
OFICINA DEL COMISIONADO DE ASUNTOS MUNICIPALES. ...
lnea oiaies'omn,tlENTo, REGLAMENTAcI6N E lNTERvENcloN FlscAL

AREA DE ARcHlvo DlGlrAL

MUNICIPIO DE VILLALBA
AUDrroRiA 2012-2013

30 DE JUNTO DE 2013



COMMONWEALTH OF' PUERTO RICO
MUNICIPALITY OF VILLALBA

SINGLE AI]DIT REPORT
For the Fiscal Year Ended June 30,2013

(With Independent Auditors' Report thereon)
COMMONWEALTH OF PUtrRTO RICO

MI'NICIPALITY OF VILLALBA
Basic Filalcial Statemetrts and

Supplemental Schedule
Single Audit Report

June 30,2013

1Q
1



TABLE OF CONTENIS

FINANCIAL SECTION:
Independent Auditor's Report....... . 3-5

6-t9

20
2t

22

Required Supplementary Information:
Management's Discuscion and Analysis ..

Basic Financial Statements:
Govemment-wide Financial Stalements:

Statement of Activities............

to the Statement ofNet 23

posilion...................
Statement ofRevenues, Expenditures and Changes in Fund 24

Balances - Govemmedal Funds.............. ......
Recorciliation of the StatemeDt of Revenues, Expendifures

and Changes in Fund Balances of to the Statement ofActivities........ 25

NotestoBasicFinancialstatements.............. 26-68

Required Supplementary Information:
Budgetary Comparison Schedule - General Fund.

FEDf,RAI AWARD AIID SINGLE AUDIT Sf,CTION:
Supplementary Information:

70-71
72
73

Governmental Fund Financial Statements:

Balance Sheet - Govemmental Funds ...... ......
Reconciliation ofthe Balance Sheet - Governmental lunds

Financial Data Schedu1e......................

Notes to Financial Dala Schedule .............

69

Notes to Schedule ofExpenditures ofFederal Awards. .......-... ..... . ......... 74

Report on I[temal Conhol Over Financial Reporting and on Compliance and Other Matters

Based on an Audit of Financial Statements Performed in Accordance with Govemment

Auditing Standards..... .. .. ..." " . . ". ' '75-'76

Report on Compliance with Requh€ments that Could llave a Direct and Material Effect on

Each MajoaProgram and on Intemal Control Over Compliance in Accordance with the

OMB CircularA-133.. '77-79

Schedule of Expenditures of Federal Awards.... .......

Schedule ofFindings and Ouestioned Costs.

Section I: Summary of Auditor's Results. . . .. .. ..

S€ction II: Financial Statements Findings and Question€d Costs.... .. .. ..
Section m: Federal A\rards FindiDgs and Questioned Costs.... ........

80
81-84
85-96

97Surnmar) Schedule ofPrior Audil Findings.. ... ...



ftutoorA&RAMos
Contadores PIblicos Autorizados, C.S.P

INDEPENDENT AI'DITOR'S REPORT

Honorable Mayor and Municipal Council
Municipality of Villalba, Puerto tuco

R€pa4-arlhqlilaleialsla&lqc!(!

We have auditeal the accompanying financial statements of the govemmental activities, each major fund

and the aggregate remainig iund information of the Municipality ofvillalb4 Puerto Rico, as ofand for

the year ended June 30, 20i3, and the related notes to the fiancial statements, which collectively comprise

the Municipality's basic financial statements as listed in the table of contents.

Management's Respe!sihl!i6l&LEi!1@ia!-S!4!!Eq!!s

Management is responsible for the prepamtion and fair pesentation of these financial statements in

accordance with accounting pdnciples genemlly accepted in the United States of America; this includes

the design, implementation, and maintena[ce of intemal control rel€vant to the preparation and fair
presentaiion of financial statements that are free fiom material misstatement, whether due to fiaud or

eror,

Auditor's RespalsibUiry

Our responsibility is to express opinions on these financial statements based on our audit- We conducted

our audit in accorda.nce with auditing standards generally accepted in the United States of America and

the standards applicable to financial audits contained in Govemmental Auditing Standads, issued by the

comproller General of the united states. Those stardards require that we plao and perform the audit to

obtain rcasonable assurance about whether the fmancial statements are fiee fiom material misstatement.

An audit involves performing procedlu.es to obtain audit evidence about the amounts and disclosures in

the financial statements. The proc€dures selected depend on the auditor's judgement including the

assesment of the risks of material misstatement of the luMncial statements, whether due to flaud or errol.

ln making those risk assesments, the auditor considers intemal contol relevant to the entity's preparation

and fair p;sentation ofthe financial statements in oder to design audit procedwes that are appropriate in

the cicumstances, but not for the purpose of expressing and opinion on the effectiveness ofthe entity's

intemal control. Accordingly, *".*press no such opinion. An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant accounting estimates

made_by management, as well as evaluating the ovemll presentation of the financial statements

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

our audit opinions.

1Vt1787.864.92711 PO BOX:s. Guayama, PR 06785 I C/ Baldorioty 22 Oeste ' Guayama, PR 00784



Opinions

Basis lor Disclaimer of Opinion on Govemmental Activities

The Municipality did nor have complete, uPdated and accurate accountjng, records of the capital assets in

ordet for us'to ottain sufficient and appropriate audit evidence felated ro the capital assets reported in the

;;;-pd;; il;;ni or n"t 
""."t. 

io.'$ 2s,523,336 (net of accumulated depleciation of $13'u0'199)

u" otrirn.ioJzot:, 
"nd 

the related amounr of depreciation expense stated-at $1'504'156 for the year then

""JJ. 
rf,-"ior", *" *ere unable to form an opirdon regardirlg the capital assels and related deprcciation

expense reporled in the govemmental activiiies of the Municipality'

Disclaimer of Opinion

Because of the siSnificance of the matter discussed in the preceeding pamgnph, the scoP of our work

was not sufficienato enable us to express, and we do not express, an opinion on the Iinancial position of

tlr" gou".n-"nt"t activities of the i,'tunicipality of Villalba as of June 30, 2013, and the changes in

tlnan-ciat posnion thereof for the year the; ended in conformity with accounting principles generzlly

accepted in the United States of America.

Basis lot Qutlifred OPirtio on Governmentdl Futds

TheMunicipalilydidnotmaintaincompleteandaccuraterecordsofallintedundtranssactionsinthedue
from and to'accounts balance for the fiscal year 2012-13. Thercforc, we did not expless an opinion on

such amoulls presented on the financial statements.

Qualified Opinio

In our opinion, except for the effects of such adjusbrents, if any, as might bave-been determined to be

**."^y frJ v/" O.i. abte to obtaitr suJfcient evidenc€ to satisfy ounelves on the amounts rcPored as

interfuni transactions in the ..alue ftom" and "due to" accounts balances, the financial statements referred

io in *," nrs, p*ug."ph present fairly, in all material respects, the respective financial position of each

rnuio. iona -ir tf,Jrggregate remaining fund information of the Municipality of villalba as of June 30'

iiiii-"ra-tr," ."rp*ti[ cianges in finaicial position, thereof for the.year then ended in confomitv wiih

accounting principles generally accepted in the United States of America'

Change in Accounting Princioles

As discussed in Note 1-r to the financial statements, during the fiscal year the Municipality adopted new

;;*-;;ti;;;tid"".", Govemmental Accounting Standard' Bgard (G^A!B) Statement No 63' Financial

i"ii"i it oq*,:"a outflows oJ Resoutcesl Delened In|Iorrs of +*:"i:::: and Net Positian nnd

cess si^ti."nt No. 65, lrerd Pr*iously Repirted as Assets anel Liabilities' ou,t opirlion is not

modified with respect to this matter.

Other Matters

R e quir ed. S uPP I em ent a ry I nfo/ natio

Accou ing principles genemlly accepted in the United States ofAmerica lequire that the management's

ai..*sion-una 
"nutysl" "nd 

budgetary comparison information onpages6 through 19 and 69 be pr€sented

,o_*ppf"-"rt ,f," fj*i" financia'l staiemenis. Such informatioD, although not a part of the basic financial

siaieffents, is required by the Govemmefltal Accounting Standalds Boald' who considers



INDEPENDENT AUDITOR'S REPORT
Municipality of Villalba

it to be an essential part of fmancial reporting fol placitrg the basic financial statements in an appropriate

op".utionut, 
""ono*i", 

or historical co;text. We have applied certain limited procedures to the requircd

sripplementary information in accordance with auditing standards generally accepted in the United States

odirn..i"u, *hi"h 
"onsisted 

of inquiries of management abotrt the methods of preparing the information

and comparing the information fo; consistency with management's responses to. my inqufuies, the basic

financial $adents, and other knowledge we obtained during our audit of the basic fmancial statements.

we do not express an opinion or provide any asswance on the information because the limited procedures

do not provida us with sufflcient evidence to express an opinion or provide any assu'ance'

Olhet Informtltion

our aualit was conducted for the purpose of forming opinions on the basic financial statements that

collectively comprise the Municipality of Villalba basic financial statements The schedule of
expenditures of federal awads is presented for purposes of additional analysis as required by {lS O/ice

of Management and Budget Circular A-133, Audits ol Sbtes' Local Go|emment' and No -ProJit

ihganiriions, and is not a requircd part of the basic financial statements. Also, the Financial Data

Sciedules are presented for purposes of additional analysis as lequired by the US. Department of
Hol$ing @il irban Development, Ofrce of the Inspector General' and is not a required part of the

financiil statements. Because of the significance of the matter described in the "Basis for Disclaimer

Opinion on Govemmental Activities", it is inappropriate to and we do not express an opinion on the oth€r

information referred to above.

OtherReportineReqlirerlby.lQgyQEEclEl4ldililg da!4

ln accordatrce with Government Auditing Stondards, we have also issued our report dated November 4,

2014, oD our consideration ofthe Municipality's intemal control over fnancial reporting and on our tests

of its compliance with certain provisions of laws, regulations, contracts, and gant agrcements and other

matters. Tie pupose of that report is to describe the scope of my testing of intemal confol over ftnancial

reporting and compliaace and the results of that testing, and not to provide an opinion on the intemal

control iver financial reporting or on compliance. That report is an integral part of an audit performed in

accordance'xith Govemtlent Auditing Standards in considering Municipality of Villalba intemal control

over financial repofting and compliance.

.1I,^C".,E-i@-
MEND)ZA & R 4Mos

Cot',tADoRES P iBLICos AuoPJZADos, C.S. P.

November 4, 2014
Guayam4 Puerto Rico

Th. st mp numbe. 02696915
r$ rfiircd lo tn. ondml of this r.Porl.
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MIJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)
FISCAL YEAR ENDED JI'NE 3 O, 20 13

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

af."r..i"i -A analysis of the in'lunicipality's financial activities reported in the accompanying basic

financial statements as of and fot the fis;al year ended June 30,2013 we encouage readers to considel

ttre information presented here in conjunction wilh additional infomation that is tumished in the

accompanying financial statements, which follow this narrative.

Besides, this ilocument includes comparative data with prior year as this infomation was available for the

fiscal yeal ended on June 30, 2013' This MD & A is prepared in order to comply with the Govemmental

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

Manageme,-nt's Discussion and Analysis_for State and Local Govemments." and, among other purposes,

to prcvide tle financial statements users with the following major information:

r a broader basis in focusing important issues;

. acknowledgement ofan overview ofthe Municipality's financial activities;

r provides for an evaluation of its financial condition as of the end of fiscal year 2012-2013

compared with prior year results;

. identification ofuses offunds in the financing ofthe Municipality's variety ofactivities and;

. asses management's ability to handle budgetary functions.

FINANCIAL HIGIILIG}ITS

covemment-wide Highlights:

The Municipality's total assets amounted to $30,639,701 at June 30, 2013, ofwhich $25,523,336 (83%)

consist of capital assets (net of accumulated depreciation and amortization of $13,170,199), $179,662

(t%) consist;f cash and cash equivalents, $2,965,450 (10%) consist ofcash with liscal ag€nt (which are

iestricted principally for capital projects and debt service) and $1,971,255 (6%) consist of accounts

receivable.

The Municipality's total liabilities amounted to $21,218,422 at Jure 30, 2013, ofwhich $8,751,000 (41%)

consist ofbonds and notes payable, $4,58?,280 (22%) consist of accounts payable and accrued liabilities,

$1,390,205 (7) consist of aicrued compensated absences, $ 2,151,109 (10%) consist of tmeamed

revenues, and $4,338,823 (20%) cortsist of o$er long-term debts'

The Municipality's total assets exc€eded its liabilities (net Position) by $9'421'279, at J'uIIe 30 ' 2013 '

The Municipality's total revemres amounted to $15,101,920 for thq fiscal yeai ended June 30' 2013' of
*fri"t Sa,zdt,ff: (28%) arcse fiom taxes, $9,792'137 (65%) arose fiom intergovemmental grants and

contributions, $529,738 (2%) and $751,932 (5%) arose fiom charges for sewices and miscellaneous

revenues.

The Municipality's total expenses amounted to $15,147,014, for the fiscal year ended June 30,2013' of
9thich$1,2;g,gi4 (4g%) where incurred in providing direct senices and benefits to citizens in relation to

publicworks,ecoromicdevelopmeot,healthandwetfare,publicsafety,cultuleandrecreationln



MUNICIPALITY OF VILLALBA
COMMONVEALTH OF PUERTO RICO

MANAGEMENT'S DISCIJSSION AND ANALYSIS (MD&A) (CONTINUED)

FISCAL YEAR ENDED JT]NE 30,2013

addition, the Municipality incurred in $248,219 (2%) of its total expenses, in interests related to its long-

i".. oUiig"ti"nr, ,na Sl,O:g,AAf (50%) in general govemment activities to support the Municipality's

i;;i"*'J ;;gl"-s.- the Municipaliry;s total ixpenses include depreciation and amortization of

capital assets in thJ amount ofS 1,504,156, for the fiscal year ended June 30, 2013

The Municipality's total net position decreased by $45,094, dudng the fiscal year ended June 30' 2013'

Govemmental Funds' Highlights:

The total fund balances of governmental funds amounted to ($2,183,985), at June 30, 2013, of which

$3,814,011 are restricted, commited and assigned, while ($5,997,996) are presented as unassigned firnd'

The fund balances of govemmental funds decreased by $381,991, during the fiscal year ended Jure 30,

2013.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The purpose of financial reporting is to provide extemal use6 of basic financial statemeDts with

information that will help them to make decisions or draw conclusions about the Municipality. There are

many extemal parties that use the basic financial statements ofthe Municipality; however, these parties

do not always'have the same specific objectives. In order to address the needs of as many parties as

reasonably possible, the Municipality, in accordance with required financial reporting standards, prcsents

this Manigement's Discussion and Analysis (MD&A) as an introduction to the accompanying basic

financial siatements. This namtive represents an ove iew and analysis ofthe financial activities of the

Municipality for the fiscal year ended June 30,2013 Because this MD&A is designed to focus on the

current year activities, resuiting changes and currently known facts, we encourage readers to consider the

informaiion presented in this MD&A in conjunction with the additional information tumished in the

accompanying basic financial statements.

The MuDicipality's basic financial statements include tkee components: (1) govemment-wide fmancial

statements (GWiS), (2) fimd financial statements (FFS), and (3) notes to the basic financial statements

(NBFS). This report also contains additional requircd information in addition to the basic financial

statements themselves. These components are described below.

The basic finarcial statements focus on: (t) the Municipality as a whole (govemment-wide financial

reporting) and, (2) the Municipality's major individMl governmental tunds Both percpectives allow the

us;rs to addrcss relevant questions, broaden a basis for comparison (year to year or govemment to

govemment) anal eohance ihe Municipality's accountability. The compoflents of the basic financial

statements are desc bed below.

Government-Wide Financial Statements

The GWFS arc composed of: (l) the statements of net postion (SNP) and (2) the statement of activities

1SA;. thes" financi"t ttotements can be found immediately following this MD&A GWFS are designed

io piovide readers with a broail overview of the Municipality's operations as a whole in a manner similar

to ^private-sector businesses. These statements provide short-term and long-term_ information about the

Mrinicipality,s financial position, which assist the Municipality's management to_ determine the economic

condition aiJune 30,2013. The 6WFS are prepared using methods that are similal to those used by most

private businesses.

1



MI]NICIPALITY OF VILLALBA
COMMONWEALII I OF PIJERTO RICO

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

FISCAL YEAR ENDED JUNE 30,2013

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

nrinciDa v s;DDorted bv taxes and inrergo\emmenlal activities (govemmental activities) from olher

irr.iii..'trr",'ir. intended lo recover all or a significant ponion of lheir cosrs thrcugh user fees and

charges (business-t,?e activities).

Statement of Net Position

The purpose of SNP is to aftempt to repot all assets owned and all liabilities owed by the Municipality.

The i,4rinicipality reports of all ;f its a;sets when it acquires ownership over the assets and reports all of
its liabilitiei when tirey arc incu.ed. For example, the Municipality reports buildings and infrastructure

as assets, even though they are not available to pay the obligatiom incu(ed by the Municipality On the

other hand, the Muiicipality reports liabilities, such as claims and judgm€nts, bonds and notes payable,

obligations under 
"apitol 

ieasis, compensated absences and certain accounts payable and accrued

liabiiities, even though these liabilities miSht not be paid until several fiscal years into the tuture'

The difference between the Municipality,s total assets and total liabilities reported in sNP is presented as

net assets, which is similar to the 6tal ow ers' equity reported by a commercial enterprise in its financial

statements. Although the purpose of the Municipality is not to accumulate net assets, as this amount

increases or decreaies ovei time, such amount reptesents a useful indicator of whether the fmancial

position of the Municipality is either improving or deteriorating, respectively.

Statement of Activities

The SA presents information showing how the Municipality's net assets changed during the fiscal year

ended June 30, 2013, by presenting all ofthe Municipality's revenues and expenses As previously

discussed, the items reported in SA ate m€asured in a manner similar to the approach used by a

commercial enterprise i; that revenues are recognized when eamed or established criteria are satisfied,

and expenses are recorded when incurred by the Municipality. conseqxently, rcvenues ale reported eveo

when ihey may not be collected for several months after the end of the fiscal year and expenses arc

recorded even though they may not have used cash during the current year.

Although sA looks different fiom a commercial enterprise's income statement, the difference is only in

format,-not substance. whereas the bottom line in a commercial enterprise represents its net income, the

Municipality aeports an amount described as net change in net assets, which is essentially the same

concept.
the focus of sA is on the net cost of various activities provided by the Municipality. The statement

begins with a column that identifies the cost of each of the Municipality's majol tunctions. Anothel

coiumn identifies the revenues that are specifically related to the classified governmental functions. The

alifference between the expeDses and revanues rclated to specific functions/programs identifies the extent

to which each function ofthe Municipality draws fiom general revenues or is self-financing tkough fees,

intergovernmental aid, and other soutces of resources

This statement also prcsents a comparison between direct expenses and program revenues for each

fu nction of the Municipality.

GWFS and FFS present all ofthe Municipality's govemmental activities, which-are supported mostly by

ta{es, intergove;mental revelues (such as federal and state grattts and contributions), and charg€ for

8



M1JNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

FISCAL YEAR ENDED JUNE 30,20I3

services. All services nomally associated with the Municipality fall into this category, including culture'

rcueation and ealucation; gen;ml govemment; health and sanitation: public safety; welfarc and housing

assistancel and urban and economic development

Fund Financial Statements

The Municipality's FFS consist of: (1) the balance sheet - govemmental funds and (2) the statement of
revenues, eipenditures and changes in fund balances - governmental funds. These financial statements

report the financial position, the results of operations of the Municipality's govemmental funds, with an

emphasis on the Municipality's major govemmental firnds

A fund is a grouping of related accounts that is used to maintain control over resources that have be€n

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

govemments, uses fund accounting to ensue arld demonstrate compliance with finance_related legal

iequirements. Each fund is considered an independent fiscal entity accounted for within a set of self_

baiancing accounts that comprise its assets, liabilities, fund equity, revenue, and expendifuros. Fund

accounti;g segregates funds according to their intended purpose and is used to aid management in

demonstrating compliance with legal, financial and contractual provisions. All of the funds of the

Municipality can be di,r'ided into two catego es: govemmental funds and proprietary funds.

Govemmental funds

Govemmental funds are used to account for most of the servicas provided by the Municipality. These

funds are used to account for essentially the same functions reported as governmental activities in the

GWFS. Unlike GWFS, the focus ofgovemmental funds in the FFS is directed to specific activities ofthe
Municipality rather than the Municipality as a whole; tlerefore, govemmental funds in FFS report the

Municipality's opemtions in morc detail than the GWFS

covemmental funds in FFS provide a detailed shoft-term view of the Municipality's finances that assist

in determining whether there vr'ill be adequate financial resources available to meet the current needs of
the Mutricipaity, which is, evaluatir* the Municipality's near-term financing requirements' For financial

reporting purp;ses, the Municipality classifies its govemmental flrnds within the following q?es: (1)

Cinerl funa, (Z) ffffO Fund, (3) State Assignment Fund, (4) Debt Service Fund (5) Other Govemmental

Fund.

Governmental funds FFs arc prepared on an accounting basis that is significantly different from that used

to prepare GWFS. In general, governmefltal funds FFS focus on near-term inflows and oufflows of
expendable financial res;uces, consequently, they measure and account for cash and other assets that can

easily be converted to cash. For example, amounts reported on the balance sheet include capital assets

within a very short period of time, but do not include capital assets such as land and buildings

covemmentai fund liabilities generally include amounts that normally are going to be paid within a short

period after the end of the fiscil year. The difference between a fund's total assets and total liabilities is

ieported as the fund balance ot deficit, and genemlly indicates the amount that can be used to finance the

next fiscal year,s activities. Likewise, the operating statement for govemmental funds reports only those

revenues a;d expeDditures that were collected in cash or paid with cash, respectively, during the current

fiscal year or very shortly affer the end ofthe fiscal year.

9



MI]NTCIPALITY OF VILLALBA
COMMONWEALTH OF PI]ERTO R]CO

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

FISCAL YEAR ENDED JI]NE 30, 20 I 3

Because the focus of govemfiental funals FFS is narrower than that of the GWFS, it is useful to compare

the fund informatioi presented for govemmental funds with similar information presented for

sovernmenlal activities in ttre CWES. By doing so, readers may befter understand the long-tem impact

;f the Municipality's near{erm financial decisions. Both the govemmental funds'talance sheet and the

govertrmental funds' statement of revenues, expenditures and changes in.fund balances provide a

ieconciliation to facilitate the compa son between govemmental funds and the govemmental activities

reported in the govemment-wide fioancial statements.

The Municipalify has four major govemmental funds. Each major fund is presented in a separate column

in the balanie s-heet - govemmental funds and the statement of revenues, expenditures and changes in

tund balances govemirental funds. The four major govemmental funds are: (1) general fund, (2) HUD

Fund, (3) State A;signment Fund, (4) Debt Service fund and (5) Other govemmental fund'

Notes to Basic Financial Statements

The NBFS provide additional information that is essential for a full understanding ofthe data provided in

the GWFS and FFS. The NBFS can be found immediately following the basic financial statements'

Other Supplementary lnfomation

The basic financial statements are followed by a section of other supplementary infomation consisting of
budgetary comparison schedule - general firnd.

This Space Has Beefi Lel:t Blank hrtenliorrally
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PI]ERTO RICO

MANAGEMENT'S DISCI]SSIONAND ANALYSIS (MD&A) (CONTINUED)

FISCAL YEAR ENDED JIINE 30,2013

FINANCIAL ANALYSIS OF GOVERNMENT-MDE FINANCIAL STATEMENTS

The Municipality,s overall financial position and opemtions at June 30, 2013 and 2012 are summarized as

follows, based oo the information included in the accompanying statement of net assets:

Golemmenlal ActiVties Change

2013 2012 o/o

Assets:

Curent assets

Non.cunent assets:

Capital assets, net

Total assets

Liabilities:

Cunent liabilities,
excluding long{erm
Long-tem obligations:

Due wthin one year

Due afier one year

Total liabilities

Net position (defrcit):

ln\,ested in capital assets,
net of related debt

Restricied

Unrestricted

Total net position

$ 5116,365

25523336

$ 4427 ,786

25200698

288,579 5.98%

$ 322,638 1.24o/o

$ 30639,701 30028,484 $ 611,217 2.Mok

666,327 10.97%

$ 05,795) -O.92o/o

$ 5,779 0.050/0

6738,389

1694,839

12785,194

6072,062

1710,634

12779,415

21218,422 20562,111 $ 656,311 3.19%

$ 2426,856 14.394/o

(239,326) -7.93ok

(2232,624) 21.42o/o

'19297,336

2780,361

(12656,418)

$ 16870,480

3019,687

(1U23,794)

9421,279 $. 9466,373 (45,094) 4AA%

At June 30, 2013, the Municipality's curent assets, amounting to $5,116,365, are mainly composed of
restricted and unrestricted cash and cash equivalents ($179,660), restricted cash with liscal agent

($2,965,450), and restricted and unrestricted ifltergovemmental gBnts and contributions receivable

($1,971,255).

t1
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MIJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

FISCAL YEAR ENDED JUNE 30,20I3

The Municipality's non-curent assets, amounting to $30,639,?01, at June 30, 2013, are substantially

"o*por"a 
oi *pitut assets, with a cost basis oi$:g,oqr,s:s, which are reported net of accumulated

depreciation and amortization of $13,170,199.

At June 30, 2013, the Municipality's current liabilities amounting to $6,738,38?, arc mainly composed of
uneamed revenues ($2,151,169), accounts payable and accrued liabilities ($3,039,191), interest payable

($58,136), intergovemmertal p;yables ($1,489,953). Ureamed rcvenues principally consist of uneamed

ievenu".'associa't"d *ith municipal license taxes and intergovemmental grants and cont butions rclated

to state and federally funded gant Fograms.

The Municipality's non-currefit liabilities, amounting to $ 14,480,033, at June 30, 2013, are mainly

composed oi portion due within one year of bonds and notes payable $ 1,694,839, and the portion due

after one year ofbonds and notes payable $ 12,785,194.

As noteal earlier, net assets may serve over time as a useful indicator of the Municipality's financial

position. The asset ofthe Municipality exceeded liabilities by $ 9,421,279 at Jurle 30, 2013 The most

iignificant portion of net position $ 2,?80,161, at June 30, 2013, represen6 resources that are restricted

fo; debt service pa),rnents and to finance the operations offederal and state funded programs The another

signilicant porti;n net positioD $ 19,297,336, refleats the Municipality's investment in capital assets (e g

l;d, buildhgs, machi;ery, equipment, fumiture, fixtures, infrastucture, etc.), net ofall related debt still

outstanding that was issued to acquirc, conshuct or improve those assets. The Municipality uses these

capital assits to provide services io its citizens; consequently, these assets are not available for future

spending. elthough the Municipality's investment in capital assets is reported net of the outstanding

retated deb! the risources needed to repay that debt must be provided by other sources, since capital

assets cannot be used to liquidate these liabilities.

The remaining component of total net position consists of umestricted net liabilities amounting to

($12,656,418), at June 30, 2013. These uDrest cted net liabilities are the consequence of previous

tuages tfrat aia not provide sullicient funding for incurred lonS-telm obligations, such as bonds and

note-s payable, compensated absences, etc. Historically, a siSnificant portion of such obligations has be€n

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

The total net position ofthe Municipality decreased by $ 45,094, for the fiscal year ended June 30, 2013'

Such increase is due to the excess of total revenues $ 15,101,920, over total expenses $ 15,147,014,

including depreciation and arnortization of capital assets of $ I ,504, I 56 for the fiscal year ended June 30,

2013.

fhis Spoce Has Been Left Blank Inlentiorrall!
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

FISCAL YEAR ENDED JIINE 3 O, 20 13

The following is a condensed prcsentation of the Municipality's results of operations as reported in the

statement of;ctivities for the fiscal years ended June 30, 2013 and 2012:

Govehmertal Activilies Change

2A122013

Program'specilic opeEting 96nts

Charyes lor seryices

Total progEm rcvenues

Municipal liense ta(es

Sales a.d use tdes
un€stricled gants and

Other qeneral rcvenues (vadous

Total geneEl €venues

Total revenus

Genealgovemment

Urhao a.d economic developmeni

Culture snd ecreation

Interest on long-lerm obligations

Tolal expenses

Net i.cease (decEa*) in net

Net Position, at beginning of lisel

Net posnion, ai €nd offscal year

2499,214

259,738

5565,745

350,553

(3066,531)

(90,815)

-55.10%

-25.91%

$

$

$ 2758,952 5916,298 $ (3157,346) -53.370/o

$ 1265,277

175'1,349

1054,885

7292,923

226,602

751,932

1616,125

1904,393

772,303

6456,840

224,527

205,435

$ (350,848)

(153,044)

282,542

836,0€3

(,925)

546,497

-21-710/o

,8.04%

36.59%

12.95%

4.84%

266.O2%

12U2,968 11183,623 1159,345 10.37.h

$ 15101 920 s 17099,921 (s 1998,001) 1168%

7638,881

1241037

1499263

1102,415

1224,959

2192.240

248,219

6904,261

2102070

2402073

1150,073

1497,773

2129,U0

368,E04

734,620

(861,033)

(902,8r0)

(47,658)

e72,A14)

62,600

(120,585)

10.64%

40.96%

-37.58rh

-1A.21%

2.94%

i2.70%

$ 15147,014 $ 16554,694 $ 0407,680) 8.50%

(45,09.1)

9466,373

545,227

8921,146

(590321) -10B.27rk

545,227 6.11%

-0.48%$ 942'1,279

l3

$ 9466,373 (45 094)
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MT]NICIPALITY OF VILLALBA
COMMONWEALTII OF PIJERTO RICO

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

FISCAL YEAR ENDED JUNE 30,2OI3

As previously mentioned, the Municipality's total net position decreased by $45,094, during the cunent

fisc'al year. Approximately 2S% ($4,198,113), of the Municipality's total revenues for the culTent fiscal

y"arca-"f.omproperry,municipallicense,constructionexciseandsalesandusetaxes,while6T%
($ t o,os l,azs;, ."i"ttia from rest cted and ufiestricted operating grants and contributions'

The Municipality,s expenses cover a wiale range of services. The largest expenses ofthe Municipality for

the fiscal yiar ended June 30, 2013 were related to: (1) g€neml administrative and operating costs

($7,638,88i), which were classified as "general government" and accounted for 50oZ of total expenses,

i2) public safety ($1,102,415), which accounted for 7% of total expenses, (3) public )/orks ($2,192,240),

wirich accounted for 14% oftotal expense, (4) health and welfare ($1,499,263), which accounted for l0%

percent of total expenses (5) culturc and recteation ($1,224,959), which accounted for 8% of total

ixpenses, (6) u$an and development ($1,241,037), which accounted for 8oZ of total expenses (7)

inierest on long-term ($248,219), which accounted for 2yo of tot^l expenses. These expenses include

depreciation ofiapital assets and deferred charges in the amount of $ 1 ,504, I 5 6, for the fiscal year ended

June 30,2013.

FINANCIAL ANALYSIS OF GOVERIIMENTAL ACTIVTTII]S

Anallsk of Fihancial Position of Covernmental Funds

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. The focus of the Municipality's govemmental funds is to provide

information on nem-term inflows, oudlows, and balances of expendable resources. Such information is

useful in assessing the Municipality's compliance with finance-related legal requirements. Specifically,

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

spending at the end ofthe fiscal year.

At June 30. 2013, the total assets of govemmefltal funds amounted to $ 12,182,945, which consisted

principally of: (1) cash and cash equivalents of $179,660 (l%), (2) cash in fiscal agent of $2,965,450

i24%), (3) municipal licmses, property ?rnd sales taxes, intergovemmental, acqued interests and other

receivables of $9,037835 (74%). Such assets include cash, cash equivalents and receivables that are

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

At June 30. 2013. the total liabilities of govertunental tunds amounted to $14,366,930, which consisted

principally of: (1) uneamed revenues of $2,151.109 (15%), (2) accounts payable and accrued liabilities

ind another payables o f $10,420,'732 (73%), (3) intergovemmental accounts payable of $ I ,489,953 (10%)

and matued bonds and intercsts due and payabl€ of$ 305,136 (2%)

The total fund balances of govemmental funds amounted to ($2,183,985), at June 30, 2013, of which

$3,814,011, are rcserved for restricted, commited and assigned, while $ (5,997,996) rcpresent unassigned

fund balance. The fund balances (deficit) of govertunental tunds increased by $381,991, during the fiscal

yeal ended June 30, 2013.

Thk Space Has Been Lefr Blank Intentiofiall!
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MI'NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

The following table presents the conilensed financial position of governmental firnds at June 30, 2013 and

2012'.

Change

20122013

Total assets - major go\,emmentat funds

Total assets - other go\,emmental funds

Combined total assets

Liabilities:

Total liabilities - major go\emmental tunds

Total liabilities - other golemmenlal tunds

Combined total liabilities

Fund balances (def cits):

Restricted - maior go\emmental tunds

Restricted - other go\emmental tunds

Committed - major go\Emmental tunds

Unassigned

combined total tund balances

Total liabililies and fund balances

$ 7583,841

4s99,104

$ 5900,772

5716,9s8

11617,730

9461,449

3958,275

1683,069

(1117,854)

565215.m

%

5%

-2Wo

12182,945

10184,303

4142,627

722"454

224,352

947,206

8%

/%

6'

14366,930 13419,724

1ffi,924 Uo/6

lly2,206l -76%

l1t9,22sl -wo

1.69,5!6 -3%

(2183,985) (1801,994) (381,991) 21%

$ 12182,S45 I 11617,730 565,215

3297,U1

416,477

100.493

(5937,996)

1747,117

1758,683

819,7'18

(6167,512)

2Ao/.

FISCAL YEAR ENDED JL.].IE 30, 2013

l5
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MIJNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

FISCAL YEAR ENDED JI]NE 30,20I3

Major Governmental Funds

Generalfund(GF)-TheGFistheprincipaloperatingtundoftheMunicipality.TheGF'stotalassets

"*ornt.a 
to S+,e+o,le2, at June 30,2013 Such assets consist principally of: (1) Cash in commercial

fanks ($6a,zer, (ziaccounts receivables and due receivables from govemmental entities ($107'983), (3)

sho*-t".. amorni. d,re from other funds ($3,?46,808), and (4) restricted cash in fiscal agent ($727,106)'

The GF's total liabilities amounted to $9,610,508, at June 30,2013. Such liabilities are composed mainly

of: (1) uneamed revenues ($1,561,447), (2) due to other funds ($3,634,733) and (3) accounts payable and

accrued liabilities, including amounts due to other govemments $4,414,328.

At the end of the curent fiscal year, fund balance for restricted and assigned reached $ 1,033,650,

unassigned fund balance of the GF amounted to $ (5,997,346), while total fund balance leached

($4,964,346).

III]D Fund- The HUD Fund total assets amounted to $81,260, at June 30,2013, which consist

ffi-purry of, (l) restricted cash in commercial bank ($22,425) and (2) due ftom govemmental entities

ana oi,einrna i$.sa,s:s). The HUD Fund total liabilities amounted to $64,741, at June 30' 2013, which

are composed mainly of(l) accounts payable and accrued liabilities ($48,713) and (2) due to otier funds

($16,028). At the ind of the curent fiscal year, the HUD Fund had total restricted firnd balances

amounted to $ 16,519.

State AssignmeBt tr'urd (SAFI- The SAF total assets amounted to $1,373,950, at Jrme 30, 2013, which

*"rt.t *"t,rly 
"f{D 

*stricted cash i-o comercial banks ($53), (2) due from other tunds ($1,303,799) and

(3) due fiom other governmental entities ($?0,098). The SAF total liabilities amounted to $ 203,918, at
june 30, 2013. At the end of the current fiscal year, SAF had total restricted tund halance reached

$1,170,032.

Debt service futrd (DSFI- The DSF'S total assets amounted to $1,482,469 at June 30,2013, which

*"ri,t r""trty 
"f 

.*t t"t"d cash in fiscal agent ($1,478,135). The DSF'S total liabilities amounted to

$305,0136 ai June 30, 2013, which are mainly composed of: (l) matured bonds due and payable

($24i,000), and (2) matured interest due and payable ($58,136). At the end ofthe current fiscal year,

DSF's total and reserved fund balance reached $1,177,133.

Other eovernmental funals (OGF)- The OGF'S total assets amounted to $ 4,599,104, at June 30, 2013,

*ht"h **ttt *rtrty "f{t) 
.".t t"t"d cash and cash equivalents ($ 92,917), (2) restricted cash in fiscal

agent ($760,209), (3) aue fiom other funds ($2,330,934) and (4) receivables from intergovemmental

g;ants and cont butions ($1,403,646). The oGF's total liabilities amounted to $ 4,182,627, at l.*e 30'

iot:, *hi"tr are mainly composed of uneamed revenues ($589,662), accounts payable and accrued

liabilities ($4,568) and ihort-tirm omounts due to other funds ($ 3,588,39?) At the end of the cunent

fiscal year, oCF's total reserved firnd balance reached $ 416,477.
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MI]NICIPALITY OF VILLALBA
COMMONWEALTH OF PI]ERTO RICO

MANAGEMENT'S DISCUSSTON AND ANALYSIS MD&A) (CONTINTJED)

FISCAL YEAR ENDED JI]NE 30, 2013

Arrallsis of Openting Resulls of Govemmental Futtds

Maior Governmental Fulds

GelgIqLEg! - The total tund balance (deficit) ofthe GF indeased by ($142,665), during current fiscal

year. Total revenues, expenditures and other financing sowces (net) amounted to $11'933,895,

$12,583,185, and $506,625, respectively, for the fiscal year ended June 30, 2013

Approximately 30% ($3,634,302), of the GF's total revenues for the current fiscal year came from
property, municipal license, conshuction excise and sales and use ta-xes, while 6l% $7,287,923, resulted

irom intergovemmental grants and confiibutions. Lltercst revenues, charges for services and

miscellaneous rcvenues, amounting to $'1,01 1,670, provided 9% of the total rcvenues for the current fiscal

year.

The largest expenses of the GF for the fiscal year ended June 30, 2013 were related to: (1) general

administrative and operating costs ($8,566,663), which were classified as "general Soveroment" and

accouirted for 68% of total expenses, (2) public safety $901,702, which accounted for 1y. of total

expenses, (3) public wo*s $1,547,608 which accounted for 12% percent oftotal expenses, (4) health and

welfare $701,092, which accounted for 6% of total expenses, (5) culture ard recreation $866,120, which

accounted for 70% oftotal expeDses.

IIIID Fund - The total flrnd batance ofthe HUD Fund is $ 16,519, during current fiscal year. Total

revenues for the fiscal year ended June 30, 2013 are $ 1,522,008

Total exp€nditures amounted to $ 1,551,110, for the fiscal year ended June 30,2013 HIID Fund total

expenditures for the current fiscal year came fiom health and welfare and urban economic development to

$599,162 and $95 1,948, respectively.

State Assienment Fund (SAI"I- The total fund balance ofthe SAF decr€ased by $45,351, during current

fiscal year. Total revenue amounted to $ 5,000, for the fiscal year ended June 30,2013

SAF'S total expenditurcs for the current fiscal year came from health and welfare $681, public works

$41,670 and culture, recreative and education $8,000.

Debt service fund (DSF) - The total tund balance of the DSF increased by $178,724 during current fiscal

y*.. fotut revenues, expenditues and other financing sources (net) amounted to $649,568, $604,219

and $ I 3 3,3 7 5, respectively, for the fiscal year ended June 3 0, 201 3.

Approximately 42% ($273,?26) of DSF'S total revenues for the current fiscal year came fiom restricted

property ta-\es, while 58% ($3?5,842) came from restricted sales and use ta\es and interest. DSF'S total

expenditures for the cunent fiscal year came from principal and interests on bonds payable ($604,219).

Other qovernmental funds (OGFI - The total fund balance ofthe OGF decreased by $ 343,587, during

"urr*t 
f*"a .y"*. iota revenues and expenditures amounted to $977,206, and $1,320,803, respectively,

for ihe fiscal year ended June 30,2013. Approximately 58% ($567,274), ofOGF's total rcvenues for the

current fiscal year came from intergovernnental grants and $409,932 (42%) fiom federal gants.

t7



MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

MANAGEMENT'S DISCUSSION AND ANAIYSIS (MD&A) (CONTINUED)

FISCAL YEAR ENDED JI]NE 30, 2013

The largest expenses of the oGF for the fiscal year ended June 30, 2013 were related to: (1) health and

wetfare" ($50,iqr, which accounted for 4olo percent of total expenses, {2) urban and ecoromic

aevetop-"nt i$:z,flz), which accounted for 2% oftotal expenses and (3) public works and public safety

($ 1,237,836), which accounted for 94%.

BIJDGETARY HIGHLIGHTS

a) GeBeral Fund

The final budget of the general fund for the fiscal year ended June 30, 2013 amounted to

$12,7 47,952. Sver the course of the fiscal year, the Municipality revised the GF's budget in order to

include inoeases and decreases in revenues that were identified during the course ofthe fiscal year

based on current developments that positively affected the Municipality's finances- The laws and

regulations ofthe Commonwealth mandate a balanced budget.

The total actual revenues Oudgetary basis) of the geneml fund for the fiscal year ended June 30,

2013 were $ 11,542,661, which is 9% ($ 1,205,291), lower than the budgeted revenues ln addition,

the total actual expenditures (budgetary basis) of the general fund for the fiscal year ended June 30,

2013 were $ 11,441,986, which is 9% ($ 1,118,215), lower than the budgeted expenditurcs'

The most significant fluctuations irl actual revenues occured in construction excise ta,\es which had

actual revenues that were $ I ,546,798, lower than budgeted.

Also, the most significant fluctuations in actual expenditures and encumbrances occurred in general

govemment! which had actual expenditurcs and encumbrances that were $467,236, lower than

budgeted.

CAPITAL ASSf,TS AI\D DEBT {)MINISTRATION

Capital Assets

The Municipality has irvested $ 38,693,535 in capital assets used in goverrunental activities, which

have an accumulated depreciation and amortization of $ 13,170,199, at June 30, 2013 The net

capital assets of govemmental activities increased during the curent fiscal y€ar due to the curent
fiscal year's capital additions $1,526,194, which were partially offset by the depreciation and

amortization expeNe $ 1,504,156 for the same period.

Debt Administration

The Municipality finances a siglificant portion of its conshuction activities through bond and note

issuances, and through state and federal grants. The proceeds liom bond issuances desi$ated for
construction activftie; are committed in its entirety for such purposes and cannot be used for any other

purposes,

At June 30, 2013, the Municipality's total bonded debt amounted to $8,504,000, consisting ofbonds

payable. Such debt is backed by the full faith and credit ofthe Municipality

a)

b)
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

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

FISCAL YEAR ENDED J1JNE 3 O, 20 I 3

The following is a summary of the d€bt activity for the fiscal year ended June 30, 2013:

. Bonds payable increased by ($27,000) due to the current fiscal year's bonds payable addition

which were partially offset by the principal payments on bonds.

. The Municipality has also certain outstanding notes payable due to CRIM ($1,673,783)' Such

notes payable dicreased by $46,703, during the current fiscal year mainly due to the principal

payments made during the sarne period

ECONOMIC FACTORS AI\D NEXT Yf,AR'S BIJDGETS AND RATES

The Municipality rclies primarily on property and municipal tar<es as well as fedelal and state grants to

carry out tire govemmintal activities. Historically, property and municipal ta'xes have been very

p."di"tble *iti ircreases of approximately five percent. Federal and State gmnt revenues may vary if
new gants are available but the revenue also is very predictable. Those factors were considered when

preparing the Municipality's budget for the fiscal year 20\2-2013.

RXQUIST FOR INTORMATION

This financial rcport is designed to provide a general overview of the Municipality's finances for all of
the Municipality;s citizens, taxpayers, customers, investors and crcditors. This fnancial report seeks to

demonstraG the Municipality's accountability for the money it receives. Questions conceming any ofthe

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

Municipality of Villalba, Department of Finance.

This Space Has Been Left Blank Inlenlionall!

19



MTJNICIPALITY OF VILLALBA
COMMONWEALTH OF PIJ'ERTO RICO

STATEMENT OF NET POSITION
I'EAR ENDED JTINE 3 O, 201 3

Assets
Current rssets:

Cash in commercial banks

Cash in fiscal agent

Accounts receiwble, net of albwance for doubtfi.rl accounts:

Property taxes

Intergovernmental
Sabs tax
Mmicipal license

Miscellaneous

Total current assets

NoDcurIent assets:

Capital assets, net of accumulated depreciatbn and

amortization of $13,170,199

Total noncrment assets

Total assets

Cunent Liabilities (due within one year)i
Accounts payable

Bank OverdBft
Intergovermental payables

Accrued interest payable on bng-term debt

Uneamed revenues

Current portion of bng-term obligations:

Bonds payable

Other debts

Total cunent fabi]ities

Norcurrent liabilities (due in more thatr one year):

Total liabilitbs

Net position (defcit):
Invested in capital assets, net ofrelated debt

ResEbted for:
Hud Ftmd

Debt service

State Assignment Fund

Specirl Revenue

Unrestricted net (deflcit)

Total net positbn (defpit)

t'19$60
2965,450

3t4,961
1530,541

5116,365

25523,336

30639,701

289c,t52
t49,039

t489,953

58,136

2t51,t09

417,000

t277,839

8433,228

12785,194

21218422

19297,336

16,519

ttn 333
tt'70,032
416477

(12656,418)

s 9421279
The noles lo the finarrcial stdleme ts arc ah integral part of this stalemenl.
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MLINICIPAIITY OF VILLALBA
COMMONWEALTH OF PI]ERTO RICO

,-$

YEAR ENDED JUNE 30. 2013

Ftrnctiotrs/Drosrrme Elpenses

Op.rrting Capittl Net Erpenss

gratris rnd grank rnd .nd Chdges

contributions contributiots itrNctPosition
Chlrges for

Govemm€ntal activities :

Health ard welfarc

Public safety

Culturc, recreation ud education

Urba ard economic develoPment

Interest or long-term obliSation

Total govemmental activities

7638.881

1499.263

2192,240

I I02,4t 5

1224,959

124t,017

248,219

259,738

205,512

599,050

586.700

t23,33?

984.620

(7433,369)

(900,2r3)

(1605.540)

(979,083)

(965,221',)

Q56,417)
(248,2t9)

$ 15147,014 $ 259,?38 2499,2t4 $ $ (12388,062)

Municipal license ta\es

Construction cxci$ taxes

Total t&xes

Gtuts and coolributions, not .estrict€d to sp€cific programs

Total 8€neral revenues

Net chang€s in net Position

Net position at begiming of the ved Eeslated)

Net Position at .he end ofthe Year

fhe notes lo lhefihancial slaternenls are art integrul parl of this $tolement.

t265.2',1',1

r751,349

1054,885

226,602

4298,t11

751,932

t2342,968

(45,094)

9466,313

942t,279

STATEMENT OF ACTIVITIES
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

BALANCE SI{EET _ GOVERNMENTAI FUNDS
YEAR EM)ED JI'NE 30, 2013

A$ic@r Debr Sryie
Fund Fund

Goimlol cov.mrd
FDrd lunds

ASSEIS

DucAon gMrd adi.
Tolol Nsels

$ 6426s

121,lN

107183

1116,908

-lg,e-
2175.3t6

149,019

t139,9t3

16v.113
t56t,41

96r0.508

933,157

lm,19l
(5991.946)

(4964,346)

t 4646.162

22,125

.r3Jll

16,023

r6Jr9

6lJt5

142,333

I 92,917 $ t79,550

164209 2965;450

2,033 - 4,134

- 1303.799

s6)97 70998

1473,115

u1,N)4

58,t36

305,136

I tJ98
2310,914

1403,646

$ 4599,104

4,568

353&197

589.662

\7sJ53

733lJ4l
1530,541

_.!_-]l)!415

2890,152

,l8l,r4t
2t51.109

53,136

14366,910

3713,513

(597,996)

I 12132,945

LIABIUTIIS

Mrl'd bdds dE ald pay.ble

M*ued inlGts dw md Dlyrble
Toral lirbitiri6

FIJh'D BAIANCE

Totd 6Dd brr.rc (d.tun)
TOTAL UADIUIES AND FUND &{lrNCE
(DEsrCrr)

201,913 1142,627

|10,012 |11,333 ,"t:

16,'9 I t70,012 ltnJ3! 416,4n

$ 31260 I 1371,950 $ 1432,469 $ 4599,104

The noles lo the frnancial statemenls ate at integral parl ofthis stdement.
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MT]NICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

RECONCILIATION OF T}IE BALANCE SHEET GOVERNMENTAL FTINDS
TO THE STATEMENT OF NET POSITION

YEAR ENDED JUNE 30, 2013

Aggregate fund balance reported in the bahnce sheet - govemmental funds

Governrnental activities' amomts reported in the slatement of net position and the balance

sheet - governmental funds are differert because:

Some ofthe Muricip6lity's revenues will be collected after year-end but are not available

soon enough to pay the current period's expenditures.

Capital assets (net of accwnulated depreciation) used in governmental activities are not

fmancial resources, tlerefore, are not reported in ihe govemmenal firnds

The following liabilities are not due (matue) in the curent pe od therefore, are not

reported in lhe governrnental fimds:

Bonds payabb

Convefiibh Line of Credit

Notes payable to Municipal Revenue Collectim Center (CRIM)

Compensated absences

Other Debts

Net positim as reported io the accompanying statern€nt of net position

$ (2183,98s)

314,96t

25523,336

(85M,000)

(1961,083)

(t613:783)

(1390205)

(103,962)

$ 942t2'79

The notes to the financial slalements arc an integral pd ofthis slalemenl
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MUNICIPALITY OF VILLALBA
COMMOI.NVEALTH OF PI'ERTO RICO

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN Ftn\ID
BALANCES _ GOVERNMENTAI FI]NDS

YEAR E}''DED JTJNE 30, 2013

RE}.ENUES

ldss.mor.l g/..8 md @dibtioBl

f,XPENDITIJRES

Cultur., r.rearioD d eduerion
Urno ud ooonic deElopmdr

226.602

,.

4099_!2

2019,242

15t.932

ta7t,1l7

_____..!!.1!9.!!q

2733-26

.

, 1522,003

t41,913

3 933.395 I t522,003

"n.r*

95l,9lS

I 5.000

4,670
t20,035

t 649,563 i 977,206 S 15037,6??

366,120

rorilExradiG _-___!LgLLgt
Exes (Mciemy) orR.wnG oq .rrddifts _______@128)

OIHER FINANCINC SOURCES (JSES)

_____.!!.lJ1q 50.35r

______i4t!a -,----gMD _____lll19 --,_-G131 _____lt!1.1,29t)

Ttusfcr iD fDm olhs nr,!
Trufer oft b orh6 ntrd!
Prm.rds fron &bt is5ue

T@l oh.t linmsiog s(nlEs (U*)

XET CIIANCE IN FUND BAI-ANCES (DETICITS)

rUND BALANCE (DEIICIT) AT BEGINMNC

FI'ND BAI.ANCE (DEFICIT) AT END OF YEIR

01r,37r)

t33,175 
: 03r,37'

640.000

_______-@!!q
6,10,000 -
506,625 ,

t?c,1zr \t13,5e1) G3r,99r)

45,621 1215.331 993,609 (1301,994)

-!-EJ:. .iJg!:1 -l-L:llJl-l-lLgl l p1!!ls)

The ,rotes to the rttadcial sralements arc an integral parl of rhis slt letunl
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MUMCIPALITY OF VILLAIBA
COMMONWEAITH OF PT]ERTO RICO

RECONCILLA.TION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FTIND BALANCES OF

GOVERNMENTAL FI]NDS TO THE STATEMENT OF ACTTVITIES
YEAR ENDED JI,]NE 30,2013

Net chanse h fird bahn@s- rotal Bovemenial flrds $ (381991)

Govermenial activitjes amouts rcported in the siatemern of activfts and th. staiement of RevenEs,
e4Edinres and ch.nges in ftnd b6bnce, govemeilal firds de diflereni because:

RewNs in rh. Stat ment of Activiibs lhat & not provi& culrent fnaeiel resouces de mt
reportEd 4 revenEs in $E nnds \4243

Go!€mne,alfindsreponcapilalosthysaseryendirEs.However,intheSrrtenenlofAcrMbsthecostof
those sseB b alo.ated orer then enimaled usetul tves and rcported 6 d€preci irn expese. In the clrent
P.rb4 these mouls arc:

SoirE exlenres reported in tlE Siatement! of Activifts & rDt requirc th€ ue of cweDt fmcial reues md
thereforc de mt rcporled ai expendinres io sovernte al tu ds. Tkse &iivitbs cosist of:

Gor€rra al Activi*s:
CapitalOuthy

Excess of Capihl Ornhy over DeFeciatbn E)eense

Increde in t ng-tem obligatbN
Decrease in Compensaled Ahences
Decrcase in Other Debi

Toral A&irioml E4endirues

tE26,794

05M,156)

(640,000)

t59J61
t24255

322,638

(355.984)

$ (45,094)

Repa)reit of Fincipal of brg-tem obligalbns is m exlendrthres in the eovermental fin ls. hn the reparnent
rcdEes bngrem liab irbs in th€ statement of rer 6sets 356.000

Net chinges inEl pos h reported in ihe accohpaynbg staeiie s ofacliviis

Ihe notes lo the linancial slatements are an integral parl ofthis statemeht.
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MI INICIPAI,ITY OF VII,I,AI,BA
COMMONWEALTII OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2013

1. SUMMARY OF SIGNIFICANT ACCOI]NTING POLICMS

The Municipality ofVillalba, Puerto Rico (Municipality), is a local municipal govenrment constituted
in 1917 in the Commonwealth of Puerto Rico. The Municipality has full legislative, fiscal and all
other governmental powers and responsibilities expressly assigned by Law No. 81 of August 30,
1991, as amended, known as Autonomous A{unicipalities Act of the Commonweallh of Puerto Rico
(Act No. 8t).

The Municipality's govemmental system consists of executive and legislative bmnches. Th€
Constitution of ihe Commonwealth of Pueno Rico (the "Commonwealth") provides for the

separation of powers of the executive, legislative and judicial branches. A Mayor, elected every four
years by the citizens, exercises the executive power of the Municipality. The legislative power is

exercised by the Municipal Legislature, which is also elected every four years. The General Justice
Court System of the Commonwealth, which has jurisdiction over the Municipality, exercises the
judiciary power.

The Municipality assumes responsibility for providing services to its citizens related to public
housing, welfare, public safety, health, sanitation, education, culture, r@reation, urban and economic

developmen! and many other geneml and administative duties.

The accounting policies ofthe Municipality conform to Accounting Principles Generally Accepted in
the United States of America (GAAP) as applicable to govemmental units. The following is a

summary ofthe more significant of such policies.

o) Fifialcial Reporting Model

The accompanying basic financial statements Fesent the financial position of the govemmental

activities, each major govemmental funds, and the aggregate remaining fund infomation of the

Municipality at June 30, 2013, in conformity with Accounting Pdnciples Generally Accepted in
the United States ofAmerica (GAAP), as prescribed by the Govemmental Accounting Standards

Board (GASB). ln addition, the accompaDyirg basic financial statements present the changes in
the financial position (results of operations) of the governmental activities, each major
govemmental fund, and the aggregate remaining fund information for the fiscal year ended June

30, 2013 in conformity with GAAP.

According to the financial repotting model established by GASB Statement No. 34, Basrc

Fin@tcial Statemenls - ond Mdnagetnent's Discussion and Analysis fot State and Local
Govenl zenfs (GASB No. 34), the minimum required financial statement presentation applicable

to the Municipality is composed of the following elements: (t) govemment-wide fmancial
statements (GWIS), (2) goyemmental fund fmancial statements (GFFS), (3) notes to basic

financial statements, and (4) required supplementary information (RSD.

&tl consists of (l) a Management's Discussion and Analysis (MD&A) and (2) a budgetary

comparison schedule - general tund. RSI is unaudited supplementary information required by
GAAP presented along with, but separate ftom, the Municipality's basic financial statements.

The MD&A is anal.ralive report that introduces the accompanying basic fmancial statements and

Fovides a[ anal],tical overview ofthe Municipality's financial activities for the fiscal year ended
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MUNICIPALITY OF VILLAIBA
COMMONWXALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINT'ED)
\€AR ENDED JUNE 30, 2013

June 30, 2013, based on the Municipality's howledge of the transactions, events and conditions
reflected in the basic financial statements. The MD&A also highlights certain key fiscal policies
that confol the Municipality's operations.

The Budgetary Comparison Schedule - General lfl rd is a comparison of the actual results (using
the budgetary basis of accounting, which differs from GAAP) with the o ginal budget and the
hnal amended budget for the General Fund. A budget to GAAP reconciliation is presented
providing infomation ofdifferences between the budgetary basis of accounting and GAAP.

b) Findnc rl Repofiing Errtiltl

The accompanying basic financial statements include all departmonts, agencies and municipai
entities that: (1) are under the legal and administrative control ofthe Mayor and (2) whose tunds
are under the legal custody and control of the Municipality's Director ofFinance and Budgeg as

prescribed by Law No. 81.

The Municipality's managemenl has considered all potential component units for which it may
be financially accountable and other legally sepamte organizations for which the nature and
significance oftheir relationship with the Municipality may be such that exclusion oftheir basic
financial statements from those of the Municipality would cause the Municipality's basic
finarcial statements to be misleading or incomplete.

The Municipality's management has concluded that, based on the criteria set forth by GASB
Statement No. 14 - The Financial Repofiing Entity (GASB No. 14) and GASB Statement No. 39

- Determining Whethq Certain Oryanizations ate Compo ent Urirs (GASB No. 39), there are
no legally separate entities or organizations that should be reported as component units of the
Municipality as ofJune 30, 2013 nor for the year then ended.

c) Govemhent-t,ide Financial Stolements

The accompanying GWFS are composed of: (l) the statement of net position alld (2) the
statement of activities. These financial statements do not report fund information but rather
report infomation of all of the Municipality's govemmental activities. These statements are
aimed at presenting a broad overview of the Municipaliys finances through reporting its
financial position and results of operations as a whole, using methods that are similar to those
used by most private businesses.

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

ofavailable or cunently expendable financial resources (refered to as fiscal accountability), but
on operational accountability information about the Municipality as a single economic unit.
Operational accountability is the Municipality's responsibility to report to the extent to which it
has met its operating objectives efficierdy and effectively, usi[g all resouces available for that
purpose. It focuses on the Municipality's principal operating objective, which is to provide
seflices to its citizens.

The accompanying statement of net position provides short-term and long-tem information
about the Municipality's financial position and condition by presenting all of lhe Municipality's
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MI'NICIPAIITY OF VILLALBA
COMMONWEAI,TH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JUNE 30,2OI3

assets and liabilities, with the difference between these two items repoded as .,net positiol,,
(equi9. This statement assists management in assessing the level of services that can be
provided by the Mur cipalify in the future, and its ability to me€t its obligations as they become
due. In addition, this statement reports the extert to which the Municipality has invested in
capital assets, including iffrastrucfure, and discloses legal and contractual rcstrictions on
resoutces.

Net position is classified in the accompanying statement of net position within the following
three categories:

. Invested in capital assets, tret of related debt These consist of capital assets, net of
accumulated depreciation and amortization, reduced by the outstanding balances of bonds,
notes and other debt that are att buted to the acquisition, construction or improvement of
those assets. For the purposes of detemining the outstanding d€bt attributed to capital assets,
the total long-term debt related to the acquisition, construction or improvement of capital
assets have been r€duced by any related unspent debt proceeds and any rclated unamortized
debt issuance costs.

Restricted- These consist of net position restricted by extemal parties (such as creditors,
grantors, contributors, Iaws or regulations of other govemments, etc.), or net position fo.
which constraints are imposed by constitutional provisions or enabling legislation. Enabling
legislation is defined as legislation that authorizes the Municipality to assess, le\ry, charg€ or
otherwise mandate payment of resources (fiom extemal rcsource providers). Enabling
Iegislation establishes restrictiom if it includes a legally enforceable requhement that those
resources be used only for the specific purposes stipulated in the legislation.

The classification of restricted net position identifies resources that have been received or
eamed by the Muicipality with an explicit uoderstanding between the Municipality and the
rcsoulce providers that the resources would be used for specific purpos€s. Grants,
contributions and donations are often given under those kinds of conditions. Bond
indentures also often limit the use ofbond proceeds to specific purposes.

Internally imposed designations of resouces, including earmarking, arc not reported as
restricted net position. These designations consist of management's plans for the use of
resources, which are subject to change at fte discretion ofthe Municipal Legislature.

Utrrestricted - These consist of net position that are neither extemally or legally reshicted,
nor invested in capital assets. Howev€t uffest cted net position often are designated to
indicate that management does not consider them to be available for geneml operations.
Unrestricted net asset often have constraints that are imposed by management, but can be
removed or modified.

When both restricted and unrestricted resources are available for use, it is the Municipality's
policy to generally use reshicted resources firs! and then unrestricted resources as th€y are
needed.
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR EI\DED JUNE 30, 2013

The accompanying statement ofactivities presents the results ofthe Municipality's operations by
showing how the Municipality's net position changed during the yeff ended June 30, 2013, using
a net (expense) revenue format. This statement presents the cost of each function/prcgram as

well as the exlent to which each of the Municipality's functions, programs or other seryices

either contributes to or dlaws fiom the Municipality's general revenues (such as property taxes,

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

A function/Fogram describes a group of activities that are aimed at accomplishing a major
service or regulatory responsibility. The functions/programs reported in the accompanying basic

financial statements are: (l) general govemment, (2) urban and economic development, (3)

public safety, (4) health and welfare, (5) culture, recreation and education, and (6) public works.

The govemmental operations of the MuDicipality's departments and operational units are

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

General GoYemment:
Municipal I-egislature

Mayor's Office
Department of Finance and Budget

Department of Human Resources

Departrnent of Municipal Secretary

Department of Intemal Audit

Public Works:
Department of Public Wo*s

Public S.fety:
Department of Municipal Police

Oflice of Emergency Management

Eealth aDd Welfare:
Deparhnent of Elderly Affairs

Culture snd Recreation:
Depafirnent of Recreation and Sports
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30, 2OI3

The statement of activities demonstates the degee to which pro$am revenues offset direct

expenses of a given function/progam or segments. Direct expenses are those that arc clearly

identifiable with a specific function, segment or operational unit. This statement reports revenues

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

Program revenues are generated directly ftom a program itself or may come from pa ies outside

the Municipality's tarpaye$ or citizens. IIl the statement of activities, prognm revenues reduce

the costs (Jxpenses) ofthe functior/progmm to arrive at the net cost ofthe function/program that

must be fininced fiom the Municipality's geneml revenues. The accompanying statement of
activities sepamtely repotts the following categories ofprograrn revenues:

. Charges for services - These Sene.ally consist of exchange or exchange-like tranMctions

involving charges to customers or applicants who purchase, use or directly benefit from the

goods, services or pdvileges provided, or are otherwise dircctly affected by the servic€s.

ihese include fees charged for specific services, charges for licenses and permits, and fines

and forfeifures, among others.

. Progrrm-specilic capital and operati[g granls and cotrtributions These consist of
transactions that are either mandatory or voluntary non-exchange tansactions with other

governments, organizations, or individuals that restrict the tesources for use in a particular

pro$am. Capital gants and contributions consist of capital assets or resources that arc

restricted for capital purposes - to purchase, coDstruct or renovate capital assets associated

with a specific program. Operating grants and contributions consist of resources that are

required to be used to finance the costs of operating a specific program or can be used either

for operating or capital purposes of a specific program. Restricted capital and opemting
gmnts and contributions are progriun tevenues b€cause they are specifically attributable to a

progmm and reduce the net expense of that progam to the Municipality. They are reported

net of estimated uncollectible amounts.

General revenues arc the default category for revenues lt includes all revenues and gains that do

not meet the definition ofprogram revenues. Property ta-xes, municipal license taxes, sales taxes

and construction excise taxes are reported as general rcvenues All other nontax revenues

(including unrestricted investment eamings, grants and conaibutions not restricted for specific

progmms and miscellaneous revetrues) tiat do not meet the definition of program revenues are

ilassifted as general reveDues. Resources that are dedicated intemally by the Municipality are

reported as geneml revenues mther than as program rcvenues. All general aevenues are reported

nei of estimated uncollectible amounts, which are recorded as reduction of revenues rather than

as expenses.

The gmeral governmerx, functior/program rePorted in the accompanying statement of activities,

includes expenses that are, in essence, indir€ct or overhead expenses ofthe Municipality's other

functions/pro$ams. Even though some of these costs have been charged to other funds in the

gor"--"ntal fund financial statements as indirect cost allocations permitted under some federal

pro$arns, the Municipality has reported these indirect expenses as direct expenses ofthe general

govemment function. Accordingly, the MuniciPality does not allocate geneml govemment

(indirect) expenses to othet frlnctions.
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YEAR ENDED JI]NE 30, 2OI3

d)

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

sources/uses among govemmental funds) have been rcmoved from the accompanying statements

ofnet position and activities.

The Municipality classifies all of its activities as govemmental activities in the accompanying

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

other non-exchange revenues that can be used to support the Municipality's progmms or

services. These govemmental activities are also generally rcported in the govemmental fimd
financial statements-

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

holding or managing net position for specific individuals or other extemal parties in accordance

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

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

business enterpnses, where the costs of providing goods or seruices to the general public is

fmanced p marily through user charges.

Gow rnerrlal Fund Financiol Slalements

The accompanying GFFS are composed of: (l) the balance sheet - govemmental funds and (2)

the statement of revenues, expenditures and changes in firnd balances - govemmental funds
These financial statements report the financial position and results opemtions of the

Municipality's governmental funds by presenting sources, uses and balances of current financial
resources. Some ofthese financial statements have a budgetary odentation and focus primadly
on: (1) the Municipality's major funds, as defined below, (2) the fiscal accountability and (3) the

individual parts of the Municipality's govemment. Fiscal accountability represents the
Municipality's responsibility to justify that its actions in the cunent year have complied with
public decisions conceming the raising and spending of public moneys in the short term (one

fiscal year).

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

expenditures- The accompanying GFFS segregate governmental funds according to their
intended purpose and are used in demonstrating compliance with legal, financial a$d contractual

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

self-imposed managerial requirements established by the Municipality For financial r€porting
purposes, the Municipality classifies its goverinental firnds within the following catogories:

. Ge erul fand - The general fund is the Municipality's main operating fund and a major
govemmental fund, as defined below, used to account for all financial resources and

govemmental activities not accounted for and reported in another fund. It is presumed that
the Muricipality's goverrunental activities have been reported iD the geneml fund except for
transactions for which one of the following comp€lling reasons has required the use of
another fund: (1) legal requirements, (2) GAAP requircments or (3) the demands of sound

financial administration requidng the use ofa governmental fund other than the general fund.
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. HUD Fund this is the tund used to account for all the transactions of the HIID Awards.

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

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

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

limitations of each Hud fund are specified by federal statutes.

. State Assig ment Furrd - This is the fund used to account for all the transactions of the State

Assignment by Legislature Resolutions. The primarily objectives of this assignments is to
development of minor projects on communities, not_for-profit organizations and indirect

assignment to persons of low and modemte irtcome.

. Debt Senice Fut d - The debt service fund is a major govemmental fund, as defined below,
used by the Municipality to account for all financial rcsources that arc restricted, committed,
or assigned to expenditure for principal and interes! for (l) bonds payable for which debt

service paynents are legally mandated to be accounted for in a debt service fund and/or (2)

bonds payable or any general long-term debt for which the Municipality is being
accumulating financial resources in advance to pay principal and interest payments mafuring
in future years. During the fiscal year ended June 30,2013, the financial activity accounted

for in the debt servic€ fund was specifically related to bonds payable.

The outstanding balance ofgeneral long{erm obligations for which debt service payments do

not involve the advance accumulation ofrcsowces (such as notes payable, obligations under

capital leases, acqued compensated absences, and claims and judgments) are only accounted

for in the accompanying statement of net assets. The debt service payments of such debts, as

applicable, are generally ac€ounted for in the general fund

. Othet Govem eitol Funds - Other Govemental Funds are all non major govemmental

funds, used by the Municipality to account fol the proceeds of specific revenue soulces that
arc rest cted or commifted to expenditure for specified purposes. The uses and limitations of
each fund are specified by municipal ordinances or federal and state statutes. However,
resources restricted to expenditure for purposes normally finaaced from the general fund are

reported in the Municipality's general fund provided that all applicable legal requirements are

appropriately satisfied. In this case, other govemmental funds to account for such kind of
fansactions will be used only iflegally mandated.

The focus of the govemmental fund financial statements is on major fuDds, which genemlly

rcpresent the Municipality's most important funds. Accordingly, the Municipality is rcquired to
segrcgate govemmental funds arnong major and nonmajor within the govemmental fufld
financial statements. Major individual govemmental funds are reported individually as seParate

columns in the govemmental fund fmancial statements, while data from all nonmajor
govemmental funds are aggregated into a single colulnn, rcgardless offund O?e.

By definition, the Municipality's general fund is always considered a major governmental fund
for financial reporting purposes. ln addition, any other fund is considered a major firnd for
financiat reporting purposes if its total assets, liabilities, revenues or expenditures of that
individual govemmental fuDd are at least l0 percent of the coresponding element total (assets,

liabilities, revenues or expenditurcs) for all govemmental funds. For the purposes of applying
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the aforementioned major fund criteria, no eliminations of interfirnd balances have been made.
Total revenues for these purposes means all revenues, including operating and nonoperating
revenues (net of allowances), except for other financing sources. Total exp€nditures for these
purposes mean all expenditures, including operating and nonoperating expenditures, exc€pt for
other financing uses.

Based on the aforementioned criteria, the Municipality's major govemmental funds reported in
the accompanying govemmental fund financial statements are: (1) the general fund, (2) the IruD
fund (3) the state assignment firnd and (4) debt service tund.

Generul fund - T\e general tund is the Municipality's main operating firnd used to account for
all financial resources and govemmental activities not accounted for and reported in another
tund.

HUD Fuhd -T'l1is is the fund used to account for all the tansactions of the rIUD Awards. The
primarily objectives of this program is the development of viable communities by providing
decent housing, rent assistance, a suitable living envirolment and expanded economic
opportunities, principally for persons oflow and modemte income.

Slate Assigt ment Funl * This is the fuDd used to account for all the transactions of the State
Assignme[t by Legislature Resolutions. The primarily objectives of this assignments js to
development of minor projects on commu ties, not-for-profit organizations and indircct
assigtunent to persons of low and moderate income.

Debt Seflice Furul - The debt service fund is used by the Municipality to account for all financial
resources that are restricted, committed, or assigled to expenditure for principal and interest; for
(1) bonds payable for which debt service palments are legally mandated to be accounted for in a
debt service tund and,/or (2) bonds payable or any general long-term debt for which the
Municipality is beiDg accumulating financial resources in advance to pay principal and interest
pa),rnents maturing in future yeals.

e) Melrsurement Focns afid Bask oJfAccomting

Govemment-wide financial statements - The accompanying GWFS are prepared using the
economic resources measurcment focus and the accrual basis of accounting. Subject to the
additional rules and limitations detailed below, revenues (including interest income) are
generally recorded when eamed and expenses are generally recorded when a liability is incured,
regardless ofthe timing of related cash flows.

All revenues, expenses, gains, losses, assets and liabilities rcsulting from exchange and
exchangelike tansactions are generally recorded when the exchange takes place. In exchange
transactions, each party to the transaction receives and gives up essentially equal values.

An exchange-like transaction is one in which there is aD identifiable exchange and the values
exchanged, though related, may not be quite equal. Nevertheless, the exchange characteristics of
the exchange-like transaction ale stro[g enough to justi& teating it as an exchange for
accounting purposes (examples include fees for licenses and permits, charges for services, and
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miscellaneous revenues, which arc recorded as revenues when collected because they are
generally not measumble until actually rcceived).

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

recorded using dre criteria set forth by GASB Statement No. 33, Accounting and Findncial
Reporting Jor Nonexcha ge Transactions (GASB No. 33), which the Municipality adopted on

July l, 2003. GASB No. 33 established accounting and reporthg standards for nonexchange
transactions involving cash and financial or capital resources (for example, most taxes, grants

and private donations). In a nonexchange transaction, the Municipality gives (or r€ceives) value
without directly .eceiving (or giving) equal value in retum. This is different fiom an exchange

transaction, in which each party receives and gives up essentially equal values. Accoding to
GASB No. 33, the Municipality groups its nonexchange transactions into the following four
classes in the accompanying basic financial statements: (a) derived tax revenues, (b) imposed

nonexchange revenues, (c) govemment mandated nonexchange transactions, and (d) voluntary
nonexchange transactions

ln the case of dedved tax revenue transactions (such as municipal license taxes), which result
from assessments the Municipality places on exchange ftansactions, receivables and revenues are

recorded when the underlying exchange has occurred (that generally is, when the taxpayers' net

sales or revenues subject ro tax take place).

In the case of imposed non-exchange revenue fansactions (such as property taxes), which result
from assessments made by the Municipality on nongovemmental entities, including individuals,
other thmr assessments on exchange transactions, rcceivables arc generally rccoded in the period
when an enforceable legal claim has ariseD. Property taxes arc genemlly recorded as revenues
(net of amounts considered not collectible) in the period when resources arc required to be used

or the first period that the use ofthe resources is permifted.

Govemment-mandated non-exchange tansactions (such as grants and contributions) result when
a govemment at one level (such as the federal or state govemment) provides resources to another
gover.m€nt (such as the Municipality), and the provider govemment requires the recipient
govemment to use those resources for a specific purpose or purposes established in the
provider's enabling legislation. ln these types of transactions, ,eceivables and revenues are

generally recorded as follows:

. For reimbursement-type (commonly known as "expenditure-driven awards"), receivables

and revenues are recorded when all eligibility requLements imposed by the provider
have been meL The Municipality must expend rcsources on the specific purpose or
prcject before the provider reimburses any amounts- Revenue is, thercfore, generally

recognized as quafirying reimbursable expenditures are incurred.

. For other types of gants (mainly gants and conhibutions with purpose restictions but
with no time requirements), receivables and revenues me recorded when all applicable

eligibility requirements are met. When the provider is a govemment (including the
govemment ofthe United States ofAmerica) the applicable recognitiofi period for both,

the provider and the recipien! is the provider's fiscal year and begins on the first day of
that Year.
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Voluntary non-exchange transactions (such as donations and certain grants and entitlements)

r*riin,i. i"gi.l",ir" ;. contactual ag;eements, other than exchanges, entered into willingly by

;;';;;;;"p*i;,. In these q?es of hansactions, receivables and revenues. are generally

accounted for in the same manner as gover nent-mafldated non-exchange transactions discussed

above.

Receipts of any q?e of revenue sources collected in advance for use in the following pe od are

recorded as deferred rcvenues.

Events that are neither exchange nor non-excharge transactions arc recorded when it is probable

thar a loss has been incured and the amount ofloss is reasonably estimable'

According to GASB No. 34, all general capital assets and the unmatured long{erm^liabilities are

recorded 
-only 

in the accompany;ng statement of net position. The measurement focus and the

basis of accounting used in ihe accompanying GWFS differ significantly fiom the measurement

focus and basis oiaccounting used in the priparation of the accompanying govemmental fund

financial statements. Therefore, the accompanying goverrunenlal fund financial statements

include reconciliations, as detailed in the accompanying table of contents, to better identify the

relationship between the GWFS and the govemmental fund financial statements'

Govertr ental funal financial strtemeuts _ The accompanying GFFS are report€d using the

",r..""t 
frn"*iA resources measurement focus and the modified accrual basis of accounting'

Revenues are generally recognized as soon as they are both measurable and available Revenues

are generalf Jonsidered to be available when they are collectible within the curr€nt-yem ol soon

enoigh theieaffer to pay liabilities of ihe current year. For this pupose, the Municipality

consrlers most .evenuis to be available if collected within 90 days aiier June 30, 2013, except

for property ta.(es for which the availability period is 60 days. Revenue souces not meeting this

availability criterion or collected in advance are lecorded as deferred revenues at June 30, 2013'

The priniipal revenue sources considered susceptible to accrual include propefiy taxes'

municipal license taxes, intergovemmental grants and contributions and.interest income These

principal revenue sources meJt both measurability and availability criteria in the accompanying

iiFFS, except for amounts recorded as defened (eamed and unavailable) revenues'

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

above, all revenues, expenses, gains, losies, assets and liabilities resulting fiom exchange and

exchange-like traniactions arJ aho generally recorded when the. exchalge takes place'

Accord-ingly, fees for licenses and permits, charges for services and miscellaneols rcvenues are

recorded 
-as 

revenues when collecied because they are genemlly not measurable until actually

received.

A1l revenues, expenses, gains, losses and assEts resulting from non_exchange tansactions are

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

GASB No. 33 for non-exchange transactions, but subject to and limited by the availability

c teria discussed above. Accordingly, property lax and municipal license taxreceivables are also

generally recorded in the fiscal year when an enforceable legal claim has arisen w-hile property

fx and'municipal license tax ievenues (net of amounts considered not colle-ctible) are also

generally recordid in the fiscal year when resources are requircd to be used or the first fiscal year
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thattheuseoftheresourcesispermitt€d.Receivablesandrevenuesfromreimbursement-t}?e
g.".",- 

""r"it"ii".." 
donations and entitlements are also generally recorded as qualiSing

i"i*Lr.tuuf" er,p"oditu.". ale incuned , \,hile receivables and revenues from other t)'pes of
grurrt, *".""o.a"a *l"n all eligibility requirements imposed by the provider have been met'

Interestincomeisrecordedwheneamedonlyifcollectedwithin90daysafteryea,-endsince
these would be considered both measurable and available.

Pursuant to the provisions of GASB Interpretation No. 6, Recognition and Measurement oJ

Certain Liabilifie; ond Exryn.litures in Govemmehtal Fund Fina,cial Slale''e'r'r (GASB No' 6)'

in the absence of an explicit requirement (ie., the absence of an applicable modification'

discussed below) the Municipality genemlly accrues a govemmental fund liability and an

expenditure (inciuding salariei, professional services, supplies, utilities, etc) in the period in

*tii"h tl," gou"--"niincurs the iiability, to the extent that these liabilities are normally expected

to be liqui;'ated with cunent available fmancial resources. GASB No. 6 modified the recognition

criteria for certain expenditures and liabilities reported under the modified accrual basis of
accountiag prior to GISB No. 34, and clarified a number of situations in which the Municipality

should distinguish between govemmental fimd liabilities and general long-tem liabilities'

Therefore, thJ accompanying balance sheet govemmental funds genemtly reflects a-ssets that

will be converted int; cash io satis! current liabilities. Long_term assets (except for accounts

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

satisry current Iiabilities are genemlly not accounted for in the accompanying balance sheet -
govemmental funds. At the s;ne fime, long-term liabilities (generally, those unmatured that will
iot require the use of current finarcial rcsouces to pay them) are not accounted for in the

accompanying balance sheet - govemmental funds.

Modiflcations to the accrual basis ofaccounting in accordance with GASB No 6 inclttde:

. Principal and interest on bonds payable are recorded when they mature (when pa)4ne[t is

due), ixcept for principal and interest due on July l, 2013, which have been rccorded as

gor".."ntnl fund tiubilities at June 30, 2013, which is the date when resources are available

in the debt service fund (generally, June 30).

. Notes payable, obligations under capital leases, compelsated absences, and amounts subject

to accruei claims and judgments under litigation are recorded only whefl they mature (when

payment is due).

. Certain accrued liabilities not due and payable or not nomally expected to be liquidated with

cu[ent available and expendable financial resources are recorded in the accompanying

statement of net position. Such liabilities are recorded in the govemmental funds when they

matule.

. Executory purchase oralers and contracts are recorded as assignments of fund balance in the

govemmental funds FFS.

Liabilitiesoutsidetheboundsoftheseexceptionsolmodificationsarereportedasgovemmental
tund liabilities rrr'hen incuned (including salaries, professional services, supplies, utilities, etc.)

36



MIJNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINT'ED)

YEAR ENDED JIINE 30, 2013

since these liabilities normally are paid in a timely maoner and in full ftom current financial

resources.

ThemeasulementfocusoftheGFFsisondecleasesinnetfinancialresources(expendifures)
.u,h", ,ttun 

"*p"nr"t. 
Most expenditures are measurable and are recorded when the related

!or"--"nt"f 
'firnd liability is incured. Allocation of costs, such as depreciation and

imortization, are recorded in the accompanlng statement of activities, but are not recorded in the

accompanying GFFS.

All general capital assets and the unmatured long{erm liabilities (determined using the modified

accrial basis oi accounting) are incotporated into the accompanying statement of net positiofl

f) Slewardship, Compl rnce a d AccounlabiliE

Budgetarv Control

According to the Autonomous Municipalities Act of the Commonwealth of Pxerto Rico, the

Mayor aid its Adminishative Cabinet prepare annual budgers each fiscal year for the

Mu;icipality's general fund and debt service tund. Such legally adopted budgets are based on

"*pected "*ienditu."t 
by proglam and estimated resources by source for both funds The annual

budgets are_developed using elements of performance-based progmm budgeting-and zero-based

budleting, and include estimates of revenues and other r€sources for tie ensuing fiscal year under

lawi and regulations existing at the time the budget is prepared

The Mayor must submit an annual budgetary resolutiofl ptoject (the Project) 1o the Commissioner

of Municipal Affairs of Puerto Rico (the Commissioner) and the Municipal Legislature no later

than each May l0 and May 31, respectively The Corunissioner preliminary ve'ifles that the

Project compies vr'ith aU the applicable laws and legulations and may prcvide comments and

suggestions to the Mayor on or before each June I 5.

The Municipal Legislature has 10 business days, up to June 15, to discuss and approve the

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

Mayor but may not increase any items so far to cause a delicit without imposing taxes or

identi$ing othir sources of revenue to cover such deficit. After the Municipal Legislahre

modifies ind preliminarily approves the Project, the modified Project is seDt back to the Mayor

for his approvil or rejection ;ithin 6 days The Mayor may decrease or€liminate any line item

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

budget; in their endrety and retum it to the Municipal Legislature with his objections lf the

Mafor rejects the hoject, the Municipal Legislature will have up to 8 days to adopt or reject th€

recommendations or ob.lections ofthe Mayor. The approved Project is sent again to the Mayor'

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

ff the budgets are not adopted prior to the end of the deadlines refened to above, the annual

budgets for the prec€ding fiscal year, as approved by the Legislature and the Mayor, arc

auto-matically retr;wed for the ensuing fiscal year until the Municipal Legislature and the Mayor

approve new budgets. This permits the Municipality to continue making payments for its
operations and other purposes until the new budgets are approved.
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The annual budgets may be updated for any estimate revisions as well as year-€nd encumbrances

"no 
may in"tuai uny uddition;l infomation requested bylhe Municipal Legislature 

,The 
Mayor

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

of the Municipal Legislature

The Municipality's Departrnent of Finance and Budget has the responsibility 10 ensure that

budgetary spending control is mai-ntained. For day-to_day management control,-expenditures

plrrr-encr.b.anceJ*uy not exceed budgeted amounts at the expenditure-q?e level of each cost

center (activity within a program within a tund) The Mayor may transfer unencumbered

appropriationJwithin programs within funds. The Municipal Legislature may transfer amounts

among prcgrams within and among funds.

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

appropiiation) is at the functionvprogam level (general govemment, urban and economic

divelopment, public safety, health and sanitation, culture, reueation and education, and public

housing and welfare) within a fund.

Under the laws and tegulations of the Commonwealth, the approp ations made for any fiscal

year shall not exceed the total revenue, including available suplus, estimated for said fiscal year

unless the imposition oftaxes sufficient to cover said appropriations is provided.

Budsetara Accou[tinq

The Municipality's annual budgets are prepaled under the budgetary (statutory) basis of
accounting, which is not in accordance with GAAP.

Under the budgetary basis of accounting, revenue is genemlly recognized when cash is received'

Short{erm and long-term bonowings may be used to finance budgetary excess of expenditures

The Municipality uses encumbrance accounting to record the full amount of purchase orders,

contracts and other commitments of appropriated resources as deductions fiom the appropdation

p or to acfual expenditure. In the govemmental funds, encumbmnce ac.ounting is a significant

aspect of budgetary contol. Accordingly, expenditures are generally recorded when the related

eipentliture ii incuned or encumbered. Available appropriations and encumbrances arc

"rLbli.h"d 
to lup"" on" year after the end of the fiscal year. Amounts required to settle claims

andjudgments against the Municipality, arld certain other liabilities, are not recogrized until they

o." enJu.b".ed or otherwise piocessed for palment. Unencumbered appropriations and

€ncumbmnces lapse at year-end. Othea appropriations, mainly capital projects approp ations,

are continuing accounts for which the MuniciPal Legislature has authoriz€d that an unspent

balance from ihe prior year be carried forward and made available for current spending

The accompanying budgetary comparison schedule provides information about the general fund's

original budget, tie amindments made to such budget, and the actual geneml tund's results of
opJrations under the budgetary basis of accounting for the fiscal year ended Jme 30, 2013'

F;fther details ofthe Municipality's budgetary control at the Iegal level may be obtained from the
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Budsetarv Liquidation Report for the fiscal year ended June 30, 2013 Copies ofthat report may

be o;tained by writing to tie Vunicipaliq's Director of Finance and Budget'

Accounting principles applied for purposes of developing data on a budgetary basis differ

significant-$ flom itrose uied to presint the governmental fund financial statements h conformity

,Itl caai. Accordingly, the aicompanying budgetary compa son schedule is accornpanied by

a reconciliation of the differcnces between the budgetary basis and GAAP actual amounts'

The Municipality does not legally adopt budgets for the State AssiSnment Fund and Hf'ID Fund'

The financial reiources received by these funds are not subject to budgeting by the Municipality

since the resources received each year from the respective Sranto6 varies fiom year to year, and

the respective amounts ale granted at their discretion.

g) Urrrcstricted and Resrricted Deposits

The Muricipality's deposits are composed of cash on hand, demand deposits and cash

equivalents in: (i) commercial banks, (2) the Govemment Development Bank for Puerto Rico

(dDB), a govemmental bank and a major component unit of the Commonwealth, who is

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

Collection Cenier (CRM, by its Spanish acronyms), a govemmental entity responsihle for the

imposition and collection ofproperty taxes on behalfofatl municipalities of Puerto Rico'

The Municipality foUows the practice ofpooling cash. The balance in the pooled cash account is

available to miet current operating requirements. Under the laws and regulations of the

Commonwealth, public tunds deposited by the Municipality in commercial banks must be fully
collateralized for the amounts dePosited in excess of the federal depository insurance generally

provided by the Federal Deposits Insurance Corporation (FDIC) An securities pledged as

collateral are held by agents designated by the Secretary of the Treasury of the Commonwealth,

but not in the Municipality's name.

Restricted ass€ts include cash and cash equivalents in commercial banks, GDB and CRIM These

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

discussed below, which are established by applicable ageements or required by law

Restricted cash with fiscal agent in the geneml and debt service firnds represent propety tax

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

as established by law. Restricted cash in fiscal agent in other govemmental funds consists of
unspent proceeds of bonds and notes, and the balance of interest and nodnterest bearing accounts

vhich are restricted for: (l) the acquisition, conshuction or improvement of major capital assets

and the operations of federal and state firnded programs.
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h) [Jfirustricteil and Restricleal Accou ts and Notes Receivable

ln the accompanying GWFS, receivables consist ofall revenues eamed but not collected at June

30, 2013. Major riceivable balances for the governmental activities include property taxes

municipal license and intergovernmental receivables.

Tax receivables in the geneml fund rep.esent uncollected propefy taxes Restricted ta'{

receivables in the debt seriice fund consist of uncollected property taxes, which are resfficted for

the payment ofthe Municipality's debt se ice, as establish€d by law.

krtergovernmental receivables are composed of: (l) amounts owed to the Municipality for

reimiursement of expenditures incured puBuant to fedeml and state funded programs (recorded

in the general fund, ipecial revenue funds and capital project funds), and (2) corhibutions in lieu

of taxe; fiom the Puerto Rico Elect ic Power Autho ty, recorded in the general fund'

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

which are determined, based upon past collection experience, historical hends, cur€nt economic

conditions and the periodic aging of accounts receivable.

Activities among funds that ,Lre representative of lending/boriowing anangements outstanding at

the end of the fiscal year are referred to as either "due tolfiom other fundj' (i e the curent

portion of interfund l;ans) or "advances to/fiom other funds" (i e., the non_current portion of
interfirnd loans). All other outstanding balances between firnds are reported as "due to/fiom other

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

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

and are not expendable available fmancial resources.

Capilol Assels

Capital assets used in govemmental activities include land and land imProvements, buildings,

structues and building improvements, machinery and equipment, flmiture and fixtures, licensed

vehicles, constructionin piogress, and infiastnrcture. These assets are capitalized and reported in

the accompanying statement of net position. Infiastructure assets are generally stationary in

nature and iniluJe roads, b dges, steets arld sidewalks, drainage systems and other similar

assets.

In the statement ofnet positioq all capital assets are fecorded at cost or estimated historical cost

if actual cost was unavailable, except for doDated capital assets, which arc recorded at their

estimated fair value at the date of donatioD.

The Municipality's capitalization levels are $5OO on pe$onal property For improvements other

than buildings, ihe caiital outlay must be greater than $10,000, extend the estimated usetul life

for tetr years, and be geater than 1 0% of the original cost of the asset

Major outlays for capital assets and improvements are capitalized in the statem€nt of net position

as projecs are constructed. The costs ofnormal maintenance and repairs that do not add value to

th;asset or mate ally exteld capital asset lives are not capitalized.
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DeDreciation and amonization expense is rccoraled only in the govemment-wide statement of

u"iiuiii"r. ffotu"r.., tftere is no deprecialion or amortization recorded for land and construction-

in-dosress. DeDreciable capital assets are generally depreciated or amortized over thei'

eitimaied usetirt'tives under tire straight - Iine method, except for machinery and equipment held

u;der capital leases which is deprecilated over the shorter of its estimated useful life or the lease

term. Tte estimated useful lives ofmajor capital asset categories are:

Years
30
30

3- 10

5

15-20
10-50

Depreciation and amo(ization expense on capital assets are recorded.as direct expenses of the

functior,/prog."- specifically identified with the asset. Depreciation and amortization of
inftastru;tur; is noi allocatei to various functions/programs but reported as direct expenses of
the urban.

Reviev of Carrying value of Capital Assets for Impairment - The Municipality reviews the

carrying value o'I'capital assets for impairment whenever a significant and unexpected decline in

service utility ofcapital assets occrrrs.

j) Adtance Rewnues

The Municipality reports aleferred revenue on its GFFS and GWFS In the GFFS, deferred

revenue mises when:

. Potential revenue do€s not meet both the "measurable" and "available" criteria for revenue

recognition in the curent pe od. As previously discussed, available is defined as due (or

past-due) at June 30, and collected within 90 days (60 days for property taxes) therealier to

pay obligations due at June J0, or;

. The Municipality receives resources before it has a legal claim to them ln subsequent

periods, when the revenue recognition criterion is met, the liability for defened revenue is

removed and revenue is recognized.

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

resources before it has a legal claim to them

k) Compensated Abse ces

Compensated absences are accounted for under the provisions of StatementNo .16, 
Accoffiting

for tompensated Abse*ces, issued by GASB (GASB No' t6) Compensated absences include

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

iorp.nru,ory time. The liability for iompensated absences recorded in rhe accompanying

Capital Asset
Buildings
Improvement Other Than Buildings
Equipment
Vehicles
Recreation facilities
Infrastructure
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statement of net position is limited to leave that: (l) is attributable to services aheady rendered

"r 
oit"i"* luni :0, z0l3 and (2) is not contingent on a specific event (such as illness) that is

outtia" tn" 
"ont 

ot oi *,e Municipality and the employee The liability for compensated abseflces

inliudes satary-related costs, which arc dircctly and incrementally related to the.amount of salary

paid to the employee (such as employer's share ofsocial security ta-(es and medicarc taxes)'

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

of regular vacationi at a rate of2 5 days per month (30 days per year) per employee Employees

accuirulate regular sick leave at a rate;f l5 days per month (18 days per-year) Employees

accumulate co;pensatory time at a mte of 1.5 times the overtime worked All vacation and sick

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

employees each year, if not consumed, as required by law.

Upon termination of employment, an employee receives compeflsation- for.all accumulated

unpaid regular vacatiol ieave at the curent rate. In the case of regular sick leave, if the

employeeierminates his or her employment with the Municipality before reachhg 10 years of
servicis, such regular sick leave is ;ot paid to the employee, ifnot consumed Upon termination

of emplol,rnent, 
-an 

employee does not receive compensation for compensatory time, if not

con.umed. Aft.. l0 yeals of services any rcgular sick l€ave balance is paid to the employee'

Accumulated vacation time is fully vested to the employee at any time.

The liability for compensated absences is reported in the statement ofnet position A liability fot

compensatid absencis is reported in the GFFS only if they have matured, for example, as a result

of employee resignations and retirements

l) Lorrg-tem Debl

The loflg-term liabilities reported in the accompanying statements of net-poJitjon include the

Municip;lity's bonds, notei, obligation under capital leases, compensated absences and legal

claims and judgments.

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

accomp-anying statement of;et position Principal and interest payments-on bonds due in July I
of the-foliowing fiscal year are recorded as tund liabilities in the GFFS when resouces are

available in the-debt service fund (generally at June 30) h the GFFS, the face amount of debt

issueal is reported as other financing sources when issued.

m) Accou ting for Pension Costs

Ior the purpose of applyhg the requirements of GASB Statement No 27, Accounting for

Pensions'by State *d Lo.uI Cor"-ir"nt Employers (GASB No 2J),.the Commonwealth of

Puerto fuco is considered to be the sponsor of the Employees' Retiremenr System of the

Govemment of Puerto Rico and Its lnstrumentalities (ERS) and Sysrcm 2000' the two retirement

systems in which the employees of the Municipality participate Accordingly, the Municipality is

c'onsidered a participant ind not a sponsor of these retirement systems since the majority of the

participants in the aiorementioned pinsion trust funds are part of the financial reporting entity of
ihe Commonwealth. Accordingly, no portion of the net pension obliSation (NPO) related to ERS
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has been allocated to the Municipality in the accompanying basic financial statements The basic

financialstatementsofthecommonwealthaccountfolthetotalamountofthenetpension
obligation of ERS, including any amount that may be allocated to the Municipality'

Accoding to GASB No. 27, the Municipality accounts for pension costs ftom the standpoirt ofa
po.tlciporit in a .uttiple-employer cosliharing plan. Accordingly, pension costs rccognized in

ihe u"iomp*ylng builc financial statements are equal to the statutorily required contributions'

with a liability recorded for any unpaid required contributions.

n) Risk Matagement

The Municipality carries commercial insuraace covering casualry, theii, tort claims and other

losses. Insuiance policies are negotiated by the Puerto Rico Treasury Department (the Treasury

Department) on b;half of all m;icipalities of Puerto Rico. The Treasury Departrnent pays the

insurance piemiums on behalf of th; Municipality and then is reimbursed each year through

monthly equal payments deducted from the Municipality's goss property tax collections mad€

by CRIM.

The Municipatity canies insuance covemge for death and bodily injuries caused by automobile

accidents. ihis'insurance is obtained through the Automobile Accidents Compensation

Administration ("ACAA", by its SPanish acron)Tn), a disoetely component unit of the

Commonwealth. This ilsurance is compulsory for all licensed vehicles used on public roads and

highways in Puerto Rico. The annual premium is $35 per licensed motor vehicle, which is paid

directly to ACAA.

The Municipality obtains wolkers' compensation insurance coverage though- the State lnsurance

Fund Corporation C'FSE' by its Spaniih acronym), a component unit of the Commonwealth'

This insu'rance cou".s *oik.., against injuries, disability or death because of work or

employment-related accidents, or lecause of illness suffercd as a consequence of their

employment. Wo*ers' compensation insumnce premiums are also paid through monthly

dediuciions made by CRIM from the Municipality's goss property tax collections'

TheMunicipalityobtainsunemploymentcompensation,non-occupationaldisability,anddrivers'
insu.nnce cou"mge for its empioyees through various insurance programs administered by the

Commonwealth'i Departrnent of Labor and Human Resources (DOL) These insurance

programs cover work;rs against unemployment and Povide supplementary .insuraflce 
coverage

ior iemporary rlisability, or-death because ofwork or employment-related accidents or because of
illness'suffeied as a ;onsequeoce of their employment Unemployment compensation' non-

occupational disability and diivers' insurance piemiums are paid directly to DOL on a quarterly

basis.

The Municipality also obtains medical insurance coverage fol its employees The cunent

insurance policies have not been cancelled or terminated at June 30, 2013 ln the past thrce

years, the Muricipality has not settled claims that exceeded insuraDcE coverage'
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o) Fuhd Balaices

On July l, 2010, the Municipality adopted the provisions of GASB Statement.No 54' FT'd

Balonie Reporting and Governmeital Fund Type Defintions No 54 (GASB N! 54) GASB No'

iq, *hi"h 
";h-"ia 

th" usefulness offund balance information by providing clea'er fund balance

cl;ssificatioN that can be more consistently applied Also, this statement establishes fund balance

"f".riir"aio^ 
that comp se a hierarchy upon use of the resources reported in governmental

tunds.

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

amounts that are ;onsidered restricted, committed, assigned, and unassigned, based on the relative

strenglh of constraints that control how specific amounts can be speff. The. Municipality has

recor:ded the following types offund balance classifications in the govemmental funds:

. Reslricled -Represent resources that can be spent only for the specific purposes stipulated by

constitutional provisions, extemal resource providen (extemally imposed by creditor or

gantors), or through enabling legislation (that is, legislation that creates a new revenue

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

consent of resource Provide$.

. Comrnifled -kepresent resources used for speciflc purposes, imposed by formal action ofthe

Municipal's hig-hest level of decision making authority (Municipal Irgislature through

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

resolution, no later than the end offiscal y€ar.

. ,4JJi8t ed- Repesenl resources intended to be used by the Municipality for specific purposes

but ;o not me;t $e criteria to be classified as rcstricted or committed (geneElly executive

orders approved by the Mayor). Intent can be expressed by the Municipal Irgislature, the

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

co;ormity with the Law No. 81 of August 30, 1991, as amended, know]r as Autonomous

Mmicipaiities Act of the Commonwealth of Puelro lRico (Act No. 8l ) In govemmental tunds

other than the general fund, assigned fund balance rcpresents the remaining amount that is not

restricted or committed.

. Ilfidssigned - Represent the residual classification for the MuniciPality's general tund and

includei all spendable amounts not cofiained in the other classifications ln other funds, the

unassigned cllsification is used only to report a deficit balance resulting ftom overspending

for spiific purposes for which amounts had been resticted, committed, or assigoed'

Negative fund balance amounts are assigned amounts reduced to the amount that will raise

the-fund balance to zero. Consequently, negative residual amounts is restricted, committed

and assigned fund balance classif;ations have been reclassified to unassigned fund balances'

The Municipality reports resources constrained to stabilization as a specified purpose (resaided

o. committ"a nrna f,aluace in the general fund) only if: (1) such resources meet the other citeria

for those classiflcations, as descriLed above and (2) the circumstances or conditions that signal

the need for stabilization are identified in sufncient detail and are not expected to occul routinely.
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p)

However, the Municipality has not entered into any stabilization-like arrangements, nor has set

aside maierial financial reiources for emergencies and has not established formal minimum fund

balance amounts as of and for the {iscal year ended June 30, 2013'

When arl expenditure is incured for purposes for which amounts are available in multiple fund

balance classifications, ttrc Municip;liry uses reshicted resources first, and then un'estricted

resoulc€s. Within unresticted resources, the Municipality generally spends committed rcsources

first, followed by assigned resources, and then unassigned resources-

Intetfuhd Aclirilies

The Municipality has the following q?es of rcciprocal and non-reciprocal inter-fund activities

recorded among govemmental funds in the accompanying GFFS:

. Inter-fanil lodns - RepreseDt resources (assets) provided by one govemnental fund to other

govemmental fund with a requirement and commitment for repayment (reimbursement),

ivhich are recorded as "due fuom" ifl the lender govemmental fund and 'dre lo" in the

borrower govemmental fund. For amounts not expected to be collected int€r_fund

receivablesTpayables are reduced to their estimated realizable (settlement) value, and the

portion of the inter-fund loan that is not expected to be repaid is reported as 
^ 

"transfer-in"

from the govemmental fund that Provided the loan.

. Intet-fuhd lranslen (fiansJef ih/(out)) - Repres€nt flows ofassets (permanent reallocation

of frna[cial resources among govemmental funds) without equivalent flows of assets in

retum and without a requirement for repa)T nent. Transfers are reported as "other fnanci g
ases " in the govemmental fund making transfers arld as "o,her frnancing sowces" in the

govemmental fund receiving tansfers.

. Inter-furrd reintbu$ements - Reprcsent repa)'ments (reimbursements) from the

govemmental fund responsible for particular expenditures or expenses to the govemmental

fund that initially paid for them

In the GFFS, inter-fund activity has not been eliminated, as permitted by GAAP

Use of Estinate$

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

requi;es'management to make significant estimates and assumptions that affect the reported

amounts of asits and liabilities and the disclosue of contingent assets and liabiliti€s at the date

of the basic financial statements, and the reported amou[ts of revenue and expenses during the

reporting period. Actual results could differ from those estimates.

Accou lirrg Pronouncementl

During the fiscal year 2012-13, the Municipality adoPted the provision of the following GASB

Statements:

GASB Statement No. 61, The Financial Reporting Entity: Onnibus an amendment ofGASB

Statements No. 11 md No. 34 (GASB No. 61). The objective of this Statement is to imprcve

q)
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financial reporting for a governmental {inancial reporting entiry' The requileme[ts of

iiu*"nt N.. l,i, The Flnancial Reportillg Entity, and the rclated financial reporting

requirements of Statement No. 34, Bat,i4 Fhancial Stateme ls'and 
-Management's

Dicussion and Analysis-Jor State dnd Local Govemments, Nete 
^firended 

to befter meet user

needs and to addre;s reporting entity issues that have arisen since the issuance of those

Statements. This Statement is effective for periods beginning after June 15, 2012-

. GASB Statement No. 63, Findncial Repofling of Deferred Outlows of Resources' DeJerred

Inflows of Resowces, and Nel Positiorl, which establishes guidance for reporting deferred

outflows 
"of 

resouces, defered inflows of resources, and net position in a statement of
financial position. The provisions of this Statement are effective for financia' statements for

periods beginning alier December 15, 201 l.

. GASB Statement No. 65, Prefiol.tsly RePorted as Assets dnd Liabilities

The objective of this Statement establishes accounting and financial repofiing standards that

reclassily, as defened outflows ofresources or defened inflows ofresources, certain items that

were previously reported as assets and liabilities and recognizes, as outflows of resources or

inflows of resourcis, certain items that were previously reported as assets and liabilities The

provisions of this Statement are eff€ctive for financial statements for periods beginning after

December 15,2012.

s) Future Adopriort ofAccourrting Pro ouncements

The GASB has issued the following standards thal have effective dates after June 30, 2013:

. GASB Statement No . 66, Tecluical Cofieclions-2,l2-an amend ent ofG-4SB Statements No'

10 ad No. 62 (Issued 03/12).The objective ofthis Statement is to improve accounting and

fi-nancial reporting for a govemmental financial reporting entity by resolving conflicting

guidance that resulted from the issuance of two pronouncements, Stateme-nts No 54' Fund
'Balance Reporting and Got'emmenral Fund Type Defnitions' and No 62, Codification o:f

Accounring'ortd iinancial Reporting Guidance Contained in Pre'November.30' 1989 FASB

and AICP:A Pronotmcemeni. The provisions of this Statement are effective for financial

statements for periods beginning after December 15, 2012

. GASB Statement N o 61, Financial Reporting for Pension Plans- an amendment of GASB

Statement No. 25 (Issued 06/12). The objective of this Statement is to improve fiDancial

reporting by state and local govenmental pension plans This Statement results from a

""'t"p.lnlrj1* 
review of the Jffectiveness oi existing standards of accounting and fmancial

,"po.tiog fo. pensions with regard ro providing decision-useful infomation' suppotting

assessmints oi accountability and inlerperiod equity. and creating additional tansparcncy-

This Statement replaces the requir€me;ts of Statements No 25, Financial Reporting Jor-iifr"ia 
l*nrtt pirsio Plans a;d Note Disclosmes fol Defi ed conttibutioh Plans' andNo'

ii, P"*ion bi""lorur".t, as they rclate to pension plans that are administered thtough husts or

"qulrut"rt 
ulr-g"a"nts (hereifter jointly refened ro as trusts) that m€et certain criie a The

requirements oistut"*"nt.25 and 50 remain applicable to pension plans that ale not

od-ini.t"."d thro.rgh t ,ot covereal by the scope ofthis Statement and to defined contribution

plans that provide postemployment beneflts other than pensions'

46



MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINTJED)

YF,AR ENDED JUNE 30. 2013

. GASB Statement No . 68 Accounting and Fincorcial Repoiing for Pensions--an amendment of
GASB Statement No. 27 (lssued 06/12).Tl]P- primary objective ofthis Statement is to improve

accounting and financial rcporting by state and local govemments for pensions lt also

improves 
''information providid fy state and local govemmental employers about financial

suiport for pensions that is provided by other €ntities This Statement rcsults flom a

comp."hensiv" review of the effectiveness of existing standards of alcounting and financial

rcporting for pensions with regard to providing decision-useful infomation, supporting

asiessmints oa ac.ountability and interperiod equity, and oeating additional transparency'

This Statement is effective for fiscal yearc beginning after June 15, 2014'

. GASB Statement No . 69 Gol'ernment Combi ations anil Disposals of Govern ent Opetutiotls

(Issued 01/13) This St^tement establishes accounting and financial reporting standards related

'io gou".an"nt combinations and disposals of govemment opemtions As used in this

Sta;ment, the term Sovemment combinations includes a va ety oftransactions referred to as

mergers, acquisitions, and transfers of operations. The requirements of this Statement arc

effeitive for_govemment combinations and disposals of govemment oPerations occuring in

finalcial reporting periods beginning after December 15,2013, and should b€ applied on a

prospective basis.

. GASB statement No 7O, Accounting a d Financial Reporting Jor Nonexchange Fina ciol

Guaranlees. This statement is effective for financial statements for reporting beginning after

June 15,2013.

. GASB Statement No. 71, Pehsion Transition for Cotributio s rnade Subsequent lo the

Measurement date'An Ame dment oJ GASB Skrtement NA 6& The objective of this

Statement is to address an issue regarding application of the transition provisions of
Statement No. 68, Accomting and Fi ancial Reporting for Pensions The issue rclates to

amounts associated with contributions, if aly, made by a state or local goveDment employer

or nonemployer contributiDg entity to a defined benefit pension plan after the measurement

<tate ofthe govemment's beginning net pension liability. The provisioN of this Statement are

required to-be applied simultaneously with the provisions of Statement 68'

TheimpactofthesestatementsontheMunicipality'sbasicfinancialstatementshasnotyetbeen
determined.

The impact of these statements on the Municipality's basic financial statements has not yet been

determined.

2. DEPOSITS

The Municipality maintains its deposits of cash in various commercial banks located in Puerto Rico'

oos atla c'Rn"i. proceeds fiom all bonds and the tunds related to certain federal grant awards are

required by law to be held with GDB.

On July l, 2004, the Municipality adopted the provisions ofGASB Statement No- 40 (GASB No 40)'

Deposit ard Intestment Rik Disclosire, an Amendme t to GASB Statement No J This statement
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requires that state anal local govemments disclose essential risk information about deposits and

iniestments. The disclosure reluirements cover four main areas: (l) credit risk, (2) interest rate rislq

(3) custodial credit sk, (4) foreign exchange exposure.

. gIglulligk - This is the dsk that an issuer or other counterpa y to an investment will not

EiE lts ot-ligations. to compliance with the laws and regulations of the Commonwealth, the

Municipality has adopted, as its custodial qedit risk policy, the Statement of Investment

Gridelines'.for the dotemment of the Commonweahh of Puerto Rico' Accordingly, the

Municipality is only allowed to invest its obligations ofthe Commonwealth, obliSations of
the United States of Americ4 certificates of deposit, commercial paper, bankers' acceptances

or in pools ofobligations ofthe Municipalities of Puerto Rico, which are managed by GDB

Acco;ding to the aforementioned investment guidelines, the Municipality is not allowed to

invest in irarketable securities or any other q?e ofinvestments for which credit risk exposure

may be significanL Thercfore, the Municipality's management has conclud€d that the credit

risk relatei to any possible loss rclated to defaults by commercial banks on the Municipality's

deposits is considered low at June 30, 2013

. Ilt€rcst rate risk - This is the risk that changes in interest rates of debt investments will
udversely uffict the fair value of an investment. The Municipality manages its exposure to

declines in fair values by: (1) not including debt invesfinents in its investments portfolio at

June 30, 2013, (2) limiting the weighted average maturity of its investments to periods of
three months or less and (3) keeping most of its banks deposits in interest bearing accounts

generating interest at prevailing market rates. At June 30,2013, the interest rate risk

issociated with the Municipality's cash and cash equivalent is consideied low'

. Custodial cr€dit risk - In the case of deposits, this is the risk that in the event of a bank

f"tl*"Jh" M*rt"tp"lity's deposits may not be recovered. Pursuant to the Stalement oJ

Int estment Guidelines lor the Governme l ofthe Commonwealth of Puet'o Rrco, the balances

deposited in 
"o-.".iiul 

banks by the Municipality are insured 
-b-y-tht 

Federal Deposit

Insurance Corporation (FDIC), generally up to a maximum of $250,000 per depositor' In

addition, pubiic funds deposited in commercial banks by the Municipality are fully

collateralized for the amouns deposited in excess of the federal depository insurance All
securities pledged as collateral are held in rhe Municipality's name by-the agents of the

Commonwealti's Secretary ofTreasury. Deposits ofGDB, amounting to $2,965,450 at June

30, 2013, are uninsured and uncollateralized. Howevet, no losses related to defaults by GDB

on'deposit transactions have been incured by the Municipatity through-June 30' 2013 Itis
.unug"."nt't poli"y to only maintain deposits in banks affiliated to.FDIC to minimize the

custoiia cr"aii ris( exc"it for GDB. Therefore, the Muricipality's management has

concluded that at June 30. 1013, the custodial credit risk associated with the Municipality's

cash and cash equivalents is considered low.

. ForeiEn €xchange risk - This is the risk that changes in exchange-mtes will adversely affect

th" *lue .f il investment or a dePosit' According to the aforementioned investment

;uidei;es, adopted by the Municipality, the Municipality. is prevented from invosting in

Foreign securities or any other t)?es'of invesEnents for which foreign exchange dsk exposure

mav 
-t" 

slgnin"anr. a"iordingln management has concluded that-the-foreign exchange risk

relited to tlre Municipality's deposits is considered low at June 30, 2013'
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The Municipality's bank balance of deposits wilh financial institutions is categorized to provide an

;;i";,i", "i,h; level of collateral risk assumed by the Municipality at June 30' 2013 tusk

categories are described as follows:

$d'
A$8Emen1

C.n.ral F@d EUDFmd Fmd

Othet

Debr sedice Gov.Dmenral

Fud Fud Torlls

csh in comnercial hanks $ 64,264 7 22,425

t478,135

$ 92,911

760,209

t 179.659

2961,450
c.sh in @B or CRIM, s fis0l agtts 121 ,146

Toral deposirs | 791,!70 $ 14?3,135 I 353,126 $ 1145,109

3.

$ 22,425

MUNICIPAL LICENSE TAXES

The Municipality is authozed by Law No. 81 to impose and collect municipal license taxes on all

trade or business activities operated by any natural or legal person within the terriro al area of
Villalba. This is a self-assessed tax generally based on the business volume measured by gross sales

The Municipality establishes the applicable tax rates. At June 30, 2013, the municipal tax rates

imposed by'the 
-Municipalify 

were i.50% for financing institutions and 0 50% for other q?es of
taxpayerc.

Each taxpayer must asses his/her corresPonding municipal license tax by decla ng his/her volume of
business'through a tax retum to be fiGd every Ap l 15 based on the actual volume of business

generated irl the preceding calendar year.

Taxpaye6 with a sales volume of $3 million or more must include audited financial statements with

thei;;x retums. The la\ can be paid by the t&xpayer in two equal installments due on July 15 and

January 15, subsequent to the filing ofthe declaration

The firct installment of the tax covers the six-month period ended December 3 1 , subsequent to the

iJnj aut" ot *," aecUrution, while the second installment of the tax cove$ the six-month p€riod

enJ"? fune:O oftne tubsequent calendar year. Ifa taxpayer elects to pay the tax in full on the filing

d;te ofthe declaration (generally April l5), a 5% discount is gaflted automatically on the total tax

amount due.

Any municipal license ta.\es collected in advance (that is, pertaining to a fufure period) are recorded

^ 
i"i"o"a i"r"nr".. Defered municipal license tax revenues recorded in the accompanying GWFS

anal GFFS amounted to $1,561,447 at June 30, 2013, which represents municipal licenses collected in

advarce for the taxable yeat 2012-20L3 .

PROPERTY TA)'ES

The Municipality is authodzed by Law No. 8l to impose and collect Pe6onal and real property taxes'

uoaer th" tiws *a .egulations oi the Commonwealth, personal property ta-xes can be imposed to any

n"tu.ul or I"gut pe."orithat at January 1 ofeach year is engaged in trade or business and is the owner

of pefional properry used in trade or business.

1.
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Personal property ta.xes arc self-assessed by taxpayers every year genelally using the book value of
personal property assets owned by the ta,\payer at January I (assessment date) and reporting such

iaxable valui through a personal property tax retum filed on May 15 subsequent to the ass€ssment

date. The total penonal propefy tax rate in force at June 30, 2013 was 6.78% (ofwhich taxpayeB

pay 6.580/" arld 0.20% is reimbu$ed by the Departrnent of Treasury). Real property taLes are

isiessea ty CRIM. The assessment on real property is made every January I and is based on

estimated curent values of the property deflated to 1957 market pric€s. The total real prop€rty ta'x

rate in force at June 30 , 2011 was 8 78o/, (of which 8 58% is paid by taxpayers and 0 20% is also

reimbursed by the Department of Treasury).

Residential real property occupied by its ownel is exempt by law from property taxes on the first

$15,000 ofthe assessed value (at 1957 market prices). For such exempt amounts, the Department of
Treasury assumes payment ofthe basic tax (4% and 5olo for personal and real property, respectively)

to the Municipality,'except for property assessed of less than $3,500 (at 195? market prices), for

which no payment is made.

CRIM is responsible for the billing and collections of real and personal propefy taxes on behalf of
the Municip;lity. Prior to the beginning of each fiscal year, CRM informs,the Municipality of the

estimateal amount of property ta-x expeCted to be collected for the ensuing fiscal year' Throughout

the year, CRM advarcei funds to ttri Ir4unicipality based on the initial estimated collections- CRIM

" is r6quiied by law to prepare a settlement statement on a fiscal year basis, whereby a comparison is

made between the amounts advanced to the Municipality and amounts actually collected from

taxpayers. This settlement has to be complered on a Feliminary basis not later than each December

31.' Ii CRIM remits to the Municipality property tax advances. whjch are less than the prcperty tax

acfually collecte4 an additional property Lx receivable is recorded at June.3.o 
. 
However' ifadvances

exceedthe amouot actually collected by CRIM, an intergovemmental payable is recorded at June 30'

LawNo.Stprovidesforthelelryofanannualspecia|taxofl.o3o%oftheassessedva|ueofallreal
and personui prop".ty not exonerateal fiom taxation. Such special tax is levied and collected by

ciUfl. cofl""tio'n, of this special tax are remitted to the Commonwealth's debt s€rvice ftnd for

pa),rnent of debt service on general obligations ofthe Commonwealth'

In addition. 1.?5% of the total pe$onal and real property taxes collected by CRIM is restricted for

the Municipality's debt service requirements and is retained by GDB for such purPoses

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

il 6;; ;, ; ;i"rplise tund of the Commonwealth, which currently operates several befting

ntt",.ouir". ,o ,t 
" "iriori 

of Puerto Rico. The Additional Lottery is required every year to distribute

a portion of its excess of revenues over exPenses as follows:

i. Thirry five perc€nt (35%) of its net earnings (defined as the excess of revenues over expenses

lessanamountearmarkedfortheFundforRentandHomelmprovementSubsidyPlogmmfor
the Low-lncome Qualifying Elderly) is eamarked to the municipalitiesofthe Commonwealth' of

which a maximum oi $zo .ittion, on an annual basis, is distributed to the Municipal

equalization Fund held by CRIM to cover operating expenses and pemaneflt improvements of

the municipalities.

50



MTINICIPALITY OF VILLALBA
COMMONWEAITH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED JTINE 30, 2OI3

6. INTERGOVERNMENTAL RXCEIVABLE AND PAYABLE

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

follows:

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

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

ofthe iommolwealth. When the accumulated municipal appropriations from the municipalities'

Puerto Rico Health Reform arc covered up to June 30, 1997, these resources willbe assigned to

the Health Insumnce Administration, a component unit ofthe Commonwealth'

5. SATES TAX

On July 4, 2006, the Govemor of Puerto Rico signed into law the Ta\payer Justice Act (Act

No.117; H.B. 2193). The new law imposes a municipal sales tax at a rate of l5% (effective July 1,

2006) and the Commonwealth sales tax at the rate of 5.5%, with an effective date of November 15,

2006. Conversely, the Commonwealth of Puerto Rico eliminated the excise tax of 6 6010 on some

imports(ta-resoncigarettes,liquor,andcarsarestillineffect)andimplementedthesalesandusetar(
(..salestar,,)system.Accordinglywiththislawthemunicipalsalestaxisadm-inisteredatthelocal
ievel, and the Commonwealth sales tax is administered through the Pueflo fuco Treasury Department'

Consequently, separate registration and filing forms are requircd of retailers'

In fiscal year 2oo7-2008,lhe Mudcipal Legislature of the Municipality of villalba approved an

ordinance establishing a citizenship c;nfiibuiion of 1 0% over all business or peEonal tansactions

related to sale of goods and/or services made on the Municipalities boundaries. The resources

collecteal due to this tax assessment will be used in local activities like improvements in health

services, improvements in the control and management of solid waste disposal and recycling

p.ogaur*, prbli" improvements, improvements of public safety, and maintenance of all public

facilities of the Municipality.

Any person/corporation is required to register with each municipality in which it conducts

cor|r.'"rcial nansactions and i; the puerto Rican Treasury to obtain a Retailer's Registration

Certificate, exemption certificates, and tax retums foms. The retailers are requir€d to file and send

monthly s;les torretums by the 20th day following the month in which the tax was collected'

Also, on July 29, 2007, the Govemor of Puerto Rico signed into Law an amendment of Act No l17'

H.B.-2lg3knownasActNo.80.Themostsignificantamendmentswere:first,touniformthetax
iate at 7% ofwhich the municipalities will colaect 1% and the Puerto fuco Treasury Department the

othet 6y", .05y. of the 6% belongs to the municipality and it is distributed through three separate

funds: Municipal Dev€lopment F;d, Municipal Redemption Fund and Municipal Improvements

i*a; ,""."afi' the estabiishment of a Local Commercial Rule and the elimination of source and

nexus rules to impose dle sale and use tax.

These funals are administered by the Govemment Development Bank for Puerto Rico Fimlly' the

Law restricts the use ofthe funds by the municipalities to certain specific activities'
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Eud As.igtrBe,l

lntelgovetun e"tal receitd b les:

Pw.ro Rico offi@ ofthe Clmmisior* of
Muicip.l AlTaire CohmEity Developmenl Bloct

Pueno Rico D.pdtnent of Lahor - Acl No. 52

$ecial Comnniti6 T rusl

D€p.nh€rlof Tr Aonatior

Total irr.rSovemmenl,l r*iv.bl.s

l,teryovetun en tal paw b Lt:

GeMrl &nices Adni.islralion

Peno Rico water !!d S€sge Aibority

l*no Rjm D€pirtm.nr ofLabor

Admi.i$raiion of the RctiEherl Sln.m

Toral inlaeovemmolal pryaues

56,?97 $ $ 56,791

$ 215,732

$ 86r,132

$ 128.158

$ 268,70270,098

21,5,752

861,132

128,158

198,604

- $ 56,797 $ 70,098 140t,646 1530,541

$ 207,?08 $

460,692

295,522

526,031

s 1489,953 $

207,704

460,692

295,522

s26,031

1489,951

Intergovemmental receivables and Payables repesent the p€nding seftlements of the aforementioned

intergovemmental transactions.

This Space Hds Been Left Blank Ihtenlionally
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YEAR ENDED JI'NE 30, 2OI3

7. INTER.FIJND BALANCES

On July 1,2003 the Municipality adopted the provisions of Statemenl No 3S' Cettain Financial

Stutem; Note Disclosures, issued iy the Govemmental Accounting Standards Board Tl\is

statement requires the disclosure of the flow of rcsources between funds and to assess th€

collectibiliry ;f interfund balances lnterfund balances at June 30,2013 consisted ofthe following:

Tn$f€. out:

M.jor Funds:

$ 133,375

Major funds:

s rSlJ?5

No n m.jor sotmnetrt l fu.b

I 1303,799 $ 2130,934

116,028
142,333

1533,39?

-i------lr?.sni J 1i03,799 t 2310,914

3 3614,?13
16,023

142,383

3588,397

r ?r3rJ4-

At June 30, 2013 all amounts due to among funds are considered collectible by the Municipality's

management.

The DrinciDal oumoses of hter-fund receivables and payables are to recognize itl the outstanding balance

"i,rri 
i"""'. gi-i"d, trte effect ofthe pmctice of pooling cash in the current account, and to tempora ly

cor". tle pafotl uni ottter operating costs of several fedemlly, and local and state tunded programs'

The principal puposes of inter-fund transfers are to make a routinary transfer of rcsources from the

g"r;i fu;a i.',lri a"Ut service fund to cover the principal and interest pa)T nent on certain bond These

debt service paynents werc made on January and July 2013'

Inter-fund receivables and payables tepresent the pending settlernents ofthe aforementioned tansfers at

Jone 30,2013.

This Space Has Been Lefl Blank Intenlionally
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8. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2013, was as follows:

Depreciationandamortizatiorrofcapitalassetswaschalgedtofunctions/activitiesinthe
accompatrying govemment-wide statement of activities as follows:

Jun. 30,2012COST BA$S:
Cosl basis of capilal etl nol subjecr

to &preciatior md donizationl

Corsttution it progress

Total @sl besjs of capital Nts, nol

subj€ct ro depr.ciaiion ad eonization

Cosl h6sis of capii al Nrq stbj.ci lo
d.precialion dd morlizatior:

Bdldinss, srturu.s @d hdldins ibProv.m6ts

Req€ation laciliiies
Licdedveticles
MachinerY ed equiPient

T otat @st bsi! of capnd els $bject

10 &precialion &d @onizatioD
Total c.st tdsis of caPilal a$ets

s 2054,197
1051,907

3106,104

393,166
187,352

s 2236,863
1506,880

1210,500)
(r12.379)

(331,319)

11214,284
6871,32r

1003?,525

3911,201

1904,800

332,379
128,690
470.281

4',1,30s

I180,5t8 374f,743

t1214,284
7209,100

10166,215

4407,488
1952,105

33971.131

s 37071,241 2159,1',73

Brlrtrce D.pr.cittiontnd
rt Amonir.rior

(369,036)

1256,411)
(365,934)
(328,502\

14949,',l92

$ 38693,535

.l
R..lcssifictriors Jur. 30,2013

978.655
-332.379

ACC'UMULATED DETRECIATION AND AMORTIZATION:

Buildinas,nruclB.sddtildinsimProveDents (2799,8I0)

lnaastrudre (t200134)

Recr..rion racilities G67o'925)

Licensed v.hicles Q946,238)

(3158,846)
(r456,551)
(4036,85e)
(3274,140)
(1233.203t

03170,r99)

s 25523,336

$ 265,986
80,6?8

2',12,513

148.033

479,529
256,41'.l-S r5o4,G6

Machinfl rdequipmflr 11048.916) ------l]j!2j!)
Toralaemuls.ddeprechlionuduonialn rll66b'041, r1504'156)

$ 25411,198CAIITAL ASSTS NET

The &preciation expenF is derailed 6 folow
Cindal golmne

H€alth ed Efre
Culrde reueatior od ed&alion

Urhar Development

Total &p..ciEtion addortization €xpcnse

Jutre 30,2012
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9. EMPLOYEES RETIREMENT SYSTEM

a) Plan Description

The Municipality's employees participate in the Employees' Retirement System of the

Govemment of Puerto Rico and its Instrumentalities (ERS), a cost-sharing multi-employer (as

reiated to the Municipality's reporting entity) defined pension plan established by the

Commonwealth. Substantiaily all full-ri;e employees of the Commonwealth and substantially

all municipalities are covered by ERS under the terms of Public Act No 44? of May 15, 1951, as

amended (Act No. 44?) AIl regular and temporary employees of the Municipality become plan

members of ERS at the date of employmeDt, while it is optional for officers appointed-

MIJN]CIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINI]ED)
YEAR ENDED JI'NE 30, 2013

ERS members, other than those joining it afier March 31, 1990, are eligible for the benefits

described below:

. Retiremenl Annuily

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

Policemen and liremen:
50 with 25 years ofoedited service

58 with 10 yeaIs ofcredited service

Other employees:
55 with 25 years of qedited sewice
58 with l0 years ofcredited service

ERS members aie eligible for monthly benefit paynents determined by the application ofthe

stipulated beoefit ratios to the member's average compensation 
. 
Average-comPensation is

coinputedbasedonthehighest36monthsofcompensationrecognizedbyERS.Theannuity,
for ivhich a member is eligible, is limited to a minimum of $300 per month and a maximum

of75 percent ofthe av€rage compensation.

. Merit Afinuily

ERS members are eligible for merit annuity with a minimum of l0 years or more of credited

.ewic". fne annuity-for which the plan member is eligible is limited to a minimum of 65

perc€d and a maximum of ?5 percent ofthe average compensation-

. Delerred Rel ernetu Atnt iO

A DarticiDatine emplovee who ceases to be an employee of the Municipality after having

"".'utrlutut"a 
a-mini-um of ten years of credited service qualifies for rctirement benefits

provided his/her contributions are left in ERS until reaching 58 years ofage'

. Coordinoled Plart

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

social security benefis, the peflsion beDefits are reduced by the following:

(a) $165 per month, ifretired with 55 years ofage and 30 years ofcredited servi''e'
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(b) $110 per month, ifretired with less than 55 years of age and 30 years ofcredited

sewice.

(c) AII other between $82 and $100 per month.

(d) Disability annuities under the coordinated plan are also adjusted at age 65 and in

some cases can be reduced over $ I 65 per month.

. Non-Coonlinated Plah

On the notr-coordirEted plan the participating employee and does not have any change on the

pension benefits upon receiving social security benefits.

. RerersionarlAn uiq

AII ERS member, upon retirement, could elect to receive a reduced retirement annuity giving

one or more benefia payments to his,/her dependents The Iife annuity payments would start

after the death of thi retiree for an amount not less than $240 per year oI greater than the

annuity palments being recaived by the retiree.

. Occ pational Ditabilily Art ui,

A participating employee, who as a direct result of the performance of hisAer occupation is

totutty ala p".-anently disabled, is eligible for a disability annuity of 50 percent of the

compensation received at the time ofthe disability

. Noloccupaliondl Disabiliq] A nuily

A participating employee, totally and permanently disabled for causes not rclated to his/her

ociup"tioo una *ittt no less than 10 years of credited service, is eligible for an annuity of
1.50 percefi ofthe average compensation of the first 20 years of credited servic€s, increased

by 2 percent for every additional year of credited service in excess of20 years'

This Space Has Been Lefr Blank Intentionalb)
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. Death Beneils

Occupalional:

(a) SurvMns spouse - annuity equal to 50 percent of the participating employee's
salary at the date ofthe death.

(b) Children - $10 per month for each child, minor or student up to a maximum
benefit per family of$100.

Nonoccupqlionel:

EglgEgiqry - the contributions and interest accumulated as ofthe date of the death plus an
amount equal to the amual compensation at the time of the death.

Post-relfuement:

Beneficiary with surviving spouse age 60 or over and a child, 18 or under, up to 30 percent
(60 percent, ifnot covered under Title II ofthe Social Security Act) (increased to 50 percent

effective January 1, 2005) of retiree's pension or otherwise the excess, if any, of the
accumulated contdbutions at the time of retirement over the total annuity benefits re-reived

before dealh, Iimited to a minimum of$750.

. Refulds

A participaling employee who ceases hiyher emplo),rnent with the Municipality without the
right to a retirement annuity has the right to a reflmd of the contributions to ERS plus any
interest eamed thereon.

. cosl ofLiving Adjusherrtfot PeLsioh Benefrls

Public Act No. 10 of May 21, 1992 (Act No. 10) provided for in$eases of 3 percent every
thrce or more years of retirement. Act No. l0 requires furthff legislation to grant this
increase every three years subjeat to the presentation of actuarial studies regarding its costs

and the source of financing. To protect the financial health of ERS, the incr6se gmnted

during 2001 and the one gmnted on January l, 2005 are being financed by the Municipality
and the other participating employers.

To avoid any economic impact on ERS, the employers are responsible for contributing to
ERS the amounts to cover the benefit paynents and the employer and employee contributions
with respect to the participants covered until the participants rcach the normal retircment age
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. Afie dment to Act No. 447 effective January l, 2000 to oedle a Dertr,ed Contribuio't
Plal

On September 24, 1999, Public Act No. 305, an amendment to Act No. 447, was enacted to

establi;h a defined contribution plan, known as System 2000, to cover employees joining

ERS on or after January l, 2000.

Employees that participated in the original plan as of December 3 I , I 999, had the olportunity

to eiect to either stay in the defined benefit plan or transfer to System 2000. Employees that

joined the Municipality on or after January 1,2000, were only allowed to become members

ofSystem 2000.

System 2000 is a hybdd defined contribution plan, also known as a cash balance plan Under

this new plan, theri is a pool of plar assets, which is invested by the System, together with

those of the cost-sharing multi-employer defined benefit plan Neither the Commonwealth

nor tie Municipality gualantee benefits at retirement age. The annuity is based on a fomula
which assumes thai e;ch fiscal year the employee's contribution (with a minimum of 8 28

percent ofthe employee's salary up to a maximum of lO percent) is invested as instructed by

the employee in an account which either: (l) eams a fixed rate based on the two-year

Constant Maturity Treasury Notes, (2) eams a mte equal to 75 percent of the retum of th€

ERS' iflvestrneni portfolio (net of management f€es), or (3) eams a combination of both

altematives. Participants receive periodic account statements similar to those of defined

contribution plans sh;wing their accrued balances. Disability benefits are not granted under

System 2000, rather are provided to those participants that voluntarily elect to pa'ticipate in a

piivate insurance long{irm disability progam. The employers' contributions (9 28 percent

of the employee's salary) with resp€ct to employees under System 2000 will continue and

will be us;d to fund the cost-sharing multi-employer defined benefit plan

System 2000 reduced the retirement age from 65 years to 60 for those employees who joined

the current plan on or aftff January 1, 2000.

Historically, the state goverrunent of the Commonwealth of Puerto fuco has reported ERS

and System 2000 in ita basic financial statements as pension trust funds Accordingly, the

Commonwealth is cunefltly assuming any actuarial deficiency that may exist or afise related

to the Municipality's participating employees because ERS does not allocate to the

Municipality any ac'tuarial deficiencies pertaining to participating mlnicipal-employees The

Municipality is only required by law io make statutory contributions at the rates detailed

below.

. Recent An e dr ents to Acl No. 447

The Senate and the House of Representatives of the Commonwealth of Puerto Rico have the

authority for establishing or amending the contribution requiements of System 2000 by

approving the necessary ;mendments oi laws, subject to the final approval ofthe Govemor of

the Commo[wealth of Puerto Rico.
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In June and July 2003, the Govemor of the Commonwealth signed tkee Public Acts that

Eovided the following certain benefits to retirees:

(a) Increase in minimum monthly pension payments to $300, effective January 1'

2005.

(b) T emial 3 percent increase in all pensions, effective January 1, 2005 '

(c) Increase in widow anayor beneficiaries to 50 percent of the benefrt rcceived by

the deceased pensiooer, effective January l, 2005'

A1l the beDefits granted will be funded through budgetary assignments in the Municipality's

general fund with respect to its retired employees.

The Board of Trustees ofERS approved, effective November 17, 2003, an inoease in the

amount granted on personal loans io participating employees from $3,000 to $5,000'

b) Funding Policy

The contribution requircment to ERS is established by law and is not actuarially detemined'

These confibutions are as follows:

Municipality and

other employers
Employees:
Coordination plan:

Supplementation
plan:

9.28 percent ofapplicable palroll

5.78 percent of Sross salary up to $6,600 per year, plus

8.28 percent gross salary in excess of$6,600.
8.28 percent of gross salary. This is the only choice

available to policemen, firemen and mayors

The contribution requirement to System 2000 is also established by law and is not actuarially

determined. These conhibutions are as follows:

9.28 percent of applicable Palroll
5.78 percenl of goss salary up to 56.600 per )ear.
plus i.28 percent gross salary in excess of$6.600.

c) Annual Contribalinn

The actual combined employer and employee contributions to ERS and System 2000 for the

"rar"nt -d puat t*o y"a.., *hich u." equil to the statutory requ ed contnbutions, are as follows:

Municipality and

other employers
Employees:

TWe of
-onriu'tlonsroraire491413l

June 30,2012 June 30,2012 June30.20ll

Refoma2000 Refoma 2000 Refoma 2000

$73,581 $ 154,917 9 r05,682 $ 197,718 $ 82,812 $ r56.r5?

$ 73,581 $ 154.917 $ 105,682 $ 197,?18 $ 82,812 $ t56,157
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Additional information on the Retirement System is provided in its financial statem€nts for the year

enaea fune :0, zOtO, a copy ofwhich can bi obtained ftom the Retirement System' Minillas Station'

P.O. Box 42004, San Juan, PR 00940.

10. LONG-TERM DEBT

The Municipality's Legislatue is legally authorized to determine the-contracting of debts of the

Municipality. NevertheLss, the laws and regulations ofthe Commonwealth also provide that:

. Direct obligations ofthe Municipality (evidenced principally by bonds and notes) are

backed by ahe tull faith, oedit and taxing power ofthe Municipality; and

. Direct obligations are not to be issued ifthe amount ofthe principal of, and interest on,

such bondJ and notes (and on all such bonds and notes issued thereafter) which are

payable in any fiscal year, togeth€r with any amount paid by the Municipality in the

p.i""aing fi.ia year on account of bonds or notes guamnteed by the Municipality'

ixceed i0 percent of the total assessed value of the property located within the

Municipality plus the balance of the ad valorcm tanes in the debt service fund, for bonds

payabl; to b€;epaid with the proceeds of Foperty taxes resficted for debt service'

In addition, before any new bonds ol notes are issued, the levenues of the debt service fund should be

sufficietrt to cover th; projected debt service requirement. At June 30, 2013, the Municipality is in

compliance with the dibt limitation requirements. The general long-term debt activity for the year

ended June 30, 2013 was as follows:

---44q!L
Bhdt.!dboddi.i,!'otrdEpr,abl6
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a) Borlds Palable

The Municipality issues general anal special (public improvements) obligations bonds and notes to

provide for the acquisitio-n and construction oi major capital facilities and-equipment, as well as' to

ior"i 
"".t"i" 

operating need". Bonds and notes payable at June 30, 2013 is composed of the

following debts:

ceneral and SDecial Oblisations:

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

mnging from $10,000 to $31,000 excluding interest at 5 0%, though January l,
20t6

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

ranging from $5,000 to $30,000, excluding interests from 2.89y. to 56y",
through July 1,

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

installrneots ranging from $34,000 to $94,000, excluding interests at 4.75%,

through January l, 2026

$100,000, Series 2006, for construction purposes, Payable in annual

installments $5,000, excluding intercsts at 6.50%, through July 1,2025

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

ranging from $5,000 to $10,000, excluding interests at 6 75%, thrcugh January

t,2020

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

iNtallments ranging from $5,000 to $20,000, excluding interests at ? 5%,

through January I , 203 I

$165,000, Series 2008, for conshuction purposes, payable in annual

installmetrts ranging from $5,000 to $15,000, excluding interests at 7.5%,

through January I , 203 1

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

annual installmenls ratging from $30,000 to $175,000, excluding interests at

7.5%, thmugh January I,

$505,000, Se es 2006, for construction purposes, payable in annual

installments ranging ftom $10,000 to $40,000, excluding interests at 5 0%,

through July 1,2029

$165,000, Series 2007, for construction purposes, Payable in annual

$ 87,000

Outslandins
Amount

220,000

936,000

65,000

50,000

215,000

115,000

1,885,000

405,000

140,000
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G€n€ml and SDecirl Oblisations:
i*t'ottr"*t, ."rglng t om S5,000 to $15,000, excluding interests at 7 50 %,

through July 1, 2032

$440,000, Series 2006 Rent, for consfiuctlon purposes, payable in semiannual

installments ranging from $7,000 to $37,000, excluding interests at 7 5%,

through July l, 2033

$35,000, Series 2008, for construction purposes, payable in semiannual

installments ranging from $5,000 to $15,000, excluding interests at 7.5%,

through July 1,

$67,000, Series 2009, for construction purposes, payable in semiannual

installments ranging from $2,000 to $7,000, excluding intercsts at 7.5%,

through July 1,2023

$160,000, Series 2009, for construction purposes, payable in semiannual

installments rarging from $5,000 to $15,000, excluding interests at 7.5%,

Outstalrditrg
Amount

408,000

15,000

56,000

145,000

640,000

30,000

75,000

1,389,000

600,000

through July 1,2034

$640,000, Series 2013, for general purposes,

ranging fiom $45,000 to $85,000, excluding
through July 1,2022

payable in annual installments
interests fiom 6.00o/. to 7.5o/..

$175,000 Series 2006, for consmrction purposes, payable in a lual installments

ranging from $20,000 to $30,000, excluding intercsts fiom 6.62y. to 7.5y",

through July 1,2013

$105,000 Series 2006, for constuction purposes, payable in annual installments

ranging fiom $5,000 to $10,000, excluding interests from 6 60% to 7%, though
htly 1,2021

$1,4S6,000, Series 2008, for construction purposes, payable in semiannual

installments ranging from $22,000 to $131,000, excluding interests at 7 5%,

through July 1,2033

$645,000, Series 2008, for construction purposes, payable in semiannual

installme s Bnging from $10,000 to $55,000, excluding interests at 7.5o%,

through July 1,2033

$605,000, Series 2008, for construction puposes, payable in semiaanual

hstallmeDts mnging fiom $5,000 to $50,000, excluding interests at 7 5%,

through July 1, 2033

$440,000, Series 2008, for construction purposes, payable in semiannual

570,000

410,000
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Outstalding
AmoutrtGeneral and Special Oblieations:

ii ii *t. ranal."ot. ranging ftom $5,000 to $40,000, excluding interests at 7 5%,

through July 1,2033

$130,000, Series 2012, for construction purposes, payable in semiannual

installments ranging from $55,000 to $80,000, excluding interests at 7olo,

through July t, 2016

Total bonds

This Space Has Been Lefr Bla k Intentionally

These bonds are payable fiom the special ad valorem property tax of 1 50% and from the 0 4% of
sales and use taxis collected by the Treasury Deparfinent on behalf of the Municipality, which are

restricted for debt service and tlansfered to the Govemment Developm€nt Bank for Puerto fuco fol
such purposes.

The laws and regulations of the Commonwealth provide that public debt of the Mxnicipality will
constitute a first ;him on the available revenue of the Municipality. Public debt includes bonds and

notes payable. The good faith, credit and ta-xing power of the Municipality are irrevocably pledged

for the prompt payment of the principal and interest of the bonds and notes payable

The Municipality levies an annual additional special tax of 1.50% of the assessed value of personal

and real properiy. The prcceeds of this additional special tax ?rre deposited in a sinking fund

established ai GDB whe;eby sufficient tunds must be set aside to redeem the bonds in minimum

annual or biannual principal and interest pa]T nents The proceeds ofthis special tax are recorded in

the debt service fund.

Interest rates on serial bonds subject to variable tates are revjewed pe odically by GDB and are based

on the fluctuation of GDB'S weighted average mte fol its commercial paper prograrn, not to exceed

8%. Under this program, GDB issues commercial paper in the U.S. ta.table and tax-exempt markets,

in the Eurodollar market and to corpomtions that have tax exemption under the Commonwealth's

Indushial Incentives Act and qualifi ior benefits provided by the U.S. lnternal Revenue Code Section

936.

27 5,000

8,751,000
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Annual debt service rcquirements of maturity for bonds payable are as follows:

Total

20t4
2015
20t6
2017

2018

20t9-2023
2024-2024
2029-2033

2034:2035

417,000

395,000

419,000
424,OOO

161,000
2t14,OOO

2097,O00

2163,000

705,267

809,725

916,425
498,264

815,818

4t35,632
3395,117

2686,683

301,000

s 
"88,267414,725

497,425
474,264

454,818

1961,632

1298,1t7
523,643

17,884

-!___-lr3];!l.
318,884

$ M642.2t58751.000

b) Conterlible Line of Credil

Non revolving line of credit of $1,550,000, for the construction ofbowling alley, to be converted in a

revenue bond-at due date. Interest of7% will be payable on January 1 and July 1 yearly after finishing

construction of the bowling facili8. Accrued inter€st of line of credit as of conversion date will be

included as part ofthe revenue bond As ofJune 30,2013, the accrued interest amounted $411,083'

Notes Palable lo CMM

Act No. 42 - Act No. 42 of January 26, 2000 was enacted to autho ze CRIM to enter into a

"ing 
og.""."nt of up to $200 million, for a term not exceeding 30 yeafs' Tbe fmancing

agreemeint allows for the financing of a debt lhat the municipalities of Puerto Rico have with CRM,
ar"ising from the final settlements of property tsx advances versus actual colleclions through fiscal

ye". i000. Th" arnounts that the municiPalities will collect from the additional propefy tax€s

iesulting fiom the increases in the subsidy ftom the Common'ir'ealth to the municipalities arc

assigneJ through this law to repay such loan. The increase in this subsidy was the result of the

Public Law No. 238 ofAugust 15, 1999.

In addition, on July 1,2002, the Muaicipality entered into a repayment agreement with GDB and

CRIM to pay off tie remaining $1,982,632 of excess of property tax advances through fiscal year

2000 and 2601. CRM retaini the principal and intercst fiom the property tax advances of the

Municipalify. The amounts retained by CRIM are remitted to GDB on July 1 of each year tkough

July 1, 203i. The repa)T nent agrcement bears interest at va able rates determined by GDB The

outstanding principal Laiaaces ofthe note payable to CRIM amounted $1,620,034, at June 30, 2013'

The principal and interest maturities arc as follows:

4
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MTNICIPAIITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCTAL STATEMENTS (CONTINUED)

YEAR ENDED JINE 30, 2013

Year enditrg

June30.

2014
2015

20t6
2011

2018

2019-2023

2024-2028

2029-2032

Interest Total

96,605

93,491

90,181

86,662

403,160

243,595

43,891

Totar T--l6ron34 r r 5?. l 20 $ 27',7',7 .154

-

Primcipal

46,631

49,561

52,675

55,985

s9,504

400,753

560,318

394,607

146,166

146,166

146,t66
t46,166

t46,t66
803,913

803,913

438,498

Fitrancilrg of delinouent prop€rtv lax accounts sold - On July l, 2007, the Municipality entered

irto a frn"n"ing agreement with CRIM in the amount of $70,722 for the pa)T nent of delinquent

property tax account sold to private investors. The financing agreement in the form of a line ofcredit

Learing interests at 6.50% during the first 5 years, and variable interests 125 points over LIBOR rat€

during the next 25 years. At June 30, 2013, the outstanding pdncipal balances amounted to $53,749.

The pincipal and interest maturities are as follows:

June 30.

2014
20t5
2016
20t7
2018

20t9-2023
2024-2028
2029-2032

Total

Principal

2,829
2,829
2,a29
2,829
2,829

14,t45
t4,145
1r,314

-t___:tt12_

Itrterest Totrl

$ 3,342
3,t66
2,990
2,814
2,638

11,341
6,051

______-33-,402_

$ 6,171

5,819
5,643
5,461

25,486
20,206
t2,364

_s__j4i1_

d) Compensaled Abserrces

At June 30, 2013, the liability for comp€nsated absences is composed as follows:

Vacations and sick leave

Total

Due within
One vear

s 1.018-8r9

$i.ol!,E19

Due after
alg_vgar

s 371-386

$lr 1136

Toial

$r.390.20s

$r-390r05
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MTJMCIPALITY OF VILLALBA
COMMONWEALTH OF PT'ERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YF,AR ENDED JI'NE 30. 2013

Pueflo Rico DeParrtfierrl of Labor

On April 26, 20 1 I , the Municipality entered into a funding agteement with the Department of Labor

in ,fr"' urnornt of 6 1,375,598 ior tire paynent of unemployment debt The amount will be tetained

through CRIM beginningiune 5, 2011. The face amount ofloan was $1,375,5?8 and no interest' This

note ias an impGd iniirest rate of 5%. The first payment will be $137,559 with 48 pa)Tnents of

$20,000 and a final payment of$275,261. At June 30, 2013, the balance ofthis account amounted to

$703,962. The maturities of principat and interest are as follows:

Year ending
June 30,

20t4
2015

2016
Total

Principal

$ 209,561

220282
274,1t9

s 703,962

Intercsl

s 30,439

19,718

tJa

Total

$ 240,000

240,000

275261

$ 75s261

11. FT]ND BAIANCE (DEFICIT)

As ofJune 30, 2013, fund balance (deficit) is comprised of the following:

F!trd
D.blseMe NoDorior

fuld fudt

Tod nsd b.Iorc (d.ddr)
(59e79e6) r 3!uE)

2t.tn

":"

3265e2

,r'rit t
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MUNICIPAIITY OF VILLALBA
COMMONWEALTH OF PIJERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINTJED)

YEAR ENDED JUNE 30, 2013

12. COMMITMENTS ATID CONTINGENCIES

Litlsotions

The Municipatity is a defendant in a number of lawsuits adsing principally from claims against the

Uunicipatity foiatteged improper actions, ald other legal matters that a se in the ordinary course of
the Municipality's activities.

With respect to pending and threatened litigation, the Municipality has not reported liabilities in the

general i,nd foi awaried unfavorable judgment because there is not liabilities with a fixed or

;xpected due date, which will require futue available financial resouces for its paynent

It is management's opinion, baseal on the advice ofthe legal counsel, lhat the potential claims against

the Municipality nof covered by insurance will not materially affect the financial resouces for its

payment

Federdl Prosrarns

The municipality participates in a number of federal financial assistance progmms These programs

are subject ;o audit on b;half the grantors to assule compliance with gant Eovisions lf expenditures

are dis;lowed due to noncompliance with grant progmms requirements, the Municipality may be

required to reirnburse, these costs, to the grantor agency. It is the Muricipality's Management

opinion, that any amount disallowed by federal agencies, will be immaterial to the financial

statements,

Commit nenls

The Municipality has reported, outstanding encumbrances amounting to $100,493 in the general fund

at June 30, i01j. The municipality intends to honor these encumbrances, which will continue to be

liquidated under the current y;ar's budget during a lapse of period that extends into the subsequent

fiscal year.

Con str ual ia n C orrrmil me ls

The Muicipality has conmitments at June 30' 2013 ofapProximately $?59,390 fol construction, improvemets

or renovatio[ ofcertajn capital assets-

This Space IIos Been LeJt Blc k l tenlionally
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13. RXSTATEMENTS

The beginninS governmental Aciivities Net positiotr and fund balance has been restated. The following table

surnma;izes tie-changes to the Net position (Deficit) and Fund Balarce (Deficit) at the beginning ofthe year as

previously repoted in the Statement Basic financial Statement:

MTINICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLNE 30, 2OI3

Fund Balarce Net Position
(Deficit) @eficit)

B€ginning of yoar lune 30, 20 12

Capital Assets erroneously reported in the Net Position

$ (363?,812) $ 10860,742

s (210,500)

Theconectionoftheaccountspa)ableintheGeneralFund.$( 83,869)$(1183,869)

Beginning ofyear June 30, 2012 (restated) $ (482r,68r ) $ 9466,371

This Space Has Been Left Blank Intentionally
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MUNICIPALITY OF VILLAIBA
COMMONTTEALTH OF PUERTO RICO

BUGETARY COMPARISON SCHEDULE- GENERAI FIIND
YEAR ENDED JtrNE 30, 2013

M unicip al li@se laEs

Codtru.tion ercise tes
IntrgoveEmental grsts and oniibutions

Cultu6, rccEatioa dd €ducdion

U.ban md Mnomic developmot

Totat €&@ditlm

$ 977J08

blsi!)
$ 977,308

1753,315

338,237

n6,&2
1n\802
259,738

78,876

|542,6t

7733,46
712.@8

I195,076

9W,577

9tfi,775

owrGnder)
$ (0)

r34315
(r5,013)

0546,798)
1!2343

(42r296)
1L876

o2o529r)

467236

a,171
325,06

12985

9997

977,308

148.500 148.s00 o{:Z!L 488'282

1619,000

353,250

1113,4$

1129159

681,035

66,000

12747952

7640,898

8n2M
1626269

1t24,856
1375,913

1619,000

353250

1773,41X

7129,459

681,035

66,000

12747952

82m,697

154,469

t520,7U
913,563

|70,77t

Ew$ (deficimcy) of'evetrues ovei eryendtues 187,750 187,750

125f[-202 12560.X)2 l r44t,986 1118,215

vn,674 (87,070

113,375 (54375)

133,37s (54375)

s (12.70Ir $ (12,701)

$ 11542,661

391,234

s lt9ll.895

Oth.r Iirmcitrg Sourcs (uses):

T.esfei oul to other govemtal tunds

Toial Other Finmcin8 SouG (use,

N.t chrnge in fund brlmce (deficit)

t81,750

187,?50

187750

187,750

s-$-

Reconcililtioo of difi€rcne!:
Souces/innows of fDdci.t resoucs:

Aclual eoutrts Oud8pldy bdis) "avaitrbte for arproprialions"

Iiod the budee1.ry ompdho! schedule

GAAP adjBtmenl to revmue
Total evenEs ed 6 rcported on the statmt of
rcvmug, ependil!res od cheges in tund bd ces

Us$/ouiflows of fuuncial eours:
Aciual sounts Ordgetsry b6is) "toial cheses & apprcpriationJ'

fiom the budsFtey cmpuisoD schedule (hcluding ttffifer out to oihet tuDd,

Tining ditr@trces:

Cu@t yd m@mbrEn6 re@rded a! €pdditlm for bndgetarv purPos4

Pri,or y @ oeunbme @rded 6 ependnu€s for GAA? Purpos*
Entity diffeMc:

Non-budgeted epddilurs
Totrl erpendiiws ed ttufd out to other fmds d Gported on th.

srd.metrt ofrevdues, cpetrditlB od chueEs in tund baleces

s 575.361

(826,03?)

1092,001

E75,235

$ 12715,560

Orisiral rinsl

69



MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

FINANCIAL DATA SCMDULE
YEAR ENDED JLNE 30, 20 13

Balance Sheet

June 30,2013 14.E71H,ousing

111 Cash - unrestdcted

113 Cash - Other Restricted

100 Totalcash

121 Accounts Receilable - PHA Projects

'126-2 Allowance br Doubltul Accounts - Other

12o Total Recei\ables. Net ofAllowances for DoubtfulAccounts

150 Total Cunent Assets

1g Fumiture, Equipment & Machinery - Administration

166 Accumulated Depreciation

160 Total CapitalAssets, Net otAccumulated Depreciation

180 Total Noncunent Assets

190 TotalAssets

322 Accrued Compensated Absences - Cunent Portion

333 Accounls Payable - Other Go\emment

310 Total Cunent Liabilities

354 Accrued Compensated Absences _ Non Curent

350 Total Noncunent Liabilities

300 Total Liabilities

508.1 ln\ested ln Capital Asseis, Nel of Related Debt

511-1 Restricted Nel Assets

5'12.1 Unrestricted Net Assets

513 Total Equity/Net Assets

600 Total Liabilities and Equity/Net Assets

13,161

9,103

22,2U

2,038

2,038

?4,302

51,631

(51,5E6)

43

24,345

2,854

7,743

'10,637

2,46
2,46

13.043

43

9,103

2,156

11.302

'70

24,345

$

43

$
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MUNICIPALITY OF VILLAIBA
COMMONWEAITH OF PUERTO RICO

FINANCIAL DATA SCHEDULE
1'EAR ENDED JUNE 30, 2OI3

Revenue and Expense summary

June 30,2013
14,87'l Housing

70600 HUD PHA Operating Grants

70700 Total Fee Revenue

71400 Fraud Recovery

71500 Other Revenue

70000 TotalRevenue

9't'1 00 Administrative Salaries

91600 Otfice Expenses

91000 Total Operating - Administrative

96900 Total Operating Expenses

97OOO Excess of Operating Revenue over Operating Expenses

97100 Extraordinary Maintenance

97200 Casualty Losses - Non-capitalized

97300 Housing Assistance Payments

97350 HAP Portability-ln

97400 Depreciation Expense

90000 TotalExpenses

1OOO0 Excess (Deficiency) ofTotalRevenue Over (Under) Total

1'1030 Beginning Equity

11 'l70 Administrative Fee Equity

1 1180 Housing Assistance Payments Equity

11190 Unit Months Available

1'1210 Number of Unit lvlonths Leased

513 082

513,082

8,183

46,794

$ 570,059

67,657

72601

$72,601

$ 497,458

$483,658

44,149

339

600,747

(30,688)

41,990

2,199

9,103

1008

996

'7t



MT'NICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

NOTES TO FINANCIAL DATA SCMDULE
YEAR ENDED JT'NE 30, 2013

NOTE A _ BASIS OF PRNSINTATION

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

vouctre. p-gamiuo.inistered by the Municipality. The FDS was created in order to standardize the

financial infirmation reported by Public Houshg Authorities (PHA) to the Real Estate Assessment

Center (REAC), as required by the Uniform Financial Reporting Standards (UFRS) REAC is the US

Departrnent of-ilousing ana uitan Development (HUD) national manager center created to assess the

co;ditiotr of HUD owied and assisted properties. The UFRS arc rules to implement requirements of
24 CFR, Part 5, Subpart H, for the elechonic flling offinancial information to HUD'

In accordance with the guidelines for reporting and attestation requircments of LIFRS, the accompanying

FDS is included as inf6rmation supplementary to the financial statements. It was prepared using the

accrual basis of accounting, as required by REAC regulations.
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MIJNICIPAUTY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCIIEDULE OF EXPENDITI-IRES OF FEDERAL AWARDS
YEAR ENDED JIJNE 3 O, 20 1 3

F.d.aI Gan, Pa$-througt

Gn!ror/ PrgEn or clu.l.r Titlc

US. DelarlB.nl ofEonsing ud tttan D.EloFnerr:

P6 s rhrough th. Co@nwealth olPueno Ri.o - Ofrce of fic
Comnsio.er of Municipal Afaiu:

Comniry D€velop*.l Block Grmt / State's Prcg@ Clusrer:

Comnity DeYelopreni Block Get Ptugm

ARRA- Comnny DevelopEni Bloct Crdt

Tot.l P6 $thou8n th€ comnqeahh of Puefto Rno - offrc. of
the Comirs t'ier ofMuni.{ral AflaiE:

S€crbn 8 Hous ilg Cnoice Voucher PDg,m

Totor US. D.Ertn.nl of tlouitrg ,trd lhbtn DeEloFr.trt:

US.Deparrn nlof Jutice:

Pubtic Sa6ty Partneuhip sd C.mnny Poli.hg Gsts

Ps$rhrcugh the comtrwealth of Pu.no Rio ' D.pan@nt of

ARRA- R.covery Acr- Mctin As s ist€rce Fomla Crair

Tor.l us. D.Frlltrert of Jusric.:

us. D.p.rtDent oflt.ldr .nd lllmr s.Ric.:

Pss-rhrcugh ric comnwalth of tberto F.no - c'tr* o{
Govemor, Eldetly Offce:

Specia! P6gm for Aging, Tidle, larl B

Tffil US. D.parbre of&rllt -d Hrmtr S.ni..s.

us. D.Darherr oIE mel.bdSectrrily:

P6s-thDugh $. Co.funwahh ofluerIo Rico <nv.Bor
AuthoriDd Repft sentativc (GAR)

DidterGznls Publi.Assislace

Toi,l US, D.!.ron€nt ofIIoDelnnd S..uriryl

TOTAI DOINDTTURE OT fiDI]ILAL AWARDS

14.228 FC{'AB-6dFGDR-6dARDR-66

t4-255 08-ABAR-66{I

14.871 lvA

951,9.18

32,61t

98,1,619

5?0,060

t6.710 20lota,twx0275

t680r 200qsGMv-01 l2

93.044

1554,679

11.326

10,306

41,632

22,W

22,trg

489.207

449,241

See accomFnling Nold ioSch.dule ofBp.ndtures ofFed.rtr AMr{b.
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT'ERTO RICO

NOTES TO THE SC}IEDT'LE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JT]NE 30. 2013

NOTE I: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awads includes the fedeml grant activity of the

Municipaliiy of vlttalba, Commonwealth of Puerto fuco (the Municipali9 for the year ended June 30,

2012. The Municipality's rcpo ing entity is disclosed in Note I to the Municipality's basic financial

statements as of and for the fiscal year ended June 30,2012.

The accompanying schedule of expenditures of federal awards is presented on the modified accrual basis

of accounting.

The infomation in this schedule is presented in accordance with the requjrements of OMB Circular A-
133, Audits of States, Local Govemments, and Notr_Profit Organizations. Therefore, some amounts

presented in this schedule may differ from arnounts presented in, or used in the preparation of the basic

financial statements.

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditues of Federal Awards is prepared fiom Municipality's

accounting records and is not intended to present financial position or the results of operations.

The finalrcial transactions are recorded by the Municipalif in accordance with the terms and conditions

of the gra[ts, which are consistent with accounting principles geneElly accepted in the I]nited States of
America.

Expenditues are recognized in the accounting period in which the liability is incuned, if measumble or

when actually paid, whichever occurs first.

NOTE3: FEDERAL CFDA NUMBER

The CFDA numbers included in this Schedule are determined based on the program name, review of
glant contact infomation and the Of1ice of Management and Budget's Catalogue of Fedeml Domestic

Assistance.

NoTE 4: PASS THROUGH GRANTOR'S NIIMBER

State or local govemment redistribution of federal awaads to the Municipality, treated as if they were

received directiy from the federal government. OMB Circular A-133 requires the schedule to include the

name of the pass through entity and ideffirying number assigned by the pass through entity for federal

awards received as a sub-recipient. Numbers identified as N/AV are not available.

NOIE5: MAJORPROGRAMS

Major progams are identified in the Summary ofAuditor's Results Section ofthe Schedule oflindings
and Questioned Costs.

END OF NOTES

74



frr.rorA&RAMos
Contadores Piblicos Autorizados, C-S.P

I}IDEPEI\Df,NT AI]DITOR'S RXPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTIIER MATTf,RS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERIORMED IN ACCORDANCE WITII GOVERNMENT
AIiDITING STAIIDARDS

To theEoromble Mayor add
Members of the Municipal Legislature
Municipalify of Villalba, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards

issued by the Comptroller General of the United States, the financial statements of the govemmental

activities, each major firn4 and the aggregate remaining fund information of Municipality of Villalba,

Puerto Rico (Municipality), as of and for the fiscal year ended June 30, 2013, and the r€lated notes to the

financial statements, which collectively comprise the Municipality's basic financial statements and have

issued my report thereon dated Novembel 4, 2014. The report on the govemmenlzl fund financial

statements was unqualified. In addition, the repoft on the govemmental activities statement has a

disclaimer opinion because ofthe inadequacies ofthe capital assets subsidiary ledger'

Internal Control Over Financial R€palulg

In plaming and performing our audit of the financial statements, we considered the Municipality's

intemal control over fmancial reporting to determine the audit procedures that are appropriate in the

circumstances for the purpose of expressing our opinions on the financial statemeDts, but not for the

purpose of expressing an opinion on ihe effectiveness ofthe Municipality's intemal control. Accordingly,

we do not express an opinion on the effectiveness ofthe Municipality's intemal control

OuI considemtion of intemal control was for the limited purpose described in the first para$aph of this

section and was not design to identi! all deficiencies in intemal control that might be material

weaknesses or significant deficiencies and therefore, material weaknesses or sigrificant deficiencies may

exist that were not identified. However, as described in the accompanying Schedule of Findings and

Questioned Costs, we identified certain deflcienci€s in intemal contol that we consider to be material

weaknesses,

A defciency in inlernal control exists when the design or operation of a control does not allow

management or employees, in the normal coulse of performing their assigned functions, to prevent or

d€tect and correct misstatements on a timely basis. A malerful weakne$ is a deficiency, or combination

of deficiencies, in intemal control such that there is a reasonable possibility that a matedal misstatement

ofthe entity's financial statements will not be prcvented, or detected and corrected on a timely basis. A
signifrcant deJicienq is a deficiency, or combination ofdeficiencies, in intemal coDtrol that is less severe

th;n a material weakness, yet important enough to merit aftention by those charged with govemance. We

l7f1787 -864.92711 Po sOX a5 . Guayama, PR 00785 | C/ Baldorioty 22 oeste ' Guayama, PR 00784



INDEPENDENT AUDITOR'S REPORT
MI'NICIPALITY OF VILLAIBA

consider the deficiencies described in findings 13-01 and l3-02 included iD lhe accofip nying schedule of

Findi gs and S estioned Corrs to be matenal weaklesess.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Municipality's financial statements ate ftee

of rnateriat misstaiement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant ;grcements, noncompliance with which could have a dircct and material

efect on the determination of financial statement amounts. However, providing an opinion on compliance

with those provisions was not an objective of our audit, and accordingly, we do not express such an

opinion. Th; results of our tests disclosed instances of noncompliance or other matterc that are required to

be reported nnder Government Auditing Standards and which are described in the accompanying

Schedule ofFhdings and Questioned Costs as item 13-01 and 13-02.

Municinalitv's ResDonse to Findines

Municipality's response to the findings identified in our audit are described in the accompanying

Scheduie oi Findings and Questiofled Costs. Municipality's response was not subjected to the auditing

procedues applied io the audit ofthe fmancial statements and, accordingly we express no opirion on it'

Purpale_oflhts&la!!

The pur?ose of this report is solely to desc be the scope of my testing of internal control and complialce

and ihe results of thai testing, and not to Povide an opinion on the effectiveness of the entity's intemal

control or on compliance. This report is an integal part of an audit performed in accordance with

Govemfient Auditi;g Standards in considering the entity's intemal control and compliance Accordingly,

this communication is not suitable for any other purpose.

.r-)

/":I-au g---
MxNDozA & RAMOS

CERTIFIED PUBLIC ACCOI]NTANTS, C.S.P.

Guayama, Puerto Rico
November 4,2014

Sraf,p noEb.r 02696917 us
.ltrx.d to lh. origi.al oI this r.port
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ftu*oorA&RAMos
Contadores Piblicos Autorizados, C 5'P

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR

PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB
CIRCULAR A-133

To the Honorable Mayor and

Members of the Municipal Legislature
Municipality of Villalba, Puerto Rico

Repprt on Compliqlee..lblEasLry[qialEedqalB!9salq

We have audited Municipality of Villalba, Puerto fuco (Municipality) compliance with the g?es of
compliance requirements descdbed in the O,t[B Circular A'1j3 Compliance Supplement thnt conldh^ve d

direct and material effect on each Municipality's major federal programs for the fiscal year ended June

30, 2013. The Municipality's major federal progams are identified in the summary of auditor's results

section of the accompanying Schedule of Findings and Questioned Costs.

Management's Responsibility

Management is rcsponsible for compliance with the rcquirements of laws, regulations, contracts, and

grants applicable to its federal progams.

Auditor's Respglribili8

Our responsibility is to express an opinion on compliance for each of the Municipality's major fedeml

prograrns based on our audit of the t)?es of compliance requircments referred to above. we conducted

our audit ofcompliance in accordance with auditing standards genemlly acrepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issned

by the Comptroller Geneml of the United States; and OMB Circuld A'133, Audits of States, Local

Governme ls, and Non-Prolt Oganizatiors. Those standards and OMB Circular 4-133 requirc that we

plan and perform the audit to obtain reasonable assurance about whether noDcompliance with the O?es of
iompliance requirements rcferred to above that could have a direct and material effect on a major federal

program occurred. An audit includes examining, on a test basis, evidence about the Municipality's

compliance with those requirements and perfoming such oihel procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major

federal pro$am. However, our audit does not provide a legal detemination of Municipality's
compliance.

Opinion on Each Maior Federal Prcaams

In our opinion, the Municipality, complied, in all material respects, with the types of compliance

requircments referred to above that could have a dhect and material effect on each of its major federal

programs for the fiscal year ended June 30, 20 1 3
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INDEPENDENT AUDITOR'S REPORT
MLNICIPAIITY OT VILLALBA

Other Matters

The results of our aualiting procedures disclosed instances of noncompliance, which arc requ ed to be

reported in accoralance wih'OMB Circular A-133 and are described in the accompanying Schedule of
Fi;dings and Questioned Costs as item 13-03 through 13-08 our opinion on each major federal program

is not modified wilh respect lo lhese maners.

Municipality's response to the noncompliance finding identified in our audit is described in the

accom;anying Sch;dule ofFindings and ouestioned Costs. Municipality's response was not subjected to

tt e auiiting pioc"au.es applied in ihe audit of compliance and, accordingly we exprcss no opinion on the

tesponse.

Repa4-qlllEllal-CExlalare{pllp.!.ianlg

Management ofthe Municipality is responsible for establishing and maintaining effective intemal control

over ;mpliance with the t ?es ;f compliance requirements refered to above ln planning and performing

our audit;f compliance, we considered Municipility's internal control over compliance with the tlpes of
requirements thai could have a dfect and mate;ial effect on each major federal plogram to determine the

auditing procedures that are approp ate in the circumstances for the purpose ofexpressing an opinion on

compli;;e for each major fediraf program and to test and report on intemal control over compliance in

acc;dance with oMB Circular A-ti:, tut not fol the purpose of expresshg an opinion on the

effectiveness of intemal control ov€r compliance. Accordingly, we do not exPress an opinion on the

effectiveness ofthe Municipality's intemal control over compliance.

A- defciency in intefial control over conlpliance exilss .when the d€sign or opemtion of a contol over

comiliaace does not allow management o; employees, in the normal course of performing theh assigned

functions,topreventordetectandconectnoncompliancewithatleofcompliancerequircmentofa
federal program on a timely basis. A material |9eakness in intemal control over compliance is a

deficiency, 
-or 

combination of deficiencies, in intemal control over compliance, such that there is a

reasonabie possibility that material noncompliance with a O'p€ of compliance requirement of a federal

program wiil not be'prevented, or detected and corrected on a timely basis' A significant defciency in

)nteimal control overiomplionce is adefici*cy, or a combination ofdeficiencies, in intemal contol over

compliance with a qpe oi compliance requirement of a federal progBm that is less severe than a material

*eainess in internal'conaol over compliance, yet important enough to merit attention by those charged

with govemance.

oUI consialeration of intemal control over compliance was for the limited purpose described iD the first

paragraph of this section and was not designed to identiry all deficiencies in intemal control ovel

iomiliance that might be material weakresses or significant deficiencies and- therefore, material

*"ui.o"rr", or signiicant cleficiencies may exist that were not identified We-did not identiry any

deficiencies in intJmal conhol over compliance that we consider to be matedal weaL'nesses However' we

identified certain deficiencies in intem;l control over compliance, as described in the accompanying

Schedule of Findings and Questioned costs as items 13-03 through 13-08 trough that Ive consider to be

significant deficiercy.

Municipaliry,sresPonsetotheinternalcontrolovercompliancefmdingsideftifiedinourauditale
described in the accompanying Schedule oflindings and Questioned Costs Municipality's response was

not subjected to the a;iting procedures applied in the audit of comPliance and, accordingly we express

no opinion on the response.
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INDEPENDENT AUDITOR'S REPORT

MIJMCIPAIITY OF VILLALBA

The purpose of this report on intemal control over compliance is solely.to descibe the scope of my

iJ,ig ;ijr,,"-"I ".rdol 
over compliance and the results of that testing based on the 

'equilements 
of

Purpalq-aflluuepat

OMBtircular A-133. Accordingly, this report is not suitable for any other purpose'

CERTIFIED PUBLIC ACCOUNTANTS, C.S.P.

Guayama, Puerto Rico
November 4, 2014

sramp nunher 0299691E wrs
rmxed to th. origitrd ofrht report

/A-.^I-
MxNDozA & RIMOS
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Mtn.fl CIPAIITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AN'D QL'ESTIONED COSTS
FOR THE FISCALYEAR ENDED JUNE 30, 20 13

SECTTON I.SUMMARY OF AUDITOR,S IIESULTS

tr
tr

a
E

tr
E
tr
tr

Financial Statements
T)?e ofauditors' report issued:

Internal conhol over financial reporting:

. Matedal weakness (es) identified?

. Significant deficiencies identified that
are not considered to be material weakness (es)?

. Noncompliarlce material to financial statements noted?

Fedeml Awards

Lrtemal contol over major programs:
. Material weakness (es) identified?
. Significant deficiencies identified that

are not considered to be material weakness (es)?

T]?e of auditors's report issued on compliance for
Major hograms:

Any audit findings disclosed that are required to be reported

in accordance with 510(a) OMB Circular A-133?

The Municipality's major progmms werc:

tr Unqualified Opinion, excePt for
disclaimer opinion for govemment_wide

financial statement
E Qualified opinion
E Adve$e opinion
I Disclaimer Opinion

E Yes

Yes

!No

tr Yes

E Yes

tr

tr

None Reported
No

No

None Reported

Unqualified opinion
Qualified Opinion
Adverse Opinion
Disclaimer

EYes trNo

CFDA Number Name ofFederal Program

t4.228
14.871
9',7.036

Dollar threshold used to distinguish between

TWe A atrd Tr?e B Progams:
Auditee qualified as low-risk auditee?

Community Development Block Gmnt
Section 8 Housing Choice Vouchers
Disaster Grants - Public Assistance

$300,000
E Yes
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MI iNICIPAIITY OF VILLAIBA
COMMONWEALTH OF PI,ERTO RICO

SCHEDULE OF FNDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JIJNE 30, 201 I

SECTION II _ FINANCIAL STATEMENTS FINDINGS AND QI]ESTIONED COSTS

FINDING

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

13-01

INTERNAL CONTROL

CAPITAL ASSETS

Fixed \ Capital Assets and Expetrditures - Subsidiary Ledger

The Municipality has not mahtained complete and adequate records in

order to obtain sufficient, competent evidential matter with .espect to the

Capital Assets reported in governmental activities and, accordingly, the

amount by which this departure would affect the assets, net assets, and

expenses ofthe goverDmental activities is not determinable-

Chapter IX, Article 9.002 of State Act Number 8l of August 30, 1991

states that the municipaliry should maintain updated property accounting

records. Also the GASB Statements No.34 Basic Financial Statements

- a d Management's Discu.ssion dnd Analysis - fot Stale ond Local

Govemments teqnirc that all capital assets, including infrastructure, must

be presented in the Statements of Net Ass€ts and that these assets must

be depreciated during its usetul life. Also, plovisions ofGASB Statement

No. 42, Accounting otd Financial Repo ing of lmpaitments of Capital
Assets and for Instnance Recoveries, teqnites the Municipality to
evaluate prominent events or changes in circumstances affecting capital

assets to determine whether an impairment of a capital asset has

occured. Furthermore, prcvisions of GASB Statement No. 51,

Accotuting and Financial Reporting fol Intangible Assets, require that

all intangible assets not specifically excluded by its scope prcvisions be

classified as capital assets.

Competent and suflicient evidential matter related to the capital assets

was not available to support the value, completeness and ownership of
[hese assets.

The Muricipality's Govemment Wide Financial Statements do not

preseDt fairly, the fDancial position of the govemmental activities, and

the change in financial position ofthe Municipality.

We recommend that the Municipality should continue the compilation of
documents to support the value, completeness and ow[ership of its
capital assets, to comply with the requirements of the GASB Statement

No. 34, GASB Statement No. 42 and GASB Statement No.5l.

CRITERIA

CAUSE

EFFECT

RECOMMENDATION
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PT]ERTO RICO

SC}IEDI'LE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR EN'DED JUNE 30, 2OI I

SECTIoN II _FINANCIAL STATEMENTS FIT\DINGS AND QUESTIONED COSTS

FINDING

QUESTIONED COSTS

MANACEMENT RESPONSE

AND CORRISTTVE ACTION PLAN

13-01 (CONTTNUED)

NONE

The Municipality is gathering information related to the capital assets as

one of its priority on the Finance Department The person that has been

assigned for this work is been obtaining rclevant information on a daily

basis and such information it's been recorded on our accounting system.

We understand that the circumstances didn't let us assigll morc personnel

to complete this task in the curent fiscal yea! nonetheless we are

providing as much support as we could possibly cafl to comply with the

requirements. We can consewatory asses that this situation can be solve

by the next fiscal year.

knplementation Date: December 31, 2012

Responsible Person: Mrs. Lilliam Villanueva
Finance Departrnent Director
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MT'NICIPAIITY OI VILLAIBA
COMMONWEALTH OT PIJERTO RICO

SCI{EDI]LE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEARENDED JUNE 30,2011

SF,CTIoN II _ FINANCLI STATEMENTS FINDINGS AND QUESTIONED COSTS

FI}IDING

CATEGORY

TOPIC SENTENCE

CONDITIONS

l3-02

INTERNAL CONTROLS

Accounting System

The accounting system and manuals registers used by the Municipaliry to

account and register the financial tmnsactioN during the fiscal year does

not provide for the surnrna zation of transactions that permit the

prepamtion of Municipality's financial statements in confomity with the

General Accepted Accounting Principles of the United States of America
(GAAP).

There arc no intemal controls or records to account for the inter fund

receivable and payables balances between Municipality's funds. Monthly
program's expenditures fiflanced by the Municipality's general fund are

not being register, monitored nor accounted fol by the ho$ams'
accountants. ln addition, inter firnd hansactions regarding the

reimbursement of money between funds were not supported by an

analysis.

The Municipality does not have with an accounts receivable subsidiary

ledger.

According to Article 8.010 (a) and (b) of Law Num. 8l for the

Municipalities of Puerto fuco, the computerized system and the

procedures of accounthg and property will be design so that it allows the

Municipality to carry out its functions, at the same time as they serve to

maintain an uniform and coordinated accounting, that provide a complete

picture of the financial opemtions of the Municipality and the neaessary

financial information that assist the Municipality Legislature, the

Govemor, and the Secretary of the Puerto Rico Treasury Department in
the performance of its respective resPonsibilities. Municipalities
accounting will be based orl funds, Genemlly Accepted Accounting

Principles and the requirements established by the Govemmental

Accounting Standard Boad. Also the pronouncements of the National

Committee on Govemmental Accounting and the "Blue Book" will be

used to d€sigr municipalities' accounting systems aird fiscal procedures.

Municipality's accounting system and financial reports are subject to

State's agencies requirements which does not allow nor provide the

Municipality with the necessary tools capable of recaptudng fie financial

information and provide financial statements.

CRITERIA

CAUSES
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PIIERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR TI]E FISCALYEARENDED ruNE 30' 2011

SECTIoN II - FINANCIAL STATEMENTS FINDINGS AND QUI'STIONED COSTS

FINDING

EFFECT

13-02 (Co\.rNUED)

The lack of an adequate accounting system which can captures all the

financial information and generates Municipality's financial statements

for each fiscal year affect the Municipality ability to measure the

financial and nonfinancial performance of programs and activities;

adequately safeguard significant assets and properly record various

tansactions; and hinder the Municipality fiom having reliable financial

information to operate in an economical, efficient, and effective manner.

Sound decisions on the current rcsults and fiiture direction of vital
progmms and policies are made more difficult without timely, reliable

and useful financial performance information.

The Municipality should establish and implement the necessary measures

that allow the suriflaJizatiotr of the financial transactions in order to
prepare the financial statements irl confomity with GAAP.

None

The Municipality of Villalba has acquired a new accounting system for
the Finance Depaiment that complies with GAAP Therefore, we can

assure that the procedules related to the financial information in the

Municipality in order to prepare the irformation according to GAAP will
be in effect for next fiscal year. This sifuation has been solved

ImplementationDate: January 31, 2013

Responsible Person: Mrs. Lillian villanueva
Finance DePartment Director

RECOMMENDATION

QUESNONED COSTS

MANAGEMENT RESPONSE

AND CoRRECTIVE ACTION PLAN
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M1JNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCALYEAR ENDED JIJNE 30, 2013

SECTION III _ Ff,DER{L AWARD FTNDINGS A]\D QUf,STIONI'D COSTS

[.TN'DING

FEDERAL PROGRAM

l3-03

COMMI]NITY DEVELOPMENT BLOCK GRANT/STATE'S
PROGRAM (CDBG) (CFDA NO. 14.228) DEPARTMENT OF

HOUSING AND URBAN DEVELOPMENT PASS T}IROUGH
STATE.OFFICE OF COMMISSIONER OF MIJNICIPAL AIFAIRS

INTERNAL CONTROL / COMPLIANCE

PROCI]REMENT STANDARDS

LACK OF REQUIRED CONTRACT CLAUSES

In testing compliance with th€ procurement requircment, we examined

four contmcts for consfitction projects formalized between July 2012

and June 2013. In relation to such examinatiol we detemined none of
them include the following required contract clauses.

. Contactual legal remedies when contractor violates telm

. Granting access to GAO and othe, federal agencies to books and

documents.

. Retention of all required records for three yea$ aiier grantees or

subgrantees make final pa)'ments and all other pendhg matters

are closed.

. Suspension and Debarment Certification.

Code of Federal Regulations, Subpart C, 24 CFR section 85.36 (i)
(l-13) srates lhat subgranlee's conEact musl contain provisions in
para$aph (i) ofthese Sections. Federal agencies are p€rmitted to require

changes, remedies, changed conditions, access and records retention,

suspension of work, and other clauses approved by the Office of
Proculement Policy.

The Municipality did not maintain approPriate procurement standard

procedures in order to sssule that contractor complies with program

rcquircments.

Municipality is not ill complia[ce with the mentioned federal regulations

We recommend management to update contact model according with
the federal requiremenl.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

CRIIERIA

CAUSE

EFFECT

RECOMMENDATION
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MUNICIPALITY OF VILLALBA
COMMONWEALTH OF PUERTO RICO

SCHEDLtrE OF FINDINGS AND QT]ESTIONED COSTS
FOR T}IE FISCALYEAR ENDED JI]NE 3 O, 20 I3

. SECTION M_FEDf,RAL AWARD FINDINGS AND QUESTIOMD COSTS

QUESTIONEDCOSTS None

MANAGEMENT RESPONSE

AND @RRECTN.E AcrrON PLAN The city clerk's ollice or Municipality's secreta.ry oIfice is evaluating

all conshuction contracts clauses on a consistent basis and a dmft with all
corespondent clauses is been currently use in the Municipality.
Nonetheless, there are some contracts that have be€n signed before this
evaluation that hasn't been amended in order to incorporate these clauses

on them. Proper measures will be taken in order to fully comply with the

regulatiom.

Implementation Date: January 31, 2013
Responsible Pelson: Mss. Marena Navarro, Esq.

Municipality's Secretary Offi ce Director

This space is intentionalD lefl bldnk
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MIJNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCHEDI]LE OF FINDINGS AND QIJESTIONED COSTS
FOR TI{E FISCALYEAR EN'DED JI]NE 30, 2013

SECTIoN III _ Ff,DIR{L AWARD FTNDINGS AND QUESTIONED COSTS

FINDING

FF,DFRAI, PROCRAM

13-04

COMMLINITY DEVELOPMENT BLOCK GRANT/STATE'S
PROGRAM (CFDA NO. 14.228) DEPARTMENT OF HOUSING AN'D

URBAN DEVELOPMENT PASS T}IROUGH STATE-OFFICE OF

COMMISSIONER OF MIJNICIPAL AFFAIRS

INTERNAL CONTROL / COMPLIANCE

SUSPENSION ANTD DEBARMENT

ABSENCE OF CONTROLS TO ASSI]RE COMPLIANCE WITII
SUSPENSION A}tD DEBARMENT

As determined by interviews to Program personnel and by examination

ofEojects files, the Municipality did not maintain adequate conhols and

procedures to assure that the individuals and entities which are graDted

with contacts are not suspended or debafed fiom pafiicipation in federal

progmms.

As stated in 24 CFR 85.35 grantee and subgrantee mnst not make any
award or permit any award (subgrant or contract) at any tier to afly party

which is debared or suspended or is otherwise excluded from or
ineligible for participation in Federal assistance progams uDder

Executive Order 12549, "Debament ard Suspension".

The Municipality has no policies and procedures for the use of the List of
Parties Excluded fiom federal procurement or non-procurement
progmms to assure that they do not award assistance to listed parties.

As a rcsult of this deficiency, the Municipality could have procured

goods or services from organizations and individuals that are suspended

or debaned which could rcsult in cost disallowances by the federal

awarding agency.

The Municipality should amend thef procurement procedures and

include a step to veriry whether or not the individual or entity is on the

list of parties excluded from federal participation in prccurement and

non-procurement prograrns. The MuniciPality should also require the

entities or individuals to submit a ce ification stating that they are not
suspended or debaned or add a clause or condition to the covercd

transaction with that entity.

None

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

QT]ESTIONED COSTS
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MU{ICIPAIITY OF VILLALBA
COMMONWEALTH OF PT'ERTO RICO

SC}IEDT]LE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEAR ENDED JUNE 30,20I3

SECTION TII - FEDERAL AWARD FIN'DINGS AND QUESTIONED COSTS

MANAGEMENT RESPONSE

AND CORRECTryE ACIION P[-A.N Although the Municipality may not do the process described in the

finding, proper measures are been taken by the Fedeml Pro$ams

o"r,o*.i in ord.. to .omply wilh the reBulations. The Bid Board ofthe
\4unicipality requesl reliable documentation of the enlilies parlicipatinB

in bids before they award any bid. AIso, the Finance Department solicits,

before making any payments, entities documents to assure the entity is in

good standing and complies with state or federal regulations These

measures, among others serve as a precautionary control in order to
protect the best innterests of the Municipality of Villalba in

administedng its public furds.

ImplementationDate: January 31, 2013

Responsible Person: Mss. Marena Navarro, Esq.

Municipaliiy's Bid Board President

Municipality's Secretary Ofiice Director

M$. Sara Robles
Federal hogram Office Director
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QI]ESTIONED COSTS

FOR THE FISCALYEARENDED JLNE JO,2013

SECTToN III _ FEDf,RAL AWARD FINDINGS AND QUESTIONED COSTS

FI}tDING

FEDERAL PROGRAM

l3-05

SECTION 8 HOUSING CHOICE VOUCMRS PROGRAM

(CFDA NO. 14.871) DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT

INTERNAI CONTROL / COMPLIANCE

REPORTING

FAILURE TO SIJBI\{IT IN A TIMELY MANITER THE
FINANCIAL INFORMATION

The Municipality failed to submi! in a timely manner, the audited and

unaudited financial information for the fiscal yeat 20\l'201,2 and 2012-

20 I 3 to HUD, through the FASS-PH system.

CFR 24, Section 5.801 (b) states that financial information (2) submitted

electronically to HUD through the inteme! or in such other elecftonic

format designated by IIUD, or in such non-electronic format as HUD

may allow if the burden or cost of electronic .eporting is determined by

HUD to be excessive.

The Municipality is not complying with the due dates established by

HUD to submit the audited repofis and unaudited reports.

The Municipality did not submit to HUD, the required reports, in a

timely manner in order to comply with the Fedeml rcgulation.

The Muflicipality should implement adequate controls to prepare

accurate financial reports as requfed by HUD-

None.

The Municipality of Villalba expe enced personnel difficulties-in the

Finance DepartmeDt for completing the information needed for the

financial statements in the fiscal year mentioned in the finding. We have

supported the fmance department peNonnel with professionals that ale

helping to prevent lhat $is situalion ma) occur again.

IrnplementationDate: January31, 2013

Responsible Percon: Mrs. Lillian Villanueva
Finance DePartment Director

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

ETFECT

RECOMI\mNDATION

QUESTIONED COSTS

MANAGEMENT RESPONSE

AND CORRECTTVE ACTION PLAN
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PIJERTO RICO

SCMDULE OF FINDINGS AND QUESTIONED COSTS

FOR TTIE FISCALYEARENDED ruNE 30,2013

SECTIoN III _ FEDf,RAL AWARD FINDINGS AND QUf,STIONED COSTS

FINDING

FEDEML PROGRAM

13-06

DISASTER GRANTS _ PUBLIC ASSISTANCE (CFDA NO. 97.036)

DEPARTMENT OF HOMELAND SECURITY PASS THROUGH

COMMONWEAITH OF PIIERTO RICO .GOVERNOR

AUTHORIZ ED REPRESENTATWE (CAR):

COMPLIANCE / INTERNAL CONTROL

ALLOWABLE COSTS / REPORTINC (FISCAL REQUIREMENTS)

LACK OF ACCOUNTING RXCORDS AI\D INADEQUATI]
CONTROLS

During our intemal control auditing procedues we observe tho

following:

1. The Disaster Grants - Public Assistance Program (the Pro$am) did

not maintain an adequate fiscal control and accounting records over

the management, use attd registering of ftrnds ganted by the taad
Agency (GAR) during the fiscal year 2012-13. Among the

deficiencies founds were the following:

- The Program did not have a general ledger or any oiher related

subsidiary ledger. For such reason, during the fiscal year 2012-13

financial transactioos werc not registered neither reconciled, at

leas! on a monthly basis.

- There were no intemal controls neither records to account foa the

inter firnd receivable and payables balances Program's

expenditures financed by the Municipality's Seneral fund were not

reg$tered, neithel monitored nor accounted for by the Prcgram's

accountant.

- No Official Collector Receipts were prepared for the plogam cash

receiPts.

2. Du ng our intemal control tests to seven disbursement tmnsactions,

we observe the following:

- ln I case the invoice was not marked as paid

- one receiving report was not available to evaluate.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDIIIONS
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MUNICIPALITY OF VILI-ALBA
COMMONWEAITH OF PUERTO RICO

SCHEDIJLE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCALYEAR ENDED JIJ'}'IE 3 O, 20 13

SECTIoN III _FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

FINDING

CRITERIA

13-06 (CoNTTNUED)

As stateal in 44 CFR 13.20, (a) A State must expand and account for
grant funds in accordance with State laws and procedues for expending

ind accounting for its own funds. Iiscal control and accounting

procedures of the State, as well as its subgrantees and cost-type

aontractors, must be sufficient to- (1) Pemit preparation of rcports

required by this part ald the statutes authorizing the gmnt, and (2) Permit

th; hacing of funds to a level of expenditures adequate to establish that

such funds have not been used in violation of the restrictions and

prohibitions of applicable statutes. (b) The financial management

aystems of other grante€s and subgrantees must meet the following

standads: (1) Financial reporting. Accurate, curent, and compl€te

disclosure of the financial results of Iinancially assisted activities must be

made in accordance with the fmancial reporting requirements ofthe gant
or subgrant. (2) Accounting records. Grantees and subgrantees must

maintain records which adequately identi& the source ard application of
funds provided for financially-assisted activities. These records must

conhi; information pertaining to giant or subgrant a\,ards and

authorizations, obligations, unobligated balances, assets, liabilities,

outlays or expenditures, and income. (3) htemal control. Effective

contol and accountability must be maintained for all gant and subgrant

cash, real and personal proPerry, and other assets Grantees and

subgrantees must adequately safeguard all such property and must assure

that it is used solely for authorized purposes.

The Municipality's and Progrcrn's management have not established the

procedures and adequate intemal controls to ensure the adequate

recorditrg of all related financial information.

These conditions inhibit the Municipality fiom having current accuate

and reliable financial teports and information necessary for management

to take efricient and effective actions, including corrective actions plans'

Also, the awarding agency iniibits from monitoring the programs

financial perfomance.

The Municipality should establish a plan and implement the

corresponding intemal controls to ensure that all Program's fansactions

and activities are prope y rccorded and fairly presented in accordance

with pro$am requirements and that all financial hansactions' supporting

documents are pioperly safeguarded. In addition, should establish and

maintain a subsidiary ledger to accurately account for ilter fund

fansactions.

None

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS
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MI,'NICIPALITY OF VILLALBA
COMMONWEAITH OF PUERTO RICO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR TIIE FISCALYEAR ENDED JIJNE 30, 2013

SECTION III _ FEDERAL AWARD FINDINGS AND QL,'ESTIONf,D COSTS

FINDING

MANAGEMENI RESPONSE

AND CORREqIIYE ACTION PT-{N

13-06 (CONTTNUED)

The Municipality of villalba had acquired a new accounting system for
the Finance Deparhnent that solved this situation. Therefore, we can

assure that the procedures related to recording the accounting

information ofthe Municipality's prognms will comply with GAAP and

will be subject to the correspoDdent examination

knplementation Date: January3l, 2013

Responsible Person: Mrs. Lillian Villanueva
Finance Deparhnent Director
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MI]MCIPAIITY OF VILLALBA
COMMONWEALTH OF PTIERTO RICO

SCMDULE OF FINDINGS AND QUESTIONED COSTS

FOR TTIE FISCALYEAR ENDED JIJNE 30, 2013

SECTIoN III _ FEDERAL AWARD FINDINGS AND QIJ.ESTIONED COSTS

FINDING

FEDERAI PROGRAM

13-07

DISASTER GRANTS _ PIIBLIC ASSISTANCE (CFDA NO. 97.036)

DEPARTMENT OF HOMELAND SECURITY PASS THROUGH

COMMONWEALTH OF PUERTO zuCO -GOVERNOR

AUTHORIZED REPRESENTATIVE (GAR):

INTERNAI CONTROL / COMPLIANCE

PROCTJREMENT STANDARDS

LACK OF RXQI]IRED CONTRACT CI-AUSES

IIr testrng compliance with the procurement requirement we examined

two contracts for design of construction projects fomalized in November

2012. ln relation to such examination we observe the following:

The two reviewed contacts did not include the following requied
clauses:

. Contractual legal remedies whell contractor violates term.

. Granting access to GAO and other federal agencies to books and

documents.

. SuspeNion and Debarment Certification.

. Compliarce with Executive Order 11246 of September 24' 1965,

entitled "Equal Employment Opportunity," as amended by

Executive Order 11375 of October 13, 196?, and as

supplemented in Departrnent of Labor regulations (41 CFR

chapter 60).

Code of Federal Regulations, 44 CFR Section 13.36 (i) ( 1- t3) states that

subgrantee's contract must contain provisions in paragaph (i) of these

Seciions. Federal agencies arc permitted to rcquirc changes, remedies,

changed conditions, access and lecords rctention, suspension of work,

and other clauses approved by the Of6ce of hocurement Policy'

The Municipality did not maintain appropriate procurement stardard

procedures in order to assure that contacto complies with program

requirements.

Municipality is not in compliance wilh the mentioned federal regulations'

CATEGORY

NONCOMPLL{NCE

TOPIC SENTENCE

CONDITION

CPJTERIA

CAUSE

EFFECT
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MUNICIPALITY OF VILLAIBA
COMMONWEALTH OF PUERTO RICO

SCIIEDI,'LE OF IINDINGS AND QI'ESTIONED COSTS

FOR THE FISCALYEAR EN'DED JUNE 30, 2OI3

Sf,CTION TII _ FEDERAL AWARD I'INDINGS AND QUESTTONf,D COSTS

FINDING 13-07 (CoNTINUED)

- RECOMMENDATION We recommend management to upilate contract model according with
dre federal requirement.

- QLBSTIONEDCOSTS None

MANAGEMENT RESPONSE
! AND CORRECIM ACTION PLAN

The City Clerk's Office or Municipality's Secretary Office is evaluating

all construction contacts clauses on a consistent basis and a draft with all
correspondent clauses is been currently use in the Municipality.
Nonetheless, there arc some contracts that have been signed before this
evaluation that hasn't been amended in order to incorporate these clauses

on them. Proper measures will be taken in oder to fully comply with the
regulations.

Implementation Date: January 31, 2013

Responsible Pe$on: Mss. Marena Navarro, Esq.
Municipality's Secretary office Dire.tor
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MUNICIPALITY OF VILLALBA
COMMONWEAITH OF PI'ERTO RICO

SCHEDI]LE OF FINDNGS AND QUESTIONED COSTS

FOR THE FTSCALYEAR ENDED JUNE 30, 20 13

SECTION III.FEDERAL AWARD FIIYDINGS AND QUESTIONED COSTS

FII{DING

FEDERAL PROGRAM

l3-08

DISASTER GRANTS _ PUBLIC ASSISTANCE (CFDA NO. 97'036)

DEPARTMENT OF HOMELAND SECURITY PASS THROUGH

COMMONWEALTH OF PTIERTO RICO -GOVERNOR

AUTHORZED REPRESENTATIVE (GAR):

INTERNAL CONTROL / COMPLIANCE

SUSPENSION AND DEBARMENT

ABSENCE OF CONTROLS TO ASSURE COMPLIANCE WITE
SUSPENSION AIID DEBARMENT

As determined by interviews to Program pe$onnel and by examination

ofprojects files, the Municipality did not maintain adequate controls and

procedures to assure that the individuals and entities which are gBnted

with contracts are not suspended or debared from participation in federal

prcgfams.

As stat€d ill 44 CFR 13.35 grantee and sub$antee must not make any

award or permit any award (subgftflt or contract) at any tier to any party

which is debaned or suspended or is otherwise excluded from or

ineligible for participation in Federal assistance programs und€r

Executive order 12549, "Debarment and Suspension"

The Municipality has no policies and procedures for the use ofthe List of
Parties Excluded ftom federal procurement or non_ptocurement

prcgrams to assure that they do not award assistance to listed parties.

As a result of this deficiency, the Municipality could have prccured

goods or services ftom organizations and individuals that are susp€nded

or debarred which could result in cost disallowances by the federal

awarding agency.

The Municipality should amend their procurement procedures and

include a step to veriry whether or not the individual or entity is on the

list of partiei excluded from federal participation in procurement a,Dd

nofl-procuremeDt programs. The Municipality should also require the

entities or individuals to submit a certification statir€ that they are not

suspended or debarred or add a clause or condition to the covered

hansaction with that entity.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE

EFFECT

RECOMMENDATION

95



MIINICIPALITY OF VILLALBA
COMMONWEALTH OF PI]ERTO RICO

SCHEDULE OF FINDINGS AND QT]ESTIONED COSTS
FOR THE FTSCAL\'EAR ENDED J1JNE 30, 2013

SECTTON III _ FEDERAL AWARD FTNDINGS AND QUESTIONED COSTS

FINDING

QUESTIONED COSTS

MANAGEMENI RESIONSE

AND CORRECTTVE ACTION PLAN

13-08 (CoNrtrruDD)

None

Although the Municipality may not do the process described in the

finding, proper measures are been taken by the Federal Progams

personnel in order to comply with the regulations. The Bid Board of the

Municipality request relible documentation of the ettities participating in
bids before they awad any bid. Also, the Finance Departnent solicits,
before making any payments, entities documents to assue the entity is in
good standing and complies with state or federal regulations. These

measures, among others serve as a precautionary control in order to
protect the best innterests of the Municipality of Villalba in

administering its public funds.

ImplemeDtation Date: Janualy 31, 2013

Responsible Person: Mss. Marena Navarro, Esq.
Municipality's Bid Board President
Municipality's Secretary OITice Director

Mrs. Sara Robles
FedeBl Prognm Office Director

END OF SCHEDULE
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MI ]NICIPALITY OF VILLALBA
COMMONWEALTH OF PI]ERTO RICO

SUMMARY SCHEDULE OF PRIOR YEARS FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL\GAR ENDED JUNE 30' 20 13

(l) Audit Findings that have been Fully Corlect€d:

] rz-os x."ponlng

' (z) Audit Findings not corected or Patially Conected:

14.8?l

END OF SC}iEDULE

t3}correoiYeaoionEkenissignificantlydilTelentiomcorectiveactionPreviouslyreported:

V NONE

(4) Audit fmdings is no longer \€lid:

NONE

Findhg Number CFDA Questioned
Cost

Comments

t4.228
14.228
20.s01
20.501
20.507
97.036
9',7.036
91.036

None
Non€
None
None
None
None
None
None

Situation still prevail

Situation still Pevail
Situation still prevail

Situatior still prevail
Situation still Provail
Situation still Fevail
Situation still prevail
Situation still Prevail

l2-03 Procurement
12-04 Suspension and Debarment

12-06 Davis Bacon
12-07 Procurement
12-08 Suspension and Debarment
l2-09 Allowable costs/RepottiDg

12-10 Procurement
l2-ll Suspension and Debarment

14.228
14.228
t4.228
91.036
97.036
91.036

None
None
None
None
None
None

Sihration still prevail
Situation still Pevail
Situaiion stiu prevail

Situation still Prevail
Situaiion still prevail
Situation still Prevail

11-03 Procurement
I 1-04 Susp€nsioD and Debarment

I I -05 Special Tes and Provisions

l1-06 Reporting (Fiscal ConEols)

1l-07 kocurement
l1-08 Suspensiol and Debarment

10-04 Procurement
10{5 Procurem€nt

10-06 Suspension and Debarment

10-07 Special Tes and ProvisioN

14.228
t4.228
14.228
t4.228

None
None
None
None

Situation still Prevail
Situation still Prevail
Situation still Prevail
Partially Conectql

09-04 Procurement

09-05 Special Test and Provisions

09-05 Suspensio[ and Debarrmetrt

14.228
t4.228
14.228

None
None
None

Situation still Prevait
Situation still prevail

Situation still Pr€v4!
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