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MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Management of the Municipality of Barceloneta, provide this Management's Discussion and

Analy-sis for the reader of the Municipality's basic financial statements. This narrative overview

and analysis of the financial activities of the Municipality for the fiscal year ended June 30,

200g, and is intended to provide an easily readable eiplanation of the information provided in

the attached basic financial statement. WL encourage readers to consider this information with

the Municipality basic financial statements that follow'

Fiscal year 2007-200g operations sustains the Municipality's track of solvency and sound fiscal

condition. For next year and years to come the Municipality is expecting to present a more strong

and very stable economy due to new cofllmunity projects that will be finished next year and on

fu,;y;s, like tlie new convention center, the internor Scientific Park and a new public pool,

also commercial projects like a new Walgreen'S, Sam's and Wat-Mart stores and a Four Point

Sheraton Hotel, these commercial projects has the municipality's with- hi-gh expectations on

increasing strongly the Municipality's revenue. The Governmental wide financial statements

also supports our statement. This condition is achieved in a time of economy constrains and low

revenues growth rates.

FINANCIAL HIGHLIGHTS

current fiscal year by $ 13 1,410 (net assets)'

$4,551 ,499 as compared to the revised budget'

a fund balance of $21,882 *d itt"i.ur e of $2,772,823 in comparison with the prior year'

converting ota iacitities of the Municipality in- the new "Centro de Excelencia de

Tecnologia Avatuada" (CETA). These iacilities will be administered by "Universidad

del Este,, and will provide advanced technical training to individuals based on the needs

of the industries in the Municipality'

New Requirements for the Financial Reporting

The new approach on the preparation of the Municipality's financial statements emphasizes on a

government wiae (consotaateay view of its financial operations. Nevertheless major individual

funds are presented and evaluated in all of its details. Simultaneous implementation of both of

these perspectives allows user to address relevant questions about municipality's performance

and provid'es a basis for comparisons and evaluation of services quality'

Because of the implementation of these new reporting standards, much of the information will

not be easily comparable with prior year data. However, in future yeals, comparisons will.be

more meanirrgn r *J wil provide a better understanding of the municipality's financial position

and results of its oPerations. 
_l_
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MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Statements ComPonents

The basic financial statement consist of government wide financial statements, the major

individual funds financial statement, and notes to the financial statements that provides more

details.

The Statement of Net Assets reports information of the municipality as a whole. Increase or

decrease of net assets may serve as an indicator of whether municipality's financial position is

improving or deteriorating. Those statements include all assets and liabilities using the accrual

basis of iccounting, whiclh is similar to the accounting used by most private sector companies.

Accrual of the current year's revenues and expenses are taken into account regardless of when

cash is received or Paid.

The statement of Activities is focused on both the gross and net cost of various activities, which

are supported by the Municipality's property tax, municipal licenses tax and other revenues' It is

intended to summarize and-similify the uier's analysis of the costs of governmental services.

The governmental activities reflect basic services, including police, public works, solid waste

dispo"sal, community services, and general administration. Property tax, municipal license tax,

staL and federal appropriations finance most of the services.

The Statement of Net Assets and the statement of activities, on page 10-11, report the

Municipality net assets and changes in them. One can analyze of the Municipality's net assets, as

the difference between assets and liabilities, as one way to measure the Municipality's financial

position. Over time increase decreases in the Municipality's net assets are one indicator of

whether its financial health is improving or deteriorating. However, other non-financial factors

should be considered, such as changes in ttte Municipality's property tax base, and the condition

of roads, to assess the overall health of the Municipality's of Barceloneta'

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

been segregated foripecific activities or objectives. The {ajor Governmental Funds presentation

providef aJtaitea information about the most significant firnds, not the Municipality as a whole'

The Municipality uses fund accounting to ensure and demonstrate compliance with financial

related legal requirements. The Munlcipality's basic services are reported in governmental

funds, which focus on how money flows into and out of those funds and the balances left at year-

end that are available for spending. These funds are reported using an accounting method called

modified accrual accounting, which measures cash and all other financial assets that can readily

be converted to cash. The Govemmental funds statement provides a detailed short-term view of

the Municipality general governmental operations and the basic services it provides'

Governmental funds information help you determine whether there are more or fewer financial

resources that can be spend in the nearfuture to finance Municiparity's programs. we describe

the relationship between govemmental activities and governmental- funds in reconciliation

besides the fund financial statements. The notes provide additionat information that is essential

to a fulI understanding of the data provided in the government-wide and fund financial statement'

a



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Infrastructure Assets
The Municipality implemented the major model portions of GASB statement 34 during the

current fiscal year. Historically, the governmental larger group of assets have not been reported

nor depreciated in governmental financial statement. The new statement required that this asset

be valuated and reported within the Govemmental column of the Governmental Wide Statement.

Additionally, the government must elect to either depreciate these assets over their estimated

useful life or develop a system of assets management designated to maintain the service

delivered potentially to near peqpetuity. If the government develops the assets management

system, which periodically, by category, measures and demonstrate its maintenance of locally
established level of services standards, the govemment may record its cost of maintenance in lieu
of depreciation. The information about the condition and maintenance of condition of the

government infrastructure assets should assist financial statements users in evaluating a local
government and its performance over time.

Government-Wide and Fund finical Statements

Statement of Net Assets

The Statement of Net Assets reports information of the municipality as a whole. lncrease or
decrease of net assets may serve as an indicator of whether municipality's financial position is

improving or deteriorating. In the case of the Municipality primary government assets exceeded

liabilities by $28,155,004 at the close of the recent fiscal year. The following reflects the

condensed Statement of Net Assets of the Primary Government.

-3-



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

The principal increase of the net assets was due mainly to the inclusion of the capital assets of
the municipality. The Capital Assets' amount will increase as the construction in progress assets

are identified and included in the financial statements.

Components of Net Assets

70

60

50

40

30

20

10

Current and

other assets

Ca$tal
Assets

I-ong-term Other
dett liatrilities

outstanding

Statements of Net Assets
As ofJune 30.2008 and 2007

t99.32s $ 38,496,521Current and other assets
55,904,99857 ,621,011Capital assets

94.40t.s19Total assets 98,820,336

21.4812t.092.08rCurrent and other liabilities
43,587,437-term liabilities 49.573.257

65,068,727Total liabilities 70,665,332

Net assets:
28,995,726Invested in capital assets, net ofrelated debt 30,856,680
20,028,69022,720,879Restricted
19,691,6245,422,555Unrestricted (deficit)

-4-



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements of Activities

The following reJlects the condensed Statement of Activities of the Primary Government:

For the r ended June 200E and 2007
2008 2007

General Revenue $ 42.s7s.89r $ 36,430,506

Program Revenue 6,597,396 6.284.250

Total Revenue 49.173.287 42.714,756

Expenses
Governmental activities (43,188,464) (41,721,735)

The fotlowing reflects the condensed Balance Sheet of the Governmental Funds:

Governmental Funds
Balance Sheets

June 30.2008 and 2007
2008 2007

Assets:
Cash $ t 5,592,049 s 18,327,726

Restricted Cash 15.320.r24 13,t57,273

Accounts Receivable 4,564,481 4.044.629

Land held for sale 6.933,067 4,326,409

Liabilities and Fund Balance

Liabilities:
Accounts payable and due to other funds $ 8,545,599 $ 5.4t9,7 ss

Deferred Volume of Business Tax 11.011,833 14,298,064

Total Liabilities 19.557.432 19,717,819

Funds Balances 22,852,289 20,138,218

The most significant changes in this statement were as follows:
o Noticeably, the fund balances are mostly in cash and cash restricted.

. The increase in liabilities is due mainly to the accounts payable of special and capital

outlays funds and the decrease in deferred revenues volume of business tax.

i

i

I

i

I
I

I

I

i

I

l
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MUNICIPALITY OF' BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statement or Revenues, Expenditures and Changes in Fund Balances
Year Ended June 30,2008 and 2007

2008 2007

Revenues:
Property taxes $ 9,844,898 $ 12,019,994

Volume of business tax 16,543,800 t5.846.666

Interqovernmental revenue 6.390,823 7,320,915

Federal grants 6,597,396 6,257,790

Sales Tax 2,048,810
Other 7 ,77 5,838 2,394,736

Liabilities and Fund Balance
Exnenditures:

General Government $ 16,379,088 s 18.302,336

Public works 1I,292,440 8.470.019

Public safety 2.432.972 r,860,223

Health 1,148,888 1,148,888

Capital outlavs 7,114,657 2,858,199

Culture and recreation 3,253,625 3,001,116

Bonds (principal and interest) 4.554.586 4,789,217

Education and training 4,105,145 4.065.554

Other expenditures 861.426 722.418

Excess of revenues (expenditures)

Over expenditures (revenues) $ 0,941,262) $ (1 ,377,869)

The most significant changes of this statement were as follows:

. The larger increase in revenues is related to volume business tax, and other revenues for
the range of $700,000 to $5.4 millions.

o The most significant change in the expenditures was a increase in capital outlays for

approximately $4.3 millions.

-6-
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MANAGEMENT'S DISCUSSION AND ANALYSIS

, 
Economic Factors aad Next Year Budget

The Municipality is a political legal entity with full legislative and administrative powers in
every area of municipal government, with perpetual existence and legal personality, separate and
independent from the central governmental of Puerto Rico. The Municipal Government
comprises the executive and legislative branches. The Mayor exercises the executive power and
the legislative power by the Municipal Legislature, which has l6 members.

The Municipalifiprovides a full range of services including pubtric works, education public
safety, public housing, health, community development, culture, recreation and other
atlministrative services. The Municipality's principal sources of revenues are property taxes,
municipal license taxes, contributions by the state government and federal grants.

The Municipality's Budget for fiscal year 2007-2008 is $4,551,499 more than the last fiscal year
Q0a6-2007).

Contacting the MunicipqJity's Financial Management

The Municipality's financial statements are designed to present users with general overview of
the Municipality's finances. If you have questions about the report or need additional financial
information, contact the Municipality's Director of Finance.

"(Pard un (Buen 
Qofiiento, unn (Buma A[ministrac.i6n',

t
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INDEPIINDENT AUDITOR'S REPORT

T'o the Mayot'ard Municipal Council crf

the Municipality ol- Barcekrneta
Barceloneta, Puerto Rico

I have audited the accompanying financial statements of the Governmental Activities, each maicif-

fund and the remaining fund information olthe Municipality of Barceloneta, Puerto Rico, as of and

for the year ended June 30, 2008, which collectively comprise the Municipality of Barceloneta
basic financial statements, as listed irr tlre accompanying table of contents. These financial
statements are the responsibility of the Municipality's management. My responsibility is to express

opinions on these financial statements based on my audit.

I have conducted my audit in accordance with auditing standalds generally accepted in the United
States of America and the standards applicable. to financial audits contained in Government Auditing
Standards, issued by the Comptroller Cieneral of the United States of America. Those standards

require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence

supporting the amounts and disclosures in the financial statements. An audit also includes assessing

the accounting principles used and significar-rt estimates made by management, as well as evaluating
the overall financial staterrent presentation. I believe that my audit provides a reasonable basis for
my opiniori.

ln my opinion, the financial statements reJerred to above present tailly, in all material respects, the

respective financial position of the govemmental activities, each major fund and the aggregate

remaining fund informatior, of the Municipalify of Bhrceloneta, Puerto Rico, as of June 30,2008,
and the respective changes in financial position, thereof and the respective budgetary comparison for
the general fund for the year then ended in conformity with accounting principles generally accepted

in the United States of America.

-8-
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In accordance with Government Auditing Standards, I have also issued my report dated December 1,

2008 on my consideration of the Municipalify of Barceloneta, Puerto Rico internal control over
financial reporting and on my tests of its compliance with certain provisions of laws, regulations,
contracts and grants. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the result of that testing, and not to provide an

opinion on the internal control over financial reporting or on compliance. That report is an integral
part of and audit performed in accordarrce with Governmental Auditing Standards and should be

considered in assessing the results of our audit.

My audit was perlirrmecl firr the puqrose ol'forming an opinion on the Governmental Activities
l'urarrcial statements o1' the 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 o1'Management and Budget Circular A-133, Audits of States,

Local Goveraments, 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 statenrents and in my opinion, is fairly stated in all material
respects, in relation the by general pupose financial statement a taken as whole.

As described in Note 1, on July 1,2004, the Municipalify implemented a new financial reporting
model required by GASB Statement No. 34, (GASB No. 34), Basic Financial Statements - And
Man.agentent's Discussion and analysis-for State and Local Governmenrs. In conjunction with the

adoption of GASB No. 34. the Municipality has also adopted the following pronouncements: (1)

GASB Statement No. 37-Basic Financial Statements-and Management's Discussion and Analysis-

for State and Local Governments: Omnibus, (2) GASB Statement No.38-Certain Financial
Statement Note Disclosures, and (3) GASB Interpretation No. 6-Recognition and Measurement o.f
Certain Lia.bilities and. Expenditures in Governntental Fund Financial Statements.

The Management's Discussion and Analysis and budgetary comparison information on pages 1

through 7 and page I -5, are not a required par-t of the basic financial statements but is supplementary
inlonnatiou requiretl by 1hc Governrnerltzrl Accounting Standards Boald. I have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, I did not
audit the information and express no opinion on it.

Arecibo, Puerto Rico
December 1,2008

The stamp number

l was affixed to the
original of this report.

Pletlsr
PA ruAN . FELICIANO CHARNECO

t263
ber 1,2010
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
STATEMENT OF NET ASSETS

JUNE 30, 2OO8

ASSETS

Cash and investments

Cash with fiscal agent

Accounts receivable

Other accounts receivable

Accounts receivable government

Accounts receivable federal government

Lands held for sale

Capital Assets

Total assets

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable and accrued liabilities

Due to government entitY

Deferred revenue

Non-current liabilities:
Due within one year

Due in more than one Year

Total liabilities

NET ASSETS

Invested in capital assets, net ofrelated debt

Restricted for:
Reserve for debt service

Special revenue fund

Capital project fund

Unrestricted (deficit)
Total Net Assets

Total Liabilities and Net Assets

See notes to financial statements.

Governmental
Activities

15,592,049

15,320,124

1,473,867

290,609

732,619

866,990

6,933,067

57,621,011

$ 98,820,336

$ 6,795,086

540,117

11,011,833

2,745,045

49,573,251

70,665,332

30,856,680

4,764,549

172,317

17,784,013
(25,422,555)

28,155,004

$ 98,820,336

-10-

Juan A. Feliciano Charneco * Certified Public Accountant



$

in
ro

6
t\

c.tc\*
No\H
OO t- \O
+clcloo co \o
O\ci-
lr)O\C-

c\v

o\
oo
ra)
tr-rrl
c.I-+

OOOOOcrtC.I+\O
O\O(\il 6qroO*oOoOoOoO+cof-
+caOOd$O\
+ \f, (.l ct'\ \O c.l oo
oOtr}+.af-cOC{
o\ \o c.t \o d ta)

oo
\o

o\ra
\o
co

.qc!oo\o\o\o\oi
O\OO\cqcAOONO\
O\OC'l$rnH+H
$COO\*ic.t*cOoO(n*O\OoO\OCil
o\ov^)rncioo.o
cq c.l N - ca cil

q
u0

6EEE
bEOi65: A 93aE<E'igTE E.€yaa74
.6)qgo-z9.io

o

*l
rnlltlrAll(n .+
f--
* ta)
9Voo-v sv

oac
G'PLi=
O E€
bo6l!

FU
q)

3ocl:
tE .9
\JE i
€lldL

du

(!

o()
o

o
-o
oi€
(l)

L
0)

,Q

rOo()

C6

()

Cd

o
o
frr

(!

o

Hg 3ei EE8 3

HNA E?a .J bIdE: E
frl Ft iiiuo6o<H
* rr rrl

5oq
tr8fi
rE3
>44qHE
AHfrF
ET
E8

:g

lgl - H E

EE =l EZ H #.H.8
Et - EE' tg 

=l 
EEE E gE:.:

- c/,l*c 'E'E HH el :Ei - #EEE
E 

=I 
E n.EgEr" EI aEceg-E a:f,EE E

e elr*s €EE;fl ElsiIgEEa* E€Ei !E EIsEB E€f;. HIFEsRE;€s 6EI2 .g

€ ElE***=gEE crEEH*3Hue EdE#5fr58 ESggEgE sEf E s

\orr
o\$
o\\o

s4

trttllll

+\o
!f,
6
@

cot

e4

€g
8.9ho>
d()E(n
Q

I o(\oo\o----lI =l o o\ c.r c.r cq c.I o\ Iqtl c\o^c{qv}qn^11gl r- c.) O\ + - OO # c.ll
=l 

rr rr) - O \O oo \O c.llol+Otr)lr)c.l-oocil
5 \oc.lN-co* Nl.l :- 

|



al
fil a!-t E
FlI tral .a?I Et-l :EII '1zlE
Fl btsl €BZI E:trl ko6l EE E
-l :E Eit.=^iEI EE g

Elg€s?l E; €
L;l -- o.tl E.5 Erol d.5 EEI HE Ect dJa o
-l 6; '()ol EE S"Fl iiE '8
Frl sd oEI ET EEil -t EEl 8.s uol E, I
t{l 3€ .gul gx .eZl =E 6<l ! 85 t
Sl E .Eq 0 E

EI -EEE E E

31 2E IE EIEIo-Fil A.E .€* e

tl 3= E-pn ;

El EEE$gE" Ea
PI sTBE;EAEEX
HI Y=E;3; gE E UFl r'TEEEEEe* 5i
5l z?a€=iEs!;7l;EA3E t:E
El ffa;"* 8

-l z -
Ol tr. Z
zl -) J
Ul Ftrrrl OOII H F

o\
c.l
oo

m
(\l

o-ol-
-€Olar n ol.r
N6Nl6
o- lH6o 16
No lN

*' l:

o\
ooNO
e{h a..t€\o
a.l ts-e{n

94

qq

11

F|

----l^l66Ho16l
ooi€lsl
hooHlrl
O\ i S -lhlrNnolhl

: 
- 

'l-l
6a, 'l^l€r 16l
o Gl l\ol
oN lrl
6 \o l=tlh6 lhl:ll

6 < r \o o\ o\ o "-l*ll+N66oHaEldll
O - € 6 \O \O O\ OIF-ll

^iddiddr.i6cfl a1l
O\c{F-HoOm\OOlOllh6*NNr€al=ll:"' "lll
P ' '= ' '* 'l:ll
rI -i F: I v]ll

= 
€ 

= lEll3 6 l3l

Eal."ll
s ' 'lsll:lll

11

qil|

t1

EIZl 8oE il uE B ;
fi * sl ;e n 3c Eaia;E"E E

: #xE : ;I HE.EE OE

, ggeEEgET : 

=l 

*gggg= EIEEggEE

O\OOf-
*h\Oih+O\6
+hhc.t\o F- n t'-
t-
+

r<.
\o
$
r\

o\r*
+\o
ts.

6
+

n\o.+ O\

t1

t1

F-. m
H€

Oi
rlo

c{oO\+\om
a.l O\O\€

@

\o F-o r-.
O\ r-

a4

sq

\o
\o
o\

e

E , , o ' '- ,l^ll
r 6 a loll;o o h lerll
.-l ci od I Nll€ 16ll

4 
m[il

:3*|fl
il|fl

N r r-o\o\ '*l-llr (omo- \ol\Oll
\ €" v) \o^ \o- o"l tll
o 6NoN ml€\ll

: 
33K R 

1ll

ffi

E

E

E

E

E

E

oo
EA
oz
EE
fEI ,)p<
A({
{E
EEg
381
HEE4 rz
MFD
r"Hb
l.r lrl

rd
ErE
'i C)

fr,2
sdZA
E



tq

l1l

l3l

ll

lli
lfl,E

tlE

&"YQ

-l +@ol +-dll o- cl"

ol 96

"l 'fd
^thl rr
61 6h
€l 6@
6l -r+l ho

10i
t^

rl h-
Nl ohdl -rol or.jl .-i vi

I

,l - oI 6aI €+

l-=
^l 

Fm
Nl hr
al @N
6l dr
61 9n
al
+l Not-

I t^
h-lrlclr€+oll
66lNl9ifh
6-l6ld o*€

-6lNl- 
+H-

66ll+l+ 6oo
^t6l-16 -f O
N orlHl- r oll'l-ttlt

olo

C sG',s ri6Ho
o r<6 96o
N

€oN@rhh€€+r@qol+clo*6€9€H+
6atN@+6nHr6or+iho€6N+r*OlH6
9-NirO+

N'r'o**66
ONh+96
iN

6oh6.,=--l-l
6ooati6+6191
€^ €^ ol- €^ g,6^ e^ o"l5-l
+66OH*6rlHl
++*69N66lol6h+6r66lhlNl
ot d ci 6 -_r vf dlsl
ql*l
,,o+-,o-lol

rd- ohlrl
@hO Orl-l
@o< O-lhl
+r€ -OlAlo6s€€lol

@ 
cr oi '*l*l

st ' 's lel
6*lNI

^"i t.: l--rl€nlNl3 lr-lqll
,-l-l
*l*l
el9l
+l+lq*ll

,-l-l
6l6l+l*l
dldl6l6le-le^l

q :l-l

6 o h 6 - - - ,l-l
-o6616d+ lol
o^ 6^ o^ 6I c} o\ €- lh^l
-600tsa6 16l6+Oat69r l€l
*^h^+ \ 1<i l€-lNo-6lall*-l-l

ffi

E

E
E
E

ffi

E

a
nz
D
frr
Fl

hz
trl
Ez
u
ll

oI
(n

EIoooz@
ES8
a(N

ETE
HEra-"d3
dE:
HHT
3EE
P E.i
f;eF
ll<d
ourX

HBH
Hi8geH
e6;r?tu6
EHT

,ti
Hp
z
frl

E]il
k
o
F.2
H
E
EIl.
ti

a

+
v')
.+

6

N
N

| +ol

ro
r6

I
6

r

rr
I

N

rh*
h

+

€rrrcl'€o-rrs€€69

ol or@
NI €N

-^l €^h^
dl io
61 6lo'l

rr€
d

6od€$6 , e ,l-la G' aD$5rFi S- $- li"lx" i,,3"
6oid+hri a tot- s o
i^ 

^: 
+^ - o" ^" - l-^19 o^

:=N--- ISIltttII

g

E
d!

e eiuE .- E z\i

erEg!ggEEgs lI 
5 ; Eg;gssEli $EgIrsgrfi$3$E ;



MUNICIPALITY OF BARCELONEIA
RECONCILIATION OF THE STATEMETiIT OF RE\IENUES,

EXPENDTTURES, AND Cr{ANGES IN FUND BALANCES OF

GOVERNMENTAL FI'NDS TO THE STATEMENT OF ACTTVITIES
YEAR ENDED JUNE 30, 2OO8

Amounts reported for governmental activities in the statement of activities

are different because:

Net change in fund balance - total governmental funds $ 31564,044

- Governmental funds report capital outlays as expenditures. However,

, in the statement of activities the cost of those assets is allocated

u over their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets 7,114,657
{ Less: current year depreciation (1,420,066)

5,694,591

The issuance of long-term debt (e.g., bonds,leases) provides current

- financial resources to governmental funds, while the repayment of the

: principal of long-term debt consumes the current financial resources

of governmental funds. Neither transaction, however, has any effect

- on net assets.

Net bond proceeds of bond issue

Principal payments

Bond expenditures
Transfer to debt service

Some expenses reported in the statement of activities do not

' require the use ofcurrent financial resources and, therefore,

are not reported as expenditures in governmental funds.

Change in net assets of governmental activities

a

I

I

See notes to financial statements.

(7,731,474)
2,231,395

2,031,852
(t94,316)

(3,662,543)

388,731

$ 5,984.823

-14-
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MUNICIPALITY OF BARCELOI{ETA, PUERTO RrCO
STATEMENT OF REVENUES, EXPENDITURES AND

BUDGET AND ACTUAL (BUDGET BASIS) GENERAL FUND AND DEBT SERVICE
FOR THE FISCAL YEAR ENDED JUNE 3(), 2OO8

Budget Amounts
Final

Variance
Favorable
nafavorable

REVENUES:
Property taxes

Municipal license tax

Intergovemmental revenues

Licenses, permits and fines

Rent ofproperties
Interest income

Other revenues

Other financial sources

Property tax (debt service)

Total revenues

EXPENDITURES:
Current:

General Govemment
Public safety
Public Work
Health
Culture and Recreation

Capital project

Other
Transfer out to debt service
Principal and interest

Total expenditures

$ 401,613
14,621,532

3,720,925
281,700
60,000

532,317

300,000
7,082,013
2,364,626

$ 401,613
1s,093,s94
3,720,228

398,040
91,797

1,127,680

3,449,407
7,269,140
2,364,626

$ 401,613
t5,094,057
3,720,229

400,395
97,397

1,166,947

3,479,647
7,269,r40

463
I

2,355
5,600

39,267
30,240

2,521,249 156,623

10,439,987

2,676,626
7,890,79',1

r,148,888
3,757,128

100,000

891,946
94,628

14,336,884
2,433,227
9,323,947
1,148,888
3,178,958

198,443
861,s24

69,628

Excess of revenues over (under) expenditures

Explanation of differences :

Sources/infl ows of resources :

Actual amounts (budgetary basis) "available for appropriation" from the

budgetary comparison schedule

Differences - budget to GAAP:
Transfers from other funds are inflows ofbudgetary resources but are not

revenues for financial reporting purposes.

Revenues included in the statement of revenues and not in the

budgeted amounts

Total revenues as reported on the statement of revenue, expenditure, and

changes in fund balances

[Jses/outfl ow of resources

Actual amounts (budgetary basis) "total charges to appropriations" from the

budgetary comparison schedule

Differences - budget to GAAP:
Non budgeted expenditures

Expenditures budgeted this year from prior year

Transfer from general fund for budgetary purpose only

Total expenditures as reported on the statement ofrevenue, expenditures

and change in fund balances

See notes to budgetary comparison schedule.

$ 29,364,626 $ 33,916,125 $ 36,939,749 $ (3,023,624)

_$_l2l!9grl _[_l2lg9,9zo-

$ 34,1s0,674

(2,710,917)

1,449,744

_$___14qq9,59l

$ 36,939,749

169,882

(303,296)
(3,005,892)

-15-

Juan A. Feliciano Chameco * Certified Public Accountant

$ 29,364,626 $ 33,916,125 S 34,1s0,674 8 234,s49

14,961,417
2,432,980

11,292,440
l, I 48,888
3,253,625

198,443
861,426
425,904

2,364,626 2,364,626 2,364,626

(624,533)
247

(1,968,493)

(74,667)

9;
(356,276)

_$.___&!9ql11_



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2OO8

GENERAL ORGANIZATION

The Municipality of Barceloneta (The Municipality) was founded in 1881. 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 assemblymen also elected in the general elections of
Puerto Rico for a four-year period.

The Municipality provides services such as: health, public safety, sanitation, recreation and
sports, education, housing, transportation, welfare, construction and/or improvements of
highways and streets, and other general and administrative services.

The financial statements of the Municipality have been prepared in conformity with generally
accepted accounting principles (GAAP) as applicable to governmental ' entities. The
Governmental Accounting Standards Board (GASB) is the primary standard-setting body for
establishing govemmental accounting and financial reporting principles. The GASB periodically
updates its existing Governmental Accounting and Financial Reporting Standards, which along
with subsequent GASB Pronouncement (Statements and Interpretations,) constitute GAAP for
govemmental units. A summary of the Municipality's significant accounting policies
consistently applied in the preparation of the accompanying basic financial statements follows:

r. SUMMARY OF SIGNIFICANT ACCOTJNTING POLICIES

a. Reportine Entify

The Municipality's financial statements include the operations of all departments and separate

legal entities for which the Municipalify is financially accountable or for which exclusion
would leave the financial statements misleading or incomplete.

In June 1999,the GASB issued Statement No. 34 Basic Financial Statements and Management

Discussion and Analysis for State and Local Governmenfs. This Statement establishes new
financial reporting requirements for state and local governments. It requires new information
and restructures much of the information that governments have reported in the past.

Comparability with reports issued in prior years is affected. In June 2001, the GASB issued

Statement No. 37 Basic Financial Statements and Management Discussion and Analysis for
State and Local Governments Omnibus, which in part addressed the Management Discussion
and Analysis (MD&A) requirements, Program Revenue Classifications and Major Fund
criteria requirements in the reporting model in Statement No. 34.

The Municipaliry implemented this Standard for the fiscal year ended June 30, 2003.

-t6-
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MUNICIPALITY OF' BARCELONETA, PUERTO RrCO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OO8

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

b. Financial Reportins EntitY

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

entities that (1) are under the legal and administrative control of the Mayor, and (2) whose

funds are under the legal custody and control of the Municipality's Director of Finance, as

prescribed by Law No. 8l of August 30, 1991, as amended, known as the Autonomous

Municipalities Act of the Commonwealth of Puerto Rico. The Municipality's management

has considered all potential component units for which it may the financially accountable and

other legally separate organizations for which the nature and significance of their relationship

with the Municipality may be such that exclusion of their financial statements from those of
the Municipality would cause the Municipality's basic financial statements to be misleading

or incomplete according to GASB Statement No. 14, - The Financial Reporting Entity (GASB

No. 14.)

The Municipality's management has concluded that, based on the aforementioned criteria,

there are no legally separate entities or orgarizations that should be reported as component

units of the Municipality as of June 30, 2008 nor for the year then ended.

c. Basic Financial Statements-GASB Statement No.34

The basic financial statements include both government-wide and fund financial statements.

While the previous model emphasized fund types (the total of all funds of a particular type), in
the new reporting model the focus in on major individual funds (within the fund financial

statements). Both the government-wide and fimd financial statements categoize activities as

governmental activities. In the government-wide Statement of Net Assets the governmental

activities (a) are presented on a consolidated basis in one column, and (b) are reflected, on a

full accrual, economic resource basis, which incorporates long-term assets and receivables as

well as long-term debt and obligations.

The Government-wide Statement of Activities reflects both the gross and net cost per

functional category. The Statement of Activities reduces gross expenses (including

depreciation) by related operating grants and contributions. The operating grants include

operating-specifi c grants.

This government-wide focus is more on the substantiality of the Municipality the change in
aggregate economic position resulting from the activities of the fiscal period.

-17-
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MUNICIPALITY OF' BARCELONETA, PUERTO RICO
NorEs ro r.r NANC r:rr#*EM ENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

The fund financial statements are, in substance, very similar to the financial statements
presented in the previous model. Emphasis here is on the major funds in the governmental
category. Non-major funds are aggregated into a single column.

The governmental funds financial statements are presented on a current financial resource

measurement focus and modified accrual basis of accounting. This is the manner in which
these funds are nornally budgeted. This presentation is deemed most appropriate to (a)

demonstrate legal and covenant compliance, (b) demonstrate the source and use of liquid
resources, and (c) demonstrate how the Municipality actual experience conforms to the
budget or fiscal plan. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than the government-wide statement, a

reconciliation is presented on the fund statement, which briefly explains the adjustments
necessary to transform the fund statements into the governmental wide statements.

d. Basis of Presentation

The new model as defined in Statement No. 34 establishes criteria (percentage of the assets,

liabilities, revenues or expenditures/expenses of either fund category or the governmental and

enterprise combined) for the determination or major funds. The Municipality reports the
following major funds on Fund Financial Statements:

Major Funds

General Fund - Always a major fund. The general fund is the main operating fund of the
Municipality. It is used to account for all financial resources except those required to be

accounted for in another firnd.

HUD Programs Fund - This fund accounts for revenues sources for the development of
viable urban communities, decent housing suitable living environment, rental assistance to
help very low-income families afford decent, safe and sanitary housing by encouraging
property owners to rehabilitate substandard housing and lease the units with rental subsidies

to low income families.

Debt Service Fund - Debt service fund is used to account for the accumulation of resources

for, and the payment of, general long-term debt principal and interest.

-1 8-
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OO8

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Head Start - Program Funds - The special revenue fund of Head Start is a major fund used

by the Municipality to account for revenues derived from the grant that is legally restricted

by outside parties for use on specific purpose. The uses and limitations of this revenue fund

are specified by municipal ordinances of federal and state statutes.

However, resources restricted to expenditure for purposes normally financed from the

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

legal requirements are appropriately satisfied. In this case, a special revenue fund to account

for such kind of transactions will be used only if legally mandated.

Other Funds (not major fundsl - Special revenue funds are used to account for the proceeds

ofspecific revenues sources that are legally restricted to expenditures for specified purposes.

Capital projects firnd is used to account for the financial resources for the acquisition of
personal property and/or construction of major improvements, which are not financed by

other funds.

Basis of Accounting

The accounts of the Municipality are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The Municipality has created various types of
funds. Each fund is accounted for by a separate set of self-balancing accounts, which include

its assets, Iiabilities, fund balances, and revenues and expenditures/expenses, as applicable.

The individual funds accounts for the govemmental resources allocated to the Municipality
for the purpose of carrying on specific activities in accordance with laws, regulations, or

other restrictions.

Measurement Focus, Basis of Accounting and Financial Statement presentation

Government-wide Financial Statements - The government wide financial statements are

reported using the accrual basis of accounting. Revenues are recorded when earned and

expenses are recorded at the time liabilities are incurred, regardless of when the related cash

flows take place. Non-exchange transactions, in which the Municipalify gives (or receives)

value without directly receiving (or giving) equal value in exchange, include grants.

Revenue from grants is recognized in the.fiscal year in which all eligibility requirements

have been satisfied.

I
I

I

I

i
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2OO8

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

e. Basis of Accountins (Continuation)

Governmental Funds Financial Statement - Governmental funds are reported using the
current financial resources measurement focus and the modified accrual baiis of u."o,*tirg.
Under this method, revenues are recognized when measurable and available. Available means
collectible within the current period or 90 days after the end of the period to use them to pay
liabilities of the current period. Miscellaneous revenues are recorded when collecied.
Revenues collected in advance of the fiscal year to which they apply are recorded as deferred
revenues and recognized as revenues in the year to which they apply. Expenditures are
generally recognized when the related fund liability is incurred. Generaf capital asset
acquisitions are reported as expenditures in governmental funds.

Governmental Fund Types / Governmental Activities - Governmental funds are those through
which most govemmental functions of the Municipality are 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.

Licenses and permits, charges for services, fines and forfeits and miscellaneous revenues
(except investment eamings) are recorded as revenues when received. Investment earnings
(interest) are recorded as earned since they are measurable an available.

f. Encumbrances

Governmental funds employ encumbrances accounting. Under the encumbrance system, all
purchase orders; contracts and other commitments for the expenditure of funds are recorded
in order to reserve that portion of the applicable appropriation. Under generally accepted
accounting principles, encumbrances outstanding at year-end are reported as reservations of
fund balance and they constitute neither expenditures, nor liabilities. Encumbrances constitute
the equivalent of expenditures for budgetary purposes only, and accordingly, are reported
with expenditures in all budgetary basis statements.

't
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
N orEs r" 
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1. SUMMARY OF. SIGNIFICANT ACCOUNTING POLICIES (ContiNUAtiON)

g. BudeetarY Control

The Municipality follows these procedures, which are in accordance with the municipal law;

in establishing the annual budget as reflected in the basic financial statements.

(l) On or prior to May 15, the Mayor submits to the Municipal Assembly a proposed budget

for the fiscal year commencing the following July lst. The proposed budget includes

estimated expenditures and their financing sources'

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

Municipal AssemblY.
(3) Prior to fUy lst., the annual budget is legally enacted through passage of the annual

appropriation ordinance.
(a) Subsequent to the enactment of the arurual appropriation ordinance, the Municipal

Assembly has the authority to make necessary adjustments to the budget.

The budget is prepared following the modified accrual basis of accounting except for the

encumbrances, as described below:

The actual results of operations, presented in the Statement of Revenues, Expenditures and

changes in Fund Balances-Budget and Actual-General Fund, are reflected in conformity with

the budgetary accounting of the Municipality for a better comparison with the budget

information.

Amendments to the budget, and budgetary transfers related to personal expenditures, require

the approval of the Municipal Assembly. Non-capital encumbrances lapse at the end of the

next dscal year. During the fiscal year, the Municipal readjusted its original budget of the

General Fund Balance by $4,551,499 from current year resources increase.

Since the budgetary basis differs from generally accepted accounting principles (GAAP),

actual amounts for ihe general fund and debt service fund in the accompanying Statement of
Revenues and Expenditures-Budget and Actual are presented on the budgetary basis to

enhance comparability. The principal differences ure as follows:

(l) Encumbrances are recorded as expenditures under the budgetary basis and as

reservations of fund balance under the GAAP basis.

(2) The property tax advances are presented as revenue in the budgetary basis and as other

financing sources in the GAAP basis.

(3) The Municipality receives certain revenues as contributions from governmental entities,

legislative and private parties, which are not included therein nor are the related

expenditures.
(4) Certain debt issuance to acquire personal property is reflected in the general fund and is

restricted for that Purpose.

The Municipalrty has not legally adopted a budget for the Head Start special revenue and capital

projects funds. Accordingtyl it iras not presented an annual comparison of budget and actual for

these major funds. 
_Zl_
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MUNICIPALITYoFBARCELoNETA,PUERToRIco
NorEs'" j[Lt1cJ:lf#*EMENrs

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

g. Budsetarv Control (Continuation)

Legal Compliance

Article 7.003, Law No. g1 of August 31, lggl, amended require that Mayor provide to

Municipal Legislature an annual U?i*t"O budge indicating: 1) interest, anortization and

retirement public debt, 2) statutory obligations, 3) judicial claims payments, 4) any amount to

cover prior years deficit, 5) contract cJmmitmenti and operational expenditures' For annual

interest *a pri.r"ipal deft arr,ortizat;ion, CRIM provides annual estimated resources that will

be obtain of additional special property tax (municipal) collections.. The Municipality's

management shows budgetary financiai statements in general and-debt service funds in

compliance with state law-and-which are based in annual activity. The legal level of budgetary

control is at the individual department level for general fund (Mayor and Legislature funds)

expenditures, and annual principal and interest due for debt service fund'

h. Deposits

Substantially all cash balances are commingled in a general checking account and several

special purpose bank accounts, except for ca-sh and investments restricted by law' Each fund

records its equity interest in the piored cash barance. The available cash balance in the

general checking account beyond immediate needs is invested in interest-bearing deposits'

Generally, cash is deposited in interest-bearing bank accounts' Investment eamings are

credited to the resPective firnd'

Investments consist of short-term certificates and are stated at cost, which approximates fair

value.

i. Inventories

The general fund purchases office and printing supplies, gasoline, oil' medicines and other

items. The cost of purchases is record.a ur 
"*f.nditures 

and the inventory is not recorded in

the basis financial siatements since amount is insignificant'

j. Capital Assets

Fund Financial Statements

The capital assets acquired are recorded as expenditures at cost in the governmental funds'

Gov ernment Wide Financial Stat ements

Purchased capital assets are recorded at cost. Donated capital assets are recorded at their

estimated fair value as of the ti*. irr.v are received by the Municipality and are capitalizedin

the statement of net Assets. Major renewals and betterment are capitalized: replacement,

maintenanc. *Jr"puirs, which do not improve or extend the rife of the respective assets, are

charged to oPerations.

Depreciation is provided over the estimated useful life of the respective assets on straightJine

basis.

-22-



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NorEs ro r.rNANcorlr"#*EM ENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

k. Vacation and Sick Leave and Other Compensated Absences

Municipal employees are granted 30 days of vacation and 18 days of sick leave annually.
Vacation 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 or
part of the sick leave terminates all rights for compensation, except for employees with ten
years or more of service who are entitled to sick leave pay to the maximum allowed. The
Municipality is required to pay excess sick leave over 90 days on or before March 31 of the
accumulated excess at December 3l of prior year. Employees' maximum allowed
accumulated vacation, with the employer's share of payroll taxes, are accounted for in the
Statement of Net Assets.

l. fnsurance

The Municipality has insurance coverage for its public facilities and equipment, primarily to
provide protection in case of disaster and other losses. Also, principal offrcials 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 designated agency to obtain the
necessary insurance coverage for the Municipality.

m. Restricted Assets

Inv e s tme nts and C ertifi c ate s

Certain proceeds of as well as certain resources set aside for their repayment are classified as

restricted assets on the balance sheet because their use is limited by applicable bond
covenants. The "revenue bond" maintenance account is used to report those rental proceeds
that are restricted for use in maintenance of the properties. The "revenue bond fund account"
is used to segregate resources accumulated for debt service payments over the next twelve
months. The "Debt Service Account" is used to report resources set aside to make up potential
future deficiencies in the "revenue bond fund account".

Cashwith-fiscal agent

The cash with fiscal agent pertaining to the debt service represents property tax collections
retained by the Government Development Bank for Puerto Rico and another financial
institution restricted for the payment of Municipality's debt service (See Note 2) and unused
proceeds from bonds and notes issued principally for the acquisition or construction of
permanent improvements are accounted in the capital project fund.

-23-



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OO8

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

n. Reservations of f,'und Balance

Reservations of fund balance represent portions of fund balances that are legally segregated

for a specific future use or are not appropriated for expenditure. The Municipality has the

following reservations of fund balance:

other commitments. These committed amounts generally will become liabilities in
future periods as the goods or services are received.

payments.

tund.

grant programs accounted for in the special revenue funds, and resources available in
the general fund for the payment of certain accounts payable and commitments
approved by GDB.

o. Claims and Judsment

The estimated amount of the liability for claims and judgments, which is due on demand,

such as from adjudicated or settled claims, is recorded in the general fund and in the

Statement of Net Assets.

p. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect 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 those estimates.

-24-
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MUNICTPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OO8

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Totals Column Memorandum OnM Governmental Funds Statement

The total data under this column is presented only to facilitate financial analysis. Data in this
columns do not present financial position or results of operations in conformity with generally
accepted accounting principles. Such data is not comparable to a consolidation, since Interfund
eliminations have been made.

PROPERTY TAXES

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

The property tax is levied each year on the assessed value of the property at the beginning of the
calendar year. Assessed values of real property are 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.

Real property taxes are billed by the CzuM and are due in two equal installments in July and
January following the assessment date. Personal property taxes are self-assessed and are due in
May 15, when the property tax return is required to be filed.

The tax rate per annum is 8.08% for real property and 6.08% for personal property of which
3.83% and 1.83%, respectively, belongs to the Commonwealth of Puerto Rico and 4.25o/o of both
percents belong to the Municipality. From the portion belonging to the Municipality, 30

represents the Municipality's basic rate, which is appropriated for general purposes and,
therefore, accounted for through the general fund. The remaining portion belonging to the
Municipality of 1.25% represents the "ad-valorem" tax withheld by the CRIM as fiscal agent,
and restricted for debt service, which is accounted for through the debt service fi:nd (See note 2).
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.

Complete real property tax exemption is granted by the Commonwealth of Puerto Rico 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. Veterans have additional exemption from
taxes of $5,000 of the assessed value of real property. The Department of Treasury instead of the
property taxpayer became the source of payment in these cases.

Complete exemption from personal taxes up to an assessment of $50,000 is granted to retailers
with an annual volume of net sales under $150,000.

_25_
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MUNTCIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2OO8

The 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 advanced to
the Municipality during such fiscal year. It is the practice to amortize these advances through
the subsequent collection by the CRIM of the basic tax from the taxpayers.

The basic property tax advances from the CRIM are recorded in the general fund as other
financing sources. As this tax is collected and reported by the CRIM, it is recorded in the general

fund as revenue. The property tax received from the Department of Treasury, which is related to
the exoneration granted by the Commonwealth of Puerto Rico is reflected as revenue in the
general fund.

Since the collection of property taxes from the taxpayers is under the administration of the

CRIM, the Municipality recognized as an expenditure the operational expenses allocated by the

CzuM to the Municipality, which amounted to $ 350,871 during 2008.

The following is a swnmary of the property tax advances, that resulted in an accounts payable,

for the year ended June 30, 2008. The resulting payable is presented as a decrease in the general

fund and the Govemment Wide Financial Statements.

Account pqtable

mortization throush collections of propertv taxes bv the CRIM
07-01-07 - 06-30-08 9,305,558

9.495.225Advance received, 07-01-07 - 06-30-08
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3. DEPOSITS

Deposits include investments accounts amounting to $293,328. The Municipality's cash and

investments at June 30, 2008, were entirely covered by the Federal Depository Insurance

Corporation by collateral provided by the banks and held by the Department of the Treasury
pursuant to applicable laws and regulations. Cash with fiscal agent is maintained in interest-

bearing accounts in the Government Development Bank for Puerto Rico and is collaterizedby
the Commonwealth of Puerto Rico.

Puerto Rico laws authorize governmental entities to invest in direct obligations or obligations
guaranteed by the federal government or the Commonwealth of Puerto Rico. The Municipality
is also allowed to invest in bank acceptances, other bank obligations and certificates of deposit in
financial institutions authorized to do business under the federal and Commonwealth laws.

During the year, the Municipatity invested its funds in interest-bearing bank accounts, and

short-term certificates of deposit if due date is not more than 90 days, the certificate considered

as cash equivalents.

CONCENTRATION OF CREDIT RISK

The Municipality maintains its cash account in local commercial banks, whose accounts are

insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Deposits in
excess of $250,000 are collaterized by the bank securities to property safeguard such funds.

Nevertheless, Management believes that concentration of credit risk is limited because balances

are deposited with high standing financial institutions.

MUNICIPAL LICENSE TAXES

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 an annual return of business volume by April 15 of each year.

The tax rates are as follow:
lo/o for financial institutions
for all other organizations 0.5Yo

4.

5.
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5. MUNICIPAL LICENSE TAXES (continuation)

The deferred revenue of the general fi.rnd correspond to the business tax levied received from the

next fiscal year.

The minimum gross revenue to file the Volume of Business Tax Declaration is $5,000 and the

minimum tax payable is $25. The date to file the Volume of Business Tax Declaration is April
15. The Municipality grants a 5%o discount, if the taxes are paid on or before April 15.

Otherwise, 50% of taxes payable must be paid within the first 15 days of each semester

beginning with the first semester ending December 31.

The Municipality recognized an account receivable for the estimated municipal license taxes to

be collected during the first two months of next year, but corresponding to current year.

Municipal license taxes collected prior to June 30, 2008 but pertaining to the next fiscal year are

recorded as deferred revenues.

6. INTERFT]ND TRANSACTIONS

Due From/To Other Funds (Fund Financial Statement)

Interfund.receivables and payables generally reflect temporary loans, billings for services

provided and recovery ofexpenditures. The balances ofinternal transactions ofJune 30, 2008 are

as follows:

The inter-frurd receivables and payables on Fund Financial Statement are eliminated on

Statement of Net Assets (Government Wide Financial Statements).

Due ToFunds Due From
1.t92.53r

189.340Head Start Prosrams
53,777Hud Prosrams

967,279Other Funds
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JUNE 30, 2OO8

7. INTERGOYERNMENTAL REVENUES

Sources of intergovernmental revenue consist primarily of governmental payments from the
Commonwealth of Puerto Rico and in lieu of tax" payments from certain "quasipublic"
corporations, such as the Puerto Rico Electric Power Authority.

Grants and subsidies received from the Commonwealth of Puerto Rico include, among others, a
general subsidy for capital improvements. Almost all these intergovernmental revenues are
accounted for in the general fund.

8. DUE TO GOVERNMENTAL ENTITIES

As of June 30, 2008 balances due to governmental entities of the general fund consists of the
following:

Puerto Rico Retirement System
General Administration Services 131,235
Puerto Rico Department of Work
Puerto Rico Telephone Compan
Puerto Rico Water Au
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9. CAPITAL ASSETS

capital assets activity for the year ended June 30r 2008 was as follows:

Balance
613012007 Additions

Retirements

and transfers
disoositions

Balance
613012008

Governmental activities:
Capital assets, not being depreciated:

Land
Construction in Progress

Total capital assets not being depreciated

Capital asets, being dePreciated

Buildings and building improvements

lnfraestructure
Vehicles
Equipment

Total cipital assets being depreciated

Less accumulated depreciation for:
Buildings and building improvements

lnfraestructure
Equipment
Vehicles

5,727,707 $ 1,040,600 $ 4,773,650 $ 1,994,657

39,052,321
74,956,520
5,914,805

3,573,327
1,759,429

368,213
483,558 130

684,634
96,607

344,464

5,828,747

@
10,840,649
9,189,796
2,378,741

42,625,648
16,715,949
6,283,018

i

t

i

I
I

t

Depreciation expense was charged to function programs of the Municipality as follows:

Total accumulated dePreciation
iated, net

10,156,015
9,093,189
2,034,277
4,175,461

25,458,942
39.810,023

98,1 s6
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OO8

9. CAPITAL ASSETS (continued)

Government Wide Financial Statements

Capital assets purchased are carried at historical costs. Contributed assets are recorded at fair
value as of the date donated. Additions, Improvements and other capital outlays that
significantly extend the useful life of an asset are capitalized. Other costs incurred for repairs
and maintenzulce are expensed as incurred. Depreciation on capital assets is calculated using the
straight-line method over the following estimated useful lives:

Vehicles, Heavy Equipment
Furniture and Fixture

5-25
5-10

$300
$300
$300
$1
$t
$l

Computer and Electronic Equipment 5

Buildings
Infrastructure
Improvements
In addition, the Municipality assigned a l0o/o residual value on most Capital Assets.

Fund Financial Statements

The Municipalify charged costs of capital outlays as expenditures categories in the
Governmental Fund Financial Statements.

10. CHANGES IN GENERAL LONG.TERM DEBT

General in General Long - Term Debt

The principal long-term obligation of the Municipality are obligation bonds issued to finance
permanent improvements and purchases of equipment. The Municipality's long-term debt
retirements are appropriated and paid from resources accumulated in the debt service fund.

The following is a summary of Bonds outstanding at June 30, 2008.

50
60

20-40

Additions
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
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I

11. CHANGES IN GENERAL LONG-TERM DEBT (continued)

General Obligation Bonds:

I

I

l

I

Description
Original
Amount

Interest
Rate

Balance
06-30-08

Due Date
Due within
One Year

Bonds Series 1984 263.000 5.0% $ 20,850 UU2009 $ 18,000

Bonds Series 1992 229,000 5.75% 1 I 1,000 UU20t6 11,000

Bonds Series 1992 257,000 5.75% 125,000 Ut/2016 13.000

Bonds Series 1992 600"000 6.63% 289.000 UU2016 29,000

Bonds Series 1993 277,000 s.75% 140,000 UU20l6 14,000

Bonds Series 1998 1,3 80,000 5.0% l,l 10,000 7lt/2022 40,000

Bonds Series 1999 1,710,000 5.0% 915.000 7lu20t3 125.000

Bonds Series 1996 400.000 5.0% 240,000 UU20t6 20,000

Bonds Series 1998 105,000 4.50% 76,000 UU2023 4,000

SUB-TOTAL 5,221,000 $ 3,026,850 $ 274,000

Description
Original
Amount

Interest
Rate

Balance
06-30-08

Due Date
Due within
Ohe Year

Bond Series 1994 $ 3,250,000 9.0% $ 1,308,012 7 fi/20t3 $ 255,000

Bond Series 1994 4l I,000 5.0% 230,000 UU20l8 18,000

SUB-TOTAL 3,661,000 $ 1.538.012 $ 273,000

Description
Original
Amount

lnterest
Rate

Balance
06-30-08

Due Date
Due within
One Year

Bond Series 1988 $ 620,000 8.lYo $ 7,750 7 /U2007 $ 7,750

Bond Series 1989 530.000 8.0% 13,974 t0/t/2009 13,974

SUB-TOTAL 1,150,000 $ 21,724 $ 21,724
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Description Original
Amount

lnterest
Rate

Balance
06-30-08

Due Date
Due within
One Year

Bond Series 2008 315,000 3.93%-7 .5% 315,000 7/U20t4 35,000

Bond Series 2008 1,840,000 3.93%-7 .5% 1,840,000 7lt/2022 70,000

Bond Series 2008 1,205,000 3.93%-1.5% 1,205,000 7 /1/2032 20,000

Bond Series 2008 860,000 3.93%-7 .5% 860,000 7/112032 15,000

Bond Series 2008 3,555,000 7%-7.s% 3,555,000 7lt/2032
SUB-TOTAL 7,7751000 $ 7,775,000 $ 140,000

evenue Ob Bonds:

Description
Original
Amount

Interest
Rate

Balance
06-30-08

Due Date
Due within
One Year

Bond Series 1997 $ 5"875.000 5.320% s 4.530.000 7/112021 $ 185,000

Bond Series 1995 660.000 6.70-7.70% 335,000 71112013 45,000

Bond Series 1993 833,000 5.3% 422,000 Ut/2016 42,000

Bond Series 2005 5,020,000 4.5% 4,495,000 71U2028 I15,000

Bond Series 2005 5,500,000 t.3% 4,875,000 8/r/2013 225.000

Bond Series 2003 3,250,000 s.00-6.s0% 1.080.000 7/U2009 520.000

Bond Series 2006 10,940,000 5.5% 10,505,000 71U2030 240,000

Bond Series 2006 3,695,000 4.t7-5.31% 3,550,000 7/U2030 80,000

Bond Series 2007 260.000 7.2s% 230,000 71112013 30,000

Bond Series 2007 120.000 7.25Yo I 10,000 711/2016 10,000

Bond Series 2007 2,010,000 7.25% r.980.000 7/t/2031 35.000

Bond Series 2007 5,630,000 7.25% 5,540.000 7/t/2031 95.000
SUB-TOTAL 43,793,000 $ 37.652.000 $ 1,622,000

!
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MUNTCIPALITY OF BARCELONETA, PUERTO RICO
NorEs ro FrNANcrllrHrEMENrs

The snnual maturity requirements for the bonded debt outstanding as June 30, 2008 are as

follows:

The Municipality is required to limit the amount of general obligation debt to 10% of the total
assessment of property located within the Municipality, for bonds to be repaid with the
proceeds of property tax restricted for debt services. Other obligations include compensated

absences, LIMS refinance debt, claims and judgments.

DEBT SERVICE FTJND

The revenues of the debt service fund arise from the additional property tax and are recognized
when collected and reported by the CRIM (See Note 2). The CRIM retains these collections for
the payment of principal and interest of bonds and notes issued by the Municipality used.

Interest income is used for the payment of interest or special obligations notes and property
taxes are for the debt service requirements of the general obligations bonds and notes.

The Government Development Bank pays principal and interest on these obligations for Puerto

Rico from funds obtained from the Following:

Expenditures for the year 2007-2008 were as follows:

Principal $ 2,231,395
lnterest 2,323,191

.T

12.

T

.T

Year Endin Principal
2.606.686 4.929.660322.974

2,499,000 2,791,540
687.s982.1 13.000

2,163,000 2,560,069 4,723,069
4.434.4912.000.000 2.434.491

Subseouent 38,915,612 22,953,216 61,868,828

Prooertv taxes
General funds 194,316
Other fund 1,149,895

689,126Debt service fund
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13. RETIREMENT SYSTEM

PIan Description

Regular employees of the Municipality contribute to a cost sharing multiple-employer defined
benefit retirement plan, administered by the Employee' Retirement System of the Government
of Puerto Rico and its instrumentalities (ERS). ERS covers all regular full time public
employees working for the central government, public corporations and the municipalities of
Puerto Rico. The system provides retirements 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 at G.P.O. Box 42005, San Juan
Puerto Rico. 00940.

The annual retirement benefits for those regular fuIl-time employees hired on or before March
31, 1990 or those attaining permanent status before that date (Old Plan) and for those hired or
attaining permanent status on or after April l, 1990 (New Plan) are as follows:

OLD PLAN

Eligibility

Age 55 and 30 years
Of service

Under 55 and 30 ears

Of service

Pension Benefits

75Yo of average highest compensation
during any years of credited service

65Yo of average highest compensation
during any 3 years of credit service

Participants in the System who retire prior to 30 years of credited service are entitled to an

annual retirement benefit equal to l.5o/o of the highest compensation in arry 3 years of credited
service for each year of service up to 20 years, and 2oh for each year in excess of 20 years.
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13. RETIREMENT SYSTEM (Continuation)

Eligibility

Age 65 with 10 years
of service

NEW PLAN

Pension Benefits

l.5Yo of average compensation during
the final 5 years ofcredited services
multiples by the numbers of years
credited service

For both plans, the employees are vested when attaining ten years of credited services. Disability
and death benefits are available with certain limitations and all annuities in pay status will be
increased every three years by 3% subject to the approval by the Legislature of Puerto Rico.

Fundine Policy

The Act 44'1, as amended, is the authority under which obligations to contribute to the Plan by
the Plan members, employer and other contributing entities are established or may be amended.
The required contributions made by the Municipality were based on percentages established by
the Administrator of the System. Such percentages were not based on actuarial studies as
required by generally accepted accounting principles. An actuarial computation of the annual
contribution applicable to the Municipality has not been prepared. Accordingly, the amounts by
which the actual contributions differ from the required actuarial contributions are not known.
The Municipality's total payroll for the fiscal yeff 2008 amounted to approximately
$16,560,350. Members' required contributions are 5.775% of gross salaries up to $6,600 plus
8.275% of the gross salary in excess of $6,600 and the Municipality is required to contribute
9.275% of gross salary annually during year 2008, the Municipality's required and actual
contribution under Act 447 and Reforma2000 were $390,740 and $386,956 respectively.

Actuarial Valuation

The actuarial determined present value of benefits accrued as of June 30, 2005 Qatest date
available) for the System as whole, determined through an actuarial valuation performed at such
date, amounted to $11.2 billion. The net assets available for benefits at such date were $2.0
billion, resulting in an excess of accrued benefits over net assets available (actuarial deficiency)
of $9.2 billion. This information is not available by each participant government agencies or
municipalities.
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13. RETIREMENT SYSTEM (Continuation)

Actuarial Valuation

Net assets of the system consist principally of investments in stocks and bonds and loans to
participants. The projected unit credit actuarial cost method was used for the actuarial calculation.

Significant assumptions were as follows:

a) Interest rate
b) Salary increases
c) Mortality
d) Termination

e) Disability
f) Retirement age

g) Proportion of participants with spouses

h) Number of employees electing high
contributions

i) Cost-of-living adjustments

14. LONG TERM LIABILITIES

8.5Yo ayear
5.0o/o yeat
GAM'83 Mortality Table set forward two years

Medium Turnover Table commensurate with
anticipated experience.
65Yo of Third Railroad Retirement Table Rates.

Graded scale of retirement ages commensurate
with anticipated experience.
80% of participants assumed to be maried, with
wives assumed to be four years younger than
husbands.
15% of retiring employees assumed to pay
retroactive contributions at retirement.
3o/o every third year

Compensated Absences

Account for vacation and sick leave absences to be financed with governmental funds.

The liability for compensated absences was recorded in the Government-wide financial

statements. The balance consists of unpaid, accumulated annual and sick leave balances. The

liability has been calculated using the vesting method. ln which sick leave amounts for both

employees who currently are eligible to receive termination payments and other employees who

are expected to become eligible in the future to receive such payments upon termination are

included.
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I

14. LONG TERM LIABILITIES (continuation)

I Compensated Absences (continuation)

The changes in Compensated absences for the year ended June 30, 2008 are as follows:
I

I
Governmental activity June 30,2007 Net decrease June 30,2008

Due within
One year

Compensated Absences $ 2.0ts.444 $ s3,171 $ 1,962,273 $ 412,321

15. LEASES

Operating Leases

The Municipality has several short-term operating lease agreements covering some of the
Municipality's premises and equipment. Most of the agreements are renewed annually. Total
rental charges for the year ended June 30, 2008, were approximately $1,401,995 included in all
funds.

16. CLAIMS AND CONTINGENCIES

Contingencies

As per Act No. 72 of September 7, 1993, Act of the Health Insurance of PR Administration"
(HIA) should negotiate with the municipalities a contribution from the operational budget for
the medical services covered by the Health Care Reform. The Municipality paid $1,148,888
during the year to Health Insurance of PR Administration.

On July l, 1997, there was an amendment to Act No. 72 in which it was established that the
balance due to HIA from October 1994 to June 30, 1997 would be earned from the additional
lottery games.

I

I

I
I

I

I

I

]
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I

I

;

I
I

{
l

i
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2008

16. CLAIMS AND CONTINGENCIES (continuation)

Federal Programs

The Municipality participates in a number of federal financial assistance progftrms. Although the
Municipality's grant programs have been audited in accordance with the provisions of the Single
Audit Act of 1984, as amended, these programs are still subject to financial and compliance
audits and resolution of previously identified questioned costs. These grants are also subject to
audit on behalf of the grantors to assure compliance with grant provisions. If expenditures are
disallowed due to noncompliance with grant program requirements, the Municipality may be
required to reimburse the grantor agency. Accordingly, the Administrations compliance with
applicable gtant requirements will be established at some future date. Nevertheless, the
Municipality's management expects the amount of expenditures, which may be disallowed by
the granting agencies from such audits, to be immaterial.

Comptroller's O/fice Audits

The Municipality of Barceloneta, Puerto Rico, has been audited by the Comptroller's Office of
the Commonwealth of Puerto Rico. The Comptroller's Office has not issued a final report related
to the financial operations of the Municipality for the prior period of the single audit. These audit
reports do not cover any findings subsequently disclosed to Municipality operation by the
Comproller's Office.

17. SALES TAX

Persuant to the provisions of the Law number 80 of July 29,2007 and effective August 1,2007,
the citizenship contribution was uniformly established inl.5o/o, of which l%willbe collected
by the Municipalities and the remaining.5Yo will be collected by the Treasury Department of the
Commonwealth of Puerto Rico. Also, this Law uniformed the use of the contributions of L5Yo in
the following activities; solid waste disposal costs, recycle, public works and improvements,
health services and security services.
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18. PRIOR PERIOD ADJUSTMENTS

Head Start Program, HUD Progrsms and other Programs

Other Programs Fund, the HUD Programs and the Head Start Programs were adjusted to correct
the beginning fund balance

19. MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POST.CLOSURE COST:

The Municipality of Barceloneta discontinues the landfill operation on December 31, 1998
according to United States Environmental Protection Agency (EPA) by the Consent Decree
(CERLA -00304). State and Federal laws and regulations require the Municipality to perform
certain closure procedures and establish monitoring and maintenance function at the landfill for
30 years after closure. The Environmental Protection Agency (EPA) determined that the
Municipality of Barceloneta together ten pharmaceuticals companies were 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 $5,000,000. During this year the Municipality provided maintenance to the landfill super fund
site with the employees of public work department. tn addition, during fiscal year 2005-2006 the
U.S. Environmental protection Agency presented the first five - year review (the report) for
Barceloneta Landfill site and found that the remedy was constructed according with the
requirements of the Record of Decision and that the remedy is functioning as designed

according to the report the immediate threats have been addressed and the remedy is protective
in the short-term. The report also indicated that final institutional controls should be

implemented in order for the remedy to be protective in the long-term.

20. CONTINGENCIES, LIABILITIES FOR CLAIMS A}[D JUDGMENTS AND OTHER

Contingencies and claims and judgments against the Municipality

The Municipatity is a defendant in a number of lawsuits arising principally from claims against
the Municipality for alleged improper actions. It is management's opinion, based on the advise

of the legal counsel, that the probable claims against the Municipatity not covered by insurance

are by the amount of $2,000 at June 30, 2008, the financial condition of the Municipality
adjusted for that amount.

21. PRIOR PERIOD ADJUSTMENTS

General Fund. Special Funds and other funds

The beginning balance of special funds and other fund, includes fund balances from prior year,

was adjusted to the proper fund to reflect proper balance of accounts. The General Fund was

adjusted by the accounts payable cancelled from prior year.

I
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REPORT ON INTERNAL CONTROL OYER F'INANCIAL REPORTING AND
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF T'INANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARS

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

I have audited the financial statements o1'the governmental activities of Municipality of Barceloneta,
Puerlo fuco as of and for the year ended June 30, 2008 and have issued my report thereon dated
December 1, 2008. I conducted my audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Intemal Control Over Financial Reporting
In planning and performing my audit, I considered Municipality of Barceloneta, internal control over
financial reporting as a basis for designing my auditing procedures for the purpose of expressing my
opinions on the financial statements, but not for the pupose of expressing an opinion on the
effectiveness of the Municipality of Barceloneta internal control over financial reporting.
Accordingly, I do not express an opinion on the effectiveness of the Municipality of Barclloneta,
Puerto Rico's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
effrployees, in the normal course of performing their assigned functions, to prevent or d.etect
misstatements on a timely basis. A signilircant deficiency is a control deficiency, or combination of
control deficiencies, that adversely effects the Municipality of Barceloneta Puerto Rico's ability to
initiate. authorize, recortl, process or report financial data reliably in accordance with geneially
accepted accountiug principles such thal there is more than a remote likelihood that arnisstatement
the of the Municipality of Barceloneta, Puerto Rico's financial statements that is more than
inconsequential will not be prevented or detected by the Municipality of Barceloneta, Puerto Rico,s
intertral control.

J

I

I

i
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' Arecibo, Puerto Rico
December 1, 2008

l

The starrrp number

I

was affixed to the
original of this report

I

i[:.*

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the Municipality of Barceloneta, Puerto Rico's intemal controi.

My consideration of the internal control over financial reporting was for the limited pqpose
described in the first paragraph of this section and would not necessarily identiff all deficiencies or
material weaknesses. I did not identify any deficiencies in internal control over financial reporting
that I consider to be material weaknesses as define above.

Cornpliance and Other Matters
As part of obtaining reasonable assurance about whether Municipality of Barceloneta, Puerto Rico's
financial statements are free of material misstatement, I performed test of its cornpliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providirig 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 instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards and which are described in the accompanying schedule of findings and questioned costs as
itern 2008-01 and 2008-2.

I noted ceftain matters that I reported to management of Municipality of Barceloneta Puerto Rico in
a separate letter dated December 1, 2008.

Municipality of Barceloneta, Puerto Rico's response to the findings identified in my audit is
described in the accompanying schedule of findings and questioned costs. I did not audit the
Municipality of Barceloneta, Puerto Rico's response and, accordingly, I express no opinion on it.

The report is intended solely for the information and use of management, Municipal Council and
federal awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified parties.
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JUAN A. FELICIANO CHARNECO
Certified Public Accountantl
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Urbanizacidn Matienzo
151 Calle Miguel Salas
Arecibo, PR 00612

Tel: (787) 879-4433
Fax: (787) 880-1402
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RXPORT ON COMPLIANCE WITH REQUIREMEI\TS APPLICABLE TO
EACH MAJOR PROGRA.M AND INTERNAL CONTROL O\rER COMPLIANCE

IN ACCORDANCB WITH OMB-CIRCULAR A-T33

To the Mayor and Municipal Council of the
Municipality of Barceloneta

Barceloneta, Puerto Rico

Compliance
I have audited the compliattce of the Municipality of Barceloneta, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular 4-133
Cornpliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 2008. The Municipality of Barceloneta major f:ederal p.ogru,ir are identified in the
sumrnaly of auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of Municipality of Barceloneia Management. My
responsibility is to express an opinion on of Municipality of Barceloneta compliance based on my
audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted in the
United Stat'es of America; 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". Those standards and OMB CircularA-133 require
that I plan and perform the audit to obtain reasonable assurance about whether non-compliance with
the types of compliance requirements referred to above that could have a direct and material effect
on a major federal proglam occurred. An audit includes examining, on a test basis, evidence about
Municipality of Barcelbneta' compliance with those requiremits and performing such other
procedures as I considered necessary in the circurnstances. I believe that my audit provides a
reasonable basis for. my opinion. My audit dries not provide a legal determination on Municipality of
Barceloneta' compliance with those reclui rcnrents.

In my opinion, Municipality of Barceloneta, Puerto Rico, 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, 2008. Howeuer-lhe:esultsolny-auditing:puocedrrrerdisel+sed instances-ef nop--
compliance with those requirements, which are required to be reported in accordance with OMB
Circular A-i33 and which are described in the accompanying schedule of findings and questioned
costs as item 2008-01 and 2008-2.
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The management o{- Municipality of Bzrrceloneta is responsible for establishing and maintaining
effective iuternal control over compliance, ',vith requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing my audit, I considered
Municipality of Barceloneta internal control or"r 

"o*pliance 
with the rJquirements that could have

a direct and material effect on a major fedelal prograrn,in order to determine my auditing procedures
for the purpose of_expressing my opinion on compliance, but not for the purpose of expr"ssing an
opinion on the effectiveness of Municipality of Barceloneta internal control or., *-pliance.
AccordinglY, we do not express an opinion on the effectiveness of Municipality of Barclloneta,
Puerto Rico's internal control over conlpliance.

A control deficiency in an entity's internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of perforlning
their assigned functions, to prevent or-detect n'oncompliance with a type of compliance rfquirement
of a federal program on a timely basis. A signifi.cant deficie"iy it u .ont ol d.eficiency, or
cornbination of control deficiencies, that adversely aifects the Lntity's ability to administer a federal
program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a federal program that is more than inconsequentiA wil not be preirented
or detected by the entity's intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more thati a rctnote likelihood that rnaterial noncompliance *itt u ffie of "o*pii*."requirement of a federal program will not be prevented or detect"a Uy the entity,s intemal conirol.

My consideration of intemal control over compliance was for the limited pulpose described in first
paragraph of this section and would not necessarily disclose all deficiencies in internal control that
rnight be significant deficiencies or material weaknesses. I did not identify any deficiencies in
internal control over compliance that I consider to be material weaknesses, as define above.

Municipality of Barceloneta' response to the findings identified in my audit are described in the
accornpanying sclredule of findings and questioned costs. I did not audit Municipality of
Barceloneta' Puefto Rico's response and, accordingly, I express no opinion on it.

This reporl is intended solely for the information and use of management, Municipal Council, others
within the entity, and federal awarding agencies and pass-thlough-entities and is not intended to be
and should not be used by anyone other trran these specified parties.

Arecibo, Puerto Rico
December l, 2008

The starnp number _
was affixed to the
original of this report

A.IUAN FELICIANO CHARNECO
1263icense N

ber 1, 2010
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2OO8

Federal Grantor / Pass-through Grantor Prosram Title

Federal CFDA

Number

Pass-through

Grantors Number

Federal

Expenditures

-t

I

i

I

I

I

I

U.S. Of Housing and Urban Development passed-through

the office of the Commissioner of Municipal Affairs
Community Planning and Development

Community Development Block Grant (State program)

CDBG - 2OO7

CDBG - 2006

CDBG - 2OO5

CDBG - 2OO4

CDBG - 2OO2

Section 108 - Loan Cuarantee

Direct Program:

Public and lndian Housing

Section 8- Voucher

U.S. Department of Health and Human Services:

Administration for children and families

Direct Program:

Early Head Start

Passed-through Govemors Office for Human Development:

Head Start

Child Care Development Fund

Administration on Aging

Special Program for the Aging (SENDEC)

U.S. Department of Agriculture:

Passed-through Department of Education

Child Care Food Program

Child Care Development Food Program

Early Child Food Program

U.S. Department of Transportation

Passed-through Federal Transportation Administration

Federal Transportation Act.

TOTAL FEDERAL ASSTSTANCE

See notes to the schedule ofexpenditures offederal awards.

93.600

93.600

93.575

93.044

10.558

10.558

10.558

20.500
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t4.248

t4.871 RQ-46-V-0s4-002/004

02-cH-9892-03

02-cH-0483

cHC-0421

Title III

N/A

N/A
N/A

14.228

14.228

14.228

14.228

14.228

2007

2006

2005

2004

2002

$ t96,470

233,06s

488,984

30,974

35,677

985,170

875

666,555

666,555

1,009,450

1,009,450

2,532,210

563,48s

3,095,695

73,254

314,483

I 8,128

76,704

409,315

331,302

:
,
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I
I

I
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO THE SCHEDULE

OF EXPENDITURES OF FEDERAL FINANCIAL AI[IARDS
FOR THE FISCAL YEAR ENDED JUNE 3(), 2OO8

(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 modified accrual
basis of accounting. The reporting entity is defined in Note I to the financial statements of
the Municipality. 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 FEpERAL AWARpS

The Community Development Block grants, Housing Assistance Payments Programs, Health
and Human Services Programs, U.S. Department of Agriculture - Food Programs represents
the major federal financial awards of the Municipality. Major federal awards represent 94%o

of total expenditures.

(3) FEDERAL CFDA NUMBER

The CFDA numbers included in this schedule were determined based on the program name
review of grant contract information and the offrce of management and budget catalog of
Federal Domestic Assistance.

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Federal financial assistance expenditures are reported in the Municipality of
Barcelonet4 Puerto Rico Combined Statement of Revenues, Expenditures and Change in
Fund Balances - All Governmental and Types as follows:

I

I
I

i

I

I

I
i

I

I
I

ther funds
Federal Programs
Exoenditures $ 1,652,600 4.1 05. I 4s 813.871 $ 6,571,616
State & Municipal
Expenditures 3.679.411 $ 3.679.411
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 3(), 2OO8

I

A. Summary of Audit results

Financial Statements

Type of auditor's report issued:

Internal control over financial reporting:

Material weakness (es) identified?

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

Noncompliance material to financial statements noted?
i

I

I
i

t
I

i

I
I
I
I

;

Unqualified

Yes X No

Yes _ X_No
None reported

Yes X No

I

I

Federal Awards

Internal control over major programs:
Material weakness(es) identified? _yes X No
Reportable condition(s) identified not

Considered being material weaknesses? X yes No

Type of auditor's report issued on compliance considered
for major programs Unqualified

Any audit findings disclosed that are required to be
Reported in accordance with Circular 4-133,
Section .510(a) are reported X Yes No
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OO8

Identification of Major Programs

CFDA Number(s) Name of Federal Program or Cluster
14.871 Section 8 - Voucher

93.600, 93.575
Head Start, Early Child Care, Early Head Start and
Child Care Development Fund

10.5s8 Child Care Food Program
14.228 CDBG

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

Auditee qualified as low-risk audit 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 Govemmental Auditing Standards.

C - Federal Award Findings and Ouestioned Costs

Federal Program Information

I

I
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 3(), 2OO8
(continued)

U.S. Department of Health and Human Serviees
Chitd Care Development Fund
Passed-through office of children and Families Administration
CFDA No.93.575
Year ended June 30,2008

Finding / Noncompliance

I

I

I

I

{

I
I

I

Ref. No.

2008-01 Statement of Condition and Criteria
It was noted in my test of compliance that the Municipality's financial
management system did not comply with the cash management
requirements established by the United States Treasury. According to
these requirements the Municipality had to establish 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 Municipality
held cash balances over $5,000 for periods longer than 20 days.

Cause
The Municipality did not comply with the cash Management
Requirements of the Department of Treasury of the United States as per
Title 45 of CFR, part92,Cc) (7).

Effect
The Municipality did not maintain adequate procedures for the
Administration of cash to determine properly their use needs.

Auditor's Recommendation
The Municipality should establish adequate procedures in order to
control in a more effective manner the need and use of the federal funds
and establish internal procedures to minimize the time elapsed to
disburse the funds receive.

Municioality Response:
we concur with auditor's recorlmendations. The Municipality
evaluates the actual administrative procedures followed to establish a
procedure to minimize the time between the funds received and the
disbursements.

i
i

I

I

;
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I

I

!
!

1

-49-



i

I

I
I

l

I

I

I
i

t

I

Ref. No.

MUNICIPALITY OF BARCELONETA
SCHEDULE OF'FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 3(), 2OO8
(continuedl

Department of Housing and Urban Development public
And Indian Housing

CFDA No. 14.871
Grant No. Section 8 - Voucher
Year ended June 30,2008

Finding / Noncompliance

2008-02 Statement of Condition and Criteria
It was noted in my test of compliance that the Municipality's financial
management system did not comply with the cash management
requirements established by the United States Treasury. According to
these requirements the Municipality had to establish procedureJ to
minimize the time elapsing between the transfer of funds from the HUD
and the disbursements by the Municipality. It was noted during my
audit that Municipality held cash balances over $5,000 for peiiods
longer than 3 days.

Cause
The Municipality did not comply with the cash Management
Requirements of the Department of Treasury of the United States as per
Title24 of CFR, part84, Cc) (7).

Effect
The Municipality did not maintain adequate procedures for the
Administration of cash to determine properly their use needs.

Auditor's Recommendation
The Municipality should establish adequate procedures in order to
control in a more effective manner the need and use of the federal frrnds
and establish internal procedures to minimize the time elapsed to
disburse the funds receive. The municipality should apply for an
authorization from HUD to invest the excess of cash.

Municipality Response:
we concur with auditor's recorlmendations. The Municipality
evaluates the actual administrative procedures followed to establish a
procedure to minimize the time between the funds received and the
disbursements and will apply for an atthoization from HUD to invest
the excess ofcash.
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MUNICIPALITY OF BARCELONETA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30' 2OO8

2OO7 -Finding No. 1: Child Care Development Fund

2OO7 -Finding No. 2: Section 8 - Voucher
CFDANo. 14.871

Year ended June 30, 2007

i

I
I

i
l
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I

I
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CFDA No. 93.575
Year ended June 30, 2007
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Ref. No.
2008-01

@stsho fli&re Sssedshm be lFuec€CI ffi{em
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&ep*rtsfiffieqffi* Be Sfme$ams

coRaEgrrvE ac"noil Pr,alt
YtaR EIYTTED Jt ltt 30, 2OO8

lconTrrrnEl

Finding lCorrec'tive Action
Planned/Per$oo Responsible:

$Jdemegt of Condition:
The Child Care Development Fund, cash balance over $5,000
for periods longer than 20 days.

Corrective Action Planned :

The Child Care Administratorwill establish adequate
proceduresto control and use in an effective manner,
ffieral funds.

Person Rssponsible:
Noel Crutierrez Cruz" Finance Director

Findins /Corrective Action
Planned&erson Responsiblo:

State,me,nt of Cgndilion:
The Smtion 8 - Voucher Program Cash balance over $5,000
for periods longer than 3 days.

Correqtiye Actipn Planned ;
fire Section 8 voucher prograrn Administration will
eraluate and implement adequate procedures to control
and use in effsgtive manner, fed€ral funds.

Person Responsible:

Ref No.
2W8-02

Anricipatd
Comoletion Date

On orbefore
end of2008-09

fiscal year

CompletionD-ate

On orbefore
end of2008-09

fiscal year
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