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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT' S DISCUSSION AND ANALYSIS 

As management of the Municipality of Vega Baja, we offer the reader of the Municipality's 
financia! statements this narrative overvicw of the financial activities of the Municipality for 
the fiscal year ended June 30, 2006. We encourage readers to consider the information 
prcscnted here in conjunction with thc Municipality's financia! statements. 

Fiscal ycar 2005-2006 opcrations except for the general fund sustain the Municipality's track 
of solvency and sound fiscal condition. The Governmental Wide Financia) statement also 
supports our statemcnt. This condition is achieved in a time of economic constraints and low 
revenue growth rates. 

FINANCIAL HIGHLIGHTS 

,. The assets of the Municipality excceded its liabilities at the close of thc current fiscal 
year by S34,799,l.+9 millions (net assets). 

,_ The general fund, ended with an unfavorable fund balance arnounting to $6,000,089. 

:;... The adjusted actual of the General Fund operations resulted in an un favorable variance 
of ($6,626,991) as compared to the revised budget due to lower revenue receipts. In 
addition, during the 2005-2006 fiscal year the General Fund received a reduction of 
approximately $273,000 related with reminances from CRLV1 due to the temporar y 
central government closure. 

,. As June 30, 2006 the Municipality's General Fund (the primary operating fund) 
reported a fund balance of $6,000,089 a decrease of $6,240,284 in comparison with 
the prior year. 

:;... Of the total rcstricted cash of $5,843,000 thcre was investment in certificates of 
deposit amounting to $5,843,000 millions. 

,. Long Term Debt loans principal payments were $2,240,000 during fiscal year 2004-
05. Loan procceds from new debt issued amounted to $5,065,000 during the same 
fiscal year. 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT DISCUSSION AND ANALYSIS 

New Requirements for tite Financia/ Reportitig 

The new approach on the preparation of the Municipality's financia! statements emphasize on 
a goverrunent wide (consolidated) view of its financia! operations. Nevertheless major 
individual funds are presented and evaluated in ali of its details. Simultancous 
implementation of both of these perspectives allows user to address relevant questions about 
municipality's performance and provides a basis for comparisons and evaluation of services 
quality. 

Because of the implcmentation ofthese new reporting standards, much of the information will 
not be easily comparable with prior year. Ilowever, in future years, comparisons will be more 
meaningful and will provide a better understanding of the municipality's financia! position 
and results of its opcrations. 

General Fund 

In spite of the difficult economic situation during fiscal year 2005-2006 and the budgetary 
deficit that thc island of Puerto Rico has run through, our administration has worked 
responsible paying attention to most urgent requests but without overlooking what is 
important and necessary. To that effect we have prometed and completed severa! projects 
related to permancnt improvements in various arcas that will provide quality facilities to the 
citizens of the Municipality. 

[ lowever, we ha ve had to deal with a deficit situation in the General Fund of approximalely 
$6,000,081 at June 30, 2006. The increase is the deficit during fiscal year 2005-2006 is due 
mainly to Excise Tax and Taxes that were projected but were not realized as needed. Certain 
significant Construction projects in our Municipality, like Playa Hermosa Project, were not 
started since final endorsement has not been received to begin the development. In addition, 
one industry company did not obtain their expcctcd volume of business and, accordingly, this 
affected our revenue estimates. Therefore, we expect that during fiscal year 2006-2007 the 
construction projccts receivc final endorscmcnt from the authorities and, accordingly, our 
Municipality's Management will correct the deficit in the general fund with 2006-2007 
revcnue sources. 

Fi11a11cial Stateme11ts Compone11ts 

The basic financia) statement consist of govemment wide financia! statements, the major 
individual funds financia! statements, and notes to the financial statements that provides more 
details. 

The Statement of Net Assets reports information of the municipality as a whole. Increase or 
decrease of net assets may serve asan indicator of whether municipality's financia[ position is 
improving or deteriorating. Those statements include ali assets and liabilities using the 
accrual basis of accounting, which is similar to the accounting used by most prívate sector 
companies. Accrual of the current year's revenues and expenses are taken into account 
regardless of whcn cash is rcceived or paid. 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

The statement of Activities is focused on both the gross and net cost of various activities, 
which are supportcd by the Municipality's property tax, municipal licenses tax and othcr 
revenues. It is intcnded to summarize and simplify the user's analysis of the costs of 
goverrunental serviccs. The governmental activities reflect basic scrviccs, including police, 
public works, salid waste disposal, community services, and general administration. Property 
tax, municipal license tax, state and federal appropriations fmance most of the services. 

A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The Major Governmental Funds 
presentation provides detailed inforrnation about the most significant funds, not the 
Municipality as a whole. The Municipality uses fund accounting to ensure and demonstrate 
compliance with financia! related legal requirements. The Municipality's basic services are 
rcported in governmcntal funds, which focus on how money flows into and out of those funds 
and the balances left at year-end that are available for spending. These funds are reported 
using an accounting mcthod called modified accrual accounting, which measures cash and ali 
other financia} assets that can readily be converted to cash. Thc Govemmental funds 
statement provides a detailed short-term view of the Municipality general governmental 
operations and the basic services it provides. Governmental funds infonnation help you 
determine whether thcre are more or fewer financia! resources that can be spend in the near 
future to finance Municipality's programs. We describe the relationship betwecn 
goverrunental activitics and governmental funds in reconciliation besides the fund financia! 
statements. 

The notes providc additional infonnation that is essential to a ful! undcrstanding of the data 
provided in the government-wide and fund financia! statement. 

Infrastructure Assets 

The Municipality implemented the major model portions of GASB statement 34 during thc 
current fiscal ycar. Historically, thc govemrnental larger group of assets havc not been 
reported nor depreciated in governmental financia! statement. The new statement required 
that this asset be valuated and reported within the Governmental column of the Governmental 
Wide Statement. Additionally, the govemrnent must elect to either depreciate these assets 
over theirs estimated useful life or develop a system of assets management designated to 
maintain the service delivered potentially to near perpetuity. If the govemment develops the 
assets management system, which periodically, by category, measures and demonstrate its 
maintenance of locally established leve! of services standards, the govemment may record its 
cost of maintenancc in lieu of depreciation. The information about the condition and 
maintenance of condition of the government infrastructure assets should assist financia! 
statements users in evaluating a local government and its performance over time . 

.., 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT'S DISCUSSION AND ANAL YSIS 

Government-\.Vide Statement 

Statement of Net Assets 

The Statement of Nct Assets reports information of the municipality as a whole. Increase or 
decrease of net assets may serve asan indicator of whether municipality's financia! position is 
improving or dcteriorating. In the case of thc Municipality primary govemment assets 
exceeded liabilities by $34,799,1-1-9 millions at the close of the recent fiscal year. The 
following reflects the condcnsed Statement ofNet Assets. 

Statement of Net Assets 

June 30 
2006 2005 

Current assets $ 1 1,697 ,879 $ 25,382,418 
Restricted and other assets 11,600,387 3,441,767 
Capital assets 58,975,028 58,859,597 

Total assets s 82,273,29.i 87,683,782 

Current $ 11 ,825,722 $ 13,432,80 1 
Long-term liabilities 34,723,136 35,090,242 

Total liabilities 46,548,858 48,523,043 

Net assets: 
Invested in capital assets, net related debt 29,765,028 28,399,282 
Debt service 3,744,500 2,641,767 
Special and other funds 3,957,672 1,309,089 
Capital project fund 12,730,614 12,947,371 
Unrestricted (dcftcit) (15,398,665) (6,136,770) 

Total Net asscts $ 34,799,149 $ 39,160,739 

The principal decrease of the net assets was due mainly to the inclusion of the depreciation of 
capital assets of the municipality. The Capital Assets' amount will increase as the 
infrastructure assets are identified and included in the financia! statements. 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT'S DISCUSSION AND ANAL YSIS 

Statement of Activities 

The following rejlects the condensed Statement of Activities of the Primary Government: 

Year endcd June 30 
2006 2005 

Revcnucs: 
Program Revenues $ 20,190,37.+ $ 17,295,604 
General Rcvcnucs 28,859,008 25,281,953 

T otal Rcvenue 49.049,382 42,577,557 

Expenses: -
Governmcntal Activities 54,217,535 46,913,712 

Chan2e in Net Assets s (5,168,153) $ (4,336,155) 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Thefol/owing reflects the condensed Balance Sheet of the Governmental Fund: 

Assets: 
Cash 
Restrictcd Cash 
Accounts Reccivable 

Total assets 

Governmental Funds 
Balance Sheet 

Liabilities and f und Balance 
Liabilities: 

Accounts payable 
Deferred Revenue 
Mature bonds, notes and interests 

Total Liabilities 

Fund Balances 

Total liabilities and Fund Balances 

June 30 
2006 2005 

$11 ,697 ,879 $ 22,313,827 
8,401,240 3,441,767 
9,971 ,372 6,062,622 

$ 30,070,491 $ 31,818,.216 

$10,490,370 $ 6,928,573 
5,147,424 7, 751.221 

- -
15,637,794 14,679,794 

14,432,697 17,138,422 

$ 30,070,491 $ 31,818,216 

The most significant changes in this statement were as follows: 

,.._ Noticeably, the fund balances are mostly in cash and cash restricted. 
,,. The increase in liabilitics is duc mainly to the accounts payable of special and 

capital project funds. The decrease in assets to increase in construction in progress. 
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MUNICIPALITY OF VEGA BAJA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Statcmcnt of Revenue, Expenditurcs and Changes in Fund Balances 

Year ended J une 30 
2006 2005 

1 Rcvcnucs: 
r Property ta'<es $9,917,984 $ 7,755,624 

Volume of business tax - 8,811 ,064 8,791,297 
Federal grants 11,121,023 14,860,884 
Other 18,976,619 10,005.124 

Total Rcvenues 48,826,690 41,412,929 -
Expcnditurcs: -

General Governrnent 19,641,809 12,083,765 
Public works 7,535,415 8,073,370 
Public safety 2,365,496 1,887,821 
Ilealth 1,698,926 2,499,434 
Capital projects 7,900,006 5,982,347 
Culture and recreation 3,336,888 2,131,617 
Bonds, notes and interests 4,056,459 4,031,029 
Education and training 6,637,466 8,242,633 

- Other expenditures 155,109 222,765 
Total expenditures 53,327,574 45,154,781 
Excess of rcvenucs over expenditurcs - $( 4,500,884) $ (3,741,852) 

Thc most significant changes of this statement werc as follows: 

• The largcr increase in revenues is related to intergovernmental and other revenues for 
lhe amount of $8. 9 millions. 

• The most significant changes in the expenditures were an increase in capital project 
for approximately $2 millions related with capital outlays and the General 
Government by 7.6 millions. 

-7-
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Oirettor 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Economic Factors and Next Y ear Budget 

The Municipality is a political legal entity with full legislative and administrative powers 
in every area of municipal government, with perpetua] existence and legal personality, 
separate and independent from the central governmental of Puerto Rico. The Municipal 
Govemment comprises the executive and legislative branches. The Mayor exercises the 
executive power and the legislative power by the Municipal Legislature, which has 14 
members. 

The Municipality provides a full range of services including public works, education 
Public safety, public housing, health, community development, culture, recreation and 
other administrative services. The Municipality's principal sources of revenues are 
property taxes, municipal license taxes, contributions by the state government and federal 
grants. 

The municipality has a wide industrial base which included large pharmaceuticals, 
wholesalers, retail stores, financia! institutions, restaurants, among others. This industrial 
base has increased substantially during the most recent years. 

Contacting tbe Municipality's Financial Management 

·p o 'BOX 4555 Vega 'Baja, T'R 0069-1. -8re..c. 855-2500 'Ext. -1300 _'Fax. 858-1945 



urb. Matienzo 
151 Calle Miguel alas 
r\rccibo. PR 00612 -

JV .MV }l. PP.LI CI.MVO CJ{}l <RJ{P.CO 
Certified Public Accountant 

fol. (787) 879-4-UJ 
Fax (787) 880- l-W2 

INDEPENOENT AUDITOR'S REPORT 

To thc Mayor and Municipal Council of the Municipality of Vega Baja 
Vega Baja, Puerto Rico 

-

1 ha ve audited the accompanying financia) statements of the Governmental Activities, each majar fund and 
the rcmaining fund information of thc Municipality of Vega Baja, Puerto Rico, as of and for thc ycar 
ended June 30, 2006, \vhich collectively comprise the Municipality of Vega Baja basic financia! 
statcments, as listed in the accompanying table of contents. These financia! statements are the 
rcsponsibiliry or the Municipality's management. My responsib ility is to ex.press opinions on thcse 
financia! statements based on my audit. 

Exceptas discusscd in the following paragraphs, 1 havc conducted my audit in accordance with auuiting 
standards generally accepted in the United tates of America and thc standards applicable to financia! 
audits contained in Governmcnt Auditing tandards. issued by the Comptroller General of the Unitcd 

tates of America. Those standards require that 1 plan and perform the audit to obtain reasonable 
assurance about whcther thc financia! statements are free of material misstatemcnt. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financia! statements. An 
aL1dit also includes assessing the accounting principies used and significant estimates made b) 
management, as well as evaluating the overa!! financia! statement prescntation. l believe that my audit 
providcs a reasonable basis fo r my opinion. 

The Municipality has not maintained complete and adcquate records in arder to obtain sufficient and 
competent evidential matter related with the Capital Assets additions and depreciation for the ycar 
reponed in the governmental activities. ccordingly, the amount by \.vhich chis departure \\.Ould affcct thl! 
assets, net assets, and expenses of the govemmental activities is not reasonably determinable. 

In my opinion, except for the effects as described in the preceding paragraph the financia! statements 
rcfcrred to abovc prescnt fairly, in ali material respects, thc respective financia! position of thc 
governmental activitics, each major fund and thc aggrcgate remaining fund information and govcrnmcntal 
activitics of the Municipality of Vega Baja, Puerto Rico, as of Junc 30, 2006. and thc respective changcs 
in financia! position, thereof and the respective budgetary comparison for the general fund for thc year 
then ended in conformity with accounting principies gcnerally accepted in thc Unitcd tates of t\mcrica. 
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In accordance with Govcrnment Auditing . tandards. [ have also issued my report dated . ovember 8. 2006 
on m) consideration of the Municipality of Vega Baja. Puerto Rico internal control over financia( 
reporting and on my tests of its compliancc with certain provisions of laws, regulations, contracts and 
grants. The additional report is not an integral part of a govcrnmental auditing standard aud it in 
considcring thc rcsults of the audit the separate report should be read in conjunction with the auditor"s 
report coílsideriílg thc results of our audit. 

My audit was pcrf'ormcd for the purpose of forming an opinion Oíl the Governmental Activities financia( 
statcmcnts of thc Municipality of Vega Baja, Puerto Rico taken as a whole. Thc accompanying schedule 
of cxpenditures of federal awards is presented for purposcs of additional analysis as required by U.S. 
Office of Managcmcnt and Budgct Circular A-133, Audits of tates, Local Govemmcnts, aíld Non-profit 
Organi¿ations, and is not a rcquired part of the general purpose tinancial statements. Such information has 
bccn subjccted to thc auditing proccdures applicd in thc audit of thc general purpose financia( statcments 
and in my opiílion, is fairly stated in ali material respects. in relation the by general purposc financia! 
statcmcnt a taken as whole. 

As dcscribed in Note 1, on July 1, 2004, thc Municipality implemcntcd a new financia( reporting model 
required by GASB Statement No. 34, (GASB No. 34), Basic Financia! Statements And 1\!fanagement 's 
Discussion and analvw;-for State and local Governments. In coíljunctioíl with thc adoptioíl of GASB o. 
3-L the Muílicipality has also adopted the follO\\Íng proílouncements: (1) GASB Statement No. 37-Basic 
Financwl Statements-and Management 's Discussion ami Analysis-for State and local Governments: 
Omnibus, (2) GASB Statemcnt o.38-Certain Financial Statement Note Disclosures, and (3) GASB 
lntcrpretation No. 6-Recognition and ,\,feasurement o/ Certain Liabilities and Expenditures in 
Governmental Fund Financia! Statements. 

The Management 's Discussion and Analysis and budgetary comparison information on pages 1 through 8 
and pagc 16, are not a rcquircd part of the basic financia( statements but is supplcmcntary information 
required by the Governmental Accounting tandards Board. [ have applied certain limited procedures, 
""hich consisted principally of inquiries of managcment regarding thc methods of measurcmcnt and 
presentation of the supplementary information. However, l did not audit the information and express no 
opinioíl Oíl it. 

San Juan, Puerto Rico 
Novemher 30, 2006 

Thc stamp numbcr 
was affixed to thc 
original of this repon 

2202577 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
STATEMENT OF NET ASSETS 

JUNE 30, 2006 

ASSETS 

Cash and investmcnts $ 
Cash with fiscal agent and other 
Accounts receivable 
Accounts rcceivable federal govcrnment 
Accounts receivable govemmenL 
Capital asscts, nct of accumulatcc.I depreciation 

Total assets $ 

LIABILITIES AND FU~D EQ UITY 

Liabilitics: 
Accounts payable and accrucd liabilities $ 
Due to govcrnmcnt enti c~ 

Deferred revenue 
Non-currcnt liabilities: 

Due within one year 
Due in more than one year 

Total liahilities 

NET A ETS 

lnvested in capital assets. net 01· related dcbt 
Restricted for: 

Reserve for debt sen , ice 
Spccial funds 
Capital project fund 
Unrestricted (deficit) 

Toca! nct assets 
Total liabilities and net ª'sets $ 

See notes to financia! statemcnt 

- 1 l -
J uJn \ , 1 .:llciano Charncco * Certified Public Accountant 

Governmental 
Activities 

l l,697,879 
8,401,240 
1,346,603 

799,040 
1,053,504 

58,975,028 
82,273,294 

2,747,977 
702,683 

5,414,909 

2,960,153 
35,648,423 
47,474,145 

29,765,028 

3,744,500 
3,957,672 

12,730,614 
( 15,398,665) 
34,799, 149 
82,273,294 



Functions/Programs 

EX PENDITURES: 
C1eneral government 

Public sat'et) 
Public wor"-s 
Capital projccts 
Health 

Educatio11 and training 
Culture ami recreation 

OLher expenditurc 
lnterest and liscal charges 

Total govenunental activities 

GENEl~AL REVENUES: 
Property laxes 
Municipal licenst:s ta)>. 

Licenses, perrnits and fines 
lntergovernmental revenues 

lnteresls 
Other n:venue!'> 

l'otal general revenues 

l'hanges in net asscb 
Net asst!ls al beginning of year 

Prior year adjustment 
Net assets at end of year 

See notes to financia! statements. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
STATEMENT OF ACTIVITIES 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

rrogrnm nc\COUC!> 

b.xpcoses Capital Crants Opcrnting Cnrnb 

'\et (C'\J>Cll!>C) 

re\enuc am..I clwngc 
in Net A~~cts 

Govcrnmental 
Acthitics 

20,195,735 s 
3,354,650 

9,591, 153 

6.758,524 

2.023,369 

6.637,466 

3,685,070 

155,109 

1,816,459 

5-1,217,535 

C harges for 
Scrvi cci. 

(68,469) s 

(68,469) 
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Contrihutionl> 

( l ,193,6-15) s 

( 1,596,547) 

(2,990, 192) 

Juan A. h:hciano C'harneco .. Certified Public Accounrnnt 

ami 
Contril>utiu11s 

(5.332,270) s 

(5, 161 ,977) 

(6.637,466) 

13,-101.351 

3,354,650 

9,591, I 53 

2,023,369 

3,685,070 

155,109 

1,816,459 

( 17,13 1,7 13) s 34,027,161 

s 

s 

1),917,984 

8,8 1 1,064 

1,004,587 

6,2 1 <J,072 

l 7ó.l 95 

24-1,632 

772,617 

712,857 

28,859,008 

(5, 168, 153) 

39,190,739 

776,563 

34,799,149 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 

BALANCE SHEET · GOVERNMENTAL FUNDS 
JUNE 30, 2006 

2005 :rnd 2006 lle ad 
Bond llUO !',tan 

h>ue Fund Progr:rn1> Proeranu 

( 'upilal 

l'rujec1s 
r und 

t' a'h <llld ln\l!>llllCnl> s 36.150 -$ S 346.N4 s 117 ~-10 s 10512,330 
l a>h w11h fo.cal agcnt and uthcr 
A.:..:uunl> rccc1vablc (vuhunc hui.mes>) 
, \\:.;uunt> rc.;.:1\abk lt:dcral gu\ crnmcnt 
Dw.: lrum gcnc1al lund ami other 
1\1,;.:ou111s rcct:1vablc govcrnmcnl 

1 l-16.603 

2,870,0<>.l 
1,053,504 

4,046,600 

lntal a.•»CIS and olhcr dcbll> $ ),306.320 s 4,046,600 

l.IABIU 1 IE~ Ai'\I) H NO lS.\ LAM' FS 
l 1ab1/111cs 

/\ccounls p.i,ablc and accrued liab1h11es 
Duc lo general IUnd and uilu:r 
U111: tu gu~t:mmclll enlll) 
Dclcm:d r c~cnuc 

1 oial ltab1h11c> 

1 und balance) 
R..:>ervc lur dc1J1 >crv1cc:. 
1 ncurnbr anee> 
ln:rh:ral l'und 
~pcc1al and olhcr ftmtb 
l'apllJI proJccl fund 

1 ui.11 funJ b.ilances 
lolJI hab1hllc) .1nJ tuml balance 

$ l,2866'iS 
~ 1 ó9.ó.J7 

702.t>ID 
:i,1 47,424 

11,306,-109 

29,500 
(ó 029589) 

s 
(6,000,089) 
5.306.320 

A1nou111:. ri;po11cJ Jor govc1111m:n1,1l n..:11 ' 111cs 111 lhc :.1a1c111c111 ol 
111:1 1i:.scb me d1flhcn1 bccateic 

s 

s 

l'apnal a>>cb used 111 govt:mmclllal acllvlltc> arc 1101 lim111c1al rc:.ourct::. 
;111d 1lu:iclorc, are nol rcportcd 11 1 thc lund) 

l .ong-lcr 111 habilitics, 111chrding bonds payablc, are 1101 dm: ami pa)ablc in 
1he currt:nl ix:riod ami lhen:lorc, are nul rcpollcd 111 !he funds 

Acaucd compen:.ated absencc 
13onds pa) <tblc 
Legal cla1111s 
l lcalth lr1:.urance debl 

l ol••I ncl as:.cb ot gov.:rnmcmal ac11v111es 

\..:<'. mlh.:s lo linam:1al s1a1cml!nls 

. 

. 

. 

. 

4 046,óOO 
4 .0-16,600 
4.046,600 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
STATEMENT OF REVENUES, EXPENDITURES ANO CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS 

FOR THE FISCAL YEAR ENDED J UNE 30, 2006 

2005 and 2006 He ad Capítal Debt Total 

1 
General 

1 
Bond HUD Start Proiect Service Other Governmental 

Fund lssue Fund Pro rams Pro rams Funds Fund Funds Funds 

REVENUES: 

Propeny 1axes s 5 594 238 s - s s . s s 4 323.746 s s 9.917 984 

Municipal llcense tax 8,811 064 - 8,811,064 

Llcenses perm1ts and fines 2.073056 . . - 2.073.056 

lntergovernmemal revenues 6,219 072 - - - 5,161,977 3.616 213 14,997.262 

Land11ll 176.195 - - - 176.195 

Rent of propen.es 244,632 - - 244.632 

lnterest income 683.341 - - - 89 276 772.617 

0 1her revenues 601 51 1 - 111.346 712,857 

Federal hnancaa1 award - 2 990 192 6,741 994 1388.637 11121023 

Total revenues 24,403,109 - 2,990,192 6,741,994 5,161,977 4.413,022 5,116,396 48,826,690 

EXPENDITURES. 

General government 15,239,141 - 3,048,697 - 1,353,971 19.641 ,809 

Publlc safety 2,365496 . - 2.365 496 

Publlcworks 7,535 415 . - - 7,5354 15 

Health 1,698 926 . . 1 696,926 

dp1tal PfOJ8CIS - 1 596,547 - 6,303 459 7 900.006 

Culture and recrealton 3.336.888 . - 3 336,88!1 

OU1er Expend1tures 155.109 . . . 155, 109 

EoucallOO and lfa•ning - 6,637466 6,637.466 

Debt serv1ce 

Principal retirement . . . . - 2 240 000 . 2.240 000 

lnterest and fiscal Charges - 1 816.459 1,816,459 

Total expenditures 30,330,975 4,645,244 61637,466 6,303,459 4,056,459 1,353.971 53,327¡574 

Excess ol revenues over (under) expend1tures (5,927.866) - (1655052) 104.528 (1 141 482) 356,563 3.762 425 (4.500 684) 

0 1hur hnanc1ng source (uses) 

Transler in (out) to debl serv~ fund (312 416) (281 931) - - 844,636 250,487 

lnterest expendnure - - (72,507) . (72,507) 

Net bond ISSUed debl - 5,031 000 - - . . 5.031 000 

Net bond exoeoo1tur.,;s j2.353 334) ¡2.353.334) 

Total ot11er flnancing source (uses) ¡312,416) 2,677,666 (261,931} . 772,329 ~655,646 

Excess ol revenues and other sources over 

(unoer) experld1tures and otner uses (6240284)~ 2,677 666 (1 936,983) 104 526 (1 141 462) 1 128,892 3 762.425 (1 645236) 

Fund balance June 30, 2005 240,195 1,368,934 1, 135,525 64,251 11,096 116 2,641,767 195 247 16 744,037 

Pnor penad adJustment !6,000,089!~¡ 
601,458 ¡168 779! p ,272 622) !26,159) !666,102¡ 

Fun<I ba.lance June 30, 2006 $ 41046,600 s - s s 6,684,014 s ~44,500 s 3,957,672 s 14,432,697 

See notes 10 1onanoal statements 

~~\r\ -14-

Juan A Fehc1ano Charneca • Cen,fied Pubhc Accountant 



MUNICIPALITY OF VEGA BAJA 
RECONCILIATION OF THE STATEMENT OF REVENUES, 

EXPENDITURES, AND CHANGES IN FUND BALANCES OF 
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTMTIES 

JUNE 30, 2006 

Amounts reportcd for governmcntal activities in the statcment of activities 
are different because: 

Nct changc in fünd balance - total governmental funds 

Govemmental funds rcport capital outlays as expenditures. However. 
in thc statement of activities thc cost of those asscts is allocatcd 
over their estimatcd useful lives and reponed as depreciation expense. 

Expenditures for capital assets 
r css: current year depreciation 

The issuancc of long-tcrm debt provides current financia! rcsources 
to govcrnmental funds. while the rcpayment of the principal of 
of long-term debt consumes the current financia! resources of 
govcrnmcmal funds. Ncithcr transaction, howcvcr, has any cffect 
on nct assets. 

et bond cxpenditures 
Net bond proceeds of bond issue 
Principal payments 

Sorne expenses reported in the statement of activities do not 
rcquire the use of currcnt fina ncia! rcsources and, thcrcfore, 
are not reportcd as expenditures in governmental funds. 

Cha ngc in netas ets of governmental activitics 

-15-

1.141,482 
( 4,271,443) 

2,425,841 
(5,031,000) 

2,240,000 

Juan .\. Feliciano Charneco "'Ct.:niticd Public t\ccountant 

$ (1,645,238) 

(3,129,961) 

(365.159) 

(27,795) 

$ (5,168,153) 



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
STATEMENT OF REVENUES, EXPENDITURES ANO 

CHANGES IN FUND BALANCE • BUDGET ANO ACTUAL (BUDGET BASISI GENERAL FUND 
FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Budgeted ,\mount5 

1u:vr.M1•:~: 

Propcrty ta,es 
!.ocal taxes 
lntergovemmcntal rcvcnues 
l 1ccnscs. Pcnn1ts and Fines 
lntcn:st mco1m: 
Landlill 
R..:nt 
Othcr revenues 
Other tinanc1al o;ourcc~ 
Pnnc1pal anJ mtere:;t 
Total rcvcnucs 

•:XPE:\DITlIRE.: 

Currcnt 
General Govenunenl 
Puhilc Work 
Pubht: Safet)' 
Health 
Culture and Rccreauon 
01.her Expendirure 
Transfer-out 
Principal and interest 

Total e'penditure~ 

r.,cess of rcvenues ovcr (uncfer) expcnditurc\ 

I· xplanauon of D1 rfcrenccs 

Sources1mflo~s ol resourccs 

On~1nal 

s 1 55" -30 
8,500,000 
5475, 126 
-¡ .l"4999 

540,000 
600.000 
250.000 
115.000 

J 352 95-¡ 
1,682,129 

29,577,94 l 

1-1,561,87-1 
6,669,455 
2,122.-194 
1,.569 314 
2,820,642 

133,067 
200,600 

1 682.129 
29 759,575 

t\ctual amoums (budgcwry bus1sl "avu1lablc for appropnauon" from thc 
budgetar) companson schedule 
D1fferences - budgct to Gi\AP 

rransfor~ 1·rom othcr funds nrc mflows ofbudgetary resources but are not 
revenucs for financ1al reporung purposes 

rotal revcnues as rcported on the statement of revenue, expenditure, and 
changes m fund balances 

L scslouttlo\\ of rcsources 

Actual amounts \budgetary bas1s) 'total charges to appropiauons" from the 
budgctary companson schedule 
l)1ffcrenccs · budget to G.\.\P 

Non budgeted cxpendllures 

íotal e\.pcnduures as reponed on the statemcnt of revenue, expend1rures 
an<l chnnge 111 fund balances 

Sce notes to budgctaf) companson 'i.:hedule 

'>ce notes 10 financia! stat.:ments 

-16-
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s 1,55"7,í30 
8,500,000 
5."75,126 
"A75,000 

540,000 

600 ººº 
250,000 
563.397 

3 352.957 
1,682,129 

29.996,339 

18,252,987 
8,743,903 
2,477.298 
1 695,0-13 
3 295,984 

163.568 
312,418 

1,682,129 
36.623 330 

(6,6:?6 991) 

Juan .\ J.'ch..:1.ino Cham.:co • CcruticJ Pubh.: \.:~ount,mt 

.\djustcd 

\crual 

"º'º 1 

s 1 557 730 
8,541,158 
5,239.072 

996,359 
683,341 
176 196 
244,632 
601,51 1 

4,036,507 
4,323,746 

26,.100,252 

15,048,783 
7,716,528 
2,365,496 
1,698,926 
3 336,888 

l .55,109 
312,.i.18 

4,056,459 
3·1,690,607 

s (8.:?90.355) 

Vanancc 

F1vorablc 

(l nfovomblcl 

s 
1l ,158 

(236.054) 
(6.tn.641> 

l-i3,34 1 
P23,80-I) 

(5,368) 
38 11-1 

683.550 
2,641,617 

(3,596.087) 

3,204 204 
1,027 375 

111 .802 
(J,883) 

(40.904) 
~ 159 

(2,374.330) 
l ,Q32,723 

s (l.66336-1) 

s 26,400,752 

2115.379 

s 28,816,131 

34.690.607 

(303 173) 

s J4.J87,4J.t 



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

GENERAL ORGANIZATION 

The Municipality of Vega Baja (The Municipality) was founded in 1776. The 
goverruncntal system of the Municipality is composed of the executive and lcgislativc bodics. 
The Mayor is the Chief Executive Officer and is elected every four years in the general 
elections of Puerto Rico. The legislative body consists of fourteen (14) assemblymen also 
elected in the general elections of Puerto Rico for a four-year period. 

The Municipality provides services such as: health, public safety, sanitation, recreation and 
sports, education, housing, transportation, welfare, construction and/or improvements of 
highways and streets, and other general and administrative services. 

The financia! statements of the M unicipality have been prepared in accordance with 
Generally Accepted Accounting Principies (GAAP) as applicable to governmental units. The 
Govemmental Accounting Standards Board (GASB) is the standard-setting body for 
governmental accounting and financia! reporting. The GASB periodically updates its existing 
Governmental Accounting and Financia! Reportíng Standards, which along with subsequent 
GASB Pronouncement (Statements and Interpretations,) constitute GAAP for governmental 
units. A summary of the lVlunicipality's significant accounting policies consistently applied 
in the preparation of the accompanying basic financia! statements follows: 

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a. Reporting Entity 

The Mun icipality's financia! statements ínclude the operations of all departments and 
separate legal entities for which the M unicipality is financially accountable. 

In June 1999, the GASB issued Statement No. 34 Basic Financia! Statement and 
j\!/anagement Discussion and Analysis for State and Local Governments. This 
Statement establishes new financia! reporting requirements for state and local 
govemments. It requires new information and restructures much of the information 
that governments have reported in the past. Comparability with reports issued in prior 
years is affected. In June 2001 , the GASB issued Statement No. 3 7 Basic Financial 
Statemenls and iYfanagement Discussion and Analysis for State and Local 
Governments Omnibus, which in part addressed the Management Discussion and 
Analysis (MD&A) requirements, Program Revenue Classifications and Major Fund 
criteria requirements in the reporting model in Statement No. 34. 

The Municipa lity was required to implement this Standard for the fiscal year ended 
June 30, 2003. 

-1 7-



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SIGNlFICANT ACCOUNTING POLlCIES (Continuation) 

b. Financial Reporting Entity 

The accompanying basic financia! statements include ali departments, agencies and 
municipal entities that: ( l ) are under the legal and administrative control of the 
Mayor, and (2) whose funds are under tbe legal custody and control of the 
Municipality's Director of Finance, as prescribed by Law No. 81 of August 30, 199 l, 
as amended, know as the Autonomous J,funicipalities Act of the Commonwealth of 
Puerto Rico. The Municipality's management has considered ali potential 
component units for which it may be financially accountable and other legally separate 
o rganizations for which the nature and significance of their financia! statements from 
those of the Municipality would cause the Municipality's basic financia! statements 
to be misleading or incomplete according to GASB Statement No. 14, -The Financia! 
Reporting Entity (GASB No. 14.) 

Tbe Municipality's management has concJuded that, based on the aforementioned 
criteria, there are no legally separare entities or organizations that should be reported 
as component units of the Municipality as of June 30, 2006 nor for the year then 
ended. 

c. Basic Financial Statement- GASB Statement No. 34 

The basic financia! statements include both government-wide and fund financia! 
statemems. While the previous model emphasized fund types (the total of ali funds of 
particular type), in the new reporting model the focus is on major individual funds 
(within the fund financia! statements). Both the govemment- with and fund fi nancia! 
statcments catcgorize activities as governmental activities. In the govemment-widc 
Statement of Net Assets the govemmental activities (a) are presented on a 
consolidated basis in one colurnn, and (b) are ret1ected, on a full accrual, econom ic 
rcsource basis, which incorporates long-terrn assets and receivablcs as well as long
terrn debt and obligations. 

-18-



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SIGNIFlCANT ACCOUNTING POLlCIES (Continuation) 

c. Basic Financial Statemcnts-GASB Statement No. 34 (Continuation) 

The Government-wide Statement of Activities reflects both the gross and nct cost per 
functional catcgory. The Statement of Activities reduces gross expenses (including 
deprcciation) by related opcrating grants and contributions. Thc operating grants 
include operating-specific grants. 

This governrnent-wide focus is more on the substantiality of thc Municipality the 
changc in aggrcgate economic position rcsulting from the activities of the fiscal 
period. 

The fund financia! statements are, in substance, very similar to the financia! statcments 
prcsented in the previous model. Emphasis herc is on the major funds in the 
govcrnmental catcgory. Non-major funds are aggregated into a single column. 

The governmental funds financia! statements are presented on a current financia! 
resource measw·cment focus and modificd accrual basis of accounting. This is the 
manncr in which these funds are norrnally budgeted. This presentation is deerncd most 
appropriate to (a) dernonstrate legal and covenant compliance, (b) dernonstrate the 
sourcc and use of liquid resources, and (c) demonstrate how tbe Municipality actual 
experience conforms to thc budget or fiscal plan. Since the governmental fund 
statcments are presented on a different measurement focus and basis of accounting 
than the government-wide statement, reconciliation is presented on the fund statement, 
which briefly explains the adjustments ncccssary to transform the fund statements into 
the govemmental wide staternents. 

d. Basis of Prescntation 

The new model as defined in Statement No. 34 establishes criteria (percentage of the 
asscts, liabilities, revenucs or expenditures/cxpenses of eitber fund category or the 
govemmental and cnterprise combined) for the determination or major funds. The 
Municipality reports the following major funds on Fund Financial Statements: 

Major Funds 

General Fund - Always a major fund. The general fund is the main operating fund of 
the Municipality. It is used to account for ali financia! resources except those 
required to be accounted for in another fund. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLlCIES (Continuation) 

d. Basis of Preseotation (Continuation) 

!vlaj or Funds 

Special Revenue Fund Head Start The special revenue fund of Head Start is a major 
fund used by the Muoicipality to account for revenues derived from the grant that is 
legally restricted by outside parties for use on specific purpose. The uses and 
limitations of this revenue fund is specified by municipal ordinances or federal and state 
statutes. 

However, resources restricted to expenditure for purpose normally financed from the 
general fund are reported in the Municipality's general fund provided that ali 
applicable legal requirements are appropriately satisfied. In this case, a special revenue 
fund to account for such kind of transactions will be used only if legally mandated. 

Deht Service Fund - Debt service fund is used to account for the accumulation of 
resources for. and the payment of, general long-term debt principal and interest. 

Capital Proiects Fund - Capital projects fund is used to account for the financia! 
resources for thc acquisition of personal property and/or construction of major 
improvements which are not financcd by other funds. 

Other Fund'i (not major funds) - Special revenue funds are used to account fo r thc 
proceeds of specific revenues sources that are legally restricted to expenditures for 
spccified purposes. Capital projects fund is used to account for the financia! resources 
for the acquisition of personal property and/or construction of major improvements, 
which are not financcd by other funds. 

e. Basis of Accountiog 

The accounts of the Municipality are organized on the basis of funds, each of which is 
considered to be a separate accounting entity. T he Municipality has created various 
types of funds. Each fund is accounted for by a separate set of self-balancing accounts, 
which includc its assets, liabilities, fund balances, and revenues and 
expenditureslexpcnses, as applicable. The individual funds accounts for the 
govcmmental resources allocated to the Municipality for the purpose of carrying on 
specific activities in accordance with laws, regulations, or other restrictions. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

t. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation) 

e. Basis of Accounting (Continuation) 

il1easurement Focus, Basis of Accounting 

Government-wide Financia/ Statements. The governmcnt wide financia! statemcnts are 
reported using the accrual basis of accounting. Revenues are recorded when earned and 
expenses are recorded at the time liabilitics are incurred, rcgardless of when the rclated 
cash flows take place. Non-exchange transactions, in which the Municipality gives (or 
rcccivcs) value without directly rcceiving (or giving) cqual value in cxchange, includc 
grants. Revenue from grants is recognized in the fiscal year in which all eligibility 
requirements havc been satisfied. 

Governmental Funds Financial Statemenl. Governrnental funds are reported using the 
current financia! resources measurement focus and the modified accrual basis of 
accounting. Und~r this method, revenues are recognized when measurable and 
available. Available means collectible within the current period or 90 days after thc end 
of thc pcriod to use them to pay liabilities of the current period. Miscellaneous revenues 
are recorded when collected. Rcvenues collccted in advance of the fiscal year to which 
they apply are recorded as deferred revenues and recognized as revenues in the year to 
which they apply. Expenditures are generally recognized when the rclated fund liability 
is incurred. General capital asset acquisitions are reported as expenditures in 
govemmcntal funds. 

Governmental Fund Types Governmental Activities. Govcrnmcntal funds are those 
through which most governrnental functions of the Municipality are financed. The 
acquisition, use, and balances of the Municipality's expendable financia! resources and 
the related liabilities are accounted for through govemmental funds. The measurement 
focus is upon dctermination of changes in financial position, rathcr than upon net 
income determination. 

Licenses and pcrmits, charges for services, fines and forfeits and miscellaneous 
revenucs (except investment earnings) are recorded as revenues when received. 
Investment earnings (interest) are recorded as eamed since they are measurable an 
available. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SlGNIFICANT ACCOUNTING POLlCIES (Continuation) 

f. Encumbranccs 

Governmental funds employ encumbrances accounting. Under the encumbrance 
system, all purchase orders; contracts and other commitments for the expenditure of 
funds are recorded in arder to reserve that portien of the applicable appropriation. 
Under generally accepted accounting principies, encumbrances outstanding at year-end 
are reported as reservations of fund balance and they constitute neither expenditures, 
nor liabilitics. Encumbrances constitute the equivalent of expenditures far budgetary 
purposes only, and accordingly, are reported with expenditures in ali budgetary basis 
statements. 

g. Budgetary Data 

The Municipality follows these procedurcs, which are in accordance with the 
municipal law in establishing the budgctary date reflected in the basic financia! 
statements. 

(1) On or prior to May 15, the Mayor submits to the Municipal Assembly a 
proposcd budget for the fiscal year commencing the following July l st. Thc 
proposed budget includes estimated expenditures and their financing sources. 

(2) The budget document is available for public inspection prior to its approval by 
the Municipal Assembly. 

(3) Prior to July lst., the annual budget is legaJly enactcd through passage of the 
annual appropriation ordinance. 

( 4) Subsequent to the enactment of the annual appropnat1on ordinancc, the 
Municipal Assembly has the authority to make neccssary adjustments to the 
budget. 

The budget is prcparcd following the modificd accrual basis of accounting, except for 
the encumbrances, as described ahead. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

J. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation) 

g. Budgctary Data (Continuation) 

The actual rcsults of operations, presented in the Statement of Revcnues, Expenditures 
and Changes in Fund Balances-Budget and Actual-General Fund, are reflected in 
conformity with the budgetary accounting of the Municipality for a better comparison 
with the budget information. 

Amendrnents to the budget, and budgetary transfers related to personal expenditures, 
require the approval of the Municipal Assernbly. Non-capital encumbrances lapse at the 
end of the ncxt fiscal year. During thc fiscal year the Municipality readjusted its 
original budgct of the General Fund Balance by $6.663, 755 from current year resources 
mcrease. 

Since the budgetary basis differs from generally accepted accounting principies (GAAP), 
actual amounts for the general fund and debt service fund in the accompanying 
Statcrnent of Revenues and Expenditurcs-Budget and Actual are presented on thc 
budgetary basis to enhance comparability. The principal differences are as follows: 

(1) Encumbrances are recorded as expenditures under the budgetary basis and as 
rcscrvations of fund balance under thc GAAP basis. 

(2) The property tax advances are presented as revenue in thc budgetary basis and as 
other financing sources in the GAAP basis. 

(3) The Municipality receives certain revenues as contributions from governrnentaJ 
entitics, legislati ve and prívate partics, which are not includcd therein nor are the 
related cxpenditures. 

(4) Certain debt issuance to acquire personal property is reflected in the general fund 
and is restricted for that purposc. 

The Municipality has not legally adopted a budget for the Head Start special revenue and 
capital projects funds. Accordingly, it has not presented an annual comparison of budgct 
and actual for these rnaj or funds. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation) 

h. Deposits 

Substantially all cash balances are commingled in a general checking account and 
severa! special purpose bank accounts, except for cash and investments restricted by law. 
Each fund records its equity interest in the pooled cash balance. The available cash 
balance in the general checking account beyond immcdiate needs is invested in interest
bearing deposits. Generally, cash is deposited in interest-bearing bank accounts. 
lnvcstment earnings are credited to thc respective fund. 

1. lnventories 

Thc general fund purchases officc and printing supplies, gasoline, oil, medicines and 
other items. The cost of purchases is recorded as a expenditures and the inventory is not 
recorded in the basis financia! statements since amount is insignificant. 

j . Capital Asscts 

Fund Financia/ Statements 

The capital assets acquired are recorded as expenditures at cost in the governmcntal 
funds. 

Government Wide Financial Statement 

Purchased capital assets are recorded at cost. Donated capital assets are recorded at their 
estimatcd fair value at the time they are received by thc Municipality and are capitalized 
in the Statement of net Assets. Major renewals and betterment are capitalized: 
replaccment, maintenance and repairs, which do not improve or extend the lifc of the 
respective assets, are charged to operations. 

Oepreciation is provided over the estimated useful life of the respective assets on 
straight-line basis. 

k. Vacation and Sick Leave and Othcr Compcnsatcd Abscnces 

Municipal employecs are granted 30 days of vacation and 18 days of sick leave annualJy. 
Vacation may be accumulated up to a ma'Cimum of 60 days and sick leave up to a 
maximum of 90 days. In the event of employec resignation, the employee is paid for 
accumulated vacation days up to the maximum allowcd. Separation from employment 
prior to use of ali or part of the sick leavc terminates all rights for compensation, exccpt 
for employees with ten years or more of service who are cntitled to sick !cave pay to the 
maximum allowe<l. The Municipality is required to pay excess sick leave over 90 days 
on or befare March 31 of the accumulated exccss at Deccmbcr 31 of prior year. 
Employees' ma'Cimum allowed accumulated vacation, with the employer's share of 
payroll taxes, are accounted for in thc Statemcnt of Nct Assets. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SlGNIFICANT ACCOUNTING POLICIES (Continuation) 

l. lnsurance 

The Municipality has insurance coverage for its public facilities and equipment, 
primarily to provide protection in case of disaster and other losses. Also, principal 
officials o[ the Municipality are covered undcr various surcty bonds. The Secretary o[ 

the Department of the Treasury of the Commonwealth of Puerto Rico is the designated 
agency to obtain the necessary insurance coverage for tbe Municipality. 

m. Restrictcd Assets 

lnvestments and Certificaies 

Certain proceeds o[ as well as certain resources set aside for their repayment are 
classified as restricted asscts on thc balance sheet because their use is limited by 
applicable bond covcnants. The "revenue bond" maintenance account is used to report 
those renta! proceeds that are restricted for use in maintenance of thc properties. Thc 
.. revenue bond fund account" is used to segregate resources accumulated for debt service 
payments over the next twelvc months. The ··Dcbt Service Account" is used to report 
resources set asidc to rnake up potential future deficiencies in the "rcvenue bond fund 
account". 

Cash with fiscal agent 

Thc cash with fiscal agent pertammg to the debt service represents property tax 
collections retained by the Government Development Bank for Puerto Rico and another 
financia! institulion restricted for the payment of Municipality's debt service (See Note 
11) and unused proceeds from bonds and notes issued principally for the acquisition or 
construction of permanent improvements are accounted in the capital project fund. 

o. Reservations of Fund Balance 

Reservations of fund balance represent portions of fund balances that are legally 
segregatcd for a specific füture use or are not appropriable for cxpenditure. The 
Municipality has the follov.ing reservations of fund balance: 

* Encumbrances - Represent future expenditures under purchase orders, contracts 
and othcr cornmitments. Thesc committcd amounts generally will become 
liabilities in future periods as the goods or services are received. 

* Debt Service Represents net assets available to finance future debt serYicc 
payments. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation) 

n. Reservations of Fund Balance (Continuation) 

* Capital Projects - Represent net assets available to finance future capital outlays. 

* Far Other Purpose - Represent mainly resources set aside for use in federal and 
state grant programs accounted for in the special revenue funds, and rcsources 
available in the general fund for the payment of certain accounts payable and 
commitments approved by GDB. 

o. Claims and Judgments 

The estimated amount of the liability for claims and judgments, which is due on demand, 
such as from adjudicated or settled claims, is recorded in the general fund and in the 
Statement of Net Assets. 

p. Use of Estimatcs 

The preparation of financial statements in conformity with generally accepted accounting 
principies requires management to malee estimates and assumptions that effect the 
reported amounts of asses and liabilities and disclosure of contingent assets and 
liabilities at thc date of the financia! statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those 
estimates. 

q. Totals Column (Memorandum Only) Governmental Funds Statcmcnt 

The total data under this column is presented only to facilitate financia! analysis. Data in 
these columns do not present financia! position or results of operations in conformity 
with generally accepted accounting principies. Such data is not comparable to a 
consolidation, since inter-fund eliminations have not been madc. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

2. PROPERY T AXES 

The "Centro de Recaudación de ingresos Municipales' '(CRIM) is rcsponsible for the 
assessmcnt of all real and personal property located within the Muoicipality of Vega 
Baja and for the levy, administration and collection of the corresponding taxes. 

The property tax is levicd each year on the assessed value of the propcrty at the beginning 
of the calendar year. Assessed values of real property are established at the estimated 
current value existing in the year 1957 and of personal propcrty at the current value at the 
date of the assessment. 

Real propcrty taxes are billed by the CRI\11 and are due in two equal installments in July 
and January following the assessment date. Personal property taxes are self-asscssed ad 
are due in May 15, when the property tax retum is required to be filed. 

The tax rate per annum is 8.43% for real property and 6.43% for personal property of 
which 3.58% and l.58%. respectively, belongs to the Commonwealth of Puerto Rico and 
4.85% of both perccnts belong to the Muoicipality. From the portion belonging to the 
Municipality, 3.25% represents the Municipality's basic rate, which is appropriated for 
general purposes and, thereforc, accounted for through the general fund. The remaining 
portion belonging to tbe Municipality of 1.6% represents the ad-valorem'' tax withheld 
by the CRIM as fiscal agent, and restricted for debt service, which is accounted for 
through thc debt service fund (See note 2). 

The Municipality has reached the maximum statutory tax rate limit for the basic tax 
whHe there is no limitation for thc ad-valorem tax rate. 

Complete real propcrty tax exoncration is granted by the Commonwealth of Puerto Rico 
on the tirst $15,000 of the assessed valuation of owner occupied residential units. 
However, the Municipality receives the full amount lcvied, except for rcsidential units 
assessed at less than $3,500, on which a complete exemption is granted. Veterans have 
additional cxemption from taxes of $5,000 of the asscssed value of real property. The 
Departmcnt of Treasury instead of the property taxpaye r becomes the source of payment 
in these cases. 

Complete exemption from personal taxes up to an assessment of $50,000 is granted to 
retailers with an annual volume of net sales undcr $150,000. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

2. PROPERY T AXES (Continuation) 

The CRCM reports annually to the Municipality the estimated basic property tax and the 
tax to be used for the debt service, which will be collected in the fiscal year. The basic tax 
is advanced to the Municipality during such fiscal year. It is the practice to amortize 
these advances through the subsequent collection by the CRlM of the basic tax from the 
taxpayers. 

The basic property tax advances from the CRIM are recorded in the general fund as other 
financing sources. As this tax is collected and reported by the CRIM, it is recorded in the 
general fund as revenue. The property tax received from the Department of Treasury, 
which is related to the exoneration granted by the Comrnonwealth of Puerto Rico is 
reflected as revenue in the general fund. 

Since the collection of property taxes from the taxpayers is under the administration of the 
CRIM, the Municipality recognized as an expenditure fue operational expenses allocated 
by the CRlM to the Municipality, which amounted to$229,450 during 2006. 

The following is a summary of the property tax advances that resulted in an account 
receivable, for thc ycar ended June 30, 2006. The resulting receivable is presented as 
deferred revenue in the Governrnent Wide Financia! Statements. 

Accounts Receivable: 

Amortization through co llections of property taxes by the CRIM 
07-01-05 - 06-30-06 $(8,9 l 0,212) 

Advance received, 07-0 l -04 - 06-30-05 8,642,727 

Due from CRlM - 2006 $ (267,485) 
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3. OEPOSITS 

MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

Dcposits includc certificares of dcposits amounting to $5,843,000. Thc Municipality's 
cash and investrncnts at June 30, 2006, were entirely covered by the Federal Depository 
[nsurance Corporation by collateral provided by the banks and held by the Departrncnt of 
the Treasury pursuant to applicable laws and regulations. Cash with fiscal agent is 
maintained in intcrest-bearing accounts in the Governrnent Developrncnt Bank for Puerto 
Rico and is collaterized by the Commonwealth of Puerto Rico. 

Puerto Rico laws authorize governrnental entities to invest in direct obligations or 
obligations guarantced by the federal governrnent or the Cornrnonwealth of Puerto Rico. 
The Municipality is also allowed to invest in bank acceptances, other bank obligations 
and certificates of deposit in financia! institutions authorized to do business under thc 
federal and Cornrnonwealth laws. During the year, the Municipality invested its funds in 
interest-bearing bank accounts, and short-term certi.ficates of deposit. 

4. CONCENTRA TION OF CREDIT RISK 

T he Municipality maintains its casb account in local commercial banks, whose accounts 
are warranty by the Federal Dcposit Insurancc Corporation (FDIC) up to $ l 00,000. 
Deposits in excess of $100,000 are collaterized by the bank securities to propcrty 
safeguard such funds. 

Nevertheless, Management belicvcs that concentration of credit risk is limited because 
balances are deposited with high standing financia} institutions. 

S. MUNICIPAL LICENSE TAXES 

The volume of business taxis levicd each year bascd on the prior year's gross revcnues for 
ali cornrnercial and industrial organizations doing business in the Municipality and which 
are not totally or partially exempt fr<,:>m this undcr the Industrial Incentives Acts of Puerto 
Rico. All taxpayers are required to file their declarations by April 15 of each year. 

The tax rates are as follow: 
1.5% for financia! institutions 
for ali other organizations 0.5% 

Taxes are payable in two equal semiannual installments on July l and January l following 
thc levy date. f f thcy are paid befare their maturity, the taxpaycr is granted ccrtain 
discounts. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

S. MUNICIPAL LICENSE TAXES (Continuation) 

The deferrcd rcvcnuc of thc general fund corrcspond to the business tax levied receivcd 
from the next fiscal year. 

The minimum gross revenue to file the Volume ofBusiness Tax Declaration is $5,000 and 
the minimum tax payable is $25. The date to file the Volume ofBusiness Tax Oeclaration 
is April 15. The Municipality grants a 5% discount, if the taxes are paid on or before 
April 15. Otherwisc, 50% of taxes payablc must be paid within the firs 15 days of each 
semester beginning with the first semester ending December 31 . 

The Municipality recognized an account receivable fo r the estimated municipal license 
taxes to be collected during the first three months of next year, but corresponding to 
current year. Municipal license taxes collected prior to June 30, but pcrtaining to the next 
fiscal year are rccordcd as deferred revenues. 

6. INTERFUND TRAl~SACTIONS 

Oue From/To Othcr Funds (Fund Financia! Statement) 

Interfund receivables and payables generally reflect temporary loans, billings for services 
provided and rccovcry of expenditures. The balance are as follows: 

Funds Due From DueTo 
General $2,870,063 $4, 169,647 
Hud Programs 94,616 -
Head Start Special Revenue - 406,820 

_ C~ital Projcct - 1,828,316 
Other Funds 4,075,031 634,927 

$7,039,710 $7,039,710 

The Inter-fund receivables and payables on fund financial statement are eliminated on 
Statement of Net Assets (Govemment Wide Financial Statement). 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

7. INTERGOVERNMENT AL REVENDES 

Sources of intergovernmental rcvcnue consist primarily of governmental payments from 
the Commonwealth of Puerto Rico ··in lieu of ta'<" payrnents from certain ·'quasi-public" 
corporations, such as thc Puerto Rico Electric Power Authority. 

Grants and subsidies rcccived from the Commonwealth of Puerto Rico include, among 
others, a general subsidy for capital irnprovements. Almost all these intergovernmental 
revenues are accounted for in the general fund. 

8. FROM (DUE TO) GOVERNMENTA ENTITIES 

As of Junc 30, 2006 balances from (due to) governmental entities of the general fund 
consists of the following: 

Name Dueto 
Electric Puerto Rico Power Authority $3 16,704 
Puerto Rico Water and Sewer Authority 80,602 
Puerto Rico Retiremcnt System 156,275 
Puerto Rico Telephonc Co. 126,664 
General Adrninistration Services 2,749 
Puerto Rico Employees Association System 19,689 

Totals $702,683 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

9. CAPITAL ASSETS 

Fund Financial Statements 

Tite Municipality charged costs of capitalizable outlays as expenditures categories in the 
Governmental Fund Financia/ Statements. 

Retirements 
Balance and Transfers Balance 

Governmental activities: 613012005 
Capital assets, not being depreciated: 

Additions dis~ositions 613012006 

Land $ 10, 199,261 $ $ $ 10,199,261 
Construction in progress 1,029,451 1,596,547 2,625,998 

Total capital assets not being depreciated 11,228,712 1,596,547 12,825,259 

Capital assets, being depreciated 
Buildings and building improvements 37,907,759 175,614 38,083,373 
Infrastructure 23,343,165 23,343, 165 
Vehicles and equipment 10,491,303 1,614,713 12,106,016 

Total capital assets being depreciated 71,742,227 1,790,327 73,532,554 
Less accumulated depreciation for: 

Buildings and building improvements (9,527,826) (858,863) ( 10,386,689) 
Infrastructurc (5,758,529) (2,334,3 17) (8,092,846) 
Vehicles and equipment ~7 ,824,987) (l,078,263) (8,903,250) 

Total accumulated depreciation ~23, 111,342) {4,271,443) (27,382,785) 
Total capital assets being depreciated, net 48,630,885 1,790,327 (4,271,4432 46,149,769 
Govemmental activities capital assets, net $ 59,859,597 $ 3,386,874 $ (4,271,443) $ 58,975,028 

Depreciation expense was charged to functions of the Municipality as follows: 

Governmental activities: 
General government $553,926 
Public safety 989, 154 
Public works 2,055,738 
Culture and recreation 348,182 
Health 324,443 

To tal deprec iation expense-govemmental activities $ 4,271,443 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

Government Wide Financial Statements 

Capital assets purchascd are carried at historical costs. Contributed asscts are rccorded at fair 
value as of the date donated. Additions, Improvements and other capital outlays that 
significantly extend thc useful life of an assct are capitalized. Other costs incurred for repairs 
and maintenancc are expensed as incurred. Depreciation on capital assets is calculated using 
the straight-line mcthod ovcr the following estimated useful lives: 

Vehiclcs, Heavy Equipmcnt 5-25 $300 
Furniture and Fixture 5-1 O $300 
Computcr and Electronic Equipment 5 $300 
Buildings 50 $ l 
[nfrastructure 60 $1 
Improvements 20-40 $1 
[n addition, the Municipality assigned a l 0% residual value on most Capital Assets. 

lO. GENERAL LONG-TERM DEBT 

The principal long-term obligation of thc Municipality is obligation bonds issue to ti.nance 
permanent improvemcnts and purchases of equipment. The Municipality's long-term debt 
retiremcnts are appropriated and paid from resourccs accumulated in the debt service fund. 

The following is a summary of bonds transactions of 1he Municipa/ity of Vega Baja for the year 
ended June 30. 2006. 

Dcscription 
Beginoing 

Additions Reductions 
Ending 

Balance Balance 
General Obligations Bonds $31,450,000 $5,065,000 $2,240,000 $34,275,000 -

..,., 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

Long-term debt at June 30, 2006 is comprised of the following General and Special 
Obligation ' s issucs: 

Balance Oue within 
Description 06-30-2006 One year 

Series of 1994, $1,635,000 payable in annual 
installments of $55,000 to $160,000 until 
2014; with interest ranging from 6.5% to 1,050,000 85,000 
7.706%. 

Series of 1995, $6,665,000 payable in annual 
installments of $275,000 to $720,000 until 
2012; with interest ranging from 6.875% to 3,930,000 425,000 
6.28%. 

Series of 1997, $4,340,000 payable in annual 
installments of $75,000 to $375,000 until 
2022; with interest ranging from 6.69% to 3,805,000 l 10,000 
6.56%. 

Series of 1999, $3,115,000 payable in annual 
installments of $70,000 to $290,000 until 
2019; with interest at ranging from 5.69% to 2,475,000 105,000 
6.51%. 

Series of 1987, $3,175,000 payable in annual 
installments of $170,000 until 2007; with 
interest at 9%. 340,000 170,000 

Series of 1991 , $510,000 payable in annual 
installments of $140,000 to $60,000 until 
2006; with interest ranging from 4.37% to 
6.363%. 60,000 60,000 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

10. GENERAL LONG-TERM DEBT (continuation) 

General and Spccial Obligations(Continuation) 

Series of 2002, $ l.410.000 payable tn annual 
installments of $20,000 to $120,000 until 2026; 
with interest ranging from 5.0% to 5.6%. lJ 15,000 

Series of 2002. $310,000 payable m annual 
installments of $5,000 to $25,000 until 2026; with 
intcrest ranging from 5.0% to 5.6%. 290,000 

Series of 2003. $2.900.000 payable m arui.ual 
installments of $50,000 to $230,000 until 2027; 
with interest ranging from 2.7% to 5.6%. 2,745,000 

Series of 2003, $215,000 payable m annual 
installments of $5.000 to $15,000 until 2027: with 
interese ranging from 5% to 6.5%. 200,500 

$1,760,000 payable in annual installments of $30,000 
to $130,000 umil 2028~ with interest at rangmg 1,695,000 
from 2.36% to 6% 

Series of 2003, $910,000 payable m annual 
installments of S l 05,000 to $130,000 until 2009; 
with interest ranging from 5.0% to 6.5%. 570,000 

Series of 2003, $545,000 payable m annual 
installments of $10,000 to $45,000 until 2027; with 
interest ranging from 5.0% to 6.5%. 515,000 

$720,000. payable in annual installments of $85,000 to 
$125,000 until 2012; with interest ranging from 720,000 
5.0% to 7.5%. 

$815,000 payable in annual installments of $10,000 to 
$65,000 until 2030; with interest ranging from 815,000 
4.23% to 5.31 %. 

$3,530,000 payable in annual installments of $65,000 
to $260,000 until 2030, with interest ranging from 3,530,000 
5.9% to 7.25%. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

10. GENERAL LONG-TERM DEBT (Continuation) 

General and Special Obligations (Continuation) OVE WITHTN 
ONE YEAR 

$465,000 payablc in annual installments of $35,000 
to $70,000 until 2008; wi.th interest ranging from 185,000 55,000 
6. % to 8%. 

$1,375,000 payable in annual installments of $65,000 
to $125,000 until 2019; with interest ranging from 1,310,000 65,000 
4.37% to 5 %. 

$6,455,000 payable tn annual installments of 
$300,000 to $455,000 until 2015; with interest 
ranging from 5.26% to 7.66%. 3,655,000 350,000 

$2,370,000 payablc líl annual installmcnts of 
$125,000 to $185.000 until 2019; with interest 
ranging from 7.066º'0 to 7.95% 1,870,000 125.000 

$3,200,000 payable in annual installments of $35,000 
to $175,000 until 2023; with interest ranging from 
2.4 l % to 5.69%. 3,200,000 35,000 

TOTAL $34,275,000 $2,020,000 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

10. GENERAL LONG-TERM DEBT (Continuation) 

The annual requirements to amortize the general long-term debt outstanding at June 30, 
2006, including intcrest are as follows: 

Year Endine; J unc 30, Principal lnterest Total 
2007 $ 1,705,000 $ 2,007,888 $ 3,712,888 
2008 2,200,000 l,889,327 4,089,327 
2009 2,1-l5,000 l ,750,588 3,895,588 
2010 2,190,000 1,615,654 3,805,654 
201 l 1,490,000 1,074,076 2,564,076 

Subscqm:nt years 24,545,500 8,557, l 98 33, 102,198 
TOTAL $3 .. ,275,000 $16,894,731 $51,169,731 

Thc Municipality is subject to ccrtain laws of thc Commonwealth of Puerto Rico, which 
limit the amount of bond obiigations than can be issued to 10% of the assessed valuation 
of thc propcrty located at the Municipality of Vega Baja. 

11. DEBT SERVICE FUND 

Thc revenues of the debt service fund arise from the additional property tax and are 
recognized when collected and informed by the CRIM (See Note 2). The CRIM retains 
thcsc collections for the payment of principal and interest of bonds and notes issued by thc 
Municipality. [ntercst income is for the payment of interest or special obligations notes 
and property ta'Ccs are for the debt service requirements of the genera obligations bonds 
and notes. 

Thc Government Development Bank pays principal and interest on these obligations for 
Puerto Rico from funds obtained fro the Following: 

,.--
. Property taxes $4,413,022 

General funds 312,418 -
Special Revenue fund 281,931 

TOTAL $5,007,371 

Expcnditures for 1ear 2005-2006 were as follows: 

Principal $2,240,000 
lnterest 1,816,459 

TOTAL $4,056,459 

-37-



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

12. RETIREMENT SYSTE~l 

Plan Descriptioo 

Regular employees of the Muoicipality contribute to a cost sharing multiple-employer 
defined bcnefit retirement plan, administered by the Employee' Retirement System of thc 
Government of Puerto Rico and its instrurnentalities (ERS). ERS covers all regular full 
time public employees working for the central govcrrunent, public corporations and thc 
municipalities of Puerto Rico. The system provides retirements pensions, death and 
disability benefits. Retirement benefits depend u pon age at retirement and number of years 
of credited service. Disability retirement benefits are available to members for 
occupational and non-occupational disabilities. Benefits vest after ten years of plan 
participation. The system was created under Act 447, approved on May 15, 1951 , as 
amendcd, and became effective on January l, 1952. ERS issues a publicly financia! report 
that includcs financia! statements and required supplementary information of the Plan, 
which may be obtained from the ERS at G.P.O. Box 42003. San Juan Puerto Rico. 00940. 

The annual retirement benefits for those regular full-time employees hired on or before 
March 3 l, 1990 or those attaining permancnt status before that date (Old Plan) and for 
those hired or attaining permanent status on or after April 1, 1990 (New Plan) are as 
follows: 

Eligibility 
Agc 55 and 30 years of 
scrvice 

Under 55 and 30 years 
of scrvicc 

OLD PLAN 

Pcnsion Benefits 
75% of average highest compensation 
during any years of credited service 

65% of average highest compensation 
during any 3 years of credit service 

Participant in the ystem who retire prior to 30 years of credited service are entitled to an 
annual retirement benefit equal to 1.5% of the highest compensation in any 3 years of 
credited service for each year of service up to 20 years. and 2% for each year in excess of 
20 years. 
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NOTES TO FINACIAL STATEMENTS 

J UNE 3 0 , 2006 

Eligibilitv 

Age 65 with l O 
years of servicc 

NEWPLAN 

Pension Bcncfits 

l .5% of average compensation during the 
final 5 years of credited services multiples 
by the numbers of years credited service 

For both plants, thc cmployecs are vcstcd whcn attaining ten ycars of credited scrvices. 
Disability and death are available with certain limitations and ali annuities in pay status 
will be increascd every three years by 3% subject to the approval by the Legislature of 
Puerto Rico. 

Funding Policv 

The Act 4-l7, as amended, is the authority under which obligations to contribute to the 
Plan by thc Plan members, employer and other contributing entitics are established or may 
be amended. Thc rcquired contributions made by thc Municipality were based on 
percentagcs establishcd by the Administrator of the System. Such percentages were not 
based on actuaria! studies as requircd by generally accepted accounting principles. An 
actuaria! computation of the annual contribution applicable to the Municipality has not 
bcen prcpared. Accordingly. the amounts by which the actual contributions differ from 
the required actuarial contributions are not known. The annual employer and employees 
contribution for thc year ended June 30, 2006 amounted approximately $795,335. 
Members' contributions are 5.775% for gross salaries up to $6,600 plus 8.275% of the 
gross salary in exccss of $6,600. Thc Municipality is required to contribute 9.275% of 
gross salary. 

Municipality is subject to certain laws of the Commonwealth of Puerto Rico, which limit 
the amount of bond obligations that can be issued to l 0% of the assessed valuation of the 
property locatcd at the M unicipality of Vega Baja. 

Actuarial Valuation 

The actuarial dctcrmined present value of bcnefits accrued as of July 1, 2003 (latest date 
available) for thc System as whole, determined through an actuarial valuation performed 
at such date, amountcd to $1 l .2 billion. The net assets available for benefits at such date 
were $2.0 billion, resulting in an excess of accrued benefits over net assets available 
(actuaria! dctici~ncy) of $9.2 billion. This information is not available by each participant 
government agencies or municipalities. 
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NOTES TO FINACIAL STATEMENTS 

JUNE 30, 2006 

Actuarial Valuation (Continuation) 

et assets of the S)'stcrn consist principally of investments in stocks and bonds and loans 
to participants. The projected unit credit actuaria! cost method was used for the actuaria! 
calculation. Significant assumptions were as follows: 

a) Interest rate 
b) Salary incrcasc 
e) Mortality 

d) Termination 

e) D1sab1ltty 

t) Retirement age 

8.5% ayear 
5.0% ayear 
GAM' 83 Mortality Table set 
forward two years. 
Medium Turno ver Table 
commensurate with anticipatcd 
expenence. 
65% of Third Railroad Retirement 
Table Rates. 
Gradcd scale of retirement ages 
commensurate with anticipated 
expericnce. 

g) Proportion of participants with spouses 80% of participants assumed to be 
married, with wives assumed to be 
four years younger than husbands. 
15% of retiring employees assumed 
to pay retroactivc contributions at 
retirement. 

h) Number of emplO)'CCs electing highcr 
contributions 

i) Cost-of-living adjustment 

13. LONG TERt\1 LIABILlTIES 

Compcnsated Abscnccs 

3% every third year. 

Account for vacation and sick leave absences to be financed with governmental funds. Thc 
liability for compensated absences was recorded in the Government-wide financia! 
statements. The balance consists of unpaid, accumulated annual and sick leave balances. The 
liability has been calculated using the vesting method. In which sick leave arnounts for both 
employccs who currently are eligible to receive termination payments and other employees 
who are expected to become eligible in the future to receive such payments upon termination 
are includcd. 

The cham~es in Compensated absences for the year ended June 30, 2006 are as follows: 

Governmcntal acti vity June 30, 2005 Net lncrcase June 30, 2006 
Oue within 
One year 

Compcnsated Absences S2,935,.t76 $155,209 $3,090,685 $622,549 

In addition, the liabiliti\!s for retirement obligations were recorded in the Govemment-Wide 
Financia! Statements. The balance consists of unpaid, accumulated pension obligations. 
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NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2006 

14. LEASES 

Operating Leases 

The Municipality has severa! short-term operating lease agreements covering sorne of the 
Municipality's premises and equipment. Most of the agreements are rcncwed annually. 
Total renta! charges for the year ended June 30, 2006, were approximately $601,63 8 
included in ali funds. 

15. CLAlMS AND CONTTNGENCIES 

Contingencies 

On July l. l 997, there was an amendment to Act No. 72 in which it was established that the 
balance due to HlA from October 1994 to June 30, 1997 would be eamed on thc additional 
lottery games. During the year the Municipality pay to I [ealth Insurance of PR 
Administration $ l ,236A87. 

Federal Programs 

The Municipality participates in a numbcr of federal financia! assistance programs. Although 
the Municipality's grant programs have been audited in accordance with the provisions of 
the Single Audit Act of l 984, as amendcd, during the year ended Junc 30, 1996, these 
prograrns are still subject to financial and cornpliance audits and resolution of previously 
identified questioncd costs. These grants are also subject to audit on behalf of the grantors to 
assure compliance with grant provisions. If expenditures are disallowed due to 
noncornpliance with grant prograrn requirernents, thc Municipality rnay be rcquired to 
reirnburse to the grantor agency. Accordingly, the Administrations cornpliance with 
applicable grant requirements will be established at sorne future date. Nevertheless, tbc 
Municipality's managemcnt expects the amount of expcnditures, which rnay be disallowed 
by the granting agencies from such audits, to be immaterial. 

Comptroller 's Otnce rludits 

The Municipality of Vega Baja, Puerto Rico, has been audited by the Cornptroller's Office 
of the Commonwealth of Puerto Rico. The Comptroller's Office has not issucd a final report 
related to the financia! operations of the Municipality for the period of the single audit. 
Thesc audit report do not covcr any findings subscqucntly discloscd to Municipafüy 
operation by the Comptroller's Office. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2006 

16. PRIOR PERIOD AD.JUSTl\!fENTS 

HUD Programs, and Capital Projects pnor period adjustment correspond to thc 
reclassification of fund balances. 

17. CLOSURE ANO PO T-CLOSURE CARE COST AND LANDFILL OBLIGATION 

The Munícipalíty owns a landfill of approximately 40 acres of which 23 acres are currently 
in use, which is used by scvcral municipalities including Vega Baja and is administered by 
AR Waste Disposal Enterprise, Inc. (the landfill administrator), an independent private entity, 
under an agreemcnt with the Municipality, for a pcriod of twenty (20) ycars from August 22, 
2005 to August 22, 2025. According to the landfill's management and administration contract, 
the municipality will lransfer the 40 acres mentioncd above, plus another 30 acres of land thal 
will be acquired from the "Autoridad de Tierras de Puerto Rico", for the term of the contract 
to the landfill administralor. This transfer will be made free of cost to the administrator as 
sublessor. In the other hand the administrator will be responsible for the operation and 
management of thc landtill and the rehabilitation work in relation to the horizontal expansion 
of the landfill. The Municipality will pay a fixed arnount of $250,000 per annum for the tirst 
200 daily tons of solid waste. In addition, the Municipality will pay $30.00 for each ton of 
so lid waste in excess of thc 200 daily tons received by the administrator. 

The Municipalit} of Vega Baja formalized an agreement with Atlantic Waste Disposal 
Company for the gathering. transportation and disposal of municipal waste for a period of ten 
( 10) years from August 5, 2005 to March 31, 2015 on established routes per contract. The 
change for service amount is $6.50 by residential unit and payable monthly to A W 
( considering prcscntly l O, 995 residen tia! units in the l st year). 

18. SUBSEQUENT EVENT: 

On August 25, 2006, the Municipal Council approved Ordinance No. 15, Series 2006-07, 
(the ordinance), that established a sales tax of 1.5% over retail sales in the municipality. The 
ordinance will be effective commencing on October l, 2006. The monies collected through 
the abo ve mentioncd sales tax wil 1 be used among other purposes for the management for 
improvements in the Municipal infrastructure. 



JV Jr]{ }t. PP.LI CI}f.JVO CJ{jf_ CRJVP,CO 

Urb. MatienlO 
15 1 Calle v!iguel Salas 
Arecibo, PR 006 12 -

Certified Public Accountant 

Tel. (787) 8'"79--l-D3 
Fax (787) 880-1 102 

REPORT ON INTERNAL CONTROL OVER Fl ANCIAL REPORTlNG At\íD O 
COMPLIANCE ANO OTHER MATTERS BASED ON AN AUDIT OF FlNANClAL 

STA TEMENTS PERFORMED IN ACCORDANCE WlTH 
GOVERNMENT AUDITING ST ANDAROS 

To thc Mayor and Municipal Council 
Municipality of Vega Baja, Puerto Rico 

-

[ have audited the accompanying financia! statements of the Governmental AcLiviLics of the Municipality 
of Vega Baja, Puerto Rico, as of and for the year ended Junc 30, 2006, and have issued an unqualificd 
report thereon dated ovcmber 30, 2006. 1 conducted my audit in accordancc with generally at:cepted 
auditing standards in the United States and thc standards applicable to tinancial audits containcd in 
Governmcnt Auditing Standards, issued by the Comptroller General of the Unitcd States. 

lnternal Control Over Financia! Reporting 
[n planning and performing my audit, l considercd Municipality of Vega Baja, Puerto Rico, interna! 
control ovcr financia! reporting in arder to determine my auditing procedures for the purpose of expressing 
my opinion on the financia! statcments an<l not to providc assurance on thc interna! control over linancial 
reporting. My consideration of the interna! control over financia! reporting would not necessarily disclose 
ali mattcrs in the interna! control over financia! reporting that might be material weaknesses. A material 
weakness is a condition in which the design or operation of one or more of the interna! control components 
does nol reduce to a relati vely low levcl thc risk that misstatemcnts caused by error of fraud in amounts lhat 
would be material in relation to the general purpose financia! statements being audited may occur and not 
be dctcctcd within a timcly pcriod by employecs in thc normal course of pcrforming thcir assigned 
functions. [ noted no maners involving the interna! control over financia! reporting and its operation that we 
considercd to be material weakncsscs. l lowever, 1 noted other maners involving the interna! control over 
financia! reporting that 1 have reported to management of Municipality of Vega Baja. in a separatc dated 
Novembcr 30, 2006. 

--U-



Compliance and other matters 
As part of obtaining reasonable assurance about whether the Municipality of Vega Baja financia! 
statements are free of material misstatcrnent, r performed tests of its compliance which ccrtain provisions of 
laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect 
on thc detcrrnination of financia! statement amounts. Howcver, providing an opinion on cornpliance with 
those provisions was notan objective of my audit and, accordingly, 1 do not express such an opinion. The 
results of my tests discloscd no instances of noncompliance and other matters that are required to be 
reported under Government Auditing Standards. 

This report is intended solely for the information of the Municipal Assembly, management and federal 
awarding agencies and pass-through cntities, and is not intcndcd to be and should not be uscd by anyone 
other than these specified parties. 

San Juan, Puerto Rico 
Novemher 30, 2006 

The stamp numbcr 
was affixed to the 
original of this rcport 

2202578 
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Certified Public Accountant 

Tel. (787) 879--l433 
Fax (787) 880-1 t02 

REPORT ON COMPLIA'.'i'CE WITH REQt:lRE:\1lENTS APPLICABLE TO 
EACH MAJOR PROGRAM ANO ON INTERNAL CONTROL OVER COMPLIANCE 

IN ACCORDANCE WlTH OMB CIRCULAR A-133 

To the Mayor and Municipal Council of the Municipality of Vega Baja 
Vega Baja. Puerto Rico 

Compliance 

-

1 ha ve audited the compliance of the Municipality of Vega Baja, Puerto Rico, ..vith tht: types of compliance 
requircmcnts dcscribcd in the U.S. Officc of Management and Budget (OMB) Circular A-133 Compliance 
Supplcment that are applicable to each of its majar federal programs for thc year cndcd Junc 30, 2006. The 
Municipality of Vega Baja major federal programs are identifted in thc summal) of auditor's resulcs 
section of thc accompanying schedule of findings and questioned costs. Compliancc with thc requircments 
of laws, regulations, contracts and grants applicable to each of its major federal programs is the 
responsibilit} of lunicipalit} of Vega Baja Managemcnl. ly responsibility is to cxpress an opinion on 
M unicipality of Vega Baja compliancc based on my audil. 

1 conducted my audit in accordance "' ith general!} acceptcd auditing standards, the standards applicable to 
ftnancial audits contained in Govemment Auditing Standards issut:d by the Comptroller General of the 
Unitcd tates: and OMB Circular A-133, "Audits of tates and Local Governments and on-Profit 
Organization~. fhose tandards and O\.IB Circular A-133 require that 1 plan and perform thc audit to obtain 
reasonable assurance about whcthcr noncompliance with the types of compliancc requiremcnts rcfcrred to 
above that could have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis. evidence about Municipality of Vega Baja', compliance with those 
requirements and performing such other procedures, as l considered ncccssary in the circumstances. l 
believe that my audit providcs a rcasonable basis for my opinion. My audit does not provide a legal 
determination on the :Vlunicipality of Vega Baja compliance 'vvith those requirernents 



In my opinion, thc Municipality of Vega Baja, complied, in ali material rcspects, with thc requiremcnts 
rcferred lo abovc that are applicable to each of its major federal programs for lhe year cnded June 30, 2006. 
l lowcvcr, the results of my auditing procedures disclosed instances of noncompliance with those 
requ iremcnts that are required lo be reported in accordance with OMB Circular A-133 and which are 
dcscribed in the accompanying schedule of findings and qucstioned costs as items 2006-02, 2006-03, 2006-
04, 2006-05, 2006-06, 2006-07, 2006-08, 2006-09, 2006-10, 2006-11, 2006-12, 2006-13 and 2006-1-L 

Interna! Control Over Compliance 
Thc management of thc Municipality of Vega Baja, is rcsponsible for cstablishing and maintarnmg 
effectivc interna! control over cornpliance with rcquirerncnts of laws, rcgulalions, contracts and grants 
applicable to federal programs. In planning and performing my audit, I considered Municipality of Vega 
Baja interna( control over compliance with requirements that could have a direct and material effect on a 
major federal program in ordcr to determine my auditing procedures fo r thc purpose of cxprcssing my 
opinion on compliance and to test and report on interna! control over compliance in accordancc with O\ilB 
Circular A-133. 

My considcration of the interna! control over compliance would not necessarily disclose ali matters in the 
interna! control that might be material weaknesses. A material weakness is a condition in which the design 
or opcration of one or more of the interna! control componcnts docs not reduce to a rclatively low leve! thc 
risk that noncompliance with the applicable requirements of laws, regulations, contracts and grants that 
would be material in relation to a major federal program being audited may occur and not be detccted 
within a timely pcriod by cmployces in thc normal course of perform ing their assigncd f unctions. 1 notcd no 
mattcrs involving che interna! control over compliance and its operation that 1 conc;ider bcing material 
weakne ses. 

This report is intended solely for the information of the Municipal Assembly, managemcnt and fodcral 
awarding agencies and pass-through entilics and is not intended to be and should not be uscd by anyone 
other than thesc specified parties. 

San Juan, Puerto Rico 
Novemher 30, 2006 

The stamp numbcr 
was affixed to thc 
original of this report 

2202579 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Federal CFDA Pass-through 
Federal Grantor / Pass-through Grantor Program Title Number Grantors Number 
U.S. Of Housing and Urban Development 
Direct Program 

Community Planning and Developrncnc 
Community DcvelopmcnL Block Grant (Entitlement Grants) 
and Loan Agreement 

CDBG- 2005 14.218 B-05-MC-72-0014 
CDBG- 2004 14.218 B-04-MC-72-0014 
CDBG- 2003 14.218 B-03-MC-72-0014 
CDBG - 2001 14.218 B-0l-MC-72-0014 
CDBG- 2000 14.218 B-OO-MC-72-0014 
CDBG - 1998 14.218 B-98-MC-72-0014 

Emcrgcncy Shelters Grant Program 
Passed-through Governors Office of Federal Emergency Management 

Emergency Shelter Grant 14.231 S-03-MC-72-0015 
Emergency Sheltcr Grant 14.231 S-02-MC-72-0015 
Emergency Shelter Grant 14.231 S-01-MC-72-0015 
Emergcncy Shclter Grant 14.231 S-00-MC-72-0015 
Emergency Shclter Grant 14.231 S-99-MC-72-0015 
Emcrgcncy Shcltcr Grant 14.23 l S-98-MC-72-0015 
Emergency Shelter Grant 14.231 S-97-MC-72-0015 

Section 108 loan guarantcc 14.248 B-94-MC-72-0014 
Section 108 loan guarantce 14.248 B-95-MC-72-0014 
Section 108 loan guarantcc 14.248 B-98-MC-72-0014 
Section 108 loan guarantee 14.248 B-Ol-MC-72-0014 

Dire<:t Program: 
Public and lndian Housing 

Section 8- Voucher 14.871 RQ-032-V-0004/5 
Section 8- Modem Rehabilitation 14.856 RQ-032-MR-OOO 1 
Scction 8 - l lopwa 14.241 

U.S. Department of Hcalth and Human ervices: 
Admini.stration for children and families 

Passed-through Govemors Officc for l luman Development: 
Head Start 93.600 02-CH-0483 
Child Care (Escuela Maternal ) 93.994 
Child Care 

Administration on Aging 
Passed through -Govemors Officc ( cndec) 

Special Program for the \ gin.! 93.044 Title lll 
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Federal 
Expenditures 

$ 1,554,692 
43,720 

313 
125 

6,300 
35,555 

1,640,705 

1,281 
8.547 

14,-B6 
13,621 
19,998 
6,076 

318 
64.277 

5,295 
22,672 

226,616 
1,232,078 
1,486,661 

1,029,904 
359,482 
64,215 

1,453,601 

6,232,723 
370,026 
34,717 

6,637,466 

467.955 



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Federal CFDA 
Number 

ass-through e eral 
Federal Grantor I Pass-through Grantor Program Title 

U.S. Department of Agriculture: 
Passed-through from the Commom\ealth Departmenc of Education 

Child and adult care food program 

U.S Dcpartrncnt ofTransportation: 
Passcd-through Federal Transportation \ dminsitration 

Federal Transportation 1\1.:t. 
Federal Transportation Acl 
Federal Transportation Act 
Federal Transportation Act 
Federal Transportation Act 

U.S. Department of Justice 
Public safety partnership and communily policing (Cops) 

U.S. Federal Emergency Managcmcnt 1\ gency 
Passed-through Emergency Managcment tate and Local Assistance 

Federal 1552 (Tormenta Jcannc) 
Total Federal Assistance 

See notes to the schedule of expend1turcs of federal awards. 

--l8-

10.769 

20.500 
20.500 
20.500 
20.500 
20.500 

16.710 

83.544 

Grantors Number Expenditures 

UDAG 556, 165 

PR-90-Xl41 2,152 
PR-90Xl51 86,371 
PR-90Xl76 9 
PR-90Xl85 12,519 
PR-90X l97 827 

101 ,878 

157,430 

7,184 
$ l2,573,322 

Ju:m \ . Feliciano Chameco"' Certitied Public Accountant 



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
NOTES TO SCHEDULE OF FEDERAL FINANCIAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

l. GENERAL 

The accompanying chcdule of Federal Financia! Awards presl.!nts thc expenditures of ali 
Federal financial awards programs of the Municipality of Vega Baja, Puerto Rico. The 
Municipality of Vega Baja rcporting entity is dcfincd in Note 1-A to the basic l.inancial 
statements. Federal financia! m,vards received directly frorn Federal agencies as wcll as 
Federal financia! awards passcd through othcr govcmment agencies are included in the 
schedule. 

(2) MAJOR FEDERAL A WARD 

The Community Development Block grants, Housing Assistance Payments Programs, 
Hcalth and Human Serviccs Programs and Child and Adult Care Food Program represents 
the rnajor federal financia! awards of thc Municipality. Major federal awards rcprescnt 
94% of total expenditures. 

(3) FEDERAL CFDA NUMBER 

The CFDA nurnbers included in this schedule were determined based on the program 
name review of grant contract information and thc officc of managemcnt and budget 
catalog of Federal Dornestic Assistance. 

( 4) RELATIONSHIP TO BA IC FINANCIAL 

Federal financiaJ assistance expenditures are reported in the Municipality of Vega Baja, 
Puerto Rico combined tatement of Revcnucs, Expenditurcs and Change in Fund 
Balances ali Govemmental and Types as follov.;: 

Description 
1 HUD Head Start 
1 Programs Programs 

Other funds Total 

Federal Prograrns 1 

! Expenditures 1 $4,645,244 $6,637,466 $ l.290,612 $1" ~T..,,,, _,) .>,->--
1 

Municipal Funds - -
63,359 63,359 

Total Expenditures $4,645.2..+..+ i S6,637.466 $1,353,971 $12,636,681 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

SECTION 1 - SUMMARY OF AUDITOR'S RESUL TS 
Part 1 - Financia) Statements 

l. Type of auditor's report issued 

2. [nternal control ovcr t:inancial reporting: 

* Material weakness(es) identified? 
* Reportable condition(s) identificd 

that are not considered to be 
Material wcakncsscs? 

3. Noncompliancc material to financia! 
statements noted? 

4. 
Part 11 - Federal Awards 

1. Interna! control over major programs: 

* ~[aterial weakness( es) identified? 
* Rcportabk condition(s) identificd 

that are not considered to be 
Material weaknesses? 

2. Type of aud1tor's report issucd on 
compliance for major programs was 
unqualificd. 

3. Any audit findings disclosed that are required 
to be rcported in accordance with , ection S t O 
(a) ofCircular A-133? 

Identification of majar programs: 

CFDA Numbcr (s) 

93.600 
14.218 
14.871 
14.856 
14.248 
10.558 
93.994 
93.044 

Dollar threshold used to distinguish between 
type \ and typc B program::>. 

\uditcc qualified as lov.-risk. au<litee? 
-50-

qualificd 

X Yes No 

X Yes No 

X Yes No 

Yes _K_No 

X Yes __ No 

X Yes No 

Name of Federal Program or Cluster 

Head Start 
Community Devclopment Block Grant 
Section 8 Voucher 
Moderate Rchabilitation 
Section 108 
Child Care Food Program 
Child Care Escuela Maternal 

pecial Prograrn for the Aging 

$300,000 

_x_ Yes o 



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Program: Accounting and Finance Department 
General Fund - Cash Balance 

Year ended June 30, 2006 

Rcf. No. Finding I Noncompliancc 

2006-01 Statemcnt of Condition and Criteria 

Questioned 
Cost 

[t was noted in my test of compliance that the Municipality is not complying -0-
with the criteria established b) the tandards of Financia! Managcmcnt ystcms 
for CFR; and with GASB codifications 1200 and 1300; and with requirements 
stated in OMB Circular A-133. 

Cause 
The Municipality has significant deficiencies in its interna! control structure, 
accounting and financia) management systems, budgetary controls and financia! 
reporting practiccs as relatcd to cash balances for the General Fund. 

Effect 
The lack of interna[ controls does not permit the Municipality: 
a) to present fairly and with full disclosure thc financia! position and rcsults of 

opcrations ofthe general fund in conformity with GAAP, and 
h) to determine compliance with LJ.nancc related legal and contractual provision:::>. 

Auditors Recommendation 
The Municipality should implement an interna! control structure to provide 
reasonable assurance that: 

o Transactions are properly recorded and accounted for to permit the 
preparation of rcliable financia! statements, maintain accountability ovcr 
monies in the General Fund; and demonstrate compliance \vith laws, 
rcgulations, and other compliance requirements. 

o Cash accounts in the General Fund that may include cash exccss and 
shortages are reconciled to books, investigated and resolved in a timely 
manner. 

Municipalitv Response 
We concur with auditor's recommendations. Thc Municipality will evaluate thc 
actual administrative proccdurcs being followed to make the necessary 
improvements in the interna! control procedures to comply with standards of 
financia! managcment systcms. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS ANO QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Department of Housing aod Ur ban Development 
Direct Program: C ommunity Development Block G rant 
CFDA No. l-t 218 
Grant No. Commu nity Development 

Block Grant En titlement Grants CDBG 
Year ended .Junc 30, 2006 

Ref. No. Finding Noncompliance 

2006-02 Statcment of Condition and Criteria 

Questioned 
Cost 

lt was noted in my test of compliance that the Municipality is not complying -0-
with the criteria established by the Standards of Financia! managernent 

ystems, Sub-part C, Section 21 , b., 2-l CFR, Section 570.503 Uniform 
Administrative Requirernents. 

1. Accurate. current and complete disclosure of the financia! results of 
federal!} sponsored projccts of prograrns. 

2. Records that identify adequately the source and application of funds. 
The records shall contain information pertaining to federal awards, 
authorization, obligations, un-obligated balances, assets, outlays, 
income and interest. 

3. Effective controls and accountability for funds, property and other 
assets. 

To cstablish proccdures to comply with Financial and Program Management 
Standards of funds of the CDBG Program. It was noted during rny audit 
that Municipality does not maintain proper accounting records general 
ledger by grant. 

Cause 
Thc Municipality <loes not comply with the Financia! and Prograrn 
Management ystem Standards. The municipality did not maintain General 
Lcdgcr by Fund to properly segregare fund by grant. 

Effect 
The Municipality <lid not maintain adequate procedures for the 
Administration of funds from CDBG Program by grant funds. 

Auditors Rccommendation 
The Municipality must establish adequate procedures in order to control in 
a more effective manner the financia! and Program Management System 
Standards 

Municipalitv Response: 
Wt:. concur \\ilh audit0r's rccommendations. The Municipality will cvaluate 
the actual administrative procedures followed to establish a procedure, to 
comply with propcr financia[ and program managemcnt system standards. 

-52-



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Dcpartmcnt of Housing and Urban Development 
Dircct Program: Community Dcvelopment Block Grant 

CFDA No. l.t.218 
G rant :\fo. Community Devclopmcnt Block Grant 

Entitlcment Grants CDBG 
Year endcd June 30, 2006 

Ref. No. Finding I Noncompliance 

2006-03 Statemcnt or Condition and Criteria 

It was notcd in my test of compliance that the Municipality's 
financia! management system is not complying with the cash 
managcmcnt requirements cstablished by the United Statcs 
Treasury. According to these requirements the Municipality had 
to establish procedures to minimize the time elapsing between the 
transfer of funds from the Office of the Department of Housing 
and Urban Devclopment Public and [ndian Housing and the 
disburscmcnts by the Municipality. [t was noted during my audit 
that Municipality held cash balances over $5,000 for periods 
longer than 1 days 

Cause 
The Municipality did not comply with the Cash Management 
Rcquircmcnts of the Department of Treasury of the Unitcd States. 

Effcct 
The Municipality did not maintain adequate procedures for the 
Administration of cash to determine properly their use needs. 

Auditor's Recommendation 
The Municipality should establish adequate procedures in order to 
control in a more effective manner the need and use of the federal 
funds. 

Municipalitv Response: 
We concur with auditor's recommendations. The Municipality 
evaluates the actual administrative procedures followed to 
establish a procedure to minimize the time between the funds 
rccci'vcd and thc disburscments. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Departmcnt of Housing and Urban Development 
Public and lndian Housing 

CFDA No. l -t871 
Grant No. Section 8 Voucber 
Y car ended .Junc 30, 2006 

Ref. No. Finding ! Noncompliance 

2006-04 Statemcnt of Condition and Criteria 

lt was notcd in my test of compliance that the Municipality's 
financial management system is not complying with the cash 
managcment rcquirements established by the United States 
Treasury. r\ccording co these requirements the Municipality had 
to establish procedures to minimize the time elapsing between the 
transfcr of funds from the Officc of the Department of Ilousing 
and Urban Dcvclopment Public and Cndian Housing and thc 
disburscmcnts by the Municipality. It was noted during my audit 
that Municipality held cash balances over $5,000 for periods 
longer than 3 days. 

Cause 
The Mw1icipality did not comply with the Cash Management 
Rcquircmcnts of the Department ofTreasury ofthe United Statcs. 

Effect 
The Municipality <lid not maintain adcquate procedures for the 
Administration of cash to determine propcrly their use needs. 

Auditor" s Recommendation 
The Municipality should establish adequate procedures in order to 
control in a more effective manner thc need and use of the federal 
funds. 

Municipality Response: 
We concur with auditor's recommendations. The Municipality 
cvaluatcs thc actual administrative procedures fo llowcd to 
establish a procedure to minimize the time between the funds 
receivc<l and the disbursements. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Dcpartment of Housing and Urban Oevelopment 
Public and [odian Housing 

CFDA No. l.t.856 
Grant No. ection 8 Moderate Rehabilitation 
Year ended .June 30, 2006 

Ref. No. Finding ' Noncompliance 

2006-05 Statement of Condition and Criteria 

It was notcd in my test of compliance that the Municipality's 
financia! management system is not complying with the cash 
management requirements established by the United States 
Treasur) .. \ccording to these requirements the Municipality had 
to establish procedures to minirnize the time elapsing betwecn the 
transfer of funds from the Office of the Department of Housing 
and Urban Development Public and Indian Housing and the 
disbursemcnls by the Municipality. It was noted during my audit 
that Municipality held cash balances over $5,000 for pcriods 
longer than 3 days. 

Cause 
The Municipality did not comply with the Cash Management 
Requirements of the Department ofTreasury ofthe United States. 

Effect 
Thc Municipality did not maintain adcquate procedures for the 
Administration of cash to determine properly their use needs. 

Auditor's Recommendation 
The Municipalilj should establish adequate procedures in order to 
control in a more effcctive manner the need and use of the federal 
funds. 

Municipalitv Response: 
We concur with auditor's rccommcndations. Thc Municipality 
evaluates thc actual administrative procedW"es followcd to 
establish a proccdure to minimizc the time between the funds 
recei\ ed and the disbursements. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS ANO QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Department of Housing and Urban Development 
CFDA No. l~.248 
Grant No. ectioo 108 Loan Guarantee 
Y car cnded Junc 30, 2006 

Rcf. No. Finding l t oncompliance 

2006-06 tatcment of Condition and Criteria 

It was notcd in my test of compliance that the Municipality's 
financia! management system is not complying with the cash 
management rcquirements established by the United States 
Treasury. According to these requiremcnts the Municipality had 
to cstablish proccdures lo minimize the time elapsing between the 
transfcr of funds from the Office of the Department of Housing 
and Urban Devclopment Public and lndian Housing and the 
disbursements by the Municipality. It was noted during my audit 
that Municipality held cash balances ovcr $5,000 for periods 
longcr than 3 days. 

Cause 
The Municipality did not comply with the Cash Management 
Requirements of thc Department of Trcasury of the United States. 

Effect 
The Municipality did not maintain adequate procedures for thc 
Administration of cash to determine properly their use needs. 

Auditor's Recommendation 
The Municipality should establish adequate procedures in order to 
control in a more effective manner the nccd and use of the federal 
funds. 

Municipalitv Response: 
We concur wilh auditor's recommendations. The Municipality 
cvaluates the actual administrativc procedures followed to 
establish a procedure to minirnize the time between the funds 
received and thc disbursemcnts. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Department of Health Human Services 
Administnltion for C hildrcn and Families 

CFDA No. 93.600 
Grant No. Head Start Program 
Year ended June 30, 2006 

Ref. No. Finding \loncompliance 

2006-07 Statement of Condition and Criteria 

It was noted in my test of compliance that the Municipality's 
financia! managerncnt system is not complying with the cash 
management requirements established by the United Statcs 
Treasury .. \ccording to these requircments the Municipality had 
to establish procedures to minimize thc time elapsing between the 
transfcr of funds frorn the Office of the Department of Health and 
Human crviccs and the disburscments by the Municipality. It 
was notcd during my audit that Municipality held cash balances 
ovcr $5,000 for periods longcr than 3 days. 

Cause 
The Munic1pality did not cornply with the Cash Management 
Requircmcnts of the Department ofTreasury ofthe United Statcs. 

Effcct 
The Municipality did not rnaintain adequate procedurcs for the 
Administration of cash to determine properly their use nccds. 

Auditor's Rccommendation 
The \rlunicipality should establish adequate procedures in order to 
control in a more effective manner thc need and use of the federal 
funds. 

Municipalitv Response: 
We concur with auditor's recommendations. The Municipality 
evaluatcs thc actual administrative procedurcs followcd to 
establish a procedure to minimize the time between the funds 
rcci:!Í'vcd and lhc dtsbursemcnls. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Department of Health Human Services 
CFDA No. 93.99-' 
Grant No. Child Care Escuela Maternal 
Year ended June 30, 2006 

Ref. No. Finding I oncompliance 

2006-08 Statcment o f Condition and Criteria 

It was noted in my test of compliance that the Municipality's 
financia! management system is not complying with the cash 
management requirements established by the United States 
Treasury. According to these requirements the Municipality had 
to establish procedures to minimize the time elapsing between the 
transfer of funds from the Office of the Department of Health and 
Human Services and the disbursements by the Municipality. lt 
was noted during my audit that Municipality held cash balances 
over $5,000 for periods longer than 3 days. 

Cause 
The Municipality did not comply with the Cash Management 
Requirements of the Department ofTreasury ofthe United States. 

Effect 
The Municipality did not maintain adequate procedures for the 
Administration of cash to determine properly their use needs. 

Auditor's Recommendation 
The Municipality should establish adequate procedures in order to 
control in a more effective manner the need and use of the federal 
funds. 

Municipality Response: 
We concur with auditor's recommendations. The Municipality 
evaluates the actual administrative procedures followed to 
establish a proccdure to minimize the time between the funds 
received and the disbursernents. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Dcpartment of Health and Human Services 
CFDA No. 93.994 
Grant No. Child Care Escuela Maternal 
Year ended June 30, 2006 

Ref. No. Finding '\!oncompliance 

2006-9 Statemcnt of Condition and Criteria 

Questioncd 
Cost 

It was notcd in my test of compliancc that thc Municipality is not complying -0-
with the critcria established by the Standards of Financia! management 
Systems, ub-pan C, Section 237.50, 45, CFR, Uniform Administrative 
Requirements. 

l. Accurate. current and complete disclosure of the financia! results of 
fcdcrall~ sponsored projects of programs. 

2. Records that identify adequately the source and application of funds. 
Thc rccords shall contain information pertaining to federal awards, 
authorization, obligations, un-obligated balances, assets, outlays, 
incomc and interest. 

3. Effective controls and accountability for funds, property and other 
assets. 

To establishcd procedures to comply w1th Financia! and Program 
Management tandards of funds of the Child Care Program. It was noted 
during m: audit that Municipality does not maintain proper accounting 
records general ledger by grant. 

Cause 
Thc Municipality does not comply with the Financial and Program 
Managemcnt System Standards. The municipality does not maintained 
General Ledger by Fund to properly segregate fund by grant. 

Effect 
The Municipality <loes not maintain and adequate procedures for the 
Administration of funds from Child Care Prograrn by grant funds. 

Auditors Rccommcndation 
The Municipality must establish adequate procedures in order to control in 
a more cffective manncr the financia! and Program Managcment System 
Standards 

Municipalit\ Response: 
\Ve concu1 \\Íth auditor's rccommendations. The Municipality will evaluate the 
actual administrative procedures followed to establish a procedure, to comply 
with propcr linancial and program managcment system standards. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Oepartment of Housing and Urban Oevelopment 
Public and lndian Housing 

CFOA No. U.231 
Grant No. Emergeocy Shelter Grant 
Year ended J une 30, 2006 

Ref. No. Finding Noncompliance 

2006-1 O Statement of Condition and Criteria 

1t was noted in my test of compliance that the Municipality's 
financial management systern is not complying with the cash 
management requirements establishcd by the United States 
Treasury. According to these requirernents the Municipality had 
to cstablish procedures to minimize the time elapsing between the 
lransfcr of funds from the Office of the Dcpartment of Housing 
and Urban Developrnent Public and Indian Housing and the 
disburscmcnts by the Municipality. It was noted during my audit 
that MunicipaJity held cash balances over $5,000 for periods 
longer than 3 days. 

Cause 
The Municipality did not comply with thc Cash Management 
Requiremcnts of the Department ofTreasury of the United States. 

Effect 
The MunicipaJity did not maintain adequatc procedures for the 
Administration of cash to determine propcrly their use needs. 

Auditor's Rt:commendation 
The Municipality should establish adcquatc procedures in order to 
control in a more effective manner the need and use of the federal 
funds. 

Municipalitv Response: 
We concur \\Íth auditor's recomrnendations. The Municipality 
evaluares the actual administrative procedures followed to 
cstablish a procedure to minimize the time between the funds 
received and che disbursements. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Department of Health and Human Services 
Administration on Aging 

CFDA No. 93.0-U 
Gran t No. Spccial Program for the Aging 
Year ende<l June 30, 2006 

Ref. o. Finding '\Joncompliance 

2006-11 Statement of Condition and Criteria 

[t was noted in my test of compliance that the Municipality's 
financia! management system is not complying with the cash 
management requirements established by the United Statcs 
freasury .. \ccording to these requirements the Municipality had 
to establish proccdures to minimizc the time clapsing bctwcen thc 
transfer of runds from the Office of the Department of Health and 
Human ervices and the disbursements by the Municipality. It 
was noted <luring my audit that Municipality held cash balances 
over $5,000 for periods longer than 3 days. 

Cause 
The Municipality did not comply with the Cash Management 
Rcquiremcnts of the Departmcnt ofTreasury ofthe United States. 

Effect 
The Mumcipality did not maintain adequate procedures for the 
Administrtuion of cash to determine properly thcir use needs. 

Auditor's Rt!commendation 
The :Vfunicipaliry should establish adequate procedures in arder to 
control in a more effective manner the need and use of the federal 
funds. 

Municipalitv Response: 
We concur \\-Íth auditor's recommendations. The Municipality 
cvaluates thc actual administrative procedures followed to 
establish a procedure to minimize the time between the funds 
received and the disbursemcnts. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED J UNE 30, 2006 

Department of Health and Human Services 
Administration on Aging 

CFDA No. 93.0..J4 
Grant No. Special Program for the Aging 
Year cnded June 30, 2006 

Ref. No. Finding / Noncompliance 

2006-12 Statement of Condition and Criteria 

Questioned 
Cost 

It was noted in my test of compliance that the Municipality is not complying -0-
with the criteria established by the Standards of Financia! management 
Systems, ub-part C, Section 237.50, 45, CFR, Uniform Administrative 
Req uirements. 

1. Accurate, current and complete disclosure of the financial results of 
federally sponsored projects of programs. 

2. Records that idcntify adequately the source and application of :funds. 
The rccords shall contain information pertaining to federal awards, 
authorization, obligations, un-obligated balances, assets, outlays, 
incornc and interest. 

3. Effective controls and accountability for funds, property and other 
assets. 

To established procedures to comply with Financia! and Program 
Management tandards of funds of the Special Program for the Aging. [t 
was noted during my audit that Municipality does not maintain proper 
accounting records general ledger by grant. 

Cause 
The Municipality does not comply with the Financia! and Program 
Management System Standards. The municipality does not maintained 
General Ledger by Fund to properly segregate fund by grant. 

Effect 
The Municipality does not maintain and adequate procedures far the 
Administration of funds from Special Program for the Aging by grant 
funds. 

Auditors Recommendation 
The Municipality must establish adequate procedures in order to control in 
a more effective manner the financia! and Program Management System 
Standards 

Municipalitv Response: 
We concur with auditor's recommendations. The Municipality will evaluatc the 
actual administrative procedures followed to establish a procedure, to comply 
with proper financia! and program management system standards. 
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MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

U.S. Ocpartment of Justicc 
CFOA No. 16.710 
Grant No. Office Community Orientcd 

Policing Servicc T roops to Cops 
Y car ended Junc 30, 2006 

Ref. No. Finding / \f oncompliance 

2006-13 Statement of Condition and Criteria 

It was noted in my test of compliance that the Municipality's 
financia! managernent system is not complying with the cash 
managcment rcquiremcnts established by the United States 
Treasury. :\ccording to these requircments the Municipality had 
to establish procedures to minimize thc time elapsing between thc 
transfcr of funds from the Office of the Oepartment of Justice and 
the disbursemcnts by the Municipality. It was noted during my 
audit that Municipality held cash balances over $5,000 for periods 
longer than 3 days. 

Cause 
The Municipality did not comply with the Cash Managernent 
Requircments of the Dcpartment ofTreasury of the Unitcd States. 

Effect 
The Municipality did not maintain adequate procedures for the 
Administralion of cash to determine properly their use needs. 

Auditor" s Recommendation 
The Municipality should establish adequate procedures in order to 
control in a more cffectivc manner the need and use of the federal 
funds. 

Municipality Response: 
We concur with auditor's recommendations. The Municipality 
evaluatcs the actual administrative procedures followed to 
establish a procedure to minimize the time between the funds 
received and the disbursements. 

-63-



MUNICIPALITY OF VEGA BAJA, PUERTO RICO 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

Department of Justicc 
CFDA No. 16.710 
Grant No. Office Community Oriented 

Policing Scrvicc Troops to Cops 
Year ended June 30, 2006 

Ref. No. Finding I ~oncompliance 

2006-14 Statement of Condition and Criteria 

Questioned 
Cost 

It was noted in my test of compliance that the Municipality is not complying -0-
with the criteria established by the Standards of Financia! management 
Systems, Sub-part C, Section 66.20, 28, CFR, Uniform Administrative 
Req uirements. 

l. Accurate, current and complete disclosure of the financia! results of 
federally sponsored projects of programs. 

2. Records that identify adequately the source and application of funds. 
Thc rccords shall contain information pertaining to federal awards, 
authorization, obligations, un-obligated balances, assets, outlays, 
incomc and intercst. 

3. Effective controls and accountability for funds, property and other 
asscts. 

To established procedures to comply with Financia! and Program 
Management Standards of funds of the Cops Program. It was noted during 
my audit that Municipality does not maintain prnper accounting records 
general ledger by grant. 

Cause 
The Municipality does not comply with the Financia! and Prograrn 
Management System Standards. The municipality does not maintained 
General Lcdger by Fund to properly segregate fund by grant. 

Effect 
The Municipality docs not maintain and adequate procedures for the 
Administration of funds from Cops Program by grant funds. 

Auditors Recommendation 
The Municipality must establish adequate procedures in order to control in 
a more effective manner the financia! and Program Management System 
Standards 

Municipalitv Response: 
We concur with auditor's recommendations. The Municipality 
will evaluare thc actual administrative procedurcs followed to 
establish a procedure, to cornply with proper financia! and 
program management system standards. 
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MUNICIPALITY OF VEGA BAJA 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2006 

2005 Finding '.'ío. 1: U . . Dl!partment of Hcalth and Human Serviccs 
Direct Program of Administration Department of Families 
CFD \ \lo. 93-600 
Grant - \lo. 02-CH-0483 
Year endcd June 30, 2005 
Finding was corrccted. 

2005 - Finding. 'o 2: C .. Department of Housing and Urban Development 
Direct Program Community Development Block Grant 
CFDA No. 14-218 
Grant No. CDBG 
Year ended June 30, 2005 
Finding was corrccted. 

2005 - Finding No. 3. : U .. Department of Housing and Urban Development 
Dircct Program: Community Dcvelopment Block Grant 
CFDA o. t..i.218 
Y car cnded June 30, 2005 
Finding rcportcd again. 
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\.tUUdU Ut:I MeldO Mt::HJO 

Aladino Andújar 

Director 

<Estaáo Li6re }lsociaáo áe Puerto <Rjco 
906ierno :M.unicipa{ áe Vega <Baja 

©epartamento áe rfinanzas 

CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Finding /Corrective Action 
2006-01 Planned/Person Responsible: 

Statement of Condition: 
The General Fund-Cash Balance apply Standards of Financia! 
Management Systems. 

Corrective Action Planned: 
The Finance Director established adequate procedures to 
control to permit the preparation of reliable financia! 
statements, reconciled to books, investigated and resolved in a 
timely manner, cash accounts reconciliation's. 

Person Responsible: 
Mr. Aladino Andújar, Finance Director 

Ref. No. Finding /Corrective Action 
2006-02 Planned/Person Responsible: 

Statement of Condition: 
The CDBG, Program Management System Standards. 

Corrective Action Planned: 
The CDBG Program Administrator established adequate 
procedures to control and use in an effective manner, federal 
funds. 

Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 

<PO <130.X 4555 r()ega <Baja, <P<l(00694 •Tef. 855-2500 CE;(J;. 2300 ·Fa.x:.858-19./5 
www.vegaóaja.gov.pr 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Findirnz Corrective c\ction 
2006-03 Planncd1 Person Rcsponsible: 

Statement of Condition: 
The CDBG Program. cash balance over $5,000 for periods 
end longer than 3 days. 

Correctivc "'"\ction Planned: 
The CDBG Program Administration will evaluate and 
implemem 
adequate proccdures to control and use in a effective manner 
federal funds. 'tandards for financia! management system. 

Person Rcsgonsible: 
A ladino ~\ ndújar, Finance Director 

Ref. No. Finding Correcti,·e Action 
2006-04 Planncd1 Pcrson Responsible: 

Statement of Condition: 
The Section 8 Youcher Program. cash balance over $5,000 
for pcriod...; cnd longer than 3 days 

Corrective •\clion Planned: 
The Section 8 Voucher Program Administration will evaluate 
and impkmcnt adequate procedures to control and use in a 
effective manner federal funds. Standards for financia! 
managemcnt ~ystem. 

Person Responsible: 
Aladino •\ndújur, Finance Director 
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Anticipated 
Completion Date 

On or bcfore 
end of2006-07 

fiscal year 

Anticipated 
Completion Date 

On or bcforc 
end of 2006-07 

fiscal year 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Finding /Correctivc Action 
2006-05 Planned/Person Responsible: 

Statement of Condition: 
fhe Scction 8 Modcrate Rehabilitation Prograrn, cash balance 
over $5,000 for periods end longer than 3 days 

Correctivc . \ction Planned: 
fhe ection 8 Voucher Modcratc Rehabilitation 
Administration will evaluate and implement adequate 
procedures to control and use in a effective manner federal 
funds. '>t;indards for financia! managemcnt system. 

Person R~sponsible: 
Aladino Andújar, Finance Director 

Ref. No. Finding /Corrective Action 
2006-06 Plann~d1 Person Rcsponsible: 

StatcmcnL of Condition: 
The Section l 08 Program, cash baJance 
over $5,000 for pcriods end longer than 3 days. 

Corrective Action Planned: 
The Scction 108 Program Administration will evaluate and 
implcmcm adequate procedures to control and use in a 
effectivc manner federal funds. Standards for financia! 
management system. 

Person Responsible: 
Aladino \ndújar. Finance Director 
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Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of2006-07 

fiscal year 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continuc) 

Rcf. No. Finding Corrective Action 
2006-07 Planncd Person Responsiblc: 

Statemcnt of Condition: 
The Head ' tart Program. cash balance over $5,000 for 
pcriods end longer than 3 days. 

Correcfri.c \ction Planned: 
The Head tart Program Administration will evaluate and 
implement adequate proccdurcs to control and use in a 
effecti ve manncr federal funds. Standards for financia! 
managemcnt system. 

Person Responsible: 
Aladino \ndújar. Finance Director 

Rcf. No. Finding Corrective Action 
2006-08 Planned Pcrson Responsiblc: 

Statement of Condition: 
The Child Care Escuela Maternal Prograrn, cash balance 
over $5,000 for pcriods cnd longer than 3 days. 

Correcti\c \ction Planned: 
The Municipalities Adrninistration will evaluate and 
implemcnt adequate procedures to control and use in a 
effective manner federal funds. Standards for financial 
management system. 

Person Rc::>ponsible: 
Aladino \ndújar. Finance Director 
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Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal ycar 

Anticipated 
Complction Date 

On or bcforc 
end of 2006-07 

fiscal year 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Finding /Corrective Action 
2006-9 Planncd/Person Responsible: 

Statement of Condition: 
The Child Care Escuela Maternal Program, Management 
System tandards. 

Corrective Action Planned: 
The Municipalities Administration will established adequate 
and 
correct the finding before the audit report was issued. 

Person Rcsponsible: 
Aladino Andújar, Finance Director 

Ref. No. Finding /Corrective Action 
2006-1 O Planned/Person Responsible: 

Statement of Condit.ñon: 
The ESG Program. cash balance over $5,000 
for periods cnd longer than 3 days. 

Corrective Action Planned: 

The ESG Administration will evaluate and implement 
adequatc procedures to control and use in a effective manner 
federal funds. Standards for financia! management system. 

Person Responsible: 
Aladino Andújar , Finance Director 
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Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Finding Correccive ,\ction 
2006-11 Planned1 Pcrson Responsible: 

Statement of Condition: 
The Special Prograrn for the Aging, cash balance over 
$5,000 for periods end longer than 3 days. 

Corrective Action Planned: 
Thc Municipalities A<lministration will evaJuate and 
implement adequate procedures to control and use in a 
cffcctive rnanner federal funds. Standards for financia! 
managemcnt systcm. 

Pcrson R\?sQonsiblc: 
Aladino Andújar, Financc Director 

Ref. No. Finding Corrective Action 
2006-12 Planned/Pcrson Responsible: 

Statcment or Condition: 
The Special Program for thc Aging Management System 
Standard::;. 

Correcti' e \.ction Planne<l: 
Thc Municipalitics Administration will established adequate 
and 
correct thc finding bcforc thc audit report was issucd. 

Person Res12onsible: 
Aladino :-\ndújar, Finance Director 
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Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 



CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2006 

(continue) 

Ref. No. Finding /Corree ti ve Action 
2006-13 Plannc<l/Pcrson Responsible: 

Statcrncnt of Condition: 
The Cops Program, cash balance over $5,000 for 
pcriods cnd longer than 3 days. 

Correcti \e .-\ction Planned: 
The \.funicipalities Adrninistration will evaluate and 
implernent adequate procedures to control and use in a 
cffcctivc manner federal funds. Standards for financial 
rnanagernent S) stem. 

Person Responsible: 
Aladino .\ndújar, Finance Director 

Rcf. No. Finding 'Corrective Action 
2006- l 4 Planned/Person Responsibte: 

Statemcnt of Condition: 
[he Cops Program Management Systcrn Standards. 

Correctivc Action Planned: 
The Municipalities Administration will established adequate 
and correct the finding befare the audit report was issued. 

Person Responsible: 
Aladino \ndújar. Finance Director 
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Anticipated 
Completion Date 

On or before 
end of2006-07 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of 2006-07 

fiscal year 
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