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Marieli Vargas GonzAlez
Certified Public Accountanthq- P (tw)1594tfit D QaTrzti\sn E Ev.r8KFotirElrtn

INDEPENDENT AUDITOR'S REPORT

Honorable [4ayor and Members
of the Municipal Legislature

Municipality of Vega Alta

Vega Alta, Puerto Rico

I have audited the accompanYinB fanancial statements of the governmental activities, each

major fund, and the aggre8ate remaining fund information of the Municipality of Vega Alta of
the Commonwealth of Pueno Rico (the "Municipality"), as of and for rhe year ended.iune 30,

2011, which collectively comprise the Municipality's basic flnancial statements as listed in the

acaompanying table of contents. These financial statements are the responsibility of the

N4unicipality's management. My responsibility is to expr€ss an opinion on these financial

statements based on my audit.

lconducted my audit in accordance with auditing standards Senerally 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 lJnited 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 accoufltinB principles used and si8nificant

estimates made by mana8ement, as well as evaluating the overall financial statement
presentation. I believe that my audit provide a reasonable basisfor myopinion.

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

the financial 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, as oflune 30,20ll,andtherespectivechangesinfinancialpositionthereof,fortheyear
then ended in conformity with accounting principles generally accepted in the United States of

ln accordance with Government Audit standards, I have also issued a report dated December

15, 2011 on my consideration of the Government internal control over financial reporting and

my t€sts of its compliance with certain provisions of law, regulations, contracts and grants. The

report is an integral part of an audit performed ln accordance with Government Audit Standards

and should be read in conjuction with this report'n8 in considering the results ofmy audit.

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

financial statement taken as a whole. The accompanyinS schedule of expenditure of federal
awards is presented for purpose of additional analysis as required by US Office of Management
and Eud8et Circular A 133, Audit of States, Local Governments, and Non - Profit Organizations,
and is not required part of the general purpose financial statements.
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Such information has been subjected to the auditing procedures applied in the audit of the
general purpose financial statements and, in my opinion, is fairly stated, in all material respects,

in relation to the general purpose financialstatement5taken as a whole.

The accompanving Management's Discussion and Analysis and the Budgetary Comparison

Schedule are not a requked part of the basic financial statements but are supplementary

information required by the GASB. I have applied certain limited procedures, which consisted
principally of i.quiries 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*,k$ig
Licensef5922
Expires oecember 1, 2012

Toa Baja, Puerto Rico

Stamp No.2533777 ofPuerto Rico Society ofcertified Public
Accountants was afflx€d to the record copy ofthk report.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

Management's Discussion and Analysis

June 30, 2011

lvlanagement of the Municipality of Vega Alta of the Commonwealth of Puerto Rico {the "Municipality''}
provides this Morogement's Discussion ond Anolysis of the Municipality's basic finan€ial statements as

an overview and analysis of the flnancial adivities ofthe Municipality for the fiscalyear ended lune 30,

2011. we encourage readers to consider the information presented here in conjundion with the
additional information that we have fiirnished in the accompanyin8 ba sic fina ncia I statements.

During fiscal year ended June 30,2004, the Municipality implemented the new required financial
reporting standards established by Statement No.34, Bdsic Findhcial Stotements dkd Manogeheht's
Discussion ond Analysis lor Stote ond Locol Governnents, issued by the Governmental Accounting
Standards goard (commonly known as "GASB 34"1. According to this statement, significant required

changes in content and structure have been made in the accompanying Municipality's basic financial
statements as of and for the flscal year ended June 30, 2011, which make the accompanying basic

financial statements not easily comparable to the Municipality's general purpose flnancial statements
issued in prioryears. HoweveL in future yearS comparisons will be more meaningfuland willgo further
in explaining the Municipality's financial position and results ofoperations.

Thls Management's Discussion and Analysis {MD&A)is prepared as a result ofthe requkements ofGASB

34, and it has been designed accordin8lywith the following goals:

a) Assist the reader in focusing on si8n ifica nt fina ncia I issues,

b) Provide an overview ofthe M unicipaliVs fina ncial activity,
c) ldentify changes in the Municipallty's financial position (its ability to address the next and

subs€quent year challenges),
d) ldentify any material deviations from the financial plan (the approved budcet), and

e) ldentity individual fund issuesorconcerns.

Since the lvlD&A is designed to focus on the current year activities, resulting changes and currently
known iacts, please read it in conjunction with the accompanying basic fina ncia I statements.

FINANCIAL HIGHTIGHTS

The Municipality's has reported assets and net assets amounting to 580,487,782 and 550,278,174
respectively, in the accompanying statement of net assets, of which the most significant assets are
capitalassets amounting to 548,532,944 (60 per.entoftotalMunicipalivs assets).

The Municipality has reported total liabilities amounting to 530,209,608 in the accompanying
statement of net assets, of which the most significant liabilities are: (1) account payables and
accrued liabilities (5753,837), (2) bonds payable 1S21,013,000) and (3) intergovernmental
(S 2,101,948). These lia bilities account fo r 79 percent of the M u nicipa lity's tota I lia bilities at J u ne 30,
20aL

The Municipality has reported total revenues amounting to 523,480,415 in the accompanyinS
statement of activities, of which: (1) municipal license tax (53.294,375), (2) restricted capital and
operating grants lL52,687,1O4), (3) property taxes (55,161,208) and (4) intergovernmental
contributions (S3,287,663) were the most significant revenues amounting to 515,430,950 (66
percent of total revenue5).
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA AI.TA
Management's Discussion and Analysis

.lune 30, 2011

The Municipality has reported a net change in net assets (excess of revenue over expensesl
amounting to s1,006,8261n the a.companying statement of activities.

The Municipality's governmental funds reported combined ending fund balances of S24,463,187 of
which S11,941,092 represent the fund balances of the general fund, "Mantenimiento de Obras

Municipales y Otras Necesidades" and the debt service fund combined Uointly known as the
Municipality's major funds).

The Municipality has reported unreserved fund balance for the Seneral fund amounting to
s3,768,165.

The N,,lunicipality has reported an excess of revenues and other financing sources over expenditures
and otherfinancing uses amounting to 51,909,023 inthe governmentalfunds.

USING THIS ANNUAL REPORT

This annual report consists of a series of new financial statements with a change in the focus from the
previous financial statements. The new focus is on both the Municipality as a whole (government-wide)

and the maror individual funds. Both perspectives {Bovernment-wide and major fund) allow the user to
address re levant questions, broaden a basls for comparison (yearto year orgovernment to government)

and enhance the Municipality's accountabllity.

OVERVIEW OFTHE AASIC FINANCIAL STATEMENTS

The Municipalivs financial statements include three componentsr (1) the government-wide financial
statements, (2)the fund fina ncial stateme nts, and (3) the notes to the financial statements (collectively

known as the basic financial statements). This reporl also contains additional requked supplementary
information (budgetary schedule) in addition to the basic financial statements themselves. These

components are described below:

covernment-Wide Financial Statem€nts

fhe government-wide Jinonciol statements ate desi8ned to provide readers with a broad overview 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 Municipalivs financial position,
which assist the Municipality's management to determlne the econoroic condltlon at the end of the
fiscalyear. These financialstatements are prepared using the flow ofeconomic resouaces measurement
focus and the accrual basis of accounting. This basically meens that these financial statements follow
methods that are similar to those used by most businesses. They take into account all revenues and
expenses connected with the fiscal year ended lune 30, 2011 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 of activities.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Management's Discussion and Analysis

lune 30, 2011

Statement of Net Assets

The statement of net ossets presents all of the Municipalivs assets and liabilities, with the difference

between these tlvo items reported as "net assets" {equity). overtime, increa ses or decreases in the net

assets may serve as a useful indicator of whether the financial position of the Municipality is either

improvinS o r dete rioratinS.

statement of Activities

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

during the fiscal year ended June 30, 2011. All changes in net assets are reported as soon as the

underlying event giving rise to the change occurs, regardless ofthe timinS of related cash flows. Thut
revenues and expenses 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 unus€d vacation leave). This statement

also presents a comparison between direct expenses and proSram revenues for each function ofthe
Municipality.

Both of the abovementioned financial statements present all the Sovernmental activities of the

I!4unicipatity, which consist mostly by taxes and intergovernmental revenues (such as federal grants).

Most services provided by the Municipality fall into this category, including culture and educatlon,

genera I gove rnment, health and sanitation, public safety, public housing and welfare, etc.

Fund Financial Statements

The N4unicipality's fund financial statements, which consist of: (1) the balance sheet - Sovernmental
funds and (2) the statement of revenues, expenditures and changes in fund balances - governmental

funds, These financia! statements report the financial position and results of operations of the
MunicipaliVs governmenta I fund s.

A fuod is a gaouping of related accounts that js used to maintain control ovea resources that have been

segregated for specific activities or objectives. The Municipality, like most other state and local

governments, uses fund accounting to ensure and demonstrate compliance with finance-related,egal

requir€ments. Each fund is considered an independent fisca! entity a€counted for within a set of self-

balancing acaounts that comprise its assett liabilitiet 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, financial and contractual provisions.

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

reporting th€ Munlclpality's operations in more detail than the Sovernment-wide financial statements.
For financial reporting purposes, the Municipality classifles its funds within the following fund

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

funds (collectively known as the "governmental funds").

Governmental funds are used to account for all of the services provided by the Municipelity.
6overnmentalfunds are used to account for esse ntia lly the same functions aeported as Bovernmental
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

.lune 30, 2011

activities in the governmental-wide financial statements However, unlike the government_wide

financial statements, governmental fund financial statements focus on near-term inflows and outflows

ofexpendable resources. They also focus on the balances of expendable resources available et the end

of the fiscal yea r (.J une 30, 2011). This a pproa ch is known a s using the flow of cu rrent fi nancia I resources

measurement focus and the modified accrual basis of accountinE. These statements provide a detailed

short-term view of the Municipality's flnances that assists in determinin8 whether there will be

adequate financial resources available to meet the current needs ofthe MunicipalitY, that it evaluating

the Municipality's nearterm financing requirements.

Because the focus of governmental funds is narrower than that of the government_wide financial

statements, it is usefulto compare the fund information presented for Sovern mental funds with similar

information presented for governmental activities in the government_wide financial statements. By

doing so, readers may better understand the long_term impact of the Municipality's near_term financial

decisions.

sor fina ncial re porting purposes the Municipality hasthree maiorfunds: (1)the Beneralfund, (2)the debt

service fund and (3)"Mantenimiento de Obras Municipales y Otras Necesldades".

Notes to the Basic Financial statements

The notes to the basic financial statements provide additional information that is essential to a full
understandinS ofthe data provided in the government_wide and the fund financial statements The

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

statements,

Required supplementary lnf ormation

The basic financial statements are followed by a section of required supplementary information
consisting ofa budgetary comparison between actualoperating results with the originalbudget and the
final amended budget for the general fund.

INFRASTRUCTURE ASSETS

Historically, a government's largest grolp of assets (infrastructure - roads, bridges, traffic signals,

underground plpes lunless associated with a utility], etc.) have not been reported nor depreciated In

Eovernmental financial statements. GASB 34 requires that these assets be valued and reported within
the governmentalcolumn of the Government-wide Financialstatements. Additionally, the government

must elect to either (a) depreciate these assets over their estimated useful life or (b) develop a system

of asset mana8ement designed to maintain the service delivery potential to near peryetuity. lf the
government develops the asset management system (modified approach), which periodically (at least
every third year), by category measures and demonstrates its maintenance of locally eatablished levels

of service standards, the government may record its cost of maintenance in lieu of depreciation, The
information about the condition and maintenance of condition ofthe goveanment infrastructur€ assets

should assist fina ncial state ment users in evaluating a localgovernment and its performance overtime.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30, 2011

Asoflulyl,2OO3,theMunicipalityretroactivelyrecordedthehistoricalcostsofinfrastructureassets'
Also the Municipality elected to depreciate infrastructure assets instead of usin8 the modified approach

FINANCIAL ANALYSIS OF THE MIJNICTPALITY AS A WHOLE

Net Assets

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

position. ln the case of the N4unicipality, net assets (excess of assets over liabilities) amounted to

S50,278,174 atJune 30, 2011.

The laBest portions of the MunicipalitY's net assets are invested in capital assets net of their related

debt which amount to 526,932,489. The lMunicipalivs net assets are also composed of net assets

amounting to 520,503,425 that are restricted for (1) future debt service Paymentt (2) the future

acquisition or construction of capital assets and (3) other purposes. ln addition, the Municipalivs net

assets are reported net ofan unrestricted net asset of 52,842,260.

The portion ofthe Municipalitys net assets invested in capitalassets such as land, buildin8s, equapment,

etc., less any outstanding related debt used to acquire those assets, are used by the Municipality to
provide services to its citizens. Consequently, these assets are not available for {uture 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 this debt must be provided from the debt service fund, since

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

The followin8 is a condensed presentation of the Municipalit'y's financial position, as reported in the
government-wide f inancial statements:

Condensed Statement of Net Assets:

Current and othet assets

Noncurrent and other assets

Total assets

Long-term liabilities outstanding

Other Iiabilities

Totalliabilities
Net assets/(deficit):

lnvested in capitalassets, netofrelated debt

Restricted

lJnrestricted

Total net assets

S 8,111,963

72,375,419

40,487,782

21,369,216

a,a40,312

30,209,608

26,932,449

20,503,42s

2,442,260

5 s0,278,774
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VE6A AtTA
Management's Discussion and Analysis

June 30, 2011

Changes in N€t fusets

The Municipality's net assets increased durinB the year. Approximately 14 percentofthe Municipality's

total revenues came from intergovernmental contlibutlons, while 24 percent resulted from other

municipal taxes and 26 percent from property taxes. The Municipalivs expenses cover a range of

services. The lar8est expenses were for Seneral government (53 percentl, hi8hwaY and urbao

development (14 percent), publicsafety (9 percent) and health and sanitation (ll percent)'

The following is a condensed presentation ofthe lMunicipalivs results ofoperationS as reported in the

gove rn ment-wide fina ncia I statem ents:

conderEed statarErt of adtlilies:

flevenl.ps:

Program rcvenues:

q€ra!_ng grants and Grtribl'ltiors

Capihl grants ard cortrihnior6

GerEral revenues:

Property ta€s
lituridFl licerEe taxes

l,funiciFl salesta€s

Ljcerses and perm'ts

lnterEp\enrrE rtal cofitrjhnior6

Other

Total revenues

Ger€rdl go,,/ernnEnt

L.fb6n ard econonic d€r€loprYErt

tigh \ Ey ard darclopnEit

Public afety
Flealth and sanitatiofi

Gtfure, recreation and edLrcation

tuHic houingard \ dhre
lnterest

Tctd e,Qer6€a

l,,let ircrease in net assets

Nlet assets - at @imirg of year

l,let asets - at end of year

5 LM,474
1,64L29

6151 208

3,294,375

r,531815

6916G
3,287,61
5,422,0M

23,M,415

11,851"028

3224,8s
2,M3,y\

L544,375

@062
908,845

9@,763

22473j8

1 m6,826

49,n\W
5 9,2n,94
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis
lune 30, 2011

fINANCIAL ANAI.YSIS OF THE MUNICIPALITY'S GOVERNMENTAI- FUNDS

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

finance-related leeal requirements.

Governmental Funds - The focus of the MunicipalitY's Eove rnme nta I fl/rds is to provide information on

near-term lnflows, outflows, and balance of expendable resources. Such information is useful in

assessing the Municipality's financing requirements. In particular, unoss/g ned lund bdlnnce may seYe as

a useful measure of a government's net resources available for Spending at the end offiscalyear.

The following is a condensed presentation ofthe Munialpality's balance sheet and results of operations

of govern m€ nta I funds:

condensed Balance Sheet - Govemmental funds:

TotalAssets - Major Funds

TotalAssets - Nonmajor Funds

Total ass€ts

Total Liabilities - Major Funds

TotaILiabilities - Nonmajor Funds

Totalliabilities

Fund Balances - Major Funds

Fund Balances - Nonmajor Funds

Totalnet assets

condensed statementoI Opelations _ Govemmental funds:

TotalRevenues - Major Funds

Total Revenues- Nonmajor Funds

Total reven0es

Iota I expenditu res - Major Funds

Tota I expenditures - Nonmajor Funds

Total exPenditures

Other Finacing 50urces - Nonmajor Funds

Revenues Over Expense! - Major
Revenues over Expenses - Nonmajor

Totalnet assets

la,771,516
13,368,640

32,140,756

6,830,424
846,545

676,969

77,941,092

72,522,09s
24,463,187

$,898,212
4,5A2,745

21,44o,477

18,651,103

s,425,291

24,O76,394

2,505,000

247,500

7,66t,523

s 1,909,023
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and AnalysiS

lune 30, 2011

GENERAL FUND EUDGETARY HIGHLIGHTS

The Municipality revised the Municipality's bodget in order to include increases in budBeted

expenditures amounting to $1,762,811, since the law mandates using the beginning fund balances

accumulated in the financial statements.

The accompanying Budgetary Comparison Schedule shows a total n€gative variance between budgeted

revenues and actual r€venue results of 52,498,836, which was mainly caused bY a reduction of
collection in propertytaxes and Sovernmental revenues,

CAPITAL ASSETS AND DEBT ADM!NISTRATION

Capital Ass€ts

The accompanying statement of net assets reported total gross capltal assett at cost amounting to

593,545,458 ot which 532,927,747 represents infrastructure assets at lune 30, 2011. The related

accumulated depreciation and amortization of capital assets amounted to 545,012,514, of which

521,059,463 is related to infrastructure assets at June 30, 2011. This investment in capital assets

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

lnf€structure assets are items that are normally immovable and of value only to the municipal

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

similar items.

Actual costs incurred to purchase or construct capital assets were 53,282,135 for the year ended June

30,2011. Oepreciation and amortization chargesforthe yeartotaled S3,312,453.

The N4unicipality finances a significant portion of its construction activities through bond issuances and

state and federal grants. The proceeds from bond issuances designated for construct,on activities are

committed in its entkety forsuch 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 municipal bonds and notes for the payment of which the Sood faith,

credit and taxing power ofeach municipality may be pledged.

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

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

capaciv'. Act No. 64 provides that a municipality has suflicient "payment capaciv'to incur additional

Beneral obligation debt if the deposjts in such municipality's Redemption fiind and the annual amounts
collected with respect to such municipality's SpecialAdd;tional Tax, as proiected by the Government
Development Eank for Puerto Rico, will be sufflcient to servi€e to maturity the Municipality's
outstanding general obligation debt and the additional proposed Seneral obligation debt ("Payment

Capacity").
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30, 2011

The Municipality i5 required under applicable laws and regulations to levy the SpecialAdditionalTax in

such amounts as shall be .equired for the payment of its genecl obli8ation mLrnicipal 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 obligation bonds issued by the

Municipality constitute a first li€n on the Municipality's Basic Tax revenues. Accordingly, the

N4uniclpality's Basic Tax revenues would be available to make debt seNice payments on general

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

Municipality, togetherwith moneys on deposit in the Municipality's Redemption Fund, are not sufficient

to cover such debt service, lt has never been necessary to apply Easic Taxes to pay debt service on

generalobligation debt of the Municipality.

ECONOMIC FACTORSAND NEXT BUDGETSAND RATES

The N/iunicipality relies primarily on prop€ny and municipal license taxes, as wellas, federal and state

Erants to carry out the governmental activities. Historically, property and municipal license taxes have

been very predictable with increases not generally exceeding ten percent. Federal grant revenues maY

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

Those factors were considered when preparing the Municipality's budget fo. the 201G2011 fiscal years.

There were no significant chan8es between the budget for fiscal year 2010-2011 and the one for fiscal

year 2009-2010.

FINANCIAL CONTACT

The N4onicipality's financial statements are designed to present users (citizens, taxpayert customers,
investors and creditors) with a geneGl overview of the Municipaliq/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. Damiiin pab6n, at P.O. Box 1390, vega

Alta, Puerto Rico, 00692-1390.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Statement of Net Asset

June 30,2011

cash a.d cash equlval.iB (.oles lgand 3)
R...tuables,netof allowan.e iordoubtiul accoun6(nore th):

Prop€rtYtare3 {iote s)
saresrax$ {iore4b)
Munlclpal lrc..se taxes (note a a)

Tolal taxes r..eivable

rirergovernmeital (note thand 7)

Totalre.eivables

Totalcur.enlassets

r.mpoh.lyre{rrcted ca!h and cash.quivalEna(nores 13 and 3)

ca0ital ass.ts, n.t o{ acc!muhted d€preclation
and amonlzanon lnotes 1m and a)

Iotal noncu(entassets

Totalssset!

I t43,209

274,646

2,264,6?4

2,303,252

t4,ss2,774

3,111,963

4gs!2,944
7a115,etg

! !q!!zr!i

537,455

2O9,a7t

2\,369,236

5 5,533,42s

s4,274,774

t____l!191l!

LIABIL'TIE5

A.counb payable and othera.c.ued liabiliti.s {.ores th)
lnre4overndentallnote th and 7)
teased paYable -cur.nt p.dlon

Defered revdnuas (notes 1n and4a)
accruedcodpen5ated absence5, ex.ludinslonS te.m ponlon {note 1o a^d
Notes Payable ooral-c0iie ponlon
Noies paytble cRlM -.urentportlon
Boids payable l.otes 1q a^d u)

Total curent llabillties

Accrued .o6pensared .bs€nces, excludhg cuien!po4ion (.oret 1o)

Bondsandnotes pavable,excludl.gcurentpoftloi {ioteslq aid 11)

captal LeaniS - net of cu ent ponbn
Note Payable oo/aL neiofcu entpotlon
Nore Payabl. -CRLM - netolcu entportlon

Total noncu entllabllltler

rotallrabrlities

,iFr AssErs loEFrcrr)
rnve!iad ii.aprtalassetr, net ofrelatad debt

FedeEl and State tu5ista..e

Iotal restricred ner asseB

Toral Llabrlrtles and N.tasseB

The accompanying notes to the basic financial statements are an integralpart ofthls statement.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Statement of Activities
Year Ended lune 30, 2011

H iShwaY ai d dewlopme.t

srnrtatron and eivlromental @ntrcl

cu ture .madon and eduGrion

Pub rc houd^g and wellare
Lniere5tonbond5, 

^oies, 
capllal leaseobliganons

:nd l6n"cm d.hi rn.r.< 1 1l

lotal sde.nmcnial actlvliies

u,86r,028

3,22e,85

904f45

939,763

533,763

1,641,230 19,701F57)

(3,223,035)

(2,043,541)

(1039,1361

(4s5,17s)

(393,062)

{375,032)

(939,763)

j------]lr',3il!- l-------lE!lz- l--------1,!3!239- l-----]19.2!54!5r

Muni.ipal lieh* rar* liote 4)

lnters@nment l @ntdbudons and dmbu,semens

ToralgeieElEvenu.s

Net cha.ge rn rd a$ets

OtherFinrnd.lsou(a
Nel a$ets-bqiinim of liql yea., as rcst ted

Net a$er!+nd oI fisal year

s 6,161.203

1,531"316

--_!!!e!grx,241,663

595,052

__------4lgJ!-

---l4an;4l_lq2z!lz!

The accompanying notes to th€ baslc financial natements are an integral part of this statement.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Balance Sheet

GovernmentalFunds
June 30, 2011

5 s,s33,02s

fund

oth.. Total
GovernmenEl Governmental

lunds aunds

ASSETS

unlestnded cash and cash equivalents

(note 1s and 3)
Receivahl€s, net of allowance fordosbtful

Prcpefty taxes {note s)

Municipallic€nsetax (note 4 a)

salesTax Receivable (note 4 b)

oue f.om otherfunds (note 6)

Doe fiom Sovernmental entities {note 7)

Temporarily restricted esh and cash

equivalent (note 1E and 3)

ua6[mEs
Account payable and accrued

Due to other funds (note 6)

rnteqovemriental (not€ 7)

Eonds , not€t a nd intercstr
Defered Pvenues (notes ln and 9)

FT'ND BALANCES

Debt Setoices Resede
state and Fede6l assistance

Totalfund balances
Total liabilities and fu.d balances

5,533,025

116,905

4,692
127,745

294314
1,738,058

20,011

754.727

r"58-tii5-

26,204

56,564

J,409,239

365,012

14,607

12,989,021

74!,209
4,692

t27.7As
294,314

2,159,634

20,011

74,601
'754,127

23,088,154

7,492,r4)

2,549,894

------rFF5@i ----13,36-6E46--.l2-,14oJs

320,794

2,413,2r4

2,235,741
4,629,753

s,3s0,6s2

L9!,597

--i1911!r ----------------

59,216

2,t4t,4ss

2,t41,455 _ElL

373,424
294314

4A,A2S

129,578
846,545

169,811

600,003
530,800

9,846,7X1

753,439

294,314

2,073,214
43,825

2,747,455

7,676,969

169,811

5,350,652
600,00!
530,800

72,417,475

1606,341
3,76a,165

2,630,674

:eE!9Es l-----zt9?.19l l----L999.994 l------1r!!.910 l-----!?.139.19!-

The accompanyin8 notesto the basic financlal statements are an lntegralpart of this statem ent.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Statement of Revenue, Expenditure and

Changes in Fund Balances_ Governmental Funds

Year ended June 30, 2011
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"4""'The accompanyinS notes to the basic financial statements are an integral part of this statement.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGAALTA

Reconciliation of statement of Revenues, Expenditures

and Changes in Fund Balances Governmental Funds to the State ment of Adivities
Year ended lune 30, 2011

Amounts reported for governmental activ,ties in the accompanying statement are differenl because:

Nei change in fund balances as rcported in the eccompanying statement of revenues,

expenditures and changes in fund balances - governmentalfunds

covemmential funds report capital outlays .s expendilures. However, in tho accompanying

slaiement of activities. the cost ofthose assets is allocaled over lheh estimated useful lives as

depreciation expense.

Depreciation expense

Repaymentofbond and notes principalis recorded as expenditures in the govemm€ntal funds'

bul the repayment reduces long-lerm liabilities in the statement of net assets. Also,

governmontal fu nds reportthe effect of issuance costs, whereas those amounls aro deferred

and amodized in the statemenl of aclivities. This amount is the net effect of the three activities

mentioned above.

Expenditures recorded for government-wide and nol for governmenlalfunds

Net change in net assets as reported in the accompanying statement of activilies

The accompanyin8 notes to the basic fi na ncia I statements are an inte8ral part ofthis statement.

$ (1,909,023)

(3,282,1s6)

3,312,453

1,5s4,000

1682,120\

_$__!.9!gg9r
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CoMMoNwEAITH o' PUERTo RIco

MU NICIPALITV OF VEGA AITA
Notes to Basicf inancialstatements

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government Eacksround lnformation
The Municipality of VeBa AIta of the Commonwealth of Puerto Rico (the "N4unicipality'') is a
local Bovernment constituted in 1871 with full legislative, fiscal and administrative powers to
operate as a government. The N4Lrnicipality assumes responsibility for public safety, health and
sanitation, public housing and welfare, culturc and education, urban development and many
other general and administrative dutles,

-fhe hws and regulat;ons 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 ls elected every four years and is assisted by the
Admlnistrative Cabinet, which is appointed by the Mayor. Ihe legislative power is exercised by
the Municipal Legislature, which is also elected every four years. The judiciary power is
exercised by the General.lustice Court System of the Commonwealth, which has jurisdiction
over the Municipality.

Financial Reportine Entitv
The acaountlng pollcles and flnanclal reporting practices of the Municipality conform to the
accounting principles generally accepted in the United States ofAmerica ("GAAP") as applicable
to State and loca I governme nts.

According to GMP, the financial 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 (2) all component
units.

ln evaluating how to define the Municipality forfinancial reportlng purposes, the Municipaliq/s
management has addressed all potential entities and organizations that may be considered
component units accordin8 to the criterla set fonh by Statement No. 14, The Financial
Reporting entity, as amended byStatement No.39, Detemining WhetherCeftoin Orgdnizotions
ore Component Units,both issled bythe Gove rnmental Accounting Standards Board.

GAAP defines component units as those entities that (1) are legally separate organizations for
which the Municipality's elected officials arefinanciallyaccountable, and (2) other or8anizations
for which the nature and siSnificance of their relationship with the Municipality are such that
exclusion of their financjal statements from those of the Munjcipality would cause the
Municipality's basac financial statements to be misleading or incomplete. Financial
accountability exists if the Municipality appoints a voting majority of the organizationrs
Soverning body, and if either one of the following conditions exist (1) the Municipatity can
impose its will oo the o.ganization or (2) the potential for the organization to provide specific
fioancial benefits to, or impose specific financial burdens on, the Municipality,

B.
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CoMMoNwEAlrH oF PuERlo Rlco

MUNICIPAIIIY OI VEGA ALTA

Notes to Basic Financial Statements
June 30,2011

Financia I Reoortins E ntitv(.ont.l
GASB Statement No. 39, which was early adopted by the N'tunicipality on luly 1, 2003, amended

the provisions of GASS 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 siEnificance oftheir relationship with the

Municipality. Generally, GASB Statement No 39 requires reporting, as a discretely presented

component unit, an organization that raises and holds economic resourcesforthe direct benefit

of a governmental entity. Such organizations are le8ally separate, tax_exempt entities that

meet alt of the three specific crheria that address benefit, entitlement or accest and

si8nificance.

The Municipatity's management has concluded that, based on the aforementioned criteria,

there are no le8ally separate entities or organizations considered component units of the

Municipality according to GAAP as ofJune 30, 2011 nor for the yearthen ended.

New Flnanciel ReoortinE Model
on July 1,2003, the Municipality adopted the provisions ofStatemenlNo.34, Bosic Finonciol

Stotements - ond Monogement's Disaussion ond Anolysis - lor Stote ond Lotcdl GovernmPnts

(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

local governments.

ln addition, on luly 1, 2001the Municlpality adopted the following required statements issued

by GASB and the Fina n cia I Accountin8 Standards Board ("fASB"):

/: GASB Stetement No. 33 - Accounting and Finoncidl Repotting fot Nonexchonge

Tronsodions;
r',-. GASB stetement No. 36 - Recipient Repoding tor ceftoin Shored Nonexchonge

Revenues;

,'ii. GASB Stetement No.37 - Bosic Finoncial Statenents - and Monogement's Discussion

ond Analysis - fot State ond Locol Goverhfients: Omnibus;

iy. GASB Statement No.39 - Determining Whether Cettoin Orgonizotions orc Component

Unlts;
v. GASB lnterpretation No,6 - Recognition ond Meosurement of ceftoin Lidbilitias ond

Expenditures in Govemmentol Fund Flnonciol Stdtenen8.
vi. GASB lnterpretation No.54 - Fund Baldnce Reporting ond Ganemmentol Fund Type

Delinitions

Simultaneouslv 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 conflictwith GASB pronouncements.

c.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUIY OF VEGA ALTA

Notes to Basic Financial Statements

June 30, 2011

C, New Financial Repodins Model(cont.l
Aa.*d',,rgly, 

"" 
Jrly ! 2003 the Municipality adopted the provisions of APB opinion No 21'

tniterert ii n"reiritt", ond Poyobles, to account for non-interest bearing receivables and

payables reported in the accompanyinS basicfnancial statements'

The effects of implementing the aforementioned pronouncements have been reported as

changes in accounting principles in the accompanying basic financial statements Accordingly'

ite .]umrtatir" eff"ci of sucil transactions have been reported retrcactivelv as restatements of

fund balances atJulY 1,2003.

according to the new financial reporting model established by GASB 34, as amended' the

minimurn' required presentation for financial reporting purposes of the Municipality is

composed of the following elements:

1. Management s oitcussion and Analysis ("MO&A") _ MD&A is a required supplementary

informltion used to introduce the basic financial statements and provide an analytical

overview ofthe Municipality's financial activities for the year ended lune 30, 2011 based on

the Municipality's management knowledge of the transactiont events and conditions

reflected i; the basic financial statements and the fiscal policies that control the

Municipality's oPerations.

2. Government-Wde Financial statements ("GWFS") - GWFS is a set of financial statements

composed of: (1) a statement ofnet assets and (2)a statement ofactivities'

The government_wide financial statements are aimed at presenting a broad overview of the

Municipalitys finances by focusing on operationa I accounta bility through reponing the financial

position an; results of operations ofthe Municipality as a whole using methods that are similar

tothose used by most private businesses

The statement of net assets provides short-term and lonS-tetm information about the

N4unicipalitys financial position, which assist management to determine the MunicipalitY's

economic condition at lune 30,2011by presenting allofthe MLlnicipality's assets and liabilities'

with the difference between these two items reported as "net assets" (equity) Net assets are

reported in the followingthree categories:

Invested ln Capital Assets, 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 NetAssets-These result when constraints placed on them are either externally

imposed or are imposed by constitutional provisions or enabling legislation' lnternally

imposed designations of resources are not paesented as restricted net assets When both

restricted and unrestricted resources are available for use, Senerally it is the Municipality's

policy to use restricted resources first, and then unrestricted resources as they are needed'

lel t" 8;



COMMONW'ATIH OF PI,IERTO RICO

MuillclPAUIY oF VEGA ALTA

Notes to Basic Financia I Stateme nts

lune 30,2011

C. New Financial ReoortinE Modelfcont.)
. u nrestricted N et Assets - These consist of net assets which d o not met the defin itio n of the

two preceding cateSories. Llnrestricted net assets often are designed to indicate that

man;gement does not consider them to be available for general operations' Unrestricted

net assets often have constGints on resources that are imposed by management, but can

be removed or modified.

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

assets changed during the year ended lune 30, 2011. The statement of activities demonstrates

the degree to which direct expenses of a given function or segments are offset by pro8ram

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

wh-o purchase, use or dhectly benefit from goodt services or privile8es provided by a given

function, segment or operational unit Program revenues also lnclude Erants and contributions

thatare restricted to meeting the operationalor capitalrequirements of a pa rticula r function or

se8ment. Taxes and other items not properly included amonS program revenues are reported

instead as Eeneral revenues. Resources that are dedicated internally by the Municipality are

reported as genelal revenues rather than as proBram revenues The Municipality does not

ailocate genera I Sove rn ment lindirect) expenses to otherfunctions.

Under the provisions of GA58 34 atl activities carried out by the Municipality are cohsidered

governmental io nature for flnancial reporting purposes As a result, no business_typ€ 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 revenues, expenditures and

changes in fund balances (deficits) of the Municipalit'y's governmental funds (results of

oPerations).

The fund financial statements focLrs on: {1) financial accountability, (2) individual parts of

the Municipality's Sovernment and {3) reporting the Municipalivs operations in more

detail than the Sovernment-wide fina ncial statements.

Each fund is considered an independent fiscal entity accounted for withln 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 demonstratin8 compliance with legal, financial and

contractual Provisions.

On March 2009, the GovernmentalAccounting Standards Board (GASB) issued GASB 54 in

an effort to improve the consistency in reporting fund balance components, enhance fund

balance p.esentation, improve the usefulness of fund balance information, and €larify the
definitions ofthe governmental fund types.
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COMMONWEALTII OF PUERTO RICO

MUNICIPAIITY OF VEGA AITA
Notes to Basic Fina ncia I State ments

June 30, 2011

c. New Financial Reoortinp Modellcont.l
ln summary, GASB 54 introduces entirely new terminology and classification of fund

balances in governmental funds. This new standard also establishes a hierarchy of fund

classifications as follows:

1. Non-spendable Amounts: that is, the fund balance which aannot be spent as lhey are

associated with assets such as inventory prepaid expenses, lon8 term receivables or

permanentfund P.inciPal.

2. fuc!!-a-bjC-A!!o!-[!!: these amounts can be spent, but are classified based on the

relative strength of the constraints that conrol the purposes for which specific amounts

can be spent. Beginning lr/ith the most binding constraints, these classifications are:

a. Rest cted
b. Committed
c. Assi8ned and
d. Unassigned

Howto classifo spendable amountsl

Resticted Fund Bolonce: lhis balance represents amounts that are constrcined for a specific

purpose through restrictions of external parties (1.e. creditors, Srantors, contributors, or

laws or regulations of other governments), o. by constitutional provlsion or enabling

tegislation, pursuant to the deflnition of "restricted" in paragraph 34 of GASB 34, as

amended by GASB46.

Cofimitted Fund Batonce: this balance represents amounts that are constrained for specifi.

purposes imposed by a formal actjon of the gove.nment's hiShest level of decision making

authority (i.e. amounts that have been committed by a gpvernihg body legislation,

ordinance or resolution for a specific purpose). Furthermore, fund balances cannot be sued

forother purposed unless the government used the same acting it tookto originally commit

the amounts,

Assioned Fund Batance: this balance represents amounts that are constrained by the
governmends intent to be used for a specific purpose, but arc neither restricted oor

committed. lntent should be expressed by (1) the governing body itself (2) a body (e g a

budget committee) or official to whom the governing body has delegated authority to
assign amounts to be used for specific purposes. The key distinction between committed

and assigned is that committed monies are set by the highest authority (i.e. the board) and

such restri€tlons can only be removed bythis authority.

Lnassk edlqLEalel@: this balance represents the residual mounts for a Sovernmen/s
Generalfund; it includes allamountsthat are not classified in the prevlousthree cateSories

{restricted, committed and assigned). Furthermore only the Generdt Fund can report
unrestricted f und balance,

irip"g"



CoMMoNWaAtTH of PUERTo Rtco

MUNIcIPAIIIY oF VEGA ALTA
Notes to Basic Fina ncia I state ments

June 30,2011

C. New Financial Reoortlnq Modellcont,)
Encuhbronce - Encumbrances should not be displayed as a separate classification of fund
balance on the face of the balance sheet, For governments that use encumbrance
accounting, significant encumbrances should be disclosed in the notes to the financial
statements by major fitnds and non-major funds in the aggregate in coniunction with
requked disclosures about othersignificant commitments.

The minimum number of funds is maintained consistent with le8al and self-imposed
managerial requirements established by the Municipality. For financial repofting purposet
the Municipality classifies itsfunds within the following governmentalfund categories:

Generdl Fund -fhe Eeneralfund is the chiefoperatin8 fund used to account forallfinancial
resources and governmental activities of the Municipality, except for financial resources
reqrrired to be accounted for in another fund type. lt is presumed that the MunicipaUty's
activities have been reported in the general fund except for transactions for which one of
the following aompelling reasons has r€quired the use of another fund: (1) le8al
requirements, (2) GAAP requkements or (3) the demands of sound financial administration
requiring the use of a fund other than the generalfund.

Speaidl Retenue Funds - The special revenue funds are used to account for and to aeport
the proceeds of speciflc revenues derived from grants or other revenue sources that are

restricted or committed to expenditures for speaific purposes other than debt services or
capital projects. The uses and limitations of each special revenue fund are specified by
municipal ordinances or federal and state statutes.

Debt Seruice Fund- The debt service fund is used to account for and to report financial
resources fo r that are restricted, committed rassigned to expenditure principaland interest
for: {1) general lonB-term debt for which debt service payments are legally mandated to be
accounted for in a debt service fund, and/or (2) general lon8-term debt for which the
[{unicipality is bein8 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 (suEh as capital leases, compensated absencet claims and
judgments, advances from CRlN.,l, and landfillclosure and post closure maintenance costs)
are accounted for in the generalfund.

tonS-term debt's p.incipaland accrued interest due on.luly 1of the following fiscalyear are
accounted for as Iiabilities in the debt service fund at June 30, if resources are available at
June 30 for its payment.
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CoMMoNWEAITH oF PUERTo R|co

MUNIcIPAUTY oF vEGA ALTA
Notes to Easic Financial Statements

lune 30,2011

C. New Finanaial ReoortlnE Model(cont.)
Capitol Projeds Funds - Capltal projeds funds are used to account for and report the
financial resources that are lestricted, committed or assigned to expenditures for capital
outlays including acquisition or constructlon of major capital facilities, other assets and
permanent lmprovements. The use of the capital projects funds has been reseNed for
major capital acquisitions or construdion activities that would distort financial resources
trend data if not reported separatelyfrom the other Municipality's operating activities.

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

The Municipality has no significant operations or activities that: (1) are financed and
operated primarily in a manner similar to private business enterprlses, where the costs of
providing goods or services to the general public is financed primarily through user
charget or (2) are fiduciary in nature. As a result, the Municipality does not report
proprietary no. fiduciary frrnds In the accompanying fund financlal statements. All
M un icipalities' fu nds are classlfied as gov€rnmental for financiel reporting purposes.

4. Notes to the Bosic Financiol Stotements - A set of notes that provide information that is

essentialto a use/s understanding ofthe basic financialstatements.

5. Requhed Supplementory lnlormation (other thon MD&A) - A set of reports and
information reported along wlth, but separate from, the basic financial statements of the
lMunicipality, such as: (1) Budgetary Comparison Schedule - General Fund, (2) the Notes to
Budgetary comparison Schedule and (3) the Schedule of Fundin8 Progress - Employees'
Retirement System ofthe Commonwealth ofPuerto Rico and lts lnstrumentalities.

D. Measurcment Focus and Basls ofAccountins
The term measurement focus refers to what is being expressed in reportlng financial position
and perfoamance, that is, which resources are being measured in the accompanying basic
flnancial statements, Two different measurement focuses have been applied in the
accompanying basic flnancia, statements: (1) the flow of current financial resources and (2) the
flow of economic resources, gasis of accounting refers to when transactions have been
recognized in the a€companyinB basic financial statements. GAAP provides for the use of two
different bases of accounting, \/hich have been used in the accompanying basic financial
statements: (1) the accrual basis and {2) the modified accrual basis.

The accompanyinB Bovernment'wide financial statements are reported using the economlc
resources measurement focus and the accrual basis of accountlng. Accordingly, revenues are
gene.ally recorded when earned and expenses are generally recorded when a liability is

incurred, regardless ofthe timin8 of related cash flows. Grantsand similaritemsare recognized
as revenue as soon as all eligibility requirements lmposed by the provider have been met. All
signiflcant interfund activitles have been eliminated from these government-wide financial
statements.
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CoMMoNWEALT oFPuEnToRrco

MUNIcIPAIIIY of VEGA ALTA
Notes to Basic Fina ncial State m e nts

June 30,2011

D.@
The accompanying fund financial statements are reported using the current flnancia, resources
measurement focus and the modified accrual basis of accounting, Revenues are generally
reco8nized as soon as they are both measurable and available (that is, earned and collected or
expe€ted to be collected within the next 90 days following the fiscal year-end) to pay liabilities
ofthe current period, except propertytax revenues, forwhich the availability period is 60 days.

la applying the susceptible to accrual concept to intergovernmental revenue in the
accompanying fund financial statements, th€re 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, Eenerally recognized as

expenditures are incurred. For the other revenue, moneys are virtually unrestrided and are
geneally revocable only for failure to comply with prescribed compliance requirements. These

resources are Senerally reflected as revenue atth€ time ofreceipt or earlier if the susceptible to
accrual criteria is met.

ln the accompanying f{rnd financialstatements, expenditures and related liabilities aregenerally

recorded in the accountinB period in which the liability is inclrred, except for: {1) principal
payment and interest on lonS-term obtigations, which are recorded when due, except for
principal and interest due in .luly 1 of the following fiscal year which are recorded when

resources are available in the debt service funds {generallyJune 3O)j and (2)vacation leave, sick

leave, christmas bonuses, obligations under capital leases, amounts subject to judgments under
litagation, and other Long-te.m obligations, whlch are recorded under the accrual basis of
accounting in the accompanying government-wide financial statem€nts.

ln December 1998, the Governmental AccountinB Standards Board issued Statement N0,33,
Accowting ond Finoncial Reporting for Nonexchdnge Ttunsoctions ("GASB 33"), effective for
flnancial statement for periods after June 15, 2000, which the lvlunicipality adopted on July 1,
2003. This statement established accoLrnting and reporting standards for nonexchange

transactions involving cash and financial or capital resources (for example, most taxet Srents
and private donations). ln a nonexchan8e transaction, a government Bives (or receives) value
without directly receivin8 {or glving) equal value in return. This is different from an exchan8e
transaction, in which each party receives and gives up essentially equal values. The statement
groups nonex€hange transactions of governments into four classes, based on their principal

characteristics: (a) derived tax revenue, (b) ioposed nonexchange revenue; (c) government

mandated nonexchange transactions; and (d)voluntary nonexchange taansactions.

The adoption of this statement altered significantly the basis of accounting used by the
Municipality for the recognition of revenue and expenditures and related assets and liabilitiet
as described above. The effect of the adoption of this pronouncement has been reported as

changes in accounting principles in the accompanying basic financjal statements. Accordingly,
the cumulate effects of such transactions have been reported retroacfively as restatements of
fund balances at July 1, 2003.
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Maior and Nonmaior Funds
lJnderthe provlsions of GASB 34, the Municipality is requked to segregate funds among major
and nonmajor categories within the fund financialstatements. Major individualgovernmental
funds are reported as separate columns in the accompanying fund financial statementt while
data from all nonmajor governmental funds are aggregated into a single column, regardless of
fund type. At minimum a fund ls considered major ii (1)it is the primary operating fund ofthe
Municipality (i.e. the generalfund) or; (2) meets both ofthe fo owing criteria:

Total assets, liabilitles, revenues or expenditures of that individLral Bovernmental
fund are at least 10 perc€nt of the coresponding total for allfunds ofthat category
or type; and,

Total assets, liabilities, revenuet or expenditures of the individual Eovernmental
fund are at least 5 percent of the corresponding total for all governmental funds
combined.

Based on the above-mentioned criteria, the Municipality's generat fund, the debt service fund
and the "Mantenimiento de Obras Municipales y Otras Necesidades,, are the ooly three funds
that qualih/ as major funds for the fiscalyear ended June 30, 2011, and acaordingly, have been
reported as major funds in the accompanying fund f)nancial statements. All other
governmental funds of the Municipality are considered nonmajor for financial reporting
purposes.

f. Statutorv (BudsetarvlAccountinE

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

Expenditures are generally recorded when the relat€d expenditure is incurred or encumbered.
Available appropriations and encumbrances are established to lapse one year after the end of
the fiscal year. Amounts requked to settle claims a.d judgments against the Municipality, and
certain other liabilities, are not recognized until they are encumbered or otherwise processed
for payment.

ln the governmental funds, encumbrance accounting is a under the statutory basis of
accounting, the Municipality uses encumbrance accounting to record the full amount of
purchase orders, contracts and other commitments of appropriated resources as deductions
from theappropriation priortoactual expenditure.
significant aspect of budSetary control.

The accompanyinS budgetary comparison schedule - Seneral fund, only presents the
information for the general fund, which is the only Municipality,s fund with a leSally adopted
budget, as requked by GAAP.

{a)

(b)
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F. Statutorv(BudeetervlAccountins(cont.)
Because accountinS principles applied for purposes of developing data on a budget basis differ
significantly from those used to present financial statemenB in conformity with GMp, a
reconciliation of differences in the deficiency of revenues and other financing sources under
expenditures and other uses of linancial sources for the year ended June 30, 2011 was
presented for the generalfund as part ofthe accompanying bud8etary comparison schedule.

G, Cesh ahd cash Eouivalents
The Muni€ipali!/s cash and cash equivalents are composed of cash on hand, demand deposits,
and short-term investments,n certificates ofdeposit with originalmaturities 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 service fund represents additional property tax coljections
retained by the Municipal Revenue Collection Center (..CRINij,,, by its Spanish Acronym), a
municipal corporation (not a component unit of the Commonwealth or ofthe Municipality) and
additional potion of sales taxes collected and dlstrjbuted by p.R. Treasury Depanment and
deposited in P.R. Governmental Bank. Such cash balances are restricted for the payment ofthe
l\,4 unlcipa litys debt servlce, as established by law.

H. Receivables and Pavables
Activity between funds that are .epresentative of lending/borrowing arrangements outstanding
at the end ofthe fiscalyear are referred to as either,due tofrom other funds,, (i.e. the current
portion of interfund loans).

Tax rcceivables in the general fund represent amounts owed by taxpayers principally for
individualand corporate property taxes, municipal license taxes and constauction excise taxes.
A portion of these tax receivables is recognired when they become measurable and available
based on actual collections during the 90 days (60 days for property taxes) following the fiscal
year-end related to tax returns due before year-end. Tax receivables also include amountsowed
by taxpayers from taxable years prior to June 30, 2011, estimated to be collectible but not
currently available, as a result ofthe adoption ofGASB 33.

Accounts receivabies are stated net of estimated allowances for doubtful account, which are
determined based upon past coltection experience and current economic conditaons.
lntergovernmental receivables mainly represent amounts owed to the Municipality by the
Comrnonwealth and the federal government of the United States of America for: (1)
hter8overnmental charBes, and (2) for reimbursement of expenditures incurred pursuant to
federally funded programs, respectively. tn the accompanying government_wi;e financial
statements, receivables consist prjncipally 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 a€counts receivable.
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Receivables and Pavables lcont.)
Major receivable balances for the governmental activities include municipal license taxes,
property taxes and cohst.uction excise taxes, among others.

Nonexchange transactions collectible but not available are deferred in the accompanying fund
financial statements in accordance with the modified accrua, basis of accounting, but not
def€rred in the accompanyin8 government-wide financial statements in accordance with the
accrual basis ofaccounting. Interest income is recorded when earned only ifcollected within 90
days afteryear-end sjnce they would be considered both measurable and available. Allowances
for uncollectible accounts receivable are based upon historicaltrends and the periodic agin8 of
accounts receivable.

lnventories and Preoaid Expenses
lnventories consist of materials and supplies held for consumption. Generally, inventories and
prepaid expenses are valued at cost and predominantly on the first-in, Ikst-out basis.
Governmental fund inventorles and prepaid expenses are recorded as expendjtures
(consumption method) when purchased 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 governmentalfunds. However, inventories are always capitalized (purchase method) in
the statement of net assets.

Temporarllv Restricted 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 payabte as
established in the respective debt agreements, (b) the fundtng of construction and permanent
improvement projectt and {c) the funding offederal and state sponsored programs.

Oelerred charEes
Deferred charges in the accompanying statement of net assets consist of debt bond issuance
costs/ which are emortized over the term ofthe related debt using the straightline method. tn
the fund financial statements, bond issuance costs are recognized in the current period as
expendjture, whetheror not withheld from the actualdebt proceeds re€eived.

lntedund Transactions
Permanent reallocations of resources between the Municipalin/s funds are classified as
interfund transfers. The Municipality has the following types of transactions recorded among
funds in the accompanying fund financialstatements:

Operoting Transrers - Legally required transfera that are reported when incurred as
"operatin8 transfers-jn" by the recipient fund and as ,,operating transfer-out,, by the
disbursing fund.

K.

L.
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lnterfu nd Transadions lcont,l
, lntedund PoymenE (Quosiaxtehol Trunsactions) - Charges or collections for servlces

rendered by one fund to another that a.e recorded as aevenue ofthe recipient fund and as

expenditLrre of the disbursinS fund.

For the purposes of the accompanying Sovernment-wide statement of activities, all interfund

transfers between individual governmenta I fu nds have been eliminated.

CaoitalAssets
The acaounting and reportlng 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, buildinBs, building

improvements, vehicles, machinery, equipmen! works, infrastructure and all other intangible

assets that are used in the operations of the Municipality add that have initial useful lives

ertending beyond a single reporting period (fiscal year). Infrastructure assets are generally

immovabte in nature and include roadt bddges, streets and sidewalk, dralnage systems and

other similar assets. In the accompanying government-wide statement of n€t assets, all

individual capital assets over the threshold amount of S500 have been capitalized and

depreciated.

ln the accompanying government-wide statement of net assets, all capital 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 historicalcost was used to value the maioritY ofthe assets acquired prior to lune 30,

2011. The costs of normal maintenance and repairs that do not add value to the asset or
materially extend capital asset lives are not capitalized.

All capitalized assets are depreciated over their estimated useful lives under the straiSht_line

method. AII individual capital assets under the above mentioned capitalization threshold are

charged dkectly to expense in the accornpanying government-wide statement ofactivities.
The estimated useful lives of major capitalasset categories are:

Land improvements
Buildings and buildlng improvements

Motor vehicles
Furniture and fixtures
Machinery and equipment

20years
SOyears

20 to 50 years
7to l0years
5to 20years
5 to 20years

[quipment held under capital leases is depreciated underthe shorter of its estlmated usefullife
of the assets or the lease term. Capital assets are record€d as capital outlays expenditures in

the acquiring fund for the purposes of the accompanying statement of revenues, expenditures
and changes in fund bala nces - governmental funds.
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N. Deferred Revenues
The Municipality repons deferred revenue on its basic financialstatements. Deferred revenue

arises when potential revenue does not meet both the "measurable" and "available" criteria for

rcvenue 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 pay obligations due at

June 30. Oefefied revenues also arise when the Municipality receives rcsources before it has a

legal claim to them. ln subsequent periods, when the revenrle recognition criterion is met, or
when the Municipality has a legal claim to the resources, the liability for deferred revenue is

removed and revenue is recognized. Deferred revenues at the Sovernment_wide level arise

onlywhen the Municipatity receives resources before it has a legalclaim to them.

Deferred revenues atJune 30, 2011amounted to 52,365,319 in the ac€ompanying government-

wide statement ofnet assets and balance sheet -governmentalfunds, respectively

o. compensated Absenaes

Compensated absences are accounted

Accounting lot Compensdted Absences,

Board (GASB 16).

for under the provisions of Statement No. 16,

issued by the Governmental Accounting standards

Compensated absences include paid time off made availabl€ to employees in connedion with
vacation, sick leave and compensatory time. According to GASB 16, the liability for
compensated absences record€d in the accompanying government_wide statement of net
assets is stri.tly limited to leave that: (1) is attributable to services already rendered on or
before June 30, 2011, and (2) is not contingent on a specific event (such as illness) that is

outside the control of the Municipality and the employee. The liabilitY for compensated

absences, include salary-related costs, which are directly and incrementally related to the

amount of salary paid to the employee (such as employe/s share of Social SecuritY taxes,

Medicare taxes, em ploye r co ntributions to retirement 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 vacatlon 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. ln the case of compensato ry time, the excess of 240 hours is

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. ln

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 js paid to the employee. Accumulated vacation time ls fully vested to the employees at
any time. At lune 30, 2011, the Municipality has recorded a liability for compensated absences

amountinS to s2,070,185 in the a cco m pa nyinS Sovern m ent-wide statement of net assets.
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Claims and Judements
The estimated amount ofthe liabiljty for claimsand judgments, which is due on demand, such

as from adjudicated or settled claims, is recorded in the Beneralfund.

long-Terfi Debt
All long-term debt to be repaid from Bovernmental resources is reported as liabilities in the
government-wide statement of net assets, except for principal and itterest payment on lonS-

term obligations due in July l ofthe followinB fiscalyear, which is recorded in the fund financial

statements when resources are available in the debt service fund (generally at June 30). Bonds

and notes premiums and discounts, as well as, issuance costs, are defe ed and amortized over
the life ofthe debt in the accompanying Sovernment-wide financial statements.

Lon8-term debt for Sovernmental funds is generally not reported as liabilitjes in the fund

financial statements. ln the governmental fund financlal statements, governmental funds
recognize bond premiums and discountt 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 otherfinancinB uses.

RiskFinancine
The Muniaipality purchases commercial insurance covering casualty, theft, toft claims, and

other losses. The Commonwealth, through its Department of Treasury, pays the insunnce
premiums on behalf of the Muhicipality and then is rcimbursed 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 lnsurance Fund Corporation (a component unit of the Commonwealth) and
the Occupational Disability FLrnd (which is a trust fund administered by the Department of
Labor and Human Resources ofthe Commonwealth).

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

use of Estlmates
The preparation of basic financial statements in conformity with accounting principles generally
accepted in the lJnited States of America requires the Municipality's management to make
significant estimates and assumptions that affect the reported amounts of assets and liabjlities
and the disclosure of contingent assets and liabilities at the date of the basic financial
statements and the reported amounts of revenue and expenses durinS the reporting period.
Actualresults could differ from those estimates.
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STEWARDSHIP, COMPI.IANCE, AND ACCOUNTABILITY

The Municipality's generalfund is the only gove rnme nta I fund fqr which an annual budget ls legally

adopted. The Municipality's elected Mayor is legally required to prepare and submit to the elected

MunicipalLegislature an annualbalanced budget for the ensu ing fiscal year. The annualbudget is

prepared bythe Municipalitys Department of Finance, and takes into consideration the advice

provided by all municipaldepartments and divisions. The appropriations made for anYfiscalyear

shall not exceed the total revenues, includin8 available surplus, estimated for said fiscalyear, unless

the imposition oftaxes sufficient to cover said appropriations is provided by law.

The annual budget, which is developed utilizing elemenls of performance_based program budgeting

and zero-based budgeting, lncludes an estimate of revenues and other financing resources of the

ensuing fiscal year under: (1) Iaws existing at the time the budget is submitted; and (2) municipal

leBislative measures proposed bythe Mayorand submitted with the proposed bud8et, as wellas the
Mayo/ recommendations as to appropriations that in his judgment are necessary, convenient, and

in conformitywith the four-year governmentalplan adopt€d bythe Municipality.

The Municipal Legislature may amend the budget submitted by the Mayor but may not in€rease any

items 50 far to cause a deficit without imposing taxes or identirying other sources of revenue to

cove. such deficit. Upon approval by the Municipal Legislature, the budget is refe.red to the Mayor

who may decrease or eliminate any line item but may not increase or insert any new line item in the
budget. The Mayor may also veto the budget in its entirety and return it to the N4unicipal

Legislature with his objections. lf a budget is not adopted prjor to the end of the fiscal year, the
annual budget for the precedin8 fiscal year, as approved by the legislature 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 lvlunlcipality to continue making Paymenis for its

operations and other purposes untilthe new budget is approved.

The Municipality's annLral budget is prepared on lhe bud8etary basis of accounting, which is not in

accordance with GMP. Accordin8ly, for budgetary purposes the Municipality uses encumbrance

accounting. The encumbrances lprincipally purchase orders and contracts) are considered

expenditures when a commitment is made. For GAAP reporting purposes. encumbrances

outstanding at year-end are reported as reservations of budgetary appropriations and GMP fund

balances and do not constitute expenditures or liabilities on a GAAP basis because the commitments

will be honored during the subsequent year- The encumbered balance of any appropriatio. of the
general fund atthe end ofthe fiscal year will lapse to the following fiscal yea.. ln addition, the
Municipel Legislature may direct that certain revenues be retained and made avallable for spending

within a specific appropriation account.

Generally, expenditures may not exceed the level of spending authorized for an lndividual
department or division of the Municipality. However, the Municipality is statutorily required to
satisfy the debt service requirements, regardless ofwhether such amounts are appropriated or not,
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2. STEWARDSHIB COMPLIANCE, AND ACCOUNTABILITY(CONt.)

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 individual departmenvdivision basis. The Finance Department may

transfer part or all of any encumbered balance within a department to another department subject

to approval. Budgetary control is exercised through the lt4unicipalivs accounting system. This

system ensures that en€umbrances or expenditures are not processed if they exceed the

department/division's total available spending 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 ca pita I expe nditures.

The annual budget as presented in the accompanying Eudgetary Comparison Schedule - General

Fu nd is the budget o rdinan ce at .J u ne 30, 2011 representing the origina I budget, as a mend ed. There

were no supplemental appropriations forthe yearended June 30, 2011.

3. DEPOSITSANOINVESTMENTS

The tVunicipallty maintains its deposits of cash in the Government Development Bank for Puerto

Rico ("GD8"), a governmentalbank and component unit ofthe Commonwealth who serves as fiscal

a8ent of the Municipality, and in various commercial banks located in Puerto Rico. The balances

deposlted in GDB are uninsured and uncollateralized. The balances deposited in commercial banks

are insured by the Federal Deposjt lnsurance Corporation {"FD|c,) up to a maximum of 5250,000
per depositor. However, under the laws and regulations of the Commonwealth, public funds
deposited in commercial bank5 must be fully collateGlized for the amount deposited in excess of
federal depository insurance provided by the FDIC. All securities pledged as collat€ral are held by
en agent of the secretary of the Treasury of the commonwea,th in the name ofthe Municipality.

Cash, cash equivalents and investments atlune 30,2011consist ofthefollowing:

ManGnlmtento Other
DebtseNice ObrasMunlclpal€s Govemmental

Fund rund Funds Total

@mreEialbank 5 5533,025 S

lnvestments 754,727
$ 5s33,@5

754,72t

7,409,239 2,649,494 U,989,021 23,088,154
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DEPOSITSANO INVESTMENTS (cont )

ThF Municioalitv's bank balance of deposits and investments

l,i'"*r,r"i ii ,l-'r; 
"n 

indication of the level or collateral risk

J"^"'io, zotr. Risk categories are described asfollows:

Gtegory 1:

CateSory 2:

CategotY 3l

lnsured or collateralized with securities held by the secretary of the

Treasuny' agents in the Municipality's name'

Collateralized with securities held by pledBing financial institution's trust

department or agent in the Municipality's name

LJncollateralizedj including any bank balance that is collateralized with

,""r*"t h"U Or,n" p'"diing fi nancia I institution or by its trust department

or agent but not in the Municlpalivs name'

The carrying amount (book balance) and the bank balance of deposits and investments with

o"r"Ji i".iia,'"^t 
"r 

rhe Municipalitv at June 30' 2ol1consist of the followin8:

Carrylnt Bank

with financial institutions are

assumed bY the Municipality at

Deposits in commercial banks

Deoosits i. Eovernmental banks

Bank balances ofdeposits and investments:

cate8orY 1

CateSory 2

CateSory 3

r3s:q,sr: s t2,aa6'452
15,841.388 15.841388

l-j19ll:p!l-.L --2!JZ$4O

$ 1s,841,388
8,005,046
4.881.406

L,---2a,J2z3j&-

4. MUNICIPALTAXES

(A) MUNICIPAL LlcENSE TAxES

The Municipality imposes a municipal license tax on all business€s that operate within the

Municipalty, wnich are not totatty or partiatty exempl from the tax pursuent to rhe lndustrial

i"*"iil". our of the Commonwealth of Pueno Rico This is a self_assessed tax based on the

businessvolumeinErosssalesassnowninthetaxreturn,Thedeclarationf]ling-dateistendays
after the state lncome Tax is fihd {the15;h d;y;fAprit each yearl. Entities with-sales volume of s 1

million or more must include rates estatlishej by t;e N4unicipality. At lune 30, 2011, the municipal

i"r'r"t", irnpo."a uv tf," Municipality were 1so percent forfinancing institulions and 0 50 percent

for anY other taxpayers. lny taxpayers. who have been Sranted with partlal tax exemptions under

."', ^i *" -*i ir" tax laws of the Commonwealth, ultimately pay municipal license taxes at

;J,;"i;;"-tl,, ;;^"t;lv beh^/een 60 percent and 90 percent under standard rates'
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MUNIcIPAL TAxEs (cont.)

Each Laxpayer must assess his/her corresponding municipal license tax bY declaring hi'her volume

.iiritni* if,ro*fl 
" "x 

form based on the aciratvolume of business generated in the preced;ng

;;";;;;";;. il; i-;an be paid bv the ravnaver in two equal installments: (1) the first pavment

or" alri, *, 
""J 

ta ,.nuary ts t'bteq'"ni'to the filing ofthe declaration The-firstjnstallment of

the tax covers the taxabte pertoa lstx moninii"nded Deiember 31 subsequent to the flling date of

the declaration, while the second in""ff'"niof tf'" tax covers the taxable period.{six months)

;;;;;;;;;iil;;bsequent calendar Year' tf a taxpaver elects to paY the tax in full on the

;il;J;;";"-;;i;;Ln, a s percent aiscount is srant;d automaticallv on the tax amount due'

Any municipal license taxes collected in advance (that is' prior to June.3o but pertaining to the next

ir*ir"ari'"* *-a* as deferred revenues As oflune 30 2011' the tolal municipal license tax

,"*tli]J i"", "t 
the allowdnce tot "'iit"t"a 

uncollectible amounts) was 54'692 (base of

subsequent or days co llectio ns)'

(B) MUNICIPALSALES AND USE TAX

onseotember23,2006thelvlunlclpallegislatuleoftheMunicipatityofVegaAltaapprovedthe
ffiHe.rlt. ;iilzioo-zooz) lut"air stute Public law No 117oflulv4'2006€stablishinsa

illi r"i". 
""0 

,." 
"* "f 

1 5% over the sale of Eoods and services made within the.Municipalities

i*"i.ii".. rn" o,a'*"ce was effective ten diys after public notice, and under this ordinance'

eveN business doing retail sales is requir;d to register on the Municipality_to obtain a retaile/s

ffiiL*:il,ii"#;,": th"-;;i"'r' '" '";;i;; ii i'r" ,nonttrv 
'ur"' 

i"x returns bv the 1oh dav

folLwlng the month in which the taxwas collected'

On luly 29, 2007, the State Public Law No SO established that the municipalities maY collect only

i.ix irli, i.r"t ,"a use tax and the Poerto Rico Treasury Department (PRTD) the other 0 5%'

Resources collected would be use for constructlon' permanent improvements' health and pLrblic

safetv services, the improvements rn the mana;ement of solid waste disposal and the

implementation of recYclinB programs by the Municipality

The tax collected by PRTD will be distributed to the municipalities in three separate funds:

,r"njii-r"r"G.*, ,und, Municipal RedemDtion Fund and Municipal lmprovements Fund' The

irr"i.ii", 0"r""'rr*, tund will be based on 0 2 % of the o 5 % collected but will be distributed

*iitln ""ir ,rni.ip"flti", Oy tormuta uasea on total amounts collected' operational budgets and

o"pri",t"t- 1"",i", 0.2% wilt be deposit on a Municipal Redemption Fund in the Government

'o"i"i"ora"i tr"n a|. ouerto Rico (GDB) and use onlY for the repaYment offuture municipalloans

i" Lotiit 
" 

..n",0., x will be deposit in a Municipal Improvements Fund in GDB and assisned bv

iie state t-egistature ror construdion and permanent improvements.projects to the municipalities

or rine V"r, iOro'zofl ,he MunicipalitY collected 51'531'816 from sales taxes'
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5.

CoMIMoNWEAIIS of PuERro Rlco

Ml'NtcPArlfl or VIGA ALTA

Notes to Basic Financia I Statements

lune 30,2011

PROPERTYTAXES

The Municipality is authorized bY law to imoose and collect personal and real properw taxes-

;";;;; il;;u,",". .an be imposed to an; natural or leBal person ensas€d in-traoe or business

ii"i"i:"-".v r or 
"".r', 

year is owner of personalpropeny used in trade or busrness

Personal prope'tY taxes are self-assessed by taxpayers every yedr usinS the boo\ valueof persoral

,r"r""r'"r.!" l**o by the taxpayer at January l and reporting such t (able 
.valu 

e 

-thro 
ugh a

1"ri""al,t"r*r,a, t"turn filed on May 15 subsequenttothe assessmentdate Atlune30 20l1'

il #i ;;:;;;1 ;r;r"rtv tax rate in force was 6 38 percent (or which taxpavers.paY^6 18 percent

,"i .io p!t.""ii..litour;ed by the Department ofTreasury ofthe commonwealth Realproperty

taxes are assessed by cRlM. The assessment on real property is made every Janu€ry l and k based

onestimatedcurrentvaluesofthepropetydeflatedatlgsTmarketprices'Atlune30.2011,the
;;;;;;;;;;;;"r."te In force was 8 38 percent {orwhich 8 18 percent is pald bv taxpavers)'

flesidentialrealpropertyoccupiedbyitsownerisexemptbylawfrompropertytaxes.onthefir5t
iis,ooo "f,fr" 

*,"it"o value (at 1957 market prices) For such exempt.amounts' the^Department

^lTr.,cllru.fthecommonwealthassumespaymentofthebasictax(4.ooand5.oopErcentfor
:",'.*irlr";;ir;;;;iv, ,".p""rr"rvt to tii" MunicipalitY' except ror propertv assessed or less

il;i;;il(;; r;;;;;*et piicer, roi'wrricrr no pavment is made Revenue related to the basic

;; #;;;;;;;";, is recorded in the Seneral fund when cotlections are received from the

CRIM-

cRlMisrequiredtoremitl.o3percentofthepersonalandrealproperty.taxcollect€dtothe
;;;'.i;"lr;;;" r.rsed for the partial fundin; of the debt service requlrements on seneral

;ilr;il;;J ;". pavabte of tile Municipaliiv ln addition' 1.3s pe'cent of th! total personal

""i.""1r.p"n, 
tax;s collected by cRlM is ;estricted for debt service reqLrirements of the

,,,"oi"rri, ana i, ,","in"d by cDa fo, .uch purposes. Accordin8ty, such amount is recorded as

.."..r". in ,f,u a"Ut ."rice fund when collected and reported bY the CRIM

The Additional Lottery System of the Commonwealth (the "Additional Lottery") is an operational

,"r, ,ip"i"o 
"t "" ""i";prise 

fund ofthe commonwealth' which currently operates several bettinB

;il;;;;," the citizens of Puerto Rico' The Additional Lottery is required every vear to

aiiiribute a portion ofits excess of revenues overexpenses asfollows:

i. Thirty fMe percent (35%) of its net eamin8s (defined as the excess of revenues over
' 

"rp"i',r"ti"it"" 
aaount earmarked for the Fund Ior Rent and Home lmprovement subsidy

piigr"a to, tt" Low-lncome Qualitying Elderly) is earmarked to the municlpalitles of the

commonwealth of whicr, " 
ma,imu. if sze million, on an annual basis, i5 distributed to

itre uunicipat fquatization E'rnd held by cRlM to cover operating expenses and permanent

im provements of the mu nicipalities'
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COMMONWEALIH OF PUEf,TO RICO

MUNICIPAUIY OT VEGA ALTA

Notesto Basic Financial Statements

lune 30' 2011

5. PRoPERTYTAXES(.ont')

ii. An additional amount not exceedlng 516 million' on an annualbasis' is distributed to the

Municipal Equallzation flrnO' p'o'ii"a it i5 within the 35 percent corresponding to the

municipalities of tfre commonweattfr' When the accumulated municlpal^appropriations

from the municipalities Puerto nJo nealth neform are covered up to lune 30' 1997' these

resources will be assigned to tfre fteaftn tnsurance Administration' a component unit ofthe

Commonwealth'

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

S143,209 at.lune 30, 2011'

6. INTERFUND BALAI{CES

On luly 1, 2001 the Municipality adopted the provisions of Statement No 38' Certoin Financial

stotementNoteDisc]osule',issuedbytheGovenmentolAccaunlingstondordsaoordThis
;iffi;;; ;;;; ,tt" ditito"t" of the flow of resources between lunds and to assess the

."rLiiil". ,t-i","l"r, 
"a 

talances lnterfund balancesatlune 30' 2011consisted ofthe following:

Majortmdi
c*;r *b.-,*ijj#i !'L* ----6*i-

orerati4tEnsfertd tund muhlclp'l€3 fuid'

o"ois.*i* t,na S 1462'52]) S '6)'5)l
;:;'.;"";'.,"..p,,"' rr'32e.s24) 1'r2s's24

iii::H;* *.- ,,1t.!i:l ----;i6 ---,fifl --ffi-\2,541'1161

Orher g.vernm.ntal f undr

At June 30, 2011

management.

2943fi

nunlclP.l.s

794)74
2943$.m

234,118294,1t4

all amounts due among funds are considered collectible by the Municipality's
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CoMMoNWEAITH oF PUERTo RIco

MUNICIPALIIY OF VEGA ALTA

Notes to Basic Financial Statements

lune 30,2011

7. INTERGOVERNMENTAI. RECEIVASLE AND PAYABLE

Dr" to oth". gor"rnr"ntal units ofthe Seneral fund for services rendered to the Municlpality consists

ofthe{ollowing: orher Totat statement

M.yo. 6d6nf,.ni.l Gowime.tal "11:li.ii r""a Fund -----gnE--

1,733,058 1,73&o5B I 11738,053ln!.r8ov.mment:l r..elEhl.r
pR Eleddc Power Authorliv

Tot l

rnt r8ernm.nr.l pay.ble:
PR oepartment of th€ Treasury

Lnternal Raenue se ice

Employeer ietnementsyttem of
the Gtuernment of Pueno Rico

PR Watea and sewer Authoriw
PR Elecric Power AuthoritY

lolrl

a7,414
18,105

t97,114
38,876

1,738,058
44,s37-i--rfrilit

3t,314
18,10s

197,324
38,876

1,738,0s4
43,537

31,3t4
18'105

197,324
38,876

1,738,0s4
43,537-E_---..--=-.---,6,1F

8. CAPITAL ASSETS

Capitalasset activity for the yearended June 30,2011, was asfollows:

cd b,6 of6PitEl aiet, id subied

$bndbd.p'ed*lmrnd amodiaion

con Da' or.$lbl .*t. $h)dto

v.hids uidr 6Plhl l..F

M.dlh.ry tnd equrrned
Id, d bails ofErrbl r$6 subl.d

tod.'rcdatoi.ndadfino
rdd d bsb of dDbl 6s.ls

$ 100rm I
l2,s€6,56r)

{2136,561)

$45.e61

2,435,551

1&310,653

3ro5p70

7s,2vtoo
elJ45,1ss

45,012,S11

1,147,13t
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COMMONWEALTH OF PUCiTO RICO

MUNICIPAUTY OFVEGA ATTA

Notes to Basic Financia I state ments
lune 30,2011

8. c.APlTAL AssETS (cont.)

Depreciation and arnortization expense was charged by functions in the

wide statement of activities as follows:

accompanying government

5 938
72A;740

927,447

33,124

Ll26,B

revenues presented in other governmental

received fo. which qualifoing expenditures

9, DEFERRED REVENUES

Deferred revenues recorded in the accompanyin8 GWFS and the GFFS are asfollows:

a, GeneralFund:
Deferred revenue oI 52,253,141in the general fund is related to municipal license tax

collected in fiscalyear 2O1O-11that will be earned in fiscalyear 2011-12

Hldl $6y ard uban develop.rEnl

PuUic housirg and Glfare
Orlturg r€.@tion a.d eduation
!d6n and e.olmk deElogr6't

Total &pEciatron and an'odation en?ense

FEMA

EECBG

]AG
HPRP

CSBG

ESG

b, Other Govern mental funds:
F.deral Government $129,528 - The deferred

funds represent the portion of federal g.ants

have not been incurred.

Total

s67,866
47,871
11,984
7.264

s35

s129.528

10. EMPLOYEES RETIREMENT SYSTEM
'fhe Municipatity's employees participate in the Employees' Retirement System ofthe Government

of Puerto R;co and its lnstrumentalities ithe "System"). The System is the administrator of a muhi-

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

est;bli;hed by the Commonwealth. The system was created under Act No 447 approved on May

15, 1951, as ;mended, and became effective on January 1, 1952 The System covers all regular

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

municipalities of the Commonwealth.

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

purpose other than to benefrt each system's participants. The System issued publicly available

f;nanciatreportsthatincludeitsbasicfinancialstatementsandrequiredsupplementaryinformation
for each ofthem, including requi.ed six-year trend information. Those reports may be obtained by

writing to the ad ministrator of the System.
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COMMONWEAIIH OF PUERIO RICO

MUNICIPAU'TY OF VEGA AI-TA

Notes to Basic Fina ncia I Statements
lune 30,2011

10. EMPLOYEESREIIREMENTSYSTEM(cont.)
The System provides tor retkement, 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.

Beneflts vest after 10 years of plan participation.

Retirement benefits are determined by the application ofstipulated benefit ratios to the membe/s

averaSe compensation. AveraSe compensation is computed based on the highest 36 months of

compensation recognized by ERs. The annuity, for which a plan member is ellSible, is limited to a

minimum of 5200 per month and a maximum of75 percent ofthe average compensation.

On September24, 1999, an amendmentto Act No.447 of May 15.1951, which created the System,

was enacted with the purpose ofestablishinS a new pension system ("system 20od') System 2000

became effective on January 1, 2000. Employees panicipating in the current system as of

December 31,1999, had the option to either stay in the defined benelit plan or transferto the new

program. Persons joining the Eovernment on or after January 1, 2000, are required to become

membersofSystem 2000.

System 20OO is a hybrid defined contribution plan, also known as cash balance plan. und'rthis new

plan, there is a poolof pension assets, which are invested by the System, togetherwith those ofthe
current defined beneflt plan. Neither the Commonwealth nor the Municipality will guarantee

benefits at retirement aBe. 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 employeeJ 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-yea. Constant Maturity u.S. Treasury Note; (2) earn a rate equal to 75 percent of
the return of the System 200ds investment portfolio (net of management fees); or (3) earn a

combination of both alternatives. Participants receive periodic account statements similar to those

of deflned contribution plans showing theiraccrued balance5.

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 Municipality) will be used to fund the

current plan.

System 2O0O reduced the retirement age from 65 years to 60 for those employees who joined the

curent plan on orlate.January 1,2000.

Fundino Policv:
contribution requirements are established by law and are as follows:

9.275% of gross salary

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

lvlunicipality
Employees:
Hhed on or before March 31.1990

Hired on or after April1,1990
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COMMONWEALIH OF PIJERTO RICO

MI,INIC!PALITY OI VEGA ALTA

Notesto Baslc Fina ncial State me nts

June 30,2011

10. EMPLOYEESRETIREMENTSYSTEM(CONI.)
o|.in, ihe flscat vear ended June 30, 2011the ernploye/s contributions paid by the Municipality to

ffi :"il;;;;G;;ountea io $:ss,:re on Ausust 12' 2ooo' Act No 174 was approved to

,ior.",t"in puni.ipunts ofthe ERS to be eiigible for ea rly retirement Llpon attainh^g^at least age 55

*iir, ziv""ootr".i.", provided thev madi their election on or before April 1' 2001- Those who

"i".t"J "rirv 
,"ti."a"n, lrnder this law will receive monthly benefits of 75 percent {if 25 or more

vears ofservice and age 55, or 30 or more years or services and age 50) or benefits of65 percent (if

fi";;;il;;;;;rtlnin age ss1 of tlreir average compensation' which is computed based on

,n"';;il;a monihs ot compensation recognized by the system ln these cases' the emplover

ii".rril^t ii" ,r"niprlity) is;esponsible fo;contributing to the system the amo!nt needed to

H"lin: ;;;;ilpai;e,it, 
"nd 

umplovet tontribution with respect to the participants covered

untilthe participants reach the normalretirement age'

Historically,thecommonwealthhasreportedthesystemasasingle.employerplan(asrclatesonly
i"-ii.-it"".i"l reporting entity of the commonwealth) in its comprehensive annual frnanclal

." p"ri. o...iJi"t,t, ,h" c]om m o nwealth will assr'rme a ny actua ria I deficie ncy that may exist o r a rise

reiated to th" Municipality's participating employees since the System does not allocate any

actuarialdeficienciespertainingtomuniciPalemployeesparticipatinginthesystem.The
tvtunicipality is onty req,rked by law to make ;tatutory contributions in the rates mentioned above'

;;;;ril, no net pension obliSation nor net pension asset that may be allocable to the

frfrni.ip"fitr', participating employees, if any, has been reco'ded in the accompanyinS basic

financia I statem e nts.

11. LONG.TERM DEBT

The tvluniclpality's Legislature is legally

Municipality. Nevertheless, the laws and

authorized to determine the contracting of debts of the

regulations ofthe commonwealth also provide that:

.DirectobligationsoftheMunitipality(evidencedprincipallybybonds.andnotes)are
backed byihe fullfaith, credit and taxing power ofthe N4unicipalitY; and

. Direct obliSations ale not to be issued ifthe amount of the principalof, and interest on,

such bondi and notes (and on all such bonds and notes issued thereafte4 which are

p"Vuff" in 
""V 

fi.aul V"ar, together with any amount paid by the Muni'ipiliw in the

preceding fiscal year on account of bonds or notes guaranteed by the N4unicipality'

exceed io percent of the totat assessed value of the property located within the

rvrun;cipafity plus the balance of the ad valorem taxes in the debt service fund' for

fona. oav"tf'" 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 fond should

besufficienttocovertheprojecteddebtservicerequirement.Atlune30,2oll,theMunicipalityls
in compliance with the debt limitation requirements
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COMMONWEAI.TH OF PUEATO RICO

MUNICIPAUTY OT VEGA ALTA

Notes to Basic Einancial statements

lune 30,2011

11. LONG-TERMDEBT(cont.)
The generatlong-term debt activityforthe year ended June 30, 2011was as follows:

8.laEe *
-!!slq44-

Nor6 pavable to the Go@mment

D*lopment 8.nk 21,033,0@

Not6 payable to ooRAl Bank

The lvlunicipality lssues general and special (public improvements) obliSations bonds and notes to

proviae torthe acquisition and construction of majot capital facilities and equlpment' as well as' to

cover certain oPerating needs.

!ong-tern debt atlune 30,2011is composed of the foilowingdebts:

Outstanding

1995 serlalbonds, oriSinalissues amount ofS99O,O0O due in annualprincipalinstallmeots ranging

fr;m 515,OOo to S9O,OOO; plus interest due in semiannually installments at rates 6% through luly 1'

2019 s95'000

1995 serial bonds oriSinal issues amount of 53,425,000, due in annual principal installments

ranging from $40,000 io S295,ooo; plus interest due in semiannually installments at rates 6 30%

thr;ugh July 1, 2020 2'150'000

1997 serialbonds, originalissues amount ofs61o,ooo, due in annual principalinstallments ranginE

fro. iio,ooo ,o ioo,-ooo; ptus interest due in semiannually installments at rates 5 86% through

l\tly !,zoz:a 415'000

1999 serial bondt originat issues amount of 5940,000, due in annual principal installments ran8ing

from 53O,OOo to S95,OO0; plus interest due in semiannual installments at variable rates 4-10%

throu8h Juty, 1, 2016 475'000

2OOOserlalbondsissuesamountofS135,OO0,dueinannualprindpalinstallmentsrangingfrom
S5,Ooo to S1o,oo0, plus interest due in semiannualinstaltments atvariable rates 4 30%th'ouBh

!uly7,Z)24. 80'000

2OOO serialbonds, originalissues amount ofS23O,OOO, due in annual principal installments ranging

from 55,000 to $io,Ooo; plus interest due in annual installments at variable rates 129% through

July, 1, 2025.

351316

2,0t1,136

_!_qgqosr

1,755,000

750,000

98,449

j___];89

@E Yar

1,554,@

137,ffi3

52,362

____!?!fg
_!.!919!L

Plyhenaot BaLdat
o.du.doB l@e rl,,20U

(17150001 21rl:}pm

{44,121) 705,879

(93,033) 26L2ja

5 11,912,204) s 240s1,297

General oblieation bonds:

4rlPase
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COMMONWEALTH OF PUERTO RICO

MUNICIPAITY O' VEGA AI-TA

Notes to gasic Fina ncial stateme nts

lune 30,2011

Lt. LONG-TERMDEBT(cont.)

2oo2 serial bonds, oriSinalissues amount ofS5OO,OOO, due in annual principalinstallments rangin8

from S10,OO0 to S5O,00o; ptus interest due in annual installments at variable rates 4-30% through

July, L, 2021.

2OO7{8 serial bondt original issues amount of S38o,o0o, due in annual principal installments

ranging from 965,000 to 5 90,OOO; plus interest due in semiannually installments at variable rates

1.54%through lulY, 1, 2011.

2003 serial bonds, orlginal issues amount of S1,235,oc0, due in annual principal lnstallments

ranging from 52O,OOO to $95,000; plus interest doe in semlannual installments at variable rates

4.50%through July, 1, 2028.

2oo3 operational Bond - serial bond issues amount of 52,585,000 due in annual installments

ranging from S4O,OO0 to S2OO,OOO plus interest due in semiannual installments at !'ariable rates

1.54Yothrough July 1, 2028.

2OO5 Serial Bonds issues amount of 52,115,000, due in annual principal installments ranging from

S255,OOO to $355,000, plus interest due in semiannual installments at variable rates 4-50%

throughJuly 2012.

1995- Public lmprovement Bonds issues amount of S 4,735,000 due in annual installments of

principal ranging from $5O,OOO to S295,000; plus int€rest due in semiannual installments vtsriable

rate from 6.5 % throu8h August 1,2020.

2Oo7 serial bonds, original issues amount of S 1,300,000, due !n annual principal installments

raging from 5 3O,OOO to S 120,OOO; plus interest due in semiannual installments at variable rates

1.54Yo thtough luly 7, 2027 .

2OO7 serialbond, orlSlnal issues amountof S 1,270,000, due in annuat principalinstallments raging

from S 145,000 to 5225,000; plus interest due in semia0nual installments at variable rates 1-54%

through.lulY 1, 2014.

2008 serialbonds, oriSinalissues amount of$ 995,000, due in annual principalinstallments ranging

from S 15,OOO to 5 9O,OOO; plus interest due in semiannually installments at variable rates 154%

through July 1,2032.

2OlOserial bonds with originalissues amount of53,93O,00Gdue in annualinstallments raging

from $15O,OOO to S415,OOO; plus interests due in semiannually installments at rates from 6.0%

through July 1, 2024.

outstanding
Amount

36s,000

90,000

1,060,000

2,145,000

690,000

2,133.000

1,205,000

80s,000

950,000
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CoMMoNwtALrtt ol PUERTo Rlco

MUNICI'ATIIY OF VEGA ALTA

Notes to Basic Financlal Statements
June 30, 2011

11. LONG-IERMDEAT(cont.)

2O1O serialbonds with oriSinalissues amount of52,225,OOO due in annualinstallments ranging

from S85,0OO to S235,OOO; plus interests calculated from 6%through July 1,2024

2oll serial bonds with oriSinal issues amount 0f51,755,00 due in annual installments ranging from

$65,000 to $185,000; plus interests calculated from 6% started in July 1,2011through July 1,2025

Iotal general municipal obligation bonds

Note Eavable to Doral Bank

On November 10,2O1Othe Municipality borrowed 750,000 at 5.25 %fixed interestforthe

acquisition ofequipment and improvements forth€ Accounting Division atthe Munlcipality de

Vega Alta. The collateralfor this Note is a certificate of deposit for the amou1l ol l'377 
'467 

and

mu;t be in the system for 20 yeals. The municipality is required to pay monthly payments 6f

5t4,249.49.

Notes lavabletothe Puerto Rico Treasurv Derartment (Payable to CRIM):

OrWarch fS, ZOoZ, the nesolution Num. 36 Series 2001_2002 was enacted which authorized the

Nlunicipality to obtain up to 5260,780, for a term not exceeding 25 yeats, for the repayment of

bonds issued for the sale of delinquent accounts The repayment agreement bears interest at

variable rates (beginning in 6.22% atJune 30,2004)

On November 28,2OO1the Agency (CRIM), financed the Real Property Digitali2ation 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 Municipaiity of vega Aha amounted to S 663.027, financed

for 10 years at a 5.95% interest rate, payable in semlannual installments.

comoenSated Absenaes
AtJune 30,2011, the liabillty for compensated absences is composed asfollows:

Outstanding

2,140,000

1,755,000

$21,013,000

705,879

219,055

43.178
262,233

Due wlthin
oneyear

Duc aft6r
oneyeaf Total

sick leave
Total 2.O70,18s

24,O51,29''

2.6a2.O6L

$21,3092:t6

S 587,456 s 361,067 $ 948,523

351,160 770,502 1,121,662

s 938,616 s 1,131,569 s 2,070,18s

Total long-term debt (without short term .eclassiflcation)

Short term debt reclassification
Long term debt
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALTTY Of VEGA ALTA

Notes to Basic Financial Statements
lune 30,2011

11. LONG-TERMDEBT(cont.l
The principal and interest maturities for the general obligation bonds of the Municipality ofVega

Alta at June 30,2011are as followsl

operatlon Notel and Bonds

Prln.ip.l lnterest

2072

2013

2014

2015

2016

2477-2027

2a22-)026

2021 203L

2032,2036

1"045,0m

1,135,000

980,000

5,560,000

4,380,000

810,000

165,000

946,s34

871,881

800,057

2,9\L,r17

1059,062

161,083

12,938

224,000

234,OOO

250,000

273,0N

291,@O

1,846,000

775,000

385,000

202,352

274,324

258,564

24t,X5!

212,529

769,855

257,562

25,513

1,330,000 845,635

1"330,000 1,023,666

12,

$16,735,000 s!,631,993 $427Ap,O s2,2s2,060

COMMITMENTS AND CONTINGENCIES

The N,lunlcipality is defendant in varlous legal proceedings pertaining to matters incidental to the
performance of routine governmental operations. Under Act No. 104 of lune 25, 1955, as

amended, persons are authorized to sue the Municipality onlyfor causes of actions set foath in said

Act to a maximum amount of S75,O0O or S150,0O0 if it involves actions for damages to more than
one person or where a sin8le 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 offlcers 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 pendin8 or threatened lltigatlon, the Municipality has reported liabilities of
S82,927 or awarded and anticipated unfavorable judgments as ofJune 30,2010. Thisamountwas
reporred within claims and iudcmeots liabilities in the covernment-wide statement of net assets.

Management believes that the ultimately liability in excess of amounts p.ovlded, lf any, would not
be si8nificant.

The Municipality had several outstanding or planned construction projects as of lune 30, 2011
These projects are evidenced by contractual commitment wth contractors. The construction
projects of the Municipality are commitments of the Capital Projects' funds that amount to
52,196,368.
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CoMMoNwcAlTH oF PuERto Rlco

MUNICIPA'TTY OF VEGA AL'TA

Notes to Basic Financial statements
lune 30,2011

13. PRIORYEAR RECLASIFICATION OF FUNDS BAI.ANCE

The followinB schedule provides management and citizen with information ofhow be8inningfund

balances were reclassified in orderto complywith requirements ofGASB 54

.uNo os6 a of 6/10/2010

r 1474,16 9 l-......._?.!!!4 s !.at!lq ! ,-l,1llM l---l]34jl3

t4. SUBSEqUENTE EVENT

No s ubsequent events were noted at the date of report.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA AITA
Budgetary Comparison Schedule- General Fudd

lune 30, 2011

M!nicipal liense taxes
Ucenses and Permits
Go*rmental R€venue

lnterest, fines and penalues

Municipalsalestaiet

Gene,a gove.nmenl

Sanitation & ENkonmental Convol
C! h! re, Recreation a nd Ed uca tion
Pub rc, Holsingwalfare

Va.iarce
Act{al with

amounB flnal
{Bsdsetaty BudBer-

Budseted AmounB sasld Potltlve
orrsrml .ln.l ___$=!9!!-1I_ o{qative)

s 6210,215 S 5,210,21s s 5,15q754.84 s (!0s0,460.16)
3,000,000 3,000,000 3,767.192 167,392
1,120,0m 1U0,000 667,578 1452,422)
3,s41"643 4368,841 2,147,6A3 $,627J541
531,051 531,051 65J,932 1,20881

3OO,OOO 300,000 2a9,030 (10,970)

1,675000 1,675,@0 1,s54,766 17tO,234)
83d000 ______j31gs_ __-___.L3!1!3:_ 468,13s

5 \1,21L909 $ 18,039,107 s 15,540,271 S 0,498,836)

5 10,353,750
1,263,744
1,599,31s
2,62L,566
1,073,359

12,915,108
L,)63,444
1,611,585
2,621,566
1,089,659

11,860,3s0
971,839

1,236,059
2,033,689

909,117

1,054,758
291,965
375,526
537,4n
180,482

300,195 300195 207,933 92,262

l---.1l,lllf99- S 1e,801 e1l -----)LP!!J-
{1,762,810) s l1\123,n61nevenu e (expe nd im re) 9

Expl.nadon ot Difierenes:

sour@srnflMr or finandal rcsoorc.t:
Actual amounB (budgetary basis) "available ior appropnatio.s'

from ihe budgetary compari5on schedule

oifferences - budset basis to GAAP:

TraBtfere lrom otler tunds are inllows of budgetary resources

but ar€ not revenoesforfinancial report.c pu.poses

Timlng difierence in revenue recoSnition in bldget batltvs actural
in statenents of Rsenues

Total r4enoes as reported on the statement of rewnues, exPendttures

and changs ln tund balances - aovernmental funds

Utes/outtldi of frn.ndal radr@t:
Acrual amounts {budgetary bash)'total charses to appropriallons'

from the budeetary @mparlson sch€dule
oifferenc$ - budget ba3is to GAAPI

Prioryear.eceivable adj!sthe.t
Iratuferouttoseecial proje.tfund (not expendh(re)
T.a.sfert to other f(nds a€ outflows .f budsetary resour.e3

bur are not expenditu.e! forfin6ncialrepo.tlng purposes

R.source! mnndercd expendlturet fo.linancial reponing purposet

buta.e noterpendltures for budgetarY purposes

Encunbdnces of pdo.yearconsldered as expendltlr4thlsyear
fnc.mbran.etrecorded a5 cu.rent year expendhures lor Budgetr b.si

Total qpeditures a3 reported onthe statement of Mnues,expendinl
.nd changes infund balan.$ - governmental funds

34,034

s 15,540,271

5,327

1,70&889

s r7,2s4487

9 77,269,041

12,736.992)

(467,s19)

330,987
7L5,774

(191,5971

3 74,979,704

The accompanying notes to the basic fin ancial statements are an integral part ofthis schedule.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALTTY OF VEGA ALTA

Notes to Budgetary Comparison Schedule- General Fund

lune 30,2011

1. STEWARDSHIP, COMPLIANCE AND ACCOUNTAEILITY

A. Budaetarv Control

The Municipality's annualbudget is prepared on the budgetary basis ofaccounting, which is not

in accordance with GMP, and represents departmental appropriations recommended by the

Mayor and approved by the Municipal Legistature prior to the beginning of the fiscal _year.

Amendments to the budget require the approval of the Municipal Legislature. T.ansfers of

appropriations within the budget, known as Nlayor's Resolutions, do not require the approval of

the Municipal Legislature.

The Municipaliiy prepares its annual budget including the operations ofthe generalfund.

For budgetary purposes, encumbrance accountinB is used. The enaumbrances (i.e., purahase

orders, contracts) are considered expenditures when incurred. For GAAP reporting purposes,

encumbrances outstanding at Vear-end are reported as reseNations offund balances and do not

constitute expenditures or liabilities because the commitments will be honored during the

subsequentyear.

The unencumbered balance of any appropriation at the end of the fiscalyear will lap5e at the

end of such fiscal year. Other appropriations, mainly capital project appropriations, are

continuing accounts forwhich the Municipal Legislature has authorized that an unspent balance

from th€ prioryear be carried forward and made available for current spe.din8.

The budgeted deficiency ofS1,762,810 considered the utilization of prio r yea rs' surplus.
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COMMONWEALTH OF PUERTO RICO

MUNTCIPAIITY OF VEGA ALTA

schedule of Expenditures of Federal Awards

For the Year ended lune 30, 2011

PAS} TEDERAL

TEOERAL GRANTOR / PASS THROUGH GRANIOR THROUGH CFDA

e89!BAM-IIM lApE NUMBER ExPtNDlruREs

US DEPARTMENIOT HOUSINGAND URBAN OEVETOPMENT

s;ction 8 Housingvoucher (HV) 14871 S 4-14'376

aupportive HousingPro6ram (sHP) 14-23s 71-2ta

Pass-through:
PR OfJEe of MuniciPol Alfoirs

Community Development Block Grants(CDsG)

(state'A;ministered Small Cities Prosram) 14228 Lsaz'Oz7

community Development glock Gra nts(cDBG)

(state-Administered Small Cities Program)

iR€coveryAct Funded) 14 2ss 94'97s
-- L677,OOZ

PR Hedlth Deportment

Homeless Prevefltion RaPld Re-housing Program (HPRP) S09 MY_72_002

(RecoveryAct Funded) 14257 - 83'194

;mergencr Shelter Grant Pro8ram (ESG) so6 &$9 DC/20001 14 231 24'586

MunicipolitY ol son luon
H;us;ng opportunities for personswith AlDs (HOPWA) 14241 62'649

subtotalus o€partment of Housing a nd Urban Development 2'393'025

US DEPARTMENTO' HUMAN AND HEALTTI SERVICES

Pdss- through PR Heolth Deportnent:

co mm unity services Block Grant (csBG) G-o8B1PRcosR e3s59 

- 
--3199q

Subtotalus D€partment Of H umat and Health Services 35'000

US DEPARTMENI OF ENERGY

Enersy Efficiencl and conservatlon Block Grant(EEcBG)

(Re;overy Act Funded) 81128 -- lq:!e
subtotalus Department ofEnergy 50'582

US DE?ARTMENT OT IUSTICE

Poss- thtough PR Depattment oJ Justice:

Eduard BYrne J ustice Assistance Grant (EB]aG) 209_su_uFvA{1

(RecoveryAct Fundedi 16'803 159'820

SubtotalUs oepartment of lustlce

TOTAL FEDERAL FINANCIAL A5S ISTANCE 5 \5'A'427
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Schedule of Expenditures of FederalAwards

For the year ended June 30, 2011

1. GENERAL

The accompanyin8 Schedule of Expendltures of Federal Awards presents balance

expended of all federal FinancialAssistance Programs of the Municipality ofVega AIta,

Puerto Rico. The reporting entity is defined in Note 1to the general_purpose financial

statements,

2. RELATIONSHIP TO FEDEML FINANCIAL REPORTS

Federal financial assistance revenues and expenditures are reported ln the Municipality's

general-purpose financial statements as other Sovernmental funds and capital project

fund.

3, FEDERAI. CFDA NUMBER

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

name, review of Srant contract information and the Office of Management and Bud8et's

Catalog of Federal Domestic Assista nce.

4. BASIS OF PRESENTATION

The expenditures of the schedule are included In the Municipalitys basic financial

statements. The reconciliation of expenditures in the basis financial statements to the

Schedule of Expenditures ofFedeaalAwards ls as follows:

Federal expe ndituaes per basic fi nancia I statements

lncluded within:

Non fede.a I expe nd itu res included withln other Sovernmentalfunds S 2,786,864

ExpendituresperscheduleofExpendituresofFederalAwards 2.628.421

Tota I expend itu res with other governmental funds SL425291
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Marieli Vargas GonzAlez
Certif ied Public Accountanthf P Ff,7) {5}Gr0" F (744 261-(633 E eErgaspa@liyr-om

INDEPENDENT AUDITOR'5 REPORI ON INTERNAL CONTROL OVER FINANCIAL

REPORTING ANOON COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATE I!1E NTS PERfORMED IN ACCORDANCE

WITH GOVERNM ENT AUOITING STANDARDS

To the Honorable Mayor and

the [4 un icipa I Assembly
Muoicipality of Vega Alte

Vega Alta, Puerto Rico

I have audited the Ilnancialstatements ofthe governmental activities/ each majorfund, and the
aggregate remaining fund information of the lMunic,palhy of Vega Alta as of and for the year

ended June 30, 2011, which collectively comprise the Municipality of Vega Alta, basic financial
statements and have issued my report thereon dated December 15, 2011- | conducted my audit
io accordance with auditing standards generally accepted in the L,nited States of America and

the standards applicable to financialaudits contained in Government Auditing Standards, issued
by the Comptroller Generalofthe United States.

lnternal Control Over Financial Reoortine

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

inteanal control over financial reporting as a basis for designing my auditin8 procedures for the
purpose of expressinB my opanions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Municipality ofVega Alta internal control over
financial reporting. Accordingly, I do not express an opinion on the effediveness of the
Municipality ofVega Alta internal co ntrol over fin ancial reporting.

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

described in the preceding paragraph and would not necessarily identifo all deficiencies in
internal conirol over finan.ial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, lidentified certain deficiencies in interoal control
over fina ncia I repo rtinB that lconsider to be significant 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 assigned fundions, to
prevent or detect misstatements on a timely basis. A signiricant deficiency is a control
deficiency, or combination of control deficiencies. that adve.sely affecls the organization's ability
to initiate, authorize, record, procest or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote liketahood that a

s0lPase
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mlsstatement of the orEanization's financial statements that is more than inaonsequential will
not be prevented or detected by the organization,s internal control.

A material weakness is a significant defici€ncy, or combination of significant dericjencies, that
results in more than a remote likelihood that a material misstatement of the financial
statementswillnot be prevented ordetected by the organization,s internalcontrol.

My consideration of the internal control over financial reporting was for the limited purpose
described in the fi6t pa ra8raph of this se.tion and would not necessarily identify all deJiciencies
in the internal control that might be significant deficiencies and, accordin8ly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. I did not identi6/ any deficiencies in internal control that I consider to be a materiai
weakness, asdefine above.

Comoliance and Other Matters

As part of obtalning reasonable assurance about whether the Municipality of Vege Alta financial
statements are free of material misstatement, I performed tests of its compliance with certain
provisions of laws, regulationt 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
Govern ne nt Au d iting Stoh do rds.

This report is intended solely forthe information and use of management, audit committee, the
Municipality l\4anagement, 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.

{*.[,w,k",
Expires December 1, 2012

Toa Baja, Puerto Rlco
December 15,2011

Stamp No.2633778 ofpuerto RicoSociety ofCerti|ed pubLtc

Account.ntswas affixed to the record copy ofthis reporr.

s-r1lrg;

ed.
.oY,"t
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PUERTO RICO
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Marieli Vargas Gonzilez
Certified Public Accourtanthq- P (184 45+(nrr' r [,r4 ?6r-66,33 E ,lrrngaiq,s@lift-roe

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH

REOUIREMENTS APPLICABLI IO EACH MAIOR PROGRAM

AN D ON INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayorand
the Municipa I Assembly

Municipality of Vega Alta

Vega Alta, Puerto Rico

Compliance

I have audited the compliance of the Municipality of vega Alta, Puerto Rico, with the types of
compliance requirements described in the U- S. office of Management and Budget (OMB)

Circutor A-733 compliance Supplement lhal arc applicable to each of its major federal programs

for the year ended June 30, 201.1. The MunicipalitY of Vega Alta's major federal programs are

identified in the summary of audito/s results section of the accompanying schedule offindings

and questioned costs. Compl;ance with the requirements of laws, regulations, contracts, and

grants applicable to each of its majo r fede ral programs is the responsibility ofthe Municipality of
VeBa Alta's management. My responsibility is to exp.ess an opinion on Municipality ofVega Alta

compliance based on my audit.

lconducted my audit ofcompliance in accordance with auditing standards generally accepted in

the United States of America; the standards applicable to financial audits contained in

Government Auditing Stondords, issued by the Comptroller General of the United states; and

OMB Circular A-133, Audits of Stotes, Locol Governments, dnd Non-Profit Orgonizdtors. 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 majoa federal program

occurred. An audit includes examining, on a test basis, evidence about the Municipality of Vega

AIta compliance with those requirements and performing Such other procedures as I considered

necessary in the ckcumstances. I believe that my audit provides a reasonable basis for my

opinion. My audit does not provide a lega I determinatio n of MunicipalitY ofVega Alta compliance

with those requirements.

As descrlbed in item conditions 11-1 and 11-2 in the accompanying schedule of findings and
questioned costs, Municipality of Vega Alta, did not comply with requirements Housing

Rehabilitation and Depository Agreement, respectively, which are applicable to CDBG and

Housing Voucher proBrams. Compliance with such requirements is necessary, in my opinion, for
of Municipality of Vega Alta, to comply with the requirements applicable to that program.

ln my opinion, except for the nonconpliance described in the preceding paragraph, Municipality
of Municipality ofVega 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 June 30,

2017.
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lnternal Control Over Comoliance

The management of the Municipality ofVega Alta is responsible for establishing and maintaining

effective internalcontrolovercompliance with the requirements oflaws, regulations, contrads,

and grants applicable to federal proSrams. ln planning and performing my audit, lconsidered
the IMunicipality ofVega Alta's internalcontrolover compliance with the requ irements that cotrld

have a dlrect and material effect on a major federal program in order to determine my auditing

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. AccordinBly, I do

not express an opinion on the effectlveness of the Municjpality 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 identify all deficiencies in the entiny's

ioternal controlthat might be significant deficiencies or materialweaknesses as deflned below

However, as discussed below, I identifled certain deficiencles in inte rna I control over com plia nce

that lconsiderto be significant deficiencies.

A cokttol deficiency in an enti!/s internal control over compliance exists when the desiSn or
operation of a control does not allow manaSement or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deJiciency is a

control deflciency, or combination of control deficiencies, that adversely affects the entity's
ability to adminjster a federal proBram such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than

inconsequentialwill not be prevented or detected bythe entity's internal control. I consider the
deficiencies in internal control over compliance descrlbed in the accompanying Schedule of
findings and questioned costs as items conditions 11-1, and 11-2 to be significant deficiencies.

A moteiol weokness is a significant deficiency, or combination of slgniflcant deflciencies, that

results in more than a .emote likelihood that materialnoncompliance with a type ofcompliance
requirement of a federal program will not be prevented or detected by the entitys internal

control.

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

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

intended to be and should not be herthan these specified parties.

Toa Baja, Puerto Rico

December 15, 2011

. I. V Ar
VI"il{. A'{'*.h

cPA L4arieli Vargas Eonz6l
License # 5922
Expires oecember 1, 2012

Stamp No.2633779 ofPuerto Rico

Accountants was affixed to the record
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COMMONWEALTH OI PUERTO RICO

MUNICIPATITY OF VEGA ATTA
Schedule of Findings and euestioned Costs

For the Year Ended June 30, 2011

Section l-summaryof Auditor's Results

Financial Statements

Type ofaudito/s repon issuedl

lnterna I Contro I over fina ncia I reportinB:
Mate.ial weakness (es) identifi ed?

Significant Deficlency iies) identified not
considered to be material wea kness?

Noncompliance material to fi nancial
Statements noted?

Unqualified Opinion

Yes

Yes

Qualified Opinion

Yes x No

No-r-

No--r-

No---l-

- lederalAwards

lnternal Contaol over mayor programs:

M ate ria I weakness (es) identified?

Significant Deficiency (ies) identified not
considered to be mate ria I wea kness?

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

Any auditlindings disclosed thatare requhed
to be reported in accordance with sectlon 510 (a)
of CircularA'133?

ldentification of N4ajor Programs:

No__L

Yes___L No.

CFDA Number Federal Prosram Name
81.128 En ergy Effici€ncy and ConseNation ElockGrant (RecoveryAct Fund€d)
14.257 Homelessness Prevention and Rapid Re-Housing program {R€cov€ryAct fonded)
14.255 Community Development Block Grants (RecoveryAct Funded)

(State-Administered Small Citles Program)
14.228 Community Development Block Grants (State-Admlntstered SmallCities program)
14.811 Section 8 Housing ChoiceVouchers
15,803 Edward Byrne Justlce Assistance Grant (Recovery Act Funded)

Dollarthreshold used to distinBuish
Between type A and B programs: S 300,000

Audited qualified as low-risk audit yes x No
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2011

Section ll. FederalAwards Flndings and Questioned Costs

COMMUNITY DEVELOPMENT BLOCK GRANTS {STATE.ADMINISTEREO SMATI CIIIES PROGRAM].CFDA 14.228

FINDING NUI\4BER 11-1

N, Specidl Test ond Provlsion- Rehobilitotion

condhlon
The followinS deficiencies were noted in a test of housing rehabilitation from a sample of 15 files
selected:

. The applications were filled incompletely and witho!t their required signatures. 2/15

. The inspectlons were filled lncompletely and without their required signatures. 3/15

Criteria
Code ol Federal Regulotion 24 5570,506 slates each recipient shall establ:sh and maintain sufficient
records to enable the Secretary to determlne whether the recipient has met the requirements of this
part.

Cause

Th€ FederalProgram Omce hasn't established internalcontrols tofollow procedures necessaryto obtain
sufficient information and properly document the assistance offered under Housing Rehabilitation
ProBram.

Effect
The FederalProgram Office beneficiary files lack ofdocumentation necessary for a reliable record ofthe
assistance program-

Recommendation
The Federal Program Office should establish internal controls that increase supervision olthe personnel
and follow the program Guidelines.

Questioned cost
None

Auditee Response

The Director of the Office of Federal Program immediately established the internats control that will
increase supervislon of the personal and follow the program gujdelines. We adopted a checklist that
includes all the related documents and inspections and it will be reviewed for completeness by the
Director.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIry OF VEGA ALTA
Schedule of Findings and Questioned Costs

Fo. the Year Ended lune 30, 2011

SECTION 8 HOUSING CHOICE VOUCHERS- CFDA 14.871

FINDING NUIVBER 11.2

N. Speciol Test and Provision-Depotitory Agrcements

Condition
Allthe program's bank accounts where funds are deposited are not in interest bearing accounts,

Criteria
Code of Federol Regulotion 24 6982.156 (c) states the PHA must enter into an agreement with the
depositary in the form required by HUD".

Cade ol Federol Regulotion 24 e982.153 states 'The PHA nust comply with the consolidated ACC, the
opplicotion, HUD regulotions ond othet requirements, ond the PHA administrative plon"

Cause

The PHA has not signed a depository ag.eement with the financial institution where has its bank
accounts,
Effed
The PHA is not in compliance with the depository agreement ln accordance with HUD requkements and
regLrlations.

Recommendation
Complete the form HUD-51999 {0lrrB No. 2577'0270}with the depository institutlon.

Questioned cost
None

Auditee Response

The Finance Director completed the {orm HUD-51999 (OMB No. 2577-0270) and sends it to the
Depository lnstitution to be completed by the responsible officer.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

schedule of Prior Year Findings and Questioned Costs

For the Year Ended June 30, 2011

PRIORYEAR FINDING 1G1

PROGMM/ CFDA - Homelessness Preventlon And Rapid

Re-housing Pro8ram {Recovery Act Funded)- 14.257

condition
From the review of4 cases we observed lack ofverification to confirm the trueness ofinformation in the

employm ent terminatio n letter paesented by the participants (income verification) Also,lobserved that
the prog.am staff does not associate the dates between the unemployment beneflt application and the
em ployment terminatio n letter.

Criteria
HPRP Eligibility Deterrninotion and Documentotion Guide, pott V Documentation, Poge I,
Documentotion stordords states "Grantees and subgrantees are responsible for verifying and

documenting the eligibillty of all HPRP applicants prior to providing HPRP assistance. They are also

responsible for maintaining this documentation in the HPRP parti.ipant case file once approved for
assistance. Grantees with insufficient case file documentation may be found out of compliance with
HPRP proSram regulations during a HiJO monitorin8. lt is import6nt for grantees to develop policies

and procedures to ensure appropriate documentation is obtained and included in HPRP participants'

files."

Effect
The Municipality may mistakenlygive assistance tothosewho didn'tqualiry under HPRP Program.

Recommendation
The lMunicipality should follow the HPRP'S Gujdelines, establish effective internal control of eligibility
process and increase the staff su pervisio n.

Questioned Cost
None

Finding status
The finding is corrected.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of PriorYear Findings and Questioned Costs

Forthe Year Ended June 30,2011

PRIOR YEAR FINDING 1O.2

PROGRAM/ CFDA - Community Development Block Grants
(State-Administered Small Cities Program)' 14.228

Condition
Out ofthe selected samples for the housinB rehabilitation, the following deficiencies were noted:

. The applications were filled incompletely and withoutthe appropriate signatures

. The rehabilitation agreements did n't have signatures

. The preliminary inspections don'tcoincide with the information on file

. The final inspections were not carried out

Criteria
codeolFedelolRegulation24SsTo'So6stateseachrecipientshatlestablishandmaintainsufficient
record; to enable the secretary to determine whether the recipient has met the requirements of this

part.

Effect
The Federal Program office beneficiary flles lack documentation necessary for a reliable re'ord of the

assistance program to be trustworthy.

Recommendation
TheFederalProgramofficeshouldestablishinternatcontrolthatincreasesupervisionofthepersonnel
and follow the pro8ram Guidelines.

Questioned Cost

FindinB Status
The finding is partially corrected.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGAALTA

Schedule of Prior Year Findings and Questioned Costs

For the Year Ended June 30, 2011

PRIOR YEAR FINDING 1O-3

PRoGRAM/ CFDA- Section I Housing Choice vouchers- 14.871

Condition
Two ofseven tenant files {29%) reviewed have lnconctusive initialinspections. Tenants were required to

connect the utility seNices in the property, however I observed that PHA didn't Save a follow up ofthe

seNice connection within 24 hours; neithera proper communication to tenants was made.ln one ofthe
cases the family did an illegal and dangerous connection ofthe utility service.

Criteria
code ol Federol Regulotion 24 5982.401 (o) /3,1 states "All program housing must meet the Hqs

performance requirements both at commencement of assisted occupancy, and throughout the assisted

tenancy", including illumination and electricity and water supply requlrement.

Code ol Fedetol Regulation 24 5982.404 (b) (2) stales "lf an HQS breach caused by the family is life

threatening, the famity must correct the defect withln no more than 24 hours. For other family-caused

defects, the family must correct the defectwithin no more than 30 calendardays (or any PHA-approved

extension).'/

Effect
The properties are not complying with Housing Quality Standards that are required by law. Also, as a

result of not having the essential p!blic services to live, tenants will engage ln illegal trensactions that

will endanger their lives and ofthose nearby residents

Recommendation
The PHA inspector must follow up with dwelling deficiencles and ensured they are up to houslng Quality

standards and be corrected within the allotted time.

Questioned Cost

None

Findlng Status
The finding is corrected.
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