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frp MENoozecRAMos
Contadores Pfblicos Autorizados, C.S P.

P.o. Bo:35 . Guayda, Puerto Ri@ ry745

To the Honorable Mayor and
the N4unicipal Legislature
Municipality of Villalba
Villalba. Puerto Rico

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, each maior

fund, and the aggregate remaining fund information of the Municipality of Villalba, Puerto Rico, as of

ano for tne yeai ended .June 30,2010, which collectively comprise the N4unacipality's basic financial

statements as listed in the table of contents. These financial statements are the responsibility of the

Municipality's management. Our responsibility is to express an opinion on these basic financial

statements Dased on our audit.

Except as discussed in the following paragraphs, we conducted our audit in accordance with auditing

standa.ds generally accepted in the united States of America and the standards applicable to

financial audit contained in Government Auditing Standards, issued by the Comptroller General of

the United States. Those standards require that we plan and perform the audit to obtain reasonable

assrJrance about whether the financial statements are free of material misstatement An audit
includes examining on a test basis, evidence supporting the amounts and disclosures in the

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

significant estimates made by management, as well as evatuating the overall financial statements
presentation. We believe that our audit provides a reasonable basis for our opinions.

The N4unicipality does not maintain adequate records for capital assets, accumulated depreciation

and the related depreciation expense and we were unable to satisfy ourselves about such balances

through alternate procedu.es. Therefore, we were not able to obtain sufficient evidence to satisfy

ourselves on the amounts reported as capital assets and accumulated depreciation stated at

$32,134,563 and $8,965,202, respectively as of June 30, 2010, and the amount of depreciation

expense stated at $1,319,166 for the yea r then ended.

The lr4unicipality does not maintain complete and accurate records of all interfund transactions in

the due from and due to accounts balance for the fiscal yeat 2OO9'2O!O. Therefore, we do not

express an opinion on such amount presented on the financial statements.

ln our opinlon, except for the effects of such adjustments, if any, as might have been determined to

be necessary had we been able to obtain sufficient evidence to satis{y ourselves on the amounts
reported as capital assets and related accumulated depreciation, the financaal statements referred

to above present fairly, in all material respects, the respective financial position of the governmental

activities of the N'tunicipality of Villalba as of June 30, 2O1O and the respective changes in financial
position, thereof for the year then ended in conformity with accounting principles generally accepted

in the United States of America.
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INDEPENDENT AUDITORS REPORT

Municapalrty of Villalba

tnaddition'inouropinion,exceptfortheeffectsofsuchadjustmenG'ilany'asmighthavebeen
u"i"rrin"i to u" n"*ssary had we been able to obtain sufficient evidence to satisfy ourselves on

tf," 
"rnount"."pott"a "" 

th; intertund transactions in the duefrom and due to accgunts balance the

financlal statements refered to in the lirst paragaph present fairly' in all mate'ial respects' the

,""p.air" finunci"f position of each maior.fund ; the Municipality of vilhlba as of lune 30 2010

unJ inu l.""puaru" irtrnges in financial position, thereo' for the year then ended in conformity with

accounting principles generally accepted in the United States of America'

ln accoldance with Governnent Auditine standads, we have also issued a report dated April 13,

ibii, on oui 
"on"io"ttion 

of the Municipality's intemal control structure over financial repofting

"nJ 
our t""t" of its compliance with certain provisions of laws, regulations' contracts' and grants

;greements and oths maite6. The purpose of that repon is to describe the scope of our testing 0f

i;ernat control over financial reporting and compliance and the results of that tesling and not to

piorio. 
"n 

opinion on the internil contiol over financial re@rting or on compliance- That repon is an

iniegot pu,t ot un arait performed in accordance with Govemment Audfthg staodards and should

be r&d in conjunction with this repon in consideringthe results of our audit

The managemenl's discussion and analysis and budgetary c$mparison schedule presented on pages

a ir,.rgifl are noi a ,equired parl of the basic linancial statemenG, but are supplementary

inforriiion r.qrir"o uv the a;counting principles generally accepted in the United states of America'

We trave apptieO cenain limited ptocedures, which consisted ptincipally of inquiries of management

relardingthe methods of measurcment and presentation of the required supptementary information'

However, we did notaudlt the information and express no opinion on iL

The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of

"Iai 
i""i"'""Gii"" ."quired bv U.s. Otfice of Management and Budget circular A-133' Audits of

ili*-, [o""r eirr"-rnunts, and Non'Profit organizations' and is also not a required pan of the basic

tinanciat statements of the Municipality. S;ch information has been subjected to the auditing

pr"""J""" 
"ppli* 

in the audit of the fi;ancial statements and, in our opinion' is fairly stated' in all

material respects, in relation to the financia I statements taken as a whole'

cpI
CERnffo R.atr A@0r.TAr.rs' C.S.P.

Guarama, Pueno Rho
Ap.il 13,2011

St mp mb€t2573134 $6
a{trpd !o $o o,ititlal o{ tlls
re9on



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

IVIANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDEDIUNE 30,2O1O

The management of
requirements of the

the Autonomous N4unicipality of Villalba

Governmental Accounting Standards Board
in oder to comply with the
Statement Number 34, 'Blsjg

present an
year ended

This Management's Discussion and Analysis (l\4D&A) is focused on the current year activities'

i".rftinj 
"n-ing"" 

and currently known facts; therefore it should be read in conjunction with the

N4unicipitity's Easic Financial Statemenls. This ([4D&A) will provide comparable information to the

readers wiih prior yeais financial statements. Also, it can assists readers to get a more specific

,rnderstanding of the financial activities that have taken place during the fiscal year ended on June

30.2010.

FINANCIAL HIGHLIGHTS

. The Nrunicipality's Net Assets for the fiscal year ended on June 30, 2-0-i"-0l/ere $9'419'703 in

comparison with fiscalyear 2OO9 which were $ 12,753'613 a $3,333,910 decrease'

. The Municipality's Financial Statements show that the Governmental Activities - General

Revenues were i11,409,769 for the fiscal year ended on 'lune 30' 2009 |n comparison with

current fiscat year which was $11'126,637 a $283,732 Governmental Activities Revenues

decreased.

. The General Fund showed a deficiency of revenues over expenditures of $738'409 during the

course of 2OOg fiscal year. ln comparison with fiscai year 2O1O' that showed an excess of

revenue over expenditures of $727,660.

. The Total Governmental Activities Expenditures for the fiscal year 2009 were $25'068'250 in

"orp"ri*n 
*itt this fiscal year ended on June 30, 2010, which balance was $19 565'728 a

$5,502,522 deqease over last fiscal year'

. The General Fund total expenditures for the current fiscal year showed a decrease of

Si,gZ6os *itl, l".tv"ar's General Fund total expenditures balance' which was $11 717'758'

. ln the current fiscal year the Administration finished the construction and opened a very

important project that will help boost an impact over the economy of the city as well as to

improve the intern tourism. Such project is:

o Hector "Papo" Diaz Recteative Spon Complex' a sport complex that includes a basketball
-court,votteyuatlconcreteandsandcours,twopublicpoolswithasplashpadforkids,an

u*tr"a" 
"port" 

skating park, a jogging track' a Gotcha park' two tennis courts and many

other inte resting th ings.

overview and analysis of the financial activities sustained

on June 30, 2010.
by the municiPality for the fiscal



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEMENIS DISCUS.SIOi'I AND ANALYSIS

YEAR ENDEO JUNE 30, 2O1O

Also, the Administration has other important projects in the final stages of completion that will

also impact positively the city economy, such projects are:

o Municipal Bowting Alley, a ten lane bowling alley with conference and activities rooms' sport
- ;;; 

";; 
a game;oom, among other things that will create a familv enjoyable atmosphere'

This project will be open by summer 2011'

o Municipal Bakery, a fully equipped bakery and wine bar owned by. the Municipal- 
Admin;tration which is located in caonillas ward and wilt provide the usual se.vices that a

|."guii, fuk"ry provides and also, it witl be the central production facility for typical Villalba

no-memaOe pioOuct's that will be distributed amongthe local supermarkets in the first phase

pending the acceptance and support of the local commerce This project will also be

inaugurated by summer 2011.

(tThrceLakePlaza,itwillconsistofatwostorybuildingwithfourcommercialspacesthatwill
be rented to locai commercial food establishments that wi impact the downtown of the city

Oio"tfy unO one of the spaces will be reserved for establishing a satellite booth of the

Municipal Bakery and Wine Bar. This project wilt be inaugurated by August 2011'

Also, the Administration is in the planning and permit phase for starting the construction of

fii*t" inu""t."nt o,olects that wili make ihe biggest positive impact for the local and reg'onal

economy, such Projects are:

o Dos Lagos Hote/, is actually in the design, planning and permit.process and it will began
- 

"o""trr-"tion 
dur;ng2172 and it will consist of 2OO accommodating rooms plus 200 luxurv

villas with a casino, an equestrian park, a commercial office building among other family

entertaining facilities. The private investment will be around $ 25 000 00o'

o viltatba ShoppingCenter, itwill be located in the main road of Villalba' which is the PR # 149
" 

tv'in" ligii;y"i 
"ector 

and it is in the final stage of the permit evaluation process This

pioi"lt *iii o6gin tn" 
"onstruction 

by the last quaner of 2011 and its private investment will

be around $ 6.000,000.

o villatba Movie Theaters, this is another important project which is in the- design and planning
- pi"""* 

""J 
it ,irf consists of three movie rooms and one game room for the entertainment

ii t" f,(iO". fni" p.i""t will be located in Downtown villatba in order to impalt positively the

"i";iii}, 
ii in" #i.lhe estimated costforthe project will be around $3'000'000'

o Multi space parking rot, this is another project that will have a direct impact to the economy'

because it will make more accessibie the seNices provided to the citizens from our

6o*nt*n. fni. proj""t is in the pianning and demolishing stage and will began construction

in tf," rin"f qu"rt"t 6f 2012. The pro.iect will have a private investment around $3'000'000-



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEIVIEN'I'S DISCUSSION AND ANALYSIS

YEAR ENDED IUNE 30,2O1O

This Report will present relevant information capable of being the basis for comparison' between

,oi" inun on" fil"uf Vear. Atso, this MD&A will enhance the Municipality's accountability by providing

lo,t, dor".rn*t - rfuide and Fund - Type oveNiew, ofthe l\4unicipality's Financialstructure'

The Basic Financial Statements of the Municipality consist of Government- wide Financial

Siatu."nt unA Fund- Type Financial Statements, as well as Notes to the Financial Statements The

l\4unicipality's Basic Financial Statements includes two Government- wide Financiai Statements: the

Statement of Net Assets and the Statement of Activities.

This report also contains other supplementary information in addition to the Basic Financial

Statements. The Municipality's Government Wide Financial Statements are composed of only

Governmental Activities, because no Business- Type Activities were made during the Fiscal year

ended on June 30,2010.

A - GOVERNIVIENT WOE FINANCIAL STATEMENTS

The Government-Wide Financial Statements are designed to provide users with an overview of the

Municipality's finances, much like to a private-sector business'

The Statement of Net Assets, one of the two Government Wide Financial Statements reports'

pi"."nt"in" intor."tion of all of the l\4unicipality's assets and liabilitieswith the difference between

[oin, |."port"O as Net Assets. Over time any increase or decrease in th€ amount reported as Net

e"""i. .ry ."r" ". 
un indicator of whether the financial position of the Municipality is improving or

deteriorating

The statement of Activities presents information on how the [4unicipality's Net Assets changed

lrangli1; 
"ort"" 

of the fiscal year. ln this statement, all revenues and expenses are included

i#iir"t" ot *t"n cash was paid or received All changes in Net Assets are reported as the event

wnicn gives rise to the change occurs. This Statement is focused on the gross and net costs of

v; rio us- activities and is intended to summarize and simplify the useis analysis of cost of the

m ultiple governmental services.

The Government- Wide Financial Statements of the lvlunicipality are principally supported by

r"i"rgrli";""t"r Revenues. The Gove.nment- wide Financial statements of the l\4unicipality are

fully presented on Pages 12 to 13.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR EI{DED JIJNE 30.2O1O

B FIND TYPE FINANCIAL STATEI,I ENTS

Afundisagroupingofrelatedaccountsthatisusedtomaintaincontroloverresourcesthathave
been segreglted for specifics activities or objectives. The Municipality uses fund accounting to

ensure and demonstrate compliance with finance-related legal requirements'

The Fund- Type Financial Statements will focus on the Municipality's l\4ajor Funds, which will be

reported se6rately from all of the other funds. The Fund- Type Financial Statements provide

detaited information about the Municipality's most significant funds, not the l\4unicipality as a whole'

unlike The Government' wide Financial Statements, Fund- Type Financial Statements' focus on near

term inflows and outflows of spendable resources, as well as on balances of spendable resources

available at the end of the fiscal year. The Government funds are reported using modified accrual

accounting, which measures cash and all other financial assets that can readily be convened into

cash. Beciuse the focus of Governmental Funds is narrower than that of the Government- wide

Financial Statements, it is recommended to compare the information presented for Governmental

Funds, with comparable information presented for Governmental Activities in the Government_ Wide

FinancialStatements.

The Fund Type Financial Statements are composed of both' the Governmental Fund Balance Sheet

and the co;ernmentat Fund statement of Revenues, Expenditures and changes in Fund Balances.

These statements will provide the user of this information a better comparison between

Governmental Funds and Governmental Activities.

The N4unicipality's Fund- Type Financial Statements are presented on pages 14 to 17'

C - NOTES TO THE FINANCIAL STATEMENTS

The Basic Financial Statements of the Municipality also includes Notes to the Financial Statements'

in"* noi"" ,""o.p"nied the Basic Financial Statements and they'!l help to get a full understanding

of the data provided in the Government'Wide and Fund-Type Financial Statements'

The Notes to the Financial Statements are presented on pages 18 to 39'

D - OTH ER Su PPLEMENTARY INFoBMATIoN

ln addition to the Basic Financial Statements and accompanying Notes' this report also presenG

""rtuin 
i"qriiuo 

"rppfementary 
information containing budget to actual comparisons for the General

and l4ajor funds.

FINANCIAL ANALYSIS OF THE [,4UNICIPALIW AS A WHOLE

The N4unicipality implemented this financial reporting model in the fiscal year-ended on lune 30'

znol ana ior l;st fiscal year it presented the Financlal Statements using this financial model For

inii 
"rirent 

y"a,, new financial information has been accumulated which has caused a change in

llei lssets ttrat must te observed and used, to discuss or compare the changingfinancial position of

the l\4unicipality as a whole.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2O1O

GOVERNiiIENT - WIDE FINANCIAL ANALYSIS

A - GOVERNMENTAL NET ASSETS

The Net Assets are the excess of assets over liabilities. The Net Assets may serve as an indicator of

th; Municipality's financial position. The [4unicipality's Net Assets at end of fiscal year were

$9,419,704. The followingtable provides a summary ofthe [4unicipality's Net Assets:

I\4UNICIPALIry OF VILLALBA

SUMMARY OF NEI ASSEIS

JUNE 30, 2009 and 2010

Assets:

Governmental Activities

2009 20ro

$ 7 ,6t6,7 48 $ 4,926,829
23.330.249 23.169.361

$ 30,946,997 $ 28,096,190

Cu rre nt Assets a n d other Assets

CapitalAssets
TotalAssets

Current liabilities
Non4urrent liabilities

Long- Term liabilities

Total Iiabilities

Net Assets:
lnvested in CapitalAssets, Net of Debt

Restricted

Unrestricted

Iotal of Net Assets

$ t3,647,542 $ 16,a35,374
7,7!6,129 3,2a2,944

{8.610.058) {10.698.6631

$ 1,2J53-673 $- EJO3

$ 4,266,084
L,223,856

72.'103.444

$ 18,193,384

Liabilities:

$ 3,634,104
t,789,770

t3.253.2t3
$ 18,676,487

Our anallsis on the SuM[,laRY oF NE-I AssEts reflects that the largest portion of the Municipality's Net

e"a"t irizorO 
"on"isted 

of capitalAssets,82 5% ofthe GovernmentalActivities'total assets' and

for 2OO9 it was aPproximately, 76%.

These capital assets are used to provide services to citizens consequently these asseG are not

""",r"ui" 
i"i frtrr" spending. Also, it should be noted that the resources required to repay the

i"rui"o o"ot ,r"t t" provided from other sources, since, the capital Assets themselves cannot be

used to liquidate these liabilities.

CURRENT RATIO

. CurrentAssets/ Current Liabilities: $ 4,926,829 / $ 3'634'104

The current ratio for the Municipality is 1,36 percent for the fiscal year 2010, 43 percent more than

fiscalyear 2009's, 1.79 Percent.

ThisratioindicatestheabilityoftheN4unicipalitytopaycurrentfiscalyearobligations.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30,2O1O

B - CHANGES IN NET ASSEIS

This Municipality is strongly supported by the lntergovernmental Revenues for its operations lnthe

other hand, the l\4unicipility's Expenses covered a range of activities from which you can see that

ir," l"rj""i expensed acti;ity is General Administrati;n, followed by Public Works' l,,tavor and

[4unicip;l Legi;lature, Urban Development, capital outla]s, Public safetyandso on'

The foliowingtable will show a summary of the Municipality's Changes in Net Assets:

I\4UNICIPALIW OF VILLALBA

SUMMAaY OF C8ANGES /N NEI ASSEIS

JUNE 30, 2009 and 2010

Governmental Activities

2009 2070

Revenues:
Plogram Revenues

Property Taxes
volume of Business Tax

Sales Tax
Federal Financia I Assista nce
other localtaxes
lntergovernmental Revenues
Rent ol Property
lnterest
Miscellaneous
TotalRevenues

Expenses:
Program Expenses:
Mayor and I\runicipal Legislature
Gene ra I Adm in istration
Public Safety
Publac Works
Culture and Recreation
Health and Sanitation
Human Seruices and Welfare
urban DeveloPment
lnterest (Debt Service)
TotatExpenses

Change in Net Assets
Beginning Balance
Ending Net Assets

$ 1,250,896
1,527,452

909,145
2,729,313

656,543
11,a49,323

51-,225
16,115

$ 1347,247
1,641,884

930,077
3,L29,7 76

37 4,786
a,559,604

56,640
5,597

90.546 186.233
$ 19,074,598 $ 16,231414

$ 2,572,7A2 $ 1,639,740
7,217,280 6,735,271
1.331,79a 499,516
7,660,873 4,234,757
1,457,6a4 971,839
4!7,725 592'776

2,557,083 2,547 '4581,470,580 1,929,150
442-445 428.447

$ 25,068,250 $ 19,565'728

(5,993,652) (3,333,910)
78,747,265 12,753'673

$ 72:253-613 $ 3-419JO3

Our analysis of the Sul\,4mARY oF CHANGES IN NEI AssErs reflects that the largest portion of the

i,tr"i"ip"i,iv;" i"t"i n""enues for 2010 consisted of lntergovernmental Revenues' 53% and for fiscal

year 2009, was 63% aPproximately.

The Governmental Activities' Expenditures, decreased from $ 25'068'2^50 to $ 19'565'728 for fiscal

vear 2010. The maior expenditure category for both fiscal years wa-s General Administration which

ffilr;;;;;';; i:;,,i''Js ?1"|. zooli ;nd 2o1o' respectiverv Pubric work prosram showed a

decrease of $ 3,426,116tot 2O7o.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEIVIEN'I"S DISCUSSION AND ANALYSIS

YEAR ENDEDIUNE 30,2O1O

FINANCIALAN@
The Municipality uses fund accounting to ensure and demonstrate compliance with finance related

legal requirements.

A - GOVERNMENTAL FUNDS

ThelVunicipality'sGovelnmentalFUndsinformationisusefulinassessingthe[4unicipality,sfinancial
iequir"rent . et tn" 

"nd 
of the fiscal year any resource available for spending should be measured

oyltre unreserveo fund batance. ln the current fiscat year, the l\4unicipality's Governmental funds

,"pon"d ,n ending Fund Balance of $ L,054,46A. There are reservations of Fund Balance up to

$4,351,612.

This reseNed Fund Balance is committed to cover balances shown as follows:

. $ 192,709 is resetued to cover purchase orders of pdor fiscal years'

. $ 538,017 is to pay Debtsetuice

. $ 3.620.886 is reserved for HUD Programs, for State Assignments and fot other

Governmental PurPoses.

The Municipality's Govemmental Funds includes the General Fund, which is the N4ajor operating

irno oitr]" 
'ltluni"iputity 

and as of June 30, 2010, it showed a Deficit of $ 2,228'520'

BUDGETARY HIGHLIGHTS

The Budgetary Comparison schedules for budgeted and actual amounts from General Fund are

;;;;; ; ihe [4unicipality's Basic Financiat statements These schedules will show the original

Ioopl"J ouog"t, the final revised budget' actual results, and variance between final and actual

[ro!"i"a ".ir"t" 
r",. the General Fund. An original Budget is presented bythe lrayor and approved

[t, ifr" l\,,!rniaip"ritrc rugislature in an ordinary aession, but it may be revised for various reasons and

"ir"rrit"*"", 
oior" 6 unanticipated budget issues that arose duringthe course ofthe fiscalvear'

For fiscal year 2OLO-2OLL'S budget, the lvlayor rcmitted to the Municipal Legislature the original

Municipaliiy's budget, which was approved bi the Legislative bgdv y]th glelgTents in which the

ff,i"voiiiA i"t .onJrrted. Therefore, the amounts of the 2010-2011 Municipality's budget that were

"i?"ppi"*a 
ov tn" Nlunicipal Legislature and the l\4ayor according to the process established bv

i"r, ,,iJi" p,"."irt"a in a reserve aacount in accordance to the sentence emitted by a superior court

Lrli"li,1[" ,"g,;;t 
"f 

Ponce. Any referenced needed is available in the office of the lvavor of the

Nrunicipality of Villalba

The N4unicipality's investment in capital assets as of June 30' 2O1O is $ 32'134'563' nel ot

u""r.riut"o- J6po""tion of $ 8,965,202, leaving a Net Book Value of $.23'169'361 The

i"r""ir""i, 
""iit"r "ssets 

includes land, buildings improvement, equipment, infrastructure. motor

vehacles, recreation facilities and construction in progress'

The total decreased in the Municipality's investment in Capital Assets as of June 30 2010 was

i;;,88s-;i;;"i Net Book value'in comparison with fiscal.vear^2009 Depreciation charges

iJJr,"i"" roitt" ti"""ryear by $ 181,306 in comparison with fiscal 2009'

CAPITAL ASSETS AND DEBT ADI\4INISTRATION



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

,IANAGEMEN]'S DISCUSSION AND ANALYSIS

YEAR ENDEDJUNE 30' 2O1O

The Municipality finances a significant portion of its construction activities through Bond lssuances

"na 
Or"nt". fnJ prr""eds from Bond lssuances designated for construction activities are committed

in its enlirety for such purposes and cannot be used for any other purposes'

A summary ofthe capitalassets is presented as follows:

I\4UNICIPALITY OF VILLALBA

CAPIIAL ASSEIS

CapitalAssets:

Land

Construction in progress

Buildings

lnfrastructure

Recreation Facilities

Machinery and Equipment

Motor Vehicles

Total CapitalAssets

2009

$ 7,2a4,597
5,262,704
8,079,045
5,263,189
6,951,306
L,059,797
3.249.247

$1L149p65

2070

$ 1,284,597
5,985,244
8,079,085
5,3L4,6A2
7,091,305
1,810,615
3.136.759

$32J34A63

DEBT ADIVIINISTRATION

The Puerto Rico Legislature has established a timitation for the issuance of general obligation

municipat OonOs anO notes for the payment of which the good faith' credit and taxing power of each

lMunicipality may be Pledged.

The Law requires that in order for a l\4unicipality to be able to issue additional.general obligations

ol"a. ""a 
notes, such [4unicipality must have sufficient "payment capacity". rhe "Payment

i,r,r.itr" i" a.termine with the moneys deposits in the Redemption Fund of the Municipality and the

;#;;.;;;;i;; ;trh respect to t;e N4;nicipalitv's special Additional Tax' as projected bv the

6or-#r"m o"u"roprent Bank (GDB) be enough 6 furillthe general and the proposed' additional

i,l"Jr.ri "-orli"*". 
r", ; Municipality to incur ad-ditional general obligation debt it must be sufficient

i.*..*i* ,i maturitv, the Municipality's outstanding general obligation debt.and the additional

;;";;"; i;";r;fuii'gation debt. The N4unicipalitv is iequired under applicable law to lew the

lplJinoEitionur ru* in such amounts as shall be required for the payment of its general obligation

municipal bonds and notes.

ln addition, principal of an interest on all general obligation municrpal..bonds and notes and on ali

municioal notes issued in anticipaton ofitre issuancl of genelal obligalion bonds issued by lhe

Municipality. constitute a first lien on the l"!unicipality s Basic Tax revenues

Accordingly, the tvlunicipality's Basic Tax revenues would be available to make Debt Service

o"rr""i!ii" !*"r"1 "oiigation 
municipat bonds and notes to the extent that the Special Additional

i"i r"ri"o orin" Municipality, are not sufficient to cover such Debt service h has never been

"""""."o,"ippfv 
i".ic iaxei to pay Debt Service on general obligation debt for the l\4unicipality'
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

MANAGEMENTS DISCUSSION AND ANALYSIS

YEAR ENDEDJUNE 30.2O1O

I\4UNICIPALITY OF VILLALBA

L1NG TERM AND OIHER DEBTS

General 0bligations Bonds

Special Notes PaYable

Convertible line of Cred it

Property Taxes (CRl[r, PRTD)

Retirement System Administration

PR Department of Labor

Compensated Absences

Total Long-Term and Other Debts

2009

$ 5,222,OOO

3,931,000
1,550,000
1, 79,755

1.344.545
qfi-927300

20to

$ 5,068,000
3,814,000
1,550,000
r,a27,366

a7,754
890,643

L.248.629

$ 15312383

The Municipality continues to meet its financial needs through prudent use of its revenues and

ir*tir" o"6tfinu*ing programs. A more specific and detailed information regardingthe Long-Term

o"Otot tn" Municipali, is presented in the Notes to the Financial Statements of the l\4unicipality's

Basic Financial StatemenG.

The Municipality relies primarily on lntergovernmental Revenues as well as Federal Financial

,q""i.tun"" io 
"urry 

ori ttt" GovernmenGl Activities Historically' these amounts have been

;;J;i;;t iot 
"r"',r, 

ti""rr vear, providing the l\4unicipalitv with increases of approximatelv' five

[Li""Jisxl. r"a"rir Financial essistancJmav vary if new grants are available' but the revenue is

also predictable.

Local, National and International economic factors may influence the Municipality's revenues,

po.itirefv o, negatively. Positive economic groMh is correlated with increased revenues from

tiop",i,'r*"", virrre of Business Taxes, Ch,rges for Services aswellas State and Federal Grants'

i"li"i"i 
""""0.v 

te groMh may be measured by a variety of indicators such as employment

lrowtn, unemptoyment, n;w construction' assessed valuation' and other revenues'

All of these factors are considered when preparingthe N'lunicipality's Budgetforthe fiscalyear ended

on June 30, 2011.

FINANCIAL CONTACT

The [4unicipality's Basic Financial Statements are designed to present users (citizens' taxpayers'

;;;;;;:;;;"1"; "nd 
creditors) with a general oveNiew of the lrunicipalitv's finances and to

demonstrate the Municipality's accountability'

lf vou have any questions about the report or need some additional financialinformation concerning

i;;N4;;;i;;'',rr;;;"i"-nnunciur statements, contact the lr'lunicipalitv's Finance Department at

Fa7) a47-9L54.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALTTY OF VILLALBA

STATEMENT OF NEI ASSETS

YEAR ENDED JUNE 30,2O1O

ASSETS:

Cash

cash with Fis.alAgent (Note 2)

A.counts Receivable. net:

lntergovernmenta I (Note 3)

others

capital Assets (Note 6):

Land and Construction an Progress

Olher Capital Assets, net

Total capital Assets

TOTAL ASSETS

LIAEILIIIES:

Accounts Payable and Accrued Expense

Due to Governmental Units

claims and Judgments oebt

Deferred Revenues

Long Term Liabilities (Note 7):

Due within One Year

Due in Morethan One Year

Total Liabilities

NET ASSETS

lnvested in capitalassets, Net of Related Debi

Community OeveloPment Proiects

Special Revenue

StateAssignment Fund

Debt Service

unresricted (Deficit)

TOTAL NET ASSETS

s€e accom panying Notes to the Easic Financial ststements

a3a,472
2,547,A7 4

92,351
1a8,562
169,744

1,089,786

7,269,44L
15,a99,440

23,169,361

28,096,190

7,3\7,O77
7 44,557

4o.772

\49a,754

L7A9,a7O
13,253,21.3

a8.676,487

16,835,374

67 324
1-339,236

L33a,414
s38,017

(10,694,663)

a2

9,419,703



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

STATEMENT OF ACTIVIIIES
YEAR ENDED JUNE 30,2O1O

Funclions/Programs

oPeratirg
Charges Grants and

ForServrces Contributions

$

56,640

Gover.mental ActivLties:

Mayor and Municipal Leghlature

Culture and Recreation

Hurnan services and werfare

lnterest on Long-Ierm Debt

Total Governmental Act vities $ 19,565,724 $ 56,640 I5,04a,541

$ 1,639.740
6,735,211

499,516
4,234,757

95a,a39
592,176

2.547,454
!,929.150

42a.881

1,733,685

1,6a5,147
1,629,669

$ (1,639,740)
(6,678,571)

(499,516)

t2,5O!,O72)
(954,439)
(592,L76\

la62,27tl
(299,441)
(424,441)

$ {14,460,547)

1,067,161
2A0,420

1,641,844
930,077
374,746

6,640,779
5,597

].a6,233

Property tax, lelied for GeneralPurposes

Property tar ievied for Debt setoDe

volume of ausiness Tax

rntergovernmenlal Relenues

Total General Revenues and special ltems

change in the Net Ass€ts

Net as*ts ' BegJnning of Year

Net assets - Ending of Year

!!,126,637

(3,333,910)

L2,753,613

$ 9,419,703

See accompanying Notes to the Basic Financia I Statements
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

AALANCE SHEET - GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30,2O1O

Fund Fund

Other

ASSETS:

cash shh FiscalAgent (Note 2)

rnrergovemedal (Note 3)

Due ffom other Funds (Note 4)

IOTAT ASSETS

TIABILITIES AND FUND BALANCE:

Acteunts Payable and Accrued Expen* tiabiliiies

Due to Govemmental unrts (Note 5)

Volume of Susiness Tax

Mature bonds due and Payable

Total Fund Balances

$ 236,518
478,896

4,264,662
101,686

62,390 $

69.254

10,992 $ 52A,572
2,068,974

5,094

119,304
106,791

2,6A0,LAz
982,748

$ 838,472
2,547,A74

5,094
184,562
169,?84

a,336,551
1,089,786

$13,176,123

!.377,O77
7 44,557

8,336,551

1,456,745
35,013

151,O00
aa,l !2

62,993
- 1,391,707

5 5.081,?62 $ 136956 $1.465.692 $ 6,491,713

1,037,091
744,557

4,071,889

L.456,745

28,045

41,550 12T.2Ta

251,901

4.095,834

au,ora
151,000

80,742

7,310,282 69,635 727,274 4,614,460 12,121,655

192,709

a75.915

13.297,144)

Q,224,520)

538,017
1,339,236

t92,709
53a,017

3,620,846

13,297,144)

1,054,464

ur."r, ,,rr",oro

61,32L 133a,414 !,a11,253

TO'AL LIABILITIES AND FUND BALANCES: 95-Qe1J62 L!36359 !!.4.05i92 $--0J91213 q3;['6'123

See accom pa nying Notes to the Basic Financial StatemenG
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALEA

RECONCILIATION OF THE GOVERTIIMENTAL FUND BALANCE SHEETTOTHE STAIEMENT OF NET ASSETS

YEAR ENDEDJUNE 30' 2O1O

Total Fund Balances- Governmental Funds

Amounts reportedfor Governmental Astivities in thestatement of Net Assets are

CapblAssets used in govemmental activtils a.e not financial resou rces and

therefore are not reported in thefunds. ln thecurent p€riod' these amounts are:

Non Depreciable Capital Assets

Deprecaable Capital Assets

lnfrastructure Assets

Accumalated Depreciation

Total Capital Assets

Some ofthe Municipalitys revenues willbe collected after )€ar-end but are not

available soon enough to paythe current period's expend(ures:

lVufl icipal Revenue Collection Center

Some liabilities are nol due and palEble in the current period and therefore are not

reponed in thefunds.l}lose Labilities consist of:

GenelalBonds and Notes Payable

Compens6ted Absences

tvlunicipal Revenue Collection Center

Other

Total tong-Term Liabilities

Tolal Ner Assets of GovernmentalActivities

$ 7,269,481
19,s50,000
53a4,642
(8,965,203)

a7,257

$ 1,054,464

23,169,360

87,257

(10,281,0O0)
(1,810,615)
(1,ao6,354)

(993,413)

(14,a91,382)

$ 9,419,703

See accom panying Notes lo the Basic Financia I Statements

15



STATEMENT OF REVENUES,

COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

EXPENDITURES AND CHANGES IN FUND BALANCE - GOVERNMENTAL FUNDS

YEAR ENDEDJUNE 30.2O1O

HUD

State other
Assignment Governmental Total

Fund Funds Funds

REVENUES

volume ot Business Tax

lnteGovernmental Revenues

IOTAL REVENUES

EXPENOITURES

Mayor and Municipal Legblature

Geneml Administration

Culture and Recr€ation

Health and Sanitatbn

Human Services and welfare

ldercst and Other Charges

TOTAL EXPENOITURES

Er(cess (deficiencr) of revenue over expeoditure

OTHER FINANCIAL SOURCES (USE5):

Operating Iansfer On
op€rating Transfer ln

Net Other Financing Sources (Us€s)

Nei change in the Fund Ealance

$ 979,904 $

1,64L444
. 1,770,553

6,640,779
587,Q32
374,744

67,620
5,597

175,253

$ 280,120

- L.170,754
37,813 2,069,421

, 
343':4s

$1,260.O24
1,641,884
2,941,307
8,748,013

930,077
374.746

67,620
5,597

175,253

10,472,A55 1,770,553 37,aG 3,863,340 16,144,561

1,639,740
4,616,291

3aa,435
1,861,555

674,420
355,464
209,246

40,469
10,000

729,52!
105,1a9

2,644,569

236.704
!,7A5332

4a7,7aA

397,000
42A,a8t

1,639,740
5345.412

493,624
4,590,993

684,420
592.L76

2,527,203
1,743,904

397,000
42a,aa1

532,585
!.256,120

9,745,195 17a8,705

127,660 (18,152)

0,oo4,422)

50.a69 6,a58,9a8 18,443,757

{13.056) (2,995,64a) {2.299 196)

\,L6A,422.OO

160,OOO

\ooa,422

160,OOO

(1'ooa,422)

!,ooa,422
160,000

It,ooa,422)

12ao,762) oa,L52) (13,056)

a5,473 1,35!,470

(1,A27,226) (2,139,196)

3.704,479 3,193,664

Q.22a.?2ot $ 6le1 !l!!9.111 ! 1.8I?,?!9 !1'0:1'499v

See accompanying Notes 1o the Basic Fina ncial Statements
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF VILLALBA

RECONCILIATION OFTHE STATEMENT OF REVENUES' EXPENDITURES AND CHANGES IN FUND BALANCE OF

THE GOVERNMENTAL FUNDSTO THE STATEMENTOF ACNVrIIES
YEAR ENDED JUNE 30.2O1O

Net Change in Fund 86lance TotalGovernmental Funds

Amounts reported for Governmental Activities in the statement of Activties are

Governme nta I funds report capitaloutla'€ as expenditures. However, in the

statement of Activities the cost of those assets b allocated over their estimated

useful lives and reported as depreciation expense. ln tie current period ihese

$ (2,139,196)

(160,888)

Govermental Activities:

CapitalOutlay

Depreciation ExPense

Ecess of CapitalOutlay over Oepreciation Expense

$ 1,158,274
(1,319,166)

Revenues inthe Statement of Revenuesthat correspond to PriorYear resourcesare

record as Revenue in the Statement of Activities 87'257

Bonds proceeds provide current financial resources to governmental fu nds but

rssurgdebl lncreases LongTerm Llabl(€s rn the slaiement of Net assets' ln the

current period, proceeds Received was: (160 O00)

Repayment of lon*tem prancipalis expenditure in the governmental funds butthe

rcpayment rcduces Lon*T€rm Liabilities inthe statement of Net Ass€ts ln the

curfentyearthe repayments werer 425'000

Some erpenses reported in the Statem€nts of Activrties do not require the use of

current financial reurces and therefore are not reported as expenditures in

govermentat fu nds. llese activities consist of:

lncrease in compensated Absences (466'070)

Decrease in crim Debt 49 560

lncresase in other Debt €69'573)

TotalAdditional Expenditures (1'386'083)

Change in NetAssetsof GovernmentalActivities $ (3'333'910)

See accom pa nying Notes to the Easic Financial Statements
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MuNrcrpAlrry oF VILLALBA, PUERTo Rlco
NOTES IO THE BASIC FINANCIAL STATEI\4ENTS

YEAR ENDED JUNE 30, 2O1O

NOTE 1: ORGANIZATION AND SUIVI\4ARY OF SIGNIFICANT ACCOUNTING P0LICIES

The N4unicipality of villalba, Puerto Rico (Municipality) was founded in the year 1917' and operates

as a gover;me;tal unit of the Commonwealth of Puerto Rico, under the Law Number 81 of August

30, 1:991, known as 'Autonomy l\4unicipalities Law of the Commonwealth of Puerto Rico' The

l\4unicipality's governmental s,stem consists of an executive and legslative body The l\4ayor is the

Chief Exec;tive Officer and is elected every four years in the general elections of the Commonwealth

;f puerto Rico. The legislative body consists of 14 legislators also elected in the general elec1ons of

Puerto Rico.

The lvlunicipality provides a full range of services for its citizens such as: public safety, public works'

culture and recreation. health and sanitation, human services and welfare, housing and urban

development, aids and servaces to low-income and elderly citizens, zoning and other general and

admin istrative services.

The accounting policies of the Municipality conform to accounting principles generally accepted in

the United States of America (GMP) as applicable to governmental units. The following is a summary

ofthe more significant of such policies.

A. Financial Sktement Presentation

The accompanying basic financial statements include all departments and organizations units whose

fundsareunderthecustodyandcontrolofthelvunicipality.lnevaluatingthel\4unicipalityasa
reportingentity,managementhasaddressedallthepotentialcomponentunitsThedecisionto
include; potential co;ponent unit in the reporting entity was made by applying the provisions of

GASBS No. 14.

The basic criteria for including a potential component unit wathin the reponing entity is if potential

component units are fananci;lly accountable and other organizations for which the nature and

significance of their relationship with the entity are such that exclusion would cause the

M-unicipality,s financial statements to be misleading or incomplete. The GASB has set forth criteria to

be consid;red in determining financial accountability. These criteria include appointing a voting

majority of an organization's Aoverning body and (1) ability of the lvunicipality to impose its will on

thai organization or (2) the p;tential for the organization to provide specific financial benefits to or

impose specific financial burdens on the Municipality.

The relative imponance of each criterion must be evaluated in light of specific circumstances in

order to determine which components units are to be included as part of the reporting entity. our

speciti- eratuations of the criteria app,icable to the l\4unicipality indicate no organizations meet the

ciiteria to be included as component units. Accordingly, these basic financial statements present

onlythe lvlunicipality as the reporting entity.

The Management's discussion and anal)sis introduces the basic financial statements and provides

an analytical overview of the lVunicipality's financial activities

The basic financial statements include both government-wide (based on the Municipality as a whole)

and fund financial statements. while the previous financial reporting model emphasized fund types

6ne totat of all funds of a particular type), in the new financial model the focus is on either the

irtr"i"ipifitv u" u whole, or major individual funds (within the basic financial statements)- Both the

eovernment-wide and fund financial statements (within the basic financial statements) categorize

;rimary activities as either governmental or business type'
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MUNIcIPALITY OF VILLALBA, PUERTO RICO

NoIES TO THE BASIC FINANCIALSTATEMENTS

YEAR ENDEo.JUNE 30, 2O1O

NOTE 1: ORGANIZATION AND SUI\4MARY OF SIGNIFICANT ACCOUNTING POLICIES (CONINUED)

Government-wide Financial Statements

Ihe governmentwide financial statemenG (the Statement of Net Assets and the Statement of

Activiiies) report information of all the activities of the Municipality. For the most part, the effect of

interfundactivityhasbeenremovedfromthesegovernment-widefinancia'statements'
Governmental activities, which normally are SUpported by taxes and intergovernmental revenues, are

reportedseparatelyfrombusiness'typeactivities,whichrelytoasignificantextentonfeesand
charges for support.

ThefocusoftheStatementofNetAssetsisdesignedtobesjmilartobottomlineresultsforthe
lMunicipality and its governmental activities. This Statement combines and consolidates

governmenial fund's cuirent financial resources (short-term expendable resources) with capital

assets and long-term obligations.

The statement of Net Assets presents the reporting entity's assets and liabilities, with the difference

reported as net assets. Net assets are reported in three categories:

lnvested in Capital Assets, Net of Related Debt - These consists of capital assets, net of

accumulated depreciation and amonization and reduced by outstanding balances for bonds'

notes. and other debt that are attributed to the acquisition, construction' or improvement of

those assets.

Restricted Net Assets These result when constraints placed on net assets' use are either

externally imposed by creditors, grantors, contributors, and the like, or imposed by law through

constitutional provisions or enabling legislation.

lJnrestricted Net Assets These consist of net assets which do not meetthe definition ofthe two

preceding categories. Unrestricted net assets often are designated, to indicate that management

does not-consider them to be available for general opemtions lJnrestricted net assets often

have constraints on resources that are imposed by management, but can be removed or

modified.

TheStatementofActivitiesdemonstratesthedegreetowhichprogramlevenuesoffsetdirect
expensesofagivenft]nctionorprogram.Directexpensesarethosethatareclearlyidentifiablewith
u 

"p""iil" 
trn"iion, program or op6rational unit. This statement reports revenues in three broad

categories: (1) general revenues, (2) program revenues and (3) special items'

Program revenues are generated directlyfrom a program itself or may come from parties outside the

f"f rii"ipafity'" taxpayeri or citizens ln the statement of activities, program revenues reduce the

"oiti 
(",,p"n"".t ot ine function/program to arrive at: (1) the net cost of the function/prcgram that

must Le tinancea from the l\4unicipality,s generat revenues or (2) the net program revenue that

contributes to the Municipality's general revenues The accompanying statement of activities

separately reports the following categories of program revenues:

. Charges for services These revenues generally consist of exchange or exchange_like

trans;dions involving charges to customers ar applicants who purchase, use or directly benefit

iro, t" gooos, 
""rices 

or-privileges provided, or are otherwise directly affected bythe services'

These re-venues include fees charged for specific services, rent' charges for licenses and

permits, and fines and forfeitures, among others'
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MuNrcrpAlrry oF VILLALBA, PUERTo Rlco
NOTES TO THE BASIC FINANC|AL STATEMENTS

YEAR ENDED,IUNE 30, 2O1O

NOTE 1: ORGANIZATION AND SUI\4MARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

. Program specific operating and capital grants and contributions These revenues consist of

trarisactions that are either mandatot or voluntary non€xchange transactions with other

g"r",r-""", oig"nirution", or individu;ls that restrict the resources for use in a particular

iroi ur. Opurutiig grants and contributions consist of resources that are required to be used to

fina;ce the costs of operating a specific program or can be used either for operating or capital

purposes of a speciiic progmm. Capital grants and contributions consist of revenues or

iesources that are restricted for capital purposes - to purchase, construct or renovate capital

assetsassociatedwithaspecificprogram'Restrictedoperatingandcapitalgrantsand

"ontriOrtion" 
u." ptogra, ,"u"nr"a because they are specifically attributable to a program and

reduce the net expenae of that program to the Municipality They are reported net of estimated

uncollectible amounts.

. General revenues are the default category for revenues. It includes all revenues and gains that

donotmeetthedefinitionofproglamrevenues.Propertytaxes'municipallicensetaxesand
construction excise taxes are reported as generai revenues. All other nontax revenues (including

unrestricted interest on deposits, grants and contributions not restricted for specific programs

and miscellaneous revenues) that do not meet the definition of p'ogram revenues are classified

as general revenues.

Resources that are dedicated internally by the N4unicipality are reported as general revenues

rather than as program revenues. AII general revenues are reported net of estimated

uncollectible amounts, which are recorded as reduction of revenues rather than as expenses'

.specialitemsconsistofrevenuesarisingfromsignificanttransactions.orothereventswithinthe
control of management that are either unusual in nature or infrequent in occurrence'

.Extraordinaryitemsconsistofrevenuesarisingfromsignificanttransactionsorothereventsthat
are both unusual in nature and infrequent in occurrence'

The general government function/program reported in the accompanying statement of activities

in"trie" "rpin."" 
that are, in essence, indirect or costs of other functions/programs of the

f"l,rnicipafity. Even though some of these costs have been charged to certain funds in the Fund

Financial dtatemens as indirect cost alocations permitted under some federal programs, the

liunicipafity has reported these indirect costs as direct expenses of the general government

function. Accorain!y, the Municipality generally does not allocate general government (indirect)

costs to otherfunctions.

The effects of all interfund governmenta! activities (revenues, expenditures and other financing

sources/uses among governmental funds) have been removed from the accompanying statements

of net assets and activities

The [4unicipality classifies the most significant portion of its activities as governmental activities in

in" u""o.p"nving Government-wicle Financial StatemenG These are activities generally financed

tniougn taxes,-iniergovernmental revenues and other non-exchange revenues that can be used to

srppirt th" tr'lunicip;lity's programs or setuices. These governmental activities arc also generally

reported in the Fund FinancialStatements

The [4unicipality has no fiduciary activities, which are those in which

holding or man;ging net assets for specific individuals or other external
the Municipality would be
parties in accordance with

trust agreements or other custodial arrangements.



MUNIcIPALITY OF VILLALBA, PUERTO RICO

NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED]UNE 30,2O1O

NoTEI:oRGANlzATloNANDsUlV|\4ARYoFSlGNlFlcANTAccoUNTlNGP0LlclES(coNrlNUED)

Governmental Fund Financial Statemeats

The l\4unicipality reports its fanancial position (Balance Sheet) and results of operations (Statement

ot n"u"nr"", Expenditures and Changes in Fund Balance) in funds' which are considered separate

accounting entities. The operations of each fund are accounted for within a set of self-balancing

u""orni..-funo u""ounting segregates funds according to their intended purpose and is used to aid

management in demonstr;ting compliance with legal, financial' and contractual provisions'

ThemodeldefinedinGAsBsNo.34establishedcriteria(percentageoftheassets,liabilities,
|."r"nu"", o, expenditures/expenses of either fund category in the govemmental fund) for the

determination of major funds. The non-major funds are combined in a single column in the fund

financialstatements.

Traditional users of governmental financial statements will find the Fund Financial Statements

pr"i"mution more fa;iliar. The focus is on major funds, .ather than the previous financial model's

iund types. The Governmental l{ajor Fund Statements are presented on current financial resources

and modified accrual basis of accounting.

This is the manner in which these funds are normally budgeted This presentation deemed most

appropriate to (a) demonstrate legal and covenant compliance, (b) demonstrate the source and use

oi liqrid ,""ori""., and (c) demonstrate how the Municipality's actual experience conforms to the

budgeted fiscal Plan.

Since the governmental Jund statements are presented an different measurement focus and basis of

iccountin! than the government-wide statements, reconciliation is presented and separate

explanataon for each differences.

The Municipality reports the following major fund:

General Fund This is the ge nera I operating fu nd ofthe Municipality lt is-used to account for all

ili.-nci"k""orr""", 
"*"ept 

those required to be accounted for in another fund'

HUD Fund -This is the fund used to account for all the transactions of the HUD Awards The

prirn'arity oojectires of this program is the development of viable communities by providing

Oecent'nousing, rent assistan;e, a suitable living environment and expanded economic

opportunities, principally for persons of low and moderate income

State Assignment Fund This is the fund used to account for all the transactions of the State

A""g".""t by L"gi"lature Resolutions. The primarily objectives of this assignments is to

aeveiopment of mlnor pro.iects on communities, not-for profit organizations and indirect

assignmentto persons of low and moderate income'

Other Governmental Funds _ is the accounting entity in which revenues derived from local funds'

at"t" ga"t"J"d*"trrants or other restricted revenue source, is accounted for' The uses and

limitati-ons of each special revenue fund are specified by l\4unicipality ordinances or state and

federal statutes.
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NOTEl:ORGANIZATiONANDSUI\4MARYOFSIGNIFICANTACCOUNTINGPOLICIES(CoNTTNUED)

B. lVeasurement focus and basis of accounting

Except for budgetary purposes, the accompanying basic financial statements.of the N4unicipality

frare Oeen prepirea-in conformity with accounting principles generally accepted in the united States

oi lrn"ri"a'top"qpl as prescribed by the Governmental Accounting Standards Board (GASB)' rhe

GISB is tne stand'ard-setting body for governmental accounting and financial reporting The GASB

perioOicaifv upOates its codification of th; existing Governmental Accounting and Financial Reporting

ltanda rds- whicrr, along with subsequent GASB pronouncements (Statemen6 and lnterpretations)

constitutes GAAP for governmental u nits.

Government-wide Financial Sktements

The governmentwide financial statements (the Statement of Net Assets and the Statement of

Activiiies) are reported using the economic resources measurement focus and the accrual basis of

,""ornting. Revenue is reJorded when earned and expenses are recorded when a liability is

incurred, iegardless of the timing of related cash flows. Grant and similar items are recognized as

revenue as soon as all eligbility requirements have been met.

Governmental Fund Financial Statements

ThegovernmentalfundfinancialstatementsarereportedUsingthecurrentfinancialresources
meairrement focus and the modified accrual basis of accounting Revenues are recorded when

"r""uptiOt" 
to ,""rr"t; as soon as it is both measurable and available "Availabie" means collectible

within.the cUrrent period orsoon enough theleafter, normallywithin sixty (60) days, to be used to pay

liabilities of the current period. Expenditures are generally recognized when the retated liability is

incurred.

The exception to this general rule is the principal and interest on general obligation longterm debt

and compensated absences, if any, are recognized when due'

ln applying the "susceptible to accrual" concept to intergovernmental revenues (federal grants)

prrsiruit t"o OnSgS 1o.33, Accounting and Financial Repoftingfor Nonexchange Iransactions (the

ii4unicipality may act as either provider or recipient), the provider should recognize liabilities and

expenses and the recipient should recognize receivables and revenue whei the applicable eligib'lity

requirements including time requirements, are met. Resources transmitted before the eligibility

requiremens are met;hould, under most circumstances, be reported as advances by the provider

and deferred revenue bythe recipient.

There are essentially two types of revenue. For the majority of grants, monels must be expended by

the tvtunicipality on the specific purpose or project before any amounts will be-reimbursed Revenue

is, tfreretoie, recognized as expenditures as incurred to the extent avaiiable For the other revenue'

aon"r" "r" 
virtu;lly unrestricted and are generally revocable only for failure to comply with

pi"""iir"o 
"orpriuni" 

requirements. These resources are reflected as revenue atthe time of receipt

or earlier if the susceptible to accrual criteria is mel

Expenditures are generally recorded when a tiability is incurred, as under accrual accounting'

tvtodifications to th; accrual basis of accounting include the following: Employee's vested annual

vacation and sick leave is recorded as expenditure when utilized The amount of accumulated

annual
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NOTE l: ORGANIZATION AND SUI\"tMARY OF SIGNIFICANT ACCOUNTING POLICIES (CoNTTNUED)

vacation and sick leave unpaid at June 30, 2010, has been reported only in the government-wide

financialstatements.

C. Budgetary Data

As part of this report required supplementary information such as the bldgetary comparison

schedule-general fund and other types of data required by GASB was presented'

D. Cash

Municipality's cash balance consists of cash on hand and demand deposits'

Cash in the State Assignment Fund, HUD Fund' and Other Govemmental Funds are restricted:

accordingly, resources available were not used for pool investments'

Cash with fiscal agent represents property tax collections retained by the Municipal Revenues

Collection Center a;d undisbursed proceeds of certain bonds, loans or grants which are maintained

in a cash custodian account by the Government Development Bank of the Commonwealth of Puerto

Rico. From the total cash with fiscal agent recognized in the Other Governmental Fund $737'118 is

i"iiri"t"J tor tn" payment of the N4u;icipality's obligations, and others arc restricted for specific

pro.iects, such as ih; acquisition or consiruction of permanent improvements This sinking fund is

ilaintuinea oytr" oorernmental Development Bank of Puerto Rico, agency whjch acts as the insurer

and payer of ihe Municipality's bonds and notes issued in accordance with law'

E. Receivables

ReceivablesareStatednetofestimatedallowancesfoluncollectibleaccounts,whicharedetermined
upon past collection experience and current economic conditions'

F. lnventories

The General, Special Revenue and Capital Project Funds, purchases office-and printing supplies'

g;solin", oif uni oth"t expendable supplies held for consumption' The cost of purchases is recorded

fs expenses/expenditure in the appropriate fund and the inventory is not recorded in the basic

financialstatement of net assets-

G. CapitalAssets

Property, plant and equipment purchased or acquired is carried at historical cost or estimated

historic;l cost. Contributed assets are recorded at fair market value as of the date received The

fUuni"ipufity'" capitalization levels are $5OO on personal property For improvements other than

oriiOin!", t'r," 
"upit"t 

outlay must be greater than $1O,OOO, extend the estimated useful life for ten

v""i", 
"-"0 

o" grJi"rthanio%o of th;riginal cost ofthe asset Donated capital assets are recorded

!t esiimatea'ialr market value at the date of donation other costs incurred for repairs and

maintenance is expensed as incurred.
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Depreciation on all assets is provided on the straight-line basis over the following estimated useful

lives:

Years
30
30

310
5

t5-20
10-50

Review of Carrying Value of Capital Assets for lmpairment - The Municipality reviews the carrying

vatue of capitai a-ssets for impairment whenever a significant and unexpected decline in service

utility of a capital assets occurs.

H. Long-term obligations

The liabilities reported in the government-wide financial statements included general and special

obtigation nonds and notes, a;d other long-term liabilities, such as vacation, sick leave' litigation'

long-term liabilities to other governmental entities.

ln the fund financial statements, governmental fund types recognize bond issuances cost' duringthe

cuirent period. The face amount of debt issued is reported as other financing sources' while bond

issuance costs. whether or not withhetd from the actual debt proceeds received, are reported as

expenditures.

l. CompensatedAbsences

The N4unicipality accrues accumulated unpaid vacation and sick leave and associated employee'

related co;ts when earned (or estimated to be earned) by the employee. The Municipality's

"rnptoy"e" 
ur" gr"nt"d 30 dals of vacations and 18 days of sick leave annually Vacations may be

acc,rniufatea up-to a marim.rm of sixty (60) days and sick leave up to a maximum of ninety (90)

JuG. rn tn" 
"r"nt 

of 
"mployee 

resignation, the employee is paid for accumulated vacation days up

io in" .urimu. allowed. Separation from employment prior to use of all or part of the sick leave

ierminates att righG for compensation, except for employees with ten years of service who are

entitled to sick leave pay up to the maximum allowed'

The l\4unicipality accrued a liabilityfor compensated absences, which meetthe following criteria:

1. The lvlunicipality's obligation relating to employee's rights to receive compensation for future

absences is attributable to employee's services already rendered

2. The oblagation relates to rights that vest or accumulate'

3. Payment of the compensation is probable'

4. The amount can be reasonably estimated.

CaoitalAsset
Buildings
lmprovement Other Than Buildings
Equipment
Vehicles
Recreation facilities
lnfrastructure
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NOTE 1: ORGANIZATION AND SUMI\4ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEO)

lnaccordancewiththeabovecriteriaandrequirementsasestablishedbyGASBSNo.16;the
fvfunicipafity has accrued a liability for compensated absences for $1,810,615 which has been

earnei buinot taken by l\4unicipality's employees. For the government-wide statements' the current

portion $aez,OOO is th; amount estimated to be used in the following year' For the governmental

iunds statements. all of the compensated absences are considered longterm and therefore, are not

a fund liability and represents a reconciling item between the fund level and government-wide

presentations.

l. lnsurance

The l\4unicipality has insurance coverage for its public facilities, primarily to provide protection from

catastrophit bises. Atso, principal officials of the N4unicipality are covered under various suretv

bonds.

The Secretary of the Treasury Department of the Commonwealth of Puerto Rico is the agent

commesioneO to ptace all oi the Municipality's insurance coverage. Corresponding premiums

puvuti" uo *nftn"io by the Municipal Revenue collection center from quarterly advances of annual

property tax and subsidy send to the Municipality.

K. lnterfund Transactions

lntefund transactions are reflected as loans, reimbursements or transfers. Loans are reported as

receivables and payables as appropriate and are subject to elimination upon consolidation'

Reimbursements occur when one fund incurs a cost, charges the appropriate benefiting fund and

reduces its retated cost as a reimbursement All other interfund transactions are treated as

transfers.Transfersbetweengovernmentalorproprietaryfundsarenettedaspartofthe
reconciliation to the government-wide columnar presentation'

The lVunicipality has the following types of transactions among funds:

lnterfund Transfers - Legally required transfers that are reported when incurred as transfers_

lnly tn" tecipi"m frnd;nd as transfersout by the disbursing fund' with receivables and

payabtes presented as amounts due to and due from other funds Advances between funds

are also presented as amounts due to and due from other funds However' these transfers

and relaied amounts receivables and payables are considered internal balances and

activities that have been eliminated in the government-wide financial statements'

L. Claims and Judgments

The estimated amount ofthe liability for claims and.iudgments, if any, which is due on demand such

as from adjudicated or settled claims, is recorded in the General Fund'

L4. Reservations of Fund Balance Governmental Funds

Ihe governmental fund financial statements present fund balance reseryes for those portions of

irn1"nuL""" (1) not avaitable for appropriation for expenditures or (2) legally segregated for a

.p"aiiJ irtri"',j"". The reseNes for related assets such as inventories and prepayments are

eiamptes of tne tormer. Reserves for debt service and other specific purposes are examples of the

latter.
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NOTE 1: ORGANIZATION AND SUIVII\4ARY OE SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Reseruations of fund balance in the fund financial statements represent portions of fund balances

tnii are tegatty segregated for specific future use or are not appropriated for expenditure The

Municipality has the following reservations of fund balance:

a. Encumbrances _ Represent future expenditures under purchase orders' contracts

and other commitments. These committed amounts generally will become liabilities

in future periods as the goods or services are received'

b. Debt Se/vice Furd _ Represents net assets available to finance future debt service

payments.

c. Other Purposes - Represents net assets available for specific use and/or legally

segregated for other specific future use.

N. Use of Estimates

The preparation of the basic financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and assumptions

that;ffect the reported amounts of assets and liabilities and disclosures of contingent assets and

liabilities at ttre date of the basic financial statements and the reported revenue and expenses

duringthe reporting period. Actual result could difierfrom those estimates

0. Risk financing

The l\4unicipality carries commercial insurance to cover casualty' theft, tort claims and other losses'

in"rr"n"" poli"i"" 
"r" 

negotiated by the Puerto Rico Treasury Department and costs are allocated

amongallthe Municipalities of Puerto Rico

cost of insurance allocated to the l\4unicipality and deducted from the gross property tax collections

OVit 
" 

fVr"i"ip"f n"*nue Cotlection Center ("CRllM') for the year ended -June 30' 2010 amounted to

"'por*ia","fy 
Sfga,S63. The current insurance policies have not been cancelled or terminated'

iii" Cntu utso o"or"ted approximately $350,475 for workers compensation insurance covering all

municipal emPloyees.

P. Future Adoption of Accounting Pronouncements:

The GASB has issued the following standards that have effective dates afterJune 30' 2010:

. GASB Statement No . 54, Fund Balance Reporting and Governmentat Fund Type Definitions (GASB

rlo. s+1. fni" itut"r"nt establishes fund balanc; chssifications that comprise a hierarchy based

jl.l.irity on tn" 
"rtent 

to which a government is bound to obseNe constGins imposed upon the

,se of ihe resources repofted in governmental funds This Statement is effective for periods

begnning after June 15, 2010.
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. GASB Statement No. 57, Furd OPEB Measurements by Agent Employe$ and Agent Multiple'

Employer Plans (GASB No. 57). The objective ofthis Statement is to address issues related to the

use of the alternative measurement method and the frequency and timing of measurements by

employers that participate in agent multiple€mployer other postemployment benefit (0PEB) plans

(that is, agent employers).. : The provisions of Statement No. 57 related to the use and reporting

of the aft;rnative measurement method are effective immediately. The provisions related to the

frequency and timing of measurements are efiective for actuarial valuations first used to report

funded status information in OPEB plan financial statements for periods beginning after June 15,

2011-.

. cAsB statement No .59, Financiat lnstruments omnibus (GASB No. 59). The objective of this statement is

toupdateandimproveexistingstandardsregardingfinancialreportinganddisclosurerequirementsof
certain financial instruments and external investment pools for which significant issues have been

identified in practice. This Statement is effective for periods beginning afterJune 15,2o1o-

.GASBstatementNo.60,AccountjncandFinancialReportingforseviceconcessionArangements(GASB
No.60).Theobjectiveofthisstatementistoimproveflnancialleponingbyaddressingissuesrelatedto
service' concesslon arrangements (scAs), which are a type of pubtic-private or pubtic pubtic partnership.

This Statement is effective for periods beginningafter December 15, 2011'

.GASBStatementNo.6T,TheFinanciatReportinlEntily:omnibus4namendmenrofGASBStatementsNo'
74 and No.34 (GASB No. 61) The objective of th{s Statement is to improve financial reponing for a

governmental financial reporting entity. The requirements of Statement No 14, The Financial Repoftin4

Entity, and the related financial ieponing requirements of Statement No 34, Basic Financial Statements-

and-ianagement,s Dr.scussion and Analysis_for state ancl Local coyernments, were amended to better

meet user-needs and to address reporting ent,ty issues that have a sen since the issuance of those

Statements. This Statement is effective for periods begin ning after June 15,2012'

Theimpactofthesestatementsonthelvunicipality,stlasicf]nancialstatementshasnotyetbeendetermined.

NOTE 2: CASH

The lvlllnicipality maintains its deposits in various commerciat banks located in Puerto Rico and

Governmeni Development Bank for Puerto Rico (GDB) P'oceeds from bonds and funds related to

certain grant awards are required by law to be held with GDB.

The lMunicipality adopted the provisions of GASB Statement No 40 {GASB No 40)' Deposit and

Investment R,sk Disclo sure, an Amen.lment to GASB Statement No 3 This statement requires that

staie anO locat governments disclose essential risk information about deposiG and investments The

Ji"at"ur" ,"qri-io."nts cover four main areas: (1) credit risk, (2) interest rate risk, (3) custodial

credit risk. (4) foreign exchange exposure.

Of these risks there is only one applicable to the lVunicipality as follows:

Custodial credit risk ln the case of deposits, this is the risk that in the event of a bank failure'

" ff4rni"ipuriVt a"posits may not be recovered' Pu6uant to the Statement of lnvestment

Guidetines for the Government of the Commonweatth of Puerto Rico the balances deposited in

commercial banks by the Municipality are insured by the Federal Deposit lnsurance Corporation

iroicl!""".irv ,p t" 
" 

maximum of 61oo,ooo per depositor' ln addition' public funds deposited

in com-merciat 
'bant<s 

ty the lMunicipality are fully securities pledged as collateral are held' in the

tvl,-rnicipatity's name, Uythe agents ofthe commonwealth's Secretary of Treasury' Deposits with
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NOTE 2: CASH (CONTINUED)

GDB are uninsured and uncollateralized. However, no losses related to defaults by GDB on

deposit transactions have been incurred by the [4unicipality through June 30, 2010. Therefore'

the l\4unicipality's management has concluded that at.lune 30, 2010 the custodial credit risk

associated with the N'tunicipality's cash and cash equivalents is considered low.

The l\4unicipality's cash balances in commercial banks of approximately $236,51a in the general

fund, $62,390 in the HUD fund, ahd $10,992 in the State Assignment Fund were fully collateralized

at June 30,2010. ln the other governmental funds there were deposits with commercial banks of

approximately $528,572 that were fully collateralized.

The deposiG at GDB of approximately $478,896, that is restricted for other purposes in the general

fund and the $2,068,978 in the other governmental are unsecured and uncollateralized, as no

collateral is required to be carried by governmental banks.

NOTE 3: RECEIVABLES

lntergovernmental lntergovernmental receivable of $62,993 and $106,791 in the State

lssignment Fund and Other Governmental Funds, respectively' represent amounts due to the

Municipality from agencies of the Commonwealth of Pue(o Rico. Also, the Governmental wide

Financial StatemenG includes an intergovernmental receivable of $92,351.

NoTE 4: INTERFUND TMNSACTIONS

A. lnterfund Transfers

Transfers are indicative of fundingfor subsidies of various operations.

INTERFUND IRANSFERS WITHIN THE GOVERNIMENTAL FUNDS

SouRcES TRANSFER TO AMOUNT

General Fund Other Governmental Fund $ 306'992
General Fund Other Governmental Fund 701.430

$Loo8ll22

B. lnterfund Receivable and Payable Balances

lnterfund receivables and payables at June 30, 2010 are summarized as follows:

PURPOSE

Payment Debt
Various Purposes

INTERFUND

REcEIVABLE

GeneralFund
GeneralFund
GeneralFund
State Assignment
Other Funds

TOTAL

INTERFUND

HUD Fund
State Assignment
Other Funds
GeneralFund
General Fund

$ 41,550
727,278

4,095,834
L39a,707
2.6'80142

$xr3655r
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NOTE 5: DUETO GOVERNI\4ENTAL UNITS

As of June 30, 2010, balance due to other governmental
rendered to the Municipality, consists ofthe following:

units of the General Fund for services

Water & Sewer Company.................................
State Retirement System..............-...........-.......
Labor Department.......
General Services Administration.....................

Total Due to Governmental Units...........-...-...-.

NOTE 6: CAPITAL ASSETS

a!4a!41

$22a,429
58,680

189,443
267.605

$7 44.557

Capital Assets activities for the fiscal year ended June 30, 2010 was as follows:

Description

Ba la nce
July 1,
2009

Balance
J une 30,

Additions Retirements 2o1o

Non Depreciable Capital

Land

Construction in Progress

TotalNon-Depreciable

Depreciable Capital
Buildings

lnfrastructu re

Recreation Facilities

Machineryand Equipment

Total Depreciable Capital

Buildings

Recreation Facilities

Machineryand Equipment

Total Depreciable Capital

CAPITAL ASSETS, NET

$ 1,282,597 $ S

1.878.334 3.384.370 722.580

4,o79,045
4,969,645
6,951,306
1,059,797
3,249.247

293,504 51,493

183,054
61.152

435.694

(27O,3611
/]45,2421

1272,361)
\757,7O2)
(434.100)

(1.319.166)

$ 1,284,s97
5.985.284

7.269.441

a.o79,oa5
5,314,642
7,O91,305
7,242,451
3.136.759

24.464.642

3.162.931 3.384.370 722540

24.309,160 293.504

(173.68;)

12,fia,or7)
(732,274j

(2,895,395)
- (7 31,947 )

173.640 (2,441.569)

{8.965.202)

15.899.480

(1,887,656)

1547,O32)
12,623,O34)

(580,845)
(2.Laa.a4g\

{7.419,7161

76.449.444

$ 19,652,37s

293.504 {883.464)

$$

29
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NOTE 6:CAPITAL ASSETS (CONIINUED)

Depreciation expenses were charged to governmental functions/programs as follows:

Public Safety

Culture and Recreation

Total Depreciation Expenses

$ 274,370
67,043

4fi,437
]45,242

20,255

4!4.4t8

s 1.319.-l-66

NOTE 7: GENERAL LONG-TERI\4 DEBTS

A. General obligations Bonds and Special Notes Payable

The principal longterm obligations of the N'lunicipality are general obligations bonds and special

notes issued to finance the construction and improvements of public facilities and purchase of

equipment. The l\4unicipality's obligations long-term debt retirements are appropriated and paid from

resources accumulated in the Debt Service Fund. The special obligations long-term notes

retirements are paid through retention made by the Municipal Revenue Collection Center from

monthly advance of annual propertytax and subsidy send to the l\4unicipality'

General obligations bonds and notes payable as of June 30, 2010, are comprised of the following

individual issues:

DFSCR|PT|O\ AVOL\T

General Obligations Bonds:

$435,000, Series 1991, for construction purposes, payable in annual installments

ranging from $1O,OOO to $31,000, excluding interests at 5.0%' through January 1.

2oL6 $ 162'000

$295,000, Series 2001, for construction purposes, payable in annual installments

ranging from $5,OOO to $3O,OOO, excluding interests from 2.89% to 5 6%, through

lutir,2o25 2s0 00o

$1.320,000, Series 2001, for construction purposes, payable in annual installments

ranging from $34,OOO to $94,000, excluding interests at 4 75%, through January 1

2026

$1OO,OOO, Series 2001, for construction purposes, payable in annual installments

$5,OOO, excluding interests at 6.50%, through )uly 1,2025

1,083,000

30

80,000



I\4UNIcIPALITY oF VILLALBA, PUERTO RICO

NorES To rHE BAStc FtNANC|AL STATEI\,1ENrS

YEAR ENDEDJUNE 30,2O1O

NOTE 7: GENERAL LONG-TERN4 DEBTS (CONrlNUED)

DESCRIPTIoN AMoUNT

General ObliEations Bonds {CoNTINUEDI:

$85,000, Series 2006, for construction purposes, payable in annual installments

ranging from $5,000 to $10,000, excluding interests at 6.75%, through January 1,

2020 65,000

$245,000, Series 2006, for construction purposes, payable in annual installments

ranging from $5,OOO to $20,000, excluding interests at 7.5/o, through January 1,

2o3t 230'ooo

$165.000. Series 2008, for construction purposes, payable in annual installments

rangng from $5,000 to $15,000, excluding interests at 7.5%, through lanuary 1,

2O3l 150,000

$2,110,000, Series 2007, for claim and judgment debt purposes, payable in annual

installments ranging from $30,000 to $175,000, excluding interests at 7.5%,

through January 1, 2032

$5O5,OOO, Series 2006, for construction purposes, payable in annual installments

rangingfrom $10,OOO to $4O,OOO, excluding interests at 5.0%, throogh ]|Jly L,2029

$165.000. Series 2007, for construction purposes, payable in annual installments

ranging from $5,OOO to $15,000, exctuding interests at 7.50 7o, through )uly t' 2032

$44O,OOO, Series 2006 Rent, for construction purposes, payable in semiannual

installments ranging from $7,OOO to $37,000, excluding interests at 7.5/o, through

July 1, 2033

Total Bond Payable

Notes Pavable:

$1O5,OOO, Series 2006, for construction purposes, payable in annual installments

rangingfrom $1O,OOO to $2O,OOO, excluding interests from 4.23% to 4.73%' through

July t,2OL2

$175,000 Series 2006, for construction purposes, payabte in annual installments

ranging from $2O,OOO to $3O,OOO, excluding interesG from 6.62% to 7 5%, through

)uly 1-,2073

$1O5,OOO Series 2006, for const.uction purposes, payable in annual installments

ranging from $5,OOO to $1O,OOO, excluding interests from 6 60% to 7%, through Julv

r,2021

2,010,000

450,000

155,000

433.000

$ 5-068000

$ 50,000

110,000

31
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NOTE 7: GENERAL LONG-TER[4 DEBTS (CoNTINUED)

DEScRtPTtoN AMoUNT

Notes Pavable {CoNTTNUED):

$470,000, Series 2006, for purchase of equipment, payable in annual installments
rangng from $55,000 to $80,000, excluding interests from 5.0/o to 6.0%, through
)uly f,2ott

$555,000, Series 2006, for purchase of equipment, payable in annual installments
ranging from $60,000 to $95,000, excluding interests from 5.0% to 6.0%, through
)uly 1-,201-t

$1,4a6,000, Series 2008, for construction purcoses, payable in semiannual
installments ranging from $22,000 to $131,000, excluding interests at 7.5%,
through.luly 1, 2033

$645,000, Series 2008, for construction purposes, payable in semiannual
installments rangng from $10,000 to $55,000, excluding interests at 7.5%, through
July 1,2033

80,o00

95,000

1,464,000

635,000

$605,000, Series 2008, for construction purposes,
installments ranging from $5,000 to $50,000, excluding
July 1, 2033

$440,000, Series 2008, for construction purposes,
installments ranging from $5,000 to $40,000, exciuding
July 1,2033

$35,000, Series 2008, for construction purposes,
installments ranging from $5,000 to $15,000, excluding
l.rly r,2ol3

$67,000, Series 2009, for construction purposes,
installments rangng from $2,000 to $7,000, excluding
)uly L,2023

payable in semiannual
interests at 7.570, throu€h

payable in semiannual
interests at 7.5%, through

payable in semiannual
interests at 7.5%, through

pa!€ble in semiannual
interests at 7.5%, through

600,000

43s,000

30,000

65,000

$160,000, Series 2009, for construction purposes, payable in semiannual
installments ranging from $5,000 to $15,000, excluding interests at 7.5%, through
Juty 1,2034 160,000

Tokl Notes Payable 3.814.000

Total General obligations Bonds and Notes $ €,882,0!0
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NOTES 10 IHE BASIC FINANCIAL STATEMENTS

YEAR ENDEDJUNE 30,2O1O

NOTE 7: GENERAL LONG.TERN4 DEBTS (CoNTINUED)

The annual requirements to amortize the general and special obligations outstandingas ofJune 30,
2010 are as follows:

Year Ending

June,30
Principal lnterest Total

2077
2072
2073
2014
20a5

2046-2020
202!-2025
2026-2030
2034-2035

TOTAL

452,000 $
287,000
313,000
314,OOO

283,OOO

1,556,000
1,989,000
2,a34,OOO

1,554,000

47 7,24a $

563,660
549,797
529,640
513.419

2,269,589
7,722,662
1,O04,195

215345

923,244
850,660
462,797
a43,6aO
796,449

3,82s,s89
3,7 7a,662
3,138,195
1,769,385

a,aa2,o00 $ 7,a39,629 $ 76,727,629

8. Convertible Line of Credit

Non revolving line of credlt of $1,550,000, for the construction of bowling alley, to be converted in a
revenue bond at due date. lnterest of 7% will be payable on January 1 and July 1 yeatly atLet
finishing construction of the bowlingfacility.

C. Notes Payable to CRll,4

Act No. 42 - Act No. 42 of January 26, 2000 was enacted to authorize CRIM to enter into a
financing agreement of up to $200 million, for a term not exceeding 30 years. The financing
agreement allows for the financing of a debt that the municipalities of Puerto Rico have with CRIN4,

arising from the final settlements of property tax advances versus actual collections through fiscal
year 2000. Ihe amounts that the municipalities will collect from the additional property taxes
resulting from the increases in the subsidy from the Commonwealth to the municipalities are
assigned through this law to repay such loan. The increase in this subsidy was the result of the
Public Law No. 238 of August 15, 1999.

ln addition, on July 1, 2002, the l\4unicipality entered into a repayment agreement with GDB and
CRIN4 to pay off the remaining $1,982,632 of excess of property tax advances through prior fiscal
year. CRIN4 retains the principal and interest from the property tax advances of the Municipality. The

amounts retained by CRllvl are remitted to GDB on July 1 of each year through July t,2032. the
repayment agreement bears interest at vadable rates determined by GDB. Ihe outstanding
principal balances of the note palable to CRIM amounted $1,744,119, at June 30, 2010. The
principal and interest maturities are as follows:
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NOTESTOTHE BASIC FINANCIAL STATEM ENTS

YEAR ENoED JUNE 30, 2O1O

NOTE 7:GENERAL LONG TERIT4 DEBTS (CONINUED)

YearEnding Principal

June,30 Pa),rnent

lnterest
Pa,Tnent

Total

2077 $

2042
2043
2074
2015

2016-2020
2027-2025
2026-2030
2031-2035

38,930 $
47,244
43,47 4
46,631
49,561

294,623
404,990
549,250
270,979

107,236 $

104,885
4o2,292
99,535
96,605

432,207
325,840
181,580

21,353

146,166
146,166
146,166
146,166
146,166
730,830
730,830
730,830
292332

ToTAL t1j!!!1e !_L1I1_€!9 ! r,r1!-€g?

Financin€ of delinouent oropertv tax accounts sold - On July 1, 2007, the Municipality entered into
a financing agreement with CRIIM in the amount of $70,722 for the payment of delinquent property
tax account sold to private investors. The financing agreement in the form of a line of credit, bearing
interests at 6.2270 during the first 5 years, and variable interests 125 points over LIBOR rate during
the next 25 years. AtJune 30,2010, theoutstanding principal balances amounted to $62,235.

The principal and interest maturities are as follows:

YearEndinq Principal

.iune,30 Pa!,rnent

lnterest Total

l%yment Palment

20tt $ 2,a29 $ 3,870 $ 6,699
2012 2,429 3,694 6,523
2013 2,A29 3,518 6,347
2074 2,429 3,342 6,477
2075 2,429 3,166 5,995

2076-2020 74,745 13,190 27,335
2027-2025 74,745 a,790 22,935
2026-2030 74,744 4,390 18,534
20372035 5,656 524 6,140

TOTAL

Ll[,4S - 0n June 28, 2001, the l\4unacipality entered into a financing agreement with CRIId for the
payment of the l\4unicipality's share of the cost of an information management system, acquired by
CRIN4 on behalf of all municipalities, for the management of a digital database of taxpayers
properties located in Puerto Rico. The face amount of the loan was $ 770,718 and bears no interest.
The note is payable in semiannually installments of $7,424 through November 1, 2011. This note
has an imputed interest rate of 5.95%. AtJune 30,2010, the balance ofthis note amounted to
$21,012. The principaland interest maturities are as follows.

$ 62,235 $ 44,4a4 $ 106,719



MuNrcrpAlrry oF VTLLALBA, PuERro Rrco
NoTES To tHE EAsrc FTNANCTAL STATEMENTS

YEAR ENDED,IUNE 30, 2O1O

NOTE 7:GENERAL LONG TERM DEBTS (CONTINUED)

YearEndinC Principal

lune,30 Payment

lnterest Total

Payment Payrnent

2017
2072

13,802 $
7,21O

1,048 $
275

14,850
7,425

TOTAL

D. Changes in General Long-Term Debts

The following is a summary of changes in

$ 21,012 $ 7,263 $ 22,275

long-term debts for the year ended .June 30, 2010:

Re!rcmenlsFiemAdmin'ftbon
,

1353,130 e57,O60

2445,532

NOTE 8: DEBT RETIREI,IENT

Revenues of the debt service fund consist of the ad-valorem property taxes which are recognized as
revenue when collected from taxpayers and reported by the Municipal Revenue Collection Center of
the Commonwealth of Puerto Rico to the l4unicipality. The Debt Service fund is comprised with the
other Governmental Funds.

These property taxes are accumulated by the l\4unicipal Revenue Collection Center in costs of the
general obligations bonds issued by the Municipality. Payments are made to the Government
Development Bank of the Commonwealth of Puerto Rico from such accumulated funds by the
l\4unicipal Revenue Collection Center of Puerto Rico.

NOIE 9: PROPERTYTAXES

The N4unicipal Revenue Collection Center of the Commonwealth of Pueno Rico is responsible for the
assessment of all real and personal property located within the [4unicipality and for the levy,

administration and collection ofthe co rrespond ing tax contribution.

The property tax contribution is levied each year over the appraised value of the property at the
beginning of the calendar year. The real property assessment is based on the current value existing
in the year 1957 and the personal property at the curaent value at the date of the assessment.
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YEAR ENDEDJUNE 30,2O1O

NOTE 9: PROPERryTMES (CONTINUED)

The tax rate per annum is 8.58% for real property and 6.58% for personal property of which 1.03% of
both belong to the Commonwealth of Puerto Rico and 7.25% and 5.25%, respectively, belongs to the
[4unicipality.

From the po(ion belonging to the lvlunicipality, 6.00% and 4.00%, respectively, represents the
lvlunicapality's basic kx rate that is appropriated for general purposes and therefore accounted for
through the general fund.

The remaining portion belonging to the [4unicipality of 1.75% represents the ad-valorem property
taxes withheld by the lrunjcipal Revenue Collection Center of the Commonwealth of Puerto Rico and
restricted for debt service, which is accounted for through the debt seruice fund {See Note 8). The
Municipality has reached the maximum statutory tax rate limit for the basic tax while there is no
limitation for the ad valorem tax rate.

The Commonwealth of Puerto Rico grants complete real property tax exoneration on the first
$15,000 has assessed valuation on residential units occupied by their owners. However, the
Municipality receives the full amount levied, except for residential units assessed at less than
$3,500 on whjch a complete exemption is granted. The l\4unicipal Revenue Collection Center,
instead ofthe property taxpayer, becomes the source of payment in these cases.

The tdunicipality grants a complete exemption from personal property taxes up to an assessment
value of $50,000. The Municipal Revenue Collection Center advances to the tvlunicipality, on
monthly payments, 100% of the contribution assessed over property for each fiscal year. ln
accordance to Law, these advances will be contributions by the Municipal Revenue Collection Center
from taxpayers. The lMunicipal Revenue Collection Center periodically informs to the tt4unicipality the
amounts collected from taxpayers and applied to outstandingadvances.

The N4unicipality records as revenue in the generalfund the property tax contribution when received
lrom monthly advances from [runicipal Revenue Collection Center.

Due to the fact that collections of property tax are applied to the advances of property tax paid by the
N4unicipality Revenue Collection Center, the amortization of the advance at end of year was not
available due to that is in process of verification by external auditors.

NoTE 10: VOLUN4E 0F BUSINESS TriX

The volume of business tax is levied each year based on the prior year's gross revenues for all
commercial and industrial organizations doing business in the Municipality and which are not totally
or partially exempt from this tax under the lndustrial lncentives Laws of the Commonwealth of Puerto
Rico. All taxpayers are required to file their declarations by April 23 of each year.

The tax rates are as follows:
a.1.50% for financial institutions and savings and loan associations.
b.0.50% for all other organizations.

Taxes are payable in two equal semi-annual installments on July 1 and January 1 following the date
of levy. lf they are paid with declaration, the taxpayer is granted a 5% of discount. Collections of
taxes during current fiscal year, applicable to the next fiscal year, are recorded as deferred revenues
in the General Fund.
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NOTE 11: SALES TAx

On July4,2006, the Governor of Puerto Rico signed into law the Taxpayer Justice Act (Act
N0.117, H.B. 2193). The new law imposes a municipal sales tax at a rate of 1.5% (effective July 1,
2006) and the Commonwealth sales tax at the rate of 5.5%, with an effective date of November 15,
2006. Conversely, the Commonwealth of Puerto Rico eliminated the excise tax of 6.6% on some
imports (taxes on cigarettes, liquor, and cars are still in effect) and implemented the sales and use
tax ("sales tax") system. Accordingly with this law the municipal sales tax is administered at the
local level, and the Commonwealth sales tax is administered through the Puerto Rico Treasury
Department. Consequently, separate registration and filing forms are required of retaile.s.

ln fiscal year 2OO7-2OOa, the Municipal Legislature of the Municipality of Villalba approved an
Ordinance establishing a citizenship contribution of 1.070 over all business or personal transactions
related to sale of goods and/or services made on the N4unicipalities boundaries. The resources
collected due to this tax assessment will be used in local activities like improvements jn health
services, improvements in the control and management of solid waste disposal and recycling
programs, public improvements, improvements of public safety, and maintenance of all public
facilities of the [4unicipality.

Any person/corporation is required to register with each municipality in which it conducts
commercial transactions and in the Puerto Rican Treasury to obtain a Retailer's Registration
Certificate, exemption ce(ificates, and tax returns forms. The retailers are required to file and send
monthly sales tax returns bythe 20th dayfollowingthe month in which the tax was collected.

Also, on July 29, 2007, the Governor of Puerto Rico signed into Law an amendment of the Act No.
117, H.B. 2193 known as Act No. 80. The most significant amendments were: first, to uniform the
tax rate at 7% of which the municipalities will collect 1% and the Puerto Rico Treasury Department
the other 6%, .05% ofthe 6% belongs to the municipality and it is distributed through three separate
funds: Municipal Development Fund, Municipal Redemption Fund and lvlunicipal lmprovements
Fund; secondly the establishment of a Local Commercial Rule and the elimination of source and
nexus rules to impose the sale and use lax.

These funds are administered by the Government Development Bank for Puerto Rico. Finally, the
Law restricts the use ofthe funds bythe municipalities to certain specific activities.

NOTE 12: INTERGOVERNIVENTAL REVENUES

lntergovernmental revenues consist primarily of funds received from the Commonwealth of Puerto
Rico, 'in lieu of tax" payments from the quasi public corporation, Puerto Rico Electric Power
Authority, and federalfinancial assistance received from federal govemment.

NOTE 13: BEGINNING GOVERNlllENTAL ACTIVITIES NET ASSETS RESTATEIVIENT

The beginning Governmental Activities Net Assets has been restated by approximately $3,677,874
to propedy presents the previously reported net assets at June 30, 2009. The restatement is mainly
due to the correction of the capital assets erroneously reported in Governmental Wide Financial
Statements.

37



MUNIcIPAL Y oF VILLALEA, PUERTO RIcO
NOTES TOTHE BASIC FINANCIAL STATEI\,4ENTS

YEAR ENDED JUNE 30. 2O1O

NoTE 14: EiVIPLOYEE'S RFIIREI\4ENT PLAN

The Employee's Retirement System of the Commonwealth and its lnstrumentalities (the Retirement
System) is a cost-sharing multiple defined benefit pension plan sponsored by, and reported as a
component unit of the Commonwealth of Puerto Rico. All regular employees of the ft4unicipality
under 55 years of age at the date of employment become members of the Retirement System as a
condition to their employment.

The Retirement System provides retirement, death and disability benefits pursuant to legislation
enacted by the Commonwealth's legislature. Disability retirement benefits are available to members
for occupational and non-occupational disabilities. Retirement benefits depend upon age at
retirement and the number of years of creditable service. Benefits vest after ten years of plan
participation.

I\rembers who have attained 55 years of age and have completed at least 25 years of creditable
service or members who have attained 58 years of age and have completed ten years of creditable
sewice are entitled to an annual benefit payable monthlyfor life.

The amount of the annuity shall be one and onehalf percent of the average compensation, as
defined, multiplied by the number of years of creditable service up to twenty years, plus two percent
of the average compensation, as defined, multiplied by the number of years of creditable service in
excess of 20 years. ln no case will the annuity be less tha n $200 per month.

Participants who have completed at least 30 years of credatable service are entitled to receive the
lMerit Annuity. Participants who have not attained 55 years of age will receive 65 percent of the
avercge compensation, as defined; otherwise they will receive 75 percent of the average
compensation, as defined. No benefits are payable if the participant receives a .efund of his/her
accumulated contributions.

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of their
monthly gross salary and 8.2750/. tor the excess over $ 550 of monthly gross salary. The
N4unicipality is required by the same statute to contribute 9.275Vo of lhe participant's gross salary.
Total employee and employer contributions during the year ended June 30, 2010 amounted to
approximately $296,994 and $332,887, respectively.

0n September 24, 7999 an amendment to Act. No. 447 of May 15, 1951, which created the
Retirement System, was enacted with the purpose of establishing a new pension program (System

2000). Employee's participation in the current slstem as of December 31, 1999, may elect to stay
in the defined benefit plan or transfer to the new program. Persons.joining the Municipality on or
afterJanuary 1,2000, will only be allowed to become members of System 2000. System 2000 will
reduce the retirement age from 65 years to 60 for those employees who joined the current plan on

or afterApril 1, 1990.

System 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under this
new plan, there will be a pool of pension assets, which will be invested by ERS together with those of
the current defined benefit plan. The Commonwealth of Puerto Rico will not guarantee benefits at
retirement age. The annuity wil! be based on a formula which assumes that each year the
employee's contributon (with a minimum of 8.275% to the employee's salary up to a maximum of
1O%) will be invested in an account which will either: (1) earn a fixed rate based on the two-year
Constant N4aturity Treasury Note or, (2) earn a rate equal to 75% of the return of the ERS'S

investment portfolio (net of management fees), or (3) earn a combination of both alternatives.
Panicipants will receive periodic account statements similar to those of defined contribution plans

showing thek accrued balances.
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NOTE 14: EIvIPLOYEE,S RETIREMENT PLAN (CONTINUED)

Disability pensions will not be granted under System 2000. The employer's contribution (9.275% of
the employee's salary) will be used to fund the current plan.

Required contributions for the fiscal year were as follows:

Additional information on the Retirement System is provided in its financial statements for the year
ended June 30, 2009, a copy of which can be obtained from the Retirement System, l\4inillas

Station, P.O. Box 42004, San iuan, PR 00940.

NOTE 15: CONTINGENCIES

A. Claams and Judgments

The Municipality is, at present, a defendant in a number of legal mafters that arise from alleged
improper application of policies and negligence in the ordinary course of the Municipality's activities.
The legal counsel of the l\4unicipality has advased that at this stage in the proceedings of lawsuits he

cannot offer an opinion as to the probable outcome.

ln addition, the lVunicipality is a defendant or co-defendant in several legal proceedings, which are in

discovery stage. Certain ofthese claims are covered by insurance. Legal counsel with the information
currently available can not determine the final outcome of these claims. Accordingy' the financial
statements do not inctude adjustment, if any, that could result from the resolution of this legal

proceeding.

However, it has been the N4unicipality's experience that such actions are settled for amounts
substantially less than the claimed amounts.

B. FederalGrants

ln the normal coulse of operations, the l\4unicipality receives grants from various Federal and State

agencies. The grant programs are subject to audit by agents of the grant,ngauthority, the purpose of
which is to ensure compliance with conditions precedent to the granting of funds. Any liability for
reimbursement which may arise as the result of these audits is not believed to be material.

END OF NOIES

Type of
Contribution

Contributions to Retirement Plan
lune 30.2010 June 30, 2009

Law 447 Reforma 2000 La, t 447 Reforma 2000

Required $118,a19 $214,068 $116.42a $192,115
Actual $118,819 $214,068 $116,428 $192,115
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YEAR ENoED JUNE 30, 2010

Original

Volume of Bu*ne$ Tares

lntergovemental Revenues

License and Pe.mns

PriorYear Allocalion

Total Resources (hf lows)

Charges to Appropriatio.s (Outflows)

Mayor and Municipal Legislature

General Govemment

Culiure and Recreation
Health and Sanitation
Human Seffices and Werare
Urban Development
Transfer to other Funds

Totat charges to Appropriations

Exce$ (defici€nq of rcvunues ove(under)

expenditures, encumbrances and other financing

$ 979,904 $
L,793,245

376,OO0
6,245,743
2,103,160

54,000
361,200

20,000

979,904
t,793.245

376,000
6,245,143
2,103,160

54,000
361,200
20,000

979,904 $
1,627,Oa7

326,870
6,640,779

679,451
56,640

t42,534
5,597

(166,158)
(49,130)

355,636
(1,423,309)

2,640
(218,666)

(14,403)

11,972,652 71,972,652 lo,449,263 (1,513,349)

1,699,469
5,607,706
1,104,O40
1,523,764

794,560
332,388
540,944

369,737

1,999,626
5,t07,226

945,011
1,220,759

790,582
423,357
442352

369,737

1,753,560
4,743,1!4

944,422
984,335
674,999
355,200
378.294

306.992

246,066
958,112

36.189
236,424
115,543

68,157
104,054

62,745

11,972,652 $ 11,972,652 $ 10,145,316 L,A27,336

0$ o$ 313,944

See accompanying Notes to Required lnformation
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BUDGEIARY CoMPARISoN SCHEDULE - GENEML FUND

NorES To THE REQUIRED Supp!EiTENTARy INFoRMATIoN
YEAR ENDEDJUNE 30,2O1O

NOTE A Explanation of Differrences between Budgetary tnftows and Outftows and cAAp
Revenues and Expenditures

General Fu nd

Sources/lnf lows of Resources:

ActualAmounts (Budgetary Basic) ' Available for Appropriation, from the
Budgetary Comparison Schedule (See Page 41) $ 10,459,263

Basis Difference- Budget to GAAP:

Non-Budgetary Revenues 73,592

TotalRevenue as Reponed on the Statement of GovernmentalFunds
Revenues, Expenditures and Changes in Fund Balance (See l%ge 19) $ 10,472,A55

Uses/Outf lows of Resources:

ActualAmounts (8udgetary Basic) 'Total Charges to Appropriation' from the
Budgetary Comparison Schedule {See Page 41) $ 10,145,316

Basis 0ifference- BudCet to GAAP:

Prior Year expedtures are not outflows of budgetary resources but are

expenditures For Financial repo(ing purposes 649,023

Encumbrances forsupplies and equipment ordered but not received are

reponed in the )earthe order is placed for budgetary reponing purposes

Non- Budgetary E\penditures

\42o,947)

93,435

Transfer to otherfunds are outflows of Bud€Ftary Resources but a.e not

Expenditures For Financial Repo(ing Purpose 686,430

Total Expenditures as Reported on the statement of GovernmentalFunds

Revenues, Expenditures and Changes in Fund Balance (See Page 19) $ 10,753,617
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ScHEDULE OF EXPENDITURES OF FEDEMLAWARDS

YEAR ENDED JUNE 30, 2OO9

Federa Grantor/Pass-through
Grantor/Program or cluste/ Title

Federar Pass-through 2oo9-2o10
CFDA Enlity ldentifyrng Federat

Number Nuhber Expendfures

U,S. OEPARTMENT OF HOUSING AND URBAiI OEVELOPMENT:

Section 8 HousingChoice Vouche6 Program

Pass'rhrough the commonwealth of Plerto Rico-

rrfice of the C.mmisionerof MunicipalAffaks:

community Development Block Grant - s1ales Grants

93.044 NotAvailabe

97.036 Not Avai6bre

97.067 NotAvaiable

532,545

14-218 NotAvailable

ARRA Homelesnes Prevention and Rapid Re housing Proela m 14.25T Not Avallable

Tota Pass-through the commonweanh of Puerto Rco office ofthe
comm610ner of Municipal aff aB:

Passlhrough the Commonwealth of Puerlo Rico'

Puerto Rco HousingAdministration:

Publc and,ndran Housng 14.850 RC3O73
Rq5164
RO5203

1,.256.120

6r,220

L,3).7,340

Total u.s. Depanment of Housing and urban oevelopment

I],S. DEPARTMENT OF TRANSPORTATION

tlass throuclr the commo.wealth of Puea.o Rico-

Iranst saf ety commsio.:
A cohorTraffic safety and orunk orvingftevention lncenlive 20.601 NotAva able

Totar ll-s. Department of Transportation:

U,S, DEPARTMENT OF HEALTH AND HUMAN SERVICE

PasThrough the Commonweahh of Pueno Rico.

office of Governor, Elde.YOffice:
soedal Progam for Agjng, True lll, Pan B

Total U.s. oepartment of Health and tluman Service:

IJ S. DEPARTMENT OF HOMELANO SECURITY:

Pdslhrougn the commonweanh of Puerto Rico

GovemorAuthonzed Represe.tative (GAR):

Diester Grants . Public Aisistance

Psslhrough the Commonweanh of Puerto Rico

office of ManaEemem and Budget:

Homeland securty Grant ftogam

Total u.s. Depanment of Homeland securitv:

'OTAL 
EXP€NDITURES Of FEDERAL AWAROS

2,997,344

6,Oaa

6,Oaa

32,624

11,1,870

3.L29,T16

see accompanying Notes 10 Schedule of E4enditures of Fedeal awa.ds.



l\4uNrcrpAlrry oF VTLLALBA, PUERTo Rrco

NoTES TO THE SCHEDULE OF EXPENDIIURES OF FEDERAL AWARDS

YEAR ENDED JUNE 30, 2O10

NOTE 1: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the l\4unicipality of Villalba, Pueno Rico (N4unic,pality) and is presented on the modified accrual
basis. The information in this Schedule is presented in accordance with the requirements of Ol\48
Circular A-133, Audr'ts ofStates, Loca/ Govern nehts, and Non-Prcfit Organizations. Therefore, some
amounts presented in this scheduie may differ from amounts presented in, or used in the
preparation of, the general-purpose financial statements. The reporting entity is defined in Note (1)
to the generalpurpose combined financial statements.

NOTE 2: SUMMARY OF SIGNIFICANT ACCoUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards is prepared from l\4unicipality's
accounting records and is not intended to present fina ncia I position or the results ofopeGtions.

The financial transactions are recorded by the N4unicipality in accordance with the terms and
conditions of the grants, which are consistent with accounting principles generally accepted in the
United States of America.

Expenditures are recognized in the accounting period in which the liability is incurred, if measurable
or when actually paid, whichever occurs first.

NOTE 3: FEDERAL CFDA NUI\4BER

The CFDA numbers included in this Schedule are determined based on the program name, review of
grant contract information and the Office of Management and Budget's Catalogue of Federal

Domestic Assistance.

NOTE 4: PASS THRoUGH GRANTOR'S NUI\4BER

State or local government redistribution of federal awards to the lvlunicipality, treated as if they were

received directly from the federal government. OtvlB Circular A-133 requires the schedule to include

the name of the pass through entity and identifying number assigned by the pass through entity for
federal awards received as a sutrrecipient. Numbers identified as N/AV are not available.

NOTE 5: MAJoR PROGRAI\4S

I\rajor p@grams are identified in the Summary of Auditor's Results Section of the Schedule of
Findiogs and Questioned Costs.

END OF NOTES
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ff3 MruoozacReuos
Contadores Piblicos Autorizadot C.S.P

PO. Bor 35 . Guayda, Puerto Ri@ @785

To the Honorable Mayor and
L4embers of the Municipal Legislature
MuNtcrpALrly oF VtLL LBA, PUERTo Rrco

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON

COMPLIANCE AND OTHER MATfERS BASED ON AN AUDIT OF F!NANCIAL STATEIIIENTS PERFORI\4ED

IN ACCORDANCE WITH GOVERNI\4ENT AUDITING STANDARDS

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the l\4unicipality of Villalba, Puerto Rico (the "[4unicipality")
as of and for the fiscal year ended June 30, 2010, which collectivety comprise Municipality of
Villalba's basic financial statements and have issued our report thereon dated April 13, 2011. The
report's opinion on governmental wide financial statement was qualified because does not
maintained adequate records regarding capital assets, accumulated depreciation and related
depreciation expense reported in the governmental activities. Also, the report's opinion on Fund

Financial Slatements was qualified because the Municipality does not maintain complete and
accurate records of interfund transactions. Except as discussed in the preceding sentences, we
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government AuditinE!

Standards, issued bythe Comptroller General of the LJnited States.

lnternal Control Over Financial ReoortinE

ln planning and performing our audit, we considered the Municipality's internal control over financial
reporting as basis for designing our auditing procedures for the purpose of expressing our opinions
on the finaneia! statements, but not for the purpose of expressing an opinion on the effectiveness of
the Municipality s internal control over financial reporting. Accordingly, we do not express an opinion
cn the effectiveness of the N4unicipality's internal control over financial reponing

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial reportjng that rnight be significant deficiencies or material weaknesses. However, as

discussed below. we identified certain deficiencies in internal control over financial reporting that we

consider to be significant defaciencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, ,n the normal course of performing thek assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficrencies, that adversely affects Municipality's ability to initiate, authorize, record, process,

or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the lvunicipality's financial
statements that is more than inconsequential will not be prevented or detected by the lvlunicipality's
internalcontrol.

we consider the deficiencies described an the accompanying schedule of finding and questioned

costs to be significant deficiencies in internal control over financial reporting. Significant deficiencies
are described in the accompanying schedule of findings and questioned costs as finding number
.t0 01 and 1O 02.



INDEPENDENT AUDITORS' REPORT
lv,lu n rcipa lity ofViilalba

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the N4unicipality's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identit all deficiencies in the internal
control thal might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. However, of the
significant deficiencies described above, we consider 10-01to be material weakness.

Compliance and other l\ratters

As part of obtaining reasonable assurance about whether the Municipality's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grants agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed instances o, noncompliance or other
matter that are required to be reported under Govefifient Auditing Standads and which are
described in the accompanying schedule of findings and questioned costs as findings 10{1 and
10 02.

lr4unicipality's response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. We did not audit [4unicipality's responses and,
accordingly, we express no opinion on them.

This repon is intended solely for the information and use of the management, ldunicipal Legislature,
Office of the Commissioner of Municipal Affairs, federal awarding agencies, state funding agencies,
and pass through entities, and other regulatory agencies, and is not intended to be and should not
be used by anyone other than these specified parties.

ffi^f,.n"*,s", omS
CERTIFIED PUBLIC ACCoUNIANTS, C.S.P.

Guayama, Puerto Rico
April 13,2011

Stamp number 2573135 was
afrixed to the original of this
report.

a5?3115
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fi6 MnNoozecReuos
ContadoEs Pfblicos Autorizados, C.S.P

PO. 8ox 35 . Guya$a, Puerto 8i@ 007E5

To the Honorable Mayor a:rd
N4embers oi the lvlunicipal Legislature
]VUNICJPALITY OF VILLALBA. PUERIO RICO

INDEPENDENT AUDITORS' REPORT ON COI\4PLIANCE WITH REQUIREI\4ENTS APPLICABLE TO EACH

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COI\4PLIANCE IN ACCORDANCE WITH THE OiVB

CIRCULAR A.133

Comoliance

We have audited the compliance of the Municipality of villalba, Puerto Rico (the "lvtunicipality') with
the types of compliance requirements described in the U. S. Ofrce of Mahagement and Budget
(oMB) cicular A-133 Comptiance Supplement that are applicable to each of its major federal
programs fcr the year ended June 30, 2010. The N'!unicipality s major federal programs are identified
in the summary of auditoas results section of the accompanying Schedule of Findings and

Questioned Costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the [4unjc,palitys
management. Our responsibility is to express an opanion on the [4unicipality's compliance based on
our audit.

we conducted cur audit of compliance in accordance with auditing standards generally accepted in

the United States of America; the standards applicable to financial audits contained in Govefiment
Auditing Standards, issued by the Comptrotler General of the United States; and 0N4B Circular A-133,
Audits of States, Local Govemfients, and Non-P.ofh OrElanizations. Those standards and OMB

Circular 4-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining,
on a test basis, evidence about the l\,,!unicipality's compliance with those requirements and
performing such others procedures as we considered necessary in the circumstances- We believe
that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the Municipality's compliance with those requirements.

As described in the accompanying Schedule of findings and questioned costs, the l\4unicipality did
not comply with the requirements that are applicable to its major programs, as follows:

Compllai.e ReqLrirernent

10 03 Eq r,6m-s1 a nd Reai Prcpe'lv
ManaAemenl

Community Developmeni Block GEnt/ State's Program

10 04
10 05
10 06

Procurement and Suspension and
Debarment

ConrnrLrq; devetopmen ebck Grant/ State's Program

10 07 Comnr:rnt Oevetopnie,rl ebc" Grdnl. Slale s Pro8'd!
10 0a Speclal Iest / Housing Rehabilitation communi\ Developmenl Block G€nt/ State s lt9gan
10{9 Special Tests and Provisions qei!!e! 919!!r!c!!9qel4!9!9rs
10 10 Section 8 Housing Choice vouchets
1011 Publr and hdian Housrng

Compliance with such requirements
the requirements applicable lo such

is necessary, rn our opinion, for the lvlunicipality to comply with
programs.
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ln our opinion, except for the noncompliance described above, the [4unicipality complied, in all

material respects, with the requirements referred to above that are applicable to each of its major

federal programs for the year ended June 30, 2010.

lnternal Cantral llyellloallianee

The management of the Municipality is responsible for establishing and maintaining effective

internal control over compliance with requirements of laws, regulations, contracts and glants

applicable to lederal programs. ln planning and performing our audit, we considered the
N4unicipality's internal control over compliance with the requirements that could have a direct and

material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion

on the effectaveness of internal control over compliance. Accordingly, we do not express an opinion

on the effectiveness of [,4unjcipality's internal control over compliance. Our consideration of internal

control over compliance was for the limited purpose described in the preceding paragraph and would

not necessarily identify all deficlencies in the entity's internal control that might be significant

deficiencies or material weaknesses as defined below. However, as discuised below, we identified

certain deficiency in internal control over compliance that we consider to be significant deficiency

and a material weakness.

A control deficiency in an entity's internal control over compliance exists when the desagn or

operation of a control does not allow management or employees, in the normal course of performing

their assigned functions, to prevent or detect noncompliance with a type of compliance requirement
of a federal program on a timely basis. A significant deficiency is a control deficiency' or combination
of control deficiencies, that adversely affects i/unicipality's ability to administer a federal program

such that there is more than a remote likelihood that noncompliance with a type of compliance
requirement of federal program that is more than inconsequential will not be prevented or detected

by the [4unicipality's intemal control. We consider the deficiency in internal contrcl over compliance

described in the accompanying schedule of fandings and questioned costs as finding 10-03 to be

signif icant def icieacies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance

requi€ment of a federal program will not be prevented or detected by [4unicipality's internalcontrol'
Of the sjgnificant deficiencies in internal control over compliance described in the accompanying

schedule offindingand questioned costs, we consider items 10-03 to be material weaknesses'

lMunicipatity's responses to the findings identified in our audil are described in the accompanying

schedule of findings and questioned costs. We did not audit Municipality's responses and'

accordingly, we exp;ess no opinion on them. This report is intended solely for the information and

use of the l4unicipal Legistature, management, Office of the Commassioner of l\4unicipal Affairs'

federal awarding agencies, state fundintagencies, and pass_through entities, and other regLllatory

agencies, and i; n;t intended to be and sh;uld not be used by anyone other than these specified

flq{for.* R"*i coug
cERnFrEo PUBLlc AccouN,l Ar{rs, C.S.P.

Guay?ma, Puerto Rico
April 13. 2011

stamp numbe/ 2 573136 wA
affued io lhe original oflhis @pon.



IVUNIcIPAL Y OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDEDJUNE 30,2O1O

FinancialStatements
Type of auditors'report issued:

lnternal control overfinancial reponing:

. Material weakness (es) identified?

. Sagnificant deficiencies identified that
are not considered to be mate al weakness (es)?

. Noncompliance materialto financial statements noted?

FederalAwards

lntetnal control overmajor programs:

. Material weakness (es) identified?

. Significant deficiencies identified that
are not considered to be material weakness (es)?

Type ofaudito6's repon assued on compliance Ior
I\,lajor Programs:

tr
E
!
tr

E Yes

E Yes
E Yes

Unqualafied Opinion

Qualified 0pinion
Adverse 0pinion
Disclaimer 0pinion

Yes

Yes

Unqualified Opinion

Qualified 0pinion
Adverse 0pinion
Disclaamer

!No

E None Reported
ENo

No

None Reported

tr

tr

a

E

tr
a
!
tr

Any audit findings disclosed that are required to be reported

in accordance with 510(a) O[,18 Circular 4-133? I Yes

The Municipality's major programs were the following:

trNo

CFDA Number Name of Federal Program

74.224
14.a50
74.47 7

Community Development Block Grant/ State's Program

Public and Indian Housing
Section 8 Housing choice Vouchels

Dollar threshold used to distinguish between

Type A and Type B Programs:

Auditee qualified as low_risk auditee?

$300,000

E Yes ENo



MuNrctpALtry oF VtLLALBA. PUERTo Rlc0

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEDJUNE 30,2O1O

FINDING

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

10 01

INTERNAL CONTROL

CAPITAL ASSETS

FXED \ CAPIIAL ASSETS AND E-{PENDITURES - SUBSIDIARY LEOGER.

The lvlunicipality has not maintained complete and adequate records

in order to obtain sufficient, competent evidential matter with respect
to the Capital Assets reported in govemmental activities and,

accordingly, the amount by which this departure would affect the
assets, net asseG, and expenses of the governmental activities is not
determinable,

Chapter lX, Article 9.002 of State Act Number 81 of August 30, 1991
states that the municipality should maintain updated property

accounting records. Also the GASB Statements No. 34 requires that
all capital assets, including infrastructure, must be presented in the
Statements of Net Assets and that these assets must be depreciated
during its useful life.

Competent and sufficient evidential matter related to the capital
assets was not available to support the value, completeness and

ownership of these assets.

The [4unicipality's Government Wide Financial Statements do not
present fairly, the financial position of the governmental activities,
and the change in financial position ofthe l\4unicipality.

We recommend that the Municipality should continue the compilation
of documents to support the value, completeness and ownership of
its capital assets, to comply with the requirements of the GASB

Statement No.34.

CRITERIA

CAUSE

EFFECI

RECOM [,4 EN DATION

QUESTIONED COSTSNONE

I\4ANAGEI,IENT RESPONSE The N4unicipality had gathered relevant information related to the
capital assets but it has not been sufficient so far. The person in

charge of the Property Division is working very hard in obtaining as

much information as possible and for the most part, the situation will

be resolved for next Year.

Responsible Person: [rrs. Joan Qui6onez
Contact Number: (787)€47-2500
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IMUNIcIPALTy OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2O1O

FINDING

CATEGORY

TOPIC SENTENCE

CONDITIONS

ao-o2

INTERNAL CONTROLS

ACCOUNTING SYSTEI!4

The accounting system and manuals registers used by the
Municipality to account and register the financial transactions
during the fiscal year does not provide for the summarization of

transactions that permit the preparation of Municipality's
financial statemenG in conformity with the General Accepted

Accounting Principles ofthe United States of America (GAAP).

- There are no internal controls or records to account for the inter
fund receivable and pavables balances between l\4unicipality's

funds. l\4onthly program's expenditures financed by the
lvunicipality's general fund are not being register, monitored nor
accounted for by the Programs' accountants. ln addition, anter

fund transactions regarding the reimbursement of money

between funds were not supported by an analysis.

- The Municipality does not count with an account receivable
subsidiary ledger.

According to Article 8.010 (a) and (b) of Law Num. 81 for the
l\4unicipalitaes of Puerto Rico, the compute zed system and the
procedures of accounting and property will be design so that it allows

the Municipality to carry out its functions, at the same time as they

serve to mainlain an uniform and coordinated accounting, that
provide a complete picture of the financial operations of the
Municipality and the necessary financial information that assist the
t unicipality Legislature, the Governor, and the Secrctary of the
Pueto Rico Treasury Department in the performance of its

respective responsibilities. N4unicipalities accounting will be based on

funds, Generally Accepted Accounting Principles and the

requirements established by the Governmental Accounting Standard

Board. Also the pronouncements of the National committee on

Governmental Accounting and the "Blue Book" will be used to design

municipalities' accountingsystems and fiscal procedures

[runicipality's accounting system and financial reports are subject to

State's agencies requarements which does not allow nor provide the

[4unicipality with the necessary tools capable of recapturing the
financial information and provide financial statements.

CRITERIA

CAUSES
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I\4UNIcIPALIT OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2O1O

FINDING

EFFECT

1o{2 (Continued)

The lack of an adequate accounting slstem which can captures all

the flnancial information and generates lvlunicipality's financial

statements for each fiscal year affect the N4unicipality ability to
measure the financial and nonfinancial performance of prcgrams and

activities; adequately safeguard significant assets and properly record

various transactions; and hinder the Municipality from having reliable

financial information to operate in an economical, efficient' and

effective manner.
Sound decisions on the current results and future direction of vital
programs and policies are made more diff;cult without timely, reliable
and useful financial performance information

The l\4unicipality should establish and implement the necessary
measures that allow the summarlzation of the financial transactions
in order to prepare the financial statements in conformity with GAAP.

None

Ihe Finance Director is implementing new intern accounting
procedures related to the financial information in the Department in

order to prepare the information accordingto GMP. This situation will

be solved promptly.

Responsible Person: Mrs. Joan Quinonez
Contact Number: (7871847-2500

R ECO I\4 M E N DATIO N

QUESTIONED COSTS

MANAGEI\4ENT RESPONSE
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I/UNIcIPALITY OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED]UNE 30,2O1O

FINDING

FEDERAL PROGRAI\4

10{3

COI\4IVUNITY DEVELOPIMENT BLOCK GRANT/STATE'S PROGRAI\4

(CDBG) (CFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPI\4ENT PASS THROUGH STATE.OFFICE OF CO[4I\4ISSIONER

OF MUNICIPAL AFFAIRS

INTERNAL CONTROLS / COMPLIANCE

EQUIPN4ENT AND REAL PROPERry NIANAGEMENT

INADEQUATE CONTROLS OVER PROPERTY AND EQUIPNIENT ITEMS ACQUIRED WITH

FEDERAL FUNDS

The l\4unicipality is not maintaining adequate controls over property

and equipment items acquired with Federal Funds. ln testing
propeny and equipment we noted the following:

- The Municipality could not prov,de us with adequate property

records which include a description of the property, serial number or

other identification number, the source of the propeny, who holds

title, the acquisition date, and cost of the property, percentage of
Federal participation in the cost of the property, location, use and

condition of the property, and any ultimate disposition data including

the date of disposal.

- We could not ascertained that all property and equipment
purchased was properly identified through a numbered plate or any

other identification number, nor that it have been used by the
lr4unicipality in the program or project for which it was acquired

As per Ol\48 Circular A-102 Common Rule (-.32 (d)), procedu.es for
managing equipment, as a minimum, will required that property

records include a description of the property, serial number or other
identification number. the source of the property, who holds title' the

acquisition date, and cost of the property, percentage of Federal
panicipation in the cost ofthe property, location, use and condition of
the property, and any ultimate disposition data including the date of
disposal and sales price of the property. A physical inventory of the
property must be taken and the results reconciled with the property

records at least once every two years.

A-102 Common Rule ( .20 (bX3)), establishes that effective control

and accouniability must be maintained for all grant and subgrant

cash, real and personal property, and other assets Grantees and

subgrantees must adequately safeguard all such property and must

assure that it is used solely for authorized purposes

According to Chapter Vll of the Regulation for the l\4unicipal

Administaton the Finance's Director is responsible for the custody,

maintenance and use of municipal property against theft, damage or

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA
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IMUNIcIPALITy OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2O1O

CAUSE

EFFECT

R ECO I\,4 M EN DATIO N

QUESTIONED COSTS

MANAGEMENT RESPONSE

losses. ln addition, the Finance's Director will be responsible for the
accounting and records which evidence all financial transactions
regarding municipal property. An annual physical inventory must be

taken and the results reconciled with the property records.

l\4unicipality's Propeny Division has not enforced the requirement for
the departments to both perform a property inventory and to ensure

the proper accountability of assets. ln addition, the person

responsible for the regstering and safeguarding of the property and

equipment, was not provided with the necessary training to perform

their duties according to the applicable Municipalities and Federal

laws and regulations.

The N4unicipality is exposed to the risk of possible unauthorized use

and disposition of equipment due to the lack of internal controls and

the lack of adequate property and equipment records. This

inadequate property controls may expose the [4unicipality to cost

disallowance by the federal government for lost or stolen federal
property acquired with federal funds.

The Property Division must require each office' department and

federal program that acquires property and equipment to submit a

report including a full description of the assets, location, use,

responsible person, cost, and any other pertinent data. Sales or

other dispositions must also be reglstered. ln addition, the

accounting department should periodically reconcile the property

subsidiary ledger with the property general ledger account. A physical

inventory of the N4unicipality's propefty should be performed as soon

as possible for all departments and all differences should be

investigated, adjusted and reconciled with the property recorded on

the subsidiary ledgers.

None

The new person in charge of the Property Division has finished the
inventory and with the new accounting process which is been

implemented in the department regarding the financial information,

we consider thatthis situation will be corrected for next year'

Responsible Person: lVrs. Joan Quifronez
Contact Number: (787)-847-250O
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MuNrcrpAUw oF VTLLALBA, PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED ]UNE 30,2O1O

FEDERALPROGRAI\4S COMI\4UNITY DEVELOPMENT BLOCK GRANT/STATE'S PROGRAI\4

(CDBG) (CFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPN4ENT PASS THROUGH STATEOFFICE OF COI\4I\4ISSIONER

OF lvlUNlClPAL AFFAIRS

CATEGORY COIIIPLIANCE

NONCOIVIPLIANCE PROCUREI\''IENT

TOPIC SENTENCE

CONDITION

FINDING

CRITERIA

CAUSE

EFFECT

10-04

LACK oF ooCUMENTATION IN PROCUREI\,4ENT FILES

tn testing compliance with the procurement requirement' we

examined the processes carried out to procured goods and seNices
which were paid duringthe fiscalyear 2009 2010- ln relation to such

examination we obserye that procurement files for construction
projects did not include evidence regarding the documents that
should be required to the contractor, such as and minutes of the Bid

Board, Payment and Performance Bond, General Liability Insurance'

State lnsurance Fund Policy and evidence of payment of municipal

excise taxes.

As stated in 24 CFR a5.36 (b)(9) grantee and subgratees will

maintain records sufficient to detail the significant history of
procurement. These records will include, but are not necessarily

limited to the following: rationale for the method of procurement,

selection of contract type, contractor selection or rejection' and the
basis forthe contract Price.

The 24 CFR 85.36 (h) states the requiremenG regarding Payment

and Performance Bond on the part of the contractor for 100 percent

of the contract price for construction contracts.

Chapter lX, Section 2, of the l\4unicipal lvlanagement Regulation

states the documents that the l\4unicipality should require to the

contractors.

The tulunicipality did not have appropriate controls to assure that

required documentation is obtain from the contractors and maintain

in the procurement files.

The lvlunicipality is not in compliance with the requirements of 24

CFR 85.36 and Municipal lvlanagement Regulation.
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I\4UNIcIPALITY OF VILLALBA, PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED,]UNE 30, 2O1O

FINDING

RECOI\4MEN DATION

QUESTIONED COSTS

MANAGEI\4ENT RESPONSE

10-04 (CoNTNUED)

The N4unicipality should maintain records sufficient to detail the
significant history of the procurement by detailing the rationale

method of procurement, selection of contract type' contGctor
selection or rejection, and the basis for the contract price. Also, the
lVunicipality should assure that required documentation is obtained
from contrcctors and maintained in the corresponding procurement

files.

None

The Municipal Secretary has a file of the Bid Board Minute's by fiscal
year and in some cases these minutes are not in the construction file'
but they are in the Bid Board Minutes files.

On the other hand, the Municipal Secretary requests Payment and

Performance Bonds and other documents such as the ones

mentioned in this finding, for construction projects in which the
degree of expertise or there is a high risk of uncertainty because of

the contractor.

This is done this way because the cost for the project increases with

the request of these documents and for project's with a limited

budget it makes it unaffordable for the Municipality to request this

documents in every construction project

Responsible Person: Mr. Miguel Bonilla
Contact Number: (7871a47 '25OO
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MuNrcrpALtry oF VtLLALBA. PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2O1O

FINDING

FEDERAL PROGRAI\4

10-05

COMIVUNITY DEVELOPIMENT BLOCK GRANI/STATE'S PROGRAM

(CDBG) (CFDA NO. 14.228) DEPARTMENT OF HOUSING AND URBAN

DEVELOPI\4ENT PASS THROUGH STATE OFFICE OF COI\4I\4ISSIONER

OF MUNICIPAL AFFAIRS

COI\4PLIANCE AND INTERNAL CONTROL

PROCUREI\4ENT STAN DARDS

LACK oF REQUIREDCONTMCT CLAUSES

ln testing compliance with the procurement requirement, we

examined five contracts for construction projects which were paid

during the fiscal year 2009-10 with CDBG funds. ln relation to such

examination we determined absence of contract clauses required by

the program regulation, as follows:

. one contract did not include clauses regarding compliance with
Davis-Bacon Act and Contract Work Hours and Safety Standard

. two contracts did not include clauses regarding compliance with

Clear Air and Clear WaterAct, and Energ/ Policy and Conservation

Act, and retention of all required records for three years after
grantees makes final payment and all other pending matters are

closed,

. four contracts did not include clauses regarding compliance with

Copeland 'Anti-Kickback" and Executive Ordet !1246 EEO'

. five contracts did not include clauses regarding granting access

to GAO and other federal agencies to books and documents, and

provisions for suspension and debarment.

Code of Federal Regulations, Subpart C, 24 CFR Section 85 36 (i)

(1-13) states that subgrantee's contract must contain provisions in

paragraph (i) of these Sections. Federal agencies are permitted to

requiie cnanges, remedies, changed conditions, access and records

retention, suapension of work, and othea clauses approved by the

Office of Procurement Policy.

The [4unicipality did not maintain appropriate procurement standard

procedures; in order to assure that contractor complies with program

requirements.

CATEGORY

NONCOI\4PLIANCE

TOPIC SENTENCE

CONDITION

CRITERIA

CAUSE
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MuNrcrpAlrl / oF VTLLALBA, PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2O1O

FINDING

EFFECT

RECON4MENDATION

QUESTIONED COSTS

MANAGEIUENT RESPONSE

10'05 (CoNTNUED)

Municipality is not in compliance with Subpart C,24 CFR, Section

85.36 (i)(1-13).

We recommend management to update contract model according

with the federal requirement.

None

The majority of the construction contracts have the referred clauses

incorporated, but there some contracts that may not have them'

Therefore, we are instructing the l\4unicipal Secretary to incorporate

these clauses to every construction in order to comply with federal

and state regulations.

ResponsiblePerson: Mr.MiguelBonilla
Contact Number: {7871A47 '2500
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I\4UNIcIPALIIY oF VILIALEA, PUERTo R|co

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEDJUNE 30,2O1O

FINDING

FEDERAL PROGRAI\4S

1GO6

COIMMUNITY DEVELOPMENI BLOCK GRANT/STATE'S PROGRAIV

(CDBG) (CFDA NO. 14.228) DEPARTI\4ENT OF HOUSING AND URBAN

DEVELOPIVIENT PASS THROUGH STATE{FFICE OF COI\4I\4ISSIONER

OF MUNICIPAL AFFAIRS

COIVPLIANCE

SUSPENSION AND DEBARI\4ENT

NON COMPLIANCE OVERSUSPENSION AND DEAARMENIS

ln testing procurement, suspension and debarments, we were not
able to find evidence indicating that the lvlunicipality performs
procedures to assure that the individuals and entities which are
granted with contracts are not suspended or debarred from
participation in federal programs.

As stated in 24 CFR 85.35 grantee and subgrantee must not make

any award or permit any award (subgrant or contract) at any tier to
any party which is debarred or suspended or is otherwise excluded
from or ineligible for participation in Federal assistance programs

under Executive Order 12549, "Debarment and Suspension".

The N4unicipality has no policies and procedures for the use of the list

of parties excluded from federal procurement or non-procurement
programs to assure that they do not award assistance to listed

Parties.

As a result of this deficiency, the [4'rnicipality could have procured

goods or services from organizations and individuals that are

suspended or debarred which could result in cost disallowances by

the federal awarding agency.

The [4unicipality should amend their procurement procedures and

include a step to verify whether or notthe individual or entity is on the
list of parties excluded from federal participation in procurement and

non-procurement programs. The [Iunicipaliv should also require the

entities or individuals to submit a certification stating that they are

not suspended or debarred.

CATEGORY

NONCOI\4PLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

RECOlr4 M EN DAII0N

QUESTIONED COSTS

I\4ANAGEMENT RESPONSE

None

The l\4unicipal Secretary will be instructed to implement a procedure

that assured the l\4unicipal Administration to comply with such

regulations.

Responsible PeGon: lMr. l\4iguel Bonilla
Contact Number: (7871A47 '25OO

58



l\iluNrcrpAlrry oF VtL|ALBA. PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2O1O

FINDING

FEDERAL PROGRAI\4

to-o7

COI\4MUNITY DEVELOPMENT BLOCK GRANT/ STATE'S PROGRAI\'!

(CDBG) (CFDA NO. 14.228) DEPARIMENT OF HOUSING AND URBAN

DEVELOPIVENT PASS THROUGH STATE.OFFICE OF COI\4I\4ISSIONER

OF I\4UNICIPAL AFFAIRS

COMPLIANCE

DAVIS-BACON ACT

NONCOIVPLIANCE WTH THE DAVIS BACON ACl

N4unicipality did not comply adequately with Davis Bacon Act

applicable regulations. The N'lunicipality did not required to all

contracto6 or subcontractors, for each week in which any contracted

work was performed, a copy of the payroll and a statement of
compliance. There is no evidence that the Municipality verifies that
all laborers employed by the contractors were paid according to the

wages established by law.

As stated in 29 CFR 5.5 (aX3Xii)(A), the contractor shall submit

weekly for each week in which any contract work is performed a copy

of all payrolls to the Municipality. The payrolls submitted shall set out

accurately and completely all of the information required to be

maintain;d. The prime contractor is responsible for the submission

of copies of payrolls by all subcontractors' Each payroll submitted

shall 6e accompanied by a "statement of Compliance"' signed by the

contractor or subcontractor or his or her agent who pays or supervise

the payment of the persons employed under the contract and

certifyi;g all the information required under 5.5 (aX3XiiXB) (1) to (3)'

The N4unicipality did not required all contractors the required

documentation to ascertain compliance with such requirement'

The L4unicipality may have procured services from an organization

that is noi complyi;g wiih the applicable Department of Labor

regulations and could result in cost disallowances by the federal

awardingagencY.

The Municipality should require to all contractors whose contracts are

funOeJ *iti', C6BG awara that complies with this requirement and

should verify its compliance trough the designated municipal officer'

None

CATEGORY

NONCOI\4PLIANCE

TOPIC SENTENCE

CONDITION

CRITERIA

CAUSE

EFFECT

RECOIVI\4ENDATION

QUESTiONED COSTS
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MuNrcrpALrry oF VILLALBA, PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED.IUNE 30, 2O1O

FINDING

[/ANAGEIVENT RESPONSE

10-07

This situation has been partially solve because in some contracts

such information had been gathered, but there are construction
contracts that are not funded with federal money and therefore we do

not request this information. Nonetheless, we will instruct the

lvlunicipal Secretary to request the proper information in every

contract in order to comply with the Davis Bacon.

Responsible Person: l\4rs. Sara Robles

Contact Number: (7871a47 -2500
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lvluNrcrpAlrry oF VTLLALBA, PUERTo Rtco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEDJUNE 30,2O1O

FINDING

FEDERAL PROGRAM

10-08

COMI\4UNITY DEVELOPI\4ENT BLOCK GRANT/ STATE'S PROGRAI\4
(CDBG) (CFDA NO.74.228) DEPARTIVENT OF HOUSING AND URBAN
DEVELOPIVIENT PASS THROUGH STAIEOFFICE OF COIVII\4ISSIONER
OF IVIUNICIPAL AFFAIRS

COMPLIANCE

SPECIAL TESIS / REHABILITATIoN

Lack of internal controls and deficiencies regarding residential
rehabilitation activities

In order to test compliance with the rehabilitation special test
requirement we selected for testing ten beneficiaries' files which
rehabilitation costs amount approximately $37,799 or 7L% ol lhe
fiscal year rehabilitation expenditures. After performing the test we
noted the following deficiencles:

- ln four cases, on site visits and inspections during the
rehabilitation process were not peformed.

- All files examined lack required reports and evidence regarding
the completion ofthe rehabilitation works.

- All files examined did not include evidence regarding the receipt
of the construction material on the part of the beneficiary nor the
expense control register.

- ln addition, two files did not include evidence of panicipant's
disability considered in the eligibility determination.

As stated in 24 CFR 570.506(bX8) each recipient shall establish and
maintain sulflcient records to enable the Secretary to determine
whether the recipient has met the requirements of this pan. At a

minimum, the records for each residential rehabilitation activity
determined to aid in the prevention or elimination ofslums or blight in
a slum or blighted area: (i) The local definition of "substandard"; (ii) A
pre rehabilitation inspection report describingthe deficiencies in each
structure to be rehabilitated; and (iii) details and scope of CDBG

assisted rehabilitation, by structure.

Also, the aforementioned conditions were not accordingthe Nroderate

Rehabilitation Operational Guide established by the [4unicipality's
CDBG Program an April 2008.

Lack of an adequate sup€rvision over the duties performed by the
personnel in charge of the rehabilitation program and lack of
knowledge from such personnel.

CATEGORY

NONCOI\4PLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE



MuNrcrpAlrry oF VTLLALBA, PuERro Rtco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEDJUNE 30,2O1O

EFFECT The l\4unicipality could be subject to penalties from the State CDBG
Program or the Federal Government and be adversely affected in the
benefits they are entitled to receive in the future.

RECOI\4|\4ENDATION The CDBG Program must make sure that the personnel in charge of
the Rehabiliktion Program follow the process that has been
established in the l\4oderate Rehabilitation Operational Guide.

QUESTIONED COSTS None

|\4ANAGEI\4ENT RESPONSE The Federal Program's Director will be instructed to implement more
efficient strateges for the supervisor personnel in order to solve this
situation.

Responsible Person: [rrs. Sara Robles
Contact Number: (787)447 -25OO
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MuNrcrpALrry oF VtLLALBA, PUERTo Rtco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDEDJUNE 30,2O1O

FINDING

FEDERAL PROGRAA,I

CATEGORY

NONCOI\4PLIANCE

TOPIC SENTENCE

CONDITION

10 09

SECTION A HOUSING
(CFDA N0. 14.871)

COMPLIANCE

cH0tcE VOUCHERS PROGRAI\4

SPECIAL TESTS AND PROVISIONS

INCORRECT DEIERMINATION OF THE HOUSING ASSISTANCE PAYMENT

During the fiscal year 2009-10, [4unicipality's Section 8 Housing
Choice Voucher Program counts with approximately 84 panicipants.
ln order to evaluate participants' income eligibility, total tenants
payments and housing assjstance payments ("HAP") we selected for
testing 10 participants files ot t2% of Programs' total participants.
The test revealed the following deficiencies:

-ln two cases, unemployment income was not considered in the HAP

calculation for reexaminations made in February and April 2010.
The monthly amounts paid by these particapants $/ere understated by

$36.00 and $120, respectively.

-ln one case, the file did not include evidence o, income received by
the participant. An estimate amount was used in the calculation of
HAP payment.

The foregoing conditions are not in accordance with 24 CFR

982.541dXL4) which establashes that the PHA administrative plan

must cover PHA policies regarding the process for establishing and
revising payment standa rds, including afiordability adjustment.

Program's personnel is not following, gathering and obtaining all the
required documents that support amounts indicated on form 50058.
ln addition, HUD forms 50058 are not double checked once they are
electronically generated by a mechanism system in order to
determine any mistake made at the moment when the information
was entered into the system.

CRITERIA

CAUSE
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MuNrcrpAlrry oF VTLLALBA, PUERTo Rtco

SCHEDULE OF FINDINGS AND QUESIIONED COSTS
YEAR ENDEDJUNE 30,2O1O

FINDING

EFFECT

10-09 (CoNTNUED)

Housing assistance payment (HAP) amount could be incorrectly
determined by considering an amount not properly supported or
incorrectly determined- The Program might be making payments in
excess or below the corresponding HAP amount that may expose the
Municipality to cost disallowance and adveEely affect the
i4unicipality's ability to be awarded with future grants.

At the moment of determining HAP and TTP amounts, Program
personnel should adhere to the policies and procedures established
by HUD approved Program's Administrative Plan. The Program should
also revise its internal control procedures to obtain, and include in
the participant files, all the necessary information that support
amounts indicated on HUD 50058 forms.

The Section I Director made a proper evaluation with the information
provided bythe participant and in this case there was no difference to
adjust because the income used in the evaluation was for the correct
amount,

We strongly recommend to discard the situation commented in the
finding because there was no departure from the regulataons.

Responsible Person: N'tr. Luis Rios
Contact Number: (787)347 -1474

RECOMMENDATION

I\4ANAGE]VENI RESPONSE
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I\4UNIcIPALITY oF VILLALBA, PUERTo RIco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED IUNE 30,2O1O

FINDING 10.10

FEDERAL PROGRAM SECTION A HOUSING CHOICE VOUCHERS PROGRAI\4
CFDA NO. 14.871)

CATEGORY COMPLIANCE

NONCOI\4PLIANCE REPORTING

ToPIC SENTENCE ADMrNrsrRATrvE Cosrs Nor TNCLUDED rN THEVMS REpoRT

CONDITIoNS During our evaluation ofthe Vl\4S report we observe that the amounts
informed as administrative costs to HUD were understated by
approxjmately $37,913.

CRITERIA As required by HI.JD, the PHA must submits monthly the form HUD-
52681-8 - Vouchet fot Payment ol Annual Contriblnions and Oryating
Statement electronically lhrough the Voucher Management System
(VMS) on the same basis of accounting (full or modified) as the PHA
prepares its annual financial submission to HUD through the FASS-PH

system.

CAUSE Program personnel did not have adequate controls to assure that the
VNIS report is prepared accordingto program requiremenG.

EFFECT The amounts presented in the Vi/S report were not accurate and
according to HUD requirements.

RECOI\4|\4ENDATION Accounting p€.sonnel should implement adequate controls to
prepare accurate financial reports as required by HUD.

QUESIIONED COSTS None.

MANAGEI/ENT RESPONSE This was a clerical errcr which had been solve, therefore the Section
8 Director will be instructed in order to assure thatthis situation don't
occur again.

Responsible Person: Mr. Luis Rios

Contact Number: (7871A47'147 8
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l\4uNrcrpAlrry oF VtLLALBA, PUERTo Rtco

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED IUNE 30, 2O1O

FINDING

FEDERAL PROGRAI\4

CATEGORY

NONCOIVPLIANCE

TOPIC SENTENCE

CONDITIONS

1011

PUBLTC AND tNDtAN HOUSTNG (CFDA NO. 14.850)

COI\4PLIANCE

REPORIING

NoN{oi,4pLtANCE wrH REpoRTING REeUtREMENTS

ln testing compliance with the reporting requirements we determined
that monthly and quarterly reports regarding advances and related
expenditures and budget vs. actual analysis were not prepared nor
submitted to the Puerto Rico Public Housing Administration (PRPHA).

The following provisions of the l\Ianagement Agent Agreement
between the PRPHA and the Municipality establish:

The lvlunicipality shall monthly (within the 15th day of the following
month) submit ali required documentation to support expenditures
incurred against the approved budget lProvision 15.3].

The ltr'lunicipality will submit to the PRPHA a quarterly reconciliation
repon that will reflect all advances and expenditures made within
such quaner [Provision 15.5].

The N4unicipality shall prepare a quarterly report comparing actual
and budget figures for receipts and disbursements, and shall submit
each report to the PRPHA within 15 calendar days after the end ofthe
quarter cover (Budget v. Actual) [Provision 17.18].

24 CFR As.2O(a)lL) and (bX1X2) establish that fiscal control and
accounting procedures of the grantees must be sufficient to permit
preparation of reports required by the statues authorizing the granL

Accurate, current, and complete disclosure of the financial results of
financially assisted activities must be made in accordance with the
financial reporting requirements of the grant- Grantee must maintain
records which adequately identify the source and application of funds
provided for financially assisted activities.

Reports were not prepared and employee's lack of the knowledge
regarding some of the requirements per the ldanagement Agent
Agrcement.

This situation inhibits the PRPHA from monitoring the programs

financial performance. ln addition, the Program coutd be sanctioned
by the PRPHA due to the inaccurate filingoffinancial reports.

CRITERIA

CAUSE

EFFECT
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MuNrcrpAlrry oF VTLLALBA, PUERTo Rlco

SCHEDULE OF FINDINGS AND QUESTIONED COSIS
YEAR ENDEDJUNE 30,2O1O

FINDING 10-11(CoNTINUED)

RECO|I\4ENDAIION Reports should be provided to the PRPHA on a timely basis ancluding
all activity ofthe reporting period.

QUESTIONED CoSTS None.

MANAGEI\4ENT RESPONSE The accountant in charge of this process was instructed to take
notice of the situation mention in this finding and make the proper
arrangements in orderto comply with regulations.

Responsible Person: [,1r. Lourdes Barcel6
Contact Number: (787)€47 2500
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MuNrcrpAlrry oF VTLLALBA, PUERTo Rrco

SCHEDULE OF PRIOR AUDITS' FINDINGS AND QUESTIONED COSTS

YEAR ENDED.'UNE 30, 2O1O

(1) Audit Findines that have been Fully Corrected:

Finding Number
Questioned

CFDA Cost Comments

(2) Audit Findings not corrected or Panially Corrected:

Questioned
Finding Number CFDA Cost Comments

- o9{3 E

Illanagement
O9{4 Procurement 74.22a None Situation still prevails.

O9{5 SpecialTest and Provisions 74.22A None Situation still prevails.

Og{6suspension and Debarment 1-4.22a None situation still prevails.

O9{7 SpecialTest and Provisions 74.A7t None Situation still prevails.

O9{8 SpecialTest and Provisions 74.A7t None Pa rtia lly corrected
O9{9 Reponing 14.850 None Situation still prevails.

O8{3 Equiprnent anO Real Property 74.22a None Situation still prevai,s.

Iranagement
O&O4 Suspension and Debanment 1-4.22A None Situation still prevails.

Oa{7 Reporting 14.850 None Situation still prevails.

O7-O3 Suspenaion and De'bartment !4.228 None Situation still prevails

Om4 Suspension and Debartment 14.22A None Situation still prevaib.

(3) Corrective action taken is significantly different from corrective action previously reported:

NONE

(4) AuditfindinCs is no longervalid:

NONE

END OF SCHEDULE
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