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GOVERNMENT OF PUERTO RIcO MANAGEMENT’S DISCUSSION AND ANALYSIS
MUNICIPALITY OF AGUADILLA, PUERTO RicO FOR THE FISCAL YEAR ENDED JuNE 30, 2011

The following is a discussion and analysis of the Municipality of Aguadilla, Puerto Rico {Municipality)'s financial
performance, including an overview and analysis of the financial activities of the Municipality for the fiscal year
ended June 30, 2011. Readers should consider this information in conjunction with the information included in our
letter of transmittal, which can be found preceding this narative, and with the Municipality's financial statements,
including the notes to the financial statements, which are located after this analysis.

FINANCTAL HIGHLIGHTS

Government-wide Highlights

The government-wide financial statements report information about the Municipality as a whole using the economic
resources measurement focus and accrual basis of accounting:

e Total assets of the Municipality Governmental Activities, on a govemment-wide basis, increased at the
close of fiscal year 2011 by $2,069,068, and 2010 increased by $10,077,347, as restated.

o Total assets of the Municipality Business-Type Activities, on a government-wide basis, exceeded its
liabilities at the close of fiscal year 2011 by $10,877,317 and 2010 by $10,778,620 (net assets).

« Total net assets of the Municipality, on a govemment-wide basis, exceeded its liabilities at the close of
fiscal year 2011 by $139,601,798, and 2010 by $139,127,045, as restated.

« Total Revenues of the Municipality Govemnmental Activities, on a govenment-wide basis, increased by
$2.4 million (4.8%) and expenses increased $4.0 million (8.4%) in comparnison with year 2010.

e Total Revenues of the Municipality Business-Type Activities, on a govemment-wide basis, increased by
$291,715 (12.9%) and expenses increased $957,367 {47%} in comparison with year 2010, due principally
activities of a new enterpnise.

o Total net change in net assets, on a government-wide basis, amounted to $474,753, a decreased of
$3,939,136 (89.3%) with respect to prior year (2010) net change.

Fund Highlights

The fund financial statements provide detailed information about the Municipality's most significant funds using the
current financial resources measurement focus and modified accrual basis of accounting:

o At the close of the current fiscal year, the Municipality's govemmental funds reported combined ending
fund balances of $40,616,860, a decrease of $187,509 in comparison with the prior year.

o Proprietary funds reported combined fund net assets of $10,877,317, an increase of $198,697 in
comparison with prior year, after transfer of $60,095 of program income to other govemmental funds and
contributed capital of $696,632 by the general fund. Without these transactions the result of operation of the
proprietary funds was negative by $437,840.

* A new enterpnse is in development stage (Franchise Division Fund) which new operation started on April
2011 with five locations on Municipality facilities.

e The General Fund reported an excess of revenues over expenditures and other financing sources and uses
of $346,176 and unassigned fund balance of $9,990,275.

General Financial Highlights

o The investment in net capital assets as of June 30, 2011 was $113,635,781 (net of related debt),
$103,896,202 from governmental activities and $9,739,579 from business-type activities.

» Long term debt general and special obligations bonds increased to $82,123,670, approximately an increase
of 2.8% ($2,264,379} with respect to prior year balance.

o  Other long term debt increases and net reductions from payments amounted to $549,960 and $1,219,192,
respectivefy. Such decrease is pnincipally for payments of estimate of landfill closure costs during the fiscal
year.

































GOVERNMENT OF PUERTO RICO MANAGEMENT'S DISCUSSION AND ANALYSIS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS
Governmental Funds

The focus of the Municipality’s govermmental funds is to provide informaticn on near-term inflows, outflows and
balances of resources available for spending. Such information is useful in assessing the Municipality's financing
requirements. Municipality implemented GASB Statement 54, Fund Balance Reporting and Governmental Fund
Type Definitions effective with the June 30, 2011 financial statements. Fund balances for the govemmental funds
are reported in classifications that comprise a hierarchy based on the extent to which the government honors
constraints on the specific purposes for which amounts in those funds can be spent. The June 30, 2010 fund
balances were reclassified as per new standard for comparative purposes.

Table 4
Government of Puerto Rico
Municipality of Aguadilla, Puerto Rico
Fund Balance
As of June 30,
2011 2010
Fund Balances:
Nonexpendable 3 - % -
Restricted 27,419,551 28,281.464
Commitied 4,623,930 4595 814
Assigned 553,787 70,755
Unassigned 8,019,592 7,856,336
Total $ 40616860 $ 40,804,369

In particular, unassigned fund balance may serve as a useful measure of a govemment's net resources available for
spending at the end of the fiscal year. At the end of the current fiscal year, the Municipality's govemmental funds
reported combined ending fund balances of $40.6 million. Approximately 20% of this amount is available for spending
at the government's discretion (Unassigned Fund Balance). The remainder of fund balance is restrcted, committed
or assigned to indicate that is not available for new spending because it has already been committed. For the fiscal
year ended June 30, 2010, the govemmental funds reported combined ending fund balances of $40.8 million, with a
net decrease of approximately $187,000 in companson with the current year. This decrease was due primanly by the
uses of restricted funds.

The general fund is the operating fund of the Municipality. Unassigned Fund Balance of the General Fund
represents approximately 24.6% of total fund balances and 83.4% of total ending General Fund Balance that is in
compliance with Fund Balances Policies.

For the year ended June 30, 2011, the fund balance of the general fund increased by $346,176 when in the prior
year there is an increase of $1,227 036 {see Table 5).


















GOVERNMENT OF PUERTO Rico MANAGEMENT’S DISCUSSION AND ANALYSIS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

ECONOMIC FACTORS AND NEXT YEARS BUDGET

The Municipality's selected and appointed officials considered many factors when setting the fiscal year 2010-2011
budget. One of these factors is the economy. Among economic areas considered are the population growth
estimates, personal income, housing statistics and unemployment rates. The Municipality's unemployment rate now
stands at 17.8%, which compares with the Govemment of Puerto Rico rate of 14.9%.

The Municipality applied a conservative approach in development budget estimates. Amounts available for
appropriations in the General Fund for the fiscal year 2011-2012 are $27.9 million, approximately the same as the
fiscal year 2010-2011. The Municipality expects limited changes in revenues for the next year due to Puerto Rico
economic rescission. Budgeted expenditures are expected to stabilize accordingly to the projected revenues. Among
planned projects, this budget may be adjusted in accordance with economic injection projected when the construction
project promoted by the Municipality and others private projects were develop during the year.

AMERICAN RECOVERY AND REINVESTMENT ACT

The Municipality expended the following federal awards from the American Recovery and Reinvestment Act during
fiscal year 2010-2011. These awards corresponded to fiscal year 2009-2010 that were carryforward during current
year:

CFDA Total Total
Federal Program Number Award Expended
Community Development Block Grants/Entitement Grants — Cluster
[Construction of Sidewalks and Curbs as part of the reconstruction of
the State Road PR 125) (10.64 jobs)]] 14253 § 499,988 § 176,875
Homelessness Prevention and Rapid Re-Housing Program
[Provide financial assistance (payment of delinquent utility and rental
payments) (2.69 jobs}) 14.257 764,657 362,528
Community Wide Brownfields Assessment — Hazardous Substance
Program
[Provide financial assistance to develop and implement a program to
Prevent contamination from hazardous substance) (0 jobs)] 66.818 400,000 26,479
Head Start Program — Cluster
[Funds delegated for COLA, repairs and maintenance services, creating
the following job: carpenters, electricians, painters, engineers,
construction workers among others (33.23 jobs)] 93.708 365,893 261,100
Total $2,030,538 826,982

CONTACTING THE MUNICIPALITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, and creditors with a g«.eneral.overview of the
Municipality's finances and to demonstrate the Municipality's accountability for.the money it receives. If you have
questions about this report or need additional information, contact the Municipality's Finance Department at [(787)

891-1005] or P.0. Box 1008, Aguadilla, Puerto Rico 00605.
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GOVERNMENT OF PUERTO Rico

BALANCE SHEET ~ GOVERNMENTAL FUNDS

MUNICIPALITY OF AGUADILLA, PUERTO RICO JUNE 30, 2011
OTHER TotaL
(GENERAL HEAD START ReaL MarINA DEeBT SERVICE (GOVERNMENTAL GOVERNMENTAL
Funp Funp FunD FunD Funps Funps
ASSETS
Cash and Cash Equivalents .............crneveveronenn. $ 12,717,670 $ 141828 $ 12,023,877 $ - $ 7661936 $ 32,545,311
Cash with Fiscal Agent ..o vovminnriecenineonns 559,245 - - 9,201,975 7,280,707 17,131,927
Receivables:
Propery TAXES ....cuvveeeeimemme s s s iassisrssnnns - - - 66,792 - 66,792
Sales and Usage Taxes ...... - - - - 209,505 209,505
Federal Grants.........c.ouiiiese e ceesere s - 4,382,131 - - 2,788,662 7,170,793
Municipal Revenue Collection Center ................... 102,386 - - - - 102,386
Due from Other FUNAS.......ocoiiieierimiren e 5,865,674 - - - - 5,865,674
Prepaids ........cccevvvinrvarens 140,255 - - - - 140,255
Others ReCaivables ........o.ccceeeeeeceenieesisimensininns - - - - 337,894 337,894
TOTAL ASSETS § 19,385230 $ 452295 $. 12023871 § 9356767 $ 18278704 $ 63,570,537
LIABILITIES AND FUND BALANCES
Liabilities:
AcooUNts Payahle ... resinens $ 238024 $ 324294 $ 27,280 $ 2,145,000 $ 1214230 $ 3,948,828
Accrued INTBrest ... - - - 955,855 - 955,855
Due to Governmental Units ... 351,889 - - - - 351,889
Due to Other Funds ..o veveree e e 200,000 1,025,014 - - 4,804,031 6,029,045
Deposits and BONGS ..o 526,794 - - - 400 527,194
Deferred Revenues:
Volume of BuSiness TaxXes.........c.vmriricrninan 6,083,932 - - - - 6,083,932
Federal Grants..........ccavi oo ieeeecee s virannns - 3,174,651 - - 1,862,283 5,056 934
Total Ligbilities......ccivireninr e s 7,400,639 4523959 27,280 3,100,855 7.900.944 22,953 877
Fund Balances:
2 T T = U 387,953 - 11,996,597 6,257,912 8,777,089 27 419,551
Committed ....... 1,052,576 - - - 3,571,354 4623930
ASSIGNEA ... e 553,787 - - - - 553787
Unassigned (Defieit) ... 9990275 - - {1,970,683) 8,019,592
Total Fund Balances .......cooceeoececnniees v 11,984,591 - 11,996,597 6,257 912 10,377,760 40,616,860
TOTAL LIABILITIES AND
FUND BALANCES § 19,385,230 $ 4523959 $ 12,023,877 $ 9,358,767 § 18,278,704 § 63,570,537

See accompanying Notes to the Basic Financial Stafernents,



RECONCILIATION OF THE GOVERNMENTAL FUNDS

GOVERNMENT OF PUERTO RICO BALANCE SHEET TO THE STATEMENT OF NET ASSETS
MUNICIPALITY OF AGUADILLA, PUERTO RiCO JUNE 30, 2011
Total Fund Balances - Governmental Funds (Page 23) .........cocommmnsenminsnssesnass $ 40,616,860

Amounts reported for Governmental Activities in the Statement of Net Assets
(Page 21) are different because:

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

Non Depreciable Capital ASSEtS ...........o..oeviervierrivrimeceeceeresriesveseens $ 72,563,909
Depreciable Capital ASSELS...........o.ccovrvorernvee st 99,631,536
Infrastructure ASSEtS.. ... e, 51,820,874
Accumulated Depreciation..............cocoeeeceninreeeecemesis st (54,056,815)
Total Capital ASSELS........ oo esnrasnens 169,959,504

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

Defermed Changes ... ..o sssssesesses 295 865

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

are deferred in the funds:
Head Star ...ttt et s s 3,174,651
COBG .ottt s sttt e erar b ne 1,298 888
Tofal Defermed REVENUES ..........c.cceever e 4,473,539

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

General Bonds and Special BONdS.......ccoeiiviinieieeceeeeeeevessnns 79,978,670
Landfill Post-Closure COStS ... e siessnens 1,664,571
Compensated ADSENCES........ccvvcveeeeeceietr ettt 4,513,042
Claims and JUDGMENLS ... s 266,095
Defermed Charges ......cccovcrcievriecrniseeee ettt sss s meanae 37,808
Property Taxes AQVaNCES.............ccvrennncmmmnrnescrecrcmesrmamsiesserens 261,101
Total Long-Term Ligbifiies .............cc.ocveinmmnnncinseseees (86,721,287)
Total Net Assets of Governmental Activities (Page 21)...........oumecmumnnnnieninininins $128,624,481

See accompanying Nofes fo the Basic Financial Sfaternents.
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GOVERNMENT OF PUERTO Rico STATEMENT OF NET ASSETS — PROPRIETARY FUNDS
MUNICIPALITY OF AGUADILLA, PUERTO RICO JUNE 30, 2011

BUSINESS-TYPE ACTIVITIES — ENTERPRISE FUNDS

AGUADILLA'S AGUADILLA FRANCHISE

WATERFALLS  ICE SKATING DMSION
AQUATIC PARK ARENA FuND ToTAL

ASSETS:
Current Assets:

Cash... - et e 9 502,840 0§ 264,804 § 150,623 § 1,218,267

Due from!(to) Oiher Funds ......................................................... 313,300 - - 313,300

Total Curment ASSets .........wceeereenesesassessasnesssssessessens 1,116,140 264,804 150,623 1,531,567

Noncurrent Assets:

Capital Assets:

Buildings and EQuipment.............c.ccoeviniveiecceismsivece e, 6,634,552 6,850,308 501,086 13,985,946
Less Accumulated Depreciation............ccvvcevnvvrrcceivecuinnns {3,313,252) (914,387) (18,728) {4,246 367)
Total Noncumment ASSets..........oooue.ccomrissscssressssessesssmnesens 3,321,300 5,935,921 482,358 9,739,579

TOTAL ASSETS......coremrcnmmiarmscessmesmsssessssmsssssssssssasssssasns 4,437,440 6,200,725 632,981 11,271,148
LIABILITIES:
Current Liabilities:
Accounts Payable and Accrued Expenses 30,783 3,000 6,792 40,575
Due to Cther Funds... 131,733 18,196 . 149,929
Compensated Absences ............................................................ 33,549 44170 - 77,719
Total Current Liabilities ...........c.c.cumerssereessessssmsneisnsessnnes 196,065 65,366 6,792 268,223
Noncurrent Liabilities:
Compensated ADSENCES ..........ccoocovevieiriererees e eems s serenns 22,730 2,876 - 25,606
TOTAL LIABILITIES........oovceeemscerrsssemscassemsessrsenssssnssesserssasens 218,795 68,242 6,792 293,829
NET ASSETS:
Invested in Capltal Assets, Net of Related Debt ... 3,321,300 5,935,921 482,358 9,739,579
Unrestricted ... e b 897,345 196,562 143,831 1,237.738
TOTAL NET ASSETS.......conssnssemenmmimsmnsmmensmeesssssssnsensansens $ 4218645 $ 6132483 § 626189  $10977.317

See accompanying Notes o the Basic Financial Statements.



STATEMENT OF REVENUES, EXPENSES,
GOVERNMENT OF PUERTO Rico AND CHANGES IN FUND NET ASSETS — PROPRIETARY FUNDS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

BUSINESS-TYPE ACTMITIES ~ ENTERPRISE FUNDS

AGUADILLA'S AGUADILLA FRANCHISE

WATERFALLS ICE SKATING DmISION
AQUATIC PARK ARENA FunD ToTtAaL
OPERATING REVENUES:
Charges for SEMVICES .............oeuueeceeriieeesseses s rssenssasnes $ 1816602 % 598019 § - 2414628
SAIBS .ot s em e et - - 141,395 141,395
Total Operating REVENUES ........c.cveeveeriee e 1,816,609 598,019 141,395 2,556,023
OPERATING EXPENSES:
CoONTActual SEMVICES ... et 83,547 - - 83,547
Payroll EXPENSES. ... ercerrerereesemssemrrsrstessnsrescemsesems s 620,907 380,453 40,172 1,041,532
Fringes BEREMS ..ot 92,536 68,324 8,078 168,938
1= SO 272,151 7,005 - 279,156
Repair and Maintenance ..............cooovvevnorrenremesnnsnecneereenenen 232,290 46,490 1,542 280,322
Supplies and Other EXPENSES .........coeeerverirnemeernemressesc s 137.841 106,176 143,318 387,335
EQUIpMENE PUFChESES .......cc.ovvverrieircnicensseninisiionins 25375 - - 25375
DEPreciation .........c...cvvveeereerceeereis s s 169,217 152,209 18,728 340,154
Total Operating EXPENSES............oovueeemernerereeseereeeseeranseeseenss 1,633,864 760,657 211,838 2,606,359
NONOPERATING REVENUES (EXPENSES).
Loss on Disposition of Capital ASSels ... (387.504) - - {387,504)
Total Nonoperating Revenues (EXDENSES) .......coevvevecererancenee (387.,504) - - (387,504}
Income (Loss) Before Contribution and Transfers ..., (204,759) {162,638) {70.443) {437,840)
Capital ContiibUbONS ..o, - - 696,632 696,632
Transfer-OUl ..ottt {60,095) - - (60,095)
CHANGES IN NET ASSETS ..o cere e sememsssnesnesens (264,854) {162,638) 626,189 198,697
Net Assets, BEGINNING .........cooevr e errcee e eeeeee s e 4 483,499 6,295 121 - 10,778,620
NET ASSETS, ENding......oo.ceesueremseemsesseessessemsemsseeseess s seessssesens $ 4218645 $6132483 § 626189 $10977.317

See accompanying Notes fo the Basic Financial Stafements.
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GOVERNMENT OF PUERTO RicO
MUNICIPALITY OF AGUADILLA, PUERTO RICO

STATEMENT OF CASH FLOWS ~ PROPRIETARY FUNDS
FoR THE FisCAL YEAR ENDED JUNE 30, 2011

CASH FLOWS FROM OPERATING ACTIMITIES:

Receipts from Customers and USers ...........ccvvveeernvevineenn.
Payments to Supphers ..o,
Payments to EMPIOYEES..........co oo

Net Cash Provided (Used) by Operating Activities...................

CASH FLOWS FROM NONCAPITAL FINANCING
ACTIVITIES:

Internal Activities — Receipts from Other Funds ...
Operating Subsidies and Transfers to Other Funds...................

Net Cash Provided by Noncaprtal Frnancrng
Activities ... .

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Purchase of Capital Assefs.

Capital Contributions from Govemmeﬁ'él Funds
Net Cash Provided (Used) by Caprtal and Related

Financing Activities...

CASH FL.OWS FROM INVESTING ACTIVITIES ...........ccooce.......

Net Increase (Decrease} in Cash and Cash Equivalents....
Cash, BEGINMING ... viericnnisrissiessss s iesssesssss s e e
Cash, ENdiNg .....ccccvermiiininiismmmmsmssssessssesss sossss sessss sesessases

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES:

Operating INCOME...........ooviiriecreeereeeee et eeerseeee

Adjustments to Reconcile Operating Income to Net
Cash Provided (Used) by Operating Activities:

Depreciation ...

{Increase) Decrease in Current Assets and L|ab|I|t1es
Accounts and Others Payable...........oc.oooeovoecceeeee e,
ACCIUEd EXPENSES ...vvvvoveiieieece et

Net Cash Provided (Used) by Operating Activities............

NONCASH INVESTING AND FINANCING ACTIVITIES:

Capital Contributions from Governmental Funds.............

See accompanying Notes to the Basic Financisl Statements.

BUSINESS-TYPE ACTMTIES — ENTERPRISE FUNDS

AGUADILLA’S AGUADILLA FRANCHISE
WATERFALLS ICE SKATING DMSION
AQUATIC PARK ARENA FUND TOTAL
$1816609 § 598019 § 141395 § 2,556,023
{750,755) {159,657) {144,860) (1,055,272)
{722.374) {429.822) {48,250) {1,200,4486)
343,480 8,540 (51,715} 300,305
131,733 8,124 - 139,857
{60,095) - - (60.095)
71,638 8,124 - 79,762
(38,179) {38,723 - {76,902)
- - 202,338 202,338
{38,179) {38,723} 202 338 125,436
376,939 (22,059) 150,623 505,503
425,901 286 863 712,764
$§ 802840 $§ 264804 § 150623 § 1,218,267
§ 182745 (§ 162638 ($ 70443) ($ 50,336)
169,217 152,209 18,728 340,154
449 14 - 463
{8,931) 18,955 - 10,024
§ 343480 § 8540 ($__ 51715) $ 300,305
$ $ $ 494204 § 494204
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GOVERNMENT OF PUERTO Rico NOTES TO THE BASIC FINANCIAL STATEMENTS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

1.

FINANCIAL REPORTING ENTITY

The accompanying financial slatements present information on the financial activities of the Municipality of Aguadilla, Puerto Rico
(Municipality) over which the Mayor and the Municipal Legislature, have direct or indirect govemning and fiscal control. These
financial statements have been prepared in conformity with accounting principles generally accepted in the United States of America
(GAAP). The provisions of the following Govemmental Accounting Standards Board (GASB) Statement have been implemented for
the year ended June 30, 2011:

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions

GASB Statement No. 59, Financial Instruments Omnibus (The Municipality does not have financial reporting and disclosure
requirements of certain financial instruments and external investment pools for which significant issues have been identified in
practice that should be affected by this Staternent.)

A, QOrganization

The Municipality was founded in the year 1775, and operates as a govemmental unit of the Govemment of Puerto Rico
{(Government}, under the Law Number 81 of August 30, 1991, known as “Autonomy Municipalities Law of the Govemment of Puerto
Rico™. The governmentat system of the Municipality is composed of the executive and legislative bodies. The Municipality is
governed by a Mayor and is elected every four years in the general elections of the Govemment. The legislative body (Municipal
Legislature} consists of 14 Legislators also elected in the general elections of Puerto Rico for a four-year period.

The Municipality provides services such as: health, public works, sanitation, aids and services to low-income and elderly citizens,
public safety, housing and urban development, culture and recreation, planning, zoning and other general and administrative services.
As a govemment entity, the Municipality is exempt from both federal and slate taxes.

B. Reporting Entity

A reporting entity is comprised of (1) the primary government, {2) component unit organizations for which the primary government is
financial accountable (blended component units), and (3} other organizations for which the nature and significance of their relationship
with the primary govemment is such that exclusion would cause the reporting entity's financial statements to be misleading or
incomplete, and they are financially accountable to the primary govemment {discrete component units). The primary govemment
consists of all funds, depariments, boards and agencies that are not legally separate from the Municipality and for which the
Municipality is financial accountable,

The accompanying basic financial statements include all departments and crganizations units whose funds are under the custedy and
confrol of the Municipality. In evaluating the Municipality as a reporting entity, management has addressed all the potential
component units. GASB Accounting Standards Codification Section 2600, Reporting Entity and Component Unit Presentation and
Disclosure, requires the inclusion of organizations that raise and hotd funds for the direct benefit of the primary government.

GASB Accounting Standards Codification Section 2100, Defining the Financial Reporting Entity, describes the criteria for determining
which organizations, functions, and activities should be considered part of the Municipality for financial reporting purposes. The
primary criteria include appointing a voting majority of an organization's govemning body, and the Municipality’s ability to impose its
will on that organization or the potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on, the Municipality.

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

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

These financial statements present the respective financial position of the governmental and business type activities, each major fund,
and the aggregate remaining fund information of the Municipality, as of June 30, 2011, and the respective changes in financial
position, where applicable, thereof for the fiscal year then ended.
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GOVERNMENT OF PUERTO RICO NOTES TO THE BASIC FINANCIAL STATEMENTS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Financial Statement Presentation

The basic financial statements of the Municipality have been prepared in conformity with accounting principles generally accepted in
the United Stated of America as applicable to local govemmentat units. The basic financial statements include both government-wide
{based on the Municipality as a whole) and fund financial statements, which provide a more detailed level of financial information.
Both the government-wide and fund financial statements (within the basic financial statements) categornize primary activities as either
govemmental or business type.

The financial information of the Municipality is presented in this report as follows:
Management's Discussion and Analysis

Management's discussion and analysis is required supplementary information that introduces the basic financial staternents and
provides an analytical overview of the Municipality’s financial activities.

Govermment-wide Financial Statements (GWFS)

The GWFS (the Statement of Net Assets and the Statement of Activities) report information of all the activities of the Municipality.
For the most part, the effect of interfund activity has been removed from these financial statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which rely, to
a significant extent, on fees and charges for support.

The focus of the Statement of Net Assets is designed to be similar to bottom line results for the Municipality's govemmental activities
and business type activities. This statement combines and consolidates govemmental fund's curent financial resources {short-term
spendable resources) with capital assets and long-ferm obligations. The Statement of Net Assets presents the reporting entities’
assets and liabilities, with the difference reported as net assets. Net assets are restricted when consfraints are placed on them that
are imposed by external parties or by laws or regulations. Designations solely imposed by the Municipality's management are not
presented as restricted net assets. When both restricted and unrestricted resources are available for use, the Municipality's policy is
to use the restricted resources first.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment is offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function or segment. In addition, to the extent that
indirect costs are allocated to the various functions, the program expenses will include both direct and indirect costs. Program
Revenues include charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges
provided by a given function or segment, and grants and confributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items properly excluded from program revenues are reported
instead as general revenues.

Govermnmental Funds and Proprietary Funds Financial Statements (GFFS})

The GFFS [the Balance Sheet, and the Statement of Revenues, Expenditures (Expenses) and Changes in Fund Balance/Net Assets]
provide information about the Municipality's funds. The emphasis of fund financial statements is on major govemmental and
enterprise funds, each displayed in a separate column. Non-major funds are summarized into a single column.

Traditional users of governmental financial statements will find the GFFS presentation more familiar. The focus is on major funds,
rather than the previous financial model's fund types. This is the manner in which these funds are nomally budgeted. This
presentation deemed most appropriate to (1) demonstrate legal and covenant compliance, (2) demonstrate the source and use of
liquid resources, and (3) demonstrate how the Municipality's actual experience conforms to the budgeted fiscal pian.

Since the GFFS are presented in different measurement focus and basis of accounting than the GWFS, reconciliation is presented
and separate explanation for each differences.

The Municipality reports its financial position (Balance Sheef) and resulis of operations [Staternent of Revenues, Expenditures
(Expenses) and Changes in Fund Bafance/Net Assets] in funds, which are considered separate accounting entities. The operations of
each fund are accounted for within a set of self-balancing accounts. Fund accounting segregates funds according to their intended
purpose and is used to aid management in demonstrating compliance with legal, financial, and contractual provisions.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)
Notes fo the Basic Financial Statements

The notes to the basic financial statements provide information that is essential to a user's full understanding of the data provided in
the basis financial statements.

Required Supplementary Information

The basic financial statements includes a Budgetary Companson Statement - General Fund, which includes reconciliation between
the statutory fund balance for budgetary purposes and the fund balance for the General Fund as presented in the GFFS.

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
Government-wide Financial Statements

The GWFS are reported using the economic resources measurement focus and the full accrual basis of accounting. Subject to the
additional rules and limitations detailed below, revenue (including interest on deposits and investments) is generally recorded when
eamed and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar items
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

All revenues, expenses, gains, losses, assefs and liabilities resulting from exchange and exchanges-like transactions are generally
recorded when the exchange takes place. in exchange fransactions, each party to the transaction receives and gives up essentiaily
equal values. An exchange-like transaction is one in which there is an identifiable exchange and the values exchanged, though
related, may not be quite equal. The accompanying GWFS include exchange-like transactions such as license fees, fines, penatties,
forfeitures, pemits, charges for services, and most miscellanecus revenues, which are recorded as revenues when collected because
they are generally not measurable until actually received.

The Municipality groups its non-exchange transactions info the following four classes in the basic financial statements:

Denved Tax Revenues - in this revenue, which result from assessments that the Municipality places on exchange
transactions, receivables and revenues are recorded when the underlying exchange has occurred.

Imposed Non-exchange Revenues — in this revenue (such as property taxes and volume of business taxes), which result
from assessments made by the Municipality on non-governmental entities, including individuals, other than assessments
on exchange fransactions, receivables are generally recorded in the period when an enforceable legal claim has arisen.
Property taxes and volume of business taxes are recognized as revenues (net of amounts considered not collectible) in the
fiscal year when resources are required to be used or the first fiscal year that the use of the resources is permitied.

Govemment Mandated Non-exchange Transactions — in this revenue (such as intergovemmental grants and contributions),
receivables and revenues are generally recorded when all eligibility requirements imposed by the provider have been met.
For part of the grants, the Municipality must expend resources on the specific purpose or project before the provider
reimburses any amounts. Therefore, revenue is generally recognized as qualifying reimbursable expenditures are incurred.

Voluntary Non-exchange Transactions - in this revenue (such as donations and certain grants and entitlements) receivables
and revenues are generally accounted for in the same manner as govemment mandated non-exchange transactions
discussed above.

Events that are neither exchange nor non-exchange transactions are recorded when it is probable that a loss has been incurred and
the amount of loss is reasonably estimable.

Receipts on any type of revenue sources collected in advance for use in the following fiscal year are recorded as deferred revenues.
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2,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)
Govemmental Funds Financial Statements

The GFFS are reported using the cument financial resources measurement focus and the 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 peried or soon enough thereafter to pay liabiliies of the current period. For these purposes, the
Municipality considers revenues to be available if they are collected within sixty (80} days after the end of the cument fiscal period.
Significant revenues subject to accrual include federal grants and sales and usage taxes. Revenues that the Municipality earns by
incurring obligations are recognized in the same pericd as when the cbiigations are recognized. At June 30, 2011, all revenues
sources met this availability criterion.

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

In applying the “susceptible to accrual” concept fo intergovernmental revenues (federal granis) pursuant to GASB Accounting
Standards Codification Section N50, Nonexchange Transactions, (the Municipality may act as either provider or recipient), the
provider should recognize liabilities and expenses and the recipient should recognize receivables and revenue when the applicable
eligibility requirements including time requirements, are met. Resources transmitted before the eligibility requirements are met should,
under most circumstances, be reported as advances by the provider and deferred revenue by the recipient.

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

In a manner similar to GWFS, but subject to and fimited by the availability criteria discussed above, all revenues, expenses, gains,
losses, assets and liabilities resuiting from exchange, exchange-like fransactions are also generally recorded when the exchange
takes place while all revenues, expenses, gains, losses and assets resulting from non-exchange transactions are recorded when an
enforceable legal claim arises or when all eligibility requirements imposed by the provider have been met, as applicable.

The Municipality generally accrues a governmental fund liability and expenditures (inciuding salaries, professional services, supplies,
utilities, etc.) in the penicd in which the govemment incurs the liability, to the extent that these liabiliies are normally expected to be
liquidated in a timely manner and in full with current availabie financial resources. The accompanying balance sheet — governmental
funds generally reflects only assets that will not be converted into cash to satisfy current liabilities. Long-Term assets and those
assets that will not be converted into cash to satisfy current liabilities are generally not accounted for in the accompanying balance
sheet — govemmental funds. Al the same time, long-term liabilities (generally, those unmatured that will not require the use of current
financial resources to pay them) are not accounted for in the accompanying balance sheet — governmental funds, Modifications to the
accrual basis of accounting include:

1) Principal and interest on bonds payable are recorded when they matured (when payment is due), except for principal and
interest of bonds due on July 1, 2011, which are recorded as govemmental fund liabilities of June 30, 2011 which is the date
when resources were available in the debt service fund.

2) Obligations from compensated absences and the estimated liability for municipal solid waste landfill post-closure care costs
are recorded only when they mature (when payment is due).

3) Certain accounts payable, intergovernmental payables and other accrued liabilities not due and payable {unmatured) or not
normally expected to be liquidated in full and in a timely manner with availabie and expendable financial resources, are
recorded in the accompanying Statement of Net Assefs. Such liabilities are recorded in the governmental funds when they
mature.

4}  Executory purchase orders and confracts are recorded as a reservation of fund balance in the GFFS.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

The measurement focus of the GFFS is on decreases of net financial resources (expenditures) rather than expenses. Most
expenditures are measurable and are recorded when the related governmental fund liability is incurred. Allocation of costs, such as
depreciation and amortization, are recorded in the accompanying Statement of Activities, but are not recorded in the accompanying
GFFS.

The Municipality reports the following major govemmental funds:

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

Head Start Fund — This is the fund used to account for all ransactions of the Head Start Program. The objectives fo this
program are to provide comprehensive health, educational, nufritional, social and other developmental services primarily to
economically-disadvantaged pre-school children and infants and toddlers so that the children will attain school readiness.

Real Marina Fund - This is the fund used to account for all financial resources and transactions related to the loan for the
construction of the Paseo Real Marina Project, which is financed by a Section 108 Loan from the US Department of Housing
and Urban Development (HUD}.

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

The non-major funds are combined in a single column in the GFFS. As a general rule the effect of interfund activity has been
eliminated from the govemment-wide financial statements.

Proprietary Funds Financial Statements (PFFS)

The PFFS are reported using the economic resources measurement focus and the full accrual basis of accounfing. As with the
GWFS, revenues are recorded when eamed and expenses are recognized when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue as soon as all eligibility requirements impesed by the provider
have been met,

Proprietary funds distinguish operating revenues and expenses from nonoperafting items. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenues of the Municipality's enterprise funds are charges to customers for sale and services. Operating
expenses for enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as nonoperating.

GASB Accounting Standards Codification Section P80.102 - .105, Proprietary Funds Accounting and Financial Reporting, provides
govemments ftwo options for reporting their enterprise funds. All enterprise funds reported herein, apply all applicable GASB
pronouncements, and private-sector standards of accounting and financial reporting issued prior to December 1, 1989, unless they
conflict with or contradict GASB pronouncements. Municipality also has the option of following subsequent private-sector guidance
for their business-type activities and enterprise funds, subject to this same fimitation. The Municipality has elected not to follow
subsequent private-seclor guidance.

The Municipality reports the following major proprietary funds:

Aguadilla’'s Waterfalls Aquatic Park — This is used to account for the operation of the Aquafic Park Las Cascadas. This is an
amusement park with pools and various water related attractions.

Aguadilla Ice Skating Arena — This is the fund used to account for the operations of the Ice Skate Arena. This park consists
of an ice skate ring, food court, and meeting rooms.

Eranchise Division Fund - This is the fund used to account for the operation of the franchise division. This consists of various
franchises that are in development stages with principal operations in municipal facilities in the food market.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)
C. Stewardship, Compliance, and Accountability
Budgetary Information

The Municipality's annually adopts the Budget Resolution for all operating funds of the Municipality except for certain restricted
accounts. Budgetary control is legally maintained at the fund level. The budget is prepared using the modified accrual basis of
accounting with encumbrance included as budgetary basis expenditures. Unexpended appropriations at the end of the fiscal year
generally lapse. However, they may be re-appropriated for expenditures in the following fiscal year.

The Municipality’s Budget Resolution provides transfer authority (1) to the Mayor and the Management and Budget Director, within
and between departments and funds, as long as the total budget of the Municipality (net of interfund transfers) is not increased; (2)
to the Management and Budget Director to implement grant budgets as the grant applications are accepted by the Municipality; and
{3) to the Management and Budget Director to amend (re-appropriate) each new year's budget, to the extent of outstanding
encumbrances, and/or unexpended project/grant appropriations at year end. Municipality's Legislature action is required for (1) use
of the budgeted Legislature contingency, and {2) the approval of a supplemental appropriation(s). During the year, several
supplemental appropriations were necessary.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase orders, contracts) are considered
expenditures when incurred. For GAAP reporting purposes, encumbrances cutstanding at year-end are reported as assigned fund
balances and do not constitute expenditures or fiabilities because the commitments will be honored during the subseguent year. In
addition, under the budgetary basis of accounting, revenues are recorded when cash is received.

The unencumbered balance of any appropriation at the end of the year will lapse at the end of such fiscal year. Other appropriations,
mainly capital project appropriations, are continuing accounts for which the Municipal Legislature has authorized that an unspent
balance from the prior year be caried forward and made available for current spending.

The Municipality follows these procedures, in accordance with law, in order to establish the budgetary data reflected in the
Statement of Revenues, Expenditures, and Changes in Fund Balance — Budget and Actual - General Fund:

Original Budget

1) Prior of May 15 of each fiscal year, the Mayor submits to the Municipal Legislature a proposed budget for the fiscal year
commencing the following July 1 in addition of a budget message.

2) The budget document is avaitable for public inspection prior to its approval by the Municipal Legislature.

3) The Office of the Commissioner of Municipal Affairs examines the budget to verify if it complied with the law's standards and
sends it to the Mayor for any comments or recommendation before the limited date establishes by the Law.

4} Prior to June 13, the annual budget is legally enacted through passage of the annual appropriation ardinance to be effective
on July 1.

Since the budgetary basis differs from GAAP, actual ameunts for the General Fund in the accompanying Statement of Revenues,
Expenditures, and Changes in Fund Balance — Budget and Acfual — General Fund, is presented on the budgetary basis to enhance
comparability.

Final Budgef

The final budgetary data presented in the Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
— General Fund reflects the following changes to the original budget:

1) Certain annual appropriations are budgeted on a project basis. If such projects are not completed at the end of the fiscal
year, unexpended appropriations, including encumbered funds, and unexpended grant appropriations, are carried forward
to the following year. In certain circumstances, other regular annual appropriations may be carried forward after appropriate
approval. Annually appropriated funds, not authonzed to be camied forward, lapse at the end of the fiscal year.
Appropriations carried forward from the prior year are included in the final budgetary data.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continuation)

2) Appropriations may be adjusted during the year with the approval of the Mayor and the Municipal Legislature, e.g.
supplemental appropriations. Additionally, the Mayor is authorized to make certain fransfer of surplus within the
departments. Such adjustments are reflected in the final budgetary data.

The Annual Appropriation Ordinance adopts the budget at the character level of expenditure within depariments. As
described above, the Mayor is authorized to make certain transfers of appropriations within departments. Accordingly, the
legal level of budgetary control by the Municipal Legislature is the department Level.

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

1) Encumbrances are recorded as expenditures under the budgetary basis and as restricted, committed and assigned fund
balances under GAAP.

2) Interfund transactions of the General Fund are not included in the budgetary basis.
3)  Cerlain accrued liabilities and other debts are not included in the budgetary basis.

4}  Certain revenues susceplible to accrual, i.e., both measurable and available, are not included in the budgetary data.

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

D. Assets, Liabilities, and Net Assets
1) Cash, Cash Equivalents, Cash with Fiscal Agent, and Investment

The Municipality's cash and investment are composed of demand deposits in commercial banks, demand deposils in the
Govemmental Development Bank of Puerte Rico (GDB), and cash equivalents in commerciai banks. The Municipality has
adopted the Statement of Uniform Investment Guidelines for the Municipalities of the Government of Puerto Rico, issued by the
GDB as promulgated by Law No. 113 of August 3, 1995. The Director of Finance of the Municipality, follow the guidelines, is
responsible for investing the available resources in certificates of deposit and other short-term investments. Investments are
made from the available combined funds of the Municipality and, accordingly, it is not practical to disclose certificates of deposit
and other short-ferm investments individually by fund in the combined financial statements. Interest eamed on certificates of
deposit and other short-term investments are recognized as revenue in the General Fund and in Real Marina Fund in
accordance with amount invested. Cash in the Special Revenue and Capital Project Funds are restricted; accordingly, resources
available were not used for pool investments, Cash Equivalents are investments with an original maturity of 90 days or less.

Cash with Fiscal Agent in the Debt Service Fund represents special additional property tax collections retained by the
Govemment, deposit in the GDB and restricted for the payment of the Municipality’s debt service, as established by law. Cash
with fiscal agent in other governmental funds consists of undisbursed proceeds of certain bonds and notes issued for the
acquisiion and construction of major capital improvements, or grants which are maintained in a cash custodian account by the
GDB. This sinking fund is maintained by the GDB, agency which acts as the insurer and payer of the Municipality's bonds and
notes issued in accordance with law.

2) Receivables and Payables

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

Advgnce between funds, as reported in the fund financial statements, if any, are offset by a fund balance reserve account in
applicable govemmental funds to indicate that they are not available for appropriation and are not expendable available financial
resources.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

Receivables consist of all revenues eamed but not collected at June 30, 2011. These account receivables are shown net of
estimated allowances for uncollectible accounts, which are determined upon past collection experience, historical trends, and
current economic conditions. Intergovemmental receivables in the general fund represent mostly contributions from the Puerto
Rico Electric Power Authority (PREPA} as payment in lieu of taxes, property tax accounts that are levied by Municipal Revenue
Collection Center (MRCC), a governmental entity created by the Govemment. Intergovernmental receivables in the other
govemmental funds represent amounts owed to the Municipality for reimbursement of expenditures incurred pursuant to
federally funded grant and confributions and state appropriations, and the amount in the debt service fund represents the
distribution of property tax collected which is restricted for the debt service.

Accounts payable represent amounts, including salaries and wages, owed for goods and services received prior to year-end.
3) Inventories

The Municipality used the purchase method to account for the purchases of office and printing supplies, gasoline, oil and other
expendable supplies held for consumption. This method records items as expenditures, in the appropriate fund, when they are
acquired and, accordingly, the inventory is not recorded in the basic financial statements.

4) Deferred Charges

Deferred charges in the accompanying Stafement of Net Assels consist of bond issuance costs, net of accumulated
amortization. Deferred charges are amortized over the term of the related debt using the straight-line method. In the GFFS, bond
issuance costs are recorded in the cument period as expendilures, whether or not withheld from the actual debt proceeds
received.

5) Capital Asseis

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

In the case of the initial capitalization of general infrastructure assets (i.e., those reported by govermmental activities) the
government chose to include all such items regardiess of their acquisition date or amount.

The Municipality was able to estimate the historical cost for the initial reporting of these assets through back trending (i.e.,
estimating the current replacement cost of the infrastructure to be capitalized and using an appropriate price-level index to
defiate the cost to the acquisition year or estimaled acquisition year). As the govemment constructs or acquires additional capital
assets each period, including infrastructure assets, they are capitalized and reported at historical cost. The reported value
excludes normal maintenance and repairs which are essentially amounts spent in relafion to capital assets that do not increase
the capacity or efficiency of the item or extend its useful life beyond the original estimate. In the case of donations the
govemment values these capital assets at the estimated fair value of the item at the date of its donation.

Capital outlay is recorded as expenditures of the Generai Fund and other

governmental funds and as assets in the GFFS fo the extent the CAPITAL ASSETS YEARS
Municipality capitalization threshold is met. Interest incured during the | Buidings 50
construction phase of the capital assets of business-type aclivities is Improvement Other Than Buildings 50
reflected in the capitalized value of the asset acquired. Depreciation and Infastructure 1050

amortization expense is recorded only in the GWFS. No depreciation is

recorded for land and construction in progress. The estimated useful lives Mot)r‘vmncks ] S
of major capital asset categories are: Machinery and Equipments 510
Work of Art {Inexhaustible} N/A
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

Depreciation and amortization expense of capital assets is recorded as a direct expense of the function/program specifically
identified with the asset. Depreciation and amortizafion of infrastructure is not allocated to various function/programs but reporied
as direct expense of the public works and urban development functions.

The accounting policy for Works of Art is that they are capitalized at their historical cost or fair value at date of donation whether
they are held as individual items or in a collection. Capitalized collections or individual items that is exhaustible, such as exhibits
whose useful lives are diminished by display or educational or research applications, are depreciated over their estimated useful
lives. Depreciation is not required for collections or individual items that are inexhaustible. At June 30, 2011, all Work of Art are
considered inexhaustible.

Impaired capital assets that will no longer be used by the Municipality, if any, are reported at the lower of carrying value or fair
value. Impairment losses on capital assets with physical damages that will continue to be used by the Municipality are
measured using the restoration cost approach. Impairments of capital assets that are subject to a change in the manner or
duration of use, or assets affected by enactment or approval of iaws or reguiations of other changes in environmental factors or
assets that are subject to technological changes or obsolescence, if any, are measured using the service units approach.

8) Deferred and Unearned Revenues

In the GWFS, deferred revenues arise only when the Municipality receives resources before it has a legal claim to them. In the
GFFS, anises when one of the following situations occur; (1) potential revenue does not meet both the measurable and available
criteria for revenue recognition in the cumrent period (unavailable revenue), and (2} the Municipality receives resources before it
has a legal ¢laim {o them {uneamed revenue),

7) Long-Term Obligations, Bonds issuance Costs, and Prernium or Discount

The liabilities reporled in the GWFS include the general and special obligation bonds, long-term notes, other long-term liabilities
(e.g., vacation, sick leave, claims and judgments, long-term liabilities to other governmental entities and third parties, and landfill
post closure care costs). Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of
the bonds using the effective interest method. Bonds payable are reported net of the applicable bond premium or discount.

fn the GFFS, govemmental fund types recognize bond premiums and discounts as other financing sources and uses,
respectively, and bond issuance costs as debt service expenditures. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures. Expenditures for principal and interest payments for governmental
fund general and special obligations bonds are recognized in the Debt Service Fund when due.

8) Compensated Absences

The Municipality accrues accumulated unpaid vacation and sick leave and associated employee-relaled costs when eamed (or
estimated to be eamed) by the employee. The Municipality's employees are granted 30 days of vacations and 18 days of sick
leave annually. Vacations may be accumulated up to a maximum of sixty {60) days and sick leave up to a maximum of ninety
(90} days. In the event of employee resignation, the employee is paid for accumulated vacation days up to the maximum allowed
at the current rate. Separation from employment prior to use of all or part of the sick leave terminates all rights for compensation,
except for employees with ten years of service who are entitled to sick leave pay up to the maximum allowed. The Municipality
accrued a liability for compensated absences, which meet the following criteria: (1) the Municipality's obligation relating to
employee's rights to receive compensation for future absences is atfributable to employee's services already rendered; {2) the
obligation refates to rights that vest or accumulate; (3) payment of the compensation is probable; and (4) the amount can be
reasonably estimated.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

In accordance with the above criteria and reguirements in conformance with GASB Accounting Standards Codification Section
C60, Compensated Absences, the Municipality has accrued a liability for compensated absences, which has been earned but
not taken by Municipality's employees, including its share of social security and Medicare payments made on behalf of the
employees in the accrual for vacation and sick leave pay using salary rates effective at June 30, 2011. All vacation pay is
accrued when incurred in the GWFS and PFFS. For the GWFS, the current portion is the amount estimated to be used in the
following year. For the GFFS, all of the compensated absences are considered long-term and therefore, are not a fund liabifity
and represenits a reconciling item between the fund level and govemment-wide presentations.

8) Ciaims and Judgments

The estimated amount of the liability for claims and judgments, if any, which is due on demand, such as from adjudicated or
settled claims, is recorded in the General Fund when the liability is incured. The Long-Term Liabilifies inciudes an amount
estimated as a contingent liability or fiabilities with a fixed or expected due date, which will require future available financial
resources for its payment.

10) Accounting for Pension Costs

The Municipality adopted the provisions of GASBS No. 50, Pension Disclosure, which amended GASBS No. 27, Accounting for
Pensions by State and Local Govemmenls Employers, by requiring disclosure of how the contractually required contribution rate
is determined by govemments participating in mulfi-employer cost-sharing pension plans.

The Municipality accounts for pension costs from the standpoint of a participant in a multiple-employer cost-sharing plan.
Accordingly, pension cosls recognized in the accompanying basic financial statements are equal to the statutonly required
contributions, with a liability recorded for any unpaid required contributions.

For the purpose of applying the requirements of GASBS No, 27, the state govemment of the Govemment is considered to be the
sponsor of the Employses' Refirement System of the Govemment of Puerto Rico and its Instrumentalities (ERS) and System
2000, a multiemployer cost-sharing defined benefit pension plan and a hybrid defined contribution plan, respectively, in which the
employees of the Municipality participate. The Municipality is considered a participant, and not a sponsar, of these retirement
systems since the majority of the participants in the aforementioned pension trust funds are employees of the Govemment and
the basic financial statements of such retirement systems are part of the financial reporting entity of the Govemment.

Also, the Head Start Program of the Municipality participates in a contributory defined contribution plan named Pension Plan of
Defined Confributions of the Head Start Project of the Municipality of Aguadilla.

11) Landfill

As per requirements of State and Federal laws and regulations the Municipality should be obligated to place a final cover on its
closed landfill and perform certain maintenance and monitoring functions at the landfill site for the next thirty years. The Jandfill
has been closed and approved by the U.S. Environmental Protection Agency (EPA) {See Note 11). The estimated liability for
municipal solid waste landfilt post-closure care costs (including monitoring and maintenance) include an estimate of all post
closure care costs to be incurred in the Municipality's closed solid waste landfil, and is recorded as a liability in the
accompanying GWFS, Statement of Net Assefs, under the provisions of GASB Accounting Standards Codification Section L 10,
Landfill Closure and Post-Closure Care Cosls.

The estimates post-closing costs are made using cumrent costs. The liability should be adjusted annually to reflect the effects of
inflation, advances in technology, changes in regulations or similar changes.

At the governmental funds” level, landfill post-closure care costs do not constitute an outflow of current financial resources and
should not result in the recognition of a govemmental fund liability or expenditures. Post-closure care costs are recorded in the
Statement of Revenues, Expenditures and Changes in Fund Balances — Govemnmental Funds as expenditures in the accounting
period in which the payments are made.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLIC!ES (continuation)
12} Net Assets/Fund Balance

A} NetAssefs

The GWFS and Proprietary Funds Financial Statements utilize a net assets presentation, which are categonized as follow:

* [nvested in Capital Assets, Net of Relafed Debt — These consists of capital assets, net of accumulated depreciation
and amortization, reduced by the outstanding balances of bonds payable, notes payable and other debts that are
attributed to the acquisition, construction or improvements of those assets. For the purposes of determining the
outstanding debt attributed to capital assets, the total long-term debt related to the acquisition, construction or
improvements of capital assets has been reduced by any related unspent debt proceeds and any related unamortized
debt issuance costs. In addition, the outstanding debt atfributed to capital assets does not include accrued interest
payable, non-capital accrued liabilities, inter-fund loans and other financial assets.

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

Governmental Business-Type

Activities Activities
Capital Assets, Net of Accumulated Depreciation............... $169,959,504 $ 9,739,579
Outstanding Balance on Related Debt ................ccc...c........ (82,123,670) -
Unspent Capital Debt Proceeds........ccovcevrvenrinrinnniens 16,060,368 -
Total Invested in Capital Assets, Net of Related Debt ....... $103,896,202 § 9739579

o Restricted Net Assets — These result when constraints placed on net assets use are either extemaily imposed by
creditors, grantors, confributors, and the like, or imposed by law through constitutional provisions or enabling
legislation.

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

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

B} Fund Balance

The Municipality implemented GASB Statement 54, Fund Balance Reporting and Govermmental Fund Type
Definitions effective with the June 30, 2011 financial statements. Fund balances for the govemmental funds are reported in
classifications that comprise a hierarchy based on the extent to which the govemment honors constraints on the specific
purposes for which amounts in those funds can be spent.

The nonspendable classification contains amounts not in spendable form or legally or contractually required to be
maintained intact. Restricted amounts contain restraints on their use extemally imposed by creditors, grantors, contributors,
or laws or regulation of other govemments; or imposed by law through constitutional provisions or enabling legistation.
Committed amounts can only be used for specific purposes imposed by formal action of the govemment's highest level of
decision-making authority. The highest level of decision-making authonty is the Municipal Legislature and it takes a
resolution to establish a fund balance commitment. Amounts intended to be used for specific purposes are assigned.
Assignments should not cause deficits in the Unassigned Fund Balance. Unassigned Fund Balance is the residual
classification for the General Fund.
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2. SUMMARY OF SiGNIFICANT ACCOUNTING PCLICIES (continuation)

Comprehensive Fund Balance Policy

The Municipality believes that sound financial management principles require that sufficient funds be retained by the
Municipality to provide a stable financial base at all times. To retain this stable financial base, the Municipality needs to
maintain a General Fund balance sufficient to fund all cash flows of the Municipality, to provide financial reserves for
unanticipated expenditures and/or revenue shortfalls of an emergency nature, to provide funds for the disparity in timing
between the collection of property taxes and other main income. The purpose of this policy is to specify the size and
composition of the Municipality's financial reserves and to identify certain requirements for replenishing any fund balance
reserves utilized.

In February 2009, the Govemmental Accounting Standards Board (GASB) issued Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions (GASB 54). This new standard has substaniially altered the
categories and terminology used fo describe the fund balance in govenmental funds. The purpose of GASB 54 is to
provide clanity to understand the extent of restrictions on the use of balances of the funds presented in the financial
statements. One objective of this standard was to improve, including the understandability, the usefulness of fund balance
information by providing clear fund balance classifications. GASB 54 abandons the reserved, unreserved, and designated
classifications of fund balance and replaced them with five classifications: nonspendable, restricted, committed, assigned,
and unassigned. The requirements of this statement are effective for the Municipality's financial statements for the fiscal
year ending June 30, 2011.

GASB 54 requires local governments to focus on the constraints imposed upon resources when reporting fund balance in
governmental funds. The fund balance classifications indicate the leve! of constraints placed upon how resources can be
spent and identify the sources of those constraints. The following five classifications serve to inform readers of the financial
siatements of the extent to which the Municipality is bound to honor constrainis on the specific purposes for which
resources in a fund can be spent.

s Nonspendable Fund Balance — Fund balance reported as “nonspendabie” represents fund balance that is (a) not in a
spendable form such as prepaid items or (b} legally or confractually required to be maintained intact such as an
endowment.

s Restricted Fund Balance — Fund balance reported as "restricted” consists of amounts that can be spent only on the
specific purposes stipulated by law or by the external providers of those resources.

o  Committed Fund Balance — Fund balance reported as “committed” are self-imposed limitations set in place prior to the
end of the fiscal period. These amounts can be used only for the specific purposes determined by a formal action of
the Municipal Legislature, which is the highest level of decision-making authority, and that require the same level of
formal action to remove the constraint.

»  Assigned Fund Balance - Fund balance reported as “assigned” consists of amounts that are subject to a purpose
constraint that represents an intended use established by the Municipal Legislafure or by a designated official. The
purpose of the assignment must be narrower than the purpose of the General Fund. Formal action is not necessary to
impose, remove, or modify a constraint in Assigned Fund Balance, Additionally, this category is used to reflect the
appropriation of a portion of existing fund balance to eliminate a projected deficit in the subsequent year's budget.

e  Unassigned Fund Balance — Fund balance reporied as “unassigned” represents the residual classification of fund
balance and includes all spendable amounts not contained within the other classifications.

Poiicy on Committing Funds

In accordance with GASB 54, it is the policy of the Municipality that fund balance amounts will be reported as “Committed
Fund Balange” only after formal acticn and approval by Municipal Legislature. The Municipal Legislature has the authority to
separate funds for specific purposes. Any separate fund as Committed Fund Balance requires the adoption of a resolution
by a simple majority of votes. The adoption of the resolution should be camied out before June 30 of the fiscal year fo
implement. If the actual amount of the commitment is not available through June 30, the resolution should establish the
process or formula required o calculate the exact amount as soon as information is available in the following fiscal year.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

For example, the Municipal Legislature may approve a resolution prior to year-end financial statements, if available, up to a
specified dollar amount as Commitied Fund Balance for capital projects. The exact dollar amount to be reported as
Committed Fund Balance for capital projects may not be known at the time of approval due fo the annual financial audit not
yel being completed. This amount can be determined at a later date when known and appropriately reported within the year-
end financial statements due to the Municipal Legislature approving this resolution before year-end.

itis the policy of the Municipality that the Municipal Legislature may commit fund balance for any reason that is consistent
with the definition of Committed Fund Balance contained within GASB 54. Examples of reasons to commit fund balance
would be to display intentions to use portions of fund balance for future capitat projects, stabilization funds, or to earmark
special General Fund streams unspent at year-end that are intended to be used for specific purposes.

After approval by the Municipal Legislature, the amount reported as Committed Fund Balance cannot be reversed without
utilizing the same process required to commit the funds. Therefore, in accordance with GASB 54, it is the policy of the
Municipality that funds can only be removed from the Committed Fund Balance category after resolution and approval by
the Municipal Legislature.

Policy on Assigning Funds

In accordance with GASB 54, funds that are intended to be used for a specific purpose but have not received the formal
approval action at the Municipal Legislature leve! may be recorded as Assigned Fund Balance. Likewise, redeploying
assigned resources to an altemative use does not require formal action by the Municipal Legisiature.

Having reviewed the requirements for assigning fund balance, therefore, is the policy of the Municipality that Mayor shall
have the authority to assign fund balance of the Municipality based on the intentions of the use of funds by the Municipal
Legislature. In addition, the Mayor can delegate to the Finance Director or other employee of the Municipality, the authority
to assign the funds.

Policy on Unassigned General Fund Balance

It is the goal of the Municipality to achieve and maintain an Unassigned General Fund Balance equal to 15% of budgeted
expenditures. The Municipality considers a balance of less than 10% to be a cause for concem, baming unusual or
deliberate circumstances, and a balance of more than 20% as excessive. An amount in excess of 20% is to be considered
for reservation to accumulate funding for the purchase of machinery and equipment, for capital projects, and/or reduces tax
levy requirements, and shall be determined in conjunction with the annual budget process. In the event that the Unassigned
General Fund Balance is tess than the policy anticipates, the Municipality shall plan to adjust budget resources in the
subsequent fiscal years to restore the balance.

Appropriation from Unassigned General Fund Balance shall require the approval of the Municipal Legislature and shall be
only for specific disbursements, such as one-time expenditures and capital asset purchases, and not for ongoing
expenditures unless a viable plan designated to sustain the expenditures is simultaneously adopted.

Policy on the Allocation of Priorities of Use of the Fund Balance
in circumstances where the payment is for a purpose that quantities are available in multiple ciassifications of fund balance,

the order in which resources wiil be used shall be as follows: Restricted Fund Balance, followed by Committed Fund
Balance, Assigned Fund Balance, and last but not least, Unassigned Fund Balance.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continuation)
C) Components of Fund Balance

REAL OTHER TOTAL
GENERAL HEAD START MARINA DEBT SERVICE =~ GOVERNMENTAL GOVERNMENTAL
FUND FUND FUND FUND FUNDS FUNDS
Nonspendabie: $ - % - § - 3 - % - §
Restricted For:
Improvement of Sireets and Sidewalks - - - - 1,326,991 1,326,984
improvement and Construcson of Faciibes - - . . 5,830,412 5,830,412
Capital Oullay - - - - 9,33 9,338
Weltre - - - - 1,376,402 1,376,402
Public Sakty - - - - 228,542 228,542
Emvirmental Proiecion Ackviies - - - 5,404 5,404
Constinuchon of Redl Maina - - 11,996,597 - - 11,996.567
Deht Repay ment - - - 6,257,912 . 6,267.92
Salid Waske and Landil 367,953 - - . - 37,053
Total Restricted 397,40 . 11,996,597 £,257312 8,777,080 27,419,551
Committed To:
Fmgrow ement of Sireets and Sidewalks 773,027 - - - 57,527 830,554
Imgrov ement and Consiruction of Facities - - - - 101234 101234
Economic Dev elopment - - - - 113347 173,347
Sanitzl R N - - 2,034,267 2034.%7
Recreaion - - - - 21679 20,879
General Gov emment 279549 - - - - 279,549
Total Committed 1,032,576 - - - 3,971,354 4,623,830
Assigned To:
General Gov emment 329,538 - - - - 329,539
Capitl Outay 24248 - - . . 724248
Total Assigned 553,787 - - - - 353,787
Unassigned: 9,990,275 - - - 1,970,683} 8,019,592
Total Fund Balances § 19845 § - % 1,998,597 § 6257012 § 10,377,760 § 40,616,860

E. Interfund Transactions

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

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

Intra-Entity Transactions - Advances between funds are also presented as amounts due to and due from other funds.
However, these transfers and related amounts receivables and payables are considered intemal batances and activities that
have been eliminated in the govemment-wide financial statements.

F. Risk Financing

The Municipality camies commercial insurance to cover property and casualty, theft, tort claims and other losses. Insurance policies
are negotiated by the Puerto Rico Treasury Department and costs are allocated among all the municipalities of Puerto Rico. Also,
principal officials of the Municipality are covered under various surety bonds. Cost of insurance allocated to the Municipality and
deducted from the gross property tax collections by the MRCC for the year ended June 30, 2011 amounted to approximately
$801,852. The cument insurance policies have not been cancelled or terminated. In addition, MRCC deducted approximately
$784,063 for workers compensation insurance covering all municipal employees for the same period.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuation)

This Statement also amends the critenia for reporting component units as if they were part of the primary government (that is,
blending) in certain circumstances. Lastly, additional reporting guidance is provided for blending a component unit if the primary
govemnment is a business-type activity that uses a single column presentation for financial reporting. This Statement also clarifies
the reporting of equity interests in legally separate organizations. It requires a primary govemment to report its equity interest in a
component unit as an asset. The provisions of this Statement are effective for financial statements for periods beginning after
June 15, 2012. Earlier application is encouraged.

The Municipality's financial statements were not affecled by the implementation of these statements.

GASB Statement No. 62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements. The obiective of this Statement is to incorporate into the GASB's authoritative literature
certain accounting and financial reporting guidance that is included in the following pronouncements issued on or before
November 30, 1989, which does not conflict with or confradict GASB pronouncements:

1. Financial Accounting Standards Board {(FASB) Statements and Interpretations

2. Accounting Principles Board Opinions

3. Accounting Research Bulletins of the American Institute of Certified Public Accountants' (AICPA) Commitiee on
Accounting Procedure.

Hereinafter, these pronouncements collectively are referred to as the “FASB and AICPA pronouncements.” This Staiement also
supersedes Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting, thereby eliminating the election provided in paragraph 7 of that Statement for enterprise funds
and business-type activities to apply post-November 30, 1989 FASB Statements and Interpretations that do not conflict with or
contradict GASB pronouncements. The requirements of this Statement are effective for financial statements for periods
beginning after December 15, 2011. Earlier application is encouraged. The provisions of this Statement generally are required to
be applied retroactively for ali periods presented.

(3ASB Statement No. 63, Financial Reporting of Deferred Quiflows of Resources, Deferred inflows of Resources, and Net
Position. This Statement provides financial reporting guidance for deferred outfiows of resources and deferred inflows of
resources. Concepts Statement No. 4, Elements of Financial Statements, introduced and defined those elements as a
consumption of net assets by the government that is applicable to a future reporiing period, and an acquisition of net assets by
the government that is applicable fo a future reporting period, respectively. Previous financial reporting standards do not include
guidance for reporting those financial statement elements, which are distinct from assets and liabilities.

Concepts Statement 4 also identifies net position as the residual of all other elements presented in a statement of financial
position. This Statement amends the net asset reporting requirements in Statement No. 34, Basic Financial Statements—and
Management's Discussion and Analysis—for Stafe and Local Govemments, and other pronouncements by incorporating
deferred outflows of resources and deferred inflows of resources into the definitions of the required components of the residual
measure and by renaming that measure as net position, rather than net assets. The provisions of this Statement are effective for
financial statements for periods beginning after December 15, 2011. Earlier application is encouraged.

The Municipality has not yet determined the effect these statements will have on the Municipality’s financial statements,

GASB Statement No. 64, Denvative Instruments. Application of Hedge Accounting Termination Provisions—an amendment of
GASB Statement No. 53. Some governments have entered into interest rate swap agreements and commodity swap agreements
in which a swap counterparty, or the swap counterparty’s credit support provider, commits or experience either an act of defauit
or a termination event as both are described in the swap agreement. Many of those govermments have replaced their swap
counterparty, or swap counterparty’s credit support providers, either by amending existing swap agreements or by entering into
new swap agreements. When these swap agreements have been reported as hedging instruments, questions have arisen
regarding the application of the termination of hedge accounting provisions in Statement No. 53, Accounting and Financial
Reporting for Derivative Instruments. Those provisions require a govemment to cease hedge accounting upon the termination of
the hedging derivative instrument, resulting in the immediate recognition of the deferred outfiows of resources or deferred infiows
of resources as a component of investment income.
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3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (continuation)

Statement of Revenues, Expenditures, and Changes in Fund Balances/Statement of Activities
Tofal Long-Term Capital- Long-Term Statement of
Governmental  Revenues/ Related Debt Activities
Funds Expenses (B) ltems (C) Transactions (D) Totalg
Revenues:
Property Taxes $ 14395375 3 - 5 - 3 - § 143%375
Volumne of Business Taxes 7,272,001 - - - 7,272,001
Sales and Usage Taxes 3044714 - - - 3,044,714
Federal Grants 11,814,442 (1,657,484) - - 10,156,958
Intergovemmental 12,378,779 - - - 12,378,779
Construction Excise Taxes 2,320,597 - - - 2,320,597
Interests 517,942 - - - 517,942
Charges for Services 2,083,887 - - - 2,083,887
Miscellaneous 816,445 - - - 816,445
Total Revenues 54,644,182 {1,657,484) - - 52,556,638
Expenditures/Expenses:
Cument
Mayor and Municipal Legislature 1,141,189 - 122,540 - 1,263,729
General Govemment 14,938 920 - 1,975,952 152,565 17,067 437
Public Safety 1,744,291 - 140,921 - 1,885,212
Public Works 1,196,523 - 275,714 - 1,472,237
Culture and Recreafion 937,697 - 61,270 - 998 967
Health and Sanitation 3,972,388 - 336,984 - 4,309,312
Public Instruction 6,597,354 - - (62.414) 6,534,940
Landiii Closure Costs 628,043 - - (628,043) -
Human Services and Welfare 6,647,834 - 76,587 - 6,724,421
Urban Development 9,092,172 - 73,524 - 9,165,606
Capital Outiay 6,548,283 - (6,548,283) . -
Debt Service:
Principal 3,204,377 - - (3.204,377) -
Interest and Other Charges 2,634,339 - - - 2,634,339
Bond Issue Costs 28123 - - {10,368} 17,755
Tolal Ex penditures/Ex penses 59,401,533 - {3,484,791) (3,842,630 52,074,105
Other Financing Sources (Usesy/
Changes in Net Assets
Net Transfers (o) from Other Funds 60,095 - - - £0,095
Capital C onfributions (696,632} - - - (696,632)
Proceed of Bonds 5,206,379 - - (5,208,379) -
Total Other Financing Sources {U ses)/
Changes in Net Assels 4,569,842 - - {5,206,379) (636,537
Net Change for the Year $ (187509 $ (1657484 $ 3484791 0§ (1363742 § 276,056
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3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (continuation)

()

When capital assets that are fo be used in govemmental activities are purchased or constructed; the resources expended for
those assets are reported as expenditures in governmental funds. However, in the Stafement of Activities, the cost of those
assets is allocated over their estimated useful lives and reported as depreciation expense. As a result fund balance decreases by
the amount of financial resources expended, whereas net assets decrease by the amount of depreciation expense charged for
the year.

Capital Qutiays of Governmental ACHVIEIES .......ccccoceeovviviniivniiesv e (3 8,548,283)
Depreciation EXPENSES ......c..vu e srcrvsssrase e ssse s s ssarse s sscenes 3063492
D BIENCES ..o ceev vt ettt et ettt ees s e (8__3.484.791)

Repayment of bond principal is reported as expenditures in governmental funds and, thus, has the effect of reducing fund
balance because current financial resources have been used. For the Municipality as a whole, however, the principal payments
reduce the liabilities in the Statement of Nef Assefs and do not result in expenses in the Stafement of Activities. The
Municipality's bonded debt was reduced because principal payments were made to bond holders.

Principal Payment Made ...............ccooccvrimecnnreninecnvssnresmersseesssssnesresesssssmnneeeennens (93, 294,377)

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds
(bond issuance costs). Certain long-term liabilities reported in the prior year Statement of
Net Assets were paid during the current period resuling in expenditures in the
governmental funds {landfill closure costs, claims and judgments, and compensated
absences). This is the amount by which the decrease in long term liabilities exceeded
expenses reported in the Statement of Activifies that do not require the use of current
financial resources:

LaNdfill CIOSUIE COSES .....oecvceseeiee sttt cesstbstsr s rens st eees s en b s ses b sens s eeb s b s asssran enes {628,043}
Bond Issue Cost AMOMZALON .......co...ooeee et eb e e s eneeeeranssesans s ersrenens 17,755
Claims and JUAGMENTS ......vceieeeee et b s e mns st 66,085
Compensated ADSENCES .........coviuiirec it ene s e s e 24,056

107.906

Bond issuance costs are expended in govemmental funds when paid, and are capitalized
and amortized over the life of the comesponding bonds for purposes of the Statement of

ACHVIHES. ......ooeveees et en st b e e ke s bbb e (28.123)

Bond proceeds are reported as other financing sources in governmental funds and thus
contribute fo the change in fund balance. in the govemment-wide statements, however,
issuing debt increase long-term liabilities in the Stafement of Net Assets and do not affect
the Statement of Activities. Proceeds were received from:

General ObGAtIoN BONGS ............o.vreeecenreerieeererse st s rmess e sesnans {$ 1,705,000)
Special ObHGation BONAS ............cneeerceniienie et (3,501,379)
(§_5.206,379)
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5.

CASH AND INVESTMENTS (continuation)
Credit Risk

This is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. At June 30, 2011, the Municipality
has invested only in cash equivalents of $19.8 million consisting of certificate of deposit in commercial banks, which are insured by
the FDIC, generally up to a maximum of $250,000. As previously mentioned, public funds deposited by the Municipality in
commercial banks must be fully collateralized for the amounts deposited in excess of the FDIC coverage. No investments in debt of
equily securities were made during the Fiscal Year ended June 30, 2011. Therefore, the Municipality's management has concluded
that the credit risk related to any possible loss related to defaults by commercial banks on the Municipality’s deposits is considered
low at June 30, 2011.

Custodial Credit Risk

This is the risk that, in the event of the failure of a depository financial institution, the Municipality will not be able to recover its cash
and investments or will not be able to recover collateral securities that are in the possession of an outside parly. Pursuant to the
Investmeni Guidelines for the Govemment adopted by GDB, the Municipality may invest in obligations of the Govemnment,
obligations of the United States, certificates of deposit, commercial paper, banker's acceptance, or in pools of obligations of the
municipalities of Puerto Rico, which are managed by GDB. At June 30, 2011, the Municipality has balances deposited in commercial
banks amounting to $32.1 million which are insured by the FDIC up to the established limit and the excess are fully collateralized as
explained above. Deposits in GDB, amounting fo $17.% million are uninsured and uncollateralized. However, no losses related to
defaults by GDB on deposit transactions have been incurred by the Municipality through June 30, 2011. It is management's policy to
only maintain deposits in banks affiliated to FDIC to minimize the custodial credit risk, except for GDB. Therefore, the Municipality's
management has concluded that at June 30, 2011, the custodial credit risk associated with the Municipality's cash and cash
equivalents is considered low.

Intorest Rate Risk

This is the risk that changes in interest rates of debt investments will adversely affect the fair value of an investment. The
Municipality manages its exposure to declines in fair values by: (1) not including debt or equity investments in its investments
portfolio at June 30, 2011, (2) fimiting the weighled average maturity of its investments in certificates of deposit to periods of four
months or less, and (3} keeping most of its banks deposits and certificates of deposit in interest bearing accounts generating interest
at prevailing market rates, Therefore, at June 30, 2011, the interest risk associated with the Municipality’s cash and cash equivalent
is considered low.

Foreign Exchange Risk

This is the risk that changes in exchange rates will adversely affect the value of an investment or a deposit. According to the
aforementioned investment guidelines, adopfed by the Municipality, the Municipality is prevented from investing in foreign secunties
or any other types of investments for which foreign exchange risk exposure may be significant. Accordingly, management has
oconcluded that the foreign exchange risk related to the Municipality’s deposits is considered low at June 30, 2011.

RECEIVABLES

Fallowing is the account receivables of other governmental funds as of June 30, 2011:

Federal Grants AMOUNT

Office of the Govemor-Elderty Ofiice $§ 367653
Office of Commissioner of Municipal Afiairs 90
U.S. Depariment of Homeland Security 252,520
U.S. Environmental Proeciion Agency 31,865
U.5. Depariment of Agricutture 433,72
U.S. Department of Housing and
[Urban Development 1,702,812
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NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

GOVERNMENT OF PUERTO RICO
MUNICIPALITY OF AGUADILLA, PUERTO RICO

11. LONG-TERM LIABILITIES
A. General Obligations Bonds and Special Obligations Bonds

The principal long-term obligations of the Municipality are general obligation bonds and special obligation bonds issued to finance
the construction and improvements of public faciliies and purchase of machinery and equipment. The Municipality’s obligations long-

term debt refirements are appropriated and paid from resources accumutated in the Debt Service Fund (See Note 12).

The following is a summary of general and special obligation bonds of the Municipality as of June 30, 2011;

During October 2010,_ the Municipal.ity Maturity Interest
stgg? fﬁeﬁ:‘ aonl'ljgﬂi??)? ;2 ggso" O%Enf?) ?_ Type of Obligation and Purpose Date Rate Amount
general construction and bond issue | General Obligation Bonds:
cost. OT':e fpn'ncup;l and van'al(:ile t]n;esrg:; General Obligation Bonds - Property Taxes income:
faotrﬁ. ﬂ? :’ ?er r:'a?ni;;t yﬁf's't;?m e?ns‘ o $500,000, Series 1999 - Generl Consucton 2013 48606.11% § 185,000
payable annually ranging from $160,000 $2,840,000, Series 1999 - General Consfruction 2013 48610 6.11% 840,000
to $305,000 on the 1=t day of July of $5.065,000, Series 1999 - General Construcfon 2013 4860 6.56% 3,690,000
each year through July 2020. $3.210,000, Series 1999 - General Construction 2023 2700 560% 2,335,000
$805,000, Series 1999 - General Construciion 2023 270 5.60% 590,000
During May 2011, the Municipality $3,520,000, Series 2000 - General Construction 2014 2700473% 1,335,000
issued general obligation bonds, Series $1,340,000, Series 2000 - General Constuction 2004 2700580% 1,045,000
of 2011 in the amount of $1,705,000 for $3,015,000, Series 2000 - General Construction 2020 270©0520% 2,065,000
::% 6:0230{3233'20‘:5”1?52'2’%2 pgfgfé $2,165,000, Series 2001 - General Constucion 2025  2700560% 1,745,000
variable interest at 6.00% for the first $1,255,000, Series 2003 - General Canstruction 2008  437106.00% 1,065,000
year and at 7.50% for the remaining $1,795,000, Series 2005 - General Construction 2029 4.37 6 5.00% 1,540,000
instaliments are payable annually $1,795,000, Series 2005 - General Construction 2029 3270500% 1,540,000
ranging from $25,000 fo $145,000 on $1,935,000, Series 2005 - General Construction 2029 4270650% 1,670,000
the 1st day of July of each year through $3,130,000, Series 2006 - General Consfruction 2030 6.00 0 6.50% 2,830,000
July 2035, $1.010,000, Series 2005 - General Construction 2019 4.27 10 5.00% 700,000
. C $2,330,000, Series 2007 - General Construction 2032 393L750% 2,220,000
i‘g‘;\? » themeyea;nﬁﬂr:ﬁaﬁ;umzlfpalgx $4,385,000, Series 2008 - General Construction 032 3930750% 4,180,000
additional obligation granted by US $1,160,000, Series 2008 - General Consfruction 2033 7.00% 1,120,000
Department of Agriculture, Rural $260,000, Series 2009 - General Construction 2033 5401 7.50% 250,000
Development (RD) for the amount of $185,000, Series 2009 - General Conskuction 2033 54007.50% 175,000
$1,241,379 as an addition of the original $1,475,000, Series 2009 - General Construction 2033 475W750% 1,430,000
loan of $4,610,000 for a total amount of $220,000, Series 2009 - General Construction 2033 4.75 o 7.50% 210,000
$5,851,378, to be used to various $3,040,000, Series 2010 - General Construction 2034 6.000750% 2,995,000
projects. The principal and interest are $2,110,000, Series 2010 - General Construciion 2024 60007.50% 2,030,000
gﬁ{ﬁet:ﬁ::m?‘ﬁ“é;gg:?n gg gfaé% $775,000, Series 2010 - General Construction 0% 6000L7T30% 715000
upon completion of the consiructions $1,705,000, Series 2011 - General Construction 2035  6.0007.50% 1,705,000
activities. Subtotal 40,205,000
Variable interest rates on bonds are General Obligation Bonds - Rental Income:
reviewed periodically by‘ GDB and arle $9,340,000, Series 2004 - General Construction 2028 5.00% 8,280,000
\bvaesigl?tegn :lv?eraf;uecma?aotr; Offo?DBit: Totai General Obligations Bonds 48,485,000
commercial paper program. Under this continue
program, GDB issues commercial

paper: (1) in the taxable and tax-exempt

markets of the USA, (2} in the Eurodollar market, and (3) to corporations having tax exemptions under the Puerto Rico Industrial

Incentives Acts and, which qualify for benefits provided by the former Section 936 of the US Internal Revenue Code.
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GOVERNMENT OF PUERTO RICO NOTES TO THE BASIC FINANCIAL STATEMENTS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011

13.

14.

PROPERTY TAXES (continuation)

The MRCC is responsible for the billing of real property taxes and collections of both, personal and real property taxes on behalf of all
the municipalities of Puerto Rico. Prior to the beginning of each fiscal year, the MRCC informs the Municipality of the estimated
amount of property taxes expected to be collected for the ensuing fiscal year. Throughout the year, the MRCC advances funds to the
Municipality based on the initial estimated collections. The MRCC is required by law to prepare a settlement statement on a fiscal
year basis, whereby a comparison is made between the amounts advanced to the Municipality and amounts actually collected from
taxpayers. This setflement has to be completed on a preliminary basis not later than three months after fiscal year-end, and a final
settiement made not later than six months after year-end. If the MRCC remits o the Municipality property taxes advances, which are
less than the tax actually collected, a receivable from the MRCC is recorded at June 30. However, if advances exceed the amount
actually collected, a bommowing from MRCC is recorded at June 30. At the time of the preparation of the financial statement, the
difference between the advances and the final setlement is pending of final determination.

The tax rate for fiscal year 2011 is 10.53% for real property and 8.53% for personal property of which 1.03% of both are for the
redemption of public debt issued by the Govemment and 9.50% and 7.50%, respectively, belongs to the Municipality. Taxpayers pay
10.33% for real property and 8.33% for personal property and the remaining 0.20% is paid by the Government's Secretary of the
Treasury as a subsidy. The percentages are distributed as follows; (1) 6.00% and 4.00%, respectively, represents the Municipality’s
basic tax rate that is appropriated for general purposes and therefore accounted for through the general fund. A portion of such
amount is deposited in an equalization fund together with a percentage of the net revenues of the Puerto Rico electronic lotfery and a
subsidy from the Government. The remaining portion belonging to the Municipality of 3.50% represents the ad-valorem property
taxes withheld by the MRCC and restricted for debt service, which is accounted for through the debt service fund (See Note 12). The
Municipality has reached the maximum statutory tax rate limit for the basic tax while there is no limitation for the ad-valorem tax rate.

As per Law Number 7 of March 8, 2009, the Govemment of Puerto Rico provides for revision of the valuation of property subject to
taxation and imposes special property taxes for the Govemment. The effect of this Law was an increass in the valuation of the real
properties and in the exemption granted for the residential units occupied by their owners by multiply both amount by ten. Accordingly,
the residential units occupied by their owners are exempt from real property faxes on the first $150,000 assessed value. For such
exempted amounts, the Puerto Rico Secretary of the Treasury assumes payment of the basic tax to the Municipality (6.00%), except
for residential units assessed at less than $35,000 on which a complete exempfion is granted. As part of Law No. 83 of August 30,
1991, as amended, the exempt amount to be paid by the Puerto Rico Secretary of the Treasury to the Municipality was frozen as of
January 1, 1992,

In addition, the law grants a complete exemption from personal property taxes up to an assessment value of $50,000 to retailers with
an annual net sales volume of less than $150,000. The MRCC advances to the Municipality, on monthly payments, 100% of the
contribution assessed over property for each fiscal year. In accordance to Law, these advances will be conkributions by the MRCC
from taxpayers. The MRCC periodically informs to the Municipality the amounts collected from taxpayers and applied to outstanding
advances.

The Municipality records as revenue in the general fund the property tax contribution when received from monthly advances from
MRCC. Due to the fact that collections of property tax are applied to the advances of property tax paid by the MRCC, the amortization
of the advance at end of year was not available due to that is in process of verification by extemal auditors.

VOLUME OF BUSINESS TAXES

The volume of business taxes is levied each year based on the prior year's gross revenues for all commercial and industrial
organizations doing business in the Municipality and which are not totally or partially exempt from this tax under the Industrial
incentives Acts of the Govemment of Puerfo Rico. This is a self-assessed tax based on the business volume in gross sales as shown
in the tax return that is due five working days after April 15 of each year. Entities with sales volume of $3 million or more must include
audited financial statements together with the tax refurn. During the fiscal year ended June 30, 2011, the tax rates were as follows:

a.  1.50% for financial institutions and savings and loan associations.
b.  0.40% for all other organizations.

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date of levy. If they are paid with

declaration on or before the due date, the taxpayer is granted a 5% of discount. The volume of business fax receivable represents

filed tax retumns that were uncollected as of June 30, 2011. Collections of taxes during current fiscal year cormesponding of the tax

[:etum based on the prior year gross sales are applicable to the next fiscal year and recorded as deferred revenues in the General
und.
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14.

18.

16.

VOLUME OF BUSINESS TAXES (continuation)

As per Ordinance No. 66, Series 2008-2009, the Municipality imposed to the enfilies with sales volume in excess of $5,000, to pay
$25 fo cover the cost associated with the supplies and administrative procedures for the expedition of the Patent Certificate.

SALES AND USAGE TAXES

Municipality imposes a Sales and Usage Taxes of 1.5% (1.0% collected and beleng to the Municipality and 0.5% collected by the
Puerto Rico Secretary of the Treasury) on the sales price of a faxable item or on the purchase price of all usage, storage or
consumption of a taxable item. All merchants required to collect the Sales and Usage Taxes, are required to file a monthly Sales and
Usage Taxes Retum Form, no later than the 10t of the following month from the month being reported. The Act also provides for
restrictions on the use of the resources {including the 0.5% collected by the Puerto Rico Secretary of Treasury) to be invested in solid
waste and recycling programs, capital imprevements and health and public safety costs.

The amount collected by the Puerto Rico Secretary of Treasury will be deposited in accounts or special funds in GDB, subject to
restrictions imposed and distributed as follows:

a.  .2% will be deposited in a “Municipal Development Fund” to finance costs as restricted by the Act;

b.  0.2% will be deposited in a “Municipal Redemption Fund” fo finance loans to municipalities subject to restrictions imposed
by the Act; and

¢.  0.1% will be deposited in 2 “Municipal Improvement Fund” to finance capital improvement projects. These funds will be
distributed based on legislation from the Government's Legislature.

Sales and Usage Taxes Receivabie represents filed sales tax retums that were collected subsequent to June 30, 2011, but pertaining
to the cumment year peniod.

CONSTRUCTION EXCISE TAXES

Municipality imposes and collects municipal consfruction excise taxes to most natural and legal persons and any govemmental
instrumentality that carry out activities refated to consfruction, expansion, major repairs, reiocations, alterations and other types of
permanent improvements to residential, commercial and industrial buildings, and any structures within the temitonial area of the
Municipality. The tax is also applicable to infrastructure projects, the installation of machinery, equipment and fixtures, and other
types of constuction-related activities.

The construction excise taxes generally is a seif-assessed tax imposed over the cost of the project, net of certain exemptions such as
the costs associated with the acquisition of land, existing buildings and improvements, project design and other engineering fees,
ficenses and permits, consulting and legal fees. The tax is paid by the taxpayer before the beginning of the construction project. The
activities covers by this tax and the exemption granted are as follows:

a. Al construction, repair, addition, demolition or improvement to a single-family residential construction projects not related to
housing development projects, condominiums, or any similar projects, with a total cost up to $80,000, will pay 2.5% of
construction excise taxes. This project is exempt of the construction excise taxes for the first $5,000 of the project
construction costs.

b. Al construction projects in excess of 80,000, but equal or less than $300,000, will pay 3.5%. In excess of $300,000 the
consiruction excise tax will be 4.00%. Both types of construction projects do not qualify for the exemption of $5,000 granted
to the single-family residential projects.

¢. Al construction projects carried out by civic Non-for-Profit Organization, affiliated to councils and associations of their
representative instifutions, registered with the Government's State Department, have full exemption fo the construction
excise taxes.
Municipality issued Resolution Number 103, Series 2009-2010, granted a 50% exemption of construction excise taxes for a single-
family residential project for low-income families in Ceiba Baja, Aguadilta.
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18.

19.

20.

PENSION PLAN (continuation)

Participants are vested in accordance with the following vesting schedule: Years of Vested

. Services Percentage
A participant will be fully vested and may retire after reaching the age of 55 with 10 years
of service. Less than 1 0

Atleast 1 0
The Plan provides additional information in their financial report that may be obtained by Atleast2 20
writing to the Administrator at PO Box 363428, San Juan, PR (10936-3428. Atleast 3 40

Atleast4 60
CONTINGENCIES Atleast5 80

A. Claims and Judgments Atleast6 100

The Municipality is, at present, a defendant in a number of legal matters that arise from alleged improper application of policies and
negligence in the ordinary course of the Municipality's activities. The legal counsel of the Municipality has advised that at this stage
in the proceedings of lawsuits that on opinion cannot be formed as to the probable outcome, with the exception of various uninsured
lawsuits for which our legal counsel estimate in $266,095 the probable unfavorable outcome.

In addition, the Municipality is a defendant or co-defendant in several legal proceedings, which are in discovery stage. Certain of
these claims are covered by insurance. Legal counsei with the information currently available cannot determine the final outcome of
these claims. Accordingly, the financial statements do not include adjustment, if any, that could result from the resolution of this legal
proceeding. However, it has been the Municipality's experience that such actions are setfled for amounts substantially less than the
claimed amounts,

B. Fedoeral Grants

In the normal course of operations, the Municipality receives grants from various Federal and State agencies. The grant programs
are subject to audit by agents of the granting authority, the purpose of which is to ensure compliance with conditions precedent to the
granting of funds. The expenditures financed by grants are subject to program compliance audits by the grantor and passed-through
agencies in order to assure compliance with grant requirements. If expenditures are disallowed due to noncompliance with grant
program requirements, the Municipality may be required to reimburse the grantor or pass-through agencies. Any liability for
reimbursement which may arise as the result of these audits is not believed to be material.

COMMITMENTS
A. Operating Leases

The Municipality leases equipment under various operating lease agreements, which generally have terms of one year or less and
are automatically renewed for the same term. Rental expenditures/expenses recorded in the general fund for the year ended June 30,
2011, amounted to approximately $50,000. Management believes that the summary of the future minimum rental commitments under
noncancelable real property and equipment lease with terms exceeding one year is not material to the basic financial statemenis
taken as a whole.

B. Construction and Improvement Commitments

The Municipality had encumbrances at June 30, 2011 for the construction, improvements, or renovation of several municipal facilities
in the following funds:

Encumbered For Amount Reported within Fund Balance Classification
General Fund Consyucion of Infaesirucure $ 530,000  Commitied i Improvement and Constuclion of Facites
Improvement of Fadlifes 190,000 Commited i Improvement and Consirucion of Facitfes
Consulling Services 235,000 Corrmited b General Government
Purchase of Vehices 224000  Assigned i Capital Outay
Nen Major Funds  Improvement of Faciliies 1,055,571  Commitied b Improvement and Consruciion of Faciifies
Resurfacing of Sreets 531,251  Commitied mprovement of Sreets and Sidewals
Conskucton of Real Marna 200,000  Conmited o Improvement and Constructon of Faciifes
Post-Closure Care Costs 184,187  Commited b Sankafion
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20. COMMITMENTS (continuation)
C. Other Commitments

At June 30, 2011, the non-major Special Revenue Funds had a deficit of $487,341 as follows: FEMA Fund $199, Building Rent Fund
$7,370, Municipal Police Fund $39,608, State Department of Labor Fund $405,930, Public Relations Activities Fund $24,939, and
Child Care Fund $9,295; and non-major Capital Projects Funds had a deficit of $1,483,342 as follows: Construction & tmprovement of
Recreational Faciliies $234,196, Streets and Sidewalks Improvement Projects Fund $958,708, Las Cascadas Hotel $146,426, Roads
Construction & Improvement $2,001, Ice Skate Arena Third Floor Reimbursement Fund $22,746, City Hali Annex Construction Fund
$13,500, and Anthropologic Museum Construction Fund $105,765. The deficits result from the accrual of expenditures without
accruing intergovernmental revenues for reimbursement of expenditures. As required by current standards, the Municipality recorded
intergovernmental revenues for reimbursement-based (expenditure-driven) grants on GFFS when all applicable eligibility
requirements have baen met and the resources are available. Any amount not covered by the corresponding award will be covered
with future budgetary appropriations of the general fund, if necessary.

21. NET ASSETS/FUND BALANCES RESTATEMENTS

A. Net Assets Restatements GOVERNMENTAL

ACTIVITIES
During the year, the Municipality adjusted the

governmental net assets for capital assefs not Net Assels, as Previously Reporied,

previously recognized and for unrecognized At June 30, 2010 $ 127,887,856
revenues. The following schedule reconciles the June )

30, 2010 Net Assets, as previously reported to Adjustments o Capital Assels 439,028
Beginning Net Assets, as restated, July 1, 2010, for Adjusments o Accounts Payable 21,54
Governmental Activities. Beginning Net a5 Restated,

B. Fund Balances Restatements At July 1, 2010 $  128,348425

The following reconciles the June 30, 2010 Fund Balance, as previously reported to Beginning Fund Balance, as restated, July 1,
2010 for the following funds:

OTHER
GENERAL GOVERNMENT AL
FUND FUNDS
Fund Balance, as Previously Reported,
At June 30, 2010 $ 1,721,026 § 12,039,606
Reclassification of Fund Balances 1,190 (1,190}
Adjustmerts tp Accounts Payable - 21,541
Adjustments Due From (To) Other Funds (89,801) 89,801
Beginning Fund Balance, as Restated,
At July 1, 2010 $ 11,638415 § 12,149,758

22, SUBSEQUENT EVENTS

The franchises were operating as Enterprise Funds until July 31, 2011. Effective August 1, 2011, new franchises were created by the
Municipality to operate as for profit entities.

END OF NOTES
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GOVERNMENT OF PUERTO RicO COMBINING BALANCE SHEET — NON — MAJOR GOVERNMENTAL FUNDS

MUNICIPALITY OF AGUADILLA, PUERTO RicO JUNE 30, 2011
SPECIAL CAPITAL ToOTAL
REVENUES PROJECTS NoN-MAJOR
FunD FuND FUNDS
ASSETS
Cash and Investments.......coccooeeeeee. $§ 5615257 $ 2,046,679 $ 7.661,936
Cash with Fiscal Agent ........ccoocooeviceeeeeeees . 7,280,707 7,280,707
Receivables:
Property Taxes.......cooeveeeieceeceeeeeeeeee, - - -
Sales and Usage Taxes.........ccecvvcrervrneenes 209,505 - 209,505
Federal Grants........o.covcvvevvovecseceeceennns 2,354,940 433,722 2,788,662
Municipal Revenue Collection Center....... - - -
Due from Other Funds ..o, 129,994 83,793 213,787
Others Receivables..........ccoovvvevievevinenn, 332,394 5,500 337,894
Total ASSEtS........ccocmceemc e s § 8,642,090 $ 9850401 $ 18,492,491
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable ........c.ccocceivenrnniveenennes $ 428530 $ 785700 $ 1,214,230
Accrued Interest................. - - -

Due to Governmental Units ..........oennnn - - -
Due to Other Funds.............cooevveren e, 2,506,377 2,511,441 5,017,818
Deposits and Bonds.......c..ccoeverveeeecceenee. 400 - 400
Deferred Revenues:

Volume of Business Taxes ....................

Federal Grants..........oo.cccvveevvneivcv e 1,882,283 - 1,882,283

Total Liabifities ......ccooccovvieiieecieeeseereies 4,817,590 3,297 141 8,114,731
Fund Balances:
RestTcted. ... 1,610,348 7.166,741 8,777,089
Committed ..ot 2,701,493 869,861 3,571,354
Assigned ... - - -
Unassigned (Deficit) .........cccooeeeveceeeeceee. {487 .341) {1,483.342) {1,970,683)
Total Fund Balances........ccoovervvvevreerenne. 3,824,500 6,553,260 10,377,760
TOTAL LIABILITIES AND
FUND BALANCES..........ccoovirmmmminierennsns § 8642080 § 9850401 18,49

See accompanying Notes fo the Basic Financial Statements.
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GOVERNMENT OF PUERTO RICO
MUNICIPALITY OF AGUADILLA, PUERTO RICO

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE -~ NON— MAJOR GOVERNMENTAL FUNDS

FOR THE FiSCAL YEAR ENDED JUNE 30, 2011

REVENUES

Property TaXeS ..o
Volume of Business Taxes......c.cccccevvvene.
Sales and Usage Taxes........c.cooeevrverieinen.
Federal Grants.............cocooeeiieicnrmecnnienns
intergovernmental............ccoooieiiicrcens
Construction Excise Taxes ..........c.c.covvven
IRIESES ..o e
Charges for ServiCes ........ooeevvreeeeseeeeen,
MISCEHIANEOUS ... e

Total ReVENUES. ..o s
EXPENDITURES

Current:
Mayor and Municipal Assembly ..................
General GOVeMMENt .........ccoov oo
Public Safety......coovervieeeeecc e
Public WOrKS .......c.coooeeeeeee e et
Culture and Recreation.............c..ccoceevvne.
Health and Sanitation ............cc.covvvivrinn
Public INSTUCHON ..o
Landfill Closure Costs........ccccoovceviineniienne
Human Services and Welfare .....................
Urban Development............ccoooviverincenns

Capital QubAY ...

Debt Service:
PrNCIPAl ...
Interest and Other Charges ..o
Bond Issue CostS.......covvviviceerceee e,

Total Expenditures.........ccocveeervceeiecrvernnae

Excess of Revenues Over (Under)
EXpenditures............ocooecrverennrcrinirneneinns

OTHER FINANCING SOURCES (USES)

Proceed of Bonds .......ccocoveviciccccrcne.
Transfers = N e
Transfers = Oub ... ...,

Total Other Financing Sources and Uses...
Net Change in Fund Balances.................
Fund Balance - Beginning, as Restated ......
FUND BALANCES -~ ENDING...........ccconusnns

See accompanying Nofes to the Basic Financial Stalemenis.

SPECIAL
REVENUES
FuND

$ -

2,338,192
5,446,673
736,644

167
1,694,354
16,303

10,232,333

1,936,646
76,843

52,962
514,388

3,340,253
2,773,950
1,531,135

10,226,177

6,156

12,317
{1.113173)

(1,000,856}
(994,700)
4,819,200

$ 3,824,500
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CAPITAL
PROJECTS
Funp

5914917
4,484,042

10,454,055

(5,855,156)

5,206,379
437,394
{565 915)

5,077,858
(777,298)

7,330,558
$ 6.553.260

TOTAL
NON - MAJOR
MAJOR
FuNDS

2,338,192
5,541,520
5,080,555

2,869
1,796,421

71,675

14,831,232

———

1,891,742
76,843

52,962
514,388

3,340,253
8,688,867
6,015,177

20,680,232

(5,849 000)

5,206,379
549,711
(1,679,088)

4,077,002

(1,771,998)
12,149,758
$ 10,377,760



COMBINING BALANCE SHEET ~

(GOVERNMENT OF PUERTO Rico NON — MAJOR GOVERNMENTAL FUNDS — SPECIAL REVENUES
MUNICIPALITY OF AGUADILLA, PUERTO Rico JUNE 30, 2011
EowarD STATE
STATE BYRNE BuILDING MUNICIPAL DEPARTMENT
ASSIGNMENTS FEMA FormuLA RENT PoLicE OF LABOR
Funp FunD Funp Funp Funp Funp
ASSETS
Cash and Investments.............cveeeeee.. $ 707552 § - % 228541 % 686797 § 76700 0§ 124716
Cash with Fiscal Agent.... - - - - - - -
Receivables:
Property TAXES .........ccccoveerrermcrrirennns - - - - - -

Sales and Usage Taxes ..................
Federal Grants.........cccovune.

Due frem Other Funds
Qthers Receivables ................

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts Payable..............cccouvvvmeeerecnns $ M4 3§ 199 8§ - 0§ 1530 § B 0§ 3,050
Accrued Interest - - - - - -
Due to Governmental Units ................... - - - - - -
Due to Cther Funds ........oooveeeeeicer, 41,011 - - 519,798 315,923 527 596
Deposits and Bonds ...........c..ccooceunne. - - - - - -
Deferred Revenues:
Volume of Business Taxes................. - - - - - -
Federal Grants.............ccoruveceevccveninine - - - - - -
Total Ligbilities...........cooeveeveee e 75435 199 - 535,188 316,308 530,646
Fund Balances:
Restricted 632,117 - 228 541 - - -
Commitied - - - 173,347 - -
Assigned - - - - - -
Unassigned (Deficits) ........ccoovovnrinnn - (199 - {7.370) {39,608} (405,930}
Total Fund Balances (Defigits) .............. 632,117 {199) 228541 165,977 {39.608) {405,930)
TOTAL LIABILITIES AND
FUND BALANCES...........ccoconnrermcne $ 707552 § - 0§ 228541 § 701165 §$ 276700 $§ 124716

See accompanying Notes fo Basic Financial Statements.
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GOVERNMENT OF PUERTO RICO

MUNICIPALITY OF AGUADILLA, PUERTO RICO

COMBINING BALANCE SHEET -
NON - MAJOR GOVERNMENTAL FUNDS — SPECIAL REVENUES - ConTinue

JUNE 30, 2011

ASSETS

Cash and Investments. ...

Cash with Fiscal Agent .............
Receivables:

Property Taxes .......ccooveeiieseneceeeee

Sales and Usage Taxes
Federal Grants...........cccoouee.
Due from Other Funds..........

Others Recaivables.........oviieneeeas

Total Assets

SCRAP
RemovaL &
RECYCLING

Funp

PusLic
RELATIONS
AcTvmes

Funp

SPORTS
ACTVITEES
INCOME
Funp

HoMeLAND

SECURITY

PrOGRAM
Funp

UrBan
DEVELOPMENT
ACTION GRANT

Funp

$ 247,986

233773

252,520

$ 27246

§ 481759

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable
Accrued Interest ...

Due to Govemmentaf Umts ......

Due to Other Funds................

Deposils and Bonds

Deferred Revenues:

Volume of Business Taxes........c.oveeenens
Federal Grants..........c.coooeevveerrevervvirens

Total Ligbilities. ..o

Fund Balances:

Committed .....
Assigned

Unassigned (Deficits) .......oovecivicnns

Total Fund Balances {Deficits) ...............

TOTAL LIABILITIES AND
FUND BALANCES

§ 20224

$ 9,202

15,737

$ 252,520

$ 2,027

250,492

861

252,518

500

{24,939}

10,368

26,746

(24,939)

10,368

26,746

See accompanying Notes to Basic Financial Statements.
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COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — NON - MAJOR GOVERNMENTAL

(GOVERNMENT OF PUERTO RICO FUNDS ~ SPECIAL REVENUES
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE FISCAL YEAR ENDED JUNE 30, 2011
EowaARD STATE
STATE BYRNE BuiLDiNG MuNICIPAL DEPARTMENT
ASSIGNMENTS FEmA ForRMULA RENT PoLce OF LaBOR
Funp Funp Funp Funp FunD FunD
REVENUES:
Property Taxes ... S - % - % - 3% - § -3 -

Volume of Busmess Taxes ....... - - - - - -

Sales and Usage TAXes ... - - - - - -
Federal Grants............... - - 114,187 - - -
Intergovemmental............coo.coveevceriennnns 351,201 - - - 71,028 27,668
Construction Excise Taxes........cco........ - - - - - -
Interests ... - - 167 - - -
Charges for Sennces ............................. - - - 946,979 - -
Miscelaneous ... - - - 225 13,448 -
Total REVENUES ......ocoooevvirreee e 351,201 - 114,354 950,204 84,476 27 668
EXPENDITURES:
Current:
Mayor and Municipal Assembly............. - - - - - -
General Govermnment ...........cooeveeere, 4,508 2,254 - 746,982 - 190,708
Public Safety..........coooooieeeeen - - - - 76,843 -
Public Works..........coov e - - - - - -
Culture and Recreation.. - - - - - -
Health and Sanitation ... - - - - - -
Public Instruction ... - - - - - -
Landfill Closure Costs...........ccocovernnnc. - - - - - -
Human Services and Welfare..... 45,546 - - - - -
Urban Development.................... 106,559 - - - - -
Capital QUAY ...ceoovv e, - - - 300,142 13,846 139
Debt Service: :
PANCIPAL ... et - - - - - -
Interest and Other Charges................... - - - - - -
Bond Issue COosts ..., - - - - - -
Total Expenditures................occoccoorema...e. 156,613 2,254 - 1,047,124 90,689 190,847
Excess of Revenues Over (Under)
EXpendifures...........ccooovvvvcvesre e 194,588 {2,254) 114,354 {96,920) {6,213) (163.179)
OTHER FINANCING SOURCES
(USES)
Proceed of Bonds ..o, - - - - - -
TrANSFEIS = IM..coe e - - - - - 6,341
Transfers — OUt.......ooooevoeeeeeren, - {7.386) - (207.644) (6,341) -
Total Other Fmancmg Sources
and Uses ... - {7.396) - (207 644) (6. 41) 6,341
Net Change in Fund Batances............ 184,588 (9,650} 114,354 (304,564) (12,554) (156,838}
Fund Balance (Deficits) — Beginning,
asRestated.. ..., 437 529 9451 114187 470,541 (27.054) {249,092
FUND BALANCES (DEFICITS) -
ENDING § SRMT (6 199) § 228541 § 165977 (& 30608) (5 405930)

See accompanying Notes fo Basic Financial Statements.
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GOVERNMENT OF PUERTO RICO

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE — NON — MAJOR GOVERNMENTAL
FUNDS — SPECIAL REVENUES - CONTINUE

MUNICIPALITY OF AGUADILLA, PUERTO RICO

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Scrap PubLic SPORTS HOMELAND URrBAN
RemovaL & RELATIONS ACTIVITIES SECURTY DEVELOPMENT
RECYCLING ACTVITIES IncoME PROGRAM ACTION GRANT
Fuwp Funp Funp Funp Funp
REVENUES:
Property TAXES .......ewceeeiemeeceereecessisnesi $ - $ - $ - - $ }
Voiume of Business Taxes.........c..ccevverernee - - - - R
Sales and Usage Taxes ..o, - - - - -
Federal Grants........ccocoeevereercevcsceevecrenane - - - 60,441 6,736
Intergovemmental. ... - 57,837 - - -
Construction Excise Taxes......c.cocevveveenne - - - - -
[ = L - - - - .
Charges for Senvices ... 489,097 3,960 5,882 - -
MisCelianBous ........cc.ceeveei e 2,630 - - - .
Total ReVENUES .......co.ocvceeceeeeceeeeeeeea 501,727 61797 5,882 60,441 6,736
EXPENDITURES:
Current;
Mayor and Municipal Assembly.................. - - - - -
General Government.................... 300 - - - 362
Public Safety........corr e - - ; . .
Public WOrkS. ... - - - . -
Culture and Recreation..............cc..ccumnns - 50,601 2,361 - -
Health and Sanitation ..........c..ccccovenernenn. 487 909 - - - _
Public INStUCton ... ivernirrnnees - - - - .
Landfill Closure Costs...........cooiceeveiieene. - - - - -
Human Services and Welfare.................... - - - - _
Urban Development.............oovomronncns - - - - _
Capital OUHRY ..o 96,716 12,337 - 60,441 -
Debt Service:
PANCIPAL......oovvvieereri e e - - - - -
Interest and Other Charges ... - - - - -
Bond Issue COStS .....cooeevr e - - - - .
Tolal Expenditures...........cooovvmmeriveinrnenns 584 925 62,938 2,361 60,441 362
Excess of Revenues Over (Under}
EXpenditures............cccoovernernnnesssnsiierecen: {83,198) {1,141} 3,521 - 6,374
OTHER FINANCING SOURCES
(USES):
Proceed of Bonds ..o ieevevieeiee e, - - - - -
Transfers —In.......... 33,660 8,065 4,156 - -
Transfers — Qut {4,825) - - - -
Total Other Financing Sources
and USes ..o 28,835 8.065 4 156 - -
Net Change in Fund Balances................. {54,363) 6,924 1,677 - 6,374
Fund Balance (Deficits) - Beginning,
as Restated. ..o 502,598 (31,863} 2,691 1 20,372
FUND BALANCES {DEFICITS) -
ENDING § 448235 (3 24939) $ 102368 1 $ 26746

See accompanying Nofes o Basic Financial Statements.
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GOVERNMENT OF PUERTO RICO
MUNICIPALITY OF AGUADILLA, PUERTO RICO

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCE ~ NON — MAJOR GOVERNMENTAL
FUNDS — SPECIAL REVENUES - CONTHUE
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Wioe
HoMe BROWNFIELD CENTERS FOR AGuADILLA
ProGRAM HPRP ASSESSMENT THE ELDERLY BowLinG CHILD CARE
Funp Funp FunD FuND ARENA FuND FunD

REVENUES:

Property TAXES ...........coovovemer oo $ - % - % - 3 - ¥ - % -

Volume of Business Taxes. - - - - - -

Sales and Usage Taxes .......c.cceeveeee, - - - - - -

Federal Grants..........cccoooecncerrennen 462 467 362,281 37,269 264,772 - 469,786

Intergovemmental...........cocooimrrennenns - - - 228,910 - -

Construction Excise Taxes........oouu.... - - - - - -

Interests ..o e - - - - - -

Charges for Services - - - - 235436 -

Miscellaneous . ... v - - - - - -

Total ReVENUes .........co.ccvev e 462 487 362,281 37,269 493,682 235436 469,786
EXPENDITURES:
Current;

Mayor and Municipal Assembly............. - - - - - -

General Government ................cccoverennne - - - - 86,258 -

Public Safety..........c.cmannrcmmininens - - - - - -

Public Works.............ooeoeee e, - - - - - -

Culture and Recreation................c......... - - - - - -

Health and Sanitation ............cc.ooeveeernene. - - 26,479 - - -

Public Instruction ..........ccoovoeeeeceece, - - - - - .

Landfill Closure Costs.................coouv.... - - - - - -

Human Services and Welfare 462,467 362,528 - 493 682 - 478,573

Urban Development.................... - - - - - -
Capital QUHaY ..o - - - - 7.091 508
Debt Service:

Principal........c..ooovmriieeei e - - - - - -

Interest and Other Charges - - - - - -

Bond I155ue COStS ... - - - - - -

Total Expenditures.......coovvevvccereveneans 462 467 362,528 26479 493,682 93,349 479081
Excess of Revenues Over (Under)

Expendifures..........cooveieereicor e - (247} 10,780 - 142,087 __(9,295)
OTHER FINANCING SOURCES

{USES):

Proceed of Bonds...........oeeeveeccecivienans - - - - - .

Transfers —In............. - - - - - -

Transfers - Qut - - - - - -

Total Other Financing Scurces

ANAUSES ...ovvervee et - - - - - -

Net Change in Fund Balances............ - {247) 10,790 - 142,087 {9,295)
Fund Balance (Deficits) —~ Beginning,

asRestated...........cocovv e - 247 {5,386) - 141424 -
FUND BALANCES (DEFICITS) -

ENDING $ - § B 5404 § - 0§ 283511 @& 9,295)

See accompanying Notes to Basic Financial Statements.
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GOVERNMENT OF PUERTO Rico

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCE = NON — MAJOR (GOVERNMENTAL
FUNDS — SPECIAL REVENUES - CONTINUE

MUNICIPALITY OF AGUADILLA, PUERTO RICO

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

REVENUES:

Property TaXes ...
Volume of Business Taxes..
Sales and Usage Taxes ...
Federal Grants.....................
intergovemmental..........ccovnieniin
Construction Excise Taxes ......c.ooveeene

Charges for Services ......
Miscellaneous ..o

Tolal REVENUES .......cocovve e ceeeernnsironnens
EXPENDITURES:

Current;
Mayor and Municipal Assembly.............
General Government.......
Public Safety.........ccoooommnmericcicriece
Public Works......ccooeo e
Culture and Recreation...............cccovveee.
Health and Sanitation .........

Public Instruction ............
Landfill Closure Costs......ocoveieecicennes
Human Services and Welfare................
Urban Development...............

Capital CUtay .....co..ecvvrcrreinic i

Debt Service:

Principal ....
Interest and Other Charges
Bond Issue Costs ...

Total Expenditures...........cc.oorveceevinnns

Excess of Revenues Over {Under)

QTHER FINANCING SOURCES
(USES):

Proceed of Bonds ...
Transfers —
Transfers — Qut.......cocovvieerincciiniinnes

Total Other Financing Sources
AN USES oo

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

Fund Balance (Def cﬂs) Beglnnlng,
as Restated...

FUND BALANCES (DEFICITS) -
ENDING

EMERGENCY TotaL
SALES Tax SHELTER Non-Malor
REVENUE SecTion § CDBG GRANT GOVERNMENTAL
Funp Funp Funp FunD Funps
$ - $ - $ - 3 - $ -
2,338,192 - - - 2338192
- 1,333,643 2225794 109,297 5,446,673
- - - - 736,644
- - - - 167
. - - . 1,694,354
- - - - 16,303
2338192 1,333,643 2225794 109,297 10,232 333
905,274 - - - 1,936,646
- - - - 76,843
- - - - 52,962
- - - - 514,388
- 1,370,638 - 126,819 3,340,253
1,315,819 - 1,350,639 933 2,773,950
1,039,915 - - 1,531,135
3,261,008 1,370,638 1,350,639 127,752 10,226,177
{922 816} (36,995) 875,155 (18.455) 6,156
- - 60,095 - 112,317
- - (886.967) - {1,113173)
- - (826,872) - {1,000,856)
{922,816) {36,995) 48,283 {18,455) (994,700)
2,708,848 430.848 238197 55,661 4818200
§ 1,786,032 $ 393853 § 286,480 S 37,206 § 3,824,500

See accompanying Nofes to Basic Financial Statements,




COMBINING BALANCE SHEET -

GOVERNMENT OF PUERTO Rico NON — MAJOR GOVERNMENTAL FUNDS — CAPITAL PROJECTS
MUNICIPALITY OF AGUADILLA, PUERTQ RICO JUNE 30, 2011
CONSTRUCTION & EMERGENCY RaAMEY FOUNTAIN
IMPROVEMENT OF CENTER SKATE PARK MUNICIPAL oF YOUTH
RECREATIONAL CONSTRUCTION PROJECT LIBRARIES PROJECT
Facwimes Funo Funp Funp FunD Funp
ASSETS
Cash and Investments.............c....c.... $ 944,683 $ 558,000 $ 56,791 $ 12,391 $ -
Cash with Fiscal Agent ...................... 2,502,031 - 2,106 37,080 527,095
Receivables:
Property Taxes .......cccocevveerimerrneens - - - - -
Sales and Usage Taxes .. - - - - -
Federal Granis...........cc.cococeviemrinn - - - - -
Due from Other Funds..................... - - - - .
Others Receivables................... - - - - -
Total Assets........ccocnrcvnemvenncenenss $ 3446714 $§ 598,000 $ 58,897 $ 40471 § 527,095
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable.............ccoocovevunnn. $ 5,657 $ - $ 896 $ 21 $ 127/4
Accrued Interest ........oooveeven - - - - -
Due fo Governmental Units ............... - - - - -
Due to Other Funds ...........cc.coviunneee 408,985 - 3,500 - 103,279
Deposits and Bonds ......................... - - - - -
Deferred Revenues:
Volume of Business Taxes.............. - - - - -
Federal Grants..........cccccceevveveurienne - - - - -
Total Liabilities...........cc.ocevvivvcrnnnne. 414,642 - 4,396 21 116,053
Fund Balances:
Restricted...........covvvecerienrierimieee 3,197,073 - - 42827 411,042
Commitied ................... 69,195 598,000 54501 6,623 -
Assigned......ccooooernnne - - - - -
Unassigned (Deficit} (234,196) - - - -
Total Fund Bafances (Deficit) ............ 3032072 508,000 54 501 49450 411,042
TOTAL LIABILITIES AND
FUND BALANCES.........c.ccccouummrene $§ 3446714 $ 598,000 $ 58,807 $ 49 471 $§ 527,095

See accompanying Motes io Basic Financial Statements.
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COMBINING BALANCE SHEET -

(GOVERNMENT OF PUERTO RICO NON — MAJOR GOVERNMENTAL FUNDS — CAPITAL PROJECTS - CONTINUE
MUNICIPALITY OF AGUADILLA, PUERTO RICO JUNE 30, 2011
VEHICLES STREETS AND MUNICIPAL AcTiviTy
AND PROPERTY SIDEWALKS COURTHOUSE CLock TOWER CENTER
ACQUISITION IMPROVEMENT CONSTRUCTION CONSTRUCTION CONSTRUCTION
FunD PROJECTS FUND Funp Funp Funp
ASSETS
Cash and Investments.............coo.... 3 - $ 121324 (3 - $ - $ -
Cash with Fiscal Agent.........c..c.oeee... 18,221 1,256,600 749,529 76,670 225174
Receivables:
Property Taxes ... - - - - -
Sales and Usage Taxes ... - - - . -
Federal Grants...........c..ccccoceriiiennnns - 433,722 - - _
Due from Other Funds.................... - 83,793 - - -
Others Receivables ..., - - - - -
Total ASSets .....ccivvemrrnrrienmrrrassnsans $§ 19221 $ 1,895439 § 749,529 $ 76670 $§ 225174
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable.............ccccooo.vun..e. $ 2,429 $ 285,808 $ 390 $ - $ -

Accrued Interest .........ccoeeviescnenens -
Due to Govemmental Units - -
Due to Cther Funds.................. 7454 1,652,158 7.278 - -
Deposits and Bonds .........ccccoverrnenn. - - - - ;
Deferred Revenues:

Volume of Business Taxes.............. - - - - R

Federal Grants........c..ceocoeeceeeeienee - - - - ;
Total Liabilities.............c.c.cocovreerne.. 9,883 1,937,966 7.668 - -
Fund Balances:
ReStACted....... oo e 9,338 858,654 741,861 76,670 225,174
Committed .........co.ccovevenienrveceeenae - 57,527 - - -
Assigned ..o - - - - .
Unassigned (Deficit) ........ooovecerrcn - (958,708} - - ;
Total Fund Balances {Deficil) ............ 9338 (42,527) 741,861 76.670 225174
TOTAL LIABILITIES AND
FUND BALANCES.........ccconvcerurennee $ 19,221 § 1895439 $ 749520 s 76,670 $ 225174

See accompanying Notes to Basic Financial Statements.
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COMBINING BALANCE SHEET ~

GOVERNMENT OF PUERTO RICO NON - MAJOR GOVERNMENTAL FUNDS — CAPITAL PROJECTS - Contmue
MUNICIPALITY OF AGUADILLA, PUERTO RICO JUNE 30, 2011
COMMERCIAL RoaDs RAMEY SKATE IcE SKATE ARENA
PROPERTY Las CASCADAS CONSTRUCTION PaRK GAZEBD THRD FLOOR
ACQUISITION HoTeL & IMPROVEMENT RENT INCOME REIMBURSEMENT
Funp Funp Funp FunD Funp
ASSETS
Cash and Investments........ 3 - $ - $ 228568 $ 84,922 $ -
Cash with Fiscal Agent 9,397 - 251,640 - -
Receivables;
Sales and Usage Taxes .......coccoeeee. - - - - -
Federal Grants.................. - - R - -
Due from Other Funds...... - - - - -
Others Receivables ... - - - 5500 -
Total Assets $ 9,397 $ - § 480,208 $ 90422 s -
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable ..o $ - $ - $ 13,872 $ 2,308 $ 22,748
Accrued interest ... - - - - -
Due to Govemmental Units - - - - -
Dueto Other Funds ........ccooooeceevvennne - 146,426 - 4,008 -
Deposits and Bonds ..., - - - - -
Deferred Revenues:
Yolume of Business Taxes.................. - - - - -
Federal Grants.........c.cccvcevirvirmerreveennn. - - - - -
Total Liabilities........ccccocovvvee e cererreere - 146,426 13,872 6,407 22746
Fund Balances:
Restricted 9,397 - 468,337 - -
Committed - - - 84015 -
Assigned - - - - -
Unassigned {Deficit} - {146,426) (2,001) - (22.746)
Total Fund Batances (Deficit)............... 9,397 (146 426) 466,336 84,015 {22.746)
TOTAL LIABILITIES AND
FUND BALANCES..........coooeememcnns $ 9,397 $ - $ 480,208 $§ 90422 | S

See accompanying Nofes fo the Basic Financial Staternents.
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COMBINING BALANCE SHEET -

GOVERNMENT OF PUERTO RICO NON — MAJOR GOVERNMENTAL FUNDS — CAPITAL PROJECTS - ConTinue
MUNICIPALITY OF AGUADILLA, PUERTO RICO JUNE 30, 2011
CONVENTION ART ANTHROPOLOGIC ~ CANALIZATION TotaL
Crry HALL ANNEX CENTER CENTER MusEUM “0J0 DE Acua” Non-Mator
ConsTRUCTION  CONSTRUCTION  CONSTRUCTION  CONSTRUCTION RvER GOVERNMENTAL
Funp Funp Funp Funp Funp Funps
ASSETS
Cash and Investments - - % - 8 - % - § 2046679
Cash with Fiscal Agent 1,611,528 3655 4,561 514 3,906 7,280,707
Receivables:
Property Taxes........cocoevcenremnreinin - - - - - -
Sales and Usage Taxes.......ccoveeernne - . - - - _
Federal Grants ... - - - - - 433722
Due from Other Funds ............. - - - - - 83,793
Others Recaivables........ccoo e - - - - - 5,500
Total Assets $ 1611528 § 3655 § 4561 § 514 3906 § 9,850,401
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts Payable ... 5 392,064 - 3 - $§ 46734 § - 5 785700
Accrued Interest............c.ocone - - - - - -
Due to Governmental Units........ - - - - - -
Due to OtherFunds.................... 118,718 - - 59,545 - 2511441
Deposits and Bonds..........ccoocecncreenenn. - - - - .
Deferred Revenues:
Volume of Business Taxes ................ - - - - - -
Federal Grants.........ccovveeernimerecinennes - - - - - -
Total Liabilities ........coooeeere e 510,782 - - 106,279 - 3,297 141
Fund Balances:
Restricted ..o 1,114,246 3,655 4,561 - 3,906 7,166,741
Committed ................. - - - - - 869,861
Assigned..........coooeeen. - - - - - -
Unassigned (Deficit) ... {13.500) - - {105,765} - (1,483,342)
Total Fund Balances (Deficit)................ 1,100,746 3,655 4,561 (105,765) 3,906 6,553,260
TOTAL LIABILITIES AND
FUND BALANCES ....ovvorvuuerssersseneenes $ 1611528 § 3655 & 451 § 514 § 3506 § 9850401

See accompanying Nofes fo the Basic Financial Staterments.






GOVERNMENT OF PUERTO RICO

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

MUNICIPALITY OF AGUADILLA, PUERTO RICO

FUND BALANCE — NON - MAJOR GOVERNMENTAL

FUNDS ~ CAPITAL PROJECTS - ConTnuE

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

REVENUES

Propefty TaXxes ... oo ceenas
Volume of Business Taxes....

Sales and Usage Taxes.........
Federal Grants.........c.c.......
Intergovemmental..........cc..cccocvricninens
Construction Excise Taxes .....cocovvoveovene
INterestS ..o

Charges for Services .....
MiSCEIlANBOUS ......cve e

Total ReVENUES ...c.ooveecierrerees e
EXPENDITURES

Current:
Mayor and Municipal Assembiy ..................
General Govemment... et
PUbBC SafEtY. ..o
Public WOMKS ...
Culture and Recreation..........
Health and Sanitation .........c.coeecoeceveene
Public INSUUCHON ....co oot
Landfill Closure Costs................. )
Human Services and Welfare.....
Urban Development........c.oocooooeeninenn.

Capital Outlay .........ccocvrrveiienicini s

Debt Service:
Prncipal ..o
Interest and Other Charges...
Bond Issue Costs ...

Total Expenditures........c..oererccrecreerenns

Excass of Revenues Over (Under}
EXpenditures. ...,

OTHER FINANCING SOURCES (USES)

Proceed of Bonds
Transfers - ..
Transfers — QUL ..o

Total Other Financing Sources
and USES ..o

Net Change in Fund Balances................
Fund Balance {Deficits) — Beginning,

FUND BALANCES (DEFICITS) - ENDING

VEHICLES STREETS AND MUNICIPAL ACTvITY
AND PROPERTY SIDEWALKS COURTHOUSE CLock TOWER CENTER

ACQUISITION IMPROVEMENT CONSTRUCTION CONSTRUCTION CONSTRUCTION

Funp ProJecTs FunD Funp Funo

$ - $ - - $ - $ -

- 55,000 - - -

- 2,702 - - -

- 57,702 - - -

- 2,568,517 - - -

624 1,065,698 97,009 - -

624 3634215 97,099 - -

(624) (3,576513) {97,099) - -

- 3,305,106 - - -

- 373,084 - - -

- {293.657) - - -

- 3,384 543 - - -

(624) (191,970) (97,009) . -

9.962 149443 838360 76.670 225174

$ 0338 (4250 $§ 741861 §__ 76670 $ 225174

See accompanying Nofes fo Basic Financial Statements.




























GOVERNMENT OF PUERTO RICO

NET ASSETS TREND BY COMPONENT FOR THE LAST NINE FISCAL YEARS

MUNICIPALITY OF AGUADILLA, PUERTO RICO PRIMARY GOVERNMENT
2011 2010 2009 ™ 2006 @ 2007 ® 2006 2005 2004 2003
NET ASSETS:
Invesimentin Capil Assels, NetofRelaed Debt ~ § 113635781 $100,902707  $108,004704  § 99290451  $105675025  § 80151494  § 45180649  § 48,840,015  § 39,024,049
Resticed 20,249,051 20,725,293 23,283,794 25,557,280 17,932,162 18,251,736 42,823,268 30,418,744 14,826,947
Unresticed 5,716,966 8,038,476 1,974,089 7,400,958 6,010,803 5,261,007 1,965,950 5,658,968 2,645,023
TOTAL NET ASSETS $ 130601708  §138666476  $134250.567 §132.246680 §$129617900 §103664327 § 99060867 § 84917727  § $7.396919

Note: The Municipality implemented the GASB Statement 34 on the fiscal year ended June 30, 2003.

(@ Increase in Total Net Assets due 1o recognition of infrastructure, and the construction in progress of new projects.
{t) Decrease in Unrestricted Net Assets due to the recognition of Landfill Closure and Post-Closure Care Costs Liabiity.
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GOVERNMENT OF PUERTO RICO

NET ASSETS TREND BY COMPONENT FOR THE LAST NINE FISCAL YEARS

MUNICIPALITY OF AGUADILLA, PUERTO RIcO GOVERNMENTAL ACTIVITIES
011 2010 2009 ® 2008 ¥ 2007 ¥ 2006 2005 2004 2003
NET ASSETS:
Investmentin Capial Assats, Netof Related Debt ~ $103896,202  $100,013458  § 98,856,486  § 89,487,550  § 05830734  § 70,068,980  § 45180640  § 48840015  § 36,924,949
Resiced 20,249,051 20,725,293 23,283,794 25,557,280 17,932,162 18,251,736 42,823,268 30,418,744 14,826,947
Unreskicted 4479228 7,149,105 1,514,047 5,845,906 5,090,366 3,766,767 1,965,950 5,658,966 2,645,023
TOTAL NET ASSETS $120624.481  $127.86785F  £123.856.307 §120.800736 §118862260 § 02087483 §$. 80960867 § 84017727 § 51306210

Note: The Municipality implemented the GASB Statement 34 on the fiscal year ended June 30, 2003,

s} Increase in Total Net Assets due to recognition of infrastructure, and the construction in progress of new projects.
ol Decrease in Unrestricted Net Assets due to the recognition of Landfill Closure and Post-Closure Care Costs Liability.
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GOVERNMENT OF PUERTO RICO NET ASSETS TREND BY COMPONENT FOR THE LAST SiX FISCAL YEARS
BUSINESS - TYPE ACTIVITIES

MUNICIPALITY OF AGUADILLA, PUERTO RICO

un 2010 2009 2008 a0 2006

AGUADILLA'S  AGUADILLA FRANCHISE AGUADILLA'S AGUADILLA AGUADILLA'S  AGUADILLA AGUADILLA'S AGUADILLA AGUADILLA'S  AGUADILLA  AGUADILLA'S  AGUADILLA
WATERFALLS ICESKATING DMSION  WATERFALLS ICESKATING WATERFALLS ICESKATING WATERFALLS ICESKATING WATERFALLS ICESKATING WATERFALLS ICE SKATING

AQUATIC PARK ARENA FUND “AQUATICPARK  ARENA  AQUATICPARK™ ARENA  AQUATICPARK  ARENA  AQUATICPARK ® ARENA  AQUATIGPARK  ARENA

NET ASSETS;

Invesiment in Capital Assels,

Netof Related Dabt § 331300 §5935921 ¢ 482358 0§ 1830842 $ 6049407 5 3OANAM  $ 619240 § 4052196 § 5750705 § 4080048 B 5755243 % 421743 5 5870801
Unrestricted 897,345 196,562 143831 543657 245114 366,765 93,217 1,445 204 109,768 829119 91,118 14313 81,199

TOTAL NET ASSETS 4210645 § 6132483 § 626180 § 4483490 § 62054 § 410503 § 65607 § 5497480 § 5OR0ATI § 4909167 5846561 § 5624844  § 5952000

Note: The Municipality created the Enterprise Funds for Fiscal Year 2006.
t#) Decrease in Unrestricted Net Assets due to an Operaling Equity Transfer made to the General Fund.
) During this Fiscal Year, the General Fund made a Capital Contribution for the creation of the Franchise Division Fund.
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GOVERNMENT OF PUERTO RICO NET ASSETS’ CHANGE TREND FOR THE LAST NINE FISCAL YEARS
MUNICIPALITY OF AGUADILLA, PUERTO RICO PRIMARY GOVERNMENT

2011 2010 2000 2008 2007 2006 2005 2004 2003

EXPENSES BY FUNCTIONS/PROGRAMS

Mayor and Munidpal Legisiabire § 1263720 § 1353353  § 2243847  § 1504767  § 1549319 § 1455224 § 1572271 § 2568597  § 2612215
General Government 17085192 17319708 17416165 18759422 18433566 17,639,130 18891822 12285179 10,973,910
Public Safety 1,885,212 1,826,605 1,845,635 1,763,964 1,666,842 1,776,161 1,712,209 1,626,191 1,593,075
Public Works 1,472,237 1,697,101 1,821,141 1,858,104 1,874,964 1,800,400 1,858,805 1,679,448 1852132
Culure and Recreafon 3002830 ® 3207428 ™ 3806731 ¥ 3235207 ¥ 3426005 ® 3707508 M 3214866 ¥ 2571398 ™ 1750877 @
Health and Sanition 4,309,372 4,387,430 7517663 © 4,086,193 3,057,262 2,135,284 3,434,882 3,670,056 3,551,255
Pubic Instucion 6,534,940 5,717,719 5,371,819 6,046,261 5,381,175 7,057,884 5,509,806 5,831,190 6,048,666
Hurman Services and Welkare 6,724,421 7,259,936 5,090,704 4,792,506 5,582,451 4,780,771 4,991,988 4,426,804 4,273,982
Urban Development 9165696 M 4421722 13031468 ¥ 4222382 4,826,215 4,905,990 1,897,109 5,274,018 4,075,892
Loss on disposibon of Asset - - 57,393 - 135,122 - - - -
Interest on Long-Term Debt 2,634,339 2,812,231 3,804,201 2,572,880 2,544,588 2,359,767 2,085,212 1,341,702 1,665,337

TOTAL EXPENSES 55067,968 50003233 62006854  ABB11776 48477529 AT618119 44943860 41204583 38,397,341

PROGRAM REVENUES

Charges for Services 4630910 ¥ 3788006 ¥ 3450245 W 3730252 M 3667080 ® 3681746 M 2445212 ™ 14T @ 1701432 W
Operaing Grants and Contrbutons 10019002 12352994 12047401 10428588 10435747 9021342 10655352 11,251,174 11,519,460
Capital Grants and Contibufons 137,956 143,179 108,064 114,567 124,280 280,850 144,868 208,654 186,581
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GOVERNMENT OF PUERTO RICG

FUND BALANCES FOR THE LAST TEN FISCAL YEARS

MUNICIPALITY OF AGUADILLA, PUERTO RICO GOVERNMENTAL ACTIVITIES
2010 2010 P 2000 2008 2007 2006 2005 2004 2003 ¥ 2002
General Fund
Reserved $ 645059 $ 5352209 $ 1,183,645 $ 3,656,857 $ 2,249,745 $ 1,864,064 $ 1,252,968 $ 685048
Unreserved (Defici) 9,854,931 5,130,875 8,409,827 4,630,366 1,706,644 1,884,212 1,638,151 592,824
Restricted $§ 387,953 $ 1,015,996
Commited 1,052,576 481,080
Assigned 553,787 70,755
Unassigned 9,990,275 10,070,584
Total Genaral Fund $ 11,984,591 $ 11,638,415 $ 10,499,990 $10,481,084 $ 9,593,472 § 8,287,223 $ 3,958,380 § 3,748,276 § 2,791,118 $ 1217872
Al Other Governmental Funds
Resarved $36,518,175 $39,363,319 $32,722 895 $ 38,307 420 $37,382,909 $ 29,350,576 $ 24,189,051 $ 6677467
Unreserved (Defcify:
Special Revenue Fund (27,438} (56,517) - - 144,701 103,370 1,335,641
Capital Project Fund (252,785) (146,426} - - -
Restricted $ 27,031,598 $ 27,265,468
Commitied 3,571,354 4114734
Assigned - -
Unassigned (1,970,683 {2,214,248)
Total All Other Govemmental Funds $ 28,632,269 § 29,165,954 $ 6,237,952 $ 39,160,376 $ 32,722,895 $ 38,307 420 $37,382,909 § 290,495,277 $ 24,202 41 $ 8,013,108

@ Implementation of GASB Statement 34 by the Municipality.
®) The Municipality implemented GASB Statement 54, Fund Balance Reporting and Governmental Fund Type Definitions, in fiscal year 2010-2011; and retroactively for fiscal

year 2009-2010.
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GOVERNMENT OF PUERTO RICO CHANGES IN FUND BALANCES FOR THE LAST TEN FISCAL YEARS

MUNICIPALITY OF AGUADILLA, PUERTO RICO GOVERNMENTAL ACTIVITIES
2011 2010 2009 2008 2007 2006 2005 2004 2003 ™ 2002

REVENUES
Praperty Taxes $14395375  $13763011  $12355973  $ 13612115  $12223523  §12257.260 514916518  § 11826181  $10921637 10498622
Volume of Business Taxes 7,272,001 8,335,596 9,486,385 9,490,510 9,132,473 10,016,589 7,557,843 7,393,246 9,275,555 8,470,503
Sales and Usage Taxes 3,044,714 3,870,110 3,360,924 2,611,633 . . . - - -
Federal Granks 11,814,442 12,342,379 12,208,978 10,950,356 11,148,041 10,392,610 10,556,191 14,056,456 10,936,225 10,548,776
Inkergovernmental 12378779 ¥ 7474784 13,764,021 6,825,969 9,641,505 8,470,360 3575404 7,159,352 8,651,764 5451724
Consruction Exdse Taxes 2,320,597 1,737,351 1,523,864 1,824,688 1,853,366 2,632,322 1,382,664 2,002,950 851,182 331,624
Inerest 517,942 565,888 1,268,693 2,407,359 2,269,507 1,432,080 989,435 1,135,891 579,940 1,636,064
Charges for Services 2083887 1,523,788 1,047,589 776,752 591734 413,579 954,235 920642 811,811 737,406
Miscellanecus 816,445 1,004,529 1,248,887 877,000 915,428 1,293,256 475,994 1,576,283 953,635 505,850

Total Revenues 54,644,182 50417 438 56,263,314 49,376,382 47,775,577 46,808,056 40,408,284 43,071,001 40,981,749 38,160,269
EXPENDITURES
Current

Mayor and Municipal Legislalure 1,141,169 1,248,151 2,162,643 1,435,091 1,463,533 1,379,470 1,498,801 2,547 970 2,516,709 2,247 347
General Government 14,938,920 15,382,208 15,399,642 16,734,299 16,449,942 15,253,685 16,553,913 10,721,141 11,184,863 14,450,802
Public Safety 1,744,201 1,721,657 1,759,031 1,700,773 1,574,827 1,604,440 1,633,078 1,528,952 1,510,667 1,382,003
Public Works 1,196,523 1,385,399 1,561,329 1,568,784 1,619,285 1,556,446 1,617,941 1,401,676 1,535,509 1674,518
Healh and Sanitason 3,972,368 4,311,509 1,001,882 3,725,500 2920,164 2,458,784 3,167,894 3,357,537 2,554,144 2515073
Culyrg and Recreation 937 697 887,764 3,822,624 1,043,183 897,258 1,303,340 1127415 2,529441 1,706,833 1,086,552
Public Insructon 6,597,354 5,715,424 5,596,055 8,078,591 5,534,232 6,021,802 5,509,806 5,831,190 5,617,329 5,348,974
Landfil Closura Costs 628,043 1,084,877 - - - - - - -
Human Service and Weltare 6,647,834 7,182,677 5,028,977 473,427 5,504,421 4,727,195 4,942,160 4,376,976 4,663,455 4,834,992
Urban Development 9002172 ¥ 4306118 12,832,305 4,077,698 4,183,085 4,747,862 2,588,779 8,171,020 6,897,238 7,231,839
Capital Cutay 6,548,283 11,852,805 11,517,613 11,918,942 9749437 5,351,016 1,147,440 728,383 551,855 3,498,471
Collecions applied o Property Taxes Advance - - - - - - - - - 5,054,085
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GOVERNMENT OF PUERTO RICO CHANGES IN FUND BALANCES FOR THE LAST TEN FISCAL YEARS

MUNICIPALITY OF AGUADILLA, PUERTO RICO GOVERNMENTAL ACTIMITIES — CONTINUED
2011 2010 2009 2008 2007 2008 2005 2004 2003 ¥ 2002
Debt Service:
Principal Refrment 3,204,377 6,716,564 3467,334 2,902,364 2,642,233 2441,000 2,520,000 1,595,000 3,330,000 1,880,000
Inerest Payment and Oter Charges 2,634,339 2,812,231 3,804,201 2,572,880 2,544,588 2359767 2,065,212 1,341,702 1,665,337 1613473
Bond Issue Cos 28423 28,615 16,208 51,269 ; 35,13 ;
Total Expendiures 59401533 64636090 67060927  S.570.801 55082985 49320042 44372538 44130988 43733930 52618127

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (4,757.351) (14,218,661) {11,686,613) (9,184419) (7,307,408) (2.421,886) (3,964,255) (1,059,987) (2,752,180} (14,437,858)

OTHER FINANGING SOURCES (USES)
Property Taxes Advance - - - - . -

- - - 5,590,175
Bond Issued 5,206,379 8,218,075 7,780,073 16,207,985 1,529,742 6,541,446 12,060,000 7,220,000 18,355,000 -
Transkr-In 2,016,843 6,089,068 5,376,858 2441916 3534896 2,904,757 559,168 1,052,768 3482,346 6,351,354
Transkr-Out (2,653,380) (6,043,59%6) {4,375,836) (2,128,389) {2035,476) {2777972) {559,168) {1,952,768) {3,462,346) (6,011,139
Tofal Oher Financing Sources and Uses 4,569,842 8,263,547 8,781,085 16,524,512 3029132 5,758,231 12,060,000 7220000 18,355,000 £,930,380

SPECIAL ITEM
Proceeds fom Sale - - . - . 919,000 - . 2,189,750

NET CHANGE IN FUND BALANGES $ (187,509) 5 (5955114) § (2.905,518) & 7,327,003  § (4.278,276) § 5255345 § 6095745  § 6460013  $ 17792560  § (7,507,468)

Debt servica as a parcentage of non capltal

expenditures *! 12.70% 2211% 14.82% 13.44% 12.92% 12.35% 11.87% 7.26% 13.08% BE1%

(@ |mplementation of GASB Statement 34 by the Municipality.
® This calculation was made based on Total Expenditures less Debt Service and Capital Outiay Expenditures divided by Total Expenditures.
&) Increases in Urban Development Expense and Intergovernmental Revenue are explained in details in the Management's Discussion and Analysis.
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GOVERNMENT OF PUERTO RICO PROPERTY TAXES RATES
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE LAST TEN FISCAL YEARS
REAL PROPERTY
FISCAL GENERAL DEBT COMMONWEALTH

YEAR PURPOSES SERVICES OF PUERTO RICO DISCOUNT TOTAL

2011 6.00% 1.50% 1.03% 0.20% 8.53%

2010 6.00% 1.50% 1.03% 0.20% 853%

2009 6.00% 1.50% 1.03% 0.20% 8.53%

2608 6.00% 1.50% 1.03% 0.20% 8.53%

2007 6.00% 1.50% 1.03% 0.20% 8.53%

2006 6.00% 1.50% 1.03% 0.20% 8.53%

2005 6.00% 1.50% 1.03% 0.20% 8.53%

2004 6.00% 1.50% 103% 0.20% 8.53%

2003 6.00% 150% 1.03% 0.20% 8.53%

2002 6.00% 1.50% 1.03% 0.20% 8.53%

PERSONAL PROPERTY
FISCAL GENERAL DEBT COMMONWEALTH

YEAR PURPOSES SERVICES OF PUERTO RICO DISCOUNT TOTAL

2011 4.00% 1.50% 1.03% 0.20% 6.53%

2010 4.00% 1.50% 1.03% 0.20% 653%

2009 4.00% 1.50% 1.03% 0.20% 6.53%

2008 4.00% 1.50% 1.03% 0.20% 6.53%

2007 4.00% 1.50% 1.03% 0.20% 6.53%

2006 4.00% 1.50% 1.03% 0.20% 6.53%

2005 4.00% 1.50% 1.03% 0.20% 6.53%

2004 4.00% 1.50% 1.03% 0.20% 6.53%

2003 4.00% 1.50% 1.03% 0.20% 6.53%

2002 4.00% 1.50% 1.03% 0.20% 6.53%
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GOVERNMENT OF PUERTO RIGO PROPERTY TAXES — LARGEST TAX PAYERS

MUNICIPALITY OF AGUADILLA, PUERTO RICO CURRENT YEAR AND NINE YEARS AGO
2011 2002
Percentage Percentage
Total of Total Total of Total

Taxpayer Business Business Business Business
Fomenp Industial $ 109,292,160 0405 N/AYV NIAV
Luan invesiment 37,794,320 0.140 N/AV NIAV
Lifescan Products, LLC 33,257,640 0.123 N/AV NIAY
Sensormaic Elecyonic, Corp 23,084,410 0.086 N/AV NIAY
CFSE 14,737,840 0.055 NIAY N/AV
Aguadila Shopping Center 13,411,230 0.050 NIAY N/AV
MUNEK] Associales 12,816,800 0.048 N/AV N/AV
Almacenes Pilusa, Inc 7,801,010 0.029 N/AV N/AV
Hospital Comunitario Buen Samariano 5,837,290 0.022 NIAV N/AV
Ramey Resort, inc 4,274,960 0.016 N/AV NIAV

Ten largest axpayers 262,307,660 0.973

All oher taxpayers 7,393,603 0.027

Total assessed vatuaton-all explayers $ 269,701,263 1.000

Note: Information for the Fiscal Year 2002 was not avaifabie.
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GOVERNMENT OF PUERTO RICO
MUNICIPALITY OF AGUADILLA, PUERTO RICO

PROPERTY TAXES LEVIED AND COLLECTIONS
FOR THE LAST TEN FISCAL YEARS

COLLECTED WITHIN THE
FISCAL YEAR OF THE LEVY COLLECTIONS TOTAL COLLECTIONS TO DATE
TAX LEVIED IN
FISCAL FOR THE PERCENTAGE SUBSEQUENT PERCENTAGE

YEAR FISCAL YEAR AMOUNT OF LEVY YEARS AMOUNT OF LEVY
2011 $ 15,645,205 $ 14,773,406 94.43% - $ 14,773,406 94.43%
2010 15,106,409 14,415,455 95.43% 773,232 15,188,687 100.54%
2009 15,435,522 14,702,014 95.25% 254,698 14,956,712 96.90%
2008 14,703,927 14,228,893 96.77% 154,090 14,382,983 97.82%
2007 13,734,824 12,318,562 89.69% 769,887 13,088,449 95,29%
2006 14,408,482 12,902,919 89.55% 565,486 13,468,405 93.48%
2005 14,243,801 13,601,173 95.49% 545,659 14,146,832 99.32%
2004 12,788,535 11,391,023 89.07% 435,158 11,826,181 92.47%
2003 12,902,853 10,921,637 84.65% 428,529 11,350,166 87.97%
2002 11,817,634 10,498,622 88.84% 405,562 10,904,184 92.27%

SOURCE: Department of Finance, Municipality of Aguadilta.
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(GOVERNMENT OF PUERTO RICO VOLUME OF BUSINESS TAXPAYERS BY INCOME LEVEL
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE LAST TEN FISCAL YEARS
2011
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
{IN THOUSANDS) OF FILERS OF TOTAL (IN THOUSANDS) OF TOTAL
$5- $1,000 1,720 96.90% 141,553 4.94%
$1.000 - $100,000 52 2.93% 529,915 18.48%
Over $100,000 3 0.17% 2195616 76.58%
1,775 100% $ 2,867,084 100%
2010
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
(IN THOUSANDS) OF FILERS OF TOTAL (IN THOUSANDS) OF TOTAL
35- $1,000 1,563 96.18% 118,870 4.23%
$1,000 - $100,000 59 3.63% 530,148 18.88%
Over $100,000 3 0.18% 2,159,015 76.89%
1,625 100% $ 2,808,033 100%
2009
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
(IN THOUSANDS) OF FILERS OF TOTAL (IN THOUSANDS) OF TOTAL
$5- §1,000 1,458 94 86% 118,870 4.23%
$1,000- $100,000 75 4.38% 530,148 18.88%
Over $100,000 4 0.26% 2,159,015 76.89%
1,537 100% $ 2,808,033 100%
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GOVERNMENT OF PUERTO RICO

MUNICIPALITY OF AGUADILLA, PUERTO RICO

VOLUME OF BUSINESS TAXPAYERS BY INCOME LEVEL
FOR THE LAST TEN FISCAL YEARS — CONTINUED

2008
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
(IN THOUSANDS) OF FILERS OF TOTAL {IN THOUSANDS) OF TOTAL
$5- $1.000 1.3 95.82% 98,456 3.93%
$1.000 - $100,000 57 4.03% 231,738 9.25%
Over §100,000 2 0.14% 2,173,759 86.81%
1,413 100% $ 2,503,953 100%
2007
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
(IN THOUSANDS) OF FILERS OF TOTAL (IN THOUSANDS) OF TOTAL
$5- $1,000 1,458 97.46% 105,774 4.63%
$1,000 - $100,000 36 241% 193,251 B.46%
Over $100,000 2 0.13% 1,984,780 B6.91%
1,496 100% $ 2,283,805 100%
2006
INCOME NUMBER PERCENTAGE TOTAL INCOME PERCENTAGE
(IN THOUSANDS) OF FILERS OF TOTAL {IN THOUSANDS) OF TOTAL
$5- §1,600 1,544 94.72% 98,456 390%
$1.000 - $100,000 84 5.15% 231,738 9.18%
Over §100,000 2 0.12% 2,195,487 86.93%
1,630 100% $ 2,525,681 100%
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(GOVERNMENT OF PUERTO RICO DEBT RATIOS
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE LAST TEN FISCAL YEARS - CONTINUED

OUTSTANDING DEBT RATIO - PER CAPITA

TOTAL OUTSTANDING
FISCAL OUTSTANDING DEBT
YEAR DEBT PER CAPITA ' RATIO
2011 $ 82,123,670 60,949 $ 1,347 42
2010 79,859,291 67,745 1,178.82
2009 78,177,216 67,491 1,158.34
2008 73,715,143 67,181 1,097.26
2007 60,108,158 67,167 894.91
2006 60,995,446 66,926 911.39
2005 57,170,000 69,920 817.65
2004 45,855,000 66,363 690.97
2003 40,880,000 63,605 642.72
2002 27,475,000 65,644 418.55

Note: Detail regarding the Municipality outstanding debt can be found in Note 11 of the Basic Financial Statements.
Note 1: Per Capita data can be found in the Schedule of Demographic and Economic Statistics.
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GOVERNMENT OF PUERTO RICO

MUNICIPALITY OF AGUADILLA, PUERTO RICO

DEBT RATIOS

FORTHE LAST TEN FISCAL YEARS - CONTINUED

OUTSTANDING DEBT RATIO - PER PROPERTY TAX ASSESSED VALUE

TOTAL OUTSTANDING
FISCAL OUTSTANDING NET ASSESSED DEBT
YEAR DEBT VALUE RATIO
2011 $ 82123670  $ 269,701,263 30.45%
2010 79,859,291 207,296,980 38.52%
2009 78,177,216 165,893,574 47.12%
2008 73,715,143 165,893,574 44 44%
2007 60,108,158 154,325,730 38.95%
2006 60,995,446 157,003,503 38.85%
2005 57,170,000 150,638,214 37.95%
2004 45,855,000 152,612,685 30.05%
2003 40,880,000 147,371,720 27.74%
2002 27,475,000 142,564,741 19.27%

Note: Detail regarding the Municipality outstanding debt can be found in Note 11 of the Basic Financial Statements.

Note 1: Net Assessed Value amounts can be found in the Assessed Value of Property Taxes Tables.
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RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR

GOVERNMENT OF PUERTO RICO (GENERAL BONDED DEBT TO TOTAL GENERAL GOVERNMENTAL EXPENDITURES
MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE LAST TEN FiSCAL YEARS
PERCENTAGE OF
TOTAL DEBT SERVICETO
INTEREST TOTAL GENERAL TOTAL GENERAL
FISCAL AND FISCAL DEBT GOVERNMENTAL GOVERNMENTAL
YEAR PRINCIPAL CHARGES SERVICE EXPENDITURES EXPENDITURES
2011 1,865,000 1,879,173 3,744173 26,096,888 14.35%
2010 2,475,000 1,782,747 4,257,747 27,278,859 15.61%
2009 2,260,000 2,644 379 4,904,379 27,460,267 17.86%
2008 1,825,000 1,642,131 3,467,131 29,126,672 11.90%
2007 1,595,000 1,558,753 3,153,753 29,125,072 10.83%
2006 1,500,000 1,476,931 2,976,931 25,870,304 11.51%
2005 1,775,000 1,543,582 3,318,582 24,692,725 13.44%
2004 1,320,000 1,135,450 2,455,450 23,704,670 10.36%
2003 1,160,000 984,531 2,144 531 22,735,270 9.43%
2002 1,275,000 1,078,748 2,353,748 28,688,186 8.20%

Source: Department of Finance of the Municipality.
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(GOVERNMENT OF PUERTO RICO RATIOS OF GENERAL BONDED DEBT QUTSTANDING

MUNICIPALITY OF AGUADILLA, PUERTO RICO FOR THE LAST TEN FISCAL YEARS
PERCENTAGE
OF NET ASSESSED

GENERAL PERCENTAGE VALUE BONDED

FISCAL NET ASSESSED OBLIGATION OF PERSONAL OF TAXABLE DEBT PER

YEAR POPULATION * VALUE ' BONDS INCOME * PROPERTY CAPITA
2011 60949 $ 269701263  $ 48485000 3.79% 17.98% $ 795.50
2010 67.745 207,296,980 48,700,000 4.48% 23.49% 718.87
2009 67,491 165,893,574 45,135,000 4.74% 27.21% 668.76
2008 67,181 165,893,574 43,660,000 5.23% 26.32% 649.89
2007 67,167 154,325,730 29,705,000 4.06% 19.25% 44226
2006 66,926 157,003,503 29,790,446 4.24% 18.97% 44513
2005 69,920 150,638,214 29,850.000 6.84% 19.82% 426.92
2004 66,363 152,612,685 23,115,000 6.21% 15.15% 34831
2003 63,605 147,371,720 22,775,000 6.71% 15.45% 358.07
2002 65,644 142,564,741 2,705,000 0.89% 1.90% 44.21

Source: Department of Finance of the Municipality.
Note 1: Net Assessed Value amounts can be found in the Assessed Value of Properly Taxes Tables.

Note 2: Population and Personal Income data can be found in the Schedule of Demographic and Economic Statistics.
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