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SantaFe
ASSOCIATES INIEKNXTIOAAI

INOEPENDENT AUDITOrc REPORT

To the Honorable l{ayor

And Municjpal Leqistature

Municipatity of Barcetoneta

Bar.eloneta. Puerto Rico

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financiaI statements of the governmental adivities' the business-

tpe actinites, the aggreiate discretety presented component units' each major fund and the

"'qgr"gut" "rrulnirg 
frnd i;formation of the i4unicipatity of Barcetoneta' as of and foI the vear ended

:rn" io, zofs, and the retated notes to the financial statements' which cotLectivety comprise the

l,lunicipatity of Barcetoneta's basic financiaL staternents as listed in the tabte of contents'

MANAGEMENTS RESPONSIBIUTY FOR THE FINAI'/OAL STATEI'IENTS

Management is responsibte for the preparation and fair presentation of these financial statements jn

accor;ance with accounting principtes generatty accepted in the United States of Amenca; thjs inctudes

the design, imptementatio;, and maintenance of the interna[ cofltrol retevant to the preparation and

fair pre;ntation of financial statemeats that are free from material misstatements' whether due to

fraud or erIor.

AUDITOtrS RE5POI.ISIB]UTY

our responsibitity is to express opinions on these financiat statements based on our audit We

conducted our audit in accordance with audihng standards generalty accepted in the tlnited States of

Amenca and the standards appticabte to financiaI audits contained in Governnent Auditing Standards'

issued by the Comptrolter General of the Unjted States Those stafldards require that we ptan and

perform ihe audit to obtajn reasonabte assurance about whether the financiaI statements are free from

materiaI misstatements.

An audit invotves peforming procedures to obtain audit evidence about the amounts and disctosures in

the financiat statements. The procedures se[ected depend on the audito/s judgment, inctuding the

assessment of the risks of matenat misstatement of the financiaI statements' whether due to fraud or

error. In makinq those rjsk assessments, the auditor considers internal control retevant to the entitys

pr"pa,rtio, anif"i, presentation of the financiat statements in order to design audit procedures that

are appropr;ate jn the circumstances, but no for the purpose of expressing an opinion on the
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eff€ctlveness of the entity's internol control. Accordingly, lis er?ress no such oPinion' An oudit olso

i""[ai. 
"r"f""ti"" 

if," 
"pp'roprioteness 

oF accounting policies used ond.the ressonobleness of significont

;;;t;;-";i;;. mlie'by .onoge'ent, os wji os evol,oling the overoll Presenidtion of the

linonciolstotements.

lre believe thoi the oudit evidence ue hove obtolned is sufficient ond oPProPriofe to Provide o bosis For

our opinion.

oPlNtoils

ln our oDrnion. the Finonciol stotements refer.ed to obove Presenl Foirly' in oll moteriol resPecls' the

::;.t';; a,;.""i"i oosition ot the 4overnmentol octivities, eoch moior fund' ond the oggregole

.""i"1^i". r,"JI"i"..i"iion of the Mun;cipolilv of Borceloneto, os oF June 30, 2013' and the resPective

.iiir"" j" ir1".ri ,""ition, ona ,here oPPlicoble, cosh flows thereof Fot the yeor ihen ended in

occo;donce with occo;nting PrinciPles gen€rolly occePie/ in the United Stdtes of Americo'

OTHTR MATTERS

Pe4u i red S upp lem e nla ry h forn o li on

accouniino DrinciDl€s oenerdllv occePted in the United Stoted ofAmerico re4uireihotthe monogement's

;;;;:;r;;;i;,I;t:i' ;"a ui,ag"t,i.y comPorison rnFormotion.on Poses 4-13 ond :e.,be Prese-nted to

suoDlement the bosic finonciol srotem'ents. 
'Such in'ormotron, olihough not o Port ol'lhe bdsic Finonciol

;;i;;il. ;;;;; tthe Governmenrol Accountlns Stondords Boord' vrho considers it to be on

;;;;il;i il;rrl";;.fi reportinq for procing the losic rinonc'or stotements in on oPProPriote

il1i"r,."fi"..t"".1c. 
"i 

tristoicot cJnrert.' we h;ve oPPlied cerioin limited Procedlres to the rcquircl

ffi;;;i;;;i"i;;;;iion in occoraonce ,ith ouditing siondords senerol sccePted in the llniied Srotes

"i'ir"."i. ,(l"i """t'tiJ oF inquiries of monogemen-t obor:t the methods of P'ePoring the informotlon

and comoorrna lhe informotion for consistency;ith monogemenfs responses io ou' inqu'ries' ihe bosic

;,;;;;i ',"li;"i; ";J 
orhe. tnowtease'we obtoin; durins our oudit of rhe bosic finonclol

stdtements we oo not erpress on oprnron" or provide ony os""Jnce on lhe ilformdtion b€coose the

i',liJ p."""ari* a" 
"o i.oria" ,.' "itr' suliicienr e"iience to exPress on oPinion or Provide onv

Our dldit wos conducted For the PurPose oF Forming oPinions on the finonciol stotements thot
IJr..tr,.r, "".rii"" ihe Municipolir; o'c Bo.celoneto's basic Finonciol slotements' The inlroduclory

-.i1"". .irli"i^" ond individ;l nonmqlor fund finonciol stotements ond stotisticol section' ore

;;";-i;; ;;".";;. "i oJJitionor oi'orvsis and ore not o requied Porr or the bosic rinonciol

!ri",""ir. 
-irL 

r'"i]J,re oi erpenaitures'ot feaerot owo.ds is presentet For purposes oF oddif,onol

.""r,.i'-"" ."ri."a bv US. offite of Monogement ond Budget iirculor A-133' Audit of Stotes' Local

;,1;;;;;':;;7;; i"orii o,s-;*tani o"d is olso nol o rcqJied Pon oF the bdsic Finoncior
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The combining and individuaI nonmajor fund financia[ statements and the schedule of expenditures of
federal awards are the responsibiUty of management and were derjved from and retated djrectly to the

undertying ac.ountrng and other records used to prepare the basic financjaI statements. Such

information has been subjected to the auditing procedures applied in the audit of the basjc financial
statements and certain additjonal procedures, inctuding comparing and reconciUng such information

directty to the undertying accounting and other records used to prepare the basic financial statements

or the basic financial statements themsetves, and other additional procedures in accordance with
auditjng standards generalty accepted in the Unjted States of America. In our opinion, the combining

and individuat nonmajor fund financiaI statemeits and the scheduLe of expenditures of federaI awards

are fairty stated in atl material respects in relation to the basic financial ttatements as a whote.

0ther Reporting Required by Govemment Auditing Standards

In accordance wilh Governnent Auditing Standards, we have aGo issued our report dated l4arch 28,

2014, on our consideration of the lvlunicipatity of garceloneta's internaI controI over financia[ reporting

and on our tests of its cornpliance with certain provisjons of [aws, regulations, contracts, and grant

agreements and, other matters. The purpo,e of that report is to descrjbe the scope of our testing of

internat controt over financial reportjng or on compuance. That report is an integral part of an audit
performed jn accordance v/ith Governnent Auditing Standards \n considering the lvlunicipatity of
Barcetoneta's internal control over financiaI reporting and comptiance.

@*"/ San Juan, Puerto Rico

March 28, 2074

AOVANCED CPA, LLC

Certifi ed Pubtic Accountants
(of Puerto Rico)

?rxpires December 1, 2016

Stamp E91466 ofthe P.R. Sodew of
Certified Public Accountants has been

affixed to the file copv ofthis reporl.
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MANAGEUEIIT'S DISCUSSION AND ANALYSIS

The Management's Discussion and Analysis (MD&A) of lhe Commonwealth of Pueno Rico,

Municipality of Barceloneta (lhe Municipality) financial performance provides an overview of
the Municipality's financial activities for the fiscal year ended June 30,2013. The MD & A
should be read it in conjunction with the tmnsmittal letter on page 13 and the MuniciPalily's
financial statements, which begin on page 14. The discussion and analysis includes comparative

data for prior year as this information is available for the fiscal year ended June 30, 2013. This

MD & A is prepared in order to comply with such pronouncement and, to provide the financial

statements users with major information.

This Management's Discussion and Analysis (MD&A) is prepared as a result of the

requirements of CASB 34, and it has been designed accordingly with the following goals:

a. Assist the reader in focusing on significant financial issued,

b. Provide an overview ofthe Municipaliiy's financial activity,
c. Identify changes in the Municipality's financial position (its ability to address the next

and subsequent year challenges),

d. Identify any material deviations from ihe financial plan (the approved budget), and

e. Identify individual fund issues or concems.

Fundamentals of Financial Statements Pr€sentalion

The new approach on ihe preparation of the Municipality's financial statemenls emphasize on a

govemmenl wide (consolidated) view of its financial operations. Nevertheless major individual

funds are presented and evaluated in all of its details. Simultaneous implemeniation of both of
these perspectives allows users to address relevant quesdons about the municipality's
performance and provides a basis for comparisons ald evaluation of services' qualify.

Because of the implementation of these new reporing standards, much of the information will
not be easily comparable with prior year. However in fulure years, comparisons will be more

meaningful and wilt provide a better understanding of the municipality's financial position and

results of its opemtions.

Ceneral Fund

In spite of the difficult economic situation during fiscal year 2012 2013 and the budgetary deficit
that the island of Puerto Rico has run through, our administration has worked very responsibly

by paying aitention to most urgent requests but wirhout overlooking what is important and

necessary. To that effect we have promoted and completed several projects related to permanent

improvements in various areas that will provide qualify facilities to the citizens of lhe

Municipality.
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COMMONWEALTII OF PT'ERTO RICO
IIUNICIPALITY Or. BARCELONETA

MANAGEMENT'S DISCUSSION AND ANALYSIS

The property tax revenue rcpresems 24Ea of total revenues of the municipality during the lasl

rlveleais. itre Municipal Rivenue Collection Center (CRIM) of the Commonwealth of Pueno

Rico is responsible foi the assessment of all real and personal property tocated within the

Municipality of Barceloneta and for the levy' administration and collection of the corresponding

taxes,

However. we deal with a deficit situation in the general fund of approximately $4 8 million al

June 30,2013. The decrease in the deficit during fiscal yeat 2012-2013 is dLre mainly to

Municipal tax that was realized as needed. Constructions projects in our Municipality have not

been accomplished due to local banks inability to finance projects due to econom-ic.hardships ln

uaaition, on" industry company did not obtain their expected volume of business and'

accordingly, this affecred our revenue estimates. Therefore, we expect that during fiscal year

2012,20ii the construction Projects receive final endonement fiom the appropriate authorities

and, accordingly, our Muni;ip;liry's Management will continue correcting lhe deficit in the

general fund with 2012-2013 revenue sources.

FINANCIAL IIIGHLIGHTS

> The Net posilion of the Municipality exceeded its tiabilities at ihe close of the cunent

fiscal yeai by $35 million nel position decreased by $3 5 million when compared with

prior year.

> Revenues were $l million more than lasl year; expenses were $3 5 million less than last

year as reponed in the Statement ofActivities

) The Municipality had repo(ed in the General Fund a deficiency of revenues over

expenditures amounting to $4.8 mitlion in the accompanying statement of revenues'

expenditures and changes in fund halances.

> Loans principal payments were $3 5 million during fiscal year 2012-13, new bond issue

were $i.5 million, for public improvement, infrastructure, and motor vehicles

> The actual revenues were $9'12,397 and the expenditures were $1'140'622 creating an

excess of $108,305 over lhe revenues in the Budgetary Schedule mainly due to

unfavorable variances in revenues' (Intergovemmental revenues and other rcvenues)'

> The Municipality Sovernment fund reported combined ending fund balances of $2 2

million in the accompanying statement of revenues. expenditures and changes in fund

balances,

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

amounting to $4.8 million-

-5-



COMMONWEALTH Or. PUERTO RICO
MUNICIPALITY Or. BARCELONETA

MANAGEMENT'S DISCUSSION AND ANAIYSIS

Find cial Statefients ComPonents

The basic financial statements consist of Sovemment wide financial statements, the major

individual funds ilnancial stalements and notes to the financial sBtements that provide more

details.

Govemmental-wide financial statements - The govemment_wide financial statements which

Ggin on page 14 of this report are designed ro provide users with a broad overview of the

Minicipality;s finances, in a manner similar to a private-secior business. The Sovemment wide

statements provide shon and long-term information about the municipality's status as a whole'

The Staiement of Net position reflecls information of lhe Municipality as whole. Increase or

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

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

accrual basis of accounting, which is similar to the accounting used by mosl private sector

companies. Accrual of ihe cuflen! year revenues and expenses arc taken into account regardless

of when cash is received or paid.

The Statement of Aclivities is focused on both gross and net cost of the various aclivities' which

are supported by the Municipality's propeny tax, municipal licenses tax and other revenues lt is
intendid to summarize and simplify the user's analysis of the costs of governmental services'

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

alisposal, community services, and Seneral administration. Property tax, municipal license tax'

state and federal appropdations finance most of the services.

The Statement of Net position and the stalemenl of activities' on page 14-15 reports the

Municipality net position and changes in them. One can analyze of the Municipality's net

position, as the difference between assets, liabilities and deferred inflows or resources, as one

way to measure the Municipality's financial posilion. The increases or decreases in the

Municipality's net position are one of Ihe indicators of whelher its financial health is improvinS

or deteiiorating. However, other non-financial factors should be considered, such as changes in

the Municipality's property tax base, and the condition of roads, to assess the overall health of
the Municipality's of Barceloneta.

A fund is a grouping of related accounN lhat is used to maintain coDtrol over resources that have

been segregated for specific activities or objectives. The Major Govemmental Funds presentation

provides detailed information about the most siBnificant funds, not the Municipality as a whole'

ihe Municipality uses fund accounting !o ensure and demonstrate compliance wilh financial

related legal requirements. The Municipality's basic services are reponed in govemmental

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

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

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

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

6



COMMONWEALTH OT' PI'ERTO RTCO
MI'NICIPALITY OF BARCELONETA

MANAGEMENT'S DISCUSSION AND ANALYSIS

the Municipality general govemmental operations and the basic services it provides.
Governmental funds information help you determine whether there are more or fewer financial
resources that can be spend in the near future to finance Municipality programs. We describe the
relationship between govemmental activities and governmental funds in reconciliation besides
the fund financial statements.

Analysis

The notes provide additional information that is essential to a full understanding oflhe data
provided in the government-wide and fund financial statements.

Infrasttucture Assets

The Municipality implemented the major model ponions ofGASB statement 34 during the prior
years. Historically, the governmental larger group of assets have not been reported nor
depreciated in governmental financial statements. The new statement required thal this asset be
valuated and repo(ed within the Covemmental column ofthe Covemmental Wide Statement.

Additionally, the government must elect to either depreciate these assets over their estimated
useful life or develop a system of assets managemeni designated to main6in the service
delivered potentially to near perpetuity. If the govemment develops the assets management
system, which periodically, by category, measures and demonstrate its maintenance of locally
established level ofservices standards, the govemment may record its cost ofmaintenance in lieu
of depreciation. The information about the condition and maintenance of condition of the
govemment infrastructure assets should assist financial statements users in evaluating a local
govemment and its performance over time.

Government-Wide Finarcial Atralysis
Statement of Net Position

The Statement ofNet Position reports information ofthe municipality as a whole. Increase or
decrease ofnet position may serve as an indicator ofwhether municipality's financial position is
improving or deteriorating. In the cas€ ofthe Municipality primary government assets exceeded
liabilities by $3.5 million at the close ofthe recent fiscal year compared to $38.6 million at the
end of previous year, as rcstated and showed in the following condensed statement of net
position ofthe primary govemment.

-7-



COMMOI'IWEAITH OF PUERTO RICO
MT'NICIPALITY OT BARCELOI{ETA

MANAGEMENT'S DISCUSSION AND ANALYSIS

Stiitemenls of N€! Positior
As ofJuneJ0,2013 and 2012

l0l J lutl
Curr.ntand orhcr asels s 19.8 t t.201 s r9.0?6.3 t I s 7Er.E90

94_l4 t.l?1 9.r.ll5.356 206.0r8

1.t,152,515

Crrenr and orh€r liabilni.s ,257.? r4 6. t0l.l2 ? 5.r 51.592
60,990.0!? 60.1t9.737 650.180
i2.rt1.1al 6o,l,l !,85') 5,a0'r,8rl
6.8{5.{5r

ln\cncd in crDital.setr 56.052,5U8 r l l-508
1.54J_?29 6.160-937 r2.lrl5.:08)
1.52-1.197 l_,1tl,8tt 75 t.183

{l t,604.r t6 1.5.1l,i?i

The increase of $3.5 million in current net position was mainly due to decrease in liabilides of
other funds; current liabitities were, The capital asseB net decrease by 5.0 million. At fte salne

time creaied an increased in the net iove$ed in capital asser by $206.018. Long-teIm liabilities
increased by 55.8 millioo are reflected principally in lhe accouns payable.

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

6./10/20 t1 % 6it0.2012 Ch.nge

l.and s 1,430,622 80,,0 $ 7,1E9,187 8"10 s 21r,4jj
Construction in DrogrEss 28.262.816 300h 27.081.326 19,.,0 I. r?9,510

Blildins and imDroYements. ne1 45.225.058 480h 45.62E,090 (401.032)

ln li"slructure 6.917,098 101; 7.0i5. r48 70h ( l r8,050)

EquipmenL ner 4.02t.755 4,.r71.319 5% (449.594)

2,174.005 3o,to 2,728.256 3'/' i?54.25t)

Torsl Nel Crpilal Asset s 91JlrJ71 s 91,t35,356 s r96,0t8

The net building improvements nel rcpresenl J9% and 48olo oftolal assel and nel capital assels

respeclivel)'. Construction in progress rcpresents 24o% of total assct and 30olo and nel capital

asset. The building and improvements incrcase by $403.032 v,rhen comparE to prior year-
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COMUONWEALTR OF PIJERTO RICO
MI'IUCIPALITY OF BARCELONETA

MAI{ACEMEI{T'S DISCUSSIOX AITD ANALYSIS

The Jblloving rellecls the cow)ensetl Srulenent of'Acti'ilies oflhe Primory Oo|ernmehl:

Statements of Activities
For the ycar endcd June 30, 2013 and 2012

Changes in Net Position

2011 ,012 Changes

s 9.865.085 $ l0,16l.?85 $ (196.700)

Folume of Bisiness Tax r0.027.791 7.116.164 2,i H.027 I09/o

Intergovemmerol revenue 6,138,184 6.85?.914 (5r9,750) -t!%

Renl 1.316,378 t,i99,198 (262.820) ,t6%

lnlercsl 210,074 401,817 t 9t.743) -413%

Olher reYenue 625.101 657.638 (l:.515) -5o/o

Mrniciptlsal.s la\ 1.819.676 4,4 ,818 127.858 l0%

CaDilalgranl l,561.117 l. t85.l0i (621,968) -294/o

Operating granl i.6r:.110 5.217,821 111.283

J0.{15,6.1{i 1S.169.981 5lI 3v"

E\pendilures
6en€ral governmenl t;,612.806 15,404..186 2.i0u.Jlu 140/,

4o/o126.019
Public safety j,l8l,l51 3.057,335

l'ublic !\ ok 9,776,49t 7.5i I,J?5 2,22i,0r0 29va

lle.lth I.915.192 l.9r 5,192 OYo

f .lucarion ana rrrin,ng {,r40,955 1,270,6r1 870.113 21oh

Cukure and tecrealion 3,604,754 1,032.065 (427,31l) -ll9o

Other expenditures l.i I 8,6?9 666.178 852,301 I289',0

iir-c rest ar d fi sca I c har ges 2._i.l6.1I I 2,6t9,871 (81.550) -1%

Charges for serYices (271,468) (3i 8,91.1) 67.446 -:0%

IolalErpendhures 44,0t7,088 t8,t78,501 5,838.587 ti%

s I.l9l,18ll s (.r,792,930) -1O2"/"



COMMONtrIEALTH OI. PUERTO RICO
MUNICIPALITY OF BARCELONETA

MANAGEMENT'S DISCUSSION AND ANALYSIS

The Statemen! of Activities reflecis for fiscal year 2013, the net effect of revenues derived from
several programs plus currenl operating revenues. Total revenues compared io the total expenses,

amounted to decrease of $4.? million in the Municipality's nel position. Approximately 257. of
the Municipalily's total revenue came from laxes, while l87o resulted from Federal grants and

157. resulted from [nlergovernmental Revenues. The Municipalily's expenses cover a range of
services like health, public safety, sanitation, recreation and sports, education, housing.
imnspofiation, welfare, construction and improvements. The largest expenses were for general

govemmenl public works, education and training and culture and recreation. With this analysis,

the readers have comparative information wifi the percenlage of change in revenues and

expenses from prior year to current year,

A brief review of the Statements of Activilies of the Municipality at June 30, 2013, shows that
toral expenses incurred to afford the cost of all functions and programs amounted to $44 million.
Upon examining the sources of revenues for the financing of the programs, lhe Stalement reflects
the following; $271,468 for charges for se ice, $5.6 million from operating grants and

contributions; and $l-5 million from capital grants and contributions obtained from other
sources. General revenues for the year amounled to $33.2 million. Expenses decreased by S4.7

million.
FINANCIAL ANALYISIS OF THE GOVERMENTAL FUNDS

Thefollowing reflects the condensed Balance Sheet of the Governmental Funds:

Governmental Funds
Balance Sheets

June 30. 2013 and 2012

2013 2ut2

$ 2.621.149 s ?.50?,431 $ (4.880,2841

9,988,90.1 r0.595,195
9.ll r,512 2.266.226 6.8,18.286

$ 21J30,565 $ 20,36Efs4 $ 1361,711

Liabilities and Fund Bal&ce

Accountspayable dd due 10

5 t2,666,608 $ 9,r80.415 $ 3,486,193 38L
Defered infl ows olresources 6,8,r5..151 9.611,965 (2,E32.5 r.1)

19.512.059 18.858.t80 $ 653,679 1'ti

2_218,106 1,5r0,,174 ,0?,812

'folal liabiliaies od Fund Bdad.es $ 2rJ3O,36s $ 20,36E,65:l s 1361,srr
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF BARCELONETA

MANAGEMENT'S DISCUSSION AND ANAIYSIS

Assets

2013 20L2

20L2

Liabilities and fund balanc€

The Govemmental Fund Financial Statemenls is another important component of the
Municipality's financial statements. A fund is a grouping of relaled accounts used to maintain
accountabilily and controls over economic resources of the Municipality that have been

segregated for specific activities. The Municipal fund lype of accounting is used to demonsrale
compliance with related legal requirements. Information offered through this Statement is limited
to the Municipality most significant funds and is panicularly related to the local governmeDt only
instead of the govemment as a whole. Covemment funds are used to account for essentially the
same funciions as those reported as governmental aciivities.

During 2013 rhe municipality had $9.9million of cash restricted, in the bond issued fund $1.9
million and in the debt service was obligated by $7.8 million. Cash for fie amounl of $2.6
million is obligated for Special Revenue FuDd and accounts payable. The accounts payable
increased by 53.4 million. Deferred inflow ofresources decreased by $2.8 approximately.

r
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CO}IMOITWEALTH OF PI'ERTO RICO
ItrUMCIPALITY OF BARCEI.O!{ETA

MANAGEIIEITT'S DISCUSSION A"}ID ANALYSIS

StrtemeDts or Revelue$, Expenditures and Changes in Fund Balances
Year Ended June 30,2013 and 2012

Ihe most significant cllanges ofthis statement were as follows:

. Revenues frorn propen), ta\ decreased by $396.700 due to a decrease in property tax
collection. The decrease in lntergovernnrental revenues of 5519.750 was the resull of
increase in funds received from central govemnlent. Revenue from volume business tax
declaration were reduced by $2.3 million when compared \iith prior year, reflected in
sales reponed in ihe municipal tax declaratior\ was rcduced approximarely by 15% in

any !&\payer, the sales for Prime Outlet increased by 8 percenl but the indusuies thal
reflecl an increase in exempl sales (sales outside the United Stales ofAmerica) present a

decrease of 20yo of the tax paid which is 30olo of tax paid. Other revenues decrease by
S53{.544. principally for e\entual income.

. Expenditues increased by approximately $1.5 million refleoed by increases mainly in
generai govemment and public works'expendilures while capital outla-vs decreased by
approximately $3.5 million as compared to fte prior year.

10,,l 10tl
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MANAGEMENT'S DISCUSSTON AND ANAIYSIS

Economic Factors and Next Year Budget

The Municipality is a political legal entity with full legislative and administrative powers in

every area of the municipal Sovemment, with pemetual existence and legal personality, separate

and independent from the cenlral Sovemmental of Pueno Rico. The Municipal Govemment

comprisei the executive and legislative branches. The Mayor exercises the executive power and

the Municipal Legislature, which has I3members, exercises lhe legislalive power.

The Municipalily relies primarily on property and municipal ta,\es as well as federal and state

grants to carry oul the govemmental activities Federal and State Srant revenues may vary if new

!.urt. u." oruilubl". Those factors were considered when preparing the Municipaliiy's budget for

the fiscal year 2013 2014.

The Budget for Revenues and expenditures were $317 million for the Seneral fund' total

revenues decreased $942,397 when comparing the budgeted revenues wilh the actual revenue'

The other revenues decrease by $l million. The actual expenditures were $l million less than

budgeted expenditures. General Govemment reflected a decrease of $527,338 and Culture and

Recreation i decrease of $105,492 when compares Budget Expenditures with actual

expenditures. Excess ofrevenues under expenditures reflect over of S108,305'

The Municipalily provides a full range of services including public works, education Public

safety, pubiic housinS, health, community developmenl' culture' recreation and other

administrative services. The Municipality's principal sources of revenues are prope(y taxes'

municipal license taxes, contributions by lhe state govemment and federal Sranls.

The Municipality's managemenl is committed to a continued improvement in the confection of a

budget that wills response to the need of the public and private sectors in accordance with its

permissible revenues levels. Such has been the case of the financial operation corresponding to

iscal year 2013. It fu(her contemplales to improve hs current figure of net position ' which has

been identihed as one of the main short and long{erm objectives of the Municipality'

Contacting the Municipatity's Financial Management

The Municipalily's financial statements ale designed to present users with geneml overview of
fie Munici;ality's finances. If you have quesions about the repon or need addilional financial

information, contact the Municipaliry's Director of Finance.

F;nance Director. PO Box 2049, Barceloneta Puerto Rico,006l7. Telephone (787) 846-5618

Fax: (787) 846-2009

-13,



COMMONWEALTII OF PUERTO RICO
MI'I{ICIPALITY OI' BARCELONETA

STATEMENT OF NET POSITION
JUNE 30, 2013

ASSETS
Governmentsl

Activiti€s

Cash and investments

Cash with fiscal agent

Accounts receivable from govemment

Ac.ounts receivable (Volume of business taxes)

Other accounts receivable

Accounts receivable from govemment

Capiaal Assets. net of accumulated dcprcciation

Total assets

LIABILITIEES. DEFFERED INFLOWS OF RESOURCES AND NET POSITON

Liabilities:
Accounts payable and accrued liabilities

Due to govemment entities

Non-cu(ent liabilities:

Due within one year

Duc in morc than onc ycar

Total liabilities

DEFERRED INFLOWS OP RESOURCES

Advance receipts of volume of business taxes

Federal Funds

Net Position

2,626,149

9,988.904

320.858

285.823

89.467

6,500.000

94,34t.3',71

$ r14,rs2,s75

3,934,O99

1,180,596

2,150,630

3,792,389

60,990,0r7

72,211,131

6,802.415

43.036

Invested in capital assets

Rcstricrcd for:

Debt serli(e
Capital proje.t activity

Unresrricted (deficit)

Total Net Posilion
Total Liabilities and Net Position

S?e atcompan!in8 otes to bdsi< frnantial natements.

6.845,451

56,052,508

5,259,558

|,8r0,368
(28,063,041)

35,059,393

- 14-

$ 114,152,575
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COMMOITWE,AITH Or' PUERTO RICO
MUNICIPALITY Otr' BARCEI,ONE"TA

RECONCILIATION OF TIIE STATEMENT OF REVENUES,
E:XPENDITURES, AND CHANGES IN FI'I{D BALIIIICES OF

GOVERNMENTAL FT'NDS TO TIIE STATEMENT OT ACTIVITIES
IEAR' ENDID JI'NE 30, 2013

Net change in fund balance - total govemmental funds

Amounts reported for governmental activities in the slatement ofactivities
are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement ofactivities the cost ofthose assets is allocated
over their estimaled useful lives and reponed as deprecialion expense.

Expenditures for capital assers

Less: currenl year depreciation

The issuance oflong.term debt (e.9., bonds, leases) prcvides current
financial resources to govemmental funds, while the repa,,rnent ofthe
principal oflong-term debt consumes the current fmancial resources

ofgovemmenlal funds. Neither lransaction, however, has any effect
on net assets.

Net bond issued deb(

Principal payments

Nel bond issucd dcbt

Change in net position of govemmental activities

Sce ut romptnying notes to batit linancial ttat?mentr.

3,203,188
(2,949,286\

( 1,s47,384)

3,504,000
(6,500,000)

$ 708,032

253,902

(1,s43,381)

_q_!$11!E

-t8,



COII/IMONVIEA'TH OT PUERTO RICO
MUIYICIPA'ITY OF BARCEI,ONETA

BUDGETARY COMPARISON SCHEDULE . GEI{ERAL I'I'ND (BUDGET BASIS)
FOR TTiE FISCAL YEAa' EI{DED JI'ITE 30, 2013

R.EVI'NUES:

[-'j---Tlt---------""H1
I r,.r ll ru"r*o,trer I

401,613

9.961,488

5.443,706

418,534

1t5.472
2l I,002

3,815,,r92

3,891,824
157.761

6.152.1:l:l

volume olBusines Taxes
Inlergo\cmmcntal revenues

Licenses, pernits and fines

Reit olpropenies

Municipal Sales Tax
Mu.icipal developmenr iund

Orher nn.ncial sources

EIEENDUUBES:

Gencnl Golemmcnt

Culture and Recrearioi

Transfer out to debt scruce

40l,6ll
9.867,119

5,661,532

386,500
100,000

215.000

4,887,326

3,700.000
140.000

6,3s2,112

,101,613

9,86r.I9
5,661.512

386_500

r oo,cuo
215.000

,1,887,326

3,700.000
140,000

6.152,:ll2

94.169
(211.826)

32.034

15.172
(3.998)

(1,07t,814)
l9l,824

11.161

I
s 31,?r 1,622

r2,679,84r
3.379.406

8.412_050

I,148,888

3.989,r?6
1.087,035

1,0r5.226

$ ll,?l1.622

13,,119,185

3,099.272

8.080.928
1,1,18,888

1,707,295

r,240.828
r.0r5,226

s 10,769,225

12,891,847

3.038.5.{6

7,E87.4,13

1,148,888

3,60r,801
1.05r,229
1,0.1r,16,1

5 19.12,1911

527,338

60,126

r93.485

105,492

r89.599

-!------4gros

$ 30.769.225

(3,500,000)

924,310
(1.041-16'1)

s l1,ll1,6:l s t1,i 11,622

Exccs of rcvcnucs ov.r (uder) erpenditrres

Explanation of dililrenes:
SourceYi.fl ows oi resouds:

Aclullamunts (bud8etarybasi, avaihble for apprcpriaiion lrom $e
budeer-y compuiso! schcdule

Diferences - budgel to CAAP:
Transfes lrcm orher lunds aE inflows olbudgerary resources bur are not

revenues ld fi nmcial repoainS purposes

Rcvcnu.s for linancial eporring purpces
Tra.sler oul lo debt seryre

Total revenues as repo.ted on the sretement of re*aue, erpenditure, and
changg in fund b8larces

Aclual amounls (budgetary basi, '\oral ch ges to appropnarions" from th.
bud8ettuy compdison schedule

Differences - budget to CAAP:
Non budgeled expenditur.s
T.ansfer from general tund for budgetary puQoses only

Apprcpdarions lor budgered purposes only

Tot.l eipenditures as .eporled on thc stitemnl oI rev.nue, expenditur*
and change in fund balaoces

S?e d..onpah\in( nokt tu basi. fnan.tut loknerB

$ 27.152.41r

$ 30,660.920

1,484,666
( 1,041,164)

(,109.9r r)

@
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COMMONWEALTII OF PI'ERTO RICO
MUNICIPAIITY OF BARCTLONE"IA

NOTTS TO F.INANCIAL STATEMENTS
JUNE 30, 2013

GENERAL ORGANIZATION

The Municipality of Barceloneta (The Municipality) was founded in 1881. The governmental
system of the Municipality is composed of the executive and legislative bodies- The Mayor is the

Chief Execulive Officer and is elected every four years in the geneml elections of Pueno Rico.
The legislative body consists of thineen (13) assemblymen also elecied in the general elections of
Pueno Rico for a four-year period.

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

sports, education, housing, lransportation, welfare, constnrction and/or improvements of
highways and streets, and other general and adminisffative services.

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

accepted accounting principles (GAAP) as applicable to governmental entities. The
Governmental Accounting Standards Board (GASB) is the primary standard-setling body for
establishing govemmental accounting and financial reporting principles. The GASB periodically
updates its existing Covemmental Accounling and Financial Reporting slandards, which along
with subsequen! GASB Pronouncement (Statements and Interpretations,) constitute GAAP for
govemmental units. A summary of the Municipality's significant accouniing policies
consislently applied in the preparation ofthe accompanying basic financial statements follows:

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Bspgr!i!g-E4!!v

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

legal entities for which the Municipality is financially accountable or for which exclusion
would leave lhe financial statemenls misleading or incompleie.

In June 1999, the GASB issued Statement No. 34 Baric Financial Statements and
Ma ogemenl Discussion and Analysis for State and Local Governments. Tlis Slatement
establishes new financial reporting requirements for state and local govemmeots. [t requires

new information and reslructures much of the information lhat govemments have reported in
the past. Comparability with repons issued in prior years is affected. tn June 2001, ihe GASB
issued Sta@ment No. 37 Basic Financial Statements and Manaqemenl Discussion and AnalJsis

ftir Stute and Locul Gowrnments Omnibus, which in part addressed the Management
Discussion and Analysis (MD&A) requirements, ProSram Revenue Classifications and Major
Fund criteria requirements in rhe reporting model in Statement No. 34. The Municipality
implemented statement No. 37 for lhe fiscai year ended June 30, 2003.

-20-



COMMOIVWEALTH OF PUERTO RICO
MT'ITICIPALITY OF BARCELONETA

NOTES TO FINANCIAI STATEMENTS
JUNE 30, 2013

r. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

b. Financial Reportinq Entitv

The accompanying basic financial statements include all depanments. agencies and

municipal entities thar: (l ) are under the legal and administrative control of the Mayor, and

(2) whose funds are under lhe legal custody and control of the Municipality's Director of
Finance, as prescribed by Law No. 81 of August 30, 1991, as amended. known as lhe
Autonomous Municipalities Acl of the Commonweabh of Puerto Rico. The Municipality's
managemenl has considered all potential component units for which it may the flnancially
accountable and other legally separale organizations for which the nature and significance
of their relarionship with the Municipality's may be such that exclusion of fteir financial
statements from those of the Municipality would cause the Municipality's basic financial
statemenls to be misleading or incomplete according to GASB Statemenl No. 61, - Iie
Financial Reporting Entit, (Omnibus and amerulment to GASB No- 14) and GASB

Stdtement No. 31).

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

govemmental, not-for-profit, or profiForienled) for which in may be financially
accountable. and other leSally separate organizations for which the Municipality is not
financially accountable but the nature and significance of their relationship with the

Municipality may be such that exclusion of their basic financial stalemenls from those of
the Municipality would cause the accompanying basic financial statements to be

misleading or incomplete.

Th€ Mudcipality's management has concluded thal, based on the aforcmentioned criteria,
there are no legally separate entities or organizations that should be reported as component
units of the Municipality as of June 30, 2013 nor for lhe year then ended.

c.@

The basic financial statements include both govemment-wide and fund financial
statements. While the previous model emphasized fund iypes (the total of all funds of a

particular type), in the new reporting model the focus is on major individual funds (within
the fund financial statements). Both the governmenFwide and fund financial statements

categorize activities as govemmental activities. In the govemmeot-wide Statement of Nel
position the govemmental activities (a) are presented on a consolidaled basis in one
column, and (b) are reflected, on a full accrual, economic resource basis, which
incorporates long-term assets and rcceivables as well as long term debt and oblrgations.

-21-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY Or' BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

The Govemment-wide Statement of Activities reflects both the gross and ne! cost per

functional category. The Stalement of Activilies reduces gross expenses (inciuding
depreciation) by related operating grants and conribulions- The operating grants include
operating-specifi c grants.

This govemment wide focus is more on lhe sustainability of the Municipality's as an

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

fiscal period.

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

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

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

demonsffate legal and covenant compliance, (b) demonstrate the sources and use of liquid
resources, and (c) demonstrate how the Municipality actual experience conforms to the

budget or fiscal plan. Since the govemmental fund statemen(s are presented on a different
measurement focus and basis of accounting than the Sovemment-wide statements, a

reconciliation is presented on the fund statement, which briefly explains the adjustmenis

necessary to transform the fund based financial statements into the govemmental column of
the govemmenl-wide presentation.

d. Basis of Presentation

The new model as defined in Slalement No. 3,1 establishes criteria (percentage of the

assets, liabilities, revenues or expenditurevexpenses of either fund category or the
govemmental and enterprise combined) for lhe delermination or major funds. The
Municipality repons the following major funds on Fund Financial Statements:

QrlrIgLElU! - A\ways a major fund. The general fund is the main operating fund of the
Municipality. It is used to account for all financial resources except those required to be

accounted for in another fund,

Bond Issue Fund - Bond Issue fund is used !o account for the proceeds of specific revenue
sources tha! are legally restricted Io expenditures for specified purposes.



COMMONWEALTH OT PI'ERTO RICO
MUNICIPALITY Or' BARCELONETA

NOTES TO TINANCIAL STATEMENTS
JUNE 30, 2013

t. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

HUD Proprams Fund This fund accounts for rcvenues souces for the development of
viable urban communities, decent housing suilable living environment, rental assistance Io
help very low-income families afford decent, safe and sanitary housing by encouraging
propefly owners to rehabililate substandard housing and lease the units wi$ rental
subsidies !o low income families.

Debt Service F nd Debt service fund is used to account for the accumulation of resources

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

Special Reven e Fund Head Start -The special revenue fund of Head SIart is a major fund
used by the Municipality to account for revenues derived from the granl that is legally
restricted by oulside parlies for use on specific purpose. The uses and Iimitations of this
ievenue fund are specified by municipal ordinances of federal and state statutes.

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

general fund are repo(ed in the Municipality's general fund provided lhat all applicable
legal requirements are appropriately satisfied. In this case. a special revenue fund to
account for such kind oftransactions will be used only if legally mandaled.

Orhet Funds (non maior funds) Special revenue funds are used to account for the
proceeds of specific revenues sources that are legally restricted to €xpenditures for
specified purposes. Capital projects fund 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.

e' Ees!!-s[4srsc4,i!g-

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

considered Io be a separate accounting entity. Th€ Municipality has crealed various types of
funds. Each fund is accounted for by a separate se! of self-balancing accounts, which include
its assets, liabilities, fund balances, and revenues and expenditures/expenses, as applicable.
The individual funds account for the govemmental resources allocated 10 the Municipality
fbr the purpose of carrying on specific activities in accordance with laws, regulations, or
other reslrictions,

-23



COMMONWEAITII OF PI]ERTO RICO
MUNICIPALITY OF BARCELONTTA

NOTES TO NNANCIAL STATEMENTS
JUNE 30, 2Ol3

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Measurement Focus, Basis of Accountir,g and Finoncial Stalefient presenlation

Govenment-wide Financial Statements - The govemment wide financial sialements are

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

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

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

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

from g&nts is recognized in lhe fiscal year in which all eliSibilily requiremenrq h,ve heen

satisfied.

Governmental Funds Financial Statemenls Govemmental funds are rcported using the

current financial resources measurement focus and the modified accrual basis of accounting

Under this method, revenues ar€ recognized when measurable and available- "Available"
means collectible within the current period or 90 days after the end of the period to use them

to pay liabilities of the current period. Miscellaneous rcvenues arc recorded when collected.

Revenues collected in advance of the fiscal year to which they apply are recorded as deferred

revenues and recognized as revenues in the year to which they apply Expendilures are

generally recognized when the related fund liabitity is incurred. General capital asset

acquisitions are reported as expenditures in governmental funds.

Go\)ernmental Funtl Twes/Gowmmental Aclivilies - Govemmental funds are those through

which most govemmental functions of the Municipality are financed. The acquisition, use,

and balances of the Municipality's expendable financial resources and the related Iiabilities
are accounted for through govemmental funds. The measurement focus is upon

determination ofchanges in financial position, rather than upon net income determination.

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

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

(interest) are recorded as eamed since they are measurable and available.

The pdncipal revenues sources considered susceptible to accrual include propeny taxes,

municipal license taxes. intergovemmental grants and contributions, interest on deposits' and

cenain charges for services. These principal revenue sources meet both measurability and

availabilily criteria in lhe accompanying GFFS, except for amounts recorded as deferred
inflows of resources.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

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

are recorded in a similar manner !o the GWFS, using the previously discussed criteria sel
fo(h by GASB No. 33 for non-exchange transactions, but subject to and limiled by the
availability criteria discussed above. Accordingly, propeny tax and municipal license tax
rcceivables are also generally recorded in lhe fiscal year when an enforceable legal claim
has arisen while propeny lax a8d muoicipal license lax revenues (nel of amounts considered

Dot collectible) are also generally recorded in the fiscal year when rcsources are rcquired to
be used for the first fiscal year that the use of ihe rcsources is permitled. Receivables and

revenues from federal and state grants and contributions, donations and entitlements are also
generally recorded when all eligibilily requirements imposed by the provider have been met
(generally, as qualifying reimbursable expenditures are incurred for expenditure-driven
gmnts).

Interests on deposits are recorded when earned since lhese revenues are considered both
mea\urable and a\ ailable at June 30. 2011

f, Budsetarv Control

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

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

budgel for the fiscal year commencing the following July Is!. The proposed budgel
includes estimated expenditures and their financing sources.

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

(3) Prior to Juty I st. the annual budget is legally enacted through passage of the annual

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

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

The budget is prepared following the modified accrual basis of accounting except for the
encumbrances. as described below:

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

changes in Fund Balances-Budget and Actual-General Fund, are reflected in conformity
with the budgelary accounting of the Municipality for a better comparison with the budget
information.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Amendments to the budget, and budgetary transfers related to personal expendifures. require

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

next fiscal year.

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

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

enhance comparability. The principal differences are as followst

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

rcservarions of fund balance under $e GAAP basis.
(2) The propeny tax advances are presented as reveoue in the budgetary basis and as other

financing sources in the GAAP basis.
(3) The Municipality rcceives certain revenues as cootributions from govemmental

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

related expenditures.
(4) Cenain debt issuance to acquire personal property is reflecled in the general fund and

is restricted for lhat purpose.

The Municipality has not Iegally adopted a budget for the Special Revenue and Capital

Prcjects Funds. Accordingly, it has not presented an annual comparison of budget and actual

for these major funds.

[,eeal Compliance

Article ?.003, Law No- 8l of August 31, 1991, amended require thal Mayor provide to
Municipal Legislature an annual balanced budget indicating: l) interest, amonization and

retirement public debt, 2) statutory obliSations, 3) judicial claims paymenls, 4) any amounl to

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

interest and principal debt amortization, CRIM provides annual esiimated resources that will
be obtained of additional special propeny tax (municipal) collections. The Municipality's
managemen! shows budgetary financial statements in general and debt service funds in

compliance with state law and which are based in annual activity The legal level ofbudgetary
conrml is at the individual department level for general fund (Mayor and Legislature funds)

expenditures, and annual principal and interest due for debt service fund.
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l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

g. Deposits

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

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 interesl-bearing deposits.

Generally, cash is deposited in interest-bearing bank accounts- lnvesiment earnings are

credited to the respective fund.Investments consist of shon-term certificates and are stated

ar cost. \rhich approximales fair value.

h. lnventories

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

other iEms. The cost of purchases is recorded as expenditures and the invenlory is nor

recorded in the basis financial statements since amount is insignificant.

i. Capital Assets

Fund Financial State ents

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

Cowrnnent Wide Financial Stotements

Purchased capital assels are recorded at cost. Donated capital assets are recorded al their
estimated fair value as of the time they are received by th€ Municipality and are

capitalized in the Statemen! of net position . Major renewals and betlerment are capitalized:
replacement, maintenance and repairs, which do not improve or extend the life of the
rerpecLive a.iels. are charSed lo operations.

Deprecialion is provided over the estimated useful life of the respective assets on straight-
line basis.

j. vacation and Sick Leave alld Other ComDensated Absences

Municipal employees are granted 30 days of vacation and 18 days of sick leave annually.
Vacation leave may be accumulated up to a maximum of 60 days and sick leave up to a

maximlrm of 90 days. In the even! of employee resignation, the employee is paid for
accumulated vacalion days up to the maximum allowed. Separation from employment
prior to use of all or part of the sick leave terminates all rights for compensation, except for
employees with ten years or more of service who are entitled Io sick leave pay 1() the
maximum allowed. The Municipality is required to pay excess sick leave over 90 days on

or before March 31 of the accumulated excess at December 31, of prior year. Employees'
maximum allowed accumulated vacation, with the employer's share of payroll taxes, is

accounled for in the Statement ofNet Position.
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1. SUMMARY OF SIGNII'ICANT ACCOUNTING POLICIES (Continuation)

k. Insurance

The Municipality has insurance coverage for its public facilities and equipment,
primarily to provide protection in case ofdisasler and other losses. Also, principal officials
of the Municipality are covered under various surely bonds. The Secretary of the

Department of the Treasury of the Commonwealth of Pueno Rico is the designated agency

to oblain the necessary insurance coverage for the Municipality'

l. Restricted Assets

Investments and Ce rtificales

Certain proceeds of the Municipalitv revenue bonds as well as certain resources set aside

for their repayment are classified as restricted assets on the balance sheet because their use

is limited by applicable bond covenants. The "revenue bond" maintenance account is used

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

The "revenue bond fund accounc' is used lo segregate resources accumulated for debt

service payments over the next twelve months. The "Debi Service Account" is used lo
rcport resources set aside to make up potential future deficiencies in the "revenue bond

fund account",

Cash with fiscal aeent

The cash with fiscal agent pertaining to the debt service tepresents property tax collections

retained by the Govemment Development Bank for Puerto Rico and another financial
institution restricted for the payment of Municipality's debt service (See Note 2) and

unused proceeds from bonds and notes issued principally for the acquisitjon or

construction of permanent improvements are accounted in the capital project fund. In debl

service fund are unsecured and collateralized, as no collateral is required by Sovemmental
banks-

m. EsslEclsrse

During year ended June 30,2013, the Municipality implemented GASB Statement No.

54, Fund Balance Reporring and Covemmental Type Definitions ("GASB 54") The

objective of GASB 54 is to enhance the usefulness of fund balance information by
providing clearer fund balance classifications that can be more consistently applied and by
clarifying fie existing govemmental fund type definitions. GASB 54 establishes fund
balance classificadons that comprise a hierarchy based primarily on the extent lo which a

govemment is bound lo observe constraints imposed upon the use of the resources

reponed in the govemmental funds. The implemenlaiion of this s[atement had no impacl

on lhe total fund balances for the Municipality's govemmental funds.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

The Municipatry classifies govemmental fund balances as follows:

> Nonspendable- includes amounts thal inherently cannot be spent either because ii is

not in speodable form (i.e., prepaid, inventories, long-term ponions of loans receivable,
etc.) or because of legal or contractual requirements (i.e., principal of an endowment,
etc.).

> Restricted includes amounts that are constrained by specific Purposes which are

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

or contdbuiions through agreements. (c) credilors through debt covenants or other

contracts, or (d) imposed by law through constitu[ional provisions or enabling
legislation.

> Committed - includes amounts thal are cons[ained for specific purposes that are

intemally imposed by the govemment thtough formal actions made by the
Municipatity's Iegislative body, which is the highes! level of decision making
authority, before the end of the reponing period. Those committed amounts cannot be

used for any other purpose unless the govemmenl removes or changes the specified use

by mking the same t)?e of action it employed to previously commit those amounts.

> Assigned - includes amounts that are inlended to be used for specific purposes that are

neither consider restticted nor committed; in addition, such assignments are made

before the repon issuance dare.

> Unassigned - include amounts that do not qualify 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 nol been restricted,

committed, or assigned to specific purposes wilhin the General Fund. The Ceneral
Fund should be the only fund that reports a positive unassigned fund balance amount-

ln other govemment funds, if expenditures incurred for specific purposes exceeded lhe

amounts that are restricted, commilted, or assigned to those purposes, it may be

necessary to rcport a oegative unassigned fund balance.

> Encumbrances - Encumbrances should not be displayed as a separaie classification of
fund balance on the face of lhe balance sheet, For govemments that use encumbrance

accountinB, significant encumbrances should be disclosed in the notes to fie financial
statements by maior funds and non-major funds in the aggregate in conjunction with
required disclosures about other significant commitments.

The Municipality generally uses rcsfficted amounts first when both restricted and

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

legal documenrs, contracts, or agreements that prohibit doing such. Additionally, the
Municipality generally would first use committed, then assigned, and lastly unassiSned

amounts of unrestncted fund balance when expenditures are made,
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

n. glellqq-e4d,lcggllgl$

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

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

Statement ofNel Position. (See noles contingencies)

o. U!9-sf..ESEe!es

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingenl assets and liabililies at the

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

the reporting period. Actual results could differ from those estimates.

p. Totals Column (Memorandum Onlv) Gov€rnmental Funds Statement

The total dala under this column is presented only to facililale financial analysis. Data in
these columns do not present financial position or results of operations in conformity with
generally accepted accounting principles. Such data is not comparable to a consolidation,

since Interfund eliminations have not been made.

2. PROPERTY TAXES

The Municipal Revenue Collection Center (CRM) of the Commonwealth of Pueno Rico is

responsible by Iaw for the assessment of all real and personal property located within the

Municipality of Barceloneta and for the levy, administration and collection of all real and

personal propeny taxes.

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

value existing ia the year 1957 and of personal propeny al lhe current value at the date of the

assessment.

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

January following the assessmen! date. Personal property laxes are self assessed and are due

in May 15, when the property tax retum is required to be filed.

The tax rate per annum is 10.337. for real property and 8-337. for personal property of which

3.837. and 1.8370, respeclively, belongs lo &e Commonwealth ofPueno Rico and 4.2574 of
both percents belong to the Municipality. From the po(ion belonging to the Municipality,
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37o represents the Municipality's basic rate, which is appropriated for general purposes and,

thercfore, accounted for throuSh the general fund. The remaining ponion belonging to the
Municipality of 1.2570 represents the "ad-valorem" tax withheld by the CRIM as fiscal

agent, and r€stricted for debt service, which is accounted for through the debt service fund
(see note 2). The Municipality has reached the maximum slatutory tax rale limit for lhe

basic tax while there is no limitation for the ad-valorem tax rate.

Complete real property tax exemption is granted by lhe Commonwealth of Puerto Rico on

the first $15,000 of the assessed valuation of owner occupied residential units. However' the

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

than $3,500, on which a complete exemption is Sranted. Veterans have additional exemption

from taxes of $5,000 of lhe assessed value of real propeny. The Department of Treasury

inslead of the propeny laxpayer became the source of payment in these cases.

Complete exemption from personal taxes up to an assessment of $50,000 is granled 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 collecled in the fiscal year- The basic tax is
advanced to the Municipality during such fiscal year. [1 is the Practice to amortize these

advances through the subsequent collection by the CRIM of the basic tax from the taxpayers.

The basic propeny tax advances from the CRIM are recorded in the Seoeral fund as other

financing sources- As this tax is collected and reponed by the CRIM' it is recorded in the

general fund as revenue. The propeny tax received from lhe Depanmenl of Treasury' which

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

revenue in the Seneral fund.

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

CRIM, the Municipalily recoSoized as an expenditure the operational expenses allocated by

the CRIM to the Municipality, which amounted to $306,177 during 2013.

The following is a summary of lhe property tax advances that resulted in an accounts

payable, for the year ended June 30, 2013. The resulting payable is ptesented as a decrease in

the general fund and the Govemment Wide Financial Staiements.

Account parable

Amortization through collections of property taxes by the CRIM
0?-0I - 12 - 06-30-r 3 $ 8,982,092

Advance received. 07-01- 12 - 06-30-13 (9,55.t,619)

Due to CRM - 2013 $ (572,s27 )
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3. DEPOSITS

The Municipality's cash and investments at June 30' 2013' were entirely covered by the

;;;;;;ilr;t"t"r'i"turance corporation bv collaterat provided bv lhe bank\ and held bv the

Denanment ol lhe Trea\ury p""uunt 
'o 

aiplicable lar'rt and regula(ion\'. Ca'h \'\ilh fi'cal

I"J,iJil 
'.","*'"" 

'";;;;;';;;;;c 
u""ount' in the Government Developmenr Bank for

i"r."o n"o una lt aoffalerized by the Commonweallh oI Pueno Rlco'

4. CONCENTRATION OF CREDIT RISK

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

guu.un,".a ty rhe federai govemment or the Commonwealth of Puerto Rico' The

Municipality is also allowed to lnvest in bank acceptances' other bank obligadons and

..aii."I". 
"'r 

iw".ri rn financial institutions aulhorized to do business under the lederal and

Corrrmon*"uttt, iu*s. Ouring the year, the Municipality invested its funds in interest-bearing

i-i'"...rr*, 
".a 

,r,"rt+er-m cenificates of deposit if due dare is not more than 90 days' the

certificate considered as cash equivalents'

Custodial Credit Risk

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

.i.t, uJfo,"ig" 
"*.lrunge 

exposure of deposits and investments of lhe Municipality at June

30,2013:

Creditrisk-Thisistheriskthatanissuerorothercounterpafiytoaninrestmeniwillnot
fulfill its obligations. In compliance with the taws and regulations of the Commonweahh of

ilr"*-i;.., ii,. r.a r ri"ipaliri has adopted as its cu stod iat c red it ri sk poltcy ',the" Statement of

i^i"r*-irr"t:l**, cuideliies 1or the MuniciPalities oJ the Commonwealrh of Puerto Rico

ir"i"aiiln" c.t"rr ent Development Bankj'or Puerro Rico' Accordingly the Municipalily

isonlvallowedtornvestinobligatlonsoflheCommonweallhofPuertoRico'obligationsof
,"n""uii, Js,*. 

"r 
emerica, ce-nificates of deposit, commercial paper, bankers' acceptances

"r-r"-p".f. 
.i"Ufrg"ti"ns of the Municipalilies'of?ueno Rico' whiclr al:-manaced by GDB

;";;idfi ; th" iforementioned investmenr Suidelines' the Municipahry is. not allowed to

invesi in marketable securities or any orher tfue of in vestmenl s 
-(debt 

secunlies) for which

;;;;;;i;;;;"J.. mav be significant Con"iquentlv ar June J0' 2013 and-for the fiscal

,.ll',r,." *i.a. the N"iunicipiliry invested onil in cenillcate' of dee-o:ir-rlr commercial

ir"i.. "i,,.ir "," r"'rred b1 tie Federal Deposit insurance Corporalion rFD lC 
'' 

generally up

to-" -u*i.r. of $250'00d per deposilor' No investments ln debt ol equity securities were

Irrua"-Jrfi it. n*a year ended iune 30, 2013 Therefore' the Municipality's management

ir*..*iri"a that the credit risk relaled to any possible loss relared to defaults bv

"".."..iuit*1. 
* tf,e Municipality's deposits is considered low at June 30' 2013'

-32-



COMMOIWEALTII OF PUERTO RICO

MUITICIPALITY OF BARCELONE-TA
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2013

Interest rate risk - This is the risk that changes ln interest rares of debl in'r'eslmenls will

"irt...i, "ii."i 
,rr" fair value of an investment' The Municipatrry *"1"c:']i: ex-posure to

a""fir".'i, i"" values by: (I) not including debt or equity investmenls-in its invesiments

;;i;i'";, JLrne 10,201j, (2) timiring r}e weighted arerage matLrrit) of il\ inve'rmenls in

i".,r,."- .ii"*.ii" p"l"a' 
"r,r,-,tt 

montli' or les' and t3l keeprnS moct of ir\ hanks

i""".i" *a ce(rficates of deposit in interest bearing accounts generating 
_ 

rnterest at

;;;;h" ;.k;i;"i"4 as required bv rhe srae ment ctf (lnifurm Investment Guidelinei for the

'irr*liipiiti,i"' 
"f,n" 

c"mninwealri of Pueno Rico' issued by the Government DeveLopment'iili-r|, p;r""i nx" tthe adopted policv of the Municipalirv)' At June 30' 2ol3' the interest

i". iJ 
""".i"r"a 

*iih trre liunicipatiry's cash and cash equivalenl is considered low since

;;;;;J;;"i poftfolio of Ihe uunicifalitv consists of cenificates of deposit and do not

t;;;;" il; .".u.iti". o. unv typ" oi in'"ttt"nts thai could be affected by ch'nge\ in

interest rates,

Custodial credit risk - [n the case of depolrls thrs is lhe risk that rn the evenl of a bank

mifr.", ,t. Municipality's deposits may not be recovered Pursuant lo the Statement of

Investment GuideLines for the Government of the Common\reahh of Puerlt' Rtco' the balances

Jip".i"a i, "o-."r"iur 
banls by the Municipality are insured by-the Federal Deposit

inir."r"" i..p"r",io" (FDIC)' generally up lo a maximum of s250'000 per.depositor' In

"aafi.r, 
p"uir. runas aepoiiteo in commercial banks by the Municjpality are fully

""["i..alj"a 
for the amounts deposited in excess of the federal depository insurance. All

,"""*i". pf"ag.a as collateral are held in the Municipalily's name by the agents of the

Co,naon*.olti'. Secrelary of Treasury' Deposiis of GDB are uninsured and

"n".iiuio.fir"a. 
H"rever,io losses related to defauhs by GDB on deposir rransactions have

i""n i""r..a ty the Municipality tkough June 30. 20t3 It is managemenfs policy to only

.JJ"'a.p".iL in t"nks af;lia;ed to FbIC to minimize the custodial credit risk' except for

GDB.

Therefore, lhe Municipality's m,magement has concluded ftat a! June 30' 2013 the

".rioiia "."ai, 
risk associated with the Municipality,s cash and cash equivalents is

considered low.

Foreign exchange risk -This is the risk that changes in exchange-rates will adversely affect

,f, ,iir" .f an- investment or a deposil. According to the aforementioned. investmenl

gria.ii*.,lo"p"a by the Municipaliry, the Municipality is prevented. from investing in

foreisn securities or any other types of investmenis for which foreign exchange risk

:;;;:;;;;; u. .,cnil,.unt Aciordingll. manaBement ha' concluded thar the foreign

"-it "^e. 
iiti -1"'"dio lhe Municiprlit) t deposrls is consideled low at June l0 20 Il'
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5. llUlilClPAL LICEn-SE TAXES (continuation)

Tlrr, deferred rcfcnue ol lhe general tund correspond to the business tax lelied reccived lionl

thc ne\l fiscal Year.

Ih( n)inilnunr gross rc'venue lo tlle the Volume of BusiDess Tax Dcclaration is 55_000 and the

riri"l,,, i"- piy"Ul" is S25. 'fhe dale to file the Volume olBusiness Tax Declaralion is April

ii.-:r:i"' ilr"ilipaitl' Brants a 5% discounl. if the ra\es arc paid on or belbre April 15'

Lirhcr\\isc. 50u,i, of taxis palable nrust be paid $ilhin the firsl I5 da1's ol each sctnesler

beginning with the firs1 semester ending December i l '

The Ntunicipality recognized an accounl rcceivable lbr the eslimarcd municipal licensc Bxes

ro bc collecierl during ihe first two months of next year, but corn:sponding lo current ], ear'

Itr*i.ifui rl."n.. t*is collected prior to June 30' 2013 bul p€rtaining Io the nexl fiscal vear is

rccorded as deferrcd revenues.

6. I \TI]RFI]ND 'TR]\NSACTIONS

Interlund rcctivables and Payables generally reflecl lEmpomry loans'-billings for services

;;;;id; -;;;;r".y of eipenditurei. The ualaoces of intemal transactions ofJune 30' 2013

are as followsi

Fo! the most part, the effect of inter-fund activity has been removed tom the Statement of Nel

Position (Covernment Wide Financial Statemeols)'

This s pac e int en tional lY

left blank

ther Funds {Fr-rnd Financial Sratemcnt

Duc To

6t9,302

1,300,0620iher Funds
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MUNICIPALITY OT BARCELONETA

NOTES TO FINANCIAL STATEMENTS
wNE 30' 2013

7. IN'I'ERCOVERNMEN'TAL REVENUES

'I_he sources of inlergo\emnlenul revenuc consisl prirnarilv ol So\emmenlal paynlents t'ronr

the Commonucalth 
-oJ 

Pueno Rico alld in lieu of lax" pa)menls from ct(ain "quasipublic '

corpomliotts. such as lhe Pueno Rico Eleclric Powcr Authoril)"

Crun(sant]sLrbsidiesreceivedfromtheCommon\realthofPuertoRicoinclude.amonEolhcrs'
a geneml subsidl lbr capilal improlemcnts. Alnrost all ihese inlcr-lovcrnnlcnlal rc\/enucs arc

irccounted tor iI lhc Scneral lund.

It. Dt.I TO GOVERNNTEN'TAL ENTITIES

i\s olJunc 10. 20ll balances due to govemmenul enlities of tlle general lund consins of lhc

lbllo\in8:

Th it space intent i o nal lY

lefi blank

Name

I\c(o Rico Retiremcnl
640,1226eneral Administration Services

Pueflo l{ico Depanment of I-abor 15,1.216

Puerto Rico Water and Server Audlori
Puerto Rico Emnlorec Asociation

Pueno Rico De partrn ent ofTre
512.52'7Municipal Revenuc Collection Center
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NOTES TO T'INANCIAL STATEMENTS
JUNE 30' 2013

9. CAPITAL ASSETS

Include lhose changes pursuanl lo the implementation of GASB Slalement No 34 follows'

Land and construction in progress are not subject to depreciation.

Capital assets activity for the year ended June 30' 2013 was as follows:

Relirements

Balance and transfers Balanie

Govemmental activitie s: --!Pg)L- Additions dispoliions 12BlnO13

Capial assets, not beiry depreciaied:

Land $ 7,189,18? $ 241.435 $ $ 7A30622

Consfuction in progress 27,084,326 L1785I0 - 2A2A'$6

Total capital assets not being depreciated 14,273511 I,419.946 - 35'693y'59

Capital asets, being depreciated

BuiHings and building improvements 59716,431 638,292 ' gJ'354123

tniiaestructure 16,115949 - 16'115949

vehicles '7'912,826 955.316 ll'398 8'856J44

Equlpmenr g,nl4g6 189,6A 37 !86 9A23'644

Total;apital assets being depreciaied 93'616.'702 l:183242 48 884 95'351'060

Less: accumulated depreciation for:

Buildings and building improvements 14.088341 - 1O3l'324 15'119'665

lnliaestructure 9580'801 118050 9'?98'851

Equipmenl 4 800'14? - 1,393'5li 6193 660

vehjcbs 
--1]-E1ll9- 

' 406 399 s 5m'e69

rorar accumurated depreciation 13.753.85e , .-- 4!ry- ---ryP#-
Total capiralassets being deprcciated, ner 5o,861.8-ll ' t.?81.1'12 

-=f!:TJ9--=-J99!glcovem-"otut actndt. cap{al assets, net J qaJ36J56 $ :.:or'rss 'l--292q:129- $ 94,341'374
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GovernrYEmal acdvities :

General sovcnrrEnt $ I17,813
Pubtic safery 9,1,8o8

r.a92.7't2
Cufture and recreation 3,54r

Health '766,304

klucational and training
'/ 4,O44

T.tal d.p*.irtb".-p.^. g"verffrEnaal activitbs $ 2,919,246



COMMONU/EALTII OF PI'ERTO RICO
MUNICIPALITY OF BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JI,NE 30, 2013

9. CAPITAL ASSETS (continued)

Cov€rnment wide Financial Slalements

Capital assets purchased are carried at historical cosis. Contributed assels are recorded at fair

value as of the date donaled. Additions, Irnprovements and other capiBl oudays ftat
significantly extend the useful life of an asse! are capitalized. Other costs incured for repairs

and maintenance is expensed as incurred. Depreciation on capital assets is calculated using the

straighl-line method over the following estimated useful lives:

10.

Description

Vehicles, Heavy Equipment
5-25

Fumiture and Fixture 5- r0
ComDuter and Electronic Equipment )
Buildinss 50

Infrasfiucture 60

Improvemenls 20-,10

In addition, the Municipality assigned a l07o residual value on most Capital Assets'

Fulld Financial Statements

The Municipality charged costs of capiBl outlays as expendiures cateSory in the

Govemmental Fund Financial Statements.

CHANGES LONG.TERM DEBT

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

permanent improvements and purchases of equipment. The Municipality's long-term debt

ietirements are appropriated and paid from resources accumulated in the debt service fund'

The following is a summary of Bonds outstanding al June 30' 2013:

Description

Beginning
Balance

Additions and
Adjus tments

Ending
Balance

Gereral Obligatiors Bonds $ 62,829,000 $ 2,0E0,000 $ 3.504.000 $ 61,40s,000

-37



COMMOIWEALTII OF PI'ERTO RICO
MUNICIPALITY OF. BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JrJNE 30, 2013

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

General Obligation Bonds:

D€scdption
Balance

06-30-2013

Due \rithin
One Year

series I 992, $229,0m payable in amual inslalrrEnts of $4,0m ro

$ l7,O0O und 201 6: wfth interesl of 5.75%. 5 48,UX) $ 15,fin

Series 1992. $257,000 payabh in amual i6tallrEnr of $6,m lo

SIq.om unril20lo:snn mle,e"r ol5 ?51 54_Lr(x) 17,0fi1

Series 1992, S('00,m) payabb in aDnual isialrrents oi $13,mo to

$:!l,0OO unul20to: wdn ime,erl ol <.75-,. l2:1,000 i9,000

Series i993, $2?7,000 payable in amual irEra[mnts of $6.0m lo

$.: l.0oo undl2ol6 $i$ inrerest ot 5.75%. 61l.0(xl 19.0(D

serb 1993, $833,000 payable in amual inslautrEn6 of $18,0l](1 lo

$6).Ull unrd 2ulor wlt}l inrere't oI 5 25'1. 182,0m 57.rXXl

Series 1995, $.11 l,Om payabb in amual islalrrents of $9,000 to

$2c,000 unril 20t8: wtlh m!e'esr o15.0% 130,000 23,fi]ar

Serie 1995, $66i).0m payable in annual instalrEnts of $15,00 10

$75.000 until 2013: wnh inleresr ransins fom 6. I 19. to 7.7 l%. 75,0(X) 75JlO0

se rie I 99?. 55.875.000 payable in annul iBmlrre nts of $80.m0 b
$515,0m utun 2O2l r with interesl ranging iom 4.877. to 6 75%. 3,.135.000 275.000

Series 1vr8, $ t ,380,000 payable in amul hstalrEnts of $ 15,000 ro

$120,000 until 2()22: wih inleresr rangingl@lliqlz:q1ZI&- 87o.[Xr 61,000

Senes 1998, $105,000 payabb in amual irulallnEnls of $2 0()0 (o

$7.m0 unl,l2ml sih mere\r o14.5%. 56.l1ff) 5,U10

Ser;s I99, $ 1,710.000 payable in annual imralhrE s of $65UlOto

$185,0m until 2013i with mleresl ranging from 2.?% to 7.81%. 185,0(X) I85.fiX)

Serie 2005, $10.940,000 payable in amualinsmlrrents of 5210,000 lo

$775,fi10 un il2030: wnh interest ranPris fom 4 l7% lo 5.3I%. 9.1?5.000 310,000

Serie 2m6. $3,695,m0 payable h aMul instalrEnts of $70000 Io

$265.m0 unlil 2030i with inle.€st ranginS fom 4.17% ro 5.3374 3. r00,000 105,000

Serje 2m7, $26O,UIO payable in annual instalmnls of $30,00 tJ

S5O,0OO untrl 2013r wnh inleresr ranging fom 1.937. to 7'l.. 50,0qr 50,000

Sere 2m7, $120,m) Ftyable i, annual insulrrents of $10,000 to

$t5,0OO unlil2016; wnh interesl ransins fom I.5O7. to 6 6090 60,0(x) l5(xx)

Serb 2Ur. $201o,0oo payable in amual iGtallcnls of $3o.mo lo

$ l65.Un unal 2o3l i with interest ranging from I 50% to 77. I,785,000 50,000

Serie 2fir, $5,630,fiy0 payable in annual imlalln€ s of $90,0m lo

$450,0m un1i1 203 I i with inEresr ts!c4c!4 ll9lgjlqU- ,+,995,0Cr0 l35,mo

Serie 2005, $5,5t)0,0m piyable i. amual tutallments of 20O,0OD to

$375,000 until 2022: with interest ra.gin&from l l7. 3.((r,000 325,0i)o

serie 2008. $315,00 payabb in annul inslalrEnls of $35 0m to

$55.1)00 ,nd 2014: wih i eresr rangins from 1.50U !9 lilEzl 105,0(x) 50.ulo

SUB-TOTAL $ 28,089,000 $ l,Elo,oo0
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COM OITWEALTH OF PI'ERTO RICO
MUITICIPALITY OF BARCELONETA

NOTES TO HNANCIAL STATEMENTS
JrrltE 30, 2013

CHANGES IN GENERAL LONG-TERM DEBT (continued)

General O Bonds

Description
Balanc€

0630-2013

Due within
one Year

sene 2008, $ I,840,000 payable in annual installmen$ of $70.000 to

$ 195,000 undl2022;wilh interest ranging from 1.5% to 67. 1.130,000 100,000

Serie 2008, $ I ,205,000 payable in annual installments of $20,m0 to

$105,000 until 2032; with interesl rangrng from 1.5% to 770 1,100.000 25,000

Serie 2008, $860,000 payable in annual installments of $ I 5,000 to

$70,000 unlil 2032i wrft interest mnging from 1.59o to 7.5% 785,000 10.000

Serie 2008, $3,555.000 payable in annual installmenls of $50.000 to

$300,000 undl 2032; wilh inlerest ranging from 1.53% 1o 7% 1,325,000 70,000

Serie 2010. $1,595,000 payable in annual inslallmenls of $25,000 lo

$115,000 unliI2034:with interest ranging from 590 !o 7% 1,520,000 l0.0tu

serie 2010, $ 1.827,000 payable in annual installments of $25,000 to

$ 152.000 until 2034; wilh interesl ranging frorn 5% to 6.570 i.742,000 35,000

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

$105.000 until 2016; with interest ranging from 5Eo to 6% 380.000 85,000

Serie 2010, $115,000 payable in annual installnren$ of $40,000 to

565.000 until20l6: with inleresiranging from 57o to 6% 220,000 50.000

Serie 201l. $4,900,000 payable in annual installmerls of$555,000 to

$800,000 unul 2017: \rllh rnleren rangrnS lrom 6l 3,715,000 6,15,0m

Seie 201I, $1,104,000 payable in annual installments of $15,000 10

$89,000 until2035; with interes! ranging from 69d m 7.307c 1,069,tuo 20.000

sene 20ll, $1, l8l,000payable in annual installments of$25,0001o

$ I I 6,000 umil 2030; wilh int€rest ranging from 670 to 7.5% r.126,000 30,000

S;rie 201 I . $8 I ,000 payable in annual installments of $ 10,000 to $ 16 000

until 201? i wilh inlerest ran Et ngkofi 6% lo 7% 61.000 r 0,000

Serie 2012, $740,000 payable in annual installments of$85 000 to

$ 130,U00 until 201 8; wilh interesl ranging from 670 lo 770 655,000 90.000

serie 201l, $l59.fi)0 payable in annual inslallments of$19,000 to

$30,000 until 2018i with interest ranginS fom 6% to 7% 140.000 20,000

Serie 201l, $133,000 payable in annual inslallments of $5,000 to $19.000

unlil2026; with i erest ranging fom 6% lo ?.5% 128,000 5,000

Serie ZOt t. $:SO.OOO puyaUle in annual installments of $5,m0 to $35,000

until 2036: with interesl rarl zinq fom 6qe to 7 .sqa 375,000 5,000

Serie 2012, $4,315,000 payable in annual installments of $60,000 to

$360,000 until2036: with intercs! ranging from 6% to ? 570 1,255,000 70,000

SUB"TOTAL $ 22,056,000 $ ri10,000
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COMMONWEALTII OI. PT'ERTO RICO
IIUNICIPALITY OF BARCELONETA

NOTES TO FIITANCIAL STATEUENTS
JrrNE 30, 2Ol3

Bonds:

The annul debt semice requirements |or the bonded debt outstandinS as June 30, 2013 are

Year Erding Principal Interest Total

20l4 $ 1,S50,000 $ 1,698,901 $ 3,648,901

2015 t,?20,000 1,601,002 3,321,002

2016 1,807,000 1,505.855 3,312,855

20)T 1.412,000 1,262,595 2,614,595

2018 I,244,000 1,024,587 2,268,587

Subsequent years 24,031,000 9,686,808 33,717,808

TOTAL $ 32,164,000 $ fi,n9,147 $ 48943J41

The Municipality is required lo limit the amount of general obligation debt to l0% of the

toral assessment of propirty located within the Municipality, for bonds to be repaid with the

proceeds of property tax ristricted for debt services Other obligations include compensated

absences; LIMS refinance debl, claims and judgments.

Reverlue

Description
Balance

06-30-20r3

Due $ithin
One Year

Serie 1997.400,000 payable in annual irstallmenls of $10.000 to

S40.t100 until 2016; with interest ranging from 1.53% to ?.57o s 130,000 $ 30,000

Serie 2005, 55.020,000 payable in annual innallments of$95,000

to 5180.000 until2028;with inlerestmnging from 4 5% to 6% 1,050,000 t60,000

Serie 201l. $1,510,000 payable in annual inslallments ofS25.000lo

S130.000 unlil 2031r wilh inEresl ranging from 6E to 7.57. 1,460,000 10,000

Serie 2010. $5,265,000 payable in annual installmen$ 0i.5370.000

to $720.000 unlil2019:wilh intereslranging from 57. to 6% 4,065,000 160,000

Serie 2012, $390,000 payable in annual inslallments of540'000 to

$70,000 until 2019; with int€resl ranging from 670 to 7.57. 390,000

Serie 2013. $260,000 payable in annual installments of$30.000 to

550.000 until 2019: with inlerest ranging from 670 lo 7 57c 260.000

Serie 2011, 5905.0tn payable in annualinslallments ofSl00,0001o

S160,000 unril 2019; wlrh inlerest ranging fiom 69c to 7.5% 90s,000

SUB'TOTAL $ 11,260,000 680,000$

TOTAL $ 61,40s,000 $ 3,800,000



COMMO}{WEALTH OF PUERTO RICO
MUNICIPALITY OF BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

I2. DEBT SERVICE TUND

The revenues of the debt service fund arise from the additionat propefiy tax and are

recognized when colle.ted and reponed by the CRIM (See Note 2)' The CRIM retains lhese

coll;tions for the payment of principal and interest of bonds and notes issued by the

Municipality used. Interesr income is used for the payment of inlerest or special obligaiions

no,", *d i.op.ay laxes are for the debt service requirements of lhe Seneral obligations

bonds and notes.

The Covemment Development Bank pays principal and interes! on these obligations for

Puerto Rico from funds obtained from the Following:

Propefty taxes $ 3,68s,670

Ceneral funds 592.628

SDecial funds 328,13'7

Municipal sales tax 94t,O93

TOTAL $ s,s47,s2a

Expenditares for the )'ear 20)2-20)3 were as follows:

Principal $ 3,504,000

Interesi 2,536,32r

TOTAL $ 6,040,321

13. RETIREMENT PLAN

Plan D€scriotion
n.grl-.--lur ful ,ir* employees of the Municipalily contribute to .a 

cost-sharing multiple_

e.'pioye. a.nn.a un"nt ;edrement plan' administered by the Employee' Retiremenl system

oiii"'cor"-*"n, or puerro Rico and its instrumenraliries (ERS). ERS covers all regular full

ti*" prtfia employees working for the central govemmenl' public corPorations and the

municipaUties oi euerto Rico- The system provides relirements pensions' death and disability

U"n.nt.. n"ti."aant t"nefits depend upon age at relirement and number of years of credited

.".";"e. oi."uifity retirement b;nefits are available to members for occupational and non-

occupational disatilities. Benefits vest after ten years of plan panicipation The system was

".""t'"a 
una.. Aca 447, approved on May 15, 1951, "Retiremenl Pensions' Disability and

Death Benefits", u. u..nd.d' and became effective on January 1' 1952 ERs issues a

publicly financiat repon that includes financial sBtements and required supplementary

information of the Plan, which may be obtained from the ERS at GPO Box 42005' San Juan'

Puerto Rico 00940.

-4t -



COMMONWEAI.TH OF PUERTO RICO
MI'NICIPAIITY OF BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JrrNE 30, 2013

13. R-ETIREMENT PLAN (Continuation)

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

OLD PLAN (LAW g7)

Eligibilitv Pension Benefits

Age 55 and 30 years 57c of average highest compensation
Of service during any years of credited service

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

annual retirement benefit equal a l.5Vo of the highest compensation in any 3 years of
credited service for each year of service up to 20 years, and 2qa for each year in excess of 20

yeaIs,

No benefit is payabte ifthe pafticipant receives a refund ofhis accumulated contribulions.

NEW PLAN (REFORMA 2OOO)

Under 55 and 30 years

Of service

Elisibilirv

Age 65 with 10 years

of servicc

65dl. of average highes! compensation
during any 3 years of credit service

Pension Benefits

.57. of average compensation during
the final 5 years of credited services
multiples by the numbers of years

credited service

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

Disability and death benefits are available with certain limitations and all annuilies in pay

sratus will be incrcased every three years by 37c subjec! 1o the approval by the l,egislature

of Puerto Rico.
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COMMOIWEALTII OF PI'IRTO RICO
MUNICIPAIITY OT BARCELONETA

NOTES TO FINANCIAI STATEMENTS
JI'NE 30, 2OI3

13. RETIREMENT PLAN (Continuation)

Reform 2000 is a hybrid defined contribution plan, also known as a cash balance plan.

Under this new plan, there will be a pool of pension assets, which will be invested by ERS,

together with those of the curren! defined benefil plan. Benelib at retirement age will not

be guaranteed by the Commonwealih of Pueno Rico. The anruity will be based on a

formula which assumes thai each year the employee's contribution (wiih a minimum of
8.275qa ol the employee's salary upon to a maximum of 107,) will be invested in an

account which witl either: (1) eam a fixed rate based on the two-year Constanl Maturity

Treasury Note or, (2) earn rate equal to 757. ofthe retum ofthe ERS'S investment ponfolio
(net of managemenl fees), or (3) earn a combinadon of both alternatives. Participants will
receive periodic accounl statements similar to those of defined contribution plans showinS

their accfired balances. Disabitity pensions will nol be granted under Reform 2000. The

employer's conributio1 (9.215qc of lhe efiployee's salary) will be used to fund the current

plan.

Defined Contribution Hybrid Program On April 4, 2013 the Legislature enacted Act

No. 3 which amended Act No.447 and Act. No. 305 to establish, among other things, a

deflned contribution hybrid program (the "Hybrid Program") to be administered by the

Retiremeni System. All regular employees hired for the first lime on or after July 1' 2013,

and former employees who participaled in the defined benefit pension plan and the defined

contribution plan, and were rehired on or after July 1' 2013, become memben of the

Hybrid Program as a condition to their emptoyment- In addition, employees who at June

30, 2013 werc participants of previous plans will become pan of the Defined Contribution

Hybrid Program.

Panicipants in the defined benefi! pension plan who as of June 3. 2013' were entitled to

retire ;nd receive some type of pension, may retire on any later date and will receive the

annuity corresponding to their retirement plan, as well as the annuity accrued under the

Hybrid Program. Participanls who as of June 30, 2013' have not leach the age of 58 and

completed i0 years of service or have not reach the age of 55 and completed 25 years of
service can retire depending on the new age Iimits defined by the Hybrid Program and will
receive the annuity corresponding to their retiremenl plan' as well as the annuity accrued

under the Hybrid Program.

Participants in the defined contribution plan who as ofJune 30,2013' were entitled to rctire

becausi they were 60 years of age may retire on any later date and will receive the annuity

corresponding their rctirement plan, as well as the annuity accrued under lhe Hybrid

Program. Panicipants in the Program who as of June 30,2013, have not reach the age of
60 can retire depending on the new age limits deftned by the Hybrid Program and will
receive the annuity corresponding to their retirement plan' as well as the annuity accrued

under the Hybrid Program.

-43-



COMMONUIEAI,TH OF PUERTO RICO
MUNICIPALITY OF BARCELONETA

NOTES TO rINANCIAL STATEMENTS
JUNE 30, 2013

Aci. No. 3 requires employees to contribute ten percent (107.) of their monthly gross salary

to the Hybrid Program. Employee contributions are credited to individual accounts

establishei under the Hybrid Program- In addition a mandatory contribuion equal to or

less than point twenty five percelt (.25qa\ is required for the purchase of disabilily

insurance.
The Municipality is required io contribute 12 21 5qa ol each parLicipant's gross sal ary ' The

Retirement System wili use these contributions to increase ils level of assets and to reduce

the actuarial;eficit. Beginning on July I ' 2013, and up until June 30, 2016, the employer's

contribution rate shall be annually increased by one percent (17')' Beginning July l, 2016'

and up until June 30. 2021, the employer's contribution rate that is in effecl on June 30 of

every year shall be annually increased on every successive July ls'by one point lwenty-five

percent (l.25qa).

Upon retirement, the balance in each participant's account will be used to purchase an

annuity contract, which will provide for a monthly benefit during the participanl's life In

"u.. 
of th" pensioner's deaih the designated beneficiaries will continue receiving the

monthly ben;fit until the contributions ofthe participant are completely consumed' In case

of the janicipants in active se ice a death benefit will be paid in one lump sum in cash to

the pariicipanfs beneficiaries. Participants with a balance of less than $10,000 or less than

fire years of computed services al retirement will receive a lump-sum payment ln case of

permanent disability the participants have the option of receiving a lump sum or purchasing

an annuity contract

Fundine Policv

The Act 447, as amended, is fie authorily under which obligations to contribute to the Plan

by the Plan members, employer and other contdbuting entities are esEblished or may be

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

established by the Administrator of the System. Such percenlages were no! based on

a.tuariat .tudie. as required by generally accepted accounting principles An actuarial

computation of the arlnual contribution applicable to the Municipality h-as not been

prep'ared. Accordingly, the amounts by which the actual contributions differ from the

required actuaial contributions are not known.

Conlribution Reouirements

The Municipaliry's total payroll for the fiscal year 2013 amounted to approximately $19 5

mittion. fne Puerto RicL 
'Commonwealth 

legislation requires employees to contibute

i.ii!2, of g.o." tutu.ies up to $6.600 plus 8.275% of the gross salary in excess of $6'600'

The Munic-ipality is requiied to conlibu;te 9.Z75Ea of gross salary annually during year

2012. The i4unicipality actual contribution under Act 44? and Reform 2000 during year

ended on June 30. 2013 was $34?'028 and $559,496 respectively'
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

t3. RETIREMENT PLAN (Continuation)

Actuarial Valuation

As of June 30, 2012. the ERS has an unfunded accrual liability of approximately $264

billion, representing a 9.'7o/o tunding ratio This information is not available by each

panicipating Sovemmenl agency or municipalities.

Net position of the system consists principally of investments in stocks and bonds and loans

to participants. The projected unit credit actuarial cost method was used for rhe acluarial

calculation. Significant assumptions were as follows;

a) Interest rate

b) Salary increases
c) Pre-retirement Mortality

6.4/o a year

3.lVc year
For General Employees and Mayors, RP-2000

Employee Mortatity Rates for males and females

projected on a generational basis using Scale AA.
For membe$ covered under Act 127, RP-2000

Employee Monalily Rates with blue collar

adjustments for males and females. projected on a

generational basis using Scale AA

Gender-specific monality rates were developed

based on a study of plan'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-retircmenl Health Mo(alitY

PosGretirement Disabled Mortality RP 2000 Disabled Annuitant Mortality Rales'

without Projection.

d) Termination Withdmwal rates vary by employee category The

annual rate of termination is as follows:

For general employees 2 0/o
For police and fire 1.6Vo

For Mayors 3 .OVo
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13. RETIREMENT PLAN (Continuation)

Actuarial Valuation lConrinued)

e) Disability Rates are based on the six month elimination period

rates in the 1987 Commissioners Group Disability
Table, adjusted as set forth in the table below-

Rates of disability cease to apply once a member is

eligible for lhe ?5% ol lhe HiSherl Salary ma^imum

benefit.

Adjustm€nt to 1987 CGDT
Members Covered under

Lct 127

Other
Members

41',1 l00Vc '7 50/"

l 1007c '7 5Vc

200{) 10070 if more than l0 years

from retiremenl eligibility.

3007. if at or past reliremenl
eligibiliry.

lnrerpolated from 100% to
3007o in the 10 years leading
up ro retirement eligibilily.

15o/o

10070 of disabilities occurnng while in active

service are assumed !o be occupational for members

covered under Ac! 12?. For other members. 907c of
drsrbilitie\ occurnng while In actl\e ser\ ice are

assumed to be occupational and l07c are assumed to

be non-occupational.
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13. RETIREMENTPLAN (Conlinuation)

Actuarial Valuation (Continued)

i) Relircmen! Rates of retirement vary by employment category'

Acl. !nd by age and )ear. ofCredllcble Ser!rce.

Service Condition
Age l0lcars 25 years 30 years

45 to 49 l0.0'/c

50 ro 53 15.0

5,1 20.0

55 to 57 t0.Ovc 200

58 5.Oc/t 10.0 20.0

59 to 64 r0.0 15.0 20.0

65 to 69 15.0 15.0 20.0
'7{) 100.0 100.0 100.0

A"ai G""dl Efit"y"* (I""t"d* General Hazardous Employees)

Service Conditir n

Age l0 rears 25 vears 30 years

55 to 57 4.5/a

58 1.5

59 8.0

60 t0.lVo 9.0

61 10.0 10.0

62 13.0

63,64 I5.0 l:1.0

65 15.07r 15.0 50.0

66 15.0 r00.0 15.0

6',7 r00.0 I00.0

2000 General E
Non-hazardous

-4'7

Ase tto% | tz-o'"

6-l t00! 100.0



COMMOIiIWEALTII OF PI'ERTO RICO
MUNICIPALITY OI' BARCELONETA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

13. RETIREMENT PLAN (Continuation)

Agls4liglYqlg3lEg! (Continued)

Act ,147 Police & Fire
Service Conditiorl

Agc l0 vea 25 vears 30 years

45 ro 48 t0.01c

49 r5.0

50 '7.jva r 5.0

5l to 56 15.0 20.0

51 20.0 30.0

5E 2.57c 20.0 100.t)

59 ro 6,1 10.0 25.0

65 to 69 10.0 30.0

10 100.0 100.0

Svstem 2000 Police & Fire
Age Service Conditiols any Services

55 25.lso

56 to 64 20.0'/c

64 to 66 25.OVc

61 100.070

Act 447 and Act 1 Mayors
Service Condition

Ag€ 8 years 25 vears 30 vears

45 to ,19 10.07r

50 to 53 5.07c 15.0

5,1 t0.0 20.0

55 to 56 10.0 10.0olo 20.0

57 to 58 15.0 15.0 20.0

59 to 69 )0.0 20.0 20.0

10 100.0 100.0 100.0

System 2000 Nlayors
Age Any Service

60 to 66 15.07c

61 l00.0Vc
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COMMOI{WEALTH OF PUERTO RICO
MUNICIPALITY OF BARCEI.ONETA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2Ol3

g) Marriage 7070 of cunent aciive members are assumed to

be married at retiremenl with males 4 years older
than females. 10070 of cunent active members

covered under Act 127 who die service ob

become disabled are assumed to have qualifying
beneficiaries, which are approximately by a

spouse with males 4 years older than females.

15Vo of retiring employees assumed

to pay contributions retroaclive
contributions at redrement.

37. every third year

h) Number of employees elecling hiSh

i) Cost ofliving adjustments

Accordingly, the pension expense for fiscal year 2013 was approximalely $906,524 that

represented 1007. oflhe contributions required by funding policies ofthe Plan.

Additionat informalion of ERS is provided in its financial stat€ments for the year end€d

June 30, 2013 a copy of which can be obtained from the ERS' Minillas Station' PO Box

42003, San Juan, PR fi)940.

14. LONG TERM LIABILITIES

Comoensated Absences

The liability for compensated absences was recorded in the Government-wi'le financial

,tut.rnent.. Th. balan"e consists of unpaid, accumulated annual and sick leave balances The

liability has been calculaled using the vesting melhod, in which sick leave amounts for both

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

who are expected to become eliSible in fie future to receive such payments upon termination

are included.

The changes in Compensated absences for the year ended June 30, 2013 are as follows:

Govemmental activity June 30,2012 Net decrease June 30,2013
Due within
One year

Compensated Absences $2,631,436 s389,403 s2,242,033 $425,000
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COMMOI{trIEALTH OF. PUERTO RICO
MUNICIPALITY OF. BARCELONETA

NOTES TO FINANCIAI STATEMENTS
JUNE 30, 2013

15. LEASES

ODeratinP Leases

The Municipality has several short-term operating lease agreements covering some of th€
Murfcipality's premises and equipment. Most of the agreements are renewed annually.
Total rental expenditures for the year ended June 30,2013, were approximately $135,400
included in all funds.

16. CLAIMS AND CONTINGENCIES

Continqencies

As per Aci No. ?2 of september 7, 1993, Acl of the Health Insurance of PR

Administration", (HIA) should negotiate with the municipalities a contribution from the

opemtional budget for the medical services covered by the Health Care Reform- The
Municipality paid $1,148,888 during lhe year to Heahh Insurance of PR Adminisrarion.

On July I, 1997, there was an amendment to Act No. ?2 in which it was eslablished that the
balance due to HIA from October 1994 to June 30, 1997 would be eamed from the

additional lottery games.

FederalProsrams

The Municipality panicipates in a number of federal financial assistance programs.

Although the Municipalily's grant programs have been audited in accordance with the

provisions of the single Audit Act of 1984, as amended, these programs are still subject to
financial and compliance audits and resolution of previously idenlified questioned cosls.

These Brants are also subject to audit on behalf of the Srantors to assurc compliance with
grant provisions. If expenditures are disallowed due to noncompliance wifi gmnl program

requirements, the Municipality may be required to reimburse the grantor agency.

Accordingly, the Administrations compliance with applicable grant requirements will be

established at some future date.

Comptroller's Office A dits

The Municipality of Barceloneta, Puerto Rico, has been audited by the Comptroller's Office
of the Commonwealth of Pue(o Rico. The Comptroller's Office has issued a final repon on

February 25, 2014 relaled to the financial operations of the Municipality covering on

January l,2010 until February 15,2012. These audit reports do not cover any findings
subsequently disclosed to Municipality operations by the Comptrollers' Office-
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COMMOITWEAITH OF PUERTO RICO
MUNICIPALITY OF BARCELONETA

NOTES TO FINANCIAL STATEMEI{TS
Jt NE 30, 2013

Continqencies and claims and iudsments asainst the Municipalilv

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

the advice of lhe legal counsel, lhat lhe probable claims against the Municipality not
covered by insurance are not determined at June 30, 2013.

I7. MI]NICIPAL SALES TAX

Pursuant to the provisions of the Law number 80 of July 29, 2007 and effeclive August 1,

2007, the citizenship contribution was uniformly established in 1.57c, of which l7o will be

collected by the Municipalities and the remaining .57. will be collecied by the Treasury
Department of the Commonwealth of Pueno Rico. Also, this Law uniformed the use of the

contributions of 1.57c in lhe following activities: solid waste disposal costs, recycle, public

works and improvements, health se ices and security services.

The Municipalides of Puerto Rico are responsible to collect 17, of the corresPonding tax

with the same exemplions and limitations that the ponion collected by Treasury

Departmen!. The Act provides and optional surtax on the un-processed food- This surtax

musl be approved by the Municipal Legislature. The Treasury Depanment is responsible to

create the Municipal Development Fund (.0270), the Municipal Redemption Fund (.027o)

and the Municipal Irnprovements Fund (.017.0 with the remaining 0.570. The Municipality
collected $3,898,583 during the year ended June 30, 2013.

1E. MUNICIPAL SOLID WASTE LAN'DFILL CLOSURE AND POST.CLOSURE COST:

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

Municipality's landfill site when il slops accepting waste and to perform cenain maintenance

and monitoring functions aI the site for 30 yeals after closure. ln accordance wilh Statement

No. 18 of the GASB (GASB l8), "Accounting for Municipal Solid waste Landfill Closure

and Post-closure Care Costs", the Municipality has to perform a study of the activities that

need to be implemenled at ihe Municipality's landfill to guarantee the maximum yield of
available space and to comply with applicable state and federal regulations

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

allowing the United States Environmental Proteciion Agency (EPA) by the Consent Decree

(CERLA-00304). State and Federal laws and regulations require the Municipalily !o perform

cenain closure procedures and establish monitoring and maintenance function at the landfill
for 30 years after closure. During fiscal year_2005_2006 the U S. Environmental protection

Agency presented the first ilve year review (the report) for Barceloneta Landfill site and

found that the remedy was constructed according with lhe requirements of the Record of
Decision and that the remedy is functionin8 as designed according to the report and that the

immediate threats have been addressed and the remedy is protective in the short_term.
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COMMONWEAITH OF PUERTO RICO
MUNICIPAIITY OF BARCELONE-TA

T{OTES TO EINANCIAL STATEMENTS
JUNE 30, 2013

The Municipality implemented controls in order for the remedy Io be protective in the long-

term. DLlring this year the Municipality provided mainlenance and monitoring to the landfill

super fund site with the employees ofpublic work department.

The eslimated annual PosFclosure applicable 10 entire Iandfill is as follows: Maintenance of
final covers $10,000, Ground water monitoring $15'525, toral Iandfill cost $25'525'

Accordingly the total landfill costs for the next sixteen years are esdmaled for $l'538'455
and are included in the wide financial statements.

19. RESTATEMENT OF 2012 FINANCIAL STATEMENTS

During the fiscal year ended June 30, 2013 the Municipality noted that certain assets were

reclasiified and liabilities had been overslaled or understated as well as other differences

related with adjustments to capital assets and reclassification of cenain fund balances- As a

result the funds at June 30, 2012 were reslated The general fund's deficit decreased by

$2.065,520, and Net Position increased by $8,707'136.

Eir,'Irrns balance ar June 10, 201.1 $ (8,833,426 29.933,707

Accounts payablc paid from Prior
reri trom Bond rsued 1,200.000 1.200,m0

Amounts due to olhere funds cancellcd 865,250 865,250

aa-a'r'on from pnor years not con'iaered

in lhe invesred in capital assets 5,727,000

Accounts Darable cancelled for Prior year 914.E86

Bcsinnins balance, as

estared June 30.2012 s (6.768.1?6) s 38,6.10,8.11

20. SUBSEQUENT EVENTS

Subsequent events were evaluated by management thru March 28' 2olsubsequent events were

evaluaied by management thru March 28, 2014 which is lhe same date of the financial statements

were available to be issued.
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MUNICIPAIIfY OF BARCELONEfA, PUERTO RICO

SC1IEDULE OF EXPEI'DITURIA OF FEDERA! AWAA.DS

FOR TIIE FISCAL YEAR EIIDED JUNE 30.2OI3

Frderal Granror/Prs-thmueh C.,ntor ProPmm Title
FederalCltA I PK.rhnuch

N,-b lc.-,.^r,-b..

u S Depdnnenr of Hdsins rd Uibm Developmenr

Pdscdrhrough SEte Conmhsioner of Municip,l Affai6
Com mun ny Plrnnins and D.velopm e

ComEuniry D.velopment BlmI Gtuni (Sca Pmgrm)

Setion 8 Housins Choice voucher

Pis.n rhbtrch comno.wsllh ot P.R

Depanmenl of fanilies
E@rg€ngy soludons Cmt Progran

To$l U.S. Dep.nnenr ol Hoclng . Urba D.v.lopDe.t

U.S Dtunm.nt of Heulth dHumoS.si@s
Adminishrion fo. ch,ldEn md families

Pas.drhrN8h $e Commotrueald ol Pueno Ri@ GoYcno6 Office fd rh.:

cdcand lnrsol Dcv.lopmentolchilden:

P6*d rlmu8h $e Comnonveihh of Pudo tuco GovemoB Ofiice fo. the:

Admi.i$rauon on Asins

Specid Po3Em fs lhe Asing 'T,ne m, Pan B Grot fn
Suppodve Soice Dd Sen,ot c€.Gr

T0llU.s.Dspdnenr ofHealh ud HU|M Se te

U.S. Depanmenr ol Ju$ice

Ofiice ol luwnilc Ju$ice md Delinqucncy PEv.ntion

Plsssl rh-qh - Conmonv.alrh of P.R.

Oflic. of Yoln AfiliR. Goveom Omc.
Edwrrd B)se Memdial Jusuce AsisEe Cranr

Torll U.S. D.plnncnr of Jurice

U.S Depanmenr oa Asisulrurc:

Pased-throqh the Codnonwalrh of P R Covemm Of,lce Ir rh'

Depment of Educalon

Ile.d Slan Child Cft F&l Pogtam

Child C& Developmeni Food Prlsnm
Childcae Fo.d P$frim
€rly Child C@ Fooi Prcgram

Runl Btr$ines EnE pns Gnir
Tor.l us, DcDrnnmi of Agricdrme

t4.231 ,2-[200001rF]0rl 14.133

1.656,3'12

2.83?.136

93,061

55.6t0

10553

13,776

1,0,13,007



MUIIIICIPA!],TY OF BARCELOITETA. PUERTO RICO

SCEEDT'LE OT EXPENDITURIA OT TEDERAI AI'ARDS ICO!{TIIIUEDI
r.OR THE FISCAI YEAA ENDED JT'TTE 30, 2013

Fedc.al Gmn.or/Pf,srh.ouqh Grrntor Proamo Tille
fldrrrlcFDA Palrlnr{lh I Frdrr.l

\unber .,n o^\umb.r IEsendiru

!.S-Pep4nIr4 oLE&a!
Pased-thoueh l]re Comnonw€rlrh of P R. Covemon Office of

Enerey Afir^ Adm,nnFidon
Ele.gy Eticiencymdconsfla.ion BlEk Gar 31 128

Tot.l !r.S. Drprdne ofE 4A/

ldem l,m Adm,nLhuon

Fedeal Tnnsii - Cap&l llvermenr Gr.nG

ARRA Fedeml T.ustr Fomul. G.mll

Prs$rirhr@Ch the Commo.*ealrh of P.R Gov.mo Oilice ol
Pueno Rico TGlfic SaIeiy Commirsion

Sure !M Comnruntr! HiEh*ry SaferY

Tot l U.S, Depdn.nr of Tmsponrdon !.denl Tm$il Administmuon

TOTAL EXPENDIIURE FEDERAL AWARDS

Se noles b rhe schedule of exp€ldnures ol ldtal .wads

20 5m 97r.531

2O.5A 33.903

20 600

1.061,646



cotduot$wEALTs oF PgEnTo Rrco
III'MCIPA'LITY OT BARCELOI{ETA

I{OTES T{) TBE SCEEDI'I,EOF EX?E}'DITI'RES OF FEDERAL FI}IAITCIAL AWARDS
F1OR TEP tr'ISCAT IEAa' ENDED.N'ITE 30, 2OI3

(I) GENERAL

The accompanying schedule of expenditures of federal awards includes the lederal granl
activity of Municipalit) of Barcelonela, Puerto Rico and is presenled on the modified sccrual
basis of accounting. The repofiing entity is defincd in Note I to the linancial statements of
lhe Municipalily. Ihe inlbrmation in this schedule is presented in accordance with the
requirements ofOMB Circular A-131, Audits of Slates, Local Governrnenls, and Non-Profil
Organizations-

(2) NIAJOR FEDERAL AWARDS

The Community Development Block Grants, Housing Assistance Payments Progams, U.S.
Department of Health and Human Services Programs, Depanment of Agdcuhure Programs.

f)epa(men1 of Transportarion and Federal Tmnsit Administration Programs and rcpresents
lhe major federal financial awards ofrhe Municipality. Major federal arvards represenl 867o

of total expenditures offederal awards.

(3) FEDERAL CFDA NUMBER

The CFDA numbers included in this schedule were detemined based on lhe program name

review of grant contmct information and lhe otlice of managemenl and budget catalog of
Fedeml Domestic Assistance-

(4) RDLATIONSIIIP TO CENERAL PURPOSE FINANCIAL STATEMENTS

liederal financial assistance expenditures ale reponed in the Municipality of Barceloneta,
Pue(o Rico Combi[ed Stalement of Revenues, E:(penditues and Change in f'und Baiances -

All Goyernmenral and Types as follows:

l'lt:ad Start

Stare & Municipal
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Des(dDtioo
Hud

Prosrams Other funds Total
Federal Prograrns

S 1-6i6-8:12 s 4.066.90i s 2-18.1.263 s 7.908.012

2.8t2,633 2,812.631

TOTAL s r.6s6.8d2 ls ,{.066,90? s .l q96Iq6 s 10.?20.6{5



A DVANCED

To the Honoroble Moyor

And Municipol Legisloture

Munlclpdlity of Borcelofl eto

Borceloneto, Puerto Rico

{q
SantaFe

ASSOCIATES ' I

INDEPENDENT AUDITOR S REPORT ON II{TERNAL CONTROL OVER NilANCIAL REPONM{G AND OI'I

COMPLIANCE AND OTHER MATTENS BASED Ot,I AN AUDTT OF NMNCIAL STATEMENTS

PEIFORMED tN ACCORDANCE WITH GOYEPIIUEIIT AUOI GSTA DAROS

We hove oudit€d. in occo.donce with ihe ouditing stondords generolly occePted in the United Stot€s
of Americd ond the stondords oPPlicoble to finonciol oudits contoined in Govemnenl Audifing

Stondords issued by the Comptrolier Generol of the United Stotes, the finoncio, stoternents of the
qovernmentol octlvities, eoch moior fund, ond the oggregote remoining fund informo-iion of the
i.iuniciDdlifv of Borceloneto. os oF;nd for the veor endei June 30, 2013, ond the related notes lo the

l,nanciol siotements, which collectively comprise the MunrciPolily of go'celoneto's bosic linonciol

stotements ond hove issued our rePort thereon d oled Morch 28' 2074.

II'IIERI{AL CO}{NoL OVER FINANCIAL REPORTING

In Dldnnino ond Derformino our oudji oF the finonciol s-fsfements, we considered the MuniciPolily of

Bol."loneio's 
'nternot 

coilrot over finonciol rePorting (internol control) lo determine the oudit

otocedures thol orc aPPropriole in the circumstonces for the PUrPose oF erPressing our oPinions on

ihe Frnonciol stotemenis, brrt not for the PurPose of exPresslon ;n oPinion on the eFfectiveness oF the

Municipolity ol Borceloneto's internol contiol. Accordingly we do not €rPress on oPinion on the

elFectiveness ol the Municipol,ty oF Borceloneta's in'iernol control

A deficiency in internol contol e\isls lvhen the design or oPerotion of o control does not ollox

monogemeni or employees, in the normol coorse of PerForming lheir ossigned Functions,-io Prevent,
or deiect ond correci, misstotements on o timely bosis. A noferiol ueokhess is o deficiency, or o

combinotion oF deficiencies, in internol control, such lhot ihere is o reosondble possibility thot a

moteriol misstatement ol th€ entity's Finonciol stofemenls will not be Prevented, or detected lnd
co.recied on o timely bosis. A signiiicant deficiency is o deticiency, or o comblnation of deficiencies,

in internol control ihot is less 
"erere 

than o moteriol wedkness, yet imPortont enough to merit

sttention by those chorged riih governdnce.
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0ur consideratjon of internaI contro[ was for the timjted purpose described in the fi6t paragraph of
thjs sectjon and was no designed to identify att deficiencies in internal control that might be

materiat weakness or, significant deficiencies. Gjven these [jmitations, during our audit we dr'd not
idenijfu any deficjencies in internaI controt that \ae consider to be materiaI weaknesses. However,

materjat weakness may exist that have not been identified.

COMPLIANCE AND OTHER IiIATTERS

As part of obtainjng reasonabte assurance about whether the l,4unicjpatity of Baraetoneta's financiaI

statements are free from material misstatements, we performed test of its comptjance with certain
provisions of taws, regutahons contracts, and grant agreements, noncompliance with which could

have a direct and materiat effect on the determination of financial statements amounts. However,

providing an opinion on comptiance wjth those provisions was no an objectjve of our audit, and

accordingly, we do not express such an opinion. The resutts of our test disclosed instances of
noncomptjance or other matters that are required to be reported fidet Govemment Auditing
Standards and whjch are described in the accornpanying schedute of findings and questioned costs

as item 2013-1.

PURPOSE OI THIS REPORT

The purpose of this report is sotely to describe the scope of our testjng of jnternat control and

comptjance and the resuLts of that testjng, and no to provide an opinion on the effectiveness of
the entityt internat control or on compliance. This report is an integral pat of an audit
performed in accordance with Govefinent Auditing Standards in consideting the entity's internal
contro[ and compliance. Accordingly, this communication is no suitable for any other purpose. re

San Juan, Puerto Rico

t{arch 28, 2014

ADVANCED CPA, LLC

Certified Pubtic Accountants
(of Puerto Rico)

License N0. LLC 285 expires De€ember l, 2016

Stamp E1467 of the P.R. Society of
Certified Pubtic Accourtants has been

affixed to the fite copy ofthis report.
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ADVANCED {q
SantaFe

ASSOCIAIIS rNrtRr,il roNAt

INDEPENDENT AUDIToR5 REPoRT 0N CoI,IPLIANCE FoR EACH l.lAJoR PRoGRAII AID
ON INTERI{AL COI{TROI- OVER COTIPTIATTCE REOUIRED TY O[{B CIRCUTARA.133

To the Honorabte Mayor

And lvlunicipa[ Legistature

lilunicipality of Barcetoneta

Barcetoneta, Puerto Rico

REpoRT ot{ cotiptrA cE FoR EACH tiNoR FEDERAL pRoGRA

We have audited the lvlunicipatity of Barcetoneta's comptiance with the types of compfiance requirements

descibed in the 0 R CitularA-133 Conpliance Supplenental that.ouId have a dir€ct and matenat effect
on ea.h of the Municipatity of Barcetoneta's major federat programs for the year ended June 30, 2013.

Municipatiiy of BarceLoneta's major federal programs are jdentified in the summary of auditor's rerutts

section ofthe accompanying schedute of findings and questioned costs.

MANAGEI.IEiITS REsPONSIBIUTY

Management is responsjbLe for .ompLiance with the requirenents of taws, regutations, .onkacts, and

qrdnts appticabte to jts federaL programs.

AUDITOTS RESPOI{SIBIITry

our responsibitity is to express an opinion on comptiance for each of Municipatity of Barce(oneta s major

federat prognms based on our audit of the types of compliance requirements referred to above. We

conducted our audit of comp[ance jn accordance with audjting standards generatty accepted in the Unjted

States of America; the standards appticabte to financial audits contained jn Governnent Auditing
Standards, issued by the Comptrolter Generat of the United States; and 1MB Circular A 133, Audits of
Statet Locnl Governnents, and Non proftt 0rgani2atio6 Those standards and o/tlR Citcular A-133 teqrne
that we pbn and peform the audit to obtain reasonable assurance about whether noncompliance with the
types of.omptian.e requirements r€fened to above that coutd have a djrect and mat€riat effect on a major

federat proqram oc.uned. An audit inctudes examjninq, on a test basis, evidence about tlunicjpatjty of
Barceloneta's.onpliance with those requirements and performinq such other procedures as we considered

necessary in the circumstances.

We betieve that our audit provides a reasonabte basis for our opinion on comp6ance for each major f€derat

program. However, our audit does not provide a teqat determination of Municipatity of Barcetoneta's

OPIi{IOI{ OI{ EACH MAJOR FEDERAL PROGRAI.I

In our opinion, the l{uiricipatity of Barcetoneta comptied, in atl materiat respects, with the types of
compliance requirements referred to above that coutd have a direct and rnaterial effect on each of its major
federat programs for the year ended June 30, 2013.
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REPoRT 0t{ I TERT{AL CoI{TRoL oVER Cot{Pl.$ilCE

llanagement of n l.lunicipatity of Barceloneta is responsibte for estabtishjng and maintaining effective
intemat control over comptiance with the types of compliance requirements referred to above. In
ptanning and peforming our audit of comptiance, we consjdered llunicipality of Barcetoneta int€rnal
controL over compijance with the types of requirements that coutd have a direct and materiat effect on

each rnajor federat program to determine the audjtinq procedures that are appropriate in the

circumstances for the purpose of expressing an opinion on comptiance for each major federai program and

to test and report on internal controt over compLiance jn accordance with oln8 Cicular A 7J, but not for

the purpose of expressing an opinion on the effectiveness of internat controt over comptiance.

Accordingty, we do no express an opinion of the effectiveness of Municipatity of Barcetoneta int€rnat
.ontrot over compliance.

A deficiency in internal conttol ovel conpliar.e exists when the design or opeiation of a control over

comptjances does not atlow management or enployees, in the normal course of p€rformjnq their assigned

functions, to prevent, or detect and correct, noncomptiance with a type of compLjance requirement of a

federat proqram on a timely basis. A natenel weakness in internal control over conpliance is a

deficiency, or a .ombination of deficiencies, in internat controt over comptiance, such that there is a

reasonabte possibitity that a material noncompliance with a type of comptjance requirement of a federat

program witl not be prevented, or detected and corrected on a timety basjs. A significant deficienc! in
intenal control over conprar.e is a deficiency, or a combination of deficiencies, in internat controt over

comptiance that is less severe than a rnaterial weakness, yet important enough to merit attention by

those.harged with governance.

our consideration of internaI controt over comptiance was for the tjmjted punose descibed in the first
paragraph of thjs section and was not designed to identjfy alt deficiencies in internal control ovet

coflpliance that might be nateriat weaknesses or significant deficiencies. We did not identiry any

defici€n.ies in internal control over comptiance that we consider to be materiaI weaknesses. However,

materiaI weaknesses may exist that have not been identified.

The purpose of thjs report on internal control ovel comptiance is solely to describe the scope of oul
testing of internat control over compLiance and the resutts of that testing based on th€ requilements of
0MB Circular A'133. Ac.ordingty, this report is not suitabte for aay other purpose.

"t=s/
ADVANCIO CPA, LLC

Celtifi €d PubLic Accountants

San Juan, Puedo Rico

r'4arch 28, 2014

Stamp E1a68 of the P.R. Socjety of
Certified PubLic Accouitants has been

affixed tothefile copy ofthi5 rcpod
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COMIIOITWEAITH OF. PUERTO RICO
I,IUMCIPAJ,ITY OF BARCELOXETA

SCHEDIJLE OF FIITDIITGS AND QI'ESTIONED COSTS
FOR THE FISCAI YEAR ENDED JI'I{E 30, 2013

SUMMARY OF AUDIT RESULTS

Financial Statements

Type of auditor's repon issued:

Internal conlrol over financiai reporting:
Material weakness (es) identified?
Significaot deficiency(s) identified not considered
to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards

UDmodified

Yes _X_No

_X_Yes _x_No

Yes X No

_Yes X No

Ye\ -LNo

Unmodified

lntenal conlrol o\,er major programs:

Material weakness (es) identifiedJ

Signifi canr defi cjency (ies) identifi ed?

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

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

Identification of major programs:

Yes _X_No

CFDA Numbers Name of Federal Program or Cluster

14.218 Community Development Block Granl (SBCP)
14.871 Section 8 - Housing Choice Vouchers
93.600 Early Head Starl
93.600 Head Start
10-558 Head Start Child Care Food Program
10.558 Child Care Development Food Program
20.500 Federal Transit - Capital Investment Grants
20.507 ARRA Federal Transit Formula Grants
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CO!,IMONurEALTIi OF PITERTO RICo
MI'ITICIP,/IJ,ITY Or. BARCEIONETA

SCHEDIJLE OF FINDINGS AND QI'ESTIOI{ED COSTS (COITINI'EDI
FOR THE FISCAI YE,AR ENDED JI,NE 30, 2013

Dollar fireshold used to distinguish between type A and type B programs was: $300,000

Auditee qualified as low-risk auditee?

FINDINGS - FINANCIAL STATEMENTS AI]DITS

X Yes 1\_o

Finding 2013-1 General Fund Deficit

Slatemenl of Condition and Criteria

It was noted during our analytical review procedures and our test of
balances of accounts lhar the Municipality is not complying with the
criteria established by the Slandards of Financial Management Systems for
Regulations for Municipal Adminisration and wirh GASB codifications
1700, with requirements staled 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 deficiencies in the Municipality's financial managemenl systems:

a) Could impact services provided to citizens.
b) Could affect compliance wi(h finance - related legal and contractual

provisions.

Auditors Recommendation

The Municipality should implement measures to reduce the municipal
deficit- Management should undertake a periodic review of the actual
fiscal year revenues and expendiiures compared to ihe budgete.d amounts
to adjust expenditures to the rcvenue receipts to comply with lhe
Standards of Financial Management Systems for Regulations for
Municipal Adminisrration: and wilh GASB codifications I700 with
requircments slated in OMB Circular A-133. In addition, management
should consider the impact of any loss of revenue from closinS industries
when developing the annual budget due to the state of the economy in the
island.
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COMMOITU'EALTH OF PIJERTO RICO
MI']TICIPALITY OF BARCELONETA

SCIIEDI'LE OT FIITDIITGS AND QUESTIONED COSTS ICONTTI{I'ED)
FOR THE FISCAI YEAR EITDED JUNE 30, 2013

View of Responsible Officials

The Municipality's management indicated Ihat they are taking serious
measures to minimize the impact of this condition and expects to conlinue
conecting the general fund's deficit situation in the immediate future.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL
AWARD PROGRAMS ATJDIT

No matters were repoted.

-62-



COMMONWEALTH OF PUERTO RICO
MIJNICIPAIITY OF BARCELOI{ETA

SI'MMARY SCHEDI'LE OF PRIOR AUDIT FIITDINGS
FOR THE FISCAL YEAR ENDED JI'NE 30. 2013

There were no audit findings relative 10 federal award programs in prior year.
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Ref. No.
l0l3-01

6obierno f,lunirpal Ue Barcelaneta
G elerterttrto be :lftnanrag

COUUOIIWEAI,TE OT PT'ERTO RICO
UT'MCIPALTTY OF BARCEII)NEIA

CORRECTIVE ACTION PLAN
YEAR EI{DED JUI'IE 30, 2013

Findine /Corective Action
Planned,/Person Req)onsible:

Slatcment of Condition:
lle General Fund is not complying with budgel balances
and criteria eslablished by *te St ndards of l-inancial
Managemcnl System lor Regulations for Municipal
Admiflistrarion. with CASB codiircation 1700. wirh
Requirements stated in OMB Circular A-lll and *ith
Budget requirenlents ofMunicipal Law nuober 8l oI
.A,ugus! 10. l99l as amended.

( on clive Action Planned:

The Finance Direcror continually evaluales the financial
inlbrmation of lhe Municipalily lo dete.mine if il is
necessan ro adiu$ the approved budget to obrain rcliable
inlbrmation and rcduce tlre municipal deficil to compl)
with all standards. requirements and laws rhar apply.

Noel (iutiirrez
Finance Director

Anricipated
ComDletion Date

On or before
end of20l3-1.1
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Noemi Padilla Rivera

From:
Sent:
To:
C(:
Subj.ct:
Attachments:

Noe Gutierrez
Monda, March 31, 2014 10127 AM

esosa@ocam.gobieno.pr
NoemiPadilla Rivera

FW: Estados del Municiplo de Barceloneta en PDF

FIN STAI BAR 06-30 2013-Data C.pdf

Envio SINGLE AUDIT MUNICIPALITY OF BARCELONETA

AL 6-30-2013.

De no recibir la informaci6n completa, favor comunicarse con este

servidor al 787-846-5618.

Cordialmente,

NoelA. Guti6rrez Cruz
Director Finanzas

Municipio de Barceloneta
e.mail- ngutierrez@barceloneta.pobierno.pr
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l(I1: lftaoos cet Muntctplo cte ljarcelonetS al o-Ju-2u 1.,

REr Estados del Municipio de Barceloneta al 6_30_2013
Noeml Padllla Rlvera

s€nt Monday, ltarch 31, 201411112 AM

Tor NodcuHenez

SE RECIBIO SINGLE AUDIT VIA EIVIAII.

Noev' tD'adllLa Rlveya
Ayea de Asesaraw,ewta, R.eOLa et/,tacLiw e

lwtuvebx,ilt , lrscaL
TcLt (7sZ) 7s+-aaoa e^t,227 6 22s

From: Noel Gut,errez
S€ntr Monday, March 31, 2Ot4 10:35 AM
To: esosa@o€am,gobleno.pr
Cc! Noemi Padllla Rlvera
Subject: Estado6 del Munlctpto de &rceloneta at 6.30_2013

Envio Slngle Audit Muntclpallty of Barceloneta
al6-30-2013.

De no reclbir Ia informaci6n completa, favor
comunicarse con este servidor al 787-846"561g,

Cordlalmente,

NoelA. Gutidrrez Cruz
Director Flnanzas
Munlclplo de Barceloneta
e.mail- ngutieruez @barceloneta.gobie.no,pr

lage I ot I

https://mail.hlnc.gobiemo.prlowa/?ae=Item&r=IPM.Note&id=RCAAAAAAFAMBcx?Te... 
3/3 t,r2014
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COMMONU/EALTH OF PUERTO RICO
MUNICIPALITY OF BARCELONETA

STATEMENT OF NET POSITION
JUNE 30, 2013

Governmental
ActivitiesASSETS

Cash and investments

Cash with fiscal agent

Accounts receivable fiom govemment

Accounts receivable (Volume ofbusiness taxe,

Other accounls receivable

Accounts receivable from government

Capi6l Assets. nel of accumulaled deprecialion

Total sssets

2.626,t19
9,988,90,1

320,858

285.823

89,467

6,500,000

94,341.314

$ 114,r52,575

Liabilities:
Accounls payable and accrued liabilities

Due ro govemment enti(ies

Non-currenl liabililies:

Due within one year

Due in more than one year

Tolal liabilities

DEFERRED INFLOWS OF RESOURCES

Advance receipts ofvolume ofbusiness taxes

F€detal Funds

Net Position
lnvested in capital assets

Restricl€d for:

Debt s€rvice

Capilal project activilY

Unresricted (deficit)

Total Net Position

Total Liabilities and Net Position

See acconpanling notes ta basic linanciLtl eat€tnents

3,934.099

1,180,596

2,350,630

3.792,389

60,990,017

72,247,131

6,802.4t 5

43,036

6,845,451

56.052,508

5,259.558

I,8 t0,368
(28,063.041)

35,059.393

$ 114,r52,57s
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COMMONCIEATTH OF PUERTO RICO
MUNICIPAIITY OF BARCELONETA

NOTF^S TO FINANCIAI STATEMENTS
JUNE 30, 2Ol3

Continsencies and claims and iudqments aeainsl the Municipalitv

The Municipality is a defendanl in a number of lawsuils arising principally from claims
against the Municipality for alleged improper actions. lt is management's opinion, based on
the advice of the legal counsel, that the probable claims against the Municipality not
covered by insurance are not determined at June 30, 2013.

17. MUNICIPAL SALES TAX

Pu$uant to the provisions of the Law number 80 of hly 29,200'l and effective August l,
2007, the citizenship contribution was uniformly established in 1.57c, of which I c/c will be

collected by the Municipalities and the remaining .5'lo will be collected by the Treasury
Department of th€ Commonwealth of Puefio Rico. Also, this Law uniformed the use of the
contributions of 1.57. in the following activities; solid waste disposal costs, recycle. public
works and improvements, health selvices and security services.

The Municipalilies of Pueno Rico are responsible to collect 17. of the corresponding tax
with tle same exemptions and limitations that the ponion collected by Treasury
Department. The Act provides and optional surtax on the un-processed food. This su(ax
musl be approved by the Municipal Legislature. The Treasury Department is responsible to
create the Municipal Development Fund (.027.), the Municipal Redemplion Fund (.027o)

and the Municipal Improvements Fund (.017.0 with the remaining 0-57.. The Municipality
collected $3,898,583 during the year ended June 30, 2013.

18. MUNICIPAL SOLID WASTE LAI\'DFILL CLOSURE AND POST-CLOSURE COST:

State and federal laws and regulations rcquire the Municipality to place a final cover on the
Municipality's landfill site when it stops accepting waste and to pedorm certain miintenance
and monitoring functions at the site for 30 years after closure. In accordance with Statement
No. 18 of the GASB (GASB l8), "Accouoting for Municipal Solid waste Landfill Closure
and Posl-closure Care Costs", the Municipality has to perform a study of the activilies thal
need 10 be implemented at the Municipality's landfill to guaranlee the maximum yield of
available space and to comply wilh applicable state and federal regulations.

The Municipality of Barceloneta djscontinued the landfill operation on December 31. 1998,
allowing the United States Environmental Protection Agency (EPA) by the Consent Decree
(CERLA-00304). Slate and Federal laws and regulations require the Municipality to perform
cenain closure procedures and establish monitoring and maintenance function at the landlill
for 30 years after closure. During fiscal year-2005-2006 the U.S. Environmental protection
Agency presented the first five - year review (the repoft) for Barceloneta Landfill site and

iound that the remedy was constructed according with the requirements of the Record o[
Decision and lhat the remedy is functioning as designed according to the report and that the
immediate threats have been addressed and the remedy is prolective in the shorl-term.
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COMMONIIIEALTH Or' PUERTO RICO
MUNICIPAIITY OF BARCELONETA

NOTES TO FINANCIAI STATEMENTS
JUNE 30, 2013

The Municipality implemented controls in order for the remedy to be protective in the long-

term. Durint this year the Municipality provided maintenance and monitoring to the tandfill

super fund sile with the employees ofpublic work department.

The eslimated annual Post-closure applicable to entire landfill is as follows: Maintenance of
final covers $10,000. Ground water monitoring $15,525' tolal landfill cost $25,525'

Accordingly the total Landfill costs for the next sixteen years are estimated for $1,538,'155

and are included in the wide financial statements.

19. RESTATEMENT OF 2OI2 FINANCIAL STATEMENTS

During the fiscal yeat ended June 30,2013 the Municipality noted that certain assels were

reclasiifiecl and liabilities had been overstated or understated as well as other differences

related with adjustments to capital assets and reclassification of certain fund balances' As a

result the funis at June 30,2012 were restated. The general fund's deficit decreased by

$2,065,520, and Net Posiion increased by $8,707'136.

Beeinninq balaDce al June 30,2012 $ (8,833,426) 29,933.107

Accounts pavable Paid from Prior
vear from Bond issued 1,200,000 r.200,000

ounts die ro others iunds cancelled t65.150 865.250

rU*,,,, tro,, r* '.r" ",,L."r 
rl"r",l

in lhe inlesled in capiral assels 5,127.N0

Accounls Dayable canceued for prior yed 9r.1,8E6

Be!inninr balance, as

resEted June 30. 2012 s (6,768,176 s 38,6.10,843

20. SUBSEQUENT EVENTS

Subsequent events werc evaluated by management thru March 28, 2olsubsequenl events were

evaluated by managemenl thru March 28,2014 which is the same date ofthe financial statements

were available to be issued.
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