0 Federal Emeriency 43 0 National Aeronautics and 96 0 Social Security 
national Development Management gency Space Administration Administration 

10 0 Agriculture 39 0 General Services Administration 89 D National Archives and 19 0 U.S. Department 
23 0 Appalachian Regional 93 0 Health and Human Services Records Administration of State 

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

1 f 0 Commerce 14 0 Housing and Urban 
the Arts 21 0 Treasury 

I 94 0 Corporation for National Development 06 0 National Endowment for 82 D United States 
and Community Service 03 D Institute of Museum and 

the Humanities Information Agency 

t20 Defense Library Services 47 0 National Science s. 0 Veterans Affairs 

84 0 Education 1s 0 Interior 
Foundation 

oolil None 
01 0 Office of National Drug 

e1 0 Energy 1eO Justice , 
Control Policy 0 Other - Specify: 

66 0 EnVironmental 110 Labor 59 0 Small Business I I 
Protection Agency 09 0 Legal Services COrporatlon Actninistratlon I I 

Each agency identified is required to receive a copy of the reporting package. 

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

• the Federal Audit Clearinghouse archives . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 00 
• and, if not marked above, the Federal cognizant agency .... . .. .......... . . . ... . . .. D 

Count total number of boxes marked above and submit this number of reporting packages .. . . 11 I 

Page 2 FORM SF-SAC (5·20o.4) 



INTERNET REPORT ID: 188520 12126/2005 (Page 3 • #1 of 1) Primary EIN: [;J;J _Io 1413141o15111 . . 
, ,-:.1~, : fl "11Tt\~~ 

.. _, ~-
FEDERAL PROGRAMS - Continued . 

~ . 
9. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR 10. AUDIT FINDINGS 

CFOA Number Research Major program 
Type~~) of Audit finding 

Federal ; and Name of Federal Amount Direct 
Major If yes, type comp1ance reference 

Agency Extension 2 develop- program expended award of audit requirement(s)4 number(s)5 
Prefix1 1 ment program report 3 4 

(a) I (b) (cl (d) (el (f) (g) (h) (a) (b) 

I 
I 10Yes 1 OOYes 1 OOYes 

1 I 0 : .415 200No RURALRENTALHOU~NGLOANS $ 2,246,209 .00 20No 20No u 0 . NIA 
I 

I I 10Yes 10Yes 10Yes 
1 I 

I 
200No 200No 21X!No 0 NIA 0 I .558 CHILD AND ADULT CARE FOOD PROGRAM $ 9,282 .00 

I I 
1 OYes 10Yes 1 IX!Yes 

1 I I 

I 4 I .195 200No SECTION 8 HOUSING ASSISTANCE PAYMENTS $ 350,852 .00 200No 20No u 0 NIA 

I I 1 OYes 10Yes 10Yes 
1 I 4 ~ .871 200 N~ SECTION 8 HOUSING CHOICE VOUCHERS $ 273,213 .00 200No 21X!No 0 NIA 

I 
I 10Yes 10Yes 1 IX! Yes I I 

1 I 4 I .228 200No STATE BLOCK GRANT PROGRAM $ 2, 155,203 .00 200No 20No u 0 NIA 
I I 

10Yes 10Yes 10Yes I 
1 I 4 I .231 21Xl No EMERGENCY SHELTER GRANT PROGRAM $ 19,018 .00 200 No 200 No 0 N/A . 

' 10Yes I I 10Yes 10Yes 
1 I 6 : .592 200No LOCAL LAW ENFORCEMENT BLOCK GRANT PROGRAM $ 9,615 .00 200 No 2IXIN0 0 NIA 

I I 10Yes 10Yes 1 lil Yes 
I I 

8 
1 

3 I .544 200No PUBLIC ASSISTANCE GRANT $ 825,051 .00 200No 2DN0 u 0 NIA 

I 
I 
I 10Yes 10Yes 10Yes 

81 4 I .186 2 00 No SAFE AND DRUG FREE SCHOOLS AND COMMUNmES $ 66,619 .00 200No 200 No 0 N/A 
I 

I 10Yes 10Yes 10Yes 
91 3 : .575 2 00 No CHILD CARE AND DEVELOPMENT BLOCK GRANT $ 195,986 .00 200No 200N0 0 NIA . I 

TOTAL FEDERAL AWARDS EXPENDED - IF ADDITIONAL LINES ARE NEEDEDP,PLEASE PHOTOCOPY 

$ 6,151,048 .00 
THIS PAGE, ATTACH ADDITIONAL ~GES 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 major p~ram ls marked "Yes," enter only one letter (U =Unqualified opinion, Q .. Qualified opinion, A= Adverse opinion, D =Disclaimer of opinion) corresponding to the 
type of audl report in the adjacent box. If majOr"j)iogram Is marked "No," leave the type of audit report box blank. 

4 Enter the letter(s) of all type(s) of compliance requlrement(s) that:fply to audit findings (i.e .• noncompliance, reportable condltions (lndudlng material weaknesses), questioned 
costs, fraud, and other Items reported under §_ .510(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 availabltity of Federal funds K. Real property acquisition and 0. None 
5N/A for NONE relocation assistance P. Other 



INTERNET REPORT ID: 188520 12/2612005 

' / J~W'~ii.il 
~ - -· Item 5 Continuation Sheet 

' "· -
c. List the multiple Eflllloyer Identification Numbers (EINs) covered in this report. f. List the multiple DUNS covered in the report. 

1 N I- A 21 - 41 - 1 N /. ' - 21 - -
2 - 22 - 42 - 2 - - 22 - -
3 23 

43 3 - - 23 - -- - -
L 

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 
55 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 - -0 

~ IF ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM, AND SEE INSTRUCTIONS. 0 ... 


