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MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSIOI{ AND ANALYSIS

Fundamentals 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 2011. The combination ofthese two perspectives provide the
user the opportunity to address signihcant 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 meaningfirl and useful management tool for municipal management in
the decision making process.

Under the aforementioned approach, assets and liabilities are iecognized using the accrual basis
of accounting which is similar to the method used by most private enterprises. This means that
curent year's rcvenues and expenses arc accounted for regardless of when cash is received or
paid.

Financial Statemedts Components
The basic financial statemelts consist of the govemment wide financial statements, the major
funds financial statemelts and the notes to the financial statements which provide details,
disclosure and description ofthe most important items included in said statements.

Govemmental-wide financial stateme[ts - The govemment-wide financial statements which
begin on page 11 of this report arc designed to provide reads with a broad overview of the
Municipality's hnances, in a marurer similar to a private-sectot business. The govemment wide
statements provide short and long term infomation about the municipality's status as a whole.

The Statement ofNet Assets reflects information of the Municipality as whole ofa consolidated
basis and provides relevant iniomation about its financial stre[gth as reflected at the end ofthe
fiscal year. Such financial level is measured as the difference betlveen total assets and liabilities,
with the difference between both items reported as rlet assets. [t is important to note that although
municipalities as govemmental public entities were not created to opemte under a profit motive
fiamework, the retum on assets performance plays an important role in their financial operations.
The higher the increments achieved in net rcvenues, the higher the capacity to increase the net
assets figure either thru additional borowings or ttu'u intemally generated fimds.

The Statement ofActivities is focused on both gross and net cost oflhe vadous activities ofthe
Municipality. It presents infomation which shows the changes in the Municipality's net assets at
the most recent fiscal year. Based on the use of the accmal basis of accounting, changes are
reported as soon as the underlying event occurs, regardless of the timing of the rclated cash
flows. Under said approach, revenues and expe[ses are reported iD the Statement of Activities
based on the theory that it will result in cash flows to be realized in future periods.



MUNICIPALITY 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 measues cash and all other financial assets that can be readily

converted into cash. The firnd statement approach gives the user a short term view of the

Municipality's govemment operations and the basic services it provides. Since the focus of
govemment funds is narower than that of the financial statements as a whole, it also helps the

user with comparable infomation presented in the governmental activities report By doing so,

readers of the basic financial statements may understand better the long{erm effect of the

Municipality's short-term fi nancial decisions.

Infrastructure Assets
The Municipality implemented the major model portions ofGASB statemeflt 34 during the prior
years. Historically, thq govemmental larger group of assets have not been reported nor
depreciated in goverunental financial statements. The new statement requircd that this asset be

valuated atrd reported within the GoveE[rental column of the Govemmental Wide Statement.

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

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

delivered potentially to near perpetuity. lf the govemment develops the assets managemeflt

system, which periodically, by category, measues and demonstrate its maintenance of locally
established level ofservices standards, the govemment may record its cost ofmaintenance irl lieu

of depreciation. The infonnation about the condition and maintenance of condition of the
govemment infrastucture assets should assist financial statements useis in evaluating a local
govemment ard its performance over time.

Government-I ide Financial Alalysis
Statement of Nel Assets

The Statement of Net Assets reports information of the municipality as a whole. Increase or
de$ease of rlet assets may serye as an indicator of whether municipality's financial position is

improving or deteriorating. In the case ofthe Municipality primary govemme[t assets exceeded

liabilities by $29,398,551 at the close of the recent fiscal year compared to $29,306,169

at the end of previous year, as restated and showed in the following condensed Statement of Net
Assets ofthe Pdmary Govemment.

Statements of Net Assets
As ofJune 30. 2011 and 2010

2011 2010

u.rent and olher assers $ 28,921,073 $ 29.235.r89 $ (314,1l6)
88,987,408 84,62 4.929 4,362,479

117,906,4E1 113,860,1t8 .1,0d8,.163

Cu.rent and othe. liabilities 2',1,056,738 28.60t,312 1,544,634)

Lorsie.n liabililies 61,453.192 55.952,517 s,500,615

Tolal liabilities E8,509,930 E4,553,9r9 3,955,9E1

Invested in caDiral assets.
53,152,415 51.860.920 t,49t,495
10,6?5.959 3,559,025 '7 ,t 16,934

1.327,541 |,327,544
Unrestric|ed (deficit) (35,957 ,3 67 ) (26,t 1 3,77 6) (9.843.591

Total i€t a!sets s 29,398,551 s 29,106,169



MUNICIPALITY OF BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

The i[crease of $92,382 in curent net assets was mainly due to increase in capital assets less

increases in long{erm Iiabilities of approximately $5,500,000. The Capital assets increased by

$4,362,479 principally by additions to building and improvements of $13,547,559, at the same

time created increased in the net investment in capilal asset of $1.4 million and the Capital

Project Fund increase by $4.3 million.

Curent liabilities decreased by five percent caused by a decrease of accoults payable of $3.8

million. Long-term liabilities increased by $1.4 million are reflected principally in the Bonds

payable of $7.6 million.

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

6t30t20tl % 6/30DO10 o/o Change

Land $ 4,104,657 5% $ 1,994,657 2% $ 2,1i0,000

Construction in prosress 2',7 .528.16',7 3t% 39,334,16t 46% I1,805,994)

Buildine and imp.ovements. net 43,823.979 490/. 30,276,420 360/o 13.547.559

7,153,198 8% 1,2',74,29t 9% (r21.093)

4,277.0t6 5% 3.646.182 630,534

Motorvehicles 2,100,391 20/" 2,098,918 20/. 1,473

Total Net Capital Asset $ 88,987,.t08 s 84,624,929 $ 4362,479

Building improvements net rcprcsent 38 perceflt and 49 percent of total asset and net capital

asset respectively. Construction in progress represents 24 percent of total asset and 31 percent

and net capital asset. The Ircrease in Constuction in progress by $11.8 million when compaled

with pdor year includes $7.6 million increase in projects fiom Bond Issued Funds.

The following reflects the condensed Statement ofActi'rities ofthe Primary Govetnment:

Statements of Activities
For the year ended Jutre 30, 2011 and 2010

Changes in Net Assets

2011 2010 CInIE€s %

C,ersal Re\€nEs $ 3e934,281 $ 37,511,%0 $ (4,637,659) -tT/,
Proeram Re\enEs 7,mt,95'l 8,18837i (286,s1q -3%

TotalRe\ErtrEs ,(},836138 45,7@,413 $ (4,v24,1',7s]] l%

Eqer6es

Co\€nnErtal activities (40,743,8s6) (42,060,7 te. 1,316,860 -3%

$ 92382 $ 3,69,697 s

1-

CtElEEs in rEt assets



MUNICIPALITY OF BARCEI.ONETA
MANAGEMENT'S DISCUSSION AI{D AI{ALYSIS

The Statement of Activities reflects for fiscal year 201 l, the net effect of revenues derived ftom
several programs plus curent operating revenues. Total revenues compaxed to the total expenses,

amounted to increase of $92,382 in the Municipality's net assets. Approximately 60 percent of
the Municipality's total revenue came ftom taxes, while 19 percent resulted Aom Federal grants

and 12 perceot resulted from Intergovemmental Revenues. The Municipality's expenses cover a

range of services like health, public safety, sanitation, recreation and sports, education, housing'

transportation, welfare, constuction and improvements. The largest expenses werc for general

goverffnent, public works, education and training and culhte and recreation. With this analysis,

the leaders have comparative information with the percentage of change in reve[ues and

expenses from prior year to curent year.

A briefreview of the Statements ofActivities of the Municipality at June 30, 2011, shows total

expenses incurred to afford the cost of all frmctions and prograrns amounted to $32,824,414.

Upon examining the sources ofrevenues for the financing ofthe progmms, the Statement reflects

the following; $17,485 for charges for service, $5,986,283 f:rom opemting grarts and

contibutions; and $1,915,674 from capital grants and contributions obtained from other sources.

General revenues for the year amounted to $32,934,281. Expenses decreased by $1.3 million or 4

percent when compare with prior year.

FINANCIAL ANALYISIS OF THE GOWRMENTAL FUNDS

The follo\eing reJlects the condensed Balance Sheet ofthe Governmental Funds:

Governmental Funds
Balance Sheets

June 30,2011 and 2010

?0lt 2010

Csh $ 13,391,096 $ r6,069,r96 s (2,678,100) -17%

t1.675,546 8,733,690 2.941.856 310k

2.24t,4t0 3,255.t52 t.0t3,742) -3)%
3,084.530 3.084.530 0%

$ 30,392582 $ 31,142,56E

Liabilities and Fund Balmce
Liabilities:

A@ounts oaBble and due to
$ 20,188,651 s 21,545,326 $ fl.356.675) -6%

7,948.'19,1 8.198.289 1449,795) '5'/,
Toul Li.biliti€s 28.r3?.145 29,9.13,61s $ (r,806,470)

I,19E,953 1.056.181 889.1

Total liabilities atrd Iutrd Bal..cs s 10,192,582 S 31,1,1256E $ (719.986)

-5-



MUNICIPALITY OF BARCELONEAA
MANAGEMENT'S DISCUSSION AND ANALYSIS

ASSETS

2011

LIABILITIES AND TUND BALANCE

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 resoruces of the Municipality that have been segregated for specific

activities. The Municipal firnd t,?e ofaccounting is used to demonstate compliance with related

legal rcquiremenls. lnformation offered thru this Statement is limited to the Municipality most

sllrLincant funas and is particularly related to the local government only instead of the

g;vemment as a whole. Goven'[ent funds are used to account fol essentially the same 1i'mctions

as those reported as governmental activities.

Dudng the year 20 I I the municipality had $ I 1.6 million cash restricted in the Special Revenue

Fund ind dibt service fund. Accounts payable of $4.6 million in the genenl fund and in 20 I 1 the

accounts payable were decreased by $2.6 million. Deferred revenr-res decreased by $449,795

rindHerd 2010

2010

-6-



MUNICIPALITY OF' BARCELONETA
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements or Revenues, Expenditures and Changes in Fund Balances

Year Etrded June 30, 2011 and 2010

The most significant changes ofthis statement were as follows:

r Revenues from property t&\ were decreased by $0.3 million due to decrease in property

ta,,( amount collected. The decrease in Intergovernmental revenues of $883,727 was the

result ofa deqease irl funds fiom central govemment. Revenue fiom volume business iax

declaration were reduced by $0.3 million on funds received when compared with prior
year, reflected in sales reported in the municipal tax declaratior was rcduced

approximately by 10 percetrt in many taxpayer, sales for the Prime Outlet increased by 5
percent but the industries that reflect aII i[crease in exempt sales (sales outside the United
States of America) present a decrease of 23% of the tar paid which is 75 percent of tax
paid. Other revenues ircrease by $1.2 million, principally for eventual income.

. Expenditues were decreased by approximately $18.1 million in Capital oudays expense

when compared with the prior year. The other expenditures decreased by $1.4 million,
principally in public works.

2011 20t0

$ I2,l18,201 s 12,660,0E4 s (34r,883) -3%

8.705.123 8,980,5t6 (271.793)

Intelgovemnenrd revenle 4,939,02E 5,822.755 (8E3.727' -l5Yo

7,901.957 8,188.47i (286.516) -3%

3.875.010 2,8tt.921 1,063,066 38%

3,096.319 4.312,553 (1.216.234) .24'%

$ 40,8J6,218 $ 42,776,305 s n.940,067) -5o,|

ExDendituds dd Fmd Balece

$ 17,330,944 s 18,0r5,488 s (6E4.544)

7.569.840 8.926.665 ( l,lt6,82t) -t50,t

2,37E,145 2,395,49E (17,353) -t./.
1,r48,888 I.148,888 0%

3,990,69E 22.12t.315 rl8.1i0.617) -8241

2.915.515 2,825,t64 l50,i5i 5.,\

Bonds iDrinciDal ed ituerest) 5.206.5.19 4.828,039 378.i10
4.566.919 ,1.158,688 r08,251 2'/.

72t,5t6 681,2t5 l,r,30l 5%

s 45,EEr,034 $ 65,406,9s6 $ 09,517,922) -30%

Exces of Evenue s (expenditurc,

under exEnditures (reveoues) (5.052.796) (22.630,651) t?.5??.855 -7\vo

ruud Balanc.,.ndiDg s x,255;437 $ 1,198,953 s 1,056,4E,r

-'7 -
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Economic Factors aud Next Year Budget 
' - ^-

The Municipaliry is a polidcal r"ga *'it' Jtf' 
'n'ri 

legislative and 
'admini-suad'e 

powers m

every area of municipu' *o'"*"n. *ii'l"iJJi*i'i!*".f''f# Uf1;1;X L"3flffi3"i

*ffi$js:ilT::'il#i?ntjt##m"mxxlmn'lheexeiudvepowerand
rhe Municipaliry relies primarilv.on-prope3;:i.:!;i*:';]"ffi"Ji.1,1f:'*ii#:li[!
sraDts to carry out the c"*IT"l]1.:"^i:;;il;;;il;r;p^.& rhe Municipaliry's budget for

Lants are available Those tactors were

ihe fiscal Year 2010-2011'

rhe Budge,. io, rl;i,.r,,{1.llrXitr;#1T. tffi,:}}:T"H *;*;:X3JT,":y.
revenr.:es de$eased $3 8 mrllron woetr"c-'-v*iii"". 

ff,. i"..f expeodirures were $6?4.652 less

The Municjpal licensetax d*:*:1ili;,:"#:;,';;fl;;r; 
an increase of $1.46e.167 and

fta! budseted expenditures t'"::?lr;;'j;;'#; 
ffi*e" nudgo r*p"ndiues with actual

Culrure ard Recreatioo a decrease oI $z62'"'1.:li'l'-:;^":;;;"1"?."1iss.r *i1f lon.

I-i"iiii"". 
'i-** 

"frevenues 
urder expendin'es reflect a deficiency 01 5J'

rhe Muici par i ry ptovides a l{' ::h'i'fl i:?,fi }H: :}tff..-",:::;,ff "';: 
t}|rl:;

'.ff,],#fl'i..tiH.ilrlP#;'lifi#,"d;;;";;'"' qr^reyeo,ues are propertv raxes'

f;ffi;ii;il;;s. conuibutioos by the srate govemment and federal grants.

The Municipality's managemelt is committed to a contitrued improvement-in the confectiod of a

budser tlar wills response ,o *. n."Jot'in prblic and privati sectors in. accordance with its

neniissible revenues levels such t"tu"t'?J"^" JtlJ hnancial operarion conesponding to

H;fi #i;ii:"i;"r,*h=,:tl*:{l;i:i:.1;,:,,.ff :ll,T:fi l*:lffi ilwhichhas
been ideotified as one of the mam sDol

Contacting the Mudicipality's Financial Management

T'he Municipaliry's firuncial sratements are designed to present usefirvith general overview of

the Municipaliry's finances tt you naleluJoL uUoui ttt" 
"pon 

or need additional financial

ii;#;#*;ffi the Municipa!iry's Dkector or Finance'

Noel Gulierrez Cruz, Finance Director' PO Box 2049' Barceloneta Puerto Rico' 0061?'

i.i"pi"".ilsl, s+e-5618 Fax: t 787) 846-2009

. Tel 787-8,[6-5613' Fax 787-846-]009
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JUAN A. FELICIANO CHARNECO
Certified Public Accouutant

Urbanizaci6n Matienzo
151 Calle Miguel Salas

Arecibo, PR 00612

!Iel: (787) 879-4433
Iax: (787) 880-1402

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Municipal Council of
the MunicipalifY of Barceloneta

Barceloneta, Puerto Rico

we have audited the accompanyilg financial statements of the Govemmental Activities, each majol

fund and the remaining firnd- iniormation ofthe Municipality of Barcelodeta, Puerto Rico, as of and

fol the year ended June 30, 2011, which collectively comprise the Mulicipatity of Barceloneta

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

statements are the rcsponsibility ofthe Municipality's mamgement. My Iesponsibility is to expless

opinions on these financial statemenis based on my audit.

we have conducted my audit in accordance with auditing standards geneBlly accepted in the united

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

standards, issued by the comptoller General of tle united states of America. Those standalds

require &at I plar and perform the audit to obtain reasooable assuance atout vhethel the financial

statements are fiee ofmateial misstatement. An audit includes consideratio[ of intemal cotrtlol ovel

financial reporting as a basis for designing audit procedues thal arc appropdate in the

circumstancis, but not the purposes of expressing an opinion on the effectiveness of the

Municipality intemal conLol over fnancial repoting. Accordingly, I express no such opinion An

audit aLo includes examining, on a test basis, evidence supporttlg the amounts and disclosures in

the financial statements. An audit also hcludes assessing the accounting PliDciples used and

sigdficant estimates made by management, as well as evaluating the ovelall financial stalement

presentation. I believe that my audit provides a reasonable basis for my opinioo'

In our opinion, the financial statements referred to above preselt fairly, in all matelial lespects, the

respective financial position of the govemme[tal activities, each major firnd and the aggregate

remaining imd information of the Municipality of Barceloneta, Puerto Rico, as of JuDe 30, 201 1,

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

accounting principles generally accepted in the United States ofAmedca'

-9-



lo accordance with GoverDment Auditing Staaddds, I have also issued my report dated March 20,. 2012 on my co,sideEtioo of the Municipality of Barcelo,eta, puerto Rico iotertral control over
fiaancial reporting and on my tests of its compliance with certain provisioas of laws, regulations,
contacts, gmtrts, agteements and other matte$, The purpose ofthat report is to descdbe the scope of
our re$ing of intemal control over fnaacial reporting aDd compliance atrd the result of thrt t"siog,
atrd not to provide an opinion o.' the htemal control over financial reporting or on comp]iance. Thii
report is an integlal part of aDd audit performed in accordaDce with Govemmental Auditing
Stardards atrd should be coosidered in assessing the results ofmy audit.

o.r audit was performed for the purpose of forming aa opinion on the Goverunetrtal Activities
finaDcial statemeots of the Municipality of Barceloneta, puerto Rico takeq as a wtrole. The. accompaoying schedule of expenditures of federal awards is presented for purposes of additional
aoalysis as required by U.S. Offce of Management and Budget Circul& A_13i, Audits of States,
Local Govemments, and No[-profit Organizations, aod is oot a required part ofthe general purpose
finarcial statements. such information has been subjected to the auditing procedurei appuea ii tte
audit of the fiffncial statements aad itr my opinioq is fairly stated in alt material respects, in relatioa
the by finaDcial statement a taken as whole.

As descdbed in Note 1, on July 1, 2004, the Municipalty implemented a new filancial reporting
model required by GASB Statement No. 34, (GASB No. 34), Baric Financiat Stateruenti _ An;
Managernent's Discussion and analysis-for state and Locar GovernmearJ, In conjunciiotr with the
adoption of GASB No, 34, the Municipality bas also adopted the fotlowiag Fonourcements: (l)
GASB stateme,t No. 31-Badc Finahciql statements-and Mqlagement's Discussion and analyiii-
fot State otd Local Goyernments: Onnibus, e) GASB Sratement No-3g-Certain Fininciql
S:atenefi! Nlt-e Disclos,res, ard (3) GASB Interprctation No. 6_Recognition and Measurement of
Certain Liabilities ohl Expenditwes in Gover mektal Fund Financiql Statements.

The Matragement's Discussion and Analysis and budgetary comparison schedule iqformatioo on
pages 1 tluough 8 and page 16, are not a .equired pat of the Lasic financial statements but is
supplemeffary fuformation required by the Govemmetrtal Accounting Standards Board. I have
applied certain limited procedEes, which consisted principalry of iaquiriJs of management regarding
the methods_of_measurement and presetrtation ofthi required supprer:entary- iaforiration, Ho-wever]
I did not audit the information and express no opinion on it.

Arecibo, Puerto fuco
March20,2012

The statup number 2b2gq O I
was affixed to the
original of this repoit.

-, _EEEEMJ-



MUNICIPALITY OF BARCELONETA, PUERTO RICO
STATEMENT Otr' NET ASSETS

JUNE 30, 2011

ASSETS

Cash and investments

Cash with fiscal agent

Other accounts receivable

Accounts rcceivable from federal government

Lands held for sale

Capital Assets. net of accumulated dePreciation

Tolal assets

LIABILITIES AND NET ASSETS

Lirbilities:
Accounts payable and accrued liabilities

Due to govemment entity

Deferred revenue

Non-cunent liabilities:
Due within one year

Due in more than one year

Tot l liabilities

N€t Assetsi

Invested in capital assets, net of related debt

Restricted for
Debt service

Other activities

Capital project activity

Assigned for building repair and maintenance projects

Uwestricted (deficit)

Total Net Assets

Tot l Liabilities and Net Assets

See notes to fmancial statements.

Governmenlsl
Activities

$ 13,391,096

1t,675,546
492,351

277,550
3,084,530

88,987,408

_$__11229!l!t_

$ I1,868,140
1,972,941

7,948,494

5,267,t63
61,453,t92
E8,s09,930

53,352,415

2,645,214
528,779

'7,501,966

1,32',7,544

(3 5 ,957 ,367)
29,398,551

_!__-t122!!l!l-
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MUNICIPALITY OF BARCELONETA

RECONCILIATION OF THE STATEMENT OF REVENUES'

EXPENDITURES, AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTNITIES
YEAR ENDED JUNE 30,2011

Net change in fund balance - total governmental funds S Q'221'481)

Amounts repoied for govemmeltal activities in the statement ofactivities

are different because:

Govemmental funds report capital outlays as expenditures However,

in the statement ofactivities the cost ofthose assets is allocated

over their estimated useful lives and repoted as depreciation expense'

Expenditues for capital assets

Lessi curent year deprcciation

- The issuance oflo[g-term debt (e.g., bonds, leases) Fovides curcnt

financial resouces to govemmental imds, while the repalment ofthe

principal oflong-term debt consumes the current fitrancial resouces
- ofgovemmental funds. Neither tansaction, however, has any effect

on net assets.

- Net bond issued debt

Pdncipal Payments

- Change in net assets ofgovernmental activities

See notes to financial statements

3,990,698
(.1,728,284)

2262,411

(2,831,315)

2.882;164
51,449

$ 92,382

,15-



MUNICIPALITY OF BARCELONETA, PUERTO RICO

BUDCETARY COMPARISON SCHEDULE . GENERA! TUND (BUDGET BASIS}

FOR THE FISCAL ]EAR ENDED JUI{E 30, 2O11

isinal Final

BE.YENUES

Municipal license te
Intergovemmental revenues

Liceiies, p€m;ls and fines

R€lt of prope.ties

MunicipalSales Tax

Other finecial sources

EXPENDITUROS:

General Govement
Public safery

H.alth
Culture and Recr€ation

Other
Transfer oul io debi service

$ 401,613

t4,747,813
2,801.476
1.033,625

75,000
713.404
550.000

2.000.000
7,138,924

_.t__224.E-

I1,659,951
2.805,758
8,868,838
1,148,888

4.001,594
990,51I

40,375

$ 401,613
t4,741,873
2,801,476
1,033,625

75,000
773,404
550,000

2,000,000
7.138.924

12,t54,013
2,462,248
9,023,478
I,148,888
3,437,356

688,785

401,613
8,555,523
3,761,30r

483,53r
115,096

359,631

3.308,814
3,356.424
7,908,416

-i__r!4tg_

t3,522,465
2.378.145
7.569,840
1.148,888

2.975,5t5
514,109

(6,r92,;0)
959,825

(550,094)

40,096
(413;713)

2,158,8t4
1,356,424

769,492

$ (1.271,566)

11,368,392)
84.103

1,453.638

46t.841
174,676

5 29.521,915

601.081 713925 (106,838)-l--leilrsTi -3 28322"ss? $---- 6aa"!r8

Erces of.evenuca over (uDder) expenditures

Explanation of differences:

Sou.cevinfl ows of rcsouces:
Actlal amounts (budsetary basis) "available for appropriation" from the

budgetary compeison schedule

Diffe€rcB - budget to CAAI:
Trdrsfers fom other firds are inflows ofbudgetary resources but e nol

rcv.nues for fin cial reportirg purPoses

Totrl revuu.s rs reporled otr ttre siatement of reYetrue, experditure' ttrd
charges i. fund b.l.nces

I lsevoutflow of resowces

Actual mounB (budselary bas;s) "tolal chdaes lo app.opriationJ' fiom the

budgeta./ mmparison schedule

Differe.ces - budg€l to GAAP:
Non budgeted *pendiues
T@sfer from geneml fu.d for bud8emry purpose only

Tot lcxp€trditures $ rePorted on lhe statement of r.verue, eipendiltrres
and ctange in furd bahtrc.s

See notes to budectary compa.ison schedule

_!_____.6t2rr!r _!_____-r!2?lM

)___-118]1L

$ 28,250,349
(r,788,199)

(7t3,925)

s 28,822,88',1

738,30r
(713,925)

- 16,

_$ _2&!!12!3



MUNICIPAIITY OF BARCELONETA, PUERTO RICO
NOTF,S TO FINANCIAL STATEMENTS

JUNE 30, 2Ol l

GENEML ORGANIZATION

The Municipality ofBarcelotreta (The MuDicipality) was founded in 1881 The govemmental

system ofthe Municipality is composed ofthe executive and legislative bodies. The Mayor is the

Chief Executive Ofiicer and is elected every four yea$ in the general elections of Puerto Rico.

The legislative body co[sists of fouteen assemblyme[ also elected in the general elections of
Puerto Rico for a foul-year period.

The Municipality provides services such as: health, public safety, sanitation, recreation and

sports, education, housiDg, transportation, welfare, construction aod/or improvements of
highways and steets, and other general and administative services.

The financial statements of the Municipality have been prepared in conformity with generally

accepted accoulting principles (GAA?) as applicable to govemmental entities The

Governmental Accounting Standards Board (GASB) is the primary standard-setting body for
establishing govenunertal accounting and financial reporting principles. The GASB periodically

updates its existing Governmental Accoulting and Financial Reporting Standards, which along

with subsequent GASB Pronouncement (Statements and Interpretations,) constitute GAAP for
govemmental units. A summary of the Municipality's significa[t accounting policies

consistently applied in the prepamtion ofthe accompanying basic financial statements follows:

SUMMARY OF SIGNIFICAIIT ACCOUNTING POLICIES

a. Bep.q!!c-E4lq

The Municipality's financial statements include the operations ofall depatments and separate

legal entities for which the Municipality is financially accountable or for which exclusion

would leave the financial statements misleading or incomplete.

In June 1999, the GASB issued Statemetrt No. 3,1 -Basrt Firrancial Stdternenls dnd
Management Discussion and Analysis for State and Local Governments This Statement

establishes new financial reporting requirements for state and local govemments. It rcquires

trew infomation and restuctwes much of the hformatiol that govemments have reported in
the past. Comparability with rcports issued in prior years is affected. In June 2001, the GASB

issued Statement No. 37 Basic Fi ancial Sktteme ts an(l Managet ent Discussion and Ahalysis

for State and Local Governments Omnibus, which in pail addressed the Management

Discussion ard Analysis (MD&A) requirements, Program Revenue Classifications and Major
Fund criteria requirements in the reporting model in Statement No. 34

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

-t'7 -



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO TINANCIAL STATEMENTS

JUNE 30, 2011

1. SUMILA.RY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

tr. Finalcial Reportine Eptitv

The accompanying basic financial statements include all deparmen8, agencies and

mwicipal entities that: (l) are under the legal and admidstative control ofthe Mayo., and

(2) whose funds are under the legal custody and contol ofthe Municipality's Director of
Finarce, as prescribed by Law No. 81 of August 30, 1991, as amended, known as the

Autonomous M nicipalities Act of the Commonweahh of Puerto Rico. The Municipality's
management has considered all potential component udts for which it may the financially
accountable and other legally separate organizations for which the nature and significance

of their relationship with the Municipality's may be such that exclusion of their financial

statements from those of the Mudcipality would cause the Municipality's basic financial

statemetrts to be misleading or incomplete according to GASB Statement No. 14,'The
Finqncial Repofiing Entity (GASB No. 11.)

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

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

units ofthe Mutricipality as ofJune 30, 2011 nor for the year then ended.

c.@

The basic financial statements include both goverrulent-wide and firnd financial
statements. While the previous model emphasized fund q?es (the total of all funds of a

particular type), in the new reporting model the focus is on major individual fmds (within
the fund financial statements). Both the govemment-wide and fund financial statements

categorize activities as govemmental activities. In the govemment-wide Statement of Net
Assets the governmetrtal activities (a) are presented on a consolidated basis in one collunn,
and (b) are reflected, on a full accrual, economic resouce basis, which incolporates long-

term assets and receivables as well as long-tem debt and obligations.

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

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

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

operating-specifi c grants.

This govemment-wide focus is mote on the sustainability of the Mulicipality's as an

entity and the change in aggregate economic position resulting from the activities of the

fiscal period.

-18-



MUNICIPAIITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

l. SIiMMARY Of' SIGNITICANT ACCOUNTING POLICIES (Continuation)

The fund financial statements are, in substance, very similar to the financial statements

presented in the previous model. Emphasis here is on the major firnds in the governmental

category. Non-major funds are aggregated into a single column'

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

measLement focus and modified accrual basis ofaccounting. This is the manner in which

these funds are normally budgeted. This presentation is deemed most apFopriate to (a)

demonstate legal and covenant compliance, (b) demonstate the sources and use ofliquid
resoucei and (c) demonstrate how the Municipality actual experience confoms to the

budget or fiscal plan. Silce the governmental fund statements are presented on a different

-"ui*"-"nt focus and basis of accounting than the govemment-wide statement, a

reco[ciliation is presented on the fund statement, which briefly explains the adjustments

necessary to tran;fom the fund based financial statements into the govemmental colwm
of the govemment-wide presentation.

d. Basis of Presentation

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

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

governmental and enterprise combined) for the determination or major flrnds The

Mutricipality reports the following major funds on Fund Financial Statements:

Major Funcls

General Fund - A\ways a major fund. The general fund is the main operating fund ofthe
tr{ori"ipatity. It is used to account for all hnancial resources except those required to be

accounted for in another fund.

Bond Issue Fund - Bond Issue fond are used to account for the proceeds of specific

revenue sources that are legally restdcted to expenditures for specified purposes'

HuD Prosrams Fund This fund accounts for revenues sources for the development of
uiuble ,.b- 

"om-r,oities, 
decent housing suitable living envircnment, rental assistance to

help very low-income families afford decent, safe and sanitary housing by encouraging

property'owners to rehabilitate substandard housing and lease the units with rental

subsidies to low income families

Debi Service Fund - Debt service firnd is used to account for the accumulation of
resources for, and the payment of, general long-term debt principal and interest'

-19-



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NO?ES TO FINANCIAI STATEMENTS

JUNE 30,2011

r. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIf,S (Continuation)

Head Slart Prorra Funds - The special revenue fund of Head Start is a major firnd used

by the Municipality to account for revenues de ved fiom the grant that is legally restricted

by outside parties for use on specific purpose. The uses and limitations ofthis revenue fuld
axe specified by muicipal ordinances offederal and state statutes.

However, resouces restricted to expenditure for purposes normally finalced ftom the

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

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

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

Other Funds hon major -fund Special revenue funds are used to account for the proceeds

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

Capital projects fund is used to account for the financial resources fol the acquisition of
personal propefiy and/or constuction of major improvements, which are not fmanced by
other funds.

e. E3gs^q!4ssecrE!g-

The accounts of the Municipality are organized on the basis of funds, each of which is

coDsidered to be a separate accounting entity. The Mutricipality has created vadous q?es of
funds. Each fund is accounted for by a separate set of self-balancing accounts, which include
its assets, liabilities, firnd balances, and revenues and expenditureyexpenses, as applicable.
The individual funds accounts for the govemrnental resouces allocated to the Municipality
for the pupose of carrying on specific activities in accordance with laws, regulations, or
other restrictions.

Measurefitent Focus, Bqsb ofAccounting and Findficial Stalement prcsenlation

Go'rernment-'v)ide Fi dkciol 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 incuned, regardless ofwhen the related cash

flows take place. Non-excha[ge tuansactions, in which the Municipality gives (or rcceives)

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

from grants is recognized in the fiscal year in which all eligibility rcquirements have been

satisfied.

-20-



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINAXCIAL STATEMENTS

JUNE 3(), 2011

t. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

e. Basis of Accountins (Continuation)

Governmental Funds Financial Statement - Governmental funds are reported using the

cunent financial resources measwement focus and the modified accrual basis ofaccounting'

Under this method, rcvenues are recognized when measuable and available. "Available"
means collectible within the culrent pedod or 90 days after the end ofthe period to use them

to pay liabilities ofthe curent pedod. Miscellaneous revenues are recorded when collected.

Revenues collected in advance of the hscal year to which they apply are rccorded as

deferred revenues and recognized as revenues in the year to which they apply. Expenditues

are generally recognized when the related fimd liability is incurred. General capital asset

acquisitions are reported as expenditues in govemmental funds.

Govetmental Fund Tvoes / Gowrnmental Actirities - Governmental funds are those

thJough which most govenmental functions of the Municipality are financed. The

acquisition, use, and balances ofthe Municipality's expendable financial resouces arld the

related liabilities are accounted for through goverEnental funds. The measurement focus is

upon determination of changes in financial position, rather than upon net income

determination.

Licenses and permits, charges for services, fines and forfeits and miscellaneous revenues

(except investment eamings) are recorded as revenues when received. Idvestment eamings

(interest) are recoded as eamed since they are measurable an available.

-2t-



MUNICIPAIITY OF BARCELONE?A, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cotrtinuation)

g. BudgetarY Control

The Municipality follows the following procedures, which are in accordance with the

municipal law; in establishing the annual budget as reflected in tie basic financial

statements.

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

budget for the fiscal year commencing the following July 1st. The proposed budget

includes estimated expenditues and their financing sources.

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

Mu cipal Assembly.
(3) Prior to July lst. the annual budget is legally enacted tkough passage ofthe annual

appropriation ordinatrce.
(4) Subsequent to the enactment of the annual appropdation ordinance, the Municipal

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

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

etrcumbmnces, as desc bed below:

The actual results of opemtions, presented i[ the Statement of Revenues, Expeuditures and

changes in Fund Balances-Budget and Actual-General Fund, are reflected in conformity
with the budgetary accou[ting of the Municipality for a better comparison with the budget

information.

Amendments to the budget, and budgetary tlansfers related to personal expenditues,

require the approval of the Municipal Assembly. Non-capital encumbmnces lapse at the

eIId ofthe next fiscal year.

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

actual amounts for the geneBl fund and debt service fund in the accompanying Statement

of Revenues and Expendifures-Budget and Actual are presented on the budgetary basis to

enhance comparability. The principal differences are as follows:

(1) Encumbrances arc recorded as expenditures uflder the budgetary basis and as

reservations offirnd balance under the GAAP basis.

(2) The property ta.x 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 contdbutiorN ftom governrnental

entities, legislative and private paties, which are not included therei[ nor are the

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

is rcstricted for that putpose.

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 actual for these major funds.
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

g. Budsetary Control (Continuatiotr)

Legal Compliance

futicle 7.003, Law No. 8l of August 31, 1991, amended require that Mayor provide to

Municipal Legislature an annual balanced budge indicating: 1) interest, amortization and

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

to cover prior years deficit, 5) contact commitments and operational expenditues. For

afiual interest aod prilcipal debt amortization, CRIM provides annual estimated resources

that will be obtained of additional special property tax (municipal) collections. The
Mutricipality's management shows budgetaxy financial statements in general and debt

service funds in compliance with state law and which are based in annual activity The

legal level of budgetary control is at the individual departmelt level for general fllnd
(Mayor and Legislature fiulds) expenditues, 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 baDk accounts, except for cash afld ilvestonents restricted by law. Each

futrd recods 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-beaxilg bar ( accounts. Investment eamings are

credited to the respective fund.

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

fair value.

h. Inventories

The general funds purchase office and printing supplies, gasoline, oil, medicines and other

items. The cost ofpurchases is recorded as expenditues and the inventory is not recorded

in the basis financial statements since amount is insignificant.

j. Capital Assets

Fund Financ ia I Stdl em eht s

The capital assets acquired are recorded as expenditues at cost in the govemmental funds.

Gowrnment rFide Financial Statefiehts

Purchased capital assets are recorded at cost. Donated capital assets are recorded at theil
estimated fair value as of the time they are received by the Municipality and are

capitalized in the Statement of net Assets. Major renewals and bettement are capitalized:

replacement, maintenance and repairs, which do not improve or extend the life of the

respective assets, are charged to operations.

Depreciation is provided over the estimated useful life ofthe respective assets on straight-

line basis.
-23-



MUNICIPALITY OT BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

r. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

k. Vacation and Sick Leave and Other ComDensated Absences

Municipal employees are granted 30 days of vacation and 18 days of sick leave annually'

vacation leave may be accumulated uP to a maximum of 60 days and sick leave up to a

ma.ximum of 90 days. Ir the event of employee resignation, the employee is paid for

accumulated vacation days up to the maximum allowed. Separation ftom employment

p or to use of all or part of the sick leave teminates all rights for compensatioE except

ior employees with ten years or more of service who are entitled to sick leave pay to the

ma-xirnum allowed. The Municipality is rcquired to pay excess sick leave over 90 days on

or before March 31 of the accumulated excess at December 31, ofprior year' Employees'

maximum allowed accumulated vacation, with the employer's share of payroll ta'res, is

accounted for in the Statement ofNet Assets.

l. Insuratrce

The Municipality has insurance covemge for its public facilities and equipment,

pdmadly to provide protection in case ofdisaster and other losses. Also, principal officials

;f the Municipality are covered under various sErety bonds. The Secretary of the

Department ofthe Treasury ofthe Commolwealth ofPuerto Rico is the designated agency

to obtain the necessary insurance coverage for the Muricipality.

m. Be{r&!eC-4c!sE

INesft ents ahd Certificates

Certain proceeds of the Municipality revenue bonds as well as certain lesoulces set aside

for their repaym€nt are classified as restricted assets on the balance sheet because their use

is limited by applicable bond covelants. The'tevenue bond" maintenalce account is used

to report those rental proceeds that are rcstricted for use in maintenance of the properties'

The "revenue bond frrnd account" is used to segregate resources accumulated for debt

service payments over the next twelve months. The "Debt Service Account" is used to

report rcsouces set aside to make up potential futue deficiencies in the "revenue bond

fund accotmt".

Cashwith fiscal agent

The cash with frscal agent pertaining to the debt service represents property tax collections

retailed by the Govemment Development Bank for Puerto Rico and another financial

institution restricted for the payment of Municipality's debt service (See Note 2) and

unused proceeds from bonds and notes issued principally for the acquisition or construction

of permanent improvements are accoulted in the capital project fund. In debt service firnd

are unsecured and collateralized, as no collateral is required by governmeltal banl(s.
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MUNICIPALITY OF' BARCELONETA' PUERTO RICO
NOTF,S TO FINANCIAL STATEMENTS

JUNE 30, 2011

r. SUMMARY OF SIGNITICANT ACCOUNTING POLICIES (Continuation)

n. Eg!C-E4b!r.e

During year ended June 30, 2011, the Mudcipqlif implemented GASB Statement No.

54, Fund Balance Reporting and Govemmental T)?e Definitions ("GASB 54"). The

objective of GASB 54 is to enhance the usef-rlness of fund balance information by
providing clearer fund balance classifications that can be morc consistently applied and by

cladfying the existing govemmental fimd type definitioN. GASB 54 establishes fllnd
balance classifications that comprise a hieralchy based primarily on the extent to which a

govenunent is bound to observe constraints imposed upon the use of the resources

repofied in the govemmental funds. The implementation of this statement had no impact
on the total fund balances for the Municipality's governmental fuIrds.

The Municipality classifies govemmental fund balances as follows:

) Nonspendable- includes amounts that iDherently cannot be spent either because it is
not in spendable form (i.e., prepaid, inventories, long-term portions of loans

receivable, etc.) or because of legal or contactual requirements (i.e., principal of an

endowment, etc.).

> Restricted - includes amounts that are constained by specific purposes which are

extemally imposed by (a) other govemments through laws and regulations, (b)

gmntors or contributions through agreements, (c) creditors through debt covenants or
other contracts, or (d) imposed by law tlrough constitutional plovisions or enabling

legislation.

> Committed includes amounts that are coNtrained for specific purposes that arc

intemally imposed by the govemment thjough formal actions made by the
Mutricipality's legislative body, which is the highest level of decision making
authority, before the end ofthe reporting period. Those committed amounts cannot be

used for any other purpose unless the govemment removes or changes the specified

use by taking the same type of action it employed to previously commit those mounts.

> Assigred - itrcludes amounts that are intended to be used for specific purposes that

are neither consider restricted nor committed: io addition, such assigffnents are made

before the report issuance date.



MUNICIPALITY OF BARCELONETA, PUER?O RICO
NOTES TO F'INANCIAL STATEMENTS

JUNE 30, 2011

1. SUMMARY Of SIGNIFICANT ACCOUNTING POLICIES (Continuation)

n. Fund Balatrce (continued)

) Unassigned - include amoults that do not qualiry to be accounted for and reported in

any of-the other fund balance categories. This classification reprcsents the amormt of
fund balance that has not been assigfled to other funds and that has not been resticted,

committed, or assigned to specific purposes within the General Fund The General

Fund should be the only fund that rcports a positive unassigned fund balance amount'

In other govemment firnds, if expenditures incuned for specific purposes exceeded the

amounts that are resticted, committed, or assigned to those purposes, it may be

necessary to report a negative unassigned fund balance'

The Municipality generally uses restricted amounts fiIst when both restricted and

unrestricted (committid, assigned, and unassigned) fund balance is available unless there are

legal documents, contracts, or agrcements that prohibit doing such Additionally, the

Municipality generally would first use committed, then assigned, and lastly unassigned

amounts ofunrestricted fund balance when expenditures are made.

o. qlsi4t34&lgCclq.ell

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

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

Statement of Net Assets.

p, Use of Estimates

The preparation of financial statements in confomity with generally accepted accounting

principlis requires management to make estimates and assumptions that affect the

repofi;d amounts of assetJand liabilities and disclosure of contingent assets and liabilities

at the date of the financial statements and the reported amounts of revenues and expenses

during the reportiflg period. Actual results could differ lrom those estimates'
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MUNICIPALITY OF BARCELONE?A, PUERTO RICO
NOTES TO F'INANCIAL STATEMENTS

JUNE 30' 2011

1. SUMIIARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

q.T

The total data wtder this colulnn is prcsented only to facilitate hnancial analysis Data in

these columns do not present financiil position or results of operations in confomity with

genemlly accepted aciounting principlis. Such data is not comparable to a consolidation'

since Interliud eliminations have not been made.

2. PROPERTY TAXES

The Municipal Revenue Collection Center (CzuM) of the Commonwealth of Puerto Rico is

responsible iy law for the assessment of all real and personal Foperty located within the

Municipality of Barceloneta and for the telT, administation and collection of all real and

pemonal property taxes.

The property tax is levied each year on the assessed value ofthe property at the beginning of
the calendar year. Assessed values of real properry arc established at the estimated curent

value existing in the year 1957 and ofpersonal property at the curent value at the date ofthe

assessmelt.

Real property taxes are billed by the CRM and are due in two equal installments in July and

January iollowing the assessment date. Personal property ta.,<es are self-assessed and are due

in May 15, when the property ta,'< retum is required to be filed'

The tax mte per a lum is 10.33% for real property and 8.33% forpersonal property of which

3.83% and 1.83%, respectively, belongs to the Commonwealth of Puerto fuco ar,d 425ok of
both percents belong io the Municipality From the portion belonging to the Municipality,

3% ripresents the Mur cipality's basic rate, which is appropdated for general purposes and'

therefore, accounted for through the general fund. The remaining portion belonging to the

Mutricipality of 1.2570 repreients the "ad-valorem" tax withheld by the CRIM as f1scal

agent, ;d r;stricted for debt service, which is accounted for through the debt service fund

(See note 2). The Municipality has reached the ma.\imum statutory ta'a rate limit for the

basic ta,{ while there is no limitation for the ad-valorem tax rate'

Complete real property tax exemption is $anted by the Commonwealth of Puerto fuco on

the fust $tS,OOb o-f tni assessed valuation of owner occupied residential units However, the

Municipality receives the full amount levied, except for Iesidential units assessed at less

than $3i00,'on which a complete exemption is granted. Vetemns have additional exemption

from taxes of $5,000 of the assessed value of real prcpedy The Department of Treasury

instead ofthe property tarpayer became the soulce ofpayment in these cases'

Complete exemption from personal taxes up to ar assessment of $50,000 is ganted to

retaiftrs with an annual volume ofnet sales under $150,000'

unds Sta
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FII{ANCIAL STATEMENTS

JUNE 30, 2O1l

The CRIM reports annually to the Municipality the estimated basic property tax and the tax

to be used foi the debt service, which will be collected in the fiscal year' The basic ta.x is

advanced to the Mutricipality dudng such fiscal year. It is the practice to arnortize these

advances through the subsequent collection by the CRM ofthe basic tax ftom the taxpayers

The basic property ta\ advances from the CRIM are recorded in the general fund as other

fiaancing sources. As this tax is collected and reported by the CRIM, it is recorded in the

general furld as revenue. The property ta,x received from the Department of Treasury, which

is related to the exonemtion granted by the Commonwealth of Puerto Rico is reflected as

revenue in the geneml fund.

Since the collection of property taxes fiom the taxpayerc is under the administration of the

CRIM, the Municipality recognized as aII expenditue the operational e{penses allocated by

the CRIM to the Municipality, which amounted to $353,182 during 2011.

The following is a sulnlnary of the property tax advalces that rcsulted in an accounts

payable, for the year end€d June 30, 20 1 I . The resulting payable is presented as a decrease in

the general fund and the Government Wide Financial Statements.

Accouht oavable

Amortization through collections ofpropertytaxes by the CRINI

07-01-10 - 06 -30-l I $ 7,061,561

Advance received, 07-01-10 - 06-30-11 (7,908,416)

$ (8,16,8ss)
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MUNICIPALITY OF BARCELONETA, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2Ol1

3. DEPOSITS

The Municipality's cash and investments at June 30, 2011, were entirely covered by the

f"a".A o"porito.y Insurance Corporation by collateral provided by the banks and held by the

DeDarhnent of the I reasury pusuant to applicable laws and regulations Cash with fiscal

,"Jtrt it 
^"i"rui""a 

irr inb;e;t-bearing u"co*tt io the Govemment Development Bank for

P"uerto Rico and is collaterized by the Commonwealth ofPuerto Rico'

Puerto Rico laws authorize govemmental entities to invest in direct obligations or obligations

suamnteed bv the federal govemment or the Commonwealth of Puerto Rico The

ilunicipafity-is also alloweJto invest in bark acceptances, other bank obligations and

"Jin.o:t". 
of a"potlt in financial institutions authorized to do business under the federal and

Commonwealth iaws. Dudng the year, the Mutricipality invested its funds in interest-bearing

bJac"ornts, -a snort-terir certificates of deposit if due date is not more tha,' 90 days' the

certificate considered as cash equivalents.

4. CONCENTRATION OF CREDIT RISK

The Municipality maintaim its cash account in local cornmercial banks, whose accounts are

ior*.a ty tire feaera Deposit Insurance Corpontion (FDIC) up to $250,000 Deposits in

"*""r, 
oi$250,000 are coliaterized by the bank secudties to property safeguard such funds'

Nevertheless, management believes that concentation of credit dsk is limited because

balances are deposited with high standing finarcial institutions'

5. MT]NICIPAL LICENSE TAXES

The volume ofbusiness tax is levied each year based on the prior year's gross revenues fot all

lommercial and industrial organizations doing business in the Mutricipality and which are not

iotally or partially exempt frim this under the lndustrial Incentives Acts of Puerto Rico All
ta*puyers *" .eqrrit"d to file an anflual retum ofbusiness volume by Ap l 15 ofeach year'

The tax Iates arc as follow:
17o for financial institutions
for all other organizations 0.57o
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTF,S TO FINAI{CIAL STATEMENTS

JUNE 30, 2011

5. MIINICIPAI LICI,NSE TAXES (contiDuation)

The defened revenue of the general fund codespond to the business ta't levied received from

the next fiscal year.

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

-ini-u- tat p-uyuUte is $25. The date to file the Volume ofBusiness Tax Declaration is April

ii. fft" U*i"lpaity grants a 5yo discount, if the tales are paid or or before April 15'

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

beginning with the first semester ending December 3 I .

The Mutricipality recognized an account receivable for the estimated muicipal license t&xes

to be collecGd during the frrst two molths of next year, but co esponding to current year'

Municipal license ta'ris collected prior to June 30, 2011 but pertaining to the next fiscal year is

recorded as deferred revenues

6. INTERFUND TRANSACTIONS

lnterfund receivables arld payables generally rcflect tempomry loans, billings for services

provided and recovery of eipenditures. The balances of intemal tansactions of June 30' 201 1

are as follows:

F unds Due From Due To

General $ 1,468,175 s 261

Head Start Programs t0,924

Hud Programs 7 8,255

Other Funds 1,382,069

$ 1,471,509 $ 1,471,509

For the most part, the effect of inter-fund activity has been removed ftom the Statement ofNet

Assets (Govemment Wide Financial Statements)

DueFrorn/@
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
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JUNE 30, 2011

7. INTERGO}'ERNMENTAL REVENUES

The Sources of intergovemmestal revenue consist primarily of govemmental pa)T nents ftom

the Commonwealth if Puerto Rico and in lieu of tax" pa)'ments from certain "quasipublic"

corporations, such as the Puerto fuco Electdc Power Authority'

Grants and subsidies received ftom the commonwealth ofPuerto Rico include, among others,

ageneralsubsidyforcapitalimplovements.Alnostalltheseintergovernmentalrevenuesare
accou[ted for in the general firnd.

8. DUE TO GOWRNMENTAL ENTITIES

As of June 30, 201 I balances due to govemmental entities of the general fund consists of the

following:

Name
s 187,601Puerto Rico Retirement S

General Administration Services 215,036
'7 t,371Pue o Rico Department oflabor

,)7 SS5Puerto Rico Telephone Com

Puerto Rico Water A
Pu€rto Rico Employee Asociatiqq

1l1,826fuerto Rico Departnent ofTreasury

Municipal Revenue Collection Center

-31-
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JUNE 30' 2011

9. CAPITAL ASSETS

Include those changes pursualt to the implementation of GASB Statement No 34' follows'

Land and construction in progress are not subject to depreciation

Capital lssets activity for the year ended June 30, 2011 was as follows:

Retirements

and transfers
di spo sit ions

Balance
6t30t20t0 Additions

Balance
6R0/20t Ic overnmetrta I activiti€s:

Capital assets, not being depreclated:

Land
Construdion in progress

Total capital assets rlot being depreciated

Capital asets, being deprcciated

B uildings and building improvements
Infraesfuchrre
Vehicles
Equipmerlt

Total capital asseE being depreciated
Less: ac;umulated depreciation for:

Buildings aad building impro"€ments
Infraeshucture
Equipment
vehicles

Total acglmulated depreciation

$ r,994,657 $
39,134,t6r

2,110,000 $

4494,044

- $ 4,1.04.651

14,300,038 21,528,t67
---lra,s-T ----7.604rf l1!9S{l! $ 3 r.612.824

42,625,648 14,300,038 - 56,925,686

16,7t5949 16,715,949

1,280215 381,845 - 7 '62,0606.79s.888 l.l 12.809 7,915 7.qo0.162

--- i t.4-1i7t1t N ----11ir4.6c2 1.q)s 8e,204.451

r\349228 - 752,479 13,101,70'.1

42,625,648
16,7 ts 949
7,2802ts

14,300,038

381,845
1,112,809

gl,44tqss - t21,0% 9,s62,751

3)4sAM - 4743q 3,623,746

s.t8t297 380,372 5,561,6695- 181297 - JEu-J t,! ).)ol.oow
----mr2Ti8r----------------:-r728;:E- -----li:Ee-u-;
----4f2qoJ U Itra4.o% 1.7.16.2|q 57.J54.584
-3--T,r-624-529--5--70,}i8-,75--S-T6FCSi-T--s;ts7rnu

Depreciation expense raas charged to f nction progrcms of the Municipality as follows:

Govemrnental activities :

General govemment $ 83,898

Public safery 74,138

Public works 884,989

Culture and recreation 2,616

Health 623,93',7

Educational and tFining 58.706

-32-
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JUNE 3(), 2011

9. CAPITAL ASSETS (continued)

Government Wide Finallcial Statements

Capital assets purchased are caried at historical costs. Contributed assets are recorded at fair

value as of tle date donated Additions, Irnprovements and other capital outlays that

significantly extend the useful life of an asset are capitalized. Other costs incuned for repairs

anld maintenance is expensed as incuned. Depreciation ot1 capital assets is calculated using the

straight-line method over the following estimated useful lives:

Vehicles, Heavy Equipment
Fumiture and Fixture
Computer and Electronic Equipment
Buildings
In frastructue

5-10
5

50
60

$300
$300

$300
$l
$l

Improvements 20-40 $ I
In;ddition, the Muicipality assigned a 10% residual value on most Capital Assets.

Fund trinancial Statemetrts

The Municipality charged costs of capital outlays as expenditues categodes iII the

Govemmental Fund Financial Statements

10. CIIANGES IN GENERAL LONG.TERM DEBT

General in General Lonq - Term Debt

The principal long-term obligation of the Municipality is obligation bonds issued to finance

pemanent improvements and puchases of equipment. The Municipa.lity's long-tem debt

ietirements ari appropriated and paid fiom resouces accurnulaled in the debt service fund'

The following is a summary of Bonds outstanding at June 30, 201 1.

Description

Begiming
BalaDce Additions Reductios

Ending
Balance

s 8,991,000 s 2,aa2,764 $

Gen(ral Obliqatioo ts si

Description
Balance

06-30-2011
Due within
One Year

-series 

t992, $229S00 payable in annual installments of$4,000 to

$17,000 until 2016: with interest of5.75%. $ 75,000 $ 13,000

SUB-TOTAL 75,000 13,000

ond

GeneBl ObliBtions Bonds $ 54,456,776



MUI{ICIPALITY OF BARCELONETA, PUERTO RICO
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JUNE 30, 2O11
1r. CIIANGf,S IN GENERAL LONG-TERM DEBT (continued)

General Obligation Bonds:

Description
Balance

06-30-2011

Due \fithin
On€ Year

Series 192, $257,000 payable in anrual irsralrnents of 56,000 to

$19.000 unt 20I6: with i erestof5750.. s 85,000 s 15,0m

Senes 1992, 5600,000 payable in armual i.stalme.rs of $13,000 to

$44,000 unril 2016: wih inletest of 5-75'/0. 196.000 35,000

17,000
Serbs 193, $2??,000 palable in armual imtaftnerts of$6,000 to

52 I ,000 mtil 2016: w hh irnerest qt 5.75o o. 95,000

Series 195, $411,000 palable in amual instaltnerts of 59,000 to

$29.000 'dil 20I8: with interest ol 6.620 
".

173,000 21,000

Series 1998, $1J80,000 payable in annual instalhnents of S I 5,000 to

Sl2o,o00 luti 2022: witi in!9!9{ I4!gi!8]iggillIl-l9l!:q%- 975,000 50,000

Series 1998, $105,000 payable in annual insralrnents of $2,000 ro

$7,000 und 2023: * ilh inreresr of 4.5d o 64,000 ,1,000

Series 1999, StJ10,000 payable in armual instalhnents of $65,000 to

$185.000 rtrti]20l3: with interesr rangif'g frorn 2.7o/o to 7.81yo. 510.000 155.000

Series 1992, $3250,000 palable in annlEl instalments of$25,000 to

$ 160.000 urtil2012: with inter""t -nCC,l&tr2I1192%- 257.0t2 160,000

Serie 2008, $315,000 pa)able in armual instalments of $35,000 to

S55.OOO ilrltil2014: with interelt mnsing from 3.93% to 7.5%. 200,000 45,000

Serie 2oos, $1,840,000 payable in armual instalments of $70'000 to

5195.000 wtjl 2022: with interest randng ftom 3.93% to 7.5%. 1,615,000 90,000

Serie 2008, $1205,000 payable in annual insialrnents of S20,000 to

$ 105.000 until2032: with interest raneile 1l94f]2l%l9ll%j- 1,145,000 20,000

Serie 2008, 5860,000 palabte in annual instalments of $15,000 to

S70.0OO lnlti 2032: with interes! ransing ftom 3.93% to 7.5%. 815,000 15,000

Serie 1997, $5,875,000 payable in arnual ;istalments of $80,000 to

5515.000 mtil2O2l: with irneres. ranging fom 4.87olo to 6.750l- 3,925,000 235,000

Serie 195, $660,000 payable in annual instalrnents of $ I 5'000 to

.$75 O0O ufil2013: with interest mnd.g fom 6.11% to 7.71ol.. 190,000 55.000

Serie 1993, $833,000 payable in anrual iistalmen6 of $18,000 to

S65-000 urril 20161 wirh interesl of5 25'0. 287,000 51,000

Serie 2005. S5,500.000 palable ;n annual insialrnents of $200'000 to

$375,000 unril2022: wih inreresL of 1.3'o 4,150,m0 275.000

Serie 2006, $l0,940,000 payable in annual i.staknents of 5210,000 to

s?75-ooo mtil 2030: with interest Ensing fom 4.17% to t])b- 9,750,000 365.000

Seiie 2006, 53,695,000 paFble in amual insialrnents of 370,000 to

s255.000 Lntil2030: with ;nterest ransing fom 4.17% to 53ry- 3295.000 95.000

Serie 2007, $260,000 pa)able in armual inslalments of $30,000 to

$so,ooo until 2ot3; with inte!9!1lq!g!gll4ll2l%-]914- 110.000 40,000

Serie 2007, 5120,000 payable in annual irstalrnents of$10,000 to

S15.000 urtil2016: with interest ranging fom 3 93% to 7'lL 80,000 10,000

SL,'B-TOTAL s 21,931,012 $ 1,753,000
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10. CHANGES IN GENERAL LONG-TERM DEBT (continued)

ReYenue OblisatioD Bonds

Description
Balance

0rF30-2011

Due within

Sefr e-2oi-7,-$7,f m-jj-oprybElffi nudltuallmen$of $30,000r0

$165,000 until 203 I; with inlerest ranging from 3.93% to 7% $ 1,870,000 $ 40,000

SAil 9-m;$00I0I payfrEln a,rnuel lnstallments of $ 10,000 lo

$40,000 until20l6;,vith inteEst ranging from 3.29% to 7.5% 170,000 25,000

Sft 100-tT5, jjj-i-opa@-in2lritlat-'nstallmentsof $95,00010

$380.000 until 2028;with interest rangirg from 4.5% to 6% 4,345,000 145,000

Serie 2008, $3,555,000 parable in annual installmefis of$50,00010

$300,000 until2032;with inlercst ranging flom 1.53% to 7.5% 3.450,000 60,000

yer?trl0-Jl;59t000 payabE m arniual inslallnenls ot uz),uuu t0

$135,000 0ntil 2034; with interest ranging fmm 5%to7 5% 1,5?0,000 25,000

SEii6l[0'IJi6]fJ00 payalt tn arnual installmentr ol $9u,uuu t0

$450,000 unlil 2031; with inte€sl rarging fom 3.93 to 770. 5,235,000 I15.000

SEie?0fT;$ 
'8-Z000EyaEle 

in attntral installments of $25,000 to

$152,000 until2034;with intercst mnging fiom 5% lo 7 5% 1,802,000 30,000

ffizl-t0,-f60tI0dpayaEl-in annud installments of $?0,000 to

$105,000 until20l6;with intelest ranging film 5% to 7.5% 535,000 75,000

sefl e--20=td,Tj4S000paydGlnannudfnstalhnenhof $40,00010

$65,000 until2016; with inhlest mnging fiom 5% to 7 5% 305,000 40,000

Si;i0-10,-Tj-ljj--j-il6Im0patrETannudl,rstallmentsol53T0,000ro

$720,000 unlil20l9;wilh interest mnging from 5%to 6.5% 4,495,000 400,000

serie 2-0il;f4,9trI;000-paF6L h anntral installnents of $370,000 to

$860.000 until20lTlwith interest langing ftom 6% to 7% 4,900,000 555,000

Sei'er[il;TfmfOo pay-;bm annual in$allme s of $25,000 to

$130,000 until2034;with inteEsfanging ftom 6% to?.5% 1,510,000 25,000

Serie-20lTsf-04,000 paya ual installments of $15,000to

$89,000 uniil 2035; with interest mnging fiom 6% lo 7.5% 1,104,000 r5,000

ffi er0iT$i:ffi100-paya6faln annual installments of $25,000 to

$ I 16,000 until 2030; with inlercst ranging ftom 6% to ?.5% t,t81,000 25,000

S;fem , $81p00 pay-ibialn annual installmenls of $ 10,000 to l; I 6,u00

until 201? i with interest rangin g fton 6r/, lo 7 5% 81,000 10,000

$

s 60,565,012

-35-
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The Municipality is requied to limit the amount of general obligation debt to l0% of the

total assessment ofproperty located within the Municipality, for bonds to be repaid with the

proceeds of property ta.x restricted for debt services. Other obligations include compensated

absences; LIMS refinance debt, claims andjudgments.

12. DEBT SER\1CE FUND

The rcvenues of the debt service firnd arise from the additional property tax and are

recognized when collected and reported by the CRIM (See Note 2). The CRIM retains these

collections for the payment of principal and intercst of bonds and notes issued by the

Municipality use<I. Interest income is used for the payment of interest or special obligations

notes and property taxes are for the debt service requirements of the general obligations

bolds and notes.

The Goverrunent Development Bank pays principal and interest on these obligatioN for

Puerto Rico ftom funds obtained ftom the Following:

MUNICIPALITY OF' BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

The annual debl service requirements for the bonded debt outstonding as June j0, 2011 are

as follows:

Year Ending Principal Interest Total

2012 $ 3,266,000 $ 2,684,411 $ 5,950,41I

2013 3,315,000 3,260;734 6,515,734

20t4 3,610,000 3,118,918 6;728,9t8

2015 3,495,000 2,866,124 6,361,124

2016 3,672,000 3,672,000 '7.344,000

Subsequent Years 43.20'.7,012 19,990,899 63,t979i

Property taxes $ 4,889,232

General funds 1,002,986

Special funds 915,000

Municipal sales tax 519,7'72

$ 1,326,990

Expehditures for the yeff 2010-2011 were as follows:

Principal $ 2,882,764

Intercst 2,323,785

TOTAL $ 5,206,549
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTF^S TO FINAI{CIAL STATEMENTS

JUI{E 30, 2011

13. RETIREMENT PLAN

Plan Deseription

Regular full time employees of the Municipality contibute to a cost sharing multiple-

employer defined benefit retirement plan, administered by the Employee' Retirement System

ofthe Govemment ofPuerto Rico and its instrumentalities (ERS). ERS covers all regr.rlar firll
time public employees working for the cental governmeflt, public corporatioN and the

municipalities ofPuerto fuco. The system provides retirements pensions, death and disability
benefits. Retiement benefits depend upon age at retirement and number of yean of credited

service. Disability retireme[t benefits are available to members for occupational and non-

occupational disabilities. Benefits vest after tell years of plan participation. The system was

created under Act 447, approved on May 15, 1951, "Retirement Pensions, Disability and

Death Benefits", as amended, and became effective or January 1, 1952. ERS issues a

publicly financial report that includes financial statements and required supplementary

infomation of the Plan, which may be obtained from the ERS at G.P.O. Box 42005, San

Juan Puerto fuco. 00940.

The armual retirement benefits for those regular full-time employees hired on or before

March 31, 1990 or those attaining pemanent status before that date (Old Plan) and for those

hired or attaining permanent status on or after April l, 1990 Q\ew Plan) are as follows:

OLD PLAN &AW 447)

Eliqibilitv

Age 55 and 30 years

Of service

Under 55 and 30 years

Of service

Pension Benefits

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

annual retirement be[efrt equal to 1.5% of the 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
yeals.

No benefit is payable ifthe participant receives a refund ofhis accumulated contributions.

Additional information ofERS is provided in its financial statements for the year ended

June 30, 2011 a copy of which can be obtained from the ERS, Minillas Station, PO Box

42003, San Juan, PR 00940'

5% ofaverage highest compensation
during any years ofcredited service

65% of average highest compensation
du ng any 3 years of credit service
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MUNICTPALITY OF BARCELONETA, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30' 2011

13. RETIREMENT PLAN (Contifluation)

NEW PLAN GEFORMA 2OOO)

Elisibility

Age 65 with l0 years

of service

Pension Benefits

.5oZ of average compensation during
tlle final 5 years of credited services

multiples by the numbers ofYears
credited service

For both plans, the employees are vested when attaining ten years of plan panicipation'

Disability and aeath benefits are available with certain limitations and all aruruities in pay

status wiil be increased every tkee yearc by 3% subject to the approval by the Legislature

ofPuerto Rico.

Reform 2000 is a hybrid defined contribulion 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,

iogether with those ofthe cunent defined belefit plan. Benefits at retiremeflt age will not

be-guaranteed by the Commonwealth of Puerto Rico. The annuity will be based on a

fo#ula which assumes that each year the employee's contribution (with a minimum of
8.275Yo of the employee's salary upon to a maximum of 10%) will be invested in an

account which wili either: (l) eam a hxed rate based on the two-year Constant Maturity

Treasury Note or, (2) eam rate equal to 75o% ofthe return ofthe ERS's investment potfolio

(net of management.fees), or (3) eam a combinatiol ofboth altematives Participants will

,"""ive p..ioii" u"count statements similar to those of defined contribution plans showing

their accrued balances. Disability pensions will not be gmnted under Refom 2000. The

employer's contribution (9.275% of the employee's salary) will be used to fund the current

plan.

Fundine Policv

The Act 447, as amended, is the authority ulder which obligations to conlribute to the Plan

by the Ptan members, employer and other conhibuting entities are established or may be

amended. The required contributions made by the Municipality were based on percentages

established by the Administator of the System such percentages weJe not based on

actuarial studies as required by generally accepted accounting pdnciples An actuadal

computation of the annual contdbution applicable to the Municipality..has not been

preDared. Accordingly, ihe amounts by which the actual contributions differ fiom the

iequired actuarial contriburions are not known
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

13. RETIREMENT PLAN (Continuatior)

Contribution Requirements

The Municipality's total pa)Toll for the fiscal year 2011 amounted to approximately

iio,oOo,s:2. ttre puerto'fuco Commonwealth legislation requires employees to

"ii-ttir" S.llSX ot gross salaries up to $6,600 plus 8 275% of the gross salary in excess

"iii,OOO. 
n 

" 
Municipality is required to contdbute 9'2'75yo of gtoss salary annually

during y"ut ZOtt. The Municipality actual colttributio-n under-Act 447.and Reform 2000

durin! year ended on June 30, 2011 was $340,055 and $476,498 respectively

Actuarial Valuatiop

As of June 30, 2010, the ERS has an unfi.rnded accrual liability of approximately $17 1

tiitoo, t"p."tiotittg.a 9.7% funding ratio This inJomation is not available by each

participating govemmeflt agency or municipalities.

Net assets of the system consist principally of investments in stocks alrd bonds and Ioans

to participarts. The projected unit credit actuarial cost method was used for the actuadal

calculation. Significant assumptions were as follows:

7 .5o/o aleat
3.OYo Yeer
For Geleral Employees and Mayors, RP-2000

Employee Mortality Rates fo! 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 and females, projected on a
generational basis using Scale AA.

Post-retiremelt Health Mortality Gender-specific mortality rates were developed

based on a study ofplan's experience ftom 2003 to

2007. Sample rates sho\'m below are as of 2005

and are thereafter projected on a genemtional basis

usirg Scale AA'

Post-retirement Disabled Mortality RP 2000 Disabled Annuitant Mortalify Rates'

without Projection'

a) Interest rate
b) Salary increases

c) P.e-retirement Mortality
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MI'NICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINAICIAL STATEMENTS

JUNE 30' 2011

13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

d) Temination

e) Disability

Withdmwal rates vary by employee category. The

annual mte oftermination is as follows:

For general employees 2.0Vo

For police and fire l.60/o

For Mayo$ 3.0%

Rates are based on the six month elimination period

rates in the 1987 Commissioners Grcup Disability
Table, adjusted as set forth in the table below.

Rates of disability cease to apply once a member is

eligible for the 7506 ofrhe Highest Salary maximum

benefit.

100% of disabilities occurring while in active

service are assumed to be occupational for members

covered under Act 127. For other members, 907o of
disabililies occurring while in active iervice are

assumed to be occupational and l0oZ are assumed to
be non-occupational.

Adjustment to 198? CGD'f
Act Members CoYered utrder

Act 121

Other
Members

441 100% 75%

1 100% 75%

2000 100% if more than l0 years

ft om retirement eligibility.

300% if at or Past retirement
eligibility.

Interyolated from 100% to
300% in the 10 yeals Ieading

uD to retirement eligibility.

75%
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MUNICIPALITY OF BARCELOI{ETA, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUI{E 30, 2011

13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

f) Retirement Rates ofretiremeflt vary by employment category,

Act, ard by age and yeals ofcreditable Service'

A '- ---o 
l+l C"o"*l rrr ploy"". 0 o"lud". c.

Service CoIIdition

45 to 49

50 to 53

stem 2000 General Em
Non-hazardous

Act 447 Police & Fire
Service Condition

45 to 48

5l to 56

-41-

Ase 10 years 25 years 30 years
10.0%
15.0

54 20.0

55 to 57 r0.0% 20.0

58 5.0% 10.0 20.0

5q rn 64 10.0 t 5.0 20.0

65 to 69 15.0 r 5.0 20.0

70 100.0 100.0 100.0

As€ Hazardous

60 to 66 t5.\vo t2.0%

67 100.0 100.0

Age 10 vears 25 years 30 Years

I t0.0%

49 15.0

50 7.0% 15.0

15.0 20.0

57 20.0 30.0

58 2.5% 20.0 100.0

5q fo 54 10.1 25.0

65 to 69 10.0 30.0
'70 100.0 100.0



13.

MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continr-rcd)

Svstem 2000 Police & Fire
Service Condition

Ase l0 vears 25 years 30 years

45 to 48 9.0%

49 13.5

50 6.30/o 13.5

51 to 56 13.5 18.0

5'7 18.0 2'.1.0

58 2.25% 18.0 21.0

59 to 64 9.0 22.5 27.0

65 to 69 9.0 2'1.0 31.5

70 100.0 100.0 100.0

50% of participanls assumed to be married
at retircment, with females assumed to be

four years younger than males.

15% of retiring emPloYees assumed

to pay contributioN retoactive
contuibutions at retirement.
3olo every thid Year

Competrsated Absetrces

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

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

iiubility hus b""n 
"ul"ulated 

usilg the vesting method, in which sick leave.amounts for both

employees who curren y are eligible to receive termination pa)'rnents and other employees

who # expected to become eligible in the future to receive such palmenls upon termination

are included.

g) Prcportion ofparticipants with spouses

h) Number ofemployees electing high

i) Cost-of-living adj ustments

Accordingly, the pension expense for fiscal year 2011 was approximately $850'000 that

represented 100% Lfthe contributions required by funding policies ofthe Plan'

14. LONG TERM LIABILITIf,S
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JI,NE 30, 2O11

14. LONG TERM LIABILITIES (continuation)

Compensated Absences (continuation)

The changes in Compensated absences for the year ended June 30, 2011 are as follows:

Govemnental activity June 30,2010 Net increase June 30, 2011
Due within
One year

Compensated Absences $2,631,436 $386,706 s2,244,'730 $318,612

LEASES

Operuting Leases

The Municipality has several short-term operating lease agreements coveriflg some of the

Municipality's piemises and equipment. Most of the agleements are renewed aanually'

Total rental expinditures for thi year ended June 30,2011, were approximately $780'820

included in all firnds.

CLAIMS AND CONTINGENCIES

Co tingencies

As per Act No. 72 of September 7, 1993, Act of the Health Il'surance of PR

Administatio[", (HIA) should negotiate with the municipalities a coltribution ftom the

opemtiolal budgei for the medical services covered by the Health Care Refom The

tuluni"ipulity pAi $t,148,888 during the year to Health Insuance of PR Administration'

On July 1, 1997, there was an amendment to Act No. 72 in which it was established that the

Ua-"" iu" to HIA fiom October 1994 to June 30, 1997 would be eamed ftom the

additional lottery games.

Federal Proqrams

The Municipality participates in a number of federal financial assistance progams'

Although thi Municipality's grant pro$ams have been audited in accordance with the

provisiins of the Singie Audit Act of 1984, as ametrded, these pro$ams are still subject to

hnancial and compliance audits and resolution of previously identified questioned costs'

These grants are aiso subject to audit on behalf of the gBntors to assure compliance with

gant piovisions. If expenditures are disallowed due to noncompliance with gmnt pro$am

iequirements, the Municipality may be required to reimburse the grantor agency

Accordingly, the Administritiors compliance with applicable grant requirements will be

establishei at some future date. Nevertheless, the Municipality's management expects the

amoont of expenditues, which may be disallowed by the grarting agencies from such

audits, to be irnrnaterial.
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTF,S TO FINANCIAL STATEMENTS

JI,NE 30,2O11

r6. CLAIMS AND CONTINGENCIES (continuation)

C o mptrcller's qflic e Audi t s

The Municipality of Barceloneta, Puerto Rico, has been audited by the Comptroller's OfTice

ofthe Commonwealth of Puerto Rico. The Comptroller's Office has not issued a final report

related to the financial operations ofthe Municipality for the prior pedod ofthe single audit'

These audit rcpois do not cover any findings subsequently disclosed to Municipality

operalions by the Comptrollers' Office.

17.

The Mutricipality is a defendant in a number of lawsuits arising principally from claims

against the l\'Iunicipality for alleged improper actions. It is management's-opinion, based on

t.lie advice of the legal counsel, that the probable claims against the Municipality not

coveled by insuance arc not determined at Ju[e 30, 201l.

MUMCIPAL SALf,S TAX

Pursuant to the provisions of the Law number 80 of July 29, 2007 ard effective August l,
2007, the citizenship contribution was uniformly established in 1 5%, of which 1% will be

collected by the Municipalities and the remaining .5% will be collected by the Trcasury

Departrneni of the Commonwealth of Puerto fuco. Also, this Law uniformed the use of the

co;tdbutions of 1.5% in the following activities; solid waste disposal costs, recycle, public

works and improvements, health services and security services'

The Municipalities of Puerto Rico are responsible to collect 1% of the coEesponding tax

with the same exemptions and limitations that the portion collected by Treasury

Department. The Act provides and optional sutax on the un-processed food This surta'{

must be approved by tire Municipal Legislature. The Treasury Departrnent-is rcspoNible to

create the Municipal Development Fund (.02%), the Municipal Redemption Fund ( 02%)

and the Municipai Improvemlnts Fund (.01%0 with the remaining 0 5% The Municipality

collected $3,356,424 during the year ended June 30, 2011.

LAND IIELD FOR SALE

The Municipality, as part of a stategic within the "Plan de Obras y Mejoms Permanentes",

has acquired se,reral iarcels of land for sale in the near future The above mentioned land is

ideal for the consmrition of tourism facilities, light industries and general commerce that

will consolidate the economic development of the Municipality of Barcelonela The total

cost o acquiring this land is approximately $3 million'

18.

-14-

Contineencies and claims and iudgments against the Municipalitv



MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2011

19. MI]NICIPAI, SOLID WASTE LANDFILL CLOSURE AND POST.CLOSURE COST:

State and federal laws and regulations require the Municipality to place a final cover on the

Muricipality's landfill site when it stops accepting waste and to perfom- certai[ maintenance

ald mo;ito;ng functions at the site for 30 years after closure. In accordance with Statement

No. 18 of thebASB (GASB 18), "Accounting for Municipal Solid Waste Landfill Closure

ardPost-closueCareCosts",theMunicipalityhastoperformastudyoftheactivitiesthat
need to be implemented at the Municipality's landfill to guarantee the ma'\imum yield of
available space and to comply with applicable state and federal rcgulations'

The Municipality of Barceloneta discontinued the landfill operation on December 31, 1998,

allowing th; United States Environmental Protection Agency @PA) by the Coffent Decree

(CERf,L-00304). State and Fedeml laws and regulations require the Municipality to perform

certain closure procedues and establish monitoring and maintenance function at the landfill

for 30 years after closure. During fiscal yeat2115-2006 the U S Environrnental protection

Agency presented the firct five - year review (the report) for Barceloneta Landfill site and

foi"a tat tt" remedy was constructed according with the requirements of the Record of
Decision and that theiemedy is functioning as designed according to the report and that the

immediate threats have been addressed and the remedy is protective in the short{em The

Municipality implemented codrols in order for the remedy to be protective in the long-term'

During this yearthe Municipality provided maintenance and monitoring to the landfill super

fund site with the employees ofpublic work department.

The estimated arnual Post-closure applicable to entke landfill is as follows: Maintenance of
final cover $70,000, Ground water monitoring $25,525, total landfill cost $95,525

Accordingly the total landfill costs for the next eighteen years are estimated for $1,719,450,

and are included in the wide finaDcial statemetrts.

-45-



MUNICIPALITY OF' BARCELONETA, PUERTO RICO
NOTES TO FINAI{CIAL STATEMENTS

JUNE 30, 2O1r

- 20. RESTATEMENT OF 2O1O FINANCIAL STATEMENTS

During the fiscal year ended Jme 30, 2011 the Municipality noted that cedain liabilities had
beelr overstated or understated as well as other differences related with adjusto[eots to capital
assets and reclassification of certain fund balances. As a result the fi.rnd balauce of program
fimds at June 30, 2010, as previously reported, had been increased by $63,699 in the Bond
issue fimd, the debt service firnd decreased by $921,011 and other funds by $4,105,873.

Net Herd Bond HI]D Debt Gher

Start ProgmnE S€nice Fuds

Beginnirg balance at

June30,20l0 $ 2&873,176 $ 135,96 $ t277!73 $ 8r,888 $ r 335,784 $ 67,881

AoournsDa!€ble carEeiled

fiom For )Ear 4,32994 2&78s 63,69 619

L@n to paid expense tom
prior)tar (921,0 n 4,105,873

BeginnirE balance, as

resaEdJme30.20l0 s 2q306170 s 164781 $ lJ.ll,l72 $ 82,$7 $ 5l,t,7B s 113,7s/
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JUAN A. FELICIANO CHARNFCO
Certified Public Accountant

Urbanizaci6n Matienzo
151 Calle Miguel Salas
Arecibo, PR 00612

Tel: (787) 879-4433
Fax: (78? 880-1402

REPORT ON INTf,RNAL CONTROL OVER FINANCIAL REPORTING AND
COMPLIANCE AND OTIIER MATTERS BASED ON AN AIJDIT OF FINANCIAL

STATEMENTS PEMOR]\{ED IN ACCORDANCE WITII GOVERNMENT
AIJDITING STANDARS

To the Mayor and Municipal Couacil
Muoicipality of Barceloneta, Puerto Rico

We have audited the fioarcial statements of the govemmental activities of Muticipality of
Barcelolet4 Pueto Rico as of and for the year ended June 30, 2011 and have issued my rcpoft
thereon dated March 20, 2012. I conducted my audit in accordatrce with auditing standards generally

accepted in the United States of Amelica and the standards applicable to financial audits contained
ir Government Auditing Standards, iss.redby the Comptroller General of the Udted States.

Internal Control Over Financial Reoorting
h plaoning and perfomitrg my audit, I considercd Mu icipality ofBarceloneta i[temal contlol over
finarcial reporting as a basis for designing my auditing Focedues for the purpose ofexpressing my
opinions on the fioancial statements, but not fol the purpose of expressing an opidon on the

effectiveness of the Mrmicipality of Barceloneta internal control over hnancial rcporting.
Accordingly, I do not express an opinion on the effectiveness of the Muoicipality of Barceloneta,
Puerto Rico's internal cotrtol over financial reporting.

A deficiency in interhol cor?tol exists when the design or operation ofa contol does not a.llow
management or employees, in the normal cowse ofperforming their assigned fimctions, to prevent,

or detect atrd colect misstatements on a timely basis. A naterial wea,tness is a deficiency, or
combination of deficiencies, in iotemal co rol, such that there is a reasonable possibility that a
material misstatemeot ofthe entity's financial statements will rct be preveDted, or detected and
corrected on timely basis.

My considemtion of intemal control over financial reporting was for the limited pupose described in
the first paragr4ph ofthis section and was not designed to identiE, all deficiercies in intemal contol
over financial reporting that might be deficiencies, significant deficiencies or matgrial weaknesses. I
did not identifr any deficiencies iE intemal contol over fmancial reporting that I corsider to be
material weaknesses, as defined above.
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Comrliance and Other Mafters
As part of obtainiag .easonable assurance about whethe! Mrmicipality ofBarceionet4 puerto Rico,s
firEncial statemeEts ar€ ftee ofmaterial misstatened, I perforured test ofits compliance with certain
provisiols of laws, regulations, contacts, and graot agreements! noncomplianc€ with which coold
have a direct aud material effect on the determinatioq of fiDaDcial statemed amounts, However,
prcviditg an opinion on compliance with those provisions was not ao objective of my audit, and
accordingly, l do not express such an opinion. The rcsults ofmy tests disclosed oo instaaces of
noncompliance or other matte$ ttrat are required to be tepoted uDder Govemment Auditing
Standards.

we noted certain matte$ that I reported to maragemelt ofMlnicipality of Barcelofleta puerio Rico
in a separale letter dat ed March 20,2012.

This report is intetrded solely for the iaformation and use of management, Municipal Council and
federal awarding agencies and pass-through entities .nd is not itrtended to be and should not be used
by anyone other than these specified parties.

Arecibo, Puerto Rico
Marcb20,2012

The stamp oumber 2G2?9D2
was amxed to the
odginal ofthis report

e6aa10a

FELICIANO CHAfu\ECO

Deirmber 1, 2013

-48-



JUAN A. FELICIANO CHARNECO
Certifled Public Accountart

151 Calle Miguel Salas
Arecibo, PR 00612

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

RXPORT ON COMPLIANCE WT I REQUIRf,MENTS APPLICABLE TO
EACE I1LA.JOR PROGRAM AIID INTERNAL CONTROL OVER COMPLIANCE

IN ACCORDANCf, WITH OMB.CIRCT]LAR A-133

Itrdependent Auditor's Report

To the Mayor and Municipal Council ofthe
Municipality of Bnceloneta

Barceloneta, Puerto Rico

Comoliance
I have audited the compliance of the Municipality of Barceloneta, with the tnes of compliance
requirements described in the U.S. Ofiice of Management arld Budget (OMB) Cilculd A-133
Cor pliance Supplement lhat could have a dircct alld material effect on each of its major federal
programs for the year ended June 30, 2011. The Municipality ofBarceloneta major federal programs
are identified in the summary of auditor's results section of the accompanying schedule of findings
ald questioned costs. Compliarce with the rcquirements of laws, regulatioDs, coDtracts ard garts
applicable to each of its major federal programs is the responsibility of Municipality of
Barceloneta's maDagement. My responsibility is to express an opinion on Mu cipality of
Barcelonela compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards genemlly accepted in the
Uoited States of America; the standards applicable to financial audits coqtained in Government
Auditing Standad' issued by the Comptroller General of the United States; and OMB Circular A-
133, "Audis of States, Local Govemments and Non-Profit Organizations". Those stardards and
OMB Circular A-133 rcquie that I plan atrd perfom the audit to obtain reasonable assuance about
whether non-compliance with the qpes of compliance requkements referred to above that could
have a direct afld materiai effect on a major fedeBl progmm occurred. An audit includes examining,
on a test basis, evidence about Municipality of Barceloneta's compliauce 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
detemination of Municipality of Barceloneta's compliance with those requkements.

In my opinion, Municipality of Barceloneta, Puerto Rico, complied, in all matedal respects, with the
compliance requirements rcfered to above that could have a direct atrd matedal effect on each ofits
major fedeEl progians for the year ended Jrme 30, 2011.
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' 
uul"n""i"ii"iii ur"*a 

"o,trol 
overcomptiance that mislt be deficiencies, .ierifi"u.,t J"iluol, --iriir"ir"r,*"rr"s. 

I did notidenlify anv deficiencies in i,,remar 
"oo=trol 

o.,re. 
";;;i."""*rL.:";';dider to be materialweakDesses, as defined above.

This repon is iareoded solely for rhe bformarion aod use ofmanagement, Municipal Council, otberswirhin rhe entiry, and federal awa:.dino ugen"l"s ard pass_rhiicf;;;:;:"t. nor inrctrded to beaod should not be used by anyone orhei thaa rh"." .p."in"a ruriE.--"""" 
*-

Arecibo, Puerto fuco
Meach20,20t2

The stamp number 2L2?!
was affixed to the
odginal ofthis rcport

-EiEts i:__-
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U.S. Departm€nt ofHousins and Urban Developmenl

Passed-through State Commissioner of Municipal Affairs
Community Planning and Development

Community D€velopment Block Gmnt (State P.o8rm)
CDBG - 2009 14.218 2004 to 2010 $ 882,037

ARRA - Comnunity DevelopmeDt BlorkGrrrt ProgrrE
ARRA ED(itlement GmDt 14.253 CDBG-R 36.262

Direct Program:

MI'NICIPALITY OT BARCELONETA, PUERTO RICO

SCHEDULE OF EXPEr{DITI'RF,S OT FEDERAI ASARDS
FOR THE TISCAL YEAR ENDED .'UI{E 30, 2O11

ARRA - Homeless PrevetrtioD & R pid Re-Horlsing Program 14.257 186,693

S€clion 8- Housing Choice voucher
Community Development BlockCrant - Section 108

Totll U.S. Depirtment ofHousiDgand UrbaD Development

U.S. Department of Halth a'd Human Servic€s:

Administration for child.en and families

Direct Program:

Early He3d Start

ARRA - Early He.d Start

14.871 RQ-46-V-054-002/004 767,47 |

93.600 02-CH-9892-03 1.152,424

93.709 02-SE-9892-01 5,168

1,872,163

118,109

Passed-througlr the Commonwealth ofPue'to Rico Govemors Ofrice for $e:
Care and Integral Development of Children:

Head Stan 93.600 02-CH-0483 2,845,467

ARRA Hesd Start - Stimulus 93.708 N/A 169,616

ARRA Child Carc Development Block Gradt 93-713 394,264

Pasled-thrcugh the Commo.wealth of Pueno Rico Govemors Omce for ine:

Administration on Aging
Special Progam for the Aging - Titl€ lII, Parl B Gmnt for

Supponive Service and Senio. Center 93.044

Total t.S. Departnetrl ofH€alih and Huden SeMce 4,685,0.r8

Federal G ratrtor / Pass-throush Gratrto. Prosram Title
Federal CFDA
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MUI{ICIPAIITY OF BARCELONETA, PUERTO RICO
SCHEDI'LE OF EXPENDITURES OF FEDER.AI AUIARDS

FOR THE FISCAL YEAR EI{DED JUI{E 30, 2O11

Ped€ral Grrntor/ Pass'throush Grantor Program Title
Federal CFDA

Il-S. Departnent of Justic€

Office of Juvenile Justic€ and Delinquency Pr€vention

Pass€d-tkough - Corunonweallh of P.R.

Offi ce of Youth Atrairs, Govemors Offi ce

Edward Byme Memorial Justice Assistance Gmnt

Total U.S. DepartmeDt of Jlstice

U.S. Department of AsricultuEl
Passed-through lhe Commonwehh ofP.R. Govemo6 Ofiice for the:

Depatment ofEducation
Child Carc Food Prcelam

Child Care D€velopment Food Progam
Early Child Care Food Progam

Total U.S. Departme ofAgricullure

U.S. Department of Transponation Fedeml Transit Administration

Direct Progmm:

Fedeml kansiL ' Capilal lntesrment Granrs

ARRA FedeEl Trfist Formula Grints

Passed-through the Connnonwealth ofP.R. Govemors Omce of
Puerto Rico Tramc Safety Cornmission

State and Community Highway Safeb/

Total U.S. Department of Transportation Icderil T.rnsit Adminktrrtiotr

U.S. Departmentof Tmnsportation Fed€ral Tmrsit Adminislralion
Passed-thlough th€ Commonwealth ofP.R. Govemo6 Ofiice of
D€panment of Justice P.R.

ARRA Federrl Trarsit Formula Grants
Tolal U.S. D€plrtuert ofJustice

TOTAL EXPENDITURE FEDERA.L AWARDS

See notes 10 lhe schedule of expenditur€s of federal awards.

2009-su-89-0051 137,22E

137,224

l0_558

10_558

10.558

20.500

20.547

N/A
N/A
N/A

N/A
N/A

N/A

299,935

23,969

36,744

360,648

288,616

301,505

20.600 22t,050
8ll,l7l

16.80i N/A 62.549

62,549

_!__L,929-,r07
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MUNICIPALITY OF BARCELOI{ETA, PUERTO RICO
I{OTES TO THE SCHEDULE

OF' EXPEI{DITURES OF tr'EDDRAL FINAI{CIAL AWARDS
F'OR THE FISCAL YEAR EI{DED JUNE 30, 2O11

(I) GENERAL

The accompanying schedule of expenditures of federal awards includes the federal grant

activity of Municipality ofBarcelonet4 Puerto Rico and is presented on the modified accrual

basis of accounting. The rcporting entity is defitred in Note 1 to the financial statements of
the Municipality. The information in this schedule is presented in accordance with the

requirements of OMB Circular A-133, Audits of States, Local Govemments, and Non-Profit
Organizations.

(2) MAJOR FEDERAL AWARDS

The Community Developme[t Block gants, Housing Assistance Payments Prognms, Health

and Human Sewices Programs, U.S. Department of Agricultue - Food Programs, Federal

Transit Adrninistration Program and American Recovery and Reitrvestment Act Stimulus
Programs represents the major federal financial awards of the Muricipality. Major federal

awards represent 9670 oftotal expenditures.

(3) FEDERAT CFDA NI-IMBER

The CFDA numbers included in this schedule were determined based on the program name

review of gmnt contract information and the offrce of management and budget catalog of
Federal Domestic Assistance.

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Federal financial assistance expenditures are report€d in the Municipalrty of
Barcelonet4 Puerto fuco Combined Statement of Revenues, Expendih.Ees and Change in
Fund Balances - All Govemmental and T)?es as follows:

Desc riDtiotr

Hud
Programs

Head Start
Programs Other funds Total

Federal Programs

Expendi tures $ 1,8'72,463 $ 4,685.148 $ 1,371,596 s 7,929,207

State & Municipal
Expenditures 2,4t1,46t 2,411,461

s 1,812,463 s 4,685,148 s 3,783,057 $ 10,340,668

-53-
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

rOR THE YEAR ENDED JUNE 30, 2O1T

A. Summary ofAudit results

Finalcial Statements

Type ofauditor's report issued:

Internal cotrtol over fimncial reporting:

Material weakness (es) identified?
Significant deficiency(s) identified not considered

to be material weak[esses?

Noncompliance material to fi[ancial statemelts noted?

Federal Awards

Intemal contol over major progams:

Material weakness (es) identified?
Significant dehciency(s) identifred not
Considered being material weaklesses?

Type of auditor's report issued on compliance
for major proglams

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

Unqualified

Yes X No

Yes X No

Yes X No

Yes X No

Yes _!_No

Unqualified

Yes X No
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2011

Ide[tification of Maior Proerams

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

Auditee qualified as low-risk audit X Yes 

- 
No

B - Financial Statements Findinss
No matters werc rcported regarding reportable conditions, material
weaknesses, and instances of non-compliance related to the financial
statements that are required to be reported in accordance with
pamgraph 5 . 1 8 through 5 .20 of Govemmental Auditing Standards.

C - Federal Award Findines and Ouestioned Costs

Federal Progam Infomation

CFDA Number(s) Name ofFederal Program or Cluster

t4.871 Section 8 - Housing Choice Voucher

93.600
Head Start
Early Head Start

10.55 8 Child Care Food Prosram
t4.228 Comrnunity DeveloDment Block Grant (State Program)

20.500 Federal Transit Capital Investment Grant

t{.251 ARRA - Homeless Preyention and Rapid Re-Housing Program
16.803 ARRA - Byrne Memorial Justice Assistatrt Grant
20.501 ARRA - Federal Tratrsit - Formula Grants
93.708 ARRA -Head Start
93.708 ARRA - Early Head Start
93.713 ARRA - Child Care Development Block Grant
1,1.253 ARRA -Community Development Block Grant Program

ARR-{ Entitlemetrtcrant
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MUNICIPALITY OF BARCELONETA
SCHEDULE OF FINDINGS AND QUESTIOI{ED COSTS

FOR THE YEAR ENDED JUI{E 30, 2011

Program: Accounting atrd Finance Department
General Fund - Deficit
Year ended June 30,20ll

Finding / Noncompliance
Questioned

CostRef. No.

2011-01 Statement ofcondition and Criteria -0-

It was noted in my test of balance of accounts that the Municipality is not
complying with the criteria established by the Standards of Financial
Management Systems for Regulations for Municipal Admioistration and

with GASB codifications 1700, with requirements stated in OMB Circular
A-133.

Cause
The Municipality has some deficiencies itr its fiflancial management

systems, and financial reporting practices as rclated to the Geleral Frmd.

Effect
The lack of deficiency in the financial management systems does not
pemit the Mudcipality:

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

provisions.

Auditors Reconmendation
The Municipality should revise and evaluate in a monthly basis revenues

and disbursements to adjust disbusements to the rcvenues receipts to
comply with the Standads of Financial Maragement Systems for
Regulations for Municipat Administration; ard with GASB codifications
1700 with requircments stated in OMB Circular A-133. lmplement
measwes to reduce the Mmicipal deficir. Evaluate the impact in the

revenues ofthe change i[ construction tax and the increase ofthe real arld

personal taxes. Evaluate the impact in the disbusement to approve only
necessary professional services and consolidate services.

Municipality Response
The Municipality management took sedous and radical measures to
minimize the impact of this condition arld expects to corect them in the
near future.
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sr"*o$"Xli'iii'#ot""r'*5i'^!uoJ,'#i*r,**
rOR THE YEAR ENDED JUNE 30, 2011

- 2010 - Finding No. 1: Accounting aIId Finance Departrrent
General Fund Deficit
Yeax ended June 30,2010

- Finding reported again
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CORRTCTIVE ACTION PLAI{
YEAR ENDED JUNE 30, 2OTT

(co TrNUE)

Ref. No. Findine /Corrective Action
201 l-01 Plaaned,/Person Responsible:

Statement of Condition:

Articipated
Completion Date

On or before
The General Fund is not complying with budget balances endof2011-12
and criteda established by the Standards of Financial
Management System for Regulations for Municipal
Administation, with GASB codification 1700, with
Requirements stated in OMB Circular A-133 and with
Budget requirements ofMunicipal Law number 8l of
August 30, 1991 as amended.

Conective Action Planned:
The Finance Director will establish adequate procedue to
pemit the prepamtion ofreliable budget and comply with
all standards, requirements and laws that apply.

fiscal vear

Person Responsible:
Noel Gutidnez
Finance Director
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