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INDEPENDENT AUOITOR'S REPORT

To the Honorable Mayo. and
Muni.ipal Ledslative Body

Municipality of Aguas Buenas
Aguas Buenas, Puerto Riao

We have audited the financial statements of the governmental activities, each major funds, and the
aggregate remaining fund informat;on of the Municipality of Aguas Buenas, puerto Rico as of and for
the year ended June 30, 2012 which collectively comprise the basic financial statements as listed in the
table of contents. These financial statements are the responsibirity of the Municipalitrs management.
our responsibility is to express an opinion on these financial statements based on our audit. we did not
audit the financial statements Espiritu santo project. Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it rerates to the amounts incruded for
Espiritu Santo Project, is based solely on the report ofthe other auditors.

we conducted our audit in accordance with auditinB standards Eenerally accepted in the united states
of America and the standards applicable to financial audits contained in the Governmental Audit
standards, issued by the comptroller Generalof the united state. Those standards require thatwe plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant est,mates made by management, as well as evaluating the overall
financial statement presentation. we believe that our audit provides a reasonable basis for our
opinions.

ln our opinion, based on our audit and the repori ofother auditors, the finan€ial statements referred to
above present fairly, in all material respects, the respective financial position of the govehmental
activities, each major fund, and the a8gregate remaining fund information of the Municipality ot Aguas
Euenas, Puerto Rico as of rune 30, 2012, and the respective chan8es in financial position for the fiscal
year then ended in conformity with accountin8 principles generally accepted in the united states of
America.



INDEPENDENT AUDITOR S REPORT (CONTINUED):

ln accordance with Governmental Auditing Standards, we have also issued our report dated February 5,
2013, on our consideration of the Municipality of Aguas Buenas, puerto Rico, internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose ofthat report is to des€ribethe scope
of our testing of internal contror over financiar reporting and comprian€e and the resurts of that testing,
and not to provide an opinion on internar contror over financiar reporting or on compriance. That repon
is an integral part of an audit performed in accordance with Governmentar Auditing standards and
should be considered in assessingthe results of our audit.

Our audit was conducted for the purpose of formin8 opinions on the financial statements that
collectively comprise the Municipality's basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposed of additional analysis as required by U.S.
office of Management and Budget circurar A-r33, Audits of states, Local Governments, and non-profit
organizations, and is also not a required part ofthe basic financial statements. such informataon is the
responsibility of management and was derived form and relates directly to the underlying accounting
and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying account,ng
and other records used to prepare the financial statements or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the united
sates of America rn my opinion, i5 fairly presented in all material respects in relation to the general
purpose financial statements taken as a whole.

Accounting principles generally accepted in the United States ofAmerica require that the management,s
discussion and analysis and budgetary comparison information on pages 3 through 12 and 43 through
45 be presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financlal statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditin8 standards Benerally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparingthe information for consistency with mana8ement,s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with suffcient evidence to express an
opinion or provide any assurance,

February 5, 2013
Aguas Buenas, Puerto Rico

License No. 1339
Expire December 1, 2013

The stamp No. E/O870 ofthe puerto Rico Society
ofCertified Public Accountants was affixed to the
original of this report.
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MUNICIPAI.ITY OF AGUAS BUENAS
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aNDANALYSTS

This discussion and analysis of the Municipality of Aguas Buenas (Municipaljty) financial performance provides
an overview of the Municipality's financial activities for the fiscal year ended on lune 30, 2012. The
Management Discussion and Analysis (MD&A) should be read in conjunction with the accompanying basic
financial statements and the accompanying notes to those financial statements. The discussion and analysis
includes comparative data for prior year as this information is available for the fiscal year ended on June 30,
2011. This MD&A is prepared in order to comply with such pronouncement and, among other purposes, to
provide the financial statements users with the following major information:

1. a broader basis in focusing important issues;

2. acknowledgement of an overview of the Municipality's fina ncia I activities;

3. provide for an evaluation of its financial condition as of the end of the indicated flscal year, compared
with prior year results;

4. identifi€ation of uses offunds in the financing ofthe Municipality's variety of activities andj

5. assess management's ability to handle budgetary functions.

FINANCIAL HIGHLIGHTS

The following comments about the financial condition and results of operations as reflected in the financial
statements prepared for fiscal year 2012 deseNe special mention:

1. Total assets of the Municipality amounted to 533,427,971, which represents an increase of 6%

compared to prior fiscal year.

2. At the end of fis€al year 2012, total liabilities amounted to 515,158,358. Out of said amount,
S12,351,078 corresponded to long-term liabilities of which S9,013,000 represented the outstanding
balance of bonds and notes issued. Ihe Municipality continued to meet all debt service requirements,
most of which was paid from self generated revenues.

3. Total net assets ofthe Municipality amounted to 518,269,553 which represents an increase of4% if
compared to prior fiscal year.

Total revenues available for the financing of adivities as reflected in the Statement of Activities
amounted to 515,899,241 derived from the following sources: 5370,180 charges for services;

52,306,323 from operating grants and contributionsj S1,481,697 from capital grants and contributions
obtained from other sources, and 511,741,041 from general revenues available.

Total expenses incurred to afford the cost of all f{inctions and programs as reflected in the Statement
of Activities amounted to S15,161,259.

4.

5.



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALIW OFAGUAS BU€NAS
MANAGEMENTS DISCUSSION AND ANATYSIS

YEAR ENDEOIUNE 30,2012

FtNANCtAL HtGHt-tGHTS (CONTTNUED)

6.

7.

As reflected ,n the statement of Activities, the current fiscal year operations contributed to an increase
in the Net Assets figure by 5737,982.

As of the close of the current fiscal year, the Municipality's Governmental Funds reported combined
ending fund balances of S6,082,452.

8. As the end of the current fiscal year, the Municipality,s general fund deficit amounted to 5473,362
compared to the deficit of51,164,993 in the prior fisca I yea r.

9. The actualGeneral Fund budgetary activities resulted in an unfavorable balance of5241,075.

FUNDAMENTALS OF FINAiICIAL STATEMENTS PRESENTATION

The approach used in the presentation of the financial statements of the Municiparity is based on a
government-wide view of such statements as well as a presentation of individual funds behavior during fiscal
year 2012. The combination ofthese two perspectives provide the user the opportunity to address significant
questions concernin8 the content of said financial statements, and provide the basis for a comparable analysis
of future years performance. The comparative analysis is a meaningful and useful management tool for
municipal mana8ement in the decision making process.

L,nder the aforementioned approach, assets and liabilities are reco8nized using the accrual basis ofaccounting
which is similarto the method used by most private enterprises. This means that current year,s revenues and
expenses are accounted for regardless ofwhen cash is received or paid.

FINANCIAI. STATEMENTS COMPONENTS

The basic financial statements consist of the government wide financial statements, the major funds financial
statements and the notes to the financial statements which provide details, disclosure and description of the
most important items included in said statements.

The statement of Net Assets reflects information of the Municipality as a whole of a consolidated basis and
provades relevant information about its financial strength as reflected at the end of the fiscal year. such
financial level is measlred as the difference between total assets and liabilities, with the difference between
both items reported as net assets. tt is important to note that although municipalities as Eovernmental public
entities were not created to operate under a profit motive framework, the return on assets performance plays
an important role in their financial operations. The higher the increments achieved in net revenues, the higher
the capacity to increase the net assets figure either thru additionar bo.rowings or thru internaly generited
funds. This in turn willbenefit the welfare ofthe Municipality ofAguas Buenas constituents.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS
MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED .lUNE 30,2012

FtNANCtAt- STATEMENTS COMpONENTS (CONTTNUEO)

The Statement ofActivities is focused on both gross and net cost ofthe various activities ofthe Municipality. lt
presents information which shows the changes in the Municipaliby's net assets at the most recent flscal year.
Based on the use of the accrual basis of accounting, changes are reported as soon as the underlying event
occurs, re8ardless of the timing of the related cash flows. LJnder said approach, revenues and expenses are
reported in the Statement of Activities based on the theory that it will result in cash flows to be reali2ed in
future periods.

A brief review of the Statements of Activities of the Municipality at lune 30, 2012, shows total expenses
incurred to afford the cost of all functions and programs amounted to S1S,1G1,259. Upon examining the
sources of revenues for the financing of said programs, the Statement reflects that 54,15g,200 was derived
from the following sources: 5370,180 chaGes for servicesj S2,306,323 from operating grants and
contributions; and 5r,4aL697 from capital grants and contributions obtained from other sources. General
revenues for the year amounted to 511,741,047_ When such figure is added to the 54,159,200 previously
mentioned, total revenues available for the financinB of activities amounted to S15,899,241. There was an
excess of revenues over expenses in the amount of 5737,982 which contributed with an increase to the figure
of net assets attained at the end ofthe fiscalyear.

The Fund Financial statement is another important component of the Municipality's financial statements. A
fund is a grouping of related accounts that are used to maintain accountability and controls over economic
resources of the Municipality that have been segregated for specific activities. The Municipal fund tvpe of
accounting is used to demonstrate compliance with related le8al requirements. lnformation offered thru this
statement is limited to the Municipality most significant funds and is particularly related to the local
Sovernment only, instead of the government as a whole. Government funds are used to account for
essentially the same functions as those reported as governmental activities. The funds are reported using an
accountiog method known as modified accrual accountinB which measures cash and all other financial assets
that can be readily converted into cash.

The fund statement approach Sives the user a short term view of the Municipality's government operations
and the basic services it provides. since the focus oJ government funds is narrowe. than that of the financial
statements as a whole, it also helps the user with comparable information presented in the governmental
activities report. Bydoingso, readers ofthe basic financial statements may understand better the long-term
effect of the Municipality's short-term financial decisions.

INFRASTRUCTURE ASSETS

Historically, a significant group of infrastructure assets (such as roads, bridges, traffic signals, underground
pipes not associated with utilities, etc.) have not been recognized nor depreciated in the accounting reco.ds of
the Municipality. GA5B 34 requires that such type of assets be inventoried, valued and reported under the
Sovernmental column of the Government,Wide Statement.

5



COMMONWEAI.III OF PUERTO RICO
MUNICIPAUTY OF AGUAS BUENAS

MANAGEMENTS DISCUSSION AND ANALYSIS
YEAR ENDEOJUNE 30, 2012

TNFRASTRUCTURE ASSETS (CONnNUEO)

According to the requirements of GASB 34, the government must elect to either (a) depreciate the
aforementiohed assets over their estimated useful life or (b) deverop a system of asset management designedto maintain the servjce delivery to near perpetuity. lf the government develops the asset manage;ent
system, (the modified approach) which periodically (at least every three years), by category measures and
demonstrate its maintenance of locally established levels of service standaads, the government may record its
cost of maintenance in lieu of depreciation. rn this particular respect, the Municip;lity has elected the use of
recognizing depreciation under the useful life method and it contemplates to continue this treatment on said
basis.

FINANCIAI. ANALYSIS OF THE MUNICIPALITYAS A WHOI.E

Net Asets

The statement of Net Assets serves as an indicator of the Municiparivs financiar position at the end of the
fiscal year. rn the case of the Municiparity of Aguas Buenas, primary Eovernment assets exceeded totar
liabilities by 518,269,553 at the end of 2012, compared to S L7,53t,572, at the end of the previous year, as
showed in the followlng condensed Statement of NetAssets ofthe primary Government.

conderd statenEnt of Ner Asets chang€

507,116

L4a9,600

Cutrent and other 6sets

Curient and oth€. tiabiUti€s

lnvesled ifl capital assets, net of retated debt

70.6!1,,447

22,8!6,4A4
10,104,331

2L,326,A64

33,427,971 31,431,195 1,996,716 6%

4,036,566

14,121,792
2,42A,CA4

t!,47L,619
1,608,562 66%

Q49,A27) 3%

15,158,358

78,@7,A77

4,9!3,725
(4,6s2,049)

13,499,623 1,254,735 9%

L7,798,L97

4,O79,476

(3,746,1O1)

ao9,6ao 5%

834.249 20%

(905,94a) -24%

$ 18,269,553 $ 17,531,572 737,9a2
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COMMONWEALTH OF PUERTO RICO

MU ICIPAUTY OFAGUAS BUENAS

MANAGEMEMT'S DISCUSSION ANO ANALYSIS

YEAR ENDEDJUNE 30,2012

F|I{ANC|AL A ALyStS OF THE MU tCtpALIry AS A WHOLE (CONTTNUED)

Net Assets (Continued)

35,O@,0OO

3qom,mo
25,O@,(rcO

20,O(n,OOO

Itooo,om
1o,ooo,mo

5,O@,0@

.l2012

Approximately 30 percent ofthe Municipality's total revenue came from taxes, while 63 per.ent resulted from
grants and contributions, including federal aid. Charges for Services provide 2 percent ofthe total revenues.
The Municipality's expenses cover a range of services, The largest expenses were tor public work and
sanitation (31%), Beneral administration (27%), and educational and recreational (11%). As follow, is
presented a comparative analysis of govern menta l-wide data. With this analysis, the readers have comparative
information with the percentage o, change in revenues and expenses faom prioryearto current year.



COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUEIIAS

MANAGEMENT'S DISCUSSION AND ANAI.YSIS
YEAR ENDED.'UNE 30, 2012

FTNANC|A| ANAIyStS OFTHE MUNtCtpat-tTy AsA wHOt-E (CONTTNUED)

Net Assets (Continued)

Condensed Statement o, Activites
Program revenues:

Chargesforservices

opelating grants and contributions
Capital grants and contributions

Generalrevenues:

Propeny taxes

Municipal license tax
I\, unicipa I sa les and use tax
Grants and entitlements

Otherlocaltaxes
lnterest and investment eamings
Other

Totalrevenues

Expenses:

General administration

Publicsafety

Public wofts and sanitation
Health and welfare

Culture and tourist developm e nt
Econom ic developrn ent
Family and social development
Planning

Education, culture and recreational

Housingand Urban Development

lnterest

Totalexpenses

Change in net assets

Net assets

Net assets, end of )ear

15.499,247 15,415,O37

20L2 2077 Change

$ 370,180
2,306,323
7,481-,697

2,586,943
7 78,904

1,206,601
6,230,795

327,A43

420,000

385,067
2,575,793
1343,707

2,1a9,756
775,345

L,277,126
6,062,7 40

307,82A
222,355
475,320

o4,aa7l
(2O9,47 O)

97,990

397,1a7

3,559
(10,52s)

168,O55

20,o75
27,600

4,680

444,204

t4%)

l8v"t
7%

18%

l7%)
3yo

L2%

avd

3%

4,773,a28
607,222

4,737,70L
L,625,062

190,483
2a2367
477,464

1,810,738

490,105
372,489

3,925,310
670,040

5,343,945
7,520,a79

262,473
305,234
779,364

L,775,O80
4453a7
333,472

24A,57A 6%
(68,818) l]!16n)

1646,a44) (72%)

104,183 7yo

(71,990) l27yo)

e2,a67) 17".4)

98,500 73%

35.658 2%

4,778 l%
39,017 L2a/a

15,161,259 75,44L,7A4 1279,925)

764,729

126,1-41)

(2v")

2A%

4V"

737p42

77,537,517

(26,747)

17,557 ,7 !9
$ 18,269,553 $ 17,531,571 737,9a2
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MANAGEMEI{IS DISCUSSION AI{O ANALYSIS
YEAR ENDED JUNT 30, 2OT2

Fr{ANC|AL ANAtyStS OF THE MUN|OpAlny ASA WHOLE (CONTTNUED)

Net Assets (Continued)

Revenues 2012

:.n

r CharSes for services

aOperating grants and

E Capitalgrants and contributions

I Municipal sal6 and us€ tar

I Granis and entitl€ments

I Other local taies

I lnterest and investment €arninSs

! Municipai license tax

Expenses 2012 I Ge neral administration

A Public safety

s Publicworks and sanitation

I Cultur€ and tourist

a Health and w€lfare

Y Economic development

u tducation and recr€ational

u Housins and Urban

Y ht€r€ston long-t€rm d€bt

3% 2%



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENOEDJUNE 30,2012

FINANCIAI. ANALYSIS OF THE MUNICIPALTTY'S INDIVIDUAL FUNDS

Governmental Funds

The focus of the Municiparity's governmentar funds is to provide information on near-tern infrows, outfrows,
and balances of spendable resources. Such information ls useful in assessing the Municipality,s financing
requirenents. ln particular, unreserved fund balance may serve as a useful measure of a government,s net
resources available for spending at the end of the fiscalyear.

As ofthe end of the current fiscalyear, the Municipality's governmentar funds reported combined ending fund
balances of 56,082,452, a decrease of5277,880 in comparison with the prioryear.

within the governmentar funds, it is incruded the generar fund which is the chief operating fund of the
Municipality. As oflune 30, 2012, the Municipality,s Beneral fund defjcit amounted to S1,638,355.

GENERAI, FUNO BUDGfiARY HIGHLIGHTS

over the course of the year, the Municiparity councir revised the Municiparity's budget in order to incrude
increases in revenues that were identified during the course ofthe fiscal year based on current developments
that positively affected the Municipalihy's finances. lncreases in budgeted expenditures were also made since
the law mandates a balanced budget.

The actual General Fund budgetary activities resulted in an unfavorable balance of s241,075 caused mainly
due to unexpected variances in revenue and expendltures,

CAPITAL ASSETS AND OEBT ADMINISTRATION

Capital Assets

The Municipaliqy's investment in capital assets as of June 30, 2012, amounts to 539,418,397 with an
accumulated depreciation of s16,601,933 (includinE depreciation charges for the year totaled s7,102,229),
leaving a net book value of 522,876,464. This investment in capitar assets incrudes rand, constrlction in
progress, buildings, improvements, equipmen! infrastructure, furnishing, computers and vehicles.
lnfrastructure assets are items that are normally immovable and of value only to the state, such as roads,
brid8es, streets and sidewalks, drainage systems, lighting systems, and similar items.

The Municipality finances a significant portion of its construction activities through bond or notes issuances.
The proceeds from bond and notes issuances designated for construction activities are committed in its
entirety for such purposes and cannot be used for any other purposes. As oflune 30, 2012, the Municipality
has 54,853,547 of unexpended proceeds mainly from bonds and notes issuances that are coftmitted to future
construction activities,

I(]



COMMONWEAI,TH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

MANAGEMENTS DISCUSSION AND ANAI,YSIS
YEAR ENDEDIUNE 30,2012

CAPITAL ASSETS AND OEBT AOMINISTRATION (CONNNUED)

Oebt Administration

The Puerto Rico tegislature has established a limitation for the issuance of general obligation municipal bonds
ahd notes for the payment of which the good faith, c.edit and taxing p;wer of each municipaljty may be
pledged.

The applicable law also requires that. in order for a Municipality to be able to issue additional general
obligation bonds and notes, such Municipality must have sufficient,,payment capacity,. Act No.64 provides
that a Muhicipality has sulficient "payment capacity" to incur additional general obligation debt if the deposits
in such municipality's Redemption Fund and the annuar amounts colected with respect to such Municipariqy's
Special Additional Tax (as defined below), as projected by GDB, will be sufficient to service to maturity the
Municipality's outstanding generar obrigation debt and the additionar proposed generar obrigation debt
("Payment Capacihy'').

The Municipality is required under applicable law to levy the Special Additional Tax in such amounts as shall be
required for the payment of its general obligation municipal bonds and notes. tn addition, principal of and
interest on all general obligation municipar bonds and notes and on all municipar notes issued in anticipation
of the issuance of generar obri8ation bonds issued by the Muni€iparity constitute a first rien on the
Municipality's Basic Tax revenues.

Accordingly, the Municipality's Basic Tax revenues wourd be avaitabre to make debt service payments on
generar obrigation municipar bonds and notes to the extent that the speciar Additionar rax revied by the
Municipality, to8ether with moneys on deposit in the Municiparivs Redemption Fund, are not sufficient to
cover such debt service. rt has never been necessary to apply Basi€ Taxes to pay debt service on general
obligation debt of the Municipality.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality relies primarily on property and municipal taxes as well as federal and state grants to carry
out the governmental activities. Historicarry, property and municipar taxes have been very predictabre. Federar
state grant revenues may vary if new grants are avairabre but the revenue arso is very predictabre. Those
factors were considered when preparing the Municipality,s budget for the fiscal year 2012_2013.

FINAI. COMMENTS

The Municipality is an autonomous Sovernmental entity whose powers and authority vested on its Executive
and Legislative Branches are specifically established in the Municipal Autonomous Act approved in August
1991. By virtue of such powers, it provides a wide range of services to its constituents which incrudes, among
others, public works, education, public safety, public housing, health, community development, recreationl
waste disposal, welfare and others. The Municiparity's principar sources of revenue; are derived from property
taxes, municipal license taxes, subsidies from the Commonwealth of puerto Rico,s.

General Fund and contributions from the Traditionar and Erectronic tottery sponsored by said Government.

ll



COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

MANAGEMENTS DISCUSSION ANO ANAI.YSIS
YEAR ENDED JUNE :IO, 2012

FINAL COMMENTS (CONTINUED}

The Municiparity's management is committed to a continued improvement in the confection of a bud8et that
will response to the needs of the public and private sectors in accordance with its permissible revenues levels.
It further contemplates to maintain or improve,ts current levels of Net Assets as indicative of a strong financial
position which has been identified as one ofthe main short and rong-term objectives ofthe Municiparity.

FINANCIAI CONTACT

The Municlpality's financiar statements are designed to present users (citizens, taxpayer, customers, investors
and creditors) with a generar overview of the Municiparity's finan€es and to demonstrate the Municiparity,s
accountability. lf you have questions about the report or need additional financial information, contact the
Municipality's Chief Financial Olficer.

12



COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

STAIEMEMI OF NEI ASSEI5

As OTJUNE 30,2012

PRIMARY GOVERNMEI{T

ASSETS

Cash and cash equivalents
Cash with fiscalagent
Account receivable:

Other agencjes
Propertytax
sale tax
Municipaltax

Other assets

Capitalassets, net

Total Assets

LIABITITES AND NET ASSETS

Liabilities:

Accounts payable and accrued
expenses

Deferred revenue
Due to other agencies
Long-term debt:

Due within one year
Due in more than one year

Total liabilities

Net Assets:

lnvested in capitalassets, net of
related debt
Restricted for:

Debt service
Replacements and others
Capital proiect and others

lJnrestrided

Total Net Assets

GOVERiIMENTAL

ACTIVITIES

5 2,s69,721
4,965,430

903,826
t,7ts,999

110,880

2,682

22.399.189

32,667,727

BUSINESS-

IYPE

ACTIVITIES

s306,240

36,569

477.275

760.184

I9IA!
s 2,87s,96L

4,965,430

903,825
7,715,999

110,880
2,642

36,559

22.At6.464

33,427,9t1

2,027,497
734,399
453A4

1,229,2A6
11,121.192

15.158.358

18,001,817

2,136,269
22s,301

2,s52,7ss
(4,652.049)

516269153

2,005,581
734,399

45,3U

!,176,660
10.743.816

74,706,840

18,oo7,877

2,136,259

2,552,755

{i4,735.4L41

51z96oi8z

20,916

225,301

83.365

s308-666

52,626
377,976

451,518

The accompanyin8 notes are an integral part ofthese financial statements.
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PROGRAM REVENUE

- ,r"r,onronor*ou.o* ExpENsEs 
t:ift',::3".""$lFr$f,", ;#i#h, *##It?

- Governmentalactivitiesi
Generat administration S (4,173,828) S 1,363 S 636,767 S (3,53s,698)
Public safety 601,222) 68,017 G::,zOii- Education and recreationat (1,810,738) 30,288 4at,:,31 1t,ZS8,lZOi
Public works and sanitation 4,737,101,) 5I,481,,697 iZ;ZSS,lOtj
Health and welfare lL,E2S,O62l 1,119,809 Isoq ?<il- Culture and tourist development {190,483) i;,;;;i
Economic development (282,361) 

e82,367)
Family and social development 1877,86/l g7: ,a64)- Housing and Urban Development {151,864) (151,864)lnterest 1372,4a9) B:/2,4Bg)

- Iotal sovernmental activities (14.823.013) 31,651 2.306,323 L.481,6g7 ltt,O}3,347)

Business type,activities:
- Housing (308,367) 338,529 30,162lnterest 129,s74) eg.874)
_ Business type - activities iB3A,241_) ?3a52g 2aB

COMMONWEAI,TH OF PUERTO RICO
MUNICIPAUTY OFAGUAS BUENAS

STATEME TOFAqrMTtEs
FoR THE YEAR ENDEoIUNE 30,2012

s115t61259) s370J80 52106123 S1tsL697 Sltloo3-osg)

{Continue)

Total

The accompanying notes are an integralpart ofthese financial statements,
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPAUTY OF AGUAS BUENAS
STATEMEm Or AcrvmEs (CoNn[uED]

FoR THE YEAR EIDEDjUNE 30,2012

GOVERNMENTAT

ACTIVITIES

S(11.003.347)Net (expense)/revenue

Generalrevenue:
Taxes:

Propertytaxes
Municipaltax
Sale tax
Construction excise tax

Grants and entitlements
Rent

lnterest
Other

TotalSeneral revenues

Changes in net assets

Net assets at beginning

Net assets at end

2,5A6,943

778,904
7,206,607

327,A43
6,230,795

729,247

249,283
290.153

11.740.369

737,022

17.223,a65

s 17,960i87

BUSINESS-WPE

ACTIVITIES

s 288

672

672

950

301,706

s30&655

rcu!

S(r.1.oo3.os9)

2,586,943
174,904

1,206,601
327,U3

6,230,795
t29,247
249,955
290,753

17.74L,Ml

J37,982

L7.531.571

s_1826953

The accompanyin8 notes are an integral part ofthese financialstatemehts.
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COMMONWEAI,TH OF PUERTO RICO
MUNICIPAI.IW OF AGUAS BUENAS

8a[a cE sHEEr

GovERNMENTAI FuNDs

As OF JUNE 30,2012

ASSETS:

Cashi

Cash in bank
Cash with fiscalagent

Receivables:

Sale tax
Due for others governm ental agencies
Due from other funds
Other

Totalassets

Liabilities:
Accounts payable and accrued expenses
Deferred revenues
Due to otherfund
Due to other agencies

Total liabilities

Fund balances:
Restricted for:

Debt seNice
Capital project
Other purpose

Unassigned

Total fund balances

Total liabilities and fu.d batance

s2t46,269 Si.130.692

358,846

GENERAL

rule

$ 232,766
12,306

132a,515
74,950

264,O45

68,600
2.642

n 983t64

7,541.153
7,A29,6a2

200,000
45.384

DEBT

SEEYIIE

51,722,a55

347,4a4
35,930

LOAI{

s4.145.000

s3,130,692

OTHER

GOVERNMENTAI.

ruu!

s2,336,9ss
99,577

TOTA!
GOVERNMEI{TAI

rulD!

5 2,s69,721
4,96s,430

1,715,999
110,880
903,826
268,600

2.642

s10,5]7J38

I,417,126
2,323,s76

268,600

4,454.6a6

639,781
200,000

s3276313

269,973
135,048
68,600

3.622.219 3Sa.A46

7,747,423
3,130,692

(1.638.3ss)

{1,638.355) 1.787,423 3.130,692

s1l8].E64 s2146269 S3J30692

413.521

1,901,886
900,806

2.ao2.692

s1,276313

7,141,423
5,032,578

900,806
(1.638.355)

6.OA2.452

Stol3?-1iE

The accompanyin8 notes are an integral part ofthese financialstatements.
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COMMONWEALII{ OF PUERTO RICO
MUNICIPALIry OF AGUAS BUENAS

REcoitctUAIoN OF THE GovERrlMENTAt FuNDs
gala cE SHEEI To THE SfarEMENr OF NEr Assm

ASOFJU E 30,2012

Fund balances in Bovernmental funds

Amouhts rcpottedfot governmentol octivities in the Stotement of Net Assets ote
difJercnt because:

Capital assets used in governmental activities are not financial resources and
therefore are not reported rn the funds

Deferred propertytax revenue in governmental funds financial statements
whereas recorded as revenue in the governmentalactivities

Long-term liabilities and accrual expenses are not due and payable in the
current period and therefore are not reported in the governmental funds:

Bonds and notes payable

Compensated absences
Estimated liability for landfill post-closure costs
Accrued interest
Amount due to CRtM

Net dssets ol govenmentdl octivities

The accompanyjng notes are an integral part ofthese financial statements.

s6,082,452

22,399,7a9

7,549,177

{9,013,000)
l'1,377,560)
(1,350,0O0)

(189,4ss)

{169.916)

5xt60i87

t7



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF AGUAS BUENAS

STATEMENT OF REvEiluEs, ExpE DruREs
AND CHANGES IN FUND BALANCE.GOVERNMENTAL FUNDS

FoR THE YEAR ENoED JUNE 30,2012

DEST
GEITEML sERVICE LOAI{
Egls &!p! s4.14s.000

OTHER TOTAL
GOVERNMENTAL GOVERNMENIAT

!!!!! tg!p!

Propertytaxes
Municipaltaxes
Sale tax
Excisetaxes

Grants and entitlements
Rental income
lnterest
Other

Expenditures:
General administration
Public safety
Educatlon and recreational
Public works and sanitation
Health and welfare
Culture and tourist development
Econolh ic development
Family and social development
Planning and Urban development
Debt service:

Principal

lnterest

Total expenditu res

Ercess (de{i.iency) of revenue ove. expendttu.es

Other tinancinS sources {uses):
Operating transfer in
Operating transfer out
Proceed from loan

5 7,624,7A6
714,904
843,645

327,443
6,191,606

729,247

244,624

$ s34,627

362,956

S 2,159,413

178,904
1,206,601

327,U3
10,011,217

129,247
249,243
322,404

1,5.124,972

3,992,4a6
544,451

1,542,446
6,659,881
1,598,966

744,271
24O,019

803,233
151,a64

470,Ot)O

352.225

16,627.852

11.s02.880)

555,702
(5s5,702)

1.22s,000

1.22s.OOO

53,a19,67!

659

10.407.059 898,242

3,622,247
548,451

834,541
4,4s9,531

332,016
1aa,27t
zao,o29
661,537
151,334

s 810,141

3,819.671

370,239

747,899
1,390,209
1,266,9s0

141,696
530

470,OOO

352.225

11.071.963 a22.225

(670.9041 76,017

376,622 179,080
(179,080) (200,6s9)

810.141

(810.141)

3.917,s23

/.97.8s2)

{175,963)
1.225.000

1.049.037Tota I other financing sources tg7.S42 127,579)

Ercess of rcvenues and other financing source
over {under) eryenditures .nd otherfinan.ing

i473,3621 s4438

Fund balance at beginning of year ( 1.164.993) 1.732.985

rund batance at end of year , SlfjtEl55) 51287.423

The accompanying not es ate an i^te.r,rat panf;#1f,}jlnciat statements.

4/*|t
l8

(810,141)

3.940.833

s3130,692

951,185

1.851.507

,n02-692

1277,a8O)

6.350.332

5 6-082J52



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF AGUAS SUENAS
REcoNcrlraroN Or THE STATEMENTOF RrvENUas, ExpENDrruREs

ANo CHANGES lN FUND BaLANCES OF GoVERNMENTAL

FUIIDS TO THE SIATEMENT OF AcTMnEs
FORTHE YEAR ENDEDJUNE 30, 2012

- Change in accrued expenses which does not require the use ofcurrent financial
resources:
Accrued interest

- Compensating absences
Amount due to CRIM

Deferred property tax

Net change in fund balances - total govehmental funds 5 \277,880)

- Amounts rcpoied Jor Govemmentol Aclivities in the Stdtement of Activities orc
differcnt becouse:

- Governmental funds report capital outlays as expenditures. However, in the statement of
activities and changes in net assets, the cost ofthose assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount of

- capital assets recorded in the current period. 2,579,422
Governmentalfunds report proceed from general long-term debt as otherflnancial

sources whereas the proceed increase the long-term debt in the statements of net
_ assets. (1,225,000)

Governmentalfunds report principal payments on long-term debts as expenditures,
whereas the principal payments reduce the long-term debt in the statement of net
assets. 470,000

12o,2641
(180,589)

7,538

427,530

Depreciation expense on capital assets is reported in the statement of activities, but it
does not require the use ofcurrent financial resources. Therefore, depreciation
expense is not reported as expenditure in governmental funds. (1.043.735)

Chonges in Net Assets of Govemfientol Aclivities S 1!j022

The accompanying notes are an integral part ofthese financialstatements.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

STATEMEIIT oF F[\taNctAL postTtoit - pRopRtEraRy FUND

JuN830,2012

A5sETs

Current Assets:
Cash

Other current assets

Property and Equipment

Restricted deposits

Other Assets

[rABrLrrEs AND NEr AisETs

Liabilities:
Current liabilities:

Current maturities of mortgage note
Accounts payable and accrued expenses

Long term-debt, net ofcurrent maturities

Net assets
lnvestment in net assets, net affiliated debt
Uninvestment

Total liabilities and net assets

PRoPRIEIARY FUND

EsPtRtru SaNTo PRolEcr

5 80,939

8.588
89,527

477,275

225,301

28,081

s760rri4

5 s2,626

73,542

377.976
451.518

'L3,327)
321.993
308,666

s760J&l

The accompanying notes are an integral part ofthese financial statements.
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COMMONWEALIH OF PUERTO RICO

MUNICIPALIW OF AGUAS BUENAS

STATEMENT OF AcnVrnES - PROPRIETARY FUND

YEAR ENOED IUNE 30,2012

Revenues:

Rent
Financial

Totalrevenues

Expenses:
Administrative
utilities
OperatinB Maintenance

Taxes and insurance

Depreciation
lnterest

Total Expenses

Change in net assets

Project net assets, beginning ofyear

Net assets, end of year

PROPRIETARY FUND

ESPIRITU SAIIIO PRO.IECI

5338,529
612

339.201

t76,7L2

93,033

33,494
58,494
29.47 4

338.241

960

307.706

s30&665

The accompanyinS notes are an inte8ral part ofthese financial statements'
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COMMONWEALTH OF PU€RTO RICO

MUNICIPALITY OF AGUAS BUENAS

SIATEMEiIT OF CA5H FIOWS . PROPRIETASY FUNDS

FOiTHE YEAR ENOEO JU E30,2012

Cash flow f.om operaiing activities:
Cash received from rentals
lnterest received

Administrative
Utilities
salaries and wages

OperatinB and maintenance
Property and liability insurance

lnterest on mortgage
Management fees

Net.ash provided by operating adivities

Cash flow from invesiing activities:
Purchase ofequiPment
Deductions from reserve for replacements and interest

Net.ash used by investing adivities

Cash flows from financing activities:

Mortgage principal Payments

Net cash used byfinanaing activities

Net increase in aash

Cash at beginning ofthe Yea.

Cash at endingofthe Year

PRoPRIEIAiY FUND

ESPIRMJ SANTO PROJECT

5342,34s
672

343,017

25,574
12,988

722,585
50,890

5,353

30,198
26,100

273.624
69.389

ltz,4o7)
12.315],

IL4.7a2)

(48.s93)

148.s93)

6,074

7 4.925

s_10p39
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS

STATEMENTOf CasH FLows- PRoPRIETaRY FUNDS {CoNTlN uEo)

FoR THE YEAR ENDED luNE 30,2012

Reconciliation ofchanSe in net assets to net cash provided by operating activities:

PROPRIETARY FUI'{O

ESPIRITU SANTO PROJECT

Cash flow from operating activities:

change in net assets s 960

Adiustments to reconaile change in
net assets to net cash provided by
operatint activities:

Depreciation 58,494
(lncrease) decrease in:

Tenants accounts receivable 924

Account receivable (nel) 2,892

lnc.ease (decrease) in:
Accounts payable 5,217

Accrued vacations and bonus 7,226

lnterest on mortgage |324|,

Total adjustments 6a 429

Net cash provided by operatint activities 569189

The accompanying notes are an integral part ofthese financialstatements
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF AGUAS BUENAS

NOTES TO THE FINANCIAI STATEMEUIS

JUNE 30,2012

1. ORGANIZATION

The Municipality of Aguas Buena's (the Municipality) is a political and legal entity with full legislative and

administrative faculties in every affair of municipal character, with perpetual succession, existence and

legal personality separate and independent from the Eovernmental of the Commonwealth of Puerto

Rico.

The municipal government is comprised of the executive and legislative bodies, which are elected every

four years in the Puerto Rico Seneral eledions. The executive power is exercised by the Mayor and the

legislative power by the Municipal Legislative Body, which has fourteen members.

The Municipality provides the following services to its community: health, public works, education,

public safety, housin8, community and social services, welfare, culture and recreation, as well as many

other general and administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accoLrnting and reporting policies of the Municipality relating to the funds included in the

accompanying basic financial statements conform to accounting principles generally accepted in the

United States of America applicable to state and local Eovernments Generally accepted accounting

principles for local governments include those principles prescribed by the Governmental Accounting

Standards Board (GASB), the American lnstitute of Certified Public Accountants in the publication

entitled@andbytheFinancialAccountin85tandardsBoard
(when applicable). The more siSnificant policies ofthe Municipality are described below.

Reportin8 entity

A reportinB entity consists of the primary Sovernment, component units, and other organizations that
are included to ensure that financial statements are not misleadinS. The primary government of the
Municipality consists of all funds and departments that are not legally separate from the Municipality

For the Municipality of Aguas Buenas, Puefto Rico, these include various services such as police

protection, recreation (including parks), street maintenance and repair, sanitation, and general

administrative services. The operation of each of these activities is directly controlled by Municipality's

Legislative Bodythrough the budgetary process.

Component units are legaily separate organizations for which the Municipality is financially accountable

The Municipaliw has no component units.

Government wide and fund financial statements

Basic financial statements include both governments_wide and fund financial statements.

2.
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2.

COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF AGUAS BUENAS

NoTEs To THE FtNANctAr STaiEMENTS (CoNIINUED)

JUNE 30,2012

SUMMARY OF STGNTFTCANT ACCOUNTTNG POUCTES (CONTTNUED)

Government wide statements

The government-wide financial statements (consists of the statement of net assets and the statement of
activities) these statements report information on all the activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities which normally are supported mainly by taxes and
intergovernmental revenues are reported separately from business-type activities, which rely to a

significant extent on fees and charges for support. Likewise, the primary government is reported
separately from certain legally separate component units for which the primary government is financially
accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segments are offset by pro8ram revenues. Dircct expenses are those that are clearly identifiable with a

specific function or segment. Program revenues include a) charges to customers or applicants who
purchase, use, or directly benefit from goods, seryices, or privileges provided by a given function or
segment and b) Brants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Program-specific capital and operating grant and contributions consist of transactions that are either
mandatory or voluntary nonexchange transactions with other govemments, organizations, or individuals
that restrict the resources for use in a particular program. Capital grants and contributions consast of
capital assets or resources that are restrided for capital purposes - to purchase, construct or renovate
capital assets associated with a specific program. OperatinB Brants and contributions consist of
resources that are required to be used to finance the costs of operating a specific program or can be

used either for operating or capital purposes of a specific program. Restricted capital and operating
grants and contributions are program revenues because they are specifically attributable to a program
are reducing the net expense of that program to the Municipality. They are reported net of estimated
uncollectible amounts.

Fund flnancial statements

The fund financial statements segregate transactions related to certain functions or activities in separate
funds in order to aid finan€ial management and to demonstrate le8al compl;ance. These statements
present each major fund as a separate column on the fund financial statements; all non-major funds are
aggregated and presented in a single column.

The Municipality reports the following major governmental funds:

A) General Fund

This is the operating fund of the Municipality and accounts for all financial resources, except those
required to be accounted for in another fund.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF AGUAS BUENAS
NoTEs To TBE FrNAr{ctat STATEMENTS (CoIINUED]

JUNE 30,2012

2. SUMMARY OF STGNTFTCANT ACCOUNTTNG POUCTES (CONTTNUEO)

B) oebit service fund

This flnd accounts for resources accumulated and payments made for principal and interest on long-
term generalobligation debt of governme nta I fu nds.

c) Loan 54,145,000

This fund accounts for proceed and disbursement from a general obligation for capital projects.

Measurement focus, basis of aaaounting and fi nancial statement presentation

The government-wide flnancial statement of Net Assets and the Statement of Activities, both
government and business like activities, are presented using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at
the time the liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

The governmental fund financial statements are presented using the current financial resources
measurement focus and the modified accrual basis of accountinE. Revenues are recognized as soon as
they are both measurable and available. Under this method revenues are considered to be available
when they are collectible within the cu.rent period or soon enoueh thereafter to pay liabilities of the
current period. For this purpose/ the government considers revenues to be available ifthey are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, except for debt service, compensated absences and claims and judgments
expenditures which are reported when payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been reco8nized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is

considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received bythe government.

Private sector standards of accounting and financial reporting issued prior to December 1, 1989
generally are followed in the government-wide financial statements to the extent that those standards
do not conflict with or contradict guidance of the Governmental A€counting Standards Board.
Governments also have the option of following subsequent private-sector guidance for their business-
type activities and enterprise funds, subject to this same limitation. The government has elected not to
follow subsequent private sector guidance.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS
NOTES TO THE FINANCIAL STATEMEMTS (CONNNUED)

JUNE 30,2012

2. SUMMARY OF STGNtF|CANT ACCOUNTTNG pot-tctES (CONTINUED)

Measurement focus, basis ol acaounting and finanaial statement p.esentation (continued)

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
statements. Amounts reported as program revenues include 1) charges to customers or applicants for
goods, services, or privileges provided,2) operatinE grants and contributions, and 3) capital grants and
contributions, including special assessments. lnternally dedicated resources are reported as general
revenues ratherthan as program revenues. Likewjse, general revenues include alltaxes.

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

Proprietary fund financial statements include a statement of net assets, a statement of revenues,
expenses and changes in fund nets, and statements of cash flows for the proprietary fund which include
a low income housing project know as Espiritu Santo Project.

The Municipality has elected to not apply all statements and interpretation issued by FASB after
November 30, 1989.

Proprietary funds are accounted for using the "economic resources" measurement focus and the accrual
basis of accounting. Accordingly, all assets and liabilities (whether clrrent of noncurrent) are include on
the statement of net assets. The statement of revenues, expenses and change in fund net assets present
increases (revenues) and decrease {expenses) in total net assets. lJnder the accrual basis of accounting,
revenues are recognized in the period in which they are earned while expenses are recognized in the
period in which the liabiliW is incurred.

Operating revenues in the proprietary fund are those revenues that are generated from the primary
operating of the fund. All other revenues are reported as non-operating revenues. Operating expenses
are those expenses that are essential to the primary operations of the fund. All other expenses are
reported as non-operating expenses.

Cash, cash equivalents, cash with fiscalagent and investment

The Mlnicipality's finance director is responsible for investin8 available resources. The Municipaljty is
restricted by law to invest only in savin8s accounts and certificates of deposit with banks qualified as a
depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of the
Government Development Bank for Puerto Rico (GDB). The Municipality's policy is to invest any excess
cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these funds are
recorded in the corresponding fund as interest income.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF AGUAS EUENAS
NoTEs To THt FtNAI{ctaL STATEMEttTS (coMnNUED)

JuNE30,2012

2, SUMMARY OF StGNtFtCANT ACCOUNTTNG pouctES (CONTTNUED)

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes
issued for the acquisition and construction of major capital improvements. Cash with fiscal agent in the
debt service fund represents special additional property tax collections retained by the Municipal
Revenue Collection Center (CRIM) and restricted for the payment of the Municipality's debt service, as
established by law.

Purs{rant to the Statement of lnvestment Guidelines for the Government of the Commonwealth of
Puerto Rico the balances deposited in commercial banks by the Municipality are insured by the Federal
Deposit lnsurance Corporation (FDIC) generally up to a maximum of S250,000 per depositor. tn addition,
public funds deposited in commercial banks by the Municipality are fully collateralized. All securities
pledged as collateral are held by agents designated by the Commonwealth's Secretary of Treasury but
not in the Municipality's name. Deposits with GDB are uninsured and uncollateralized. However, no
losses related to defaults by GDB on deposit transactions have been incurred by the Municipality
through June 30, 2012.

The Municipality considers all investments with an ori8inal maturity of three months or less to be cash
equivalents.

lnterfund reaeivables and payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either due to/from other funds (i.e., the current portion of
interfund loans) or advances tofrom other funds (i.e., the non-current portion of interfund loans).
lnterfunds receivables and payables between funds within the governmental activities are eliminated in
the statement of net assets.

Capital assets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally
immovable and ofvalue only to the Municipality, such as roads, bridges, streets sidewalks, and drainaBe
system). are reported in the government-wide financial statements.

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date donated. Additions, improvements
and other capital outlays that significantly extend the useful life of an asset are capitalired. Other costs
incurred for repairs and maintenance are expensed as incurred. When historical cost is not available it is
estimated usinB historic sales ofthe yearofthe acquisition ofthe related capitalassets.

Depreciation in capital assets is calculated on the straight-line basis over the following estimated useful
lives:

lnfrastructure
BuildinB
lmprovementto land

Machinery and equipment
Computer and printer

50 years

40 years

25 years

10 years

3 years

15 years
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2. SUMMARY OF STGNtFtCANT ACCOUNTTNG pot-tCtES {CONTTNUED)

RiskfinancinB

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. lnsurance
pollcies are negotiated by the Puerto Rico Treasury Department and costs are allocated among all the
municipalities of Puerto Rico. Cost of insurance allocated to the Municipality and deducted from the
gross property tax collections by the Municipal Revenue collection center (the ,,cRtM,,) for the year
ended iune 30, 2012 amounted to approximately S70,155. The current insurance poljcies have not been
cancelled or terminated. The CRIM also deducted approximately 5183,411 for workers compensation
insurance covering all municipal employees.

Compensated absenaes

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 50 days. Unpaid
vacation time accumulated is fully vested to the employees from the first day of work_ Employees
accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days. ln the event of
employee resignation, the employee is paid for accumulated vacations days up to the maximum allowed.

Separation from employment prior to use of all or part of the sick leave terminates all rights for
compensation, except for employees with ten years or more ofservice who are entitled to sick leave pay
up to the maximum allowed.

Employees' maximum allowed vacations and vested sick benefits are accounted for in the Statement of
Net Assets.

Fund Balance

During the year, the Municipality adopted the provisions of GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions (GASB 54), which enhanced the usefulness of fund
balance information by providing clearer fund balance classifications that can be more consistently
applied. This statement establishes fund balance classifications that comprise a hierarchy based
primarily on the extent to which the Authority is bound to observe constraints imposed upon the use of
tesources reported in governmental funds.

Pursuant to the provisions of GASB 54, the fund balances amounts are reported as nonspendable
restrided, committed, assigned and unassigned, based on the relative strength of the constraints that
control how speciflc amounts can be spent, as described follows:

a Nonspendable - Represent resources that cannot be spent readily with cash or are legally or
contradually required not to be spent, including but not limited to inventoriet prepaid items,
long-term balances of loans and notes receivable.

)9
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2. SUMMARY OF StGNtF|CANT ACCOUNTTNG pOLtCtES (CONTTNUED)

, Restrided - Represent resources that can be spent only for the specific purposes stipulated by
constitutional provisions, external resource providers (externally imposed by creditors or
grantors), or through enabling legislation {that is, legislation that creates a new revenue sources
and restrict its use). Effectively, restrictions may be changed or lifted only with the consent of
resource providers.

Committed - Represent resources used for specific purposes, imposed by formal action of the
entity's highest level of decision makinB authority (governing body through resolutions) and can
only becharged bysimilar resolutions, no laterthan the end ofthe fiscalyear.

Assipned - Represent resources intended to be used by the entity for specific purposes but do
not meet the criteria to be classified as restricted or committed (generally resolutions approved
by the governing body). lntent can be expressed by the governing body, or by and official or
body to which the governing body delegates aothority in conformity with the bylaws of the
Authority. ln governmental funds other than the general fund, assigned fund balance represents
the remaining amount that is not restricted or committed.

lJnassiqned - Represent the residual classification for the entity's general fund and includes all
spendable amounts not contained in the other classifications. ln other funds, the unassigned
classification is lsed only to report a deficit balance resulting from overspendinS for specific
purpose for which amounts had been restricted, committed, or assigned.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenditures/expenses during
the reporting period. Actual results coLild differfrom those estimates.

3. PROPERTYTAX

The personal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15 of
each year with the Municipal Revenue Collector Center (the CRtM), a governmental entity created by the
Commonwealth of Puerto Rico. Real property tax is assessed by the CRIM on each piece of real state
and on each building.

The assessment is made as of.lanuary 1 of each year and is based on current values for personal
property and on estimated value as of 1957 for real property tax. The tax on personal property must be
paid in full together with the return by May 15. The tax on real property may be paid in two installments
byluly l and January 1.
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3. PROPERTYTAX(CONTINUED)

The CRIM is responsible for the billin8 and collections of real and personal property taxes on behalf of all
the municipalities of Puerto Rico. Before the beginning of each fiscal year, the CRIM informs the
Municipality of the estimated amount of property tax expected to be collected for the ensuing fiscal
year. Throughout the yeat the CRIM advances funds to the Municipality based on the initial estimated
colledions. The CRIM is required by law to prepare a settlement statement on a fiscalyear basis, where
by a comparison is made between the amounts advanced to the Municipality and amounts actually
collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than three months after fiscal year-
end, and a final settlement made not later than six months after year-end. lf the CRIM remits to the
Municipality property tax advances, which are less than the tax actually collected, a receivable from the
CRIM is recorded at June 30. However, if advances exceed the amount actually collected by the CRIM, a

liability to the CRIM is recorded at.lune 30.

Residential real property occupied by its owner is exempt by law from the payment of property taxes on
the first S15,000 ofthe assessed value. Forsuch exempt amounts, the puerto Rico Treasury Department
assumes payment ofthe basic tax to the Municipalities, except for property assessed at less than 53,500
for which no payment is made. As part of taw No. 83 of August 30, 1991, as amended, the exempt
amount to be paid by Puerto Rico Treasury Department to the Municipalities was frozen as oflanuary 1,
1992. ln addition, the law grants a tax exception from the payment of personal property taxes of up to
550,000 ofthe assessed value to retailers having annual net sales of less than 515O,OOO.

The annual rate for fiscal yeat 2Ol2 is 8.78% lor real property and 6.78% for personal property of which
1.03% of both tax rates are for the redemption of public debt issued by the Commonwealth of puerto

Rico. The remaining percentage is distributed as follows: (a) 6.0% and 4_O%, respectively, represent the
Municipality's basic property tax rate, which is appropriated for general purposes and accounted for in
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 lottery and subsidy from the
Commonwealth of Puerto Rico. From such fund, a distribution is made to all municipalities; (b) 1.75%
represents the special ad valo.em tax restricted for debt service and accounted for in the debt service
fund. - The Commonwealth contributes an annualtax rate of 0.2% ofthe property tax collected and the
remaining rate is imposed to the taxpayer.

On lanuary 26, 2000, Public Law, as amended, was enacted which authorized the CRIM to obtain a loan
up to S2O0 million, and for a term not exceeding 30 years, to allow for the financing of the debt that the
municipalities of Puerto Rico have with the CRIM arising from final settlements of property tax advances
versus adual collections throu8h fiscal year 2000-2001. The amount that the municipaljties will collect
from the additional property taxes resulting from the increase in the subsidy from the central
government to the municipalities was assi8ned through this law to repay such loan. The increase in this
subsidy was the result of the Public Law 238, enacted on August 15, 1999. As of.tune 30, 2012, the
amount due to CRIM amounting to S159,916 is presented as other long-term debt (see Note 9).
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3. PROPERTY TAX (CONTTNUED)

Total property tax receivable, net ofan allowance for uncollectible accounts of 55,709,379, amounted to
51,715,999 at lune 30, 2012. The composition of property taxes receivable and the related deferred
revenues is a follows at lune 30, 2012:

General
Fund

5a,073,237

s1l28lt5

5tzt0t31

s2,471,487
2.O24.003

s 18?-484

5 15&846

ito,484,724
8.76a.725

slJ15p99

5 1189;111

Debt seruice
Fund Total

Gross property taxes receivable
Less allowance for uncollectible accounts

Net property taxes receivable

Deferred (unavailable property)
tax revenues in GFFS

4. VOI.UME OF BUSINESSTAX

The municipal license tax is levied annually based on the volume of business of certain businesses and
industrial or8anizations that operate in the Municipality. The tax rates are 1.50% for financing
institutions and .50% for the other business institutions. The taxpayers must file a return not later than
April 15 of every year and the tax is payable in two installments, due in luly 1 and January 1 of the
following fiscal year. The amount levied could be paid with a five percent (5%) discount if payment is
made on or before the filing date. The Municipality levied and collected durjng the year ended lune 30,
2072, 5546,542 corresponding to the following fiscal year volume of business tax_ This amount was
recorded as deferred revenue, and is presented as a liability in the accompanyingfjnancialstatements.

SALE TAX

Pursuant to an amendment to Puerto Rico lnternal Revenue Code, Act 117 of luly 4, 2006, the Municipal
Legislature approved the Ordinance 6, Series 2006-2007 to established a city tax contribution, effective
November 1, 2006, to 1.5% over all transactions of sales of goods and services made on Aguas Buena.s
boundaries. AccordinB to the Ordinance, these new resources will be principally used in the following
activities: repairs and improvements of Municipal roads, infrastructure and sport facilities, construction
of curbs and sidewalk, purchases of heavy equipment.

Municipality of Aguas Buenas, Puerto Rico contracted a service organization to manage the imposition
and collect;on ofthe sales tax.

Pursuant to the provisions of the Law Number 80 of July, 29,2OOj and effective August 1, 2007, the
citizenship contribution was uniformly established in 1.5%, for all the municipalities in puerto Rico, of
which 1% will be collected by the municipalities and the remaining .S% wi be collected by the Treasury
Department of the Commonwealth of puerto Rico. A portion of those funds will be deposited in the
Puerto Rico Governmental Development Bank, as a redemption fund, for financin8 capital projects to the
municipalities.

5.
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6. GRANTS AND ENTITLEMENTS REVENUE

- Grants and entitlements revenue consists of contributions received from certain quasi-public
corporations of the commonwealth of puerto Rico, such as the puerto Rico Aqueduct and sewer
Authority and the Puerto Rico Electric Power Authority. Also, the Municipality receives some subsidies

- from the Commonwealth of Puerto Rico which include, among others, a subsidy for general operatjons
and for the financing of capital improvements. The intergovernmental revenues are recorded in the
General fund, except for those that are legally restricted for expenditure for specified purposes which

- are recorded in other governmental funds.

7. DEFERRED REVENUE

- Defer|."d revenue consists of the followin8s:

Municipal license tax collected in the fiscal year
2012-2013 corresponding to the following fisca I yea r 5 546,542

Portion ofgrants received for which qualifying expenditures
have not been incurred. 135,048

Other receivable not available in cu.rent fiscalyear 52,809

Property tax deferred for governmental fund flnancial
statement and recurred as income in the governmental
wide financial statements. _1Lgg;Lzz

523?3l,5

8. RESTRICTED DEPOSIT

- Restricted cash in the business-type activities consists of:

Tenant security deposits 5 9,2j2
'- Reserve for replacement 21.6,029

s225101

Under the regulatory agreement, Project is required to set aside amounts for the replacement of
property and other Project expenditures approved by HUD. HUD - Restricted Deposits are held in

- separate accounts and Eenerally are not available for operating purposes.

Tenant's Security Deposit and its accumulated interest are held in a separate bank savings account in
_ the name of the Project, in compliance with USDA-RD and HIJD requirements. Any amounts not

returned to the tenant due to lease violations are transferred tothe Project's general operating account.
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9. CAPITAL ASSETS

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

Primary covernment

GovemInental activities:
Capital assets, notbeinSdepreciated:

Land

Construction in progress

Capital assets being d€preciated:

Buildings, park and courts
Machinery and equipment
Automobiles

Total capital assets being depreciated

Less accumulated depreciation for:

Buildings, parks and courts
Machinery and equipment

Total

Total depreEiable capital assets, net

Governmental activities capital assets net

Busin€ss-type activities:
Capital assets net beingdepreciated:

Land

Capital assets being dep.eciatedl
Building and improvemenls
Equipment

Less aEcumulated d€preciation:
Euildine and improvements and

Totaldepre€iablecapital assets, net

Buslness ectivities capltal assets, net

Ealance

June 30, 2011 lncreases Decreas€s
Balance

June 30. 2012

s 2,117,377

1.155.166

3.272.543

2,543,546
22,A96,392

3,610,366

2,319,639

31.369.983

1222,954l,
(9,66s,s08)
(1,79s,403)
(2.095.1s9)

113.779.0241

17.590.959

S 1.836.625

1.836.625

328,333

671,863
22.553

1.022.749

{s9,220}
{s68,s3s)
130&20s)
1101.17s)

t1.043.735)

120.986)

1.815,639

5t279.9s2)

1279.9s2|

5 2,117,377

2.717,439

2,477,919
22,896,392
4,2a2,229
2.342.192

32.392.732

12a2,174)
(10,234,043)

(2,103,608)
(2,202.934)

Iu.a22.7sgl

71.569-973

(279.9s2) 22.399.1a9

50.700s0.700

1,967,554
165.788

2,133,342

(1.720.680)

472.662

453.362

S21126f64

34

27.275

27,275

1s8.494)

(31.219)

131.2191

SlJ84r!2O

{14,858) 2,145,749

11.779.174)

366.57s

417.275

s22.816i64

r,967,554
{14.868) 178.195

{14.868)

{14.868)

s1294820)
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9. CAPTTAL ASSETS (CONTTNUED)

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

General administration
Public safety
Education and recreation
Public works and sanitation
Health and welfare
Economic development
Planning and urban development
Housing

Total depreciation expense

5L043J35

10. LONG-TERM OEETS

Long-term liability activity for the year ended June 30, 2012 was as follows:

P maryGove.nment Beginning Ending Due within
Governmental activities: EgEllg Additions Reductions Balance one yeal

Bonds and notes S 8,258,000 51,225,000 S(47o,oOO) S 9,O13,ooo S 370,000

Governmental Business-Type
Activities Actlvities

5 134,443
46,329

209,7M
574,411

7,374
2,33A

55.195

s58.494

s58le,1

L,377,560 800,000
(7,538) 159,916 6,650

Other long-term debt:
Compensatedabsences 7,196,970 180,590
Amount due to CRiM 177,454
Landfill

Total

1.360.000 _ 1,350.000

10,992,424 t,40s,s90 1477,53q t1.,92O,476 7,176,660

Business-type activities:
Mongage payable 479.195 (48.s93) 430.502 s2.626

s11-42L6!9 s1405590 S1526J31) l12l5tp78 5a229286Total
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10. LONG-TERM DEBTS (CONTTNUED)

Governmental activities:

Bonds and notes:

5920,000 Public tmprovement Bonds, Serial 1995-96 payable in annual installments of
545,000 to 585,000 through luly 1, 2O2O plus interest at 6.12%. S 55O,OOO

S600,000 Public lmprovement Bonds, Serial 1989-90 payable in annual installments ranging
from 542,000to 548,000 through lanuary 1,2015, plus interest at 6%. 134,OOO

5400,000 Public lmprovement Bonds, Serial of 1991 92 payable in annual installments
ranging from 528,000 to 534,000 through lanuary 1, 2016, pjus interest at 5.G2%. L24,OOO

52,285,000 General Obli8ation Bonds, Serial 2005-2006 payable in annual installments
ranging from 555,000 to 5175,000, through luly 1, 2030, plus interest at 6.5%. 2,O2O,OOO

5255,000 General Obligation Bonds, Serial 2007-2008 due in annual installments ranging
from 55,000 to 520,000 through July 1, 2031, plus interest at 6.50%. 23O,OOO

5535,000 General Obligation Bond, Serial 2008-2009 payabte in annual installments
ranging from 580,000 to S100,000 throu8h July 1, 2014 plus interest based on UBOR at 90
days plus 1.25%. 265,000

S955,000 General Municipal Obligation, Serial 2011-12 payable jn annual installments
rangin8 from 535,000 to S105,000 through july 1, 2025. tnterest at 1.5% 95S,OOO

S1,510,000 Special Obligation Bond, Serial 2OO3-04 payable in annual installments ranging
from 5170,000 to 5195,000 through July 1,2014 plus interest based on LTBOR at 90 days
plus 1.25%. 38O,OOO

54,145,000 Special Obligation Bond, Serial 2O1O 11 payable in annual installments rangin8
from 565,000 to 5345,000 trough .luly 1, 2035. tnterest at 1.5% over prime rate due
semiannually. 4O85,OOO

S270,00O Special Obligation Bond serial 2011-12 payable in annual installments ranging from
515,000 to 530,000 through luly 7, 2023. lnterest at 1.5% over prime rate due
semiannually- 27O.OOO

S9,OXL000
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10. |-oNG-TERM DEBTS (CONTTNUED)

The annual debt service requirements to maturity bonds and notes payables of June 30, 2012 are as

Governmental -type Adivities:

Year ended June 30
2073
20t4
2015

2076
2077
2018-2022
2023-2027
202a-2032
2033-2036

Aggregate
Principal tntercst Obliration

S 37o,ooo 5 416,21a S 786,21s
584,000 s73,1,09 1,757,109
530,000 536,80s 1,156,805
314,000 507,034 821,034
310,000 485,L25 795,125

1,815,000 2,081,945 3,896,945
1,890,000 1,4s5,495 3,345,495
1,855,000 792,214 2,647,274
1,245.000 194,812 7,439.812

s9-013.000 u3a2,81t S16-0558U

Business-type acliviiies:

Mortgage Payable consists of permanent residences loans provided by USDA-Rural Development. The
land and buildings of the Project secure the mort8a8e note. The mortgage note bears interest at 8%,
including subsidy interest of 7%. Principal and interest are payable in monthly installments of 56,566
through 2018. The maturates of the mortgage note at lune 30, 2012 for the next five (S) years and
thereafter are as follows:

Agtregate
Year ended June 30 Principal lnterest Obligation

2ot3 S 52,626 S26,16s 5 7a,j91
2014 55,994 21,797 78,797
2015 61.,724 17,067 7a,791
2076 66,U7 77,944 78,79L
zo77 72,396 6,395 7a,79L
2018-2019 120.015 987 127,OO2

54t0-602 s84t55 5514957
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Advancesfrcm CRIM and PR Treasury Department

This amount represents the balance owed to CRIM as described in Note 3 and
57,275 thereafter including interest at 6.2%. The advances from CRIM and pR

mature as follows:

Year ended June 30

2013

2014
2075
2016
20L7
2018-2022
2023-2027
202A-2033

Principal

S 5,550

6.801
6,9s2
7,717
7,287

39,3s1
45,517
so.242

s169.915

lnterest

5 10,371
9,955
9,531

9,097
8,653

36,204
23,tA4

7.967

5114-962

is payable in monthly
Treasury Department

Aggregate
Obliqation

5 77,03],
t6,756
t6,443
15,208
15,934

68,701
58.209

s23487

11. RETIREMENT SYSTEM:

Oefined Benefit Pension Plan

The Employees' Retirement System of the Commonwealth and its instrumentalities (the ,,Retirement

System"), created pursuant to Act. No. 447 of May 15, 1951, as amended, is a cost-sharing multiple
employer defined benefit pension plan sponsored by, and reported as a component unit of the
Commonwealth. All regular employees of the Municipality hjred before January 1, 2OOO and less than
55 years of age at the date of employment became members of the Retkement System as a condition
to their employment. No benefits are payable if the participant receives a refund of his/her
accumulated contributions.
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11. RETIREMENT SYSTEM (CONTINUED)

The Retirement system provides retirement, death and disabirity benefits pursuant to regisration
enacted by the Commonwealth's legislature. Retirement benefits depend upon age at retirement and
the number of years of creditable service. Benefits vest after ten years of plan participation. Disability
benefits are available to members for occupational and non-occupational disabilities. However, a
member must have at least ten years ofservice to receive non-occupationaldisability benefits.

Members who have attained at least 55 years of age and have completed at least 25 years of creditable
service or members who have attained 58 years of age and have completed ten years of creditable
service are entitled to an annual benefit, payable monthly for life. The amount of the annuity shall be
one and one-half percent ofthe average compensation, as defined, multiplied bythe number ofyears of
creditable service up to twenty years, plus two percent of the average compensation, as deflned,
multiplied by the number of years of creditable service in excess of 20 years. ln no case will the annuity
be less than 5200 per month.

Participants who have completed at least 30 years of creditable service are entitled to receive the Merit
Annuity. Participants who have not attained 55 years of age will receive 65 percent of the average
compensation, as defined; otherwise they will receive 75 percent of the average compensation, as
deflned.

Commonwealth legislation requires employees to contribute S.775% for the first $550 of their monthly
gross salary and 8.275% for the excess over S55O of monthly gross salary. The Municipality is required
by the same statute to contribute 9.275% ofthe participant,s gross salary.

Defi ned Contribution Plan

The le8islature of the Commonwealth enacted Act No. 305 on September 24, 1999, which amends Act
No. 447 to establish, among others, a defined contribution savings plan pro8ram (the ..program,,) to be
administered by the Retirement System. All regular employees hired for the first time on or after
January 1,2000 and former employees who participated in the deflned benefit pension plan and are
rehired on or after January 1, 2000 become members of a pro8ram as a condition to their employment
received a refund of their contributions. ln addition, employees who at December 31, 1999 were
participants of the defined pension plan, had the option, up to March 31, 2OOO, to irrevocably transfer
their prior contributions to the defined benefit pension plan plus interest thereon to the program.
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11. RETTREMENT SYSTEM (CONTINUED)

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the program.
Employees may elect to increase their contribution up to 10% of their monthly gross salary. Employee
contributions are credited to his/her individual account established under the program. participants
have three options to invest their contributions to the program. rnvestment income is credited to the
participant's account semi-annually.

The Municipality is required by Act No. 305 to contribute 9.275% of the participant,s gross salary. The
Retirement System will use these contributions to increase its asset level and reduce the unfunded
status ofthe defined benefit pension plan.

Upon retirement, the balance in the participant's account will be used to purchase an annuity contract,
which will provide for a monthly benefit during the participant,s life and 50% of such benefit to the
participant's spouse in case of the partjcipant's death. Participants with a balance of SIO,OOO or less at
retirement will receive a lump-sum payment. In case of death, the balance in the participant,s account
will be paid in a lump-sum to his/her beneficiaries. participants have the option of a lump-sum or
purchasing an annuity contract in case of permanent disability.

Total employees and employer contributions to the above mentjoned plans during the year ended .lune
30, 2012 amounted to approximately S169,845 and S193,189, respectivety. This amount represented
100% ofthe required contribution forthe €orresponding year.

Additional information on the Retirement System is provided in its financial statements for the year
ended iune 30,2012, a copy ofwhich can be obtained from the Retirement System.

12. CONTINGENCIES

Amounts received or receivable from Erantor agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of the
applicable funds. The amount, if any, of the expenditures which may be disallowed by the grantor
cannot be determined at this time, although the Municipality expects such amounts, if any, to be
immaterial.

The Municipality is defendant and/or codefendant in several litigations arising out of the normal
Municipalitys operations, Most ofthe cases are covered by insurance, Management, after consultation
with legal counsel is of the opinion that the ultimate liability, in excess of insurance coverage, if any,
resulting from such pending litigations will not have a material adverse effect on the Municipalivs
financial position .
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13. MUNICIPAI. LANDFII.L

state and federal laws and regulations requires to the Municipality to carry out certain closure work
when it stops accepting waste and to perform certain maintenance and monitoring functions at site in
the following years. ln accordance with GASB No. 18 ,,Accounting for Municipal Solid Waste Landfill
Closure and Post Closure Care Costs" the Municipality must has to perform a study of the closing and
post closing costs in order to reco8nize a provision for those costs.

The Municipality operated a solid waste landfill that was closed during 1994. Total closure costs
incurred as of June 30, 2012 were approximately S1,360,000. The closure costs jncurred were mostly
provided by federalawards under the State Block Grant Program.

The Municipality is still in process of performing tests in the landfill site in order to assess a final
settlement of closure and post-closure costs. A preliminary estimate of these costs as of June 30, 2012
amounted to 51,360,000. Accordingly, a provision for future closure and post closured costs was
recoBnized in the accompanying financial statements.

'll
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS
S€HEDULE OF BuDcEfARy CoMpaRtso

Fo[THE YEAR ENoEDJUNE 30,2012

GENERAL FUND

Revenues:

Taxes:

Propertytaxes
Municipaltax

Construction excise taxes
lnterest
Rent

Grants and entitlements
Other

Totalrevenues

Expenditures:
General administration
Public safety
Education, culture and recreational
Public works and sanitation
Cultural and Tourist Development
Economic Development
Family and Social Development
Housing and Urban Oevelopment

Totalexpenditures

Excess of expenditures over revenues

oRrGtt{At-
BUDGET

5 1,ss8,068
700,000
740,000

120,000
120,000

6,195,155

823.000

10.256.223

4,101,845
609,410
444,4L4

3,340,154

179,001
293,498
738,201
743.7@

t0.256.223

s

AMMENDEO

BUDGET

s 1,ss8,068
700,000
740,000

120,000
120,000

5,195,155

823.000

10.256.223

4,758,334
614,532
858,106

3,243,O01

189,575
298,16a
139,145
754,756

10,256,223

s

ACTUAI.

51,ss8,068
718,904
327,U3
249,2A3
L29,247

6,L93,717

507.6s6

9.684.718

4,073,775
544,451
434,541

3,187,917
188,270
2ao,029
661,535

151.334

9.925.793

s 124r.075)

VARIANCE

WITH FINAL BUDGET
FAVORABLE

{UNTAVORABI.EI

S 18,904

.472,157l,
129,243

9,247
(1,438)

(31s.344)

1s71.50s)

84,619

66,081
23,559
55,095

1,305
18,739
71,609
3.422

330.430

5124ri75)

,1j



COMMONWEAI.TH OF PUERTO RICO
MUNICIPAI.ITY OF AGUAS BUENAS

NoTEs To ScBEDuu Or BuoGETAiy CoMpaf,tsor{
JuilE 30, 2012

1. BUOGETS AND BUDGETARY ACCOUNTING

The Municipality follows these procedures in establishing the bud8etary data reflected in the
financialstatementsi

1) Formal bud8etary integration is employed as a management control
the General Fund. Formal bud8etary integration is not employed
because effective budgetary control is alternatively achieved through
requirements provisions.

device during the year for
for special revenue funds
legal and contractual grant

2l On or before May 15, the Mayor submits to the Municipal tegislative Body a proposed operating
budget for the fiscal year commencing the followin8 July 1. The operating budget includes
proposed expenditures and the means for financjngthem.

Priorto June 13, the budget is legally enacted through passage of an ordinance.

The Municipal Legislative Body approves, by ordinance budget appropriations by functional
basis. The Mayor is authorized to transfer budgeted amounts between departments within any
fund; however, any revisions that alter the total appropriations of any fund must be approved
by the Municipal Legislative 8ody.

Unused appropriations for the annual budgeted funds lapse at the end of the year.

The budget is prepared on the budgetary basis of accounting. The actual results of operations,
presented in the Statement of Revenues and Expenditures - Budget and Actual Genelal Fund, is
in conformity with the budgetary accounting of the Municipality for a better comparison with
the budget information.

The presentation of the budgetary data excludes other appropriations such as capital projects,
debt service and special revenue funds because projects are funded on a multj_year nature,
generally requirin8 several years to complete or effective budgetary control is alternatively
achieved through general obligation bond indentures and legal and contractual grant agreement
provisions.

3)

4l
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPALITY OF AGUAS BUENAS

NoTEs To SCHEDUIE OF BUDGETARY CoMpaaEo
JUNE30,2012

2. RECONCII.IATION OF GAAPTO EUDGETARY 8ASI5

Adjustments necessary to reconcire the revenues and expenditures of the Generar Fund at the end
ofthe year, from the generally accepted accounting principles to budgetary basis, are as follows:

Excess ofexpenditures over revenues, budgetary basis

Adjustments to accounts payable and accrued expenses
Expenses from state sales tax not budget
Adjustments to aacounts receivable
lncome from state sale tax not budget
Excess of revenues and othet financial sources under

expenditures and other financial sources per
generally accepted accounting principle

s(241,07s)

1675,0231

l.887,676)
446,767

u3,645

st??33f2)
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COMMONWEAI.TH OF PUERTO RICO
MUNICIPAI.ITY OF AGUAS BUENAS

ScHEoutE OF ExpENDnuREs Ot FEoEML AwaRDs
YEAR ENDEoIUNE 30,2012

NUMBER DISBURSEMENT

US Oepartment ofHousing and Urban
Development
Passed through:

Municipal Service Adminjstration:
Community Development Block Grant 14.22a S 882,618

Puerto Rico Department of Family:
ARRA-Homeless Prevention and Rapid Re-Housin8 Program 14.257 2M,660

Dired Program:
Section 8- Housing Choice Vouchers 14.871 7,L77,OAL
Supponive Housing Program L4.235 56,391

US Oepartment of Aqriculture
Passed through:

PR Department of Education:

Child and Adult Food Program

US Deoartment of Health and Human services
Passes through:

PR Department of Family:
Child Care and Development Block Grant 93.575 398,357

10.558 89,47A

s22A08,595- Total Expenditur6 FederalAwards

1',l



COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF AGUAS EUENAS
NOIES TO SCHEDULE OF €XPENDIIURES OF FEDERAIAWARDS

JuNE30,2012

- 1. BASIS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
- Mlnicipality of Aguas Buenas, Puerto Rico and is prepared on the modified accrual basis of

accountine. Accordingly, amounts presented in the accompanyin8 schedule agree to amounts

_ 
Or"tented in the basic financial statements.
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REPORT ON INTERNAL CONTROI. OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDITOF

FINANCIAI. STATEMENTS PERFORMED IN ACCORDANCE wlTH
GOVERNMENT AUDITING STANDARDS

To the Hono6ble Mayor and
Municipal l-egislative Eody

Municipality of Aguas guenas

Aguas Buenas, Puerto Riao

We have audited the financial statements of the governmental activities, the business type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Municipality of Aguas Buenas, Puerto Rico, as of and for the year ended
June 30, 2012, which collectively comprise the Municipality of A8uas Buenas, Puerto Rico's basic
financial statements and have issued our report thereon dated February 5,2013. Others auditors
audited the financial statements of Espiritu Santo Project, as described in our report on Municipality of
Aguas Buenas, Puerto Rico financial statements. This report does not include the results of the other
auditors'testing of internal control over financial reporting of compliance and other matters that are
reported on separately by those auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Govemment Auditing StordordJ, issued by the Comptroller General of
the United States.

lnte.nal Control Over Financial RepoftinE

ln planning and performing our audit, we considered Municipality of Aguas guenas, Puerto Rico's

internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing

an opinion on the effectiveness of Municipality of Aguas Buenas, Puerto Rico's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness ofthe Municipality of
Aguas guenas, Puerto Rico's internal control overfinancial reporting.

A deficiency in internol control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A moteriol weokness is a deticiency,
or a combination of deficiencies, in internal control such that there is a reasonable possibility that a

material misstatement of the entiqy's financial statements will not be prevented, or detected and
corrected on a timely basis.
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REPORT ON INTERNAL CONTROI. OVER FINANCIAL REPORTING (CONTINUED)

Our consideration of internal control over financial reporting was for the limited purpose described

in the first paragraph of this section and was not designed to identify all deficiencies in internal

control over financial reporting that might be deficiencies, significant deficiencies, or material

weaknesses. We did not identify any deficiencies in internal control over financial reporting that we

consider to be material weaknesses, as defined above. However, we identified certain deficiencies in

internal control over financial reportinS, described in the accompanying schedule of findings and

questioned costs that we consider to be si8nificant deficiencies in internal control over financial

reporting. Finding 01-12. A significant deficiency is a deficiency, or a combination of deficiencies, in

internal control that is less severe that a material weakness, yet important enough to merit attention by

those changed with Sovernance.

Compliance and Other Matte6

As part of obtaining reasonable assurance about whether Municipality of Aguas Buenas, Puerto

Rico's financial statements are free of material misstatement, we performed tests of its compliance

with €ertain provisions of laws, regulations, contracts, and grant agreements, noncompliance with

which could have a direct and material effect on the determination of financial statement amounts

However, providing an opinion on compliance with those provisions was not an objective of our

audit, and accordingly, we do not express such an opinion. The results of our tests disclosed instances

of noncompliance or other matters that are required to be reported under Government Auditing

Standards and which are described in the accompanying schedule of findings and quest:oned costs as

items 01-12.

This report is intended solely for the information and use of management, City Council, others within

the entity, and federal awarding agencies and pass_through entities and is not intended to be and

sho!ld not be used by anyone otherthan these specified parties.

February 5, 2013

Aguas Buenas, Puerto Rico

License No. 1339

Expires December 1, 2013

The stamp No. E40871ofthe Puerto Rico

Society of certified Public Accountants was

affixed to the originalofthis report
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REPORT ON COMPLIANCE wlTH REQUIREMENIS

APPLICABLETO EACH MAJOR PROGRAM AND ON INTERNALCONTROL

OVER COMPI.IANCE IN ACCORDANCE WITH OMB CIRCULAR 4.133

To the Honorable Mayor and
Muni.ipal Legislative Body

Municipality of Aguas Buenas

Aguas Buenas, Puerto Rico

comoliance

We have audited the compliance of Municipality of Aguas Buenas, Puerto Ri.o, with the types of
compliance requirements described in the U. s. Office of Management and Budget (oMB) circular A-133

Cofiplionce Supplemert that are appliaable to each of its major federal programs for the year ended

June 30,2012. Municipalitv of AEuas Buenas, Puerto Rico's major federal progGms are identified in

the summary of auditor's results section of the accompanying schedule of findinSs and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants

applicable to each of its maior federal programs is the responsibility of Municipality of Aguas guenas,

Puerto Rico's management. Our responsibility is to express an opinion on Municipality of Aguas

Buenas, Puerto Rico's compliance based on our audit.

Municipalitv of Aguas Buenas, Puerto Rico' basic financial statements include the operations of
Espiritu Santo Project, which expensed 5710,174 in federal awards which is not included in the

schedule during the year ended lune 30, 2012. Our audit described below did not in.lude the
operations of Espiritu Santo Project because Municipality of Aguas Buenas, Puerto Rico engaged other

auditors to perform an audit in accordance with OMB A-133.

We conducted our audit of compliance in accordance with auditinE standards generally accepted in

the United States of Americai the standards applicable to financial audits contained in Government

Auditing Stondords, issued by the Comptroller General of the United States; and OMB Circular A-133,

Audits of Stotes, Locol Governments, ond Non-Prolit orgdnizotions fhose standards and oMB circular

A-133 require that we plan and perform the audit to obtain reasonable assurance about whether

noncompliance with the types of compliance requirements referred to above that could have a direct

and material effect on a major federal program occurred. An audit includes examining, on a test

basis, evidence about Municipality of Aguas Buenas, Puerto Rico's compliance with those

requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of Munlcipality of Aguas Buenas, Puerto Rico's compliance

with those requirements.
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REPORT ON COMpt-tANCE W|TH REQUTREMENTS Appt-tCABLE (CONT|NU€D)

As described in items 02-12 and 03-12 in the accompanying schedule of findings and questioned cost
the [4unicipality of Aguas Buenas, Puerto Rico djd not comply with requirements regarding special
test and provision that are applicable to the Housing Choice Voucher progGm. Compliance with such
requirements is necessary in our opinion for Municipality of Aguas Buenas, puerto Rico to comply with
the requirement applicable.

ln our opinion, except for the non compliances described in the preceding paragraph, Municipality of
Aguas Buenas, Puerto Rico, complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended June 30, 2012.

lnternal Control Over Compliance

Management of Municipality of Aguas Buenas, Puerto Rico, is responsible for establishing and
malntalning effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs. ln planning and performing our audit, we
considered Municipality of Aguas Buenas, Puerto Rico's internal control over compliance with the
requirements that could have a direct and material effect on a major federal pro8ram in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internalcontrol over compliance in accordance with OMB Circular A-133, but not for
the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Municipality of Aguas Buenas,
Puerto Rico's internal control over compliance.

A deficiency in intehdl control over compliorce exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement ofa federal program on a timely basis. A fioteriol weokness in interndl control over
complidnce is a deficiency, or combination ofdeficiencies, in internalaontrolover compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the
first para8raph ofthis section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, signifjcant deficiencies, of material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, we identify certain deficiencies in internal control over
compliance that we consider to be significant deficiencies as described in the accompanying schedule
of findings and questions costs as items 02-12 to 03-12. A si8nificant deficiency in internal control
over compliance is a deficiency, of a combination of deficiencies, in internal control over compliance
with a type of compliance requirement of a federal program that is less severe than material
weakness in internal control over compliance, yet important enough to merit attention by those
charBed with governance.

54



REPORT ON COMPTIANCE WITH REQUIREMENTS APPI.ICABI.E (CONTINUED}

Municipality of Aguas Buenas, puerto Rico,s responses to the findings identified in our audit are
described in the accompanying schedule of findings and questioned costs. We did not audit
Municipality of Aguas Buenas, puerto Rico,s responses and, accordingly, we express no opinion on the
re5ponses.

This report is intended solely for the information and use of management, City Council, others within
the entity, federal awarding agencies, and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

February5,2013
Aguas Buenas, Puerto Rico

License No- 1339
Expire December 1,2013

The stamp No. E40872 ofthe Puerto Rico

Society of Certified Public Accountants
was affixed to the originalofthis report.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS

SCHEDUI.E Of FINOINGS AIIO QUESTIO ED CO5T5

Foi TBE YEAR ENoED JU E30,2012
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COMMONWEAI.IT{ OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS
SCHEDULE OF FritDtlrcs AND QuEsnoNED CosTs

FORTHE YEAR ENOEOJUI{E 30,2012

SECTION I.SUMMARYOF AUDITORS RESULTS

Financial Statements

Type of audito/s report issued

lnternal control over financial reporting:

Unqualified

. Materialweakness identified? _yes _Lno. Significant deficiency identified that is not considered
to be materialweaknesses? _-X_yes _no

Noncompliance materialto financial statement noted? _yes __Lno

Federal Awards

lnternal control over major programs:

. Material weakness identified? _yes X no

. Significant deficiency identified that are not considered
to be materialweakness? X yes _no

Type ofaudito/s report issued on compliance for major programs

Oualified

Any audit findin8s disclosed that are required to be reported
in accordance with section 510(a)ofcircular A-133 __Lyes no

ldentification of major programs:

CFA Number(s) Name of Federal Prosram

14.811 Section 8 - Housing Choice
Voucher

M.224 Community Development
Block Grants

93.575 Child Care Development
Block Grant

Dollarthreshold used to distinguish between type A
and type I programs:

s300,000

Audit qualifled as low-risk audited?

57
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUry OF AGUAS BUENAS
SCHEDULE OF Ft DtNGs ArD QuEsnoNED Cosrs

FoRTHE YEAR ENoEDJUNE 30, 2012

SECTION II - FINANCIAI. STATEMENT FINOINGS

Finding No.01-12 - MunicipalSolid Waste Landfill GASB t8

The estimated liability and the related disclosure presented in the financial statement related to costs of
closure and postclosure of the Municipal solid waste landfill is not based on actual en8ineering studies.
Therefore, we were unable to obtain a reliable base on which those estimates were based.
Management believes that the effect in the basic financial statements is not material. However, as
years go;ng bythe accrualwillbe materialandthe amount must be based on reliable sources.

We recommend performing the engineering studies to determine the factors necessary to calculate the
amount to be accrued for cost closure and postclosure care. These costs include the following:

- The cost of equipment expected to be installed and facilities expected to be constructed near or
after the date the landfill stops accepting waste and during the postclosure period. Such equipment
mi8ht include gas monitoring and collection systems, storm water management systems, and
groundwater monitoring wells.

- The cost of finalcover (i.e., capping) expected to be applied near or after the closure date.

- The cost of monitoring and maintaining the expected usable landfill area during the postclosure

Period.

The amount to be accrued each period should be determined using a depletion approach and should be
based on the percentage ofcapacity used during the period.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF AGUAS BUENAS
SCHEDULE Ot F|ND|NGS AND QuEsloNED cosrs (CoNn uED)

FoR THE YEAR ENDEDJUI{E 30, 2012

sEcTtoN It - FEDERALAWARDS FtNDtNGS AND QUEsTTONED COSTS (CONINUED)

Findin8 No.02-12 - Reasonable Rent

FederalproEram

CFDA No. 14.871 - Housing Choice Voucher

Compliance requirement:

SpeaialTests and Provisions- Reasonable Rent

Category:

Compliance

Condition:

During our examination, we selected 26 participants'file to test compliance with housing quality
standard requirement. Four of the file did not contain a reasonable rent document or evidence of
verification ofthe documentation that on PHA requirements was complete.

Crite a:

24 CFR sections 982.4, 982.54(d)(15), 982.158(fl(7), and 982.507 establish that the PHA may not
approve a lease until the PHA determines that the initial rent to owner is a reasonable rent. The PHA

must redetermine the reasonable rent: Before any increase in the rent to owner; if there is a five
percent decrease in the published FMR in effect 60 days before the contract anniversary (for the unit
size rented by the family) as compared with the FMR in effect 1 year before the contract anniversaryj or
if directed by HUD. The PHA may also redetermine the reasonable rent at any other time. At all times
during the assisted tenancy, the rent to owner may not exceed the reasonable rent as most recently
determined or redetermined by the PHA. The PHA must determine whether the rent to owner is a

reasonable rent in comparison to rent for other comparable unassisted units. To make this
determination, the PHA must consider: The location, quality, size, unit type, and age of the .ontract
unit; and any amenities, housing services, maintenance and utilities to be provided by the owner in
accordance with the lease. By accepting each monthly housing assistance payment from the PHA, the
owner certifies that the rcnt to owner is not more than rent charged by the owner for comparable
unassisted units in the premises. The owner must Sive the PHA information requested by the PHA on
rents charged by the owner for other units in the premises or elsewhere. The PHA administrative plan

must cover PHA policies on the method ofdeterminingthat rent to owner is a reasonable rent. ThePHA
must keep the records to document the basis for PHA determination that rent to owner is a reasonable
rent (initially and during the term of a HAP contract).
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COMMONWEALTH OF PUERTO RICO
MUNICIPAIITY OF AGUAS BUENAS

SCHEDULE OF FtNotNGSAND quEsrlonED Co$s (CoMIINUED)

FoSTHE YEAR ENDED JUI,{E 30,2012

sEcTroN lll - FEOEMLAWARDS FTNDTNGSAND qUESTTONED COSTS (CONTTNUED)

Finding No. 02-12-Reasonable Rent(CONTINUED)

Effect:

The continue occurrence of the condition may result in the disallowance of program cost. tn addition,
the ability to manage federal awards in compliance with laws, re8ulations, and provisions of contracts
grant awards could also questioned.

Questioned 6ost:

None

Recommendation:

We recommend that the Municipality establish an adequate internal control system to ascertain
compliance with the requirements of the program. The internal control system should include at least
that flle should be revised the internalaudit depaftment.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF AGUAS EUENAS
SCHEDULE OF Fr DtNGs AND QUESIoNED Co5T5 (CoMnNUEo)

FoRTHE YEAR ENDEDJUNE 30,2012

sEcTroN fl - FEDERAL AWARDS FTNDTNGS AND QUESTTONED COSTS (CONINUED)

Findint No.03-12 - Utility Allowan.e

Federalprorram

CFDA No. 14.871 - Housin8 Choice Voucher

compliance requirement:

Special Tests and Provisions - Utility Allowance

Categoryl

Compliance

Conditioni

During our examination, we selected 25 participants'file to test compliance with housing quality
standard requirement. Four (4) of the file the amount reported in form 50059 is not same with utility
allowance schedule. ln six {6) files the PHA not updated the utility allowance schedule during the year.

Eight (8) of the file did not contain a utility allowance schedule or evidence of verification of the
documentation that on PHA requirements was complete.

Cdteria:

24 cFR sections 982.517 establish that the PHA must maintain a utility allowance schedule for all tenant-
paid utilities (except telephone), for cost of tenant-supplied refrigerators and ranges, and for other
tenant-paid housing services (e.9., trash collection (disposal of waste and refuse)). The PHA must Eive
HUD a copy of the utility allowance schedule. At HUD'S request, the PHA also must provide any

information or procedures used in preparation of the schedule. The utility allowance schedule must be

determined based on the typical cost of utilities and services paid by energy_conservative households

that occupy housing of similar size and type in the same locality. ln developing the schedule, the PHA

must use normalpatterns of consumption forthe community as whole and current utility rates. APHA's

utility allowance schedule, and the utility allowance for an individual family, must include the utilities
and services that are necessary in the locality to provide housing that complies with the housing quality

standards. However, the PHA may not provide any allowance for non-essential utility costs, such as costs

of cable or satellite television. ln the utility allowance schedule, the PHA must classify utilities and other
housing services according to the following general categories: space heating; air conditioning; cooking;

water heating; water; sewer; trash collection (disposal of waste and refuse); other electric; refrigerator
(cost of te na nt-supplied refrigerator); range (cost of tena nt-su pplied range); and other specified housing
services. The PHA must provide a utility allowance for tenant-paid air-conditioning costs if the maiority
of housing units in the market provide centrally air-conditioned units or there is appropriate wiring for
tenant-installed air conditioners. The cost of each utility and housing service category must be stated
separately. For each ofthese categories, the utility allowance schedule musttake into consideration unit
size (by number of bedrooms), and unit types (e.9., apartment, row-house, town house, single-family).
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SECTION III - FEDERAL AWARDS FINDINGS AND qUESTIONED COSTS (CONTINUED)

Finding No. 03-12 - Utility Allowance (CONINUED)

detached, and manufactured housing) that are typical in the community. The utility allowance schedule
must be prepared and submitted in accordance with HUD requirements on the form prescribed by HUD.

A PHA must review its schedule of utility allowances each year, and must revise its allowance for a utility
category if there PHAS been a change of 10 peacent or more in the utility rate since the last time the
utility allowance schedule was revised. The PHA must maintain information supporting its annual review
of utility allowances and any revisions made in its utility allowance schedule. At HUD's direction, the
PHA must revise the utility allowance schedule to corred any errors, or as necessary to update the
schedule. The PHA must use the appropriate utility allowance for the size of dwelling unit actually
leased by the family (rather than the family unit size as determined under the pHA subsidy standards).
At reexamination, the PHA must use the PHA current utility allowance schedule_ On request from a
family that includes a person with disabilities, the PHA must approve a utility allowance which is higher
than the applicable amount on the utility allowance schedule if a higher utility allowance is needed as a
reasonable accommodation in aacordance with 24 CFR part 8 to make the program accessible to and
usable bythe family member with a disability.

Efrect:

The continue occurrence of the condition may result in the disallowance of program cost. tn addition,
the ability to manage federal awards in compliance with laws, regulations, and provisions of contracts
Srant awards could also questioned.

Questioned aort:

None

Recommerdation:

We recommend that the Municipality establish an adequate internal control system to ascertain
compliance with the requirements of the program. The internal control system should include at least
that file should be revised the internal audit department.
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