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INDEPE N DENT AUDITO R'S REPORT

Honorable Mayor and Members

of the Muni€ipal Legislature
Municipality of Vega Alta
Vega Alta, Puerto Rico

Report on the Financial Statements

I have audited the accompanying financial statements of the governmentrl aclivities, each major fund,

and the aggregate remaining fund information ofthe Municipality of Veita Alta of the Commonwealth of
Puerto Rico ("the Municipaliv), as of and for the year ended lune 30 2014, and the related notes to
the financial statements, which collectively comprise the Municipality s basic financial statements as

listed in thetable of contents.

Mdnogenen(s Responslbilily lot the Financiol Stul€ments

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

accordance with accounting 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 of flnancialstatements that are free from material misstatement, whetherdue to fraud or

Attd i to,'s Re s po n s i h i I ity

Mv responsibility is to express opinions on these financial statements based on my audit. I conducted

my audit in accordance with auditing standards generally accepted in the united States of America and

the standards applicable to financial audits containedin Government Auditing Stsrdords, issued by the
Comptroller General ofthe United States. Those standards require that lplan and perform the audit to

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

An audit involves pe.forming procedures to obtain audit evidence about the amounts and disclosures in

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

assessment of the dsk of material misstatement of the financial statements, whether due to fraud or
error. ln making those risk assessmentt the auditor considers internal control relevant to the entitys
preparation and fair presentation of the financial statements in order to desiSo audit procedores that
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are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effect;veness of the entiVs internalcontrol.

Accordingly, I express no su€h opinion. An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of signifi€ant accounting estimates made bv

management, as well as evaluating the overall presentation ofthe financial statements,

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

audit opinion.

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

respective financial position of the governmental activities, each major fund, and the a8gregate

remainingfund information ofthe Municipality of Vega Alta ofthe Commonwealth of Puerto Rico, as oI
June 30,2014, and the respective changes in financial position thereof for the year then ended in

accordance with accounting principles gene.allY ac€epted in the United States ofAmerica.

Other Matt€rs

a equire cl Sup pl emerto it I nlormotion

Accounting principl(,s generally accepted in the United States ofAmeri€a req ulre that lhe monogenen*
tliscussion ond onol$is ond budgetary conporison infomotion on pages 4-13 and 60-61 be presented

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

financial statements. is required by the GovernmentalAccounting Standards goard who considers it to

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

operational, econonric, or historical context. I have applied certain limited procedures to the required

supplementary infomation in accordance with auditing standards generally accepted in the United

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

information and comparing the information for €onsistency with nanagemenfs responses to mv

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

financial statements. I do not express an opinion or provide any assurance on the information because

the limited procedures do not provide us with sufflcient evidence to e)(press an opinion or provide anY

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

€ollectively comprise the lVunicipality's basic financial statements. The introductory section, combinin8

and individLral non'majorfund financial statements and statisticalsection are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analYsis as required by Ofiice of

Manasement and Budget Circular A-!33, Audits oJ Stotes, Local Gove.nments, and Non-Prclit

Oryonization, arc noI a rcquired part of the basic financia I stateme nts.

The combining and individual non major fund financial statements and the schedule of expenditures of

federal awards are the responsibility of management and were derived from and relates directly to the

underlying a€counting 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 comparinS and reconcilinS su€h information

directlv to the underlying accounting and other records used to prepare the basic financial statements
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or to the basic financial statements themselves, and other additional pro.edures in accordance with

auditing standards generally accepted in the United States of America. ln my opinion, the combining

and individual non-major fu nd financial statements and the schedLrle of expenditures of federalawards

are fairly stated, in all material respects, in relation tothe basic fi nancial statements as a whole.

The introductory and statistical sect;ons have not been subie€ted to the auditing procedures applied in

the audit of the basic financial statementt and accordingly, I do not express an opinion or provide any

Other ReportinS R€quired by Government Auditing Stondotds

ln a€cordance with Goverrnent Auditing Stondot.ls,I have also issued my report dated November 13,

2014 on my consideration ofthe Municipality's internalcontrolover financialreportang and on mY tests

ofits €ompliance with certain provisions oflaws, 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 or on compliance. That report is an integral part of an audit
performed in accordan€e with Government Auditing Stordords in considering Municipality's internal

control over financial reporting and compliance.

4*u-
Toa Alta, Puerto Rico

November 13,2014
cPA Agtlstl'n Rodriguez Nieves

Expires December 1, 2016
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COMMON}T'EALTH OF PUERTO RICO

MUNICIPAI.ITY Of VEGA ATTA

Management'sDis€ussionandAnalysis
June 30, 2014

Management ofthe Municipality of vega Alta of the Commonwealth of Puerto Rico (the "Municipality")

Vovides this Monogemen(s Discussion ond Anolysis of the Municipality's basic financial statements as

an overview and analysis of the financial activities ofthe Municipality for the fiscalyear ended lune 30,

2014. We encourage readers to consider the info.mation presented here in conjunction with the

additionalinformation thatwe have furnished in the accompanying basic fina ncial statemenls.

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

reporting standards established by statement No.34, Eosic Financiol statements ond Monogement's
Discussion and Anolysis fot Stote and Local Governments, issued by the Governmental Accounting
Standards Eoard {commonly known as "GASB 34"). According to this statement, siSnificant required

changes in €ontent and structure have been made in the accompanying Municipality's basic financial
statements as of and for the fis.al year ended June 30, 2014, which make the accompanyin8 basic

financial statements not easily comparable to the Municipality's general purpose financial statements
issued in prioryears. However, in future years, €omparisonswillbe more meaning{uland willgofurther
in explainingthe lllunicipaliVs finan€ialposition and results ofoperations.

This l4aragement's Discussion and Analysis (MD&A) is prepared as

34, and ir has been designed accordinglywith the followinggoalsi

a) Assist the reader in focusing on significantlinancialissues,
b; Provide an overview ofthe N,4 unicipality's financial activity,
c) ldentify changes in the Municipalivs finan€ial position

subsequent year challenges),

d) ldentifo any material deviations from the financialplan (the

e) ldentifo ;ndivid ual fu nd issues orconcerns.

a result ofthe requirementr ofGASB

(its ability to address the next and

approved budget), and

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

known facts, please read itin €onjunction with the accompanying basi€ financial statements.

FINANCIAL HIGHLIGHTS

The Municipality's has reported assets and net position amounting to 586,035,557 and Ss1,038,833
respe€tively, in the accompanying statem€nt of net position, ofwhich the most significant assets are

€apitalassets am oLr nting to $52,057,876 (6l percent of total Municipality's assets).

The Municipality has reported total liabilities amounting to 533,446,731 in the accompanying

statement of net position, of which the most significant liabilities arer (1) account paYables and

accrued liabilities 151,982,708), (2) bonds payable (525,890,030) and (3) intersovernmental
(51,928,936). These liabilities account for 89 percent ofthe Municipalitys totalliabilities atiune 30,

201,4.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis
June 30,2014

The lvlunicipality has reported total revenues amounting to 520,964,270 in the accompanying

statement of activities, of which: (1) municipal license tax (S2,681,569), (2) restricted capital and

operating grants (52,366,969), (3) property taxes ($7,289,568) and (4) intersovernmental
contributions (51,744,848) were the most significant revenues amounting to 514,082,954 (67

percent of total reven ues).

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

amountingto (5711,1271 in the accompanyinS statement of activities.

The Municipalityt governmental funds reported combin€d ending fund balances of525,812,873 of
which 513,505,864 represent the fsnd balances of the Beneral fund, and the debt service fund
combined, 56,120,000 Loan, Uointly known asthe Municipality's major fundr.

. The Municipality has reported unassigr'ed flnd balance for the general fund amounting to
S3,380,3s4.

. The MLrnicipality has reported an €xcess cfexpenditLrres over revenues and otherfinancing sources

amounting to S6,924520in the goverrimenta I fu nds.

USING THIS ANNUAL REPORT

This annual report consists of a series of n-.w financial statements with a change in the focus from the
previous financial statements. The new focus is on both the MunicipalitY as a whole (governmentwide)

and the major individualfunds. Both perspectives (government-wide and majorfund)allow the userto
address relevant questions, broaden a basis forcomparison (year toyear or govern m ent to govern ment)
and enhance the Municipality's accountability.

OVERVIEW OF THE BASIC FINANCIAI STATEM ENTS

The Municipality's financial statements include three components: (1) the government-wide financial
statements, (2)the fund financial statements, and (3) the notes to the financial statements (collectively

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

€omponents are desc.ibed below:

Government-Wide Financial Statements

rhe government-wide Jinonciol stotemenB ate desiened to provide readers with a broad overview of the
Municipality's operations and finan€e as a whole in a manner similar to private-sector business. These

statements provide short-term and long-term information about the Municipalaby's financial position,

which assist the Municipality's management to determine the economic condition at the end of the
fiscalyear. These financial statements are prepared using the flow ofeconomic resources measurement

focusand the accrualbasis of accounting.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysh

June30,2014

Gov€rnm€nt-Wide Ilnancial Statements (conlinualion)

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 year

ended June 30, 2014 even if cash involved have not been received or paid. The government_wide

financialstatements include:(1)the statements ofnet position and l2)the statement of activities.

Statement ol N€t Position

The statement of net position presents allofthe Municipality's assets and liabilities, with the diffe.ence

between these two items reported as "net position" {equity). Over time, increases or decreases in the

net position may serve as a useful indicator ofwhether the financial position ofthe Municipality is either
improving or deteriorating.

Statement of Activlties

The statement of activities presents information showing how the Municipalit)'s I et position changed

during the fiscal year ended JLrne 30, 2014. All changes in net position are r-'p.rted as soon as the

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

revenues and expenses are reported in this statement for some items that will rot result in cash flows

until fLrture fiscal periods Guch as uncollect€d taxes and earned but unused vacation leave). This

statement also presents a comparison between direct expensesand program revenuesfor each function

of the Municipality.

Both of the abovementioned financial statements present all the governmental act;vities of the
Municipality, which consist mostly by ta)(es and intergovernmental revenues (such as federal grants).

Most seNices provided by the Municipality fall into this category, includin8 culture and education,

general government, health and sanitation, public safety, publ;c housing and welfare, etc.

Fund Finrncial Statem€nts

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

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

Municipality's governmental f unds.

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

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

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

requirements. Each fund is considered an independent fiscalentity accounted for within a set of self_

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

accounting segregates funds according to thek intended purpose and is used to aid management in

demonstratingcompliancewithlegal,financial andcontractual provisions.
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COMMOI1WEALTH OF PUERTO RICO

MIJNICIPAI.IIY OF VEGA ALTA

Management's Discussion and Analysis
June30,2014

Fund Financial Statements (cont)

The fund financial statements focus oni (1) individual parts of the Municipalivs government and (2)

reporting the Municipalityt operations in more detail than the government wide financial statements.
For financial reporting purposes, the Municipality classifes its funds within the following fund
categoriesr (1) general fund, (2) debt service fund, (3) special revenue funds and 14) capital proje.ts
funds (collectively known as the '?overn m ental funds").

Governmental funds are used to account for all of the services provided by the MLrnicipality.
Governmental funds are used to account for essentially the same functions reported as governmental
activities in the governmental wide financial statements. However, unlike the government wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows
ofexpendable resources. They also focus on the balances of expendable resources available at the end
ofthe fiscalyear (lune 30,2014) This approach is known as usingthe flow ofcurrent financialresources
measurement focus and the modified accrual basis ofaccounting. These statements provide a detailed
short-term view of the M rniLipality's finances that assists in determining whether there will be
adequate financial resource: available to meet the current needs ofthe Municipality, that is, evaluating
the Municipality's near term financing requirements.

Because the focus of governmental fLrnds is narrower than that of the government-wide financial
statements, it is Lrseful to cornpare the fund information presented for governmental funds with similar
information presented for governmental activities in the government wide finan€ial statements. By

doing so, reade.s may better understand th€ long term impact ofthe Muni€ipality's near-term financial

For financial reportins purposes the Municipality has three major fundsr (1) the general fund, (2) the
debtservicefund and (3)6,120,000 Loan.

Notes to th€ Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understandine of the data provided in the eovernment'wide and the fund financial statements. The

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

R€quir€d Supplementary lnformation

The basic financial statements are followed by a section of required supplementary information
consisting of a budgetary comparison betwe€n actualoperating results with ihe originalbudget and the
final amended budgetforthegeneralfund.
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COMMONWEALTH OF PUERTO RrcO

MUNICIPALITY OF VEGA ALTA

Management's Discussion and Analysis
June 30,2014

IN FRASTRUCTU RE ASSETS

Historically, a governmenls largest group of assets (infrastructure - roads, bridget traffic siEnalt
underground pipes Iunless associated with a utilityl, etc.) have not been reported no. depreciated in

governmental financialstatements. GASB 34 requires that these assets be valued and reported within
the governmental column of the Government Wide Financial statements. Additionally, the government

must elect to either {a} depreciate these assets over their estimated useful life or lb) develop a system

of asset management 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 thnd yea4, by category measures and demonstrates its maintenance of locally 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 stateme nt usersin evaluating a localgovernment and its performance over time.

As of luly 1, 2003, the Municipality retroactively recorded the histor'ical costs of infrastructure assets

alsothe Municipality elected to depreciate infrastructure assets irsterd ofusingthe modified approach

FINANCIAL ANAI.YSIS OE THE MUNICIPAI.TTYAS A WHOLE

Net position

As noted earlier, net position may serve over time as a useful indicator of the MunicipalitY's finan.ial
position. ln the case of the Municipality, net position {excess of assets over liabilities) amounted to

S51,038,833 at June 30,2014.

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

debt which amount to 529,937,802. The Municipality's net position are also composed of net position

amounting ro s21,104,348 that are restricted for (1) future debt service paYments, 12) the future

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

position is reported net ofan unrestricted net position of51,836,050

The portion of the Municipality's net position invested in capital assets such as land, buildings,

equipment, etc., less any outstanding related debt used to acquire those assett are used bv the
MunicipaliW to provide services to its citizens. consequently/ these assets are not available for future

spending. Although the Municipalivs investment in its capital assets h reported net of related debt, it
should be noted that the resources needed to repaY this debt must be provided from the debt seruice

fund, since the ca pital assets themselves cannot be used to liquidate these liabilities.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AI.TA

Managementt Discussion and Analysis
June 30, 2014

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

Sovernme nt-wide finan€ia I statements I

conddled statsent ol l{et assets:

Cutrentandother as*ts
Noncurem and otherasset5

Long-terh liabilities outstanding

rnvested in capnalassets, nerof.€lated debt

$ 6,s49,63s
'79,445922

25,495316
7,951.355

33,446,731

29,941ts42

19,264J81
1,336!50

s s1,033r33

Changes in Nel Position

The Municipality's increased during the year. ApproximatelY 20 percent of the Municipality's tota
revenues came from intergovernmental contributions, while 24 percent resulted fron other municipai

taxes and 35 percent from property taxes. The Municipality's expenses cover a range of seNices. The

largest expenses were for general government (52 percent), urban and economic development (9
percent), public safety (9 percent) and health and sanitation (1s percen0.

(Thisspace was intentionally leftin blank)
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COMMONWEALTH Of PUERTO RICO

MUNICIPALITY OF VEGA ALfA
Management's Discussion and Analysis

June30,2014

The following is a condensed presentation ofthe Municipality's results of operations, as reported in the
govern ment wide fina ncial stateme ntsi

condensed sEtement of A.tiviti€s:

operanng grants and contribut-rons

Capital grafits and contribrtio.s

MunicipBl license tar€s

Municipalele. taxes

lrteBovernnEnta I @ntribunorB

Other

Gene ra I govern ment

Urban and e conomi. developrEni

Hea lth and san rtatDn

Cu hu le, r€.r€a tion and educatiolr

Public housing and wef are

Net increase innet positon

Net posinon - atbeginning ofyear
Net positon -atend of year

5 1,881,991

4U,974

7,7@,5(A
2,681,569

2,249,91Ja

570,186
t,/44,444
4,O6t,222

20,9@,2m

t1,171,a4
1,849,395

2,042,46t

3,3$,902
926,t62

r"105,5@
7,222,947

27,675,397

{.171,721)

51,749,9@-3 s1,03s,833

IINANCIAL ANALYSIS Of THE MUNICIPAT.IIY'S GOVERNMENTAL FUNDS

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

finance-related legal requirements.

Governmental Funds - The focus of the Municipality's Sove rnme ntal lurds is to provide information on

nearterm inflows, outflows, and balance of expendable .esources. such informatjon is useful in

assessing the Municipalityt financing requirements. ln patricula\ unossigned Jund bolonce may serve as

a usefulmeasure ofa government's net resources available for spending at the end offiscalyear.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Management's Dis.ussion andAnalvsis
lune 30, 2014

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

of governmental fu nds:

condensed Balanceshet- Governmmtalfunds:

IotalAssets - Major Funds

ToElAssets NonmajorFunds

Totalass€t5
Totar uabrliti6 - MaFrFunds

Total Uabilrtie. - Nonmajor Funds

Totalliatilities

Fund Balances - MarorFunds
FundBalances NonrojorFunds

Total net position

condensed statment of oper.tiolts - Governm€ital f u.ds:

TotalRevenues - rvlajor Funds

Tobl Rryenues NonmajorFunds
Totalrevenus

'rob I expenditu res ' Maj or Funds

Toblqpenditures - NonmaFr rund5
Totalexpenditures

Other FinacilE sou.es - Nonmajor FunG

OtherFiEcilg Uses ' NonmalorFunds

Odrer FiEcirE Sour€es Major Funds

Revenu€s Over Expensa - Maior
Revenues Over Expe nses ' Non majd

Total net Position

GENERAL FUND 8UI}GETARY HIGHI.IGHTS

s 23,A29,6a2
14,037,A07

37,061,449
7,997,727

uM,a95
9,7U,623

13,505,864
72,347,tDg
25,472,473

74,28,229
2,157,772

20,917,&7
1-6,447,246

6,8C5,236

23,246,183

!,771,983

\4,041,464)
j_12,27:-,48r)

The Municipality revised the Municipalivs budget in order to in€lude increases in budgeted

expenditures amounting to 51,4m,000, since the law mandates using the beginning fund balances

accumulated in the finan€ial statements.

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

revenues and a€tual revenue results of S1,700,7s4 whi€h was mainlv caused bv a reduction of
governmental revenues.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OT VEGA ALTA

Management's Dis€ussion and Analysis
lune 30 2014

CAPITAL ASSETS AND DEBT ADMINISTRATION

CapitalAss€ts

The accompanying statement of net position reported total gross capital assets, at cost, amounting to
5108,843,206 of which 539,839,019 represents infrastructure assets at June 30, 2014. The related

accumulated depreciation and amortization of capital assets amounted to s56,785,330 of which

530,904,004 is related to infrastructLrre assets at June 30, 2014. This investment in capital assets

includes land, briildings, improvements, eqLripmenL infrastructure and construction in progress

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

Bovernment, such as roads, bridges, streets and sidewalks, drainage systems, lighting sYstems, and

similar items.

Actual costs incurred to purchase or construct capital assets were 53,831,811for the year ended June

30,2014. Depreciation and amortization charges forthe year totaled $4,214,758.

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

state and federal grants. The proceds from bond issuances desiSnated for constru€tion activities are

committed in its entiretyfor such purooses and cannot be used for any other pu rposes.

Debt Administration

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

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

credit and taxing powerofeach municipality may be pledged.

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

additional Eeneral obligation bonds and notes, such municipality must have sufficient "pavment

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

collected with respect to such municipality's Special AdditionalTax, as projected bv the Government

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

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

capacity'').

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

such amounc as shall be required for the payment of its general obligation muni€ipal bonds and notes.

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

muni€ipal notes issued in anticipation of the issuance of general obliSation bonds issued bv the

Municipality constitute a first lien on the Municipalityt Basic Tax.evenues. Accordinglv, the

Municipality's Basic Tax revenues would be available to make debt seruce payments on Eeneral

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

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

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

general obligation debt ofthe Muni€ipality.
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COMMONWEALTH OF PUERTO RICO

M UN ICIPAI.ITY OF VEGA ALTA

Management'sOiscussionandanalysis
lune 30, 2014

ECONOMIC EACTORS AND NEXT EUDGETS AND RATES

The MunicipaliW relies primarily on p.operty and municipal license taxet as well as, federal and state
grants to carry out the governmental activities. Historically, property and mLrnicipal license taxes have

been very predictable with increases not Senerally exceeding ten percent. Federal grant revenues mav

varyifnewgrants are available but the revenue isalsovery predictable.

Those factors were.onsidered when preparing the Municipality's budgetfor the 2014 2015 fiscalvears.

There were no significant changes between the budget for fiscal year 2013-2014 and the one for fiscal

yeat 2Ol2-2O13.

FINANCIAL CONTACI

The Muni€ipality's financial statements are designed to present users (citizent taxpayers/ .ustomers/

investors and creditors) with a general overview of the Municipaliny's finarces and demonstrate the

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

information, contact the Municipalivs Director of Finance, Mr. Damiiin Pabon, at P.O. Box 1390, Vega

Alta, Puerto Rico, 00692-1390.

(Thisspace was intentionally left in blank)
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

statement of Net Position

lune 30,2014

ASSm

Curent lsselsr

cash and cash equival€nis (notes lgand 3)

Receivables, netoiallowancefor doubtiu I a ccounts (note th):

Taxes:

3,961,432

Properq taxes {note 5l

saler taxes (note 4 b)

I\,lunicipal lhensetaxes (note4a)

Totaltaxes rcceivable

lntergov€ rnmenta I (note th and 7)

0ther

Total rcceivables

Total cunent assets

iloncur€nt !,sselt:

Temporari,y restrict€d clsh and cash eqlivalents (notes lgand3l

lnvestmenh

Gpital assets, iet of accunulated depreciation

and amortlzation (notes 1m and 8)

Total noncurrent assets

Totalasseb

5 111,434

125,605

6,433

3t0,4t1

1,891,415

314,156

2,11r,73t

6s49,63s

27,155,979

2l2,7ll

79,485,927

86,015,557

The accompanying notes tothe basicfinancialstatement a.e an integralPart of this statement.
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COMMONWEALTH OF PUERTO RI@
MUNICIPALITY OF VEGA ALTA

Statement of Net Position

June 30, 2014

UAAUNE5

,(counts pavableand other accrued liabilities (noies th)

rntersovernme^tal {note thand 7)

Accrued omoensated absenc€s, excludinslons-t€rm portion inote 10)

Not6 Payable Doral 'cu.i€nt portion

Noi6 payable cRlM -.lreniportion
Bonds payabl€ (notes 1q and 11)

Tota I cu rent lia bihi€s

,c. tued .o mpen sated abences, ex.ludiry.urent porrion (notes lo)
Bonds and notes pavable, excludins.uii€ntpo.tion (notes lqand 11)

Note Payable-Doral - n.lof curent portion

NotePaVable-CRrM netolcurefi ponion

Total hon.uii€nt liabilities

Total iabilities

ttefetred lnio$ of Rso!r.s:
D.fe(ed lnoowof Resources (notes ln, 4a)

s 1,9a2,703

rc6,543

36f94

7,031,t)57

,,951,35s

1,299,340

t7t,706

2s,49s,316

13,446,13t

1,549,993

NETPOSMON

rnvest€d in capitala$€4, net of rehted debt

Fede6l and stare Assist nce

Toial restri.led nd asseb !9,264,947

1,436,050

Iola! Liabilities a nd NetPosition

The a.companvinc notes tothe basic financial statement are an integralpart of this statement.
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COMMONWEALTH OT PUERTO RICO

MUNICIPALITYOF VEGA ALTA

Statement of Activiti€s
Year Ended June 30, 2014

u'trh ad dononi. dEElopm.rt

saiiEnon rd Bvimedl.6t'd

Clltrre reeaioiandedu€rion

rncGr on bonds, d.s, (apibl le6e
oblEdim and ld6E.md.bl (mi6 11)

5 
'1,61\,41 

S 1,3319e1 5 44,e73

Munidp:l l'rse bEsln@4)

rntss@emmenb .trr'lbutars ad rrimburse6

Net pciion+€dnnrc ot isd Far 6 r6taed

NetpBldotrndolfis y€-

________!]22:1_

The accompanying notes to the basicfinancialstatement are an integralpart ofthis statement
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA AITA
Balance Sheet

Governmental funds
lune 30,2014

utrdddds d ci.qucr.tu l@E 1c ad rl

Mli.iF lienest(d!1,
eE r, R&6de lnoe 1 b)

e from &*hmiol eit dE lnot ?)

5 7,rr,4' S e*1,111

395

10,39,M

s 5,@1e6 S dt,e7 s ,,674e

(This spacewas intentionally leftin blank)

The a..ompanying notesto the baric financial statement are an integralpart of this statement
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COMMONWEALTH OF PUERTO RrcO

MUNICIPALIY OF VEGA ALTA

Balance Sheet

GovernmentalFunds
June 30,2014

trttsr& Sqrq@16 oEtrBr, @lsf,Ed

U'IIJIEs

Hdd doxdesG(rd6 nadg

Rl'D 
'I'6

Tcd ldltErdhrdldac
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168
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?s313O

15119
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tEq43 3768413

- 334364

3:a)5A 4W
s 11p2 S $alxa

qts\w QfidE ?58tz3/3

5 6aD1a{6 S t46tfi1 S 31.61,@

(This spacewas intentionally left in blank)

The accompanying notestothe basicfinancialstatementa.e an integralpartofthis statement.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OI VEGA ALTA

Statement of Revenue, Expenditure and

Chanees in Fund Balances Governmental Funds

Year ended June 30,2014

Ddrsab SJrpobi

PrcFnyrrclbcrss,o6,2e5rr'.{9_S'92367'3
Md.rF rkar@lDb€, 2,6&,$e

Mr-iFrekrb:r(noE.t) 1,64,43
rq86
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hrr.ddilsh

_ , 1pI; s l",.g :-;@106 r--EF , ,G;;oWw't
{This space waC i4Ienlionally lett in blank}

The accompanying notes to the basic financial statement are an integral part of this statement
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Amouni5rcpodedas Net kslls for GovernmentalAclivities in the Shiemeni of Net a$ec i5 d ffurenl than the

amoht reported as tund hlance in tk GmmmeNa fund hlan.e shet beGuse:

Toial Fuid Equii/ as Shou on the Bahn.€ 5iet - Goltmmmhlfunds 9 25,812,873

Capital Asnes used in gMmmenta iclivitie! are iot fiim.ial reso(.es and, therefore, arc ml cPoned in the

govemmmhltundi 51,0s7,876

tonglemliabili es, iidud ng bond paFbk, ae not an oblEatioi of orent fimn.ialresoufles afd, thereforc, e

not reported ln the towmme,talirnds

Bonds, a dotherloigtermdebt S p1,353,8631

acruedobligatons Other Payables (17,500)

k!rued obl!&tions . Compeneied ablen.s {2,132,397)

A(rued obl Satiom - Chi5tro5 &nus {196,581) {25J30,341)

ton&tsm re.eMbh are not a rc.dvabh olthe current,inaicia re5ores and, therefore, arc not epoied ii the

Prop-Artyrar S

liteGoEmm€nta Se.eivable 98,427 98,4-27

Net Posrlon of GoEmriemt Adilities s 51,038,813

(This space was intentionally left in blank)

COMMONWEALTH OT PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Reconciliation of Statement of BalanceSheetof
Governmental FundstotheStatementof Net Position

Year ended lune 30,2014

The accompanying notes tothe basicfinancialstatement are an intetralpart ofthis ttatemenl.
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COMMONWEATTfl OF PUERTO RICO

MUNICIPALITY OF VEGA AI.TA

Reconciliationof Statementof Revenues, Expenditures, and

changes in Fund Balances Governmental Funds tothe Statement ofActivities
Year ended June 30,2014

Airtnls reFrEd forcovenfiEitaladiviti5 in the acfiYt3nyrG natffitare dffs€rt L€(al5e:

NetdarEe inturd lEblE as cpcted in the a(!..rtfrrying raEEr*of tEverues, ses'diuE a.d dErE€s in

tudbdar6-swgrrEntdfrn& S P27s,481)

GoslmrEln Ib rcport caFlatdnb)64ep€nftue Ho,,€kr,inttEa@rparyirBstaErEnt da.ti!ili5,
ttE€od ditrass€ts isdl@td mrttEirstnEted !6drl liv€s 6 degEhlin epense 3,83181f

DepdiatioeqeiE€ l42l415al

ReFrn€nt d bdd ard nc pindFl 6 €cod€d 6 ependtrE inthego\€rrrEnlal tunb, hrttlE EpavrErt

redB ldg-term trabltr€s in tE st*ffintof rEt as€E

Epeidtue ad rffi re.nded fo. gowmBt{ide ard not fcr 8o\6nmldturB

NetdalBs in nd6ets as Epoted in the a@rp6rryingstdemrtof activtr€.

2M,327

(1@,020)

5 (nL124

(This spacewas intentionally left in blank)

The accompanying notes to the basicfinan.ialstatementare an integralpart olthis statement.
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CoMMoNWEALTH Of PUERTO fuCO

M UNICIPALITY OF VEGA AITA
Notes to Basic Financial Statements

June 30, 2014

1. GOVERNMENTAL ENTIY AND SUMMARY OF SIGNIfICANTACCOUNTING POLICIES

B,

Government Backeround lnlormation

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

sanitation, public housing and welfare, culture and education, urban development and many

other general a nd administrative d uties.

The laws and regrlations ofthe 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 ekcted every four years and is assisted by the
administrative CabineL which is appointed by the Mayor. The leg;slative power is exerEised by

the Municipal Legislature, which is also el€cted every four years. Ihe judiciary power is

exercised by the General lustice Court System of the Commonwealth, which has jurisdidion

overthe Municipality.

Financial ReportinP Entiw

The ac€ounting policies and financial reportir€ practices of the Municipality conform to the
a€counting principles generally accepted in the United Sbres ofAmerica ("GAAP")as applicable

to state and local Sovernments.

Ac€ording to GAAP, the financial reporting entity for the Municipality consists of: (1) the
primary government, which is composed ofall municipaldepartments and units under the legal

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

ln evaluating how to define the Municipality for financial reporting purposes, the Municipalivs
management has addressed all potential entities and organizations that may be considered

component units according to the criteria set forth by statement No. 14, The Finonciol

Reporting Entity, as afie ded byStatement No.39, Detemining Whether Certoin Oryonizotions

ote Conponent Units, both issued by the Governme ntal Accounting Standards Board.

GAAP defines component units as those entities that: {1) are legally separate organizations for
which the Municipality's elected officialsare financially accountable, and (2)other organizations

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

accountability exists if the Municipality appoints a voting maiority of the or8anlzation's

Soverning 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

financialbenefits to, or impose specific finan€ial burdens on, the Municipality
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COMMOI{WEALTH Of PUERIO RICO

M uNrcttaLrY oF VEGA ALTA

Notes to Sasic Financial Statements
iune30,2014

Flnancial Reportina Entitv lcontJ

GASB Statement No.39, which was earlyadopted bY the Municipality on lulY 1,2003, amended

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

€ertain organizations for which the Municipality is not financiallv accountable should be

reported as component units based on the nature and signifi€ance 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 forthe direct benefit

of a governmental entity. Such or8anizations a.e legally separate, tax_exempt entities that
meet all of the three specific criteria that address benefit, entitlement or access/ and

significance.

The [4unicipality's management has €oncluded that, based on the aforementioned criteria,

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

M unicipality according to GAAP as of June 30, 2014 nor for the yea I then ended.

New Financial Reportins Model

On July 1, 2003, the Municipality adopted the provisions of Statement No. 34, Baric Finonciol

Stotenents - ond Monogemen(s Discussion ond Anolysis - for Stote ond Locol Aovenments

{commonly known as "GASB 34"), issued by the Governmental Accounting Standards Board

(GASB). This statement, as am€nded, established a new financial reporting model fcr state and

ln addition, the Municipality adopted the following required stat€ments issued by GASB and the

Financiat Accounting Standa rds Board ("FASS"):

GASB Statement No. 33 - Accourtrrg oncl Financiol Reporting lor Non excbonge

GASB stat€m€nt No. 36 - Re./pient Reporting lor Certoin Shored Non exchonge

GASB siatement No. 37 - Bosic Finonciol stotenents ond Monagement's Discussion

ond Analvsis - fot Stote oncl Locol Govenments: Omnibus;

GASB Statement No. 39 - Determining Whether Cettoin organizotions ore Conponent

Units;
GASB lnterpretatlon No. 6 - Recognition and Meosurcment ol Certoin Liobilities and

Expenditures in Govennentol Fund Finoncidl Stotements.

GASB lnterpreiation No. 54 - Ftnd Balonce Reponing ond Govenmentol fund Tvpe

cAsB statem€nt No. 63- finonciol Reponing ol Delened outflows of Resources,

Deleffed lnflows ol Resources, ond Net Position.

6A58Statemeni No.65- / terns Prcviottsly fleported os Assets and Liouliies
GASB Statement No. 5a- Accounting ond Finonciol Bepotting Iot Pensions - on

Anendment oJ GASa Stotenent No. 2 7
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COMMONWEALTH oF PUERIo RIco

MUNIcIPATIIY oF VEGA ALTA

Notes to Basic Financia I State ments
June 30, 2014

C. New Financial Reportins Mod€l{cont.l

The effects of implementing the aforementioned pronounEements have been reported as

changes in accounting principles in the accompanying basic financial statements. Accordingly,
the cumulative effects ofsuch t ansactions have been reported retroactively as restatements of
fund balances atluly 1, 2003.

According to the new finan€ial 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:

Manag€m€nt'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 ofthe Municipality's finan€ialactivities for the year ended June 30, 2014 based on
the Municipality's management knowledge of the transactiont events and cond:tions
reflected in the basic financial statements and the fiscal policies that €ontrol the
Municipality's operations.

Governm€nt-Wide financial Statem€nts ("GWfS") - GWFS is a set of financial statements
composed of:(1)a sratement ofnet position and (2)a statement of activities.

GASB Statement No. 7G Accountng ond Finonciol Reporting for Non-exchonge
Finonciol Guorcntees

Simultaneously to the adoption of GASB Statement No. 34, the Municipality adopted certain
pronouncements issued by FASB and all of its predecessor bodies, srrch as the Accounting
Principles Board (APB), for its governmental a€tivities.

ln this respect, the Municipality adopted the pronouncements issued by these entities that
were issued on or before November 30, 1989, and that do not conflict with GASB

Accordingly, on .luly 1, 2003 the Municipality adopted the provisions of APB Opinion No. 21,
lnterest on Receivobles ond Poyobles, to account for non interest bearing receivables and
payables reported in theaccompanying basic financia I statements.

2.

1,.

The gove.nment-wide financial statements are aimed at presenting a broad overview of the
Municipality's finances byfocusing on operationalac€ountability through reportingthe finan€ial
position and results of operations of the Municipality as a whole usins methodsthat are similar
to those used by most privale businesses.

The statement of net position provides short term and long term information about the
Municipality's financial position, which assist management to determine the M!nicipality's
economic condition at June 30, 2014 by presenting allofthe Municipality's assets and liabilities,
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COMMONWEAIIH OF PUER]O RICO

MuNrcrPAL[Y or VEGAALTA
Notes to Basic Financial Statements

June 30,2014

C. New Financial R€portinq Model lcont.l

with the difference between these two items reported as "net position" (equiW). Net position

are reported in the followingthree cate8ories:

lnvested in Capital Assets, Net of Related Debt - This consist of capital assets, net of
accumulated depreciation and amorti2ation and reduced by outstanding balances for
bonds, notes, and other debt that are attributed to the acquisition, construction, or
improvement of those assets.

Restricted Nel Position - These result when constraints placed on them are either
externally imposed or are imposed by constitutional provisions or enabling legislation-

lnternally imposed designations of resou.ces are not presented as restricted net position.

when both restricted and unrestricted resources are available for use, gene.ally it is the
Municipality's policy to use restricted resources first, and then un:estricted resources as

they are needed.

Unrestricted Net Position -These consist ofoet position which co not metthe definition of
the two preceding categories. LJnrestricted oet position often are designed to indicate that
management does not €onsider them to be available for genera operations. unrestricted
net position often have constraints on resources that are imposeJ by mana8ement, but €an

be removed or modified.

The statement of activities presents financial information showing how the Muni€ipality's net

position changed during the year ended June 30, 2014- The statement of activities
demonstrates the degree to which direct expenses ofa Siven function orsegments are offset by
prosram revenues. Direct expenses are those that are clearly identifiable with a specific

fun€tion, segmeot or operational unit. Program revenues include charges to €ustomers or
applicantswho purchase, use or directly benefit from goods, services or privileges provided by a

Biven function, segment or operational unit. Program revenues also in€lude 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 program revenues- The

Municipalitv does not allocate general government (indirect) expenses to otherfunctions.

Under the provisions of GASB 34, all activities carried out by the Municipality are considered
governmental in nature for financial reporti.g purposes. As a result, no business type activities
are reponed in the accompanyinE basic financial statements.

3. fund Financlal statem€nts ("tES")- FFS is a set offinancial statements composed of: (1) a

balance sheet (financial position) and (2) a statement of revenues, expenditures and

changes in fund balances (deficits) of the Municipality's sovernmental funds (results of
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COMMONWEALTH Of PUERTO RICO

MU IGIPALTY oF VEGA ALTA
Notes to Basic Financial Statements

lune 30,2014

C. N€w Financial Reoortins Model(cont.)

The fund financial statements focus onj (1) financial accountability, {2) individual pa(s of
the Municipality's government and (3) reporting the Municipalivs operations in more
detailthan the government-wide financial state ments.

Each fund is considered an lndependent fis€al entity accounted for within a set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenue, and
expenditures. Fund accounting segregates funds according to their intended purpose and
is used to aid management in demonstrating comp,iance with legal, financial and
contractual provisions.

On March 2009, the GoveromentalA€counting Standards Board (GASB) issued GASB 54 in
an effort to improve the consistency in reporting fund balance components, enhance fund
balance presentation, improve the usefulness offund balance information, and clarit the
definitions ofthe governmental f! nd types.

ln summary GASB 54 introduces enlirely new terminology and classification of fund
balances in governmental funds. This new standard also establishes a hierarchy of fund
classifications as f ollows:

1.I!9EpC!.d.ablC&p.U!E that is, the fund balance whi€h €annot be spent as they are
associated with assets such as inventory, prepaid expenses, Iong term receivables or
permanentfUnd principal-

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

a. Restricted
b. Committed
c. Assigned and
d. Unassigned

How to classlly spendable amounts:

Restided Fund Bolonce:lhis balance represents amountsthatare constrained for a specific
purpose through restrictions of external parties (i.e. creditors, grafltors, contributors, or
laws or regulations of other governmen$), or by constitutional provision or enabling
legislation, pursuant to the definition of'?estricted" in paragraph 34 of GASB 34, as

amended by GASB 46.

Comnitted Fund Balonce: this balan€e represents amounts that are constrained for spe€ific
purposes imposed by a formal action of the governmenfs highest level of decision making
authority {i.e. amounts that have been committed bya governing body legislation,
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COMMONW'AII1I OF PUERTO RrcO

M UNICIPALIrY oF VEGA ALTA

Notes to Easic Financial statements
1une30,2014

C. New Financial Remrtins Model{cont.l

ordinance or resolution for a specific purpose). Furthermore, fund balances cannot be sued
for other prrrposed unless the government used the same acting it tookto ori8inally commit
the amounts.

Assioned Fund Bolonce: this balance represents amounts that are constrained by the

Sovernment's intent to be used for a specific purpose, but are neither restricted nor
committed. lntent should be expressed by (1) the governing body itself (2) a body (e.9. a

budget committee) or olficial to whom the governing body has delegated authority to
assign amounts to be used for specific purposes.

Ihe key distinction between committed and assigned is that committed monies are set by

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

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

General Fund; it includes allamounts that are not classified in the previousthree jategories

(restricted, committed and assigned). Furthermore only the General Fun(l can repott
unrestricted f und balan.e.

Encumbrdnce - Encumbtances should not be displayed as a separate classificdtion of fLrnd

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

accounting, significant encumbrances should be disclosed in the notes to the financial
statements by major funds and non major funds in the aggregate in conjunction with
required disclosures a bout other sign ificant commitments.

The miflimum numbe. of funds is maintained consistent with leeal and self imposed

managerial requirenents established by the Municipality. For fi na ncial reporting pu rposes,

the M unicipality €lassifies its funds within the following governmental fu nd catesories:

Generol Fund - the genetal fu nd is the chiefoperating fund used to account for allfinancial
resources and governmental activities of the Municipality, except for financial resources

required to be accoLrnted 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 followins compellins reasons has required the use of another fundr {1) lesal

requirements, (2) GAAP requirements or (3)the demands of sound financial administration
requiringthe use ofa fund other than thegeneralfund.

Special Revenue Funds The special revenue funds are used to account for and to report
the proceeds of specific revenues derived from grants or other revenue sour€es that are

restricted or committed to expenditures for specific purposes other than debt services or
capital p.ojects. Ihe uses and limitations of each special revenue fund are specified by
municipal ordinances or federal and state statutes.
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COMMOXWEALIH OF PUEFTO RICO

MuNrcrPALrY or VEGA ALTA

Notes to Sasic Finan€ial Statements
iune30,2014

C. New tinancial Reportine Model lcont.l

Debt SeNice Fund- fhe debt service fund is used to a€count for and to report financial
resources for that are restri€ted, committed rassigned toe)(penditure principaland interest
for: (1) general long-term debt for which debt service payments are legally mandated to be
accounted for in a debt service fund, andlor (2) general long term debt for which the
Municipality h being accumulating financial resources in advanc€, to pay principal and
interest payments m aturing in future years Guch bonds payable and notes payable).

General longterm debts for which debt service payments do not involve the advance
accumulation of resources {such as capital leases, compensated absences, claims and
Judgments, advances from CRIM, and landfill closure and post closure maintenance costs)
are accounted for in the generalfund.

Long-term debt's principaland accrued interest due on July 1of the followingfis€alyearare
accoLrnted for as liabilities in rhe debt service fund at June 10, if resources are available at
.iune 30 for its payment-

Copitol PrcjecA Funds - Capital projeds funds are used to account for and report the
financial resources that ar? restricted, committed or assigned to expenditures for capital
outlays including acquisiti)n or construction of major capital facilities, other assets and
permanent improvements The use of the capital projects funds has been reserved for
major capital acquisitions or construction activities that would distort financial resources
trend data if not reported separatelyfrom the other Municipality's operating activities.

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

The Municipality has no signifi€ant operations or activities that: (1) are financed and

operated primarily in a manner similar to private business enterprises, where the costs of
providinS goods or seNices to the general public is financed primarily through user

charges, or (2) are fiduciary in rature. tu a result, the Municipality does not report
proprietary nor fiduciary funds in the accompanying fund financial statements. All

M uni€ipalities' fu nds are classified as govern mental for financial re porting purposes.

5.

Notes to the Bosic FiMn.iol Stotedents A set of notes that provide information that is

essentialto a use/s understanding ofthe basic financialstatements.

Required Surylenentory lnlonotion (oth* thon MD&A) - A set of reports and

information reported along with, but separate from, the basic financial statements of the
Munlcipality, su€h as: (1) Budsetary Comparison Schedule - General Fund, (2) the Notes to
Budsetary Comparhon Schedule and (3) the schedule of runding Progress - Employees'
Retirement System ofthe commonwealth ofPuerto Rico and lts lnstrumentalities.
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Notes to Easic Financial Statements
lune 30,2014

D. Measurement tocus and Basis ofAccountinq

The term measurement focus refers to what is being expressed in reporting financial position

and performance, that is, which resour€es are being measured in the accompanving basi.

financial statements. Two different measurement focuses have been applied in the

accompanying basic financial statem ents: (1)the flow of current financial resources and (2)the

flow of economic resources. Basis of accounting refers to when transactions have been

r€cognized in the accompanying basic financial statements. GAAP provides for the use of two

different bases of accounting, which have been used in the accompanying basic financial

statements: (1) the accrualbasis and (2)the modified accrualbasis.

The accompanying government-wide financial statements are reported using the economi.

resources measurement focus and the acctual basis of accounting. ac€ordinSly, revenues are

generally recorded when earned and expenses are Senerally reco.ded when a liabilitv is

incurred, regardless ofthetimingofrelated cash flows. Grants and simirar itemsare recognized

as revenue as soon as all eligibility requkements imposed by the provider have been met. All

significant inter fund activities have been eliminated from these go/ernment-wide financial

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

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

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

expected to be collected within the next 90 days following the fiscar yeaFend)to pav liabilities

of the current period, except propertytax revenues, forwhich the availability period is 60 days.

ln applying the sus€eptible to accrual concept to intergovernmental revenue in the

accompanying fund financial statements, there are essentiallv two types of revenue. For th€

majority of grants, moneys must be expended by the Municipalitv on the specific purpose or

project before any amounts will be reimbursed Revenue is, therefore, generallv recognized as

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

generally revocable only for failure to com plY with prescribed compliance requirem ents. These

resources are generally reflected as revenue at the time of receipt or earlier ifthe susceptible to

accrLral criteria is met.

ln the accompa nying fu nd flnancialstatements, expenditures and related liabilities are generallv

.ecorded in the accountins pe.iod in which the liabilitv is incurred, except for: (1) principal

payment and interest on long_term obligations, which are recorded when due, except for
principal and interest due in July 1 of the following fiscal vear which are recorded when

resources are available in the debt service funds (generallv.,une 3o); and (2)vacation leave, sick

leave, Christmas bonuses, obligations under capitalleases, amounts su biect to judgments under

litigation, and other long{erm obligations, which are recorded under the accrual basis of

accounting in the accompanying government wide financial statements.
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CoMMoNwEAtrH oF PuErro Rrco

MuNrcrPALIrY or VEGA AIIA
Notes to Basic Financial Statements

June 30,2014

O. Measurem€nt Focus and Basis o, Accountine {cont )

ln Oecember 1998, the Governmental Accounting Standards Boa'd issued Statement No' 33'

A,ccountins ond Finonciol Reporting Jot Non-exchonge Transoctions l"GAsB 33")' effective for

financial slatement for periods after June 15, 2ooo, which the Municipality adopted on July 1'

2003. This statement established a€counting and reporting standards for non exchan8e

transactionsinvolvingcashandfinancialorcapitalresources{forexample,mosttaxes'grants
and private donations). ln a non_exchange transaction, a government gives (or receives) value

without directlY receiving (or Siving) equal value in return'

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

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

four classes, Lased on thek principal characteristics: (a) derived tax revenue; (b) imposed non

exchange revenue; (c) government mandated non exchange transactions; and (d) voluntary

non-exchange transactions.

The adoption cf this statement altered significantlv the basis of accounting used bv the

Municip;tiry for thr recognition of revenLre and expenditLrres and retated assers and tiabilities,

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

changes in acco!nting principles in the ac.ompanying basic financial statements A€cordinelY'

the ;mulate efiects of such transactions have been reported retroactively as restatemehts of

fund balancesatiuly 1, 2003

E. Maior and Non'malor Funds

Under the provisions of GASB 34, the MunicipalitY is required to segregate funds among maior

ana non major categories within the fund flnanc;al statements Major individual governmental

funds are reported is separate colLrmns in the accompanving fund financial statements' whil€

aata from afi non ma;or iovernmental funds are ag€regated into a single column' regardle$ of

iund tvpe. nt minimum i fund is considered maior if: (1)it is the primary operating fund ofthe

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

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

fund are at least 10 percent of the €orresponding total for all funds of that €ate8ory

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.

Basedontheabove_mentionedcriteria,theMunicipalitv'sgeneralfund'thedebtservicefund'
and 56,12O,oOO Loan are the onlv three funds that qualify as major funds for the fiscal vear

ended june 30, 2014, and accordinglY, have been reported as major funds in the a€companving

fundfinancialstatements,Allothersovernmentalfundsofthelvlufiicipalityareconsidered
non-majorforfinancial reportingpurposes'
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Notes to Basic Financial Statem ents

June 30,2014

Maior and Non-maior funds - lcont)

The Municipalitys budget is adopted in accordance with a statutory basis of accountinS' whi€h

is not in aciordancewith GAAP. Revenue isgenerallv recognizedwhen cash is received'

StatuiorY I Budsetarv) AccouniinP

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

lu"ituUfe 
"ppropri-"tions 

and encumbrances are established to lapse one vear after the end of

the fiscal ye;r. lmounts required to settle claims and iudgments against the Municipality' and

certain ot;er liabilities, are not recognized until they are encumbered or otherwise processed

ln the governmental funds, encumbrance accounting is a under the statutory basis of

account;g, the Municipality uses encumbrance accounting to record the full amount of

purchase orders, contracts and other commitments of appropriated resources as deductions

irom the a ppropriation prior to actual expenditu re sig;rifi'ant aspect ofbudgetary control'

The accompanying budgetary comparison scheduie - Seneral fund, onlv presents the

information for th; generat fund, which is the only Nruni€ipality's fund with a legallY adopted

budget, as requir€d bY GAAP-

BecaLrse accounting principles applied for purposes of developing data on a budget basis differ

significantly from ihose used to present financial stalements in conformity with GMP' a

re-conciliation of differences in the deficiency of revenues and other financing sources unde'

expenditures and other uses of financial sources for the vear ended June 30' 2014 was

presented forthe generalfund as part ofthe accompanving budgetary compa rison schedule-

G. cash and Cash Eouivalents

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

and short-t;rm investments in certificates of depositwith oriSinal maturities ofthree months or

less from the date of acquisition.

The Municipality follows the practice of pooling cash and €ash equivalents The balance in the

pooted casn acmums is available to meet current operating requirements and anv ex€ess is

;nvested in various inierest bearing deposits with private commercialbanks'

Cash with fiscal agent in the debt servi€e fund represents additional property tax colle'tions

,"t"i""a U, ,r," itunicipal nevenue Collection center ("cRlM"' bv its spanish Acronvm) a

.r"i.ipd *.p-"i* t""t a component unit ofthe commonwealth or ofthe Municipalitv)and

,alito*f potrcn ot sates taxes collected and distributed bY P R' Treasury Department and

;eposited in P.R- Governmental Bank. such cash balances are restricted for the payment of the

Municipality's debtservice, as established bY law
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Notes to Basic Financial Statenents
June 30,2014

Receivables and Pavables

Activitv betlveen funds that are representative of lendin&/borrowing arrangements outstanding

al the;nd of the fiscalyear are referred to as eiiher "due torrom other fundi' (i'e the €urrent

portion of inte.fund loans).

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

individualand corporate propertvtaxes, m unicipal license taxes and construdion excisetaxes'

A portion of these tax receivables is recognized when thev be€ome measurable and available

based on actuat collections during the 60 days following the fiscal year end related to tax

returns due before year_end. Tax receivables also include amounts owed by taxpavers from

taxable years priortoJune 30,2014, estimated to be collectible but not currently available' as a

resuk ofthe adoption of GASB 33.

Accounts receivables are stated net of estimated allowances for doubtful accounts' which are

d€tennined based upon past collection experience and cLrrrent economic €onditons

lnrerpovernmental receivables mainlv represent amounts owed to the Municipality bv the

Comironwealth and the federal government of th€ United States of America for' {:)
interSovernmental charges, and (2) for reimbuGement of expenditures incurred pursuart to

ferteially funded programs, respectively. ln the ac€ompanying government_wide frnarrcial

statem;nts, receivables consist principally of all revenues earned at vear_end and not vet

re(eived. Allowan€es for doubtful accounts are based upon historical trends and the peri)dic

aging of a€counts receivable.

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

property taxes and consvuction excise taxes, among others'

Non-exchange transactions collectible but not available are deferred in the accompanving fund

financial sta-tements in accordance with the modified accrual basis of accounting' but not

deferred in the accompanying governmenlwide finan'ial statements in accordance with the

accrLralbasis of accoLrniing. lnterest income is recorded when earned onlv ifcollected within 90

days after yea r_end sin€e they would be €onsid ered both measu rable and available Allowa nces

io/ ,n.ort".titr" u..ountt receivable are based upon historical trends and the periodic aging ot

accounts receivable.

lnventories and Preoaid Exoenses

lnventoriesconsistofmatelialsandsuppliesheldforconsumption.Generally,inventoriesand
pr"Oria *p"** are valued at cost and predominantly on the first_in' first-out 

.basis
8","r".""i"r fund inventories and prepaid expenses are recorded as expenditures

rc."tr.p,i"" method) when purchased rather than 
'apitalized 

as an asset Only siSnificant

;mountsof inventory and prepaid expenses at the end of the vear would be capitalized' if any'

in the governmental funds. However, inventories are alwavs capitalized (purchase method) in

the statement of net Position.
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MUNICIPATITY OF VEGA ALTA

Notes to Basic Financial Stalements
lune 30,2014

T€mpora.ilv Restricted Assets

Certain cash and cash equivalents set aside by the general fund, the €apital projects fund and

ttr" ,peci"t l."renru trna 
"re 

classified as temporarily restricted assets sincetheir use is limited

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

estabiished in the respective debt agreements, lb) the funding of construction and permanent

improvement projectt and (c)the funding offederaland state sponsored programs'

Delerred Charses

Defe(ed charges in the accompanying statement of net position consist of debt bond issLran€e

costs, which are amortized over the term ofthe related debt using the straight_line method ln

the f;nd financial statements, bond issuance €osts are recognized in the current period as

expenditure, whetheror notwithheld from the actualdebt proceeds 
'eceived

lnteFfund Transactions

Permanent reallocations of resources between the Municipalivs funds are classified as inter-

fund transfe.s. The MunicipalitY has th, followingtYpes oftransactions recorded amon8funds

in the accompanying fu nd financialstate'nents:

. operutitg Trunsiers - Legally required transfers that are reported when incLrrred as

"operating transiers_in" bY the recipient fund and as "operating transfer out', by the

disbursingfund

. tnteplund F'oynents (Quoti-extenol Trunsoctions) - Charges or collections for services

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

expenditure of the disbulsing fund

For the purposes of the accompanying government_wide statement of activities' all inte'fund

transfersbetweenindividual Sovernmental fundshavebeen eliminated'

M. capitalAssets

The accountingand reporting treatment apPlied to the capitalassets associated with a fund are

determined by its measurement focus. General capital assets are long_lived assets of lhe

Municipality ;s a whole, such as land, land improvements, easements' bLrildings' building

i.ptor"rn"no, *ft,.f"., ,achinery, equipment, works, infrastructure and all other intangible

ass"* tt,at "r" 
used in the operations of the Municipalitv and that have initial useful lives

extending beyond a single reporting period (nscal vear)' lnfrastructure assets are generallv

i.ro*U]" l"*tu." *a include roads, bridges, streets and sidewalks' drainage svstems and

other similarassets. ln the accom panying government_wide statement of net position' all
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MuillclPALrw or VEGA AITA
Notes to Basic financial Statements

June 30,2014

M. Caoital Assets{cond

individualcapitalassets over the threshold amount ofS50O have been capitalized and

ln the accompanying Sovernment-wide statement of net position, all capital assets are valued

at their hisbncaic; or estimated historical cost if actual is unavailable, except for donat'd

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

Estimated historicalcost was used tovalue the maioritv of the assets acquired prio'toJune 30'

2014. The costs of normal maintenance and repaks that do not add value to the asset or

m aterially extend capitalasset lives are not capitalized.

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

method. All individual capital assets under the above mentioned capitalizatiorr threshold are

charged dkectlyto expense in the ac€ompa nying government-wide statement ofactivities'

The estimated usefullives of maior capital asset categoriesare:

Equipment held under capitalleases is depreciated underthe shorter of its estimated useful life

oitte assets or ttre tease term. Capital assets are recorded as capital outlays expenditures in

the acquiring fund for the purposes of the accompanving statem€nt of revenues' expenditures

and chanees in fund balances - governmental fLr nds.

N. Defered lnflows of Resources

The Municipality reports Deferred lnflows of Resources on its basic financial statements'

Oeferred tnnows of Resources arises when potential revenue does not meet both the

"measurable" and "available" criteria for revenue recognition in the cLrrrent period Available is

defined as due (or past due) at lune 30, and coll€cted within 90 davs (60 davs for properw

taxes) thereafte; to pav obligations due at June 30' Deferred lnflows of Resources also arise

when the Municipality re€eives resources before it has a legal claim to them' ln subsequent

p"ri"at, *f,"",f," ***e recognition criterion is met, or when th€ Municipalitv has a lesal

;laim to the resources, the liabilitv for Deferred lnflows of Resources is removed and revenue is

recognized. Deferred lnflows of Resources at the government wide level arise only when the

vunicipatity receives resources before it has a legal claim to them Deferred lnflows of

Resour:es;t lune 30, 2014 amorrnted to 51,526,091 in the accompanYing government-wide

statementof net position and balance sheet - governmenlal fu nds, respectively
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MuNr€rPAIrY oF vEGA ALTA

Notes to gasic Financial Statements

.June 30,2014

O. Comoensated Absences

compensated absences are accounted for under the provisions of statement No' 16'

Accounting Jor Compensoted Absences, issued by the Governmental Accounting Standards

Board (GASB 16).

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

vacaiion, sick leave and €ompensatory time. According to GA5B 16, the liabil;tv for

compensated absences recorded in the accompanying Sovernment wide statement .of net

posiiion is strictly limited to leave that: (1)is attributable to services akeady rendered on or

;efore lune 30, 2014, and (2) is not contingent on a specific event (such as illness) that is

oLrtside the .ontrol of the MunicipalitY and the employee The liabilitY for compensated

absences, includ€ salary'related costs, which are directly and incrementally related to the

amount of salary paid to the emploYee (su€h as emplover's share of Social Security taxes'

Medicare taxes, emploY€r cc'ntributionsto retirement system and others)'

The vacation policY of tle MunicipalitY provides for the accumulation of regular vacations at a

rate of 2.5 days pe. morth (30 davs per year) Emplovees accLrmulate re8ular sick leave at a

rate of 1.5 days per month {18 davs per y€ar). Emplovees accumulate compensatory timeat a

rate of 1.5 times the oiertime worked. All vacation and sick leave days accumulated bY

employees in excess of:0 days and 90 davt respectively, are paid to emplovees-each Year if

noiconsumed, as required by law. ln the case ofcompensatory tim€, the excess of 240 hou6 is

paid to employees each year, ifnot consumed. Upon termination ofemployment' an emploYee

,"a"ir". ao.p"ntrtion fol' allac€umLrlated unpaid regularvacation leave at the current rat€' ln

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

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

".ptoy"". 
Upon t"rminrtion of emplovment, an emplovee does not receive compensation for

compensatory time, if not consumed. After 10 years ofseruices anY regular sickleave balan'e is

paid to the employee. Accumulated vacation time is fullvvested to the employees at anytime

At June 30, 2014, the Municipality has recorded a liabilitv for compensated absences

amountingto 52,332,397 in the accompanying government_wide statement of net position'

P. Claims andJudsments

The estimated amount ofthe liability for claims and judgments, which is due on demand' su'h

as from adjudicated or settled claims, is recorded in the generalfund if anv'

Q. Lonr-Term Debt

All long-term debt to be repaid from governmental resources is reported as liabilities in the

c;u".;"nt-*ia" .t"t".uni of net position, exc€pt for principal and interest p?vment on lons

ierm obligations aue in lulv 1of the following fiscalvear, which is recorded in the fund financial

,t"t"r"ni. *t"n ,".or.es are available in the debt seNice fund (generallv at June 30)' Bonds

and notes p.emiums and discounts, as well as, issuance €ostt are deferred and amortized over

the life ofthe debtin the accompanying government_wide finan'ialstatements'
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Notes to Basic Financial Statements
June 30,2014

LonP-Term Debt lconl)

Long-term debt for governmental funds is generallY not reported as liabilities in the fLrnd

financial statements.

ln the Bovernmental fund financial statements, governmental funds re€o8$ize bond premiums

and dkcounts, as wellas bond issuance costs, d u ring the curent period

The face amount ofthe debt issued is reported as other financing sources Premiums received

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

financing Lrses.

RiskFinancine

The Municipality purchases commercial insurance covering casuahy, theft, tort claims' and

other losses. The Commonwealth, through its Department of lreasury, pays the insurance

premiums on behalf of the Municipality and then h reimbured €ach year through monthly

equal paymenS. rhe current insurance policies have not be:n :anceled or terminated' For

workers' compensation and disability insu.ance, the Municipalitv obtains insurance coverage

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

the O;€upational Oisabilitv Fund {which is a trust fund admrnistered by th€ Department of

Labor and Human Resources ofthe Commonwealth)

Totalcolumns

Total columns on the fund financial statements are presented onlv to facilitate ffnancial

analysis. Data in these €olumns does not present consolidated inancial position or results of

operations in conformitY with GMP. Such data is not comparable to a consolidation since

interfund eliminations have not been made in the a€com panying fund financial statements'

use of Estimates

The preparation of basi€ fina ncial statements in conformitv with accounting prin€iples generally

accepted in the United States of Amedca requires the Municipality's management to make

signiii€ant estimates and assumptions that affect the reported amounts of assets and liabilities

ana tl. aisctosrre of contjngent assets and liabilities at the date of the basic financial

ataiements and the reported imoLrnts of revenue and expenses durins the reporting period'

Aclualresults could drffer trom thole estimates

R.

5.

T.
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Notes to Basic Finan€ial Statements

June 30,2014

U. tuture Adootion of Accountlnr Pronouncements

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

that have effective dates afterlune 30, 2014:

. statement No 55 lkms Prcviousty Repotted as Assets ond tiab'fks_This Statement

establishes accoLrnting and financial reporting standards that reclassify' as defered

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

Reported as assets and liabilities and recognizes, as outflows of resources or inflows of

re;ources, certain items thatwere previouslY reported as assets and liabilities'

Concepts Statement No. 4, Elements of Financial Statements, introduced and defined the

elements included in financial statem€nts, in€luding deferred outflows of resources and

deferred inflows of r€soLrrces ln addition, Concepts Statement 4 provides that reporting a

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

instan:es identified by the Board in authoritative pronouncements that are established

after apflicable due process. Prior to the issuance of this Statement, only two st']ch

pronor';cements have been issued. Statement No 53, Accounting and Financial Reporting

ior De-ivative lnstruments, requires the reporting of a deferred outflow of resources or a

deferrrd inflow of resourcesfor the changes in fair value ofhedging derivative instruments'

and Sratement No.60,Accounting and Financial Reporting for Service Concession

Arrangements, requires a deferred inflow of resources to be reported by a transferor

gover;ment in a qualifving seNice .oncession arrangement' This Statement amends the

i nancial statement element classification of cenain items previously reported as assets and

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

This Statement also provides other fi nancial reporting guidance related to the impa€t of the

financial statement elements deferred outflows of resources and deferred inflows of

resources, such as changes in the det€rmination ofthe major fund calculations and limiting

the use ofthe term deferred in financial statement presentations'

The provisions ofthis Statement are effective for financial statements for periods be8inning

after December 15,2014. Earlier application is encouraged'

The Municipalitv has not vet determined the effect this statement will have on the

M unicipality's financial state ments.

. Statement No.66le.hnicot corrections-2}l2-an amendment ofGASB statements No' 10

and No- 62-The objective ofthis Statement is to improve accounting and financialreporting

for a governmental ffnancial reporting entitv bY resolving conflicting guidance that result€d

from the issuance of two pronoun€ements, Statements No 54, Fund Balance Reporting and

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

Reporting Guidance Contained in Pre Novemb€r 30, 1989 FASB and alcPA

P.onouncements.
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U. Future adootlon of Accountlns Pronouncements (cond

fhi. Stdtement omen.ls Stotenent No. 10, Accounting ond Finonciol Reporting for Risk

Finoncing ond Relote.l lnsurcnce lssues, by removing the ptorision thot li,r,ns fund'bosed

repottin; of on entiys risk financing o.tivities to the generol fund and the intenol serviee

fund tyie- As o result, governments should bose their 
'lecisions 

obout Jund type
'clossifiition 

on the noture oJ the octivity to be rcported' os rcquired in Stotement 54 ond

Stotement No. 34 Bosic Finonciot Stotements-and Monogenent's Discussion ond

Anolysis-for Stote ond Locol Governments'

This Stotement otso onends Stotement 62 by nodilying the specfic guidonce on occounting

lor (7) opercting leose payments that votv lron o sttoight'line basis, (2) the dillerence
'between 

the initiol investment (purchose pice) and the principol amount ol o purchased

toan or group of loans, ond (j) se1icing Jees reloted to mortgoge loons that ore sold when

the stdid sevice Jee ftte diffets signiJicantll frcn a cuffent (nomol) seNicing lee rcte

These chonges cloily how to opptv Stotement No 73' Accounting lot Operoting Leoses with

Scheduled Rent lnueases, ond result in guidonce thot i5 consistent ' ith the rcquiements in

Stotenent No.48, Soles ond Pledges of Receivobles and Future Revenues ond lntrd Entity

Tronsferc of Assets ond Futorc Revenues, re ectivelv-

The prcvisions ol this Stotement ore ellectiv€ fot finoncial stotenents for petiods beginning

ofter December 15, 2012- Eo ier opplicotion is encouftged

The Municipality has not Yet determ ined the effectthis statement willhave on the

Municipality's fi nancial stat€ments.

. Statement No. 57 ,nonciol Beporting for Pensio, P/ons an amendment of GASB Statement

No. 25-The objective of this Statement is to improve financial reporling bv state and local

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

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

regard to providing decision useful information, supporting assessments of accountability

a; inteFperiod equitv, and creating additional transparency Thh 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

""u"g"'n"ntt 
(hereafter iointlv referred to as trusts) that meet tertain citeria The

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

administered through trusts covered by the s€ope of this Statement and to define

contribution plans that provide postemplovment benefits otherthan pensions

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

and financial reporting requirements related to pensionsfor govern ments whose employees

are provided ;ith pensions through pension plans that are cover€d bY the scope of this

Statement, as well as for non employer governments that have a le8al obliSation to

contribute to those Plans.
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U. tutur€ Adoption ofAccounlinr Pronouncements {contl

This Statement and statement 68 establish a defrnition of a pension plan that reflects the

primary activities associated with the pension a'rangement-determining pensions'

accumulating and managing assets dedicated for pensions, and paying beneflts to plan

members as theY com€ dLre.

This Statement is effective for financial statements for fiscal Years beginning after June 15'

2014. Eadier application is encouraged.

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

M uni€ipality's fina ncial statements.

. Statement No. SSAccounting onct hnanciol Reporting for Pensions-an amend ment ofGASB

Statement No. 27_The primarY objective of this Statement is to improve accounting and

financialreporting bv state and local governm ents for pensions' lt also improves informaiion

provided by state and local governmental emplovers about financial support fcr penslons

ihat is pro;ded by other entities. This Statement results from a comprehensive review of

the eff;ctiveness of existing standards of accounting and financial reporting for pensions

with regard to providing dechion-useful information, supporting assessnents of

accountability and inteFperiod equitY, and creating additional transparencv'

This Statement repla€es the requirements ofStatement No 27, Accounting for Pcnsions 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 trLrsts)

that meet certain criteria. The requirements ofstatements 27 and 50 remain applicable for

pensions that are not €overed by the scope ofthis Statement'

Statement No. 67, Financial Reporting for Pension Plans, revises existing standards of

finan€ial reporting for most pension plans. This Statement and Statement 67 establish a

definition of a pension plan that reflecc the primary activities associated with the pension

arrangement-determining pensions, accumulating and managing assets dedicated for

pensions, and paying benefitsto plan members as theycome due-

This statement is effective for fis€al vears beginning after lune 15, 2014 Earlier appli'ation

isencouraged.

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

Municipality's flnancial statements.

. statement No. 69 Gove nnent Combinotions and Disposols of Govenment Operations'Ihis

Statement establishes accountinS and fjnancial reporting standards related to government

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

letm governnent combination includes a varietY of transactions referred to as mergers'

acq uisitions, a nd transfers of operations.
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U. Future Adootlon of AccountinP Pronouncements {conO

The distinction between a government merger and a government acquisition is based lpon

whether an exchange of significant €onsideration is present within the combination

Vansaction. Government mergers include combinations of legallY separate entities without

the exchange of significant consideration. This Statement requiresthe Lrse of carryingvalues

to measure the assets and liabilities in a government merger'

conversely, government acquisitions are transa€tions in which a Sovernment acquires

another entitY, or its operations, in exchangefor significant consideration'

This Statement requires measurements of assets acquired and liabilities assumed generally

to be based upon their acquisition values. This Statement also p'ovides guidance for

transfers of ope;ations that do noi constitute entire legally separate entities and in which no

significant consideration is exchanged This Statement defines the term operotionsfot

p;rposes of determining the applicability ofthis Statement and requires the use of carryinB

valuesto measurethe assets and liabilitiesin a transfer ofoperations-

a disposal of a governmenl! o?erations resLrlts in the removal of specific activities of a

gove;nment. Th; Statemen: provides a€counting and financial reporting guidance for

disposals ofgovernment operrtbns that have been transfe'red or sold'

This Statement requires dis'rlosures to be made about government combinations and

disposals of government operations to enable financial statement users to evaluate the

nature and fi nancial effe€ts of those transactions.

The requirements of this Statement are effective for government combinations and

disposals of government operations occurring in financial reportinS periods beginning after

De;ember 15,2014, and should be applied on a prospective basis' Earlier application is

encouraged.

The [4uni€ipality has not yet determined the effect this statement will have on the

Municipality's f inan€ial statements

2. STEWARDSHIP, COMPI.IANCE, AND ACCOUNTABILTTY

The M unicipality's general fu nd is the only governmenta I fu nd forwhich an annual budget is legallv

aaoptea. fie ttiunicipatity's elected MaYor is legallv req uired to prepare and su bmit to the elected

Mu;icipalLesislature an annualbalanced budget forthe ensuing fiscalvear' The annualbudEetis

prepar;d byahe Municipalitv's Departmentof Finance, and takes into consideration the advice

pro;ided bi all municipal departments and divisions' The appropriations made for anvfjscalvear

;hallnot e;ceed the totalrevenues, including available surplus, estimated for saidfiscalyear' unless

the imposition of taxes sufficient to cover said appropriations is provided bv law'

Theannualbudget,whichisdevelopedutilizingelementsofperformance'basedproSrambudgeting
and zero-based budgeting, includes an estimate of revenues and other financing resources ofthe
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2. SIEWARDSHIP, COMPI.IANCE, AND ACCOUNTABILTY (CONI.)

ensuing fhcal year under: (1) laws existing at the time the bLrdget h submitted; and (2) municipal

tegislaiire measures proposed bv the Mavor and submitted with the proposed budget' as wellas the

tvt-ayof recommenaitions as to appropriations that in his judSment ar€ necessarv' conv€nient' and

in conformitywith the fourvear governmental plan adopled by the Municipality'

The Municipal Le8islature may amend the budget submitted bYthe Mayor but mav not increase any

items so far to c;use a deficit without imposing taxes or identiting other sources of revenue to

cover such deficit. upon approvalbythe MunicipalLegislature, the bLrdgetis referred to the l'/lavor

who may decrease oieliminate anY line item but may not increase or insert any new line item in the

bLrdget. The MaYor mav also veto the budget in its entirety and return it to the Municipal

Legislature with his objections

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

fiscal ye:r, as approved by the Legislature and the Mayor, is automaticallv renewed for the ensuin8

fiscatyeai untit ine Uunicipal tegislature and the Mayor approve a new budget This permits the

Municipality to continue making payments for its operations and other purposes until the new

budget is apProved

The Municipality's annual budget is prepared on the budgetary bash of accountinS' which is not in

ac.ordance with GMP. Accordinglv, for budgetary purposes the Muni€ipalitY uses encumbrance

accounting. The encumbrances (principallY purchase orders and €ontractt are considered

expendituies when a commitment is made For GAAP reporting purposes' encumbrances

ouistanding at year_end are reported as reservations of budgetary appropriations and GAAP fund

balances a;d do notconstitute expenditures or liabilities on a GAAP bash because the commitments

will be honored during the subseqLrent year. The encumbered balance of anv appropriation of the

general fund at the e;d of the fiscal year will lapse to the following fiscal year- ln addition' the

iiunicipal Legislature mav direct that certain revenues be retained and made available for spending

within a specific appropriation ac€ount.

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

Jepanment or aivision of the Municipality However, the MunicipalitY is statutorily required to

satisfy the debt service requirements, re8ardless ofwhether such amounts are appropriated or not'

Appropriations are enacted for certain

projects are made for each bond/note

construction period.

departments and divisions. Appropriations for capital

issue and the authorization continues for the expected

The Municipality's Finance Department has the responsibilitv to ensure that budgetary spending

controlismaintainedonanindividualdepartmenvdivisionbasis.TheFinanceDepartmentmey
transfer part or all of any encumbered balance within a department to another department subi€ct

i. "ppr*d. 
*ag*""r.ontrol is exercised through the Municipalivs accounting sYstem This

system ensures t-hat encumbrances or expenditures are not proc€ssed if theY 
-exceed 

the

d;partment/divisiont totalavailable spendinS authorization, which is considered its budget' The
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STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY ICONt.)

legal level of budgetary control is at the individual department level for the general fund

ex_penaitures, princlpat and interest due for the year for the debt seNice fund' and bv bond/note

authorization for capital expenditu res.

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

Fund isthe bLrdg-et ordinan€e atJune 30,2014 representingthe originalbudget, as amended There

were no su pplemental appropriations for the year ended lune 30, 2014'

CASH AND INVESTMENTS

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

Rico ("GDB';), a governmental bank and component unit ofthe commonwealth who serves as fis'al

agent ofthe Municipality, and in varioLrs €ommercial ba nks located in Puerto Rico'

The balances deposited in GDB are Lrninsured and uncollateralized' The balances deposited in

.ommercial bank5 are .nsured by the Federal Deposit lnsurance Corporation However' under the

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

fully collate;alized for tre amount deposited in excess offederal depository insuranc€ provided by

the FDIC. Allsecurities pledS€d as collateralare held by an agent of the Secretary ofthe Treasury

of the Commonwealth in the name of the MunicipalitY.

M unicipality follows the plactice of pooling cash. AtJune 30,2014, the poolcash account in interest

bearing commercial banks ac€ounts had a balance of $4 4 million of which Sl 4million are in the

ceneral Fund, and $3.0 million in Other Governmental Funds, all was deposit in Popular Bank of

The Municipality maintain a certified of deposit of 5767,283 with a commercial bank which serued

as a collateral for the DoralNotes Pavable 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 financlal institutions. Accordingly, the following is essential info'mation about €redit

iist! interest rate risk, custodial €redit risk, and foreign exchange exposure of deposits and

investments at.lune 30, 2014:

A- credit Rlsk

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

At lune 30, 2014, the MunicipalitY has invested onlv in cash equivalents of S9 7 million consisting

ofdeposit in commercialbank accounts, which are insured by the FDlc, generaltY uptoa maximum

of 525o,oOO. As previously mentioned, public funds deposited bv the Municipalitv in commercial

bank must be fullY collat€ralized for the amounts d€posited in excess ofthe FDIC coverage'

3.
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3. CASH ANo INVESTMENTS (contl

B. Custodial credit Risk

Thisisthelhkthat,intheeventofthefailUreofadepositoryfinancialinstitution,th€[4l]nicipality
will not be able to recover its cash and investments or will not be able to recover collateral

securities that are in the possession of an outside party'

Pursuantto the lnvestment Guidelines for the Government adopted by GDB, the Municipality mav

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

commercial p;per, banke/s ac€eptance, or in pools of obligations of the municipalities of Pue o

Rico, which are managed bv GDB. At June 30,2014, the Municipaliw has balances deposited in

commercial Uanks amounting to S4.4 million which are insured by the FDIC up to the establish€d

limit and the ex€ess are fullv collateralized as explained above Deposits in GDB' amounting to

527.1million are un;nsured and uncollateralized. However, no losses related todefaults bY GDB on

deposit transactions have been iflcured bv the lelunicrpalitv through June 30' 2014 It is

management's policyto only maintain deposits in banks affiiiated to FDICto minimize the custodial

credit risL ex€ept for GDB.

C. lnterest Ftate RIsk

This G the risk that changes in interest rates of debt investm?nls willadverselY affect the fairvalue

ofaninvestment.TheMuni€ipalitymanagesitse)Qosuretodeclinesinfairvaluesby:(1)not
including debt or equity investments in its investments portfolio at June 30' 2014' (2) limiting the

weighte"d average maturitv of its investments in certificates of deposit to periods of three months

oitJss, ana (g)ieeping most of its banks deposits in certificates of deposit and in interest bearins

accounts generating interest at prevailing market rates'

D. Eoreign ExchanSe Risk

This is the risk that changes in exchanS€ rates willadversely affect the valLre ofan investm€nt or a

deposit. Accordingto th; aforementioned investment guidelines, adopted bythe MunicipalitY' the

Municipality is prJvented from investing in foreiSn securities or anv other tvpes of investments for

which foreign exchange riskexposure mav be significant'

The Municipatityt bank balance of deposits and investments with financial institutions are

categorizedio provide an indication of the level of collateral risk assumed bY the Municipalitv at

lun€ 30 2014.
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CASH ANO INVESTMENTS (CONI)

Risk categories are described asfollows:

CateSory 1:

Category 2:

Category3:

lnsured or collateralized with securities held bv the Secretary of the

TreasuV agentsin the MunicipaliVs name.

Collateralized with securities held bv pledging financial institution's trust

department oragent in the Muni€ipalily's name.

lJncollateralized; inclLrding anv bank balance that is collateralized with

s€cLrrities held bY the pledging frnancialinstitution or by its trust department

or agent but not in the Municipality's name.

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

finan€ialinsiitutions of the Municipality atiune 30,2014 consist ofthefollowing:

il2r2,635
21,t02,41

s 4,42&309

t1,t07,uz

5 17,102,842

)67,743

3,661,525

l ltlll65].

Deposits in lmmercial b€nks

0ep6its in pwmmmtal bank5

Ban[ balanes of dep6its and i.estm€nE:

Tolalbankbahnces

s l1l95ll!

4. MUNICIPALTAXES

A. MUNICIPAL LICENSE TAXES

The Municipality imposes a municipal license tax on all businesses that op€rate within the

Vunicipafity, wfricf,;re not totallv or partially exempt from the tax pursuant to the lndustrial

incenti"es ects of tfre Commonwealth of Pueno Rico- Thh 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

;fter the State lnco;e Tax is filed (thelsth daY ofAprileach Year) Entitieswith salesvolume of S 1

millionormoremustincluderatesestablishedbvtheMunicipalityAtJune30'2014'themunicipal
tax rates imposed bythe lvlunicipalitv were 1.50 percent for financing institutionsand 0 50 percent

for any othet taxpaYers Anv taxpayers, who have been granted with partial tax exemptions under

any oi the incentive tax laws of the Commonweatth, ultimatelY pay municipal license taxes at

reduced tax rates, generallv between 60 percentand 90 percent understandard rates'
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4. MUNICIPAITAXES(cont)

A. MUNICIPAL LICENSE TAXES (cont)

Each taxpayer m ust assess his/her correspond ing m unicipal license tax bydeclaring his/hervolume

of businessthrough a tax form based on the actual volume of business Senerated in the preceding

calendar year.lhe tax can be paid bythe taxpaver in two equalinstallments: (1) th-e first pavment

due in Juli 15, and (2).January 15 subsequent to the filing of the declaration' The first installment

ofthetax coversthe taxable period lsix months)ended December 3l subsequentto the filing date

ofthedeclaration,whilethesecondinstallmentofthetaxcoversthetaxableperiod(sixmonths)
ended lune 30 of the subsequent €al€ndar year. lf a taxpaver elects to pay the tax in full on the

filing date ofthe declaration, a 5 percent discount is granted aLrtomat;cally on the tax amount due

any municipal license taxes collected in advance hhatis, priortoJune 30 but pertainingtothe next

fiscalyear) are recorded as deferred revenues. As ofJune 30, 2014, the total municipal license tax

receivabte lnet of the allowance for estirrated uncollectible amounts) was 56,433 (base of

subsequent or daYs collections).

B. MUNICIPAL SAIES AND USE TAX

On September 23, 2006 the Municipal leghl.,ture of the Municipalitv of Vega Alta approved the

Ordin;nce No. 1s (Series 2006 2Oo7) based o; State Public law No 117 of J ulv 4, 2006 establishing

alocalsalesandusetaxofl.5%overthesaleofgoodsandservicesmadewithifltheMunicipalities
boundaries. The Ordinance was effective ten days after public notice, and under this Ordinance'

every business doing retail sales is required to register on the Municipality to obtain a retaile/s

Regi;tration certific;e. The retails are required t; file monthlv sales tax returns bv the 1o'h dav

followingthe month in which the tax was collected'

on July 29, 2007, the state Public Law No. 80 established that the municipalities may collect onlY

1.0% ;f its sales and use tax and the Puerto Rico lreasury Department (PRTD) the other o'5%'

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

safetY seNices, the improvements in the management of solid waste disposal and the

implementation of recycling programs by the Municipality'

The tax colleded bY PRTO will be distributed to the municipalities in three separate funds:

Municipal Development Fund, Municipal Redemption Fund and Municipal lmprovements Fund-

The lvl;ni€ipal Development Fund will be based on O'2 % of the 0 5 % collected but will be

disir;buted witnin all municipalities bv formula based on total amounts collected' operational

budgets and population. Another O-2% will be deposit on a Municipal Redemption Fund in the

cov-ernment beretopment Bank for Puerto Rico (GDB) and use onlv for the repavment of future

mrnicipal loans to GbB. The other 0.1 % will be deposit in a Municipal lmprovements Fund in GDB

and assigned by the State Legislature for construction and permanent improvements projects to

the mu;ipalities. Duringyear 2013-2014 the Municipalitv colleEted 51,618,643 from salestaxes'
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5. PROPERTY TAXES

The Muni€ipality is aLrthorized by law to impose and collect personal and real property taxes'

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

businesst'hat atJanua.Y 1of each year is owner of perconalproperty used in trade or business'

Personal propertY taxes are self'assessed bytaxpayers evervyear using the bookvalue of ptrsonal

property assets owned by the taxpaYer at January 1 and reporting such taxable value through a

personal property tax return filed on May 15 subsequenttothe assessment date'

At June 30, 2014, the total personal property tax rate in force was 6'38 percent (ofwhich taxpayers

pay 6.18 percent and .20 percent is reimbursed bY the Department of Treasury of the

Commonwealth. Real property taxes are assessed by CRIM' The assessment on real property is

made everY lanuary 1 and is based on estimated current values of the propertY deflated at 1957

market priies. AtJune 30,2014, the total real propertv tax rate in force was 838 percent (of

which 8.18 percent is paid bytaxpayers).

Residential real property oc€upied bY its owner is exempt bv law from propertv t'xe:j on th€ first

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

of ireasLrry of the Commonwealth assumes payment of the basic tax (4'OO and 6-0C percent for

personal and real propertv, respectively) to the Municipality, €xcept for property assessed of less

ihan 53,500 (at 1957 market prices), for which no pavment is made' Revenue related to the basic

tax on exempt propeny ;s recorded in th€ general fund when collections are received from the

CRIM.

CRIM is required to remit 1.03 percent of the personal and real property tax collected to the

N,lunicipality to be used for the partlal funding of the debt seMce requirements on general

obligat;ons and notes payable of the MlnicipalitY. ln addition, 1'35 percent of the total personal

and real property taxes collected bv CRIM is restricted for debt service requirements of the

vuniclpality ina is retained bv GDB for su€h purposes. Accordinglv, such amount is recorded as

revenues in the debt servicefund when collected and reported bYthe CRIM'

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

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

bettingalternativestothecitizensofPuertoRico,TheAdditionalLotteryisrequiredeveryyearto
distribute a poriion of its excess ofrevenues overexpenses asfollows:

i. Thirty five percent (35%) of its net earnings (defined as the excess of revenues over

expenses less an amount earnarked for the Fund for Rent and Home lmprovement Subsidv

Program for the tow-lncome QualifYing Elderly) is earmarked to the municipaliti€s of the

Co;monwealth of which a maximLrm of S25 million, on an annual basis' is distributed to

the Municipal Equalization Fund held bv CRIM to cover operating expenses and permenent

improvements of the munrcipalitier.
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PROPERTY TAXES (cont)

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

lvunicipal Equalization Fund, provided it is within the 35 percent corresponding to th€

municipalities of the Commonwealth. When the accLrmulated municipal appropriations

from the municipalities' Puerto Rico Health Reform are covered tip to lune 30, 1997' these

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

Commonwealth.

Total property tax receivable, net of allowance for uncollectible accounts amounted to 520'538

atJune 30,2014.

INTERTUND BALANCES

On July 1, 2001 the Municipalitv adopted the provhions of Statement No' 38, Certoin Finonciol

Stotement Note Disctosures, issucd by the Govennentol Accounting Stondards Board This

statement requires the disclojure of the flow of resources between funds and to assess the

collectibles ofinteFfund balances. lnter_fund balances atJune 30,2014 consisted ofthe following:

(Thisspace was left intentionallv in blank)
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fth€.
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amounts due amont funds are considered collectible bY the Municipalitv'sAt June 30, 2014 all
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7. INTERGOVERNMENTAL RECEIVABTE ANO PAYABLE

Due to other governmentalunits ofthe generalfund forservices rendered to the

Municipality consists of the following:

rd6g*.redd @lvire:

rdl

rf Depatmr drheT.@sury

Enpby* REicmrtt*m f
nE6dsnldof Pu6b Ri o

PR \'iAhand 9wrAntEay

5 1923,si I

(Thisspace was left intentionally in blank)
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CAPIAL ASSETS

Capitalasset activityfor the year endedJune 30,2014 was asfollows:

_______!!tgj!l -----!2539

-.]l4!.e

________14941

Depreciation and amortization expense was charged bY functions in the accompanying Sovernment

wide statement of activities as follows:

U6aiand..oomtds.hpeed

5 126,593

924,192
1,181s44

42,L99
506,391

7 429,581
5 1,211,7s4
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9. DEFERRED REVENUES

Deferred revenues recorded in the ac.om panving GWFS and the GFFS are as follows:

A. GeneralFund:

Deferred revenue of 51,526,091 in the general fund is related to municipal license tax

collected in fiscalyear2ol3 14 that willbe earned in fiscalvear 2014_15

B. Oth€r Governmental Fund:

oth€r Fund - The deferred revenue presented in

represent the portion of received for which qoalifying

Program

BGF PINI

Total

other governmental funds
expenditures have not been

3,266

s 3,266

10. EMPIOYEES RMREMENT SYSTEM

Tt.e Municipalivs employees participate in the Employees' Retirement System of the Gove'nment

oi Puerto Rico and its lnstrumentalities (the "System"). The Svstem isthe administrator of n multi-

ernployer cost'sharing (as related to the Municipalitv's reporting entity) defined pension plan

esta blished by the Commonwea lth. Th€ SYstem was created unde r Act N o 44T approved on May

15, 1951, as am€nded, and became effective on.lanuary 1, 1952 The Svstem covers all regular

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

mLrnicipalities of the Colnmonwealth.

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

purpose other than to benefit each system's participants. The Svstem issued publicly available

financial reports that include its basic financial statements and required supplementary

information for each ofthem, including required six Year trend information' Those reports may be

obtained bywriting tothe administrator ofthe System.

Ihe System provides for retirement, death and disabilitv benefits Death and disabilitY retirement

benefits are available to members for occupational and non_occupational death and disabilities'

Retirement benefits depend upon age at retirement and number of vears of credited seNice

Benefitsvestafter lOYearsof plan participation.

Retirement benefits are determined bYthe application ofstipulated benefit ratiostothe member's

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

comPensation reco8nized bY ERS-
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Mui{loPALlw ot VEGA AITA
Notes to Basi€ Financial Statements

June 30,2014

10. EMPLOYEES RETIREMENT SYSTEM (cont.l

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

ma)(imum of75 percent ofthe average compensation-

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

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

System 2000 be€ame eflective on January 1, 2000. Emplovees participatin8 in the current sYstem

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

the new program. Persons joining the gov€rnment on or after Januarv 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 poolof pension assets, which are invested by the System, togetherwith those

of the current defined benefit plan. Neither the Commonwealth nor the MunicipalitY will

guarantee benefits at retirement age. The annuity will be based on a formula which assumes that

;ach year the emploYees' contribution (w:th a minimum of 8 275 per€ent ofthe emplovees' salary

up toa maximum of 10.00 percent)wiilb€ invested in an accountwhich willeither: (1)earn a fixed

r;te based on the two year Constant Matudtv U.S Treasury Note; (2) earn a rate equal to 75

percent of the return of the System 2CCO's investment portfolio (net of management fees)j or (3)

;arn a combination of both alt€rnativ€s. Participants receive periodic account statements similar

to those of defined contribution plans showingtheir accrued balances'

Disability pensions are not being 8ra nted under System 2000. The em ploye/s contribuiions (9 275

percent of the employees' salary which h applicable to the Municipality) will be used to fund the

System 2000 reduced the retirement age from 65 vears to 60 forthose emplovees whojoined the

current plan on or laterJanuarv 1, 2000

Fundina Policv:

contribution requirements are established by law and are as follows:

Municipality
Employees:
Hired on or before March 31,1990

Hired on or after April 1, 1990

During the fis€al year ended June 30, 2014 the emplove/s contributions paid bv the Municipalitv

to boih retnement systems amounted to 5377 '544 On August 12, 2000' A€t No' 174 was

approved to allow certain participants of the ERS to be eligible for early retirement upon attaining

a;ieast age 55 with 25 Years of service, provided theY made their election on o' before April 1'

2001.

s2 lPase
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MUN|ctPALIIY OF VEGA ALTA

Notes to Basic Finan€ial Statements

June 30,2014

10. EMPLOYEES RETIREM ENT SYSTEM (CONI.)

ThosewhoelectedearlyretirementunderthislawwillreceivemonthlybenefitsofT5percent(if
25 or more years of service and age 55, or 30 or more vears or services and age 50) or benefits of

65 percent iif 2s years of servi€e bv less than age 55) of their average compensation' which is

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

cases, the employer (including the Municipality) is responsible for 
'onkibLrtingto 

the System the

amount neeaed io cover the benefft pavments and emploYer contribution with respect to the

participants covered Lrntilthe participants reach the normal retirementage

HistoricallY, the Commonwealth has reported the Svstem as a sin8le emplover plan (as relates onlv

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

report. Accordingly, the Commonwealth will assume anv actuarial deficiency that may exist or

arise related to tfrl Uunicipality's participating emplovees since the Svstem does not allocate anv

actuarial deficiencies pertaining to municipal employees participating in the Svstem The

r,lrni.ip"ftV it tnfy r"qril."d bv liw to make statL-rtory contributions in the rates mentioned above'

e. a ,urrti, no nel pension obliSation nor net pension asset that ma!' be allocable to the

*"l.,p"if,v't participating emplorees, if any, has been recorded in the accompanving basic

financialstatements.

11. LONG-TERM DEBT

The Municipality's tegislature is legallv authorized to det€rmine the contracting of debts of the

,""i.,p"ii r. 
""r"nn"f"*, 

the laws and regulations ofthe Commonwealth also provide that:

t Direct obligations of the MunicipalitY (evidenced principally by bonds and notes) are

backed bvlhefullfaith, credit and taxing power ofthe Municipalitv; and

. Direct obligations are not to be issued ifthe amount ofthe principalol and interest on'

such bondi and notes (and on all such bonds and notes issued thereafter)whi'h are

paYable in any fiscal Year, together with any amount paid bY the Municip"litv in the

preceding fiscal year on account of bonds or notes guaranteed bv the Municipalitv'

exceed 1i0 percent of the total assessed value of the property located within the

Municipaliti plus the balance of the ad valorem taxes in the debt service fund for

bonOs payaUL to be repaid with the proceeds of propertv taxes reskicted for debt

service.

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

u" rrni.t"nt to *"e.ir," projecred debt s€rvice requirement. Atlune 30,2014, the Municipality is

in compliance with the debt limitation requiremei\ts'

s3 lPde€



CoMMol{wEALl}l oF PuERro Rlco

MUI{ICIPATITY OF VEGA AITA

Notes to Basic Financial Stat€ments
lune 30,2014

11. IONG-TERMDEgr(cont.)

The generallong term debt activity for the year ended lune 30,2014 was as follows:

,0,2013 m!t

Nol6 payable to lh€ GoEmmm o4elopnEit

517395,000m

421,14!

193,192

7118,711 9,171

5 2A,195,751 5 9,251,173

3,m0,000

5,120,ir0

5 029tm0.00)

lts2,22tl

{10,'r30)

5 19,680,CO

5 6,120,(00

712,t17

137,762

1,!37,391

5 f98mo
s 295,0m

160,411

10,431

1,013,057

I 0,1r,5541 )3}92,716 3 096,399

The Muni€ipality issues general and special (public improvements) obliSations bonds and notes to

provide torthe acquisltior a'rd constrLrction of major capital facilities and eqLripment' as well as' to

cover cenain operating needs-

(This space was intentionallYleftin blank)
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MUNICIPATITY Of VEGA ALTA

Notes to Basic Financial Statements

1une30,2014

11. LoNG-TERMDEBT(cont.)

Long{erm debt atlune 30,2014 is composed ofthefollowing debts:

General Obligation Bond:

1995 serialbonds, oriqjnalinues amount of 990,0m due in anrual principal installments

ranSing fom s15,oo0 to s90,00q pbs interest due in sernianrualv installmens at rates 696

thro€h july1,2019

1995 serialbmds, originalisslles amount of S3,425p00, due in anrua I FrrripB l installments

rangingflom gO,OOo to 9950q pfus int€rest due io ssrianrualV installmenB at rates 6 3%

thro€h july 1,2020.

1997 serial bdlds 6i6nal iss€s amoutt of 5610,000, dle in anntE I f{irEips I installments

rangingfrcm SIOpOO b S60,0Oq ptus interest due in semianrualt inelallments at rates 5'86%

thro€h july 1, 2t21

1999 serialbodt diginalirs*s amoLnt of 5940,000, dre in annrEl fiffiFl installmerts

ranSing flom S30po0 to S95,0Oq pbs interest due in serniannual installmeflts at variable rates

4.10% throqh i,ly 1, 2m6.

2Omserialbffds issues amount ofs13s,mo, drc in annual princi pal imb llnen6 rangrngfrcm

S5,OO0 to S rc,mo, dus inEr€st dLE in semia mud irEtallmeits at variable rates 4' 30% throrgh

tut! \ m24

2Om serialbcnds, diginaliss@s amomt of 9BopOO, dre in anntEl p'incipa I installrnefis

rangingflom S5,mo to S2o,oo; plus imercstdue in anrua I installments at vafiabh rates 1-2

throLAh july1,2025.

2002serialbmds, triSinalissues amort of S50o,ooo, due in annlE I p'iftipa I installments

rangingfiom S1opoo to 550,00q ptus interendue in amud irEtallment at variable rats 430%

thro'Ah iu|Y1,2021.

OUTSTANDING AMOUNT

445p00

1,66sp00

335poo

265,000

65,000

165,000

Dsp00
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MUI{ICIPALTY Of VEGA ATIA

Notes to Basic Financial Statements
June 30,2014

11. LoNG-IERMDEBT(cont.l
OUTSTANDING

AMOUNT

2oo3 serial bddt origrnal iss L-Es anomt of $ 1,25,m0, dtE in annual principal irEb llmenB

rarginsflom 520p00 b Sgspoo plus interest due in smianrual installments at variable rates

4.50% throL8h julY 1,2028.

2OO3 OperatDnal bond S€rial bods Gsues amount of S25850m due in annual instdlmerts

ran8jngfrom 540p00 to too,Om d us interest dre in semhnnual insbllnEnE at !€rbu e rat€s

1.54%thro€h iuly 1,2028. 1'91s 000

1995 Public improvement bondsiss€s ammomtof 54735,m0 due in amual ilsbllmentsof

principal ra rBing ffom ssopoo to s295oql; d us intEr€st dlE in s€mir mual imb llnEnB

va riable rate fr(m 6 5096 tkough augu$ 1 2020'

2007 serialbodt originalissEs amort of Sl3m,mo due in amudprincipal installments d
p ncipal la lgingfqn 53O,OOO to S120,0mj d us interst due in semia mud ir6tallnPnts at

varaible lates i54% broughitlv 1,202.

20r/ serial bods, triSinal issEs arnoEt of 51,2m,(p0, dL-E in annual prhcipal irEtallments

raneingforr S14to@toS2z5,m0; plus interendue in snianntsl hstallmerts atvaiable rates

1.s4%thro€h july1, 2014

20G serial bo)dt oriEnal issr-€s amomt of Sggspoo, dre in annLEl p'rrripo l installments

6nginsfmm 515p00 to 590,00q ptus intere*due insemianrudt iniallmenB at variade rates

1.s4% thro€h july 1, 2032. 890'000

2010 s€rial bdlds with or€inal issu€s anBuntof S3,93opOO, due in anntElin$allme s ranging

frnn 5150,00to $4E,mo, plus irtercst due in senianntEllvirctallmentsat rat6 from 60096

throL€h july 12024 3'260'000

2010 setial botds with or'glnd issues a rDunt of t,225,000 dtE in annual installments ranBrE

frsn ss5,Ooo to SBtom; d us inEret ta lculat€d from 6% thro€h julv l" 2O4'

2011 serial bods with or'ginal isues a nEunt of S1,i55'000 d!€ in annual in*allmenB ranBiG

frsn s5spoo to S1850m; d us inEr6t cahulated fiom 6 m% th ror8h jn iuv 1' 2025'

2014 serial bmds with orBinal issues anEunt of t,450p00 dL€ in annud in*alknen6 rang'rE

frdn S12o,0m to S285,@0j plus jltele* calcdated fiom 5oo%ttrough in idY l' 2025

s5 lPase
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MUNIcIPATrrYOFVEGAAITA

Notes to Sasic Finan€ial Stat€ments

June 30,2014

tl. TONG.TERM DEBT(CONt.)
OUTSTANDING

AMOUNT

2014 serial bonds with originalisrues amount of 5630,000 due in annual installments Gnging

frorn 570,000 to $110,000; plusinterest calculated from 6 00% through injulv 1,2020'

Total general municlpal obligation bonds

Municioal sales Tax Loans

2014serialbondswithoriginalissuesamountof56,l2o,ooodueinannuallnslallmentsranging

irom 5295,000 to S7oo,oooj plus interest cakulated from 6'00%th'ouch injulv 1' 2026'

Note oavable to Dolal Sank

On november 10,2010 the Municipalitv borrowed 5750,000 at 5 25% fixed inte6t forthe

acquisition of equipment and improvements for the oivi'ion at l'/lunicipalitY of vega Alta The

coliateralforthis not€ is a certificat€ ofdeposit for the amount ofSl'377'467 and must be in

the system for 20 yea6. The monicipalitvis requar€d ]o Pav monthlY pavments oI 514'249 49

Noies pavable to the Puerto Rico Tr€asury Deoartm"t lPavable to CRIMI

On march 19, 2002 the Resolution num. 36 se es 2001_2002 was enacted which authorized the

municipality to obtain uP to S25O,780for a tem not exceeding 25 vears' forthe repavment of

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

variable rates lbeginning ln 6.22% atiune 30,2004'

compensded ahences

At jtne 30, 2014 tne liabilitv for compensated absence is compos€d as follows:

Duewithin
Cleyear

5 637,192
395,265

1p33,0s7

Due after
m€year

s 383,760
915s79

1299,34O

Total

s 1,o2t,5s2
1r31O,94

6,120,000

272,tr1

La7,162

L332,397

Tota I

compaEated At6e?lc6

Totd long_term dett

sTlPaBe
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Notes to Basic Financial Statements

iune 30,2014

11. tONG-TERMOEBT(cont.)

The principal and interest maturities for the general obligation bonds of the Municipality of Vega

Alta atlune 30,2014 are asfollows:

ope 6tion Notes and Bonds

PnnciDal lnterest
s 343,000 5 228,541

366,000 20a,564
395,000 187,001

421,OOO 762,824
45 4,000

1,496,000 426,677

725,OOO 150,150

Bo.ds (Oebt Service Fund,

2075
2016
2077
2 018
2019

2O2O to 2024

2025 to 2079
20 30 to 2034

s 1,25s,ooo
1,105,000
1,180,000
1,180,000
1,255,000
6,235,000
2,97 0,OOO

300,000

s 880,662
970,119
a92,242
811,090
72sA85

2,430,X12
436,542
48,000

rorAl I 15.480 OOO $ 7 794 552 5 4.2OO,OOO $ 1,363,i97

12. COMMIIMENTS AND CONTINGENCIES

A. CTAIMS AND,'UDGMENTS

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

i.p-p"t 
"ppf,*,io, 

of policies and negligence in the o'dinarY €ourse of the Municipality's

,.iirl L.. ril r"grr .", ntel of the Municipalitv has advised that at this stage in the pro€eedinss

oflawsuits he cannotofferan opinion as to the probable outcome'

ln addition, the Municipality is a defendant or €o defendant in s€veral leSal proceedings' which

,i" i" iii."r", u*". t"tain of these claims are covered bv insurance- tegal counsel with the

i"f"rrn",- *it*,fr*"ilable cannot determine the final outcome ofthese claims'

UnderAct No 104 ofJune 25,1955, as amended, persons are aLrthorized to sue the-MunicipalitY

."rrl"r'"rr.l. 
"r 

*,1-.tet forth in said actto a maximum amount of$75'000 orS150'0o0 if it

;;;v;s actions for damagesto more than one person orwhere a sinste iniured p€rty.is entitled

io r"r"irf ."r.", of u.tion. lJnder certain circumstances' as provided in Acl No' 9 of November

iu, r!ji, "r 
r.**a, the Municipalitv maY provide rts offrcers and emplovees with lesal

,"pr"i""L,,.", * *"rr * assume the pavment of anv judgment that mav be entered asainst

them. There is no limitation on the pavment ofsuchjudgment'

The€stimationoftheoLrtstandinsclaimsliabilitYinvolvesanumberofleyassumptonsandis
the most critical accounting estimate All reasonable steps are taken to ensur€ that the

information used resarding claims exposures is appropriate' However' every one ofthe

s8lPase
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MUNICIPAUTY OF VEGA ALTA

Notes to Basic Financial Statements
lune 30,2014

12. COMMITMENTS AND CONTINGENCIES (CONI)

probable claims against the Municipality th€ final outcome will be covered by the insurance

because are under de S75,000.

B. FEOERALGNANTS

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

State agencies. The grant programs are subiect to audit by agents ofthe granting authoritv' the

p,rtp".! of *f icft i.i" e".uri compliance with conditions precedent to the granting of funds'

;ny liability for reimbursement which may arise as the result ofthese audits is not believed to

be naterial.

C- CONSTRUCnON. COMMITMENT

The Municipality had several ouistanding or planned construction projects as of June 30' 2014'

These proje€ts;re evidenced b,! contractual commitment with contractors' The construction

pl.oj".ts of tn" Municipality ?re commitments of the Capital Projects' funds that amo'rnt to

s981,389.

13. Restatements

The financial statements have been restated as ofJulv 1' 2013' due to the following:

. Reclassifications of account payable as other in€ome on s€ction 8 Housing Voucher

56,120,000 Olher lot:l
6@mn tal G@nm.nul

fuidr [ui&

2,856,075 6,111,169 9,?7S,336
IUND MTAIICES BE6INI{I G OTIEAR

Prior reiod rdjudn.d _ ned.$ifierio or

ru Dsara{cEsstcrN ftG as RttsI^ED ,366.04 gillll : --lj:9:M --.1!j9153

14. SUBSEQUENT EVENT

For the purpose of the accompanYing consolidated financial statements' subsequent events have

Ueen evatuatea through November 13,2014, which is the date these financial statements were

available to be issued.
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BLrdgetary Comparison Schedule
June 30,2014

----Errdi-:-______ i-- ls.. d.ll

___r,!-zll!L
s 17,634,300

517,611,rm

--l!$:gl

5 l1,7oo,7s)

c!hure R€ ..tim and Edudtion

s r,N4,311 I 5,o3.,r12

s 17,534,100 5 15,e33,516

l___l:41:9S_ -J]j!]J-

ElpliffolDlfi.ren..s:

t 2,26!,131

so!rcs/inrlo*! or rinrid.r r€s.ui..5:
Adu.ramouns (budgetry b*E)',v:rlabrerorappropriition'.'

rr.ndets iiom dhe' tu ids are rnfowsof budserary

.3ntioi m b!d3* b*t. E etrar

u*rouirbrs orniand.r r.eur..s:
A 

'alamounr 
(budcdarybasis) totl'h c'rroapp

Dilrerencs bud!etbarir ro cAAP

Prro, ye re.eivabre adiunnenr

rran3rd our ro 5pe.ialprcj.d fund (ior expendrturc)

60lPace
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA

Reconciliation of Statement of Revenues, Expenditures

and Changes in Fund Ealances Governmental Funds to the Statement ofactivities

Year ended iLrne 30,2014

NOTE 1. STEWARDSHIP. COMPTIANCE AND ACCOUNTABILfi

A. Budgetary Control

The lvlunicipality's annual budget is prepared on the budgetary basis of

accounting, which is not in accordance with GMP, and represents departmental

appropriaiions recommended bv the Mavor and approv€d bY the Municipal

regislature prior to the beginning ofthe fiscal'vear' Amendments to the budget

re;uire the approval of the Municipal tegislature Transfers of appropriations

wiitrin ttre Uuaget, known as Mavor's Resolutions, do not require the approval

of the MuniciPal Legislature.

The Muni.ipality prepares its annual budget including the operations of the

generalfund.

For budgetary purposes, encumbrance accounting is used The encumbrances

(i.e., pulchase orders, (ontractsl are conridered expenditures when inctrrred '

For GAAP reporting purposes, encumbrances outstanding at year_end are

reportr'd as reserrations offund balances and do not constitute expenditures or

lia;ilitiis because the commitments will be honored during the subsequent

year'

The unencumbered balance of any appropriation at the end of the frscal vear

*iff rrpt" 
",f'" 

end of such fiscal vear' other appropliations' mainlY capital

proje; appropriationt are continuinS accounls for which the Municipil

i"g rtrt" t". authorized that an unspent balance from the prior vear be

.e;.iedforward and made available for current spending

(This spacewas Ieft inteniion ally in blank)
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

E)Qenditures of Federal Awards

For the Year ended lune 30,2014

FEOERAT

TEDERAT GRANIOR/PAsS THROUGH GRANTOR CFDA

PROGRAM TITLE NUMBER EXPENOIUAES

US DEPARTMENTOF HOUSTNG AND URBAN DEVELOPMEN]

se-ction 8 Housing voucher (Hv) 14871 MP 5 706'940

Supportive HousinBProBram (SHP) 1423s 205'794

653,069

29,500

Municipa litY of san luan

Ho;sin8 opportu nities for peEons with aids (HoPwA) 14 241
7,664'243

Subtotal Us Depa dment of Housing a nd U lban DeveloPment

PR Office of Mu nicipal Affans

Commu n ny Development Block G rants ICoBG)

(state_Administered Sma!l cities Program)

PR Health D€Partment

Emergenq ShelterGlant Progam (EsG)

74-22A MP 653,069

L4.231

s 1,669,736

U5 DEPARTMENT OF TiANSPORTATION

Federal Transit_Formula crants

Subtotal US Department of Transportation

TOTAL FEDERAL FINANCIAL A55!STANCE

20.507 s,493
5,493

s2 lPage



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA

Not€s to Schedule of Expenditures of FederalAwards
For the Year ended June 30,2014

1. GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents balance expended of

all Federal Financial Assistance Programs of the Municipalitv of vega Alta, Puerto Rico The

reporting entity is defined in Note 1to the general'purpose financial statem ents'

2. REI.ATIONSHIPTO FEDERAL FINANCTAL REPORTS

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

general purpose financial statements as othe r governmental funds a nd capital project fund-

3. E]ESEEAEEDA-N.UUEE!

Th€ CFDA numbers included in this s€hedule were determined based on the progranr name,

review of grant contract information and the Office of Management and Budget's Catalog of
Eederal Domestic Assistance.

4. 
'ASIS 

OF PRESENTATION

The expenditures of the schedule are included in th€ Municipalivs basic ffnancial statements'

The recon.iliation of e)(pend;tures ifi the bash financial statements to the Schedule of

ExpenditLrres of FederalAwards is as follows:

Federalexpenditures p€r basic fi nancial statements

lncluded within:

Non federal expenditures included
within other govern mental funds ' S 5'135'498

Expenditures perscheduleof ExpenditLrres of FederalAwards 1669 736

Tota I expenditures with other governmental fu nds S 6,805234

s3 lPage



AffERICAN INSITffi OF CEffIFIED PUBLIC
ACCOUM}MS GICPA)
PUEflO RICO SOCL OFCEtrFIED PUBUC

CPA AGUSTIN RODRiGUEZ NIEVES
CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENTAUDITORIS REPORT ON II'ITERNAL CONTROI OVER

FINANCAT REPORTING ANDON COMPLIANCE AND OTHER MATTERS

BASED ON ANAUDITOF FINANCIAL STATEMENTS PERIORMED

IN ACCORDANCE WITH GOyERNMENr AUDITING SrANDARDS

Honorable Mayor and Members

of the MLrnicipal Legislature

Municipalityof Vega aha

Vega alta, Puerto Rico

I have audited, in ac€ordance with the audi.ing standards Senerally accepted in the united States of

America and the standards applicable to financial audits contained in 6ovemnent Auditinq Stondords

issued by the Comptroller General of the UriteC States, the financial statements of the governmenta!

activities, each maiorfund, and the aggregate remaining ftrnd information of MunicipalitY of Vega Alta'

as of an; for the year ended June 30, 2014, and the related notes to the flnancial statements' which

collectively comprl€ Municipality of Vega alia's basic financial statements, and have issued my report

thereon dated November 13,2014.

lnternal control over Financlal Reporting

ln planning and performing my audit ofthe fl nancia I statemenis, I considered Municipality of Vega alta's

internal c;ntrol over fina;cial reporting (internal control) to determine the audit procedures that are

appropriate in the circumstances forthe purpose of expressing my opinions on the financialstatements'

frt not fot tf," prtpo." of expressing an opinion on the effectiveness of Municipality of Vega Alta's

internalcontrol'AccordinglY,ldonotexpressanopinionontheeffectivenessofMUnicipalityofvega
Alta's internal control.

A deliciency in internol control exists when the design or operation of a control does not allow

,"n"g"."nt o. 
"rptoy""s, 

in the normal course of performing their assigned functions' to prevent' or

aet""i ana 
"or.e.t, 

misstatements on a timely basis' A fioterial weokness is a deficienc"y' or a

.".ir""".ra"rii 
"*,"s, 

in internat controt, such thar there is a reasonabte possibitity that a material

;;'i;;;"", of the MLrnicipalivs financial statements will not be prevented' or detected and

."rr"","a." ",,."f, 
t".is. A signifcont defciencv is a deficlencv' or a combination of deficiencies' in

internalcontrolthatislessseverethanamaterialweakness,yetimportantenoughtomeritattentionby
those charged with governance

MyconsiderationofinternalcontrolwasforthelimitedpUrposedescribedinthefirstparaglaphofthis
,".tion ,na *"t not designed to identify atl deficiencies in internal conkol that might be material

weaknesses or significant deficiencies. Given these limitations, during my audit I did not identifo anv

a"ti"il".i* l" i",i.a -"trolthat I consider to be material weakflesses However' material weakn€sses

may existthat have not been identified.
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Compllance and Other Matte6

As part of obtaining reasonable assurance about whether Municipality of Vega Alta's finan'lal

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 e)(press such an opinion. The results of mY tests disclosed no instances of noncompliance or other

matters that are required to be reported under 6ovenment Auditing Stondotus-

Purpose otthls Report

The purpose of this report is solely to describe the scope of mv testing of internal €ontrol and

compliance and the results of that testinS, and not to provide an opinion on the effectiveness of the

Municipality's internal control or on compliance. This report is an integral part of an audit performed in

a€cordance with 1overnment Aucliting Stondards 1n considering the entity's internal control and

compliance. AccordinglY, this communication is not suitableforany other purpose'

tlu'
Toa Alta, Puerto Rico

November 13,2014

cPA Agustin RodrGueu Nieves

Expires December 1, 2016
License #4314

Stamp No, 02@9627 o, Pusro ni@ So.i.tv of c€ftified Fublk
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INDEPENDENTAUDITOR 5 REPORT ON COMPLIANCE FOR EACH MAIOR PROGRAM

ANO ON INTERNALCONTROT- OVER COMPLIANCE REQUIREO BY OMB CIRCUI.AR A-133

IN DEPENDENT AU DITO R'S REPORT

Honorable Majorand Member
Of the Municipal Legislature

Municipality of vega Alta
V€ga Alta, Puerto Rico

Report on Compliancelor Each Maior FederalProgram

I have audited Municipality cf Vega Alta's compliance with the tYpes of compliance requirements

described in the OMB AraJla A133 Comptionce Supplenent lhat could have a direct and meterial

effect on each of MunicipalitY of Vega Alta's majorfederal programs for the Year ended June 30, 2014'

Municipality of vega Alta's major federal programs are identified in the summary of auditor's results

section of the accompanying s€hed ule offindings and questioned costs.

M o na g e me n* R es po ns i bi I i ty

Management is responsible for complianc€ with the requirements of laws, regulations, contracts, and

grants applicable to its federalprograms

A tM ito t's R e spo n s ib il i tY

My responsibility is to express an opinion on compliance for each of Municipalitv of vega Altat maior

federal programs based on mv audit of the types of compliance requirements re{erred to above l

conducted;y audit of compliance in accordance with auditing standards generally accepted in the

United States ofAmerica;the standards applicable to fina ncial audits contained in Govenment auditing

;tordords, issued bY the Comptroller General of the United States; and OMB Citculat A'133' Audits of

Stotes, Locol Govetnnents, ond Non'Prolit Oryanizotions Those standards and oMB Circular a-133

require that I plan and perform the audit to obtain reasonable assurance aboutwhether non€ompliance

wiitr tne types of compliance requirements r€ferred to above that could have a direct and material

effect on a major federal program occurred. An audit includes examinin& on a test basit evidence about

Municipality oi vega Alta's compliance with those requirements and performing such other pro'edures

as lconsidered necessaryin the circumstances.
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I b€lieve that my audit provides a reasonable basis for my opinion on compliance for each maiorfederal
program. However, my audit does not provide a legal determination of N,4unicipality of Vega Alta's

Oplnion on Eoch Moior Federul Prcgrurn

ln my opinion, Municipality of Vega Alta complied, in all material respectt with the types ofcompliance

requirements r€ferred to above that could have a direct and materialeffect on each ofits major federal

programs for the year ended Ju ne 30, 2014.

Report on lntemal Conlrol Ov€r Compliance

Management of Municipality of vega Alta is responsible for establishing and maintaining effe.tive

internal controt over compliance with the types of compliance requirements referred to above. ln
ptanning and performing my audit of €ompliance, I considered Municipality of VeBa Alta's internal

control over compliance with the types of requirements that could have a dired and material effect on

each major federal program to determine the auditing procedures that are appropriate in the

circumstances for the purpose of expressing an opinion on compliance for each major federal program

and to test and report on internal control over complian€e in accordance with OMB Circular A-133, bLrt

not for the purpose of expressing an opinion on the effectiveness of ir,ternal control over compliance

accordingly, Ido not express an opinion on the effectiveness of !4uni€ipalitv of vega Alta's internal

control over comPliance.

A de1iciency in internal contrct over complionce exists when the desiFn or operation of a control over

compliance does not allow management or employees, in the rrormal cours€ of performing their

assigned functions, to prevent, or detect and corre€t, noncomp'iance with a type of compliance

requirement of a federal program on a tiinely basis A moteriol weakness in inknal contrcl ovet

complionceis a defrciency, or combination of deficienEies, in interna controlover compliance, such 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 timelv basis. A sign,fco't
deJiciency in internol control ovet compliance is a deflciencv, or a combination of deficiencies, in internal

control over compliance with a type of compliance requirement of a federal pro8ram that is less severe

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

bythose charged with governance.

My consideration of internal control over compliance was for the limiled purpose described in the flrst

paragraph of this se€tion and was not designed to identify all deficiencies in internal control over

compliance that might be material weaknesses or significant deficiencies l did not identifv any

deficiencies in internal control ov€r compliance that I consider to be material weaknesses However,

material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the s€ope of our
testing of internal€ontrol over complianc€ and the results ofthat testing based on the requirements of
OMB Cir€ularA-133. Accord ingly, th is report is not suitable for any other purpose.

u-&
Toa Alta, Puerto Rico

November 13, 2014
CPA Agustin Rodrigu€z Nieves

E)eires December l" 2016
License#4314

shmp xd 02c9a5A of Pudo Ri@ screty of €€niff.d Poblrc
a(dlnanls *e alfired to rh. risinal r.ron.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF VEGA ALTA
sched ule of Findings a nd Questioned costs

For the year ended 1une30,2014

SECTION I. SIJMMARY OF AUDTT RESUTTS

Financlal Statements

Type of auditor's report isswdt lunmodifEdl

lnternal control over financial reporting:

. Material weakness (es)identifled? 

-yes 

----Lno

. Significa nt deffciency(ies) identified
Those a.e not€onsidered to be

Material of weakness (es)?

N oncom plia nce material to finan€ial

Statements noted?

lnternal control over major programs:

. Materialweakness(eridentified?

. Significantdeficiency(ies)identified
Those are not considered to be

Material of weakness(es)?

_yes __Lnone reported

_yes -___-Lno

_yes ____-Lno

Type of a ud itors' report issued on compliance for m ajot ptog-a'r,s [unnodilied]

Any auditlindings dhclosed that are

required to be reported in accordance

with section 510(a) of Cir.ular A'133?

ldentification of major programs:

CFDANumber

14.871
14-228

Name of Federal Program or Cluster

Section 8 Housingvoucher
CDBG

Dollar threshold used to distinguish

Between typeAand Type I program: S 30O,00O
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VEGA ALTA
Schedule of Findings and Questioned Costs

For the year ended June 30,2014

sEcTroN r - SUMMARY OF AUDIT RESULTs ICONINUEO)

Auditee qualified as low-risk auditee? ---Lyes no

SECTION II _ TINANCIAL STATEMENT FINOTNGS

None

sEmON lll - Federal Award Findin8s and Qu€stioned Cost

None

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

MUNICIPAI.ITY OF VEGA ALTA

Scheduleof PriorYear Findings and QLrestioned Costs

For the year ended June 30,2014

SUMMARY SCHEDULE OF PRIOR YEAR AUOIT IINDINGS

MLrni€ipality ofVegaAlta has not prior Yea r findings.
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