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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Management's Discussion and analysis of the Municipality of Utuado (the Municipality)
financial performance provides an overview of the Municipality's financiar' activities for the
fiscal year ended June 30,2010. The Management Discussion and Analysis (MD & A) should
be read it in conjunction witi the transmittal letter on page 9 a,'d the Municipality,s irnancial
statements, which begin on page 13. The discussion and analysis includes compaxative data for
prior year as this information is available for the fiscal year ended June 30, 201d. This MD & A
is prepared in order to comply with such pronouncement and, among other puq)oses, to provide
the financial statements users with major information.

Tsta[o tibre Asocia"do tre ?uerto ltko
n4tmhiyio de Utua"do

D epartamznto [e fhunzas

FINANCIAL HIGHLIGHTS
The Net assets of the Mudcipality exceeded its liabilities at the close of the curre
fiscal year by $60,547,077 net assets increased by $5,264,573 when compared with prior
year.

Revenues were $642,450 more than last year, while total expenses were $3,01g,662 less
than last year as reported in the Statement ofActivities.

The Municipality had reported in the General Fund an excess of revenues over
expenditues amounting to $99,341 in the accompanying statemelt of rcvenues,
expenditures and changes in fund balances.

Loans principal payrnents were $555,000 dudng fiscal year 2009_10.

The actual revenues were $10,358,845 and total for expeflditurcs $10,39g,564 creating
an excess of 939,719 under the revenues over expenditrues in the Budgetary Schedule
mainly due to unfavorable vaxiances in revenues.

The Municipality government
$6,990,561 in the accompanying
fund balances.

The Municipality has repoted
amounting to ($1,551,850).

fund reported combined ending fund balances
statement of revenues, expendihres and changes

urdesignated firnd balance for the general firnd

of
in

-1-



MUMCIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Fundamentals of the FinaDcial pr€sentation

The new approach on the preparation of the Municipality,s finatcial statements emphasizes on
1 qoyTrrrgnt wide (consolidated) view of its financial operations. NeverthJless major
individual fimds are presented and evaluated in all of its detaili. Simultaneous implementation
of both of these perspectives allows user to address relevant questions about municipality,s
performance and provides a basis for comparisons and evaluation ofservices quality.

U-nder the aforemeffioned approach, assets and liabilities axe recognized using the accrual basis
of accounting which is similar to the mentioned used by most private enterp-rises. This means
that curent yeax's revenues and expenses are accounted for regardress of whln cash is received
or paid.

Financial Statements Components

The basic financial statements consist of government wide financial statements, the major
individual funds financial statement, and notes to the linancial stalements that provides more
details.

Govemmental-wide fina.ncial statements - The govemment-wide financial statements which
begin on page 13 of this report are designed to provide reads with a broad overview of the
Municipality's finances, in a maruler similar to a private-sector business. The govemment wide
statements prcvide shon and long term jnformation about the municipality.s sdtus as a whole.

The Statement of Net Assets reports information of the municipality as a whole. Increase or
decrease of net assets may serve as an indicator of whether municipality,s financial position is
improving or deteriorating. Those statements incrude all assets and liabilities using tihe accruar
basis of accounting, which is similar to the accounting used by most private sector companies.
Accrual of the curent yeat's revenues and expenses are taken into account regardless of when
cash is received or paid.

The statement of Activities is focused on both the $oss and net cost of various activities, which
are suppo{ed by the Municipality's property tax, m,nicipal licenses tax and other revenues. It
is, intended to summarize and simplry the user.s analysis ofthe costs ofgovemmental services.
The govemmental activities reflect basic services, including police, pubiic works, solid waste
disposal, community services, aDd general administation. F.p".ty t"*, .*icipal license tax,
state and fedenl appropriations finance most ofthe seruices.



MIJMCIPALITY OF I]TUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

A fund is a grouping of related accounts that is used to maiotain contlol over resources thar
have been segregated for specific activities or objectives. The Major Govemmental Funds
presentation provides detailed information about the most sigdficanr funds, not the
Municipality as a whole. The Municipality uses fund accounting to ensue and demonstmte
compliance with financial related legal requirements. The Municipality's basic services are
reported in govemmental funds, which focus on how money flows ioto and out of those ftrnds
and the balances left at year-end that are available for spending. These firnds are reported using
an accounting method called modified accrual accounting, which measures cash and all othei
financial assets that can readily be converted to cash. The Goverinental funds statement
provides a detailed short-term view of the Municipality general govemmental operations ard
the basic services it provides.

Govemmental funds information help you determin€ whether th€rc are more or fewer financial
rcsouces that can be spend in the near future to finance Municipality's programs. We describe
the relationship between govemmental activities and govemmental funds in reconciliation
besides the fimd financial statements. The notes provide additional information that is essential
to a full uoderstanding of the data provided in the govemment-wide and fund financial
statement.

Infrastructure Assets

The Municipality implemented the major model portions of GASB statement 34 during the
prior years- Historically, the govemmental larger group of assets have not beeIr reportei nor
depreciated in govemmental financial statements. The new statement required that this asset be
valuated and reported within the Govemmental column ofthe Govemmental Wide Statement.

Additionally, the govemment must elect to either depreciate these assets over their estimated
usefirl life or develop a system of assets management designated to maintain the service
delivered potentially to near perpetuity. If the govemment divelops the assets management
system,_ which periodically, by category, measures and demonstrate its maintenance of locally
established level of services standards, the govemment may record its cost of maintenance in
lieu of depreciation. The information about the condition and maitrtenarce ofcondition ofthe
govemment infrastructure assets should assist financial statements usem in evaluatilg a local
govemment and its performance over time.

Government-Wide fi trancial Analvsis
Statemehl ol Net Assets

The Statement ofNet Assets reports information of the municipality as a whole. Inqease or
decrease ofnet assets rrlay serve as an indicator of whether municipality,s financial position is
impr_oving or deteriorating. In the case of the Municipality primary gove'mment assets exceeded
liabilities by $60,457 ,0'7i at the close of the recent fis"i y"* 

"o'-!*"a 
io $!:,zsz,SO+ ut tt 

"end of the previous year, as restated and showed in the roiro*ing 
"o.a"o."i 

Statement ofNetAssets of the Primary Govemment.
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MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION A]\D ANALYSIS

Statemetrts of N€t Assets
As ofJune 30,2010 and 2009

2010 2009 Changes
Curent and other assets $ 9,s86,67t $ 8,381,146 s 1,205,52? t4%.
capilal assets 63,632,345 60.601,281 3,O31,064

73,219,0r 8 6A,9a2,427 4,236,59t 60/0

Curent and otller liabitides 2,960.OO2 3,269,2\3 (309.211) -9o/o
I-,ong- terrn liabilities 9.7t t,939 10,430,7r0 (714.771) -7"/6

Total tiabitities 12,671,94t 13,699,923 (t,o27,9A2) -4"/"

Invested in capital assets. 56,243,349 5r,380,536 4,a62,813 90/"

Restricted 4.542.411 7,040,600 r,501,8r I
(4,238,683) (3. r38.632) (1,r00.05 r1 3so/.

Components of Net Assets

Currentand CapitetAsseis Long-term Other,iabilities NetAssetsotherassets debt
outstanding

L]

70
60

50
40
30

20

10

.2010 
= 2009

The Statements of Net Assets and the Statements of Activities, on page 13-14, repof theMrTi,cip.ality net assets and changes in tlem. Toral Net asset increase 6y iJ.: *ittio, *u,
1at1tl]..11"^,: 

,..:r.*e in capital ,sser of $1.0 mi ion due ro an increase i,i 
"ipir.ut 

orttut, fo.).r.J ounng ttle vear. Cash restricted were $l.g million. lotal liabilities decreased $756,531when-qo-lnpared with nrior year. The restricted net asset represent f:y, oitota-n"t ass"ts ln ttreyear 2009 and 15 % in 2010, these are resources that uri *Ui"o to,"rt i"tioos on how theymay be used.
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MUNICIPALITY OF I'TUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Increase-@ecrease) Net in Capital Assets
As ofJune 30, 2010 and 2009

i

--iL:: 
-- l

Gpital Assets

2010 2009 ./. ChaDge
Land $ 899,241 lo/o $ 899,241 2Yo $
Construction proffess 6,059,641 t0% 6,',766,1t6 t lo/o (706,475)
Buiding and inpmverients, rlet 6,427,207 10% 4,',774,069 8% 1,653,138
Infasmcture '7'.|% 46,339,369 760/. 2,882,'t 50
EqoipnEm, net 462,012 1Ya 562.052 )yo (100,040)
Vehbles 562,125 1% 1,260,434 20/o (698,309)

60

50

40

30

20

10

Consnuction in Buitdirs and hfrae{rrcture tqoipmert net
Progresr improvernents,net

12010 r 2009

The municipality infiastructure asset reprcsent g l % of total assets and 7704 of total net capital
asset. The total net capital asset,s was for the amount of $63,632,345 will increase as theinfrasauctue assets are identified and included in the financial ,tut"-"oi.. At present theongoi[g construction projects been mostly financed by federal awards received ftom the

I:T1-O ,:"yy Prcgrams (FEMA) 
-and 

ftom the U.S. Departrnent of noo.iog and Urbar
ueveiopmenl and the Commonwealth ofpuerto Rico.
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MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements of Activities
The following reflects the condensed Statement ofActivities ofthe primary Govemment:

For the year ended June 30,2010 and 2009

The Statement ofActivities reflects for fiscal year 2010, the net effect ofrevenues dedved ftom
several programs plus current openting revenues. Total revenues compared to the total
expenses, amounted to a increase of $5.7 million in the Municipility,s net assets.
Approximately 20 percent of the Municipariry's total rcvenue came aom hxes, wh e from
f:deJ1l grants 37 Md 4l percent rcsulted from Intergovemmental Revenues. The
Municipality's expenses cover a range of services like heilth, public safety, saritation,
recreation and sports, education, housing, tansportation, wejfare, constmction and
imprcvements. The largest expenses were for general govemment, public woiks, eaucation andtraining and culture and recreation- With this ialysis, thi'readers huu" 

"o-p*utiu"information with the percentage of charge in ."u"no", a.rd 
""p"nr", 

fro^ pi* y"* ,o 
"rrrr"nyear.

A brief review ofthe Statements ofActivities ofthe Municipality at June 30, 2010, shows total
expenses incrmed to afford the cost of all functions aod irograms u.o*i"a to $9,90g,600.Upon examining the sources of revenues for the financing 

"'f 
tfr" p..guln,, the Statement

reflects thar the following; $21,781 from charges for servi""i Sf ,ZZ,iSl ?"rn opemting gmnts
and contributions and $2,496,98g from capiial grants and 

"".rriUriio* 
oir"n"d from other

::y^::';.C".1:* ],:]."nues 
for the^year amounted to $15,594,829. Th"; ;* u chanse in net

fi"llr_.11o:1r, p", represeDts 2l percent of toral revenues and an increase of 181 pLent of
I._":Tg::.T *] *ser when compared with pdor year. Expenses decreased by $3 million orr4 percent when compare wirh prior year.

$ 15,594,829 $ r4,665,82s
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MIJNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AN'D ANALYSIS

FINANCIAL ANALYSIS OF THE GOVERMENTAL FTINDS

The following reflects the condensed Balance Sheet ofthe Govemmental Funds:

Governmetrtal Funds
Balarce Sheets

June 30, 2010 and 2009

$ 7,071.?10
1.305,125

Liabililies and Fund Balance

Accounts payable and due ro other

18,614

The Fund Financial Statement is another imlortant component of the Municipality,s ftBncial
statem€nts. A fund is a giouping of related accounts is used to maintain ac'countability andcontrols over economic resources of the Municipality that have been segre;ut"a fo, sp""ifi"
T,Ilf:'^]t Municipal irnd rype of .accounring i" ur.a to a"moos-rft"'comptiance wiLhrerated regal rcqurements. Idormation offered thru this Statement is limited to the Municipalitymost significant funds and is particularly related ro the fo"a gor"--"oionly instead of thegoverunent as a whole. Government funds are used to aciount for essentially the samefiinctions as those reported as govemmental activities.

Duri-ng the year-2-010 the municipality had $2.4 million cash restricted in the Debt service fundand Bond issued tund. Other funds had g4.8.-iffion Uaanc"s, clrnpromir"'ii i" *" fo, ,p""iaprupose. 
.Accounrs 

payabte of generat tund represent 37% of t"iJ;;;;J payable. FundsbalaDces increased 2l oZ.

-'7-



MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements ofReven!€s, Erpendilures and Changes in trutd Balalces
Year Ended Jutre 30,2010 and 2009

2010 2009 Chanses

$ 2,699,520 s 2,730.s23 $ (31,003) -1o/o
Municipal licence tax 674.664 (58,340) -99/o
lntergovemmental revenue 10,247,912 9,445,427 402.485 4n/o
Federal grants 9,274,34t 9.533.327 (2s8.986)
Sales Tax 1,O47,615 '704.O36 343.579 49"/.
Other 1,O01,239 765.?22 235,517 310/o

Liabilities and Fund Balance
Erpenditures:

Geneml covemment $ 6.986,998 $ 8,850.799 $ (1.863,801) -21yo
Public safety t,189,81l 1,6s3.609 (463.798) -28yo
Public work 3.246.768 2.894.310 352,4s4 129/o
Health 442,479 482.479 0"/o
Capital outlays 4,307,813 5,O94.682 (786.869) -15"/o
Bonds, principal and interest 854,324 950,51I (96,r 87) -1Oo/o
Education and traininA 5,420,470 5,128,116 292,354 604
Other expenditues 861,453 1.2t8.8',17 (357.424\ -29"/r

Prior period adiustment s 167,188
Exc€ss of revenues (exDendituresl

The most significant changes ofthis statement were as follo\rs:

. Revenues fiom property tax werc decreased by $31,003 due to decrease in Foperty tax
in the amount collected. The Intergovemmental revenue increased by $aO'2,+itS ana a
Federal grants decreased 9258,986, these revenues rcpreseot g9olo oftotal revenue. Total
revenue increased $633,252. Revenue fiom volume business tax decraration were reduce
by $58,340, Sales tax increased $343,579, represent 45oZ oftotal revenues inqe,xied.

. Expenditures were decreased by approximately $2.9 million, The geneml govemment
experditues decreased $1.9 million and Capiral ourlays expenie $Zg6,g6l when
compared witi the prior year. The other expenditures deoease by $Z,OSO,1OS,

t111,p4y in salaries expense for $333,823 and all other expenses combined
$1,722,286.
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MUNICIPALITY OF I-TTUADO
MANAGEME,NT'S DISCUSSION AND ANALYSIS

f,conomic Factors and Nert year Budget

The Municipality is a political legal entity with full legislative arld admhistrative powers in
every area of muaicipal govemment, with perpetual existence and legal personality, separate
and independent fiom the central govemmental of puerto Rico. The Municipal Govemment
compdses the executive and legisrative branches. The Mayor exercises the executive power and
the legislative power by the Municipal Legislatue, which has 14 members.

Th€ Municipality provides a full range of services including public works, education public
safety, public housing, health, community development, culture, recreation and other
administrative services. The Municipality,s principal sources of revenues are property taxes,
municipal license taxes, contributions by the state governrnent and fedeml grants.

The Budget for Revenues and expenditures were ll.l million for the general fund, total
revenues decreased $831,992 when compared the budgeted revenues with tie actual revenues.
Municipal license tax decrease by $16?,106 and excise rax by $165,416. The actual
expenditures werc $192,273 less than budgeted expenditures. 

'The 
general government

expendihues reflect a decreased of $539,460. Excess oi revenues under eipendihres reflect a
deficiency of939,719.

The Municipality's management is committed to a continued improvement in the confection of
a budget that will response to the needs ofthe public and private secto$ in accordance with its
permissible revenues levels. There are many construction projects that we expected to received
revenues that will decrease the deflcit presented.

The Municipaliry has finished fte following projecls:

. Rehabilitared in Bo. Angeles at a cost of$400,000, for a multi-service center.. Improvements to Head Start centers at a cost of$514.569.o Remodeling Pu blic plaza Lujs Munoz Rivera ar a cost of S2.2g I ,000.. Imptovements to sidewalks and buryiDg ofthe power lines, telephone and othe$ in the
town cenler at a cost ol$8S1,000.

. Construction of a playground and walking tmck in Bo. Caguaru at a cost of$125,000

-9-
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Other projects are in process and development are the following:

. Repaving of roads and urban steets at a cost of $6 1 0, I 96.. Rehabilitation ofbuilding to convefi into a community center at a cost of$329,639.. Consfuction of ditches and fences in several urbaD and rural areas at a cost of
$110,550.

. Reconstruction oftown sidewalks at a cost of $ 1 1 1,52g.

. Improvements to pluvial infrastucture in different sectoN at a cost of $247,309.. Construction ofcontention wall in Bo. Vivi Ariba at a cost of $1,000,000.. Construction ofa Table Tenais Coliseum at a cost of$437,000.. Modemization and improvements to the ..plaza de Mercado', at a costs of $ 1,200,000.

Contacting the Municipality's Financial Matragement

The Municipality's financial statements arc designed to present users with general overview of
the Municipality's finances. Ifyou have questions aboui the report or need-additional financial
informatioq contact the Municipality,s Director of Finance.

Limarie V6lez Gonz6lez, Finance Director, pO Box 190, Utuado, puerto Rico 00641.
Telephone (787) 894-3505 Fax: (787) 814-1527

-10-
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JUAN A. FELICIANO CHARNECO
Certilied Public Accountant

Urbanizaci6n Matienzo
151 Calle Miguel Salas
Arecibo, PR 00612

Tet:. (787\ 879-4433
Fax: (787) 880-1402

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Mmicipal Cormcil of
tle Municipality of Utuado

Utuado, Puerto Rico

I have audited the accompanying financial statements of the Governrnental Activities, each major
fi.rnd and the remaining fund information of the Mutricipality of utuado, puerto fuco. as of and ior
the year ended J*ne 30,2010, which collectively comprise the Municipality of Utuado basic
fi[ancial statements, as listed in the accompanying table of contents. These financia.l statements are
the resFonsibility of the Municipality's management. My responsibitity is to express opinions on
these financial statements based on my audit.

I have corducted my audit in accordance with auditing standards generally accepted in the United
states of America and the srandards applicable to financiar audits contained'in Govemment Auditing
standards, issued by the comptoller General of the united states of Amedca. Those standardi
require that I plan and perform the audit to obtain rcasonable assuance about whether the financial
statements are ftee of material misstatement. An audit includes consideratioo of intemal control oyer
financial repofiiog as a basis for designing audit procedures that are appropdate in the
circ,mstances, but not the purposes of expressing an opinion on the effiitiveness of the
Municipality intemal contol over financial reporting. Accordingly, I express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and discrosures in
the financial statements A-n audit arso incrudes assessing the 

-acco'nting 
principles used and

significanl estimates made by management, as well as evaluating the ove;l financial statement
presentation. I believe that my audit provides a reasonable basis for my opinion.

The Mu cipslity has not maintained complete and adequate records for certain additions from
prior year for the act arnount of $10,871,069 iD order to obtain sufficient and competeDt evidential
matter related with the Capital Assets additions and depreciation for the year rcported in the
govemmental activities. Accordingly, the amount by whi;h this departue would affect the assets
and net assets is not pmctical to b€ detemine. r was unable to satisfu myserf as to the correctness of
additions to the capital asses as informed by management.

In my opinion, except for the effects of such adjustnents, if any, as might have been determined tobe necessaxy had I been able to perform proper tests and procedures-on ceftain additions to thecapital assets and related .depreciation for the year, the financial statement .eferred to in the firstparagaph present fairly, in aI mate al respecis,.th_e fi.rnciar porti;;-;] ;oiemmental activities,
each major fund and the aggregate rcmaining firnd information oithe M*l"l!Ji y of Ut*ao,

-11-



In accordance with Govemment Auditing Standards, I have also issued my report dated December

15, 2Ol0 on my consideration of the Municipality of Utuado, Puerto Rico intemal control over

financial reporting and on my tests of its compliance with certain provisiors of laws, regulations,

contracts, grants, agreements and others matters. The pupose of that report is to describe the scope

of our testing of intemal control over financial reponing and compliance and the result of tllat
testing, and rlot to provide an opinion on the intemal aontol over financial reporting or on
compliance. That report is an integral part ofand audit performed in accordance with Govemmental
Auditing Standards and should be considered in assessing the rcsults ofmy audit.

My audit was performed for the pupose of forming an opinion on the Govemmental Activities
financial statements of the Municipality of Utuado, Puerto Rico taken as a whole. The

accompanying schedule of expenditues of federal awards is presented for purposes of additional
analysis as required by U.S- Office of Management and Budget Circular A-133, Audits of States,

Local Govemmelts, and Non-profit Organizations, and is not a rcquired paxt of the general purpose

financial statements. Such information has been subjected to the auditing procedures applied in the
audit ofthe financial statements and in my opinion, is fairly stated in all material respects, in relation
the by fimncial statement a taken as whole.

As descdbed in Note l, on July 1, 2004, the Municipality implemented a new financial reporting
model required by GASB Statement No. 34, (GASB No. 34), Basic Finencial Staternents And
Mandgement's Discussion and analysis-for State and Local Governmeats. Irr conjunction with the
adoption of GASB No. 34, the Municipality has also adopted the following pronouncements: (1)
GASB Statement No.3'1-Basic Financial Statements-and Managemenl's Discussion and Analysis-
fot State and Local Governments: Omnibus, (2) GASB Statement No.38-Certain Finqncial
Stateme t Note Disclosutes, azd (3) GASB Interpretation No. 6-Recoghition and Measurement of
Cefiqin Liabilities and Expenditures in Gowrnmental Fuhd Fihahcidl Statemehts-

The Managemelt's Discussion and Analysis and budgetary comparison schedule information on
pages 1 thiough 9 ard page 17, are not a required part of the basic financial statements but is
supplementary infomation required by the Govemmental Accounting Standads Board. I have
applied certain limited procedures, which consisted pdncipally of inquiries of management regarding
the methods ofmeasurement and presentation ofthe required supplementary information. However,
I did not audit the information and express no opinion on it.

Arccibo, Puerto fuco
December 15,2010

The stamp number 2541931
uas alfixed lo the , ,-," t:,

. FELICIANO C}]ARNECO

l,2013original of this report.



MT'MCIPALITY OF UTUADO, PUERTO RICO
STATEIIENT OF ITET ASSETS

rrIrNE 30, 2O1O

ASSETS

Cash and investrnents
Cash with fiscal agent and other
Accounts receivable fiom federal govemment
Capital assets, net of accumulated depreciation

Total assets

LIABILITII,S AND T'{JND EOUITY

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

Non-crment liabilities:
Due within one year

Due in more than one year
Total liabilities

NET ASSETS

Invested in capital assets, net ofrelated debt
Restricted for:

Reserve for debt service
Special tunds
Capita.l project tund
Unrestricted (deficit)
Total net assets
Total Liabilities and tret Assets

See notes to financial statements.

Govemmental
Activities

$ 7,060,123

2,394,891

131,659

$ 7J.219.0r8

$ t,034,223

475,596

42s.650

t,024,533
9,'.?11,939

12,611,941

56,243,349

925,436

I,249,2r',7

6,367.7 58
(4,238,683)

60,s47,017
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MI'IICIPALITY OF UTUADO
RECONCILIATION OF TIIE STATEMENT OF' REVEITT'ES,

EXPEITDITURES, AITD CIIAITGES IN FI'I{D BALANCES OF
GOVERI{MEITTAL FUIIDS TO TIID STATEMEITT OF ACTIVIiIES

YEAR ENDED JI'![E 30, 2O1O

Net change in fund balance - total govemmental funds

Amounts reported for govemmental activities in the statement ofactivities
are different because:

Govemmental funds repon capital outlays as expenditures. However,
in the statement ofactivities the cost ofthose assets is allocared
over their estimated useful lives and reported as depreciation expense.

Purchase ofproperty $
l€ss: current year depreciation

The repaiment ofthe principal of long-term debt consuftes the cunent
financial resources of govemmental lirnds. The tmnsaction.
however, has any effect on net assets.

Principal pay,rnents

Change in tret aslets ofgovernmental actiyities

See notes to financial statements.

$ 1.540.83s

4.307,813
(7|'t,4t9) 3,590;394

555 000 555,000

-t?-



MIr[rcrPArtfY oF I/rU DO, PUERm RICO
BUDGETARY COMPAfi AION SCIIEDT'LE (BI'DGET BASISI

(}EIIER.aJ, tr'I'}ID AI{D DEBT SERVTCE FI'ND
r{)R THE FISCAL YEAR EI{DED.'I'NE 30. 2O1O

Budge&d Amomrl
tu8iid tihal

REYENIru:

Intergovemmental revenues
Licens€s, pen its and fines

Rent ofprop€ni€s

Municjpal Sales Tax
O.her finecial sources

f,XPEIiDITT]R.ES:

Curent:
GeneBl govemmerr

Public safety

Health

Culture and r€.r€3tion
Other expnditure

ExBs of revenuB oa.. (utrd.r) e4enditur€s

s 340,72r

787,430
6,?57,993

742,275

210,000

165,780

152.20t
805,500

1,728,931

$ 11.190.8.17

s 340,721

7n.434
6,257,993

742,275
210,000

165,780

15?,201

805,500

1,778,937

s 11.190.837

$ 340,721

620.324
6.186,952

576,8s9

7t,526
19,M5

108,359

103.573

r,7l r,086
10,358,8{5

$
(167,106)
(7t,041t

(165,416)
(138A74)

046,335)
(43,842)

(10t,927 )
2,149

(831,992)

$ 4,915,124

3,0t3,825
1,499,121

611,568

739,91?

311,282

100,000

$ !t.190.837

$ 5,103,t77

3,313,531
r,208.387

482,568

619,875

269,993

193,306

_!_4,1m,q1l

4,s63,1t7
3,246,768
1,r89,81I

4E2,480

601.253

260,200

54,335
10,198,564

539.460

66,763

18,576

88

t8,622

9,793
138,971

792,273

Explanation of Difercnces:
Sourcevinfl ows of re$urces:

Actual amounrs (budgetary basis) ,alairabte for approp.iatior, fiom the
budgetary conrparison schedule

DilTerenc€s - budget to cAAp:
Rev€nues r€pon€d for financial reponirg pu.poses

Tokl revenues as reponed on the statemena ofrevenue, expendiru.e, and
changes ia fund batances

Uses/outfl ow of resourc€s
Achral arnounts (budgetary basis) ,,torat charSes ro apprcp.iationy, flom rhe
budgetary comparisoo schedut€

Differencls - budger to GAAP:
Non budgeted exp€ndirures
Exp€nditures budge&d this year from prior year
Other financial resources transferred ro debt seruice and othe. tun.ts

Total erperditores as report.d or thc stltencnt of revenu., erpenditures
lnd chrng. in fund brtarces

Se nots ro budgeta.y @mp6ison schedule.

_$___-u2JJ9r _S___G941)

s 10_358,845

211,706

I ro"s?6.sEi-

$ 10,398-564

<56,572)
189,553

(54,335)

l-lo"{??Jro
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,201O

GENEML ORGANIZATION

The Municipalify of Utuado (The Municiprlify) was founded in 1881. The govemmental
system of the Municipality is composed of the executive and legislative bodies. The Mayor is
the Chief Executive Officer and is elected every four years in the general elections of Puerto
Rico. The legislative body consists of fourteen assemblymen also elected in the general
electioN of Puerto Rico for a four-year period.

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

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

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a. &pe4!!g-E!!!q

The Municipality's fina[cial statements include the operations of all depanments and
separate legal entities for which the Municipalif is financially accorurtable or for which
exclusion would leave the financial statements misleading or incomplete.

In June 1999, the GASB issued Statement No. 34 Basic Finenciul Statements and
Managertent Discussion and Analysis for State and Local Goyernhents- This Statement
establishes new financial reponing requirements for state and local govemments. It requires
new information and restructures much of the information that govemments have reported
in the past. Comparability with reports issued in prior years is affected. In June 2001, The
GASB issued Statement No. 37 Basic Financial Statements and Management Discussion
dnd Anausis fot State and Local Governments Omnibus, which in part addressed the
Management Discussion and Analysis (MD&A) requirements, Progtam Revenue
Classifications and Major Fund criteria requirements in the reporting model in Statemelt
No.34.

The Municipalily implemented this Standard for the fiscal year ended June 30. 2004.

-19-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 201O

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

b. Financial Reoortine Entity

The accompanying basic financial statements include all departments, agencies and
municipal entities that: (l) are under the legal and administative control ofthe Mayor, and
(2) whose funds are under the legal custody and control of the Municipality's Director of
Finance, as prescribed by Law No. 81 of August 30, 1991, as amended, known as the
Autonomous Mutticipalities Act of the Comtnotwealth of Puerto Rico. The Municipalify's
management has considered all potential component units for which it may the financially
accountable and other legally separate organizations for which the nature and significance of
their relationship with the Municipality may be such that exclusion of their financial
statements from those of the Municipality would cause the Municipality's basic financial
statements to be misleading or incomplete according to GASB Statement No. 14, - 7l,e
Fikancial Reporting Entity (GASB No. 11.)

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

c.@
The basic financial statements include both government-wide and fund financial statements.
While the previous model emphasized fund types (the total ofall funds ofa particular type),
in the new reporting model the focus is on major individual funds (within the fund financial
statements). Both the govemment-wide and fund financial statements categorize activities as

govemmental activities. In the govemment-wide Statement ofNet Assets the governmental
activities (a) are presented on a consolidated basis in one column, and (b) are reflected, on a
full accrual, economic resource basis, which incorporates long-term assets and receivables
as well as long-term debt and obligations.

The Govemment-wide Statement of Activities reflects both the gross and net cost per
functional category. The Statement of Activities reduces gross expenses (including
depreciation) by related operating grants and contributions. The operating grants include
operating-specifi c grants.

This govemment-wide focus is more on the sustainability of the Mulicipality as an entity
the change in aggregate economic position resulting ftom the activities ofthe 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 f'unds are aggregated into a single column.

-20-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

c. Basic I'inarcial Statements-GASB Statement No. 34 (Continuation)
The govemmental funds financial statements are presented on a curent financial resource
measurement focus and modified accrual basis of accounting. This is the manner in which
these funds are normally budgeted. This presentation is deemed most appropriate to (a)
demonstmte legal and covenant compliance, (b) demonstrate the sources and use of liquid
resoulces, and (c) demonstrate how the Municipality actual experience conforms to the
budget or fiscal plan. Since the governmental fund statements are presented on a different
measurement focus and basis of accounting than the govemment-wide statement, a
reconciliation is presented on the fund statement, which briefly explains the adjustments
necessary to transforn the fund based fi[ancial statements into the govemmental column of
the govemment-wide presentation.

d. Basisof Presentation

The new model as dehned in Statement No. 34 establishes criteria (percentage ofthe assets,

liabilities, revenues or expenditures/expenses of either fund category or the govemmental
and enterprise combined) for the determination or major funds. The Municipality repofis
the following major funds on Fund Financial Statements:

Majot Fun.ls

Genetal Fund - Always a major fund. The general fund is the main operating fund of the
Municipality. It is used to account for all financial resources except those required to be
accounted for in a[other funds.

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

Bond issue Fund - Bond issue funds are used to account for the net proceeds of the bond
issued debt ofother financing sources that are legally rest cted specified purposes.

Debt Serfice Fund Debt service fund is used to account for the acclrmulation ofresources
for, and the pa),ment ol general long-term debt p ncipal and interest.

Head Start Prosram Funds The special revenue fund ofHead Start is a major l'ul1d used

by the Municipality to account for revenues derived from the grant that is legally restricted
by outside parties for use on specific purpose. The uses and limitations ofthis revenue fund
are specified by municipal ordinances offederal and state statues.

-2t-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OTO

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

d. Basis of Presentation (contitruation)

Homela d Security Fund - FEMA fund is used to account for the financial resources for the
acquisition of personal prope(y and/or construction of major improvemelts which are l1ot
financed by other funds.

This fund accounts for revenue sources to provide comprehensive health, educational,
nutritional, social and other services to economically disadvantaged pre-school children so

that the children will attain overall social competence.

However, resources restricted to expenditure for purposes normally financed from the
general fund are rcported in the Municipality's general fund provided that all applicable
legal requirements are appropriately satisfied. In this case, a special revenue fund to account
for such kind oftransactions will be used only iflegally mandated.

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

e. Basis ofAccounting

The accounts of the Municipality are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The Municipality has created various types
of funds. Each fund is accoturted for by a separate set of self-balancing accounts, which
include its assets, liabilities, f,rnd balances, and revenues and expenditues/expenses, as
applicable. The individual funds accounts for the goverrunental resources allocated to fhe
Municipality for the purpose of carrying on specific activities in accordance with laws.
regulations, or other restrictions.

Measurerrrenl Focus, Basis ofAccounling andrtnancial statement presentaliofi

Goremment-wide Financial Statements The govgrnment wide financial statements are
reported using the accrual basis of accounting. Revenues are recorded when eamed and
expenses are recorded at the time liabilities are incuned, regardless of when the related cash
flows take place. Non exchange transactions, in which the Municipality gives (or receives)
value without directly receiving (or giving) equal value in exchange, include grants.
Revenue from grants is recognized in the fiscal year in which all eligibility requirements
have been satisfied.



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

e. Eg.gjlgl4!!.qg.gl!.lg_(continuation)

Govetnmental Funds Financial Statement - Govenrnental funds are reported using the
curent financial resources measurement focus and the modified accrual basis ofaccounting.
Under this method, revenues are recognized when measurable and available. "Available"
means collectible within the current period or 90 days afier the end ofthe period to use them
to pay liabilities ofthe current period. Miscellaneous revenues 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. Expenditures
are generally recognized when the related fund liability is incurred. General capital asset

acquisitions are reported as expenditures in governmental funds.

Governmental Fund Types / Governmental Acti|ities - Covemmental funds are those
through which most governmental functions of the Municipality are financed. The
acquisition, use, and balances of the Municipality's expendable financial resources and the
related liabilities are accounted for through governmental funds. The measurement focus is
upon determination of changes in financial position, rathq than upon net income
determination.

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

Encumbrances

Govemmental funds employ encumbrances accounting. Under the encumbrance system, all
pwchase orders, contracts and other commitnents for the expenditure offunds are recorded
in order to reserve that podon of the applicable appropriation. Under generally accepted
accounting principles, encumbBnces outstanding at year-end are reported as reservations of
fund balances and they constitute neither expendittues, nor liabilities. Encumbrances
constitute the equivalent of expenditures for budgetary purposes only, and accordingly, are

reported with expenditures in all budgetary basis statements.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATf,MENTS

JUNE 30,20t0

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

g. Budsetary Control

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

(1) On orp or to may 15, the Mayor submits to the Municipal Assembly a proposed budget
for the fiscal year commencing the following July lst. The proposed budget includes
estimated expenditues and their financing sources.

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

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

(4) Subsequent to the enactnent of the annual appropriation ordinance, the Municipal
Assembly has the authority to make necessary adjustments to the budget.

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

The actual results of operations, presented in the Statement ofRevenues, Expenditures and
Changes in Fund Balances-Budget and Actual-General Fund, are reflected iIl confomity
with the budgetary accounting of the Municipality for a befter comparison with the budget
information.

Amendments to the budget, and budgetary transfers related to personal expenditures, require
the approval ofthe Municipal Assembly. Non-capital encumbances lapse at the end ofthe
next fiscal year. During the fiscal year, the Municipality maintain its original budget for the
revenugs arld expelditures.

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

(1) Encumbrances arc recorded as expenditures under the budgetary basis and as
reservations offund balance under the GAAP basis.

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

(3) The Municipality receives certain revenues as contdbutions ftom govemmental entities,
legislative and private parties, which are not included therein nor are the related
expeoditures.

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

-24-
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

h.

l.

j.

Leqal Compliance

Article 7.003, Law No. 81 of August 31, 1991. amended require that Mayor provide to

itl"*iapa L"gi.i"r." an annual b'-alanced budge indicating: t) interest' amortization and

retirement pub-lic debt, 2) statutory obligations. 3) judicial claims payments' 4) any amount

io 
"or"t 

p.io, y"urs d"ficit, 5; iontrait commitments and operational expenditures For

annual interest and principal debt amortization, CRIM provides atulual 
-estimated 

rcsources

tfrui *ill te obtained oi additional special prope y ta'{ (municipal) collections The

U"ri"ip"fity" malagement shows budgetary ftnancial slatements in general and debt

t.*i"" i".J! i. 
"".pilun"e 

*ith stut" lu* und which are based in annual activity The legal

i"r"i oi ttJg"".v 
"ontol 

is at the individual department level for general fund (Mayor and

i.gi.intr." f,t"atj *penditures, and annual p n;ipal and interest due for debt service fund'

DeDosits

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

special purpose bank accounts, except for caih and investments rcstricted by law Each fund

.i"".a.'iit'.qti y interest in ihe pooled cash balance The available cash balance in the

g"""t"i 
"fr""ii.g """ount 

beyond immediate needs is invested in interest-bearing deposits'

a"""."ffy, "*f] it deposited in interest-bearing bank accounts lnvestment eamings are

credited to the respective fund.

Inventories

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

i a.i if," """ ofprrchases is recorded as expinditures and the inventory is not recorded in

the basis financial statements since amount is insignificant'

Crnital Assets

Fund Fi a cial Statefients

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

Go|ernme t-ll/ide Financial Statefients

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

"J.ut"a 
fuii,rutu" at the time they are received by the Municipality and is capitalized in

itr" S,u,"-"n, of net Assets. Majoi renewals and betterment are capitalized: replacement'

In"lr,"r-"" and repairs, which do not improve or extend the life of the respective assets'

are charged to operations.

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

line basis.

Control (continuq



MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

l SUMMARY OF SIGNIFICANT ACCOUNTTNG POLICIES (Continuation)

k, Vacation and Sick Leave and Other ComDensated Absences

Municipal employees are granted 30 dals of vacation and^ !! lafs of sick leave annually'

v"""1"', r*ri, may be aciumulated up to a maximum of 60 days and sick leave up to a

.*irnu, of 90 iays. In the event of employee resignation' 
. 
the 

^employee 
is paid for

"""r-"iui"a 
,ua",i", days up to the maximum allowed. separation from employment prior

,"-r"" "f "ff 
or part ofihe sick leave terminates all dghts for compensation' except for

employees with t"n yeu., o. more of service who are entitled to sick leave pay to the

mai.lmum atto*ea. tie Municipality is required to pay excess sick leave over 90 days on or

b"fo." Ma,"h 3l ofthe accumulate,l excess at December 31, of prior year' Employees'

marimum allowed accumulated vacation, with the employer's share of payroll taxes, are

accounted for the Statement of Net Assets.

l. Insurance

The Municipality has insurance coverage for its public facilities and equipment' primarily

a 
-p.rii" 

pi","irr" in case of disaster and othir losses Also' principal olficials ofthe

frftiniclpafi'ty are covered under various surety bonds The Secretary of the Department of

ilr" i."i.*y 
"f 

,1. Commonwealth of Puerto Rico is the designated agency to obtain the

necessary insurance coverage for the Municipality'

m- Restricted Assets

I |eslnents and Cefiificates

Certain proceeds ofthe Municipality revenue bonds as well as certain resources set aside for

,f,"ii ."puy."nr, are classified as ristricted assets on the bala[ce sheet because their use is

iiritJ'uy uppfi"uur. bond covenants. The "revenue bond" maintenance account is used to

,"p"n1h;r"'.!rra ptoceeds that are restricted for use in maintenance of the properties The

i'iiuanu" uona fun'd accounf is used to segregate resources accumulated for debt service

puy."oo or"t the next twelve months The "Debt Service Account" is used to report

L"o*"", ,", aside to make up potential future deficiencies in the "revenue bond fuud

account".

Cashwith.fiscal aPent
iG;"rlrfih fi"""I 

"gent 
pertaining to the debt service represents property tax collections

retained ty the Goveimment Deveiopment Bank for Puerto Rico. and^another financial

institution restricted for the paymeni of Municipality's debt service (See Note 12) and

,nu."Jpio"""a. fto- bonds and notes issued priniipally for the acquisition or construction

of perm'anent improvements are accounted in ihe capital project fund ln debt sewice fund

-.'rln.""u."d uod 
"ollateralized, 

as no collateral is required by govemmental banks'
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MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2010

- 1. SUMMARY OF SIGNIFICANT ACCOIJNTING POLICIES (Cortinuation)

n. Reservations ofFund Balance

Undesignated- fund balances for any purpose'

Reservations of fund balance represent ponions offund balances that are legally se$egated

for a specific firture use or are nol appropriated for expenditure The Municipality has the

[otlor.ring resen ations olfund balance:

Y Encumbrances - Represent future expenditures under purchas€.order' contracts and

other commitments. These committed amounts generally will become liabilities in

future periods as the goods or services are received'

>DeblSer\,ice-Representslletassetsavailabletofinancefuturedebtservice
payments.

I Capitat Prcjects Fund - Represent net assets available to finance future capital

outlays.

D Special Rewnue Fu d- Represe[t net assels available to finance specified outlays'

I Bond Issue Funtl - Represent net assets available to finance specified outlays'

D Special and Other 
""/s 

Represent mainly resources set asid€-for use in federal

and state grant programs accounted for in the special revenue funds' and resources

*"if"Uf" i" the glneral fund for the paymeni of cerlain accounts payable and

commitments approved bY GDB'

o. hterfundtransaction

The Municipality has the follo$ing type ofransaclio^n among funds: 
- . .'^;;;eiift i;sfer - Legi-l( required tmnsfers.lhat.are reported when incurred as- ;6p"r",i-ig1,-.r"r-in ' b-1' t(e recipient fund and as'operating transfer-out" by the

disbursing fund
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MUNICIPALITY OF UTUADO, PUERTO RICO

NorEs ro FrNANSfloiIorr*r*r.

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

p. Claims and Judgments

The estimated amount of the liability for claims and judgments' which is drte on demand'

r""h; i; a;judicated or settled claims, is recorded in the general fund and in the

Statement of Net Assets.

l.

Use of Estimates

The rrrerraration of financial sratements in confomity with genelally accepted accounting

il"i;H;;;;;;;g"-*i ,o 
'nut" ""titates 

and assumptions that eff€ct the reported

h#;;il;; illiufiiri,t., *o ai."lo.ure of contingenr assets and liabilities at the date

ii ,f," n.-"i"f u""ments and the reported amounts oi ."u"nu., and expenses during the

ieporting period. Actual results could differ from those estimates'

Totals Column (Memorandum Onlv) Governmental Funds Statement

The total data under this column is presented only to facilitate financial analysis Data in

,f"." "rir-, a" not prcsent financial position or resutts of operations in conformity with

n.rr",utt, u"."rr.O accounting principles Such data is nol comparable to a cnnsolidation'

iince lnier-fund etiminations hare nol been made'

2. PROPERTY TAXES

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

...oonr;t t. ior,ta 
^sessment 

ofatt real and personal properly localed wiLhin rhe Municipality

.i[irra" 
".a 

i".,r,le levy, administration and collection ofthe conesponding taxes.

The property t&\ is levied each year on the assessed value ofthe property at the beginning ofthe

;;il;;i;;..;;.ed values of real propertv are established at the estimated curent value

"riritru 
i, irt" y"". i9s7 and of p"ttonut piop"tty at the curent value at the date of the

assessment.

Real propen) taxes are billed by lhe CRIM and a'e due in two equal installments in July and

i-rair'l"ff;*.g,tt" assessment date Personal property ta'{es are self-assessed ad are due in

May li, when the property ta\ retum is required to be filed
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MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2010

2. PROPERTY TAXES (continuatior)

The tirx rate per annum is 8.83% for real property and 6 81% for personal propefiy of which

3.83% and 1 83%, respecti'ely, Uefones io ihe'Commonwealth ofPuerto Rico and 4 50lo ofboth

^"""".t< helono ro the Muricioalitvl-iron. *. po.rion belonging to the Mutricipality' 106

:#HJ';il"il;;i"io"i*;;';;;; 'tt which is appropriaied ror generar purposes and'

iiili;:: ffi;';;'i"1-ii'7"'el rr'" een"'at tund rhe remaining ponion betonsins ro the

ffi;i;i;;[,y ;ii.3% ,.pr"r"nit *tt ual'uiorem" tax withheld bv the cRIM as fiscal asent' and

;esiriil # d"b, service which is accounted for though the debt service tund (See note l1)'

il'il;ililiry h", ,.u"r'"d th"-tu*l-o' ttututo'y- tu* rate limit for the basic tar while

there is no limitation for the ad-valorem tax rate'

Complete real propeny ta\ exemprion is granted by the Cornmon\ eallh.oI Pueno fuco on the

i,.,'iiis.Orid ,jf,i,. ;r.er..d .;tu;lio;;f o.r,nei occr,rpied residential units Howe\er. lhe

ilii;il'"r,r;;J;r1;"tu11 ulnollniituita, '*""pt 
for residential units assessed at less than

q1 500 on which a complete 
"t".pti"n 

it gt*ttd V"ttt*' have additional exemption from

I^';JIl;"d!.r6, 1iff"";;;;;i;.';i;uip'op"nv rhe Department or rreasurv instead or

tt a f.op"ny ,u*puy". becomes the source ofpayment in these cases'

Complete exemptiol ftom personal taxes up to an assessment of $50'000 is gnnted to retailers

with-an ann,-ral volume ofnet sales under $150'000'

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

be used for the debt s".ui"", *ftict' .t,lilt Ue'"otte"ted in tt'" fit"at year' The basic tax is advanced

i" ii" nfr.f"ip"fi,y during such fiscal year- lt is the 
. 
practice t.o.,1T:ti'" these advances

it rougtt tt 
" 

.utt"qu.nt collection by the CRIM of the basic tax tiom the taxpayers'

The basic property tax advances ftom the CRIM are recorded irrfhe.geneml fund as other

;;;i;fi;:;.'A, trti, tut it torr""i"J urrJ reported bv the CRIM' it is recorded the general

l'und as revenug. The p,op""y tu* 
'"-"a'"a 

ftom ihe Department of Treasury' which is relatedlo

;;";;;;t",t"; g.-t.a iv ihe co;;;ealth of Puerto Rico is reflected as revenue in the

general fund.

Since the collection of property taxes ftom the taxpayers is under' the administration of the

CRIM, the Municipality .""ogni'J ^ uo t*ptf^i:':"- li: tP*I::nat expenses allocated bv the

intv ro ttre uunicipaiity. uhich amounted to $ 82-456 durrng 2ulu
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MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30,201O

2. PROPERTY TAXES (continuation)

The following is a summary ofthe propen) taY advances' thar resutled-in.an account payable'

f"i,;';;;;;iJjr"" r0"20l0 Ti;;f;'iling pavable is presented as a revenue in the general

fund to Fund Financial Statement'-J-"'-? 
""*rr'" 

in the Govemment Wide Financial

Statements.

Accounts PaYable:

3. DEPOSITS

Deoosits include certificales oi deposits amounting to $3 1 million The Municipality's cash

ilffi;"til;"*;r;;"10, ioro, *t* entirelv covered bv the Federal Depository lnsuance

tililil;;;r;,uii"id"o ti it" t'u'[' una.tad bv the Depanment of the rreasuv

DursLrant to applicable laus uno 
"gu-larion' 

Cash wilh fiscal agent is mainlained in interest-

#;;;'";;",i;',-; ;. co'".n 'ii o"u'iopment Bank lor Puino tuco in the debt serr ice

fund are unsecured -a un"ottur"'J'"i i' no coltateral is required to be carried by

govemmental balks.

Puertofucolawsauthozegovemmenlalentitiestoinvestindirectobligationsorobligations
suaranteed by the fed".ur gou""rn";i;tlhe Commonwealth ofPuefio Rico The Municipality

is also alloued lo invesr in b-k ;;pi;;;t. ;iher bank obligarions and cenificates ofdeposit

;;;;;;i;i;.tiilns authorized ioio t"ln*t under the federa.l and commonwealth laws'

Durinr. lhe )ear. the M unicipality'l'*"trta iit n'"at in inlere$-bearing hanl accounls' and

."rr""lt"* .1"ir,""i.. "ra.pcltl'' 
iia"'i"it s';imore tharl q0 days' the cenillcate considered

as cash equivalents.

rtization thro collections of
6,996,224

07-01-09 - 06-30-10

,tar^". ."."ir"a, OZ-01 -!9; Wl9:] !
0 r,431)

Other disbursement

lue fn m CnlM - 2008
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MUNICIPALITY OF UTUADO. PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

4. CONCENTRATION OF CREDIT RISK

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

warranty by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Deposits in
excess of $250,000 are collaterized by the bank securities to property safeguard such funds.
Nevenheless, management believes that concentration of credit risk is limited because

balances are deposited with high standing financial institutions.

5. MUNICIPAL LICENSE TAXES

The volume of business tax is levied each year based on the prior yeais gross revenues for all
commercial and indust al organizations doing business in the Municipality and which are not
totally or partially exempt from this under the lndust al Incentives Acts of Puerto fuco. All
taxpayers are required to file their declarations by April 15 ofeach year.

The tax rates are as follow:
1o% for financial institutions
for all other organizations 0.5%

Ta,\es are payable in two equal semiannual installments on July I and January I following the
levy date. Ifthey are paid before their maturity, the taxpayer is granted certain discounts.

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

The minimum gross revenue to file the Volume of Business Ta\ Declaration is $5,000 and the
ma\imum ta\ payable is $25. The date to file the Volume ofBusiness Tax Declaration is April
15. The Municipality grants a 5yo discount, if the ta,\es are paid on or before April 15.

Otherwise, 507o of taxes payable must be paid within the first 15 days of each semester
beginning with the first semester ending December 31.

The Municipality recognized an account receivable for the estimated mwicipal license taxes to
be collected during the first two months of next year, but conesponding to current year.

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

recorded as defered revenues.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

6. INTERFUNDTRANSACTIONS
Due Frorn-/To Other Funds (Fund Financial Statement)

lnta-Entity Transactions Transfers between the funds ofthe primary govemment are reported
as inter-fund transfers with receivables and payables presented as amounts due to and due from
funds. Inter-fund receivables and payables generally reflect temporary loans, billings for
services provided and re ofex itures. The balance are as follows:

For the most pafi, the effect of inter-fund activity has been removed from the Statement of Net
Assets (Govenment Wide Financial Statements).

7. INTERGOVERNMENTALREVENUES
Sources of intergovemmental revenue consist primarily of govemmental payments from the
Commonwealth of Puerto Rico and in lieu of tax" payments ftom cetain "quasipublic"
corporations, such as the Puerto Rico Electric Power Authority.

Grants and subsidies received fiom the Conmonwealth
general subsidy for capital improvements. Almost all
accounted for in the general fund.

DUE TO GOVERNMENTAL ENTITIES
As of June 30, 2010 balances due to govemmental entities of the general fund consists of the
following:

Governmental Entities Due to
Puerto Rico DeDatrnent ofTreasury $ 10,662

Puerto Rico Water and Sewer Authority 29,16',1

Puerto Rico Association of Employees 7,339
Puerto Rico Retirement System 381,171

General Administuation Services 405

Puerto Rico Telephone Co. 10,096

State Insurance Fund Corporation 14.336

Pueflo Rico Depatrnent of Labor 2t,820
Totals $ 475,s96

of Puerto Rico include, along others, a

these intergovemmental revenues are

8.

321.036 s r,493, r4 r

t71,70'7

Head Start Pro
t,09t,7'7 t 26,391

Homelard Securiry Program 126,250
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

.IUNE 30, 2o1o

9. CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2010 including those charges pursuant to the
implementation ofGASB Statement No. 34, follows. Land and construction in progress are not
subject to depreciation was as follows:

Govemmental activities:
Capital assets, not being depreciated:

Land
Constuction in progress

Toial capital assds notbeing deprecjated

Capital assets, being depreciated

Buildings and building improvements

I nfmstru cture
Equipment

Vehicles
Total capital assets being depreciated

L.€ss accurnulated deprccadon for
B uildings and building impmvemena
lnflastructule
Equbm€trt
Vehicles

Total accun ulded deprecialion

Balance
613012009 Addilions

$ 899,241 $ $ - $ 89241
6.16.116 t 221.436 0.927.9n) 6.059.641
'7,66s3s7 t 221,436 (r,927,9rl) 6,9s8,882

Retiremms
and Tmnsfos
dispositions

Balances
6t30t2010

- t2,877 924
- 58,586318

12) r,859,174

10,950,0 r3 | ,927,911
ss,632923 2,953,395

I, 130.700 33,950 (526,518) 3,638,132

72.506590 5,014,288 (559,310) 76,961,548

t,'7929s4

(6, r75,944)
(9,293,s54)
(t,230,902\

12,870,266)
(r 9,570,666)

99.032 (32,8

Q74,773) (6.4so J t 7)

('t0,645) (9,364,199)
(166,260) (1,397,162')

Q0s,741\ (3,076N7)
(717,4r9) (20,288,085)

5.01.1,288 (t 276,749) 56,673,461

_$_92@l__$ji9g9) -$_f@1!_

Depreciation expense was charged to functions asfollows:

TotalcaDital assets

Govemmental activities:

107.613

l5'1,832
358,7r 0
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,20IO

Government Wide Financial Statements

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

Fund Iinancial Statements

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

IO. CHANGES IN GENERAL LONG-TERM DEBT

1I. GENERAL LONG-TERM DEBT

General Obligdtion Bonds:

Vehicles, Heavy Equipment
Fumiture and Fixture
Computer and Electronic Equipment
Buildings
Infrasaucture
Improvements
In addition, the Municipality assigned a

4-to $300
10 $300
5 S300

40 $l
50 $l
2040 $ I

l0oZ residual value on most Capital Assets.

DescriDtion
Payable at

Juh l,2009 Additions Reductios
Ending
Balatrce

General Obli gations Bonds $ 9.889,678 s $ 555.000 $ 9334,678

Description Balance
6/30/2008

Due within one
year

Series 2001, 1,310,000 payable in annual installments of
$50,000 to $145,000 until 2016; with interest ranging from
2.7Yoto 5o/o $ 800,000 90,000
Series 1986, 165,000 payable in annual installments of$3,000
to $13,000 until 2011: with interest of5.75% 13,339 13.000
Series 1987, 130,000 payable in annual installments of$3,000
to $10,000 until 2016: with interest of5.87% 19,000 9.000
SUB.TOTAL 832,339 112,000
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2010

ll. GENERAL LONG-TERM DEBT (Continuation)

General Obligation Bonds.

Operalio al Bo tls:

Special Loans from Lottery Fu tls:

Description Balance
6/30/20r 0

Due within on(

Series 1995, 535,000 payable in annual installments of $10,000 to
$55.000 until 2014: with interest ranging from 4.7o4 to'7.2504

220,000 3s.000

Series I 996, 33 0,000 payable in annual installments of $ I 0,000 to
$25.000 until 2019: with interest mnsins from 4.1yo to 6.5oh

200,000 15,000

SUB-TOTAL ,120.000 50,000

Description Balance
6t30t2010

Due within one
year

Series I997,400,000 payable in annual installments of$10,000 to
$40,000 until 2016; with interest ranging from 3 .28y" to 7.81yo 180,000 25,000
Series 1997,235,000 payable in annual installments of$5,000 to
$20.000 until 2016: with interesl ransins from 3.28yotogvo I10,000 15,000
Series 2007,610,000 payable in annual installments of$70,000 to
$ I I0,000 until 20) l, with interest mnging from 3.93yo to 1Vo 385,000 85,000
Series 2009, 700,000 payable in annual installments of$85,000 to
$125.000 until20l5, with interest mnging from 4.7 5o/o to 1.5o/, 620,000 85,000

SUB-TOTAL 1.295.000 210.000

Description Balance
6t30t20t0

Due within one

Year
Series 2004, 1,060,000 payable in annual installments of$15,000
to $80,000 until 2028; with iDterest ranging from 4.1 7y" to 5.3lyo 935.000 2s.000
Series 1998, 165,000 payable in annual installments of$2,000 to
$l 1.000 until 2007; with interest of 5o% 132,339 5.000
Series 1998, 135,000 payable in annual iDstallments of$3,000 to
$9,000 until 2028; with interest of5% 112,000 4,000
Series 1998,341,000 payable in annual installmenls of$6,000 to
$23,000 until2026; with interest of5% 283,000 10,000
Series 2008, 1,510,000 payable in annual installments of $55,000
to $ 160,000 until 2013, with interest ranging from 3.93yo to 7.5o/o 1,395,000 65.000
SUB.TOTAL 2,857,339 109,000
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MUNICIPALITY OF UTUADO' PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

t l. GENERAL LONG-TERM DEBT (Continuation)

Special Loans fro Lottery Funds:

The annual requiremenls to a ortize all bonded debt outstanding as June 30, 2010 follows:

The Municipality is required to limit the amount ofgeneral obligation debt to loy" ofthe total

assessment of pioperty- located within the Municipality, for bonds to be repaid with the

proceeds of property tax rest cted for debt services. Other obligations include compensated

absences, LIMS refinance debt, claims andjudgments.

Description Balance
6t30t2010

Due within on(
year

Se.l". ,00SJ05p00 p"y"bl" in annual installments of$35,000

to $55,000 until 2014; with interest ranging from 3 93% to 7.5%
235,000 40,000

S*les 1008, 3,15 5.000 p"y"bl. lt annual installments of
$60,000 to $3,320,000 until 2015; with inter€st ranging from

5o/o to 7 .5o/o

3,695,000 65,000

SUB-TOTAL 3,930,000 t05.000

TOTAL s9,334,678 s586,000

1,186,1 l1571,111

r.189,225

1,090,500

9,701,0266,r32,678
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Year Ending Principal Inte rest T otal

201 1 586.000 128.407 914.40',7

20t2 615,000

2013 650,000 530,046 I,180,046

20t4 703.000 486,225

2015 648.000 442,500

Subsequent ]ears 3,568,348

TOTAL s 9,334,678 s 5,926,637 $ lsl6lJrs



MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30,2OTO

12. DEBT SERVICE FUND

The rcvenues ofthe debt service fund arise from the additional property tax and are recognized

lvt 
"n 

.ott""r"a -a informed by the CRIM (See Note 2) The CRIM rctains these collections for

,ft"-p"y-""t "ipti."ipal 
and interest of bonds and notes issued by the Municipality lnterest

in"".-i i. fo.,f,i p"v;ent of interest or sp€cial obligations notes and property taxes are for the

debt service requiiements of the genera obligations bonds and notes'

Principal and intercst on these obligations are paid by the Govemment Development Bank for

Puerto Rico from funds obtained from the Following:

Experulitures for the year 2009-2010 was as follo*s:

hi."iDal | $ 555'ooo

Interest 299.324

62'7,713

-3'7 -

PropefiYt&xes

MuniciDal sales taxes 344.042

General fund t92;705

TOTAL $1 .164.460



MUNICIPALITY OT' UTUADO, PUERTO RICO
NOTF,S TO FINANCIAL STATEMENTS

JUNE 30, 2010

I3. RETIREMENT PLAN

Plan DescriDtion

Regular employees of the Municipality contribute to a cost.sharing multiple-employer defined

t",l'"i,t t.ti,"..nt plun, administeied by the Employee' Retirement System of the Govemment

of puerto Rico and its instrumentaliiies (ERs). ERS covers all regular full time public

"-if"y""t 
*"*irg for the cenual go\emment, public corporations and.the murdcipalities of

prJn"' ni"". The system providJs retiremenis pensions, death and disability benefits'

Retirement benefits depend upon age at retirement and number of years of credited service'

birutitity ..ti."-"nt tenefits are av-ailable to members for occupational and non-occupational

disabilities. Benefits uest after ten years ofplan participation The system was created under Ac1

++J, uppro*a on May 15, 1951' "Retiremeni Pensions, Disability and De'1h Renefits"' as

u..nJ!i, uoa U""u-e effective on January l, 1952. ERS issues a publicly financial report that

ir"ira", hn-"iat statements and required' supplementary information of the Pla!' which may

t" oUtAn"d t oln tl'," fRS at G.P.O. Box 42005, San Juan Puerto Rico 00940'

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

31, 1990 or those attaining permanent statu; before that date (Old Plan) and for those hired or

attainirg permanent status on or after April 1' 1990 (New Plan) are as follows:

Elisibilitv

Age 55 and 30 years

Ofservice

Under 55 and 30 Years
Ofservice

OI,D PI,AN {LAW 4,I7)

Pension Benelits

75% of average highest compensation

during any years ofcredited service

65olo of average highest compensation

during any 3 years ofcredit service

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

;;l;;;";;i;;"i,i"quur to 1.57" of the highest compensation in anv 3 vears of credited

."*i".io..""1, y"ar 
"fservice 

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

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

Additional information of ERS is provided in its Iinancial statements for the year ended

"rrr"lO, zOiO a copy of which can be obtained from the ERS, Minillas Station' PO Box

42003, San Juan, PR 00940.
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wNE 30, 2OlO

13. RETIREMENT PLAN (Continuation)

NEW PLAN {REFORMA 2OOO)

Elisibiliw

Age 65 with 10 years
of service

Pension Benefits

1.50/o ofaverage compensation du ng
the final 5 years of credited services
multiples by the numbers ofyears
credited seruice

For both plals, the employees are vested when aftaining ten years of plan paflicipation.

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

will be increased every three years by 3% subject to the approval by the Legislature of Puefio

fuco.

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

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

with those ofthe current defined benefit plan. Benefits at retirement age will not be guaranteed

by the Commonwealth of Puerto Rico. The annuity will be based on a formula which assumes

that each year the employee's contribution (with a minimum of 8.215% of the employee's

salary upon to a maximum of 10%) will be invested in an account which will either: (1) eam a

fixed rate based on the two-year Constant Malurity Treasury Note or, (2) earn rate equal to 7570

of the retum of the ERS'S investment portfolio (net of management fees), or (3) eam a

combination of both altematives. Participants will receive periodic account statements similar
to those of defined contribution plans showing their accrued balances. Disability pensions will
not be granted under Reforma 2000. The employer's contribution (9.215o/o of the employee's

salary) will be used to fund the curent plan.

Fundins PolicY

The Act 447, as amended, is the authority under which obligations to contribute to the Plan by

the Plan members, employer and other contributing entities are established or may be amended

The requi.ed cont butions made by the Municipality were based on percentages established by

ihe Administrator of the System. Such percentages were not based on actuarial studies as

required by generally accepted accounting p nciples. An actuadal computation ofthe aDnual

contribution applicable to the Municipality has rlot been prepared. Accordingly, the amounts

by which the actual contributions diffe. from the required actuarial contributions are not known.
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MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2OlO

13. RETIREMENT PLAN (Continuation)

Cotrtribution Requirements

The Municipality's total payroll for the fiscal year 2010 amounted to approximately $2'461'105'

a;;.;;;;li legislation requires employees to contribute 
^5 

775olo of gross salaries up to

Si,fiiii pfr, B.275io of the gross saiary in excess of $6,60^0. 
. 
Municipalitv is required to

""irtri 
r:" s.r?sx of gross ilary u*'ily auting year 2010 

-^Municipality 
is required and

""i*i """,iit*lo. 
,ndir Act aa7 aJ Refonna 200-0 were $209'292 and $211'561 respectively'

Actuarial Valuation

As ofJune 30.2009, the ERS has an unfunded accrual liability of approximately $17 1 billion'

;.G;;;i;;; s.i"r" i*ai"g .utio. thit information is not available bv each participatins

go\emment agenc) or munlclpalllles'

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

,*i"ir*.. The projected ,.i,-"t"ait actuarial cost method was used for the actuarial

calcularion. Significant assumptions uere as follows:

7 .5Yo a Year
3-00% vear
For General Employees and Mayors, RP-2000

Emolovee Mortility Rates for males and lemales

n,oi.ci"d on u g"n"rational basis using Scale AA
'Foimembers 

corered under Act I27 RP-2000

fmDlovee Monalit\ Rales wilh blue collar

adi;slmenls for males and females. projecred on a

genemtional basis using Scale AA.

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

based oni study ofplan's experience from 2003 to

2007 Sample rates shown below are as of2005

and are theieafter projected on a generatioml basis

using Scale AA'

Post-retirement Disabled Mortality RP 2000 Disabled Annuitant Mortality Rates,

wlthout Projection'

a) lnterest rate

b) Salary increases

c) Pre-retirement Mortality
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MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JI,NE 3(), 2010

13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

d) Termination

e) Disability

Withdrawal rates vary by employee category'

Rates are based on the six month elimination
period rates in lhe Iq87 Commissioners Croup

bisabilitl Table. adjusted as set forth in rhe lable

belo*. Rates ol-disabiliry cease lo apply once a

member is eligible for the 75% of the Highest

Salary maximum benefit.

100% ofdisabilities occuring while in active

service are assumed to be occupational lor

members covered under Act 127. For other

members, 90oZ ofdisabilities occuning while in

active service are assumed to be occupational and

l0olo are assumed to be non-occupational.

Adjustmert to 1987 CGDT

Act embe.s Covered under
Act 127

Other
Members

44',7 100%

1 100% '7 5%

2000 100% if more than l0 Years
from retirement eligibility.

300o/o if at or past retirement
eligibility.

Interpolated from 10070 to
300% in the 10 Years

leading up to retirement
elisibilitY.

75%
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTESI TO T'INANCIAL STATEMENTS

JUNE 3(), 2OlO

- 13. RETIREMENT PLAN (Continuation)

tuarial V.luation (Continued)

0 Retirement Rates ofretirement vary by employment category'

Act, and by age and years ofCreditable Service'

A"t 447 G"r"tal E.Dlovees (Includes Gen9IqLII44f4glq lrnp&y

l0 r'eals
Service Condition

25 years 30 -vearsAge
45 to 49 10.0%

50 ro 53 15.0

54 20.0

55 ro 57 10.0% 20.0

58 5.0% 10.0 20.0

59 to 64 10.0 15.0 20.0

65 to 69 15.0 15.0 20.0
'70 100.0 100.0 100.0

Age
Sysrem 2000 Ceneral Employees,

Non-hazardous I Hazardous

60 to 66 t5.o% t2.0%

67 100.0 100.0

Act 447 Police & Fire
Service Condition

Agc 10 years 25 vears 30 years

45 to 48 t0.ovo

49 15.0

50
'7.0% 15.0

5l to 56 15.0 20.0

5',7 20.0 30.0

58 2.5% 20.0 100.0

59 to 64 10.0 25.0

65 to 69 10.0 30.0
'70 100.0 100.0
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATDMENTS

JUNE 30' 20ro

RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

System 2000 Police & Fire
Service Condition

Age 10 years 25 years 30 vears

45 to 48 9 ov.

49 13.5

50 6.3% 13.5

5l to 56 13.5 18.0

5',7 r8.0 27.0

58 225% 18.0 27.0

59 ro 64 9.0 22.5 21.0

65 ro 69 9.0 2'1.0 31.5

70 100.0 100.0 100.0

Accordingly, the pension expense for fiscal year 2010 was approximately $420,853 that

.epresentJd 100% ofthe cont butions required by funding policies ofthe Plan.

I4. LONG TERM LIABILITIES

Compensated Absences

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

statements. tl" bulun"i consists of unpaid, accumulated annual and sick leave balances The

liability has been calculated using the vesting method, in which sick leave amounts for both

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

are expected to become eligibl; in the future to receive such payments upon temination ate

included.

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

g) Propoltion ofparticipants with spouses 50olo ofparticipants assumed to b€ manied at

rctirement, with females assumed to be four years

younger than males.

h) Number ofemployees electing high l50% ofretiring employees assumed to pay

cont butions retoactive contributions at retirement'

i) Cost-of-living adjustments 37o every third Year

Govemmental activity June 30,2009 Net decrease June 30.2010
Due within
One year

Compensated Absences s 1,415,108 s 231,957 s 1,177,151 $ 238,890
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MUNICIPALITY OF UTUADO' PUERTO RICO

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2OTO

I5. LEASES

Owratille Leases

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

il;ri;;;it,r:';il;ises and equipment Most of the agreements are renewed annuallv Total

."ntui .ip"nait*e. fo, th" y"u, iodtd Jone 30' 2010' were approximately $75'428 included in

all funds.

16. CLAIMS AND CONTINGENCIES

co\!t4c9!!4;

As pr Act No. 72 of September 7, 1993, Act of the Health Insurance of PR Administration"'

{HlA) should negotiate with the municipalities a contribution from the operational budget for

the medical sen ices covered b) the Health Care Relorm

On July I, 1997, there was a amendment to Act No 72 in which it was established that the

tui-"J ar" to gia from October 1994 to June 30, 1997 will be eamed on the additional lottery

;;;. il;;;;; y"ar the Municipalitv pav to Health Insuance of Puerto Rico Administration

$ 295,067

Federal Ptosrams

The Municipality participates in a number of federal finalcial assistance programs Althor-rgh

the Municipality's grant prograins have been audited in accordance with the provisions of the

Sful" AJt, e"t ir tqs+,-rt amended, these prognms are still subject to firancial and

"o-ripiiar"" 
urdit. arra resolution ofpreviously identifred questioned costs These $ants are also

subilct to audir on behalf of rhe'grantors'lo assure compliance with grant provisions lf

"_;'*ii*".-." iirutio*"a due tJ noncompliance with grant progmm requirements, the

ilffi;;lifo 
..iral 

U. ,"q,,;,"a to reimburse the grantor agency Accordinglv' the

;;;i;i;;i;r'. compliance *ith applicable grant requirements will be established at some

future date. Nevertheless, the Municipality'' 
'iuougern"nt 

e*ptcts the.amount ofexpenditures'

*t'i"h may be ditullowed by the granting agencies from such audits' to be irnmaterial

Comptroller's Ol-fice Audits

The Municipality of Utuado Puerto Rico. has been audited by the Comptroller's Office of the

io-rnoo**ttl Lf puerto Rico. The Comptroller's office has issueda final report related to the

nn*"iui op..utio* of the Muricipality before theperiod ofthe single audit These audit report

;;-;;;;"; any findings .,tt"quentlv disclosed to Municipality operations bv the

Comptoller's Office.

The Municipality is a defendant in a number oflawsuits arising principally fiom claims against

,t 
" 

Urri"ipufiry fot ulleged improper actions lt is management's opinion' based on the advise

"iifr" 
f"gJ'""",i..f, ,frat ihe protabie claims against the Municipality not covered bv insuance

are by the amount of$125,000 at June 30, 2010'
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MUMCIPALTTY OF UTUADO, PUERTO RICO
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JUNE 30,2010

MI]MCIPAL SALES TAX

Pursuant to the provisions ofthe Law number 80 ofJuly 29, 2007 and effective August l, 2007,

the citizenship cotrtdbution was uniformly established in 1.5%, ofwfuch l% will be collected

by the Municipalities and the remaining .5% will be collected by the Treasury Department of
the Commonwealth of Puerto fuco. Also, lhis Law uniformed the use of the contribution of
1.5% in the followilg activities; solid waste disposal cost, recycle, public works and

imgovements, health services and security services.

The Mmicipalities of Puerto Rico are responsible to collect 1 
0/o of t}Ie conesponding tax with

the same exemptions and limitations that the poftion collected by Treasury Departrnent. The Act
pmvides and optional surax on the un-processed food. This sutax must be approved by the

Municipal Legislatue. The Treasury Deparunent is responsible to create tlle Municipal
Development Fund (.027o), the Municipal Redemption Frmd (.02%) and the Municipal

Improvements Fund (.01%0 with the remaining 0.5%. The Municipality collected $2,132,030

during the year ended June 30, 2010.

RESTATEMENT OF 2O()9 FINANCIAL STATEMENTS

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

been overstated or understated as well as other differences related with adjustmelts to capita.l

assets and reclassification of certain fund balances. As a result the net assets at June 30, 2009, as

previously reported, had been inoeased by $11,003,001 and the HUD Proglams had been

decreased by $19,440, the debt service fund increased by $308,309 , the other funds increase by
$241,955 and the General

General Eud Deh Other Net

Fufld Program Service Funds Assets

Begirminq balance at

June 30, 2009 $ 1,636,841 $ 915.504 $ 438.0r7 $ 2.586,',123 $ 43,899,7',79

Acaounts patable from
Driol vear cancelled 39.98s 308.309

Accounts Da,6b1e from
(61.3 72) 241,955

Prooertv fiom Drior vear 10.871.069

Besirmine balance. as

restated June 30, 2009 s r,676,826 $ 8s4,132 s 146326 $ 2,&8,678 $ s4770,848
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JUAI{ A. FELICIANO CHARNECO
Certifred Public Accountant

Urbanizaci6n Matienzo
151 Calle Miguel Salas

Arecibo, PR 00612

Tel: (787) 879-,1133
fax: (787) 880-1402

REPORT ON INTERNAL CONTROL OVER trINANCIAL REPORTING AND

COMPLIANCE AND OTIIER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERIORMED IN ACCORDANCE WITH GOVERNMENT

AIJDITING STAN'DARS

To the Mayor and Municipal Council
Municipality ofUtuado, Puerto Rico

I have audited the financial statements of the govemmental activities of Municipali8 of Utuado,

Puerto Rico as of and for the year ended June 30, 2010 and have issued my report thereon dated

December 15, 2010 which was qualified. I conducted my audit in accordance with auditing standards

generally accepted in the United States of Amedca and the standards applicable to financial audits

contained in Government Auditing Stdndotds, issued by the Comptoller General ol the United
States.

Internal Control Over Financial Reportins
In planning and perfoming my audit, I considered Municipality of Utuado, intemal control over
hnancial reporting as a basis for designing my auditing procedures for the pupose of expressing my
opinions on the financial statements, but not for the pupose of expressing an opinion on tlle
effectiveness of the Municipality of Utuado intemal contol over financial reporting. Accordingly, I
do not express ao opinion on the effectiveness ofthe Municipality of Utuado, Puerto Rico's intemal
conftol over financial reporting.

My consideration of intemal contol over financial reporting was for the limited pupose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial repoting that might be significant deficiencies or material weaknesses. However, as

discussed below, I identified certain deficiencies in intemal control over financial rcporting that I
consider to be significant deficiencies.

A control deficiency exists when the design or operation ofa contol does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a contlol deficiency, or combination of
control deficiencies, that adversely effects the Municipality of Utuado Puerto Rico's ability to
idtiate, authodze, record, process or rcport frnancial data reliably in accordance with generally
accepted accounting p nciples such that there is more than a remote Iikelihood that a misstatement
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the of the MunicipaLity of Utuado, Puerto Rico's financial statements that is more than
inconsequential will not be prevetrted or detected by the Mruicipality of Utuado, Puerto Rico's
intemal control. I consider the deficiencies described in the accompanying schedule of findings and
questioned costs to be significant deficiencies in integral control over firancial reporting as item
2010.03.

A material weakness is a significani deficiency, or combination of significant deficiencies, that
results irl more than a remote likelihood thar a material misstatement of the filancial stalements will
not be prevented or detected by the Mmicipality ofutuado, Puerto Rico's intemal contol.

My consideration of the intemal contlol over financial reporting was for the limited pEpose
described in the first paragraph of this section and would not necessarily ide iry a[ deficiencies in
the intemal contol that might be significant deficiencies and, accordingly, would not necessarily
disclose all significant deficiencies that arc also considered to be material weaknesses. However, I
believe that none ofthe significant deficiencies described above is a material weakness.

Compliance atrd Olher Matters
As part of obtaining reasonable assuJance about whether Municipality of Utuado, puerto fuco,s
financial statements are ftee ofmaterial misstatement, I performed test of its compliance with ce ain
prcvisions of laws, regulations, cotrtacts, and grant a$eements, troncompliance with which cor.dd
have a direct atrd material effect on the detennination of financial statement amounts. However,
providing an opinion on compliarce with those provisions was not an objective of my audit, and
accordingly, I do not exFess such an opinion. The results of our tests disclosed instances ofno
compliance or other matters that are required to be rcported lmder Govemment Auditing Standards
and which are described in the accompanying schedule of findings and questioned costs as item
2010-03.

I noted certain matters that I reported to manageme[t of Municipality of uttrado. puerto Rico in a
separate letter dated December 15,2010.

Muicipality ofUtuado, Puerto Rico's response to the findbg identified in my audit is described in
tle accompanying schedule of findings and questioned costs. I did not audit Municipality of
Utuado, Puerto fuco's respoDse and, accordingly, I exprcss no opinion on it
The report is intended solely for the information and use of management, Municipal councit and
federal awarding agencies and pass-through entities and is not intended to be and shoutd not be used
by anyone other tharr these specifisd parties.

Arccibo, Puerto Rico
December 15.2010

The stamp mrmber 2541932 l:sq1,9:a
was affixed to the
original of this report



JUAN A. FELICIANO CHARNECO
Certilied Public Accourtant

Urbanizaci6n Matienzo
151 Calle Miguet Salas

Arecibo, PR 00612

Tel: (787) 879-4433

Farr (787) 880-1402

REPORT ON COMPLIANCE WITII RXQUIRXMENTS dP, PLICABLE TO

ricriruaion pnocRAM AND INTERNAL coNTRoL ovER coMPLTANcE

IN ACCOR.DAtrICE WITH OMB-CIRCIILAR A'133

Independent Auditor's Report

To the Mayor ard Municipal Courcil of the

Municipality of Utuado

Utuado, Puerto Rico

ComDliance
I have audited the complEnce or rne Municipality of Utuado' with the^types of cgmpliT::

*.,,;*-*" described in the U.S. Office of i'4anagement and Budget (OMB) Circular A-133
'i)l^"tir""i srrii".rrr itrut ue uppri"utre to each of its major fedeml prognms for the year ended

l*Jib,'),i,0. "fi" v*i.lpJi,v "iut*a" 
major federal programs are idenrified in the summarl of

uJlto.i. .".ula ,""tlon ofthe accompanying sihedule offindings and quesioned costs compliance

;;il;;;i;;;;i;-oi iu*", 
'"gututio,"] 

contacts and sranls applicable to each of its major

i"J".J oro*ulnr i..fre responsibility of Municipality of Utuado Management My responsibility is

i" *pr.", fi "p*i* on oitrlunicipatity ofutuado compliance based on my audit'

I conducted my audit of compliance in accordance with auditing standards generally accepted in the

ilriiJi'L"" '"f a."rica; tire standards applicable to financial audits contained in Government

7"iii"ii*"a"rat issued by the Comptroliei General of the Uniled states;. and oMB Circutar A-

iii,';,irai t of states, Local Govemments and Non-Profit Orgarizations"' Those sundards and

il-r,as Cn"d", ,{-r:: require that I plan and perfom the audit to obtain reasonable assuance about

ih"tt o non-"n-pti-"e *ith the qpes of iompliance requirements refered to above that could

have a direct and material effect on a major federal program occuned An audit includes examining'

". " 
t.i-t*ir, *ia"nce about Municipaliry of Utuado's compliance with those requirements and

p".f""ri.g tr"fl 
",frar 

procedures as I ionsidered necessary in the circumstances l believe that my

Iraii pt"ria". 
" 

t"^"nable basis for my opinion. My audit does not provide a legal determination of

Muniaipality of Utuado's compliance with those rcquirements'

As described in the findings 2010-02 and 2010-03, the accompanying schedule of findings and

or."tlon"a costs. Municipality of Utuado did not comply with the requirements regarding cash

-*g.^"o, and reporting applicable to its Disaster Grant-Public Assistance and Housing choice

vo*f,"i . Co-pfi"irce wi-ttr iuch requirements is necessaxy, in my opinion, for the Municipality of

Utuado, to comply with the requkements applicable to that program'
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rn my opinion. excep'{o'*:-",f1::':':i';HI'Itln:""HTfl;[1,1".ff#f;i:#d"'.;'fl':
of Utuado. Pueio fuco' complled ln'- - - ^^^" ^6 i,. -,i^r feileral Drog.ams for rhe year ended

rhar could have a direcr and rnarenal :t'"T'"il;,';;';:::'O.;?,""r." ai*rlr'",r'* irstances of non-

:ff"i'h::'3i,iffli'.:l",.l:i::;,:] k'"t *" i.qui"a to be repo(ed in accordance win oMB

circular A-lll and which are a"t"t'*i'in'ti"-u""1'pan) ing schedule of findings and quesdoned

cosrs as items 2010-02 and 2010-01

#ffi##ffi ffi*rr"d"i:,r:T'::ibl?1::i:":l:lll,'^fl ':1i1"1.Hffi :^ry;The manaqemenl 0r 'vr urr rLr lJa "r, "' "'r- r.*ii""i*it of laws' regulations' contrzrcts and grants
intemal control over 

"otpri-'"-" -Yliin"nHi oi.iir.irri, "'a:t 
l considered Municipal-iry of

ilS:1f J".5'iJiiiil"'"+""j'#j$t[""*uru,tU;l-lm.:tnl,';::ll,

*!;:ff ir;;iffi 
't:"J#fl 

LTf 'f ;;;1s'":i"ffi:xtg;i:runr'*l'x"+
effecriveness of intemul 

"onuot 
out' to'iiii*t" a"""ai"!rv' I do noi express an opinion on the

:il:iffi;;;iM;;i"iputirv orutu'ao Pueno Rico's intemal control overcompliance

Mv consideration of intemal contol over compliance was for the limited purpose described in the

oreceding paragraph and wor-rld 
"()t '""t*tif'lJ*ti$ 

all deficiencies in the entity's intemal

conrrol thal might be signiticant dtt't'"nti"' o' rnutt'iul weal(nesses as defined helow However' as

discussed below, I id"otif,ea c"'tam a"i'liln"i"s i" int"mol 
"ot't'ol 

over-compliance that I consider

il"#:ilil;;i;;i;il;s and others that I consider to be material weakness'

A control deliciency irl an entity s intemal conbol over compliance exists when the design or

lr"'J*"'.i I ..""i, does not allo* 
'nuiug"*"ni 

o' 
",nptoyees 

in the normal course of performing

.ir1::+ii:::it';i;:'"1,il\:'f::;' r':;::niil;;;i::.:1T,":':H'l'ffiT:T"":fl1i
::J#Tr"i':1ffi;i ;;;;.i;:1,h";;"",,"if un""t, tu" 

",tity's 
ability ro administer a fedeml

oroqrant such that there is rn-" tf'ui- u t"-oi" likelihood that noncompliance with a type of

::"iffi;;;il;;-"ru or u r"a"'a ptig"' that is more thun inconsequentiat will not be prcverted

or detected b) *Ie entity's intemal conlrol

Amaterialweaknessisasignificantdeficiencv.orcombinationofsignificantdeficiencies,that
;.il;i;;r;ail u ,",notl" tit"tit,ooJ ttrui material noncompliance with a tvpe of compliance

.*li'...", "i ^-i"d.,"r 
p'"g'" *irr no1[t ptt'"nrta or detecied by the entity's intemal conrol'

#il #'ili-;;r,"iJ*i i' il1r"tut tont'ot over compliance described in the accompanfng

schedule of findings and ql]"'tlo"t *'tt'l consida itetns 2010-02 and 2010-03 to be material

weakness.

-49-



Municipalitv of Utuado. Pueno Rico's response lo the findings identified in mv audit are described

in $e accompanving schedule of n"ii"e!"lii 
'i'"lil"*a :;1: 

! 
;li ,i"t audit Municipalitv of

Unuao, pu.tro ru"ots response and' accordingly' I express no optruon on tr'

This report is intended sotely for the information and use of managemen! Municipal Council' others

within the etrtiw, and f"a"rur "**o-g 
ug"i"i"; a"a puss-ttuo'lgli 

"ntities 
and is not intended to be

,^i.-tr"rra 
""i 

6" ,*d by anyone other than these specified panies'

Arccibo, Puerto fuco
December 15,2010

The starnp number 2541933
was affixed to the
original ofthis report a5 q l,cl3

6 ruer F. mltcteNo cIIARNECo

Expires December 1, 2013
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MUNICIPALITY OF UTUADO, PUERTO RICO
SCHEDI'LE OF EXPENDITT'RES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2OTO

Federal Grantor / Pass-through Grantor Program Tille

Federal

CFDA
Numbe.

Pass-through
Grantors Number

Federal
Expenditures

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Proqmm:

Deparlment ofHousing and Urban Development Public
and Ind;an Housing

Section 8-Housjng Choice Voucher Program

ARRA - Homeless Prevention and Rapid Re-housing

Pass{rouqh State - Commissioner Office ofMunicipal Affairs:
Community Development Block Crdnt
Small Cities Pmgram - SBGP

TOTAL U.S. Df,PARTMENT OT HOUSING AND URBAN DEVELOPMENT

U,S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS]

Passed-trouqh The Commonwealth ofP.R. Covemors ofnce for
the Care and Inteqral Development ofChildren:

11.87t RQ46-VO-54-001 $ 1,210,268

14.25',7 s 276,27 tN/A

Head Start
ARRA - Head Start
ARRA - Early Head Start

t 4.22a B-09-MC-',72-0016
t4.228 B-08-MC-72-0016
14.228 B-0?-MC-72-0016
14.228 B-06-MC-72-0016
14.228 B-05-MC-72-0016
14.228 B-04-MC-72-0016
14.228 B-03-MC-72-0016
14.228 B-02-MC-72,0016
14.228 B-0t -MC-72-00 r6
r4 228 8,00-MC-?2-0016
1 4.228 B-91 -MC-'12-0016

9i.600
93.708
93.109

02-cH-048i-36
N/A
N/A

68,324
409,367

19,489

3,559
146,230

86,629
8,995

30,432
3,023
t,'724

r,036,995
2,523,51.1

84,8i4
4r,484

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS)

U.S, DEPARTMENT OF ACRICULTURE
Passed throush The Commonweahh ofP.R. Governors office for:

Department of Education
Child and Aduh Care Food Program

TOTAL U.S. Df,PARTMENT OF AGRICULTURE

U,S. DEPARTMENT OF HOMELAND SECURITY
Passed throueh Commonwealth ofP.R. Govemors OfIice
Authorized Representative to FEMA (CAR)

Dhaster Crant Public Assistance - George 1247

Disaster Grant Public Assistance - Lluvia l50l
Disaster Grant Publ;c Assistance - Jeanne 1552

Disaster Grant Public Assistance - FEMA I196
Disasier Cmnl Public Assistance - Lluvia l6l3
Di$ster Grant Public Assistance - Lluvia Septiembre 2008

T.)TAI, I I S. D[,PARTMENT OF HOMELAND SECURI TY

10.558

5,120,170

470,591
470,591

91.036
97.036
9',7.036

97.036
91.036
97.0j6

1247

1501

r552
1396
r6r3
N/A

37,940
50,1 I l

3,910

r 31,081

304,389
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MUNICIPALITY OF UTUADO, PI'ERTO RICO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JIINE 30, 2O1O

U.S. DEPARTMENT OF TRANSPORTATION - FEDERAL TRANSIT ADMINISTRATION
Passed throuqh Department ofTransportation ofPuefto Rico

Federal Transit - Capital Investment Granls

Passed{hrough the Commonwealth ofP.R. Covemors Oflice ofP R.

Tmflic SafetY Commission
State and Community Highway Safety

TOTAL U.S. DEPARTMENT OF TRANSPORTATION- FEDERAL TRANSIT ADMINISTRATION 161,521

20.500 N/A 146,',732

20.600 N/A 11,795

TOTAL FEDERAL ASSISTANCE

See notes to the schedule ofexpenditures offederal awards.

i.q$$I_t

Federal Grantor / Pass-through Grantor Program Title

lederal
CFDA
Number

Pass-through
Crantors Number

Federal
Expendilures
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO THE SCHEDULE

OF EXPENDITURES OF FEDERAL FINANCIAL AWAR-DS
FOR THE FISCAL YEAR THEN ENDED JUNE 30, 201O

(t) GENERAL

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

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

basis of accounting. The reporting entity is defined in Note I to the financial statements of
the Municipality. The infomation in this schedule is presented in accordance with the

requirements ofOMB Circular A-133, Audits of States, Local Govemments, and Non-Profit

Organizations.

(2) MAJOR FEDERAL AWARDS

The Community Development Block Gmnt Programs, Housing Assistance Payments

Programs, Health, Human Services Progmms, Department of Agriculture Programs'

Homeland Security Programs, and American Recovery and ReinYestment Act Programs

are the major federal financial awards of the Municipality Major federal awards represent

9870 of total expenditues.

(3) FEDERAL CFDA NUMBER

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

review of grant contract information and the office of management and budget catalog of
Federal Domestic Assistance.

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Fedeml financial assistance expenditures are reported in the Municipality of Utuado,

Puerto fuco Combiued Statement of Revenues, Expenditures and Change in Fund

Balances - All Govemmental and Types as follow:

Description

Hud
ProgralBs

Head Start
Programs

Homeland
Security
Program Other funds Total

FederalPrcgrams
Expendi tures q ) s?t 514 $ 5,420,470 $ 304,389 $ 635,118 s 8.883,s1I

State & Municipal
Expenditures 1.013,827 s 1,013,827

TOTAL $ 2,523,s3,1 $ 5,420,470 s 304,389 s 1,648,94s $ 9,897,338
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MUNICIPALITY OF UTUADO
SCHEDULf, OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 20IO

A. Summary ofAudit results

Financial Statements

Type ofauditor's report issued:

Intemal control over financial reporting:

Material wea.loess (es) identified?

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

Noncompliance matedal to financial statements noted?

Federal Awards

Intemal control over mayor programs:

Material weakness(es) identifi ed?
Reportable condition(s) identified not

Considered being material weaknesses?

Type ofauditor's report issued on compliance considered
For major programs

Any audit findings disclosed that are required to be

Reported in accordance with Circular .4-133,
Section .510(a) are reported on part C, ofthis schedule

Unqualified

Yes X No

X Yes _No

Yes 

-lNoNone reported

Yes X No

Yes X No

Unqualified

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

FOR THE YEAR ENDED JUNE 30, 2O1O

CIDA Numbers Name ofFederal Program or Cluster
10.558 Child and Adult Care Food Program

t4.228 Conmunitv Development Block Gra[t
14.257 ARRA - Homeless Prevention and Rapid Re-Housing Prograr
14.871 Section 8 - Housins Choice Voucher
93.600 Head Start

93.708 ARRA - Head Start
93.709 ARRA - Earlv Head Start
97.036 Disaster Grant Puhlic Assistance

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

Auditee qualified as low-risk auditee

B - Financial Statements Findinqs

No matters were reponed regarding reportable conditions, material
weaknesses, and instances of non-compliance related to the

financial statements that are required to be repofied in accordance

with paragraph 5.18 through 5.20 of Governmental Auditirg
Standards.

C - Federal Award Findinqs and Ouestioned Cost

Federal Program lnformation

300,000

Yes X No
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Ref. No.

MUNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30,20IO

Program: Accounting and Finance Department
General Fund - Delicit
Year ended June 30.2010

Finding / Noncompliance
Questioned

Cost

)010-01 srarement ofCondition ard Criteria
It was noted in my test of balance of accoults that the Municipality is

not complying with the criteria established by the Standards of
Financial Management Systems for Regulations for Municipal

Administration; and with GASB codifications 1700, with requirements

stated in OMB Circular A-133.

Cause
The Municipality has significant deficiencies in its accounting and

financial management systems, and financial reporting practices as

related to budgets for the Ceneral Fund.

Effect
The lack ofbudget results does IIot permit the Municipality:
a) To provide services to citizens without affecting them.

b) To determine compliance with finalrce related legal and

contractual provisions.

Auditors Recommendation
The Municipality should revised and evaluate in a monthly basis

revenues and disbursements to adjust disbursements to the revenues

receipts to comply with Budget requirements ofMunicipal Law number

81 oi August 30, 1991 as amended. Implement measure to reduce the

Municipai deficit. Evaluate the impact in the revenues ofthe change in

constuction ta\ and the increase of the real and personal taxes'

Evaluate the impact in the disbuBement to rcduce hours of services of
employees, evaluate and revised tansitory contmcts with employees,

apirove only necessary professional services, reduce confidence

employees salary and consolidate services

MuniciDalitv ResDonse

Wion"u, with auditor's recommendations. The Municipality will
evaluate the actual administrative procedues being followed to make

the necessary improvements in the monthly evaluation of budget to

comply with the Budget rcquirements of Municipal Law number 8l of
August 30, 1991 as amended.

-0-

-56-



Ref. No.

MUNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 20IO

U,S, Department ofHousing and Urban Developme[t
CFDA No. 14.228
Grant - Community Development Block Grant -

Small Cities Program (SBGP)
Year Ended June 30, 2010

Finding / Noncompliance

2010-02 Statement ofcondition and Crite a

It was noted in my test of compliance that the Municipality's
financial management system is not complying with the cash

management requirements established by the United States Treasur).

According to these requirements the Municipality had to establish

procedures to minimize the time elapsilg between the transfer of
funds from the Offrce of the Department of Housing and Urban

Development and the disbursements by the Municipality. It was noted

during my audit that Municipality held cash balances over $5,000 for
periods longer than 3 days.

Cause
The Municipality did not comply with the Cash Management

Requirements of the Department of Treasury of the United States as

per Title 24 ofCFR, part 84, Cc) (7).

Effect
The Municipality did not maintain adequate procedures for the

Administration of cash to determine properly their use needs.

Auditor's Recommendation
The Municipality should establish adequate procedures in order to
control in a more effective manner the need and use of the federal

funds and establish intemal procedues to minimize the time elapsed

to disbuse the funds receive.

Municioalitv Resoonse:
We concur with auditor's recommendations. The Municipality
evaluates the actual administrative procedures followed to establish a

procedue to mirimize the time between the funds received.

Questioned
Cost
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Ref. No.

MUNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OIO

U. S. Department of Homeland Security
CFDA No. 97.036
Grant No. Disaster Grant - Public Assistance
Year ended June 30,2010

Finding / Noncompliance

2010-03 Statement of Condition and Criteria
Accountinq and Cash Manaeement
It was noted in my test of compliance that the Municipality is nol

complying with the criteria established by the Standards of Financial

management Systems, in 44 CFR Part 13, Sub-Part C, Section 13.20

Uniform Administrative Requirements, were is established thal

management system shall provide for the

following:

1. Financial reporting accurate, curent, and complete disclosure

of the financial results of financially assisted activities must

be made in accordance with the financial reporting

requirements of the grant.

2. Records which adequately identify the source and application

of funds provided for financially-assisted activities. These

lecords must contain informatiol pertaining to grant awalds

and authorizations. obligations, unobligated balances, assets'

liabilities, outlays or expenditures, and income.

3. Source documentation accounting lecords must be supported

by such source documentation as cancelled checks, paid bills,
hank reconciliation. contract documents and etc.

To established procedures to comply with Financial and Program

Management Standads of funds of the Disaster Grant - Public

Assistance Program. lt was noted during my audit that Municipality

does not prcpare all the required accounting records required by 44

CFR Part 13, Sub-Part C, Section 13.20 on time.

Cause
The Municipality does not comply with the Financial and Program

Malagement System Standards. The municipality does not prepare

trial balance and program cash bank reconciliation in a monthly basis'

Questioned
Cost

-0-
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MUNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR TIIE I'EAR EI$DED JUNE 30. 2O1O

Effect
The Municipality does not maintain and adequate accounting procedures for
the Adminisfation of funds from the Disaster Crant _ pibtic Assistance

frogranL 
fo-r_th9 cgntrol on the preparation ofaccormting reports on a monthly

basis. The Municipality should modify procedures to oui seek that all required
repons including the trial balances and bank reconciliation of the progtam are
prepared on time.

Auditor's Recommendation
We recommend revising, improving and modifying the intemal control
procedues in order to contol in a more effective manner the financial aod
program management system standards. The Municipality should revise the
procedures in order to establish Focedures for all required rcports are
prepared in the correct monthly basis.

Municipalitv Response:
The Municipality accepts the auditor recommendation and the Mayor gave
instructions to implement immediately.
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MUNICIPAIITY OF UTUADO
SUMMARY SCIIEDULE OF PRIOR AUDIT FINDINGS

FOR THE I'EAR ENDED JUNE 30. 2O1O

2009-Finding No. l: Accounting and Finance Department
General Fund - Budget Deficit
Year ended June 30, 2009
Finding reported agaitr.

2009-Findi[g No. 2: U.S. Deparhnent ofHousing and Urban Development
Public and Indian Housing
CFDA No. 14.871
Section 8 - Housing Choice Voucher
Year ended June 30, 2009
Finding was corrected.

2009-Finding No, 3: U.S. Deparrment ofHealth and Human Services
CFDA No. 93.600
Head Start Pro$an
Year ended June 30, 2009
Finding was corrected.

2009-Findiog No. 4: U.S. Deparhnent ofHousing and Urban Development
CFDA No. 14.228
Commrmity Development Block Gnnt _ Small Cities pio$am
Year ended June 30, 2009
Finding was corrected.

2009-Findiog No. 5: U.S. Departmeflt ofHousing and Urban Development
Public and Indian Housing
CFDA No. 14.871
Section 8 - Housing Choice Voucher
Year ended June 30, 2009
Finding parfidly corrected,
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CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30, 2O1O

Findinq /Corective Action
Planned,/Person Responsible:

Statement of Conditionl
The General Fund is not complying with budget balarces
and criteria established by the Standards of Financial
Management System for Regulations for Municipal
Administation, with GASB codification 1700, wirh
requirements stared in OMB Circular A-133 and with

Budget requirements of Murlicipal Law number g 1

ofAugust 30, 1991 as amended.

Corective Action Planned:
The Finance Director will establish adequate procedue to
permit the preparation of reliable budget and comply with
all standards, requirements and laws that apply.

Person Responsible:
Mrc. Limarie Vdlez Gonzdlez
Finance Director

Findine /Corective Action
Planned,?erson Responsible:

Statement of Condition:
The SBGP Progam, held cash balance over $5,000
for periods longer than 3 days.

Corrective Action Planned:
The SBGP Prcgram Administation will evaluate
and Implement adequate procedues to contol, use
of federal f:nds.

Person Responsible:
Mrs, Limarie Vdlez Gonzilez
Finance Director

-61-
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Ref. No.
2010-01

Ref No.
2010-02

Anticipated
Completion Date

On or before
end of20l0-l I

fiscal year

Anticipated
Completion Date

On or before
end of2010-11

fiscal year
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Anticipated
Completion Date

On or before
end of20l0-11

fiscal year

Anticipated
Completion Date

On or beforc
end of2010-1 I

fiscal year

CORRECTIVE ACTION PLAN
YEAR ENDED JUNf, 30, 2O1O

Ref No. Findinq /Coffective Action
2010-03 Planned,ryerson ResDonsible:

Statement of Condition:
The firancial accounting for the Disaster Grant - Public
Assistance Pro$arn will be in accordance with the reportiog

requirements.

Corrective Action Planned:

The Finance Director will establish adequate procedure to
permit the preparation of reliable monthly reports and comply
with all standards, requircments and laws that apply. The

mayor gave instructions to implement the financial reporting
requirements as soon as possible.

Person Resoonsible:
Mrc. Limarie Vdlez Gonzalez
Finance Director

Ref. No. Findins /Conective Action
2010-04 Planned,/P€rson Responsible:

Statement of Condition:
Effective conuol and accountability must be maintained for
the gant. Administrative pelsonnel must verify all program

tansactions and must assure that arc solely for authorized
purpose! necessary and reasonable and allocate to fedenl awards.

Conective Action Planned:
The mayor order to retumed the amount to the program and
Implement control prccedures as soon as possible.

Person Resoonsible:
Mrs. Lima.ie V6lez Gonzalez
Finance Dircctor
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