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IUIICIPALITY OF BARCEIOI{ETA
MANAGEUEI|T'S DISCUSSION A.ITD ANALYSIS

JTJNE 30, 2012

iIAI{AGEUENT'S DISCUSSIOI AI{D AITAI,YSIS

The Management's Discussion and Analysis (MD&A) of the Municipality of Barc€loneta (tie

Municipali[) financial performance provides an overview of the Municipality's financial activities for

the fisc;l y;ar ended June 30, 2012. The MD & A should be read it in conjunction with the tra*mittal
letter on page l0 and the Municipality's fina[cial statements, which begin on page l] The discussion and

analysis inciudes comparative data for prior year as this informatioo is available for the fiscal year ended

Jun;30, 2012. fhis MD & A is prepared in order to comply with such pronouncement and, to provide

the financial statements users with maior information-

FINANCIAL HIGHLIGIITS

> The Net assets ofthe Municipality exc€€ded its liabilities at th€ clos€ ofthe current fiscal year by

$29,933,707 nel assets increased by $1,191,480 when compar€d with prior year-

> Revenues werc $626,327 less than last year; expenses were $1,617,999 less than last year as

reponed in lhe Stalement ofAclivilies.

> The Municipality had repo(ed in the General Fund a deficiency of €xPenditures over revenues

amounting to $E,833,426 in the accompaaying statement of r€venues, expenditures and changes

in fund balances.

> Loans pri.cipal paymeots were $3,393,012 during fiscal year 2011-12, new hond issue were

$5,727,000, for public imprcvemeflt, infiashuctur€, motor vehicles and prior debts'

> The actual revenues were $26,087,505 and the expenditures wer€ $27,330'744 crcating an excess

of $756,760 over the revenues in the Budgetary Schedule mainly due to unfavorable variances in

revenues, (Municipal licens€ ta)( and Municipal tax).

> The Municipality govemment fund reported combined ending fund balances of $574,166 in the

accompanying statement ofrevenues, expenditures and changes in fund balances'

> The Municipality has reported a net unassigned fund balance deficit for the general fund

amounting to $8,833,426.

Fundementals of FiDancirl Statements Prcsenbtion

The new approach on the preparation of the Municipality's fmancial statements emphasize on a
govemment_wide (consolidated) view of its fmancial operations. Nevertheless major individual funds are

fresented and evaluated in all of its details. Simultaneous implementation of both of these petspeclives

allo,rs users to address relevant questions about the municipality's performance and provides a basis for

compa sons and evaluation of services' quali!.

-l-



MI'MCIPA'ITY OF BARCELONETA
MANAGEMEIIT'S DISCUS$OII AT{D AIIAIYSIS

JUNE 30,20T2

FundameDtals of Finatrcial Statements Presentation (Continued)

Because of the implementation of these lew reporting standards, much of th€. information will not be

Lrlfv "".p"*trc 
*itf, prior year. However in iuturelears, comparisons will be.more meaningful and

*ii-i."ria! 
" 
Ln- *dlrstaniing ofthe municipality's financial position and results of its opemtions'

Generul Fund

ln sDite of the difficult economic situation durin g fiscal year 2Ot | -2012 and the budgetary deficit that the

;;;;J ; P;; ii"o hu, *n through, our ;dministration has worked very responsibly bv paying

attention to most urgent requests but without overlooking !'!'hat is important and necessary' To that effect

*" i"r" p...."a La completed several projects related to permanent improveftents in various areas

that will irovide qualiS facilities to the citizens ofthe Municipality'

The property tax revenue represents 25o% oftotal revenues ofthe municipality during the last

fir"'v"i*ifr" fta*i"ipal i{evenue Collection Center (CRIM) of the Commonwealth of Puefio Rico is

.".oonsible for the assessment of all real and personal property located within th€ Municipality of

Barceloneta and for Ihe levy, admini$ralion and collection of the corresponding la-\es'

However, we deal with a deficit situation in the general fund of approximately $E 8 million at June 30'

i'orz. itr" a""."ut" in ttte deficit during fiscal yi.lr 2011-2012 is due mainly to Municipal tax that was

,e"U"a ". 
n""A" . Constructions projects in our Municipality have not been accomplished due to local

Lnnt. inotiti y ro Rn-ce projecs due to economic hardships ln addition, one industr,v company did not

oil, ift"i. ixpected voluie of business and' accordingty, this affected our r€venue estimates'

ii"*f..", 
..*" 

1,,p"", that during fiscal y€ar 201t-2012 the con nruc tion 
,.projects 

receive final

;;;;;" fiom the approPriate authoritiis and, accordingly, our Municipalil-'"'s Management will

correct the deficit in the general fu.d with 201 l_2012 revenue sources'

Fina cial Slalementt ComPonenk

The basic financial statements consist of govemment wide financial statements' the major individual

fund, finar"iul 
"tat"."nts 

ard notes to the financial statements fiat provide more details'

Govemmental-wide financial statements - The govemmert-wide financial-statements which begin on

;;. fi;thi, *oon 
"* 

d.tig 
"d 

l" p.vide users with a broad overvie\r of the Municipality's financ€5'

i, "-.*"". t^ir'at r. 
" 

priva-re-sectoi business- The govemment wide statements Provide short and long

term information attout the municipality's status as a whole'

The Statement ofNet Assets reflects inforrnation ofthe Municipality as whole lncrease or decrease ofnet

;; *"y ;"*t as an indicator of whether the municipality's financial position is improving or

ilri.i.*r;'rg. Th.* statements include all assets and liabilities using the accrual basis of accounting'

.Ji"fr i" ,iiif* to tft" accounting used by most private seclor companies. Accrual of the current year

."r"nr", una 
"*p"n*t 

* taken inlto account regardless of when cash is received or paid'

-2-



MT'MCIPA'ITY OF BARCEI.ONETA
MANAGEMENT'SDISCUSSIO ANDANALYSE

JUNE 30, 2012

Financial Stolencnls Components (continaed)

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

supported by the Municipality's property tax, municipal licenses tax and other revenue-s It is intended to

,u*.r.i* und simplily the' usir's 
_ 

analysis of the costs of govemmental s€rvices The Sovemmental

activities reflect basic sirvices, including police, public works, solid waste disposal, community services'

and general administmtion. Property ta(, municipal Iicense tax, state and federal appropriations financ€

most ofthe services.

ThestatementofNetAssetsandthestatementofactivities,onpagelS-l4reporttheMunicipalitynet
assets and changes in them. One can analyze ofthe Municipality's net ass€ts, as the difference between

assets and liabiiities, as one way to measure the Municipality's financial position' The increases or

decreases in the Municipality's net ass€ts arc one of the indicators of whether its financial health is

improving or deteriorating. However, other non_financial factors should be considered, such as changes in

drJ vunicipaliS"s prope-rty tax.base, and the condition of roads, to assess the overall health of the

Municipality's of Barceloneta.

A fund is a grouping of related accounts that is used to ;aintain control over rcsources that have been

r"g."gut"a fi. siecific activities or objectives. The Major Govemmental Funds presentation provides

a"f,iria i"fo^"iioo utout the most sig;ificant funds, not the Municipality as a whole The Municipality

uses fund accounting to ensure and demonstrate compliance with fmarcial related legal requirements'

The Municipality's basic ser"r'ices are reported in govemmental funds, which fmus on how money flows

into and oui of tiose funds and the bala;ces left at year-end that are available for spending These funds

are reported using an accounting method called modified accrual accounting, which measures cash and all

oitr". hnar,"int *iet. tttat can ;dily be converted to cash. The Govemmental filnds statement provides a

a"tuil"a .r,o.t-a.. view of the Municipality general governmental operations and the basic services it

p.oria".. Cor"-."nt^l funds information help you determine whether there are more or fewer financial

resources that can be spend in the near future to finance Municipality progams We describe the

."i*ion"ftip to*""n govemmental activities and govemmental funds in reconciliation hesides the fund

financial statements.

The notes provide additional information that is €ssential to a full understanding of the data provided in

the govemment-wide and fund financial statements-

Infrestructure Assets

The Municipality implemented the major model portions of GASB statement 34 during the Prior years'

Historically, the govemmental larger group of ass€ts hare ld !T" *ptr.ted nor depreciated in

!ou"-*",itor nnui"i"r statements. ihe;ew statement required that this assets be valuated and reported

ilithin the Govemmental column ofthe Govemmental Wide Stat€ment-

Additionally, the govemment must elect to either depreciate these assets over their estimated useful life or

de,elopasystem"ofassetsmanagementdesiSnatedtomaintaintheservice-dtliveredpotentiallytonear
perperuity. 

-tftle 
govemment develops the assets management system' which periodically, by category'

."Lur", ,ra deionstrate its maintenance of locally established level of services standards' the

govemment may record its cost of maint€nance in lieu of depreciation'
-3-



MI'MCIPALITY OF BARCEI-IYECA
If,AI{AGEMEITT'S DIE;ICUSSION AND ANALYSiIS

JUNE 30,2012

Infrsstructure Assets (cotrtitrued)

The information about the condition and maintenance of condition ofthe govemment infrastructure assets

sl,ouiJassi.t nnan"int .tatements users in evalualing a local govemment and its performance over time'

Govemmetrt-Wide Financial Alralysis

Slaleme o-fNel Assets

The Statement of Net Assets reports information of the municipality as a whole lncrease or decreas€ of

."i*.J,."v serve as an indicator of wh€ther municipality's financial position is impmving or

J"i".i.*tl"g. in the case of the Municipality primary go-vgmn-f 1! -assets 
exce€ded liabilities bv

iis,r3:,zoi 
"t 

th" 
"ro.e 

of the recent fiscal year compared to $10.147,885^tl the end ofPrevious year' as

iestated and showed in the following condens€d Statemenl ofNet Assets ofthe Primary Govemment'

Statements of Nct Ass€ts
As of.Iune30.2012

2012 201I

urBnl and other assels $ r9.026-3ll $ 28.92t.073 s (9-894.762

94,I36,356 88.987,408 5.148,948

1r1,162,667 I17,908,,181 (4,745,814

CurEnt and other liabililies 19,581,087 26,301.404 16,126.3 t7)

Long-tem liabilities 63,647,8',73 61.453.192 2,t94,681

8.),228,960 (:1,531,616

In!csred in.apiul assets.
6l.l I 1.508 53,352.415 7.759,093

6,360,937 10.675.959 (4.3 t5,O22

2.712.814 t -311,544 t -445,210

unrestrictcd (deficil) (40,311,552) (35,20E,031) (5, t 01,519)

and 2011

The decrease of $8.{ million in current net assets was mainly due 1() decrease in cash of other funds;

"r.*"i 
iirUifi l", were reduce by 6.7 million principally is reflected in accounts the accounts payable

,"""r*- C"pitrf ^*, "et 
increase by: 5.7 million. The t'aad was reclassify for the amount of $3 'million'

a.f irc .u." ti.. created an increased in the net invested in capital asset by $7'7 million l'ong-term

iiatititi". in"."ut"a tv S2.l million are reflected principally in the Bonds payable of$2-3 million'

-4-



MI'MCIPALIIY OE BARCELOITEf,A
!,IAI(AGEUEITT'S DISCUS$OIT AND AITALYSIS

JUNE 30,2012

Statemenl of Net Assels (co linued)

Increase (Decrease) net in Capital Ass€ts was as follows:

613012012
o/o 6t30120t I o/, Change

Land $ 7,1E9,187 8% $ 4,104,65? 5% $ 1,084,530

Construction io Prorress 27,084,326 29% 27.528.t67 3tr/o (443,841)

BuildinA and improvements, net 45,628,090 48% 43.823.979 49% r.804.1

7,035,148 '7% 7.151,r98 8i'" (l r 8.0s0)

Equipment, net 4,471,349 5% 4,277.0t6 5% 194,133

Motor vehicles 2,728,256 3r/" 2,t00,391 621,865

Totel Net Capital Ass€t $ 94,136,356 $ E8,987,408 $ s,l4{i,948

(Ihis space was intentionally left in blank)

The net building improvements net represent 39 percent and 48 perc€nt oftotal as^set and net capital assets

respectively. Cinstnrction in p.ogress representi 23 percent of total asset and 29 perc€Dt and net capital

".rii. 
rf," in"."u.", in uuilding and improvements by $1 8 million, when compare to p or year includes

$?.6 million incr€ase in projects from Bond lssued Funds-

-5-



UIIMCIPALITT OF SARCEII)NETA
MA AGEUEI{T'S DISCUSSIOI{ AITD AJTALYS|IS

JUNE30,2012

The following reJlects the conde sed Stalemenl ofActit ities ofthe Primary Govemment:

Strtemetrts of Activities
For the year ended June 30,2012 and 201I

Chenges in Net Assets

mt2 mtt Ourqes

Grn Re\qlles
Btpcrtyta( $ 10261, 5 $ 1z3r&2or $ 4056,416) -lTt
lvlmicif al licerses ta( 7,718761 &M,78 (98&959) -1tot

hrtsprarrerfd revunr 6857,94 4.939,94 l,9l8,ql6 1.Y/

Rsa r,599,lq w012 637.t& (iot

40r,8r7 360,81 7 ,11.0}) fiot
Gher rerrorLe 657.638 t,/72474 (614a6 4t
Mnricilal sab tal. 4,41i,818 1&5,010 s3q&x l40t

RoEan rcwrEs:

C{italgat 1r 85205 t,ta%l 4XD4 2tr1

Qeatil€grrft 5,616:7X 617L976 ox240) -ql
Tirrl Rgurr€s 39,70889s 40336,,2 (606,327)

EperdiuES

Crreral ep\/qr[rEr I5.404.436 1'7At ,Ut (z010.35, -t7,1

hiCic sdav '1 057 t i5 z4s22$ 605,05t 250,1

hflic vrk '7212$1 \4s,82) [242R) -t501

Ilaltt 19ts,192 \m,es t42_X7 e,4

Etr raicrl ad tainirE 3,n0$13 405,&5 (r,35s,032) 4),1
orlme rd nueaim 4032065 197&r3r 1.053,qJ4 3511

choewditrres ffisn 72t5t6 (55.138) 8,1
hiqesl ad fisd chaE:s 2619,871 2323,1ffi 296,ffi6 13.,1

Oaps fir swice 33&9r4 t7,485 ]21,4D 1$Al
'liral EqPrdiues 3&5r7,415 4,16t341 Q_2$,94 4t

-6-



MI'MCIPALITY OF BARCEIONETA
MAI{AGEMEI'IT'S DISCUSSION AJ|D ANAIYSIS

JUNE 30,2012

The Statement of Activities .eflects for fiscal year 2012, the net effect of revenues derived from several

programs plus curaent opemting revenues, Total revenues compared to the tolal exPnses, amounted to

increase of$2,191,680 in the Municipality's net assets. Approximately 57 percent ofthe Municipality's
total revenue came from taxes, while 19 p€rcent reslrlted from Federal $ants and l8 percent resulted from

lntergovemmental Revenues. The Municipality's expenses cover a range of services like health, public

safety, sanitation, recreation and sports, education, housing, transportation, welfare. construction and

improvements. The largest expenses were for Seneral govemment, public works, education and training

and cultue and recreation. With this analysis, the readers have comparative information with the

percentage of change ilr revenues and expenses from prior year to curent year.

A brief review of the Statements of Activities of the Municipality at June 30, 2012, shows that total

expenses incurred to afford the cost of all functions and programs amounted to $$37,517,415. Upon

examining the sources oF revenues for the financing ofthe programs, the Statement reflects the following;

$338,914 for charges fot ffltvice, $5,277,822 from operating gmnts and contributions; and $2,185,205

from capital grants and contributions obtained liom other sources. Geneml revenu€s for the year

amounted to $19,1?0,181- Expenses decreased by $2.5 million or 6 percent when compare to prior year.

FINANCUL ANALYISIS OF'THE GOVERMENTAL FUNDS

The following relects the co densed Baknce Sheet ofthe Governmental Funds:

2012 20! I

CNh $ 7.50?.431 $ 13.39r,096 $ (5.883.663) 4401

r0,595.195 I I,675.546 ( 1.0E0.351) -901

2-?66.2?6 2.241.410 24.816 w
1.084.510 (3,064,510) -t0oo,1

Liabilitie md Fund Balance

Liabilitiesi
Accounts parable and due to

$ 11,245,665 s 19.t36,?69 $ (8.091.104) -420A

9.617,965 7,946,404 t.729.47 | 220,4

Total Liab iliti€ s 20.923.630 2?,285,263 s (6,16r,fi3) -23't

1554.716 3.107,3t9 (3,662,095) -1180t

Governmertal Funds
Balance Sheets

.Iune 30- 2012 and 20ll



MI'IICIPALITY OF BARCELOIETA
MAI{AGEMEI{T'S DISICUSSION AND ANA'YSIS

JUNE 30,2012

FINANCUL ANALYISIS OF THE GOVERMENTAL FANDS (coatifiaed)

ASSETS

2AL7

The Govemmental Fund Financial Statements is another important component of the MuniciPality's

financial statements. A fund is a grouping of related accounts used to maintain accountability and controls

over economic resources of the Municipality that have b€en segregated for specific activities The

Municipal fund type of accounting is used to demonstrate compliance with related legal requirements.

Information offered through this Statement is limited to the Municipality most significant fi,nds and is

particularly relaled to the local govemment only instead ofthe govemment as a whole. Govemment funds

are used to account for essentially the same functions as those reported as governrnental activities

During 2012 the municipality had $11.4 million ofcash restricte4 in the bond issued fund $1.3 and in the

debt service was obligated by $8.5 million. Cash for the amoun! of$2.4 million is obligated for Special

Revenue Fund and accou.ts payable. The account payable decreased by: $9.3 million. Defened revenues

increased by: $ I .7 approximately.

LIABILITIES AND F[]ND BALANCE

2011F,"d

-8-



UIIMCIPILITY OF BARCEI.ONEIA
IIANAGEMI{T'S DISCUSSIOT IIND/INALY$S

JUNE 30, 2012

Statements or Revenues, Expenditures atrd Changes in Fund Bslances
Year Ended June 30,2012 and 2011

The most significant changes ofthis statement were as follows:

. Revenues from prop€rty ta.\ decreased by $2 million due to a decrease in property tax t collection.

The increase in Intergovemmental revenues of $1.9 was the result of increase in funds received

from ceotml govemment. Revenue from volume business tax declamtion were reduced by $.9

million when compared with prior year, reflected in sales reported in the municipal ta,x

declaration, was reduced approximately by 10 percent in many taxpayer, the sales for Prirne

Outlet increased by 5 percent but the industries that reflect an increase in ex€mpt sales (sales

outside the United States of America) present a decrease of 2o/o of the ta.\ paid which is 13

percent oftax paid. Othe. revenues decrease by $9E,?52, principauy foreventual income.

. Expenditures were increased by approximately $1.2 million reflected by an increase in Capital

outlays expense when compared the prior year. The general govemment expenditures an public

work and exFrenditures decreased by $3 million, principally.

20r2 20

$ 10.261,71!5 s 12,31E,20r $ (2.056-416)

7.116,164 8.705.121 (988.9591

l.tersolem,ncatal Evenue 6,857,931 4.919.028 1.918.906 3901

7.463.021 7.94t.957 (438.9r0) '6n,1

4,41r_ErE 3,875.010 536,808

2.997.567 3,096.319 (98,752) 3','

ExDenditures ad Fmd Balmce

s 15,10r,445 s 17.330,944 $ (2.029.499) -1211

6.464.553 7.569.840 {r.105.28?) - 150r

2,966.280 2,378,145 588.135 25rt

r.r48.888 1,t48-888

6.754.30E r.990_698 2.163.6t0 69't
1.26?.400 2-975,515 29t.EE5 tool

Bonds ir.inciD.l ed inte.$t) 6.0r2.881 5.206.549 806.3t4 l50l
3.959.964 4,566.919 1606,97' -1301

666.t7E 721.516 (55,13E)

Exes otcvmues (expe.dnuEs)
undcr e\Enditure s (relenue, (6.8:l:1.204' (5.052_796 l-780_40E) 150,1

-9-



MI'MCIPALITY OF BARCEIOIiIETA
MA.}IAGEIIEIIT'S DISCUSSION AI{D ANALYSIS

J[NE 30, 2012

f,conomic Factors and N€rt Yetr Budget

The Municipality is a political legal entity with full legislative and administrative powers in every area of
the municipal govemmen! with perpetual existence and legal personality, separate and independent from
the centml govemmental of Puerto Rico. The Municipal Govemment comprises the ex€cutive and

legislative branches. The Mayor exercises the executive power and the Municipal Legislature, which has

14 members, exercises the legislative power.

The Municipality relies primarily on proprty and municiPal ta.\es as well as federal and state grants to
carry out the govemmental activities. Federal and State grant revenues may vary if new grants are

available. Those factors were considered when preparing the Municipality's budget for the fiscal year

2011-2012.

The Budget for Revenues and expenditures were $29.4 million for the general fund, total revenues

decreased $1-3 million when comparing the budgeted revenues with the actual revenue. The Municipal
license tar decreased by: $4.6. The actual expenditures were $l 5 less than budgeted expenditures.

The Municipality provides a full mnge ofservices including public works. education Public safety, public

housing, health, community development, culture, recreation and other adminislrative services. The

Municipality's principal sources ofrevenues art property taxes, municiPal lic€ns€ taxes, conaibutions by
the stale gov€mment and federal gants.

The Municipality's management is commifted to a continued improvement in the confection of a budget

that wills response to the .eed of the public and private secton in accordance with its permissible

revenues levels. Such has treen the case of the financial operation corresponding to fiscal yeat 2012. lt
firrther contemplates to improve its current figure of net assets, which has been identified as one of the

main short and long-term objectives ofthe Municipality.

Contacting the MuDicipality's Fina[cial Matragement

The Municipality's financial statements are designed to pres€nt usels with gmeral overview ofthe
Mrmicipality's finances. Ifyou have questions abost fie report or n€€d additional financial information,

contact the Municipality's Director of Finarce.

Finance Director, PO Box 2049, Barc€lon€ta Puerto zuco, 00617. Telephore (787) 846-5618 Fax: (787)

846-2009

-t0-



ruAN A. RIVERA, CPA
CERTIIIED PI'BLIC ACCOUNTANT

pb(fr 1n-7E{.2255
F*: 14T1442250

Emit:jmlecio@noE it.c@

{,KR Iinnow 818DE UAIIEA|E,TOA D4IA, mOO 9

IM)EPEIIDENT AIIDITORS' Rf, PORT

The Honorable Mayot Members ofthe
Municipal Legislrture and People of
the Municipality of Barceloneta
Barceloneta, Puerto Rico

We have audited the accompanying financial statements ofthe govemmental activities, each major fund,
and the aggregate remaining fund infomation ofthe Municipality ofBarceloneta! as of ard for the year
end€d Jun€ 30,2012, which collectively comprise the Municipality,s basic financial statemeflts as listed
in the table of contents. These finarcial statements are the responsibility of the Mutricipality of
Barrelonete management. Our responsibility is to express opinions on these financial stateme;ts based
on our audit.

we conducted our audit in accordance with auditing standards generally accepted in the united states of
America and the standards applicable to financial audits contained in Govemnqnt Auditifig Standards
issued by the Comptroller General ofthe United Srates. Those standards require that we plan 

-and 
perform

the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining on a test basis, evidenc€ supporting the amounts and
disclosures in the financial statements. An audit also ircrudes assessing the accouniing principles used
and significant estimates made by management, as well as evaluating the overall financial statements
presentation. We believe that our audit provid€s a reasonatrle basis for our opinion.

In our opinion, the financial statements .eferred to pre\riously present fairly, in all material respects, the
respective financial position ofthe govemmental activities, each major firnd, and the aggregate remaining
fund information of the Municipality of Barcelotreta ol the Commonwealth of puerto Rico, as of "Izze30, 2012, and the rcsFctive changes in financial position, and where applicabie, cash flows the.eof for
the year then ended in conformity with accounting principles generally accepted in the united states of
America.

ln accordance with Goremmena Audit Stondar^, we have also issued onr repoft dated Mdrch 23, 2013
on our consideration of the Mutricipalitys of Barcelooete intemal control over financial reporting and
our tests ofits compliance with certain provisions oflaws, regulations, contracts and gmnt agreement and
other matters- The purpose of that report is to describe the scope of oor testing of in;mal control over a
financial reporting and compliance and the resuhs of thal testin& and not to provide and opinion on the
intemai control over financial rcporting or on compliance. That rcport is an integral part of an audit
performed in accordance with Govemfient Audit statuiadi and should be considered in assessing the
results ofour audit.

Accounting principles gen€rally accepted in the united states ofAmerica requ,ite thar the Management s
Discussion rmd Analysis and the Budgetury Comparison infor.atation on pages I thrcugh 10 ;d !8 be
pres€nted to supplement the basic financial statemenrs. Such information, althrough not a pa( of the
basic financia, statements is required by the Govermenlal Accounting Standards Bo;rd, who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropiate
operational, economic, or historical cont€xt. We have applied certain limited procedures to the

Mailing AddlBss Box 757, Lrorado, pR 00646
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required supplementary infomation in accordance with auditing standards generally accept€d in the
United States ofAmerica, which consisted of inquiries ofmanagement about the methods ofpreparing the

information and comparing the information for consistency with management's reponses to our inquiries,

the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express and opinion or provide any zlssurance on the information because the

limited procedures do not provide us with sufficient evidence to express an opinion or provide any

asssumnce.

Our audit was aonducted for the purpose offorming opinions on the financial statements that collectively
comprise the Municipality of Barc€loneta ofthe Commonwealth ofPuerto Rico's financial statements.

The accompanying combining and individual nonmajor fund financial statements a.d scherlule of
expenditures of federal awards, as required by US Ofice of Managenent aad Budget Circular A-133,

Audits of States, Locdl Gotemmenles, dnd Non-Projit Orgd izations, a.e presented for purposes of
additional analysis and are not a required part of the financial statements. Such information is the

resonsability of management and was derived ftom and relates directly to the underlying accounting and

other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used

to prepme the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the combining and individual nonmajor fund financial statements and the schedu,e of
eipenditures of fedral awards are fairly stated in all material resp€cts in relation to the financial
statemenls as a whole,

Our audit was conducted for the purpose offorming opinions on the financial statements that collectively
comprise the Municipality of Barceloneta financial statements. The introductory and statistical sections

are presented for the purpose of additional aaalysis and are not a required part of the basic fianaflcial
statements. Such information has oot ben subject to the auditing procedures applied in the audit of the

basic financial statements, and accordingly, we do not express an opinion or provide any assurance on it.

March 23,2013
Toa Baja, Puerto Rico

SiampNo,26697t1ofthePuertoRicoSocietyofcertifiedPublicAccountantswereamxedtoiherecordcopyof
lhis report.
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MT'MCIPALITY OF BARCEIONEf,A, PT'ERTO RICO
STATEIIETT OF ITEf, ASSEftt

JIrIitE 3(), 2012

GovernmenLtl
ActivitiesASSETS

Cash and investments

Cash wilh fiscal agent

Accounts receivable volumen business lax

Other accounts receivable

Accounts receivable from federal govemment

Accounts receivable from govemmen!

Capiul A.sels. ner of accumulated depreciarion

Totrl ass€ts

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable and accrued liabilities
Due to govemment entity
Deferred revenue

Non-current liabilities:

Due within one year

Due in more than one year

Total liabilities

Net Ass€ts:

lnvest€d in capital assets, net of related debt

Restricted for:

Debt service

Other activities
Capital project activity

Committed
Unrestricted (deficit)

Total Net Assets

Total Liabilities and Net Assets

See notes to financial statements.

94,136,356

_$____!!J!2:qg

7,507,433

10,595,r 9s

99,954
368,350

397,319

58,060

$ 3,t04,762
2,304,941

9.677,965

4,493,419

63,@7,873
83,228,960

6r,l I 1,508

4,038,522

461,88t

1,860,s34

2,772,A14

(40,1I1,552)

29,933,t0/
113,t62,661

l3
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MI'IICIPALITY OF BARCETDNETA
. RBOOITCILIATIOI{ OF THE STATEMENT OF REVENI'ES,

EXPENDITI'R.ES, AND CHAITGES II{ FUND BAIIII{CES OF
GOVERNMEI{TAJ. FUI{DS TO THE STATEUEr{T OF ACTTVITIES

IEAR ETDED JUITE 30, 2012

Net change ir fund balance - total govemmental firnds $ (l'128'942)

Amouflts reported for govenunental activities in the statement of activities
are different because:

Governmental funds report capital outlays as expendifures. However,

in the statement ofactivities the cost ofthose assets is allocated

over their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets

Less: current year depreciation

6,75:1.308

(2.1n,636)

The issuanc€ of long-term debt (e.9., bonds, leases) provides current
financial resources to governmental funds, ldrile the repayment ofthe
pdncipal of long-term debt consumes the current financial resources

of govemmental funds. Neither transaction, howover, has any effect

on net assets.

Net bond issued debt

Principal payme[ts

Change iD tret assets ofgovemmental tctivities

See notes to financial statements.

(s,704,262)

3,393,012

4,63t,612

(2,311,2s0\

$ I,191,480

t1



MIII{ICPAIITY OF BARCELOI{ETA, PUERM RICO
BUDGETARY COUPARISOT SCHEDI'LE . GEI{ERAL TUTD (BUDCST BASISI

FOR THE FISCAL YEAR EI{DED JI'NE 30, 20 12

isinal Fiml
REVENUDS:

Municipal license la\
I.tergovemmenlal revenues

Liccnses- pemits and fincs
Rent of p.operties

MunicipalSales Tar
Othcr l'lnancial sources

EXPENDITUR[S:

General Govemment

Health
Cullurc and Recre,rion
Orher
T.ansfer oul to debl se.vice

$ 401,613

r2.5t3.135
5,009,502

841,500
100-000

215,000
l%,000

3.500.000
6,655,421

$ 40r,61 3

12,5t3,13J

' 5.009.502
841,500
100,000

2r 5,000
l%,000

3.500.000
6,655,12',7

(4.611.r64)
(226,878)
(400.3r l)

8.292
185.I9

3.499.574
223.495

401,613
7.878-971
4.182.624

441.189
108.292

400.119
3.695.574
3.723.495
6.655.42',1

s 29,412.171 s 29,432,t77 S 28,087,504 $ (r.114,67r)

12,73t,t62
3,029.444
7,688,4r6
1.148,888

3J54,401
62t,066
758,800

$ 29,432.t77

t3,512.465
2.378,145
7,569,840
I.t48,888
2,975.5t5

547,t@

$ 28,845,E87

I r,672,838
2,966,580
6,464.523
t,148.888
3.267-400

66r,378
1,t44.137

x 27,330,744

r,839,627
(588,435)

1,105,317

(29r,885)
( 9,269)
(130,2t2)

$ r,5r 5,143

Ercess of r.v..*s over (utrder).xpe.ditures

Explanation of differences:
Sourc€s/infl ows of resources:

Actualmounts (budgetary b6is) "available for apprcprialio." frcm the

budgelary comparison schedule

DiiTerences budact to GAAP:
TmnsfeB from other funds arc ioflows ofbud8clary re$urccs but are not

rclenues for financial reponing pur?oses.

Totll rcv.trug rs rcpon.d otr the stat m.trt of Ev.true, .xp.Dd iturc, .nd
clargq ir furd brlances

Usevoulfl ow of .esources

Actul mounts (budgetary b6is) "total charges to apprcprialionJ' from the
budgetary @mp&ison schedulc

DitIerences - budget to GAAP:
Non budgeled expenditures
T@sfe. frorn geneBl tund for budgetary purpose only

Totrl exp€nditur.s .s eported on aI. stalement of re!.ru.! .xp.ndiiures
rnd ch.trge in fund b.l ces

See not6 to budgetary @mpdison schedulc.

_s __-2!!,760 _!______..!19J10

$ 28087.504
(3243,r85)

(623,494)

_!___l!l!&!2l

$ 27.330.744

It,222,178)
(t.r44.t37)

j___J!$,4p

ll



MI'NICIPALITY OF BARCEIOITETA, EI'ERTO RICO
NOTES TO FINAN3CIAI2€TATEMENTS

GENERAL ORGANIZATION

The Mutricipality ofBarceloneta Cfhe Municipalitv) was founded in 1881. The govemmental system of
the Municipaliq is composed ofthe executiv€ and legislative bodies. The Mayor is the Chief Executive
Officer and is elected every four years in the general elections of Puerto Rico- The legislative body
consists of fourteen assembl),men also elected in the general elections of Puerto Rico for a four-year
period.

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

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

1. SIJMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Bcps.tri4g-E4ig

The Municipality's financial statements include the operations of all departments and sepamte legal
entities for which tbe Mutricipafiq is financially accountable or for which exclusion rvould leave the
fi nancial statements misleading or incomplete.

In June 1999, the GASB issued Stat€ment No. 34 Bt sic Financilrl Slalemenk and Managemenl
Discussion and Analysis for State arul Lrcal Governments. This Statement establishes new financial
reporting requirements for state and local govemments. [t requires new information and restrucfures
much ofthe information that govemments have rcported in the past. Comparability with reports issued
in prior years is affected. In June 2001, the GASB issued Statement No. 37 Basic Financial Statements
and Management Discussion an<l Analysis lor Stale and Local Gotemmenrs O fiibus, which in part
addressed the Management Discussion and Analysis (MD&A) .equirements, Program Revenue
Classifications and Major Fund criteria requirements in the reporting model in Statem€nt No. 34.

The Municipality implemented this Standard for the fiscalyear €nded June 30, 2003.

-19-



MI'NICIPAIITY OF BARCEIONETA, PUERTO RICO
NOTES TO I'T ATI3COTAI^ STATEMENTS

1. SUMMARY OF SICNIFICANT ACCOUNTING POLICIES (Contirued)

b. Financial Reportiqe Entitv

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

entities that: (l) are under the legal and administrati\c control ofthe Mayor, and (2) whose funds

are under the legal custody and control ofthe Municipality's Director of Finance, as prescribed by

Law No. 81 of August 30. 1991, as amended, known as the Autonomous MuticiPalities Act of the

CommonweaLh oJ Puerto Rico. The Muliciprlity's management has considered all potential

component units for which it may the financially accountable and other legally separate

orgaoizations for which the nature and significance of their relationship \r'ith the Municipality's
may be such that exclusion oftheir financial statements from those ofthe Municipality would cause

the Municiprlity's basic financial statements to be misleading or inmmplete according to GASB

Statement No. 14, - The Financial Reporting Dnity (GASB No. 14) and GASB Statement No- 39'

Determining Whether Cefiain Orga izations are ComPonenl Unites Amendment of GASB

Statement No. tl (GASB No.39l to determine its financial reporting entity.

The Municipality's management has considered all potential component units (whether

govemmental, not-for-profit, or profit-oriented) for which in may be financially accountable, and

other legally separate organizations for which the MuniciPality is not financially acmuntable but

the natuie and significance oftheir relationship with the Municipality may be such that exclusion of
their basic financial statements from those of the M nicipality would caus€ the ac€ompanying basic

financial statements to be misleading or incomplete.

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

no legally sepamte entities or organizations that should te reported as component unils of the

Mulicipality as ofJune 30, 2012 nor for the year then ended.

c.@

The basic financial statements include both govemmenlwide and fund financial statements While

the previous model emphasized fund types (the total of all funds of a particular type), in the new

reporting model the focus is on major individual funds (within the fund fin.ncial stat€ments). Both

the govemment-wide and fund financial statements categorize activities as govemmental activities.

ln the govemment-wide Statement ofNet Assets the govemmental activities (a) are pres€oted on a

consolidatql basis in one column, and (b) are reflected, on a full accrual, economic resource basis,

which incorpomtes long-term assets and receivables as well as lonS-term debt and obligations.

The Govemment-rvide Statement of Activities reflects both the gross and net cost per functional

category. Tte Statement of Activities reduces gross expenses (including depreciation) by related

operating grants and contributions. The operating grants include operating_specific grants.

This govemment-wide focus is more on the sustainability of the Municipality's as an entity and

the change in aggegate economic position resulting from the activities of the fiscal period.

-20-



1.

iIITMCIPALITY oF BARCEIOI{ETA' PUERTO RICO

NOTF^S TO FII{ANCIAL STATE}IENIS
JIrnE 30, 2012

SUMMARY OF SIGNIFICAI{T ACCOUNTING POLICIES (Continued)

The fund financial statements are, in subslance, very similar to the financial statements presented in

,ft" p*rior. ..aa. erphasis here is on the major funds in the govemmental category- Non_major

funds are aggregated into a single column.

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

measrirement focus and modified accrual basis of accounting This is the manner in which these

iunds are normally budgeted. This presentation is deemed most appopriate to (a) demonstmte legal

,ra *r"nnn, compliaice, (b) dimonstrate the sources and use of liquid resources' and (c)

demonstrate how the Mutricipality actual experience conforms to the budget or fiscal plan Since

the governmental fund statements are prese;Gd on a different measurement focus ard basis of

acco"unting thar the govemment-wide statement' a reconciliation is presented on the fund statement'

which briifly explaiins the adjustments necessary to transform the fund bas€d financial statements

into the govimmintal column of the govemment_wide pres€ntation'

d- Basis of Pr€sentation

Thene*,modelasdefinedinstaiementNo.34estab|ishescriteria(percentageoftheassets,
ii.titiii"r, ."t"nu"t or expenditures/expenses of either fund category or the gorernmental and

"nte.p.i.e "o.Uin. ) 
for the determination or major funds The Municipality reports ihe

following major funds on Fund Financial Strtemetrts:

Major Funds

General Fund - Always a major fund. The general fund is the main opemting fund of the

ilt"tp.llt;r It is used to account for all financial resources exc€pt those rcquired to be

accounted for in another fund.

B()ndlssueFund-Bondlssuefondareusedtoaccountfortheproceedsofspecificrevenue
sources that are legally restricted to expenditures for specified purposes'

HUD Proqrans Ffid - This fund accounts for revenues sources for the development of viable

;b*;;;.r,,ltt*l d"*nt housing suitable living environment, rental assistance to help very low-

incomefamiliesaffordde.en!safeandsanitaryhousingbyencoumgingpropertyownersto
*ft"Uiii"i" ***ara housing and lease the units with rental subsidies to low income farnilies'

Debl Senice Ftfud - Debt service fund is used to account for the accumulation of r€souces for'

and the payment oi geneml long-term debt principal and inter€st'

Special Revenue Fwd Head Start - Tlr special revenue fund of Head 
-Start 

is a major fund used

;[-he ;{,rrt"rp"ttty t" "*. , f- revenues derived from the grant that is legally restricted try

o"rt"a" putti"r'fo. use on specific purpose. The uses artd limitations of this revenue fund are

specified by municipal ordinances of fedeml and state statutes-



MI'MCIPA'ITY OF BARCEII)I{ETA, PT'ERTO RICO
IiI(}IES tO FII{A.IICIAL STATDI,IENTS

JI,NE 30, 2Or2

r. SUMMARY OF SIGNIrICAITT ACCOUNTING POLICIf,S (Continued)

However, resources restricted to exp€nditure for purposes normally financed from the general fund

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

appropriately satisfied. ln this case, a special revenue fund to account for such kind oftransactions

$ill be used onl) iflegall) mandaled.

Other Fwds ho major -fundd - Special rgvenue funds are used to account for the proceeds of
specific revenues sources that are legally restricted to €xpenditures for specified purposes. Capital

projects firnd is used to account for the financial resources for the acquisition of personal property

and/or construction of major improvements. which are not financed by other funds.

€. Ec$!-s[4s99c4!!!g-

The accounts ofthe Municipality are organized on the basis of funds, each ofwhich is considered to

be a sepamte accounting entity. The Municipality has created various types of funds. Each fund is

accounied for by a separate set of self-balancing accounts, which include its assets, liabilities, fund

balances, and revenues and expenditures/expenses, as applicable. The individual funds accounts Tor

the govemmental resources allocated to the Municipality for the purpose of carrying on specific

activities in accordancc with laws, regulations, or other restrictions.

Measwehe Focas, Eosis ofAccou\ting at d Firtatcitl Slolemefit Ptesentatiotl

Govemment-v'ide Fi ancial Saateme {s - The govemment wide financial statements are reported

using the accrual basis ofaccounting. Revenues are necorded when eamed and expenses are recorded

at the time liabilities are incurred, regardless of when the related cash flows take place. Non_€xchange

transactioos, in which th€ Municipality gives (or receives) value without directly receiving (or

giving) equal value in exchange, include gmnts. Revenu€ fiom grants is recoCnized in the fiscal year

in which alleligibility requirements have been satisfied.

Govemmental Fu ds Fina cial Statement Govemmental funds are reported using the current

financial resources measurement focus and the modified accrual basis of accounting. Under this

method, revenues are recognized when measurable and available. "Available" means collectible

within the current period or 90 days afier the end ofthe p€riod to use them to pay Iiabilities ofthe
current period. Mi;cellan@us revenues are r@orded when collected. Revenues collected in advance

of the fisca, yezr to which they apply are recorded as defered revenues and recognized as revenues in

the year to which th€y apply. Exp€nditures arc generally recognized when the related fund liability is

incurred. General capital asset acquisitions arc reported as expenditures in govemmental firnds-

Govem enlal Fmd Twes/Goremmental Acaivities - Govemmental funds are those through which

most govemmental functions ofthe Mutricipali are financed. Tlle acquisition, use, and balances of
the Municipality's expendable financial resources and the related liabilities ar€ accounted for

through govirnmental funds. The measurement focus is upon determination of changes in financial

position. ralher lhan upon nel income delermination.



MI'IIICIPAJ,IIY Otr BARCEIDI'IETA, PI'ERTO RICO
ITOTES TO FNTAIICIAL STATEUEITS

JIrlrE 30,2Or2

1. SIIMMARY OF SIG|IIFICANT ACCOUNTING POLICIES (ContiDued)

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

investment eamings) are recorded as revenues when received. Investment earilings (interest) are

recorded as eamed since they are measurable an available.

The principal revenues murces considered susceptible to accrual include property taxes, municipal
license taxes, intergovernmental gmnG and contributions, interest on deposits, and c€rtain charges for
services. These principal revenue sources meet boih measurability and availability criteria in the
accompanying FFFS, except for amounts recorded as defened revenues.

All revenues, expenses, gaios losses and assets resulting from non-exchanges transactions are

recorded in a similar manner lo the GWFS, using the previously discuss€d criteria set forth by GASB
No. 33 for non-€xchange transactions, but subject to and limited by the availability criteria discussed

above. Accordingly, property tax and municipal license tax receivables ,re also generally recorded in
the fiscal year when an enforcrable legal claim has arisen while property tax and municipal licens€

- tax revenues (net of amounts considercd not collectible) are also generally recorded in the fiscal year
when resources are required to be used for the first fiscal year that the use of the resources is
permitted. Rec€ivables and revenues from fedeml and state grants and contributions, donations and
entitlements arc also generally recorded when all eligibility requirements impose-d by the provider
have been met (generally, as qualifying reimbursable expenditures are incuned for expenditure'
driven grants).

Interests on deposits are recorded wh€n €amed since these revenues are considered both measumble
and available at June 30, 2012-

f. Budqeta.v Control

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

(l) On or prior to May 15, lhe Mayor submits to the Municipal Assembly a propos€d budget for
the fis.al year commencing the following July lst. The proposed budget includes estimated
expenditures and their financing sourc€s.

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

(3) Prior to July lst. the annual budget is legally enacted through passage of the aanual
aPProPriation ordinarcc.

(4) Subsequent to the €nactmeDt of the anDual appropriation ordinanc€, the Municipal Assembly
has the authority to make n€cessary adjustments to the budget.

The budget is prepared following the modified accrual basis of accounting exc€pt for the
encumbmnces, as describ€d below:
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MUMCIPALITY OF BARCEIPI{ETA, PI'ERTO RICO
NOTES ?o FINAITCIAI STATEUEITTS

JI'NE 30, 2012

l. SITMMARY OF STGNIFICANT ACCOTINTING POLICIES (Continued)

The actual results ofoperations, presented in the Statement of Revenues. Expenditures and changes

in Fund Balances-Budget and Actual€eneral Fund, are reflected in conformity with the budgetary

accountingofthe Municipality for a better comparison with the budget information.

Amendments to the budget, and budgetary lransfers related lo personal expenditures, require the

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

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

amounts for the geneml fund and debt service fufld in the accompanying Statement of Revenues and

Expenditures-Budget and Actual are presented on the budgetary basis to enhance compambility. The

principal differences sfe as follows:

(l) Encumbrances are recorded as expenditures under the budgetary basis and as resewations of
fund balance under the GAAP basis.

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

financing sources in fie CAAP basis.
(3) The Municipality receives certain revenues as contributions from govemmental entities,

legislative and private parties, which are not included $erein nor are the related exPenditures.
(4) Certain debt issuance to acquire personal property is .eflected in the general fund and is

restricted for that purpose.

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

projects funds. Accordingly, it has not presented an annual comparison of budget and actual for these

major funds.

l.eqal Compliance

Article 7.003, taw No. 8l of August 31, 1991, amended require that Mayor Provide to Municipal

l,€gislature an annual balanced budge indicating: l) interest, amortization and retirement public debt,

2) statutory obligations, 3) judicial claims payments, 4) any zunount to cover prior years deficit 5)

contmct commitments and operational expenditures. For annual interest and principal debt

amortization, CRIM provides annual estimated resources that will be obtained of additional special

property tax (municipal) collections. The Mulicipality's management shows budgetary financial

itatemens in general and d€bt service funds in complianc€ with state law and which are based in

annual activity. The legal level of budgetary control is at the individual department level for geneml

fund (Mayor and Legislature funds) expenditures, and annual principel and interest due for debt

service fund.
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1. SUMMARY OF SIGNIFICANT ACCOIINTING POLICIES (Continued)

c. DeDe$6

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

purpose bank accounts, except for cash and investments restricted by law. Each fund records its

equity interest in the pooled cash balance. The available cash balance in the general checking

account beyond immediate needs is invested in inter€st-bearing deposits. Generally, cash is

deposited in interest-bearing bank accounts. Investment eamings are credited to the respective fund.

Investments consist of shortterm ccrtificates and arc stated at cost, which approximates fair value.

b. ltrvenlori€s

The geneml funds purchase oflice and printing supplies, gasoline, oil, medicines and other items.

The cost of purchases is recorded as expenditures and the inventory is ooi recorded in the basis

financial statements since amount is insignific€nt.

t.

i.

Capital Assets

Funtl F inanc ial State men ts

The capitat ass€ts acquired are recorded as expenditurcs at cost in the govemmental funds.

Govenment Wide Firumcial Slatements

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

fair value as ofthe iime they are received by the Monicipality and are caPitalized in lhe statement

of net Assets. Major renewals and betterment are capitalized: replacement, maintenance and repairs,

which do not improve or extend the ,ife ofthe resPective assets, are charged to operations

D€preciation is provided over the estimated useful life ofthe resp€ctive assets on stmightline basis.

Vacation and Sick Leave and Other Copp€nsited Abs€lrces

Municipal employees are grantei 30 days ofvacation and 18 days ofsick leave annually. Vacation

leave may be accumulated up to a mDiimum of 60 days and sick leave up to a ma\imum of 90

days. In the event of employe€ rcsignation, the emPloyee is paid for accumulat€d vacation days up

to the maximum allowed. Sepamtion from employment Prior to use ofall or part ofthe sick leave

terminates all righls for compensation, except for employees with ten years or morc of service who

are entitled to sick leave pay to the maximum allowed- The Municipality is required to pay excess

sick leave over 90 days on or before llrarch 3 I of the accum ulated excess at December 3 I , of prior

year. Emplol'ees' maximum allowed accumulated vacation, with the employer's share of palroll
taxes, is accounted for in the Statement ofNet Assets.



MUI{ICIPAJ,ITY OF BARCELOITETA, PI'ERTO RICO
}{OTES TO UNA.ITCIAL STATEMEI{TS

JrrNE 30, 2Ol2

l. SUMMARY OF SIGNIFICAI\T ACCOUNTING POLICIf,S (Contitru€d)

L lnsurrnce

The Municipatity has insurance coverage for
provide protection in case of disaster and

Municipality are covered under various surety
Treasury of the Commonwalth of Puerto Rico
insurance coverage for the Municipality.

its public facilities and equipment, primarily to
other losses. Also, principal o{ficials of the
bonds. The Secretary of the Depaftment of the

is the designated agency to obtain the necessary

I. Restrictcd A$ets

lnves iments atd Cer lificates

Certain proc€eds ofthe Municipality revenue bonds as well as certain resources set aside for their

repayment arc classified as restricted assets on the balance sheet b€cause their se is limited by

applicable trond covenants. The "revenue bond" rnaintenanc€ account is used to report those rental

proceeds that are restricted for use in maintenance of the properties. The "revenue bond fund

account" is used to s€gregate resources accumulated for debt service payments over the next

twelve months. The "Debt Service Account" is used to report resorrces set aside to make up

potential future deficiencies in the "rev€nue bond fund account".

e ,4L vtlli;cs!-sEet!

The cash v{ith fiscal agent pertaining to the detrt service represents property tax collections

retain€d by the Govemment Development Bank for Puerto Rico ard another financial institution

restricted for the payment of Municipality's debt s€rvice (See Note 2) and unused proceeds from

bonds and notes issued principally for the ac4uisition or construction of peEnanent improvements

are accounted in the capital project fund. In debt service fund are unsecured and collateralized, as

no collateral is required by govemmental banks.

m. [!.Ell&tslse

During year ended June 30, 2012, the Municipality impl€mente-d 6AS8 Statement No. 54, Fund

Balance Reporting and Govemmental Tne Definitions ("CASB 54"). The objective ofGASB 54

is to enhance the usefulness of fund balance infomation by providing clearer fund balance

classifications that can be morc consistently aPplied and by clarirying the existing gov€mmental

fund type definitions. GASB 54 establish€s lirnd balanc€ classifications that comPrise a hierarchy

based prirnarily on the extent to which a govemrnent is bound to observe coffitraints imposed upon

the usi ofthe resources reported in th€ govemmental firnds The impleme,tation ofthis stalement

had no impact oo the total fund balances for the Mllnicipality's govemmental funds'
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MI'MCIPAIITY OF BARCEI'NETA, PI'TRTO RICO
NOTF^S TO FINANCIAI STATEMENTS

JrrNE 30, 2012

1. SUMMARY OF SIGNIFTCANT ACCOUNTING POLICIIS (Continued)

The Municipality classifies govemmental tund balances as follorvs:

NoNpeldable- includes amounts that inherently cannot be spent either because it is not in
spendable form (i.e., prepaid, inventories, long-term portions of loans receivable, etc.) or
because oflegal or contractual requiremerts (i.e., principal ofan endolvmeot, etc.).

Restricted includes amounts that are constrained by specific purposes \r'hich are extenlally
imposed by (a) other govemments through laws and regulations, (b) grantors or contribulions
through agreements, (c) creditors through debt covenants or other contracts, or (d) imposed

by law through constitutional provisions or enabling legislation.

Codmitted includes amounts that are constrained for specific purposes that are intemally
imposed by the govemment through formal actions made by the Municipality's legislative
My, which is the highest level ofdecision 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 q?e of action it
€mployed to previously commit those mounts.

Assigned includes amounts that are intended to be used for specific puposes that are

neith€r consider restricted nor committed; in addition, such assignments are made before the

report issuance date.

Unassigtred - include amounts that do not qualiry to be accounted for and reported in any of
the other fund balance categories. This classification represents the amount of fund balance

that has not been assigned to other funds and that has not been restricted, committed, or
assigned to specific purposes within the General Fund. The General Fund should be the only
firnd that r€ports a positive unassigned fund balance amount. [n other govemment funds, if
expenditures incurred for specific purposes exceeded the amounts that are restricted,

committed, or assigned to those purposes, it may be necessary to report a ne9tive unassigned

fund balance.

The Municipality genemlly uses restricted arnounts first when both resticted and unrestrict€d

(committed, assigned, and unassigned) firnd balance is available unless there are legal documents,

contracts, or agreements that prohibit doing such. Additionally, the Municiprlity generally would first
us€ committed, then assigned, and lastly unassiSned amounts of unrestricted fund hal,nce when

expendifures are made.

tr. Claims and Judsments

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

liom adjudicated or settled claims, is recorded in the general fund and in the Statement ofNet
Assets- (See notes contingencies)



MI'MCIPAT,ITY OF BARCELONETA, PUERTO RICO
NOTES TO FINAN3COIAL2OSTATEMENTS

l. SUMMARY OF SIGNIFICANT ACCOLTNTIITiG POLICIES (Continued)

o. Use of [stimates

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

p. Tolals Column Memoratrdum Otrh) Governmenaal Funds Slelemenl

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

2. PROPERTY TAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is
responsible by law for the assessment of all real and perconal property located within the
Municipality oI B{rceloneta and for the ler}. administration and collection ofall real and personal
property taxes.

The property tax is levied each year on the assess€d valuo of the property at the beginning of the
calendar year. Assessed values ofreal propefty are established at the estimated cunent value existing
in the year 1957 and ofpersonal property at the curent value at the dat€ of the assessment.

Real property taxes are billed by the CRIM and are due in two equal installments in July and January
following the assessment date. Pe6onal properr)* tares are self-assessed and are due in May | 5, when
the properry tax retum is required io be filed.

The tax mte per annum is 10.33% for real property and 8.31% for personal property ofwhich 3.83%
and 1.83%, resp€ctively, belongs to the Commonu,ealth of Puerto Rico and 4.25% ofboth percent

belong to the Municipality. From the pofiion belonging to the Municipality,3To represents the
Municipalitr's basic rate, which is appropriated for general purposes an4 therefore, accounted for
through the general fund. The remaining portion belonging to the MuDicipality of 1.25% represents

the "ad-valorem" tax withheld by the CRIM as fiscal agent, and restricted for debt service, which is
accounted for through the debt service firnd (See note 2). The Municipality has reached the
maximum statutory tex rate limil for the basic tan while ther€ is oo limitation for the ad-valorem tax

:2E-
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MI'IIICIPALITY OT BARCEII)ITETA, PI'ERTO RICO
NOTES TO FIIT.AITCIAL STATEUENTS

JrrNE 30, 2012

PROPERTY TAXES (contitrued)

Complete real property tax exemptiofl is glanled by the Commonwealth of Puerto Rico on the first

$15,000 ofthe assessed valuation of owner rxcupid residedial units. However, the Municipality
receives the full amount levied, except foi residential units assessed at less than $3,500, on which a

complete exemption is granted. Vetemns have additional exemption film taxes of $5,000 of the

assessed value ofreal property. The Department ofTreasury instead oftbe property taxpayer became

the source of payment in these cases.

Complete exemption from personal ta(es up to an assessment of$50,000 is granted to retailers with
an annual volume ofnet sales under $150.000.

The CRIM reports annually to the Municipality the estimated basic proPerty tax and the tax to be used

for the debt service, which will be collected in the fiscal year. The basic tax is advanced to the

Municipality during such fiscal year. [t is the practice to amortize these advances through the
subsequent collection by the CRIM ofthe basic ta-x from the taxpayers.

The basic property tax advances from the CRIM are recorded in the general fund as other financing

sources- As this tax is collected and reported by the CRIM, it is recorded in the general fund as

revenue. The property tax received from the Department of Treasury, which is related to the

exoneration gmnted by the Commonw@lth of Puerto Rico is reflected as revenue in the general fund.

Sinc€ the collection of property taxes fiom the taxpayers is under the admioistration ofthe CRIM, the

Municipality recogDized as an expenditure the operalional expenses allocated by the CRIM to the

Municipality, which amounted to $329,579 during 2012.

The lollowing is a summary ofthe property tax advances that resulted in an accounts payable, for the

year ended June 30, 2012. The resulting payable is presented as a decrease in the Seneral fund and the

Govemment Wide Financial Statements.

Accotmt pgwhk

Amortization throuph collections of property taxes by the CRIM
07-0t-t I - 06-30- 12 $ 8,849,386

Advance received, 07-01-11 - 06-30-12 (9.415.6s8)

$ (566272)
.$ (846.855)

7)
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3. Df,POSITS

The Municipelity's cash and invesrnents at Jw& 10, 2012, were entirely covered by the Federal

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

interest-bearing accounts in the Govemment Development Bank for Puerto Rico and is collaterized by

the Commonwealth of Puerto Rico.

4. CONCENTRATION OF CRNDIT RISK

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

guaranteed by the federal govemment or the Commonwealth of Pueno Rico. The Municipaliry is also

;llowed to invesl in bank acceptances, other bank obligations and certificates of deposit in financial

institutions authorized to do business under the federal and Commonwealth laws. During the year, the

Municipali8 invested its fimds in intercst-tearing bank accounts, and short-ierm certificates of
deposit ifdue date ;s not more than 90 days, the certificate considered as cash equivalent_s

Custodial Credit Risk

The following is essential information about credit risk, interest rate risk, custodial credit risk' and

foreign exchange exposure of deposits and investrnents of the Municipality at June 30, 2012:

Credit fisk ' This is the risk that an issuer or other counterparty to an investment will not fulfill its

obligations. In complianc€ with the laws and regulations of the Conrmonwealth of Pueno Rico, the

Municipality has adopted, as its custodial credit risk policy' the Stalencnt of Un{orm In''eitment

G idetines for the Municipaliti"t of the Convnonwealth of Puerto Rico, ksued bv the Golemnunt
Derelopment Ba k for Puerto Rico- Accordingly, the Municipality is only allowed to invest in

obligations of the Commonwealth of Puerto Rico, obligatiofls of the United St'res of America'

cenificates of deposit, commercial paper, bankers' acceptances or in pools of obliSations of the

Municipalities of Puefto Rico, which are managed by GDB. According to the aforementioned

investment guidelines, the Municipality is not allowed to invest in marketable securities or any other

t),pe of investments (debt se.urities) ior which credit risk exposue may be significant. Consequently'

atlune 30, 2012 and for the fiscal year then ended, the Municipality invested only in certificates of
ileposit in commercial baflks, which are insurEd by the Federal Deposit Insurance Corporation

(FDIC), generally up to a maximum of $250,000 per depositor. No investments in debt of equity

securities- were made during the 6scal yeai ended June 30, 2012. Therefore' the Municipality's

management has concluded that the credit risk related to any possible loss related to defaults by

commercial banks on the Municipalily's deposils is considered low at June 30, 2012.

Intertst rate risk - This is the risk tha! changes in interest mtes of debt investments will adversely

affect the fair value of an investment. The Municipality manages its exposure to declines in faa values

by: (I) not including debt or equity investments in its investments portfolio at June 30,2012' (2)

limiting the weighted average rnaturity of its invesknents in cerhficates of deposit to periods of thre€

months or less and
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4. CONCf,NTRATION Or CREDIT RISK (continued)

(3) keeping most of its bar*s deposits and cenificates of deposit in interest bearing accounts

genemting interest at prevailing market rates as requie.d by the Statemenl of Uniform lnvcstment

Guidelines for the Municipalities of the Comrnonwealth of Puerto Rico' issued by the Covemment

Development Bankfor Puerro Rico (the adopted policy ofthe Municipality)

. At June 30, 2012, the interest mte dsk associated with the Municipality's cash and cash equivalent is

considered low since the investment portfolio of the Municipality consists of cenificates of deposit

and do not include debt se{urities or any type of investments that could be affected by changes in

interest rates.

Custodial credit risk In the case of deposits, this is the risk that in the event of a bank failure' the

Municipality's deposits may not be recovered. Pursuant to the Sra,€meat of lnvesh4nl Guidelines fot
the Govemmetu of lha Commonweabh of Puerlo Rlco, the balances deposited in commercial banks by

the Municipality are insured by the Fedetal Deposit Insumnce Corpomtion (FDIC), generally up to a

maximum of $250,000 p€r depositor. In addition. public funds deposited in commercial banks by the

Municipality are fully collateralized for the amounts deposited in excess of the federal depository

insurance. All securities pledged as collateral are held in the Municipality's name by the agents of the

Commonwealth's Secretary of Treasury. Deposits of GDB are uninsured and uncolleteralized'

However, no losses related to defaults by GDB oo deposit transactions have been incurred by the

Municipality through June 30, 2012. lt is management's policy to only maintain deposits in banks

affiliated to FDIC to minimize the custodial crcdit risk, except for GDB.

Therefore, the Municipalit)'s management has concluded that at June 30. 2012, the custodial credit

risk associated wilh the Municipality's cash and cash equivalents is considered low'

Foreigtr exchallge risk -This is the dsk that changes in exchange rates will adversely affect the

value 
-of 

an invesiment or a deposit. According to lhe aforementioned investment guidelines, adopted

by the Municipality, the Municipality is prevented from investing in foreign sec-urities or any other

types of invesimens for which foreigl exchange risk exPosure may be significant Accordingly,

management has concluded that the foreign exchange risk related to the Municipality's deposits is

considered low at June 30, 2012.

The defened revenue ofthe geneml fund correspond to the bosiness tax levied received from the next

fiscal year.

The minimum gross revenue to file the Volume ofBusiness Tax Dectaration is $5.000 and the

minimum tax p-ayable is $25. The date to fil€ the Volume of Business Tax Declaration is APril l5 The

Municipality grants a 5% discount, ifthe taxes arb Paid on or before April 15. Otherwise, 5ff% ofta'xes

payable muit be paid ,"ithin the first 15 days 6feath semester beginning with the fimt semester ending

December 31.
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5. MUNICIPAL LICENSE TAXES (continuatiotr)

The Mutricipatity rec4gnized an account rcceivable for the estimated municipal lic€nse taxes to be

collected during the first two months ofnext year, but cortesponding to cunent year. Municipal lic-€nse

taxes coflected prior to June 30, 2012 bttl per&iining to the next fiscal year is recorded as defened

6. INTER,FUND TRANSACTIONS

ry
Interfund receivables and payables g€nerally reflect temporary loans, billings for services provided and

recovery ofexpenditures. The balances of intemal transactions ofJune 30, 2012 are as follows:

For the most part, the effecl of inter-fund activiq'has been removed from the Statement ofN€t Assets

(Govemment Wide Financial Statements).

?. INTERGOVERNMENTAL RXVENUES

Sources of intergovemmental revenue consist primarily of governmental payments from the

Commonwealth oa Puerlo Rico and in lieu oftaf payments from certain "quasipublic" corporations,

such as: the Puerto Rico Eleclric Power Authority.

Grants and subsidies received from the Commonwealth of Puerto Rico include, among others, a

g€neral subsidy for capital improvements. Almost all these intergovemmental revenues are accounted

for in the general fund.

(This space was intentionally left in blark)

Due From
398.082Ceneral

63,162Hud Proerams
3 3 3.830944,461Other Funds
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NOTES TO FINAI{CIAL STATEMENTS
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8. DT]E TO GOVERNMENTAL ENTITIES

As of Jone 30. 2012 balances due to govemmental

following:

entities of the general firnd consists of the

(This space was intentionally left in blank)

Puerto Rico Reti rcme nlqEigq
t63,939G€neral Admi nistrat ion Services

E..toEco DcPnttment of LaboJ

ffi Ri"o wut". urd Sen'cr Authori

Puefio Rico loyee Asociation System

Puerto Rico Deparbnent of Treas
t,4t3.127Municipal Revenue Collection Center
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MI'NICIPA'ITY OF BARCEII)NETA, PT'ERTO RICO

NOTES TO fl NAN3COTAT2OSTATEMENTS

9. CAPITAL ASSETS

lnclude those changes pursuani 10 the implementation ofGASB Statemenl No' 14' fol'ows Land and

coDstruction in progr€ss are not subject io depreciation

Capital assets activitt_ for the year ended June 30, 2012 was as follows:

Bahnce

613012011

$ 4,104,657. $ 3,084,530 l$ - $ 7,189,187

-W-Wffisffi

-34:

Retirements

and transfers Balance

Additbns disPositions 6130/2012
GoYe mmental activities :

Capital assets, not being depreciated:

L,and
Construction in Progress

Total capital assets not being &prechted

.-:^'.mff nt'al acTivitbs:

General govemrnent $ 103,041
91,o55

1 .Oa6.92"

-,,k--- "in rP.reaibn .3,213

766,304

-c,r,,--r;-.to.atrainino

72,lOl

Vehicles

986,634 14,088,341

l18,0s0 9,680,801

674,195 4,800,147
I
1



MUMCIPALITY OF BARCEIPIETA' PT'ERTO RICO
NOTESi TO FII{ANCIA' STATTMTr{TS

JUIIE 30' 2012

9. CAPITAL ASSETS (continued)

Government Wide Fintncial Steteinents

Capital assets purchas€d are canied at historical costs Contributed assets arc recorded at fair value as

of the date do;ated. Additions, lmprovements and other capital outlays that significantly extend the

u."frl lif" of"n ura"t u." capitalize;. Other costs incurred for repairs and maintenance is expensed as

i""r."i. 
-o.pi""ir,i." 

on caPital assets is calculated using the straight-line method over the following

estimated usefirl lives:

Vehicles. Heavy Equipment

5-25 $100

Furniture and Fixture 5-r0 $300

eompiG and Electronic EquiPment 5 $100

Buildings 50 $r
Infrastructure 60 $l
Improvements 20-40 $l

ln addition. the Municipality assigned a l0% residual value on most Capital Assets'

[' nd Financial Stat€ments

The Municipality charged costs of capitat outlays as expenditures categories in the Govemmental

Fund Financial Statements.

10. CHANGES LONC-TERM DEBT

I he orinciDat tonq-lerm obliAalionollhe Murricipalil) is obligation bonds issued to finance permanenl

i;il;;;;"i. an-d purchasl of equiprnent the vunicipaliry'r longrerm dehr rerirements arc

appropriated and paii from resources accumulated in the debt service fund

The following is a summary ofBonds outstanding at June 10, 2012:
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.rlrllE 30, 2012

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

General Obligation Bonds:

D€scdption
Balanc€

06-30-2012

D ue within

Series 1992, 5229,000 palabh in annEl instalknents of $4,U)0 !o

$17.000 unlil20lb:shh inrerest of 5 7(oo. s 62,000 $ 14,000

Se.bs 1992, $257.000 palable in amual instalknents of$6,0001o

S19,000 unril20lb: with hlere\l of 5.75oo. 70,000 16.000

Series l99Z $600,000 payabb in annual iNtallrnents of S 1 3,000 to

$44.000 rtr il 20Io: w ith inre resl ot 5.750 o. l6l.tru0 37,000

Series 1991, $277,000 pa)abb in mual ir6talments or $6,000 to

52l.00O unril 20lb: s'ih inLerest of 5.75oo. 78.0(x1 l8-0,00

Serie 1993, $$3,mO payabk in a.nEl instalhrents of $l8'mo to

$05.000 uflil 20l6: wilh inleresl of 5.2<oo. 236,m0 54,(x10

Series 1995, Ml1,000 payabh in annuat i6hlLnents of $9,Urc to

t q,oOO ul il 20 I 8: with inle resr 9f 6.62" o. l52,CUo 22.(nO

Serie 199s, $660,000 pa)Bbb in amul irstallrren(s of$15,000 to

S75.000 until20l3r with interest ra.sing fom 6.11% tQ 7.71% 115,000 6{i.ffJ,0

Se.b 1997, S5,s75,Ur palable in amul inslalhrcnts of$80,0m to

$5I 5.000 mtil 2021 ; with interest ralsEs l@-!!rqzzrp !!Zl%- 3.690.0fi) 255,000

Series I998, $1380,000 pa)ablc in annul i,stallmenrs of$l5,0oo to

.$120-fi10 mtil2022:with interest ranrins liom 1 87oZ to 6 56"1] 925.000 55,000

Series 199& $lO5,G)0 payabb in amual instalhmnh 'f '$2 m0 b
$ i,m0 urtil 2021: with inte rs!! 9! !l:1-- 60,000 4,000

Ser;es 1999, SlJl0,000 payabb in armual iGlallmenrs of $65'000 to

3185.000 until 2013: with interest ianging from 2.ry. to 7.81o/a 355.000 i70,000

Serb 2006, $10,940,000 payabb in aimual iEtalhnents of $210,000 to

S775.000 util 2030: with ir erest ranging fm 4- l7olo to 5.31%' 9y'70,oo0 295,000

Seric 2006, S1,695,000 payable i1 annual insta rm'rs of s7o 0Oo to

5265-000 mtil2010: with u:teresa ransing fom 4.1ryo io i.l l%. l?00,000 I00,u)0

Serie 2007, $260,000 payable in nmual i,stallmeDts of $30'000 to

$50 ffn util 2013: with intcrest Gngirie fom 3 93% lo 7i. 90,ulo 40.000

Se.b 2007, $120,0m pa,€bl€ in arulul iBlalkrEnts of$10,000 to
qr 5 (xx) until 2Ol 6: with interest ranainq fom 3.91% to 7%. 70,000 l0.Ll00

Scrb 2007, $2010,000 payabb in annual irulalhrEnts of $30,000 lo

S165-000 unirl203l i with interest rargine frm 3.93olo to ryo l.8l0.ur0 45.000

Serie 2007, $5,630,000 palabh in amual ins.allrn"rq of s90 ffn to

S45o-000 until203l: witi interest rangiog fom 3.93 to zo. 5.120.000 125.000

Serie 2005, $5500,00 pa)able in amual iEtalhnef,ts of 200,000 to
q?7s ffn nntil 2022: with inlerest ranqinq ftom I .3% 1,875,flI) 275-U)0

Se.ie 2008, $l15,000 palabl€ h amual installrcnrs ol$ 15 (xJo to

$55.000 mtil2014: wirh interest mn8!!s lIqEil2l:4qlL 155.000 50,000
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MI'MCIPALITY OF BARCELONETA, PI'ERTO RICO
NOTDS TO FII{A}ICIAI STATEIIEI{TS

JUIIE 30' 2012

10. CHANGES IN GENERAL LONG-TERM DtrBT (contioued)

Generul tions Bonds

Description
Brlrnce

0G30-2012

Due withitr
One Y€ar

Grie 2008, S1,840.000 payable in annual installments ol$70,000 to

S195.000 unti, 2022; with interest ranging ftom 3 93% to 7.5% 1,525,000 95,000

Serie 2008, $1,205,000 payable in annual installments of$20,000 to

$105,000 until2032; with interest ranging ftom 3.93oloto 7.5% 1,125,000 25,000

Serie 2008, $860,000 payable in annualinstallmenls of$15,000 to

$70.000 until2032;with interest ranging from 3 93%to 7-5% 800,000 15,000

&rie 2008. $3,555,000 payable in annual installments of$50,000 to

$300,000 until2032; with interest ranging from 1.53% to 7.5% 3,390,000 65,000

S"ri" 20l0JlJ9500d p"yable in annual installments of$25,000 to

$135,000 until2034;wiih interest ranging ftom 50, to 7.596 1,545,000 25,000

Serie 2010, $1,827,000 payable in annual installments of525,000 to

$152,000 unti]2014; with ioterest mnging from 5% to 7.5% t.772,000 10,000

Serie 2010. $605,000 payable in annual installments of$70,000 to

$105.000 untit20l6;with inlerest ranging ftom 5%to 7-5% 460,000 80,000

Serie 20 I 0, $345,000 payable in annual installments of 540,000 to

$65,000 ntil2016; with inletest ranging from 50/6 to 7.5% 265,000 45,000

Serle r0t t, $4,100,000 payable in annual installments of$370,000 to

$860,000 until20l7;with interest ranging from 6%lo 7% 4,145,000 600,000

Serie 201l, $1,104,000 payable in armual installments of$15,000 to

$89,000 until 2035; with interest ranging ftom 6% to 7 5% r,089,000 20,000

S*" ZOt t, St, ttI,OOO p"yable in annual inslallm€nts of$25,000 to

$116,000 until 2030; with interest ranging from 6% to 7 5% r,156,000 30,000

Giiiliil st r por 
, st r poo pryrtt" in annual installments of $ 10,000 to $ I 6,000

until2017;with interest ranging from 6% to 7.5% 71,000 10,000

S."i. ZOLZJZ+0,OOO puyrtle in annual installments of$85,000 to

$130,000 until 2018; with interest ranging ftom 6% to 7% 740,000 E5,000

r 9,000

5,000

Serie zO t I . $ t S9,OOO pataUle tu annual installm.nts of $25,3 34 to

$3 1,088 until 203 1: with in19ts!!!ry-!!8..lll1j&jglll- 159,000

Soi. ZOt I, $lA:,Ooo puyuUle in annual installments of$10,000 to

$20,000 until 2031; with interest ranging fom 6% to 7.5% 133,000

C;rOnJlS0.000 pry"bl. t" r""""1 insrallments of $20,000 to

$40,000 until 203 I ; wi$ ioteres!!!849@j1!jj!- r80.000 5,000

Soi.:oU, $1,:ts,OOO puy"tle in annual installments of$60,000 to

$360,000 until2035;with interest ranging from 6010 to 7.5% 4.315,000 60,000

SU}TOTAL $ r,2!4000
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MT'MCIPAI,ITY OF BARCELONETA, P I'ERTO RICO
NOTES TO FII{ANCIAI STATEMENTS

JUIiTE 30, 2012

10. CHANGES IN GtrNERAL LONG-TERM DEBT (contirued)

Bonds:

Theanmfuldebrserl)icefequireefilsforthebondeddebtoutsfu,ndinsasJune30'2ol2afeas
fotby!:

Year Ending Principal Interest Total

2013 $ 3,489,000 $ 2,928,636 $ 6,4t1,636

2014 3,800,000 3,313,8i8 7,1r3,8?8

2015 3,700,000 3,t63,462 6,863,462

2016 3,887,000 , o{d rl, 6,84t,232

2017 3,647,000 2,579,087 6,226,087

Subsequent yeals 44,3i6,000 tT,662,035 62,038,035

I$ 32,tr!31q

The Municipality is required to limit the amount of general obligation debt to 
-107" 

of the total

"*"r.*".i "i 
p."i*.q' ldcated within the Municipatity, for bonds to be repaid with the proceeds of

;;;A;- .!.t.i"t"i ro. debt services other ;bligations include compensated absencts; LIMS

refinance debt, claims and judgments.

ReveIue

Description
Brlance

0G30-2012

Due within

One Year

Gi, t9qz, +oo,ttoo puyuble in annual installrnents of$10,000 to

$30,000 until 2016; with hterest r44q!991?%Iiil- $ 145,000 $ 25,000

Gt. r005J5nr0!00 pry"bt. t, .*ral installments of $95,000

to $380.000 until2028; with interest ranging from 4 5% to 6% 4,200,000 150,000

S"t" r0I I,TlJ10n00 p.y.bl. t".*ral installnents of$25,000 t0

$130,000 until2034; with interest ranging from 6% to]5% 1,485,000 25.000

Serie 2010, $5,265,000 payable in araual in$allments 0f$370,000

to $720,000 until 2019; witl intqe$ ranging ftom 5y" qi.5% 4,065,000 430,000

-38-

SUB.TOTAL $ 9.895,000 s 630,000

TOTAL $ .62.899,000 $ 3,4E9,000

TOTA1 $ 62,899,000 $ 95,s00J30



MI'MCIPAI,ITY OF BARCELOITETA, PIJERTO RIC'O
I{OTES TO FIXAITCIA'. STATEIIENTS

JIJItt 30, 2012

12. DEBT SER\'ICE TUNI)

The revenues ofthe d€bt service fund a.ise fiom the additional property ta.\ and are recognized when

collected and reported by the CRIM (See Note 2). The CRIM retains these collections for the

payment ofprincipal and inter€st ofbonds and notes issued by the Municipality used lnterest income

is used for the payment of interest or sp€cial obligations notes and Property taxes are for the debt

service requirements ofth€ general obligations bonds and notes-

The Govemment Development Bank pays principal al|d interest on th€se obligations for Puerro Rico

liom funds obhined from the FollowinS:

Expe ditwes for the yedr 201I-2012 were asJollovs:

Principal $ 3,393,012

lnterest - 2,6t9,871

13. RXTIREMf,NT PLA}I

Plan D€scription
nArlar ntt ti." employees of the Municipality contribute to a cost sharing multiple-employer

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

Covemment of Puerto Rico and its instrumentalities (ERS). ERS covers all regular full time public

employees working for the central Sovemment, public corporations and the municipalities of Puerto

Rico. ihe system provides r€tirements pensions, death and disability benefits. Retirement benefits

depend upon age ai retirem€nt and number ofyears ofcredited service. Disability retirement benefits

are available to members for occupational and non-occupational disabilities. Benefits vest after ten

years of plan participation. The system was created under Act 447, approved on May 15, 1951,

"Retirement Pensions, Disability and D€ath Benefits", as amended, and became effective on January

1, 1952. ERS issues a publicly financial report that includes financial statements and required

supplementary information ofthe PIan, which may be obtained fiom the ERS at cPo Box 4?005, San

Juan- Puerto Rico 00940.

$ 3,772,515
1.t44.t37

923,405

-39-

ProDerty taxes

General funds

Special funds
Municipal sales tax 688,323

TOTAI. $ 6,s28J80

IOTAL $ 6.012,883



MUMCIPAJ,ITY Otr' BARCELONETA, PI'ERTO RICO
NOTES TO FINANCIAI STATEMENTS

Jrr!{E 30, 2012

13. RETIREMENT PLAN (Continualion)

The annual retirement benefits for those regu,ar full time employees hircd on or hcfore March 3l_

Ig90 or those attaining permanent status before that date (old Plan) and for those hired or attaining

permanent status on or after April I, 1990 (New Plan) are as follows:

OLD PLAN &AW 447)

Eliqibilitv Pension Bencfits

Age 55 and 30 years 5o% ofaverage highest compensalion

Oiservice during any years ofcredited service

Under 55 and 30 years 65% ofaverage highest compensation

Of sen'ice d uring any 3 years of credit serv ice

participants in the system who retire prior to 30 years of credited scrvice are eititled to ao annual

fctirement benefit eqoal to 1.5% ofthe highest compensation in any i years of credited service for

each year ofservice up to 20 years, and 2% for each year in excess of20 years'

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

Additional information of ERS is provided itr its finrtrcial statements for the year ended June

30, 2012 a copy of which can be obtain€d from the ERS, Minillas Station, PO Box 42003' San

Juan, PR 00940.

NEW PLAN IRTFORMA 2OOO)

Elieibilitv Pension Benefits

Age 65 with 10 years .5oZ ofaverage compensation during

of service the final 5 years ofcredited services

multiples by the numbers of Years
credited sen'ice

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

anddeathbenefitsare.availablewithcertainlimitationsandallannuitiesinpaystafuswillb€
increased every thre€ years by 3% subject to the approval by the Legislature of Puerto Rico'

Reform 2000 is a hybrid defined contribution plan' also loown as a cash balance plan Under this

new plan, there wilibe a Pool ofpension assets, which will be invested by ERS, together with those

ofthe current defined benefit plan.
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NOTES To FINAITCIA' STATE,UEIITS

JrrNt 30, 2012

13. RETIRf,MENT PLAN (Continuation)

Benefits at retirement age will not be guaranteed by the Commonwealth of Pu€rto Rico. The

annuity will be based on a formula which assumes that each year the employee's contribution (with

a minimum of8.275olo ofthe employee's salary upon to a ma-ximum of l0%) will be invested in an

account which will either: (1) eam a fixed rate based on the two-year Constant Maturity Treasury

Note or, (2) eam mte €qual to 75% of the retum of the ERS'S investment portfolio (net of
management fees), or(3) eam a combination ofboth altematives. Pafticipants will receive periodic

account statements similar to those of defined contributioo plans showing their accrued balances.

Disability pensions will not be granted under Reform 2000. The employer's contribution (9.275%

ofthe employee's salary) will be used to fund the curent plan.

futrdine Policv

The Act 447, as amended, is the authority under which obligations to contribute to the Plan by $e
Plan memtrers, employer alld other contributing entities are established or may be amended. The

requirtd coirtributions made by the Municipality were based on percentages established by the

Administrator ofthe System. Such percentages were not bas€d on actuarial studies as required by
generally accepted accounting principles. An actuarial computation of the armual contribution

applicable to the Muoicipality has not been prepared. Accordingly, the amounts by which the

actual contributions differ from the required actuarial contributions are not known.

Coltribution Reouirements

The Municipality's total payroll for the fiscal year 2012 amounted to approximately $17,277,038

The Puerto Rico Commonwealth legislation roquir€s employees to contribute 5.775% of gross

salaries up to $6,600 plus 8.2'75o/o of the gross salary in excess of $6,600. fie Municipality is

required to contribute 9.2?5% of gross salary annually during year 2011. The Municipality actual

conhibution under Act 447 and Reform 2000 during year ended on June 30, 2012 was $360,682

and $555,9 I3 respectively.

(This space was intentionally left in blank)
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NOTES TO FINANCIAI STATEMENTS

JUNE 30, 2012

13. RITIRnMI NT PLAN (Continuation)

Actuarial Valuation

As ofJune 10,2011, the ERS has an unfunded accrual liabilitv of approximately $i7-l billion'
representing a 9.7% funding ratio. This information is not available by each participating

government agency or municipalities.

Net assels of the system consist principally of investments in stocks and bonds and loans to

participants- The projected unit credit actuarial cost method $'as used for the actuarial calculation.

Significant assumpt;ons were as follows:

a) lnterest rate 6.4Yo ayear
b) Salary increases 3.0"/o Year
c) Pre-retirement Mortality For Geneml Employees and Mayors, RP_2000 Emp,oyee

Mortality Rates for males and females projected on a

generational basis using Scale AA. For members

covered under Act 127, RP-2000 Employec Mortality
Rates with blue collar adjustments for males and

females, projected on a genemtional basis using Scale

Poslreiirement Health Mortaliry uender-specific mortalii) rates were developed based on

a study ofplan's experience from 2003 to 2007. Sample

rates shown below are as of 2005 and are thereafter

projected on a generational basis using Scale AA.

Post-retirement Disabled Mortalir,"- RP 2000 Disabled Annuitant Mortality Rates, without
projection.

d) Termination W;thdrawal rates vary by employee category. The
annual rale oflerminalron is as follows'

For general employees 2.0o/"

For police and fire 1.60/.

For Mayors 3 .0o/o
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NOTF^S TO FINA.IICIAL STATEUEITTS
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13. RETIREMENT PLAI\ (Continuation)

4s!ssdql]aE4l!!9r (Continued)

e) Disabiliry Rates are bas€d on the six month elimination period

rates in the 1987 Commissioners Gmup D;sability Table,

adjusted as set forth in the table below. Rates of
disability cease to apply once a member is eligible for
the 75% ofthe Highest Salary ma,ximum benefit.

10070 ofdisabilities occurring while in act;ve servlce are

assumed to be occupational for members covered under

Act 127. For other members, 90% of disabilities
occuning while in active service are assumed to be

occupational and 10%o arc assumed to be non-

occupational.

Adjustment to 1987 CGDT
Member.s Covered under

Act 121
Oth€r

Mcmbers
447 r 00% 1504

I 100% '75%

2000 10tr/d if more than l0 years from
retirement eligibility.

300%o if at or past retirement
eligibility.

lnterpolated from 1000/. to 300Yo

in the l0 years leading up to
retirement eliqibility.

'/ 5yo
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTES ?'o FINANCIAL STATEMENTS

JIJNE 30, 2012

13. RXTIRIMENTPLAN(Continuation)

AlEadllEEgllig! f Conrinued)

fl Retirement Rates ofretirement vary by employment category, Act,
and b) age and )ear. of Credilable Scrvice.

Act.t47 Geleral IlmDlovees (Includes Cetreral Hazardons EmDloyees)
Sersice Condition

Agc 10 years 25 vears 30 Years
45 to 49 t0.0%
50 to 53 r5.0

54 20.0

55 to 57 10.0% 20.0

58 5.0% r0.0 20.0

59 to 64 10.0 15.0 20.0

65 to 69 15.0 15.0 20.0

70 100.0 r00.0 100.0

Svstem 2000 General I ployees

Ase Non-hazardous Hazardous
60 to 66 15.00/" 12.04/a

6'.1 r00.0 r00.0

Act 447 Police & Fire
S€rvice Condition

Age l0 v€ars 25 years 30 vears
45 to 48 10.ovo

49 r5.0

50 7.0% 15.0

5l to 56 t5.0 20.0

57 20.0 30.0

58 2.5o/o 20.0 100.0

59 to 64 10.0 25.0

65 to 69 10.0 30.0

10 100.0 r00.0
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MI'IICIPAIITT OT BARCEIOIIEfA, PI'ERTO RICO
NOTES TO FIIIAITCIAT STATETIENTS

JIrnE 30, 2012

RETIRXMENT PI-Ai\t (Continuation)

Actuarial Vatuation (Continued)

System 2000 Police & Fire
Service Condition

l0 vears 25 y€ars 30 verrs
45 to 48 9.0%

49 13.5
50 6.3% 13.5

51 1() 56 11.5 I8.0
57 18.0 21.0
58 2.250/. t8.0 27.0

59 ro 64 9.0 22.5 27.0
65 to 69 9.0 27.0 lr.5

10 100.0 100.0 100.0

g) Proportion ofparticipants with spouses

h) Number ofemployees electing high

i) Cost-of-living adjustments

50o% of pafiicipants assumed to be married at
retiremenr, with females assumed to be four
years younger dlan males.
l5% of retiring employees assuned
topaycontributions retroactivecontributions
at aetirement.
lyo every third year

Accordingly, the pension expense for fiscal year 2012 was approximately $916,595 that represented
100% ofthe contributions required by Ilnding policies ofthe Plan.

14. LONG TERM LIABILITMS

Compedsated Absences

The liability for compensated absences was recorded in the Govemment-wide financial statements.
The balance consists of unpaid, accumulated annual and sick leave balances. The liability has been
calculated using the vesting method, in which sick leave amounts for both employees who currently
are eligible to rcceive termination payments and other employe€s who are expected to become
eligible in the future to receive such payments upon termination are included,
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MI'MCIPALITY OF BARCELONETA, PI'ERTO RICO
NOTEft T{) FII{IINCIAI STATEMENTS

JI,NE 30, 2012

14. LONG TERM LIABILITIES (continuation)

Comoeosated Absences (continuation)

The changes in Compensated absences for the year ended June 30, 20 I 2 are as follows:

Covemmental activitv June 10,201I Net decrease June 30,2012
Due within
One year

Compensated Absences $2.63 r.436 $249.066 $2,382,370 $2 r6,422

15. I,EASES

Ooeratins Leases

The Mutricipaliry has several short-t€rm operating lease agreements covering some of the
Municipdity's premises ard equipment. Most ofthe agrcements are renewed annually. Total rental
exp€nditures for the year ended June 30, 2012, were approximately $l16,9& included in all firnds.

16. CLAIMS AIID CONTINGENCIES

Conlingencies

As per Act No. 72 of September 7, 1993, Act ofthe Health Insurance ofPR Administration", (HIA)
should negotiate with the municipalities a confibution from the operational budget for the medical
servic€s covered by the H@l1h Care Reform. The Municipality paid $1,148,888 during the year to
Heahh lnsurance of PR Adminishation.

On July l, 1997, there was an amendment to Act No. 72 in which it was established that the balance
due to HIA fiom October 1994 to Ju0e 30, | 997 would b€ eamed fmm the additional lottery games.

Federal Programs

The Municipality participates in a Dumber of federal financial assistsnce progams. Although the
Municipality's grart programs have been audited in accordance with the provisions of the Single
Audit Act of 1984, as amended, thes€ programs are still subject to financial and compliance audits
and rcsolution of pr€viously identified questioned costs. These grants ar€ also subjeat to audit on
behalfofthe grantors to assure compliance with grant provisions. If expendih[es are disallowed due
to noncompliance with grant program requiremenfs, tne Mutriciprlity may be .equired to reimburse
the grantor agency- Accordingly, the Administrations compliancr with applicable grant requiements
will be established at some firturc date.
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16. CLAIMS AIID CONTINGENCIES (continuation)

C o npt r o I I er's O-frt ce A ud i/r

The Municipality of Barceloneta, Puerto Rico, has been audited by the Comptroller's Office ofthe
Commonwealth of Puerto Rico. The Comptroller's Office has not issued a final report related to the
financial operations of the Municipaliry for the prior period of the single audit. These audit reports

do not cover any findings subsequently disclosed to Municipality operations by the Comptrollers'
OIfice.

Contingencies and claims and iudaments against the Municipalitv

The Municipality is a defendant ir a numter of lawsuits arising principally from claims against the

Municipality for alleg€d improper actions. It is management's opinion, based on the advice ofthe
legal counsel, that the probable claims against the Mutricipslity not covered by insurance are not
determined at June 10.2012.

17. MUNICIPAL SALES TAX

Pursuant to the provisions ofthe L,aw number 80 ofJuly 29, 2007 and effective August 1, 2007, the
citizenship contribution was uniformly established in 1.5%, of which l% will be collected by the

Municipalities and the remaining .5% will be collected by the Treasury Depafiment of the
commonwealth of Puerto Rico. Also, this Law unifomed the use ofthe c-ontributions of 1.5% in the

following activities; solid waste disposal costs, recycle, public works alld improvements, health

services and security servic€s.

The Municipalities of Puerto Rico are responsible to collect l% ofthe mrresponding ta\ wi$ th€

same exemptions and limitations that the portion collected by Tr€asury Department-'[he Act
provides and optional surtax on the un-processed food. This surtax must be approved by the

Municipal t egislature. The Treasury Department is responsible to cr€ate the Municipal
Development Fuod (.02%), the Municipal Redemption Fund (.02%) and the Municipal
Improvements Fund (.01%0 with the remaining 0.5%. The Municipality collected $3,723,495 during

the year ended June 30, 2012.

lt. MUNICIPAL SOLID WASTE LANDFILL CLOST'RE AND POST-CLOST'RE COST:

State ,nd federal laws and regulalions r€qufue the Municipality to plac€ a final cover on the

Municipality's landfill site when it stops accepting waste and 1o perform certain maintenance and

monitoring functions at the site for 30 years after closure. In accordanc€ with Statement No. l8 ofthe
GASB (GASB 18), "Accounting for Municipal Solid Waste tandfill Closure and Post-closure Care

Costs", the Municipality has to perform a study ofthe activities that ne€d to be implemented at the
Municipality's landfill to guarantee the maximum yield of available space and to comply with
applicable state and federal regulations.
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UI'MCIPALITY OF BARCEIPITETA, PI'ERTO RICO
NOTES TO FII{AN3CIAI2OSTATEMEI{TS

18. MUNICIPAL SOLID WASTE LANDFILL CLOSURI AND POST-CLOSURE COST: (continu€d)

The Municipality ofBarcelonera discontinued the Iandfill operation on December 31, 1998, allowing
the United States Environmental Protection Agency (EpA) by the Consent Decree (CERLA_00304i
State and Federal laws and regulations require the Municipality to perform certain closure procedures
and establish monitoring and maintenance function at the landfill for 30 years after closurr. During
fiscal year-2005-2006 the U.S. Environmental protection Agency presented the first five - yeai
review (the report) for Barceloneta Landfill site and found that the r€medy was constructed according
wilh the requirements of the Record of Decision and that the remedy is functioning as designed
according to $e report and that the immediate threats have been addressed and the remedy is
protective in the short'term. The Municipality implemented controls in order for the remedy to be
protective in the long-term. During this year the Municipality provided maintenance and monitoring
to the landfill super fund site with the employees ofpublic work department_

The estimated annual Post{losure applicable to entire landfill is as follows: Maintenance of final
cover $70,000, Ground water monitoring $25,525, total landfill cost $95,525. Accordingly the total
Iandfill costs for the next seventeen years are estimated for $1,621,925 and are included in the wide
financialslatements.

19. RESTATEMENT OF 2OI1 FINANCIAL STATEMENTS

During the fiscal year ended l]Un.e 30,2012 the Mutricipality noted that certain assets were
reclassified and liabilities had be€n overstated or understated as well as other differences related with
adjustments to capital assets and reclassification of certain fund balances. As a result the funds at June
30, 2011, as previously reported. The geneml fuod decrease by $3,084,530, other funds increase by
$1,406,658 and the Bond issue fund, the debt service fund decrease by $E81,210 and debt service
fund by $877,81 l.

D€bt Oth.r

Beginning bala.ce at

June 30,201I $ (6,897,091 s 2,671,A33 s 2s45,214 $ 3,535985
Land reclassificalbn (3,084.5301

Accounts liom Drior year (88 r.2 r 0) 877,81l r,406558
Beginning balance, as

re$aEdJune 10.201I s (9,98!,621 s tJ96S23 $ 3523,02s s 4,942,643

20. sIrBsf,QUf,NT EVENIS

ln August 17,2012 the Municipality issued a ceneral Obligation Municipal Note in the amount of
$905,000 through the Govemmental Development Bank (BGF) of Puerto fuco.
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ruANA. f,rVEnA, CPA
CERIIFIED PT.IBLIC ACCOI'NTANI

RXPORT ON INTTRNAI CONTROL OVER FINANCTAL RXPORTING AND ON COMPLIANCE
ATID OTIIER MATItrRS BASED ON AN AUDIT OF FINANCIAL STATE&I-ENTS PERFORMED

IN ACCORDAI\TCE WTTH GOVERIMDNT AIIDITING STANDARDS

To the Honorahle Mavor and

tlre Municipal Assembly
M unicipolily oJ Borcelonetn
Barceloneta, Puerto Rico

We have audited the financial statements ofthe govemmental activities, each major fund and the aggregate
remaining fund information of tI'P- Municipolity of Barcelorcla as of and fot the yeat erded Jane 30, 2012,
which collectivefy comprir the Municipaliq of Barcelonela is basic financial statemenls and have issued
our report thereon daied March 23, 2013. We conducted our audit in accordance with auditing standards
generally acc€ptei in United States ofAmerica and the standards applicable to financial audits contained in
Gowrnment Auditing Standaftls, issued by the Comptroller General ofthe Unit€d States.

Internal Cotrtrol over Financial Reportins

Management of Municipality of BarceloDeta is responsible for establishing and maintaining effective
intemal conbol over financial reporting. In planning and performing our audi! we considered Municiprlity
of Brrcelotr€ta intemal control over financial reporting as a basis for designing our auditing proc€dures for
the purpose ofexpressing our opinions on the financial statements, but not for the purpos€ ofexpressing ar
opinion on the effectiveness of Municipalit5/ of Bercelon€ta intemal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness ofthe Municipality oI Barceloneta intemal
control over financial reporting.

A deficiency in intemal control exists when the design or op€Etion ofa control does not allow management
or employees, in the normal course ofperforming their assigned functions, to preven! or detect and conect
misstatements on a timely basis. A material weakness is a deficiency or a combination of deficiencies, in
intemal control such that there is a reasonable possibility thaf a material misstatement ofthe entity's financial
statements will oot be prevented, or detected and corected on a timely basis.

Our consideration ofiniemal cootrol over financial reporting was for the limited purpose described in the firs1
paragraph of this sertion and was not designed to identify all deficiencies in intemal control over fmancial
reporting that rnight be deficiencies, significant deficiencies or material wealoesses- We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
previously. A significant deficiency is a deficiency, or a combination or deficiencies, in intemal control l.hat is
less severe than a material weakness, yet important enough to merit attention by tho6€ charged wirh
govemalce.

Compliatrce atrd Other Mrtters

As part of obtaining reasonable assurance about whether the Mulicipality of Barceloneta finaacid
statements are ftee of material misstatement, we performed tesls of its compliancE with c€rtain prcvisions of
laws, regulatioos, contracts, and grarit agrcements, noncomplianc€ with which could have a direct and
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material effect on the determination of financial statements amormts. However, providing and opinion on
compliance with those provisions was not an objective of our audi! and accordingly, we do oot express such
as an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are

required to be reported under Govemnent Auditing Statdards.

This report is intended solely for the information and us€ of management, ofthe Honomble Mayor and
Th€ Municipal Assembly of MunicAaUO of Barcelonetu! and federal awarding agencies and pass-through

entities and is oot intended to be and should not be used by anyone other than these spe.ified parties.

Q#".ku{l,t
Lic.422l4 \
March 23.2013
Toa Ba.iq Puerto Rico

Stamp No- 2669712 ofPue(o Rico Society of Certified Public Accountants was affxed to the record copy ofthis
repor
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JUAN A. nrVERA, CPA
CERTIFIED PTJELIC ACCOTJNTANT

INDEPENDENT AADITOR'S REPORT ON COMPLANCE WITH REQUIREMENTAS TEAT
COULD HAVE A DIRECT AND M4TERIAL EFFECT ON EACH MATOR PROGMM AN ON

INTERNAL CONTROL OVER COMPLIANCE N ACCORDANCE WITH OMB CIRCUL4R A-133

To the Honomble Mayor and

the Municipal Assembly

M u nic ip ol ily of Bq r c e I o n e la
Barceloneta" Puerto Rico

Compliancc

We have audited MunicipdliE o_f Barceloneta compliance with the qpes of compliance requirements

descited in the OMB Circul$ A- 133 Complidnce Suppler erl that could have a direct and material effect on

each of the Municipality of Toa Alta's major federal progmms for $e year ended June 30, 2012. The
Municbaliq of Borcelonela major federal prog?ms are identified in the summary ofaudito/s results section

ofthe accompanying schedule of findings and question€d costs. Compliance with the requirements of laws,

regulations, contracts, and grans applicable to each of its major federal programs is drc responsibility of the
Municbalil! of Borceloneta management. Our responsibility is to express an opinion on the Mufiicipaliry of
Bdrcelonela compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standatds; the
standards applicable to financial audits contained in Govemmental Auditing Standards, issued by the

Comptroller General of the United States; and OMB Circular A- I 33, Audits of States, l,ocal Governments,

,nd Non-P.ofit Organizrions. Those Standards and OMB Circular ,4.'133 require that we plan and perform

the audit to obtain rea^sonable assurance about whether noncompliance with the O?es of compliance

r€quirements referred to above that could have a direct and material effect on a major fedem, program

oc.urrd. An audit includes examining on a test basis, evidence about the Manioipalh) of Barcelofiela
compliance with those rEquirements and p€rforming such othe6 procedures as we considered necesvny in
the circumstances. We believe that our audit provides a reasonable basis for ouropinion. Our audit does not
provide a legal determin ation ol the MunbipaliE o-f Barcelonda c/)mpliaftc. with tiose r€quirements.

ln our opinion, lhe MurlicipaliE of Barcetonela coni,plid, in all material respects, with dre compliance

rcquirements referred to above that could have a dircct and material effect on each of its major f€deral
progmms for the year ended June 30, 2012. However, the rEsults of our auditing proc€dures disclos€d

instances of noncomplianc€ wilh those requi€ments, \rfiich are requircd io be r€ported in accordanc€ witi
OMB Circular ,4-133 and which are described in the accompanfng schedule of findings and questioned

costas as items 12-01.

As descriH in items I2-01 the ac.ompanying sch€dule offindings and questiotEt casts, the MunicipaliE of
Bdrcelonela did not comply with rcquirements rega.ding the criteria established by the Standards of
Financial Managem€nt Systems for Regulations for Municipal Administration and with GASB codificalions

1700, with r€quirements stated in OMB Circular A- 133. Compliance with such requirements is necessary, in

our opinion, for Municipality ofBarcelod€ta to comply with t}e requirements applicable to all programs.

fiffi:79-7&+255
F* 74T7442250

Emir: jEdei@horEit.cn

LIRE IENN'JW fi8 DE VAAX AUE, IOA B4U, PX @919
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Internal Contml over Complienc€

Management of the Mlrricipaliry of Barceloneta is responsible for establishing and maintaining effective
intemal control over compliance with the requirements of laws, regulations, contracts, and grant applicable to
federal pmgmms. In planning and performing our audit, we considered lhe M fiicipolilj o:f Barcelofieta
intemal control over compliance with requirements thal could have a dir€ct and material effect on a major
federal program to determine the auditing procedures for the purpose of expressing our opinion on

compliance and to test and report on the intremal conaol over compliance in accordanc€ with OMB Circular
,,l-133, but not for the purpos€ of expressing an opinion on the eflectiveness of inlemal control over

compliance. Accordingly, we do not express an opinion on the effectiveness of Municipality of Barceloneta
intemal control over compliance.

Our consideration of intemal control over compliance was for the limited purpose described in the preceding

paragraph and was not designed to identify all deficimcies in intemal confol over complianc€ that might be

significant deficiencies or malerial weaknesses and therefore, there con be no assurance that all deficiencies,

significart deficiencies, or rnaterial wealnesses have been identified. However, as discussed below, we
identified certain deficiencies intemal confiol over mmpliance thal we consider to be significant deficiency.

A deficiency in intemal control over compliances exists when the design or operation of a control over
complianc€ does not allow management or employees, in the normal course of performing their assigned

functions, 10 prevent or detect and correct, noncompliance such that there is a reasonable possibility that
material noncompli:ance with typ€ ofcampliance requirement ofa federal program will not b€ prevcnted or
detected and corrected, on a timely basis.

A significant deficiency in intemal control over compliance is a deficiency or a combination ofdeficiencies,
in intemal control over compliance with a type ofcompliance requirement ofa federal program that is less

s€vere than a material weal$ess in interiral control over compliance yet important enough to merit aftention

by those charged with govemance. We consider the deficiencies in intemal control over compliance

described in the accompanying schedules of findings and questioned costs as items (12_01)to be significant
deficiencics.

Municipality of BarEeloneta response to the findings identified in our audit is described in the

accompanying schedule of findings and questioned coss. We did not audit Municipality of Barceloneta
response and, accordingly, we express no opinion on the response.

This report is intended solely for the infonnation and use of management of the Honorable Mqior and the

Mttnicipal Assenbly ol the Nlluni.ipality of Barcelonete, federal awarding agencies, and pass-thmugh

entities and is not intended to be and should not be used by anyone otier than thes€ sp€cified parties-

*p#-^fu,r'u
Lic.#2214 \ 

(

March 23- 2013
Toa Baja Puerto Rico

SlmpNo.26697ll ofPuerto Rico Sociel-! ofCertified Public

Llc.4 7214



MUTUCIPALITY OF BARCEIDICETA, PUERTO RICO

SCHEDULE OF EXPEIIDITURES OF FEDERAJ, AWARDS

FOR THE FISCAL YEAR EI{DED TIUXE 30, 2012

lj€derrlGranlor/P.s$throurhcra"lorProcnmTitle

U.S. Deprrtmeri of Housins and Urbrn Developmetrt
Passcd-lhrcugh Slale Comm issioner of Municipal Affai.s

Commu,iry Plan.ing and Developmcnt
Commu.il) Delelopment Block Grant (Slz1e Program)

CDBG

Dir€cl P.ogmm:

ARRA - Honeless Preiention & Ripid Re-Housing Program
Section 8- Housing Choice Vouche.

Total U.S. Depa(meni ofHousing rod UrbaD Developm.nt

U.S. Deprnmenr ofHerkh atrd Humrn Senices:
Administration ibr children and familics

D;ed P.ogram.

Earl) rlead Slan

Passed-through the Commonu€alth ofPueno Rico Govemors OfIlcc lbr the:

Carc and lntc8ral Dc\elopme.t ofChild.enl

ARRA Head Start - Stinrlus
ARRA Child Ca.e DevelopDetrt Blo.kGraDt

Passedlhrough thc Commonqcalth ot Pue.to Rico Govemors Ofiice for the:

Administration on AginS

Spec;al Progra lor thc AginE - Tillc lll, Pan B Gmnt ibr
Supponi!e Sen.ice md Senior Cenrcr

lolal l i. Depirlmetrt ofHerlrh snd Humrn Seni(.

U.S. Depanmenr of Junice

Ofilce of.lu!enile Juslice and Delinqucnq Prc\cnlion
Passed-through - Commonrvcahh of P.R.

ollice ofYouih A1tui6. Go!€rno6 oftlce
Edward B)me MemorialJustice Assistance Grant

Total U.S. DeFrtm€trt of Justiee

U.S. Depanmcnl of Aqriculture:

Plsscd-ilrrough thc Commonweakh ofP.R. Go\ emors Oilice lbr th€;

D.parimcnl of Education

Child Care Iood Pmgram

Child Car€ Devetopmenl Food Pro$am

Earl) Child Care Food Program

Total [i.S. Depa.tmeri of Ag.iculture

ll.S. Depa.lmenl of I mnsrpnation Iiederal Iiansil Admin;strution

lcdrml Irds'r - CcprLzl ln\e\rmenr cElr\
ARR{ Federrl IraDs rormul. GEris

Pass.'d-through thc Coomonlvealth ofP.R. Govemo6 Otiice of
Pue.lo Rico lmfllc SaleB Commission

Slate and Communit) Ilighsa) Safel)

Totrl U.S. D.parlmert of Trarsportrlion [eder.l Transit Administmtiotr

t4 22*

t4-257

14.871

93_600

93.600

93.708

93.713

1.429,071

71.172

785.934

2007 to20l0

RQ-'16-v-05.1-002/001

2.286-119

02-cH-9892,03 1.076.948

9i.01.1

02,cH-0481 2.883.016

t,996
378,684

3.263.696

17.292

4.4t7,936

10.558

10.558

10.558

20.500

20.507

N/A

N/A

N/A

20.600

2009,su-tl9-00i1 ,1.390

s 7,782,65:t

226.67 t

21.5t38

63.741

.l12.000

476-406

225..+35

60.308

762-149

TOT \L E\PI\DI tI RT FTDI K \I T\\ 1RDs

See notes to lhe schedule ot oe€nditures of federal awa.ds.
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iIInIICIPAJ,ITY OF BARCEI.ONEf,A, PI'ERTO RICO
IYOTETT TO TIIE SCEEDI]LEOF EXPEITDM'RES OE' FEDERAL FIITAIICIAL AWARDS

FOR THE I.nTCAL YEAR E!aDED .rrrNE 30, 2Or2

(I) GENERAL

The accompanying schedule ofexpenditures of federal awards includes the fedeml grant activity of
Municipality of Barceloneta, Puerto Rico and is presented on the modified accrual basis of
accounting. The reporting entity is defined in Note I to the financial statements ofthe Municipaliry.
The information in this scbedule 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

CFDA Number(s

14.87 t

93.600

Nrme of Federal Progrrm or Cluster

Section 8 - Housing Choice Voucher
Head Start
Early Head Start

11.228 Community Developm€nt Block Grant (State Proqram)
20.500 Federal Transit- Capital Investment Grant
1,t.257 ARRA - Homeless Prevention and Rapid Re.Housing Program
20.s07 ARRA - Federal Transit- Formula Grants
93.7r3 ARRA - Child Care D€veloDment Block GIant

(3) FEDERAI- CFDA NUMBER

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

(4) RELATIONSHIP TO CENERAL PURPOSE FINANCIAL STATEMENTS

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

FederalPrograms
ExDenditules $ 2-286.179 $ 4.417.936 $ 1.078.539 s 7,782,654

State & Nlunicipa
Expenditures 6.3'16.893 6,376,893

TOTAL $ 2,286,179 $ ,t,4r7,936 s 7,.155,432
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MITIICIPAIITY OF BARCEI.ONETA
SCHEDI'LE OF FINDINGS AND QIJESTIONED COSTST

FOR TEE YEAR ENDED JIJNE 30, 2012

SECTION I _ SUMMARY OF AUDITOR'S Rf,SULTS
Part I - Financial Stete ents

1.T)pe ofauditor's report issued:

.i. lntemal control over financial reporting:

Material rveakness (es) identified?
Signifi cant defi ciency(s) identifi ed not considered
to be material weaknesses?

k.Noncompliance material to fi nancial statements noted?

Part II - Federal Awards

1-lntemal control over major programs:

Material weakness (es) identified?
Signillcant deficiency(s) identified rot

Considered being material weaknesses?

2.Type ofauditofs repon issued on compliance
fo. major programs

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

Dollar threshold used to distinguish
Between l-Ype A and type B P.ograms

Auditee qualified as low-risk audit

B Financial Statemenls Findings

Unqualified

Yes X No

Yes X No

Yes X No

_Yes X No

Yes X No

Unqualified

Yes X No

$ 300,000

_X Yes No

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

C Federal Awmd Findings and Ouestioned Costs

Federal Program lnformation

)l



MT'MCIPAIITY OF BARCEI.ONETA
SCHEDI'LE OI. FIIIDINGS AND QI'ESITIOITED COSTS

FOR THE TEAR ENDED JI'NE 30, 2012

Ref. No. Questioned Cost

t 2-01 Statcment of Condition and Criteria

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

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

Effect
The lack ofdeficiency in the financial management svstems does not permit the
Municipality:

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

provisions.

Auditors Recommendation
The Municipality should revise and evaluate in a monthly basis revenues and
disbursements to adjust disbursements to the revenues receipts to comply wirh
the Standards of Financial Management Systems for Regulations for Municipal
Administration; and with GASB codifications 1700 with requirements stated in
OMB Circular 4-133. lmplement measurcs to reduce the Municipal deficit.
Evaluate the impact in the revenues of the change in construction ta\ and the
increase ofthe real and personal laxes. Evaluate the impact in the disbursement
to approve only necessary professional services and consolidate sewices.

MunicioaliO' Resoonse
The Municipality management took serious and radical measures to minimize the
impact ofthis condition and exp€cts to correct them in the near future.

ProgBm: Accounting rnd Fina[ce Department
General Fund - Delicit
Yesr ended June30,2012

Finding / Noncompliance

-0-
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Program

MI'MCIPATITY OF BARCEI.ONETA
SU iIARY SCSEDI'LT OF PRIOR AI'DIT tr'INDINGSI

FOR TIIE YTAR ENDED JI'NE 30, 2012

Findinp/Comoliance

2011 FindingNo. l: Accounting and Finance Depanment
Ceneral Fund Deficit
Year ended June 30, 2011

(This space was intentionally Ieft in blank)

Still prevail
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6obierno flunitipst !e Bsreloneta
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CORRECTIVE ACTION PLA.IT
YEAR EITDED JUIrE 3O,2At2

(corTrrnlE,

Ref. No. Findipq rcorective Action
201 I -01 Planned/Person Resoonsibler

Statemetrl of Condition:
The Gtrral Fund is trot cornplyitrg wilh budget balarces
atrd crileri8 esrablisbed by the SIaldatds of Fiir.ocial

YglS....,i Systea for Regutatiors for MuDicipal
AdrTiDistratioo, with GASB codifieation 1700, with
F,equirenienls srated i, OMB Circular 4-133 anj wirh
Budger requirements ofMuaicipel Law Duiubel gl of
August 30, l99l as annedded.

Conective Action Plarued:
The Finaice Director will establish adeqrale pmc€dure to
perDit the Fepamtio! ofreliable hrdSet and comply i+ith
a.ll staadards, le{uirements and la',! tbat apply.

Anticipaled
Completiod Date

On or bdore
crd of20l2-13

fiscat )e3r

Petson Resoonsible: , ^ /
il#fffi". /* , (/
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