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INDEPENDENT AIJDITOR'S REPORT

HoNORABLE MAYOR AND MTIMCPAL COIINCN-

MT]MCIPAIITY OF VILLALBA PTIERTO I{CO

We have audrted the accompanyiog finaocial slatements of tbe govemrnental-activities_ each major ftnd

; ,h;;";*"gtutd ioro..u,ioi or t" u*icipatiw of vi[alba Puerro tuco'.as of rnd for the vear

"raJrrr"lo, 
z6rz, *hich collectivel-v comprise rhe irauaicipalr-v s uasrc finarrrd $atemefis as listed

;;-;;; ;i;;;. Tlese fioa:rcial statements are the respoIsibllh,s of Lhe Municipa'litv's

ffi"*"n our responsibiliry is to expross opinions oB these financia'l statrments based on our au'h

Excmt as d$qrssed in the followng paragraphs. we conducted our alldr io accordatrce with andittng

;;;d.-;J.' ;;; i. ,rt. "uin"a'stlri or e,nerica and the srandards applicable to financial

;;;;rffi;d ; e;;;i"t erJi i"g Standards. rssucd br the Comptroller ceneral of $e united

;r*" 
-ih;;d-d. 

rcquire that we plan and perform the aud[ to obtain reasonable assural ce abotrt

*ti"t,ft"-e"-aa 
"*"rriens 

are ftee of matettal fiusstatement' An audrt mcludes examining' on a test

f,r"," 
"tia"o" 

,uoro.ti"s the amounls atrd disclosures h th€ fiDa[cial i'tements An audit also includes

;;;;;;-;ffi;; p"t"pii rt.a and signitcad estinares made bv marasement as rrcll as

eJuatiig tt 
" 

ore"U fiancial statanents presenltion- We belreve thar our audit Provides a reasonable

basis for otrr opinions.

The Municipalilv did not have complete' updated and accurale accounting records of tho capital assets in

orde. to obtain su6cient and competent evidential malter related to the caPital assers rcported iD the

rJ.r*.1n" ,rar*"o! of net ass€ts for $37'077.241 net of accumulated dePreciation of$l l'666-043 as

fffiib.';"0ir;;Ju o*i oi a+t""i"t'on expense stated at $l'466'903 for the vear then eoded'

i_""i* oi tt 
" 

iiua"q*"1 of the accounting records, we h_ere utrable to form an opmion rcgardrng the

.apital assets reported in the accompanying stalement ofdet assets'

The Municipality did nol maintain complete aDd accurate records of all interfund transsactiors in $e due

4.. 
",a 

t". -**r. tatance for the fiscal -vear 20ll-12 Therefore, \r'e did nol express atr opinion on

such amounts pr€sented on the financial satem€rts

Because ofthc signficance of tlte matter discussed h the lhird paragBph, ihe scope of our work $'as aot

.rfr""iii. 
"*u'r" 

us to expr€ss, a l rle do oo{ expr€ss' 1l opqo!-9l 6".fi5'oal position of the

il'iiii,-i,il *".rr,r* i;r rtl pt-i"ipaio or vittalba as of Iu lo' 2012' and the cbanses in finarcial

;ili;; ;;fi"; G y*, rhen eied in conformilv with accounring pruciples generallv a*epted in

ihe Unired StarB of America

In addition. ln our opinio-n. except for the effccts of such adjustments, if any' 
-as 

might have beeD

determined to be necessar!' had we beeD able to obtain sufrci'nl evidence to sarisi- olselves on the

,-.rrrr" ..oon"a ," tt" interfund transacEons in ihe due fiom and due to a'counts balancc' the financial

;;;";#;;-,;; th" Rm pu""grapt' p,"..nt &irlv' in all rnalerial respecls the 
-rcspectrve 

fioancial

nosirron of each maior fund and the remaining fund informauon of rhe Munrcipal[ of v' llalba Ls of June

5o;i;;;.--;;;; cu"ges l" n"aniaa poeirion' rh€reof for the vear rhen ended in conformiq'

$ith acaounting prin;iples generall-v accepted in lhe United Srates of Alnerica'



INDEPENDENT AT]DITOR'S RIPORT

In_ accordance \ith Govemment Audhg Standards, $e have also issued a repon dated December 2.
2013' on.our considerauon of rbe Municipari$js inrcmar conlror over financiar rEorting afld our tests of
its compliance with certain provisio* of la$s- regulations, coDtracts. and grants agrJments and other
matters. The purpo.e oflhat repon is !o describe the scope ofour testing ofiitemar c-ontrol over fnanciar
reporring and compliance and the resurt of that tesring. and not to provide an opinion on intemar control
over financial reporting or on complianc€ Tlrar report is an integral pan ;f an audit performed in
accordance with Gor/emment Auditing standards and should be read in conj,nction whh this report in
consideridg tle results ofour alrdit

Accounting prirrciples geoeratly aarf,pted rn the United Slates of America require tbat the nranagement,s
discussion and anallsis and budgetal comf'arison idlomation on pages 5 tltrough 17 and 65 be presented
to supplement the basic finaftial stakments. Such informatioq although not a part ofthe basic 6naDcial
statements, is .equired bv the Govemmental Accounti[g St2ndards Board Ir{lo considers it to be an
essential part of financial repo ing for placing the basic firDncial statemenE rn an appropriate
op€ralional, economic. or historical context. We bave applied certah limited procedures to the_required
supplementary information in accordance with audiliDg standar& g€nerallv accepted in the United Sfates
of Americr" $'hich consisted of inquiries of rnanagoment about the methods of pre4arirg the information
and coftparing the infonnation for consisterc\. $ith management's responses to our iniuiries, the basic
fi[ancial statements, and oiher kno$ledge \!e obained during our audiiofthe basic financial statements.
We do not e-tpress an opinion or providc any assurance on the ioformation because the limited procedures
do not provide us with suffiaient evidence to express an opinion or provide any assurarce.

our audit was conducted for thc purFose of forming opinions on the financial statements tbat collectivelv
glprise lhe Municipalit) of Viualba's basic fiiaftial statements The accompanyilg Finaicial Data
Schedule is pres€nted for porpose of additioml anallsis as required by the U.S. 

-$ar&rent 
of Housing

and Urban Developmed. The accompan!.ing Schedule of Expeoditures of Federal A*ards is presentei
fo. purpo,ses ofadditional anal,vsis as required by U.S. Ofice of Managemenr ard Budge! Circular A-133.
Audits ofstates. Local Govemments. and Non-profit Organizations, and is also not a iequired pan ofthe
basic financial statements of the Municipalh.. The FiD2ncial Data Schedule and the Schedule of
Exp€nditu.gs of Federal Auards are the responsibilit). of maragement aDd $ere derived fiom alld relatc
directl! to the underlling accounting and other records used to prepare the fioancial statements. The
infonnation has been subjecred to the auditi[g procedures appried in the audit ofthe fin nciar statements
and certain additional procedures, including comparing and reconciling such information directly to the
unde ying accounting asd other records used to prepar€ th€ fiDarcial statements and other additional
procedures in accordarce \ath auditing standards getreraly accepted in the United Stat€s of Arnerica. In

CoM.4DoRrs PuBucos Auroruz4tDs, C. S. p.
D..€mber 2. 2013
Cual,alru, Puerto fuco

It tioD nuL.l573l,
i! dt.d ro rl. ortlllrr .ftll! Er.n.

our opinion, the information is fairly stated in all rnaterial respecE in relalioD to the financial statements
raken as a whole. \Ken as a wDote. \ \
r,tlr.,-<.<-*1€*--Cf4-- g

ME\.N)ZA & RLvos
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MUNICIPALITY OF VII-LALtsA
COMMONWEALTH OF PT]ERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)
FISCAL YEARENDED JIJNE 30,20I2

As management of the Municipality of Villalba (the Municipality), we offcr readers the following
discussion and analysis of the Municipality's financial activities reported in the accornpanying basic

financial statemenB as of and for the fiscal year ended Junc 30, 2012. we cncourage readers 1o consider

thc information presented here in conjunction with additional information that is furnished in thc

accompanying financial statemcnls, which follow this narrative.

Bcsides, this document includes comparative alata with prior year as this jnformatiol was available for the

,iscat year cnded on June 30, 2012. This MD & A is prepared in order to comply wirh the Govcrnmental

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

Management's Discussion and Analysis-for Statc and Local Covcmments-" an4 among other purposes.

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

. a broader basis h t'ocusing important issuesi

. acknowledgement ofan overview ofthe Municipality's financial activiticsi

. provides for an cvaluation of its financial condition as ofthe end of fiscal year 201l _2012 compared

wirh prior year results:

. identification of uses offunds in ihc financing of thc Municipality's variety ofactivities and;

. asses managcment's ability to handle budgetary funciiom.

FINANCIAI, HIGHLIGHTS

Govemment-Wide Highlig hts :

. The Municipality's total assets amounted to $30,238.984 at Junc 30, 2012. of which 325,41I,198

(84%) coisist of capital asscts (net ol accumulated deprecialion and amorlization of $ I l'666,041),

S131.018 (l%) consist of cash and cash equivalents, $2,084,980 (7ol") consist of cash with fiscal

ascnt (which are rcstricted principally for capital projects and dcbt service) and $2,611,788 (9%)

consist of accounts rcceivable.

. The Municipality's total Iiabililies amounted to $ I9,378,242 at June 30, 2012, of which $8.477.000

(43%) consist ofbonds and nores payablc. 51.229,127 (17%) consist ofaccouots payablc and accrued

liabilities, $1.549,966 (8%) consist of accrued compensated absenccs. $ 1,659,066 (9%) consist of
uneamcd revenues, and $4,463,083 (23%) consist of other long-lerm dcbts.

. The Municipaliry's total assets excccdcd its liabilitics (nel assets) by $10,860,742, ai June 30, 2012.

. The Municipality's total revenucs amounted to $17.099,921 for the fiscal ycar cnded June 30. 2012,

of which $4,521,348 (27%) arose tiom taxes, $12,022,585 (70%) arose from intctgovernmefltal

granis anal contributions, $350,553 (2%) and 5205.435 (l%) arose from charges for serviccs and

miscellaneous rcvenues.
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MIJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINL]ED)
FISCAL YEAI{ ENDED JTJNE ]0. 20 I2

. The Mudcipality's toral expenses amounted to $16,554,654, for the fiscal yearendcdJune30,2012,
of which $9,281,589 (56%) where incurred in providing direcr serviccs and benefirs ro cirizens in
relation to public work, economic dcvclopment, health and wclfare, public safety, cultMc and
recreation. In additiorl ahe Municipality incuncd in$368,804 (2%) of its rotal expenses, rn inreresrs
related to its long-term obligations, and 56,904,26 I (42ol") in general govemmenr activjt res io supporr
the Municipality's fundions and prograrns. The Municipaliry's rotal cxpeises include deprecjalion
and amortization olcapital assets in thc amount of$ 1,466,903. lbr the fiscal year ended June 30,
2012

. Thc Municipality's total net assets increased by $545,267, during rhe fiscal ycar ended June 30,
2012.

G overn mental F unds' Highlights :

. The total tund balances of govertunenal linds amounled ro (5618,125), at Junc 30,2012, ofwhich
$4,365,518 are restricted, commited and assigned, while (54,983,643) are presenred as unassigned
tund.

. The fund balances of govemrnental fun& incrcased by 5166,178, during the fiscal year ended Junc
30.2012

OVERVIEW OF THf, BASIC FINANCIAL STATEMENTS

Thc purpose of financial rcporling is ro provide cxterral users of bas;c financial sraiemenrs with
information that will help them to make decisions or draw conclusions abour the Municipality. There are
many extcrnal pa(ies that use the basic financial staremenrs of thc Municipaliry; howcvcr, these parties
do not al$ays have thc same specific objectivcs. In order to address rhc needs ofas many parrics as
reasonably possible, the Municipality, in accordance wirh requircd fiiancial reporting stanalards, presents
this Management's Discussion and Analysis (MD&A) as an introduction lo the accompanying basic
financial statcmcnts. This narrative represents an overview and analysis ot'the financial activities ofthe
Municipality for the fiscal year ended June 30, 2012. Because this MD&A is designed ro focus on rhc
currcnt year activities, resulting changcs and currently known l'acts, .\r'e eocourage readers to consider the
information presented in this MD&A in conjuncrion wirh the addirional informarion tumished in rhe
accornpanying basic financial statements.

Thc Municipality's basic financial slatcments include threc componenrs: (1) govcrnrnent-wide financial
staErnents (GWIS), (2) tund financial sratements (FFS), and (3) notes to rhe basic financial sratements
(NBFS). This rcport also contains additional rcquired informarion in addition to rhe basic financial
statements them-selves. Thcsc components are describcd below.

Thc basic financial staremenls focus on: (1) rhe Municipality as a whole (govcrnmert-wide financial
reporting) and (2) the Municipality's major individual governmenral funds. Both perspeclivcs a ow the
usef.s to address relevant questions, broaden a basis for comparison (ycar lo year or governmcnt to
govemment) and eD}ance tbe Municipality's accountabiliry. Thc components of thc basic fuDrcial
statements are described below-

This Space Has Reen LeI, Blank Intentionallj
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MTNICIPALITY OF VILLAI-BA
COMMONWEALTH OF PTJERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINUED)
FISCAL YEAR ENDED JUNE ]0. 2012

a) Governm€nt-WidcFinancialStatements

The GWFS arc composed ot (l) the statements ofnct assets (SNA) and (2) the statcment ofactivitias
(SA). These financial statemenB can bc found immediately following this MD&A. cwIS are

designed to provide readcrs with a broad overvie$ of the Municipality's operations as a wholc in a

manncr similar to private-seclor businesses. These statements provide short_term and long{erm
inrormation about the Municipality's financial position, *'hich assist the Municipality's managcmcnl
to determine thc cconomic condition at June 30. 2012. The GwfS are prepared using mcthods that

are \ilrxlar to lhosc u5ed b) mosl pn\ate busrnc:sc:.

Both of thc government-$,ide linancial statements distinguish functions of the Municipality that arc
principally supported by taxes and interSolcrrunental activities (gowrnnentat a.litilies) from other

furctioDs that are intended to recovcr all or a significant poriion of thcir costs tkough user f'ees and

chargcs (bus iness-t),pe actitities) .

Statement ofN€t Assets

The purpose of SNA is to attempt to report all asscts owned and all liabilitics owed by the

Municipality- The Municipality reports ofall of its assets when iI acquires ownership ovcr the

assets and reports all ol its liabilities when thcy are incurred. For examplc, the Municipality
repo$ buildings and infrastructure as assets, even though they a.e not available lo pay thc

obligations incuffed by the Municipality. On the other han4 the Municipality repofls liabilities,
such as claims and judgments, bonds and notes payable, obligations under capital leascs,

compmsated absences and ccrtain accounts payable and accrued liabililies, even though these

liabilities might no! be paid until several fiscal years inlo the future.

The diflerencc bctween the Municipality's total assets and total liabilities reported in SNA is

presented as /,ea dss€ar. which is similar to the toial owners' equity reported by a commercial
enterprise in its financial statcments. Although the purpose of the Municipality is not to
accumulate iret assets. as this amount increases or dccrcases over time. such amount represents a

useful indicabr of whether ihe financial position of the Muncipality is either impro\iDg or
deteriorating. respectively.

Statement of Activities

The SA prcscnts information showing bow the Municipalily's nct assets changed during the fiscal
ymr cnded June 30, 2012, by presenting all of the Municipality's revenues and expenses. As
previously discussed, the iterns reportcd in SA are measured in a manner similar to the approach

used by a commcrcial enterprise in thal rcvenues are recogizcd when earned or establishcd

criteria are satisfied. and expenscs are recorded when incurred by the Municipality.
Consequently, rcvenues are reporled c'"cn when they may not bc collected for several months

afto the end of the fiscal year and expenses are rccorded ever though thcy rnay not have used

cash during the current ycar.

Although SA looks differcnt from a commercial cntcrprise's income statemcnl, the difference is

only jn forrnat, not substance. Whereas the bottom line in a connnercial enterprise represents its

net income, the Municipality rcports an amount described as nel.idrge in rl"a asse/s, which is

essentially the same concept.

t.

2.
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINUED)
FISCAL YEAR ENDED JIJNE 30.2012

The focus of SA is on the ,e1 cosl of various activities provided by the Municipality. The
statemcnt begins with a co,umo ihat identifies the cost of each of the Municipality's major
functions. Another column identifies the revcnucs that are specifically related to the classifi€d
governmental functions. The difference between the expenscs and rcvcnues relaGd to specific
functiois/progranrs identifies the extent to which each function of 1he Municipality draws liom
g€neral reverues or is self-fuuncing through fees. intergovernmcntal aid, and other sources of

This statement also presents a comparison bctwcen direct expenses and progam revenues for
each tunirtion ofthe Municipality.

GWIS and FFS present all ofthe Municipality's govemmental aciivitics, which are suppo(cd mosrly
by taxcs, intergovcrnmcntal rcvcnucs (such as federal and state grants and contributions), and chargc
for services. All services normally associated with rhc Muoicipality fall inro this category, including
culture, recreation and education: general govemment; health and sanitaiion; public safety; welfare
and housing assistancq and urban and economic devclopmcnt-

b) Fund Financial Strtements

The Municipality's FFS €onsist oi (1) the balance sheet governmcntal funds and (2) the slatemenr
of rcvcnucs, cxpcnditures and changes in fund balances governmental funds. Thesc financial
statements report the financial position, the results of opcratiois ofthe Mudcipality's governmental
funds, with an emphasis on the Municipality's rnajor govefirmental funds.

A fund is a gouping of aelatcd accounB that is used to mai[tain control over rcsources that have been
segregated for specilic activilies or objectives. The Municipality. likc mosr other slate and Iocal
govemmcnts. uses flrnd accounting to ersue and demofftrate compliance with financc rclatcd lcgal
requirements. Each firnd is considered an independent fiscal cntity accounted for within a ser ofself-
balancing accourts that comprise its assets. liabilities, fund cquity, revenue. and expenditures- Fund
accounting scgrcgatcs funals according to their intended purpose and is used 1o aid managcmcnr in
demonstrating compliance uith legal, fiMncial and contractual provisions. All of the funds of the
Municipality can be divided into two categories: governmental funds and proprietary finds.

l. Governmetrtal funds

Govonncntal funds arc uscd to account for most ofrhe services providcd by the Municipality.
These funds are used to account for cssentially the same functions reporled as governmmtal
activitics in the CWIS. Uilike GWIS, the focus ofgovemmcntal funds iD rheFFS is direcred to
specific aclivities of the Municipality rather rhan thc Municipality as a whole; rh€refore,
govemmental funds in FFS rcport |he Municipality's operations in more dctail than thc GWFS.

Governmental funds in FFS provide a detailed short tcrm view ofihe Mumcipality's linances that
assist in determining whethe{ thlyc will be adequate financial resources availablc 1o mcc! lhc
current needs of the Municipalily, which is, evaluating thc Municipality's near{erm financing
requirements. For financial reporting purposes, the Municipality classifies its governmenlal
tunds within the lollowing t ?esi (l) Gencral Fund, (2) HtlD Fund, (3) State Assignmenr Fund,
(4) Other Governrncntal Fund.

8



MI]NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANACEMENT'S DISCUSSION AN'D ANALYSIS (MD&A) (CONTINTJED)
FISCAL YEAR ENDED JI]NE 30.2012

c)

Goverrnnental funds FFS are prepared on an accounting basis lhat is significantly different liom
that used 1o prepare G\VFS- In general. governmental funals FFS focus on near-term inflows and

outflows of expendable financial resources, consequently. thcy measure and account for cash and

other assets that can easily be convcrted to cash. For cxample, amounts reported on the balancc
sheet include capiral assets within a very short period of time, but do not includc capital assets

such as land and buildings. Governnental fund liabilities generally inctude amounts that

normally are going to be paid within a short pcriod after the end ofthe fiscal year. Thc diflcrcnce
between a fund's rotal assets and total liabilities is reported as the fund balance or deficit, and

generally indicatcs thc amount that can be used to finance lhe ncxt fiscal year's activities.
Likewisg the operating statement fbr goverimental funds rcports only thos€ revenues and

expenditures that were collected in cash or paid with cash. respcctively, during the current fiscal
year or vcry shonly after the end of the fiscal year.

Because the focus ofgovernmcntal funds FFS is narrower than that of thc GWFS, it is useful to
compare the fund inforrnation presented fo. goverrunental furds with similar information
presented for govemnental activitics in the GWIS. By doing so. readers may beller understand
the long-term impaci ofthc Municipality's near-term financial decisions. Both the governmental

funds' balance sheet and the governmcntal funals' statement of revenucs, cxpcnditures and
changcs in fund balances provide a reconciliation to facilitate the comparison bctweeo
govemmental funds and the govcrnmcntal activities reported io the govcrffnent_wide financial

The Municipality has four major govemmental funds. Each major fund is presented in a separale

colunrn in ihc balance sheet governmental funals and thc statement of rwenues, expenditures

and changes in fund balances governmcntal funds. The four major governmcntal funds are: (l)
general tun4 (2) HLID Fund, (3) State Assignment Fund, and (4) Other govenxnental tund.

Notes to Basic Financial Stateme ts

The NBFS provide additional jnforrnation that is essential for a tull understanding of the dala
provided in thc GWFS and FFS. The NBFS can be found immediately following thc basic financial
statcments.

Other Supplemcntary lnformation

The basic financial statements arc followcd by a section of other supplementary informadon

consisting ofbudgetary comparison schedule general fund.

d)

This Sp :e Has Reeh Lelt Blank Inte tionallJ
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FINANCIAL ANALYSIS OF GO\ERNMENT-WIDE FINANCIAL STATEMENTS

The Municipality's overall financial posilion and operatiois at June 30- 2012 and 201I are sunrmarized as

follows, bascd on the information included in the accompanying statement ofnet asscts:

Cor.rnmcntal,\.ti\iti6

t0l2

MLJ}IICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINUED)
FISCAL YEAR ENDED JLNE ]O,2OI2

Cur.nt assets $ 4.E27,7E6 $ 4,494,421 $ 333,365 1-4V/d

Capiial as.is- ncr 25,,111,198 24,508,687 902,511 8-l0p/.

Tohlassets S 10,218.984 $ 29,001,108 S 1,235,876 4-26y,

ercludinglogtem S 4,888.191 $ 1.E99.590 $ 988.603 25.15%

Lmg+m obligarions:

Ducwithin on.,Er 1,710,614 1.123.691 (13,060) .10%

Ducaft.roncycar 12,779,415 11.06,1.349 (284914) -2-20yn

Toiar riabiriri$ $ 19,:178.142 $ 18,687.611 $ 690.609 l.69,10

i:1""'1".t:1":"*fl--" $ r7,080,erio s 15.187,648 $ r.8er.3i2 r2.s0%

1,019,687 1,17,808 (:ll8.t2l) 9 50%

(9,239.925) r8.209.i)8r )

Totalner 6sers S 10,860.742 S 10,115.,175 $ 545,267 5.28%

At June 30, 2012, the Municipality's current assets, amounting to $4.827,786, are mainly composed of
restricted and unrestricted cash and cash cquivalents ($131.018), restricted cash with fiscal agcnl
($2,084,980). and restricted and unrestricted intergovcmmcntal gants and conkibutions receivable
($2,6r,788).

The Municipalily's non current arsets, amounting to $25,:lll,l98, ar June 30, 2012, arc substaotially
composed of capital assets. with a cost basis of $17,077,241, which arc repofted net ol accumulated
depreciation and amortization of$ I 1.666,043.

At Jrme 30, 2012, the Municipality's curent liabilities amounting 1o S4,888,193, arc mainly composed of
uneamed revenues ($1,659,066), accounts payable and accrued liabilities ($2,137,417), interest payable
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MIJNICIPALITY OF VILLALBA
COMMONWEALTH OF PT'ERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYS]S (MD&A) (CONTINTJED)

FISCAL YEAR ENDED JI]NE 30.20I2

($61,823), intergovernmental payables ($1,029,887). Uneamed revenucs principally comist of Dneamed

ieven 
"s'associit 

d *ith municipal license taxes and intergovcmmental gants and contrihutions related

1o state and federally funded gant progratm.

The Municipality's non-current liabilities. amounting to S 14,490'M9, at June 30' 2012, are mainly

composcd oi po;don due within one year of bonds and notes payable $ 1'710,634, and the portion due

after one year of bonds and notes payable $ I 2,779,4 I 5.

Asnotedearlicr,netassctsmaysen'covertimeasausefulindicatoroftheMunicipality'sfinancial
position- Thc assets of the Municipality exceedcd liabililies by $ I 0,860,742 ar June 30, 20 I 2 ' The most

significant ponion ofnet assets $ i,019,6g7, at June 30, 2012, represcnrs .esources rhat arc restricted lor

dJbt se.uice payro"ots and to finance the operations of fedcral and state funded programs The anothcr

significant portion nct assets S 17,080,948, reflecrs thc Municipalily's investmenl ir capital assets (e g'

h;d, buildings, machinery, cquipmenl, furniture, flxtures, infiastructure, ctc ), nel ofall related debt still

ourstanding iirat was issucd to acquirc. coostruct or improvc those asscts. The Municipality uses thesc

capital assits to provide sovices io its citizens; consequenily. these asscts are not availat le for future

spcnding. Although thc Municipality's investment in capital assets is repo(ed net of thc outstanding

..tuted ,icbt. the r;sources necded to rcpay that debt must be provided by other sources, sincc capital

assel\ can ol be used lo liqur,lalc lhe.e liabililies.

ThercmainingcomponentoftotalnetasseBconsistsofunrestrictcdnetliabilitiesamountingto
($9,239.925), ;t June 30, 2012. These uffesricted net liabilities are thc consequcnce ofprcvious budgcts

,fr"i aia ..i provide suffic;ent tunding for incurred long term obligations, such as bonds and notcs

payable, compemated absences, etc. Historically, a significaot po,tioo of such obligations has been

budgeted on a PaY as_You_go basis.

The total net assets ofthe Municipality increased by $ 545,267, for the fiscal year cnded June 30, 2012'

Slrch increasc is due !o the exceis of total rcvenues $ 17,099,921, over lotal expenses $ 16.554,654'

including deprcciation and amortization of capital assets of $ I .466.903, for the fiscal year cnded June 30.

20t2.

This Spae Has Been LeJt Blank Intehtionalr
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MUNICIPALITY OI. VILLALBA
COMMONWEALTH OF PTIERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS lMD&A) (CONTINUED)
F]S(AL YEAR ENDED JTNE ]0. 20 I2

The following is a condensed prcscntarion of the Municipaliry's results of operations as reportcd in the
statemcnt ofacdvities for thc fiscal years ended June 30, 2012 and 201l:

Prqram sp..ifi! opcdring snnrs rnd

Umrricied -snnf ,nd .o riburiors

Oths eenenl r.v.nucs I ! ariour

Tol,l gslTal rcv.nu.s

Llbdn and cNnomic d.r.l.pmnr

Iiftrcn 
'n 

lonsi.m obhgaiiotrs

\.. incrsc (d.crcr*) ii o.. rss6

\dasr, rr hqiniing of fisr"t $!r

\€r rssr,.i.nd orr6c,tlarr

150.55r ,100.00%

2.15.S61 t7.95r.

26-1,4)5 t6.y%

(203.115) ,20.34o/o

(1.139Jr2) 15 n0yo

(16.697) -33.3r)/.

r.041.542 17 Br%

l6l4jr5) '20.339.

2.13.322 17.61?,

q17,217

(r_l?2.294) r919%

r51.35:

As previously meotioned, the Mudcipality's toral net assets increased by $545,267, during rhe currcnt
liscal year. Approximarely 26% (94,521,348), of rhe Municipality's rotal rcvenues for the currcnt fiscal

t2



MUNIC]PALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINIJED)
FISCAL YEAR ENDED JIJNE 30. 20I2

year came from property, municipal license, construction cxcise and sales and use taxes, while 7070

($12,022,585), rcsulled from restricted and unrestricted operating grants and contributiois.

The Municipality's expenscs cover a wide range ofserviccs- The largest expenses ofthe Municipality for
the fiscal year endcd June 30, 2012 were rclated 1o: (l) Seneral administrative and operatilg cosls
(56,904,261). which werc classified as "general govcmrnenl" and accounted for 4l % of total expenses,

(2) public safety ($1,150,073), which accountcd for 6% ofiotal expeises, (3) public works (52,129,640),

which accounted for I 2% of totat expensc, (4) hea lth and welf'are (52,402,073), which accoluted for I 4%
percent of total cxpenses (5) culture and recreation ($1,497,733), which accounted for 90% ol total

expenses, (6) urban and developmcnt (52,102,070), which accounted for l27o of total expenses (7)

interesl on long-term $368,804, whicb accounted for 2% of total expenses. Thcse expenses includc

depreciation of capital assets and deferrcd charges in the amo nl of S I ,466,903, for t]rc fiscal year ended

June 30.2012.

FINANCIAL ANALYSIS OF GO1tsRNMENTAI ACTIVITIES

Anablsis of Financial Position of Governmental Fan&

As discusscd earlier, the Municipaliry uses fund accounting to ensure and demonstrate comPliance with
financc related legal requircments. The focus of the Municipality's govcrnmental funds is to provide

information on nmr tcrm inflows, outflows, and balances ofexpcndab,e resources. Such information is

useful in assessing the Municipaliiy's compliance with finance-retated legal requfcments. Speciflcally,
unreser\.ed liind balance may serve as a uscful measure of the Municipality's net resources available for
spending al thc lrnd ofthe fiscal year.

At Jufle 30, 2012, the toral asscts of govemmental funds amounted to S I1,617.730, which consisled

principally of: (l) cash and cash eq ivalents ofSI3l,0l8 (2%), (2) cash in fiscal agenl of $2,084,980
(18%), (3) municipal licenses- property and sales ta\6, intergovernmental, accnred interests and other

receivables of $9,361.826 (80%). Such assets include cash, cash equivalenis and rcceivables that are

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

At June 30. 2012, thc total liabilities of govemmental tunds amounted to $12,235,855, which consisted

principally of: (1) uneamcdeferred revenues of $1,659,066 (14%). (2) accounts payablc and accrued

liabilities and anothcr payables of $9,228,079 (75%), (3) intergovernmental accounts payable of
$1,029,887 (9%) and matured bonds and interests due and payable of S 118,823 (3%).

The total tund balances of governmental tunals amounlcd to ($618,125), at June 30. 2012, of which

$4,365,518, are reservcd for restricted, commited and assigned. while $ (4,983.643) rcpresent unassigned

fund balance. The fund balances of governncntal tunds decreased by $784,303, during the fiscal year

cnded June 30- 2012.

This Space Has Reen Lefi Blink Intentiohall!-
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MTJNICIPALITY OF VILLALBA
COMMONWEALTH OF PTJERTO RICO

MANAGEMENT'S DISCUSSION AND ANAIYSIS (MD&A) (CONTINTJED)
FISCAL YEAR ENDED JUNE 30. 20I2

The following table presents the condeNed financial position of govenmental tunds at June 30. 2012 and
201 l:

2012 20ll

Total asscts major govcrnmenlal funals

Total assets other governmcntal funds

Combincd total asscts

Liabilities:

Total Iiabilities - major governmental
tunds

Combined total liabilities

F u nd bahnces (def c its) :
Restricted major golernmental tunds

Restricted othergovernmentaltunds

Cornmittcd major golcrnmcnal funds

Unassigncd

Combined tolal fund balances

Total liabilities and fu d balahces

$ 5,900.772 $ 6,077,140

5,716,958 5,898,097

I1,617,730 lt.975,237

12,235,855 i 1,595,5 t 7

8,277.580 6.921.082

Total liabilities - other govermental tunds 3.958,275 4,614,435

t,7t!7.tt7 2.tt4.t46
1.758.683 1.223.662

819,718 289,741

(4,983,641) 6,247,829)
(618,12s) 379.720

$ n,617,730 $ ,975,237

\rajor Governmental Funds

General fund (GF) The CF is thc principal operating fund ofthe Municipality. Thc GF's lotai asscls
amounted to $.1.096.520. at June 30, 2012. Such assels consist principally of (l)Cash in commercial
bank (534,649), (2) accouDts recei\ables and due receivables from govcrnmcnlal entities ($71,917), (l)
shorr-term amounis due from oiher tunds (S3,709.222), and (4) rcsrictcd cash in fiscal agenl (S280,732).

The CF's total liabilities amounted Io S7.734,112. ar Junc 30, 2012. Such liabilities are composed mainly
of: (1) unearned revenues (SI.607,290). (2) due to other tunds ($3.381,440) and (3) accounts payable and
accrued liabilities. including amounts due to oiher govemments 52,745.602.

t.l



MT]NICIPALITY OF VILLALBA
COMMON'\'EALTH OF PI]ERTO RICO

MANAGEMINT'S DISCUSSION AND ANALYSIS (MD&A) (CONTINIJED)
F]SCAL YEAR ENDED JT]NE ]O.20I2

At the cnd of the currmt fiscal year, fund balance for restricled and assigncd reached $ 1,345,831,
unassigned fund balance of the GF amounted to $ (4.983,643). while total fund balancc reached
($3,637,8r2).

HUD Furd- The HLID Fund rorat assers amounred to $476.191. at June 30.2012. which consisl
principally of: (l) restricted cash in commcrcial banl ($50,230) and (2) due from governmentat enriries
($423,440). The HLID Fund tolal liabilities amoumed to 9430,570, at June.t0, 2012. which are composed
mainly of (l) accounts payable and accrued liabilitics ($254,887) and (2) due io other tunds (S175,683).
At the end of the current fiscal year, rhe HIID Fund had toral restricred fund balances amounred ro
$45.621.

Stat€ Assisnment Fund (SAF)- Thc SAf total assets amounted to S1,328,061, at June 30, 2012, which
consist nlainly ofi (l) rcstricted cash in comcrcial bants ($? l), (2) due ftom orher tunds (91,257,892) and
(3) duc from other go\.ernmcntal entities ($70,098). The SAF toral liabiliries amounted ro $ I12,678, at
June 30, 2012. At the end of thc currenr fiscal year, SAf had roral restricaed fund balance rcached
$r,215,383.

Other sovernmental funds (OGF)- The OGF'S total assets amountcd to $ 5,716,958, aI June 30, 2012,
which consist mainly of: (l) resrricted cash and cash equivalenrs ($ 46,068). (2) resrrictcd cash in fiscal
agent (51,804,248), (3) due from orher tunds ($2,123,548) and (4) rcceivables ftom inrergovemmental
gants and contributions ($1,589,576). The OGF'S roral liabiliries amounted to $ 1,958,275, at Junc 30,
2012, which are mainly composed of dcfcrred revenues ($51,776), accounts payable and accrued
liabilities ($153,180) and shorr-term amounB due to orher tunds ($ 1.43,1,496). A! rhe end ofrhe cu-rcnt
fiscal year, OGF'S total reserved fund balancc reached S 1,758,683.

Anallsis ofOperuting Resuks ofGow mental Fun&

Maior Govertrmcntal Funds

Gctreral fund Thc toral fund balance of the GF discreased by 5l-274,396, during cunenr fiscal year.
Total revenues, expenditures and orher financing sources (neo amounted to S11,279.569, $12.424,708.
and $129,257, respectively. for the fiscal year ended Junc 30, 2012.

Approximately 3l% ($3,532,013), of the GF's roral rcvenues for the currcn! 6scal year came from
property, nrunicipal liceose, constnrction excise and sales and use taxes. \l'hile 64% 57,191,568, resulled
from intcrgoverimental grants and contributions. lnterest revenues, charges fbr services and
miscellaneous rcvenues, amounting to $555-988, provided 5% of the toial revenues lor the currenr fiscal
ycar.

The largest expenscs ofthe GF for the fiscal year ended June 10. 2012 were relared ro: (t) general
adminisrative and operatjng cosrs ($7.9,19,699), *hich were classified as "general government', and
accounted for 64% of total expenses. (2) public safety 5906.428, r,hich accounred for 7% of toral
cxpenses, (3) public work $1,380.196 which accounted for I lo, percent oftotat expenscs, (4) health and
welfare $982,110, which accounted for 87o oftoral expcrlses. (5) culture and re.reation $ 1,082.554. which
accounted for 9% oftotal expenses.

HUD Fund The total tund balance of rhe HLD Fund is $ 45,621. during curerr fiscal year. Toral
rcvcnues for the fiscal ycar ended June 30, 20 I 2 are $ I ,9 16.084.
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Total cxpenditucs amounted to $ 1,949,863, for the fiscal year ended Jmc 30,2012' HllD Fund totat

expenditures for the currcnl fiscal ycar came from health and welfare and urban economic development to

$532,989 and $1,416,874, respe.tively.

State Assiqnment Futrd (SAF)- The total fimd balance of the SAf decreased by $I I.149, during currenl

lscal ymr. Total rcvenue amounled to $ 0.00, for the fiscal year endcd June 10, 2012

SAF'S total expcnditures for the cunent fiscal year came from general 59,731, public works $918 and

culture. recreative and cducation 5500.

Other qovernmental funds (OGFI The total fund balancc of the OGF increased by $ 535,021, during

.r.*t f"*t y*.. Tolal rcvenues and cxpenditures amounted to 53,649,661' and $3,573'897,

respedively, fo; the fiscal ycar ended June 30, 2012. Approximately 42% ($I,468,631)- ofOGF'S total

reu"nues for the cur'.cnt fiscal year came from intergovernmental gants and $1,446,302 (38%) ftom

federal grants.

Thc largest expenses of the OGF lbr thc fiscal year ended June 30, 2012 were rclaled to: (l) health and

welfare ($774,751), which accounted for 2l7o percmt of total cxpenses, (2) urban and cconomic

development ($833,220), wh;ch accounled for 23oZ oftotal expcnses and (3) public work ($ 1,104,279),

which accounted for 307o.

BUDGETARY HIGHLTGIITS

a) General Fund

The final budget of thc general tund for the fiscal yea. ended June 30, 2012 amountcd to

S12,319,293. Over the course of the fiscal year, the Mudcipality revised thc GF's budgct in order to

include increases a l dccreases in rcvcnues that were identificd during the course of 
'he 

fiscal year

based on current dcvelopmenis thal positively affected thc Municipality's flnances. The laws and

rcgulations ofthe Commonwealth mandatc a balanced budget.

The total acnral revenues (budgetary basis) of the gcneral fund for the fiscal ycar ended June 30,

2012 werc $ 10,910.985. which is I l% ($ 1,408,308), lower than the budgetcd revenues. In additior,

the tolal actual cxpenditures (budgetary basis) of the gencral fund lbr thc fiscal year 
'ndei 

Iunc :]0_

2012 were $ I1,767,858, which is 3% ($ 363,685), lower than the bLdgeted expenditures

The mosl signilicanl fluctuations in actual revenucs occurred in charge of scrvice which had actual

revenues fial were S 821,1.{8, lower than budgeted- This fluctuation arise because the facilities did

not begin to operate from the beginning ofthe year.

Also. the most significani fluctuations in actual expenditures and encumbrances occurred in general

govemment, which had actual expenditurcs and encumbrances that were $318,987' lower than

budgeted.
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CAPITAL ASSETS AND DEBT ADMINISTRATION

a) Crpital Assets

The Municipality has invested S 17,077,241 in capital asscrs uscd in govcmmcnral acrivities, which
havc an accumulated depreciation and amortization of S 11.666,043. ar June 30. 2012. Thc nct
capital asscts of govonmental activities increased during the current fiscal year due to the current
frscal year's capital additions $2,369.414, which were partially oft-\et by the depreciation and
amortization cxpe[se $ 1,466,903 fbr the same period.

b) Debt Administration

The Municipality finances a significant podon of iis construction aclivilics thrcugi bond and note
issuances, and tkough state and federal gants- The proceeds from bond issuances designated for
construction activities are committed in its entirety for such purposes and cannot be used for any other
purposes.

At June 30, 2012, the Municipality's total bonded debt amounled to $8,477.000, consisring ofbonds
payable. Such debt is backcd by the tull faith and crcdit ofthc Municipality.

Thc following is a surrunary ofthl} debt activity for the liscal year ended June 30, 2012:

. Bonds payable decreased by 3% ($285.000) by the principal payments on bonds.

. Thc Municipality has also cenain outstandiog notes payable due to CRIM ($1,720,486)- Such
notes payablc dccrcascd by $51,320. during thc current fiscal year rnainly due to the principal
paymcnB made during the same period.

f,CONOMIC FACTORS AND NEXT YEAR'S BU}GETS AND RATES

The Municipality relies prirnarily on property and municipal taxes as well as federal and state grants to
carry ou1 the govcmmcntal activitics- Historically. propcyty and municipal taxes have been very
predictable with increases of apprcximately five percent. Federal and State gant rcvenucs nuy vary if
new grants arc availablc but thc rcvcnuc also is vcly prcdictablc- Thosc factors wcre considered when
preparing the Municipality's budget for the fiscalyear 201l-2012.

REQUI ST FOR INFORMATION

This financial report is designed to provide a general overvie* of the Municipality's tuunces for all of
the Municipality's citizens, taxpayers, customers, investors and creditors. This financial report seek to
demonstrate the Municipality's accountability for the money it receives. Queslions conccming any ofthc
information providcd in this report or rcqucsts for additional information should be addressed to the
Municipality of Villalba, Dcpartmcnt of Financc-
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MLNICIPALITY OF VILLALBA
COMMONWEALTH OF PTIERTO RICO

STATEMENT OF NET ASSETS
YEAR ENDED JT]NE 30, 20I2

Assets

Cash in conlmercial banks

Cash in f6cal agetu

A.counrs receivable nel ol albwance for doubtful accountsi

Property laxes

intergovernrnental

Sabs 1ax

Mlmicipal liceme

Miscelaneous
Tdrrldment assets

Noncurretrt assets:
Capital assets, net of accumubted depreciation and

amonization of $l 1.666,041

Total noncunent assets

Toralassets

$ r3l.0l8
2,084980

100.7r8

2,083.111

39,906

4.821J86

25311.r98

25,411,198

10,238981

Crrrcnt Lirbilities (due rrithitr one year):
Accounts payabb j,966938

Bank Orer&afi l'70,]'79

lntergovernmental payabbs I,029,887

Accrued interest payable on bng-lerm debt 61 ,823

Uneamed revenues 1,659,066

Curre ponion of bng-lerm obligalbru:

Bonds peyable 160,000

Other debls 1J50,614

Tolal cllrreni lilbilir€s 6,598,827

Noncurrent liabilities (due in mor€ than one year):

Total liabilities

t2,779,.11i

19,378:,12

Net rssets (lirbilitie s ):
lnvested b capital assels, nel of re hted debt I 7O80,91t0

Restrict€d for:

Hud Fund '15,621
Debl senice 998,609

State Assigrment Fmd 1215;83

SpecialRevenue 7fi.!71
U nrestricled net liabilities (9239925)

Total net assers $ 10,860,742

The otes to thertnantial statements arc ah integml pa ofthis stu lefie L
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PI,ERTO RICO

STATEMENT OF ACTI\,'ITIES
\EAR ENDED JL]NE 30, 20 I2

Cadtrl \etL\penses

Aants,nd ,ndChrry.s

---gErs:-

1.150.011

163.30.1

:___.1!.8.!a

onr.iburi.ns conkiburions in \er .rssels

Cuhurt, r{wtion dd cdudion
Urbm and Nnomic d*elopmenr

lnre.6r on lonstmr obliearion

Totrl !o\cdmcmal a.{n i!:

( I .1,17.130)

(163,30.1)

r.616.125

t.904,393

224.527

205..1:15

10.I5,475

!.261.491

_i__liEil _:_____:i!:!ll ! ! lllillfill

M unicipal liense td6

Co.sindion cpisc lm

Ctrrs rd anrriburiotu. nor Btnd.d ro speitic prqnm

Toral gcncnl o cnu6
Nd chdg6 i. .cr 6scc

Nd 6sds d beeFnineoftheYa
Net assds ,r rhcdd olrh.yw

The notes to the linmcitl slaremen t arc aft ihtegrul part of this s,arenent-
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

BALANCE SHEET GO\ERNMENTAI FUNDS
YEAR ENDED JUNE 30, 2OI2

^5SErS

Due nom eovflmnial 01ni*
Tokls$ts

LL{BILITIES

Mdural bonds du. dd pay able

Md u.ol ,nte6s du rd tayable
rod labiliries

FT,ND BAI-{\CE

Sal. olhs
Asienm r Govemmtl G.\mnral

O .mlFutrd HUD Fund Fmd Fund ruids

s 14.649 I 50.210 S 7t $ 46,063 5 Er,0r3
r,30.1.t43 1,034,q30

I itl - |1.6[ r3r,050

:1.709.212 - 1.1i7,391 r,r21.5.13 7090,661

- lll.1.l0 1,i39.t76 l.03l.l ll
_l__L!:!!tl _l___MtL ! l!:!!!L !:l!!.9:L ! ]]-!rrL

.r,15.16 r5l130 1.966.913

3,331.,!40 t7i.633 99,0.11 133.4.496 '11t91).66)

11,776 1.659.066

257,000 257,000

61,32t 6r,321

7,714,112 430.570 112,673 3853,275 12,215,355

526,11 15.621 1,215,333 1.753,631 1.545,300

3r9,713

({.931.6{l) (198r,6$)

TOT.{L LL{BILI LS A1\I' R\D BAI^\CE
(Dr,FrcrD I .r,096,t20 5 176 r91 S l.113,06r S i,716.953 S 11.617,710

The hotes to thelinancial statchrents are ah integrul lrart of *is s,atemenl
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MLD.IICIPALITY OF VILLALBA
COMMONWEATTH OF PTIERTO RICO

RECONCILIATION OF THE BALANCE SHEET C,O\ERNMENTAL FTJNDS TO THE
STATEMENT OF NET ASSETS
\.EAR ENDED JT]I..IE 30. 20 I2

Aggregate ftud balance reported in the balance sheet - govemmenral imds $ (618,125)

Govcmrnental activitbs' amoiutts reported h ihe sratcrnenr of rct assers and rhe talance
sheel - govertun€ al {iuds are different because:

_ Some ofthe Muni:bality's revenues wil be couected after year-end but are noa avaihbb
soon enough to pay the current perild's expenditures. 100.718

- Capilal assets (net of accurnulated depreciation) used in govemmental acriviries are not
fmanc ial rcsources, therefore, arc not reported in rhe govcrnmenal frmds 25,4 I l.l 98

- Thc following labilities are nol due (mature) in rhe current period, therefore, are not
reponcd in the go\€rmental fim&:

- BoDds payable (8220,000)
CorNertibb Line ofcredit (tJ83218)
Notes payablc to Muicipal Revenue Cotlecrion Center (CRIM) (1.120486)

- Conpensated absences ( 1,549,966)

other Dehts (9j9,j79)

- Net assets as reporied in thc acconpanying statemenr ofnet assets

The notes to thefnancial statefien s irc an integral pafi oJ this naremen,.
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MT]MCIPALITY OI VILLALBA
COMMONWEALTH OF PTIERTO RICO

STATEMENI OF REVENUES. E)PENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30,20I2

IIEI'ENUES

CGtudese des

I er8mlre.hl Entu tnd cotrndiE:

EX}E!{DITURDS

CulE. recrcatbn a.d ed* im
C@miy Derehpmnt
Urban and e.ommi &wbplre

-t tufer b lilm o$n fu ls
Tn6ler @r b dher lurds

Pieeeds im d.hilsu e

Tobl orh.r FiD*ng sou6es (Ees)

\f,T CHANCE IN FIIID BALANCf,SIDEFICITS)

loi,Jlt
s I l:7r.569

351922

1,468,611

$ l6!45J14

l6uJlx
17959,617

(l.ll4J0l)

1916,034 
-

t l9t6,Bt ! -

I eresi

T@l Expedi@s \L424,76

Esess (DeIrircy) or Reteo*s oer exlelrdies ( I,145,139)

OTHER FINANCING SOURCES (USES)

532.939

- l6n,30l
11.149 1.571.397

I ll 119] 15.161

s t.649-66!

9-11r t5,125

lT2Jlll

tt2925n

t29.251 129]51

\l)92511
llodl) l30,ooo
,159:5? 110,000

Fr \D Bnl-\\cri rDEflclT) \T B[:(J\\l\G
r16jll l.2r:i-{i62 166.173

s 15.6] S l:lt.l33 5 1.7j3,63:l S (6lll-l2j)ft \D R \r-\\cf tDEFr( r r ) 1I L\D Of I f \R

The notes to thertnancial statemerts arc an integrul pafi olthis state,nent-
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MINTCTPAI,ITY OF VILLAIBA
COMMONWEALTH OF PIJERTO RICO

RECONCILIATION OF THE STATEMENT OF RE\ENUES, EXPENDITURES,
AND CHANGES IN FL]ND BALANCES OF

GOVERNMENTAL FLNDS TO THE STATEMENT OF ACTI\4TIES
YEAR ENDED JLNE 30. 20I2

Ner chane. in iDd bohnces totalepEmmntal inls 5 (784,303)

Crverrm al activiths amouts Eported in the slaicmni of aciivitls and the stat mnt of Reved@s,

expendituEs and.hnsEs in tund bahnces gortmmental nBds are dilTerent beca6c:

Revemes in fie $aleftnt of Aciiviris ilEt rio not oovile cuEeni anamial resouces aE not

reponed as rcveres b the finxts 301],718

Golemental liuds report capii.l ottlirs as exPndiMes. Hover€r, i1 the &atetrni of Activihes ihe c6t of
th6e aseu s albcaied over then esdmted Ectul liv.s and reported as depreciation cxp.Ee. In the cment
petud, these allrmts are:

Covemntal Activities:

C.pihlouthy 2)69.414

Deprechiix Eape e (j,466,903)

Excess of Capial Outlay over Deprcc btirn ExFBe 902,51 I

some ep€ses Eported in the Staiemnts ofA.tivitts do noi requtc th. Be ofcre fiiancialreuccs and

therefore are not repoited as expend'1ufts in golemenhl fimtls. IlEse activits coNist of;

Incrcase in Lons-tem oblgati^
Decrease in Cdnpensated Ab6ences

Decrease in Other Debt

Tonl A.Hitiml Exp.riinnes

(521.374)

r2,.108

:150,107

( r 58.659)

285.00)
Rcpalment oi principol of long-rem obtiellilns ir .n expendinucs in rhe gor€mental tunds. bur lhe repalmnt
reduces longrem liabilhies ir the stateme ol ner ascu

Nct changes in ner aseN reponcd in th. a.conrgdlning slateftnis ofafiniies

The notes to thejinancial stateme ts arc an integrul part ofthis statement-
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ML]NICIPALITY OF \4LLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAI STATEMENTS
YEAR ENDED JI]NF ]]O 20I2

I. SUMMARY OF STGNIFICANT ACCOUNTING POLICIES

The Municipality ofVillalba. Puerto Rico (Municipality). is a local municipal govcmmcnr consliruted
in l9l7 in thc Conrmonwealth of Puerto Rico. The Municipality has full lcgislative, fiscal and all
other governmenlal powers and responsibilities expressly assigned by Law No. 8l of Augls1 30.
1991, as amended, kno*,tt ts Autononous Municipalities Ao of the Commonwealth el Pue].to Rico
(Act No. 8l).

Thc Municipality's govcrnrnental system coisists of executive and legislative branches. The
Coistitution of the Cofirnonwealth of Puerto Rico (the _Commonwcalth") provides for the
separation ofpowcrs ofrhc cxccutivc,legislative andjudicial branches. A Mayor, elected every four
years by lhe citizens, exercises the execulive power of the Municipality. The legislarile power is
exercised by the Municipal Legislature, which is also elected every four ycars. Thc Gcncral Justicc
Court System of the Commonweakh, which has jurisdiction over the Municipality. exercises the

.judiciary power.

Thc Municipality assumG responsibility for providing services to its citiz€ns retated to public
housing, welfare, public safety, health, sanitation, e.ducation, culturc, recroation, rrban and economic
development, and many other general and administrative duties.

The accounting policies ofthc Municipality conform to Accounting Principles Generally Accepted in
thc Unitcd S1ates of America (GAAP) as applicable to governmental units. The follou,ing is a
sur Irary ofihe more significant ofsuch policies.

a) Financial Repo ing Model

The accompanying basic financial statemcnts present rhe financial position of ihe govemmenial
activities, each major govemmental fuods. and the aggregate rcmaining fund information of thc
Municipality at Junc 30, 2012, in confbrrruty with Accounting Principles Generally Accepted in
the Uniled States ofAmerica (GAAP), as prcscribcd by lhe Governmental Accounting Standards
Board (GASB). In addition, the accompanying basic financiat starements present the changes in
the financial position (results of operations) ol thc govcrnmental acdvities, each major
govemmcnlal fund. and the aggegate remaining firnd information lor the fiscal year ended June
10, 2012 in conlbrrruty wilh CAAP-

The minimum required financial statement presentation applicablc !o thc Municipality is
composed of the following elements: (l) government-wide financial statements (GWIS), (2)
govcmmcntal fund financial statements (GFFS), (l) notes to basic financial statemcnts. and (4)
required supplementary information (RSI).

RS1 consists 01: (l) a Management's Discussion and Analysis (MD&A) and (2) a budgetary
comparison schcdule gcneml fund. RSI is unaudited supplcmentary infbrmation required by
GAAP prcscnrcd along with, bur separate from, the Municipal;ty s basic financial starements.

The MD&A is a iznative report that int oduces thc accompanying basic financial statements and
provides an anal,,tical ovcrvicw of the Municipality's financial activities for the fiscal year ended
lune 30, 2012, based or the Municipaliry's knowledge ofthe tra$actiols, events and conditions
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MUNICIPALITY OF \'ILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YF,AR F,NDED JI]NE 30. 2OI2

b)

reflected in thc basic financial statements. The MD&A also higblights cenain key fiscal policies

that conlrol the Municipality's opcralions.

The budgetary comparison schedule gcncral fund is also included as other rcquired

supplementary information which have been subjectcd !o the auditing proccdures applied io the

audit of thc accompanying basic fiMncial statements as ofand for lhe fiscal year ended Junc 30,

20t2.

Financtul Reporting Entitr

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

cntities that: (l) are uoder thc legal and administrativc control ofthe Mayor and (2) whose funds
are under the legal custody and coturol of thc Municipality s Director ofFinance and Budget, as

prescribcd by Lau No- 81.

The Municipality's rnanagemcnt has considered all potcntial component units lbr which it may

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

significance of $eir relatioirship with the Municipality may be such that exclusion ofthe;r basic

financial statcmcnts from those of the Municipality would cause thc Municipality's basic

financial stalements to be misleading or incomplete.

Thc Municipality's management has concluded that, based on thc criteria set forth by CASB
Statement No. 14 - The Financidl Repol /r'"g ,r/,f' (CASB No. 14) and GASB Statemcnt No. 39

Detetmining Whether Certein Oryanizations arc Conporerl ari?itu (CASB No.39). there are

Do legally separate entitics or organizations that should be reported as componcnt units of the

Municipality as ofJune 30. 2012 nor for the year then ended-

Goremmenl-ttide Finahcial Statemenls

The accompanying GWFS are composed ot': (l) the statement olret asscts and (2) lhe statemcnl

of aciivitics. These financial shtcmcnts do not report l'und information bul rathcr rcport
informadofl of all of the Municipality's govcrnmeotal activities- Thcsc statements are aimed at

presenting a broad oveniew of lhc Municipality's financcs lhrough reporting its llnancial
position and results ofoperations as a whole, using mcthods that are similar 1o thosc used by most
privalc businesses.

The focus olthe GwTs is not on compliance \,!ith budgets, rcgulatory requirements or on the use

ofavajlable or curently expcndable financial resourccs (refened to as fiscal accountability), bul
on opcrational accountability informalion about lhe Municipality as a singlc cconomic unit.

Operational accountability is the Municipality's responsibility to rcport (o the extent to which il
has met iis operating obJcctivcs efficiently and efacct;vcly. using all resourccs available for thal
purpose. It focuses on thc Municipality's priocipal operating objectivc, which is lo providc
serviccs to its cilizens.

The accompanying statcmcnt of net assets providcs short-term and long'lcrm information about

the Municipality's financial posilion aod condition by prcscnting all ofthe Municipalily's assets

and liabilities. with the difference b!'twcen these two iterns rcportcd as 'net assets" (equity).
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MUNICIPALITY OF \4LLAI-BA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JI ]NE 30. 20I2

This siatement assists managemeni iD assessing the level ofseNices that can be provided by the
Municipality in the tuture. and its abiliry 1o mcct its obligations as they become due. In addition.
this statement reports the extent io which the Municipality has invcstcd in capital assers,
jncluding infrastructurc. and discloses legal and contractual restricrions on resources.

Net assets are classified in ihe accompanying statcmcnt of net assets within the fbllowing three
categories:

. InYested in capital assets, net of related debt These consist ol capital assets, net of
accunulated depreciation and amortization. reduced by lhc outstanding balanccs of bonds,
nores and other deb! thal are attribuled to the acquisition. constmction or improvement of
those assets. For rhe purposes ofdetermining thc outstanding deb! attributed to capital asscts.
the total long-term debt related to the acquisition. construction or improvement of capital
asscls have been reduced by any .clatcd unspcnt dcbt proceeds and any related unamortized
de.ht issuance costs

. Restricted net assets These consist of nct asscls rcstricted by cx[emal paftics (such as

creditors, grantors, contributors, laws or regulations of other governments, etc.), or net assels
for which constraints arc irnposed by consiitutional provisions or enabling legislation.
Enabling legislation is defined as legislation that authorizes the Municipality to assess, leq7,
charge or otherwise mandate palrrnent of rcsourccs (&om lxlcrnal resourcc providcrs).
Enabling legislation esiablishes restrictions if it includes a legally enforceable requirement
that those resources bc uscd only 1'or the specific purposes stipulaied in the legislation-

Thc classification of rcst ctcd ncl assets identifies resources that have been received or
eamed by the Municipality witb an explicit understanding bctwccn tbc Municipality and (hc

r!\ource providers $at the resourccs \r,ould bc uscd for specific pu+oses. Gmnls.
contribuiions and donations are often gnen under those kinds of conditions. Bond
indentures also oftcn limit the usc ofbond procecds to specific purposes.

Intcmally imposcd designations of rcsourccs. including earmarking, are not reporled as

restricted net assets. These designatioN consist of management's plans for the use of
rcsources. which are subject ro changc at thc discrcrion ofthe Municipal Legislature.

. Unrcstrictcd net asscts These consisr of net assets thar are neither extemally or legally
rcstrictcd nor in\csted in capital assets. Howe\er. rmrestricted nei asseis olien are
designated to indicare that management does not considcr rhem to bc available for gcnlyal
operations. Unrestricled net assets often have constraints that arc imposcd by managenrcnl,
bur can bc rcmovcd or modificd.

Whcn both rcstrictcd and unrcstrictcd rcsources are avarlable fbr use. ii is the Municipality s

policy to gcncmlly usc rcslricled resources first, and rhen unrestricled resources as they are

The accompanying statement ofactivilics prcscnts the rcsults of the Muoicipality's operations by
showing hou the Municipality's net assets changed during the year ended June 30, 2012, using a
net (expense) revenue forrnat. This statement presents the cost of cach functiorvprogram as well
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JLINE ]0, 20I2

as the extent |o which each of the Municipality's functiors, progams or other serviccs either

contributes to or draws from thc Municipality's general revmues (such as prcpcrty taxes,

municipal license taxes. coistruction excise taxes, elc-).

A functioo/program describes a group of activities that arc aimed at accomplishing a major

service or regulatory rcsponsibility- The functions/programs reported in the accompanying basic

financial statcmcnls are: (l) generai government, (2) urban and economic developmcnt, (3)

public saf'ety, (4) hcalth and welfare, (5) culrure, recreation and education, and (6) public worl(s.

The govemmcntal operations of thc Municipality's depa[ments and operational units are

classificd within the following functions/programs io thc accompanying basic financial

General Government:
Municipal Legislature

Mayor's Oftice
Department of Finance and Budget

Department of Human Resourccs

Department of Municipal Secretary

Department of lntemal Audit

Public work:
Department of Public Work
Department of Recycling Scrviccs

Public Safety:
Department of Municipal Policc

OfIice olEmcrgcncy Managemeot

Health and Welfarcl
Departrncnt of Elderly Afiairs

Culturc and Recreatior:
Delartmenl Lrr' Ri(r€t ion and Sp,,ns

The statement of activities demonstrates thc degree to which program revenues offset direct
expenses of a givcn functior/program or scgments. Direct expenscs are those that are clcarly
idcntifiable with a specific function. segment or operational unit. This statement reports revenues

in two broad caqorics: (l) program revenucs and (2) gene.al revenucs.
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MLNICIPAIITY Of VILLALBA
COMMONWEAI-TH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINLIED)
YEAR ENDED JUNE 30, 20I2

Program revenues are generated directly from a program itselfor may comc from pa ies outside
thc Municipality's taxpayers or citizens. In thc statcment ofactiviries. program revcnucs rcducc
thc costs (cxpcmcs) ofthe lirnctio program to arrive ar rhc ncl cosr ofthe functio program that
mtlst be financed from the Municipality's gcncral rcvcfiues. The accompanying statement of
activities separalely rcports thc following categories of program rcvcnucs:

Chargcs for servic€s These generally consist of exchange or exchange-like transacdons
involvjng charges to customers or applicants who purchasc. use or directly beneiir from rhe
goods, services or privileges provided, or are orherwise directly aficctcd by rhc scrviccs.
These inclDde fees charged for spccific scr\,ices. charges for licenses and permits, and fincs
and forfciturcs, among others.

Program-specific capital and operating grsnts and contrilrntions These consist of
trdnsactions that are either mandatory or voluntary non exchange transactions with other
govcmmcnts, organizations, or individuals that restricr the rcsouccs for use in a panicular
progam. Caprtal gants and contributions consist ol capital assets or resourcei that are
restricted for capital purposcs to purchase, construct or renovatc capital asscts associated
with a specific program. Operating gants and contributions con-sist of resources that are
required to be used to finance thc costs ofoperating a specific program or can be used eithcr
for opcrating or capital puryoses of a specific pro$am. Rcsricted capiral and operanng
grants and conlrjbutions arc program revenues becanse they are spccifically atlributable to a
program and reduce the net expense of that progam to $e Municipality. They are reported
net of estimated uncollectible amoun(s.

Gcncral rcvcnucs arc lhe def'ault category for revenues- It includes all rcvcnues and gaiDs that do
not meet the definition ol program revenues. Property laxes, municipal license taxes, sales taxes
and construclion cxcise taxcs ale reported as general revenues. All othcr nontax rcvenucs
(including unrest.icted investment eamings, grants and cont butions not restricted for specific
progams and miscellaneous revcnucs) that do nor meet the definition of program revenues are
classilied as general revenues. Resources that arc dcdicarcd intemally by the Municipality are
reported as general revenues ralhcr than as progr All general revenues are reportcd
net of esrimated uncouectible amounts. u,hich arc rccorded as reduction of revenues rather than

thc generat govenmenr functioryprogram reported in the accompanying statemenr olacrivities.
includes cxpenses drat are. in essence, indirect or overhead cxpcnses ofthe Municipality's other
functions/programs. Evcn though some of these costs have been cha.gcd to other funds in rhe
governmental fund financial statemcnB as indiect cost allocations permitted under some federal
proganrs, ftc Municipahy has reported these indirect expcnscs as direct expemes ofthe general
governmenl funclion. Accordingly. the Municipalily docs not allocate generat government
(indirect) cxpenses to other tunctions.

The efiects of all interfuDd governmental activitics (revenues, expenditures and other financing
sources/uses among governmental funds) have been removed from the accompanying statements
of net assets and adiviries
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MT]NIC]PAIITY OF VILLALBA
COMMONWEALTH OF PLIF-RTO RICO

NOfES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YI]AR ENDED JI]NE ]0. 20 I2

The Municipality classifics all of its activities as governmcnial activities in the accompanying

GWIS. These are activities generally firunced through taxes. intergovemmental rcvmues and

other non-exchange revenues that can be uscd to suppo( the Municipality's programs or

serviccs. These governmental activities are also generally reportcd in the govemmental fund
financial slatcmcnts,

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

holding or managing net asscts for specific individuals or other cxtemal parties in accordancc

with trust agreements or other custodial armngements. ln addition, the Municipality has no

operatioff or activitics that are primarily financcd and operated in a rnanner similar to pri\ate
business entcrprises, where the costs of providing goods or serviccs to the Seneral public is
financed primarily through user charges.

d) Govemmentul Fut d Financial Sratements

The accompanying GFFS are composed of (l) the balance sheet governmental tunds and (2)
the statemcnt of revenues, expeflditures and changes in fuod balances govcrnrn€ntal funds.
These financial statements r€port the financial position and results operaiions of the
Municipality's governmental funals by prescnting sources, uses and balances of current financial
rcsources. Some of these financial statements have a budgetary orientation and focus primarily
on: (l) the Municipality's major tunds, as defined below, (2) thc fiscal accountability and (3) thc
individual parrs of the Municipality's goverrxnent. Fiscal accountability represents thc
Municipality's responsibility to justiry that its acdons in the current year have complicd with
public dccisions conceming the raising and spending of public moneys in th.3 short term (one

fiscal year).

Each governmental fund is considered an independent fiscal entity accounted for within a set of
sclf-balanciog accounls that comprise its assets, liabilities, fund cquity or deficit, revenue and

expenditures. Thc accompanying GFFS segregale governmental funds according to their
intended purpose and are used in demonstrating compliance uitb legal, financial a.d contractual
provisions. The minimum number of govffnmental funds is maintained consistent with legal and

self'-imposed managerial requiremeDts establishcd by the Municipalrty- For financial reponing
purposcs,lhe Municipality classifics its governmental funds within thc following categories:

t General fund - The general fund is thc Municipality's main opcrating tund and a major
govcrnmenlal fund, as dctincd belo*, used lo account fo. all financial resources and
govemmental activitics not accounted for and reportcd in another {ind- lt is prcsumed that

the Municipaliry's governmental activities havc been reported in the gcncml fund excePt lbr
transactions for which one of thc followjng compelling reasons has required the usc of
anolhcr find: (l) legal requircmcnls. (2) GAA" requnements or (3) rhe denlands of sound
financial adminislration requiring the use ofa govemmental fund other than the general fund

. HL|D Fund This is the lirnd uscd to account for all the transactions ofthe Hl,rD Awards.
The prinrarily objectives of this program is the development of viablc communities by
providing decent housing, rcnl assistance, a suitable living environmenl and expanded

economic oppomrnities, principally for persons of low and moderate incomc. The uses and

Iimitatiois of cach Hud fund are specified by fcdcral statutes-
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MT]NICIPALITY OF VILLALBA
COMMON'Ii/EALTH OF PT]ERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTNUED)
\.EAR ENDED JLINE 30, 20I2

. Stale Assignmenl Fund This is the fund used to account forallthc rraDsactions ofthe Stare
Assignment by Legislature Rcsolulions. The primarily objectives of this assignmenrs is to
developrnent of minor projecls on communitiesj not for profit organizations and indirect
assignmcnt to persons of lo*,ard moderate income-

. Olher Governmenral Frrli - Other Govcrmcntal Funds are all non major governmental
fimds, used by the Municipality to account for the procecds ofspccilic revenue sources thai
arc rcstrictcd or cormitted to expenditure for specified purposes. The uses and limitations of
each fund are specified by municipal ordinances or fedc.al and stare statures. Howevq,
resources restriclcd to expenditurc for purposes nonnally fnanced from the general fund arc
reported in ihe Municipality's general tund providcd that all applicable legal requirements are
appropriately satisfied. In this casc, othcr governmental funds to account for such kind of
transacdons will be used ody iflegally mandated.

The focus of thc govcrtunental fund financial statements is oo major funds, which generally
rcprcsent thc Mudcipality's most important firnds. Accordingly. the Municipality is requircd to
segregate govemmenlal funds among major and nonrnajor within the gove[nnental fund
financial statements. Major individual governmental funds are rcportcd individually as separate
columns in the governmental fund financial statcmcnts, while data fiom all nonmaJor
govenlmental funds are aggregated into a single column, regardless offund twe.

By definition, the Municipality's general fund is always considcrcd a rnajor govcr nental f'und
for financial reporting purposes- In addilion. any olher fund is considoed a major fund for
financial repodng purposes if its total assets. liabilities, revenues or expenditures ol that
individual govemmcntal fund arc a( lcast l0 percent of the corresponding element total (assets.

liabilitics, rcvcnucs or expenditures) lbr all governmental fun&. For the purposes ol applying
the aforementioned rnajor fund criteria, no climinatioDs of interfund balances have been made.
Total rcvenues for these purposes means all revenues, including operating and nonoperating
revenues (net of allowances), except for other financing sources- Total expenditures for these
puryoses mean all expenditures, including operating and nonoperating expcnditurcs, cxccpt lor
other financing uses.

Based on the aforementioned criteria. the Municipality's major goverrnnental funds repo(ed in
the accolrpaDying goverrunental fund financial statements are: (l) the gcncral fun4 (2) thc HUD
fund. and (3) thc stalc assignmcna fund.

Generul lund -Thc gcncral fund is thc Municipality's main operating fund used to account for
all financial resources and governmental activities nol accounted for and reported in anoiher
tund.

HUD Fund This is fte tund used to account for all rhc rransactions ofthe HLID Awards. fhe
prirnarily objectives of this pro$am is the development of viable communities by providing
decent housing, renl assistance, a suitablc living environment and expanded economic
opportunitics, principally for persons ofiow and moderate income-
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MUN]CIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JL]NE 30. 20 I2

State Assigfirnent Fafid This is the fund used to accounr for all the transactions of the State
Assignmcnt by Legislature Resolutions. The primarily objeciives of ihis assigrments is to
development of minor projects on communities, noFfor-profit organizations and indirect
assignmenl lo persons of lus and moderatc incomc.

e) Measuremenl Focus tnd Basis ofAccoufitit g

Government-wide financial strtem€trts The accompanying cwFS are preparcd using the
economic resources measurement focus and the accrual basis of accounting. Subject to the
addilional rules and limitations detailed below, revenues (including interest income) are
gene.ally recorded when eamed and expenses arc gcncrally rccorded when a liability is incurred,
regardless of the timing of rclatcd cash flows.

All revenues, expcnscs, gains, losses, assets and liabilities resulting from exchange and
cxchange-,ike lransactions are generally recorded when fie exchange takes placc. ln cxchange
tmnsactions, each party to the transaclion receives and givcs up cssentially equal values.

An exchange-like transaction is one in which thcrc is an idenlifiable exchange and the values
exchanged, though relatc4 rnay no1 be quite equal- Nevertheless, the exchange characteristics of
the exchange-like transaction are strong enough 1o juslify treating it as an exchange for
accounting purposes (examples include fees for licenses and permits, chargcs for services, and
miscellaneous revenues. which are recorded as rcvcnucs whcn collerled because thev are
gcnerally no1 measurable until actually received).

All revenues, expenses. gains, losses and assets resulting from nonexchange traisactions arc
rccorded using the criteria set forth by GASB Statement No. 33, Accou ting and Fi ancial
Reporting.for Nonexcha ge T,ansactions (GASB No. 33). In a nonexchange transaction, the
Municipality gives (or receives) value uithout directly receiving (or giving) cqual value in rerurn.
This is difterent ftom an exchangc transaction, in which each party r€ceives and gives up
essentially equal \alues- The Municipality groups its nonexchange transactions into the
following lbur classes in the accompanying basic financial statements: (a) derived tax revenucs,
(b) imposed noncxchangc revenues, (c) government mandated nonexchangc transactioDs, and (d)
voluntary nonexchange transactions.

ln the case of derived tax revenue transactio[s (such as municipal license taxes), which result
from assessments the Municipality placcs on cxchange transactions, receivables and revenues arc
recorded when the underlying exchange has occurrcd (lhat generally is, when the taxpayers' nc1

sales or revenues subjecl to tax lake place).

In thc casc ofimposcd non-exchange revenue transactions (such as propcrty taxes), which result
fiom assessments rnadc by the Municipality on nongovemmeotal entities, including individuals,
other than assessments on exchange transactions, rc.civab,es are generally recorded in the period
when an enfbrceablc lcgal claim has arisen. Property taxes are generally recordcd as rcvenues
(ner of amounts considcrcd not collectible) in the period when resources arc rcquircd to be used
or th€ first period that rhe use of the resourc{x is pcrmitted.

Govcmmcnt-rnandated non-exchange transactions (such as grants and contributions) rcsult when
a gover nent al one level (such as thc fcderal or state government) provides resources to another
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govcmment (such as the Municipaliry), and the provider govefiLmcnt rcquircs rhe recipient
govemment io use drose rcsources for a specific purpose or purposes established in ihe
provider's enabliq legislalion. In lhcse tlpcs of transactions. receivables and revenues are

generally rccordcd as follows:

For rcimburscmcnt-rype (commonly known as "expenditure-driven auards"), receiubles
and revenues are recoded when all eligibility requirements imposed by the provider
have beeo met. The Muflicipality must expcnd rcsources on thc spccific pu.posc or
project before the provider reimburses any amounls. Revenue is. therefbre, generally
recognized as qualitying reimbursablc cxpcndinlrcs arc incu.rcd.

For othcr rypls of gants (mainly granrs and contributions {,ith purpose restrictions but
with no time requircmcnB). receivablqi and rcvcnucs arc recorded $,hen all applicable
eligibility rcquircments are met When the provider is a government (including the
govemment ofthe United States of America) the applicable recognition pcriod for both,
the provider and thc rccipient. is the providcr's fiscal ycar and begins on the first day of
that year.

Voluntary non-exchange iransactions (such as donations and certain grants and entitlements.)
result iiom lcgislativc or contractrvrl agreements! other than exchanges, enter€d into willingly by
two or more parties. In these tlpes of transactions, rcccivablcs and rcvcnues are generally
accounted for in thc samc manner as govemment-mandated non-exchange trarlsactions discussed

Rcccipts ofany t pe of revenue sources collected in advance fbr use in |he following pcriod arc
recorded as def'erred revenucs.

Events that arc ncithcr cxchange nor non exchange transactions are recorded when it is probable
that a loss has be€n incurred and the amount ofloss is rcasonably estimable.

All general capital assets aod the unmatured long-term liabilities are recorded only in thc
accompanying statcmcnt olnet assets. The measurement focus and the basis ofaccounting used
in thc accompanying GWIS differ significantly from the measurement focus and basis of
accounting used in the preparation ofthe accompanying governmental firnd financial statements.
Therefore, the accompanying govemtnental fund financial statements inchde reconciliatiois, as

detailed in the accompanying table of contcnts, to bcxcr idcntify thc rclationship belween the
GWIS and the governmental tund firancial statements.

Governmental fund finrtrcial statemetrts - The accompanying GFFS are reported using the
current financial resourccs mcasurcmcnt focus and thc modificd accrual basis of accounring.
Revenues are generally recognized as soon as they are both measurablc and availablc. Rcvcnucs
are generally coosidered to be available when they are collectible rithin the cuffent year or soon
enough rhcrcaftcr to pay liabilities of the current year. For this purpose, the Municipality
considcrs most revcnues to be available if collected within 90 days after June 30, 2012, except
for property taxes for which the availability period is 60 days. Revenuc sourccs not meeting this
availability critcrion or collected in advance are recorded as deferred revenues at June 30, 2012.
The principal revenue sources considered susceptible to accrual include property taxes,
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municipal license taxes, intcrgovernmental gla s and contributions and interest income. These

principal revenue sourccs meel both measurability and availability criteria in the accompanying

GFFS, except for amounts recorded as deferred (eamed and unavailable) revenucs.

In a marmer similar to the GwfS, but subject to and limited by the a\ailability critcria discussed

abovg all revenues, expcnses. gains, Iosses, asscts and liabiliries resulting from exchange and

exchange-like lransactions are also gcnerally recorded whcn the exchange takes place.

Accordingly, fees for liccnses and permiB, charges for services and miscellaneous revenues arc

recorded as rcvcnues when colleclcd because they are generally not measurable until actually
received-

A1l revcnucs. expense.s, gains- losscs and assets resulting from non-exchange transactions are

recorded in a similar manncr 1o the GWIS, using thc prcviously discussed critcria set fonh by
GASB No. 33 for non-exchange transactions, but subject to and limited by the availability
criteria discussed above. Accordingly, property tax and municipal Iicense tax receivables are also
generally recordcd jn the fiscal year \theD an cnlorceable legal claim has ariscn while property

tax and municipal license tax rcvenues (net of amounts considcred not collectible) are also
gencrally recorded in the fiscal year when resources are required to bc uscd or the first fiscal year

that the use of the resourccs is permifted- Receivables and reveoues from reimbursement-R?c
grants, contributions, donations and entitlemcnts are also gercrally recordcd as qualirying
reimbursable expendilures are incurcd, while receivables and revcnues from other t)?es of
gmnts are recordcd when aU eligibility requiremcnts imposed by the provider havc been met.

Interest income is recorded when earned only if collected within 90 days after year-end sincc
these would be coffideredboth mcasurable and available.

Pnrsuanl to the provisions of GASB Interpretation No. 6. Recogltition a d Meastnenlent ol'
Cetlain Liabiliries and E\penditl 'es i Gownmentul Fund Findncidl Stater?err.' (GASB No. 6),
in the absence of an explicit requirement (i.e-, the absmcc of an applicable modification,
discussed below) thc Municipality generally accrues a goverrunental find liabiliay and an

expenditurc (including salaries, prof'cssional services. supplies, utilitics, ctc.) in the period in
uhich the governmcnt incurs the liability, to fic cxtcnt that these liabilities arc normally expected

to be liquidaled with currefi availablc financial resolrrces- GASB No. 6 modified the recogn rtion

crileria for certain expenditurcs and liabilities reported undcr the modified accrual basis of
accounting prior to GASB No. 3,1. and clarified a number olsituations in which the Municipality
should distinguish betwecn governmental lund liabililics and general long-term liabilities.
Thereforc', lhc accompanying balance shccl governmental funds gcncrally reflects assets that

will be converted inio cash ro sadsry current liabilities- Long tcrm assets (e\cept for accounts
receivablcs and inter-fund advances) and those assets lhat will no! bc converted;nto cash to
satisfy current liabilitics are generally not accountcd fbr in the accompanying balancc sheet

governmental funds. At thc same time, long-term liabililics (generally, those unmaturcd lhat will
not .equire the use of current financial resources to pay them) are not accountcd for in the

accompanying balance sheet govcmmcntal funds.

Modifications to the accrual basis ofaccounting in accordancc with GASB No. 6 include:
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. Principal and interest on bonds payable are recorded when they rnature (when paymenr is
due), except for principal and interest duc on July l. 2012. which havc bceo recorded as
governmental fund liabilities at June 30, 2012, r'hich is thc date when resources are availablc
in the debt scrvicc fund (generally. Junc 30).

. Notes payable- obligations undcr capital leases, compensated abscnccs, aud amounts subject
to accrucd claims and judgments undcr litigation are recorded only whcn they mature (when
payment is due).

. Ccrtain accrucd liabilities not due and payablc or not nonrully expecred to be liquidatcd wirh
currenl available and cxpcndable financial resources arc rccorded in the accompan)ing
statemenl of net assets. Such liabilities are recorded in rhe govemmcntal lirnds when rhey

. Executory purchasc ordcrs and conlracts are recorded as assignmcnts of fu balance in the
goveromental tunds FFS.

Liabilities outside thc bounals of these exceptions or modifications are rsportcd as gov€rnmental
fund liabilitics when incurr€d (including salaries, professional servjccs, supplies, utilities, etc.)
since these liabilities normally arc paid in a timely manner and in full from currenl l'lnancial

The measuement f(rus of the GFFS is on decreases in net financial rcsources (expenditures)
rather than expenscs. Most cxpenditures are measurable and are recorded whcn thc rclal!'d
govemmental firnd liability is iocurred. Allocadon of costs, such as depreciation and
amortization, are recorded in the accompanying stacmcnt ofaclivities- but are not recorded in the
accompanying GFFS.

All gcncral capital ass!'ts and the unmaiured long-term liabilities (determined using the modificd
accrual basis ofaccounting) are incorporal!'d into ths accompanying stalement ofnet assets.

fl Stei'adship, Conpliance ahd Accountabilir'

Budsetarv Control

According to the Autonomous Muricipalities Aci of the Commonwealth of Pucrro Rico, thc
Mayor and its Administrative Cabincl prepare annual budgets e{ch fiscal year for thc
Municipalily s generai tund and debt sen ice tund. Such legally adopted budgets are based on
expected expenditures by pRrgram and cstimaied resources by source for both funds- The annual
budgets are developcd using clcments ol perfbrtnance -based program budgeting and zcro bascd
budgeting. and include estimates ofrcvcnucs aod other resources fbr the ensring fiscal year under
laws and regulations e(isting at the tirnc thc budgct is prcpar.d.

The Mayor must submit an annual budgetary resolution project (the Project) to the Commrssioner
of Municipal Afairs ofPuerto Rico (the Commissioner) and rhc Municipal Legislature no Iarer
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 ard regulations and may provide comments and
suggestions to the Mayor on or before each June I5.

Thc Municipal Legislature has l0 busincss days, up to June 15, to discuss and approve the
Project with modifications. The Muricipal Legislature rnay amend the budgets submircd by thc
Mayor but may not increase any items so lar to cause a deficit without imposing taxes or
ideotirying other sources of revenue to cover such deficit. After the Municipal Legislature
modifies and preliminarily approves the Project, the modified Project is sent back to the Mayor
for his approval or rejection within 6 da,s- The Mayor may decrease or elimimte any line item
but may not increase or insen any new line item in the budgets. The Mayor rnay also veto the
budgcts in thcir cntircty and rctum it to thc Municipal Legislature with his objections. lf the
Mayor re.iects the Project, the Municipal Legislature will have up to 8 days to adopt or reject the
recommcndations or objcctions of thc Mayor- The approved Projert is sent again to th.3 Mayor,
which rhen $ould have I days rosign and apf'ro\e ir.

If the budgets are not adopted prior to the end of fie deadlines referred to above, the armual
budgets lbr the preceding fiscal year, as approved by thc Lcgislature and the Mayor, are
automatically renewed for the emuing fiscal year until the Municipal Lcgislaturc and thc Mayor
approvc ncw budgcts. This pcrmits thc Municipality to continue making palments lor 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 rltay include any additional information requeltcd by thc Municipal Legislaturc. Thc Mayor
mny requcst subsequcnt amendments 1o the approved budgets, which are subject to the approval
of the Municipal Legislanuc.

The Municipality's Department of Finance and Budgcr has rhc rcsponsibility to cnsurc that
budgetary spending control is maintained. For day{o-day nxuugemeot control, expenditures
plus encumbrances may not exceed budgctcd amounts at thc expendjfure-tlpe level of each cost
cente. (activity within a program within a tund)- The Mayor may trarsfer unencumbered
appropriations within prograns within funds. The Mudcipal Legislature nxry tmnsfer amounts
among progams within and among funds.

fhe lcgal lcvcl ofbudgetary control (i.c., the level aI which expenditures may not legally exceed
appropriation) is at the functionslprognm lelel (gcncral government, urban and economic
development, public safcty, hcalth and sanitation, culture. recreation and educaiion, and pubtic
housing and welfare) within a ftnd.

Under the laws and regulations of the Commonwealth, thc appropriations rnadc for any fiscal
y(:ar shall not cxccc'd thc totai revenue, including available surplus, estimated for said fiscal year
unless the imposition oftaxes suilicient to cover said appropriations is provided.

Budeet&ry Accounting

Thc Municipalily's annual budgets are prepared under the budgetary (statutory) basis of
accounting, which is nor in accordance with GAAP.
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Under the budgetary basis ofaccounting, revenue rs

Short-term and long-term borrowings may be used

The Vun'clpal'ry u56 encumbrancc accounring lo

generalty recognized when cash is re€eived-
to financc budgetary excess of expeflditurcs

record the full amount of purchase orders,
confacts and olher commitments of appropriated resollrccs as dcduclions from the aPPropriation
prior to actual expenditure. In the governmenlal funds, encumbrance accountirg is a significant
aspect of budgetary control. Accordingly, expenditurcs arc generally recorded when the related
cxpenditure is incuffed or cnclrmbcrcd. Available appropriations and encumbranccs are

established to lapse one ycar after the end of the fiscal year. Amounts requircd to seftle clains
andjudgmenis against the Municipality, and cerair other liabilitics. ar.3 not recognized until they
are encurnbered or othcrwise processed for payment. L;nencumbcrcd appropriations and

encumbranccs lapse at year-end. Other appropriations, mainly capital projects apPropriation'.
arc continuing accounts for which thc Municipal Legislature has authorized fiat an unspent
balancc from the prior year be canied forward and made available for currenr spending.

The accompanying budgetary comparison schedule provides information about the general fund's
original budget, the amendmenls made to such budget, and thc adual general fund's results of
opffations under the budgetary basis of accounting for the fiscal year ended Jurc 30, 2012.
Further details ofthe Municipality's budgetary control at the legal level may be obtained from the

Budgetary Liquidation Report for the fiscal year ended June 10, 2012. Copies of that report may
b€ obtained by wriring to the Municipality's Director of Finance and Budgct.

Accounting principles applied for purposcs of developing daaa or a budgeiary basis differ
sjgnificantly from those used to pr.'scnt thc govemmental fund financial shtemenis in conformiry
with GAAP. Accordingly, the accompanying budgetary comparison schedule is accompanied by
a reconciliation of the differences between thc budgelary basis and GAAP actual amounts.

The Municipality does not lcgally adopt budgets for the State Assignment Fund and HUD Fund.

The financial rcsourccs received by these fuods are not subjecl lo budgcting by the Municipality
sincc thc rcsources received each year fiom the respcctivc gruntors varies from year to year, and
the respcctive amounts are granted at lheir discrelion.

g) Unresticted and Resnickd Deposits

The Municipality's deposits are composed of cash on han4 demand deposits and cash

equivalents in: (1) connncrcial banks, (2) the Government Development Banl tbr Puerlo Rico
(GDB)- a govcrnmcntal bank and a 

'najor 
cotnponent uoit of thc Cortunonwealth, who is

statutorily designated as fiscal agent of the Municipality, and (3) the Municipal Revenue

Collcction Center (CRIM. by its Spanish acronyms). a golcynmcntal enlity respoNible lbr the

imposit;on and collection ofpropc(y taxcs on bchallof all municipalities of Puefto Rico.

Thc Municipality follows the practice ofpooling cash. Thc balancc ;n the pooled cash account is
available to rneet cuncnt operaring requirements. Under the Iaws and rcgulations of the
Commonwealth, public tunds deposited by the Municipality in conrmcrcial bank must be tully
collateralized for the amounrs dcposited in excess of the federal depository insurance generally
providcd by the Fed€ral Deposits Insurancc Corporation (FDIC). All securities plcdged as
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collateral are held by ageots designated by the Secrctary of the Treasury of the Cornmonwealth,
but not in the Municipality's name.

Restricted assets includc cash and cash equivalents in comrnercial banks, GDB and CRIM. These

cash balances are classified as r€strictcd assets since its use is limited for the specified purposes

discusscdbclow. which are established by applicablc agrcements or required by law.

Restricted cash with fiscal ageni in the general and dcbt service funds represent properly tax

collections which are retained and restricted for thc palment of the Municipaliry's dcbt ser\,ice,

as established by lar,. Restricted cash in fiscal agent in other govcrnmmtal funds corlsists of
unspent proceeds ofbonals and notcs, and the balance ofinlerest and noninterest bearing accounts

which arc restricted for: (l) the acquisition, construction or improvement ofmajor capital assets

and the operatioN of federal and state fundcd progans.

Unrestricled afid Resticted Accounls and Notes Receit'able

ln the accompanying GWIS, receii'ablcs consist ofall revenues eamcd but not collected at June

30, 2012. Major receivable balances for thc governmental activities include property taxes

municipal license and intergovernmcntal receivables.

Tax receivables in thc general fund represent uncollected prope(y laxcs. Rcstricted tax

receivables in the debt servicc fund consist of uncollectcd property taxes, which are rest ctcd for
the pa).rnent of thc Municipality's debt service, as cstablished by law.

Intergovernmental rcccivables are composed of: (l) amounts owed to thc Municipality for
rcimbursement of expenditures incurred pursuant to lbderal and state funded Programs (recorded

in the general fund, sp!'cial revenue tunals and capital project tunds), and (2) contributions in lieu

oftaxes from the Puerto fuco Elcctric Power Authority. r!'corded in the general fund-

These accounts rcceivables are siated nel of cslimated allowances lbr uncollectible accounts,

which arc determined, based upon past collection experience, historical trends. curent economic
conditions and thc periodic aging ofaccounls rcccivable.

Activities among funds that arc rcpresentative ot' lending/borrowing arrangements outstanding at

rhe end of the fiscal year are refer.cd to as either "due to/from other funds" (i.e. lhe cunent
portion of interfund loans) or "advances to/from other funds" (i.e., the Don_curcnt portion of
interlund loans). All other outstanding balances betr€en funds arc rcported as 'due to/from othcr

finds". Advances between funals, as reported in the GFFS, are offset by a fund balancc reserve

account in npplicablc governmental funds to indicate that ftey arc not available for appropriation

and arc not expendable a\ailablc financial resourceii.

Capilal Assets

Capital asscts used in goverrunental activities include land and land improvements, buildings,
structurcs and building improvements, machinery and equipmcnt, fumiture and 6xtures, licensed
vehicles, conslruction in progess, and iDfiasmrcore. These assets arc capitalized and reported in
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the accompanying statcmenl ofnet assets, lnliasructurc assels arc generally slationary in nature
and include roads, bridges, sireets and sidewalks, drainage systems and other similar assets.

In the statement of oet assets, all capital assets are recorded at cost or estimatcd historical cost if
actual cost was unavailable. except fbr donated capital assets. which are recorded at their
estirMtcd fair value at the date ofdonadon.

Thc Municipality's capitalization levels are $500 on personal property. For improvements other
than buildings. the capital outlay must be greater than $10,000, extend the estimared usetuL life
for ten years, and be greater ihan l0o/o of the original cost of the asset.

Major outlays for capital asscts and improvements are capitalized in the stat€ment ofnet assets as

prcjccts arc constructcd. The costs of norrnal mainlcnance and repaifi that do no1 add valuc to
the asset or materially exiend capital asset lives are not capitaUzcd.

Depreciation and amortization expense is recorded only in the government-wide statement of
activities. Howcvcr. thcrc is no deprcaiation or amodzation recorded for land and consruction
in-progress- Depreciable capital asseis are generally depreciated or arno ized over their
cstimated useful lives under the straight - line mcthod, cxccpt for machinery and equipment held
under capital leases which is depreciated over the shorter of its estirnated useful life or the lease

term. The estimated useful livcs ofrnajor capital asset caiegories are:

Capital Assct
Buildings
Improvemmt Other Than Buildings
Equipmenr
Vchiclcs
Recreadofl facili[ics
Infrastructure

30
30

3- 10

5
l5-20
l0-50

Depreciation and amoflizadon expense on capital assets are recorded as direct expenses of the
functior/progam specifically identified with the asset. Dep.eciation and amortization of
inftasrucBrc is oot alLocated ro various functionslprogams but reported as direct expenses of
Ihe urban.

Reviex, of Carrying Value of Capital Asse1s for lmpairmcnt Thc Municipaliry reviews the
canying valuc ofcapital asseB lbr impairment whenever a significant and unexpected decline in
service utility ofcapilal assets occurs.

j) Delefied Revnues

The Municipality reports defened rclcnuc on its GFFS and GWIS. In the GFFS. defeffed
revenDe 2rises when-

. Potential revenue does not mecl both lhe'lneasurable" and "available" criteria for revenue
rccognition in the currcnt period. lrs previously discussed, available is defined as due (or
past duc) aa June 30, and collected within 90 days (60 days for property taxes) thereafter to
pay obligations due at June 30. or;
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k)

. The Municipality receives resources before it has a legl claim to them. In subsequent
periods, when thc rcvcnuc recogniiion criterion is met, thc liability for deferred rerenue is
rcmoved and revenue is recognized.

Deferred revenues at the governmcn! wide level arise only when the Municipality recerles
rcsources before it has a legal claim to them.

Compensated Absences

Compcisated absmces are accounted for undcr the provisions of StatementNo. 16. Arco nting
fot Conpensated Abser?.es, issued by GASB (GASB No. 16). Compensated absences include
paid time off made availablc 1{) employees in connection wjlh vacation, sick leave and
compematory time- The liabiuty for compeisated absences recorded in rhe accompanyrng
statement ofnet assets is limited to lcavc thai: (l) is artributable io services already rcndoed on
or bcforc June 30,2012 and (2) is not contingcnt on a specific eveni (such as illness) that is
oulside thc control of the Municipality and the employee. Thc liability for compensated absences
includes salary-related costs, which are directly and incrementally related to the amount ofsalary
paid to the cmploycc (such as employer's share ofsocial security taxes and mcdicare ta{es).

The vacation policy ofthe Municipality is established by law and provides for thc accumularion
ofregular vacations at a ralc of 2-5 days per month (30 days pe. year) per employee. Employccs
accumulate regular sick lmve at a rate of 1.5 days per month (18 days per year)- Employees
accumulate compcnsatory time at a rate of l-5 times the overtime worked- All vacation and sick
leavc days accumulated by employees in excess of30 days and 90 days, respectively, are paid to
employees each ycar, ifnot consumed, as required by laq,-

Upon termination of employment. an employee receives compensadon for all accumulared
unpaid regular vacation leavc at the current rate. In the case of regular sick leavc, if thc
employee terminates his or her employmenl with thc Municipality before reaching l0 years of
scrviccs. such regular sick leave is not paid to the employee. ifnot consumed. Upon termrnation
of employment. an employee does not receive compmsation for compcnsatory time, il not
consumed. After l0 years of services any regular sick leave balance is paid to thc cmploycc.
Accumulated vacation timc is fully vested to the employee at any dme.

The liabilily for compcDsatcd abscnccs is reported in the statement of net assets. A liability for
compemated absences is reported in the GFFS only ifthcy havc rltanrred. for cxample, as a result
of employee resignations and rctircmcnB.

The long (crm liabilities reponed in the accompanying statements of net assets include the
Municipality's bonds, notes, obligation under capital lcascs, compcnsatcd absences and legal
claims and judgmcnts-

All long-term debt to be repaid from govemmmtal resouccs is rcported as liabilities in the
accompanying statcmmt ofnet assets- Principal and interest payments on bonds due in July I of
the following fiscal ycar arc recorded as fund liabilities in the GFFS $,ben r€sources are available
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in the debt service tund (generally at June l0). ln the GFFS, $e thce amount of dcbt issrred ic

reportcd as other financjng sources when issued.

Accout tinglot Pe sion Costs

For lhc purpose of appiying the requirements of GASB Statemcnt No. 27. Accounting for
PeDsions by State and Local Governmcnt Employers (GASB No. 27), the Comrnonwe,hh of
Puerto Rico is considercd io be the sponsor of lhe Employees' Rctirement System of the

Govcmment ofPucrto Rico and Its Instrumcnlalities (ERS) and System 2000, the two relirement

systems in which the employees ofthe Municipality pariicipate. Accordingly, thc Municipality is

considered a participanl and not a sponsor of thesc rcirement systems sincc the majority of the

participants in the aforementioncd pension trust funds arc part ofthe financial rcporting entity of
the Commonwealth. Accordingly, no portion of thc net pension obligation (NPO) related to ERS

has been allocated to the Municipalily in thc accompanying basic financial statemeflts The basic

financial statements of the Commonwealth account for ihe total amount of lhe net pension

obligation ofERS, includirg any amount that may be allocatcd to the Municipality.

The Municipality accounts for pension costs liom thc standpoint of a participant in a multiplc
employer cost-sharing plan. Accordingly, peDsion costs recognized in the accompanying basic

financial statemcnts are equal to the statutorily required contributions, with a Iiability recorded

for any unpaid requi.ed contribulions.

Risk Marmgefient

The Municipatity carries commercial insurance covcring casualty, thet, tort claim-s and othcr

losses. krsumnce policies are negotiatcd by the Pueno Rico Trcasury Departmen! (the Treasury

Departmcnl) on behalf of all municipalities ot' Pueno Rico. The Treasury Department pays the

insurance prcmiums on behalf of thc Municipality and then is reimbursed each ycar through

monthly cqual payments dcducted from the Municipality s goss property tax collections made

by CRIM.

The Municipality carries imurance coveragc for death and bodily injurics caused by aulomobile

accideots. This insurancc is oblained through the Automobile Accidents Compensation

Administration C'ACAA". by its Spanish acronym), a discretely componcnt unit of the

Cormon$ealth. This insurancc is compulsory for all licensed vchicles used on public roads and

highways in Puerlo tuco. The annual premium is S35 pcr licensed motor vehiclc, which is paid

directly to ACAA.

The Municipality obaains rvorkcrs' compensation in-surarce co\'!'ragc through the Shte lnsurance

lund Corporation ("FSE" by its Spanish acronyrn), a component unit of the Cornmonwealtb.

This insurance collrs $orkers against injuri$. disability or dealh bccause of work or
employment rclatcd accidents, or becausc of illness sulTered as a conscquence of their
employment. workers' compensation insurance premiums are also pajd through monthly
dcductions made by CRIM lrom the Municipality's gross property tax collectiois-

The Municipality obtains uncmploymeni compensation, non occupational disability, and &ivers'
insurance coverage for its employees tkough various insurance progarns administered by thc
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Commonwealth's Depa(ment of Labor and Human Resources (DOL). These iosurance
progams cover workers against unemploymenl and providc supplcmcntary insurance coverage
lor tcmporary disability- or death because ofwork or employment-related accidents or because ol
illncss suffcrcd as a conscqucnce of their employment. Unemployment compeffarion, non-
occupational disability and drivers' insurance premiums are paid directly to DOL on a quarterly
basis.

Thc Municipality also obtains mcdical i$umnce coverage lbr iis employees. The current
insurance policies have not been cancelled or tcrminatcd at Junc 30, 2012. ln thc past thrcc
years, the Municipality has not setiled claims that exceeded insurance co\rerage.

o) Fand Balances

On Juty l,2010, thc Municipaliry adoptcd thc provisions ofGASB Siatcmcnl No. 54. Fur./
Bdlance Reportinq and Go\,enmental F nd T)pe Delinitions No. 51 I.CASB No. 54). GASB No.
5.1. which enhanced rhe usetulness oftund balance information by providing clearer tund balance
classifications 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
tunds.

Pursuant to the provisions of GASB No. 54, thc accompanying GFFS report fund balance
amounts that arc considercd rcstrictcd. conxniited, assigned, and unassigncd, bascd on the reladvc
strength of constraints that control how specific amounts can be spent. The Municipality has

recorded the following q?es oftuDd balance classifications in the goverDmental funds:

. Resticted Represent resources that can be spent only for the specific purposes stipulated by
constitutional provisions. external resource providers (externally imposed by credilor or
grantors), or though enabling legislalion (thal is, lcgislation thal creates a new revenue
source and restricts its use). Effectively. restricrior1s may be changed or lilicd or y with thc
consent of resource providcrs.

Comfiifled Rcptcscnt resources uscd for specific purposes, imposed by formal action ofthe
Municipal's h;ghest level of decision rnking authority (Municipal Legislature though
rcsolutions and ordjnances) and can only be changed by a similar law, ordinance or
re\olurion. no later rhan lhe end ul fiscal )ear.

,4ssrgrred Represen! rcsourccs intcndcd Io be used by the M[nicipality for specific puryoses

but do not meet the criteria to be classilied as restricted or cornmilted (generally execuri\ e
orders approved by fte Mayor). lnlent can bc cxpressed by the Municipal Legislature, the
Mayor or by an official or body to which the Municipal Legislaturc dclcgates authority in
conformity with the Lau No. 8l of August 10, 1991. as amcndcd, knorn as Autono ous

Mnicipdlities Act ofthe ( omnon\eahh of Puert(, Xno (Act No. 8l ). In governmental lirnds
other than the general firnd, assigned fund balarce represenB thc rcmaining amount that is not
restricted or cortunitlcd,

. UnassiCned Represent the residual classificaiioD fbr the Municipality's gcncral tund and
includ€s all spcndablc amounts noI containcd in the other classificaiions. In other funds, the
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unassigned classificalion is used only to report a deficit balance resulting lrom overspending

for specilic purposes for which amounts had been restricted- committed. or assigned.

Negative fund balance amounts are assigned amounts reduced to thc amount that will raisc

ahc fund balance to zcro. Consequently. negativc residual amouds is restrictcd, comnified
alrd assigncd fund balance classillcations have been reclassified to unassigned fund balanccs

The Municipality reports rcsources constrained to subilization as a specified puryosc (restricted

or commifted fund balance in the general fund) only if: (l) such resources meet the other criteria
for thosc classifications, as described above and (2) thc circurnstances or conditions that signal

thc need for siabilization are identified in sufficicnt detail and are not expected 1o occur routinely.

However, the Municipality has not entered into any stabilizadon like arrangements, r}or has se1

aside material financial resources fbr emergencics and has noi established forrnal minimum 6rnd

balancc amounts as of and for the fisca I year ended Junc 30, 20 I 2.

when an expendinre is incuned for purposcs for which amounts are availablc in muhiple fund

balance classifications, the Municipatily uses restricted resources first. and then unrestricted
resources. Within unrestricted resourccs, thc Municipality generally spends committed resources

firs!, followed by assigned rcsources. and theo unassigned resourccs.

D Interfund Acrivities

The Municipality has the following rypes of reciprolal and non rcciprocal inter_fund activities
recorded among governmental funals in the accompanying GFFS:

. lrrter-fand loms Rcpresent resources (assets) providcd by one govemmental tund to othcr
governmcntal fund with a requirement and commitment for repayment (reimbursement).

which are recorded as '-due lion in the lender governmental fund and 'A,e /o in the

borrower govemmcntal fund. For amounts not expccld lo be collected, inter-fund
receivables/payables are reduced to their estimated realizable (scttlcment) value. ad the
portion of the inter fund l(xn that is not expected to be repaid is reported as a fidnsler-in '

from thc governmental fund that providcd thc loan.

. Intet-fund iantfets (ta skts-ity'(our)) Repreient flows of ass!'ts (pcrmanent reallocation
of financial rcsources among govemnental funds) withoul equivalent flows of asscts in
rcfurn and withoul a rcquircmcnt for repayment- Transfers are reported as "olhet /inurcing
,/re.r " in thc govcrnmental fund making transfers and as other rtnarcing solr'.es " in thc
govcmmental fund receiving tra[sfers.

. Inrer-fund reimbarsements Represent repayments (reimburscmcnts) from rhe

governmental fund resporsible lbr panicular cxpcnditures or e\penses to the govemmental
tund that iritially paid for them.

In the GFFS, inter-f'und aclivity has not been eliminated. as permitted by GAAP.
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q) Use of Estirnates

The preparation of the accompanying basic financial statemenis in conformity with GAAP
requics managcment 1o make significant estimates and assumptioDs that affcct the reported
amounts ofasseB and liabilitics and the disclosure of contingent assets and liabilities at thc date

of the basic financial stalemeots, and the reporied amounts of revenuc and cxpenses during the
reporting penod. Actual results could differ ftom those estimatcs.

Futurc Adoplion ofActoa ti g Pro oancenents

The CASB has issucd the lollowing standarG that have el}'ective alates after Junc 30, 2012:

GASB Statement No. 60. Acco nting and financial Repo ing ./bt Ser|ice Concession
Arrungenenrs (CASB No. 60). The objective of this Statement is to improvc financial
rcpo(ing by addressing issues related to service concession arrangements (SCAS), which are a
t)?e of public private or public-public pannership. This Statcmcnt is effective for periods

bcginning alter December 15. 201 l.

GASB Statement No. 6l . The Financial Reporting Entity: Onnib s an ame dment ofGASB
Statenents No. 14 drd lr'o. J4 (GASB No. 61). The objective of this Statement is to improve
financial reporting for a govcmmcntal financial reporting entity. Thc requircments of
Statement No. 14, The Financial Repo ing Entilr-, and thc rclated financial reporting
requicmcnts of Statement No. 34, Adrr. Financial Stale ents and Managenent s

Discussion and Analysis fot Stdte otul Locat Govei"r?merrts, wcre amended 1o better meet user

needs and to ad&ess reporting entity issucs that have arisen since the issuance of those

Statements- This Statement is cffeclive for periods beginning after Junc 15, 2012.

GASB Statement No. 62, Codirt&tiol1 of Accou ting and Financial Repoftilg Guidance
Contoined in he-Novemba'30, 1989 FASB and IACPA Pronouncernents. The objective of
this Statement is to incorporate into the GASB's authoritalive literature certain accounting and
financial rcporting guidance that is included in the following pronounccments issued on or
before November J0. 1989. wich does nol conflict with or contradict GASB pronouncements:

l) Financial Accounting Standard Board (FASB) Statements and interpretations, 2)
Accounting Principles Board Opiniolls. l) Accounting Research Bulletins of thc American
Institutc ofCertified Public AccounBnts' (AICPA) Committee on Accounting Procedure. This

Statement is effe.tivc for periods begiming after Dccember I 5. 20 I L

GASB Slatemcnt No. 63. Financial Reporting of Defened O tfo\s ol Resources, DeJbrred
lnlots of Resol ces, and Net k)sition. which establishes guidance for reporting dcfcrrcd
outflows of resources, dcferred inflows of resourccs. and net position in a statcment of
financial posilion. The provisions of this Stalement are effective for llnancial statements lbr
periods begioning aftcr December 15, 2011.

GASB Stalcmcnr No. 65, Prel,iorslr Reponed os Assets and Liabilities
Thc objective of this Statement cstablishes accounting and fiMncial reporting standards that

reclassify, as dcfercd outflows ofresources or dcferred inflo$s ofresources, ccrtain items that
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were previously reporled as assets and liabilities and recognizes, as outflows of resourccs or
inflows of resources, cerhin itcms that wcre previously reported as assets and liabilities. The
provisions of this Statcmenr are effective for financial stalements lbr periods beginning after
Decemher 15. 2012

GASB Statement No- 66. Technicdt Col r'ections-2j1 2 4n anendme t ol G ASB Statements No.
l0 dnd No. 62 (Issued 03/12).Tta objective ofthis Statement is to improve accounting and
financial reporting for a governmental linancial repo ing cntity by resolving conflicting
guidance that resulted liom thc issuancc of two pronouncements. Statements No. 54, Frlr?d
Bclant-e Reprting and Covernmenral Fund Type Delinitionr, and No. 62, Codilication ol
ALcou ting and Financial Reporting Guidance Conttined i P,e-November 30, 1989 FASB
onri AICPA honounrcriertu. The provisions of this Statement are ellective for financial
statements for periods bcginning aftcr December 15. 2012.

GASB Stalement No- 67. Financial Repofting for Pen:;ion Plans an anenrl ent oj CASB

Statenent No. 25 (Issued 06/12). Thc objcctive of this Statement is to improve financial
reporting by state and local governmental pension plaDs. This Statement results from a

comprehersive review of thc cffcctivcness of existing standards of accounting and financial
reporting for pensiors with rcgard to providing decision-useful information. supporting
assessments of accountability and inlerperiod equity, and creating additional transparency.
This Slatement replaces the .equirements of Statements No. 25. Financial Reporting for
Delined Bereft Pension Pldns o ri Note Disclostfts fo' Delined Cont, ibution Plans, and No.
50, Pe sion Disclosures, as ihey relate to peision plans that are administcrcd thrcugh trusts or
equivalent arrangements (hcrcaftcr jointly refcrred 1o as trusts) that meet certain criteria. The
requirements of Statements 25 and 50 rernain applicablc to pension plans that are not
administercd lhrough trusts covered by the scope ofthis Statement and to defined contribution
plans that provide postemployment benefits other than pcnsions-

GASB Statement No- 68 Acco nting dnd Financial Reporting lbt Pensions an amerulment of
GASB Statement No. 27 ll:;sued 06/12). Thc primary objeclivc of this Statement is to improve
accounting and financial reporting by state and local governments for pensions- It also
improves infonmtion provided by staie and local governmental employers about financial
support for pensions that is provided by othe. entities. This Statement results from a

comprchcnsivc rcvicw of the cffeclivcness of cxisting slandards ol accounling and financial
reporting for pensions with regard to providing decision-usetul information. supporring
asscssments of accountability and interperiod equity, and creating addilional transparency.
This Statement is effeciive lbr fiscal years beginning after June I5. 2014.

GASB Statement No. 69 Gotenment Combi dtions urul Ditpo\als of Gotet n ent Opentions
(l:sued 0l/13) Tll]-s SlJrement establishes accountiDg and financial reporting standards related
lo govcmmcnl combinaiions and disposals of gov.ynmcn( opcrations- As uscd in this
Statement, the tenn govcrnmcnt cdnbinations includcs a variety oftransactions rcfirrcd to as

mergers. acquisitioDs. and transf'ers of operations. The requirements of this Statement arc
effective for government combinations and disposals of government operations occudng in
financial reporting periods beginning after December 15. 2013, and should be applied on a

prospcctivc basis.
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The impact ofthese statcmcnts on the Municipaliry's basic financial starements has not yet been
detcrmined.

The impact of these statements on the Municipality's basic financial statcments has nor yet been
detcrmined.

2. DEPOSITS

The Municipality maintains its deposits ofcash
CDB and CRIM. Proceeds from all bonds and
rcquired by law to be held with GDB.

in various conxnercial banks locared in Pucrro Rico.
the funds relalcd to certain federal grani a\\'ards arc

On July l, 2004, .he Municipality adoprcd thc provisioN ofGASB Sraremenr No. 40 (GASB No. 40),
l)eposit and Inyestment Risk Disclos rc, an Amendment to CASB Statenent Nd. J. This srarcmcnl
r€quires that state and local governments disclose essenrial risk information about dcposits and
investments. Thc disclosure requirements cover four main arcas: (l) credii risk, (2) interesr rate risk,
(3) custodialcredit risk, (4) forcign lxchange exposure.

Crcdit risk This is the risk that an issuer or orher counrerparty to an invesrmenr will not
fulfill its obligations. In cornpliance with the la$s and regularions ofthe Cornmonwealth, the
Municipality has adopted, as its cusrodial credit risk policy, the State ent of lnwstme t
G idelines lbt the Gotenme t qf the Commontrcalth oj Plptlo Rico. Accordingly, thc
Municipality is only allowed to invest its obligatiois of the Common*,ealth, obligations ol
the Uniied States ofAmerica, cenificates ofdeposit, conrmcrcial paper, bankers' acceprances
or in pools of obligations of the Municipalities of Puerto Rico, uhich are managcd by GDB.
According to the aforemeniioned investmenr guidelines, thc Municipality is not allowed to
invcst in marketable securities or any other t ?e ofinvestmeots for u,hich credit risk cxposurc
may be significant. Thcreforc, thc Municipality's managemeut has concluded that the credit
risk rclatcd to any possible loss related to defaults by commercial banks on the Municipality's
deposits is considcrcd lorv at Junc 30, 2012.

Irterest rate risk - This is the risk that changes in intffcst rales of dcbl invcstmcnts will
adversely affect the fhir value of an investment- The Municipality manages its exposure to
declines in fair values by: (l) not including debt investments in its inveslmcnts portfolio at
June 10, 2012, (2) limiting the weighted average maturity of iis investments to periods of
thi:cc montk or leijs and (3) keeping most of its banls deposits in interest bearing accounts
generating interesi at prevailing market rates. At June 30,2012, lhe interest mte risk
associated with the Municipality's cash and cash equivalent is coffidered low.

Custodiat cr€dit dsk ln the case of depos;ts. this is the risk that in the event of a bant
failure, the Municipality's deposits may not be recovered. Pursuant to the Statement of
Inveslment Guidelines for the Garen e ! ofthe Con onlredlth ofPue a Xr.'r, the balances

deposited il1 comrnercial bank by the Municipahiy are irsured by the Federal Deposit
Insurance Corporation (rDIC), generally up to a maximum of 5250,000 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 pledg€d as collateral are held in the Municipality's name by the agents of the
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Commonwealth's Secretary of Trmsury- Deposits of GDB, amounting to $2,084'980 at June

10. 2012, are uniusued and uncollateralized. However, no losses related to dciauhs by GDB

on deposit transactions have been incurrcd by lhe Municipality through Junc 30, 2012 It is

managemenfs policy to only maintain deposits in baoks affiliated to FDIC to miflimiTe the

custodial credit risk. except for CDB. Therefore. lhc Municipalily's management has

concludcd that at Jure 30, 2012, Ihe custodial credit r;sk associalcd with the Municipality's
cash and cash equivalcnls is considered low.

. Foreisn cxchanqe risk This is the risk that changcs in exchange rales will adversely affect

the valuc of an inveslmcnl or a deposit. According to the aforcmentioned io\cstment
guidelines. adopted by the Municipality, the Municipaliry is prevented lrom inlesrints in
foreign sccurities or any olhcr tlpes of investmenls for which foreign exchange risk exposurc

may be significanl. Accordingly, maiagcment has concluded that the foreign exchange risk
related to the Municipaliiy's deposits is coosidercd low at June 30, 2012.

The Municipality's banl balancc of deposits with financial institutions is categorized to provide an

indication of the level of collateral risk assumcd by the Municipality al June 30, 2012. Risk

categories are dcscribed as follows:

Cashin.o nn.rcrlbrnk!

CashinGDBorCRlM.asfiscrlag.nG 130,712

Sr c Orher
.\signne.r Gorernnent'l

Fund Fund l ot,l!
Ht t,

s 11.619 \ 50.:11] 7t s 46,063 S l]t,0r8

1,301,:13 1.03.1.91i(r

l __-13:9it! ! 2?!!p9qs it I0

3. MUNICIPAL LICf,NSE TAXIS

The Municipality is aulhorized by Law No. 8l to imposc and collect municipal licensc 6xes on all
tmde or business activilies operaled by any natural or legal persoD wi$in thc tenitorial area of
Villalba. This is a sell-assesscd tax gcncrally based on the business volumc measured by gross sales.

The Municipality establishcs lhe applicable iax rales. Al Junc 30. 2012, the mnnicipal lax ralcs
imposed by the Municipality wcre 1.50% for financiB institutions and 0.50% for other tDes of
Iaxpayers.

Each ta"{paycr must asses hisi her correspondmg municipal license tax by declaring his/her volumc of
busincss through a tax return to be filed cvcry April 15 based on the actual volumc of business
generated in lhe preceding calendar ycar-

Taxpayers with a sales volume of Sl miliion or more must include audited financial statcments with
their lax retums. The tax can be paid by the taxpayer in two cqual installments due on July 15 aod

January I5, subsequent to the filing ofthe declaration.
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The first installmcnt of the tax covers the six-month pcriod ended December 31, subsequcnt to thc
filing date of the declaratiorl while the second installment ol thc tax covers the six-monrh period
ended June 30 ofthe subsequcnt calcodar year. lfa taxpayer elects to pay 1he tax in full on the filing
date ofthe declaration (generally April l5), a 5olo discounr is ganred automarically on 1hc total tax

Any municipal license taxes collected in advance (that is, pertaining to a future period) are recorded
as deferred revenues. Deferred municipal license tax revenues recorded in the accomparying GWFS
and GFFS amounted to $ 1,607.290 at June 30, 2012, which rcprcscnts municipal licenses collected in
advance for thc taxable year 2011-2012.

4. PROPERTY TAXES

The Municipality is authorized by Law No. 8l to impose and collcct pcrsonal and real properry taxes.
Under the laws and regulations ollhe Cornrnonwcalth, personal property taxes can be imposed to any
narural or legal person that at January I of each year is engaged in trade or business and is the owncr
of personal property uscd in tradc or busmess.

Personal property taxcs arc sclf asscsscd by ta-,(payers every year generally using th€ book value of
personal property assets owned by the laxpayer at lanuary I (asscssmmt date) and reporting such
taxable value tkough a personal property tax retum filed on May 15 subsequent 1o the asscssment
date- The total personal property tax rate in force at June 30, 2012 was 6.78% (of which taxpayers
pay 6.58% and 0.20% is reimbursed by the Depanment of Treasury)- Real property taxes are
asscsscd by CRIM. The asscssmcnt on real prope(y is made every January 1 and is based on
estimated currmt values of the properly deflated to 1957 market prices. The total real property tax
rate in force aI June 30, 2012 was 8.78% (of which 8.58% is paid by iaxpayers and 0.20% is also
reimbursed by the Department of Treasury).

Residential real property occupied by its owner is exempt by law from propeny taxes on the 6rst
$15,000 ofthe assessed value (at 1957 rmrkei prices)- For such exempt amounrs- the Deparment of
Tleasury assumes paymcnt ofthc basic tax (4% and 60lo for pcrsonal and rcal propcrty. respectivcly)
to the Municipality, exceF lbr properly assessed of less lhan 33,500 (ar 1957 rnarket prices), for
which no payment is rnade.

CRIM is resporsible for thc billing and collcctions of rcal and personal property taxes oo behalf of
thc Municipality. Prior to the beginning of mch fiscal year, CRIM inforrs the Municipality of the
estimated amount of property lax expected to bc collcctcd for thc cnsuing fiscal year. Throughout
the year, CRIM advanccs funds to the Municipalily based on the initial estimated collections. CRIM
is required by law io prepare a settlemmt statcmcnt on a fiscal year basis, whereby a comparison is

madc bctwccn thc amounls advanced ro the Municipality and amourts actually collected lrom
taxpayers. This settlement has Io bc complcied on a preliminary basis not later than each December
31. IICRIM remits to the Municipality properry tax advances, r'hich are less than the property tax
actually collected. ao additional properiy tax receivable is recorded al June 30- However, if advanccs
cxcccd thc amounl acnrally collected by CRIM. an intergovemmental payable is recorded at June 30.

Law No. 8l providcs for thc le\y ofan annual special tax ol L03% ofthe assessed value ofall real
and persoml property not exonerated from taxation. Such special tax is Ievied and collected by
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CRIM- CollectioDs ol this special lax arc rcmitted to the Commonwealth's debt scrvice fund for
payment ofdcbt service on gencral obligations of the Common*ealth.

ln addition, 1.75olo of lhe total personal and real property taxcs collected by CRIM is rcstricted for
thc Municipality's debl scrvice requiremeDts and is retained by GDB tbr such purposes.

Thc Additional Lottetl Sys(cm of the Conxnonwcalth (the "Additiorul Lo$cry') is an operational

unit rcported as an enteryrisc fund of the Corrunonwealth, which currently operatcs several bettiry
altcmatives to the citizcns ofPuerto Rico. The AdditionalLoftery is required cvcry year to diskibute
a portion ofits lxccss ofrevenues over expcrNcs as follows:

i. Thirty fivc pc.cenl (15%) of rts net camings (defined as the cxccss of revenues over expenscs

less an amount earmarked lbr thc Fund for Rent and Homc Improvement Subsidy Pro$am for
the Low-Ircome Qualifying Elderly) is earmarkcd lo lhe municipaliiies of thc C ommonu ea lth, of
which a ftrximum of $26 million, on an annual basis. is distributed to lhc Municipal
Equalization Fund held by CRIM to cover operating expenses and pc.manent improvements of
thc municipatities.

ii. An additional amount nor exceeding $16 million, on an annual basis, is distributed to the

Municipal Equalization Fund, provided it is within the 35% correspording to the municipalities

of the Commonwealth. whcn the accumulated municipal appropriations from the mur €ipalities'
Pucrto Rico Heakh Reform are covercd up to June 10, 1997, these resourccs will be assigned to
the Health Insuraoce Administration. a comporent unil ofthc Cornmonwealth-

5. SALES TAX

On July 4- 2006, thc Governor of Prerto Rico signcd into law the Taxpayer Justice Act (Acl
No.l17. H.B. 2193). The ncw law imposes a municipal sales tax at a ratc of 1.5% (effective July 1,

2006) ar the Cornmonweahh sales tax at the rate of 5.5%, wilh an ctfective date ofNovember 15.

2006. Conversely, the Commonwealth of Pucrto Rico eliminated the excise lax of 6.6% on some
imports (taxes on cigaretles, liquor, and cars are still in effeco and nnplemcntcd lhc sales and use lax
("salcs tax') system. Accordingly with this law lhe municipal sales tax is adminisicrcd at the local
level. and rhe Conrmonrvcalth sales tax is administered through the Pucrlo Rico Trcasury Department.

Consequcntly. scparatc registration and filing fbrms arc rquircd ofrctailers.

ln fiscal year 2007-2008. the Muricipal Legislaturc of thc Municipality of Villalba approved an
Ordinancc cstablishing a citizenship contribution of 1.0%, over all busioess or pcmonal transaciions
related to sale of goods andror services made on lhc Municipaliiics boundaries. The resources

collccrcd due ro this tax assessment will be used in lLrcal aciivilics Likc improrcmenls in heakh
services, improvements in thc control and managcmcnt of solid ',faste disposal and recycling
progralru, public improvcmcnts. improvements of public safety, and maintenance of all public
facilities of thc Municipaliry.

Any pcrso corpora on is required to register with eacb municipality in which it conducts
commcrcial transactions and in ihe Pueno Rican Treasury to obEin a Rctailer's Registration
Certificate, ex€mption ccrt;ficates, and tax returns foms. The retailers are rcquircd 1o file and send

monthly sales iax returDs by the 20th day following the month in which the tax was collected.
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Also, on July 29, 2007, thc Govcrnor of Puerto Rico signed into Lau an amendment of Act No. I17.
H.B.2193 known as Act No. 80. Thc most significant amcndments were: first, to uniform the tax
rate at 7% ofwhich the municipalities \!'ill collect lolo and rhe Pucrro Rico Trcasury DepBrtment the
other 6%. .05% of the 670 bclongs to the municipality and it is distributed througtr ahree separate
funds: Municipal Development Fund, Municipal Redemption Fnnd and Municipal Improvements
Flrnd; sccondly thc cstablishment of a Local Cornmercial Rule and the elimination of source and
ne\u. rule. ro impo:e rhe \ale and use ra \.

Thcsc funds arc administcrcd by thc Govcrnmcnt Dcvclopmcnt Bank for Pucrlo Rico. Finally, thc
Law restricts the use ofthe funds by the municipalities to certain specific activities.

6. INTERMVERI{MI NTAL RECIIVABLE AND PAYABLE

lntergolernmental receivablcs and payables recorded in the accompanying GWIS and GFFS are as

follows:

State Oth.r lot,l
Assignment aowrnmental aortrnmenr,l

furds lundr fund5

I tn.'ea rn dral E.ei d b les :

Prno tuco ofircc ofihc commasioncr ol
Muicipal Afanr Commuiry Developnrenr Block

Prtro Rico Depanmcnr oflabor Ad \o 52

Sp.cialCoftonnicsTn6r

Depanment of Tnnsponarion

I'cd.rclIraosir Adrnin nkt ion

Toral inrerloremm.nral tuc.,vdblcs

hne'Eoi dtn -ta I pat ab I"s:

(icncral *n ices Adoinistarion

PL. o Rico ward.trd $\age Auhorny

P6do tuco Dcpadmcnt of Lahor

.{dministar io. otrhc Rciircment Synem

Toral inrcrgp\ crnmcnral palares

, $ 421,,1,10

159_051 $ 159.05:l

926,666 $ 926,666

36l,08l $ 16r,08r

-$
142,716 $ 212.374

5 167.605 S

lt2.l0l

l5 t.56l

233.116

51.029.337 S

233.516

lntergovernmental receivables and payablcs represent the pending settlements of the aforementioned
intergovemmental transactions.

,19
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7. INTERFUND BALANCES

Interfund balanccs at June J0. 2012 consisled ofthc following:

s 129,257

s 129.257

Nonm,jor gor€rrnerlal runds

Dtre/.dratrces ro: Ceneral Fund Fund Olher Fund Torul

$atc Assigne.i tmd
sl?5.681

$ 1257,892 S 212:1,548 $ 118r.440
175.681

99.043
_ 1414,'196

lb(al S .1709-222 5 lli7,ll92 S2lll.548 S 7090.662

At June 30,2012 all amounrs due to among funds are coisidercd collectiblc by lhc Municipality's
managemeni.

The principal purposcs of intcr fund receivables and payablcs are to recognize in the outstanding balance
oflhc loans ganted, the effect of lhe practice ofpooling cash in the current account, and to temporarily
cover the payroll and othcr opcrating costs ol scvcral fcdcrally. and local and state funded pro$ams.

Thc principal purposes of inter-fund transfers are to make a routinary transfer of resources from the
general tund to the debt senice firnd lo cover the principal and interest payment on certain bond. These
dcbt service payments $'ere made on January and July 2012.

Intcr fund rcccivables and payables represent thc pcnding scnlcmcnts of thc aforemcntioncd t(ansfers at
June :10. 2012

This Space H$ Beeh Lel Blarrk Intentiohall!
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8. CAPITAL ASSf,TS

Capitalasset activity for thc year ended June 30, 2012, was as lbllows:

Deprcciation and amorlization of capital asscts was charged to functionslaclivitics in the

accompaoying govcrnment-wide staicmcnl of activities as follows:

CgEEASS
Coi tasisorcspial rscts, nor n$jat

ro.bpreciation and anonization:

consrmrion in progrcs
Toral cosr b6sis of capnal rssrs. noi

suUjecr ro deprcciar ion anda'nodizarion

Coe b6sis ol capital rst. sbjecr ro
deprcciarion.nd amodizrion:

CAfIT I ASJII S NI.I

Thc d.p.ccia(ion c\p.ne is &r,il.d as fo1ll*
C.n.rrl go\crnni.trr

H.axh and Errr.
cu1rr. r..rcation rnd.(e*ar'on
Libri D.veloDnr..t

Irunsrtr in (ouO Junc 30. ?ol2

S t90.1.197 S 2051-197

1659.232 137.3:1 (2995,199) 1051.907

:.i r7r .': I

Buildings. irrrdcs atrd building improvon.nG
Infrasrtu( urc 612r.392 55r,4r9
Rccrcarion Facilirics 9937 575

Licenscd \cb,clcs
Machincty sndcquipnr.nr li0'1.540 600 260

rorll.ost &lsir nrcrrnd as.ts sqc.t
ro dcprs.,,rioi lnd:moflizrrn 'Tohl cotr &sis olc+nal rsels

190.1,800

rr971,137
s \'1077,24],

(r0.13,916)
(r 1666.013)

l__l_lll:'

:66,271r

,!----1-1j!!lli

ACCUMLITATED DEPRICIATION AXD AMORT IZATIO]!:
Bujldin!5. irurur.r rnd build,ng nnpro\c'n.n(r

M..hinc!- and.qupi.trr
(r466.eor)Toralaccunulatcddeprccir(iotr,nda'nonizarn (lol99,ll0)
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9. E\IPLOYEES IIITTRE\IE\I S} ST[\I

a) Plan Desc ptio,t

The Municipality's cmployees participate in the Employees' Retiremcnl System of the
Government of Puerto Rico and its Instrumentalities (ERS), a cosr-sharing mullj-employcr (as
rclated lo the Municipality's reporting entity) defined pension plan esrablished by rhc
Commonwealth. Substantially all full-time employees of rhc Commonweakh and substantially
all municipalitics are covered by ERS undcr the renm ofPublic Act No- rg7 ofMay 15, 195l, as
amended (Act No. 447). All rcgular and temporary employees of the Municipality become plan
members ofERS at thc datc ofemployment, while it is optional for offrcers appointed.

ERS mcmbcrs, other than those joining it after March 31, t990, are eligible for the benefits
described below:

. Retirenent Annuiry

ERS members areeligible for a retiremenr annuity upon reaching rhe following age:

Policcmcn and firemen:
50 with 25 yca.s ofcredited service
58 with l0 vears ofcredited scrvice

ERS members are eligible lor monthly bencfit payments derermineal by the application ofthe
stipulated benefit ratios to the member's averagc compensation. Avemg€ compensation rs
computed based on lhe highesr J6 months ofcompmsation recognizcd by ERS_ The annuny,
for which a member is eligible, is limitcd ro a minimum of 5300 per month and a maximum
of75 percent of ahe ave.age compensation.

. Meit Annui+

ERS members arc cligible for mcrit annuiry with a minimum of30 years or morc of credited
service- The atuluity for uhich the plan mcmber is etig;blc is limired ro a minimum of 65
percenr dnd r ma\ num of'5 percenl oflhe a! eragc comperLdrion.

. Delbned Retirctrunt Annaitr)

A participating employee u,ho ceases to be an employee of rhe Municipality afrer haring
accumulated a minimum of ten years of crcdited servicc qualifies for retirement benefits
provided his/ho contributions are left in ERS unlil rcaching 58 ycars ofage.

. Coordiiated Plan

Onthe coordinated plan. by rhe timc the employec reaches 65 ycars old and begiDs to receive
social security benefits, the pension benefits fie reduced by the following:

Othcr employees:
55 $ith 25 years ofcredilcd scrvice
58 $ilh i0 years olcrc{ited service
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$165 per month, ifretired with 55 ymrs ofage and 30 years ofcreditcd service.

Sl l0 per month, ifretired with less than 55 years of age and 30 years of credired

All other bctwcen $82 and tl00 per month.

Disability annuities under the coordinated plan arc also adjusted ar age 65 and in
some cases can bc rcduced over S165 per month.

. Non-Coordin ed PIan

On the non-coordinated plan thc participating employee and does not have any change on dre
pension bcncfits upon receiving social s€curity benefits.

. ReversiorraryAnnuil!

An ERS mcmbcr, upon rerirement, could elect to receive a reduced retiremcnt annuity gi\ rng
one or more benefit paymcnts to his/her dependents. The life annuity payments \r'ould surr
aftcr thc dcath of the reliree fbr an amount not less than $240 per year or greatcr than thc
annuity payments being received by thc rctircc-

. Occapational Distbilily Annuit!

A participating employee, who as a direct result of the performance of his/her occupation is
totally and perrnanently disabled. is eligible fbr a disability annuity of 50 percent of ihe
compensation receivcd aa rhe time ofthe disability.

. Norloccupational Disabiliry A naitt,

A participaling employee lolally and permanently disabled for causes not related to his/her
occupation and wirh no lcss than l0 ycars of crcditcd scrvicc. is cligibtc for an annuity of
1.50 pcrccnt ofthc average compensation ofthe first 20 years ofcredited sen,ices, increased
by 2 percent for every additional year ofcredited service in excess of20 years-

(a)

(b)

G)

(d)
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. Death Benelits

(a) Suraivins spouse annuity equal to 50 percent ofthe participating employcc's

salary at the datc of the death.

(b) glilCfe! - $10 per montb for each child, minor or student. up lo a ruximum
benefit pcr family of$100.

Benefician the contributions and interest accumulated as ol the dale of the death plus an

amount equal to thc annual compensation at the time ofthe dcath.

Beneficiary with surviving spouse age 60 or over and a child, 18 or under, up to 30 percent

(60 percent, ifrot covered under Title II of th(r Social Security Act) (increased to 50 pcrcent

effective January l, 2005) of rctircc's pension or othenvise the excess, if any, of the

accumulated contributions at the time of rettement ovcr the total annuity bcnefits received

before death. limitcd to a minimum of5750.

. Refands

A participating employce who ceases his/her employmcnt with the Muricipality without the

righl to a retirement annuity has the right to a refund of the contributions to ERS plus any
interest eamed thcrcon.

. Cost of Lirine Adjustmen for Pension Beneftts

Public Act No. l0 ofMay 21, 1992 (Act No. I0) provided for increases of3 percent every
three or more yeam of retirement. Act No. l0 requires furthcr legislation to grant this

increase cvery thrce years subject to the presentation of actuarial studies regarding its costs

and the source of financing. To protect the financial health of ERS, the increase granted

during 2001 and the one ganted on January l. 2005 are being financed by the Mudcipality
and the other participating employers.

To avoid any economic impact on ERS, the employcrs arc rcsponsible for contributing to
ERS the amounts lo cover the benefir paymcnts and the employer and employee conributions
with respect to the participants co\ered until the pa(icipants rlach the normal retirement age.
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. Anendment to Act No. 447 eflective Janaary I, 2000 to crcde a Defne.t Contrib tion

On Septcmber 24, 1999. Public Act No. 305, an amendmcnt to Act No. 44?. was enactcd to
establish a dcfined contribution plan, known as Sysrem 2000, to covcr employees joining
ERS on or after January 1,2000.

Employees that pa(icipated in the origina I plao as of December 3 1 , I 999, had thc opponu nrty
to elcct to either stay in the defined benefit plan or transfer to System 2000. Employees thar
joined the Municipality on or after January l. 2000, were or y allowed to becomc members
ofSystem 2000.

System 2000 is a hybrid defned contribution ptan. also known as a cash balance plan. Undcr
this new plan, there is a pool ofplan assets, which is invested by rhe Systcm, together with
those of the cost-sharing multi-employer dcfincd benefit plan. Neither the Commonwcalth
nor the Municipality guarantee bencfils at retiement age. The annuity is based on a formula
which assumcs that each liscal year the employec's contribulion (with a minimum of 8-28
percent ofthe employcc's salary up to a maxinmm of l0 percent) is invested as insfucted by
the employec in ao accounr which eitheri (l) eams a fixed ratc bascd on the two-year
Constanl Maority Trcasury Notes, (2) earns a rate equal to 75 percent ol the rctum of the
ERS'investment portfolio (nct of management fees), or (3) earns a combinarion of both
altematives. Participants receive periodic account statements similar to those of defined
contribution plans showing their accrued balanccs. Disabiliry benefits are not granted under
Systcm 2000, rather are provided to those participants that voluntarily clcct to participare m a
pri\a1e insurancc long-term disability program- The employers' contributions (9.28 perccnt
of the employee's salary) with respect to employees under Sys1em 2000 will continue and
will be used to tund thc cost sharing multi-employer defined benefit plan-

System 2000 rcduccd thc rctircment age from 65 years to 60 fbr those employees whojoined
the current plan on or after January 1. 2000.

Historically, the state governmenr of the Commonwealth of Puerto Rico has reported ERS
and System 2000 in its basic financial statements as pension trust funds. Accordingly, the
Commonwcalth is currently asstming any actuarial deficiency that rt]ay cxist o{ aise relaled
to the Municipaliry's participaling cmployces because ERS does not allocate to the
Municipality any aciuarial deficiencies pe(aining to pafticiparing municipal cmployccs. Thc
Municipality is only rcquircd by law to rnakc s1atulory contributions at the ratcs delailed

. Recent Amehdtnenrs to Act Nr,. 447

The Senate and the House of Representatives ofthe Cornmonwcalth of Puerto Rico havc the
aulhoflty lor establjshing or amending the contribution requirements of System 2000 by
approving the necessary amendments or lau,s, subject to the final approval of the Governor of
the Corrunonwealth of Puerto Rico.
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In June and July 2003, the Governor of the Common$ealth signed threc Public Acts that

pro\ ideLl thc tollo\ rng ccrrain benefiB tlr rclirees'

(a) Increasc in mioimum monthly persion payments to 5300, effective January 1,

2005.

(b) Triennial 3 percent increase in all pensions, effcctive January l, 2005.

(c) Increasc in widow and,/or bmcficiaries to 50 pcrcent ofihe bencfil received by

the dcceased pensioncr, effective January l, 2005.

All the benefits $anied will be tunded through budgetary assignments in the Muoicipality's
general fund with respect to its retired employees.

The Board of Trusiees of ERS approved, effcctive November 17, 2003, an increasc in the

amount granteal on personal loaos to participating employecs from $3,000 to $5,000-

h) Fanding Policr

The contribution rcquirement to ERS is cstablished by law and is not actuarially dctcrmined-

These contributions are as follows:

Municipality and
olher employers 9-28 percent olapplicable pa,T oll
Employees:
Coordination plan: 5.78 perccnt of goss salary up to $6,600 per year, plus

8-28 pcrcent gross salary in exccss of$6,600.
Supplemcntation 8.28 perccnl of $oss salary. This is the only choice
pian: available to policemeq 6rcm!'n and mayors

The contribution requiremcnt to Systcm 2000 is also esrablished by law and is not actuarially
determincd. These contributions arc as followsl

Municipality and
other employers 9.28 percent ofapplicable payroll
Employccs: 5.78 percent of gross salary up to 56,600 per year,

plus 8.28 percent gross salary in excess of$6,600.

c) Annual Contibution

The actual combined employer and employee conributions to ERS and System 2000 fbr the

current and past two year!, which arc cqlral lo the slatutory required contributions, are as fbllows:

Conribllons io Rern.D.nt Plan

Ju...10, l0l0

$ 105,681 $ r97,718 5 82,8r2 s 1i6.157 s I t8.819 $ 21,1.068

s 105.681 $ 197.?18 sStsLl 5156.1i7 $ I18,819 $ 21,1.068
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Additional inlbrmation on the Retircmcnt System is provided in its financial staremenis for the year
ended Junc 30, 2010, a copy ofwhich can bc oblaiDed fiom the Reriremenr Systcq Minillas Station,
P.O. Box 42004, San Juan, PR 00940.

10. LONG-TERM DEBT

The Municipality's Lcgislature is legally authorized to determine rhe contracting of debts of thc
Municipality. Nevertheless, thc laws and regulations ofthe Commonwcalth also provide thar:

. Direct obligations of the Municipaliry (evidenced principally by bonals and notes) are
backcd by the full farrh, credit and raxing powcr of thc Municipaliry; and

. Direct obligations are nol to be issued if the amounl of thc principal of, aod interest on,
such bonds and notcs (and on all such bonds and notes issued thermftcr) which are
payable in any flscal year. rogether with any amouot paid by the Municipality in the
prcccding fiscal ycar on account of bonds or notes guarantecd by lbe Municipality,
exceed i0 percent of the tolal asscsscd vahe of the propery located within rhe
Municipality plus thc balancc ofthe ad valorem taxes in the debt service fun4 for bonals
payable to be repaid with the procccds of property raxes restricted for debt sen,ice.

In additioq before any new bonds or notes are issued, thc rcvcnucs ofthc debt service fund should be
sufficient to cover the projecled debt scn'icc rcquirement. At June 30, 2012, the Municipality is in
compliance with the debt limitation requirements. Thc gcncral long tcrm dcbr acriviry for t]1e year
ended June 10. 2012 was as foltows:

{d!sqq.njku&$i|qiGolr,]m0

PldoRB'fu!!fu4'o.lsq

a) Bonds Payable

Thc Municipality issucs gcncral and special (public improvements) obligations bonds and notes to
provide for the acquisition and corlstruction of major capital facilities and equipmcnt, as wcll as, to
cover certain operating needs. Bonds and notes payable at June 30, 2012 is composcd of the
following dcbis:
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Outstandins
General and Special Oblisations: Amount

S435,000 Series 1991, for construction purposcs, payable in annual installments
ranging from $l0,000 to 531,000 excluding interest al 5.0%, through January I,
2016 s 1l3,ooo

$295,000 Scries 2001. fbr constmction pulposes, payable in annual iratallmcnts
ranging from $5,000 to 530,000, excluding interests liom 2.89% to 5.6%,

through July l, 230,000

S1,320,000, Series 2001, for construction puposes, payable in annual

ifftallments ranging from $34.000 to 594,000, cxcluding interests at 4.75%,
tlrough January 1, 2026 987,000

$100,000, Series 2006, for construclion purposes, payablc in annual

installmcnls $5.000, excluding interests at 6.50%, tltough July l, 2025 70,000

$85,000, Series 2006, for co$truction purposes. payable in annual iistallmcnts
raneing from $5,000 to $10.000, excluding intcrcsts at 6.75%, tkough January

t.2020 55,000

S245,000, Series 2006, for construction purposes. payable in annual
insrallmenB ranging from $5.000 to $20,000, cxcluding interests at 7.57.,
drough January l, 2031 220,000

$165,000, Series 2008- for construclion purposes, payable in annual
installments ranging from $5,000 to S15,000, excluding intercsts at 7.5%,
.hrough January 1, 2031 140,000

$2,110.000. Series 2007. for claim and iudgmcnl dcbl purposes, payable in
annual installments ranging from 510,000 to $175,000. excluding irterests at
7.5%, through lanuary l, 1,930,000

$505,000. Series 2006. fbr co[struction pur?oscs. payable in annual
installments ranging from $10.000 to 540.000. excluding interests at 5.0%,
through July l, 2029 420,000

$165,000, Series 2007, for construction purposes, payable in annual
installmcnts ranging from $5,000 to $15.000, excluding interests at 7.50 %.
through July I.2012 145,000

$440,000, Series 2006 Rmq for construction purposes, payable in semiannual
installments ranging from 57,000 to $37,000, excluding interests at 7.5%,
thrcugh July I,2033 417,000
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Outstanditrs
General and Specirl Oblieations:

$35,000, Series 2008, for construction purposcs, payablc in semiannual
installmenls ranging from 55.000 to $15,000, excluding interesrs at 7.5%,
tkough July l.

$6?,000, Series 2009. for construction purposes, payable in semiannual
installmenls ranging from 52,000 to 57.000, cxcluding inleresls ar 7.5%,
though July 1, 2023

5160,000, Series 2009. for construction purposes, payable in scmiamual
installments ranging from $5,000 to 515,000, excluding interests at 7-5%.
through July l, 2034

$105,000, Series 2006, for coostruction purposes. payablc in annual
installments ranging from $10,000 to $20,000, cxcluding i erests fiom 4.23%
to 4.73%, tkough July l, 2012

$175,000 Scrics 2006, fol constnrction purposes, payable in annual installments
ranging fiom $20,000 to $30,000, excluding interests frcm 6-62yo to 7.5yo,

lhrough July l. 2013

$105,000 Series 2006, for conslmction purposcs, payablc in annual installmcnts
ranging from $5,000 to $ 10,000, excluding interests from 6.60% to 7%. through
July 1,2021

51,486.000, Scrics 2008- for construction pur?oses, payable in semiainual
installmcnts ranging lrom $22,000 to $131.000, cxcluding intcrcsts ai 7.5%,
through July l. 2033

$645,000. Series 2008, for construction purposes, payable in semiannual
insratlments ranging from 310,000 to 555.000. exciuding interests at 7.5%,
through July l. 2031

$605,000, Series 2008, for construction purposes, payable in semiannual
installments ranging from $5.000 to 550,000, excluding interests at 7.5olo.

through July I, 2033

$440,000, Series 2008, for construction purposes, payable in semiamual
installments ranging from $5.000 to 540,000, excluding interests ai 7.5%,
through July l, 2033

$330,000, Series 2012, for construction purposes, payable in semiamual
irlstallments ranging from $55,000 to $80,000, excluding interests at 7%.
through July 1,2016

20.000

59,000

150.000

20.000

60-000

tio,000

1,416.000

615,000

580,000

420.000

59

130.000
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Outstandine

Total bonds

These bonals are payable liom thc special ad valorem prope.ty tax of 1.50% and fiom fic 0.'{% of
salcs and use iaxes colleclcd by the Treasury Departrnent on behalf of the Municipaliry, which are

restricted for debt scrvice and transferred to thc Governmenl Developmenl Bank for Puerto Rico lbr
such purposes.

The laws and regulatiom of fic Commonweahh provide that public dcbt of the Municipalily will
constitute a first claim on the available revenuc of the Municipality. P$lic debt includes bonds and

notes payable- The good faith. credit and taxing power of the Municipaliry are irrevocably plcdgcd

for the prompt payment of the principal fid intercst ofthe bonds and note.j payablc.

The Municipality levies an annual additional special tax of l-50% of the asscsscd value of personal

and rcal property- The procccds of this additional special lax arc deposiled in a sinking fund
established at GDB whercby sufficient funds must be sct aside to redeem the bonds in minimum
annual or biannual principal and interest payments. The procccds ofthis special tax are recordcd in
rhe deht seNice tund

Interest rates on scrial bonds subject to variablc ratcs are review€d periodically by GDB and are based

on the fluctuation ofGDB's weighled average rate for its conrmercial papcr program, not to exceed

8%. Under this program, GDB issues commercial paper in thc L.S. laxable and tax-exempt markets.

io fie Eurodollar market aod to corporutions that have tax exemptioo under the Commonwealth's
Industrial Incentives Act and quaiify for bcncfits provided by the U-S. Internal Revenuc Code Section

936.

Annual debt service requiremcnts of maturity for bonds payable are as follows:

General and Special Oblisations: Amount

s 8,477,000

Interest Totil

20 tl
2014

20r 5

2016

2017

20r 8 202:
2021 2027

2028 2032

l0l3 2017

S 166.000 S 142.4,10 S 708,,140

372.000

l:t5.000
t6:1.000

369.000

1.709.000

2,087.000

2,252.00{l

68,000

5l7.It0.1
5lg.9l5
.198.56.1

1.061.557

899,804

864.915

862.561
842,315

1,5t6,949
2.917,986

660,618

S 8,.177.000 S 6.569,168 S 15,046,168
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MUNICIPALITY OF VILLALBA
COMMONWEAITH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINI]ED)
\TAR ENDED JLNE 30. 20] 2

b) Co renible Line ofcrcdit

Non rcvolving line ofcredit of S 1.550,000, for the consrruction ofbowling alley. to be convcrtcd in a
rcvenue bond at due date. Intcrcsl of T% uill be payable on January I and July I yearly after finishing
construction orthc bowling facility- Accrul'd interesl ofline of credit as ofconversion date will be
included as part ofthc rcvenue bond- ,{i ofJune 30. 2012, the accrued interest amounted S339.00,1.

c) Notes Payable to CRIM

Act No. .12 - Act No. 42 of January 26, 2000 $as cMcted to audorize CRIM ro cnrcr into a
financing agreement of up to $200 million, fbr a term not cxcccding 30 years. The financing
agccmcnt allows for the financing ofa dcbr thal the municipaliries ofPucrto Rico have with CRIM,
arising fiom the final settlcmcnts of property tax advances versus acrual collecrions through fiscal
year 2000. Thc amourlts that the municipalities will collect fiom rhe additional prcpcrty ta-\es
resulling ftom the increases in thc subsidy fiom the Commonwcalth ro the municipaliaies are
assigned through th;s larv to rcpay such loan. The incre3se in this subsidy was rhe result of the
Public Law No. 238 ofAuglst 15, I999.

ln addition. on July l, 2002, the Municipaliry cntcred inro a repaymenr agreement with CDB and
CRIM to pay off thc rcmaining $1,9a2,632 ofexcess of propeny rax advances through fiscal ycar
2000 and 2001. CRIM rctains thc principal and interest arom lhe propaly tax advances of the
Municipality. The amounts retained by CRIM are remittcd to GDB on July I of each year through
July l, 2032. The repayment agreement bcars interest ai variable rares determincd by GDB. The
outsranding principal balances ofthe note payable to CRIM amounred $1,663,908. at Junc 30. 2012.
The principal and interest maturitics are as lbllows:

20tl
2014

2015

2016

2017

2018 2022

1023-2027

2028-2032

Total

11.87,1

46.61r
,19,561

52.675

55,985

317,328

451.484

620,370

102.292

99.535

96.605

93.491

90.181

191.502

2',71.346

0,460

146,166

146,166

146.t66

t46,166

t46.166

730.830

730.830

710,830

l__-r_!!lt!8 ____t-:i2i! _!__12?lil0
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ML]NICIPALITY OF \4LLAIBA
COMMONWEAITH OF PIJERTO RICO

NOTES TO BASIC FINANCIAL STATEMENIS (CONTINL]ED)
\-F,AR FNDED JTJNE 30. 20I2

FinancinE of delinouent propcrtv tex accounts sold On July l, 2007, lhe Municipality entered

into a financing ageement *ift CRIM in the amounl of 370.722 lbr the payment of delinqDe

propefty tax accounl sold 1() private inlestors. Thc financing agcemeni in the form ofa line ofcrcdit
bearing intcrests at 6.50o/i, during the first 5 years, and variable interests 125 points over LIBOR rate

during the ncxt 25 years. At June 30, 2012, the outsianding principal balances amounted to $56.577

The principal and intcrcst maluridcs arc as follows:

Year c.ding
June 30.

20ll
2014
2015
2016
20t7

2018-2022
2023-2021
2028-2032

Tolal

d) ConpensaredAbsences

Ar June 30, 2012, rhe liabitity

Principal Toral

17.920

for comperlsaied absenccs is composed as lbllows:

$ 56.578

2.429
2,829
2.829
2,829
2,829

I4.145
\1,t15

Duc within
One Ycar

51.0,t8.51,1

s r.0.184.514

3,518
3,342
1,166
2.990
2.4t4

r 1,430

7,010
3,630

6.341
6_t'71

5.995
5.819
5.6,13

25,5 75

21,t75

94,498

Vacations and sick leave

Tolal

s!9-rgcr

5l!r-4!
s1.549.966

5 L,5,l9.91rti)

Pue o Rico Depa rnenl oflabor

On April 26, 201l. the Municipality enlercd inlo a funding agccmcnt u,ith the Depanmcnl ofLabor
in rhe amoutu of $ 1.175.598 for fic payme.t of unemployment debt. The amo nt will be retained

through CRIM beginning Junc 5, 201 l. The lace amount of loan was $ 1.375,578 and no interest This

note has an imputed inrerest ratc of 5o/o. The first paymcnt will be S137.559 with 48 payments of
$20,000 and a final paymcnt of $275.261. At Junc 30, 2012, the baiancc of this account amounlcd to

$903,323. The maturitics ofprincipal and inlcrest are as lblio$s:

This Sprce Has Reen Lel Blank Intefiiohalry
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MUNICIPAIITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JIJNE 30. 2012

Year ending
June 30,

20t3
?014

2015

2016

Total

Principal

$ 199,361

209,561

220.282

2',74,1t9

Interest Total

40,639

30,439

I9.7r 8
t,t42

240,000

240.000

240,000

275261

s 903,323 91,938 s 99s261

e) Puefio Rico Water and Sewage Authotil!

On May 25, 201l, the Municipality entered into a financing agreemeni with the Water and Sewage
Authority in the amount of $ I 9 I ,5 95 for the payment of debt service water and sanitary sewer. The
amount will be retained through CRIM begindng in June 2011. The face amount of loan was

$191,595 and has no interest. This note has ar imputcd intercst ratc of5%. Thc first paymcnt will be
$19,587 and 18 palments of $9,556. At June 30, 2012, the balance of this account amounted to
$56,056. The maturities ofprincipal a.d intcrcst arc as follows-

Year ending
June 30, Principal lnterest Total

2013

Tolal
56,056 R27 56,883

56,056 R27 56,883

II. FUND BALANCE (DEFICIT)

As ofJune 30, 20i 2, tund balance (deficrt) is comprised ofthe fblloring:

Geneml HUI)
lund Fund

\$ignmenr \mn,jr
Fund fundsFund b.lrnccs (d€fici)

CultuR and rccrsrion
EconomicdcrclopoEd

Culturc and rccrcarion

Tobl fund balances (&ficir)

2.561

16,1,151

(4,931,6411
($:r5r7.312)

1i,621
r.1i.r83

t li!?L lll!!!t

ll.l84
t,599.131

241,1t5

123.547

21,137

(4,931,64:l)

$ 613,125

t7t.t36
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MLNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERIO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JI INE 30. 20 ] 2

12. COMMITMf,NTS AND CONTINGINCIES

Litiealiorrs

The Municipality is a defendant in a number of lawsuits arising principally from clainN against rhc
Municipality for alleged improper actions. and other legal mattcrs that arisc in the ordinary course of
the Municipality's activities.

With respect to pending and thrcatcncd litigation, the Municipality has not reported liabilitics in the
general fund for awardcd unfavorable judgment because there is no! liabilitics with a fixed or
expected duc date, which will require future alailable financial resources for its pa,,rnent-

It is management's opinion, based on the advicc of thc lcgal counsel. that the potential claims against

the Municipality not covered by imurancc will not rnaterially affect lhe financial resourccs for its
payment.

Federul Proerafis

Thc municipality participates in a number of fedoal financial assislance programs. These prograrns

are subject to audit on behalfthe gmnlors to assure compliance with gant provisions- If expenditures
are disallowcd due to noncompliance with gant proganrs requircmcnts, the Municipality may be

rcquircd 1o reimburse. these costs, to the grantor agmcy. It is lhe Municipality's Management
opinion, that any amount disallowed by federal agencics, will be imrnaterial to the financial
statements-

The Municipaliiy has reported- outslanding encumbranccs amou.ting Io 5526,1l3 in the general fund
ar Junc 30, 2012. The municipality intends to honor thesc cncumbranccs. which will contime io be

liquidated under the current year's budget during a lapsc ofperiod that exiends into the subsequenl
fiscal year.

C o ns t u ct i o n C o m mit ne n Ls

The \,fmicipalrly has comnritmois at Juc 10. 2012 of approximarely S1,171,220 for construcrion,
improv.mcnls or renovarion ofcenain capital assels.



MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO zuCO

BL]DGETARY COMPARISON SCHEDULE, GENERAL FLND

FOR THE YEAR ENDED JTNE 30.20]2

Municipal liensc lag

Consrrucrion ercise lm
Int6eovemmdrzl sats &d conriburiors

Mayor d Municipal kgslduE

Cullure rmtion bd dlul-arion

Total eq,endirurs

Origin.l
5 l_229,913

l.66l,l6rl
:1.1:1.250

508.0(x)
6,918,770

l.l7t,70l
66,000

s 1,229,91:l

3.13150

508,0u0
6,9t8,770

I,r 7l.70l
66.m0

.110,100

s 984.712

1,886,9,11

.lo5J92

2ll,9Il
6,887,121

:150551

52,437

I I l.,l8
10_s10,985

2,621151

5.0E.232
'14t,626

1,45:1.585

908,992

1.023.372

____Llslqq

(856,8?t)

oE.(un&r)
s (245,201)

225.',18t

62.142

(276089)
(:l1.449)

(82r.1.18)

(1t,563)

(308,782)

( 1,.1o8.308)

52,6',1'l

:l18.987

(26.2:10)

l8l5l
16,r,685

( 1.0,!1.621)lrc.ss ld.lici.n.y) olre\enues orer e\p.ndnur. 187.750 187.r50

Othcr linancin! Sotr&cs (uses):

Trdsrer oul lo orhq eovedmtmrat tirds
I oral Oi hc. Find.i.g Sourd 1us6 )

N.r chatrse itr fundbalznce (d€lici0

l:.:ll9_293

1.5ri5.0i2

ri69.491

1,1i15,985

r,095.558

____-.1?l l llll

r8t.750
t31.750

12.119.29:l

2n79.128

111,626

l.:127,155
q18.992

1,04r,623

l2,l:l1,541

1117,750

18r,750

t29,2s1 (58,493)

(58,49r)

! 12EJM _!____15q]!|

R.@ncili ionofditfere.es:
Sourc6rinl o$ s ol linancial r6ources:

A.tul mounts (budB.ra4 b6s) a\ ailable lbr rptrup nahons

Iom lhc bLlded.ry conpison schedule

Diflsdlq budBd!ry b6is ro GAAPI
Dilferenc6 in b6es oramuntins:

GAAP adjGhmr to rerenuB
Toral rer€nud and s renoned on rhestdem.nr of
Evenu6, erQ.ndnui6 dd .hrne6 in lund bal c6

Us*dut,low! of fi n cial resour.s:
Adual mours (budedo bars) 'rolalcharees toappropmrionJ
tom rhe bdgdary mmp ison scheduie (includin8Irdslerour ro oths tun&)
DillirdB budeetary b6h io GAAPI

Timing difl<aG:
Curtrr y* mcumbm$ .Nrded 6 e)gendirurs for budsdary p urpos*
Prior ye& mcunbmL* raorded 6 evendirurs lor CAAP p urposes

Iinliry diliere.csl
Non-budedel e+ddnur6
Iotal e\l)mdiru.s ad trusfer oul ro olhtr iunds s ftponed on rhe

aremmrofrevqrcs, c\pe.diturs md chde6 in tund balanB

368,srJl

(904,266)

s 11,551.965
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICC)

F]NANCIAL T]ATA SCIIEDULE
YFAR ENDED JUNE 30. 2012

lll Cash - Uffestricted

I 12 Cash - Restricted - Modemization and Development

I00 TotalCash

l2l Accounts Receivable - PHA Projects

126.2 Allowance for Doubtful Accolmts - Oth€r

120 Total Receivables. Net ofAllowances for Doubtful

I50 Total Cl.menl Assets

164 Furiiture, Equipment & Machinery - Administmti.n

166 Accurnuhted Depreciation

t60 Total Capital Assets, Net ofAccumuiated Depreciation

180 Tolal Non-Current Assets

lm Total Assets s5r.268

122 Accntd Conpensated Absences Cunert Portion M,0i3

344 Current Portion of Long-lerm Debt - Operating Borrowings 5265

3lO Totalcunent Liabilities 92'78

Balance Sheet
June 30,2012

350 Total Non-Curent Liabilities

300 Total Liabilities

508.1 lnv€sted In CapitalAssets, Net ofRelated Debt

5l I I Restrict€d Net Assets

512.1 Umestricted Net Assets

513 Total Equity,Net Assets

600 Total Liabilities and Equity/Net Assets

$ 19.6'12

28.123

48.165

2.521

0

2,52t

l,l.87l
Housing Choite

50.886

51,631

382

t82

9218

382

28,',723

12,885

4 r,990
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MT]NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

FTNANCIAL DATA SCHEDULE
YEAR ENDED JUNE 30. 20 I 2

ReYenue and fxpensc SummarJ
u.471

Housing Choice
VouchelsJune 30.2012

706()() HUD PHA Operating Grants

71500 Other Revenue

70000 TotalRevenue

9l 100 Administrative salaries

91600 O1fice Exp€nses

91000 Total Opemting - Administrative

96900 Total Operating Expenses

97000 Excess ofOperating Revenue over Operating Expenses

97300 Housing Assistance Paynents
97400 Deprec iatirn Expense

90000 Total Expenses

10000 Excess (Deficiency) ofTotal Re\'enue Ove. (Under)

11030 Beginning Equity

I I170 Administrative Fee Equity

I 1180 Housing Assislance Pa)rnents Equity

I lI90 Unir Mo hs Avaiiabb
I l2l0 Nunber of Unit Months Leas€d

M9l,39l
7,819

499210

65,087

20,938

86,025

86.025

4r3,185

148,570

430

-$35.81s

$77,805

sl326',7
g2a,'723

1008

996



MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PI]ERTO RICO

NOTES TO FINANCIAI- DATA SCHEDT'I-E
YEAR ENDED JUNE 30, 20 I 2

NOTf, A - BASIS OF PRESENTATION

The accompanying Financial Data Schcdulc (FDS) is a trial balancc of the Section 8 Housing Choice

Voucber Program, administered by the Municipality. The FDS was created in order to standarize thc

financial informalion rcported by Public Housing Authorities (PHA) to the Real Esta1e Assessment

Center (REAC), as required by the Uniform Financial Rcporting Sta[dards (IIFRS). REAC is thc US

Depatment of Housing and Urban Development (HLID) national manager center creatcd to assess the

condition of HLID owned and assisted propenies. Thc IIFRS are rules to implement requircments of
24 CFR, Part 5, Subpart H, for the electronic filing offinancial infonnation to HUD.

In accoralance with the g idelines for reporting and attestation rcquirements of UFRS, thc accompanling
FDS is included as information supplcmcnlary to the financial statements. It was prcpared using the

accrual basis ofaccounting, as rcquired by REAC reguladons.

6lJ



MLN.{ICIPALITY OF VILLAIBA
COMMONWEALTH OF PI]ERTO RICO

SCHEDULE OF EX'ENDITURES OF FEDERAL AWARDS
YEAR ENDED ]UNE 30. 20 I2

r.d.rrr Gaorf 6\ rhrough
(i,nrori Prognn' oi (luncr Iiit.

us. DePrrnnr olAsnculture:

RuEl Housbs PBen.rion G:n6

abm.iries Fa. irier r.a.s ridftnr\

Tobl u,s. D.!.tunr of Agricutbr?:

U,S,D.partunrof Houring .tttbarD*loFEri:
tus$rhruuEh ft e aol]mr$..hh olPueno Rico - Ofice of rh.
aom,soncr otNluni. iprt A tTai^:

6llm.iry De\etoptunr BtockOln| Srale\ poenfr Ctuje.

Comrn) l}\ elofftnr Block canr Po,cnm

ARRA- Coimnny Delelopmnr Blrck GEnr

TorrrPa$,rhmugh rhe coIWn"eakh otpueno Rao - oln.e ofrhe
comisionerof M.nicip,t AJrir6:

Pasghrough iheCo,)mns€hh otpueno Ri$ Depanrnrotfrry+:

ARPIA Hoclessiess ft.v..rion and R pid Re-Housing ptuscr

Pu.. "hou!-h rterbmn-rd, . tpL-. p! o - pu!nu Rl . Hoq,m!

PubErndlndE Housing

s.d ion u HounnS choicc voncher Pog.Jm

Ttul fis.IXlqnE or thuling add Lrrbo. DertoFenr:

U,S. txFrrmnrorJu6ric€:

Pub[c Safety Padne6hiD.nd Gllrnniry Poticing G:n6

Paslrhrough rheComnseahh olPueno Rrco, D.panEnl o lsric:

ARIdA Rsovery AcrlicrimAssi ence Fomln Gan$

Tord us, DrBnmd ofJusli.e:

us- Dtpsrtu.r o,1'rnsp..brim:

ltdemlTBns - Fol l, G,n6 Rlgdmctu ei

FedenrTnnsil - aolmt. (iB'6

ARR - f edeEr TBisir - Foml, G?n6

Toral LLS. D.FrtE of Trdroturio:

1,1.223 FC{6'A*6AFC-DR-66,ABDR{6

14.255 0&ABAR{6a)I



MUNICIPALITY OF VILLALBA
COMMONWEAITH OF PUERTO RICO

SCHEDI,'LE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JLNE 30,2OI2

&&rrlGanf Pserhroush

US. D.Frtmnr or th.q!:

Pasvrhtuu-qh rhe Comn\rcaxh of rtdo Rico Eecunve (}dc':

ARRA- EneEy Er,cienc) and Consenarion BlockGinr

Totd US. D.por.mnt or Dler3Y:

US. D.Frtunt of l+rlth,nd lnlE s..nce:

laserhmngh rhecomisealtholPleno Pio _ Otice ofa.\emor. tlder!

Sptciil Prog.dm for Agins. Tirte. Pafl B

Tobl US. DePtunt or H.'!th .nd Hndn Senic.s:

Us. D.portuni or lro*la.d sccriq:

P.s hough theCo]mn\E h olPueno REo {nr emor Aulhonzd

Dis6rer(imts Pnbtic Assnun.e

Tobl U,s. DeFtunl of Hoftldd Se.un$ |

TOTAL E(PR{DIIURIS OF FIDFIAT, A}TARDS

r0910l

9l or1

r4q99r49{0
97.016 ll?g&DR, 194&DR/4@!DR'1017-DR)

7r4-156

70



NOTE I: BASIS OF PRESENTATION

The acrompanying schedule of cxpenditures of federal a\r rG includes rhe fedcral grant actjvity ofthe
Municipality of Viltatba, Commonweatth of puerro Rico (the Mumcrpatiryl for rhe iear ended June 30,2012. The Municipality's reporting entity rs disclosed in Note J ro rhc N4unicipaljry.s basic financial
statements as ofand for the fiscal year ended June 30, 2012.

The accomranying schedule ofexpcnditures off€deral awar& is presented on thc modified accrual basis
of accounting.

The inrormation in this schedure is presented in accordance wirh the requirements of oMB circular A-
133, Audits of States, Lmal Govemments, and Non profir Organizations. Therefore. some amounrs
presmled in this schedule may differ ftom amounts presented in, or used in rhc preparation oi rhe basic
financial statements.

NOTE2: S(MMARY OF SICMFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expend;rurcs of Federal Awafils is prqrared from Municipality,s
accounting recor& and is not intcnded ro prcsent financial position or the resuits ofopoattors.

The financial transactions arc recorded by the Municipality in accordancc with the tcrrm and conditions
of the granis, which are consistenr with accounting principlcs generally accepted in the unitcd states of

MT]NICIPAIITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE ]0. 2012

Expenditures are recogtized in the accounring period in which the liability is incurred, if mcasurable or
when actually paid, whichever occurs hrst.

NOTE 3: FEDERAL CFDA NUMBER

The CFDA numbcrs included in this Schcdule are dctermined
grant contract inforrnation and the O{fice of Managemmt and

based on thc program name, review of
Budgefs Catalogue of Fedcral Domestic

NOTE 4: PASS THROUGH GRANTOR,S NUMBER

Statc or local goverment rcdistribution of federal a$,ar& to the Municipality, rreated as if they were
received directly from rhe federal governmcnt- oMB circu lar A J 3 3 requircs the schedule to includc fie
name_of thc pass rhrough eDtiry and idenrirying number assigned by the pass ttfough entiry for fedcral
awards rcceived as a sub-recipicnt. Numbers identified as N/AV arc not ari:lable. -

NOTE 5: MAIOR PROGRAMS

Major programs are identificd in the sunrmary of Auditor's Resuits section ofthe schcdule ofFin{iings
and Questioncd Cosrs.

END OF NOTES
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l1 MrNoozar.RAMos
Contadorcs hiblicos Autorizados, C S P

PO Box 35 , Guay.na, Pu.rto Rlco 00745

To the Honorable Mayor and

Membe of &6 Mmicipal Legslature
MunicipaliE' of Villalb4 Pue(o Rico

REPORT ON INTERNAL CONTROL O!tsR FINANCIAL PGPORTING AND ON COMPLIANCE

;ND-oitci MATTERS BAsED oN AN AUDrr oF FINANcIAL STATEMENTS PE:RFoRMED IN

ecionoeNca wmr covERNMENT AUDITING STANDARDS

wehaveauditedthefinancia]statemenisofthegovemmentalactiviues.'eachmajorftnd.andthe

-oremre remainins fund informatiotr offie Municipalit-! ofvillalba" Pueno Rico (the -Municipaliq' ) as

;"#T,;;sj ;; ."J"a i,," .0. 2012. w{rich collectively comprise Munrcipaltv of Villalba's

Lii-n-rr-"i, ..L";*" and have issued our repon thereon dared December 2. 2013. The report's

oornron on covemmental wrde Gnancial flalement $as disclalmed because does not maintaiDed adequate

ffirf ;;d"";; assers. accunulared deprecadotr and related depreciation expense reporred in

#;;;;;"ffi aTr,iJ . 
'"pon 

t opi.o" oD tund fiDancial statemedE was qualified because rhe

iiG"ir"f iq,l drd t", t intain 
"o.ilo" -d.cturat records of all interfutrd tracsactions in the 

'lue 
from

-Jr"'l*"i-t. ua-* for the 6scal y€ar 2ol l-12 Except as dscussed in !he. pre.eding sentences, we

iiirJ ""i *ai i" *cordance with aud'ung standairls genera'lly accepted rn th! unred states of

ii""* *Jo" .,-a"ta" applicable to financiil audirs c';rained in Govemment Audinng Standatds

issued by the Comptroller Geaeral ofthe United Sl.res'

IIYIiRNAL CONTROL OVER Ttr{ANCIAL IIf,PORTING

Maiagemeat of Municipality of Villalba is responsible for esrablEhrng and rtaiflai, iDs,efreclive internal

coffi ore. nn-"iA .Jporting ln planning and performrng oor audir, we considerei the Municipalilv's

*f|"."f 
""r""1 """. 

n"i""iaiAo.ting 
". 

drt" ro. desigoiig our auditing procedur€s for the purpos€ of

expressirg our opmion oo the fnancial $atemenLs, but nol for the purpose of expr€ssmg an opl on on

oJ 
"fi""tir"o"..'of 

tn" Municipaliq 's internal control over fnancial reponing Ac'ordingly' we do not

;;;;';ffi;;" enJirenlt oro" rrruDicipalit-t s intemal control over financial reporting

our conside.alion of intemal control over financral reponing was for the lurxied purpo6e describ€d in the

".*Ji*l"rao.rft ""a 
uas nor designed to rdemift all deGcreocies Io inlemal conttol over financial

;;;;;;;i be.,pifi"art d"E","o"lo or marenal weaknesses atrd therefore' ihere cen be no

;;.#*;; 
"il;;f,ci"i.,es. 

.,gn,f," rt deficiencies, or material weaknesses have been identified'

ff.""r".,-* ao"riUa il t[e accomparying schedule of findiags and qu€$roned co6t5' we id€ntified

;;;;fr;;;;i; ilJ control'over fia.acial reponing that we clmider to be material weaknesses

and other deficiencies tbat l*e coNidered to be significant deficieocies

A deficiencl in id€mal control exists when &e design or operation of a conEol do€s not allow

,r"+"i"oi o. 
"-proyees- 

in tie normal course of performing their assigned functioos' to pleveor or



INDEPENDENT AIJDMOR'S REPORT
MTJNICIPALITY OF VILLALBA

detect misstatcments on a timel!, basis. A marerial weakness is a deficiency. or a combination of
deficiencies, in inlemal control such rhat there is a reasonabte possibilitl, thai n ilt"riJ.i..at ."nt of
&e entit-v's fitrarcia.l statemenrs ll,ill not be prevente4 o. detected and corrected on a timety basis. We
coBider t[e deficiencies identified as fuding l2{l in tbe accompanyiDg schedul€ of irodings ard
questioDcd costs to b€ material *.eakness.

A significant deficietrcy is a defrciency. or a combination of deficiencies. in i emal control tbat is less
severe thim a-material- tveakness, yet impoflant enough to merir atrenUon b, those charged rvith
governiurce. We consider the deficiencies ;dentfied as fnding 12-02 in rhe accompanling schedule of
findngs and questioned costs lo be significanr deficiedcies.

Coi,PD NcE AND OTHDT MATIIRS

As pafi ofobtaining reasorabre assurarce about $'h€the. rhe Municiparitr,-'s fiDarciar statcments are free
of material misstatemeit, we performed re$s of its complialcj *ith certain provisions of laus.
regulatioDs, codtracts, a,d grarts agreements. loncompliaace with *hich could have; direct aod nureriat
effect on the determination of flnancia.t staiement afiounts. Howevet providing an opinion on compliance
with those provisjons lvas not an objective of our audit, aod ac.cordingll.. ie do'nor express such an
opinion The results ofour tests disclos€d instarces ofnoncompriaace or-oiber maBer that ar€ r€quired to
be repoJted under Govezfient Audinkg Standords and which are described in lh€ accompanling schedule
offindiogs and questioned cosrs as findings l2-Ol ad 12-02

MuDicipaliE's_ response to the findings ideDtified iD our audit is descibed iD the accompanliDg schedrle
offindings and questioned costs. We did dor audit MunicipaliB.s respons€s ao4 according5., we e*press
no opinion on them.

This report is-intended sor€lr' for the infonnation and use of the managemen!. Municipa.l Legisrature.
Offic€ ofthe Commissioner of Municipal Alfairs, fede.ai ar arding agencles, state funding agencies. and
pass-tkough entities. and other regulator]. agencies. and is not intanded to be and should noi be used b\
anvone other tIEn lhese specrfied panies

^\"r"..-le<,alAMENDoZA & RAMos
CERI]FIED PI'BLIC ACCOUNTANTS. C.S,P

Gualana, Pueno Rico
December 2, 2013

Sl!!p Nn$6 25iB rq G
rfix.d 16 lne disiEl oflhjs rcr.i

a!?31,1&
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I1 MENpozRcReuos
Contador€s Pdblicos Autorizados, C'S P

PO. aor 35 ' Glayda, Puerto Rr@ 00785

To the Honorable Mayor and

Memben ofthe Municipal Legislature

Municipalit! of villalb4 Pueno Rico

REPORI ON COMPLIANCE WTET REQUREMENTS TTIAT COULD HAVE A DIRECT AND

iiiretpi,cl- eFFecr oN eacH MAJoi PRocMM AND oN INTERNAL coNTRoL ovER

Corr,rprraNcp nr eccoRDANCE \!TII{ THE oMB clRcuI-AR A-133

Coi,PuaNcE

We bave audit€d the comptiance of the MunicipaLt] of Vrllalb4 Puerro Rico (the "MuniciPalitl') $ilh

;.-;";;f ;;i;; r'equ,remeos desc'ibi in rhe u' S' ofice ol Managenent-and Budget (oMB)

C;r;i;;; i;{i;.i,iie S,ppte.ent rlw could have direct and material effect on each of the

il;;ip"i;, ,*J..'f"deral programs for the Jear end€d June 30' 2ol2 
.The 

M'rnicipalityt maFr

i"a"Ji,-i**" # ia.nrifiedin ibe summa+ ofaudilor's results s€ction of the accompaoying schedule

"iiirairgi-a 
qr""i"ned costs. complianc; wth the requirements oflaws,-regulations conlracts' and

rraos aoilicabteL eactt mator federal programs is the responsibility ofthe Municipalio's mamgement'

A-.;#;sibtt,.r., 
" 

i; *pr*s an opinioo oif the Municipalitv's comptianc€ based on our audh'

We conduc'ted our andrt of compliance in accordarce wirh auditing standards generall-I accepted in rhe

unit"a St to ot ,c-";o: the standards applicable ro financial audfts conlained i Govemmenl Audilhg

irr"Jiar,-i*rJ ty o" Comptroller Ceneral of the Unit€d states; and OMB Ciicular A-133"{"dtls o/
itaas. Locat Gotemments. and Non'Ptortl Organimtions- Those st'ndards and OMB Circular A-133

,"q"it" t[^a*" pf- 
"ra 

perform the audi to ob-tam reasooable assurance about Nbether noncompliance

*iii tt 
" 

t-vpes oi 
"omptiance 

requiremenls refened to abov€ that could have a direci and mat€nal effect

oil Goif"a"raf p.igo- occursd A! audit includes examinirg, on a t€st basis, evid€nce about th€

uG"ipiJit-"t comptiirce "ittr those requirements and performing such othets procedures' as rre

**la"iJ_i*""rr:,' , the circumstaaces. 
'We 

believ€ thal our audrt provrdes a reasonable basis for our

"pirioi. 
O* uuat io", not Provide a legal detormiMEon on the Mlmicipalit!''s compliance with those

requirements.

As described in the acrompanling Schedule of findings and questioned costs, dle Mudcipa'lity did not

comply with the requiremelts that are applicable to its major programs' as followsl

\qbci cd!p!e. R.on@t Il'E-ProEFqr :
lr{t- ---FrocurmtIrt 

-coormrtitv 

olltoptcor Block c'ertt / state\ Program

l2r)4 Sus"arsicn ad Detdmmt
l2{5 R.ponnB
1246 Davis B..or Acl
1247 Prcuentur
l2{8 SLs?esio ad DebaEed
1249 Allowble Cosd Reporting

cdtrtrrurut' Developml BlGt Grrr{ / sal. s ft%rnn
S€.tim 8 Housins Chorc. Votchds
tedral Tt t6it formula Gralts

Feddd Ttmit Formula CrelrARRA_ fdeml TFrsit - Iormtrh G'"trts

Fedsal Tran it - Fdmuh Cf.IdARRA' [eddal Tl'nsil - Fo,mula Gr'nts
Dsasrerc,ra s - Publt Astsl3lce
Dst.r Gnnts - hrbiic As,stsnel2-10

t2-tl

Complianc€ wilh such requirements $ necessar!'. in our opinio .n- 
for the Municipalit]'to comply $ith the

rcquirements applicable to such prograrns

DslEr Gruts - Public Asistam€



INDEPENDENT AUDITOR'S REPORT
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In our opirion- except for the noncompliance descdbed abovq the Municipality complie4 io all material
respecfs. with the compliance requirements ref€rred to above that cauld have a direct and material effeat
on each of its major f€deral progEms for the ),ear ended June 30. 2012.

INTDRNAL CoNTRoL OVER Co}PuANcx

The management of the Muicipalit-v is responsible for establishing a.nd maintaining effective intemal
conrol over compliance Pith requirements of la\rs, .egulations, contracts and grants applicable to federal
prog.ams. In plalming alld performing our audit, we considered the Mudcipalit!'s iDternal control over
compliance with the requiremenls thal could have a direct and rharerial effect on a rnajor federa.l progEm
to determine our audhing proaeilures for the purpose of expressing our opinion on compliance and to test
and rcport on internal control over compliance in accordance \ilh U. S. Ofrce of Management and
Budget (OMB) Circ1tl ,4-./J3. but not for the purpose of exprcasing an opinion on the effectiveness of
inlenlal control over compliance Accordingl,v. r e do not express an opinion on the effectiveness of
Municipalit!,'s iotemal conuol over compliance.

Our consideration of internal control over compliaace rias for the limited purpose described iD the
preceding paragraph and \}'as not designed to identiE' all deficiencies in irfemal control ove. compliance
lhar might be significant d66ciencies or rnatarial weaknesses ard ther€fore, thero can be no assurame that
all deficiencies. significant deficiencies. or materia.l iveaknesses have been identified. Ho$ever, as

drscussed belo\r, l\'e identified cerrain deficiencies in intemal control over compliance that \,!e consider to
be material $eakness

A deficienc,v in intemal control over compliance exists \rten the design or operatron of a control over
compliance does noi allo\r rwmagement or employees, in ihe normal cdlrse ofperforming their assigned
functions. to prevent or detect noncomplianc€ Nith a !?e ofcompliance requiremcnt ofa federal program
on a timel! basis. A marerial Neakness in intemal control over compliatrce is a deficiency, or a
crmbination ofdificiencies, in internal control over complianc€, such that there is a reasonable possibilil
ftat marerial noncompliance wr$ a qp€ of compliance requiement of a federal program Nill not be
prevente4 or detected and correct€d, on a timel! basis. We consider &e deEcieocies in internal control
over compliance describ€d in the accompanr"ing schedule of Gndings and questiorcd costs as ilems 12-03,
l2-M, 1245. 12{6. l2{7. l2-08. l2-09, l2-10 and l2-l I to be inaterial $eaknesses.

Municipalit,'s .esponses to the findings identifiei in our audit are described in the accompanfing
schedule of frndings and questioned cosrs. We did nor audit Municipalilv's response and accordingly. rve

express no opinion on them

This report is intended solel]' for the informalion and use of the Municipal Legislature, mamgem€nt,
Offrce of the Commissione. of Mmicipal Af[airs. federal awarding agencies, sute fundrng agencies, and
pass-through entitres. and other rcgulator]' agencies- and is not intended to be and should nor be used b-r
anvone other thar these specifiei panies

A -d"z"-td.^{ .C?A
MENDoZA & RAMos
CEITFED PUBLIC ACCOUNTANTS. C,S,P.

Cuayafiu. Puerto fuco
December 2, 2OI3
SLqtunbd 257J199 6
.f6x.dblh.qtjn of fiis.e9d.

a5?1199



MLINICIPAI-IT Y OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE T'ISCALYEAR ENDED JIJNE 30,2OI2

stcr roi\ I-SuNrNI,\RI ot_ AUDIIoR's REstil.Ts

Financial Statements
Typc ofauditors' rcport issued

Any audit findings disclosed fiat are required to be reportcd
ir accordance with 510(a) OMB Circular A-133? I Ycs

The Municipality's major prograns wcrc:

tr Unqualified Opinion excepl for
disclaimer opinion fo, government wide
financial statcmmt

I Qualificd Opinion
tr Adverse Opinion
I Disclaimer Opinion

Intemal control over liruncial reporting:

. Material weakness (es) idcntified? I Ycs tr No

. Significant deficicncies identified that
are not considercd to be material wcakness (es)? I Yes E None Reportcd

. Noncompliance material to fiDancial statements noted? I Yes trNo

Fedcral Awards

Internal conrol over major progmms:
. Matc.ial weakness (es) idcntified? I Yes ! No
. Significant deficicncies ideniified that

are not considered to be rnaterial weakness (es)? E Ycs E] None Repofted

T)?e of auditors's report issucd on compliance for
Major Programs: E Unquatified Opinion

I Qualificd Opinion
! Adverse opinion
tr Disclaimcr

trNo

CFDA Nunrber Name oa Fcderal Prosram

14.228 Community Dcvclopment Block Grarr
14.871 Section 8 Housing Choice vouchcrs
97.036 Disaster Gmnls Public Assistancc

20.507 Fedcral Transit Fomula Crants (Urbanized A-rea Formula Program)

20-501 ARRA- Federal Transit Formula Grants (Urbanizcd Area Formula Progam)

Dollar tkeshold uscd to distinguish between
TWe A and Tlpe B Prograns :

Auditee qualified as low-risk auditee?
$100,000
E Yes BNo

16



MI-INICIPAIITY OF VILLTBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QT]ESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30.20 II

SECT|oN II-FINANC|AT STATf,tnENTsFINDINGSANDeuEsTroNEDCosls

FINDING

CATEGORY

NONCOMPLIANCE

TOP]C SENTENCE

CONDITION

l2-0r

INTERNAL CONTROL

CAPITAL ASSETS

FrxED \ CArrrAL Assf,'t s AND Expf,NDtruRES SuBsrDrARy LEDGER

The Municipality has not rnainraincd complete and adequate records in
order to obtain sufficient, competent evidentiai matter with respect to the
Capital Assets reported in governmcntal activities and, accordingly, the
amount by which rhis departure would affect the assets, net assers. and
cxpeffes ofthc govemmental activities is not determinable.

Chapter IX, Article 9.002 of Srate Act Numbcr 8l of August 30, l99l
states that thc municipality should maintain updated property accounting
rccords. Also thc GASB Sratemcnts No. 34 Basic Financial Statenents

a d Managenent s Discussio and Anatlsis - for State aml Locat
Governments rcqtie thar all capital assers, including infrasrructnre, musr
be presentcd in the Statcments ofNet Assets and that thcse assets must
be depreciated during its usetul life. Also, provisiois ofGASB Statement
No. 42, Accounting and Financial Repotling of Inpainnents ol.Capitat
Assers and for Insu.ance Recoyeries. requircs the Municipality to
evaluate prominenl cvents or changes in circumstanccs affecting capital
assels to determine whcther an impaimenl of a capital asser has
occuned. Furthermore. provisions of GASB Statcment No. 51.
Ac.ounting and Finan.ial Repo ing for lntangirle ,{rserr, require thar
all intangiblc assets not specifically excluded by its scope provisions be
classificd as capital asscts.

Compctcnt and sufficient evidenrial nurttcr relared to rhc capital assers
was not availablc to support rhe value, complerencss and ownership of

The Municipality's Govemmcnr Wide Financial Statements do not
present fairly, thc financial position of the governmental acriviries, and
the change in financial position ofthc Municipality.

We recommend that the Municipality should continue the compilation of
documents to support the value, completeness and ownership of its
capital asscts, to comply with the requirements of the GASB Starement
No. 34, GASB Statement No. 42 and GASB Srarement No.5 t.

CRITER]A

CAUSE

EFFF]( T

RECOMMENDATiON

11



MUNICIPAIITY OF \4LLALBA
COMMONWEALTH OF PIJERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAI-YEAR ENDED JUNE ]0. 201I

SrcrroN II - FINANCIAI. Sr,\TE[rtrNTs FINDTNGS AND QUESTIoNED Cosl s

FIN'DING 12-01 (coNrrNUED)

QLTESTIONED COSTS NONE

NlANAGF]MENT RFSPONSTi

;.;;;;;^;;,i';,i.-r';" t.^" Thc Municipalitv is gathering as much information related to the Capital

Assets as possible bu1 it has no1 been sufficient so far' Prcper personnel

ftom the staff of the Finance Departmcnt has bcen assign to l'ocus

specially on the Propcrty Division in order to solvc this situation by ncxt

fiscal ycar for most part of what the GASB statements cstablishes, in

order to comply with its requiements.

Implcmentation Date: December 31". 2013

Respoisible Person: Mrs. Joan Quiionez
Finance Department Director
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MUNICIPAIITY OF \{LLAIBA
COMMONWEATTH OT PUERTO RICO

SCHEDLLE OF FINDINGS AND QI]ESTIONED COSTS
FOR THE FISCAIYEAR ENDED JL]I.[E 30.20I1

SECTIoN Il - FINANC|AT_ ST,tIEMENTS FtNDINcs AND euusrtoNED Cosrs

FINDING

CATEGORY

TOPIC SENTENCE

CONDITIONS

t2-02

INTERNAI CONTROLS

ACCOUNTING SYSTEM

Thc accounting system and manuals registers used by the Municipality ao
account and register the fuBncial transactions during rhe fiscal year does
not provide fbr the surniurization of transactiotts thar permir the
prepamtion of Municipality's financial statements in conformity with rhe
General Accepted Accounting Principles ofthe United Stares of America
(GAAP).

There are no internal conrols or recor& to accounr for the inter fund
receivablc and palrbles balances berwccn Municipaliry's funds. Monthly
program's cxpenditures financed by rhe Municipality's gencral lirnd are
not being register, monirored nor accounted for by rhe Programs.
accountants- In addition, inter fund transactions regarding the
rcimbu$ement of money betwecn funds were not supported by an
analysis.

The Municipality docs not counr with an accounr reccivable subsidiary
ledger-

According to Article 8.010 (a) and (b) of Law Num. 8t for rhe
Municipalities of Puc o Rico, the computerized system and 1he
procedures ofaccounting and propefty will bc design so rhar it allows the
Municipality to cany out irs futrctions, ar rhe samc time as they scrve lo
maintain an uniform and coordioated accounting, tIDt provide a complete
picture of thc financial operations ofthe Municipality and the neccssary
financiai inlbrmation that assist the Municipality Legislature, the
Govemor, and thc Secretary ofthe Pueno Rico Treasury Depanmenl in
the pcrformance of its respective rcsponsibiliries. Municipaliries
accounting will be bascd on funds. Generally Accepted Accounring
P.inciples and the requiemcnts esrablished by the Governmcntal
Accounring Slandard Board. Also the pronounccments of the Naiional
Committee on Covernmental Accounting and thc "Blue Book,, w; be
used to design municipalities'accounring sysrems and fiscal procedurcs.

Municipality s accounting syslem and linancial reports are subject to
Saate's agencies requircments which does not allow nor provide rhe
Municipality with ihe necessary rools capable of recapturing the financial
information and provide financial srat€ments.

CRITFRIA

CATJSES

19



MUNICTPALITY OF VILLALBA
COMMONWEAI-TH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QT]ESTIONED COSTS

FORTHE FISCALYEAR ENDED JIJNE 30,2O1I

srar roN II FIN,\NCIAL SI ATEuf,NTs FINDINGS ,\ND QuEsrrcN[DCosls

FINDING

EFFECT

I2.02 (CoNTINUf,D)

The lack of an adequate accounting system {'hich can captures all the

financial infomtation ard generates Municipality's financial statements

for each fiscal ycar allect the Municipality ability to measure $e
financial and nonfinancial performance of prograns and activities;

adcquately safeguard significan! assets and properly record various

transactions; and hinder the Municipality from having reliable financial

inlormation to operate in an economical, eflicient, and eflective manner-

Sound alecisions on the current results and future direction of vital
progarns and policics are mzrdc more difficult without timely, reliable

and useful financial performance information-

The Municipality should establish and implement the necessary measures

that allow the sunnnarization of lhe financial transactions in order 1o

prepare the financial statemmts in coDformity u ith GAAP-

None

The Finance Department Directff in coordination with Municipality's
Consultants arc implementing new accounting procedurcs and

establishing interim poticies related to the fioancial infonnation in the

Department that rvill help prcpare the financial information according 1o

GAAP. Tbrs siruation will be solved for next fiscal year.

Implementation Date: July 31", 2013

Responsible Person: Mrs- Joan Quiionez
Financc Department Director

RECOMMENDATION

QUESTIONED COSTS

MANAGEMENT ITESPONSE

AND CORR LCTIVE A'IION PLAN
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MTINICIPAIITY OF VILLALBA
COMMONWEAITH OF PTJERTO RICO

SCHEDULE OF FINDINGS AND QL]ESTIONED COSTS
FOR THI] FISCALYI]AR ENDED JT]I..IE ]0. 2012

SECTIoN III-Pf,DERAL AWARD FIND|Ncs AND euEsTtoNDD CosTS

FINDING

FEDERAL PROGRAM

t2-03

COMMLNITY DEVELOPMENT BLOCK GRAI\IT/STATE'S
PROGRAM (CDBG) (CFDA NO. 14.228) DEPARTMENT OF
HOUSING AND ITRBAN DEVELOPMENT PASS IHROUGH
STATE-OFFICE OF COMMISSIONER OF MLTNICtpAL AFFAIRS

INTERNAL CONTROL / COMPLIANCE

PROCUREMENT STANDARDS

LACK OF REQUIRf,D CONT&{CT CLAUSES

ln lesting cornpliance wiah rhe procuremenr rcquirement, we cxamined
eigth contracts aor constrxcrion projccts formalized between Junc and
October 201 l. ln rclario, to such cxamination w.c derermined none of
them iDclude the follo\xing required contract clauses.

. Conlractual legal remedics when contractor violatei rerm.

. Granting access to GAO and other fcdeml agencies to books and
documents.

Compliance with Exccurive Order I 1246 of Seprember 24, 1965,
entitled "Equal Employmmt Opporrunity," as amended by
Executive Order I1375 of October 13, 1967. and as
supplemented in Department of Labor regularioff (41 CFR
chapter 60).

Compljance with the Copcland "Anti-Kickback" Acr (t8 U.S.C.
874) as supplcmented in Depa(ment of Labor rcgulaiions (29
CFR Part 3).

CATEGORY

NONCOMPL]ANCE

TOPIC SENTENCE

CONDITION

CRITERIA

. Suspension and Debarment Cc ification-

Code oi Federal Regulations. Subpart C, 24 CFR Secrion 85.36 (i)
(l-13) slates that subgranrcc's contract must contain provisions in
paragraph (i.) ofthese Sections- Federal agencics are permitted 1() require
changes, remcdies, changed conditions. access and records rcteotion,
suspension of work, and other clauses approved by the Offce of
Procuremcnt Policy.
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MI]NICIPALITY OF VILLAI-tsA
COMMONWEALTH OF PUERTO RICO

SCHEDLILE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEARENDED JI'NE ]O,20I2

SECIIoN III - FDDER4.L AU'ARD FINDINGS ANDQUESTIONED COSTS

FINDING

CAUSE

l2-03 (coNrINUlD)

The Municipality dial not mainta;n appropriate procurement standard

procedures in order to assurc that conractor complies with program

requifements.

Municipality is nol in compliaDcc with lhe mentioned t'ederal rcgulations

We recomrnend maDagement to updale contract model according with

rhc federal requirement.

None

The Municipality's Municipal Secretary has bcgan the process of
modifying our contracB according to the requircd language and legal

wording, in order to include atl thc general clause.s required by Fcde(al

and Stite laws. Also, $e $ill improve our internal controls and

procealurcs to ensurc that all procurement documentalion is properly

safeguarded on file, and available as rcquested for audit proccdures.

lmplemertation Date: January 3l'', 20ll
Resporsible Person: Miss- Marcna Navaro. Esq-

Municipal Secrctary

EFFECT

RECOMMENDATION

QLJESTIONED COSTS

N{AN GEMINI RESPONSF-

AND (ORRF'TIVE ACTION PLAN

8l



MLI{ICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JU}I[ ]0. 20I2

SECTToN III FEDE&{L AuaRD FIND|NGS AND euESTIoNEDCosts

FINDING

FEDER-AL PROGRAM

t2-04

COMMLNITY DEVELOPMENT BLOCK GRNNT/STATE'S
PROGRAM (CFDA NO. I4,228) DEPARTMENT OF HOUSING AND
L'RAAN DEVELOPMENT PASS THROUGH STATE-OFFICE OF
COMMISSIONER OF MUNICIPAL AFFAIRS

INTERNAL CONTROL 1 COMPLIANCE

SUSPENSION AND DEBARMENT

ABSENCE OF CONTROLS TO ASSURI COMPLIANCE WITH
SUSPfNSION AND Df,BARMf,NT

As dctcrmined by intcn,iews to Program personnel and by cxamination
ofprojects files, thc Municipality did nor maintain adequate conrrols and
proccdwes to assure that the individuals and entities q,hich are granted
$ith contracts are not suspcnded or debaned from participalion in federal
proglams.

As stated in 2,1 CFR 85.15 ganrce and subgrantec must nor makc any
award or permit any award (subgranl or contraco ar any tier to any party
which is dcbared or suspcndsd or is orherwisc excluded arom or
ineligible for panicipation in Fcderal assistance pro$ams under
Exccutive Order 12549. "Debarment and SuspcnsioD".

Thc Municipality has no policies and proccdures fbr rhe use of the Lisr of
Parties Ercludcd from federal prmuremenr or non,pr$urement
prograns to assurc thal they do nor award assistance to listcd parlies.

As a result of this dcficiency- rhe Municipality could havc procured
goods or services lrom organizations and iodividuals rhar arc suspended
or debarrcd which could rcsult in cost disallowances bv the fcde.al
awarding agcncy.

Thc Municipality should amend their procuremenr procedurcs and
includc a slep to verily whclhcr or nol the individual or entity is on thc
list of partics cxciuded fiom fedcral participation in procurement and
non-procurcmcDt programs- Thc Municipaliry should also require rhc
entities or indi\'iduals to submit a clytification srating that they are nor
suspcnd!'d or debarred or add a clause or condition ro rhc covered
lransaction with that entity.

CATECJORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

I]TFECT

RECOMMENDATION
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MUNICIPAIITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDLILE OF FINDINGS AND QLTESTIONED COSTS

FOR THE FISCALYEAR ENDED JUNE 30,20I2

SECTTo\ llI - F[DERdL At\ .\RD FINDINGS AND QUESTIoNDD Cosl s

FINDING

QUESTIONED COSTS

\1A\AGIiNILNT RESPO\SE

,\\'D ('ORRECTI\ I ACTIO\ IL\\

I2.04 (CONTINUED)

Nonc

The pemonnet within the Federal Programs Department included in our

procurement procedures a stcp to verify tkough the elecronic version

available on the Intemct whelhcr or not thc individual or entity is on thc

list of parties excluded from federal pa(icipation in procurcment and

non-procurement prograrns, Nonethelcss, we will address this matter

accordingly il1 order to assure the compliance through othcr means as

well-

lmplemeniation Date: Deccmber 31", 2013

Responsibles Person: Mrs. Sala Roblcs
Federal Prosam Director

Miss Malma Navano, Esq
Municial Secretary

8.1



Mt]NICIPALITY OF V]LLALBA
COMMONWEALTH OIi PLERTO RICO

SCHEDULE OF FINDINGS AND QL]ESTIONED COSTS
FOR THE FISCALYEAR ENDED J1JNE ]O.20I2

StrcTroN III FEDEIL{L A$ ARD FINDtNGs AND eu[sTloNED CosTs

FINDING

FEDERAL PROGRAM

l2-05

SECTION 8 HOUSING CHOICE VOUCIIERS PROGRAM
(CFDA NO. I4.87I) DEPARTMENT OF HOUSING AND I]RBAN
DEVELOPMENT

INTERNAL CONTROL i COMPLIANCE(.ATECORY

NONCOMPLIANCE

TOPIC SENTENC]E

(.()NDITIONS

REPORTING

ADMTNTSTR{lrvE Cosrs NoT INCLUDED rN THf, VMS REpoRT

During our evaluation of the \rl\,{S ref,ort we observe rhat the amounts
informed as expcnditures to HLiD were undersrared by approximately
$5.07r.

As rcquired by HUD, thc PHA must submits the Voucher for payment of
Annual Contributions and Operating Starements clecEonically to HUD
via the \4\,[S monttily on the same basis ofaccounrine (tull or modified)
as thc PHA prepares its amual financial submission to HUD use the
\4\,fS data to delcrmine renewal funding levels.

Program pcrsonnel did not have adequate controls ro assure rhat rhc
v\{S reporr i" prepared accordrng lr program requircmenr..

The amounts presented in the VMS report were not accurate and
according to HUD requiremenrs.

Accounting personncl should implemenl adcquate controls ro prcpare
accurate fiftmcial reports as rcquired by HIJD.

None.

This $as a clcrical eror *hich had bccn solve. rherefore thc Section 8
Director will be insiructed in ordo to assure rhar rhis situation don'f
occur again.

R$iponsible Personi Mr. Luis Rios
Contact Number: (787) 847 1478

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

M ANA(JEMINT RESPONSE

AND CORRECTIVE ACTION PLAN
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PL]ERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THI F]SCALYEAR ENDlD JUNE 30.20 I]

SrcrroN Ill - FEDf,RAL A$ARD FINDINGs dND QutrsfloNED Cosrs

FINDTNG

FEDERAL PROGRAM

l2-06

FEDERAL TRANSIT FORMULA GRANTS (URBANIZED AREA
FORMIJLA PROGRAM) (CFDA 20,507) FEDERAI TRANSIT
ADMINISTRATION

INTERNAL CONTROL / COMPLIANCE

DAVIS BACON ACT

NONCOIIIPLIANCE WITH'I'HE DAVTS.BACON ACT'

ln iesting compliance with the Davis-Bacon requircment, we cxamined

one contract for a construction project fo.malized on October 201l. ln
rclatjon to such cxamination we observe thal the Municipality did not
comply adequately with Davis-Bacon Act applicable regulations. The

Municipality did not requircd to the coniractor, for each $eek in which

any contracled work was performe4 a copy of the pal,oll and a

statement of compliance. There is no evidence that the Municipality
verifics that all laborffs employedby the contraclors uere paid according

to the wages established by law.

As statcd in 29 CFR 5.5 (aX3XiiXA), the contractor shall submil weekly

for each we€k in which any conlract work is performed a copy of all
payrolls ro the Municipality. The payrolls submittcd shall sct out

accuralely and completely all of the inlbrmation requircd to be

rnaintaincd. The prime contractor is responsible for the submission of
copics of parolls by all subcontractors. Each payroll submilted shall be

accompanieal by a 'Statement of Compliance". signed by fic coniractor

or subcontractor or his or her agent who pays or supervise thc payment

of the persons employed undcr the contract and ce(ifying all thc
information required undcr 5.5 (a)(l)(ii)(B) (l) to (3).

The Municipality did not rcquired the conffactor thc necessary

documcntation to asceflain compliance wilh such requircment.

Thc Municipalny may have procurcd services liom an organizalion that

is not complying with the applicable Departmcnt of Labor regulations

and could result in cosi disallowances by the federal awarding agcncy.

For cootrucdon projccts funded with Federal Transit Formula Grants

awards, the Municipality should assure that contractos comply with the

Davis-Bacon requiremen6 and should verify such compliance trough the

dcsignat€d municipal offi cer.

CATEGORY

NONC0MPLI,{NCE

TOPIC SENTENCE

CONDITION

CRITF:RIA

CAUSE

F]FEECT

RECOMMENDATION
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MT]NICIPALITY OF VILLAIBA
COMMONWEALTH OF PT]ERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYI]AR EN'DED JIJNE ]0. 20I2

S[cTro\ Ill FEDER\L -{$ ARt} FINDt\cs .{\D euEsTlortrD Cosl.s

FINDING

QTJESTIONED COSTS

MAN AODMENT RESPONSE

AN*D CORRICTM ACTION PLAN

l2-06 (CoNTTNUED)

None

The Municipality has assign an cmployee of the Federal programs
Department thai specifically $orks assuring the compliance with &e
Davis Bacon Act. Ofall ofthe construcrion conracts ofthe Municipaliry
which arc funded in part or total wirh fcdcral funds. it is mentioned in rhc
finding that only one debarred from the fcderal regulation ar hand.
Thereforc, this situatioo has been solve, but $e will nake sure thal
through thc Municipal Sccrctary Departmcnt or the Federal programs
Depaftment processes of fully compliance will bc establish.

Implementatioo Date: Deccmber 31'', 20ll
Rcsponsible Person: Mrs. Sara Robles

Federal Progmm Director
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MLNCIPAIITY OF VILLAII]A
COMMONWEAITH OF PLTERTO RICO

SCHEDLILE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEAR tsNDED JTJNE ,]0, 20I2

SECTIO\ III FEDtrRAL A\\'ARD FINDINGS AND QUESTIONOD COSTS

FI\DING t2-01

FEDERAL PROGRAM FEDERAL TRANSIT FORMULA GRANTS (URBANIZED
AREA FORMULA PROCRAM) (CFDA 20.507) ARRA.
FEDERAL TRANSIT FORMULA GRANTS (URBANIZED
AREA FORMULA PROGRAM) (CFDA 20.507) FEDERAL
TRANSIT ADMINISTRATION

CATEGORY INTERNAL CONTROL i COMPLIANCE

NONCOMPLIANCE PROCUREMENT STANDARDS

TOPIC SENTENCE LACK OF Rf,QUIRED CONTRACT CLAUSES

CONDTTION In tesling compliance wifi the procuremcnl requirement, \1'e examined

tkcc contracts forrnalized betueen December 2010 and Octobe,20l1'
T$o of them wcre for vehiclcs acquisition and one for a construction
project In rclalion to such examination we observe the following:

l. The construction contract did no1 include thc follouing clausesi

. Conlractual legal remedies when contractor violatcs ierm-

. Granting access to GAo and othcr federal agcncies to books and

documents.

. Compliance with Execniive ordlr I1246 ofScptember 24, 1965,

entitled "F,qual Employmcnt Opportunity,' as amcnded by

Executive ordcr lll75 of Oclober 13, 1967. and as

supplcmented in D!'partment of Labor regulations (41 CFR

chapter 60).

. Compliance with the Copeland An1i-Kickback" Act(18U.S.C
87,1) as supplcmented in Deparlment of Labo, regulations (29

CFR Part 3).

. Compliancc with Clean Air Act and Water Act.

. Compliance uith Encrgy Policy and Conservation Act

2. Any of lhc reviued contracl included the Suspension and Debarment

Certification.
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MT]NICIPAIITY OF \']LLALBA
COMMONWEALTH OF PTIERTO RICO

SCHEDULE OF FINDINGS A}{D QUESTIONED COSTS
FOR THE FISCALYEAR ENDED ruNE ]O.2OI2

SECTION III FEDER,{L AWARD FINDINGS AND QUTSTIoNED cosTs

FINDING

CRITERIA

l2-07 (CoNTTNUED)

Codc of Federal Regulations. Subpart C, 40 CFR Section 18.36 (i)
(i-13) stales that subgrantee's conract musr contain provisions in
paragraph (i) of these Secrions. Fcderal agencies arc permitted ro rcquire
changcs, remedies. changed conditions, access and recorals relention.
suspension of worlq and ofier clauses approved by rhe Office of
Procurcment Policy.

The Municipality did nor maiDtain appropriate procur€men1 stanalard
procedures in order to assure that contractor complies with progmm
requirements.

Municipality is not in compliance wirh rhe mcnrioned federalregulations.

We rccommend managcment to update contlact model according wilh
the federal requirement.

None

fhe Municipality's Municipal Secrcrary has began the process of
modifying our contracts according to the requircd language and legal
u'ording, in order to include all the general clauses requircd by Federal
and State laws. Also, we will improve our internal controls and
prcccdues to ensure that all procurement documentation is properly
safeguarded on file, and availablc as requested for audit proccdures.

ImplementationDatei January3l".20ll
Responsible Person: Miss Marena Navarro, Esq.

Municipal Secreiary

CAUSE

EFFECT

RECOMMENDATION

QT]ESTIONED COSTS

MANAGEM ENT R I]SPONSE

AND (1]RRECTIVE ACTION PLAN
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MUNICIPALITY OF VILLALBA
COMMONT] EALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

I]OR THE FISCALYI]AR ENDED JIJNE ](],20I2

SEC'I ION III _ FEDERAL A\I ARD FI\DINCS \N t' QUtrS'I'IONtrD COSTS

FINDING

FEDERAL PROGRAM

l2-08

FEDERAL TRANSIT - FORMULA GRANTS (URBANIZED
AREA FORMULA PROGR.AM) (CFDA 2O.5O7Y ARRA-

FEDERAL TRANSIT _ FORMULA GRANTS (URBANIZED
AREA FORMULA PROGRAM) (CFDA 20.507) FEDERAL
TRANSIT ADMINISTRATION

]NTERNAI- CONTROL i COMPLLANCE

SUSPENSION AND DEBARMENT

ABSf,NCE OF CONTROLS TO ASSURI COMPLIA]\CE W]TH
SUSPENSION AI{D DEBARMENT

As determined by interviews to Progmm personnel and by examination

ofprojects files, the Mun;ciPatily did not nuintain adequate controls and

procedures to assure that thc individuals and entities which are ganted
with contracts are not suspended or debaffed fiom participation in federal

progams.

As stated in 49 CFR 18.35 grautee and subgrantec must not make any

auard or permit any award (sub$ant or contract) at any ticr to any party

*hictr is debarred or suspended or is olher'$isc excluded ftom or

incligible fbr participation in Federal assistance programs under

Executive Ordcr I2549, "Dcbarment and Suspension".

The Municipality has no policies and procedures for the use offic List ot'

Pafiies Excludcd from fedcral procuremcnt or non procnrement

programs to assure that thcy do not a$ard assistance to listed parti€ts.

As a result of this deficicncy. the Municipality could have procurcd

goods or scrvices from organizations and individuals that are suspcnded

or dcbarred which could result in cost disallowances by the federal

awarding agency.

Thc Municipality should amend lheir proculcmcnt procedures and

include a srep ro verily whethcr or not lhe indivjdual or entity is on thc

list of parties excluded from f-ederal participaiion in procurement and

non-procurement programs. The Municipality should also require the

entities or individuals to submit a cc(ification stating that they are not

suspended or debarred or add a clausc or condition to the covcred

tmnsaction with that entity.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRlTEI{IA

CAUSE

E[TECI

RECOMMENDATION
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MTINICIPAIITY OF \4LLALBA
COMMONWEAITH OF PLIERTO RICO

SCHEDULE OF FINDINGS AND QLESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30.20I2

- SEcTro:! III FEDERAL A\\'ARD FINDT\GS aND eurisTroNED CosTs

FINI)IN(l l2-08 (Co\ r'r\uED)

QUESTIONED COSTS None

- 
IlI ANACEMENT RFSPONSE

AN D coRREcrrvE Ac r ro\r PLAN The personnel wirhin lhc Federa I proganrs Department incl ded in our
procurement procedures a step to verify tkough rhe electronic version
availablc on the Intemc! wherher or not the individual o. cntity is on rhe
list of parties excluded from l'ederal parlicipation in procurcment and
oon-procurement programs. Noncrheless. we \r'ill address rhis rnatrcr
accordingly in order to assurc the compliancc thtuugh orber mcans as
well.

Implemenralron Dare: Dcccmber J l ,20ll

Responsiblcs Person: Mrs. Sara Robles
Federal Progam Direcror

Miss Marc'na Navarro, Esq.
MunicialSecrcaary
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MUNICI?ALITY OF \4LLAI-BA
COMMONWEALTH OF PI-IERTO RICO

SCHEDULE OF FINDINGS AND QUESTTONED COSTS

FOR T}IE FISCALYEAR ENDED JUNE 30,2OI2

SECI'ION III-Ff,DER.\L A\\ ARD FINDINGS AND QUESTIONI'D COSTS

FIN'DING 12-09

FEDERAI- PROGRAM DISASTER GRANTS PUBLIC ASSISTANCE (CFDA NO- 97.036)

DEPARTMENT OF HOMELAND SECTIRITY PASS THROUGH
COMMONWEAI-TH OF PUERTO RICO -GOVERNOR

ALITHORZED REPRESENTATIVE (GAR):

CATEGORY COMPLIANCE / INIERNAL CONTROL

NONCOMPLIANCE ALLOWABLE COSTS / RIPORTING (FISCAL RIQUIREMENTS)

TOPIC SENTENCE LACK OF ACCOUNTING RICOR-DS AND INADEQUATE
CONTROLS

CoNDITIONS During our internal conlrol auditing procedurcs we observe the

following:

I. The Disaster Grants Public Assistance Program (the Program) did
not in lintain an adcquate fiscal control and accounting records ovel
the nanagemeot, use and registering of funds ganted by the Lead

Agency (GAR) during thc fiscal year 20ll-12' Among the

deficiencics founds werc the following:

- The Program did noa count with a gencral ledger or any other

related subsidiary lcdger. For such reason, during the fisca1 year

20l l _12 fnancial transactions were not registered neither

reconciled, at least. on a monthly basis.

- Thc lack ofaccounting records did not provide for the prepamtion

of annual fi nancial statements.

The existing tlnanc;al information did no! provide the amount of
funds that were cxpended, encumbered or unobligated at lhc end of
the fiscal ycar for each disaster and projcct

- There wcre no internal controts oeither records to account lbr the

inter fund receivable and payablcs balances. Program's

expenditures financcd by the Muoicipality's geneml fund were not

register. neither monitored nor accounted for by the Progam's
accountant. In addition. inter fund transactions rcgarding thc

rcimbursement of money between funds were not supported by an

anallsis.

The Municipality did not prepare bank accounl reconciliations for
the Program bank accounts.
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MLn IICIPALITy OF \,,ILLAtBA
COMMONWEALTH OF PT]ERTO RICO

SCHEDULE OF FINDINGS AND QT]ESTIONED COSTS
FOR THE FISCALYEAI{ ENDED JIJNE 3().20I2

SECTION III -FEDER{L AIVARD FI\DINGS AND QUESTIONED COSTS

FINDINC

CRIIERIA

l2-09 (CoNTTNUDD)

- No Official Collector Rcceipts werc prepared for thc program cash

2. During our intemal conrrol lcsts ro rhirtecn disbursement
transactions. we observc the fbllo\,iing:

- In 6 cases the invoicc was oot markcd as paid.

- One purchasc orde. was registered after receiving the seNices.

- In one disbursement, the Municipality overpaid 55,078 ro the

As stated in 44 CFR 13.20- (a) A Srare must expand and account for
grant funds in accordance wirh Srate laws and procedures for expending
and accounting for its own funG. Fiscal control and accounting
proceducs of the Statg as well as its subgrantees and cost-Ilpe
contractors- must be sufficient ro (l) Pcrmir preparation ol rcports
required by this part and the statutcs authorizing the grant, and (2) Permit
the iracing of funds to a level of cxpcndirures adequate to cslablish that
such fun& havc not been used in violation of rhc rcsrictioN and
prohibitions of applicable statures. (b) The financial managcment
systems of other grantees and subgrantees must meet the following
standards: (l) Financial reporting. Accurate, currcnt, and complere
disclosu.e ofthe financial rcsuhs offinancially assistcd activities must be
made in accordance with the financial reporting requiremcnts olthe grant
or subgrani. (2) Accounting records. Grantees and subgmnrcc's musr
maintain rc'cords which adequarcly identify the source and application of
funds providcd for financially-assislcd activities. These rccords must
contain info.mation perraining ro granr or subgmnt awards and
authorizaiions. obligations, unobligarcd balances. assers. liabililies.
outlays or expendiores, and income. 13) lntcrnal conrrol. Eflertivc
control and accountability must bc iuintained for all ganr and subgrant
cash, real and pcrsoDal property, and other assets. Gmntees and
subgrantees must adequately safcguard all such property and must assure
that it is used solcly for authorized purposes.

The Municipalily's and Program's management have not esrablishcd rhe
procedures and adequate internal controls to emure thc adequate
rccording of all related fi nancial informarion.

These conditions inlibit the Municipality from having currcnt accurate
and reliable financial reports and infbrrnation necessary for managemenr
to take efficient and effective actions, including correcrivc acrions plans.

CAUSE

EFFLCT
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MLTNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEAR ENDED JIJNE ]O' 20I2

SECTION III F[DERAL A$.\RD FINDINGS ANT} QUESTIONf,D COS tS

FINDING

RECOMMENDATION

QLTESTIONED COSTS

IUANA(iENIENT RISPONSE

AND 
'ORRECIIVTJ 

ACTION PLAN

l2-09 (CoNTTNUED)

AIso. Ihe awarding agency

financial pcrformance.

Thc Municipality should establish a plan ard implcment lhc

corresponding internal conirols to cnsure that all Program's iransactions

and activilies are properly recorded and 1'airly presented in accordance

with progam requiremcnts and that all financial transaclions' supporting

documcnts are properly saleguarded- In addition, should establish and

rllainlain a subsidiary ledgcr to accuratcly account for irter fund

Nonc

The Finance Departmcnt Director in coordination with Municipality's
Consultants are dcsignating a Program Accountant who among other

rhings. will implemenl a set of manual transaction bool6 in ordcr to
provide complcte and accurate Financial Information regarding the

Disastcr Grants Public Assisrmce projects. For ncxt fiscal ycar we

expcct that this situation be resolvc.

ImplemcDtation Date: December lt", 2013

Rcsponsible Person: Mrs. Joan Quifronez
Finarce Director

inhibits from monitoring the programs
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MUNICIPAIITY OF VILLAIBA
COMMONWEALTH OF PI]ERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAIT ENDED JINE ]0. 20I2

* SECItoNIII FriDERAl, A$aRD FINDt\cs AND euEsTto\trD CosTs

- FINDING I2-IO

_ FEDERAT,R..RAM 
Bi"1T,',I.il1TI"dH?i:SSr:l'[]il3.,,,,;l3t\"#J,:3fl
COMMONWEAITH OF PLIERTO RICO -GOVERNOR
AUTHORIZED REPRIS ENTATI\G (GAR):

_ CATEGORY INTERNAL CONTROL i COMPLIANCE

- 
NONCOMPLIANCE PROCUREMENT STANDART'S

TOPIC SENIENCE LACK OF RXQUIRED CONTRACT CLAUSES

- CONDITION In resting compliance with the procuremcnt requiremenr, we examined
two contracts for construciion projects and one contract for debris
disposition forulalized bctween December 20ll and May 2012. In
relation to such cxamination wc observe tbe following:

The tkee reviwed contracrs did not include the following required

. Contracfual legal remedies whcn contractor violates term.

. Granting access to GAO and othcr federal agencies to books and
documents.

. Su.pen.ion and Dcbarment Cefliticalron.

The lwo construction contract reviwcd did not include thc fbllowing
clauses:

. Compliancc with Executive Ordcr I1246 ofSeptembcr 24. 1965,
entitled 'Equal Employment Opportuniry-" as amendcd by
Executive Order i ll75 of October 13, 1967, and as
supplemented in Department of Labor regulations (4t CFR
chapter 60).

. Compliance with the Copeland 'Anri Kickback Acr(18U.S.C.
874) as supplemented in Department of Labor rcgulations (29
CFR Part l).
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MLTNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FTNDTNGS AND QLIESTIONED COSTS

FOR THE FISCALYI]AR ENDED JUNE 30,2012

sEC l toN III FEDDRAL A\\.\RD FINDINGS ,tND QuEsrloNrD Cos-l s

EI\DI\G

( RITLRIA

12-10 (CoNIINUED)

Code ofFealcral Regulations, 44 CFR Scction 13.36 (i) (t l3) stales that

subgraltcc's contract must contain provisions in paragraph (i) of these

Seciions. Fcderal agcncies arc permitted to requirc changcs, remedics.

changcd conditions, access and recor& retention, suspcnsion of work.

anal other clauses approvcd hy the Office ofProcurement Policy

The Municipality did not maintain appropriatc procurement stanalard

procedures in order to assure ihat conlractor complies wiih progam

requiremenls.

Municipality is not in compliancc with the mcntioned l'cderal regulations.

wc recommend managemcnt to upalatc contract model according with

rhe federal requirement.

None

The Municipality's Municipal Sccretary has began thc process of
modifying our contracts according 1o the required language and legal

wording. in order to include all the general clauses required by Fedcral

and Starc laws. Also. wc $'ill improve our in(crnal controls and

proccdures to ensure that all procuremeol documeniation is propcrly

safeguarded on file, and available as requcsted for audil procedurcs

Implemenlation Dalc: January I l''. 2013

Responsiblc Persou: Miss Marcna Namlro. Esq.

Mui.icipalSecretary

CAUSE

EFFECT

RECOMMENDATION

QT]ESTIONED COSTS

MANAOF:MENT RESPONSE

AND CORRFCTIVE ACTION PLAN



MTINICIPALITY OF VILLAIBA
COMMONWEALTH OF PL]ERTO RICO

SCHEDLJLE OF FINDINGS AND QUESTIONED COSTS
FOR IHE FISCALYEAR ENDED JIJNE 30. 20I2

S[cl.lo\lll FIDERAI,\\\ \RDFr\Dt\CS \\uel.ESuO\EDCosls

FINDING

FEDERAT PROGRAM

l2-11

DISASTER GRANTS PITBLIC ASSTSTANCE (CFDA NO. 97.036)
DEPARTMENT OF HOMELAND SECURITY PASS THROUGH
COMMONWEAITH OF PI]ERTO RICO .GOVERNOR
AI]THORIZED REPRESENTATIVE (GAR):

INTERNAL CONTROL,' COMPI,IANCF

SUSPENSION AND DEBARMENT

ABSINCE OF CONTROLS TO ASSURI COMPLIAN"CI WITH
SUSPENSION AND DEBARMENT

As dctcrmined by intervicns to Program personnel and by examinarion
ofprojects files. the Municipality did not mainlain adequate controls and
proccdures to assure that the individuals and mtiries which are ganrcd
with contracts are not suspendcd or debarred from parriciparion in federal
prcgallls.

As statcd in 44 CFR 13.35 granee and subgranree mus! not make any
a$ard or pcrmi( aDy award (subgant or contract) ar any rier Io any party
which is debarred or suspcnded or is otherwise excluded from or
ineligible for pafticipation in Fcderal assistance programs under
Executive Order 12549, 'Debarment and Suspcnsion".

The Municipality has no policies and procedures for tbe use ofrhe LisI of
Parties Excludcd fiom lederal procurement o! non-procurcment
progranN to assure that thcy do nor award assisrancc lo listed palties.

As a result of this dcficiency, the Mun;cipalily could have procu.ed
goods or services from organizations and individuals rhar are suspendcd
or debarred which could result in cost disallowanc$ bv the federal
a$arding agency.

The MDnicipality should amend thcir prccuement procedures and
includc a step to verily whcthly or rot the individual or cnrity is on rhe
list of parties excludcd from lederal participarion in procurement and
non-prmuremcnl programs. The MuDicipaliry should also rcquire the
entities or individuals to submit a ccrtification srating rhat they arc nor
suspended or debarred or add a clause or condition to the covered
transaction with that enthv

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITTONS

CRITERIA

(.AUSE

F-FFICT

RECOMMENDATION



MUNICIPATNY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCIIEDIJ'I-E OF FINDINGS AND QUESTTONED COSTS

FOR T}IE FISCALYEAR ENDED JUNE 30, 20I2

StrCIION III FEDEI{{I, A\!,\RD FI\DINCS A\D QUESTIONljD COSTS

FI\ D I\ (; l2-11(CorlruED)

QUESTIONED COSTS None

MAI\IACEMENI R bSPONSE

a"oionnrc_,ve nc,o" r.n^ The personnel within the Federal programs Departmcnl included in our

procurement proccdures a stcp 1o verify through the electronic version

;vailable on the Intcmet wh€ih€r or not the individual or entity is on the

list of parties excluded from federal pa icipatiotr in procurement and

non_pro.uremcnt prograrns- Nonetheless, we will address this maiter

accordingly in order to assure the complianc€ tbrough other means as

well-

Implementation Date: December l1'', 2013

Responsibles Person: Mrs. Sam Robles
Federal Progam Director

Miss Marena Navarro, Esq.

Municial Secretary

END OF SCHEDULE
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MUN]CIPALITY OF VILLALBA
COMMONWEAITH OF PUERTO RICO

SLMMARY SCHEDI]LE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS
FORTHE FISCALYEAR ENDED JIJNE 30,20I2

(l) Audit Findings thai have bcc" Fully Corrected:

NONE

(2) Andrt Findings nor corrected or Parrially Corrected:

linding \umbcr
Questi0ncd

CostCFD.\

I I 04 Suspens;on and Debarmenrs
Il-05 Special Tes dd Provisions
1 1-06 Reportins (Fiscal Conrols)

l1 08 Suspdrsion and Debarmenl

Siluatio! still prc\.i1s
Situ.t;on still frcvails
Snuarion srill pre\ails
SrlurtioD still prc\ails
Situation slill prc\ails

t4_228
14.228
t4_22.8

9 7 _016

9 7.036
97.016

l0-06 Suspcnsion and Dcbannenrs
l0-07 Special Tes and Pro\isions

Situation still prclails
Siiuation st;ll prevails
Situation still prevaals.

Pan ially Correcled.

14.228
r4.228
14.228
I4 ?2N

09 05 SpccialTcsl and Prolisions
09-06 Suspens;on and Debarrmenr

Situalio, still pr€lails.
Situalis stillprelails
S;tuation srill prevails.

14.228
i4.228
t4_228

08-0,+ Suspension and Debarl ent 14.228 None Siluation sdll pre\ails.
07-01 Suspmsion and Dcbartnmt
06 04 Susporsion and Debartmeni

Siluation still prcvails.
Situalion still prevaiis.

t4 218
t4_228

(l) Correcii!e action laken is sisnificantly different liom corrective action preliorlsly reponed:

NONE

(4) Audil findmgs isno longer valid:

NONE

IND OF SCHEDULE




