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406 Tnte. Cesar Gonzalez 
Eleanor Roosevelc 
Hato Rey. P.R. 00919 

$uan r_,,01. #elicr~no 75/uil//neco_ 
CERTIFIED PUBLIC ACCOUNTANT 

INDEPENDENT AUDITOR'S REPORT ON GENERAL PURPOSE 
FINANCIAL STATEMENTS 

Mayor of the Municipality of Barceloneta 
Barceloneta, Puerto Rico 

Tel. (787) 879-4433 
Fax: (787) 880-1402 

I have audited the general purpose financial statements of the Municipality of Barceloneta, Puerto 
Rico, as of and for the year ended June 30, 2001, as listed in the table of contents. These general 
purpose financial statements are the responsibility of the Municipality of Barceloneta, Puerto Rico 
Management. My responsibility is to express an opinion on these general purpose financial 
statements based on my audit. 

Except as discussed in the following paragraph, I have conducted my audit in accordance with 
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. Those standards require that I plan and perform the audit to obtain reasonable 
assurance about whether the general purpose financial statements are fre.e of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. I 
believe that my audit provides a reasonable basis for my opinion. 

The Municipality of Barceloneta, Puerto Rico, did not provide me sufficient competent evidence 
with respect to the ownership of assets, for some property building the beginning balance of fixed 
assets presented were not audited by me therefore, I do not express an opinion on such amounts 
presented in the general fixed assets account group. 

In my opinion, except for the effects of such adjustments, if any, as might have been determined to 
be necessary as discussed in the preceding paragraph, the general purpose financial statements 
referred to above present fairly, in all material respects, the financial position of the Municipality of 
Barceloneta, Puerto Rico, as of June 30, 200 I, and the results of its operations and the changes in 
fund balances for the year then ended, in conformity with accounting principles generally accepted 
in the United States of America. 
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In accordance with Government Auditing Standards, I have also issued my report dated December 
15, 200 I on my consideration of Municipality of Barceloneta, Puerto Rico internal control over 
financial reporting and my tests of its compliance with certain provisions of laws, regulations, 
contracts and grants. 

My audit was performed for the purpose of forming an opinion on the general purpose financial 
statements of Municipality of Barceloneta, Puerto Rico taken as a whole. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as 
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations, and is not a required part of the general purpose 
financial statements. Such information has been subjected to the auditing procedures applied in the 
audit of the general purpose financial statements and in my opinion, is fairly stated in all material 
respects, in relation the by general purpose financial statement a taken as whole. 

San Juan, Puerto Rico 
December 15 , 2001 

The stamp number\\ b~~\\ l l 
was affixed to the 
original of this report. 

License No. 
Expires Dec mber I, 2004 
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Cash and invesbnents (Note 2) 

Cash wilh fiscal agent and other (Note 7 & 8) 

Receivable volume business (Nole 4) 

Accounts receivable olher (Note 7) 

Due to general fund and OCher funds 

Property. plant and equipment (Nole 6) 

-

Amoont to be provided for taxes advances (Note 3) 

Amount available In debt Service Fund 

Amount to be provided for retirement 

of general IOng-term debt (Note 7) 

Amount to be provided for payment 

of acaued compensated absences (Note 1 F) 

Amount to be provided for h eallh Insurance (Nole 12) 

Amount to be provided for estimated landfill 

closing cost (Note 15) 

Total assets and other debits 

I IABIL ITIES ANQ FUNQ FOi l!JY 
Liabilities: 

Accounts payable and accrued liabilities 

Due to special revenue funds and olher 

General obligations bonds payable (Note 7) 

Due to govemment entity 

Vested compensated absences (Nole 1 F) 

Deferred revenue (Note 4) 

Estimated health Insurance obligation (Note 12) 

Estimated landfil cosl (Note 15) 

Estimated property tax advances (Note 3) 

T ola1 liablllties 

Fund Equity: 

lnvesbnent In general fixed assets (Nole 6) 

Reserve for encunbrances 

Fund balances: 

Unreser.ied 

Designaled for debt service (7 & 8) 

Designaled for future years 

Undesignaled 

Total Fund Equity 

Total Uabllities, Fund Equity & Other Credits 

- - - - - - - - -
MUNICIPALITY OF BARCELONETA, PUERTO RICO 

COMBINED BALANCE SHEET ALL FUND TYPES AND ACCOUNTS GROUPS 

JUNE 30, 2001 

GOVENMENTALFUNDTYPES 
Sp<K:lal 

Debt Capital Revenues 

General Service Projects Funds 

$ 10,510,982 s s 65,003 s 1,().49,080 $ 

2.960,981 

41,557 50,858 

65,373 50,364 387,399 

208.787 27,187 

s 10.826,699 s 2.960.981 s 166.225 s 1.463.666 $ 

s 233.506 s $ 47,786 419.554 s 
5,522 

159,873 

8,708.104 

9 .101.483 53,308 419,554 

(194,141) 

2,960,981 

112,917 1,0«,112 

1,919.357 

1,725.216 2,960.ll81 112,917 1,Q.44,112 

s 10,826699 s 2.960,981 s 166.225 s 1.463.666 s 
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ACCOUNTS GROUPS 
General General 

Fixed Long-Term 

Assets Debi 

$ $ 

28,216.119 

2,690.271 

2,960,981 

15.244,607 

1,569,718 

1,453.607 

5.000.000 

28.216.119 s 28.919.184 s 

$ s 

18,205.588 

1.569.718 

1,453,607 

5,000.000 

2,690,271 

28,919,184 

28,216, 119 

28.216,119 

28,216.119 s 28.919.184 s 

- -
TOTALS 

(Memorandum 

Only Year 

Ended)2001 

11,625,065 

2,960,981 

92.415 

503,136 

235.974 

28.216.119 

2,690,271 

2 .960.981 

15.244.607 

1,569,718 

1.453.607 

5 .000.000 

72.552.874 

700.846 

5,522 

18,205,588 

159,873 

1.569.718 

8,708,104 

1,453.607 

5,000.000 

2.690.271 

38.493,529 

28.216,119 

(194,141) 

2,960,981 

1,157.029 

1.919.357 

34,059,345 

72.552.874 
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HUNICJl'AU1Y or BARCELONeTA. FUERTO RICO 
COMBINED STATeHU!T or unmres. CXl'r:NDl1URCS At1D CHANQts IN l'UND BALANCes 

ALL QOYeRNHf:NTAL l'UND TYJ'eS 
l'OR Tif.t l'ISCAL nAR ENDED JUNf, JO, 2001 

GOVERNMENTAL FUND TYPES 
Special 

Debt Capital Revenues 
General Service Pro'ecls Funds 

REVENUES 
Property taxes (Note 3) s 401,613 $ 1,310,155 $ $ . 
Local taxes (Note 4) 8,105,017 
Intergovernmental revenues (Nole 5) 1,348,963 16,838 517,281 
Rent of properties (Note 6) 56,534 
Other revenues (Nole Sa) 929,545 125,163 
Federal financial award 860.973 3,020,831 

Total revenues 10,841,672 1,435,318 877,811 3,538, 112 

EXPENDITURES: 
Curren!: 

Municipal council 143,018 
Administration 5,259,759 743,876 4,765,290 
Public safety 5,462,097 
Health 756,498 
Capital projects 790,003 
Other expenditures 1,805,493 
Debt service: 

Principal retirement 1,851,044 
lnlerest and fiscal charges 1,321, 103 

Total expenditures 13,426,865 3, 172,147 1,533.879 4,765,290 
Excess of revenues over (under) expenditures (2,585, 193) (1,736,829) (656,068) (1,227, 178) 

Other financing source (uses): 
Net advance of property taxes (Note 3) 3,390,408 
Transfer in (out) lo debt service fund (605,617) 605,617 
Transfer to special revenue fund (Nole 1 E) (175,435) 175,435 
Transfer from special revenue fund (Note 1 E) 1,082,965 (1,082,965) 

Total other financing source (uses) 2,609,356 1,688,582 (907,530) 

Excess of revenues and other sources over 
(under) expenditures and other uses 24,163 (48.247) (656,068) (2,134,708) 

Fund balance June 30, 2000 1,946,794 3,009,228 669,720 3, 178,820 
Prior period adjustment (See note 9) {245,741) 
Fund balance June 30, 2001 s 1,725,216 s 2,960,981 s 

99,265 
11::!,917 s 1,044, 112 

-4-
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TOTALS 
(Memorandum 

Only Year Ended 
2001 

s 1,711,768 
8, 105,017 
1,883,082 

56,534 
1,054,708 
3,881,804 

16,692,913 

143,018 
10,768,925 
5,462,097 

756,498 
790,003 

1,805,493 

1,851,044 
1,321,103 

22,898, 181 
(6,205,268) 

3,390,408 

3,390,408 

(2,814,860) 

8,804,562 

s (146,476) 
5,843,::!::!6 



- - - - - - - - - - - -MUNIOPALl'IY 01' MRCU.Ortr:l'A. l'lJf:IITO RICO 

COMf51NW STATUlrlfT 01' RCV?:f1UrS, r:xntm~ AND CHANQr;S If! l'UND 8AU\fla5-

&IDOtl' (OAAf' 6Ml5) AND AC1UJ\L • <mrmRAL NID D!Zf SCRVJa l'UND 

Revenues: 

Property taxes 

Local taxes 
Intergovernmental Revenues 

Rent of proper1ies 

Other revenues 

T olal Revenues 

Expenditures· 

Current 

Municipal Council 

Adminlsrration 

Public Safety 

Heallh 

Other Expenditures 

Debt Service: 

Principal Retirement 

Interest and Fiscal Charges 
Total Expenditures 

Excess of Revenues over (under) Expenditures 

Olhec Financing Source (Uses): 

Net Advance ol Property Taxes 
Transfer to speclal revenue fund 

Tran sf er from special revenue fund 

Operating transfer (out) in IO debt service 
T olal Olher Financing Sources (Uses): 

ExC115S (deficiency) ol revenues and olher sources over expenditures 

Adjustments required under generally accepted accounting principles: 

Other GAAP adjustment to revenues 

Other GAAP adjustment to expenditures 

Fund balance at begiMing of year 

Prior period adjustment (See Note 9) 

Fund balance June 30, 2001 

See notes to general purpose financial statements. 

l'OR nm l'ISCAL YMR 11mN r.llDl!D JU?!E :50, 2001 

GENERAL FUNDS DEBT SERVICE FUND 
Variance Variance 

Favorable Favorable 

(Unlavor- (Unfavor-

Budget Actual able) Budget Actual able) 

$ 401.613 $ 401.613 $ • $ 1,200,000 $ 1,310,155 $ 110,155 

7,953,178 8,063,460 110,282 

1,439,609 1,282,967 (156,842) 

50,000 56,534 6.534 

1,046,000 817,689 (228,311) 125,163 125,163 

10,890,600 10,622.263 (268.337) 1.200,000 1,435,318 235,318 

187,219 143,018 44 ,201 

5,439.099 5,124,673 314.426 

5,611 ,957 5,462,097 149,860 

756.499 756,498 

1,679.766 1,805,493 (125,727) 

1.742.000 1,851,044 (109.044) 

1.265,000 1,321, 103 (56.103) 

13,674,540 13.291,779 382.760 3.007,000 3.172.147 (165.147) 

(2,783.940) (2.669.516) 114.423 (1 .807.000) (1.736.829) 70.171 

3.390.408 3,390.408 

(175,435) (175,435) 

1,200.532 1.082,965 117.567 

(606.468) (605.617) 851 606.468 605,617 851 

2.783,940 2.609.356 (174,584) 1,807,000 1,688.582 118,418 

(60.160) (60.160) (48.247) (48,247) 

169.409 169,409 

(85.080) (85.080) 

1,946.794 1,946,794 3,009.228 3 ,009,228 

(245.747) (245,747) 

s $ 1.725,216 $ 1,725,216 $ $ 2,960,961 $ 2.960,981 
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TOTALS 

(Memonindum 

Only Year 

Ended) 2001 

$ 1,711.768 

8,063.460 

1,282,967 

56,534 

942,852 

12,057,581 

143,018 

5.124.673 

5.462.097 

756.498 

1.805.493 

1.851.044 

1.321.103 

16.463,926 

(4.406.345) 

3.390,408 

(175.435) 

1.082.965 

4,297.938 

(108.407) 

169.409 

(85,080) 

4,956.022 

(245,747) 
$ 4,686,197 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 

1) Organization. Operations and Summary of Significant Accounting 

The accounting policies of the Municipality of Barceloneta, Puerto Rico (Municipality) conform 
to generally accepted accounting principles as applicable to governmental units. The following is 
a summary of the more significant of such policies. 

Financial Reporting Entity 

The Municipality of Barceloneta (Municipality) was established in the year 1881, as a 
governmental unit operates under the Law No. 81 of August 30, 1991 known as "Municipal 
Autonomy Law" of the Commonwealth of Puerto Rico. The governmental system of the 
Municipality is composed of the executive and legislative bodies. The mayor is the Chief 
Executive Officer and is elected every four years in the general elections of Puerto Rico. The 
legislative body consists of fourteen councilmen also elected in the general elections of Puerto 
Rico for a four years period. 

The Municipality provides services such as: health, public works, human services, sanitation, 
welfare, education, public safety, housing and urban development, culture and recreation, and 
other general and administrative services. The general purposes financial statements of the 
Municipality have been prepared in accordance with generally accepted accounting principles 
(GAAP) as applied to governmental Units. The Governmental Accounting Standards Board 
GASB), is the standard setting body for governmental accounting and financial reporting. The 
GASB periodically updates its a codification of the existing Governmental Accounting and 
financial Reporting Standards which, along with subsequent GASB Pronouncements (Statements 
and Interpretations), constitutes GAAP for governmental units. 

The general purpose financial statements presents the financial position of the various fund types 
and accounts groups and the results of operations of the various fund types of the Municipality. 
This includes the organizational units governed by the Executive Officers and Members of the 
Municipal Assembly of the Municipality. In evaluating the Municipality as a reporting entity, 
management has addressed all the potential component units, which may or may not fall within 
the Municipality's financial statements. The basic criterion for including a component unit within 
the Municipality's reporting applying the provisions made entity of statement No. 14 of the 
Governmental Accounting Standard Board (GASB), the oversight responsibility is by 
Barceloneta Municipality Assembly. 

-6-
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(Continued) 

The basic criteria under GASB, but not the only one, is the level of accountability that exists if a 
primary government appoints a voting majority of an organization's governing board and is either 
able to impose its will on that organization or there is a potential for the organization to provide 
specific financial benefits, or impose specific financial burdens on, the primary government. A 
primary government may also be financially accountable for governmental organizations with a 
separately elected governing board, a governing board appointed by another government or a 
jointly appointed board that is fiscally dependent on the primary government. Other criteria used 
to evaluate a potential component unit is the nature and significance of their relationship with the 
primary government are such that exclusion would cause the reporting entity's financial 
statements to be misleading or incomplete. 

The relative importance of each criteria must be evaluated in light of specific circumstances in 
order to determine which components units are to be included as part of the reporting entity. My 
specific evaluations of the criteria applicable to the Municipality indicates that the reporting 
entity consists of all funds and accounts groups included in the combined balance sheet, therefore 
no organizations, activities or functions were excluded from the reporting entity. 

(A) Basis of Presentation - Fund Accounting 

The accounts of the Municipality are organized on the basis of funds or account groups, each of 
which is considered a separate accounting entity. The operations of each fund are accounted for 
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, 
revenues, and expenditure expenses. The various funds are summarized by type in the financial 
statements. The following fund types and 

The Municipality uses account groups: 

Governroental Fund Types 

Governmental funds are those through which most governmental functions of the Municipality 
re-financed. The acquisition, use and balances of the Municipality's expendable financial 
resources and the related liabilities are accounted for through governmental funds. The 
measurement focus is upon determination of changes in financial position, rather than upon net 
income determination. 

-7-
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The following are the Municipality's governmental fund types: 

General Fund- The general fund is the general operating fund of the Municipality. It is used to 
account for all financial resources except those required to be accounted for in another fund. 
Revenues are derived from local taxes, property taxes, intergovernmental. 

Debt Service Funds - Debt service funds are used to account for the accumulation of resources 
for, and the payment of, general long-term debt principal and interest and related costs. 

Capital Projects Funds - The capital project funds are used to account for the financial resources 
for the acquisition or construction of major improvements or equipment 
acquisition, except projects to be financed through the special revenue funds. 
Revenues and financing resources intergovernmental are derived primarily from 
the issuance of bonds and receipts of grants. 

Special Revenue Funds - Special Revenue funds are used to account for the proceeds of specific 
revenue sources that are legally restricted to expenditures for specified purposes. 
These funds include all major federal and state grants. 

Account Groups - Account groups are not funds and are used to establish accounting control and 
accountability for the Municipality's general fixed assets and general long-term 
debt. The following are the Municipality's account groups. 

General fixed assets and general long-term liabilities 

The accounting and reporting treatment applied to the fixed assets and long-term liabilities 
associated with a fund are determ.ined by its measurement focus. All governmental funds are 
accounted for on a spending or "financial flow" measurement focus. This means that only current 
assets and current liabilities are generally included on their balance sheets. 

Their reported fund balance (net current assets) is considered a measure of "available spendable 
resources." Governmental fund operating statements present increases (revenues and other 
financing sources) and decreases (expenditures and other financing uses) in net current assets. 
Accordingly, they are said to present a summary of sources and uses of "available spendable 
resources" during a period. 

Fixed assets used in governmental fund type operations (general fixed assets) are accounted for in 
the General Fixed Assets Account Group, rather than in governmental funds. Public domain 
("infrastructure") general fixed assets consisting of certain improvements other than buildings, 
including roads, bridges, curbs and gutters, streets and sidewalks, drainage systems, and lighting 
systems have been capitalized. Such assets are normally immovable and of value only to the qty. 

-8-
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

All fixed assets are valued at historical cost or estimated historical cost, if actual historical cost is 
not available. Donated fixed assets are valued at their estimated fair value on the date donated. 
Long-term liabilities expected to be financed from governmental funds are accounted for in the 
General Long-Term Debt Account Group, not in the governmental funds. The two account 
groups are not "funds." They are concerned only with the measurement of financial position. 
They are not involved with measurement of results of operations. Because of there spending 
measurement focus, expenditure recognition for governmental fund types is limited to exclude 
amounts represented by non-current liabilities. Since they do not affect net current assets, such 
long-term amounts are not recognized as governmental fund type expenditures or fund liabilities. 
They are instead reported as liabilities in the General Long-term Debt Account Group. 

(B) Basis of Accounting 

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the 
accounts and reported in the financial statements. Basis of accounting relates to the timing of the 
measurements made, regardless of the measurement focus applied. The modified accrual basis of 
accounting is followed by the governmental funds. Under the modified accrual basis of 
accounting, revenues are recorded when susceptible to accrual, i.e., both measurable and 
available. Available means collectible within the current period or soon enough thereafter to be 
used to pay liabilities of the current period. Expenditures, other than interest on long-term debt, 
which is recorded, when due, are recorded when the liability is incurred, is measurable. 

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and 
contractual requirements of the numerous individual programs are used as guidance. There are 
however especial two types of these revenues. In one, money must be expended on the specific 
purpose or project before any amounts will be paid to the Municipality; therefore, revenues are 
recognized based upon the expenditures recorded. In the other, money is virtually unrestricted as 
to purpose of expenditure and is usually revocable only for failure to comply with prescribed 
compliance requirements. These resources are reflected as revenues at the time of receipt or 
earlier if the susceptible to accrual criteria are met. 

-9-
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

Licenses and permits, charges for services, fines and fogies, sale of property and miscellaneous 
revenues (except investment earnings) are recorded as revenues when received. Expenditures are 
generally recognized under the modified accrual basis of accounting when the related fund 
liability is incurred. Exceptions to this general rule include: (1) accumulated unpaid vacation and 
sick leave pay and (2) principal and interest on general long-term debt, which is recognized when 
due. Investment earnings (interest) are recorded as earned since they are measurable and 
available. 

All fiduciary funds are accounted for using the accrual basis of accounting. Revenues are 
recognized when earned, and expenses are recognized when incurred. 

(C) Budgetazy Data 

The Municipality follows these procedures, which are in accordance with the Municipal 
Autonomy Law of August 30, 1991 in establishing the budgetary data reflected in the general 
purpose financial statements. 

(1) Prior to May 31, the Mayor submits to the Municipal Council a proposed budget for the fiscal 
year commencing the following July 1. The proposed budget includes estimated expenditures 
and the means of financing them. 

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

(3) Prior to June 1, the annual budget is legally enacted through passage of the annual 
appropriation ordinance. 

( 4) The Major is required by the Municipal Autonomous Law to present before October 15 the 
results of operations of the preceding year. 

(5) Formal budgetary integration is employed as a management control device during the year for 
the General Fund. 

(6) Subsequent to the enactment of the annual appropriation ordinance, the Municipal Council 
has the authority to make necessary adjustments to the budget. Adjustments made during the 
year are reflected in the budget information included in the general purpose financial 
statements. 

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

-10-
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

The most significant difference between the budgetary and accounting bases is that 
encumbrances are recorded as expenditures under the accounting basis. 

The budget prepared for each of the special revenue funds is based in a program period, which 
is not necessarily a year. Accordingly, it is not practical to present an annual comparison of 
budget and actual for the special revenue funds. 

Certain revenues susceptible to accrual, i.e., both measurable and available, are not included in 
the budgetary basis. 

All unencumbered appropriations in the operating budget lapse at the end of the fiscal year. 
Property taxes collected during the current year by the Municipal Revenue Collection Center 
(Fiscal Agent) are presented as revenues in the accounting basis but are not considered in the 
budgetary basis. 

The special funds of the special revenue fund have not been included in the budget and actual 
comparison because balances are not budgeted. Also the budget prepared for the Federal 
Financial Assistance Programs included in the capital projects and special revenue funds in 
based on a program period which is not necessarily a year. Accordingly, it's not practical to 
present an annual comparison of budget and actual for such programs. 

(D) Inventories 

The general fund purchases office and printing supplies, gasoline, and oil and other items. The 
cost of purchases is recorded as expenditure and the inventory is not recorded in the general 
purpose financial statements. 

(E) Inter-fund Transactions 

The general fund provides services at cost to the special revenue funds. The amounts charged to 
these funds for these services are treated as a reduction of expenditures in the general fund and 
as current expenditures in the other federal funds. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(F) Compensated Absences 

Municipal employees are granted 30 days of vacations and 18 days of sick leave annually. 
Vacations may be accumulated up to a maximum of 60 days and sick leave up to a maximum of 
90 days. In the event of employee resignation, the employee is paid for accumulated vacation 
days up to the maximum allowed. Separation from employment prior to use of all part of the 
sick leave terminates all rights for compensation, except for employees with ten or more year of 
service who are entitled to sick leave pay up to the maximum allowed. Separation from 
employment prior to use of all or part of the sick leave terminates all rights for compensation, 
except for employees with ten years of service who are entitled to sick leave pay up to the 
maximum allowed. The Municipality accrues a liability for compensated absences, which meet 
the following criteria. 

1. The Municipality's obligation relating to employee's rights to receive compensation for 
future absences are attributable to employees services already rendered. 

2. The obligation relates to rights that vest or accumulate. 

3. Payment of the compensation is probable. 

4. The amount can be reasonably estimated. 

In accordance with the above criteria and requirements as established by GASB Number 16, the 
Municipality has accrued a liability for compensated absences, which has been earned but not 
taken by municipal employees. The liability for compensated absences, which will not require 
the use of expendable available financial resources, is included in the general long-term debt 
account group. The estimated total cost of compensated absences that will require the use of 
current expendable resources is not included as an accrued liability in the general fund. 
Employees' maximum allowed accumulated vacations and sick leave are accounted for in the 
general long-term debt account group. 

Beginning Ending 
Balance Additions Payments Balance 

$1,465,097 $842,272 $737,651 $1,569,718 
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(G) Insurance 

MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATKMENTS 

JUNE 30, 2001 
(continued) 

The Municipality has insurance coverage for its public facilities, primarily to provided 
protection from catastrophic losses. Also, principal officials of the Municipality are covered 
under various surety bonds. The Secretary of the Department of the Treasury of the 
Commonwealth of Puerto Rico is the agent commissioned to place all of the Municipality,s 
insurance coverage. 

(H) Total Columns on Combined Statements-overview 

Total columns on the Combined Statements-Overview are captioned memorandums only to 
indicate that they are presented only to facilitate financial analysis. Data in these columns do 
not present financial position results of operations or changes in financial position in conformity 
with generally accepted accounting principles. Neither is such data on comparable to a 
consolidation. Underfund elimination have not been made in the aggregation of this data. 

(I) Encumbrances 

Encumbrances accounting are employed in the governmental fund types. Under the 
encumbrance system all purchases orders, contracts and other commitments issued for goods 
and services not received at year-end are recorded in order to reserve that portion of the 
applicable appropriation. The Municipality will honor where the appropriations lapse at year
end these. under generally accepted accounting principles, encumbrances outstanding at year 
end are reported as reservations of fund balance and the do not constitute expenditures or 
liabilities since the commitments will be honored during subsequent year. Encumbrances 
constitute the equivalent of expenditures for budgetary purposes and, accordingly, are reported 
with expenditures in all budgetary basis statements. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(2) Cash and Investment 

The Municipality is authorized to deposit only in institutions approved by the Department of the 
Treasury of the Commonwealth of Puerto Rico (Department of the Treasury), and such 
deposits should be kept in separate bank accounts in the name of the Municipality. All cash 
at June 30, 2001 is maintained in institutions approved by the Department of the Treasury. 

The Municipality follows the practice of pooling cash of all funds, except from extricted funds 
held by the Municipal Revenue Collection Center for repayment of principal and interests on 
general long-term obligations, and federal financial assistance. Deposits were with the 
contracted depository bank in interest bearing accounts, which were secured at balance sheet 
date by Federal Deposit Insurance Corporation (FDIC) coverage, up to maximum of $100,000. 
Deposits in excess of $100,000 are collateral by bank securities to properly safeguard such 
funds. 

Certificate Interest 
Issued by Number Amount Rate Due Date 

Banco Bilbao Vizcaya 1 $ 1,000,000 3.35 07-03-01 
Banco Bilbao Vizcaya 2 1,000,000 3.35 07-03-01 
Banco Bilbao Vizcaya 3 l,000,000 3.35 07-03-01 
Banco Bilbao Vizcaya 4 500 000 3.35 07-03-01 
Banco Bilbao Vizcaya 5 500 000 3.35 07-03-01 
Banco Bilbao Vizcaya 6 500 000 3.35 07-03-01 
Banco Bilbao Vizcaya 7 500,000 3.35 07-03-01 
Banco Popular de PR 33 1,068,639 2.50 07-02-01 
Banco Popular de PR 30 516,054 2.25 07-14-01 
Banco Popular de PR 34 517 058 2.25 07-14-01 
Banco Popular de PR 40 1.029.731 3.75 07-12-01 
Banco Popular de PR 43 1,003,699 2.60 08-05-01 
Banco Popular de PR 42 1,003,698 2.60 08-05-01 

$10 138 879 

Restricted cash balance included in the special revenue funds for the amounts of $48,175 
for payments of principal and interest in next year for revenue obligation bonds, original issued 
of $3,250,000. (See note seven). 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(3) Property Taxes 

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto 
Rico is responsible for the assessment of all real and personal property located within 
The Municipality and for the levy, administration and collection of the corresponding 
taxes. 

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

The tax rate per annum is .0668 for real property and .0468 for personal property of 
which .0453 and .0215, respectively, belong to the Commonwealth of Puerto Rico 
and 2.42% of both belongs to the Municipality. From the portion belonging to the 
Municipality, 2% represents the Municipality's basic tax rate, which is appropriate for 
general purposes and, therefore, accounted for through the general fund. The purposes 
and, therefore, accounted for through the general fund. The remaining portion 
belonging to the Municipality of .85% represents the ad valorem tax withheld by the 
Municipal Revenue Collection Center (CRIM) and restricted for debt service which is 
accounted for through the debt service funds. The Municipality has reached the 
maximum statutory tax rate limit for the basic tax while there is no limitation for the 
ad valorem tax rate. 

The Commonwealth of Puerto Rico grants complete real property tax exoneration on 
the first $15,000 of the assessed valuation of owner occupied residential units. 
However, the Municipality receives the full amount levied, except for residential units 
assessed at less than $3,500 on which a complete exemption is granted. The 
Municipal Revenue Collection Center (CRIM) instead of the property tax payer 
becomes the source of payment in these cases. Complete exemption from personal 
property taxes up an assessment of $50,000 is granted to retailers with an annual 
volume of net sales under $150,000. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

The Municipal Revenue Collection Center (CRIM) reports annually to the 
Municipality the estimated basic property tax and the tax to be used for the debt 
service, which will be collected in the fiscal year. The basic tax is advance to the 
municipality during such fiscal year. It is the practice to amortize these advances 
through the subsequent collection by the Municipal Revenue Collection Center 
(CRIM) of the basic tax from the taxpayers. 

The basic tax advance by the Municipal Revenue Collection Center (CRIM) is 
recorded in the general fund as other financing sources. As this tax is collected and 
reported by the Municipal Revenue Collection Center (CRIM), it is recorded in the 
general fund as revenue and as expenditure in the general long-term debt account 
group. The property tax received from the Municipal Revenue Collection Center 
(CRIM) which is related to the exoneration granted by the Commonwealth of Puerto 
Rico is reflected as revenue in the general fund. 

The following is a summary of the movement in property tax advances for the year 
ended June 30, 2001 : 

Net Advanced received $ 3 ,390,408 
Amortization trough collection of taxes by 
The Municipal Revenue Collection Center (CRIM) (3,975,385) 
Income from Lottery (719,243) 
Property tax Exempt (401,613) 
Pavments to CRIM prior vear from general fund 95,938 
Other deductions 941,912 
Unamortized debt to Municipality during June 30, 2001 $ 667,983 
(Not included in the financial statements) 
Prior vear unamortized advanced to June 30, 2001 $ 2,690,271 

The account payable arising from the settlements of the actual property tax collections 
versus property tax advances was report by CRIM in a preliminary basis. The 
unamortized advance from June 30, 2000 (prior year), is discount by the Municipal 
Revenue Collection Center for a monthly amount of $7,995. The balance was 
included in the long-term debt group of account. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(4) Volume of Business Tax 

The volume of business tax is levied each year based on the prior year's gross 
revenues for all commercial and industrial organizations doing business in the 
Municipality and which are not totally or partially exempt from this under the 
industrial Incentives Acts of Puerto Rico. All taxpayers are required to file their 
declarations by April 15 of each year. 

The tax rates are as follow: 
1 % for financial institutions 
for all other organizations 0.5% 

Taxes are payable in two equal semiannual installments on July 1 and January 1 
following the levy date. If they are paid before their maturity, the taxpayer is granted 
certain discounts. 

The Municipality recognized as account receivable the amount estimated to be 
collected based on the volume business tax declaration during the next year that 
pertaining to this year and prior years included interest receivable of $9,318. (Net of 
allowance for uncollectable). The deferred revenue of the general fund correspond to 
the business tax levied received from the next fiscal year. 

(5) Intergovernmental Revenues 

Sources of intergovernmental revenues consists primarily of governmental payments 
from the Commonwealth of Puerto Rico and "in lieu of tax" payments from certain 
quasi public corporations, such as the Puerto Rico Electric Power Authority and the 
Puerto Rico Aqueduct and Sewer Authority. 

Grants and subsidies received from the Commonwealth of Puerto Rico include, among 
others, a general subsidy for capital improvements. 

All of these intergovernmental revenues are accounted for through the general fund 
except for those directly related to capital improvement, which are accounted for 
through the special revenue and the capital project funds. Federal Financial assistance 
is recorded in the special revenue fund. 

a. Other revenues: Other revenues represent interest receipt from banks and eventual 
income. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(6) Proper1y. Plant and Eguipment 

A- Property, plant and equipment acquired or constructed for general governmental 
operations are recorded as expenditures in the fund making the expenditures and 
capitalized at cost in the General Fixed Assets Account Group. 

A summary of changes in General Fixed Assets follows: 

Beginning Retirements Balance 
Balance Additions (Adjustments 2001 

Land $ 922,240 $ 101,000 $ - $ 1,023,240 
Plant & Improvements 16,035,190 3,357,112 63,000 19,329,302 
Machinery & Equipment 6,603,176 267,870 702,389 6,168,657 
Construction in Pro2l"ess 3,171.990 1,322,930 2,800,000 1,694,920 

'1:?6 .732 596 $ 5 048 912 $3 565 389 $28 216 119 

(7) Changes in General Long-Term Debt 

The following is a summary of bonds of the Municipality of Barceloneta for year ended 
June 30, 200 I. 

Payable at Balance 
July 1, 2000 Additions Reductions June 30, 2001 

General Obligations Bonds $20,051,632 $ - $ 1.846,044 $18,205,588 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

General Obligation Bonds: 

Original Interest Balance 
Description Amount Rate 06-30-01 Due Date 

Bonds Series 1984 263,000 5% 125,851 01-01-2009 

Bonds Series 1992 520,000 5.56 to 6.36% 290,000 07-01-2006 

Bonds Series 1992 229.000 5.75% 176,000 01-01-2016 

Bonds Series 1992 630,000 5.56 to 6.14% 390,000 07-01-2007 

Bonds Series 1992 257,000 5.75% 195,000 01-01-2016 

Bonds Series 1992 600,000 5.75% 455,000 01-01-2016 

Bonds Series 1993 277,000 5.75% 219,000 01-01-2016 

Bonds Series 1997 1,030,000 6.00 to 8.0% 460,000 07-01-1022 

Bonds Series 1998 1,380.000 6.00 to 8.0% 1,325,000 07-01-2002 

Bonds Series 1998 485,000 8.0% 375,000 07-01-2007 

Bonds Series 1999 190.000 6.00 to 7.50% 125,000 07-01-2003 

Bonds Series 1999 1.710,000 6.00 to 7.50% 1.575.000 07-01-2013 

Bonds Series 1996 400,000 8.0% 345,000 01-01-2016 

Bonds Series 1998 105,000 8.0% 98,000 01-01-2023 

$ 6.153.851 

-19-



I 
I 
I 
I 
I 
I 
I 
I 

I 

I 

I 

Operational Loans: 

Bonds Series 1998 3.180,000 6.37 to 7.50% 1,460,000 07-01-2007 

Bonds Series 1987 1,520,000 9.0% 470,000 07-07-2007 

Bonds Series 1994 411,000 5.0% 336,000 01-01-2007 

Bonds Series 1988 120,000 8.0% 37,500 07-07-2013 

Special Loans from Lotteiy Funds: 

Bonds Series 1988 380,000 8.0% 114.000 07-01-2007 

Bonds Series 1988 620.000 8.0% 186.000 07-01-2007 

Bonds Series 1989 530.000 8.0% 202.237 10-01-2008 

Revenue Obli~ations Bonds: 

Bonds Series 1997 5.875.000 6.00 to 8.0% 5,515,000 07-01-2021 

Bonds Series 1995 660,000 6.70 to 7.70% 555,000 07-01-2013 

Bonds Series 1993 883,000 5.25% 656,000 01-01-2016 
** 
Bonds Series 1994 3.250.000 9.0% 2 520,000 04-01-2012 

$IR 205 '>88 

**Rent of properties in the Special Revenue Fund is used for payment of interest and principal. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

The annual requirements to amortize all bonded debt outstanding as June 30, 2001 follows: 

Year Ending Principal Interest Total 

2002 $ 1.235,895 $ 1.243,735 $ 2.479,630 
2003 1.307,895 1,156,195 2.464.090 
2004 1.156.195 1.069 380 2.225.575 
2005 1,177,895 983,995 2,161,890 
2006 1.224.895 873.235 2.098.130 
Subsequent years 12.102,813 5,584,853 17.687,666 

$ 18.205.588 $ 10,911,393 $ 29,116.981 

(8) Debt Service Funds 

Revenues of debt service fund consist primarily of the ad-valorem property taxes, 
which are recognized as revenues when they are collected by Municipal Revenue 
collection Center (CRIM). The Municipal Revenue Collection Center (CRIM) 
withholds these collections for debt service requirements of the public 
improvements notes issued by the Municipality. The Municipality receives interest 
from CAE. The special revenue fund have two cash account use for payment of 
bond series 1995 of $ 3,250,000 and $2,400,000 they pay $359,900and $723,065 
of principal and interest respectively. 
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Principal and interest on these obligations are paid to the Governmental Development 
Bank. 

taxes CAE $ 1310155 

605 617 

173 410 

Munici al S ecial Revenue Funds 1,082,965 

Total $ 3 172,147 

Payments at June 30, 2001 were as follows: 

Princioal $ 1,851,044 
Interest 1.321.103 

$ 3 172 147 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(Continued) 

(9) Prior Period Adjustments 

The general fund balance has been restated in order to report adjustment to prior 
accounts receivable balance previously reported. 

( 10) Deferred Income 

The def erred income correspond to income receipt these year from the next fiscal 
year from special revenue fund. 

( 11) Employees. Retirement Plan 

a. Plan description 

Regular employees of the Municipality contribute to a cost sharing multiple 
employer defined benefit retirement plan, administered by the Employees' 
Retirement System, of the Government of Puerto Rico an its Instrumentality's 
(ERS). ERs covers all regular fu ll time public employees working for the central 
government, public corporations and the municipalities of Puerto Rico. The system 
provides retirement pensions, death and disability benefits. Retirement benefits 
depend upon age at retirement and number of years of credited service. Disability 
retirement benefits are available to members for occupational and non-occupational 
disabilities. Benefits vest after ten years of plan participation. The system was 
created under Act 447, approved on May 15, 1951, as amended, and became 
effective on January 1, 1952. ERS issues a publicly financial report that includes 
financial statements and required supplementary information of the Plan, which 
may be obtained from the ERS. 

b. Funding policy 

The Act 447, as amended, is the authority under which obligations to contribute to 
the plan by the plan numbers, employers and other contributing entities are 
established or may be amended. Plan members are required to contribute 5. 775% of 
gross salary up to $6,600 plus 8.275% of gross salary in excess of $6,600 and the 
Municipality is required to contribute 9.275% of gross salary. The Municipality's 
actual contribution for the year ended June 30, 2001 was $394,381, which is equal 
to the required contribution. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

All employees who at the time of employment are 55 years old or less are eligible to participate 
in the System. Pension benefits for participants with 30 or more years of service are as follows: 

Years Participant's 
of Service Age Pension Benefits 

30 or more 55 or less 65% of the average of the three 
years of highest salary during 
the employee's service period. 

30 or more 55 or more 75% of the average of the three 
Years of highest salary during 
The employee's service period. 

{12) Health Insurance 

According to Law 29 as of July 1, 1998 The Municipality contributes to the Administration of 
Insurance of Health (ASES), the amount of $756,498 during the year. A monthly contribution 
of $63,041 was deducted from the amount received from the Municipal Collection Center. 
This contribution represented 6% of the prior year budget. 

Beginning 
Balance 

$1,711,449 

Increase Payments Balance 

$756,498 $1,014,340 $1,453,607 

*These balances correspond to prior year debt from April 1, 1995 to June 30, 1997. The 
amount$ 257,842, was paid from the Electronic Lottery fund according to Law 29 of 
July 1, 1997. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(13) Use of Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual results could differ 
from above estimates. 

( 14) Contingencies 

A. Litigation 

In addition, the Municipality is a defendant or co-defendant in several legal 
proceedings, which are in the discovery stage. Certain of these claims are covered 
by insurance. Legal counsel with the information currently available cannot 
determine the final outcome of these claims. As a result, the accompanying 
general purpose financial statements do not include adjustments, if any, that could 
result from the resolution of these legal proceedings. 

B. Federal Financial Assistance 

The Municipality receives financial assistance from the Federal Government in 
the form of grants or entitlements. All grants are subject to financial and 
compliance audits by the grantor agencies which could result in requests for 
reimbursement by the grantor agencies for expenditures which are disallowed 
under the terms of the grants. These amounts, if any, of expenditures, which may 
be disallowed by the granting agencies, cannot be determined at this time. The 
Municipality's administration believes that such disallowance's, if any, will not 
have a material adverse effect on the financial position of the Municipality. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(15) Municipal Solid Waste Landfill Closure and Post-closure cost: 

The Municipality of Barceloneta discontinue the landfill operation on December 31, 
1998 according to United States Environmental Protection Agency (EPA) by the 
Consent Decree (CERLA -00304). The order demands a remedial feasibility study at 
the site to determine the estimated cost to closure and post-closure cost the landfill. 
State and Federal laws and regulations require the Municipality to perfonn certain 
closure procedures and establish monitoring and maintenance function at the landfill 
for 30 years after closure. The Environmental Protection Agency (EPA) detennines 
that the Municipality of Barceloneta with ten phannaceuticals companies was 
responsible for the existence of contamination on the landfill. The Municipality and 
the other responsible parties signed to under take the obligations established in the 
consent decree with an estimated total cost of $16,000,000. 

The total estimated cost for maintenance and monitoring functions for the 
Municipality was estimated in $5,000,000. In addition, the Municipality has to pay 
$2,486 in six payments for EPA past cost. During this year paid $70,423 
plus accrued interest. The estimated total cost is accounted for in the general long
tenn debt account group. 

Beginning Interest Ending 
Balance Accrued Payment Balance 

------------- --·-------- ----------- --------------
$5,070,423 $2,486 $72,909 $5,000,000 
===== ==== ==== ====== 

Actually the Municipality use the landfill of Arecibo. 

(16) Stewardship. Compliance and Accountability: 

As of June 30, 2001 the actual income were less to the income budget, the excess 
occurred primary due to income from interest of banks, eventual income were less 
than budget. The excess of expenditures of interest paid disclose in the debt service 
fund disclosed excess of expenditures over revenues due to transfer from special 
revenue fund excess is compensated by used of prior debt service balance. 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS 

JUNE 30, 2001 
(continued) 

(17) GASB - 34 

In June 1999, the Governmental Accounting Standards Board (GASB) issued 
GASB Statement No. 34 (Basic Financial Statements - and Management's 
Discussion and Analysis - for State and Local Governments). GASB-34 will 
significantly change the way in which the Municipality reports its finances. 

GASB-34 established two bases for reporting financial information: government
wide financial statements and fund presentation. The government-wide financial 
statement method adopts the flow of economic resources measurement focus and 
accrual basis of accounting for both governmental activities and business-type 
activities. The basis for preparing fund financial statements are similar to 
conventional governmental financial statements except the focus for presentation is 
on majors funds rather than fund types. Capital assets and depreciation charges are 
reported on the entity-wide perspective financial statements. The management's 
discussion and analysis information precedes the basic financial statements but is 
considered required supplementary information. Budgetary information is no longer 
presented in the financial statements but rather is presented as requir-:d 
supplementary information. 

GASB-34 will begin to take effect for the Municipality in fiscal year beginning 
after June 15, 2003. 
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MUNICIPALnY Or' BARCZLONlrr.A, P'lJl!.RTO RICO 
SCHEDULE Of' EXPEl'IDm.JRES Of' nIDERAL AWARDS 

l'OR nm MSCAL YEAR UIDCD JUrm 30, .2001 

federal Granter I Pass-throuah Granter Proaram lltle 

I! S. Department of Housing and Urban Development 

Community Planning and Development 

Passed-through the office of the Commissioner of Municipal Affairs 

Community Development Block Grant (State Program) 

SBOP • 2000 

SOOP· 1999 

SBGP· 1997 

SBOP· 1991 

Direct Program: 

Publlc and lndlan Housing 

Section 8- Existing 

Section 8· Voucher 

I! S Department of Health and Human Services· 

Administration for children and families 

Passed-through Governors Office for Human Development: 

Head Start 

Chlld Care 

Early Head Start 

Administration on Aging 

Special Program for the Aging (SENDEC) 

I! S Department of Agdcultyre· 

Rural Housing Services: 

Rural Development Grant 

food and Nutrition Services: 

Nutrlclan Program for Elderty 

Total federal Assistance 

See notes to the schedule of expenditures of federal awards. 

·28-

Federal Cl'DA 

Number 

14-228 

14-228 

14-228 

14-228 

14-857 

14-855 

9.3-600 

93-575 

9.3-600 

93-045 

10-760 

10-570 

Pass-through 

Qrantors Number 

2000-fD 

1999·fD 

1997-FD 

1991-FD 

f"ederal 

Expenditures 

$ 557,070 

209,550 

87,323 

2,090 

856.033 

RQ-46-C.£-054-002/0 l 0 86.366 

RQ-46-V-054-002/ 004 _ __.2_71 .... -.23 ..... 2_ 

357.598 

02-CH-0483 

CHC-0421 

02-CH-9892-0 l 

Title Ill 

2.228.043 

108,519 

217.647 

72,047 

2.626.256 

PR·M·93-07-l 2 l 2·2 l 3f" ___ 5.;...;'=24..;,,;;2~ 

5.242 

USDA 14.692 

14,692 

$ 3.859,821 

Juan A. Feliciano Chameco • Certified Public Accountant 
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MUNICIPALITY OF BARCELONETA, PUERTO RICO 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL FINANCIAL AW ARDS 

FOR THE FISCAL YEAR THEN ENDED JUNE 30, 2001 

(1) GENERAL 

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of Municipality of Barceloneta, Puerto Rico and is presented on the 
accrual basis of accounting. The information in this schedule is presented in 
accordance with the requirements of OMB Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations. 

(2) MAJOR FEDERAL AW ARDS 

The Community Development Block grants, Housing Assistance Payments 
Programs, Health and Human Services Programs and Federal Emergency 
Management Agency represents the major federal financial awards of the 
Municipality. Major federal awards represent 89% of total expenditures. 

(3) FEDERAL CFDA NUMBER 

The CFDA numbers included in this schedule were determined based on the program 
name by the catalog of Federal Domestic Assistance Agency Program Index. 

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS 

Federal financial assistance expenditures are reported in the Municipality 
of Barceloneta, Puerto Rico Combined Statement of Revenues, Expenditures 
and Change in Fund Balances - All Governmental and Types as follow: 

Des~ri11tion S12eciSll Reyenye Csmital Prgject Total 

Federal Programs 
Expenditures $ 2.998.546 $ 861,275 $ 3.859,821 
State & Municipal 
Expenditures 1,757,744 672.604 2.430.348 

Total Exoenditures $ 4,756,290 $ 1.533.879 $ 6,290,169 

-29-



I 
I 
I 
I 

I 

I 
I 
I 

I 

406 Tnte. Cesar Gonzalez 
Eleanor Roosevelt 
Hato Rey. P.R. 00919 

a: .-1 .}~ /· • <LJ/ cf'aan ~~L. ~.,,~tu;rano f!>l'utlwieco 
CERTrFIED PUBLIC ACCOUNTANT 

Tel. (787) 879-4433 
Fax: (787) 880-1402 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Mayor and Municipal Council 
Municipality of Barceloneta, Puerto Rico 

I have audited the general purpose financial statements of the Municipality of Barceloneta; Puerto 
Rico, as of and for the year ended June 30, 2001, and bas issued a qualified (for its general fixed 
assets) report thereon dated December 15, 2001. I conducted my audit in accordance with generally 
accepted auditing standards and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 

Compliance 
As part of obtain reasonable assurance about whether the Municipality of Barceloneta financial 
statements are free of material misstatement, I performed tests of its compliance which certain 
provision of law, regulations, contracts and grants, non-compliance with which could have a direct 
and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of my audit and, accordingly, I 
do not express such an opinion. The results of my tests disclosed no instances of non-compliance 
that are required to be reported under Government Auditing Standards. 

Internal Control Over Financial Reporting 
In planning and performing my audit, I considered Municipality of Barceloneta, Puerto Rico, 
internal control over financial reporting in order to determine my auditing procedures for the 
purpose of expressing my opinion on the financial statements and not to provide assurance on the 
internal control over financial reporting. My consideration of the internal control over financial 
reporting would not necessarily disclose all matters in the internal control over financial reporting 
that might be material weaknesses. A material weakness is a condition in which the design or 
operation of one or more of the internal control components does not reduce to a relatively low 
level the risk that misstatements in amounts that would be material in relation to the general 
purposes financial statements being audited may occur and not be detected within a timely period 
by employees in the normal course of performing their assigned functions. 
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I noted no matters involving the internal control over financial reporting and its operation that I 
consider being material weaknesses. However, I noted other matters involving the internal control 
over financial reporting that I have reported to management of Municipality of Barceloneta, in a 
separate dated December 15, 2001. 

This report is intended for the infonnation of the board of directors, management and federal 
awarding agencies and pass-through entities. However, this report is a matter of public record and 
its distribution is not limited. 

San Juan, Puerto Rico 
December 15, 2001 

The stamp number l] \R L\] ~ 
Was affixed to the 
original of this report. --- --·---

1768473 

-31-



I 

I 
I 
I 
I 
I 
I 
I 
I 
I 

I 

406 Tnte. Cesar Gonzalez 
Eleanor Roosevelt 
Hato Rey, P.R. 00919 

fouwt .A. #eliciUAw Wuvmeco 
CERTIFIED PUBLIC ACCOUNTANT 

Tel. (787) 879-4433 
Fax: (787) 880-1402 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO 
EACH MAORPROGRAM AND INTERNAL CONTROL OVER COMPLIANCE 

IN ACCORDANCE WITH OMB CIRCULAR A-133 

Mayor of the Municipality ofBarceloneta 
Barceloneta, Puerto Rico 

Compliance 
I have audited the compliance of the Municipality of Barceloneta, Puerto Rico, with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular 
A-133 Compliance Supplement that are applicable to each of its major federal programs for the 
year ended June 30, 2001. The Municipality ofBarceloneta major federal programs is identified in 
the summary of auditor's result section of the accompanying schedule of findings and questioned 
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to 
each of its major federal programs is the responsibility of Municipality of Barceloneta 
Management. My responsibility is to express an opinion on Municipality of Barceloneta 
compliance based on my audit. 

I conducted my audit in accord~ce with generally accepted au~iting standards, the standards 
applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States; and OMB Circular A-133, "Audits of States and Local 
Governments and Non-Profit Organizations. Those standards and OMB Circular A-133 require that 
I require that I plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a 
direct and material effect on a major federal program occurred. An audit includes examining, on a 
test basis, evidence about Municipality of Barceloneta, compliance with those requirements and 
performing such other procedures, as I considered necessary in the circumstances. I believe that my 
audit provides a reasonable basis for my opinion. My audit does not provide a legal determination 
on Municipality ofBarceloneta compliance with those requirements. 

In my opinion, Municipality of Barceloneta, complied, in all material respects, with the 
requirements referred to above that are applicable to each of its major federal programs for the year 
ended June 30, 2001. However, the results of my auditing procedures disclosed instances of 
noncompliance with those requirements that are required to be reported in accordance with OMB 
Circular A-133 and which are described in the accompanying schedule of findings and questioned 
costs as items 2001-01, 2001-02, 2001-03. 
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Internal Control Oyer Compliance 
The management of the Municipality of Barceloneta, Puerto Rico, is responsible for establishing 
and maintaining internal control over compliance with requirements of laws, regulations, contracts 
and grants applicable to federal programs. In planning and performing my audit, I considered 
Municipality of Barceloneta internal control over compliance with requirements that could have a 
direct and material effect on a major federal program in order to determine my auditing procedures 
for the purpose of expressing my opinion on compliance and to test and report on internal control 
over compliance in accordance with OMB Circular A-133. 

My consideration of the internal control over compliance would not necessarily disclose all matters 
in the internal control that might b~ material weaknesses. A material weakness is a condition in 
which the design or operation of one or more of the internal control components does not reduce to 
a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, 
contracts and grants that would be material in relation to a major federal program being audited 
may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. I noted no matters involving the internal control over 
compliance and its operation that I consider being material weaknesses. 

This report is intended for the information of the board of directors, management and federal 
awarding agencies and pass-through entities. However, this report is a matter of public record and 
its distribution is not limited. 

San Juan, Puerto Rico 
December 15, 2001 

The stamp number \] ~ i\.\J L\ 
was affixed to the 
original of this report. 
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MUNICIPALITY OF BARCELONETA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED JUNE 30, 2001 

A. Summaiy of Audit results 

Financial Statements 

Type of auditor's issued: 

Internal control over financial reporting: 

Material weakness( es) identified? 

Reportable condition(s) identified not considered 
to be material weaknesses? 

Noncompliance material to financial statements noted? 

Federal A wards 

Internal control over mayor programs: 
Material weakness(es) identified? 
Reportable condition(s) identified not 

Considered being material weaknesses? 

Type of auditor's report issued on compliance considered 
For mayor programs 

Any audit findings disclosed that are required to be 
Reported in accordance with Circular A-133, 
Section .510(a) are reported on part C, of this schedule 

-34-

Qualified 

Yes X No -- --

__ Yes_ X_No None reported 

Yes X No -- - -

__ Yes_X_No 

Yes X No -- --

Unqualified 

X Yes No -- --
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Identification of Major Programs 

CFDA Number(s) Name of Federal Program or Cluster 
14.855, 14,857 Section 8 - Existing & Voucher 
93.600, 93-575 Head Start & Child Care 
14-228 SBGP 

Dollar threshold used to distinguish 
Between type A and type B Programs 300,000 

Auditee qualified as low-risk auditee X Yes No 

B - Financial Statements Findings 

No matters were reported regarding reportable conditions, material weaknesses, and 
instances of non-compliance related to the financial statements that are required to be reported 
in accordance with paragraph 5.18 through 5.20 of Governmental Auditing Standards. 

C - Federal Award Findin2s and Questioned Cost 

Federal Program Information 

U.S. Department of Health and Human Services 
Head Start (PA 22) 
Pass-through Office of Children and Families Administration 
CFDA No. 93-600 
Grant No. 02-CH-483 
Year ended June 30, 2001 

Ref. No. Finding I Noncompliance 

2001-01 Statement of Condition and Criteria 
It was noted in my test of compliance that is the Municipality is not 
Complying with the criteria established by Treasury Circular letter 
1075. The Municipality's financial management system. 

To established procedures to minimize the time elapsing between the 
Transfer of funds from the Office of Administration for Children and 
Families and the disbursements by the Municipality, book cash balance 
Was over-run, during the month of November 2000. 
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The Municipality does not maintained and adequate procedures for 
The administration of cash that determine properly they're needs. 

The Municipality does not comply with the Circular 1075 of the 
Department of Treasury of the United States. 

Auditor's Recommendation 

The Municipality established adequate procedures in order to control 
In a more effective manner the need of the federal funds used. 

Municipality Response: 

We concur with auditor's recommendations. The Municipality evaluates 
The actual administrative procedures followed to establish a procedure 
To minimize the time between the funds received and the disbursements. 
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MUNICIPALITY OF BARCELONETA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED JUNE 30, 2001 

Community Development Block 
Grant (State Program) 
Passed-through Governor Office 

(continued) 

Department of Housing and Urban Development 
CFDA No. 14-228 
SBGP - 2000, 1999 and 1997 
Year Ended June 30, 2001 

Questioned 
Finding I Noncompliance Cost 

Statement of Condition and Criteria 
It was noted in my test of compliance is not complying with the criteria -0-
established by Treasury Circular letter 1075. The Municipalities financial 
management system. 

To established procedures to minimize the time elapsing between the transfer 
of funds from the Office of Children and Families Administration and the 
disbursements by the Municipality. It was noted during my audit that Muni
cipality held cash balances over $5,000 for periods longer than 3 days. 

Cause 
The Municipality does not comply with the Circular 1075 of the Department 
Of Treasury of the United States. 

Effect 
The Municipality does not maintained an adequate procedures for the 
Administration of cash that determine properly their use needed. 

Auditors Recommendation 
The Municipality establishes adequate procedures in order to control in a more 
effective manner the need of the federal funds used. 

Municipality Response: 
We concur with auditor's recommendations. The Municipality evaluate the 
actual administrative procedures followed to establish procedures to 
minimize the time between the funds revenue and the expenditure. 

-37-



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 

I 

Ref. No. 

----------
2001-03 

MUNICIPALITY OF BARCELONETA 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

YEAR ENDED JUNE 30, 2001 
(continued) 

Department of Health and Human Services 
Administration for Children and Families 
Passed-through Governors Office for Human Development 
Special Programs for the Aging 
CFDA No. 93-045 Grant -Title Ill 
Year ended June 30, 2001 

Finding I Noncompliance 

Statement of Condition and Criteria 
It was noted in my test of compliance is not complying with the criteria 
established by Treasury Circular letter 1075. The Municipality's financial 
management system. 

To established procedures to minimize the time elapsing between the transfer 
of funds from the Office of the Administration on Aging and the disburse
ments by the Municipality. It was noted during my audit that Municipality 
held cash balances over $5,000 for periods longer than 3 days. 

Cause 
The Municipality does not comply with the Circular 1075 of the Department 
of Treasury of the United States. 

Effect 
The Municipality does not maintained an adequate procedures for the 
Administration of cash that determine properly their use needed. 

Auditors Recommendation 
The Municipality establishes adequate procedures in order to control in 
a More effective manner the need of the federal funds used. 

Municipality Response: 
We concur with auditor's recommendations. The Municipality evaluates 
The Actual administrative procedures followed to establish a procedure 
to minimize .The time between the funds revenue and the expenditure. 
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MUNICIPALITY OF BARCELONETA 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

YEAR ENDED JUNE 30, 2001 

2000 - Finding No. 1: Head Start (PA 22) and Child Care 
CFDA No. 93-600 
Year ended June 30, 2001 

2000-Finding No. 2: Child Care Program 
CFDA No. 93-575 
Year ended June 30, 2001 

2000-Finding No. 3: Special Program for the Aging 
CFDA No. 93-045 
Year ended June 30, 2001 

2000 - Finding No. 4: Rural Development Grant 
CFDA No. 10-760 
Year ended June 30, 2001 

Condition 
It was noted in my test of compliance that is the Municipality is not complying with the criteria 
established by Treasury Circular letter 1075. The Municipalities financial management system. 

To established procedures to minimize the time elapsing between the transfer of funds from the 
office of Administration for Children and Families and the disbursements by the Municipality. It 
was noted during my audit that Municipality held cash balances over $5,000 for periods longer 
than 3 days. 

Recommendation 
The Municipality establishes adequate procedures in order to control in a more effective manner 
the need of the federal funds used. 

Current Status 
The mayor gave instructions to establish adequate procedures to comply with the requirement. 

Findings reported again. 
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MUNICIPALITY OF BARCELONETA 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

YEAR ENDED JUNE 30, 2001 

1999 - Finding No. 4: Head Start and Child Care 
CFDA No. 93-600 and 93-575 
Year ended June 30, 2000 

Condition 

It was noted in my compliance test that property register was not updated. 
The deletions of equipment, for the last two years, for $33,077.00 in the 
property register, as of June 30, 2000, was still included. Subpart C, federal 
register 45, CFR 92.32, (b ), (2), establishes the procedures to maintain 
accounting records. 

Recommendation 

The Municipality must establishes adequate procedures in order to control 
in a more effective deletions of property. 

Current Status 

The mayor gave instructions to establish adequate procedures to comply 
with the proper property requirements. 

Finding was corrected. 
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~ohi:erno ...ffiunitiprrl 
BARCELONETA. PUERTO RICO 

Oepartamento de Finanzas 

CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2001 

(CONTINUE) 

Ref. No. Finding /Corrective Action 
2001-0 I Planned/Person Responsible: 

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

Corrective Action Planned: 

Adequate procedures were established by the Municipality to control 
the use federal funds in effective manner. 

Person Responsible: 
Noel Gutierrez, Finance Director 

Ref. No. Finding /Corrective Action 
2001-02 Planned/Person Responsible: 

Statement of Condition: 
The Community Development Block Grant (state program) 
Longer than 3 days. 

Anticipated 
Completion Date 

On or before 
end of 2001-02 

fiscal year 

Anticipated 
Completion Date 

On or before 
end of 2001-02 

fiscal year 

Corrective Action Planned: 0 
Adequate procedures were established by the Municipality to control 
the use federal funds in effective manner. 

Person Responsible: 
Noel Gutierrez, Finance Director 
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Ref. No. Finding /Corrective Action 
2001-03 Planned/Person Responsible: 

Statement of Condition: 

CORRECTIVE ACTION PLAN 
YEAR ENDED JUNE 30, 2001 

(continue) 

The Special Program for the Aging Cash balance over $5,000 
For periods longer than 3 days. 

Corrective Action Planned: 
Adequate procedures were established by the Municipality to control 
The use federal funds in effective manner. 

Person Responsible: 

N~fl Gutif' lz, F7·nan e Director 
.,;/ / ·' . ' ~ ../ · ! v 

-42-

Anticipated 
Completion Date 

On or before 
end of 2001-02 

fiscal year 
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AL CAL.DE 

23 de Mayo de 2003 

Leda. Barbara Sanfiorenzo Zarago;~a 
Comisionada 
Oficina det Comisionado Asunto Municipal 
P 0 . Box 70167 
San Juan, Puerto Rico 00936-8167 

Estimada Leda. Sanfiorenzo: 
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Sirva la presente comunicaci6n p2.ra entregarle el Plan de Acci6n Correctiva del Single 
Audit 2001 del Municipio de Arroyo. 

De surgir cualquier duda al respec:to se pueden comunicar con la Sra. Ivette Martinez -
Directora de Auditoria Intema a los tel. 839-3500 6 839-2030 ext. 232 6 235. 

Sin nada mas al cual ref'erirme, qut:do de usted. 



Finding 
reference 
number 

01-01 

01-02 

01..03 

Contact person 
responsible for 

corrective action 

Oepartamento de 
Finanzas 

Departamento de 
Fmanzas 

Departamento de 
Finanzas 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

During our examination of the Municipality's 
property records and reports we noted the 
fallowing deficiencies: (a) balance in the 
Property Subsidiary Ledger does not reconcile 
with the ending balances reported in the 
audited financial statements; (b) there is no 
adequate internal control procedures to assure 
the proper valuation and timeliness of 
recognition of real and personal property in the 
Property Subsidiary Ledger and {c) 
Construction in Progress account were not 
maintained in the General Ledger and Property 
Subsidiary Ledger. 

The Municipality did not include in its general
purpose financial statements, an estimate of 
the obligation for landfill closure and post 
closure. 

During our examination of the Municipality's 
accounting system we noted that it does not 
summarize the transactions in a forma1 General 
Ledger in order to properly record and account 
for the transactions of all of its Governmental 
Funds (Local, State and Federal funds} and 

Corrective action pf anned 

The Municipality will comply with the 
Governmental Accounting Standard Board 
Statement No. 34. This GASB Statement 
represent significant changes in the financial 
reporting, therefore, the Municipality wm 
actualize its property subsidiary ledger in order 
to indude in it all necessary information to 
comply with the GASS 34 requirements; 

Also, the Municipality will establish internal 
control procedures to assure that actuaflzed 
property records are maintained to support 
amounts to be reported in the financial 
statements. 

The Municipality will estimate the landfill 
closure and post closure costs in order to 
include that estimate in the general-purposes 
financial statements. 

The Municipality will implement the 
Governmental Accounting Standard Board 
Statement No. 34 for the fisca1 year 2002-03. 
This GASS impose material changes to 
governmental financial reporting, including, but 
not limited to significant changes to 

,_, Date 

Anticipated 
completion 

date 

Nov-2()..2003 

Nov-20-2003 

Nov-20-2003 
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Anding 
reference 
nwnber 

01-04 

Contact person 
responsible for 

corrective action 

Departamento de 
Recursos Humanos 

Municipality of Arroyo 
Single Audit 2000·2001 

Conective Action Plan 

Finding Description 

Account Groups. 

We performed a payrol test and examined a 
sample of sixty (60) personnel files. The 
following summarize the deficiencies noted: 

a. For two (2) employees the sick leave and 
regular vacations balance at June 30, 2001 
as per the accumulative vacation card 
were not included in the List of Accrued 
Compensated Absences (Vacations and 
Sick Leave) as of June 30, 2001 prepared 
by the Human Resources Department 

b. For two (2) employees we noted 
differences between the stck leave and 
regular vacations balance at June 30, 2001 
as per the acCt.Jmulative vacation cards 
and the balance included in the List of 
Accrued Compensated Absences 
(Vacations and Sick Leave) as of June 30, 
2001 prepared by the Human Resources 
Department 

c. For one (1) employee we noted that the 
regular vacations discounted as per the 
assistance cards did not agree with the 
rem laL.Vacations as per the accumulative 

I • 

Corrective action planned 

Municipality's accounting records. 

The Municipality's Human Resources 
Department personnel reinforce internal control 
procedures in order to assure that sick leave 
and regular vacations records of each 
municipal employee have been maintained with 
an accurate degree. Also, supervisory review 
procedures have been applied to assure the 
correctness of sick leave and regular vacations 
records. 

Anticipated 
completion 

date 

Nov-20-2003 
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Finding 
reference 
number 

01-05 

01-06 

Contact persOf'I 
responsible for 

corrective action 

Departamento de 
Finanzas.

Recaudaciones 

Departamento de 
Finanzas 

Municipallty of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

vacation carets. 

d. Eight (8) pay stubs related to the payroll 
electronic payment transfer were not 
available for our examination. 

During our examination of the Municipality's 
procedures related to the cash receipts 
process we examined slxtv (60} collections 
and we noted the following situations: 

a. For some receipts the Municipality did 
not maintain an effective intemal control 
to assure the proper fi ling of the receipts 
supportiig documents. 

b. Five (5) official receipts were prepared 
after the deposit was made. 

c. Two (2) Municipal License Taxpayer's 
files did not contain evidence of an 
Income Tax Return or an Audited 
Fmancial Statements. 

During our examination of the Municipality's 
procedures related to the purchasing and 

MuniclpatifY M~ 
I 

Corrective action planned Anticipated 
completion 

date 

The Municipafity's Collection Office will Nov-20-2003 
establish internal control procedures to assure J 

that all receipts have been supported by 
documents related to collection. I 
Also, instructions were given to require that 
official receipts are prepared prior to deposit of 
funds in bank. 

Also, instructions were gi1Jen to assure that 
each Municipal Licence Taxpayer's file include 
all documents required by law; Volume Sales 
Tax Return. Audited Financiat Statements, 
Income Tax Returns, etc. 

Instructions were given to municipal employees Nov-20·2003 
to accly the procedures establshed in the Local 

_ _ ZS~s;0.3 
I' ' Date 

3 

...... 
w 
IS> 
en 

~ 
H 
() 
H 
""O 
H 
0 

l> 

~ 
< 
0 

IS> 
U1 ....... 
...... 
...... 



Finding 
reference 
number 

Contact person 
responsible for 

coneetive action 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description Corrective action planned 

receiving process we examined thirty-five regulation entitled as "Reglamento Revisado 
(35) disbursement vouchers for the general sobre Normas Baslcas para los Municipios de 
and special revenue fund and we noted the Puerto Rico", Chapters IV and Vtll. 
following situations. 

a. One (1) disbursement voucher was not 
available for our examination. 

b. In five (5) disbursement vouchers there 
~$ no evidence that the goods or 
services were rendered as requested. 

c. In fourteen (14) disbursement vouchers 
there was no evidence that the 
Municipality requested at least three (3) 
quotations or realized formal bids for 
these purchases. 

d. In one (1) disbursement voucher we 
could not obtain evidence of the 
authenticity of two quotations. 

e. In four (4) disbursement vouchers there 
was no evidence of an invoice or other 
related document related the purchase of 
goods or service. 

f. In five (5) disbursement vouchers we 
ngt,:i,n that the purchase orders were 

I . ,-- Date 

Anticipated 
completion 

date 

4 



Finding 
reference 
number 

Contact person 
responsible for 

corrective action 

Oficina de 
Program as 
Federales 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

prepared after they received the goods or 
services. 

g. In two (2) disbursement vouchers the 
expenditure were charged to the 
erroneous account. 

h. Five (5) disbursement vouchers were 
not marked or cancelled as paid 
.,,.,,.,,..,., tho ~~"' 1mo"'t 
'91VI ·~ &It"' .... ....,V ..... I f 1¥• I • 

During our Davis-Bacon Act test for the 
projects {OO-FD-07-01, 99-FD-07-02, 98-FD-
07-02, 97-FD-07-01) we noted the following 
situations: 

a. The Municipality did not obtain all weekly 
payrolls during activity of construction 
project to be reviewed by the 
Municipality's employee responsible of 
applying monitoring procedures. 

b. There is no evidence that the 
Municipality's employee responsible of 
applying monitoring procedures, review 
the weekly payrolls to assure that the 
contractor complied with prevailing 
.. -- ·-

Corrective action planned 

Instructions were given to employee in charge 
of labor standards compliant to apply 
monitoring procedures to assure contractors 
compliance with Davis-Bacon Act. This 
monitoring procedures will include the following; 
a pre-construction conference; provide 
documents related to labor standards to the 
adjudged contractor; request an examine the 
contractors weekly payrolls; on-site visits to 
interview contractors employees; etc. 

Date 

Anticipated 
completion 

date 

Nov-20-2003 
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Finding 
reference 
number 

01-09 

Contact person 
respons;ble for 

corrective action 

Oficina de 
Programas 
Federales 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

c. The Municipality did not perform 
periodical interviews to contractors and 
subcontractor's laborers. There is only 
evidence of one interview during the 
activity of the construction project. 

During our Davis-Bacon Act test for the 
projects (99-FD-07-06) we noted the 
following situation: 

a. The Municipality did not apply the 
monitoring system developed to ensure 
contractors compliance with payment of 
prevailing wages to employees. 

Corrective action planned Antieipated 
completion 

date 

During our audit of the program income Instructions will be given to assure that aH Nov-20-2003 
requirements we noted that the Municipality program income transactions were properly 
did not maintain internal controls to assure: recorded and accounted. 

a. That the program income was proper1y 
determined or calculated in accordance 
with stated criteria and that program 
income was only collected from allowable 
sources. 

b. That all program Income was properly 
recor_ded in the accounting records. 

Mun~~r 
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Finding 
reference 
numl:ler 

01-10 

Contact person 
responsible for 

conective action 

Departamento de 
Finanzas 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

c. That program income was used in 
accordance with the program 
requirements and other applicable 
regulations. 

During our examination of twelve (12) 
disbursement vouchers of the Public 
Assisiance Giant wa noted tha fo!!cwing 
situations: 

a. Two (2) disbursement vouchers and 
cancelled checks were not available for 
our examination. The Comptroller Office 
of Puerto Rico maintained under their 
custody those disbursement vouchers 
and cancelled checks totaling 
$110,928.43. 

b. Eight (8) original disbursement vouchers 
were not available for our exam•nation. 
The Municipality's management 
represented us that they only maintain 
copy of that disbursement vouchers 
since the Office of the Governors 
Authorized Representative (GAR) 
maintained under their custody the 
_Qriainals totalina $376,060. 

Corrective action ptanned 

The Municipality of Arroyo will reinforce its 
record retention procedures in order to assure 
that all supp(lrting dor.uments are available for 
audit and other purposes. 

Also, the Municipality will reinforce its cash 
disbursements procedures in order to assure 
that procedures are in compliance with the 
requirements established in the Local 
regulation entitled as "Reglamento Revlsado 
sobre Normas Basicas para los Municipios de 
Puerto Rico". 

r i 
Date 

Anticipated 
completion 

date 

Ncv-20-2003 
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Finding 
reference 
number 

01-11 

Contact person 
responsible for 

corrective action 

Departamento de 
Finanzas 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description 

c. Three (3) disbursement voochers 
contained a global invoice for the works 
performed instead of a certification 
detailing the work performed by the 
contractor. 

d. Six {6) invoices did not contain all the 
approval signatures. 

e. Two (2) disbursement vouchers did not 1 

contain evidence that the services were 
rendered as requested. 

f. For one (1) disbursement voucher the 
Municipality did not discount for the 
payment the retention of ten percentage 
applicable to construction contracts. 

g. One (1) invoice was not marked or 
cancelled as paid. 

The Municipality did not provide to us the 
quarterly progress reports (P-4} required by 
the Governor's Authorized Representative 
(GAR) during the fiscal year 2000-2001. 

Durina nur special tests audit we could not 

Corrective action planned 

The Municipality of Arroyo will reinforce its 
record retention procedures in order to assure 
that all supporting documents are available for 
audit and other purposes. 

The Municipality of Arroyo will follow 

2:3 I os1'--IP~~--
, Date 

Anticipated 
completion 

date 
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Finding 
reference 
number 
01-12 

Contact person 
responsibte for 

corrective action 
Departamento de 

Finanzas 

Municipality of Arroyo 
Single Audit 2000-2001 

Corrective Action Plan 

Finding Description Corrective action planned Anticipated 
completion 

date 
obtain evidence of the files for the project requirements established by the GAR in the Nov-20-2003 
worksheets (PW)(Number: 5061, 650, future, including the maintenance of a file for 
55858, 57355, 71350, 55915) as required by each Project Worksheet; budget authorization, 
the Office of Governor Authorized authorized scope of work, procurement 
Representative (GAR}, to support that costs process, expenditures supporting documents, 
incurred were in performance of eligible photos, etc. 
works, that approved works were completed, 
that the projects were in compliance with the 
provisions of the FEMA-State Agreement 
and !hat payments ~h8rg~d ttJ projects were 
made in accordance with OMB A-102 
Common Rule. 
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I. Fiscal year ending date for this submission 12.Tynr of A-133 audit 'OS-· .. ~ ~ 
mm/dd/yyyy) .r ~~ ~ ' O -\) 

~)6/30/2000 li Single audit ~0~ cP -~ .. -~ 

13. Audit period covered !CENSUS 14.Date received by clearinghouse~ ~ O 

<i Annual IUSE o 
IONLY 

ls.Employer Identification 
Number (EIN) 
a.Auditee EIN 660434377 

16.AUDITEE INFORMATION 

lb.Are multiple EINS covered in this report? 

<i No 

7.AUDITOR INFORMATION 

la.Auditee name 
iMuNICIPALITY OF BARCELONETA la.Auditor name 
tb-.A~u-d~it-ee~ad7d.J;~e;..ss~(N:=:-u..::n~1b=e~r:::an:::d:;.;s~~:.;;e:::.et:.:~~-------lJUlAN A. FELICIANO CHARNECO 
l:G~E~O;::-R~G=E=Tf=I :::;sT=.;.:.:.;.:;,;,;.;;:;.;::.:-=.:.::..::.::.:;~-------lh_.Auditor address (Number and street) 
l:t~i'.'"'ty-.-;;.;;;.;;..-...;;.;..; ___________ _.SAN LUIS #151 

BARCELONETA ·~~ity---------------------------------J 
f,S~ta~te~=.;;~~Z~ip~C~od-:-e---------------------IARECIBO 
PR 00617- 1s~t~at~e--~-----:::Z~ip~C~od-:-e-----------------1 
~:-;:-:---...;..;..;..-;..;... ______________ ..IJl~R 
c.Auditee contact ~-:---::-----__;00::.::.::::6.;.:12:_-----------1 
Name It.Auditor contact 

!MR. NOEL A. GlITIERREZ CRUZ Name 
rfitle .,m_ JUAN A FELICIANO CHARNECO 

iFINAN~ DIRECTOR rTitle 
,; ~udif:I contact telephone ,,...ERTIFIED PUBLIC ACCOUNT ANT 
, 7 ) 3.. 6 - 5618 ~.Auditor contact telephone 

~~ta~- A~u~clitee~-~co~n7ta~c~tF~AX~~(O~p-t~io_n_a~lj-------------lt~7~8~7~)~8~7~9_-~44~3~3::-:-:':"""~--~--------------1 .._; /i: 187
1 
\.&46 - 2009 le. Auditor contact FAX (Optionalj 

-~ ~ tAu~ contact E-mail (Optional) 787) 880 - 1402 
~ 1.i. INGUf.IERR@,COOUI.NET · If.Auditor contact E-mail (Ootional) 

!<;.· 
Q g.AUDITOR STATEMENT- The data elements and 

~nfonnation included in this fonn are limited to those 
lg.AUDITEE CERTIFICATION STATEMENT-This is orescribed by OMB Circlular A-133.The infonnation 
o cenify that. to the best of my knowledge and belief. the Ii ncluded in Parts II and III of the fonn, except for Part III, 

lauditee has:(l)Engaged an auditor to perfonn an audit in Utem 5 and 6, was transferred from the auditor's report{s) 
accordance with the provisions of OMB Circular A-133 for "or the period described in Pan I, Items 1 and 3, and is not 
the period described in Part I, items l and 3; {2)the auditor la substitute for such reports. The Auditor has not 
!has completed such audit and presented a signed audit 1Pert:onned any auditing procedures since the date of the 
!report which states that the audit was conducted in auditor's report(s). A copy of the reporting package 
~ccordance with the provisions of the Circular; and,(3)the jrequircd by ~MB Circular A-133, which includes the 

nformation included in Parts I,Il,and m of this data lcomple~e auditor's report{s), is available in its entirety from 
lcollcction fonn is accurate and complete.I declare that the lhe aud1tee at the address provided in Part I of this fonn. 
foregoing is true and correct. IAs required by OMB Circular A-133. the information in 

Parts n and m of this fonn was entered in this fonn by 

Signature of certifying official 

!Name/Title of certifying official 

Date 
~he auditor based on information included in the reporting 
oackagc. The auditor has not pcrfonned any additional 
iauditing procedures in connection with the completion of 

__ ! _ _ /_ _ this form. _ 

Signature of auditor Date 
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~Form SF-SAC(8-97) OMB #0348-0057 

Rrport 10 : 30599 

Part I: GENERAL INFORMATION - Continued 
8.Indicate whether the auditcc has either a Federal cognizant or oversight agency for audit. Only non-Federal entities 
with total Federal awards expended greater than $25 million have a Cognizant agency. All others have an Oversight 
agency.(Mark (x) one box) 

r. Oversight agency 

9.Name of Federal cogni7.ant or oversight agency for audit (Mark (x) one box) 

93 I r. I Department of Health and Human Services 

Part II: FINANCIAL STATEMENTS (To be completed bv auditor) 
I.Type of audit report (Afark (x) one box) 

(i Qualified opinion 
12.Is a "going concern" explanatory paragraph included in the audit report? 

r. No 

~.Is a reportable condition disclosed? 

le No - SKIP to Item 5 

~.Is any reportable condition reported as a material weakness? 

r Yes r No 

15.Is a material noncompliance disclosed? 

<i No 

Part ill: FEDERAL PROGRAMS fTo be comoleted bv auditor) 
I.Type of audit report on major program compliance 

17 Unqualified opinion 
::Z. What is the dollar threshold to distinguish Type A and Type B programs § _.520(b)? Round to the nearest dollar. 
$300000 
3.Did the auditee qualify as a low-risk auditee (§_.530)? 

<i Yes 

4.Are there any audit findings required to be reported under § _.5 IO( a)? 

<i No 

5. Which Federal Agencies are required to receive the reporting package? Only select a Federal Agency if there are 
findings related to the selected Federal Agency involving direct money or if there were prior year audit findings 
related to the selected Federal Agency involving direct money. (lv/ark (x) all that apply.) 

10 F Department of Agriculture 

93 F Department of Health and Human Services 

14 F Department of Housing and Urban Development 
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.Form SF-SAC(S-97) OMB #0348-0057. 

Rrport ID : 30599 

Part Ill: FEDERAL PROGRAMS Continued 
6. FEDERAL AW ARDS EXPENDED DURING ~lSCAJ. YEAR ~. AUDIT FINDINGS AND QUESTIONED COSTS 

5a. 16c. Amount 

~·· rn,. Type of ~c. Amount 7d. lntcmal 
7c. Audit 

Ro11 -:mA 'ib. Name ofFcd~nl k::qx.-ndcd Major ~plianc.: 
of control 

'inding 
number progr.un 

'" 'W'bol.: Pn>gr:im requircm<.-nl (2) flucslioncd finding! (3) 
refctC11Cc II 

II Number.< l:O!l5 sl (41 

l 14- COMUNNlTY DEVELOPMENT 
$ 856033 P" y 0 $NIA P" c NIA 

228 BLOCK GRANT (ST ATE PROGRAM) 

t2 14-
SECTION 8 VOUCHER $ 271232 P" y 0 $NIA P" c NIA 

855 

3 14-
SECTION 8 EXISTING $ 86366 P" y 0 $NIA P" c NIA 

857 

f4 93-
HEAD START $ 2228043 P" y 0 $NIA P" c NIA 

600 

5 93-
CHILDCARE $ 108519 f7 N 0 $NIA P" c NIA 

575 

k5 93- SPECIAL PROGRAM FOR THE AGING 
$ 72047 f7 N 0 $NIA P" c NIA 

045 TffiEE III 

7 10-
USDA $ 14692 f7 N 0 $NIA P" c NIA 

570 

8 10-
RURAL DEVELOPMENT $ 5242 f7 N 0 $NIA P" c NIA 

760 

9 93-
EARLY HEAD ST ART $ 217647 f7 N 0 $NIA P" c NIA 

1600 
Computer Generated Total Federal Awards 

$ 3859821 Emended: 
TOT AL FEDERAL AWARDS EXPENDED $3859821 

*Footnotes for Part 3 - Item 6 and Item 7 
1. Or other identifying number when the Catalog of Federal Domestic Assistance (CFDA) number is not available. 

2. Type of compliance requirement (Enter the letter(s) of all that apply to audit findings and questioned costs 
reported for each Federal program.) 

A. Activities allowed or unallowed G. Matching, level of effort. 
B. Allowable costs/cost principles eannarking 
C. Cash management H. Period of availability of funds 
D. Davis-Bacon Act I. Procurement 
E . Eligibility J. Program income 
F. Equipment and real property K. Real property acquisition and 
management relocation assistance 

3. Type of internal control findings (Mark (x) all that apply) 

L. Reporting 
M. Subrecipient monitoring 
N. Special tests and provisions 
0. None 

A. Material weaknesses B. Reportable conditions C. None reported 

4. If there are no audit findings, questioned costs, or internal control findings. the auditor should mark 0 , NI A. C 
and NIA for items 7 (b). (c). (d). and (e) respectively. 


