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INDEPENDENT AUDITOR'S REPOR'T

Honorable Mayor and Members

of the MuniciPal Legislature

Municipality of Vega Alta
Vega Alta, Puerto Rico

Report on the FinancialStatements

i have audited the accompa.ying financial statements of the Sovernmental activities, each major fund,

and the aggregat€ remaining fund information ofthe Municipality ofVega Alta ofthe Commonwealth of

Puerto Rico ("the Municipality"), as of and for the year ended lune 30, 2013, and the related notes to

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

listed in the table ofcontents.

Monoqement's Responsibility Jor the Finanaidl Stdtements

ManaSement is responsible for the preparation and fair presentation of these financial statements in

accordance with accountinS principles Senerally accepted in the united states of America; this includes

the design, implementation, and maintenance of internal control relevant to the preparation and fair

presentation offinancial statements that are free from material misstatement, whether due to fraud or

audito t's Responsi bil ity

My responsibility is to express opinions on these financial statements based on my audit' I conducted

our audit in accordance with auditing standards Senerally accepted in the united states of America and

the standards applicable to financial audits co ntained in Government Auditing stondords, issued by lhe

comptroller General of the united states. Those standards require that I plan and perform the audit to

ohtain reasonable assurance about whether the financial statements are free from material

misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the auditor's jud8ment, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. ln making those risk assessments, the auditor considers internal control relevant to the entity's

preparation and fair presentation of the financial statements in order tc design audit procedures that

1l'::':
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are appropriate in the circumstances, but noi for the purpose of expressing an opinion on the

effe(liveness of the entily's internJl control.

Accordingly, I express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of siSnificant accounting estimates made by

management, as wellas evaluatingthe overallpresentation ofthe financialstatements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my

audit opinion.

opinion

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

respective financiat position of the governmental activities, the business_type activities, each maior

fund, and the agBregate remaining fund information of the Municipality of VeBa Alta of the

Commonwealth of Puerto Rico, as of lune 30, 2013, and the respective changes in financial position

thereof for the year then ended in accordance with accounting principles generally accepted in the

United States of America.

Othet Mdttec

Requ i ed Su p pl e me nt o ry I nJo r m ot i o n

Accounting principles generally accepted in the United States ofAmerica require that the morogement's

discussion dnd onolysis ond budgetory comparison informotion on pages 4-13 and 58-59 be presented

to supplement the basic financial statements. such information, althouSh not a part of the basic

financial statements, is required by the GovernmentalAccounting Standards Board who considers it to

be an essential part of financial reporting for placing the basic financial statements in an appropriate

operational, economic, or historical context. I have applied certain limited pro€edures to the required

supplementary information in accordance with auditing standards generally accepted in the [rnited

States of America, which consisted of inquiries of management about the methods of preparing the

information and comparing the information for consistency with management's responses to our

inquiries, the basic financial statements, and other knowledge I obtained during my audit of the basic

financial statements. ldo not express an opinion or provide any aSSurance on the information because

the limited procedures do not provide us with sufficient evidence to express an opinion or provide any

assurance.

Other lnlomation

My audit was conducted for the purpose of forming opinions on the flnancial statements that

collectively comprise the Municipality's basic financial statements rhe combining ond individual

nonmajor fund finonciol stotements ond schedule of expenditutes ol lederol owdtds, as required by

Office of Monogement ond Budget Ciculdr A 133, Audits of Stotes, Local Govemments, ond Non'Profit

Orgonizotions ond the othet inlormotion, such os the introductory and stotisttol secton are presented

for purposes of additional analysis and are not a required part ofthe besic financial statements.

The monogement's discussion ond onolysis ond budgetoty comporison informotion is the responsibility

of management and was derived from and relates directly to the underlying accounting and other

records used to prepare the basic financial statements. Such information has been subjected to the

auditing procedures applied in the audit of the basic financial statements and certain additional

procedures, including comparing and reconciling such information directly to the underlying accounting

and other records used to prepare the basic financial statements or to the basic finan€ial statements

2lri.i{r



themselves, and other additional procedures in accordance with auditing standards Senerally accepted

in the United States ofAmerica.

ln my opinion, the mon ogement's discussion and onolysis and budgetory comporison inlormdtion 1s lai'ly

stated, in all material respects, in relation to the basic financial statements as a whole'

fhe combining ond individuot non'mojor lund finoncial stotements dnd.schedule of expenditures aJ

t"i"rrt r*orit has not been subjected to the auditing procedures applied in the audit of the basic

iinancial statements, and accordingly, I do not express an opinion or provide any assuran.e on it.

Othe, Reporting Requircdb\ Government Auditing Stdndords

ln acco rda n€e wilh 1overnment Auditing stondords, l have a lso issue d my re po rt dated Decem be r 4,

2013 on my consideration of the Municipality's internal control over financial reporting and on my tests

oi i,, .o.pl1"n." *i,r, aertain provisions of laws, regulations, contracts, and grant agreements and other

matters. The purpose of that report is to describe the scope of my testing of internal control over

financial reporting and compliance and the results of that testing, and not to provide an opinion on

internal control over financial reporting o. on compliance' That report is an integral part of an audit

performed in accordance with Govemment Auditing stondords in considering Municipality's internal

control over financial reporting and compliance'

&jr<*
Toa Alta, Puerto Rico

December 4, 2013

sramp No.02691611of Puerto Rlco soc etv ofce(ified Pub ic

Acco!ntants was atf ixed lo the oriSinal report.

CPA Agustin Rodriguez Nieves

Expkes December 1, 2016

License # 4314
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

lune 30,2013

Management of the Municipality of VeBa Alta of the Commonweakh of Puerto Rico (the "Municipality")

orovidesthisMonagement'sDiscusspnandAno/ysisoftheMunicipality'sbasicfinancialstatementsas
::";"Ji':J;; ""il;i. "rii" 

i'ni"'i"r "'ti'itie; 
oI the Municipalitv for the fiscal vear ended rune 30'

io*-*" ""."rr"u" 
readers to consider the information presented here in conjunction with the

"OOia""f 
,"f"r.",a" ,hat we have furnished in the accompanying basic financial statements'

During fiscal Year ended lune 30, 2004, the Mun;cipality implemented the new required financial

,"p"rti,U ,trnaaras established by Statement No 14' Basic Finonciot Stotements and Monoqement's

iirrrir,i, *a Anolysis fot stote ond Locol Govetnments' issued by the Governmental Accounting

ii""irri, t""ta lcommonly known as "GAsB 34") According to this statement' significant required

.Ll"**:..-"", ""0 
structure have been made in the accompanYing Municipality's basic financial

,i"-ru_."*, ", 
of and for the fiscal year ended.lune 30, 2013, which make the accompanying basic

,r""ln-r ,,r,"r"*, not easily comparable to the Municipality's general purpose financial statements

i.lruJ'" ori"r r""rr. However, in f'-rture years, comparisons will be more meaningfuiand willgo further

in e)(plaining the Municipality's financial position and results of operations'

This Management's Discussion and Analysis (MD&A)is prepared as a resultofthe requnements ofGASB

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

a) Assist the reader in focusing on si8nificant financial issues'

bi Provide an overview of the Municipality's financialactivity'

ii ia"",,tt changes in the Municipality'i financial position (its abilitv to address the next and

subsequent Year challenges),

at fa"ntifv 
"nv 

t"t"ri"l deviations from the financial plan (the approved budget)' and

e) ldentify individual fund issues or concerns'

since the MD&A is designed to focus on the cu.rent year actlvities, resulting changes and currently

t no*n f".tr, pl"rr" ,""d it in conjunction with the accompanying basic financial statements'

FINANCIAI HIGHLIGHTS

. The Municipality,s has reported assets and net assets amounting to 5 79,755,306 and 5 51,739,687

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

."ilJ "rr"* "ror*ing 
to 552,440,823 (66 percent of total Municipality's assets)'

. The Municipality has reported total liabilities amounting to 528'015'619 in the accompanying

,t"i".unt or n;t assets. of which the most significant liabilities are: (1) account payables and

"...,"J 
l,"tun,", 151,995,739), (2) bonds pavable (517'895'000) and (3). intersovernmental

152,529,4771- These liabilities account for 80 percent of the Municipality's total liabilities at June 30'

2013.

4l ':: i:.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AITA

Management's Discl-lssion and Analvsis

Ju ne 30, 2013

The Municipality has reported tolal revenues amounting to 525'372'467 in the accompanying

,i"i"."n, ot 
".iiri,i"., 

of which: (1) muni€ipal license tax (53,597,401), 12) rcstricted capital and

"0"l.r,,r,g 
tra*t (54,373,057), {3) propertv taxes {57'302'5OS) and 14) intergovernmental

."",r'url"* (55,621,409) were the most significant revenues amounting to 521'494'377 185

percent of total revenues).

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

amounting to S112,728 in the accompanying statement of activities'

The Municipality's governmental funds reported combined ending fund balances of S18'878'080 of

;J li;,;ir,;;*rresent the fund balances of the seneral fund' "Mantenimiento de obras

,r",.,0"*t y Otras Necesidades" and the debt service fund combined' 52'225'000 Loan'

;r,rr,a;a ;", "convenio AFl, and Emision de Bonos BBVA (iointlv known as the Municipalitv's

major funds).

The Municipatity has reported unassigned fund balance for the general fund amounting to

$1.836,0s0.

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

amountin8 to $3,954,174 in the Sovernmental funds'

USING THIS ANNUAL REPORT

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

or"r,"rrii"r".i"r """ments. 
The new focus is on both the Municipality as a whole {government_wide)

Ino tie ."1o', inairiaral funds. Both perspectives (government-wide and major fund) allow the user to

,Ji'."r, ,-"t"runt qr".tions, broaden a basis for comparison lyear to year or Sovernment to government)

and enhance the Municipality's accountability'

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

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

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

f,no*n 
". 

,'t 
" 

;asic financial statements) This report also contains additional required supplementary

'"i"..",i"" 
(budgetary schedule) in addition to the basic financial statements themselves These

components are described below:

Government-Wide Financial Statements

fhe govenment'wide ?inonciol stotements ate designed to provide readers with a broad overview ofthe

Munlcipality's operations and finance as a whole in a manner similar to private_sector business- These

.i"i"r"n*'p,ouiA" 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

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

focus and the accrual basis of accountinE'

Slras.l



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30.2013

6overnment-Wide Financial Statements (continuation)

This basically means that these financial statements follow methods that are similar to those used bv

most businesses, They take into account all revenues and expenses connected with the fiscal Vear

"na"a,,n"30,2013evenifcashinvolvedhavenotbeenreceivedorpaid.TheSovernment.widefinancial statements include: (1) the statements of net assets and (2) the statement of activities'

Statement of Net Assets

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

lr"r*u"n tt"r" trro it"rs reported as "net assets" (equity) Ove r tim e' increa ses o r de'reases in the net

;;;i;;t t"*" as a useful indicator of whether the financial position of the MunicipalitY is either

improving or deterioratinS.

Statement of Activities

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

ira", ai" n*", Year ended lune 30, 2013 All changes in net assets are reported as soon as the

under]ying event giving rise to the change occurs, regardless of the timing of related cash flows Thus'

,lr"n*.inO 
"*punr", 

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

,",if trrr" fiscal periods (such as uncollected taxes and earned but unused vacation leave) This

statement also pre;ents a comparison between direct expenses and program revenues fo' each function

of the Municipality.

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

,"^n,O"fnr, which consist mostly by taxes and intergovernmental revenues {such as federal grants)'

fufort ,"rui.". provided by the Municipality fall into this category' 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 - governmental

funds and (2) the statement of revenues, expenditures and changes in fund balan€es - governmental

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

Municipallty's governmental funds.

A fund is a groupin8 of related accounts that is used to maintain control over resources that have been

."g,";"*ai"t .p".ifi. activities or objectives The Municipality' like most other state and local

go"r"r-nr"ntr,usesfundaccountingtoensllreanddemonstratecompliancewithfinance_relatedlegal
,'*rfl."r"",t 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

alcountiig sesrecates funds according to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial and contractual provisions'

6lr'rr.



COMMONWEAI.TH OF PUIRTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2013

Fund Financial Statements (cont)

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

rep;rting the Municipality's operations in more detait than the government-wide financial statements'

For finalncial reportinB purposes, the Municipality classifies its funds within the followine fund

categories: (t) 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'

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

,..,'.*. 
' 

the Sovernmental.wide financial statements. However, Unlike the government-wide

finanii"f *","r"ti,t, governmental fund financial statements focus on near-term inflows and outflows

"i"rp""a"Of" 
**"r*s. They also focus on the balances of expendable resources available at the end

ofthe fiscalyear (lune 30,2013). Thisapproachisknownasusingtheflowofcurrentfinancialresources

,""rrre."nt fo.u, and the modified accrual basis of accounting, These statements provide a detailed

,f,ol.it"r, uiu* of the N4unicipality's finances that assists in determining whether there will be

adequate financial resources available to meet the current needs of the Munic'pality' that is evaluating

the Municipality's near-term financing requirements'

Because the focus of governmental funds is narrower than that of the government-wide financial

statements, it ls usefulto compare the fund information presented for governmenlal funds with similar

into.rrtionpresentedforgovernmentalactiv;tiesinthegovernment-widefinancialstatements'Bv
doing so, readers may bette; understand ihe long term impact of the Municipality's near term financial

decisions.

For financlal reporting purposes the Municipality has seven major funds: (1)the general fund' (2)the

debt service fund and (3),,Mantenimiento de obras MUnicipales y otras Necesidades,,,(4) s2,225,000

toan, (5) 3,930,000 Loan, (6) "Convenio AFl" and, (7)"Emision de Bonos BBVA'

Notes to the Basic financial Statements

The notes to the basic financial statements provide addilional information that is essential to a futl

understanding ofthe data provided in the government_wide and the fund financial stat€ments The

notes to the basic financial statements can be found immediately followin8 the basic financial

statements,

Required Supplementary lnformation

The basic financial statements are followed by a section of requi.ed supplementary information

consisting of a budgetary comparison between actual operating results with the original bud8et and the

final amended budget for the general fund.

7l':



COMMONWEAI-TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Managemen!'s Disaussion ano AnalYsis

I une 30, 2013

INFRASTRUCIURE ASSETS

Historicallv,agovernment'slargestgroupofassets{infrastru€ture-roads,bridges,trafficsi8nals,
underground pipes [untess associated with a utility], etc) have not been reported nor depreciated in

Eovernmental financial statements. GASB 34 requires that these assets be valued and reported within

the Sovernmental column ofthe Government-Wide FinancialStatements. Additionally, the government

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

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

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

every third year), by category, measures and demonstrates its maintenance of loca!ly established levels

of service standards, the government may record its cost of maintenance in lieu of depreciation The

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

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

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

Also the Muni€ipality elected to depreciate infrastructure assets instead of using the modified approach-

FINANCTAI" ANALYSIS OF THE MUNICIPALITY ASA WHOLE

NetAssets

As noted earlier, nei 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

S51,739,687 at lune 30, 2013.

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

debt which amount to 528,098,435. The Municipality's net assets are also composed of net assets

amounting to 521,805,204 that are restricted for (1) future debt service payments, (2) the future

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

assets are reported net ofan unrestricted net asset of s1,836,050.

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 Municipality to

provide services to its citizens. Consequently, these assets are not available for future spending'

Although 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 assets themselves cannot be used to liquidate these liabilities.

8l .,,-



COMMONWIAI.TH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Management's Discussion and Analysis

June 30, 2013

The following is a condensed presentation of the M!niiipalitY's financiat position' as reported in the

government wide tinancial statements:

condensed Statement of Net Assets:

Currentand other assets

Noncurent and other.sseis

tong term liabillties outstandi.g

lnvested in caPitalassets, netofrelated debt

5 7,97A,179
1a,776,s47
19,155,346

$.319,792
9 695 A27

28,0I5,619

2a,o9a,435
21,aos,202

1,836,050

j:113e-837_

Changes in Net Assets

The Municipality's net assets increased during the year' Approximately 22 percent of the Municipaliw's

total revenues came from intergovernmental contributions, while 21 percent resuhed from other

.r"n,o"i"*. and 29 percent from property taxes The Municipality's expenses cover a range of

,"r."!. at" largest expenses were for general Eovernment (59 percent), urban and economic

a-"*fop."nt (A plr."nt), public safety (8 percent) and health and sanitation (12 percent)'

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

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis

June 30,2013

The following is a condensed presentation of the Munjcip6ii:'i's results of operations' as reported in the

government-wide financial slatements:

Condensed Statement of Activities:

Operating grants and contributions

Capital grants and contributions

Municipal license taxes

Municipal sales taxes

Licenses and Permits
lntergovernmental contributions

Other

General government

lrrban and economic dev€loPment

Health and sanitatiotr

Culture, r€creation and education

Public housing and welfare

Net increase in net assets

Net assets - at beginning ofYear

Net assets - at €nd ofYear

s 1,880,52s

2,992,531

1,302,505

3,691,401

1,544,660

662,602

s,621,409

1,564,511

2s,266,144

14,194,642

2,032,548

2,102,725

3,108,152

923,347

1,134,859

1,057,1s0

25,753,416

112,128

51,626,959

5 s1,139,681

FINANCIAL ANALYSIS OF THE MUNICIPATITY,S GOVERNMENTAT FUNDS

Asdiscussedearlier,theMunicipalityuse5fundaccountinstoensUreanddemonstratecompliancewith
finance related legal requirements.

Governmental Funds - The focus of the Municipality,s Sovernmental lu,ds i5 to provide information on

near.term inflows, oUtflows, and balance of expendable resources. such information is Useful in

assessing the Municipality's financing requirements. ln particular, u,ossigned lund bolonce .r,ay seNe as

a usefulmeasure of a government's net resources available for spending at the end of fiscalyear'

10 I



COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OT VEGA ALTA

Management's Discussion and Analysis

June 30,2013

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

ofgovernmentalfunds:

Condensed Balance she€t - Govern mental Iunds:

TotalAssets - lvlajor Funds

ToialAssets - Nonmaior Funds

Total assets

Total Lisbilities Major Funds

Total Liabilities ' Nonmajor Funds

Totalliabilities

Fund Balances Maior Funds

Fund Balances - Nonrnajor Funds

Total net assets

Condensed Statem€nt o, Ooerations - Governmental Iunds:

TotalRevenues - Major Funds

Total Revenues - Nonmaior Funds

Totalrevenues

Total expenditures Major Funds

Total expenditures Nonmajor Funds

Totalexpenditures

Other Finacing Sources _ Nonmajor Funds

Other Finacing Uses - Nonmajor Funds

Other Finacing So!rces Major Funds

5 23,606,193

3,928,243
21,535,416

1,493,420
763,916

8,656,996

15,713,773
3,164,307

18,878,080

27,560,565

24,423,674

24,413,A10
4,?63,974

28,777,144

GENERAL FUND BUDGETARY HIGHLIGHTS

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

expend;tures amounting to 5667,000, since the law mandates using the

accumulated in the financial statements.

Revenues Over Expenses ' Major

Revenues Over Expenses - Nonmajor
Total net assets

(2,853,245)

0,1!o,929],

increases in budgeted

beginning fund balances

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

revenues and actual revenue results of 5182,901, which was mainly caused by a reduction of
governmental revenues.

11 l. l



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Manage ent's Di5cussion and Analysis

lune 30, 2013

CAPITAL ASSETS AND DEBT ADMINISTRATION

CapitalAssets

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

5105,011,395 of which 539,094,159 represents infrastructure assets at lune 30, 2013- The related

accumulated depreciation and amortization of capital assets amounted to 552,570,572 of which

528,184,945 is related to infrastructure assets at June 30, 2013 This investment in €apital 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, lighting systems, and

similar items.

Actual costs incurred to purchase or construct capital assets were S5,861,548 for the year ended lune

30, 2013. Depreciation and amortization charges for the year totaled 53,968,658.

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

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

commrtted 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 limiialion 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 lhat 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 Muni€ipality's

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

Capacity").

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

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

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

municipal notes issued in anticipation of the issuance of Seneral obli8ation bonds issued by the

Municipality constitute a first lien on the Municipality's Basic Tax revenues. Accordin8ly, 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 Spec;al Additional Tax levied by the

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

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

generalobli8ation debt of the Municipality.
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COMMONWEALTH OF PUERTO RICO_ 
MUNICIPALITY OF VEGA ALTA

Management's Discussion and AnalYsis

lune 30,2013

ECONOMIC FACTORS AND NEXT BUDGETSAND RATES

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

grants to carry out the governmental activities HistoricallY' property and municipal license taxes have

f,een very predictable with increases not generally exceeding ten percent' FederalSrant revenues maY

- vary if new grants are available but the revenue is also verY predictable'

ThosefactorswereconsideredwhenpreparinStheMunicipality,sbudgetforthe20l2.2013fiscalyears.
-Th",",erenosignificantchangesbetweenthebudgetforfiscalyear20122013endtheoneforfiscal

Year 201\-2012

- FINANCIAT CONTACT

The Municipality,s financial statements are designed to present users (citizens, taxp;yers, customers,

-investorsandcreditors)withageneraloverviewoftheMunicipality,sf]nancesanddemonstratethe
Municipality's' accountability lf you have any questions about the report or need additional financial

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

- Alta, P,rerto Rico,00692 1390'

(This space was intentionally left in blank)
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA AI.TA

Reconciliation of Statement of Revenues, Expenditures

and Changes in Fund Balances Governmental Funds to the Statement ofActivities

Year ended June 30, 2013

Anrounh reported as Net Ass€t! for Govern menta I Aclivlties in the Statem€nt of Net tusets is differentthanthe

amouft reported as Fund Balance in theGovemmentalFund Balance Sheetbe(ause:

TotalFund Equity as Sho$/ onihe Balanc€ sheet _ GovernmentalFunds

capitallsstes used in gov€ rn nr enta I a ctivities arenotfinancialresourcesand,theelore, are not reported in the

Long-term recei\iable are not a receivable of the current Iinancial resources and, theretor€, are not reported !n the

lntergove.nmental neceivable

Long-i€rm liabilitie5, incuding bond payable, are noian obllgatlon ofcurrentfinancialresources and, therefor€, arc

not reported in th€ governmental funds

Bonds, and other long tem debi $ 02210,148)

Accrued obligations compensated ab!€nces 12'218'224],

Accrued obligations -christmas Bonus 096,000) {19,684,374

s 19878,080

57,440,824

s 7,155

98,000 105,155

Net change in netBsrets as reported ln the accompanvlng statement ofactivities

(This space was intentionally left in blank)

The accompanying notes to the basic fi na ncial statement are an integral part ofthis statemenl'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF VEGA ALTA

Re€oncilialion of Stalement of Revenues, Expenditures

and Changes in Fund Balances Governmental Funds to the Statement of Activities

Year ended lune 30, 2013

AmounB rcported for Sovernmentalactivilies in the rccompanYing statementare differcnt because:

Netchange in fund balafces as rcport€d in lhe accompaiying statementofrevenues, expenditures and chan8es in

fund balances'govemm€ntalfunds S {3,954174)

Gov€mmentallundsreportcapitalouilaysasexpendiiures. However,ln the accompanvinS statemeftofactivities,

theco(ofthoseassetsisallocatedoverthelrestimatedusefulllvesasdepreciaUonexpense' 6,669,986

Repayment ofbond and notes principalis lecorded asexpenditures in the Sovernmental funds, but the repavment

redlces longlerm liabilities i0 the statementofnet assets.

Expend;turesand reve ue recorded forgovernment_wide and not for governmentalfunds

Nei chanBe in netatsets as repod€d in the accompanving statementofacllvities

(This space was intentionally left in blank)

The ac.ompanving notes to the basic financial slatement dre an integral part ofthis natement'
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CoMMoNWEALTH oF PuERto Rlco

MUN!clPAUrYoFVEGA ALTA

Notes to Basic Financial Statements
lune 30,2013

1. GOVERNMENTAI. ENTITY AND SUMMARY OF SIGNIFICANTACCOUNTING POTICIES

A. Government BackEround lnformation

The Municipality of Vega Alta of the Commonwealth of Puerto Rico (the "Municipality") is a

local governmenl constituted in 1871 with full legislative, fiscal and administrative powers to

operate as a Sovernment. 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") provide

for separation of powers of the executive, legislative and judicial branches of the

Commonwealth's and the Municipalities' governments. The executive power of the

Municipality is exercised by a Mayor, who is elected every four years and is assisted by the

Administrative cabinet, which is appointed by the Mayor. The legislative power is exercised by

the Municipal tegislature, which is also elected every four years. The judiciary power is
exercised by the General .lustice Court System of the Commonwealth, which has jurisdiction

over the MuniciPalitY.

B. Financial Reporting Entitv

The accounting policies and financial reporting practices of the Municipality conform to the

accounting principles generally accepted in the United States of America ("GAAP") as applicable

to state and localEovernments,

According to GAAP, the financial reporting entity for the Municipality consists of: (1) the

primary government, which is composed of all municipai departments and units under the legal

and administrative control of the Mayor and the Municipal Legislature, and (2) all component

units.

ln evaluatinB how to define the Municipality for financial reporting purposes, the Municipality's

management has addressed all potential entities and organizations that may be cons;dered

component units according to the criteria set forth by Statement No. 1'4, The Financiol

Reporting Entity, as amended by Statement No.39, Determining Whethet Certain Orgonizotions

ore Component LJnits,both issued by the Governmental Accounting Standards Board

GAAP defines component units as those entaties that: {1) are legally separate organizations for

which the Municipality's elected officials are financialiy accountable, and (2) other or8anizations

for which the nature and signiflcance of thek relationship with the Municipality are such that

exclusion of their financial statements from those of the N4unicipality would cause the

Municipality's basic financial siatements to be misleading or incomplete. Financial

accountability exists if the Municipality appoints a voting majority of the or8anization's
governing body, and if either one of the following conditions exist: (1) the Municipality can

impose its will on the organization or (2) the potential for the organization to provide specific

financial benef;ts to, or impose specific financial burdens on, the Municipality.

2t l': . ',:..,



coMMoNWEALlH oF PuERro Rlco

MUNICIPALITY OF VEGA AITA
Notes to Easic Financial Statements

iune 30, 2013

B. Financial Reportinq Entitv {cont.)

GASB Statement No. 39, which was early adopted by the Municipality on July 1, 2003, amended

the provisions of GASB Statement No. 14 to provide additional Suidance to determine whether

certain organizations for which the MunicipalitY is not financiallY accountable should be

repo.ted as component units based on the nature and significance oftheir relationship with the

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

component unit, an organization that raises and holds economic resources for the dkect benefit

of a governmental entity. Such orBanizatlons are legally separate, tax'exempt entities that

meet all of the three 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 considered component units of the

Municipality according to GAAP as of lune 30, 2013 nor for the year then ended.

C. New Finanaial Reporting Model

On July 1, 2003, the Municipality adopted the provisions of Statement No. 34, Bosic Finoncidl

Stotements - and Management's Discussion and Anolysis - for 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 reporting model for state and

localgovernments.

ln addition, the Municipality adopted the following required statements issued by GASB and the

Financial Accounting standards Board ("FAsB"):

l. GASB Statement No, 33 - Accounting and Finonciol Reporting for Nonexchonge

Trunsactions;

li. GASB Statement No. 36 - Recipient Reportinq for Ceftoin Shared Nonexchonge

Revenues;

i/i. GASB StatementNo.lT - Basic Finoncidl Stotements ond Monogement's Discussion

and Anolysis -Jor Stote ond Locol Governments: Omnibus;

iv. GASB StatemenlNo,39 - Determining Whether Certoin Organizotions ore Component

Units;
v. GASB lnterpretation No, 6 - Recognition and Meosurcment of Certoin Liobilities and

Expenditures in Govemmentol Fund finonciol Stotements

vi. GASB lnterpretation No.54 Fund Bolonce Reporting ond Govenmental Fund Type

Definitions
vii. GASB Statement No. 63' Findncial Reporting of Deferred Outflows of Resources,

Deferred lnflows of Resources, and Net Position.

SimLrltaneously to the adoption of GASB Statement No. 34, the Munic,pality adopted certain

pronouncements issued by FASB and all of its predecessor bodies, such as the Accounting

Principles Board (APB), for its governmental activities-
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coMMoNwEArrH oF PUERTo Rlco

MuNlciPAtlrY oF VEGA ALTA

Notes to Basic Financial Statements

June 30,2013

c. New rlra!!!aLBepqr!rlc-I4.9 lr

ln this respect, the Municipality adopted the pronouncements issued by these entilies that

were issued on or before November 30, 1989, and that do not conflict with GASB

pronouncements,

Accordin8ly, on luly 1, 2003 the Municipality adopted the provisions of APB Opinion No' 21,

lntercst on Receivobles and Poyobles, to account for non interest bearing receivables and

payables reported in the accompanying basic financial statements

The effects of implementing the aforementioned pronouncements have been reported as

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

the cumulative effects of such transactions have been reported retroactively as restatements of

fund balances atlulY 1,2003

According to the new financial reporting model 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 ("MD&A") - MD&A is a required supplementary

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

overview of the Municipality's finan€ial activities for the year ended lune 30, 2013 based on

the Municipality's managemenl knowledge of the transactions, events and conditions

reflected in the basic financial statements and lhe fiscal policies that control the

MunicipalilY's oPerations.

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

composed of: (1) a statement of net assets and (2) a statement of activities-

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

Municipality's finances by focLlsing on operational accountability throu8h reporting the financial

positionandresultsofoperationsoftheMunicipalityasawholeUsinsmethodsthataresimilar
to those used by most private businesses.

The statement of net assets provides short term and long_term information about the

Municipality's financial position, which assist management to determine the Municipality's

economicconditionatJune30,2013bypresentingalloftheMunicipality'sassetsandliabilities'
withthedifferencebetweenthesetwoitemsreportedas"netassets"(equity)'Netassetsare
reported in the following three categories:

. lnvested in Capitat Assets, Net of Related Debt - This consist of capital assets' net of

accumulatecl depreciation and amortization and reduced by outstanding balances for

bonds, notes, and other debt that are attributed to the acquisition, construction' or

improvement of those assets.

231 ::,



CoMMoNwEALTH oF PUERTo Rtco

MUNIcIPALIIY oF VEGA AtTA
Notes to Basic Financial Statements

June 30, 2013

C. New Financial Reoorting Modellcont.)

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

Unrestricted NetAssets -These consist of net assets which do not met the definition ofthe
two preceding categories. Unrestricted net assets often are desi8ned 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 statement of activities presents financial information showanB how the I\/unicipalitv's net
assets chan8ed during the year ended lune 30, 2013. The statement ofactivities demonstrates
the degree to which direct expenses of a Biven 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
function, 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. Resources that are dedicated internally by the Municipality are
reported as general revenues rather than as pro8ram revenues. The Municipality does not
allocate general government {indirect) expenses to other functions.

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

3. Fund Financial Statements ("FFS") EFS is a set of financial statements composed of: (1) a
balance sheet (financial position) and (2) a statement of revenues, expenditures and
chan8es in fund balances (deficits) of the Municipality's governmental funds (results of
operations).

The fund financial statements focus on: (1) financial accountability, (2) indivldual 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 fiscel entity accounted for within a set of self-
balancing accounts that €omprise 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, financial and
contraclual provisions,
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COMMONWEATTH OF PUERIO RICO

MuNtclPALlrY oF VtGA ALTA

Notes to Basic Financial Statements

iu ne 30,2013

C. New Financial Reportinq Model(conl.)

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

anefforttoimprovetheconsistencyinreportingfUndbalancecomponents,enhancefund
balance presentation, improve the usefulness of fund balance information' and clarify the

definitions of the governmentalfund types'

ln summary, GASB 54 introduces entirelv new terminology and classification of fund

batances in governmental funds' This new standard also establishes a hierarchv of fund

classifications as follows:

1.Non-soendableAmounts:thatis,thefundbalancewhichcannotbespentastheyare

"rriEt"d 
,ith assets such as inventory, prepaid expenses' long term receivables or

Permanent fund PrinciPal'

2.spendabteAmounts:theseamountscanbespent,butareclassifiedbasedonthe
|.utiii* r*r,gtt 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 Bolonce: this balance represents amounts that are constrained for a specific

p*p*" ,hal."h-"straions of external parties (i e creditors' Srantors' contributors' or

i"*. or ,"grl"tion, of other governments), or by constitutional provision or enabling

i"gi.friio n, 
-pr 

rtu. n, to the definition of "restricted" in paragraph 34 of GASB 34' as

amended bY GASB 46.

Cofimitted Fund Bolance: this balance represents amounts that are constrained for specific

;;rp"*. i."po*d by 
" 

formal action ofthe Sovernment's highest levelofdecision making

iu,i ori,, (i.". amounts that have been committed by a governing bodY legislation'

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

for other purposed unlessthe government used the same acting ittookto originally commit

the amounts.

Assioned Fund Botdnce: this balance represents amounts that are constrained bV the

#rnm;,'t ilr*,t a be used for a specific purpose' but are neither restricted nor

;ommitted. lntent shoutd be expressed by (1) the governing body irself (2) a body (e.9. a

iuOelt committee) or official to whom the governing bodv has delegated authoritv to

assign amoLlnts lo be used for Specific purposes'
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MUNICIPALITYOFVEGAALTA

Notes to Basic Financial Statements

June 30, 2013

C. New Financial ReponinP Modellcont.)

The key distinction between committed and assiSned is that committed monies are set by

the highest authority (i.e. the board) and such restrictions can only be removed bY this

authority.

Unassioned Fund Bolonce: this balance represents the residual mounts for a government's

General Fund; it includes ail amounts that are not classified in the previous three cateSories

(restricted, committed and assigned). Furthermore only the General Fund can report

unrestricted fund balance.

Encumbronce - Ettcrmbrances should not be displayed as a separate classification of fund

balance on the face of the balance sheet. For governments that use encumbrance

accountin8, significant encumbrances should be disclosed in the notes to the finan'ial

statements by major funds and non major funds in the aggregate in conjunction with

required disclosures about other siSnificant commitments'

The minimum number of funds is maintained consistent with legal and self_imposed

managerial requirements established by the Municipality. For financial reportin8 purposes,

the Municipality classifies its funds within the follow;ng governmental fund categories:

ceherul Fund-The Eeneralfund is the chiefoperating fund used to account for allflnancial

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 general fund 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 (3) the demands of sound financial administration

requiringthe use ofa fund otherthan thegeneralfund

Speciol 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 specifi€ purposes other than debt services or

capital projects. The uses and limitations of each special revenue fund are specified by

municipal ordinances or federal and state statutes.

Debt seruice Furd- The debt service fund is used to account for and to repo( financial

resources for that are restricted, committed r assiSned to expenditure principal and interest

for: {1} general lo.g'term debt for which debt service payments are legally mandated to be

a€coun;d for in a debt service fund, and/or (2) general long-tetm debt for which the

Municipalitv is being accumulating financial resources in advance, to pay principal and

interest payments maturing in future Years (such bonds payable and notes payable)'
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New Financial Reporting Model{cont.l

General long term debts for which debt service payments do not involve the advance

accumulation of resources {such as capital leases, compensated absences, claims and

ludgments, advances from CRIM, and landfill closure and post closure maintenance costs)

are accounted for in the Seneralfund.

tong term debt's principal and accrued interest due on July 1 of the following fiscal year are

accounted for as liabilities in the debt service fund at June 30, if resources are available at

lune 30 for its payment.

copitdl Prciects Funds - capital projects funds are used to account for and report the

financial resources that are restricted, committed or assigned to expenditures for capital

outlays including 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 acqulsitions or construction activities that would distort financial resources

trend data if not reported separately from the other Municipality's operating activities'

The routine purchase of capitalizable assets (such as vehicles and other minor capital

assets) has been reported in the Seneralfund.

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 Soods 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 accompanying flrnd financial statements All

Municipalities' funds are classified as Sovernmental for financial reporting purposes'

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

essentialto a user's understanding of the basic financial statements'

5. Required Supplefientary tnformdtion (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) Budgetary Comparison Schedule - General Fund, (2) the Notes to

Budgetary comparison schedule and {3) the schedule of Funding Progress _ Employees'

Retkement SYstem of the Commonwealth of Puerto Rico and lts lnstrumentalities'

Measurement Foclls and Basis ofAccountinE

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 resouaces. Basis of accounting refers to when transactions have been

recognized in the accompanying basicfi nancial statements'
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June 30,2013

Measurement FoEus and Batis olAccounting {cont.l

GAAP provides for the use of two different bases of accountinB, which have been used in the

accompanying basic financial statementsi (1) the accrua! basis and (2) the modified accrual

basis-

The accompanying government_wide financial statements are reported using the economic

resources measurement focus and the accrual basis of accountinS. Accordingly, revenues are

generally recorded when earned and expenses are Senerally recorded when a liability is

incurred, regardless of the timing of related cash flows Grants and similar items are recognized

as revenue as soon as all eliSibility requirements imposed by the provider have been met. All

significant interfund activities have been eliminated from these Sovernment wide financial

statements.

The accompanying fund financial statements are reported using the current financial resources

measurement focus and the modified accrual basis of accounting. Revenues are generally

recognized as soon as they are both measurable and available (that is, earned and collected or

expected to be collected within the next 90 days followinB the fiscal Year end) to pay liabilities

ofthe current period, except propertytax revenues, for which the availability period is 60 days.

ln applying the susceptible to accrual concept to intergovernmental revenLre in the

accompanying fund financial statements, there are essentiallY two types of revenue Forthe

majority of grants, moneys must be expended by the Municipality on the speciflc purpose or

project before any amounts will be reimbursed. Revenue is, therefore, Senerally recogoized as

expenditures are incurred. For the other revenue, moneys are virtually unrestricted and are

generally revocable only for failure to comply with prescribed compliance requirements. These

resources aregenerally reflected as revenue atthetime of receipt or earlier ifthe susceptible to

accrual criteria is met.

ln the accompanying fund financial statements, expenditures and related liabilities are Eenerally

recorded in the accounting period in which the liability is incurred, except for: (1) principal

payment and inlerest on long_term obligations, which are recorded when due, except for
principal and interest due in .July 1 of the following fjscal year which are re'orded 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

liti8ation, and other tongterm obligations, which ere recorded under the accrual basis of
accounting in the accompanying government_wide financial statements,

In December 1998, the Governmental Accounting Standards Board issued Statement No.33,

Accounting ond Financiot Reporting t'ot Non exchonge Tronsoctions ("GASB 33"), effective for

financial statement for periods after lune 15, 2000, which the I\/unicipality adopted on luly 1,

2003. This statement established accounting and reporting standards for non exchange

transactions involving cash and financial or capital resources (for example, most taxes/ grants

and private donations). ln a non-exchange transact;on, a government gives (or receives) value

without directly receiving (or giving) equal value in return
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Measurement Focus and Basis olAccounting lco[L]

This is different from an exchange transaction, in which each party receives and Sives up

essentially equal values. The statement groups non-exchange transactions of governments into

four classes, based on their principal characteristics: (a) derived tax revenue; (b) imposed non-

exchan8e revenue; (c) Eovernment mandated non_exchange transactions; and (d) voluntary

non-exchange transactions.

The adoption of this statement altered significantly the basis of accounting used by the

Municipality for the recognition of revenue and expenditures and related assets and liabilities,

as described above. The effect of the adoption of this pronouncement has been reported as

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

the cumulate effects of such transactions have been reported retroactively as restatements of

fund balances at July 1, 2003.

Maior and Non-maior Funds

under the provisions of GASB 34, the Municipality is required to segregate funds amonB maior

and non-major cateSories within the fund financial statements. Maior individual governmental

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

data from all non-major governmentai funds are a8gregated into a single column, regardless of

fund type. At minimum a fund is considered maior if: {1) itistheprimaryoperatingfundofthe
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 of the correspondinB total for all funds of that category

or type; and,

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

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

.ombined.

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

the "Mantenimiento de Obras Municipales y Otras Necesidades", "Convenio AFl" and

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

lune 30, 2013, and accordingly, have been reported as major funds in the accompanYing fund

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

major for financial reporting purposes.

statutorv {Budsetarvl Accountins

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

is not in accordance with GAAP. Revenue is generally recognized when cash is received'

F.
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Statutorv {Budqeiarvl Accountine - lcont]

Expenditures are generally recorded when the related expenditure is incurred or encumbered_
Available appropriations and encumbrances are established to iapse 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 untilthev are encumbered or otherwise processed
for payment,

ln the governmental funds, encumbrance accounting is a under the statutory basis of
accounting, the Municipality uses encumbrance accounting to record the full amount of
puachase orders, contracts and other commitments of appropriated resources as deductions
from the appropriation prior to actual expenditure significant aspect of budgetary control.

The accompanying budgetary comparison schedule general fund, only presents the
information for the Beneral fund, which is the only Municipality's fund with a legally adopted
budget, as required by GMP-

Eecause 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 fanancial sources for the year ended june 30, 2013 was
presented forthe generalfund as part ofthe accompanying budgetary comparison schedule.

Cash and Cash Equivalents

The Municipality's cash and cash equivalents are conposed ofcash on hand, demand deposits,
and short-term investments in certificates ofdepositwith originalmaturitiesofthree months or

less from the date ofacquisition.

The Municipality follows the practi€e of pooling cash and cash equivalents. The balance in the
pooled cash accounts is available to meet current operating requirements and any excess is

invested in various interest-bearing deposits with private commercial banks.

Cash with fiscal agent in the debt service fund represents additional property tax collections
retained by the Municipal Revenue Collection Center ("CR|M", 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. Such cash balances are restricted for the payment of the
Municipality's debt service, as established by law.

Receivables and Pavables

Activity between funds that are representative of lending/borrowing arrangements outstandinB
at the end ofthe fiscalyear are referred to as either "due tolfrom other funds" (i.e. the current
portion of inter-fund loans).

G.
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Receivables and Pavables (cont.)

Tax receivables in the Seneral fund represent amounts owed by taxpayers principally for

individual and corporate property taxes, municipal license taxes and conslruction excise taxes' A

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

based on actual collections during the 60 days following ihe fiscal yearend related to tax

returns due before yearend. Tax receivables also include amounts owed by taxpayers from

taxable vears prior to lune 30, 2013, estimated to be collectible but not currently available, as a

result oftheadoption ofGASB 33.

Accounts receivebles are stated oet of estimated allowances for doubtful accounts, which are

determined based upon past collection experience and current economic conditions-

lntergovernmental receivables mainlV represent amounts owed to the Municipality by the

commonwealth and lhe federal Sovernment of the lJnited States of America for: (1)

interBovernmental charges, and (2) for reimbursement of expenditures incurred pursuant to

federally funded programs, respectively. ln the accompanying government wide financial

statements, receivables consist principally of all revenues earned at year-end and not yet

received. Allowances for doubtful accounts are based upon historical trends and the periodic

aging of accounts receivable.

Major receivable balances for the governmental activities include municipal license taxes,

property taxes and construction excise taxes, among others.

Non exchange transactions collectible but nol available are deferred in the accompanying fund

financial statements in accordance with the modified accrual basis of accounting, but not

deferred in the accompanying government_wide financial statements in accordance with the

accrual basis of accounting. lnterest income is recorded when earned oniy if collected within 90

days after year-end since they would be considered both measurable and available' Allowances

for uncollectible accounts receivable are based upon historical trends and the periodic aging of

a.counts receivable.

lnventories and Prepaid ExDenses

lnventories consast of materials and supplies held for consumption. 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 capital,zed as an asset. Only significant

;mounts 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 equivalents set aside by the general fund, the capital projects fund and

the special revenue fund are classified as temporarily restricted assets since their use is limited

J.
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J. Temporarilv Restricted Assets {cont}

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

established in the respective debt agreements, {b) the funding of construction and permanent
improvement projects, and (c)the funding offederal and state sponsored programs.

Deferred Charqes

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

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.

321 .,

[. lnter"fund Transactions

Permanent reallocations of resolrrces between the Municipality's funds are classified as inter-
fund transfers. The Municipality has the following types of transactions recorded amonB funds
in the accompanying fund fina ncia I statements:

. Operuting TnnsJeE Legally required transfers that are reported when incurred as

"operating transfers-in" by the recipient fund and as "operating transfer-out" by the
disbursing fu nd.

. lnter-lund Pdyments (Qudsi-extefidl Ttunsoctions) - Charges or collections for services

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

expenditure of the disbursing fund-

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

CapitalAssets

The accounting and reporting treatment applied to the capital assets associated with a fund are

determined by its measurement focus, General €apital assets are long-lived assets of the
Municipality as a whole, such as land, land improvements, easements, buildings, building
improvements, vehicles, machinery, equipment, works, infrastructure and all other intangible
assets that are used in the operations of the Municipality and that have initial useful lives

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

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

other similar assets. ln the accompanying government-wide statement of net assets, all

individual capital assets over the threshold amount of 5500 have been capitalized and

depreciated.
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M. Caoita I Assels{co nt)

ln the accompanying government-wide statement of net assets, all capital assets are valued at

theirhistoricalcostorestimatedhistoricalcostifactualisunavailable,exceptfordonated
capital asset; which are recorded at their estimated fair value at the date of donation'

Estimaiedhistoricalcostwasusedtovaluethemajorityoftheassetsacquiredpriortolune30,
2013. 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 €ategories are:

Land improvements
Buitdings and building improvements

lnfrastructure
Motor vehicles
Furniture and fixtures
Machinery and equiPment

20 years

50years
20 to 50years
7 to 10 years

5 to 20years
5to 20years

Equipment held under capital leases is depreciated under the shorter of its estimated useful life

of r;e 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

N. Deferred Revenues

The Municipality reports deferred revenue on lts basic financial stalements Deferred rpvenue

ariseswhenpotentialrevenuedoesnotmeetboththe"measurable"and"available"criteriafor
revenue reco8nition in the current period. Available is defined as due (or past due) at lune 30'

and collecteJwirhin 90 days {60 days for property taxes) thereafter to pav obliSations 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

w;en the Municipality has a legal claim to the resources, the liability for deferred revenue is

removed and revenue is recognized Deferred revenues at the government_wide level arise

only when the Municipality receives resources before it has a legal claim to them'

DeferredrevenuesatJune30,2013amountedtosl,954,T63intheaccompanyingEovernment'
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
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Compensated Absences (contl

Compensated absences include paid time off made available to employees in connection with

vacation, sick leave and compensatory time. According to GASB 16, the liability for

compensated absences recorded in the accompanying government wide statement of net

assets is strictly limited to leave that: (1) is attributable to services already rendered on o'

before June 30, 2013, 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 contribulions to retirement system and others)

The vacation policy of the Municipality provides for the accumulation of regular vacations at a

rate of 2.5 days per month (30 days per year). Employees accumulate re8ular sick leave at a

rate of 1.5 days per month (18 days per year). Employees accumulate compensatory time at a

rate of 1.5 times the overtime worked. All vacation and sick leave days a€cumulated by

employees in excess of 30 days and 90 days, respectively, are paid to employees each year if

not consumed, as required by law. lnthecaseofcompensatorytime,theexcessof240hoursis
paid to employees each year, if not consumed. Upon termination ofemployment, an employee

receives compensation for all accumulated unpaid regular vacation leave at the current rate ln

the case of regular sick leave, if the employee terminates his or her employment with the

Municipality before reaching 10 years of services, such regular sick leave days is not paid to the

employee, Upon termination of employment, an employee does not receive compensation for

compensatory time, if not consumed. After 10 years of services any regular sick leave balance is

paid to the employee. A€cumulated vacation time is fully vested to the employees at any time'

At June 30, 2013, the Municipality has recorded a liability for compensated absences

afiounlinlto 52,278,224 in the accompanying government-wide statement of net assets'

Claims and Judqments

The estimated amount of the liability for ctaims and judgments, which is due on demand, such

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

Lone-Term Debt

All long term debt to be repaid from governmental resou.ces is reported as liabilities 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 June 30) Bonds

and notes premiums and discounts, as well as, issuance costs, are deferred and amortized over

the life of the debt in the accompanying Sovernment-wide financial statements'

Long term debt for governmental funds is generally not reported as liabilities in the fund

financialstatements.

P.
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LonE-Term Debt fcont)

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 fjnancing sources Premiums received

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

Risk Financinq

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

other losses. The Commonwealth, throu8h its Department of Treasury, pays the insurance
premiums on behalf of the Municipality and then as re,mbursed each year through monthly
equal payments, The current insurance policies have not been canceled or terminated. For

workers'compensation and disability insurance, the Municipality obtains insurance coverage

through the State lnsurance Fund Corporation (a component unit of the Commonwealth) and

the Occupational Disability Fund {which is a trust fund administered by the Depa(ment of
Labor and Human Resources ofthe 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

inter-fund eliminalions have not been made in the accompanying fund financial statements.

s.

U. FutureAdoption of Accountine Pronouncements

The Governmental Accounting Standards Board (GASB) issued the following pronouncements

that have effective dates after June 30, 2013:

Statement No. 65 ltems Previously Reported os Assets ond lioblrt/es-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

T. Use of Estimates

The preparation of basic financial statements in conformity with accountin8 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 basic financial
statements and the reported amounts of revenue and expenses during the reporting period.

Actual results could differ from those estimates.
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Future Adoption of Accountins Pronouncements [contl

Reported as assets and liabilities and recognizes, 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, including deferred outflows of resources and

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

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

instances identified by the Board in authoritative pronouncements 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 Reporting

for Derivative lnstruments, requires the reporting of a deferred outflow of resour€es or a

deferred inflow of resour€es for the changes in fair value of hedging derivative instruments,

and Statement No. 50,Accounting and Financial Reportin8 for Service Concession

Arrangements, requires a deferred inflow of resources to be repoted by a transferor
government in a quatifying serviae concession arrangement. This Statement amends the

financialstatement element classification ofcertain items previously reported as assets and

liabilities to be consistent with the definitions in Concepts Statement4.

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

financial statement elements deferred outflows of resources and deferred inflows of

resources, such as changes in the determination ofthe maior fund calculations and limiting

the useofthe term deferred in financialstatement presentations.

The p rovisions of th is Statem e nt are effective for financialstatements for periods beSinning

after December 15, 2013- Earlier application is encouraged.

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

Municipality's financial statements.

. Statement No. 66 Ie chnicot Corrcctions-2112-a n amendment ofGASB Statements No' 10

and No. 62-The obiective ofthis Statement is to improve accounting and financial reporting

for a governmental financial reporting entitY by resolving conflicting guidance that resulted

from the issuance oftwo pronouncements, Statements 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

Pronouncements.

This Stotement omends Stotement No. 10, Accounting ond Finonciol Reporting for Risk

Finoncing and Reldted tnsurcn.e lssues, by rcmoving the provision thot limits fund bdsed

reporting of on entity's risk linancing activities to the generolfund ond the internol seNice

fund type- As o result, governments should bose thei decisions obout iund type

classificotion on the noture of the activity to be reported' os rcquired in Statement 54 ond

z6l :



CoMMoNWEAITH oF PUERTo Rlco

MU ICIPAT|IY OF VEGAAITA
Notes to Basic Iinancial Stdtements

June 30,2013

U. Future Adootion ofAccountinq Pronouncements l€ontl

Statement No.34, Bosic Finonciol Statements-ond Monagement's Discussion ond

Analysis-for Stote and Locol Governments-

This Statement olso omends Stdtement 62 hy modit'ying the specific guidonce on occounting

fot (1) operoting leose payments thot vory Jrom o sttoightline basis, (2) the dilference

between the initial investment (purchose price) ond the principdl omount ol o purchosed

loon or group oJ loans, ond (3)se^ticing fees r?loted to norlgoge loonsthot ore sold when

the stoted servicefee rote diflers sign iJicantly from a currcnt (normol) seNicing fee rate'

These chonges clorify how to apply Stotement No.13' Accounting for Operoting Leoseswith

Scheduled Rent lncreoses, and rcsult in guidonce thot is consistent with the requirements in

Stotement No- 48, Soles ond Pledges of Receivables ond Future Revenues and lntro-Entity

Tronsfers of Assets ond Future Revenues, respectively,

The provisions of this stotement ore eJlective lor Jinoncidl stotements lor periods beginning

olter December 15, 2072- Earlier opplicotion is encouroged'

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

Municipality's fi nancial statements.

. Statement No. 67 Fironcidl Reporting for Persio, P/o,s an amendment of GASB Statement

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

governmental pension plans This Statement results from a comprehensive review of the

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

regard to providing decision useful information, supporting assessments of accountability

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

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

and Note Disclosures for Defined Contribution Plans, and No 50, Pension Disclosures, as

they relate to pension plans that are administered through trusts or equivalent

arrangements (hereafter jointly referred to as trusts) that meet certain criteria The

requirements of Statements 25 and 50 remain applicable to pension plans that are not

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

contribution plans that provide postemployment benefits other than pensions'

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

and financial reporting requirements related to pensions for governments whose employees

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

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

contribute to those Plans.

Thisstatementandstatement63establishadefinitionofapensionplanthatrefle€tsthe
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-
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U. Future AdoDtion ofAccountinF Pronouncements {cont)

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

2013. Earlier application is encouraged.

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

Municipality's financial statements.

. Statement No.68Accountinq ond FinanciolReporting lor Pensions-an amendment ofGASB

Statement No. 27-The primary objective of this Statement is to improve accounting and

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

provided by state and local governmental employers about financial support for pensions

that is provided by other entities. This Statement results from a comprehensive review of
the effectiveness of existing standards of accounting and financial reporting for pensions

with regard to providing decision-useful information, supporting assessments of
accountability and inter-period equity, and creating additional transparency

This Statement replaces the requirements of Statement No 27, Accounting for Pensions by

State and Local Governmental Employers, as well as the requirements of Statement No-

50, Pension Disclosures, as they relate to pensions that are provided through pension plans

administered as trusts or equivalent arrangements (hereafter jointly referred to as lrusts)

that meet certain criteria. The requirements of Statements 27 and 50 remain applicable for
pensions that are not covered by the scope ofthis Statement.

Statement No. 67, Financial Reporting for Pension Plans, revises existing standards of
financial reportinB for most pension plans. This statement and Statemenl 67 establish a

definition of 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.

This Statement is effective forfiscalyears beginning afterlune 15,2014. Earlier application

is encouraged.

The N4unicipality has not yet determined the effect this statement will have on the

Municipality's flnancial statements.

. Statement No- 69 6overnment Combinotions ond Disposols of Government Opetotions'This

Statement estabiishes accounting and financial reporting standards related to Sovernment

combinations and disposals of government operations. As used in this Statement, the

tetm govefiment combinotion includes a vatiew of transactions referred to as mergers,

acquisitions, and transfers of operations.

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

whether an exchange of signiflcant consideration is present within the 
'ombination

transaction, Government mer8ers include combinations of legally separate entities without

the exchan8e of significant consideration. This Statement requires the use of carrying values

to measure the assets and liabilities in a government merger.
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Conversely, government acquisitions are transactions in which a government acquires

another entity, or its operations, in exchange for significant consideration-

This Statement requires measurements of assets acquired and liabilities assumed Eenerally

to be based upon their acquisition values This Statement also provides Suidance for

transfersofoperationsthatdonotconstituteentireleSallyseparateentitiesandinwhichno
significant consideration is exchanged This Statement defines the term operotionslot
purposes of determining the applicability of this Statement and requkes 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 accounting and financial reporting guidance for

disposals of Sovernment operations that have been transferred or sold'

This Statement requires disclosures to be made about government combinations and

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

nature and financial effects ofthose transactions

The requirements of this Statement are effective for government combinations and

disposals of Sovernment operations occurring in financial reporting periods beginning after

December 15, 2013, and should be applied on a prospective basis Earlier application is

encouraged,

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

Municipality's Ilnancial statemenrs.

2. STEWARDSHIP, COMPLIANCE,ANDACCOUNTABILITY

The Municipality's general fund is the only Sovernmental fund for which an annual budget is legally

adopted'TheMunicipality,selectedMayorislegallyrequiredtoprepareandsubmittotheelected
Mu;icipal Legislature an annual balanced budget for the ensuin8 fiscalyear' Theannual budget is

preparedbytheMunicipality'sDepartmentofFinance,andtakesintoconsiderationtheadvice
provided by all municipal departments and divisions The appropriations made for anv fiscal Year

;hall not exceed the total revenues, including available surplus, estimated for said fiscal year' unless

the imposition oftaxes sufficientto coversaid appropriations is provided by law'

The annual budget, which is developed utilizing elements of performance-based program budgeting

and zero-based budgetinS, includes an estimate of revenues and other financing resources of the

ensuing fiscal year under: (1) laws exasting at the time the budget is submittedj and (2) municipal

legistatr:ve measures proposed by the MaYor and submitted with the proposed budget' as well as the

Mayor' recommendations as to appropriations that in his judgment are necessary' convenient' and

in conformity with the four_year Sovernmental plan adopted by the Municipality'
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Notes to Basic Financial Statements
June 30,2013

2, STEWARDSHIP, CoMPLIANCE, AND ACCOUNTABITTTY{cont )

The Municipal Legislature may amend the budget submitted by the Mayor but may not increase anY

it".s,of,|itoc-auseadeficitwithoutimposingtaxesoridentifyingothersource!ofrevenueto
c_over sucf, aeficit. Upon approval by the Municipal Le8islature' the budget is referred to the Mayor

irio ."y 0".r""." oi"liminate any line item but may not increase or inseft any new line item in the

budget. The Mayor may also veto the budget in its entirety and return it to the Municipal

Legislature with his objections-

lf a budget is not adopted prior to the end of the fiscal year' the annual budget for the preceding

ii*"i v"lr, * "ppt"""a 
by the tegislature and the Mayor' is automatically renewed for the ensuing

nr."i ,""r,*,f i*,rni;ipal Legislature and the Mayor approve a new budget This permits the

vunicipality to continue makinS payments for its operations and other purposes until the new

budget is aPProved.

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

accordance.withGAAP,Accordingly,forbudgetarypurposestheMunicipalityulesencumbrance

".."rri'"t. 
,f," encumbrances (principally purchase orders and contracts) are considered

",,p""ai 
ri", when a commitment is made. For GAAP reportin8 purposes, encumbrances

o,.,."nd,n, 
". u"",'"nd are reported as reservations of budgetary appropriations and GAAP fUnd

b"t"n.", 
"n'd 

do no,.onstitute expenditures or liabilities on a GAAP basis because the commitments

will be honored durin8 the subsequent year. The encumbered balance of any appropriation ofthe

c"n"r.f trnO at the e;d of the fiscal year will lapse to the following fiscal year' In addition' the

iaunicipal Legislature may direct that certain revenues be retained and made available for spending

within a specific appropriation account

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

a"p"nr"* or division of the Municipality However, the Municipality is statutorily required to

satisfy the debt service requirements, regardless of whether such amounts are appropriated or not'

Appropriations are enacted for certain departments and divisions Appropriations for capital

;;";t;;" made for each bond/note issue and the authorization continues for the expected

construction Period,

The Municipality's Finance Uepartment has the responsibility to ensure that budgetary spending

.ontroii. In"ini"in"a on an individual department/division basis. The tinance Department may

ir""l*, o"i 
"r. 

,ff 
"t 

r"y encumbered balance within a department to another department subject

," 
"OOt"r", 

Budgetary control is exercised through the Municipality's accounting sYstem This

,r.i", "n.rl,", 
ihat encumb'ancet or expenditures are not processed if thev exceed the

i'"p"l,rr"ntlati.ion', total available spending authorization' which is.considered its budget The

Li"i l"r"L "t 
bud8etary control is at the indivldual department level for the general fund

"'r"*"O,trr"t, 
prin.iprl 

"na 
interest due for the year for the debt service fund' and bV bond/note

authori2ation for capital expenditures'

401 '.,



CoMMoNWEALTH oF PUERTo Rlco

MUNICIPALITY OT VE6A ALTA

Notes to Basic Financial Statements

June 30, 2013

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILTTY{cont )

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

Fund is the budg;t ordinance at June 30, 2013 representing the oriSinal budget' as amended' There

were no supplemental appropriations for the year ended Ju ne 30' 2013-

3. CASH AND INVESTMENTS

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

ni.o ('lcoe'l), , gor"rnrental bank and component unit of the Commonwealth who serves as fiscal

aBent ofthe Municipality, and in various commercialbanks located in Puerto Rico'

The balances deposited in GDB are uninsured and uncollateralized The balances deposited in

commercialbanksareinsUredbytheFederalDepositlnsulanceCorporation'However,underthe
laws and regulations of the Commonwealth, public funds deposited in commercial banks must be

fuily collater-alized for the amount deposited in excess of federal depository insurance provided by

theFDlc'AllsecuritiespledgedascollateralareheldbyanagentofthesecretaryoftheTreasUry
ofthe Commonwealth in the name ofthe Municipality'

Municipality follows the practice of pooling cash At lune 30, 2013, the pool cash account in interest

bearing commercial banks accounts had a balance of 56 3 miilion of which S4 3million are in the

i"n"r"-t frna, and 52.0 million in other Governmental Funds, all was deposit in Popular Bank of

Puerto Rico.

The Municipality maintain a certified of deposit of 5764,993 with a commercial bank which served

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

Municipality follows the provisions of GASB Accounting Standards Codification Section C20' Cash

Deposit with Financial lnstitutions, related with cash deposit and interest-earning investment

contract with financial institutions. Accordingly, the following is essential information about credit

risk, interest rate risk, custodial credit risk, and foreiSn exchange exposure of deposits and

investments at I une 30, 2013:

A. Credit Risk

This h the risk that an issuer or other counterparty to an investment will not fulfill its obligations'

At.June 30, 2013, the Municipality has invested only in cash equivalents of S9'7 million consisting

of deposit in commercial bank accounts, which are insured by the FDlc, generally up to a maximum

of S25O,OO0. As previously mentioned, public funds deposited by the Municipality in commercial

banksmustbefullVcollateralizedfortheamountsdeposited.nexcessoftheFDlccoverage.

B. Custodial Credit Risk

This is the riskthat, in the event ofthe failure ofa depositorY financialinstitLrtion, the Municipality

wilt not be able to recover its cash and investments or will not be able io re'over collateral

securities that are in the possession ofan outside party'
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Notes to Basic Financial Statements

June 30, 2013

CASH AND INVESTMENTS (cont)

B. Custodial Credit Risk (continuation)

Pursuant to the lnvestment Guidelines for the Government adopted by GDB' the Municipality may

invest in obligations of the Government, obligations of the United States' certificates of deposit'

commercial p;per, banke/s acceptance, or in pools of obligations of the municipalities of Puerto

nico, which are managed bV GDB. At June 30, 2013, the Municipality has balances deposited in

commercial banks am;unting to 59 7 million which are insured by the FDlc up to the established

limitandtheexcessarefullYcollateralizedasexplainedabove'DepositsinGDB,amountingto
513.6 million are uninsured and uncollateralized' However, no losses related to defaults by GDB on

deposittransactionshavebeenincurredbytheMunicipalitythrou8h]Une30,2013.lti5
management's policy to only maintain deposits in banks affiliated to FDIC to minimi2e the custodial

credit risk, excePt for GDB.

C. lnterest Rate Risk

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

ofaninvestment.TheMunicipalitymana8esitsexposuretodeclinesinfair./aluesby:(1)not
including debt or equity investments in its investments portfolio at June 30' 2013' (2) limiting the

weighte-d average maturity of its investments in certificates of deposit to periods of three months

or lfss, and (:) keeping most of its banks deposits in certificates of deposit and in interest bearing

accounts generating interest at prevailing market rates'

D. Foreign Exchange Risk

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

aepos;i. eccoraing to tJ aforementioned investment Suidelines' adopted by the Municipality' the

ur-rnicipality is prevented from investinB in foreign securities or any other types of investments for

which foreign exchan8e risk exposure may be siSnificant'

The Municipality's bank balance of deposits

categorized lo provide an indication of the level

June 30,2013.

Risk categories are described as follows:

and investrnents with financial institutions are

of collateral risk assumed by the Municipality at

Cate8ory 1:

Category 2:

Category 3:

lnsured or collateralized wiih securities hetd by the Secretary of the

fredsury'dgents in the Municipalitv's name'

Collateralized with securities held by pledging financial institution's trust

department or agent in the Municipality's name'

Uncollateralized; including any bank balance that is collateralized with

securities held bv the pled8ing {inancial institution or by its trust department

or a8ent bul not in the Municipality'\ name'
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MuNlclPALlw ot VEGA 
'1ITA

Notes to Basic Financial statements
I une 30,2013

3. CASH AND INVESTMENTS (cont)

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

financial institutions of the Municipality at lune 30, 201l consist of the followinS:

CaryinB

with

Bank

Balance

Deposits in commercial banks

Deposits in governmental banks

s 9,650,949

13,645,263

s 9,772,274

13,645,263

s,23A1J-fir

Total

Bank ba,a nces of d eposits and investments:

Category 1

Catego.y 2

Category 3

Totalbank balances

MUNICIPALTAXES

A. MUNICIPAL LICENSE TAXES

s 13299,/2

513,694,949
6,371,933

3,350,655

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

Municipality, which are not totally or partially exempt from the tax pursuant to the lndustrial

lncentives Acts of the Commonwealth of Puerto Rico. This is a self_assessed tax based on the

business volume in gross sales as shown in the tax return. The declaration filing date is ten days

after lhe State lncome Tax is filed (the1sth day of April each Year). Entities with sales volume of S 1

million or more must include rates established by the Municipality. At lune 30, 2013, the municipal

tax rates imposed by the Municipality were 1.50 per€ent for financing institutions and 0'50 percent

for any other taxpayers. AnY taxpayers, who have been granted with partial tax exemptio's under

any of the incentive tax taws of the Commonwealth, ultimately paY municipal license taxes at

reduced tax rates, generally between 50 percent and 90 percenl under standard rates'

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

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

calendar Vear. The tax can be paid by the taxpayer in two equal installments: (1) the first payment

due in July 15, and (2) lanuary 15 subsequent to the filing of the declaration' The first installment

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

of the declaration, while the second installment of the tax covers the taxable period (six months)

ended lune 30 of the subsequent calendar year. lf a taxpayer elects to pay the tax in full on the

filing date of the declaration, a 5 percent discount is granted automati'ally on the tax amount due'
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COMMONWEALTH OF PUERTO RICO

MUNICTPATITY OE VEGA ALTA

Notes to Basic Financial Statements

'lune 30' 2013

MUNICIPALTAXES (CONI}

A. MUNICIPAL LICENSE TAXES (CONt)

Any municipal license taxes collected in advance (that is, prior to lune 30 but pertaining to the next

ii.."i v""4 "l." 
r".ora"a as deferred revenues' As oflune 30' 2013' the total municipal license tax

,"."*,0t"(nooftheallowanceforestimateduncollectibleamounts)Was58,268(baseof
subsequent or days collections).

B. MUNICIPAL SAI.ESAND USE TAX

On September 23, 2006 the Municipal legislature of the Municipality of Vega Alta approved the

Orainance lto. lS iSeries 2006'2007) based of State Public law No' 117 of July 4' 2C06 establishine

" 
io."i ,rt", 

"na 
,i" ,", of 1.5% over the sale of goods and services made within the Municipalities

boundaries.TheordinancewaseffectivetendaysafterpUblicnotice,andUnderthisordinance,

"u"f 
irrin"r, Ooing,"tail sales is required to register on the Municipality to obtain a retailer's

Registration certificate. The retails are required t; file monthly sates tax returns by the 1o'h dav

following the month in which the tax was collected-

On July 29, 2007, the State Public Law No SO established that the municipalities mav collect only

iOga ot it. ."f"t and use tax and the Puerto Rico Treasury Department (PRTD) the other 0 5%'

Resourcescotlectedwouldbeuseforconstruction,permanentimprovements,healthandpublic
safety services, the improvements in the management of solid waste dhposal and the

implementation of recycling programs by the Municipality'

ThetaxcollectedbyPRTDwillbedislributedtothemunicipalitiesinthreeseparatefunds:
vrnl.ip"i o"r"top.unt Fund, Municipal Redemption Fund and Municipal lmprovements Fund'

if," ,r"n'o"f Divelopment Fund will be based on o2 % of the o5 % collected but will be

Oi.iriUrt"a ,itf,in alt municipalities by formula based on total amounts collected' operational

Orlt"ii 
""a 

population- Another o 2% will be deposit on a Municipal Redemption Fund in the

Lorirn*"nt o"r"toprnent Bank for puerto Rico (GDB) and use only for the repayment of future

municipal loans to COe. The other 0'1 % will be deposit in a Municipal Improvements Fund in GDB

"rJ "ti't""0 
by the state Legislature for construction and permanent improvements projects to

in" ,r"i.io"rn,".. orr'ng y""i zotz zot3 th" tutunicipalitv collected S1'554'660 from sales taxes'

PROPERTYTAXES

The lvlunicipality is authorized by law to impose and collect personal and real property taxes'

Personat property taxes can be imposed to any naturat or legat person engaged in trade or

businessthatat,lanuarylofeachyearisownerofpersonalpropertyusedintradeorhUsiness'

Personal property taxes are self_assessed by taxpayers every yeer using the book value of personal

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

i"r.on"i prop".rv t"* ,"turn filed on May 15 subsequent to the assessment date

5.
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MuNlclPALlrY oF VEGA ALTA

Notes to Basic Financial Statements

lune 30, 2013

PROPERTYTAXES (cont)

At June 30, 2013, the total personal propertY tax rate in fo'ce was 6 38 percent (of which taxpavers

o"r-i.r8'*."", and .20 percent is reimbursed by the Department of Treasury of the

Commonwealth,RealpropertytaxesareassessedbycRlM.Theassessmentonrealpropertyis
made every January 1 and is based on estimated current values of the property deflated at 1957

market prices. At June 30, 2013, the total real property tax rate in force was 8 38 percent (of

which 8.18 percent is paid by taxpayers).

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

515,000 ofthe assessed value (at 1957 market pricesi For such exempt amounts' the Department

of Treasury of the Commonwealth assumes payment of the basic tax (4'00 and 6 00 percent for

personal and real property, respectivelylto the Municipality, except for property assessed of less

;han $3,500 lat 1957 market prices), for which no payment is made Revenue related to the basic

t", on 
"re.pt 

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 co'le'ted to the

Municipality to be used for the partial funding of the debt service requirements on general

obligations and notes payable of the Municipality' ln addition, 1 35 per€ent of the total personal

and real property taxes collected by CRIM is restricted for debt service requirement! of the

vunicipality and is retained by GDB for such purposes' Accordin8ly, such amount is re'orded as

revenues in the debt sewice fund when collected and reported by the CRIM'

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

unit reported as an enterprise fund of the Commonwealth, which currently operates several

betting alternatives to the citizens of Puerto Rico- The Additional Lottery is required every year to

distribute a portion ofits excess of revenues over expenses as follows:

i. Thir, five percent (35%) of its net earnings {defined as the excess of revenues over' 
"*p"nr", 

lur, ,n 
"mount 

earmarked for the Fund for Rent and Home lmprovement subsidy

Program for the Low_lncome Qualifling Elderly) is earmarked to the municipalities of the

Commonwealthofwhichamaximumof$25million,onanannualbasis,isdi(tributedto
the Municipal Equalization Fund held by CRIM to cover operating expenses and permanent

improvements of the municipalitres'

ii. An additional amount not exceeding 516 million, on an annual basis' is distributed to the

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

municipalitiesofthecommonwealth.whenthea.cumulatedmunicipalappropriations
fromthemunicipalities,PuertoRicoHealthReformarecoveredupto]une30,1997,these
resourceswjllbeassignedtotheHealthlnsuraceAdministration,acomponentUnitofthe
Commonwealth.

Totat property tax receivable, net of allowance for uncollectible accounts amounted to S28'618

at.June 30,2013.
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COMMONWEALTH OF PTIERTO RICO

MuNlclPALlrY oF VEGA ALTA

Notes to Basic Financial Statements

June 30,2013

6. INTERFUND BATANCES

On July 1, 2001 the Municipality adopted the provisions of Statement No 38, Certain Finoncial

Stotement Note Disclosures, issued by the Govemmental Accounting Stondords Boord fhis

statementrequiresthedisclosureoftheflowoflesourcesbetweenfundsandtoassessthe
collectibles of inter fund balances, lnter.fundbalancesatJune30,20l3consistedofthefollowin8:

Iiitiond.sffi orh.r

$pqooobn 9?r15,000iM coDoh^R

Rrid ruids

$10nq J 5lqn'q

s u1f.,r6el 5 s!0,026

Gmhmid6ftnh.6l

rui&

At lune 30, 2013

management.

46 1r.
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CoMMoNWEALTH oF PuEfiTo RIco

MuNlclPArifl oF VEGA ALTA

Notes to Basic Financial Staiements

June 30,2013

7. INTERGOVERNMENTAL RECEIVABLE AND PAYABLE

Due to othergovernmental units ofthe Seneralfund for services rendered to the

Municipality consists of the following:

lnte4ovemheilal receivable:

PR E ectrcPowerAulhorltY

Tot'!

rnte4ovemm€ntal pay3ble:

General Govermenlal soruices

PR0ep tmentoftheTreasurv

Employees Retirefr eni systed of

the Govehment of Puerto Rico

PR Waler :nd sewerAuthortv

PR E ectacPowerAutho tY

2,369,135

850,363

2,36S,13S s 2,369,11s

9n,324

1,220,003

3,pa

3,511

31,218

2,369,115

3,511

31,213

2,369,135

31,213

2,359,135

(This space was lefl intentionallv in blank)
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MUNtCtPATITY OF VEGA ALTA

Notes to Basic Financial Statements

lune 30,2013

CAPITAI. ASSETS

Capital asset activity for the Year ended June 30, 2013' was as follows:

- 
lealt!

- 3!32424
1ot.01119!

-- -:3E9,lZ

377,3)a

:-----e4:.:41: !----.lir:.!:: t----e=92

Depreciation and amorlization expense was charged by functions in the accompanying government

wide statement ofactivities as follows:

High way and urban develoPment

Publichousingandwelfare

Culture, recreation and education

urban a nd econo mic develoPment

Total depre.iation and amortization exp€nse

s 119,206

a74,143

7,712,595

39,735

476,A26

7,346,7L3

5 1,968,6s4
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Notes to Basic Financial Statements
lune 30, 2013

9. DEFERRED REVENUES

Deferred revenLles recorded in the accompanying GWFS and the GFFS are as followsl

A.GeneralFund:

Deferred revenue of 51,951,029 in the general fund is related to municipal li'ense tax

collected in fiscalyear 2013-12 that will be earned in fiscalyear 2013-14-

B. Other Governmental funds:

FederalGovefnmentandotherfunds$3,T34Thedeferredrevenuespresentedinother
g"""r"."",a funds represent the portion of federal grants received for which qualifying

expenditures have not been incurred.

10. EMPLOYEES RETIREMENT SYSTEM

The Municipality's employees participate in the Employees' Retirement System of the Government

of puerto Rico and its instrumentalities (the ,,system"). The system ls the administrator of a multi-

".ploy", 
co.t-rhrring (as related to the Municipality's reporting entity) defined pension plan

",."uti.r,"auy.n"co,monwealth'TheSystemwascreatedunderAct'No,44TapprovedonMay15, 1951, as amended, and became effective on January 1' 1952 The System covers all regular

"rOf"V"* "t 
the Commonwealth and its instrumentalities' the Municipality and other

municipalities of the Commonwealth'

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

purpo* ott"l, *r" to benefit each system's participants' The System issued publicly available

irr'".n-, *o"nt that include its basic financial statements and required supplementary

information ior each of them, including 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

oenefits are avaitarte to members for occupational and non occrlpational death and disabilities'

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

Benefits vest after 10 yeers of plan participation'

Retiremeni beneflts are determined by the application of stipulated benefit 
'atios 

to the member's

average compensation Average compensation is computed based on the highest 36 months of

comPensation recognized bY ER5'

Ano{

fi

Ifi

lirjl
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MUNICIPATTTY OF VEGA AiTA

Notes to Basic Financial Statements

June 30, 2013

10. EMPLOYEES RETIREMENTSYSTEM(cont.)

The annuity, for which a plan member is eiiSible, is linrited to a minimum of S200 per month and a

meximum of 75 percent of the average compensation'

On September 24, 11ggg, an amendment to Act No 447 of May 15' 1951' which created the

System, was enacted with the purpose of establishing a new pension system ("System 2000")'

S;stem 2o0o became effective on January 1, 20oo Employees participating in the current system

as of December 31, 1999, had the option to either stay in the defined benefit plan or transfer to

the new program. Persons joining the government on or after lanuary 1' 2000' are required to

become members of System 2000

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

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

ofthecurrentdefinedbenefitplan.NeithertheCommonwealthnortheMunicipalitywill
guarantee benefits at retirement age. The annuity will be based on a formula whi'h assumes that

Iach yearthe employees'contribution (with a minimum of8-275 percent ofthe employees' salary

up to a maximum of 10 00 percent) will be invested in an account which will eitheri (1) earn a fixed

ratebasedonthetwoyearconstantMaturityU.s.TreasuryNote;(2)earnarateequaltoT5
percent of the return of the System 2ooo,s investment portfolio {net of management fees); or (3)

;arn a combination of both alternatives. Participants receive periodic account statements similar

to those ofdefined contribution plans showin8 their accrued balances

Oisability pensions are not bein8 Eranted under System 2000 The employer's contributions (9 275

percent oi the employees' salary which is applicable to the Municipality) will be used to fund the

current Plan

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

current plan on or laterJanuary 1,2000

Fundino Policv:

Contribution requirements are

Municipality
Employees:
Hired on or before March 31, 1990

Hired on orafterApril 1, 1990

During the fiscal year ended June 30, 2013 the employe/s contributions paid by the Municipality

to Ooih retire.ent systems amounted to S386,s67 On August 12' 2000' Act No 174 was

"ppror"a 
to 

"ffo, 
.".t"in participants of the ERS to be eliEible for early retirement upon attaining

a; least age 55 with 25 years of service, provided they made their election on or before April 1'

2001.

established by law and are as follows

11.275%ofgross salary

5.775%ofgross salary uP to S6,600

8.275 % of gross salarY over 56,600

8.275% of gross salary

s0 l)-"



COMMONWEAIH OF PUERIO RICO

MUNICIPATIY OF VEGA ALTA

Notes to Basic Financial Statements

lune 30,2013

10. EMPLOYEES RETIREMENT SYSTEM(cont )

ThosewhoelectedearlyretirementUnderthislawwillreceivemonthlybenefitsofT5percent(if
25 or more years of service and age 55, or 30 or more years or services and age 50) or benefits of

ii pur."n, iif zs years of service by less than age 55) of their average compensation' which is

computed based on the hiShest 36 months of compensation reco8nized by the System ln these

cases, the employer (including the Municipality) is responsible for contributing to the System the

amount needed to cover the benefit payments and employer contribution with respect to the

participants covered untilthe participants reach the normal retirement age'

Historically, the Commonwealth has reported the System as a sin8le_employer plan (as relates only

to the fin;ncial reporting entity of the Commonwealth) in its comprehensive annual financial

report. Accordingly, the Commonwealth will assume any actuarial deficiency that maV exist or

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

aciualialdeficienciespertaininStomunicipalemployeesparticipatingintheSystem'The
Municipality is only required by law to make statutory contributions in the rates mentioned above'

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

Municipality's participating emploYees, if any, has been recorded in the accompanYing basic

financialstatements.

11. LONG-TERM DEBT

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

Municipality. Nevertheless, the laws and regulations of the commonwealth also provide that:

. Direct obli8ations of the Municipality (evidenced principally by bonds and notes) are

backed by the fullfaith, credit and taxing power of the Municipality; and

. Direct obligations are not to be issued if the amount of the principalof' and interest on'

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

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

preceding fis€at year on account of bonds or notes guaranteed by the Municipality'

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

Municipality plus the balance of the ad valorem taxes in the debt service fund' for

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

service.

ln addition, before any new bonds or notes are issued, the revenues of the debt servi'e fund should

be sufficient to cover the projected debt service requilement, At lune 30, 2013, the ML]nicipality is

in compliance with the debt limitation requirements-

s1 l?age



COMMONWEATTH OF PUERTO RICO

MUNIcIPALITY OF VEGA ALTA

Notes to Basic Financial Statements

lune 30,2013

11. LONG-TERMDEBT(cont.)

The general long-term debt activity for the year ended Ju ne 30, 2013 was as follows:

Balance alrune Bo(oein8s or Pavnents or Ealance arlune3o, Duewithin One

1O,7Or2 Additions Dedu.tions 2011

Notes payable to the Government

OevelopmentBank $ 19,459,!00 m

Notes payableto DORAL Eank 568,796

cR M Note 2aa,623

s (1,564000.00) S 1Z89s,oOO s 1,29s,0000o

1144A551

(10,43!)

424,341 !52'224

198,192 10'431

) r1r4\2 10611t 2.27A.zzA l,0l8ll0

s ,r"4a1,8 5 rM,712 5 (r,718,886) 5 2A,195,7s1 5 147sf65

The Municipality issues Seneral and special (public improvements) obligations bonds and notes to

provide for the acquisition and construction of major capital facilities and equipment, as well as, to

cover certain operating needs.

(This space was intentionally left in blank)
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COMMONWEALIH OI PUERiO RICO

MUNICIPATITY OE VEGA ALTA

Notes to Easic Financial Statements

June 30, 2013

11. LOI'IG-TERM DEBT(.ont.)

Long-term debt atlune 30, 2013 is composed ofthe following debts:

General Obligation Bond:

1995 serialbonds, originalissues a mou nt of 5990,000 due in annualprincipalinstallments

rangingfrom 515,000 to S90,O0O; plus interest due in semiannually instalhnents at rates 5%

through july 1, 2019

1995 serialbonds, oriSinalissues amount of 53,425,000, d ue in annualprincipalinstallments

ranging from 540,000to S295,00; plus interest due in semiannually installments at rates 6 3%

throughjuly 1,2020.

1997 serial bonds, original issues amount of 5510,000, due in annual principal installments

rangingfrom 510,000 to 560,000; plus interest due in semiannually installments at rates 5-86%

through iulY 1, 2021

lgggserialbonds,originalissuesamountofS94O,0OO,dueinannualprincipalinstallments

rangincfrom 530,000to 595,000; plus interest due in semiannualinstallments atvariable rates

4.10% through julY 1, 2016.

2000serialbondsissuesamountofSl35,o00,dUeinannualprincipalinstallmentsranginsfrom

55,000 io 510,000, plus interest due in semiannualinstallments at variable rates 4'30%through

luly 1,2014.

2O0O serialbonds, originalissues amount 0f5230,000, due in annual prin€ipalinstallments

rangingfrom SS,00O to S2O,O0O;plus interest due in annualinstallments atvariable rates 129%

through julY 1, 2025.

2002 serial bonds, original issues amount ofS5OO,0O0, due in annualprincipalinstallments

rantinBfrom S1O,O00 to $50,000; plus interest due in annualinstallmentat variable rates 4'3001

through july 1, 2021-

OUTSTANDING AMOUNT

500,000

1,840,000

365,000

340,000

70,000

170,000

320,000
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coMMoNwEALlH oF PUERTo Rlco

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements

.June 30,2013

11. IONG-TERM DEBT(cont.) OUTSTANDING

AMOUNT

2003 serialbonds, originalissues amount 0fS1,235,000, due in annLalprincipalinstallments

rangingfrom 520,000 to 595,000; plus interest due in semiannualinstallments atvariable lates

4.50% through july 1,2028. 990'000

2003 operalionaIbond _ serialbonds issues amount of$2,585,000 due in annualinstallments

rangingfrom 540,000 to 5200,000 plus interest due in semiannualinstallments atvariable rates

1.54% through july 1,2028 1'995'000

1995 Pu blic improvement bonds issues ammount of$4,735,000 due in annualinstallments of

prin cipal ra nging from 550,000 to S295,000;plus interest due in semiannualinstallments

variable ratefrom 6.50%through august 1,2020. 1'825'000

2OOTserialbonds,originalbsuesamountof$l,300,00Odueinannualprincipalinstallmentsof

principal ranging from S3O,O00to $120,000;plus interest due in semiannualinstallments at

varaible rates 1.54%through iulY 1,2027. 1'130'000

2007 serial bo nds, originalissues amount of$1,270,000, due in annualprincipalinstallments

rangingfrom 5145,000 to 5225,000; plus interest due in semiannualinstallments atvaiable rates

1.54% throughjulY 1,2014 430'000

2008 serialbonds, originalissues amount of5995,000, due in annualprincipalinstallments

rangingfrom 515,000 to 590,000;plus interest due in semiannuallY installments atvariable Iates

1.54% through julY 1, 2032. 910'000

20lOserialbonds with originalissues amount of53,930,000, due in annualinstallments ranginS

from 5150,000 to 5415,000i plus inierest due in semiannuallY in(allments at rates from 6 00%

throughiuly 12024. 3 445'000

2010 serialbonds with originalissues amount ofS2,225,000 due in annualinstallments ranging

from 585,000 to $235,000;plus interest calculated from 6%throughiuly 1,2024 1'945'000

20llserialbondswlthoriginalissuesamountofSl,T55,000dueinannualinstalLmentsranging

from 565,000t0 5185,000; plus interest calculated from 6'00% started in iuly 1,2025'

Tolal general m unicipa I obligation bonds

1,620,000

$ 17,89s,000
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11. IONG-TERMDEBT(cont.)

On november 10,2010 the N4unicipality borrowed 5750,000 at 5.25% fixed interst forthe

acquisition of equipment and improvements for the Divlsion at Municipaliiy ofVega Alta. The

collateralforthis note is a certificate ofdepositforthe amount 0f51,377,467 and must be in

thesystem for 20 years. The municipality is required to pay monthly payments of514,249.49.

Notes oavabletothe Puerto RicoTreasurv Deoadment lPavable to CRIMI

On march 19, 2002 the Resolution num. 36 series 2001_2002 was enacted which auihorized the

municipalhyioobtain up to 5260,780 for a term not exceeding 25 years, forthe repayment of

bonds issued for the sale of d elinquent acco unts. The repayment agreement bea rs intelest at

variable rates (beginning in 6.22% atjune 30,2004.

comoensated Absences

Atjune 30,2012 the liabilityfor compensated absence is composed as follows:

COMMONWEALTH OF PUTRTO RICO

MUNIcIPALITY OT VEGA ALTA

Notes to Basic Financial Statements

I une 30,2013

oney€ar
s 427,4s6

832,459

L,259,91,4

OUTSTANDING
AMOUNT

424,34t

198,193

Comp€nsated Absences

Totallong-term debt

oneyear
5 649,a15

369,135

1,018,310

5 1,076,630

1,201,594

2]134!

2,274,224

5 2A,79s,7s8

The principal and interest maturities for the general obligation bonds of the Municipality of Vega

Alta at lune 30, 2013 are as follows:

June 30

2014
2015
20t6
2017
2014

2019 to 2023

2A24b 2024
2A29 b 2033

Bonds (Debt 5etuice Fund5) Operaiion Notes and Bonds

Princioal lnterest

s 1,04s,000
1,135,000

980,000
1,045,000
1,035,000
5,365,000
3,015,000

666,3s6
a74,847
400,057
731,969
661,277

2,290,912
531,174

74,O47

s 2s0,000
273,000
291,000
310,000
331,000

1,445,000
840,000

L64,O34
124,547
204,564
1a7,001
162,424
416,677
150,150

455,000

s5 lrag:

l____l!.92!!a0 _s_ qrl!z!7 s 1.820,000 5 1,527,737



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Notes to Basic Financial Statements

June 30,2013

12. COMMITMENTS AND CONTINGENCITS

A. CLAIMS AND,,UDGMENTS

The Municipatity 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 proceedings

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 stage. Certain ofthese claims are covered by insurance. tegal counselwith the

information currently available €annot determine the final outcome of these cl'ims

Under Act No. 104 ofJune 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 $75,000 or S150,000 if it

involves actions for dama8es 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, tg75, 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 paymentofsuchjudgment-

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

the most critical accounting estimate. All reasonable steps are taken to ensure that the

information used regarding claims exposures is appropriate However, every one of the

probable claims against the Municipality the final outcome will be covered by the insurance

because are under de 575,000

B. TEDERALGRANTS

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

State agencies. The grant programs are subiect to audit by agents of ihe Sranting authority, the

purpose of which is to ensure compliance with conditions precedent to the Eranting of funds

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

be material.

C. CONSTRUCTION. COMMITMENT

The Municipality had several outstanding or planned construction projects as oflune 30, 2013'

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

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

51.,A96,221.
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COMMONWEALTH OF PUERTO RICO

MuNlctPAtlrY oF VEGA ALTA

Notes to Basic Financial Statements

June 30,2013

13. SUBSEOUENT EVENT

For the purpose of the accompanying consolidated financial statements, subsequent events have

been evaluated through December 4, 2013, which is the date these financial statements were

available to be issued.

A. Change on Retirement System _ Effective on July 1, 2013, employee contribution to the System

willbeincreasedtol0%from8.275%.Additionally,retirementagewillbeincreasedforsome
groups of etnployees. Furthermore, special laws' benefits are modified (and the resultinS savinSs

will be allocated to the System).

This pension reform is motivated to reach a reasonable balance between the system,s f.scalcrisis

and the social and economic reality of retirees and public employees'

B. Raising of financing from Government Development Bank _ ln luly 6, 2013 the Municipality

enteredintoacreditagreementinamountofS6,l2O,O00'Thefundsaretobeusedforpurchaseof
construction and urban development with the exception of S34,500 that was used to cover the

financial fee. The facility matures in 2026 and bears an interest among 6% to 7 5%

c. Raising of financing from Government Development Bank - ln September 6, 2013 the

Municipaiity entered into a credit agreement in amount of S2,434,605 The funds are to be used for

purchase of construction and urban development with the exception of S15,395 that was used to

cover the financial fee. The facility matures in 2026 and bears an interest among 60'6 to 7'5%'

(This space was intentionally left in blank)
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Budgetary Comparison Schedule
lune 30, 2013

ri.alsudgel'
lrudseEry aarel

(see Nore 1l (Necativel__!!eEL_

550,m0

1,720,000

350,m0

lnteresi lines and penahles

5anitation & Envi.onmentaI contlol

Cuhue, Recreation and Educaton

5,911,292 s 5,931,292

5,?!2,290

1,559,611

1oa,12Z

I 13,025,05!

'r57,294

s

(39,795)

tz6zQl

{141,912)

(150,167)

______!P_
L32afn

5 1,117,559

16s,7741

(164s43)

s 17,21s,390

(611,596)

9 1s,369,s36

s r1,a29,171

5 t2,113,64r

2t]a,ZO1

J 17,646,212 S (132,9C1)

Explanation of 0itlerence5:

s 17,329,r13

t

2,340,016

sou(es/iirlowsorlinan.i.lr€$urces:

Actu, amouits (budgerarybdis)'ava'lableforapprop ations'

fr.m ih. budgetary.onpa ion $hedul€

oifieren.es budaer basn to GAAP:

Tnnsfe6lroh otherlundsareintows oibudceiary

butare0otrcvenuesiorfinan.ia r.poni.3 purpores

me.governmental.eceivab e

Timingdifier.n.e n r€venue re(ogniuoi in bud8er bas s vs aciuml

n Statem€nts ol Revenues

Toclrevenuer ar reponed onthe statehent of rev€iu.s,

and chan3esln lund balances governm.nial fundr

u€s/odrlows ot financial r.sour.s:

Acrual amounis (bldgetary bass) loDi.ha€.s10 app

frohth. budgelarycompanson e.hedu e

olllercnces budget baiislo GMP:

Pdorv.ar r*elv.ble adjustd€nt

rhnlrsoutto 5pecial proje.trrnd (noterp€ndllure)

lntereovemmenial payabie

Ero.nditures oi Drlorvearconrld€r€d as expenditun

Tota 4penditorcsas repo ed onrhe!r enentofE!

and changes infrnd balai.es Sovernmoda lunds
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COMMONWCALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Reconciliation of Statement of Revenues, Expenditures

and Changes in tund Balances Governmental Funds to the Statement ofActivities
Year ended lune 30, 2013

NOTC 1. STEWARDSHIP. COMPI.IANCE AND ACCOUNTABILIW

A. Budgetary Control

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

The N4unicipality prepares its annual budget including the operations of the
generalfund.

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

For GAAP reporting purposes, encumbrances outstanding at year,end are
reported as reservations offund balances and do not constitute expenditures or
liabilities because the commitments will be honored during the subsequent
year.

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

MUNICIPALITY OF VEGA ATTA

Expenditures of Federal Awards

For the Vear ended June 30, 2013

EXPENDITURES
FEOERAL GRANTOR/PAsS THROUGH GRANTOR

PE@8AMI!I!E

US DEPARTMENTOF HOUSING AND UNAAN DEVELOPMENi

Seciion 8 HousineVoucher (HV)

SuPPonive Hou5ins P10g6m (SHP)

PR Office of Muni.ipal AfEirs
community Development Block Granls (cDBG)

(Slate-Administered Small Cnies Pro8ram)

community Development Block Grants (cDBG)

{Stale Administered small Cities P.oSram)

(RecoveryAct Funded)

Emers€n.Y Shelter Grant Pro86m (tSG)

Municlpality of San luan
Houslos opportunities for pe60ns with alds {HoPwa)

Subtotal us Department of Houiingand Urban Development

U5 DEPARTMENT OF IRANSPORTAf ION

FedeGl Tdnsit_Formula Grants

Subrotal us Departmenr of T.ansportation

tJS DEPARTMENT OF ENERGY

Energy Efficiencl and Consetoation Blo.k Grani

(RecoveryAct Fund)

subiotallJs Depa.tment of EnergY

US DEPARTMENI OT IUsIICE

Pass-through PR Depa.tment of Justice

Eduard Byrne tvlemorial lustice A5sistance Program

subtotal us Depaft ment of luslice

TOTAL FEDERAL FINANCIAL ASSISTANCE

14.871MP
14.235

s at6,496
135,436

M,274 MP

14.255 MP

t4.211

14.247

1,734,629

4t,295
1,2J9,924

t2,546

65,970

2,160,372

20.s07 129,506

129,506

81123 MP 32,2t4
12,214

L6 738 13,435

13,435

L ?I]:IJ.L
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA
Notes to Schedule of Expenditures of FederalAwards

For the year ended lune 30, 2013

Federal financial assistance revenues and expenditures are reported in the Municipaljty's
general purpose financial statements as other governmental funds and capital project fund.

3. FEDERAI. CFDA NUMBER

1. GENERAI.

The accompanying Schedule of Expenditures of Federal Awards presents balance expended of
all Federal Financial Assistance Programs of the Municipality of Vega Alta, Puerto Rico. The
reporting entity is defined in Note 1 to the general purpose financial statements.

2. RETATIONSHIP TO FEDEML FII,IANCIAL REPORTS

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.

BASIS OF PRESENTATION

The erpenditures of the schedule are in€luded in the Municipality's basic financial statements.
The reconciliation of expenditures in the basis financial statements to the Schedule of
Expenditures ot lederal Awards is as followt:

Federal expenditures per basic financial statements
lncluded within:

4.

Non federal expenditures included
Within other governmental funds '

Expenditures per Schedule of Expenditures of FederalAwards

Total expenditures with other governmental funds

5 2,22s,942

54.157A1i
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AMEi?ICAN IN NITUTE OF CERTIFIED PUBLIC
ACCOUN 

^NT5 
CAICPA)

PUEIiTO R]COSOCIETY OF CERTIFIEO PUBLIC

CPA AGUSTIN RODRiGUEZ NIEVES

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR,S REPORT ON INTERNAL CONTROL OVER

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAI. STATEMENTS PERFORMED

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members

of the Municipal [egislature
Municipality of Vega Alta

Vega Alta, Puerto Rico

lhaveaudited,inac€ordancewiththeaudiiin8standardsgenerallyacceptedinthet]nitedstatesof
America and the standards applicable to financial audits contained in Government Auditing stondords

issued by the comptroller General of the lJnited states, the flnancial statements of the governmental

activities, the business-type activities, each major fund, and the aggregate remaining fund information

ofMunicipalityofVegaAlta,asofandfortheyearendedJune30,2013,andtherelatednotestothe
financial statements, which collectively comprise Municipality of vega Alta's basic financial statements,

and have issued my report thereon dated December 4, 2013'

lnternal Control Over tinancial Reporting

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

alta,s internal control over financial reporting (internal control) to determine the audit procedures that

are appropriate in the circllmstances for the purpose of expressing our opinions on the financial

statements,butnotforthepurposeofexpressinganopinionontheeffectivenessofMunicipalityof
Vega Alta's internatcontrol. Accordingly, I do not express an opinion on the effectiveness of Municipality

of ve8a Alta's internalcontrol.

A deficiency in internol conttol exists when the design or operation of a control does not allow

management or emploYees, in the normal course of performing their assigned functions, to prevent' or

.letect and correct, misstatements on a timely basis. A materiol weakness is a deficiency, or a

combination of deficiencies, in internal control, such that there is a reasonable possibility that a material

misstatement of the Municipality's financial statements will not be prevented, or detected and

corrected on a timely b as16. A significont defic,ercy is a deficiency, or a combination of deficiencies' in

internal control that is less severe than a material weakness, yet important enough to merit atte tion by

those charged with governance.

My consideration of internal control was for the limited purpose described in the first paragraph of this

section and was not designed to identifo all deficiencies in internal control that might be material

Weaknessesorsi8nificantdeficiencies.Giventheselimitations,duringmyauditldidnotidentifyany
deficiencies in internal control that I consider to be material weaknesses. However, material weaknesses

may exist thal have not been identified.

62 1;':'r!:



Report on Schedule of Expenditures of Federal Awards Required by OMB CircularA_133

I have audited the financial statements of governmental activities, each major fund, and the aggregate

remaining fund information of Municipality of Vega Alta as of and for the year ended June 30, 2013, and

thenotestothefinancialstatementswhichcollectivelycompriseMlnicipalityofVeSaAlta,sbasic
finan.ial statements. I issued mY report thereon dated December 4, 2013, which contained an

unmodified opinion on those financial statements. My audit was conducted for the purpose of forming

anopiniononthefinancialstatementsthatcollectivelycomprisethebasicfinancialstatements,The
accompanying schedule of expenditures of federal awards is presented for purposes of additional

analysisasreqUiredbyoMBCircularA'l33andisnotarequiredpartofthefinancialstatements'Such
infoimation is the responsibility of management and was derived from and relates directly to the

underlyingaccoUntingandotherre€ordsUsedtopreparethefinancialstatements.Theinformationhas
been subjected to the auditinS procedures applied in the audit of the financial statements and certain

additional procedures, including comparlng and reconciling such information directly to the underlying

accounting and other records used to prepare the financial statements or to the finan'ial statements

themselve-s,andotheradditionalprocedUresinaccordancewithauditinsstandardsSenerallyaccepted
intheUnitedStatesof,America,lnmyopinion,thescheduleofexpenditureoffederalewardsi5fairly
stated in all material respects in relation to the financial statements as a whole'

*,lu-
Toa Alta, Puerto Ri€o

December 4, 2013

CPA Agustin Rodriguez Nieves

Expires December 1, 2016

License # 4314

Sramp No. 02591613 of Pueno Rico SocietV olc€rtilied Publi'

accountantswasaffixed totheorlgina report.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA
Schedule of Findings and Questioned Cosls

For the year ended Ju ne 30, 2013

SECTION I. SUMMARY OF AUDIT RESUI.TS

FinancialStatements

- FederalAwards

Type of auditor's report i\suedt [unmodified]

lnternal control over financial reporting:

. Materialweakness(es)identified?

. Significant deficienry(ies) identified
Those are not considered to be

Material of weakness (es)?

Noncompliance material to financial
Statements noted?

yes x no

yes __Lnone reported

yes ___Lno

yes ___Lno

yes x no

yes _Lno

lnternal control over major pro8rams:

. Materialweakness(es)identified?

. Significant deficiency(ies) identified
Those are not considered to be

Mate.ial of weakness(es)?

Anyaudit findings disclosed that are

requiredto be reported in accordance

with section 510(a) ofCircular A-133?

Type of auditors' report issued on compliance fot majot plo{ams. [unmodiJied]

- ldentification ofmaior programs:

CFDA Number

14.871
14_228

14.255
81.128

Name of Fede ral Prog ram orCluster

Section 8 Housing Voucher
CDBG

CDBG.ARRA

EECBG.ARRA

- Dollarthreshold used to distinguish

Between type Aand Type B program: $ 300.000
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Schedule of Findings and Questioned Costs

For the year ended lune 30, 2013

sEcTtoN I - SUMMARY OF AUDIT RESULTS (CONTINUED)

FederalAwards

Auditee qualified as low-risk auditee?

SECTION II _ FINANCIAL STATEMENT FINDINGS

None

SECTION lll - FederalAward Findings and Questioned Cost

None

(This space was intentionally left in blank)

x yes _no

i
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
schedule of Prior Year Findings and Questioned costs

Forthe year ended lune 30,2013

SUMMARY SCHEDUI.E OF PRIOR YEAR AUDIT FINDINGS

Municipality of Vega Alta has not prior year findings.
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Compliance and Other Maiiers'

As part of obtaining reasonable assurance about wheiher Municipality of Vega Alta's financial

statements are free from material misstatement, I performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have

a direct and material effect on the determination of financial statement amounts. However, providing

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

not express such an opinion. The results of my tests disclosed no instances of noncompliance or other

matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal .ontrol and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the

Municipality's internalcontrol oron compliance. This report is an integral part ofan audit performed in

accordance with Government Auditing Stondards in considering the entity's internal control and

compliance. Accordingly, this communication is not suitable for any other purpose.

$*et -
Toa Alta, Puerto Rico

December4,2013

CPA Agustin Rodriguez Nieves

Expkes December 1, 2016

License#4314

Stamp No.02691912 oJ Puerto Rico Society ofcenified public

Accountants was aff xed to the o.iSinal report.
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AMERICAN INSTITUTE OF C ERTIFIED PUBLIC
ACCOUNIANTS CAIC PA)
PIJFRT6 RICO SC'IR OF CERTIFIED PUBLIC

CPA AGUSTiN RODRiGUEZ NIEVES

CERTIFIED PUBLIC ACCOUNTANT

REPORT ON COMPLIANCE FOR EACH MAJOR FTDERAL PROGRAM;

REPORT ON INTERNAI. CONTROI OVER COMPTIANCE;

AND REPORT ON THE SCHEDULE OF EXPENDITURES OF FEDERAI. AWARDS REQUIRED

BY OMB CIRCULAR A-133

INDEPENDENT AUDITOR'S REPORT

Honorable Major and Member

Of the Municipal tegislature
Municipalitv of Vega Alta

Vega Alta, PLrerto Rico

Report on compliance tor Each Maior FederalProgram

lhaveauditedMunicipalityofVegaAltatcomplianceWiththetypesofcompliancerequirements
describedintheoMBcircularA-l33compliancesupplementthatcouldhaveadirectandmatelial
effect on each of Municipality of Vega Alta's major federal programs for the year ended June 30, 2013'

Municipality of Vega Alta,s major federal programs are identified in the summary of aUditor,s results

section ofthe accompanving schedule offindings and questioned costs'

Mandgefi e nt's Resqonsi bilitY

Management is responsible for compliance with the requirements of laws, regulations, contracts' and

grants applicable to its federal programs.

Aud itot" s Responsi bi litY

My responsibility is to express an opinion on compliance for each of Municipality of Vega Alta's maior

federalproSramsbasedonmyauditofthetypesofcompliancerequirementsreferredtoabove.l
conducted my audit of compliance in accordance with auditing standards generally accepted in the

tJnited states ofAmerica; the standards applicable to financial audits conlained in Govenment Auditing

Stordords,issuedbytheComptrollerGeneraloftheUnitedStates;andOMBCircularA-133'Auditsol
Stotes, Locol Governments, dnd Non-Prcfit Otgonizations Those standards and OMB circular A 133

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

wiih 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

MunicipalityofVeSaAlta,scompliancewiththoserequirementsandperformingsuchotherprocedures
as I considered necessary in the circumstances.
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I believe that my audit provides a reasonable basis for my opinion on compliance for each major federal
program. However, my audit does not provide a legal determination of Municipality of Vega Alta's

compliance.

Opinion on Eoch Mojor Federul Progrofi

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

requirements referred to above that could have a direct and materiel effect on each of its major federal
programs for the yea. ended lu ne 30, 2013.

Report on lnternalcontrol over compliance

Management of lvlunicipality of Vega Alta is responsible for establishin8 and maintaining effe€tive

internal control over compliance with the types of compliance requirements referred to above. ln

planning and performinS my audit of compliance, I considered Municipality of Vega Alta's ,nternal

control over compliance with the types of requirements that could have a direct and material effect on

each major federal program to deiermine the auditing procedures that are appropriate in the

circumstances for the purpose of expressinB an opinion on compliance for each major federal program

and to test and report on internal control over compliance in accordance with OMB Circular A_133, but

not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, I do not express an opinion on the effectiveness of N4unicipality of Vega Alta's internal

control over comPliance.

A deficiency in internol contrcl over compl,orce exists when the design or operation of a control over

compliance does not allow manaBement or employees, in the normal course of performing their

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

requirement of a federal program on a timely basis, A moteriol weokness in internol conttol over

complionce is a deficiency, or combination of deficiencies, in ;nternal control over compliance, su€h that

there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and corrected, on a timely basis. A significont

deliciency in intemal contrcl ovet compliance \s a deficiency, or a combination of deficiencies, in internal

control over compliance with a type of compliance requirement of a federal program that is less severe

than a materialweakness in internalcontrol over complian€e, yet important enou8h to merit attention

by those charged with governance.

My consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not desiSned to identify all deficiencies in internal control over

compliance that might be material weaknesses or significant deflciencies. I did not identify any

deficiencies in internal control over compliance that I consider to be material weaknesses. However,

material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of

OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.
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