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]\IANAGEMENT,S DISCUSSION AND ANALYSIS

The Managemsnt's Discussion and analysis of the Municipality of Utuado (rhe Municipalit,financial performance provides an overview of ,t. M;;i;'i;rJ,iy:; irniliii activittes tor r}efiscal year ended June 30. 201 I. The Maoagemenl Discrrrldn *a enai.-is-tMD & A1 shouldbe read it in conjrmction with the transmittit f.n", on pug" t-;J th;;.iriJi'pairy,, nr,*"iurstatemeots, which begi[ on page 13. The discussion and aialysis incluaes c-#parative data forprior year as this information is available fo. Ae n.cat yea, 
"riaeail; 3,i ffi. This MD & Ais prepared in order to comply with such prono*".r.nt -a, u-*g ott ., irrpor"r, to proriO"

the financial statements users wirh major uuormanon.

FINANCIAL HIGIILIGHTS
> The Net assets, of the Municipality exceeded its liab ities at the crose of the cunetrt

1"-1 ,:* by $70,590,483 net assers increased by $10,001,47t;;; compared withpnor year.

! Revenues were $11,366,587 more than last year, while total expenses were g4,377,g60
more than last year as reported in the Statem;ot of Activities.

) The Municipality had repoded in the General Fund an excess of expenditues overrcvenues amounting to $265,]43- ir the accompaoying statemelt of revenues,
expendirures and cha.nges in fuind balances.

) Loans principal pa)rynents were $519,526 during fiscal year 2010-l l.
> The actual rcrr'enues werc $11,360,197 and total for expenditures $12,205,379 creatingan excess of expenditures over.revenues amounting to $g45,1g2 in the BudgctarySchedule mainly due to unfavorable varianca. i, .auarr"r"".

) The 
-Muoicipality 

government ftnd reported combined ending flrnd barances of$12,750,375 in the accomoanvin,
firnd balances- _ g statement of rcvenues, expenditures and changes in

> The Municipality has reoorted unassigned deficit fund balance for the general fundamounling to g2.670.624.
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MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segrcgated for specific activities or objectives. The Major Governmental Funds
prcsentation provides detailed information about the most significant f,mds, not the
Municipality as a whole. The Municipality uses fund accounting to ensure and demonstrate
compliance with financial related legal requirements. The Municipality's basic services are

reported in govemmental funds, which focus on how money flows into and out of those funds
and the balances left at year-end that are available for spending. These funds are reported using
an accounting method called modified accrual accounting, which measures cash and all other
financial assets that can readily be converted to cash. The Govemmental funds statement
provides a detailed short-term view of the Municipality general govemmental operations and
the basic services it provides.

Govemmental funds information help you detemine whether there are more or fewer financial
.esouces that can be spend irl the near futule to finance Municipality's programs. We describe
the relationship between govemmental activities and governmental funds in reconciliation
besides the fund financial statements. The notes provide additional information that is essential

to a full understanding 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 governrnental larger group of assets have not been reported 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
useful life or develop a system of assets management designated to maintain the service
delivered potentially to near perpetuity. lf the govemment develops 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 mailtenance of condition of the
govemment inftastuctue assets should assist financial statements users in evaluating a local
govemment and its performance over time.

Government-wide linancial Analysis

Slatemenl of Nel Assels

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 firEncial position is
improving or deteriorating. In the case ofthe Municipality primary govemment assets exceeded
liabilities by $70,590,483 at the close of the recent fiscal year compared to $60,589,009 at the
end ofthe previous year, as restated and showed in the following condensed Statement ofNet
Assets ofthe Primary Government.
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MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

FundameDtals of the Financial Presetrtation

The new approach on the preparation ofthe Municipality's financial statements emphasizes on
a govemment wide (consolidated) view of its financial operations. Nevertheless major
individual firnds are presented and evaluated in all of its details. 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.

Under the aforementioned approach, assets and liabilities are recognized using the accrual basis
of accounting which is similar to the mentioned used by most private enterpdses. This means
that curre[t year's revenues and expenses are accounted for regardless of when cash is received
or paid.

tr'inancial Statements Compooents

The basic financial statements consist of govemment wide financial statements, the major
individual fi.mds financial statement, and notes to the financial statements that provides more
details.

Govemmental-wide financial statements - The government-wide financial statements which
begin on page 13 of this repo( are designed to provide reads with a broad overview of the
Municipality's finances, in a manner similar to a private-sector business. The govemment wide
statements provide short and long term information about the municipality's status as a whole.

The Statemelt 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 deteriomting. Those statements include all assets and liabilities using the accrual
basis of accounting, which is similar to the accounting used by most private sector companies.
Accrual of the current year's rcvenues and expenses arc taken into account regardless of when
cash is received or paid.

The stat€ment ofActivities is focused oII both the gross and net cost of various activities, which
are supponed by the Municipality's property tax, municipal licenses tax and other revenues. It
is intended to summarize and simplify the user's analysis of the costs of govemmental services.
The govemmental activities reflect basic services, including police, public works, solid waste
disposal, community services, and geneml administratio[ Prcperty tax, municipal license tax,
state and federal appropriations finance most ofthe services.



MUNICIPALITY OF UTUADO
MANAGf,MENT'S DISCUSSION AND ANALYSIS

Statements of Nel Assets
As ofJune 30,2011 and 2011

The Statements of Net Assets and the Statements of Activities, on page 13-14 respectively,

report the Municipality net assets and changes in them. Total Net asset increase by $7.0 million
was mainly due to increase in capital asset of $3.0 million due to an increase in capital outlays

for $4.3 during the year. Cash restricted was $2.4 million, total liabilities increased $1,462,171

when compared with prior year. The restricted net asset represent 39lo of total net assets in the

year 20ll and 4Voii2010, these are resources that are subject to rcstrictions on how they may

be used 
4-

20tt 2010 Changes

Curent and other assets $ 16,421,884 $ 9,900,056 $ 6,521,82E 660/.

Capital assets 67,230,649 63,632,345 3,598,304 60/.

Total assets 83,652,s33 73,532,401 10,120,132 l4o/o

Cunent and other lbbilities 3,719,076 3,231,453 487,623 t50/.

tong-term liabilities 9,342,964 9,',71t,939 (368,975) -4%

Total liabilities 13,062,040 12,943,392 118,6,18 lo/o

Net assets:

lnvested in capital assets, 56,827,875 56,243,349 584,526 1Vo

net ofrehted debt
Restricted 14,971,707 8,842,987 6,128,720 69%

Unrestricted (1,209,099) (4,491,327) 3,288,228 -73%

80
70
60
50
40
30
20
10

Components of Net Assets

current and Capitalfusets Long-term Other liabilities Nelasset,
otherassets debt

o!tstanding

r 2011 E 2010

Total net assets $ 70,590,483 $ 60.589.009 $ 10.001.474 170/4



MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Increase-(Decrease) Net in Capital Assets
As ofJure 30,2011 and 2010

2011 20r0 Chanqe

Land $ 969,237 10/o $ 899,241 20/o $ 69,996

Construction proqress 8,048,304 t2% 6,059,641 10% 1,988,663

Building and improvements, net 7,033,846 10% 6,427,207 100/o 606,619

Infrastructure s0.212.690 '75vo 49,222,119 770/o 990.571

EquiDment. net 366,181 lYo 462,0t2 t% (9s,23 r)

vehicles 599,781 t% 562,t25 1% 37.6s6

Total Net Capital Assets $ 67130,639 $ 63,632,3,15 $ 3,598,294

CapitalAssets
60

50

40

30

20

t0

(onslrucionin Suiidingand lDfraettr(chrre Iq(ipmenlnet
ProSr6s improvmrenlt,net

.2011 !I 2010

The municipality inftastructure assets represent 607o oftotal assets and 75oZ of total net capital

assets. The total net capital assets for the amount of $67,230,639 will increase as the

infrastructure assets are identified and included in the financial statements At present the

ongoing construction projects been mostly financed by federal awards received from the

Homeland Security Programs (FEMA) and ftom the U.S. Department of Housing and Urban

Development and the Commonwealth ofPuerto Rico.
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MUNICIPALITY OT UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements of Activities
The following reflects the condensed Statement of Activities of the Primary Govemment:

For the year ended June 30, 2011 and 2010

201I 20r0 Chanses
GerEml Revenues $ 23,546,356 $ r s,398,904 $ a,147,452 530/.
Proqam RevenlEs 12,493,476 9.274.34t 3.219.135 35"/o

Epertses
Governrriental activities (23.662.47 t) (19.285.O11 (4.377.460) 23vo

The Statement ofActivities reflects for fiscal year 20l l, the net effect ofrevenues delived ftom
several programs plus current operating revenues. Total revenues compared to the total
expenses, amounted to a inoease of $12.4 million in the Municipality's net assets.

Approximately 14 percent of the Municipality's total revenue came from taxes, while from
Federal grants 35 and 50 percent resulted fiom Intergovemrnental Revenues. The
Municipality's expenses cover a range of services like health, public safety, sanitation,
recreation and sports, education, housing, transportation, welfare, construction and
improvements. The largest expenses were for geneml government, public works, education and
training and cultue and recreation. With this analysis, the readers have comparative
information with the percentage of change in rcvenues and expenses from prior year to current
yeat.

A brief review ofthe Statements ofActivities of the Municipatity at June 30, 2011, shows total
expenses incured to afford the cost of all functions and programs amounted to $11,147,615.
Upon examining the sources of revenues for the financing of the programs, the Statement
reflects that the following; $21,781 ftom charges for services, $9,522,324 from operating gmnts
and contributions and $2,971,152 from capital gmnts and contributions obtained from other
sources. General revenues for the year amounted to $23,546,356. There was a change in net
asset $12,376,961 that represents 34 percent of total revenues and an increase of 130 percent of
the cha[ges in net assets when compared with plior year. Expenses decreased by $4.3 million
or 23 percent whell compare with prior year.

-6-
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MUNICIPALITY OF UTUADO
MANACEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE GO}TRMENTAL FUNDS

The following reflects the condensed Balance Sheet ofthe Governrnental Funds:

June 30,2011 .nd 2010
201I 2010 Chanses vr

Cash $ 14,001,268 $ 7,374,721 $ 6,626,547 900k
Restricted Cash 2,420.616 2,394,891 10/o

Accounts Receivable 2,304,t07 t,776,226 527,881 30%

Liabilities and Fund Balanc€
Liabilities:

Accounts payable and due to other $ 5,583,501 $ 4,087,695 $ r,495,806 37vo
Deferred Revenue 392,015 425,650 (33,635) -8%

Total Liab:lities 45r3,34s $ 1,462,111 32Vo

Funds Balances 12,7 50,475 7,032,493 5,711,982 Stvo

The Fund Financial Statement is arother important component of the Municipality's financial
statements. A fund is a grouping of related accounts is used to maintain accountability arld
controls over economic resources of the Municipality that have been segregated for specific
activities. The Municipal fund type of accounting is used to demonstrate compliance with
related legal requirements. Infomation offered thru this Statement is limited to the Municipality
most significant funds and is particularly related to the local government only instead of the
govertunent as a whole. Govemment funds are used to account for essentially the same
functions as those reported as govemmental activities.

Du ng the year 20l I the municipality had $2.4 million cash restricted in the Debt service fimd
and Bond issue fund. Other funds had $9.8 million balances, compromise to be use for special
purpose. Accounts payable of general fund represent l7o/o of total accounts payable. Funds
balances increased 8 1 

oZ.

Governmental Funds
Balance Sheets
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MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Statements ofRevetrues, Expenditures and Changes in Fund Balances
Year Ended June 30, 2011 and 2010

The most significant changes ofthis statement were as follows:

o Revenues from property tax were decreased by $160,350 due to decrease in property tax
in the amount collected. The Intergovemmental revenue increased by $7,609,718 and a
Fedeml gants increased by $3,219,135, these revenues rcplesent 84oZ of total revenues.
Total revenues increased $11,366,587. Revenue from volume business tax declaration
were reduced by $34,272, Sales tax increased by $192,482 and represents l8oz oftotal
revenues increase.

. Expenditures were increased by apFoximately $6.6 mitlion, The general govenunent
expenditues increased by $2.9 million and Capital outlays increase by $2.3 million
when comparcd with the prior year. Another expenditures increased by approximately
$1,242,309 principally in education and training that increased by approximately $1.2
million.

-8-

2011 2010 Chatrges
Reverues:

Prcperty taxes $ 2,539,170 $ 2,699,520 $ 060.350) -6%
Municipal licence tax 6s4,596 620,324 34,212 6%
Intergovernmental revenue t7,851,630 10,247,912 7,609,7 t8 74%
Federal grants 12,493,476 9,214,341 3,219,13s
Sales Tax 1,240,097 t,047,615 t92.482 l8o/o
Other 1,254,863 '183,533 471,330 600

Liabilities and Fund Balance
Expendilures:

Ceneral Govemment $ 10,020,79r $ 7,067,287 $ 2,953,504 42%
Public safety 1,243,965 1, t89,8 t I 54.t54 5%
Public work 3,336,t70 3,246,768 89,402 3%
Health 482,480 482.479 1 0%
Capital outlays 6,679,741 4.307.813 2.371,934 55Yo
Bonds, principal and interest 153,4s0 854,324 (100,874) -l2o/a
Education and training 6,621,300 5,420,470 r,200,830 220/"
Other expenditures 860,249 861.453 (t,204) 0%

Excess of revenues (expenditures)
Over expenditures (revenues) 6,0,11,680 1,242,840 4'798840

Total Revenues $ 36.039. $ 11366.587 460/"

Total Expenditures $ 23,430,,105 s 6,561,747 280/.

Fund balance ending $ L2,750.475 $ 7,032,493 $ s.717.982 8tv.



MUNICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

Economic Factors and Next Year Budget

The Municipality is a political legal entity with fulI legislative and administrative powe6 in
every area of municipal govenment, with perpetual existence and legal personality, separate
and independent from the central govemmental of Puerto Rico. The Municipal Covemment
comprises the executive and legislative branches. The Mayor exercises the executive power and
the legislative power by the Municipal Legislature, which has 14 members.

The Municipality provides a full range of services including public works, education public
safety, public housing, health, community development, cultue, rccreation and other
administrative services. The Municipality's principal sources of revenues are prcperty taxes,
municipal license taxes, contributions by the state govemment and federal grants.

The Budget for Revenues and expenditures were l1.l million for the general fund, total
revenues decreased $831,992 when compared the budgeted revenues with the actual revenues.
Municipal license tax decrcase by $167,106 and excise ta,\ by $165,416. The actual
expenditures werc $792,273 less than budgeted expenditures. The general goverrunent
expenditues reflect a decreased of $539,460. Excess of revenues under expenditues reflect a
deficiency of$39,719.

The Mu[icipality's management is commifted to a continued improvement in the confection of
a budget that will rcsponse to the needs of the public and private sectors in accordance with its
permissible revenues levels. There are many constuction projects that we expected to received
revenues that will decrease the deficit presented.

The Municipality has finished the following projects:

. Construction of phase III related to the canalization of Quebrada Los Pinos in los
Pinos Community in the amount of$375,000.

. Constuction ofphase III related in the canalization ofQuebrada Los Pinos community
in the amount of$234,500.

-9-
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Contactitrg the Municipality's Finaucial Managemert

The Mwricipality's finanaial staternents are designed to present users with general overview of
the Murricipality's fuEnces. If you have questions abour the repot or needlJditional finaaciat
infomatiotr, contact the Municipality,s Direator of Finarce.

Limarie Vdlez Gonzilez, Finarlce Director, pO Box 190, Utuado, puerto Rico 00641.
Tclephone (787) 894-3505 Fox (787) Bl4-t527
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JUAN A. FELICIANO CHARNECO
Certifled Public Accountant

151 Calle Miguel Salas
Arecibo, PR 00612

Te\ (787) 879-4433
Fax: (787) 880-1402

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Municipal Council of
the Municipality of Utuado

Utuado, Puerto fuco

we have audited the accompanying financial statements ofthe Govemmental Activities, each major
fund and the aggregate remaining fund information ofthe Municipality ofUtuado, Puerto Rico (the

"Municipality") as of and for the year ended June 30, 2011, which collectively comprise the
"Municipality" basic financial statements, as listed in the accompanying table of contents. These
financial statements are the responsibility ofthe Municipality's management. My responsibility is to
express opinions on these financial statements based on my audit.

We have conducted my audit in accordance with auditing standards ge[erally accepted in the United
States of America and the standards applicable to financial audits contained in Govenmrent Auditing
Standards, issued by the Comptroller General ofthe United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes consideration of intemal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not
the purpose of expressing an opinion on the effectiveness of the Municipality intemal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that my
audil provides a reasonable basis for my opinion.

ln our opinion, the financial statements refened to above present fairly, in all matedal respects, the
respective financial position of the goverinental activities, each major fund and the aggregate
remaining fund information ofthe "Municipality" as ofJune 30, 2011, and the respective changes in
financial position, and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

-l l-



In accordance with Govemment Auditing Standards, we have also issued my report dated March 20,
2012 on my consideration ofthe "Municipality" intemal control over financial reporting and on my
tests of its compliance with certain prcvisions of laws, regulations, contacts and grant agrgements
and other matters. The pupose ofthat report is to describe the scope ofour testing ofintemal control
over financial reporting and compliance and the result of that testing, and not to provide an opinion
on the intemal control over financial reporting or on compliance. That report is an i[tegral part ofan
audit performed in accordance with Govemmental Auditing Standards and should be considered in
assessing the rcsults of my audit.

Accounting pdnciples generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages 1 thrcugh 10

ard page l7 be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Govemmental Accounting Standards
Board, who considers it to be an essential part of financial repoting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of Ame ca, which consisted of inquiries of management
about the methods of pleparing the information and compadng the information for consistency with
managementls rcsponses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit ofthe basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the "Municipality" financial statements as a whole. The introductory section,
combining and individual nonrnajor fund financial statements, and statistical section, are presented
for purposes of additional analysis and are not required part of the financial statements. The
accompanying schedule of expe[ditures of federal awards is presented for purposes of additional
analysis as required by U.S. OIfice of Management and Budget Circular ,4-133, Audits of States,
Local Govemments, and Non-Profit Organizations, and is also not a required part of the financial
statements. The combining and individual nonmajor fund financial statements and the schedule
of exp€nditues of federal awards are the rcsponsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit ofthe
financial statements and certain additional procedures, including comparing and reconciling such

-t2-



informadon directly to the utrderlyin!
stareoebr.s or to th; n._"ra1-"i.irili.lfcounting and orher rccords used to preparc the financial
wi-th audiling .,*d;;;;Ji;:'"1ts themselves' and other additioDal hrocedures in *"o.a-".-

-iafonutiou 
is fairiyl;-r"?];.f,j;i[::ot"o ttr the uDited states or America Lo our opiaion. rre

The intoductory and ,"*,i"a ,"J'.'Jl*spects,ir 
reladon to the finaDcial stateDrents as a whole.

in tbe audit 
"f rI" b;;;;;";;':;,f 

nave not been subjected to the auditiag procedures applieJ
. prorla" any usrurun"-Jo,i 

'.*'o atements and' accordingly, we do not express ,m opinion or

Arecibo, Puerto Rico
MaIlch20,2012

The stamp number 21a26691
was af,Exed to the
o ginal ofthis report. e6e6a37

FELICIANo CHATNEo

1,2013
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MI'IICIPALITY OT UTUADO, PUERTO
STATEMENT OF NBT ASSETS

Jt l{E 30, 2O11

Governmental
ActivitiesASSETS

Cash and investments

Cash with fiscal agent and other

Capital assets, net of accumulated depreciation
Total assets

LIABILITIES AND FUND EOUITY

Liabilities:
Accounts payable and accrued liabilities
Due to govemment entity
Defened revelue
Non-curent liabilities:

Due within one year

Due in more than one year

Tolal liabilities

NET ASSETS

Invested in capital assets, net ofrelated debt
Restricted for:

Debt service

Other activities
Capital project activities

Assigned for building repair and maintenance project

Urestricted (deficit)
Total Det assets

Total Liabilities and net Assets

See notes to financial statements.

$ 14,001,268

2,420,6t6
67,230,639

$ 83,652,523

$ 1,983,831

602.426

392,0t5

740,804

9,342,964
13,062,040

56,827,875

|,382,592
43,965

13,545,150

449,392
(1,6s8,491)

70,590,483

$ 83,652,s23

-14-
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MI'NICIPALITY OF UTUADO
RECONCILIATIOII OF THE STATEMENT OF REVENT'ES,

EXPENDITURTS, AND CHAT{GES IN T'IIND BALANCES OT
CIOVERTTMEITTAL FI'ITDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDID JT'NE 30, 2011

- Net change in fund balance - total govemmental funds $ 6,0,I,680

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

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

- Purchase ofproperty S 6,679,741
[,ess: cunent year depreciarion (863,992) 5,815,755

- The repaiment ofthe principal oflong-term debt consumes the current
financial resources ofgovemmental funds. The transaction,

_ however, has any effect on net assets.

Principal payments

Change in tret assets ofgoyernmental activities

519,526 519,526

$ 12,376,961

r See notes to llnancial slatements.
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MUIIICIPAIITY OF UTUADO, PUERTO RICO
BUDGETARY COMPARI$OI SCHEDULE (BUDGET BASIS)

GENER.AI, FIIITD AND DEB? SERVICE EUI{D
FOR THE FISCAI YEAR EI{DED JUIIE 30, 2011

Budgeled Amouts
Origin l Final

R.EVf,Nt,If,S:

Int€rgovemmenlal revenues
Lic€nses, pemits and fi.es

Reot of properties

Municipal Sales Tax
Other financial sourc€s

EX?ENDITLTRES:

Curenl:
Geneml govemment

Health

Culture and recreation
Olher expenditure

$ 340,72t
849,668

6,887,498

1,355,86t

95,000

152,000

380,008

700,001

t,867,398

_!__!2,!2!,!!s

$ 340,721

849,668

6,887,498

1.355,861

95,000

t 52,000

380,008

700,001

1,867,398

$ 12.628.155

$ 340,721

654,596

6,862,497

729,559

63,37s
22,6t7

359,312
109,969

I,617,551
Il,360,197

$-
(195,O72)

(25,001)
(626,302\

(31,625)
(t29,183)
(20,696')

9,968
(249,847)

o,267,958)

$ 6,007,955

3,355,657

1.484,389

6r r,568

735,764

326,003

106,819

_$__12{2!J ss
-0

$ 6,189,486

3,395.974
1,264,935

4&5,371

623,449

264,700
404,240

_s._l2,q2q&!_

5,878,276

3,336,170

t,213,965
482,480

60t,79t
258,458

404,239

311,210
59,804

20,970
2,E91

21,658
6,242

422,776

_!_G1lJ-q4

12,20s,379

ExcN or rcv..!.s over (urd.r) .rpenditu rcs :[__________-.]!) $ (845,t82)

Explanation of Differences:
SourceYinfl ows of resou.ces:

Aclual amounb (budgetary basis) "availabl€ for appropriarion,, tiom the
budgeLary comparison sch€dule

Ditlerences - budSel ro GAAP:
Revenues repod€d for financial reporting purpos€s

Toral revenues as reported on the slatemenr ofrcvenue, €xpendirure, and
changes in fund balances

Usevoutfl ow of r€sources

Actual amounts (budgetary basis) ,tolal charges ro approp.iations,, fmm the
budgetary compa.ison schedul€

Differences - budget 10 cAAp:
Non budgeled expenditures
Expenditures budaeted this year from prior yesr
Olher financ;al resourc€s tansfered to debt seNice and othe. funds

Total .xpenditurB l! reported or the strtem€rt of reveDu€, erperditu.es
lnd change ir frnd b.trDcB

See .ores to budgerary comparison schedule.

$ l1,360,197

(100,448)

_!___].1?!2,74 '

$ 12,205,379

(276,248)
(404,239)

-19-
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l.

MUNICIPALITY OT UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 201r

GENERAL ORGANIZATION

The Municipality of Utuado (The Municipality) was founded in lggl. The govemmental
system. of the Municipality is composed ofthe executive and legislative bodies. The Mayor is
the Chief Executive OIIicer and is elected every four years in the general elections of puerto
Rico. The legislative body consists of fourteen assembl),rnen alio elected in the general
elections of Puerto Rico for a fout-year period.

The Municipality provides services such as: health, public safety, sanitation, recreation and
sports, education, housing, transportation, welfare, constuction and./or improvements of
highways and streets, and other general and administmtive services.

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a, Reporting Entitv

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

In June 1999, the GASB issued Statement No. 34 Basic Financial Stutements and
Management Discussion and Analysis for Stdte and Local Gorernments. This Statement
establishes new financial reporting requirements for state and local govemments. It requires
new information and rcstructwes 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. 3'l Basic Financial Statefients and Management Discussion
and Anab)sis for State and Local Gol,ernments Omnibus, which in part addressed the
Management Discussion and Analysis (MD&A) requirements, program Revenue
Classifications and Major Fund criteria requirements in the reporting model iIl Statement
No.34.

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

-20-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,20I1

l SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contitruation)

b. Financial Reoortinq Entifv

The accompanying basic financial statements include all departnents, agencies and
municipal entities that: (l) are under the legal and administrative 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
A tononous Municipalities Act of the Commonwealth of Pue,'ro Rico. The Municipalily's
management has considered all potential component units for which it may the financially
accountable and other legally separate organizations for which the [ature 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. - The
Financial Reporting Entity (GASB No. 11.)

The Municipality's management has concluded that, based on the aforementioned criteria,
there are no legally separate entities or organizations that should be repoted as component
units ofthe Municipality as ofJune 30, 201 1 nor for the year then ended.

c. Basic Fipancial Statements-CAsB Statement No.34

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 rcporting model the focus is on major individual funds (within the fund financial
statements). Both the govenrment-wide and firnd financial statements categorize activities as
govemmental activities. In the govemment-wide Statement of Net Assets the govemmental
activities (a) are presented orl a consolidated basis in one column, and (b) are reflected, on a
full accrual, economic resource basis, which incorpomtes long-tem 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 Stat€ment of Activities reduces gross expenses (including
depreciation) by related operating grants and contributions. The operating grants include
operating-specifi c grants.

This governrnent-wide focus is more on the sustainability of the Municipality as an entity
the change in aggregate economic position resulting from 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 governmental
category. Non-major funds are aggregated into a single column.
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MUNICIPALITY OF UTUADO, PUERTO R]CO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2O1I

1. SIIMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

c. Basic Financial Statements-GAsB Statemett No. 34 (Continuation)
The govemmental firnds financial statements are presented on a current financial resowce
measuement focus and modified accrual basis of accounting. This is the manner in which
these funds are normally budgeted. This presentation is deemed most appropdate to (a)
demonstrate legal and covenant compliance, (b) demonstrate the sources and use of liquid
resowces, al1d (c) demonstrate how the Municipaliry actual experience conforms to the
budget or fiscal plan. Since the govemmental fund statements are presented on a different
measuement focus and basis of accounting than the governrnent-wide statement, a
reconciliation is presented on the fund statement, which briefly explains the adjustments
necessary to t rnsform the fund based financial statements into the govemmental column of
the govemment-wide presentation.

d. Basis of Presentation

The new model as defined in Statement No. 34 establishes criteria (percentage ofthe assets,
liabilities, revenues or expenditures/expenses of either fund category or the govemmental
and enterprise combiled) for the determination or major funds. The Municipality reports
the following major funds on Fund Financial Statements:

Major Funds

General Furu) Always a major fund. The general fund is the main operating fund ofthe
Municipality. It is used to account for all financial resources except those required to be
accounted for in another funds.

HUD Prosrams Fund This fund accounts for revenues sowces for the development of
viable urban communities, decent housing suitable living environment, rental assistance to
help very low-income families afford dece[t, 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 financilg sources that are legally restricted specified purposes.

Debt Seflice Fund -Debt service fund is used to account for the accumulation ofresouces
for, and the pa),ment of, general long-term debt p ncipal and interest.

Head Start Program Funds The special revenue fund ofHead Start is a major fund used

by the Municipality to account for revenues derived from the grant that is legally rest cted
by outside parties for use on specific purpose. The uses and limitations ofthis revenue fund
are specified by municipal ordinances offederal and state statues.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

l. SUMMARY OI SIGMf'ICANT ACCOUNTING POLICIES (Continuation)

d. B.sis of Presentation (continuation)

Homeland Securitv Fund - FEMA fund is used to account for the fioancial resources for the
acquisition of personal propedy and/or construction of major improvements which are not
financed by other funds.

This furd 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 reported in the Municipality's geneml 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 sources that are legally restricted to expenditures for specified
purposes. Capital projects fund is used to account for the financial resouces for the
acquisition of personal property and-/or construction of major imprcvements, which are not
financed by other funds.

e. Es$!-s!4sseg4ii4s

The accounts of the Municipality are organized on the basis of funds, each of which is
coNidered to be a separate accounting entity. The Municipality has created various types
of funds. Each fund is accounted for by a sepamte set of self-balancing accounts, which
include its assets, liabilities, fund balances, and revenues and expenditures/expenses, as

applicable. The individual funds accounts for the govemmental resouces allocated to the
Municipality for the purpose of carrying on specific activities in accordance with laws,
regulations, or other restdctions.

Meas urehenl FocLs, Basis of Accountirrg qnd rtnancial slatemenl plesentalion

Government-l,eide Findncial Statements - The govemment wide financial statements ar€
reported using the accrual basis of accounting. Revenues are recorded when eamed and
expenses are recorded at the time liabilities are incurred, regardless ofwhen the related cash
flows take place. Norl 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.
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1.

MUNICIPALITY OT UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNf, 30,2011

SUMMARY Or SIGMFICANT ACCOUNTING POLICIES (Continuatiotr)

e. B.sis ofAccounting(continuation)

Gorernrhental Funds Findncial Statement - Govemmental funds are reported using the
curent financial resources measurement focus and the modified accrual basis ofaccounting.
Urder this method, revenues arc recognized when measurable and available. "Available"
means collectible within the current period or 90 days after the end ofthe period to use them
to pay liabilities ofthe curent period. Miscellaneous revenues are 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 rclated fund liability is incurred. General capital asset

acquisitions are reported as expenditures in govemmental funds.

Governmental Fuhd Types / Go\remme tal Aclirities Govemmental funds are those
thrcugh 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 thrcugh govemmental funds. The measuement focus is
upon detemination of changes in financial position, rather than upon net income
detemination.

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

f. Encumbrances

Govemmental funds employ encumbrances accounting. Under the encumbrance system, all
purchase orders, conkacts and other commitments for the expenditure of funds are recorded
in order to reserve that portion of the applicable appropriation. Under generally accepted
accounting principles, encumbrances outstanding at year-end are reported as reservations of
fund balances artd they constitute neither expenditures, 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 OT UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,20ll

1. SUMMARY Of SIGNIFICANT ACCOUNTING POLICIES (Cotrtinuation)

g. Budeetarv Control

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

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

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

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

(4) Subsequent to the enactment of the amual 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 refl€cted in confomity
with the budgetary accounting of the Municipality for a better comparison with the budget
information.

Amendments to the budget, and budgetary transfers rclated to personal expenditures, require
the approval ofthe Municipal Assembly. Non-capital encumbrances lapse at the end ofthe
next fiscal year. During the fiscal year, the Municipality maintain its original budget for the
revenues and expenditures.

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

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

reservations offund balance under the GAAP basis.
(2) The property ta\ advances aie presented as revenue in the budgetary basis and as other

financing sources in the GAAP basis.
(3) The Municipality rcceives cetain rcvenues as contributions from govemmental entities,

legislative and private parties, which are not ilcluded therein nor are the related
expenditures.

(4) Certain debt issuance to acquire personal property is reflected in the general fund and is
restricted for that purpose.
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MUNICIPALITY OF UTUADO, PUf,RTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

l. SUMMARY OF SIGNITICANT ACCOUNTING POLICIES (Continuation)

g. Budeetarv Control (continuel

Lesal Compliance

Anicle 7.003, Law No. 8l of August 31, 1991, amended require that Mayor provide to
Municipal Legislature an annual balanced budge indicating: 1) interest, anofiization and
retirement public debt, 2) statutory obligations, 3) judicial claims payments, 4) any amount
to cover prior years deficit, 5) contract commitments and operational expenditures. For
annual interest and pri[cipal debt amortization, CzuM provides annual estimated resources
that will be obtained of additional special property tax (municipal) collections. The
Municipality's management shows budgetary financial statements in general and debt
service funds in compliance with state law and which are based in annual activity. The legal
level of budgetary confol is at the individual deparhnent level for general flrnd (Mayor and
Legislatue funds) expenditures, and annual principal and interest due for debt service fund.

h. Deposits

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

special purpose bank accounts, except for cash and investments restricted by law. Each fund
records its equity interest in the pooled cash balance. The available cash balance in the
general checking account beyond immediate needs is invested in interest-bearing deposits.
Generally, cash is deposited in interest-bearing bank accounts. Investment eamings are
credited to the respective fund.

i. Inve[tories

The general fund purchases office and printing supplies, gasoline, oil, medicines and other
items. The cost of puchases is recorded as expenditues and the inventory is not recorded in
the basis financial statements since amount is insignificant.

j. Capital Assets

Futtd Finakc i a I Sl ate me nts

The capital assets acquired are recorded as expe[ditures at cost in the govertune[tal funds.

Go,rernment-Wide Financial Statements

Purchased capital assets are rccorded at cost. Donated capital assets are recorded at their
estimated fair value at the time they are received by the Municipality and is capitalized in
the Statement of net Assets. Major renewals and betterment are capitalized: replacement,
mailtenance 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.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATf,MENTS

JUNE 30,2OT1

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ContiDuation)

k. Vacation and Sick Leave and Other Compensated Absences

Municipal employees are ganted 30 days of vacation and 18 days of sick leave annually.
Vacation leave may be accumulated up to a maximum of 60 days and sick leave up to a
maxirnum of 90 days. In the event of employee resignation, the employee is paid for
accumulated vacation days up to the maximum allowed. Separation from employment prior
to use of all or part of the sick leave terminates all rights for compensation, except for
employees with ten years or more of service who are entitled to sick leave pay to the
ma,ximum allowed. The Municipality is required to pay excess sick leave over 90 days on or
before March 3l of the accumulated excess at December 31, of prior year. Employees'
ma,.<imum 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
to provide protection in case of disaster and other losses. Also, principal officials of the
Muricipality are covered under vadous suety bonds. The Secretary ofthe Department of
the Treasury of the Commonwealth of Puerto fuco is the designated agency to obtain the
necessary insurance coverage for the Municipality.

m. &$ds!ed-A$eE

Im'es tme nt s and C er t il c at e s

Certain proceeds ofthe Municipality revenue bonds as well as certain resources set aside for
their repaymelt, are classified as restricted assets on the balance sheet because their use is
limited by applicable bond covenants. The "revenue bond" maintenance account is used to
report those rental proceeds that are restricted for use in maintenance ofthe properties. The
"revenue bond fund accounf is used to segrcgate rcsouces accumulated for debt service
payments over the next twelve months. The "Debt Service Account" is used to report
resources set aside to make up potential future deficiencies in the "revenue bond fund
account".

Cashwith fiscal aqent
The cash with fiscal agent penaining to the debt service represents property tax collectioN
retained by the Govemment Development Bank for Puerto Rico and another financial
institution restricted for the payment of Municipality's debt service (See Note 12) and
unused proceeds fiorn bonds and notes issued principally for the acquisition or construction
of permanent imprcvements are accounted in the capital project fund. ln debt service fund
are unsecured and collateralized, as no collateral is required by govemmental banks.
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l.

MI'NICIPALITY OF UTUADO, PUERTO RICO
NorEs ro FlNAN:[Silorrrrnr.

SUMMARY OF SIGNIFICANT ACCOTINTING POLICIES (Continuatiotr)

n. Futld Balance

During year ended June 30, 2011, the Muricipality implemented GASB Statement No. 54,
Fund Balance Reporting and Govemmeltal Type Definitions ('GASB 54). The objective
of GASB 54 is to enhance the usefulness of fund balance information by providing clearer
fund balance classifications that can be more consistently applied and by clarifoing the
existing govemmental furd type definitions. GASB 54 establishes f,md balance

classifications that compdse a hierarchy based primarily on the extent to which a

govemment is bound to obserye constmints imposed upon the use of the resources reported
in the govemmental funds. The implementatior ofthis statement had no impact on the total
fund balances for the Municipality's govemmental funds.

The Municipality classifies govemmental fund balances as follows:

F Nonspendable- includes arnounts that inherently cannot be spent either because it is
not in spendable form (i.e., prepaids, inventories, Iong-tem portions of loans
receivable, etc.) or because of legal or contractual requirements (i.e., principal of an

endowment, etc.).

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

extemally imposed by (a) other govemments thiough laws and regulations, (b)
grantors or contributions through agreements, (c) creditors through debt covenants or
other contracts, or (d) imposed by law through constitutional prcvisions or enabling
legislation.

> Committed includes amounts that are constrained for specific purposes that are
intemally imposed by the govemment through formal actions made by the
Municipality's legislative body, which is the highest level of decision making
authority, before the end of the rcporting period. Those committed amounts cannot
be used for any other purpose unless the govemment removes or changes the
specified use by taking the sarne type of action it employed to previously commit
those mounts.

) Assigned includes amounts that are intended to be used for specific purposes that
are neither consider restricted nor committed; in addition, such assigtunents are

made before the report issuance date.

)a
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MUNICIPALITY OF BARCELONETA, PUERTO RICO
NOTF,S TO FIITAITCIAL STATEMENTS

JUNE 30, 2O1l

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cortinuation)

n. EllllEslerselselllrgd)

> Utrassigned - include amounts that do not qualiry to be accounted for and reported
in any ofthe other fund balance categories. This classification represents the amount
of firnd balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purposes within the General Fund. The
General Fu[d should be the only fund that reports a positive unassigned fund
balance amount. In other govemment funds, if expenditures incuned for specific
purposes exceeded the amounts that are restricted, committed, or assigned to those
pulposes, it may be necessary to report a negative unassigned fund balance.

The Municipality generally uses restdcted amounts first when both restricted and
unrestricted (comrnitted, assigned, and unassigned) fund balance is available unless there
are legal documents, contacts, or agreements that prohibit doing such. Additionally, the
Municipality generally would first use commifted, then assigned, and lastly unassigned
amounts ofuffqstricted fund balance when expenditures are made.

Interfund tr'ansaction

The Municipality has the following t,?e oftransaction among funds:
) Operating Transfer - Legally required tmnsfers that arc reported when incured as

"Operating tansfer-in" by the recipient fund and as "Operating transfer-out" by the
disbursing fund.

Claims and Judsments

The estimated amount of the liability for claims and judgments, which is due on demand,
such as ftom adjudicated or settled claims, is recorded in the general fund and in the
Statement of Net Assets.

p.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

q. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect the reported
amounts of asses and liabilities and disclosure ofcontingent assets and liabilities at the date
of the financial statements and the reported amounts of rcvenues and expenses during the
rcporting period. Actual results could differ from those estimates.

r,

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

2. PROPERTY TAXES

The Municipal Revenue Collection Center (CRIM) of the Commonwealth of Puerto Rico is
responsible for the assessment ofall real and personal property located within the Municipality
of Utuado and for the levy, administration and collection ofthe corresponding taxes.

The prope(y tax is levied each year on the assessed value ofthe property at the beginning ofthe
calendar year. Assessed values of real prcperty are established at the estimated current value
existing in the year 1957 and of personal property at the crment value at the date of the
assessment.

Real propeny taxes are billed by the CRIM and are due in two equal installments in July and
January followi[g the assessment date. Personal property taxes are self-assessed ad are due in
May 15, when the property ta,y return is required to be filed.

-30-



MUNICIPALITY OF UTUADO, PUERTO RICO

NOTES TO TINANCIAL STATEMENTS
JUNE 30,2011

PROPERTY TAXES (continuation)

The ta,x rate per annum is 8.83% for real property and 6 83"/o for personal property of which

jiix -Ji.i:y", ."tpectively, belongs to ihebommonwealth ofPueno Rico and 4'5olo ofboth

nercents belons to the Municipaliry. From the portion belonging 
-to 

the Municipaliff' 3%

ffi#,'^;il"il;;*ip;il,y;. ;;ti; rare. which is appropriaied for general purposes and'

ffii;;:u.?;;rlj i"lltu"rsh rhe seneral tund rhi remaining portion belonging to the

ffi;i;i;;il;ii:r"r"p."."ni, th. udi'ulorem" tax withheld bv the cRlM-as fiscal asent' and

."J"i.i-# a"u, *rvice which is accounted for through the debt service tund (see note l1)'

il'il;;ip;it,y has reached the maximum ttut'tory t* rate limit for the basic tax while

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

Complete real property ta,\ exemption is sranted bY the Commonweallh of Puerto Rico on the

ilT1-5,il0 Ji ti" L.".r"a ualoution 
"of ownei occupied residential units However' the

niroi"ipuiity t"""iu"s the full amount levied, except for residential uni.ts assessed at less than

;i;fi,.J';ht;h ; 
""mplete 

exemption is granterl veterans h*: 
"d1itl:P 

exemption ftom

i.i"r 
"'ris,ooo 

of the assessed value of reai property The Department of Treasury instead of

the property taxpayer becomes the source of payment in these cases

Complete exemption fiom perconal taxes up to an assessment of $50'000 is granted to retailers

u ith an annual volume ol'net sales under $ 150'000

The CRIM reports annually to the Municipaliry the esimated basic property ta-{ and the tax to

i. r*a r". ir,l J"ua t"rvicg which will be coll;crcd in the fiscal year' The basic tax is advanced

i" ii" u""r"ip"ri y during such fiscal year' It is the. practice to, arnortize these advances

if,roogtr th" trU."qr"nt co[;tion by the CRIM ofthe basic tax fiom the taxpayers'

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

fi;;;;.;il;;.; this tax is collected and reported bv the cRlM' it is recorded the seneral

fund as revenue. The property t&\ received from the Department of Treasury' which is related to

if," "*o""*i"" 
g.-t"a iy ihe Commonwealth of Puirto Rico is rcflected as revenue in the

general fund.

Since the collection of property taxes fiom the taxpayers is under. the administration of the

inirtf, tri" v*i"ip"fity iecogniz"d as un expenditui the operational expenses allocated by the

CRIMio the Municipality, which amounted to $ 68,950 during 201l '
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2OT1

2. PROPERTY TAXES (continuation)

The _following is a summary of the property tax advances, that resulted in an account payable,
for the year ended June 30, 201L The resulting payable is presented as a revenue in the general
fund to Fund Financial Statement and as a revenue in the Govemment Wide Financial
Statements.

Accounts pavable :

3. DEPOSITS

Deposits include certificates of deposits amounting to $3.1 million. The Mutricipality's cash
ard investments at June 30, 201l, were entirely covered by the Federal Depository lnsurance
Corpomtion by collateral provided by the ba.ks and held by the Department of the Treasury
pursuant to applicable laws and regulations. Cash with fiscal agent is maintained in interest-
bearing accounts in the Govemment Development Bar ( for puerto fuco, in the debt service
fund are unsecued and uncollateralized, as no collateral is required to be canied by
govemmental banks.

Pueto Rico laws authorize govemmental entities to invest in direct obligations or obligations
guaranteed by the federal government or th€ Commonwealth of Puerto fuco. The Municipality
is also allowed to invest in bank acceptances, other bank obligations and certificates ofdeposit
in financial institutions authorized to do business under the federal and Commonwealth laws.
During the year, the Municipality invested its funds in interest-bearing bank accounts, and
short-term certificates ofdeposit, ifdue date is not more than gO days, the certificate considered
as cash equivalents.

odzation tlro collections ofproDertv taxes by the CRIM
07-01-10 - 06-30-r l

Advance received, 07-01-10 - 06-30-11
Other disbursement paid

-32-
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

4. CONCENTRATION OF CREDIT RISK

The Municipality maintains its cash account in local commercial banks, whose accounts are
uaranty by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. Deposits in
excess of $250,000 are collatedzed by the bank securities to prcperty safeguard such funds.
Nevertheless, management believes that concentation of credit risk is limited because
balances are deposited with high standing financial institutions.

5. MUNICIPAL LICENSE TAXES

The volume of business ta\ is levied each year based on the prior year's gross revenues for all
commercial and industrial organizations doing business in the Municipality and which are not
totally or partially exempt from this under the Industrial Incentives Acts of Puerto Rico. All
taxpayers are required to file their declarations by April 15 ofeach year.

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

Ta"xes are payable in two equal semiannual installments ort July 1 and January 1 following the
levy date. Ifthey are paid before their maturity, the tarpayer is granted certain discounts.

The deferred revenue of the general fund conespond to the business ta;< levied received from
the next fiscal year.

The minimum gross revenue to file the Volume ofBusiness Tax Declaration is $5,000 and the
ma\imum tat payable is $25. The date to file the Volulne ofBusiness Tax Declaration is Ap l
t5. The Municipaliry gtants a 50 discount, if the taxes are paid on or before April 15.
Otherwise, 5070 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 rcceivable for the estimated municipal license taxes to
be collected during the firct two months of next year, but conesponding to curent year.
Municipal license ta,\es collected prior to June 30, but pertaining to the next fiscal year are
recorded as deferred revenues.
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MUNICIPALITY OII UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

INTERFUND TRANSACTIONS
Due From./To Other Funds (Fund Financial Statement)

Intra-Entity Tmnsactions - Tmnsfers between the funds of the primary govemment arc reported
as interfund transfe$ with receivables and payables presented as amounts due to and due ftom
fimds. Interfund receivables and payables generally reflect temporary loans, billings for services
provided and recovery ofexpenditures. The balance are as follows:

For the most part, the effect of interfund activity has been removed from the Statement of Net
Assets (Goveoment Wide Financial Statements).

INTERGOVERNMENTAL REVENUf, S
Sources of intergovemmental revenue consist primarily of govemmental payments from the
Commonwealth of Puerto Rico and in lieu of tax" pa),ments from certain "quasipublic"
corporations, such as the Puerto Rico Electric Power Authority.

Grants and subsidies received from the Commonwealth of Puerto Rico include, along others, a
general subsidy for capital improvements. Almost all these intergovemmental revenues are

accounted for in the general fund.

DUE TO GOVERNMENTAL f,NTITIES
As of June 30, 201 I balances due to governmental entities of the gerleral fund consists of the
following:

7.

8.

Puerto Rico DeDatment ofT
Puerto Rico Water and Sewer Audrori
Puerto Rico Association ofE
fuerto Rico Retirement S

General Administration Services

Puefio Rico Telephone Co.

Puefio Rico Depatment ofLabor

-34-

Funds Due From Due To
Creneral s 496.647 s 2204107
Hud program 1S 4q'
Other Fturds 1,762,816
Homeland Security Propram 100.000

TOTAL $ 2.294.955 $ 2.304.107

Governmental Entities Due to
s 10 775

56.524
'7.959

386.t27
405

'l I 61,1

100.449

9,003

Totals g 602.426



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,201r

9, CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2011 including those changes pursuant to the
implementation ofGASB Statement No. 34, follows. Land and construction in progress are not
subject to depreciation was as follows:

Govemmental activiti€s:
Capital assets, not being depreciated:

Land
Constuction in progress

Total capital assds not being depreciated

Capital assets, being depreciated

Buildings and building improvemefl a
Infrastrudure
Equbmeflt
Vehicles

Total capital 6sds being depreciated

kss accumulated d€prechtion for
Buildings and bu ding improvemenls

I nfrastructure

Equipment
Vehicles

Total acormulated deprecialion

$ 89,241 $ 69,996 S s 969 237
6!59.641 4.116.243 (2.187.580) 8.048.304
69s8,882 4,246,239 (2, r87.580) 9,0r7,s4r

Balance
6/30D010 Additions

Retiremmts
and Tmnsfers
dispositions

Balances
6/30t20) t

- 13,194,638
- 59,857, t84

- 6,7$JC2
- 9,U4,493

t2$77,924 916,1t4
58586,318 1,n0,866

1,113,535

3,638,132 20t.893
76961,548 2,433,508 (710,187) 78,684,869

1,859, r74 44,03s (129,614)

6.450.'/t7 310.075
9364.t99 280.294

139',7.162 109,386 (99.',793) t,406.7 55

3,076,007 164,231 (580,513) 2,6591!
m288,08s 863,992 (680,306) 20,41t,771
56,673.463 3,297,500 ( 1,390,493) 58,2r3,098
qit2,3!_ _$53rt2_ _slL,ryJi _$_i3ry12_

Depreciation expense wers charged to functions as follows:

Goverrmental activities:

Culture and recreation

-35-

Creneral sovemment $ 129.599

Public safetv 190.078

Public work 431.996

60.479

Health 51.840
Total deprecialioD expense govenmrental activitie $ 863.992



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

Government Wide Financial Statements

Capital assets purchased are carried at histo cal 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 incuned for repairs
and maintenance are expensed as incurred. Depreciation on capital assets is calculated using the
straightJine method ove. the following estimated useful lives:

Vehicles, Heary Equipment
Fumiture and Fixture

4- 10

t0

40
50
20-40

$300
$300
$300
$l
$r
$1

Computer and Electronic Equipment 5

Buildings
Inliastructure
Improvements
In addition, the Municipality assigned a 10oZ residual value on most Capital Assets.

Fund Financial Statements

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

10. CHANGES IN GENERAL LONG-TERM DEBT

I I. GNNERAL LONG-TERM DEBT

G eneral Ob I i gat i on Bonds :

Payable at
Juh 1,2010

Description Balance
June/30/201 I

Due within on(
veal

Series 2001, 1,310,000 payable in annual installments of
$50,000 to $145,000 until20l6; with interest ranging from
2.7o/oto 5o/o $ 710,000 9s,000

Series 1986, 165,000 payable in annual installments of$3,000
to $13,000 until 2011; with interest of5.75% 1,813 1,813

Se es I987, I30,000 payable in annual installments of $3,000
to $10,000 until 2016; with interest of5.87% 10,000 10.000

SUB.TOTAL 72t,at3 r06,813

-36-

D€scriDtiotr Additions Reductios
Endirg
Balance

General Obli gations Bonds $ 9335,339 $ $ 584,526 s 8.750,813



MI'NICIPALITY OF UTUADO, PUf,RTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

ll. GENERAL LONG-TERM DEBT (Continuation)

Ge ne ru I Obli gation Bonds :

Operatiofial Bonds.

Special Loans from Lottery Funds:

Description Balance
June/30/2011

Due within ont
Year

Series 1995, 535,000 payable in annual installments of$10,000 to
$55.000 until20l4; with interest ranqinq from 4.1yo to 7.25yo

185,000 40,000

Series | 996, 3 30,000 payable in annual instal lments of $ I 0,000 to
$25.000 until20l9i with interest ransine from 4.7o/o to 6.5%o

185,000 15,000

SUB-TOTAL 370.000 55.000

Description Balance
June/30/2011

Due within one
Year

Series I997, 400,000 payable in annual installments of$10,000 to
$40,000 until2016; with interest ranging from 3.28%to'7.81% 155,000 25,000
Series 1997,235,000 payable in annual installments of$5,000 to
$20,000 until20l6i with interest ransins from 3.28yoto8oA 90,000 15,000
Series 2007, 610,000 payable in annual installments of$70,000 to
$ I 10,000 until 2013, with interest mnging from 3.93o/. to'7y. 300,000 90.000
Series 2009, 700,000 payable in annual installments of$85,000 to
$ I 25,000 until 20 1 5, with inierest ranging from 4.15% to 7 5% 535,000 90,000
SUB-TOTAL 1.080.000 220.000

Description Balatrce
6t30t20tt

Due within one
Year

Series 2004, 1 ,060,000 payable in annual installments of $ I 5,000
to $80,000 until 2028; with interest ranging from 4.1'7% to 5.31% 910.000 30.000
Series 1998, 165,000 payable in annual installments of$2,000 to
$11,000 until2007; with interest of5% 133.000 5.000
Series 1998, 135,000 payable in annual installments of$3,000 to
$9,000 until 2028; with interest of 5o% 108,000 4,000
Series 1998, 341,000 payable in annual installments of$6,000 to
$23,000 unril202Ei with interest of5% 273.000 10,000
Series 2008, 1,510,000 payable in annual installments of$55,000
to $ I 60,000 until 201 3, with interest ranging from 3 .93yo to 7 .5yo 1.330.000 70.000
SUB-TOTAL 2,751,000 119,000



MIJNICIPALITY OF UTUADO, PUf,RTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

ll. GENERAL LONG-TERM DEBT (Continuation)

Special Loans fom Lottery Funds:

The annual requirements to dmofiize all bonded debt outstanding as June 30, 201) follows:

The Municipality is required to limit the arnount ofgeneral obligation debt to 10% ofthe total
assessment of property located within the Municipslity, 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
June/302011

Due within on(
year

Series 2008, 3 05,000 payable in annual installments of $3 5,000
to $55,000 until 2014: with interest ransinq from 3.93%to7j%

195,000 45,000

Series 2008,3,755,000 payable in annual installments of
$60,000 to $3,320,000 until 2015; with interest ranging from
sYo to 7 .sYo

3,630,000 70,000

SUB-TOTAL 3,825,000 lrs,000
TOTAL $8,750,813 $615.813

Year Endi

1,r 80,046
1,189,224

PrinciDal Interest Total
20t2 6t 6_813 279.765 $ 896 578

20t3 650,000 s30.046
2014 703.000 486,224

2015 648,000 442,500 1,090.500
2016 579.000 403.32s

Subseouent vears 5 554 000 3,165,023 8.719.023
TOTAL s 8.750,813 $ s306.883 $ 14,057,696



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2011

12. DEBT SERVICf, FUND

The revenues ofthe debt service fund arise ftom the additional property tax and are recognized
when collected and informed by the CRIM (See Note 2). The CRIM retains these collections for
the payment of principal arld interest of bonds and notes issued by the Municipality. Interest
income is for the payment of interest or special obligations notes and propety taxes are for the
debt service requirements ofthe genera obligations bonds and notes.

Principal arrd interest on these obligatio[s ale paid by the Covemment Development Bank for
Puerto Rico ftom funds obtained from the Following:

Expenditures fot the year 2010-2011 wos as follows:

Principal $ 519,526
lnterest )11 ql4

627,',7t3

-39-

hoDerty ta\es
Municipal sales taxes 344.042
General fund 192;t05
TOTAL s 1,164,460

TOTAL s 753.450



MUNICIPALITY OT UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

.ruNE 30, 2O1r

13. RETIREMENT PLAN

Plan Description

Regular employees of the Municipality contribute to a cost sharing multiple-employer defined
benefit rctirement plan, administercd by the Employee' Retirement System of the Govemment
of Puerto fuco and its instrumentalities (ERS). ERS cove$ all regular full time public
employees working for the central govemment, public corporations and the municipalities of
Puerto Rico. The system provides retirements pensions, death and disability benefits.
Retirement benefits depend upon age at retirement and number of years of credited service.
Disability retirement benefits are available to members for occupational and non-occupational
disabilities. Benefits vest after ten years ofplan panicipation. The system was created under Act
447, approved on May 15, 1951, "Retirement Pensions, Disability and Death Benefits", as

amended, and became effective on January 1, 1952. ERS issues a publicly financial report that
includes financial statements and required supplementary infomation of the Plan, which may
be obtained from the ERS at G.P.O. Box 42005, San luan Puerto Rico. 00940.

The annual rctirement benefits for those regular full-time employees hired on or before March
31, 1990 or those attaining pemanent status before that date (OId Plan) and for those hired or
attaining pemanent status on or after April 1, 1990 (New PIan) are as follows:

OLD PLAN (LAW 447'I

EligibilitY

Age 55 and 30 years
Of service

Under 55 and 30 years
Of service

Pension Benefits

'1 5o/o of averuge highest compensation
during any years ofcredited service

65% 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

annual rctirement benefit equal to 1.5% ofthe highest compensation in any 3 years of credited
service for each year ofservice up to 20 years, and 2% for each year in excess of20 years.

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

Additional information of ERS is provided in its financial statemelts for the year ended
June 30,2011 a copy of which can be obtained from the ERS, Minillas Station, PO Box
42003, San Juan, PR 00940.

-40-



MUNICIPALTTY OF' UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JrrNE 30, 2O11

13. Rf,TIREMENT PLAN (Continuation)

NF,w PI,AN I REFORMA 2OOO)

Eligibilitv

Age 65 with 10 years

of service

Pension Benefits

I .59lo of average compensation during
the final 5 years ofcredited services

multiples by the numbers ofyears
credited service

For both plans, the employees are vested when attaining ten yeam of plan participation

Disability and d;ath benefiti are available with certain limitations and all annuities in pay status

*iit b" in"r"^"d 
"u"ry 

three years by 3oZ subject to the approval by the Legislatue of Puerto

Rico.

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

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

with those ofihe cunent defin;d benefit plan. Benefits at retirement age will rlot be guaranteed

by the Commonwealth of Puerto Rico The annuity will be based on a fo-rmula which assumes

tiat each year the employee's contribution (with a minimum of 827.5Yo.of the employee's

salury upo, to a -*imum of 10%) will be invested in an account which will either: (l) eam a

irxed raL based on the two-year Constant Maturity Treasury Note or, (2) eam rate equal to 759'0

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

combinationofbothaltematives.Participantswillreceiveperiodicaccountstatementssimilar
to those of defined contribution plans showing their accrued balances Disability pensions will

not be granted under Reforma 2b00. The employer's contribution (9 275% of the employee's

salary) will be used to fund the current plan.

Fundine Policv

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

the Pl- m"-b"rs, 
"-ployer 

and other contributing entities arc esiablished or may be amended

ih"."qui."d 
"onttibntioni 

made by the Municipalify were based on percentages established by

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

required by generally accepied accounting pdnciples. An actuadal computation of the annual

contribution 
-applicable to ahe Municipality has not been prepared Accordingly, the amounts

by which the actual contibutions diffei from the required actuarial contributions are not known

-4t-



MUNICIPALITY OF. UTUADO' PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2011

13. RETIREMENT PLAN (Continuation)

Contribution Reo uirements

The Municipality's total payroll for the fiscal year 2011 amounted to approximately $9'759'314

Common wealth legislation requires employees to contribute 5 775% of $oss salades up to

$6,600 plus 8.275"2 of the gross salary in excess of $6,600 Municipality is required to

corr:lbite 9 .27 5%o of gross silary annually during year 20 I I ' Municipality is requircd and

actual contibution undir Act 447 and Reform 2000 were $192,074 and $209,742 respectively.

Actu.rial Valuation

As ofJune 30,2010, the ERS has an unfunded accrual liability of approximately $17 1 billion'

i"p."""otlng i SJX n^ai"g ratio. This information is not available by each participating

government agency or municipalities

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

participants. fhe irojected unit- credii actuarial cost method was used for the actuarial

calculation. Significant assumptio[s were as follows:

7.5%o a Year
3.0o/o Year
For General Employees and Mayors, RP-2000

Employee Mortality Rates for males and females

projected on a generational basis usi[g Scale AA.
For members covered under Act 127, RP-2000

Employee Mortality Rates with blue collar

adjustments for males and females, projected on a

generational basis using Scale AA

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

based on a study ofplan's experience from 2003 to

2007. Sampte [ates shown below are as of 2005

and are thereafter projected on a generational basis

using Scale AA'

Post-retircment Disabled Mortality RP 2000 Disabled Aruruitant Mortality Rates,

without Fojection.

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



IVIUNICIPALITY OF UTUADO, PUERTO RICO
NOTES 'I1O FIITANCIAL STATEMENTS

.,UNE 3(), 2()11

13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

d) Termination

e) Disability

Withdrawal rates vary by employee category.

Rates arc based on the six month elimination
period rates in the 1987 Commissioners Group
Disability Table, adjusted as set forth in the table
below. Rates of disability cease to apply once a

member is eligible for the 75yo of the Highest
Salary ma,ximum benefi t.

100% of disabilities occurring while in active
service are assumed to be occupational for
members covered ulder Act 127. For other
members, 9070 of disabilities occurring while in
active service are assumed to be occupational and
l0o% are assumed to be non-occupational.

Adjustment to 1987 CGDT
Act Members Covered under

Act 127
Other

Members
44',7 100% '7 50/o

I r00% '15vo

2000 100% if more than 10 years

from retirement eligibility.

30002 if at or past retircment
eligibility.

lnterpolated from 10070 to
300% in the 10 years

leading up to retirement
elisibility.

'75%
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13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

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

Act 447 General Employees Oncludes General Hazardous Employees)
Service Condition

Age l0 years 25 vears 30 years

45 to 49 10.0%

50 to 53 15.0

54 20.0

55 to 57 10.0% 20.0

58 5.0% 10.0 20.0

59 ro 64 10.0 15.0 20.0

65 to 69 15.0 15.0 20.0

10 100.0 100.0 100.0

System 2000 General Employees
Age Non-hazardous Hazardous

60 to 66 15.0% 12.0%

6',7 100.0 100.0

Act 447 Police & Fire
Service Condition

Age 10 vears 25 years 30 years

45 to 48 10.0%

49 15.0

50 7.0% r5.0
5l to 56 15.0 20.0

5'1 20.0 30.0

58 2.5vo 20.0 100.0

59 to 64 10.0 25.0
65 to 69 10.0 30.0

70 100.0 100.0
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13. RETIREMENT PLAN (Continuation)

Actuarial Valuation (Continued)

System 2000 Police & Fire
Service Condition

Age l0 years 25 vears 30 years

45 to 48 9.0%

49 13.5

50 63% 13.5

51 to 56 13.5 18.0

57 18.0 2',7.0

58 2.25% 18.0 2',7.0

59 to 64 9.0 22.5 2',1.0

65 to 69 9.0 27.0 31.5

70 100.0 100.0 100.0

g) Proportion ofparticipants with spouses 50% ofparticipants assumed to be married at

retirement, with females assumed to be four years

- younger than males.

h) Number of employees electing high l5% of retiring employees assumed to pay

contributions retroactive contributions at retirement.
- D Cost-of-living adjustments 37o every third year

Accordingly, the pension expense for fiscal year 2011 was approximately $420,853 that
represented 100% ofthe contributions required by funding policies ofthe Plan.

- 14. LONG TERM LIABILITIES

Compensated Absences

- The liability for compensated absences was recorded in the Govemment-wide financial
statements. The balance consists of unpaid, accumulated annual and sick leave balances. The

tiability has been calculated using the vesting method, in which sick leave arnounts for both
- employees who curently are eligible to receive termination payments and other employees who

are expected to become eligible in the future to receive such payments upon termination are

_ included.

The changes in Compensated absences for the year ended June 30, 201 1 are as follows:

Govemmental activity June 30,2010 Net decrease June 30- 2011
Due within
One year

Compensated Absences $ 1,415,108 $ 237,957 $ 1,177,151 $ 238,890
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15. LEASf,S

Operating Leases

The Municipa[ry has several short-term operating lease agreements covering some of the

Municipality's premises aIId equipmelt. Most of the agrcements are renewed ai]lually Total

rental expenditures for the year ended June 30,2011, were approximately $76,450 included in

all funds.

16. CLAIMS AND CONTINGENCIf,S

Contifigencies

As pr Act No. 72 of September '1, 1993, Act of the Health Insurance of PR Administration ',

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

the medical services covered by the Health Care Reform.

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

balance due to HIA ftom October 1994 to June 30, 1997 will be eamed oo the additional lottery

games. During the year the Municipality pay to Health Insurance of Puerto Rico Administration

$ 295,067

Federal Prosrams

The Municipality participates in a number of federal financial assistance programs. Although

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

Single Audit Act of 1984, as amended, these programs arc still subject to financial and

compliance audits and resolution ofpreviously identified questioned costs. These grallts arc also

subjict to audit on behalf of the grantors to assure compliance with glant provisions. If
expenditures are disallowed due to loncompliance with $ant program requirements, the

Municipali8 may be required to reimburse the gmntor agency. Accordingly, the

Administration's compliance with applicable grant requirements will be established at some

futule date. Nevertheless, the Municipality's management expects the arnount of expenditures,

which may be disallowed by the gmnting agencies from such audits, to be immaterial

C omptroller's Qflice Audits

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

Commonwealth of Puerto Rico. The Comptroller's Office has issued a finalrcport related to the

financial operations ofthe Municipality before the period ofthe single audit. These audit report

do not cover any findings subsequently disclosed to Municipality operations by the

Comptroller's Ofnce.

Continsencies and claims and iudsments aqainst the MuniciDalitv

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

the Municipality for alleged improper actions. It is malagement's opinion, based on the advise

ofthe legal counsel, that the probable claims against the Municipality not covered by insurance

are by the amount of $4'l ,667 at Jl.:r:'e 30,2011.
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MUNICIPAL SALES TAX

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

the citizenship iontribution was uniformly established in 1.5%, ofwhich loz will be collected

by the Municipalities and the remaining.5% will be collected by the Treasury Department of
the Commonwealth of Pueto Rico. Also, this Law uniformed the use of the cont bution of
1.5% in the following activities; solid waste disposal cost, recycle, public works and

improvements, health services and security services.

The Municipalities of Puerto Rico are responsible to collect 10 of the corresponding ta'\ with

the same ex-mptions and Iimitations that the portion collected by Treasury Departmert The Act
provides and optional surtax on the un-plocessed food. This sutax must be approved by the

Municipal Legislature. The Treasury Deparhnent is responsible to create the Municipal

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

lmproviments Fund (.01%0 with the remaining 0.5%. The Municipality collected $709,970

during the year ended June 30, 2011.

R"ESTATEMENT OT 201O TINANCIAL STATEMENTS

During the fiscal year ended June 30, 201I the Mulicipality notes that certain liabilities had

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

assets and reclassification ofcertain fund balances. As a result the net assets at June 30, 2010' as

previously reported, had been decreased by $2,243,555 and the IIUD Programs had been

iecreased by $39,438, the debt service fund increased by $405,107, the other funds increase by

$r 18,814.

18.

Head Hud Debt Hom€land Nel

Start Progrsm Sen,ice Securify

Beeinning balance at

lune 30.2010 $ 332,539 $ 8t 3,979 s 92s,436 $ r,863,199 $ 60,457,077

Accounts Dayable from
prior year cancelled 43,965 405,107 118,814

Accounts paYable from
(3 9,43 8)

ProDerW from prior year Q,243,5ss)

Besinnine balance. as

rcstated June 30, 2010 $ 376,504 $ 77ds{r $ rJ30,st3 s 1,982,013 s s8,213,92
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JUAN A. FELICIANO CHARNECO
Certlfied Publlc Accountant

151 Calle Miguel Sal.s
Arecibo, PR 00612

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

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

STATEMENTS PERTORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARS

To the Mayor and Municipal Council
Municipality ofUtuado, Pueno Rico

We have audited the financial statements ofthe govemmental activities each major fund, and the
aggregate remaining fund information, of Municipality of Utuado, Puerto Rico (the "Municipality")
as of and for the year ended June 30, 2010, March 20,2012. We conducted my audit in accordance

with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Gowtnment Au.liting Standards, issued by the
Comptroller General ofthe United States.

Internal Control Over Finatrcial Reportins
In planning and performing my audit, we considered the "Municipality", intemal control over
financial reporting as a basis for designing my auditing procedures for the purpose ofexpressing my
opinion on the financial statements, but llot for the purpose of expressing an opinion on the
effectiveness ofthe "Municipality" intemal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the "Municipality" is intemal control over financial
reporting.

A deficiency in intemal control exists when the design or operation of a contol does not allow
management or employees, in the normal course of performing their assigned functions, to prevent

or detect and corect misstatements on a timely basis. A material weakness is a deficiency, or a

combination of deficiencies, in intemal contol such that there is a reasonable possibility that a

material misstatement of the Municipality's financial statements will not be preve[ted, or detected
and conected on a timely basis.

We did not identify any deficiencies in intemal contol over financial reporting that we considered to
be material weaknesses, as defined above. However, we identified certain deficiencies in intemal
control over financial reporting, described in the accompanying schedule offindings and questioned
costs that we consider to be significant deficiencies in intemal control over hnancial reporting as

items 201 1-02 and 201 l-03.
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JUAN A, FELICIANO CHARNECO
Certified Public Accountant

151 Calle Miguel Salas
Arecibo, PR 00612

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

REPORT ON COMPLIANCE WITH REQUIRXMENTS APPLICABLE TO
EACH MAJOR PROGRAM AI\D INTERNAL CONTROL OvtrR COMPLIANCE

IN ACCORDANCf, WITH OMB-CIRCULAR A-T33

Indepe,ldent Auditor's Report

To the Mayor and Municipal Council of
the Municipality of Utuado

Utuado, Puerto Rico

ComDliance
we have audited the compliance of the Municipality of Utuado, Puerto Rico, (he "Municipality")
with the types of compliance requirements described in the U.S. Office of Management and Budg€t
(OMB) Circular A-133 Cornpliqhce S pplemert that could have direct and matedal effect on to each
of its major federal programs for the year ended June 30,2011. The "Municipality" major federal
programs are identified in the surnrnary of auditor's results section ofthe accompanfng schedule of
findings and questioned costs. Compliance with the requirements oflaws, regulations, contacts and
gants applicable to each of its major federal programs is the responsibility of Municipality of
Utuado Management. My responsibility is to express an opinion on of the "Municipality"
compliance based on my audit.

We conducted my audit of compliance in accordance with auditing standards generally accepted iI1
the United States of America; the standards applicable to financial audits contained in Government
Auditirtg Standar* issued by the Comptroller General of the United States; and OMB Circular A-
133, "Audits of States, Local Govemments and Non-Profit Organizations". Those standards and

OMB Circular A-133 require that we plan and perfom the audit to obtain reasonable assurance
about whether non-compliance with the types of compliance requirements referred to above that
couid have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about the "Municipality" compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe
that my audit provides a reasonable basis for my opinion. My audit does not provide a legal
determination of Municipality ofUtuado's compliance with those rcquirements.

As described in items 2011-02 and 2011-03, in the accomparying schedule of findings and
questioned costs, the "Municipality" did not comply with the requirements regarding cash
management and reporting applicable to its Homeland Security Grant Program. Compliance with
such requirements is necessary, in my opinion, for the "Municipality" to comply with the
requirements applicable to that program.
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We my opinion, except for the noncompliance described in the preceding paragraph, the
"Municipality" complied in all material respects, with the compliance rcquircments refened to above
that could have a direct and material on each of its major federal progams for the year ended June
30, 201l. However the rcsults of my auditing procedures also disclosed other instances of non-
compliance with those requirements, which are required to be reported in accordance with OMB
Circular A-t33 and which are described ir the accompanying schedule of findings and questioned
costs as items 201l-02 and 2011-03.

lslgrs4rcerEef overlglqpIclse
The management of the "Municipality" is responsible for establishing and maintaining effective
intemal contlol over compliance with the requirements of laws, regulations, contracts and gmnts
applicable to federal programs. We planning and performing my audit, we considered the
"Municipality" intemal contol over compliance with the requirements that could have a direct and
material effect on a major federal program in order to detemine my auditing procedues for the
purpose of expressing my opinion on compliance and to test and report on intemal control over
compliance in accordance with OMB Circular ,4-133, but not for the purposes of expressing an
opinion on the effectiveness of intemal contol over compliance . Accordingly, we do not exprcss an
opinion on the effectiveness of the "Municipality" intemal control over compliance.

My consideration of intemal contol over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identift all deficiencies in the entity's intemal
control that might be significant dehciencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as discussed below, we identified certain deficiencies in intemal control over compliance
that we consider to be significant deficiencies and others that we consider to be material weakness.

A deficiency in an erlity's intemal control over compliance exists when the design or operation of a
control does rlot allow management or employees, in the normal course ofperforming their assigned
functions, to prevent or detect and corect noncompliance with a qpe of compliance requirement of
a federal program on a timely basis and correct.

A material weakness in intemal contol over compliance is a deficiency, or combination of
significant deficiencies, that material noncompliance with a type of compliance requirement of a

federal program will not be prevented, or detected and conected, on a timely basis. I consider the
deficiency in intemal control over compliance described in the accompanying schedule of findings
and questions costs, as item 2010-02 to be material weakness.

A significant deficiency in intemal contol over compliance is a deficiency, or a combination of
deficiencies, in intemal control over compliance with a tlpe of compliance requirement of a federal
program that is less severe than a matedal weakness in intemal control over compliance, yet
important enough to merit attention by those charged with govemance. We consider the deficiency
in intemal contol over compliance described in the accompanying schedule of findings and
questioned costs as item 20 I I -03 to be significant deficiency.
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MT'I{ICIPALITY OF UTUA.DO, PI'ERTO RICO
SCHEDI'LE OF EXPENDITURF,S OF FEDERAL AWARDS

rlOR THE TISCAL YEAR ENDED JI'NE 30, 2OT 1

Fedeml Crantor / Pass-through Grantor Program Title

Federal

CFDA
Number

Pass'through
Crantors Number

Federal
Expenditures

U,S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Proeram:

Departmenl ofHousing and Urban Development Public
and Indian Housing

Seclion 8-Housing Choice voucher Progmm

ARRA - Homeless Prevention atrd Rapid Re-housing

Pass-troueh State - Commissioner Ofllce ofMunicipal Affairs:
Community Development Block Crant
Small Cities Program - SBGP

14.871 RQ46-VO-54-001

14.25',7 N/A

$ 1,156,?36

214,396

14.228

r0.558

97.036

B-01 to l0-
MC-72-0016 1,574,369

2,945,501TOTAL U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

U,S, DEPARTMENT OF HEALTH AND HUMAN SERVICES (HHS)

Passed-trouqh The Commonwealth ofP.R. Covemors office ibr
the Carc and lnleeral Development ofChildren:

Head Sta(
ARRA - H€ad St rt
ARRA - Early Head Start

02-cH-0483-36
N/A
N/A

l9l9
1946

5,361,531
944,303
309,460

6,621J00

93.600
93.708
93.109

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

U.S. DEPARTMENT OF AGRICULTURE
Passed through The Commonwealth ofP.R. Govemors oflice for:
DeDartnent of Education

Child and Adult Care Food Program
TOTAL U.S. Df,PARTMf,NT OF AGRICULTURE

U.S. DEPARTMENT OF HOMELAND SECURITY
Passed rhroueh Commonwealth ofP.R. Govemors OfIice
Authorized Representative to FEMA rGAR)

Disaster Glant Public Assistance - George 1247

Federal Transit - Capital Investmmt Gmnts

Passed-thmueh the Commonwealth ofP.R. GovemoN Office ofP.R.
Tramc Safew Commission

State and Community Highway Safety

TOTAL U.S. Df,PARTMENT OF HOMELAND SECURITY

U.S, DEPARTMENT OF TRANSPORTATION - FEDERAL TRANSIT ADMINISTRATION
Passed through Department of Tmnsportation of Puerto Rico

N/A

TOTAL U.S. DEPARTMENT OF TRANSPORTATION- FEDf,RAL TRANSIT ADMINISTRATION

TOTAL FEDERAL ASSISTANCE

See noles to the schedule ofexpenditures of federal awards.

20.500 N/A

117,237

717,952

166,542

32,651
199,199

Tro-P3IJEf
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO THE SCHEDULE

OF EXPENDITURES OF FEDERAL FINANCIAL AWARDS
FOR THE FISCAL YEAR THEN ENDED JUNE 30,201I

(1) GENERAL

The accompanying schedule of expenditures of federal awards includes the federal gant
activiry 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 information in this schedule is presented in accordance with the

rcquirements of OMB 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

Progams, Health, Human Services Programs, Departrnent of Agriculture Progams,
Homeland Security Prograrns, and American Recovery and Reinvestment Act Progr&ms
are the major federal financial awards of the Municipality. Major federal awards represent

98oZ of total expenditures.

(3) FEDERAL CFDA NUMBER

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

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

(4) RELATIONSHIP TO GENERAI PURPOSE FINANCIAL STATEMENTS

Federal financial assistance expenditues are reported in the Municipality of Utuado,
Puerto fuco Combined Statement of Revenues, Expenditures and Change in Fund

Balances - All Govemmental and Types as follow:

Homeland
Security
Program

$ 5,420,470 635,118

State & Municipal
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Description

Hud
Programs

Head Start
Programs Other funds Total

Federal Programs
Fxnendihlres $ 2.s23.534 $ 304,389 s 8.883.sr1

t.013.827 s 1.013.827

TOTAI, $ 2.523.534 $ 5.420.470 $ 304389 1.648.945 s 9.897.338



MUNICIPALITY OF UTUADO
SCHEDULE OF TINDINGS AND QUESTIONED COSTS

FOR TIIE YEAR ENDED JUNE 30,2011

A. Summary of Audit results

Financial Statements

Type ofauditor's report issued:

lntemal control over financial reporting:

Material weakness (es) identified?

Repotable condition(s) identified not considered
to be material weaknesses?

Noncompliance material to financial statements noted?

Federal Awads

Intemal control over mayor programs:

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

Considered being material weaknesses?

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

Any audit findings disclosed that are required to be

Reported in accordance with Circular A- 133,

Unqualified

Yes x No

Yes X No
None reported

Yes 

-{_No

X Yes No

X Yes No

qualified

Sectio[ .510(a) are reported on pan C, of this schedule X Yes 

-No
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MUNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OI1

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

14.228 Community Development Block Grant

14.257 ARRA - Homeless Preveltion and RaDid Re-Housing Prograr
t4.871 Section 8 - Housins Choice Voucher
93.600 Head Start

93.708 ARRA - Head Start
93,109 ARRA - Early Head Start
9'7.036 Disaster Grant Public Assistance

Dollar thrcshold used to distinguish
Between t)?e A and type B Programs

Auditee qualified as low-risk auditee

B - Financial Statements Findinss

No matters were reported regarding reportable conditions, material

weaknesses, and instances of non-compliance related to the

financial statements that arc required to be reponed in accordance

with paragraph 5.18 though 5.20 of Govemmental Auditing
Standards.

C - Federal Awad Findines and Ouestiored Cost

Federal Program Information

300,000

Yes X No
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Ref. No.

MUNICIPALITY OT UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OI1

Program: Accounting and Finance Department
General Fund - Delicit
Year ended June 30,201I

Finding / Noncompliance
Questioned

Cost

20ll-01 Sralemenl ofCondition and Criteria
It was noted in my test of balance of accounts that the Municipality is

not complying with the criteda 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

-0-

The Municipaliry has significant deficiencies

financial management systems, and financial
related to budgets for the General Fund.

Effect

in its accounting and

reporting practices as

The lack ofbudget results does not pemit the Municipality:
a) To provide services to citizens without affecting them.

b) To determine compliance with finance - 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 of August 30, 1991 as amended. Implement measure to reduce the

Municipal deficit. Evaluate the impact in the Gvenues of the change in

consfuction tax and the increase of the real and personal taxes.

Evaluate the impact in the disbursement to reduce hours of services of
employees, evaluate and revised tansitory contracts with employees,

approve only necessary professional services, leduce confidence

employees salary and consolidate services.

Municipalitv Response
We concur with auditor's recommendations. The Municipality will
evaluate the actual administrative procedures being followed to make

the necessary improvements in the monthly evaluation of budget to
comply with the Budget requirements of Municipal Law number 8l of
August 30, 1991 as amended.



MIJNICIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30,2011

Ref. No.

I)epartment of Homeland Securiry
CFDA No. 97.036
Grant No. Disaster Grsnt - Public Assistance
Year ended June 30, 20ll

Finding / Noncompliance

201 I -02 Statemelt of Condition aIId Criteria
It was noted in my test ofcompliance that the Municipality's financial

management system did comply with the cash management

requirements established by the United States Treasury. According to
these rcquirements the Municipality had to establish procedures to
mirimize the time elapsing between the transfer of funds fiom the

Govemor's Office Authorized Representative to FEMA (GAR) 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 Departrnent of Treasury of the United States as

per Title 44 ofCFR, part 13.20 (cc) (7).

Effect
The Municipality did not maintain adequate procedures for the

Administration of cash.

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

funds and establish intemal procedues to minimize the time elapsed to
disburse the funds receive.

MuniciDalitv ResDonse:

The Municipality recognizes the importance of minimizing the time to
disburse funds transfened from FEMA, and instructions have been

given to personnel to implement procedures inrnediately.

Questioned
Cost

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

FOR THE YEAR ENDED JUNE 30, 2OIT

U. S. Department of Homeland Security
CFDA No. 97.036
Grant No. Disaster Grant - Public Assistance
Year ended June 30, 2011

Ref. No. Finding / Noncompliance

201l-03 Statement of Condition and Criteria
Accounting

It was noted in my test of compliance that the Municipality is no1
complying with the criteda 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 that
management system shall provide for the
following:

l. Financial reponing accurcte, curent, and complete disclosure
of the financial results of financially assisted activities must
be made in accordance with the financial reporting
requircments of the grant.

2. Recods which adequately identiry the source and application
of firnds provided for financially-assisted activities. These
recoids must contain information pertaining to gmnt awaxds
and authodzations, obligations, unobligated balances, assets,
liabilities, outlays or expenditures, and income.

3. Source documentation accounting rccords must be supported
by such source documentation as cancelled checks, paid bills,
bank reconciliation, contract documents and etc.

To established procedures to comply vvith Financial and program
Management Standards of funds of the Disaster Gmnt - public
Assistance Prcgram. It was noted during my audit that Municipality
does not prepare all the rcquired accounting records required by 44
CFR Part 13, Sub-Pafi C, Section 13.20 on time.

Cause
The Municipality does not comply with the Financial and prcgram
Management System Standards. The municipaliry does not prepare
trial balance and program cash bank teconciliation in a monthly basis.

Questioned
Cost

-0-
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MUNICIPALITY OF UTUADO
SCHf,DULf, OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2OT1

Effect
The Municipality does not maintain and adequate accounting procedures for
the Administation of funds from the Disaster Grant p;blic Assistance

lrogra:] fo-rlh9 conllol on the preparation ofaccourting reports on a monthly
basis. The Municipality should modiry procedures to oui seek that all required
repods including the trial balances and bank reconciliation ofthe progGm are
prepared on time.

Auditor's Recommendation
We recommend revising, improving and modifoing the intemal contol
procedures in order to control in a more effective manner the financial and
progmm management system standards. The Municipality should rcvise the
procedures in order to establish procedures for all required reports are
prepared iIl the correct monthly basis.

Municipality Response:
The Municipality accepts the auditor recommendation and the Mayor gave
instructions to implement imrnediately.
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MUNICIPALITY OF UTUADO
SUMMARY SCHEDULf, OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED JUNE 30,2O1T

2010-Finding No. 1: Accounting and Finance Department
General Fund Budget Deficit
Year ended June 30, 20 I 0
tr'inding reported again.

2010-Finding No, 2: U.S. Depatunent ofHousing and Urban Development
Public and Indian Housing
CFDA No. 14.871
Section 8 Housing Choice Voucher
Year ended June 30,2010
Finding was corrected.

2010-Finding No. 3; U.S. Deparhnent ofHome Land Security
Public and Indian Housing
CFDA No. 97.03
Grant Disaster public Grant
Year ended June 30, 2010
Findirg reported again.
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Ref. No.
201l-01

CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30,2OTT

Findine /Corrective Action
Planned,/Person Responsible:

Statement of Condition:
The General Fund is not complying with budget balances
and criteria established by the Standards ofFinancial
{gg9rn"nt System for Regulations for Municipal
Administration, with GASB codification 1700. with
requiremenrs srared in OMB Circular A-lll and with
Budget rcquirements of Municipal Law number gl of
August 30, 1991 as amended.

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

Person Responsible:
Mrs. Limarie V6lez Gonzrilez
Finance Director

Findinq /Conective Action
Planned,?erson Responsible:

Statement of Condition:
The financial accounting for the Disaster Crant - public
Assistance Progran will be in accordance with the reporting
requirements.

Conective Action Plamed:
The Finance Director will establish adequate procedure to
pemit the preparation of reliable monthly reports and comply
with all standards, requirements and laws that appty. fne
mayor gave instructions to implement the financial reporting
iequirements as soon as possible.

Person Responsible:
Mrs. Limarie Vdlez Gonzilez
Finance Director

Anticipated
ComDletion Date

On or before
end of20l1-12

fiscal year

Ref. No.
20lt-02

Anticipated
Completion Date

On or before
end of20l1-12

fiscal year
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Rei No.
2011-03

CORRECTIVE ACTION PLAN
YEAR ENDf,D JUNE 30, 2OT1

Findinq /Corrective Action
Planned-/Person Resoonsible:

Statement of Condition:
The finaacial accounting for the Disaster Grant _ public
Assistance Progmm will be in accordance with the reporting
requirements.

Conective Action Plamed:
The Finance Director will establish adequate procedue to
permit the prepamtion of reliable monthly reports and comply
with all standards, requirements and laws that apply. ihe
mayor gave instructions to implement the financial reporting
requirements as soon as possible.

Person Responsible:
Mrs. Limarie Vdlez Gonzrilez
Finance Director

Anticipated
Completion Date

On or before
end of201 1-12

fiscal year
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