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MANAGEMENT'S DISCUSSION AI{D ANALYSIS

The Management's Discussion and analysis of rhe Municipality of Barceloneta (the
Municipality) financial performance provides an overview of the Municipalily's financial
activities for the fiscal year ended.Tune 30, 2010. The Management Discussion and Analysis
(MD & A) should be read it in conjunction with the transmittal lener on page 8 and the
\4unicipality's financial statements, u,hich begin on page ll. The discussion and analysis
includes compamtive data for prior year as this i[fomarion is available for the fiscal year ended
June 30, 2010. This MD & A is prepared in order to comply wirh such pronouncement and,
among other purposes. to provide the financial statements users with major infomalion.

FINANCIAL HIGHLIGHTS

> The Net assets ofthe Municipality exceeded its liabilities at the close ofthe cunent fiscal
year by $28,873,175 net assets increased by $3,266.703 when compare *.ith prior year.

> Revenues were $5,528,726 less than last year; expenses were $3,840,269 less than last
year as reponed in the Statement ofActivities.

The Municipality had reported in d1e General Fund a deficiency of rcvenues over
expenditures amounting to $3,481,233 in the accompanying statement of rcvcnues,
expenditures and changes in fund balances.

Loans principal palments were $2,874,000 during fiscal year 2009-10, new bond issue
were $9,637,000, for public improvement. infmstructure, motor vehicles and prior debts.

Tlre actual revenue was $26,751.603 and the expenditures were $29,639,837
creating an excess of $2,888.234 million over the revenues in the Budgetary Schedule
mailly due to unfavorable variances in revenues, (Municipal license tax and Municipal
tax).

Sales of 16 acres for the construction ofa Horel near the Prime Outlets.

The Municipality govemment firnd repofied combined ending fund balances of g763,958
in the accompanying statement ofrevenues. expendifures.

The Municipality has teported a net undesignated fund balance deficit for the general
fund amoulting ($2.795.067).

-l-
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MUNICIPALITY OT' BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

FuDdamentals of Financial Statements Presentation
The new approach used in the presentation of the financial statements of the Municipality is
based on a govemment-wide view of such statements as well as a presentation of individual
funds behavior during fiscal year 2010. The combination ofthese two perspectives provide the
user the opportunity to address significant questions conceming the content of said financial
statements, and provide the basis for a comparable analysis of future years performance. The
comparative analysis is a meaningful and useful management tool for municipal management in
the decision making process.

Under the aforementioned approach, assets and liabilities are recognized using the accrual basis

of accounting which is similar to the method used by most private enterprises. This means that

cunent year's revenues and expenses are accounted for regardless of when cash is received or
paid.

Financial Statements Components
The basic financial statements consist of the governrnent wide financial statements, the major
funds financial statements and the notes to the filancial statements which provide details,

disclosure and description ofthe most impofiant items included in said statements.

Govemmental-wide financial statements - The govemment-wide financial statements which
begin on page l0 of this report are designed to prcvide reads with a broad overview ofthe
Municipality's finances, in a manner similar to a private-sector business. The govemment wide
statements provide short and long term information about the municipality's status as a whole.

The Statement ofNet Assets reflects information ofthe Municipality as whole ofa consolidated

basis and provides relevant information about its financial strength as reflected at the end of the

fiscal year. Such financial level is measured as the difference between total assets and liabilities,
with the difference between both items rcported as net assets. lt is important to note that although

municipalities as govemmental public entities were not created to ope.ate under a profit motive
ftamework, the retum on assets performance plays an important role in their financial operations.

The higher the increments achieved in net revenues, the higher the capacity to increase the net

assets figure either thru additional bonowings or thru intemally generated funds.

The Statement of Activities is focused on both gross and net cost ofthe various activities of the

Municipality. It presents information which shows the changes in the Municipality's net assets at

the most rccent fiscal year. Based on the use of the accrual basis of accounting, changes are

reported as soon as the underlying event occurs, regardless of the timing of the related cash

flows. Under said approach, revenues and expenses are reported in the Statement ol Activities
based on the theory that it will result in cash flows to be realized in future pe ods.



MI'NICIPALITY OF BARCELONETA
MAI{AGEMENT'S DISCUSSIOI{ AI{D ANALYSIS

Govemmental funds - The funds are reported using an accounting method known as modified
accrual accounting which measures cash and all other financial assets that can be readily
co[verted into cash. The fund statement approach gives the user a short term view of the
Municipality's government operations and the basic services it provides. Since the focus of
govemment funds is narrower than that of the financial statements as a whole, it also helps the
user with comparable information presented in the govemmental activities report. By doing so,
readers of the basic financial statements may understand befter the long-tem effect of the
Municipality's shon-term fi nancial decisions.

Infrastructure Assets
The Municipality implemented the major model portions ofGASB statement 34 during the prior
years. Historically, the govemmental larger group of assets have not been reported nor
depreciated in govenrmental financial statements. The new statement required that this asset be
valuated and reported within the Covernmental column of the Govemmental Wide Statement.
Additionally, the governrnent 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 perpetuity. If the govemment develops the assets management
system, which periodically, by category, measures and demonstrate its maintenance of locally
established level ofservices standards, the government may record its cost ofmaintenance in lieu
of depreciation. The information about the condition and maintenance of condition of the
govemment infrastructure assets should assist financial statements users in evaluating a local
government and its performance over time.

Government-Wide Financial Analysis
Statement of Net Assets

The Statement of Net Assets reports information of the municipality as a whole. I[crease or
decrease of net assets may serve as an indicator of whether municipality's financial position is
improving or deteriorating. [n the case ofthe Municipality primary govemment assets exceeded
liabilities by $28,8'13,1'75 at the close of the recent fiscal year compare to $25,606,472
at the end ofprevious year, as restated and showed in the following condensed Statement ofNet
Assets of the Pdmary Goverrment.

Statements of Net Assets
As ofJune 30,2010 and 2009

2010 2009
rrrrenr and olher asrerr s 29.235.189 s 33.398.772 $ f4. t63.583)

84.624_929 6iI.152.689 5 20.472.240
r 13,860,r r8 97.551,,161 $ 16,30E,657

Curenl and o1h.r liabilities 29.014,366 2 r.52 8.980 7,505.186
Lona-term liabiliries 55.952.511 50,.116.009 5.516.568

84,986,9:13 71,9,14,9E9 rJ.0a1.954

In!esl€d in capital assets.
51.860.920 38,r51.680 13.709.240

1.559.025 t6,019,380 r2.460.355)
Unrestricted (delicit) (26.516,770) (2E,564,56E) 2.0r 7.818

-3-



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

The decrease of$4,163,583 in current net asset was mainly due to decrease ofcash with fiscal
agent of $5,737,520. The account Capital asset increased by $20,472,240 principally by
additions to construction in progress of $20,986,193, at the same time created increased in the
net investment in capital asset of$13.7 million and the Capital Project Fund decrease by $13.5
million.

Current liabilities increase by thirty- five percent caused by an increase of accounts payable of
$7.6 million. Long-term liabilities increase by $8.1 million is reflected principally in the Bonds
payable of $9.6 million.

Increase - (Decrease net in Capital Assets was as follows:

6/30/20 r0 6/t0/2009
Led s 1,994,657 2vo $ r,994,657 30/. S

Constnrction in proaress 39,334,r61 t 8,34 /,968 20,986,r93
Buildins and imDrovements. nel 30,2',76,420 36% I1,028,899 4Avo (752.179\

7.274.29t 90/o 7.400.222 t2vo I25,931
1.646.482 3,8.19.441 \202,961
2,098,918 1,531,500 567,418

Totrl N€t CrpitalAss€t s 41,621,929 $ 64,152,689 s 20,172,24t

Building improvements net represent 27 percent and 36 percent of total asset and net capital
asset Gspectively. Construction in progress represents 35 percent of total asset and 47 percent
and net capital asset. The Increase in Construction in progress by $20.9 million when compare
with prior year, include $13.3 million increase in projects fiom Bond Issued Frurds and $7.5
million increase in Special Revenue Funds.

The following rcflects the co de sed Starcmefi ofActi,rities ofthe Primary Government:

Statements of Activities
For the year ended June 30, 2010 and 2009

Changes in Net Assets

37.554.455 43,947 -032 392.577
8.188.'171 7,312.t3J 846,336

s ( 5,5.16.2.11 )

46.333.919 t,840,269Governmental aclivities .12..191.710

Chanses in nel assels
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MUITICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSIOIT A-IID AIIALYSIS

The Statement ofActivities reflects for fiscal year 2010, the net effect ofrevenues derived from
several programs plus current operating revenues. Total revenues compared to the total expenses,
amounted to a decrease of$1,688,487 in the Municipality's net assets. Approximately 53 percent
of the Municipality's total revenue came from taxes, while 18 percent resulted from Federal
grants and 13 percent resulted from Intergovemmental Revenues. The Municipality's expenses
cover a range of services like health, public safety, sanitation, recreation and sports,.education,
housing, tansportation, welfare, construction and improvements. The largest expenses were for
general govemment, public works, education and training and culture and recreation. With this
analysis, the readers have compamtive information with the percentage of change in revenues
and expeNes from prior year to cwrent year.

A brief review ofthe Statements ofActivities ofthe Municipality at June 30,2010, shows total
expenses incurred to afford the cost of all functions and programs arnounted to $34,287,752.
Upon examining the sources ofrevenues for the financing ofthe programs, the Statement reflects
the following; $17,485 for charges for service, $6,259,745 from operating gmnts and
contributions; and $1,928,728 from capital grants and cont butions obtained from other sources.
General revenues for the year amounted to $37,544,455. There was a change in net assets

$3,266,703 that represents 7 percent of total rcvenues and a decrease of 34 percent when
compared with prior year. Expenses decreased by $3.8 million or 8 percent when compare with
prior year.

FINANCIAL ANALYISB OF THE GOVERMENTAL FUNDS

The lbllowing reJlects the condensed Balance Sheet ofthe Governmental Funds:

Governmental Funds
Balance Sheets

June 30.2010 and 2009

l9,l?9,591
8_713,690 2.996,170 5.131.520

Liabilili6 and l;und Balancc
Lirbililies:

Ac@unls Dalable and due lo
t2.934.014
10,185,142
23.119,216

11,896,236

Tot3l liabilities rnd Fund Aahnces

-5-



MUNICIPAIITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

ASSETS

2010

LIABILITIES AND FUND BALANCE

2010

{}*

The Fund Financial Statement is another important component of the Municipality's financial
statements. A fund is a grouping of related accounts is used to maintain accountability and

controls over economic resources of the Municipality that have been segregated for specific

activities. The Municipal fund type ofaccounting is used to demonstrate compliance with related

legal requirements. Infomation offered thru this Statement is limited to the Municipality most

significant funds and is particularly related to the local govemment only instead of the
govemment as a whole. Government funds are used to account for essentially the same functions
as those reporled as govemmenral activities.

During the year 2010 the municipality had $8.3 million cash restdcted in the Special Revenue

Fund and accounts payable of $7.8 million and in 2010 the accotmts payable were increased by
$9 million. Deferred revenues decreased by $1.7 million. Sale of l5 acres near the P me Outlet
was realized during the year, that decrease the land held for sale for 1.4 million.

-6-



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements or Revenues, Expenditures and Changes in Fund Balances
Year Ended June 30,2010 and 2009

20t 0 2009

$ r2,660,084 s 8,940,r 52 s 3,7 r9,932

!4q&!Lrfq!'
Interqove.nme ntal re!enue

!,e!q.5!6
5.822.155

\?,912,!19
17.r 87.368

(i.67 r.960)
(l1,36.1,613)

8.188,,1?.1 7.112.131 E46.il6 t?ra
2.811,921 2,083.59,1 728.330 35%
,1.3 r2.553 3,110,304 t.202.249 39%

$ 42,776,305 s 51,316,01r $ (E,539,726)

ExDenditures and Fund Balance

('iener.l G.vernmenr $ 18,015,488 s 20.650.273 $ (2.614.7E51 ti%
8.926.665 9.517.188 (590.5231

2,395,498 2.501.i30 (r05.832)
Hea ih I.I46.EEE I.I4E,E8E 0%

22,12t,3t5 8,125,184 ll.996,lt I 172%
Culture and recrealion 3.258,154 3.465.491 1207,331j
Bonds rD.incioal and inlereso 4.828.039 4.936.645 I08.6061
tducaiion and r6inina '1.'15E.68E 4.t 0t,200 357.482

681,2t5 r,156,863 (,169.6.1E)

18%$ 65,E39,950 s 55,601,068 s r0,236,882

Exces of rcvenues (exDenditures)

under expeDdnu.es (revennes (21.06i.645 (4.2E?.0t7) 18.7?6.608) .138%

t utrd Brlance, ending s ?63,958 s 11,896,2.36 S lt1,t32.27tt)

The most significant changes ofthis statement were as follows:

Revenues from property tax were increased by $3.7 million due to increase ill propefiy
tax in the amount collected. The decrease in Intergovemmental rcvenueof$I1.3 was the

result of the funds in prior year received from cental govemment to canalize sector

"Cachete" that is affected by "Rio Grande de Manati". Revenue from volume business

tax declaration were reduced by $3.7 million on funds received when compared with
prior year, reflected in sales repo ed in the municipal tax declaration was reduced

approximately by 10 percent in many taxpayer, sales for the Prime Outlet increased by 5
percent but the industries that rcflect an increase in exempt sales (sales outside the United
States of America) present a decrease of 23% of the tax paid which is 75 percent oftax
paid. Other revenues inciease by $1.2 million, principally for eventual income.

Expenditures were increase by approximately $13.9 million in Capital outlays expense

when compared with the prior year. The other expenditures decreased by $2.9 million,
principally in salaries expense by $1.4 million, and other all other expenses by $1.5
million.

-'7 -
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MANAGEMENT'S DISCUSSION AND ANAIYSIS

Economic Factors and Next Year Budget
The Mulicipality is a political legal entiry- with full legislative and administralive powers in
every area ofmunicipal govemnlent. with perpetual existence and legal personality, sepamte and
independent f,om the cental govemmental of Puefio Rico. The Muicipal Goverrment
comp ses the executive and legislative branches. The Mayor exercises the executive power and
the legislative power by the Municipal Legislature, which has l6 members.

The N{ruricipality relies prinrarily on property and nuoicipal taxes as well as feder.al and state
grants to carry out the goverrunental activities. Fedeml afid State grant revenues may !.ary ifnew
grants are available. Those factors rvere considered rvhen preparing the Municipality's budget for
the fiscal year 2009-2010.

The Budget for Revenues and expenditures were $29.5 million for the general fund, total
revenues decreased $2.8 million when compare the budgeted revenues with the actual revenue.
Municipal license tax decreased b)- $5.4 nrilion and excise tax by $851,514. The actual
expenditures rvere $l17,922 more than budgeted expcnditures. General Govemment and Culture
and Recreation leflecled an increase of $512.258 aod Cultue and Recreation a decrease of
$179,202 u'hen compares Budget Expelditures with actual expelditures. Excess of revenues
under expenditures reflect a deficiency of$2.8 million-

1'he Municipality provides a full range of services including public works. education Public
safety. public housing, health. cofrmunity development, culture. recrcation and other
administrative services. The Municipality's principal sources of revenues are property taxes,
nrunicipal license taxes. contributions by the state govemment and fedeial gants.

The Municipalit_v"s management is conlmitted to a continued improvement in the confection ofa
budget drat will respolse to the need of the puhlic and private sectors in accordance with its
pennissible revenues levels. Such has been the case of the financial operation corresponding to
fiscal year 2010. It further contemplates to improve its current figure of net assets, which has
been identified as one of the main shon ard long-tenn obiectives ofthe Municipality.

Contacting the MunicipaliS's Financial Management

The Municipality's filancial statements are designed to preserlt users wirh general overview of
the Municipality's finances. Ifyou have questions about the repon or need additional financial
infomation, contact the Municipality's Director of Finance.

Noel Gutidrrez Cruz. Finance Director. PO Box 2049- Barceloneta Puefio fuco, 00617.
Telephone (787) 846-5618 Fax: (787) 846-2009

"(Para un Guen go&iemo,-ka Bwru Afministraci6n,
POBox2049Barcelorela.puertoRicooorst7.Tels.(787)846-5618Fax(787)3,{6-2009



JUAN A. FELICIANO CHARNECO
Certified Public Accountant

Urbanizaci6n Matienzo
l5l Calle Miguel Salas
Arecibo. PR 00612

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

INDEPENDENT AUDITOR'S REPORT

To lhe Mayor and Vunicipal Council of
the Municipality of Barceloneta

Barceloneta. Puerto Rico

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

fund and the remaining fund infomation ofthe MuDicipality ofBarceloneta, Puerto fuco, as ofand
for the year ended June 30, 2010, which collectively comprise the Municipality of Barceloneta

basic financial statements, as listed itl the accompanying table of contents. These financial

statements are the responsibility ofthe 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 standards generally accepted in the United

states of America and the standards applicable to financial audits contained in Govemment Auditing

Standards, issued by the Comptroller General of the United Slates of America. Those standards

require that I plan and pedolm the audit to obtain reasonable assuance about whether the financial

statements are ftee of mate al misstatement. An audit includes examining, on a test basis, evidence

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

thi accounting principles used and significant estimates made by management, as well as evaluating

the overall financial itatement presentation. I believe that my audit provides a reasonable basis for

my opinion.

tn my opinion, the financial statements refered to above present fairly, in all matedal respects, the

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

remaining fund information of the Municipality of Barceloneta, Puerto fuco, as of June 30, 2010,

and the rispective changes in financial position, thereof for the year then ended in conformity with

accounting p nciples generally accepted in the United States ofAmerica.

-9-



ln accordaDce with Govemment Auditing Standards, I have also issued my report dated December 9,

2010 on my consideration of the Municipalify of BarceloDeta, Puerto Rico intemal control over
financial repofiing and on my tests of its compliance with certain provisions of laws, rcgulations,
contracts, glants, agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the rcsult of that testing,
and not to provide an opinion on the intemal control over financial iepofiing or on compliance. That
report is an integral part of and audit performed in accordance with Governmental Auditing
Standards and should be considered in assessing the results ofmy audit.

My audit was performed for the purpose of forming an opinion on the Govemmental Activities
fi[ancial statements of the Municipality of Batcelonet!, 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. OfIice of Management and Budget Circular A-133, Audits of States,

Local Govemments, and Non-prcfil Organizations, and js not a required part of the general purpose

flnancial statements. Such information has been subjected to the auditing procedures applied in the

audit ofthe financial statements and in my opinion. is fairly stated in all material respects, in relation

the by flnancial statement a taken as whole.

As described in Note 1, on July l, 2004. the Municipalify implemented a new financial repoiling
model required by GASB Statement No. 34, (GASB No. 34), Ba.ric Financial Statements - And
Management's Discussion and analysis-for Slate and Local Governments ln conjunction with the

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

GASB Statement No. 37-Bdsic Fino cial Stdtefiertts-and Managemeht's Discussioh and A alysis'

for State and Local Governments: Omnibus, (2) GASB Statement No.3\-Certain Financial
Statement Note Disclosures, ard (3) GASB Intelpretation No. 6-Recognitiott and Measurement of
Certaik Liabilities and Erpehdihres in Gowttmental Fund Flnancial Staleuents-

The Ma[agement's Discussion and Alalysis and budgetary comparison schedule information on

pages I tbrough 8 and page 16, are not a required part of the basic financial statements but is
supplementary informatior required by the Govemmental Accounting Standards Board. I have

applied certain limited procedures, r,r,hich consisted principally of inquiries ofmanagement regaxding

the methods of measurement and presentation ofthe required supplementary information. However,

I did not audit the infomation and express no opiDion on it.

Arecibo. Puerto Rico
December 9, 2010

The stamp number Z!1L22
was affixed to the
original ofthis repo .

. FELICIANO CHARNECO

1, 2013

-10-



MUNICIPALITY OF BARCEI,ONETA, PUERTO RICO
STATEMENT OT NET ASSETS

JUNE 30, 2O1O

(.;ov€rnmental

ActivitiesASSETS

Cash and investments

Cash with fiscal agent

Accounts receivable (volume business ta,x)

Other accounts receivable

Accounts receivable from federal govemment

Lands held for sale

Capilal Assets. ner oIaccumulaled depreciation

Total assets

LIABILITIES AND NI]T ASSETS

Liabilities:
Accoun6 payable and accrued liabilities

Due to govemment entity

Deferred revenue

Non-current liabilities:
Due within one year

Due in more than one year

Total liabilities

Net Assets:

lnvested 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.

16,069,t 96

8,733,690

346,654
558,296

442,823

3,084,530

84.624,929

_!._!]t,E!!J.Lq_

15,640,358

74?,890

8,398,289

4,252,829

E4,986,943

51,860,920

t,435,784

217,884

1,905,357

(26,546,170)

28,873,175

_$ !1]!!!Jl-8
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MUNICIPAIITY OD BARCELONETA
RDCONCILIATION OT THE STATEMENT OF REVENUES,

- EXPENDITURES, AND CHANGES IN FUND BAI.ANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2O1O

_ Net change in fund balance - total governmental funds $ (1f,f32,27S)

Amounts reported for govemmental activities in the statement ofactivities

_ are different because:

Govemmental funds report capital outlays as expenditures. However,

- h the statement ofactivities the cost ofthose assets is allocated
over their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets

Less: cunent year depreciation

- Th. i.r,tan"e oflong{erm debt (e.g., bonds, leases) provides curent
financial resources to governmental funds, while the repayment ofthe

- principal oflong-term debt consumes the curent financial resources
ofgovemmental funds. Neither transaction, however, has any eflect
on net assets.

- Net bond issued debt

Principal pa),ments

- In the statement ofactivities, only the gain on the sale ofthe land is
reported, whereas in the governmental funds, the proceeds fiom the

- sale increase financial resources. Thus, the change in net assets differs
Aom change in fund balance by the cost ofthe land sold.

- Change itr Det assets ofgovernmental activities

- See notes to financial stalements.

22,t21,315
(1 ,649,0',1 5)

(7,s39,6se)
2,874,000

20,472,240

(4,665,659)

(r,407,600)

$ 3166,703
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MUI CIPALITY OF MRCELOI{ETA, PUERTO RICO
BUDGETARY COUPARISON ACIEDI'LE . CENERAL FT'ND (BIIDGET BASIAI

FOR THE FISCAL YEAR EI{DED t,U I 30, 2OIO

Orisinal Fi.a1
REVENUES:

Mu.icipal license ta\
lnterSovemmental relenues
Licenses, permits and fines
Re ofpropenies

MunicipalSales Td
Other financ;alsources

EXPENDITURES:

Geneml covemmenl

Heallh

Culture and Recrcatio.
Other
Transfer oul lo debt sedice

s 401.613

14.747,873

2.80t.476
t.033,625

75.000
773,404
550,000

2.000.000
7.r38.924

$ 29,521.915

I1.659.951
2.805.758
8,868.838
r.r48.888
4,007,594

990,511

$ 40r.6rl
t1.117.873
2,801.476
1.033,625

75.000
773.404
550.000

2,000,000

401,613
9.265.9s7
3.20r.348

t82,lt l
I16,384
3I I .978

3,090,464
2.285,323

(5.481.9r6)

399,872
(85r.5t4)

4t,384
(461,426)

2.540,464
285.323

757.501

$

$

7.t38.924 7.896.425
s 29.521.9t5 $ 26.751 6011 $ (2.11A3t2)

t2.666,331
2.395,498
8.926,665

1,t48.888

3.258.154
687,?15

40.175 607.087 557.086 50.001-$ zorr])r5 -i 2qJ2L.I5 -$ 2anjqr,- -i-----ll F.ol,

12,t54,071
2.462.248
9,023.418
1.148.888

3.4t7.t56
688,785

(512.258)

66.750
96.8r1

r.570

[xces! ofreveDue3 over (uDder) €xpenditrres

Explmalion of differences:
Sourcevinfl ows of resources:

Aclual mounts (budgelar) bask) "available for appropriario.,, fmm rhe
budgelary compdhon schedule

Differeoces - budgel 1o CAAP:
Transfe6 from olher funds aE inflows ofbudgerary resources but are nor

releoues for financial reporting purposes.

Totrlrevenues!s r.ported on tfte srrr.m.nt of revenue, erperditure, ind
chrtrges itr fund brhnces

Usevoutfl ow of resources

Actual anounls (budgetary basis) "rolal charSes to approprialions" frcm rhe
bud8etarv comparison sch€dule
Differences - budger ro GAAP:

Non budS€led expenditures
Transfer frcm senelal fund for budserary purpos€ oDly

Toasl exp.diturcs .s Bported on th. srltement of Ev.tr!., erpetrdiauB
.trd.h.nge ill futrd b.lrnces

See notes to budgetary comparison squedule.

s (2,888.234, $ l_2.888.2J1r

$ 26,75r.603

(401,825)

3____2!S4el18

$ 29,639.837

l9 t. t?4
(557,086)

_!__l9lllp?s

-t 6-



MUNICIPALITY OF BARCEI.OIiIETA, PUERTO RICO
ITOTES TO TINANCIAL S?ATEMENTS

JUNE 3(), 2OlO

GENEML ORGANIZATION

The Municipality ofBarceloreta (The Municipality) was founded in lgg1. The govemmeotal
system of the Municipality is composed ofthe executive and legislative bodies. The Mayor is the
chief Executive officer and is elected every four years in the general elections of pue(o Rico.
The legislative body consists of founeen assembl)men also elected in the geneml elections of
Puerto Rico for a four-year period.

The Mulicipality provides services such as: health, public safety, sanitation, recreation and
sports, education, housing, transportation, welfare, constnrction andlor improvemelts 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 govemmental entities. The
Govemmental Accounting Standards Board (GASB) is the primary staadard-setting body for
establishing govemmental accounting ard financial reporting principles. The GASB p;dodically
updates its existing Govemmental 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 significanr accounting policies
consistently applied in the preparation ofthe accompaoying basic financial statements follows:

1. SUMMARY OF SIGNITICANT ACCOUNTING POLICIES

a. Reportine Entity

The Municipality's financial statements include the operations ofall departments and separate
legal entities for which the Municipality is financially accountable or for which exclusion
would leave the financial statements misleading oi incomplete.

In June 1999, the GASB issued Statement No, 34 ,Basrc Financial Statemerts and
Management Discussion and Analysis for State and Local Goyernments. This Statement
establishes new financial reporting requirements for state and local govemments. It requires
new information and restructures much of the information that govemments have reported in
the past. Compambility with reports issued in prior years is affected. In June 2001, the GASB
issued Statement No. 37 Basic Financial Statements a d Management Discussion and Analysis
for State and Local Gorettkents Omnibus, which in part addressed the Management
Discussion and Analysis (MD&A) requitements, program Revenue Classifications and Major
Fund criteda requirements in the reporting model in Statement No. 34.

The Municipality implemented this Srandard for the fiscal year ended June 30, 2003.

-17-



IIIUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FIITANCIAL STATEMENTS

.ruNE 30, 2O1O

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cotrtinuation)

b, Financial Reportine Entity

The accompanying basic financial statements include all departments, agencies and municipal
entities that: (l) 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. 81 of August 30, 1991, as amended, known as the Autonomous
Municipqlities Act of the Commonwealth of Puerto Rico. The Municipality,s management
has considered all potential component ultits for which it may the financially accountable and
other legally sepamte organizations for which the natue and significance oftheir relationship
with the Municipality may be such that exclusion of their financial statements from those o]
the Municipality would cause the Municipality's basic linancial statemelts to be misleading
or incomplete according to GASB Statement No. 14, - The Financial Reporting Ehtity (GASB

The Municipality's management has concluded that, based on the aforementioned criteria,
there are no legally sepamte entities or organizations that should be reported as component
units ofthe Municipality as ofJune 30, 2010 nor for the year then ended.

c. Basic Fioancial Statements-GAsB Statement No. 34

The basic financial statements include both government-wide and fund financial statements.
While the previous model emphasized flurd types (the toral ofall funds ofa particular type), in
the new reporting model the focus is on major individual funds (within the fund financial
statements). Both the govemment-wide and firnd financial statements categorize activities as
governmental activities. In the govenrment-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
\ ell as long-term debl and obligarions.

The Govemment-wide Statement of Activities reflects both the gmss 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 govemment-wide focus is more on the sustainability ofthe Municipality as an entity and
the chalge in aggregate economic position resulting from the activities ofthe fiscal period.

- 18-



MUIiIICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FIT{ANCIAL STATEMEITTS

.,uNE 30, 2O1O

1. SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES (Continuation)

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

The govemmental firnds 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 normally budgeted. This presentation is deemed most appropriate to (a)
demonstate legal and covenant compliance, (b) demonstate the sources and use of liquid
resouces, and (c) demonstrate how the Municipality actual experience conforms to the
budget or fiscal plan. Since the govemmental fund statements are presented on a different
measuement focus and basis of accounting than the govemment-wide statement, a
reconciliation is presented on the fund statement, which briefly explains the adjustments
necessary to tlansfolm the fund based financial statements into the governnental column of
the government-wide prcsentation.

d. Basis of Presentation

The new model as defined in Statement No. 34 establishes criteria (percentage of the assets,
liabilities, revenues or expenditures/expenses ofeither fund category or the govemmental 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 flurd. The general fimd 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 fund.

Bond Issue Fund - Bond Issue fond are used to account for the prcceeds ofspecific revenue
sources that are legally restricted to expenditures for specified purposes.

HUD Prosrams Funcl - 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
prcpety ofirers to rehabilitate substandard housing and lease the units with rental subsidies
to low income families.

Debt Seryice Fund - Debt service fund is used to account for the accumulation of resources
for, and the palment of, general long-term debt p [cipal and interest.

-19-
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MUT{ICIPALITY OF BARCELONETA, PUERTO RICO
NOTF,S TO FINANCIAL STATEMEITTS

JUNE 3(), 2OrO

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Eaad Stalt - Prosram Funds The special revenue fund of Head Start is a major fund used
by the Municipality to accounr for revenues derived from the grant that is leg;lly restdcred
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 Mu;icipality,. g"r"ra n na provided that all applicable
legal requircments are appropriately satisfied. In this case, a special revenue fund to iccount
for such kind oftransactions will be used only iflegally mandated.

Olher F4nds (non major funds) - Special revenue funds are used to account for the proceeds
ofspecific revenues souces that are legally restricted to expenditures for specified purposes.
Capital projects fund is used to account for the financial resources for the acquisition of
personal property and-/or consfuction of major improvements, which are not financed by
other funds.

Basis ofAccountitrq

The accounts of the Municipaliq are organized on the basis of furds, each of which is
consideied 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, liabilities, fund balances, and revenues and expenditures/expenses, as applicable.
The individual funds accormts for the governmental resources allocated to the Mulicipality
for the purpose of carrying on specific activities in accordance with laws, regulations, or
other restrictions.

Measurc ent Foc,ts, Bosis ofAccounting and Financial Statement presentation

Governme twide Findncial Statements The govemment wide financial statements are
reported using the accrual basis of accounting. Revenues are recorded when eamed 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 Municipality 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.

-20-



MUIUCIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINAIICIAL STATEMEITTS

JI'NE 30, 2O1O

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuatior)

e. Besis of Accountins(Continuation)

Goyenmental Fu * Finaficial Statement Govemmental funds are reported using the
cu[ent financial resources measurement focus and the modified accrual b;is of accounting.
Under this method, revenues are recognized when measurable and available. ..AvailablJ,
means collectible within the curent 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 collected.
Revenues collected in advance ofthe fiscal year to which they apply are recorded as defered
revenues and recognized as revenues in the year to which they apply. Expenditures are
geneElly recognized when the related fund liability is incurred. General capital asset
acquisitions arc reported as expenditures in govemmental funds.

Goyemfuental Fund TWes / Gorernmentul Activities - Govemmental funds are those through
which most govemmental flmctions of the Municipality are financed. The acquisition, use,
and balances of the Municipality,s expendable financial resources and the relited liabilities
arc accounted for through govemmental funds. The measurement focus is upon determination
ofchanges 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 whel received. Investment eamings
(interest) are recorded as eamed since they are measurable an available.

f, Encumbrances

Govemmental 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 reponed as reservations of
fund balances and they constitute neither expenditures, nor liabilities. Encumbrances
constitute the equivalent of expenditures for budgetary purposes only, and accordingly, are
reponed with expenditures in all budgetary basis statements.

-21-



MUNICIPALITY OF BARCEI.OI{ETA, PUERTO RICO
I{OTES TO FINAI{CIAL STATDMENTS

JUNE 3(), 2OlO

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)
g. Budgetarv Control

The Municipality follows the following procedures, which are in accordance with the
municipal law; in establishing the annual budget as reflected in the basic financial statements.

(l) On ot prior to May 15, rhe Mayor submits to the Municipal Assembly a proposed budget
for the fiscal year commencing the following July lsr. The proposed budget incluJes
eslimared expenditures and lheir financing sources.

(2) The budget document is available for public inspection prior to
Municipal Assembly.

(3) Prior to July lst., the annual budget is legally enacted tlrough passage of the annual
appropriation ordinance.

(4) Subsequent to the enactment of the annual appropriation ordinarce, the Municipal
Assembly has the authority to make necessary adjustments to the budgel.

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 transfem related to personal expenditures, require
the approval of the Municipal Assembly. Non-capital encumbrances lapse at the end oi the
next fiscal year.

Since the budgetary basis differs from generally accepted accounting principles (GAAp),
actual amounts for the general fund and debt service fund in the accompanying Statement of
Revenues and Expenditues-Budget and Actual are presented on the budgetary basis to
enhance comparability. The principal differences are as follows:

(1) Encumbrances are recorded as expenditures under the budgetary basis and as
reservations offund balance urder 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 govemmental entities,
legislative and private parties, which are not included therein rlor are the related
expenditures.

(4) Certain debt issuance to acquire personal propeny is reflected in the general fund and is
rest cted for that purpose.

The Municipality has not legally adopted a budget for the Head Start special revenue and capital
projects funds. Accordingly, it has not presented an annual comparison of budget and actuj for
these major funds.

its approval by the



MUNICIPALITT OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JI,NE 30, 2010
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contitruation)
g. Budsetary Control (Coltinuation)

Leeal Compliance

Anicle 7.003, Law No. 81 of August 31, 1991, amended require that Mayor provide to
Municipal Legislature an annual balanced budge indicating: i) interest, amortization and
retirement public debl, 2) statutory obligations, 3) judicial claims payments, 4) any amount to
cover prior years deficit, 5) contract commitnents and operational expenditures. For annual
interest and principal debt amortization, cRIM provides innual estimated resources that will
be obtained of additional special property tax (municipal) collections. The Municipality's
management shows budgetary financial statements in general and debt service funds in
compliance with state law and which are based in annual activity. The legal level ofbudgetary
control.is at the individual department level for general fund (Mayor and Legislature f,urdsy
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 cash and investments restdcted by law. Each fund
records its equity interest in the pooled cash balance. 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 barik accounts. Investment eamings are
credited to the respective fund.

Investments consist of shofi-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 recoided as expenditures and the inventory is not recorded in
the basis financial statements since amount is insignificant.

j. Capital Assets

Fund Financial Statements

The capital assets acquited are recorded as expenditures at cost in the govemmental funds.

Government Wide Finakcial Statements

Purchased capital assets are recorded at cost. Donated capital assets are recorded at their
estimated fair value as ofthe time they are received by the Municipality and are capitalized in
the Statement of net Assets. Major renewals and betterment are capitalized: replacement,
maintenance and repairs, which do not improve or extend the life ofthe respective assets, are
charged to operations.

Depreciation is provided over the estimated useful life ofthe respective assets on staight-line
basis.
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMEN?S

JUNE 3(), 2OlO

t. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

lc Vacation and Sick Leaye and Other Compepsated Abselces

Municipal employees are granted 30 days of vacation and 1g days of sick leave annually.
Vacation leave 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 ernpioymeni prior to
use ofall or part ofthe sick leave terminates all rights for compensation, exc;pt for employees
with ten years or more ofservice 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 31, of prior year. Employees, maximum allowed
accumulated vacation, with the employer's share of payroll taxes, is accounted for in the
Statement of Net Assets.

l. Insurance

The Muricipality has insurance coverage for its public facilities and equipment, primarily to
provide protection in case of disaster and other losses. Also, principal officials of the
Municipality are covered under various surety bonds. The Secretary ofthe Department ofthe
Treasury of the Commonwealth of Puerto Rico is the designated agelcy to obtain the
necessary insurance coverage for the Municipality.

m. Restricted Assets

Inve s t meh ts dnd C e fi ili c at e s

Certain proceeds ofthe Municipality revenue bonds 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 resouces accumulated for debt servic€
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 azent

The cash with fiscal agent pertaining to the debt service represents properry tax collections
retained by the Govemment Development Banl< for puerto Rico and another financial
institution restricted for the pa).rrtent of Municipality's debt service (See Note 2) and unused
proceeds from bonds and notes issued principally for the acquisition or consbuction of
pemanent improvements are accounted in the capital project fund. In debt service fund are
unsecued and collateralized, as no collateral is required by govemmental banl<s.
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MUNICIPALITY OF BARCEI.ONETA, PUERTO RICO
I{OTES TO TINANCIAL STATETIENTS

JUNE 3(), 2OlO

1. SUMMARY OI' SIGNIFICANT ACCOUNTING POLICIES (Continuation)

tr. Reservalioos ofFund Balance

Undesignated fund balance available for any purpose.

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 Municipalityhas the
following reservations of fund balance:

> Encumbrances - Represent future expenditures under purchase order, contEcts and
other corffnitments. These committed amounts generally will become liabilities in
future periods as the goods or services arc received.

> Debt Sefiice Represents net assets available to fi[ance futule debt service
payments.

D Capital Projects - Reprcsent net assets available to finance future capital outlays.

D Special Revenue Furd - Represent net assets available to finance specified outlays.

D Bond lssue Fund - Represent net assets available to finance specified outlays.

D For other Purpose.s - Represent mainly resources set aside for use in fedeml and state
grant programs accounted for in the special revenue flmds, and resources available in
the general fund for the payment of certain accounts payable and commitrnents
approved by GDB.

o. Claims and Judgment

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 prepamtion of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that eIlect the reportei
amounts ofassets and liabilities and discloswe of contingent assets and liabilities at thi date
of the financial statements and the reported amounts of reverues and expenses during the
reporting pedod. Actual results could differ fiom those estimates.
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q.

l.

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

2. 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 levy, administration -d "oll"ition 

of all real and
personal property taxes.

Th€ property tax is levied each year on the assessed value ofthe property at the beginning of the
calendar year. Assessed values of real property are established at ihe estimated cunent value
existing in the year 1957 and of personal property at the curent value at the date of the
assessment.

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

The tax rate peruurnum is 10.33% for real propety and 8.33% for personal property of which
3.83% and 1.83%, respectively, belongs to the Commonwealth of puerto Rico and 4.2502 ofboth
percents belong to the Municipality. From the portion belonging to the Municipality,3%
represents the Municipality's basic rate, which is appropriated for general purposei and,
th€refore, accounted for through the general fund. The remaining portion belonging to the
Municipality of l.25oz represents the ,.ad-valorem,, tax withheld by the CRIM as fiscil agent,
and restricted for debt service, which is accounted for thrcugh the debt service fund (See note 2).
The Municipality has reached the maximum statutory tax rate limit for the basic tax while there
is IIo 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 rcsidential units. However, the
Municipaliry teceives the full amount levied, except for residential units assessed at less than
$3,500,-on wlich a complete exemption is granted. Veterans have additional exemption from
taxes of$5,000 ofthe assessed value of real property. The Department of Treasury initead ofthe
property taxpayer became the source ofpayment ilt these cases.

Complete exemption from personal ta\es up to an assessment of S50,000 is granted to retailers
with an annual volume ofnet sales under $150.000.

MUIYICIPALITY OF BARCELONETA, PUERTO RICO
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SUMMARY OF SIcNIFICANT ACCOUNTING pOLICIES (Conrinuation)
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The.CRlM reports alnually to the Municipality the estimated basic property tax and the tax to be
used for the debt service, which will be collected in the fiscar year.'Thi 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 ofthe basic tax from the taxpayers.

The basic property tax adva[ces from the CRIM are recorded in the general fund as other
financing sources. As this ta\ is collected and reported by the CRIM, it is ricorded in the general
fund as revenue. The property tax received from the Departrnent of Treasury, which is related to
the exoneration $anted by the Commonwealth of puerto Rico is reflected as rcvenue in the
general frrnd.

since the collection of propeny taxes from the taxpayers is under the administration of the
CzuM, the Municipality recognized as an expenditure the operational expenses allocated by the
CRIM to the Municipality, which amounted to $354,239 during 2010.

The.following is a summary of the property tax advances that resulted in an accounts payable,
for the year ended June 30, 2010. The resulting payable is prcsented as a decrease in the genetal
fund and the Govemment Wide Financial Statements.

Account palable

ortization through collections ofpropertytaxes by the CRIlr,l
07-01-09 - 06 -30- t 0 9,288,426

Advance received, 07-01-09 - 06-30-1 0 85,715
Amount paid 0,7 48

-27 -
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3. DEPOSITS

The Municipality's cash and investments at June 30, 2010, were entirely covered by the Federal
Depository Insuance Corporation by collateral provided by the banl<s and ireld by the
Deparhnent.ofthe Treasury pursuant to applicable laws and regulations. Cash with fiscal agent is
maintained in interest-bearing accounts in the Govemment Development Bank for puert; fuco
and is collaterized by the Commonwealth ofpue.to Rico.

Puerto Rico laws authorize govemmental entities to invest in direct obligations or obligations
guaranteed by the federal govemmert or the Commonwealth ofpueno Riio. The Municipality
is also allowed to invest in bank acceptances, other bank obligations and certificates ofdeposit in
financial institutions authorized to do business under the federal and commonwealth laws.
During the year, the Mulicipality invested its flmds in interest-bearing barlk accounts, and
short-term certificates ofdeposit ifdue date is not more than 90 days, thelertificate considered
as cash equivalents.

4. CONCENTRATION OF CREDIT RISK

The Municipality maintains its cash account in local commercial banks, whose accounts are
insured by the Federal Deposit Insurance Corpomtion (FDIC) up to $250,000. Deposits in
excess of $250,000 are collatedzed by the bank securities to property safeguard ,u"h funds.
Nevertheless, management believes that concentration ofcredit risk is limited because balances
are deposited with high standing financial institutions.

5. MUNICIPAL LICENSE TAXES

The volume of business tax is levied each year based on the prior yea/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 fuco. Al1
taxpayers are required to file an annual retum ofbusiness volume by April 15 ofeach year.

The tiu rates are as follow:
l% for financial institutions
for all other organizations 0.570
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5. MUNICIPAL LICENSE TAXES (conrinuatior)

The defened revenue ofthe general fund correspond to the business tax levied received from the
next Iiscal year.

The minimum gross tevenue to file the Volume of Business Tax Declaration is $5,000 and the
minimum tax payable is $25. The date to file rhe Volume of Business Tax Declaration is Ap l
15. The Municipality gants a 5oZ discount, if the taxes are paid on or before April 15.
Otherwise, 500/0 of taxes payable must be paid within the firat 15 days of each semester
beginning with the first semester ending December 3l.

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 curre[t year.
Municipal license taxes collected prior to June 30, 20lO but pertaining to the next fiscal year are
recorded as defened revenues.

6. INTERFUND 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 of intemal transactions of Jtme 30. 2010 ate
as follows:

For the most part, the effect of inter-fund activity has been rcmoved from the Statement of Net
Assets (Goverunent Wide Financial Statements).

Due From Due To

Head Start Program s

1 10,838
Other Funds 1,778,912

-29-

F unds
General s 1-894.725 $

4.466 t 7 ,629
Hud Programs

8,t88
TOTAI, $ 1,907.379 s I,907.379



7. INTtrRGOVERNMENTAL REVENUES

Soulces of intergovemrnental revenue consist prima ly of govemmental payments from the
Commonwealth of Pueio Rico and in lieu of tax,, payments ftom certain ,.quasipublic,,

corpomtions, such as the Puerto Rico Electric Power Authority.

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

DUE TO GOVERNMENTAL ENTITIES

As of June 30, 2010 balances due to govenrmental entities of the geleral fund consists of the
following:

MI'ITICIPALITY OF BARCELONETA, PUERTC' RICO
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8.

Puerto Rico Retirement Svstem r85.t58
Ceneral Administration Services 116,97 4
Pueno Rico Department of Labor 157,50',7
Puerto Rico TeleDhone Com 10.5 r6
Puerto Rico Water A uthorit 59,621
querto Rico Employee Association System
Puerto Rico Department ofTreas 102.943
Municipa I Revenue Collection Centei 28,037
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9. CAPITAL ASSETS

Include those changes pusuant to the implementation of GASB Statement No. 34, follows.
Land and construction in progress are not subject to depreciation.

Capital assets activity for the year ended June 30, 2010 was as followst

Retirements

and transfers
dis po sitions

$

Balance
6/30/20W Additions

Balance
6/30/20t0Gwertrmentrl sclivilies:

Capital asseti not being depreciated:
Land

Constn ction in progress
Totalcapital assets not being depreciaed

Capital asets, being depreciated
Buildings and building improvements
Infraestlucture
Vehicles
Equipment

Total capital assets being depreciated
Less: accumulated depreciat ioo for

Buildings and building improvements
I nfraestructu rc
Vehicles
Equipment

Total acqrmulated depreciation
Total capital assets being depreciate4 net*ffiire&ree

----1d3416 20,986,193

$ r,94,657 $
18,347,968 20,9S6,19;

$ 1,9945s7
39,334,161-S-llJ-rs-IlT-

42,625,648
16,71s 949
7,280 215
6,795,888-----TTvnj@-

42,45,648
16,715,949

64r 8,406
6,522"575

861,809
273,3 )3

-rr2r'318---Ifi=,Tzr-
t 1,596,'.7 49
9,315,727
4,886,906
2,673,t32

7 52,4',79

125,93 |
294,391
476,27 4

t2,349 228
9,44t,658
5,t8129',7
3,149 406

Depreciation expense was charged tofitnction programs ofthe Municipality as follows:

Governmental activities:
General government $ 90,400
Public safety 83,099
Public work 890,699
Culture and recreation 3.252
Health 5t\,t47
Educational and training 70.4',18

Total depreciation expense go\€mmeltal activities

-s--6aJ5t6-s--r-z;i2TJ'itT-[EF:07-5--S--Sir6ze-,r
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9. CAPITAL ASSETS (continued)

Government Wide Fitrancial Stalemetrts

capital assets purchased are carried at historical costs. contributed assets arc 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 incuned for repairs
and-maintenance are expensed as incured. Depreciation on capital assets is calculated using the
straight-line method over the following estimated useful lives:

Vehicles, Heavy Equipment 5-25 $300
Fumiture and Fixtue 5-10 $300
Computer and Electonic Equipment 5 $300Buildings 50 $ I
Inftastructure 60 $ I
Improvements 20-40 $ 1

In addition, the Municipality assigned a 100/o residual value on most Capital Assets.

Fund Fi[atrcial Statements

The Municipality charged costs of capital outlays as expenditures categories in the
Govemmental Fund Financial Statements.

10. CHANGES IN GENERAL LONC-TERM DEBT

General in General Lonq Term Debt

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

The following is a summary of Bonds outstanding at June 30, 2010.

Descfiption
Beginning
Balance Additions Reductios

Ending
Balance

General Obligations Bonds $ 47,693,776 $ 9,637,000 $ 2,874,000 $ 54,456,776

Balance
06-30-10

Due within
One Year

ries 1984. $263,000 payable in annuat instatifrEiE6
$18,000 until 2009: with interest of 5oZ. $ 13,764
Series 1992, $229,000 payable in annuat instan-mEn -

$17,000 until2016: with interest of5.75%.

SUB-TOTAL $ 101.764
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11. CIIANGES IN GENERAL LONG-TERM DEBT (continued)

General Obligation Bonds:

Description Balance
06-30-10

Due within
One Year

Series 1992, $257,000 payable in annuat insta menrs ofg6,000 ro
$19,000 rlntil 2016: with interesl of5.75%. $ 99-000 $ 14,000
Series 1992, $600,000 payable in annual insrai tmenrs .r S r:,OOO ro

$44,000 undl20l6: with inieresr ot5.75%. 229,000 i3,000
Series 1993, $277,000 payable in annual installmenls of$6,000 io

$21,000 unril 2016: wirh interesl of5.75%. ll I.000 16,000
Series 1995, $411,000 payable in annual inslalments 

"rSS,00010$29,000 until 2018: with interesr of6.62%. 193,000 20,000
Series I 998, $ I ,3 80,000 payable in annual inslallments of $ I 5,000 ro

$ 120,000 until2022: with interest ranging from 4.87o/oto 6-56yo. 1,025,000 50,000
Series 1998, $105,000 payable in annual insrallmcnts of$2.00010

$7,000 until 2023: wirh inrerest of4.5%. 68,000 .1.000

Series 1999, $1,710,000 payable in annual inslaumenls of$65,000 to
$185,000 until 2013: with in.eresr .anging from 2.7% to 7.8r%. 655,000 r45,000
Series 1992, $3,250,000 payable in annual installmenrs of$25.000 to

$160,000 unlll 2012: wirh inrcresr ranging from 7.t% ro 9%. '/63.Ot2 150,000
Serie 2008, $315,000 payable in annual installmenB of935.00010
$55,000 unlil 2014: with inleresr ranAing from 1.93% 1() 7_5%. 240,000 40,000
Serie 2008, $1,840,000 payable in nual installments of$70,0001o
$I95,000 until2022: wirh interesl rangina from 3.93o/o ro I.5o/0. 1,695,000 80,000

Serie 2008, $1,205,000 payable in annual installments of920,000 to
$105,000 until 2032i with inrerest raneins from j.93% lo 7.5%. r,r65,000 20,000
Serie 2008, $860,000 payable in annual installmenB of$15.000 1()

$?0,000 unlil2032: wilh inreresr mngins lrom 1.93% ro 7.5%. 830,000 15,000
Serie I997, $5,875,000 payable in annual insrallments of$80,000 ro
$515,000 until 2021; with interest rmai.g tbm 4.879/0ro 6.15o/o. 4, t45,000 220,000
Serie 1995, $660,000 payable in annual installments of$15,000 to
$75,000 untit 2013; with interesr mnsine fbm 6.t l% to 7.71%. 240,000 50,000
Serie 1993, $833,000 payable in annual insrallmenls of$tS,o0010
$65,000 unri120l6; with inleresr of5.25%. r35,000 48.000
Serie 2005, $5,s00,000 payable in annual installmenls of5200,000 ro
$375,000 until 2022: with interesr of l-l%. 4,.125,000 275.000

Serie 2006, $10,9.10,000 paynblc in annual ;nstallments of$210,000 to
$775,000 until2030; with interesl rangine tbm 4.t7% to 5.3 t%. I0,015,000 265.000
Serie 2006, $3,695,000 payable in dnual insrallments ofS70.0O0 to
$265,000 until 2030; with inrcrest raneins fom 4.17% to 5.31%. 3.385.000 90,000
Serie 2007, $260,000 payable in annual instaltmenrs of$Jo,000lo
$50.000 until 20 lli $irh intcre.L raneine fom 1 ol"o io 7," 165.000 35,000
Ser;e 2007, $120,000 payable in annual installmenrs of$10.000 to
$15,000 until 2016; with interesl Enaine fbm 3.93% ro 7oZ. 90,000 IO,O00

SUB-TOTAL s 29,873,0t2 $ 1,580,000
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- 11. CHANGES IN GENERAL LONG-TERM DEBT (continued)

General O Bonds:

Description Balance
06-30-t0

Due !yithin
One Year

Serie ?007, $2,010,000 payable in annual insraltments of$j0,000 to
$16J,000 until203l;wirh inlerest ranging fom l.9l% to ?%. $ 1,910.000 $ 40,000

Serie 2007, $5,630,000 payable in annuatinstaltments of$90,0001o
$450,000 until203l;with interest ransins fom 3.93 to 7%. 5,345,000 1r0,000

SUB-TOTAL 7,255,000 150,000

Revenue on Bonds:

Descriptiot Balance
06-30-r0

Due within
One Year

Serie 1997, $400,000 payable in annual installments of$t0,000 to
$40,000 until 2016; with interest mneing from 3.29% ro ?.5% $ 195,000 $ 25,000

Serie 2005, S5,020,000 payable in annual installments ofS95.000 to
$380,000 until 2028; with interest ranging from 4.5% 10 67. 4,260,000 130,000

Serie 2008, $3,555,000 payable in annual installments of$50,000 to
$300,000 until 2032; wi.h interest ranging from ]l53yo to t.So/o 3,505,000 55,000

Serie 2010, $1,595,000 payable in annual installments of$25,000 to
$135,000 until2014; wirh inleresl ranging from 5% to 7.5% 1.595,000 25,000

Serie 2010, $1,827,000 payable in annual insrallmenls ofS25.000 to
$152,000 until 2034; with interest ranging from 5% to 7.5% 1,827,000 25,000

Serie 2010, $605,000 payable in annual insrallmenls of$70,0001o
$105,000 unlil 2016; with inreresr raneing from 5% to 7.5% 605,000 70,000

Serie 2010, $345,000 payable in annual installmenrs ofg40.000 to
$65,000 until20l6: with interesr raneing from 57o to 7.5% 345,000 40.000

Serie 2010, $5,265,000 payable in annual installments of$370,000 to
$720,000 until 2019; wiih interesl rang;ng from 5% ro 6.5% 4,895,000 370,000
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The annual debt service requirementsfor the bonded debt oulsldrrding as June 30, 2010 are as
lollows:

Year Ending Principal Interesf Total
201l $ 2,620,s00 $ 3,178,135 $ 5,798,635
2012 2,133,000 3,122,119 5,855,1l9
2013 2,610,000 3,009,09t 5,619,091
20t 4 2.875.000 2,839,174 5.7 | 4,174
20t 5 2,605.000 2,6',71,7 40 5,279,',7 40

Subsequent years 11,0t3,2'76 2t,121,082 62,t34,358

12.

The Municipalify is required to limit the amount of general obligation debt to l0% ofthe total
assessment of property located within the Municipality, for bonds to be repaid with the
proceeds of property tan restricted for debt services. Other obligations include compensated
absences; LIMS rcfinance debt, claims andjudgnents.

DEBT SERVICE FUND

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 collectioN 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 ofthe general obligations bonds and notes.

The Govemment Development Bank pays principal and interest on these obligations for puerto
Rico lrom fi.rnds obtained from the Following:

laxes $ 4,362
General funds I SSZ.OAo
Municipal sales ta^ | 526,601

Etpehditures for the
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13. RETIREMENT PLAN

OLD PLAN (LAW ,147)

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 thi Goverrnent
of Puerto Rico and its instrumentalities (ERS). ERS covers all regular full time public
employees working for the central govemment, public corporations and the municipaliiies 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 disabilitie;.
Benefits vest after ten years of plan participation. The system was creaied under Act 447,
approved on May 15, l95l, "Retirement Pensions, Disability and Death Benefits,,, as arnended,
and became effective on January l, 1952. ERS issues a publicly financial report that includes
financial statements and required supplementary infomation ofthe plan, which may be obtained
from the ERS at G.P.O. Box 42005, San Juan Puerto Rico. 00940.

The annual retircment benefits for those regular full-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:

Elieibility

Age 55 and 30 yeals
Of service

Under 55 and 30 years
Of service

Pension Benefits

75olo of average highest compensation
during any years ofcredited service

650Z of average highest compensation
during any 3 years ofcredit service

Participants in the System who retire pdor to 30 years of credited service are entitled to an
annual retirement benefit equal to 1.5% ofthe highest compensation in any 3 years of credited
service for each year of service up to 20 years, and 2% for each year in excess of20 years.

No benefit is payable ifthe panicipant receives a refund ofhis accumulated contdbutions.

Additional information of ERS is provided in its financial statements fo. the year ended
June 30, 2010 a copy of which catr be obtained from the ERS, Minillas Station, pO Box
42003, San Juan, PR 00940.
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13. RETIREMENT PLAN (Conrinuation)

NEW PLAN (REIORMA 2OOO')

Eligibility

Age 65 with l0 years
of service

Pension Benefits

1.57o of average compensation during
the final 5 years of credited services
multiples by the numbers of years
credited service

For both plans, the employees are vested when attaining ten years of plan padicipation.
Disability and death benefits are available with certain limitations and all arnuities in pay srarus
will be increased every three years by 3% subject to the approval by the Legislature of puerto
Rico.

Reforma 2000 is a hybrid defined contribution plan, also known as a cash balance plan. Under
this new plan, there will be a pool of pension assets, which will be invested by ERS, together
with those ofthe current defined benefit plan. Benefits at retirement age will not be guaranteed
by the Commonwealth of Puerto Rico. The annuity will be based on a formula which assumes
that each year the employee's contribution (with a minimum of8.275y0 ofthe employee,s salary
upon to a maximum of l0%) will be invested in an account which will either: (1) eam a fixed
rate based on the two-year Constant Maturity Trcasury Note or, (2) eam mte equal to 75oZ ofthe
retum ofthe ERS'S investment portfolio (net ofmanagement fees), or (3) eam a combination of
both altematives. Participants will receive periodic account statements similar to those of
defined contribution plans showing their accrued balances. Disability pensions will not be
granted under Reforma 2000. The employer's contribution (9.275% of the employee,s salary)
will be used to fund the current plan.

fundins Policy

The Act 447, as amended, is the authority under which obligations to conrribute to the plan by
the Plan membeN, 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.
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13. R-ETIR-EMENTPLAN(Condnuation)

Contribution Reouirements

The Municipality's total payroll for the fiscal year 2010 amounred to approximately
$16,863,391. Common wealth legislation requires employees to contibute 5.775% of gross
salaries up to $6,600 plus 8.275yo of the gross salary in excess of g6,600. Municipaliiy is
required to contribute 9.275% of gross salary annually during year 2009. Municipality is
required and actual contribution under Act 447 and Reforma 2000 were $362,169 and $4g7.601
respectively.

Acluarial Valuation

As ofJune 30,2009, the ERS has ar untunded accrual liability of approximately $17.1 billioq
representing a 9.7Yo fwding ratio. This information is not available by each participating
govemment agency or municipalities.

Net assets of the system consist principally of investments in stocks and bonds and loans to
participants. The prcjected unit credit actuarial cost method was used for the actuarial
calculation. Significant assumptions werc as follows:

a) Interest rate
b) Salary increases
c) Pre-retirement Mortality

Post-retirement Health Mortality

7 .5o/o a Year
3.0Yo Yeat
For General Employees and Mayors, RP-2000
Employee Mortality Rates for males and females
projected on a generational basis using Scale AA.
For members covered under Act 127. RP-2000
Employee Mortality Rates with blue collar
adjustments for males arld females, projected on a
generational basis using Scale AA.

Gender-specific moltality rates were developed
based on a study ofplan's experience from 2003 to
2007. Sample rates shown below are as of2005
and are thereafter projected on a generational basis
using Scale AA.

RP 2000 Disabled Annuitant Mortality Rates,
without projection.

Post-retirement Disabled Mortalitv
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- 13. RETIREMf,NT PLAN (Continuation)

_ Actuarial Valuation (Continued)

d) Termination

- e) Disability

Withdrawal rates vary by employee category.

Rates are based on the six month elimination period
rates in the 1987 Commissioners Group Disability
Table, adjusted as set forth in the table below.
Rates ofdisability cease to apply once a member is
eligible lor lhe 759o ofrhe Highesr Salary maximum
benefit.

100% ofdisabilities occurring while in active
seNice are assumed to be occupational for members
covered under Act 127. For other members, 90% of
disabilities occurring while in actire service are
assumed to be occupational and l00Z are assumed to
be non-occupational.

Adjustment to 1987 CGDT
Act Members Covered under

Act 127
Other

Members
447 100% 75%
I t00% 7 50/o

2000 I 00% if more than I 0 years
from retirement eligibility.

3000/0 if at or past retirement
eligibility.

lnterpolated from 10002 to
300% in the l0 years leading
up to rctirement eligibility.

'15%
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rruNE 3(), 2010

13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

0 Retirement Rates ofretirement vary by employment category,
Act, and by age and years ofCreditable Service.

Act 447 General Employees (IDcludes General Hazardous Emoloyees)
Service Condition

Age l0 vears 25 years 30 years
45 to 49 10.00/"
50 to 53 15.0

54 20.0
55 ro 57 10.0% 20.0

58 5.0% 10.0 20.0
59 to 64 10.0 15.0 20.0
65 to 69 15.0 15.0 20.0

70 100.0 100.0 100.0

System 2000 General EmDloyees
Age Non-hazardous Hazardous

60 to 66 15.0% 12.ovo
67 100.0 r00.0

Act 447 Police & Fire
Service Condition

Age l0 Years 25 years 30 vears
45 to 48 10.00/o

49 15.0
50 7.0% 15.0

5l to 56 15.0 20.0
57 2l).0 30.0
58 2.5vo 20.0 100.0

59 to 64 10.0 25.0
65 to 69 10.0 30.0

'70 100.0 t00.0
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- 13. RETIREMENT PLAN (Continuation)

_ Actuarial Valuation (Continued)

System 2000 Police & Fire
Service Condition

Age 10 years 25 years 30 vears
45 to 48 9.0%

49 13.5
50 6.3% 13.5

5l to 56 13.5 18.0
57 18.0 2',7.0

58 2.25vo 18.0 27.0
59 to 64 9.0 22.5 27.0
65 to 69 9.0 27.0 31.5

'10 100.0 100.0 100.0

g) Propofiion ofparticipants with spouses 50% ofparticipants assumed to be manied at
rctirement, with females assumed to be four years* younger than males.

h) Number ofemployees electing high 15% ofretiring employees assumed to pay
contributions retoactive contributions at retirement.

- D Cost-of-living adjustments 3% every third year

Accordingly, the pension expense for fiscal year 2010 was approximately $850,000 that
- represented 100% ofthe contributions required by funding policies ofthe Plan.

- 14. LONGTERM LIABILITIES

_ Comoensated Absences

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, in which sick leave amounts for both
employees who currently are eligible to receive termination payments and other employees who

expected to become eligible in the future to receive such payments upon termination are
included.
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO T'INANCIAL STATEMENTS

JUNE 30, 2010

14. LONG TERM LIABILITIES (continuation)

ComDensated Absences (continuation)

The changes in Compensated absences for the year ended June 30, 2010 are as follows:

LEASES

Operating Leases

The Municipality has several short-tem openting lease agreements covering some of the
Municipality's premises and equipment. Most of the agreements are renewed annually. Total
rental expenditues for the year ended June 30, 2010, were approximately $780,820 included in
all funds.

CLAIMS AND CONTINGENCIES

Cohtingencies

As per Act No. 72 of Septembq 7, 1993, Act of the Health Insurance of PR Admidstration",
(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 ofPR Administration.

On July 1, 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 eamed from the additional
lottery games.

Federal Prosrams

The Municipality participates in a number of federal financial assistalce progrums. Although the
Municipality's grant prograns have been audited in accordance with the provisions ofthe 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 g@ntors 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 vvith
applicable gant 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 immatedal.

Governmental activitv June 30, 2009 Net increase June 30, 2010
Due within
One year

Compensated Absences $2,389,061 $ 242,37 s $2.63 1.,r36 $472,610
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16. CLAIMS AND CONTINGENCIES (continuation)

Corhp tro I let's Ofli c e A udits

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

Contineencies and claims and iudqments aeainsr the Municioaliw

The Municipality is a defendant in a number of lawsuits arising p ncipally ftom claims against
the Municipality for alleged improper actions. It is management's opinion, based on the advise
ofthe legal counsel, that the probable claims against the Municipa[ry not covered by insurarce
are not determined at Jute 30, 2010.

17. MUNICIPAL SALES TAX

Pusuant to the provisions ofthe Law number 80 ofJuly 29,2007 and effective August 1, 2007,
the citizenship contribution was uniformly established in 1.5%, ofwhich 1% will be collected by
the Municipalities and the remaining .5% will be collected by the Treasury Department of the
Commonwealth of Puefio Rico. Also, this Law uniformed the use ofthe contributions of 1.50/o in
the following activities; solid waste disposal costs, recycle, public works and improvements,
health services and security services.

The Municipalities ofPuerto Rico are responsible to collect l7o ofthe conesponding tax with the
same exemptions and limitations that the ponion collected by Treasury Department. The Act
provides and optional sutax on the un-processed food. This surta,\ must be apprcved by the
Municipal Legislature. The Treasury Department is responsible to c.eate the Municipal
Development Fund (.02%), the Municipal Redemption Furd (.02%) and the Municipal
lmprovements Fund (.01%0 with the remaining 0.5%. The Municipality collected $2,285,323
during the year ended June 30, 2010.

18. LAND HELD FOR SALE

The Municipality, as part ofan stategic within the "Plan de Obras y Mejoras Permanentes", has
acquired several parcels of land for sale in the near futwe. The above mentioned land is ideal for
the construction oftourism facilities, light industries and general corDmerce that will consolidate
the economic development of the Municipality of Barceloneta. The total cost o acquiring this
land is approximately $3 million.
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r9. MUNICIPAL SOLID WASTE LANDFILL CLOSURE AND POST.CLOSURE COST:

State and federal laws and regulations require the Municipality to place a final cover on the
Municipality's landfill site when it stops accepting waste and to perform celtain maintenance and
monitoring functions at the site for 30 years after closure. ln accordance with Statement No. 18
ofthe GASB (GASB l8), "Accounting for Municipal Solid Waste Landfill Closwe and post-

closure Care Costs", the Municipality has to perform a study of the activities that need to be
implemented at the Municipality's landfill to guarantee the maximum yield of available space
and to comply with applicable state and federal regulations.

The Municipality of Barceloneta discontinued the landfill operation on December 31, 1998,
allowing the United States Environmental Protection Agency (EPA) by the Consent Decree
(CERLA-00304). State and Federal laws and regulations require the Municipality to peform
certain closure procedures and establish monitoring and maintenance function at the landfill for
30 years after closure. During fiscal year-2005-2006 the U.S. Envirorlmental 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 ofthe Record of Decision and that the
remedy is functioning as designed according to the report and that the immediate threats have
been addressed and the remedy is protective in the short-term. The Municipality implemented
controls in order for the remedy to be protective in the long-term. Dudng this year the
Municipality provided maintenance and monitoring to the landfill super fund site with the
employees of public work department.

The estimated annual Post-closure applicable to entire landfill is as follows: Maintenance offinal
cover $70,000, Ground water monitoring $25,525, total landfill cost $95,525. Accordingly the
total landfill costs for the next twenty years are estimated for $1,910,500, and are included in the
wide fi nancial statements.
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_ 
20. RESTATEMENT OF 2OO9 FINANCIAL STATEMENTS

During the fiscal year ended June 30, 2010 the Municipality roted that certain liabilities had

- been overstated or understated as well as other differences related with adjustments to capital

assets and reclassification ofcertain fund balances. As a result the fund balance ofprogram funds

at June 30,2010, as previously reported, had been increased by $15,156 in the Bond issue fund,
- the debt service fund decreased by $370,357 and other funds by $62,220. The net asset was

decrease by the provision for twenty years in the landfill monitoring and maintenance.

Net Bond Deb( Other
assets issue Iund Service Funds

Besinnins balance at

June 30,2009 $ 28, r 96,96s s 7,054,072 $ 308,t 77 $ 8,489,636

Accounts payable cancelled

from prior year 15, l5 6

Acrued Expense from landfill
cost from orior year (2,s90,493) (370,s37) (62,220)

Beginning balance, as

restated June 30, 2009 s 2s,606,A72 $ 7,069,228 $ (62,360) s 8,4214t6

-45-



JUAN A. FELICIANO CHARNECO
Certified Publlc Accountant

Urbanizaci6n Matienzo
151 Calle Miguel Salas
Arecibo, PR 00612

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

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

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARS

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

I have audited the financial statements ofthe governmental activities of Municipality ofBarceloneta,
Puerto Rico as of and for the year ended June 30, 2010 and have issued my report thereon dated
December 9,2010. 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
Go,rernme t Autliting Standards, issj€dby the Comptroller General ofthe United States.

lntemal Control Over Financial Reponine
In planning and performilg my audit, I considered Municipality ofBarceloneta, intemal control over
financial reponing as a basis for designing my auditing procedures for the purpose ofexpressing my
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Municipality of Barceloneta intemal contol over financial reporting.
Accordingly, I do not express an opinion on the effectiveness of the Municipality of Barceloneta,
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
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely eflects the Municipality of Barceloneta Puerto fuco's ability to
initiate, authorize, record, process or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement
the of the Mudcipality of Barceloneta, Puerto Rico's financial statements that is more than
inconsequential will not be prevented or detected by the Municipality ofBarceloneta, Puerto Rico's
intemalcontrol.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that
res,lts in more than a rcmote likerihood thu, a materiar misstatement oftf,e financial statement; wil
not be prevented or detected by the Municipality ofBarc€lonetq puefio Rico,s intemal confrol

My consideration of the intemal conhol. over financial reporting was for the limited purpose
described in the fi..r paragraph ofthis secrion and wourd not neces;ar y identify aI deficienciis in
the intemal control that might be significant deficiencies or material weakness. 

'we 
did not identify

any deficiencies in intemal control over financial reporting that we considered to be material
ueakness, as defined above.

ComDliance and Other Mafters
As palt ofobtaining reasonable assurance about whether Municipality ofBarceroneta, puerto fuco,s
financial statements are free ofmaterial misstatement, I peformed test ofits compliance with certain
provisions of laws, reg.rations, contracts! and gmnt agreements, noncompliance with which could
have a direct and mate al effecr on rhe determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of my audit, an;
accordingly, I do not express such an opinion. The resulB of my tests d'isclosed no instances of
noncompliance or other matters that are required to be repoted under Govemment Auditing
Slandards.

I noted certain matters that I reported to management of Municipality of Barceloneta puerto Rico in
a separate letter dated December 9- 2010.

This report is intended solery for the information and use of management, Municipal counc and
federal awarding agencies and pass-tlrougl'r entities and is not intendid to be and should not be used
by anyone other than these specified parties.

Arecibo, Pueflo Rico
December 9- 2010

The stamp number 2541923
was affixed to the
odginai ofthis reporr esql,rej

, FELICIANO CHARNECO

cember 1, 2013

-47 -



JUAN A. T'ELICIANO CHARNECO
Certified Public Accountaut

Urbanizaci6n Matienzo
l5l Calle Miguel Salas
Arecibo, PR 00612

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

REPORT ON COMPLIANCE WITI.I RXQUIRXMENTS APPLICABLf, TO
f,ACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCE WITH OMB-CIRCULAR A.I33

To the Mayor and Municipal Council ofthe
Murf cipality of Barceloneta

Barceloneta. Pueft o Rico

Compliance
I have audited the compliance of the Municipality of Barceloneta, with the t)?es of complia.nce
requirements described in the U.S. Office of Management and Budget (OMB) Circular ,4-133
Compliance Supplemerr, that are applicable to each of its major federal programs for the year ended
June 30, 2010. The Municipality of Barceloneta major federal programs are identified in the
summary ofauditor's results section ofthe accompanying schedule offindi[gs and questioned costs.
Compliance with the requirements oflaws, regulations, contracts and grants applicable to each ofits
major federal programs is the responsibility of Municipality of Barceloneta's management. My
responsibility is to express an opirion on Municipality of Barceloneta compliance based on my
audit.

I conducted my audit ofcompliance in accordance with auditing standards ge[erally accepted in the
United States of America; the standards applicable to financial audits contained in Govemment
Auditi g Stanclards, issued by the Comptroller General ofthe United States; arld OMB Circular A-
133, "Audits of States, Local Govemments and Non-Profit Organizations". Those standards and
OMB Circular .4-133 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 program occurred. An audit includes examining,
on a test basis, evidence about Municipality ofBarceloneta' compliance with those requirements and
performing such other procedures as I considered necessary in the circumstances. I believe that my
audit provides a reasonable basis for my opinion. My audit does not provide a legal determination of
Municipality of Barceloneta's compliance with those requirements.

In my opinion, Municipality ofBarceloneta, Puerto Rico, complied, in all material respects, with the
requirements refered to above that are applicable to each of its major federal programs for the year
ended June 30, 2010.
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Intemal Cootrol Over Compliance
The management of Municipality of Barceloneta is responsible for establishing and maintaining
effective intemal control over compliance with requirements of laws, regulations, contracts and

$ants applicable to federal programs. In planning and performing my audit, I considered
Municipality of Barceloneta intemal control over compliance with the requircments that could have
a direct and mate al effect on a major federai program in order to determine my auditing procedures
for the purpose of expressing my opinion on compliance, but not for the purpose of expressing al
opinion on the effectiveness of Municipality of Barceloneta intemal control over compliance.
Accordingly, I do not express an opinion on the effectiveness of Municipality ofBarceloneta, Puerto
Rico_s inlemal control over compliance.

A contrcl deficiency in an entity's internal control over compliance exists when the design or
operation of a control does not allolt, management or employees, in the normal course ofperforming
their assigned functions, to prevent or detect noncompliance with a type of compliarce rcquirement
of a federal program on a timely basis. A significant d.eJiciency is a control deficiency, or
combination of contol deficiencies, that adversely affects the entity's ability to administer a federal
program such that there is more than a remote likelihood that noncompliance with a R?e of
compliance requircment ofa federal program fiat is more than inconsequential will not be prevented
or detected by the entity's intemal contol.

A material weakness is a significant deficiency. or combination of significant deficiencies, that
results in more than a remote likelihood drat material noncompliaoce with a qpe of compliarce
requirement of a federal program will not be prevented or detected by the entity's intemal contlol.

My considemtion of inlemal control over compliance was for the limited purpose desc bed in first
paragraph of this section and would not necessarily disclose all defrciencies in intemal control that
might be signilicant deficiencies or material weaknesses. I did not identiry any deficiencies in
intemal control over compliance that I consider to be material weaknesses, as defined above.

This report is intended solely for the information and use ofmanagement, Municipal Council, others
within the entity, 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.

Arecibo, Puerto Rico
December 9,2010

The stamp number 2541924
was affixed to the
original ofthis report

d5qt 5eq

JUAN A. ICIANO CHARNECO
cense No.

1 ,2013
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MUITICIPA.LITY OF BARCELOI{BTA, PUERTO RJCO

SCHEDI'LE OI. EXPEITDITURES OF. FEDERAL AWARDS

FOR THE FISCAL YEAR EIIDED JUIIE 30, 2OIO

Federal Grantor/ Pass-throueh Granlor ProsraD Title
federrl CIDA

U.S. Depanment ofHousinq and Urban Development

Pass€d-through State Commissioner of Municipal Aftirirs
Communiry Plann;ng and D€velopment

Communily Developmenl Block Grant (State Proemm)
CDBG.2OO9

CDBG.2OO8

CDBG.2OO7

CDBG.2006
CDBG.2OO5

ARRA - Comlnuniiy Development Block G.aDt Progrlm
ARRA Enaitlemera Grarl

Direcl Pmgram:

ARRA - Homeless Prevention & Rapid Re-Housing Progran
Seclion 8- Housing Choice Vouch€r

Community Development Block Crant - Secrion 108

loan guamnte€

Total U.S. DepartmeD( ofHousing aDd Urban Developmert

U.S. Depanme.t ofHealtb and Human Senices:
Administration for children and families

Direct Prcgram:

Earl) Head Slan

ARRA - Early Hed Stnrt

Passedlhrough the Commonweallh ofPuedo Rico Govemos Oflice for the:

Cde and Inlegml Development ofChildren:
Head Start

ARRA Head Start - Stimulus
Child Care Mandatory matching fund of the Child Care

and D€velopment Fund

ARRA Child Care Development Block Grant

Passedlhrough lhe Commonwealrh of Puerto Rico Co!€moB Olfice lor the:

Adm;nistmdon on Aging
SpecialProgram for the Agi.g - Tille III, Pan B Granl for

Supponive Service snd S€nior Center

TorrlU.S. Dep.nmetrr ofHerlrh rnd Human Senice

I4.218

l4.2lE
I4,2IE
t4 224

14.228

14.251

t4.257

I4.871

14.218

2009

2008

2007

2006

2005

CDBG.R

N/A
RQ-46-V-054-002/004

64,770

267.030

593,700

148,139

86,699

33,338

1.194.276

37,O57

't64,999

18,002N/A

02-clr-9892-03
02-sE-9892-01

820,058

2,0t4,334

1.007.615

72,058

93.600

93.709

93.600

93.708

93.596

93.713

1,079,673

02-cH-0483

cHC-0421

N/A

2,839,430

36,276

408,309

5,850

3,289,865

89.ri0
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MUI{TCIPAIITY OI. BARCEIOIIETA, PUERTO R.ICO
SCHEDULE OF EJXPEI{DITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR EI{DED Jt NE 30, 2O1O

Federal Grantor / Pass-throuqh Granror Proerim Tirte
Federal CFDA Pass{hrough

U.S. Depanmenl of A qricullure:

P6sed-lhrough the Commonweallh ofP.R. Govemors O1Iice tor the:
D€panment ofEducalion

Child Care Food Pmgmm

Child Care Developmenr Food P.oSram

Early Child Food Pro8ram

Toaal U.S. Deprrtment of Ag.iculture

U.S. Departmenl of Transpo.latio. F€deral Tmnsil Adminisnalion

Federal Transit - Capilal lnvesrment Grants

ARRA Federil Trinsit Fo.Dula Grants

Passed+hrcu8h the Commonwealth ofP.R. Govemors Ofllceof
Pue.to Rico Trafilc Safely Commission

State and Communi0 Highway Saiery

Total U.S. Department of Transportstiotr federrl Trrnsit AdmiDist.rtion

U.S. Deoartmenl of Transportation Federal T.ansir Administratio.
Passed-through fte Commoow*lth ofP.R. Govemo6olfice of
Depanmenl of Jusfice P.R.

ARRA federal Transit formula Grrtrts
Totil U.S. Deprrament ofJustice

t0.558

10.558

10.558

20.50n

20_507 N/A

103,344

,587
94,770

409,701

r.019.546

204.605

20.600

16.801

105,261

1,329,112

118.072

118,072

$ 8,310,207TOTAL EXPENDITURE FEDER{L AWARDS

See notes lo the schedule ofe\penditures oi federalawa.ds.
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MUI{ICIPAIITY OF BARCELONETA, PUERTO RICO
NOTF,S TO THE SCHEDULE

OT E:XPENDITURES OF FEDERAL FINANCIAL AWARDS
FOR THE FISCAL YEAR ENDED .,UNE gO, 2O1O

(1) GENERAL

The accompanying schedule of expenditures of federal awards includes the fedeml $ant
activity ofMunicipality ofBarceloneta, Puedo 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 ofOMB Circular A-133, Audits ofStates, Local Governments, and Non-Profir
Organizations.

(2) MAJOR FEDERAL AWARDS

The Community Development Block grants, Housing Assistance Payments Pro$ams, Health
and Human Services Programs, U.S. Department of Agriculture Food Programs, Federal
Transit Administration Program and American Recovery and Reinvestment Act Stimulus
Programs represents the major federal hnancial awards of the Municipality. Major federal
awards represent 96yo 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 oflice of management and budget catalog of
Federal Domestic Assistance.

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

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

Desc riotion
Hud

Programs
Head Start
Programs Other funds Total

Federal Programs
ExDenditures $ 2.014.334 $ 4.458.688 $ r,8s7, r 85 $ 8,330,207
State & Municipal
Expenditures 10.076.365 $ 10,076,365

TOTAL s 2,014,334 $ 4,4s8,688 $ 11,933,550 $ 18,406,572



MUNICIPALITY OF BARCEIONETA
SCHEDULE OF TINDINGS AND QUF^STIONED COSTS

FOR THE YEAR ENDED JUNE 3(), 2O1O

A. Summarv ofAudit results

Financial Statements

Type ofauditor's report issued:

Intemal control over financial rcporting:

Material weakness (es) identified?
Signifi cant dehciency(s) identified not considered

to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards

Intemal control over major programs:

Material weakness(es) identifi ed?

Signifi cant deficiency(s) identified not
Considered being material weaklesses?

Tlpe ofauditor's repod issued on compliarce
for major programs

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

X Yes No

Yes X No

Yes X No

Yes X No

Unqualified

Yes X No

Unqualihed

Yes X No
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MUNICIPALITY OF BARCELONETA
SCHEDULE OI. FINDINGS AND QUESTIOITED COSTS

FOR THE YEAR ENDED JUNE 30, 2O1O

Identification of Maior Proerams

Dollar threshold used to distinguish
Between type A and type B Programs

Auditee qualified as low-risk audit

300,000

X Yes No

B - Financial Statements Findines
No mafters were reported regarding reportable conditions, material
weaknesses, and instances of non-compliance related to the financial
statements that are required to be repoted in accordance with
paragraph 5.18 tkough 5.20 ofGovernmental Auditing Standards.

C - Federal Award Findinss and Ouestioned Costs

Federal Program Informatio[

CFDA Number(s) Name ofFederal Prosram or Cluste.

14.87 t
Section 8 Housing Choice Voucher

93.600
Head Stan
Earlv Head Start

93.596
Child Care Mandatory and Matching funds ofthe Child Care and
Development Fund

10.55 8 Child Care Food Program
14.228 Communi8 Development Block Grant (State Program)
20.500 Federal Transit - Capital Investment Grant
14.251 ARRA - Homeless Prevention and Raoid Re-Housins Proeram
16.803 ARRA - Bvrne Memorial Justice Assistant Grant
20.s07 ARRA - Federal Transit - Formula Grants
93.708 ARRA - Head Start
93.708 ARRA - Earlv Head Start
93.713 ARRA - Child Care Development Block Giant
14,253 ARRA - Commurity Developnent Block Grant Program

ARRA Entitlement Grant
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUF^STIOIIED COSTS

FOR THE YEAR ENDED JUNE 3(), 2O1O

Ref. No.

Program: AccountiDg and Finance Department
General Fund - Deficit
Year ended June 30,2010

Finding / Noncompliance
Questioned

Cost

2010-01 Statement ofcondition and Criteria -0-

It was noted in my lest of balance ofaccounts that the Municipality is not
complying with the criteria established by the Standards of Financial
Management Systems for Regulations for Municipal Administration and
with GASB codifications 1700, with requirements stated in OMB Circular
A-133.

Cause
The Municipality has some deficiencies in its financial management systems,
and financial reporting practices as related to the General Fund.

Effect
The lack ofdehciency in the financial management systems does not permit
the Municipality:

a) To provide services to citizens without affecting them.
b) To detemine compliance with finance - related legal and contactual

provisions.

Auditors Recommendation
The Municipality should revise and evaluate in a monthly basis revenues
and disbursements to adjust disbursements to the revenues receipts to
comply with the Standards of Financial Management Systems for
Regulations for Municipal Administration; ard with GASB codifications
1700 with requirements stated in OMB Circular A-133. Implement
measures to reduce the Municipal deficit. Evaluate the impact in the
revenues of the change in construction tax and the increase of the real and
personal taxes. Evaluate the impact in the disbusement to approve only
necessary professional services and consolidate services.

Municipalitv Response
The Municipality management took sedous and radical measures to
minimize the impact ofthis condition and expects to conect them in the near
future.
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MUITICIPALITY OF BARCELONETA
SUMMARY SCHEDULE OF PRIOR AUDIT FIITDINGS

I.OR THE YEAR ENDED JUNE 30, 2O1O

2009 - Findilg No. l: Accounting and Finance Department
General Fund Deficit
Year ended June 30,2009
Findine reoorted asain.

2009 - Finding No. 2: Section 8 - Housing Choice Voucher
CFDA No. 14.871
Year ended June 30, 2009
Findine was corrected,
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CORRBCTIVE ACTION PLAN
YEAR ENDED JUNE 3()' 2O1O

(coNTlltrrB)

Finding /Corrective Action
Planned/Persor ResPonsible:

Statemellt of Condition:
h" Generul Fund is not complying with budget balances

and criteria established by the Staudards ofFinancial

Management System for Regulations for Municipal

Admi;istration. with GASB codification 1700, with

Requirements stated in OMB Circular A-ll3 and with

Buiget requirements ofMunicipal Law number 8l of
Augus130, l99l as amended.

Corrective Action Planned:
ihe Finance Director will establish adequate procedure

to permit the prepamtion olreliable budgel and comply

u iih all standards. requirenrents and laws lhat apply'

Noel Grti6l.rez
Finarlce Director
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Airticipated
Completion Date

On or before
end of2010-11

fiscal year

Ref. No.
2010-01
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