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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor ard MembeN
of the Mu]tcip3l kgislarure

Municipali, ofAnasm
Aiasco, Pu€rto Rico

we have audiled the accofiparying financial siatements of the govermrefiar activities, ea.h rajor firn4 and lhe
agg.gare Emaining fimd infonnation oftre Municipality of Anasco, ('the Municipariiy.), as ofand for the yeal
eded June 30, 2010, shich collectivery comprise the Municiparity,s tasic tnan"ia iate*ous. as listed in tI,"
table of cofients. These finarcial sratemenls arE ttre responsititiq. of the Municipility's maDagement. Our
rcsponsibility is to expess opillions or these fmancial statEnents basea on om audir '
we coducted our audit itr acco.d.ece ivilh auditing slandards generaq. accepred in the united states ofAnerica
and d." {ardards applicable to f,,rcial audirs coffaineal in Covernneni natting Srardrrdq issued by theco[ptroller General of the united states. Those standards rEquire tbal we plan aDd-perfom the audit to obtain
rcasomble assrmrce about whelher the fin:mcial $atementr are fuee of material missltemenr An auilit includes
examiaing, otr a test basis, evide&e $4podng lhe amou{s and aliscrosues in rhe fi,,arciai statements. An auarit
also includes assessi.trg-Lbe accountrng principles usei and lhe sigdficant estimales made by ranagemetr! as ,^,en as
e\'?luating the overall financial saremem presenration. we believe thar our audit pmvides ; rEasonable basis for our
opinio$.

Itr our opinioq tI'" firEnciat statements referrEd to above p,.senl fairly, in a[ rDatedal respects, tl,e rEspective
financial position of the governmertal activities, eactr maior trna, ana thi aggregate remaining firM information of
the_Municipalitf, or Aiasco, as of June 30, 2010, and rrre rcspective chargeiin-frnancial position for oe year dren
eded in confomity wilh accouttring prhciples generalty acce6ea in Oe Unilea States of jmenca

In acclda,e with Gorernt ent Auditing Sta ards, we have also issueal our rcport dated March 17,2011, on our
consideration of the Municipality's intemat control over fimncial reporting and;n ou, tests of irs compliance with
certair provisiotrs of laws, r.gulatio,s, contracts, ard grant agreements ana otrer nattem. The purpose o] d,^t repoft
is to describe the scope of ou. tasting of intemal control over financial reporthg and coEpliarce and the rEsults of
thal testi g, and not to provide atr opinion on htemal contor over ftrurcial rcp;rtirlg or ori compliarce. Tlar rport
is an iDlegral pan of aa audit pefomed in accodarce q,ith Oovemneni AuAlug SIardalrb arl.l should be
co$idercd in assessing rhe results of our audit.

Accouiting pdncbles g..Era[f accepted itr the united states of America requiE that the managemefr's alisossiotr
and arabtsis and budgetary comparison inforrEtion on pages 3 thmugh i and 44 6rough 47 be presenteal to
supplement 1l'c basic furancirl starcments. such infomranon, allhough not a pa,t of t€ basic;{uncial staremcnts, is

'.qu*:d 
bI the Goremmdrtal Accounting Standards BoanC, who ;onside; it ro be an essential part of fiM;jrl

rE?orting for placing the basic financial staremefts itr an qpropriate ope'rio,al, economic, or historical co exl
we bave applied certain limitd proceduos to the rEquirEd *ppieme"t ry inrormatiotr in ac;ordance with audiring
standards g€treElly accepted in the united states of Anerica which corsisterl of iaquiries of rnanagement aborn ttre
methods of ll"parin_ gt* itrfornatiotr aod comparing the information for consiste$ with rnanagernent,s resporxes
10 our inquiries, the basic fina&ial statements, and ott*r knowledge we obtainJ during our aualit of the basic
fmarcial slatemenfs. we do not eqness an opinion o. proviile any asirnnce on the info@-:tion becalse the limited
proceilures do trot povide lls with srfficient evidence to @ress an opinion or pmvide ary assuance

I

PO- Box 194805, Hato Rey, pR.009194806,-1027, 
l.T. piierc Au, puqto Nueoa. r-R_ 00920

Phoie: (787 ) 793-s353 . Ea,: (787)79j s355
r@.ujtcatutona.cotu . E.Mait: itc@jtcofdona cotu . Lic.31
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To the Eomrsble Mayor altd Memberr
of the Municipal L€gislature

Mrdcipality of Anaso

'l (*L^-{c"
bst l cannoxe * co. r,.s.c.

ODr_audh w"s conduc.ted for the pupose of forming opfuions on the financial statenlellts that couectively compdseth€ Mutricipalityh firuncial sraremenrs as a whole: ri," u""o-p*y;ng 
""r,"arr" 

oGG.Ii**. 
"t 

r"a".rt 
"*.a""-l-::91 |"..p]T"T" "faddibonat 

anallsis as rcq"i,.a uy u.s.'o#,"" oi rr,rr"rg";";i;; BMset Circular A_t15, Aud s oJ Notes. Lctcat Gavemnent' and Non_pnjt Otgmizanorr, and is also not a rEquiEd palt of the
financial stalements. Such infomalion is lhe resporsititity of."arug"-ent a.ra was a*vea from ana refare a;recrfy
to-the uderlying accounring ard other rccords used ro prepare the-firurcial statements. The intonnation has beensubjlted tq the 

_auditing 
plocedures applied in the iudit of tfre nnanctat statements and certain additional

Focedures, including comparing and rcconciling such infotrtrauon direcry to tlrc unalertyifi acco,nt,rg and other
rEcords used to prEparE the finarcial staremeln. or ro the fuanciar .r"t"-"rr" t"r*"io"i and orher additionalprocedrfes m 

_accordance 
xifi audjung srandards generall] acceprd in rhe Unrt.  SLi., ot America In ouoprffolL rm morma[on ls tad] stated in all matenal rcspects iII relatiol to the i[ancial statemeffs as a whole.

San Jxan, Puetu fuco
March t7.2011

The stamp nmber 2549378 of the
Puerto tuco Socieq olcenifled
Public A@oudants was affrxed 10

the origiml oftltrs repo( PUERTO RICO
LICENCIA 3I
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COMMONWEALIE OF PI]ERTO RICO - MUMCIPAIITY OF ANASCO

MANAGEMENT DISCUSSION AND ANAIYSIS
['OR TEE FECAL YEAR ENDED JUNE 30, MTO

Wilhin.this section of the Muaicipality of Aiasco's financial sraterDenrs, the Mmicipahty provides a narrative
disor.ssion ad ambsis of th€ fii',rciat activities of rIE Mmicipatity for rhe nJl""r'"J.a m" :0, zof O. n"Municipality's fmancial perfornarce is discussed ard *rty.r.i *itirin tr" .ont"x'oi tti_icco.r,panying ro,ancia
statements and disclosruEs folowirB this sectiorl The discussion focuses on the Municipaliryt primary govemmem.

FINANCIAL EIGHI-IGH'rS

' The-assets of tile Mutricipalif ofAjasco exceeded its liabilities at the close ofthe most rEcent fiscal yea
by $28,961,331 (Net assets).

' the cE)itrl assets incrEased W $1,614,2t4 as corryaEd to pdor year mainly due to additio$ and
irryrol/emenls of iDfrastnrcfurcs.

' The Municipality's gove unenlzl fuIlds rcloted torrt ending ird balmce of$9,116,084 this year. This
amounl rEprese(s an incrEase of $352,889 duing the crErent year as compeed to the prior y;a, ending
firnd balmce of $8,763,195. The undesignaled fimd balance of tlle Oenerat puU for fiscai vear 20ro
amotfits to $1,278,941, which represenrs an indease of $353,772 as compa.d to tle prior year balarce

O!'ER!,If,W OF TEE NNANCIAL STATEMENTS

This discussion and analysis is inlended to serve as an inEoduction to the Mudcipality's basic financial stateme s.
The Municipality's basic financial slalements include: r) goveme -wide fimilc $atemeffs,2) fund finarcirl
stalemetri ad 3) mtes !o the financial slalemenls. This rcport also mntains othel supplemedary infomlation

Govemmert-Wide Financid Stat€metrts

The govemnent_wid€ financial $atements arE desigrcd to pmviale tt' users of tt* financiar statements with a bmad
oven iew of the Mudcipality's finalces, itr a fiunrcr simil& to a prirzt€-sector btrsiness.

Tle Statemenr of Net Ass€ts prcsenis infonnalion on all of the Muricipali!,,s assets and liabilities, and their
tlifrerEnce repoted as Det ass€ts. Flu.^tDations itr not assets mry selve as a usefirl iadicator otr rphether the ll|,trcial
position offie Municipality is imPloving or deteriorathg.

The starement of Activities presents inforrnarion showing how rhe Municipality's net assets clEnged dnring the
most r.cent fiscal year. A1 changes in net assers are reporred wher d'" und;rryrB event givug rise to the change
occurs, rEgardless ofrhe timing ofrelated cash flows. Thus. rcvenues and expenseJ arc rep'orted ln the staternort ot
Activities that will ontv result in cash flows in furur€ fiscat pedorts. The sraiement of Aciiviries is focused on bortr
the gmss and net cost ofvarious activities. This b intended to sutunarize ard simpriff rhe useas amlysis ofthe cost
of \,?dous govermErtal services.

The Muniri_parityt activities arE principary srpported by taxes ard inlsrgovemenhl rcveoues Goverrmertalacti,,ities). such goverfiier{ar activities arc crassified as general govermnJ4 r:rba:r ard economic rrevelopmer4
public safety, health and sariblior! cultrrrE, recrearion and educatior! and pub housing and weuarE.

trurd trinarcial Statem€nts

A f,rnd is a grDrryfug of iErated accous thar a," used to maintain contol ov€r rcsouces tIEt have been segrEgsrted
for specific activities or objecfiv.s. The Mmicipality,like other state a,d local goverrrnerts, uses fund ado,irting
to ens.oe and demonstsate conpliarce with fuance-related legal rEquir.neds All ofthe fimds ofthe Mr:dcipaliti
are classified in &e calegory of govenrnertal fimds.

JLC



COMMONWMLTE OT PUERTO RICO _ MI]NICIPALITY OT AfrASCO
MANAGEMTNT IIISCUSSION AND ANAIYSIS (CONTINI]ED)

FOR lEE TISCAL YEAR ENDED JUNE 30,2O1O

Covemedal fiDds arc used to accorutr foi ess.mirtty the s@e fimctioDs reported as govemer al acfivities in thegolEmmeol'wide fiDmcial stale,,eots- Ho*6ver, u.like rhe govemmeot widi r--cid-$ar€mertrs, gove,*ed frmdfinflEial slatemems focus on cunE ,t sornc€s ard_us€s of e$odatte re"orocas, as wel as on-balances of e>perdabre
resourEes available at the end of the fiscal year. such inforiration may be usedrl in evaluatiag a Mrmiciparity,s near
term fnancirg rcquircn€rrls.

Because the focus of govenrnentat fl,ds is narrower than that of the govemment wide finarrcial stareme s, it is
useirl 10 co,pae the information pesentod for govemmeflal firnds with sinirar idomation presented forgovermeoul activitics in tbe govemmed wide finarcial shemerts. By doing so, users of the basic 6mrcia1
:tateme$ mE, 

!e-Eer- 
ujrdeNand the long-leml ill{racl ofllle Mmicipality's ne;_!erm firurcing decisiotrs. Both

y FL"T:*f fu,d" 
lalance sheet and fte govemmedal firnd statemems of rcvemres, expenditr[Es, and cbangesrn ruu babnces pmvrde a rEconciliation to facilitate this con{rarison betweetr govemental imds ul

govemmenlal activities.

Notes to tha tr'iltancial Statements

The Dotes prcvide additio,ar idomation that is essefiial 1o a full udersl2ding of th. dala povid€d in rhe
goveromslt wide and imd finamial statemetuj.

Reqdred Supplemeutary Inlormation

Tte basic finmcial stateme s are folowed by a section of rcquirEd suppleoefiary infonnalion This section
inch,des a budgetary comparison schedul€ bet\reetr final buagered anrouft-and actual'amomi. for the ceneial and
the Debt Seryice Funds.

ANAIYSIS OF GOVERNMENT WIDE FINANCIAL STATEMINTS

Nel A.$!ek - The condensed statemen! ofnet assets ofthe Mrmicipality as of June 30, 2olo ad 2009 is trEseated

lnvested in capital asseis, netolElated debt

1_s.1o1{ abovel tlre Municipatiry rotat assers incrcased by $229,441 while d'" rotal liabilities decrEased by
$1,444,873 mainly due to a ded€ase on notr-c,nent liabilities by the anouE of $Z,l21,6tt. As a r.sul! the rct
assets inoEased by $1,674,214.
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COMMONWEALTE Or PL'ERTO R]CO _ MI]MCTPALITY Or AiASCO
MANAGEMENT DISCUSSION AND A],IAIYSN (CONTINUED)

FOR TEE f,ISCAI, YEAR INDED JUNE 30,2OTO

Net assets may serve over time as a usefirl indicator of a govenurcfl s rmancrar position The Municiparity's ne1
assetr amomted to $28,961,331 as of June j0. 2010, as compared ro the ne1 assets of $27,287,1t7 ofthe prEvious
fisc€I year.

The 
-hryesl 

portion of rhe Municiparig's net assets rEpresefltr the iffes',"nt in ceital assets such as ran4
buildings, cquipment, etc., less any oulstading related debt used to acquire t*",".i". m" Vrrrl"ipaty *"i
Ihese- capilal assets to providc services to irs citizens; consequen{y, th"." u"""t ,rr not ava abre for futurc
spending. Although the Municipali!'s i*estmenr in its c4ital asset! is reporrear ne1 0f rcilted deb! it should be
noted that the rEsouces needed to repay this debt musr be prcvided ftom the Debr serice Fund, since the capital
assets then0selves cannot be used to liquidale these liabilities.

The amoufis rcstsicted for debt service 
'Eprcsetrl 

alother poniofl of the net assets, aM ttrese aJe rEsources subject to
exlemal resEiclions for rfu purposes explained above

An_additional?ortion of the Mrmiciparilv's rcl assels ir tle unrestricted deficit. This is the consequence ofp.vious
budgets, which did not pro'ide irding for rncuned long-term obligations such as compensared abseDces. landlill
closure and posr-closure care costs, craims aM Judgmenis and othe$ Historicanv, such obrigatioru have been
budgeted on a pay as you go basis withoul proriding funding for their futuE iiqurOation. -onsequenly, rfre
Municipalilv cafi,ot dra' from is existing assets ro provide seffiaes to ils citizers aniaepenas on is raxing alitit_v
to continue its operation

Activities

The condensed statement of acti'ities of the Municipality for the yean ended J.,oe 30, 20 l0 and 2oc9 is presemed
below. As noted_ therciL rhe Municipality's ne1 assets inffeased by appmxirnateg $1.7 mithor cftrts and
conlributions, including federal aid, accoirnred for aff)roximatety 10.<;9y. a\d 2r.5r"i" ot ttu Municipatity,s toral
leIelue for fiscal yea$ 2010 aad 2009, rcspectively On 1_IIe other hand, ir fiscal year 2010, apprDirnately 45 06%
(44.73% perce4 in fiscal year 2009) Esuhed ftom taxes.

The Municilaliry\ exT,enses cover a ratrge of selvices_ The lrrgest expe$es during fiscal year 2010 were for
activities rclated ro gcneral govortunent ($6,29?,68t), uban and economic devetopm; ($1,908,391) and culture,
recreation and educalion (s2,4?1,083). Total e)penses on 2010 dedeas€ in comparbon witr fiscal y;ar 2o0s toui
expe,ses by I1.28% ($1.845,622).

Progl?m rcvenues:

Operating grarls and contdbutions $
Capital g.nnts and conrributions

__-1194.840 1.840.180 (s40.140)

16,191,613 16,590,3?5 (398,162)

o/o

ftatrge Chauge

I (44',7,537)

(1,341,M1)

(397,896)

93,834

t55,867

22,420

2,056,33t

-2.40yo

2010 2009

General Ievetrues:

Property taxes

Municipal licerlse taxes
CoruEuction excise taxes

SaIe tax
uuestsicted contributiotrs
Miscellaneous

Total revemres

947,A13

831,240

3,809,336

1,79',t,298

315,383

l,37r,r3s
5,817,568

$ 1,395,3s0

2.t'72,641

4,207,232

1,703,464

t59,516

1,350,715

3.',t6t,231

JLC
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Ep€oses:
Gercral govenmert
U6an and economic development
Public safdy
Health and sanilation

Cultue. recreatio and educarion

Public houshg and wefarE
lnterest on long-term obligatioN

Total eryerses

Clarye itr net assets

Net assels at begiming of fucal year

Net assers at end of fiscal year

I,175,062 ( I. t59.313)

COMMONIVL{LTE OF PUERTO R]CO - MUNICIPALITY OF.dTASCO
MANAGEMENT DISCUSSION AJ{D ANAIYSIS (CONIINL,ED)

FOR TEE }'ISCAI, Yf,AR f,NDED JUNE 30,2(TO

6.291,681

1,908,393

1,291,t97

2,.17I,083

1,473,159

5,460,436

4,673,339

94,367

I,499,159

2,t67,151
I.093.507

83',t,245

(2,',764,946)

365.190

(201,962)

301,932
'780,252

215.i29

21,287,1t1

227,354

27,059,763

i4,517,399 16,363,02t (t,us,622) -tt.28r/o

1,614,2t4 1,446,860

221,354

$ t.614.214 6.140/"t1'7

Total revetrues ftom govermsual acliyities dedEased by appmximalely 2.40 % (g398,?62), as compaEd 10 pdor
year. This decreas€ is rnahly the rcsult ofa decrcase oo ptoglanl and p;pery tax revemres and rcvenues rclated to
interest on deposits; offset by an increase otr ufiestrioed mot rlutio*.' 

_

FINANCIAL AI{ALYS$ OF TEE GOItsRNMENT'S F'UNDS

Govemmental funds

The focus of the Mmicipalir's govenErcDlal futrds is to provide infonnatiotr on near-term inflows, oudows, arrd
balarces ofe4,endable rcso,rces. Such information is useful in assessing the Muniapafity,s fnancmg rcquiremerts
In paflicular, urcserved firnd balance may sene as a usefi measr.ue oia govemm;,s rct resources available for
sleDdiDg at the end ofthe f,iscal year.

Al lbe e 4 of the cune[t fisca] year, the Mumcrpalitl s govemmerua.l firnds Eported eflIiry frnd bdances of
$9,-1^16,0-84,,which represenrs an ircrcase of approxirnatetyl: S.t,OOO in comparison wittr p;oifiscat year Ufance
of$8,763.195. Forthe end offiscal vear 20l0 rhe Municiparrry of Anasco piesenrs aa unreservea firnd ba.larce of
$1,296,005. The reo,aining of the fimd balance is rcse*id o inatate dm it is not available for oew speDiling
becalrse it has ahEady be€n committed ro: a) ceilat Fojecrs $5,597,029i b) pay for debt sewice $t,:at,+ZS; cl
cncDrnbnnces 9784,46t;and d) o lel specfied purposes {j57,t14

CA}ITAI ASSEIS

The Muicipality's inveshenl in capilal assets for its govemmental activities as of June 30, 2010 anorm&d to
approximateb $26,048,085 (net of accumdated deFeciation and rclaled debt). This iNesrnenr ir c4ital assets
includes 1ar4 buildhg, equipmen!, impmvements, vehicles. infmstnrctue and .o*t^"tioo ill p.ogrr"".

The tolal de".ease in the Municipaliry's investmem in capiat assets was 2.90% as conpeed to the rast fiscar year.
A:.t'fl,epetrdrures,ro puchase or cotrsEucr capital asseG for rhe fiscat year ended Jlme 30, ,Ol0 was $f,27j360
wD e deEec,ton charSes a,nounted to sI,Ir0,695 for the fiscal year. The erding balance reported on capiiar ass*s
amomred ro $60,268,628 by rhe erd ofyear, wirh dQreciation a,noutring ro $20j15,809. 

-

$ 28.96t.331 S 2',7 287
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COMMONWEALTE OF PI]ERM RICO - MUMCIPAIITY OT A.frASCO
MANAGEMENT DISCUSSION AND A]{ALYSIS (CONTINIIED)

rOR TEE T'ISCAL YEAX ENDID JUNE 30, 2OIO

Cort basir of capital ,ssets and the accumulated depreciation:

Land

Constrction in progess
Lad irprovemeds
Building, shrctues and iryroveme$
Infi'aesEuculE

Machinery and equipment
LiceNed vehicles

Tolal $ 60,268.628 $

Cost Basis of
C{pital Ass€ts

at JEde 30, 2010

$ 6,125,440.00

2,699.592
4,569,008

21,133,O22

t8.69tItA
2,395,t3 7

4,054,65I

Depreciatiotr
at June 30,2010

2,987,895

3,925,769

8,659,120

l,4t'7,696

20,7t5,809

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality is a political regar entity witha bgisrative and admhisEative powers in every area ofmunicipal
gov.e1nn901t wigr peletMLexistEnce aM legat person lity The Municipal Govemment conwises the executive
arld l%islatiJe branchas_ The Mayor exercises the executive power ad tlle Muaicipal L;gijlaue, s,ftich is
coryosed of 12 members, excises the legislative power

$ prcviously discussed in this r.por! the Municipali, Fovides a firlt range of services to its cofiunu ty in generaL
The Municipality's principal so,ocss of rcvemre a," prope{y taxes, municipal liceose taxes, comiUtlors by tf,"
state govemment, aDil Federal Glarts.

The Mudcipality has a moderate industrial base, which includes faclories atul inalustries. wholesalers, rEtail storEs,
fi,'arrcial institutions, restaurafis, among otheN. Th,* mdusEial base has mainra ed almosr rr.e same levet durir8 the
mosl rccent yeals.

Ihe Municipality's Budget for the fiscal year 2009 - 2010 incrEased by $241,882 as corparEd to the priot fucal
year.

REQI]EST FOR INFORMATION

The firDncial rcport is designed to provide our citizens, taxpayers, customers, investors a,Id uediors wiri a Seneralovervi", of the Municipality's fimnces and to demonstrate tbe Municipaliry's accouidability. If you bave q'istions
about this rEI,o( or need arly additional info..,atior\ coEact rte Depaunart of Fi mce, Ath: Luis Ranircz
D6metrectr d Box I73, Anasco, Puerto Rico 00610-l?3 or cal (?87) 326-3100.
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COMMONWEA/IH OF PI]ERTO RICO. MUNICIPALITY OF ANASCO
STATEMENT OF NET ASSETS

JUNE 30,2OTO

ASSETS

CaiI in commerciat banks

Account receivable, net:

Propedy taxes

Sales 6xes

cmla and conaibutions

Restricted assets:

Cash and cash equivalents

Cash aM cash equivalents with fiscal ag€nt

Capital assets:

Non-d€pre.iable

Depreciable, net of accumulated deFecialion of $20,71 j,909

Defened charges, net of accumulated amortization of$45,662

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES:
Accounts payable and accrued liabilities
Du€ to other agencies

Defen€d revenues - Municipal license tax

Accrued inrerest

Non cunent Iiabilities:

Due within one year

Due aftea one year

Total liabilities

NET ASSETS:

Investnent in capital assets, net of relared debt

ResEicted for:

Debt service

Capital purposes

Other spe.ifi ed purposes

UnresEicaed deficir

Total net assets

Toral Iiabiliries and net assers

Governmental

S 6t2,222

784A40

57,s68

768,154

3,742,543

7,230,802

9,425,032

30,127,787

52,',]81,467

s 732,594

1,3t',|,952

1,647,926

507,383

1,887,059

t7,727,222

13.820 136

26,048,085

1,381,475

5,s97,029

84),5.t5

(4,906,833)

28,961,33t

_$___-_:2J3J1g_

See notes to the basic financial statements.
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COMMONWMLTE OF PUERTO RICO - MUMCIPALITT OF AfrASCO
REcoNCrLrATroN oF. Tm Go!,ERI{MENTAT rrnn reLANcE sforr

TO TEE STATEMENT OT'NET ASSEIS
r.oR IEE TISCAL YEAR EIIDED JUNE 30, 2010

TOTAL F'[IND BAI,{NCE - GOVERNMENTAL FI]NDS

Amounts reported for govemne al activities in the $atern€.l of rct assets are different

. Cqital assets, net used itr govemmerfal activities arc not culrEfr finaDcial
resources and therEfore arE Dot reponed u the govermental ftrtrds ba.larce
sheet

. Defened (uavailable) revellles in the govemnental fimds thal arE rEcogn;ed
as rcvenues in the statene$s of activities

. Debt issued by the Muicipality has associated costs (debt issued co$s) that
arE paid fmm curletrl available fimncirl resources in the govermnefiat it1ds.
However, these costs are defered in the slatement of neiassets anrl reponed
net of acamulated deprecratton

. Intergoverunenlal receivables rclated to Chrisfmas bonus that are not
considerEd available financial resources at flscal year€Dd, thereforE, ale not
rcported in the govenunertral frmds.

The followig liabilities arE not due (mature) in the curletrl fiscal year. therEforE aE nol
rePo4ed in the goven:menlal funds:

. Acdued ernploltes' Cbristms bonts

. Intergovermedalpayables

. Bords payable

. Accrued interest payable

. Notes payable

. Compensated absences

. Solid waste landfi closurc aIId post clo$fe care cost

NET ASSETS OF GOWRNMENTAI, ACTIVTrIES

$ 9,r r6,084

39.552,a19

952,ttO

32.919

I19 817

Q57,%6)
o,246,000)

(15,208,250)
(341,671)

(284,4ss)
(1.977,s96)
(1.450.480)

s2c96r31

See notes to the basic firDnciat stalements
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CoMMO,{EALTE oT PUERTo RIC0 - MLINICIPALITY h!,ANAsco
STATEMEN"T or RE!,ENUES, ExpENDrrrIRxs Ar\,D CEANGES IN Ft ND BALANies - Co;RNrrtr^.rAl ruNDs

FOR TEE I'ISCAL YEAR ENDED ruNE 30, 2OIO

$1,4E0,000
G.n..slFund Lortr Fund Fund Otb.rFunds

R$'ENUES:

Codshuction excise

Charscs for ssies ,nd oine. @nrribufions
Gmas ed @nlriburioos

EXPENDITURTS:

Genedl govemment

Uloe and ecorcmic developbe.t

Healfi ed sditaliori
Culturc, rcc.eation ed edu@rion
Public housins sd rctfare

Tolal .xpoditEs

Ex@ss (Deficicncy) ofEvenues ovq

olld finecias sol,re (!s6):
Ttmfr-in fiom othe. tun.ls
TlmfeFoul to olher funds

Total othei fintucing sour6 (user, ner

2,965,622 S

1,791,298

3r5,183
I,003,539
1,160,603

4.576.206

80,'794 23,516

$ 701,153

369,596

1,402

s 3,666,975
t,791,298

315,383
1,373,r35
1,483,002

158,377

t22.399
2,6r 8,t l6

52,50J
41,898 4 -64 4h bb2

12.141.141 2J.b76 tn-) irt 2..a7.984 r6n35 tt{

5,679_527

r,ri9.294
306.810

t.265.019
2,t40,11A

874.3t4

74,181
668,587

I60,205
784,865

223.000
t52.298

r,183,457

5.753,114
1,E27,881

306,830
t,265,079
2,30t,92s
t,659,179

't92.OOA

503,491
1,273,360

15,682,455

569,000
351,t99

56.320 13 583

11,482,084 33,583 920,t99 3,246,599

6s9,259 (9,907) 152,152 @4a,5t5)

17.054

352.889

(215.87r, 12l.610r r8'4r r4t?.802r
21s,873 375,298 668,225

(668.225t

(118.819) 123.6'l5t (52,504)

(31.583) 36r,l5l (50r,1r9)

214,999

Nei chmge in tuDd bal&c

Emd balane at b€ginning offiscalyea.

Fund balee at endoffiscrlve,r

i20.440

See notes ro rhe bsic financialsratemenrs

-152,889

1.178.i04 t.011. 14 4.1!_.trr, s.?5.r.lq\

_!_ _.],111,!?6 _$ - l_.38r,4?5 _!____1,116,38r L:Ji!!!4
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COMMONWEAITE OT PUERM RICO . MUMCIPAI-ITY OF AfrASCO
RECONCILIATION OF TEf, STATf,MENT OF RE}TNUES, EXPENDITI]RES AiTI CSANCNS
IN FUND BALANCES oF GovERNMENTAT ruxos ro rim srernmtt or ecirvmms

TOR TEE FISCAL YEAR ENDED JUNI 30,2OTO

NET CHANGE IN FI]ND BALANCf, . TOTAI GOVERNMENTAL F'UNDS

Amounts rcported for goverme{al activities in the statemetu of activities are different

The following rcvenues rccorded in the statemed of activities do mt pmvide curlEtrl
fiMn.i.l resourEes, thercfole arE deferEd in the govennenral firn& - Irrcre3se in
pmperty tax defercd rcvel)rres. Grafis and Cotrtributions

Goverimental funds report capital outlays as expenditues However. in the slalement
of activides the cost of those assets are allocated over their estimated usei lives as
iunotization expense. This is the amoml by which capital outlays exceedeal
deFeciation and amortization expense

Repavment of principal of long term obligariotr rs expenditure in the governrnent l
funds bul the rEpayment reduces long lerm liabilities in tlle statenenr of net assers

C€(ain adjustnents otr hterest repo(ed in the statemenl of activities ,Ir no consialereal
to affect cunent firarcial rcsources, therEfore arc not plesenled in the goveEnnenlal
finds

The lafflfill closrre and post closrrEs carc cost has been adjusted in accordaEe with
confnnation letter rEceived during cufEnr year. This aaljustsnent do not affecr
ex?etrditues in the govermnental firnds

Certain accmed interEsr exp€nse reported in the stateDent of actiyities do not rBquirc
the use of cunent finarcial resoulces. therefol€, arE nol rcported as oeetrditEes in
tlle govenmental fimds

Some cxpeffes rcponed in the statement ofactivities do not ftquiE the us€ ofcurrent
finalcial rcsources, thercforc, are not reponed as ex?enditures in the stalemenl of
governrnental funds

CEANGES IN NET ASSETS OT C.O}'ERNMENTAL ACTIVTTIES

See notes to &e basic fi&ncial statemenls.
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$ 3s2,889

156,159

162,665

847,958

30'1,814

t,232,6t5

(20,106)

0.365.940)
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COMMONWEAITE OF PUERM RICO - MUNICIPALITY OF AfrASCO
NOTES T.O THE BASIC FINANCIAL STATEMENTS

FOR TEf, FISCAI- I'EAR ENDED JI]NE 30,2OIO

r. ORGANIZATION AND SI]MMARY OF SIGNtrICANT ACCOI]NTING POLICIES

Oreani4rion

The Municipality ofAiasco (1he Municipatity,) was constiued on t?33 m the Connnonweatrh ofpuerto
Rico (the 

,-Commonwe3lth). The Municiprlify bas firll legislative, 6scal arxt aI other govemmental powers and
rcq,onsibilities exprcssly assigned by p.blic Act no. 81 of A.gust 30, 1991, as amerd.;d.kt,ov.n as Autanonous
Mtnicipalitks Act of the Commonveatth of pue o Rrco (dr Actr The Mutricipatirt rs o.e of sevenryright
municipalities legally separated fmm dre Commonwalth's govermnent.

The common*ealth's constitrtion pDvides for *'" sepa.atior of powers of the executive, Iegisrative ardjudicial branches of the comnonwealth ard rhe rnmiciparities However, the Municipalityt goverrnental
svstem consisb of executive and legislative braiches onh. A Mayot elected every fouryears bitle citize,s,
exercises the executive power of the Munieipality. The legrslative power ofthe Municipa[ty G exercised by
lhe Municipa.l Legislature, whose members are also elected every four vea$. The jMiciary power is exercis;
by the General Jnstice Court System of the Cofi'nonwealtf which has judsdi6ion ;ver the Municipality

The Municipali9 assumes either partiar or firll rcsponsibilirl for p,o...id g serices to its citizens rcrateal to
lSP lo*rrg, welfarE, public $fety, heaft\ sanitatioA educatio4 cdtuxE, rccreatior! educalio4 lrban
developmetrl, economic development, and mary other fiscat, gercral and admids-trative selvices.

Reportinq model

The acconpalying b€sic firamial slalemeffs present the f,ancial position aad the rEsults ofoperations ofthe
Municipality rs a_ whole, aM its veious govenrnmul funds as of;rnd for the fiscal year ended Jrme :0, zol0,
in cod!.mity with accounting principles generaly accepted u the United States of Amedca C.GAA'), ;
apptcable to govemmental uni8.

Ir Jlrlle 1999, the covemmentat Accounting Starxtards Boad (..GASB..) issued Satement No. 34: .?asic

l)\,:,:,:! !r!"f!.",t"- . -?!d 
Manase ent s Dtscass,on and Anotysts _ lot stote and Locat Govemments. ,

C'GASB No. 34"). GASB No. 34, krorin as dle RQoning Modei prol,ldes for the mosr significat change in
financial rEporting fo._stale atrd local gjvemmenls_in wlr ZO yeirs and afiecs the way-the MLdcip;fity
preparEs and presents fimncjal infomatior. TIle Sraremem was aiopted as of July l, 2001. In addition, io thii
Slalemenr; GASB StatementNo- 3'7: "Basic Fhoncnt Srotenents dnd Managen; s Dtscussion and Anatysis
forStakandLocalGovemnents:Onnibas",andcASBStaiementNo.33:,rcertainFjnancia!statenentNote
Drsclo.rr..r" have been adopted and are rEflected in lhese fitrzrcial sIatemeds.

Accoditrg to the fiiancial rcporting model established by GASB No. 34, the lequiIed basic finarcial st tements
piEsentalion applicable to the Municipatity is composed of the fotlowing elemenls: (l) goverffrcnt-widc
financial statemenls (GWFS), (2) govemnertr l fund financirl statEmerxs (GFFS), (3) notes to basic finarcial
statemmts, and (4) rcquircd $rpplemcntary inlomation (RSI) RSI coruists oi (l) Management,s Discussion
altd Analysis (MD&A), (2) budgctary companson schedule general fixd and (3) budgelary conrpariso
schedule - ilebl service fimd. RSI is infonrffiotr prEser&d along wit\ bur separdle frorl! the Muicipality's
basic fimncial statemeffs

- MD&A is a r,arrarive report ilut intoduces the accomparying basic fuIancial statements afil provides
an anal)4ical ovefiiew of the Mudcipatiiy's fmancid activities for the fiscal year ended Jur1e 30,
2010, based on the Municipality,s knowledge of the tra$actions, events ard conditions rcflected in
the basic fin2ncial slalements. The MD&A also higl ights cenain key fiscal policies that conEol the
MunicipalitJ's operations_

- Budgetary comparison schedrile - gercral imd b a companion of 1he actual Esults ($ing tbc
budgetary basis of accounting, which diffen from GAAP) sdth tlle originat bMget and de-final
anended budger for the generil fimd A budget to cAAp rcconciliation is plesenred providing
bfomation ofalifferences between the budgetary basjs of accotmling and cAAp.
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COMMONWEALTH OT PUERM RICO - MUNICIPALITY OF AflASCO
NOTES TO TEE BASIC FINANCIAL STATEMENTS

FOR TEE FISCAL Yf,AR ENDID JUNE 30, 2OIO

Reportine eftitv

Tt," accoqarying basic ftrancid slatemeffs irclude a departments, agencies and nfidcipal ope'tional mils
that are under lhe legal ar'd administsative control ofrhe Mayor, and ihose financial rcs;urEes are under the
legal cuslody and control ofthe Mu cipality's Director ofFiurce ard Budgel, as prEscribed by Act No. 8t.

Th€ Mutricipality's management has considerEd all potential conDonert unirs (whether govennenral, not-for-
profiq !r profit-oier[ed) for which ir Inay be fiIlancially accormrabte and orhei tegaliy ieparate orgadzarioff
for wnich t'le traurc ad sigdficance of tlEir relationship with tte Municipality nay be such lhat o.clusiotr of
their basic fin ncial $aremeEs from those oftle Muiciprlitt would car; Ihe M;icipatity's basic financial
stdEmeds to be mislesdhg or inconplete

As defined by GASB Starenem No. t4,'Ihe Rnancial Reportihg Entit), as amer:l.led by GASB Sratement No.
39. Dererrnining whether certain orgarlizations are conponent Llnits, componefr Dnits arE entities tlat are
legaly separate organizatioN that should be included in the Municipality,a rcponing entity because of the
significrnce oftheir operating oifinancial relationship with the Municipalit]. By narre and signifrcance of rhe
rclationship betweer the entiry and a primary goverftnent

The Municipality's maiagement bas concluded tlat, based on the aforemeffioned criteria, there are no legaly
separale entities or oBaniations that should be rcported as component units in the basic fiDrcial sialemeds of
the MudciprlitJ for the fiscal year ended JurE 30, 2010.

Govemment-wide fmancial statemeffs

The govenrmenlal-wide financial statemeffi (,.GWIS,') are composed of; the slareme.t of net assets aa4 the
stateme( of activities. These financial statemenfx report informatiotr of all goverfinenal activities of the
Mmicipality as a whole. These statemsrus are aimed al prEsenting a bmad ov€rvie* of the Municipality,s
finances by reponing its fin ncial position and rcsults of operations usiry methods tbat arc similar to th;s€ used
by most private businesses,

The focDs of GWFS is on the operitional accountability ofthe Municipality as a sitrgle economic tmit anal not
on compliance with budgets, regularory requirenenrs or on the use of available or cunendy expendable
fioarcial rcsouces (refered to as fiscal accouftability). OperatioEt accountability is the MuniApality,s
respotrsibility to rcport to the exlenr ro which it has rnel irs opeiathg objectives effrciently and efrectivety, using
all rcsources available for that pu4,ose. Il focuses on the MuniciDalitJ's principal operdinS odective, which ii
to provide serices to its citizens.

The accorparyitrg stalement of net assets Ployides short-telm a long-term infoEBtiotr about the
Municipality's ftrancial position by presenting all of the Municipality,s assets ard liabilities. with the
difference between 0rcse hvo iterns rcporred as ncl assers' (equity) and/or accumulare-d deficit. This statemcrt
assisb BarBgement itr ass€ssing the level of seffic€s that can be provided by the Mudcipslity in the fiture aDd
iA ability to me€t its obligations as they become due. h additioq this statement Eporis tle extent to which the
Municipelity has invested in capilal ass€ts and discloses legal and mnEactual resldctioru on resotrlces.

Net assers alE Eported itr the accomparying stalemed of rct assels within the folowing thrEe caregodes:

- hvested in ceital assets, net of rElated debt - these consist of ceital assets, rct of a.aunnrbred
deprEciation and amortizatiotr and, rcduced by the outstanding debts thal arE altrjburable to the
acquisitior! coDsfuctioD or ifipmvement ofthose assets_

- Restricted rc1 assets - these rcsult when coEFaints placed on net assets use arE either e).1ernalb
ifiposed by grd[ors, contsibutors, laws or regulalions ofother goverEne[is or irryrosed by law tlrough
constitutioEl provisions or enabling legjslatiorl
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COMMONWEALTE OT PUIRTo RICO . MI]NICIPALITY OF A.frASCO
NOIES TO TEE BASIC NNANCIAL STAIIMf,NTS

FOR TEE FII;CAL YEAR ENDED JI]NE 30, 2O1O

The Mudcipality has rcpofled th€ folowing tDes of rcsticted net ass€ts in tbe accoEpanying
statement of net assets:

- D*t service - ReFesents net rEsourc€s available to cover futue debt servicc paymelts of bonds
and notes payable.

- Capital projects - Represent net resources available to fimnce the acquisitioL construction or
improvement of major capital assets under conhcts and other commiments.

- Other specified purposes - RepEsent nel rcsormes al'ailable from certah federal and slate gxarts,
which have been set aside io carry out severdl programs.

- Uflestsicted mt assets - ttrese consist of net assets, which do not meet tie defmition of the rwo
preceding calegories. u Estricted net assets often are designated to indicate that managemerr does not
comider them to be available for general operdions. UnrEstricted rlet assets often have consadinls on
rcsources that are iEposed by maugemen! but car be rEmoved or modified.

When both rEstricled and uEstricted rcsourc-es are available for use, it is the Municipality,s policy to
gercmlly use rcstdcted rEsouraes first, aad then uEestricted rEsources as they ae needed.

The accofipatrying slatemefl of aclivities ples€,lts the Municipality,s rEsllts of operdions by showing, how
the Municipalityrs net assets or liabilities chatrged during the fiscal year ended June 30, 2010, usiDg a net
(expense) rEvenue format. This statement pesents the cosl of each fimction/program as well as the exlent 10
which each of the Municipalit-v's ftmctiolls, tr Dgrams or other services either corfibutes to or &aws ftom the
Mudcipalif"y'i general rcvenues (such as pIoperty taxes, mrmicipal license taxes, constnrctiotr excise laxes,
etc.).

A furctioD/progam describes a goup of activities that are aimed at accorplishing a najor service or regulalory
rcspons$fity. The fimctione!rcgrams rcpoted in the accoryanying basic finarcial staielrents are: (t) genel?l
govemmtrt, (2) u6an alld economic developmerd, (3) public safety, (4) health ard saritatioq (S) culue,
rcdEation and education and (6) public houshg and welfare. The govemmanlal operatio$ of the Municipaliry's
deparUn€nts and opelalional units are classified within the following fmctioDrprograr\s in the dccompanymg
basic fi nancial statemenis:

Gereial qovement:
- Mudcipal legislatfe
- Mayor's oflice
- Depa(ment offinmce and budget
- Department of hurnm Iesources
- Departnenl of municipal secrctary
- Deparhenl ofiraemal audit

Urban and eaonomic developmenti
- Departnetrt ofpublic works
- Departsnert oftoudsrtr

Public saJetvi
- Deparbrcnt of mtmicipal police
- Departne of emergency maugement

Health and sanitation:
- DeparElent ofhealth
- Departmed of sanitatiotr

t6
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COMMONWEALTE OF PUERM RICO - MUMCIPATITY OT AfrASCO
NOTES TO TEE BASIC FINANCIAL STATEMENTS

FOR TEE FISCAL YEAR ENDED JUNE 30,2OIO

Culole- recreariotr ad education
- Deparhent of rEcrEation and s?ors

Public housinq and welfare:
- Department ofeldedy affaires
- Department offederal prografis

The stalement of activities demoNtrates the degree to which prDgram rEvenues offset direct expenses of a givetr
firctioE/Fogram or seemerts. Dircct e)p€nses arc thos€ that arE clea y identifiable vrith a specific firtrctioq
segrDeflt or operalioial rmit This statement rcports revenues i[ tlrlee broad calegodes; program revemreq
geieral rcverures and special ilems.

Program revenues are genemted dilecq' fiDm a pmgran itsef or trlay come from parties outlide the
Municipality's taxpayers oa citizens. In the statenem of activities, prognm rcvenues rcduce the costs
(eryenses) of the functiorL/Fogram to arrive at; the ne1 cost of the furctior/pmgram drat must be finmced fiom
the Mutricipalityts general rEvenues or, the nel proglam rcverue that contdbutes to the Municipdityh general
rEverures. The acco[panying statemenl of activities separalely reporb tlle following calegories of prcgram

- Charges for servic€s - These revenues gercrally cotrsist of exchange or excbang€-like transactions
imolvitrg charges to customen or applicanls who purchase, use or dirEctly benefit from the goods,
services or pdvileges prcvided, or are otherwbe dirc.tly affected by the servic€s. Also, inctude fees
clDrgeal for specific services, charges for licenses and permits, and fines a fofeitrrlei arnong others.

- Progrrm-specific operathg and ceital grants and cofitrr_butioff - These rEven[es consist of
transactio$ tl,at are either [andatory or voluntary ron€xchr4ge tansactions with other governrnents,
organizations, or itrdividuals thal rcstrict the rcsouEes for use in a particdar tr,Iogram. Operating grants
atrd coffibutions consist ofGsources that aI! requirEd to be used to finance the costs of operating a

specific program or cm be used either for operating or cqilal pl1poses of a specific pmgran Capiral
grarls and contributions consist of rEvelues or resoEces that are rEstsicted for capilal pu+oses - to
prrchaie, construct or rcnoi.ale c@ital assets arsociated with a s?eciflc program. Restricted operating
and capilal grar[s and conlributions arc progam rcvemes because they are specifically ardbutable to a
pmgram aIId rEduce the rct eryense offiat Eogram to the Municipalify. They arc rsported net of
estirMted uncollectible amounts.

General revenues are the defauh calegory for revenres. lt includes all rEvenues and gains tllat do not me€t the
definition of progrun revetues. Property, mlmicipal license and construction excise taxes are rcported as
genenl revenues. All odrer no$ax revenues (including umstricted i erest on deposits, grant and
contributions nol rEstricted for specific programs and miscellmeous revenues) thrl do not meet the definitio.r of
progaam revenues are classfied as gelerdl revenues- Reso]uces that are dedicated hl€mally by the
Municipality arc repo(ed as general rcvefircs rather thaa as progam reve ies. All general rEvenres ale
Epoted net of estimated uncollecE'ble amounts. which are recorded as Ieafuctiorl of rcvenues rather than as

The gsEral govemm@l fi.mctiodpogram rcported in the acconparying statemetrl of activities incluales
expe$es tlat arE, in essence, indllBct or costs of otller fimctions/pogrars of the Municipality. Even though
some of tlrese costs bave been charyed to certain fiJIds in the gor€mmedal irnds finarcial statementi as
indirect cost alocations pffmitted mder some federal pmgra&s, th€ Municipalify has reported tb6se indiect
cosls as dircct exp€nses ofthe general govenunant finctiolr Ac.cordingly, the Municipa]i0 gef,eralty does oot
allocate general govermned (indiGct) costs to odler firnctioff

TIle efregt of aI i er-ftnd govemmenlal activities (revenues, er?enditues and other fimncing sources/uses
amory govemment l funds) have been removed from the accompanying statements of net asse6 ard activities-

t7

JLC



COMMONWIALTE OT PUERTO RICO . MUNICIPAIITT OT AI{ASCO
NOTES TO TEE BASIC FINANCIAL STAIEMENTS

FOR TEE FISCAL YEAR ENI}ED JUNE 30, 2OTO

The Mudcipality classifies all of its activities as govermenlal activities in tlre accorymyhg GWIS. These
arc activiri€s gercra[y finarced through taxes, intergorcEmental revenues a,,il ot]er non+*fuange reueror""
dlat catr be used to $4port the Municipxlity,s programs or senices. Thes€ gov€rtrrcntal activides arc also
generally rEponed in rhe govemmental funds fmancial sratements

The Mrtricipality hrs no fiduciary activities, which are those in *hich it woulal be holalirg or managinS net
assets for specific individuats or olher exernal parties in accordance with (rust agrEeme slr other custodial
arrangements. In additiorl the Municipality has m operarioru or activities that are ftnarced and opemted itr a
mamer similar to privat€ business efterprises, wherE the costs of providhg goocls or sewices to the genent
public Gx?enses. including deprEciatiotr) jr financed primarily thmugh user Jharges; or where the govemi4
body has decided thal periodic detemimtion of revetrues eame4 expenses incune4 anal/or net incof,e is
appmpdate for cqital maintenance, public policy, rnarugenent control, accountabiliry, or other purpos€s.

Govemmental frmd finarcial statemenls

A firnd is a fiscal and accourtiry entity consisting of a selJ-batancing sel of accounb used to rccord assets.
lrabilities ard rEsidual eqrities, deficits or balances, ard charyes thereiq which are segrEgaled for th€ pwpose
of carrying on specifrc activities or arlaining ceriain objectives in accord.arce with GAAP andlor_special
rcgulations, rEstrictions or limitations.

The accompemying govermental frrd firarcial slatements C'GFFS 
,.) arc composeal of; the balance sheet -

govemmenral nmds, a . dle statemetu of rEvenues, erTenditwes alld changes in fuld balarces - governmental
limds.

These financial statsmentl rEport the firlallcial position and rcsufts operatiorls of the Muuicipality,s
governmental fimds by prEsenting sources, uses and balances of culEnt fmancial resources. Some of tlese
6ffncia1 statemenrx have a budgetary ode ation and focus pdmarily on: the Municiprlity,s major
govenunenlal firds, as defircd below, the fiscal accountability and, the indiyidual parts of the Municiprlity,s
govemme[ Fiscal a.coulability repesents the Mudcipality,s responsibili, to jusriry that its actions in ttle
currErt fiscal y€r have cornplied with public decisions conceming the rajsing ard spenaling ofFrblic moneys iII
the shofl term (generalb one iscal year).

The a.comprying GFFS segregale govemmental fuIlds according to their inlended frjrpose and arE used in
demonstrating compliance with legd. fimncial and contractual pmvisio.s. The minimnm number of
govemmental fuids ir Daintained consisterl with legal and setf-imposed nanagerial rcquirEltrenls established
by rhe MutricipalitJ. For finarcial rcpotirS plllposes. the Municipalit, repo{s i1s govemmentat funds withil
the following categories:

- G€mnl fund - The general fund is the Municipality's trlain operating fttrd and a major govenmental
fund, as defircd below, used 10 accou t for all firurciai resources and goventnclrlal acrivrtres, excepr
for firuncial rcsourDes rEquircd to be accounted for in another fund. It is pres:uned dlat the
Municipality's govenmental acrivities have been rcported in the gercral flnd except for EaEaclioos
for which one of the following compelling rEasons las rcquircd the use of anolher firnd; legal
requiEmer$, GAAP rEquirEme(s or, the derrands of sound fiIlarcial administration requidng the use
of a govermenral tund other rhan the general find.

- Special rEvenue fuIrds - The special rcverue funds are non-rnajor govemmenta] fimds, as defined
below, used by the Mrtricipality !o accoul[ for rcvernres derived from gra s, conldbuions or other
rcvenue sources thrt arE either self-restricted by the Municipality or legaly Estricted by outside
partirs for use in specific pxrposes (except for revenues that arc earrnarkeal for ex?erditures in major
capital pmjects which are accou ed for in the capiral prDject funds)_ The Dses and limitjtions ofeach
special rcvenre ilnd are specified by municipal ordinances or federal ard sfate statutes.
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Howevel.resources rcstricled to ex?eMihne for pwposes nornally firurceil fmm the geneml fi.md are
rEported in the Municipalityt genelal itrd povided tllat a[ applicable legal rcquirErnents are
apprDprialeiy satisfied. In this case, a speciat rEvemre fund to acrouaiior such kda offansactions wil
be used only if legaly madated.

- Debt service ird The debt senice fuItd is a rajor govermental fund, as deErcil belo*, useal by the
Municipality to account for the accumdation of rcsources for, aIId rie payment of, principal and
i.lerest for; bonds payable for which debt service paymenrr are lcgally maadited to be accouted for in
a debt sen ice futrd atr(yor, botrds payable or any general long-tem debt for lvhich the Municipalif, is
being accumulating financial resouces in ailvmce to pay pdncipal atrd i.reresl payments ma;ring in
firhrlE yeam. Prircipal ard accrued interEst dre on July I of tlre following frscal yiar rclateil to lotrg_
tentr debl for which debt service palmenls ale accounted for in the debt service fimd arE recodeal as
debt seNice fund's liabilities at Jxne 30, ifrEsources are available at June 30 for its payment

Gefleral long-tem debts for which debt service payments do not involve the advarce accumllalion of
resources (such as obligations under capital leases, corDpersated absences, claims atrd judgnents. a"d
notes payable, among others) are accounted for the accompanying statemenl of net assets. The alebl
seftice payments of such debls arc generally accourled for as debt senice - principal anil alebl selvice
- intercst exAsditurEs iII the general finld. excepl for certain notes payable to HlrD, which arE
accounEd for in the HIJD Seltion 108 capitat project fiInd

- Ceitat projecb imds Capftal projects firnds are non-rDajor governrneEat finds, as defmed below,
used to account for ttre financial resouces used for the acquisitio4 constsuction or inprovemert of
major capital facilities and olher assets. Signif,ca{ cryital olnlays financed fiom Foceeds of gercral
obligatiorf public implovemeft or special obligation bonds accounted for also in lhe capital pmjects
frmds.

The use of the capital projects irnds ll,ts been rcs€rved only for major capital acquisitions, construction
or irprovement activities that wonld dislort fimncial resourEes tretrd alala if not rEported separately
fiom otlEr of th€ Mu[icipality,s operding activities. The muti& purchases of ninor fxea assets
(such as fumirrE, ofice equipmetr! vehicles and other minor capital assets or impovements) have
be€n reported in dre gov€rnmenral fimd from which iruncjal resoDrces werc used for the payment

The focus of tlle GFFS is on rnajor govemmental finds, which gercrally rEprEsent the Municipality'r most
inportaat finds. Accordingty, the Municipalify is rEquired to segrEgate govemmental fimds b;Meen majot
ard non-m.rjor categories within the GFFS. Major individual govemnental limds are rEported individualfrj
separate colurftLs in dle GFFS, while data Fom all nonrnajor governrnental fimds are agg.egaled into a singtc
cllunul rcgurdless of fund npe

By defi tior\ thc Municipality's ge elal fund is allvays considered a rujor govemnenlal fulld for linancial
rcportiry porposes ln additio4 any other govermnental lirrd is reponed as a rnajor govemnental fimd in the
GFFS if itr total assets, liabil ities, revenues or ex?enditures arc al least 10 percent of the corresponditrg elemenl
total (assels, liabilities, revenues or expeDditues) for a[ govemmental fimds. Forthe prrposes ofapplyitrg the
aforcmentiorcd rrajor fimd crileria, no eliminations of itrler-fimd balarce,s have been made. Total rcvenuei for
these purposes means all rEvernres, including operaring ard non-operating rcvenues (ner of allowarces for
uaco ectible accou$), except for orher financing sources. Tolat er?erditures for lhese purposes mean all
eryendinues, includiDg operathg and non-operating expenditues, except for other firErcing uses

Based on the aforcmertiorcd criteria, the Municipatity's nujor governm.dal fi[rds rcpo(ed in the
accompanyhg GFFS are; generit i]nd 91,480,000 loan fimq debt serice flrd an4 otller govemnental fimds.
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Th. accompanyirg GFFS arD i.regrared by othrr statemq{s and s.hedules rDquLed by GAAP; schedu.le of
rcvernles and e,,?enditres - budget and acnut - budgetey basis general fun4 rEcolcilidiotr of the balarce
sheet - goverfinerirl inds to the statement of mt ass€ts, aJd, rccorcilialion of the sta:t€menl of rcvenues.
expenditires and changes in firnd balanccs govemnental funds to the statement of activities.

Measrement focu& basis ofaccortrfine and financial statemenls Dresertation

The accornpanying GWFS are pEpared using the economic resources measurement focus and the accrual basis
of accounting. Subject to the addrtional nrles and limitations deoiled below, rcveNes (including idelest on
deposils and inveslnents) arE generatly recoded when eamed ard er?eflses arE gercrally rEcordeil when a
liability js incllrlEd rEgardless of the timing of Ehled cash flows.

All rcvenues, ers,enses, gaiDx, losses, assets alld liabilities rcsulting from exchange and exchange{ike
tansactiois arE geneElly rccorded when the exchange takes place. In exchargp transactions, each patry to the
tmnsaction rcceives and gives up essenti,lly equa.l values A1 exchange-like ttusaction is one iII which rherE is
an identfiable exc}a4ge and the values exchanged, though retated, rnay rct be quite equal. Nevertheless. the
exchrnge chamcteristics of the exclurye-like traisacrion are strong enoug:h to jusdry ltating it as atr exctarye
for accountirg plrposes (examples include fees for licenses alrd permib, charyes for senices, and
miscellaneous rEveftEs, r hich are rEcorded as rEvenues when collected because the] arc generalb, noa
me.asurable until actuzty rcceived)

A11 revenu€s, ex?enses, gains, losses and assets Esutting from non-€xchange transactions arE recorded using the
criteria sel forth by GASB Sralement No. 33, Accoffiihg md Finmcial Repomihg lor Nonaxchange
Tranlacrorr (GASB No. 33). GASB No 33 established accounting and rcpoaing standards for non<xclEnge
transactions iryolving cash and financial or ceital resources (for example, most taxes, gmnls ard pdvale
donatioru). II1 a mE€xchange transactior! the Muricipality gives (or rcceives) value withoul diectry Eceiving
(or gi.!.ing) equal value in rEtufiL Thjr ix dilfeEnt from an exchrnge tEmsactioL in which each party rEceives
aM gives up essentially equal values. Accoding to GASB No 33, the Municipdity groups ils non-exchange
tntrsactions inro the folowitrg four classes in the accornpanying basic firDrcial stalements: (a) derived t2x
rEvernres, (b) in4osed mtr-exchange levenues, (c) goverrnent maDilated trotr<xdarEe transactions, ad (d)
volulllary nonrxchrnge transactions.

In the case of dedved tax rcvenue tznsrctions, which result from assessmenls the Municipality places on
exchange tra$actions, rEceivables and revenues are rEcorded when the underlying exchange hax ocrured (that
generaly is when the taypayers' net sales ot rcvetrues subject to tax take place).

In thc case ofinposed rlon-exc}ange revenue transactioff (srch as poperty ta\es aIId municipal license taxes),
which rEsult ftom assesflnents made by the Municipality on non-govenrnental erdties, including individuals,
other than assessments on exchange t sactions, rcceivables arE genenlly rccorded in the period when an
cnlorceable legal claim has arisen. Propeny lfies and nuncipal license are generalty rccordcd as rcvernres (net
of amouts considered not collectible) in the fiscal year when rEsourEes arE requirBd 1o be used or the first fiscal
year that the use of the resources is pemitted.

Govemmenl-ma ated nonrxclunge t a$actiors (such as gralrts and contibuoons) Esult when a govermenl
al one level (such as the federdl or siate govermrent) povides resources to the Municipality and Ole pmvider
govemment rcquires tbe Municipality to use those resources for a specific pupose or purposes established itr
the povider's embling legislation. In these type of transaclions, receivables atrd rcvellles are genemlly
IEcoided when all eligibility rEquirEmems imposed by the proYider have b€en met. For the nmjodty of granls,
Oe Municipality mrsl expend resouces on the specific purpose or pmje.t befoE the provide. rci]nbxrses any
amourts Revenue is, tfterEfore, gercrdly rccogEized as qua.lifying rEiflbusable expeDdiures arc incrined.
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Voluntary notr-excbrnge transactions (such as donatioss ad cenain gra s and enfidemenrs) rEsult ftom
leqislative or conFactual agrEements, other than exclunges, wilhgty eniered into by two ol morc parties. ln
these t,?es of transactions, rEceivables and rEvenres are genErally accouiled for in tle same marmer as

govemment-mandated non-excharue tra$actions dlscussed above. Events tllat are neither exchange nol non-

excharge tra$actioN are rccorded wher it is pmbable that a loss has been incurred aIId lhe arnoml ofloss is
reasonably estimable.

Receipt of ary iype of r€verue sources collected in adYance for use in the followhg fis..al yca, are rEcorded as

defelEd rcvenues,

According to GASB No. 34, atl gEnerdl capital assets and the long-term liabilities aE lEcorded only itr the

acconpanying statemetrt of net assets. The measuremerll focus and the basis of accouatitrg used in &e

accorpatryG GWFS difier sigdfica.dy from the measureme focus and basis of accou[mg used in the

preparatlo" oittre accompafl,ying GFFS. TheIEfoIe, the accomparyiag GFFS include remnciliations, as detailed

in tie accompanyiry table of conter{s, to better identiry the Elationship between the GWI S and the GFFS

The accompanying GFFS are repo(ed using the current f[ancial resources measueme focus (flolx of flrnen1

nnaacial reiourcei) and tne modified accmal basis of accoutiDg- Accordingly, the accomparyitrg statemel[ of
revenues, epenaliturcs and changes in fimd balances - goveflunental Iimds, rcPorts changes in the amount of
finarcial rcsources available in the near fuorE as a res. t ofE?isactions and evenrs ofthe fiscal year repoted.

Thercforc, rcvenues are generalty Ecognized as soon as lhey arc both measurable and available. Reverues arE

consrdercd to be avalable when they aft cotlectible withm the cu ent fiscal year or soon enough tlrercafter to

pay liabililies of the currefl fiscal year. For this Pupose, the Mu cipality generally considers most reve rcs

to be available if collecled within 90 days aftel Jlme 30, 2010, except for Foperty ta\es for which the

a.i,ailabfity period is 60 days. Revenue sources nol me€ting this availability criterion or collected ifl advance arE

recorded as defered rEvemes at June 30, 2010.

The principal revenre sources considerBd susceptible to accnral include Properry uxes, mudcipal license taxes,

intergovenunental grants alld conlributions, ifrerest on dePosils, aDd cba4es for s€rvices-.These Pincipal
,*ir" 

"oro". 
me€t both measurability and availability cdleria in dle accorryanyiry GFFS, exc€pt for

amourts recorded as deferrEd Evenues.

ln a manner similar to tlle GWIS, but subject to and limited by tle availability cdteria dtscussed above, all

rEvetrues, eq)etrses, gairls, losses, assets and liabilities rEsulting ftom exchange a.d exchznge-like tiznsacuotrs

are also generaly ,e*rOea $hen the exclurlge tates place. Accordingty, fees for licenses ard permits, charges

fot serviaes aftl miscellaneous revenues are rEcoraled as rcvenues when collected because they arE gBnemlry' mt
measurable ur l actually received.

AIl revenues, expenses, gains, losses and assets rcsulting from non-exchange tmnsactions a'e recorded in a

similar nanner to lhe GWFS, usmg the previously discussed cnteria sct forth by GASB No 13 for llon-

exchatrge u'ansaclons, but subject io and limited by ttre availability criteria discussed above' Accod'ngly,

p.p"rt! tu-. ,ra mu cipal licells€ tax lEcervables are also generally Ecorded ir the {lscal year whetr aII

iofi,ro*f" f"ga claim iras arisen while propefy tax and muicipal licetrse tax rcvetrues (net of amounts

corsiderd noicollectible) aft atso gene.atty rEcorded in the fucal year when rcsources are rcquired to be used

or the fiIst fiscal year that the use of fre rcsouces is permised

Receivables anal rEvenues from fede$l and stale granls a[d corfibulions, donations and eltitlem@ts ale also

generalb recoded when a[ eligibifity EquirEmem iltrpose-d by the pmvider have been met Generaty, as

qualiryitrg reimbunable ex?enditurEs arE inculed for e)?enditurE*iven gnn$)'

Interest income is rccoiled whetr eamed orily if collected wilhin 90 dars ailel yeal-e1td silce these rcvenues aIE

consideEd both measuable and available at Jure 30, 2010.
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As pl€viously discusse4 the Municipality adopled the provisions of GASB InteryEtatiol No. 6, RecogTrrfi
and Mea.wrentsnt of Certain Liabilines and E penditures in Govemmental Fund Fin&cial Statenents <GASBI
No. 6), rrhich modifies the recognition criteria for certain expeMituies and liabilities rEpofled under the
modified accroal basis of accounting aIId claifies a number of situations in which the Municipali8 slrculd
distiryuish between govermrcntal fimd liabililies and genenl long-lelm liabilities.

Pu6uant to the provisions of GASB No. 6, expenditures and related liabilities are generaly rccorded in the
accomparying GFFS in the accounting period in which the liability is incurred, as mder lhe accrual basis of
accourt'mg, but onh to the exent that fiey arE norrnalh expecled to be liquidated witlr eryendable Enarcial

Modifications to lhe accrual basis of accounting iII accordance with GASBI No. 6 include:

- Employees' accumulaled vacatioq srck leave and compensdory time (compensated absences) is
rccorded as expenditue when consnned. The amol,tll of the urpaid cofip€nsaled abseoces has been
rcponed or y in the accompanying statements of ne1 assets.

- Principal and ifterest ol1 bonals and notes payable are rccoded wheo they flarurE (whetr payme( is
due), except for prircipal and intercst ofbonds due on July I which mE rEcorded as goveEmedal fund
liabilities al Jutre 30 which is the alate when resources were avarlable itr the debt service firtrd.

- Obligations lmder capital leases, coryensale-d absences, ard the rcseIve for federal cost disallowarces
arE recoded only when they malure (when paymenl is due).

- Cerlain accomts payable, intergovernmenral payables and other accrued liabfities not due and payable

or not mmlally expected to be liquidated in fufl and in a time]y rnafiIer with available and expendable

firutrcial rcsouces, arE recorded in the accornparying statement of net assetx. Such liabilities arE

recorded in the governrnedal fiInds whetr they maruJe.

- Validated purchase oralels ard coffacrs arE rEcorded as a rcseNation of furd balarEe ill lhe GFFS.

Liabilihes outside dle bouflds ofthese exceplions or modificatons are repoded ar govertrmental frud liabililies
whetr ilcurlDd (ircluding salaries, prcfessional seri,rces, supplies, utilities, et -) shce tlese liabilities rcmdry
are paid in a timely mamer and firllftom olrlent fmancial rEsources.

TIIe measuement focus of the GFFS is on deqeases of rct finaflcial resources (*?enditrlEs) rather than

epenses. Most cxpe d{urEs are rneasurable and arc rccoded when the rclated govemmental fimd liabil8 is

ircurleiL Altocation of costs, such as alepreciation aad amortization, are rccorded in the accomparing
statement ofacti\4des, but are not recoded in the accorpanyng GFFS.

Under the fiancial rcpodng nrodel eslablished by GASB No. 34, a[ general c@ilal ass€ts aM unmaued lotrg_

tern liabilities (delEmbed usitrg the modified accn al basis of a.couting) are no lotrger EPoited in accoud
groups withitr the govenEnental lirnd balarce sheet but are inco+oated itrto tlle accompaying state of net

assets.

Stewadship. compliarce and accouff abilltv

Brdg6ary control

Accorditrg to the Aulonomous Muicipalities Act of lhe Cortrmonwealth of Poeto Rico, the Mayor and ils
Administrative Cabhet preparc each iscal year atr annual budget for tbe Municipality's genffal firnd and debt

service fund. Such legally adopted budget is based otr e+ected expenditurBs by pmgram and estimatod

resoDrces by source for both funds.
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JIT aTual budge] ts developed using elemeflts of pedonnance-based program budgeting and ztro_based
budgeting ad inchrd€s an estimare of Evenues atrd other resources for the efuing fiscil ),ear,nder raws a,d
rEgulations existing at the time the budget is prepared. -

The Mayor musr l,t'mr ar1 aluual.budgerary rcsotution prcject (drc project) ro the Commisioner of Municipal
Arlarrs ol lileno tuco (rhe CommissioDer) ard ttre Mudcipal Legislatwe no latff tlDn each May l0 and l\iay
15, respectirely. The Cotu ssioner prEtiminary verifies that the projert compties wirh aI the applicable laws
and regulations and may provide corturcds and suggestions to ttre tr{iyor on oi tefore each Jule 13.

The Municipat Legislatrre hrs l0 bDsitress days r4 to rc later that JuIrc 13 to aliscuss and q,pmve the poject
with modificalions. The Mlmicipal Legislaulle nray amend tll€ bDdget s.ubmited by the f"iay- tut niry ,rt
indease any iters so far 1o calse a deficit withoul impositrg taxes ; identi&ilg oiler sources ofrevemre to
cover such defich After tlle Mutricipal Legislatu! modifies ard peliminadly appmve the pmjecq dle modifi€d
prcject is serll back to the Mayor for his 4proval ff rejection within 6 days.

The Mayor nay decrcase or eliminare ant Ihe item but Inay not incrEase or insen any mw line item in the
budgel The Mayor may also veto rhe budget in irs entirEty ard retum it to tle Municipat Legislalue wilh his
objectrons. Ifthe project is rEjecred bv the Mayor, the Mmicipal LegislatuG will have up to ddays o aaopt or
rEjecl tlre rEcornmendations or objections of the Mayor The appm.,ed projecr is senr agail to the i4ayor, wtch
then would have 3 days to sign and approve it.

If abxdget is not adopted pdor ro the end ofttre deadlines Efered to above, the anl al budget for the prEceding
fis.al year, as apFoved by the Legislatue and lhe Mayor, is automatically rcnewed for thJ ersuing fiscal year
unlil. fte Myucipa.l Legistanrc and the Mayor apFove a new budget. This p€rmits the Municipaliti to
conthrc making payme s for fu opemlions and other puposes until the new budget is 4proved.

The annral budg€t rnay be updated for any estimate rcvisiois as well as year-and ercumbrances atrd ray
include any additio.al inforMlion requestEd by the Mrnicipal Legislattre. The Mayor riuy rcquesr
subsequer[ ,nendmenr. to thE approved budge! which b sibject to the apFoval oftle Municipal L€gislaft

For day to day maDagEment cotrol, e)+enditues plus ercumbances may trot exceed budgEted amodrts al the
exp€ iture-tyle level of cach cost centcr (activity withh a pmgnm within a tund). The Mayor m4, trarlsfer
uaemumbered apgopdations within pmgranN within filtrds Appropdation cofliol b by prDgram withfu a
firnd. TIIe Municipal f,€gislatue may Eansfer anounts among proSrams within and Uetween il:ds.

The legal level of bDdgetary control (i.e., the level al which expendirures fiuy no1 legally exceed apprcpdation)
is at the firnclions/program le\.el Generat governrnent, urban and economic devetoprnent, puuic s_afety, rcattr
aad saduriorL cultfE, rEcrealion and educatiot and public housing and wellarE) wifiirl a imd

Under the laws and regulalions of dre Com,ronwealth, the approp.ialions made for any fiscal ycar shall not
exce€d tlle tolal rcvenue, including atailable surplus, esthrated for said fiscal ye3r utrless the imposirior of
laxes su-8lciefl to cover said appmpna[oN is pm\aded.

Budgetar] eccrutrthrg

The Mu cipality's annual budgets are prcparEd usinS lhe budgetary (statutory) basb of accounting, which is
mt in accordance sdth GAAP-

According to 1be budgetary basis of accounting, Ieveme is generally rccorded when cash is rEceived. Short-
term and long-term bo owings Day be used to firaDce budgetary excess of expeniliturEs over rcvenrcs.

23

JLC



COMMOI{WEALTE OF PIJERTO RICO - MIINICIPALITY OF AiIASCO
NOTES TO TEE BASIC FINA,NCIAL STATf,MENTS

FOR TEE FISCAI YEAR ENDED JI'NE 30, 2O1O

The Mlnicipality uses encumbr:mce accounling to record the fullamotml ofpurEhase orders, conFacts ard
other commituetrls of appmpdated rEsources as deductions fiom the approprialion pdor to actual exp€nditwE.
In the gov€Imefltal fimds, encu brarce accouring jx a signficel as?€ct of budgetary control. Accoditrgly,
expeDditurEs are generally rcco.ded when the rElated or?endifi{e is incurred or encumbercd. Available
alpropdaliors and encumbrances are established to lapse one fiscal year after the end of the fiscal year.
Amourls rcquLed to setde claims and judgmenls against the Municipalif, and certaill other liabilities, arc not
r.cognized until they are encumbered or otherwise processed fot payment. Unencumbercd apFopriatioru and
encumbrarces lapse at flscal year-end. Other apFopriations, rnaidy capilal projccts alpmpriatiom, are
co imring accounls for which dle Mlmicipal Legislatue has authorizrd tllat an uspent balarce ftom the prior
year be caried fonvard and made ai,ailable for cmrenl spending.

The accorrpaflying stateme of rcve.ues and e4enditurEs - budget arld actual - budgElny basis - general fufi4
prcvides infonnation aboul ihe general fuM's odginal budgd, its ,mendmentq and the ac1ual IesrrtB of
operations ofsuch govenunental fin urder the budgelary tasis ofaccouting forthe fiscal year ended JuIIe 30,
2010. Fudler delails of t[e MunicipalitJ's budgelary conrol al the legal level m4, be obrahed 6:om the
budgetary liquidation repon for the fiscal year ended Jlme 30, 2010, which is preparcd by the Municipality,s
Departmenl of Finarce and Budget. Copies of tbat rEport flay be obtained by wiitiDg to th€ Municipality,s
Director ofFirBnce and Budget

AccourtiDg principles eplied for purposes of developing dala on a budgetarf basis ditrer signficandy ftorn
those used to pesent tlte goverune al ffud finarcial statemerlls i]l confolmily with GAAP. Accordingly, the
acconpanying b[dgeiary comparison schedule is accompanied by a rcconciliation oftle differences between
the budgetary basis ad GAAP actual amourfis

The Municipality does rct legally adopt budgets for the state l€islative joht resolutions cryiral fund. The
frn ncial resources received by these firllds are not subject to budgetirE by the Municipality shce the
resources received each year from the rcspective granton vades flom year to year, and the respective amoulrts
2lE granted at their discretion

UffEstricted ard reslricled deposits

The Municipality's deposits are composed oi delnalld deposits in conrmercial banks, denand deposits ir the
Govellunent Development Bank for Puerto Rico (GDB, fiscal agent) and, Mmicipal Revenue C-ollection Cenler
C'G.IM', by ils Spanish acronyrns) a govemmenlal entrty responsible for the imposition and collection of
pmperty tzxes on belalf of aI rnufcipalities of Puedo Rico

The Municipality follows the practice ofpooling cash. The balance in the pooled cash account is available to
meet culenl operdillg rEquircmeffs- Uflder the laws a Egulations of the Conmotrweath, public firnds
deposil€d by the Municipality in corDnercjrl batrks musl be tu]ly collaleralized for tho amoun$ deposited in
excess of the federjl depository iNu.nnce generally provided by the Fedenl Deposits Ins Jance Coryoniion
(FDIC). A1l securilies pledged as collateral are held by age s desigraledby the Conunonwealth's SesElary of
the Trcasury, but not in the Mudcipality's name.

Cash in fiscal agenl in the debt seflice funds consists princba]ly ol pmperty and sales lax collectiors
amormring to $1,958,857 which ,re rcsEicted for the paymenr of the Municipalitt's debt service, as equirEd
by law- Cash in fiscal agent in the $1,480,000 loan fund amouflted 10 S1,46?,326, which are rcstristed for the
payment ce(ain accounls payable aid speciflc commitnefls, prcviously agreed with and approved by GDB.
Cash with fiscal agent recorded in tlle non-major govemmeffal firnds amoudng to $3,804,619 which is
rEstricted fot the acquisitior, colBtruction or impmvements of major capilal assets ard, the opeDtions of
fedeDl atrd stale fuaded Plogralns

Restricled cash in conmercial ba*s for other govenmenta.l irnds, amomring lo $1,803,840, arc restsicted to
Enarce dte acquisitior! constructiofl and impmvement of rnajor carital asse$.
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Uruestided and rcstricted accoulrts and notes receivable

h the accompatryiry GWFS, rcceivables cotrsist of all reverues eamed but not collected at Julle 30, 2010.
Major rcceivable balances for the goternrnental aclivities include mmicipal liceme laxes, property tarcs and
intergolernnenhl receivables.

Tax rccrivables in the general fimd.eprEsent rmcollected property laxes and mmicipal license taxes. Restdcteat
tax receivables in the debt service firnd consist of uncollected prope(y taxes, which aje restricted for the
payment ofth€ MuDicipality,s debt semice, as established by larr.

htergovenmetrlal rEceivables are rnainly conposed oi amoun$ owed to the Muicipality for reimbu$ement
of eleenditurEs iacured pursuarl to s{ate and federalty irnded plogr:aBs (rEcorded in the gercral fun4speciat
reveme tund ad capital pmject tunds).

These accourts receivables are stated rct of estimatd allowances fm rmcollectible accormts, which are
determined. based upon pasl co ection everience. historical trends, curenl economic coMitiom and the
periodic aging of accolmls rcceivable.

Activities beayeer ilnds that are rcprese(ative of leMing/bormwing arraryemefii outstanding at the end of
the fiscal year are rEferled to as either "due to/from other fimds" (i.e. the cuIIErd portion ofiderfund loa )or
"advances to,fmm other fimals" (i.e , the non-clfleE poniotr of interfimd loaIls). All other outstaDdhg balances
between irtrds are rEported as "due to,&om oth6 firDds." Aatvances between firndE as reported in rtre GFFS,
arE ofset by a fiInd balaace reserye accouit in applicable goi€hmturrl firnfu to indicate that they arE no1
available for apf,ropriation and ale not expendable available firalcial rcsoxrces.

Defered charees

Defered chrrgEs c4,italized iII fie accornpatryitrg statement of net assets consist ofbord issDance costs, net of
accumlrlated amortization Defered charges ale amortized over the lerm oftbe related debt using the stIaiglll-
the method. In the GFFS, botrd is$rarce costs arE rEcognized itr the curlEnl period as expelditres, whether or
oot witbheld ftom the actual debt proce€ds rEceived.

Capit l assets

Ceital assets used in govenmerItal activities imlude land and latrd improvemenls, bnil.+,ng,s. structnlEs ard
builditrg inl,rovemems, machinery and equiprnenf filmiturE ard fuitrEs, liceGed vehicles, constsuction in
pmgesq and infrastructurE. These assels are capilalizcd and reporcd in dre accompanyitg statement of net
assetr. hfrasEuc$re assets are gercrally slationary in natde atrd ielude rcads, bddges, steeb and sidewalks,
draimge systems and other similar assets.

FoI fin ncial rEporting purposes, tbe Municipdily defmes cE)ital assets as assets with atr indivi(fual cost of
$500 or more at the date of acquisitiotr, consEuction or ifiprovemenl, and with useful lives exterding beyond
one year. AII assets with individual costs under $500 or with useirl lives not exce.dilg one year, arE charyed
diEctly to expeDxe in the governrned-wide slaternent of activities. In tle govemmental firds, a[ capital assets
are rEcorded as capital oudays (eryenditrrE9.

In fte stalemertr of net ass€ls, all capit l assets arE rerlded aI cost or est mated historical cosl if actnl cost *as
unavailable, except for donated c4iUl assers, which a ecorded at their estimated fair value al the dale of
donation
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E$imared historical costr ba&d on deflated cudent costs werE used to vahre a sigDificanl portion of the
infrasftctue co$fucted or acquirE-d pdor to lrlre 30, 2002 and certain la,tds, builditrgs, sEucues ad builditrg
irprcverEenls. The method us6d to deflate dre currenl cosfs with an appmximate price index $as used only in
the case of certain items for \rhich the historical cosl docmentation was not available. Acnral hbtodcal costs

were used to ralue the inftastmcturE acquircd or comtsucted aflcr Jme 30, 2003 as well as, coflstmction in
progess, machinery and equipment aad licensed vehicles acquirEd prior or after such date.

Major oudays for capital assets and impmvemenls are capitalized in the slatement ofnet assets as projects are

constucteal The costs of norflal mainlemrce and rEpain that do not add value 10 the asset or materially extend
capital asset lives are not capitalized.

Depreciation ard amo4ization expense is rEcorded only in the govermneft-wide statement of acliviues.
Howevet therc is no depreciation or amortizahon rccoded for latrd and consfir.tiofl ill Fogress. DeplEciab]e
capilal assets are generalb depeciated or amortized over tlleir estimated useftl lives under ihe straighl-line
metho4 except for rnachinery and equipment held r.mder capilal leases which is depeciarcd over the shorter of
its estimated useful life oI the lease term.

The estimated useful lives of major capital asset calegories are:

Land imEovemenls
Buildings. stlucutres and bu din8 improvemenE
InfoasEucture

LiceDsed vehicles
Furniture and fixiEes

l93E

20

30 to 50

20 to 50

8

51o20

DeprEciation and amortiatio[ exp<ose of cryital assers is rEcorded as a direct expense oft]e furctiodl)Iogram
specifically id6 ified with tle asset. DeFeciation and amotization of hfi'astsucturE is mt allocaled to vatrous
firnctions,brograris but reported as dircct expenses of the u6an and economic developmenr firnctior

DefenEd reverues

The Municipality rEpons alefetred rEvemre on its GFFS and GWIS. h the GFFS, deferEd reveoe arises

- Poteftial reve le does aot meet both the "measurable" ad 'avail2ble" criteria fo, rcveore rcmgnition
in the curent period. As previously discussed, availablc is defifled as due (or past due) at lune 30, and

collected wiihin 90 days thereafter to pay obligahoN due at June 30, ol:

- The rcsources arc rcceived by lhe Mutricipdity bebrE il has a lega1 claim to therl In subsequent

periods, when the revenue rccognition criterion is me! or when the MuniciprlitJ has a legal claim to
the rEsouces, the liability for deferEd reverue is rcmoved and revenue is rEcoglrzed.

Deferled rEvenues at the govemment-wide level arise or y when the Municipality Eceives resources beforE it
has a legal claim to them.
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Comensaled absences

Coq)eDsared absences arc accounted for lmder the provisions of Statemenl No. 16, Accotnting lor
Cohwnsated Absenes. issued by GASB (GASB No. t6). Compensared absences include paid time ofi;;de
available to employees in cormection with vacatioq sick le3ve atrd co&peisalory time. Ttre tatifig for
corDpensated absences rEcoded iD the govemrned-wide stateme{ of net assets is limited to leave tla! is
attributable to senices already rendered on or before Jl]ne 30, 2Ol0 and, is not conringenr on a specific evenl
(such as illness) that 1s outside tlre control of the Municipality and the enployee. The liability for
conryensated absences, inctude salrry-rE]ated costx, which arc dirEctly and incremefially Etated to the @oEnl
of salary paid to the e(ployee (such as etrlployer's sharE of Social Security taxes, M;dicarE uxes, enployer
codributioDs to the ernplo,,ees' retircment sysrems and others).

The vacatiotr policy of the Mutricipafit-r provides for the accumulatiotr of rDgular vacatioDs at a rale of 2.5
days ler month (30 da:ys per year). Employees accumulate regular sick leave at a rate of 1.5 days per month
(18 days per year). Compensatory time is accumulated by ernployees ar a rat€ of 1.5 times the overtime
wo*ed All vacation ard sick leave dals accumulated by enployees in excess of 30 days and 90 alars,
rEspectively. are paid to employees each year if not consumed, as rcquired by law. In the case of comlEnsalory
time, the excess of 240 hou$ is paid to employees e3.h year, if nol consumeal

Upon termination of employmen! ar elrplo].ee Eceives compensation foi all accunulated unpaid rEgular
vacation leave al the qrretu Erte. ln the case of regular sick leave, if tle etr4,loyee telmimtes his o; her
enployment with the Municipality beforE rEaching l0 yeaIs of s€rvices, such rEgular sick leave alays is not
paid to the ernployee Ufion remination of emptoyment, an employee does noi receive coml,ensation fot
cofipensatory time, if nol corlsumed. Aiter t0 years ofservices any regular sick leave balarce is paid to the
enplovee. Accumulated vacatiofl time is flr1ly vested Io the employ€es at ary time.

The liability for cofiDensated absences is rEported in the statemenl ofnet assets. A liabili, for cornpensated
abserces is rcpoted in the GFFS only if th€y hsve matuIeq for example, as a resrdt of eryloyee resignations
and rEtircmer8.

Lone-term debt

The long-term liabililies rEported in the acconpanying startements of net assets include the MunicipalitJ,s
boMs payable, notes payable, obligations uder c@ital lerses, accrued compensated absences, eslmated for
lanalfill closure ard posl closure care costs legal and legal claims and judgments.

All lory{enn debt to be repaid from govemnental resources is reported as liabilities itr the accornparyitrg
statement ofnel assetr. Principal and ifierest paymef,s otrbonds due otr JuIy l, are rccorded as govemmenUt
tund Iiabililies in the GFFS when resources are available jn the debt service lind (Jurre 30,). Irthe GFFS.lhe
face amount of dcbl issued Gross debt repoied) is rcpon€d as orler fi.urchg sources whefl issued.

In the GWFS debt issuance cosls arc Eported as defered clurges, which are amodizrd under the s.Faight-line
metlnd over the life of the debq while in the GFFS such costs are rEcognized as e)pedftules during the
curent period-

Accountilq for pension costs

For the puryose of eplying the rcquirEmer$ of GASB Stalement No. 27, ,4c.oz, ting hr pensions by State and
Local Goyemnent Enplowts (GAISB No. 27), the siate govermen:t ol the Commotrwealttr of l,uefio Rico js
considered to be the sponsor of the Ernployees' Retiremetu System of the Govemnenl of puerto Rico atrd lts
l$trumentalities (ERS) and System 2000, a multi€nployer cost-sharirg defircd benefit pension pl"n and a
hybrid defined cofiibution pla[ rcspectively, in which the employees ofthe Municipality particlPale.
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Th€ Mutricipf,lity is comidrrEd a participa4 and rct a s?otrso! ofthese rctircmefl syslems since lhe majodty
of the participants in tI," aforEmerfiorcd pension trust funds arE e,''proyees of rhe ior'motrw"ulth of pue,to
Rico and the basic finarcial satement of such retiremenr systems aIe part of dre financial rEporting eitity of
the Cotnmoflwealth of Puerto Rico. Accordiryly, no portion of the r;t pension oUligAion lNpO) retateA to
ERs has been allocated to the Municiparity in the acconpanying basic financiar str&m;ft' The basic financial
slatemenls ofthe coinmonwealth ofPDerto fuco rcport the total amount ofthe net peruion obligation ofERs,
incl[ding any amount that may corespond io the Municipalily

the Municipality ac€ouds for pension costs fiom dle slandpoirl of a participanr m a multiple€qloyer cost-
sharing plan. Accordingly, pension costs recog zed in the acrompanyrng bxic firuncrat sr:tenrents are equal
to the statutorily reqDirEd contributions, with a tiability rccorded foi any unpaid required contributions.

Ri\k rna,asement

The Municipality canies corDmercial insumrce covering casualty, theft, &It clairDs and other losses.
InsuiEnce policies arE negotiated by the Commonweahh's Depatment of TrEasury (the Deparbrefl of
Treasnry) on tehalf of all muicipalities of puerto Rico_ The Departsneft of Trqsury'pays the insEance
premiuns on belBlf of the Municipalitt and then is rcimbused each year tkough mont}ly equal payments
deduct€d_rym tle Municipalityt goss propefy rax collections maale by rhe Uuntcipal neverue Colection
Ce sr ('CRIM', by ill Spanish aclonyms), a goveDmeffat entiq, rEsponsible fo; bining and colecting
property t xes on behalf of a[ municipatties ofpuerto Rico (see note 4).

The MLDicipalitJ canies insurlnce coverage for death alld bodily i{uries caused by automobile accidefis.
Thjs insurance is obtaircd Orougl the Automobile Accidents CorryEnsation Admidstration (ACAA), a
co,'porcnt Dnit of ttre conunonwealth. Thir insurarce ir compulsory for all licensed vehicles used on public
roads and highways in Puerto Rico. The arual premiun is $35 per Iicenseal motor vehicle, *hich is paid
dircctb, ro ACAA.

The Municipalit-v obtains wo*ers' compeDsation insuance coverage lhmugh the State Insurance Fund
Coipo-rdion (SIFC), a corryonerl! unit of the ColEmonwealth. This insurarce co:vers wo*ers agins irjuries,
disability or dealh beca,se of work or employrnenr-r'lated accidents, or because of illness sufrercd as a
consequence of their employmenl Wo*e$' compelsation insunnce prcmiumr are atso paid thmugh mofthly
deductioDs made by CRIM from the Mudcipality,s gloss property ta-x collections_ 

_

Risk rnanaeemetu

The Municipality obtains unemployment compensatior\ non-occupalional disabfity, and dri,ers, iruurance
coveEge fol ils efiployees tbrough vaious insurance prcgaltrs adninistered bv tlle Commonwealtl,s
Department of Labor and Humar Resources rDOL) These insurance pmgrflns corer workels agaiNt
unemploynent ard provide supplementary insunnce covcrage for temponry disability, or death becauie of
*orft or efiployment-relaled accidents or because of il]ffss su.ffercd as a consequerc€ of their eryloyment
Une-mployme compensation, non-occupational disability and drive$, insurarce prcmiuns are paid dj;cdy to
DOL on a mst rcimbu$emetu basis.

The Mudcipality also oblains medical insurance coverage ftom sEveral health insurance con4,adqs for its
ernployees. Different health iffunnce covemge and genium oplions arc negotiareil each year by tlle
Depaftnent ofTrcasury on behatfofthe Municipality. The cunEnt insuraace polaies have not beeD carceted
or terminated a1 June 30, 2010 PEmiur]ls are paid on a montily basis directty to the insrrrarce compey. tn
the past thrce yea$, th€ Municipality has not settled claims that exceealed iDsurance coverage.
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Reserations of ftnd balances

Reservations of fund balances rEpresenl portions of irtrd balarces tbat are legally scsrEgaled for specfic futllre
lses or are not appropriated for expenditure. The Municip.lity lff the following tlpes of rEservations of Iimd

- Encumbrances Represent futurE expenditures u er purchase orde6, co racrs anal othe{
conndtne s, These cornmitted amormts represent rEservations of rme4irEd appropdations and
gErcraty will become liabilities ia futrm periods as the goods or serices are rcc-eived.

- C4ital projects - Reprssem the resefi?tion of amourts to be used for future epetrdituEs for ceital
projects rmder contracts alrd other commitments. These commitred amoutrts gercrallv will become
liabilities in futue periods as the projects arE completed

- Debt service - Represents fund balances available to frrDnce futurE debl seffice payments.

- Advances Represent ihe resen ation of fiuncial resourEes set aside for long-temr accounts and
interfind rcceivables, *bich are nor considerEd cunent available finarcial resouces al JuIIe i0, 2010.

- Other specilied puposes - ReprEsents rcsorlEes set aside for use under federal and state glant
prcgrams accou(ed for in special rcverue inds.

Interfird transactions

Pelmaflent rEallocations ofrcsources among the Municipdity,s firnds arc classified as inlerimd trallsfels. The
Ivlutricipality has the fonowing qTEs of rEcipmcal and non-rEciprocal itrterilnd activities rccorded among
8o!,fmmenral funds in $e accomparying GFFS:

- OpeBtiry EarSen Replesert legaly rcquired transfers that are rcpofted whetr ircurrEd as.operating
tsarrsfeE-in" by the recipieDl fimd and as "operding tansfer-ouf' by the dirbulsing filnd.

- Inla-entity activities - Represenl !'ansfers among funds that fie rcported as mterfund trdnsfers wirh
rEcivables alrd payables presenled :rs amou[ts due to and due from other funds.

- Advanc€s - repteseit amounts advarced amory imds, which are not colrsideled to be curetrIy
available f illancial rEsources.

In the GFFS. idertund activiry has trot been eliminated, as prrnitred by GAAp.

U se of eslmatcs

The preparatiotr of the accompanying basic fitranc€l stalemeds in conformiq with GAAP rEquircs
riunagement to make significafi esthutes and as$mptions that affect the reporEd amoutrts of asset and
liabilities and the disclosure of contingent assets atrd liabilities a1 the date ofttre basic finarcial statemenls and
tlle reported amouts of revenue aad e).?enses during the rcpo(iry period. Actuzl rEsulrs could ditrer ftom
tftose estimates.

29

JLC



COMMONWEALTE OT PI'ERT() RICO - MI]NICIPAI,IIY OF AfrASCO
NOTES TO TEE BA]SIC FINANCIAL STATEMENTS

rOR TEf TISCAI- YEAR ENDED JUNE 30, 2O1O

Mmicipal solid waste lafldfilt closuiE and post closuIe care cosl

solid waste lardfill closura ard post closure care costs are accounteil for under the pmvisions of slatemefl No.
18, Accounting for Municipal Solid Wasie LandrtI Aosrre and post ctosure Cie Costs. issued by GASB
(CASB No. 18,

The estirnated liabilig, for solid waste lardfill closwe and post closure care costs (including monitodry and
mainteDarce) includes ar estimate of all cosil to be hcunEd near or after the close ofthe Mu;icipality,;o[d
rraste landfill Ii the goverfinent-wide stateme of net asse6, this liabiliry is rEcognized lnder the accnal
ba6is of accouding, or€I th€ usefii life of the ladfifl, even though sucir co"t" iU only be incured, by
defrnidon, Dear of aner Ute close of the landfiI

The estifiates of closing and post closing costs include; the cost of equipmed and facilities that wil be
acquired o"ar the time the landfiu stops accepting waste or after for the !,rpose of posr closure care ard
moritoing, the cost of applying the fiiul cover and the cost of post closurE_r.ainteftrnce and motritoring.
These cost esthrales arE nade using cu.'Enl costs (cosls that woutd be ircun.d if these services would lavi
be€n oblahed dldng the current period). The liability is adjusted almuatly to rcflect t[e efrects of inrlatiol!
advarces in tectnology, changes in regutatio$ or similal changes

Any chmges in the estimaled total cu.'.rr costs that occur befoE the lafitfill stops accepting solial waste are
rcported in the period of tie changes, and an adjuslnle is made to the calcutatio[ which js accouded for
pmspectiv€ly 2s a chanSe in accounting qsti'oale. On the other hanq the accounring for a hoiizo(al expansior
of the lalld fill has no effect in the facrors nsed to calcutate the accrued liabiliq, for ihe closlnr ard posi;bslrE
costs of d.. original la,'dfill. ln this case, a separate calculation of the ctosrrE and posl closue ca,e cos$ for the
expaded portion of the Iandfill is rnade for each frurcial reporting period.

changes in the estirnated total curetrt cosl for lanamr closuE and post closure carc cosb rnay also occ,ur after
the_dafe liat the Iandfi stops accepting solid was1e. The chargei may mclude changes due to inflation (or
deflatioD, changes in teclmology, changes in closure atrd posl closure care requirEmerits, conections oferrors
itr estimalio4 and cbanges in the e)fttrl of em.imnmental renediation thai is rcquirEd, Changes in these
eslimales would be rcpoded in the period in which the charge is probable and reasolaily estimabl".

In the GFFS, lalldfi[ closure and post ctosure ca.e costs are rEcorded in the accounthg psiod il1 which they are
due (whetr thoy matu€) Eder the modfied accnral basis of accou{ting.

Futlne adoDtion of accoutinq Dronoumemeffs

The Govemmental Accouating staMards Boad bas issued tbe followirlg statemeds tbat have efective atdes on
or after June 30,2010:

StrtemeDt Name

AccountinS and reponing forimEngibles a-\sets

Adoptior Requircd
Fiscal Year

2009 -2010

53 Accounrins ad f,nancial reponing for dgivative investnents 2009 - 2010

The impact of these statements on the Mu{icipality's basic finarcial stalements has mt yet been aletermhed.
Marugemenl betieves thal any ourcome in rciadon to the adoption these statemer$ ooid *t t" ,oa".id o.
significa4 to the finarcial position of the govemmental activities, each najor firtr4 and the aggrpgale rcmahing
fund information of the Mu cipality of Anasco.
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COMMONWEALTH OT PUERTO RICO - MUNICIPAIMY OT AI{ASCO
NOTES TO 1f,8 BASIC FINANCIT{L STATEMENTS

FOR TEE FISCAI YEAR ENDED JUNE 30, 2OIO

DEPOSITS

The Mudcipality rnai ains its deposirs in vaious commercial banks located in puerto Rico and the
Goverrnent Developmen! Bank for Puerro Rico (cDB) proce€ds fmm all bonds and the irnds relateal to
ce(ain federal granl awards arc lequirEd by law to be hetd with GDB_

On tuly l, 2004, thc Municipality adopied tlrc provisio.s ofCASB Staremenr No. 40 (GASB No. 40), De?osi.
and Inyeslment Risk Disclosure, an Anendnent to GASB Statement No_ 3_ T+is stalemert rcquires ltrat state and
local govermeds disclose essential risk infomadon about deposits and im/eshents. The disclosuE
rcquiements cover four ruin areas; clEdit rislq idercst rate risk, custodial credn rislq forei$ exchange
exposr{e.

CrEdit risk This is the dsk lhat an issuer or other counhparty to an inves.Enenr wil not firlfill its
obligations. ln compliarce with rhe laws and rcgulations of the Cornmonweatd! the Mu cipatity has
adopte4 as its cusrodial crEdit risk polic-.r. tlle Srarement ollnvestnent Gtidelines for the Goyernment
o/ the ConmoweaLh of Puerto Rica. AccordinSh, tbe Muoicipatit} rs ord) ailowed ro iryesr irs
obligations ofthe Connonwealtl! obligarions ofthe Un ed States ofAmerica, certificates of deposit,
commercial pap€r ba*erc' acceptances or in pools of obligations ofthe Mudcipalities ofpuelto Rico,
which are mamged by GDB. Accoding to the aforEmerfioned iryestment guidelines, the
MunicipalitJ is nol allowed to invest in mad(erible securities or any other t,?e of iryesments for
which credit risk exposuE ruay be significant. TherefoE, the Municipality,s mamgemed hus
concluded ilut the crEdit dsk Elated !o aIIy possibte Ioss rcIaled to defaDlts by cormercial banks otr
the Municipality's depositr is co.sidercd low at Jrme 30, 20I0.

IfteEst rate risk - This is the dsk thar changes iII inter€st rates oI debt investnents win advenely
afrect the fair valrc of an illvestsne{. The Municipality namges ils eq)osurE to declhes ir fair
values by; not ircluding debt investnents in its iryestments portfolio at June 30, 2010, limiting lhe
wethed average ma$rity of i$ iryestmenlx to pedods of thee mont!6 or less and keeping most of ils
banks deposits in interEst bearing accouds generaling inrerest al pEvailiDg na*et rates. At June 30,
20 10. drc interest iate risk associated with the Municipality\ cash is coNiderEd lo$.

Custodial cEdit risk Ir the case of dcposits, this is the risk rhat in the eveflt of a bar* failure, the
Mudcipality's deposils lnay not be Ecovered. Pusuzrt to rJte Statenent o/ Inyesbfient cuidelines for
the Govemnent of the Conmon\)ealth of Puerto Rico, rhe bataaces deposited in cotrlInocial ba*s by
the Municipality ale iNured by the Federal Deposit Insxonce Corporatior (FDIC), gener.alty up to a
maximum of$250,000 per deFositor In addiriorl! public tunds deposit€d in commercial bafis by the
Mutricipality are firlly coliateralizEd for tlle amouds deposited in excess of the tederal depository
inslrance. All securities pledged ar collateral arE hetd in the Mudcipality's name by the agets of tle
Comnonwealth's Secretary ofTrEasury Deposjls with GDB are unfusurcd and uns"*..d Ho*crer,
no losses r€hted to defaults by GDB on deposit tru$actions llave been incured by the Mu cipality
thmugl June 30, 2010. The Municipatity,s maiageme$ has cotrcluded that at Jme 30, 2010, the
o$todial crEdit risk associaled with the Municipalitj,s cash is considered iow

ForEiqn exclErue dsk - This is the risk lhat changes m exchange ralEs will adve$ely affect the value
of an investmenl or a deposit. Accordi&g to the aforcmedioDed investsneDr gDidetines, adopt€d by the
Municipality, lhe Mlnicipalig, is preve ed ftom irwesthg in foreign seflrities o. ary ot[er trues of
irwestue s for which foreigtr exchange Iisk ex?osure may be sigrificaft Accordingly, maragemeDl
has concluded thzl the forci$ excbrnge risk Elated to the Murfcipality,s depositt is consideIed low at
Jutre 30, 2010.
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COMMONIVEAITE OT PIJERTO RICO . MUMCIPAI-ITY OF AfrASCO
NOTES TO TEE BASIC FINANCIAL STATEMENTS

r.OR THE FISCAL YEAX, ENDED JIINE 30,2OIO

Pursua,,ilo d." statEmed of io.,estmenr guidelines for the govemmeot of the comnonweath of puerto Rico,
the Mu cipality nay iNest itr obligdiotrs ofthe Commonwealth, obligations of the Udted SraEs of Aflerica
certificaEs of deposiq conmexcial pape! bankers' acceptance1 or in p;ok of obligatiotrs ofthe mrnicipaliie;
of Pue(o Rico, which are mamged by cDB

MUMCIPAL LICENSE TAXES

The_Mu,icipality is aulhorized by Act No. 8r to impose and collect mmicipal ticeise ta\es ro any naturdl or
legal psson having t'ade or business activities within rtre territory of Aiasco. This is a self-assesseal lax
generallv based on the business volume of tapayers. m"a..nei by gross rcvenoes Tle Municipatity
establishes the applicable tax rates fu June 30, 2010 the mmicipal lictnse tar mtes imposed Uy tle
Municipality werE 1.50 perEent for firlancial institutions and 0.50 perEent for olher types of tax?aye6 Atry
tax?ayers that have been glanled r ith a partial tax exeirytion mder arry of the t&\ ircentive acts of the
CorDmonwealth ultirnately pay municipal license taxes at rEduced lax rates.

Each tavayer must asses dre coreslonding municipal license tax by declaring tie votume of business through
a tax reurn to be filed every April 15, based on the actual volume of business (rEvDnues) gercrated in lhe
prEc€ding calendar year. Taxpayers with a sales volume of g3 million or morc must include audited Erelcial
stalemerts with dle tax retum filed. The tax cat be paid by tte t&payer in two equal instaltmems due on JuIy
15 and Jalnu4' 15, subsequent to the 6lirE ofthe declaration on Apdl t5 The fiIsl instalLnent of tbe tax coven
the six-month period ended December 3l, subsequent to the filing alat€ of the declaratio4 while lhe seconil
itrstallrneft of the tax covers the six-month Pedod ended Juae 30 olthe slrbsequent catedlar year. If a aryayer
elects to pay the tax in ful1 on the filillg date of tlle decleation (gercraly April 15), a 5 prcent discou,t is
granted autornatically on the total tax due.

Any municipal licens€ taxes collected in advance (that is, pertaining to a futne frscal yeaO arE rEcorded as
defered reveftres in the GWFS aIId the GFFS. D€fered mmicipal license iai rEveflues recordeal in the
accorparying GWIS and GFFS amouled ro $1,647,926 rcspectively ar June 30, 2010.

PROPERIY TAXIS

The MuDicipal ity is authonzrd by law No.8j of Augusr 30, t 99 I as amended ro impose and collcct personal
and rcal poperty laxes. Under the laws and regulario$ of the Cotrlr1lonwe3ftl, pemonal ptoperty taxei cal be
inposed to ary ianrxal or legal person thal at January I of each year is emgaged in trade or business aad is the
owner of personal properry used in trade or busm6ss_

Personal property taxes are scf-assessed by taxpayers every year generally using the book vatue of pe$ona]
propety assetr owned by tlle ta.?ayer at Jamary I and reporting such taxable value though a pelsonal pmperty
tax retum filed on May I 5 subsequefi to the assessment dale The total peNonal pmperry tax rate in forca \ras
6.68% (of whjch ta\paycr pay 6.48% and 0.20% is rein$ursed by rhc Dopartme of Treasury) ar June 30,
2010 Re3l property taxes are assessed by The Mmicipal Revenue Co[ectiotr Center C.CRIM). TIte
assessment on rcal properg is made every Janrary I and ls based on estinaled current valuei of tle pmperry
deflaled at 195, martct prices- The total rDal properq E-x rate in force was 8.63% (ofwhich S.1S% ispaid by
ta)pa:veis and 0.20% is also reimbused by the Departsnent of TrEasurr,) at JUIle 30. 2010.

Residential real prcpqty occupied by its ownei is exempr by law from pmperty lanes on the first $1j,000 ofdle
assessed value (ar 195? market prices). For such exempt amount^, the DeparttrIelll of Tre3sury assumes
paymefil ofth€ basic lax (4% and 6% for peisonal and rcat prope(y, rEspectively) to the Muricipality, excepl
for prop€rty assessed of less than 51,500 (ar 195? nrarkel prices), for which no payment is trIa{te. CRIM is
rcspotrsjble for the billitrg ard collections of rcal ard pe$onal property taxes on beMf of the Municipalify.
ftior to tle beginning ofeachfisc€l year, CRIM informs the Mr cipality ofthe estioatea amounr ofproperiy
tax ex?ecled to be coliected for the gnsuing fiscat year. Thmughout the year, CRIM advarces filnds 6 the
Municipality based on the initial esrimared collecaions.
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COMMONWEAITH OF PUERM RICO - MUNICIPAIITY OF ANASCO
NOTES TO TEE BASIC FINA}ICIAL STATEMENTS

F'OR THE FISCAI, Yf,AR ENDED JUNE 30, 2O1O

CRIM is rcquired by law to prepare a setdement statemed on a trscal ye,I basis, .i{heleby a coq,arison is rnade
between the anomts a(fuarced to the Municipality and amouls acoally collected ftom taxpayen. This
settlemenl has to be completed on a lireliminary basis not laler than Deceriber 31. If CRIM rcmits to the
MunicipalitJ property ta-x advelces. which ,re less than the tax actually collecte4 an additional property rrx
roceivable is Ecorded al Jme 30- Howevet if advarces exceed the anmunt acoaly collected by CRIM, an
intergovernmental payable is rccorded at June 30.

Law No. 83 of August 30, 199I, as amende4 pmvides for the le\T of atr annual special tax of 1.03% of the
assessed value of all rcal and persoDal property mt exonerated ftom taration. Such special tax G lel,ied by the
Commotrwealth bul is collected by CRIM Collectiotrs ofthis slecial tax arE rEmitted to the Commonwealth,s
debt service ifund for paymed of debt serice otr general obligations ofthe Common*ealth. h additio4 1.25%
ofthe total personal aIId real plopety trxes colleoed by CRIM is rEstricted for the Municipalityls debt service
rEquirernents and is rctained by GDB for srrch p!+oses.
The Additional Lottery Sysrem ofthe Cornmonwealth ("Additional Lottery") is an operationat unit rcported as
an enterpdse fund of the ConnonwealtlL which currendy operates several betting altematives to the cnizenq of
Puerlo Rico. The Additio.al Lottery is rEquired every year to distnbute a portiotr of its excess of rEvenues over
eryenses ai follows:

- ThirtJ five percenl (3570) of its ne1 eamings (defmed as the excess of revenues over expenses less :m
amounl earma*ed for the Flmd for Renl and Home Improvemenl Subsidy Proglam for lhe Low-
Income QDaliS'ing Elder\.) is eanna*ed to the nlmicipalilies of the Commonwealtl of which a
maximum of $26 millio& otr an amuat basis, is distsibuied to the Municipal Equalization Fulld held by
CRIM to cover operating expenses and pemlarenl imFovements oftlE municipalities.

- An additional amou{ not exceediflg $16 mil]io4 on an amual basis, is disEibded to the Municipal
Equalization Fun4 provided it is wiflin rhe 35% corcspotrditrg to rhe mmicipalities of the
Cotunotrwea]th. When the accunnrlated rnmicipal appmpdations ftom the municipalities' Pu€no Rico
Health Reform are covercd up to June 30, 1997, these resources wi! be assigaed to tle Healtlr
lnsurdlce Aalministration a comporcnt unit ofthe Conmollwea]tll

Total pDperry ta)( receivable, n€1 of all allowance for uncollecu'ble accounts of $10,648,798, ,Lmounted to
$784,440 at JuIIe 30, 2010. The compositior ofproperty taxes receivable and rhe related defered reverue at
Julle 30.2010 is as foflows:

Goss propety laxss receivable
Less allowa cc for uncolle.tihle

Net property tax receivable

DefenEd (emed but mavailable)

tr)Iop€rtY l&x rcvenues in GFFS

General Futrd Debt Service Futrd Total

206,027

i 7,40a,111 $ 2,t26,486 $ 10,135,203

6,830,304 2,520,459 9,3s0,',t63

578,413 $ $ 784,440

t9'7193 715,650
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COMMON'WEAITE OF PIIERTO RICO - MI'MCIPAIITY OT AfrASCO
NOTES TO TEE BASIC NNAICIAL STATEMENTS

FOR TEE FISCAL YEAR ENDED JUNE 30, 2OIO

MUMCIPAI, SALES AND IISE TAX

On Octob€r 25, 2006, the Mudcipal L€gistatue of Aiasco approved the Ordinarce tro. lO, series 2005-06
based or State Public Law No. I 17 of Juty 4, 2006 establishhg tlocal sales and use tax of I .5%, over the sales
of goods and services made wilhin tre Municipaliries boundaries. The oralinaice, was effective ten days after
public notice, ard under this Ordinance, eveD busrness doing relail sales is requiEd to rcgistsr in the
Mutricipality ro obtain a Rerairer's Regst-arion c€rnficate. The relaile^ are required to rb mondrly sarcs tax
rcbrms by the 20'day foltrowrng the rnonh in which the tax was collected. On jury 29, 200?, rhe Slate tublic
Law No. 80 establisl.s that the rnunicipalities may collect only l-o% ofits sales'anal-use t2x and the puerro
fuco Tre$ury Department (?RTD) the otler 0.5%. Resorrces collected would be use for co tructior!
pemaDerd im!rcvements, heafth and public safet s€rvices, the irprcverne s in the managemer[ of soM
waste disposl and the inpleme ation of rEcycling Fograms by the Municipatity.

The tax collected by PRTD win be distributed to rlle mmicipalities in thEe separate funds: mmicipal
de!€lopment fiIlld, mmicipal redempion firnd and mtmicipal impmvements fiInd. The municipal dwelopment
firnd lill be based on 0.2% ofthe 0.5% co ected b,n be distributed wirlun aI municipalitres by a fomula based
onlotal amoun:ts collecte4 operatiomlbudgets and populdior Amther 0.2% will be deposited otr a rnmicipal
rcdemptiotr fund iII cDB aM wifl be used only for the rEpaymem of future muDicipal loans to GDB. The
rcrDaiDing 0.1% will be deposit in a mudcipat impmvemsnts firIId in GDB atr.l' assig[ed by the State
LegislaturE for cofftsuction aIId pemuneirt impmvemenrs pmjects to the mrmicipalities.

INTERFUND BALANCf,S

On JuIy 1, 2001, the Municipality adopted ihe po\.ijions of Starement No. 38. Certain Financial Statenent
Note Drsclosures, issued by tlte Governmer&l Ac.ounting Standards Boad This srnement rcquircs the
disclosure of the flow of r€sources between firnds and to asses lhe collectsbility of ifierftmd balances. IrtErfund
balances al Jurle 30 2010 consrsred ofthe followrng.

Tratrder FrutI
Maior rurd!

$1,480,000 Debt Sewice
G€neral Furd laatr Fud Fund

Total
GoYemnenlrl

OtherFu.ds Fudr
l'{ajor fiuds:

C'ae€l filnd

Othtr govemstal fimds

Tot8l

s 77,054 $ 215,873 $ 3'75298 $ 668225

(668,225)

$-
(,ll),871, (21.o7o, ,874r til ao),

5 (l388la) S (23610, X 214.099 S r5-2 504r

Major FuDds

$1,480,000 Delt S.rvi@
General tr\rd lrl}l Furd Fund

Total

Govemnotal
Other Fun& runds

Mdor tuds:
Crtred tutrd

Otha govemnenkl firds
Total

168,413 168,413

1,348,881

S 1.148,8E1 5 5 - $ lo84l3 $ tsl7294

At June 30, 2010, all amouls due to among firnds arE considerEd colectibl€ by the Mudcipatity,s nanagement
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COMMOAryEALTE OF PIIERTO RICO . MUNICIPAIITY OT ANASCO
NOTES TO TEf BASIC FINANCIAI STAIEMINTS

FOR TEE FISCAI YEAR ENDED JUNE 30, 2OIO

7. CAPIIAL ASSETS

Ceital ass€ts actiyity for 0le year ended JuIIe 30, 2010 was irs follows:

Jure 30, 2009 hmese
Balmce

Decrease Jue30,2010
Govemmertrl Adivitie.

qepit l ,ssds not bei,s deDreciared

Tolal capit l assets, not being depreciared 8,j85,779

Capitat assds, beirlg depreiated:

Lad rrryrovmmrs
Buildmes, structures, inprovenars

Machilery and equipmar

Total @pital assels, being depr@iated

Les accunulated deFeci,rion for

i0.509.489 2t4 tA7

Latrd

CoNtruction in progress
s 6J25,440

1,660,339

$,
1,039.253

1,039,253

133,231

t00,876

s 6,725,440

9,425,032

4,569,008

21,133,42

18,69r,778

2,395,137

4,054,651

50,843,596

2.9a7,895

3,925,769

8,659,120

tAt'],696
3,n5329

20,715.809

30,t27381

4_569,008

21,133,022

18,558,547

4,054,651

Lmd imlmvemats
Buildings, st!rchres, iEprovmars

M&hinery md equipmmt

Total rccumula.ed depr€ciation

Tolal epital assets, beiry deEeiate4 ner

19 605 114 r r rn 60r

11,004,175 a876.588)

2,854,620

3,550,564

8241.553

l,l I9,553

3,638.824

1332'tS

375205

417,567

98,143

$ 541,531
23,506

14t,414
91,872

r24362
178.010

$ 1-1r!_695

Govemenr2i acliviLes capiral asrs, ner _!_l!e0.r54 _!___l_qlq5 _$ _ _q_ryZ.qU_
Depr.ciation and arnortization exp€nses forthe fiscal year ended June 30, 2010 were ct,rged to fimctiotrs \
proglams as follows:

GoveEmerlal actil.ities:
Goneral goverunent
Public safety
U6anand economic development
Healtft ad sanil"ation
Public horsing and welfaIe
C\rltule, rccrEation a[d education
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NOIES TO TEE BASIC IINANCIAL STATEMENTS

FOR TEE FISCAI, YEAR E\DED JUNE 30, 2O1O

8. EMPLOYEES' RITIREMENT SYSTEMS

Plrn description

The Emproyee's Retiremcnt system of the coverrunent of puerto fuco and ils Iistnmcntaliues (ERs) is th6adnrnisEator of a_cost-shating mulriple-efiplo]er rctirEment s]stem e$ablth.d ;y dre Comnon ealth ofFueflo Krco. t he ER5 $as creatc.d under the Act 447. appro\ed on May j5 l9jt. at tunended, and became
effective on January t, 1952.

ERs covers all rEgular firl time erryloyees ofthe commofireallh ofpuefto Rico ard its i,stnrmenfnrities and
of certain municipalities and mmponelrts utri1s not cover.a ty thei, orvn,rtiremerU,s syst""u.

Participation is mandabry excepl for membeG of the Legislaore. Govemment secr'taries, ald H€ads forAg€ncies ard Public Instumentalities, AsslstanE ro tL Gor"-or, tI" Conp;G of puerto Rico,
Gubernalonal Board and Commifiee appohdees and Exp€rimeDEl Senrct SL6o;;dby;
ERS pmvides rcti*ment, dealh and disability ber*fit$. Disabirity rEtirEment bercfits arE ava abre to membersfor ocmpadonal and notr-occEpatioml disabilities. Retircme(benefits alepend upoo 

"g; 
rt r.ur".*1 ,,a

numbsr ofyeaB ofcrEdited sevice. Bercfits vest after retr years ofplal pafii;pado;

Members who have atrained atr age ofat leaslfifry-ftve (55) yea$ ad have corq,leted at Ieast twenty-Eve (25)
yeam of crEditable serice or members who have aoained an age of at least frfty-eiglrf lS8) yea; _d b*i
comp.leted al leasl fifty-eighl (58) y",$ ad have complel€d al ieast ten (10) y; o? creamth sero.i"", art
editled to an alunral benef,t. payable monthly for life. ' "

The anounls of the amrity sball be one and orc-half percent of tlre avemge compensarion muluptred by the

1{1."f ry r.ryirabt serv'ce up lo rwenry years, plus 2% ofthe Jerage ionpensarion muttiprca ty
the number ol yea^ of cr.ditable service in excess of twe[ty yea$. In no case the amuity will be iess than
$200 p€r month

P?rtic&ar{s who have completed at leasr thirty (30) }'ea$ of cr.ditable service arc entitled to rcceive the Merit
Amuity. Participanrs who llave not attained fi{ty-five (55) yeals of age wi]l rcceive 65% of the averagc
cofipe_trsation or ifthey have attained fifty-frve (55) yea$ ofage w l rccei,e 75% of the average compensatioi:,
Disabili9 rctircment beneftts are available to members foi occulauonal atral non+c"rpatioml disability.
Howsver, for non-occupatiorial disabiliti, a member must hzve ar leasi ten 1101years of servie.

No benefil is payable if the participant receives a refunal of his accumdated contributiois.

On Seplernber 24, 1999, an ame martto ActNo.44? ofMay 15,1951, which crEated ERS, was emcted with
the pupose_ of €stal]llshing a nelv pension program (Sysb;2000). Employees panicrparing nr re curlenr
system as of December 31, 1999, nlay elecl to stay in the defined benefit plar;r trart'er to the new prognm.

Pe$ons-joining the Muaicipelity on or affer Jaflrar], 2000 wil only be allowed to becorne membe$ of Syslem
2000. system 2000 will rEduce the rEtirement age from 65 years to 60 for those enployees who joined the
cu.trEnl plan on or afier April I, 1990
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Syslem 2000 is a hybrid defined cotuributiotr plarL also klown as a cash balrnce plrn, Under thb rcw plaq
th.rE will be a pool ofpension assets, which will be fuvest€d by ERS, together with_those ofthe cunEft defined
benefitplal The commonweahh ofPuero Rico will not guararrtee benefits at r.tirement age. The annuity will
be based on a formtrla which assnrmes tl*l each vear the employee's coffriburion (with a minimum of 8 274% of
the ernployee's salary upon to a maximum of r0%) w l be invested itr an account which wilr eittrer (l) earn a
flxed rate based on the two-year Constatu Marurity Trcasury Note o! (2) eam rate equal to ?5% of tr€ rEtum of
the ERS'S irNestnent porfolio (ner of management fees), or (3) eam a combinalion oi borh alteft{ives.

Partic4'ams wir rEceive periodic accorst statemefis .i-ir,' to ttbse of delimd corfir'bution plaDs showing their
gfT4.b4g** Disability pensions wi[ trot be grartred under System 2000 The empio]€t's cotrtri6udon
(9.275% ofth€ employee's salary) urill be used to fimd the cuflenl plall

Coatdbution rcquirements

Conrnonwealh legislation requirEs employees to contribute, under a coodinarion pla& 5.775% of gross salary
up to $6,600 plus 8.275% of gross satar) in excess of $6,600 and under a supplemintation plan, o.ly availabli
to Police, Firefighers and Mayo6, 8.2?5% of gross salary. The Municipality's conlributions arE 9.275% of
gross salary. Law establishes contdbutions' rEquircmenls.

The actoarially determined conEibution rcquircment alld conlribuuoDs actualy made for th€ yeai e led Jule
30,2008 was approxirately $2.8 miliotrs The Mudcipalig total paymll for aI employees was apprcximalely
$4.24 miflions. For tlle year ended June 30, 2010, the Municipaliry conrributea apFoximde, $20a,691i,
whichrDpresents 100% of requircd contributions.

Addilioul information of ERs is prEsented in tie most recelt acnrarial valuatiotr report foi tte year endeal hme
30, 2007, a copy of which caD be obtained fiom lhe ERS, Mitrillas Statio4 pO Box 42003, Sel Juar! pR
00940.

9. LONG.TERM DEBT

Tlle Murfcipal Legislaturc is legally authorized to approve the contracling of debls of the Municipality.
NeveltlEless, the laws aad rEgulations of the Commonwealh of Ifuerto Rico also provide thati

- DirEct obligrtioDs of the Mu cipdity (evidenced principally by bonds and bond articipatiotr tror€s)
ale backed by lhe ltll faitL crEdit and taxmg power ofthe Municipalitl and

- DirEct obligatioru aiE flot to be issued by the MuEicipality if tlle amou@ of tlle principal of, all.l the
inlerest oI\ such bonds and bond anticipation flotes (and on a[ bonds ana notis issuea Urereanery
which aJe payable in any fiscai year, rog€rher with any amoDnl paid by thc Muricipality the
prEc€ding fucal year on accoutrr of bonds or bond anticipation notes guarantE€d by the MudcipalitJ,
exceed l0 percenl of tlte toul assessed value of the pmpeny located witiin th€ Municipalfty plus 1he
balance of the ad valorem taxes in tle debt sen ice fird, forbonds payable and bond afticipation note,s
to be repaid with the pmceeds ofFoperty trxes rcsEicted for debt seryice.

ln addition, before any new bonds or notes arc issue4 the revemes of the debt service fimd stould be srlfiicierl
tgcoverlhe plojected debt seryice requiremetrl. At June 30, 2009, the Municipality is in coqliance nrittr the
debt limitdion rEquirEments. The gener-al long-term debt aclivity for ttte year ended Jille 30, 2010 was as
follows:
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BrtrDce Bdafte
rt BorrowinC PaymeDt! rr

Jupe 30,2009 orAddinoN or Deductionr J{ne30,2010

Balane
Due WithiD

GaeEl obhgatioD bonds

Public improv@ent

Pubhc inprovme s bonds / openuons

Special oblisation bod.eTvl,

HlrD Setion 108

Not6 Isyable - Propaty ilx advances

CRllvt

LIMS

Deliquert a.counts

Cortrpasled absacg
EstiEatd lial ity formu cipal solid*"ste

$ 6,711,000

285,000

4,164.750

2,O1,0N
14,Ml;t50

2,899,000

1,532

117,079

22t,803

1,770,640

$ 231,000

285,000

140,000

8t6,000

223,OOO

t.532

44,783

9543

$ 6,540,m0

4224;750

2,461,m0

13,225.750

2,676.N0

72,296

2t2,160

1,g',|',t.596

$ 250,0m

152,500

t7r,0m
575,500

223,000

47AU
9,644

I,031,428206.9i6

ludfrtl clo$re md posaclom care costs 2,683,095 1232,616 r,45o,4jg

lll?l'r4.8oo S 20o9<o 52.327.<74 $ 1o.614.281 t 188/059

Bonds BaYable

Ttle Mmicipality iss,es general obligatio4 special (public improvement) obligations bonds, aDd noles to
provid€ for the acquisition, construcrion of major capital faciliies and equipmeni, as well as, to over certain
operating needs. Bonds payable at June 30, 2010 is cotrrposed oflhe fonowing aeUU:

Gercral oblieation bonals

2000 sedal bonds, odginal afiount of9865,000, due h amual pficipat itrsta.Umetrts
rarying fiom $60,000 to $90,000; plus imercst due in semiaiurual itrsialiments at mtes
not to exceed 4.73% th$ugh July 1. 2014

2001 serial bonds, odginal amomr of $4 15,000, due ir amuat principat installmenrs
ranging ftom $16,000 !o $25,000; plxs inl€rBsl due in semiafifual installmenb at mtes
of 3.25% thmwh January 1,2024

2002 serial bonds, original amout of9660,000, due in amDat priicipat installneds
Enging fiom $15,000 to $55,000; plus irterest alne itr semiamual installmeEs a1
variables rales not to exceed I 00% tlrough July 1, 2026

2003 serial bonds, onginal anolmt of $1.950,000, due in annual principal
installments nnging from $45,000 to $140,000; plus i[ercst due in semiannual
irstallments al vadables rates Ilot to exceed 5.28% thmugh July l, 2027

2002 s€rial bords, odgiml amormr of $415,000, due in amual principal instrllrnefts
D.ging fion $10,000 to $30,000: plus intercst due in semiannual installmenls at
variables rates not to exce€d 5_31% thDugh Jury l, 2028

$ 400,000

288,000

565,000

1,580,000
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2008__ serjal botrds, original anoml of $1,485,000, due h amuai principal
installme s ranging fiom $20,m0 to $ll5,0m; phs interest due in semiarmira
inslallmefts at vadables rates not to exceed 7.5% through July l, 2033

2009__ serial botrds, origiMl amoulr of g2,000,000, due in arlllual principat
installnents Enging ftom $60,000 ro $147,000; plns interEst aue io semiarrura
installme s at variables rates no110 exceed 4 75% thmugh July 1, 2029

Special oblimliorr bonds/operations

1998 serial bonds, origin l amottrIt of9565,000, due in amual principal inslallments
ranging from $6,250 to $12,875; ptus inrerEst due in semiamual installmefis at
variables Iates nol to exceed 5% lhrcugh Jutv t,20I7

2001-- serial bonds, originat amomr of $1,010,000, due in anlual principal
instatlnenb raiwing from $25.000 to $90,000; ptDs interesr due in semiarmual
inslalhnetus at vadables rates not to ex.€ed 8.00% thrDugh Juty l, 2025

2004__ s€dal bonds, odginal amomt of $3,421,000, drc in amual pdncipal
installments rdngiry from $80,000 to $261,000; plus inlerEst aue in semiannira
installlnenls al vEiables mtes not to exceed 6.60% tlmuSh July t, 2029

Special oblimtion bondgTvu

2008 sedal botrds, original amomr ofg277,0oo, due in annnal principal instalmeats
ra:rging fion $5,000 to $25,000; plus irleresl duE itr semiannual_installneots d
variables rates not to exceed ?-5% thrDrgh Juty 1, 2032

2008 serial bonds, original amount of9580,000, due h annual pdtrcipal instalments
Enging fion $129,000 to $161,000; plus imeresl due in semirnnDal installments at
variables rates not to exceed 7.5% tllrough July t, 2012

2008 serizl bonds, original amount of$766,000, due in atumal prircipal iislallmels
ranging from $11,000 to $66,000; plus interc$ due in semiamual_installments ar
vadables rates not to exceed 7.5% thmugh July I , 203 3

2008 sedal bonds, odgiial anoDnt of9998,000, due in amual prhcipal instalments
ranging fron $15,000 to $83,000; plus interEsl due in semiaffural insrallnents at
va.iables rates not to exceed 7.5% thrcugh July l, 2033

1.882.000

6.540-000

313,750

1,465,000

840,000

2',72,000

45t,000

755,000

983.000

2-461.000

$lll2lr50

3.071.000

4.224.'750
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The geoerat obligdion bonds and the pDblic improver€nts bo{ds are Fayable ftom the ad valorErn pmpelty laxof 1.25% which is rcstricrd for debr sereice ad relained by cDB for ;;h plllpo;s.

The laws and reSulations of the Commorweatlh provide rhat public debt of the Municipality will constitute a
first claim on rhe availabte revemre ofthe Municipalir} pubtic debr includes bondr ;J;tss payable. The
good faidf crEdil and laxing power of th€ Mudcipatity arE irrEvocably pledged for the prompt payment oftheprincipal and inrercst of thc bonds and norec par abic

The Mmicipality levies an amrual additional special cax of r 25% of the assessed value of pe.onal ard rcalpmperty. The proceeds of tiis addibonal speoa.l br{ are deposxed in a shking fund esrallrnea at COg
wnerebv surhoent llnds nrusl be ser aside ro redeem the bonds in midmum ann,ar or biafiual pdncipar and
ifierest paymerlll. The proceeds of this special lax arE recorded in the atebt sereice fuffI.

InterEsl rates on serial bonals subject to variable rates arE rEvieweal periodicatly by GDB and arE based on thefluctualior of CDB s weighted average rate for its co-mercia pape. p.ograrq ,rot to erceea tZ. Unae, Atpm€pnq GDB issues commercial paper in rhe U.S. ta\aUte aU-rax-eiem! rra*ers, in the ;umdoltar ma*et
and.to corpordions tl,,f have ta\ exemptiotr uder tbe Conmonwealth,s Industrial f""*tio". e" u"a q"rfry
for benefits pmvided by the U.S. Inrernal Reverue Code Section 936.

ln additio4 during 2002, the Mudcipality rEceiveal a HUD Section lO8 loe to Fovide irnding for tlre
constuction of an hduslrial padr as an ecorcmic developmeDl actiyity. The loan am;utr was $4,000,000 alI(I
bears iniercst rarying fiom 4 6'to/otn 6.O'Tyowi$ sf,rll;arrura principaiay.rnenrs Are ." ntn ary r anA,tgustl. The Ioan rDatures on August t,2021 This loan is secured by a iido; a rEal p-pefiy established tnrcugh a
nongage tllat coffairu such povisiotrs tllal Hl.iD deems necessal/. At lo"i :i, ZOIO, this loan has aII
ouLsrading balarce of $2.676.000.

Anrualdeb(servicerEquiremefisofmaturityforbondspayableandtheHUDsecrionlo8loanarEasfolo:

Year
etrding

June 30,

2011
2012
2013
20t4

20\5-2019
2020-2024
2025-2029
20i0-203.1

Principal Interest Total

$ 798,500
826,000
861,500
?40,000

3,712,',7 50
3,849,000
3,587,000
1-527.000

$11,901110

$ 4A1,2'7',7

474,238
824,506
11a,933

3,25a,296
2,144,t98
1,O4',7,O92

254.3',75
s 9 668 9r5

$ 1,285,777
1,700,238
1,686,006
1,518,933
6,97 t,046
5,993,198
4,634,092
1.781.375

$ 25 570 665
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Notes pavable to CRIM

LMS - Or August 2, 2001, the Municipalit enrercd inro a fin ncing agreement wirl CRIM for rhe payrrent
ofthe Municilality's share of the cost of an infonnation mzrDagemenl system, acqrirEd by CRIM on behaf of
a municipalities, for the managemenl of a digital dalabase of taxpayers properties located iII puerto Rico. The
face amount of the loan was 9510,929 and bears no interesr The note is payable in montl y inslaltmcnts of
$4,258 duough November 1,2011 This trote }as an imputed lrterest rate of7.00% and was originaly recorded
at ifs prEsent value of$368,?69, rct of aa unamortized dijcount of $ 142,t60, at imeptiotr li.lune lO, ZOIO,
lhe balance of this nore amoured to $72,296. The principal ard discoull amofiization (recorded as interest
expense) nanuities are ,s follows:

Principal
amo rtization

Discourt
amortization Total

ending
JuDe 30, s 41,481

24.809
$_-___122E5

3,606

$ 4,144

Discount
Imortization

$ 51,093

s 76 64020I
20t2
Total

Delinquent accounts - On March 26, 200. the Resolutiotr No. t0 Series 200t-2002 was enacted which
authorized the Municipditl to oblain up to $414,881, fot a term rot exceeding l0 yea$, for the rcpryment of
bonds issued for the sale of delinquent accolmts. A 6nal ropayme ageemefi tllat bea$ interEsr at 6.22%
begirming July 1, 200? was setded wilh the CRIM. The ouBlandjng pdrcipal and accnred ini€rest balances of
dre note payable to CRIM atrIounted ro $212,160 and $148,160 rcspectively, ar Jlltre 30, 2010. The pdncipal
and interEst naturities arE as follows:

Year
endiltg

June 30,
Pritrcipal

amortiza tion Tot^l

201 I
20t2
2013
20t4

2015-L0t9
2020-2024
2025-2029
2030-2032

Total

$ 9,644
9,644
9,644
9,644

48,218
4a,2ta
48,218
28.930

$____212,160

$ 13,?96
t2,596
tt,991
1t,397
43.',749

32,99t
11,99s

t 148,160

$ 2r,440
22,240
2t,641
2t,o41
92,O07
8I,209
66,213

$ 360JA
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Accmed compensator_v tine
Total mmpensaled absences

Due rfter
one ]ear

$ 332.567
613,600

Total

$ 868,872
921,06s

_ !_r,r77 5%

COMMONWEALTH OT PL'ERTO RICO - MI'MCIPAIITY OT AfrASCO
NOTES TO IEE BASIC T'INA,NCIAI STATEMENIS

F'OR TEE TISCAL YEAR ENDED JUNf, 30,2OIO

Cormensded abserc€s

At June 30, 2010, the Iiability for compensated absences is composed as follows:

Due wilhin

536,305
3I3.465
18t 659

$ 1,031,428 _ {___246J!?

Landfill closure and post closuE cosl

1:cordinC_ 
to.-tie 

ryCrnano.s set forth by rhe U.S. E,wiro,ment prorection Agency (EpA) itr iis :Soliat Wasre
Disposal Faciliry Crirerir' , issued otr Ocrober 9, 1991, the Mudcipdity is requirei to ptace a ena co.vrr on
the Mudicipality,s lrndil site when il stops ac.epting r,aste, a"a io p".io-, 

"elr.i. 
mainte&mce and

monitoriry imctions at the site for 30 yeals afler closuE.

In accordarce with GASB No. 18, the Mudcipality has p€rformed a stdy oftl* activities that ne€ar ayailable
spacEind to cotrpty with applicable stare and fedent regulatioN. Based on this strdy, the lvludciprlitJ has
rEcorded estina&d liability of$1,450,479 in the accompanyiry GntrS, using cuneot ;o$s allocated, based otr
the actual landfirr capacity used at June 30, 2010 The poftion ofthe estnnated cr'Enl costs to be iocuned in
fuhre yea.rs is apprcyjmately $289,796, which has nor been recorded yet h the accompanying GWIS.

ActDl costs mry be differert & the rEcorded estinrare liabili, due to inflatio4 changes ia teclmology, or
chatrges in Acts and Egurdions. Ar June 30, 2010, the Municipariq's sorid wasre unantt is stitt operati{ aaa
rEnaining estimaied useful life is appoximately 6 years_

IO. COUMITMENTS AND COI\TTNGE\CIES

Th€ Mutriciparity is defendant in vadous legar pmceedings perraining to rnaners incidenral to the pedormarce
of routine govenmenal operations. Under Act No. 104 of June 25, i99i, as amended pqsons are aDftorizeal
to sue the Municipality otrly fot causes of actions set forth ir said Act to a matirnrm amomt ofg75,000 or
$150,000 if it involves aclons for damages to morc thm orc person or where a siflgle i4uEd party is enti[ed to
several causos of actions. Under certain cirunstances, as provided in Act No. g ot itovernter Zf, t glS, as
amended, the Municipality ,nay pmvide its ofiicers and emproyces ivith legal represenlalioL as wel as assume
the paymeft ofany judgment that lnay be entercd agai{sr &elll There is s; fimitation otr the paymenl of such
judgmext.

which reslec1s to pending or thrEalened litigarioL the Municipality do not have or anricipate udavorable
judgmerfs as ofJune 30, 2010. Management believes that any unfavordble outcome ir rElati;n to pending or
tlreatercd litigation wodd nol be significattly.
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The-Mr cipility has rcported, outstaadinS acu$rances amo.o,ting to $?84,461 itr tt' generat firnd aI Ime
30, 2010. The Municip.tity ifiends to honor these encDnrbrances, w:hich nril'coorinue io te tiqriaara rraa".
the curE year's bMgel during a l4se pniod thar odends int" sutseq*"t nJy;-- 

-

Projccrs fuEnced by Federal and slate Gnnts are subject ro audils by grantors arrd orhe. govemmenral agenciesin order to determifle its exaenditures to comply wittr tl}e conditions-of such grafls. Ii is oe l,runiaiatyt
opinion that no additional nareriat nnE.ordad liabiliries rvil arisc fmm audts p."";o*ty p".fo"r"A o, topeform.

r 1. SUBSEQUENT E\,'f,NTS

In Prer' ing these financial stalemetrts, d'" Mntriciparity has evalualed evenls and tansactions for potentiar
reco.gdion or disclos,re thDugh March 17, 20 l I, dre date lhe fimacial starements were issuea easea on sucll
aDlysis mfilagemelll decided that no significa disclosue is necessary.
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COMMONWf,AITE OF PL'ERTO RJCO . MI]NICIPALITY OF AfrASCO
SCEEDULE OF RE\rENUIS AND f,PENDTTURES . GENERAT TUI\T . BIJ}CET AND ACTUAI

FOR IIIE FISCAL YEAR f,NDED JI]NE 30, 2OIO

Budqeted amouDts
Orisinal

$ 2,960,442
1,603,000

630,000
I50,000

1,105,000

$ 2,960,442 S

1,?03,000
690,000
150,000

1,105,000

2,960,442
l.'791,298
1,059,48?

315,383
1.190,529

Vtriarce yith
ftral budget

positive
(ne&tiv€)

94,298
369,48./
165.383
85,529

656,683
(24,2O6t

(437.907\

909.26'7

(65,168)
(539)

(9,432)
(4,121)

Q,046)
(153)

(87.06i)

$ 996 r32

RE\ENLIES:
Prcp€rty tax
Mrmicipal license ta\
Sales tax
ConsEuction excise tax
Clarges for sefiices
Idergoveanrnedal grantl and
corEr'butions

IEerest on deposits and ftves&lerrts
Miscellaneous
Total rcvenues

EXPEN]DITT]RES:
General govenunenl
Public safety
Uftan alld economic development
HeaIh and saaitation
Clrltue, rEcaEaliotr and education
Public housing aIId wefarE
Total expenditures

Final

3,821,810 4,321,172 4,978,4ss
105,000 10i,000 80.794
481.056 481.056 43.149

1t.516-2.70 t2.425.53'7

5.509,22A 6323,09t 6.25'7,923
285,078 307,868 307,329

1,439,007 1,188,800 1,1?9,368
1,360,566 1,286,154 1.282,021
t,649,071 t.s34,231 t,s21.tgt
613.358 a76.t20 a15.361

10.856.308 11.516.270 tt.429.205

EXCESS OF REIENUES O\ER
DeENDITURES $ 996 jt2

Eqlamtion of difroretre3:

Sou.eJinf iols of fi narcial rcsour@s:
Actual amouds (hudeetaly basis) ava;lahte

Difrerences - budget bsis to GAAP:
Net inclee in rcceivables
Resours cansidaed revaua for fimcial reponi!8 bl, trot for hdserary puposes

- 
Resourcas @Il^ridard rel6lu6 for budsel.m! bur are nor revoues roitunncra nporung purposes

I olal reveDG reponfd on rhe st r emenl o r rcr en u6 evendjrue and c hases n , ud-balsn( s -
govemmatal6mds

Usevou(lows of rmancial ftsources:
Actla.l amounts Odsel,ry b€sio ..lotal cheg6 10 Apropriario,s, fmn the budgetary compsrien

Diferences in h6ss of ecou:ting:
Net declase h payables
Non budset expenditurEs
ftDr yea, acmbranls Eorded d cuftnt t @ erpendiuc ior cAAp bais
Resoms coDsidqed expenditur6 ,or budBera0 iu( are oor expens.s for Imsnriat rQoning

Tot .t expsditures rcported on the $rratror ofrevenuB, expe itues al(l clEnges in fimd bni,n6
- goveriunatal tuds

for "apprcpnations' frcm lhe budgetary compari$n
s 12,425,53'7

309,',756

653,918
(1247.868\

! --l2.I413_

s 1t,429.205

(328,341)
sotJ-70
308,448

1428 698)

LILA2^014
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COMMONWEAITE OT PI]ERTO RICO - MI]NICIPAIITY OF A]iASCO
NOTf,S TO BI]DGETARY COMPARISON SCEf,DULE _ GENERAL FUND

rOR THf, FISCAL YEAR ENDf,D JI]NE 30. 2O1O

The Mu cipality's allnlral budget is prepared under dle budgetary basis of accounting, which ij not in accordaice
With GAAP,

Under the budgetrry basis of accounting, rcvetrues arE gonerally recognized rphen is received. Short-term and long-
telm borowings may be used to firunce budgetary excess of ependitures ovet rcvenues

Uder tlle budgeEy basii of accouffing the llunicipalitJ uses ermbrance accoumng & rccod lhe full amou4
ofpuchase orders, coDfacts and other commitulellts ofappmpdated rEsouces as deductiotrs fiom the appmFiatiotr
pdor tlle actrral opeoditurE. In the go\,emmefllal fimdq encumbrances accoutritrg is a significam aspects of
budgetarl, coftol. Accordingly, e)+etrdiores ale geflemll]' rEcorded when the related e\T'enditue is inctr]IEd or
enclmbercd. Available appropdalions and arcEmbrarces are estabfished to ]apse one yea jier the €nd of fiscal
year. Amounls lEquirDd to setle claitrrs andjudgments against t[e Municipality, alrd cettain othei liabilities, are no1
recognized until they are ercumbered or otlErwise processed for payment Unencumbered appropriatioN and
encumbmnces lap at year-end. Other appmpriations, mainly capiral prcjects appmpriations, arc conthuing accoun$
for which the Muicipal Legislatue has authorized thal a. unspent balance ftom the pdor year be carried forward
and nrade available for cunEnt spending.

The acconparying budgetary comparison schedule - generil fmd, povides infomration aboul the gercral firnd's
original budge! the amendmenls made lo such budgel, and the actual general fund s Iesutts of opemtiotrs Dnder the
budgetary basis of acmtmling for tlle 6scal year ended J rc 30. 2010

Excepl for the geneml fund and the debt sen ice fund, the MunicipalitJ legalh does mt adopr budgels fot its riajor
special rcvenres and capital projects filnds. Accodingly, neitler accompanying basic financirl statements, nor
rcquircd supplemenory infonDaton include statemenls m reverues atrd expenditues budget and actual-budgetary
basis, or budgetary comparison schedules, rEspectively, for its rDajor pograms.
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COMMONWEALTE OT PI]ERM RICO . MUMCIPALITY OT AfrASCO
SCHEDULE OF RE}'ENI]ES AND E)PENDITURES . DEBT SERVICE FUND - BUDGET AND ACTUAI

rOR TEE TISCAI YTAR ENDED JI]NE 30. 2OIO

final budget
PositireOrishal Final Actual (nesxtive)

RE\TENUES - Prope4y laxes $ 804.559 $ 638.519 $ 197.316

, Budeetcd amolrl1is

EXPENDITURES:
Debt selvice:

Principal
IrIerEst

Total ex?€ndiurcs

EXCESS OF E)OENDTTTJRES
OVER RE\ENTJ'ES

516,000 516,000 516,000
288.559 288.559 269.1aO (r8;7't9\

804.559 804.559 785-?80 oaj79\

S - $ - S 216095 S 1216095r

ExDleaation of diffeftnces:

Sooiceyinllows of f inancial rEsowces:

Ac$aI amounts OMgetey basis) available for "appmpriatiotrs" ftom the
b[dgetary coflpa]ison schedule $ 1,001,875

Differencas - budget basis to GAAP:
Resormes colrsidqEd rcvenues for fina[cial reporting but rDt for budgetary

puposes 70,36',1

Difr€rEnc€s in bases of accounting:
Net increase in properry tax receivable 1,498
Net iEroase in defened rcvenues (1,389)

Total revenues rBported on the statement ofrcveflues, expenditlEs, and chrnges in
firnd balarce - gor€mmental find $ f-072ltl

Useyoudlows of finatrcial rDsources:

Act[al amunls OudgelEy basis) "total cheges to apfropdations" ftom the
budgetary comparison schedule $ 785,780

Differenc€s - budget basis 10 GAAP:
Palmefis cotrsidered e+enditur€s for financial reporing but not for budgetey

pwpos€s M2,191
DiffeEnces in bases of accounting:

Net inDrease in rnaEred bords Q41,$0)
Net d€.rEase itr maulEd inl€rest due and payable (60.772\

Total eryenditues rEported otr the statement of revenues, expenditr.[es a]rd
charyes intundbalame - govelmrcnlal tunds $,--- j2!199
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COMMONWEA].TH OF PUERTO RICO . MUNICIPALITY OT ANASCO
NOTf,S TO BUDGETARY COMPARISON SCEEDULE - DEBT SER!'ICE FUND

FOR TEf, FISCAL YEAR ENDED JUNE 30,20IO

An amual budget has to be prEparEd lnlder the budgeEy basis of accounting, *hich is not in accorilarce wilh
GA-AP for ttre debt sen.ice fund. Underde budgetay basis ofaccounting, revenues are geferalb rccogdzed when
cash is rcceived.

Prcpcrty tax revenues arc used by GDB for the paymeft ofpdllcipal and intercst of bonds issued by ttlem. Budgeted
transfers out frcm the general firnd arE nade to firance budgetary debt requirements of opeational bonds paid
though Mrmicipal Revenue Collection C€nter ('CRIM', by ils Spanish acroryms).

The accompanying budgetey comparison sche&le debt seNice fiInd, pmvides hfomation about its odginal
budgel and the actual rEsults of operations under tlle budgetary baxis of ac.ounling for 6scal year ended June 30,
20t 0

Except for the general fund aid the debt seffice firnd, th€ Muricipality legaly does not adopt budgets for its major
special rEvenues arld capital projects fimds. According\, neither accorry)anying basic fiMncial statements, nor
rEquirEd supplementary inforMtion include statemenls or rEvenues and expenditues - budget ard actual-bdgetary
basis, or budgetary compdson schedules, rcspectively, for these rnajor pograms
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JLC losd L. Cardont>t Co. P.S.C.
Certifed Public Accowltallts €r Cotlsultants Member oI L\€ Pud Rio S.aeiy of cerih.d Pubh. a.cdnianG and

$e Anen.an rNi uE ot C€rtihed pubk A.counbnis

RIPORT ON INTERNAI, CONTROL OI'ER T'INANCLA.L REPORIINC AND ON COMPLIANCE AI{])
OTEER MATTERS BASED ON AI AUDIT OF FINANCIAL STATEMENTS PENT'ORMED IN

ACCORDANCf, WITE COVERNMENT AUDITING ST,1 NDARI',I

To the Honorable Mayor and MembeN
oithe MrnicilEl t gislatue

Municipality of Anasco
Anasco hrerto Ric6

We bave audited tie accornpafying fiiarcial statements of the governmenlat activities, each rMjor irnd, and the
aggrDgale rEmaining firnd info lation of the Municipality of Anasco, (cthe Municipdity), as of and for the year
ended Jutre 30,2010, which colectivety com$ise the Municipality's basic fiMncial staternents ard have issued ouI
rEpon tlerEon daled March 17, 2011. We conducted our aualil itr accord.dEe with auditing stadards generaly
accepted in lhe Uniled Stales of Amedca and the stardfids applicable to financial eodits cofiaitrrf,d ;i co\,emnent
Altditing Standdrds, issnle,l by the Corptrollsr ceneral of tie United Slates.

Int€mal Cotrtml Over Finamial Reporting

In plaming and perfoming our audi! we comiderEd the Mudcipality,s internal coftol over fmancial rEporting as
a basis for designing our audilitrg plocdrrles for the purpose of ogrEssing ow opinioDs on the financial statemenls,
but not for the purpose of exl,rEssing an opinion otr the effectiv€ness of the Municipalitf,'s futemal corEol over
financial rcporting Accordirgly, we do not eryrEss an opinion on the efectivetress of the Municipality\ internal
contsol overfinarcial rEponing.

A defciency in internal control exiftrs wl]tr.n dre desiga d operdion of a coffrol does not allow managenent or
erryloyees, in th€ nomd cou$e of peforrdry their assigned functiolls, to prEvetr! or detect and corect
misstaternenis on a timely basis. A naterial wealness is a deficiency, or a cornbination of deficiencies, h in&mal
corfrol such that lherE is a reasonable possibility that a material misslatement ofthe entity's fiMncirl slatements vrill
not be prevenled, or detected and conected on a timely basis.

Our coffideration of idemal coruol over fEncial rsportiry was for the limited purpose described in the lnst
par'agmph ofthis section and was not de,signed to id€ntit aI deficiencies h interml corlllol over financial rcporting
that might be delrciemies, significant deficiencies, or malerial weakrcsses- We did trot idert'try any deficiencies in
in&nul control over fiiaffial rcpo ing thal we consider to be matedal weaknesses, a.s defired above.

Compliance and Other Matters

As part of dtainiry rcasonable assumnc€ aboul whethe, the lvlunicipalit's fiIlatrcial Etatetrlen$ are frEe of rnaterial
misstatement we pedormed lests ofits compliance with c€rtain proyisions oflaws, regulatio$, cortracts, and gmnt
agrEernents, noDcoqtarce with which could have a direct and naterial efrect on the determination of fiMncial
st tement amo|nfs. Howeve4 providhg atr opiaion on colpliarce wilh those provirions was Do1 an objective ofour
audi! and accodingly, we do not e4ress such an opinion- The resrlltl of oul tesls disclosed no instances of
ronconrpliarce or otlrer malteis that are rcquircd to b e re4ned wd'et Goyemment Al.tditing Stmdod'

PO. Bo, 194806, Hato R y, P.R. 009194806, 4e7 , I.T. Piiero Aae., puerro Nuaoo, pR_ 00920
Phone: (787)793-5353 . Far: OA7)793 5366

ato@jlcardoflo-co'n . E-MaiI: jt&it.otdono.con . Lic jI



To the Eouorable Mayor rtrd M€mben
of th€ Muicipal f.gislatuE

Municipality of Anarco

This rEport is iflended solely for the informalion and use of mamgemer4 Municipal Legislative Body, otxrs within
the entity, ard federal awardiry agercies and pass-drough entities and is trot inlended to be and should not be used
by arvone other than these specified parties

-/,, t e-J* -L
lmsD 

L. cAxDoNA & co. P.s.c.

San Juar! Puerto Rico
Manch l?. 201I

]lle sr"mp numb€r 2549379 ofthe
Puedo Rico Society ofcenified
Public Aeout ns was alixed ia
the orisinal oftlis repon

\\
rc,o l!,

\*#
PUEFTO RICO
LICENCIA 3i
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JLC Josd L. Cardono.-t Co. P.S.C.
Certified Public Accauntallts & Cons ltants Mehb.r of L\e Pxef,o R& S€iety of Cerhhed PGri. Acountans md

rhe Am.n.an lrebtute of cerri6.d ?ubli. AcounianE

INDEPENDENT AI]DITOR'S REPORT ON COMPLIANCE WITE REQI'IREMENTS
APPLICABLE TO EACE MA.JOR PROGRAM AND ON INTERNAL CONTROL

O\,'ER COMPLIANCE IN ACCORIANCE WTAE OMB CIRCI]I"AR A.I33

To the Honorable Mayor and Mernbers
of the Municipal Legislatue

Municipality of Aiiasco
Aiasco, Puero Rico

Compliatrcr

We have audited the Municitrality of Anasco's (*the Municipdity") compliarce with the !?es of compliance
requiremeffs descn:bed in the U.S. Ofrce of MaDagemetrl ad Budget (OMB) Circalat A-133 Conpliance
&ryplement thal are applicable to each of ils major federal prograns for the year ended Jme 30, 2010. The
Municipality's rDajor federal programs ale ideftified itr the summary of auditor's rcs. ts section of t-IIe

accoryanyhg schedule of frndings aIId questioned costs. Compliance with tlle ,equirements refened to above is the
rcsponsfuility of the Municipalily's rnanagemeft. Our rcsponsibility is !o e4ress an opinion on the Municipality's
cofiryliance based on orf audil

We conducl€d our audil ofcompliarce in accordance with ardithg sandards generally accepted in the United Slates
of America; the slandards applicable to fi$ncial audits coahined i^ G(wemnenl Auditing Standards, i$n.edb tl]€
Comptsoler General of the UdtEd States; and OMB Circdar A-133. Audits ofstates, Local Governments, and Non-
Prolt Organizatons. Those strndards ad OMB Circrnar A-133 requirc tbal we plra and pedolm the audi! to
oblain rersomble as$rrance about whedrer noncompliarce wilh the types of cotrpliarce rEquirErnents rEfemd 10

above that could have a dirEct and nai€rial effect on a major fealer, progrdn idetrified in the ac.oqaayiag
schedule offiMingr and questio.ed costs occured- Ar audit includes exrminiq, otr a t€s1basjs, evidence about the
Municipalitr's coryliarce vrith lhose requiemenlx and perfomiry such olher pmcedues as we considercd
[ecesgry ia the cilcrrmstrIlces. We believe th2( orrl auiht pmviales a raasonable basis for oua opiniorl Our audit does
not Fovide a legal determination ofth€ Mutricip.li8's compliance witl those requirEments.

h our opitrioq the Mutricipality of Aia3co corplied, h aI raterial resperts, with the compliance requircmenls
rEfenEd to above that arc applicable to each of its ,najor federal progmms identified in the accomparying schedule
offtdings and questioned cosls for the year ended June 30, 2010.

Intemal Coatml Over Compliarce

Mrnagement of the Monicipality is respons_ble for establishiog and rnaintaining effective irllemal cotrol over
compliarce with the compliance requjremcnls rcfened 10 above. In plaffing and p$forming our audit, we
considerEd lhe MuEicipalify's inremal contol over compliance with the requiremenls that could have a direct ard
material effect on a Eajor fedeml progmm in order to detemine our audititrg pmceiules for the purpos€ of
eryr€ssitrg our opinioD on conpliance and to test atrd Eport otr int€rnal coftol over compliance in accordance with
OMB Circular A-133, but mt for the pu4ose of elprDssing an opinion on the effectiveness of intemal col1trol over
coDpliance. Accoditrgly, we alo not exprEss ar opiniotr on the effectiveness of the lvlutricipalify'r infemal cotrol
over cornplirnce.

A dejcienc! ih intemal control over compliarce ei$s when the design or operalion ofa contrcl over complialrce
does Dot allow mrn.g.nem or eryloye€s, in the nomal cou$e of perfoming their assigled fimctioDs, to prElcnt,
or detect and corecl [oncoryliance with a b?e of compliance requirEment of a federal prog?m on a tirnely basis.
A material \|eal{ness in intemal control ovet conpliare is a deficiency, or combination of deficiencies. in intemrl
cotrol over cofipliarce, such that therc is a rEasonable possibfity tllat marerial nonco[pLance with a B?e of
conpliance rcqui€me ofa federal pmgram wifl notbe prere ed, or detected and corlEcled, on atimely basis.

PO. Box t94806, Hato Rey, PR.009-194806,907, I.T. Pinetu Aae., padto N"eot, pR 00s20
Phone: (787) 793-535i . FE:(787)79i si66

ulnojtu ona.con . E-Mrit: jt&itcardona.con . Lic.31



To the Eonorable Mayor and Members
oI the Municipal L€gislature

Municipalily of Afrasco

San Juarl Puerto Rico
MarEh 17,201I

The simp nMbs 2595456 of the
Puato Rico Society ofcertified
Public A@outrtanls $6 affxed to
the origitrEl ofthis ftpo(

/,"'t aJ-*.r<.
losE 

L. CARDONA & CO. P.S.C.

Our cotrsideration of iitemal conuol over conplcnce was for the limited purpose de,scribed in the lirsl paragraph of
rlis section and was rlot designed to identiry aI deficiercies in intonal conhl over coflpliarce that migh be
deficiencies, sigdficaft deficiencies, or matcrial weaknesses. we did not idefltify any deficiencies in internal conirol
over compliance that we consider to be rnaterial weakEsses, as descfbed above,

The MmiciFlity's rcsponses to the findings identified in our audit arc desoibed in the accompanying schcdule of
findings and qu€stiorcd costs. We did not audit The Muricipalily's rEsponses and accoditrgly, we e4)ress no
ophion on tle rcspolrses.

This rEport is intended solely for the idofiBtion and use ofmanageme.4 Municipal Legisladve Body, othss within
the entity, and federal awarding agencies a pass-thmugh entities and is not intended to be ard should rot be used

by aryone other tban these specified partres.

PUERTO RICO
UCEl{CtA 3lffi
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COMMONWETLTH OF PUERTO RICO - MUNICIPALIT}t)F ANASCO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDf,D ruNE 30. 20IO

Federrl Grantor Pass / Through CFDA

U.S. Department ofHousing rnd Urban Developmetrt (HIJD)

Dircct Programs
Section 8 Housing Choice Voucher - Lower Income

Hoxsing Assistance Progmms

Community Development Block Grant (CDBG)
Program, State Program

Sub-Total HUD

U.S. Departme[t ofHealth and Human Services (HHS)
Passed through Commonwealth ofPuerto Rico Department

of Family - Child Care and Development Block Grant

Passed through Commonwealth of Puerio Rico Deparnnent
of Family - Homeless Prevention and Rapid Re-housing

U.S. Departmetrt of Agricultur€
Passed drough Comnonwealth of Puerto Rico Departnent

of Education - Child and Adult Care Food Program

Federal
Disbursenents
Expenditures

$ s94,192

727,448

1,322240

14.871

)4.228

93.575

14.257

120,064

30,236

10.558 12.494

_i_____..uqi.,q1_TOTAL
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COMMOTiWEALTE OF PUERTO RICO - MUNICIPAIITY OF ANASCO
NOTES TO SCHEDULE OT DPENDITIIRES OF FEDEL{L AWAXDS

FOR THE FISCAL TTAR ENDf,D JI]NE J(l,2OIO

1. SIGNINCANT ACCOUNTING POLICMS

The accoruparrying schedule of expetrdiores of federal a*ards is a $mnrary of the activity of the
Municipality's federal awards progmms presented on a modified accnral basis of accounting in accordance
wifr acmuting pinciples gercrally accepted in the United States ofAmerica-
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COMMONWEAI-TE OF PIIERM RICO - MI'MCIPAIITY OT AfrASCO
SCHEDI]I,E OT FINDINGS AND QI'ESIIONED COSTS

FOR TEE NSCAL YEAR ENDED JUNE 30, 2O1O

PART I. SIIMMARY OT AI]DTT RESI]LTS

Financiat Stdtement

a-'[\?e of aDditor's repon issi-]r.d, unryaliJied.

b. htemal control ovei fimncial rEportitrg:
. Material wealsress (es) iderrified? _YES ,fLNO
. Significa4 deficiercy (ies) identified thar is (are) mt

consdered to be material we€I(ne,ss (es)? _YES ILNO

c. Noncotplirnce material to the finarcial slatementnoted? YES llNO

a. Intemal mrfiol o\,er m4ior programsi
. N,{aterial weahless (es) idefiified? _YES _ILNO. SigDificant deflciency (ies) idaaified that is (ar€) IIot

considelEd to be material we3hecs (es)? _YES jLNO

b. Tr?e of auditor's rcport issued on mmpliance for rnajor

wogIan\\. qualLlied.

c. Ary audit findings disclosed that alE requircd to be
reported in accordance of OMB CnEuIar A-133? _YES _,LNO

d. The prDgrams tesled as major Eogram ale:

. CFDA 14.8?l Se.tion 8 Housing Choico Vouchers

. CFDA 14.228 Cornmmif Development Block Glant \ State's Prog.am

e. Tlle tlresbold for distiryuisling Tr"es A ed B Eogranrs was $300,0m.

f. The MEtricipality did mt qMlify as a low{isk auditee as that telm is defined itr OMB Ciraiar A-133 -

PART tr . FINANCIAL STATEMENTS HNI}ING SECTION:

No matters are repolled.

PART Itr . FEDERAL AWARD KNDINGS AXD QUESTION COSTSI

No matters arE rEponed.
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COMMONWEATTE OF P{'ERT1O RICO - MIINICIPALITY OT AfrASCO
SUMMARY SCEEDULE OF PRIOR AUDIT TINDINGS

FOR THE TISCAL YEAR ENDED JIJNE 30, 2O1O

TEDEnAL PROGRAM - SECTION 8 EOUSING CEICE VOUCmRS (CFDA No. 14871)

Firdhq: trumber 2009-.01 - Disbusemenl Voucher Process

Condition - We evalMte six (6) vouchers and eighl (8) admhistrative dGbu$emenrs and mted lte fo[owitrg:

r. One ( 1) vouch€r was not available for our aMil. Vorrcher payrol of May 2009 - $37,162

2. Four (4) vouchen did not have evidence of the supporting tloqmenls (voucher payroll rEport).

. Voucher number 7489 ofJuly ad August 2008 - $66,703

. voucher number ?880 of october 2008 - $3 9,518

. Voucher Nmber 8578 of February 2009-$39,279

. Voucher number 9223 of June 2009 - $38,664

3. Five (5) vouchen did nol itrclude the total amour paid.

4. Five (5) vouchers did not lBve evidence of some auhorized siglaruEs dates, such as; Mayor or autlErized
rcIrrEsertauve, Finance Dircctor ard Pre audil Officer. Acmrdingly we can not delelmirc if tle aulDrizatiotr
pmcess was performed bdore the chock and payrne issuance.

Recommenalation - The Municipality should evaluae fts ifiemal coftols over disbusement ard procuEm€x{ and
ascertah that comply with die 4plicable laws and rEsulations.

Questiorcd mst - $221,326

C\rlrcd Stdus of Prior Ye3r Findine

1- Voucher was submitted to our vedfication ard no exception found-

2. Supporting docunenatiotr was pro v.rded for each voucher and no exception found

3. No similar condition found durir€ our audn

4. No smnar cond'tjon lound during our audit.

Findinq number 2009-.02 - Cash MarDgement

Crtrditiotr - Dudng ou.a[dit ofpmgxams'ba rccorciliation, we rcted thal the cash balarce shom hi8]Er average
montltly balarc€:

Recofiroendatiol - The Muicipality shor d take thE effective ard necessary aclion to analyze th€ rcal cdses of
tlis situation and to iqmve cotrpliance wit! federal rEquirBDenl for cash m,tragetrld rcgarding paymeDl to ten Itr
ard landlord and cash balance.

QuestioDed cost - Not detdminable

CrmEnt Staos of Prior Ye3r Findiu

Clnective action plan has beerr takell with respect the rccommendations.
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COMMONWEALTE OT PUERM RICO . MIiAICIPALITY OT AfrASCO
SUMMARY SCMDULE OT PRIOR AIJDIT FINDINGS

F'OR TEE T'ISCAL YEAR fNDf,D JUNE 30, 2O1O

findins trumber 2009-.03 - Participad Eligjbility

Conditiofl - Exceptions not€d as a Esult of m e]igibilily test for twenry-firo (22) paiticipants' files.

Recommendaliotr - The Municiprlity should establish ad€quate quality controls to mo lor pedoffurce, ensrtlE

conpliance wilh these procedures, and train $aIfon docume{ation and verification process.

Questioned cost - Not detenninable

Curc Status of Prior Year Findine

Documents were slibmitted to HUD. No similar or rcpetitive co litions werE fou durhg our audit.

tr'indhs number 2009{4 - Fiianciaf Reporting

Cordition - h olrl test over "voucher for Paymenl of A ual Cortu:butiotr and Operation StalemeE Report o{tlD-
52681-B)'verus the acaounting rccords, $e setrect€d six months and noted certain difrerences: the HAP Voucher
Epa)se; the Administrdive E)Aq|se.

Reconme ation'The Mricipality should take alpmpiate actions to rcconcile in a timely mafiEr the fedenl
finds rcpolts mth the accounting rEcords. ln additioq il should steryrh its itrl€mal cortol in older to klow the
deadlines for issuing and srbmitting the coflEspondent reports.

Questioned cost - Nol determinable

C\rrletrl Status of Plior Ye3r Fhdinq

No similar or repetitive conditions were fourd dudng our audit Coflective action plan has been tatetr with rcspect

the rEcomnetrdations.

Findiur number 2009{5 - Peformance Repoding

Conditiotr - Accoditrg to our aud4 test we fouad rbar the fofiowing indicaton are rcported incorectly in the
SEMAP Repod (Cerrification HUD-52548): Indicabr (2) ReasoDble Red; Indicator (4) Utiliry Alowance
Schedtrle; Indicaror (6) HQS Enforcement

Recomrnenalation - The Municipali, must rEvise their internal assessment oiteria in their test that affect the
rcasomble rent and HQS eDforcement for achieving reliabte rcsults. ln additio\ the Pmgram must apply the changc

of l0% or morE as indicated by their utilities anatysis.

QuestioD€d cost - None

CuriEnt Staos of Prior Year Findine

No similar or repetitive coMitions werc found d[dng our ardit Coiective action plan has been laken llrilh rspect
the recommendations. Doc-trmetus as corrected were submilted io HUD.
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COMMONWEALTE OF PIIERM RICO - MIJMCIPAIITY OT A*ASCO
SI]MMARY SCEEDI]LI OT PRIOR AL'DIT NNDINGS

FOR THE FISCA]- YEAR ENDED JUNE 30, 2OIO

Ffudins number m0946 - Special Reporting

Conalition - We pefonned cotrrpliarce testhg lor twenry{wo (22) participants' files, famity rEport (IflJD Form
50058) ard noted &e follofing exceptiois: One (l) file examined did not include evidence of the aruual
Eoonination (Form 50058) which applies for 2008-2009; One (l) file examined has incorDctly comPleted item 2-a

"'Iyp of Acrion" in HUD'S Form 50058; Orc (l) file examined has inconEc{y compl€ted item 2b "Eftctive Date
of Action' ill HUD'S FoIm 50058; Five (5) files examhed have inconeclly completed item 5i "Date oflast tumual
HQS Inslectior' ia HUD'S Fo]m 50058t Fiieen (15) files examined have inco €c{y completed itEm 5h "Date of
Unit Irst Passe.d HQS hs?ectiotr'in HUD'S Fom 50058; In one (l) file examitred, we rcted thatthe,mr,l income
rcported ir HUD'S Form 50058 was
inconEctly calculated.

Recornnedlation - The Municipalhy should eshblish adequa& review procedures to ascertaitr dDt the infomutron
recorded in HlrD's Form-50058. Farnily Repofl is complete and accurate.

Questioned cost - Not deterrniMble

CuIIEnt Status ofPrior Year Findins

No -similar or Epetitive conditions werE fourd duing our audit Correctrve aclon Plan has been taken with lEs?ect

the rBcommendations.

tr'indins numb€r 200947 - Reasonable Rent

Cotrdition - We perfol[ed corDplirnce testing for tweaty-two (22) participafls' files and w€ noted the following
exceptions: One (1) file examined did aot include evidence of the rcrl rEasoDability certificatiou In sevef, (7) files
exmined the cotract rent amounl is overthe rEnt reasonabili, ce$ficauoq h foul (4) files examine4 the goss
relt of udt is over the par'Iner( standrrd; h fifteen (15) files examirc4 ltre Forn 50058 have incorccty tle
paymenl sia ard; I[ twelve (12) frles examined, th€ Mutdcipality did trot complied with th€ fair mr*et rEnt

perEedage establisbed i dte Pa,'meft SlaDdad Schedule for 2008-2009.

Recommendation - The Mutricipality slould establish adeqMte review procedures to ascertair that the FMR

applicable and the paymenl stadad perceflage applicable in the reexamination are computed conE tl]' itr

accordance with federal regularion. In additioq the Mudcipality should eslablish qualif conuols in the prEParation

oftlE Family Repolt G{UD - Forrn 50058) and provide the necessary training to all ofrcen of the Progran

Queslioned cost - Not delelmiiable

Current Slatus of Pdor YqalEdilg

No similar or Epetitive conditions rverE fourd dudng our audit Conective actrotr platr bas been talen with Espect

the recoruneni,atiotrs. Doc-uments as corrected were submftred & HUD.

Findine nuEber 2009-08 - UE:lities Allowanc€

Codrtron - We performed utilities allowance testing for twenty-two (22) Participanls' f es and we mted the

folowing exceptions: Two (2) files examircd have the uilities allowance incodEctly cakdared in the Family
Repo{ (HUD FoIm 50058); Duritrg our audi! we note-d that the Municipaliti did not consider the cbange of 10%

or morE rDsultiry in ils analysis of the utitities allowance for thos€ lmits of four bedmorA Durhg our aldil, Ee noted

thal the MuBicipality did not have evidence of the analysis preparEd for the deteminatiotr of the utilities allowarce
for unils without (zffo) bedmoms.
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COMMONTYI.AL-TE OT PUERTO RICO - MIJMCIPALITT OT ANASCO
SIJMMARY SCEEDULE OF PRIOR AIJDIT TINIIINGS

FOR TEE FISCAL YEAR ENDED JUNI 30, 2O1O

Recommendatiotr - Th€ Muicipality sllould estab)ish Eview pmc€duIes to ascertaitr tbat the tenalt's utilities
allowame ale complIted col1ectb in accodance \\lith federal rEgularions.

Questioned cost - Not determinable

ClrrEd gals sI PnaLYeaLEh@

No similar or rcpetitive coditions were found during our aualrt Correcuve actiotr plan bas been tal(en wilh Espect
th€ rEcomm€nilations,

trindins Nmber 2009-09 - HQS Enforcement

Condition - We perfoimed test to the Housing Quality Stanilads Edorcemeft proceduxBs in twenty (20) inspection
repons and noted the following: Two (2) files examine4 the inspectiotr rcport indicales in the sumflary decisiotr on
the udt part irEonclusive, howeve! it did mt sleci8 which deficiencics were found; One (l) file examirc4 the

inspe.tiotr uit was consrdered by the lffpector Officer withou! deficiercies (pass), horrever ihE lmil had
deficiencies thar bad to be rEpaired vrilhin the nex lhity (30) days fiom the date of inspectiotr l€polt; Ia rm (10)

files e)ramine4 the iospection rEpot idicates areas of deficiencGs, brtr the i$pectiol checklisl did not speciry if the

alecisiotr was fail or inconclusive; In two (2) files examined, tlle Program does trot seM to the landlod,{EDanl the

notification indicati0g the inspection dale; h one (l) file exarined the inspection EPort has incofiplete arcrs; ln
orre (1) file exanhed, tlre Dotification sent to the laadloldltenfil indicates deficiencies tbat wele not included itr tie
insp€ction repolt; Six (6) fles examhe4 the correcdon of deficiencies det€cted ia housitrg units exceeded the

maxirnum time alowed (24 hours or 30 calerdar days) and the files do not have evidence tha! the PHA appmved an

e)(ensiotr of time andor that the payment conEacl was cancelled

Qu€stionEd cost ConEact #569 - $650, Crfiract #552 - $700, Contracr #257 - $198, Co ract#527 _ $335

Recomnendatiotr - The Municipality should rcquirE to ils ins?ectom to corply at least wifi tbe mioimun housing
quality stadad to veriry dlat the opne/teDant took appmpriate cotrective actio$ to Epair the udt if appropriate

actions werE rot takeL The Municipality should take the necessary steps to abale the rcn1s or lerminate the housi4
assistance paymcnt contract, ifthe owner/terlanl does not comply with fie repair on time.

Qu€stioned cost - $1,883

CurrErt Status of Prio. Year Findinq

No similar or relEtitive conditiotrs wele found dEing our adit

Findiw nunber 2009-10 - Housing Assistance Payntent

Conilition - In a salryle of twenty-two (22) payme s under rental colEact, we noted the foflowing: Itr oae (l)
paymenr exedneq w; noted that the voocher payrnenl report does nst agree to tlle HAP contract ad the Family

Report (HLID-Forn 50058).

Reconmendauon - Th€ Municipalily should imp0ove its intemal control over the housitrg assistaEe payments in
ord€r to comply wilh the laws and federal lEgdations.

Questioned cosl - Not determinable

CuIIefi Status of Prior Year Fipdins

No similar or repetitive condition was found dudng our audil

58

JLC



€, {'
COMMONWEALTE OT PI'ERTO RICO - MIJNICIPALITY OF ANASCO
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TEDERAL PROGRAM _ COMMUMTY DEVEIOPMENT BLOCK GRANTS/STATE'S PROGRAM
(State-Administered Small Citiei Plogram) (CrDA No. 14.228)

Findiru rumbcr 2009-11 - Allowable Cosls/Cost Principles

Condition - We perfomed audit Focedures to twelve (12) disbunement voucher ard noted the following
exceptions: One (1) p!rchase rEquisilion did not have the auhorized siguturc; Ninc (9) purchase ordeE supporting
doclrmeffs did not include evideDc€ of cof,petifive pmcess; Five (5) disbusement vouchers without evidence of
cotrtrac_t; Twelve (12) disbumement vouchers did not bave evidence of some authorized signatuies dates, s,uch as,

Mayor or authorized Epresentative, Finarce Dircctor and PIe audit Offlcer. Accodingb we can not delemine if the

aulhorization process was Perfomled before the check and payrnetu issxarce.

Recommendation - The Municipality stlodd evaluate ils inteflal cofrols and suppoting documeftation requirBd

for the disbusernents and should ascertar. that they compb wilh the state and fedelal laws and rcSulatio$

Questioned mst - Not determinable

Culre Status of Prior Year Findhs

Process docmentation was submitted to HUD, ex?lairjng the aPPlied procedures. No similar or rcpetitive

colditions werE found during our audit-

Finditrf, lrumber 2009-12 - Cash Managemem

Condition - In our drawdown test over ten (10) cash fiJnds requesled" we noted the followiDg €xceptions:

. Tlree (3) cash rEquest and the rclated suPporting documeffs werc nol avalable for oul auahlPmcess.

. Itr the following rcquest for flmding, the Program rcquested an incomct amot[rt. The amouf of the rcquesB for
funditrg (M not aglEe to the rElated suPporting documenis. The Program rEquested morE filnds that the

immediately ne€d, as followsi Cash Request numbd FC 9 for $13,854.56 and the disbtrsement is for

$11,936.27. Funding rcqu€st h excess for $1,918.29 and was mt reconciled or corecled in the rcxt request

Cash Request nnnber FC 13 for $13,331.36 a.d the disbusemeflt is for $6,473.86. Fundhg Equesl in excess

for S6,85J.50 and was nol reconciled or corected in the next r.ques! Cash Reqresl number FC 16 for
$5,164.39 and the disbusemenl is for $3,073.?4, Flndirg IEquqst in excess for $2,090.65 and was trot

rcconciled or corrected in the nexl request.

. Cash request number FC 16 for $ 5,164 3 9 could not be Faced to the CDB G bank sfatemenl.

. Five (5) checks were prBpared withoul eviderce ofpickup or mail date by the supplGr which avoid cormbo.ale

tine itapsing payment procedues, according of tlEse we couldnt evaluate cash flzragerneDt corPliarce
rcguircments.

.Two(2)checkwelesubmittedtothesupplierrnorethznsevetr(7)daysoftenextworkdayaftelthefirnds
were deposilEd iII the bank accounl

.DudtrgorEauditofFograms'bar*rEconciliatio4wenotedthatthecashbalamesho*nhigheiaveage
moffliy bal ce, as follows: July 2008 - $54,446, September 2008 - $65,100, MarEh 2009 - $43'?83, May 2009

- $?5.042, Jme 2009 - $132,732
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Recommendadon - The Mlniciprlify should impmve the imernal conool to corryly wittr tbe time requ emens of
federal rcgulation to the time elapsed between the rcceipts of fimds, the reque,st of fimds rEquircrnent Focess, the

final disbursem@t for exp€ndio[es ald cash balance.

Questioned Cost - $1lt9ll0

Curerl Status of Prior Year Findine

No similar or rEpetitive conditions werE fourd dudng our audit. Coneclive action plan has been taker wilh rcspect

the rEcorunendatiors.

Fitrdiu number 2009-13 - Davis Bacon Act

Cotralition - We evaluale the only conmct of coEtnrction (ALR CONTRACTORS, INC.) that was in force durilg
the fi!.al ye3r 2008-2009, and note-d tlte fo[owitrg: Co ract without contract plovrsrotr for Davis B&olt Acl a]d
Pa).rnenl ofEevailing Wages; Six (6) pq'rol cefification did not include the wo* classification; Thee (3) payml
certificatio[ without evidence that was pre-audit by the paymenr official examhe4 Seven (7) payrDl certificatiotr
fails to comply with the Pay Rate Per Departnefi oflabor Notice. It was pa,'rnenl for a Carpenrer $7.00/LaborEr

$6.55 and the rcquiEd minimum is $7.25 per hour Duing ttre audit, we noted tbat &e MuniciPality did trot pefoIm
the eflployrEft ifterview.

RecormEndation - The Mudcipality should strengdlen ils intemal contiol on the rEvision of paymll certification
before pmceeding wilh the paymen! and maintaining a rcgular morutodtrg of all its corfi:acrs to ensue that they
cotrply with afl pmvisions. Also, therE must be an efiectve corDmurication between management Proglam and the

department of inspecton.

Questioned Cost - Not determinable

Curre t Status of Prior Year Findinq

No similar or rcpedlve conaLtrolls were found diring our audii. Corective action plan bas been laken \rrith res?ect

the Iecomtrre ations.

Findipe lrumber 2009-14 - Equipme and Real PlDperty Mmag€rnenl

Condition - We examined the pmpety record "slrbsidiary ledge/' and interral corttlol of properry, pla and

equipment and noled tte followilg: The propety rccord "subsidiary ledger" did not irrclude, souce ofpmperty, who
hold title, tIE acquisition date, cosl o{ the pmperry, perceftage of fedenl paficipation in the cost of the Plopety,
Iocalion, con&lion of tie prope(y. aiy ultimate disposition dala including lhe date of disposal and salc price of lhe
pmpery; The Muicipality does not have an adequate accounling system tllat allow to identi& tlle federal progmn
under which the equipment is being acquircd; We could not evaluate the disposition of equbrnert drdng the fiscal
year audted because the Municipatity can not idenlify whettler the equipment was purchzsen wift federal funds
since the ploglam belongs.

Recommendadon - The Municipalhy must updale tlE irfo l^ation rcquircd h tlle subsidiary proP€rty ledgBr in order
to comply with federal rcgulatiol lr additio& the rccordkeepirg pmcedues should be strEngthercd h order to
coqly wilhagpticable slate and federal regdatiors lEgarditrg disposal equipmqtr.

Questioned Cosls - Not determinable

Gl]le Statis of Prior Year Fitrditrq

Conective action plan has been taketr with respect the rccorunendahons. Since Iast audit and 8s a port of ils
coreclive ac-[otr plaD, l}e Muicipality FeParEd a pmPefty tedger folowilg the rccomDeDddiotr and all pmperty

acquircd with federrt trtrds is pmperry iderrifio4 desqibed atrd classified as rEcoDmended.
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trindins number 2009-15 - Prccurcmen1 aIId Suspe$ion anal Debament

conditiotr _ we performed audil pmcedues to one (r) cornracr and two (2) pur.rase orde6 a.'d mred t'" fo[owing

' In one (l) con-stuctiofl conu'act, we noted tl*t the Muiciparity prccessed the paFnent afiff the expiration arate
of the conbaci and therc is no evidence that it has arnenderl the iontract. The coverage ofdre contract period is
ftom_October 15,2008 ro December 21,2008; ALR CONTRACTORS, INC _ payme;issued on March 2009 for
$92,664

' orc (r) co ract withoul evidence oi Departmeflt of rreasury Debt certification, o,," (1) coflracl without
evidence of Cenification of Movable afld Imnovable prcpertv (CRIM), One (1) contract without evialence of
verification of Employment and Hunan Resources Debq one (r) coturact *ithout eviderc€ of Municipal
Patefls. One (1) conEact wilhoul eviderce of public Liabili$, Cenificarror\ One (t) contrsl without evidence
of Paymert and Peiforrnance Bond and Bid Bond, One (l) confacl lvithoul e\,idence of Fami!, Child Suppon
(ASUME) Cenificatior! One (t) coftact wiilrcur evidence of Corporare ResolurioL One (t) cotuacr without
e\idence of lncorporalioD ce.tificarior! one (r) cofiact witirout evidence of Declaritiotr staremenl that has no
beer cotr\icted aSainst public integdtf, one (l) contract without elidence of certificatior of Good sranding,
one (l) conEact without crause of Lead Based paifi, orc (1) conmct without crause of Debarmenl and
Suspensior\ One (I) contraci without clause of Compliarce with Copelad ,A[ti_Kickback, Ac! One (t)
contracl withoul clause of',Davis Bacon Act,, One (l) contract without clause of ,Coffract Wo* Horus &
Safery Slatemenl Acf,, One 0) cofiract 

'.itlrcu1 
clause of notice of awaraling agency Equteme s and

r.gdations pertaining to "Parenl Right. and ,,Copyrigh", Orc (t) coftact without clause of compliarce with
a[ applicable $a.dards, orders, ,,Clean Air Act,, .Clean Waler Act,, and,, Etrvircnmedal protection Agency
Regulation", One (1) confact without clause of compliance wilh "Ercrgy policy all(l Coiservation Act,,

. In two (2) purchaie orden exanirc4 we noted that the Mmicipalitj pmcessed the palments without making a
conEact and wirhout complying with the pmcess ofbid or quoralioq PILIN ASpHAfi NC. _ purchase Oraor
#20081946 / 20090731 - Payments for $91,3?8 94 BETTEMCYCLING CORpORATION (ASPHAIT) _

Purchase Oder #20081957 / 20090712 - paymcnls for g464,120.81

Recommendaton _ The Muuiciparity shculd establisheal adequar policies and procedurEs 10 ascertain that comply
with the applic.able federal regulations for Focuremefl and suspension ard alebarneft Focess.

Quesdoned cost - $648.164

Current Status of Plialllal E!t!!itg

Documentation was subrmtted 10 HUD, explaining the applied procedues No similar or rcpetitive conditiois werE
fourd during our audiL Conective action plan has been taten with respea the recomrnendatioru.
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