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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

Municipality of Aguada
Aguada, Puerto Rico

ry:I1:,3r9,t:9 *e.accompanying financiat statements of the governmentat activitjes,eacn ma,or tund and the aggregate remaining fund information of the Municipality oi
fl9:?^9::,1: -"1:19 

j91 tng.yg"l ended June 3-0, zorz, *r,icr, correctivery comprise'the
MUnrclpa ty s bastc ttnancial statements, as listed in the table of contents. Thesefinancial
statements.are the responsibility of the Municipality,s management. Oui responsibility is toexpress opinions on these financial statements based on o--ur audit. We did not aujit thefinancial statements of Jardines de Aguada project, as of Ju n" iO ZOfZ. Those financial
statements were audited by other auditors whole report thereon iave been furnjshed tous, and in our opinion, the amounts included for Jardines de Aguada prolect, are based onthe report of the other auditors.

Except as.described in the following paragraph, we conducted our audit in accordance withaudtrng standards generally accepted in the united states of America and the standards
applicable to financial audits contained in Govemment Auditing Stanaiias, issued by theComptroller General of the United States of America. fnose"stanJaras require that weplan and perform the audit to obtajn reasonable assurance about wheiner the financial
statements are free of material misstatement. An audit includes examining, on a lestbasis' evidence supportang the amounts and discrosures in the financLr statements. Anaudit arso incrudes assessing the accounting principres used ano siiniricant estimates
made by management, as well as evaluating ihe oveiall financial stat,e"ment presentation.
We believe that our audit and the report ofither auditors provide a reasonaOte basis for
our opinions

As more fully described in Note 22 to the financial statements, the lvlunicipalify has not
determined-and recorded in governmental activities an estimate ofthe toialmuniiipalsolia
waste landfill post closure care costs. Accounting principles generally accepted in theunited states of America requires that the riabirity oi post ciosurJ care cJsts be accounted,
which would increase liabilities and decrease nLt aisets of governme;tal activities. The
amount by which this departure would affect the liabilities of t-he governmentat activities is
not reasonably determinable.

suire r5r. rc Bo\ 70:j0. sm.luai. PR u)9:tc7t50. Phom (787) ?56+51.1. Far (787)271{562



ln our opinion, except for the effect of not determining and recording the liability of theestimate of sotid waste tandfi, nosr_crosure ;;;; ;";i;;;;"caebeo rn the rourthparagraph. the financiat statemenis referred to , tL nrJp"irg;"; iresent fairty, in altmateriar respects the financiar oosition of the governmentar;ctiviti"-Iorin" rvruniciparity, asofJune 3o 20i2 and the resp;crrve changes"in finar"i;i;;"i;;;, ;";'ile fiscatyear thenended in conformty with accounrrng prin"ipr". g"nurriiy J";piej ii tie unitea state" oiAmerica.

ln addition, in our opinion, based on our audit and the report of the other audirors, thefinancial statements referred to above present fairty, in att mif-e*f ,""p"""", the respectivefinancial position of the discretetv component unit, each malor fund and the aggregateremainins fund information or tn" rrrrniitp"lity 
"i;s;; ;;';i i;;".i0.2012, and rherespective changes in financiat position tor tn'e tscai year ifre; 

""d;;;" conformity withaccounting principles generally accepted in the Unit"j St"t"" of nr"ii"".
As described in Note 23 to the financial statements, the begrnning balance of net assets
l::-::i.'.:::,:9,1g .adjlst.lhe barance of capiral asset! r. jooit., the besinninsoatance or tund batance of other oovernrrental funds has been restaled to presEnt thEState Legislative Joint Resolutionjfund as.alorirna. --

ln accordance with G ovemment Auditing Sla,dards, we have also issued our report datedNovember 30, 2012, on our consideration of tne fr,f unicipafiV"-in-rlir"r control overfinancial reporting and on our tests of its corpfi"nce w,ti ceiiin 
'piovisions 

oi taws,regulations, contracts, grants, agreements and oiher matters- itre purf,ole oftnat report isto describe the scope of our testing of internat controt over-irnliJlt reporting andcompliance and the results of that teating, and not to proriAe 
"n 

opinio, on the internalcontrol over financial reporting or on com[tiance. That ieport a in inieliaf part ot an auOitperformed in accord ance wirh Govemment Auditing standiiirno siir'io o" con"ioer"oin assessing the results of our audit.

Accounting principres generafly accepted in the united states ofAmeica require that the
:T:!:!:?:".1""1:li?! a?d 

,anatysis 
and budsetary compaison infoiation on pases 4

ro v ano 5u to.br , respectively, be presented to supplement the basic financiar statem;nts.
:r^::ll3iT^1l"I ,]thoughnot a part oJ the basic financiat statements, is required by the
,r*1ylT-:i-rl,i:".:unting Standards Board who considers it to be an essential pirt ofnnanctat reponrng tor placing the basic financial statements in an appropriate operitional,
economic, or historical context. We have applied certain timiteO procldLires to the required
supplementary information in accordance with auditing standarOs generitty accepteO in tneUnited States of America, which consisted of rnquines of maralli,erl 

"o'out 
tn. ,ett oosof preparing the information and comparing the informaiion ioi consistency wittrmanagement's responses to our inquiries, the basic financiar statements, and otherknowledge we.obtained during our audit of the basic financiar ar"t"."nt". we do notexpress an opinion or provide any assurance on the information because the limitedprocedures do not provide us with sufficient evidence to express an opinion or provide any

assurance.
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our audit was conducled for the orrrpose of forming opinions on the financiar statementsthat correctivery compnse the Municipatity 
"f 

Asr;;;;;;;;;i.l##;". rhe scheduteof expenditures of federal awards 
.as required by Omce or uaiagJnent and Budgetcircutar A-133. Audits or srares. Local 'a"r"ih*ti."ria'';;;;_"r7;^ 

orsanizarions(Circular A-133) is presented for nrrrposes of additronal analyS" 
"-ni 

i,iot, ,"qrir"O p"rtof the financiar statements. such informrti"" 
" 

,.,"i".p"i"iiiiii'oi"*inrg"r"n, rno *r"derved from and relates direcfly to lh" !._o"rrvrg ,""'"r"i.g'J# oii"i ,u.oro" ,."0 toprepare the financial statements. rhe informltio'n n"" U""i .rli""i"o to the auditingprocedures applied in the audtr of rhe fina;;t .l;;;;";-;il' 
""rtain 

additionatprocedures, inctuding comparing and reconciring 
"rch 

inio-;i'ito"n alr""arito r," rno"ayingaccounting and olher records used to prepare ihe fir"""i"i .t"t"r"ii" tr to the financiarstalements themsetves. and other additronat pro""orr"" ;;;;;;;;;" with auditingstandards genera[v accepted in the u-niteo statds oi n.eii";.'rn-;;; o;;;;on, rhe scheduleol expenditures of federar awards is raiay 
"tai.o-in 

lri,,-ai;;"i ;;Jt"' , reration to thefinancial statements as a whole.

San Juan, Puerto Rico
November 30, 2012

The stamp E4'1533 was
to the origjnal ot this

,1rr,r/*,,,/r*, -'L

A*--.
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Commonwealth oI puerlo Rico
MUNICIPALIW OF AGUADA, PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

The lo owing d isct ssion and analvsis of the Mun iopatjty of Aguada. ,inanciat performance provdes an overview ol the[4unrcipahty's ,inancrar activ,tres foi the fiscar ,ear eno.,i rr*io. ioiz- pr.ri",J"i i ,n'Jnir'ncr,on ,n,1, rrr" nnan.iarstatements whtch lollow this seclion

FINANCIAL HIGHLIGHTS

Highlights for Government.wide Financial Statements

The govemrnent-wide financial statements report informaton about Ihe l\runrcipality as a whote using the economicresources measuremenl tocus and accrualbasis ol accounl,ng.

. The assets of the l\runicioahtv on a oovemment_wide basis, exceeded its ljabjlities at the close offscal year2012 by g35,203,305 ( tas;ets).

. Revenues rncreased by $j,959,j 31 (j2olo)and expe0ses increased by $1,008,228 (6%)in comparison wih yea.

. The municipality net assets increased by $3,80g,975 in comparison with year 201i.

Highlights for Fund Financiat Statement6

The fund fnanciar sratements provide detaired infomation about the Municiparity's most signiricant funds using thecurrent tinancial resources measurement focus and mooinea accruat tasis oilc;r;,*' -'

. Atlhe close^of the-current lisc€lyear, the Municipality,s governmenlal funds reported combirEd ending fund
balances o,$i4,126,860.

. The GeneralFund reported an unreserved fund balance of $1,696,j65.

General Financial Hightights

. The investment in capitalassets as of June 30, 2012 was $25,5j2.4g1

OVERVIEW OF THE FINANCIAL STATEMENTS

The Municipalitys bas,c financiar statements comprise rhree componenrs: (1) management discussron and anarysis(presented here), (2) basic,inancial statements, and 131 requrred supptemeritJry i"f",ir.fi".. 
- --

The lt'{unicipality's basic financiar statements consist of two kinds of starements, each wirh a different view of the
l\y'unicipality's finances. The governmenlwide linanciar statements provide both [ngi",, ;;a .hort-t"- jrro.ration
aboutlhe Municiparity's overaI iinanciar status. The rund financEr statements tocus on"miloiasffi orte l,,unicipatityt
operalions reporlrng lhose operations,n more delarlthan the governmentwde sfafemJntsl-'---

-4-



Basic Financlal Statements

. Covemnent-WideFinancialstatenents

The government-wide slatements reDort information about the Municrpality as a whote usrng accounttngmethods simrlar to rhose used by onvate-sector busin..r"r. Tl.y r" p[pjr.J ,'r,ni'it" no,, ot..nor,.res0urces measuremenl focus and the accruatbasrs ol accounting. The lirsi;;v;m;it-wtoe statement _ ttreSlaleme/,t o, Net ,4ssels _ presents informalion on aff of frre liunlcipaf-iry"t assetJano riauaites, witn Imdifference between rhe two reported as net assets over rime, increasei or iecreasi i-n the l,tuniciparity,s netassers are an indicaror of whether its rinanciarhearth i, irp.oring o,. d.ioi*ing.-6itrerion-nnaociat tactorssuch as Iheconditron of the irunicipalitys rcads€nd off,.iinf.u.l'n Jr"."y n"ei ti'Oi'onsiOered toassessthe overa, health of the Municrpatity. The second slatement_ lhe Sraremenr,olt"r,:ri,Ji_"pr.r"nS,nrormrton
showing how the net assets changed dunng rhe year. An 

"rhe;eil y;;l;;;;;;rei-!no expenses a,e taren
rn to accounl rn ihe stalemenl of acliv ies regardless ot *rr"n ca.t is ,i,ce,*j oi p"iu.- 

-

The govemmenrwide starernents reports as governmentar activities the i\,/unicipardys bas. s€rvi@s such aspubhc sarety. pubric works. healh and sanitation, cultr:re and recreatron, sorid wi"t"ilporar, r,rr"n raria"aand wetfare and .ommunity devetoDment education ano generaraa;rfliit;oni-ii"-rJu'"r,r,r,"r r,.. p,irrnrytinanced rhrough property taxes, other locar taxes 
".a 

i.r.,g"r;.;[i 
"v-Jn'r.[s. 

tnctuoeo in thegovemmental activities are lhe govemmental funds.

. Fund Financial Statqrcnts

The fund rinanciar statements provjde more detaired inrormatron aboutthe Munioparjty,s mostsignificantfunds.
Funds are accolniing devices thal the i\.4unrcipahty *". tof""j tr""i oi.p"irnl'sorrLs or runoing anospending for particurar purposes. Some funds are required by Federarano conimon*Jir, ,"grt.tions, .. wettby bond covenants.

The Municiparjty's basic services are incruded in govemmentarfunds, which are used to accountforessenlialy
the same functions repoded as govem mentar activities in tne goremment+iioe sLi"a"nl. ro*r".,,rrit" t"govemmenlwide statements, the governmental fu nds are prepared using the f,ow of cunent tnancial resources
measurement focus and the modified accrual basis of acounting Underihis approacfr ttre nnanciat statements
focus on neaFtem inflolvs and oumows ofexlemat re.o*a".,1, *"lirn oJIL"r-ot 

"r-[no"ote 
,esor*s

avairable at yearend. consequenty, the govemmenraifund starements provide a o"r",reJlnort-term ri"* ttr"thelps lhe reader delermine whether there are more or fewer linancial resources tt iil"n O" rpant tn tn" n"r.
ll::]: t::X]p.y:T! 

.rity.: 
prosrams. Because rnis inrormation ooes noienJml-asitne aoarrionar rons.rem locus 0tthe qovemment-wide statements, addiljonal information is provided on a subsequentpage th;t

explains the relationship (or differences) between the government-wide and fu"artat"r"rt..

The govern mental fund statements focus onfiajor,unds. The [ilunicipality,s majo.funds are the general fund
(which accounts Ior the main operating activities ofthe Mu nicipatity) and iunds itrat iompfies wittr a minimum
criterion (percentage of the assets, liabilities, revenues or expeaditures). Funds lhat do not comply with this
crileion are gaouped and presented ifl a single column as other governmental funds.

. Notes to the financia, stefements

Provides integ€l information needed to erplain the basis for the numbers used within the Basic Financial
Statemenls and provide more detailed data.



Required supplemenlary inf ormalion

i:1f.T.:'.'{:'#Jfl"lJil':t':.fjii:#*o" ,he rinanciarposition orrhe rruniciparity and contains r," Budserary

FINAT{CIAL ANALYSIS OF IHE iIUiIICIPALITY AS A WHOLE

- Net As3ets

_ The following table presents a summary of the Statements of Net Assets as of Ju ne 30, 2 012 and 2O1j:

Iuunicipality of Aguada

_ Condensed Statement of Net Assetg

Jtll.e 30, 2012 and 2011

2012 2011

- Current liabilities

$ 22,161,869 $ 16,532,892

38,625,481 32,562,744

60,787,350 49,095,636

8,035,009 7,157.496

17,549,036 13,501,920

25,584,045 20,659,416

25,512,481 23,192,744

7,293,276 3,676,100

2,397,548 1,567,376

[ !!,203,305 $ 28,436,220

Currenl assets

Capital assets

Total assets

Noncurenl liabililies

Total tiabilities

lnvested in capilalassets, netofrelaled debt

Restricted

Unrestricted

Total nel assets

- As noted eadier' net assets mayserve overtimeasa usefulindicator ofthe lrunicipality's linancialposition. lnlhecase
of the [,4unicipality, assets exceeded tiabitities by $ 35,203,305 at June 30, 20jr.

- As previously discr.lssed, byfarlhe largest portion ofthe lvlunicipality's netassels reflect its investmentin capitalassets
(e g., rand, buirdings, machinery, equipmenr and a[ other property) ress any rerared debtuseu to aquire those aiiets
that is still oltstanding. The [r!nrc,pality uses these caprtalasseis to proviie services to cilize6s; co;seq uen1y, flrese_ assets arc not availabte for future spending.

-6-



Changes in net assetg

The lollowing table summarizes the changes in net assets for the years ended June 30, 2012 and 20r j:

Municipality of Aguada

Condensed Siatement ot Activities
June 30, 2012 and 201.t

2012 2011
Program revenues:

Charges for seryices

operating grants and cp0lributions

Capital granls and contributions

General aevenues:

Property taxes

Municipallicense tar

Grcnts and conlribuljons not restic{ed to specifc
prcgrams

lnlerest, lines and penaltjes

l\,,liscellaneous

Loss on disposition of assets

Total rcvenues

Expenses:

General govemment

Plblic sarety

Public works

Recreation

Health and welfare

Economic development

lntereston long{erm debt

Totalexpenses

Change in net assets

Net assets, beglnning ofyear, as restated

Nel assets, end of year

23,663 609

19,854,634 21.210,930

3,808,97s

$ 35,203,305 28,436,220

$ 4,184,341

1,370,328

2.223.853

4,715,s23

1,383,006

9,298,018

264,551

233,278
(9,289)

$ 3,468,576

1,336,316

2,708,998

4,397,699

1,438,315

6,938,718

242,391

61,177

10,437,959

866,721

1,818,379

1,206,392

1.218.400

3,482.427

824,356

8,612,875

1,270,760

3,691,171

2,033,612

1,224j69

3,829,831

548,512

31 394,330

118,740j

28,454,960

Tielr,naipa,ty's nel,assels increased by $3 g0g,975. Approximately 39 percentofthe lllunicipatttys totalrevenuecame rrom granrs and conkrbutions rncruding federar aid whire 25 p;rce;t resu,eo rrom taxes. The i\.4uniciparity,sexpenses covera range of setuices The largest expenses were for general gor"rnruni anJ irbti" *orta.
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FINAiICIAL ANALYSIS OF THE MUNICIPALITY,S FUNDS

Govemmental tunds

Th-e focus of the Municrpardy s govemmentarfunds rs ro provide rnformarionon near-rem rnflows. oumowsand barances0r resources avartabte for strendrno Such rnformation f ,serur in assesiing rie mrln,i,p"i,iillnn.n.,n9 ,.qri,.*ns. rnpartc^urar unreserved fund baranci may serve as a usefurmeasure ofa Minrciparrty s net iisources avartaute at me enoor a fiscar year For rhe fiscar year ended June 30. 2012, rils;;;;;;;i;ffi;i; ;ipii"J,J como,nea enoing runobatances or $r4. i 26.860. o*orarcombined rund.bar.n;.,'$; ;rt,;;;;;;;iri", ,"."'#*ii rro 
"nnce 

orsenerarfund. The remainderof fund batancr is reserued to iroi*t ti.ii.."i ir"i"i'i.;;ffi:ffiJ,g
The gene.al fund-is the operating fund of the lrr]mcipahty. Unreserved fund batance o, the general fund representsapproximarery 760'0 of rorar endrng generar fund barance. 

'ro,. 
tt e y""i enJeol-rn" :0. )diz]tn" rrno o"r"*. or tn"genera,und increased bv $696.833 when comoared wi,r te prior year irre piinipit-"ffiiiit or tn" ,et in".ea."s isan excess of revenues over expendtlures

GEI,/ERAL FUND EUDGETARY HIGHLIGHTS

The generar rund onginar budqet ror the ,iscaroeriod 20fi-2012 presented an increase or 30/o with respecl to pdor yearbudget.. Over the course of the year. the irunrcipatity C"rn.ir i.r,."l ir," rr.lrni"ffiri,l{"t ro ,""r"r,fy 
"",t"inexpendilures among lhe difrerenl govemmenlal functions. Such rectassfcation. *er! nec"i.ary to pro,Oe to, tt"developments that aflected lhe Munrcipahty.s llnances.

The revised budgel revenues exceeded the actuar revenues by 9g9,690. The mosr srgniiicant vanances were onLrc€nses and Pemrts by $418.3S1 and lnlerest. fines and penalties by g137,60g.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets

At lhe end of the ,iscat year, the l\runicipatiiy had 938,625,418 invested in capitat assels, inctuding buildings, tand,conslruction rn progress and equipment. Thls amount represents a net inc{ease oigO,S06, 12 ;,Ji"/, f,o, rh, p,ior.v""r.

Municipality of Aguada
Capital Assets (l'let)
June 30,20'12 and 2011

2012
2011

(as restated)

$ 4.234136
5 234,088

20493,655
4 098 504
1460,471

iion.depreciable assets:
Land

Conslructton in Progress
oepreciab16 assets:
Buildrngs and buildna improvements
Vehicles, machinery and equrpmenl
lnfrast!cture

Total

$ 4.261,866

3 486,719

23315741
4.012 933

3 548.222

$ 38,625,481 s 35,520 854

The Municipality acquired a tolatof $8,145,782 of capitatassets duriog the liscatyear 2011,2012 as fo ows:

. Land - $27,730

-8-



. Construction ir progress _$1,887,205

. Acquisilion of Equipment and Vehicles _$ 359,848. Buildings and Buitdings lmproveme0ts - $3,634,574. lnfrastructure,S2,236,425

Other projecls rejated to repair and maintenance of roads (not capitalized) was developed dudng fhe year 2012.

Long lerm debt

At year-end, the Municipatity had g16,796.750 in generaland specialobligation bonds, an increase of$3,739,3090r29%withlrespecl ro prior vear The fo,owins is a sur-ma,v 
"f 

th" fu;;;i;jri;;;[iffi'l.ii!r"rLr* lo, zorz .no

Municipality of Aguada
Long.term oebt
June 30, 20't2 and 20t.l

2012 2011

General obligations Bonds and Notes

Lli,ls Debt

cRI\.,t

Labor Department

Financing of Deljnquent Accou nts Debts

Puerto Rico Health lnsurance Admin istration

Claims and judgments

Compensated absences

Total

3,156,410 3,058,808

$ 16,853 137 $ 13,113,828

$ 13,113,000

56,387

7,092
.175,450

39,708

305,090

9,370,000

26,081

72,362

63,228

1U,223

34,036

305,090

ECONOMIC FACTORS AND NEXT YEAR'S BUOGET

The n,unicrparity's serected and appointed officiars considered many factors when se,ing the fiscar year 2012-2013budget. One oflhese factors is lhe economv An
personar rncome. hougng ,raorria, 

"na 
,n"rprlllgaeconomrc 

areas cons'dered are lhe population growlh eslimates

The [y'uniopahty appried a conservahve approach rn deve]ormenl budgetestimates. Amounrsavailabre forappropriations

il,]T 9:j"YI::1",:ili:^1T:1yea,2013 are $i4,m4,670, ,pp.ii,"r.rv iio,zsi o;i-dm-ore tran tre nscaryearzu rz 6u0gele0 expendrtrJres are expecred ro srabirize accordingryto the projected revenues. Among pranned projecls,
this budget may be adjusted in accordance wilh economic rnlecti6n prolecLa wtren tneconitruJon prolea promot* oythe l\,lu.ricipality and others private pmjects werc develop Ouring the y'ear.

CONTACTING THE MUNICIPALIW'S FINANCIAL MANAGEMEI{T

This iinancial report is designed to provjde our c[tzens, laxpayers, and credtors w[h a gene[al overview ol IheJtlunicipatity's finances and to demorstrare the [/un.rpahry,s' a;co;;;bit t ;;, ;; ;;;;yi;*res. tf you havequestions aboutthis reportor need additional int(
031 5 or P.o. Bor 51 7, Aguaoa, puerto Rico 006irlalron 

contacl lhe Munrcipahty's Frn ance Department at (787) 868-

-9-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

STATEIUENT OF NET ASSETS
JUNE 30,20'2

ASSETS

Governmental
Aclivities

Jardines
de Aguada

$ 88.355
Cash and cash equivatents (Note 2)
Cash with fiscal agent (Note 2)
Certificates of deposit (Note 2)
Acco.tnts receivable:

Municipal license taxes
Rent licenses and permits
Sales and use taxes
Tenaots

Other
lnterests

Due from other agencies (Note 8)
Restricted deposits
Other assets
Capdal assets, net (Note iO)

Total assets

The accompanying notes are an integral part of these basic financial statements
- 10 _
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$ 4.406,830
8,898,810
2,28't,879

11,951

1 19,5.t 1

233.774

490,000

3,199
5,715,915

38,625,481

$ 60,787,350

150,241

1,019
1,019,596

$ 1 ,288,764

29,515

38
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF AGUAOA

STATEMENT OF NET ASSETS
JUNE 30, 2012

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable and accrued liabilities
Due to other agencies (Note ii)
Deferred revenues (Note l2):
Municipal license taxes
Federal government
lntergovernmental

Matured bonds payable
l\ratured interest payabte
Noncurrent liabilities (Note i4):

Due within one year
Due in more than one year

Accrued interest payable

Total liabilities

Net Assets
lnvestment in capitaj assets, net of related debt (Note ,17)

Restricted for
Debt service
Capital projects

Unrestricted

Total net assets

25,584.045 2,165,996

25,512,481

3,047 880
4.245,396
2.397.548 1877,232)

$ 35,203,305 $ \877 232)

Governmental
Activities

Jardines
de Aguada

$ 44,509

37.658
2,083,829

$ 853,458
4,176,744

1.030,184
630,619
174.024
883,000
286,980

1,406,138
15,446,999

695,899

The accompanying notes are an integrar part of these basic financiar statements
- 11 _
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

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

JUNE 30, 2012

- Total fund balances _ governmental funds $ 14,126.g60

_ Amounts reported for governmental activities in the statement
of net assets are different because:

. Capital assets, net used in governmental activities are
not current financial resources and therefore are not
reported in the governmental funds balance sheet 38,625,481

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Nore 3) (17,549,036)

Net assets of governmental activities 
_$_q!?g!.gg!_

The accompanying nores are an integrar part of these basic financiar statements.
_'15 _
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COMTI'ONWEALTH OF PUERTO RICO
MUNIGIPALITY OF AGUAOA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUNO SALANCES OF GOVERNUEITAI rUIOS rO '

THE STATEMENT OF ACTIVITIES
FOR TIIE FISCAL YEAR ENDEO JUNE 30, 20,I2

Net change in fund balances - total governmental funds

Amounts reported for govemmental activities in the statement of
aclivities are differenl because:

. Governmenlal funds report capital ou ays as expenditures.
However, in the slatement of activities, the cost of those assets
is allocated over their estimated useful lives and reported as
depreciation expense.

. Depreciation expense on capital assets is reported in the
stalement of activities, but do not require the use of current
financial resources. Therefore, depreciatjon expense is not
reported as expenditure in governmental funds.

Governmental funds reporl issuance ot long-term debl as other
financial sources because provides current financial resources.

. Govemmenlal funds report principal payments on long-term
obligations as erpenditures, whereas the principal pay;ents
reduces the long{erm obligations in the stalement ofaclivitjes.

. Loss on disposition of assets is reported ifl the statement of
activities, but do nol require lhe use of current financial
resources,

4,806.586

4,511.208

(1 ,397 292)

(4.770.000)

1,133,965

. Change in accrued jnterest expense which does not require the
use ofcurrent financial resources.

. Some expenses reported in the statement of activities do nol
require the use of currenl financial resources: therefore. are not
reported as expendilures in governmenlal funds.
. Deferred charges. Puerto Rico Health lnsurance Administration. Compensaied absences

Changes jn nel assets of governmenlal activilies

(9,28e)

(307,807)

155.1221
15,672)

(97,602)

3,808 s75

The accompanying notes are an integrar part ol these basic flnanciar statements.
'17
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

ORGANIZATION

The 
.Municipatity of Aguada, puerto Bico (Municipatity) was founded in 1510. Thel\,4unrcinarity is.a poritica egarentity with rurr regisrdtive';ndidminii-tiaiive tacutties inevery anarr ol municipal character,. with perpetual succession existence and legalidentity, separate and independent irom tne ."ntiuf qorein;ent oI theCommonwealth of puerto Flico. The lvlunicipalrty p.rtO"i u iuf f irng" ot ."ri""aincluding: public safety, public works, cuiture, iecreation, neaftn"anO weffare,

education and other miscellaneous services.

The Municipal Government comprises the executive and legislative branches. The
::::,ly:. ?T:I p-:yl"i:"d.by rhe_Mayor ano tre restjatrve oy ine urunicipar
Assemory, whtch has l4 members. The members of ihese branci.tes are elected
every four years in the puerto Flico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The. accompanying financial statements of the N,4unicipality have been prepared jn
conformity 

_with_accounting principles genera y accepted'in ine Uniieil stares otAmerica. (GAAP) as applicabte to governmental entities. The Governmentat

1^":"^r.lll1n_:!1i!grds Board (GAsBi is the accepted sianoaio-se[ins oooy ror
esraottshrng governmental accounting and financial reporting principles.

The financial anformation of the lvlunicipality is presented in this report as follows:

' lvlanagement's Discussion and Anarysis - rntroduces the basic financial
statements and provides an analytical overview of the Municipility;s financial
activities.

Government - Wide Financial Statements - Thjs reporting model includes financial
statements prepared using full accrual of accouniing loi all of the government,s
activities. This approach lncludes not iusl current aisets anO tiabitr:tLs, Out alsocapital assets and tong-term tiabilities (such as buitdings anO intiastructure,
including bridges and roads, and general obligation debt).

Statement of Net Assets - The statement of net assefs is designed to disptay thefinancial position of the Municipality, inctuding capital u.."ii inO-infru.fiu"rur,".
,li.:^i^"l T::!.9j rhe Munrcipatiry wi be broken down into three categories;
rnvested tn capital assets. net of related debt: restricted: and unrestricted.

2.

- 18 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAB ENDED JUNE 30, 2012

statement of Program Actavities - The government - wide statement of activitiesreport expenses and revenues in a format that focuses on the cost of ;a;h of thegovernment's functions. The expense of individual functions is compiieO to tne
revenues generated direcly by the function.

Budgetary comparison schedules - Demonstrating compliance with the adopted
budgetis an important component ofa government's accountabitity to the public.
Under the newreporting model, the Municipality wiltcontinue to prwiOeLuOgetary
comparison information in their fjnancial statements. nn irirportani cnlnge,
however, is a requirement to add the government,s original brOiei to ti,e 

"rrr"ntcomparison of tinal budget and actual results.

The following is a summary of the more significant policies.

a. Reporling Entity

A reporting entity is comprised of the primary government, component units and
other organizations thal are included to ensr16 that linanciat stit"r"nr" ur" not
misleading. Th€ primary government consists of all tunOs, departments, OoarOs
and agen-cies that are not legally separate from the Municipality and fr:r which the
l\ilunicipality is f inancial accountable.

The Municipality's management has considered all potential component units
lltlg,l S*9-T"ntat, nor-for-profit, or prof _orie;ted) ror wrrtcfi-it may oe
lrnancra y accountable, and other legally separate organizations lor which the
[/unicipality is not financia y accountrbte but the natu16 and signific;nce of their
relationship with the Municipatity may be such that exctusi6n oitneir Oasic
trnanctat statements from those of lhe Municipalrty would cause the accompanying
basic financiat statements to be misteading or incomplete. nccorOinjfy, i tejaff!
separate organization would be reported as a component unity of the'ii,iunicipility
It a of the following criteaa are mel:

1) The NIayor appoints a voting.majority of an organization,s governing body
and, either (1) the t/unicipatity has the abitit to impose its wil on that
llS-ui,..91.n or (2) the organization has the potential to provide specjric
,rnanciat benefits to, or impose specific financial burdens on, ihe Municipatity.

_ 19 -
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOF THE FISCAL YEAR ENDED JUNE 30, 2012

2) The economic resources, for which the Municipality is enti ed, either received
or held by the separate organization, are eniireli or almost Jntirely for the
direct benefit of the Municipatity or its constituenG.

GAAP details two methods of presentation: blending the financial data o, the
component units' balances and transactions in a manner similar to thepresentation of the Nilunicipality,s balances and transactions or discrete
presentation of the component units, financial data in columns separate from the
Municipality's batances and transactions. The Jardines Oe elrliOa ero;ect is
included in the basic financial statements as a discretely comporient untt because
of the_ nature of the services they provide and the Municipalityt iOtiity to irpos"
its will.

Jardines de Aguada project is a 70 unil dwelling unit,s project located atAguada,
Puerto Flico. The proJect is operated under Section'515 of USOI, Rural

9-"J^*RT."l!tr.ol-,T.?l^1nd rgqyFled by the u. s. Departmeni oinousins ano
urDan Development (HUD) and USDA-BD with respect to rental charges and
operating methods. The proiect js also subject to Section 8 Housinq Assistance
Payments agreements with HUD, and a significant portion of the pr;iect,s rental
income is received from HUD. The prolecl,s Maloi programs is itstection 51S
Direct Loan and its Section 8 Housing Assistance paym-ents.

b. Government-Wlde and Fund Financial Statements

The govemment-wide financial statements (i.e., the statement of net assets and the
statement of changes in net assets) report information on all the activitaes ol the
N,4unicipality. For the most part, the etfect of interfund activity has been iemoveO from
these statements.

Governmental activities are supported mainly by taxes and interqovemmental
revenues. The statement of activities demonstrates lhe degree to wh-ich the direcl
expenses of a gjven function or segment is offset by program revenues. Direct
expenses are those that are clearty identiliable with a specific lunction or segment.
Program.revenues include .l) charges to customers o; appljcants who purchase,

l_.-":.9r-d-,Il"tly 
b"iefir from goods, services, or priviteges provided by a given

lunctron or segment and 2) grants and contributions that are restricted to meeting

-20-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOF THE FISCAL YEAR ENDED JUNE 30, 2012

the.operational or capital requirements ol a particular tunction or segment. Taxes
and other items not properly included among program revenues are reported
instead as general revenues,

The fund financial statements segregate transactions related to certain functions
or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. These statements present each itajor fund as a
separate column on the fund financial statements; all non-major funds are
aggregated and presented in a single column.

During fiscal year ended June 30, 2011, the [,4unicipalitv imDlemented
Governm€nt Accounting Standards Board Statement No. S+ (CnSg '54), ,Fund
Balance Beponing and GovernmentalFund fype Definitions,. dASB 54 enhances
the usefulness ol fund balance inrormation by providing clearer fund balance
classifications that can be more consisten y applied, and- il clarafies the existing
governmental fund type definitions. lt establishes fund balance classilications thai
comprise a hierarchy based primarily on the extent to which a government is
bound to observe constraints imposed upon the use of the r"sorrjes ,"port"d in
gOvernmental fUndS.

GASB 54 also provides guidance forclassifyjng stabilization amounts on the faceof the balance sheet and requires disciosure of certain information about
stabirization arrangements in the notes to the financiar statements. The delinitions
of the general fund, special revenue fund type, capital projects fund type, debt
service fund type, and permanent fund type are also clarified by the provisions in
this statement.

Measurement Focus, Basis oI Accounting, and Financial Statement
Presentation

The government-wide financial statements are reporied using the economic
tesources measurcment focus and the accrualbasisol accoun hg. Fievenues are
recorded when earned and expenses are recorded when a lia6ility is incurred,
regardless of lhe timing of related cash flows. property taxes are recognized as
revenues in the year for which they are levied. Grants and similar iiems are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

-21 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENDED JUNE 30, 20,I2

Governmental fund financial statements are reported using lhe current financial
resources measurement locus and lhe modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the currenl period.
For this purpose, the government considers revenues to be available if lhey are
collected within 60 days of the current period or soon enough thereafter.
Expenditures generally are recorded when a liability is incurred, as under accrual
accounting.

However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when
Payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current
fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Onlythe portion of special
assessments receivable due within the current fiscal peraod is considered to be
susceptible lo accrual as revenue ofthe current period. All other revenue items
are considered to be measurable and available only when cash is received by the
government.

The Municipality reports the following major governmentalfunds:

1) General Fund

This is the operating fund of the lvlunicipality and accounts for all financial
resources, except those required to be accounted for in another fund.

2) SBGP

This fund account for revenue sources for the development of viable urban
communities, decent housing, suitable living environmenl, rental assislance to
help very Iow-income families afford decent, safe and sanitary housing by
encouraging property owners to rehabilitate substandard housing and lease
the units with rental subsidies to low-income family.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEI'ENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

3) Debt Service Fund

This fund is used to account for the resources
made for principal and interest on long_term
governmental funds.

accumulated and payments
general obligation debt of

4) Loans and Bonds

The Loans and Bonds fund is used to account for the financial resources forthe acquisition of personal property and/or construction of major
improvements which are not financed by other funds.

5) State Leoislative Joint Resolution

The State Legislative Joint Resolution fund is used to account for certain
operations grants awarded by the Legislative oflhe Commonwealth of puerto
Rico. to subsidy certain operations and administrative activities of the
Municipality.

Private-section standards of accounting and financtal reporting issued prior to
December 1, 1989, generally are followed in the governmeit*iJe nnanciaf
statements to the extent that those standards do nol conflict with or contradict
guidance of the Governmental Accounting Standards Board.
As a general rule the etfect of interfund activity has been eliminated from the
government-wide financial statements.

Amounts reported as program reyenues include 1) charges to customers or
applicants for goods, services, licenses, permils, or ;rivileges provided,
2) operating grants and contributions, and 3j capital grants and"contiibutions,
including special assessments. lnternally dedicaied rJ"ourc.s 

"r" 
r"portud 

""general re.venues Gther than as program revenues. Likewise, general revenues
include all taxes.

When both restricted and unrestricted resources are available for use, it is the
government's policy to use restricted resources flrsl, than unrestricted resources
as they are needed.
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COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEDI
FOR THE FISCAL YEAR ENOED JUNE'3o,20T2 '

d. Cash, Cash with Fiscal Ageni, and Certiticates of Deposits

The Municipality,s Finance Director is responsible for investing avaitableresources. The [/unicipality is restricted by law to invest only in sivings accounts
and c_ertificates ot deposits with banks quaiitieO_as a Oeposittry oiprOri" trnO. Uy
Ite Puerto. Rico 

. 
Treasury Department (pHTD) ol in in'siru-m1nts ot tneuovernment uevetopment Bank for puerto Flico (GDB).

Cash with fiscal agent in the capital project s fund consists of unused proceeds
from appropriations from the Legislature ot puerto Rico, ioitn" piv-r-"nt ot 

"rrr"ntrrao ttres, and bonds and notes issued for lhe acquisition and construction ofmajor capitar improvements. cash with fiscar agent in tne debiservice tunorepresents special additional property tax collections ,etulnud by tn"
Commonwealth of puerto Rico and restricieO for tne payment oitire l unicipatity,s
debt service, as established by law.

The Municipality considers all investments with an originat maturity of threemonths or less to be cash equtvalents

e. lnterfund Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscar year is referred to a-s either or.L tolrrom otnerfunds.(i.e., the current portion of interfund loansl or advinces-iolirJm-otner tunOs(i.e., the non-current portion of interfund toans). A othei oriiianOing Oafances
between funds are reported as due tolfrom otrer funds.

I. Capital Assets

capitar assets purchased or acquired are carried at historicar cost or estimated
nrsloncal cost. Contributed assets are recorded at fair market value as of the datedonated. Additions, improvements and other capital ou ays thaiiignif icantty
extend the useful lile of an asset are capitalized. Cjther costs incu"eJ to, l.epalr!and maintenance are expensed as incurred. Deprecialjon in capitit assets is
calculated on the straight-line basis over the fo owrng estimateJ u'seiuf fives:
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

lnfrastructure
Buildings and building improvements
Vehicles and equipment

g. Fund Balances

Uselul Lile

20-40 years
15-50 years
10-15 years

During fiscal yeat 2011, the lilunicipality adopted the provisions of GASB
Statement No. 54, Fund Batance Reporting ind Goveinmentat Fina Type
Definitions (GASB No, 54), which enhanceJ the usefulness oI fund batance
information by providing clearer fund balance classifications that can be more
consistenlly appljed. This statement establishes fund balance classificatjons that
comprise a hierarchy based primarily on the extent to which the l/unicipality is
bound to observe constraints imposed upon the use of the resources reported in
governmental funds,

Pursuant to the provisions ol GASB No. 54, the accompanying fund financial
statements report fund balance amounts that are considered nonjpendable, such
as fund balance associated with inventories. Other fund balances have been
reported as restricted, committed, assigned, and unassigned, based on the
relative strength of the constraints that controlhow specific airounts can be spent,
as described as follows:

1)

2)

3)

Nonspendable - Represent resources that cannot be spent readily with cash
or are legally or contractually required not be spent, including but not limited
to inventories, prepaid items, and long term balances of inte-rJund loans and
accounts receivable.

Restricted - Represent resources that can be spent only for the specific
purposes stipulated by constitutional provisions, external resource providers
(externaily imposed by creditors or grantors), or through enabling legistation
(that is, legislation that creates a new revenue source and restriats its use).
Erfeclively, restrictions may be changed or tifted only with the consent ol
resource providers.

Committed - Represent resources used for specilic purposes, imposed by
formal action of the Municipal,s highest level of decision making authority
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2OI2

(Municrpal Legislature,through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resolution, no later than the end of
fiscal year.

4) Ass/gned - Represent resources intended to be used by the Municjpatity for
specific purposes but do not meet the criteria to be clas;ified as resincted or
committed (generally executive orders approved by the Mayor). lntent can be
expressed by the l\runicipat Legislature, the lvlayoror by anofficialor body to
which lhe Municipat Legistature delegates authority in conformitv w(h the
Autonomous Municipalities Act of puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance re"presents the
remaining amount that is not restricted or committed.

5l llnassigned - Represent the residual ctassification for the Municipaljty,s
general fund and includes all spendable amounts not contained in the other
classificalions. ln other funds, the unassigned classification is used only to
report a deficit balance resulling from overspending for spectfic purooses for
which amounts had been restricted. committed. oiassigned.

Negative fund balance amounts are assigned amounts reduced to the amount
that will raise the fund balance to zero. Consequenfly, negative residual amounts
in restricted, committed, and assigned fund balanie ciassification have been
reclasstfted to unasstgned fund balances

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the general fund) oniy if: (1)
such resources meet the other criteria for those clasaifications, a; delcribed
above and (2) the circumstances or conditions that signal the ;d for
stabilization are identified in sufficient detail and are not ixpecled to occur
routinely. However, the Municipality has not entered into any stabilization_like
arrangements, nor has set astde material ftnanctal resources for emerqenctes
and has not establashed formal minimum fund balance amounts as of and for the
fiscal year ended June 30, 20'12.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI2

ln situatjons when an expenditure is made for a purpose for which amounts areavailable in multiple fund balance classificatrons, the Municrp"lit,.rsles ,estri"teO
resources first, and then unrestricted resources. Within uniestrtt,ed resources,
the l\4unicipality generally spends committed resources first, foffo*.0 Oy r"",gnuO
resources, and then unassigned resources when expenditures.

The classification of the Municipality,s individual governmental funds amonggeneral, debt service, special revenue, and capital-projects fund types used inprior fiscal years for financial reporting purposes was noi atfJJteo oy tne
implementation of GASB No. 54.

h. Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and otherlosses. lnsurance policies are negotiated Oy'in" eu"rto ni"J tr"".ury
Department and costs are allocated a;ong all the municipalit[s oi-p-u.rto nico.Cost of insurance allocated to the Municipality 

"nO 
A"juct.O tiom the gross

property tax collections by the Municipal Revenue Co ection Center (the .CRlM,,)
for the year ended June 30. 20.t 2 amou nted to $ l40,4Og. ti," cuir.nt ,n"rran"epolicies have not been cancelled or terminated. fne CRln/l-atso OeOuctea
$289,335 forworkers compensation insur"nce 

"orering 
all muni"if"i 

"rpfoy""".i. CompensatedAbsences

Employees are entifled to 30 days vacations leave and ig days sick leave peryear. Sick leave is recorded as expendrture In the year paid.' Emfioyees are
entilled to payment of unused sick leave upon retirement ii have Olei emptoyeO
for at least '10 years in the municipat goveinment. On July tSg7, ";i" rr* tSZ
supra amended the Article 12.016, S_ection b (2) of the Mu;icipal Law, authorjzing
the Municipality to pay any excess of vacations and sick lear. ,"o.,rrl"tud or",the maximum previously permitted by law. Calculations musi Oe maoe untit
December 3'l of every year.

Excess of srck leave must be pa td unttl March 31 next every natura I yea r Excess
or vacatrons can be paid after July 1 of every frscal yeat.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2OT2

i. Future Adoption of Accounting pronouncements

Ttre Governmental- Accounting Standards Board has issued the following
statements that the Municipality has not yet adopted:

Slalement
Numbet Statement Name

Adoplion Required
in Fiscal Year

60 Accounting and Financial Fleporting for 2O1Z-13
Service Concessjon Arrangements

6'1 The Financial Beporting Entity: Omnibus 2012-13
- an amendmenl of GASB Statements
No. 14 and 34

62 Codilication of Accounting and Financiat 2012-13
Fleporting Guidance Contained in pre _

November 30, 1989 FASB and AICPA
Pronouncements

63 Financiat Reporting of Deterred Oufltows 20.12-13of Resources, Delerred lnflows ol
Resources, and Net position

65 ltems Previously Reported as Assets 2013-14
and Liabitities

66 Technical Corrections - 2012 - an 2}fi-14
amendment ot GASB Statements No. 1O
and 62

67 Financiat Reponjng for pension ptans - 2013-14
an amendment o, GASB Statement No.

68 Accounting and Financial Reporting lor 2014-15
Pensions - and amendment of GASB
Statement No. 27
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 2012

The impact of these statements on the Municipality,s financial statement has notyet been determined.

k. Use o, Estimates

The preparation of financial stalements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and djsclosure oI contingent assets and liabilities at the date of thefinancial statements and the reported amounts of revenues and
expendituresi/expenses during the reporting period. The most significant
estimates consist of the contribution received fiom the puerto Rico Electric power
Authority andthe lvlunicipal Revenue Collection Center caused by the delay of the
notitication of the actual revenues and expendilures to the presented in the
financial slatements of the agencies mentioned above.

3. RECONCILIATION OF GOVEBNMENT.WIDE ANO FUND FINANCIAL
STATEMENTS

The governmental fund balance sheet includes a reconciliation between Iund
balance-governmental Iunds and net assets of governmental activitjes as reported in
the government-wide starement of net assets. one erement of that reconciriation
explains that some Iiabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. The details of the
approximately $17.5 million difference is as follows:

Bonds payable
Compensaled absences
Note payable
Accrued interest
Claims and judgments
Other long-term liabitities

Net adjustment to reduce fund balance governmental tunds
to arrive at net assets of governmental activities

$ 13,113,000
3,156,4'10

175,450
695,899
305,090
103,187
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2012

DEPOSITS . CUSTODIAL CREDIT RISK

Custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. Under Puerto Flico statutes, public funds
deposited in commercial banks must be fully collateralized for the amount deposited
in excess of federal depository insurance. All securities pledged as collateral are held
by the Secretary ol the Treasury of Puerto Rico. ln addition, the Municipality
maintains deposits with the Government Development Bank for Puerto Rico (GDB).

The [/unicipality's bank balances in commercial banks of approximately $6.6 million
in the governmental activities were fully collateralized at June 30, 2012. The deposits
at GDB of approximately $4.2 million that are restricted principally for capital projects
and the $4.1million in the debt Service fund are unsecured and uncollateralized, as no
collateral is required to be carried by governmental banks. The lvlunicipality maintains
ils deposits in one bank located at Puerto Flico. All kind of deposit is guaranteed by
the Federal Oeposit lnsurance Corporation (FDIC) up to $250,000.

The excess is covered by collateral provided by banks and held by the Treasury
Department of the Commonwealth of Puerto Rico pursuant to applicable laws and
regulations.

PHOPEBTY TAXES

The Municipal Revenues Collection Center (CBIM) of the Commonwealth of Puerto
Rico is responsible by law lor the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is self assessed by the
taxpayer. The assessment is made in a return which must be filed with the CRIM by
NIay 15 of each year. The tax on real property is assessed by the CBIM. The
assessment is made as of January 1 of each year and is based on estimated current
values ol the property as of year 1957. The tax on personal property must be paid in
full together with the return on or belore lvlay 15. The tax on real property is due in
two equal installments in July 1 and January 1, following the assessment date.
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COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDEO JUNE 30. 2012

The rates are 8.83./. for real property and 6.g3./. for personal property. The
composition is as follows:

Basic property
Additional special property - state
Additional special property - municipal
Discounts made by state lo tax payer

Real Personal

6.00% 4.00%
1 .O30/o 1 .03%
2.O0y" 2.OO1"

. _29"/", . .2Oo/o,

8-83% 683%

T-he-Municipality's basic property tax rate represents the portion which is appropriated
lor general purposes and accounted for in the general fund.

The. "Additional special property tax - municipal,, is restricted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt service
Fund when collected by the CRllil and reported to the Nrunicipality.

The "Additional.special property tax - state,, is collected by the CFIIM for the payment
or pnncrpat and interest of general obligation bonds and certain other obligations
issued by the state government.

Residential real property occupied by its owner is exempt by law from the paymentof
property taxes on the first $15,000 of lhe assessed value. For such exempted
amounts, the Department of Treasury assumes payment of the basic tax to the
Municipality, except for property assessed at less tha; g3,5OO, for wnlin no payment
is made. Revenue related to ihe basic tax on exempt property is recorded in the
General Fund when payments are received trom ttre CitM. Compfeie exemption
Irom personal property taxes up to an assessmentof $5O,OOO is granilO to mercnants
with an annual volume of net sales less than $15O.OOO.

Prior to the beginning of each fiscal year, the CRllil informs the Municipatity of the
estimated amount of property lax expected to be collected for the ensuring fisialyear.
Throughout the year, the CRIM advances funds to the l\,,lunicrpatity based;n the initial
estimated collections. The CFIIM is required by law to prepare a settlemeni stafement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the [,4unjcipality and amounts actually collected from taxpayers. This
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

settlement has to be completed on a preliminary basis not later than three months
after fiscar year-end, and a finar setflement mad; not rater tha;ii* ronit a utt", y""l,
ends. lf the CRINI remits to the l,4unicipality property tax aOvances,-wnich are less
than the tax actuafly colected, a receivabre fiom the cBrM is recoioeo at ..rune go.
However, if advances exceed the amount actually collected by the CRiM, a payaofe to
the CBll\i1 is recorded at June 30.

Cu.rrently, the Municipality has received the preliminary settlement from CRtM related
to fiscal year 201 1-12, but not the final setflement as the six montns lerioO after liscal
year ends, provided by law to CR|\4 to issue this, has not yet expired. [,4anagement
believes, based_in part on the experience from prior yeari, thaiwhen received, the
final settlement from CRIM will not show a signifjcant difference from thrpretjminary
settlement and that such difference, if any, will not have a materjal effect on the
financial condition of the Municipaljty.

Based on the preliminary set ement already received, during the year ended June 30,2012, the.amount collected by CRIM from taxpayers anJ chjrges eiceeded the
amount advanced by CFIIM for the same period by approximateli g251,8.15. Such
amount is presented as due from CFIIM in the accompanying financial siatements.
(See Note 8)

MUNICIPAL LICENSE TAX

l.4unicipal License Tax is recorded in the fiscal year in which payment is due and,
accordingly, represents taxes which are due and uncollected ai June 30,2O12. The
annual l\4unicipal License Tax is determined based on the gross income ol all
commerce and industrial organizations that have operations i; the Municipality of
Aguada, and are not totally or partially exempt under the lndustrial lncentive Law of
Puerto Flico.

An annual return of business volume should be filed on or before April l5 of each
year,and payable in two equal installments due on July 1 and January 1. A discount
of 59/.,. is allowed when fu payment is made on or 

-before 
Aprit j 6. The rates ot

municipal license in the Municipaljty of Aguada are as follows:

Financial, savings and loans associations
Other organizations

1 .500k
.50./"
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COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2012

The amounts collected in advance are recorded as delerred revenues in the General
ly11 T!" Municipatity invoiced and c.o ected in advance duri;;lhe current year
$1 ,030,184, corresponding to the next liscal year municipat ticens"e.

7. SALES AND USE TAXES

On July 29, 2007 the Commonwe€lth Legistature approved Act No. 80 (,Act BO,,)
which imposed to all the l\runicipalaties of puerto Rico a uniform municipal sales and
y::-lil-9i 1l?" Errecrive Ausust 1,2007 1% of the .l.s% 

wilt be coriected by the
Munrcrpatities and the remainrno .S7o of the 1 .5% will be collected by the puerto Rico
Department of Treasury.

Act 80 also provides for restrictions on the use of the resources (including the .S of
1 .5% collected by the Commonwealth Government) to be invested in sotid waste and
recycling programs, capital improvements and health and public safetv costs. Amount
collected by the Commonwealth Government wi be deposited in accounts or special
funds in the Governmental Development Bank of puerto nico 1,COe,,1, subject to
restrictions imposed and distributed as follows:

a. .2o/o ol the.5% will be deposited in a ,,1\,4unicipal 
Development Fund,, to finance

costs as restricted by the Act,

b. .2"/" ot the .5olo will be deposited in a ,,[,4unicapal Bedemption Fund,, to finance
loans to municipalities subject to restrictions imposed by ihe Act and,

c. .17o of the .5% will be deposited in a,,Municipal Improvement Fund,,to finance
capital improvement projects; these funds wiI be distributed based on legislation
f rom the Commonwealth,s Legislature.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI2

8. OUE FROM OTHER AGENCIES

Represents grants and contributions due from local and lederal agencies:

Puerto Rico Electric Power Authority
Commissioner Office of Municipal Aflairs
Other governmental funds
Puerto Rico Treasury Department
Municipal Flevenues Collection Center (General Fund)

Total

INTERFUND TRANSACTIONS

a. Due From/To Other Funds:

The due from and due to other fund balances as
follows:

$ 4,083,021
813,967
393,088
17 4,024
251 ,8't 5

$ 5,715,915

of June 30, 20'12 are

Beceivable Fund Payable Fund Amount

General Fund
General Fund

Other Governmental Funds
SBGP
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238,932
100.755

$ 339,687

The balance of $238,932 due from other governmental funds represents
disbursements made by the generalrund tocovervarious pOects and payrolland
related benefits. All remaining balances resulted from the time lag between the
dates that (l) interfund goods and services are provided or reimbursable
expenditures occur, (2) transactions are recorded in the accounting system, and
(3) payments between funds are made.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAOA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

b. lnterfund Transfers:

lnterfund transfers for the year ended June 30, 2012 consisted of the
following:

Transter ln Transfer Out Amount

General
Debt Service
Other Governmental
Funds

Total

Debt Service
General
State Legislative
Resolutions

Joint

5 4 234.136 S 2173A S
5 214 o3A
I 464 224

32 730 097 3 634 574
3 310 134 359 A4a I42s

ro 693 620

12 236142 a1213a
4 211530 436 130
9 2t3 r49

26.052 610

-9151?9-Cg _s__-et$igq -5__!-Q4-eOr

1,902
103,225

200,000

The transfer from the general fund to the debt
represents monies transferred to cover debt service

10. CAPITAL ASSETS

345.127

service fund of 9103.225
payments as become due.

Jun.30, 2011 Batanc.
{A. est ied) tncEa.e. o6cEas8 JunG 30. 2Ot2

Capital asset activity for the year ended June 30, 2012 was as follows:

Primary Govornmenr

Gov€rnmont t Actvtti..:
caprEl asse(s nor be'ng depreciated

Consttuclron'n orooress
Torar cap tat ,sseG nol bernq deprecrated

Capdar assets be'ng deprec'at€d
Burrd'nqs and bu/td nq 

'mprovemenlsVerrcres machrnery and eq!'pmehl

B!' d'nqs and buid'ng imprcv€menb
Vehrcles. machrnery and equ,!menl

Iolar accunuraled depreo.t'on

Torar @plarassels berng deprec,ared ner

Govemm€ntat act'vrnes caDrl3t assers n.i

1 74A.5A5

s 33 625 4a1
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

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

Recreation
Public works
Public safety
General government
Health and welfare

Total

Capital asset activity for Jardines
for the year ended June 30, 2012

Componont Unit-Jadi..s de Aguada

jj ,39? ,2e2

discretely component unit,de Aguada Project,
was as follows:

June 30- 2011 lncreas*

$ 67 ,227
427,390

73,556
791,823

37,296

Batanco

Dscreasa June 30, 2012

Caprral assels, not being depreciated

Total capiral assels not being depreciaied

Capiial assets. be .9 depreciated:

Buldrnqs and building nnp.ovements

Tolal capilal assets bemq depreciaied

Total accumulaled deprec6t6n

Toralcap arassels behg dep€crabd net

Govemmenlar aclivnes cap atassels. nel

93 700

$ 93,700

513.685

2.645 976

25.A52

114 994

3,299 707

93 700

513685

2 U5 976

24.294

139.033

1242

24 039

25 2A1 3 324 988

2 316 4A2 82 610

151 329)

2 399 092

963 225 925 896

s 1 076.925 S 157 329) S
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

11. DUE TO OTHEB AGENCIES

Puerto Rico Electric power Authority
Retirement System Administration
Puerto Flico Water and Sewer Authority
General Services Administration

Total

$ 4,083,021
78,886
14,311

526

$ 4]76,744

895,000

12. DEFERHED REVENUES

Municipal License Tax

The deferred revenues of g1,030,194 in the general fund related to municjpat tjcense
tax collected in fiscal year 201 1-12 that will be earned in liscal year 2012_2013.

13. INTERGOVEBNMENTALREVENUES

lntergovernmental revenues in the general and other governmental funds consist
mainly of collections from the Commonwealth of puerL Rico and the CFllM, andpayments in lieu of taxes from the puerto Rico Electric power Authority.

14. LONG.TEBM DEBTS

Bonds

$125,000 series ol j9B9 for construction purposes, payable in
annual installments of $6,000 to $9,OOO, excluding variable
interests up to 8% through Juty 1 , 2013. $ 9,000

$2,030,000 series of 1993 for construction purposes, payable in
annual installments of $30,OOO to $t 85,OOO, exctuding variabte
interests up to 8.20ol" through July I , 2018.

$350,000 series oI 1994 for construction purposes, payable in
annual installments ol $8,000 to $26,000, excluding interests to
4.50o/o through July '1, 20i8.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

$2,040,000 series of 1997 for construction purposes, payable in
annual installments of $g0,OOO to $185,000, exctuding variable
interests up to 6.56% through July j, 2021.

$910,000 series of 1998 for construction purposes, payable in
annual installments of 915,000 to $8S,OOO, excluding variable
interests up to 6.56./. through July .1, 2020.

$845,000 series of 2OO3 for construction purposes, payable in
annual installments of $15,000 to $7O,OOO, excluding variable
interests up to 5.3'1% through Juty 1, 2027.

$635,000 series ot 2OO4 tot construction and purchase of
equipment, payable in annual installments of $1O.OOO to
$50,000. excluding variable interests up to 5.3.1o,o through
July 1 , 2028.

$600,000 series of 2OOS for construction of a sanitary sewer
system, payable in annual installments of g1S,0OO to $4O,OOO,
excluding interests of 4.50olo through July 1, 2031 .

$445,000 series of 2006 for construction purposes, payable in
annual installments of $5,000 to $35,000, excluding interests of
6.50% through July 1, 2030.

$1,245,000 series of 2OO7 for construction purposes, payable in
annual installments of 920,000 to $105,000, excluding inlerests
of 7% through July 1, 203'1.

$790,000 series of 2OOg for purchase of equipment, payable in
annual installments of $90,000 to $l40,OOO, excluding interests
of 7.50% through July 1,2014.

$ 1,215,000

505,000

655,000

505,000

510,000

380,000

1,100,000
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COMMONWEALTH OF PUEFTO BICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

$746,000 series of 2009 tor construction purposes, payable in
annual installments of $29,000 to 579,000, exctuding interests
of 7.50% through July 1,2023.

$820,000 series of 2OO9 for construction purposes, payable in
annual installments of $10,000 to S75,000, excluding interests
of 7.50% through July 1 ,2029.

$958,000 series of 2009 for construction purposes, payable in
annual installments of $91,000 to $152,000, excluding interests
of 7.50% through July 1,2016.

$61,000 series of 2009 for purchase of equipment, payable in
annual installments of $7,000 to $1 1,000, excluding interests ot
7.50% through July 1 , 2015.

payable in
interests of

Payable in
interests ot

61 8,000

750,000

548,000

30,000

355,000

340,000

955,000

$370,000 series of 2010 for construction purposes,
annual installments of S5,000 to $35,000, excluding
7.50o/o through July 1 , 2016.

$345,000 series ol 2012 lot construction purposes,
annual installments of $5,000 to $35,000, excluding
6%-7.50% through July 1, 2036.

$980,000 series ol 2012 tor construction purposes, payable in
annual installments of $25,000 to $90,000, excluding interests
of 6%-7.50% through July 1, 2031.

$245,000 series ot 2012 lot construction purposes, payabte in
annual installments ot $5,000 to $20,000, excluding interests of
60l.-7.50% through July 1, 2031.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 20i2

$830,000 series ol 2012 lot construction purposes, payable in
annual installments of $15,000 to $7O,OOO, exctuding i;terests
of 6%-7.50% through July 1, 2036.

$255.000 series ot 2012 for construction purposes, payable in
annual installments of $5,000 to $3O,OOO, excluding interests of
6%-7.50% through Juty 't , 2031.

$345,000 series of 2012 tot construction purposes, payable in
annual installments of $5,000 to $3S,OOO, excluding interests of
6%-7.50% through July 1, 2036.

$700,000 series ol 2Oj2 lot construction purposes, payable in
annual installments of $15,000 to $65,OOO, excluding interests
of 6%-7.50% through Juty 1, 2031 .

$470,000 series ol 2012 for construction purposes, payable in
annual installments of 955,000 to g9O,OOO, excluding interests
of 6%-7.50% through July'1,20.18.

$600,000 series ol 2012 fot construction purposes, payable in
annual installments of g'10,000 to $50,000, excluding interests
of 6%-7.50% through Juty 1, 2036.

Total bonds

$ 820,000

250,000

340,000

685,000

415,000

590,000

$ 13,1 13,000

Note Pavable - CRIM (Law .146)

On April 2, 2002, the Municipatity entered into a financing agreement with the CRIM in
the amount of $219,315, to finance delinquent property-tai accounts sold to pivate
investors, under the provision of Law No. l46ofOctobe|l.t,2001. The agreement is
in the form.of_a nonrevolving ljne of credit bearing interest of6.5% for the irst 5 years
and variable for the next 25 years at 125 points over London lnterbank Offered Rate
(LIBOR) and is due on December 1,2032. As described in Law No. 146, interest
payments for the first 5 years will be financed through Ag% of lhe net increase of

-40 -

ORTIZ. RIVER,\. RIIERA & CO.

\r 1r rl \r ts.,,' ti, iir tL.trL ltR L1n9n' -]:rt. 0rik -\- -i6 ir.t I \ -i- i-r i6i



COMMONWEALTH OF PUEFTO FICO
MUNICIPALITY OF AGUADA

NOTEg TO THE FtNANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

subsidyprovided by the commonwearth of puerto Rjco's generar fund. Arso, duringthe first5 years any coflection from those derinquent acCo"unts *iir ol lr"oiteo to tt 
"loan principar. After the 5 year period tne toan ouisianoin; 

-b-a-ffie 
wi[ berestruclured for a 25 years period. Amount js repaid wittr unrestriiteJ funds tfrrougir

y.11h91dllg: 119.. fe advances of property rax and amounts of municipat equatrzalion
runo send to the Municipality by lhe Municipal Revenue Co ection ienter (CRI[/).

Bonds payable Note Payable-CRtM (Law 1461
Principal lnterestPrincipal

$ 862,000
923,000
843,000
901,000
806,000

3,289,000
2,574,000
2,200,o00

715,000

lnterest

2013
2014
2015
2016
20't7
2014-2022
2023-2027
2024-2032
2033-2037

$ 813,442
562,711
513,019
459,832
413,390

1,4'15,990

698,680
244,293

14,250

8,773
8,773
4,773
8,773
8,773

43,865
43,86s
43,855

10,914
10,368

9,822
9.276
8,730

35,468
21,826

8,185

$ 13,113,000 $ 5,135,607 175,450 114,589

Comoonent Unit

The mortgages payable by the discretely component unit is owed by Jardines de
Aguada Project and consists of permanent residences loans proviOeO Ov USOA Rurat
Development. The land and buildings of the p.oject secure tire mortgaqe notes. tne
mortgages are payable in monthly installments including jnterest of dl d,939 through2056. lnterests on the three notes are not available, but fluctuate from 6.38% to
10.7570.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30. 2012

The principalmaturities of the mortgages in each ofthe next five years and thereafter
are aS follows:

Year Ended
June 30,

2013
2014
2015
2016
2017

Thereafter

Amount

$ 2,121,486

$ 37,658
41,070
44,794
48,859

53,300
1,895,805

As described in Note 5, the Municipality levies an annual special tax of 1.03% of the
:":""Tqy+" 9f r"gl property. The proceeds of this tax are required to be credited
to the De-bt Service Fund for payment of general obligation OonOs inj notes oi ttre
Muntctpa ry. the property taxes are collected and retained by the CRIM.

P.lmary Gove.nm.nt Balanco Addttiong Parm.nls

Govsmmontat Acrivl{63:

Nore payabre-CR rM (L MS)
Nore payabre (Law J46)

orh6. Long-lem LEbititi6:
DLe lo Labo. OeDarlmenl

r.su/an@ Ad6 n6tral'o.
Craims and,udgeoenE
Comoensated absenm.

Totatnoncure.rliab ies

Jardrnes de aguada P.oject

$ 9 370,000
26081

1U.223

I 580 304

63 224
72.b2

34 036
305.090

3058.803

s4 770 000 s 862.000s 1,027 000 s 13,1t3oOO
26.081

8 773

4.770 000 1061854 13288 450 8Ta]73

56.136
15 975

270835

7 492
56 387

7 492
56 387

5 672

368437

39 704 39 708
305.090 305 090

3156410 12T AAA

374109

!!Jl!jzq slll4a .l]l!r-9!q ql-q.qs!.1-?L _S!lEl!q

3 s33 524 3.564687 535 355

5 2 156 020 s 34 531 l ?.t3.1-$q !___!l!!q
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

I5. FUND BALANCES

As of June 30, 2012, fund balances are comprised of the following:

Stt
Legt.trtw

Jotni L€n. andS€GP D€bt Swk. R.eruton &nd.

i5,3s
E(:I]ME de€ioor€nt

E6oma deEtoplBi

r 696 t65 _ 25.602 1 52r 943

_!4!!91 !_.!-99.q4I _! !el!!q _L?!!!l-l !!?3!.!q -! ?iullr -! 1!,.1?9,!!q

16. FUND BALANCE DEFICIT

The following fund had a deficit

Fund

in fund balance at J une 30,2012:

Deficit

_911_9914r

be eliminated by grant proceeds in fiscal yeat 2013.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 2012

17. NET ASSETS

Net assets invested in capital assets, net of related debt is comprised of the
following:

Capital assets, net of accumulated
Outstanding balance on capital related debt
Total invested in capital assets, net of related

,I8, RETIREMENT PLAN

$ 38,625,481
(13,113,000)

$ 25,512,48'l

a. Plan Description

The Employee's Retirement System of the Government of puerto Rico and itslnstrumentalities (ERS) is the admrnistrator of a cost_sharing multrple_employer
retirement system established by the Commonwealth of puert-o ii"oiit e Sy"tem
was created under the Act 447, approved on May j 5, 1951 , as amended, and
became etfective on Januaryl, 19S2.

ERS covers. all regular employees of the Commonwealth of puerto Rico and jts
rnstrumentatities and of certain municipalities and components units not covered
by their own retirement's systems.

Participalion 
.is 

mandatory except for members of the Legislature, Government
Secretares, Heads of Agencies and pubric rnstrumentarities, Assistants to the
Governor, the Comptroller of puerto Rico, Gubernatorial Aoara inJ 6ornmtt""
appointees and Experimental Service Statjon employees.

ERS provides retirement, death and disabrlrty benefits. Disability retirement
benefits are available to members for occupational and non_occupational
disabilities. Retirement benefits depend upon age al retirement and numOer ofyears of credited service. Benefits vest after ten years ofplan participation.

Members who have attained an age of at least fifty-five (55) years and have
completed at least twenty-five (25) years of creditabie servlce'oi memters who
nave ararned an age of at teast fifty_eight (58) years and have completed at least
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOB THE FISCAL YEAR ENDED JUNE 30,2012

fifty-eight (58) years and have compteted at teast ten (10) years of creditabte
service, are entitled to an annual benelit, payable monthly for life.

The amounts of the annuity will be one and one-half percent ol the average
compensation multiplied by the number of years of creditable service up to twenty
years, plus 2olo of the average compensation multiplied by the number of years ol
creditable service in excess of twenty years. ln no case the annuity will be less
than $200 per month.

Parlicipants who have completed at least thirty (30) years of creditable service are
entitled to receive the Merit Annuity. Participants who have not attained fiftyjive
(55) years of age will receive 650/0 of the average compensation or if they have
attained fiftyjive (55) years of age will receive 75olo of the average compensation.

Disability retirement benefits are available to members for occupational and non-
occupational disability. However, for non-occupational disability a member must
have at least ten (10) years of service. No benefit is payable it the participant
receives a relund of his accumulated contributions.

On September 24, '1999, an amendment to Act No. 447 ol May 1S, j 95.t , which
created ERS, was enacted with the purpose of establishing a new pension
program (System 2000). Employees participating in the current system as of
December 31 , '1999, may elect to stay in the detined benefit plan or transfer to the
new program. Persons joining the Municipality on or alter January 2OOO will only
be allowed to become members of System 2000. System 2OOO will reduce the
retirement age from 65 years to 60 for those employees who joined the current
plan on or after April 1, '1990.

System 2000 is a hybrid defined contribution ptan, also known as a cash balance
plan. Under this new plan, there will be a pool of pension assets, which will be
invested by ERS, together with those of the current delined benelit plan.

Benefits at retirement age will not be guaranteed by the Commonwealth of puerto
Flico. The annuity will be based on a formula which assumes that each year the
employee's contribution (with a minimum of 8.275% of the employee's satary upon
to a maximum ol 10%) will be invested in an account which will either: (1) earn a
Iixed rate based on the two-year Constant lvlaturity Treasury Note or, (2) earn rate
equal to 75ol. of the return of the ERS's investment portfolio (net of management
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

fees), or (3) earn a combination of both alternatives. participants will receive
periodic account statements similarto those ofdefined contribuiion plans showing
their accrued balances. Disability pensions will not be granted under System
2000. The employer's contribution (10.275o/o ol the emftoyee,s salary) will be
used to fund the current plan.

b. Contribution Requiremants

Commonwealth legislation requires employees to contribute S.77S% of gross
salary up to $6,600 plus 8.275o/o ol gross satary in excess of $6,600. The
Municipality's contributions are ,10.275o/o of gioss salary. Contributions,
requirements are established by law.

The actuarially determined contribution requirement and contributions actually
made.for the year ended June 30, 2012 was approximately $430,86S.Th;
Municipa ty's.payroll for employees covered by ERS was appioximately $ 4.2
mrllion. The Municipality total payroll for all employees was approximately
$7.5 million.

Additional information on the ERS is provided in its linancjal statements for the
year ended June 30, 2012, a copy of which can be obtained from the ERS,
Minillas Station, PO Box 42003, San Juan. pR OO94O.

.I9. RISK MANAGEMENT

The Risk Management Division of the Municipality,s Legal Department is responsible
of assuring thatlhe [,lunicipality's property is properly insured. Annually, ihe Risk
Management Oivision compiles the information of all property owned and its
respective market value. After evaluating this information, the Aisk Management
Division submits the data regarding the Municipality's properties to the Area of public
lnsurance at the Department of the Treasury of the Commonwealth of puerto Rico
who.is responsible for purchasing all property and casualty insurance policies of all
municipalilies.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

20. CONTINGENCIES

21.

22.

a. The Municipality receives Federal Grants for specilic purposes that are subject toreviewand audit by the grantor agencies. Altiough suc'h audifs could generate
expenditure disallowances under the terms of the grants, management believes
that any required reimbursements would not be miteriai.

b. The Municipality is a defendant and/or co_defendant in various lawsuits which
claims for actual damages. Some of these lawsuits are covered by tnsurance.
The Municipality's management and outside counsels believe thaiis probable
that any potential liability that might exist, if any, in excess of the insurance, will
not atfect significanfly the financial position of ihe Municipality.

COMMITMENTS

The Municipality ofAguada had several outstandang or planned construction pOects
as oJJune 30, 2012. These proiects are evidencedly contractualcom;itments with
contractors. The construction projects are commitments of the Loans and Bonds,
lund that amounted to approximately $4.2 million.

MUNICIPAL SOLID WASTE LANDFILL CLOSURE ANO POSTCLOSURE COSTS

The Municipality discontinued the operation and ceased to accept solid waste in the
landlrll. State and Federal laws and regulations require the Municipality to perform
certain closure and postclosure procedures and establish monitoring and
maintenance functions at the landfill site for thirty years after closure.

ln.accordance with Statement No, 1B of the cASB, ,.Accounting for lvlunicipal Solid
Waste Landfill Closure and postclosure Care Cost,,'the Municipa"lity should perform a
study of the activities that need to be implemented at the ilunicipality,s landfill to
comply with applicable state and federar regurations and to determine an estimate ofpostclosure costs. As of June 30, 2012, no amount has been estimated as post
closure cost of the landfill to be accounted for as required by accounting principles
generally accepted in the Unites States of America and state ;nd federal Lgulations.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

23. RESTATEMENT

a. Net Assets;

The beginning balance of net assets as of Juty 1, 2011 has been restated as
follows:

Net assets atbeginning ofyearas previously reported $ 28.436.220
Understatement in capilal assets 2,95g,110

Net assets at beginning of year as restated

b. Fund Balance:

$ 31,394.330

The beginning fund balance of the Other Governmental Funds has been
restated to present the State Legislative Joint Resolution fund as major fund,
as follows:

State
Legislative Other

Joint Governmental
Resolutions Funds

Beginning fund balances, as previously
reported
To reclassify fund balances

$ - $ 4,360,586
1,540 967 (1,540,967)

Beginning fund balance, as restated $ 1,540,967 $ 2,g19,619

24. SUBSEQUENT EVENTS

On September 7, 20'12, the Government Development Bank for puerto Rico (GDB)
approved the issuance of$200,000 general obligation bond to the Municipality ior thejmprovements to the "plaza Monumento EI Sold;do,. The interest rate range from 6%
to 7.5% and the maturity date is Juty 1,2027.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENOEO JUNE 30, 2012

P:-l."tFlL:l-l ?912,.G08 approved the issuance of $75,ooo seneral obrisation
oono tothe Municipality for improvement to a basketball court. Theinterest rateiange
ftom 60/0 lo 7.5o/o and the maturity date is Juty 1 . 2027.

On September 7, 20'12, GDB approved the_issuance of g1,49O,OOO generat obligation
bond to the Municipality for construction of a vacationai sport 

"frO.-ii," 
int"r""t r."t.

range from 6% to 7.S% and the maturity date is Juty 1, 2b37.

ln addition, in preparing these financial statements, the Municipality has evaluated
events and.transactions for potential recognition or disclosure tnrougi ttovemOer SO,
2012, the date the financial statements wlre available to be issuedl
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COMMOI{WEALTH OF PUERTO RICO
MTJNICIPALITY OF AGUAOA

BUDGETARYCOMPARISOI{ SCHEOULE. GET{ERAL FUNO
FOR THE FISCAL YEAR EI{DEO JUNE 30. 2012

Ora!inal

Vari.ncowith
Acll'alAmounb FimlBudg6t-

(audgotaryEasB) po.itivo
lso. Xot ll rN.oriiv,l

REVENUES

Municioallrcense taxes
Lrcences and perrnils
Chages for setuices and rcnr

staie contributions
lnlerest, Iines and penatties

EXPEI{DITURES

General government

Totai expendiiures

OTHER FINANCING SOURCES
ReprogEmming {unds

Etcess of rcvenues over

$ 3 250 072
1 450.650

667 E50
1 347636
6.664.397

410.000
263.276

14.?53,881

3.250 072
1 450 650

667.850
1 347 636
6.864.397

410.000
263 276

3 250 07?
1507.110

249,499
1 590.402
7.033.343

272.392
261 373

56.460
(418.351)
242 766
168.946

(137.608)
(1 903)

(89.690)14 253.881 '14164.191

8.139 685
865.701

3.960,774
872 224
395.497

I 767 762

803 640
3 954.870

762 714
42A 782

8.553 567
800 571

3_932.720
745770
417 379

214,195
3 069

22150
16.944
11,403

14 253 881 14 717.768 14 45A.AO7

463.887 463 8a7

s

Erpl..a0oon of Diltorenc6:
Sourc../h0os ol F..0ra-:

Actual anou.ts (budgetary basis) "a€itabte fo. apprcpnaions trom the budqetary @npanson $hedlte
Oilferen@s - budget to GAAP:

Net chanOe in reeivabtes

lolal revenues as epo.i6sd on the slaleme ot @venues expend u.es and changes n tund batances ldencn)
Us.doutnM ol @our..!i

Actua amounts (budoetary bas6) ,totat chang8 to appropmrons, Irom the budgeEry ompanson schedlte
O',reren@s bldqer b GMp:
Pnoryearencumtan@s rMrded as curcnl year erD€nditures 6r cMp basrs
Nel chanoe n payabtes

Cu@.i year encumbanes reorded as expendlucs tor budgelary pueoses

&c0

178_A71 178011

14,1641S1

1231 136

s 15 395 377

513642

Totalexpend ures as .ep.ned on the sbtene ol revenues expenddures andcha.ges in tund bata.ces (de6cit) S 15067,221

See note to Budgetary Comparison Schedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTE TO BUOGETARY COMPARISON SCHEDULE - GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 20,12

NOTE I - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Control

I11y:Tii"lily. "nnuat 
budget is prepared on the budgetary basis of accounting, which

rs not.rn accordance with accountjng principles generally accepted in the United Slates of
America, and represents departmental appropii"t,ons ,ecommendeJ by the Mayor and
?p-l]:y:9 qy.ry Municipat Legistature prior ro the besinning of ihe fiscjr year.
Amendments to the budget require the approval of the Municipal Legislature. Transfers of
certain appropriations within the budget known as Mayor's Executiviorders do not require

lf T!^"-rl of the.I\,runicipat Legistature. The Municipatity pr"p"r". iti annuat budget
rncludrng the operatrons of the general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e.,
purchase orders, contracts) are considered expendilures when incurred. For USGAAP
reporting purposes, encumbrances outslanding atyear-end are reported as reservations of
fund balances and do not constitute expenditures or liabilities because the commitments
will be honored during the subsequent year. ln addition, under the budgetary basis of
accounting, revenues are recorded when cash is received.

T-he unencumbe.red balance-of any appropriation at the end ofthe fiscalyearwill lapse at
the end of such fiscalyear. Olher appropriations, mainly capital project appropriations, are
continuing accounts for which the Municipal Legislatuie nis autnorized ihai an unspent
balance from the prior year be carried forward and made available for current spend'ing.

The annualbudget as presented in the Budgetary Comparison Schedule_ GeneralFund is
the budget resolutions at June 30, 20.12 representing the original budget.

-52-

ORTIZ, RIVERA. RIVERA & CO.

Suilclil.K)Bo{702j(r.S}iIu.PR.m9l67250.Phomil87)7j6851.FArn?}rl45ii2



PART III - SINGLE AUDIT SECTION
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U.S. O.p..rtmnr ot Ho!.hg a.d UrDan

S6tDn 8 Housng Choce voucners
Passrhtuuqh Commssio^er Off@ ot MlncDat At a6 Commundy

Passlh.ouqh Pueno Rico Oepanmenl of Fah,ty
Eoerqency Shetler G.anh Pr@Em

P.ss rhrolgh DeDanmenr ot Fam It
Homelessness Prevenlbnand Rap'd Re Ftou5,nq
Proscm (R@very Ad Funded)

Sublolalu S cLep€.tment of HtjO

U.S. o.paiftd of Ag.rcutqE
Pas h.ouqh Pueno Ri@ Oepaltseni oi Edu€tion

Chrld end Aduit Care Food P.og€h
SubiotatU S oepenhent otAOricuturc

lr,S. O.p.nm ot Health .nd HuEn S.ryic6 (HHS)
Passlhouqh Pleno Rir oepanmenl ot Fahity

Chid Cae Development Btock Grant
Subiot lUS Depenme.to,HHS

t ,S. Dep.rtmnt ol TE..IEn on
Pass-rhrclgh TEnsit Sslnty Comm sston

Federal TEnsit Fomuta G6nts
subtotal u s Dep.rlmeni ot Transponakr

U.S. Depr.tmnr or Edrc.don
Pass-lh@loh Pueno Rib Oeoanment of Educalrcn

Sare and OruO Free Sch@ts and Commlndes
sublotal u s oeDanment ol EduDt6n

U.S, Der.n rEni or Labor
Pass-through the comhonreattt ot pueno Rr@ lhe Human

Resources and O@upalional OeletoDment Counol
wo*rbre hvesrhent Acr (wA)

sublotal lJ s oepartnent ot Labor

U.S. Ilsplrt mnt ot JEttc.
Pass-lhough the Pue.to R@ Oeoanment ofJust@
Edwad Byme MeEoiat Justi@ Assistan@ Grant {JAG)proqram

slblotalu s Departmenl ol Justbe

U.S. D.r.ririeni ol An.rEy
rnergy E.f'oen.y and Con*turtDn Btdt Granr prooraF

SubrotalJ S Lrepartment ot En€rov

U.S. D.p.nnr otHomt.nd Seconry
Pass lhrouon fi. Fede6rEme.gency Management AOency
D'$srer Grrnrs - euDrc ass'sLa.@ rPrer'denhaxy oeE'ad D,crste5,
Pass lhrouoh rhe Pueno Rr6 Pubr'. se.LntoA :,<
Homehnd S*unly Grad P@g.am

sublotal u s oepanoenl oa Hometand strufty

See accompanying notes to

COMMONWEAITH OF PUERTO RICO
MUI{ICIPALITY OF AGUADA

SCHEOULE OF EXPENDITURES OF FEDERAL AWARDS
FOR IIIE FISCAT YEAR ENDEO JUNE 30.2OI2

11228

11231

14 257

93 575

r0 558

20 547

84 186

t7 259

s 637 32,1

891.257

233

160.299
1 739 163

11.545

-ii:E 253 9,(3
253.948

2.356-J.-GF

Etp.nditur6

105,339
105 33S

6127-----------i7n

71,136
71436

118 857

-ilT-85--

16 803

3t 128

97 036

97067

116 480

-r-rc7rfs 2.479.545

schedule of expenditures of federal awards.
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1.

2.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

NOTES TO SCHEDULE OF EXPENDITURES OF FEOERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of FederalAwards is a summary of the
activity of the N4unicipality of Aguada's federal award programs presented on the
modified accrual basis of accounting in accordance with accounting principles
generally accepted in the united States of America.

RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

The reconciliation ofexpenditures in the basic financial statements to the Schedule of
Expenditures of Federal Awards is as follows:

Expenditures as per basic financial statements:
Expenditures included within SBGP Fund
Federal expenditures included within the other nonmajor
governmental funds

Total expenditures per schedule of expenditures
of federal awards

$ 891,257

588 248

3_2A?9-1!_

-4E
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Ortiz, Rivera, Rivera & Co
Ce(rired Publ c Acrouiianis and Brs nsss td! sors

cPA orlado Ltrn Oniz Cabqa
CPA M .o Anroi'o Riven ZLin'gn

Mm.rn INitur ol C€nified

Puend Rico Bo.rd of Cenificd

To the Honorable Mayor and
Municipal Legislature

Municipality of Aguada
Aguada, Puerto Rico

we have audited the financial statements of the governmentar activities, each major fund
and the aggregate remaining fund information ofthe Municipality ofAguada, as ofand for
the year ended June 30, 2012, which collectively comprise the Municip;lity,s basic financial
statements and have issued our report thereon dated November 30, 20i 2. The report on
the governmenlal acrivities was quarified because management has not recorded aliability
for estimated landfill post closing costs and, accordingly, has not recorded an expense for
the current period. We conducled our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in Govemment Auditing Standards, issued by the Comptroller
General of the United States.

lnternal Control over Financial ReDortinq

Management of the Municipality is responsible for establishing and maintaining effective
internal control over financial reporting. ln planning and performing our audit, we
considered Municipality of Aguada's internal 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 ofexpressing an opinio; on the effectiveness
of the Municipality's internal control over financial reporting_ Accordingly, we do not
express an opinion on the effectiveness of the Municipality,s inlernal control over financial
reporting.

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

-56-
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A deficiency in internal control 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 material weakness is a
control deficiency, or combination of deficiencies, in jnternal control, such that there is a
reasonable possibility that a material misstatement of the entity,s financial statements will
not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over flnancial reporting was for the limited purpose
described jn the flrst paragraph of this section and was not designed to identify all
deflciencies in internal control over flnancial reporting that might be dellciencies, significant
deficiencies or material weaknesses. We did not identify any deflciencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality of Aguada,s
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 test disclosed no instances of noncompliance that are required
to be reported under Govemment Auditing Standards.

This report is intended solely forthe information of the management, Commissioner Office
of Municipal Affairs, others within the entity and the 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.

San Juan, Puerto Rico
November 30,2012 , /,*, /-"";(

The stamp 841534 was
to the oflornal of this re
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Ortiz, Rivera, Rivera & Co
Ce lied Pub ic Accountants and gusiness Ad! sors

CPA orlatrdo Lois oni, Cabren
CPA trlam A onro Rir.m Ziir:a

Anfti.aD INnurc ot Cenin.d

Pueno Rtro Bo&d oIC.nifird

To the Honorable Mayor
and lvlunicipal Legislature

Municipality of Aguada
Aguada, Puerto Rico

ComDliance

We have audited the compliance of Municipality of Aguada with the types of compliance
requirements described in the l.). S. Office of Management and Budgei (OMB) Chcutar A_
133 Compliance Supplement that could have a direct anO matlriat effect on each
Municipality oJ-Aguada's major federal programs for the year ended June 30, 2012.
Municipality of Agu€da's major federal programs are identified in the summary of auditor,s
results- section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contra-cts and glants applicable to
each of its major federal programs is the responsibility of Municipality oi'Aguada,s
management. Our responsibility is to express an opinion on Municipaliiy of Aguada,s
compliance based on our audit.

We conducted our auditof compliance in accordance with auditing standards generally
accepted in the united states of America, the standards appticabre to financiar auditi
contained in Govemment Auditing Standards, issued by the Comptroller Generat of the
United States; and OMB CircularA-133, Audits ofSfates, Local Govemments, and Non_
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonabre assurance about whether noncompriance with the
types of compliance requirements referred to above that could have a direct and materiar
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Municipality of Aguada,s compliance with those r&uirements 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

INDEPENDENT AUOITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A.I33
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provide a legal determination on ljlunicipality of Aguada,s compliance with those
requirements.

ln our opinion, the Municipality of Aguada complied, in all material respects, wth the
compliance requirements referred to above lhat could have a direct and materiar etfect on
each of its major federalprograms forthe yearended June 30,2012. However, the results
ofour auditing procedures disclosed instances ofnon compliance with those requiremenls,
which are required to be reported in accordance with OMB Circular A_133 and which is
described in the accompanying schedule of findings and questioned costs as item 12_1
and 12-2.

lnternal Control over ComDliance

Management of Municipality of Aguada is responsible for establishing and maintaining
effective internal control over compliance with the requirements of iaws, regulations,
contracts and grants applicable to federal programs. ln planning and performing our audit,
we considered Municipality of Aguada's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to
determine the auditing procedures for the purpose of expressing our opinion on
compljance, and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on effectiveness.
Accordingly, we do not express an opinion on the effeciiveness of the Municipality,s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management oremployees, in the normalcourse of
performing their assigned functions, to prevent, or detect and correct, noncompliance with
a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internar contror over compriance, such thatthere is; reasonabre possibirity
that material noncompliance with a type of compliance requirement of a federai program
will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internalcontrol overcompliance was forthe limited purpose described
in the first paragraph of this section and was not desjgned to identify all deficiencies in
internal control over compliance that might be deficiencies, sjgniflcant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

Municipality's responses to the findings identified in our audit are described in the
accompanying schedule offindings and questioned costs. Wedid not audit Municipality,s
response and, accordingly, we express no opinion on it.

-59-

ORIIZ. RIVERA. RIVERA & CO.

Suir l5l. f0 Bo{ i0150.5e Jun. PR.0{936 7250 . Phore i787) 756 851.r.liri?87}1741)562



This report is intended solelyforthe information of the management, Commissioner Offlce
of lvlunicipal Affairs, others within the entity and the federal ;warding agencies and pass_
through entities and is not intended to be and should not be used by inyone other than
these specified parties.

J/tg,ll"tug ieSan Juan, Puerto Rico
November 30, 2012

The stamp E41535 was a
to the original of this re f,.6'od

tu)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 20.I2

_ 1. SUMMARY OF AUDIT RESULTS

_ Financial Statements

Type of auditor's report issued:

lnternal control over financial reporting:

l\,laterial weakness (es) identified?

Signifi cant deficiency (ies) identified?

FederalAwards

lnternal control over major programs:

Material weakness (es) identified?

Signiflcant deficiency (ies) identified?

Qualified opinion

Noncompliance material to financial statements
noted? Yes X No

Yes X No

Yes X No

Yes X No

Yes X No

Type of auditor's report issued on compliance for majorprograms: Unqualified opinion

Any audit findings disclosed that are required to be
reported in accordance with section 510 (a) of OMB
Circular A-133? X yes No

ldentification of major proqrams:

qEqANumlgIq Namg qLEeqgF! Programs or Ctusrer

14.228
14.871
14.257
8'1.'t28

State Block Grant Program
Section 8 Housing Choice Vouchers
Homelessness Prevention and Rapid Re-Housing
Energy Efficiency and Conservation Block Grant
Program

- 6'l -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGTJADA

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2OI2

D-ollar- threshold used to distinguish between Type A and Type B programs;
$300,000

Audited qualified as low-risk auditee? yes X No

2. FINOINGS - FINANCIAL STATEMENTS AUDIT

None

3. FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM
AUDIT

a. EECBG - CFDA No.8l.l28

. Condition '12-1 - Cash Management

The Municipality is not in compliance with the procedures established by the
federal regulation to minimize the time elapsing between the transfer of funds
and their disbursement.

Cause

The Municipality does not keep adequate cash forecasting procedures because
the Municipality has requested and received federal funds in excess of its
immediate needs.

Effect

The continued occurrences ofthis condition may expose the Municipality to the
assessment of interest cost relation to the excess cash on hand which would be
paid from local funds.

Criteria

The federal regulatjon establishes that the federalfunds recipient willadoptthe
necessary policies and procedures to minimize the time between the receipt of
funds and the disbursements for expenditures.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF AGUADA

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2012

Recommendation

The Municipality should modify the cash forecasting process by establishing a
system to forecast the cash needs for the next three days, as established by
federal regulations. Federal Funds should only be requested when they are
going to be disbursing.

Questioned Costs

None

Condition 12-2 - Reporting

The Municipality did not comply with the requirement of preparing and flling one
financial report on a timely basis. During our examination oi the Finrncial
Reports, we noted that the Municipality did not send on time the quarterly
reports for the following period ended:

Quarterlv Financial Reoort SF-425:

Quarter Ended Due Date

06-30-2012 07-31-2012

Quarterlv Prooress or Performance Reoort:

Quarter Ended Due Date

06-30-2012 07 -31-2012

Date Submitted

08-14-2012

Date Submitted

08-14-2012

Criteria

The Municipality is not in compliance with 45 CFR 74.52 which requires federal
fund recipients to periodically monitor the performance of grant-supported
activities to ensure that time schedules are being met, projected work units by
time periods are being accomplished, and other performance goals are betng
achieved by the preparation of federal financial reports. To achieve these
goals, program management should prepare accurate and timely federal
financial reports.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF AGUADA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Cause

The above situation occurred because the Municipality did not ensure to verify
and understand its reporting requirements for this program.

Effect

The continued failure to file the required reports may result in sanctions by the
Federal grantor, such as grant payment withholdings.

Recommendation

The Municipality should verify and become familiar with all administrative
requirements applicable to each federal financial assistance program,
especially when new grants are received. This can be achieved by obtaining
the information applicable to the program from the pass{hru grantor, federal
grantor, or the Catalog of Federal Domestic Assistance ("CFDA"), whach is
available from the federal government.

Questioned Costs

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUADA

SCHEDULE OF STATUS OF PRIOR YEAR AUDIT FINDINGS
AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

During the current examination, follow-up was given to the findings informed to the

Municipality in prior years. ltwas noted that corrective action hasbeen taken. These are

included in the accompanying Schedule of Prior Year Audits Findings and euestioned

Costs.
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