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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and Members

of the Municipal Legislature

Municipality of Vega Alta

Vega Alta, Puerto Rico

I have audited the accompanying flnancial statements of the Sovernmental activaties, each

major fund, and the aggregate remaining fund information of the Municipality of vega Alta of
the Commonweatth of Puerto Rico (the "Municipallty"), as of and for the year ended lune 30,

2012, which coltectively comprise the Municipality's basic financial statements as listed in the

accompanying table of contents- These financial statements are the responsibility of the

l\,4unicipality's management. My responsibility is to express an opinion on these financial

statements based on mY audit.

tconducted my audit in accordance with auditing standards generally accepted in the united

states of America and the standards applicable to financial audits contained in the 6overnment

Auditing Standards, issued by the Comptroller General of the united States- Those standards

require that lplan 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 finanaial

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

estimates made by management, as well as evaluating the overall financial stalement

presentation. I believe that my audit provide a reasonable basis for my opinion

ln my opinion, the financial statement5 referred to above present fairly, in all material respects,

the financial position of the governmental activitles, each maior f!nd, and the aggregate

remaining fund info.mation of the Municipality of Vega Alta of the Commonwealth of Puerto

Rico, as of lune 30, 2012, and the respective changes in financial position thereot for the year

then ended in conformity with accounting principles generally accepted in the United States of

America.

ln accordance with Government Audit Standards, I have also issued a report dated February 18,

2013 on my consideration of the Government internal control over financial reportinB and my

tests of its compliance with certain provisions of law, regulations, contracts and Srants- The

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

and shoutd be read in coniuction with this reporting in considerlng the results of my audit.

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

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

awards is presented for purpose of additional analysis as requlred bY US Office of Management

and Budget Circular A 133, Audit of States, Local Governments, and Non Profit Organizations,

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

I Cond Cmtur G.!d€6 Apr &r2. Iu 8aF. PR 00qr9



Such information has been subiected 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 financialstatements taken as a whole'

The accompanYinB Management's Discussion and Analysis and the Budgetary Comparson

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

information required by the GASB I have applied certain limited procedures, which 
'onsisted

principally of inquiries of management reBarding the methods of measurement and

presentation of the required supplementary information. However, I did not audit the

information and express no opinion on it

Tod Baja, Puefto Rico

February 18,2013

.-|r,ruh,-, M",
tPA M anelrvcrga {Fon-alez
License f 5922

Expires oecember 1, 2o15

Sramp No.2669119 of Puerto Rlco SocletY ofCertified Publlc

Accountants was affixed to the record copv ofthis report.
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2012

Management of the Municipality of Vega Alta of the Commonwealth of Puerto Rico (the "MunicipalitY")

provides this Monogement's Discussion ond Anolysis of the Municipality's basic financial statements as

an overview and analysis of the financial activities of lhe MunicipalitY for the fiscal year ended June 30,

2012. We encourage readers to consider the information presented here in conjunction with the

additional information that we have furnished in the accompanying basic financial statements-

Duringfiscalyearendedlune30,2004,theMuni€ipalityimplementedthenewrequiredfinancial
reporting standards established bY statement No. 34' Bosic Finonciol stotements ond Monogement's

Discussion ond Anolysis for Stote ond Locol Govemments, issued by the Governmental AccountinB

StandardsBoard(commonlyknownas"GASB34"l.Accordingtothisstatement,significantrequired
changes in content and structure have been made in the accompanyinS Municipality's basic financial

statements as of and for the fiscal year ended June 30, 2012, which make the accompanying basic

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

issLred in prior years. However, in future years, comparisons will be more meaningful and will go further

in explaining the Municipality's financial position and results of operations'

This Management,s Discussion and Analysis (MD&A) is prepared as a resu|t of the requirements of GAsB

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

a) Assist the reader in focusing on significant financial issues,

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

c) ldentify changes in the Municipality's financial position (its ability to address the next and

subsequent year challenges),

d) ldentify any material deviaiions from the financial plan (the approved budget), and

e) ldentify individualfund issues or concerns.

Since the MD&A is desi8ned to focus on the current year activities, resulting changes and currently

known facts, please read it in conjunction with the accompanying basic financialstatements

EINANCIAL HIGHLIGHTS

The Municipality's has reported assets and net assets amounting to 579,960,461 and 551,626,959

respectively, in the accompanying statement of net assets, of which the most si8nificant assets are

capital assets amounting to 549,093,075 (61 percent of total Municipality's assets)'

The Municipality has reported total liabilities amounting to 528,333,508 in lhe accompanYrng

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

accrued liabilities 151,331,422), (2) bonds pavable (S19,459,000) and (3) interSovernmental

152,120,694). These liabilities account for 81 percent of the Municlpality's total liabilities at lune 30,

201)-

The Municipality has reported total revenues amounting to 519,667,106 in the accompanyrng

statement of activities, of which: (1) municipal license tax (53,028,254), (2) restricted capital and

operating grants (52,071,318), (3) property taxes {57,644,541) and (4) intergovernmental

contributions \56,542,182) were the rnost significant revenues amounting to 519,286,295 (98

percent of total revenues).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

lune 30,2012

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

amounting to 51,348,786 in the accompanying statement of activities.

The Municipality's governmental funds reported comblned ending fund balances of 522,832,254 of
which 516,174,266 represent the fund balances of the general fund, "Mantenimiento de Obras

Municipales y Otras Necesidades" and the debt service fund combined, 52,225,000 Loan and

53,930,000 Loan Uointly known as the Municipality's major funds)

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

52,67O,473

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

amounling to S1,630,933 in the governmentalfunds.

USIN6 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 foclls is on both the Municipality as a whole (government wide)

and the major individual funds. Both perspectives (Sovernment wide and maior fund) allow the user to

address relevant questions, broaden a basis for comparison (year to year or government to government)

and enhancethe Municipality'saccountability

OVERVIEW OF THE BASIC FINANCIAI, STATEMENTS

The Municipality's financial statements Include three components: (1) the government wide financial

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

known a5 the basic financial statements). Thi5 report also contains additional required supplementary

information (buclgetary schedule) in addltion to the basc financial statements themselves. These

components are described below:

Government-Wide Financial Statements

Ifie government-wide linonciol stotements arc designed 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

statemenls provide short-term and long'term information about the Municipality's financial position,

which assist the Municipality's management to determine the economic condition at the end of the

fiscalyear. These financialstatements are prepared using the flow of economic resources measurement

focus and the accrual basis of accounting. This basically means 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, 2012 even if cash involved have not been

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

and (2) the statement of activities.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2012

statement of Net Assets

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

between these two items reported as "net assets" (equity). Over time, ancreases or decreases in the net

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

improving or deterioratinS.

Statement oI Activities

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

during the fiscal year ended lune 30, 2012. All changes in net assets are reported as soon as the

underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,

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 unused vacation leave) This statement

also presents a comparison between direct expenses and program revenues for each function of the

Municipality.

Eoth of the abovementioned finan€ial statements present all the Sovernmental aclivities of the

Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal grants).

Most services provided by the Municipality fall into this cateEory, including culture and education,

generalgovernment, health and sanitation, public safety, public housing and welfare, etc.

Fund Financial Statements

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

fund!. These financial Statements report the financial position and results of operations of the

Municipality's governmental funds.

A fund is a grouping of related accounts that is used to maintain control over resources that have been

segregated for specific actlvities or obiectives. The Municipality, like most other state and local

governments, uses fund accounting to ensure and demonstrate compliance with finance_related legal

requirements. Each fund is considered an independent fiscal entity accounted for within a set of self

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

accolrnting segregates funds according to their intended purpose and is used to aid management in

demonstrating compliance w;th legal, financial and contractual provisions.

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

repofting the Municipality's operations in more detail than the Sovernment wide financial statemenir

For financial reporting purposes, the Municipality class,fies its funds within the following fund

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

funds (collectively known as the "governmentalfunds").

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

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

sl



COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2012

a€tivities in the governmental-wide financial statements. However, unlike the government-wide

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

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

ofthefiscalyear(June30,2012). This approach is known as using the flow of current financial resources

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

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

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

the Municipatty's near term financing reqLlirements.

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

statements, it is usefulto compare the fund anformation presented for governmental funds with similar

information presented for governmental activities in the governrnent wide financial statements. By

doing so, readers may better understand the long_term impact of the Municipality's nearterm finan.ial

decisions.

For financial reporting purposes the MunicipalitY has five major iunds: (1)the general fund, (2)the debt

service fund and (3)"Mantenimiento de Obras Municipales y Otras Necesidades",52,225,000 Loan and

S3,930,0o0 Loan.

Notes to the Basic Financial Statements

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

understanding of the data provided in the Sovernment'wide and the fund financial statements. The

notes to the basic financial statements can be found immediately following the basic finan.ial

statements,

Required Supplementary lnlormation

The basic financial statements are followed by a

consisting of a budgetary comparison between actual

final amended budget for the generalfund

section of required supplementary information
operating results with the original budget and the

INFRASTRUCTURE ASSETS

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

underground pipes {unless associated with a utilityl, etc.) have not been reported nor depreciated in

governmental financial statemenls. GAsg 34 requires that these assets be valued and reported within

the governmental column of the Government Wide Financial Statements. Additionally, the governmenl

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

of asset manaEement designed to maintain the service delivery potential to near perpetuity. lf the

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

everV third year), by category, measures and demonstrates its maintenance of locaily established levels

of service standards, the government may record its cost of maintenance in lieu of depreciation The
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30, 2012

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

should assist financial statement users in evaluating a local Sovernment and its performance over time.

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

Also the Municipality elected to depreciate infrastructure assets instead of usin8 the modified approach.

FINANCIAL ANALYSIS OF THE MUNICIPAI-ITY AS A WHOLE

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's financial
position- ln the case of the Municipality, net assets (excess of assets over liabilities) amounted to

S51,526,959 at lune 30, 2012.

The largest portions of the Municipality's net assets are invested in capital assets net of their related

debt which amount to 529,136,717. The Municipality's net assets are also composed of net assets

amounting to 519,820,429 that are restricted for (1) future debt service payments, (2) the future

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

assets are reported net ofan unrestricted netasset of52,670,413.

The portion ofthe Municipality's net assets invested in capital assets such as land, buildings, equipment,

etc., less any outstanding related debt used to acquire those assets, are used by the MunicjpalitY to
provide seruices to its citizens. Consequently, these assets are not available for future spendinS.

AlthouBh the Municipality's investment in its capitalassets 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 asseis themselves cannot be used to liquidate these liabilities.

The following is a condensed presentation of the MunicipalitY's financial position, as reported in the
government wide financial statements:

Cond€n5ed Statement of NetAssets:

Cu(entandotherassets
Noncurrent and otherassets

LonS term I abilit es outstandlng

Other liabilities

nvested in capital assets, ne! of related debt

s 8,0344ss

11,926,012

19,9@,461

19,688,522

4,644,946

28,333,508

29,1,36,1,17

D,424,429

2,614,413

5 51,626,959
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2012

Changes in Net Assets

The Municipality's net assets increased during the year. Approximately 29 percent of the Municipality's

total revenues came from intergovernmental contributions, while 23 percent resulted from other

municipal taxes and 34 percent from property taxes The Municipality's expenses cover a range of

services. The larSest expenses were for general government (66 percent), hiShway and urban

development (4 percent), public safety (7 percent)and health and sanitation (9 percent)

The following is a condensed presentation of the Municipality's results of operations, as reported in the

government wide financial statements:

condensed Statement of Activities:

Revenues:

Program revenueS:

Operating grants and contributions

Capital grants and contributions

General revenues:

Property taxes

Municipal license taxes

Municipal sales taxes

Licenses and permits

lntergovernmental contributions

Other
Total revenues

Generalgovernment

Urban and economic develoPment

Public safety

Health and sanitation

Culture, recreation and education

Public housing and welfare

lnterest

Totalexpenses

Net increase in net assets

Net assets at beginning of Year

Net assets - at end ofyear

21,305,241

S 2,071,318

915,603

7,644,547

3,028,254

1,61&062

633,941

6,545,182

197,720

22,654,027

14,119,723

462,2L1

1,511,633

2,O17,916

526,716

1,402,420

858,562

L,348,7l%

50,218,173

8l
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management'5 Discussion and Analysis

June 30,2012

FINANCIAI ANALYSIS OF THE MUNICIPALIW'S 6OVERNMENTAI TUNDS

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

finance-related legal requirements

Governmental Funds Thefocusofthe Municipality'sgovernmentalf'|nds isto provide information on

iJur-t"r. i*fo*r, outflows, and balance of expendable resources' such informalion is useful in

arr*r,"gif,",r"i,p"litY'sfinancingrequirements ln particular' u'ossigned fund bolonce may ser'te as

" 
,r"irr"a""rrr" or 

" 
covernment,s net resources available for spendinS at the end of fiscal year.

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

of governmental funds:

Condensed Balance Sheet _ Governmental funds:

Total Assets - Major Funds

Total Assets _ Nonmajor Funds

Total assets

Total Liabilities - Maior Funds

Total Liabilities Nonmajor Funds

Totalliabilities

Fund Balances Major Funds

Fund Balances - Nonmaior Funds

Total net aSsets

523,817,9u
7,M5,779

30,863,763

7,M3,718

941,791

Major Funds

Nonmajor Fu nds

76,774,266

6,057,988

22,A32,254

19,916,286

4,752,186

24,128,472

20,667,469

5,091,536

8,031,509

25,759,4(E

(691,s83)

(939,350)

s (1,630,933i

el

Condensed Statement of Operations _ Governmental funds:

Tola Revenues

Total Revenues _

Totalrevenues

Total expenditures Major Funds

Total expenditures - Nonmajor Funds

TotalexPenditures

Revenues Over ExPenses Major

Revenues Over ExPen5es _ Nonmajor

Total net assets



COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY O' VEGA ATTA

Management's Discussion and Analysis

June 30,2012

GENERAT FUND BUDGETARY HIGHLIGHTS

The Municipality revised the Municipality's budget in order to include

expenditures amounting to 52,556,461,, slnce the law mandates using the

accumulated in the financial statements.

increases in budgeted
beginning fund balances

The accompanying Budgetary Comparison Schedule shows a total negative variance between budgeted

revenues and actual revenue results of 52,579,594, which was mainly caused by a reduction of

governmental revenues.

CAPITAI, ASSETS ANO DEBT ADMINISTRATION

CapitalAssets

The accompanyinB statement of net assets reported total 8.oss capital assets, at cost, amounting to

597,694,989 of which 535,696,881 represents infrastructure assets at lune 30, 2012. The related

accumulated depreciation and amortization of capital assets amounted to 548,601,914 of which

525,54A312 is related to infrastructure assets at .lune 30, 2012- This investment in capital assets

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

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

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

similar items-

Actual costs incuraed to purchase or construct capital assets were 54,149,531 for the year ended lune

30, 2012. Depreciation and amortization cha,Ees for the year totaled S3,589,400.

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

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

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

Debt Administration

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

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

credit and taxing power of each municipality may be pledged

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

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

capacity". Act No.64 provides that a municipalitY has sufficient "payment capacity" to incur additional

general obligation debt if the deposits in such municipality's Redemption fund and the annual amounts

collected with respect to such municipality's Special Additional Tax, as projected by the Government

Development Bank for Puerto Rico, will be sufficient to service to maturity the Municipality's

outstanding general obligation debt and the additional proposed general obligation debt ("Payment

Capacity").

10 I



COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA AtTA
Management's Discussion and Analysis

lune 30,2012

The Municipality is required under applicable laws and regulations to levy the special AdditionaiTax in

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

ln addition, principal of and interest on al| general obligation municipal bonds and notes and on all

municipal notes issued in anticipaiion of lhe issuance of Seneral obliEation bonds issued by the

Municipality constitute a first lien on the Municipality's Basic Tax revenLles Accordingly, the

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

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

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

to cover such debt service, It has never been necessary to apply Basic Taxes to pay debt service on

generalobligation debt of the Municipality

ECONOMIC FACTORS AND NEXT BUOGETS AND RATES

The Municipality relies primarily on property and municipal license taxes, a5 well as, federal and state

grantstocarryoutthegovernmentalactivities,Historically,propertyandmunicipallicensetaxeshave
beenvery predictable with increases not generally exceeding ten percent' Federal grant revenues may

vary if new grants are availabte but the revenue is also very predictable'

Those factors were considered when preparing the Municipality's budget for the 2011 2012 fiscal years.

There were no significant changes between the budget for fiscalyear 2011-2012 and the one for fis.al

year 2010 2011.

TINANCIAt CONTACT

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

investors and creditors) with a general oveNiew of the Municipalitv's finances and demonstrate the

Municipality,s, accountability, lf you have any question5 about the report or need additional finan.ial

information, contact the Municipality's Director of Finance, Mr. Dami6n Pab6n, at P O' Box 1390, Vega

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

MUNICIPALITY OF VEGA ALTA

Statement of Net Asset

June 30,2012

ASSm

cash and.rsh cqlivrre.a lnot€s rgand r)
Re.e vab es. ner ora owan.erordoubtfula..ounts lnote 1rr):

Propertytares lnotes)
sales iares (note4 b)

Municipai ll.entetar€s (note4 a)

Totallaxe5 receivable

rni€rsovernn€ntal (nole th and 7)

T€mporar ly renricted..sh and cJsh.qu v. ents (notes 13and 3)

capita assets, net ola.cumu ared depre.Lation

a^d amortlzar on (not€t 1mand3)

Tota asseB

UABILMEs

A(rou1. pcydb'p'ndotherJ,Lrucdl'dbJ'resro(es lil
rnrersovernmental (nole th and 7)

ocle ed r.vcnoes (nor€s 1n,a a)

ac.ru€d.ompensatedabsen.es,excludinglongterhporlionlnore 1o)

NoresPdyab eDo.al
Notes payable CRIM .ureni Podion

oonds payab e (notes rq and9)

Tota .u(entliabillties

Accruedcohpensated.bsences,exclud ngcurenlporlion{notes1oa.d11)
Bonds and notes p.yable, excludingcurent po(ion (noLe5 tqand 11)

NoiePayable ooral netof cuir€fltportion

Nore Payabl. 1]R M netotcurentport on

Tota noncurenl iabilities

Iot.l iabin es

NETASSEr5{DEFIC[)

rnvested n capitalassdc, netolr€laied debt

Debts€rvic€
Federai and srate assisten.€

Ioia r-anri.tedDetasrets

5 706,116

6,343

294,446

1,007,365

)9,t16,771

tl,9Ata21
79,769,1|)

),1)1'116

3,1t3,AtA

3,034,455

11,926,0t2

! l9f!!.1!z

7,44t,422

2,269,435

53,610
r,564,000

415,571

155,013

19,633,522

24,331,503

rota Lrab rir -os.nd NctAsscB !,I2!!.!q!
Th e acco m panying notes to the basic financialnatements are an integralpartofthlsstatement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Stalement of A.tivities

Year Ended lune 30,2012

Gover.ment.lactiv I es:

Urban Jnd economic develoPmcnt

Sanitation and envnomental control

Culture, recreanon and education

Public housingand welfare

lntereston bonds, 
^ore5, 

caPital

lea!e obliBations rnd long{erm

Total governmental activrties

!4,t19,J21

862,211

7,5t),633

2,Ot),976

526,)76

353,562

1,032,520 (12,r21,60O)

(862,211)

(1,s17,633)

12,at1,976],

(s26,716)

(4r3,622)

1353,552)

5 2t,3A\,247 5 2,071,313 : 113,113,32019r5,603

Propertytaxes (note 5)

Municipal I cens. iax€s {notc 4)

L'.enses3ndpermts

rntercov€rnm€nt.l.ontributions and rerobu6eme.t5

Total general revenues

Netchanee ln nel assets

Olher financia source

Net assets beBin. .goffiscalyear, as re5tated

Net assets'end olns.al year

3.023,254

1.613.062

5,545,r82

66,453

r30,662
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Balance Sheet

Governmental Fun ds

June 30,2012

9r,1rt000 sr,ero,000

5 7, i\r/o 9 r'riq0r3
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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 30,2012
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Municcipio de Vega Alta

Municcipio de Vega AIta
Marieli Vargas Imvargascpa@live.com]
Sent: Nlonday, March 11,2013 3:13 pNl

To: Reymound Vega "t17,u--Cc: damian pabon [dpabon@vegaalta.pr.gov]

Importanc€r High

Page I of 1

Buenas tardes:

SegUn solicitado, le explico de que se compone el saldo de fondo en el Estado de Situaci6n del Municipio de Vega AIta para
el 7/t/17.

El informe de auditoria de 6/30/11 tenia un saldo de fondo de 524,463,187 que se segrega entre los siguientes fondos:
fondo general con 53,959,762, fondo de redenci6n de deuda con 55,350,652, fondo de mantenimiento de obras
municipales con 52,630,678 y otros fondos Eubernamentales con S12,522,095.

Una vez se realiza la prueba para determinar los fondos mayores se determinan dos fondos que deben presentarse en
columnas individuales, empr€stito 53,930 millones y emprestito S2,225 millones. Ademds, como parte de la
implementaci6n del nuevo sistema de contabilidad se reclasifico los dep6sitos y fianzas al fondo general. Estos tres fondos
estaban presentados en la columna de otros fondos Bubernamentales.

Por lo tanto, los balances iniciales quedan como se explica:

Fondo General Emprestito S2,225 Emprestito S3,930
Otros fondos

gubernamentales

53,999,762 5o so 51.2,522,09s 6130/1l

169,811\ 2,215,470 3,823,33s {6,208,616) 7/1/11
2,275,470 3,823,335 6,113,479

Cualquier duda al respecto no dude en comunicarse conmiSo.

Marieli Vargas Go\zale z
Codilied Public Accountant
T (787)459.0107

F (787)261.6633
E mvargascpa@live.com

https://mail.hmc.gobiemo.prlowa./?ae=Item&FlPM.Note&id-RgAAAAD5NsYxRhlgTKtvZqCcW... 3112D013



COMMONWEAITH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Reconciliation of Statement of Revenues, Expenditures

and Changes in Fund Balances Governmental Funds to the Statement of Activities
Year ended June 30, 2012

Amounts reported for goveromental activities in the a.companying statement are different beca!se:

Net change infund balancesas reported in the accompanying state me nt of revenues, expenditures and

chansesiniundbalances sovernmental funds S(163q933)

Governmentalfunds report capitaloutlaysas expenditures. Ho\rever, in th€ accompanyingstatement

of act vitie5, the cost of those assets ls alloc:ted over their estimated useful lives as depreciation

expense. (4,149,s31)

Depreciation expense 3,s93,829

Repaymenr of bond and notes principal ls recorded as expenditures in the govemmental funds, but the

repaymentreduceslong-terrnllabllilie5inthestatementofnetassets. 1,564,000

Expenditu€s reco.ded forgovernment'wide and notforgovernmenta funds 1726,'t51)

Net change in net nssets ar report€d in the accompanyinE statement of activities 5(1,348,786)

16 I

The accompanying notestothe basic flnan.ialstaiements are an rntegralpartofth s statement.



CoMMoNwraLrH of PUERTo Rtco
MUNICIPAIIIY OT VEGA ATTA

Notes to Basic Financial Statements
lune 30,2012

1. GOVERNMENTAI. ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Government BackEround lnformation
The Municipality of Vega Alta of the Commonwealth of Puerto Rico (the "Municipality") is a

local government constituted in 1871 with full legislative, fiscal and administrative powers to
operate as a government. The Municipality assumes responsibility for public safety, health and
sanitation, public housing and welfare, culture and education, urban development and many
other general and administrative duties.

The laws and regulations of the Commonwealth of Puerto Rico (the "Commonwealth") p.ovide
for separation of powers of the exe.utive, legislative and judicial branches of the
Commonwealth's and the Municipalities' governments. The executive power of the
Municipality is exercised by a Mayor, who is elected every four years and is assisted by the
Administrative Cabinet, which is appointed by the I!4ayor The legislative power is exercised bv

the Municipal Legislature, which is also elected every four years. The judiciary power is

exercised by the General Justice Court System of the Commonwealth, which has jurisdiction

over the MuniciPalitY.

B. Financial Reportins €ntitv
The accounting policies and financial reporting practices of the Municipality conform to the
accounting principle5 generally accepted in the United States of America ("GAAP") as applicable
to state and localgovernments.

According to GAAP, the financial reportinS
primary governmenl, which is composed of all

and administrative control of the Mayor and

units.

entity for the Municipality consists ofr (1) the
municipaldepartments and units under the legal

the Municipal Legislature, and (2) all component

ln evaluating how to define the Municipality for financia reporting purposes, the Municipality's

management has addressed all potential entities and organizations that may be considered
component units according to the criteria set forth by Statement No. 14, The Finonciol

Reporting Entity, as amended by statement No .39, Determining Whether Ceftoin Orgonizotions

ore Component Units, both issued by the Governmental Accounting Standards Board.

cAAP defines component units as those entities thatr (1) are legally separate organizations for
which the Municipality's elected officials are financially accountable, and (2) other organizations

for which the nature and significance of their relationship with the Municipality are such that
exclusion of their financial statements from those of the Municipality would cause the
Municipality's basic financial statements to be misleadinS or incomplete. Financial

accountabillty exists if the Municipality appoints a voting majority of the organization's
governing body, and if either one of the following conditons exist: (1) the Municipality can

impose its w ll on the organization or (2) the potential for the organization to provide spec fic
financial benefits to, or impose specific financial burdens on, the Municipality.

11 I
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CoMMoNWEAITH oF PurRTo Rtco
MUNIcIPALIIY oF VEGA ALTA

Notes to Sasic Financial Statements
June 30,2012

Financial Reoortinq Entitvlcont.l
GASB Statement No. 39, which was early adopted by the Municipality on July 1, 2003, amended
the provisions of GASB Statement No. 14 to provlde additional guidance to determine whether
certain organizations for which the Municipality is not financially accountable should be
reported as component units based on the nature and significance of their relationship with the
Municipality. Generally, GASB Statement No. 39 requires reporting, as a discretely presented
component unit, an organization ihat raises and holds economic resources for the direct benefit
of a governmental entity. Such organizations are legally separate, tax-exempt entities that
meet all of the ihree specific criteria that address benefit, entitlement or access, and
significance.

The Municipality's management has concluded that, based on the aforementioned criteria,
there are no legally separate entities or organizations €onsidered component units of the
Municipality according to GAAP as oflune 30, 2012 nor for the year then ended-

New Financial Reportins Model
On July 1, 2003, the Municipality adopted the provisions of Statement No. 34, Bosic Finoncidl
Stotements ond Monogement's Discussion ond Anolysis - lor Stote ond Locol Governments
(commonly known as "GAsB 34"), issued by the Governmental Accounting Standards Board

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

ln addition, the Municipality adopted the following required statements issued by GASB and the
Financial Accounting Standards Board ("FASB"):

GASB Statement No.

GASB Statement No.

31 - Accounting ond Finonciol Reparting for Nonexchonqe

36 - Recipient Reporting for Certoin Shored Nonexchonge

GASB Statement No.37 - Bosic Finonciol Statements - ond Monogement's Discussion

ond Anolysis Jor Stote ond LocolGovernments: Omnibus;

GASB Statement No. 39 - Determining Whether Certoin Orgdnizotions ore Component

GASB lnterpretation No,6 - Recognition and Meosurement of Certoin Liobilities ond
Expenditures in Gorernmentol Fund Finonciol Stote me nts -

GASB Interpretation No.54 - Fund Bolonce Reporting ond Gavernmental Fund Type

Definitions
GASB Statement No.63- Finoncial Reporting of Delerred Outllows oJ Resoutces,

Deferred lnflows oJ Resources, ond Net Positian.

Simultaneously to the adoption of GASB Statement No. 34, the Municipality adopted certain
pronouncements issued by FASB and all of its predecessor bodies, such as the Accounting
Principles Board (APB), for its governmental activities. ln this respect, the Municipality adopted
the pronouncements issued by these entities that were issued on or before November 30,
1989, and that do not conflict with GASB pronouncements.

18 I



coMMoNwEAITH oF PUERTo RIco
MuNtCrparlry oF VEGA ALTA

Notes to Basic Financial Statements
trrfie 30.2012

C. New Financial ReDortins Modelt.onr )
Ac.ordingly, on luly 1, 2003 the Municipality adopted the provjsions of ApB Opinion No. 21,
lnterest on Receivobres ond poyobres, to account for non-interest bearing receivabres and
payables reported in the accompanying basic financialstatements.

The effects of implementing the aforementioned pronouncements have been reported as
changes in accounting principles in the accompanying basic financial statements. Accordingly,
the cumurative effects of such transactions have been reported retroactivery as restatements ot
fund balances at luly 1, 2003.

According to the new financial reporting modei established by GASB 34, as amended, the
minimum required presentation for financial reporting purposes of the Municipality is
composed of the following elements:

1. Management's Discussion and Analysis (,.MO&A,,) _ MD&A is a requjred supplementary
information used to introduce the basic financial statements and provide an analytical
overview of the Municipality's financial activities for the year ended lune 30, 2012 based on
the Municipality's management knowledge of the transactions, events and condations
reflected in the basic financial statements and the fiscal policies that controt the
Municipality's operations.

2. Government,Wide Financial Statements {,,GWFS") - GWFS is a set of financial sratements
composed of: (1) a statement of net assets and (2) a statement of activities.

The government wide financial statements are aimed at presenting a broad overview ot the
Municipality's finances by focusing on operational accountability through reporting the financial
position and resuits of operations of the Municipality as a whole us,ng methods that are simitar
to those used by most private businesses.

The statement of net assets provides short term and long-term information about the
Munrcipality's financial position, which assist management to determine the Municipality,s
economic condition at lune 30, 2012 by presenting all of the Municipality,s assets and liabilities,
with the difference between these two items reported as ,,net assets,, (equity). Net assers are
reported in the fol owing three categories:

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

Restricted Net Assets These result when constraints placed on them are either externally
imposed or are imposed by constitutional provisions or enabling tegislation. tnternally
imposed designations of resources are not presented as restrictecl net assets, When both
restricted and unrestricted resources are available for use, generally it is the Municipality,s
poljcy to use restricted resources first, and then unrestricted resources as they are needed.

19 
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CoMMoNwEAITH oF puERTo Rtco
MUNIcIPALITYoF VEGAATTA

Notes to Basic Financial Statements
.lune 30. 2012

C. New Financial Reoortinp Model(cont.)
. Unrestricted Net Assets These consist of net assets which do not met the definition of the

two preceding categories. unrestricted net assets often are designecl to indicate that
management does not consider them to be available for general operations. Unrestricted
net assets often have constraints on resources that are imposed by management, but can
be removed or modified.

The st.tement of a.tivities presents financial information showing how the Municipality,s net
assets changed during the year ended June 30, 2012. The statement of activities demonstrates
the degree to which direct expenses of a given function or segments are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function,
segment or operational unit. Program revenues include charges to customers or applicants
who purchase, use or directly benefit from goods, services or privileges provided by a given
funation, segment or operational unit. Program revenues also include grants and contributions
that are restricted to meeting the operational or capital requirements of a particular function or
segment, Taxes and other items not properly included among program revenues are reported
instead as general revenues. Resour.es that are dedicated internally by the Municipality are
reported a5 general revenues rather than as program revenues. The Municipality does not
allocate general government (indirect) expenses to other functions.

Under the provisions of cASB 34, all activities carried out by the Municipality are considered
governmental in nature for financial reporting purposes. As a resuit, no business type activities
are reported in the accompanying basic financial statements.

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

balance sheet (financial position) and (2) a statement of revenues, expenditures and
changes in fund balances (deficits) of the Municipality's governmental funds (resuks of
operations).

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

Each fund is considered an independent fiscal entity accounted for within a set of self
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and
expenditures. Fund accounting segregates funds according to their intended purpose and
is used to aid management in demonstrating compliance with legal, fjnancial and
contractual provisions.

On March 2009, the Governmental Accounting Standards Board (GASB) issued GASB 54 in
an effort to improve the consistency in reporting fund balance cornponents, enhance fund
balance presentation, improve the usefulness of fund balance information, and clarify the
definitions of the governmental fund types.

20 I



CoMMoNWEATTH of PuERTo Rtco
MUNICIPAIIIY OF VEGAALTA

Notes to Basic Financial Statements
June 30,2012

C. New Financial Reportine Modellcont.)
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
classif ications as follows:

1. Non spendable Amounts: that is, the fund balance which cannot be spent as they are
associated with assets such as inventory, prepaid expenses, long term receivable5 or
permanent fund principal.

2. Spendable Amounts: these amounts can be spentz but are classified based on the
relative strength of the constraints that control the purposes for which specific amounts
can be spent- Beginning with the most binding constraints, these classifications are:

a. Restricted

b. Committed
c. Assigned and

d. Unassigned

How to classify spendable amounts:

Restricted Fund Bolance: this balance represents amounts that are constrained for a specific
purpose through restrictions of external parties (i.e. creditors, grantors, contributors, or
laws or regulations of other governments), or by constitutional provision or enabling
le8islation, pursuant to the definition of "restricted" in paraBraph 34 of GASB 34, as
amended by GASB 46.

Committed Fund Bolonce: this balance repaesents amounts that are constrained for specific
purposes imposed by a formal action of the Bovernment's highest level of decision making
authority (i.e- amounts that have been committed by a governing body legislation,
ordinance or resohrtion for a specific purpose). Furthermore, fund balances cannot be sued
for other purposed unless the government used the same acting it took to originally commit
the amounts.

Assianed Fund Bolonce: this balance represents amounts that are constrained by the
government's intent to be used for a specific purpose, but are neither restricted nor
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
ass;gn amounts to be used for specific purposes. The key distinction between committed
and assiBned is that committed monies are set by the highest authority (i.e. the board) and
such restrictions can only be removed by this authority.

Unossiqned Fund Bolonce: this balance represents the residual mounts for a government,s
General Fund; it includes all amounts that are not classified in the previous three categor res
(restricted, committed and assigned). Furthermore only the General Fund can report
Lnrcstri.ted flrnd halan.-o
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CoMMoNwEAITH oF puERTo Rtco
MUNIcIPALIIY oT vEGA ALTA

Notes to Basic Financial Statements
June 30,2012

C. New Financial Reportinp Model{cont.)
Encumbtunce - EnrJtmbrances should not be displayed as a separate classification of fund
balance on the face of the balance sheet, For governments that use encumbrance
accounting, si8nificant encumbrances should be disclosed in the notes to the financial
statements by major funds and non major funds in the aggregate in conjunction with
required disclosures about other si8nificant commitments.

The minimum number of funds is maintained consistent with legal and self,imposed
managerial requirements established by the Municipality. For financial reportrng purposes,

the Municipality classifies its funds within the folJowing governmental fund catego es:

Generol Fund The Beneralfund isthe chiefoperating fund used to account for all financial
resources and governmental activities of the Municipality, except for financial resources
required to be accounted for in another fund type. lt is presumed that the Municipality's
activities have been reported in the generalfund except for transactions for which one of
the following compelling reasons has required the use of another fund: (1) legal
requirements, (2) GAAP requirements or l3) the demands of sound financial administration
requiring the use of a fund other than the general fund.

Special Revenue Funds - The special revenue funds are used to account for and to report
the proceeds of specific revenues derived from Srants or other revenue sources that are
restricted or committed to expenditures for specific 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 SeNice Furd- The debt service fund is used to account for and to report financial
resources for that are restricted, committed r assiEned to expenditure principal and 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 long term debt for which the
Municipality is being accumulating financial resources in advance, to pay principal and
interest payments maturing in future years (such bonds payable and notes payable).

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

Long-term debt's principal and accrued interesi due on luly 1 of the following fiscal year are
accounted for as liabilities in the debt service fund at lune 30, if resources are available at
iune 30 for its payment.
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CoMMoNwEAtTH oF puERTo Rtco
MUNICIPAIITYOF VEGAAIIA

Notes to Basic Financial Statements
June 30.2017

C. New Financial Reoortine Modellcont.)
Copital Projects Funds - Capital projects funds are used to account for and report the
financia, resources that are restricted, committed or assigned to expenditures for capiial
outlays includinB acquisition or construction of major capital facilities, other assets and
permanent improvements. The use of the capital projects funds has been reserved for
major capital acquisitions or construction activities that would distort financial resources
trend data if not reported separately from the other Municipality,s operating activities_

The routine purchase of capitalizable assets (such as vehjcles 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 enterprises, where the costs of
providing goods or services to the general public is financed primarily through user
charges, or (2) are fiduciary in nature. As a result, the Municipality does not report
proprietary nor fiduciary funds in the a.companying fund financial statements. All
Municipalities'funds are classified as governmental for financial repo.ting purposes.

4_ Notes to the Basic Finonciol Stotemerts - A set of notes that provide information that is

essential to a user's understanding of the basic financial statements.

5. Required Supplementory lnlormdtion (other thdn MD&A) A set of reports and
information reported along with, but separate from, the basic financial statements of the
Municipality, such as: (1) Budgeiary Comparison Schedule - General Fund, (2) the Notes to
Budgetary Comparison Schedule and (3) the Schedule of Funding progress Employees,
Retirement System ofthe Commonwealth of Puerto Rico and tts tnstrumentalities.

D. Measurement Focus and Basis ofAccountinq
The term measurement focus refers to what is being expressed in reporting financial position
and performance, that is, which resources are being measured in the accompanying basic
financial statements- Two different measurement focuses have been applied in the
accompanying basic financial statements: (1) the flow of current financial resources and (2) the
flow of economic resources. Basis of accounting refers to when transactions have been
recogni2ed in the accompanying basia financial statements. GAAp provides for the use of two
different bases of accounting, which have been used in the accompanying basic financial
statements: (1)the accrual basis and (2)the modified accrual basis_

The accompanyang government wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Accordingly, revenues are
generally recorded u/hen earned and expenses are generally recorded when a liability is
lncurred, regardless of the timing of related cash flows. 6rants and similar items are recognized
as revenue as soon as all eligibility requirements imposed by the provider have been met. All
significant interfund activities have been eliminated from these government wide financial
statements
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CoMMoNwEAITH oF puERTo Rrco
MUNICIPAUTY OF V[GA AITA

Notes to Basic Financial Statements
June 30,2012

Measurement Focus and Basis ofAccountinq {cont.l
The accompanying fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are generally
recognized as soon as they are both measurable and available (that is, earned and collected or
expected to be collected within the next 90 days following the fiscal year-end) to pay Iiabiljties
ofthe current period, except prope.tytax revenues, forwhich the avaalability period is 60 days.

ln applying the susceptible to accrual concept to intergovernmental revenue in the
accompanying fund financial statements, there are essentially two types of revenue. For the
majority of grants, moneys must be expended by the Municipality on the specific purpose or
project before anyamounts will be reimbursed. Revenue is, therefore, generally recognized as
expenditures are incurred. Forthe other revenue, moneys are virtually unrestricted and are
generally revocable only for failure to comply with prescribed compliance requirements. These
resources are generally reflected a5 revenue at the time of receipt or earlier if the susceptible to
accrual criteria is met.

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

ln December 1998, the Governmental Accounting Standards Board issued Statement No 33,
Accountinq ond Finonciol Repottinq for Nonexchonge Tronsactions ("GASB 33"), effective for
financial statement for periods after June 15, 2000, which the Municipality adopted on July 1,
2003. This statement established accountinB and reporting standards for nonexchange
transactions involving cash and financial or capital resources (for example, most taxes, grants
and private donations) ln a nonexchange transaction, a government gives (or receives) value
without directly receiving (or giving) equal value in return- This is different from an exchange
transaction, in which each party receives and gives up essentially equal values. The statement
groups nonexchange transactions of governments into four cla55es, based on their principal
characteristics: (a) derived tax revenue; (b) imposed nonexchange revenue; (c) government
mandated nonexchange transactions; and (d) voluntary nonexchange transactions.

The adoption of this statement altered significantly the basis of accounting used by the
Municipality for the reco8nition of revenue and expenditures and related assets and liabitities,
as described above The effect of the adoption of this pronouncement has been reported as
changes in accounting principles in the accompanying basic financial statements. Accordingty,
the cumulate effects of such transactions have been reported retroactively as restatements of
fund balances at July 1, 2003.
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CoMMoNwEALTH oF PUERTo Rlco

MuNrcrPALllY oF VEGA ALTA

Notes lo Basic Einancial Statements
June 30, 2012

E. Maior ahd Nonmaior Funds

Under the provisions of GASB 34, the MunicipalitY is required to segregate funds amonB major

and nonmajor categories within the fund financial statements. Malor individual governmental

funds are reported as separate columns in the accompanying fund financial statements, while

data from all nonmajor governmental funds are aggregated into a single column, regardless of
funcl type. At minimum a fund is considered major If: (1) it is the primary operating fund of the

Municipality (i.e. the general fund) or; (2) meets both of the following criteria:

(a) Total assets, liabilities, revenues or expenditures of that individual governmental

fund are at least 10 percent ofthe corresponding total for all funds ofthat category

or type; and,

(b) Total assets, liabilities, revenues, or expenditures of the individual governmental

fLrnd are at least 5 percent of the corresponding total for all governmental funds

combined.

Based on the above mentioned criteria, the Municipality's Seneralfund, the debt service fund,

the "Mantenimiento de Obras Municipales y Otras Necesidades", S 2,225,000 Loan and

53,930,000 Loan are the only five funds that qualify as major fLrnds for the fiscal year ended

iune 30,2012, and accordingly, have been reported as maior funds in the accompanying fund

financial statements. All other governmental funds of the Municipality are considered

nonmaior for financial repofting purposes

F. Statutorv {Budqetarv) Accountine

The Municipality's bud8et is adopted in accordance with a statutory basis of accounting, which

is not in acaordance with GMP. Revenue i5 generally recognized when cash is received-

Expenditures are generally recorded when the related expenditure is incurred or encumbered

Available appropriations and encumbrances are established to lapse one Year after the end of

the fiscalyear. Amounts required to settle claims and 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 accountinB to record the full amount of
purchase orders, contracts and other commitments of appropriated resources as deductlons

from the appropriation prior to actual€xpenditure.

significant aspect of budgetary control

The accompanying budgeiary comparison schedule - general flrnd, onlY presents the

information for the general fund, which is the only Municipality's fund with a legally adopted

budget, as required by GAAP.
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MUNICIPALITYOF VE6AALTA
Notes to Basic Financial Statements

June 30,2012

starurorv {Budeetarvl Accountine(cont.)
Because accounting principles applied for purposes of developing data on a budget basis differ
significantly from those used to present financial statements in conformity with GAAP, a

reconciliation of differences in the deficiency of revenues and other financing sources under
expenditures and other uses of financial sources for the year ended lune 30, 2012 was
presented for the general fund as part of the accompanying budgetary comparison schedule.

Cash and Cash Equivalents
The Municipality's cash and cash equivalents are composed of cash on hand, demand deposits,

and short term anvestments in certificates of deposit with oriSinal maturities of three months or
less from the date ofacquisition.

G.

The Municipality follows the practice of pooling cash and cash equivalents. The balance in the
pooled cash accounts is available to meet current operatang requirements and any excess is

invested in various interest bearing deposits with private commercial banks.

Cash with fiscal agent in the debt sewice fund represents additional property tax collections

retained by the Municipal Revenue Collection Center ("CRlM", by its Spanish Acronym), a

municipal corporation (not a component unit of the Commonwealth or of the Municipality) and

additional potion of sales taxes collected and distributed by P.R. Treasury Department and

deposited in P.R- Governmental Bank. SLrch cash b,alances are restricted for the payment of the
Municipality's debt service, as established by law

H. Receivables and Pavables

Activity between funds that are representative of lending/borrowin8 arrangements outstanding

at the end of the fiscal Vear are referred to as either "due to/from oiher funds" (i.e. the current
portion of interfund loans)-

Tax receivables in the general fund represent amounts owed by taxpayers principally for
individualand corporate property taxes, municipal license taxes and construction excise taxes.

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

based on actual collections durinS the 60 days following the fiscal year-end related to tax
returns due before year end. Tax receivables also include amounts owed by taxpayers from
taxable vears prior to June 30, 2012, estimated to be collectible but not currently available, as a

resuh of the adoption of GASB 33.

Accounts receivables are stated net of estimated allowances for doubtful accounts, which are
determlned based upon past [ollection experience and current economic conditions.
lntergovernmental receivables mainly represent amounts owed to the Municipality by the
Commonwealth and the federal government of the United States of America for: (1)

intergovernmental charges, and (2) for reimbursement of expenditures incurred pursuant to
federal!y funded programs, respectively- ln the accompanying government wide financial
statements, receivables consist principally of all revenlres earned at year-end and not yet
received. allowances for doubtful accounts are based upon historlcal trends and the periodic
aging of accounts receivable.
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Receivables and Pavables lcont.l
Major receivable balances for the governmental activities include municipal license taxes,
property taxes and construction excise taxes, among others.

Nonexchange transactions collectible but not available are deferred in the accompanying fund
financial statements in accordance with the modified accrual basis of accounting, but not
deferred in the accompanying Bovernment'w;de financial statements in accordance with the
accrual basis of accounting. Interest income is recorded when earned only if collected within 90

days after yearend since they would be considered both measurable and available. Allowances
for uncollectible accounts receivable are based upon historicaltrends and the periodic aging of
accounts receivatlle.

lnventories and Prepaid ExDenses

lnventories consist of materials and supplies held for consLrmptaon. Generally, inventories and
prepaid expenses are valued at cost and predominantly on the first in, first-out basis.

Governmental fund inventories and prepaid expenses are recorded as expenditures
(consumption method) when purchased rather than capitalized as an asset. Only signaficant

amounts of inventory and prepaid expenses at the end of the year would be capitalized, if any,

in the governmental funds. However, inventories are always capitalized (purchase method) in
the statement of net assets.

Temporarilv Restricted Assets

Certain cash and cash equivalenls 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 servlce requirements of bonds and notes payable as

established in the respective debl agreements, {b) the funding of construction and permanent

improvement projects, and (c) the funding offederaland state sponsored programs.

Deferred CharPes

Deferred charges in the accompanying statement of net assets consist of debt bond issuance

costs, which are amortized over the term of the related debt using the straight line method. ln

the fund financial statements, bond issuance costs are recognized in the current period as

expenditure, whether or not withheld from the actual debt proceeds received-

lnterfund Transactions

Permanent reallocations of resources between the Municipality's funds are cassified as

interfund transfers. The Municipality has the following types of transactions recorded among
funds in the accompanying fund fina ncial statements:

Operoting Trcnsfers - Legally required transfers that are reported when incurred as

"operatinB transfers-in" by the recipienl fund and as "operating transfer out" by the
disbursing fund.

L
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Notes to Basic Financial Statements
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l-. lnterfund Transactions [cont.)
. lnterlund Poyfients (Quosi-externol fransoctions) - Charges or collections for services

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

expenditure of the disburs;ng fund.

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

M. CaoitalAssets
The accounting and reporting treatment applied to the capitalassets associated with a fund are
determined by its measLrrement focus. General capital assets are long-lived assets of the
Municipality as a whole, such as land, land improvements, easements, buildings, building
improvements, vehicles, machinery, equipment, works, infrastructure and all other intangible
assets that are used in the operations of ihe Municipality and that have initial useful lives

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

immovable in nature and include roads, brid8es, streets and sidewalks, drainage systems and

other similar assets. ln the accompanyin8 Bovernment-wide statement of net assets, all
indlvidual capital assets over the threshold amount of 5500 have been capitalized and
depre.iated.

ln the accompanying government wide statement of net assets, all capital assets are valued at
their historical cost or estimaled historical cost if actua, is unavailable, except for donated
capital assets, which are recorded at thear estimated fair value at the date of donation
Estimated iristorical cost was used to value the majority oi the assets acquired prior to June 30,
2012- 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 straight line
method. All individual capital assets under the above mentioned capitalization threshold are
charged directly to expense in the accompanying government wide statement of activities-
The estimated useful lives of major capital asset categories are:

Land improvements
Buildings and building improvements
lnfrastrudure
Motor vehicles
Furniture and fixtures
Machinery and equipment

20years
50years
20 to 50years
7 to 10 ye ars

5 to 20 years

5to 20years

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

The Municipality reports deferred revenue on its basic flnancial statements. Deferred revenue
arises when potential revenue does not meet both the "measurable" and "available" criteria for
revenue recognition in the current period. Available is defined as due (or past due) at lune 30,

and collected within 90 days (60 days for property taxes) thereafter to pay obligations due at
June 30, Deferred revenues also arise when the Municipality receives resources before it has a

legal claim to them. ln subsequent periods, when the revenue 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 recoSnized. Deferred revenues at the government-wide level arise
only when the Municipality receives resources before it has a legalclaim to them.

Deferred revenues at.,une 30, 2012 amounted to 52,269,435 in the accompanying government-
wide statement of net assets and balance sheet - governmental funds/ respectively.

o. Comoensated Absences

Compensated absences are accounted

Accounting for Compensoted 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 available to employees in connection with
vacation, sjck leave and compensatory time. According to GASB 16, the liability for
compensated absences recorded in the accompanying Soveanment wide statement of net
assets is strictly limited to leave that: (1) is attributable to services already rendered on or
before lune 30, 2012, 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 employer's share of Social Security taxes,
Medicare taxes, employer contributions to retirement system and others).

The vacation policy of the Municjpality provides Ior 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 118 days per year)- Employees accumulate compensatory time at a

rate of 1.5 times the overtime worked. All vacation and sick leave days accumulated by
employees in excess of 30 days and 90 days, respectively, are paid to employees each year if
not consumed, as required by law. ln the case of compensatory time, the excess of 240 hours is

paid to employees each year, if not consumed. Upon termination of employment, an employee
receives compensation for all accumulated unpaid regular vacation eave 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 terrnination of employment, an employee does not receive compensation
for compensatory time, if not consumed. After 10 years of services any regular sick leave
balance is paid to the employee. Accumulated vacation time is fully vested to the emplovees at
any time. At -lune 30, 2012, the Municipality has recorded a liability for compensated absences
amounting to S2,171,452 in the accompanying government-wide statement of net assets.
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Claims and Judements
The estimated amount of the liability for claims and judgments, which is due on demand, such

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

Lonq-Term Debt
All long-term debt to be repaid from governmental resources is reported as liabilitaes in the
government-wide statement of net assets, except for principal and intereSt payment on long
term obligations due in luly 1 of the following fiscal year, which is recorded in the fund financial

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

and notes premiums and discounts, as wellas, issuance costs, are deferred and amortized over
the life ofthe debt in the a cco m pa nying Eovern ment wide financialstatements.

Long-term debt for governmental funds is generally not reported as liabilities in the fund
financial statements. ln the governmental fund financial statements, Bovernmental funds
recognize bond premiums and discounts, as well as bond issuance costs, during the current
period. The face amount of the debt issued is reported as other financing sources. Premiums
received on debt issuance are reported as other financing sources while discounts are reported
as other financing uses.

Risk Financine

The Municipality purchases commercial insurance covering casualty, theft, tort claims, and

other losses. The Commonwealth, through [s Depafiment of Treasury, pays the rnsurance
premiums on behalf of the Municipality and then is reimbursed each year through monthly
equal payments. The current insurance policies have not been canaeled 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 Fund (which is a trust fund administered by the Department of
Labor and Human Resources of the commonwealth).

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

Use ot Estimates

The preparation of basic financial staiements in conformity with ac.ounting principles generally
accepted in the United States of America requires the Municipality's management to make

significant estimates and assumptions that affect the reported amounts of assets and liabilities
and the disclosure of contingent assets and liabilities at the date of the bas;c {inancial

statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.
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U. Future Adoption of Accounting Pronouncements

The GovernmentalAccounting standards Board (GASB) issued the following pronouncements

that have effective dates afterlune 30,2012:

Statement No. 65 ltems Previously Reported os Assets ond liobilltles_This Statement

establishes accounting and financial reporting standards that reclassify, as deferred

outflows of resources or deferred inflows of resources, certain items that were previously

reported as assets and liabilities and reco8nizes, as outflows of resources or inflows of
resources, certain items that were previously reported as assets and liabilities.

Concepts Statement No. 4, Elements of Financial Statements, introduced and defined the
elements included in financial statements, in.luding deferred outflows of resources and

deferred inflows of resources. ln addition, concepts Statement 4 provides that reporting a

deferred outflow of resources or a deferred inflow of resources should be limited to those

instances identified by the Eoard in authoritative pronouncemenls that are established

after applicable due process. Prior to the issuance of this Statement, only two such

pronouncements have been issued. Statement No. 53, Accounting and Financial ReportinB

for Derivative lnstruments, requires the reportinB of a deferred outflow of resources or a

deferred inflow of resources for the changes in fair value of hedging derivative instruments,

and Statement No. 60, Accounting and Financial Reporting for Service Concessron

Arrangements, requires a deferred inflow of resources to be reported by a transferor
government in a qualifying service concession arrangement. This Statement amends the

financial statement element classification of certain items previously reported as assets and

liabilities to be consistent with the definitions in Concepts Statement 4.

This Statement also provides other financial reporting guidance related to the impact of the

financial staternent elements deferred outflows of resource5 and deferred inflows of
resources, such as changes in the determination of the malor fund calculations and limiting

the use of the terrn def€rred in financial statement presentations.

The provisions of this Stalement are effective for financial staiements for periods beginn ng

after oecember 15, 2012. Earlier applicatlon is encouraged.

The Municipality has not yet determined the effect this statement will have on the
Municipality's financial statements.

Statement No. 66 lechricol Corrections-2O12-an amendment of GASB Statements No. 10

and No. 62 The objective of this Statement is to improve accounting and financial reporting

for a governmental financial reporting entity by resolving conflicting Suidance that resulted

from the issuance of two pronouncements, Staiements No. 54, Fund Balance Reporting and

Governmental Fund Type Definitions, and No. 62, Codification of Accounting and Financial

Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
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U. Future Adoption ofAccountihq Pronoun'ements(Cont l

This Statement amends Statement No' 10' Accounting and Financial Reporting for Risk

fln"n.ing 
"na 

Related ln5urance lssues, bY removing the provision that limits fund_based

|."ponin! ot un 
"n,i,v't 

risk financing activities to the general fund and the internal service

fund type. As a result, Bovernments should base their decisions about fund type

ct,,siti."tiononthenatureoftheactivitytobereported,asrequiredinstatement54and
statementNo,34,BasicFinancialstatements_andManaSement,sDiscussionand
Ana lysis-for State and Local6overnments'

Thisstatementalsoamendsstatement62bymodifyingthespecificguidanceonac.ounting
for (1) operating lease payments that vary from a straight line basis' (2) the difference

Oetween tne init-ial investment (purchase price) and the principal amount of a purchased

lo"n ol. grorp of lo"nr, and (3) servicing fees related to mort8age loans that are sold when

ti".t"tia r"*1." fee rate differs significantly from a current (normal) servicing fee rate.

These chan8es clari{y how to apply Statement No 13' Accounting for Operating Leases with

scheduledRentlncreases,andresultinEuidancethatisconsistentwiththerequirementsin
Statement No.48,Sales and Pledges of Receivables and Future Revenues and lntra_EntitY

Transfers of Assets and Future Revenues, respectively'

Theprovisionsofthisstatementareeffectiveforfinancialstatementsforperiodsbeginning
after December 15, 2012. Earlier application is encouraged'

The Municipality has not yet determined the effect this statement will have on the

Municipality's financial statements'

Statement No. 67 Finonciol Reporting fot Pension plons an amendment of GASB Statement

No. 25 The objective of this Statement is to improve financial reporting by state and local

governmental pension plan5. This Statement results from a comprehensive review of the

;ffectiveness of existing standards of accounting and financial reporting for pensions with

regard to providing decision useful information, supporting assessments of accountability

ani interperiod equity, and creating additional transparency This Statement replaces the

requirements of Statements No.25, Financial Reporting for Defined Benefit Pension Plans

andNoteDisclosuresforDefinedContributionPlans,andNo50'PensionDisclosures'as
they relate to pension plans that are administered through trusts or equivalent

"rr"ng"."n,, 
(hereafter iointly referred to as trusts) that meet certain criteria The

requir-ements of Statements 25 and 50 remain appli€able to pension plans that are not

administered through trusts covered by the scope of this Statement and to defined

contribution plans that provide postemploYment benefits other than pensions'

Statement No. 68, Accounting and Financial Reporting for Pensions, establishes accounting

and financial reporting requirements related to pensions for Sovernments whose employees

are provided with pensions through pension plans that are covered by the scope of this

Statement, as well as for nonernployer governments that have a legal obligation to

contribute to those Plans
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U. Future Adootion oI Accountins Pronouncements(Cont'l-' :;-t"r*l"", 
",rd 

statement 68 establish a definition of a pension plan that reflects the

Or'a"l., uorn'"t associated with the pension arrangement-determininB pensions'

iccum,]lating and managing assets cledicated for pensions, and paying benefits to plan

members as they come due-

This Statement is effective for financial statements for fiscal years beginning after lune 15'

2013. Earlier application is encouraged'

The Municipality has not yet detetmined the effect this statement will have on the

Municipality'5 financial statements'

Statemeni No. 68 Acco unting ond Finonciot Reporting for Pensions-an amendment of GAsB

iiui"."na to. 27-The primary obiective of this statement is to improve accounting and

financial reporting by state and local governments for pensions lt also improves information

provlaeO ly state anO local governmental emptoyers about flnancial support for pensrons

in", i, p.ou,O"O by other entities. This Statement results from a comprehensive review of

tt,"utf".ti,"n".,ofexistingstandardsofaccountingandfinancialreportinSforpensions
with regard to providing decision useful information' supporting assessment\ of

accountability and interperiod equity, and creating additionaltransparency'

ThisstatementreplacestherequirementsofStatementNo'27'AccountingforPensionsby
State and Local Governmental Employers, as well as the requirements of Statement No'

50,pensionDisclosures,astheyrelatetopensionsthatareprovidedthroushpensionplan5

"dainlrt"r"dastrustsorequivalentarrangements(hereafterjointlyreferredtoa5trusts)thatmeetcertaincriteria,Therequirement5ofstatements2Tand50remainapplicablefor
pensions that are not covered by the scope of this Statement'

Statement No.6T,Financial Reporting for Pension Plans, revises existing standards of

financial reportlng for most pension plans' This Statement and Statement 67 establish a

definition o; a pension plan that reflects the primary activities associated with the pension

arrangement-determining pensions, accumulating and managing assets dedicated for

pensions, and paying benefits to plan members as they come due'

Thi5Statementi5effectiveforfiscalyear5beginningatterlunelS,2014,Earlierapplication
is encouraged.

The MunicipalitY has not yet determined the effect this statement will have on the

Municipality's financial statements'
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U. Future Adoption of Accountinq Pronouncements(cont )

siatementNo,696overnmentcombinotionsondDisposotsolGovernmentoperotions.rhis
iaui"a"n, "*ult,rn 

accountinS and financial reporting standards related to government

aoai,nu,'ona and disposals of government operations As used in this statement' the

Ieam government combinotions includes a variety of transactions referred to as mer8ers'

acquisitions, and transfers of operations'

The distinction between a government merger and a Sovernment acquisition is based upon

whether an exchange of significant consideration is present within the combination

transaction- Government mergers include combinations of legally separate entities without

the exchange of significant consideration' This Statement requires the use of carrying valtres

,n r""aua" the assets and liabilities in a Sovernment merger' conversely' Sovernment

acquisitions are transactions in which a government acquires another entlty' or its

operations, in exchange for significant consideration' This Statement requires

-easurements of assets acquired and liabilities assumed generally to be based upon their

acquisition values. This Statement also provides Suidance for transfers of operations that do

not constitute entire legally separate entities and in which no siBnificant consideration is

exchanged. This Statement defines the term operotions for purposes of determinin8 the

applicability of this Statement and requires the use of carrying values to measure the assets

and liabilities in a transfer of operations'

A disposal of a government's operations results in the removal of specific activities of a

government- This Statement provides ac.ounting and financial reporting guidance for

iisposals of government operations that have been transferred or sold'

This Statement requires disclosures to be,nade about government combinations and

disposals of Sovernment operations lo enable financial statement users to evaluate the

nature and financial effects of those transactions'

The requirements of this Statement are effective for government combinations aad

disposals of government operations occurring in financial reporting periods beginning after

oecember 15, 2013, and should be applied on a prospective basis tarlier application is

encouraged.

The Municipality has not yet determined the effect this statement will have on the

Municipality's f inancial siatements.
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2. STEWARDSHIP, COMPI.IANCE, AND ACCOUNTABILITY

The Municipality's Eeneral fund is the oniY governmental fund for which an annual budget is legally

"l"ri"i. 
tn" ttir*'*litv's elected Mayor is legally required to prepare and submit to the elected

iirii.ip"r r"gitr"trr" 
"n 

annual balanced budget for the ensuing fiscal year' The annual budget is

prep"rea Oy in" vrni.ipality's Department of Finance' and takes into consideration rhe advice

provided bY all municipal departments and divisions The appropriations made for any fiscal year

,h"llnot",..""dth"totalrevenUes,includingavailablesurplus,estimatedforsaidfiscalyear,unless
the imposition oftaxessufficientto coversaid appropriations is provided by law'

TheannualbudSet,whichisdevelopedutilizingelementsofperformance-basedproSrambudgeting
and zero'based bUdgeting, inclUdes an estimate of revenUes and other financinE resources of the

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

legislaive measures proposed by the MaYor and submitted with the proposed budget' as well as the

M-ayor'recommendationsastoappropriationsthatinhisiudgmentarenecessary'convenient'and
in conformitY with the four year governmental plan adopted by the MunicipalitY'

TheMunicipalLegislaturemayamendthebudgetsubmittedbytheMayorbutmaynotincreaseany
itemssofartocauseadeficitwithoutimposinEtaxesoridentifyinSothersourcesofrevenueto
.over such deficit- Upon approval by the Municipal Legislature, the budget is referred to the Mayor

who may decrease or eliminate any line item but may not increase or insert any new linP item in the

buclget,TheMayormaYalsoVetothebudSetinitsentiretyandreturnittotheMUnicipal
Leg;lature with his objections. lf a budget is not adopted prior to the end of the fiscal year, the

annual budget for the preceding fiscal year, as approved by the Legislature and the Mayor' is

automaticallyrenewedfortheensuinsfiscalyearUntiltheMunicipalLegislatureandtheMayor
approve a new budget. This permits the Municipality to continue making payments for its

operations and other purposes untilthe new budget is approved'

TheMUnicipaIity,sannualbudgetispreparedonthebudgetarybasisofaccounting,whichisnotin
atcordancewithGAAP,Accordingly,forbudgetarypurposestheMunicipaIityusesencumbrance
actounting'Theencllmbrances(principallypurchsseordersandcontracts)areconsidered
expenditureswhenaaommitmentismadeForGAAPreponingpurposes'encumbrances
ouistanding at Year end are reported as reservations of budgetary appropriations and GAAP fund

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

wiIlbehonoredduringthesubsequentyear,Theencumberedbalanceofanyappropriationofthe
generalfundattheendofthefiscalyearwilllapsetothefollowinSfiscalyear,lnaddition,the
iauntcipal Legislature may direct that certain revenues be retained and made available for spending

within a specific appropriation account

Generally, expenditure5 may not exceed the level of spending authorized for an individual

departmentordivisionoftheMunicipality,However,theMLlnicipalityisstatutorilYreqUiredto
saiisfy the debt service requirements, regardless of whether such amounts are appropriated or not'
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2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILIW(cont )

Appropriatlons are enacted for certain

projects are made for each bond/nole

.onstruction period

The Municipality's tinance Department has the responsibility to ensure that budgetary spending

control is maintained on an individual department/division basis. The Finance Department may

i 
"nrt"l. 

p".t ol. 
"rr 

or uny encumbered balance within a department to another department subiect

i" ,oprr*f. Bud8etary control is exercised through the Municipality's accounting svstem- This

ayr,", "nrur", 
t-hat encumbrances or expenditures are not processed if they exceed the

a'"f".t."nt/airirion't total available spending authorization' which is considered its budget' The

L-J i"r"f of budgetary control is at the individual department level for the general fund

ffinaitrr",, principal and interest due for the year for the debt service fund' and bY bond/note

authorizalion for capital expenditures'

The annual budget as presented in the accompanying Budgetary Comparison Schedrrle - General

runa is trre tuoget ora;nance at lune 30, 2012 representinE the original budget, as amended. There

were no supplemental appropriations for the year ended lune 30' 2012-

3. CASH AND INVESTMENTS

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

Rico ("GDB';), a governmental bank and component unit of the commonwealth who serves as fiscal

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

d-eposited in GoB are uninsured and uncollateralized- The balances deposited in commercial banks

are insLrred bY the Federal Deposit lnsurance Corporation However' under the laws and

regulations of the Commonwealth, public funds deposited in commercial banks must be fullv

coilateralized for the arrount deposited in excess of federal depository insurance provided by the

FDIC'AllsecuritiespledgedascollateralareheldbyanagentofthesecretaryoftheTreasuryof
the Commonwealth in the name ofthe Municipality-

Municipalily follows the practice of pooling cash- At lune 10, 2012' the pool cash ac'ount in interest

bearing commercial banks accounts had a balance of 58 5 million of which 54 3million are in the

Genera'l Fund, s2.2 in the "Mantenimiento Obras Municipales" Fund' and S2'0 million in other

Governmental Funds, all was deposit in Popular Bank of Puerto Rico

The Municipality maintain a certified of deposit of 5764,610 with a commercial bank whi'h serued

as a collateral for the Doral Notes Payable described in note 11'

MUnicipalityfollow5theprovisionsofGAsBAccountingstandardsCodificationSectionC20,Ca5h
DepositwithFinanciallnstitutions,relatedwithcashdepositandinterest.earninginvestment
contract with financial institutions Accordingly, the following is essential informaiion about credlt

ri5k,interestraterisk,custodialcreditrisk,andforeignexchangeexposureofdepositsand
investments at J une 30, 2012:

departments and divisions. Appropriations for capital

issue and the authorization continues for the expected
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COMMONWEALTH Of PUERTO RICO

MUNICIPALIIY OFVEGAALTA

Notes to Basic Financial Statements

June 30,2012

3. DEPOSlrs AND INVESTMENTS (CONt.)

credit Risk

in,, i, ,n" ,.,rn ,n" "" 
,ssuer or other counierparty to an investment willnot-fulfill its obligations.

oi'i*n" io, iorr, ,r," r'unicipality has invested only in cash equivalents of 512 7 million consisting

"io"rorn 
1" -.r".'al bank accounts' which are insured by ihe FDIC' generally up to a maximum

it ii"to,o*. o. 0r""'tusly mentioned' public funds deposited by the yy"':!:'n' in commercial

uu"J.r.io" irf f, -f 
'at;ralized 

forthe amounts deposited in excess ofthe FDlc coverage'

Custodial credit Risk

iiis islie risttla, in the event ofthe failure ofa depository financial institution' the Municipalitv

*,ii""i * "f* to recover its cash and investments or will not be able to re'over collateral

slfuriiies tf,at are in tfte possession of an outside party' Pursuant to the lnvestment Guidelines for

in""O.r"r"."* 
"O"O,ed 

by GDB, the Municipality may invest in obligations of the Government'

ou]ic"tio;, or th" united states, certificates of deposit, commercial paper, banker's acceptance, or

iripSol, oionfigu,iont of the municipaliiies of Puerto Rico' which are managed bv GDB ATJune30'

zblz, if," ftlr"i.ip"fitv has balances deposited in commercial banks amounting to 512 7 million

;hic; are insured by the FDIC up to the established limit and the excess are fully collateralized as

"rpLinua 
uUor". O"posits in GDB, amounting to S14 7 million are uninsured and uncollateralized'

iJ*"r"r, no rorr"t i"rated to defaLllts by GDB on deposit transactions have been incurred by the

fr4rni.ip"f'tV tt roug| frne 30, 2012 lt is managemenl's policytoonly maintain deposits in banks

,ffiliated to FDIC to minimize the custodial credit risk' except for GDB'

lnterest Rate Risk

This is the risk that changes in interest rates of debt investments will adversely affect the fair value

of an investment. The Municipality manages its exposure to declines in fair values by: (1) not

including debt or equity investments in its investments portfolio at lune 30' 2012' (2) limiting the

*"igi,"a *"r"g" ,u,rrity of its investments in certificates of deposit to periods of three months

", 
iltt, 

""0 
frf i*r,* most of its banks deposits in ce'tificates of deposit and in interest bearing

accounts generating interest at prevailing market rates'

Foreign Exchange Risk

ftris lI the rist< that ct anges in exchange rates will adversely affect the value of an investment or a

dlposit. nccoraing to th; aforementioned investment gLlidelines' adopted by the MunicipalitY' the

M;nicipality is prevented from investinB in foreiSn securities or any other types of investments for

which foreiSn exchange risk exposure maY be significant

The MuniciPalitY's bank

categorized to Provide an

lune 30, 2012.

balance of deposits and investments with financial institutlons are

indication of the level of collateral risk assumed by the Municipality at
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COMMONW'AITH OF PUERIO RICO

MuNlclPAtlrY oF vEGA ALTA

Notes to Basic Financial Statements
June 30' 2012

OEPOSITS AND INV€STMENTS (CONt.)

Risk categories are des€ribed as follows:

Category 1:

Category 2:

Category 3:

lnsured or collaterallzed with securities held by the Secretary of the

Tredsury'agents in thp Municipality s name'

Collateralized with securities held by pled8ing financial institution's trust

department or agent in the MunicipalitY's name'

Uncollateralized; including any bank balance that is collateralized with

securities held by the pled8ing financial institution or by its trust department

or agpnt but not in the Muni'ipalrtY's ndme

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

flnancial insiitutions of the Munlcipality at lune 30, 2012 consist of the following:

Deporits in comme(ial banks

Deposits in governmenta banks

512,379,817

74,173,707

57a,712,240

1,4,773,r01

s14,-773,701

8,185,550

4,526,690

,7-15t17-L s2r-4A5S4L

Eank balances of deposits and investments:

Caie8ory 2

Category 3

12L43554r

4. MUNICIPALTAXES

(A) MUNICIPAL LICENSE TAXES

The Municipality imposes a municipal license tax on all businesses that operate within the

Vunicipality, which ire not totally or partially exempt from the tax pursuant to the lndustrial

in..n,iu"t A.,t of the Commonwealth of Puerto Rico' This is a self assessed tax based on the

business Volume in 8ro55 sales as shown in the tax return, The declaration fi|ing date is ten days

"ft", 
it 

" 
Stut" fn,oru fax is filed (the15th daY of April each year) Entities with sales volume of S 1

miIlion or more must inclLlde rates e5tablished by the MUnicipality, At ]une 30, 2012, the municipal

tax raies imposed by the Municipality were 1 50 percent for financinB institutions and 0'50 percent

for any other taxpayers. Any taxpaYers, who have been granted with partialtax exemptions under

anv of the incentive tax laws of the Commonwealth, ultimately pay municipal li'ense taxes at

reduced tax rates, generally between 60 percent and 90 percent under standard rates'
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COMMONWEATTH OF PUERTO RICO

MTJNIcIPALIY oF vEGA ALTA

Notes io Basic Financial Statements

June 30,2012

4. MUNICIPAI, TAXES (cont.)

Each taxpayer must assess his/her corresponding municipal license tax by declaring his/her volume

"i 
orr,rJ* *t"rtn 

" 
,ax forrn based on the actual volume of business Senerated in the preceding

..'""u",,",,. 
'n" "-.an 

be paid by the taxpaYer in two equal installments:.(1} the first paYment

ar" i"lrfv is, 
""0 

tztlanuary 15 subsequentto the filing oflhe declaration The first installment of

in" i", .**, *" 
"*ble 

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

tf,u i"at"rution, while the second installment of the tax covers the taxable period (six months)

"naeal.,n"30ofthesubsequentcalendaryear,lfataxpayerelectstopaythetaxinfullonthenting a"te ot tft" d".tal.ation, a 5 percent discount is granted automatically on the tax amoLrnt due'

Any municipal license taxes collected in advance lthat is' prior to June 30 but pertaining to the next

fir/aty"ar1 ar",ecord"d as deferred revenues' As of June 30' 2012' the total municipal license tax

,"l"ir"frf" f*, of the allowance for estimated uncollectible amounts) was 56'843 (base of

subsequent or daYs collections)

{AI MUNICIPAL sAI,ES AND USE TAX
'-'On t"0,".0", 23, 2006 the Municipal legislature of the Municipality of Vega Alta approved the

Orainance ruo. rs (Serie 2006 2OO7) based of State Public law No' 117 of luly 4' 2006 establishine a

L.at ."t", ana use tax of 1.5% over the sale of goods and services made within the Municipalities

boundarles, The ordinance wa5 effective ten day5 after public notice, and under this ordinance,

""", 
Orr,""" doing retail sales is required to register on the Municipality to ohiain a retailer's

*"C';,*,r" certific;te. The retails are required to file monthly sales tax returns by the 10'n day

foliowing the month in which the tax was 
'ollected'

Onluly29,2O0T,theStatePublicLawNo'sOestablishedthatthemunicipalitiesmaVcollectonly
ilz" ot iti ."tu, and use rax and the puerto Rico Treasury Deparrment (PRTD) the other 0.5%.

Resources collected would be use for constmction, permanent improvements, health and public

safety services, the improvements in the management of solid waste disposal and the

implementation of recycling programs by the Municipality'

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

Municipal oevelopment Fund, Municipal Redemption Fund and Municipal lmprovements Fund' The

trlunicipat Oevelopment Fund will be based on 0 2 % of the O'5 % collected but will be distributed

wiiiin'att munic;patities by formula based on total amounts collected' operational budgets and

poprlation lnother 0.2% will be deposit on a Muni'ipal Redemption Fund in the Government

Oevelopment Sank for Cuerto Rico {GDB) and use only for the repayment of futu'e municipal loans

toGDR,Theother0.l%Wil|bedepositinaMunicipallmprovementsFUndinGDBandassignedby
the State Legislature for construction and permanent improvements projects to the municipalities'

During year 2011'2012 the Municipality collected 51,618'062 from sales taxes'
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COMMONWEAITH OF PUERTORICO

MU ICTPAIITY OF VEGA AI-TA

Notes to Basic Financial Statements

lune 30,2012

PROPERTY TAXES

The Municipality is authorized by law io impose and collect personal and real property taxes

,"..".ri tlJr"r* 
"r"s 

can be imposed to any natural or legal person enBaged in trade or business

,i,t lil"lr"* , 
"f "*h 

year ic owner of personal propertv used in tradc or businpcs'

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

^.^nodu2((Ft<ownedbvthetaxpaveratlanuarylandreportinSsuchtaxablevaluethrousha
L,i"."i "r"r"", ", 

teturn filed on May 15 subsequent to ihe assessment date At June 30' 2012'

i* ,","i 0"ri""", o-oerty tax rare in force was 6.38 percent (of which taxpayers pav 6.18 percent

" "a 
.iO p"."* O *'.bursed by the Department of Treasury of the Commonwea lth Real propertY

iares are assessed by cRlM. The assessment on real property is made every January 1 and is based

on estimated current ,alues of the property deflated at 1957 market prices. At JUne 30, 2012, the

iriJ,""io r" p" r,u ,"- rate in force was 8 38 percent (ofwhich 8 18 percent is paid bv taxpavers)

Residential real property occupied by its owner is exempt bY law from property taxes on the first

iii,ooo ot,f," "tt"tt"d 
value (at 1957 market prices)' For such exempt amounts' the Department

"iir"*rn "f 
,n" Commonwealth assumes payment of the basic tax (4'00 and 6 00 percent for

""^"*tr^O real property, respectively) to the Municipality' except for property assessed of less

i*" Sj,too fut 1957 market pnces), for which no payment is made Revenue related to the basic

i", "" "*.r, 
property is recorded in the general fund when collections are received from the

CRIM.

CRIM is required to remit 1.03 percent of the personal and real property tax col'ected to the

*r^"'Oany to be used for the partial fundinS of the debt service requlrements on general

",riu"ii"* ""0 
notes payable of the Municipality' ln addition' 135 percenl of the total personal

"ri"r""-, o.*u, taxes collected by cRlM is restricted for debt service requirements of the

,r",.,p"'i,, 
"na 

i, l."t"in"d by GDB for such purposes- Accordingly' such amount is recorded as

revenues in the debt service fund when collected and reported by the cRlM'

The Additional Lottery system of the Commonwea|th (the ,,AdditionaI Lottery,,) i5 an operational

,n,t ,"po.t"a 
", "n "nt"rprise 

fund ofthe Commonwealth' which currentlY operates several betting

"fi",nu,iu", 
to the citiTens of Puerto Rico The Additional Lottery is required everv Vear to

distribute a portion of its excess of revenues over expenses as followsi--i.' 
rfr,ri\/ five percent 135%) of its net earnings (defined as the excess of revenues over

expenses less an amount earmarked for the Fund for Rent and Home lmp'ovement SubsidY

Program for the Low lncome qualifying Elderly) is earmarked to the municipalities of the

coimonwealth of which a maximum of 526 million, on an annual basis, is distributed to

the N4unicipal Equalization Fund held by CRIM to cover operating expenses and permanent

improvements of the municipalilie!'

ii. An additional amount not exceecling S16 million, on an annual basis' is distributed to the

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

municipalitiesofthecommonwealth'WhentheaccumulatedmUnicipalappropriation5
fromthemunicipalities'PuertoRicoHealthReformarecovereduptolune30'1997'these
resources will be assignecl to the Health lnsurance Administration' a componenr unii of the

Commonwealth.
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5. PROPERTY TAxEs (cont.)

Total property tax receivable, net of allowance for uncollectible accounts amounted to 5706'166 at

June 30,2012.

coMMoNwEALTH oF PUERTo Rlco

MUNICIPATITY OFVE6AALTA

Notes to Basic Financial Statements

June 30,2012

6. INTERFUND BALANCES

On July 1, 2001 the Municipality adopted the provisions of Statemenl No' 38' Cettoin Finonciol

Srrr"."r, **" Disclosures, issued by the Governmentol Accounting 
-Stondords 

Boatd' fhis

iiui"r"n, |."qriru, the disclosure of the ftow o{ resources between funds and to assess the

collectibles of interfund balances' lnterfund balances at lune 30' 2012 consisted of the following:

Maror tunds

ohr6 other

Municapalei Government.l

fund Flnds
cen.ral D€btservice

FUnd FUnd

Ma.remientoYobras Muni'rP'le!

Fondo E peclalaumenioSueldo

other governm€ntal tunds

Other Covernmenrtrl tuids

s (s31,7s2)

(463,305)

5 (2,073,ss7)

5at,7\2

5 s31,752

other Total

Governmental Governmental

Funds Funds

324,\21

124,521 3l1,321

331,321

At lune 30, 2012

management.
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COMMONWEALTH Of PUTRIO RICO

MUNICIPALITY Of VEGA AITA

Notes to Basic Financial Statements

I une 30.2012

7. INTERGOVERNMENTAL RECEIVABLE AND PAYABIE

Due to other governmental units of the Seneral fund for services rendered to the Municipality consists

of the following:

Other

l6tertovernm€ntal receivable:

PR Electric Power AuthoritY

PR Department of the TreasurY

rotal

lnte rgove rn me ntal PaYable:

ceneral Govermental Services

lnternal RevenueService

Employees Retirement SYstem of

the Government of Puerio Rico

PR water and Sewer AuthoritY

PR E!ecvic Power AuthoritY

Total

403,280 2,419,643

s 1,996,741

19,516

s 7,996,1a7

19,516

403,280

51,995,7a7

114,364

403,2805 403,280

2,076,363 2,574,435

1,534

857

19,273

41,893

7,996,1a1

350

'L,534

857

19,273

41,893

1,996,7a7

350

1,534

451

19,273

41,893

1,,995,141

3so

s 2 120.694 5 5 2,120,694 5 2,12A,694
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CAPITAI ASSETS

Capital asset activitY for

CoMMoNwEAtrH oF PUERTo Rlco

MUNICIPALITY OF VEGA AI.TA

Notes to Basic Financial Statements

June 30,2012

the year ended lune 30, 2012, was as follows:
Balance

8.

cosT BASIS:

Cost ba5is of capital assets, not 5ubiect

to depreciation and amortization:

ln fr" s tru ctu re land

Con5truction in Progress

Total cost ba 5is of capital assets' not

subied to depreciation and amortiz'tion

Co5t basis of capiiaI asset5 subjectto

dePreciation a nd amortizarion:
Buildi.gs,srructures and building improvements

I nfra s r.u cru re

Vehicles unde r caPital lease

Lice nsed vehi.ies
Machi.ery and equiPment

lotal co5i ba5is ol capital assets subje't

to de P re.i a tio n and amortization

Total cost basis ofcaPital asseh

LESS AC(UMULATED OEPRECIATLON AND AMORTIZATION:

Buildings, structures and building impr6wments

lnfrasrudure
Land lmProlements
Licensed vehi.les
M.chinerY and equiPmeni

Total accumulated depreciation and

CAPITALA5'ET5, NET

516,114,290
2,196,368

18,310,658

9,691,629

23,059,463

681,324

8,94s,795

2,628,303

45,Ot2,514

t lt42!!

1,122,140

28,755,600

35,696,481

64L324
9,411,464

3,863,985

74,4t0,254

97,694,949

10,302,559

25,540,312

6ar,324
9,025,t44
1,052,515

48,601,914

t_-4e,ae4l:

Depreciation and amortization expense was charged

wide statement of activities as follows:

by functions in the accompanYing government

High waY and ulban develoPment

Public housing and welfarc

culture, rec@ation and education

Urban.nd economi. develoPme^t

Toral depreciation and amortlzation expense

,une30,2011 Additions Reclassincadds June30,2012

5 206,200 s 16,320,490

1 890.017 17,122,74A) 2,964 245

2 096.217 l1,t22,l4ol 19,244,)L

28,755,600

32,917,747 r,646,994

6A7,324

9,064,159 348,305

l aos970 58,015

75,234,800 2,053,314

604,910

2,430,909

'79,349

3,589,400

s 107,314

15,933

411,259

r,211,414

llIE4q

t,722,144
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CoMMoNWEALTH of PUERTo Rlco

MuNtctPALlrY oFvEGAALTA

Notes to Basi€ Financial Statements

lune 30,2012

9. DEFERRED REVENUES- -o"i"rr"a 
|."r"nr", |.ecorded in the accompanying GWFs and the GFFs are as follows:

a. General Fund:_' 
i"f"r.a revenue of 52,175,363 in the general fund is related to-municipal license tax

cottected in fiscat year Zo12_12 that will be earned in fiscal year 2012 13'

t. Other Governmental funds:

Federal Government and other funds $94'072

Thedeferredrevenuespresentedinothergovernmentalfund5representtheportionof
federal grants received for which qualifying expenditures have not been in'rrrred'

Amount

5 80,ss8

6,770

3,386

2,371

536

400

105

Iotal 5 94072

10. EMPLOYEES RETIREMENT SYSTEM'-' 
if," ,r"n,o",nr', 

"mployees 
participate in the Employees' Retirement SYstem of the Government

oi puerto nico ana its tnstrumentatiries (the ,,system"). The system isthe adminiqtrator of a multi-

I.o,or"r.o*_rnrr,nt (as related to the Municipality's reporting entity) defined pension plan

"ri;oi,'tn"O 
o, *" a".monwealth The SYstem was created underAct' No' 447 approved on May

ii, igsr, u. 
"."na"a, 

and became effective on ianuary 1' 1952 The system covers all regular

""ip,"r*t "f 
the Commonwealth and its instrumentalities' the MunicipalitV and other

municipalities of the Commonwealth-

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

",,o.o," 
o.r,"|. than to benefit each system,s participants. The system issued publicly available

i^r"".n, ,*"nr,*, ,"clude its basic financial statements and required supptementary information

ior eacfr of'tnem, incfuding required six year trend information' Those reports maY be obtained by

writing to the administrator of the SYstem-

The System provides for retirement, death and disability benefits' Death and disability retirement

rln"it, u,"'u*ituut" to members for occupational and non occupational death and disabilities.

Retirement benefits depend upon age at retirement and number of Years of credited service'

Benefits vest atter 10 years of plan pa(icipation'

FEMA "Lluvias de MaYo"

Edward BYrne' "Control Maritimo"

GD8 PINI

Edward Byrne " lmpacto criminalidad'

Commulrity Service Block Grant (CSBG)

Suportins Housins Program (sHP)

Homelesness Prevention(HPRP)
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CoMMoNwEAtrH ot PUERTo Rlco

MuNlclPAttrY or VEGA AtTA

Notes to Basic Financial Statements

iune 30,2012

10. EMPTOYEES RETIREMENT SYSTEM(cont )

Retirement benefits are determined by the application of stipulated benefit ratios to the member's

".ar:'p.om.ensation.Aueragecompensationiscomputedbasedonthehighest36monthsof
.".r!"*'",1 ,"."t"',ed bY Eis' The annLrity' for which a plan member is eligible' is limited to a

.lnl.*r, of SZOO p"l, .onth and a maximum of 75 percent of the average compensation'

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

ir", 
"iu.,"o 

,,,n an" purpose of establishing a new pension system ("system 2000"). svstem 2000

u".",""r".tiu"onlanuary1,2000'Employeesparticipatinginthecurrentsvstemasof
Oecemler :f, fggg, had the option to either stay in the defined benefit plan or transfer to the new

progl.u.. e"i.onr;oining the Sovernment on or after lanuary 1' 2000' are required to become

members of SYstem 2000'

System 2OOO is a hybrid defined contribution plan' also known as cash balance plan Under this new

olan. there rs a pool of pensron assets, which are invested by the System' together with those of the

irrr"nt o"rin"a benefrt plan. Neither the commonwealth nor the Municipality will guarantee

O"n"fn, 
", 

.",,r"r"n, 
"ge. 

The annuity will be based on a formula which as5umes that each year

tf," 
".pfoy""E 

contribution (with a minimum of 8'275 percent of the employees salary up to a

maxirnum of fO OO percent) will be invested in an account which will either: (1) earn a fixed rate

ba5edonthelwoyearConstantMaturityU'S.TreasUryNote;{2)earnarateequaltoTSpercentof
in" l.",rrn of the System 2000's investment portfolio (net of management feesi; or (3) earn a

comlinatlon oi Ootfr atternatives' Participants receive periodic account statements similar to those

of defined .ontribution plans showing their accrued balances'

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

0".""i "i,* 
emplovees' salarv which is applicable to the Municipality) will be used to fund the

current PIan

System 2000 reduced the retirement age from 65 years to 60 for those employees who ioined the

current plan on or later lanuary 1, 2000

Fundina Policv:

iiif,rt-.n ,"quir"."nts are established bv law and are as follows:

N4uniciPalitY

Employees:
Hired on or before March 31, 1990

Hired on or after APril 1, 1990

Dr r np ihe frscal vear ended June 30, 2012 the employer's contributions paid by the Municipality to

uotf, I",ir"-"nt ivrt"rs amounted to 9385'103 on Au,ust 12' 2000' Act No 174 was approved to

atlow certain panicipants of the ERS to be eligible for early retirement upon attaining at least age 55

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

9.275%ofgross salary

5.775% of gross salary uP to 56,600

I 275 % of gross salary over 56,600

8.275Yo of gross salarY
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10.

CoMMoNwtALTH oF PUERTo Rlco

MUNICIPAUTY OF VEGA ALTA

Notes to Basic Financial Statements
June 30,2012

EMPLOYEES RETIREMENT SYSTEM(cont.)

ThosewhoelectedearlyretirementunderthistawwillreceivemonthlybenefitsofT5percent(if25
or more years of service and age 55, or 30 or more years or services and age 50) or benefits of 65

percent (if 25 years of service by less than age 55) of their average compensation' which is

computed based on the highest 36 months of compensation recognized by the System' ln these

.as"r, th" ernployel. (includinB the Municipality) is responsible for contributing to the system the

amountneededtocoverthebenefitpaymentsandemployer.ontributionwithrespecttothe
participants covered untilthe participants reach the normal retirement a8e-

Historically,thecommonwealthhasreportedtheSystemasasinSleemployerplan(asrelatesonly
to the financial reporting entity of the Commonwealth) in its comprehensive annual financial

report.Accordingly,theCommonwealthwillassumeanyactuarialdeficiencythatmaYexistorarise
,"iat"d to the Municipality's participating employees since the sYstem does not allocate any

actuarialdeficienciespertaininStomunicipalemployeesparticipatinginthesystem,The
Municipality is only required by taw to make statutory contributions in the rates mentioned above'

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

Municipality'5 participating employees, if any, has been recorded in the accompanVing basic

financialStatements.

LONG.TERM DEBT

The Municipality's Legislature is legally authorized to determine the contracting of debts of the

Municipality. Neveftheless, the laws and regulations ofthe Commonwealth also provide that:

. Direct obligations of the Municipatity {evidenced principally by bonds and notes) are

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

Direct obligations are not to be issued if the amounl of the prlncipal of, and interest on,

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

payable in any fiscal year, together with anY amount paid by the Municipality in the

preceding fiscal year on account of bonds or notes guaranteed by the Municipality,

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

Munlcipality plus the balance of the acl valorem taxes in the debt service fund, for

bonds payable to be repaid with the proceeds of property taxes restricted for debt

service.

lnaddition'beforeanvnewbondsornotesareissued,therevenuesoflhedebtservicefUndshoUld
be sufficient to cover the projected debt service requirement At iune 30, 2012' the Municipality is

in compliance with the debt limitation requirements

11.
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CoMMoNWEALTH or PucRTo Rlco

MUNICIPAUTY OFVEGAALTA

Notes to Basic Financial Statements
June 30, 2012

11. LONG-TERM DEBT(cont )

,n" ,in"rr,iontn"rm lebt activity for the year ended June 30' 2012 was as follows:

Covernment DewloPment Banr'

Noter paY2b!e to DoRAt aank

aompa.satcd abtenc.s

1um30,2011

2,070,135

rre 30, 2012

96a,196

Borowings
Oeduttionj

(1,554,0m)

(117,033)

(s3,610)

r33,275

53,610

1a\261
s22,4A7,s11 52,719,14e

The MunicipalitY issues general and special (public improvements) obligations bonds

proria" tor'tf," 
"aquiriti;n 

and construction of maior capital facilities and equipment'

cover certain operating needs'

Long-term debt at lune 30, 2012 is composed of the followin8 debts:

General oblieation bonds:

1995 serial bonds original issues amount of S99O'00O due in annual principal

installments ranging from S15,000 to 590,000, plus interest due in semiannually

rnrtalln enr. ar rdte! 6co inrough Julv I, 2019

1995 5erial bonds , original issues amount of 53'425'000' due in annual principal

installments ranging from S40,O0O to 5295,m, plus interest due in semiannually

installments at rates 6 3% through JLrIY 1, 2020

1997 serial bonds, original issues amount of 5610,000' due in annual pnncrpal

installments ranging from 510,0o0 to 560,000; plus interest due ln semiannually

installments at rates 5 8670 through luly 1,2021

1999 serial bonds, original issues amount of S940'000' due in annual principal

instailments ranging from S3O,00o to 595,000; plus interest due in semiannual

installments at variable rates 4.10% through luly 1' 2016

2000serialbondsissuesamountofsl35,00o'dueinannualprincipalinstallments
ranging from 55,000 to S1o,ooo, plus interest due in semi2nnual installments at variable

rates 4.30% throush JulY 1, 2024'

2000 serial bonds, original issLres amounr of 9230'000' due in annual principal

installments ranging from 55,000 to 520,0m, plus interest due in annual installments at

variable rates 1.29% through July 1, 2025'

and notes to
as well as, to

Outstanding

$ ss0,000

2,000,000

390,000

410,000

75,OOO

41 |

175,000



11. l-ONG'TERMDEBT(cont.)

2m2 serial bonds, original issues amount of 5500,000, due in annual principal

installments ranging from 510,000to 550,000; plus interest due in annual installment at

variable rates 4.30% through luly 1, 2021.

CoMMoNwEALTH oF PUERTo Rtco

MUNICIPAIITY OF VEGA ALTA

Notes to Basic Financial statements
iune 30,2012

2003 serial bonds, original issues amount of 51,235,000, due in annual principal

installments ranging from 520,0m to S95,000, plLrs interest due in semiannual

installments at variable rates 4.5C86 through luly 1,2028.

OUTSTANDING

AMOUNT

2003 Operational bond Serial bonds issues amount of 52,585,000 due in annual

installments ranging from 54O,Om to 52m,00O plus interest du€ in semiannual

installments at variable rates 1.54% through luly 1,2028.

2OO5 serial bonds issues amount of 52,115,m0, due in annual prlncipal installments

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

variable rates4.5070 through luly, 2012.

1995 Public improvement bonds issues ammount of 54,735,000 due in annual

installments of principal ranging from 550,0m to 5295,00O; plus interest due in

semiannual installments varlable rate from 6.50% through august 1, 2020-

2007 serial bonds, original issues amount of 51,300,000 due in annual principal

insrallments of principal ranging from 530,000 to 5120,00,c; plus interest due in

semiannual inslallments at varaib e rates 1.54% through July 1,2027.

345,000

1,02s,000

2,070,000

355,000

1,984,000

1,170,000

2007 sera bonds, origlnal issues smount of 51,270,000, due in annual principal

installments ranging from 5145,000 to 5225,00O; plus interest due in semiannuai

installments at valable rates 1.54% through iuly 1, 2014.

2008 seriaL bonds, original issues amount of 5995,000, due in annual principal

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

installments at varlable rates 1.54% through iuly 1,2032.

2010 serlal bonds with original issues amount of 53,930,000, due in annual installments

ranging from S150,00O to S415,0O0, plus interest due in semiannuallY lnstallments at

rates from 6.00% through July 12024.

625,000

930,000

48 I
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CoMMoNwEArrH oF PUERTo R,co

MUNICIPAUTY Of VEGA AI.TA

Notes to Basic Financial Statements
June 30,2012

17, LONG-TERMDEBT(cont,)

OUTSTAN DING

AMOUNT

2010 serial bonds with original issues amount of 52,225,0m due in annual installments

rangingfrom 585,000to 5235,000;plus interest calculated from 6% through luly L,2024. 2,045,mO

2oll serial bonds with original issues amount of 51755,0m due in annual installments

ranging from 565,Om to S185,000; plus interest calculated from 6.00y. started in luly 1,

2025. 1,690,000

Totalgen€raL mun c pa obligat on bonds S 19,4s9,00o

Note payable to Doral Bank

On November 10, 2010 the Municipality borrowed 5750,000 at 5.25% fixed interst for

the acquisition of equipment and improvements for the Division at Municipality of

Vega Alta. The collateral for this note is a certificate of deposit for the amount of

51,377,467 and must be in the system for 20 years. The Municipality is required to pay

monthly payments of 514,249. 568,796

Notes oavable to the Puerto RicoTreasurv De partment { Pavable to cRlMl

On March 19, 2002 the Resolution num. 36 series 2001 2m2 was enacted which

authorized the Municipality to obtain up to 5260,780 for a term not exceeding 25 yea15,

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

sgreement bears lnterest at variable rates (beginning in 6.22% at June 30, 2004). 2Oa,624

Compensated Absences

At june 30, 2012 the liability for compensated absence is composed as follows:

Due

within Due after
one year one year

5 610,ss6

Total

Tota

I367,398
83s,s91

5 977 ,954
L,191,498Sick ieave 357,901

968,464 7,242,949 2,111,45)

Compensated Absences

Total long-term debt

2,171,452

5 z2,4oi,Bt2

49 I



COMMONWEAITH OT PUERIO RICO

MUNICIPATTY OFVEGAAITA

Notes to Basic Finanaial Statements
lune 30,2012

11. t ONG-TERM(cont.)
The principal and interest maturities for the Seneral obliSation bonds of the Municipality of Vega

Alta at lune 30, 2012 are as follows:

Pr ncipal

5 1,330,00)

1,045000

1,135,0@

980,000

1,045,m0

5,440,000

3,655,00(1

635,000

Prin.ipal

5 29000
250,000

2B,c/JJ
291,000

310,000

1,671m0
825,000

200,000

Bonds(oebt5eruice Funds) Operation Notesand Bonds Other Long term olr 
'eatio.

Pnncipa

2013

2014

2075

20:r6

201)

201Ab 2021

2A23b',)!J21

102ab 2012

2033 to 2037

5 199,537

916,534

871841

800,0s7

13L,967

2,52),56]
164,774

112,531

194,065 5 143,706

25A,564 162,655

247,351

212,529

242,226

61A,642

205,885

6,500

t70,u2
133,317

10,431

52,156

52,L56

52,L56

10,431

51,224

31,626

2),J9t
13,889

11,030

45,418

29,197

12,976

@9:qq 3,r7s

ToTAL 5 rs,4o5 ooo 5 409,000 S r,969,762 5 782850 5 21&8m

12. COMMITMENTS AND CONTINGENCIES

A. CI.AIMS AND JUDGM€NTS

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

improper application of policies and negligence in the ordinary course of the Municipality's

activities. The legal counsel of the Municipality has advised that at this stage in the proceedin8s

of lawsuits he cannot offer an opinion as to the probable outcome.

ln addition, the Municipality is a defendant or co'defendant in several legal proceedings, which

are in discovery sta8e. Certain of these claims are covered by insurance. Legal counsel with the

information currently available cannot determine the final outcome of these claims.

Under Act No. 104 of lune 25, 1955, as amended, persons are authorized to sue the Municipality

only for causes of actions set forth in said Act to a maximum amount of 575,000 or S150,000 if it
involves actions for damages to more than one person or where a single injured party is entitled

to several causes of action. Under certain circumstances, as provided in Act No. 9 of November

26, 1915, as amended, the Municipality may provide its officers and emploYees with legal

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

them. There is no limitation on the payment of such iudgment.

B. FEDERAL GRANTS

ln the normal course of operations, the Municipallty receives grants from various Federal and

State agencies. The grant programs are subject to audit by agenis of the granting authority, the
purpose of which ls to ensure comp iance with conditions precedent to the granting of funds.

Any llability for reimbursement which may arise as the result of these audits is not believed to
be material

s0 I



CoMMoNwTALIH of PUERTO RICO

MuNrcrPAUIY oF vEGA ALTA

Notes to Basic Financial Statements
June 30,2012

- t2. CoMMITMENTS AND CONTINGENCIES (CONT.)

. CONSTRUCTION

The Municipality had several outstanding or planned construction projects as of June 30, 2012.

These projects are evidenced by contractual commitment with contractors. The construction

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

510,614,688.

11 SUBSEOUENTE EVENT

_ 
No subsequent events were noted at the date of report'

51 I



COMMONWEAI"TH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

Budgetary Comparison Schedule General Fund

June 30,2012

{ev.nu. GPe d t!re)

11m,0ol

s 20,055,r00

517,r03,73e

t r,50a 7re

lsee Nde r) {Negativ€l

l3o,t13)

t tl,tte,sql

__112:2L

sdrG/ht'r s o, riB*iar rcsE r:

&&iL ai'ou.b {budgeuryba.i3l lvai abre fotppropiations

ur6/orir@i of ,iBrh' resorcE:

A.rua 3mounts (budsetarybasirl robl da.ses to spqropriation.'

d {noterPend lure)

The accompanying notesto the basic financialstatements are an integral

l u.rt!!

5 r5,r4r,ri5

12,11i,4o2)

l !:,!19q

part of this schedule.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Budgetary comparison Schedule- General Fund

June 30,2012

1. STEWARDSHIP, COMPLIANCEAND ACCOUNTABILITY

A. Budqetary Control

The Municipality's annual bud8et is prepared on the budgetary basis of accounting' which is not

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

v"yol. 
"na "pprorea 

by the Municipal Legislature prior to the beginning of the fiscal Year'

aa"nO."n* io the budget require the approval of the Municipal Legislature Transfers of

afpropriatlons witnin the LLldget, known as Mayor's Resolutions' do not require the approval of

the MuniciPal Legislature.

The MLrnicipality prepares its annual budget including the operations of the general fund-

For bud8etary purposes, encumbrance accounting is used The encumbrances (i'e' pur'hase

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

encumbrances outstanding at year end are reported as reservations of fund balan'es and do not

;onstitute expenditures or liabilities because the commitments will be honored during the

subsequent Year'

The unencumbered balance of any appropriation at the end of the fiscal year will lapse at the

end of such fiscal year' Other appropriation5, mainly capital proiect appropriations' are

continuing accounts for which the Municipal LeBislature has authorized that an unspent balance

from the Irior year be carried forwarc] and made available for current spendinE'

The budgeted deficiency of S2,556,461 considered the utilization of prior years' surplus

s3 I



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ATTA

Schedule of Expenditures of tederal Awards

For the year ended lune 30, 2012

FIDERAT G RANTOR/PA55 THROU G H GRANTOR

PROGRAMTITTT

US DEPARTMENT O' HOUSTNG AND URBAN OEVELOPMENT

section 3 rousine Voucher (HV)

5upportive Housing Program (sHP)

PBofnce of MuniciPal alfai6
Community Developmenr Block Craits (C0BC)

(State Administered Small Cities Pro86m)(Cl!ster)

Commun tY Developmenr Blo.kCcnc (C0BG)

(slale Administcred Small Citj.s Program)

(Rccovcry Ad Fundcd)(cluster)

subtotalCommunity Devclopment Blo.k CEn tt (CoBG) (cluster)

PBHeJlth0eprrtment
Homele5s Prevention Rapid Re housingProBrrm (HPRP)

(RecovervAcr Funded)

Emer8ency 5helte. Grant Program {EsG)

Mu.icipalitY ol San Juan

HoLsLng Oppon!n,tics Ior pcrson! with aid5 (HOPwA)

S!broirl US D.panment oi Ho!5inB and Urb,n o.velopm.nt

US DEPARTMENT Of JUSTICE

Passrhro!gh PR Department ot.rust ce

EdwJ.d Byrn€ MemonrlStateandLocal LawEnfor.ement

Asunrn.e Discret onaryGrrnts Progrrm

Subtora U5 DePa(menr otlustice

US DEPARTMENT OF TRANSPORTATION

Fcdcral TrJn5n Fomula 6rant

5!btota us Depa11mc.l olTransportanon

US DEPASTMENIOF ENERGY

Enersy Efl. ency and consetuanon ELock Grani (EECBG)

(RecoveryAclF!nded)

5!brota US oepa(mcni ol arergy

US DIPARTMENT OF HOMELANO 5ECURITY

Pass th.olgh pROlfice ofManagcmenrand EudCer

Di5rsierAss stance Prolc.t

Subtotal U5 D.pa^'ncnt oI Hom.l.nd Sccur tV

TOTAL FEOERAL FINANC ALASSISTANCE

s4l

co0E

509MY72002

s11DC720oO1

2010DrMVA!C01/

2@9D]AEMVAOl

NUMBER EXPENOITUREs

14.371 5

14.215

195,191)

56,614

12,951

67,A3A

1,012,135

74.255 27,525

1,039,6@

14 )51

14 231

t4.241,

2)16,981

16 530 35,91:l

35,911

24507 296,025

296,O25

39,61/

39,6/1

97 088 43,829

43,429

5 2,142,417



COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF VEGA ALTA

Notes to Schedule of Expenditures of tederal Awards

For the year ended June 30, 2012

1. GENERAL

The accompanying schedule of Expenditures of Federal Awards presents balance

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

Puerto Ri€o. The reporting entity is defined in Note 1 to the general'purpose financial

Statemenls.

2. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

Federal financial assistance revenues and expenditures are reported in the MunicipalitY's

general purpose financial statements as other governmental funds and capital proiect

3. FEDERAI- CFDA NUMBER

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

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

Catalog of Federal Domestic Assistance-

4. EASIS OF PRESENTATION

The expenditures of the schedule are included in the Municipality's basic finantial

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

Schedule of Expenditures of Federal Awards is as follows:

Federal expenditures per basic f inancial staiemPnts

lncluded within:

Non federal expenditures included within other governmental funds 5 2,348,605

Expenditures per Schedule of Expenditures of Federal Awards 2142,43L

Total expenditures with other governmental funds S 5.091..03ii

5sI



Marieli Vargas Gonzllez
Certified Public Accountant-b
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAT

REPORTING ANDON COMPLIANCE AND OTHER MATTERS BASED ON AN

AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENT AUOITING STANDARDS

To the Honorable Mayor and

the Municipal Assembly

Municipality of vega alta

Vega Alta, Puerto Rico

I have audited the financial statements of the Eovernmental activities, each maior fund, and the
aggregate remaining fund information of the Municipality of Vega Alta as of and for the year

ended June 30, 2012, which collectively comprise the Municipality of vega alta, basic financ;al

statements and have issued my report thereon dated February 18,2013. lconducted my audit
in accordance with auditing standards generally accepted in the United States of America and

the standards applicable to financial audits conlained in Government Auditing Stondords, issued

by the Comptroller 6eneralofthe United states.

lnternal Control Over Financial Reportine

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

internal control over financial reporting as a basis for desiSning my auditing procedures for the
purpose of expressin8 my opinions on the financial statements, but not for the purpose of
expressing an opinion on the effeciiveness of the Municipality of Vega Alta internal control over
financial reporting. Accordingly, I do not express an opinion on the effectiveness of the
Municipality ofVega Alta inlernal control over financial reporting

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

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

internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, I identified certain deficiencles in internal control
over financial reporting that I consider to be signifi.ant deficiencies.

A control deficiency exists when the design or operation of a .ontrol does not allow
management or employees, in the normal course of performiag their assiSned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the or8anization's ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accountinB principles such that there is more than a remote likelihood that a

s6 I
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misstatement of the organization,s financial statements that is more than inconsequential will

not be prevented or detected by the orSanization's internal controi'

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

statements will not be prevented or detected by the or8anization's internal control'

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

describedinthefirstparagraphofthissectionandwouldnotnecessarilyidentifyalldeficiencies
in the internal control that miSht be significant deficiencies and, accordingly, would not

necessarily disclose all siSnificant deficiencies that are also considered to be marerial

weaknesses.ldidnotidentifyanydeficienciesininternalcontrolthatlconsidertobeamaterial
weakne55, as define above.

Compliance and Other Matters

A5partofobtainingreasonableassuranceaboutwhethertheMunicipalityofVegaAltafinan.ial
statements are free of material misstatement, I performed te5t5 of it5 compliance with .ertain

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

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

However, providing an opinion on compliance with those provisions was not an obiective of my

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

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

Govenment Auditi ng Sto ndords.

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

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

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

Toa Baja, Puerto Rico

February 18, 2013

Stamp No 2669120 of Puerto Rico Societv of Cedified Public

accountants was affixed to the record copv ofthis report.

s7 I
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Certified Public Accoun tant
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH

REQUIREMENTS APPLICABTE TO EACH MAJOR PROGRAM

AND ON INTERNAL CONTROL OVER COMPLIANCI

IN ACCORDANCT WITH OMB CIRCULAR A.133

To the Honorable Mayorand
the Municipal 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.5. office of Management and Budget (OMB)

Circulor A 133 Complionce Supplernent lhat ate applicable to each of its major federal programs

for the year ended lune 30, 2012. The Municipality of VeBa Alta's major federal programs are

identified in the summary of audito/s results section of the accompanying schedule of findings
and questioned costs. Compliance wiih the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal pro8rams is the responsibility of the Municipalaty of
Vega Alta's management. My responsibility is to express an opinion on Municipality of Vega Alta

compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in

Govetnment Auditing Stondords, issued by the Comptroller General of the United States; and

OMB Circular A-133, Audits ol Stotes, Locol Governments, ond Non-Profi Orgonizotions. Those

standards and OMB Circular A 133 require that I plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program

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

Alta compliance with those requirements and performing such other procedures as I considered
necessary in the circumstances. I believe that my audit provides a reasonable basis for my
opinion. My audit does not provide a legal determination of Municipality of Vega Alta compliance

with those requirements.

As described in item condition 12-1 in the accompanying schedule of findings and questioned

costs, Municipality ofVega Alta, did not comply with requirement of eligibility which is applicable
to Homeless Prevention Rapid Re housing Program (HPRP). Compliance with such requirement
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 noncompliance described in the preceding paragraph, Municipality
of Municipality of Vega Alta, complied, in all material respects, with the requirements referred to
above that are applicable to each of its rnajor federal programs for the year ended lune 30,
2012_

s8 I
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lnternal Control Over Comoliance

The mana8emenl of the Municipality ofvega Alta is responsible for establishing and maintaininB

effective internal control over compliance with the requirements of laws, regulations, contracls,

and grants applicable to federal programs. ln planning and performing my audit, lconsidered

the Municipality ofVega Alta's internal control over .ompliance with the requirements thar 
'ould

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

procedLrres for the pu.pose of expressing my opinion on compliance, but not for the purpose of

expressing an opinion on the effectiveness of internalcontrolover compliance. Accordingly, I do

not express an opinion on the effectiveness of the Municipality ofVega Alta internal control over

comPliance-

My consideration of internal control over compliance was for the limited purpose des'ribed in

the preceding paragraph and would not necessarily identify all deficiencies in the entity's

internal control that might be siSnificant deficiencies or material weaknesses as defined below

However, as discussed below, lidentified certain deficiency in internal control over compliance

that lconsiderto be significant deficiency

A control deficiency in an entity's internal control over compliance exists when the desiSn or

operation of a control does not allow management or employees, in the normal course of

performing their assigned functions, to prevent or detect noncompliance with a tYpe of

compliance requirement of a federal program on a timely basis. A significont delicienty s a

control deficiency, or combination of control deficiencies, that adversely affects the entity's

ability to administer a federal program 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

inconsequential \ /i1l not be prevented or detected by the entity's internal control' I consider the

deficiency in internal control over compliance described in the accompanying s'hedule of

findings and questioned costs as item condition 12 1 to be significant deficiencY'

A moteriol weokness is a significant deficiency, or combination of significant deficiencies, that

results in more than a remote likelihood that material noncompliance with a type of compliance

requirement of a federal program will not be prevented or detected by the entity's internal

control.

The Municipality of Vega Alta's response to the findinS identified in my audit is described in the

accompanying schedule offindings and questioned costs. I did not audit the Municipality of

Municipality of Vega Alta's response and, accordinglY, I express no opinion on it-

This report is intended solely for the information

Municipality Management, and federal awarding
and use of management, audit committee, the
agencies and pass through entities and is not
other than these specified parties.intended to be and should not

Toa 8aja, Puerto Rico

February 18, 2013

Stamp No. 2669121 otPuerio
Accountants was afflxed to the
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License # 5922
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Schedule of FindinSs and Questioned Costs

For the Year Ended.lune 30, 2012

Section I SummarY of Auditor's Results

tinancialStatements

Type of audito/s report issued:

lnternal Control over financial reporting:

Material weakness (es) identified?

Significant Deficiencv (ies) identified not

considered to be material weakness?

Noncompliance material to financial

Statements noted?

FederalAwards

lnternal Control over maYor programsl

Material weakness (es) identified?

Significant Deficiency {ies) identified not

considered to be material weakness?

Type of auditor's report issued on complian'e

for ma]or programs:

Any audit findings disclosed that are required

to be repofted in accordance with section 510 (a)

of Circular A 133?

ldentification of Maior Programs:

Unqualified Opinion

Yes No x

Yes No x

Yes No x

Yes No x

Yes x No

Qualifled Oplnion

CtDA Number Federa Proeram Name

!4.751 Homelessness Prevention and Rapid Re_Housing Program (Recovery Act Funded)

I4.2)a Community Development Block Grants (State_Administered Small Cities Program)

14.255 CommunitY Developmenl Blo€k Grants (Recoverv Act Funded)

(State'Admanistered Small Cities Program)

14.Alf Section 8 Housing Choice Vouche.s

2O.5O1 FederalTransit Formula Grants

81.128 Energy Ef{iciency and Conservation Block Grant (Recovery Act funded)

Yes x No

I300,000
Dollar threshold used to distinguish

Between type A and B Programs:

Audited qualified as low risk audit
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Section ll. Financial Statement Findings

No matter is rePorted
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MUNICIPALITY OF VEGA ALTA

Schedule of FindinSs and Questioned Costs

For the Year Ended lune 30, 2012

Section lll. FederalAwards Findings and Questioned Costs

CFDA 14-257

FINDING NUMBER 12 1

E. Eligibility

Condition
I performed a test over a sample of twelve (12) cases files and I noted the following:

. The rent a8reementon file was due as of the date of latest reexamination 3/12

. No reexamination was performed every three months 7/12

Criteria
HPRPEligibilityDeterminotionandDocumentotionGuide,porttllAssessment,Poge3,Recerli|jcotion
of Eligibility says..HUD requires grantees and/or subgrantees to evaluate and certify the eligibility of

UCne progr", participants at entrance into the program and at least once every 3 months for ali

householdsreceivingHPRPmediumtermrentalassistanceorotherHPRPservices(e'g',case
management)lastinglongerthan3months,Recertificationmusttakeplacebeforeagranteeapproves
or provides a 4th month of assistance."

HPRP Eligibility Determinotion ond Documentolion Gujde, port V Documentotion' pctge 8'

Documentotion sto,dords states ,,Grantees and subgrantees are responsible for Verifying and

docUmentingtheeligibilityofaIlHPRPapplicantspriortoprovidinSHPRPassistance'Theyarealso
responsibleformaintainingthisdocumentationintheHPRPparticipantcasefileonceapprovedfor
assistance. crantees *ith insufficient case file documentation may be found out of compliance with

HPRPprogramregulation5duringaHUDmonjtorinE,ltisimportantforgranteestodeveloppolicies
andprocedurestoensureappropriatedocumentationisobtainedandinclUdedinHPRPparticipants,
files."

Cause

The Municipality has not established

comply with Procedures necessary

asSistance.

effective internal control neither follow the program Euidelines to

to determine the participants remains eligible to receive the

Effect
TheN4unicipalitymaymistakenlygivea55istancetothoseWhodidn,tremaineligibletoreceivethe
assistance under HPRP Program.

621
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FINDING NUMBER 12 1(CONt,)

Recommendation
The Municipality should follow the HPRP',s Guidelines, establish effective internal control of eligibility

process and increase the staff supervision.

Questioned Cost

None

Auditee ResPonse

TheHPRPprogramwasfinishedon]une30,2012.However,theDirectorofMUnicipalDepartmentof
Familyservicesgaveinstructionstoheremployees,thosewhoarecurrentlyworkingwithfederal
proposal',tofollowprogramsguidelinesinordertocomplywiththeprogramsreqUirements,Alsothe
Municipalrty is looking for personnel who miEht supervise the department employees and assists with

the programs comPliance.
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PRIOR YEAR FINDING 11.1

PROGRAM/ CFDA: COMMUNITY DEVELOPMENT BLOCK GRANTS

(STATE ADMLNISTERED SMALL CITIES PROGRAM) CFDA 14,228

Condition
it," tottoring deficiencies were noted in a test of housing rehabilitation from a sample of 15 files

selected:
. The applications were filled incompletely and without their required signatures 2/15

. the inspections were filled incompletely and without their required signatures' 3/15

Questioned Cost

None

Finding Status

corrected

- pnton YIAR FINDING 11-2

- 
PRoGRAM/ CFDA : sECrlo'ILLEQU5'l!'Gi-E9l!!-VQll!!! CFDA 14 871

condition
- Allthe program's bank accollnts where funds are deposited are not in interest bearing accounts

Questioned Cost

None

Finding Status

Lorrecreo
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