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Matieli Vargas G onzdlez
Certified Public Acc ountant_bf P (784 4s9-o'to7 F (787) 784-2255 E mvargascPa@live.com

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members
of the Municipal Legislature
Municipality of VeBa Alta
Vega Alta, Puerto Rico

I have audited the accompanying financial statements of the governmental activities, each

major fund, and the a8gregate remaining fund information of the Municipality of Vega Alta of
the commonwealth of Pueno Rico (the "Municipality"), as of and for the year ended June 30,

2010, which collectively comprise the Municipality's basic financial statements as listed in the

accompanying table of contents. These financial statements are the responsibility of the
Municipality's management. My responsibility is to express an opinion on these financial

statements based on my audit.

lconducted my audit in accordance with auditing standards generally accepted in the United

states of America and the standards applicable to financial audits contained in the Government

Auditing Standards, issued by the Comptroller General of the United States. Those standards

require that I plan and perform the audit to obtain reasonable assurance about whether the

respective financial statements are free of material misstatement. An audit includes examining,

on a test basis, evidence supporting the amounts and disclosures in the respective financial

statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement
presentation. I believe that my audit provide a reasonable basis for my opinion.

ln my opinion, the financial statements referred to above present fairly, in all material respects,

the flnancial position of the governmental activities, each major fund, and the aggregate

remaining fund information of the Municipality of Vega Alta of the Commonwealth of Puerto

Rico,asoflune 30, 2010,andthe respective changes in financial position thereof, forthe year

then ended in conformity with accounting principles Senerally accepted in the United States of
America.

ln accordance with Government Audit Standards, I have also issued a report dated oecember 2,

2010 on my consideration of the Government internal control over financial reporting and my

tests of its compliance with certain provisions of law, regulations, contracts and grants. The

report is an integral part ofan audit performed in accordance with Government Audit Standards

and should be read in conjuction with this reporting in considering the results of my audit.

My audit was performed for the purpose of forming an opinion on the general purposes

financial statement taken as a whole- The accompanying schedule of expenditure of federal

awards is presented for purpose of additional analysis as required by Us office of Management
and Budget Circ!lar A-133, Audit of States, Local Governments, and Non - Profit Organizations,

and is not required part of the general purpose financial statements.

2 Cond Century Gardens APt B-12, Toa Baia, PR 00949



Such information has been subjected to the auditin8 procedures applied in the audit of the
general purpose financial statements and, in my opinion, is fairly stated, in all material respectt
in relation to the general purpose financial statements taken as a whole.

The accompanying Management's Discussion and Analysis and the Budgetary Comparison
schedule are not a required part of the basic financial statements but are supplementary
information required by the GAS8. I have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, I did not audit the
information and express no opinion on it.

{,,-u}tft
CPA MarieliVArgaToa Baja, Puerto Rico

December 2, 2010

Stamp No.2rt86995 ofPuerto Rico Society ofcertified Public

accountantswas afflxed to the record copy ofthis report.

License # 5922
Expires December 1, 2012

PUERTO RICO
Lktnda
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OT VEGA ALTA

Management's Discussion and Analysis

ManaBement of the Municipality of Vega Alta of the Commonwealth of Puerto Rico (the "MunicipaliV')

provides this Moroqem ent;s Discussion ond Anolys6 of the Municipality's basic financial statements as

ln or"rrie* 
"od 

an"lysis of the financial activities of the Municipality for the flscal year ended June 30'

2010. W" un.ourug" readers to consider the information presented here in coniunction with the

additional informat;n that we have furnished in the accompanyinS basic flnancial statements.

During fiscal year ended June 30, 2004, the Municipality implemented the new required financial

repo;ng standards established by Statement No 34, Bosic Finonciol Stotements ond Monogement's

oiruuin ,ra Anolysis for stote ond Locol 1ovenments' issued by the Governmental Accounting

it"na"ra, Ao"rU (commonly known as "GASB 34") According to this statement' significant required

ailn'cua in aont"nt una structure have been made in the accompanYing Municipality's basic financial

stat;ents as of and for the fiscal year ended llne 30, 2o1O' which make the accompanying basic

financial statements not easily comparable to the Municipality's Beneral purpose financial statements

irar"i in prio,v"u.r. However, in fiiture years, comparisons will be more meaningfuland willgo further

in explainingthe Municipality's financial position and results ofoperations'

This Management s Discussion and Analysis (MD&A) is prepared as a result of the requirements of GASB

34, and it has been designed accordingly with the following goals:

a) Assist the reader in focusing on signiflcant flnancial issues'

b) Provide an overview of the Municipality's financialactivity'

c1 taentity changes in the Municipality's financial position (its ability to address the next and

subsequent Year challenges),

d) tdentify any material deviations from the flnancial plan (the approved budget)' and

e) Identify individual fund issues or concerns'

since the MD&A is designed to focus on the current year activities, resulting chanSes and currently

known facts, please read it in coniunction with the accompanying basic financial statements'

fINANCIAL HIGHLIGHTS

. The Municipality's has repo.ted assets and net assets amounting to 578'896'496 and 549'271'348

respectively, in the accompanying statement of net assets' of which the most significant assets are

."pitut"r."i. urnornting to 548,563,262 {62 percent oftotal Municipality's assets)'

. The Municipality has reported total liabilities amounting to 529'625'1'48 in the accompanying

statement of net assets, of which the most significant liabilities are: (1) account payables and

accrued liabilities (s1,130,570), (2) bonds paYable (s21,033,000) and (3) intergovernmental

(S1,903,311). These liabilities account for 81 percent of the Municipality's total liabilities at lune 30'

2010.

. The Municipality has reported total revenues amounting to 525'a2o'327 in the accompanying

statement ;f activities, of which: {1) volume of business (s3,087,276)' (2) restricted capital and

op"r*ing cl."n* (53,012,043), (3) property taxes (58,081,053) and (4) intergovernmental

contriOuiions 155,243,915) were the most significant revenues amounting to 519'424'341 {'75

percent of total revenues)-

31..:..



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Mana8ement's Discussion and Analysis

. The Municipality has reported a net change in net assets (excess of revenue over expenses)

amounting to 54,156,654 in the accompanYing statement of activities'

. The Municipality's governmental funds reported combined ending fund balances of S22'554'164 of

whkh 511,693;59, represent the fund balances of the general fund' the CDBG fund'

'lMantenimiento de obras Municipales y otras Necesidades" and the debt service fund combined

(jointly known as the Municipality's major funds)'

. The Municipality has reported unreserved fund balance for the Seneral fund amounting to

S3,358,385.

. The Municipality has reported an excess of revenues and other financinB sources over expenditures

and otherfinaniing uses amounting to 55,942,781 in the governmental funds'

USING THIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focus from the

pr"ri* nn"nal"r *","ments. The new focus is on both the M unicipality as a whole (government_wide)

lnd tie maior indiviaual funds. Both perspectives (Sovernment-wide and major fund) allow the user to

"dd,"r, 
."l"uunt qu"rtions, broaden a basis for comparison (year to Year or government to government)

and enhance the Municipalitys accountability'

OVERVIEW OFTHE BASIC FINANCIAL STATEMENTS

The Municipality's financial statements include three components: (1) the Sovernment-wide financial

statements, (2) ihe fund financial statements, and (3) the notes to the flnancial statements {collectively

1nor" 
"r,ir" 

;asic financial statements). This repori also contalns additional required supplementary

intormation (budgetary schedule) in addition to the basic financial statements themselves- These

components are described below:

Government_Wide Financial Statements

fhe government-wide finonciot stotements ate designed to provide readers with a broad oveNiew ofthe

Municipality's operations and finance as a whole in a manner similar to private-sector business These

statements'provide short-term and long_term information about the Municipality's financial position'

which assist the Municipalitys management to determine the economic condition at the end of the

fiscal year. These financial statements are prepared using the flow of economic resources measurement

focus and the accrual basis of accountinS This basically means that these financial statements follow

methods that are simitar to those used by most businesses They take inio account all revenues and

"rp"nr* 
.onn"a,"U with the fiscal year ended lune 30, 2O1O even if cash involved have not been

received or paid. The government-wide financial statements include: (1) the statements of net assets

and (2) the statement ofactivities.

41, '



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Management's Discussion and Analysis

Statement of Net Assets

The statement of net ossets presents all of the Municipality's asseis and liabilities' with the difference

between these two items reported as "net assets" (equity) over time, increases or decreases in the net

assetsmayseryeasausefulindicatorofwhetherthefinancialpositionoftheMunicipalityiseither
improving or deterioratinS.

statement of Activities

The statement of activities presents information showing how the Municipality's net assets changed

during the fiscal year ended June 30, 2010. Alt changes in net assets are reported as soon as the

undeiying event giving rise to the change occurs, retardless of the timing of related cash flows Thus'

,"r"nr",-und 
"*p-"n."i 

are reported in this statement for some items that will not result in cash flows

until future fiscal periods (such as uncollected taxes and earned but unused vacation leave) This

statement also pre;ents a comparison between direct expenses and program revenues for each fun€tion

of the Municipality.

Both of the above mentioned financial statements present all the governmental activities of the

Municipality, which consist mostly by taxes and interSovernmental revenues (such as federal grants)'

Most serviies provided by the Municipality fall into this cate8ory, including culture and education'

Beneralgovernment, health and sanitation, public safety, public housing and welfare' etc'

Fund Financial statements

The Municipality's fund financial statements, which consist of: (1) the balance sheet - Sovernmental

funds and (i) the statement of revenues, expenditures and changes in fund balances _ Eovernmental

funds. These financial statements report the financial position and results of operations of the

Municipality's governmental funds.

AfundisaEroupinsofrelatedaccountsthatisusedtomaintaincontroloverresourcesthathavebeen
segregated-for spJcific activities or objectives. The Municipatity, like most other state and local

gor"mrentr, uses fund accounting to ensure and demonstrate compliance with flnance-related legal

iequirements. Each fund is considered an independent flscal entity accounted for within a set of self_

balancing accounts that comprise its assets, liabilities, fund equity, revenue, and expenditures Fund

account;g segregates funds according to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial and contractual provisions'

The fund financial statements focus on: (1) individual parts of the Municipality's government and (2)

reportingtheMunicipality'soperationsinmoredetailthantheSovernment-widefinancialstatements'
ror finaicial reporting purposes, the Municipal'ty classifies its funds within the following fund

categories: (1) general fund, (2) debt service fund, (3) special revenue funds and (4) capital projects

funds (collectively known as the "governmentalfunds")

Governmental funds are used to account for all of the services provided by the Municipality

Governmental funds are used to account for essentially the same functions reported as governmental

activities in the Sovernmental-wide financial statements. However, unlike the government-wide

s I '.,,: :



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY Of VEGA ALTA

Management's Discussion and Analysis

financial statements, governmentalfund financial statements focus on near-term inflows and outflows

of expendable resour;es. They also focus on the balances of expendable resources available at the end

ofthefiscalyear(,une30,2010).ThisapproachisknownasusingtheflowofcUrrentfinancialresources
measurement focus and the modified accrual basis of accounting. These statements provide a detailed

short-term view of the Municipality's finances that assists in determining whether there will be

adequate financial resources available to meet the current needs of the Municipality, that is, evaluating

the Municipality's near-term financing requirements.

BecausethefocusofEovernmentalfundsisnarrowerthanthatoftheSovernment-widefinancial
statements, it is useful to compare the fund information presented for Sovernmentalfunds with similar

informationpresentedforgovernmentalactivitiesinthegovernment.widefinancialstatements'By
doing so, readers may bette; understand the lon8_term impact of the Municipality's neer-term financial

decisions.

For financial reporting purposes the Municipality has four major funds: (1) the Beneral fund' (2) the

CDBG fund, (3) the debt service fund and (4) "Mantenimiento de obras Municipales y Otras

Necesidades".

Notes to the Basic Financial statements

The notes to the basic financial statements provide additional information that is essential to a full

understanding of the data provided in the government_wide and the fund financial statements The

notes to the basic financial statements can be found immediately followinS the basic financial

statements.

Required Supplementary lnformation

Thebasicfinancialstatementsarefollowedbyasectionofrequiredsupplementaryinformation
consisting of a budgetary comparison between actual operating results with the ori8inal budget and the

final amended budget for the Seneral fund.

INFRASTRUCTURE ASSETS

Historically, a governments largest Sroup of assets {infrastructure - roads, bridges, traffc siSnals'

under8round pipes [unless associated with a utility], etc.) have not been reported nor depreciated in

gover;mental financial statements. GASB 34 requires that these assets be valued and reported within

the governmental column of the Government-Wide Financial Statements Additionally, the tovernment

mu;t ebct to either (a) depreciate these assets over their estimated useful life or (b) develop a system

of asset management desiSned to maintain the service delivery potential to near perpetuity' lf the

government develops the asset management system (modified approach), which periodically (at least

everythirdyear),bycategory,measuresanddemonstGtesitsmaintenanceoflocallyestablishedlevels
of service standards, the Sovernment may record its €ost of maintenance in lieu of depreciation. The

information about the condition and maintenance of condition of the government infrastructure assets

should assist financialstatement users in evaluatinS a localgovernment and its perfo.mance overtime.

61.-::



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AI-TA

Management's Discussion and Analysis

As of luly 1, 2003, the Municipality retroactively recorded the historical costs of infrastructure assets.

AlsotheMunicipalityelectedtodepreciateinfrastructureassetsinsteadofusinSthemodifiedapproach.

FINANCIAL ANATYSIS OF THE MUNICIPAI-ITY ASA WHOLE

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's financial

position.lnthecaseoftheMunicipality,netassets(excessofassetsoverliabilitjes)amountedto
S49,271,348 at June 30, 2010.

ThelarsestportionsoftheMunicipality,snetassetsareinvestedincapitalassetsnetoftheirrelated
debt which amount to 527 'o68'24a. 

The Municipality,s net assets are also composed of net assets

amountin8 to S19,O8o,oO1 that are restricted for (1) future debt service payments and {2) the future

acquisition or construction of capital assets. ln addition, the Municipality's net assets are reported net

ofan unrestricted net asset of53,123,099.

The po(ion ofthe Municipality's net assets invested in capital assets such as land, buildin8s, equipment'

etc.,lessanyoutstandingrelateddebtusedtoacquirethoseassets,areusedbytheMunicipalityto
provide seNices to its citizens. 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 thjs debt must be provided from the debt seNice fUnd, since

the capital assets themselves cannot be used to liquidate these liabilities'

The following is a condensed presentation of the Municipality,s financial position, as reported in the

Sovernment-wide financial statements;

condensed statement of Net Assets:

Current and other assets

Noncurrent and other assets

Totalassets

LonB-term liabilities outstanding

Other liabilities

Totalliabilities

Net assets/(liabilities):
lnvested in capitalassets, net of related debt

Restricted

Unrestricted

Total net assets

s 3,a82,L24
15,O74,372

18,896,496

20,613,57t
I,07r,637

29,625,144

27,068,248

19,080,001

3,123,O99

7l" .' .

$ 49,277,34a



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

changes in Net Assets

The Municipality's net assets increased durinB the year' Approximately 20 percent ofthe Municipalitys

total revenues came from interSovernmental contributions, white 24 percent resulted from other

municipal taxes and 31 percent from property taxes The Municipality's expenses cover a range of

services. The largest expenses were for Seneral government (46 percent), highway and urban

a"*fopr"nt (ff p'"r."ntL public safety {11 percent) and health and sanitation (18 percent)'

The following ls a condensed presentation of the Municipality's resutts of operatlons' as reported in the

government_wide financial statements:

CdderEed StatenEit cf Mi!iti€6:

Rqrenues:

Program re\€nues:

OperatirB gnnts and cortrihniorE

GFital grants ard contributiors

Ger€ral revetues:

Property ta(e5

lr'turicipal licer6e taxes

Ntunicipd sales ta€s

ffiuction ocise taes
lnterBo,ernnEntal coftriMiors
OtlEr
Total reverues

C€rEralgo\remnErt

High \,!ay and urban dg/eloprrEnt

Pudic afety
lledth ard sanitation

Orlture, reseation ard education

PuHic hot6irE ard \,/"elfure

lrterest

Total eperE€s

l,let irrrease in rEt assets

l,let assets - at beginrir€ of Year

l,let 6sets - at erd of Year

673,W

2,338,138

8,G1,053

3,G7,276.

2,357,28 -
73n,',t93

5,241,915

136,4S
8,920,127

70,@145
2,3/,2,N2

2,T7,sf3

1899,211

1451"865

898,834

692m3

7\663,673

4,1*,6v

45,LL4,69

49,21LW

8l'i:-:.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

lManagement's Discussion and Analysis

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S GOVERNMENTAL FUNDS

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with

fi nance-related legal requirements.

Governmental Funds The focus of the Municipality's gove rn menta I fu'ds is to provide information on

near-term inflows, outflows, and balance of expendable resaurces such information is useful in

assessing the Municipality's financing requirements ln paTticular, u'reserved lund bolonce may setve as

a useful;easure of a government's net resources available for spending at the end offiscalyear'

The foltowing is a condensed presentation of the Municipality's balance sheet and results of operations

ofgovernmentalfunds:

TotalAssets MajorFunds

Tota! Assets - Nonmajor Funds

Totalassets

Total Liabilities - Major Funds

Total Liabilities - Nonmajor Funds

Total liabilities

Fund Balances - Major Funds

Fund Balances - Nonmajor Funds

Totalfund balances

79,029,447

r1,517,786
30,10L,233
7,335,855

817,274
a,Al,069

1L,693,592
10,a60,572

22,554,t64

Condensed Statement of ODerations - Governmental funds:

Total Revenues - Major Funds

Total Revenues _ Nonmaior Funds

Totalrevenues

Totalexpenditures - Maior Funds

Total expenditures - Nonmajor Eunds

Totalexpenditures

Other Financing Uses - Major Funds

Other Financing Sources Nonmajor Funds

Total other fi nancing sources(uses)

Revenues Over Expenses - Maior

Revenues Over Expenses - Nonmajor
Totalchange in net assets

22,434,409
3,27a,414

25,7t2,827
20,049,001

5,876,045

25,925,O46

{200,000)
6,355,000
6,155,000

2,1A5,408
3,751,373

el.,

5,942,787



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA AI.TA

Management's Discussion and Analysis

GENERAL FUND BUDGETARY HIGHI-IGHTS

The Municipality revised the Municipality's budtet in order to include increases in budgeted

expenditures amounting to 51,500,000, since the law mandates using the beginning fund balances

accumulated in the financial statements.

The accompanying Budgetary comparison schedule shows a total negative variance between budgeted

revenues and actual revenue resu,ts of $294,859, which was mainly caused by a reduction of collection

in license, permits, interests, and penalties.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Crpital Assets

The accompanying statement of net assets reported total gross capital assets, at cost, amounting to

$90,253,323 of which 529,987,803 represents infrastructure assets at June 30, 2010. The related

accumulated depreciation and amortization of capital assets amounted to 541,700,061, of which

520,795,186 is related to infrastructure assets at June 30, 2010. This investment in capital assets

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

lnfrastructure assets are items that are normally immovable and of value only to the municipal

government, such as roads, bridges, streets and sidewalks, drainage systems, lightin8 systems, and

similar items.

Actual costs incurred to purchase or construct capital assets were S5,630,391for the year ended June

30, 2010. Depreciation and amortization charges for the year totaled 53,197,804.

The Municipality finances a significant portion of its construction activities through bond issuances and

state and federal grants. The proceeds from bond issuances designated for construction activities are

committed in its entirety for such purposes and cannot be used for any other purposes

Debt Administration

The laws and regulations of the Commonwealth of Puerto Rico have established a limitation for the

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

creditand taxing powerofeach municipality may be pledged.

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

additional general obligation bonds and notes, such municipality must have sufficient "payment

capacity'. Act No. 64 provides that a municipality has sufficient "payment capacity" to incur additional
general obligation debt if the deposits in such municipality's Redemption fund and the annual amounts

collected with respect to such municipality's Special Additional Tax, as projected by the Government
Development Bank for Puerto Rico, will be sufficient to service to maturity the Municipality's
outstanding general obligation debt and the additional proposed general obliSation debt ("Payment

Capacity").

10 I



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

The Municipality is required under applicable laws and re8ulations to levy the Special AdditionalTax in

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

ln addition, principal of and interest on all Seneral obligation municipal bonds and notes and on all

municipal notes issued in anticipation of the issuance of general obligat,on bonds issued by the

Municipality constitute a flrst lien on the Municipality's Basic Tax revenues. Accordingly, the

Municipality's Basic Tax revenues would be available to make debt service payments on general

obligation municipal bonds and notes to the extent that the Special Additional Tax levied by the

Municipatity, together with moneys deposit in the Municipality's Redemption Fun. lt has never been

necessary to apply Basic Taxes to pay debt service on Seneralobligation debt ofthe Municipality.

ECONOMIC FACTORS AND NEXT BUDGETSAND RATES

The Municipality relies primarily on property and municipal license taxes, as well as, federal and state

grants to carry out the Eovernmental activities. Historically, property and municipal license taxes have

been very predictable with increases not generally exceeding ten percent. Federal Srant revenues may

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

Those factors were considered when preparing the Municipality's budBet for the 2009-2010 fiscal years.

There were no significant changes between the budget for fiscal year 2009-2010 and the one for fiscal

year 2008-2009.

FINANCIAL CONTACT

The Municipality's financial statements are designed to present users (citizens, taxpayers, customers,

investors and creditors) with a general overview of the Municipaliby's finances and demonstrate the

Municipality's' accountability. lf you have any questions about the report or need additional financial

information, contact the Municipality's Director of Finance, Mr. Damidn Pab6n, at P.O 8ox 356, Vega

Alta, Puerto Rico, 00570-0366.

11 l:: i



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Statement of Net Asset

June 30, 2010

ASSETS

cash andcash equivalents (notes lg & 3)

Receivables, net ofallowance for doubtful accounts (note th):

Prop€rty taxes (note 5)

sales Taxes(note 4)
Mu niciPal licens€ taxes lnote 4)

Totaltaxes receivable

lnte€overnmental {note th}

Total receivables

Iotal current assets

Temporarily restricr€d cash and cash equivalents (notes 1i& 3)

Capital assett net of accumulated depreciation
and amonization (notes 1m & 10)

Total noncurrent assets
Total assets

I 1,448,364

294,403
206,288

4,711
505,402

7,910,7L3

71,645
1,928,358

2,431,160
3,aa2,724

26,45!,t10

48,563,262
'15,o14,372

s 78,896,496

TIABILITIES

curent liabilities:
Accounts payable and other accrued liabilities (notes lh)
lntergovemmental (note th &8)
Leased Payable - curent Portion

Ch.itsmas Bonus
Lega, Claims(note 12)

Deposits
Deferred revenues (notes 1n &4)
Accrued compensated absences, excluding long_term portion (note 10 & 11))

Notes payable current portion
Bonds and notes payable (notes 1q,9 & 11)

Total c0rent liabilities

Ndn.urrent liabilltes:
Accrued compensated abseoces, excluding currentportion (notes 10 & 11)

Sonds and notes paYabl€, excludinB current poriion (notes 1q, 9 & 11)

NotePayable "CRIM" _ excluding current portiofl (note 11i

Total no.current liabilities

Total liabilities

1,130,570
1,903,311

2,53!
462,014
215,000
110,995

35,437
2,355,234

918,450
93,081

7,715,000

9,O11,617

7,O93,276
19,258,000

262,235

20,613,511

29,625,!48

NET ASSETS (DEFICIT}

rnvested in capitalassets, net of related debt
Restricted for (1j):

Otherfunds - Specific Purpose
Total r€skicted net assets

unrestricted net assets
Total net assets

27,O6a,248

5,432,224
13,247,773
19,080,001

3,123,099

TotalLiabilities and Net Assets l____z!.99896

The accompanying notes to the basic flnancial statements are an integral part of this statement'
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OT VEGA AI.TA

Statement of Activities

Year ended June 30, 2010

Program Rsvenues

Expenses

Operating
Grants ancl

Contributions

Net

Capital Erpsnses
Grants and and Changes

Contribulions in Net Asset3Functions/Programs

covernmental activities:
General governmenl
Highway and lJrban Development
Public safety
Sanitation
Health
Culture. rec€ation and education
Public housing and welfare
lnterest on bonds, notes, capitallease
obligations and long{erm debt (notes 9 & 11)

Total governmental activities

$ 10,066,745
2,342,402
2,307,533
3,899,211

1,451,865
898,834

697,083

132,948

s40,957

$ 2,195,350
1,799

21,440
11,292

104,257

$ 17,738,447')
(2,340,603)
(2,286,093)
(3,887,919)

(1,451,865)

1249,620\

(697,083)

_!_?r.993.9Z!- 673,905 $ 2,338.138 $ (18651.630)

Property taxes (note 5)
Municipal license taxes (note 4)
Municipal Sales Tax (note 4)
Construction excise taxes

lntergovemmental contributions and reimbursements
Unrestdcted interests, Iines and peneltaes

Total general revenues

Net change in net asseis

Other Financial source
Net essets-beginning of fscalyear
Net assets-end of iscalyear

$ 8,081,053
3.O87,276
2,357,249

730,193

5,243,975
303,686

3,004,812
22,AOA,284

4,156,654

The accompanying notes to the basic financial statements are an integral part ofthis statement'



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Balance Sheet - Governmental Funds

Year ended lune 30, 2010

CDBG

orh.r Total

Governnental Gov.mm.ntl
Fu.rls Funds

$ 1,,t48,364 S

240,329

4,111

17,645

131.739

291,014

1,752,646

4,510.223

- $ 1,448,364

2e4.;03
4,711

17,645

206,288

475,500

1,803,213

7,940,619

11,671,786 18,510,490

54.074

71549

7,9,10,619

1U,126

2,297.740

50,567

ASSETS

Unesl.icled crsh and €sh equivalenls (oole 1s &3)

R@ivables, net or all@ance ,or doubttul e@ounls:

Property raxes (noie 5)

Municipal license tax (note 4)

sales Tax R@ivable (nole 4)

oue frcn olhs tunds (note 6)

Due lrcm qovemmental entilies

Cash wjth fiscal agent

Tempo6rity Eslncled esh and @sh
equi€lents (note 19 and 3)

LIABILITIES

Accornl payabie and aErued liabilities (note t h)

Dueloolhertunds (nolE6)

B@ds, notes and inteEsls

Oefercd revenues (ml6 1n & 4 )

FUND BALANCES

Reerued ior special puDoses

Toraltund baranes (nole 1r)

3 426t11 8 069 242 2482,166

532,624

1U.426
1,903,311

2,237,014

4,952,56a 2.211.414

11,671,786 30701233

94 965

35,4.47

33,031

94,965 51,303 811214 3,147,069

502,930

51,308 239,766

1,130,569

475,500

1,903,311

2,237,014
35 437

115,718

3,358,3e5-$ -5i74l6i

5.a32.228

$ 5 832 223

10,860,57;

$ 10,860.572

115,178

5.832.224
1.1,247,773

s 22,554,164

2 387,241

The accompanying notesto the basic financialstatements are an integralpart ofthis statement.

a4l.

$ ,5



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Statement of Revenue, Expenditure and

Changes in Fund Balances- Governmental Funds

Year ended lune 30, 2010
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The accompanying notes to the basic flnancial statements are an integral part ofthis statement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Reconciliation of Statement of Revenues, Expenditures

and Changes in Fund Balances Governmental Funds to the Statement ofActivities
Year ended lune 30, 2010

Amounts reported for governmental activities in the accompanyinB statement are different because:

Net change in fund balances as reported in the accompanying statement of revenues,

expenditures and changes in fund balances - governmental funds S (5,942,781)

Governmentalfunds report capital outlays as expenditures. However, in the accompanying

statement of activities, the cost of those assets is allocated over their estimated useful lives

as depreciation expense. (5,630,391)

Depreciation expense 3,'t 91,404

- xepayment oI Dono ano nores pnncrpar ts recoroeo as expenofures rn tne governmenrat

funds, but the repayment reduces lonE_term liabilities in the statement of net assets. Also,

- governmental funds report the effect of issuance costs, whereas these amounts are deferred

and amortized in the statement of activities. This amount is the net effed of the three

activities mentioned above. 4,380,000

Expenditures recorded for government-wide and not for governmental funds

- Net change in net assets as reported in the accompanying statement ot activities

The accompanying notes to the basic financial statements are an integral part ofthis statement.

16 1 '.:r:
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Notes to Basic Financial Statements
.,une 30, 2010

1. GOVERNMENTAI. ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Government Backqround lnformation

The Municipality of vega Alta of the Commonwealth of Puerto Rico (the "Municipality") is a
local government constituted in 1871 with full legislative, fiscal and administrative powers to
operate as a government. The Municipality assumes responsibility for public safety, health and

sanitation, pubiic housing and welfare, culture and education, urban development and many
other general and administrative duties.

The laws and regulations of the Commonwealth of Puerto Rico (the "Commonwealth") provide
for separation of powers of the executive, legislative and judicial branches of the
Commonwealth's and the Municipalities' governments. The executive power of the
Municipality is exercised by a Mayor, who is elected every four years and is assisted by the
Administrative Cabinet, which is appointed by the Mayor. The legislative power is exercised by
the Municipal legislature, which is also elected every four years. The judiciary power is
exercised by the General Justice Court System of the Commonwealth, which has jurisdiction

over the Municipality.

Financial Reoortins EntiW

The accounting policies and financial reporting practices of the Municipality conform to the
accounting principles generally accepted in the United States ofAmerica ("GMP") as applicable

to state and local Sovernments.

According to GAAP, the flnancial reporting entity for the Municipality consists of: (1) the
primary government, which is composed of all municipal departments and units under the legal

and administrative control of the Mayor and the Municipal Legislature, and l2) all component
units.

ln evaluating how to define the Municipality for flnancial reporting purposes, the Municipality's
management has addressed all potential entities and organizations that may be considered
component units according to the criteria set forth by Statement No. 14, The Financiol
Repotling Entity, as amended by Statement No.39, Determining Whether Ceftain Orgonizations
ore Component Units, both issued by the Governmental Accounting Standards Board.

GAAP defines component units as those entities that: (1) are legally separate organizations for
which the Municipality's elected officials are financially accountable, and (2) other organizations
for which the nature and significance of their relationship with the Municipality are such that
exclusion of their financial statements from those of the Municipality would cause the
Municipalitys basic financial statements to be misleading or incomplete.

L7 l. '



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Basic Financial Statements

June 30, 2010

B. Financial Reportins Entitv{Cont)

Financial accountability exists if the Municipality appoints a voting majority ofthe organization's
governing bod, and if either one of the following conditions exist: (1) the Municipality can
impose its will on the organization or (2) the potentialfor the organization to provide specafic
financial benefits to, or impose specific financial burdens on, the Municipality.

GASB Statement No. 39, which was early adopted by the Municipality on luly 1, 2003, amended
the provisions of GASB Statement No. 14 to provide additional guidance to determine whether
certain organizations for which the Municipality is not financially accountable should be
reported as component units based on the nature and significance of their relationship with the
Municipality. Generally, 6A58 Statement No. 39 requires reporting, as a discretely presented

component unit, an organization that raises and holds economic resources for the direct benefit
of a Bovernmental entity- Such organizations are legally separate, tax-exempt entities that
meet all of the three specific criteria that address benefit, entitlement or access, and
signiflcance.

The Municipality's management has concluded that, based on the aforementioned criteria,
there are no legally separate entities or organizations considered component units of the
Municipality according to 6AAP as ofJune 30, 2010 nor for the year then ended.

C. New Financial Reoortinq Model

On July 1, 2003, the Municipality adopted the provisions of Statement No. 34, Bosic Finonciol
Stotements - ond Mdnogement's Discussion ond Anolysis - fot Stote ond Locol Govefiments
{commonly known as "GASB 34"), issued by the Governmental Accounting Standards Board

{GASB). This statement, as amended, established a new financial reporting model for state and
localgovernments,

ln addition, on luly 1, 2001 the Municipality adopted the following required statements issued
by GASB and the Fin a ncia I Accounting Standards Board ("FAS8"):

GASB Statement No. 33
Tronsoctions;

GASB Statement No. 36

- Accounting ond Financiol Reporting fot Nonexchonge

- Recipient Repofting lor Ceftoin Shoted Nonexchonge
Revenues;

GASB Statement No. 37 - Bosic Finonciol Stotements - ond Monogement's Discussion
ond Anolysis -lor Stote ond Locol Govemfients: Omnibus;
GASB Statement No. 39 - Deteamining Whether Certoin Orgonizotions orc Component
Units;
GASB lnterpretation No.6 - Recognition dnd Meosurement of Certdin Liobilities ond
Expenditures in Govefimentol Fund Finonciol Stotements.

18 1:..'l



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2010

C. New Financial ReportinE Modellcont.l

Simultaneously to the adoption of GASB Statement No. 34, the Municipality adopted certain
pronouncements issued by FASB and all of its predecessor bodies, such as the Accounting

Principles Board {APB), for its governmental activities. ln this respect, the Municipality adopted

the pronouncements issued by these entities that were issued on or before November 30, 1989,

and that do not conflict with GASB pronouncements. Accordingly, on July 1, 2003 the
Municipality adopted the provisions of APB Opinion No. 21, lntetest on Receivables ond
Poyobles, lo account for non-interest bearing receivables and payables reported in the
accompanying basic f inancial statements.

The effects of implementing the aforementioned pronouncements have been reported as

changes in accounting principles in the accompanying basic financial statements. Accordingly,

the cumulative effects of such transactions have been reported retroactively as restatements of
fund balances atJuly 1,2003.

According to the new financial reporting moCel established by 6AsB 34, as amended, the
minimum required presentation for financial reporting p!rposes of the Municipality is composed

of the following elements:

1. Management's Discussion and Analvsis {"MD&A") - MD&A is a required supplementary
information used to introduce the basic financial statements and provide an analytical

overview of the Municipality's financial activities for the year ended June 30, 2010 based on

the Municipality's management knowledge of the transactions, events and conditions
reflected in the basic financial statements and the fiscal policies that control the
Municipality's operations.

2. Government-wide Financial statements ("GwFs")- GWFs is a set of financial statements
composed of: (1) a statement of net assets and (2) a statement ofactivities.

The government-wide financial statements are aimed at presenting a broad overview of the
Municipaiity's finances by focusing on operational accountability throuBh reporting the financial
position and results of operations of the Municipality as a whole using methods that are similar
to those used by most private businesses.

The statement of net assets provides short-term and lon8-term information about the
Municipality's financial position, which assist management to determine the Municipality's
economic condition atJune 30, 2010 by presenting allof the Municipalitt/s assets and liabilities,
with the difference between these two items reported as "net assets" (equity).
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI,ITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2010

C. New Financial Reportine Model[Cont.)

Net assets are reported in the following three categories:

lnvested in Capital Asets, Net of Related Debt - This consist of capital assets, net of
accumulated depreciation and amortization and reduced by outstanding balances for
bonds, notes, and other debt that are attributed to the acquisition, construction, or
improvement of those assets.

Restricted Net Assets - These result when constraints placed on them are either externally
imposed or are imposed by constitutional provis;ons or enabling legislation. lnternally
imposed designations of resources are not presented a5 restricted net assets, When both
restricted and rrnrestricted resources are available for use, generally it is the Municipality's
policy to use restricted resources first, and then unrestricted resources as they are needed.

Unrestrided Net Assets -These consist of net assets which do not met the definition ofthe
two preceding categories. Unrestricted net assets often are designed to indicate that
management does not consider them to be available for general operations. Unrestricted
net assets often have constraints on resources that ate imposed by management, blt can
be removed or modifled.

The statement ofactivities presents financial information showing how the Municipality's net assets
chanBed during the yearended lune 30,2010. The statement ofactivities demonstrates the degree
to which direct expenses of a given function or segments are offset by program revenues. Direct
expenses are those that are clearly identifiable with a speciflc function, segment or operational
unit. Program revenues include charges to customers or applicants who purchase, lse or directly
benefit from goods, services or privileges provided by a given function, segment or operational unit.
Program r€venues also include grants and contribt tions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not
properly inciuded among program revenues are reported instead as general revenues. Resources

that are dedicated internally by the Municipality are reported as general revenues rather than as
program revenues. The Municipality does not allocate general government (indirect) expenses to
otherfunctions.

Under the provisions of GASB 34 all activities carried out by the Municipality are considered

Sovernmental in nature for financial reporting purposes. As a result, no business-type activities are
reported in the accompanying basic financial statements.

3. Fund Financial Statements ("FFS") - FFS is a set of financial statements composed of: (1) a

balance sheet (financial position) and (2) a statement of revenuet expenditures and
changes in fund balances (deficits) of the Municipality's governmental funds (results of
operations).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2010

New Financial Reoortinp Model[Cont.]

The fund flnancial statements focus on: (1) financial accountability, (2) individual parts of
the Municipality's government and (3) reporting the Municipality's operations in more detail
than the government-wide financial statements.

Each fund is considered an independent fiscal entity accounted for within a set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and
expenditures. Fund accounting segregates funds according to their intended purpose and is

used to aid management in demonstrating compliance with legal, financialand contractual
provisions. The minimum number of funds is maintained consistent with letal and self-
imposed mana8erial requirements established by the Municipality. For financial reporting
purposes, the Municipality classifies its funds within the following governmental fund
categories:

Generol Fund -fhe general fund is the chief operating fund used to account for all financial
resources and governmental activities of the Municipality, except for flnancial resources
required to be accounted for in another fund type. lt is presumed that the Municipality's
activities have been reported in the general fund except for transactions for which one of
the following compelling reasons has required the use of another fund: (1) legal
requirements, {2) GMP requirements or (3) the demands of sound financial administration
requiring the use of a fund otherthan the generalfund.

Speciol Revenue Funds - fhe special revenue funds are used to account for revenues
derived from grants or other revenue sources (other than major capital projects) that are
either self-restricted by the Municipality or legally restricted by outside parties for use in
specific purposes. The uses and limitations of each special revenue fund are specifled by
municipat ordinances or federal and state statutes.

Debt SeNice Furd- The debt service fund is used to account for the accumulation of
resources for, and the payment of principal and interest for: {1) general long-term debt for
which debt service payments are legally mandated to be accounted for in a debt service
fund, and/or (2) general long term debt for which the Municipality is being accumulating
financial resources in advance, to pay principal and interest payments maturing in future
years (such bonds payable and notes payable).

General long-term debts for which debt service payments do not involve the advance
accumulation of resources (such as capital leases, compensated absences, claims and
judgments, advances from CRIM, and landfill closure and post closure maintenance costs)
are accounted for in the Seneralfund.

Long-term debt's principal and accrued interest due on luly 1 of the following fiscal year are
accounted for as liabilities in the debt service fund at June 30, if resources are available at
lune 30 for its payment.

2Llt ).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2010

C. New Finanaial ReportinE ModellCont.l

Copitol Projeds Furds - Capital projects funds are used to account for the finanaial
resources used in the acquisition or construction of major capital facilities, other assets and
permanent improvements. The use of the capital projects funds has been reserved for
major capital acquisitions or construction activities that would distort financial resources
trend data if not reported separately from the other Municipality's operating activities.

The routine purchase of capitalizable assets {such as vehicles and other minor capital
assets) has been reporfed in the generalfund.

The Munic;pality has no significant operations or activities that: (1) are financed and
operated primarily in a manner similar to private business enterprises, where the costs of
providing goods or services to the Beneral public is financed primarily throuth user charges,
or (2) are fiduciary in nature. As a result, the Municipality does not report proprietary nor
liduciary funds in the accompanying fund financial statements. All Municipalities'funds are
classified as governmental for financial reporting purposes.

4. Notes to the Bdsic Findncial Stotements - A set of notes that provide information that is

essentialto a use/s understanding ofthe basic financialstatements.

5. Requircd Supplementory lnlo ndtion (other thon MD&A) - A set of reports and
information reported along with, but separate from, the basic financial statements of the
Municipality, such asr (1) Bud8etary Comparison Schedule - General Fund, (2) the Notes to
Budgetary Comparison Schedule and (3) the Schedule of Funding Progress - Employees'
Retirement System of the Commonwealth of Puerto Rico and lts lnstrumentalities.

Measurement Focus and Basi5 ofAcaotrntinq

The term measurement focus refers to what is being expressed in reporting flnancial position
and performance, that is, which resources are being measured in the accompanying basic
financial statements. Two different measurement focuses have been applied in the
accompanying basic financial statements: (1) the flow of current financial resources and (2)the
flow of economic resources, Basis of accounting refers to when transactions have been
recognized in the accompanying basic financial statements. GAAP provides for the use oftwo
different bases of accountin8, which have been used in the accompanying basic financial
statements: (1)the accrual basis and (2)the modified accrual basis.

The accompanying government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Accordingly, revenues are
generally recorded when earned and expenses are generally recorded when a liability is
incurred, regardless ofthe timing of related cash flows. Grants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Basic Financial Statements

June 30, 20L0

D. Measurement Foaus and Basis o, Acaou ntinq(Cont, )

All significant interfund activities have been eliminated from these government-wide Ilnancial
Statements.

The accompanying fund financial statements are reported using the current financial 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 within the next 90 days following the fiscal year-end) to pay liabilities
ofthe current period, except property tax revenues, forwhich the availability period is 60 days.

ln applying the susceptible to accrual concept to intergovernmental revenue in the
accompanying fund financial statements, there are essentially two types of revenue. For the
majority of grants, moneys must be expended by the Municipality on the specific 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 requkements. These
resources are generally reflected as revenue at the time of receipt or earlier if the susceptible to
accntal criteria is met.

ln the accompanying fund financial statements, expenditures and related liabilities are generally
recorded in the accounting period in which the liability is incurred, except for: (1) principal
payment and interest on long-term obligations, which are recorded when due, except for
principal and interest due in July 1 of the following fiscal year which are recorded when
resources are available in the debt service funds (tenerally June 30)j and (2) vacation leave, sick
leave, christmas bonuses, obligations under capital leases, amounts subject to judgments under
liti8ation, and other long-term obligations, which are recorded under the accrual basis of
accounting in the accompanyinE government-wide financial statements.

ln December 1998, the Governmental Accounting Standards Board issued Statement No.33,
Accounting ond Finonciol Repotting for Nonexchange Tronsoctions ("GASB 33"), effective for
financial statement for periods after lune 15, 2000, which the Municipality adopted on July 1,
2003. This statement established accounting and reporting standards for nonexchange
transactions involving cash and financial or capital resources (for example, most taxes, grants
and private donations). ln a nonexchange taansaction, a government gives (or receives) value
without directly receiving (or givin8) equal value in return. This is different from an exchan8e
transaction, in which each party receives and gives up essentially equal values. The statement
Sroups nonexchange transactions of governments into four classes, based on their principal
characteristics: (a) derived tax revenue; (b) imposed nonexchange revenue; (c) government
mandated nonexchange transactions; and (d) voluntary nonexchange transactions. The
adoption of this statement altered signiflcantly the basis of accounting used by the Municipality
for the recognition of revenue and expenditures and related assets and liabilities, as described
above. The effect of the adoption of this pronouncement has been reported as changes in
accounting principles in the accompanying basic financial statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI,ITY OF VEGA ATTA

Notes to Basic Financial Statements
lune 30,2010

D. Measurement Foaus and Basis of Accountinp(Cont.)

Accordingly, the cumulate effects of such transactions have been reported retroactively as

restatements offund balances atluly 1, 2003.

E. Maior and Nonmaior Funds

Under the provisions of GASB 34, the Municipality is required to segregate funds amon8 major
and nonmajor categories within the fund financial statements. Major individual governmental
funds are reported as separate columns in the accompanying fund financial statements, while
data from all nonmajor governmental funds are aggregated into a single column, regardless of
fund type. At minimum a frrnd is considered major if: (1) it ;s the primary operating fund of the
Municipality (i.e. the generalfund) or; (2) meets both of the following criteria:

(a) Total assets, liabilities, revenues or expenditures of that individual governmental
fund are at least 10 percent ofthe corresponding totalfor allfunds ofthat category
ortype;and/

(b) Total assets, liabil;ties, revenues, or expenditures of the individual governmental
fund are at least 5 percent of the corresponding total for all governmental funds
combined.

Based on the above mentioned criteria, the Municipality's general fund, the SBGP fund, the
debt service fund and the "Mantenimiento de Obras Municipales y Otras Necesidades" are the
only four funds that qualify as major funds for the fiscal year ended lune 30, 2010, and
accordingly, have been reported as major funds in the accompanying fund flnancial statements.
All other governmental funds of the Municipality are considered nonmajor for financial
rePorting purposes.

F. Statutorv(BudEetarv)Aacountine

The Municipality's budget is adopted in accordance with a statutory basis of accounting, which
is not in accordance with GAAP. Revenue is generally recognized when cash is received.

Expenditures are generally recorded when the related expenditure is incurred or encumbered.
Available appropriations and encumblances are established to lapse one year after the end of
the fiscal year. Amounts required to settle claims and judgments against the Municipality, and
certain other liabilities, are not reco8nized until they are encumbered or otherwise processed

for payment.

Under the statutory basis of accounting, the Municipality uses encumbrance accounting to
record the full amount of purchase orders, contracts and other commitments of appropriated
resources as deductions from the appropriation prior to actual expenditure. ln the
governmenlal funds/ encumbrance accounting is a significant aspect of bud8etary control.
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Statutorv lBudeetarvl AccountinqlCont.)

The accompanying budgetary comparison schedule - general fund, only presents the
information for the general fund, which is the only M!nicipality's fund with a legally adopted
budget, as required by GAAP. Because accounting principles applied for purposes ofdevelopin8
data on a budget basis differ significantly from those used to present financial statements in
conformity with GAAP, a reconciliation of differences in the deflciency of revenues and other
financing sources under expenditures and other uses of financial sources for the year ended
June 30, 2010 was presented for the general fund as part of the accompanying budgetary
comparison schedule.

Cash and Cash Eouivalents

The Municipality's cash and cash equivalents are composed of cash on hand, demand deposits,
and short-term investments in certificates ofdeposit with original maturities of three months or
less from the date ofacquisition.

The Municipality 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 in various interest-bearing deposits with private commercial banks.

Cash with fiscal agent in the debt seNice fund represents additional property tax collections
retained by the Municipal Revenue Collection Center ("CRIM", by its Spanish Acronym), a

municipal corporation (not a component unit of the Commonwealth or of the Municipality) and
additional potion of sales taxes collected and distributed by P.R. Treasury Department and
deposited in P.R. covernmental Bank. Such cash balances are restricted for the payment of the
Municipality's debt service, as established by law.

Reaeivables and Pavables

Activity between funds that are representative of lending/borrowing arrangements outstanding
at the end of the flscal year are referred to as either "due to/from other funds" {i.e. the current
portion of interfund loans).

Tax receivables in the general fund represent amounts owed by taxpayers prlncipally for
individual and corporate property taxes, municipal license taxes and construction excise taxes. A
portion of these tax receivables is recognized when they become measurable and available
based on actual collections during the 90 days (60 days for property taxes) following the fiscal
yearend related to tax returns due before year-end. Tax receivables also include amounts owed
by taxpayers from taxable years prior to June 30, 2010, estimated to be collectible but not
currently available, as a result ofthe adoption ofGASB 33.

Accounts receivables are stated net of estimated allowances for doubtful accounts, which are
determined based upon past collection experience and curtent economic conditions.

H.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Basic Financial Statements

lune 30.2010

H. Reaeivables and Pavables(Cont.l

lntergovernmental receivables mainly represent amounts owed to the Municipality by the
Commonwealth and the federal government of the United States of America for: (1)
intergovernmental charges, and {2) for .eimbursement of expenditures incurred pursuant to
federally funded programs, respectively.

ln the accompanying Bovernment-wide flnancial statements, receivables consist principally of
all revenues earned at year end and not yet received. Allowances for doubtful accounts are
based upon historical trends and the periodic aging of accounts receivable. Major receivable
balances for the Bovernmental activities include municipal license taxes, property taxes and
construction excise taxes, among others,

Nonexchange transactions collectible but not available are deferred in the accompanying fund
financial statements in accordance with the modified accrual basis of accounting, but not
deferred in the accompanying government-wade financial statements in accordance with the
accrual basis of accounting. lnterest income is recorded when earned only if collected within 90
days after year-end since they would be considered both measurable and available. Allowances
for uncollectjble accounts receivable are based upon historicaltrends and the periodjc aging of
accounts receivable.

l. lnventories and Preoaid Exoenses

lnventories consist of materials and supplies held for consumption. Generally, inventories and
prepaid expenses are valued at cost and predominantlv on the first-in, first-out basis.
Governmental fund inventories and prepaid expenses are recorded as expenditures
(consumption method) when purahased rather than capitalized 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 capjtalized (purchase method) in
the statement of net assets.

l. Tempora.ilv Restrided Assets

Certain cash and cash equivalents set aside by the general fund, the capital projects fund and
the special revenue fund are classified as temporarily restricted assets since their use is limited
for: (a) the compliance with debt service requirements of bonds and notes payable as
established in the respective debt agreements, (b) the funding of construction and permanent
improvement projects, and (c) the funding of federal and state sponsored programs.
Temporarily restricted cash and cash equivalents amounted to 526,451,110 (note 3) at June 30,
2010.
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lune 30.2010

Defefied Charees

oeferred charges in the accompanving statement of net assets consist of debt bond issuance
costs, which are amortized over the term of the related debt using the straight-line method. ln
the fund financial statements, bond issuance costs are recognized in the current period as
expenditure, whether or not withheld from the actual debt proceeds received.

lnterf und Transactions

Permanent reallocations of resources between the Municipality's funds are classified as
interfund transfers. The Municipality has the followinB types of transactions recorded among
funds in the accompanying firnd financial statements:

. Operoting TronsleE - Legally required transfers that are reported when incurred as
"operating transfers in" by the recipient fund and as "operating transfer,out" by the
disbursing firnd.

. lnterfi)nd Pdyments (Quosi-erternol Trunsoctions) - Charges or collections for services
rendered by one fund to another that are recorded as revenue of the recipient fund and as
expenditure of the disbursing fund.

For the purposes of the accompanying government-wide statement of activities, all interfund
transfers between individual governmental funds have been eliminated.

Capital Assets

The accounting and reporting treatment applied to the capital assets associated with a fund are
determined by its measurement focus. General capital assets are long-lived assets of the
Municipality as a whole, such as land, land improvements, easements, buildings, building
improvements, vehicles, machinery, equipment, works, infrastructure and all other intangible
assets that are used in the operations of the Municipality and that have initial useful lives
extending beyond a single reporting period (fiscal year). lnfrastructure assets are generally
immovable in nature and include roads, bridges, streets and sidewalks, drainage systems and
other similar assets. ln the accompanying government-wide statement of net assets, all
individual capital assets over the threshold amount of 5500 have been capitalized and
depreciated.

ln the accompanyinB government-wide statement of net assets, allcapital assets are valued at
their historical cost or estimated historical cost if actual is unavailable, except for donated
capital assets, which are recorded at their estimated fair value at the date of donation.
Estimated historical cost was used to value the majority ofthe assets acquired prior to June 30,
2010. The costs of normal maintenance and repairs that do not add value to the asset or
materially extend capital asset lives are not capitalized.
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COMMONWEATTH OF PUERTO RICO
MUNICIPALIW OF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2010

M. Caoital Assets(Cont.l

AII capitalized assets are depreciated over their estimated useful lives under the straight linemethod. All individual capital assets under the above mentioned capitalizaiio; threshotd are
charged directry to expense in the accompanying government,wide statement of activities. Theestimated useful lives of major capitalasset categories are:

Land improvements
Buildings and building improvements
lnfrastructure
Motor vehicles

Furniture and fixtures
Machinery and equipment

20 years

50 years

20 to 50 years

7 to l0 years

5 to 20 years

5 to 20 years

Equipment held under capital leases is depreciated under the shorter of its estimated lseful life
of the assets or the lease term. Capital assets are recorded as capital outlays expenditlres in
the acquiring fund for the purposes of the accompanying statement of revenues, expenditures
and changes in fund balances - governmental funds.

Deferred Revenues

The Municipality reports deferred revenue on its basic financial statements. Deferred revenue
arises when potential revenue does not meet both the ..measurable,, 

and ,,available,, 
criteria for

revenue recognition in the current period_ Available is defined as due (or past due) at.lune 30,
and collected within 90 days (60 days for property taxes) thereafter to piy obligaiions due at
lune 30. Deferred revenues also arise when the Municipality receives resources f,efore it has a
le8al claim to them. rn 5ubsequent periods, when the revenue recognition criterion is met, or
when the Municipality has a legal claim to the resources, the liabiliiy for deferred revenue is
removed and revenue is recognized. Deferred revenues at the government_wide level arise
only when the Municipality receives resources before it has a legal;laim to them.

Deferred revenues at June 30, 2010 amounted to 52,365,238 in the accompanying government_
wide statement of net assets and balance sheet _ governmental funds

Comoensated Absences

Compensated absences are accounted for under the provisions of Statement No. 16,
Accounting for compensoted , bserces, issued by the Governmentar Accounting standards
Board (GAS816).

Compensated absences include paid time off made available to employees in connection with
vacation, siak leave and compensatory time.

o.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2010

Comoensated Absences(Cont.)

According to GASB 16, the liability for compensated absences recorded in the accompanyrng
governmenFwide statement of net assets is strictly limited to leave that: (1) is attributable to
seNices already rendered on or before.lune 30, 2010, and (2) is not contingent on a specific
event (such as illness) that is outsjde the control of the Municipality and th'e employee. The
liability for compensated absences, include salary related costs, which are direcfly and
incrementally related to the amount of salary paid to the employee (such as employe/s share
of Social Security taxes, Medicare taxes, employer contributions to retiremeni system and
others).

The vacation policy of the Municipality 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 (18 days per year). Employees accumulate compensatory time 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, respectively, are paid to employees each year if
not consumed, as required by law_ tnthecaseofcompensatorytime,theexcessof24Ohoursis
paid to employees each year, if not consumed. Upon termination ofemployment, an employee
receives compensation for all accumulated unpaid regular vacation leave at the current rate. tn
the case of regular sick leave, if the employee terminates his or her employment with the
Municipality before reaching 10 years of services, such regular sick leave days are not paid to
the employee. Upon termination of employment, an employee does not receive compensation
for compensatory time, if not consumed. After 10 years of services any regular sick leave
balance is paid to the employee. Accumulated vacation time is fully vested to the employees at
any time. At lune 30, 2010, the Municipality has recorded a liability for compensated absences
amounting to 52,011,736 in the accompanying government-wide statement ofnet assets.

Claims and ludsments

The estimated amountofthe liability for claims and judgments, which isdue on demand. such
as from adjudicated or settled claims, is recorded in the general fund.

lone-Term Debt

All long,term debt to be repaid from governmental resources is reported as liabilit,es in the
government,wide statement of net assets, except for principal and interest payment on long-
term obligations due inJuly 1 of the following fiscalyeaC which is recorded in the func, tinancial
statements when resources are available in the debt service fund (generally at June 30). Bonds
and notes prem,ums and discounts, as well as, issuance costs, are deferred and amortized over
the life of the debt in the accompanying government,wide financial statements.

long'term debt for governmental funds is generally not reported as liabilities in the fund
financialstatements.

P.
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MUNICIPAI.ITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2010

Lone-Term Debt(Cont.)

ln the governmental fund financial statements, governmental funds recognize bond premiums
and discounts, as well as bond issuance costs, during the current period.- The face amount of
the debt issued is reported as other financing sources. premiums received on debt issuance are
reported as other financing sources while discounts are reported as other financing uses.

Reservations of Fund Balanaes

Reservations of fund balances represent portions of fund balances that are legally segregated
for specific future uses or are not appropriated for expenditure. The Mun;ip;tity has the
following types of reservations offund balances:

. Encumbronces - Represent future expenditures under purchase orders and other
commitments. These committed amounts represent reservations of unexpired
appropriations and generally will become liabilities in future periods as the goods or
services are received.

. Copitol Assets - Represents net assets available to finance future acquisitions ofcapital
a55ets.

, Debt SeNice - Represents fund balances available to flnance future debt service
payments.

. Advonces dnd Othet Specifred purposer - Represent the reservation of moneys set
aside principally for long-term commitments related to federally_funded programs.

Risk FinancinE

The Municipality purchases commercial insurance coverjng casualty, theft, tort claims, and
other losses. The Commonwealth, through its Department of Treasury, pays the insurance
premiums on behalf of the Municipality and then is reimbursed each year through monthly
equal payments. The current insurance policies have not been canceled or terminated. For
workers'compensation and disability insurance, the Municipality obtains insurance coverage
through the State tnsurance Fund Corporation (a component unit of the Commonwealth) and
the Occupational Disability Fund (whjch is a trust fund administered by the Department of
[abor and Human Resources of the Commonwealth).

TotalColumns

Total columns on the fund financial statements are presented only to facilitate flnancial
analysis. Data in these columns does not present consolidated financial position or results of
operations in conformity with GAAP. such data is not comparable to a consolidataon since
interfund eliminations have not been made in the accompanying fund financial statements.

T.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
lune 3q 2010

U. Use ofEstimates

The preparation of basic financial statements in conformity with accounting principles generally
accepted in the United States of America requires the Municipalitr/s minagement to mat<e
signifrcant estimates and assumptions that affect the reponed amounts of assets and riabirities
and the discrosure of contin8ent assets and riabirities at the date of the basic financiar
statements and the reported amounts of revenue and expenses during the reportjng period.
Actual results could differ from those estimates

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

The Municipality's general fund is the only Bovernmental fund for which an annual budget is legally
adopted. The Municipality,s elected Mayor is IeEally required to prepare and submit to the elected
Municipal Legislature an annual balanced budget for the ensuin8 fiscalyear. The annual budget isprepared by the Municipality's Department of Finance, and takes into consideration the advice
provided by all municipal departments and divisions. The appropriations made for any fiscalyear
shall not exceed the total revenues, including available surplus, estimated for said fiscal year, unless
the imposition of taxes sufficient to cover said appropriations is provided by law.

The annual budget, which is developed utilizing elements of performance_based program budget,ng
and zero_based budgeting, incrudes an estimate of revenues and other financing resources of the
ensuing fiscal year under: (1) laws existinB at the time the budget is submitted;and (2) municipal
legislative measures proposed by the Mayor and submitted with ihe proposed budget, as well as the
Mayo/ recommendations as to appropriations that in his judgment are necessary, convenient, and
in conformity with the four-year governmental plan adopted bt the Municipality.

The Municipal tegislature may amend the budget submitted by the Mayor but may not increase any
items so far to cause a deficit without imposing taxes or identifying other sour;es of revenue to
cover such deficit. Upon approval by the Municipal Legislature, the budget js referred to the Mayor
who may decrease or eliminate any line item but may not increase or in;rt any new Iine item in thebudget. 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 prior to the end of the fiscal year, the
annual budget for the preceding fiscal yea, as approved by the tegislature and the Mayor, is
automatically renewed for the ensuing fiscal year until the Municipal Legislature and the Mayor
approve a new budget. This permits the Municipality to continue making payments for its
operations and other purposes until the new budget is approved.

The Municipality's annual budget is prepared on the budgetary basis of accountjng, which is not in
accordance with GMp. Accordingly, for budgetary purposes the Municipality uses encumbrance
accoLrnting. The encumbrances (principally purchase orders and contra;ts) are considered
expenditures when a commitment is made.
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MUNICIPALITY OF VEGA AI,TA

Notes to Basic Financ;al Statements
June 30, 2010

STEWARDSHIP, COMPLTANCE, AND ACCOUNTABtLtTy(Cont.)

For GAAP reportinB purposes, encumbrances outstanding at year_end are reported as reservations
of budgetary appropriatlons and GAAP fund balances and do not constitute expenditures or
liabilities on a GMP basis because the commitments 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 addition, the Municipal tegislature may direct that certain
revenues be retained and made available for spending within a specific appropriation account_

Generally, expenditures may not exceed the level of spendin8 authorized for an individual
department or division of the Municipality. However, the Municipality is statutorily required to
satisfy the debt service requirements, regard,ess ofwhether such amounts are appropriated or not.

Appropriations are enacted for certain departments and divisions. Appropriations for capital
projects are made for each bond/note issue and the authorization continues for the expected
construction period.

The Municipality's Finance Department has the responsibility to ensure that budgetary spending
control is maintained on an individuar department/division basis. The Finance Department may
transfer part or all of any encumbered barance within a department to another department subject
to approval. Budgetary control is exercised through the Municipality,s accounting system. This
system ensures that encumbrances or expenditures are not processed if they exceed the
department/division's total available spendin8 authorization, which is considered its budget. The
legal level of budgetary control is at the individual department level for the general fund
expenditures, principal and interest due for the year for the debt service fund, and by bond/note
authorization for capital e)(penditures.

The annual budget as presented in the accompanying Budgetary Comparjson Schedule _ General
Fund is the bud8et ordinance at June 30, 2010 representing the original budget, as amended. There
were no supplemental appropriations for the year ended June 30, 2010.

3. DEPOSITS

The Municipality maintains its deposits of cash in the Govetument Development Bank for puerto
Rico ("GD8"), a governmentar bank and component unit ofthe commonwearth who serves as fiscar
agent ofthe Municiparity, and in various commerciar banks rocated in puerto Rico. The barances
deposited in GDB are uninsured and unco aterarized. The balances deposited in commerciar banks
are insured by the Federal Deposit lnsurance Corporation (,,FD|C,,) up to a maximum of $25O,OOOper depositor. However, under the laws and regulations of the Commonwealth, public funds
deposited in commerciar banks must be fufly colaterarized for the amount deposited in excess of
federal depository insurance provided by the FDiC. All securities pledged as collateral are held by
an agent of the Secretary of the Treasury of the Commonwealth in the name ofthe Municipality.
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3. DEPOSTTS(ConI.)

Cash, cash equivalentsand investments atJune 30,2010 consistofthefollowing:
tnctuded

tn.luded in tncluded in Mantenimiento lncluded in in Other
General Debt Service Obras Municipales SBGP Governmentat
Fund Fund rund Fund Funds Totat

lJn restricted cash

and €ash

- equivalents in

commercialbank 5 1,448,364

remporanry
- restristed cash

andcash 7.940,619 7,297.740 11,671.jA6 26.451.110

- Total S s,988,s88 $ 7,940,6!9 S 2,2s7,14o S 741 S 11,,6jt,:,86 S D,as9,474

S 1,448,364

The Municipality's bank balance of deposits and investments with financial institutions are
categorized to provide an indication of the level of collateral risk assumed by the Municipalitv at
June 30, 2010. Risk categories are described as follows:

Category 1: lnsured or collateralized with securities held by the Secretary of the
Treasury' agents in the Municipality,s name.

Gtegory 2: Collateralized with secLrrities held by pledging financiat institution,s trust
department or agent in the Municipality's name.

Category3: Uncollateralized; inclLrding any bank balance that is collateralized with
securities held by the pled8ing financial institution or by its trust department
or agent but not in the Municipality,s name.

The carrying amount (book baiance) and the bank balance of deposits and investments with
financial institutions of the Municipality at June 30, 2O1O consist of the following:

Carrying Bank

Amount Balan.e
Deposits in comme.cial banl<s
Deposils in governmental banks

Total

Bank balances ofdeposits and investmentsi
Catetory 1

Category 2

Cat€gory 3
Totalbank balances

33 1r.::..

17,727,3745 11,305,951
16,77A,100 76,77a;rOO

5 27,a99,474 S z8,o84os1

I 15,77&1OO

7,160,371
4,145,640
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COMMONWEALTH OF PUERIO RICO
MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2010

4. (A) MUNtCtPAt UCENSE TAXES

The Municiparity imposes a municipar ricense tax on aI businesses that operate within theMuniciparit, which are not totafly or partialy exempt from the tax pursuant to the rndustriar
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 declaration filing date is ten daysafterthe State lncomeTax is filed (thelsth day ofApriteach year). Entities with sates volume ofS 1
million or more must include rates established by the Municipality. At June 30, 2010, the municipal
tax rates imposed by the Municipality were 1.50 percent for financing institutions and O.50 percent
for any other taxpayers. Any taxpayers, who have been granted with- partial t;x exemptions under
any of the incentive tax laws of the Commonwealth, ultimately pa; munjcipat license taxes at
reduced tax rates, generally between 60 percent and 90 percent under standard rates.

Each taxpayer must asses his/her corresponding municipal license tax by declaring h;s/her volume
of business through a tax form based on the actual volume of business ienerated in the preceding
calendar year. The tax can be paid by the taxpayer in two equal installm;nts: (1) the first paymeni
due in July 15, and (2) ranuary 15 subsequent to the firing of the decraration. The first instalment of
the tax covers the taxable period (six months) ended December 31 subsequent to the filing date of
the declaration, while the second installment of the tax covers the taxable period (six months)
ended June 30 of the subsequent calendar year_ lf a taxpayer elects to pay the tax in full on the
filing date ofthe declaration, a S percent discount is granted automatically on the tax amount due.

Any municipal license taxes collected in advance (that is, prior to lune 30 but pertajning to the next
fiscal year) are recorded as deferred revenues. As ofJune 30, 2010, the total municipat li€ense tax
receivable (net of the allowance for estimated uncollectible amounts) was 54,711 (base of
subsequent or days collections).

4. (B) MUNtCtPAt SATES AND USE TAX

On September 23, 2006 the Municipat legistature of the Municipality of Vega Atta approved the
Ordinance No. 15 (Serie 2006-2007) based of State publjc law No. 117 ofJuly;, 2006 establishing a
local sales and use tax of 1.5% over the sare of goods and services made within tne Municiparities
boundaries. The Ordinance was effective ten days after public notice, and under this Ordinance,
every business doinS retair sares is required to register on the Municiparity to obtain a retaire/s
Registratjon Certificate. The retails are required to file monthly sales tax returns by the 10th day
following the month in which the tax was collected.

On July 29,2007, the State public Law No. 80 established that the municipalities may collect
only1.0% of its sales and use tax and the puerto Rico Treasury Department (pRTD) the other 0.5%.
Resources collected would be use for construction, permanent improvements, health and public
safety services, the improvements in the management of sorid waste disposar and theimplementation of recycling programs bythe Municipality.

Fhe tax collected by PRTD wilt be distributed to the municipalities in three separate funds:
Municipal Development Fund, Municipal Redemption Fund and Municipal lmprovements Fund.
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(8) MUNTCTPAt SA|-ES AND USE TAX (Cont.)

The Municipal Development Fund will be based on 0.2 % of the 0.5 % collected but wi be
distributed within all municipalities by formula based on total amounts collected, operational
budgets and population. Another O.2% will be deposit on a Municipal Redemption tund in the
Government Development Bank for Puerto Rico (GDB) and use only for the repayment of future
municipal loans to GDB. The other 0.1 % will be deposit in a Municipal lmprovements Fund in GDB
and assigned by the State Legislature for construction and permanent improvements projects to the
municipalities. During year 2009-2010 the Municipatity collected S2,357,289 of sales taxes and has
5206,288 from receivable.

PROPERTYTAXES

The Municipality is authorized by law to impose and collect personal and real property taxes.
Personal property taxes can be imposed to any natural or legal person engaged in trade or business
that atJanuary l ofeachyear is owner of personal property used in trade or business.

Personal property taxes are self assessed by taxpayers every year using the book value of personal
property assets owned by the taxpayer at January 1 and reporting such taxable value through a
personal property tax return filed on May 15 subsequent to the assessment date. At lune 30, 2010,
the total personal property tax rate in force was 6.38 percent (of which taxpayers pay 6.18 percent
and -20 percent is reimbursed bythe Department ofTreasury ofthe Commonwealth. Realproperty
taxes are assessed by CRIM. The assessment on real property is made every January 1 and is based
on estimated current values of the property deflated at 1957.market prices. At June 30, 2010, the
total real property tax rate in force was 8.38 percent (of which 8.18 percent is paid by taxpayers).

Residential real property occupied by its owner is 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 Commonweahh assumes payment of the basic tax (4.00 and 6.00 percent for
personal and real property, respectively) to the Municipality, except for property assessed of less
than 53,500 (at 1957 market prices), for which no payment is made. Revenue related to the basic
tax on exempt property is recorded in the general fund when collections are received from the
CRIM.

CRIM is required to remit 1.03 percent of the personal and real property tax collected to the
Municipality to be used for the partial funding of the debt service requirements on general
obli8ations and notes payable of the Municipality. tn addition, 1.35 percent of the total personal
and real property taxes collected by CRIM is restricted for debt service requirements of the
Municipality and is retained by GDB for such purposes. Accordingly, such amount is recorded as
revenues in the debt service fund when collected and reported by the CRIM.

The Additional Lottery System of the Commonwealth (the ',Additional Lotteny',) is an operational
unit reported as an enterprise fund ofthe Commonwealth, which currently operates several betting
alternatives to the citizens of Puerto Rico.
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Notes to Basic Financial Statements
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S. PROPERTY TAXES (Cont.)

The Additional Lottery is required every year to distribute a portion of its excess of revenues over

expenses as follows:

Thirty five percent (35%) of its net earnings (defined 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 QualifyinB Elderly) is earmarked to the municipalities of the

Commonwealth of which a maximum of 526 million, on an annual basis, is distributed to
the Municipal Equalization Fund hetd by CRIM to cover operating expenses and peamanent

improvements of the municipalities.

An additional amount not exceeding S15 million, on an annual basis, is distributed to the

Municipal Equalization Fund, provided it is within the 35 percent correspondinS to the

municipalities of the Commonwealth. When the accumulated municipal appropriations

from the municipalities' Puerto Rico Health Reform are covered up to June 30, 1997, these

resources will be assigned to the Health lnsurance Administration, a component unit of the

Commonwealth.

Total property tax receivable, net of allowance for uncollectible accounts amounted to

5294,403 at lune 30, 2010.

i.

Operating Transfer to:

Debt 5en/ice fund5
Otherfunds

4,165

s (2,010,099)

6. INTERFUND BALANCES

On Julv 1, 2001 the Municipality adopted the provisions of Statement No.38, Certoin Financiol

stotement Note Disclosures, issued by the Govefifientol Accounting Stondords Boord. This

statement requires the disclosure of the flow of resources between funds and to assess the
collectibles of interfund balances. lnterfund balancesat.lune 30,2010 consisted ofthe followinS:

A. Operating Transfer

Operating Transfer f rom
Major Funds

General

Debt Mantenimiento
Service Obras

Municipales

s 318,407

Other

S 7,4a6,927 s 200,000

36 l' .
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COMMONWEATTII OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Basic Financial Statements

June 30, 2010

6. INTERFUND BALANCES (Cont.)

B. Due to/ from

DUE FROM DUE TO

s291,O74 5184,426
"MantenimientoObrasMunicipales" 1,84,426
CDBG

Other Governmental
Total $475100 s4z5l00

lnter-fund receivables and payables represent the pending settlements of the aforementioned
transfers, which are considered by management to be fully realizable at lune 30, 2010.

7. DEFERRED REVENUES

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

a. GeneralFund:

Deferred revenue ot 52,332,207 in the general fund is related to municipal license tax
collected in fiscal year 2009-10 that will be earned in fiscal year 2010-11.

b. Oiher Governmental funds:

Federal Government - The deferred revenues presented in other governmental funds
represent the portion of federal grants received for which qualifying expenditures have not
been incurred. Deferred revenues of S28,300 are for HPRP Grant and 54,731 for HOPWA.

FUND

General

51,308
239,766

37 1.
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MUNICIPALIW OF VEGA ALTA

Notes to Basic Financial Statements
June 30, 2010

8. INTERGOVERNMENTAL RECEIVABLE AND PAYABLE

Due to other governme ntal units ofthe generalftrnd for services rendered to the Municipality consists

of the following:

Major
Fund

Other
Govemmental

Fund

Total
Govemmental

Statement

assets
lntergovemmental receivable:
Puerlo Rico Electric Power Authority

Total

lntergovsrnmental payable:
General Govermental SeNices
Commonweallh of Puerto Rico
Employees Retirement System of

ihe Governmeni of Puedo Rico

Puerlo Rico Aqueducl and Sewer

Puerto Rico Elect c Power Authority
lntemalRevenue SeMce

'|,752,646

$,_11!?,64q $

1.752,646

$ 1.752,W

ur:

119,154

'r,,40;
1,752,646

17.423

$ 1,903,311

1,752,646

$ tl!?.q!q

Total

686

119,154

13,402
1,752,645

17,423

$ _1.999,911

uu:

119.154

8,40;
1.752,U6

'17,423

s t 903.311

9. LEASE PAYABLE

The Mun;cipality leases certain vehicies, machinery and equipment under long term leases, this

equipment was financed as a capital lease with Banco santander and Ricoh PR. The Municipality is

required to pay 52,551/month for equipment mentioned above till cancellation. The following is

schedule offuture minimum lease payments required above capital leasing as of.lune 30, 2010.

schedule of Future Leasing Payments

Year Ending Amount
6/30|2011- 2,ss7

Amount Representing Interest

Short Term
Long Term

20

s 2131

s 2.s31
s .0.

38 1 ,



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Easic Financial Statements
.tune 30,2010

10. CAPITAL ASSETS

Capital asset activity for the year ended lune 30, 2010, was as follows:

Balance
al

June 30, 2009 Addilions

Balance
at

June 30,2010COST BASIS:
Cost basis of capitalassets, not subiect

io depreciation and amortization:
lniiastructure land
Construction in prosress

Total cost basis of c€pital assets, not
subject to depreciation and amodization

$ 15.237.573 $ 758 950
1.341261 3.355 243

16.578 834 4,114193

$ 17,767

12,218,54O)

Q,24O.773)

2,2co,773_

$ 16 014 290
2,477,964

1A,492,254

Cost basis of capital assets, subjecl to
depreciation and amortizaiion:

BuildrTgs siructures ard buiiding rrprovemer

Vehicles under capital lease
t i..-ansed vehicles
lvtach nery and equipment

fotal cost basls ofcapitalassets subjecl
to depreciation a.d amortization

Total cost basis of capilalassets

24,612,757
26,795,010

681,324
8,793,150
3,171,857

28 635,400
29,987,803

681,324
8,916,204
3,550,338

7'1,771,069

!a&1i?1

Balance
at

June 30,2010

9,092,699
20,735,186

641,324
8,916,204
2,214,U8

22,643
992,020

123,454
374.481

68,054.098 1,516,198

84.632.932 5.630.391

2 244,773

Balance
at

Juns 30, 2009
ACCUMULATED DEPRECIATION AND AIeIORTIZATION:

Buildings slructurcs and building improvements 8 493779
lnfrastructrre 18,950,901
Land lmprovements 681,324
Licensed vehicles 8,549,698
[/tachinery and equipment

Total accumulated depreciation and amodizatior

CAPITALASSETS, NET

598 920
1.U4,285

366,506
388,0931,826,555

38,542.257

s 46.130.675 $ 2 432,5A7

3197.804 41,700,061

Depreciation and amortization expense was charged

wide statement of activities as follows:
by functions in the accompanying government

General governrnent

Public safety

High way and urban developnEnt
Public housir€ and welfare

culture, recreation and education

Urban and economic developrnent

Total depreciation and anrcrtization expense

S 9s,934
703,5r1

891385

3L,974

383,736

1,0a7,29

3sI .,

S 3,197,804



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Basic Financial Statements

lune 30, 2010

11. LONG-TERM DEBT

The Municipality's Legislature is legally authorized to determine the contracting of debts of the
Municipality. Nevertheless, the laws and regulations ofthe Commonwealth also provide that:

. Direct obligations of the Municipality (evidenced principally by bonds and notes) are
backed by the fullfaith, credit and taxing power ofthe Municipality; and

. Dired obligations are not to be issued if the amount ofthe principalol and interest on,
such bonds and notes (and on all such bonds and notes issued thereafter) which are
payable in any fiscal year, together with any amount paid by the Municipality in the
preceding fiscal year on account of bonds or notes guaranteed by the Municipality,
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 restricted for debt
service.

ln addition, before any new bonds or notes are issued, the revenues ofthe debt service fund should
be sufflcient to cover the projected debt service requirement. At June 30, 2010, the Municipality is

in compliance with the debt limitation requirements.

The general long-term debt activity for the year ended iune 30, 2010 was as follows:

Govemnlern Oewlop.rnl Bank

cRtM , Note

Compecaled ab6ences

6155,000

s 6155,0m

(1,582,000)

(88.375)

(4,085)

5 (1674,460)

June 30, 2009

16,460,000

,143,691

2,O15,421

$ 18,919,512

ch.nqos June3!,2010

21,033,000

355316

2,011.736

$ 23,{00,052

1,775,0@

93,041

1,093,276

$ 2961,357

40 l--'



COMMONWEALTH OF PUERTO RICO

MUNICIPAI,ITY OF VEGA ALTA

Notes to Basic Financial statements
June 30, 2010

11. I-oNG-TERM DEBT (cont.l

The Municipatity issues general and special {public improvements) obligations bonds and notes to
provide for the acquisition and construction of major capital facilities and equipment, as well as, to
cover certain operating needs. Long-term debt atJune 30,2010 iscomposed ofthefollowingdebts:

- GeneEl obliration bonds: Outstanding
Amount

1995 serial bonds, original issues amount of 5990,000 due in annual principal

- installments ranging from 515,000to 590,000; plus interest due in semiannually 640,000

installments at rates 6% to 6.63 at June 30, 2010 through July 1, 2019

- 1995 serial bonds original issues amount of 53,425,000, due in annual principal

installments ranging frcm 54O,OOO to S295,OOO; plus interest due in semiannually

_ 
installments at rates 6.20% to 6.63% at June 30, 2010 through July 1, 2020

1997 serial bonds, original issues amount of 5610,000, due in annual principal a^n nno
installments ranting from 510,000 to S50,00O; plus interest due in semiannually

- installments at rates 5.78% to 5.56% at.lune 30, 2010 thro'-rgh Jlrly 1, 2021

1999 serial bonds, original issues amount of 5940,000, due in annual principal

- installments ranging from S3O,OOO to 595,000; plus interest due in semiannual

installments at variable -ates 4.70% lo 4.91yo at lune 30, 2010 through luly, 1, 2016

- 2OOO serial bonds issues amount of5135,000, due in annual principal installments
ranging from 55,000 to 510,000, plus interest due in semiannual installments at variable 85,000

_ 
rates 4.10% to 5.60% at Jlne 30. 2010 throuEh lulv 1,2024.

2OOO serial bonds, original issues amount of 5230,000, due in annual principal

installments ranging from 55,000 to 520,000; plus interest due in annual installments at 185,000

- variable rates 2.18%to 8.0% at June 30,2010 throu8h luly, 1, 2025.

2OO2 serial bonds, original issues amount of 5500,000, due in annual principal rnq non
- installments ranging from 510,000 to 550,000; plus interest due in annual installments at

varlable rates 4.10/o to 5.39% at June 30, 2010 through luly, 1, 2021.

- 2OO7-08 serial bonds, ori8inal issues amount of 5380,000, due in annual principal 17nmo
installments ranging from 565,000 to S 90,000; plus interest due in semiannually
installments at variable rctes 2.43o/o lo 7.soyo at June 30, 2010 through l'.rly, 1, 2011.

2003 se.ial bonds, original issues amount of S1,235,000, due in annual principal 
1 ogo.om

installments ranging from 520,000 to 595,000; plus interest due in semiannual

- installments at variable rates 4.38%to 5.O2yo at Jrne 10,2010 through JLily, 1, 2028.

- 41 l:'-



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
lune 30,2010

_ 11. IONG-TERM DEBT(Cont.)

2Oo3 operational Bond - Serial bond issues amount of 52,585,000 dr" in "nnr"l ,.rrr_ooo
installments ranging from 540,000 to 5200,000 plus interest due in semiannual -'---'---

- installments at variable rates 2.43% to 7% through January 1, 2010 and fixed rate of 5.5

through July 1, 2028.

- 2005 serial Bonds issues amount of 52,115,000, due in annual principal installments 1,005,000

ranging from 5255,000 to 5355,000, plus interest due in semiannual installments at

_ variable rates 4.38%to 4.730/. at lune 30,2010 through Julv 2012.

1995- Public lmprovement Bonds issues amolnt of S 4,735,000 due in annual
installments of principal ranging from 550,000 to 5295,000; plus interest due in 2,273,000

- semiannual installments variable rate from 5.38 % to 7.75yo at lune 30, 2010 through
Au8ust 1, 2020.

2007 serial bonds, original issues amount of 5 1,300,000, due in annual principal

- installments raging from S 30,000 to S 120,000; plus interest due in semiannual 1,240,000

installments at variable .ates2.43%to7.5% at lune 30, 2010 through J uly L,2027.

- 2@7 serial bonds issues amount for S 1,095,000, due in annual principal installments
rangin8 from S 340,000 to S 390,000, plus interest due in semiannual installments at 390,000

_ variable rates 2.43% lo 7s% at lune 30, 2010 through I uly 1, 2010.

2007 serial bond, original issues amount of 5 1,270,000, due in annual principal

installments ra8ing f.om 5 145,000 to 5225,000; plus interest due in semiannual 970,000
- installments at variable rates 2.43 % to 7.5 % at June 30, 2010 through July 1, 2014.

2008 serial bonds, original issues amount of 5 995,000, due in annual principal
- installments ranging from S 1.5,000 to S 90.OOO; plus interest due in semiannually

installments at variable -ates 2.43% lo 7 .'Oyo at lune30, 2008 through July 7,2032.

- 2O1O serial bonds with original issues amount of $3,930,000 due in annual installments 
3.930.000

ragin8 from S150,000 to 5415,000; plus interests due in semiannually installments at

_ rates from 6.0% to 7.50%; started in July 1, 2010 through July 1,2024.

2010 serial bonds with original issues amount of 52,225,000 due in annual rnstallments
ranging from 585,OOO to 5235,000; plus interests calculated from 5% to 7-257o started in

- luly 1, 2O1O through luly 1, 2024

Totalgeneralmunicipalobligationbonds S21J3:t000

421



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
lune 30,2010

- 11. LONG-TERM DEBT (Cont.)

- On March 19, 2002, the Resolution NLrm. 36 Series 2001-2002 was enacted which
authorized the Municipality to obtain up to S260,780, for a term not exceeding 25 years,

for the repayment of bonds issued for the sale of delinquent accounts. The repayment

- agreement bears interest at variable rates (beginning in 6.22yo at June 30,2OO4)

On November 28, 2001 the Agency (CRIM), financed the Real Property Digitalization

- System that must be used in the lsland. The total cost of this System was distributed
among all Municipalities. The share of this cost assigned to the Municipality of Vega 125,A29
Alta amounted to 5 663,027, financed for 10 years at a 5.95% interest rate, payable in

- semiannual installments.

Total payable to CRIM Sl55lt6

Notes oavable to the Puerto Rico Treasurv Deoartment:

Payable to CRIM

Comoensated Absences

At June 30, 2010, the liability for compensated absences is composed as follows:
Due within Oue after
one year one year Total

Vacations

Sick leave

Total

5 s77,62s S 3ss,847 S 933.472
340,835 137,429 L,O7a,264

s 918,460 51.,093,216 s 2,011,735 2,0L7,736

- Total long-term debt (without short term reclassiliEation)

Plus Capital Leasing

- Short term debt reclassification

long term debt

23,400,052

2.53L

23,4O2,5a3

2.789.O72

s20.513.511
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AITA
Notes to Basic Financial Statements

lune 30, 2010

- 
tr. IONG-TERM DEBT(Cont.)

The principal and interest maturities for the general obligation bonds of the Municipality of vega Alta at

- lune 30, 2010 are as follows:

Year Ending Bonds (Special additional
June 30 Contribution)

Principal lnterest

Operational Notes and Bonds

Principal lnterest

20t1 1,555,000 675,L20

2072 1,255,000 972,689

2071 1,260,000 899,541

2014 965,000 828,034

2015 1,050,000 759,564

20t6-2020 4,835,000 2,835,3M

2027-2025 4,375,OO0 989,119

2026-2030 995,000 221,249

2031-2035 235,OOO 2t939

Totat s15,545,00O s8,208,562 s4,488,00O s2,747,7O'

12. EMPLOYEES RETIREMENT SYSTEM

The Municipality's emptoyees participate in the Employees' Retkement System of the Government

- of Puerto Rico and its tnstrumentalities (the "System"). The System is the administrator of a multi-

employer cost sharing (as related to the Municipality's reporting entity) defined pension plan

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

- 75,1951, as amended, and became effective on January 1, 1952. The System covers all regular

employees of the Commonwealth and its instrumentalities, the Municipality and other

- 
arn,cipalities ofthe Commonwealth.

The System is independent, thus assets may not be transferred to another system or used for any

purpose other than to benefit each system's participants. The System issues are publicly available

- financial reports that include its basic financialstatements and required supplementary information

for each of them, including required six-year trend information. Those reports may be obtained by

writing to the administrator of the System.

210,000 2L4,435

224,000 289,080

234000 274,334

250,000 258,563

183,000 241,357

|,977,OOO 912,759

685,000 500,958

725,000 56,222
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
.lune 30, 2010

12. EMPLoYEES RETIREMENT SYSTEM (cont.)

The system provides for retirement, death and disability benefits. Death and disability retirement
benefits are available to members for occupational and non-occupational death and disabilities.
Retirement benefits depend upon age at retirement and number of years of credited service.

Benefits vest after 10 years of plan participation.

Retirement benefits are determined by the application of stipulated benefit ratios to the membe/s
avemge compensation- Average compensation is computed based on the highest 36 months of
compensation recognized by ERS. The annuity, for which a plan member is eliSible, is limited to a

minimum of5200 per month and a maximum of75 percentofthe average compensation.

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951, which created the System,

was enacted with the purpose of establishing a new pension system ("system 2000"). system 2000

became effective on January 1, 2000. Employees participating in the current system as of
December 31, 1999, had the option to either stay in the deflned benefit plan or transfer to the new
program. Pe.sons joining the government on or after January 1, 2000, are required to become

members of System 2000.

System 2000 is a hybrid defined contribution plan, also known as cash balance plan. Under this new
plan, there is a pool of pension assets, which are invested by the System, togethe. with those ofthe
current defined benefit plan. Neither the Commonwealth nor the Municipality will guarantee

beneflts at retirement 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 invested in an account which will either: (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

combination of both alternatives. Participants receive periodic account statements similar to those
of defined contribution plans showing their accrued balances. Disability pensions are not being
granted under System 2000. The employe/s contributions (9.275 percent of the employees' salary

which is applicable to the M unicipality) will be used to fund the current plan.

System 2000 reduced the retirement age from 65 years to 50 for those employees who joined the
current plan on orlaterJanuary 1,2000.

Fundina Policv:

Contribution requirements are established by law and

Municipality
Employees:
Hired on or before March 31, 1990

Hired on or after April 1, 1990

9.275%ofgrosssalary

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

4sI .-



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2010

EMPLOYEES RETIREMENT SYSTEM (Cont.)

During the fiscal year ended June 30, 2010 the employer's contributions paid by the Municipality to

both retirement systems amounted to S421,637. On August 12, 2000, Act No. 174 was approved to

allow certain pa rticipa nts of the ERS to be eligible for early retirement upon attaining at least age 55

with 25 years of service, provided they made their election on or before April 1, 2001' Those who

elected early retirement under this law will receive monthly benefits of 75 percent (if 25 or more

years of service and age 55, or 30 or more yea.rs or services and age 50) or benefits of 55 percent (if

25 years of service by less than age 55) of their average compensation, which is computed based on

the highest 36 months of compensation reco8nized by the SYstem ln these cases, the employer

(including the Municipality) is responsible for contributing to the system the amount needed to

cover the beneflt payments and employer contribution with respect to the participants covered

untilthe participants reach the normal retirement age.

Historically, the Commonwealth has reported the System as a single_employer plan (as relates only

to the financial reporting entity of the Commonwealth) in its comprehensive annrral financial

report- Accordin8ly, the Commonwealth will assume any actuarial deficiency that may exist or arise

related to the Municipality's participating employees since the System does not allocate any

actuarial deficiencies pertaining to municipal employees participating in the System The

Municipalitv is only required by law to make statutory contributions in the rates mentioned above.

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

Municipality's participating employees, if any, has been recorded in the accompanying basia

financialstatements.

13. COMMITMENTS AND CONTINGENCIES

The Municipality is defendant in various legal proceedings pertaining to matters incidental to the

performance of routine Sovernmental operations Under Act No. 104 of lune 25, 1955, as

amended, persons are authorized to sue the Municipality only forcauses of actions set forth in said

Act to a maximum amount of 575,000 or 5150,000 if it involves actions for damages to more than

one person or where a single injured party is entitled to several causes of action Under certain

circumstances, as provided in Act No.9 of November 26, 1975, as amended, the Municipality may

provide its officers and employees with legal representation, as well as assume the payment of any

judgment that may be entered against them. There is no limitation on the payment of such

judgment.

With respects to pending or threatened litigation, the Municipality has reported liabllities of

S110,995 or awarded and anticipated u nfavo ra ble judgments as oflune 30,2010. This amount was

reported within claims and judgments liabilities in the Sovernment wide statement of net assets.

Management believes that the ultimately liability in excess of amounts provided, if any, would not

be signiflcant.

The Municipality had several outstanding or planned construction prolects as of June 30, 2010

These projects are evidenced by contractual commitment with contractors The construction

projects of the Municipality are commitments of the Capital Projects' funds that amount to

52,471,964.

a6 l.:i:



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AITA
Notes to Basic Financial Statements

June 30, 2010

14. SUBSEQUENTE EVENT

No subsequent events were noted at the date of report-
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Budgetary Comparison Schedule- General Fund

June 30, 2010

Original

Municipal icense taxes
Licenses and Permits
GovermentalRevenue
l.terest, fi.es and penalties

Municipal license taxes

Generalgove.nment
Highway and Urban

5anitation & Envnonmental Control
Culture, Recreation and Education
Public, Housing Walfare

4,730,417
3,100,000
1,310,000
3,652,707

630,079
300,000

1,675,000
525,000

(see Note 1)

5 4,730,476
2,988,791

7 57,741
2,249,020

335,048
27L,707

1,6a0,962
2,126,603

Potitiv€(Negalivel

$ (1)
(111,209)
(ss8,259)

{1,109,035)
129s,031)

(28,899)

5,962
1,801,603

f-lrr4 ,e6r)

s 1,141,960
t57,372
65,010

350,485

22,995

4,730,477
3,100,000
1,310,000
3,358,0ss

630,079
300,000

1,675,000
525,000

5 1581 3253 15,628,611 t5,333,142

4,375,342
958,556

1,602,954
3,544,938
1,035,129

406,330

10,203,958
833,195

7,444,631
3,336,330
!,oo2,7aa

303,709

8,455,998
6/5,423

1,383,621
2,985,84s

943,136
24O,71-4

s t5,923,263 s 17,128,611 725,L3) 2,403,4J4

Revenue (expenditure) 5 S

Expla.ation of Diflerences:

sources/inf lows of fioa.ci.l rerources:
Actual amounts (budgetary basis) "available for appropriationJ'

from the budgetary comparison schedule
oifferenc€s - budget basis to 6AAP:

Transfers from other funds are inflows of budsetary resources
but are not reve.ues for financial reportine purposes

Timing difference in rev€nue recognition in budget basis vs actual
in Statements of Revenues

lotal r€venues.s reported on the statement of revenuer, espe,
and chanses in fund balances governmentalfunds

Utes/outf low5 of finan.ial r€sourcer:
Actual amounts (budSetary basir'\otal charges to appropria

from the budsetarv compariso. schedule
Difterences budget basis to GAAP:
Prior year receivable adjuslment

Transfer out to special project fund (not expenditure)
Iranslers to other funds are outflows ol budgetary resources

but are not expenditures for financial .eporting purposes
Resources considered expenditures for f ina.cial reportine

but are not expenditures for budeetary p!rposes
Encumbrances of prior year conside.ed a5 expenditures th
Encumbhnces recorded as c!r.ent year expenditures for P

Total expenditures a5 .eporred on the statement of reve.ues
and changes in fund ba!ances Sovernmentalfunds

(1,s00,000) 608,605 2,108,605

75,333,742

4,765

1,877,649

77,\56,756

5 L4,725,717

(1,6a6,921)

\121,112)

2,5tO,026
216,885

{11s,778)

5 15,325,171

The accompanying notes to the basic financial statements are an integral part of this schedule.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Notes to Budgetary Comparison Schedule- General Fund

June 30,2010

1. STEWARDSHIP, COMPLIANCEANDACCOUNTABII-ITY

A. Budeetarv Control

The Municipality's annual budget is prepared on the budgetary basis of accounting, which is not
in accordance with 6AAP, and represents departmental appropriations recommended by the
Mayor and approved by the Municipal Legislature prior to the beginning of the fiscal -year.
Amendments to the budget require the approval of the Municipal Legislature. Transfers of
appropriations within the budget, known as Mayor's Resolutions, do not require the approval of
the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e., purchase
orders, contracts) are considered expenditures when incurred. . For GAAP reporting purposes,
encumbrances outstanding at year end are reported as reservations of fund balances and do not
constitute expenditures or liabilities because the commitments will be honored during the
subsequent year.

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the
end of such tiscal year. Other appropriations, mainly capital project appropriations, are
continuing accounts for which the Municipal Legislature has authorized that an unspent balance
from the prior year be carried forward and made available for current spending.

The bud8eted deflciency ofS1,500,000 considered the utilization of prioryears' surplus.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of Expenditures of Federal Awards
Fo. the year ended June 30, 2010

Passed through:
PR Olfice of Municipol Aflons

Community Development Block crants(CDBG)
(state'Administered smallcities Prcsram) 74.228 1,283,044

PR Heolth Depottment
Homeless Prevention Rapid Re-horrsing Program (HPRP)
(RecoveryAct Funded) 14.257 27,504
Emergency Shelter Grant Program (ESG) 14.231 1,487

Municipolity ol Son Juan

Housing Opportunities for persons with AIDS {HOPWA) 1,4.241 49,614

Subtotal LJS Department Of Housing and Urban Development 7,902,420

US DEPARTMENT OF HUMAN AND HEALTH SERVICES

Possed through PR Heolth Deportmenl:
Community Services Block Grant (CSBG) 93.569 20,387

Subtotal US Depanment Of Human And Health Services 20,387

- US DEPARTMENT OF HOMELAND SECURITY

Possed thrcuqh PR Oflice of Monogement ond Budget, GAR ollice
Disaster Assistance Project 97.O8A U,2OA

- Subtotal US Department Of Human And Health Services 14,2Oa

FEDERAT GRANTOR / PASS THROUGH GRANTOR

PROGRAM TITI-E

US DCPARTMENT OF HOUSING AND URBAN DEVEI.OPMENT

Direct Progroms:

Section 8 Housing Voucher {HV)
Supportive Housing Program (SHP)

US DEPARTMENT OF ENERGY

Direct Progrom
Ener8y Efficiency and Conservation Block Grant(EECBG)
(Recolery Act Funded)

Subtotal US Department Of Energy

TOIAL FEDERAL FINANCIAL ASSISTANCE

FEDERAI.

CFDA

NUMBER EXPENOITURES

t4.a77 s 491,619

14.235 55,152

41.124 A,534
t4,534

s0 I
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AI.TA

Notes to Schedule of Expenditures of Federal Awards

For the year ended June 30, 2010

1. GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents balance

expended of all Federal Financial Assistance Programs of the Municipality of Vega Alta,

Puerto Rico. The reportinB entity is defined in Note 1to the general purpose financial

Statements.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Federalfinancial assistance revenues and expenditures are reported in the Municipality's
general-purpose financial statements as other Sovernmental funds and capital project

fund.

3. TEDEMI CFDA NUMEER

The CFDA numbers included in this schedule were determined based on the proSram

name, review of grant contract information and the Office of Management and Eudget's

Catalog of Federal Domestic Assistance.

4. SASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality's basic financial
statements. The reconciliation of expenditures in the basis financial statements to the
Schedule of Expenditures of Federal Awards is as follows:

Federal expenditures per basic financial statements
tncluded within:

community Development Block Grants (CDBG) 51,283,044

Federal expenditures included within other governmental funds 668,505

Total federal expenditures per schedule 5 1-951149

s1 | ,.r.



Marieli Vargas Gonzdlez
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL

REPORIING ANDON COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and

the M unicipal Assembly

Municipality of Vega Alta
Vega Alta, Puerto Rico

I have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Municipality of vega Alta as of and for the year

ended lune 30, 2010, which collectivety comprise the Municipality of Vega Alta, basic financial
statements and have issued my report thereon dated December 2,2010. lconducted my audit
in accordance with auditing standards generally accepted in the United States of America and

the standards applicable to financial audits contained in Government Auditing Stondards, issued

by the Comptroller General of the United States.

lnternal Control Over Financial Reportinq

ln planning and performing my audit, I considered the Municipality of Vega Alta, Puerto Rico

internal control over Iinancial reporting as a basis for designing my auditing procedures for the
purpose of expressing my opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Municipality of Vega Alta internal control over
financial reporting. Accordingly, I do not express an opinion on the effectiveness of the
Municipalityof VeBa Alta internal control overfi nanc;al reportinS.

My consideration of internal control ove. financial reporting was for the limited purpose

described in the preceding paragraph and would not necessarily identify all deficiencies in

lnternal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, I identified certain deflciencies in internal control

overfinancial reporting that I consider to be si8nificant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assiSned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of co ntro I deficiencies, that adversely affects the organization's ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a

s2 l.
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misstatement of the organization's financial statements that is more than inconsequential will

not be prevented or detected by the organization's internal control.

A material weakness is a significant deflciency, or combination of significant deficiencies, that

results in more than a remote likelihood that a material misstatement of the financial

statements will not be prevented or detected by the organization's internal control.

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

described in the first paragraph ofthis section and would not necessarily identifY all deficiencies

in the internal control that might be significant deflciencies and, accordingly, would not

necessarily disclose all siBniflcant deficiencies that are also considered to be material

weaknesses. I did not identify any deficiencies in internal control that I consider to be a material

weakness, as define above.

Compliance and other Matters

As part of obtaining reasonable assurance about whether the Municipality of Vega Alta financial

statements are free of material misstatement, I performed tests of its compliance with certain

provisions of laws, regulations, contracts, and grant agreements, noncompliance with which

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

However, providinB an opinion on compliance with those provisions was not an objective of my

audit, and accordingly, I do not express such an opinion The results of my tests disclosed no

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

Gov e r n me nt Aud iti n g Sto n d o rds.

This report is intended solely for the information and use of management, audit committee, the

Municipality Management, and federal awarding agencies and pass-through entities and is not

intended to be and should not be used by anyone other than these specified parties'

t? r- . /
tfu*{" [w,t Q&

CPA Marieli Valgas Golfzalez

License fl 5922

Expires December 1, 2012

Stamp No.2486995 of Puerto Rico Society ofCertified Public

accountants was afflxed to the record copy ofthis report

Toa Baja, Puerto Rico

December 2, 201.0
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INDEPENDENT AUDITOR'S REPORT ON COMPTIANCE WITH
REQUIREMENTS APPLICABTE TO EACH MfuOR PROGRAM

AND ON INTERNAI. CONTROL OVER COMPI.IANCE
IN ACCORDANCE WIIH OMB CIRCULAR A-133

To the Honorable Mayorand
the Municipal Assembly
Municipalityof Vega Alta
Vega Alta, Puerto Rico

Comoliance

I have audited the compliance of the Municipality of Vega Alta, puerto Rico, with the types of
compliance requirements described in the U. S. Offlce of Mana8ement and Budget (OMB)
Citculot A-133 Complldnce Supplement that ate applicable to each of its major federal programs
for the year ended lune 30, 2O1O_ The Municipality of VeBa Alta,s ma.ior f;deral programs are
identified in the summary of audito/s results section of the accompanying schedule of findin8s
and questioned costs. Compliance wjth the requirements of laws, regulations, contracts, and
Srants applicable to each of its major federal programs is the responsibility of the Municipality of
Vega Alta's management. My responsibility is to express an opinion on Municipality of Vega Alta
compliance based on my audit.

I conducted my audlt of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial ;udits .ont.in"d in
Govehment Auditing Stondotds, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of Stotes, Locol Governfients, ond Non-profit Orqonizotors. Those
standards and OMB Circular A-133 require that I plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal prograrn
occurred. An audit includes examining, on a test basis, evidence about the Municipality of Vega
Alta compliance with those requirements and performing such other procedures as I considered
necessary in the circumstances. I believe that my audjt provides a reasonable basis for my
opinion. My audit does not provide a legal determination of Municipality of Vega Alta compliance
with those requirements.

As described in item conditions 10,2 and 10-03 in the accompanying schedule of findlngs and
questioned costs, Municipality of Vega Alta, did not comply with requirements Housing
Rehabilitation and HeS Enforcement, respectively, which are applicable to CDBG and Housing
Voucher Programs. Compliance with such requirements is necessary, in my opinion, for of
MunicipalityofVega Alta, to comply with the requirements applicable to that program.

ln my opinion, except for the noncompliance described in the preceding paragraph, Municipatity
of Municipality of Vega Alta, complied, in all material respects, with the requirements referred to
above that are applicable to each of its major federal programs for the year ended lune 30,
2070.

s4 1., '
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lnternal Control Over Compliance

Th€ management ofthe Municipality of Vega Alta is responsible for establishing and maintaining
effective internal controlover compliance with the requirements of lrl^/r, ."grltionr, aor,,."a,r,
and grants applicable to federal programs. In planning and performing mliaudit, I consiaered
the Municipality of Vega Alta,s internal control over compliance with theiequirem"nts tf,rt coulO
have a direct and material effect on a major fedeml program in order to aetermine my autiting
procedures for the purpose of expressing my opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, I do
not express an opinion on the effectiveness of the Municipality ofVega Alta internal control over
compliance.

My consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identiry all deficiencies in the entity,s
internal control that might be significant deficiencies or material weaknesses as defined berow
However, as discussed below, I identified certain deficiencies in internal control over compliance
that I considerto be significant deficiencies.

A control deficiency in an entity,s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requ,rement of a federal program on a timely basis. A signilicdnt deliciency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity,s
ability to administer a federar program such that there is more than a remote rikerahood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entitfs internal control. I consider the
deflciencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as items conditions 1O-1, 1O-2 and 1O_3 to ;e significant
deficiencies.

A mote ol weokness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity,s internal
control.

The Municipality of Vega Alta's response to the findinBs identified in my audit is described in the
accompanying schedule of flndings and questioned costs. I did not audit the Municipality of
M un icipality of Vega Alta's response and, accordingly, Iexpress no opinion on it.

This report is intended solely for the information and use of management, audit committee, the
Municipality Management, and federal awarding agencies and pass-through entities and js not
intended to be and should not be used byanyone otherthan these specified parties.

Sm'S#Toa Baja, Puerto Rico
December 2, 2010 License # 5922
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF VEGA ALTA

Schedule of Findings and euestioned Costs
For the year Ended June 30, 2010

Section I - Summary of Audjto/s Results

Financial Statements

Type ofaudito/s report issued:

lnternal Control over fi nancial reportint:
Material weakness (es) identified?

Significant Deficiency (ies) identified not
considered to be material weakness?

Noncompliance material to financial
Statements noted?

Federal Awards

lnternal Control over mayor programs:
Mate ria I wea kness (es) jdentified?

Significant Deficiency (ies) identified nor
considered to be material weakness?

Type ofaudito/s report issued on compliance
for major programs:

Any audlt findings disclosed that are required
to be reported in accordance with sectjon S1O (a)
ofCircularA-133?

ldentification of Major pro8rams:

CFDA Number
81.128
14.251

74.2s5

14.228
14.871

Dollar threshold used to distinguish
Between type A and B programs:

Audited qualified as low-risk audit

561 '.:

Yes_L No

Federalproeram Name
Energy Effrcrency and Conservation BlociEran-t (Recovery Act Fundedl
Homelessness Prevention and Rapid Re-Housing program {RecoveryAct Funded)
Community Development Block Grants (RecoveryAct Funded)
(State-Administered Small Cities program)
Community Development Block Graots (State-Admjnistered SmallCities program)
Section 8 Housing Choice Vouchers

unqualified Opinion

Yes

Nox

Nox

Nox

No---r-

No-

Yes

Yes x

Qualified Opinion

5 soo,ooo

Yes Nox



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OT VEGA ALTA

Schedule of Findings and euestioned Costs
For the year Ended.lune 30, 2010

Section ll. FederalAwards Findings and euestioned Costs

HOMETESSNESS PREVENTION AND RAPID RE.HOUSING PROGRAM (RECOVERY ACT FUNOEDI. CFDA 14.257

FINDING NUMBER 10.1

Othet

Condition
From the review of 4 cases we observed rack ofverification to confirm the trueness of information in theemployment termination retter presented by the participants (income verification). atso, t otservea tnatthe program staff does not associate the dates between the rrnemproymlnt o"n"iii 

"ppri."tion "na 
tt"employment termination letter.

Criteria
HPRP Eligibility Detetminotion ond Documentotion Guide, port V Documentotion, poge g,
Documentdtion Sto,dords states .,Grantees and subgrantees are responsjble for verifying anddocumenting the eligibility of all HpRp applicants prioito providing ffcde 

"r.iri"n.". 
fn"y 

"r" 
.froresponsibre for maintaining this documentation in the HpRp partic-ipant case fiie once approved forassistance Grantees with insufficient case fire documentation may ;e found out of compriance with

HPRP program regulations during a HUD monitoring. lt is impofta;t for grantees to develop policies
and procedures to ensure appropriate documentation is obtained and in;luded in HpRp participants,
files."

Cause

The Municipality has not established effect;ve internalcontrolto comply with procedures necessary toobtain sufticient information in the participants, eligibility determination.

Effect
The Muni€ipality may mistakenly give assistance to those who didn,t qualify under HpRp program.

Recommendation
The Municipalitv should follow the HpRp's Guidetines, establish effective internal contror of eiigibility
process and increase the staff supe rvision.

Questioned Cost
None

Auditee Response
The Municiparity has estabrished internar contrors immediatery in the process of assessing the eriSibirityof participants HPRP as provided in the Suiderines. rnstructions was given to case manager for assessesto e ligibility documentation for each participant while the progmm sipervisor will be in cnarge to veriry
and certify that the records meets the requirements ofthe pro;ram.
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COMMONWEATTH OF PUERTO RICO
MUNICIPALITY OF VEGA ALTA

Schedule of Findings and euestioned Costs
For the year Ended June 30, 2010

PMENT BLOCK GRANTS (STATE.ADMINISTERED SM cFDA 14.228

FINDING NUMBER 1O-2

Speciol Test ond ptuvision- Rehobilitotion

Condltion
Out ofthe selected samples the following deficiencies were noted:. The applications were filled incompletely and without the appropriate signatures. The rehabilitation aBreements didn,t have signatures. The prelimlnary inspections don,t coincide with the information on file. The final inspections were not carried out

Criteria
code of Federor Regurotion 24 4570 506 states each recipient sha, estabrish and maintain sufficientrecords to enable the Secretary to determine whether the recipient has ,ei tie 

-."qri.em"nts 
of ttispart.

Cause

The Federar program office hasn't estabrished internar contror to forow procedures necessary to obtainsufricient information and properry document the assrstance offered und;; H;using Rehabil,tationProgram,

Effect
The Federal Program office beneficiary fires rack documentation necessary for a reriabie record of theassistance program to be trustworthy.

Recommendation
The Federar Program office shourd estabrish internar contror that increase supervision of the personner
and follow the program Guidelines.

Questioned Cost
None

Auditee Response
The Director of Federal program Office discussed the Rehabilitation program,s guidelines with allpersonnel to establish procedures to be in compliance with reaerat Regulati-on ana follow an efficientinternalcontrol. Those meetings were done between luly and August 2O1O 

--,- _-

ln order to ensure compliance, the secretary of the program has been assigned to verify that all thesteps in the giridelines were followed as a finalstep.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of Findings and euestioned Costs
For the year Ended lune 30, 2010

SECTION 8 HOUSING CHOICE VOUCHERS- CFDA 14.871

FINDING NUMBER 10.3

N. Speciol Test and Pruvision-Housing euolity Stdnddrds tnspection ond HeS Enlorcement

Condition
Two ofseven tenant files (29%) reviewed have inconcrusive initiar inspections. Tenants were required to
connect the utility services in the property, however I observed that pHA didn,t gave a follow up of the
service connection within 24 hours; neither a proper communication to tenants was made. ln one of the
casesthe familydid an illegaland dangerous connection ofthe utilityservice.

Criteria
Code ol Federol Regulotion 24 5982.401 (o) 13/ states ,,A program housing must meet the HeS
performance requirements both at commencement of assisted occupancy, and throughout the assisted
tenancy'', including illumination and electricity and water supply requirement.

Code of Federol Regulotion 24 e982.404 (b) (2) states,,tf an HeS breach caused by the family is life
threatening, the family must correct the defect within no more than 24 hours. For other family-caused
defects, the family must correct the defect within no more than 30 calendar days (or any pHA_approved
extension)."

Cause

The PHA didn't follow the procedures established in the Housing Voucher program,s Guidebool! and
Code of Federai Regulations-

Effect
The properties are not aomplying with Housing euality Standards that are required by law. Also, as a
result of not havint the essential public services to live, tenants will engage in illegaltransactions that
will endanger their lives and of those nearby residents.

Recommendation
The PHA inspector must forrow up with dwe[ing deficiencies and ensured they are up to housing euarity
Standards and be corrected within the allotted time.

Questioned Cost
None

Auditee Response
The PHA have immediatery taken the forrowing steps to correct this matter: after the initiar inspection is
made and found inconcrusive due to ra.k of utirities connected, we wi give the participant a regar
contract that will be signed by both owner and tenant before a notary public. This contract is acceptable
in the respective erectric and water authorities as evidence to soricit the connection of the utirities prior
to having a HAP contract signed. Also, there will be three check points to ensure that this process is
being fulfilled in its entirety, from the inspector through the Housing Technician and finally with the
Office Clerk.
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- COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of prior year Findings and euestioned Costs
- For the year Ended June 30, 2O1O

- The M unicipa lity of VeBa Alta ha sn't prior yea r find ings a nd q uestio ned costs.
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