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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members
of the Mun¡c¡pal Leg¡slature
M un¡cipa l¡ty of Vega Alta
Vega Alta, Puerto Rico

Report on the F¡nancial Statements

I have audited the accompanying financ¡al statements of the governmental activit¡es, each major fund,
and the aggregate remaining fund information of the Municipal¡ty of Vega Alta of the Commonwealth of
Puerto Rico ("the Mun¡c¡pal¡ty"), as of and for the year ended lune 30, 2015, and the related notes to
the f¡nancial statements, which collectively compr¡se the Municipality's basic financial statements as
listed ¡n the table of contents.

Mdndgement's Responsibility fot the Financidl Stotements

Management is responsible for the preparat¡on and fa¡r presentation of these financial statements in
accordance with account¡ng principles generally accepted in the United States of America; th¡s ¡ncludes
the des¡gn, implementation, and maintenance of internal control relevant to the preparat¡on and fa¡r
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Au d i to r's R e s p o n si b i I ¡ty

My respons¡bil¡ty is to express opin¡ons on these financ¡al statements based on my audit. I conducted
my aud¡t ¡n accordance with aud¡t¡ng standards generally accepted in the United States. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financ¡al statements. The procedures selected depend on the aud¡tor's .iudgment, including the
assessment of the risks of material misstatement of the f¡nancial statements, whether due to fraud or
error' ln making those risk assessments, the aud¡tor considers internal control relevant to the
Municipality's preparation and fair presentation of the f¡nanc¡al statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an op¡nion
on the effectiveness of the Municipality's internal control.
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Accordingly, I express no such opinion. An audit also includes evaluating the appropriateness of
account¡ng policies used and the reasonableness of s¡gn¡f¡cant account¡ng est¡mates made by
mana8ement, as well as evaluat¡ng the overall presentat¡on of the f¡nancial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to prov¡de a basis for my
audit op¡n¡on.

Opinion

ln my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financ¡al pos¡t¡on of the governmental activit¡es, each major fund, and the aggregate
remaining fund information of the Mun¡c¡pal¡ty of Vega Alta of the Commonwealth of puerto R¡co, as of
june 30, 2015, and the respect¡ve changes in financial posit¡on thereof for the year then ended ¡n
accordance with accounting princ¡ples generally accepted ¡n the united states of Amer¡ca.

Other Mdtterc

Re q ui red S u pple m e nto ry I nformot¡on

Accounting principles generally accepted ¡n the United States of Amer¡ca requ¡re that the monogement,s
d¡scussion ond onalysis ond budgetary compor¡son inlormot¡on on pages 4-13 and 54-s5 be presented
to supplement the bas¡c financ¡al statements. such information, although not a part of the basic
f¡nancial statements, is required by the Governmental Accounting Standards Board who considers it to
be an essential part of financial reporting for placing the bas¡c f¡nanc¡al statements ¡n an appropriate
operat¡onal, economic, or historical context. I have applied certain limited procedures to the requ¡red
supplementary ¡nformat¡on in accordance with auditing standards generally accepted in the United
states of America, which cons¡sted of inqu¡r¡es of management about the methods of preparing the
informat¡on and comparing the informat¡on for cons¡stency w¡th management,s responses to my
inquiries, the basic financial statements, and other knowledge I obta¡ned during my aud¡t of the bas¡c
financ¡al statements. I do not express an opinion or prov¡de any assurance on the ¡nformat¡on because
the l¡mited procedures do not provide us w¡th suffic¡ent evidence to express an opinion or provide any
assurance.

Other lnformation

My audit was conducted for the purpose of forming op¡n¡ons on the financial statements that
collect¡vely comprise the Municipal¡ty's basic financial statements. The ¡ntroductory sect¡on, comb¡n¡ng
and ¡nd¡v¡dual non-major fund f¡nanc¡al statements and statist¡cal sect¡on are presented for purposes of
add¡tional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards, as required by office of Management and Budget circular A-133, Audits
of stotes, Locol Governments, and Non-proÍit orgonizot¡ons and the other informat¡on, such as the
introductory and statistical section are presented for purposes of additional analys¡s and are not a
required part ofthe basic financial statements.

The comb¡ning and individual non-major fund f¡nanc¡al statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the basic f¡nanc¡al statements. Such
¡nformation has been subjected to the aud¡t¡ng procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such ¡nformation
d¡rectly to the underlying accounting and other records used to prepare the basic f¡nanc¡al statements
or to the basic financial statements themselves, and other additional procedures ¡n accordance with
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aud¡ting standards generally accepted in the un¡ted states of Amer¡ca. ln my opinion, the comb¡ning
and ¡ndividual non-major fund financ¡al statements and the schedule of expenditures of federal awards
is fairly stated, in all material respects, in relation to the bas¡c financialstatements as a whole.

The ¡ntroductory sect¡on and stat¡stical section has not been subjected to the aud¡t¡ng procedures
applied in the audit of the bas¡c financial statements, and accord¡ngly, I do not express an opin¡on or
provide any assurance on it.

Other ReportinB Required by Govern ment Auditing Stondords

ln accordance wilh 5overnment Audung stondords, I have also issued my report dated November 20,
2015 on my consideration of the Municipality's internal control over financial report¡ng and on my tests
of its compl¡ance with certa¡n provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report ¡s to describe the scope of my testing of internal control over
f¡nancial reporting and compliance and the results of that testing, and not to prov¡de an op¡n¡on on
¡nternal control over f¡nanc¡al reporting or on compliance. That report ¡s an integral part of an audit
performed in accordance with Government Auditing Stondards in considering Munic¡pal¡ty's ¡nternal
control over f¡nancial reporting and compliance.
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Toa Alta, Puerto R¡co

November 20, 2015
CPA Agustín Rodríguez Nieves
Expires December 1, 2016
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COMMONWEALTH OF PUERTO RICO
MUNICIPATITY OF VEGA ATTA

Management,s D¡scuss¡on and Analys¡s
June 30,2015

As management of the Mun¡cipal¡ty of vega Alta, we offer readers of the city,s f¡nancial statements th¡s
narrative overview and analysis of the financial act¡v¡t¡es of the Municipal¡ty for the fiscal year ended
June 30,2015. Please read it in conjunction with the Mun¡c¡pal¡ty's f¡nancial statements, *i.ri.h follo*
th¡s sect¡on.

FINANCIAL HIGHLIGHTS

The Mun¡c¡pal¡ty's has reported assets and net pos¡t¡on amounting to S g1,433,361 and S49,288,245 respect¡very, in the accompanying statement of net pos¡t¡on, of which the most
s¡gnificant assets are cap¡tar assets amount¡ng ro $52,rg7,514 (6r. percent of totar Mun¡cipar¡ty,s
assets).

The Mun¡ciparity has reported totar riabirities amount¡ng to s30,702,776 in the accompanying
statement of net posit¡on, of which the most s¡gnif¡cant r¡abir¡t¡es are: (1) account payabres anJ
accrued l¡ab¡lities (S926,656), (2) bonds payabte (S23,907,000) and (3) intergovernmental
152'453,738l|. These liab¡l¡ties account for 89 percent of the Mun¡c¡pality,s total liabilities at June 30,
2015.

revenues amount¡ng to 522,971,657 in the accompany¡ng
municipal license tax 152,285,7761, (2) restricted capital and
property taxes (S10,179,963) and (4) intergovernmental
most s¡gn¡ficant revenues amounting to S18,126,79g (79

The Munic¡pal¡ty has reported a net change in net pos¡t¡on (excess of revenue over expenses)
amount¡ng to (51,750,S88) ¡n the accompanying statement of act¡v¡t¡es.

The Mun¡c¡pality's governmentar funds reported combined ending fund barances of s21,844,137 of
which §12,088,138 represent the fund barances of the generar fund, and the debt service fund
combined, 56,120,000 Loan, ffointly known asthe Munic¡pality,s majorfunds).

The Mun¡c¡pal¡ty has reported unassigned fund barance for the generar fund amount¡ng to
54,234,7Ls.

The Munic¡pal¡ty has reported an excess of expend¡tures over revenues and other f¡nanc¡ng sources
amounting to 53,968,734 in the governmental funds.

The Municipal¡ty has reported total
statement of act¡vit¡es, of which: (1)
operat¡ng grants (S2,625,600), (3)
contr¡but¡ons (s3,035,459) were the
percent of total revenues).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Management's D¡scussion and Analys¡s

June 30, 2015

USING THIS ANNUAT REPORT

This annual report cons¡sts of a series of new financial statements with a change in the focus from the
previous financial statements. The new focus is on both the Municipality as a whole (government-wide)
and the major indívidual funds. Both perspectives (government-wide and major fund) allow the user to
address relevant questions, broaden a basis for comparison (year to year or government to government)
and enhance the Mun¡c¡pal¡ty's accountability.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The Mun¡cipality's financial statements include three components: (1) the government-wide f¡nancial
statements, (2) the fund f¡nancial statements, and (3) the notes to ihe financial statements (collect¡vely
known as the basic f¡nancial statements). This report also contains add¡t¡onal required supplementary
informat¡on (budgetary schedule) ¡n add¡t¡on to the basic financial statements themselves. These
components are described below:

Government-W¡de F¡nancial Statements

¡he government-wide Í¡nonc¡ol stotemerts are des¡gned to provide readers with a broad overview ofthe
Munic¡pality's operat¡ons and finance as a whole ¡n a manner sim¡lar to private-sector business. These
statements prov¡de short-term and long-term information about the Mun¡c¡pality's f¡nanc¡al position,
which ass¡st the Munic¡pality's management to determine the econom¡c cond¡tion at the end of the
fiscal year. Thesefinanc¡al statements are prepared usingtheflow of econom¡c resources measurement
focus and the accrual basis of accounting.

Government-Wide Financial Statements (continuat¡on)

This basically means that these financial statements follow methods that are similar to those used by
most bus¡nesses. They take ¡nto account all revenues and expenses connected w¡th the fiscal year
ended June 30, 2015 even if cash involved have not been received or pa¡d. The government-wide
f¡nancial statements include: (1) the statements of net posit¡on and (2) the statement of activ¡t¡es.

Statement of Net Pos¡tion

The statement of net posit¡on presents all of the Mun¡c¡pality's assets and l¡ab¡l¡t¡es, with the difference
between these two ¡tems reported as "net posit¡on" (equ¡ty). over t¡me, ¡ncreases or decreases ¡n the
net posit¡on may serve as a useful ind¡cator of whether the financial pos¡t¡on of the Mun¡c¡pality is e¡ther
¡mprov¡ng or deteriorat¡ng.

5 | r' .r



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Management,s D¡scussion and Analysis

June 30, 2015

Statement of Activitiés

The statement of act¡vit¡es presents information showing how the Mun¡cipality's net position changed
during the fiscal year ended June 30, 2015. A[ changes in net pos¡tion are reported as soon as the
underlying event giv¡ng r¡se to the change occurs, regardless of the tim¡ng of related cash flows. Thus,
revenues and expenses are reported in th¡s statement for some ¡tems that will not result in cash flows
unt¡l future fiscal periods (such as uncollected taxes and earned but unused vacat¡on leave). This
statement also presents a comparison between d¡rect expenses and program revenues for each function
of the M u n¡c¡pal¡ty.

Both of the abovementioned f¡nanc¡al statements present all the governmental act¡v¡ties of the
Municipality, which consist mostly by taxes and ¡ntergovernmental revenues (such as federal grants).
Most serv¡ces provided by the Municiparity fa into this category, incrud¡ng curture and educatron,
general government, health and san¡tation, publ¡c safety, public hous¡ng and welfare, etc.

Fund Financial Statements

The Munic¡pal¡ty's fund financial statements, which consist of: (1) the barance sheet - governmental
funds and (2) the statement of revenues, expenditures and changes in fund barances - lorurrrn"n,rrfunds These f¡nanc¡al statements report the f¡nancial position and results of operations of the
M un¡c¡pa l¡ty's governmental funds.

A fund is a grouping of related accounts that ¡s used to mainta¡n control over resources that have been
segregated for specific activ¡t¡es or object¡ves. The Mun¡c¡pal¡ty, l¡ke most other state and local
governments, uses fund accounting to ensure and demonstrate compliance w¡th finance-related legal
requirements. Eachfund iscons¡deredan independent f¡scal entity accounted forwithin a set of self-
balancing accounts that comprise its assets, r¡ab¡r¡ties, fund equ¡ty, revenue, and expenditures. Fund
accounting segregates funds according to the¡r ¡ntended purpose and ¡s used to a¡d management ¡n
demonstrating compliance with legal, financial and contractual prov¡s¡ons.

The fund f¡nanc¡al statements focus on: (1) individuar parts of the Mun¡cipar¡ty,s government and (2)
report¡ng the Mun¡c¡pal¡ty's operations ¡n more deta¡l than the government-w¡de financ¡al statements.
For financial reporting purposes, the Munic¡parity classifies ¡ts funds within the foIowing fund
categories: (1) general fund, (2) debt service fund, (3) speciar revenue funds and (4) cap¡tar projects
funds (collectively known as the "governmental funds,,).

Governmental funds are used to account for aI of the services provided by the Mun¡c¡parity.
Governmental funds are used to account for essent¡ally the same funct¡ons reported as governmental
act¡v¡ties ¡n the governmental-w¡de f¡nancial statements. However, unlike the government-wide
financ¡al statements, governmental fund financial statements focus on near-term inflows and outflows
of expendable resources. They also focus on the balances of expendable resources ava¡lable at the end
of the f¡scal year (June 30, 2015). Th¡s approach is known as using the flow of current financial resources
measurement focus and the modified accrual basisofaccounting. These statements prov¡de a deta¡led
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA
Management's Discuss¡on and Analysis

June 30,2015

Fund F¡nancial Statements (cont)

short-term view of the Mun¡c¡pal¡ty's f¡nances that assists in determ¡ning whether there w¡ll be
adequate f¡nanc¡al resources available to meet the current needs of the Mun¡cipality, that ¡s, evaluating
the Mun¡c¡pal¡ty's near-term financing requ¡rements.

Because the focus of governmental funds ¡s narrower than that of the government-w¡de f¡nanc¡al
statements, ¡t ¡s useful to compare the fund informat¡on presented for governmental funds with similar
¡nformat¡on presented for governmental activities ¡n the government-wide f¡nanc¡al statements. By
doing so, readers may better understand the long-term ¡mpact of the Municipality's near-term f¡nanc¡al
dec¡s¡ons.

For f¡nancial report¡ng purposes the Mun¡cipality has three major funds: (1) the general fund, (2) the
debt service fund and (3) 6,120,000 Loan.

Notes to the Bas¡c F¡nanc¡al Statements

The notes to the bas¡c f¡nanc¡al statements provide addit¡onal ¡nformat¡on that is essent¡al to a full
understandin8 of the data provided in the government-wide and the fund financial statements. The
notes to the basic f¡nanc¡al statements can be found ¡mmed¡ately following the basic financial
statements.

Required Supplementary lnformat¡on

The basic financ¡al statements are followed by a sect¡on of required supplementary ¡nformat¡on
consist¡nB of a budgetary compar¡son between actual operat¡ng results w¡th the original budget and the
final amended budget for the general fund.

INFRASTRUCTURE ASSETS

Historically, a government's largest group of assets (¡nfrastructure - roads, bridges, traffic signals,
underground p¡pes [unless associated with a ut¡lity], etc.) have not been reported nor depreciated in
governmental financial statements. GASB 34 requ¡res that these assets be valued and reported within
the governmental column of the Government-W¡de F¡nancial Statements. Add¡t¡onally, the government
must elect to either (a) depreciate these assets over their estimated useful life or (b) develop a system
of asset management designed to mainta¡n the serv¡ce delivery potential to near perpetuity. lf the
government develops the asset management system (mod¡fied approach), which period¡cally (at least
every third year), by category, measures and demonstrates its maintenance of locally established levels
of service standards, the government may record its cost of ma¡ntenance in lieu of deprec¡at¡on. The
informat¡on about the cond¡tion and ma¡ntenance of cond¡t¡on of the government ¡nfrastructure assets
should assist financial statement users in evaluating a local government and ¡ts performance over t¡me.

As of July 1, 2003, the Municipality retroactively recorded the historical costs of infrastructure assets.
Also the Municipality elected to depreciate infrastructure assets instead of using the modified approach.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Ma nagement's Discuss¡on and Analys¡s

June 30,2015

FINANCIAT ANALYSIS OF THE MUNICIPALITY AS A WHOTE

Net pos¡tion

As noted earl¡er, net posit¡on may serve over t¡me as a useful indicator of the Mun¡c¡pality's f¡nancial
pos¡t¡on. ln the case of the Municipality, net position (excess of assets over liab¡lit¡es) amounted to
s49,288,245 at June 30, 2015.

The largest portions of the Munic¡pal¡ty's net posit¡on are ¡nvested ¡n capital assets net of the¡r related
debt which amount to 529,937,8o2. The Mun¡c¡pal¡ty's net posit¡on are also composed of net posit¡on
amountin8 to s1.7,508,393 that are restr¡cted for (1) future debt seN¡ce payments, (2) the future
acqu¡s¡tion or construct¡on of cap¡tal assets and (3) other purposes. tn add¡t¡on, the Munic¡pal¡ty,s net
position are reported net of an unrestricted net position of 51,842,050.

The portion of the Mun¡cipality's net pos¡t¡on invested in capital assets such as land, buildings,
equipment, etc., less any outstanding related debt used to acquire those assets, are used by the
Mun¡cipality to provide serv¡ces to its c¡t¡zens. Consequently, these assets are not available for future
spending. Although the Municipality's investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay th¡s debt must be provided from the debt service
fund, since the capital assets themselves cannot be used to liqu¡date these l¡ab¡l¡ties.

(This space was intentionally left in blank)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

ManaBement's Discussion and Analysis

The following ¡s a condensed presentat¡on
government-w¡de f¡nancial statements:

Condensed Statement of Net Assets:

Current and other assets

Noncurrent and other assets

Total assets

June 30, 2015

of the Mun¡c¡pality's f¡nanc¡al pos¡t¡on, as reported

20t4 2015

Long-term liabil¡ties outstanding
Other liab¡l¡t¡es

Total l¡abil¡ties

Deferred lnflows of Resources

Net pos¡t¡on/(deficit):

lnvested ¡n capital assets, net of related debt
Restricted

Unrestricted

Total net position

5 6,s49,635
79,485,922

86,03s,ss7

2s,495,376

7,95L,3ss
33,446,731

1,549,993

29,937,802

19,264,981

r.,836,050

5 7 ,464,074
73,969,286

81,433,361

23,539,948

7 ,162,828
30,702,776

L,442,340

29,937,802

17,508,393

L,842,O50

5 s1,038,833 s 49,288,24s

Changes in Net Pos¡t¡on

The Mun¡c¡pal¡ty's increased during the year. Approximately 13 percent of the Mun¡c¡pal¡ty,s total
revenues came from ¡ntergovernmental contr¡but¡ons, wh¡le 20 percent resulted from other mun¡cipal
taxes and 44 percent from property taxes. The Municipality's expenses cover a range of services. The
largest expenses were for general government (53 percent), urban and econom¡c development (G

percent), public safety (8 percent) and health and san¡tation (16 percent).

(This space was ¡ntentionally left in blank)
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COMMONWEATTH OI PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Management's Discuss¡on and Analys¡s

June 30, 201.5

The following is a condensed presentat¡on of the Mun¡c¡pality's results of operat¡ons, as reported in the
government-wide f ¡nanc¡al statements:

Condensed Statement of Act¡v¡t¡es:

20t4 20L5
Revenues:

Program revenues:

Operat¡ng grants and contr¡but¡ons

Capital grants and contr¡but¡ons

General revenues:

Property taxes

Munic¡pal license taxes

Munic¡pal sales taxes

Licenses and permits

lntergovernmental contr¡but¡ons

Other

Total revenues

6eneral government

Urban and econom¡c development

Publ¡c safety

Health and sanitation

Culture, recreation and educat¡on

Public housing and welfare
lnterest

Total expenses

Net ¡ncrease in net pos¡tion

Net pos¡tion - at beg¡nn¡ng of year

Net position - at end ofyear

(7 tt,L27\

51,,749,960 51,038,833

s s1,038,833 5 49,288,

FINANCIAL ANALYSIS OF THE MUNICIPATITY'S GOVERNMENTAL FUNDS

As discussed earl¡er, the Munic¡pal¡ty uses fund accounting to ensure and demonstrate compliance w¡th
finance-related legal requirements.

Governmental Funds - The focus of the Mun¡c¡pality's governmental/urds ¡s to provide ¡nformat¡on on
near-term inflows, outflows, and balance of expendable resources. Such informat¡on is useful in
assess¡ng the Mun¡c¡pal¡ty's financing requ¡rements. ln particular, unassigned fund bolonce may serve as

a useful measure of a government's net resources ava¡lable for spending at the end of fiscal year.

s 1,881,991

484,978

7,289,568

2,68r,569
2,249,908

570,185

L,7 44,848

4,067,222

20,964,270

S 1,753,03s

872,565

t0,L79,963
2,285,776

2,337,O24

395,545

3,035,459

2,t12,290
22,971,657

tt,t7L,864
1,849,395

2,O42,467

3,3s6,902

926,162

1,105,660

1,222,947

21,67 5,397

13,094,694

t,456,576
1,985,75L

4,067 ,229
t,387 ,209
t,274,55t
1,456,236

24,722,245

(1,750,s88)

r0 I



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

Ju ne 30, 2015

The following ¡s a condensed presentat¡on of the Municipality's balance sheet and results of operat¡ons

of governmental funds:

Condensed Balance Sheet - Governmental funds:

Total Assets - Major Funds

TotalAssets - Nonmajor Funds

Total assets

Total Liabilities - Major Funds

Total Liabilities - Nonmajor Funds

Totalliabilities

Deferred inflow of Resources

Fund Balances - Major Funds

Fund Balances - Nonmajor Funds

Total net Posit¡o n

Condensed Statement of Operat¡ons - Governmental funds:

Total Revenues - Major Funds

Total Revenues - Nonmajor Funds

Total revenues

Total expend¡tures - Major Funds

Total expend¡tures - Nonmajor Funds

Total expenditures

Other F¡nac¡ng Sources - Nonmajor Funds

Other Finacing Uses- Nonmajor Funds

Other F¡nac¡ng Sources - Major Funds

Revenues Over Expenses - Major

Revenues Over Expenses - Nonmajor
Tota I net pos¡tion

1,,77L,983 (1,4L7,724)

|'4,047,4641 (2,ss1,010)

5 Q,27s,48L1 5 F,e68,734],

20t4

52,3,029,682
74,037,807
37 ,067 ,449

7,997 ,777
1,706,896

9,704,673

1,s49,993

13,505,864
12,307 ,OO9

25,872,873

2015

s 18,702,860

10,659,370

29,3O,230

5,L72,382
903,37L

6,075,753

L,442,340

12,088,138

9,755,998
2t,844,137

18,2t3,279
2,757,772

19,870,618

3,1-51-,342

70,97L,007
16,441,246

6,805,236
23,246,483

23,021,960
27,288,342

5,702,352

26,9W,694

GENERAT FUND BUDGETARY HIGHTIGHTS

fhe accompanying Budgetary Comparison Schedule shows a total negative var¡ance between budgeted

revenues and actual revenue results of 5782,062, which was mainly caused by a reduction of L¡censes

and Permits.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

lvlanagement's Discussion and Analysis

lune 30, 2015

CAPITAL ASSETS AND DEBT ADMINISTRATION

Cap¡tal Assets

The accompanying statement of net position reported total Sross capital assets, at cost, amount¡ng to

5113,267,232 of which 539,919,489 represents infrastructure assets at June 30, 2015. The related

accumulated depreciation and amortization of capital assets amounted to 561,079,658 of which

S33,643,181 is related to ¡nfrastructure assets at June 30, 2015. This investment in capital assets

includes land, buildings, improvements, equipment, infrastructure and construction in progress.

lnfrastructure assets are ¡tems that are normally immovable and of value only to the mun¡c¡pal

government, such as roads, bridges, streets and sidewalks, dra¡nage systems, lighting systems, and

s¡milar items.

Actual costs incurred to purchase or construct capital assets werc 54,424,026 for the year ended iune

30, 2015. Depreciation and amortizat¡on charges for the year totaled 54,294,328.

The Municipality finances a significant portion of its construct¡on act¡vitles through bond issuances and

state and federal grants. The proceeds from bond issuances designated for construct¡on activlties are

committed ¡n ¡ts entirety for such purposes and cannot be used for any other purposes

Debt Admin¡strat¡on

The laws and regulat¡ons of the Commonwealth of Puerto Rico have establ¡shed a limitation for the

issuance of general obligation municipal bonds and notes for the payment of which the good faith,

cred¡t and taxing power of each mun¡c¡pality may be pledged.

The applicable laws and regulations also require that in order for a municipal¡ty to be able to issue

additional general obl¡gat¡on bonds and notes, such mun¡cipality must have suff¡cient "payment

capac¡ty". Act No. 64 provides that a mun¡c¡pal¡ty has suffic¡ent "payment capac¡ty" to incur addit¡onal

general obligation debt ¡f the deposits in such municipality's Redempt¡on fund and the annual amounts

collected w¡th respect to such municipality's Special Addit¡onal Tax, as projected by the Government

Development Bank for Puerto Rico, will be sufficient to service to maturity the Mun¡cipality's

outstanding general obligation debt and the add¡tional proposed Seneral obligat¡on debt ("PaYment

Capac¡ty").

The Municipal¡ty is required under applicable laws and regulat¡ons to levy the Special AdditionalTax ¡n

such amounts as shall be requ¡red for the payment of its general obligation municipal bonds and notes.

ln add¡tion, principal of and ¡nterest on all general obligat¡on municipal bonds and notes and on all

munic¡pal notes issued ¡n anticipation of the issuance of general obligation bonds issued by the
Nlunicipality constitute a first l¡en on the Municipality's Basic Tax revenues. Accordingly, the
Mun¡cipality's Basic Tax revenues would be ava¡lable to make debt service payments on general

obligat¡on municipal bonds and notes to the extent that the Special Additional Tax levied by the
Mun¡cipality, together w¡th moneys on deposit ¡n the Municipality's Redemption Fund, are not sufficient

to cover such debt service. lt has never been necessary to apply Basic Taxes to pay debt service on

general obl¡gat¡on debt of the Mun¡c¡pal¡ty.

Lzl. ,



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Management's D¡scussion and Analysis

June 30,2015

ECONOMIC FACTORS AND NEXT BUDGETS AND RATES

The Municipality rel¡es pr¡marily on property and municipal license taxes, as well as, federal and state
grants to carry out the governmental activit¡es. H¡stor¡cally, property and municipal license taxes have

been very predictable with ¡ncreases not generally exceed¡n8 ten percent. Federal grant revenues may

vary ¡f new grants are available but the revenue is also very predictable.

Those factors were considered when prepar¡ng the Municipal¡ty's budget for the 2015-2016 fiscal years.

There were no sign¡f¡cant changes between the budget for f¡scal yeat 2Ol4-2O15 and the one for fiscal
year 2013-2014.

FINANCIAL CONTACÍ

The Munic¡pal¡ty's f¡nanc¡al statements are des¡gned to present users (citizens, taxpayers, customers,
¡nvestors and creditors) w¡th a general overv¡ew of the Municipal¡ty's finances and demonstrate the
Mun¡c¡pality's' accountab¡l¡ty. lf you have any quest¡ons about the report or need additional financial
¡nformation, contact the Munic¡pal¡ty's D¡rector of Finance, Mr. Damián Pabón, at P.O. Box 1390, Vega

Alta, Puerto R¡co, 00692-1390.

(This space was intentionally left in blank)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUTY OF VE6A AITA
Statement of Net Position

June 30, 2015

L

I curentassets: 
assETs

L cash and cash equiválents (notes 1g and 3l

Total receivables

¡ Total curent assets
I
l- Noncurfe¡t Asiets:

Temporarily restrided cash and cash equ¡valents (notes 1g ánd 3)

I ¡nvestments
IL. Capitalassets, net ofaccumulated deprec¡at¡on

Receivablet net of allowance for doubtful accounts (note thl:

faxes:

Property taxes (note 5)

Sales taxes (note 4 b)

Municipal license taxes (note 4 a)

fotal taxes rece¡vable

Intergovemmental (note th and 7)

Other

and amortization (notes 1m and 8)

Total noncurrent assets

Total ássets

5 4s70,s19

5

127,727

18,L70

145,897

2,646,758

60,900

2,747,65a 2,893,555

7,464,074

27,670,@6

t17,706

52,L87,574

73,969,246

s 81¡31361

L

L

L

l-

L
The accompanying notes to the bas¡c f¡nanc¡al statement are an integral part ofth¡s statement.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Statement of Net Position
June 30,2015

I.IABILITIES

Current liabilities:

Accounts payable and other accruéd liábilit¡es (notes th)

lntergovernmental (note th and 7)

lnterest Payable

Christmas Bonus

LegalClaims

Deposits

Accrued compensated absences, excludiñB long-term poñ¡on (note 10)

Notes Payable Doral - current portion

Notes payablé CRIM - curent portion

Bonds payable (notes lq and 11)

Total current liab¡l¡t¡es

Noncurrent liab¡lities:

Accrued compensated absences, excluding curreñt portion (notes 10)

Bonds and notes payab¡e, excludingcuíent port¡on (notes lq and 11)

Note Payable 'ooral - net of cuÍent port¡on

Note Payable -CRIM - net ofcurrent port¡on

Total noncurrent liabilit¡es

Total liab¡l¡ties

Deferred lnflows of Resources:

Deferréd lnflow of Resources (notes 1n, 4 a)

s 926,656

2,453,738

694,1.42

192,500

36,898

950,758

717,706

10,430

7,746,000

7,762,a28

1,252,048

22,t21",000

166,900

23,539,944

30,702,776

1,44),340

NET POSITION

¡nvested ¡n cap¡talassets, net of related debt

Restricted for (1j):

Debt service

Federal and State Ass¡steñce

Other Specif¡c Purpose

fotal restricted net assets

trnrestri.Jed net asset

29,937,a02

3,834,183

13,614,2L0

17,508,393

7,842,O50

fotalnet assets

Total L¡ebilities and Net Position

49,288,245

s 81,433,361

The accompanying notes to the basic financial statement are an ¡ntegral part of this statement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAUry OF VEGA ALTA
Statement of Act¡v¡t¡es

Year Ended June 30, 2015

Frnctions/Prográms

Oper¿ting

Gr¿ntsand Cap¡tál Grants and

and Chant€s in Nét Assets

Governmental adiv¡ties:

General government

Urban and e€onomic development

Sanitation and enüromental control

Cuhure, recreat¡on and education

Public hous¡ng and welfáre

lnterest on boñdr notes, cap¡talleáse

oblisatio¡s and long-term debt(notes 11)

Total Sovernmental activities

73,094,694

1,456,576

1,985,7s1

4,057.229

\347,2O9

1,274,55,

1,456,236

6s3,255

5,311

{11,568,853)

(1.456,576)

(1,980,434)

l¡4,051,2291

(1,387,209)

(r80,099)

(1,456,235).

812,565

1,094,453

5 24,722,245 s 1,753,035 121,096,6431

Property láx€s lnote 5)

Municipal license taxes {note 4)

MunicipalSales Tax

Licenses and permit§

lntergovernmel'tal contr¡butions and reimbursements

lnvestment Earn¡ngs

Total generál revenues

Netchante in net assets

Other f¡n a ncial sour.e

Net position'beg¡nniñg of fi scal year, as re5táted

Net position'end of fiscal year

70,779,963

2,285,716

2,337,O24

395,545

15,r98,308

3,03s,4s9

141,735

1,370,555

70,346,O57

11,7s0,s88)

s1,038,833

49,244,245

The accompanying notes to the bas¡c f¡nancial statement are an ¡ntegral part of th¡s statement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Balance Sheet

6overnmental Funds
June 30, 2015

r l-
- -

l- l- t--

Malor

General

Fund

Debt S€rvlce

Ft¡nd

Total
Governmental

Fu¡ds

Other

S6,120,0001oan Governmental

Fund Funds

ASSETS

Unrestrlcted cash and cash equivalents (note 1t and 3)

Recelvables, net of allowance for doubtful accountsi

Taxes;

Property taxes (note 5)

fvlunlc¡pal llcense tax (note 4 a)

Sales Tax Recelvable (note 4 b)

Due from other funds fnote 6)

Due from Eovernmental entit¡es (note 7)

Other Reqe¡vable

lnvestments

Temporarlly restrlcted cash and cash

equ¡valents (note 19 and 3)

Totálessets 8,3!2,406

(This space was intentionally left in blank)

The accompany¡ng notes to the báslc flnanciál statement are an integral part of this statement.

6,?28,076

s 6,328,076

4,062F74

s 4,062,378

r7,s60

3r7,478

10,068

70,374,263

s 10,659,370

4,570,579

r8,770

727,727

154,558

2,638,633

60,900

17717 

_06

27,670,006

s 29,352,230

18,170

727,727

r47,008

2,32L,755

s0,832

!77,706

965,289

lTlPage



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AITA
Balance Sheet

Governmental Funds

Ju ne 30, 2015

General

Fune

Other

Governmental

Funds

Total

6overññentál

Funds

Debt Servi.e $6,120,000 l"oan

fund Fund

LIABILITIES

Account payable and accrued

liabilities (notes th)

DL.re to other funds (note 6)

lntergovernmeñtal (ñote 7)

Deposits

Bonds , notes and interests

Total liabilities

Deferred lnflow of Resources (notes 1n and 9)

217,9a2 s

2,326,471

36,898

26,A65 s

L6,273

s 926,656

764,568

2,453,738

36,898

2,493,893

s 3,834,183

334,272

10,925,522

2,575,504

4,234,775

21,444,737

S 29,362,230

627,809

748,29s

727,267

2,493,893

s 2,63s,3s1 5 2,493,A93 s 43,138 s 903,371 s 6,075,753

r,442,34O 1,442,340

FUND BAI.ANCES

Nonspendable

Restricted

Debt Servi€es Reserve

State and Federal asslstance

Other Purposes

Committed

Assigned

Unassigned

Totalfund balances

Total liabil¡ties and fund balances

s 3,834,183

4,019,240

234,272

6,906,242

2,5L5,s04

4,234,?!5

4,234,775 3,834,183

$ 8,312,406 5 6,328,076

4,0L9,240

5 4,O6237a

9,755,998

s 10,6s9,359.45

18 1!" iiii

The accompanying notes to the bas¡c financial statement are an integral part of this statement



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

Statement of Revenue, Expend¡ture and
Changes in tund Balances- Governmental Funds

Year ended June 30, 2015

R€VENUES:

Property taxes {note s}

Municipal lice¡r€ taxe§ (note 4a )

Mun¡cipal Sales taxes {note 4b )

Ucenr, permit and fnes

lnterBovernmental Revenues

lnvenment Earñings

Federal g.añts and contíbutions

Totálrevenues

EXP€NDITURES:

General 6ov€rnment

Hithway and Urban Oevelopment

Publicsafety

San¡tatioñ a¡d Envkomental control

Culture ánd education

Public hous¡nB añd welfare

Capitaloutlays

Pr¡ncipal (not€s 1q and 11)

lrtereston bondsa¡d notes Inotes 11)

Totalexpenditures

Excess lDeficiency) of revenues over(under)

spenditures

oTHER FTNANCING SOURCES {U5E5):

Proceeds from bondslnote 10 )

OperatinEtr.nferin from other furds (¡ot€ 6)

Operatingtransfer-outto otherfuñds (note 6)

Total orher nóancint soürce5 (uset

EXCETS IDEFtCIENCY) OF REVENUES ANO

oIHER FINANC|NG SOURCES OVER (UI{DERI

EXPENDITURES AND OTHER FINANCIAI USED

FUND SATANCES BEGTNNTN6 OF YEAR, (noted 13)

Pr¡d Period Adrürtñent

FUND EATANC€S AT END OF YEAR

oth€r Torál

$6,120,000Loan Governmentat Govemmental

Fund Fünd5 Funds

5 8,s21.667

2,285,776

1,555,824

345,110

La9O,Ss1

731,639

1,658,296 $

781,200

4,567

324,87

- s 10,a79,963

- 2,245,776

- 2,337,024

50,435 395,545

!,067,170 3,954.327

5,§29 741,135

1,731338 7.735,134

59,345 3a1.542

767'18s - 
________________ _______ru_ 1000,710

11,426,555 2,444,053 - 3,151,342 23,021,960

10,890,304

1,034,515

2,85¿660

840,348

722,424

57,073 2,011,096

2,235,469

5,317

5,614

30,907

\10a,111

2,295,457

13,146,883

1,039,432

2,a63,334

871,255

1,231,555

4,424,026

7.95-1,5441,957,544

75,402,724 3,413,410 Z,O71,aO5 5,702,350 26.990,693

1,,623,427 $69,7471 {2,07r"805) {2,s51,008} (3,968,734)

1,,456,266 1,456,266

4,233 773,699 - 61,431 839,363

(713,699) (4,233) {6!431} (839,363)

(769,466) 769,466

454,367 (200,281) (2,O1r,a06l

3,380,3s4 4,034,464 6,091046

{2,551,008)

12,307,008

{3,968,734)

25.417,472

§ 4,234,715 I 3,834183 S 4,019,240 S 9,756,000 5 21.A44,137

The accompany¡ng notes to the basic financial statement are an integral part of this statement.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Reconc¡l¡at¡on of Balance Sheet
Governmental Funds to the Net Position Statement

Year ended June 30, 2015

funount§ reported as Net A§sets for Govemmental Activh¡es in the Statement of Net Assets ¡s diffeaent than the
an¡ount reporled as Fund Balance ¡n the Govemmental fund Balance Sheet because:

fotal Fuñd Equ¡ty as Show on the Balance Sheet - Govémmental Funds

CapitalAsstes used ¡n govemmental act¡v¡t¡es are not financial resouaces and, therefore, are not reported in the
govemmental funds

Long-term liabil¡t¡es, induding bond paf¿bh, are not ao obligatio¡ of orrent f¡nancjal resources and, therefore, are

not reported ¡n the Sovernmental funds

Bonds, and othe. loog term debt

Accrued ob!¡Bat¡ons - Compensated Absences

Accrued oH¡F¿t¡ons - Cfiristmas Bonus

Lorg.terñ rcceh¡¿ble are not a receir/"¿ble of the current financial resources and, theaefofe, are not reported i¡ the
govemmental funds

Property tax
lnaergovemmental Recehr¿ble

Net Pos¡tion of Governrñenatl Activities

5 2t,u4,13t

s2,ra7 574

s-
4,L23 4a,D3

5 (2¿395,2831

12,2O2,Ml
(19¿sm) (24,791,589)

5 49,2§,245

(This space was intentionally left in blank)

The accompanying notes to the basic financ¡al statement are an integral part of this statement.
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Amounts reported for governmental adiv¡t¡es in the accompanying statement are d¡fferent because:

¡
! ruet ctrange ¡n fund balances as reported in the accompanying statement of fevenues, expenditures and changes in

- fund balances - govemmentalfunds S (3,968,734)

lr
L Governmental funds report capital outlays as expenditures. However, in the accompany¡ng statement of act¡v¡t¡es,

L
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF VEGA ALTA

Reconcil¡at¡on of Statement of Revenues, Expenditures

and Changes ¡n Fund Balances Governmental Funds to the Statement of Activ¡ties
Year ended June 30, 2015

(This space was intentionally left in blank)

The accompanying notes to the basic financial statement are an ¡ntegral part of this statement,

the cost of those assets is allocated over their estimated useful lives as depreciation expense.

¡
L Depreciation expense

I
I nepayment of bond and notes principal¡s recorded as expend¡tures ¡n the governmentalfundt butthe repaymentL' 

reduces long-term l¡abilities ¡n the statement of net assets.

I ¡rp"r¿itufes and revenue recorded for government-wide and not for governmental fundsL
Net change in net ass€ts as reported ¡n the accompanying statement of ad¡v¡t¡es

4,424,026

14,294,3281

1,957,544

13q904

5 (1,750,5881

L 21 lpase



COMMONWEALTH oF PUERTo R|co
MuNrcrPAUTY oF VEGA ALTA

Notes to Bas¡c F¡nancial Statements
June 30, 2015

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government Backf round lnformat¡on

The Mun¡c¡pality of Vega Alta of the Commonwealth of Puerto Rico (the "Municipal¡ty") is a
Iocal government const¡tuted in 1871 w¡th full legislative, fiscal and administrat¡ve powers to
operate as a government. The Mun¡c¡pality assumes responsibility for public safety, health and
sanitat¡on, public housing and welfare, culture and education, urban development and many
other general and administrative dut¡es.

The laws and regulations of the Commonwealth of Puerto Rico (the "Commonwealth") prov¡de

for separation of powers of the executive, legislat¡ve and judicial branches of the
Commonwealth's and the Mun¡cipal¡t¡es' Bovernments. The executive power of the
Mun¡cipality ¡s exercised by a Mayor, who is elected every four years and ¡s assisted by the
Adm¡nistrat¡ve Cabinet, which ¡s appointed by the Mayor. The leg¡slative power is exercised by
the Municipal Legislature, which is also elected every four years. The judiciary power is

exercised by the General lustice Court System of the Commonwealth, which has jurisdiction
over the M un ¡cipal¡ty.

Financial ReportinE Entitv

The account¡ng policies and financial reporting practices of the Municipality conform to the
accounting principles generally accepted in the United States of Amer¡ca ("GAAP") as applicable
to state and local governments.

Accord¡ng to GAAP, the financial report¡ng ent¡ty for the Mun¡cipality consists of: (L) the
primary government, which is composed of all municipal departments and units under the legal
and adm¡n¡strat¡ve control of the Mayor and the Municipal Legislature, and (2) all component
u nits.

ln evaluating how to define the Mun¡c¡pality for f¡nancial report¡ng purposes, the Munic¡pality's
management has addressed all potential ent¡ties and organizat¡ons that may be considered
component units accordin8 to the criteria set forth by Statement No. 14, Ihe Financial
Report¡ng Fntity, as amended by Statement No.39, Determ¡n¡ng Whether Certa¡n Orgon¡zot¡ons
dre Component Units, both ¡ssued by the Governmental Accounting Standards Board.

GAAP defines component units as those entit¡es that: (1) are legally separate organizations for
which the Munic¡pality's elected offic¡als are financ¡ally accountable, and (2) other organizations
for which the nature and sign¡ficance of their relationsh¡p with the Mun¡cipal¡ty are such that
exclusion of their financial statements from those of the Municipality would cause the
Municipality's basic financial statements to be misleading or ¡ncomplete. Financ¡al
accountability exists if the Municipal¡ty appoints a voting majority of the organizat¡on's
governing body, and if either one of the following conditions exist: (1) the Munic¡pal¡ty can
impose ¡ts will on the organization or (2) the potential for the organization to prov¡de specific
f¡nancial benef¡ts to, or impose specific financial burdens on, the Municipality.

A.

B.
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CoMMoNWEATTH oF PUERTo RIco

MuNrctpAUTy oF VEGA ALTA
Notes to Basic F¡nancial Statements

Ju ne 30, 2015

F¡nancial Reportins Entitv (cont.l

GASB Statement No. 39, which was early adopted by the Municipality on July 1., 2003, amended
the prov¡sions of GASB Statement No. 14 to provide additional guidance to determine whether
certa¡n organ¡zat¡ons for wh¡ch the Munic¡pal¡ty is not financially accountable should be
reported as component units based on the nature and signif¡cance of their relationship w¡th the
Munic¡pality. Generally, GASB Statement No. 39 requires reporting, as a d¡scretely presented
component un¡t, an organization that ra¡ses and holds economic resources for the d¡rect benefit
of a governmental entity. Such organizat¡ons are legally separate, tax-exempt entities that
meet all of the three specif¡c cr¡teria that address benefit, ent¡tlement or access, and
sign¡ficance.

The Mun¡c¡pal¡ty's management has concluded that, based on the aforementioned cr¡ter¡a,
there are no legally separate entities or organizat¡ons considered component un¡ts of the
M un¡cipal¡ty according to GAAP as of June 30, 2015 nor for the yea r then ended.

New Accountinq Pronouncements

Statement No.67 Finonc¡ol Report¡ng for Pens¡on Plons an amendment of GASB Statement No.
25-The objective of this Statement is to ¡mprove financ¡al reporting by state and local
governmental pension plans. Th¡s Statement results from a comprehensive review of the
effectiveness of ex¡st¡ng standards of accounting and financial reporting for pensions with
regard to prov¡ding decision-useful informat¡on, supporting assessments of accountability and
inter-per¡od equ¡ty, and creat¡ng additional transparency. This Statement replaces the
requ¡rements of Statements No. 25, Financial Report¡ng for Defined Benef¡t Pension Plans and
Note Disclosures for Defined Contribution Plans, and No. 50, Pension D¡sclosures, as they relate
to pension plans that are administered through trusts or equivalent arrangements (hereafter
jointly referred to as trusts) that meet certa¡n criter¡a. The requirements of Statements 25 and
50 remain applicable to pension plans that are not administered through trusts covered by the
scope of this Statement and to define contribution plans that prov¡de postemployment benefits
other than pensions.

Statement No. 68, Account¡ng and F¡nancial Reporting for Pensions, establishes accounting and
f¡nanc¡al report¡ng requirements related to pensions for governments whose employees are
prov¡ded with pensions through pension plans that are covered by the scope of this Statement,
as well as for non-employer governments that have a legal obligat¡on to contribute to those
pla ns.

This Statement and Statement 68 establish a definition of a pension plan that reflects the
primary act¡vities assoc¡ated with the pension arrangement-determining pensions,
accumulating and managing assets ded¡cated for pensions, and paying benefits to plan members
as they come due.

Th¡s Statement is effect¡ve for financial statements for fiscal years beginning after June 1,5,2014.

c.
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CoMMoNWEALTH oF PUERTo RIco

MUNICIPATIÍY oF VEGA ALTA
Notes to Basic Financ¡al Statements

Ju ne 30, 2015

New Accounting Pronouncements lcont,)

Statement No. 68 Account¡nq ond Finonciol Report¡ng for Pensions-an amendment of GASB
Statement No. 27 The primary objective of this Statement is to improve accounting and financial
report¡ng by state and local governments for pensions. lt also ¡mproves ¡nformation provided by
state and local governmental employers about f¡nancial support for pens¡ons that is provided by
other entit¡es. Th¡s Statement results from a comprehensive review of the effect¡veness of
ex¡sting standards of account¡ng and financial report¡ng for pensions w¡th regard to provld¡ng
decision-useful information, support¡ng assessments of accountability and inter-period equity,
and creating additional transparency.

Th¡s Statement replaces the requ¡rements of Statement No. 27, Accounting for pens¡ons by
State and Local Governmental Employers, as well as the requ¡rements of Statement No.
50, Pension Disclosures, as they relate to pensions that are provided through pension plans
adm¡n¡stered as trusts or equivalent arrangements (hereafter jointly referred to as trusts) that
meet certa¡n criter¡a. The requirements of Statements 27 and 50 remain applicable for pensions
that are not covered by the scope of this Statement.

Statement No. 67, Financial Report¡ng for Pension Plans, revises existing standards of financial
report¡ng for most pension plans. This Statement and Statement 67 establ¡sh a def¡nit¡on of a

pension plan that reflects the pr¡mary act¡vit¡es associated with the pension arrangement-
determ¡ning pensions, accumulating and managing assets dedicated for pensions, and paying
benefits to plan members as they come due.

This Statement is effective for fiscal years beginning after June 15,2014.

Measurement Focus and Basis of Account¡ng

The term measurement focus refers to what is being expressed in reporting financial position
and performance, that is, wh¡ch resources are being measured in the accompany¡ng bas¡c
f¡nancial statements. Two different measurement focuses have been appl¡ed in the
accompany¡ng basic financial statements: (1) the flow of current financial resources and (2) the
flow of econom¡c resources. Bas¡s of account¡ng refers to when transact¡ons have been
recognized in the accompanying basic financ¡al statements.
GAAP provides for the use of two d¡fferent bases of accounting, which have been used in the
accompanying bas¡c financial statements: (1) the accrual basis and (2) the modified accrual
bas ¡s.

The accompanying government'wide financial statements are reported us¡ng the econom¡c
resources measurement focus and the accrual bas¡s of accounting. Accordingly, revenues are
generally recorded when earned and expenses are generally recorded when a liab¡lity is

incurred, regardless of the t¡m¡ng of related cash flows. Grants and s¡m¡lar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met. All
s¡gn¡ficant inter-fund activities have been eliminated from these government-wide financ¡al
statements.
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D. Measurement Focus and Bas¡s ofAccounting (cont.l

The accompanying fund financial statements are reported using the current f¡nancial resources
measurement focus and the modified accrual basis of accounting. Revenues are generally
recognized as soon as they are both measurable and available (that is, earned and collected or
expected to be collected with¡n the next 90 days following the fiscal year-end) to pay liabil¡t¡es
of the current per¡od, except property tax revenues, for which the availability period ¡s 6O days.

ln apply¡ng the susceptible to accrual concept to ¡nte rgovernme nta I revenue in the
accompanying fund financial statements, there are essent¡ally two types of revenue. For the
major¡ty of grants, moneys must be expended by the Municipality on the specif¡c purpose or
project before any amounts will be reimbursed. Revenue is, therefore, generally recognized as

expenditures are incurred. For the other revenue, moneys are virtually unrestricted and are
generally revocable only for failure to comply with prescribed compliance requ¡rements. These
resources are generally reflected as revenue at the t¡me of rece¡pt or earl¡er ¡f the susceptible to
accrual criteria is met.

ln the accompany¡ng fund financial statements, expenditures and related l¡ab¡lities are generally
recorded in the accounting per¡od ¡n which the liability is ¡ncurred, except for: (1) princ¡pal
payment and ¡nterest on long-term obligations, which are recorded when due, except for
principal and interest due ¡n luly 1 of the following fiscal year wh¡ch are recorded when
resources are available ¡n the debt service funds (generally June 30); and (2) vacation leave, sick
leave, Chr¡stmas bonuses, obligations under cap¡tal leases, amounts subiect to judgments under
lit¡gat¡on, and other long-term obligat¡ons, which are recorded under the accrual basis of
accounting in the accompany¡ng government-wide financial statements.

¡n December 1998, the Governmental Accounting Standards Board ¡ssued Statement No.33,
Account¡ng ond Financiol Report¡ng for Non-exchonge Tronsoctions ("GASB 33"), effective for
financ¡al statement for periods after June 15, 2000, which the Municipality adopted on July 1,

2003. Th¡s statement established account¡ng and report¡ng standards for non-exchange
transactions ¡nvolving cash and financial or cap¡tal resources (for example, most taxes, grants
and private donations). ln a non-exchange transaction, a government gives (or receives) value
without directly rece¡v¡ng (or g¡v¡ng) equal value ¡n return.

This is different from an exchange transact¡on, in which each party rece¡ves and gives up
essent¡ally equal values. The statement groups non-exchange transactions of governments ¡nto
four classes, based on the¡r principal cha racter¡st¡cs: (a) derived tax revenue; {b) imposed non-
exchange revenue; (c) government mandated non-exchange transactions; and (d) voluntary
non-exchange transactions.

The adoption of th¡s statement altered significantly the bas¡s of account¡ng used by the
Municipality for the recognit¡on of revenue and expenditures and related assets and liab¡l¡t¡es,
as described above. The effect of the adoption of this pronouncement has been reported as

changes in accounting princ¡ples ¡n the accompanying basic financial statements. Accordingly,
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D. Measurement Focus and Basis ofAccountinq lcont.)

the cumulate effects of such transact¡ons have been reported retroact¡vely as restatements of
fund balances at luly 1, 2003.

E. Ma¡or and Non-ma¡or Funds

Under the provisions of GASB 34, the Munic¡pal¡ty is required to segregate funds among major
and non-ma.ior cateBories w¡thin the fund financial statements. Major ¡nd¡vidual governmental
funds are reported as separate columns in the accompanying fund f¡nanc¡al statements, while
data from all non-major governmental funds are aggregated ¡nto a single column, regardless of
fund type. At m¡nimum a fund is considered major if: (1) it ¡s the primary operat¡ng fund of the
Mun¡c¡pality (¡.e. the general fund) or; (2) meets both of the following criteria:

(a) Total assets, l¡ab¡lities, revenues or expenditures of that ¡nd¡vidual governmental
fund are at least 10 percent of the corresponding total for all funds of that category
or type; and,

(b) Total assets, liab¡lities, revenues, or expenditures of the individual governmental
fund are at least 5 percent of the correspond¡ng total for all governmental funds
co m bin ed.

Based on the above-mentioned criteria, the Mun¡cipal¡ty's general fund, the debt service fund,
and S6,120,000 Loan are the only three funds that qualify as major funds for the fiscal year
ended June 30,20L5, and accord¡ngly, have been reported as major funds in the accompanying
fund financial statements. All other governmental funds of the Mun¡cipality are considered
non-major for financ¡al reporting purposes.

The Mun¡cipality's budget is adopted ¡n accordance w¡th a statutory basis of accounting, which
is not in accordance with GAAP. Revenue ¡s generally recognized when cash is received.

F. Statutorv (Budsetarv) Accountins

Expenditures are generally recorded when the related expenditure is incurred or encumbered.
Available appropr¡at¡ons and encumbrances are established to lapse one year after the end of
the fiscal year. Amounts required to settle claims and judgments against the Mun¡cipality, and
certain other liabilities, are not recognized until they are encumbered or otherwise processed
for payment.

ln the governmental funds, encumbrance accounting is a under the statutory basis of
accounting, the Municipality uses encumbrance accounting to record the full amount of
purchase orders, contracts and other comm¡tments of appropr¡ated resources as deduct¡ons
from the appropriation pr¡or to actual expenditure signif¡cant aspect of budgetary control.

26 | : .



CoMMoNWEALTH oF PUERTo RIco

MUNICIPALITY oF VEGA ALTA

Notes to Basic Financ¡al Statements
Ju ne 30, 2015

F. Statutorv fBudeetarv) Accountinp fcont.)

The accompany¡ng budgetary compar¡son schedule - general fund, only presents the
information for the general fund, which is the only Mun¡cipality's fund with a legally adopted
budget, as required by GMP.

Because accounting principles applied for purposes of developing data on a budget basis differ
signif¡cantly from those used to present f¡nancial statements in conform¡ty w¡th GAAP, a

reconciliation of differences in the def¡c¡ency of revenues and other financing sources under

expenditures and other uses of financial sources for the year ended June 30, 2015 was
presented for the general fund as part of the accompanyinB budgetary compa rison schedu le.

G. Cash and Cash Eouivalents

The Municipality's cash and cash equ¡valents are composed of cash on hand, demand deposits,

and short-term ¡nvestments in certificates of depos¡t with or¡g¡nal matur¡t¡es of three months or
less from the date of acquis¡tion,

The Mun¡cipal¡ty follows the practice of pooling cash and cash equivalents. The balance in the
pooled cash accounts is available to meet current operating requirements and any excess is

invested ¡n var¡ous ¡nterest-bear¡ng deposits with pr¡vate commerc¡al banks.

Cash with fiscal agent ¡n the debt service fund represents additional property tax collections
retained by the Mun¡cipal Revenue Collection Center {"CR|M", by its Span¡sh Acronym), a

mun¡c¡pal corporation (not a component un¡t of the Commonwealth or of the Mun¡c¡pality) and

add¡tional potion of sales taxes collected and distributed by P.R. Treasury Department and

depos¡ted ¡n P.R. Governmental Bank. such cash balances are restricted for the payment of the
Municipality's debt serv¡ce, as established by law.

H. Receivables and Pavables

Activity between funds that are representative of lending,/borrowing arrangements outstanding
at the end of the f¡scal year are referred to as e¡ther "due tofrom other funds" (i.e. the current
portion of inter-fund loans).

fax receivables ¡n the general fund represent amounts owed by taxpayers principally for
individual and corporate property taxes, municipal license taxes and construct¡on exc¡se taxes.

A portion of these tax receivables is recognized when they become measurable and available

based on actual collections during the 60 days following the fiscal year-end related to tax
returns due before year-end. Tax receivables also include amounts owed by taxpayers from
taxable years pr¡or to June 30,2015, estimated to be collect¡ble but not currently available, as a

result of the adoption of GASB 33.
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Receivables and Pavables fcont.l

Accounts receivables are stated net of est¡mated allowances for doubtful accounts, which are

determ¡ned based upon past collect¡on exper¡ence and current economic condit¡ons.

lntergovernmental receivables mainly represent amounts owed to the Municipal¡ty by the
Commonwealth and the federal government of the United States of America for: (1)

¡ntergovernmental charges, and (2) for reimbursement of expenditures incurred pursuant to
federally funded pro8rams, respectively. ln the accompany¡ng government-wide financial
statements, receivables consist pr¡nc¡pally of all revenues earned at year-end and not yet

received. Allowances for doubtful accounts are based upon historical trends and the per¡od¡c

ag¡ng of accounts receivable.

Major receivable balances for the governmental activit¡es include municipal license taxes,

property taxes and construction excise taxes, among others.

Non-exchange transact¡ons collect¡ble but not ava¡lable are deferred in the accompany¡ng fund
financ¡al statements ¡n accordance w¡th the modified accrual basis of accounting, but not
deferred in the accompanying government-wide f¡nanc¡al statements ¡n accordance with the
accrual basis of accounting. lnterest ¡ncome is recorded when earned only ¡f collected w¡thin 90

days after year-end since they would be considered both measurable and ava¡lable. Allowances
for uncollectible accounts receivable are based upon h¡storicaltrends and the period¡c aging of
accounts rece¡vable.

lnventories and Prepaid Expenses

lnventories cons¡st of materials and supplies held for consumption. Generally, ¡nventories and
prepaid expenses are valued at cost and predominantly on the first-in, f¡rst-out bas¡s.

Governmental fund inventories and prepaid expenses are recorded as expenditures
(consumpt¡on method) when purchased rather than capital¡zed as an asset. Only significant
amounts of inventory and prepaid expenses at the end of the year would be capitalized, if any,

in the governmental funds. However, inventories are always capital¡zed (purchase method) in
the statement of net pos¡tion.

J, Temporarilv Restr¡cted Assets

Certain cash and cash equivalents set as¡de by the general fund, the cap¡tal projects fund and

the special revenue fund are classif¡ed as temporarily restr¡cted assets s¡nce the¡r use ¡s limited

For: (a) the compliance w¡th debt service requirements of bonds and notes payable as

established in the respect¡ve debt agreements, (b) the funding of construct¡on and permanent

¡mprovement projects, and (c) the funding of federal and state sponsored programs.
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K. lnter-fundTransactions

Permanent reallocat¡ons of resources between the Mun¡c¡pafity's funds are class¡f¡ed as inter-
fund transfers. The Municipality has the following types of transactions recorded among funds
in the accompanying fund financial statements:

I Operoting Transfers - Legally requ¡red transfers that are reported when incurred as

"operating transfers-¡n" by the recip¡ent fund and as "operat¡ng transfer-out" by the
disbursing fund.

. lnter-fund Poyments (Quasiexternal Transoctions) - Charges or collections for services

rendered by one fund to another that are recorded as revenue of the recipient fund and as

expend¡ture of the disbursing fund.

For the purposes of the accompany¡ng government-wide statement of activ¡t¡es, all inter-fund
transfers between individual governmental funds have been el¡m¡nated.

CapitalAssets

The account¡ng and report¡ng treatment appl¡ed to the cap¡tal assets associated w¡th a fund are

determ¡ned by its measurement focus. General capital assets are long-lived assets of the
Mun¡c¡pality as a whole, such as land, land improvements, easements, buildings, building
improvements, vehicles, machinery, equipment, works, ¡nfrastructure and all other ¡ntang¡ble

assets that are used in the operat¡ons of the Municipality and that have initial useful l¡ves

extending beyond a single reporting period (fiscal year). lnfrastructure assets are generally

immovable in nature and include roads, bridges, streets and sidewalks, dra¡nage systems and

other s¡milar assets. ln the accompany¡ng government-w¡de statement of net pos¡tion, all

individual cap¡tal assets over the threshold amount of S500 have been capitalized and

depreciated.

ln the accompany¡ng government-w¡de statement of net pos¡t¡on, all capital assets are valued

at the¡r h¡stor¡cal cost or est¡mated historical cost if actual ¡s unavailable, except for donated
cap¡tal asseU which are recorded at the¡r est¡mated fair value at the date of donation.
Estimated historical cost was used to value the majority of the assets acqu¡red pr¡or to June 30,

2015. The costs of normal ma¡ntenance and repairs that do not add value to the asset or
mater¡ally extend capital asset l¡ves are not cap¡talized.

All capitalized assets are deprec¡ated over their est¡mated useful lives under the straight-line
method. All individual capital assets under the above mentioned capital¡zat¡on threshold are

charged directly to expense in the accompanying government-wide statement of act¡v¡t¡es.
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Equ¡pment held under capital leases is deprec¡ated under the shorter of its est¡mated useful life
of the assets or the lease term. Cap¡tal assets are recorded as cap¡tal outlays expend¡tures ¡n
the acquir¡ng fund for the purposes of the accompanying statement of revenues, expend¡tures
and changes in fund balances - governmental funds.

M. Deferred lnflows of Resources

The Munic¡pal¡ty reports Deferred lnflows of Resources on its basic f¡nanc¡al statements.
Deferred lnflows of Resources arises when potential revenue does not meet both the
"measurable" and "available" criteria for revenue recognit¡on in the current period. Available is
defined as due (or past due) at June 30, and collected within 60 days (60 days for property
taxes) thereafter to pay obligations due at June 30. Deferred lnflows of Resources also arise
when the Mun¡c¡pal¡ty receives resources before ¡t has a legal claim to them. ln subsequent
periods, when the revenue recognit¡on cr¡terion ¡s met, or when the Mun¡c¡pality has a legal
claim to the resources, the l¡abil¡ty for Deferred lnflows of Resources is removed and revenue is
recognized. Deferred lnflows of Resources at the government-wide level arise only when the
Munic¡pal¡ty rece¡ves resources before it has a legal cla¡m to them. Deferred lnflows of
Resources at June 30, 2015 amounted lo 51,442,340 in the accompany¡ng government_wide
statement of net posit¡on and balance sheet - governmental funds, respectively.

CoMMoNWEALTH oF PUERTo RIco
MUNICIPATITY oF VEGA ALTA
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June 30,2015

Cap¡tal Assetsfcontl

The est¡mated useful lives of major cap¡tal asset categories are:

[and improvements
Building and bu¡ldings ¡mprovements
lnfrastructure
Motor veh¡cles
Furniture and fixtures
Machinery and equ¡pment

20 years

50 years

20 to 50 years

7 to 10 years

5 to 20 years

5 to 20 years

for under the prov¡sions of Statement No. 16,
issued by the Governmental Account¡ng Standards

N. Comoensated Absences

Compensated absences are accounted
Accounting for Compensoted Absences,
Board (GASB 16).

Compensated absences include paid t¡me off made available to employees in connection with
vacat¡on, sick leave and compensatory time. Accord¡ng to GASB 16, the liability for
compensated absences recorded in the accompany¡ng government-w¡de statement of net
position ¡s strictly l¡m¡ted to leave that: (1) ¡s attr¡butable to serv¡ces already rendered on or
before June 30, 2015, and (2) is not cont¡ngent on a specific event (such as illness) that ¡s

outside the control of the Municipality and the employee. The liab¡lity for compensated
absences, include salary-related costs, which are directly and incrementally related to the
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Compensated Absences {cont.l

amount of salary pa¡d to the employee (such as employer's share of Soc¡al Secur¡ty taxes,

Medicare taxes, employer contr¡but¡ons to retirement system and others).

The vacation policy of the Mun¡cipal¡ty provides for the accumulation of regular vacations at a
rate of 2.5 days per month (30 days per year). Employees accumulate regular sick leave at a

rate of 1.5 days per month (1.8 days per year). Employees accumulate compensatory t¡me at a
rate of 1.5 times the overtime worked. All vacation and sick leave days accumulated by

employees in excess of 30 days and 90 days, respect¡vely, are paid to employees each year ¡f

not consumed, as required by law. ln the case of compensatory t¡me, the excess of 240 hours is

paid to employees each year, if not consumed. Upon term¡nat¡on of employment, an employee
rece¡ves compensat¡on for all accumulated unpaid regular vacation leave at the current rate. ln

the case of regular sick leave, ¡f the employee terminates his or her employment w¡th the
Mun¡cipality before reach¡ng L0 years of services, such regular sick leave days ¡s not pa¡d to the
employee. Upon term¡nation of employment, an employee does not receive compensation for
compensatory time, if not consumed. After 10 years of serv¡ces any regular sick leave balance is

pa¡d to the employee. Accumulated vacation time is fully vested to the employees at any time.
At June 30, 2015, the Mun¡c¡pal¡ty has recorded a liability for compensated absences

amount¡ng to S2,202,806 ¡n the accompanying government-wide statement of net position.

Claims and Judgments

The est¡mated amount of the l¡ab¡l¡ty for claims and judgments, which is due on demand, such

as from adjudicated or settled claims, is recorded in the generalfund if any.

Lone-Term Debt

All long-term debt to be repaid from governmental resources is reported as liab¡l¡t¡es in the
government-w¡de statement of net pos¡t¡on, except for principal and interest payment on long-

term obl¡gations due in .luly 1 of the following fiscal year, which is recorded in the fund financial
statements when resources are ava¡lable in the debt service fund (generally at June 30). Bonds

and notes prem¡ums and discounts, as well as, issuance costs, are deferred and amort¡zed over

the l¡fe ofthe debt in the accompanying government-wide financ¡al statements.

Long-term debt for governmental funds is generally not reported as l¡ab¡l¡t¡es in the fund
financial statements.

ln the Eovernmental fund financial statements, governmental funds recognize bond premiums

and d¡scounts, as well as bond issuance costs, during the current period.

The face amount of the debt ¡ssued ¡s reported as other financ¡ng sources. Premiums received

on debt issuance are reported as other financing sources while discounts are reported as other
financing uses.

o.

P.
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Risk Financine

The Mun¡c¡pality purchases commercial ¡nsurance cover¡ng casualty, theft, tort claims, and
other losses. The Commonwealth, through ¡ts Department of Treasury, pays the insurance
prem¡ums on behalf of the Municipal¡ty and then is reimbursed each year through monthly
equal payments. The current insurance policies have not been canceled or terminated. For
workers' compensat¡on and disabil¡ty insurance, the Munic¡pal¡ty obta¡ns insurance coverage
through the State lnsurance Fund Corporat¡on (a component unit of the Commonwealth) and
the Occupational Disability Fund (which is a trust fund admin¡stered by the Department of
Labor and Human Resources ofthe Commonwealth).

Total Columns

Total columns on the fund financial statements are presented only to facil¡tate financ¡al
analysis. Data ¡n these columns does not present consol¡dated financ¡al pos¡tion or results of
operat¡ons ¡n conformity w¡th GAAP. Such data is not comparable to a consol¡dation since
¡nter-fund el¡minat¡ons have not been made in the accompanying fund financial statements.

Use of Est¡mates

The preparat¡on of basic financial statements in conformity with account¡ng principles generally
accepted in the United States of America requires the Mun¡c¡pal¡ty's management to make
siSnif¡cant est¡mates and assumpt¡ons that affect the reported amounts of assets and liabilities
and the disclosure of cont¡ngent assets and l¡ab¡l¡t¡es at the date of the bas¡c financ¡al
statements and the reported amounts of revenue and expenses during the reporting per¡od.
Actual results could differ from those est¡mates.

Future Adopt¡on of Accountins Pronouncements

The GovernmentalAccount¡ng Standards Board (6A5B) ¡ssued the follow¡ng pronouncements
that have effect¡ve dates after June 30, 2015:

. Statement No. 65 /tems Prev¡ously Reported os Assets ond Liob¡lit¡es-lhis Statement
establishes account¡ng and financial reporting standards that reclassify, as deferred
outflows of resources or deferred inflows of resources, certa¡n ¡tems that were previously

Reported as assets and liabil¡t¡es and recognizes, as outflows of resources or inflows of
resources, certa¡n ¡tems that were previously reported as assets and liabilities.

Concepts Statement No. 4, Elements of Financial Statements, introduced and defined the
elements included in f¡nancial statements, includ¡ng deferred outflows of resources and
deferred inflows of resources. ln add¡tion, Concepts Statement 4 prov¡des that report¡ng a

deferred outflow of resources or a deferred inflow of resources should be lim¡ted to those
instances ident¡f¡ed by the Board in author¡tat¡ve pronouncements that are established

R.

s.

T.
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T. Future Adoot¡on ofAccountinq Pronouncements (contl

after appl¡cable due process. Prior to the issuance of th¡s Statement, only two such
pronouncements have been issued. Statement No. 53, Account¡ng and F¡nanc¡al Reporting
for Der¡vative lnstruments, requires the report¡ng of a deferred outflow of resources or a

deferred inflow of resources for the changes in fair value of hedging derivat¡ve ¡nstruments,
and Statement No. 60, Accounting and Financial Reporting for Service Concession
Arran8ements, requ¡res a deferred inflow of resources to be reported by a transferor
government ¡n a qual¡fy¡ng service concession arrangement. Th¡s Statement amends the
financialstatement element class¡fication of certain ¡tems previously reported as assets and
l¡ab¡lities to be cons¡stent w¡th the def¡n¡tions ¡n Concepts Statement 4.

Th¡s Statement also provides other financial report¡ng guidance related to the impact of the
financial statement elements deferred outflows of resources and deferred inflows of
resources, such as changes ¡n the determination of the ma.ior fund calculat¡ons and l¡m¡t¡ng

the use of the term deferred in financial statement presentat¡ons.

The provisions of th¡s Statement are effective for financ¡al statements for periods beginning
after December 15, 2014. Earlier appl¡cat¡on ¡s encouraged.

The Municipality has not yet determ¡ned the effect this statement will have on the
Municipal¡ty's financ¡al statements.

. Statement No.69 Government Comb¡not¡ons ond Disposols of Government Operotions- This

Statement establishes accounting and f¡nancial reporting standards related to government

combinat¡ons and disposals of government operations. As used in this Statement, the
leÍm government comb¡not¡on includes a variety of transactions referred to as mergers,

acqu¡sitions, and transfers of operations.

The d¡st¡nct¡on between a government merger and a Bovernment acqu¡s¡tion is based upon

whether an exchange of s¡gn¡ficant consideration is present w¡thin the comb¡nation
transaction. Government mergers include combinat¡ons of legally separate ent¡ties without
the exchange of significant cons¡deration. This Statement requires the use of carrying values

to measure the assets and liab¡lities in a Sovernment merger.

Conversely, government acquisit¡ons are transactions in which a Sovernment acqu¡res

another entity, or its operat¡ons, in exchange for sign¡f¡cant consideration.

This Statement requires measurements of assets acquired and l¡abilities assumed generally

to be based upon their acqu¡sit¡on values. This Statement also provides guidance for
transfers of operations that do not constitute ent¡re legally separate entities and in which no

sign¡f¡cant cons¡deration is exchanged. Th¡s Statement defines the term operotionsfor
purposes of determ¡ning the appl¡cabil¡ty of th¡s Statement and requires the use of carrying
values to measure the assets and l¡ab¡lities in a transfer of operations.
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T. future Adoption of Account¡ns Pronouncements fcontl

A disposal of a government's operat¡ons results in the removal of specific act¡v¡ties of a

government. This Statement provides accounting and financial report¡ng guidance for
disposals of government operat¡ons that have been transferred or sold.

Th¡s Statement requires disclosures to be made about government combinat¡ons and

disposals of government operat¡ons to enable f¡nanc¡al statement users to evaluate the
nature and financial effects of those transact¡ons.

The requirements of th¡s Statement are effect¡ve for government comb¡nat¡ons and
disposals of government operat¡ons occurr¡ng in financial report¡ng periods beginning after
December 15,2075, and should be applied on a prospect¡ve bas¡s. Earl¡er appl¡cat¡on ¡s

encouraged.

The Mun¡c¡pal¡ty has not yet determined the effect this statement w¡ll have on the
Munic¡pal¡ty's financial statements.

2. STEWARDSHIP, COMPTIANCE, AND ACCOUNTABILITY

The Munic¡pality's general fund ¡s the only governmental fund for which an annual budget is legally

adopted. The Municipality's elected Mayor ¡s legally required to prepare and subm¡t to the elected
Munic¡pal Leg¡slature an annual balanced budget for the ensuing fiscalyear. The annual budget is

prepared by the Mun¡c¡pal¡ty's Department of Finance, and takes into cons¡deration the advice
provided byall municipal departments and d¡vis¡ons. The appropr¡at¡ons made for any fiscal year

shall not exceed the total revenues, including available surplus, est¡mated for said fiscalyear, unless

the ¡mpos¡t¡on of taxes suff¡c¡ent to cover said appropriations is provided by law.

The annual budget, which is developed ut¡liz¡ng elements of performance-based program budgeting
and zero-based budgeting, includes an estimate of revenues and other financing resources of the
ensuing fiscal year under: (1) laws existing at the time the budget ¡s subm¡tted; and (2) municipal
legislative measures proposed by the Mayor and submitted with the proposed budget, as well as the
Mayor' recommendations as to appropr¡at¡ons that ¡n his judgment are necessary, convenient, and

in conform¡ty with the four-year governmental plan adopted by the Municipality.

The Mun¡c¡pal Leg¡slature may amend the budget submitted by the Mayor but may not ¡ncrease any

¡tems so far to cause a def¡cit w¡thout ¡mposing taxes or ident¡fy¡ng other sources of revenue to
cover such deficit. Upon approval by the Municipal Leg¡slature, the budget is referred to the Mayor
who may decrease or eliminate any line item but may not increase or insert any new line item in the
budget. The Mayor may also veto the budget in its entirety and return it to the Municipal
Legislature with his objections.

lf a budget is not adopted pr¡or to the end of the fiscal year, the annual budget for the preceding

fiscal year, as approved by the Leg¡slature and the Mayor, is automatically renewed for the ensuing

f¡scal year until the Mun¡cipal Legislature and the Mayor approve a new budget. This permits the.
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2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTAB|UTy (cont.)

Municipality to continue mak¡ng payments for its operations and other purposes until the new
budget is approved

The Munic¡pal¡ty's annual budget is prepared on the budgetary basis of accounting, wh¡ch is not ¡n

accordance w¡th GAAP. Accordingly, for budgetary purposes the Mun¡c¡pal¡ty uses encumbrance
accountinS. The encumbrances (principally purchase orders and contracts) are considered
expenditures when a comm¡tment ¡s made. For GAAP reporting purposes, encumbrances
outstanding at year-end are reported as reservat¡ons of budgetary appropr¡at¡ons and GAAp fund
balances and do not const¡tute expenditures or l¡ab¡l¡ties on a GAAP basis because the
comm¡tments will be honored during the subsequent year. The encumbered balance of any
appropriation of the general fund at the end of the fiscal year will lapse to the following fiscal year.
ln add¡t¡on, the Municipal Leg¡slature may d¡rect that certain revenues be reta¡ned and made
ava¡lable for spend¡ng with¡n a spec¡f¡c appropriation account.

Generally, expenditures may not exceed the level of spending authorized for an lndividual
department or div¡s¡on of the Mun¡c¡pality. However, the Municipality ¡s statutor¡ly requ¡red to
satisfy the debt serv¡ce requ¡rements, regardless of whether such amounts are appropr¡ated or not.

Appropriat¡ons are enacted for certain departments and divisions. Appropriations for capital
projects are made for each bond/note issue and the author¡zation continues for the expected
construct¡on per¡od.

The Mun¡cipality's F¡nance Department has the responsibility to ensure that budgetary spending
control is maintained on an individual department/division bas¡s. The Finance Department may
transfer part or all of any encumbered balance w¡th¡n a department to another department subject
to approval. Budgetary control ¡s exercised through the Munic¡pal¡ty's account¡ng system. This
system ensures that encumbrances or expenditures are not processed if they exceed the
de pa rtm ent/d¡vis ¡on's total availab¡e spend¡ng authorizat¡on, which is considered its budget. The
legal level of budgetary control ¡s at the individual department level for the general fund
expend¡tures, principal and interest due for the year for the debt service fund, and by bond/note
authorization for capital expenditures.

3. CASH AND INVESTMENTS

The balances deposited in 6DB are uninsured and uncollateral¡zed. The balances depos¡ted ¡n

commercial banks are insured by the Federal Depos¡t lnsurance Corporat¡on. However, under the
laws and regulations of the Commonwealth, public funds deposited in commerc¡al banks must be
fully collateralized for the amount depos¡ted in excess of federal depository insurance provided by
theFDlC. Al¡ secur¡ties pledged as collateral are held by an agent of the Secretary of the Treasury
of the Commonwealth ¡n the name of the Mun¡c¡pal¡ty.
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3. CASH AND INVESTMENTS (cont.)

Municipality follows the pract¡ce of pooling cash. At June 30,2015, the pool cash account in ¡nterest
bearing commercial banks accounts had a balance of 59.1 million of which 54.5 m¡llion are ¡n the
General Fund, and 54.6 million in Other Governmental Funds, all was depos¡t in Popular Bank of
Puerto R¡co.

The Mun¡c¡pality mainta¡n a cert¡fied of deposil of 5772,256 with a commerc¡al bank which served
as a collateral for the Doral Notes Payable described ¡n note 11.

Munic¡pal¡ty follows the prov¡sions of GASB Accounting Standards Codif¡cat¡on Sect¡on C20, Cash

Depos¡t with F¡nanc¡al lnstitutions, related w¡th cash deposit and interest-earning ¡nvestment
contract with f¡nancial ¡nstitut¡ons. Accordingly, the following is essent¡al ¡nformat¡on about credit
r¡sk, interest rate r¡sk, custodial cred¡t risk, and foreign exchange exposure of deposits and
¡nvestments at June 30, 2015:

A. Credit Risk

This is the r¡sk that an issuer or other counterparty to an ¡nvestment will not fulfill its obligations.
At June 30, 2015, the Mun¡cipal¡ty has invested only in cash equivalents of $5.0 million consisting
of deposit ¡n commerc¡al bank accounts, which are insured by the FDIC, generally up to a maximum
of 5250,000. As prev¡ously ment¡oned, public funds depos¡ted by the Mun¡cipality ¡n commercial
banks must be fu lly collateralized for the amounts depos¡ted in excess of the FDIC coverage.

B. custodial cred¡t Risk

This is the r¡sk that, in the event of the failure of a depository financial institution, the Mun¡c¡pality
w¡ll not be able to recover ¡ts cash and investments or w¡ll not be able to recover collateral
securities that are ¡n the possession of an outs¡de party.

Pursuant to the lnvestment Guidelines for the Government adopted by GDB, the Munic¡pal¡ty may
¡nvest ¡n obligations of the Government, obl¡gations of the Un¡ted States, certif¡cates of depos¡t,

commercial paper, banker's acceptance, or in pools of obl¡gations of the munic¡palit¡es of Puerto
R¡co, which are managed by GDB. At iune 30, 2015, the Mun¡c¡pality has balances deposited in
commercial banks amounting to S5.0 million which are insured by the FDIC up to the establ¡shed
l¡mlt and the excess are fully collateralized as explained above. Deposits in GDB, amountinB to
520.2 million are uninsured and uncollateralized. However, no losses related to defaults by GDB on
deposit transactions have been incurred by the Mun¡cipality through June 30, 2015. lt is

management's policy to only maintain depos¡ts in banks affiliated to FDIC to min¡mize the custodial
credit r¡sk, except for GD8.

C. lnterest Rate R¡sk

This ¡s the risk that changes in ¡nterest rates of debt ¡nvestments will adversely affect the fair value
of an ¡nvestment. The Munic¡pality manages its exposure to declines in fair values bv: (1) not
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C. lnterest Rate R¡sk

including debt or equity investments ¡n ¡ts ¡nvestments portfol¡o at June 30, 2015, (2) l¡mitinB the
weighted average maturity of its investments ¡n cert¡ficates of deposit to per¡ods of three months
or less, and (3) keep¡ng most of its banks deposits ¡n cert¡f¡cates of deposit and in ¡nterest bear¡ng
accounts generat¡ng ¡nterest at prevail¡ng market rates.

D. Foreign Exchange Risk

This is the risk that changes in exchange rates will adversely affect the value of an investment or a

deposit. According to the aforement¡oned investment guidelines, adopted by the Mun¡c¡pal¡ty, the
Mun¡c¡pality ¡s prevented from ¡nvest¡ng ¡n foreign securities or any other types of investments for
which foreign exchange risk exposure may be significant.

The Municipality's bank balance of depos¡ts and ¡nvestments with financial ¡nstitutions are
categor¡zed to prov¡de an indication of the level of collateral r¡sk assumed by the Mun¡c¡pal¡ty at
June 30, 2015.

R¡sk categor¡es are described as follows:

Category 1:

Category 2:

Category 3:

lnsured or collateral¡zed w¡th securit¡es held by the Secretary of the
Treasury'agents ¡n th€ Municipal¡ty's name.
Collateralized w¡th secur¡ties held by pledging financial ¡nstitut¡on's trust
department or agent in the Munic¡pal¡ty's name.
Uncollateralized; including any bank balance that ¡s collateralized with
secur¡t¡es held by the pledging financial institution or by ¡ts trust department
or agent but not ¡n the Munic¡pal¡ty's name.

The carry¡ng amount (book balance) and the bank balance of deposits and ¡nvestments w¡th
financ¡al ¡nst¡tutions of the M u nic¡pality at june 30, 2015 cons¡st of the following:

Carry¡ng

Amount
Bank

Balance

Deposits in comrnercial banks

Depos¡ts in governmental banks

5 6,059,649

2D,282,5a2

5 6,226,01s

20,195,391

Total

Bank balances of depos¡ts ánd investments:

Gte8ory 1

Category 2

Category 3

Total bank balan.es

s 2635223L S__25E1AAL

s 20,19S,391

172,256

5,453,759

l__26¿r¿0E
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4. MUNICIPAL TAXES

A. MUNICIPAL TICENSE TAXES

The Mun¡cipal¡ty ¡mposes a mun¡c¡pal license tax on all bus¡nesses that operate w¡thin the
Mun¡c¡pal¡ty, wh¡ch are not totally or partially exempt from the tax pursuant to the lndustrial

lncentives Acts of the Commonwealth of Puerto Rico. This is a self-assessed tax based on the
business volume in gross sales as shown in the tax return. The declarat¡on f¡ling date ¡s ten days

after the State lncome Tax is filed (the15th day of April each year). Entit¡es w¡th sales volume of $ 1

million or more must include rates established by the Mun¡c¡pal¡ty. At.,une 30, 2015, the munic¡pal

tax rates ¡mposed by the Mun¡cipality were 1.50 percent for financing inst¡tutions and 0.50 percent

for any other taxpayers. Any taxpayers, who have been granted w¡th partial tax exempt¡ons under

any of the ¡ncent¡ve tax laws of the Commonwealth, ult¡mately pay mun¡c¡pal license taxes at

reduced tax rates, generally between 60 percent and 90 percent under standard rates.

Each taxpayer must assess his/her corresponding municipal l¡cense tax by declaring his/her volume

of business through a tax form based on the actual volume of business generated in the preceding

calendar year. The tax can be pa¡d by the taxpayer ¡n two equal ¡nstallments: (1) the first payment

due in July 15, and (2) January 15 subsequent to the f¡ling of the declarat¡on. The f¡rst ¡nstallment

of the tax covers the taxable period (six months) ended December 31 subsequent to the filing date

of the declaration, wh¡le the second installment of the tax covers the taxable period (s¡x months)

ended June 30 of the subsequent calendar year. lf a taxpayer elects to pay the tax in full on the
filing date of the declarat¡on, a 5 percent d¡scount ¡s granted automat¡cally on the tax amount due.

Any mun¡cipal license taxes collected in advance (that ¡s, pr¡or to June 30 but perta¡n¡ng to the next

fiscal year) are recorded as deferred revenues. As of June 30, 2015, the total munic¡pal license tax

receivable (net of the allowance for estimated uncollect¡ble amounts) was 18,170 (base of
subsequent or days collect¡ons).

B. MUNICIPAL 5ATE5 AND USE TAX

on September 23, 2006 the Mun¡c¡pal leg¡slature of the Munic¡pal¡ty of Vega Alta approved the

Ord¡nance No. 15 (Series 2006-2007\ based of State Public law No. 117 of luly 4, 2006 establ¡shing

a local sales and use tax of 1.5% over the sale of goods and services made w¡th¡n the Municipalit¡es
boundaries. The Ord¡nance was effective ten days after public notice, and under th¡s Ordinance,

every business doing reta¡l sales ¡s required to register on the Municipal¡ty to obtain a retailer's

Registration Certif¡cate. The reta¡ls are required to file monthly sales tax returns by the loth day

following the month in which the tax was collected.

38 I ;



4.

CoMMoNWEALTH oF PUERTo Rrco

MUNIoPATFY oF VEGA ALTA

Notes to Bas¡c F¡nanc¡al Statements
.¡une 30,2015

MUNICIPAt TAXES (cont)

On July 29, 2007, the State Public Law No. 80 established that the munic¡palit¡es may collect only

1.0% of ¡ts sales and use tax and the Puerto Rico Treasury Department (PRTD) the other 0.5%.

Resources collected would be use for construction, permanent ¡mprovements, health and publ¡c

safety serv¡ces, the ¡mprovements ¡n the management of solid waste disposal and the
implementat¡on of recycling programs by the Munic¡pal¡ty.

The tax collected by PRTD will be distr¡buted to the mun¡c¡palit¡es in three separate funds:

Mun¡c¡pal Development Fund, Mun¡c¡pal Redemption Fund and Municipal lmprovements Fund.

The Municipal Development Fund will be based on O.2 % of the 0.5 % colleaed but will be

distr¡buted within all municipalit¡es by formula based on total amounts collected, operational

budgets and population. Another 0.2% will be depos¡t on a Municipal Redempt¡on Fund in the

Government Development Bank for Puerto R¡co (GDB) and use only for the repayment of future

municipal loans to GDB. The other 0.1 % will be depos¡t in a Munic¡pal lmprovements Fund in GDB

and assigned by the State Legislature for construct¡on and permanent improvements projects to

the mun¡c¡palit¡es. During year 2015-2016 the Mun¡cipal¡ty collected S1,428,097 from sales taxes.

PROPERTY TAXES

The Municipal¡ty is authorized by law to impose and collect personal and real property taxes.

Personal property taxes can be ¡mposed to any natural or legal person engaged in trade or

bus¡ness that at January 1. of each year is owner of personal property used in trade or business.

Personal property taxes are self-assessed by taxpayers every year us¡ng the book value of personal

property assets owned by the taxpayer at lanuary 1 and reporting such taxable value through a

personal property tax return f¡led on May 15 subsequent to the assessment date.

At June 30, 2015, the total personal property tax rate in force was 6.38 percent (of which taxpayers

pay 6.18 percent and .20 percent ¡s reimbursed by the Department of Treasury of the

Commonwealth. Real property taxes are assessed by CRIM. The assessment on real property ¡s

made every lanuary L and ¡s based on est¡mated current values of the property deflated at 1957

market prices. At June 30, 2015, the total real property tax rate ¡n force was 8.38 percent (of

wh¡ch 8.18 percent is paid by taxpayers).

Res¡dential real property occup¡ed by its owner ¡s exempt by law from property taxes on the first

S15,000 of the assessed value (at 1957 market prices). For such exempt amounts, the Department

of Treasury of the Commonwealth assumes payment of the basic tax (4 00 and 6.00 percent for
personal and real property, respectively) to the Mun¡cipality, except for property assessed of less

than S3,5Oo (at 1957 market prices), for which no payment ¡s made. Revenue related to the bas¡c

tax on exempt property is recorded in the Seneral fund when collections are received from the

CRIM.

5.
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5. PROPERTY TAXES (contl

CRIM is requ¡red to rem¡t 1.03 percent of the personal and real property tax collected to the
Municipality to be used for the partial funding of the debt serv¡ce requirements on general

obligations and notes payable of the Mun¡c¡pal¡ty. ln add¡t¡on, 1.35 percent of the total personal

and real property taxes collected by CRIM is restricted for debt serv¡ce requ¡rements of the
Municipal¡ty and is retained by GDB for such purposes. Accordingly, such amount is recorded as

revenues in the debt serv¡ce fund when collected and reported bythe cRlM.

The Addit¡onal Lottery System of the Commonwealth (the "Additional Lottery") ¡s an operat¡onal
unit reported as an enterpr¡se fund of the Commonwealth, which currently operates several

betting alternat¡ves to the cit¡zens of Puerto Rico. The Additional Lottery is required every year to
d¡str¡bute a portion of ¡ts excess of revenues over expenses as follows:

Th¡rty f¡ve percent (35%) of ¡ts net earnings (def¡ned as the excess of revenues over
expenses less an amount earmarked for the Fund for Rent and Home lmprovement Subsidy

Program for the Low-lncome Qualifying Elderly) is earmarked to the munic¡pal¡t¡es of the
Commonwealth of which a maximum of 525 million, on an annual bas¡s, ¡s d¡str¡buted to
the Munic¡pal Equal¡zat¡on Fund held by CRIM to cover operat¡ng expenses and permanent

improvements of the mun¡c¡palities.

An add¡t¡onal amount not exceeding 516 million, on an annual basis, is d¡str¡buted to the
Mun¡c¡pal Equal¡zation Fund, provided it ¡s w¡thin the 35 percent correspond¡nB to the
mun¡cipal¡t¡es of the Commonwealth. When the accumulated municipal appropriations
from the mun¡cipalit¡es'Puerto Rico Health Reform are covered up to June 30, 1997, these
resources will be ass¡gned to the Health lnsurance Adm¡nistration, a component un¡t of the
Commonwealth.

Total property tax rece¡vable, net of allowance for uncollect¡ble accounts amounted to S0 at

lune 30, 2015.

(This space was left intent¡onally in blank)
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6. INTERFUND BALANCES

On July 1, 2OO1 the Municipality adopted the prov¡s¡ons of Statement No. 38, Certoln Finonc¡ol

Stotement Note Disclosures, issued by the Governmentol Account¡nq Standards Boord. This

statement requires the d¡sclosure of the flow of resources between funds and to assess the

collectibles of ¡nter-fund balances. lnter-fu nd ba la nces at Ju ne 30, 2015 cons isted of the follow¡ng:

Major Funds

other

General Oebt Serv¡ce $6,120,fl)0 Loan Governmental

Fund Fund Fund EundsOperatiñg transfer to:

Majorfunds

Debt Service Fund

Debt Service Fund

Other funds (ln and Out$69,897)

Total

Due to and Due From:

Due to:

Generalfund

other governmental f und§

Total

Due from:

Generalfund

Other gove rnmenta I fu nds

Total

s (773,699) 5 771,669

4,231 (4,233)

s {769,466} s 769,436 s $

Maior Funds

other Total

General Debt Service S6,120 000 Loan Governmental Governmental

Fund Fund Fund Furds Funds

5

147,008

§s
1t,65O 164658

147,008 17,650 164658

s 5 16,271 s 130,73s s 147,008

17,560 17,560

5 5 516,2735 148,29s 5 164s68

At June 30, 2015 all amounts due amount funds are considered collectible by the Munic¡pal¡ty's

management.
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CoMi,Io WEALTH oF PUERTO RICO

MUNICIPATTY Of VEGA ALTA

Notes to Basic Financial Statements
June 30, 2015

7. INTERGOVERNMEITITATRECEIVABLEANDPAYABLE

Due to other governmental units of the general fund for services rendered to the
Municipality consists of the following:

iraiot

Fund

Othér

Fúnd

Iotal

Fud

Statcment

of ret

lntergovernmenlal r€ceir¿blé:

PR Electric Power Authority

Other AgEDcies

Total

lniergoveirmeilr¡t paFbl,e:

General 6overmentál seft ices

PR Department of the Treasury

lntemal Sevenue Servic€

Employee5 Rel¡r€meñt tstem of

dle Govemmenr of Puerto R¡co

PR water and Seuer authority

PR Elecúi. Power Authorily

Other Agmc¡es

Iotal

3L7,474

2,?21,155

?a7,474

s 232r"1ss

365,603

2,§6,7s4

5,215

232a,SS

L27,267

101

0

0

0

L32Aa2

L321.155

0

101

0

o

0

L32.82

¿321,1l5

0

S 2,326A7t I 127,267 s a,4\1,73a 5 2"1s3)3A

(This space was left intentionally in blank)
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CAPITAT ASSEÍS

Capital asset activity for the year ended June 30, 2015, was as follows:

lún.:t¡,,201a Add¡úd! o¡.po-l .lur.:l¡,,2015!g§I.E¡Á!!

cost b.ri¡ of..piEl ¡s.ts, not tubj.ct

to d.p¡..i.llrñ ¡ñd ¡ñortiatión:

lññ¡dru.tu¡.|¡nd

ConnMü6ñ iñ pr.lEs

Ior¡l .or b.rn ot opit.r ¡sls, mt

rbi..i to .l.e¡..úr¡oñ ¿nd .mttizrtioñ

Córt b.¡is ot ..D¡El ú.rr !ubi..t io

d.pr..i¡tio. a.d.ño.li¿lioñ:

Búildi¡i1 3lructutú ..d boild¡n

l^L¡3trutu..

V.h¡.lB und., ópil¡l lé.*

Li..ñsdv.fii.l.t

M..hin.ry¡¡d.quipmeñt

Tol¿ I .ost b¡ii5 of .. pit¡ I .r*ts !ú bj¿ct

!o d.P...i¡lbn and.moni¿,lion

Tor.l cor ba3is ol capir.l ¡5*a

I 17.355.910 S 1,7oO,OOO t 9 l9ps5p1o

r99a.179 2-57a-.72 1rj63,053) ¡,2oa,s9a

19J5¡,0!9 ___11]M {136!,054) 22,26¡,tu¿

31,552,542

39,A39,019 8q470

53L321t

9,614,@t

4,-¡a1,sor 70,08¡

1.353,053 35,925,535

_ 39p19,¡139

_ 541¡2¡l

- 9,643,691

4,A27.5A3

39.489.117 150,55¡ 91,002,72¿

-_ ______EEEZ.

au¡l¿i¡at trru.lur.s ánd bu¡ldin! iñP¡@ruñts

lñlñsrcrur.

L¿ñd lñprd.m.a

üoñedv.h¡.Lt

M¡.hiñ.ry .nd .quipm¡r

Total :eumul¡t.d d.pÉ¿Ét¡óñ añd añorr¡z.t¡on

11,715,r91

63r"32¡t

9,25r"3S0

12,5'tO,50A

33,6a3,181

5a!321t

9,3At,453

'1350,192

61,079,658

425,771

2,7!9,77t

11!,103

{,233,261 616,931

55,739,130 _!eE

3 52,§1,514

Depreciation and amortizat¡on expense was charged

government wide statement of act¡v¡ties as follows:

General Sovernment
Publ¡c safety

High way and urban development

Publ¡c housing and welfare

Culture, recreat¡on and educat¡on

Urban and econom¡c development

Total depreciation and amort¡zat¡on expense

43 1Í']¡t.r
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945,9L9
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42,996
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9. DEFERRED INFLOW OF CASH

Deferred revenues recorded in the accompanying 6WFS and the GFFS are as follows:

A. General Fund:

Deferred revenue of 51,442,34o in the general fund is related to munic¡pal Iicense tax
collected in f¡scal year 2014-15 that will be earned in fiscal year 2015-16.

10. EMPTOYEES RETIREMENT SYSTEM

The Mun¡c¡pal¡ty's employees part¡cipate in the Employees' Retirement System of the Government
of Puerto Rico and its lnstrumental¡ties (the "System"). The System ¡s the administrator of a multi-
employer cost-sharing (as related to the Municipality's reporting ent¡ty) defined pension plan

established by the Commonwealth. The System was created under Act. No. 447 approved on May

15, 1951, as amended, and became effective on January 1, 1952. The System covers all regular
employees of the Commonwealth and its instrumental¡t¡es, the Mun¡c¡pality and other
mun¡cipal¡ties of the Commonwealth.

The System is ¡ndependent, thus assets may not be transferred to another system or used for any
purpose other than to benefit each system's part¡c¡pants. The System issued publicly available

f¡nanc¡al reports that include its basic financial statements and required supplementary
information for each of them, including required six-year trend information. Those reports may be

obtained by writ¡ng to the administrator of the System,

The System provides for retirement, death and d¡sab¡l¡ty benef¡ts. Death and disability ret¡rement
benefits are available to members for occupational and non-occupat¡onal death and disab¡l¡ties.

Retirement benef¡ts depend upon age at retirement and number of years of ffedited service.
Benef¡ts vest after 10 years of plan partic¡pation.

Ret¡rement benefits are determined by the appl¡cat¡on of st¡pulated benefit ratios to the member's
average compensat¡on. Average compensation is computed based on the highest 36 months of
compensat¡on recogn ¡zed by ER5.

The annuity, for which a plan member is eligible, is limited to a minimum of 5200 per month and a

maximum of 75 percent of the average compensation.

On September 24, 1-999, an amendment to Act No. 447 of May 15, L95L, which created the
system, was enacted with the purpose of establish¡ng a new pension system ("System 2000").

System 2000 became effective on January 1, 2000. Employees partic¡pating in the current system
as of December 31, 1999, had the opt¡on to either stay ¡n the defined benef¡t plan or transfer to
the new program. Persons ioining the government on or after .January 1, 2000, are required to
become members of System 2000.
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10. EMPLOYEES RETIREMENT SYSTEM (cont.)

System 2000 is a hybrid defined contribution plan, also known as cash balance plan. Under this

new plan, there ¡s a pool of pension assets, which are invested by the System, together with those

of the current def¡ned benefit plan. Ne¡ther the Commonwealth nor the Municipality will
guarantee benefits at ret¡rement age. The annuity will be based on a formula which assumes that
each year the employees' contribution (with a minimum of 8.275 percent of the employees' salary

up to a maximum of 10.00 percent) will be ¡nvested ¡n an account which will e¡ther: (1) earn a fixed

rate based on the two-year Constant Maturity U.S. Treasury Note, (2) earn a rate equal to 75

percent of the return of the System 2000's investment portfolio (net of management fees); or (3)

earn a combinat¡on of both alternat¡ves. Part¡c¡pants receive period¡c account statements s¡milar

to those of defined contr¡but¡on plans showing their accrued balances.

Disability pensions are not being granted under System 2000. The employer's contributions (9 275

percent of the employees' salary which is applicable to the Munic¡pal¡ty) will be used to fund the

current plan.

System 2000 reduced the retirement age from 65 years to 60 for those employees who io¡ned the
current plan on or later January 1, 2000.

Fundinq Policv:
Contribution requ¡rements are established by law and are as follows:

M un¡cipality
Employees:

Hired on or before March 31, 1990

Hired on or after April 1, 1990

'J.L.215% of Bross salary

5.775% ofgross salary up to 56,600
8.275 % of Etoss salary over 56,600
8.275% of Etoss salary

Dur¡ng the fiscal year ended.lune 30, 2015 the employer's contr¡butions paid by the Mun¡cipality

to both retirement systems amounted to 5508,522. On August L2, 2OO0, Act No. 174 was

approved to allow certain part¡cipants of the ERS to be eligible for early retirement upon attain¡ng

at least aBe 55 w¡th 25 years of service, provided they made their el€ct¡on on or before April 1,

200t.

Those who elected early ret¡rement under th¡s law will receive monthly benefits of 75 percent (¡f

25 or more years of service and age 55, or 30 or more years or services and age 50) or benefits of
65 percent (¡f 25 years of service by less than age 55) of their average compensation, wh¡ch ¡s

computed based on the h¡ghest 36 months of compensation recognized by the System. ln these

cas€s, the employer {including the Municipality) is responsible for contribut¡ng to the System the
amount needed to cover the benefit payments and employer contr¡bution with respect to the
participants covered untilthe participants reach the normal ret¡rement age.
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CoMMoNWEALTH oF PUERTO RICO

MuNrcrPAUrY oF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2015

10. EMPLOYEES RETIREMENT SYSTEM (cont.)

H¡storically, the commonwealth has reported the System as a single-employer plan (as relates only

to the f¡nancial reporting entity of the Commonwealth) ¡n its comprehensive annual financial

report. Accordingly, the Commonwealth will assume any actuarial deficiency that may ex¡st or

arise related to the Munic¡pality's participating employees since the System does not allocate any

actuarial deficienc¡es pertaining to municipal employees partic¡pating in the System. The

Mun¡cipal¡ty is only required by law to make statutory contributions in the rates ment¡oned above.

As a result, no net pens¡on obligation nor net pension asset that may be allocable to the

Mun¡c¡pal¡ty's participat¡ng employees, if any, has been recorded in the accompanying basic

financ¡al statements.

The Treasury Department of Commonwealth of Puerto Rico issued the Letter Circular No. 1-300-12-

16 on November 30,2075, "Accounting and Financ¡al Report for Pens¡ons (GASB No. 68)". This

letter establishes when the ¡nformat¡on and report are available for the agencies and the

mun¡c¡pal¡t¡es. The ¡nformat¡on and the report for the Municipality of Vega Alta are available

du ring the fiscal year 2015-2016.

11. LONG-TERM DEBT

The Mun¡c¡pality's Legislature is legally authorized to determ¡ne the contracting of debts of the

Munic¡pal¡ty. Nevertheless, the laws and regulations of the Commonwealth also provide that:

. D¡rect obligations of the Municipal¡ty (evidenced principally by bonds and notes) are

backed by the full faith, credit and taxing power of the Municipality; and

. D¡rect obl¡gat¡ons are not to be issued if the amount of the principal of, and interest on,

such bonds and notes (and on all such bonds and notes issued thereafter) which are

payable in any fiscal year, together w¡th any amount paid by the Mun¡c¡pal¡ty ¡n the
preced¡ng fiscal year on account of bonds or notes guaranteed by the Mun¡cipal¡ty,

exceed 10 percent of the total assessed value of the property located within the

Municipality plus the balance of the ad valorem taxes in the debt service fund, for
bonds payable to be repaid with the proceeds of property taxes restr¡cted for debt

serv¡ce.

ln addition, before any new bonds or notes are issued, the revenues ofthe debt service fund should

be sufficient to cover the projected debt service requirement. At June 30, 2015, the Mun¡c¡pality is

in compliance with the debt l¡mitat¡on requirements.

46 l,' .
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COMMO WEATTH OF PUERTO RICO

MUNIOPALTY OF VEGA AITA
Notes to Basic Financial Statements

June 30, 2015

LONG-ÍERM DEBT (cont.l

fhe general long-term debt activity for the year ended June 30, 2015 was as follows:

Babnce atJme
§,21!4

Eoroui!85 or
Addiiions t¡edudilrns

gelance at ,me 30,

mts
Duelli.rñir One

t
L

Notes pay¿ble to tlre Goyemment Developmem

Bank

Munk¡pol Sále6 Táx toans

Itotes payable to DoRAL Bant

CRIM - ¡{ote

compensated ab6ence5

Iotal

5 19,680,000

6,120,(m

272,r77

157,762

2332,397

5 23592,276

s (1,S98,m0)

(2stm)
(1m,411)

{10.432}

1129,591)

$ (¿1e3,4x1

5 18,m2,mo

5,825,0m

111,7ú

a77,1*

2.m2,806

T--J6,:rs"s4,

S 1,471,000

311000

f\m6
1oy'30

950,758

t

t,

L

t
t

L

t

t
t
t

The Mun¡c¡pality issues general and special (public improvements) obligat¡ons bonds and notes to
provide for the acquisition and construct¡on of major cap¡tal fac¡lities and equ¡pment, as well as, to
cover certain operating needs.

(Th¡s space was ¡ntentionally left in blank)
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CoMMoNw€at-fH oF PuERfo Rtco

MUNICIPATITY OF VEGA ALTA

Notes to Bas¡c F¡nancial Statements
.lune 30, 2015

11. LONG-TERMDEBT(cont.l

Long-term debt atJune 30, 2015 is composed ofthe following debts:

General Obligation Bond:

1995 ser¡al bonds , orig¡nal issues amount of S990,000 due ¡n annual pr¡nc¡pal ¡nstallments

rang¡ng from S15,000 to 590,000; plus interest due ¡n semiannually ¡nstallments at rates 6%

through.¡uly 1, 2019.

1995 serial bonds , original issues amount of S3,425,000, due ¡n annual pr¡nc¡pal ¡nstallments

ranging from §40,000 to 5295,00; plus interest due ¡n semiannually installments at rates 6.3%

through july 1, 2020.

1997 ser¡al bonds, or¡g¡nal ¡ssues amount of 5610,000, due in annual princ¡pal installments

ranging from S10,000 to S60,000; plus interest due ¡n semiannually installments at rates 5.86%

through july 1, 2021

1999 serial bonds, original issues amount of 5940,000, due ¡n annual pr¡nc¡pal ¡nstallments

rang¡ng from S30,OOO to 595,OOO; plus interest due in semiannual installments at var¡able rates

4.10% through luly 1, 2016.

2000 serial bonds issues amount of S135,000, due in annual princ¡pal installments rang¡ng from

S5,0OO to S10,000, plus interest due ¡n semiannual installments at var¡able rates 4.30% through

july 1,2024.

2OOO serial bonds, orig¡nal issues amount of 5230,000, due ¡n annual pr¡nc¡pal installments

ranging from S5,0OO to S20,000; plus interest due in annual installments at variable rates 1.29%

through july 1, 2025.

2002 serial bonds, or¡ginal ¡ssues amount of 5500,000, due in annual principal installments

ranging from S10,000 to 550,000; plus interest due in annual lnstallment at variable rates 4.30%

through july 1,2021.

OUTSTANDING

AMOUNT

385,000

1,480,000

305,000

185,000

60,000

155,000

265,000
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CoMMoNwEALfH oF PUERTo RICO

MuNrcrPAUrY oF VEGA ALTA
Notes to Basic F¡nancial Statements

lune 30,2015

11. IONG-TERM DEBT(cont.) OUTSTANDING

AMOUNT

2OO3 ser¡al bonds, or¡ginal issues amount of S1,235,000, due in annual principal installments

ranging from S20,000 to 595,000; plus ¡nterest due in semiannual ¡nstallments at var¡able rates

4.50% through july 1,2028. 915,000

2OO3 Operational bond - 5er¡al bonds ¡ssues amount of S2,585,000 due ¡n annual ¡nstallments

ranging from S4O,OOO to S200,000 plus ¡nterest due ¡n sem¡annual installments at variable rates

1.54% through july 1,2028. 1,825,000

1995 Public ¡mprovement bonds issues ammount of S4,735,000 due in annual installments of
pr¡ncipal rang¡ng from S50,000 to S295,000; plus ¡nterest due in sem¡annual installments

var¡able rate from 6.50% through august 1, 2020. l,472,oo0

2007 serial bonds, original ¡ssues amount of S1,300,000 due in annual princ¡pal installments of
principal rang¡ng from S30,000 to S120,000; plus interest due in sem¡annual ¡nstallments at

vara¡ble rates 7.54% lhrough july 7,2027. 1,040,000

2OO8 serial bonds, or¡g¡nal ¡ssues amount of S995,000, due in annual pr¡ncipal ¡nstallments

ranging from S15,000 to S90,000; plus ¡nterest due in semiannually installments at variable rates

1.54% through july 1, 2032. 865,000

2Ol.O serial bonds with or¡g¡nal ¡ssues amount of S3,930,000, due ¡n annual installments rang¡ng

from S15O,OOO to S415,000; plus ¡nterest due ¡n semiannually installments at rates from 6.00%

through july 12024. 3,060,000

2O1O serial bonds w¡th original ¡ssues amount of S2,225,000 due in annual ¡nstallments rang¡ng

from S85,000 to 5235,000; plus interest calculated from 6% lh¡oúBh iuly 1,2024. 7,725,OOO

20L1 ser¡al bonds w¡th or¡ginal issues amount of S1,755,000 due in annual ¡nstallments ranging

from 565,000 to 5185,000; plus ¡nterest calculated from 6.00% through ¡n .iuly 1',2025. 1,455,000

2014 serial bonds w¡th orig¡nal issues amount of 52,450,000 due ¡n annual installments ranging

from S12O,OOO to 5285,000; plus interest calculated from 6.00% through in july 1, 2026. 2,330,000

2014 ser¡al bonds with or¡g¡nal issues amount of 5630,000 due in annual installments ranging

from 570,000 to S110,000; plus ¡nterest calculated from 6.00% through ¡n july 1, 2020.

Total general municipal obl¡gation bonds

560,000

s 18,082,000

4eI



11. LONG-TERMDEBT(cont.l

Mun¡c¡pal Sales Tax Loans

2014 ser¡al bonds with original issues amount of S6,120,000 due ¡n annual installments ranging

from 5295,000 to 5700,000; plus interest calculated from 6.00% through in july 1,2026. 5,825,000

Note pavable to Doral Bank

On February 3, 2OL1 the Mun¡c¡pality borrowed S750,000 at 5.25% fixed ¡nterst for the

acquisit¡on ofequ¡pment and ¡mprovements for the Divis¡on at Municipality ofVega Alta. The

collateral for th¡s note ¡s a cert¡ficate of depos¡t for the am ount of 5772,256 and must be in the

system for 5 years. The mun¡c¡pal¡ty ¡s requiredtopay monthly payments of 514,249.49. f1'L,7O6

Notes pavable to the Puerto Rico Treasurv Department (Pavable to CRIMI

On march 19, 2OO2 the Resolution num.36 ser¡es 200L-2002 was enacted wh¡ch author¡zed the

municipality to obta¡n up to 5260,780 for a term not exceeding 25 years, for the repayment of

bonds ¡ssued for the sale of del¡nquent accounts. The repayment agreement bears ¡nterest at

variable rates (beginnin9in 6.22% at june 30,2004. L77,33O

Compensated Absences

At june 30, 2015 the liability for compensated absence is composed as follows:

Due w¡th¡n Due aftel
one year one yeaf Total

s 331,748 $ 9t3,927

CoMMoNwEALfH oF PUERTo RICO

MUNTCTPAUTY oF VEGA ALTA

Notes to Bas¡c F¡nanc¡al Statements
June 30,2015

Vacat¡ons S 582,179

Sick leave 368,579 920,300 1,288,879

Total 950,758 t,252,O48 2,202,806

Compensated Absences

Total long-term debt

OUTSTANDING
AMOUNT

2,202,806

50 lr, 1:i:
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CoMMoNWEALTH oF PUERfo RICo

MUNICIPALITY oF VEGA ALTA

Notes to Bas¡c Financ¡al Statements
June 30,2015

!1. LONG-TERMDEBT(cont.)

The pr¡ncipal and interest maturit¡es for the general obl¡gation bonds of the Municipality of Vega

Alta at.lune 30, 201.5 are as follows:

Bonds (Debt Serv¡ce Funds) Operation Notes and BondsYear Ending

June 30

2016

2017

2018

2019

2020

2O2l to 2025

2026 to 2O3O

2031 to 2035

TOTAT

Year Ending

June 30

5 1,10s,000

1,180,000

1,180,000

1,255,000

1,365,000

6,180,000

r,72s,000
23s,000

5 742,398

892,284

811,090

725,485

533,s06

r,983,477

269,998

27 ,938

s 366,000

39s,000

421,000

454,000

488,000

1,173,000

s60,000

Princ¡pal lnterest Pr¡ncipal lnterest

L67 ,047
213,55L

L84,124

L53,t24
rtg,755
309,77 5

s6,225

CRIM

Pr¡ncipal

s 10,430

10,430

10,430

10,430

10,430

52,150

52,150

20,880

Notes

lnterest

z0L6

20!7
2018

20L9

2020

202L to 2025

2026 to 2030

2031 to 2035

TOTAT

s 315,000

340,000

365,000

395,000

420,000

2,640,OOO

1,350,000

S 339,800

359,175

374,063

345,563

315,000

L,029,37s

L03,t25

4,440

4,178

3,918

3,655

3,3 96

13,058

6,528

784

5 2,855,r.00s s,825,000

Doral Bank Loan principal and ¡nterest due on 2016,5111,706 and S2,210 respectively.

S 6,086,174 lL!12499- -§-1¿q.q9l5 L4,22s,000

M u nicipal Sales Taxes Loan

Principal Interest

5l I t' .: ::.



CoMMoNWEALÍH oF PUERTo RIco

MUNIcIPALITY OF VEGA ALTA

Notes to Bas¡c F¡nanc¡al Statements
lune 30,2015

12. COMMITMENTS AND CONTINGENCIES

A. CIáIMS AND JUDGMENTS

The Mun¡cipality is, at present, a defendant in a number of legal matters that arise from alleged

¡mproper applicat¡on of policies and negligence in the ordinary course of the Munic¡pal¡ty's

act¡vities. The legal counsel of the Mun¡c¡pal¡ty has advised that at this stage in the proceed¡ngs

of lawsuits he cannot offer an op¡n¡on as to the probable outcome.

ln add¡t¡on, the Mun¡cipal¡ty ¡s a defendant or co-defendant in several legal proceedings, which

are in d¡scovery stage. certa¡n of these claims are covered by insurance. Legal counsel w¡th the

informat¡on currently available cannot determine the final outcome of these cla¡ms.

Under Act No. 104 of June 25, 1955, as amended, persons are authorized to sue the Mu nicipality

only for causes of actions set forth in said Act to a maximum amount of 575,000 or 5150,000 if ¡t

¡nvolves actions for damages to more than one person or where a s¡ngle in.iured party ¡s entitled

to severalcauses of act¡on. Under certa¡n c¡rcumstances, as provided in Act No. 9 of November

26,7975, as amended, the Mun¡c¡pal¡ty may provide its off¡cers and employees with legal

representation, as well as assume the payment of any judgment that may be entered against

them. There ¡s no limitation on the payment of such judgment.

The estimation of the outstanding claims liability involves a number of key assumptions and is

the most critical account¡nB estlmate. All reasonable steps are taken to ensure that the

information used regarding claims exposures ¡s appropriate. However, every one of the
probable claims aga¡nst the Municipality the f¡nal outcome will be covered by the insurance

because are under de 575,000.

B. FEDERAT GMNTS

ln the normal course of operations, the Munic¡pal¡ty receives Srants from various Federal and

5ta1e agenc¡es. The Brant programs are subiect to audit by agents of the Brant¡ng author¡ty, the
purpose of wh¡ch is to ensure compliance w¡th conditions precedent to the granting of funds.

Any l¡ab¡lity for reimbursement wh¡ch may ar¡se as the result of these audits is not bel¡eved to

be rnaterial.

C. CONSTRUCTION . COMMITMENT

The Municipal¡ty had several outstanding or planned construction projects as ofJune 30, 2015.

These pro¡ects are evidenced by contractual commitment with contractors. The construction
projects of the Municipal¡ty are commitments of the Capital Projects' funds that amount to

52,6t0,771..

s2 l,



L

lr

l"

t

CoitMoNwEAtI oF PucRTo Rtco

MU IoPAUÍY oF VEGA ALTA

Notes to Bas¡c F¡nanc¡al Statements
June 30, 2015

13. SUBSEQUENT E\'ENT

t,
- For the purpose of the accompanying consolidated financ¡al statements, subsequent events have

been evaluated throu8h November 20,2OL5, which ¡s the date these financ¡al statements were

L 
available to be issued.

t.

L

t (fhis space was intentionally left in blank)
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5 s,398,518

2,223,119

660,000

5,638,841

875,000

280,000

1,505,262

635,000

s 5,398,518

2,223,719

650,000

5,638,841

87s,000

280,000

!,506,262

635,000

5

50,321

(341,132)

914

(139,128)

(2,63s)

48,441-

201,158

s {18¿052)

5 a57,272

164,390

49,O57

40,318

75,U4

70,810

1,131,554

Expenditures:

Explanation of Diff eren.és:

Muniripal license taxes

Lic€ns€s añd Permit§

Govermental Revenue

lnterest, fines and penalties

Munic¡pal sales taxes

Other

Publ¡c Safety

Sanitatioñ & Env¡ronmental Controt

Cuhure, Recreation and Educátion

Public, Hous¡ry Walfare

R€venue (expenditure)

5 17,217,340

s 1¿582,858

454,440

1,103,812

1,097,Ogs

435,324

143,810

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Budgetary Compar¡son Schedule

June 30,2015

uudgét€damountt-----rñsrffi ---------TÍn-

Actual Var¡ance w¡th
Amounts Fi¡al Budg€t -

(audgetárycasÉ, Posrnve

lsee Not€ 1) {Negative)

§ s,398,s18

2,274,O40

318,868

5,639,75s

735,472

277,365

1,554,703

836,1s8

S 17,o35,17a

5 r1,72s,586

690,051

1,O54,756

2,056,778

419,676

132,939

L6,O79,186

s 1t,217,yo

s 12,086,637

8a5,209

t,374,1,99

2,2LO,3O7

450,519

200,409

5 r7,2r7,ao

s

t7,1r7,340

955,492 955,492

50urces/¡nf lows ol f ¡nanc¡al resourc.s:

actual amounts (budgetáry basis)'available for appropdations"

from thé budgetary comparison schedule

D¡ffér€nces - budget basis to GAAP:

Transfers from other funds are anflows of budgetary r

bur áre not revenues for fináncial reporting purposes

lntertovemmenial receivable

]lmingdifference in revenue re€ognition in budgetbasisvs actural

in Státements of Revenues

Totalrevenuesas reported on the stat€ment of revenues, I

and chánges¡n fund balances rovernmental funds

Us€s/outflows of f¡nanc¡al résources:

actuálamounts{budtetarybasis)"total chargestoappr

f.om the budgetary comparisor schedule

Differences - budget basisto GAAP:

Prior vear receivable adjustmeñt

Transfer outto special project lund (not expenditure)

lntergovernmental payable

Expenditur€5of prioryearconsideredas€xpenditure

Totál e¡penditures as repofted ofl the statement ofrevr

and chaf,ges in fund balán ce§ ' governmental funds

s 17,O35,27a

14,231l,

395,510

S ti,426,555

s 16,079,786

1773,699)

(194,087)

695,724

5 §,a08,728

s4 1., -



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Reconciliation of Statement of Revenues, Expend¡tures and

Cha nges in Fund Balances Governmenta I Funds to the Statement of Activit¡es

Year ended June 30, 2015

NOTE 1. STEWARDSHIP. COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Control

The Mun¡cipal¡ty's annual budget ¡s prepared on the budgetary basis of
accounting, which is not in accordance with GMP, and represents departmental

appropriat¡ons recommended by the Mayor and approved by the Munic¡pal

Leg¡slature prior to the beginning of the fiscal -year. Amendments to the budget

require the approval of the Municipal Leg¡slature. Transfers of appropr¡at¡ons

within the budget, known as Mayor's Resolut¡ons, do not require the approval

ofthe M uniciPal Legislature.

The Mun¡cipal¡ty prepares its annual budget including the operat¡ons of the
generalfund.

For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., purchase orders, contracts) are considered expenditures when incurred '

For GAAP reporting purposes, encumbrances outstand¡ng at year-end are

reported as reservat¡ons of fund balances and do not constitute expenditures or

liabilities because the comm¡tments will be honored during the subsequent

year'

The unencumbered balance of any appropr¡ation at the end of the fiscal year

w¡ll lapse at the end of such fiscal year. Other appropr¡ations, ma¡nly cap¡tal

project appropr¡ations, are cont¡nuing accounts for wh¡ch the Municipal

Leg¡slature has authorized that an unspent balance from the prior year be

carried forward and made available for current spend¡ng.

(This space was left intent¡onally ¡n blank)
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Expenditures of Federal Awards

For the year ended June 30, 2015

FEDERAL GRANTOR/PASS THROUGH GRANTOR

PROGRAM TITLE

US DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Direct Programs:

Sect¡on 8 Hous¡ng Voucher (HV)

Supportive Hous¡ng Program (SHP)

Pass-through:

PR Office of Municipal Affairs

Community Development Block Grants (CDBG)

(state-Adm¡n¡stered Small C¡ties Program)

PR Health Department

Emergency Shelter Grant Program (ESG)

FEDERAI.

CFDA

NUMBER EXPENDITURES

14.871 MP s 806,07s

74.235 200,835

14.228 MP

14.23t

523,543

L4,275

Munic¡pality of san Juan

Housing Opportunities for persons with a¡ds (HOPWA) L4.241 87 ,543

subtotal Us Department of Hous¡ng and Urban Development t,632,270

US DEPARTMENT OF TRANSPORTATION

D¡rect Program

Federal Transit-Formula Grants

20.507 5,317

Subtotal US Department of Tra nsportat¡on 

- 

5,3L7

TOTAL FEDERAL FINANCIAL ASSISTANCE

MP= Maior Program

5 r,637,587

56 lt ,:
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COMMONWEAI-TH OF PUERTO RICO

MUNICIPATITY OF VEGA ATTA
Notes to Schedule of Expenditures of FederalAwards

For the year ended June 30, 201.5

GENERAL

The accompanying Schedule of Expend¡tures of Federal Awards presents balance expended of
all Federal F¡nancial Ass¡stance Programs of the Munic¡pality of Vega Alta, Puerto R¡co. The

reporting entity ¡s def¡ned ¡n Note L to the general-purpose financ¡alstatements.

RELATIONSHIP TO FEDERAT fINANCIAL REPORTS

Federal f¡nanc¡al ass¡stance revenues and expenditures are reported in the Municipal¡ty's
general-purpose financial statements as other governmental funds and capital project fund.

3. FEDERAT CFDA NUMBER

The CFDA numbers included in th¡s schedule were determined based on the program name,

review of grant contract informat¡on and the Office of Management and Budget's Catalog of
Federal Domest¡c Assistance.

4. BASIS OF PRESENTATION

The expenditures of the schedule are included in the Mun¡c¡pality's basic financial statements.

The reconc¡l¡ation of expend¡tures ¡n the bas¡s financ¡al statements to the Schedule of
Expenditures of Federal Awards ¡s as follows:

Federal expenditures per basic financial statements
lncluded w¡thin:

2.

Non federal expenditures included
W¡th¡n other governmental funds '

Expenditures per Schedule of Expend¡tures of FederalAwards

Total expenditures with other governmental funds

5 L,637 ,s87

4.064,763

s1J02350

57 1r,--



CPAAGUSTíN

MEMBERS:
AMER¡CAN INSTITUTE OF CEFTIFIED PUBLIC
ACCOUNTANT5 (AICPA)
PUERTo RICO SOC1FTY OF CERTIFIEO PUBLIC
ACCO I-I NTANTS

cPA AGUsrír.¡ nooRÍcuEz N¡EVES
CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR,S REPORT ON INTERNAL CONTROL OVER

FINANCIA[ REPORTING AND ON COMPTIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of the Municipal Legislature

M un¡cipality of Vega Alta

VeBa Alta, Puerto R¡co

I have audited, in accordance w¡th the aud¡t¡ng standards generally accepted in the Un¡ted States of
America and the standards applicable to financial aud¡ts contained in Government Audit¡ng Stondords

issued by the Comptroller General of the Un¡ted States, the financ¡al statements of the governmental

activ¡ties, each major fund, and the aggregate remaining fund information of Municipality of Vega Alta,

as of and for the year ended June 30, 2015, and the related notes to the financial statements, wh¡ch

collectively comprise Mun¡c¡pality of Vega Alta's basic financial statements, and have ¡ssued my report

thereon dated November 20, 20L5.

lnternal Control over Financial Report¡ng

ln planning and performing our audit of the financial statements, I considered Municipality of Vega

Alta's internal control over f¡nancial report¡ng (¡nternal control) to determ¡ne the aud¡t procedures that
are appropriate in the c¡rcumstances for the purpose of expressing my opinions on the financ¡al

statements, but not for the purpose of expressing an op¡n¡on on the effectiveness of Mun¡cipal¡ty of
Vega Alta's internal control. Accordingly, I do not express an opin¡on on the effectiveness of
Mun¡c¡pal¡ty ofVega Alta's internal control.

A deficiency ¡n ¡nternol rortrol exists when the design or operation of a control does not allow

management or employees, in the normal course of performing the¡r ass¡gned funct¡ons, to prevent, or

detect and correct, misstatements on a t¡mely basis. A moter¡dl weokness is a deficiency, or a

combination of deficiencies, in internal control, such that there is a reasonable possibil¡ty that a material

misstatement of the Municipal¡ty's financ¡al statements w¡ll not be prevented, or detected and

corrected on a t¡mely basis. A significont deJiciency is a deficiency, or a combinat¡on of deficiencies, in

¡nternal controlthat is less severe than a mater¡al weakness, yet important enough to mer¡t attention by

those charged with governa nce.

My cons¡deration of internal control was for the lim¡ted purpose described in the first paragraph of this

section and was not designed to identify all defic¡encies ¡n internal control that m¡ght be material

weaknesses or s¡gn¡f¡cant deficiencies. Given these l¡mitations, during my audit I did not identify any

deficienc¡es in internal control that I cons¡der to be mater¡al weaknesses. However, materialweaknesses

may exist that have not been ¡dentif¡ed.
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Compl¡ance and Other Matters

As part of obta¡ning reasonable assurance about whether Municipality of Vega Alta's financial

statements are free from mater¡al m¡sstatement, I performed tests of ¡ts compliance with certa¡n

provis¡ons of laws, regulations, contracts, and grant agreements, noncompliance with which could have

a direct and mater¡al effect on the determ¡nation of financial statement amounts. However, prov¡d¡ng

an op¡nion on compliance with those provisions was not an objective of my audit, and accordingly, I do

not express such an opin¡on. The results of my tests disclosed no ¡nstances of noncompliance or other
matters that are requ¡red to be reported under Government Auditing Stondords.

Purpose of th¡s Report

The purpose of this report is solely to descr¡be the scope of my test¡ng of internal control and

compliance and the results of that test¡ng, and not to provide an opinion on the effect¡veness of the

Mun¡cipality's internal control or on compliance. Th¡s report ¡s an integral part of an audit performed in

accordance with aovernment Aud¡t¡ng Stondords ¡n consider¡ng the ent¡ty's internal control and

compliance. Accordingly, th¡s communication ¡s not su¡table for any other purpose.

Toa Alta, Puerto R¡co

November 20, 2015

,/.r
.1 L y.,/ --¿-./i r I¿

CPA Agustín Rodríguez N¡eves

Expires December 1, 2016

License f 4314

Stamp No.02714951of Puerto Rico Society of Certified Public

Accountantswasaff¡xedtotheoriginal report.
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INDEPENDENT AUDTTOR'5 REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM;

AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCUTAR A.133

INDEPENDENT AUDITOR'S REPORT

Honorable Maior and Member

Of the M un¡c¡pal Leg¡slature

M un¡c¡pal¡ty of Vega Alta
Vega Alta, Puerto R¡co

Report on compliance for Each Maior Federal Program

I have aud¡ted Munic¡pal¡ty of vega Alta's compliance with the types of compliance requirements

described ¡n the OMB Circuldr 4-L33 Compl¡once Supplement that could have a direct and mater¡al

effect on each of Municipality of Vega Alta's major federal programs for the year ended June 30, 2015.

Mun¡c¡pality of Vega Alta's major federal programs are ident¡fied in the summary of auditor's results

sect¡on of the accompanying schedule of findings and quest¡oned costs.

M d no q e me nt's R e spo n s i bility

Management is responsible for compliance with the requ¡rements of laws, regulat¡ons, contracts, and

grants appl¡cable to its federal programs.

Au d itor's R espo n si b i I ity

My responsib¡l¡ty ¡s to express an opin¡on on compliance for each of Municipality of vega Alta's maior

federal programs based on my audit of the types of compliance requ¡rements referred to above. I

conducted my audit of compliance in accordance w¡th aud¡ting standards generally accepted in the

Un¡ted States of America; the standards applicable to f¡nancial aud¡ts contained in Government Aud¡ting

Standords, issued by the comptroller General of the un¡ted states; and oMB circular A-133, Audits of
stotes, Locol Governments, ond Non-ProJit Orgonizotions. Those standards and oMB c¡rcular A-133

requ¡re that I ptan and perform the audit to obta¡n reasonable assurance about whether noncompliance

with the types of compliance requ¡rements referred to above that could have a direct and mater¡al

effect on a major federal program occurred. An aud¡t includes examining, on a test basis, evidence about

Mun¡cipal¡ty of Vega Alta's compliance with those requirements and performing such other procedures

as I considered necessary in the c¡rcumstances.
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I believe that my audit provides a reasonable basis for my opinion on compliance for each major federal

program. However, my audit does not provide a legal determination of Mun¡cipality of Vega Alta's

compliance.

Opin¡on on Edch Major Federal Progrom

ln my opinion, Municipality of vega Alta complied, in all material respects, with the types of compliance

requ¡rements r€ferred to above that could have a direct and mater¡al effect on each of its major federal

programs for the year ended Ju ne 30, 2015.

Report on lnternal Control over Compliance

Management of Municipality of Vega Alta is responsible for establ¡sh¡ng and ma¡ntain¡ng effective

internal control over compliance w¡th the types of compliance requirements referred to above. ln

planning and performing my audit of compliance, I considered Mun¡cipality of Vega Alta's internal

control over compliance with the types of requ¡rements that could have a d¡rect and mater¡al effect on

each ma.¡or federal program to determine the auditing procedures that are appropriate ¡n the

c¡rcumstances for the purpose of expressing an opinion on compliance for each ma.ior federal program

and to test and report on internal control over compl¡ance in accordance with OMB C¡rcular A-133, but

not for the purpose of expressing an op¡nion on the effectiveness of internal control over compliance.

Accordingly, I do not express an opinion on the effect¡veness of Municipality of Vega Alta's internal

control over complia nce.

A deficiency ¡n interndl control over cornpl¡once ex¡sts when the des¡gn or operation of a control over

compliance does not allow management or employees, in the normal course of perform¡ng their

assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance

requirement of a federal program on a t¡mely basis. A moter¡ol weokness ¡n ¡nternol control over

complionce is a def¡ciency, or combination of deficiencies, ¡n internal control over compl¡ance, such that

there is a reasonable possibil¡ty that materiat noncompliance w¡th a type of compliance requirement of

a federal program will not be prevented, or detected and corrected, on a timely basis. A signiJicont

def¡c¡ency in ¡nternol control over comptionce is a deficiency, or a combination of def¡ciencies, in internal

control over compliance with a type of compliance requ¡rement of a federal pro8ram that is less severe

than a material weakness in internal control over compliance, yet important enough to merit attention

by those charged with Bovernance.

My consideration of internal control over compliance was for the limited purpose described in the first

paragraph of this sect¡on and was not designed to identify all deficiencies in internal control over

compliance that might be mater¡al weaknesses or significant def¡c¡encies. ldid not ident¡fy any

deficiencies in ¡nternal control over compliance that I consider to be mater¡al weaknesses. However,

materialweaknesses may exist that have not been ident¡fied.
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. The purpose of this report on ¡ntemal control over compliance is solely to describe the scope of our

I testing of internal control over compl¡ance and the resuhs of that testing based on the requirements oftr oMB c¡rcular A-1j!3. Accord¡ngly, th'rs report b not suitable for any other purpose.
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CPA Agustín Rodríguez Nieves

Expires December 1, 2016
License 4314
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

Schedule of Findings and Questioned Costs

For the year ended June 30, 2015

SECTION I - SUMMARY OF AUDIT RESULTS

Financial statements

Type of auditor's report ¡ssued: [unmodfied]

lnternal control over f¡nancial reporting:

. Material weakness (es) identified? yes x no

. Significantdeficiency(ies) identified
Those are not cons¡dered to be

Material of weakness (es)? yes --¿-none reported

lnternal control over major programs:

. Mater¡al weakness (es) identified? 

-yes 

x no

. Sign¡ficantdeficiency(ies) identified
Those are not considered to be

Material of weakness( es)? Yes x no

Type of auditors' report issued on compliance for ma ¡or programs: [unmodified]

Noncompl¡ance mater¡al to f¡nanc¡al

Statements noted?

Federal Awards

Any aud¡t find¡ngs disclosed that are

required to be reported in accordance

w¡th section 510(a) of C¡rcular A-133?

ldent¡fication of major programs:

CFDA Number

L4.87L
14,228

yes ___Lno

yes x no

Name of Federal Program or cluster

Section 8 Hous¡ng Voucher
CDBG

Dollar threshold used to d¡stinBUish

Between type A and Type B program: S 300.000
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For the year ended June 30, 2015

u sEcfloN I - suMMARy oF AUDIr REsutrs (coilT¡NUEDI

ll FederalAwardsu
. Auditee qualifred as low-risk auditee? x yes no

liL. SECÍIOÍ{ ¡I - FIÍ{ANCIAL STATEMENT FIÍ{DIÍ{GS

l; None
l¡

SECIlOftt lll - Federal Award Findings and euestioned Cost

! None

I
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA
5chedule of Prior Year Findings and Quest¡oned costs

For the year ended June 30, 2015

SUMMARY SCHEDUTE OF PRIOR YEAR AUDIf FINDINGS

Municipal¡ty of Vega Alta has not prior year findings.
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