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INDEPENDENT AUDITOR'S REPORT 

To the Honorable Mayor and 
Municipal Legislati\•e Body 

Municipality of Aiiasco 
An•tsco. Puerto llico 

I havt: audi1ed the financial stmements of the governmental activities. each major ll111d~. and tht: aggregate 
remaining fund information ot'the M1111idp11/i~1111f.41i11.\·c11 (the Municipality) as of and for the ~ear ended 
June .10. 2007 which cul lcctively comprise the hasic !inane ia I statements as li-.;ted in the table nf contenh. 
Thc:-.e financial statements are the responsibilit) of the Municipality's management. My n:spcinsihilit) ,.., 
to c\1m::-:-. an opinion on lhese financial statements based on my audit. 

I cnntltH:tcd my audit in accordance with auditing standard~ generall) accepted in the lJ nitecl State<> 111' 

America: the )tandards applicable to financial audits contained in Government Audit Standard!>. i~~t11.xl h~ 
the Comptroller General of the United States. Those standards require that I plan and pe1fonn the audit t1) 
nbtain rcaSllllablc assurance about whether the financial statements are free l)f material mi s"latemc:nl. An 
i111d it inducte~ l.'\arn i ni ng. tm a test basis. evidence suppo1t ing the amot1n ts and di~ (()surcs in the lim1111.: ial 
... ta!L'rnenh. An audit also incl udes assessing the acetHmt ing principles used and ~ igniticant c-..tim:ih.:-.. 
n1adc b~· manal:!cmcnt. as well as evaluating the overall tinancial sta1emen1 prescniatinn. I belie1L'1lrnt rn~ 
audit pn\\'idc~ :i rcasonahlc basis for my opinions. 

In 111~ opinion. the financial statements referred to <lbove prc~ent fairly , in all nu11crial n:~pcch. the 
rc~pectiv1: linancial position of the governmental activ ities. each major funds, and the aggregate 
remaining fund information of the M1midp11li(I• r~l A1iasc11 as of .lune 30. 2007. and the rc-..pt·c1i1 e 
chan~c:-. in tinancial position for the fiscal year then ended in conformity "ith accnun1ing principle" 
~c11crall~ accepted in the United State~ of Americtl. 
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INDEPENDENT AUDITOR'S REPORT (CONTINUED): 

In m:cordance with Govemment Auditing Standards. I ha\ e also issued my report date December 1-L 
2007 on my l"o11sideration of Municipality of Afiasco' internal control over financial reporting and nn 
m~ tt:~t~ of its c,,mplianct: with certain provisions of laws. regulation, contracts. and grant ag.recmcnb and 
other mattt:rs. The purpose of that report is to describe the scope nf my testing of internal t\1ntrnl ''' l.'r 
financial rcpc>1ti11g. and compliance and the results of that testing. and not to provide an llpininn or the 
intenrnl control \wer linancial reporting or on l..'Ompliance. That report is an integral part or an audit 
pt:rlimncd in accordance with Government Auditing Standards and impo11ant for as~essing the rcqtlh of 
111y audit 

rl11.· nrn1rng.c111cnt's discussion and analysis and budgetary comparison infonnation nn page~ 3 through 9 

and 15 arc not required part of the basic linancial statements, but are supplementary infonnatilll1 required 
b~ al..'rn11nti11g principles generally accepted in the United States of America. I have <tpplicd certain 
limit1.•d proci:dure~ . which con:,isted principally ot' inquirie!> of managt:ment regarding the mctlwd~ nr 
mea::.urcn1c11t and presentation or the supplementary in format ion . HO\\oever. l did not <tuclit the 
inl~'nnation :ind C'\prcss no opinion on it. 

M~ a11d11 wa~ c,1nducted for the purpose of forming opinion<; on the linancial statements lhal colkcti\ cl) 
.;,nnpri:.1.· the Municipality of /\1iasco basic tinancial statt!menb. The accompan) ing '>chcdult: 11f 
c'\pcnditun:-; ,,r federal awards i~ presented for purpo~es of additional analysi!> as required by U.S. Olfo:e 
or Managi:n1e111 and Budget Circular A-133. Audi1s of States. Local Government~. and N1)11-l'roli t 
( >rgani1.ation~. and is not a required part of the basic financial statements. Such information ha~ hel..'n 
"11bjectcd to the m:diting procedures applic!°) in tht! audit or the basic linancial statement:-. and. in Ill~ 
opinion. i" fair!~ stated. in all material respects. in relations to the basic financ ial statemc1m taken ,....., a 
"hok 

lkccmhcr 1-L 20()"1 
/\µuas 8uenas .. P11e110 Rico 

I 11.t:11'c \J \) 13 ~9 
I \jmt· De1.·1:111her I 2010 

-, 

The stamp No. 22<>7324 of the Puerto RKo Soi.:i~l~ of 
Cc11ified Public Accountants wa<, ;ifti,ed h' the 
original or th i~ report. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

M ANAGEMENT'S 0 1SC:llSSION AND A NALYSIS 
FOR T m: YEAR ENDED .JUNE 30. 2007 

Mmrngement l'I the Municipalit~ of Ailasco or the Commonwealth of Pue110 Rico (the Municipalit)) 
prov iclc.::s th i~ /\ lw1<1gc!11111111 's Di.,rn.,sio11 and Ana~1 ·sis (MD& A) for the readers of the Municipal it)' · .... ha~ic 
linancial statements. This narrative repre~t:nts an 1wen ie'' and analy~i!:> of the financial acti vitie .... or the 
M11nicipalit) for the fisca l year ended June 30. 2007. Because this MD&A is designed to focu~ 011 the 
rnrrent year activitie!>. resulting changes and currently known facts. "e encourage readers to c1,nsider the 
1nformatin11 presented in thi~ MO&A in conjunction with the additional information rurnished in the 
accompanying b<bic financia l statements. 

I 11 thi.; .;taicment the condensed Statements of Activities. Balance Sheet. and Statement of Operat io11' for 
the ti ... cal year t:ndcd .lune 10. 2007 are presented in :1 comparative approach to financia l <; tatt:mcnh ll l 

ti .... cal yc.::ar ended .lune 10. 2006. 

FINA NCIAL HIGHLIGHTS 

a) Go11er11111e111-Wide Higltligltt.\· 

• A.\'.\'<'f .\' - The Municipality has repo1ted assets amounting to $47.1 mil lions in the accompany ing 
!>tatt:ment or net assets, nf which the most sign iticant are capital assets. cash. and aci.:011nh 
receivahlc.; amounting to $36.0 mill ion. $9.6 millions. and $1.3 mill ion. respecti ve!). 

• liabilities - rhe M11n1cipalit) ha~ reported liabilities amounting to $23.3 million .... in the 
accompanying statement of net assets. of which the most s ignificant are bond~ and note .... payable. 
c-;timated liabil ity for municipal solid waste landfil l closure and postclosure care cost~. 11ncarnccl 
r1:.·,enuc~ and compensated absences amounting to $14.3 mil lions. $2.4 millions. $3 .5 n1illiu1i.... 
and i1A million<.. respectively. 

• N111 ti.net.\' - The as:-cts of the Municipalit) e.\ceeded its liabilities by $23. 7 mi l li('1n~ ctt Ju ne ·rn. 
2007. 'd1ich is presented a~ .. net assets" in the accom panying statement or net asseb. Rcstrictc.::d 
net a:.seh and unrestricted deficit amounted to $-U millions and $6.7 millions. n:~pectivcly . Nc1 
a-,.;cts 111vested in capital assets amounted to $26.1 millions. 

• Ne/ d 11111;:e in 11et 11.\·set!'.' - The Munic1pality·c. net assets increased by $2.7 mil l ion~ during liscal 
yl'ar ttnded June 30. 2007. Net assets at .lune 30. 2007 amounted to $23.7 millil"1\. 

• Reve1111e.\ -·The Municipality has reported total rt!venues amounting to $ 16.4 million~ in the 
acc1impan) ing statement of activ itie~. of '' hich the most significant arc ta.\C'\. and 
intergovernmental grant<; and contributions amnunting to $5.9 millions uncl $7.9 millioth. 
respl'Ct j, e l ~ . 

• E \·pe11.\ e.\' - lhe Municipal it) has repo1ted total e:'l.penses amounting to $13 .6 milli1,11!' in tlK· 
accompirnying statement of act iv itie ... . 
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COMMONWEAL TH OF PUERTO RICO 
MlJNICIPALITV OF ANASCO 

MANAGf.MENT'S 01sn1ss10N ANO ANAL\ SIS 

FOR THE YEAR ENOEO .fl NE 30, 2007 

h) Gm•emme11tul F111ub; H i~lllighl.'i 

• A.\·.\'ef.\· - The M11nicipality's governmental funds have repo11ed comhincd assetc; amllunting h1 
$12.3 million<; in 1he accompanying. balance sheet - governmental funclc;. of \\hich 1hc mo~t 
sig.nilicant are cash and due from other funds amounting to $8.8 million~. $1.-t millil1n.; 
rc<;pect i' el). 

• Liahilitie.\ - The Municipality's governmental funds ha\e reported combined liahilitil.'-.. 
amounting to $7 .0 mi 11 ions in the accompanying balance sheet - governmenta I funds. of" h il.'11 
the moo;t '\ ig.n ificant are deferred revenue~. and due to other funds amounting to $4 .2 millions. 
a11<l $1.-:1 million~ , respectively . 

• Gowrume11talfi1111l hala11ce.\· - The Municipality' s governmental funds reported combini.·d fund 
h:il:rnl.'e~ amounting to $5.2 million~. of which $4.7 millions and $0.5 million~ reprc~ent rc-.crved 
and unreserved fund balances. respective I)-. 

• Net dum~e in ~t111emme11tal .fi1111l lu1/1111t.·e.\· - The Mun icipa I ity · <; governmenta I fund balance<.. 
increased hy $0.9 millions during tiscal )ear ended June 30. 2007. Governmental ti111d h;1lance-.. 
at .lune 30. 2007 amounted to $5.2 millions. 

• Reve11ue.\· - The Municipality's governmental funds haw reported combined n.:\·C11t1es 
amounting to $16 . .3 millions in the accompanying statement of revenues. e'penditurc~ and 
change-.. i11 fund balances - governmental funds. of which the 1110'\t signilicant arc 
intergovernmental grants and contributions. property taxes and charges for services a111ou11ting tl1 
$7.9 niillions. $3 5 million~ and $1.8 millions. respectively . 

• Expemliture.\· - The Municipality's governmental funds have reported combined C:\)Jl.'IHlitun.:-.. 
amo11nting to 'ii 15.4 mil Irons in the accompanying. statement of reve1111es. c:\pcnditurc~ and 
change~ in fond hiilances - governme1Hal funds. of which the most signilicant nre rntcg11ri1ccl a-.. 
general government: capital outl<1) s: health and sanitation: urban and economic dcvclopmcnt: 
and cultme, recreation and education amounting to $5. 1 millions. $2.1 millions. $1 .6 million-;. 
2.1 111illinn~ and$ !.7 millions respecti vely. 

USING THIS ANNUAL REPORT 

l'hi ~ annual rcpo11 L·ons ist of <1 series of financial ~tatements focused on both the Municipal it) a-. a" lwlt: 
t go\ l.'rnment-\\ idc) and the major individual funds. Both perspectives (government-\\ idc <ind m;~jor fund) 
a llcm the user to :iddress relevant questions, broaden a basis for comparison (year tn yenr or govcrn111C'nt 
tu go\i.•rnment) and enhance the Municipality's accountability. 

OVERVlf.W OF THE BASIC FINANCIAL STATEMENTS 

I he Mu11icipalit) ·s financial statements include three components: ( 1) the g.O\ernmcnt-\.\ ick linancial 
~tatL·n11::nts. (2) the fund financial statements. and (3) the notes to the linancial statemenb (colkctivd y 
1-.nown as the basic financial st::itements). This report also contains additional required "uppkmentary 
information (budgetary schedules) 111 addition to the basic financial statements them~dve.:;. l'he~e 

l.:lllllponents arc described below: 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

MANAGEMENT'S D1s n 1SSION AND ANAL\ SIS 

FOR THE YEAR ENDED .Jl!Nf. 30, 2007 

rhc fund financial statements focus on: (I) individual parts of the Municipalit) ·s government and (2) 
reporting the Municipality's opt:ratil)lb in more detail than the government-wide tinancial sta1t.·111c11b. 
Fl'r linancial rcpo11ing purpoc;es. the Municipality classities its funds "ithin the folio\\ ing funcl 
catr:gories: (I) general fund. (2) debt service fund. (3) special revenue funds and (4) capital pro_iect<. fund:-. 
(colkctivcl~· t..nown as the .. go\ernmentiil funds"). 

(i1wcrnme11tal funds art: used to account for all of the servkes provided by the Municipalit). 
(i1)\·crnmcntal funds are used to account for essentially the same function~ reported ao.; governmental 
m.:tiv itie:-. in the guvernmental-"Wid!.! financial statements. However, unlike the government-wide linancial 
:-.tatemcnts. governmental fund financial statements focus on near-term inflows and outtlowc; of :-.pendabk 
rc:-.tlurcc:-. fhey al so focus on the balances of spendable re<.ources ii vailable at the end or the li:.c;il ) car 
!'hi:-. approach is t..nown as using the tlow of current financial resources measurement fo1.:11 ..; and tile 

1111)dified accrual basis of accounting. These statements provide a detailed short-term view or the 
Municipalit~ ·._ finances that assists in determining whether there will be adequate financial rr:,nurcc-. 
available ((1 meet the current needs of the Municipality. that is. evaluating the Mi111i1.:ipalit) ·.., near-tenn 
financing req11irc111cnb. 

Hecau:>e the focus of governmental fonds is narrower than that of the government-\\ ick linancial 
o.;tatcmcnK it is useful to compare the fund information prel-oented for governmental fund l-o ' ' ith similar 
1ntnrmat1tm prec;ented for govc::rnmental activities in the government-wide financial statement~ . B~ doing 
-.o. reader' nm\ better understand the long-term impact of the Municipality' s near-term lin:1111.:ial 
d1.:1.:ic;ion-;. 

I or financial reporting purposes the Municip<1lity has four m~jor funds: (I) the general fund. (})the state 
lq.?.i!>lativc .i1,in1 n:-..\')lutions. (3 ) $3.421.000 Loan fund and (4) the debt service fund . 

Notes to tht> Basic Financial Statements 

l'hc note:-. Ill the ba!>ic financial statemenb provide additional information that is essential to a full 
understanding of the data provided in the government-wide and the fund financial statement-... The note-.. 
Ill th1..· ha~ic financial c;tatcment ~ can be found immediately folio\\ ing the basic financial "tatemenh. 

Required Su1>1>lementary Information 

l'he basic financial statement:-. are foliowed by a ~ection of required supplementary information con<>isting 
o r a budgetar~ comparison between actual operating results with the original budget and the final 
amenckd budget for the general fund. 

INFRASTRUCTURE ASSETS 

II i-.toril.:a II~. a gt1vern111ent" s largest group of asseb (infrastructure - road~, bridges. tranic sig.nal-... 
underground pipcc; ! unless a:,sociated with a utility]. etc.) have not been reported nor Jepreciatcd in 
g.1'' crnn1L·ntal financial c;tatemcnts. G/\SB 34 require'> that these assets be valued and reported" ithin till' 
g.o,ernmental Cl)lumn of the Government-Wide Financ ial Statements. Additionally. tht: govern1111.:nt 111m.1 
ckct to either (al depreciate these asset~ over their estimated useful life or (b) dc\elnp a c;ystcm 1)f as:-.1..·t 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

MANAGEMENT'S DISCUSSION ANO ANAL \'SIS 

FOR THE YEAR ENDED JtlNE 30, 2007 

nu111a~cme11t de..,igned to maintain the service delivery potential ro near perpetuity. If the l!O\.crn1111::11t 
develop:, the a ... ~ct management system (modified approach) which periodical I) (at least C\ er) third ) ear). 
h~ category. measures and demon~trates its maintenance of locally established levels nf .;ervicc -.tandanh. 
tlH.' g\1vernment may record its cost of maintenance in lieu of depreciation. 1 he infonnatil)11 ahout the 
c\1ndition and maintenance of the government infrastructure assets should assist financial c;tatc111en1 11-;cr-; 
in e\ aluatin~ a local government and its performance over time. 

FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

Net Assets 

/\~ iwted earlier. net assets may serve over time as a useful indicator of the Municipiilit) ·!> linancial 
po-.ition. In the case of the Munkipality. net assets (excess of asset~ over liabilities) <1mounh.:cl tn $23.7 
milli\)n~ at .lunt· lll. 2007 compared to $21.0 millions at the end of the previous )Car. 

rhc largest portion of the Municipality ·s net assets are invested in capital assets nt:t llf their n:lato.:cl ckht 
($2(1. l millilm"). l'he Municipality·~ net assets i" abl1 composed or net asscb amounting to $..\.3 111illil11i-. 
that are re<;tric1ecl for (I) future debt service pa} men ts. (2) the future acquisition or con<>truct ion pf capi1al 
a~~ch <md ( > l other purposes. main I) the tinancing of federal and state assisted program~. In add it ion. the 
Municipalit) · i; net asset are reported net of an unrestricted liabilities of$6.7 million-... 

l'he t111rc~tm.:to.:d deticit is the Cl1nsequence of previous budgets "hich did not pn)vidc fi111ding fC.1r 
mcurred long-term obligations such as compensated absences and others. Historically. <;uch obligation-. 
have been hudgeted on a pay as yo11 g.o basis without providing funding for their future liquidati\1n. 
Con~cqucntl~. the Municipality cannot draw from its e:\isting a~sets to provide service!> to it" ci1i1c1b and 
dl:pe11d:-. on ih ta:--ing abilit) to continue its operations. 

rhc p\1rt1on or the Municipali1y"s net assets invested in capital assets such as land. building-.. equipn11:n1. 
etc .. k"" an) \Hlhtanding related debt used to acquire 1hose as::..ets .. are used h) the M11nicipalit~ ll• 

pro' idc -.ervice ... to its citizens: consequently these asset:; arc not available for future ~pending. AltlH111g.h 
the Municipality·-. investment in its capital assets is repo11ed nel of related debt. it should be noted that 
the re-.\HtrCC!) needed to repay this debt must be provided from the debt ::..ervice fund. since the capital 
a:-:-et" lhl:m~elvc<; cannot be used to liquidate these liabilities 

TJIJS SPACE HAS BEEN LEFT IN BLANK INTENT/ONA LL Y 
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MAl'iAGEMENT'S 01SClJSSION ANO ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2007 

1'111: fcillcn.., ing i::. a condensed presentation or the Municipality· s tinanc ial position. as reported in the 
go' ernment-wide financial statemenb: 

Comparative Condensed Statement of Net Assets 
Governmental Activities 

A .<1.\'t!l.<1: 

Current ;i-,.:;eh 

Noncurrent as.,ets: 
Capit<tl assets. net 
Other norn:urrent assets 

rotal assets 

Liabilitie.,·: 
Current liahilitie<; 

June 30. 

I .\mg-t-.:rm liabi lities due within one year 
1.cing-t-.:rm liabilities due after one year 

1 otal liabilitics 

Net a.\'.\'t!/.\ (liahilitit>.'i): 

Invested in capital a::-.scts. net of related debt 
Rl•,tric:ted 
t l nrc~tric:t-.:d 

rnta I net a~scts 

$ 

$ 

$ 

$ 

2007 

I 0.981.810 

36.053.632 

69.681 
47.105.123 

4.948.485 

1.458.605 

16.907.829 

23.31-L919 

26,168.744 

4.377.439 

(6.755,979) 
23.790,204 

Changes in Net Assets 

$ 

$ 

$ 

$ 

2006 

8. 790.82-t 

34. 744.260 

74.628 
43.609,712 

3.927.01> 

1.328.606 

17.305.676 

22.561,315 

24.526.63-t 

4.629.937 

( 8.108.1 74) 
2 1.048.397 

Th<: Muni<.:ipalit) ·s net assets increased by $2.7 milli0n. Approximately 36 percent of the Municipalit) ·s 
to ta I rc:venuec; came from taxes. while 63 percent resultl!d from restricted and unrestricted capita I and 
opl!rating grant-;. contributions and reimbursements. including federal tinancial assistance. rl1c 
Mun1c:1palit~ ·c; -.::--pcnscs cover a range of services The largest expenses were for general gcwcrnmcnt (42 
p1:1\:<.:nt). mba11 and ceonom ic development ( 16 percent) and health and sanitation ( 14 percent). 

8 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY 011 ANASCO 

MANAGEMENT'S 0tSCl1SSION ANO ANALYSIS 
FOR Tm: YEAR ENDED .JUNE 30, 2007 

lh: folltm ing. i" a condensed presentation of the Municipality's results of operations. a~ n:pnrted in the 
• g.twcrnlllL"lll- \\ iclt: linanc1al statement~ : 

• 

Statement of Activities 

Governmental Activities 

Fiscal Years Ended June 30, 

Progrnm revenues: 

Prngram-spt!cific operating grants and contributions $ 

Program-specific capital grants and contrihution::. 
Clrnrgcs for services 

I otal program:. revenue~ 
Gc1a·ral nvcnues: 

Property ta:-.t:s 
Municipal license ta-.;e~ 

Construction e~cise ta:-..es 
l..)ale' ta;.. 
l lnrcstrictcd grants and contributions 
Other µcneral revenues ( variu11s sources) 

T0tal general revenues 
1 otal revenue!:> 

Program expenses: 
(jcncra I gowrnmcnt 
l lrban cconom ic development 
Puhhc ..,afl·t) 
I kalth and :.anitation 
( 'ulture. rei:reation and education 
Public hou~ing and welfare 
1 ntcrcst 011 long-term ohl ig.ations 

Tomi expenses 

Nt·t increase in assets 

Net assets, at he~inning of fiscal )'ear 
"let assets, at end of fiscal year $ 

2007 200(1 

772.859 $ 1.062.!W> 
1.108.831 2.27:~.9)!) 

1.911.076 1.178.901 
3,792.766 -LS l-1 .689 

3.574.297 3.052.rnC 
1.463.583 1.621.257 

428, 153 860.507 
498,03-1 

6.029.515 -1.592.476 
643,080 774. t:ll) 

12.636.662 I 0.<>00.-161 
16.-129.428 15.415.150 

5.811.788 ..i.666.n .1 
2.132.105 2.451.0.17 

376.111 312.796 
1.952.645 1.707.6.10 
1.765.680 s2·uus 

84C). I 75 1.122. 762 
800.117 832.699 

13,687.621 11.616.692 

2. 741 ,807 3.798.458 
21.048.397 17.249.939 
23.790,204 $ 21.048.397 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED .JUNE 30, 2007 

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S GOVERNMENTAL FUNDS 

Comparati\lt' Condensed Balance Sheet - Go"crnmental Funds 
.June 30, 

2007 
A .Ht!/.\'." 

I otcil nsst.:b - 111•\ior governmental funds $ 10.584.590 
I otal asset:-. - other gov~rnmental funds 1.763.655 

Cumbini.:d total assets 12.348.245 

li11hilit ie.'i: 

I Nal liahilities - major gm.crnmental funds 6.524.833 

I otal liabilitics - other govemmentnl fonds 530,688 
Combint::d total liahilities 7.055.521 

Fu111/ h11/111tt:t!.,·: 

R.c:::.crvecl - ma.1l)r governmenta 1 runds 3.545.635 

Rc-..i.:rvcd - other governmental funds 1,232.%7 
Unn.' -..\.Tvcd · major governmental fund::. 514.122 

Cnmhmed total fund balani.:es 5.292.724 

Tot11/ li11hili1ie.\ t111tl.fl111tl h11/1111ce.,· $ 12.348.245 

A11u~11si.'i of Fimmda/ Po.\·i1io11 t~f Go11ern111e111al F11111/.'i 

2006 

$ 7.837.558 
1.871.931 
9.709.489 

4. 7'>5.01>~ 

574.9'17 

5.370.039 

.1.327.962 
1.296.98-1 

(285.4%) 
4.339.-150 

$ 9.709.48() 

A::. <li!.-i.:u::.scd earlier. the Municipality uses fund ai.:counting to ensure and demonstrate n1mplia111:c "ith 
li1wnce-rt:latt:d legal requirements. The focus of the Municipality·s gorl!rnllll!lltal /1111cl.\ i::. t1' prnvick 
m format 1011 nn near-term inflows. outflows. :tnd balance of spe11dal>lc! re.,·11111n's. Such in li.1nnatiPn i<. 
u:-cfol in a.:;,;;es:-ing the Municipality's financing requiremt::nts. In p<1rticular. unre.\l!ITed /in/(/ ha/011n· lll<I\ 

~enc as :1 u~clitl measure of a government's net resources available for spending at the end or fi scal) i.:ar. 

l\t .lune 30. 2007. the Mal assets of governmental funds increased by $2.638.756 (27 p1.·rcent) in 
cumpari<;on "ith the prior fiscal ~ear princip<1ll) for: (I) the increase of $573.934 in restrictc::d i.:a ::.h. ( ::! ) 

thi.: inen:a<.c:: in unre<;tncted cash and ca~h equivalent~ of $1.697.220 and O l and the increa-..\.' tif '!ii.l62.:HJo 
Ill dui:: rrc1111 1llhcr limd~. 

I 11t:1I liahtlitie::. or governmental funds increast:d b) $1 .685.482 (31.0 pcri.:ent) in comparison \\ ilh the 
pnN liscal year principally for: {I) the increase of $-t62.300 in due to other funds. (?.) the innca~c in 
deterred revenue or $1.175. 769 and ( 3) and the ini.:rease of $48.942 in intergovernmental pa) :1hle. 
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COMMONWEALTH OF PUERTO RICO 
MUNIC I PALITY OF ANASCO 

MANAGf.Ml::NT'S DtSCllSSION AN D ANAUSIS 

FOR THE YEAR ENDED .JllNE 30. 2007 

l·1)f a detailed e~planation of the individual tluctuati1)ns or total assets and total I iabil it ies or governmental 
funds. plca:;.e refer to the previous financial anal) si::. of the g.overnment-wide financial statemcnh inc ludcd 
111 this mi111ag.~m1:nt'c, disi.;u;;;sion and analysi!-. ''·here a detailed discussion or most of thec;e tluctuation" 
ha' bc:cn mmlc. 

At the end or the 1.:urrcnt tisi.:al year. total unreserved fund balances of the govemmcntal fund' am1Hmll:d 
111 'f;5 I-LI 22 "' hi le total fund balance reached $5.292.724. The total fund balances incre<lscd h) $953.27-1 
during the current ti~cal year. The most significant fluctuation in total fund balance' occu1n:d in the 
nnre:-r:rw d timd. "hich 111creased b) $1.449.613. 

I he folh)\\ ing. i~ a detailed financial anal)' si:- or the Municipalit~ · ..; governmental fond ..;: 

Ma,jor Governmental Funds 

Gcn('ral fund - l'he General fund (GF) i, the principal operating fond of the Municipal it~ . th.~ lil ·..; 
!l)tal as,r:t <; mnnuntcd to $4.35..J.5 I<> at .lune 30. 2007. Such assets co1hist of: (I) unre::. tric tcd and 
n::-trictcd ca~h and cash equi valents ($3.146.011 ). (2} prope1ty and municipal la~ rece ivahb ($-l%.-l I I). 
( 1) <'thcr rcc<:ivabk~ ($353.240) and (4) due frllm other funds ($358.857). 

The (ii""~ total liabilities amounted to $3.439.23-L Such liabilities are composed mainly or: (I l deterred 
revenues ($'.L041.329) and('.:'.) due to other government::. ($988.052 ). 

At the end ot'the current fi scal year. unreserved fund balance of the GF·s amol111lecl to $51.:1.122. "hik 
total fund balance reached $915.285. As a measure of the GF·s liquidity it may be u!.dul lo compare h11th 
unreserved funcl balance and tota l fund balance to total fund e:-..penditures. llnre ... ervcd fund balance 
rcprcs1:·n1' 5 percent or the total G F. ~ expenditures. while tntal fund balance represents () percent \ ) r that 
'amt· an11nmt. 

Stak lcgislalivc joint rt'solutions special revenue fund - The State legis lati ve jl)int re ::.nlution' :-pccial 
revenue rund (Sl..IRSRF) total assets amounted to $2. l·N .. 862. ' '"'hich mainl) cnn~ i s t or ca ... h in 
t:l 11n1r11:rc1al bank·. ($1.288.496). rhe SLJRSRF·s total hahilities amounted to $2. 1 i.l<>.862 "hich :ire 
main I) c.1mpl1scd or deferred revenues ($2.000.552). 

~3,42 1 ,000 loa u fund - The $3.'121.000 loan fund l LF) total assets amounted lo $2.121.99 I "hich 
rnn:-ist mainly of restricted cash 111 fo .. cal agent ($2.110.7<>1). The LF·s total liabilities amounted t1) 
$89.777 comr)(l~cd of due to other fonds. At the f:!nd of the current fiscal year. LF.<; total and re.;;encd 
fund bala111.:c reached $2.032.2 1 ·t 

Debt service fund - The debt "ervice fund ( DSF) total a'sets amounted to $1.958,218 "hid1 c1111.;i :-t 
mainl~ 111· n~strictcd cash in li::.cal agent ($1.8J0 .. 132) and re:;tricted propert) ta~es receivable ('!>1 12.166). 
rh1:· Ds i:·~ tlltal liabilities amounted to $845.960 ''hii:h are mainly composed of: (I) matured hl)nd .... d111:· 
and payable ( $461.250 ), ( 2) matured interest due and payable ( $2 56.2 18) and ( 3) deferred rr:' e1n1e..; 
($11 t .864 ). At tht: end or the current ti scal year. DSF·s total and reserved fund bal:mc~ rea~hcd 
$1. t t 2.258. 
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COMMONWEAL TH OF PUERTO RICO 
MLINICIPALITY OF ANASCO 

MANA<.;f.MENT'S DISCUSSION ANO ANAL 't SIS 

FOR THE YEAR ENDED .JUNE 30, 2007 

Other governmental fund~- The other governmental fonds (OGFl total assets amounted to $1. 763.655 
\\hkh c01bi~t mainly ot' restricted cash in fiscal agent and commercial bank!> ($1.142.192). recci\abks 
I rom i nterg( 1vernn11.:nta I grants and contributions ( $12 7. 125) and due from other run els ( $4 .> I .OS 7 ). lh.: 
OGF·~ total liat"iilities amounted to $535,688 which are composed of deferred revenue<; ($13 7.5 75 ). clue to 
other fund<; (3 58. 710) and accounts payable and accrued I ibil ities ($34.403 ). At the end of the cu1Tcnt 
focal year. OGI· · s total and re:-.ervcd fund balance reached $1.232.96 7. 

llt!l't!llllt!.'i: 

Condensed Statement of Revenues, Expenditures and Changes 

in Fund Balances - Governmental Funds 

Fiscal Year Ended .June 30. 

2007 

·1 ntal revenue-. - major governmental fond~ $ 13.875.907 $ 

fota I revenue::. - other governmental funds 2.485.972 
Coi11tiinccl total revenues 16,361.879 

Expe11dit11re.'i: 

I otal \."\pcnditures - major governmental funds 12.896,454 
rntal e:--penclitures . other governmental fund::. 2,528,925 

Combined total e:--penditures 15.425.379 

Exce.'i.'i t~l expemlit11res over reve1111e.'i C)36.500 

Otlter.fi11t111d11g .murce.\· (11.\·e'i). net: 

Otht:r finan1.:ing. sources. net - ma.ior 
g(wernmental funds 37.837 

Other financing sources (uses). net - other 
gnH-rnmental funds (21.063) 

Combined other financing source~ (u~e!>). net 16.774 

Net du1111:e in .f mul halam·e 95 \.27.+ 

F1111d ht1/t111ce at he1:i1111it1R t~ffi.\·cal year 4.339.450 
F1111d balam:e. at em/ t~ffi.\'{'(I/ year $ 5.292.724 $ 

12 

200(1 

12. 701.6<>5 
2.876.885 

15.578.580 

11.582.892 
3.037.87-l 

I -l.620. 766 

957.8 14 

(-102 .161) 

439.200 

37.0.'9 

l)94.85.) 

3.3.+4.597 
-l,339.450 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

MANAGEMENT'S 01SCl.ISSION ANO ANALYSIS 

FOR THE YEJ\R ENDED .Jt lNE 30, 2007 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 

l'hi.: ncCl)lllpanying statement nf net ac;seb reported total gross capital a::.sets. at cost. amounting l\i $5~.8 
million .... \)f \\hich $15.4 millions represent infra!>tructure assets. The related accunrnlated dcprcciati1rn 
and anwrtiL<ition of capital assets amounted to $17.8 million::.. of v. hich $7.-l million~ an: related to 
inrre1.,1n11:ture assets. This in-.estmt-nt in capital assets includes land. buildings. imprnvt:ment s. cq11ip1111 .. ·111. 

in fr::.t ructun.: and construction in progre~s. In fra::.tructure as::.ets are i terns that are norm a 11) im movablc 
and of' alu\: 1)111~ to the municipal government. <;uch as rnads. bridge~ . ~treets and <;ide\\·alt..::.. drain:t).!C 
~' "tL'lll" lighting. ~y~tem::.. and similar items. 

l\i.:tual co<;ts incurred to purchase or construct capital assets were $2.1 millions fix the year ended .lullL' 
30. 2007. Depreciation and amortization charges for the year totaled $0.8 millions. 

rhi.: Municipalit) linances a significant portion of its construction activities through blind ic; ... uarn:i.:-.. Hnd 
:-tatc and federal grants. The proceeds from bond i ~suanees designated for con::.truction activitic"' arc 
co1111111tti.:d in it s entirety for such purposes and cannot be used for any other purposes . 

Debt Administration 

Thl· la"~ and regulations of the Commonwealth or Puerto Rico have c<;tablished a limitation l'nr the 
i:-:-uancc or genera l obligation municipal bonds and notes for the payment of which thL' good foith. 1:n:dit 
and taxing pov .. er or each municipality ma) he pledged . 

t'hc appl icable law~ and regulations also require:: that in order for a municipaliry to be ahk t1l i~-;ue 
additional ge111::ral obligation bonds and notes. the municipality must have sufficient .. payment capacit~ ·· . 
Act No. 6-1 of July J. 1996 as amended. provides that a municipalit) has sufficient ··payment capai.:it) ·· t\i 
i1Kur additional µ.eneial obli~ation debt if deposits in Municipality· s Redemption fond and the :111mrnl 
anwunb to he C\)llected thought tlh: Municipality"~ Special Additional Ta:-.. (as defined bclcm ). a-.. 
projcct~d hy the (iovernment Development 1:3ank for Puerto Rico. wi ll be sutfo:ient to sen ice the 
maturity of the Municipali1y·s outstanding general obligation debt and an~ additional propo-;cd gcncral 
ohl i~a t ion debt ( .. Pa~ment Capacity .. ). 

rt1i.: Municipe1lit) is required under applicable laws and regulations to levy the Special Additional I a:-.. in 
'>uch amount~"" shall be required for the payment of its general obligation municipal bond~ and 11ote'\. In 
addition. principal of and interest on all general obligation municipal bonds and notes and nil all 
municipal note" i::.sued in anticipation or the issuance of general obligation bonds i::.sucd hy thi.: 
Municipal it~ rnnst1tute a first lien Oil the Municipality·s 1:3asic Ta:-.. revenue~. l\ccordingl~. thL' 
1\11u111c1pal ity · ~ Ha~ic Ta:-.. revenues \.VOuld be available to make debt sen ice pa) mcnt~ on gene nil 
obligation municipal bonds and notes to the e:-.tent that the Special Additional Ta:-.. 1.evicd b) the 
Municipality. together with mone)s on deposit in the Municipalit) ·<; Redemption Fund. arc not ~utfo:icnt 
hi cover such di;:bt -;en ice_ it has never been nece~sary to appl) Basic Ta:xe!> to pay debt :-.crvii.:c 11n 
gcni.:ral obligation debt of the Munieipalit) . 



COMMONWEAL TH OF PUERTO RICO 
Ml!NlCIPALITY OF ANASCO 

MANAGEMENT'S DISCUSSION ANO ANALYSIS 

FOR THE YEAR ENOEO ,IUNf. 30, 2007 

• ECONOMIC FACTORS AND NEXT BUDGETS ANO RATES 

rhc Municipality rdics primarily on propert) and mtmicipal license taxes, as '"ell as. 1·ederal and -.late 
granb Ill carry out the go,ernmental activitie~. Historically. prope11y and municipol license t<1.\e:. liavc 
hi:cn \Cl) predictable with increases not generally e:-.cceding ten percent. Federal grnnt revenues may 
var~ i f new gnmb arc available but the revenue is also \oery predictable. 

rho-..c factors were considered when preparing the Municipality's budget for the 2007-2008 !heal year. 
lh:re were 110 significant changes between the budgi:t for fiscal )ear 2006-2007 and the one fnr ti-..cal 
~ t!ar 2007-2008. 

REQl lF:ST FOR INFORMATION 

!'hi-. tinancial report is designed to prcwide s general overview of the Municipalit) ·s finance <; for all of the 
Municipalit) ·:-. citizens. ta:-.payers, customers. investors and creditors. Thi~ tinancial repnrt -..i:cb to 
de1111)nstratc the Mu111cipalitys· accountability for the money it n::ceive:s. Questillll5 concerning an) or thi: 
infonnatil)n provided in this report or requests for additional information should be addre-..~1.:d I\): 

Municipalit~ · Dircctnr of Finance. Mrs. !rent: Malaq! Ruit-. at PO Bo\. 1385. Aiia<>co. Puert1) Rkn. 
00610. 
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Common,..,ea lth of Pue110 Rico 

Municipality of Afiasco 

Statement of Net Asseb 
June 30. 2007 

Assets 

Current assets: 

Ca::.h i11 l.'.timmercial ban'-.s 
Investment in certilicate of deposit 
/\i.:cot1111'. recci\ ahlc: 

J'a:-.ec.;: 

Pnipt:rt ~ ta:--e" 
l:.iiile ta\e" 

1 ntCr!:!.CIVCrl1lllCnta I 
Other Receivables 

/\ccrul.!d interest on deposits 

Rl·-.1rictcd <b::.cb: 

Cash in Clllllmercial banl..s 
lnve.:;tment in certificate of deposit 
Ca-.h in ti~cal agent 

Prnpcrt) ta~cs receivable 
'I otal current assds 

Noncurrcnt assets: 

Capital as~cts: 
lkprcciahlc capital asset' 
Nondcprcciablc capital a~sets 

t\n1111111u lated depreciation and amortization 
< 'ap1tal a-..~eb. net of accumulated depreciation 

Deli::rred charges. net of accumulated amo11ization of $45.448 
1 ota I 1wnc Lll'l'cnt assets 

I otal a::.::.cts 

Gov<'rntn<'ntal 
activities 

$ 2.510.602 

6 "l 5.-109 

-1%.-111 
60.022 

305.-150 
.153.585 

20.03-1 

1.571.609 

106.520 

4. 79!Ul02 

122.166 

10.981.810 

·fU27.-108 
10.527.-102 

(I 7.801.178) 

6<>.681 
36.121.113 

$ -17.105.123 

1 lit: a1:cl1mpanying notes to the basic financial statements are an integral part of this statement. 
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C.:ommonwealth of Puerto Rico 

Municipality of Anasco 

Statement of Net Assets 

.lune 30, 2007 

Liabilities a nd net assets 

C urrent liabilities (due within one year): 

Account<. pa~«1hle 

< nmm i 1 n11:nb and conti n~encic~. 

I ntcrgm t·rnmental payables 

Accrued employees' christmas bonus 
Acc111ed interest payabk on long-term debt 

Unearned revenues 

Current p1irtinn of iong-term obligations: 

Boncb pa:ahk 
Ntih:~ pay<1hk 

C<'lll pen sated ahscnce~ 
'fota I current rnrtion of long-term obi igations 

·1 ota l current liabilities 

Notu:urn•nt liabilities, excluding current portion 

(due in more than one y~ar): 

nimds payabk 

Note~ pa~ able ( includin~ Bond Anticipation Note of$ i .614.604) 

1.andtill closure and postclosure costs 

Compensated absenscs 
l'otal noncurrent liabilities 

I ota l liabilities 

Net assets (deficit): 

1 nvcstcd in capital assets. ~1et ofrelated debt 
Restricted for: 

Dcht st·rv ice 

Capital pr(~jei:b 

Other .;;pee i tied purpciscs 

I 1lta I res1 ricti:d ne1 assets 

l lnn.:strictc:d 

1 ntal nel a::.<;cts 

$ 

$ 

718.000 

59.258 

681.3-P 

1.112,258 

2.992.070 

273 , 111 

Govcrnmt·ntal 

activities 

$ 3-R980 

5-rn.959 
210.607 

256.218 

3.Sln. )21 

1.458.605 

6.-102.690 

I I .65-l.2::i0 

2.015.-182 

2.-125.9-17 

816.552 
16,912.2.) I 

23.31-L921 

26.168. 7-1-1 

4.}77.-1)1) 

(6.755.979) 

$ 23.7<>0.204 

rhl· :icco111pa11ying. not~~ to the ba.,ic financial statements are an integral part ofthb <;tatemcnt. 
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• 
Function/programs 

G\l\'Cl'llm.:111al ac1i1·i1ics: 
(li:nt'ral gt)\ crn111en1 

l irhao <tnJ ern110111ic develop111e11t 
P11blil' sal~11· 

Health and ~a11i1mio11 

Cnhurl'. rt'creation and educ:ation 

Public ho11s1n!:'. and 11elfarc 
Interest 1m lo11g-1enn ohligations 

$ 

Commonweallh of Puerto Rico 
Municipality of Aiiasco 
Statement or Activities 

Fiscal Year Ended June 30. 2007 

Program revenues 

Expenses Program· 
including specific 

depmiation Charges operating 
and amortization for grants and 

of S8.J7,215 sen'iccs contributions 

5.81 1.788 $ 1.252.4() 7 $ 

2.132.105 228.952 
.'\76. 111 79.lo:\ 

1 .952.64~ :\9.530 
1.765.680 370.127 93.457 

849.17:\ 600.237 

800.117 
1'111al gO\ c:rnmc:nt~I acti1 ii ies i 13.687.621 $ I.CJ 11.076 $ 772.859 

======== 

General re1 en ucs 

ra\e~: 

Propert~ ta\eS 
Municipal license ta\es 

Construction e\cise ta\es 
Sales ta\ 

·1 otal ta\es 

Grants and contributions. nCll r~~tricted 

to sperified programs 
Unrestricted interest 011 deposits 
Miscdlaneous 
Loss in capital ussets disposition 

To1al general revenues and loss in disposition 

Net change in net asseb 

Net assets at hcginning. of liscal ~ear 
Net assets at e11d or ~car 

·1karcL1m1K111~111g notes !o thC' basil financial statements are an integral part of this statement. 
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Program-
~pecifir Nft 
capital (r\penm) 

grnnts and ;1ntl changes 
contributions in net as~rh 

s ~ (.J.:\59.121) 

1 . 108.8.~ I (794. >22) 
(2%.'146) 

( l.X93. I I 5) 

( 1.102.0%) 

(2·18.'J38) 
(R00.117) 

$ 1.108.R.'\ I (9.X'J4.85:i) 

.l.574.297 
IA6l.583 

428.153 

·198.0311 
5.%4.067 

6.0]l)jl) 

508.XUi 
13).6.H 

( 1.440)_ 
I ].636.662 

2.W.X07 

21.0.JK.:m 

i ~ '· 790.204 



Commonwealth of Puerto Rico 
Muni<:ip:tlity of' Anasco 

Balance Sheet - Governmental Funds 

June :>O. 2007 

• \lllj nr 1.(0\Cl'lllllcnral funtl\ 
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COMMONWl·.A l.T ll 01' P l •t:R ro RI('() 

Ml iNIC'll'Al.l f Y OF ANASCO 

Reconciliation of the Balance Sheet - Governmental Funds 
to tht~ Statemenl of Net As~.::ts 

.lune ~O. 2007 

I he a111ou11h l)f g.1wemmental activit ies repo11ed in the ~tatement of net assets and the bal::tncc sheet
i,:cwcrnmenrnl funds. are different for the following re::isons: 

T1,t.11 fund bal::mce 1epl)r1ed in the balance sheet - governmental funds 

Aud ( Ocdtu:n· 

Capital .1!.\t'h usl"'d in g.overnm1mtal funds activi1 ie~ :ire not financial resourcec;. thereforl· 
:m : nnl reporr c.-d in 1h.: gnvcrnme11tal fund~ 

l).:f.:rr..:d ( un:wailable l revenues in th" governme111al funds that ar..: r~cog.n i;,..:d 

;:i~ n:ven11es in the ~tatcmcnls of a(·tivi1ies 

Dd't bsm:J b~ the Municipa lil) has associated costs (Jebt issued costs) that are paid 
from currcni available financial n:-sources in tht: governmental funds . However. thc:"se 
w't an: clcfrrro:d in the:" statement ofne1 assets and reported net or accumulated 
lkcpn:c iat ion. 

lnterg.ovcrnmcntal rt~ceivablt:s relatcJ to Christmas honus that are not considered 
av111lahk· linancia! resources at tiscal year-end. therefore. are not reported in the 
g.nwrn111cn1al rundc;. 

Thl· follmving liabilities arc 1101 due <mature) in the cu1w111 fiscal year. 1herefore are not 
report~d 111 th.: !:\cwernmental fonds : 

At·crueJ empl<') ees' Christmas bonus 
lutcr~(1vernmental payables 
Hund~ payable:" 
NNc:' pa:rahk 
C 0111pc11~ated absences 
Solid wast.: landfill closure and post closure cares costs 

Nc:t <i>~et~ - governmental activities rcporled in statement of net ass.:ts 

' l'hl· :K·c1)mp:rnying not~' to the basic financial ~<atement::. are :in integral part of this statement. 

:!(l 

$ 

"'.29'.!. 72-1 

7 ()l) . l)l)C) 

117 .820 

( 210.(107) 

( \ I\ .-l(i'.! l 

! I i . .'\:25.60>1 
( 460. 1 >5) 

( 1.497.&99) 

(2.425.9-17) 

23.71>0.204 



Commonwealth of Puerto Rico 
Municipality of Anasco 

Statement or Reve1111e,, Lxpenditures and 
Changes in Fund Balan~e~ - Governmental Fun<ls 

Fiscal Year Ended June 30. 2007 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

NOTES TO FINANCIAL STATEMENTS 

Jt lNE 30, 2007 

1. Summary of SiJ?nificant Accounting Policies 

rhc.: Municipality or Aiiasco (the Municipality) is a local municipal government constituted on I 71 I 
in the Cl)l\HlHH1wealth of Pue110 Rico (the Commonwealth). The Municipality has full legis1'1tivc.:. 
tisc.:al and nll other governmental powers and responsibilities expressly assigned by Public !\ct N1l. 
XI of August 30. 1<>91. as amended. 1..nown as Autonomous Municipalities Act of thc.: 
Commom,ealth of Puerto Rico (Act No. 81 ). The Municipality is one of seventy-ciµht 
municipalities leg.ally separated from the Commonwealth's government. 

Thc.: Commonwealth's Con~titution provides for the sepanition of powers of the executive, legi:-.lativc.: 
and j11dicial hranches of the Commonwealth and the municipalities. However. the Munic.:ipalit~ ·, 
l.!.''"c.:rnmcntal system consists of C\ecutive and legislative branchec; only. A May1lr. eh:c.:tcd ever~ 
rour ~ears hy the citizens. exercises the executive power of the Municipalit) . The legislati\L' pm, er 
nf thL· M1111icipi1lity i<; exercised by the Municipal Legislature. whose members arc also ekctc.:d C.:\·c.:ry 
four year-... Thc.: General .Justice Cowt System of the Commonwealth. which has jurisdiction over the 
M11n1c.:ipality. exercise.:; the judiciary power in the Municipality. 

I h1.' Municipality assume~ either partial or full responsibility f1.)r providing :-.ervic.:e-; to its c.:iti1c.:1i-.. 
rc.:latcd ll) public housing. welfare. public satety. health. ~anitation. education. culture. recr1:·atiun. 
urban dc.:.,,c.:lopment, economic development. and man) other tisca l. general and admini:-.trativ1.· 
St'l'Vh.'C'> 

it) Fimmcia/ Reporti11:: Mot/el 

Thc.: accompanying hasie financial statements present the financial pos1t1on and the re<.11lt.:; 1ll' 
\)pcrati1.'llS or the Municipality as :l whole. and its various governmental funds as 01· and li>r thc.: 
li5cal )·em ended June 30, 2007 in conformity '' ith accounting. principles general I) accepted in 
the United Stah:s of America (GAAP). ns pre.:;cribed by the Go ernmental Accounting Standard-.. 
l31)ard (GA ~8). 

''ccordinµ lo the financial reportin~ model established by GASB Statement No. 34. n11.,1c 

/.'i1111111. wl State1111!11t.\ wul At/(///ll~c:111e111 '., DiK11ssio11 am/ A11a~vsis ·- .fiw Stoll' 1111cl l.oc(f/ 
0111·c:rn1111!11ts (GAS B No. 34 ). the required basic tinancial statement presentation appl ic.:ahk tn 
thc.: Municipality is composed of the fol Im' ing elements: (I) government-\\ ide linanc.:ial 
statements (CiWFS}. (2) governmental fund financial statements (GFFS). (3) 11\ltc:-. to h<J:-.ic.: 
I inane ial statements. and (-l) required supplementar) information (RSI). 

R<;;I 1" informatinn presented along with. but separate from. the Municipalit~ ·:-. ba~ic tina11c.:ial 
-..taremt:ni.... RSI is ~om posed of t11e ti.)lk'I\·\ ing dements: (I) Management'.:; Oi .... l:u,:-.il\11 and 
Anal~-;!<. UvtD& A), (2) Budgetary Comparison Schedule- General Fund. 

,\/IJ<V:.; i·. :t narrative rep1)rt that introdui:es th·~ accompanying basic financial 5-talc.:menh and 
pro\ ick-.. an analytical overviev. of the Munic.:ipalit) ·s linancial activities for the tic;;cal ~L·ar cndc.:d 
June .\0. 2007. based on the Municipality·s !..no'' ledge of the transaction:.. events and condition" 
rl'llL·c.:tc:d in the basic financial statements. The MO&A also highlighb certain 1..cy tisc.::il pnlic.:ic.:-; 
that l:t)lll rnl the Mun ic i pa I it) · !. operati~ms. 

... ' 
- > 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

NOTES To FINANCIAL STATEMENTS 

Jl lNE 30, 2007 

//Je B//clgetOl"l' ( '0111pariso11 Schedule- (jenera/ Fund is a companion of the actual results {using 
tht' budgetary basis of accounting. which <lifters from GAAP) with the original budget and tht: 
final amended budget for the General Fund. A budget to GAAP reconciliation is prescntt:d 
pro' iding. information of differences hetween the budgetary basis of accounting anc1 GJ\AI'. 

h) Fimmcial Reporti11;: £11ti(\' 

The accompanying basic financial statements include all departments. agencit>s and 11iunicipal 
operational units that are under the legal and administrative control of the Mayor. and \\ho:-i: 
linnncia! resources are under the legal custody and control of the Municipality·s Din::cll'r or 
Finance and Budget. as prescribed by Act No. 81 . 

l'hc Municipality"s management has considered all potential component unit~ (\\hcthcr 
governmental. not-for-protit. or profit-oriented) for which it may be financially aCClHllltabk anti 
other legally separate organizations for which the nature and significance of their relationship 
with tht: Municipality ma~ be such that e:-.clusion of their basic financial statements frotn tho't: of 
the Municipality woulcl cause the Municipality·s hasic tinancial ~tatements tn be mi<;leading. lll' 
incomplete. 

U/\SB Statement No. 14. The Fi11a11ciol RefJorti11g Entity (GASB No. 14 ). as amended. has set 
forth criteria to be considered in determining financial accountability for financial rcplwting 
pmpose~ . These criteria include appointing a voting majority of an organization's governing 
bl)d) and: (I) the ability of the Municipality to impose its will on that organization or (2) the 
pokntial for the organization to provide specific financial benefits to, or impose specilic 
linancial hurdt:ns on. the Municipality. 

On .Ill!) I. 2003. the Municipality adopted the provisions of GASB Statement Nn. 39. 
/)('f('l'llti11i11g Whet lier CC!l'tain Urgo11i=ati1111s <11'<' ( '0111p1111e11t Units - u11 An1,•11cl111<:11t 11/ < '" tsn 
Stote111e111 No. /./ ((iASB No. 39). GASB No. 39 state'> that ce1tain nrgani1.ations for which a 
pnmary government is not tinanciall) nccountable nevertheless warrant inclu~inn us part nl' till· 
financial repoiting entity because of the natme and signiticancc of their relation-..hip "ith lht: 
primary government, including. their ongoing financial suppoit 0f the primar~ go' ernmrnt and its 
other component units. 

According to tiJ\SB No. 39. a legally separate ta:\-e:\empt organization should be reportt:d as a 
d i ... crctel) presented component unit of a reporting entity if al I of the fol lowing. criteria arc n11:t: 

a. I he economic resources received or held by the separate organization are entire I~· <'r almnsl 
cntirdy for the direct benefit of the primary government. its component units. 1w it::. 
constituents. 

b. Tlw primary government, or its component unib. is entitled to. or has the:: ability to othcrn iSl' 
access. a majority of the eeonom ic re~oun::es received or held by the separalt· organi1.atillll. 

1: t'he economic resources received M held by an individual organization that 1hc -..pccilic 
primal) government. or its component units. is entitled to. or has the abilit) tn othi:rwi:.c 
access. are signi ticant to thai primai') government. 

] -l 



COMMONWEAL TH OF PUERTO RICO 
MlJNICIPALITY OF ANASCO 

Non:s To FINANCIAL STATEMENTS 

.ltlNE 30, 2007 

In additi\lll. GASB No. 39 states that other organiwtions should be evaluated as p1,tential 
c\itnponent units if they are closely related to. or tinancially integrated with. tlt1:.· primar) 
~overnment. Such types 1Jf entities may be pn:senled as either hlended or discretely presented 
c1impnnent units. depending upon how the) meet the criteria for each specitied in GASB No. 14. 

l"hc Municipality"; management has concluded that. hased on the aforementioned criteria. then: 
arc 111\ legally separate entities or organizations that should be reported as component units oi" the 
Municipality for the fiscal year ended Jurn..: 30. 2007. 

u ( i1J1·en1//l('llf-wide F1111111cial Stateme11ts 

I he accompanying. GWFS are composed of: (I) the '>tatement of nt!t as~ets and (2) the statement 
or act1 vi t1e<;. These financial c;tatements do not report t"u11d intixmatinn hut rathc:r n:pnrt 
rnformatil'n of all of the Municipality' .:; gl.wernmental activities. Thest: statement-.. arc aimed at 
presenting a broad overvit.::w of the Municipality's finances through rcpnrting. its linani.:1al 
p\hition and results of operations as a whole. using inethods thllt arc ::.imilar to those used h~ nw~t 
pnvate husines~es. 

I he focu::. of the G WFS i~ not on compliance "' ith budgets. regulatory requiremcnb or 011 t hi.' th1.' 

of available: or 1:urrc11tly e:-.pendable financial resources (referred to a~ fiscal accnuntahilit) ). hut 
@ operati1)nal acl.'Oltntability information ahout the Municipality as a single economic unit. 
Operational accountability is the Municipalit~ ·s responsibility to report to the extent to which it 
ha ~ met it~ operating o~iective;; efficiently and effectively. using all resources available for that 
purpo"1.'. It focu::.es on the Municipality' c; principal operating objective. which i" I\) pnlVidt: 
"ervice~ to its citi/elh. 

rhe nccompanying statement of net as~et~ provides short-term and long-term infonnati\\11 about 
the Municipality" :-. linancial position and condition by presenting all of the Municipali1y'" as-.ch 
and linbilitics. v.ith the difference between these two items reported a~ .. net a:-...,cts" (i.:quit) ). 
l'hi:-. ~l<ltement a::.sish management in assessing. the level of services that can be prm ided by the 
Municipality in the future. and its ability to meet its obligations as the) become du1.:. In additi\111. 
thi-; statement reports the e:\.tent to which the Munii.:ipalit) has i1H·ested in capital ;1..,..,1.·h. 

111\.'luding infrastructure. and discloses legal and contractual restriction~ \)n resource~. 

Net a ... ..,ch are classi fied in the accompanying. statement of net assets within the folll)\\ ing thret' 
categ.orie": 

• Invested in capital assets, net of related debt - These consist nf capital ;i<,:-ch. net ul 
accumulated deprec iation and amortiZ<ttion. reduced by the outstanding balanci.:~ ol' b1mch. 
n(itc:) and other deht that are attributed to the acquisition. construction \)r impnwt.::ni~nt 111" 
tlm::.e ascoets. For th<: purposes of determining the outstanding debt attributed to capital a~~ch. 
the rota! long-tt:nn debt related to the acqui ~ition. construction m imprnvement or i.:apital 
a~:-.ets have been redtu.:cd by any related unspent debt proceeds and any rdati.:d unamnrtized 
ckht i s~uance co:-.ts. 
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MllNICIPALITY OF ANASCO 

Non:s To FINANCIAL STATEl\1ENTS 

J llNE 30, 2007 

• Restricted net assets - This net as:,,et category consists of net resource.; restrictccl b) 
c:-.tcrnal partie;; (such as creditors. grnntors. contributors, laws or n:gulation~ \lr other 
gcwcrnments. etc.). or net ilssets for which constraints are imposed by con"titutional 
provision:; 1)r enabling legislation. Enabling legislation consists of legislation that authorii'e.; 
the Municipalit) to assess. levy. charge or other..,vise mandate payment or resources (from 
c.\tcrnal resource pr<widers). Enabling legislation establishes restricti1)ns if it include~ a 
leg.all) enforceable requirement that tho~e resources be used only for the specitic purpo~1.·!'\ 
:-tipulated in the legislation. 

l"he classitication of restricted net asset!) identifies resources that ha"c been rccci' cd \W 

earned by the Municipality with an explicit understanding between the M11nicipalil) and the 
re~our1.·t' provider::. that the resources v.ould be used for specific p11rp1,!'>es. Grani..... 
contributions and donations arc often given under those kinds of rnnditiun~. B1,nd 
indentures also often limit the use of bond proceeds to specific purposes. 

Internally imposed des ignations of resources, including eannarl,.ing. arc 1w1 repnrtcd :b 

rc:!)ln..:tcd net assets. These designations consist of management" s plan~ for the 11-.e 1)r 
rcc.,1.)t1rces. which arc su~ject to change at the discretion of the Municipal Legislature. 

The Municipality has reported the f1.)llowing types of restricted net <1S<;eh 111 the 
accompanying statement of net assets: 

(I) De ht .w!rl'ice - Represent net resources available In cover future debt .;;erv it.:e pa~ n11:nh 1)r 
hond.:. and notes payable. 

(2) Capital pro;ec:f.\· - Represent net resources available to finance the acqui-.ition. 
con:-.truction or improvement of major capital asset~ under 1.:1)11trat.:t <; and lllhcr 
C\1m111 itments. 

(3) Otlter .'ipec!ftetl purpo.'ie.\· - Represent net resources available from certain tedcral and 
..;tale µ.rant s. vvhich have been set as ide to carr) out severa I program::.. A bn represent net 
resources a'vailable for the pa) ment of certain accounts pa) able and con11n i11m:nts 
appro..,cd by the GO\ ernment Development Bank for Pue110 Rico (GDB). a com1wnent 
unit of the Commonwealth ~llld fiscal agent of the Munit.:ipality. 

• l nrestricted deficit This categor) consists or thr excess or liabilitie!) mer relat1.·d a~!'>Cb 

that are neither exte111ally nor legally restricted. neither invested in capitC1l a~set~. H0\\c\er. 
a~~eh repo11cd within unrestricred deticit often are de::.ignated to indicate that 111anagc1111.:nl 
cine-. not consider them to be available for general operations. As~els rcpo11cd '' ithin th i-. 
catcgo•") ofrcn have constraints that are imposed by management but can be remm ed or 
modi lied. 

VI hen both restricted and unrestricted re::.ource~ are available for use. it is the M11ni1.:ipalit~ ·.., 
Pl'lic~ to generally use restricted resources tir~I. and then unrestricted resources a~ the) arc 
needed . 
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The nccompanying statement of activities presents the results of the Municipality· s operations b) 
"how ing how the Municipality· s net assets changed during the ) ear ended .1 une 30. 2007. using a 
nd (e., pense) revenue format. This statement presents the cost or each function/program a<- \\di 
as th\.' extent to whii.:h each of the:: Municipality' s functions. programs or other ~en ice<; either 
Cl'ntributes to or draws from the Municipality' s general revenues (such as proper!) '""·~'
municipal license ta\es. construction e'cise ta,es. etc.). 

A function/program describes a group of activities that are aimed at accompli ... hing a maj1w 
-;en ice or regulatory responsibility. The functions/programs reported in the accompanying ba-; ic 
!inane ial statements are: (I) genera I government. (2) urban and economic ckvelopmcnt. (3 ) 
puhlic <;afety. ( 4) health and sanitation. (5) culture. recreation and education and (6) public 
housing and welfare:. The governmental operations of the Municipality·s departments and 
1,perational units are clac;sified \vithin the folio\\ ing functions/programs in the accompan) ing. 
basic l'inancial statements: 

Gent'ral government: 

Municipal legislature 

Mayor' s office 

Depa11mem of finance and budget 

Department 1'r human resources 

Oepa11ment of municipal secreta1') 

Oepa11ment of internal audit 

Urban and economic de\'elopment : 

Department of public "orks 
Lkpartment of tourism 

Public safety: 

Depa11ment of municipal police 
Department of emergency management 

Health and sanitation 

Department of health 

Depa11ment of sanitation 

Culture, recreation and education: 

Dcpmtment of recreation and sports 

Public housing and welfare: 

Depa11mcnt of elderly affairs 

Depa11ment of federal programs 
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I he stntement of activities demonstrates the degree to which progra111 rf!l'l!lllll!S offset direct 

er11e11SI!., of a given function/program or segments. Direct e:'l.penses are those that an: clear!) 
identifiahlc with a specific function. segment or operational unit. Th is statement report~ revenues 
in two broad categ.ories: (I) program revenues and (2) general revenues. 

Program revenues are generated directl) from a program itsel r or may come from partie!> nul'iide 
the Municipality'" ta:'l.payers or citizens. In the statement of activities. program revenue':> reduce 
the costs (expenses) of tht: function/program to arrive at the net cost of the functit)n/program that 
must be linanced from the Municipality's general revenues. The accompanying. statement of 
activities separate ly reports the following categories of program revenues: 

• Charges for services - These generally consist of exchange or exchange-like transm:ti1111!> 
involving charge!> to custllmers or applicants "'ho purchase. use or directly benefit fr<m1 the 
goods. services or privileges pro\'ided. or are otherwise directly affected by the service-... 
These include fees charged for specific ser\'ices. charges for licenses ancl permit!>. and line" 
and forfeitures. among others. 

• Program-specific capital and operating grants and contributions These Cl)llsi-.t ol 
transactions that are either mandatory or \Oluntary nonexchange transactions with oth1::r 
governments, organ iLations. or individuab that restrict the resources for use in a particular 
program. Capital grants and contributions consist of capital assets or resomces that arc 
restricted for capital purposes - tl) purchase. c:onstrm:t or renovate capital assets associatt:d 
with a specific program. Operating grants and contributions consist of resource.:; that an:
required to be used to finance the costs of operating a specific program or can he 11scd l'ithcr 
for uperating or capital purposes of a specifa: program. Restricted capital and nperating 
grant s and contributions are program revenues because they are spcciticall) attributahk to a 
program and reduce the net expense of that program to the Municipality. They arc rcpMted 
net l)f estimated uncollectible amounts. 

General revenues are the default categot') for revenues. It includes all revenues and gain-. that do 
not meet the definition of program revenues. Property taxes. municipal license ta'C!> and 
c(1nstruct ion e'c isl' t<l'-es are rcpmtcd as genera I revenues. A II other non ta:-. n:-\ enues (including 
unrco:;tricted investment earnings, grants and contributions not restricted for specific pnigrnm~ 
and Ill i~ccllaneous revenues) that do not meet the definition of program revenues arc classi li1::d "' 
general re\enues. Resources that are dedicated internally by the Municipalil) are reported :i-.. 

general revenues rather than as program revem1es. All general revenues are n:po11ecl net or 
cstinrnkd uncollcctible amounts. which are recorded as reduction of revenues rather than a-.. 
e:-.penses. 

The gent'ml gorernment function /program rcpo11ed in the accompanying statement llf acti\ itic:-.. 
im:ludes expensl:!s that are. in essence. indirect or costs of other functions/programs of the 
Municipality. E-.vcn though sornt: of th~se Cl)Sts have been charged to other funds in the (;l"'t·<.; a-. 
indin:ct co$t allocations permitted under S<)me federal programs. the Municipality ha~ rl'Jll'rh.:d 
thC!>l' indirect e'pen~e::. as direct e:\penses of the general government function. J\ccordingl). the 
Municipalit~· does not allocate ~eneral government (indirect) expenses 10 other function!>. 
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l'he effect~ of all interfund governmental activities (revenues. expenditures and other financing 
:-.ourc1.:s/usc:s among governmental funds) have be~n remo,ed from the ac1.:ompanying statement .;; 
of net a.;scts and act i' it ies. 

The Municipality classifies all or its activities as gm'l•1w11e111ct! ucliPilies in the accnmp<rnying. 
GWFS. These arc activities generally financed through ta:\.es. intergovernmental rcvemtl'~ and 
l)thcr nnnc:\.change revenues that can be used to support the M1111icipality·s programs or 't:n ice<.. 
rhc!>C governmental acti" ities are al so generally reported in the GFFS. 

l"he Municipality has no fiduciary activities.'~ hich are those in which the Municipnlity \HHtld bl' 
holding llr managing net assets for specific individuals or other external parties in accordanc1.: 
"tth trust agreements or other CU!>todial arrangements. In addition , the Municipalit~ ha~ 110 

liperattn!lS or activities that are financed and operated in a manner similar to private bu~inc<.~ 
cntcrpn~e!>. where the costs of providing goods or sen ice~ to the gcneral public (c:-.pcthc,. 
including depreciation) is financed primarily through user charges: or where the governing htid,v 
ha~ <le1.:ickd that periodic determination of revenues earned. expenses incurred. and/or nct income 
;.., appropriate for capital maimenance. public policy. management contnil. accountanilit~ . or 
Nht:r purpt)ses. 

11) Gover11111e11t11/ F1111tf Fimmcial Stuteme11ts 

A fund is ::i fiscal and accounting entity consisting of a self-balancing set of accounts 11scd to 
record a<;sets. liabilities and residual equities. deficits or balances. and changes therein. which ;m· 
<>cµ.reµ.ated for the purpose of carrying on specific activities or attaining ce11ain ol~jcctivc' i11 
accordance with G/\AP and/or spcci<1l regulations. restrictions or limitations . 

rhc accompanying. (IFFS are composed of: (I) the balance sheet - governmental funds. and i:.~} 

1h1.: ..;tatement of rewnues. t>xpenditures and changes in tltnd bal<tnces governmental fonck 

I hc~c tinanciai statements report the tinancial position and results operations of tht: 
M11nicipality"s government~l litnds by presenting sources, u<;es and balance~ of curr1:.·nt linanci:tl 
re:-.~111n.: <·~. Some of these financial statements have a hudgetary orientation and fo1.:us primari I~ 
tlll" (I) the Municipality·s major governmental ti.md~. as defined below. (::!) the li,rnl 
ac:ctn1ntabilit) and (3) the individual parts nf the Municipality· s government. l·i,cal 
acctiuntabilit~ represcnts the Municipality' s responsibility to justi(v that its actions in the curn:nt 
lisl.'.al year haw Ct)mplied with public decisions concerning the raising and ~pending or punlic 
money~ in the short term (generally one tisc<1l year). 

rite at:C\)lllpanying GFFS segregate governmental funds according to their intended IHll"j)lhl: and 
arc us1.:d in demonstrating compliance with legal. financial and contractual provision~ . I he 
m111imu111 number of governmental funds is maintained con,istent with legal and ,ett"-imp1)~ctl 
managerial reqLtirements established by the Muni1.:ipality. For tinancial reporting JHirpn~c ... . th1.: 
Municipality classifies its governmental fonds" ithin the following categories: 
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o Ge11em/fuml - The general fund is the Municipality·~ main operating and major fund. a-; 
dctined below. used to account for all financial resources and governmental acti' itie' . except 
ti.ir financial resources required to be accounted for in another fund . It is presumed that the 
Municipality"s governmental activities have been reported in the general fund e:-.ccpt for 
transaction!:> for which one of the following compelling reasons has required the use of 
aiwther fund: (I) legal requirements. (2) GAAP requirements or (3) the demands of sound 
financial administration requiring the use of a governmental fund other than the general fund. 

• Sped11/ reve11ue fuml't The special revenue funds are non major funds. as cldined hclu\\. 
used by the Municipality to account for revenues derived from grant::. lW other r~vcnm: 
:>oun.:es (other than major capital projects) that arc either self-restridcd hy the Municipalit~ 
or legally restricted by outside parties for use in specific purposes. l he u<;es and limitat ion-.. 
or each special revenue fund are <;pecilied hy municipal ordinances tir federal and '>tak' 
~tatutes. However. resources restricted to e:-.penditure for purposes normal!) financed frnm 
the general fund are reported in the Municipality·s general fund provided that all applicabk 
legal requirements are appropriately satis fied. In this case. a special revenue fond hi nccount 
for :,uch kind of transactions will be used only if legally mandated . 

• Dehl .\·eri•ice fum/ - The debt service fund is a major fund, as defined bellm. u:-.ed b) tlH: 
Municipality to account for the accumulation of resource~ for. and the payment l)f. princip:tl 
and interc:-t for: ( l) bonds and notes for'~ hich debt service payments are legally mandated In 

hl.· accounted for in a debt sen. ice fund and/or (2) general long-term debt for "hich the 
Municipality is being accumulating financial resources in advance. to pa) principal and 
interest payments maturing in future ) ears. Principal and accrued interest due on .lllly l or 
the following fiscal year related to long-term debt for ''hich debt service pa~·ment :- arc 
accmmted for in the debt service fund. are recorded as debt service fund·~ liabilities at J11n1:· 
30. if resources are available at .lune 30 for its payment. 

( ieneral long-term debt~ for which debt service payments do not invnh e the ad\'ancc 
accumulation of resources (such as obligations under capital le<1ses. compen<;ated ab:.ence-;. 
claims and judgments. and notes payable. among others) are accliunted for in the 
accompanying statement of net assets. The debt service payments t1 f such debh an~ generall~ 
accounted for in rhe general fund. 

• Capital prt~iect.-. .fwul't - Capital projects ftmd~ are major and nonmajor fund'\. a:-. defined 
bdow. used to account for the financial resources used in the acquisition or ct1nstructit1n l,r 
major capital facil ities. other assets and permanent improvements. Signiticant capital 11utla~-.. 
financed from general obligation bond proceeds are accounted for also in the capital 1m1jcch 
funds. 

Th.: use of the capital pr~jects fond!:> has been reserved for major capital acqu1<.,1t10n~ or 
con~truction activities that would distt111 tinancial resources trend data if not repnrtc.:d 
~eparatcly from the other Municipality ·s operating acti" ities. The routine purchase' or minor 
capitalizable assets (such as certain vehicles and other minor capital asset:-) have been 
reported 111 the fund from ,.,hich financi<1l resources were used for the purcha:-e . 
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rhe locu::. or tltt: GFFS is on major governmental funds. '~hich generall) reprt:senl 1he 
Munkipalit~ ·s most impo11ant funds. Accordingly. the Municipali1y is required to ~c:g.reg.ate 
g\wcrnmental fund~ between major and non major categories "ithin the GFFS. Ma.ior individual 
governmental funds are repo11ed individually as separate columns in the GFFS. while da1a from 
all 11oninajor governmental funds are aggregated into a single column. regardless of rund I ) pe. 

Li) ddi11i1ion. 1he Municipali1y"s general fond is always considered a major µm ernmcnlal li.111d 
ror linancial reporting purposes. In addition. any other governmental fund is con~idcrcd a majnr 
gm.ernmental fund if its total assets. liabi lities. revenues or e~penditures of that indi vidual 
glivcrnmental ti.Ind are at least I 0 percent or the corresponding element total (asset:,. liabili1ic-.. 
revenues or e:-\penditures) for all governmental funds. I-or the purposes of appl~ ing. tht: 
aron:mcntioncd m::1:jor fund criteria. no elimination!> of interti.md balances ha' e hecn mack. ·r \1tal 
re,cnue::. for these purposes means all revem.1e$. including operating and nonopcrating rt:vem1ec.. 
(net of allowancec, fo1 uncollectible aCCllUnts). except for other financing sources. TNal 
e~penditnres f(x these purpnses. means al I expenditures, including operating and no11operat i11g 
c\.pcndirnre'\. P\.eept for other financing nses. 

Based on the aforementioned criteria. the Municipality ·s major g.overnmenta I funds reportt:d in 
the ~H:wmpanying (1Ff-S are: {I) the general fond. {::!) the state legislative joint resnh11ions 
special revenue fund. (3) $3,421.000 loan fund. (4) and the debt service fund 

The state legislative joint resolutions special revenue fund is a major governmental fond u-.\.·d to 
account for tinancial resources derived from grants awarded each year by the Comnw1l\\ ea Ith·-.. 
Senate and House of Representatives (the Commonwealth"s Legislatme). The purpo-.t• of the 
amnunh awarded h) the Commonwealth· s Legislature vary from year to year. but an:· ge11crall) 
rcstrich~lt to: ( i) partially subsid) ce1iain qualit~1 ing. administrative and operational acli' itk.; <ir 
the M11nicipalit), (2) provide specific nwltipurpo"e services and donation~ to ciliLcns and (3) 
linance the acquisition. construction or improvement or certain capital assets (not acc1H1nh:d for 
in capita: project fonds) approved by the Commonwealth· s Legislature. 

1"11c accompanying GI-TS are accompaniell by other statements and schechtles n::quirt:d b) 
(JAAP: (I) the schedule of revenues and e~penditures - budget and actual - hHClgetar~ basis 
general l11nd. (2) the rec\mciliation of the hal<111ce sheet - governmental fund:. to the :.-ta11.:mc111 111' 
11d a~:.-cls. and ( 3) the reconciliation of the statement nf revenues. expenditures and changt:s in 
fund balances - governmental funds to the statement of activiticc,. 

I!} Mt>millrl!meul Focll.'i mu/ Ba.,·i.\· t~f Accm1111i11;.: 

Government-wide financial statements - The accompan) ing GWFS are prepared using the 
cc0nomic resources measurement focus and the accrual basis \_)f accounting. Sl1~iect to the 
addit10nal rules and limitations detailed below. revenues (including: interest inco111e) are 
genera II~ recorded "hen ;!a med and e:-.penses are general I) recorded when a I iabi I it::. i::. i 11e11rn:d. 
n:gardle-..-. of the timing of related cash \lows. 
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All revenues. expenses. gains. losses. assets and liabilities resulting from e:\change and 
C:\chanµe-lii..c transactions are generally recorded when the exchange takes place. In 1.·:\drnnµc 
transactit)ns. each pa1ty to the transaction receives and gives up essentiall) equal values. /\n 
c'chanl!.e-like transaction is one in which there is an idcntitiable e'chang.e and the \ aluc' 
c'dwnged. though related. may not be quite equal. Neve1theless. the e:\change characteristic' nr 
the e:--change-like transaction are strong enough to justify treating. it as an c:\change fo1 
accounting purposes ( e:xamples include tees for licenses and perm its. charge~ for sen- ice-.. and 
111 i<;ccl Ian en us revenues. which are recorded as revenues \\hen collected tiecause the) arc 
general!~ not measurable until actually received). 

All rcve-nucc,. expenses. gains. losses and assets resulting from nonexchange tr:rnsae1io1b an: 
n.:cnrded using the criteria set forth by GASB Statemenl No. 33. , lccm1111i11g u11cl Fi11a11C'ic1i 
/~ep111·1111g for Num:xchcmge Tra11.wc1io11.,· (GASB No. 33). \\hich the Municipality aclt)ptccl 011 

Jul~ I. 2002. GASB No. 31 established accounti!lg and reporting standards for nonc:--changc 
transactions involving cash and tinancial or capital resources (for example. nwst ta:--cs. granh and 
pri\ ate: donations). In a none:\change transaction. the Munieipalit~ give::. ( 111' r1.·cei\ c ... ) \a hie 
\\ ithout directly receiv ing (or giving) equal value in return. This is difterent from an e:--changc 
transaction. in which each part) rccei.,.e::. and gives up essential!) equal value::.. According to 
< iASB No. 33. the Municipality groups its none:\change transactil)llS into the folio\\ ing !'our 
cla '\<;es in the accompanying basic financial statements: (a) derived ta:-- revenues. (bl impn.;cd 
none,change revenues, ( c) government mandated none:xchange transactions. and (cl) vnluntar) 
nonc.":hangc transactions. 

In the ca-;e of derived ta:\ re\·enue transactions (such as municipal license ta,es), "'hid1 rc:,ult 
from as,e.;~ments the Municipalit) placi::s on e:--change transactions. receivables and rev1.•nuc-. arc 
recorded when the underlying e:\change has occurred (that generally is when the ta:\pa)er,· nd 
'"k' 11r revenue<> sul~ject to ta:\ tal-e place). 

In the case of imposed nonexchange revenue transactions (such as property ta:-.es). which rc:-.ult 
!'rnm as.;essments made b) the Municipality on nongovernmental entities. including. indi\ ich1ak 
other than as::.essments on e:\change transaction::.. recei\ ables are general I) recorded in the perind 
\\·hen an enforceable legal claim has arisen . Propert) taxe~ are generally recorded as rt:u!nucs 
(net or amount.; considered not collectible) in the period when resource-. arc relf11ired to he usi:<I 
or tile lirst period that the use of the resources is permitted. 

< io\ l'rnnH::nt-mandated none:xchange transactions (such as grants and contrihutinn-.) rc:--ult \\hen 
a g1wernmcnt at one level (such as the tederal or '\tale government) provide" re,1)Lll't:c' tn lhc 
~Vlun1c1pality and the pro' ider government n:quire~ the Municipality to use tho:-.e re::.ourc:L'' for a 
:-pi::cific purpose or purposi::~ established in the pro\'ider·s enabling legislatit111. In the~c type 1)1' 

tran:-actions. receivahles and revenue!> arc generally recorded when all cligihilit) rcquiremt:nt' 
impo-;~d by the pro\ ider have been met. For the majority of grants. the Municipality mu-;t e'pi.:nd 
res1.H1n:c-. on the :-pcci lie purpose or prqject before the provider reimburse:-. an) ~lllH)tlllb . 

Revenue i~. therefore. general!) recognized as qualifying. reimbursable e:--penditurcs arc incurred. 
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Voluntary none:-.change transactions (such as donations and certain grants and entitlemcnh) 
result from leg.is lathe or contractual agreements. other than exchanges. willingly entered into h) 
l\.\'O or more parties. In these types of transactions, receivables and revenues arc general I) 
accounted for in the same manner as government-mandated none:\drnnge transactions disrnssed 
above. Events that are neither exchange nor nonexchangc transactions are recorded when it i;;; 
probable that a loss has been incurred and the amount of loss is reasonably estimable. Rccciph 
or any type of revenue sources collected in advance for use in the following period are recorded 
a~ deferred revenues. 

A~cording to GASB No. 34. all general capital assets and the unmatured long-term liabilities an.: 
recorded only in the accompanying statement of net assets. The measurement focus and the ba-..is 
t,f m:ct)unting used in the accompanying GWFS <lifter significantly from the measurement li.icth 
and hasi.., of accounting used in the preparation of the accompanying GFFS. Thcrcforc. the 
accompanying GFFS include reconciliations. as detailed in the accompanying. table of Ct)nk'nts. 
to hettcr identity the relationship between the GWf-S and the GFFS. 

Go\'ernrnental fund financial statements - The accompanying GFFS are reported u"ing thc 
current linancial resources measurement focus and the modified accrual hasis 1)f accounting. 
Revenues arc generally recognized as soon as they are both measurable and nvailahlc. Re\ enuc-. 
arc generally considered to be available when the) are collectibk "ithin the current year or -.:oon 
enough thereafter to pa~ liabilities of the current year. For this purpose. the Municipalit~ 
Clm~ider~ most revenues to be availabk if collected within 90 days after .lune JO. 2007. c:-.ccpt 
l'c.H· property ta-.:es for which the ava ih1hility period is 60 days. Revenue source~ not meeting thi.., 
:\\ a1lahilit) criterion or collected in advance arc recorded as deterred revenues at .lune 30. 2007 . 

rhc principal revenue sources considered sU!)CCptible to accrual include proper!~ ta'\t''-· 
municipal license taxes. intergovernmental grants and contributions and interest income. Thc-.:c 
principal revenue sources meet both measurabilit) and availability criteria in the accompan) ing 
GFFS. C'\ccpt for amounts recorded as deterred revenues. 

In a manner similar to the GWFS. but <;ubject to and limited by the availabilit) criteria di-..rn""t·d 
abo,e. all revenue~. t::\penses. gains. los~es. assets and liabilities resulting from cxchang.t· and 
c:-.drnngc-like transa~tions are also generally recorded when the exchange takes placc. 
Accordingly. fees for licenses and permits. charges for services and miscellaneou~ rcvcrn1c-. art· 
recorded as revenues when collected because they are general!) not measurable until actuall~ 
1cccivcd 

All revenues. e>..penses. gains. losse!) and assets resulting from nonc:-.chnngc trnnsactions are 
rcct1rded in a similar manner to the GWFS. using the prev iously discu!)scd criteria set forth h)' 
G/\SB No. 3 ~ for none>..change transactions. hut sul~ject to and limited hy the availabilit~ criteria 
discussed above. Accord ingl) . prope11) tax and municipal I icense ta:-. r~ceivablc~ arc a 1-.u 
generall) recl'rded in the fiscal year when an enforceable legal claim has arisen while propert~ 
ta.'\ and municipal license ta:-. revenues (net of amounts considered not collcctihle) arc al-.:n 
genera II) fecorded in the fiscal) ear when re!)ources are required to be used or the tir-..t li-.cal ~car 
that tht· u-..t' of thc resources is permitted. 



• 

• 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

NOTES TO FINANCIAL STATEMENTS 

Jl1NE 30. 2007 

Kccei\ ah le~ and revenues from federal and state grants and contributions. donation!'> and 
rntitlcmenh are also g.enernll) recorded when all eligibility requirements imposed by the 
provider have been met (generally. as qualifying reimbursable expenditures an: incurred). 

lnh.:n:st income is recorded when earned onl) if collected within 90 days after year-end ~incc 
thc-,e '"ould be considered hoth measurable and availahle. 

l\s previou~ly di scu s!>ed the Municipalit) adopted the provisions of GASB Interpretation Nil. 6. 
Rn og11ition a/Ill Meo.,ure111tt11l of'(. 'ertai11 liahilitie.\ mu/ £xpe11di111re.,· in Cim'l!l'llll/\'lltal F1111d 
Fi11<111cial S1me111e11f.\ (GASBI No. 6). which modities the recognition criteria for certain 
t::\f)enditures and liabilities reported under the modi tied accrual basis 1)f accounting and daritie..; 
a m11nbcr of situations in which the Municipality <;hould distinguish between governmental l'und 
liabilities and genernl long-terrn liabilities. 

P11r~uant to the prtn isions of GASBI No. 6. e~penditures and related liabilities are generally 
recorded in the accompanying governmental fund financial statements in the accounting period 
in whith the liability is incurred. a~ under the accrual basis or accounting, but onl) to the c~lL'tll 

that they <1re normally expected to be liquidated with expendable financial re-;ourccs. 

Modilicatfons to the accrual basis of accounting in accordance with GAS Bl No. 6 include: 

• l:.mployee1;' accumulated vacation. sich. leave and compensatory time (co111pe1N1tcd 
absences) is recorded as e:\.penditure when consumed. The anw1111t or the unpaid 
cnmpensated absences has bee::n repo11ed only in the accompanying statements of net a:-.-;eb . 

• P1 incipal and interest on bonds and notes pa) able are recorded "'hen they mature { whi:n 
paym~nt is due). except for principal and interest due in Jul) 1 of the following fi scal )Car. 

which are recorded when resources are available in the debt service fund (generally .luni: 30). 

• Obligations under capital leases. amounts subject to claims and judgments under litig.ation 
and other long-term obligations are recorded only"' hen they mature (when payment i-, ducl . 

• Accounts payable ancl accrued liabilities n0t e:\.pected to be liquidated with availahl~ and 
expendnble linancial resomces are recorded in the accompan) ing 'tatement of net a~~l!h h11t 
not in the governmental funds. 

• 1.xccutory purchase orders and contracts me recorded as a reservation of fund ha lance in thi: 
llffS. 

Liabilitic~ oubide the bound~ of the!>e e:-.ceptions or modification~ are reported as gt)\ ernmcntal 
fund liabilities when incurred (including salaries, professional services. supplie-;. utilitii:-,. etc .) 
-,ince these liabilities normally are paid in a timely manner and in full from current linancial 
rt.'!-llllt'Ce~ . 
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!'he measurement focus or the GFl-'S is on decreases in net financial resource'\ (e~penditurc~) 
rntlll·r than c~penses . Most e'penditure!> are measurable and are recorded when the rclntcd 
governmental fund liability is incurred. Allocation of costs, such a<. depn.xiatil'n and 
an1l,rtit.ation. are recorded in the accompanying statement of activities. but are not recorded in the 
accompanying GFFS. 

Undcr the linancial reporting model established by GASB No. 34. all general capital 
assets and the unmatured long-term liabilities (determined using the modified accrual 
basis of accounting) are no longer reported in account groups within the governmental 
fund balance sheet but are incorporated into the accompanying statement or net assets . 

.f) Stt!ll'llrtl.\·ltip, Cllmpli1111c:e mu/ Accm111tahili(11 

Budgetary Control 

According to the Autonomous Municipalities Act of the Commo1nvealth of l't11.:rll1 Ri<.:tl. the 
May0r and its Administrative Cabinet prepare annual budgets each ti::.cal year for the 
Municipality' s general fund and debt service fund. Such legally adopted budgets are ha,cd l)n 
c'peded expenditures by program and estimated resources by source for both fond~ . rhc annual 
hudg.ets are developed using elements of performance-based program budgeting and lt:rn-hased 
b11dgrt ing. and include estimates of revenues and other resources for the ensuing Ii seal year unckr 
law~ Fmd regulations e:-.isting at the time the budget is prepared. 

rhe Ma~ or must subm 1t an annual budgetary resolution pr~ject (the Project) t0 the Comm i-..~ioncr 
l)f Municipal Atlair~ of Puerto Rico (the Commissioner) and the Municipal 1.egi:-.laturc no later 
than each May I 0 and Ma) 15. respective!) . The Commissioner preliminar~· veritic~ that the 
Pr~jrct complies with all the applicable laws and regulations and may provide wmn11:nh and 
"u~gestions to the Mayor on or before each .lune 13. 

I he Municipal Legislature has l 0 business days. up to .lune 13. to discuss and appnwc..' the 
Pn~jcct with modification~. The Municipal Legislature may amend the budgets <;ubmitted h~ the 
Ma)nr nut ma~' not mcrease any items so far to cause a deficit without impnsing ta'\C.:'- or 
identifying other sources of revenue to cover such deficit. After the Munkipal I .cg.i-,laturc 
111\)ditie~ and preliminarily approves the Project. the modilied Pr~ject is sent bad~ to the Mayor 
li.ir his approval or rejeetion within 6 days. The Mayor may decrease or eliminate any line item 
but may not increase or insert any new line item in the budgets. The Ma)or may al<\1) veto rhe 
h11dgeb in their entirety and return it to the Municipal Legislature "' ith hi~ objections. Ir the 
Mayor r~jects the Project. the Municipal Legislature will have up to 8 days to adopt or rcjcl'.t the 
rcl'.ommendations or ol:>jections of the Mayor. The approved Pr~ject is sent again to the M:i) l1r. 
,.,,.ha:h then would have 3 days to sign and approve it. 

Ir the bud~eb are not adopted prior to the end of the deadlines referred to ab(we. the annual 
budget:- fN the preceding ti s~al ) ear. a~ appnl\ t!d by the Legislature and the Ma) l'r. ;m· 
automaticall) rene"'ed for the ensuing fiscal year until the Municipal Legislature and the May1'1 
:1pprnve rn:v. budgets. This perm its the Municipality to continue ma1'.ing pa) mcnh for 1h 
operations and other purpo~es until the ne"" budgets are approved. 
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'l lte annual budgets may be updated for any estimate revisions as well as )ear-end ern:umbram:e .... 
and nm) include any additional information requested by the Municipal Legislature. £'he Ma~· or 
ma) request subsequent amendments to the approved budgets. which are subject to the approval 
of the Municipal Legislature. 

rhe Municipalit) · :> Department of Finance and Budget has the responsibilit) to ensure that 
hudgeta1) spending control is maintained. For day-to-day management control. expenditures plu::. 
encumbrances may not exceed budgeted amounts at the expenditure-type level ot' each co<\t 
center (activity within a program within a fund). The Mayor ma)' transfer unencumberl'cl 
appropriations within programs within fonds. The Municipal I .egislature may trnn-;fer amounb 
among programs within and among funds. 

The legal level of budgetary control ( i.t: .. the level at \\ hich expenditures may not kg.ally e:-..cecd 
appropriation) is at the functions/program level (general government . urban and ec1)11111111c 
development. public safety. health and sanitation. culture. recreation and eclucatiun. and p11hlic 
housing and welfare) within a fund. 

Under the law~ and regulations of the Commonwealth. the appropriation~ made for a11~1 ti .... cal 
~car shall not e:-..cced the total revenue. including available surplus. estimated for :-.aid ti::.cal )e:tr 
unlc::.s the imposition of taxes sufficient to cover said appropriations is provided. 

Budgctarv Accounting 

1 he Munic ipality"s annual budgets are prepared under the budgetary (statutory) ha~ i~ 1)1' 
acco1111ting. which is not in accordance \.vith GAAP. 

According to the budgeta1y basis of accounting. revenue is generally recorded when ca:-.h i-. 
rccci\ eel. Short-term and long-term borrowings may be used to tinance butlgetar) c:-..ce<;:-. \)r 
c~pcnditures over revenues. 

The Mun icipality uses encumbrance accounting to record the full amount or purcha~e lWtlcrs. 
c11111racts <ind other commitments or appropriated resources as deductionc; from the appwpriat i1)11 
pnor to actual e:-..penditure. In the governmental funds. encumbrance accounting i:-. a signilicant 
aspect of hudg.etar) control. Accordingly. e:-..penditures are generally recorded when the n:latecl 
c:-..penditure is incurred or encumbered. Available appropriations and encumbrance-.. arc 
c .... tabli:-.hed to lapse one year al1er the end of the fiscal year. Amounts required to sen le daim:-. 
and judgments against the Municipality, and ce11ain other liabilities, are not recogniz~d until they 
are t'l1Ct1111herc:d or otherwise processed for payment. Unencumbered appropriati1)1lS and 
encumbrances lapse at year-end. Other appropriations. mainly capital projects :-ippropriati1rn". 
arc continuing accounts for which the Municipal Legis lature has authorized that Rn un'>pent 
balance from the prior year be carried forward and made available for current spending.. 

The accompan! ing budgeta1') comparison schedule provides information about the general fund·._ 
11rig.inal b11dget. the amendments made to such budget. and the actual genernl ti111cl" ... rc :-.ulh ol' 
operation:-. under the budgetary basis of accounting for the fi scal year ended .lune 30. 2007. 
Further details 11f the Municipality"s budgetar~ control at the legal level may he obtained from the 
13udgel'ar) Liquidation Report for the fiscal year ended .lune 30, 2007. which is prepared b~ thc 
Municipality" s Department of Finance and Budget. Copies of that repn1t ma) be obrnined O) 
\H1ting tn the Municipality's Director of Finance and Budget. 
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/\ccounting principles applkd for purposes of developing data on a hudgetary ha~ is differ 
c;iunitiumtly from those used to present the !!Overnmental fund financial statements in conli.mnity I:"' • ~ 

with GAAP. Accordingly. the accompanying budgetary comparison schedule i::. accompanied h~· 
a reconciliation of the differences between the budgetary basis and UAAP actual amounts. 

!'he Munic ipality does not legally adopt budgets for the state legislative joint resolutions capital 
fund. The tinancial resources received by these funds are not subject to budgeting h~ the 
Munic ipa lity since the resources received each year from the respective grantms varie-.. from ~car 
Ill )Car. and the respective amounts are granted at their discretion. 

::) U11re.wricted 11111/ Re.'litricted Depo.'liil.'i 

!'he Mun1cipalit) ·s deposit~ are composed of cash on hand. demand deposit::, and cash 
equivalent:- in : (I) commercial banks. and ( 2) the Government Development Bank llW Puertc1 
Rico (GDR). a governmental bank and a major component unit of the Co1nmom,1.·alth. who i..; 
statutoril) designated as fiscal agent of the Municipality, a governmental t'ntity n::-.:;pnn si hle lix 
tht' imposition and collection of property taxes on behalf of all municipalities of Puerto Rico. 

I he Municipality follO\\·S the practice of pooling cash. fhc balance in the pooled ca~h acctitmt 1-.. 
available to meet current l)perating requirements. Under the laws and reg.ulatinn :- 11f the 
Comnw1rnea lth, public funds deposited by the Municip::1lit) in commercial bank::. mu:-t he foll) 
collatcraliLcd for the amounts deposited in excess of the federal depository insurance generally 
prO\ ided h) the Federa! Deposits Insurance Corporation <FDIC). All secmities pledged as 
Cl)llatcral arc held b)' agents designated b) the Secretary of the Treasury of the C'omnwnwcalth. 
but not in the Municipality·s name. 

Cash with ti seal agent in the debt servi~e funds consists of prope11y ta~ collection::. amounting to 
1i 1.830.1 12. which are restricted for the payment of the Municipality's debt service. as rt·quired 
b~ la" . Cash in fiscal agent in the $3,42 1.000 loan fund amounting to $2.1 I 0. 791. which arc 
restricted for the payment certain accounts payable and specific commitment::.. previous!)· agreed 
'" ith and approved b) G DB. Cash in fiscal agent recorded in the nonmajor governmental fund-.. 
amounting. to $857.079. which are restricted for: (I) tht> acqub.ition. construction or imprn,cmcnt 
of major capital as::,cts and (2) the operations of federal and state funded prngram:-.. 

Restricted cash 1n commen.:i:-il banb for rhe state legislative joint resolutions -..pecial rc,·cnuc 
rund and the other governmental funds. amounting to $1.288.496 and $285.113 respectively. 
restncted to: (I) finance the operations of al I other federal and state funded programs recorded in 
the nonmajor special revenue funds. (2) finance the acquisition. construction and imp1wvemt::nt llf 

111a_j1)r capital assets. 

It) Uure.'lilricted and Re.'litrictt!d An·o1111f.'i """Note.~ Rel'eivahle 

I 11 the a.::cotnpan~ ing G W FS. receivable~ consist of all revenues earned but not colkctecl at June 
\0. 20(17 . Major rcce1vabk balance~ for the governmental activitie:. incluck municipal liccn..;c 
ta'c~ . property ta:xc-.. and 111terg.overnmental receivables. 

r,., reccivahles in the general fund represent uncollected property ta:-..es and municipal lice11:-.c 
la~cs . Restricted ta>.. receivables in the debt service fund consist of uncollected proper!) ta:>.c!'-. 
"hich are reo;tricted for the payment of the Municipality·s debt service. as established b~ law. 
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lntergovt::rnmental ;·eceivables are composed of amounts owed to the Municipality for 
reimbursement of e:-.penditures incurred pursuant to federal and state funded programs ( reconlcd 
in the general fund. special revenue funds and capital project funds). 

The accounts receivable are stated net of estimated allowances for uncollectible account<.. "hich 
arl' determined. based upon past collection e:-.perience. historical trends. current ecnnnmic 
Cl'llditio11~ and the periodic agin)!. of accounts receivable. 

l\cti\ i tie~ among funds that are representative of lending/borrowing arrangements outstandinµ at 
the end of the tiscal year nre referred to as either "'due to/from other funds·· (i .e. the current 
portion lir interfund loans) or .. ad vances to/from other funds .. (i.e .. the non-current port ion of 
i11to.:rli.111d loans). All other outstanding balances between funds are reported a' --due tl)/frt)m \)tho.:r 
fund~:· /\dvances between funds. as repo1ted in the GFFS. are off<>et b) a fond balance re-.erve 
account in applicable governmental funds to indicate that the) are not available fr1r appropriatitm 
and are not c:-;pendable available financial resource!>. 

i ) Def erred Clwr;.:e.~ 

j) 

Deferred charges capitalized 111 the accompanying statement or net assets consist of bond 
i-.suance costs. net or accumulated amortization. Deferred charges are ainorti7.ed over the term ur 
the related debt using the straight-I ine method. In the G FFS, bond issuance cost!> arc rccogn izo.:d 
in the current period as expenditures. whether or not withheld from the actual debt prol·eo.:d-. 
received. 

Capitul A.\'.\'t!I.'> 

Capital a::.:-.ds used in gtivernmental acti\ ities include land and land improvement!>. building~. 
'>trncture::. and building improvements. machiner) and equipment. furniture and fixtures. licen<>cd 
H:hiclc::. c1)nstructinn in progress, and infrastnicture. These assets are capitalized and rcpnrtt'd in 
the accompan) ing statement of net as::.ets . Infrastructure assets are gener<1lly stationar) in naturo.: 
and rnc 1 ude roads. bridges. streets and sidewalk$. drainage systems and other :-.im i lar asset-.. 

For linancial reporting purposes. the Municipality defines o.:apital a::.set::. a:. as~cb \\·ith an 
individual cost of $500 or more at the date nf acquisition or construction. and ''ith usl.·ful li ve:. 
e'tending beyond one year. All ac;sets with individual costs under $500 or with useful Ii\ cs not 
e'cccdini;. llllC year. are charged directly to e.,pense in the accompanying <>tatcment nf activ itic-.. 
111 the ~overnmental funds. all capital assets are recorded as capital outlays (e:-..pcnditures). 

In the statement of net assets. all capital assets are recorded at cost. except for donated capital 
a-.seb. '" hich are recorded at their estimated fair value at the date of donation. 

r -;trnwtcd hi::.torical cost if actual cost was unavailable based on deflated current co::.b ''cro.: u:-.ed 
to valuo.: a ::.ignificant po11ion of the infrastructure constructed or acquired prior to .lune 30. 2002. 
l'he method to detlate the currc:nt costs u-;ing. an approximate price inde:-- was used onl~ in the 
case of certain item::. fo:· which their historical cost documentation was not available . l\ctual 
historical cost::. \Vere u::.ed 10 \alue the infrasiructure. land. building.. :.trm:turec;. huildi11~ 

improvement~. construction in pr0gress. machincr) and equipment and licen~ed H'hick-. 
ctHlStruct~d or acquired during or after the year ended June 30. 2003. 
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M<~ior outlays for capital assets and improvements are capitalized in the statement of net a%d<; a~ 
projc.xts are constructed. The costs of normal maintenance and repairs that do not add 'alue to 
the.: a"set or materially c:-.tend capital asset lives are not capitalized. 

Depreciation and amortizat ion e:\pense is recorded onl) in the government-wide statement of 
activitic::.. However. then~ is no depreciation or amortization recorded for land and const111ction-
111 -progres::.. Depreciable capital assets are genernlly depreciated or amortized over thc.:ir 
estimated useful lives under the straight line method. e:\cept for machinery and equipment hdd 
under capital leases which is depreciated over the shorter of its estimated useful life or the kasc.: 
term . rhe estimated useful li ves of major capital asset categories are: 

Land i m prO\ements 

Buildings. strnctures and building imprcwemenb 

Infrastructure 

I icensed vehicles 

Furniture and lixtures 

Machinery and equipment. excluding those 

held under capital leases 

20 

JO to 50 

20 to 50 

8 

5 to 20 

5 to 20 

Deprc.:ciation and amortization expense on capital assets are recorded as direct expenses of the.: 
l11ndion/program specifically identified with the asset . Depreciation and amortin1tion of 
1nfrastructurt: is not allocated to various functions/programs but reported as direct e:--pen..,es or 
the urban and economic development function . 

k) Deferred Re••e11ue.\· 

rhc Municipal ity reports deferred revenue on its GFFS and GWFS. In the GIT S. dcli.:rn:d 
r~\ enue arises when: 

• Potential revenue does not meet both the .. measurable .. and .. available .. criteria lor rcvc.:nuc.: 
recognition in the current period. As previously discussed. available is defined a::. du1.· ((lr 
pa~t dud al June 30. and collected \\ ithin 90 da)" ( 60 da) s for property ta:\e~ ) thcn:al"tt.:r h1 

pa~ obii~a1 1ons due at .lune 30. or: 

• lhe Municipality receives resources before it has a legal claim to them. In ~uhsequcnt 
periods. "' 11en the revenue recognition criterion is met. the I iabil ity for deterred re' c.:nuc '" 
renwvcd and re' enue 1<> recognized. 

Pefcrrcd revenues at the government-wide level arise onl~ when the Municipality rc.:c1.·1w -. 
rc,nurLT:- before i: ha<; a legal claim to them. 
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Compe11.rnted A hse11ces 

Compensaced absences are accounted for under the provisions of Statement No. 16. Acco11111i11g 
for ( 'u1111"mwll.'d Ah.w:nces. issued b~ GASB (GASB No. 16 ). Compensated absences include 
paid time off made available Lo employees in connection "ith vacation. sid, lt:ave and 
l:l'rnpcnsatory time. The liability for compensated absences recorded in the accompan) ing 
~Latemenl of net assets is limited Lo leave that: (I) is attributable to service::. alread~ rcnckrt·d nn 
or before June 30. 2001 and (2) is not contingent on a specific event (such as illnc,~ ) that j, 

oubide the control of the Municipality and the employee. The liability for compensated ah"cnccs 
111cludt!" salary-related costs. which are direct I)' and incrementally related Lo the amount l,r 'alar) 
paid to the employee (such as employer·s share of social security taxes and mcdicarc ta~es). 

f'l1c \acation policy ol"the Municipalit) i~ established by law and provides for the accumulation 
ot regular \'acations at a rate of 2.5 days per month (30 days per year) per employee. Lmplo~ ec:. 
:h:cumulate regular sic!,. leave at a rate of 1.5 days per month ( 18 days per ) car). Em pk'~ cc:. 
accumulate compensatory time at a rate or 1.5 times the llVertime worked .. All vacatil'n and sick 
kave da) ~accumulated b) employees in e~cess of 30 days and 90 day~. rcspccti\ el). arc paid In 

employees each year. if not consumed. as required by law. In the case of compensator) time. the 
e-'cc-;:. of 240 hours is paid to employees each year. it not consumed. 

Up1in termination of employment. an employee receives compensation for all accumulakd 
unpaid regular vacation leave at the current rnte. In the case of regular sick leave. if th1.: 
employee terminate::. his or her employment with the Municipality before reaching. 10 ~ear-. l'r 
~erviccs. ~uch regular sick leave i-; not paid to the emplO) ec. if not consumed. Upon ter111ina1inn 
ot employment. an employee does not recei ve compensation for compensatory time. ii' 1wt 
consumed. After 10 ) ears of -;ervices any regular sic!,. leave balancc is paid to the empll,~cc. 
Accnmulated vacation time i-; foll) vested to the employee at any time. 

l'he liability for compensated absences is repolled in the statement of net as:.cts. A liabilit\ for 
compensated absences is reported in the GFFS only if they have matured. for e\a111plc. cl:. a rc-.ult 
or CmplO)'eC resignations and rel irements. 

111) l . 011;:-term Debt 

!'ht· long-term liabilities repo11ed in the accompanying c;tatements of net asset-. incl11dc the 
Municipal it) ·s bonds. nott!s. obligation under capital leases. ccnnpensated absences. 1.:stinrnkd l\H· 
la11dlill clo~ure and postclosure care co,a::. and legal claims and judgment<;. 

All long-term debt to be repaid from governmental resources is reported as liabilities in the 
accompanying statement of net assets. Principal and interest payments on bonds due in Jul) I l)r 
the l~illnv.ing fiscal year are recorded as fund linbilities in the GFFS when resources nre a'ailanlc 
in the debt service fund (general!) at June 30). In the GFF~. the face amount or dent i-.sul.'d j, 

reported as other linancing sources when is::.uecl. 

In th!:! GWFS debt issuance costs are reported as deferred charges and are anwrti1.cd under tltc 
~traid1t- linc method OH~r the life of the debt while in the GFFS such cost:. are rcco!!ni1.ecl a-. - ' 
e\pcnditures during the current peri0d. 
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!'he Mun icipality also obtains medical insurance coverage for its employee~ . r he current 
in:-urance policies ha\.e not been canceled or terminated at .lune 30, 2007. In the past three ~ear .... 
the Municipality has not settled claims that e:--..ceeded insurance coverage. 

p) Ne.\(tr\'tltimu td F1111d Balmu:e.'i 

Reservations of fund balances represent portions of fund balances that are legally ~egrcgatcd for 
specific future uses or are not appropriated for e:-.penditure . The Municipality has the l"ollowing. 
I) pc~ ol" reservations of fund balances: 

• £11c11mhrmtces Represent future e:\penditures under purchase orders, contracts and other 
commitments. These committed amnunts represent resenations of une:-.pired appropria1i111h 
and generally will become liabilities in future periods as the goods or sen· ice~ are recci\(:d. 

• Capital Project.\· - Represent the reservation 0f amounts to be used for future c:-.pc:nditurc" 
for capital projects under contracts and other commitments. These eommi11ed anH11111h 
generally will become liabilities in future periods as the projects are completed. 

• Deht Sen•in! - Repre~ent fund balances available to finance future debt service paymenh. 

• Ad"'mce.'>- Represent the re~ervati()tl ()f resources set aside for long-term accnunl~. 1wh.:" and 
intcrfund receivables. which are not considered current available financial re$mirce .... 

• Otlter Specified Purpo.\·es ·- Represent resources set aside for use in tederal and ..;tatc grant 
pwgrams accounted for in rhe spec ial reH~nue funds. 

q) /11terf 111ul Actfritie.'i 

J>cnnanent reallocation:- of resources among the Municipality"s funds are clas~iticd as intcrfund 
trnnsli::r::-. The Municipalit) has the follr1wi11g types of activitie recorded among, fond <: in the 
accornpan~ ing GFFS: 

• Operati11g Tra11.~fen; - Represent kg.all) required transfers that arc reported when i11currec1 
as .. operating. transfers-in .. by the recipient fund and as .. operating tran~fer-0111" · h~ th1;,: 
dbhursing fund . 

• /111m-e11tity Activities - Represent transfers among fonds that arc repo11ed <b inh:.:rfund 
transfers with receivables and pa:ables presented as amount~ due to and due fron1 11thcr 
hmd::-

• Atlwmce.\ - Represent amount:, ad' anced among fond~. which arc nnt cons ich.:red 111 he 
currently available tinancial resource-;. 

In th!.! CiH':. mterfund activity has not bt:en eliminated. as permitted b) (jAAI>. 
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fhe preparation of the accompanying basic financial statements in conformit) with Ci/\AI' 
n.:qu in:s management to make significant estimates and assumptions that artect the rL·portcd 
amounts 01· assets and liabilities and the disclosure of contingent assets and liabilities at the date 
or the basic financial statements. and the reported amounts of revenue and e:-..pcnses clurin~ the 
reporting period. Actual results could differ from those estimates . 

. \) ll11111idp11/ Solid W11.'ite Lt11u(/il/ Clo.mre t111d />o.'itdo.\·11re Cure Co.W.\ 

Municipal !>olid waste landfill closure and postclosure care costs arc accounted for under the 
prov i~i~)n ::. of Statement No. I 8. Acc:11unti11g for 1W1111icipal Solid W""/e J.011<//i// C/11.\/ll'<' and 
l'osldll.\11rc Care Cosls. issued by GASB (GASB No. 18). 

I he c:stimated liahility for municipal solic.I waste landtill closure and postclo:-u n: care n)'b 

(includin~ monitoring and m<1intenance) includes an estimate ('fall C1):.t!> to bl' incurred near nr 
alter the close of the Municipality' s solid waste landtill. In the government-"' idc statement nr 
net as~ets. this liabi I ity i!> recogn iLed under the accrua I basis of accounting over the u::..efo I Ii k or 
the land Ii II. even though such costs will on!) be incurred near of atter the close of the land Ii II. 

The e-;timate~ of closing and postclosing cosb include: ( l) the cost of equipment and/or foditic' 
that will he acquired near the time the landfill stops accepting waste or alter for the purpnsc .... or 
postclo~u1 t' care and monitoring. (2) the co<;t t)f applying the lina I cover and (3) till· co .... 1 or 
po:-tclo~ure maintenance and monitoring. These cost estimates are made using current CO!>h 

(cost' that would br incurred if these services would have been obtained during th'-· cu1TL'lll 
peri1ld) allocated in the accompanying statement of net assets based on the land Ii II l.'apacit) ll'-l'd 
through June 30. l007. The liabilit) is adjusted annually to reflect the t:flect<; or inflation. 
advances in teclmology. changes in regulations or similar changes. 

!\n~ changes in the estimated total current costs that occur before the landlill stop::. m:ccpting. 
solid wa-;te arc reported in the period of the change~. ancl an adjustment is made In the 
cakulat1on. which is accounted for prospectively as a change in accounting e~timatt:. < >11 thL· 
other hand. the accounting fi.)r a horizontal expansion of the landfill has no cfl~ct in the factnr .... 
u:-cd to calculate rhe accrued liability for the closure and postclosure co~ts or the original land Ii II. 
In thi~ case. a separate calculi11ion of the closure and postclosun: care C1)sb l(lr tho: 1:·,pa11dt:cl 
portion of the landfill is made for each financial reporting period. 

Changes in the estimated total current costs for landlill closure and postclo-;urc care co'>l'i ma~ 
ab1l occur after the date that the landfill stops accepting solid waste. These changes inay include 
change~ due to inflation (or deflation). changes in technolog). changes in closure and 1w .... tclo<;uro.: 
care requirements. corrections of errors in estimation. and changes in the C\.tent or cnvi ronmc11t;1l 
remediation that is required. Changes in these estimate~ would be reported in the period in 
'' hich !lie change is probable and reasonably estimable. 

In the GFFS. municipal solid waste landfill closure and postclosure care cosb arc rcrnrdcd in the 
accounting period in which the) are due (\\hen tlll~) mature) under the modilicd accrual ba ... is or 
aee(lUllt mg. 
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2. Of.POSITS 

COMMONWEALTH OF PUF.RTO RICO 
MUNICIPALITY OF ANASCO 

NOTES TO FINANCIAL STATEMENTS 
.h!NE 30. 2007 

I he Mun i1:1pal ity maintains its deposits in variou" ..:ommercial banks located in Puer1<1 Ri..:11 and 
(jl)l3. Proceed~ from bonds and funds related to certain grant a'' ards are requirt:d b~ lci\\ t11 he hdd 
with <JL)B. 

The balances deposited in commercial banls are insured by the Federal Deposit Insurance 
Corporation (FDIC) generally up to a max imum of $100.000 per depositor. Under the la\\,' a11<l 
re~ulations llf the Commonv.ealth. public fund~ deposited in commercial banks tnu~t be fully 
..:ollaterali1.ed for the amounts deposited in e'ce~s of the federal depositor) insurance. All ..;ccuritic" 
pledged"" collateral are held. in the Municipality·s name. b) the agents of the Co1111non,vc:il1h·.., 
Secrdar~ of Treasm,:v. Deposits with G DB are uninsured and uncollaterali1cd. However. nn lo.;..,cs 
re lated to default~ hy GOB on deposit transactions have been incmred h) the Municipality through 
.lune 30. 200 7. 

Cash and cash equ iva lents as of .lnnc 30. 2007. an~ classified in the accompanying linancial ..;tah:menl 
a.; folio\\ s: 

l •t1n'"'\frH'h:d: 
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tol \ t• ~' t1)a1 
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_ l'untl _ funtl ~- fond 

' ' IJh 01 1 
: l~h 111 1 

'). '11 .. 011 
• I ~t. 1111 ---------- --------

1t,·,1ru·1t·1I· 
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I I 1: 1 't~ 

1 etXU I:•, 

I 11IS (H I' 
,, 1·~ 1 q 

I l -l ' I',. _:::_ .... ::..~.!_I 1_:_ 

Pur:;uant to th<:: Statement of I nveslment Guidelines frir the Government of the ClHll nHm\\..:alth ,,r 
Puert\) Rico. 1h~ Municipality may invest in ohligations of the Common\o\ealth. obligations of 1h1: 
United States t)f America. certificates of deposit. commercial paper. bankers· acceptanct:s. llr in pt)\ll' 
or 1)bligation!> of the municipalities or Puc110 Rico. which are managed by GDB. 

3. MtJNICIPAL LICENSE TAXES 

l'hc M1micip<1lity is authorized by Law No. 113 of July 10. 197-t as amended to impose and collt.:1:1 
municipal license taxes on all trade or business activities opernted b) an) natura l or leg.al pt.:r..;011 
wi1hi11 the territorial area of Aiiasco. This is a self.-asse~sed ta:-. ge11crally hasecl on the blhi11..:-.~ 

"'' 111 111~ measured by g.ro..;s sales. The Municipality establishes the applicable ta:-. rnl..:\. At .Inn..: ~O. 
2007. the munic ipal ta:-. rates imposed by the Munieipality were l .50% for tinancing. i11 '.'>tit11 tin11 '.'> and 
0.50% for tither !~ pe!> of ta:-. payers. An) ta:-. payer~ that have been :;.ranted with partial ta\ 
\:\cmptillll'- under any nf the incentive ta.\ laws of the Commonweal th ultimate!) pa) municipal 
I iccn:-e ta:-..1:::. at reduced tax rates. generally between 600,'o and C)Q% under standarcl rate,. 
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COMMONWEAL TH OF PUERTO RICO 
MLJNICIPALITV OF ANASCO 

NOTES TO FINANCIAL STATEMENTS 

JtrNE 30, 2007 

Lach Im.payer must asses his/her corresponding municipal license tax by declaring hb/her V()lumc or 
busine-.s through a ta:-. return to he tiled every April I 5 based on the actual volume of business 
generated in the preceding calendar year. Taxpayers with a sales volume of $1 million or nwn:: must 
1111.:lude audited financial statements with their tax returns. The tax can be paid by the taxpa) er in tw1) 
equal in-;tallments due on Jul) I 5 and January 15. subsequent to rhc filing of the declaration. I he 
first installment of the tax wvers the six-month period ended December 31. subsequent to th<: riling 
elate or the declaration. while the second installment of the tax covers the six-month period 1.:ndcd 
.lune 30 of the subsequent calendar year. If a taxpayer elects to pay the tax in full on the Ii ling. date 
or the declaration (generally April 15). a 5% discount is granted automatically till the total ta' 
amount due. 

An:- nHrnicipal licen~e taxes collected in advance (that is. pertaining. to a future period) arc rec11rded 
a::- deterred revenues. Deferred municipal license tax revenues recorded in the accrnnpan)ing. GWFS 
:md (,Fl· S anwunted to $1.486.240 at June :>O. 2007. '"hi ch represents municipal I icen-.c-. collcctcd in 
ad' arn.:c for the iaxable year 2007-2008. 

-4. PU.OPERTY TAXES 

1'11(' Municipality is authorized by Law No. 83 or August 30. 1991 as amended to impn!>C and cnllcct 
personal and real property ta:-.es. Under the laws and regulations of the Common-..,ealth. per-.onal 
property ta:-.es can be imposed to any natural or legal person that at January I of each year i<.. cng.agcd 
in trade or bu ... iness and is the owner of personal property used in trade or business. 

Personal prnpcrty ta>.es are self-assessed by taxpa)ers every )ear generally using the hoo"- value 1)f 
personal prope1ty assets owned b_y the ta:-..payer at .lanuat") I (assessment date) and n::port ing such 
ta,abk 'alue through a personal propert~ tax return Ii led on Ma~· 15 subsequent tu the a~<;L·-.smL·nt 

date. l"hc tntal personal property ta:-. rate in force at .lune 30. 2007 was 6.28% (of \\hich ta,pa)c•"• 
p<t~ 6.08% and 0.20% is reimbursed by the Depa1tment of Treasury). Rc:!al propert~ taxc ... ;1rc 
a ....... c,.sed b~ CRIM. The assessment on real proper!) is made every .lanuar~ I and is ba ... cd on 
estimated current values of the property deflated to 1957 mar"-ei pril.'.es. The total real prnpcrt~ ta' 
rntc in fl)rce at .lune 30. 2007 was 8.28% (nf which 8.08% is paid b)· taxpayers and 0.20%, i-. 
reimhur .... ccl h.v the Department of Treasury). 

Rt:s1dential real propeti)' occupied by its nwner is e:-.ernpt by law from proper!~ rnxes nn the lirst 
$1 ~.000 of the assessed va lue (lt 1957 mar"-et prices). ror such exempt amounts. the Department nf 
I rea .... ut") assumes payment of the basic ta:-.. (-l% and 6<Yo for personal and rea I property. respect i\ el) ) 
to the Municipality. except for property assessed of less than $3.500 (at 1957 marl-.d price ... ). li1r 
'"hich 1111 payment i~ made. 

CRIM i:-. responsible for the billing and collections of real and personal property taxc:-.. on behalf nr 
the Munic ipality. Prior to the beginning of each fi scal year. CRIM informs the Municipality of the 
estimated amount 0f property ta>. expected tn be collected for the ensuing fiscal year. Throughout 
the year. CRIM advances fund~ to the Municipality based on the initial estimated rnllecti~1n-.. CRIM 
is required by law tu prepare a 5ettlernent statement on a fiscal year basis. wherehy a cornpari .... on i-. 
made bet\\ccn the amounts advanced to the Municipality and amounts actual!) collected from 
ta:-.payers. Thb settlement ha~ to be completed on a preliminary basis not later than each Dccemht:r 
.i I. If CRIM remits to the Municipality property tll\. ad\'Cmces. \\hich arc less than the propnt." la:\ 

m:tuall~ collected. an addit ional propert) tax receivable is recorded at June 30. 1-lo\\.Cver. if ach ancl.'.-. 
c:--1.:eed the amount actually collected by CRIM. an intergovernmental payable is recorded at .lune lO. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

NOTES TO FINANCIAL STATEMENTS 
.Jl1NE 30, 2007 

I .<m No. 83 provides for the levy of an annual special tax of 1.03'Vo of the assesc;ed ':ilui.:: 11f all real 
and pcrsonal rrope11y not e:-.onerated from taxation. Such special ta:-. is levied and colkctcd b~ 
CRIM. ('\)llections of this "pecial ta:-. are remitted to the Commonwealth"s debt <;ervicc fund ror 
pa) nh!nt of debt service on general obligations of the Commonwealth. 

In addition. 1.25% of the total personal and real property taxes collected by CRIM is restricted li:1r 
thc Municipalit) ·s debt <;ervke requirements and is retained by GOB for such purposes. 

rhe Additional Lottery Syste111 of the Commonwealth tthe ··Additional Lottery .. ) is :111 1)pernti\1nal 
unit n:portcd as an enterprise fund of the Commo1mealth. '' hich currently operate~ several hctting. 
alternati ves to the citizens of Puerto Rico. The Additional Lotter) is required eve•') year to di ... trihuk 
a portion of it:- excess of revenues 1wer expenses as follows: 

1. l'hi11y live percent (35%) of its net earnings (defined as the e\.cess or revenues ovcr e\.pcn::-.e~ 
less an amount earmarked for the Fund for Rent and Home Improvement Subsidy Pn1gram for 
the l..ow-lncomc Qualifying Elderly) is eannarl,.ed to the municipalities of the C0mnwnwenlth. or 
\vhich a maximum of $26 million. on an annual basis. is distributed to the Munkipal 
Equali1ation Fund held by CRIM to cover operating expenses and permanent improvements or 
tl11.· municipalities. 

11. An aclclitiona! amount 1wt e:-.ceeding $16 million. on an annual basis. is di stributed to thl· 
Municipal Equalization Fund. provided it is " ithin the 35% corresponding to the municipalitic" 
ol the Commonwealth. When the accumulated municipal appwpriations from the municipalitie::-.· 
Puerto R1c\) Health Reform are covered up to .lune 30. 1997. these resources "ill be as~igncd tu 
the Health ln<;urance Administration. a component unit or the Commonwealth . 

I otal propert~ ta,, receivable. net of an allowance for uncollectible accounts or $3.265.93..J. 
amounted to $618.576 at June 30. 2007. The composition of the property ta:-- receivable and the 
rclatcd allowance for doubtful accounts bas follows: 

Debt 
General ser\'ice 

fund fund Total 
(i1w .. ., prt,perl) taxes receivable $ 3.107.608 $ 776.90'2 $ 3.884.510 
t c~~: 

/\I Iowa nee f\)r uncol lect i ble accounts <2.61 I. I 97) (654.737) (3.265.934) 
Nc1 propert) taxes receivable $ 4%.41 l 122.165 $ 618.576 

Dderrecl ( unavai I able) prope11y 

ta' revenues in GFFS $ -W).872 $ 111.864 $ 561.736 
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S. MllNICIPAI. SAL ES AND USE TAX 

On <ktober 25 . 2006. the Municipal Legi slature of the Municipality of Aiias1:1) apprm1,;d th~· 

Ord inance No. I 0 (Serie 2005-2006) based on State Public Law No. I 17 or July 4. 2006 estahlil.hing. 
a local -;a le~ and use tax of 1.5% over the sale of goods and services made within the Municipalities 
hounctaries. The Ordinance was effective ten days <1fter public notice. and under thi$ Ordinance. l'\ cry 
business doing retail sales is required to register in the Municipality to obtain a Retailet"s Registration 
Certificate. !"he retailers are required to tile monthly sales tax returns by the 20th day following the 
month in \\hich the ta:x was collected. 

On Jul~ 29. ~007, the State Public Law No. 80 est1-1blishes that the nrnnicipalitic:s may 1:olh:ct 11nl) 
I .O'X, 1lf its "ale:; and use ta:\ and the Puerto Rico Treasury Department (PRTD) th~ 11ther O.S'Y.,, 
lh:~ourcc:. collected would be use fr1r construction. permanent improvemenb. health ancl public !'>afrty 
~i.:r' ii.:o;:s. thl· improvements in the manag.ement of solid waste disposal and the implementation ol' 
1..:i.:)cling. prcigrams b} the Municipality. 

l'lh: ta\ l:l)llectc-d by PR fD will be disrrihuted to the municipalities in three separate fumk MuniL'ipal 
De,i.:lopment Fund. Municipal Redemption Fund and Municipal Improvements l·und. l'he Municipal 
D~!\c:!lnpment Fund. will be based on 0.2% of rhe 0.5% collected but will be distributed within all 
111unii.:ipaliti-:c; by formula hasecl on total amounts collected. operational budgets and pC1pulati11n. 
AnNhc::r 0.2% \\ill be dep<1:.it on a Municipal Redemption Fund in the Government Development 
Banh. 1i.w Pm:rto Rico (GD8) and use only for the repayment of future municipal k)ans to GOB. Th1: 
other 0.1%1 will be deposit in a Municipal Improvements Fund in GOB and <lSSigned by the Stale 
I cgislmun: for construction and permanent improvements pr(~jects to the municipalities. During Ji-;cal 
~car 2006-2007 the Municipality collected $4<>8JJ3,·1 from sale taxes. 

<1. INTf.lffUNV BALANCES 

On Jul~ I. :mo I the Municipality adopted the provision:, of Statement No. JS. <. ·.-r1ui11 1-i111111<·iul 
.\'tar.·111.·111 Nole Disdr1s11re-.. i.Hued hy lire (im·er11111e111cd An·o1111ti11g Stundurd.' [Joan/. !'hi-. 
"tatcmi.:nt requires the disclosure of the tlO\\ of resotll'1:es bet'' een fund:; and (I) e1-.s~·-.-; th1.: 
..:ntl1.:L11bilit) \1f inti::rfund b<tlances. lnterfund balances at .tune 30. 2007 con::..istecl or th1: t'11llm\ ing.: 
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At June 10. 2007 all amounts due to among funds are 1:onsidered collet.:tiblc l:>y the Municipality'<; 111anagrn1cn1. 
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7 . CAPITAL ASSETS 
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Jt1NE 30, 2007 

Capital as~~l activity for the year ended June 30. '.2007. \\.as as folio\\~: 
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X. Emplo~·ees' Retirement Systems 

11) P/1111 De.,·c:riptio11 

l'hc Municipality's employees part1c1pate in the Employees· Retirement System 1)r the 
(jovernment of Pue110 Rico and its Instrumentalities (ERS). a cost-sharing multi-employer (a:-. 
related to the Municipality's reporting entity) defined pension plan establi~hed b~ the 
C1)mmonwealth. Substantially all full-time employees of the Commonwealth and c:ubstantiall~ 
all municipalities are covered by ERS under the terms of Public Act No. 44 7 of May 15. I 95 l. a::. 
amended (Act No. 447.). All regular and temporary employees of the Municipality become plan 
members or ERS at the date of employment. while it is optional for officers appointed . 

I RS member~. other than those joining it after March >I. 1990. arc eligible for 1he benelih 
described hekm.: 

• Retireme11t Amwi~r 

FRS members are eligible for a retirement annuit) uplin reaching the follov .. ing age: 

Policemen and firemen: 
50 with 25 :'-ears of credited ~ervice 
58 with l 0 years of credited service 

Other employees: 
55 with 25 years or creditetl service 
58 with I 0 years of credited sen ice 

ERS members are eligible for monthly benefit payments dt:termined by the applicatinn 11ftht• 
stip11lated benefit ratios to the member's average compensation . Avernge compensation i ... 
computed based on the highest 36 months or compensation recognized b~ ERS. l'hc 
annuity. for which a member i::. e ligible, is limited to a minimum of $300 per month ancl a 
ma:--.imum of75 percent of the average compensation . 

• Merit A111111ity 

ERS members are eligible for merit annuity with a minimum of 30 years or nwre or credited 
!-ervicc. fhe annuit) for which the plan member is eligible is limited to a mi11inu11n \\r 65 
percent and a ma:--.imum of 75 percent 1)fthe average compensation. 

• Dejerrt1d Retirement A1wui~r 

r\ part icipating emplo~ee who cease:- to be an employee of the Municipalit) alh:r It'" i11g 
act.:unrnlated a minimum of ten years of 1:redited service qualifies for retirement bc11dit-.. 
prm ided his/her contributions are leti in ERS until reaching. 58 years of age. 

• Coordinated Pfau 

On th~ t.:oordinnted plan. hy the timt: the employee reaches 65 years old and begins to n.:~eivc 
:-.octal <;ecurit~ benefits. the pension benefits are reduced b) the following: 

)() 
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1. $165 per month. if retired with SS year~ of age and 30 years of credited service 
11. $110 per month. if retired with less than S5 years of age and 30 years of credited ~ervice 

( d A 11 other between $82 and $100 per month. 
(d) Disability annuit ies under the coordinated plan are also adjusted at age 65 and in ..,nme 

cases can be reduced over $165 per month. 

• No11-Coortlil111t''" P/1111 

On the non-coordinated plan the p<1rticipat ing employee and does not ha\ e an~ change 1,n the 
pcnsicHl benefits upon receiving socia l securit~ benefits. 

• Rever.o;imwry A111111i~I' 

An ERS member. upon retirement. could elect to receive a reduced retirement annuit) gi\'ing 
one or more benetit payments to his/her dependents. The life annuity payments ''otdd stan 
aftl!r the de<1th of the retiree for an amount not less than $240 per year or greater than the 
annuit) payments being received by the retiree. 

o Occ11pmio1111/ Di.w1bili~r .41111ui~v 

A participating emplo)eC. who as a direct result or the performance of his/her occupatin11 i<; 
totally <1nd permanently disabled, i~ eligible for a disability annuity of 50 pi;:rccnt ,1f the 
c\1mpensation received at the time of the disahility. 

• N01wcc11patimwl Di.rnbili~v A11n11i~r 

A participating employee. totally a11cl permanently disabkd for causes not related to hi..,fhcr 
occupation and with no less than I 0 years or creel ited service. is el igiblc for an a11n11 it) or 
l .SO percent ot the average compensation of the first 20 years of credited ~er'v ice~. inrn.:a~i:d 

b~ 2 percent for evet") additiona I year of credited <>crvice in e:\cess of 20 yi.:ar-;. 

• Deatlt Beuejit.o; 

Oc: c: u pt11 i m111 I: 

(<1) Surviving spouse annuity equal to 50 percent of the participating cmph))Ce·.., "'""'") <11 

the date of the death. 

( b) Chilch·en - $10 pa month for each child. minor or student, up to a ma;.. inrnm hcnclit per 
famil~ of$100. 

Nt111on:upatio11a/: 

Beneficiary - the contributions and interest accumulated as of the date or the death phh an 
amount equal to the annual compensation at the time of the death. 
Po.'it-retire111e111: 
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Beneficiary with surviving spouse age 60 or over and a child, 18 or under. up to )()percent 
( 60 percent. if not covered under Title II or the Socia I Security Act) (increased to 50 percent 
effective January I. 2004) of retiree's pension or otherwise the e:\ce<>~. if an). nf the 
accumulated contributions at the time of retirement over the total annuity benefits received 
hefon:? death. limited to a minimum of $750. 

• R e.f i 11 u /.,. 

A participating employee "'ho ceases his/her employment with the Municipality without the 
right to a reti rement annuity has the right to a refund of the contributions to ERS plus any 
interest earned thereon. 

.. Co.\'I t~f li11i11g .4di11s1111e111for Pe11sio11 Be11e.fi1s 

P11blic Act No. I 0 of May 21. 19()2 (Act No. I 0) provided for increases of 3 percent ever) 
three or more years of retirement. Act No. I 0 requires further legislation to grant thi~ 

increase every three years subject to the presentation of actuarial studies regarding. ib <.:(i-.h 

a11d the source of financing.. To protect the financial health of ERS. the increai;C granted 
during 200 I and the one granted on .lanuat) I. 2004 are being financed by the Municipalit) 
and the other pa1ticipating. employer~. 

To avoid any economic impact on ERS. the employers are responsible for contrihuting. to 
ERS the amounts to cover the benefit payments and the employer <tml cmpl\)yt:e 
contributions with respect to the participants covered until the pa11ici pants reach the normal 
retirement age. 

• Amendment lo Act No. 447 effec:live Ja1111ary /, 21JIJ() lo c:reille " Defined Co111rih111io11 
Pltm 

On ~eptember 24. 1999. Pub I k Act No. 305. an amendment to Act No. 44 7. \\as t:nach:cl tu 
establish a delined contribution plan. known as Sv.,·tl.!111 2000. to cover emplO)·ec" ioining 
r:.RS on or after January I. '.WOO. 

1-mplo)ees that pa11icipated in the original plan as of December 31. 1999. had 11tc 
(1pportunity lo elect to either stay in the defined benelit plan or transfer to Syste111 2000. 
Employees that joined the Municipality l)n or atier January I. :2000. were linly allowed Ill 
become members of System 2000. 

S) stem 2000 is a hybrid defined contribution plan. also known as a cash balance plan. Under 
this new plan, there is a pool of plan assets. which is invested by the System. together "ith 
thnse or the cost-sharing multi-employer detined benefit plan. Neither the ComnWn\\\:alth 
nor the Municipality guarantee benefits at retirement age. The annuity is hased on a fornntla 
which assume" tlrnt each fiscal year the emplo)ee·s contribution (with a minimum l)r R.2X 
percent of the emplo~ee·~ salary up to a ma:\im11m of 10 percent) is invested as in~tructecl b~ 
the employee in an account which either: (I) earns a lixed rate based on tht: t\\o-ycar 
Constant Maturity TreaSUI) Notes. (2) earns a rate equal to 75 percent or the return or the 
1:::'.RS" investment po11folio (net of management fees). or (3) earns a combination ol' bl1tlt 
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alternatives. Participants receive periodic account statements similar 111 those tif dctincd 
contribution plans showing their accnrcd balance~. Disability benefits arc not granted 1111dcr 
<.;~ ~tem 2000. rather arc provided to those participants that voluntari ly elect to participat<: in a 
private insurance long-term disability program. The employers· contributions (Q.28 percent 
of the employee·s salary) with respect to employees under System 2000 '"ill cnnti1111t· and 
will be used to fund the cost-sharing multi-employer defined benelit plan. 

System 2000 reduced the retirement age from 65 years to 60 for those employee-; wh\) joined 
the current plan on or after January I. :woo. 

Historically. the Commonwealth has repo1ted ERS and System 2000 in itc; bac;ic financial 
statements as pension trust funds. Accordingly. the Commonwealth is current!~ a~-..11111ing 

any actuarial deticiency that ma) exist or arise related to the Municipalit) ·c; participating. 
employees because EKS does not allocate to the Municipality any actuarial dclit:iern:ic-.. 
pertaining to pa11icipating municipal employees. TI1e Municipality is only required by l<1w to 
mal.e statuto•)' contributions at the rates detailed belov ... 

• An1'!11dme111:.10 Act No. 447 

In .l1111e and Jul~ 2003. the Glwernor of the Commonwealth signed three Public At:h that 
provided the follmving ce11ain benetib to retirees· 

(a) I ncrcase in minimum month I) pcn~il111 payments to $300. effective .lan11ar~ I. 200-1 . 
{b) Trienninl 3 percent increase in all pensions, effective January I. 2004. 
(c) Increase in wido" and/or beneficiaries to 50 percent of the benetit received h) the 

deceased pensione1". eftectiw .lanua1) I. 2004 . 

All the benelits granted \\ill be funded through budg.etat") assignments in the Municipalit~ ·" 
l!encra! fund \\'ith respect to its retired employees. 

The Uoard of Trustet~S of ERS approved. effoctive November 17. 2003. an increa~c in till· 
amount granted on personal loans to participating employees from $3.000 to $5.000. 

The contribution requirement to ERS i~ established by law and is not actuarially clctt.-nnincd. 
Thc~c C1lntributions are a!- follows: 

Municipality and other employers 
l·.mph)yec:-: 

Coordination plan: 

Supplementation plan: 

Q .28 percent 11f applicable payrol I 

5. 78 percent or gross sala1) up tn $6.600 per ~car. 
plus 8.28 percent 0f gross salary in c'\c1.·~~ llf 
$6.600. 
8.28 percent or gros~ salary. Thi~ i-.. the only 1.:hoicc 
a\ ai labte to pol icemen_. tire men and ma,iMc;. 
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9. LONG-TERM DEBT 

The Munic:ipality·s Legislature is legally authorized to determine the contracting of dcbh 1)f the 
Municipality. Nevertheless. the laws and regulations of the Commonwealth also provide that: 

• 

• 

Direct obligations of the Municipality (e"idenced principall) by bonds and lll)t\.''>) arc 
bacl..ed by the full faith. credit and taxing power of the Municipality: and 

Direct obligations arc not to be issued if the amount of the principal of. and intert::-.t 1ln . 
such bonds and notes (and on all such bonds and notes issued thereafter) whid1 arc 
payable in any fiscal year. together with any amount paid by the Municipalit) in the 
preceding fiscal year on account of bonds or notes guaranteed by the M11nic1palit~ . 

exceed I 0 percent of the total assessed value of the property located wil'hi11 the 
Municipality plus the balance of the ad valorem taxes in the debt service fond. for honds 
payable to be repaid with the proceeds of property ta:-.es restricted for debt service. 

I 11 addition. before all)· new bonds or notes are issued. the revenues of the debt service fu nd <;l11111ld lk· 
~ulfo.:ient 10 cover the prnjected debt service requirement. At June 30. 2007. the Municipalit~ i-. in 
compliance with the debt limitntion requirements. The general long-term debt activity for the ~car 
ended June 30. 2007 was as follows: 
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General Obhgat1ons Bonds 
2000 serial bonds. ongmal amount of $865.000, due m annual pnnc1pal installments ranging from 
$50.000 to $90 000. plus interest due m semiannual mstallments at rates not to exceed 7 81% lhrough 
July 1 2014 

2000 serial bonds, ong1na1 amount of $415,000. due 1n annual pnnc1pal installments ranging from 
$15 000 to $25.000, plus mterest due m annual mstallments at rate of 3 25% through January 1. 2024 

2002 senal bonds, ong1nal amount of $660.000. due m annual principal mstallments ranging from 
$15.000 to $55.000, plus interests due in semiannual installments at variable rates not to exceed 8 00% 
through July, 1 2026 

2003 serial bonds, ongmal amount of $1 ,850.000. due 1n annual principal mstallments rangmg from 
$45.000 to $140,000. plus interest due 1n semiannual inslallments at variable rates not to exceed 6 50% 
through July 1 2027 

2004 senal bonds, original amount of $415,000. due m annual principal installments ranging from 
$10 000 to $30,000, plus interest due in semiannual installments at rates not to exceed 6 00% through 
July 1. 2028 

Public Improvements Bonds 
1995 serial bonds, original amount of $2.150.000. due in annual principal installments ranging from 
$200 000 to $235,000 plus interest due m semiannual installments rates not to exceed 7 71% through 
July 1. 2009 

1995 serial bonds. original amount of $420,000. due m annual principal installments rangmg from 
$40,000 to $50.000: plus interest due in semiannual installments at variable rates not to exceed 6 88% 
through July 1, 2009 

Special Obligation Bonds 
1998 serial bonds. original issue amount of $565.000, due m annual principal mstallments ranging from 
$5 250 to $12,875. plus :nterest due 1n semiannual installments at variable rates not to exceed 7 50% 
through July 1. 2017 

2001 serial bonds. original issue amount of $1,010,000. due in annual principal installments ranging from 
$20.000 to $90.000. plus interest due m semiannual installments at variable rates not to exceed 8 00% 
through July 1 2025 

2004 serial bonds. original amount of $3.421 .000 due m annual principal installments ranging from 
$75 000 to $120 000 plus interest due m semiannual installments at rates not to exceed 12% through 
July 1 202g 

HUD Sec 108 

2002 HUD Section 108 loan origmal amount of $4.000,000, due m annual mstallments of $223.000, plus 
interest due m semiannual mstallment5 at rates not to exceed 6 07% through August 1. 2021 

Total bonds payable 
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Outstanding 
Amount 

$ 580,000 

335.000 

$610.000 

1.710.000 

390.000 
3 625,000 

650.000 

135.000 
____ 785.000 

396.250 

910.000 

3.31 'l,OOO 
4,617.250 

3 345.000 
3 345.000 

$ 12.372.250 
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The General Ohligation Bonds and the Public Improvements Bonds are pa) able from the ad valnrcm 
propcrty ta>. of 1.25% \.\hich is restricted for debt service and retained hy the:: Gowrnmcnt 
De' clopnient Bani-. for Puerto Rico for such purposes . 

l'hc laws and regulations of the Commonwealth provide that· public debt of the Municipalit) will 
constitute a first claim on the available revenue of the Municipality. Public debt includcc; bondc; and 
notes payable. The good faith. credit and ta:\ing power of the Municipalit) are irrevocabl~ pledged 
for the prompt payment of the principal and interest of the bonds and notes payable. 

l'hc Municipality levies an annual additional special tax of 1.25% of the assessed value of pcr ... rinal 
and real propert). The proceeds of this additional special ta:-. are deposited in a sin!.. ing. rund 
1.:stahlished at G DB whereby sufficient funds must be set aside to redeem the bond" in min i11111111 
annual lW biannual principal and interest paymenb. rhe proceeds of this spedal ta.\ art> n.:corckd in 
the debt :-.ervicc fund. 

lnterc:-.t rates (.ln serial bonds subject to variable rates are reviewed periodically h) (iDB and arc ba:-.cd 
tm the tloct11ation of GDB's weighted average rate for itc; commercial paper program. 1wt to c.::-.c.:c.:cd 
8%. Under this program. GOB issues commercial paper in the U.S. taxable and ta:-.-e,cmpt 111arkch. 
in the.: Lurodollar market anci to corporations that have ta:-.. exemption under the Cm1mon" ca Ith· !> 
1 ndu~trial Incentives Act and qualify for benefits provided b) the U.S. Internal Rt>vcnue Code.: Sect ion 
(}36. 

Annual debt service requirements of matmity for honds pt1yable are as follows: 

Year 
ending 

.June 30. Princii?al Interest Total 
2008 $ 4<>5.000 $ 534,21 I $ 1.029.21 I 
200<> 538.500 ..J62.99.5 1.001.495 
2010 576.000 426.678 1.002.678 
20 I I 314.500 399.<>7 I 71..J.47 I 
2012 327.000 413.705 7..JO. 705 

2013-1017 1,794.500 1,520. )9() 3.315.090 
201 s-2on 1.821.750 1.123.<>3 I 2.945.<>R I 
2023-2027 2.2.lQ.000 537. 702 2.776.70'2 
2028-2032 921 ,000 48.280 969.280 

roiab $ 9.027.250 5,468,063 $ 14.495.313 

II U J) Section /(18 lmm 

During 2002. the Municipal it) received a HUD Section I 08 loan to provide funding for the c.:on<>truttion 
11f an industrial part.. a:- an economic development ac.:tivit). The loan amount $4.000000 and hear ... 
interest between 4.67% and 6.07% with semiannual principal and interest payments d11c Februa1') I and 
August I. l'hc loan matures lm August I. 2021. The loan is secured by a lien on a real pn,pc.:rt~ 

cstablishcd through a mo11g.ag.e that contains such provisions that HUD deems necessary. At .l11m: 30. 
2007. tht> outstanding. balance of $3.345.000. The principal and interest maturities are as folllnv<; . 
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Year ending Principa l Discount 
June 30. amortization amor tization 

2008 $ 223.000 $ 170.751 
2009 223.000 161.876 
2010 223.000 152.298 
2011 223.000 1-i2.151 
201 2 223.000 131.537 

2013-2017 I . I I 5.000 484.088 
2018-2022 I. I 15.000 166.804 

fotal $ 3.345.000 $ I .40<>.505 

d Bmul' t111tidpatio11 11otes 

Tota l 
$ 3(}3.751 

>84.87(> 
375.2<>8 
365.151 
~1s-i.s :n 

I .:)9Q.088 
1.281 .804 

$ 4.754.50" 

Advances on bond anticipation notes (BAN "s) with the U.S. Depa11ment of Rural Dcwh)pmcnt 
(l ISIJRD) have been recorded within long-term obligation in the accompanying statement of nd 
as~eh. During the fiscal year ended June 30. 2007. the proceed~ received from BAN·~ amounted tn 
$16. 774 which has been recorded as other financing sources in hi s capital pr~je1.:t fund. and a~ an 
increa,c in the BAN"s liability in the statement of net assets. The proceeds of BAN"s have been us1:d 
11) linancl! the construction of an industrial park in the Municipality. The Municipality ha:- the 
ability. tn refinance such BAN "s on a long-term basis with GOB. The agreement \~·ith lJSDRD i-.. 
non cancclable and docs not expire withm one year after June 30. 2007. The obligations under the 
agreement are not callable during that period. e"cept for violations of the provisions 1lr the 
agreement. for which compliance is objective!) determinable or measurable. At .lune 30. 2007 no 
"iolation has occurred thereafter prior to the issuancl! of the accompanying financial staternenh 

ti} Pmper~11 Tox A tlvt111Cf!.\ 

On October 27. 1994 the Municipality entered into a financing. agreement with the Pui.::rto Rio) 
·1 rea~my lkpartment to pay the debt related to the e"cess of property tax advances ow1 c{il lcct il111 
made by the Pue110 Rico Treasur~ Depa11ment. The original face amount of the note ,., as $13 7 .812. 
which is due in monthly principal installments of $765.62. at an interest rate tir 4.38%. thrn11g.h 
September 2009. Out~tanding balance at June 30. 2007 is net of the unamortized cliswunt. rhc 
ouNanding pnncipal and interest balances of the note payable amounted to $I <>.906 and $1.018 
respectively. at .lune 30. 2007. The principal and interest maturities are as follows: 

Year e nd ing Principal Discount 
June 30, amortization amortization Total 

2008 $ 8.496 i 691 $ '>.187 
2009 8.876 311 '>.187 
2010 2.534 16 2.550 

Total $ 19.906 $ 1.018 $ 20.924 
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e) Note ... Payable to CRIM 

LIMS On August 2. 200 I. the Municipality entered into a tinancing agreement with CR! M for the 
payment or the Municipality·-. share of the Ct)st of an information management :-y~tem , acquired b) 
CRIM on behalf of all municipalities. for the management of a digital datahase of ta:-.paycr:
propert1es located in Pue110 Rico. The face amount of the loan was $510.929 and bears nn intere-,1. 
rhc note is payable in monthly installments of $4.258 through November I. 2011. Th is note ha-, an 
imputed interest rate of 7 .00% and was originally recorded at its pre::.ent value of $368. 769. net or an 
unanwrt i1-ed di::.co11n1 (1f $142.160. at inception. At June 30. 2007. thl! balance tif thi:- note. net of the 
un:imort ized discount of $30. 778. amounted to $I <>9.139. The principa I and disc0unt amMti1at ion 
(recorded as interest expense) maturities are as follows: 

Y\?ar ending Principal 
June 30, amortization 

::wos $ 39.828 
:>009 42.233 
2010 44 ,783 
2011 47.487 
2012 24,808 
Total $ 199.IJQ 

l)iscoun I 
amortization 
$ 11.265 

8.860 
6.310 
3.606 

738 
$ 30.778 

Total 
$ 51.093 

51.093 
5 1.093 
"'1.0'>3 
25.5-16 

$ 229.917 

Delinquent Accounts - On March 26. 2000. the Resolution No. I 0 Series 2001-2002 wa-, enacted 
which authorized the Municipalit) to ohtain up to $414.881. for a term not e:-..ceetling 30 ~car:- . fo1 
the repayment of bonds issued for the sale of delinquent a1.:cou11ts. A final repayment agreement that 
bear-; interest at 6.22% beginning. July I. 2007 w:1s settled with the CRIM. The 0utstanding. principal 
and accrued interest balanc1::s of the note payable to CRIM amounted t0 $241.091 and $1.:t.9'>6. 
respective!} . di Jun~ 10. 2007 . The principal and interest maturities are as follow-;: 

Year ending Principal Discount 
.lune 30. "mortization amortization Total 

2008 $ 9.644 $ 14.996 $ 24.640 
2009 9.644 14.396 24.040 
2010 9.M·i 1.3 .796 23.440 
?.011 9.64-l 13.196 22.840 
2012 9.644 12,596 22.2-10 

2013-20 I 7 48.220 53.985 102.205 
2018-2022 .rn,220 38. 989 87 .21Jl) 
2023-2027 48.2:?.0 23.993 72.2 1) 
2028-2032 48.21 1 8.988 57.199 

Total $ 241 .091 $ 194.93"' $ -136.026 



COMMONWEAL T H OF PUERTO RICO 
MUNI CIPALIT Y OF ANASCO 
Non~s To F INANCIAL STATEMENTS 

J l 1Nf. 30, 2007 

/) Compl!11.'il1ted Ah.'ie11ces 

At .l11ne 10. :!007. the liabilit} for compensated absences is composed as follows: 

Due within Oue after 
one year one year Total 

Vacations $ 381.488 263.238 $ 644 , 7'26 

<lid .. leave 235.687 553.314 789.001 

Compen<;atory time 64.172 64.17?. 

Total $ 681,347 816,552 $1 .497 .899 

;:) Lam!fill Clo.rnre mu/ Postc:/o.rnre Co.'it 

According 11) the regulations set forth b)- the U.S . Environment Protection Agem:y <FPA) in it!> 
··Solid Waste Disposal Facility Criteria". issued on October 9. 1991. the Municipalit} h required In 
place a tinal cover on the Municipali1y·s landlill site when it stops accepting waste. and 10 peiform 
certain maintenance and monitoring functions al the site for JO years after dosure. In <1ccordance 
"ith CiASB Nr). 18. the Municipality has performed a study of the activities that need available 'pace 
and 10 cnmpl) with applicable state and federal reµ.ulations. Ba-,ed on this study. th1:.· Municipali1~ 
ha' nxorded e<>ttnrnted liability of $2.425.947 in the ac:companying GWFS. using current cthb 
allncated. based on the actual landfill capacity used at .lune JO. 2007. The portion of the estimated 
curn.:nl cnsb to be incurred in future ye<'.rs is approximate!) $387.404. which has not been n..:cnrded 
yet in the accompanying GWF">. Actual costs ma) be different to the recorded estimated liahilit~ 
due 10 mtlation. changes in technology , or change-, in Acts and regulations. At June 30. 2007. the 
Municipalit) · !-> solid wa~le landfill is ~till operating and its remaining estimared u<>ct'ul lili: is 
appr<"i, imatel~ .3 years. 

HI. COM M ITMENT S AND CONTI NGENCI ES 

1"11..: l\tlunic1palit) i:-. defendant in various legal proceedings pertaining to matlers incidental tn the 
p1.:rforlllancc of rout ine governmental operation!). Under Act. No. I 04 of .lune 25. 1955. as amended. 
pcr,lm -; :ire m1thorized 10 sue the Municipality only for causes of actions .:;et forth in said /\ct tn a 
ma:-..im11m amount of $15 .000 or $150.000 if it invl)lves actions for damages 10 more than one ptT'lll1 

lir wht-rc a single injured party is entitled to several causes of action. Under ce11ai11 circum ~wnces. a~ 

provided in Act. No. 9 of November 26. 1975. as amended. the Municipality nm} pnwide it:-. t)niccr' 
and employees with legal representation. as well as assume the payment of <my judgment that ma~ he 
entered again<>t them. rhere i.:; no limitation on the payment of such judgment. 

Which rc ... pects lo pending 0r threatened litigation. the Municipality dn not have or anticipah:d 
1111la\·orable judgments as of June 30. 2007. Management belie, es that any unfavorable outcomt· in 
relation to pending or threatened litigation would not be significantly. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

Non:s To FINANCIAL STATEMENTS 

.Jl iNE 30, 2007 

1'11c Municipality ha~ repo11ed. outstanding encumbrances amounting to $401.163 in the gcm:ral t'11nd 
at .lune 30. 2007. The Municipalit~ intends to honor these encumbrances. \\hich ,.,ill continue l\) he 
liquidat~d t1111.kr the current ~1:ar'<; budget during a laps<:! period that e:-.tends into the !>t1t'l!iequc11t 
ti-..cal H:ar 

11. Sl lRSEQUENT EVENTS 

On .1111~ 29. 2007. tht: State Legislature approved State Public Lav, No. 80 wich ammendcd Stat.: 
Public Let\\ 117 ot July 4. 2006 and e::.tablished that the municipalities may collect onl~ 1.0%, ur its 
I 5° o lm:al -..ak~ and u::.e ta:-... The Law No. 80 established that the Pue110 Rico Treasury Department 
l PR 11>) "ill collect the other 0.5%. Resources collected by the municipality would be use 1'111) for 
con"tructil)n. pt:nnanent 1mprovemenb. health and public satet) sen ices. the 11nprmement~ 111 thl: 
management of -..nlid waste disposal and the implementation of rec:-icling 1w1)gram~ h~ thi: 
M1111icipality . 

lh:- ta:-. ..:olkcted by PRTD will be di~tributed bad. to the munkipaliti~s in thret: -.cparatc l1111d~: 

Municipa l Development Fund. Municipal Redcmpti(.)n Fund and Municipal lmprO\·cmcnt ~ l"und. l lll· 
Mu11ic1pal De,ek,pment Fund. ,-.,ill bl:! based on 0.2% of the 0.5% collected but will be distrihuted 
"ith1n a ll munic ipalities by formula based on total amounts collected. operational hudg~h and 
pnpulatil'IL Another 0.2% will be deposit on a Municipal Redemption Fund i11 th~ Govl:"rnment 
Devdopm~11t Banh for Puerto Ri1:0 (GOB) anJ use onl) for the repayment of future municipal luau~ 
h) < iDB. rhc •)ther ll . I% will be di:po::.it in a Municipal Improvements Fund in GDR and <tssigncd h)· 
tht: '->tate Lcgi-.lature for constrm:tion and pt::nnanen! improvements rroject s to the munic ipalitit.:-... ror 
1hnt rea-..on llP future re-.,enues can be estimated hy the Municipality for this revenue t) pe in 1 hi~ 
niomcnt. 
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COMMONWEATH Of PUERTO RICO 

MUNICIPALITY OF ANASCO 
NOTES TO RUOGET AR\ COMPARISON SCHEDl'L[- GENERAL fllND 

F ISC" AL YEAR ENDt::O .h'N[ 30, 2007 

l'he M111m:ipality·s annual budget is prepared under the budgetary basis of accounting. which i<; not in 
<H:C(\t dance '' ith GAAP. 

l lnder the budgetary basis of accounting, revenues are generally recognized when cash is received. 
Short-term and long.-term borrowings may be used to tinance budgetary e:-.:cess of expeuditurcs over 
rt"\· e11t1e~. 

Undt.::r the budgetary basis of accounting the Municipality uses encumbrance accounting to record th~ r1111 
amount of purchase orders. contracts and other commitments of appropriated resources as deduction:-. 
frPnt tlte appropriation prior the actual e:-..penditure. In the governmental funds. encumbrance!:> 
m:counting is a significant aspect of budgetary control. Accordingly. expenditures are generally rt:corded 
\\·hen the n::latcd c:-..penditure is incurred or encumbered. Available appropriations and encumnranccs arc 
~·-..tahlished to lapse one year alter the end of fiscal year. Amounts required h) .:;ettle claims and 
.1udg111ent s against the Municipal it). and certain other liabilities. are not recog.niLed until the) arc 
encumbered or otherwise processed for payment. Unenc umbered appropriati(ln$ and encumbrance-. lap 
<It year-end. Other appropriations. mainly capital projects appropriations. are cnntinuin~ accn1mh ti.w 
''hich th1: Municipal Lt•gislatu re has authoriLed that an unspent balance from the prior )ear he carried 
forn·arcl and made available for current spending. 

The a..:c1,mpanying Bu<lgctar) Comparison Schedule - General Fund. provides information about the 
genera I fund's original budget. the amendment<; made to such budget. and the actual general fun er ~ 
result~ of 1lperations under the budgdary basis of accounting for the fiscal year ended June 30. 2007. 

l·,:-.ccpt for the General Fund and the Debt Service Fund. the Municipality legally doe:- not adopt budgl'\<. 
for ih major spcc:ia l revenues and capital projects funds. Accordingly. neither accompanying ha-..ic 
linancial stakmcnts. nor required supplementary information include statements or revenue~ and 
C'\penditurc!:> budget and actual-budgeta1y basis. or budgetary comparison schedules. respec:tiH:I). ti.)r 
the-..1:: 111a11)r pt\)gram:-. 

64 



COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF ANASCO 

Schcd11k of Re\ enues ancl E\penditures - Bud gel and Actual 
Budgct:ir~ Ba<.ic; - Debi Sen ice Fund 

Year ended June 10. ~007 

Budgeted amounts 
Original Final 

Rcv1.'n11cc; : 
Prnpcrt) ta.\ Cs 

l'ran1;fer" from other fonds 
I nta I revenues and transfers from 

other funds 

I '\penditrnc~: 

Dehl '\ervk1.': 
Prinl:1pal 
lnh:re:-t 
I otal expenditures 

Reconciliation of differences: 

Sollrccs/intlows of financial resources: 

$ 686.650 

686,650 

4 I 9.6UCJ 

233.741 
$ 653.350 

Actual amounts (hudgetar~ basis) "available for appropriations" 
from the budgetary comparison schedule 

Diffcn:nces in base!) of accounting: 
Net cnneasc: in property tax receivable 

fotal revenues reported on the statl:!ment of revenue. 

686.350 

686.350 

41 <>.609 
233,741 
653.350 

e.\penditures and changc:!S 111 !"und bal<11Ke!> - governmental l"unds 

lJc;cs/\)11tllov.·s of financial resource!>: 

Actllal amount!' (budgetary basis) "total charges to appropriations" 
li·om the budgetary comparison schedule 

Differences - budgetary basis to GAAP: 
Di flcn:nces i 11 bases of accounting: 

Net increase in matured bonds clue and payable 
Net decrease in matured interest due and payable 

Total cxpendit11res reported on the statement M revenue::.. 
t>xpcnditurcs and changes in fund balances - governmental funds 

Actual amounts 
(budget a1") 

basis) 

752.386 
425.032 

1.177.418 

455.000 
541.187 
996.187 

<\fe <1ccrnnpanying notes 10 the budgetary comparic;on schedule - clebr sl:!rvicc:: fund. 
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Varianl:c with 
linal buclget-
1ivcr (under) 

$ 

$ 

$ 

$ 

66.1136 
42)J)32 

.ti) 1.068 

35.3<) I 

307.446 
342.837 

1.177.4 18 

1.239 

1.178.657 

C)<J(i.187 

40.tJOIJ 

{ 1.7~8) 

I .0~·1.459 



COMMONWEATH OF PUERTO RICO 

MUNICIPALITY OF ANASCO 
NOTES TO B trOGETAR\ COM PARISON SCHEDULE - DEBT SERVICE Ft 'NO 

F ISCA L YEA R ENDED .JllNE 30. 2007 

/\ n annual budget has to be prepared under the budgetary basis of accounting. which is not in accordance 
w11h GAAP for the Debt Service Fund. Under the budgetary basis of accounting.. revenue~ are generall) 
rccoµ.n i1.cd ''hen cash is received. 

Property ta:-. revenues are used by GOB for the payment of principal and interest of bonds i s~ucc.I h~ 
them. 1:3udgctcd transfers out from the General Fund are made to finance budgetary debt requircn11:11h of 
Operational Bonds paid though CRI M. 

fhc accompanying Budgetary Comparison Schedule Debt Ser'vice Fund. prov ide~ information about 
the Debt Service fund"s original budget and the actual results of operations under the budgerai) ba<..i-.. or 
nccount ing. fo r the fi scal year ended June 30. 2007. 

l:-.ccpt for the General Fund and the Debt Service Fund. the Mun icipalit) legally does not adopt hudg.t:t" 
li.lr 1b major ~pecial re venues and capital pr~jccts funds. Accordingly. neither accompanying. ha.,ic 
ti11;111c1al c;tatements. nor required c;upplementar) information include statemenb or rc1,cn111:~-.. and 
e:-.pcnditurc::. - budget and actual-budgetar; ba::.is, or budgetary comparison schedules. re~pcctivel~. rnr 
thl:'L' 1n :~j or programs. 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF ANASCO 

SCHEDULE OF EXPENDITURES OF FEDERAL A WARDS 

FOR THE YEAR ENDED JUNE 30, 2007 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

SCltEOlJLE OF EXPENDITURES OF FEDERAL AWARDS 

YEAR ENDED J UNE 30, 2007 

lJS Department of Housing and Urban 
Development 

Direct Prog.ram: 
Community Development Block Grant/ 

State's Programs 
Scctinn 8 ·-I lousing Choice Vouchers 

lJS Department of Health and Human Services 
Passes through: 

PR Department of Famil) : 
Child Care and Development Blod. Grant 

US Department at Home and Security 
Pa!>sed thr0ugh : 

PR Office of Management and Budget (GAR) 
Pub I ic.: Assistant Grant 
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NUMBER 

14.228 
14.871 

93.575 

97.036 

EXPENDITUl~ES 

$1.066.00 I 
469.o:n 

88.150 

.., ')")') 
.), .:.. -

$1 ,626.406 



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

NOTES To SCHEDULE OF EXPENOITllRES OF FEO£RAL AWARDS 

,Jl.JNE 30, 2007 

I. HASIS OF PRESENTATION: 

The a1.:1.:l1mpanving Schedule of E:'l.penditures of Federal Awards includes the federal grant a~1ivi1~ of 
Municipalit) of Anasco and is prepared on the modified accrual basis of accounting.. Acrnrdingl~. 

a111oun1s prc,c.:nted in the accompan) ing <>chedule agree to amounts presented in the basic financial 
:.latcmenb 
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REPORT ON INTERNAL 

CONTROL OVER FINANCIAL REPORTING 

AND OR COMPLIANCE AND OTHER MATTEl~S 

BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE 

WITH GOVERNMENT AUDITING STANDARDS 
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C1·rtilktl 1'11hlir \n·o1111rn111 

RE.PORT ON INTERNAL 

•\Jt;i\IBER: 
.\ntl'riCllll lns1i11111· of< 1·1·1ilkd l'uhlir \C1'11t111t;i111' 
Pul' rtu Ri~o S'"'il·h· of< ·,·r1ilic<.l l'uhlk \•·1·111111tan1' 

CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL 
STATEMENT PERFORMED IN ACCORDANCE 
WITH GOVERNMF.NT AUDITING STANDARD 

To the Honorable Mayor and 
Municipal Legislative Bod)' 

Municipality of Afiasco 
i\iiasco, Puerto Rico 

I huve audited the financial statements of governmental activities. each major t'und. and the 
aggregate remaining fund information of Municipality of Aftasco, as of and for the year cnd~d 
.lune 30. 2007 which collectively comprise the Municipality of Anasco·s ba::;ic financial 
statements and have issued my report there on dated December 14. 2007. 1 conducted my audit 
in acwrdance with auditing standards generally accepted in the United States of America and tht: 
st;:mdards applicable to tinancial audits contained in Government Auditing Stcindards. issued hy 
th(' Comptroller (ieneral of the United States. 

I ntcrnal Control over Financing Reporting 

111 planning a11J performing. my audit. I considered Municipality of Ai'lasco·s internal control 
O\Cr linancial reporting as a basis for designing our auditing procedures for !he purpose or 
expressing. my opinions nn the financial statements, but not for the purpose of c'.\prcs-;ing an 
npininn or the effectiveness of the Munici11ality of Aiiasco·s internal control mer linarn.:ial 
reporting. According!). I do not express an opinion on the effectiveness of the Municipal ity of 
A1'1asco · s in1ernal control over tinancial reporting. 

/\control dci-iciency exists when the design or operation of a control does not alh1"' management 
or employt:es. in the normal course of performing their assigned functions. to preven1 nr detect 
misstatements on a time!) basis. A signi ficant deficiency is a control delicicncy. or combination 
tif control deticiencies, that adversely affects Municipality or Aiiasco·s ability to initiate. 
authoriLe. rel:ord. process. or report financial data reliably in accordance with generally acl:cpted 
accounting principle!'; such that there is more than a remote likelihood that a misstatcm~nt () r 

Mun1ci pali1~ 0r i\rl<:l:;<.:o·s tinancial statements that is more than inconsequential wi ll not he 
prcwntcd ur Jetected b) Municipality of Afiasco·s internal control. 
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RF.PORT ON COMPLIANCE AND ON INTERNAL CONTROL (CONTINUED): 

/\ material weakness is a significant deficicrn.:y. or combination of signi ficant deticiencics. that 
results in 111l)re than a remote likelihood that a material misstatement of the financial statcm..:-nts 
will not be prevented or detected b; Municipality of Aflasco·s internal control. 

My consideration of internal control over financial reporting was form the limited purposi: 
described in the tirst paragraph of this section and would not necessarily identify all defa:ii:ncics 
in internal control that might be significant deficiencies or material weaknesses. I did not 
identify any deficiencies in internal control over financial reporting that I consider to he matcnal 
weakne!:iSC'>. as defined aboH~. 

Compliance and Other Material 

;\ part of obtaining reasonable assurance about whether Municipality of Aiiasco ·s limmcial 
statements arc free of material misstatement. I performed tests nf its compliance with certain 
pn)\ isions or la'A-s. regulations, contracts. an<l grant agreements. noncompliance with whid1 
could have direct and material etlect on the determination of financial statement amount:-.. 
I lowen~r. providing an opinion on compliance with those provisions was not an objectiw or our 
audit. and accord ing.ly. I do not express such an opinion. The results of our tests disclo..;cd no 
in~tarn:es or noncompliam:~ or other matters that are required to be reported under GoYcrnmcnt 
Auditing Standards. 

Thi~ report i::; intended solely for the information and use of management. Municipal Legislativ1..· 
Bod). w1J federal awarding agencies and pass-though entities and is not intended tt) he and 
should not b~ used by anyone other than these speci tied parties. 

I k ccmbcr 1-L 2007 
/\gua:- Buenas. Pue110 Rico 

I i(c 11 -;~ No. I 3.) Q 

hp ire:- Dect'tn bcr I. 20 I 0 
- ( I.: 

Societ) of Ce11ilied Puhl ic Accountanh wa-.. 
afti:--ed to the original tir this rcp11rt. 



REPORT ON COMPLIANCE WITH 

REQUIREMENTS APPLICABLE 

TO f.ACH MA,IOR PROGRAM AND ON INTERNAL CONTROL 

OVER COMPLIANCE IN ACCORDANCE WITH 

OMB CIRCULAR A-133 



< rrlilit'd l'ullhl' \ !'Wu11111111 .\I El\IBEI{: 
Amtrican lu~c itu tl' of ( ·,·e·cifi .. ·d Puhlic.· \t'l'nuoC:•nh. 

l'urrlo Rico Sot'irh of ( ·1·rtilicd Puhlir \rrc111111a11t-
l\llll)\lllXRt\l<\ll l <\\1\N(lJJ AC.lJA'- Hl •l-NA'l'R11l1711: Ill "XJ-7~'-Xll !tl f'AX 7X7-7l'-lll•X' I-MA ii ,.11.h11"q"''""' 

REPORT ON COMPLIANCE WITH 
REQUIREMENT APPLICABLE TO EACH MA.JOR PROGRAM 

AND ON INTERNAL CONTROL OVER 
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

To tlu.• Honorable Mayor and 
Municipal Legislative Body 

Municipalic:'· of Aiiasco 
AiictSCO, 1•ue1·to ruco 

Compliance 

I have audited the comp I iancc of the Municipality of Aiiasco, with the type::s of compliance requin:nll'lll" 
ck::.cnbe::d in tht' U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Suppkm1.:n1 
tht1t are i1pplicable to each of its major federal programs for the year ended June JO, 2007. Municipal it~ 
111' J\t'lasctl·~ 1najor federal programs arc identitied in the summary of auditor's results se<.:tion of the 
accompa11ying :.chedul e of fo1ding and questioned costs. Compliance with the requirem~nt (lf ""'"· 
rqptlation~. 1.:ontracts and grants applicable to each of its major federal programs is the re~pon,.ihilil) nf 
1he Mun ic qrn I it) tif Aiiasco' management. My responsi bil it) is to e:\press an opinion on the Municipal it) 
111' A1'ta::.et1'.; c1..i111plia11ce based on my audit. 

I ..:onducted Ill) audit of compl ianc~ in accordance "ith auditing. standards genera lly accepted in the 
Unitd States of America; the standards applicable to financial audits contained in Go-.,ernmenl Auditing. 
\tandards. issued by the Com ptroller General or the United Stated: and OMB Circular A- 113. Audit.; or 
Stat..: and l .ocat G1wernments. and Non-Prolit Organizations. Those ::; tandards and OMB Circular A-113 
re\1u in: that I plan and perfornt the audit to obta in rea~onable assurance about whether 1wnc11mplie111cl' 
" ith th1: t)pC:-. or compliance requirement<> reterred t0 above tilat could have a direct and m;111:rial cl'ti::1.:t 
on a 111ajor ti:deral program occurred. An audir includt!s e:\amining. on a re~t basi~. e\ iden1.:i: :.1b1)11! 
Munici pality of Ai\ascli·s compliance with those requirements and perl'orming such other procedure''" I 
1:1111:.idered nece:-sary in the circumstances. 1 believe that my audit provides a reas1)11ablc ha'i' ltlr 111y 
opinion. My audit does not provide a legal determination on Municipality of Aiia:.co's compliance" ith 
tll\lSe requin-:ments. 

In my opini011. the Municipality of Aiiasco, complied. in all material respects. with the requirements 
referred to above that are app licable to each of its major federal program for the ) ear ended .hmc 30. 
2007. However. the results of my auditing procedures disclosed instances of noncompliance v. ith tlw-.e 
rcq111remc111!-. which are required to be repo11ed in accordance with OMB Circular A-113 and \.vhid1 t1r1.: 
de,crihcd in the accompan ing schedules of findings and questioned costs as item 01-07. 
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REPORT ON COMPLIANCE WITH REQlllREMENT APPLICABLE (CONTINUED): 

lnt{'rnal Control Over Compliance 

The 111anag.cment l1r Munic:ipalit)' or Ai'lasco. Puetto Rico i~ responsible for establishing and maintaining. 
efkc1ivc internal control over compliance with requirements or laws. regulations. contracts and granb 
applicable ll.l federal pro!!rams. In planning and performing my audit. I considered the Municipality \lf 
/\iiasco'<; internal control over compliance with requirement that could have a direct and material eflccl 
\ln a major ledcral program in order to determine Ill) auditing procedures for the purpose of c'pressi11g. 
111) opinion llll compl iance. but not for the purpose of expressing an opinion on the effrctiwncs~ or 
111tcnrnl control over compliance. According.I). I do not express an opinion on the effoctive11c;:<;-; or 
M11n1c1palit) ,,f Aiiasco·" internal control over compliance. 

M) con~tdcration of intt:rnal control over compliance was for the limited purpose described in the 
preced ing. paragraph and would not nccessaril) identify all deficiencies in internal cnntrol that mi~hl be 
signilicant dcticiencies or material weaknesses as defined below. However. as discussed bdl1\\. I 
identifo~d ci.:11ain deficiencies in internal control over compliance that I consider to he signilicant 
de lie icnc 1es. 

A contr\)I deliciency in an entity's internal control O\ er cornpliam:e e\.ists when the design llr ope mt ion or 
a control does not allm.v management or employees. in the normal course of performing. their a-..~iµnecl 

functions. to prevent or detect noncompliance \vith a type of compliance requircment l)f a leden1I program 
on a timcl~ basis. A sign iticant cteticienc) is a control deticienc). or combination of contrnl deticit·nck-... 
that acher<>ely affects the entity·~ ahilit) to administer a federal program such that there b more than a 
remote li"dilwod that noncompliance with a type of compliance requirement of a federal pr0gram th:11 i-.. 
11w1e that mcon~cqut:ntial will not be prevented or detected h) the entity ·s internal control. I wn-..ickr the 
dclic it."nc1es 111 1111crnal control o-ver compliance described in the accompanying schedule of linding-.. and 
que-;t iunect l:llSh a~ item 01 -07 to be signilicant dctkiencies. 

t\ material "ea"nes-.. ts a significant deficiency. or c:L1mbination of signiticant deficiencic '>. that re<;tdb in 
ltll'rl! that a remote likelihood that material noncompliance with a t) pc of compliance rcquiremcnl of a 
lcderal program will not be prevented or detected b) the entit) ·s internal control. I dl1 1rnt con-..icler an~· of 
tht· clclicienc1c-.. described in the accompanying schedules of findings and questioned cnst~ tn he material 
\\Ca"11e<.ses 

Munn; ipal 11~ of A1)asco · :-. response ro the find ing.s in my audit is described in the accnmp<rn> ing. 
Conecti\c Acti\)ll Plan. We did not audit Municipality of Aiiasco· s response and according.ly. I c'prcs~ 
110 PpllllOll Oil II 

I hi~ report 1s intended solel) for the information and use of the management and the Municipal 
1.l·g.i-..lati'e Bod~ of the Municipality of Ai\asco. federal awarding agencies and pass-through 1.!nlitie-.. and 
1s 1101 intended to be and should not be used by anyone other than these <;pcciticd part it:~. 

lk1.:cmher 14. 2007 
Agua~ Buena::.. Puerto Rico 

I 1ccn~e 1\lo I 334 
F"pire Occ.:mbcr I. 2010 
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COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF ANASCO 

SCHEDULE OF FINDINGS ANO QUESTIONED COSTS 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

8CllE:Dl1LE OF FINDINGS AND QUESTIONED COSTS 

FOR THE Y EAR £NOED Jt lNE 30, 2007 

Sl~CTION I -SU MMARY OF AUDITOR'S RESULTS 

I inancial S1atemcn1s 

Type or auditor·s report issued 

Internal control over financial repo11ing: 

• Ma1crial weakness (es) identified? 
• Reportahle rnndition(s) identitied 

that is not considered to be material weaknesses? 

Nonco111plia1Kl~ material tn financial statement noted'? 

l"cdcrnl Awards 

Internal <.:ontrol ov~r major programs: 

• Materia l weakness (es) identified? 
• Report wnditi0n( s) identi tied that are not considered 

l\1 be material weat...ness (es) 

I ypc ofauditor"s rcpo11 issued ~111 compliance t<.1r 
major programs 

Any autlit findings disc losed that are required to be 
report<::d in accordance with section 51 O(a) of 
Cir.:ular A-I :n 

ldcn1 itication •)f major programs: 

CFA Numbcr(s) 
l-L:?.28 

14.871 

Dollar threshold u~cd to distinguish between type I\ 
~1n<l l)'pe 13 programs: 

/\udit qualified ;.1::. low-risk auditeJ':l 
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U ngualified 

__ yes x no 

--~1t;.~S ~ no 

)CS x l)(l 

__ yes 

no 

Uuqualilied 

X )e" l\l l 

Name of federal Program 
Community Develpp1m:111 Blod 
Grants/Sta1e ·s Prng.r::im 
Section 8 Housing Chnicc 
Voucher 

$300.000 

_ yes 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

SCHEl>ULE Or FINDINGS A NO Qt ESTIONED COSTS (CON rJ Nl"EO) 

FOR THE YEAR E NDED Jl 'NE 30, 2007 

SECTION II FINANCIAL STATEMENT FINDING 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF ANASCO 

SntEOllLE OF FINDINGS AND QtlESTIONED COSTS (CONTIN lfED) 

FOR THE YEAR ENDED JllNE 30, 2007 

SECTION 111- FEDERAL AWARDS FINDINGS ANO QUESTIONED COSTS 

Find ing. No. 01-07-- Davis-Bacon Act 

Federal Program 

CFDA 14.228 Community Development Block Grant 

Complhmce requirement: 

CateJ!ory: 

C 0111 pl iancc 

Coml ition: 

A:- part ot m~ audit procedures we tested 11 disbursements amounting $634.934 to test the Cl)lllpliancc- with 
the D:n is-Bacon Act for the Community Development Block Grant. For disbursements am1H1nting 
$3 17.5'22 neither the copy of the payroll nor the statement of compliance were not found for examination. 
In additi('1n. the contracts do not state that the contractor is required to submit such in formation . 

Criteria: 

·W USC 276a 10 276a-7 establish that when required by the Davis Bacon Act. the Department or Labor'<. 
(1)01 .) ~tivernment wide implementation of the Davis-Bacon Act. or by Federal program kgislati1111. all 
l:il'i11r and mechanics emplo)ed by contractors or subcontractors to worl, on construction contrach in l' .\Cl' 'i " 

of $2.000 linanced by Federal ass istance funds must he paid wages not less than those cstahlishcd liir the 
locality of the pr~ject <prevailing. wage rates) b) the DOL. 

rhc [)a, i-.-13aclm t\ct requires that all construction contracts in excess of $2.000 financed b) federal 
a ._.._j..,lilll<.:C ltlllU::- must be paid wages not less that those t:!Stabli shed for the locality of the pro_i \.!<.:I. 

Effecr: 

The Municipalit) could be e:>.posed to adm inistrat ive action by the grantor. 

Questioned cost 

None 

Recommendation: 

I he M11n1c1pality shou ld establish an adequate internal control sysh!m to ac;ce11ain wmplianc<.: "ith the 
Davi~- Bacon Act requirement. 
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MUNICIPALITY OF ANASCO 

EXHIBIT - I 

CORRECTIVE ACTION PLAN 
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Municipality of Aiiasco Corrective Action Plan 
Year Ended June 30, 2007 

Finding Rccommendati_o_n_ ......,..... __ C_o_r-rec_t_h_1l' A<.·tion/ l 
Com litrncc Date 

Compliance 
~equircment ---------- - +-- - -

I >:wi!>-Hacnn Act 

40 USC :!76a to :!76a-7 

Finding No. 01-07 -
Oavis-Bacon Act 

t.•stahl ish that ~hen As pa11 of my audit 
required by the Davis procedures we tested 11 
nacOll /\ct. lht: disbursements amt)Ulltin!!, 
Depar1mc:!nt of Labor's $63·L<>34 to test the ~ 
~DOI. ) govc:~nmc1~t wide I Ct)mpliance with the 

I 1mplcmentat1011 ol the Davis-Bacon Act for 
()~\\'is-Bacon Act. or b~ Pub I ic Assistance Grants 

I 'c::dcr:il prog.ram pro.,rain . For 
lc::gi.,lation. all labor and di sbursements amoumin~ 

I nH.:clrn11 ics ~mplo) ed hy $3 I 7 .522 neither the cop~ 

I 
contractors ur I or rhe payro11 nor the 
-.11bc,>11tractors l\) work ori statement of comp I iance 
Cl)llstructi1'11 contracts in wen~ not found for 

1 1.'.\t:CSS or $2.000 financec e-;amination. In addition. 
hy Fcd1::ral assisrnnce the contracts do not state 
h111cls must be paid wag.es that the contractor is 
nnt less than those required to submit .;;uch 
established for the loccilit information. 
lit' the project tprcvailing 
''age rates) h), the DOL. 

rh~· Da' i .... -Bacon t\ct 
n.:qu1res 1hat all 
Clln,tructillfl contracts in 
c-;cc::.:. l)r $2.000 linancec 
hy l~dernl a::.::.istance 
lirnd" must bc paid wag.es 
not I~~:. that thL)SO:: 
c-.tahl1-.hed for the local it 
1, r ti~ pn) jcet. _ 

1-.idrn Morel: 
Dir. I ed~ral Programs and E'<ternal Resources 
March 11. 2008 

Tl1e Municipality should 
establish an adequate 
internal control ~ystem to 
ascertain cornpl iance wit I 
the Davis-Bacon Act 
requirement. 

Ortice of the Municipal 
Secretary and the:: l3id 
Board \\ill inc luck in all 
federal funded contract\ 
Davis-Bacon Act 
requirement clause and 
refer all grantee:-. or 
contracts which <HL' 

funded with federal 
funds to th~ 

Municipal it~ of Ail<15cn 
Federa l Program::. and 
External Reso11rcL·:-. liw 
orientation and 
comp I iancc. 

Effective Datc: 
I rn mediate I) 

_ I 


