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~CPA DIAZ-MARTINEZ, PSC @

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ENHANCING THE QUALITY OF ACCOMUNTING, AVDITING AND ATTETATION SERVICES

201 Gautier Benitaz Ave.

Gonsolidated Mall C-31

PO Box 8369

Caguas, PR 00725-8369

Phones: (787) 746-0510/ 746-1185 / 745-1370
Fax: (787) 746-0525
epadiazm.artinez@hotmall.com

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Member of the Municipal Legislature
Municipality of Aguada, Puerto Rico

We have audited the accompanying financial statements of the govemmental 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, 2007, which collectively comprise the Municipality's basic financial statements as listed
in the Table of Contents. These financial statements are the responsibility of the Municipality's management. Our
responsibility is to express an opinion on these basic financial 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 stalements. An audit 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 qnable 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 liabilities of the 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 capital assets in governmental activities as
explained in third paragraph, and except for the effect of not determining and recording the liability 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 of June 30, 2007, 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.

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, 2007, 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.

Membar of: nmrlcgl Institute of Cartiled Public Accouniants (AICPA)

2 uerto Rico Soclety of Certified Public Accountants
m Enrolled In the AICPA Peer Review Program Since 1908



7

INDEPENDENT AUDITORS’ REPORT
Page 2

In accordance with Government Auditing Standards, we have also issued our report dated December 4, 2007 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 12, and 31
and 32, are not a required part of the basic financial statements but are supplementary information requirfad. 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 statlements. The accompanying Schedule of Expenditures of Federal Awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Govemments, 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.

CPA - pty, FSC
CPA Diaz-Martinez, PSC
Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

Caguas, Puerto Rico
December 4, 2007




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

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, 2007 which make them not easily comparable with
prior years' financial statement. However, in future years, comparative analysis will be more meaningful and will go further in explaining the
Municipality's financial position and results of operations. We encourage readers to consider the information presented here in conjunction
with the Municipality's financial statements.

HIGHLIGHTS

Financial Highlights

1. The assets of the Municipality exceeded its liabilities at the close of the current fiscal year by $29.50 million (net assets).

2. As of June 30, 2007, the Municipality's General Fund (the primary operating fund) reported a fund balance of § 1,700,434 a
increase of $ 395,566 in comparison with the prior year. Equivalent of 40 % of this total amount, $869,215, is available for
spending in future years.

3. The Municipality's activity expenses increase $1.77 millions $19,461,059 (2007) more than 17,687,065 (2006) in comparison with
prior year and revenues increase in $6,154,826 ($22,554,605 (2007) more $16,399,779 (2006)). This increase in expenses is
primarily due to more General Government Activities. The results of activities for years 2006-07 produced an increase in net assets
of § 3,093,546 in this fiscal year.

4. The fotal cost of the Municipality's mayor programs (CDBG) amounted to $ 501,306

5. The investment in capital assets for this year is $570,087 representing a decrease of 25% in comparison with prior year.

6 Loans principal payments were $542,396 increases long-term debt. The balance due for compensated absences increase by
$52,862 ($ 1,915,885 (2006) $1,968,747 (2007) during this fiscal year.

7. Resources available for appropriation were $ 410,873 more 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
$2,013,489 & a Principal Dept Payment of $542,369 that amount not constituted an expense, but increase the capacity payment of
the Municipality.

Municipality Highlights

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

The Municipality finishes the construction of a Gymnasium in a Passive Recreational Area. These facilities will provide sports and
recreational activities to adults and all families. This facility was constructed with fund from CDBG (Economic Development Fund)
and a Municipal loan, these facilities has provided an economic benefit to the Municipality.

The Municipality finishes the construction of a Child's City (Parque Del Nifio). 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 facilities.

Is important to note that preceding facilities mentioned has a cost to operate, that increase the Municipality expenditures in the next
fiscal year.

e ==



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

»  The Municpality continues the construction of a Sanitary Sewer System for Guayabo Ward Casualidad, expected to end in this
fiscal year. These faciliies will provide sanitary and environmental security for the citizen.

»  General Funds is the fund used to operate the Municipaity, this fund increase by $395,566 in comparison with the preceding fiscal
year.

USING THIS ANNUAL REPORT

The new financial statement's focus (implemented last year) is on both the Municipality as a whole (govemment-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 fo government) and enhance the Municipality's accountability. The Basic Financial Statements
comprise three components:

1 Government-wide Financial Statements
2. Fund Financial Statements

3 Budgetary Highlights

4. Notes to the Financial Statements

Government-wide Financial Statements

Our analysis of the Municipality, one of the mos! 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 activilies?” 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
assels 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 Assels, 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 indicalor 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 is focused on both the gross and net cost of various activities, which are supported, by the Muqicipality‘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, pu.blic. works, garbage disposal,
community services and general administration. Property tax, municipal license tax, stale and federal contributions finance most of these
services.

Fund Financial Statements

Our analysis of the Municipality's major funds 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 presentation provides detailed information 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.




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The Municipality's basic services are reported in governmental funds, 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 reconciliation beside the fund financial statements.

Notes to the Financial Statements

The Noles lo the Basic Financial Stalements provide additional information that is essential for a full understanding of the data provided in
the government-wide and the government fund financial statements. The Notes to the Basic Financial Statements can be found immediately
following the financial statements.

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 2006-2007.

GOVERNMENT-WIDE STATEMENT
Statement of Net Assets
As noted earlier, net assets may serve over fime as a useful indicator of a government's financial position. In the case of the Municipality,

assets exceeded liabifities by $29.5 million at the close of the recent fiscal year. The following Table reflects the condensed statement of Net
Assets compared to prior year.

Table 1
Net Assets
(In millions)
Governmental
Activities
2007 2008
Current and Other Assets $§118 § 8
Capital Assets 335 33.0
Total Assets 453 41.0
Current and Other Liabilities 3.3 32
Long-Term Debts Outstanding 125 1.3
Total Liabilities 15.8 146
Net Assets:
Invested in Capital Assets, Net of Related Debt 25.0 25.0
Restricted 5.2 2.3
Unrestricted L7) _(8)
Total Net Assets $2950 $26.40



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Components of Net Assets
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For more detailed information see the Statement of Net Assets.

The largest portion of the Municipality's net assets (75 percent) reflects its investment in capital assets (e.g., land, buildings, equipment), less
any related debt that is still outstanding used to acquire those assets. The Municipality uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the Municipality's investment in its capital assets is
reported net of relaled debt, it should be noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used fo liquidate these fiabilities.

An additional portion of the Municipality's net assets (18 percent) represents resources that are subject to extemal restrictions on how they
may be used. The remaining portion of the Municipality's net assets (negative 2 percent} of unrestricted deficit is more related to the effect of
the new financial statements focus, than on the availability of resources that may be used to meet the Municipality's ongoing obligations to
citizens and creditors, subject o cerain law requirements. For example, the restricted balance for vested compensated absences
established is for the fotal vested amount as of June 30, 2007, rather than by the final amount that is going o be paid in the future that
usually is less than restricted due 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 depreciation are factors of consideration to understand the
unrestricted deficit



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Statement of Activities

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

Table 2
Changes in Net Assets
(in millions)
Govemmental
REVENUES Activities
Program Revenues: 2007 2006
Charges for Services $.52 $ .55
Operating Grants and Contributions 6.87 4.00
Capital Grants and Contributions 14
General Revenues:
Property Taxes 2.08 1.57
Municipal License Tax 1.25 1.18
Licenses and Permits 044 0.49
Intergovernmental 8.36 8.20
Sales Tax 0.99 0
Rent 0.08 0.08
Others HS6 0 034
Total Revenues 22.55 16.41
EXPENSES
Program Expenses:
General Government $8.98 $728
Public Safety .83 0.86
Public Works 245 270
Culture and Recreation .88 1.01
Sanitation 1.63 1.58
Human Services and Welfare 232 19
Urban Development 17 1.7
Public Instruction 05 13
Interest on Long-Term Debts 62 054
Total Expenses 19.46 17.70
Increase (Decrease) in Net Assets $309  $(1.30)




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Revenues

The increase in property tax can be atfributable to normal economic environment. Such revenue consists primarily of funds received from
the Commonwealth of Puerto Rico, “In lieu of tax” payments from the quasi-public corporation, the Puerto Rico Electric Power Authority, and
federal financial assistance received from federal govemment. An additional portion of the Municipality's revenue (37%} reflects its federal
grants. Grants (Federal and State) are considered recurring revenues, although minor changes from year to year are considered normal.

Revenues by Source - Governmental Activities 2006-07

O Property Taxes
Property Taxes E Federal Grants

e O Intergovernmental
ORent
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Expenses

Total cost of all programs and services increase by $1.76 millions. For the most part, increase in expenses paralleled inflation and growth in
the demand for services. Cne significant variance however, was a increase in Human Services and Welfare and All Others. Table 3
compares the cost of each of the Municipality of Aguada largest programs with prior year.

Table 3
Governmental Activities
(in Millions)
Total cost
Of senvices
2007 2006
Public Works $245 $2.70
Culture and Recreation .88 1.01
Sanitation 163 158
Human Services and Weifare 2.32 1.90
Urban Development 170 170
Public Instruction 45 013
All Others 10.03  8.68

Totals $19.46 $17.70
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MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Expenses by Use - Governmental Activities
2006-07
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THE MUNICIPALITY'S FUNDS

Govemmental Funds

As of the end of the cument fiscal year, the Municipality's govemmental funds (as presented on the balance sheet on pages 15 and 16)
reported a combined Fund Balance of $7.5 miliion, which is above last year's total of $4.1 million. Some of the govemmental funds are
capital expenditures oriented and, therefore, may reflect capital expenditures.

Budgetary Highlights

Dunng the current year, the Municipal Legislature revised the Municipality's budget several times increasing the original budget by
$1,375,184 thousands (see page 31 for budget to actual comparisons). The current year operations resulted in 2 $ .350 million net gain.
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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, 2007

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2007, the Municipality had $ 33.51 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 $ .51 million or 1.57 % from the end of last year as restated.

Table 4
Capital Assets at Year-End

(Net of Depreciation, in millions)

Land
Construction in Progress
Building and Improvements
Furniture, Fixtures,
Equipment and Vehicles
Land Improvements
Infrastructure

Totals

Debt Outstanding

As of year-end, the Municipality had $13.47 million in debt (bonds and other long-term debts) outstanding compared to the $12.3 million last

Governmental Activiti

2007 2006
$ 399 $360
294 563
2040 17.80
267 232
017 019
344 346
$3351 $33.00

year, a 10 % net increase (considering new issues and debt retirement).

Table 5
Outstanding Debt at Year-End
(In millions)

General Obligations Bonds and Notes
LIMS Debt
Financing of Delinquent Accounts Debts
Mortgage Payable
Other Debts

Sub-total
Compensated Absences

Totals

Governmental Activities

2007 2006
$88 §76
$02  §02
$02  $03
$22 23
00 00
1. 10.3
20 _19
$134 $123

1



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

The Municipality levied 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 obligations debts that the Municipality can issue is limited by law o 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 $ 2.6 million is below the legal limitation. More detailed information about the Municipality's long-term debts is presented in
Note 9 to the Financial Statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Municipality is a poliical 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 Muntcu_:gl Government
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, eduhon, public safet_y,_ qu!ic
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 2007 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 1980 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, 2007 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 2007-08.
Amounts available for appropriations (revenues) in the General Fund Budget are $ 12.4 million, an increase of 13% over the 2096-07 original
budgets of $ 11 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 2007-08.

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT
The Municipality's financial statements are designed to present users (citizens, taxpayers, customers, investors ai?d creditors) with a gen_eral
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 2 floor of the City Hall,
Colon Street #226, P.O. Box 517, Aguada, Puerto Rico 00602,

12



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS:

Cash and Investments (NOIB 2)..............cceeernerrereesrrsnerersinseserssssssssssasssasssssssnssssssesasssnsssnsnssssass
ORI POCH ROBIL ... ..onisocpnsrmmsasmsmsimsnsesiina s st e ety o

Receivables (net):
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Capital Assets (Note 8):

Land. Improvement and ConSIruCton i PrOGrESS............cvveveireesesrecrrsesrarssesaerssersaessesssesssseeresns
Other Capital Assets [Net Of DEPrECItioN]............ c..oevuveerereueuesiseseiassesssasessessssrssssassssssssssessssses

O CapRal ARRBIE. . N o L i LT DI oo T e

LIABILITIES:

Accounts Payable and ACCTUEH EXPENSES.............cueuerereierirseeesessressesessescsessssesesssserarsssesssaessssens
DEVOBEE WIRBL 550 s i st o v s e e e oA s S b e

Long-Term Liabilities (Note 9):

Due Within One Year............cococvvvevennns R T TR T e

Due in More than One Year............c..couu.....

TOTAL LIABILITIES ...cc.ociovissmnsaianssasavisiv

NET ASSETS:

Investment in Capital Assets, Net of Related DEbl.............couvveriimieriiimseinrsnsesesaesesssssmssessesaessssenns

Restricted for:
Debt Service...............

COMITIUNLY DEVEIOPIN! PIOBCIS... ... e e

See accompanying Notes to Basic Financial Statements,
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....................

GOVERNMENTAL
ACTIVITIES

$ 5,081,709
3,670,707

24,641
184,148
1,918,989
721,732
165,158

55,122

6,924,039
26,600,286

33,524,325

45,346,531

868,730
226,344
226,552
1,047 482

964,489
12,508,760

15,843,367

25,067,211

1,400,400
1,583,708
2,201,074

(749,219)
$ 29,503,174



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Program Revenues
Operating Capital Net (Expense)
Charges For Grants and Grants and Revenues
Functions/Programs Expenses Services Contributions Contributions  (See Next Page)

Governmental Activities:

Mayor and Municipal Legislature.....................ccc........ $ 621272 § -8 - 8 S (621.272)
General GOVEIMMENL...........c...vovevveeeesressessrsssissssens 8,359,519 520,295 4,650,684 - (3,188,540)
PUBNG SBIBYY. .. c..vvmvoitsivssnssssssssnmesssnssssraseone 826,494 - 139,707 - (686,787)
PUNC WOTKS............coevrirensireiens 2,451,742 . - - (2,451,742)
Culture and ReCrealion................oo.evveereremrerorsorenn, 875,208 . - - (875,208)
Health and Sanitation...............cc.oeieiieeeressssesren s 1,631,728 u 82,940 - (1,548,788)
Public Instruction. .. S 45,445 - - - (45,445)
Human Services and Welfare 2,325,194 . 1,787,487 - (637.707)
Urban Development.... 1,698,467 - 212,501 1,386,897 (99,069)
Loss on RehramenlofCapctaiAsset........‘....‘..‘...u.“.“.“ 4,762 - - - (4,762)
Interest on Long-Term Debt...., 621,228 - - - (621,228)

Total Governmental Activities..............ccerreerracrneans $ 19461059 § 520,205 $ 6873319 § 1,386,897 (10,680,548)

General Revenues:
Taxes:
PropertyTaxes, levied for General PUrPOSES...........covumiennincarnnesicininnanans 659,597
Volume of Business Taxes............ccccu... 1,252,864
lntergmemmental 8,364,561

Total General Revenues and Transfers............ovieeiveesieeivsseseesisnersesssnens 13,774,094

CHANGES IN NET ASSETS.......ccocvunusuniens 3,093,546
Net Assets — Beginning of Year. ..o 26,409,628

NET ASSETS — ENDING OF YEAR.......cocotiuramiennsasinnsessssnsssmssssssonsassanns $ 29,503,174

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

BALANCE SHEET — GOVERNMENTAL FUNDS
JUNE 30, 2007

GENERAL
FUND

SBGP
FUND

DEBT SERVICE
FUND

OTHER
GOVERNMENTAL
FUNDS

TOTAL
GOVERNMENTAL
FUNDS

ASSETS:

Cash and Investment (Note 2)............ccc.cove overveee. §
Cash with Fiscal AGent..........c.c.oevvvivevesensceresiensons
Receivables;

2,385,901

Property Taxes...iin s iissninaterrmrsnses <
5 TR B 184,148
R T )| S
Due from Other Funds (Note 6)......
Due from Governmental Units.....
Other Receivables............o.ooovvvvieennn,

570,793
294,755
101,438

127,263

1,678,704

1,635,511

24,541

$ 2,568,545
2,035,196

240,285

426,977
63,720

$ 5,081,709
3,670,707

24,541
184,148
1,918,989
670,793
721,732
165,158

Total Assets.................... wi g 3,537,035

$

1,805,967

$ 1,660,052

$ 5,334,723

$ 12,337,177

LIABILITIES AND FUND BALANCES:
Liabilities:
Account Payable............cccoeeovieeeeieennn,
AccountInterest.. ... .....ccooeveerviie e
Due to Governmental Units..........
Due to Other Funds (Note B)............ccovevricviviererrenn.
Deferred Revenues:
Volume of BUSINESS TaX. ........ccvveeveririeveecresisserens

Intergovemmental — Commonwealth.........................
Federal Grants.............cococovriierecveriercricne e

§ 203412

200,952

1,047 482
294,755

149,982

72,277

1,495,356

$ 310,000
226,344

16,534

$ 224,384

481,982

$ 977,778
226,344
200,952
570,793

1,047,482
294,755
1,495,356

Total Liabilities.............cccoevrneciinveirin e rennnenns 1,836,601

1,717,615

552,878

706,366

4,813,460

Fund Balances:

Reserve For:
Debt Service........cccooiieinnn.
Future EXpenditures............c.oovvveienieiinicveiiiinnnen,

UNMESEIVEL. ......eeviverieeeecenseneres e s se st e er s enenns

260,426

1,440,008

88,352

1,107,274

4,628,357

260,426
1,107,274
4,716,709

1,440,008

Tolal Fund BRISHCHE . ..o mmemronisnpemisivass 1,700,434

88,352

1,107,274

4,628,357

7,524,417

Total Liablilities and Fund Balances............ccoceree.. $ 3,537,035

1,805,967

$ 1,660,152

§ 5,334,723

$ 12,337,877

See accompanying Notes to Basic Financial Statements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

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

JUNE 30, 2007

Total Fund Balances - Government Funds (Page 15)

Amount reported for Governmental Activities in the Statement of Net Assels (Page 13)
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 Depraciatle Capital ASSeIS..........c..oximwiimmiimpiisminimemiiniinme. 3 6924038
Depreciable Capital ASSEIS............... oo creenreresersersrsessenteessersesenson ST 41,029,229

IVt TUCIITS ABBEIS . ..icumiacissiisniansmsvss o sossiivsidos o son s seb s S AV bbbk e sty 12,919,854

ACCUMIIT DBDPBGIION, . rxvevvsssesaarsonsastonsrasmisisis siseonivsedsssnsasiiesii savenses il oissssuanentoas (27,348,797)
Toral Capital ASBBIS. ... i i s issss sy savassV st ok i

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

DEISTAA CIEIN08: i, et et Bt B s o i asscds S tias e conne A

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:

SBGP 1,495,356
) oy 1o R S P TN S, S B 181,479
Christmas Bonus REIMDUISEMENL... . ... ..vcvvierirs e ssrsreeus e srssessseser s sssssssresessssresesseesees 113,276

TokEl DEterTod IROVBIRIBE . o o isemimy peor i S pe s aisa i e v BT,

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

General Bonds and SPECial BONDS..................cuvwsuusarsmmsresnmssrsassersssssmsass sesssssssssssss nssssns (8,499,000)
Note Payable « CRIM (LIMB). ... sisissusimassommisssssinmissssissstamssssmsssspbsssssmasses (209,361)
Note Payable — CRIM (Doubtful ACCOUNIS)... ... -vvce- e cevrmersrs s e s einsessseensens e ser s ses st sisne (219,315)
COMDEnSainG ADBBNOOR! (.. oot e iy e e T v (1,968,747)
CIRINAS BOMIS, o+ ivesmansursmmmeressss s R AT R et (226,552)
MONHGA06 PRYBING. . v i o i ot s a9 s s Sadsamto s s S S S a aes (2,267,826)

Total Long-Term LIADIIHIES.... ... ...ccceerueercumreesee e mr e snscss st csssin s ssisss s ssnansass sessns

Total Net Assets of Governmental Activities (Page 13)

See accompanying Notes to Basic Financial Statements.
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$ 154417

33,524,325

55,122

1,790,111

13,390,801
$ 29,503,174



COMMONWEALTH

OF PUERTORICO

MUNICIPALITY OF AGUADA, PUERTORICO

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

FORTHE FISCAL YEAR ENDED JUNE 30, 2007

OTHER TOTAL
GENERAL SBGP DEBT SERVICE GOVERNMENTAL  GOVERNMENTAL
FUND FUND FUND FUNDS FUNDS
REVENUES:
PrOParty TaXES . imasessssmmin it sssisasiiiinn. 3 659,597 § - § 142190 9§ - § 2,081,557
Volume of Business Taxes...................ccoorrovueonn. 1,252,864 - - . 1,252,864
(SR T S 989,458 - - - 989,458
Federal Assistances................o....... - 589,658 - 2,670,711 3,260,389
Intergovemmental.... ... ..o 8,323 466 . - 4,650,684 12,974,150
Licenses and Pemmits. ..o iorerceivemscereensionss 438,501 . - - 438,501
Rent ... T 87473 - . - 87473
e T 1,079,975 - - 82,940 1,162,915
TOA) ROVEIMIES. ... ..o ioiiioesermnsmnsmessrassassaressusnasmssans 12,831,334 589,658 1,421,960 7,404,355 22,247,307
EXPENDITURES:
Current:
Mayor and Municipal Legislature......................co.. ... 636,586 - 82,703 719,289
General GOVEMMENL..... .....ooorve oo oesssessssone 4,385,543 15601 2 3,490,302 7,801,445
T [ O Sy WSSl 820,863 - - - 820,863
POBHEWOS: ccssriresismssriinisigss 2,348,131 . - 105,403 2453,534
Culture and Regreation................ 1,025,824 - - - 1,025,824
Health and Sanitation.. ..............ceueeione o 1,449,432 23,521 1,472,983
Public INSIICHON. .......coouvvivivensenrsraircreneas 45,445 - - - 45,445
Human Sewvices and Wellare. ... ......c...oviereiivin s 1,125,916 - 1,083,605 2,208,721
Urban Developmenl..........o..cciviiiinuinneioniaiisees 22,855 315,800 - 364,724 703,379
Capilal Outlay 426,601 169,905 - 1,416,983 2,013,489
Debt Senvice:
PIGIDAL v ST e 542,396 - 542,396
Interest and Other Charges. ...................ovovrovenn 621,228 - 621,228
Bond 15508 GOSES. ....ccovviieiiissisinesisiessasinss s sresssiins 16,000 = 16,000
Total EXpenaiures...............oooooccovoeveerereseeseesiessas 12,287,196 501,306 1,479,624 §,567,441 20,535,567
EXCESS OF REVENUES OVER (UNDER)
EXPENDITRRES.. ..o oo isaninsuns insisiniaiuiimbatiioiosns sa 544,138 88,352 242,336 7,404,355 1,711,740
OTHER FINANCING SOURCES (USES):
Procezedof Note..... .. . oo vesree e . - - 1,690,000 1,690,000
THANSIONS — IN... ..oovoveeecoeesrenesss oo essmeeeseiene, . 674,859 265,270 1,605,433 2,545,562
FRRIBTEIS e UM e sabistadisniis s (148,572) (674,859) 2 (1.722.131) (2545,:562)
Total Other Financing Sources and Uses.. ... ... (148,572) - 265,270 1,573,302 1,690,000
Net Change in Fund Balance..........cuecesueereneivenene . 395,566 88,352 507,606 8,077,657 3401,740
PN D i DOGNENN it 1,304,868 & . 599,668 2,218,141 4,122,677
: . \\
FUNU BALANCE ~ ENUING o coeneeranssssssssssssissssnans § 1.700. 88352 ¢ 1107274 § 11,195798 § 1524417

See accompanying Notes o Basic Financial Statements.
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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, 2007

Net Change in Fund Balances — Government Funds (Page 17) $ 3,401,740

Amount reported for Governmental Activities in the Statement of Activities (Page 14)
are different because:

Governmental funds report capital 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:

COPIED ASSBIS 1 e s v s T o A R e enians $ 2013499

Depreciation Expense............ A T A N R RN R A IS O A S av (1,443,412

Excess of Capital Assets over Depreciation EXPENSE...............o. urwseasessinssenssossssnsias 570,087
Governmental Funds only report the proceeds received in the current financial resources are not
Reported as ReVENUES in the FUNDS............. c.cvcover i veeeceirestsreetssssssessre s sassessnssse eessss sesssens 1,790,111
Revenues in the Statement of Revenues that correspond to prior year Resources are not recorded as
Revenue in the Statement of ACHVIIES.............o.evivieeeciie ittt ses s sns s cnasss s sn s ene (1,482,813)

Governmental Fund Report the effect of Bond Issuance Costs as Expenditure when Debt is first
issued, and amortized in the Statement of Activities. This amounts is the effect of these differences:

BN IBRUENCE OB ..vvosiismvisnsomsoisiain sl aTs B kv T RPN R w T 08 16,000
Amortization of Deferred Charges.............c.eucumrenirnscrnersinisssssesss s snssss s ssssenssessees (4.694) 11,306

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...................... (4.762)

Bonds proceeds provide current financial resources to governmental funds, but issuing debt
increase Long-Term Liabilities in the Statement of Net Assets. In the current period,
PIOCERAS TBCBIVEA WES... .. .. ..cvvevseve e verseeeesses s seeenesesens s ssesenssns et ens e ses st seeseassastseasrestes (1,690,000)

Repayment of long-term principal is expenditure in the governmental funds, but issuing debt
reduced Long-Term Liabilities in the Statement of Net Assets. In the current period
ORI, ..o v s s e s S N e i ke e 542,396

Some expenses reported in the Statement of Activities do not require the use of current
financial resouces and therefore are not reported as expenditures in governmental funds.

These aclivities consist of:
Decroase I Chilsmas BOMUS....c.i.ioiicimiin s iiiuici s sissus iwe avsss ionbunsisassasnsasbns sovmsiag 8,344
Total AQHItIONE! EXPENSES...........cvciivenreieearirsseseesass seesesesssos sesenssssssssessessss s ssssussssenssis (44,519)
Change in Net Assets of Governmental Activities (Page 14) $ 3,003,546

See accompanying Notes to Basic Financial Statements.
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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, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality of Aguada, Puerto Rico (Municipality) was founded
in the year 1510, and operales as a governmental unit of the
Commonwealth of Puerto Rico, under the Law Number 81 of August 30,
1991, known as *Autonomy Municipalilies 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 Execulive
Officer and is elecled every four years in the general elections of the
Commonwealth of Puerto Rico. The legislative body consists of 14
Legislators also elecled 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 administralive services.

The accounting policies of the Municipality conform to accounting
principles generally accepted in the United Slates of America (GAAP) as
prescribed by the Governmental Accounling Standards Board (GASB).
The GASB is the slandard-setting body for govermental accounting and
financial reporting. The GASB periodically updates its codification of the
exisling Governmental Accounting and Financial Reporting Standards
which, along with subsequent GASB pronouncements (Statements and
Interpretations) constilules GAAP for governmental units. The following is
a summary of the more significant 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 enlity,
managemenl has addressed all the polential component units. 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, Defermining Whether Certain Organizations Are
Component Units - an amendment of GASB Statement No. 14.

The basic crileria for including a polential component unit within the
reporting entily is if polential component units are financially accountable
and other organizalions for which the nature and significance of their
relationship with the enlity are such that exclusion would cause the
Municipality's financial slatements lo be misleading or incomplete, The
GASB has set forth crileria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an
organizalion's governing body and (1) ability of the Municipality to
impose its will on that organization or (2) the polential for the organization
to provide specific financial benefils lo, or impose specific financial
burdens on the Municipality.

GASBS No. 39 provided additional guidance to determine whether certain
organization for which lhe primary govemment is not financially
accountable should be reported as components units. A legally separate,
tax-exempt organization should be discretely presented as a component
unit if 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

19

economic resources received or held by the separale organization, and;
{c) the economic resources received or held by an individual organization
that the specific primary government, or its component units, is entilled lo,
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 stalemenls: 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 discrele — presentation of the component
unit's financial data in column separate from the Municipality's balances
and transaclions.

The relative importance of each crilerion must be evalualed in light of
specific circumstances in order to delermine which components units are
to be included as part of the reporting entity. Our specific evalualions of
the crileria applicable to the Municipality indicale no organizations meel
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
govemmental aclivities, each major fund, and the aggregate remaining
fund information of the Municipality, as of June 30, 2007, and the
respeclive 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 Seclion 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 renlal charges and operaling methods. The Project is also
subject to Seclion 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-oul by a management agent unrelated to the
Municipality. Since the Project is not legally separated from the
Municipality, its financial dala is merged with the financial data of the
Municipality.

B. Financial Statement Presentation

The basic financial stalements 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
stalements (within the basic financial stalements) calegorize primary
activities as either governmental or business type.

Government-wide Financial Statements

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

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continuation)
B. Financial Statement Presentation (continuation)

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

The focus of the Statement of Net Assefs is designed to be similar to
bottom line results for the Municipality and ils govemmental activities.
This slalement, for the firsl tme, combines and consolidates
govemmental fund's current financial resources (short-term spendable
resources) with capital assets and long-lerm obligations.

The Statement of Net Assets presents the reporting enlities’ assels and
liabilities, with the difference reported as nel assets. Net assels are
reported in three categories:

» Invested in Capital Assets, Net of Related Debt — These
consists of capital assets, net of accumulated deprecialion and
amortization and reduced by outslanding balances for bonds,
noles, and other debl thal are attributed lo the acquisition,
construction, or improvement of those assets.

»  Reslricted 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 hrough
constitulional provisions or enabling legislation.

e Unrestricted Net Assefs — These consist of net assels which
do not meet the definition of the two preceding categories.
Unrestricted net assels often are designated, o indicate thal
management does not consider them to be available for
general operalions. Unrestricted net assets often have
constraints on resources that are impesed by management,
but can be removed or modified.

When both restricled and unrestricted 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 of a given function or segment is offsel by program revenues.
Direct expenses are those lhal are clearly identifiable with a specific
function or segment. Program revenues include 1) charges to customers
or applicants who purchase, use or directly benefit from goods, sarvices,
or priviteges provided by a given function or segment, and 2) grants and
contribulions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items
not properly included among program revenues are reported instead as
general revenues.

Governmental Fund Financial Statements

The fund financial statemenls (the Balance Sheef, the Statement of
Revenues, Expenditures, and Changes in Fund Balance Net Assets) are,
in substance, very similar to the financial stalements presented in the
previous financial reporting model. Emphasis here is on the major funds
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in the govemmental category. Non-major funds are summarized into a
single column.

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

Since the governmental fund statements are presented in different
measurement focus and basis of accounting than the government-wide
slatements, reconciliation is presented and separale explanation for each
differences.

The Municipality reports its financial position (Balance Sheef) and
resuls 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 sel of seff-balancing accounts. Fund accounting segregales funds
according lo their intended purpose and is used lo aid management in
demonstrating compliance with legal, financial, and contractual
provisions.

Required Supplementary Information

Required supplementary information consists of the Management
Discussion and Analysis — a narralive iniroduction 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 govermment-wide financial statements (the Stafement of Nef Assefs
and the Statemeni of Activiies) are reported using the economic
resources measurement focus and the accrual basis of accounting.
Revenue is recorded when eamed and expenses are recorded when a
lizbility is incurred, regardless of the timing of related cash flows. Granl
and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been mel.

Governmental Fund Financial Statements

The govemmental fund financial statemenis are reported using the
current financial resources measurement focus and the modified accrual
basis of accounting. Revenues are recorded when susceptible to accrual;
as soon enough thereafter 1o pay liabilities of the current period. For this
purposes, the govemment 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, 2007

NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

C. Measurement Focus and Basis of Accounting (continuation)

In applying the “susceplible to accrual® concepl lo 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 recognize liabilities
and expenses and the recipienl should recognize receivables and
revenue when the applicable eligibility requirements including time
requirements, are met. Resources lransmilted before the eligibility
requirements are mel should, under most circumstances, be reported as
advances by lhe 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 amounls will be reimbursed. Revenue is, therefore,
recognized as expendilures are incurred to the exlent available. For the
other revenue, moneys are virtually unreslricted and are generally
revocable only for failure to comply with prescribed compliance
requirements. These resources are reflected as revenue at the time of
receipl or earlier if the susceplible lo accrual crileria is mel.

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

Property laxes, volume of business laxes, licenses and permils, and
interest associated with the current fiscal period are all considered lo be
susceptible to accrual and so have been recognized as revenues of the
current fiscal period. all other revenue items are considered lo 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 fund used to account for all the
transactions of the State Block Grant Program. The primarily
objectives of this program is fo development of viable
communities by providing decenl housing, a suitable living
environment and expanded economic opportunities, principally
for persons of low and moderale income.

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

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

Special Revenue Funds. Budgetary control is legally maintained al 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 (ransfer authority (1) to
the Mayor and the Management and Budget Director, within and between
depariments and funds, as long as the tolal budget of the Municipality
(net of interfund 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 Budgel
Director to amend (re-appropriate) each new year's budgel, lo the extent
of outstanding encumbrances, and/or unexpended project/grant
appropriations al year end. Municipality's Legislature action is required
for (1) use of the budgeted Legislature contingency, and (2) the approval
of a supplemental appropriation(s). During the year, several supplemental
appropriations were necessary.

The budget columns (original and final budgets) of the Budgetary
Comparison ~ General Fund 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, including
transfers, require the approval of the Municipal Legislature. Al
encumbrance appropriations in the operaling budget lapse al the end of
the fiscal year.

Since the budgetary basis differs from accounting principles generally
accepled in the United States of America (GAAP), actual amounts for the
General Fund in the accompanying Budgetary Comparison 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. Interfund transactions of the General Funds are not included in
the budgetary basis.

4. Certain accrued liabilities and other debts are not included in
the budgetary basis.

5. Certain revenues susceptible lo accrual, i.e., both measurable
and available, are not included in the budgetary data.

The special funds of the Special Revenue Fund have not been included
in the budgetary comparison because balances are nol budgeted. Also
the budget prepared for the Federal Financial Awards Programs included
in the Capital Projects and Special Revenue Funds is based on 2
program period which is not necessarlly the same fiscal year.
Accordingly, it's not practical to present an annual comparison of budget
for such programs.

continue
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NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

E. Cash and Investment

The Director of Finance of the Municipality is responsible for investing
the available resources in certificales of deposit and other short-term
Investmenls. 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. Inlerest eamned 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 of
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 collateralized.

Cash balance recognized 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 acs as the insurer and
payer of the Municipality's bonds and notes issued in accordance with
law.

F. Receivables and Payables

Aclivity between funds that are representative of lending/bomrowing
arrangements outstanding at the end of the fiscal year are referred to as
either “due toffrom other funds® (i.e., the current portion of interfund
loans) or “advances toffrom other funds® (i.e., the non-current portion of
interfund loans). All other outstanding balances between funds are
reported as “due to/from other funds.” Any residual balances outstanding
between the governmental activities and business-type activities are
reported in the government-wide financial statement as ‘interfund
balances".

Advance between funds, as reported in the fund financial statements, are
offset by a fund balance reserve account in applicable governmental
funds to indicate that they are not available for appropriation and are not
expendable available financial resources.

All trade and property tax receivable are shown net of an allowances for
uncollectible, which are determined upon past collection experience and
current economic conditions. Receivable from Federal Government
represents amounts owed to the Municipality for reimbursement of
expendilures incurred pursuant lo 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 invenlory is not recorded in the Basic
Financial Statements.

H. Capital Assets

Capital assels, which include property, plant, equipment, and
infrastructure assets (e.g., roads, bridges, sidewalks, and similar items),
are reported in the applicable governmental or business-type activilies
columns in the government-wide financial statements. Capital assets,
other than infrastruclure assets, are defined by the government as assels
with an initial, individual cost of more than $500 (amount not rounded)
and an estimated useful life in excess of two years. For improvements
other than buildings, the capital outlay must be greater than $10,000,
extend the estimated useful life for ten years, and be greater than 10% of
the original cost of the asset. The government reports infrastructure
assets on a network and subsystem basis. Accordingly, the amounts
spent for the construction or acquisilion of infrastructure assels are
capitalized and reported in the government-wide financial statements
regardless of their amount.

In the case of the initial capitalization of general infrastructure assels (i.e.,
those reported by govemmental aclivities) the government chose lo
include all such items regardless of their acquisilion date or amount. The
government was able to eslimate the historical cost for the initial reporting
of these assets through back trending (i.e., estimating the current
replacement cost of the infrastructure to be capitalized and using an
appropriale price-level index lo deflate the cost to the acquisition year or
estimated acquisition year). As the government conslrucls or acquires
additional capital assets each period, including infrastructure assets, they
are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs which are essentially amounts
spent in relation to capital assets that do not increase the capacity or
efficiency of the item or extend its useful life beyond the original estimate.
In the case of donations the government values these capilal assels at
the estimated fair value of the item at the date of its donation.

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

TaBLE 1
CAPITAL ASSETS YEARS
Buildings and Building Improvements 15-50
Infrastructure 20-40
Vehicles, Machinery and Equipment 10-15
. 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 lo a
maximum of ninety (30) days. In the event of 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 Municipality accrued a liability for compensated absences,
which meet the following criteria:

continue
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NOTE1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(continuation)

. Compensated Absences (continuation)

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

2. The obligation relates to rights that vest or accumulate.
3. Paymenl of the compensation 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 stalements, the current portion is
the amount eslimaled lo be used in the following year. For the
governmental funds statements, all of 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
presentalions (see Note 9).

J. Insurance

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

K. Interfund Transactions

Interfund transactions are reflecled as loans, reimbursements or
transfers. Loans are reported as receivables and payables as appropriate
and are subjecl to elimination upon consolidation. Reimbursements occur
when one fund incurs a cost, charges the appropriate benefiting fund and
reduces ils relaled cost as a reimbursement. All other interfund
transactions are treated as lransfers. Transfers between governmental or

transfers and relaled amounts receivables and payables are
considered inlemal balances and aclivities that have been
eliminated in the government-wide financial statements.

L. Reservations of Fund Balance - Governmental Funds

The govemmental 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 relaled assels such as inventories and
prepayments are examples of the former. Reserves for debt service and
other specific purposes are examples of the latter.

M. Claims and Judgments

The estimated amount of the liability for claims and judgments, 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 conformity with
accounting principles generally accepled in the United Stales of America
requires management to make estimales and assumptions that affect the
reported amounts of assets and liabilities and disclosures of conlingent
assets and liabilities at the date of the basic financial statements and the
reported revenue and expenses during the reporting period. Actual result
could differ from those estimales.

NOTE2 CASH AND INVESTMENTS

The Municipality maintains its cash deposits in commercial banks
located in Puerto Rico. Under Commonwealth of Puerto Rico slalutes,
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.

During the year, the Municipality invesled its funds in inlerest bearing
bank accounts and short-term certificates of deposit. As June 30, 2007,
the market value of investments recorded in General Fund approximated
its carrying value as follow: (See Table 2)

proprietary funds are netted as parl of the reconciliation to the
government-wide columnar presentation. The Municipality has the
following types of transactions among funds:

Operating Transfers - Legally required Iransfers that are reported
when incurred as lransfers-in by the recipient fund and as
transfers-out by the disbursing fund, with receivables and
payables presented as amounts due to and due from other funds.

CERTIFICATE TABLE 2
oF DeposIT PRINCIPAL EXPIRATION
ISSUED BY AMOUNT RATE DATE
Aguada Cooperative...... $1,000,000 560%  09-1507
Aguada Cooperalive...... 500,000 560%  06-30-07
Aguada Cooperalive 500,000 540%  08-07-07
TOTAL $2.000.000

Advances between funds are also presented as amounts due to
and due from other funds. Transfer includes interest eamed on
restricted cash with fiscal agent in the Debt Service Fund and
operaling and capital improvement in other governmental funds
which is transferred lo the General Fund; and principal and
interest payments of general long-term debt transferred from
the General Fund lo the Debt Service Fund. However, these

continue
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NOTE3 CUSTODIAL CREDIT RISK RELATED TO DEPOSITS

The Table 3 presenled below discloses the level of custody risk assumed
by the Municipality based upon how ils deposits were insured or
secured with collateral at June 30, 2007:

NOTE4 DUE FROM GOVERNMENTAL UNITS

Following are the amounts due from governmental units as of June 30,
2007: (See Table 4)

TABLE4
DUE FROM GOVERNMENTAL UNITS
Category 1: Insured or collaterized wilh securities held by the Secretary AMOUNT
of Tre . i i ;
asury, agent's in the Municipality's name Pkt Rios Depsnai of Trirssortaton and o
Category 2: Collateralized with securities held by the pledging financial mg&mgmuum for the Elderly.... = : 25,637
institution's  trust department or its agents in the Puerto Rico Office for the Socioeconomic Financing..... 85,260
Municipality's name. USA Rural Development 125414
Puerto Rico Treasury Department (Christmas Bonus) ... 113,276
Category 3 Uncollateralized, including any bank balance that is Municipal Revenue Collection Center (CRIM) ..........c..... 181.479
collateralized with securities held by the pledging financial Department of Labor and Human Resources ... 40666
institution or by its trust department or agent by not in the Tolal From to Govemmental Unis...................  $721.732
Municipality's name.
TABLE3
CATEGORY NOTES OTHERS RECEIVABLES
CARRYING BANK
1 2 3 AMOUNT BALANCE As of June 30, 2007, the amount of $101,438
Deposits in corresponds (o rent, construction taxes and volume of
Commercial Banks ....... $ 3,081,709 § - s - $3081700 § 4459577 | business taxes.
Deposils in Credil Unions. 2,000,000 - 2,000,000 2,000,000 s
Deposils in Govemnmental funds report deferred revenue in
Govemmental Bank....... - - 3670707 _ 3670707 _ 3,709,067 connection with receivables for revenue that are not
| {1 R —— $5081709 § - $3670707 § 8752416 $10.168644 considered to be available to liquidale liabilities of the

Reconcillation to Government-Wide Statement of Net Assets:

Carrying amount of deposits in Commercial ﬁanks

UNRESTRICTED RESTRICTED

current period. Governmental funds also defer revenue
recognition in connection with resources that have been
received, but not yet earned. Al the end of the current
fiscal year, the various components of deferred revenues
and unearmned revenue reported in the governmental

ToraL

and Credit Unions $ 2385901 § 2,695808 $ 5,081,709
Carrying amount of deposits in Govemment Bank....... . 3670707 _ 3670707 | funds were as follow:
Total............. §£2385901 §6366515 §.8762416 Unavailable  Unearned
As of June 30, 2007, the Municipalitys cusiodial credt risk was ~ YOUM® OfBUSIESS TaNSs ovvocvwveee § o SUOATARZ
approximalely $3.7 million, which is the bank balance of cash deposited 520 o e 5
al the Government Development Bank of Puerto Rico (GDB). These Christmas Bonus 113.276
deposils are exemnpt from the collateral requirement established by the Total Deferred/Uneamed Revente................  $1.790.111 s_mg_ua_z

Commonwealth

Pursuant lo the Investment Guidelines for the Commonwealth adopted by
GDB, the Municipality may invest in obligations of the Commonwealth,
obligalions of the United States, certificates of deposit, commercial paper,
banker's acceplance, or in pools of obligations of the municipalities of
Puerto Rico, among olhers.

TABLE 5

INTERFUND TRANSFERS WITHIN THE GOVERNMENTAL FUNDS

SOURCES TRANSFERTO AMOUNT PURPOSE
Other Major Fund Debt Service $129.845  Morlgage Principal and

Interest Payments
Other Major Fund  Debt Service 16,000  Bond Issue Costs
General Fund Debt Service 119425  Mortgage Principal
General Fund Other Funds 29147  Specific Project Funding
$294.417

24

NOTE6 INTERFUND TRANSFER AND BALANCES
A. INTERFUND TRANSFERS

Transfers are indicative of funding for capital projects or debl service, and
subsidies of various operalions. (See Table 5)

B. INTERFUND RECEIVABLE AND PAYABLE BALANCES
Interfund receivables and payables at June 30, 2007 are summarized as

follows:
(See TABLE 6
Table 6) INTERFUND INTERFUND

RECEIVABLE PAYABLE AMOUNT
General Fund Other Funds $481,982
General Fund SBGP 72,277
General Fund Debt Service Fund 16,534

Total $570.793
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NOTE7 DUE TO OTHER GOVERNMENTAL UNITS

TABLE 7 AMOUNT
As of June 30, 2007, balance due to other governmental units of the
General Fund for services rendered to the Municipality, consists of the Water and Sewer Authority § 6562
following: (See Table 7) Puerto Rico Treasury Department..... 47,370
Depariment of Labor and Human Rasources _147,000
Total Due to Govemmental Units...........cc....vvenne. $200.952
NOTE8 CAPITAL ASSETS
Capital Assets activities for the fiscal year ended June 30, 2007 was as
follows (See Table 8)
TABLE 8 BALANCE BALANCE
Juwy 1, JunE 30,
DESCRIPTION 2006 ADJUSTMENTS  INCREASES  DECREASES 2007
Non-Depreciable Capital Assets:
Land... . $ 3608336 § $ 375000 § - § 3,983,336
Conslmc!mn m Progress 5,634,430 - 723,962 (3.417,689) 2,940,703
Total Non-Depreciable Capital Assets..... 9,242,766 - 1,098,962 (3,417.689) 6,924,039
Depreciable Capital Assets:
BURGR I s 27,589,758 - 3,417,689 - 31,007 447
Infrastructure........ 12,919,854 - - - 12,919,854
Vehicles, Machlnery and Eqmpmanl ....... 8,614,783 - 914,537 (21,223) 9,508,097
Land Improvements .........c.vevcvsrevseininnes 513,685 - - - 513,685
Total Depreciable Capital Asses............. 49,638,080 - 4,332,226 (21223) 53,949,083
Less Accumulated Deprecialion.
Buildings .... (9,857,128) - (742,452) - (10,599,580)
Infrastruc!ure (9,458,069) - (14,576) . (9,472,645)
Vehicles, Machlnery and Equ:pmem ....... (6,284,646) - (669,261) 16,461 (6,937,446)
Land IMprovements ...........ccouvrorveneeernens (322,003) - (17.123) - (339,126)
Total Accumulated Depreciation.............. (25,921,846) - (1.443.412) 16461  (27,348.797)
Total Depreciable Capital Assets (Net).... 23,716,234 - 2888814 (4.762) 26,600,286
CAPITAL ASSETS, NET ...ooococcerernee $32959000 § - §$ 3967776 (§.3422451) $33.524.325

Deprecialion ~ expenses were  charged to  govemmental
functions/programs as follows: (See Table 9)
TABLE D
AMOUNT
General GOVernMENL...........couvevrevereerseseeeresaans, s % 1210
Public Safety ................. 57,736
Public Works .................. 360,853
Culture and Recreation ................... 461,892
Health and Sanitation ..................... 158,775
Human Services and Welfare.......... 115,473
Urban Development .........covvvveveeerisrenes . 216512
Total Depreciation EXPenses............ovvmmrrrsesninns $1.443.412

NOTE9 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 fo the
Municipality.

continue
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NOTE9 GENERAL LONG-TERM DEBTS (continuation)

General and special obligations bonds payable as of June 30, 2007, are
comprised of the following individual issues:

DESCRIPTION AMOUNT

General Obligations Bonds:

$2,040,000, Series 1997, for construction purposes,

payable in annual installments ranging from $30,000
to $185,000, excluding variable interests up to 6.56%
through July 1, 2021

$1,660,000

$910,000, Series 1998, for construction purposes,
payable in annual installments ranging from $15,000
to $85,000, excluding variable interests up to 6.56%

through July 1, 2020 725,000

$845,000, Series 2003, for construction purposes,
payable in annual installments ranging from $15,000
to $70,000, excluding variable interests up to 5.31%

through July 1, 2027 ..... 785,000

$635,000, Series 2004, for construction and purchase
of equipment, payable in annual installments ranging
from $10,000 to $50,000, excludmg variable interests
up to 5.31% through July 1, 2028... 600,000
$600,000, Series 2005, for construction of a

sanitary sewer system, payable in annual instaliments
ranging from $15,000 to $40,000, excluding interests
0f 4.50% through July 1, 2031 ....ooooccere e 585,000
$518,000, Series 2006, for purchase of equipment,

payable in annual installments ranging from

$64,000 to $84,000, excluding interests

of 4.25% through July 1, 2012 386,000

$285,000, Series 2006, for purchase of equipment,
payable in annual instaliments ranging from

$35,000 to $55,000, excluding interests

0f 6.50% through July 1, 2012.........cocerrerrrerenreroeriacenne 260,000
$360,000, Series 2008, for purchase of equipment,
payable in annual installments ranging from

$40,000 to $60,000, excluding interests

of 7.00% through July 1, 2012..................... B iy

$445,000, Series 2006, for construction purposes,
payable in annual installments ranging from $5,000
to $35,000, excluding interests of 6.50%

through July 1, 2030

320,000

440,000

$1.245,000, Series 2007, for construction purposes,
payable in annual installments ranging from $20,000
to $105,000, excluding interests of 7.00%

DESCRIPTION AMOUNT

$125,000, Series 1989, for construction purposes,
payable in annual installments ranging from $6,000
to $9,000, excluding variable interests up to 8%

through July 1, 2013 $ 46,000

$2,030,000, Series 1993, for construction purposes, payable in
annual instaliments ranging from $30,000 to $185,000, excluding
variable interests up to 8.20% through July 1, 2018 ........coccoevvvvvvn. 1,455,000
$350,000, Series 1994, for construction purposes, payable in

annual installments ranging from $8,000 to $26,000, excluding

interests of 4.50% through July 1, 2018 17,000

Total Special Obligations Bonds 1,803,000
Total General and Special Obligations £8.809,000

The annual requirements to amortize the general and special obligations
outstanding as of June 30, 2007 are as follows (See Table 10):

TaBLe 10
YeAr ENDING PRINCIPAL INTEREST ToTAL

JunE 30, PAYMENT PAYMENT PAYMENT
2008 $ 433,000 $ 519,953 § 952,953
2009 463,000 509,227 972,227
2010 488,000 481,625 969,625
2011 519,000 451,430 970,430
2012 554,000 419,395 973,395
2013-2017 2,241,000 1,645,402 3,886,402
2018-2022 2,211,000 882,907 3,093,907
2023-2027 1,025,000 424,909 1,449,909
2028-2031 875,000 121,614 996.614
TOTAL $ 8,800,000 $ 5,456,462 $14.265,462

B. BOND ISSUANCE COSTS (DEFERRED CHARGES)

Bond issuance costs are reported as deferred charges and amortized as
required by current standards. Governmental fund types recognize these
costs as expenditures during the current period. Those costs, whether or
not withheld 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-Rural Development. The land and buildings of the Jardines de
Aguada Project (Project) secure the mortgages notes. The mortgages
are payable in monthly installments including interest, through 2056, of
$10,939. Interests on the three notes are not available, but fluctuate from
6.38% to 10.75%: (See Table 11)

through July 1, 2031

TABLE 11
Total General Obligations Bonds............ccoocccevewenen...

Speciat Obligations Bonds:

$275,000, Series 1988, for construction purposes,

Balance June 30, 2006.................
Balance June 30, 2007.................

NOTE 1 NOTE 2 NOTE 3 TOTAL

$1543730 § 331770 S 414749 2290249

payable in annual instaliments ranging from $11,000
to $19,000, excluding interests of 5% through
July 1, 2012 85,000

continue
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NOTES GENERAL LONG-TERM DEBTS (continuation)

The malurales of the mortgages notes at June 30, 2007 for the next five
(5) years and thereafter are as follows: (See Table 12)

TABLE 12

Year Ending Aggregate
June 30, Obligation
2008 $ 24442
2009 26,645
2010 29,049
2011 31,671
2012 34,534
2013-2017 225,682
2018-2022 348,816
2023-2027 540,371
2028-2032 677,808
2033-2037 39,778
2038-2042 54,664
2043-2047 75,122
2048-2052 103,237
2053-2055 56,008
2,267,826

Less Current Portion 24 442
TOTAL $2.243.384

The fair value of the mortgage payable is eslimated based on the current
rates offered to the Project for debt of the same remaining matures. At
June 30, 2007, the fair value of the mortgage payable approximate the
amount recorded in the financial statements.

D. OTHER LONG-TERM DEBTS
Following are the Other Long-Term Debts (See Table 13);

NOTE 10 DEBT RETIREMENT

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

These property laxes are accumulated by the Municipal Revenue
Collection Center in costs of the general obligations bonds issued by the
Municipality (See Note 9). Paymenls are made to the Govemmenl
Development Bank of the Commonwealth of Puerto Rico from such
accumulated funds by the Municipal Revenue Collection Center of Puerto
Rico.

NOTE 11 PROPERTY TAXES

The Municipal Revenue Collection Center of the Commonwealth of
Puerto Rico is responsible for the assessment of all real and personal
property localed within the Municipality and for the levy, administration
and collection of the corresponding lax conlribution.

The property tax contribution is levied each year over the appraised value
of the property at the beginning 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.

The tax rate per annum is 8.28% for real property (of which 8.08% is paid
by the taxpayer and .20% is reimbursed by the Puerto Rico Treasury
Department) and 6.28% for personal property (of which 8.08% is paid by
the laxpayer and .20% is reimbursed by the Puerto Rico Treasury
Depariment). From the portion belonging to the Municipality, 6.00% and
4.00%, respectively, represents the Municipality’s basic tax rate that is
appropriated for general purposes and therefore accounted for through
the General Fund.

TABLE 13 BALANCE RETIREMENTS
JuLy 1, NEw AND

DESCRIPTION 2006 ISSUES ADJUSTHENT

Nole Payable - CRIM (LIMS)..  § 248,848 § - § 39487
Note Payable - CRIM

(Delinquent Accounts)............ 266,800 - 47 485

Compensated Absences. ........ 1,915,884 475,676 422813

j 1 1) ¢ [ o) $2431532 § 475676 § 509785

BALANCE The remaining portion belonging to the Municipality of 1.256% ob
JUNE 30, both taxes represent the ad-valorem property taxes withheld by

2007 the Municipal Revenue Collection Center of the Commonwealth
of Puerto Rico and restricted for debt service, which is accounted

$ 28361 | for through the Debt Service Fund (See Note 10). The

219315 Municipality has reached the maximum statutory tax rate limit for

1.968.747 the basic tax while there is no limitation for the ad-valorem tax
Pz ggpoachl (R
23w | °°

E. CHANGES IN GENERAL LONG-TERM DEBTS

The following is a summary of changes in long-lerm debls for the year
ended June 30, 2007. (See Table 14)

The Commonwealth of Puerto Rico granls complele real property
Lax exoneralion on the first $15,000 has assessed valuation on residential
units occupied by their owners. However, the Municipality receives the
full amount levied, excepl for residential unils assessed al less than
$3,500 on which a complete exemption is granted. The Municipal
Revenue Collection Center, instead of the property taxpayer, becomes

the source of payment in these cases.
TABLE 14 BALANCE RETIREMENTS ~ BALANCE ~ AMOUNTS  AMOUNTS
Jury 1, NEw AND JuNe30, DUEWmHIN DuEAFTER | The Municipality grants a complete exemption from
DESCRIPTION 2006 ISSUES ~ ADJUSTMENT 2007 ONEYEAR  NEXT YEAR personal property taxes up to an assessment value of
General Bonds § 5594000 §$ 1690000 § 278000 § 7,006000 $ 321,000 § 6685000 | $50,000, lo retailers with an annual net sales volume
Special Bonds. 1,963,000 - 160,000 1,803,000 112000 1,691,000 | of less than $150,000. The Municipal Revenue
Mortgage Pay. 2,290,250 - 22424 2,267,826 24442 2243384 | Collection Center advances to the Municipality, on
Others Debts... _ 2,431,532 475676 ___500785 _ 2397423 __ 507047 _ 1890376 | monthly payments, 100% of the contribution assessed
TOTAL........... $12.278,782 $.2165676 $_ 970200 $13474249 § 964489 §$12509760 | over property for each fiscal year.
conlinue




COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 11 PROPERTY TAXES (confinuation)

In accordance to Law, these advances will be contributions by the
Municipal Revenue Collection Center from taxpayers. The Municipal
Revenue Collection Center periodically informs to the Municipality the
amounts collected from taxpayers and applied (o 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
of 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 ysar's
gross revenues for all commercial and industrial organizations doing
business in the Municipality and which are nat tolally or pariially exempt
from this tax under the Industrial Incentives Laws of the Commonwealth
of Puerto Rico. All taxpayers are required to file their declarations by April
23 of each year. The tax rates are as follows:

a. 150% for financial institutions 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% of discount. Collections of taxes during current
fiscal year, applicable to the next fiscal year, are recorded as deferred
revenues in the General Fund.

NOTE 13 SALES TAXES

Municipality has issued the Ordinance Number 23, Series 2006-2007,
establishing a Sales and Use Taxes of 1.5% (1% lo the Municipality and
5% to the PR Department of Treasury) effective on January 1st, 2007 on
all sales of goods and properties and a variety of other transactions. This
tax is fo be collected by any merchant dedicated to a business which sells
or provides any goods or services described as laxable by the Ordinance
ar any other ruling set forih by the Municipal Legislature.

The sales tax will apply o all sales, rent contracts, or use transactions,
with some exceptions as defined by the ordinance. All merchants
required to collect the Sales and Use Tax, are required to file a monthly
Sales and Use Tax Return Form, no later than the 201 of the following
month from the month being reported.

NOTE 14  INTERGOVERNMENTAL REVENUES

Intergovernmental revenues consist primarily of funds received from the
Commonwealth of Puerto Rico, ‘in lieu of tax" payments from the quasi-
public corporation, Puerlo Rico Electric Power Authority, and federa
financial assistance received from federal govemment.
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Grants and subsidies received from the Commonwealth of Puerto Rico
and federal agencies inciude, among others, a general subsidy for urban
development and capilal improvements. Intergovemmental 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
Financigl Assistance is recorded in the Special Revenue Fund.

NOTE 15 EMPLOYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Government of Puerto Rico
and its Instrumentalities (ERS) Is the administralor 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 of Puerio Rico
and its instumentalities and of certain municipalifies and components
units not covered by their own retiremeant systems.

Participation is mandatory except for members of the Legislature,
Government Secrelaries, Head of Agencies and Public Instrumentaliies,
Assistants to the Govemor, the Comptroller of the Puerto Rico,
Gubematorial Board and Commiliee appointees and Experimental
Service Station employees. ERS provides relirement, death and disability
benefits. Disabllity retremenl benefits are available to members for
occupational and non-aoccupational disabilities. Relirement benefits
depend upon age &t retirement and number of years of credited service.
Benefits vest afier ten years of plan participation.

The Municipality adopted the requirements of GASBS No. 25 for all the
career employees tat are covered under the Commonwealth of Puerto
Rico Employee's Refirement System, 2 multiple-employer public
employee relirement 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 statule to contribute 5.775%
for the first $550 of monthly salary plus 8.275% for the excess of this
amount, or on the altenative, 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 sysiem
as of December 31, 1999 may elect to transfer from define contribution
programs to the new savings program (a defined contribution plan).

Employeas 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) eam a fixed rate based on the
two-year Constant Maturity Treasury Note or, (b) eam a rate equal to
75% of the retum of the System's invesiment portfolio (net of
management fees), or (c) eam a combinalion of both alternatives.

If at ime 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 after April 1,
1990.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 18 EMPLOYEE'S RETIREMENT PLAN (continuation)

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

A variely 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 fo 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 15):

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, 2007. The P.R.
Retirement Plan Administration provides additional information of the
ERS. 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, PR 00940,

NOTE 16 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 Municipality'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.

YEARS PARTICIPANT'S TABLE 15
The amount of the fotal pension benefit PENSION BENEFTTS
obligation is based on a standardized Qe Semnce Bk ] :
measurement established by GASBS No. 27, 30 or more 550rless 65% of the average of the_ three years of highest salary during
Financial Reporting for Defined Benefit Pension the employee's service period.
Plans and Nofes Disclosure for Defined : i
75% of the average of the three years of highest salary durin
Contributions ~ Plans. The standardized | 0OrMor®  S8ormore 049 1o 280 1o L yRarm ot 0 Y8
; ; the employee's service period.
measurement is the actuarial present value of . P
estimated defined pension benefits, adjusted for 30 or more 65 or more 75% of the averagelof the three years of highest salar_y during
the effects of projected salary increases and the employee's service period (employees started working after
step-rate benefits, estimated to be payable in the April 1, 1990).

future as a resuit of employee services
performed to date. The measure is intended to 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 entitied to benefits, but not yet receiving
benefits, and active employees and the distribution of active employees
between vested and non-vested is not readily available,

Contributions in 2007 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
pension expenditures recorded in the category of administration for the
current and the previous years are as follows: (See Table 16)

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, with the
exception of one (1) lawsuit related to unjustified layoff in which legal
counsel has determined a possible loss of the lawsuit, but the ultimate
resolution of the litigation against the Municipality may depend on
progress in resolving this type of litigation.

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.

TABLE 16
FiscAL YEAR Law No. 447 SysTEM 2000
2007 $225,397 $136,564
2006 $232,260 $129.926
2005 $236.841 $110.247
2004 $225.601 $ 57,178
2003 $218.328 $ 46.226 :
continue
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 17 LANDFILL CLOSURE AND POSTCLOSURE CARE COSTS
OBLIGATION

The Municipality discontinued the operation and ceased to accept solid
wasle in ifs landfill. State and Federal laws and regulations require the
Municipality to perform certain closure procedures and establish
monitoring and maintenance procedures at the landfill site for thirty years
after closure. The closure and post closure care procedures are being
assumed by the Municipality. As guidance for calculation of total closure
costs, the Municipality utilized an estimate provided by the Puerlo 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, 2007.

NOTE 18 FUTURE ADOPTION OF ACCOUNTING
PRONOUNCEMENT

The Governmental Accounting Standards Board (GASB) issued GASBS
No. 42, Accounting and Financial Reporting for Impairment of Capital
Assels and for Insurance Recoveries, which is effective for fiscal year
beginning after December 15, 2004; and GASBS No. 46, Net Assels
Restncted by Enabling Legislation, which is effective for period beginning
after June 15, 2005. Early 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 beginning after December
15, 2006)

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

GASBS No. 48, Sales and Pledges of Receivables and Future
Revenues (Period beginning after December 15, 2006)

GASBS No. 49, Pollution Remediation (Period beginning after
December 15, 2007)

GASBS No. 50, Pension Disclosures (Period beginning after June
15, 2007)

GASBS No. 51, Intangible Assets (Period beginning after June 15,
2009)

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

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE -~ GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Actual Amounts
Budget Amounts (Budgetary Basis) Variance with
Original Final (See Note A) Final Budget

BUDGETARY FUND BALANCE, JULY 1, 2006...... $ 1,495885 § 1495885 § 1,495885 §

Resources (Inflows):

Property TaXeS..........cvveereeeeveeeereeeeeresseenesses 612,112 612,112 659,597 47,485
Volume of Business Taxes.............oovvvrrrovrveren, 1,224,582 1,325,000 1,252,864 (72,136)
SAlES TAXES .. civiisimniiismsem s - - 989,458 989,458
intergovernmental REVENUES.............cccvrveeveenen, 8,046,506 8,195,155 8,323,466 128,311
License and PermitS.............covevevreereerrreresnnnes 526,000 529,000 438,501 (90,499)
BEnbmeste, mete R vl e o BLN A b 56,088 87,588 87,473 (115)
MISCRlIBNBOUS ..o vvisivisisaisssmiarvs vasssissies 622,504 1,664,777 1,073,146 (591,631)
Total Resources (Iflows)..............ccoervvrvernnnn. 11,087,792 12,413,632 12,824,505 410,873
Amounts Available for Appropriation................... 12,583,677 13,909,517 14,320,390 410,873
Charges to Appropriations (Outflows):

Mayor and Municipal Legislature......................... 640,502 759,199 746,146 13,053
General GOVernmMEnt...........covcevvevrreererirrersenns 3,796,948 4,496,632 4,224,472 272,160
Public Safetyi....wwminivan i smmavisning 873,978 825,440 820,906 4,534
PUBlic WOrKS: o nianims i 2,228,751 2,387,579 2,371,095 16,484
Culture and Recreation..............c.oevevvvovsveronn, 970,256 1,051,140 1,042,615 8,525
Health and Sanitation............cc.ccecevevveereveerennns 1,370,024 1,548,026 1,449,432 98,594
Human Services and Welfare..............c..o.ocoo.v... 1,137,083 1,134,594 1,176,056 (41,462)
PUbIiC INSLUCHON. .......eeveveiteeree e 31,000 48,477 45,445 3,032
Urban Development..............coocovrersesvosisnnes 2 - 22,855 (22,855)
Capital QUHAYS:: c.voosiismssssmmmssamsmmsossesmiiss 39,250 58,317 426,601 (368,284)
Transfers to Other FUNGS.............ccoveevvverineenns - 153,572 148,572 5,000
Total Charges to Appropriations........................ 11,087,792 12,462,976 12,474,195 (11,219)
BUDGETARY FUND BALANCE, JUNE 30, 2007.... $ 1,495,885 § 1,446,541 § 1,846,195 § 399,654

See accompanying Notes to Required Supplementary Information.
3



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

BUDGETARY COMPARISON SCHEDULE ~ GENERAL FUND
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

FOR THE FISCAL YEAR ENDED JUNE 30, 2007
NOTEA Explanation of Differences Between Budgetary Inflows and Outflows and GAAP Revenues and Expenditures

General Fund
Sources/Inflows of Resources:

Actual Amounts (Budgetary Basis) AvallabierorAppropnatlon from the
Budgetary Comparison Schedule (See Page 31).... $ 14,320,390

Difference — Budget to GAAP:

Prior-Year Revenue is not inflows of budgetary resources but are revenues for
fIN @Gl FBDOMING PUMPOSES . cveivvvievt e veries e s st cossnsae sbeseaerases stssns tassssmss sosbesemssesssans sunseser sbnsresaress oo 6,829

The Fund Balance at the Beginning of Year is a budgetary resource but is not a
Current-Year Revenue for financial reporing PUIPOSES............curveevereveeensrins s sie e stsserssse e sresta s seaans enes (1,495,885)

Total Revenues as Reported on the Statement of Govemmental Funds Revenues,
Expenditures and Changes in Fund BalanCe (S8 PAGE 17).......e.eesvueruminnieus erssrsionsns s sensesssssssass v ssimssans b) 12,831,334

Uses/Outflows of Resources:

Actual Amounts (Budgetary Basis) "Total Charges to Appropriation” from the
Budgetary Companson SCheAUIE (S8 PAE 31)..........coveuemeems sreevursss s snesnsasssss ses ossenssssas sen ssssns sss s sessesns $ 12,474,195

Difierence — Budget to GAAP:

Encumbrances for supplies and equipment ordered but not recsived are reported
in the year the order is placed for budgetary reporting PUMPOSES..........ccvvvieeeiiiice e (250,426)

Paymenls of encumbrances of prior yearthat are expendlt:msfor financial reponng
purposes but are not outfiows for budgetary purposes.... 221,989

Transfers to other funds are outflows of budgetary resources but are not
expenditures for finanCial rePOMING PUMDOSES. .. .....ve. viseisresesees v svacussun srssns srssssnms sonsssnssssisssasss sossns semsnsnas (148,572)

Total Expenditures as Reported on the Statement of Governmental Funds Revenues,
Expenditures and Changes in Fund Balance (588 Page 17).......cueruvuimmiismmmmsmi s mssmssrs s sssssrens s $ 12,287,196

NOTEB Explanation of Differences Between Budgetary Fund Balance and GAAP Fund Balance

Budgetary Fund Balance, June 30, 2007 (S8 P8 31).......c.c.couvranmniorie s rasirs sennss smsassnnsssnsas sensneses sin s $ 1,846,195
Timing Differences:

CHAN0D I ENCUMDIBIINES.. . 0.t voinsirsnns ssims sassss sstsis smsasssenseanssnenss srpeassirns Sessnm b b G SO A bR AL AT 38,427

Unreserved Fund Balance, June 30, 2007 (S8 Page 15).... ... o.oo.vooioeiceies e eevine st s sans it i s sasesns $ 1,440,008

END OF THIS SECTION
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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, 2007

FEDERAL PASS-THROUGH
FEDERAL GRANTOR / 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)

Seclion 515 Direct Loan (Balance)....... ; 10.415 NIAV $2,267,827
Housing Preservation Grant (Section 533)..........cceceseesssressresereres 10.433 N/AV 19,270
Water and Waste Disposal System for Rural Communities......... 10.760 NIAV 758407

Pass-Through Puerto Rico Department of Education:

Child and Adult Care Food Program 10.558 N/AV .83

Total U. S. Department of Agriculture 3,077,339

U.S. Department of Housing and Urban Development:
Direct Programs:

Section 8 Housing Assistance Payments...............coowwrumemmsnveeenns 14.195 N/AV 388,325

Section 8 Housing Choice Vouchers 14.871 N/AV 516,653
Indirect Programs:

Pass-Through State - Office of the

Commissioner of Municipal Affairs:
Stale Block Grant Program (SBGP)..........c.ccee vervemeremsecsereesennen 14.228 01-FD-37
02-FC-37
02-AB-37
03-AB-37
03-FC-37
04-AB-37
04-FC-37
05-AB-37
05-FC-37
06-AB-37
06-FC-37 501,306
Pass-Through State - Puerto Rico Department of Families and
Children Administration:
Emergency Shelter Grants Program............cccoceesreessnscsssnns 14.231 N/AV 41,399
Total U.S. Department of Housing and Urban Development.... 1,447,683
Subtotal Expenditures of Federal
Awards (Balance Carry Forward).............. 4,525,02

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

FEDERAL PASS-THROUGH
FEDERAL GRANTOR / PASS-THROUGH CFDA ENTITY IDENTIFYING FEDERAL
GRANTOR / PROGRAM OR CLUSTER TITLE NUMBER NUMBER EXPENDITURES
Subtotal of Expenditures of Federal Awards
(BaAlanCe Brought FOWER) .......cuuwimmmimiaiisiassisossmsssimiscinsin $4.525.022
U.S. Deparlment of Justice:
Pass-Through Puerto Rico Depariment of Justice:
Commissioner of Municipal Affairs:
Public Safety Partnership and Community Policing Grants......... 16.710 N/AV 82,703
Pass-Through Puerto Rico Department of Justice:
Public Safety Partnership and Community Policing Grants......... 16.710 NIAV 52,106
Pass-Through Puerto Rico Department of Justice:
Local Law Enforcement Block Grant Program.............cccccccue.e. 16.592 N/AV 31,5
Tolal U.S. Department of Justice......... 166.398
U.S. Depariment of Transporiation:
Pass-Through Transil Security Commission:
State and Community Highway Safety..................ccco.uveve. 20.600 N/AV 1,446
Direct Program:
Federal Transit Formula Grants....... 20.507 N/AV 191.964
Total U.S. Department of Transportation...... ... 193410
U.S. Federal Emergency Management Agency:
Pass-Through Office of the Governor
Authorized Representalive (GAR):
PUbNC AeBiBlant GIaES - .o i 83.544 FEMA1552DR-PR-081 269,957
U.S. Depariment of Education:
Pass-Through Puerto Rico Department of Education:
Safe and Drug Free Schools and Communities....................... 84.186 N/AV 128,038
U.S. Department of Health and Human Services:
Pass-Through Puerto Rico Department of Families
and Children Administration:
Child Care and Development Block Grant.............cc.uuscvussnane 93,575 NAV 158,662
TOTAL EXPENDITURES OF FEDERAL AWARDS .......ccocevsen $5,441,487

See accompanying Notes to Schedule of Expenditures of Federal Awards.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTE 5

NOTE 5

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, Lacal 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 through 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 of 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.

D. For the Section 8 — Rental Housing Choice Vouchers, the amount presented in the Schedule is the total revenues
received from HUD. This policy is consistent with HUD's interpretation of Accounting Issue #10, which states that for the
subsidy programs (such as Section 8), the federal awards expended would equal the net ACC subsidy for the PHA's
fiscal period under audit.

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 N/A 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 moritgage as of June 30, 2007,

MAJOR PROGRAMS

Maijor programs are identified in the Summary of Auditor's Results Section of the Schedule of Findings and Questioned Costs.

END OF NOTES
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the Municipal Legislature
Municipality of Aguada, Puerto Rico

We have audited 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, 2007, which collectively comprise the Municipality's basic financial statements and has issued our
report thereon dated December 4, 2007. 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 accepled 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 intemal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Municipality's intemal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Municipality's intemal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in intemal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiency in
internal control over financial reporting that we consider to be significant deficiency.

A control deficiency exists when the design or operation of a control does not allow management or employees, in

the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A

significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
- Municipality's ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
Municipality's financial statements that is more than inconsequential will not be prevented or detected by the
Municipality's internal control. We consider the deficiency described in the accompanying Schedule of Findings and
Questioned Costs as item 2007-I1-1 to be significant deficiency in intemal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that result in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
Municipality's internal control.

Member al: American Institute of Cerlified Public Accountants {AICPA)
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Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in intemal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be
material weaknesses. However, we believe that the significant deficiency described above is a material weakness.

Compliance and Other Matters

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, accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards
and which are described in the accompanying Schedule of Findings and Questioned Costs as item 2007-1I-1.

We noted certain matters that we reported to management of Municipality in a separate letter dated December 4,
2007.

The Municipality's response to the finding identified in our audit is described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the Municipality's response and, accordingly, we express no
opinion on it.

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.

\
COA Briy Wl f5C
CPA Diaz-Martinez, PSC

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

2294409

Caguas, Puerto Rico
December 4, 2007
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH 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,
2007. 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 Govemment Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Govemments, 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 matenial 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, 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, 2007. However, the results of our
auditing procedures disclosed other of noncompliance with those requirements, which are required to be reported in
accordance with OMB Circular A-133 and which are described in the accompanying Schedule of Findings and
Questioned Costs as items 2007-11l-01 and 2007-11I-02.

Internal Control Over Compliance

The management of the Municipality is responsible for establishing and maintaining effective intemal 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, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
the MUI‘IIC‘P&“ty - ll'ltemal 00ntl'0| S| comp!lance. Momber of: Amerlcan institute of Certified Public Accountants (AICPA)

Puerte Rico Seciety of Gertified Public Accountants
w k] Enroliod in the AICPA Pear Roview Program Since 1968
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A control deficiency is the Municipality's inteal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
Municipality's ability to administer a federal program such that there is more than a remote likelihood that a
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential will not
be prevented or detected by the Municipality's intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies that result in more tl)an a
remote likelihood that material noncompliance with the type of compliance requirement of a federal program will not
be prevented or detected by the Municipality's internal control.

Our consideration of the intemal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in the internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in intenal control over compliance that we
consider to be material weaknesses, as defined above.

The Municipality’s response to the findings identified in our audit is described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the Municipality's response and, accordingly, we express no
opinion on it.

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.

Al

CPA m “MWML:%‘ PsC
CPA DIaz-M::?Inez, PSC

Certified Public Accountants & Consultants
License Number 12, expires on December 1, 2010

Caguas, Puerto Rico
December 4, 2007
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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, 2007

SECTION | - SUMMARY OF AUDITORS' RESULTS

Financial Statements

[0 Unqualified Opinion
[J Adverse Opinion

Type of auditors’ report issued:

Internal control over financial reporting:

® Significant deficiency (ies) identified? Yes
® Material weakness(es) identified? X Yes
Noncompliance material to financial statements noted? & Yes
Federal Awards

Internal control over major programs:

@ Significant deficiency (ies) identified? (] Yes
® Material weakness (es) identified? O Yes

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

[0 Adverse Opinion

Any audit finding disclosed that are required to be reported

Qualified Opinion
[J Disclaimer Opinion

[J None Reported
J No
CJ No

< None Reported
Xl No

O Qualified Opinion
[ Disclaimer Opinion

in accordance with Section 510 (a) of Circular A-133? Xl Yes J No
Identification of Major Programs:
CFDA Number Name of Federal Program or Cluster

10.415 Rural Rental Housing Loans

10.760 Water and Waste Disposal System for Rural Communities

14.195 Section 8 Housing Assistance Payments

14.228 State Block Grant Program

14.871 Section 8 Housing choice Vouchers
Dollar threshold used to distinguish between
Type A and Type B Programs: $300,000
Auditee qualified as low-risk auditee? O Yes Xl No

42
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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, 2007

SECTION || — FINANCIAL STATEMENT FINDINGS

FINDING
CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

>

QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 2007-11-01

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.
This is a prior years finding.

Accounting principles generally accepted in the United States of America require capital
assets to be properly 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 capital 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 capital assets.

None
During this year the Municipality will contract an engineer in order to perform the

inventory and appraisal of all the land related to the infrastructure and other capital
assets.

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, 2007

SECTION ||l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE

CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

NUMBER 2007-111-01

SECTION 8 HOUSING CHOICE VOUCHER PROGRAM (CFDA NO. 14.871)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our Housing Quality Standards Inspections Test we noted that fifteen (15)
inspections forms were not initiated on each page, nor signed at the end by the Section 8
Housing Inspector, the owner, and the tenant, as required in the Administrative Plan. In
addition, the date of inspection was not written on five (5) inspection forms.

Code of Federal Regulations, 24 CFR, Subpart B, Section 982.54 (c) stated that the
Municipality must administer the program in accordance with the Municipality
administrative plan.

Municipality does not have adequate controls over the Housing Quality Standards
Inspections in order to assure that the inspection forms provide with evidence and history
of the inspections.

The absence of the initials, signatures, and date in the inspection forms makes
questionable the authenticity of the inspection and that an annual inspection is being
made.

We recommend management to require that each of the three persons present at the
inspection initiates each page of the inspection form and sign it at the end. In addition
the inspection date should be documented on each form.

None

The Municipality of Aguada implemented a control log where inspections are registered
and also the date of next inspections are scheduled. Also, the Coordinator of Section 8
will take control of the initials on the inspection forms. Before filing the inspection record
the dates are checked for accuracy.

continue



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

SECTION |1l — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

FEDERAL PROGRAM

REQUIREMENT
NONCOMPLIANCE
CONDITION

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
QUESTIONED COSTS
MANAGEMENT RESPONSE

NUMBER 2007-111-02

SECTION 8 HOUSING CHOICE VOUCHER PROGRAM (CFDA NO. 14.871)
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

COMPLIANCE
SPECIAL TESTS AND PROVISIONS

During our tests of participant's files we noted that one (1) Housing Assistance Payment
(HAP) contract was not signed by the owner.

Housing Choice Voucher Program Guidebook, Chapter 11, 11.5, Part A: Contract
Information stated that to prepare the HAP confract, the Municipality must fill in all of the
contract information requested in Part A of the HAP contract. The HAP confract applies
to the household and contract unit specified in Part A. Form HUD-52641 contains
section by section instructions for completing Part A. Part A contains the following
information: Name of tenant, Address of contract unit, Names of household members,
First date and last date of initial lease term, Amount of initial monthly rent to owner,
Amount of housing assistance payment, Identification of utilities and appliances to be
supplied by owner and tenant, and Signatures of the Municipality representative and
owner.

Municipality did not verify that all HAP contracts were signed.

The owner is not bind by a contract to comply with the requirements of the Section 8
Housing Choice Voucher Program.

We recommend management to verify that all HAP contracts are signed.

None

The Municipality of Aguada has implemented a control log for contracts that must be
registered. We check those contracts before leaving the office for accuracy of

signatures, amounts and general information. When contract is brought back to the
office we check that it has the correct numbers of registry.

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, 2007

(1) Audit Findings that have been Fully Corrected:
FISCAL YEAR 2006

Finding Number 2006-11-01  Special Test and Provisions )
Deposits to the Replacement Reserve Account were less than the amount required.

CFDA Number 14.195
Questioned Cost None
Auditee Comments System and procedures corrected.
(2) Audit Findings not Corrected or Partially Corrected:
NONE
(3) Corrective action taken is significantly different from corrective action previously reported:
NONE
(4) Audit findings is no longer valid:
NONE

END OF SCHEDULE




Fstads Libre Bsocicds de Ruerts Rico

CGobierno Muricipal do Dquada
Sdgpartaments de ~finanzas NPT
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AL D

11 de enero de 2008

~ /0

Ledo. Angel M. Castillo
Comisionado

Oficina Asuntos Municipales

PO Box 70167

San Juan, Puerto Rico 00936-8167

Estimado sefior Castillo:
RE: AUDITORIA SENCILLA 2007
Reciba un cordial saludo de este servidor.

Adjunto copia de la Auditoria Sencilla al cierre del 30 de junio de 2007, realizada al
Municipio por la Firma CPA — Diaz Martinez.

Agradeceré que dudas o informacion adicional se comunique con el que suscribe al
teléfono 787-868-0315.

Cordialmente,

= —

Orlando Ortiz Cabéan
Director de Finanzas

Apartads 517 Aquads, Ruarts Rico 00602

Tels. 787-868-6030, 868-4385, 868-0315 » Fax 787-868-6030
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FINDING NUMBER 2007-11-01

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. This is a prior
years finding.

FINDING NUMBER 2007-111-01

During our Housing Quality Standards Inspections
Test we noted that fifteen (15) inspections forms were
not initiated on each page, nor signed at the end by
the Section 8 Housing Inspector, the owner, and the
tenant, as required in the Administrative Plan. In
addition, the date of inspection was not written on five
(3) inspection forms.

During this year the Municipality will contract an
engineer in order to perform the inventory and
appraisal of all the land related to the infrastructure and
other capital assets.

The Municipality of Aguada implemented a control
log where inspections are registered and also the date
of next inspections are scheduled. Also, the
Coordinator of Section 8 will take control of the initials
on the inspection forms. Before filing the inspection
record the dates are checked for accuracy.

Non Compliance
We will begin the process in February and March
2008.

Compliance
The Office of Section 8 operates well.

(Vease instrucciones al dorso)

cmmlj:z: ESZ/(NF MACAON ES CORRECTA

Firma (Funcionario @t’ipal}

Fecha
OC-NARI
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PLAN DE ACCION CORRECTIVA (CONTINUACION)
Entidad Auditada:

FINDING NUMBER 2007-111-02 The Municipality of Aguada has implemented a

Compliance 9
During our test of participant's files we noted that one |control log for contracts that must be registered. We  |The Office of Section 8 operates well.
(1) Housing Assistance payment (HAP) contract was |check those contracts before leaving the office for
not signed by the owner. accuracy of signatures, amounts and general

information. When the contract is brought back to the
office we check that it has the correct numbers of

registry.
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