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l1 MBNoozecItAMos
Contadores hibllcos Autorizados, C'S'P'

PO. sor 35 . Guayama, Pletlo Rico 00735

INDEPENDENI AUDITOR'S REPORT

HONORABLE MAYOR ANI] \/IUNIqPAL COUNCII

MUNICIPALTY OF V ILLAIBA, PUERTO R ICO

Wc havc aud ed the accompanying fioancial statcments of the govemmental activities' each major fund

,"aiji"r"*"iri"gfr"aiof;on;tio;ofthcMunrcrpalitvofvrllalba'PuenoRico 'r of and lor the vear

.na"a lune  O, Z6r t. *rtich collectiYelv comprise ihc N4unrctpalit, s basic financral stalements as listed

i, 
-ir." 

trH" of cortcDls. These finincial statcmenrs are $e r€sponsibility of the Municipalhy's

,or"g"In*r. Our respoflsibiliiy is to exprcss opinions on these financial smtemen's based on our audit'

Frceot as discr[sed rn dre lollouing para$aphs. we condur led ''ur rudil in accordance wrlh audiline

*raiia. e.r"t"lly **pred in rhe 
"U;iteJSl;ks 

of Amerrca and Ihe 'rxndards rpplicable ro llnancial

,"ii . *ri"ir.a i, coui-n.nt Auditjng Standards, issued hy the Comptroller General of the United

iiJ.. ft o." 
"t 

ra"tat tequire that we plan ald perform rhe rudrr to ohmrn rer'sonable assuance about

*triitrer *,e rinanciat statemints are free of mate nal m rssrarernenr. An.udrt includes examinrng, on a test

u".1., 
""iJ"*. 

*pp".f"g the amouflts and .lisclosrtres in the iinancial stnlements An audii also includes

".""t'trg-,f," ""lirinl"g 
pri ciples used and srgnificanl tslrmatcr rnadc bv management as well a5

""^ir"ilig 
,r'" "*-rr 

rinancial itatements presel;tron we believe thirt our uudtl provrdes a re'sonable

basis for ou. opinions.

The Municipality did Do! have complele, updated and accurate accouniing rccords of the capilal asseLs ifl

o.,i"iio ouli" ,uni"i".t and comperent ;videnlial mane. relaed to the capilal assets reported in the

""""*.".rinn "",...r, "f 
net asseis for 514.707'827 o€t of accumulaled dcpreciation of S10 199'140 as

;ir,;;ft. r"0 ii, il;" "*",", 
.r ,.r"p^";",." e\peosc \tared dr $ l lrl o3s for rh! )(ar rhen en'lrd'

i..""* i,f,. ;r",l"q*"y of the accounting recoros, we uere unrble to lor an opinron regarding the

capihlassets reported in the accompanying statemen! ofncl asscts'

The Municioalilv did nol mainkin compleLe and accurate records of all interfund transs^c'ions in thc duc

,l,m;;;'i;;;;;" ;;r-.. i"i 
'r" 

,i'*r vear 2010 I L rhcrerore se d'o nor erpres' an opinion on

such amounls preseotcd on the financial shtemeflts'

Be.:ruseofthesienificanceofthematlerdNcussedinthelhirdpamgraph.thescopeofourworkwasnot
:"ti"T#:";ii; ;;;; 

"-p 
.'" ",J 

*. a" nor erp'es' an opinion on rhe rrnxncrar pu'rr on or rhc

'",.*-.".r ".ti"ri.t 
oi u; Munrcipal:t) ot V;llalb; a' ol Ju; 10 201 I and the chan-ee' tn frnancial

il:iilll;#:#;;;'il;;"'-,t., .,a!J 'i ""r"'Inirv 
with accounring princiPres seneraLrv accepted in

rhe Unil€d Statcs olAmerica.

ln addition. in our opinion, except for the effects of such adjustments' if a'y' as might have becn

;;i;;';;;;;*"ry had we been aule io outain sufficilnr evidence to sarisfv ourselYes on the

i....i. ..r"""a ^ ,rt" lnierfund rransaction;in $e due fiom atrd due to actounts balancc' the finaflcial

ill".il[a;;;;;,i; ri,.ip",'e'pr' p*'""t r"irlv' in alt material respcts' the resp€crive nnancial

-.iri.n of each maior f0nd and rhe rcmarnrn; iund info;ition of r Municipaliry ol v'llalba is of June

HlHii#il?"""i;; ;,;;;r;i;;'";i p"snlon' $ereor ror dle vear then enrcd in 
'onromrirv

*im accounLlng priniiptes generally accepred in rhe lJnired Shres ot Arneflca



INDEPENDENT AUDITOR,S REPORT
Municipalir] of Vifl atba

As dcscobed in Nule I b lhe fin.1ncial srare
s,arem(nt \o. s4. Far../ B ,t;;,;;;;;:;;,;;;::,;;y,",y:,';,::,iil,y;:;::,rhi rrovrsiotrs or GAsB

In accordance sirh Go\emrnenr Auditino S,andirds. u( hdve rtso is.ued a rer,ort daled December 4,2011. on our consideutron of rhc \_,tun,.i;tirv.s In,"_"f -r*l o,., i,rr*;i;;;;;;; *r,** ,iL5 co,npr;ance wirh cednin pro\,(,ons oi r"".. ,.g,r,rion...",,,,;".;;;;;;.f;ili.,11,n"," 
uno o,n.,m3(ers. Thc purpose otthat repofl rs ro descri

rcponrng ,na'comp ance ,;; .n;;;:;;;;::.l;";:"ff "fJ,';;:l:r:,;Hffi#:Ti,H:l,llil:l
orcr r,nrnc,ar rcporrins or on comptia,,.c. rl,ar repn ,. ." r"l.f""i;:; #';;';;lii,,in",,,"a i"
::::15il:: ili,"?::i::n( 

Adtrririns srandcrd! ind 'h*r'j ; ;; i; ;;;,';.,i",1ii* il* *p"^ 
',

Accoundllg principtes genEra y rcceoLed in rha,**."^i,la,,ii.;"1,;;;;',;;il;;;:l:::llll:,flil;:li{:::i;..",ff$"j,T:I#1?:Hi:;
ro ,upplcmenr rhe basic rinarciar sraremeni. sut.rr :nr.,rmrrion. arffir, 

""i " i* "i,ii."i"l,. ri**;rstatcments, is requned by rhe Govemmeokr .r..o_,,"g s"^ar.d"-E"".a, *ii'"*,ri#'_. u. _ess.nuat pan of finarriat reponrne for Dlacine rhe basrc tlnsncrat ,r,.rn"ro in-i,"pp-p,*uoperalional, econornic, o. hisroricat conrexr.-we h;,. 
"ppi"a 

..""i, r_ii"j i.*.a"*. L ,r," .qr,*asupplemenrary informarion in accord,rNe wilh

"ia,.*".,ir,i.r,,",.,,;;;;il,H:";"1,;l;1i1"."i,il:::1iflTil:,1"ji.,,,:,1,,ft[",ilffi,]lf;,nd cornpaan! rhc intornririon for con.hren"\ q.ith mJnagemenrs re\po^* ,. o,r, i"iriri'"r, ,r,. o^i.
[T:::,^:':,".:.::-.ll."lnrr rnou redse t,c ;b,ain.a r*i,g,,,l,,i,i,.iii" ol#,n,i,.l"Jiji,"",*o

,nnr or Dror,ne an!,\surance oollle information because ahe limited proceduresdo nor prorio( us wrrh iulticrcnr cvracnce ro r,,pre* rn oprnron r,r provrde.rn! ilsumnce

Our aLrdit was conducted for rhe purposc of forming opinions on rhc financiat statements rhat collecti'etycomprise rhe Municipatjiy or vi arba.-\ basic frnirrclat 
",".*u. rh;-;;;;;;;;;r""ojr_",r, ,"os(heJrrc i. p"crn,(r i.,. purpo{e or rddirionlr in,r}s,s ind \ 

"", 
,.q,,,J p;";i;;: ;asic financia..rjrtcmenr.. T\e ac.omranlrnr Sch.dul. or E\pena.ir,.., or r"+*r ,q,io,a. ,..;;;;;;,;prrp.*. .,addirro,,rl anaty\is ns ,cqu,red hy u s orriee of Manrgem*, *a s,;s;, bi,";.;il:l o,0,,. orSrarA. Locrl Go\emmenr.. and No,r.pror,r orgarrizarron.. and rs at.o nor 

" 
,"*iia .n o, ,r,. U,i.finarcial sratemenrs of (he Municiparity. The Fria*,,r n^" s.r,.a,r" 

""a 
,r,. i",n"ii,i",oielp"no,,,.".

of Fed(rrt Asirds in rhe resDonsibrlu\ of ,rxnagernent and were derived fron, ona ,"iut" ai.."tfy ro ti,"lnderly,ng rcc,,unring arra orirer rec"ras used ro prcpare rhe financiar staremenrs. The informarion has

T:L:r{":l:o ro rhe rudrlng proceaures apptied i; the audir of the ri"r,.iri""*r"# r. *n,;,
l:li::.1'-pl::"i-i':., rncrud,n! comprrin. and.econcitins such information direclry to fte underlyine
lllllll,":i """.",..11"*rd\ Lr.ed ro prepare rhe rrnarciit (Laremenrs and oLher ddnionar Drocedurcs in
::".::11:..1.,1.,,"11,i,e :hr)dffd..senerar.\ accenr(d rn lhe I ni,ed sDre. or America. rn our opinion.rne rnrorm ron rs rrrrrv \riled in all mate.ral respccts i, relation to rhe fioancial srarements taken asa
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MI]NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCI]SSION AND ANALYSIS (MD&A)
FISCAL YEAR ENDED JUNE ]0,20I I

As management of the Municipality of Villalba (the Municipality), we offer readers the following

;i.";;.td il analysis of the i'lunicipality's financial activities reported in the accompanying basic

i.un"i"i .tut"r"no ut of an<l for the fiical year ended June 30, 201l We encourage readers to consider

ii" irf-r",i"" presented here in conjunction with additional information that is furnished in the

accompanying financial statements, which follow this narmtive'

Besides, this document includes comparative data with prior year as lhis information was available for the

fiscal year ended on June 30, 2010. This MD & A is prePared in order to comply with the Governmental

Accounting Standards Board (GASB) Statement No. 34, "Basic Financial Statements and

ManagemJnt's Discussion and Analysis_for State and Local Governments " and, among other purposes'

to provide the financial slatements users with the following major information:

. a broader basis in focusing importanl issues;

. acknowledgement ofan overview ofthe Municipality's financial activities;

. provides for an evaluation of its financial condition as of the end of fiscal year 2010-201 I comparcd

with prior year results;

. idenlification ofuses offunds in the financing oflhe Municipality's variety ofactivities and;

. asses management's ability to handle budgetary functions

FINANCIAL HIGHLIGHTS

G ov em nent- lYide II ig h I i8 ht s :

. The Municipality's total assets amounted to $29,003,108 al June 30' 2011, of which $24,508'687

(85%) consist oi capital assets (net of accumulated depreciation and amortizalion-of $ l0' 199,140)'

ift:,0+s (:Xl coniist of cash and cash equivalenls, $1,955,600 (?7o) consist of-cash with fiscal

ug"nt 1*hi"lt *" restricted principally for capital Projects and debt service) and $1,755'176 (6%)

consist of accounts receivable

. The Municipality's total liabilities amounted to $18'687,633 at June 30, 2011, of which $8'432'000

(45%) consis oibonds and notes payable, $ 1,864,829 (10%) consist of accounts payable and accrued

iiabiiities, $1,562,374 (8%) consiit of accrued compensated absences, $ 2,034,?61 (1lolo) consist of
unearned revenues. and $ 4,793,669 (26yo) cortsist of other long{erm debts'

. The Municipality's total assets exceeded its liabilities (net assets) by $ 10,315,475, al June 30- 2011'

. The Municipality's total revenues amounted to $15,268,812 for the fiscal year ended June 30' 201l'

oi *rrl"t Si,lzi,qa+ Q8v,) arcse from taxes, $10,574'772 (6gy) arcse from inlergovernmental

grants and contributions, and $366,056 (3%) arose from miscellaneous revenues and interest on

deposits.
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MLINICIPALIry OF VILLALBA
COMMONWEALTH OF PIJERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSrS (MD&A) (CONTINLED)
FISCAL YEAR ENDED ruNE 30. 20 I I

. The Municipalily,s total expenses amounted ro g14,17j,040, for the fiscal year ended June j0, 201I,of which $8,278,369 (58%) where incurred in p.o"iaing aire.t ie*i.J u'J'u"rliir,o 
",,ir"n, 

inrelation to public work, economic developmenr, l*fif, *a *"ff".", prifJ.if"l y, 
"uf,u." 

anarecreation,-tn addilion. tle Munhipatiry- incurred in S: rq,os: r rq"i;ilolomi-"""ffie., in irr.r"s,,srareo ro rrs rong-term obrtpatrons. and $5.960.7 tS (4 l%l in general govemment aitivities ro supportlhe.Municjpaliry's funcrions and programs. fhe Vuricipali!,s torai"*p"".* ir"iri. A.p*"ir,i",and amorrization of caphat assers in the amount ofS r,i::,6:s, io; t-hJi""J y*. 
"ra"o "rr* 

lo,2011.

. The Municipality,s total net assets increased by $g95,?72, during the fiscal year encted June 30,2011.

Goee rn nqhtal Fu hds' E ig hlights :

. 
Jl"_19,1 fund balances of governmental tunds amounted to g379,720,
$3,627,549 are restricred, commited and assigned, while ($3,247,S29)
fund.

. The fund balances ofgovernmental funds dicreased by $674,748, during the fiscal year ended June
30, 201 l.

OVERVIEW OF THE BASIC F'INANCIAL STATEMENTS

The purpose. of financial reporting is to provide external users of basic financial statements withtntormalron lhat \ itt help rhem to make decisions or dra$ conclusions abour lhe Municipalhy. Ihere dremany external parties that use the basic financlal statements of rhe Municipatity; troweier, ttrese parties
do not always l:y",!"I.! specific objectives. In order to address f,.?"i. oiu..r"y purt,", u.
.easonably possiblq the Municipality, in accordance,wirh required financiatr"portn!iiura".a., pre."nt.

$::-Y:fp:l:::.: ,l::,:.:,:^ .l* Anar)sis (MD&A) as an inrroducrion ro rh. iccJmpany,ns ba,icnnancat sTaremenls. 
_thts narrative represents an overview and analysis oflhe financial activitie;oflhe

Mrunrctpdtrl) tor the lrsLat )ear ended June 10. 2011. BeLau5e this MD&A is desiFFed lo focus on lhecurrent year aclirilies. resulring changes and currently kno$n facr\. ue encourage reiders ro consrder rhernlormarron presenred in rhis MD&A in conjunction with the additional infoimation fumished in the
accompanying basic financial slatements.

The Municipal,ty's basic financial statements include rn.ee componentsi (1) government_wide financial
statemeots (GWFS), (2) fund financiar statements (FFS), and (3j rot". ro tt"i"si" r*"ncial statemenE(NBFS). This report arso conrains additionar requirei informalion in aaa;tion to t_tre uasrc rnanc;at
statements themselves. These components are described below.

The basic fi nancial. statements focus on: (l) the Municipality as a rvhole (government_wide financial
reporting) and, (2) the Municipaliry's major individual go\,ernmenrar funds. B"orrr peripectives attow rtreusers to address releva questions, broaden a basis lor comparison g.* ro yiar-6i-gou".n 

"n, 
,ogovernment) and eniance the Municipal;ty,s accountability. The components" of the basic financial

statements are described below.

at June 30, 201 l, of which
are presented as unassigned

This Space Hus Been Lefi Btank htentiohau!
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MI ]NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINIJED)

FISCAL YEAR ENDED JIJNE 30, 2OI I

^)
Govertrment-Wide Financiil Statements

The G\traFS are composed of: ( I ) the statements of net assets (SNA) and (2) the statement of activities

(SA). These finaniial state-ents can be found immediately following this MD&A GWFS are

desilned to provide rea<lers with a broad overview of the Municipality's operations as a whole in a

.an_ner similar to private-sector businesses. These statemenls provide shorl_term and long-term

information about the Municipality's financial position, which ass;st the Municipality's management

to determine the ecooomic condition at June 30, 2Ol l. The GWFS are Prepared using methods that

are similar lo lhose used by mosl privale businesse'.

Both of the government-wide financial statements distinguish functions of the Municipality that are

principally sipported by taxes and intergovernmental activities (governmental activities) lrom other

h.,nctions it arare intenaed to recover all or a significant Portion oftheir costs tkough user fees and

charyes (b1^ iness -type act it'iti e s).

1. Ststement ofNet Assets

The purpose of SNA is to attempt to report all assets owned and aU liabilities owed by the

Municipality. The Municipality reports of all of its assets when it acquires ownershiP over the

assets and ;eports all of its liabilities when they are incurred. For example, the Municipality

reports buildings and infrastructure as assets, even fhough they are not available to pay the

obtigations incrirred by the Municipality. on the other hand, the Municipality repo(s liabilities,

such- as claims and judgments, bonds and notes payable, obligations under capital leases,

compemated absences and certain accounts payable and accrued liabilities, even though these

liabilities might not be paid unlil several fiscal years into the future

The diflerence between the Municipality's total assets and total liabilities reported in SNA is

presenled as /lea asrelt which is similar to the total owners' equity reported by " commercial

;nErprise in its fmancial statements. Atthough the purpose of the MuniciPality is not to

accumulate net assets, zis this amount increases or decreases over time, such amount represents a

useful indicator of whether the financial position of rhe Municipality is either improving or

deteriorating, respectively.

2. Stitement of Activities

The SA presents information showing how the Municipatity's net assets changed duringthe fiscal

year enied June 30, 2Oll, by presenting all of the Municipality's revenues.and expenses As

oreviouslv discussed. the items reporled in SA are measured in a manner similar to the approach

used by a com.ercial enterprise in that revenues are recognized when earned or established

".iter;a 
ur" satisfied, and expenses are recorded when incurred by the Municipality'

Consequently, revenues are reported even when they may not be collecied for several months

aft". the eni of the fiscal ymiand expenses are recorded even though they may not have used

cash during the current Year.

Although SA looks different from a commercial enterprise's income statement, the difference is

only i;format, not substance. Whereas the boitom line in a commercial enterprise represents its

net income, the Municipality reports an amount desctlbed as net change in 'el 
asse'r, which is

essentially the same concePt.



MTNICIPAIITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEVENT'S DISCUSSION AND ANAIYSIS (MD&A) ICON'I IMJFD,
FISCAL YEAR ENDED JUNE JO, 20I I

The focus ofSA is on the re, carl of.various 
-activities 

provided by the Municipality. Thestatement begins with a column thar identifies rhe cost oi each oiitre Vunl"ipafity,s malorfunctions. Another column idenrifies the revenues that are specinJti r"iuiii-to tr.," .f*rin"agovernmental functions. The difference between the expenses und .euenres related to specificfunctionyprogams identifies the exte ro which each function oftt" V*i"lputity a.u*. fro*general revenues or is self-financing llx.ough fees, intergovernmentui ri4 uniott", .ou.a". of

This statement also presents a comparison between direct expenses and program revenues for
each function ofthe Municipality.

GWFS and FFS present all ofthe Municipality,s governmental activities, which are supported mostly
by taxes, intergovernmental revenues (such as federal and state grants and contributions;, and chargefor services. AII services normally associated with lhe Municipifity frff into it i. 

""tagory, 
includ ing

culture, recreation and education; general governmenr; health and saniratioo; fublic satry; wetfare
and hou\ing assistance: and urban and economic de!elopment.

b) Fund Fitrancial Statements

The Municipality's FFS consist of: (l) the balance sheet _ governmental funds and (2) the satementof revenues, expenditures and changes in flrnd balances 
-_ 

governmental nrnas. ifrae nnanciul
statements report the financial position, the results of operarions of fte Municipaliry.s governmental
funds. wilh an empha\is on the Vunicipalily.s rnajor governmenral funds.

A firnd is a grouping ofrerated accounts that is used to maintain contror over resources that have been
segregated for specific activities or objectives. The Municipality, l,ke mosi oiher state ana local
governments, uJes fund accounting to ensure and demonstratt compliance with finance-related legal
requirements. Each fund is considered an independenl fiscal entity u""ornt"a io. *itt in a set ofself-
balancing accounts that compr;se its asseB, tiabitities, funa equity, r"""nr", ,na 

"rp"naitu."r. 
funa

accounting segregates funds according to their intended purpose and is used to ail management in
demonstrating compliance with legal, financial and contiaciual provisions. AIr oi the funds of theMunicipalily can be divided into two categories: governmental fu;ds and proprietary funds.

l. Governmental funds

Governmental funds are used to account for most of the services provided by the Municipality.
These firnds are used to account for essentially the same fi,rnctions repo(ei as governmental
activities in the GWFS. Unlike GWFS. rhe focus ofgoverrunental funds in the FFS is directed to
specific activities of the Municipality rather thari the Municipality as a whole; therefore,
governmental funds in FFS report the Municipality.s operatiors in mori detail than the GWIS.

Governmental funds in FFS provide a derailed shorFterm vie'J ofrhe Municipality.s finances that
assist in determining whether there will be adequate financial resources uruiluil" to _""t tf,"
current needs of the Municipality, which is, evaluating the Municipality,s near-tetm financing
requiremenfs. For fioancial reporting purposes! the Municipality classifies its governmental
tunds rvirhin the following types: (t) Generat Fund, (2) HUD iun;, (3) State Assignmenr Fund,
(4) Other Governmenral Fund.

8
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MTJNICIPALITY OF VILLALBA

COMMONWEALTH OF PLERTO RICO

MANAGEMENT,S DISCUSSION AND ANALYSIS (MD&A) (CONTINI,ED)

FISCAL YEAR ENDED JTJNE 30,20II

Governmental funds FFS are prepared on an accounting basis that is siSnificantly different from

;at used to prepare GWIS In gineral, governmental funds FFS focus on near_term jnflows and

outflows of expindable financiaaresources, consequently, they measure and account for cash and

other assets thit can easity be conve(ed to cash. For example, amounts reported on the balance

sheet include capital assets within a very short period oftime' bul do not include capital assets

such as land and buildings. Governmental fund liabilities generally include amounts that

normally are going to be paid within a short period after the end ofthe fiscal year' The difference

betwee; a tu;d's;tal a;sets and total liabilities is reported as the tund balance or deficit, and

generally indicates the amount that can be used to finance the next fiscal year's activities'

tite*i.", th" operating statement for governmental funds reports only those revenues and

expenditures thai were collected in cash or paid with cash, respectively, during the current fiscal

year or very shortly after the end ofthe fiscal year.

Because the focus of governmental funds FFS is narrower than that ofthe GWFS, it is useful to

compare the fund information presented for governmental funds with similar information

p.aa"nt"d fo, gor"-..rtat aciivities in the GWFS. By doing so, readers may befter understand

ihe long-term irnpuct ofthe Municipality's near_term financial decisions. Both the governmental

funds'-balance iheet and the governmental funds' statement of revenues, expenditures and

changes in fund balances provide a reconciliation to facilitate the comparison between

goveinmental funds and the governmental activities reported in the government-wide financial

statements.

The Municipality has four maior governmental funds. Each major fund is presented in a separate

column in the balance sheet - governmental funds and the statement of revenues, expenditures

and changes in fund balances governmental funds. The four maior governmental funds are: (1)

general fund, (2) HUD Fund, (3) State Assignment Fund, and (4) Other governmental fund-

Notcs to Basic Financial Statements

The NBFS provide additional information that is essential for a full understanding of the data

provided in the GWFS and FFS. The NBFS can be found immediately following the basic financial

Other SuDplementary Information

The basic financial statements are followed by a section of other supplementary informaiion

consisting of budgetary comparison schedule - general fund.

c)

d)

This Spuce Hos Bee LeIt Blank Intentiona !
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MTJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DTSCUSSION AND ANALYSIS (MD&A) (CONTTNUED)
FISCAL YEAR ENDED JT'NE 30,2OI I

F'INANCIAL ANALYSIS OF GO}TRNMENT-WIDE FINANCIAL STATEMENTS

The Municipariry's overarr financiar posirion and operations at June 30, 201 l and 2ol0 are summarized asroltouS. based on the tnlbrmalion included in the accompanying sralemenl ofnel assels:

Chang.CoYernn€nt.l Actiyiti.s

2011 2010 oh

Capital dsets, net

Curent liabilities.

lnng-lem obligarioN:

Due wiftin ore )rr
DE after one )€tu

Tolal liabilides

Invesred in opital 6sets,

$ 44%,42t

24.508,687

$ 4.926.829

23,r69,161

$ 28,096tm

3,634,104

1,789.170

t3.253.2t3

$ (45 r,408)

1.339.326

-9.160/0

5.18r/o

__i_1{9.'0L 887.918 3.16%

s 3,89,590

1.723.694

13,064,349

265,4a6

(65,476)

(r8&864)

1.31%

-3.66d/o

-t.43yo

$ 18.667.633 $ t8,676.467 $ lI,146 0.06%

s I5,t87,64E

3,337.808

(8,209,961)

$ 16,835,378

3.2a2,988

( 10,698,663)

$ 0.647,730)

54,820

2,488,682

-9.79/.

1.670/0

-23.0V/.

$ 10,315,475 $ 9.419,703 s 895,172 9.31%

At June 30, 2011, the Municipaljty,s current assets, amounting to $4,494,421, are mainly composed of
restricted and u estricted cash and cash equivalenrs ($7s1,645), rest;icte; cash witfr fiscat agent($1,955,600), and restricted and unrestricted intergovemmental giants ana co;riuutions receivabre
($1,75s,176).

The Municipality's non-current assets, amountin-g-to $24,508,6g7, at June 30, 201l, are substant;ally
composed of capital assets! with a cost basis of g34,707,g27, which are .eported net of accumulated
deprecialion and amorlization ol $ l0,loq.l40

At June 30, 201 1, the Muni€ipatity.s current Iiabilities amounting ro $5,623,284, are mainly composed of
unearned revenues {$2.014,761 r. accounrs p-ayable and accrued-ljabili;ies i$t,:OZ,9Aty, lnterest payaUte
{SiJ.4l4). jntergovernmenral payables ($501,434). UDearned revenues principally consist of unearned

t0



MTJNICTPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DTSCUSSION AND ANALYSIS (MD&A) (CONTINIJED)

FISCALYEAR ENDED JTJNE 30,20] I

revenues ass@iated with municipat license taxes and intergovernmental grants and contributions related

to state and federally funded grant programs

The Municipality's non-current liabitities, amounting to $ 14,788,043, at June 30, 2011, are mainly

"omposed 
oi pon;on aue w ith in one year of bonds and notes payable $ I ,723,694, and the portion due

aRer one year ofbonds and nole. palable $ 11.064.149.

Asnotedearlier,netassetsmayserveovertimeasausefutindicatoroftheMunicipality'sfinancial
position. The assets ol the Municipality exceeded liabi lities by $ I 0,3 1 5 '475 

at June 30, 20 I 1 ' The mosl

lignificant portion of net assets $ jJ37,8Og, at June 30, 201l, represents resources that are restricted for

delt servici payments and 1() finance the operations of federal and state funded programs The another

significant portion net assets $ 15,t8?.648, reflects the Mun;cipality's investment in capital assds (e'g'

la;d, buitdings, machinery, equipment, furniture, fixtures, infrastructure, etc.), net ofall related debt siill

outstanding i-hat was issued to acquirg construcl or improve those assels. The Municipality uses these

capital ass-as to provide services io irs citizens; consequently. these assets are not available for future

spinding. Although the Municipality's investment in capital assets is reported net of the outstanding

related iebt, the risources needad to repay that debt must be provided by other sources, since capital

assets cannot be used to liquidate these liabilities.

The remaining component of total net assets consists of uffestricted net liabilities amounting to

($8,209,981),;t Junt30,20ll. These unrestticted net liabilities are the consequence olprevious budgets

ihat did not provide sufficient funding for incurred lotg_term obligations, such as bonds and noles

payable, compensated absences, etc. Hislorically, a significant portion of such obligations has been

budgeted on a pay-as-you-go basis.

The total net assets of the Municipality increased by $ 895,?72, for the fiscal year ended June 30, 201l '

Such increase is due to the excess of total revenues $ 15,268,812' over total expenses $ 14,373,040,

including depreciation and amortization ofcapital assets of$ 1,233,938, for the fiscal year ended June 30'

2011.

This Space Has Been Lef Blank Intehtionall!
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MTJNICIPALITY OF VTLLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINLJED)
FISCAL YEAR E]\DED JTJNE ]0, 20 I 1

The following is a condensed presentat:on ofthe Municipality,s results of operations as reported in rhesralemenl ofactivitie5 lor the llscat yea15 ended June 10, 2bt I ;nd 20t0:

Gove rr. itr I Ac tiriri.r

Poem m- spec lf. opea rilg gE nb. nd

lbulprcsnm rcvcnues

Munrc'pa iceise raxes

UnEsrnrcd sEnc and coiriturbns

OlhergencdlEienues (!atuur

Tor.lsenealruvenues

Udrr and economE,l.yebpmcnr

Lrreest on bis-rem obEarions

Ne. ioc n,!€ (dcc Else ) in ne i

r_.r, !re 6j rr be 3 innins o f fisc, t

s 12 070 rl r) .lt0o1;

(i6.610) ,100 00"./4

r,294 jD ,126,617

s 15,163,3t2 S t6,tl1.3 t3

s 15,192,63&)

423,331

r2,.ls5.2ltJ

(r,612.510) -35 t,]o;

(lrr,626) -151%

101,735 30,12%

t]63.23i1

(?12.323) -17 30%

(lrr,elg) .4'r 33%

t r4,r71,010 s t9,t65,723

4,2t0.632 - 126.100,\

(3,3rr,em) -2614%

xer1ss'16'rrend0rriscrr1""'-Llll!{l 
_, jjjl.. . __,,y1 - '.*

As previously mentioned, the Municipality,s toial ner assers increased by $g95,?72, during the cunent
fiscal year. Approximarely 29r/o ($4,321,984), of the Municipatily,s totul'r.r"*", ii. ii. 

"u.r.nt 
n""ut

l-.11 :lT"_-!". property. municipal licensg consrrudion excise and sales and us€ taxes, white 69%($10,574,?72), resulted from restricred and unrestricted operating grants ana *""lUri;"r.._
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MTNICTPALTTY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINIJED)

FISCAL YEARENDED JIJNE 30,201I

TheMunicipality'sexpensescoverawiderangeofservices.ThelargestexpensesoftheMunicipaliiyfor
the fiscal year ended June 30, 20ll were related to: (l) general administrative and operating costs

($5,860,719), which were classified as "general government" and accounted for 41olo of total expenses,

i2) public safety ($901,251), which accounted for 6yo of to:€'l expenses, (3) public work ($3.501.934).

whi;h accounted for 25% oftotal expense, (4) health and welfare ($3,017'008), which accountedfor2l%
percent of total expenses (5) cutture and recreation ($590,556), which accounted for 4olo oftotal expenses,

iOl urban and devilopment ($286,620), which accounted for 2oZ of total expenses (7) interest on long-

teim $214,9S2, which accounted for loZ oftotal expenses- These expenses include dePrecialion ofcapita'

assets and deferred charges in the amount of $ I ,233,93 8, for the fiscal year ended June 30, 20 I I '

FINANCIAL ANALYSIS OF GO!'ERNMENTAL ACTIVITIES

Anallsis of Financial Posilio of Gowrnnunlal Fulds

As discussed earlier, the Municipality uses fund accounting lo ensure and demonstrate compliance with

finance-related legal requirements. The focus of the Municipaliry's governmental funds is to provide

information on near-term inflows, outflows, and balances of expendable resources. Such information is

useful in assessing the Municipality's compliance with finance_related legal requirements. Specifically,

unreserved fund bilance may ierve as a useful measure of the Municipality's net resources available for

spending at the end of the fiscal year.

At June 30. 2011. the total assets of governmental funds amounled to $ 11'9'75,237, which consisted

principally of: (l) cash and cash equivalents of $783,645 (77o), (2) cash in fiscal agent of $1,955,600

il6"/"), (3) municipal licenses, property and sales taxes, intergovernmental, accrued interests and other

receivables of $9.235.992 (17V.). Such assets include cash, cash equivalents and receivables that are

principally used for debt sewice, capital projects, encumbrances and other specific purposes.

At June 30. 2011. the total liabilities of governmental funds amounted to $11,595,517, which consisted

principally of: (1) deferred revenues of $2,034,761 (18%), (2) accounts payable and accrued liabilities

and anothir payables of$8,834,908 (?6%), (3) intergovernmental accounls payable of$503,434 (4%) and

matured bonds and interests due and payable of $ 222,414 (2%).

The total fund balances of governmental funds amounted to $379,720, at June 30, 2011, of which

$3,62?,549, are reserved for restricted, commited and assigned, while $ (3,24?.829) represent unassigned

fund balance. The fund balances of governmental funds decreased by $674,748' during the fiscal year

ended June 30. 201 l.

This Space Hqs Been LeIt Blan* Intentional!
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MTJNICIPALIry OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANAIYSIS (MD&A) (CONTINUED)
FISCAL YEAR ENDED JTNE 30,201I

TheJollowing table presents the condensed financial position ofgovernmental funds at June 10, 20l l and
2010:

Assets:

Total assets - major governmental funds

Total assets - other govqnmental funds

Combined total assets

Liabilities:

Total liabilities - major govemmenial
funds

Total liabilities - other governmental funds

Combined total liabiliries

Fu nd halances (deJicits) :
Reslricted - major governmental flmds
Restricted - other governmental funds
Committed - major governmental funds

Unassigned

Combined lotal fund balances

Total liabilities andJtu d bolances

11,595,5 t 7 12,12t,655

6,017,140

5,898,097

6,684,410

6.491,713

20lt 2010

t1.9',7 5.23 7 13,176,t23

6,921.082

4,674,435

1,507,t95

4,614,460

2,l,14,146

1,223,662

289,',7 41

(3,247,829)

2,28t,650
1,871,253

192,709

(3,291.144)

3 79,120 1,054,468

$ 11,9t5,237 t3,176,123

Major Governmental Funds

G!!ge+"+€+ Ihe GF is the principal operating tund of rhe Municipatity. The cF,s rotal assets
amounted to $4,441,948, at June 30, 2011. Such assets consist principally ofiil) Cash in commercial
bank ($69,302), (2) accounrs receivables and due recejvabtes from go;er;ment;l entiries (g63,92t), (3)
short-term amounts due from olher funds ($3,952,664), and (4) restri;ed c^f, m A*a 

"g*it:i:ifpOf f. 
'

TheCF's iotal liabililiesamountedto$6.591,822,atJune30,2011. Such tiabilir;es are composed mainly
of: (l) unearn€d revenues ($ l,?25,896), (2) due ro other funds (g3,574,264) urO 1:y u".ount. p"yutf" *a
accrued liabilities, including amounts due to other governments $1,291,662.
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MLNICIPALITY OF VILLALBA
COMMONWEALTH OF PIJERTO RICO

MANAGEMENT'S DISCUSSTON AND ANALYSIS (MD&A) (CONTINT]ED)

FISCAL YEAR ENDED JLINE 30' 2011

At the end of the current fiscal year, fund balance for restricted and assigned reached $ l'097'955'

unassignea Ona balance of the GF amounted 10 $ (3'247,829), white total fund balance rmched

($2,149,874).

HUD Fund- The HUD Fund total assets amounted to $212.472, at June 30' 2011, which consist

prin"ipiif of (t) totticled cash in commercial bank ($78,825) and (2) due from governmental entities

iSlZ:,Zs,il. rtri irUo rund total liabilities amounted to $133,342, at June 30, 2011, which are composed

rnainly ofil) accounts payable and accrued liabilities ($??,032) and (2) due to other funds ($56,310) At

ttre end of itri cu..ent nic;l year, the HUD Fund had total restricted fund balances amounted to $ 79,400'

State Assiqnment tr'unal (SAFI- The SAF total assets amounted to $l'422,450' at June 30, 201l, which

""*'rt 
,r"trly-f, (l) .*lricled cash in comercial banks ($46'235), (2) due ftom other funds ($1'306,117)

and (3) due tom other governmental entities ($?0,098). The SAF total liabililies amounted to $ 195,918,

at June 30,2011. At the end ofthe current fiscal year, SAF had tolal reslricted fund balance reached

$1,226,532.

Other sovernmental funds (OGF)- The OGF'S total assets amounted to $ 5.898,097. at June 30, 2011,

*hl'^h ""*ttt 
."lrtt)-f, (1) restricted cash and cash equivalents ($ 589,283)' (2) restricted cash in fiscal

agent ($1,599,539), (3) due from other funds ($2,268,146) and (4) receivables from intergovernmental

giants and contributions ($1,419,470). The oGF's total liabilities amounted to $ 4,674,435' al June 30,

iOll, *tti"t are mainly composed of deferred revenues ($308,865), accounts payable and accrued

liabitities ($381,186) and shonterm amounts due to other funds ($ 3,761'970). Artheendofthecu ent

fiscal year, oGF's total reserved fund balance reached $ 1,223'662.

ADaUsk ofOperati g Resultt of Gownrruntal Funds

Maior Governmetrtal Funds

!l9g!Ig!-lu!!! - The total lund balance of the GF increased by 578,646, during current fiscal year' Total

6iIor*p"nditr..t and olher financing sources (ne, amounted lo $10,671,733, S10,279,305, and

$313,782, respectively, for the fiscal year ended June 30, 201 l.

Approximately 35o/o ($3,731,292), of the GF's total revenues for the current fiscal year came ftom

pioperty, municipal license, construction excise and sales and use taxes, while 62% $6,574,385, resulted

irom intergovernmental grants and contributiom. Interest revenues, charges for services and

miscellaneirs revenues, a;ounting to $366,056, provided 3% oflhe total revenues for the current fiscal

year.

The largest expenses of the GF for the fiscal year ended June 30, 2011 were relaled to: (l) general

adminiirative and operating costs ($6,583,793), which were classified as "geneml governmenf' and

accounted for 64% ol totai expenses, (2) public safety $845,085, which accounted for 8% of total

expenses, (3) public works $1,lli?,836 which accounted for 12olo Percent oftotal expenses, (4) health and

wettare St,ilZ,Oft, which accounled for ll% of total expenses, (5) culture and recreation $519,913,

which accounted for 57o oftotal exPenses.

gUD-&!!! - The tota! tund balance of the HLID Fund is $ ?9,400, during current fiscal year' Total

revenues for the fiscal year ended June 30, 201I are $ 1.421,631.
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MTNICIPALITY OF VILLALBA
COMMONWEALTH OF PTJERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINUED)
|IS'AL YI AR INDI-Dru\L ]O,20I I

Total expenditures amounted to $ 1,409,554, for the 6scal year ended June 30,201l. HUD Fund totalexpenditures for the currenl fiscal vear came from h"rlrh -d*"If";; ;.;an icio"nomlc aevetopmenr to
$523,844 and $885,670, respectiv;ty.

State Assielment Fund (SAn- The rotal fund balance of rhe SAF decreased by $111,882, during
current fiscalyear. Total revenue amounred lo $82. t05, for rhe fiscaty"...na"Jjrn"iOl Zor r.

SAF'S total expendilures for the current fiscal year came from public Work $193,4g7, and culturg
recreative and education $500.

Other qover4m€ntal funds (OGF) - The total fund talance ofthe OCF decreased by $ 653,591, duringcuffent fiscal year. Total revenues and expenditNes amounted to $,Oa?,23{i, and $a,01a,603,
respectively, for the fiscat year ended June 30, 20 I l. Approximarely 58% (dt,7;5,6i4t, ofOCFt roral
revenues for the current fiscal year came from intergovernmental grants and i7:'t,OZS 1Z+2"; tiom feAeraf
grants.

The Iargest expenses of the OGF for the fiscal year ended June 30, 201 I were related to: (l) health and
welfare ($1,243,402), which accounred for 3 Lolo percent of totai expenses, 1Zy ,rlan ana economic
development ($208,578), which accounted for 5% of total expenses anl t:l puifi'",roit" <S f,S32,ata),
which accounted for 4870.

BUDGETARY HIGIILIGHTS

a) Getreral Fund

The final budget of the general lund for the fiscal year ended June 30, 2oll amounted to
$11,383,483. Over the course ofrhe fiscal year, the Muni;ipality revisea the ci,s budger in order to
include increases and decreases in revenues that were iden;i6ed'during the course of tlhe fiscal year
based on currerr devetopments thal positively affected rhe Municipali-ty,. fin;;;- The taws and
regulations ofthe Commonwealth mandate a balanced budget.

Tlle.total actual,revemres (budgetary basis) of the general fund for the fiscal year ended June 30,
201 I were g 10,325,406, which is 9% ($ 1,058,077), lower rhan the budgeted r;enues. In addirion,
the_ total actual expenditures (budgetary basis) ofrhe general fund for rh! fiscal year ended June 30,
2011 were $ 9,177,074, which is 17% ($ I.816.672 ). l;wer than rhe budgeted er.p'enditures.

The most significant fluctuations in acluar revenues occurred in comtruction excise laxes which had
actual revenues that were g 942,i73, lowet than budgeted. This fluctuation arise because a no
construction projects were, initiated during the current ye;r.

Also, the most significant fluctuations in actual expenditures and encumbrances occurred in general
government, which had actual expenditures and encumbrances that were $ 1,374,030, Iower than
budgeted.
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MI]NICIPALITY OF VTLLALBA
COMMONWEALTH OF PUERTO R]CO

MANAGEMSNT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINUED)

FISCAL YEAR ENDED JIJNE 30, 2OI t

CAPITAL ASSETS AND DEBT ADMINISTRATION

a) Capital Assets

The Municipality has invested $ 14,707,827 in capital assels used in governmental activities' which

hare un accumutated depreciation and amortization of$ 10,199,140, at June 30,2011- The net

capilal assets of governmenlal activities increased during the current fiscal year due to the current

fiscal year's 
"upitul 

uddition. $ 5,178,024, which were partially offset by the depreciation and

amortization expense $ 1,233,938 for the same period

b) Debt Administration

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

issuances, and through state and federal grants. The proceeds fiom bond issuances designated for

construction activities are committed in its entirety for such purposes and cannot be used for any olher

purposes.

At June 30, 20l l. the Municipality's total bonded debt amounted to $8,432,000, consisting of bonds

payable. Such debt is backed by lhe full fai$ and credil ofthe Municipality.

The following is a summary ofthe debt activity for the fiscal year ended June 30, 201l:

. Bonds payable decreased by 9% ($450,000) by the principal payments on bonds.

. The Municipality has also certain oulslanding noles payable due to CRIM ($1,7?1,806) Such

note payable dicreased by $55,560, during the currenl fiscal year mainly due to the principal

payments made during the same period

ECONOMIC FACTORS AND NEXT YEAR'S B1IDGETS AND RATES

The Municipality relies primarily on property and mun;cipal taxes as welt as federal and state grants to

carry out tie govemmental activit;es. Historically, property and municipal taxes have been very

priictable with- increases of approximately five percent Federal and State grant revenues may vary if
;ew glants are available but thi revenue also is very predictable. Those factors were considered when

preparing the Municipality's budget for the fiscal year 201l-2012.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Municipality's finances for aU of
the Municipality;s citizens, taxpayers, customerc, investors and credilors. This financial report seek to

demonstra; th;Municipality'siciountability for the money it receives. Queslions concerning any ofthe

information pfovided in this report or requests for additional information should be addressed to the

Municipality of Villalba, Department of Finance.
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

STATEMENT OF NET ASSETS
YEAR ENDED JL'NE 30, 2OI 1

Assets
Curlent assets:

Cash in cornmerchl bank
Cash in fiscal agent

Accormts receivable, net of allowance for douMulaccounts:
Propeny hxes
Intergovernmental

Sales tax

Miscellaneous

Total current assets

Notrcuraent assets:

Capital assets, net of accurnulated depreciation and
amortization of $10,199,140

Total noncrment assets

Total asseb

Current Lirbilities (due within one year):
Accounts payabb

Intergovernmental payables

Accrued interest payable on long-term debt
Uneamed tevenues

Current portion of long-term obligations:
Bonds payable

Other debts

Total currem liabilities

Noncurlent liabilities (du€ in morc than ore year):
Total liabilities

Net.ssets (liabititi€ s ):
Invested in capital assets, net of rehted debt
Restricted for:

Hud Fund

Debt service

State Assignment Fund

Special Revenue

Unrestdcted net liabilities

Total net asse6

$ 783,645

1,955,600

46,111

1,626225

5t$34
31206

4,494A21

24,s08,687

24,508,687

_I___2!03J9t

$ 1307981

503,434

s3414

2,034,761

28s,000

1,438,$4

ss232U

13,064,349

$ 18,687,633

$ ls,r8z648

'79400

'788,428

| 226,s32
1243A48

(820e981)

_!___lu]t1z5

The notes to Oe rtharrcial statements are an integral pa of this stateDqnl
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

STATEMENT OF ACTIVITIES
YEAR ENDED JLNE 30. 2OI I

Pos nR.Erues
Op.dtira Crpit.l N.tDPetrses

Chrrg€s for gdnts and gnDts.rd udCharyes
seni@s molributions stririhrions in NetAss.b

Cuhuc, rqmrion md eduolion

Urbon md ononic developMt
Inte6t on lo.eitm obligarion

Toial govflmental exvne
214,952

_!___!4sq

(r.628,3r2)
(1,02i,1,11)

(211,952)

1,370,164

345.224

156,056

12,294,412.

9,419,101

_!___rgli:lzl

1,50t.934

901,25r

1,388,1%

I 2973400 $ - i (11.194.6,10)

M u.aipal limse l*s

ConshcrDn @6e rffi

Cnmr od mnlributions, nol rstrded to sp6ific proeram

Tolal cmeml Bou6
Na chug6 in net 6sers

Net aseis d @Ding of the y @
Nel 6sels d the od ofrb. Ys

me noles lo the thtancial stalemefils arc an in(egral pa of thit staternenl.
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MUNICIPALITYOF vILLALBA
COMMONWEALTH OF PT]ERTO RICO

BALANCE SHEET. GOVERNMENTAL FLNDS
YEAR ENDED JLNE 30,2O1I

CenernFund HUDFund

olhs Torat
Govmotol covffidal

fund Fu.ds
assf,-rs

Due fom gorermoral mrnies
Toiit dsels

UABILIIIES

MdtrEd tonds due an'l pay.bh
Mdurei inlGc de d payrbk

Toral tiabilirrcs

FTJND &IIANCf,

Toral fund balsB (deficit)
TOTAL LIABIIITIIS AND ruND BATANCE
(Drtlcn)

3,901

134.224

1,725,396

6,591,322

13.247,8,9)
(2,149,374)

6,161

127.154

s 212.t42

56,110

l]3,142

79,400

79,400

' 
__a2JL

1,306,117

s t.42_2,450

61,53t

134,333

\,226.532

$ r.4:2.450

$ 53S,283

1.4t9170

103,M5

4,674,435

1,273,652

1,223,662

$ 733.645

1,626225

! .Lt 242lr

51,4t4

ll.595,5r7

13,u7.329)
119.720

t r1.975.237

The notes to thertnancial stcterrunts are a4 irrtegral pd o/this statemcnl.
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MTJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

\_ RECONCILTATTON OF THE BATANCE SHEET _ GOVERNMENTAL FUNDS TOTHE
STATEMENT OF NET ASSETS
YEAR ENDED J1JNE 30, 201 I

Aggregate fi,nd balance reported in the bahnce sheet - governmental funds S 379,j20

Crovenrnertal activities' amounts reported in the statement of net assels ard the bahnce
sheet - governmental fimds are different becausei

Sorne ofthe Mmbipaliys revenues will be colbcted after year-end but are not alailable
soon enough to pay the crmenl fEriod's expenditurcs- 46. I I I

Cap,tal assets (net of accumubted depreciltion) used in governmental activitbs are not
fnancial resouces, therefore! are not reported in the governmenal funds 24i08,691

The following lhbikbs are not due (rnature) in the cur-rent peri , ther€fore, are nol
reported in the govermental funG:

Bonds payabb

Convertibb Line of Credit

Notes payable to Mmicipal Revenue Collection Cefter (CRIM)
\- compensated atsences

Other Debts

Net assets as reported in the accompanying statement ofnel assets

-a:;-

The fiotes to lhe fina cial statements arean integral part ofthis staternent.

(8263,000)

(1,550,000)

( 1,111,806)

(1562374)

( r171,863)

$ 1q.ry25

2t



MTJNICIPAI-ITY OF VILLALBA
COMMONWEAITH OF PTJERTO RICO

STATEMENT OF RE\€NUES, EXPENDITL'RES AND CHANGES IN FTJND BALANCES _
GO\GRNMENTAL FTJNDS

YEAR ENDED JTJNE 30. 20 I I

Go€,]rcnul
Frds

RE}'ENUES

cmtution excise bres

Intercfttmnhl sa s ard cotnllriE:

D(Pf,NDITURf,S

Cun@. recE.iim .rd .dEarin
C(r,miry D.whFEt
Urbor md ecl),mi d€kbFE

Erc*s (DefEaEy) ol RewN! Mr cxFidihs

OTHER IINANCING SOURCES (US$)
T6Efer h fiw oiltr fuxls
lmfer dn b orEr ful&
Pde& lm &ht isswe

Td.l otlr. FiMEiry sdr.es (et

$ ,1416

283!05

731.0N

""::

$ 1,t24.053

]/s221
975573-

2.t52,653

3,421114

366056

I 15222,701

3313,731

514,61

214952

15391j49
(674:743)

.

.
s 10,671,711

1,137,316

519,9t:l

l0:?r3rr
192,,t23

s r..1:r,6ll s 3:,105

*Y

.

t'

s 3!47230

142J1

ro,:zt

2t4952
4p14.603
( 1.3Tt)

"rr-:

r,109,554

12,019 (r l r,382)

0lrJ82)

(313J32)

NETCHANGE IN FUND BAI-ANCES (Df,TICITS) 74.646

FTJND BAI-ANCf, (DEIICIT) AT BEGINNING
oFYf,AR t 23520)

]l1J32
(r3JUJ

311,782

(651,591) (674.743)

l,8rr5l 1,054.,t63

:-1ry..ry.

[*ont-"-""

6?,121 r.ll3Irl

! 2l!q ! r44!ta

The hotes to the rthahcial statenehts arc ar, integral ps of this atemenl

22



MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PIIERTO RICO

RECONCILIATION OF THE STATEMENT OF REVENIJES, EXPENDITTIRES,

AND CHANGES IN FLJND BALANCES OF

CO\€RNMENTAL FTINDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE ]0. 2011

Ner change in ind babrces- tot.t Epvemnial lilds $ (674J48)

Govemnfi al adntbs amomls rcported i 0E statemnt of actntbs a ile statemnt of RevenEi

exFDdihfts aid chanses in n d bahnces gowl]trnlal fiqb arc difleeit be cace:

Rewnues in tlE slalereltr of Activibs that & nor trsile cwot ftuncial resowes arE ml
Epo.red 6 rerenws i! the fdxls 46.111

Corsmntal liDds rcpofl capilal c nh,s 6 elpeldir@s. Howeve.. in ihe Slalercni of Activilies lhe cost of

thce asels b auo.ated ovs then estimaied setul lives and rcporled as &Feciati@ er?e6e. In tlE cur€n1

p.rirl rhese arMts m:

G}€ren|1 Adivni.s:

Capilaloutby U13264

D.N.sLir ErENe ( l2j3.el8)

Exces of Capilal Ouday over DeF€.lrtn ExpeNe $39326

Stm expeises repoded in lhe Sralemnis of ActivGs do *x rcquirc lhe se of cmit f!]Nblremes md

UErefG aE mr reported as expendiEres in goremntd tutrds. These ac&nEs cons6t ot:

Decree in CoopeBrted Abcenes
Incresde b Olher Debl

Total Ad{hion!, E\p.ndi[res

24424t
(5r3.158)

Repa)trnl of Fincipal of kme'tem obliqatiN b m eilendauts in the goveltwnial nnds' htt lhe Eparmnt

re&ces lo.a-rem tiabilities ir lhe sldlemnt of ftt 6sets

Net changes in rel asels eported n $e accmPordng stalements of actiites

f

The toEs to the lina cial stalements irc an integrul pa of this slatemenl.

l2s9t1)

450,04

s 8951n

23



MLNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30. 20 I]

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Municipality ofVillalba, puerto Rico (Municipality), is a local municipal government constitutedin 1917 in the Commonweahh of puerto Rico. The Municipatiry f,* rufj f"il.f"ii"", f.iscal and all
other governmental powers and responsibililies expressly assigned by Law-No. gl of August 30,
1991, as amended. known as Autonomous Municipatines Ad ;f the iommonweakh of pue-rto Rico(Act No. 81).

The Mmicipality's governmental system consists of executive and legisiarive branches. The
Constitulion of the Commonweakh of puerro Rico lthe -Commonwjrh..; provides for the
separation_ofpowers ofthe executive, Iegislative andjudicial branches. A Mayo;, ;lected every four
years by the citizem, exercises the execulive power of the Municipality. The legislative power is
exercised by the Municipal Legislature, which is also elected every iour years. The General Justice
Court System of the Commonwealth, which has jurisdiclion over the Municipality, exercises the
judiciary power.

The l4unicip_ality assumes responsibility for providing services to its citizens related to public
housin& welfare, public safety, hmhh, sanitation, education, culture, recreation, urban and economic
developmenl, and many other general and administrative duties.

The accounting policies ofthe Municipality conform to Accounting principles Generally Accepted in
the United Srates of America (cAAp) as applicable to governinental units. The followi;g is a
summary ofthe more significant ofsuch policies.

a) Financful Reporting Model

The accompanying basic financial statements present the financial position of the governmenlal
activities, each major governmenlal funds, and the aggregate remai;ing firnd information ofthe
Municipality at June 30, 201l, in conformity with Accounting princip[s Generally Accepted in
the United Srares ofAmerica (cAAp), as prescribed by the Covernmental Accouniing Stindards
Board (GASB). In addition, the accompanying basic financial statements present thtchanges in
the financial position (results of operations) of the governmental activhies, each 

-major

goverrnnental fund, and the aggregate remaining fund information for the fiscal year ended June
30, 2011 in conformiry with cAAp.

The minimum required financial statement presentalion applicable to the Municipality is
composed of the foltowing elements: (l) governmenrwide iinancial statements (GWFS), (2)
governmental fund financial statements (GFFS), (3) notes to basic financial statements, and (4)
required supplemenrary information (RSI).

RS1 consists of: (l) a Managemenr,s Discussion and Analysis (MD&A) and (2) a budgeiary
comparison schedule - generat fund. RSt is unaudired supptemenrary informarion r€quned by
GAAP presenled along with, but separate from, the Municipiiity,s basic financial statements.

The MD&4 is a nafiative report thar introduces the accompanying basic financial siatemenrs and
provides an anal),tical overview oflhe Municipality,s financial activities for the fiscal year ended
June 30, 2011, based on the Municipality,s knowledge ofthe transacrions, events and conditions
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30, 2OI I

b)

4

reflected in the basic financial statements. The MD&A also hightights certain key fiscal policies

thal control the Municipality's operations-

The budgetary comparison schedule - general fund, is also included as other required

supplem;ary information which have been subjected to the auditing procedures applied in the

audit ofthe accompanying basic financial statements as ofand for the fiscal year ended June 30,

2011.

F inanctuI Reporling E ntil!

The accompanying basic financial statements include all departments, agencies and municipal

entilies that: (l) are under the tegal and administrative control ofthe Mayor and (2) whose funds

are under the legal custody and control of the Municipality's Director ofFinance and Budget, as

pescribed by Law No. 81.

The Municipality's managemenl has considered all potenlial component units for which it may

be financially accountable and other legally sepamte organizations for which the nature and

significance of their relationship wilh lhe Municipality may be such that exclusion oftheir hasic

financial statements from those of the MuniciPality would cause the Municipality's basic

financial statements to be misleadingor incomplele.

The Municipality's management has concluded that, based on lhe criteria set forth by GASB
Statement No. 14 - The Financial Repor"rr'"8 E liry (GASB No 14) and GASB Statement No. 39

- Determining Whether Certain Organizdtions are Compone t Unrr (GASB No. 39), there are

no legally separate enlities or organizalions that should be reported as component units of the

Municipality as ofJune 30, 2011 nor for the year then ended.

Gover,l rwnt-h)ide Financ ial S tate menls

The accompanying GWFS are composed of: (l) the staiement ofnel assets and (2) the statement

of activities. These financial statements do not report fund inlormation but rather report

information of all of the Municipality's governmental activ;t;es. These statements are aimed at

presenting a broad overview of the Municipality's finances through reporting its financial

position and results ofoperations as a whole, using methods that are similar to those used by most

private businesses.

The focus ofthe GWFS is not on compliance with budgets, regulatory requirements or on the use

ofavailable or currently expendable financial resources (referred to as fiscal accountability), bul

on operational accountability information about the MuniciPality as a single economic unit

Operational accountability is the Municipality's responsibility to report 1o the extent to which it

h;s met its operating objectives efficiently and efrectively, using all resources available for that

purpose. lt iocusei on the Municipality's principal operating objective, which is to provide

services to its citizens.

The accompanying statement of net assets provides short_term and long-term information about

the Municipality's financial posftion and condition by presenting all ofthe Municipality's assets

and liabilities, with the difference between these two items reported as "nei assets" (equity).
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JLNE 30,20I I

Thh.staaement assists management in assessing the level of services lhat can be provided by the
Municipality in the future, and its ability to meet its obligaliom as lhey be"o." a'r". in uaalt;on,
this statement reports the exlent to which the Muniaipality has invested in capital assets,
including infrastructure, and discloses legal and contractual resi.ictions on resou.ces.'

Net assets are classified in the accompanying statement of net assets within lhe following thee
calegories:

. Invested in capital assetsj uet of relatcd debt These consist of capital assets, nel of
accumulated depreciation and amortization, reduced by the outstanding'balances oi bonds,
notes and other debt that are attributed to the acquisition, construction- or improvement of
those assets. For the purposes ofdetermining the outstanding debt anributed to iapital assets,
the total long-term debt related to the acquisition. construition or improvemeni of capital
assets have been reduced by any related unspent debt proceeds and any related unamorljzed
debt issuance costs.

Restricted net assets - These consist of net assels restricted by external pa(ies (such as
creditors, gtantors, contribulors, laws or regulatjons of other goveinments, erc.), or na assets
lor \.rhich consrraints are imposed by conslitulional provisions or enablina leaislalion.
Enabling legislation is defined as legistation that aurhoriies the Municipatity tJasslss, Ievy,
charg€ or otherwise mandate payment of resources (from external resource providers;.
Enabling legislation establishes restrictiom if it includes a legally enforcmble r;quirement
that those resources be used only for the specific purposes stipulated in the legislati;n.

The classification of restricted net assets identifies resources that have been received or
earned by the Municipal;ty with an explicit understanding between the Municipality and the
resource providers that the resources would be used for specific purposes. 

- 
Grants,

contributions and donations are often given under those kinds of;o;dftions. Bond
;ndentures also often limit the use ofbond proceeds to specific purposes.

Internally imposed designations of resources, including earmarking, ate not reported as
restricted net assets. These des;gnations consist of management's plam for the use of
resources, which are sr.rbject to change at the discretion of the Municipai Legislature.

Unrestricted net assets - These consist of net assets that are neither externally or legally
restricted, nor invested in capital assets. However, umestricted net asset; often are
designated to indicate that management does not consider them to be available for general
operations. Urrestricled net assets often have constraints that are imposed by managiment,
but can be removed or modified.

When both restricted and uftestricted resources are available for use. it is the MuniciDalirv,s
polic) ro generally use resrricted resources firsl. and lhen unrerrricted resources as r'hey'are
needed.

The accompanying sratement ofactiviries presents the results ofthe Municipalily,s operations by
showing how rhe Municipality,s ner assets changed during the year ended .lune iO, Zbtt, using a
net (expense) revenue format. This statemenl presents rhe cosl of each fundior/program as well
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINI]ED)
YEAR ENDED JUNE 30, 2OI I

as the exlent to which each of the Municipality's functions. programs or other services either

contributes 1o or draws from the Municipality's general revenues (such as property taxes,

municipal license ta.xes, comtruction excise taxes, etc.).

A function/program describes a group of activities thal are aimed at accomplishing a major

service or regulatory responsibility. The functiontprogams reporied in the accompanying basic

{inancial statements are: (l) general government, (2) urban and economic developmenl, (3)

public safety, (4) heatth and welfare, (5) culture, recreation and education, and (6) public works'

The governmental operations of the Municipality's departments and operational units are

classified within the following functions/programs in the accompanying basic financial

statements:

Geneml Govertrm€nli
Municipal Legislature

Mayor's office
Department ofFinance and Budget

Deparlment of Human Resources

Department of Municipal Secretary

Department of Internal Audit

Public Works:
Department of Public Work
Department of Recycling Services

Public Safety:
Department of Municipal Police

OITice of Emergency Management

Health atrd Welf.re:
Department of Elde.ly Affairs

Culture and R€creatiotr:
Department of Recreation and Sports

The statement of activities demonstrates the degree to which program revenues offset direct

expenses of a given functiodprogram or segments. Direct expenses are those that are clearly

identifiable with a specific funct;on, segment or operational unit. This slatemenl reports revenues

in two broad categories: (l) program revenues and (2) general revenues.



MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINI]ED)
YEAR ENDED JUNE 30. 20I I

Progam.revenues are generated directly from a prcgram itselfor may come from pa(ies oulside
the Municipality's taxpayers or citizens. In the stat;ment of activities, program revenrres redu""
the costs (expenses) of the functiorl/program ro arrive at the net cost ofihe 

-funclior/Droqam 
that

must.be financed from the Municipality,s general revenues. The accompanying srat"ement of
activities separately reports the following categories of program revenues:

. 
thalses for services These generally consist of exchange or exchange-like transactions
involving charges to customers or applicants who purchase, use or direciiy benefit from the
goods, services or privileges provided, or are otherwise directly affected by the services.
Thes_e include fees charged for specific services, charges for licenses and permits, and fines
and forfeilures, among others.

. Progrrm-specific capital atrd operating grants and contributions _ These consist of
transactions that are either mandatory or voluntary non-exchange transactiom with other
governments, organizations, or individuals that restricl the resources for use in a Darticu,ar
program. Capital gl,ants and cootributions consjst of capital assets or resources that are
restricted for capital purposes - to purchasg construct or renovate capital assets associated
with a specil'jc program. Operating grants and contributions consist of resources that are
required to be used to finance the costs ofoperating a specific program or can be used either
for operating or capital purposes of a specific program. Restricted capital and operating
grants and contributions are program revenues because they are specifically attributable to a
program and reduce the net expeme ofthat program to the Municipality. They are reported
net of eslimated uncollectible amounts.

General revenues are the default category for revenues. It ;ncludes all revenues and gains that do
not meel the definition of program revenues. property taxes, municjpal license taxes, sales taxes
and construction excise taxes are reported as general revenues. All other nontax revenues
(including uffestricted investment eamjngs, granls and contributions not restricted lor specific
programs and miscellaneous revenues) that do not meet the definition of program revenues arc
classified as general revenues. Resources that are dedicated internally bi th; Municipality are
reported as general revenues rather than as progam revenues. AII generai revenues are reported
net of estirnated uncollectible amounts, which are recorded as reduclion ofrevenues rather than
as expemes.

The general goternnenl functior/program reponed in the accompanying statement ofactivities,
includes expenses that are, in essence, indirect or overhead expenses'ofihe Municipality,s other
functions/progams. Even though some ofthese costs have been charged to othe; fun;s in the
governmental fund financial statements as indirecl cost allocations permitted under some federal
programs, the_Municipalily has reported these indirect expenses as direct expenses ofthe general
government function. Accordingly, the Municipality does not allocate general goveinment
(indirect) expenses ro olher functions.

The effects of all interfund governmental activities (revenues, expenditures and other financing
sorrrces/uses among governmental funds) have been removed from the accompanying statements
of net assels and activities.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JT]NE 30,20I I

d)

The Municipality classifies all of its activities as governmental activities in the accompanling

GWFS. These are activities generally financed though taxes, intergovernmental revenues and

other non-exchange revenues that can be used to supPort the Municipality's programs or

services. These governmental activities are also generally reported in the governmefltal fund

financialstatements.

The Municipality has no fiduciary activities, which are those in which the Municipality would be

holding or managing net assels for specific individuals or other external pad€s in accordance

with trust agreements or other custodial arrangemenls. In addition, the Municipality has no

operations or activities that are primarily financed and operated in a manne. similar to private

business enterprises, where the costs of providing goods or services to the general public is

financed primarily through user charges.

Govenmen al Ftnd Finalcial Staren rnts

The accompanying CFFS are composed of: (1) the balance sheel - governmental funds aDd (2)

the statement of revenues, expenditures and changes in fund balances - governmental funds.

These financial statements report the financial position and results oPerations of the

Municipality's governmental fuods by preseoting sources, uses and balances of current financial

resources. Some of these financial statements have a budgeiary orientation and focus Primarily
on: (l) the Municipality's major tunds, as defined below, (2) the fiscal accountability and (3) the

individuat parls of the Municipal;ty's government. Fiscal accountability represents lhe

Municipality's respoisibility to justify that its actions in the currcnt year have complied with
public decisions concerning the raising and spending of public moneys in the short term (one

fiscal year).

Each governmental fund is considered an independent fiscal entity accounted for within a set of
self-balancing accounts that comprise its assets, liabilities, fund equity or deficit, revenue and

expenditures. The accompanying GFFS segregate governmental funds according to their

intended purpose and are used in demonstrating compliance with le9l, financial and contractual

provisions. The minimum number of governmental funds is maintained consistent with legal and

ielf-imposed managerial requirements estabtished by the Municipality. For financial reporting

purposes, the Municipality classifies its governmental funds within the following categories:

. General fund - The general fund is the Municipalify's main operating fund and a major

governmental fund, as defined below, used to account for all financial resources and

governmenlal activities not accounted for and reported in another fund. It is presumed that

the Municipality's governmental activilies have been reported in the general fund except for

transactions for which one of the following compelling reasons has required the use of
another tund: (1) legal requirements, (2) GAAP requirements or (3) lhe demands of sound

financial administration requiringthe use ofa governmental fund other than the general fund'

. HUD Fund --This is the fund used to account for all the kansactions of the HLID Awards.

The primarily objectives of this program is the development of viable communities by

providing decent housing, rent assistance! a suitable living environment and expanded

economic opportunities, principally for persons of low and moderate income. The uses and

Iimitations ofeach Hud fund are specified by federal stalutes
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' srNeAssignment Furd - This is the lirnd used to account for alr the rramactions ofthe state
Assignment by Legislature Resolutions. The primarily objectives of this assignments is to
development of minor projects on communities, not-for_profit organizationJand indirect
assignment to persons oflow and moderate income.

. Othet Goyemmental Fu ds - o/th"., Govermental Funds are all non_major govemmental
funds, used by the Municipality to account for the proceeds ofspecific r;nue-sources that
are_restricled or committed to expenditure for specified purposes. The uses and limitations of
each fund are specified by municipal ordinances or fedeial and state statutes. However.
resources restricted to expenditue for purposes normally financed from the general fund are
reported in rhe Municipaliry,s general tund provided that all applicable tegal iquirements are
approprialely satisfied. In this case, other governmental funas to account foi such kind of
transactions will be used only iflegally mandated.

The focus of the governmental fund financial statements is on major funds, which generally
rep esent the Municipality's mosr imporrant funG. Accordingt,, rhe Municipality is reluired to
segregale govemmental litnds among major and nonmajor within the governmenial fund
financial statements. Major ;ndividual governmental funds ;re reported indiiidually as separate
columns ;n the governmental fund financial statements, while data from ail nonmajor
governmental funds are aggregated into a single column, regardless of fund type.

By definition, the Municipality,s general fund is always considered a major governmental fund
for financial reporting purposes. In additiorL any other fund is considered-a major fund for
financial reporting purposes if its total assets, liabilities, revenues or expenditures of that
individual govemmental fund are at least lO percent ofthe coresponding element total (assets,
liabilities, revenues or expenditures) for all governmental funds. For thi purposes of applying
the aforementioned major fund criteria, no eliminations of interfund balances-have been made.
Total revenues for these purposes means all revenues, including operatinB and nonoperating
revenues (net ofallowances), except for other financing sources. Tltal exlenditures for these
purposes mean all expenditures, including operating and nonoperating exp;nditures, except for
other financino us4

gased on the ltorementioned crireria, the Mmicipality,s major governmental funds reported in
the accompanying govemmental fund financial statements ari: (lj rhe general fund, (2) ihe HLID
firnd, and (3) the state assignment fund.

General fuhd - The Eeneral fund is the Municipality,s main operating fund used to account for
all financial resources and governmental activities not accounted fo; and reported in another
fund.

EUD Fand -This is the fund used 10 account for alt the transacaions ofthe HUD Awards. .t 
he

primarily objectives of rhis program is rhe developmenr of viable communities by providing
decenr housing. renl as5islance. a suitable living envjronment ana expanaj !conomic
opportunities, principally for persons oflow and moderate income.
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Stote Assignmefit Fund - This is the fund used to account for all the transactions ofthe Stale

Assignrne;t by Legislature Resolutions. The primarily objectives of this assignments is to
deveiopment of minor projecls on communities, not-for_profit organizations and indirect

assignment to persons of low and moderate income.

e) Measurcueht Focus and Bosis ofAccountifig

Government-wide frtrancial statements - The accornpanying G\WS are prepared using the

economic resources measurement focus and the accrual basis of accounting Subjecl to the

additional rules and limitations detailed below, revenues (including interest income) ale
generally recorded when earned and expenses are generally recorded when a liability is incurred,

regardless of the timing of related cash flows.

AII revenues, expenses, gains, losses, assets and liabilities resulting from exchange and

exchange-like transactions ate generally recorded when the exchange takes Place. In exchange

transactions, each party to the transaction re€eives and gives up essentially equal values.

An exchange-like transaction is one in which there is an identifiable exchange and the values

exchanged, though related, may not be quite equal. Nevertheless, the exchange characterislics of
the exchange-like transaction are sfong enough to justify trealing it as an exchange for
accounting purposes (examples include fees for licenses and Permits, charges for services, and

miscellaneous revenues, which are recorded ats revenues when collected because they are

generally not me3surable until actually received).

All revenues, expenses, gains, losses and assets resulting from nonexchange transactions are

recorded using the criteria set forth by GASB Statement No 33, Accounting and Financial
Reporting for Nonexchange Tronsactions (GASB No. 33). In a nonexchange lransaction, the

Municipality gives (or receives) value without directly receiving (or giving) equal value in return.

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

essentially equal values. The Municipality grcups its nonexchange transactions into the

following four classes in the accompanying basic financial statements: (a) derived tax revenues'

(b) imposed nonexchange revenues, (c) government mandated nonexchange transactiom, and (d)

voluntary nonexchange transactions.

In the case of derived iax revenue transactiolrs (such as municipal license taxes), which result

from assessments the Municipality places on exchange transactions' receivables and revenues are

recorded when the uoderlying exchange has occurred (that general,y is' when the taxPayers' net

sales or revenues subject to tax take place).

In the case ofimposed non-exchange reveue lransactions (such as property ta"{es)' which result

from assessmenti made by the Municipality on nongovernmental entilies, including individuals,

other than assessments on exchange tramactions, receivables are generally recorded in the period

when an enforceable legal claim has arisen. Property taxes are generally recorded as revenues

(nel ofamounts conside;ed not collectible) in the period when resources are required to be used

or the first period that the use ofthe resources is permitted

Government-mandaled non-exchange transactions (such as grants and contr;butions) result when

a govemment at one level (such as the federat or slate government) provides resources to another
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government (such as the Municipality), and the provider government requires the recipient
govemrnent to use those resources for a specific purpose or purposes established in the
provider's enabling legislation. In these rypes of trans;ctions, re.eivables and revenues are
generally recorded as follows:

. For reimbursement-type (commonly known as 
..expenditure_driven 

awards,,), receivables
and revenues are recorded when all eligibility r;quirements imposed by ihe provider
have be€n-met. The Municipality must expend risot,.ces on the specihc puipose or
project before the provider reimburses any amounts. Revenue is, therefore, gtnerally
recognized as qualifying reimbursable expendilures are incurred.

. For other types of ganrs (mainly gants and contributions with purpose restrictions but
with no time requirements), receivables and revenues are recorded when all applicable
eligibility requiremefts are met. When the provider is a govemment (inclujing the
govemment ofthe United States ofAmerjca) the applicable recognition period for both,
the provider and the recipient, is the provider,s fiscal year and begins on the first day of
thar year.

Voluntary non-exchange tramactions (such as donations and certain grants and entitlements)
result from legislative or contractual agreements, other than exchanges, intered into willingly by
two or more parties, In these types of transactions, receivables and revenues are generally
accounted for in the same manner as government-mandated non_exchange transactions ;iscussed

Receipts ofany type ofrevenue sources collected in advance for use in the following period are
recorded as deferred revenues.

Events that are neilhea exchange nor non-exchange transaclions are recorded when it is orobable
rhar a lo.s has been incurred and lhe amount of loss is reasonabl) e\timable.

All general capital assets atrd the unmatured long-term liabilities are recorded onlv in the
accompanying statement ofnet assets, The measuremenl focus and the basis ofaccounting usea
in the accompanying GWFS differ significantly from the measurement focus and basis of
accounting used in the preparation ofthe accompanying governmental fund financial statements.
Therefore, the accompanying governmental fund financi;l statements include reconciliations, as
delailed in the accompanying table of contents, to betier identify the relationship between the
GWFS and the govemmental fund financial statements.

Governllenta! fund financial strtemenh - The accompanying GFFS are reported using the
current financial resources measurement focus and the modified accrual basii of accounting,
Revenues are generally recognized as soon as they are both measurable and available. Revcnues
are generally considered to be available when rhey are collectible within the current year or soon
enough thereafter to pay liabilities of the cuffent year. For this purpose, the Municipality
considers most revenues to be available if collected wilhin 90 days ah; June 30, 201l, excepl
for prop€rty taxes for which the availability period is 60 days. Revenue sources not meeting this
availability criterion or collected in advance ate recorded as deferred revenues at June 30, 2011.
The principal revenue sources considered susceptible to accrual jnclude property tares,
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municipal license taxes, intergovernmental grants and contributions and interest income. These

princip;t revenue sources meet both measurability and availability critetia in the accompanying

GFFS, except for amounts recorded as deferred (earned and unavailable) revenues.

In a manner similar to the GWFS, but subject to and limited by the availability criteria discussed

above, all revenues, expenses, gains, losses, assets and liabilities resulting from exchange and

exchange-like transactions are also generally recorded when ihe exchange takes place.

Accordingly, fees for licenses and permits, charges for services and miscellaneous revenues are

recorded as revenues when collected because they are generally not measurable until actually

received,

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions are

recorded in a similar manner to the GWFS, using the previously discussed criteria set forth by

GASB No. 33 for non-exchange lransactions, but subject to and limited by the availability
criteria discussed above. Accordingly, property tax and municipal licensetax receivables are also

generally recorded in the fiscal year when an enforceable legal claim has arisen while Prope(y
tax and municipal license tax revenues (nel of amounts considered not collectible) are also

generally recorded in the fiscal year when resources are required to be used or the firsl fiscal year

that the use of the resources is permitted. Re€eivables and revenues from reimbursement-type
gants, contributions, donations and entillements are also generally recorded as qualirying

reimbursable expenditures are incurred, while receivables and revenues from other tlpes of
grants are recorded when all eligibility requirements imposed by the provider have been met.

lnterest income is recorded when earned only if collected within 90 days after year-end since

these would be considered both measurable and available

Pwsuant to the provisions of GASB Interpretation No- 6, Recognition and Measurement of
Certai Liabitities and I:rpenditures in Governt ental Fund Financial Staterr€"b (GASB No. 6),

in the absence of an explicit requirement (i.e., the absence of an applicable modificalion,
discussed below) the Municipality generally accrues a governmental fund liability and an

expenditure (including salaries, professional services, suPplies, utilities, etc ) in the period in

which the government incurs the liability, to the extent that these liabilities are normally expected

to be liquidated with current available financial resources. GASB No. 6 modified the recognition

criteria for certain expenditures and tiabilities reported under the modified accrual basis of
accounting prior to GASB No. 34, and clarified a number ofsituations ;n which the Municipality

should distinguish between governmental fund liabililies and general long{erm liabilities'

Therefore, thJ accompanying balance sheet - governmental funds generally reflects assets that

will be converted into cash to sadsry current liabilities. Long-term assets (except for accounls

receivables and inter-fund advances) and those assets that will not be converted into cash to

satisfy current liabilities are generally not accounted for in the accompanying balance sheet -
goveinmental funds. At the same time, long-term liabilities (generally, those unmatured that will
iot require the use of current financial resources to pay them) are not accounted for in the

accompanyingbalance sheet governmental funds.

Modifications to the accrual basis ofaccounting in accordance with GASB No.6 include:
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Principal and 
_interest on bonds payable are recorded when they mature (when payment is

due), except for principal and interest due on July 1, 201l, wir;ctr traue'Oeen .eclra"a *
governm€ntal fund liabilities al June 30, 2011, which is the date when resources are available
in the debt service fund (generally, June 3O).

Notes payablg obligations under capital leases, compensated absences, and amounts subiect
to accrued claims andjudgments under litigation are recorded only when rhey marure (w;en
payment is due).

Certa;n acoued liabilities not due and payable or not normally expected to be liquidated with
cunent available and expendable financial resources are recorded in the aicompanying
statement of net assets. Such liabilities are recorded in the governmental funds when ihev
mafure,

. Executory purchase orders and contracts are recorded as assjgnments of fund balance in the
governmental funds FFS.

Liabilities outside the bounds of these exceprions or modifications are reported as governmental
fund liabilities when incurred (including salaries, professional services, supplies, ;ilities, dc.)
since these liabilities normally are paid in a timely manner and in full from curent linancial

The measurement focus of the GFFS is on decreases in net financial resources (expenditures)
rather than expenses. Most expenditures are measurable and are recorded whin the related
governmental fund liability is incurred. Allocation of cosrs, such as depreciation and
amortization, are recorded in the accompanying statement ofactivities, but are not recorded in the
accompanying GFFS.

All general capital assets and the unmatured long-term liabilities (determined using the modified
accrual basis of accounting) are incorporated into the accompanying statement of nel assets.

A SEi'a ship, Corrryliarrce a d Accountabiliry

Budsetarv Control

According ro the Autonomous Municipalities Act of the Commonwealth of puerto Rico, the
Mayor and its Adminislrative Cabinet prepare annual budgets each fiscal year for the
Municipality's general fund and debt service fund. Such legallt adopted budqets are based on
expected expenditures by progam and eslimated resources by source for both dnds. The annual
budgets are developed using elements of performance-based program budgeting and zero_based
budgeting, and include estimates ofrevenues and other resources ior the ens-uing-fiscal year under
laws and regulations existing at the time the budget is prepared.

The Mayor must_submit an aorual budgetary resolutjon project (the project) lo the Commissioner
ofMunicipal Affairs of puerto Rico (the Commissioner) a;d the Municipal Legislature no later
than each May l0 and May 31, respectively. The Commissioner preliminary-verifies that the
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Project complies with all the applicable laws and regulations and may provide comments and

suggestiom 1o ihe Mayor on or before mch June 15.

The Municipal Legislature has l0 business days, up to June 15, to discuss and approve the

Project with modiftations. The Municipal Legislature may amend the budgets submitted by the

Mayor but may not increase any items so far to cause a deficit withoui imposing laxes or

identirying other sources of revenue to cover such deficit After the Municipal Legislature

modifies and preliminarily approves the Project, the modifled Project is sent back to the Mayor

for his approval or rejection within 6 days. The Mayor may decrease or eliminale any line item

but may not increase or insert any new line item in the budgets. The Mayor may also veto the

budgets in their entirety and retum it to the Municipal Legislature with his objections. Ifthe
Mayor rejects the Project, the Municipal Legislature will have up to 8 days to adopt or reject the

recommendations or objections ofthe Mayor. The approved Project is sent again to the Mayor,

which then would have 3 days to sign and approve it.

If the budgets are no1 adopted prior to the end of the deadlines referred to above, the annual

budgets for the preceding fiscal year, as approved by the Legislature and the Mayor, are

automatically renewed for the ensuing fiscal ye3r until the Municipal Legislature and the Mayor

approve new budgets. This perm;ts the Municipality to continue making payments for its

operations and other purposes until the new budgets are approved.

The annual budgets may be updated for any estimate revisions as well as year_end encumbrances

and may include any additional information requested by the Municipal Legislature. The Mayor

may request subsequent amendments to the approved budgets, which are subjecl lo the approval

of the Municipal Legislature.

The Municipality's Department of Finance and Budget has the resPonsibility to ensure that

budgetary spending control is maintained. For day-to-day management control' expenditures

plus encumbrances may not exceed budgeted amounts at the expenditure-type level of each cost

ienter (activity within a program within a fund). The Mayor may transfer unencumbered

appropriations within programs within funds. The Municipal Legislature may transfer amounts

among programs within and among funds.

The legal level of budgetary control (i.e., the level al which expenditures may not legally exceed

upp.opiiution; is at the functionVprogram levet (general government, urban and economic

divelopment, public safety, health and sanilation, culture' recreation and educalion, and public

housing and welfare) within a fund.

Under the laws and regulations of the Commonweahh, the appropriations made for any fiscal

year shall not exceed th; tolal revenue, including available surplus, estimaled for said fiscal year

unless the imposition oft:L{es sufficient 10 cov€r said approPriations is Provided'

Budsetarv Accountins

The Municipality's annual budgets are prepared under the budgetary (statutory) basis of
accounting which is not in accordance with GAAP.
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Under the budgetary basis ofaccounting" revenue is generally recognized when cash is received.
Short-term and long-term borrowings may be used 6 finan;e bud;etary excess of expendjtures
over revenues.

The Municipality uses encumbrance accounting to record the full amount of pwchase orders,
contracts and other commitments of appropriated resources as deductions from tle appropriarion
prior to actual expenditure. ln the governmental funds, encumbrance accounting is a significant
aspect of budgetary control. Accordingly, expenditures are generally recorded;hen the related
expenditure is incurred or encumbered. Available appropriations and encumbrances are
established to lapse one year alier the end ofthe fiscal ymi. Amounts requircd to settle claims
andjudgments against the Municipalily, andcertain orher liabilities, are not recognized until they
are encumbered or otherwise processed for payment. Unencumbered appiropriations and
encumbrances lapse at year-end. Other appropriations, mainly capital projects appropriations,
are continuing accounts for which the Municipal Legislature hal authoriied thii an ,nspent
balance from the prior year be carried forward and made available for current spending.

Theaccompanying budgetary comparison schedule provides informadon about the general fund,s
original budget, the amendmenls made to such budget, and the actual general furid,s results of
operations under the budgetary basis of accounting for the fiscal yea; ended June 30, 2011.
Further details of the Municipality,s budgetary control at the legal level may be obtained from the
Budgetary Liquidation Report for the fiscal year ended June 30, 20l l. Coiies ofthar repon may
be obtained by \\.riting to the Municipality,s Director of Finance and Budg;t.

Accounting principles appli€d for purposes of developing dara on a budeerarr basis differ
significantly from those used to present the governmentai fund financial statem"enb'in conformity
with CAAP. Accordingly, the accompanying budgetary comparison schedule is accompanied by
a reconciliation oflhe differences between the budgetary basis and GAAP actual amounts.

The Municipality does not legally adopt budgets for the State Assignment Fund and HuD Fund.
The financial resources received by these funds are not subject to tudgeting by the Municipality
sjnce the resources received each year from the respective gantors va;ies fiom year to year, and
the respective amounts are granted at their discretion.

g) Anrcstricted and Restricted Deposits

The Municipality's deposits are composed of cash on hand, demand deposits and cash
equivalents in: (l) commercial bank, (2) the Government Development Bank for puerto Rico
(GDB), a governmental bank and a major component unit of ihe Commonwealth, who is
statutorily designared as fiscal agent of rhe Municipality, and (J) the MuniciDal Revenue
Colleclion Center (CRIM, by its Spanish acronyms). a governmentai entity responsible for the
imposition and collection ofproperty laxes on behalfof a municipalities ofpuerto Rico.

The Municipalhy follows rhe pradice ofpooling cash. The balance in the pooled cash accounr is
ava;lable to meet current operaling requiremenrs. Under the laws a;d regulatiom of the
Commonwealth, public funds deposited by lhe Municjpality jn commercial banis must be fully
collaleralized for the amounrs deposited in excess ofthe federar depository insurance generaly
provided by rhe Federat Deposits Insurance Corporation (FDIC). All iecurities pledged as
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collateral are held by agents designated by the Secretary offhe Treasury ofthe Commonwealth

but not in the Municipality's name.

Restricted assets include cash and cash equivalents in commercial bank, GDB and CRIM. These

cash balances are classified as restricted assets since its use is limited for the specified purposes

discussed betow, which arc established by applicable agreements or required by law.

Restricted cash with fiscal agent in the general and debt service funds represent property tax

collections which are retained and restricted for the payment ofthe Municipality's debt service,

as established by law. Restricled cash in fiscal agent in other governmental funds co[sists of
unspent proceeds of bonds and notes, and the ba,ance of interest and noninteresl bearing accounis

which are restricted for: (1) the acquisition, consfiuction or improvement of major capital assets

and the operations of federal and state funded programs.

Anrcsticted ahd Restricted Accoanls a d Noles Receivable

In the accompanying GWFS, receivables consist ofall revenues earned but not collected at June

30, 2011. Major receivable balances for the governmental activities include property taxes

municipal license and intergovernmental receivables.

Tax receivables in the general fund represent uncollected properly taxes Restricted tax
receivables in the debt service fund consist ofuncollected property taxes, which are restricted for
the payment ofthe Municipality's debt service, as established by law.

Intergovernmental receivables are comPosed of: (l) amounts owed to the Municipality for
reimbursement ofexpenditures incurred pursuant to federal and state funded programs (recorded

in the general fund, spec;at revenue funds and capital projeci funds), and (2) contributions ;n lieu

oftaxes fiom the Puerto Rico Eleclric Power Authorily, recorded in the general fund.

These accounts receivables are stated net of estimated allowances for uncollectible accounts,

which are determined, based upon past collection experience, historical trends, current economic

conditions and the periodic aging of accounls receivable.

Activities among funds that are representative of lending/borrowing arrangements outstanding at

the end of the fiscal year ate referred to as either "due io/from other funds" (i.e. the current

portion of inlerfund loans) or "advances to/from other funds" (i.e.' the non-current porrion of
interfirnd loans). All olher outstanding balances belween funds are reported as "due to/ftom other

funds". Advances between funds, as rePorted in the GFFS, are offset by a firnd balance reserve

account in applicable governmental funds to indicate that they are not available for approprialion

and are not expendable available financial resources.

Capital Assets

Capilal assets used in governmental activities include land and land improvements, buildings,

structures and building improvements, machinery and equipment, furniiure and {ixlures, licensed

vehicles, construction in progress, and infrastruclue. These assets are capitalized and reported in
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the accompanying statemenl of net assets. Infiastmcture assets are genetally stationary in nature
and include roads, bridges, streets and sidewalks, drainage systems a;d othei sim;tar asies

ln the statement ofnet assets, all capital assets are recorded at cost or estimated historical cost if
actual cost was unavailable, except for donated capital assets, which are recorded at their
estimated fair value at the date ofdonation.

The Municipality's capitalization levels are 9500 on personal property. For improvements other
than buildings, the capital outlay must be greater lhan $10,000, ext;d rhe esti;ared usefijl life
for ten years, and be greater than l07o of lhe original cost ofthe asset.

Major outlays for capital assets and improvements are capitalized in lhe statement of net assels as
projects are constructed. The costs of normal maintenance and repairs that do not add value to
the asset or materially extend capital asset lives are not capitaljzed.

Depreciation and amortization expense is recorded only in the government-wide statement ol
activities. However, thele is no depreciation or amortization recorded for land and construction-
in-progress. Depreciable capital assets are generally depreciated or amortized over their
estimated useful lives under the straight - line method, except for machinery and equipment held
under capital leases which is depreciated over the shorrer of its estimaled useful lif; or the lease
term. The estimated useful lives ofmajor capital asset categories are:

Years
30
30

3- l0
5

15-20
10-50

Depreciation and amortization expense on capital assets are recorded as direct expenses ofthe
functiorl/program spe€ificaliy identified with the asset. Depreciation and amortization of
infrastructure is not allocated to various functions/programs b't reported as direct expenses of
the urban.

Review of Carrying Value of Capital Assets for Impairment - The Municjpalily reviews the
carrying value ofcapital assets for impairment whenever a significant and unexpected decline in
service utility ofcapital assets occurs.

j) Defened Revenues

The Municipality reports deferred revenue on irs CFFS and CWFS. In rhe GFFS, deferred
revenue arises when:

. Potential revenue does not meet both the ..measurable,, 
and ,,available,, criteria for {evenue

recognition in the curent period. As previously discussed, available is defined as due for
past due) at June 30, and collected within 90 days (60 days for property taxes) thereafter ro
pay obligations due at June 30. or:

Capital Asset
Buildings
Improvement Other Than Buildings
Equipment
Vehicles
Reffeation facilities
Infrastructure
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. The Municipalily receives resources before it has a legal claim to them. In subsequent

periods, when the revenue recognition criterion is nel, the liability for deferred revenue is

removed and revenue is recognized.

Defered revenues at the government-wide level arise only when the Municipality receives

resources before it has a legal claim to them.

Conpensaled Absences

Compensated absences are accounted for under the provisions of Stateme No. 16, Accounling

for Compensated Abseroes, issued by GASB (GASB No. 16). Compensated absences include

paid time off made available to employees in connection with vacation, sick leave and

compematory time. The liability for compensated absences recorded in the accompanling
statement of net assets is limited to leave that: (1) is attributable to services already rendered on

or before June 30, 2011 and (2) is not contingent on a specific event (such as illness) that is

outside the control of lhe Municipality and the employee. The liability for compensated absences

includes salary-related costs, which are directly and incrementally related to the amount of salary

paid to the employee (such as employer's share ofsocial secudty taxes and medicare taxes).

The vacation policy ofthe Municipality is established by law and provides for the accumulation

of regular vacations at a rate of2.5 days per month (30 days Per year) per emPloyee- Employees

accumulate regular sick leave at a rate of 1.5 days per month (18 days per year). EmPloyees

accumutate compensatory time at a rale of 1.5 iimes the overtime worked. Allvacation and s;ck

Ieave days accumulated by employees in excess of30 days and 90 days, respectively, are paid to

employees each year, ifnot consumed, as rquired by law.

Upon termination of employment, an employee receives compensation for all accumulated

unpaid regular vacation leave at the current rate. ln the case of regular sick leavq if the

employee terminates his or her employment with the Municipality before reaching l0 years of
services, such regular sick leave is not paid to the employee, ifnot consumed. Upon termination

of employment, an employee does not receive compensation for compensatory time, if not

consumed. After 10 years of services any regular sick leave balance is paid to the employee'

Accumulated vacation time is fully vested tothe employee at any time.

The liability for compensated absences is reported in the statement of net assets. A liabiljty for

compensated absences is reported in the GFFS only ifthey have matured, for example, as a result

of employee resignations and retirements.

Long-term Debl

The long-term liabililies reported in the accompanying statemenls of net assets include the

Municipllity's bonds, notes, obligation under capita, leases, compensated absences and legal

claims and judgments.

Al, long-term debt to be repaid iom governmental resources is rePorted as liabilities ;n the

accomp;nying statemenr of net assets. Principal and ;nterest Payments on bonds due in July I of
the foliowing-fiscal year are re.orded as fund liabilities in lh€ GFFS when resources are available
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in the debt service fund (generarry at June 30). In the GFFS, the face amount of debt issued is
reported as other financing sources when issued,

,tl) Accoulting fot Pension Costs

For the plrpose of applying the requirements of GASB Statement No. 27, Accounting for
Pensions by State and Local Government Employers (CASB No. 27), the Commonwealth of
Puerto Rico is considered to be the sponsor of the Employees, Reiirement System of the
Government ofPuerto Rico and Its Instrumentalities (ERS) ind'system 2000. the t;o retirement
systems in which the employees ofthe Municipality participate. Accordingly, the Municipaliry is
considered a participant and not a sponsor of these retirement systems si;ce the majority ofthe
participants in the aforementioned pension lrust funds are part oithe financial repojng entity of
the Commonwealth. Accordingly, no portion ofthe net pension obligation (NpOj related to ERS
has been allocated to the Municipality in the accompanying basic finincial itatements. .t.he 

basic
financial statements of the Commonwealth account for-the total amount of the net pension
obligation ofERS, including any amount that may be allocated to the Municipality.

The l/unicipality accounts for pension costs from the standpoint of a participant in a multiple-
employei cost-sharing plan. Accordingly, pemion costs recognized inthe accompanying basic
financial statements are equal to the statutorily required contributions, with a liability recorded
for any unpaid required contributjoos.

,r) Rbk Management

The Municipality carries commercial insurance covering casualty, theft, tort claims and olher
losses. Insurance policies are negotiated ty the puerto Rico Trea;ury Department (the Treasury
Department) on behalf of all municipalities of puerto Rico. The Treasury Department pays thi
insurance premiums on behalf of lhe Municipaliry and then is reimbur;ed each year tlrough
monthly equal payments deducted from the Municipality.s gross properry tax collections made
by CRIM.

The Municipality carries insurance coverage for death and bodily injuries caused by automobile
accidents. This insurance is obtained ttu.ough the Automobil; Acciden6 C;mpemation
Administration ('ACAA", by its Spanish acronym), a discretely component unit of the
Commonwealth. This insurance is compulsory for all licensed vehicles used on public roads and
highways in Puerto Rico. The annual premium is $35 per licensed motor vehicie, which is paid
directly ro ACAA.

The Mlnicipalily obtains workers, compensarion insurance coverage firough fie Stale Insurance
Fund Corporarion ("FSE, by its Spanish acronym), a componeni unit oithe Commonwealth.
This_ insurance covers workers against injuries, disabiliiy or death because of work or
employment-related accidents, or because of illness sufierea as a consequence of rheir
employmenr. Workers' compensation insurance premiums are also paid rhrough monthly
deductions made by CRIM from the Municipality.s gross property tax collections. "

The Municjpality obtains unemployment compensation, non-occupational disability, and drivers,
insurance coverage for its employees tlrough various insurance programs administered by the
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Commonwealth's Department of Labor and Human Resources (DOL). These insurance

programs cover workers against unemployment and provide supplementary insutance coverage

ior iemporary disability, oideath because of work or employment-related accidents or because of
illness iuffered as a consequence ol their employmenl. Unemployment compensation, non-

occupational disability and drivers' insurance premiums are Paid directly to DoL on a qua(erly

basis.

The Municipality also obtains medical insurance coverage for its employees The curent

insurance policies have not been cancelled or terminated at June 30, 2011. In the past three

years, the Municipatity has not settled claims that exceeded insurance coverage.

Fund Balances

On July l, 2010, the Municipality adopted the provisions of GASB Statement No. 54, F,rd
Balance Reporting and Governmental Fund TWe Delinitions No. Jl (GASB No. 54). GASB No'

54, which enhanced the usefulness of fund balance information by providing clearer fund balance

classificaliom that can be more consistently applied. Also, this statement establishes fund balance

classifications that comprise a hierarchy upon use of the resources reported in governmental

funds.

Pursuant to the provisions of GASB No. 54, the accompanying GFFS report fund balance

amounls that are considered restricted, committed, assigned, and unassigned, based on the relative

slrength of constraints that control how specific amounts can be spent. The Municipality has

recorded the fotlowingtypes of fund balance classifications in the governmental funds:

. Resti.Ted - Rew(5'ent resources that can be sPent only lor the specific purposes stipulated by

constitutional plovisions, external resource providers (externally imposed by creditor or

gmntors), or though enabling legislation (that is, legislation that creates a new revenue

iource and restricts its use). Effectively, restrictions may be changed or lifted only with the

coment of resowce Providers.

. Comrnitteil - Represent resources used for specific purposes, imposed by formal action ofthe

Municipal's highest level of decision making authority (Municipat Legislature through

resolutions and ordinances) and can only be changed by a similar law, ordinance or

resolution. no later than lhe end offiscal year.

. /$rgrzd- Represent resources intended to be used by the Municipality for specific purposes

but;o not meel the criteria to be classified as restricted or committed (generally executive

orders approved by the Mayor). lntent can be expressed by the Municipal Legislalure, the

Mayor oiby an oificial or body to which the Municipal Legislature delegates authority in

conformity with the Law No. 8l of Augusl 30, 1991, as amended' ktto$tn as Autonomous

Mtaicipaiities Act ofthe Common$'ealth of Puerto Rico (ActNo- 8l) ln governmental funds

other than the gener;l fund, assigned fund balance represents the remaining amounl lhat is not

restricted or committed.

. Unossigned - Reptesent the residual classification for the Mun;c;palify's general firnd and

include; all spendable amounts not conlained in lhe other classifications ln other funds, the
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unassigned classification is used oDly to report a deficit balance resulting from overspending
for specific purposes for which amounts had been restricted, committed, ; assigned.

Negative fund balance amounts are assigned amounts reduced to the amount that will raise
the. fund balance to zero. Consequently, negative residual amounts is restricted, committed
and assigned fund balance classifications have been reclassified to unassigned fund balances.

The Municipality reports resources constrained to stabilization as a specified purpose (restricted
or committed fund balance in rhe general fund) only if: (l ) such resources meet the other criteria
ldr those classificarions, as described above and (2) the circumstances or conditions that signal
the need for stabiliation are identified ;n sufficient detail and are not expected to occur routin;ry.
However, the Municipality has not entered into any stabilization-like ;rangements, nor has set
aside material financial resources for emergencies and has not estabrished fo-rmal minimum fund
balance amounts as of and for the fiscal year ended June 30. 201 L

When an expenditure is incurred for purposes for which amounts are available in multiple fund
balance classifications, the Municipality uses restricted resources first, and then unrestricted
resources. Within uffestricted resources, the Municipality generally spends committed resouces
firs1, followed by assigned resources, and then unassigned risourcei.

p) Interlu rrd Activities

The Municipality has the following types of reciprocal and non_reciprocal inter_fund activjties
recorded among govemmental funds in ihe accompanying GFFS:

. I tet-furrd loans Represent resources (assets) provided by one governmental iund to other
govemmental fund with a requirement and commitment for repayment (reimbursement),
which are recorded as "due lron in the lender governmental fund and ,,tlue to,, jn the
borrower governmental fund. For amounts not expected to be collected, inter-fund
receivables/payables are reduced to their estimated realizable (settlement) vaiuq and the
portion ofthe inter-fund loan that is not expected to be repa;d is reported as a ,,tranrj[er-in,,
from the govemmental fund that provided the loan

. Ily-lund trunsfets (trunsjers-irr/(out)) -Represent flows ofassets (permanent reallocation
of financial resources among governmental funds) without equivalint flows of assets in
return and without a requitement for repayment. Transfers are reported as ,,other 

financing&ter" in the governmental fund making transfers artd as ,,other 
lnancing so1)rces,, in the

governmenhl rund receiving kansfers,

. Inter-fund reirribarsemehts _ Represent repalments (reimbursemenis) from the
qov:rpe.nta] fund responsible for panicular expenditures or expenses lo the governmental
fund thal initially paid for them.

In the CFFS, inter-fund activity has not been eliminated, as permitted by GAAP.
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Use ofEstir ates

The preparalion of the accompanying basic financial statements in conformity with GAAP

requires management to make significanl estimates and assumptions that affect the reported

amounts of assets and liabilities and the disclosure ofcontingenl assets and liabilities at the date

of the basic financial statements, and the reported amounts of revenue and expenses during the

reporting period. Actual results could differ from those estimates

Future Adoplion of Accou ting Pronouncements

The GASB has issued the following standards that have effective dates after June 3 0, 20 I I :

. GASB Statement No. 51, Ftdtd OPEB Measurenents bt Agent Enplolers and Agent Muhiple-
Enployer Plans (GASB No. 5?). The objective ofthis Statement is to address issues related to

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

by employers that participate in agent multiple-employer other postemployment benefit
(OPEB) plans (that is, agent employers).. : The provisions of Statement No 57 related to the

use and reporting of the alternative measurement method are effective immediately. The

provisions relaled to the frequency and timing of measurements are effective for actuarial

valuations first used to report funded stalus information in OPEB plan financial statements for
periods beginning after June 15, 2011.

. GASB Statement No. 59, Financial Instruments Onnibut (GASB No 59)- The objective of
this Statement is to update and improve existing standards regarding financial reponing and

disclosure requirements of certain financial instrumen[s and external investment Pools for
which significant issues have been identified in practice. This Statement is effective for
periods beginning after June 15, 201l.

. CASB Statement No- 60, Acca nting and Financial Reporting for Seruice Concession

Arrangements (CASB No. 60). The objective of this Slatement is to improve financial

reporting by addressing issues related to service concession arrangements (SCAS), which are a

type of public-private or public-public partnership. This Stalement is effective lor periods

beginning after December 15,201l.

. GASB Statement No. 61, The Fina cial Repotling Entity: Omnibts-an anendment of GASB

Statements No. 1l and xo. J4 (GASB No 6l) The objective olthis Statement is to improve

financial reporting for a governmental financial reporting entity. The requirements of
Statement No. 14, The Financial Reporling Entity, and the related financial reporting

r€quirements of Statemenl No. 34, Basic Financial Statemenrs and Management s

Discussion and Analysis for State and Local Governm?rlr, were amended to better meet user

needs and to address reporting entity issues that have arisen since the issuance of those

Statements. This Statement is effective for periods beginning after June I 5, 20 1 2.

. GASB Statement No. 62, Codifcation of Acco nting and Financial Reportinq G idance

Contained in Pre-Nove ber 30, 1g8g FASB and AICPA Pronouncer ents. The objective of
this Statement is to incorporate into lhe CASB's authoritative literaiure ce ain accounting and
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financial reporting guidance that is included in the following pronouncements issued on or
before November 30, 1989, wich does not conflict with or con-lradict GASB pronouncemenrs;
1) Financial Accounting Standard Board (FASB., Srarements and inierpretations,2)
Accounting Principles Board Opinions, 3) Accounting Research Bulletins ofihe American
lnstitute ofCertified public Accountanrs. (AlCpA) Co;minee on Accountina procedure. This
Statement is elleclive for periods beginning aner December 15, 201 l.

. GASB Starement No. 63, Financial Reporting of Defefted O1)tlows of Resources, Defefied
Inflows of Resources, and Net position, which establishes grid"n". io. reporting d;ferred
outflows of resources, deferred inflows of resources, and net position in a statement of
financial position. The provisions ofthis Statement are effective iff financial statemenrs for
periods beginning after December 15, 2Ol l.

. GASB Statement No. 64, Deriyative h$truments: Application of Hedge Accounting
Termination Prorisions an amendnent of GASB Statenent No. 53. The objective of thii
Statement is to clarify whether an effective hedging relationship continues after the
replacement of a swap counlerparty or a swap counterparty's credit iupport provider. This
Statement sets forrh criteria thar establish when the effective hedging rel;tionship continues
and hedge accounting should continue to be applied. The provisioni of this Statement are
effeclive for financial statements for periods beginning after June 15, 201t.

The impact ofthese statements on the Municipality,s basic financial statements has not yet been
determined.

2. DEPOSITS

The Municipality maintains its deposits of cash in vario,s commerciar bank rocated in puerto Rico.
GDB and CRIM. Proceeds from all bonds and the funds rerated to certain federal grant awards are
required by law to be held with cDB.

On July 1, 2004, the Municipality adopred the provisions ofCASB Slatemenr No. 40 (GASB No. 4O),
Deposit and Inyestment Risk Disclosure, an Amendment to GASB Statenent No. J. This statement
.equires that state and locar governments discrose essential risk information about deposits and
investments- The discrosure requirements cover four main areas: (r) credit risk, (2) interesi rate rislq
(3) cuslodial credit rislq (4) foreign exchange exposure.

. Credit risk - This is the rjsk that an issuer or other counterparty to an investment will not
fulfiI its obligations. In compliance with the laws and regulatiom ofthe Conmonwealth, the
Municipality has adopted, as its custodial credit risk policy, the Statefiefit of t restnent
Guirielines for the Gowrnment of the Connom,eatth of puerro Nco. Accordingly, the
Municipality is only allowed to invest its obligations of the Commonwealth obtigiions of
the United States ofAmerica, certificates ofdeposit, commercial paper, bankers, acceptances
or in pools of obligatiom ofthe Municipalities of puerto Rico, whi;h are managed by GDB.
According to the aforementioned investment guidelines, the Municipality is not allowed to
invest in marketable securiries or any other type of investments for which iredit risk exposure
may be significant. Therefore, the Municipality,s management has concluded that lhe credit
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risk related to any possible loss relaled to defaults by commercial bank on the Municipal;ty's
deposits is considered low at June 30, 2011.

lnterest rate risk - This is the risk that changes in interest rates of debt inveslments will
adveaely affect the fair value of an investment. The Municipality manages its exposure to
declines in fair values by: (l) not including debt investments in its investments portfolio at
June 30, 201l, (2) ,imiting the weighted average maturity of its investments to periods of
tlree months or less and (3) keeping most of its banks deposits in interest bearing accounts
generating interest at prevailing market rates. At June 30,2011, the interesi rale risk
associated with the Municipality's cash and cash equivalent is considered low-

Custodirl credit risk - In the case of deposits, this is the risk that in the event of a bank
failure, the Municipality's deposits may nol be recovered. Pursuant to the Statement of
INesment Guidclines for rhe Goyernment ofthe Commamteath ofPuefio Rico, the balances
deposited in commercial bank by the Municipality are insured by the Federal Deposit
Insurance Corporation (FDIC), generally up to a maximum of $250,000 per depositor. In
addition, public funds deposited in commercial banks by the Municipality are fully
collateralized for the amounts deposited in excess of the federal depository insurance. All
securities pledged as collateral are held in the Municipality's name by the agents of the
Commonwealth's Secretary ofTreasury. Deposits ofcDB, amounaing to $ I 1,121,447 at June
30, 201l, are uninsured and uncollateralized. However, no losses related to defaults by GDB
on deposit transactions have been incured by the Municipality though June 30, 2011. It is
management's policy to only maintain deposits in banks affrliated to FDIC to minimize the
custodial credit risk, except for CDB. Therefore, the Municipalily's managemenr has
concluded that at June 30, 201l, the custodial credit risk associated with the Municipaliry's
cash and cash equivalents is considered Iow.

. Foreiqn exchrnee risk - This is the risk that changes in exchange tates will adversely affect
the value of an investmenl or a deposit. According to the aforementioned investment
guidelines, adopted by the Municipalily, the Municipaliry is prevented from investing in
foreign securities or any other types of investments for which foreign exchange risk exposure
may be significant. Accordingly, management has concluded that the foreign exchange risk
related to the Munic;pality's deposits is considered low ai June 30, 201l.

The Municipality's bank balance of deposits with flnancial institutions is categorized to provide an
indication of the level of collateral risk assumed by the Municipality at June 30, 2011. Risk
categories are described as follows:

sr.te orher
Assigrm Gor.mft .l

Fud Fud Tohls

Cah h GDB or Ctuli4 !s fsal osents

$ 64,302 I 73,325 S 46:15 $ 437,1142 $ 631,804

t,599J39 r,95J,@

-!-39Ie!,L -!--ll!@$ ,125:63 t 73,325 t 46215
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3.

4.

MUNICIPAL LICENSE TAXES

The Municipality is authorized by Law No. 8l to impose and collect municipal license taxes on all
rade or business activities operated by any natural or legal person within the tenitorial area of
Villalba. This is a self-assessed tax generally based on the business volume measured by gross sales.
The Municipality establishes the applicable tax rates. At June 30,2011, the municipal tax rates
imposed by the Municipality were 1.50% for financing institutions and 0.50% for other types of
taxpayers.

Each ta-\payer must asses his/her corresponding municipal license tax by declaring his,/her volume of
business thrcugh a t,x return to be filed every April 15 based on the actual volume of business
generated in the preceding calendar year.

Taxpayers with a sales volume of$3 million or more must include audited financial statements with
their ta-{ retorns. The tax can be paid by the taxpayer in two equal installments due on July 15 and
January 15, subsequent to the filing of the declaration.

The first installment of the tax covers the six-month period ended December 31, subsequent to the
filing date of the declaration, while the second imtallmenl of the tax covers the six-month period
ended June 30 ofthe subsequent calendar year. Ifa taxpayer elects to pay the ta-x in full on the filing
dale ofthe declaration (generally April l5), a 5% discount is granted automatically on the total tax
amount due.

Any municipal liceme taxes collected in advance (that is, pertaining to a future period) are recorded
as deferred revenues. Deferred municipal license tax revenues recorded in the accompanying GWFS
and GFFS amounted lo $1,725,896 at June 30, 201 l, which represents municipal licenses collected in
advance for the taxable year 2010-2011.

PROPERTY TAXES

The Municipality is authorized by Law No. 8l to impose and collect personal and real property ta-xes.

Under the laws and regulalions ofthe Commonweallh, personal property taxes can be imposed to any
natural or legal person that at January I ofeach year is engaged in trade or business and is the owner
ofpersonal property used in trade or business.

Personal property taxes are self-assessed by taxpayers every year generally using the book value of
personal property assets owned by the taxpayer at January 1 (assessment date) and reporting such
ta-\able value through a personal property tax relurn filed on May 15 subsequent to the assessment
date. The total personal property ta\ rate in force at June 30, 201t was 6.78% (of which taxpayers
pay 6.580/0 and 0.20% is reimbursed by the Departmenl of Treasury). Real property taxes are
assessed by CRIM. The assessment on real property is made every January I and is based on
eslimated current values ofthe property deflated to 1957 market prices. The total real property tax
rate in force at June 30, 2011 was 8.78% (ofwhich 8.5870;s paid by taxpayers and 0.20% is also
reimbursed by the Department ofTreasury).
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Residential real property occupied by its owner is exempl by law from property taxes on the firsl
$15,000 ofthe assessed value (at 1957 marker prices). For such exempt amounts, the Department of
Treasury assumes payment ofthe basic tax (4% and 6% for personal and real prope(y, respectively)
to the Municipality, except for prope(y assessed of less than $3,500 (at 1957 market prices), for
which no payment is made.

CRIM is responsible for the billing and collections of real and personal property taxes on behalf of
the Municipality. Prior to the beginning ofeach fiscal year, CRIM informs the Municipality ofthe
estimated amount of property tax expected to be collected for the ensuing fiscal year. Tkoughoul
the year, CRIM advances funds to the Municipality based on the initial estimated collections. CRIM
is required by law to prepare a setdement statement on a frscal year basis, whereby a comparison is

made between the amounts advanced to the Municipality and amounts actually collected from
taxpayers. This settlement has to be completed on a preliminary basis not later than mch December

31. lfCRIM remits to the Municipality property ta-x advances, which are less than the property tax
actually collected, an additional property tax re€eivable is recorded at June 30. However, ifadvances

exceed the amount actually collected by CRIM, an intergovernmental payable is recorded at June 30.

Law No. 8l provides for the lew of an annual special tax of 1.03% ofthe assessed value of all real

and personal property not exonerated from taxation. Such special 1ax is levied and collected by

CRIM. Collections of this special tax are remitted to the Commonwealth's debt service fund for
payment of debt service on general obligations of the Commonwealth.

In addition, 1.75% of the tolal personal and real prope(y taxes collected by CRIM is restricted for
the Municipality's debt seNice requirements and is retained by GDB for such PurPoses.

The Additional Lottery System of the Commonwqlth (1he "Addilional Lottery") is an opoational
unit reported as an enterprise fnnd ofthe Commonwealtl\ which currently operates several betting
alternatives to the citizens ofPuerto Rico. The Additional Lottery is required every year to distribute
a portion ofits excess ofrevenues over expenses as follows:

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

less an amount earmarked for lhe Fund for Rent and Home lmprovement Subsidy Program for
the LowJncome Qualirying Elderly) is earmarked to the municipalities of the Commonwealth, of
which a maximum of $26 million, on an annual basis, is dislributed to the Municipal
Equalization Fund held by CRIM to cover operating expenses and permanenl improvements of
the municipalities.

ii. An additional amount not exceeding $16 million, on an annual basis, is dislribuled to the

Municipal Equalization Fund, provided it is within the 35% corresponding to the municipalilies
ofthe Commonwealth. When the accumulated municiPal appropriations from the municipalities'
Puerto Rico Heahh Reform are covered up to June J0, 1997, these resources will be assigned to
the Health Insurance Administration, a component unit ofthe Commonwealth.

This Space Has Been Left Blank Intentionall))
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5. SALES TAX

On July 4, 2006, the Governff of Puerto Rico sjgned into law the Ta_\payer Justice Act (Act
No,ll7, H.B. 2193). The new law imposes a municipal sales tax at a rate of 1.5% (effective July l,
2006) and the Commonwealth sales tax at the rale of 5.5olo, with an effective date of Novembei 15,
2006. Conversely, the Commonweahh of Puerto Rico eliminated the excise ta_x of 6.6% on some
imports (taxes on cigare0es, 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 adm;nistered tltough the puerto Rico Treasury Department.
Consequenlly, separate regislration and filing forms are required ofretailers.

In fiscal year 2007-2008, rhe Municipal Legislature of the Municipaliry of Villalba approved an
Ordinance establishing a citizenship contribution of LO% over all business or personal transactions
related to sale of goods and/or se ices made on the Municipalities boundaries. The resources
collected due to this tax assessment will be used in local activities like improvements in health
services, improvements in the control and management of solid waste diiposal and recycling

!ro_q?ms, -piblic 
improvements, improvements of public safety, and maintenance of all publii

facilities of the Municipaliry.

Any persor/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 certificates, and tax returns forms. The retailers are required to file ind send
monthly sales tax returns by the 20th day following the month in which the ta-x was collected.

Also, on July 29, 2007, the Governor of Puerto Rico signed into Law an amendment ofAct No. I17,
H.B. 2193 known as Act No. 80. The most significant amendments were: first, to miform ihe tax
rate atr% ofwhich the municipalities will collect IoZ and the puerto Rico Treasury Department the
oiher 6%, .05% ofthe 6% belongs to the municipality and it is distributed tkough tlljee separate
funds: Municipal Development Fund, Municipal Redemption Fund and Municip;l lmprovements
Fund; secondly the establishment of a Local Commercial Rule and the elimination of source and
nexus rules to impose the sale and use tax.

These funds are administered by the Government Development BanI for puerto Rico. Finally, the
Law restricts the use of the funds by the municipalities to certain specific actjvities.

This Space Eds Been Lef Blank Intehtionalll
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6. INTERGOVERNMENTAI RECEryABLE AND PAYABLE

Intergovernmental receivables and payables recorded in the accompanying CWFS and GFFS are as

follows:

srrre other Totrl

Assignn.rl gorcrrmenrrl gotrnnertal

funds funds lutrds

Iht ryore . rolre@abL!

Prrto tuco olfice ol rhe Commi$ioner of
Mm,cipal AllaiG Commory Developnent Block

cofimo.wauh ofPErlo tuco - Execdive oafice -

ARRA- EnerB/ Efficiency andconenalion Block

PErlo tuco Depanmenr of Labor - Acl No 52

$eial CommniriesTrN

Depdtnent olTrusponation

Fede.al Tresit Adninislra.on

Total rr€rgovemmental receilrHes

I nte lA o wn a ta I p ora b le ! :

General $rvi.es Adni.ierarion

PElo tu6 Depannent of Labor

Admirislralion of the Re!.emnr rystem

Tolal in&rgp v e h me.tal p ayables

$ 121.',154 - $ 127.',754

19,000 $ 19,000

-l 
t .412 $ 7',1 ,4\2

926,666 $ 926,666

220,38t $ 220,131

-$
t76.01I $ 255.0128,903

s 8,901 $ 127.75,1 $ 1,419,470 $ 1,626,225

$267,605 $

46,352

188,977 -

$501,434 $ !,

Intergovernmental receivables and payables represent lhe pending settlements ofthe aforemenrioned

intergovernmental transactions.
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7. INTf,RT'UND BALANCES

Interfund balances at June 30, 2011 consisted ofthe following:

3l:1,782

Iotll $ 313.182

Nonmrior govehmcrt,t funds

Duc/rdv.nc.s to: Gctr€r.l Fo.d Futrd Oth.r Futrd Tot.t

Stale Asignent Fud
$56,110
!t4,381

3,161,911

$ 1.306,117 $2,268,146 S 3,5?4,26:l
s6,310

134.381
- 1,161,971

Torll $ 3,952,664 $ l,lo6nl? $r26SJ16 $ ?Jr6.rr?

At June 30, 20ll all amounts due to among funds are €onsidered collectible by the Municipality,s
management.

The principal purposes of inter-fund receivables and payables are to recognize in the outstanding balance
ofthe loans granted, the effect of the practice of pooring cash in the current account, and to temporarily
cover the payroll and other operating costs ofseveral federally, and local and state funded programs.

The principal purposes of inler-fund transfers are 10 make a routinary transfer of resources from the
general fund to the debt service fund to cover the principal and inlerest payment on certain bond. These
debt service payments were made on January and July 2OI l.

Inter-fund receivables and payables represent the pending settlements ofthe aforementioned transfers at
June 30, 2011.

This Space Has Been Lef Bk rrk h{e tionalb'

50



MUNICIPALITY
COMMONWEALTH

NOTES TO BASIC FINANCIAL
YEAR FNDED

OF VILLALBA
OF PUERTO RICO

STATEMENTS (CONTINUED)
JINE 30, 2011

8. CAPITAL ASSETS

Capital asset activity for lhe year ended June 30, 2011, was as follows:

Depreciation and amortization of capital assets was charged to function act;vities in the

accompanying governmenf wide statement of activities as follows:

.r addiriotr3/
incre.ses Tnnsfer in (ouo Ju.. 30 2011eosr_BA!!.

Coe boss of capnd Nln lor subject

lo depr€ciat ion andmoniario.:

ConstErio' in progres
Total cosr basis of cap(al 6*t, nor

subiect ro d.preciolion andanoniaion

cos bosis or capnal asli su6jecr ro

&preciltion a.d moniano.:
Buildingr $mtEes md buldmg improvenens

Re.redron Fs.iliries
Lrcensdvefticles
Mefiinery and.quipment

Toral co$ basis oloapnal6*rs subject

ro &preciarion a.d amonialion
To1!l co$ bdsk otcaDrlal ast

Mschmery md equipment

To..l a.cmdared d€precial'ou

CAPIT AL ASSET S, NET

The d.precidion exp.ns n &railedG fduo*
CineBl govemmenr

Heahhedwftre
C'llrre E(.i.io. md edxarion
Urbqn Developncnt

t 1,234,59? 619,600 - $ 1,904,197

5.035.234 173.7<3 12.604 ?60' 3.6so )32

? l6e.3 3c3,\.3 r , 604.7b0) i,16\ 47o

3,079,035 140,000

5,314.632 1,009,210

7,091,105 2.396.270
!,t36.759 172,491

1,242,351 61.639

24 364 b3: 4..279.666

$ l2ll4.50t 5.173.024

A.l.tr.e D.pr.ci.tion.nd
r. A0odit.tion

-?,604,760

r.104.540

29,144,343

s 14.101,427

(364,669)
(10,199,140)

l,l1Ml3?

201,53?

_! l?L:lL

R.cl.t{l'c't'on( Jn..J0,201I

ACCUMULATED DEPRlCIAT ION AND AMORTIZATION
Buldrn3', srEtr.s and buldrng improtenen$

Reci.ation Fcilnies
Licen$dvehicles

(2,r53,0r7) (:7r,932)

\1\).274) (20r,s32)
(2,395,395) (404,671)
(2.4, ,56e) (226,e79)

t731.941], 1126,1221

andamonia!( (3.965.2021 (1.231,913)

Toral &preciatio. ind amonizaiio. expens
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9. EMPLOYEES RETIREMENT SYSTf,M

a) Plan Desc ptiofi

The Municipaliay's employees pa(icipate in the Employees, Retirement System of the
Government of Puerto Rico and its Instrumentalities (ERS), a cost_sharing multi-employer (as
related to the Municipality,s reporting entity) defined pension plan established by the
Commonwealth. Substantially all full-time employees of th; Commo;wealth and substa ially
all municipalities are covered by ERS under rhe terms of public Act No. 44? of May l S, 1951, as
amended (Act No. 447). All regular and temporary employees ofthe Municipality become plan
members ofERS at the date ofemployment, while it is optional for officers apiointed.

MT]NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINTJED)
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ERS members, other lhan those joining it aft€r March 31, 1990, are eligible for the benefiE
described below:

. RetirerruttlAtt uit)r

ERS members are eligible for a retirement annuity upon reaching the following age:

Policemen and firemen:
50 with 25 years ofcredited service
58 with l0 year ofcrediled service

Other employees:
55 with 25 years ofcredited service
58 with l0 years ofcredited service

ERS_members are eligible for monthly benefit payments determined by the application ofthe
.ripulaled benellt ralios lo the member's average compensation. A;eraAe comoensation is
computed based on the highest 36 months ofcompensation recognized by enS. itre aruruity,
for which a membe. is eligible, is limited to a minimum of$300 per month and a maximum
of75 percent of the average compensation.

. MeritAnnuity

ERS members are eligible for merit annuity with a minimum of3o years oI more ofcredited
service. The annuity for which lhe plan member is eligible is limited to a minimum of 65
percent and a maximum of 75 percent of the average compensation.

. Deferrcd Retiremenl Ahttuil!

A participating employee who ceases to be an employee of the Municipality after having
accumulated a minimum of ten years of credited service qualifies for retirement benefits
provided his,/her contributions are left in ERS until reaching 5g years ofage.
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. Coordinated Plan

On the coordinated plan, by the time the employee reaches 65 years old and begins to receive

social security benelits, the pension benefits are reduced by the following:

(a) $165 per month, if retired with 55 years ofage and 30 years ofcredited service

(b) $l lO per month, ifretired with less than 55 years ofage and 30 years ofcredited
service.

All other between $82 and $100 per month.

Disability annuities under the coordinated plan are also adjusted al age 65 and in

some cases can be reduced over $165 per month,

. Non-Coordinaled Plah

On the non-coordinated plan the participating employee and does not have any change on the
pension benefits upon receiving social security benefits-

. Reversiolary AnnuiU

An ERS member, upon retirement, could elect to receive a reduced retirement annuity giving
one or more benefit payments to his/her dependents. The life annuity payments would sla

after the death o, the retiree for an amount not less than $240 per year or greater than the

annuity payments being received by the retiree.

. Occupalional Disabilil! Anttuig

A padcipating employee, who as a direct result ofthe performance of his/her occuPation is

totally and permanently disabled, is eligible for a disability annuity of 50 percent of the

compensation received at the time of the disability.

. Nonoccupatio al Dhabilio Anttuily

A participating employee, totally and permanenily disabled for causes not related to his/her

occupation and with no less than 10 years of credited service, is eligible for an annuity of
1.50 percent ofthe average compensation ofthe first 20 years ofcredited sewices, incr@sed

by 2 percent for every additional year olcredited service in excess of20 years.

(c)

(d)
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. Death Berreftts

Occupalional:

(a) Sqrviving spouse - annu ity equal to 50 percent of the participating employee,s
salary at the date of the death.

(b) Chilqren - gl0 per monrh for each chitd, minor or student, up to a maximum
benefit per family of g I 00.

Nonoccupatio al:

Beneficiarv the contributions and interest accumulated as ofthe date ofthe death plus an
amount equal to the annual compemation at the time of the death.

B,eneficiary with surviving spouse age 60 or over and a chil4 lg or under, up to 30 percent
(60 percent, ifnol covered under Title Il ofthe Social Security Act) (incr*."d to 50 p"r""nt
effective January l, 2005) of retiree,s pension or otherwise the excess, if any, of the
accumulated contributions at the time of retirement over the total annuity benefiti received
before death, limited to a minimum of$7S0.

. Refurrds

A participating employee who ceases his/her employment with the Municipality without the
right to a retiremenl annuity has the right to a refund ofthe contributionr_ to ERS plr, *y
interest earned thereon.

. Cosl of LiyinC Adjustrnent fot Pension Benefrts

Public Act No. l0 ofMay 21, 1992 (Act No. l0) provided for increases of3 percenr every
thrce or more years of retirement. Act No. l0 requires further legislation to grant this
increase every tluee years subject to the presentation of actuarial studies regardin[ its costs
and the source of financing_ To protect the financial health of ERS, the increai granted
during 2001 and the one ganred on January l, 2005 are being financed by the Muni;ipaliry
and the other panicipating employers.

To avoid any economic impact on ERS, the employers are respomible for contributing ro
ERS the amounts to cover the benefit payments and the employer and employee contributions
with respect to the participanls covered until the participants reach the noimal retirement age.
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. AnE dfierrt lo Acl Na 447 ellectiye .lanuary 1,2000 to cruate a Delified Co ttibutiotl

On September 24, 1999, Public Act No. 305, an amendment to Act No. 447, was enacted to
establish a defined contribution plan, known as System 2000, to cover employees joining
ERS on or after January l, 2000.

Employees that participated in the original plan as of December 3 I , 1999, had the opportunity
to elecl to either stay in the defined benefit plan or transfer to System 2000. Employees that
joined the Municipality on or after January l, 2000, were only allowed to become members
of System 2000.

System 2000 is a hybrid defined contribution plan, also known as a cash balance pian. Under
this new plan, there is a pool of plan assets, which is invested by the System, together with
those ofthe cosFsharing multi-employer defined benefit plan. Neilher the Commonwealth
nor the Municipality guarantee benefits at retirement age. The annuity is based on a formula
which assumes that each fiscal year the employee's contribution (with a minimum of 8.28
percent ofthe employee's salary up to a maximum of l0 percent) is invested as insruded by
the employee in an account which either: (1) eams a fixed rate based on the two-year
Constant Matuiity Treasury Notes, (2) earns a raie equal to 75 percent of the return oflhe
ERS' investment portfolio (nel of management fees), or (3) earns a combination of both
alternatives. Participants receive periodic account statements similar to those of defined
contribution plans showing their accrued balances. Disability benefits are not granted under
System 2000, rather are provided to those participants that voluntarily elect to participate in a
private insurance long-term disability program. The employers' contributions (9.28 percent
of the employee's salary) with respect to employees under System 2000 will continue and
will be used to fund the cost-sllaring multi-employer defined benefit plan.

System 2000 reduced the retirement age iom 65 years to 60 for rhose employees whojoined
the current plan on or after January l, 2000.

Historically, the slate government of the Commonwealth of Pueno Rico has reported ERS
and System 2000 in its basic frnancial sfatements .rs pension trust funds. Accordingly, the
Commonwealth is currently assuming any actuarial deficiency that may exist or arise related
to the Municipality's panicipating employees because ERS does not allocate to the
Municipality any actuarial deficiencies pertainingto participating municipal employees. The
Municipality is only required by law to make statutory contributions at the rates detailed

. Recent Anendmenls to Acl No- 447

The Senate and the House of Representatives ofthe Commonwealth of Puerto R;co have the
authority for establishing or amending the coniribution requirements of System 2000 by
approving the necessary amendments or laws, subject to the final approval ofthe Governor of
the Commonwealth ofPuerto Rico.
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ln June and July 2003, the Governor of the Commonwealth signed tkee Public Acts that
provided the following cerlain benefits to retirees i

(a) Increase in minimum monthly pemion payments to $300, effective January l,
2005.

(b) Triennial 3 percent increase in all pensions, effective January l, 2005.

(c) Increase in widow and/or beneficiaries to 50 percent of the benefit received by
the deceased pensioner, effective January 1, 2005.

AII the benefils granted will be funded through budgetary assignments in the Municipalily,s
general fund with respect to its retired employees.

The Board of Trustees of ERS approved effective November 17,2003, an increase in the
amount granted on personal loans to participating employees fron $3,000 to 95,000.

b) Fuhdifig Policy

The contribution requirement to ERS is established by law and is not actuarially determined.
These contributions are as follows:

Municipality and

other employers 9.28 percent ofapplicable payroll
Employees:
Coordination plan: 5.78 percent of gross salary up to $6,600 per year, plus

8.28 percent gross salary in excess of$6,600.
Supplementation 8.28 percent of gross salary. This is the only choice
plan: availableto policemerl firemen and mayors

The contribution requirement to System 2000 is also established by law and is not actuarially
determined. These contributions are as followsl

Municipality and
other employers 9.28 percent ofapplicable payroll
Employeesi 5.78 percent of gross salary up to $6,600 per year,

plus 8.28 percent $oss salary in excess of$6,600.

c) Arrnual Contibution

The actual combined employer and employee contributions to ERS and System 2000 for the
current and past two years, which are equal tothe staturory required contributions, arc as follows:

Contribulions to Retirenenl Ple
.lune 30.2011 Jme30.2010 June 10. 2009

R.lorma2000

$ 82,812 s r56,r57 $ ll8.8l9 $ 214,068 $ 116.428 $ 192, r r5
$ lll.tI2 s 156.157 $ ll8,819 $ 2l'1.068 $ rl6.128 s r92.tl5
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10. LONG-TERM DEBT

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

Municipality. Nevertheless, the laus and regulatiom of the Commonwealth also provide that:

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

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

. Direct obligations are not to be issued ifthe amount of the pdncipal of, and interest on,

such bonds and notes (and on all such bonds and notes issued thereafter) which are
payable in any fiscal year, together with any amount paid by the Municipality in the

pre.ediog fiscal ye:r on account of bonds or notes guaranteed by the Municipality,
exceed 10 percent of the total assessed value of the property located within the

Municipality plus the balance of the ad valorem taxes in the debt service fund, for bonds

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

ln addition, before any new bonds or notes are issued, the revenues ofthe debt service fund should be

sufficient to cover the projected debt service requirement. At June 30, 2011, the Municipality is in

compliance with the debt limitation requirements. The general long-term debt activily for the year

ended June 30, 2011 was as follows:

fu&dbd{fui,r@fu6p?.hls

Adu6 @r @rk6r dold rd yd rd

.lt*bD{mddlu!o!

(,,o0

(r&)

(L.r716)

(rr.re)

0e.r?)

a) Bonds Pqtabk

The Municipalily issues general and special (public improvements) obligalions bonds and notes to
provide for the acquisilion and comtruction of major capital facilities and equipment, as well as, to

cover ce(ain operating ne€ds. Bonds and notes payable at June 30,2011 is composed ofthe
following debts:

This Space Hds Been Lefi Blank lhtenlionall!
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General and Special Oblisations:

$435,000 Series 1991, for comtruction purposes, payable in annual installments
ranging from $l0,000 10 $31,000 excluding inrerest at 5.0%, though January t,
2016

$295,000 Series 2001, for construction purposes, payable in annual installments
ranging ftom $5,000 to $30,000, excluding interesrs fiom 2.89o/o ro 5.60/0.
through July 1,

$1,320,000, Series 2001, for comtruction purpos€:s, payable in annual
installments ranging from $34,000 ro 994,000, excluding inrerests at 4.7502,
through January 1, 2026

$100,000, Series 2006, for comrrudion purposes, payable in annual
installments $5,000, excluding interests at 6.50%, though July l, 2025

$85,000, Series 2006, for consrruction purposes, payable in annual installments
ranging from $5,000 to $10,000, excluding inrerests at 6.750%, tlrough January
1.2020

$245,000, Series 2006, for comtruction purposest payable in annual
installments ranging from $5,000 to $20,000, excluding interests at ?.5o2.
through January l, 2031

$165,000, Series 2008, for construction purposes! payable in annual
installments ranging from $5,000 ro $15,000, excluding inrerests at ?.5o2,
ttuough January l, 2031

$2,110,000, Series 2007, for claim and judgment debt purposes, payable in
annual installments ranging from $30,000 to $I75,OOO, excluding interests at
7.5%, tfrough January l,

$505,000, Series 2006, for comtniction purposes! payable in annual
installments ranging from $10,000 to $40,000, excluding interests at 5.0%,
through July 1, 2029

$165,000, Series 2007, for construction purposes, payable in annual
installments ranging fron $5,000 to $15,000, excluding interesrs at 7.50 %,
tlrough July l, 2032

$440,000, Series 2006 Rent, for construction purposes, payable in semiannual
installments ranging from $7,000 to $37,000, excluding inrerests at 7.5%,
ttuough July l, 2033

$ 138,000

Outstandins
Amount

240,000

1,036,000

75,000

60,000

225,000

145,000

1,970,000

435,000

150,000
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OutstandinE
AmountGeneral and Specirl Oblisations:

$35,000, Series 2008, for construction plrrposes, payable in semiannual
installmenls ranging ftom $5,000 to $15,000, excluding interests at 7.502,

through July I ,

$6?,000, Series 2009, for construction purposes, payable in semiannual
installments ranging lrom $2,000 to $7,000, excluding interests at 7.502,

tlrough July l, 2023

$160,000, Series 2009, for construction purposes, payable in semiannual
installments ranging from $5,000 to $15,000, excluding interests at 7.502,

through July 1, 2034

$105,000, Series 2006, for construction purposes, payable in annual
installments ranging ftom $10,000 to $20,000, excluding interests from 4.2302
to 4.73%, thrcugh July 1, 2012

$175,000 Series 2006, for consEuction purposes, payable in annual installments
ranging from $20,000 to $30,000, excluding interests from 6.62o/0 to 7.5yo,

through July 1, 2013

$105,000 Series 2006, for construction purposes, payable in annual installments
ranging Aom $5,000 to $10,000, excluding interests from 6.60% to 7%, through
Jtrly 1,2021

$1,486,000, Series 2008, for construction purposes, payable in semiannual
installments ranging from $22,000 to $131,000, excluding interests at 7.502,

through July l, 2033

$645,000, Series 2008, for comtruction puposes, payable in semiannual
imtallments ranging from $10,000 to $55,000, excluding interests at 7.502,

tkough July l, 2033

$605,000, Series 2008, for construction purposes, payable in semiannual
installments ranging from $5,000 to $50,000, excluding interests at 7.5%,
though July l, 2033

$440,000, Series 2008, for construction purposes, payable in sem;annual
installmenis ranging from $5,000 to $40,000, excluding inlerests at 7.502,

through July 1,2033

25,000

62,000

155,000

35.000

85,000

85,000

1,44 t ,000

625,000

590,000

430,000

Total bonds
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These bonds are payable from the special ad valorem properq, tax of 1.50% and from the 0.4yo of
sales and use taxes collected by the Treasury Department on behalf ofthe Municipality, which are
restricted for debt service and transferred to the Government Development Bank for pue(o Rico for
such purposes,

The laws and regulations of the Commonwealth provide that public debt of the Municipality will
constitute a first claim on the available revenue oflhe Municipality. public debt includ€s bonds and
notes payable. The good faith, credit and taxing power ofthe Municipality are irrevocably pledged
for the prompt payment ofthe principal and interest ofthe bonds and notes payable.

The Municipality levies an annual additional specialtax of 1.50% ofthe assessed value of personal
and real property. The proceeds of this additional special tax are deposited in a sink;g fund
established a1 GDB whereby sufficient funds must be set aside to redeem the bonds in minimum
annual or biannual principal and interest payments. The proceeds ofthis special tax are recorded in
the debt service fund.

lnlerest rates on serial bonds subject to variable rates are reviewed periodically by GDB and are based
on the fluctuation of GDB'S weighted average rate for its commercial paper program, not to exceed
8%. Under th;s program, GDB issues commercial paper in lhe U.S. taxable and tax-exempt rnarkets,
in the Eurodollar market and to corporations rhar have tax exemption under rhe Commonwealth,s
Industrial lncentives Act and qualify for benefits provided by the U.S. Internal Revenue Code Section
936.

Annual debl service requirements of maturiry for bonds payable are as follows:

20t3
20t4
2015

2016
2017-202t
2Ct22-2026

2027-2031

2032-2036

2E5.000 $

3l1,000
312,000

280,000

294.OOO

t.622,000
2,094.000

2,t26,000
t,10E,000

320,397 $
550,456

530,606

5t2,t71
494,350

2,1a2.282
1,593,760

459,220
12t.4t3

605,39',7

85r,456
442,606
?92.171

7E8,350

3.804,282

3.687,760
2.945.220

t.229,4 \3
8,,132,000 '7,164.655 r5,596,655

b) Cont'e ible Li e ofcredit

Non revolving line ofcredil of$1,550,000, for the construction ofbowling alley, to be converted in a
revenue bond at due date. Interest of7% will be payable on January I and July I yearly after finishing
construction ofthe bowling fac;liry. Accrued inrerest of line ofcredit as ofconversion date will be
included as part ofthe revenue bond. As ofJune30,20l I, the accrued interest amounted $213.497.
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c) Notet Palable to CRIM

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 j0 years. The financing
agreement allows for the financing ofa debt that the municipalities of puerto Rico have with CRIM,
arising ftom the final settlements of property tax advances versus acrual collections tlnough fiscal
year 2000. The amounts ihat the municipalities will collect from the additional property taxes
resulting from the increases in the subsidy ftom the Commonwealth to the mu;icipalities are
assigned thrcugh this law to repay such loan. The incrmse in this subsidy was the result ofthe
Public LawNo.238 ofAugust 15, 1999.

ln addition, on July 1, 2002, the Municipality entered into a repayment agreement with CDB and
CRIM 1o pay offthe remaining $1,982,632 ofexcess of property tax advances through fiscal year
2000 and 2001. CRIM retains the principal and interest from the properb, tax advances of the
Municipality. The amounts retained by CRIM are remitted to CDB on July 1 of each year ttrough
Iuly l,2032. The repayment agre€ment bears interest at variable rates determined by CDB. The
outstanding principal balances ofthe note payable to CRIM amounted $1,705,189, at June 30. 201 l.
The principal and interest maturities are as follows:

2012
2013
2014
20t5
2016

2017-2021
2022-2026
2027-2031

2032
Total

s 41,281

43,871
46,63\
49,561

52,675

317,t86
430,438

583,760
r39,581

_J__.Ug!_qe

$ 104,885

102,292

99,535
96,605
93,491

413,444
300,392
147,070

6,583

---J;!!2e7

$ 146,166

146,166
146,166
146,166
146,t66
730,810
730,830
730,830
146,166

_i__l!!21!6

This Space Hat Been Lel Blank Intentionolbt

6l



MTNICIPALITY OF VILLALBA
COMMONWEALTH OF PTJERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JT]NE 30, 20I I

3,5t8
3,342

6,347
6,t71

Financins of d€linouent propertv tax accounts sold - On July l, 2007, the Municipality entered

;nto a financing agreement wilh CRIM in the amount of $70,722 for the payment of del;nquent
property tax account sold to privale investors. The financing agieement in the form ofa line ofcredit
bearing interests at 6.500/0 duringthe first 5 years, and variable interests 125 points over LIBOR rate

during the next 25 years. At June 30, 201 I, the outstanding principal balances amounted to $59,407
The principal and interest maturities are as follows:

Year ending
June 30, Principal ltrtcres( Total

2012$2,a29$3,694S6,523
20t3
20t4
2015
2016

2017 -2021
2022-2026
2021-2031

2,829
2,829
2,829
2,829

14,145
14,145
14,144

3,166 5,995
2,990 5,819

12,3t0 26,455
7,910 22.055
3,070

174

17.214
3,002

rotar _$_____!2.1q ______ 
j9Ll4 

_$_____22J91-

!lE- On June 28, 2001, the Municipality entered into a financing agreement with CRIM for the
payment ofthe Municipality's share ofthe cost of an information management system, acquired by
CRIM on behalf of all municipalities, for the management of a digital database of taxpayers
properties located in Puerto Rico. The face amount ofthe loan was $110,718 and bears no interest.
The note is payable in monthly installments of$7,424 ttuough November 1, 2011 This note has an
imputed interest rate of5.95%. At June 30,2011, the balance ofthis note amounted to $7,210. The
principaland interest maturities are as follows.

Year ending
June 10, PrincirBl Intcrcst Total

2032 2,824

2012$?,210$214$7,424

rotar _S__jlo -$,____214 _!_____1424

d) CohpensatedAbsences

At June 30, 2011, the liability for compensated absences is composed as follows:

Due withir Due rft€r
Ope vear 9!!-)e!! -.&!4

vacations and sick leave $ 1.084.038 $ 478.336 Sl-562.374

roral $I@@ $ 4?11.316 $r-562J71
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e) Pueflo Rico Departfient of Labor

OnApril 26, 201 l, the Municipality entered into a funding agreement with the Department of Labor
in the amount ofg 1,375,598 for the payment of unemployment debt. The amou;t wjll be retained
tluough CRIM beginning June 5, 201 l. The face amount of loan was g 1,j75,578 and no interest. Thjs
note has an imputed interest rate of 5%. The first payment will be $137,559 with 48 payments of
$20,000 and a final payment of 9275,261. At June 30, 2Ol I, ihe balance of this account amounted to
$1,092,981. The maturities ofprincipal and interest are as follows:

Year ending
Jupe 30,

20t2
2013

2014
2015

2016
Tolal

Principal

$ 189,658

199,361

209,561
220,2a2
274,119

Interest Total

s0,342
40,639
30,439
19,718

1,\42

$ 240,000
240,000
240,000
240,000
275,261

$ 1,092,981 ____112,280 _!_l,rj!!91_

f) Puerto Rico Water and Sewage Authoriry

On May 25, 2011, the Municipality entered into a financing agreement with the Water and Sewage
Authority in the amount of$ 191,595 for the payment of debt service water and sanitary sewer. Tie
amount will be retained tlrough CRIM beginning in June 2oll. The face amount of loan was
$191,595 and has no interest. This note has an imputed interest rate of5%. The first payment willbe
$19,587 and 18 payments of $9,556. At June 30,2011, the balance of this account amounted to
$165,385. The maturities ofprincipal and interest arc as follows.

Year ending
June 30,

2012
2013

2014
20t5
2016

Total

Principal

108,876

56,509

Intc rest Total

5,797

827

$ 114,673

57,336

_!__]ei!s
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11. FUND BALANCE (DEFICIT)

As of June 30, 2011, fund balance (deficit) is comprised of the follow;ng:

Ftnd

'.
229,442
113,633

r 1,130
l5l.77l
40,116
20,033

turdt

t:

*"r:

733.423

HT'D
rrtrd belrns (d.il.it)

Culture and recration
Ecommicd€velopme.l

Cuhlr and rsalion
E ononic delelopoenr

cultore and reraiion
Economr dovelopment

Tohl 6ind h6!anc6 (deficn)

79,400
|,226,5'

229.312
U3,633

2,126,450
,ro:

788.428

66J21
I t,130

t5l,77l

20,031

tr.rn ,gzg)
$ 319,120($2.149.87{) $ 79,,roo $r.226,532 11.221,662

12. COMMITMENTS AND CONTINGENCIES

Litisations

The Municipality is a defendant in a number of lawsuits arising principally from claims agaimt the

Municipality for alleged improper actiom, and other legal matters that arise in the ordinary course of
the Municipality's activities.

With respect to pending and threatened litigation, the Municipality has not reported liabilities in the
general fund for awarded unfavorable judgment because there is not liabilities with a fixed or
expected due datq which will require fulure available financial resources for its payment.

It is managemen!'s opinior! based on the advice ofthe legal counsel, that the potenaial claims against

the Municipality not covered by insurance will not materially affect the financial resources for its
payment.
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Federul Proeaams

The municipality participates in a number of federal financial assistance programs. These programs
are subject to audit on behalfthe grantors to assure compliance with gant provisions. Ifexpinditures
are disallowed due to noncompliance with grant programs requirements, the Municipaliiy may be
required to reimburse, these costs, to the grantor agency. It is the Municipality,s Management
opinion, that any amount disallowed by federal agencies, will be immaterial'to the f.inancial
statements.

Conmilmerrts

The Municipality has reported, outstanding encumbrances amounling to $299,741 in the general fund
at June 30, 2011. The municipality intends to honor these encumbrances, which will continue to be
fiquidated under the current year's budget during a lapse ofperiod that extends into the subsequent
fiscal year.

Co n s tr u cl i o n Co rtunit me n I s

The Municipality has commitrnmls a. June 30, 20ll
improvements e renovation ofcertain capital assds.

of approximately $1,806,622 ior construdion.

13. SUBSEQUENT EVI]NTS

On June 16, 201 l, the Legislature of the Commonwealth of puerto Rico issued Act No. 94, which
established an incentive plan for the payment of real and personal property laxes duq beginning on
July 14, 2001. This Act provides a ta,\ relief for the payment of real and personal property taxes
eliminating accrued interested, penalties and charges over unpaid principal of past due property tax
liability. The period that taxpayers have to enjoy for such benefits is for exactly ninety ((t0) days
beginning on July 14 though October 1 l, 2011. The unpaid property taxes covered under this Ac1
are those related to fiscal years 2009-2010 and earlier (for real property taxes) and for years 2008 and
earlier for personal property taxes. Also, To get the benefit ofthis Act, it is required that the property
taxes for the fiscal year 20i 0-201 I and for the first semester 2Ol l-2012 are paid.

On November 7, 201l, the Commonwealth approved Law Act No. 218_ Act No. 218 establishes an
amnesly program available until February 29,2012, in which taxpayers may pay, outstanding
income, estate, donatiom and special real properry ta-\ debts with a discount ;f 100% ol an,
penalties, ;nterest and surcharges ("the program,,). To benefit from the program rhe taxpayer must
pay the tofal amount of the outstanding debt as of the date of payment on or before F,bruary 29,
2012. This legislat;on extends the benefirs ro those taxpayers with ourstandjng debts subject lo
payments plans, payroll discounts and those who have tax returns onder investigalion.

On November 22, 201 1, the Commonwealth approved law Act No. 231 which creates the Municipal
Improvements Fund. The Municipal Improvements Fund will receive.Ol% ofthe deposits collecied
from the .05% municipal sales and uses tax collected by the Secretary of the Treasury. The
collections will be deposited in an account or special fund jn GDB to be distributed tirrough
legislation by the Legislative Assembly for public permanent projects and improvements in the
municipalities.
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MLINICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

BUDGETARY COMPARISON SCHEDULE- CENERAL FUND

FOR THE YEAR ENDED JLNE 30. 20I I
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MUNICIPALITYOF VILLALBA
COMMONWEALTH OF PUERTO RICO

FINANCIAL DATA SCHEDULE
YEAR ENDED JUNE 30. 2011

Prosram Balance Sheet Summary
Fisral Year End: 0680/2011

u-a7t
Housing
Choice

111 Cash - Unrestr;cted

113 Cash - Other Restricted

100 Total Cash

121 Accounls R€ceivable - PHA Projects s6,t6l

120 Total Receivables. Net ofAllowances for Doubtful Accounls s6.I63

rS0 Total CurrentAssets

164 Fmiturq Equipment & Machinery - Administration $51.63t

I 66 Accumulated D€preciation $50,313

160 Total Capitll Assets, Net of Accum ulated Deprecia tion

180 Total Non-Current Assets s3tJ

190 Total Assets

312 Accounts Payable <= 90 Days

321 Accrued Wage/Pa)roll Tdes Payable $t.03t

322 Aclrued Compmsated Absences - Currart Poriion

ll0 Total Currenl Liabilities

350 Total Non-Currenl Liabilities

300 Totil Liabilities

508. I Invesred In Capiral Assets, Ner of Related Debl $3r:l

5l 1.1 Restricted Net Assets

512.1 Un.esricted Net Assets

513 Total Equily,t{et Assets

600 Total l,iabililies and f,quityr.i{el Assets

67



MTJNICIPALITYOF \4LLALBA
COMMONWEALTH OF PUERTO RICO

FINANCIAL DATA SCHEDTILE
YEAR ENDED JUNE 30, 2011

9?000 Elcess ofOperating RerDue oEr Oper.tiDg fxpenses

9B0O Hous;r8 Assistance PayrEnls

974{xl Deprcciation E&ense

299.o..q..TeFl.B.ET:::

I 1020 RequiredADnual DebtPrincipal Palmetrti

.lll.qg..ll9.1!.ieC.tr.iii.9e:i.L:I-..:19.8"-i1.................. ..... l

.111r..9..-u.e.1l!.".r!Ir1mhqe.................-...,..,,.,,.., f

.!11.!9..)rrYr.elllllYe.rll:..kP..e9................ . . . . . . . .. ...............i. t003
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Prcgam Revenue and Bpense Sumrrary

Fiscal Year E-rld: 6/30/ 1 1

70600 HUD PrlA Operating Cranls 5523.165

71500 OlherRevenue $r2,s98

70000 Total ReEnue s535,963

$58,890

91600 Ofilce Elpenses $20,163

91000 Total OFrating - AdministritiE 5?9!053

96900 Totrl Operatinq Lxpenses s79,053

$1,16.086

$ 1.421

s526.560

10000 rrces s (Deliciency) of Total ReEDue oEr (tltdo) Total S9,,103

s0

r1030 Beginning Equitl s68.402

lll70 AdninhtrstiE Fee Equity s10.0?6
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MLNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO FINANCIAL DATA SCHEDULE
YEAR ENDED JL'NE 30. 2011

NOTE A _ BASIS OF PRESENTATION

The accompanying Financial Data Schedule (FDS) is a trial balance of the Section 8 Housing Choice
Voucher Program, administered by the Municipality. The FDS was created in order to standarize the
financial information reported by Public Housing Authorities (pHA) to the Real Estate Assessment
Cenler (REAC), as required by the Uniform Financiat Reponing Standards (UIRS). RbAC is the US
Department of Housing and Urban Development (HL,D) national manager cenler created to assess the
condition of HUD owned and assisted propenies. The UFRS are rules to implement requirements of
24 CFR, Part 5, Subpart H, for the electronic filing offinancial information to HUD.

In accordance with the guidelines for reporting and attestation requirements ofUFRS, the accompanying
FDS is included as information supplementary to the financial statements. lt was prepared uiing thi
accrual basis ofaccounting as required by REAC regulations.
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COMMONWEALTH OF PUERTO RICO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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MUNICTPALITY OF \ILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO THE SCHEDTJLE OF EXPENDITURES OF FEDERAL AWAXDS
YEAR ENDED JUNE 30, 2OI I

NOTE I: BASIS OF PRESENTATTON

The accompanying schedule of expenditures of federar awards incrudes the federal grant activity ofthe
Municipality of Villalba, Commonwealrh ofpuerro Rico (the Municipality) for the year ended June 30,
2011. The Munic;pality's reporting entity is disclosed in Note I to-the 

'Municipaiity,s 
basic financial

statements as ofand for the fiscal year ended June 30, 20l l.

The accompanying schedule of expenditures offederal awards is presented on the modified accruar basis
of accounting.

The iniormation in this schedule is presenied in accordance wifh the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of the basic
financial statements.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOLNTNG PoLICIES

The accompanying Schedule of Expenditures of Federal Awards is prepared from Municjpatity,s
accounting records and is not inlended to present financial position or the risults ofoperatiors.

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

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

NOTE3: FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on the program rurmg review of
grant contracl information and the OlIice of Management and Budgel,s Catalogue of Federal Domestic
Assistance.

NOTE 4: PASS THROUGH GRANTOR,S NUMBER

State or local government redistribution of federal awards to the Municipality, treated as if they were
received directly from the federal governrnent. OMB Circular A-133 requires the schedule to include the
name of the pass though entity and identirying number assigned by the pass through entity for federal
awards received as a sub-recipient. Numbers identified as N/AV are not available.

NOTE 5: MAJOR PROGRAMS

Major prog"arns are identified in the Summary ofAuditor's Results Section ofthe Schedule ofFindings
and Questioned Costs.

END OF NOTES
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MENoozecRauos
Contado!€s Pdbljcos Autorizadot C.S.P

tO Box 35 , Guayda, P!frto R,6 0073s

To the Honomble Mayor and

N{embem of the Municipal t-egislature
MuNrcrpALrry oF vrl-r-ALBA, PuERrl RIco

REPORT ON TNTERNAL CONTROL OVER FNANCIAL REPORTING AND ON COMPLTANCE

AND OTHER MATTERS BASED ON AN AUDIT OF FIh.ANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

we have audited thc financial stalements of thc govemmentnl activities, each major fund, and the

aggregate remaining fund infornralion ol theMunicipality ofVillalba. Puerto Rico (the "Municipaliiy") as

of and for the fiscal year ended June 30, 2011. which colleclively comprise Muoicipality of Villalba's
basic financial statemenls and have issued our report thereon dated December4, 2012- The rePo.t's

opinion on govemmental wide financial statement wns disclaimed because does not mainlained adequate

records regarding capital assets. accumLrlaled depreciation and relatcd dcprccialion cxPnse reported in

the governmental activities The report s opinion on fund financial statements was qualified because the

Municipalily did not maintaj complctc and accurate rccords of all interfund transsaclions in the due from

and lo accounts balance for the fiscal yerr 2010_ ll. Excepl as discussed in il)e preceding scntences. we

conducted our audjt i. accordance lvith nuditing shndards generally accepted in the United states of
America and the standards applicable to linancial audits contained in Govemnent AadititlS Sta a s'

issued by the Comptrollcr Gcneral oflhe Unilcd Slates.

tlTFelar CoNTRor ()wR FINANcT\r REP(rRTu\c

Nla agement of Muoicipaliti oi Villalba is responsible for esmblishing and maintaining effecaive intemal

cont.ol over finaocial reponiDg. In ptanning and pcrforning our audit, we considcred the Municipalil)'s
intemal conlrcl over fi ancia, reponing as basis for designing our audiling procedures for the purposc of

expressing our opinion on ihe financial statements, bul not for the purpose oi expressing an opinion on

fta effecliveness of thc Nlunicipality's intemal control over financial reponin€!. Accordingly, we do not

express nn opinion on the effectiveness of the Vunicipalily's iitemal control over financial reportinS'

Our considcration of intcmal cootrol over financial reponiog was tor the limited purpose described in rhe

preceding paragraph and was nol designed to ideolify all deficiencies in intemal control over financial

iepon;ng tr,rr ;itht be significanr deticiencies or mate al lvcaknesses and iherefore. there "n he no

asiuuanie tlu att deficiencies, sisnifican! deficiencies, or material weaknesses have been identified'

However, as describcd in the accompanynrg schcdule of findings and questioned cosLs. we idenlified

cerrain deficiencies in intemal control oler financial reporting th.l we consider to be material weaknesses

and olher deficie cies that lve considered Io be significant dcflcieocies-

A deficiency iD intemal control exists when the design or operation of a control does not allow

managemeni or employees. in the normal course of performing lheir assigned functions' to prevent or

l1



I}.iDEPENDENT AUDTTOR'S REPORT
MUNICIPALIIY OI' VLI-ALBA

dekcr misstatemenrs on a timely basis. A malerial weakness is a deficieflcy, or a combination of
deficiencies. in intemal control such thar rhere is a reasonablc possibilily rhat a ;teriat misstatemenr of
fie entity s finnnciat sutemeni-\ wi nol be prevented, or deteirea and correcrea on a rimety frsis. we
consider the deflcrencies idendfied as finding lt{l in the accompanying schedule of findings and
quesdoned costs to be mare.ial rvcakrcss_

A significant deficiency is a deficiency. or a combioation of deficiencies, in intemal control rhat is Iess
severe than a-material_ wcakness. yer imponant enough !o merit attention by those charged wift
govemaflce. We consider rhe deficiencies idenrified as finding u{2 in the accompanying schedule of
findings and questioned costs lo be significan( deficiencies.

ColtPLrANcE ANp OTHER IlArrERs

As pan of oblaining reasonable assurance abour whether rhe Municipaliry's financial statements a.e freeof matedal misstalemenr, we performed tesrs of irs cornpliance v,i;h cenaio proyisions of laws,
regulations, cont.acts, and gmnts agreemenrs, nonconpliance wirh which could have; direct and material
effect on the delerminaion of financial sraremen! amounts. However, providing an opinion on compliance
with.thos€ provisions was not an objecrivc of our audir, and accordirrgty, ;c do_not express such an
opinion. The results of our Gsrs disclosed inshnc€s of noncompliance or-other matter rhat are required to
t'e rcported tmder Grvemnent Auditi,tg Statulaftls and which are described in rhe accomp?nying ;chedute
of findings and questioned costs as tindjngs I l,0I and I 1,02.

Municipality's response to the findings idenrified in our audir is dcscrib€d in lhe accompanying schedule
offindings and questioned costs. We did nor audit Municipality.s responscs aIId, accordingi. *e express
no opinion on them.

This rcport is inrended solely for thc information and use of lhe maDagement, Municipal Legistature,
Office oflhe Commissioner ofMunicipal Affain, federal awarding agencies, srare tundiog agencies. and
pass-through entities. and orher regularory agencies, and is not inrended to be and shoutd noi be usea by
anyon€ other thao these specified parties.

Guayama, Pueno Rico
Decenber 4, 2012

SInDp nub{ lt3l32 w6
.lljr.d b rh. digilal of d,ir repon.

25?3184
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l1 MuNpozecRq,uos
Contadores Ribli.os Autoriados, C S.P.

PO. &x 3s . Gu.yae, P!..to tuo (r85

To the Honomble Mayor and

Members of the Muni€ipal Legislature
M( JNICIPAI-I'IY OF VILLALBA. PLIERTO RICO

REPORT ON COMPLIANCE WITH REQUTREMENTS T}iAT COI,]LD HAVE A DIRECT AN'D
MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDAI.iCE WITH TIIE OMB CIRCULAR A I33

ColtlPr,rANcE

We have audiEd rhe compliance of the Muicipaliry of Villalbr, Pueno Rico (the "Municipality") with
the lypes of compliance requirements desc.ib€d in th€ U. S. Ollicc of Management and Bwlqet (OMB)

Circular A 133 Compli@ce Supplement lhat could have direct and material effect on each of the
Municipality's major fcdcral programs for the year ended June 30,2011. The Municipality's major
federal programs are identificd in the summary of auditor's resulB section of Ue accompanying Schedule
of Findings and Questioned Cosrs. Compliance wirh the rcquirements of laws. rcgulations, contracls. and
grants applicable to each rnajor federal programs is $e responsibility of ihe Municipalny's management.

Our rcspoosibility is to express an opinion of the Municipality's compliance basfd on our xudit-

we corducted our audit of compliance in accordance with arditing shndards generally accepcd in thc
tlnired States of America: the standards applicable to finincial audits contained ii Govrn znt Autliting
.Sk/nddrri issucd by $e Complroller Cenernl of the United Statcsi and OMB Circular A-133, Ardnr o/
States, Local Go|emnents. and Non-Profit Orya i.atians. Those standards and OMB Circular A-133
reduire that we plan and perfonn the audit to obtain rersonable assurance aboui whether nonconrpliance

wilh the lypes ol compliancc rcquiremcnts referred lo abov€ that could have a direcl and material effect

on a major fcderal program occurred. An iudil includes examining. on a tcst basis, cvidence aboul the

Municipality's complirnce with lhose requirements lrnd performing such othe.s prccedures, as we

considcred necessary in thc circumstaflces. We believe that our audit Provides a reasonable basis for our
opinion. Our aud does not providc a lcgal determination on the MuniciPality's compliance lt'ilh those

As dcscribed ia tlle accompanyiog Schedule of f]ndings and questioned cosis, the MDnicipality did not

comply with the requirEmenls that are applicable lo its major programs, as follows:

Number Compliance Requireme Maior Prosam
ll03
ll04
I t,05
L,07
l I,08

Suspe$ion aid Debament
sp€cinl Te$s

Suspesiotr ad Debarment

Cornmunity Development Block Grant / State's Program
Connnunity Developmni Block Grant / State's Prcgram
Communiry Det€lopme Block Grant / Staoe's hogam

DiMslq Grants - Public A$istame
Diesrtr Ctrants - Public Assistarc€

Conrpliance uith such requirements is nccessary, in our opinion, for the Municipality to complv with the

requirements applicable 10 such progranN.



INDEPENDENT AUDITOR'S REPORT
MuNIctPAt,try oF VTLLALBA

ln our opidon, except for rhe noncompliance described above, rhe Municipa|ry comptred. in aI materiat
respects' with the compliancc requirements referred to above lhar could h;ve ;direciaad mareriir effecr
oo each of irs major fbderal pmgrams for the yeir ended June 30,201l.

INI'ERNAT CoNrRoL OwR CoMTUANCE

The management of rhc Municipariry is rcsponsibre for estabrishing and mainraining effecrive internal
conuol overcompliance with requirements of laws, regulations, contracts and grants a-pplicable to federal
programs. In plannin8 and performing our audir, we considered rhe Municipality's in;mal controt over
compliance with the rEquirements that cor d have a direct and material effeci on; major federal progmm
to determine our auditing procedures for thc purpose of expressing ou. opinion on co;pliance and to lesr

1od, 
repo.l 9l inremal conlrol ove. compliance in accordance wirh U. S. OlJice of Managen,ent ahal

Budget (OMB) Circular A,/-lJ. bur not for lhe purpose of expressing an opinion onihe effecttveness of
intemal control over compliance- Accordingly, we do nor cipressL opinion on the effecliveaess of
Municipali(y s intemal connol oter comptiance.

Our consideration of intemal coDtrol over compliance was for rhe limited purpose described in the
preceding para$aph and was no! designed to identify all deficicncies in intemai c;nrrol over compliance
thd miSht be sigrificant deficiencies or malerial weaknesses and rherefore, there can be no assuance thar
all deficiencies, significant deficiencies, or material wea.knesses have b€en idenrified. Howcvcr- as
discussed below, we idenrified cenain deficiencies in iotemat conrrol overcompliance that we consider to
be maErial we*ness.

A deficiency in intcmal control over compliance cxisls when rhe design or opcmlion of a conrrol over
compliance do€s not allow management or employees, h the nonnal cours€ of performing their issigned
functions, b prevent or detecl noncomplirnce with a type ofcompliance requirement ofa iederat program
on a time,y basis. A material weakness in inreurat control over compliance is a deficiency, or a
combinatio, ofdificiencies, in intemal conrol over compliance, such rhal rh€rc is a reasonablc po;sibility
that material noncompliarce with a rype of compliance requiremenr of a federai program will not be
prcvented, or detected and corecred, on a rimely basis. We consider the deficiencies in irtemat co.trot
overcompliaoce dcscribed in rhe accompanying schedule offindings and q esljoned costs as irems ll{1,
I l-04, I l-05, 11,06, I l -07 and l1-08 ro be marerial weaknesses.

Municipality s rcsponses to the findings identified in our audi! are descr,bed io rhe accompanying
schedule of findings and questioned costs. We did nol audit Municipality's response and, accordingty, we
express no opinion on them.

This report is intended solely for the information aod use of the Municipal t egislature, managemenl,
Office of the Commissioner ofMunicipal Affairs, federal awarding agencies. state funding agencies, and
pass-through eotities, and other regularory agencies, and is not irtended to be and should nor tie used by
anyone other than thcse specified paaies.

CPAS
c.s.P.

Guayama, Pueno Rico
Decembe.4.20l2
Srup nmb6 2573133 *as
aftir.d ro the migiDal or lhis rrod

i(
\'i-
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MUNICIPALITY OF vILLA-t-BA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QTJESTIONED COSTS
FOR THE FISCALYEAR ENDED JLNE 30. 2OI I

SEc'IIo\ I.STI}'I]UARY OF AT.DITOR,S REST]I,TS

Financial Statements
Type of auditors' report issued:

Any audit findings disclosed that are required to be reported

in accordance with 510(a) OMB Circular A-133? E Yes

The Municipality's major programs were:

CFDA Number Name ofFederal Progam

tr Unqualified Opinio& except for
disclaimer opinion for government-wide

financial statement
E Qualified Opinion
E Adverse Opinion
E Disclaimer Opinion

trNo

lnternal control over financial reporting:

. Material weakness (es) identified? I Yes tr No

. Significant deficiencies identified that
are not considered to be materiat weakness (es)? E Yes E None Reported

. Noncompliance materialto financial statements noted? E Yes tr No

lnternal control over major programs:
. Material weakness (es) identified? EYes DNo
. Significant deficiencies identified that

are not considered to be material weakness (es)? E Yes E None Reported

Type ofauditors's report issued on compliance for
Major Programs: E Unqualified Opinion

I Qualified Opinion
! Adverse opinion
E Disclaimer

14.228
14.255
14.871

14.850
9',7.036

Dollar threshold used to distinguish between

Type A and TlTe B Programs:
Auditee qualified as low-risk auditee?

Community Development Block Grant
ARM- Community Development Block Grant
Section 8 Housing Choice Vouchers
Public and Indian Housing
Disaster Gmnts - Public Assistance

$300,000
E Yes

76
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JTJNE 30, 20I ]

SEC.IIoN [ - trI]tANCL{L STATEMf,NTS trINDINGs AND QUESTIONED cosTs

FINDING

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

11-01

INTERNAL CONTROL

CAPITAL ASSETS

FIXED \ CA"ITAL ASSETS AND EXPf,NDI1IJRES-SUBSIDIARY LEDGER

The Municipaliry has not maintained complete and adequate records in
order to obtain sufficient, competent evidential matter with respect to the
Capital Assets reported in govemmental activilies and, accordingly, the
amount by which this departure would affect the assets! net assets, and
expenses ofthe govemmental activities is not determinable.

Chapter lX, Article 9.002 of State Act Number 81 of August 30, l99l
states that the municipality should maintain updated property accounting
recorG. Also the GASB Statements No. 34 Earic Financial Statements

and Management s Discussion a d Analysis for State and Locat
Governments rctsirethat all capital assets, including infrastructure, must
be presented in the Statements of Nel Assets and that these assets must
be depreciated during its useful life. Also, provisions ofCASB Statement
No.42, Accountinq and Financial Reporting of Inpaiments of Capital
Assets and for Insurance Recoyeties, requjres the Municipality to
evaluate prominent events or changes in circumstances affecting capital
assets to determine whether an impairment of a capital asset has
occurred. Furthermore, provisions of GASB Statement No. 51,
Accourting and Financial Reporting for Intagible ,4srers, require thar
all intangible assets not specifically excluded by its scope provisions be
classified as capital assets.

Competent and sufficient evidential matter related to the capital assets
was not available to support the value, completeness and ownership of
these assets.

The Municipality's covernment Wide Financial Statements do not
present fairly, the financial positioo of the governmenlal activities, and
the change in financial position ofthe Municipality_

We recommend that the Municipality should continue the compilation of
documents to support the value, complereness and ownership of its
capital assets, to comply with the requirements ofthe CASB Statement
No. 34, GASB Statement No. 42 and CASB Statement No.5l.

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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Sf,CTION II _FIN,TNCIAL STATE\IENTS Fh'DINGS AND QLESTIONED COSTS

FINDINC II-01 (CONTINUf,D)

QTJESTIONED COSTS NONE

MANAGEMENT RESTONSE

AND coRREcTrvE AcrroN pLAx The Municipalily had gathered relevant information related to ihe capital

assets but it has not been sufficienl 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.

Implementation Date: December 31, 2012

Responsible Person: Mrs. Joan Quifionez
Finance Department Director
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PTJERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JI,NE 30, 20] I

SECTION II _ FINANCIAL ST]T E}IET-TS FINDIi-GS A\D QI]ESTIOT-ED COSTS

FINDING

CATEGORY

TOPIC SENTENCE

CONDITIONS

1r-02

INTERNAL CONTROLS

ACCOT]NTTNG SYSTf,M

The accounting system and manuals registers used by the Municipality to
account and regisler the financial transactiorE during the fiscal year does
not provide for the summarization of transactjons that permit the
preparation ofMunicipality's financial starements in conformitv with the
General Accepted Accounling principles o, rhe United Stales o'i'America
(GAAP),

There are no internal controls or records fo account for the inter fund
receivable and payables balances between Municipality,s funds. Monthly
program's expenditures financed by the Municipality's general fund are
not being register, monitored nor accounted for by the programs,
accountants. In addition, inter fund transactions regarding the
reimbursement of money between funds were not supported by an
analysis.

The Municipality does not count with an account receivable subsidiarv
ledger.

According to Anicle 8.010 (a) and (b) of Law Num. 8t for the
Municipalities of Puerto Rico, the computerized system and the
procedures ofaccounting and property will be design so that it allows the
Municipality to carry out its functions, at the same time as they serve 10
maintain an uniform and coordinaled accounling. lhar provide;complele
picture ofthe financial operations of the Municipality and the necessary
financial information that assist the Municipality Legislature, the
Covernor, and the Se.retary ofthe Puerto Rico Treasury Department in
the performance of its respective responsibilities. Municipalities
accounting will be based on funds, Generally Accepted Accounting
Principles and the requiremenls 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' accounting systems and fiscal procedures.

Municipality's accounring system and financial reports are subject to
State's agencies requirements which does not allow nor provide the
Municipality with the necessary lools capable of recapturing the financial
information and provide fi nancial statements.

CRITERIA

CAUSES
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SECTION II _trlNANCIAL STATEiIIIiNTS FINDINGS AND QUESTIONED COSTS

FINDING

EFFECT

11-02 (CoNTINUED)

The lack of an adequate accounting syslem which can captures all the

financial information and generates Municipality's financial statements

for each fiscal year affect the Municipality ability to measure the

financial and nonfinancial performance of programs 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.

so nd decis;ons on the current results and future direclion of vital
programs and policies are made more difficult without timely, reliable
and useful Iinancial performance informalion.

The Municipality should establish and implement the necessary measures

that allow the summarization of the financial transactions in order to
prepare the financial statemenls in conformity with GAAP.

The Finance Director is implementing new inlem accounting procedures

related to the financial information in the Department in order 10 prepare

the information according to GAAP. This situation will be solved
prompdy.

Implementalion Dater January l), 2013
Responsible Persoo: Mrs. Joan Quillonez

Finance Department Director

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

AND CORRECTIVE  CTION PI,AN
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SECTIoN III - FEDf,R{L AWARD T'INDINGS ANDQTJTxTIONED cosTs

FINDING

FEDERAL PROGRAM

I r-03

COMML]NITY DEVELOPMENT BLOCK GRANT/STATE'S
PROGRAM (CDBG) (CFDA NO. 14,228) DEPARTMENT OF
HOUSING AND TIRBAN DEVELOPMENT PASS THROUCH
STATE.OFFICE OF COMMISSIONER OF MTNICIPAL AFFAIRS

INTERNAL CONTROL / COMPLIANCE

PROCTJREMENT STANDARDS

LACK OF REQUIRED CONTRACT CLAUSES AND
PROCUREMENT DOCt]MDNTATION

ln testing compliance with the procurement requirement, we examined
five contracls for construction projects which were paid during the fiscal
year 2010-11. ln relation to stich examjnation we determined the
following:

l. Absence ol contract clauses required by the program regulation, as
follows:

three contracts did not include clauses regarding contractual
legal remedies when contractor violates term and gr.anting access
to GAO and olher federal agencies to books and documents,

five contracts did nor require compliance with Executive Order
11246 of Septenber 24, 1965, entirled ,,Equal Employment
Opportunity," as amended by Executive Order 11375 ofoctober
13, 1967, and as supplemented in Department of Labor
regulations (41 CFR chapier 60) and with the Copeland ,.Anti-
Kickback" Acl (18 U.S.C. 874) as supplemenred in Deparrmenr
oflabor regulations (29 CFR Part 3),

Two construction contracts over $100,000 did not include
clauses regarding Compliance with all applicable standards,
orders, or requirements issued under seclion 306 ofthe Clean Air
Act (42 U.S.C. 1857(h)), secrion 508 ofrhe Clean Waier Act (33
U.S.C. I368), Executive Order 11?38. and Environmental
Protection Agency regulations (40 CFR palt 15).

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JIJNE 30, 20I I

Sf,CTION III - FEDER1L AWARD FINDINGS AND Q[,ESTIO:,1f,D COSTS

FINDTNG

CRITERIA

CAUSE

11-03 (CoNrrNU[D)

2. Absence of evidence regarding the documents that should be

required to the conlractor, such as Payment and Performance Bond,
evidence of payment of municipal license ta\ and construction
charges, State Insurance Fund (one case) and, Department of
Treasury, CRIM and Department of Labor neptive certifications.

Code of Federal Regulations, Subpart C, 24 CFR Section 85.36 (i)
(l-13) slates lhat subgrantee's contracl musl contain provisions in
paragraph (i) ofthese Sections. Federal agencies are permitted to require
changes, remedies, changed conditions, access and records retention,
suspension of worlq and other clauses approved by the Office of
Procurement Policy.

The 24 CFR 85.36 (h) states the requirements regarding Payment and
Performance Bond on the part of the contractor for 100 percent of the

contract price for construclion contracts.

Chapter Ix, Section 2, ofthe Municipal Management Regulation states

the documents that the Municipality should require to the contractors.

The Mun;cipality did not maintain appropriate procurement standard
procedures in order to assure that conlractor complies with program

requirements.

Municipality is not in compliance with the mentioned federal and state

regulations.

We recommend management to update contract model according with
the federal requirement and establish internal controls to assure that all
required documentation is obtained from the contractor during the
procurement process,

None

To corre€t this condition, we will modiry our master contract to include
all the general clauses required by Federal and State laws. Also, we will
improve our intemal controls and procedures to ensure that all
procurement documentation is properly safeguarded on file, and
available as requested for audit procedures.

lmplementation Date: December 3 1, 2012
Responsible Person: Mr. Wilfredo Santos

Municipal Secretary

EFFECT

RECOMMENDATION

QTIESTIONED COSTS

MANAOEMENT RESMNSE

AND CORRECTIVE ACTION PLAN
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SECnoN trI _ trTDf,R{L AWAR.D trTNDINGS AND QT]f,sTIoNI'D cosTs

FINDING

FEDERAL PROCRAM

1l-04

COMMUNITY DE\GLOPMENT BLOCK GRANT/STATE'S
PROGRAM (CFDA NO. 14.228) DEPARTMENT OF HOUSING AND
URBAN DE\ELOPMENT PASS THROUCH STATE.OFFICE OF
COMMISSIONER OF MTI{ICIPAT AFFAIRS

TNTERNAL CONTROL / COMPLIANCE

SUSPENSION AND DEBARMENT

ABSENCE OF CONTROLS TO ASSI,IRE COMPLIANCE WITII
SUSPf, NSION AND DEBARMENT

As determined by interviews to Program personnel and by examination
ofprojects files, the Municipality did not maintain adequate controls and
procedures to assure that tle individuals and entities which are ganled
with contracts are not suspended or debarred from pa(icjpation 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, "Debarmenl and Suspension,,.

The Municipality has no policies and procedures for the use ofthe List of
Parties Excluded from federal procurement or non-procurement
programs to assure that they do not award assistance to listed partjes,

As a resuh of this deficiency, the Municipality could have procured
goods or services from organizations and individuals that are suspended
or debarred which could result in cost disallowances bv the federal
awarding agency.

The Municipality should amend their procurement procedures and
include a step to veriry whether or not the individual or entity is on the
list of parties excluded from federal participation in procurement and
non-procurement prograrns. The Municipality should also require the
entities or individuals to submit a certification stating that they are not
suspended or debarred or add a clause or condition to the covered
tramaction with that entity.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CR]TERIA

CAUSE

EFFECT

RECOMMENDATION
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MLJNICIPALITYOF vILLALBA
COMMONWEALTH OF PIJERTO RICO

SCHEDULE OF FINDINGS AND QTJESTIONED COSTS
FOR TIIE FISCALYEAR ENDED JIJNE 30, 2OI1

Sf,CTION III _ I'EDDRAL AWAR.D FINDINGS ANDQUESTIO\TD COSTS

FINDING 1 1-0,t (CoNTI,{UED)

QUESTIONEDCOSTS None

MANAOOMENT RESMNSE

aND coRREcrrvE AcrtoN PLAN we will include in our procurement procedures a step to veriry tfuough
the eleckonic version available on the Internet (http://epls.amet.eov)
whelher or not the individual or entity is on the list of panies excluded

from federal participation in procurement and non-procuement
programs,

Implementation Date: D€cember 31, 2012

Responsible Person: Mr. wilftedo Santos

Municipal Secretary
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MT'NICIPALITY OF VILLALBA
COMMON\I,'EALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QT]ESTIONED COSTS
FOR T}IE FISCALYEAR ENDED JUNE 30, 20I I

SECTION III - Ff,DEML AWARD FINDINGS AND QUE.STIONED COSTS

FINDING

FEDERAL PROGRAM

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

l1-05

COMMTJNITY DEVELOPMENT BLOCK GRANT/STATE'S
PROGRAM (CFDA NO, 14.228) DEPARTMENT OF HOUSINC AND
I,TRBAN DEVELOPMENT PASS THROUGH STATE-OFFICE OF
COMMISSIONER OF ML'NICIPAL AFFAIRS

INTERNAL CONTROL / COMPLIANCE

SPECIAL TEST

COMMITMENT OF FT,NDS BETORE APPROVAL OF A
RELEASE OF FT,INDS

In testing compliance with the special tesl regarding HUD'S approval for
the release of funds, we determined that CDBG funds were committed
before the required request for release of funds (RROF) was approved
and received Aom the correspondent State's Agency (OCAM).

During the fiscal year 2010-11, tunds amounring $117,000 were
encumbered and paid for three contracts regarding construction work
(pluvial systems). Such funds were committed before the approval ofthe
request for release of funds fiom OCAM. Contracts were awarded in
September, October and November 2010 while the related RROF was
approved by OCAM in January 20 I I . Notices to proceed with the work
were granted in ihe same month the contract was signed. Projects should
be commenced on or before January 11, 201 I according to those notices.
The corresponding purchase orders were registered in January 2Ol I after
the RROF approval but also afrer receiving all or part of the services
contracted.

As stated in 24 CFR 58.22(a) neither a recipient nor any participanr in
the development process, including public or private nonprofit or for-
profit entities, or any of their cootractors, may commit HUD assistance
under a program lisaed in Sec. 58.1(b) on an activily or project until
HUD or the state has approved the recipient's RROF and the related
certification from the responsible entity. ln addition, until the RROF and
the related certification have been approved, neither a recipient nor any
participant in the development process may commit non-HUD funds on
or undertake an activity or projecl under a program listed in Sec. 58.1(b)
ifthe activity or project would have an adverse environmental impact or
limit the choice ofreasonable alternatives.

CONDITIONS

CRITERIA
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SECTIO] III- FEDER{L A$',\R.D FItr'DINGS Ah*D Qtif,STTONf,D COSTS

FINDING

CAUSE

11-05 (CoNTTNUED)

The main cause for this condition was that construction services were
contracled, before the CDBG Program would have received the approval
of a request for relmse offunds from OCAM.

Expenditures could be questioned from the Stale CDBG Program or the
Federal Covernment and be adversely affected in the benefits they are

entitled to receive;n the firture.

No funds should be committed for any aclivity or project until HUD or
the State has approved the recipient's RROF and the related certification
from the responsible entity. In addition, until the RROF and the related
cerlificarion have been appro\ed. neilher a recipienl nor an) panicipanl
in the developmenl process may commit non-HUD funds.

Questioned costs amounted $1 17,000.

The Municipality's administration does not accept the finding as

described because although the contracts were granted before the release

of funds letter, the Municipality does not obligated such finds until lhe
release of fund letter arrived. To corroborate that information, the
OCAM have approved the certification for payments of the mentioned
conlractors. If any irregulariry, such as the one you mentioned had

occurrcd, the OCAM do€s not have approved those certifications for
payment.

Responsible Person:

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANACEMENT RESPoNSE

AND CORRECTIVE ACTION PLAN

Mrs. Sam Robles
Federa, Programs Director
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL\'EAR ENDED JIJNE 30. 20 I I

SECTION III- FtrDER{L AWARD FINDI]\GS AND QTIESTIO\TD COSTS

FINDING

FEDERAL PROGRAM

11-06

DISASTER GMNTS - PIJBLIC ASSISTANCE (CFDA NO. 97,036)
DEPARTMENT OF HOMELAND SECURITY PASS THROUGH
COMMONWEALTH OF PUERTO RICO -GOVERNOR
AUTHORIZTD REPRESENTATIVE (CAR):

INTERNAL CONTROLS

FISCAL REQTNREMENTS

LACK OF ACCOUNTING RECORDS AND INADEQUATE
CONTROLS

During ow internal control audiling procedures we observe the
following:

I . The Disaster Grants - Public Assistance Program (the Program) does
not mainlain an adequate fiscal control and accounting records over
the management, use and registering of funds granted by the Lead
Agency (GAR). Among the deficiencies founds were the following:

- The Program does not count with a general ledger or any other
related subsidiary ledger. For such reason, during the fiscal year
2010-11 financial transactiom were not registered neither reconciled,
at least, on a monthly basis.

- The lack ofaccounting records does not provide for the preparation
of annual fi nancial statemenls.

- The existing financial information does not provide the amount of
funds that were expended, encumbered oI unobligated at the end of
the fiscalyear for each disaster and project.

- There are no interna, controls neither records to account lor the
inter fund receivable and payables balances. Program's expenditures
financed by the Municipality's general fund are not being register,
monitored nor accounted for by the Program's accountant- In
addition, inter fund transactions regarding the reimbursement of
money between funds were not suppo(ed by an analysis.

2. During our internal control tests to nine disbursement transactions!
we observe thal in 6 cases the disbursement voucher was not rnarked
as paid and in one case the order was registered after receiving the

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS
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MLINICIPALITY OF \4LLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINCS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JLNE 30.20] I

SECTIOI,J III _ FEDERAL A\I',\RD FI\DINGS AND QIIf,STIO}AD COSTS

FINDING

CRITERIA

CAUSE

1 1-06 (CoNTrNr,TD)

As stated in 44 CFR 13.20, (a) A State must expand and account for
grant funds in accordance with State laws and procedures for expending
and accounting for its own funds. Fiscal control and accoundng
procedures of the State, as well as its subgrantees and cost{ype
contractors! must be sufficient to- (1) Permit preparation of reports
required by this part and the statutes authorizing the grant, and (2) Permit
the tracing of funds to a level of expenditures adequate to establish that
such funds have not been used in violation of the restrictiom and
prohibitioos of applicable statutes. (b) The financial management
systems of other grantees and subgrantees must meet the following
standards: (1) Financial reporting. Accurate, current, and complete
disclosure ofthe financial results offinancially assisted activities must be
made in accordance with the financial reporting requirements of the grant
or subgranl. (2) Accounling records. Grantees and subgrantees must
maintain records which adequately identify the source and application of
funds provided for financially-assisted activities. These records must
contain information pertaining to grant or subgrant awards and
authorizations, obligations, unobligaled balances, assets, liabilities,
outlays or expenditures, and income. (l) Internal control. Effe.live
control and accountability must be maintain€d for all gant and subgranl
cash, real and personal property! and other assets. Grantees and
subgrantees must adequately safeguard all such propefiy and must assure
that it is used solely for authorized purposes.

The Municipality's and Program's management have not established the
procedures and adequate internal controls to ensure the adequate
recording of all related fi nancial information.

These conditions inhibit the Municipaliiy from having current accurate
and reliable financial repots and information necessary for management
to take elfrcient and effectiv€ actiom, including corrective actiom plans.
On the other hand, the awarding agency inhibits from monitoring the
programs fi nancial performance.

The Municipality should eslablish a plan and implement the
corresponding internal controls to ensure that all Program's transactions
and activities are properly recorded and fairly presented in accordance
with program requirements and that all financial lransactions' supporting
documents are properly safeguarded. In addit;on, should establish and
maintain a subsidiary ledger to accurately account for inter fund
transactions.

None

EFFECT

RECOMMENDATION

QTJESTIONED COSTS
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MT]NICIPALITY OF !'ILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINCS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JIJNE 30, 2OI I

SECTIoN III - trtrDf,RAL AIvARD FINDINGS AND QT|ESTIoh*ED CosTs

MANAGEMENT RESPONSE

AID coRREcTr\,,E acTroN PLAN The Program Accountant will implement a set oI manual books in order
to provide complete and accurate Financial Information regarding lhe
Disaster Grants -Public Assistance projects.

Implementation Date: December 31, 2012
Responsible Person: Mrs. Joan Quiflonez

Finance Director
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MUNICIPALITY OF vILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINCS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JLJNE 30. 20I I

SECTIO\ III - FEDERAI, A\\ARD FI\DI\G5 AND QUESTIONID COSTS

F'INDING

FEDERAL PROCRAM

11-07

DISASTER GMNTS _ PUBLIC ASSISTANCE (CFDA NO. 97.036)
DEPARTMENT OF HOMELAND SECL]RITY PASS THROUGH
COMMONWEALTH OF PUERTO RICO .GO\ERNOR
AUTHORTZED REPRESE\TATIVI (CAR):

INTERNAL CONTROL / COMPLIANCE

PROCUREMENT STANDARDS

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

LACK OF REQUIRED CONTRACT CLAUSES
PROCUREMENT DOCUMENTATION

AND

In lesting compliance w;th the procurement requfement, we examined 7
contracts for construction (6) and design (l). In relation to such
examination we determined the following:

L Absence of contract clauses required by the program regulation, as
follows:

Seven contracts did not include a clause granting access to GAO
and other federal agencies to books and documents,
Six comtruction conkacts d;d not include a clause regarding
compliance with Executive Order I 1246 ofSeptember 24, 1965,
entitled "Equal Employment Opportuniry," as amended by
Executive Order I I375 of October 13, i967, and as
supplemented in Departmenl of Labor regulations (41 CFR
chapter 60) and with the Copeland "Anti-Kickback" Act (18
U.S.C. 874) as supplemented in Department ofLabor regulations
(29 CFR Part l),
Two construction contracts over $100,000 did not include
clauses regarding Compliance with all applicable standards,
orders, or requirements issued under section 306 ofthe Clean Air
Act (42 U.S.C. 1857(h)), section 508 of the Clean Water Act (33

U.S.C. 1368), Executive Order 11738, aDd Environmental
Protection Agency regulations (40 CFR part l5).

2. Absence of evidence regarding the documents that should be
required to the contractor, such as evidence ofpayment ofmunicipal
license ta-x and construcdon charges, State Insurance Fund and,
Department of Treasury, CRIM and Department of Labor negative
cerlifications.
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MLI']\ICIPALITY OF vILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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SECTIO,\" III _ FEDERAL AW^RD FINDh*GS AND QT]FJTIoNf,D CosTS

FINDING

CRITERIA

11-07 (CoNTrNrrED)

Code ofFederal Regulations, 44 CFR Section 13.36 (i) (l-13) states that
subgrantee's contract must contain provisions in paragraph (i) of these
Sections. Federal agencies are permitted to require changes, remedies,
changed condilions, access and records retention, suspension of work,
and other clauses approved by the Ofrce of Procurement Policy.

Chapter IX, Se€tion 2, ofthe Municipal Managemenl Regulation states

the documents that the Municipality should require to the contractors.

The Municipality did nol maintain appropriate procurement standard
procedures in order to assure that contraclor complies with progam
requirements.

Municipality is not in compliance with the mentioned federal and state
regulations.

We recommend management to update contract model according with
the federal requirement and establish intemal controls to assure that all
required documentation is obtained from the contractor during the
procurement process.

None

To correct this conditiorl we will modify our master coDtract to include
all the general clauses required by Federal and State laws. Also, we will
improve our intemal controls and procedures to ensure that all
procurement documentation is properly safeguarded on file, and
available as requested for audit procedures.

lmplementation Date: December 31, 2012

Responsible Person: Mr. Wilfredo Santos

Municipal Secretary

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

AND COXRECTIVE ACTION PLAN
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MLINICIPALITYOF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JINE 30. 20 I I

SECTroi{ Ill - FIDER"{L A$ aR.D Fr.\-DrNGs AND QuEsrroNED CosTs

FINDING

FEDERAL PROGRAM

11-08

DISASTER GRANTS _ PLIBLIC ASSISTANCE (CFDA NO. 97.036)
DEPARTMENT OF HOMELAND SECIJRITY PASS THROUCH
COMMONWEALTH OF PUERTO RICO -GOVERNOR
AUTHORIZED REPRESENTATI\G (GAR):

INTERNAL CONTROL / COMPLIANCE

SUSPENSION AND DEBARMENT

ABSENCE OF CONTROLS TO ASSURE COMPLIANCE WITH
SUSPENSION AND DEBARMENT

As determined by interviews to Program personnel and by examination
ofprojects files, the Municipality did not maintain adequate con(ols and
procedures to assure ttEt the individuals and enlities which are granted
with contracts are not suspended or debarred from participation in federal
programs.

As stated in 44 CFR 13.35 gantee and subgrantee must not make any
award or permit any award (subgant or contraco 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 Munic;pality 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 pa(ies.

As a result of this deficiency, the Municipality could have procured
goods or services from organizations and individuals that are suspended
or debarred which could result in cost disallowances bv the federal
awarding agency.

The Municipality should amend their procurement procedures and
include a step to verify whether or not the individual or entity is on the
list of pafiies excluded from federal panicipation in procurement and
non-procurement programs. The Municipalily should also require the
entities or individuals to submit a certification stating that they are not
suspended or debarred or add a clause or condition to the covered
transaction with that entiry.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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sricTlo\ III - FIDER"\L A\\'ARD Fr\DI\CS1\D QtTESTIO\ED COSI.S

FINDING

QUESTIONED COSTS

MANAGEMENT RESPoNSE

AND CORRECTIVE ACTION PL N

11-08 (CoNTtNUED)

None

We will include in our pr@urement procedures a step to veriry through
the elecuonic version available on the Intemet (http://eok.irnet.gov)
whether or not the individual or entity is on the list of parties excluded
from federal participation in procurement and non-procurement
prcgrams.

lmplementation Date: December 31, 2012

Responsible Person: Mr. Wiliedo Santos
Municipal Secretary

END OF SCHEDULE
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SUMMARY SCHEDULE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS

FOR TTIE FISCALYEARENDED JIJNE 30.20I I

(l) Audit Findings that have be€n Fully Correctedr

Questioned
CoslFirdinsNumber CFDA

14.218

t4_228

10-03 Equipment and Real Property
Management

10-07 Davis- Bacon

None Conected

None Core.ted
lo-ogspecial Test md Provisions 14.871 None Conected

10-10 Repo.dng 14.871 None Correcte4

-09-o: 

rquipmmt aaa neal nopeay 14.228 None conected
Manag€ment

09-07 Special Test and Provisions
09-08 Special Tesl and Provisions

None Corrected
None Conected

t4_8',71

14.871

08-03 Equipment dd Real Prope.ty 14.228

(2) Audit Findings not coneded or Patially Corrected:

Finding Number CFDA
Qrcstioned

Cost

1 0-06 Suspens,on and Debarments
I 0-07 Special Tes and Provisions

Siluation still prevails.
Situation siill prevails.
Siluation still prevails.
Partially Conected.

14_228

t4_228
t4.228
t4_228

None

09-05 Special Test and Provisions
None Situatioo still p.evails.
None Siluation still prevails.

t4_228
t4_228

09-06 Suspension and Debarrment 14.228 None Situat,on still prevails.

08-04 Suspension and Debanment 14.228 None Situation still prevails.

07-03 Suspension d Debartm€nt
06-04 Suspensioo d Debartment

Situalion still prevails.
Situalion still p.*a;ls.

14.228
t4_228 None

(3) Correclive action laken is signifi@ntly ditre.ent fiom con€ctive action previously reponed:

NONE

(4) Audil findinss is no longervalid:

Questiond
CFDA C6t Commetrls

l0-l I Reporting None No longervalid.
09-09 Reportins 1.1.850 None No longer valid.

14.850

14.850

END OF SCHEDULE

None No lonser valid08-07 Reporting
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