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INDEPENDf,NT AUDITORS' REPORT

To the Honorable Mayor and Members
of the Municipal Legislature

Municipality ofAiasco
Aflasco, Puerto Rico

we have audited the accompanying financial slatements of the govemmental activities, each najor fund, and the

aggregate remaining fund information oflhe Municipality of Anasco, ("the Municipality"), as of and for the year

ended June 30, 2011, which collectively compris€ the Municipalityh basic financial statements, as listed in ihe
lable of contents. These fioancial statements are the responsibility of ihe Municipality's management. Our
responsibility is to express opinions on these financial statements based on ouraudit.

We conducied our audit in accordance wilh auditing standards generally accepled in the United Stales of America
and the standards applicable to financial audits contained in Govemnent Auditi g Sldrdalds, issued by the

Comptroller General of lhe United Slates. Those standards require that we plan ad perform the audit to obtain
reasonable assurance about whether the financial statements are free of naterial misslatement. An audit includes
examining, on a test basis, evidence suppoding the amounts and disclosur€s in the financial statements. An audit
also includes assessing the accounting principles used and th€ significanl estimates made by management, as well as

evatuating the overall financial statement presefltalion. We believe lhal our audit provid€s a reasonable basis for our
opinions.

In our opinion, the financial statements referred lo above pr€sent fairly, in all material respects, the respe€tive

Iinanciat position ofthe govemmental activities, each major fund, and the aggregate remaining lund information of
the Muntclpality of Afiasco, as ofJune 30, 2011, and the respecliv€ changes in financial positioo for the y€ar then
ended in confornity wilh accounling principles generally accepted in the United States of America.

In accordance with Govern e t Auditing Standa s, we have also issued our repod dated March 27, 2012, on our
consideration of the Muntcipality's inlemal conlrol over financial reponing and on our tes.s ofits compliance with
certain provisions of laws, regulations, contrach, and grant agreements and other matters. The purpose of that repon
is to describe ihe scope ofour testing ofintemal control over financial reponing and complianc€ and lhe results of
that testing, and not to provide an opinion on intemal conlrol over financial repoiing or on compliance. That repon
is an inregal part of an audit performed in accordance wilh Govennent Auditing Sldnddrdr and should be

considered in assessing the results ofour audit.

Accounting principles g€n€rally accepted in the United States ofAmerica require that the management's discussion

and analysis and budgetary comparison information on pages 3 through 7 and 43 through 46 be presented to
supplement the basic financial statemenls. Such information, although not a part ofthe basic financial statements, is

required by th€ Governmental Accounting Slandards Board, who considers jt to be an essential parl of financial

reponing for placing the basic financial statements in an appropriate operational, economic, or historical context.

We have applied certain limited procedures to the requ;red supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted ofinquiries of management about the

methods ofpreparing the information aod conparing the informalion for consistency with managenenr's responses

to our inquiries, ihe basic financial statements, and other knowledge w€ obtained during our audit of the basic

financial slalements. We do not express an opinion or provide any assumnce on the informalion because the limited
procedures do notprovide us with sufiicient evidence to express an opinion or provide any assurance.

I

PO- Bo, 194805, Hoto Rey, P.R. 009194806, 1027 , I.T. Pinero Ao?., Puetto Nu.on, P R 00920
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To the Hononble Msyor and Members
of the Municlpal L€gisloture

Municipality ofAfrasco

our audit was conducred for rhe purpose offorming opinions on the financiar staremenrs that colectively comprise
the Municipalitv's financial starements as a whole. The accompanying sche{tule ofexpenditures of federat awards
is-preerted for lurposes of additional analysis as requned by U.S. Ofiic€ ofManagement and Budget Circutar A_
133, Adits oJ States, Local Govemmats, an(l Non-pro|it Oryanizar*,r, and is ;bo not a requi;ed part of the
financial sratements. such information is the responsibili.y ofmanagement and was derived from and rel;te direcrly
to the underlying accounting and olher records used to prepare the financial starements. The information has been
subjecled to the auditing procedures applied in rh€ audit of the financial slatements and cerrain additional
procedures' including comparing and reconciling such inrormarion directly ro rhe underlying accounting and orher
records used to pr€pare the financial slatements or to the financial statemenrs themseives, and other additional
proceduies ir accordance with auditing standards g€neralty accepted in the united states of America. In our
opinion, the informarion is fairly stated in all material resp€cts in relation to the financial statements as a whole.

./*, I ai-/*. l'c".
/osE 

L. cARDoNA & co. P.s.c.

San Juan, Puerro Rico
March27,2012

The stamp numbq 262008 1 of the
Pueno Rico Sociery ofcerrilied
Public A@ountanls ws allxed to
the original ofthis .eport.
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COMMONWEALTH OF PUERTO RICO -MUNICIPALITY OF ANASCO

MANAGEMENT DISCUSSION AND ANALYSIS

FORTHE FISCAL YEAR ENDED JUNE 30' 20II

within this section of the Municipality of Aiiasco's financiat statements, the Municipality pr.vides a nanative

discussion anrl analysis of the fina;ciaiactivities of the Municipality for the fiscsl vear ended June 30, 201l The

Uunicipality'" nranciut performance is discussed and analvzed within ihe conlext of the accompanving financial

staremerts ;nd disclosure; followins rhis section. The discussion focuses on the Municipality's primary govemment.

FINANCIAL HIGHLIGHTS

. The assels of the Municipality of Aiasco €xceeded its liabilities at the close of th€ most recent fiscal vear

by $30,496,730 (Net assets)

'Thecapitalassetsincreasedby$l,5S5,3ggascomparedtopriorvearmainlvduetoadditionsand
improvements of infrastructures.

.TheMunicipality'sgovemmentalfundsreporiedtotalendingfundbalanceof$9,58?,148thisyear.This

"."r"t 
*pi"*"L ui i."rease of $4?1,064 during the current vear as compared to.the prior vear endrng

tund balance of $9,116,084 The undesignated tund balance of the Generat Fund for fiscal year 2011

anounts to $1,289.581, which represents in increase of$10,640 as conpared to rhe prior vear balance

OVERVIEW OF THf, FINANCIAL STATEMf,NTS

This discussion and analysis is intended to serve as an iniroduction lo the Municipality's basic financial statements'

ii" Ur.l"ip"riry" t*ii financial statements inctude: l) govemmeni-wide financial sralemenrs' 2) tund financial

.trl."", 
"ita 

:i *t". t the financial stat€ments. This report also contains other supplementary information'

Govemment-Wide Financial Statem€nts

The government-wide financial sta(ements are designed to provide the users oflhefinancial statements with a broad

overiiew of the Municipality's finances, in a manner similar to a privat€-secto' business-

ThestatementofNe!AssetspresenlsinformationonalloflheMuni€ipalily,sassetsandliabilities'andtheir
iiff".*"" .*"*a * *, assed. Fluctuations in n€t assels mav serve as a usetul indicator on whether the financial

position ofthe Municipaliiy is improving or deterioraling'

The statement of Activities presenrs informauon showing how the Municipalily's net ass€ts changed during the

,"""*""ti fitJ ,*.. "ll 
ciranges in net assels are repo;ed wh€n rhe underlying event giving rise to the change'

".",,* ."*.aL* if ,f," rimiq oi rehted cash flows Tius, revenues and expenses are repo(ed in the Statement of

;'il;t:"il;;i;i;;.,1i1" ."ir, n"*. r" r",," fiscal periods. rhe stalemenl of Acrivities is rocused on both

il;ss;;;;f ";rtous 
Jivities. rtr;s is intended G summarize and simplirf, the user's analysis of rhe cost

of various governmental services.

The Municipality's activities are principallv supponed by taxes and inlergovernmental revenues (govemmental

;#J.-i;'g;,".,-"ntar activities are ctassined as general govemmenr' 
.urban 

and,economic development'

ili;;;6, ;;""rth;.J;;niiation, curture, recreation and ertucation' and pubhc hous'ng and werrare'

Fund Financial Strtements

A fi,n.l is a srouDine of related accounts that are used to maintain control over resources ihat have been segregated

;J#.il il;;;:;;.o-bF",i,* ir,. Lr"""io"ri,v. rike other srare and rocar sovemmenrs. uses rund accounrins

;;l':,;;J;;;;;;;;i",pt"".. *i,r' n"** ierated regat requiremenrs' An orrhe runds orthe Municiparirv

are classified in the category ofgovemmerlal funds'

JLC
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OF ANASCO
MANAGEMENT DTSCUSSION AND ANALYSIS (CONTINUED)

FOR THf, FISCAL Yf,AR f,NDED JUNE 30.2011

Govemmental tunds are used to account for essenlially the sam€ functions r€poned as govemmental activities in the
govemment-wide financial statements. However, unlike the govemment wide financial statemenls, Sovemm€nt fund
financial statements focus on current sources and uses ofexpendable resources, as well as on balances ofexpendable
resources available at lhe end of the fiscal year. Such information may be usetul in evaluating a Municipality's near
term fi nancing requirements.

Because the focus of governmental lunds is rlanower lhan that of the gov€mment wide financial statements, it is
useful to compare the information presented for governmental funds wilh similar informalion presented for
govemmental activities in the govemmeflt wide financial starements. By doing so, users of the basic financial
statements may bercr understand the long-term impacl of the Municipality's near-lerm finarcing decisions. Both
the govemmenlal funds balance sheet and the govemmental fufld slatements ofrevenues, expenditures, and changes
in tund balances provide a reconciliation to facilitate this comparison between governmental tunds and
govemmental activities.

Notes to the trinancial Statements

The notes provide additional information that is essential to a full undeNtanding of the data provided in the
govemment wide and tund financial stalem€nts.

R€quir€d Suppl€mentary Informrtion

The basic financial statements are followed by a secrion of requjred supplementary information. This section
includes a budgelary comparison schedule between final budgeled amounts and acrual amouds for the Generat and
the Debt Service Fuflds.

ANALYSIS OF GOYf,RNMENT wlDf, FINANCIAL STATf,MENTS

N€t Ass€ts - The condensed statement of ner assets of the Municipality as of June 30, 201I and 2010 is presented

2011 2010 Cnlnge %Change

Cunent and oths assec, net ofaccumulated depre.iation $ 14,928,500 $ 13,228,648 $ 1,699,852
Capital assets, net of accumulated d€preciarion 4l .809.589

Tobl assers 52-7a1.46j X.956-622

5.035.557 4.205,755 829.802
2t.205.802 19.614.281 1.591.521
2624t359 23.820.036 2.421323

7.50yo

5J0%

Olher liabilitis
Total lisbihis

Invested in capilal assers, net ofrelated debts 26,832.494
6,557.433

26.048,085 784,409
7,820,079 (t,262,646\

(2.893.197) (4.906.831) 2.013.636
30.496.730 28.961.t3r 1.535J99

As noted above, the Municipalirv total assets increased by $3,956,622 while rhe rotal liabilities increased by
$2,421,323 mainly due to by the inveshcnt in capital assers ($3,343,092) and the issuance ofbonds (92,380,000i.
As a resul., the net assets inueased by $1.535.399.

4



COMMONWEALTH Otr PUf,RTO RICO - MUNICIPALITY OF AfrIASCO

MANAGf,MENT DISCUSSION AND ANALYSIS (CONTINUED)

FOR THtr FISCAL YEAR ENDtrD JUNf, 30,2O1t

Net assets may serve over time as a useful indicalor ofa govemment's financial position. The Municipality's net

assets amount;d lo $30,496,?30 as of June 10, 201 I , as compared to th€ net assets of $28,961 ,33 1 of the previous

fiscal year.

The largest portion oI the Municipality's ner assets represenrs the investm€nt in capital assets such as land,

buildingi, equipment, etc., less any outslanding related debt used to acquire those assets. The Municipality uses

these ;;itai a;seh to provid€ services to its citizens: consequentlv, these assets are no1 available for future

spending.AlthoughtheMunicipality'sinvestmentinilscapitalasselsisreponednetofrelateddebt,itshouldbe
not"a t , tn" ,".-orr""" needed 10 repay this debr must be provided from the D€bt service Fund, since the capital

assets themselves cannot be used lo liquidate these liabiliiies.

The amounts r€saricted for debt service represent another portion of the net assets, and these are resources subject to

extemal r€strictions for the purposes explained above

AnadditionalportionoftheMunicipality'snetassetsistheunreslricteddeficit,Thisistheconsequ€nceofpreviols
Luages, wlrictr did not provide tundintfor incurred long-term obligalions such as compensated absences, Iandfill

"rori."'uoa 
post-"to"ur" care costs, ciaims and judgments and orhers. Historically, such.obligations have been

bu;geted on'a pay as you 8o basis without providing funding for th€ir futirre liquidation' Consequentlv, the

uri"ipuri,v *,i"6t a-* froir its existing asseis to provide services to irs citizens and depends on its taxins ability

lo continue its operation.

Activiti€s

The condensed statement of activiti€s of lhe Municipality for the vears ended June 30, 201 I and 2010 is pr€sented

below. As noted therein, the Municipalilv's net assets increased by approximatelv $t 5 million' Granis and

"ontrit*io*, 
including federal aid, ac;ounted for approximarety 4'7.50yo 

^nd 
46-92V. ol the Municipality's tolal

revenue for dscat years 201 I and 201 0, respectively. On the other hand, in fiscal year 201 I ' approxim atelv 40 70o/'

(45.06% percent in fiscal year 2010) resulled from taxes.

The Municipality's expenses cover a range of services. The largest expenses during fiscal year 20ll w€re for

;;iil;;;;d t; g"'nerat go,"m.-t 1d;,252,633), culture, recreation and education.($2,503'154)' and public

;;;;il "d 
*"tta.""(Sz,+:0",'rs:). rotal expenses on 2011 increase, in comparison with fiscal vear 2010 total

expenses, by 10.9?% ($1,592,049). 
"/"

2011 2010 Change Change

$ 364,647

24,249

34,128

(8,884)

(r 31,407)
(7,611)

396,153
'78t,979

1,453,214

Program revenu€s:

Operating gants and contributions $ 1,312'460

Capital grants and contributions 855,489

3,843,464

1,788,414

181,9?6

1,365,504

6,2t1,121

2,081,819

t7,644,847

$ 94?,813

831,240

3,809,336

1,19',7,298

315,183

1,373,135

5,817,568

1,299,840

16,191,613 8.98%

General revenues:

Property taxes

Municipal license taxes

Constuction excise taxes

Sal€ lax

Unrestricted contributions

Miscellaneous

Total revenues

JLC
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COMMONWEALTH OT PUERTO RICO - MUNTCIPALITY OF ANASCO

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YtrAR ENDED JUNE 30,2OTI

Expenses:

General government '7.252,633 6,291,681 954,952

Urban and economic developmenr 1,606,158 1,908,393 (302,235\

Cultu.e, recreation and education 2,503,154 2,471,0a3 32,011

2,430,193 1,873,',759 ss7,034

693,315 459,557 233,'.158

1,461,415 1,291,191 170,218

16,t09,448 14,51',7,399 1,592,049 10.97r/.

1,535,399 t,614,2t4 (138,815)

Public housing and welfare

Interest on long{erm obligations 161,980 215,'129

Public safety

Health and sanilation

Charye in net assets

Net assets at beginning offiscal year 28,96I,331 27,287,ll7 I,674,214

Net assets at erd ofnscar year ___!_1,12q10 ___!_2[2qE]' __!_.1111!2, ____ii!%

Total revenues from governmental activities increased by approximately 8.98 % ($1,453,234), as compared to prior
year. This decrease ;s mainly the result ofa decrease on program and property tax revenues and revenues related to
interest on deposits.

FINANCIAL ANALYSIS OF TIIf, GOVERNMENT'S FUNDS

Covemmental funds

The focus ofthe Municipality's goveflmental funds is to provide information on near-term inflows, outflows! and
balances ofexperdable resources. Such inlormation is useful in asse,ssing the Municipality's financing requirements.
In parlicular, utueserved fund balance may serve as a useful measure ofa government's net resources available for
spending ar the end otrhe fiscallear.

At th€ end of the current fiscal year, the Municipality's govemmental funds reported ending fund balances of
$9,587,148, which represents an increase of approximately $471,000 in comparisor with prior fiscal year balance of
$9,116,084. For the end of fiscal y€ar 201 I the Municipality of Anasco presents an uffeserved furd balance and
reserv€d for debt service of $3,029,715 (general turd - $1,289,581 and debt service tund - $1,?40,134). The
remaining ofthe fund balance is resered lo indicale that it is not available for new spending because it has already
been committed to: a) capital projects $5,411,143j b) pay for debt service $204,927; c) encumbrancer 9784,461; and
d) other specified purposes $156,902.

CAPITAI, ASSETS

The Municipality's investmenr in capital assets for its governinental aciivities as ofJune 30,2011 amounted to
approximately $26,832,494 (nel of accumulated depreciation and related debO. This investment in capital assets
includes ,and, building, equipment, improvements, vehicl€s, infrastructure and conslruction in prosress.

The total increase in lhe Municipality's investment in capital assets was J.26%o as compared to the last fiscat year.
Actual expenditures to purchase or conslruct capital assets for the fiscal year ellded June 30, 201I were $3,343,092
while depreciation charges amounted to $1,086,322 for the fiscal year. The ending balance reported on capital assets
amounted lo $63,61I,720 by the end ofyear, with depreciation amounring to $21,802,131.



COMMONWf,ALTH OF PUERTO RICO, MUNICIPALITY OT ANASCO
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR f,NDED JUNf, 30,2011

Cost basis ofcspital assets and the accumulated depreciation:

Cost Brsfu of Accumulated
Capitnl Assets Deprecirtion

st Jun€ 30,2011 at June 30,201t

Land$6;72s,44o.00$-
Construction in progress 2,168,416
Land improvements 5,316,469 3,120,110
Building, structures and improvements 21,570,987 4,300,914
InfmstruclLrre 20,509,582 9,076.687
Machinery and equipment 2,657,'796 t.512,399
Licens€d v€hicles 4,663,030 1,791,961

Tolal !_63,61',7r0 -! ____2L!g?J!_L

- ECONOMIC TACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Municipality is a political legal entity with full legislative and admiflistrative pow€rs in every area of municipal

- govemment, with perpe.ual €xisr€nce and legal personality. The Municipal Govemmeni comprises the executive
and legislative branches. The Mayor exercises the executiv€ power and the Municipal Legislature, which is
composed of 12 members, excises the legislative power.

- As previously discussed in lhis report, the Municipality provides a full range ofservices to its community ir general.
The Municipality's principal sources of revenue are property taxes, municipal license taxes, contributions by lhe
state govemment, and Federal Grants.

The Municipality has a moderate industrial base, which includes faclories and industries, wholesalers, retail stores,
finarcial institutions, restaurants, among others. This industrial base has maintained almosl the same level during the

_ most recent years.

The Municipality's Original Budget for the fiscal year 2010 - 2011 increased by $1,286,513 as compared to the prior
fiscal year.

REQUEST TOR INFORMATION

The financial report is designed to provide our ciiizens, laxpayers, customers, investors and creditors with a general

- overview ofthe Municipalily's finances and to demonstmte the Municipality's accounlability. Ifyou have questions

about this report or need any additional information, contact the Department of Finance, Attn: Luis Ramirez

_ 
D6menech, at Box I ?3, Aiasco, Puerto Rico 006 I 0- I 73 or call (787) 826-3 I 00.

JLC
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COMMONWEALTH OF PUERTO R1CO - MUNICIPALITY OF AftASCO
STATEMENT OF N[,T ASSETS

JUNE 30,2011

ASSETS

Cash in cornrnercial banks

Account receivable, nel:

Prop€ny hxes

Sales taxes

Grants and contributions

Restricted assets:

Cash and cash equivalents

Cash and cash equivalents with fiscal agent

Capital assets:

Nor-depreciable

Depreciable, net of accumulated deprecialion of $21,802,131

Deferred charges, net of accumulated amodzation of $46,662

Covernmental

Activlties

$ 4s2,021

166,391

65,089

703,4t5

3.356.169

9,492,215

8,893,8s6

32,9t5,133

92.540

$ 56,738,089

26,241,359

Total assets

LIABILITIf,S AND NET ASSETS

LIABILITIES:
Accounts payable and accrued liabililies $ l,l0a,b83
Due to other agencies 10,314

Deferred revenues - Municipal license tax 1 ,672,036
Accrued interest 183,464

Non cunent liabilities:

Due within one year 2,039,026

Due after one year 19,t66,'776

Total liabilities

NET ASSf,TS:

Investinent in capital assets, net ofr€lated debt 26,832,494

Restricted for:

D€bt service zo4,9z7
Capital purposes 5y'11,143
Other specified purposes 94t,363

Unrestricted deficit (2,893,t97]t

Total net assets

Total liabilities and net assets

30,196,710

_q______:qJl-!!-!-L

See notes to th€ basic financial statements.
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COMMONWEALTH OF PUf,RTO RICO - MUNICIPALITY OF ANASCO
RECONCILIATION OF THE GOVERIYMtrNTAL TUND BALANCE SHf,ET

TO THE STATEMENT OF NET ASStrTS
FOR THO TISCAL YEAR f,NDED JUNE 30,20II

TOTAL FUND BALANCE. GOVERNMtrNTAL FUNDS $ 9,587,148

Amourts reported for govemmental activiti€s in the statement ofnei assets are different

. Capital assets, net used in govemmental activities are not current financial
resources and therefore are not reported in the govemmental tunds balanc€
sheet 41,809,589

. Deferred (unavailable) revenues in the govemmental tunds that are recognized
as revenues inthe statemenls ofaclivitics 919.126

. Debt issued by the Municipality has associated costs (debt issued costs) that
are paid from current available fiflancial resources in the gov€mmental funds.
However, these costs are deferred in the statement ofnet assers and reporred
net ofaccumulated d€preciation. 92,540

. Intergovernmental receivables r€lated to Cbristmas bonus thar are not
considered available financial resources at Iiscal yeaF€nd, rh€r€fore, are not
reponed in the govemm€ntal funds. 124,459

The following liabilities are not due (mature) in the cunent fiscal year, therefore are not
reported in the govemmental funds:

. Accrued employees' Christmas bonus (261,960)

. Intergovernmental payables (1,527,318)

. Bonds payable (16,50t,500)

. Accrued interest payable (16,802)

. Notes payable (227,324\

. Compensated absences (1,996,399)

. Solid waste landfill closure and post closure care cost (1.498.829)

NET ASSETS OF GOVERNMENTAL ACTIVITIES $-]O-496J]O

See notes to the basic financial stalements.
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COMMOIIWEALTII OF PUERI]O RICO. MUNICIPALITY OF AftASCO
STATEMENT OT REVENUES, EXPENDIIURES AND CIIANGES IN FUND BALAITCES . GOVERNMENTAL FUNDS

FORTBE NSCAT YEARENDED JUNE30, 2O1I

Fund Olher rundg

REI'ENUES:

Cosaruction excis.

Cne86 f0 swi6 and othe. @nkibulioG
Cmts 3od cdhibrrioB

EXP&NDITURISi

C6@l soveImat
Urb.n dd eonomic dftlopnedt

Helth ud Mitatiotr
Culrure, r@@tion and educalion
Public housif,s and welf.re

Total ep.ndir@

Excess (D.fici@cy) orrewnu$ ove.

Olhq fmncing souc€s (u6):
PrGeeds fiom issm@ of botub
Tr.ilfer-in ftom othq funds
T@sfq-oul to orher tunds

Tolal other Iinancing sotrc* (!se),.et

N€t change in tund balmcB

Fud bdd@ at b.simins of lis@l 
'er

Fud baldce at ad of fisl ,q.

2,809.683
1,788.414

183,976

1,037,268

r,520256
5,028y'14

109,802

1,066J65 S

128236
561,563

2.675,E86
t,9t'7 l2t,5t0

S 3,876,,148

1,788,414

181,976
1,365,504
2,081,819
7,704,300

233,229
439,499437.996 1,503

12,915,809 1,396,918 3,360,462 11,673,1E9

6.580,688
t.132,670

599,108

1,2t5,06E
2.094,352

884,341

tot29
225,018

38

230,532
I127,t68

223,000

t42,t5t

6.591,1l7
t,551,708

599,108
1,235,106

2,124.884
2,311.511

1,086,750

532,849

861,?50

390,698
84,261

S€e notes lo lhe basic financial stat mmts.

t2

3,258,831 3,343992

12,810,490 1,254J48 5,51?,187 19,582,125

105,319 142,470 (2.t56.125\ (1,908,936)

122,697
(217,376) 0,187) (121,510) (340,073)

216,t89 2,258,490 2,180,000

2,3E0,000 2.3E0,000
211,176 340.073

358,659 101,765 411.064

2963,402 t,3811',15 5571,207 q116,084

_!__3118' _!____!4!J14 J___jt12e72 _!______2t!lJ3!_
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OT ANASCO
Rf,CONCILIATION OF THE STATtrMENT OF REVENUES, f,XPENDITURES AND CHANGES
TN TUND BALANCES OF COVtrRNMENTAL FUNDS TO TIIE STATEMENT OF ACTIVTTIES

FOR THE FTSCAL YEAR trNDED JUNE 30,2OII

NET CHANGE IN FUND BALANCE. TOTAL GOVf,RNMENTAL FUNDS

Amounts reported for govemmental activities in the stalement of activities are different

The following adiustment recorded in the staiement ofaclivities are related lo revenues
that do not provide cunenl financial resources, therefore are deferred in the
govemmental tunds - Decrease in properry tax deferred revenu€s, Grants and
Contributions

Covernmental funds report capital outlays as expenditur€s. However, in the slatement
of activities the costs of those assets are allocated over their estimated useful lives as

amortization expense. This is the amounl by which capital outlays exceeded
depreciation and amonization expense

Repayment of principal of long lerm obligation is expenditure in the govemrnental
tunds but the repayment reduces lons term liabilities in the slatement ofnet assets

Cetuin adjustments on interest r€ported in the stat€ment ofactivit;es are nol consid€red
to allect cunent financial resources, therefore are not presented in the govemmental
tunds

The landfill closure and post closures care cost has b€en adjusted in accordance with
amortization schedule. This adjustm€nl does not alfeci expenditures in the
govemmental funds

Some revenues recorded in the statement ofactivities do not provide cunent financial
resources, therefore, they are not presented in the governmental tunds slatements.
This r€venue is measurable but not available at end of fiscal year

The debt issue costs are presenled as expenditures in govemmental funds, however, this
cost is allocated in the statement of aclivities over their repayment period as
amortization expense

some expenses reported in the statement ofactivities do noi require the use of current
financial resources, there€ore, are not reponed as expenditures in the statement of
governmental tunds Decrease \ Increase in Christmas bonus palable, compensaled
absences, intergovemmental payable and solid waste landfill cosls

Proceed lrom issuance ofbonds provide cun€nt financial resources on govemmental
tunds, but issuing such debts increase long-lerm liabilities in the stalement of net

CHANGf,S IN NET ASSETS OF GOVERNMENTAL ACTIVITIf,S

2,256,7',tO

1,143,88r

4',71,064

(32,984)

370,869

(48,349)

4.642

59,621

(3 r0,1l5)

(2.380.000)

s L5t5l99

See notes to ihe basic financial siatements.
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COMMONWEALTH OF PUtrRTO RICO - MUNICIPALITY OT AfIASCO
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THf, T$CAL YEAR ENDED JUNE 30,2OII

I. ORGANIZATION AND SUMMARY OF SICNItrICANT ACCOUNTINC POLICIES

orqanizalion

The Municiprlity of Anssco C'the Municipality") was conslitut€d on 1733 in the Commonwealth ofPueno
Rico (the Commonwealth). The Municipllty has tull legislative, fiscal and all other govemmental powe.s and
responsibilities expressly assigned by Public Act no. 8l of August 30, 1991, as amended,k\own as A tonoitolts
Municipalities Act of the Commonweahh of Pue o iico (the Act.). Th€ Municipality is one of seventy-eight
municipalities legally separated from the Commonweahh's govemment.

The Conunorwealth's Constitution provides for th€ s€paration of powers of the executive, legislative and
judicial branches of the Cornmonwealth and the mu.icipalities. However, the Municip.lity's govemmental
system consists of exerutive and legislalive branches only. A Mayor, elected every four years by the citizens,
exercises the executive power of the Municlpsllty. The legislative power of th€ Municipality is exercised by
the Municipal Legislature, whos€ members are also elected every four y€ars. The judiciary power is exercised
by the Geneml Justice Court Syslem oflhe Commonw$lth, which hasjurisdiction over ihe Municipality.

The Municipality assumes €ith€r panial o. tull responsibility lor providing services to ill cilizens related to
public housing, w€lfar€, public safety! health, sanitation, education, culture, recreation, education, urban
dev€lopment, economic development, and many other fiscal, gen€ral and administmtive services.

Reportinq model

The accompanying basic financial staleme s pr€sent the financial posirion and the resulrs ofoperations ofthe
Municipality as a whole, and its various govemmental funds as ofand for the fiscal year erded June 30, 2011,
in confomity with accountiog principles generally accepted in the United States of America ("GAAP"), as
applicable to govemmental units.

ln June 1999, the Governm€ntal Accounting Standards Board ("GASB") issued Statement No. 34: '?drrc
Financial Statenents - and Managene s Discussion and Analysis for State and Local Gowmme s ,
("GASB No. 34"). GASB No. 14, known as the Reporting Model, provides for the most significant change in
financial repo ng for state aM local govemments in over 20 y€ars and affects the way the Municlpcltty
prepares and presenls financjal informalion. The Siatement was adopted as ofJuly 1, 2001. In addition, lo this
Statement, GASB SratementNo.37 "Basi. Fi ancial Statements and Managene t's Discuision and Analysis
Jor Stote and Locql Governments: Onnibu: . and GASB Statement No. 38: "Cenain Finarcial Statenent Note
Disclosurcs" have been adopted and are reflecled in rh€se financial stat€meflts.

According to the financial reporting model established by GASB No. 34, the required basic financial statements
presentation applicable to th€ MuniciplliB is composed of the following elemenls: (l) govemmenrwide
financial sratements (CWFS), (2) sovemmental fufld financial staremenrs (GFFS), (3) notes to basic finan€ial
statements, and (4) required supplemenlary information (RSl). RSI consists of: (1) Manasement,s Discussion
and Analysis (MD&A), (2) budsetary comparison schedule s€neral tund and (3) budgetary comparison
schedule debt service tund. RSI is information presenled along with, but separate fiom, the Municipality,s
basic fi nancial statements.

MD&A is a narrative report thai inlroduces the accompanying basic financial statements and provides
an anal)4ical overview of the Municipality,s financial activities for the fiscal year ended June 30,
201l, based on the Municipality's knowledge of the transactions, events and conditions reflected in
the basic fitrancjal slatemenis. The MD&A also highlighls certain key fiscal policies that cortrol the
Municipality's operalions.

Budgetary comparison schedule gen€ral fund is a companion of rhe actual results (using rhe
budgetary basis of accounting, which diff€rs from GAAP) with rh€ original budeet and the final
amended budget for the general tund. A budget to CAAI reconciliation is presented providing
information ofdifferences b€twcen the budgetary basis ofaccounting and CAA?.
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COMMONWEALTH OF PUf,RTO RICO - MUNICIPALITY OT AfrASCO
NOTES TO THE BASIC FINANCIAL STATEMENTS

FOR THf, FISCAL YEAR ENDf,D JUNE 30,20I1

Reportinq entitv

The accompanying basic financial statemenh include alt departmenrs, agencies and municipat operational units
that are under the legal and adminislrative controt ofthe Mayor and whose financial res;urces are under rhe
legal custody and control ofthe Municiprtity,s Direcror ofFinance and Budget, as prescribed by A.t No. 81.

The Municipality's management has considered all porential component units (wherher govemmenlal, not-for-
profil or profiloriented) for which it may be financialty accountable and other legally aeparate organizalions
for which the nature and significance oflheir r€lationship with the Municipatity may be su;h that exctusion of
their basic firancial statemeflts from those ofthe Municipatity would cause the Municipality,s basic financial
statements to be misleading or incomplete.

As defined by GASB Statem€nl No. 14, rre &ndrciat Reporting Entity, as amended by CASB Statement No.
39, Detenhining Wethet Certain Organizations are Conponerr Unls, componena units are entities rhat are
legally sepamte organizations that should be included ir rhe Municipotity,s reponing entity because of rhe
significance of their operating offinancial relarionship wilh the Muntcipatity. By narure and significance ofthe
r€lationship beaween the entity and a primary govemment.

The Municipality's manag€ment has concluded that, based on the aforemenrioned criteria, there are no legally
separate entilies or organizalions that should be reporred as component unirs in rhe bas'c financial statem;s o1
the Municip.lity for the fiscal year ended June 30,2011.

Gov€mment-wide fi nancial siatements

The govemmental-wide financial statements (,,GWFS,,) are composed of rhe statement ofnet assets and, the
slalement of activiaies. Th€se financial statemenls report information of all govemmenral activities of th€
Municipollty as a whole. These statements are aimed at presenting a broad overview of the Municipality's
finances by repoaing ils financial position and r€sults of operations using methods thar are similar to those used
by most private businesses.

The focus ofGWFS is on the opemtional accountability of the Municiprtity as a single economic unit and nor
on compliance with budgets, regulatory requirements or on the use of available or currently expendable
financial resources (referred to as fiscal accountability). Opemtional accountability is the Municipllity,s
responsibili.y to report to th€ extent to which it has met its operaring objeclives efficiently and effectively, using
all r$ources available for that purpose. lt locuses on the Municipslty,s principal operaring objective, which is
10 provide services to its citizens.

The accompanying statement of net assets provides short{erm and longierm information about the
Municipality's firancial position by presenling all of the Municipatiry,s assets and liabilities, wirh the
difference between these two items reported as "net assets" (equity) andTor accumulared deficit. This sratement
assists management in assessing the level of services thar can be provided by the Munlcipality in rhe future and
its ability to m€€t ils oblagations as they becorne due. In addirion, this statemenl reports the extent to which the
Municiprlity has invesled incapilal assets and discloses legal and con.ractual restrictions on resources.

Net assels ar€ reported in the acconpanying starement ofnet assets wirhin the foUowing tkee categories:

Invested in capital assers, oet of relared debl these consist of capital assets, net of accumulated
depreciation and amonization and, reduced by the ourstanding debts thar are atlributable to the
acquisitioo, construcaion or improvement of those assets.

Restricted net asseb - these .esu,t when conskaints plac€d on net assets use are either extemally
imposed by grantols, contributors, laws or regulations of olher governmenrs or imposed by ]aw ttuoug!
constilulional provisions or enabling legislation.
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COMMONWEALTH OF PUERTO RICO - MUNICIPALITY OT ANASCO
NOTES TO THf, BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDf,D JUNE 30,2OI1

The Municipalily has reported the following tlpes of r€stricted net ass€ts ir the ac€ompanying

stalement of net assets:

- Debt service - Represents ret resources available to cover future debt sei'i'ice payments ofbonds

and notes payable.

- Capital projects - Represent net resources available to finance the acquisition, construction or
improvement of major capital assets under contracls and other commitments.

- Other specified purposes - Represent nei resources available from cenain federal and state grants,

which have been set asidc to carry out sev€ral programs

- Unrestricted net assets - these consist of net assets, which do not meet lhe definition of the two
preceding calegories. Unrestricted nei assets often are designated to indicaie that management does not

consider then to be available for general operstions. Unrestricled net assets ofien have constraints on

resources that are imposed by maoagemeflt, but can be removed or modified

When both restricted and uffeslricted resources are available for use, it is the Municlprlitv's policv to

generally use restricted resources first, and then unrestricted resources as they are needed

The accompanying statement of ac.ivities presents the Municipslity's results of operalions by showing, how

the Munlcipality's net assets or liabilities changed during th€ fiscal year ended June 30,2011, using a n€t

(expense) rev€nue format. This stat€m€nt preseflts the cosl of€ach functior/progmm as well as the extent to

which each ofthe Municipality's tunctions, programs or other servic€s either contributes to or draws from the

Municiprlity's general revenues (such as property taxes, municipal license taxes, constructior excise taxes,

etc).

A tunction/program describes a group olactivities that are aimed at accomplishing a major service or regulatorv

responsibility. The functions/programs reported in the accompanying basic financial statemenls are: (1) general

government, (2) urban and economic deve,opnent, (3) public safety, (4) heal.h and sanitation, (5) culture,

recreation and education and (6) public housins and welfare. The governmental operations of the Municipalitv's
departments and operational units are classified within the following functiorvprograms in the accompanving

basic fi nancial statemerts:

General qovemment:

- Municipallegislature
- Mayor's olfice
- Department of finance and budget
- Depanment ofhuman resources
- D€partrnent of municipal secretary

- Depa.ment ofinternal audit

Urban and economic development:
- Depanment ofpublic works
- Department oftourism

Public safetv:
- Depaimert ofmunicipal police
- Departmentof€mergensymamgement

Health and sanitation:
- Department ofhealtl
- Department of sanitation
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COMMONWf,ALTH OF PUERTO RICO - MUNICIPALITY OT ANASCO
NOTES TO THE BASIC FINANCIAL STATf,Mf,NTS

FOR THf, NISCAL YEAR ENDED JUNE 30.2OI I

Culture. recreation and education
- Department ofrecreation and sports

Public housinq and welfarei
' Department ofelderly affaires
- Department olfederal programs

The statement ofactivities demonstrates the degre€ to which program revenues offset dir€cl expenses ola given
tunctior/progmm or segments. Direct expenses are those thar are ctearly identifiable \rilh a specific function,
segment or operational unit. This statement reports revenues in three broad caregories; pro8ram revenues,
geneml revenues and special items.

Program revenues ar€ generated d;recily from a program itself or may come from parties ourside the
Municiprlity's raxpayers or citizens. In the stalement of activiri€s, program .evenues reduce the costs
(expemes) ofthe tunctior/program to anive at; the net cost ofthe functiodprogram that must be financed from
the Municipslity's general revenues or, lhe n€t program revenue ihat contributes to the Munictp.lity's general
revenues. The accompanying statement of activities separately reports the following categories of program

- Charges for services These revenues generally consist of exchange or exchangelike rransactions
involving charges to customers or applicants who purchase, Lrse or directly benefit from the goods,
services or privileges provided, or are orherwise directly affecled by the services. Also, inctude fees
charg€d for specific services, charges for licenses and permits, and fines and forfeilures, among others.

- Progam-specific operating and capital grants and cortributions These revenues consist of
tmnsaclions that are eith€r mandatory or voiuniary non-exchange iransactions with other governments,
organizations, or individuals that restrict rh€ resources for use in a particutar program. Operating grants
and contributions consist of resources ihat are requir€d ro be used to finance the cosrs of operating a
specific program or can be used either for operating or capiral purposes ofa specitic program. Capitat
gmnts and contributions consist of revenues or resources that are restricted for capital purposes to
purchase, construct or renovate capital assets associated with a specific program. Resticted operati.g
and capilal grants and contributiofls ar€ progmm revenues because they are specifically aatriburable to a
progmm and reduce the net expense of that program to the Municiprlity. They are reported net of
estimated uncollectible amounls.

General revenues are the default category for revenues. It includes all revenues and gains that do not meet the
definition of program revenues. Property, municipal license and construction €xcise raxes are reported as
general rev€nues. AII other nontax revenues (including unreslricted interesr on deposits, grants and
contributions not restricted for specific programs and miscellaneous revenues) rhar do not meet the definition of
program revenues are classified as general revenues. Resources thar are dedicated intemauy by th€
Municipality are reported as geneml r€venues rather than as program revenues. All geneml revenu€s are
reporled net of estimated uncoll€clible amounls, which are recorded as reduction of revenues mther than as

The general government tunctiofl/program reported in rhe accompanying statement of activities includes
expenses ahat are, in esseflce, indirect or costs of other functionyprograms of the Municipstity. Even though
some of these costs have been charged to certain tunds in the governmental funds financial statements as
indirect cost allocations permitted under some federal programs, the Municipality has reported these indirect
costs as direct expenses ofthe general govemment tunction. Accordingly, the Municiprlity generally does not
allocate general govemment (indirect) costs to olher tunctions

The efects ofall inter-tund goverflm€ntal activities (r€venues, expenditures and other financing sources/uses
among govemmental funds) have been removed lrom the accompanying statements of ner asseis and activities.
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COMMONWEALTH OF PUtrRTO RICO - MUNICIPALITY OF AfrASCO
NOTES TO THE BASIC IINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30,2O1I

The Municipality classifies all ofits aclivilies as governmental activilies in the accompanying GWFS. These

are activities generally financed th-rough ta{es, intergovemmental revenues and other non-exchange revenues

ahat can be used to suppod the Municipality's programs or seffices. These govemmenlal aclivities are also
generally reponed in the govemmental funds financial siatemenls.

The Municiprlity has no fiduciary activilies, which are those in which it would be holding or nanaging net
assets for specific individuals or other extemal parties in accordanc€ with trust agreements or other custodial
arrangements. ln addition, the Municipality has no operations or activities that are financed and operated in a
manner similar to private busin€ss enterprises, where the costs ofproviding goods or services to lhe general

public (expenses, including depreciatiotr) is financed primarily through user charges; or where the goveming
body has decided lhat periodic determination of revenues eamed, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accounlability, or other purposes.

Govemmental fund financial statements

A tund is a fiscal and accounting entity consisting of a self-balancing set of accounts used to r€cord assets,

liabilities and residual equities, deficits or balarc€s, and changes therein, which are segregated for the purpos€

ol carrying on specific activiiies or atlaining certain obj€ctives in accordance with GAAP and/or special
regulations, restriclions or limitations.

The accompanying govemmental fund financial stalements ("GFFS ") are composed oi the balance sheet -

goverrunental funds, and, lhe statement ofrevenues, expenditures and chaflges in fund balances - governmental
tunds.

These financial statements report the financial position and results operations of the Municiptlity'B
govemmental funds by presenting sources, uses and balances of current financial resources. Some of these

financial statements have a budgetary orienlation and focus primarily on; th€ Muntcipolity's major
govemmental tunds, as defined below, the fiscal accountabilily and, the individual parts ofthe Munlcipality's
govemment. Fiscal accountability represents the Municipality's responsibility to justify that its actions in the
cur€nt fiscal year have complied wilh public decisions conceming ihe raising and spending ofpublic moneys in
the short.erm (generally one fiscal year).

The accompanying GFFS s€gregale govemmental funds according to their intended purpose and are used in
demonstrating compliance with l€gal, financial and contractual provisions. The minimum number of
govemmental tunds is maintained consistent with legal and self-imposed manBgerial requirements established
by the Municipallty. For financial reporting purposes, the Municiprlity reports its govemmental funds within
the following categoies:

- General tund - The geneml tund is the Municipality's main operaling fund and a major govemmental
fund, as defined below, used to account for all financial rcsources and govemmental activiries, excepr
for financial resources requir€d lo be accounted for in anolher fund. lt is presumed that the
Municipality's governmenial activili€s have been reported in the general fund except for transactions
for which one of the follor"ing compelling reasons has requned the use of another tund; Iegal
requirements, GAAP requirements or, the demands of souDd financial administration requiring lhe use
of a governmental fund other than the general tund.

- Special revenue tutrds - Thc special revenue funds are non-major sovemmentai funds, as defined
below, used by the Municip$lity to account for revenues d€rived from gran s, contributions or other
revenue sources that are either self-restricted by th€ Municiprlity or legally restricted by outside
parties for use in specific purposes (except for revenues that are earmarked lor expenditu.es in major
capilal projecls which are accounled for in the capital proje.t tunds). The uses and limitations ofeach
special revenue fund are specified by municipal ordinances or federal and state statutes.
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COMMONWtrALTH O8 PUf,RTO RICO. MUNICIPALITY OF AfrASCO
NOTES TO THE BASIC FINANCTAL STATEMENTS

FOR THE FISCAL YEAR trNDf,D JUNf, 30.2OII

However, resources restricted to expenditure for purposes normatly financed from the general tund are
reponed in th€ Municipality,s general fund provided that all applicable legat requirements are
appropriately satisfied. In this case, a special revenue fund to accounl for such kind oftransactions will
be used onlyiflegally mandated.

- Debt service fund - The debt service tund is a major govemmenrat firnd, as defin€d below, used by the
Muriciprlity to accounl for the accumulation of resources for, and the payment of, pdncipal and
interest for; bonds payable for which debt se.vice payments are legally mandat€d to be accounred for in
a debt service tund and/or, bonds payable or any general long-term debt for which the Municipality is
being accumulatiflg financial resources in advanc€ to pay principal and interest paym€nts maturing in
future years. Principal and accrued interest due on July I ofthe following fiscal year related to long-
term debt for which debt service payments are accounted for in the debt service fund are recorded as
debt service fund's liabilities at June 30, ifresources are available ar June 30 for its payment.

Geneml long{erm debts for which debt service paymenls do not involve ihe advance accumulation of
resources (such as obligalions under capital leases, compensaled absences, claims andjudgments, and
notes payable, among others) are accounled for the accompanying sralement of net assets. The debt
service payments ofsuch debts are genemlly accounted for as debt service principal and debr service
- interest expenditures in the general firnd, except for cenain noles payable to HUD, which are
accounied for in the HUD Section 108 capital proj€cr fund.

- Capital proiects ftnds - Capital projects funds are non,major govemmental funds, as defined below,
used ao account for the financial r€sources used for the acquisirion, construction or improvement of
major capilal facilities and other assets. Significant capilal outlays financed from proc€eds of general
obligation, public improvement or special obligalion bonds accounted for also in the capital projects
tunds.

The use of lhe capnal projecls tunds has been reseryed only for major capiral acquisirions, conslructior
or improvement activities that would distort financial resources rrend data if not reponed separately
from olher of the Municlpality's operating activities. The muline purchases of minor fixed assers
(such as tumiture, office equipment, vehicles and other minor capital assets or improvements) have
been reported in the govemmental tund from which financial resources were used for the payment.

The focus of the GFFS is on major govemmental fu.ds, which generally represent the Municipallty's most
important funds. Accordingly, the Municipallty is requir€d to segregate govemmental tunds betweer major
and non-major categories within lhe GFFS. Major individual govemmental funds are reponed individuauy as
separaie columns in the GFFS, while data from all non-major govemmental funds are aggregared inio a single
column, regardless of fund type.

By definition, the Municipality's general fund is always considered a major govemmentai fund for financial
repo(ing purposes. In addition, any other govemmental tund is reported as a major govemrnental fund in the
GFFS ifits tolal assets, liabilities, revenues or expenditures are at least 10 percenl ofthe correspondiflg element
tolal (assets, liabilities, rev€nues or expenditure, for all govemmental funds. For rhe purposes ofapplying the
aforementioned major tund criteria, no eliminations ofinrer-Iund balances have been made. Toral revenues for
these purposes means all revenues, including operaling and non-operating revenues (net of allowances for
uncollectible accounts), excepa for oth€r financing sources. Total expendilures for th€se pur?oses mean all
expenditures, including operating and non-operating expenditures, except for oth€r financiflg uses.

Based on the afor€mentioned criteria, the Monlcipality's ma.ior govemm€ntal fuflds repo(ed in rhe
accompanying GFFS are; general tund, debt service fund and, other govemmental funds.
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The accompanying GFFS are integrated by other statements and schedules r€quired bv GAA?; schedule of
revenues a;d expe;ditures - budget and actual budgetary basis general fund, reconciliation of the balance

sheet govemmertal firnds to the statement of flet assets, and, reconciliation of the statement of revenues'

expendiires and changes in fund balanc€s gov€mmental funds to the statement ofactivities.

Measurement focus. basis ofaccountine and finarcial statements Dresentation

The accompanying GWFS are prepared using the economic resources measurement focus and the accrual basis

of accounling. Subject to the additional rules and limitations delailed below, revenues (including interesl on

deposits and investments) are generally recorded when eamed and expenses are generallv re'o'ded when a

liability is incurred, regardless ofthe timingofrelated cash flows.

AII revenues, expenses, gains, losses, ass€ts and liabilities resulling from exchange and exchangelike

transactions are g;nerally recorded when the exchange takes place. In exchaflg€ tmnsactions, each panv to the

tansaction receives and givcs up essentially equal values. An exchangeJike tansaction is one in which there is

an idenlifiablc exchange aod the values exchanged, though related, may not b€ quite equal. Nevertheless, the

exchange characieristics of the exchange-like transaction ar€ strong enough to justiry treating it as an exchange

for a;ounting purposes (examples include fees for licenses and permils, charges for services' and

misellmeous revenues. which are recorded as rev€nues when collecled because thev are genemllv not

measurable until acrually receivcd).

All revenues, expenses, gains, losses and ass€ts resulting from non-€xchange transactions are recorded using the

criteria set forth by GASB Statement No. 33, Accounting and Financial Reportins Ior Non-achange
Trarradrirrr (GASB No. 33). CASB No. 33 €stablished accounting and reporling slandards for non-exchange

transactions involving cash and financial or capital resources (for example, most lar.es, grads and private

donations). In a non-exchange transaction, the Municiprlity gives (or receiv€s) value without directlv receiving

(or giving) equal value in retum. This is different from an exchange tmnsaction, in which each partv receives

and gives up essentially equal values. According lo GASB No. 33, the Municipslity groups its non-exchange

tmnsaclions into the following four classe,e in the accompanying basic finaflcial statements: (a) derived tax

revenues, (b) imposed non-exchange revenues, (c) governm€nr mandated non-exchange transactions, and (d)

voluntary non-excharge iransactions

In the case of derived tax revenue transactions, which result from assessments th€ Municipality places on

exchange transactions, receivabtes alld revenues are recorded when the underlying exchange has occuned (that

generally is when the taxpay€rs' net sal€s or revenues subject to lax take place)

In the case of imposed non-€xchange revenue transactions (such as propety taxes and municipal license taxes),

which result from assessments made by th€ Municipality oo non-govemmental entities, including individuals,
other than Bssessm€nls on exchange transactions, receivables are generally recorded in the period when an

enforceable legal claim has arisen. Propeny taxes and municipal license are generally recorded as revenues (net

of amounls considered not collectible) ifl the fiscal year when r€sources are required to be used or the first fiscal

year that the use ofthe resources is permitted.

Covemment-mandated non'exchange transactions (such as gants and contribution, result when a government

at one level (such as the federal or slate gov€rnment) provides resources to lh€ Municipality and th€ provider

government requires the Municipality to use those resouces for a specific purpose or purposes established in
the provider's enabling legislation. lo these type of tmnsactions, receivables and revenues are generally
recorded when all eligibility requirements impos€d by the provider hale b€en met. For the najorily ofgrants,
the Municipality must expend resources or the specific purpose or project before the provider reimburses anv

amounts. Revenue is, ther€fore, gen€mlly recognized as qualifying reimbursable expenditures are ircun€d.
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Voluntary non-exchange transactions (such as donations and ceriain grants and en itlements) resull from
legislative or contractual agreements, other than exchanges, willingly entered inio by two or more parties. In
these tlpes of transaclioos, receivables and revenues are generally accounted for in the same manner as
govemment-mandated non-exchange tBnsactions discussed above. Events that are neiih€r exchange nor non-
exchange transactions are recorded when it is probable rhat a loss has b€en incuned and th€ amoud ofloss is
reasonably estimable.

Receipts ofany t)?e of revenue sources collected in advance for use in the following fiscal year are recorded as

According to GASB No. 34, all general capital assets and the long-term liabilities are recorded only in the
accompanying statement of net assets. The measurement focus and the basis of accounting used in the
accompanying GWFS difter significantly from ihe measuremenl focus and basis of accounting used in th€
preparation ofthe accompanying GFFS. Therefore, th€ accompanying GFFS include reconcilialions, as deiailed
in the accompanying table ofcontents, to better identify lhe relalionship belween the CWFS and the GFFS.

The accompanying GFFS are reported using the cun€nt finarcial resources measurement focus (flow ofcurrent
financial resources) afld the modified accrual basis ofaccounting. Accordingly, the accompanying statemeni of
rcvenuesr expendilures and changes in fulld balances govemmefltal funds, reports changes in the amount of
financial resources available in the near fulure as a result oftransactions and €vents ofthe fiscal year reponed.
Therefore, rcvenues are generally recognized as soon as ihey ar€ both measurable and available. R€venu€s are
considered to be available when th€y are collectible within the cunent fiscal year or soon enough thereafler to
pay liabilities ofthe curr€nt fiscal y€ar. For this pur?ose, the Municipillry generally considers most revenues
to be avajlable if collected within 90 days after June 30, 2011, except for property laxes for which the
availability period is 60 days. Revenue sources not meeting this availability criterion or collected in advance are
recorded as defeffed revenues at June 30, 20 I L

Th€ principal revenue sources considered susceptible to accrual include prop€rty laxes, rnunicipal license taxes,
intergovemmenlal granls and contributions, inlerest on deposits, and charges for services. These principal
revenue sources meet both measurability and availability criteria in the accompanying CFFS, except for
amounts recorded as defered rcvenues,

In a manner similar to the GWFS, but subject to and limited by the flvailability criteria discussed above, all
revenues! expenses, gains, losses, assets and liabilities resulling from exchange and exchangelike transactions
are also generally recorded when the exchange takes place. Accordingly, fees for licenses and permits, charges
for services and miscellaneous rcvenues are recorded as revenues when collected because they are generally not
measurable until actually received.

All revenues, expens€s, gains, losses and assets resulting from non-exchang€ lransactions are record€d in a
similar manner to the CWFS, using the previously discussed criteria set fonh by GASB No. 33 for non-
exchange transactions, but subject to and limited by the availability criteria discussed above. Accordingly,
property tax and municipal license tax receivables ar€ also generally recorded in fie fiscal year when an
enforceable legal clairn has arisen while prop€ny lax and municipal license lax revenues (net of amounts
coNidered aoi collectible) are also generally recorded in the fiscal year when resources are required lo be used

orthe first fiscal year that the use ofth6resources is permitled.

Receivables and revenues from fed€ral and slate grants and contribulions, donalions and entitlem€nts are also
generally recorded when all eligibility requirements imposed by the provider have been met (generally, as
quali$,ing reimbursable expendirures are incuned for expenditur€-driven granis).

Interest income is recorded when eamed only ifcollected within 90 days after year-end since ihese revenues are
corsidered bolh measurable and available at June 30,2011.
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As previously discussed, th€ Mutricipality adopted the provisions ofGASB lnterpretation No. 6, R?.ogrilir,
and Measurcnetu of Cenain Liabilities and Eryenditures in Go'ernmentdl Fund Financial Stutenenb (AASB
No. 6), which modifies the recognition criteria for certain expendilures and liabilities repoted under the

modified accrual basis of accounting and clarifies a number of situations in which the Municlp8llty should
distinguish between govemmenhl fund liabilities and general long{erm liabilities.

Pusuant to Lhe provisions of GASB No. 6, expenditures and related liabililies are generally recorded in the

accompanying GFFS in the accounting period in which the liability is incurred, as und€r the accrual basis of
accountins, but only to the extent that they ar€ nomally expecl€d 1o be liquidated with €xpendable financial

Modifications 10 the accrual basis ofaccounting in accordance with GASB No. 6 include:

- Employees' accumulated vacatioq sick leave and compensatory time (compensated absences) is
rccorded as expeflditure when consumed. Th€ amount ofthe unpaid compensat€d absences has been

reponed only in the accompanying statemenrs ofnet assers.

- Principal and interest on bonds and noles payable are r€€orded when they mature (when payment is
due), except forprincipal and interest ofbonds due on July I which are recorded as govemm€ntal fund
liabilities at June 30 which is the date when resources were available in the debt service tund.

- Oblisations under capital leases, compensated absences, and the reserve for f€deral cost disallowance
are recorded only when they nature (when payment is due).

- Certain accounts payable, intergoverflmental payables a other accrued liabilities not due and payable
or not normally exp€cted to b€ liquidated in full and in a timely maflner with available and expendable

financial resources, are recorded in the accompanying statement of net assets. Such liabilities are

recorded in the govemmental funds wh€n Ih€y mature.

- Validated purchase orders and contmcls are r€corded as a reservalion offund balance ir the GFFS.

Liabilities oulside lhe bounds ofthese exceptions or modifications are reponed as governmental fund liabilities
when incuned (including salaries, professional services, supplies, utilities, etc.) since these liabilities normally
are paid in a timely manner and full from cunent financial resources.

The measurement focus of the GFFS is on d€cr€ases of net financial resources (expenditures) rather than
expenses. Most expenditures are measurable and are recorded wh€n the relal€d govemmental fund liability is
incuned. Allocation of costs, such as depreciation and amodzation, are recorded in the accompanying
statement ofaclivities. but are not recorded in the accompanyins GFFS.

Under the fiancial r€poning rnodel established by GASB No. 34, all general capital assets and unmatured long-
term liabilities (determined using the modified accrual basis ofaccounling) are no longer reported in account
groups within the goveromental fund balance sheet but are incorporated into the accompaying state of net

Stewardship. compliance and accountabilitv

Budg€tarY control

According to the Autonomous Municipalities Act of the Commonwealth ol Puerto Rico, the Mayor and its
Administrative Cabinet prepare each fiscal year an annual budget for the Muniripality's general fund and d€bt
service tund. Such legally adopted budgel is based on expected expend;tures by program and eslimated
resources by source for both funds.
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The an.ual budgel is developed using elements of p€rformance-based program budgeting and zero-based
budgeting, and includes ar estimate of revenues and other resources for thJ er'.";rg n""ir y"i. rra". f"*" 

"raregulations exisling ar ihe time the budget is prepared. '

The Mayor mus. lubmit an annual budg€tary resolulion projecl (the projeci) to the Commisioner ofMunicipat
Afiairs ofPuenoRico (the Commissioner) and the Muni"ipl frgi"fut*" no futer than each May l0 and May
15,. respectivelv The commissioner preriminary verifies thit the 

-project 
complies with aI the appricable raws

and regulations and may provide commenrs and suggestions to rtre l.layor on or before each June 13.

The Municipal.Legislature has I0 business days up to no later rhat June 13 to discuss and approve the project
with modifications. Th€ Municipal Legislature may amend lhe budger submitred by the triayor but miy'not
increase arv items so far ro cause a deficir without imposing taxes or identifoing oitrer sourc'es or revenue to
cover such deficit Afier the Municipal I-egislarure modifies and pretiminarily app;v€ rhe project, the modified
project is sent back to the Mayor for his approvat or r€j ection wiihin 6 days. '-

The Mayor may decrease or €liminate any line item bur may nor increase or inserl anv new tin€ ilem in the
budget. The,Mayor may also vero the budget in its entirety and rerum it lo the Municr;l Lesislature with his
objections. Ifthe projecr is rejecred by rhe Mayor, th€ Municipar Legislalure will have;p to idays to adopt or
rejec( ihe reconmendations or objecrions ofrhe Mayor. The approved project is senr again to the Mayor, which
then would have 3 days to sign and approve it.

Ifa budget is nor adopted prior to the €nd ofthe deadlines referred to above, the annual budg€r for rhe preceding
fiscal year, as approved by the Legistature and the Mayor, is automatjcaly renewed for thiensuing fiscal yeai
until. rhe Munropal Legislature and ihe Mayor approve a new budget. This permits the Municipality to
conunue maKng paym€nls tor rts opemtions and other purposes until rhe new budget is approved.

The annual budget may be updated for any estimate revisions as well as year_end encumbrances and may
include any additioflal information requested by the Municipal Legislaiure. The Mayor may requesr
subsequent amendments to the approved budget, which is sibject to the approval ofthe Mun;ipat Legislature

For day to day managemert control, expenditur€s plus encumbmnces may nor exceed budaeted amounts at lhe
expendilure-type level ofeach cost cenier (actility within a program wiihin a tund1. The-Mayor:nay transfer
unencumbered apjropriations wrihin programs within funds. Appropriarion control is by piogram within a
tund. The MunicipalL€gislature may transferamounrs among progmms withinanrl between iunas.

The legal level ofbudgetary control (i.e., ihe level at whi€h expenditures may not legally exceed appropriation)
is at the functionvprogram tevel (senerar sovemment, urban and economic ie"elop;e;t, public ;feti, health
and sanitation, cuiture, recreation and educarion, and public housing and welfare) wiihin a tund.

under the laws and regulations of rhe commonwealth, rhe appropriations made for anv fiscar vear shalr not
exceed rhe ro.ul rerenue incruding avairabre s,rpru.. esrimaGd ror said fiscar year uniess rhe imposirion of
laxes suflcieDt 10 coversaid appropriations is provided.

Budgetary rccounting

Th€ Munlcipality's annual budgets are prepared using lhe budgetary (srarutory) basis of accounling, which is
not in accordance with GAA?.

According to lhe budgetary basis of accounring, r€venue is generauy r€corded when cash is received. Shon_
term and long-t€rm borowings may be used to finance budgetary excess ofexpendirures over revenues.
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ThcMunicipalityusesencumbranceaccountingtorecordlhefullamountofpurchaseorders,contraclsand
other commiimenrs of appropriated resourc€s as deductions fmm the appropriarion prior to acrual expenditure.

ln the govemmental fund;, encumbrance accounting is a significant aspect of budgetary control Accordinglv,

expendirures are generally recorded when rhe related expendiiure is incurred or enclmbefed. Availabte

appropriations unJ 
"r"u.Utrr""" 

are eslablished to Iapse one fiscal year after the end of the fiscal year'

A;o; s requned 10 settle claims andjudgments against the Municipalitv' and cenain other liabilities, are not

recognized ; il they are encr.rmbered or ottrerwise processed for pavment. Unencumbered appropriations and

"*.rlurun""" 
lapse at fiscal year-end- other appropriations, mainlv capital projects appropriations' are

continuing accounts for wh;ch the Municipal Legislature has authorized that an unspent balance Fom the prior

year be carried forward and made available for cunent spending.

The accompanying statement ofrevenues and expenditures - budget and actual - budgetary tasis - general fund,

provides iiformaion aboui the general tund's original budget, its amendments, and the actual results of
'operations of such govemmental tund under the budgetary basis ofaccounting for the fiscal year ended June 30'

zbtt. fr.tt ". 
a"tuitr of the Municip.lily's budgetarv control at the legal level mav be oblained from the

budgetary liquidation report for the fiscal year ended June 10, 2011, which is prepared bv th€ Municipllitv's
O"p"u.t."n of rinur"e ind Budget. Copies of that report mav b€ obtained bv writing to the Municlptlitv's
Director of Finance and Budget.

Accounting principles applicd for purposes of developing dala on a budgetary basis difTer significan v liom

tnse useito presint thi govemrnintal fund financial statements in conformitv with GAAP' Accordinglv, the

accompanying budgetary iornparison schedule is accompanied by a reconciliation olthe differences belween

the budgetary basis and GAAP ac(ual amounts

The Municiprlity does not legally adopt budgets for the state legislarive joinl resolutions capital tund The

financial resourcis received by these funds are not subject to budgeting bv the Municipslitv since the

resources received each year from the respective grantors varies from y€ar to year, and lhe respective amounts

are eranted at lheir discretion

Unrestricled and restrict€d deposits

The Muntclpality'B deposits are composed of; demand deposits in commercial banlG, demand deposits in the

Covemmentbevilopmint Bank for Puerlo Rico (GDB, fiscal agent) and, Municipal Revenue Collecrion Center

("CRIM", by its Spanish acronyms) a goverflmental entitv responsible for the imposition and collection of
property taxes on behalf of all municipalities of Puerto Rico.

The Municipality follows the practice ofpooling cash. The balance in the pooled cash account is available to

meet currcni operating r€quirem€nts. Under the taws and regulations of the Common*ealth, public funds

deposited by th; Municipslity in conmercial banks must be fullv collateralized for the amounts deposited in

excess of the federal depository insuraoce generally provided bv the Federal Deposits Insumnce Corporalion

(FDIC). All securities piedged as collateral are held by agents designat€d bv the Commonwealth's Secretary of
the Treasury, but not in the Municipnlity's name.

Cash in fiscal agenl in lhe debt service funds consists principallv of propertv and sales tax collections

amounting to $2,134,520 which are restricted for lhe payment of (he Munlcipalitv's debt service, as required

by law. C;h in fiscal agent recorded in the non-major govemmental tunds amounting to $6,757,755 which is

restricted for; the acquiiition, construction or irnprovements of najor capilal assets and, the operations of
federal and state tunded prograns.

Restricted cash in comme.cial banlG for other gov€rnmental funds, amounting to $1,599,?54, are restricted to

finance the acquisition, construction and improvement of major capital assets.
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Unreskicted and reslricted accounls and notes receivable

In the accompanying GWFS, receivables consist ofall revenues earned but not collected at June 30,2011.
Major receivable balances for the govemmental activities include municipal license taxes, property taxes and
intergovemmental receivables.

Tax receivables in the general fund represent uncollected property taxes and muni€ipal license laxes. Restricted
tax receivables in the debt service tund consist of uncoll€cted propedy taxes, which are resrdcred for the
payment ofthe Munlcipallty's debt service, as esrablished by law.

Intergovernmental receivables are mainly composed of: amounG owed lo the Municip.lity for reimbursement
of expenditures incurred pursuant to state and federally funded programs (recorded in the general tund,special
revenue tund and capilal project tunds).

These accounts receivables are stated nel of estimated allowances for uncollectible accounts. which are
determined, based upon past colleclion experience! historical tr€nds, current economic conditions and the
periodic aging of accounts receivable.

Activities between tun& that are representative of lendingibonowing arrangements outstanding at the end of
the fiscal year ar€ refened to a.s either "due to/from other funds" (i.e. the current portion of intertund loans) or
'hdvan€es lo/from other tunds" (i.e., the non-cunent portion of interfund loans). Ail orher outsrading balances
between funds are reported as "due to/from olher funds." Advances between funds, as r€ported in lhe GFFS,
are offset by a fund balance reserve account in applicable govemmenlal funds to indicate that they are not
available for appropriation and are not expendable available financial resources.

Defened charqes

Deferred charges capitalized in th€ accompanying stat€ment ofnet asseh consist ofbond issuance costs, net of
accumulated amortization. Defered charges are amoriized over the term ofthe related debt using the straigh!
line method. In the GFFS, bond issuance costs are recognized in rhe current period as expenditures, whether or
not withheld from the aclual debt proceeds received.

Capital assets

Capital assets used in govemmental activities includ€ land and land improvements, buildings, structures and
building improvernents, machinery and equipm€ , furniture and Iixtures, Iicensed vehicles, construction in
progress! and infrastructure. These assets ar€ capitalized and reported in the accompanying statement of net
assets. Inlrastructure assets are genemlly starionary in nature and include roads, bridges, streers and sidewalks,
drainage systems and other similar assels.

For financial reponing purposes, th€ Municipality defines capital assets as ass€ts with an individual cost oa
$500 or more at the date ofacquisi.ion, conslruction or improvement, and with useful lives extending beyond
one year. All assets with individual costs under $500 or with useful lives not exceeding one year are charged
directly to expense in the govemment,wide statement ofactivities. In the govemmental funds, all capital assels
are recorded as capital outlays (expendilures).

In the statement of net asseis, all capital arsets are recorded at cost or estimated historical cost ifactual cost was
unavailable, except for donated capital asseh, which are recorded at their estimated fair value ar lhe date of
domtion.
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Estimated historical costs based on deflat€d current costs were used to value a significant portion of the
infmstruclure consiructed or acquired prior to June 30, 2002 and cerlain lands, buildings, structures and building
improvements. The metlod used to deflate the current costs with an approximate pice index was used only in
the case of certain items for which the historical cost documenlation was nol available. Actual historical costs
were used to value lhe infrastructure acquired or constructed after June 30, 2003 as well a!, construction in
progress, machinery and equipmenl and licensed vehicles acquired prior or after such date.

Major outlays for capilal assets and improvements are capitalized in the statement of net assets as proj€cts are
constructed. The costs ofnormal maintenance and repairs that do not add value to the asset or materially ext€nd
capital asset liv€s arc not capitalized.

Depreciation and amortization expense is recorded only in the government-wide statement of activities.
However, lhere is no dQreciation or amortization recorded for land and construction in progress. Depreciable
capiial alsets are generally depreciated or amortized over their estimated useful lives under the straight lifle
method, except for machinery and equipment hejd under capital leases which is depreciated over the shoner of -
ils estimated usetul life or the lease lerm.

The estimated usetul lives ofmajor capital asset categories are:

Yerrs

Land improvements 20 -
Buildings, structures and building improvemenls 30 to 50
Infrastructure 20 to 50
Licensed vehicles 8 -
Fumiture and fixtures 5 to 20

Depreciation and amortization expens€ ofcapital assets is recorded as a direct expense of the function/program
specifically identified with the a!s€t. Depreciation and amonization ofinfrastructure is not allocated to various
tunctionvprograms but reported as direct expenses ofthe urban and economic development function.

Deferred revenues

The Municipality reports defeffed revenu€ on its GFFS and GWFS. In the GFFS, deferred revenue arises

- Potential revenue does not meet both the "measurable" and 'hvailable" criteria for revenue recognition
in the current period. As previously discu$ed, available is defined as due (or past due) at June 30, ard
collected within 90 days thereaft€r to pay obligarions due lt June 30, or;

- The resources are received by the MunicipElity before it has a legal claim to them. Ir subsequent
periods, when the revenue recognilion criterion is met, or when th€ Municipality has a l€gal claim ro
lhe resources, the liability for defened revenue is removed and revenue is recognized.

Defened revenues at the govemmenlwid€ level arise only when the Municipllit, receives resources before ir
has a legal claim to them.
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compensated absences

Compensated absences are accounted for under the provisions of Statement No. 16, Accounting lotConpeksated Abrenc$.issued by GASB (OASB No. t61. Compensared absen"." t*lua. outa,ir" off.ua.
avarrabre to emptove€r jn comecrjon $ith lacalion, sick teave and compensatory rime. The tiability for
::T,l-:in9 absences recorded in. the. sovemmenrwide sratem€nt of net assets is-limited to leave thar; is
attnbutable to services already rendered on or before June j0, 20ll and, is not contingent on a specific event(such as illness) that is outside the conrrol of the Municipality ura ,f," 

"rnpf,o-y"".- 
ir," fiutifiry fo.

compensated absences, include salary-relared cosrs, which are direcrly and incrementally related to the amo,nt

:l-:1l1,f1ld-1,m. ...ptoyee tslJch as emproyer's share of Social Security tu*"", r.,r"'ai*il t *"", 
".proy".conln0ulrons to the employees relirement syslems and orhers).

The vacation policv of the Municipality provides for the accumutation of regular vacarions at a rate or 2.5
days Ier month (30 days per year). Emptoyees accumulate regutar sick teave;r a rate of 1.5 days per month
(I8_davs per vear). compensatory time is accumurated by emproyees at a mte of r-5 times the overtime
worked. All vacation and sick teave days accumulated by 

".ptoyee" 
in excess of .t0 days and 90 days,

fjpj:lll:lyt1l. p:id.lg.mployees each year irnor co,'u,ea. u, i.q,i..l uy ra*. rn trre case 
'or 

compensarory
trme. the excess ot-240 hours i\ paid ro emptoyees each )ear, ifnor consumed.

Upon terminarion of employmenl, an emptoyee rcceives compensalion for alt accumulated unpaid regutar
vacat,on leave ar the current rate. ln the case of regular sick leave, if the employee rerminates fiis or her
employm€nt with th€ Munlcipatity before reaching i0 years ofservices, such regular sict ieave days is nor
paid to lhe employee. Upon lermination of emptoymenr, an employee does noi receive compensation tor
compensatory time, if nol consumed. AIter l0 years of services any iegular sick leave balance is paid to the
employee. Accumulated vacation time is fully vested to the employees at any time.

The liabihy for compensated absences is reponed in the statement ofnet assets. A liability for compensared
absences is reponed in the GFFS only ifthey have marured, for exampte, as a result ofemployee resGnations

Lone-term debt

The 
-long-term 

liabilities reported in rhe accompanving sratemenls of net assets include the Municipar y,s
bonds payable, notes payable, obligarions under capirat leases, accrued compensated absenc€s, estimated for
landfill closure and posr closure care costs legat and legal claims andjudgments.

All long-term debt to be repaid liom governmental resources is reported as liabitities in the accompanying
statement.of mt assets. lnncipal and interest payments on bonds dui on J,ly t, are recorded as govemmental
hrnd liabilities in the CFFS when resources ar€ available in the debt service iu.d (June 30,). tn rhe GFFS, the
face amountofdebt issued (gross debr reponed) is rQoa€d as other financing sources wrrenissued.

ln the GwFs debr issuan€e costs are reported as deferred charges, which are amortized under the sraighrrine
method over rhe life of the debt, whire in rhe GFFS such costs are recognized as expendirures during rhe
current period.

Accountine for pension costs

For the purpose ofapplying the requirements ofcASB Statem€nl No. 27, ,4c6o untitlg for pensio8 by State and
Local Governnent Enployers (GASB No. 27), lhe state govemment ofthe Commonwealth ofpuerto tuco is
considered to be the sponsor ofrhe Emplove.s' Retirement svsrem ofthe covernment orpuerto Rico and lts
Instn mentalities (ERS) and Sysrem 2000, a mutti-employer cost-sharing defined benefit pension plar and a
hybrid defined contribution plan, respectively, in which rheemployees ofthe Municipality participaG.

2',7
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IOR THE FISCAL YEAR ENDED JUNE 30, 20IT

The Mudciprlity is consid€red a participant, and not a sponsor, of these rctirement svstens since the majoritv

of the participants in the aforementioned pension ttust funds are emplovees of the Commonweallh of Puerto

nico ana tne"Uasic tinancial statemenls ofsuch r€tirement svstems are part ofthe financial reporting €ntity of
the Commonwealth of Puerto tuco. Accordingly, rc portion of the n€t pension obligation (NPO) related to

ERShasbeenallocatedtotheMunicipslityintheaccompanyingbasicfinancialstatements'Thehasicfinancial
statements ofthe commonw€alth ofPuerto tuco reporr the total amounl ofthe nel p€nsion obligation ofERS,

including any amount that may correspond to the Municiprlitv

The Municiprlity accounts for pension cosls from the stardpoint ofa participant in a multiple'emplover cost

sharing plan. Accordingly, pension costs recognized in the accompanving basic financial slatemenls are equal

to the ititutorily required co ributions, with a liability recorded for anv uDpaid required contributions'

Risk manaqement

The Municipality carries commercial insurance covering casualtv, theft, ton claims and other losses'

rnsurance piiciei are negotiated by the Commonweallh's Depanment of Treasury (lhe Depanment of
Treasury) on behalf of all municipalities of Puerto Rico. The Department of Treasury pavs the insurance

premiums on behalf of the Municiprlity and then is reimbursed €ach vear through monthly equal pavments

deducred from the Municipality's gross properiy tax collections made bv the Municipal Revenue Collection

Center ('CRIM", by its Spanish acronyms), a govemmental entitv responsible for billing and collecting

property taxes on behalfofall municipalities ofPueno tuco (see note 4).

The Municipality canies insurance covemge for death and bodily injuri€s caused by automobile accidents'

This insuran;e i; obtained through the Aulomobile Accid€nts Compensalion Administration (ACAA), a

component unit of the Commorwcalth. This iflsurance is compulsory for all licensed vehicles used on public

roads and highways in Pueno Rico. The annual premium is $35 per licensed motor vehicle' which is paid

The Municipality obtains workers'compeflsation insurance coverage tkough the State lnsumnce Fund

Corporation (SIFC), a component unit ofthe Commonwealth. This insurance covers workeN against injuries'

disability or death becausc of work or ernployment-relaled accidenls, or because of illness suffered as a

consequence oftheir employnent. workers' conpensation insurance premiums are also paid tkough monthlv

d€ductions madc by CRIM from the Municiprlity's g.oss property tax collections.

Risk manaeement

The Mnnicipality obtains unemployment compensatiofl, ron-occupational disability, and drivers' insurance

coverage for ils employees ihrough various insurance programs administered bv the Commonwealth's

Depart;ent of tnbor and Human Resources (DOL). These insurance programs cover workers against

unimploynent and provide supplementary insurance covemgc lor temporary disabilitv, or death b€cause of
work or employnent-relaied accidents or because of illfless suffered as a consequence of their emplovment.

Unemployment compensation, non-occupational disability and drivers' insurance premiums are paid directlv to

DOL on a cost reimbursem€nt basis.

Th€ Municipality also obtains medical insurance coverage from several health insurance companies for its
employees. Di$erenl health insuraflce coverage afld premium oplions are negotiated each vear bv Llrc

Department ofTreasury on behalfofthe Municiprlity. The current insurance policies have not heen canceled

or ierninared at June 30, 2011. Premiums are paid on a monthly basis direclly to the iNurance companv. tn
lhe past three years, the Municiprlity has not settled claims that exceeded insumnce coverage.
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NOTES TO THE BASIC FINANCIAL STATEMf,NTS

TORTHE FISCAL Yf,AR trNDED JUNE 30,2011

Reservations of fund balances

Reservations of tund balances represeni portions of tund balances rhat are legaly segregated for specilic tuture
uses or are not appropriated for expenditure. The Municrparitv has rhe folrowing tfies of reservations of f,nd

- Encumbmnces Represent future expendjtures undff pr:rchase orders, contracts and other
commitments. These committed amounrs represent reservitions of unexpired appropriations and
genemlly will become tiabilities in tuture periods as the goods or services areieceived.

- Capital projects - Represent the reservation of amounts to be used for tuturc expenditures for capiral
projects under contracts and other commitments. These committed amounts generally will become
liabilities in tuture periods as the projecrs are compler€d.

- Debt service - Represents fund batanc€s available to finance fulure debr service pa],rnents.

- Advances Represent the reservation of financial resources s€t aside for long-term accounts and
interfund receivables, which ar€ not consid€red current available financial resourc; at June 30, 20n.

- Other specified purposes Represents resources set aside for use under federal and state granr
progmns accounted for in specaal revenue funds.

Interfund transactions

Permanent reallocations ofresources among the Municipotity's funds are classified as i erfund transf€rs. The
Municipslitv tas_ the followine types of reciprocar and non-reciprocal intertund activities recorded among
govemmenlal tunds in lhe accompanyingGFFS:

- Operating tmnsfers R€present legalty required transf€rs thal are reporled when incuned as ..operating

lransfers-in" by the recipient tund and as ,,opemtirg transfer,out,, by the disbursing fund.

_ Inrra_entity activities Represent transfers among funds rhar are reported as interfund rransfers with
receivables and payables presented as amounls due to and due from other funds.

- Advances represent amounb advanced among funds, which are not considered to be curently
available fi nancial resources.

In the GFFS, intertund activity has not been eliminated, as permitted by GAA?.

Use ofestimates

The preparation of the accompanying basic financial statements in conformity wirh CAAI requires
management to make significant €stimates and assumptions that affecl the reported amounls of assetj and
liabilities and the disclosure ofcontingenr assers and liabitities at the date ofthelasic financial sratements and
the reported amounts of revenue and expe.ses during rhe reponing period. Actuat results could differ from
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Municipal solid waste landfill closure and Dost closure care cost

Solid wasre landfill closure and post closure care costs are accounted for under the provisions ofstatement No'

1lz]),""*Giu v*tcipat Sotid waste Lanl{itt Ctostre and Post ctosure cdre corls' issued bv GASB

(GASB No. l8).

The estimated liability for solid waste landfill closurc and posr closure care costs (including monitoring and

-ari"*.""1 r."r"a"J ". 
estimate of all costs to be incurred near or after the close of th€ Municiptlitv's solid

"*i"-ir.anir. 
i, il," g"*mmenlwide statement of net assets, this liabilitv is recognized undtr th€ accrual

;;;i;:;;,;id, &er the usetul life of the landfill, even though such costs will onlv be incuned' bv

definition, near of after the close of.he landfill.

The eslimates of closing and post clos;ng costs inctudei th€ cost of equipmeni and facilities that will be

""qri."J."* 
tl," ,iln" ir'e Unantt stops ;cceptins waste or after for the pupose of post closure care and

;;il;, ,h" cost of applying the final cover ind the cost of post closure maintenance and monitoring'

These cost estimates are made using currenl costs (costs thar would be incurred if these services would have

rr*. 
"ui"."J 

ar.irg tl," c,rrrent peiiod) The liabilitv ts adjusted annuallv to reflect the effe'rs of inflation'

advances in technology, changes ir regulations or similar cha'ges'

Any changes in the estimated total curfenl costs that occur before the landfill stops accepting sol;d waste are

,o'orr.A ii *. p"noa otlhe changes flnd an adruslmenl is made ro the calculalion' \ahich is accounted for

,.i.r."i".r" *i .r,**. in accouiring esimae.bn $e olhcr ha . rhe accounrins tor a horironral expansion

iiiii" r"ra mr r,* * .ft.d in rhe fact;rs used to calcutate the accru€d tiability for rhe closure and post closure

costs of drc original landfill ln ihis case, a separate calculation of the closure and post closure care costs for the

expanded porrion ofthe landfill is made for each financial reporting period-

Chanses in the estimat€d lotal current cost for landfill closure and post closure care costs may also occur afier

*" ar'" ,fr", tt" fananrr slops accepting solid waste. The changes mav include changes due to inflation (or

i"irr,i..l, 
"r'rrg* 

i, ,*rnoiogy, chanses in crosure ard post closr:re tare requiremenrs coreciions oferors

ir 
-""ii.iii"", 

u-,'a cmng"" ln-it'" ext;nt of environmental remediation rhat is requrred' Chanses in ihese

..tl.ut"" ,routa be report"d in the period in which the change is probable and reasonably estimable'

In tbe GFFS, landfill closure and post closure care costs are recorded in th€ accounting period in which thev are

due (when they nature) under the modified accrual basis ofaccounting'

Future adoplion of accountinE pronouncements

TheGovemmentalAccountinssrandardsBoardhasissuedthefollowingstatenentsthathaveeffectivedateson
or a'ler June 30' 2011: 

adoptioD R€quired

Ststement Number StatemeDtName Fiscsl Year

60 Accoutirg and rcporting for senice concqsion armngement! 2012-2013

6l The fi necEi t epon i.g enltD' Om ibusan amendmenl

ofGASB SlltementNo. 14 and No.14 2012 2Ol3

62 Codification of accouting and lnancial repoding guidance

conlainel in Pre_Novembtr 30, 1989 FASB and

AIC?A pronouncdeft 2Ol2 ',n11

63 Financial reponing ofdefeftd outflows ofresolrces,
defered inflows of 6ou!c6, and net position 2Ol2 - 2011

Theimpactofthesestat€mentsonth€MunicipaliB'sbasicfinancialstat€meDtshasnotyelb€€ndetermifled,
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DEPOSITS

The Municlpality maintains its deposits in various commercjal banls located in Pueno Rico and the
Govemment Development Bank for Puerto tuco (GDB). P.oceeds from all bonds and rhe funds related ro
certain federal grant awards are required by law to be held with GDB.

Or July 1, 2004, the Municiprlity adopted th€ provisions ofGASB Statement No. 40 (GASB No. 40), reporl,
and Inwsbnent Risk Disclosure, an Anendment to GISB Statenent No. 3. This statement requires that state and
local govemments disclose essential risk informalion about deposits and investments. The disclosure
requiremen s cover four main areas; credit risk, interest rate risk, custodial credit risk, foreien exchange

Credit risk This is lhe risk that an issuer or olher counterparty to an investmeot will not fulfill its
obligations. In compliance with the laws and regulations ofthe Commonwealth, th€ Municipality has
adopted, as its custodial credit risk policy, th€ Sla/e nent of lnwstne t Guidelines Iot the Go remnent
of the Commonwealth of Pue o Rico. Accordinsly, the Municiprlity is only allowed to invest its
obligations ofthe Commonwealth, obligations of the United States ofAmerica, certificates ofdeposit,
commercial paper bankers' acceptances or in pools ofobligations ofthe Municipalities of Puerto Rico,
which are managed by GDB. According io the aforementioned investmenl guidelines, thc
Municipality is not allowed to inv€sl in marketable securities or any other twe of inveshents for
which credit risk exposure may be significant. Therefore, the Munlciprlity's management has
concluded that the credit risk related to any possible loss relaled to defaults by commercial banks on
the Municipality's deposits is considered low at June 30,2011.

Interest rate risk - This is the risk that changes in interest rales ofdebt investments will adversely
affect the fair yalue of an inveslment. The Municlpolity maoages its exposure io declines in fair
values bI not including debt investments in its investments portfolio al June 30, 2011, limiting the
weighted average maturity of its investments to p€riods ofthree months or less and keeping most ofits
banks deposits in inter€st bearing accounts g€nerating iderest at prevailing market rates. At June 30,
2011, the iflterest rate risk associated with the Municipality's cash is considered low.

Custodial credit risk In the case ofdeposits, this is the risk that in the event ofa bank failure, the
Municipality's deposits may not be recovered. Punuant to the Statement oI Investuent Guidelines lot
the Govennent ofthe Co onL)eatuh ofPue o Rico, the balances deposited in commercial banks by
the Municipslity are insured by the Federa! Deposit Insurance Corporation (FDIC), generally up to a
naximum of$250,000 per depositor. In addition, public funds deposiled in commercial barfts by th€
Municipality are tully collaleralized for the amounts deposited in excess of the federal depository
insurance. All securities pledged as collateral are held in the Municipality's name by the agents ofthe
Commonwealth's Secre(ary ofTreasury. Deposits with GDB are uninsured and unsecured. However
no losses related to defaults by CDB oo deposit transactions have been incuned by th€ Municlpality
through June 30,2011. Th€ Muricipility's management has concluded thal at June 30, 2011, the

custodial credit riskassociated with the Municipality's cash is considered low

Foreign exchanqe risk This is the risk thal changes in exchange rales will adversely affect the value
ofan investment or a deposit. According to the aforemenlioned investment Euidelines, adopted by the

Municipality, the Municipality is prevented from invesling in foreign securities o. any olher twes of
investments for which foreign exchange risk exposure may be significani. Accordingly, management

has concluded that the foreign €xchange risk related 1() lhe Municipality's deposits is coflsidered low ai
June 30,201L
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Pursuant io the statemenl of investment guidelines for the government of the Conmonwealth of Puerto fuco'

ii" r'lr.-p"n.v ."v r.vest in obligatio;s of lhe Comlnon;ealth, obligations ofthe Unit€dstates of America'

""nit"r[" 
Ii a+."it, 

""mnercial 
p"aper, banlers' acceptances, or in pools of oblisations of the municipalities

ofPuerto Rico. which are manased bv GDB.

MUNICIPAL LICENSE TAXtrS

The Municipllity is authorized by Act No Sl to impose and collect municipal license taxes io anv natural or

f"e"r p"^", t*i.g trade or business activities within the lenilory of Anasco This is a self-assessed tax

g"-*'iIV t"""a oi ttre t,rsiness volume of iaxpayers, measured bv sross revenues' The Municipslitv

lstablislies the applicable tax rates. At June 10,2011 the municipal license tax rates imposed bv the

Muntcipatity weie 1.50 percent for financial inslitulions and 0.50 percent for oth€r tvpes of taxpayers' Any

i*prv"'^ tt'rt have been granted with a partial tax €xemption under anv of the tax incentive acts of the

Commonwealth ultimate,y pay municipal license taxes at reduced tax mtes.

Each laxpayer must asses the coresponding municipal license tax bv declaring the volume ofbusiness tkough

a tax retum to be filed every April 15, based on the actual volume of business (revenues) generated in the

preceding calendar year. Taxpayers wilh a sales volume of $3 million or more must include audited financial

"rur"."nt" 
*itl m" iu, t"tum filed The tax can be paid by the hxpaver in two equal installments due on Julv

15 and January 15, subsequent to the filirg ofrhe declaration on April 15. The first instsllmeflt ofthe tax covers

the six-mond period ended December 31, subsequent to the filing date ofthe declaration, while the second

installment of the iax covers the six-month period ended June 30 of the subsequent calendar year. lf a taxpaver

elects to pay the tax in full on the filing date ofthe decla.atiofl (generallv April l5), a 5 percent discount is

granted automatically on the lotal tax due.

Any municipal license taxes collecled in advance (that is, pertaining 10 a fulure fiscal vear) are recorded as

defened revenues in lhe GWFS and the GFFS Defened municipal license lax revenues recorded in the

accompanying GWFS and GFFS amounted to $1,672,036 respectiv€ly at June 30, 2011.

PROPERTY TAXES

The Municipality is authorized by law No.83 of August 30, l99l as amend€d to impose and collect personal

and real prop€rty taxes. Under the laws and regulations of lhe Commonw€alth, perconal property taxes can be

imposedlo any natural or legal penon that at January I of each year is engaged in irade or business and is th€

o$ner olpersonal propeny used in trade or business

Personal property taxes are self-assessed by taxpayers every year generally using the book value of personal

properly assets owned by the taxpayer at January I and reponing such taxable value through a personal propertv

tax retum fil€d on May 15 subsequert to lbe ass€ssment date The total personal property tax mte in force was

6.68% (of which taxpayers pay 6.48% and 0.20% is reimbursed by the Deparlment of Treasury) at June 30'

2011. Real property taxes arc assessed by Th€ Muoicipal Revenue Collection Center ("CRIM"). The

assessment on real property is made every January I afld is based on estimated cunent vBlues of ihe propertv

deflaled at 1957 market prices. Th€ total real property tax rate in force was 8.68% (ofwhich 8.48% is paid bv

taxpayeG and 0.20% is also reimbursed by ihe Department ofTreasury) at June 30, 2011.

Residential real propeny occupied by its own€r is exempt by law from prop€ny taxes on the first $15,000 ofthe
assessed value (at 1957 market prices)- For such excmpt amounts, the D€partment of Treasury assumes

palment ofihe basic lax (4% and 6% for personal and real property, respectively) to the Municiprllty' €xcept

for property assessed of less than $3,500 (at 1957 market prices), for which no pavment is made. CRIM is
responsible for the billing afld colleclions ofreal and peNonal property taxes on behalf of the Municiprlitv
Prior io the beginning ol each fiscal year, CRIM informs the Municipality ofthe estimated amount of propedv

tal expected to be collected for rhe ensuing fiscal year. Thoughout the year, CRIM advances funds to th€

Municipality based on the initial estimated collections.
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CRIM is required by law to prepare a settlem€flt statemenr on a fiscal yearbasis, whereby a conparison is nade
belween the amounts advanced to the Municipaliry and amounls actually collected trom taxpayers. This
setllement has to be completed on a preliminary basis not larer than December 31. If CRIM remits ro the
Municipality propeny tax advances, which are less than th€ lax actually collected, an additional property iax
receivable is recorded at June 30. However, if advances €xceed the amount actually collecled by CRIM, an
intergovemmenlal payable is recorded at June 30.

Law No. 83 of August 30, 1991, as am€nded, provides for the tevy of ar annual special lax of 1.03% ot the
assessed value ofall real and personal property not exonerated from taxation. Such special tax is levied by the
Commonwealth but is collecred by CRIM. Collecrions ofthis special tax are remitted to the Commonw€alrh's
debt service tund for payment of debt service on general obligarions ofrhe Connonwealth. ln addition, 1.25%
ofthe total perconal and real property taxes collected by CzuM is restricred forthe Municiprliry,s debr service
requirements and is r€tain€d by GDB for such purposes.

The Additional Lottery Sysl€m olthe Commonwealth ("Additional Lonery") is ar operational unir reported as
an enterprise fund ofthe Commonwealth, which currenrly operales several betting altemariv€s ro ihe cirizens of
Puerlo Rico. The Addilional Lortery is required every year to distribute a portion of irs excess of revenues over
expenses as follows:

- Thirty five percent (35%) of its net earnings (defined as the excess of revemres over expenses less an
amounl earmarked for the Fund for Rent and Home Improvement Subsidy Program for the tnw-
Income Qualifying Eld€rly) is earmarked to the municipalities of the Commonwealth, of which a
maximum of$26 rnillion, on an annual basis, is distnbuted to the Municipal Equalizarion Fund h€ld by
CRIM to coveroperal;ng expenses and permanenl improvemenrs ofrhe municipaliries.

- An additional amount nol exceeding $16 million! on an annual basis, is distribuled to the Municipal
Equalization Fund, pmvided it is wilhin the 35% conesponding to the municipalities of the
Commonwealth. When lhe accumulated municipal approprialions from the municipaliries' Puerto Rico
Health R€form are covered up to June 30, 1997, these resources will be assigned ro the Health
Insurance Administration, a component unit ofthe Commonwealth.

Total propeny iax receivable, net of an allowance for uncollectible accounts of $10,680,615, amouded to
$766,391 at June 30, 2011. The compositjon of property taxes r€ceivable and the related deferred revenue at
Jun€ 30,2011 is as follows:

General Fund Dcbt S€rvic€ Fund Total

Cross property tax€s r€ceivable

Less allowance for uncolleclibl€

Net propeny tax receivable

Deferred (eamed but unavailable)

pmperty tax revenues in GFFS

$ 't,190,982

1,230,s64

2,889,633

2,683,660

$ r0,680,615

9,914,224

560,418 205,911 166,391

505.745
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5. \4UNICIPAL SALES AND USf, TAX

On October 25,2006, the Municipal Legislature of Aflasco appmved the OrdiMnce no. 10, series 2005-06
based on State Public Law No. I l7 of July 4, 2006 establishing a local sales and use lax of I .5%, over Ihe sales

ofgoods and services mad€ within lhe Municipalities boundaries. The ordinance, was effective ten days after
public notice, and under this Ordinance, €very business doing retail sales is rcquired to register in the
Municipslity to obtain a Retailer's Registration Cenificate. Th€ retailers are required to file nonthly sales tax
renrms by the 20s day following ih€ month in which the tax was collect€d. On July 29, 200?, the State Public
Law No. 80 establishes that the muflicipalities may col,ect only 1.0% of its sales and use Lax and the Puerto
tuco Treasury Department (PRTD) the other 0.5%. Resources collect€d would be us€ for construction,
permanent improvements, health and public safety services, the improvements in the management of solid
wast€ disposal and the implemenlation of recycling programs by the Municipslity.

The tax collecled by PRTD wiu be distributed to the municipalities in three separate tuflds: municipal
development ftnd, nunicipal rcdemption fund and municipal improvements fund. The municipal development
fund will be bas€d on 0.2% of the 0.5% collecl€d but be dislributed within all municipalities by a formula based

on total amounts collected, operational budgets and population. Another 0-2% will be deposited on a municipal
redemption fund in GDB and will be us€d oflly for the repayment of future municipal loans to CDB. The
remaining 0.1% will be deposit in a municipal improvem€nls fund in CDB and assigned by the State

legislature for construction and permanent improvements projects lo the municipalilies.

6. INTERFU\D BALANCES

On July l, 2001, th€ Municiprlity adopted the provisions of Slatement No. 38, Cetu1in Financial Statenent
Note Disclos res, issued by the Govemmental Accounting Standards Board. This statement requires the
disclosure ofthe flow of resources between funds and 1o asses the collectibility of interfund balances. Interfund
balances at June 30, 2011 consisted of the following:

Troniler From

Other Toarl

DebtService Goy€rnDentd Gov€rnmetrtrl
Transfer lo: Ceneral Frnd rund runds Iunds

other sovemertal tunds (2t1,376\ (1,18'1) {121,510) (340,0?3)

rn,ar x ra! 670, j__Lllljl l_____llLLl!l _:___ -

Major tunds:

Olhq govemenr.l tunds

$ 122,697 $ 217,176 $ $ 340,073

Other Totrl
DeblSeNice Gorernmental Governmentll

Due to: Genersl fund Fund Funds Funds

$ - $ - $ 168,3ll $ 168,3ll

1,810,358

s 1,810,158 s - $ l68.It $ 1,978,671

At June 30,2011, all amounts due to among funds are considered collectibl€ by th€ Municipsllty,s management.
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NOTES TO THE BASIC FINANCIAL STATEMf,NTS

FOR THE FISCAL YEAR trNDED JUNtr 30.20II

7. CAPITAL ASSETS

Capital assets aclivity for the year ended June 30,201I was as fouows:

Jrtr€30,2010 IncreNe Rdassinc.fions June30,20l1

Total capital assets, nol being depreciated 9125,032

Capiial asets, beins depreciated:

$-$-
491,071 11.026.251r

495,017 (t.026,253)

GovernmeDtd Activiti€s

Capilal asseis not being dep.eciared:

Conslruction in progress
$ 6,725A40

2,699.592
$ 6,725,440

2,168416

8,893,856

5,316,469

21,570,987

20,509,582

2.657,796

4.661,030

54,711,864

Iind improvm€nts

Buildings, slructurcs, imprcvemols

Machinery aId equipment

Toral capital asets, being depreciared

Less acomulated dep@iarion fori

Buildings,structures. imprcve;enB

Machinery and equipment

Total accumulated depr€ciation

4,569.008

2t.t33,022

18,691,778

2,395,t31

4.054,651

569,660

371,199

1,030,t t8

262,659

608,379

s 491,275
44,405
9t,544

171,326
I t2,1t'/

$ rJ86,32

177,801

60,766

787,686

50,843,596 2,E48,015

2,987,895

3,925,',]69

8,659,120

1tt7,696

3.125,329

20,7r5,809

t12,2t5

375,205

417,567

94,703

I,086,322

t.761,693

.t_225!!10

3,120,110

4,300.9',14

9,0't6.6E7

1,512,399

Total @pihl ass€ts, being d€preciared, net 30,t 27,787

Govemm tal acrivitis capnala$€ts, ner jLIlI52,8t9

Gov€mmental activilies:
Gene.al govemmenl
Public safety
Urban and economic development
Healih and sanitation
Public housing and welfare
Culture. reffeation and education

3,791,961

21,802,131

32,9t5.733

$ - $ 4 t.809.589

Depreciation and amodzarion expenses for the fisca! year ended June 30, 20 I I were charged to nrnctions \
Programs as follows:
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8. EMPLOYEES' RITIREMtrNT SYSTEMS

Plan description

TheEmployee'sRetir€mentSystemofth€GovemmentofPuerloRicoanditslnstrum€ntalities(ERS)isthe

"a-i.i"i.ti, 
of a cost-sharing muttiple-emplover retirement svstem establish€d bv the Commonwealth of

Puerto Rico. The ERS was createa under thi e.ct 447, approved on Mav 15, 1951, as amended' and became

effective on JanuarY 1, 1952.

ERScoversallreSularfulltimeemployeesoftheCommonwealthofPuertoRicoanditsinstrumentalitiesand
ofcenain municip;lities and components unils nol covered by their own retirement's systems

Participationismandatoryexceptformemb€rsoflheLegislature,Governmentsecretades,andHeadsfor
,LgenciesandPubliclnstrulnentalides,AssistantstotheGovernor,theComptrollerofPuertoRico'
G;bematonal Board and Commiltee appointees and Experimenlal Service Slation emplovees'

ERSprovidesretirement,d€athandrlisabilitybenefits,DisabilityrelirementbenefilsareavAilahletomembers
for o:cupational and non-occupationat disabiliries. Rerhemenr benefits depend upon age ar retirement and

number;fyears ofcredited service. B€nefits vest afler ten vears ofplan participation'

Members who have atlained an age ofat least fiftv-fiv€ (55) years and have completed at least twentv-five (25)

years of creditable service or members who have attained an age of at least fiftv-eight (58) vears and have

compteted at least fifty-eight (58) years and have complet€d at least ten (10) years of creditable service, are

entitled to an amual b€nefit, payabl€ monthly for life.

The amounts of the annuity shall be one ard one-half percent of th€ average compensation multiplied bv the

number ofyeaN of cr€ditable service up to twenty vears, plus 2% ofthe average compensation multiplied bv

the numbei of years of creditabte service in €xcess of rwenty years. In no case the annuity will be less than

$200 per month.

participanis who have compteted at leasr lhirty (30) years of creditable service are entitled to receive the Merit

Annuir. Participants who have not attained fifty-five (55) years of age will receive 65% of the average

compensation o;ifthey havc attained fifty-five (55) years of age will rcceive 75% of the average compensation'

Di;bility retnemenl benefits are available to members for occupational and non-occupational disability'

However, for non-occupational disabilily a member must have at least ten (10) veals ofservice

No benefit is payable if the participant receives a returd ofhis accumulated contributions.

On September 24, 1999, an amendment io Act No 447 ofMay 15, 1951, which cr€ated ERS, was emcled witft

the purpose of eslablishing a new pension program (System 2000). Emplovees participating in fie cunent

system as of Dec€mber 31, 1999, may elect to stay in the defined benefit plan or transfer 10 the new program

Persons joining th€ Mutricipality on or after January 2000 will only be allowed to become members of Svslem

2000- System 2000 will reduce the retirem€nt age from 65 years to 60 for thos€ emplovees who joined the

currert plan on or after April I, 1990
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:1.]:.T,:999 
i: l lrbjid oefined conrribu,,on ptdn. also known a\ a cash barance pran. unde, rhrs new pran.

rnere wrI be a pooror pension assers. wh'ch wiI be invesred bv I-Rs. rogeiher wilhihose oflhe currenl defined
benefit plan. The Commorwealth of puerro tuco witt not guarantee tenehts at retiremenr age. itre annutty wi
be based on a formula which assumes that each vear the e;provee's conrribution (wnh a miiimum or8.27s%o of
the employee's salary upon to a maximum of r0%) will biin;ested in an accou;t which wiLienher: (l) eam a
fixedJate based on the two-year Consrant Matudty Treasury Note or, (2) eam rate equal to ?5t ofthe rerurn of
rhe ERS'S investment portfolio (ner of managemenr fe*y, 

"i 1:y *- a 
"6.Umrrion 

oiboth ariematives.

Participants will receive periodic account sratements similarto rhose ofdefined contriburion plans showing their
9!:t:9 ba]ances Disability pensions wil not be granred under System 2000. The empioye/s conlribution
(9.275% ofthe employee,s salary) will be used to fund the cunent plan.

Contribution reouirements

Commonw_ealth legislation requires emptoyees ro contribure, under a coordination plan, 5.7?5% of gross satary
up to$6,600 plus 8.275% ofgross salary in excess of$6,600 and unrter a supplemintaiion plan, only availabli
to Police, Firefighters and MayoN, 8.275% of gross salary. The Municipaiiry's contributions are 9.2?5% of
gross salary. Law establishes contributions' requir€meots.

Tle-actuarially determined contribution requiremenr and conrriburions actualty made for rhe year ended June
30,2008 was approximately $2.8 millions. The Municipa:ity totat payroll for all enployees was approximately
$4.24 millions. For ihe year ended June 30,2011, the Municipriity contribukA approximatelt $208,28i,
which represents l00oo of required conrribulions

Additional information ofERs is presented in the most recent actuarial valuarion reporr for rhe year ended June
30, 2007, a copy of which can be obtained from the ERS, Minillas Sration, pO Box a2003, San Juan, pR
00940.

LONG.TERM DEBT

The Municipal Legislature is legally authorized to approve the contracting of debrs of th€ Municipdiry.
Nevertheless, the laws and regulations oflhe Commonwealth ofpuerio Rico also provide that:

- Direct obligations of the Municipatity (evidenced principaly by bonds and bond anticipation nores)
are backed by the tull fairh, credit and taxing power of the Municip.tit$ and

- Direct obligations are nor io be issued by the MuniciprUty iflhe amount of the principal oi and the
interest on, such bonds and bond anticipation notes (and on alt bonds and notes issued thereafter)
which are payable in any fiscal year, tog€ther wilh any amount paid by th€ Municipatity in the
preceding fiscal year on account ofbonds or bond anticjpation notes guaranteed by th€ Municipatity,
exceed l0 percent ofthe iotal assess€d value ofthe prop€rry located wilhin th€ Mnnicipatity pius the
balance ofthe ad valorem taxes in the debt service fund, for bonds payable and bond anticiparion notes
to be repaid with the proceeds ofproperty taxes restricted for debt seraice.

In addition, before any new bonds or notes are issued, the r€venues ofthe debt service fund should be sumcient
to cover the projected debt service requiremen!. At June 30, 2010, the Municipattty is in compliance with rhe
debt limitation requirements. The general long-term debr activity for the year ended June j0,20ll was as

3',7
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Bdmce Bglrnce

it Borrowing PsYm.Db rt
June30,2010 orAdditions orDeducfions June30,20ll

$ 6,540,000

4224;150

2361,000

t3,225,750

2,676,000

$ 1210,000

688,000

1,170,000

3,068,000

$ 851,000

E7,000

152,500

1,263,500

223.000

s 6,E99,000

601,000

4,072,750

3,458,000

15,030.250

2,453,000

24,808

202,516

1.996,399

I,740,576

OneYEr

s 306,000

92,0N

155,000

315.000

868,000

223,0N

Gen@l obliSation bords

Public improvment

Public improvem.nb bonds / opdations

Speial obliSation bonds,{Vu

HUD S@tion 108

CRIM:

LIMS

DelirqueDt accounls

Conpasat€d absscs

72,296

212,160

t.977,596

Estimated liability for municipal solidwaslo

landfrll closuro and post closre care cosb I ,740,576

18,803

41,487

9.644

24,808

9,644

1,022,824

l rqonar?p \ l0,t68ot $ 1541.612 $21341.544 52,148,2?6

ceneral oblisa.ion bonds

2000 serial bonds, original amount of$865,000, due in annual principal installments

mnging from $60,000 to $90,000;plus interest due in semiannual installments at rates

not to exce€d4.73% tkoughJuly l,2014

2001 serial bords, original amount of$415,000, due in annual principal installments

ranging {iom $16,000 to $25,000; plus interest du€ in semiannual installments at mtes

of 3.25% thrcush January l, 2024

2002 serial bonds, original amount of$660,000, due in annual principal installments

ranging from $15,000 to $55,000; plus interest due in semiannual installments at

variables rates not to exce€d 8.00% lhrough July 1, 2026

2003 serial bonds, original amount of $1,850,000, due in annual principal

installments ranging from $45,000 to $140,000; plus interest due in semiannual

installments at variables rates noi lo exc€ed 5.28% though Jr y 1, 2027

2002 serial bonds, original amount of$415,000, due in annual principal installments

ranging from $10,000 to $30,000; plus interest due in semiannual installments at

variables rates not to €xceed 5.31% through July 1,2028

Bonds pavable

The Municipality issues general obligation, special (public improvement) obligations bonds, and notes to

provide for ihe ;cquisition, construction of major capital facilities and equipm€nt, as well as, to over certain

opemling needs. Bonds payable at June 30, 20 I 1 is composed of the following debls:

$ 330,000

271,000

550,000

1,530,000
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2008, serial bonds. originrt amounr or $t.485.000. due in annuat principat
Intullments ranging trom $20.000 ro gjt5.000l ptui inreresr due in semiann;al
rnslallments at variables rates nor ro exceed 7.500 lhrough July t, 20ll

2009. serial bonds. orisinat amounr ot $2.000.000. due in annuat principat
insrallmenrs rangrng trom 500.000 ro gt4?.000: ptus rnreresr due;n *.,iriunnrrr
installments at variables rates not to exceed 4.75% tkough July 1,2029

20ll_ serial bonds, original anount of $1,210,000, due in annual principal
installments ranging from $135,000 to $215,000; plus interest due in semiannirat
installments at variables mtes not to exceed 7.50% through July l,20t7

Special obliqation bonds/operarions

1998 serial bonds, odginal amounr ofg565,000, due jn annual principal insta ments
rangins from 96,250 to gt2,87s; plus int€rest due in semia;nuat insraltmenrs at
variables rates not to exceed 5% rhrough July l, 2017

2001 serial bonds, original amount of $1,010,000, due in annual principal
installments ranging from $25,000 to $90,000; plus interest due in semiannual
installments al variables rates not ro exceed 8.00% rhrough July l,2025

2004 serial bonds, original amount of $3,421,000, due ir annual prin ipal
iflstallmenis ranging from $80,000 to $261,000; plus interest due in semiann'ual
installments at variables rares not to €xceed 6.60%lkough Juty 1,2029

Special obli€ation bonds[Vu

2008 serial bonds, original amount of$277,000, due in annuat principal installmenrs
ranging from $5,000 to $25,000; plus interest due in semiarmual installments at
variables raies not to exceed 7.5% tbrough July l, 2032

2008 serial bonds, original amount ofg580,000, due in annual principat insta[ments
ranging from $129,000 to $t61,000; plus interest due in semijnnuai insralmen* ar
variables mtes not to exceed ?.5% rhrcugh July I , 2012

2008 serial bonds, original amount ofg766,000, due in aflnual principal installments
raoging from $11,000 to $66,000; plus inrerest due in semiannual installments at
variables mtes not to exceed 7.5% through July l,2ojj

2008 serial bonds, original amount of$998,000, due in annuat principal inslallments
ranging from $15,000 to $83,000; plus interest due in semiannual instaltments at
vadables rates not to exceed ?.5% through July 1,2033

2010 serial bonds, original amount of $t,070,000, due in annual principat
insiallments ranging from $130,000 to $205,000; plus iderest due in semiannual
inslallments at variables rates not to exceed 7.5% thrcughJuty 1,20t7

1.210.000

1.440,000

1,8i9,000

28t,250

810,000

267,000

311,000

743,000

967,000

2.981.000

4.O',12.?.50

1.170.000

3.458.000

$ lL0l02loTotal outstanding bonds payable
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The seneral obligation bonds atul the public improvements bonds are pavable from the ad valorem property lax

of I.is% which is restricted for debt service and reiained bv GDB lor such purposes'

The laws and regulations oflhe Commonwealth provid€ that public debt ofthe-Municipslitv will constitute a

rir"i ju;* on 6,i uru;ra6e revcnue ofthe Municipatity. pubtic debt includes bonds and notes payable. The

nooa rut1,. 
"."a,r 

ura ta*,ns pow€r of th€ Municip;Itrare irrevocably pledged for the prompl paym€nt of the

;rincipal and interesl oflhe bonds and noles pavable.

The Municipslity levies an annual additioflal special lax ol l'25"" ofthe assessed v-atu€ of p€rsonal and real

-"'".w. fte oioceeds of rhis addirional rpecial lax are depocited in a rinking fund esrablished al GDB

'*r,I*r.', 
",ii.r.i.ii,.ai .ust be set aside to r€ileem the bondi in minim,m annual or biannual principal and

intercst;ayrn€nls. The proceeds of this special ld are recorded in the debl servic€ fufld'

Interest rates on serial bonds subject to variable rates are reviewed pcriodically bv CDB and are based on the

fluctuation of Gos's weighted ;verage rate for i(s commercial paper program, not to exc€ed 8ol'' Under this

p.ogrur,coSi..u"""oln,'rnercialpapcrinrheU.s.raxableandtax-exemptmarkets,intheEurodollarmarket
and io corporations thai have lax exemplion.

In addition, during 2002, the Municipslity received a HUD Seclion 108 loan to provide tunding for ihe

construction ofanlndustrial park as an economic development activitv' The loan amourt was $4,000'000 and

bears interest raflging from 467% to 6.07% wilh semiannual principal payments due on Februarv I and August

1. The loan matu-re;n Augusl l, 202I. This loan is secured bv a lien on a real propertv established through a

mortgage that contains su;h provisions that HUD deems necessary' At June 30,2011, this loan has an

outstanding balance of $2,453,000.

Annual debt s€rvice requirements of maturily for bonds pavable and the HUD Section 108 loan are as follows:

Ending
June 30,

20t2
2013
2014

2015 2019
2020 - 2024
2025 2029
2030 2034

Principal

$ 1,091,000
1,151,500
1,055,000
5,222,150
3,849,000
3,587,000
1.527.000

$__11-4E3259

Interest

$ 647,468
962,251
903,996

3,495,296
2,144,198
t,047,092

254.375

$ 1154,6!2

Total

$ 1,738,468
2,113,15',7
1,958,996
8,718,046
5,993,198
4,634,092
1.781.3?5

$- ,9U.932

Notes pavable to CRIM

Ullg - On August 2, 2001, th€ Munlcipality entered into a financing agreement with CNM for the payment

of flre Municipality's share ofthe cost ofan informalion management svstem, acquired bv CRIM on behalf ol
all municipalities, for the management ofa digital database oftaQayers properties located in Puerio Rico- The

face amount ofthe loan was $510,929 and bears no interest- The note is pavable in monthlv installmefts of
$25,546 through November l,2011. This note has ar imputed iflterest nt of 5.95yr and was oriSinallv

recorded at iis present value of$380,946, net ofan unamodized discount of$129,983, at incePtion' At June

30,2011, ihe balance of this note amounted to $24,808.
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The principal and discount amortization (recorded as interesr expense) maiurities are as follows:

Delinq,ent accounts on March 26, 200, the Resorution No. r0 series 200r-2002 was .nacted which
authorized th€-Munlcipaliay to obtain up ro $414,881, for a term not exc€eding 30 years, for the repayment of
!on$ lssu:d. 

foi !h: sale of delinquent accounrs. A final repayment agreem;nt rhat bears interest at 6.22%
b€ginning July 1, 2007 was settled with th€ cRrM. The outstanding priicipar and accrued interest barances of
rhe.note payable to CRIM amounled to $202,516 and $131,:rS respicdvjy, at rune 30, 2011. The principal
and interest maturities are as follows:

Ending
June 30,

20t2

Prircipal

L-24.E0&

Principal

$ 9,644
9,644
9,644

48,218
48,218
48,218
28.930

$ 202115

Discount
Amortizrtion

L- l]8
Total

$ 11146

Total

$ 22,24t
21,64t
21,041
92,007
81,209
66,213

$ r36i81

Enditrg
Jun€ 30,

2012
2013
2014

20ts - 2019
2020 - 2024
2025 - 2029
2030 2034

Interest

$ 12,597
11,997
11,397
43,',t89

32,991
t'7,99s
3.599

L 13L365

Compensated absences

At June 30, 201l, the liability for compensaled absences is compos€d as toflows:

Accrued compensatory time
Total compensated absences

Due within Du€ after
one year

$ 52tJ10
330,075
r65,039

$ 1,022,824 $ 973,575

'l otal

$ 8s0,203
981,157
165,019

s 322,493
651,082

Lardfill closure and post closur€ cost

According to the regulations set forh bv ihe u.s. Environment protection Agency (EpA) in irs rsotid wasre
Disposal Facility Criteria" , issued on Ocrober 9, 1991, the Municipatiry is requ;iea to piace a nnat cover on
th€ Municipality's laodfill site when ir stops accepting waste, and to p".ro.rn 

"".tuin 
maintenance and

monitoring functiolB at the sile for 30 years afterclosure.
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InaccordancewithGASBNo'18,iheMunicipslityhasperformedastudyoftheaclivitiesthatneedavailable

"p"* 
,.Ji" 

"".prv 
*i{, appticaUle srate ana federal re;ulations Based on this studv, the Municiprlitv has

ilcoraea esti.atei iiaurlty oi$t,llo,s;o in tr,e accompanving GWFS, using curent costs allocated' bas€d on

ihe actual landfill capacity used at June 30,2011. The portion ofthe esrimated curr€nr cosrs ro be incuned in

tuture years is approiimately $348,115, which has not been recorded vet in the accompaflving GWFS'

Actual costs nay be differert to the recorded esrimate liability due to inflation, changes in technology, or

changesinActsandregulations.AtJufle30,20ll,theMuliciprliiy,ssol;dwastelandfillisstilloperatingand
remaining estimated usetul Iife is approximat€lv 5 vears.

10. COMMITMENTS AND CONTINGf,NCTES

TheMuciprliiyisdefendantinvariouslegalproceedingspenainingtomatteNincidentaltotheperlormance
ofroutinegovemmentaloperations.UnderAclNo.lO4ofJun€25,lgg5,asamended,penonsareauthorized
to sue th€ Municipality ;nly for causes of actions set forlh in said Act to a maximum amount of$75,000 or

$150.000 ifit invoives acrions for damases to more rhan one percon or where a single injured party is entitled to

several causes of actions. Under certain circumstances, as provided in AclNo.9 of November 26, 1975, as

amended, the Municip"[ry may providc its officers and emplove€s with legal representation, as well as assume

the payment of any jurlgment thai may b€ €nlered against them. There is so limitation on the paymenl of such

judgment-

Which respects to pending or threatened litigaiion, the Munlcipolity do not have or anticipale unfavorable

judgmeds as ofJune 30, 20I L Management believes that any unfavorable outcome in relation to pending or

threatened litigation would nol be significantly.

The Municipality has reponed, outstanding encumbrances amounting to $784,461 in the geneml fund at June

30, 2011. The Municipality intends to honor these encumbrances, which will contirue to be liquidated under

lhe current year's budget during a lapse period ihat extends into subsequent fiscal vesr.

Projects financed by Federal and Slate Granls are subject lo audiis by grantors and other governmental agencies

in order to determine irs expenditures to comply u,ith the conditions of such grants. lt is the Municipalitv's

opinion that no additional material unreco.ded liabilities will arise from audits previoudv performed or to
perform.

1T. SUBSf,QUENT EVENTS

In preparing these financial statements, the Municipality has evaluated events and transactions for potential

rec;g;ition or disclosure ltuough March 27, 2012, the date the financial statements wer€ issued. Based on such

analysis management decided that no significant disclosure is necessary.
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Budseted imounrr
Orisinal

$ 2J66,798
r,755,000

681,000
200,000

r,205,000

s,084,501
55,000

395.7)2
12.143.021

6,831,576
62s,600

1,232,236
1,137,744
1,561,632

'748.233

12.\43.02t

Fin8l

$ 2,166,798
1,755,000

68r,000
200,000

r,205,000

5,084,50r
5s,000

195 712
t2,143.021

1,45t,616
6t2,272

1,365,687
I,2',t0,652
1,748,288

914.tzs
13.362.100

t,219.679

Actuat

$ 2,695,360
|,'783,790

988,128
174,',t27

t,239,814

4,8t1,049
105,178
s43.159

t2.34t.205

5,461,739
s99,108

1,332,700
1,235,068
1,683,569

884.343
t1.t96.s21

,.219.6t9

finrl budget
poBitive
(nepstive)

$ (71,438)
28,190

307,128
(2s,2t3',)

34,814

(273,452)
50,178

t47.43',7
198.184

(1,989,93?)
(13,r64)
(32,98',7)

(35,s84)
(64,719)
(29.782\

(2.t66.113\

REVENUES:
Property tax
Municipal license tax
Sales tax
Construction excise tax
Charges for servic€s
lntergovemmental granls and

Interest on deposits and investmenls
Miscellaneous

EXPENDITURES:
Ceneml govemment
Public safety
Urban and economic development
Health and sanitation
Culture, recreation and education
Public housing and welfare
Tolal expenditures

OTHER FINANCINC SOURCES:

EXCESS OF REVENUES OVER
EXPENI)ITURES $ 2J64351 $====2,54.iX1

Eryl.nrtion of dlffe.erces:

Sourcevinflows of lhucial resourcsi
Actual amorts (budgetary basis) available for appropriations,' from the builgerary comparison

DilI€rencs , budget basis to GAAP:
Net increase in r@eivables
Resources considered reve s fo. financial reponing but no( for budgetary purposes
Resorces coosidered revenue for budgetary bul arc not r€venues aor financial reporling purpose

Total revenues reporled on the sratemelt of revenu$, qpmdituH and change tuid bala;ce. -
gov€mmstal tunds

Uses/oulflows of fi ,ancial resources:
Actual amounls (budgetary basis) 'toial chargC to appropriarions', from rhe budBetary compadson

Ditr€r€rce in bases ofa@ounling:
Nel inGease in palEbls
Non budgel exp€ndituB
Prior year encumbrances recorded as curenr year expendirures fo. cAAp basis
Resources coBidercd €xpenditures lor budgera.y bul are not expensq for Iinancial rQorling

Total expetrditurs reponed on the srarem t ofrevenus, expenditures and changH in irnd bal.nces
govemnental ftnds

$ 12,341,205

452,645
272494

fls0.535)

$ 12-9ri809

s 11,196,527

95,7t4
419,089

t,145,tzt

(245.96t\

$ x310i90
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COMMONWtrALTH OF PUERTO RICO . MUNICIPALITY OF AffASCO
NOTtrS TO BUDCETARY COMPARISON SCHEDULE _ GENERAL IUND

FOR THf, FISCAL YEAR ENDtrD JUNE 30,2O1I

The Municipalily,s annual budget is prepared under the budg€tary basis ofaccounting' which iS not in accordance

with GAA?.

under the budgetary basis ofaccouniing, revenues are generally recognized when is received. short-term and long-

term borrowings may be used to finance budgetary excess ofexpendiiures over revenues.

under the budgetary basis of accounting the Municipality uses encumbrance accounting to record the full amount

ofpurchase orJers, contracts and olher conmitments of appropriated resources as deductions from the approprialion

pri;r the actual expenditure. In the governmental funds, encumbrances accounting is a significant aspects of
Ludgetary control. Accordingly, expenditures arc generally recorded wh€n the retated expenditure is incuned or

*"u.t#a. Available appropriations and encumbrances ar€ establishcd to lapse one year alier the end of fiscal

year. Amounts required to setlle claims and judgments against th€ Munlciprlitv, and certain olher liabiliries, are

;ot recognized unlit they are encumbered or otherwise processed for payment Un€ncumbered appropriations and

cncumbrances lap at year-end. Other appropriations, mainly capilal proj€cls appropriations, are continuing accounts

for which the Municipal Legislature has authorized that an unspenl balaflc€ from the prior vear be carried for ard

and made available for current spending.

The acconpanying budgetary compsrison schedule g€neral fund, provides information about lhe general tund's

original budget, lhe amendmenls made to such budget, and th€ actual g€n€ral fund's results of operations under the

budgetary basis ofaccounting for th€ fiscal year ended June 30,2011.

Except for the general fund and lhe debt service fund, the Municipality legally does not adopt budgets for its major

special revenues and capital projecls funds. Accordingly, neither accompanying basic financial statements, nor

required supplementary ififormalion include statements or revenues and expenditures - budget and actual'budgetary

basis, or budgetary comparison schedules, respectively, for its major programs.
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COMMONWf,ALTTI OF PUf,RTO RICO - MUNICIPALITY OF ANASCO
SCHtrDULE OF REVtrNUf,S AND EXPtrNDITURES. DtrBT Sf,RVICE FUND - BUDCI] AND ACTUAL

FOR THtr FISCAL YEAR trNDED JUNE 30.2OI I

REVENUES - Property taxes

EXPENDITURES:
Debt service:

Principal
Interest

Tolal expenditures

EXCESS OF REVENUES OVER
EXPENDITTIRES:

Budqeted rnounts
Oripinal Finql

$ 897.182 $ 897.182

260,000 260,000
157.604 357.604

617.604 6t',7.604

$ l?911E $- 219118

Variance with
finrl budget

positive
fnesativel

$ (283.078)

(20,941)
007.604)

028.545)

$ 11!L!3)

$ 614,104

701,118

(s4)
81.750

$ 11969A

$ 489,059

'709,167

(219,s78)

288,250

$ 1254r!48

$ 614.t04

239,059
250.000

489.059

$j25011)

Explanation of differences:

Sources/inflows of fi nancial resources:

Actual amounts Oudgetary basis) available for appropriations" from the budgelary
comparison schedule

Differerces - budget basis to GAAP:
Resources considered revenues for financial reporting but not for budgelary

purposes
Differences in bases ofaccourting:

Net increase in property tax receivable
Net increase in deferred revenues

Total revenues reported on the statement ofrevenues, expenditures, and changes in
tund balance - govemmental fund

Uses/outfl ows of fi nancial resources:

Actual amounts (budgetary basis) "total charg€s to appropriarions" from rhe
budgetary comparison schedule

Differences ' budget basis ro GAAI:
Payments €onsidered expenditures for financial r€porting but nor for budgetary

Excess ofrevenues over expenditures on budgetary basis as reported by CRIM
at the beginnins of fiscal year

Differenc€s in bases of accounting:
Net increase in matured bonds
Net increase in matured interest due and payable

Total expenditures reported on the statement of revenues, expenditures and
changes in tund balance - sovemmental tunds
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COMMONWEALTTI OF PUERTO RICO - MUNICIPALITY OF AfrASCO
NOTES TO BUDGETARY COMPARISON SCIItrDULE. DEBT Sf,RVICE TUND

FOR THtr TISCAL YEAR ENDED JUNE 30, 20II

Anannualbudgethasiobepreparedunderthebudgelarybasisofaccounring,whichisnotinaccordancewiih
GAAP for the d;bt seraice fu;d. Under the budgetary basis ofaccounting, r€venu€s are generallv recosnized when

Property tax revenues are used by GDB for the payment ofprincipal and interest ofbonds issued bv them Budgeled

transfem out from the gencral tund are made to finance budgelary debt requirem€nts of operational bonds paid

ihough Municipal Revenue Collection Center ("CRIM", by its Spanish acronvms)

The accompanying budgetary comparison schedule - d€bt service fund, provides information about the original

budget and lhe actual results ofoperations under th€ budgetary basis ofaccounting for fiscal vear ended June 30,

20t1.

Except for the general fund and the debt servi€e fund, the Municiptlity l€gally does not adopt budgets for its major

special reverues and capital projects funds. Accordingly, neither accompanying basic financial stalements, nor

r;quired supplemenlary information include statements or revenues and exp€nditures - budgel and actual-budgetarv

basis, or budgetary comparison schedules, respectiv€ly, for these major programs
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Rf,PORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLTANCE AND
OTHER MATTERS BASf,D ON AN AUDIT OT FINANCIAL STATEMtrNTS PERI'ORMED IN

ACCORDANCf, WITH GOVER]VM ENT ALIDITINO STANDARDS

To the Ilonorable Mayor and Members
of the Municipal L€gislarure

Municipality of Anasco
Afiasco, Pueno Rico

we have audited the accompanving finaocial sratements ofthe govemmental ac.,viries, each major fund, and the
aggregate remaining fund information ofthe Municipality ofAfrasco, (,the Municipatity.), as oaand for lhe year
ended June 30,2011, which collecrivelv comprise the M nicipaliry,s basic financiatitaternents and have issued our
report thereon dated March 27, 2012. we conducred our audit in accordance with audiring slandards generally
accepted in the uniled states ofAmerica and the standards applicable to financial audits coniained in covel,ner,
Auditing Standards, iss]ued by the Comptroller General ofthe Unired States.

Internrl Control Over Financirl R€porting

In planning and performing our audit, we considered the Muricipality's intemal control over financial reponing as
a basis for designing our auditing procedures for rhe pur?ose ofexpressing our opinions on the financial statemeints,
but not for the purpose of expressing an opinion on the effecriveness of the Municipdity,s inlernal conhor over
financial reporting- Accordingly, we do not express an opinion on lhe efecriveness of rhiMu cipaliry,s intemal
control over financial reporting.

A delicienc! in intemal control exists when the design or operation of a contrcl does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or delect and correct
mhstatements on a iimely basis. A naterial weakn ?sr is a defic;ency, or a combin;don ofdeficiencies, in intemal
control such that there is a reasonabie possibility lbat a material misstalement ofthe entity's financial statements will
not be prevented, or detected and corrected on a timely basis.

our consideration of internal €onrrol over financial reporring was for the limited purpose described in the first
paragraph ofthis section ard was nor designed ro identiry a deficiencies in iotemal conrrol over financial reporting
that mighr be deficien€ies, significant deficiencies, or material weaknesses. we did not identify any deficiencies i;
intemal control over financial reponing that we consider to be material weaknesses, as definetl above.

Compliancc and Other Matters

As pa( of obtaining reasonable assurance about wh€ther the Municipality's financial statements are fre€ ofmaterial
misstatement, we performed tests of its compliance with cedain provisions oflaws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct a material effect on rh€ determination of financial
stat€ment amounts However, providing an opinion on €omptiance with those provisions was not an objective ofour
audit' and accordinglv, we do not express such an opinion. Th€ results of our rests disctosed no instances of
noncompliance or other matters that are required to be reported under coverrm ent ,4uditing Standa s .

r.O. Bo^ lc480b. HoLo R?y- P-R.00ele 480lrlt)27. J.t. Pi cto Aue. Preno Nuru. pR. (Aa20
Phonc:1787)79J.5J*. fot:1787) ls t5 tbn
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To the Honomble Mayor and Members
of the Municipal Legislature

Municipality of Atusco

This report is intended solely for the information and use ofmanagement, Municipal Legislative Bodv, olhers within
the entity, and federal awarding agencies and pass-through entities and is not intended io be and should not be used

by anyone other than these specified parties.

4, L A*J** .?4,
//dost 

L. c^RDoNA & co. P.s.c.

San Juan, Puerto Rico
March 27,2012

The siamp number 2620082 ofthe
Puerto tuco Society ofcenified
Public Accountanls was affixed 10

the original ofthis repon.

eqa
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INDEPENDf,NT AUDITOR'S Rf,PORT ON COMPLIANCE WITTI REQUIREMf,NTS
APPLICABLf, TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL

OVER COMPLIANCE IN ACCORDANCf, WTTH OMB CIRCULARA-I33

To the Honorable Mayor and Members
of the Municipal I€gislature

Municipalily ofAnasco
Afiasco, Puerto Rico

Compliance

We have audited the Municipality of Anasco's (ath€ Municipality,) comptiance wirh rhe twes of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Cicutat )-13j Conpliance
Supplenent that are applicable to each ol its major federal progiams for th€ y€ar ended June 30, 2041. The
Municipality's major federal progBms are identifi€d in rhe summary of auditor,s results section of the
accompanying schedule offindings and questioned costs. Compliance with the requiremenrs refened to above is the
responsibility ofthe Municipslity's manag€ment. Our responsibility is 10 express anopinion on the Municipality's
compliance based on our audit.

we conducted our audit ofcompliance in accordance wirh auditing standards generally accepted in rhe united states
ofAmerica; the standards applicable to financial audirs conlained in crvelrm ent Auditing Stondatds, isswdby ttrc
Comptroller General of the United Slales; and OMB Cit.julat A-133, Autits of States, Locat coyernments, and Non-
Proft Oryanizations. Those standards and OMB Circular A-133 require that we ptan and perform the audit to obtain
reasonable assurance about whether noncompliance with rhe tyf,es of comptiance requirements referred to above
that could have a direct and material €ff€ct on a major federal program identified in the accompanying schedule of
findings and questioned costs occuned. An audit includes examining, on a rest basis, evidence abour the
Municiprlity's compliance with those requirements aM performing such other procedures as we considered
necessary in lhe circumslances. We believe lhar our audit provides a reasonable basis for our opi on_ Our audir does
not provide a legal delermination ofthe Municipslity's compliance with those requiremenls.

In our opinion, the Municipslity oI Afiasco complied, in all material respects, wirh rhe compliance requirements
relerred to above thai are applicable to each ofirs major federal programs idenrified in the accompanyini schedute
offindings and questioned costs for the year ended June 30,2011.

Internal Control Over Complisnce

Management of the Municipality is responsible for establishing and maintaining effective internal control over
complianc€ with the compliance requirements referred to above. In planniflg and performing our audit, we
considered the Municlpslity's internal control over comptiance with the requirements rhat could have a direct and
material effect on a major federal program in order 10 determine our auditing procedures for the purpose of
expressing our opinion on compliance and to tesr and rcport on inlemal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expr€ssing an opinion on the effectiveness of intemal control over
compliance. Accordingly, we do not express an opinion on the effectiveness ofthe Municipatity,s internal control

A, dejiciency in intemol control over conpliance exists when the design or operation of a coflrrol over compliance
does not allow management or employees, jn the normal coune ofperforrning their assigned funcrions, to prevent,
or detect and correcl, noncompliance with a t)?e ofcompliance requiremenr ofa federat program on a timely basis.
A material h,eaknels in intenal contol oyer conplrarce is a deficiency, or combination ofdeficiencies, in intemat
control over compliance, such that there is a reasonabl€ possibility thar mareriat noncompliance with a t,?e of
compliance requirement ofa federal program will not be prevenred, or detected and corrected, on a timely basis.

P.o. Box 194806, Hato Rey, PR- 009 19 48019027 , I.T. piiietu Aue., puetto N ueoo, p.R. 00920
Phofle: (787 ) 79i-5353 . Eu:(787)79i 5i66

u7"tu.jtcd/dona.com . E Mait: it.@jtcdrdo a..on. Li(.3L



To the Honorabl€ Mayor and Members
of the Municlpsl Leglslrturc

Municipslity oI Anasco

Our consideration of intemal conrrol over compliance was for the limit€d purpose described in the first pangraph of

,fri" .*,f"" 
""a 

was not design€d to identiry atl deficiencies in intem;l c;ntrol over compliance that might be

i"n"ri."t", "u"rr"""i 
aeficie-ncies, or rnateriat weaknesses we did not identifv anv deficiencies iE intemal control

over complianci that we consider to be material weaknesses, as described above

This report is intend€d solely for the information and use ofmanagement, Municipal L€gislative Body' others within

i," 
"rtirv, ""Ji"a*l ""arding 

agencies and pass-ihrough entitiei and is not intended to be and should not be used

by anyone other than these specified parties.

4,1 a-J^- Za
,f,osn 

r. cepsoxr & co. P.s.c.

San Juan, Pueno fuco
March 2t,201?

The stamp Nmber 2620083 ofihe
Pueno Rico Sociely of Cerlified
Public Accountants sas allixed to
lhe original ofthis rePort.
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COMMONWtrALTH OF PUERTO RICO - MUNICIPALITY OF AfrIASCO
SCHEDULE OF EXPf,NDITURES OT Ff,DERALAWARDS

FOR THE FISCAL YEAR ENDf,D JUNE 3OI 20II

Fed€ral crantor prss/ Through
crantor/Prosram Tttte

- U.S. Dopartmetrt ofHousing snd Urbrn
Developmenr (HUD)

- Dircct Programs
Section 8 Housing Choice Voucher - Lower Income

Housing Assislance Programs

Community Development Block Grant (CDBG)
Progmm, State Program

- Homelessness Prevention and Rapid Re-Housing
Program (HPRP) (Re.overy Act Funded)

- Pxssed through Commonw€rlth of Puerto Rico Department
of Family - f,merngency Shettcr crant (f,SG)

- U.S. Deprrtment ofHealth and Hunsn Servic€s (HHS)

Passed through Commonwealth ofpuerto fuco Department

- ofFamily - Child Care and Development cranr

Passed through Commonwealth ofpueno Rico Depanment
_ ofFamily - Child Care and Development Cmnt

(Recovery Act Funded)

_ Federrl Emergency Management Agency

Passed through Ofiice ofthe Govemor,s Authorized
Representative to FEMA (CAR)

U.S. Department of Agricultur€

Passed through Commonwealth ofPueno Rico Department
ofEducation - Child and Adult Care Food Progmms

TOTAL

Nunber Expenditures

Federal
CFDA Disburscments

14.81t S 522,'137

14.228

14.257

14.23t

1,091,295

214,407

5,833

93.575

93.7 t3

83.543

l0 558

189,197

19,056

15,447

'73,242

$ 2,131.814
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COMMONWEALTH OF PUERTO RICO . MUNICIPALITY OF ANASCO
NOTES TO SCHEDULE OF EXPENDITURES OF FEDtrRAL AWARDS

FORTHE FISCAL YEAR trNDED JUNE 30,20TI

I. SIGNIFTCANT ACCOUNTINC POLTCIES

The accompanying schedule of expenditures of federal ar€rds is a summary of the activitv of the

Municipality's federal awards programs presenled on a modified accrual basis of accouniing in accordance

with accountiflg principles generally accepted in the United States ofAmerica.
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- 
COMMONWEALTH OF PUf,RTO RICO - MUNICIPALITY OF ANASCO

SCHEDULf, OF FINDINCS AND OUESTIONf,D COSTS
FOR THE FISCAL YEAR ENDED JUNtr 3OI 2O1I

PART I. SUMMARY OFAUDIT Rf,SULTS

_ Financial Stuknent

a. Tne ofauditor,s repotissuted, nquatifed.

- b. lntemal control over financial rcporting:
. Malerial weakness (€s) identified? yES XNO. Significant deficiency(ies) identified thai is (are) nor

_ considered to be malerial weakness (eg? yES 
-)lNO

c. Noncompliance materiat to the financiat sratement noted? yES X NO

- Federal A\|ards

a. Intemal control over majorprogmms:
. Material weakness (es) identified? yES X NO. S'gnificanl deficiency (ies) idenlified rhar is (are) nor

considered to be material weakn$s (es)? _yES _ILNO

b. Type ofauditor's repor issued on complianc€ for major
prograrJ,s, unqualifed.

c. Any audit findings disclosed that are required to be
repoded in accordance of OMB Circular A-133? _yES )LNO

d. The progmms tested as major program are:

. CFDA 14.871- Section 8 Housing Choice Vouchers

. CFDA 14.228 Community Devetopment Blockcmnt \ State's prosram

e. The thrcshold for distinguishing Tpes A and B programs was g300,000.

f. The Municipality qualifies as a low-risk auditee as that term is defined in OMB Circular A-133.

PART TI . FINANCIAL STATEMENTS FINDING SECTION:

No matleN are reported.

- PART III - FEDERAL AWARD IINDINGS AND eUESTION COSTST

No matt€rs are repo(ed.
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COMMONWEALTH OF PUERTO RICO. MUNICIPALITY OF AftASCO
SUMMARY SCHEDULf, OF PRIOR AUDTT TINDINGS

FOR THE FISCAL YEAR ENDf,D JUNE 30, 2OII

No prior year findings were reponed.
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OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES
AREA DE ASESORAMIENTO, REGLAMENTACION E INTERVENCION

FISCAL

HOJA DESOTEJO TNFORME DE AUD|TOR|A (S|NGLE AUDTT)

MUNrcrPro ?'4/13C0

FECHA DEL INFORME //
PERIODO ab &-
FIRMA a 4 Pstz-
RESUMEN DE LOS RESULTADOS DEL REMOTO ("DESK REVTEW')

En mi opini6n:

1. El informe re0ne los "Standards" generalmente aceptados para

auditorlas gubernamentales, excepto por (marcar si es apropiado):

Falta reunir los requisitos informativos concernientes:
lnforme Financiero
lnforme de Cumplimiento
lnforme de Control lnterno
Posibles hallazgos no identificados en el

lnforme
Otros (Especifique)

()
()
()

()
()

2. El informe reune los requisitos de la Circular OMB-A- 133, excepto
por (marcar si es apropiado) :

Falta incluir todos los todos los fondos "CDBG" (

3. Clasificaci6n de la Opini6n:
Unqualified
Qualified
Disclaimer

)

6
()
()





Hoja de cotejo lnforme de Auditoria (single Audit)

Piitina NUm.2

Resumen de Se lamientos de Fondos Fed

aL,/- A!/fq,[ rtees

n de Seffalamientos anos anteriores:




