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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Management's Discussion and anaiysis (MD&A) of the Municipality of Utuado financial
performance provides an overview of the Municipality's financial activities for the fiscal year
ended June 30, 2012. The Management Discussion and Analysis (MD & A) should be read it in
conjunction with the transmittal letter on page l0 and the Municipality's financial statements,
which begin on page 14. The discussion and analysis includes comparative data for prior year as
this information is available for the fiscal year ended June 30, 2012. This MD & A is prepared in
order to comply with such pronouncement and, among other purposes, to provide the financial
slalemenls users wilh major information.

FINANCIAL HIGHLIGHTS

> The Net assets of the Municipality exceeded its liabilities at the close of the current fiscal year
by $72,688,923; net assets increased by $8,186,215 when compared with pdor year.

! Revenues were $5,183,635 less than last year, while total expenses were 9956,767 more than
last year as rcported in the Statement ofActivities.

The Municipality had reported in the General Fund an excess of expenditures over tevenues
amounting to $703,850 in the accompanying statement ofrevenues, expenditures and changes
in fund balances.

Loans principal paynents wele $616,813 during fiscal year 201l-12.

The actual revenues were $11,750,876 and total for expenditures $12,315,982 creating an
excess of expenditures under revenues amounting to $565,106 in the Budgetary Schedule
maidy due to unfavorable variances in reveaues.

The Municipality govemment fund reported combined ending fund balances of $10,171,066
in the accompanying statement ofrevenues, expenditures and changes in fund balances.

The Municipality has reported unassigned deficit fund balance for the general fund arnounting
to $3,007,984.
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MUNICIPALITY OF UTUADO
MAJ'IAGEMENT'S DISCUSSION AND ANALYSIS

Fundamentals of the Finatrcial presentation

The new approach on the preparation ofthe Municipality,s financial statements emphasizes on a
govemment wide (consolidated) view of its firancial operations. Nevertheless major individual
funds are presented and evaluated in all of its details. Simultaneous implementation of both of
these perspectives allows user to addtess relevant questions about the municipality,s
performance and provides a basis for comparisons and evaluation ofservice,s 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 enterprises. This means
that curent year's revenues and expenses arc accounted for regardless of when cash is received
or paid.

Financial Statements Components

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

Governmental-wide financial statements - The govemment-wide financial statements which
begin on page 14 of this report are designed to provide users with a broad overview of the
Municipality's finances, in a manner similar to a pdvate-sector business. The govemment wide
statements provide short and long term information about the municipality,s status as a whole.

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

The statement ofActivities is focused on both the gross and net cost ofvarious activities, which
are supported 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 seftices.
The govemmental activities reflect basic services, including police, public works, solid waste
disposal, community services, and general administation. p.opety tax, municipal liceNe tax,
state and federal appropriations finance most ofthe services.



MUIUCIPALITY OF UTUADO
MAI{AGEMENT'S DISCUSSION AND ANALYSIS

A fund is a grouping ofrelated accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Major Oovernmental Funds presentation
provides detailed information about the most significant funds, 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 ofthose funds and ihe balancei left atlr"r._
end.that.are available for spending. These funds are reported using an accounting mettoa c'aitea
modified accrual accounting, which measures cash and all other financial assets that can readirv
be converted to cash. The Govemmental funds statement provides a detailed short-term view of
the Municipality general govemmental operations and th" ba"i" services it provides.
Governrnental funds infomation help you determine whether there are morc or fewer financial
rcsources that can be spend in the near future to finance Municipality,s programs. We describe
the relationship between govemmental activities and govemmeniar iunis in reconciliation
besides the fund financiar statements. The notes provide idditional information that is essential
to a full understanding ofthe data provided in the govemrnent-wide ard fund financial statement.

The notes provide additional information that is essential to a fulr understanding of the data
provided in the govemrnent-wide and fund financial statements.

Infrastructure Assets

The Municipality implemented rhe major model portions ofGASB stateme t 34 during the prior
years. Historically, the govemmental larger group of assets have not been rep;rted nor
depreciated in govemmental financial statements. The new statement required that these assets
be evaluated and reported within the Govemmental column of the 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. If the govemment develops the assets management
system, which periodically, by category, measures and demonstrate its maintenance of locallv
established level ofservices standards, the govemment may record its cost ofmaintenance in riei-r
of depreciation. The information about the condition and mailtenance of condition of the
govemment infrastructure assets should assist financial statements users in evaluating a local
governnent and its performance over time.
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MUI{ICIPALITT OF UTUADO
NAGEMEITT'S DISCUSSION AND AITALYSIS

Government-Wide Iitrancial Analysis
- Statement of Nel Assets

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
improvilg or deteriorating. In the case ofthe Municipality pdmary govemment assets exceeded
liabilities by $72,688,923 at the close ofthe rccent fiscal year compared to $64,520708 at the end

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

Statements of Net Assets
As ofJune 30,2012 and 20ll

2012 2011 Changes o/"

Cunent and other assets $ r3, r24,400 $ 16,421,884 $ a,297,484) -20%

Capiialassets 68,676,579 60,048,393 8,628,186 14%

Total assets 81,800,979 76,470,211 5,330,702

Cunent and other liabilities t,989,326 2,606,605 (617,279) -240/o

Irng{erm lbbiities 7,t22,730 9,342,964 (2,220,234\

Total liabilirics 9,112,056 1r,949.569 (2.837.s13) -24%

Net assets:

Invested in capihl assets,

net ofrelated debt 68,205,372 5t,597,285 16,608,087 32%

Restri.ted 13,1?9,050 t4,91t,707 (t,192,657) -t2%
Uffestrbted (8.695,499) (2,048,284) (6,647,2t 5) 325%

Tolrl rct assets $ 72,688,923 $ 64,520,708 $ 8,168,215 130

- Cash rest cted was $2.8 million, total liabilities decreased $2.8 when compared to prior year.
The restricted net asset .epresent 40lo of total net assets in the year 2012 and 4% in 201 l, these

_ are resources that are subject to resaictions on how they may be used.
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MUITICIPALITY OF UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS
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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 $8,6 million
was mainly due to increase in capital asset of $3.4 million due to an increase in capital outlays
for $11.3 during the year.

Increase-(Decrease) Net in Capital Assets
As ofJune 30, 2012 and 2011

Components of Net Assets

-zM; r6oa 21oA

curent and

otheragset5
CapitalAssets Long-term

debt
outstandinB

^^. t 1q4

3l "-
Other NetAssets

liabilitie3

2012 ./" 20lt Change

Land s 4,422453 60/0 $ 969,237 20/, $ 3,453,2t6

Construction progress 848,482 t% 664,241 lo/o 184,24t

Building and improvemenls, net 6,49t,226 9a/" 7,033,846 l2o/o (542,620)

Infraslructure 55,8r8,216 81% s0,2t2,69t 84% 5,605,525

EquiDment. net 312,966 1% 366,780 1% 6,186

Vehicles 723,236 t% 801,598 1% (78,362)

Total Net Capital Assets $ 68,676,579 $ 60,048,393 $ 8,628,186
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MUNICIPALITY OF' UTUADO
MANACEMENT'S DISCUSSION AND ANALYSIS

Capital Assets
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The municipality infrastucture assets represent 680Z oftotal assets and 820lo of total net capital
assets. The total net capital assets for the amount by $68,676,579 will increase as the
infrastructue assets are identified and included in the financial statements. At present the
ongoing constuction projects been mostly financed by federal awards received from the
Homeland Security Programs (FEMA) and from the U.S. Departrnent of Housing and Urban
Development and the Commonwealth ofPuerto Rico.

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

Statements of Activities

The following reflects the condensed Statement ofActivities ofthe Primary Government:

For the year ended June 30' 2012 and 2011

2012 20lt Changes

General Revenles $

s 2.634.194 s 2,s39,t70 95,321 49/o

Mwicbal license tax 615,264 651.596 (9,332) -ly"
723.732 729,559 o,427) - to/.

ntergovernnEntal revenue I t,127,O44 17.857.630 (6,73O,586) -38o/o

Rent 22.617 20r.886 a93o/o

10.226 63.375 (23.149 ) -37o/o

213,514 4t7,532 (174,O18) -42'/o

Mmictal sales tax t,294,192 1.240,097 54,395

Prosam Re\enues:
oDerating gant 12,150,813 9,522,324 2,628,449 280/"

Capit€l grant 1,750,335 2.97t.152 (t,22O,a17) -1ro/o

Total Revenue 30,834,417 36,O18,O52 (s.ra3,635) -14"/o

Expenditures
GerEml PpvernrElrt ! o,o25,560 10,150,390 124,a30 1o/o

Public saGry 1,6t 3,063 1,434,O43 (t79,O2O) 12'/o

4,232,542 3,76a,166 (461,376) -12"/o

Heahh 605,095 534,320 ('to,77s) 139/o

Education and training 7,207.234 6,621,300 (58s.934) -9./"

Cukue ard recreattn 326,171 662,270 336.099 5 to/.

OtlEr expenditure 379,696 26a-454 (1 I 1,238)

lnterest ard fiscal clBrges 240-277 233,924 (6,35J) -3'/o

Charses for services (21,78O) (21,780) o"/.

24,607,854 23.651,091 (9s6,'767) -40/a

Tolal Exp€nses 24,607,454 i:,esr.osr I
(9s6,767) -4%.

Charges in net assets $ 6,226,559 $ 12,366,961 $ 6,140,,102 500/"

The Statement ofActivities reflects for fiscal year 2012' the net effect of revenues derived fiom

*r","ipi"s"-. pfus crurent operating revenues Total revenues compared to the total expenses'

.-ou*Ja ,lo . in"**e of $6,2i6,559 million in the Municipality's ne1 assets._Approximately 18

p"."".i 
"f,fr" 

f,.l*f 
"ipality'; 

total revenue came from taxei, while ftom Federal gants 45 and

56 p"ra"n resulted fiom Intergovernmental Revenues The Municipality's expenses cover a

r""J" oir"rvi"". fit" health, public safety, sanitation, recreation and sports' education' housing'

,;"';;;;;;. ;"ii;". 
"on.,*"ion 

and improvements'-The largest expenses were for general

nnr.--"nt. public \ orks, education and training and cullure and recreation With tlris analysis-

i;.;;"1.;; ilr; 
"".parative 

information to the percentage of change in revenues and expenses

fiom prior year to current Year. 
_7_



MUNICIPALITY OF UTUADO
MANAGEMEI{T'S DISCUSSIOII AND ANALYSIS

A brief review ofthe Statements of Activities of the Municipality at June 30,2012. shows thattotal expenses incurred to afford the cost of all functions and p.og.ums u-o*t.d to
$24,629,638. Upon examining the sources of revenues for the financing o-f the programs, the
Statement reflects that the following; $21,780 from charges for servii'es, $tZ,lSOltt: from
operating grants and contributions and $1,750,335 ftom capital gants and contributions obtained
Aom other sources. Ceneml rcvenues for the year amountei to $ 16,933,269. There was a change
il^net asset $6,226,559 that represents 2l percent oftotal revenues and a decrease of50 percent
ofthe changes in net assets when compared with prior year. Expenses decreased by $956,76,1 ot
4 percent when compared to prior year.

FINANCIAL ANALYSIS OF THE GOVERMENTAL TUNDS

The following reflects the condensed Balance Sheet ofthe Governmental Funds:

The Govemmental Fund Financial Statement is another important component of the
Municipality's financial statements. A firnd is a grouping of rerated accounts used to maintain
accountability and controls over economic resources of the Municipality that have been
segregated for specific activities. The Municipal fund type of accorutting is u;ed to demonstrate
compliance with related legal requirements. Information offered thru thi; statement is limited to
the Municipality's most significant funds and is pafiicularly related to the local govertunent only
instead of the government as a whole. Govemment funds are used to account for essentiallv the
same functions as those reported as govemmental activities.

Governmetrtal Funds
Balance Sheets

June 30,2012 and 2011
2012 20tt Chans€s

Cash $ 9,881,415 $ 14,001,268 $ (4,119,8s3) -29yo
Restricted Cash 2,885,480 2,420,616 464,864 )gya
Accounts Receivable I,963,270 2,304.t07 (340,837) -t5r/r

r,r,7J0,165 18,12s,991 (3,995,826) -2ryo

Liabilities and Fund Batance
Liabilities:

Accounts payable and due ro other $ 4,r74,053 $ 4,47r,030 s (296,977)
Deferred Revenue 485,046 392,015 93,03 r 21yo

Total Lirt ilitier 4,659,099 4,863,0,15 $ (203.946) -40/o

Funds Balances I0,171,066 )3,862,946 (3,69r,880) -27%
Total liabilities and Fund Bslances s 14,830,165 $ I8,72s,99t s (3,895,826) :21"/o
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MUNICIPALITY OT' UTUADO
MANAGEMENT'S DISCUSSION AND ANALYSIS

P^ryg_^291i thc municipaliry had $2.5 million cash rest cted in rhe Debt service tund and$J)U.l/E,n lhe Bond issue fund. Other lunds had $0.5 million balances, compromise to be usefor special purpose. Accounts payable of generar fund represent 23ro oi'totar in accounts
palable. Funds balances decreased 2loZ.

Year Ended
Statements ofRevenues, Expenditures and Changes in Fund Balances

ear Utrded June 30, 20 2 and2Dl
2012 2011 Changes

Revenuest
Property taxes $ 2,634,494 $ 2,s39,t70 $ 95,324 4%
Municipal licence tax 645,264 654,596 (9,332) -to
Intergovemmental revenue t1.127,044 17,857,630 (6,730,586) -38yo
Fedenl grants 13,901, t48 t2,493,476 1,407,672 t10
Sales Tax I,294,492 1,240.097 54,395 4yo
Other t,253,'755 1,254,863 ( 1, r08) 0%

Liabilities and Fund Balance
Expenditures:

General Govemment $ 9,719,022 $ I0,020,79t $ (301,769) -30h
Public safetv 1,163,475 1.243,965 (80.490) -6%
Public work 3,210,750 3,336,170 (125,420\ -4v.
Health 482,480 482,480 0v.
Capital outlays 11,345,2t0 6,679,747 4,665,463 700
Bonds, principal and interest 8s?,090 753,450 103,640 14yo
Education and training 7,207,234 6,62t,300 585,934 9%
Other expenditures 562,816 860,249 (297,433) -3syo

Excess of revenues (expenditures)
Over expenditures (revenues) (3,691,880) 6,041,680 (9,733,560)

The most significant changes ofthis statement were as follows:

o Revenues from property tax decreased by $95,324 due to decrease in property tax in the
amount collected. The Intergovernmental rcvenue increased by $6.7 million and a
Fedeml grants increased by $1.4 million, these revenues repres"n4so% of totul ."u"ruar.
Total revenues decreased by $5.1 million. Revemre ftom voiume business tax declaration
were reduced by $9,332, Sales tax decreased by $13,791.

-9-



MUNICIPALITY OT' UTUADO
MANAGEMENT'S DISCUSSION AITD AITALYSIS

. Expenditures. increased by approximately $4.5 million. The general govemment
expenditures increased by $301,769 and Capital outlays increase bi $4.6 million when
compared to the prior year. Other experditues decreased by appioximately $297,433
principally in education and training that increased by approximatity $.S .i ion.

Economic Factors atrd Next year Budget

The Municipality.is a political legal entity with full legislative and administrative powe6 in
every area ofmunicipal govemment, with perpetual existence and legal personality, seiarate and
independent from the central govemmental of puerto Rico. T-he Municipai Govemment
comprises the_executive and legislative branches. The Mayor exercises the exeiutive power ard
the Municipal Legislature, which has 14 members exercises the legislative power.

The Municipality provides a full range of services including public works, education public
safety, public housing, health, community development, culture, recreation and other
administntive services. The Municipality,s principal iources of revenues are property taxes,
municipal license taxes, contributions by the state govemment and federal grants.

The original budget for revenues and expenditures were 12.g million for the general iirnd, total
revenues decreased $ I .7 when compared to budgeted revenues to the actual revenues. Municipal
license tax decrease by $137,263 and license, permits and fines $954,609. The actual
experditures were $562,396 less than budgeted expenditures. The general govemment
expenditures reflect a decreased of $24i,9'12. Excess of revenues under eipenditures reflect a
deficiency of$565.106.

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

CoDtacting the Municipality's Financial Managemerlt

The Municipality's financial statements are designed to present users with a general overview of
the Municipality's finances. If you have questions about the report or need additional financial
information, please contact the Municipality,s Director ofFinance.

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

- 10-



JUAN A. FELICIANO CHARNECO
Certilled Public Accountant

l5l Calle Miguel Salas
Arecibo, PR 00612

Tel: (787) 879-,1433
Fax: (78?) 880-1402

INDEPENDENT AUDITOR'S REPORT

To the Mayor and Municipal Council of
the Municipality of Utuado

Utuado, Puerto Rico

weiave audited the accompanying financiar statements ofthe Govemmental Activities, each major
filnd and the a€gregate remaining fund information ofthe Municipality of Utuado, pueno Rico lihe"Municipality") as of and for the year ended June 30, 2012, which collectively comp se the
"Municipality" basic financial statements, as listed in the accompanying table of contenis. These
financial statements are the responsibility ofthe Municipality's m-ug"-*t. My responsib iry is to
express opinions on these financial statements based on my audit.

we have conducted my audit in accordalce with auditing standards generaly accepted in the United
states of America and the standards applicable to financial audits contained in Govemmelt Auditing
Standards, issued by the Comptroller General ofthe United States. Those standards require that wi
plan and perfom the audit to obtain reasonable assuance about whether the financial statements are
free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstaices. but not
the pu.pose of expressing an opinion on the effectiveness of the Municiparity intemar control over
financial reporting. Accordingly, we express no such opinion. An audit aiso 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
maflagement' as well as evaluating the overall filancial statement presentation. we believe that mv
audit provides a reasonable basis for my opinion.

In our opinion, the financial statements referred to above piesent fairly, in all material respects, the
respective 

_financial 
position of the govemmental activities, each major fund and the aggegate

remaining fund information ofthe "Municipality" as ofJune 30, 2012, and the respectiv" 
"tiig"i 

in
financial position, and cash flows, where applicable, thereof for the year then ended in confJrmity
with accounting principles generally accepted in the United States ofAme ca.

-11-



In accordance with Govemment Auditing Standards, we have also issued my report dated March 15,
2013 on my consideration ofthe "Municipality" intemal control over fi nancial ieporting and on my
tests oJ its compliance with certain provisions of laws, regulations, contracts and grani agreements
and other matters. The purpose of that report is to describe the scope of our testing oi inte;al control
over financial reporting and compliance ard 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 integal part ofan
audit perfomed in accordance with Governmental Auditing standards and should be coniidered in
assessing the results ofmy audit.

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary comparison information on pages I through l0
and page 17 be presented to supplement the basic financial statements. Such information, although
not a palt of the basic financial statements, is required by the Govemmental Accounting Standards
Board, who considers it to be an essential part of financial reporting 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 audiiing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management's responses 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 foming opinions on the financial statements that
collectively com?rise the "Municipality" financial statements as a whole. The introductory section,
combining and individual nonmajor fund financial statements, and statistical section, are iresented
for purposes of additional analysis and are not required part of the financial stateme;ts. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular ,4-133, Audits of States,
Local Governments, 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 scheduleof expenditures of federal awards are the responsibility ofmanagement and were derived from
and relate directly to the underlying accounting and other records used to prepare the financial
statements. The infomation has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedues, including comparing and reconciling such

-t2-



infomation dhectly to the underlying accounting and other records used to prepar€ the finatrcial
statements or to the financial statements themselves, and other additional procedures in accotdance
with auditing stardards geoeralty acaepted in the United States of America. In our opinion, the
infomatiotr is fafuly stated in all material respects in relation to the financial stateme s as a whole.
The itrtoductory and statistical sections have not been subjected to the audititg Foc€dures applied
in the audit of the basic financial statements and, accordingly, we do not express ar opinion or
provide arly assurance on them.

Arecibo, Puerto fuco
March 15,2013

The stamp number2Uo ll58
was a{fixed to the
original of this report.

CIANO CHARNECO

1,2013

a551r,s I
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MI]NICIPALITY OF UTUADO, PI'ERTO RICO
STATEMENT OF IIET ASSETS

JI,NE 30, 2012

Governmental
ActivitiesASSETS

Cash and investments

Cash with fiscal agent and other
Accounts rcceivable from goverment
Capital assets, net of accumulated depreciation

Total assets

LIABILITIES AND FUND EOUITY

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

Non-current liabilities:
Due within one year

Due in morc than one year

Total liabilities

NET ASSETS

lnvested in capital assets, net ofrelated debt
Restricted for:

Debt service

Other activities
Capital project activities

Committed
Urestricted (deficit)

Total net assets

Total Liabilities and oet Assets

See notes to financial statements.

$ 9,981,415

2,885,480

257,505
68,6',16,579

_!__q,q@pze

1,241,67't

262.603

485,046

964,008

6,158,722

9,112,056

68.205.372

1,622,444

702,329

8,723,553
2,966.413

(9,531,r 88)
72,688,923

_$_-qpq9pze
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MUMCIPALITY OT UTUADO
RDCONCILIATION OF THE STATEMENT OF R.EVENI'ES,

E:XPENDITI]RES, AND CHAIIGES IN TUND BAIIINCES OF
GOVERNMENTAL TUNDS TO THE S?ATEMENT OF ACTIVITIES

YEAR ENDED JUNE 3O,2OI2

- Net change in fund balance - total govemmental funds $ (3,691,gg0)

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

Govemmental funds report capital outlays as expenditures. However,
- in the statement ofactivities the cost ofthose assets is allocated

over their estimated uselil Iives and reported as depreciation expense.
Purchase ofproperry $ 11,345,210

- Less: current year depreciation e,043,554) 9,301,626

_ The repaiment of the principal of long-term debt consumes the current
financial resources of govemmental funds. The transaction,

_ 
however, has any effect on net assets.

Principal payments

Chatrge itr net assets ofgoyernmental activities

616.813 616.813

- See notes to financial statements.

$ 6.226.ss9

-18-



MUTUCIPALITY OF UTUA.DO, PUERTO RICO
BUDGETARY COMPARISIOT SCHEDI'LE {BI'DGET BASISI

GEIIERAI, FI'T{D A.IID DEBT SERVICE FUI{D
FOR THE FISCAL YEAR ENDED JIIITE 30, 2012

REvENUES:

lnterSovemm€ntal .evenues

Licenses, p€rmils and fines

Renr of prop€rties

MunicipalSales Tax
Othe. financial sources

EXPENDITURXS:

Gen€ral aovemment

Publ;c safety

Health

Crlllure and recreation

Olher expenditure

Exces ofrevetru$ over (unde.) exp.ndir!rcs

Budgerql Anou1s
Oigiml Final

s 340,t21
782.527

7,273,423
1,678,341

12,000
t62,091

351,501

650,000

t,567,774

$ 340,72t
782,527

7,273,423

r,678,341

72,000
r 62.091

351,50r
650,000

1,567.774

$ 340.721

645,264
7,247,183

'723,732

40,226

224,503
265,294
696,179

1,567,774

lt,750,876

(137,263)

{26,240)
(954,609)

(31,1741

62,412
(86,207)

46,t79

5 12.878.J78 $ 12.878-178 (1,t27,502)

$ 6,723,253
2,974.085

1,395,492

6l1,568
843,272

230,708

100,000

$ r2,878.J78

$ 6,765,336

3.223,646
1,168,733

482,568

672,116
186,581

379,096

6,517.364

3,210,749
l,l63,,175

482.482
183.120

379,696

379,096

247-972
t2,897

5,258

86

489,296
(193,113)

$ t2.878.378 12Jt5.982

S - $ 1565.106r

562.396

_!__ (!!!J_q!t

Explanation of Differ€nces:
Sourcevinfl ows of resources:

Actual amounis (budgeury basi, ,,available for appropriation,, fmm the
budSetary comparison schedule

Differ€nces - budgel 10 CAAP:
Revenues rcported for financial repordng purpos€s

Total .evenu€s as r€ported on the sratemenl of .e!enue, expendirur€, and
changes in fund balances

Uses/outfl ow olresourc€s
Aclual amounts (budgetary basis) "tolat charges to appropriations,, from the
budSetary compeison schedule

Difterenc€s - budgel !o GAAP:
Non budgel€d expendilures
Expenditures budgeted this y€ar from prior year
Other financial .esurces hanslbred to deb. seruice and other funds

Tot l expenditures as r.porr€d oD the sratemeDt of reveDw, erpenditur.s
and chaDge in luDd bahnces

See notes to budgetary comparison schedute.

$ l r,750,876

122,812

-!___lL!l!48

$ 12,315,982

261,576

(379,096)

- l9-
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

GENEML ORGANIZATION

The Municipality of Utuado (The Municipality) was founded in lggl. The govemmental
system ofthe Municipality is composed ofthe executive and legislative bodies. ThJMayor is the
chief Executive officer and is elected every four years in the general elections of puerto Rico.
The legislative body consists of fourteen assemblymen also elected i,' the general elections of
Pue(o Rico for a four-year period.

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

The financial statements of the Mutricipality have been prepared in conformity with generally
accepted accourting principles (GAAp) as applicable to governmental entitiis. The
Covernmental Accounting Standards Board (GASB) is the p mary standard-setting body for
establishing govemmental accounting and financial reporting principles. Certain amounts
r€ported for prior year and notes have been reclassified to conform to the curent vear,s
presentation.

The GASB periodically updates its existing Governmental Accounting and Financial Reporting
standards, which along with subsequent GASB pronouncement (statements and Interpretationsj
institute GAAP for govemmental units. A summary ofthe Mulicipality,s significant accounting
policies consistently applied in the preparation of the accompanying basic financial statementi
follows:

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a, ReDortins Entity

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

In June 1999, the GASB issued Statement No. 34 ,aJic Financidl Staternents an.j
Management Discussion antl Analysis for State and Local Goverfirhents. This Statement
establishes new financial reporting requirements for state and local govemments. It rcquires
new information and restructures much ofthe information that govemments have reportid in
the past. Comparability with reports issued in prior years is affected. In June 2001, The
GASB issued Statemer]1.No.3T Basic Financial Statemenrs and Management Discussion and
Analysis for State and Local Gotefiments 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 in Statement No.
34. The Municipality implemented this Standard for the fiscal year ended June 30, 2004.



MUNICIPALITY OF UTUN)O, PUERTO RICO
NOTES TO TINAITCIAL STATEMENTS

JUNE 3(), 2012

r. SUMMARY Or SIGNIFICANT ACCOITNTING POLICIES (Conrinuation)

b. Fitrancial Reportins Entity

The accompanying basic financial statements include all departments, agencies and municipal
entities that: (1) are under the legal and administrative control of the 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 Autohomous
Municipalities Act of the CommontNeahh of puerto Rico. The Municipality's malagement
has considered all potential component units for which it may the financially accountable and
other legally separate organizations for which the nature and significance oftheir relationship
with the MuDicipality may be such that exclusion oftheir financial statements ftom those of
the Municipality would cause the Municipalily,s basic financial statements to be misleading
or incomplete according to GASB Sratement No. 14, - The Financial Reporting Entity (GASB
No. )1.) and GASB Statenent No. 39, Deltermining Whether Certain Organbaiions are
Component Ukites Amendment of GASB St1tement No. t4 (GASB No, 39) ro determine its
Jina ciaI reporting entity-

The Municipality's management has considered all potential component units (whether
governmental, not-for-profit, or profit-oriented) for which in may be financially accotmtable,
and other legally separate organizations for which the Municipality is not financially
accountable but the nature and significance oftheir relationship with the Municipality may be
such that exclusion of their basic financial statements from those of the Municipaliiy would
cause the accompanying basic financial statements to be misleading or incomplete

The Mutricipality,s maragement has concluded that, based on the aforementioned criteria.
there are no legally separate entities or organizations that should be reported as component
units ofthe Municipality as ofJune 30, 2012 nor for the year then ended.

As indicate in Note 18, during fiscal year 2012, the Municipality noted that certain
adjustments were noted to present properly the net assets and fund balances at June 30. 2011
as a result assets, liabilities and net assets were restated.

-21-



MUNICIPALITY OI. UTUADO, PUERTO RICO
I{OTES TO FINANCIAL STATEMENTS

JUNE 30, 2()12

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conrinuation)

The basic financial statements include both govemment-wide and fimd financial statements.
While the previous model emphasized fund types (the rotal ofall funds ofa particular t)?e), in
the new reporting model the focus is on major individual funds (within ihe fund hnancial
statements). Both the governrnent-wide and fund financial statements categorize activities as
govertunental activities. In The governrnent-wide Statement of Net Assetithe goverunental
activities (a) are presented on a consolidated basis in one columl, and (b) are reflected, on a
full accrual, economic resource basis, which incorporates longterm assets and receivables as
well as long+erm debt and obligations.

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

This govemment-wide focus is more on the sustainability ofthe Municipality as an entity the
change in aggregate economic position resulting ftom the activities ofthi fiscal period.

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

The govemrnental funds financial statements are presented on a ctment financial resource
measruement focus and modified accrual basis of accounting. This is the mamer in which
these funds are normally budgeted. This presentation is diemed most appropriate to (a)
demonstmte legal and covenant compliance, (b) demonstrate the sources and use of liquid
resources, and (c) demonstate how the Municipality actual experience confoms to the
budget or fiscal plan. Since the governrnental fund statements ari presented on a different
measuiement focus and basis of accounting than the govemment-wide statement, a
reconciliation is presented on the fund statement, which biiefly explains the adjustments
necessary to transform the fund based financial statements into the govemmental column of
the government-wide presentation.

c, Basic Financial Statements-GAsB Statement No. 34



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTF,S TO FINANCIAL STATEMENTS

JUNE 3(), 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

d, Basis of Presentation

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

Major Funds

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

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

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

Debt Semice Fund - Debt service fund is used to account for the accumulation of resowces
for, and the pa),rnent of, general long-term debt principal and interest.

Heacl Starl - Prosram Funds The special revenue fund ofHead Start is a major fund used
by the Municipality to accorurt for revenues derived from the grant that is leg;lly restricted
by outside parties for use on specific purpose. The uses and limitations ofthis revenue fund
are specified by municipal ordina[ces offederal and state statues.

Homeland Securiry Fund FEMA fund is used to account for the financial resources for the
acquisition of personal property and_/or construction of major improvements which are not
financed by other funds.

This fund accounts for revenue sources to provide comptehensive health, educational,
nutritional, social and other services to economically disadvantaged pre-school children so
that the children will aftain overall social competence.



MUNICIPALI?Y OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2Or2

t. SUMMARY OF SIGNITICANT ACCOUNTING POLICIES (Continuation)

Basis of Presentatiotr

However, resources restdcted to expenditue for purposes nomally financed from the

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

requirements are appropriately satisfied. In this case, a special revenue fund to account for
such kind oftransactions will be used only iflegally mandated.

Uhcr Elalb fua! uaye! fuadil Special revenue funds are used to account fo. the proceeds

ofspecihc 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 improvements, which are not financed by
other funds.

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

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

Measurcment Focus, Basis ofAccounting andfinq cial slatement prcsehtalion
Go,,ternment-wide Fi a cial Statements - The govemment wide financial statements are

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

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

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

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

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

satisfied.

-24-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2Ol2

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conriruatiotr)

Basis ofAccountine

Governmental Funds Financial Statefient - Govemmental Iimds are reported using the
curent financial resowces measurement focus and the modified accrual basis of accounting.
Under this method, revenues are recognized when measurable and available. ..Avai1able,,

means collectible within the curent period or 90 days after the end ofthe period to use them
to pay liabilities of the current period. Miscellaneous revenues are recorded when collected.
Revenues collected in advance ofthe fiscal year to which they apply are recorded as defened
revenues and recognized as revenues in the year to which they apply. Expenditures are
generally recognized when the related fund liability is incurred. General capital asset
acquisitions are reported as expenditures in govemmental funds.

Governmentdl Futld Twes / Governmental Actiyities Governrnental funds are those
through which most govemmental functions of the Municipality are financed. The
acquisition, use, and balances of the Municipaliry,s expendable financial resources and the
related liabilities are accounted for through govemmental funds. The measurement focus is
upon determination ol changes in financial position, rather than upon net income
detemination.

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

The p ncipal revenues sources considered susceptible to accrual include property taxes,
municipa.l license taxes, intergovemmental grants and contributions, interest on deposits, and
certain charges for services. These principal revenue sources meet both measurability and
availability c teria in the accompanying FFFS, except for amounts recorded as defened
revenues.

-25-



MUNICIPALITY OF' UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUr{E 30, 2012

1. SUMMARY OF SIGNIIICANT ACCOUNTING POLICIES (Continuation)

Basis of Accounting

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

recorded in a similar manner to the GWFS, using the previously discussed criteria set forth

by GASB No. 33 for non-exchange transactions' but subject to and-limited by the availability

criteria discussed above. Accordingly, property tax and municipal license tax receivables are

also genemlly rccorded in the fiscil yiar when an enforceable legal claim has arisen while

p.op"-.ty tu* und municipal license ta.x revenues (net of amounts considered not collectible)

ine'also generally recorded in the fiscal year when resources are reQuired to be used for the

first fiscil year ihut th" u"" of the resources is permitted Receivables and revenues fiom

federal and state grants and contributions, donations and entitlements are also generally

recorded when all eligibility requirements imposed by the provider have been met (generally'

as qualifiing reimburiable expenditures are inctrred for expenditure-driven grants)'

Intercsts on deposits arc recorded when eamed since these revenues are considered both

measurable and available at June 30. 2012.

h.

Encumbrances

Govemmental funds employ encumbrances accounting. Under the encumbmnce system, all

purchase orders, contracts and other conrnibnents for the expenditure of funds are recorded

in order to reserve that portion of the applicable appropriation Under generally accepted

accounting principles, encumbmnces outstanding at year-end arc report€d as reseruations of
fund balanies and they constitute neither expenditures, nor liabilities Fncumbrances

constitute the equivalent of expenditures for budgetary purposes only, and accordingly, are

reported with expenditures in all budgetary basis statements.

BudgetarY Control

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

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

statements.

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

for the fiscal year commencing the following July lst. The proposed budget includes

estimated expendilures and their financing sources.
(2) The budget document is available for public inspection prior to its approval by the

Municipal Assembly.

-26-



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO rINAITCIAL STATEMENTS

JUNE 3(), 2012

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (ContinuatioD

Budgetary Control (continue)

(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 annual apprcpriation 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
encumbrances, as described below:

The actual rcsults of operations, presented in the Statement of Revenues, Expenditures and
Changes in Fund Balances-Budget and Actual-General Fund, are reflected in conformity with
the budgetary accounting of the Municipality for a better comparison with the budget
information.

Ame[dments to the budget, and budgetary transfers related to personal expenditures, require
the approval of the Mr-rnicipal Assembly. Non-capital encumbmnces lapse at the end of the
next fiscal year. During the fiscal year, the Municipality maintains its original budget for the
revenues and expenditures.

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

(1) Encumbrances are recorded as expenditures under the budgetary basis alld as reservatioN
offund balarce under the GAAP basis.

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

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

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

-27 -



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Leeal Compliance

Article 7.003, Law No. 8l of August 31, 1991, amended require that Mayor provide to
Municipal Legislature an annual balanced budge indicating: 1) interest, amortization and
retirement public debt, 2) statutory obligations, 3) judicial claims payments, 4) any amount to
cover prior years deficit, 5) contact commitments ard operational expenditures. For annual
interest and principal debt amo(ization, CRIM provides annual estimated resouces 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 ard which are based in annual activity. The legal level of
budgetary control is at the individual department level for general flmd (Mayor and
Legislatue funds) expenditures, and arnual principal and interest due for debt service fund.

I)eposits

Substantially all cash balances are commingled in a general checking account and several
special purpose bank accountsj except for cash and investments rcstricted by law. Each fund
.ecords 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-beadng bank accounts. Investment eamings are
credited to the respective f,md.

Inventories

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

Capital Assets

Fund Financial Statements

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

J.

k

t.
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MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINA.ITCIAL STATEMENTS

JUNE 3(), 2012

r. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Gowmmefi t-ltride Financial Statemefits

Purchased capital assets are recorded at cost. Donated capital assets arq recorded at their
estimated fair value at the time they are received by the Mutricipality and is capitalized in
the Statement of rlet Assets. Major renewa]s and betterment are capitalized: replacement,
maintenance and repairs, which do not improve or extend the life ofthe respective assets, are
charged to operations.

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

l. Vacalion and Sick Lear e and Other Compepsated Absences

Municipal employees are granted 30 days of vacation and l8 days ofsick leave annually.
Vacation leave may be accumulated up to a maximum of 60 days and sick leave up to a
maximum 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 pdor
to use of all or part of the sick leave terminates all dghts for compensation, except for
employees with ten years or more of service who are entitled to sick leave pay to the
maximum allowed. The Municipality is required to pay excess sick leave over 90 days on or
before March 3l of the accumulated excess at December 31, of prior year. Employees'
maximum allowed accumulated vacation, with the employer's shate of payroll taxes, are
accounted for the Statement ofNet Assets.

m. Insurance

The Municipality has insurance coverage for its public facilities and equipment, primadly to
provide protection in case of disaster ard other losses. Also, principal officials of the
Municipality are covered utder various surety bonds. The Secretary of the Departmelt of
the Treasury of the Commonwealth of Puerto fuco is the designated agency to obtain the
necessary insurance coverage for the Municipality,
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

n, Restricted Assets

lnves tments and Certificates

Certai[ proceeds of the Municipality revenue bonds as well as certain resources set aside for
their repayment, are classified as restricted assets on the balance sheet because their use is
limited by applicable bond covenants. The ,.revenue bond,, maintenance account is used to
report those rental proceeds that a.e restricted for use in maintenance of the properties. The
"revenue bond fulld account" is used to segregate resources accumulated for debt service
payments over the next twelve months. The ..Debt Service Account,, is used to report
resouces set aside to make up potential future deficiencies in the ..revenue bond fund
account".

Cashwith liscal asent
The cash with fiscal agent pertaining to the debt service reprcsents propefy ta\ collectioN
retai[ed 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 from bonds and notes issued principally for the acquisition or construction
of permanent imprcvements are accounted in the capital project fund. In debt service fund
are unsecured and collateralized, as no collateral is required by governrnental banl<s.

o. Fund Balance

During year ended June 30, 2011, the Municipality implemented GASB Statement No. 54,
Fund Balance Reporting and Governmental Type Definitions (..GASB 54,,). The objective of
GASB 54 is to enhance the usefulness offlmd balarce information by providing clearer fund
balance classifications that can be more consistenrly applied and by clarifiing the existing
govemmental fund type definitions. GASB 54 establishes fund balance classifications that
compdse a hierarchy based primarily on the extent to which a government is bound to
observe constraints imposed upon the use of the resources reported in the govemmental
funds. The implementation ofthis statement had no impact on the total fund balances for the
Municipality's govemmental fu nds.
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l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continuation)

Fund Balance (continued)

The Municipality classifies govemmental fund balances as follows:

> Nonspendable includes amounts that inherently catulot be spent either because it is not
in spendable form (i.e., prepaid, inventories, longterm portions of loans receivable, etc.)
or because oflegal or contractual requirements (i.e., priniipal ofan endo\ament, etc.).

> Restricted includes amounts that are constrained by specific purposes which are
extemally imposed by (a) other govemments through laws ind regulations, (b) grantors
or contributions through agreements, (c) creditors through debi covenants or other
contracts, or (d) imposed by law through constitutional provisions or enabling legislation.

> Committed - includes amounts that are constained for specific purposes that are

iryemally -.imlosed by the govertunent thrcugh fomal actions made by the
Municipality's legislative body, which is the highest level of decision making aut'hority,
before the end ofthe reporting period. Those commifted amounts cannot be used for anv
other purpos€ unless the goverrment removes or changes the specified use by taking the
same type ofaction it employed to previously commit those mounts.

> Assigned - includes amounts that are intended to be used for specific purposes that are
neither consider restdcted nor committed; in addition, such assignmenti are made before
the report issuance date.

> Unassigled - ilclude amounts that do not qualifi to be accounted for and repofted in
any ofthe other fund balance categories. This classification represents the amount offirnd
balance that has.not been assigned to othet funds and that has not been restdcted,
committed, or assigned to specific purposes within the General Fund. The General Fund
should be the only fund that reports a positive unassigned fi.md balance amourt. ln other
govemment funds, if expenditures incurred for specific purposes exceeded the amounts
that are restricted, committed, or assigned to those purposis, it may be necessary to report
a negative unassigned fund balance.
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l. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Fund Balance (continued)

The Municipality generally uses rest cted amounts first when both rcstricted and

unrestricted (committed, 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 committed, then assigned, and lastly unassigned

amounts of unrestricted fund balance when expenditures are made. The Major and

Finance Director in accordance to Municipality plans establish the classification of fund

balances.

Interfund transaction

The Mwricipality has the following tlpe of tra.nsaction among funds: Operating Transfer

- Legally required transfers that are reported when incurred as "Operating transfer-in" by

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

Claims and Judgments

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

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

Statement of Net Assets.

Use of Estimrtes

The preparation offinancial statements in conformity with generally accepted accounting

principles requires management to make estimates and assumptions that effect the

reported amounts ofasses and liabilities and disclosure ofcontingent assets and liabilities

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

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

Totals Column (Memorandum Onlv) Governmental Funds Statemetrt

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

since Interfund eliminations have not been made.

p'

q.

f.
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2. PROPERTY TAXES

The Municipal Revenue Collection Center (CzuM) of the Commonwealth of puerto Rico is
responsible for the assessment of all real and personal prcperty located within the Municipality
of Utuado and for the le!T, administration and collection ofthe corresponding taxes.

The property tax is levied each year on the assessed value ofthe property at the begituing ofthe
calendar year. Assessed values of real property are established at the estimated curent value
existing in the year 1957 and of personal property at the current value at the date of the
assessment.

Real property taxes are billed by the CzuM and are due in two equal installments in July and
January following the assessment date. Personal property taxes arc self-assessed ad are due in
May 15, when the property tax retum is required to be filed.

The tax mte per annum is 8.83olo for real property and 6.8370 for personal Foperty of which
3.83o/o and 1.830/o, respectively, belongs to the Cornrnonwealth of Puerto Rico and 4.5% of both
percents belong to the Municipality. From the portion belonging to the Municipality,3%
represents the Municipality's basic rate, which is appropriated for general purposes and,
therefore, accounted for through the general fund. The remaining portion belonging to the
Municipality of 1.3% represents the ad-valorem" tax withheld by the CRIM as fiscal agent, and
restricted for debt service which is accounted for though the debt service fund (See note I l).

The Municipali{ has reached the maximum statutory tax rate limit for the basic tax while there
is rlo limitation for the ad-valorem tax rate.

Complete real property tax exemption is ganted by the Commonwealth of Puerto Rico on the
first $15,000 of the assessed valuation of ouner occupied residential units. However, the
Municipality receives the full amount levied, except for residential units assessed at less than
$3,500, on which a complete exemption is granted. Vetemns have additional exemption from
taxes of$5,000 ofthe assessed value ofreal Foperty. The Department ofTreasury instead ofthe
property taxpayer becomes the souce of payment irl these cases.

Complete exemption from personal taxes up to an assessment of 950,000 is granted to retailers
with an annual volume ofnet sales under $150.000.
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PROPERTY TAXES (continuation)

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

ur"aio.,fr" a'"U, ."-ice, which will be collecied in the fiscal year' The basic tax is advanced to

O" U"ri"ip"ffay durini such fiscal year. It is the pmctice to amonize these advances through

the subsequint collection by the CRIM ofthe basic tax from the taxpayer

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

nn-"ing .o*".t.'e. this tax is collected and reported by the CRIM, it is recorded the general

n oJu. i"u""u". fft" property tax received from the Deparhnent of Treasury' which is related to

the exo emtion granted by the Commonwealth of Puerto Rico is reflected as revenue in the

general fund.

Since the collection of property taxes from the taxpayers is under the administration of the
-nitl, 

tt 
" 

Ir,l*i"ipulity iecognized as an expenditue the operational expenses allocated by the

CRIM to the Municipality, which amounted to $ 68,950 dudng 2012'

The following is a summary ofthe property tal< advances, that rcsulted in an account receivable'

for the year-ended:une :b, ZOlz. The resulting receivable is pre-sented as a revenue in the

leneral iund to Fund Financial Statement and as a revenue in the Government Wide Financial

Statements.

Accounts receivable:

ortization collections of property taxes by the CRIM

07-01-l l - 06-30-12

Advance received. 07-01-11 - 06-30-12



3. DEPOSITS

Deposits include certificates of deposits ainounting to $3 75 million 
-The 

Municipalify's cash

and investments at June 30, 201i, were entirely covered by the Federal Depository I^urance

Co.p".rti". by collateral provided by the banks and held by the Department of the Treasury

""r.'**t to aoolicable laws and regulations. Cash with fiscal agent is maintained in interest-

["*irg".*ri,it rn irr" Goremment-Deuelopment Bank for Puerto Rico, in the debt service fund

u.. rn!""u,"4 and uncollateralized, as no iollateral is required to be carried by govemmental

banks.

Puerto Rico laws authorize governmental entities to invest in dircct obligations or obligations

guaranteed by the federal go;emment or the Commonwealth of Plrerto fuco The Municipality

I also allowid to int est in bank acceptances, other bank obligations and certificates ofdeposit in

iinancial institutions authorized to do business under the federal and Commonwealth laws'

iuti"g tf," year, the Municipality invested its funds in interest-bearing bank accounts' and

.t or,-i"r* 
""nlfi"ur". 

ofdepoiit, iidue date is not more than 90 days, the certificate considered

as cash equivalents.

CONCENTRATION OF CREDIT RISK

Pue(o fuco laws authorize goverrnnental entities to invest in direct obligations or obligations

guaranteed by the federal goiemment or the Corrunonwealth of Puerto fuco The Municipality is

flso allowed"to invest in bank acceptances, other bank obligations and certificates of deposit in

irnancial institutions authorized to do business under the federal and Commonwealth laws'

During the year, the Municipality invested its funds in interest bearing bant accounts' and short-

telm certificates of dePosit.

Custodial Credit Risk

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

-a ior"ign.i.t-g" exposure ofdeposits and investments ofthe Municipality at June 30' 2012:

Creditrisk-ThisistheriskthatanissuerorothelcountelpartytoaninvestmentwillnotfuIfill
ii" ottigutlon.. In compliance with the laws and regulations of the Commonwealth of Puerto

ni"o, ifri lf*ic;pufity 
'has 

adopted, as its custodial credit risk policy, he Statement of Unifom

Inveitment Guitlilinei fot the Municipalities o.f the Commonwealth of Puerto Rico' issued by lhe

Govenment Derelopient Bankfor Puerto Rico. Accordingly' the Municipality is only allowed

MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

,1.
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to invest in obligations ofthe Commonwealth of Puerto Rico, obligations ofthe llnited States of

e.".i"u, ""rtifi"ut"t 
of deposit, commercial paper, bankers' acceptances or in pools of

oUiigution. of tf,e uunicipaliiies of Puerto Rico, which arc managed by GDB According to the

aforlmentioned investment guidelines, the Municipality is not allowed to invest in marketable

securities or any other type ;f investments (debt securities) for which credit sk exposure may

L" .igrin"-t. 
" 
Contequ"rtly, ut June 30, 2012 and for the fiscal year then ended' the

Muniiipality invested only in certifrcates of deposit in commercial banks' which are insured by

ile f"A"rdb"posit tnsurance Corporation (FDIC), generally up to a ma'rimum of$250'000 per

Jep*iio.. No investrnents in debi of equity securities were made during the flscal year ended

iri":0, ZOfZ. Therefore, the Municipality's management has concluded that the credit risk

i"fuaa io -y possible loss related to defaults by commercial banks on the Municipality's

deposits is considered low at June 30, 2012.

Iuterestraterisk.ThisiStheriskthatchangesinintelestratesofdebtinvestmentswill
adveNely affect the fair value of an investment. The Municipality manages its exposue to

declines in fair values by: (l) not including debt or equity investments in its investments

portfolio at June 30, 2011, ii) tirnidng the weighted average maturity. of its investments in

certificates of deposit to periods of tkee months or less and (3) keeping most of its banks

deposits and certfficates oi deposit in interest bearing accounts generating interest at prevailing

.*kat .ut.. as required iy the Statement of Unifurm Investment Guidelines for the

Mu icipalities of the Commonwealth of Pue o Rico' issued by the Governm.enl De''telopment

Bank jor Puerti Rico (the adopted policy of the Municipality). At June 30,.2011, the interest

rate risk associated with the Municipality's cash and cash eq,ivalent is considered low since the

investinent portfolio of the Municipality consists of cenificates of deposit. and do not include

debt securities or any type ofinvestments that could be affected by changes in inlerest rates.

Custodial credit risk In the case ofdeposits, this is the risk that in the event ofa banl< failure'

the Municipality's deposits may not be recovered. Pursuant to lhe State' ent of lwestment

Guidelines for ihe Goternmenl of the Commonwealth of Puerto Rico' the balances deposited in

commerciai banls by the Municipality are insured by the Federal Deposil Insumnce Corporation

(FDIC), generally up to a marimum of $250,000 per depositor' In addition, public funds

a"poriiea in commercial banks by the Municipality are fully collateralized for the amounts

deposited in excess of the federal depository insurance. A11 securities pledged as collateral are

heid in the Municipality's name by the agents of the Commonwealth's Secretary of Treasury'

Deposits ofGDB, are uninsured and uncollateralized. Howevet, no losses related to defaults by

GDB on deposit transactions have been incuned by the Municipality through June 30, 2012 lt is

management's policy to oI y maintain deposits in banks affiliated to FDIC to minimize the

custodial credit dsk, except for GDB.
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Therefore, the Municipality's management has concluded that at June 30' 2012' the custodial

"rJi 
.irt uoo"iut"O *ith ihe Municipality's cash and cash equivalents is considered low'

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

the value of an investment or a deposit According to the aforementioned investment

;;"il;;, uaop,"a uy the Municipaliiy, the Municipality. is prevented from investing in

Ioreign securities or any other types of investmenrs for which foreign exchange dsk exposue

-uy'U" "lgnin"*t. 
Accordingli, management has concluded-that 

^the 
foreign exchange risk

related to the Municipality's deposits is considered low at June 30, 2012'

5. MUNICIPAL LICENSE TAXES

The volume of business tar is levied each year based on the prior year's gross revenues for all

"om-o"iat 
and industrial organizations doing business in the Municipality and which are not

toiAfy o, pu.tiuffy exempt fr-om 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:
17o for financial institutions
for all other organizations 0 5o%

Taxes are payable in two equal semiannual installments on July 1 and January 1 following the

leq, <late. if tihey are paid beiore their maturity, the taxpayer is ganted certain discounts'

The defened revenue ofthe general fund correspond to the business tax levied received from the

next fiscal Year.

The minimum gross revenue to hle the Volume of Business Ta''< Declaration is $5'000 and the

-*imu- tu* p'uyutte is $25. The date to file the Volume of Business Tax Declaration is April

15. The Munici;atry gtants a 5yo discount, if the ta''(es are paid on or before April 15'

Otherwise. 50% of 
-tax-es 

payable must be paid within the firct 15 days of each semester

beginning with the first semester ending December 31.

The Municipality recognized an account receivable for the estimated municipal license taxes to

be collected during thi first two months of next year, but corresponding to curent year'

Municipal license l-axes collected prior to June 30, but pertaining to the next fiscal year are

recorded as deferred revenues.



INTERFUND TRANSACTIONS
DueFro@
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Intra-Entity TraNactions Transfers between the funds ofthe primary govemment are Iepolted

^-internrnA 
tt^.f"o with receivables and payables presented as amounts due to and due fiom

f,-,na.. Int".frrra ."celvables and payables genirally riflect temporary loans, billings for services

provided and tecovery ofexpenditures. The balance are as follows:

7.

For the most part, the effect of interfund activity has been removed from the statement of Net

Assets (Government Wide Financial Statements).

INTERGOVERNMENTAL REVENUES
io*, of intergovemmental revenue consist primarily of governmental payments from the

iommonweatth o'f Puerto Rico and in lieu of tax" payments from certain "quasipublic"

corporations, such as the Puerto Rico Electric Power Autho ty'

Grants and subsidies received fiom the commonwealth of Puerto Rico include, along others, a

general subsidy for capital improvements. Almost all these intergovernmental levenues are

accounted for in the general fufld.

DUE TO GOVERNMENT ENTITIES AND DUE FROM GOVERNMENTAL ENTITIES

as of lune 30, 2012 balances due to govemmental entities of the general fund consists ol the

following:

Due ToDue FromFunds
1,574,687

107,326Hom eland Secu
1.683.839

Due toGovernmental Entities
Puerto Rico Depatment ofTr€as

Puerto Rico Water and Sewer Auth

Puerto Rico Association of E
84,086Puerto Rico Retirement

neIal Administration Services

uerto Rico D€patm ent ofLabor
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9. CAPITAL ASSETS
Include those changes Pursuant to

land and construction in Progress

G ov ernlil eDta I a ctivities:
Capilal assets, not beins d€preciated:

Land
Consauction in Prog.ess

the implementation ofGASB Statement No 34, follows'

are not subiecl to dePreciation
Retrremenl'

Balance and Transf€$ Balances
iroliiit Aodrrionr dr.po'rrrob 6 JU 201? 

-
s 969237 $ 3,453,221

6il.241 5.4m540

-r-6'Il.A7f 
---Tf4i76r-

s - $ 4 A22,4s8t5-106299) 848,482--@ ------t r-iar

I1.951286) I I,841,152
5.306299 66.873.826

- 1,888,742
tt9420l r 1.44l.2l l)

---t6T:sli----M-.04-TJfr

(r,661,125) s)52't26
- 11.055,610

r s 15 781

13.672t 2.717,97 4---t61rTfri ---ffi?Ft
-----z-6-IlTr -----Tt36Tfr
reffiEFffiF

To1al capital assels not being depreciated

capital assets, being deprecialed
B uild inss and btrilding improvements

Equipment

Tolal capihl assets belnS depreciated
Less accumulated dePreci4ion lor:

Buildings and building improvemenls

Total acormulaled depeciation
lolal caDllal assels b€ing depreciaB( nel

ffiGreTilIreG

6.7 60:t92
9.64,1.493
1,406,7 5 5

457914

Depreciation expense was chdrged tu functions as follows:

13r94,63 8
59357,184

1,773,535
1259,5r2

----r3-Er6r-

r,710J43
115207
5 75,E9

-r,Ttr4i9-
254,459

1,41 l,l l7
ll4,276
263,132

---2w1.'fi-

6o"" ,t *--.rn,t 
"ntuI 

u"tititie.,
General government $ 3 06,53 8

Publ c s afe ty 449,588

Publ c work 1 ,021,792
- rhure and recreation 143,051

Health 122,615
$ 2,043,584
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Government Wide Financial Slatements

Ca.iial assets Durchased ale carried at histoical costs Contributed assets arc recorded at fair

,^r[" ii}ir," i"" a.r*.a. aJairioo", I.ptovements and other capital outlays that significandy

extend the useful life ofan asset are capitalized Other costs incurred forrepairs and maintenance

*" 
"*o"n"ad 

as incurred. Depreciation on capital assets is calculated usi[g the straight-line

method over the follo$ ing estimated useful lives:

Vehicles, Heavy Equipment 4-10 $300

Fumiture and Fixtue 10 $300

Computer and Electronic Equipment 5 $300

Buildings 40 $ I

Inliastructure 50 $ I

lmprovements 20-40 $ |

in iaaition, tte Uonicipality assigned a l07o 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.

IO. CTIANGES IN GENERAL LONG-TERM DEBT
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GENERAL LONG.TERM DEBT

nds

Ceneral ion Bonds
Description Balance

l,:rre/30/2012
Due within

one ye,!r

Series 2001, 1,310,000 payable in annual installments of$50,000 tc

$145,000 until 2016; with interest ranging from2.1yo to 5yo $615,000 $105,000

Series 1995, $535,000 payable annual installments of$10,000 to
$55,000 until2014; with interest ranging from4.'7o t9L25% 145.000 45,000

Series 1996, $330,000 payable in annual installments of$10,000 to
$25,000 until2019; with interest ranging from 4.7o/o to 6.5%o 170,000 15,000

Series 2007, $610,000 payable in annual installments of$70,000 to
$l 10,000 until 2013, with interest ranging frolil, 3.93yo lo 1yo 210,000 100,000

Series 2009, $700,000 payable in annual installments of$85,000, t(
$ I 25,000 until 20 I 5 , with interest ranging fro m 4.7 5yo to 7 .5yo 445,000 100,000

Series 2004, $1,060,000 payable in annual installments of $15,000
to $80,000 until2028; wit interest of 50% 880,000 30,000

Series 1998, $165,000 payable in annual installments $2,000 to

$11,000 until 2007; with interest of 5olo 128,000 5.000

Series 1998, $341,000 payable in annual installments of$3,000 to
$c,000 until 2028: *ith interest of57o 104,000 4,000

Series 1998, $341,000 payable in annual installments of$6,000 to
$23,000 until2028; with interest of 59lo 262,000 11.000

Series 2008, $1,510,000 payable in annual installments of$55,000
To $ 160,000 until 2012 1,260,000 75,000

Series 2008, $305,000 payable in annual installments of$35,000 to
$55,000 until20l4; with interest ranging fro,J],3.93yo to 7.5o/o 150,000 45.000

SUB.TOTAL 4,369,000 535,000

Bonds:
Description Balance

lwe/30/2012
Due within

one vear
Series 1997,400,000 payable in annual installments of$10,000 to
$40,000 until 2016; with interest ranging frorrl. 3.28yo to '7 .8lyo 155,000 25.000

Series 1997, 235,000 payable in annual installments of$5,000 to
$20.000 until 2016; with interest ranging from 3.28Vo to gyo 90,000 15,000

SUB-TOTAL 245,000 40.000
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The annual requirements to amortize all bonded debt outstaruling as June 30, 201 2 follows:

The Municipalify is required to limit the amount of general obligation debt to l0olo of the total
assessment ofpropeny located within the Municipality, for bonds to be repaid with the proceeds

of property tax restricted for debt services. Other obligations include compensated absences,

LIMS refinance debt, claims andjudgments.

General Bonds

Description
Balance

ltne/30D012
Due within

one yeat

Series 2008, $3,755,000 payable in annual installments of$60,000 tc

$3,320,000 until 2015; with interest ranging from 5Vo to 7.5o/o 3.560.000 70.000
SUB.TOTAL 3.560.000 70.000

TOTAL $8.17,1.000 $645,000

Year Endin
s 1.180.046

I,t89.224
442,500 1,090,500

398,63'1

-42-

Principal Interest Total
2013 $ 650.000 $ 530.046

2014 703,000 486.224

2015 648.000

2016 579.000 403.325 982.32s
20t'7 454,000 852,637

Sl,hsecuent vears 5.r40.000 3.165.023 8.305.023
TOTAL $ 8,174,000 s 5.425.755 $ 13,599,755



MUNICIPALITY OF UTUADO, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 3(), 2012

11. DEBT Sf,RVICE FUND

The revenues ofthe debt service fund arise from 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 and interest of bonds and notes issued by the Municipality. lnterest

incomi is for thi payment of interest or special obligations notes and property ta,\es are for the

debt service requirements ofthe genera obligations bonds and notes.

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

Puerto Rico from funds obtained from the Following:

Expenditurcs for the yeat 2011-2012 teas as follows:

hincipal $ 616,813

Interest 210,2',77

Municipal salesta\es
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ProDefv ta-xes $ 603,167

598.313

General fund 379.096

TOTAL $ 1,580,576

TOTAL $ 857,090



MUNICIPALITY OF UTUADO' PUERTO RTCO

ITOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

12. RETIREMENT PLAN

Plan Description

Regular employees of the Municipality contribute to a cost sharin€ multiple-employer defined

L"ri"lt ..ti.e-.nt pl*, administered by the Employee' Retirement Sy^stem.of the Govemment ol
po"rto ni"o and its instrumentalities 1-fnS1. enS iorers all regular full time public employees

working for the cel1tral govemrnent, public corporations-and .the 
municipalities of Puerto Rico'

ifr" ,y!,", provides re-tirements pensions, deith and disability benefits Retirement benefits

;;;;i-;;;r'"g. at retirement and number of years of credited service Disabilitv retirement

benefits are uuiilubl" to members for occupational and non-occupational disabilities Benefits

u"ri ut", ,"n years of plan participation. The system was created u-nder Act 447' approved on

rtiuyli,-rssl, "n"it"ment i'ensions, Disability and Death Benefits", as amended' and became

"fiJ"tiu" 
on :-r-y t, 1952. ERS issues a publicly financial report that includes financial

,tui"r"ot. una ,.qrired supplementary information olthe Plan, which may be obtained from the

ERS at GPO Box 42005, San Juan, Puerto Rico 00940'

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

:i, tgsO o, tttor" attaining permanent.tutui b"fot" that date (Old Plan) and for those hired or

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

Elisibilitv

Age 55 and 30 years

Of service

Under 55 and 30 years

Of service

OLD PLAN (LAW 447)

Pension Benefits

75oZ of average highest compelsation
during any years ofcredited service

650lo of average highest compensation

dudng any 3 years ofcredit service

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

annuai retirement benefit equal to 1.57" of the highist compensation in any 3 years of credited

,"rri"" io. 
"u"t 

y"u. of service up to 20 years, and 2olo for each year in excess of 20 yean'

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

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

.ture :0, ZOf2 a copy of which can be obtained from the ERS, Minillas Station' PO Box

42003, San Juan, PR 00940.
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MUNICIPALITY OF UTUADO, PUERTO RICO
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JUNE 30, 2012

13. RETIREMENT PLAN (Continuation)

Elisibilitv

Age 65 with 10 years

of service

Pension Benefits

1.57o of average compensation during

the final 5 years ofcredited services

multiples by the numbers ofYears

credited service

For both olans. the employees are vested when attaining ten yeals of plan participation

brr"ur]ii, I"a a..ir, uenefits are auailable with certain limitations and all aniuities in pay status

*iiii.-ri,"-^"0 every three years by 37o subject to the approval by the Legislature of Puerto

Rico.

Reforma 2000 is a hybrid dehnerl conaibution plan, also known as a cash balance plan Under

il;; G, iir*"'*in u a pool of pension assets' which wilt be investe-d bv ERS' together

;;';;J;ih;;"nt defrned benefit ptan. Beneflrs at retirement age-wi not be guaranteed

rrr th" Commonwealth of Pueno Rico. i he annuity uilt be based on a lormula which assumes

,ili';;"h *;;iil;;;iov..r. .on"iu,tlon rwith a minimum of 8 2750o-otrhe emplolee's salary

;:;"';;;;;;;ii0;;l ;ill be invested in an account uhich will either: (lream a r'lxed

;;'il;;,h"';;-v"u, Conrtur, It'lu..ity Treasury Note or, (2) eam rate equal to 75olo of the

.*., "i!r" 
gns;. i"restment portfolio (net of management fees), or (3) earc a combination of

;;;'"i;";;;"t. Participants will receive periodic account statements similar to those of

;;;il;;;i;ibr,.. plans showing their accrued balances Disability pensions will not be

si;ed under Reforma 2000. rhe employer,s contriburion (9.275% of the employee's salary)

irill be used to fund the current plan

Funditrs PolicY

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

ifr" pf-.".t*", employer and other contributing entities are established or may be amended'
.1i.-,"ooir"a 

"ont 
iUrtioni made by the Municipaiity were based on percentages established by

t#;'i;ht.,iji*';i'rrt" sf.,"rn. Such percentagei were not based on actuarial studies as

reouired bv senemllv accepted accounting principles An actuarial computation of the annual

*,1r.1ir,r"1, ippir""ule ro ite uunicipati{ ilas not been prepared Accordingly rhe amounts by

;;i;;;;;,,fi ;ributions di{fer from tlhe required actuariat contdbutions arc not known'

NEW PLAN (REFORMA 2OOO
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MUNICIPALITY OF UTUADO, PUERTO RICO
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JUNE 30, 2012

13. RETIREMENT PLAN (Continuation)

Contributiotr Requirements

The Municipality's total payroll for the fiscal year 2012 amounted to approximately $9,402,431
Common wealth legislation requires employees to cont bute 5.775% of gross salaries up to
$6,600 plus 8.275Y. of the gross salary in excess of $6,600. Municipality is required to
contribute 9.275y0 ofgross salary annually during year 2012. Municipality is required aIrd actual
contribution under Act 447 and Reform 2000 were $169,037 and $208,847 respectively.

Actuarial ValuatioD

As ofJune 30, 2011, the ERS has an unfunded accrual liability of approximately $17.1 billion,
representing a 9.7o/o ftndiry ratio. This information is not available by each participating
govemment agency or municipalities.

Net assets of the system consist principally of investments in stocks and bonds and loans to
participants. The projected unit credit actuarial cost method was used for the actuarial
calculatio[ Significant assumptions were as follows:

a) Interest rate
b) Salary increases
c) Pre-retirement Modality

6.4Vo a Year
3.0Yo Yeat
For General Employees and Mayors, M-2000
Employee Modality Rates for males and females
projected on a generational basis using Scale AA.
For members covered under Act 127, RP-2000
Employee Mortality Rates with blue collar
adjustments for males and females, projected on a

generational basis using Scale AA.

Gender-specific mortality Iates were developed
based on a study ofplan's experience from 2003 to
2007. Sample rates shown below are as of 2005
and are thereafter projected on a generational basis
using Scale AA.

RP 2000 Disabled Annuitant Mortality Rates,
without projection.
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MUNICIPALITY OF UTUADO, PUERTO RICO
ITOTES I1O TINANCIAL STATEMENTS

JUNE 30, 2012

13. RETIREMENT PLAN (Continuation)

Act uarial Valuali ot1 (C ont inue d)

d) Termination

e) Disability

Withdrawal rates vary by employee category.
For general employees
For police and firc
For Mayors

Rates are based on the six month elimination period
rates ir the 1987 Cornmissioners Croup Disability
Table, adjusted as set forth in the table below.
Rates of disability cease to apply once a member is

eligible lor the 75ozo ofthe Highest Salary maximum
benefit.

100% of disabilities occuring while in active
service are assumed to be occupational for members

covered under Act 127. For other members, 90% of
disabilities occurring while in aclive service are

assumed to be occupational and l00Z are assumed to
be non-occupational.
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Adjustment to 1987 CGDT
Act Members Covered under

A'ct 127

Other
Members

411 100% '15%

1 100% '75%

2000 10070 if more thar l0 years

from retirement eligibility.

30070 ifat or past retirement
eligibility.

Interpolated from l00Yo to
300% in the l0 years

leading up to retirement
elisibiliw.

75%



MUNICIPALITY OF UTUADO, PUERTO RICO
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13. RETIREMENTPLAN (Continuation)

Actuarial Valuation (Co tinued)

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

Act 447 General EmDloyees Oncludes General Hazardous EmDloyees)
Service Condition

Age 10 vears 25 years 30 vears

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 to 64 10.0 t5.0 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%

67 100.0 100.0

Act 447 Police & Fire
Service Condition

Age l0 vears 25 vears 30 Years

45 to 48 t0.ovo

49 15.0

50 '7.0v" 15.0

51 to 56 15.0 20.0

57 20.0 30.0

58 2.5o/o 20.0 100.0

59 to 64 I0.0 25.0

65 to 69 10.0 30.0
70 100.0 100.0
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13. RETIREMENT PLAN (Conrinuation)

- Actuarial Valuatiotl (Cohtinued)

SYstem 2000 Police & tr'ire
Service Corrdition

Age l0 years 25 years 30 vears
45 to 48 9.0%

49 13.5
50 6.3% 13.5

51 ro 56 13.5 18.0
57 18.0 27.0
58 18.0 27.0

59 to 64 9.0 22.5 27.0
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 maxried at
retirement, with females assumed to be four years

- h) Number of employees electing high il}",:?i$il#:fi,"yees assumed ro pay
contributions rehoactive contributions at retirement.

_ D Cost-ofliving adjustments 370 every third year

Accordingly, the pension expense for fiscal year 2012 was approximately $377,883 that

- represented 1000/o ofthe contributions required by funding policies ofthe Plan.

r4. LONG TERM LIABILITIES

- ComDensated Absences

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

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

_ employees who curently are eligible to receive termination payments and other employees who
are expected to become eligible in the future to receive such payments upon temination are
included.
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The changes in Compensated absences for the year ended June 30, 2012 are as follows:

Governmental activity June 30, 201I Net decrease June 30,2012
Due within
One year

Compensated Absences $ I,177,151 $328,640 $ 848,511 $ 66,4s6

15. LEASES

Operaths Leases

The Municipality has several short-term operating lease agreements covedng some of th€
Municipality's premises and equipment. Most of the agreements are renewed annually. Total
rental expenditures for the year ended June 30, 2012, were approximately $76,450 included in all
funds.

16. CLAIMS AND CONTINGENCIES

Continsencies

Contingencies per Act No. 72 of September 7, 1993, Act of the Health Insurance of PR
Administration", (HIA) should negotiate with the municipalities a contribution from the
operational budget for the medical services covered by the Health Care Reform. The
Municipality paid $482,480 during the year to Health Insurance ofPR Administration.

On July 1, 1997, there was a amendment to Act No. 72 in which it was established that the
balance due to HIA from October 1994 to Jwte 30, 1997 will be eamed on the additional lottery
games.

Federal Programs

The Municipality participates in a number offederal financial assistance programs. Although the
Municipality's gant programs have been audited in accordance with the provisions ofthe Single
Audit Act of 1984, as amended, these programs are still subject to financial and compliance
audits and resolution of previously identified questioned costs. These grants are also subject to
audit on behalf of the grantors to assure compliance with grant provisions. lf expenditures are
disallowed due to noncompliance with grant program requirements, the Municipality may be
required to reimburse the grantor agency. Accordingly, the Administration's compliance with
applicable grant requirements will be established at some future date.
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Co ptrol|er's Ofrce Audits

The Municipality of Utuado Puerto fuco, has been audited by the Comptroller's Oflice of the
Commonwealth of Pueto Rico. The Comptoller's Office has issued a final repon related to the
financial operations of the Municipality before the period ofthe single audit. These audit report
do not cover any findings subsequently disclosed to Municipality operations by the
Comptroller's Office.

Continqencies and claims and iudgments against the Municipalitv

The Municipality is a defendant in a number of lawsuits arising principally ftom claims against
the Municipality for alleged improper actions. It is management'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 $'77,667 at J|]nle 30,2012.

T7. MUNICIPAL SALES TAX

Pursuant to the provisions of the Law number 80 ofJuly 29,2007 and effective August 1,2007,
the citizenship contdbution was uniformly established in 1.5%, ofwhich l% will be collected by
the Municipalities and the remaining .5% will be collected by the Treasury Department of the
Commonwealth of Puerto fuco. Also, this Law uniformed the use ofthe contribution of 1.57o in
the following activities; solid waste disposal cost, recycle, public works and improvements,
health services and security services.

The Municipalities ofPuerto Rico are responsible to collect 10lo ofthe conesponding tax with the
same exemptions and limitations that the portion collected by Treasury Department. The Act
provides and optional surtax on the rm-processed food. This surta\ must be approved by the
Municipal Legislature. The Treasury Department is responsible to crcate the Municipal
Development Fund (.02%), the Municipal Redemption Fund (.02%) and the Municipal
lmprovements Fund (.01%0 with the remaining 0.5%. The Municipality collected $696,179
during the year ended June 30, 2012
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JUNE 3(), 2012

18. RESTATEMENT OF 2O1I FINANCIAL STATEMENTS

During the fiscal year ended June 30,2012 the Municipality notes that certain liabilities had
been overstated or understated as well as other differences rclated with adjustments to capital

- assets and reclassification of certain fund balances. As a result the net assets and other funds at
June 30, 201l, have been adjusted as previously reponed,

I+ad Bond Hom€land Debt CenaIal Other Net

Slarl Fund Socuritv Service F[nd Fund

June30,20ll $ 43,%5 $ 344,887 $ 2pt7,1tz $ 1,382.592 $ t0,369,352 $ 70,483590

t:82,9cI. (829021

63,934 5,391 t49922 (483,64,1) 1,160,660 1,195,363

Gd6lassel (5.210Jm)

Beginning bahn€, 6
erabdJue 30,2011 $ 107,89 s 3$,278 $ 2,r66,8t $ 1382,592 $ (2,304,134) 5 llr30,0l2 s 66,55,.t6I

19. SUBSEQUENT EVENTS

- In preparing these financial statements, the Municipality evaluated events and transactions that
occurred often the financial statements date for potential recognition or disclosure through March
15,2013, the date on which the financial statements were issued.
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JUAN A. FELICIANO CHARNECO
Certilied Public Accountant

151 Calle Miguel Salas
Arecibo, PR 00612

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

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

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARS

To the Mayor and Municipal Council of
The Municipality of Utuado

Utuado. Puerto 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, 2012 and has issued my report thereon
dated March 15, 2012. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control over Financial Reportine
Management of Municipality ofUtuado is responsible for establishing and maintaining effective
intemal control over financial reporting. In planning and performing our audit, we considered the
Municipality's intemal control over financial reporting as a basis for designing my auditing
procedures for the purpose of expressing my opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Municipality of Utuado intemal
contol over financial reporting. Accordingly, we do not express an opinion on the effectiveness
ofthe Municipality's intemal control over financial reporting.

A dertciency in internal control exists when the desigr 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 conect 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 corrected on a timely basis.
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Our consideration of the intemal contlol 
.over 

financial reporting was for the limited puryosedescribed in the tust paragraph of this section *a ** rora!"ig,"? ffi"iirty at a"n"i"o"r"" ininternal contr.ol t}ar might be deficieo"ies,.sig"in"unt aefi;;;.; ;;;;;; ,"aknesses. Wedid not identify any deficiencies in irt ma intof oro irrrun-ciJ'.Ji#*g*Lut ," 
"o*,a". 

tobe material weaknesses, as defined above-. Ho*.ro, *" ia"orii"J*f;it "i3fi"t"o"le. 
in irrt"-acontrol over financial reporting, described. in tl" 

"""_p-yi"g i"fr"iiie of finaings anaQuestiorcd Cost that we consider ro be signifi.-t defi"i"dy ;;Aii'i'e-,i"i, or comuination otdeficiencies, in intemal control that is tess iev"* ,h- 
" 
;;,;l; ;"d;;r;la i.portunr 

"noughto merit anenrion by rbose charged wilh govemance. - -":'*' ,-

Comoliance atrd Other Matters
As part of obtaining reasonable assuranc,e about whether the Municipality's financial statements

fl::"::l,T:::rJ ^ssratemenl 
we performea t"ss otirs co.pri_Je *id"enuin pro,,irton. orraws. reguratrons, contracrs. and smrt agreements, noncompliance with which could have adiect and material effecr on thi dete;ination if nr*"i?-rli "".""t 'amouns. 

However,providing.an opinion oo compliance vr'irh rho." p.*;rion. lv* noi an Ju]""tii" oro* u,ralt, *aaccordingly, we do not express such an opinion. rr,"."rorr oi o* i"#air"tor"a in"t o"", ornon compliance or other maners rhat arJ required to b" ."p;;;J". doiemment euaitingstandards, ard which are described in the 
"""ornp-ying 

i"T"frL;;;;;;, and euestionedCosts as itenrs l2A Nd l2B.

y: 
Irored 

c€Tain 
TfteIs thar I reporred lo maoagement of Muaicipality o" Utuado, puerto Ricorn a separate Jener dated March 15. 2013.

Municipality ofutuado, puerto fuco's response to the finding identified in my audit is describedin the accompanying schedule of findings and qr".ri"r"a-*i"l ff" ia"n"i'ura, u_i"ipair,ofuhrado, Puerto Rico's respoose and, icc-di"l,ly, ;;;"p;;;" 
"rrtiJ J"i.

This report is intended solelv for the inforrnation of tlrc management, Municipal Council andfedeml awarding asercies ard oass{hrough enrities a.d i. ,"iiii"JJ ,r[]ino .hourd ,or b.used by aryone other than these specified panies.

The $tamp number 246 | ( 5q
was affixed ro the

Arccibo, Puerto Rico
March I 5, 20 I 3

original of this report

ruANA. CIANO CHARNECO

|,2013



JUAN A. FELICIANO CIIAR]TECO
Certified Public Accouutant

151 Calle Miguel Salas
Arecibo, PR 00612

Te,. (787) 879-4433
Fax: (787) 880-1402

REPORT ON COMPLIANCI WITH REQUIRf,MENTS APPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCtr

IN ACCORDANCE WITII OMB-CIRCULAR A.I33

Itrdepetrdetrt Auditor's Report

To the Mayor and Municipal Council of
the Municipality of Utuado

Utuado. Puerto Rico

Compliance
We have audited the compliance of the Municipality of Utuado, Puerto Rico, (the
"Municipality") with the types of compliance requirements described in the U.S. Ofice of
Management an.l Budget (OMB) Circltlar A-133 Compliance Supplement that could have a
direct and material effect on to each of its major federal progams for the year ended June 30,
2012. The Municipality major federal programs are identified in the summary ofauditor's results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of the "Municipality" management. Our responsibility is to
express an opinion on of Municipality compliance based on my audit.

we conducted my audit ofcompliance in accordance with auditilg standards generally accepted
in the United States of America; the standards applicable to hnancial audits contained in
Go|ernment Auditing Standards issted by the Comptroller General of the United States; and
OMB Circular A-133, "Audits of State$, Local Governments and Non-ProJit Organizations".
Those standards and OMB Circular A-133 require that we plan and pedorm the audit to obtain
reasonable assurance about whether no[compliance with the types of compliance requirements
refened to above that could have a direct and material effect on a major federal program

occurred. Aa audit includes examining, on a test basis, evidence about the "Municipality" is
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opiniofl Our audit does not provide a legal determination of the "Mudcipality" is compliance
with those requirements.
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In our opinion, the Municipality of Utuado complied, in all mate al respects, with the
compliance requirements refered to above that could have a direct and matedal effect on each of
its major federal programs for the year ended lune 30, 2012. However, the results ofour auditing
procedures disclosed instances of noncompliance with OMB Circular .4-133 and which is
described in the accompanying schedule offindings and questioned cost as item 2012-02.

Internal Control over Compliance
Management of the "Municipality" is responsible for establishing and mairtaining effective
intemal contol over compliance with the requirements of laws, regulations, contracts and grants

applicable to federal programs. In planning and performing our audit, we considered the

"Municipality" intemal control over compliance with the requirements that could have a direct
and material effect on a major federal program to determine my auditing procedures for the
purpose ofexpressing our opinion on compliance, and to test and report on intemal control over
compliance with OMB Circular ,4-133, but not for the purpose of expressing an opinion on
effectiveness. Accordingly, we do not express an opinion on the effectiveness of the

"Municipality" intemal contol over compliance.

A deJiciency in an entity's intemal control over compliance exists when the design or operation
ofa control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect and conect noncompliance with a type
of compliance requirement of a federal program on a timely basis. A mate ol veakness in
intenlal control over compliance is a deficiency, or combination of deficiencies, in intemal
control over compliance, such that there is a reasonable possibility that material noncompliance
with a t,?e of compliance requirement of a federal program will not be prevented, or detected
and corected, on a timely basis.

Our consideration of intemal control over compliance was for the limited pupose described in
the fi$t paragraph and would not necessarily identify all deficiencies in the entity's intemal
control that might be signihcant deficiencies or material weaknesses and therefore, there can be

no assurance that all deficiencies or mate al weaknesses. We did not identify any deficiencies in
intemal control over compliance that we consider to be material weaknesses, as defined above.
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The "Municipality" is response to the findings id€ntified in my audit is described in the
accompanfng schedule of findings and questioned costs. We did not audit the ,Muuicipalitl,
response and, accotdingly, we exprcss no opinion on it.

This report.is intended solely for the infomation and use of management, Municipal Council,
others within the edity, and federal awarding agencies and pass-through entitiei and is not
intended to b€ and should not be used by anyone other than thesi specified parties.

Arecibo, Puerto Rico
March 15,2013

The stamp number 2G6 t l6e
was affixed lo the
original of this report



MT'NICIPALITY OF UTUADO, PUERTO RICO
SCHEDI'LE OF EXPENDITUR.ES OF FEDDRAL AWARDS

FOR THE NSCAL YEAR ENDED JUNE 3O,2OI2

Federal Grantor / Pass-through Grantor Proqram Title

Federal

CFDA
Number

Pass-through
Gmntors Number

Federal
Expenditures

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

Departmenr ofHousing and Urban Development Public
and Indian Housing

Section 8-Housing Choice Voucher Progmm

ARRA - Homeless Prevention and Rapid Re-housing

Pass-trouqh State - Commissioner oflice ofMun,cioal Affairs:
Community Development Block Gmnt
SmallCities Progmm - SBGP

r4.871 RQ46-VO-54-001

14.25'7 N/A

$ 1,175,037

238,11 |

t4.228

10.558

97.036

16.738

B-01 to l0-
MC-72-0016

1,843,083TOTAL U.S. DEPARTMENT OT HOUSING AND URBAN DEVELOPMENT

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

Passed-trouqh The Commonwealth ofP.R. Govemors office for
the Care and lnteeral Development ofChildren:

Head Sta(
ARRA - Earlv Head St rt

02-cH-0483-36
N/A

l9l9
1946

6,635,r88
649,268

1,241,456

93.600
93.709

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

U,S. DEPARTMENT OF AGRICULTURE
Passed ihroueh The Commonwealth ofP-R. Govemors office for:
Department of Education

Child and Aduh Care Food Progmm
TOTAL U.S. DEPARTMENT OF ACRICULTURE

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

Disaster Gmnl Public Assistance - George 1247
TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY

U.S, DEPARTMENT OF JUSTICE
Passed throueh Departmenl ofJustice of Puerto R;co
Edward Bume Memorial Justice Gmnt Program

TOTAL U.S. DEPARTMf,NT OF JUSTICE

U.S, DEPARTMENT OF ENERGY
Passed throueh a Commonwealth of PR Enerev AffaiE Administralion
Energy Efficiency and Conservation Block

TOTAL U.S. DEPARTMENT OF JUSTICE

TOTAL FEDERAL ASSISTANCE

See notes to the schedule ofexpenditures offederal awatu1s.

N/A 442,295
412,295

4,378,408
4)18,108

10.6'79

10,679

67,216
6"t,216

-5- t?Ir6,t6--

N/A
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MUITICIPALITY OT UTUADO, PUERTO RICO
NOTES TO TIIE SCHEDULE OF E:XPEITDITURES OT FEDERAL F'INANCIAL AWARDS

FOR THE FISCAL YEAR THEN ENDED JUNE 30, 2012

(I) GENERAL

The accompanying schedule of expenditues of federal awards includes the federal $ant
activity of Municipality of Utuado, Puerto Rico and is presented on the modified accrual
basis of accounting. The reporting entity is defined in Note 1 to the basic financial
statements. Federal financial awards received directly from Federal agencies as well as

Federal financial awards passed thrcugh other govemment agencies are included in the
schedule.

(2) MAJOR FEDERAL AWARDS

(3)

The Community Development Block Grants Prcgrams, Housing Assista[ce Payments

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

94% of total expenditues.

FEDERAL CFDA NUMBER

The CFDA numberc included in this schedule were detemined based on the program name

review of grart contact information and the oflice of management and budget catalog of
Federal Domestic Assisiance.

(4) RELATIONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

Federal financial assistance expenditures are reported in the Municipality of Utuado,
Puerto Rico Combined Statement of Revenues, Expenditures and Change in Fund
Balances - All Govemmental and T)?es as follow:

Description

Hd
Progmms

Head Start
Programs

Homeland
Security
Program Other funds Total

Federal Programs
ExDenditures $ 1,873,083 $ 7,284,455 $ 4,378,411 $ 490,218 $ r4,026,r6?
State & Municipa.l
Expenditures 7,466,358 $ 7,466,358

TOTAL $ 1,873,083 $ 7r84,4ss $ 4,378,411 $ 7,956,576 $ 21,492,525
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_ SECTION I - SUMMARY OF AUDIOTR'S RESULTS

_ Part I - Financial Statements

1. Type ofauditor's report issued:

- 2. Intemal control over financial reporting:

Material weakness (es) identified?
- Reportable condition(s) identified not considered

to be material weaknesses?

r None reported

3. Noncompliance mate al to financial statements noted?

- Part II - Federal Awards

l. lntemal contlol over mayor progmms:
- Material weakness(es) identified?

Repoftable condition(s) identifi ed not

_ Considered being material weaknesses?

2. Tlpe ofauditor's report issued on compliance considered
_ For major programs qualified

3. Any audit findings disclosed that are required to be
_ Reported in accordance with Circular 4-133,

Unqualified

Yes X No

Yes .L No

Yes X No

Section .510(a) are reported on part C, of this schedule X yes No

MUIUCIPALITT OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THD YEAR ENDED JUNE 3(), 2OI2

Yes X No

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

FOR THE YEAR ENDED JUNE 30, 2012

ldentification of Major Programs

CFDA
Numbers Name ofFederal Program or Cluster

t4.228 Commtmity Develop-"rt Blo"k Gr-t
14.257 ARRA - Homeless Prevention and Rapid Re-Housine p.osram
14.871 Section 8 - Housing Choice Voucher
93.600 Head Start
97.036 Disaster Grant Public Assistance
93.709 Earlv Head Starl

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

Auditee qualified as low-risk auditee

B - Financial Statements Findinqs

No matters were reported rcgarding reportable conditions.
material wealnesses, and instances of non-compliance related to
the finatcial statements that are required to be reported in
accordance with paragraph 5.18 through 5.20 of Governrnental
Auditing Standads.

C - Federal Award Findinqs and Ouestioned Cost

Federal Program Information

x

$420,785

Yes No
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MUIUCIPALITY OF UTUADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED I,UNE 3O, 2OI2

Program: Accounting and Finance Departmetrt
General Fund - Deficit
Year ended June 30,2012

Rel No. Finding / Noncompliaace

2012-01 Statement of Condition and Criteria

It was noted in my test of balance of accounts that the Municipality is not
complying with the cdteria established by the Standards of financial
Management Systems for Regulations for Municipal Administntion; and
with GASB codifications 1700, with requirements stated in OMB Circular A_
133.

Cause

The Municipality has significant deficiencies in its accounting and financial
management systems, and financial reporting practices as rclated to budgets
for the General Fund.

The lack ofTo provide services to citizens without affecting them.
budget results does not permit the Municipality:
To determine compliance with finance related legal and
contractual provisions.

Auditors Recommendation
The Municipality should revised and evaluate in a monthly basis rcvenues
and disbursements lo adjust disbursements to the revenues receipls to comply
with Budget requirements of Municipal Law number g1 ofAugust 30, l99i
as amended. Implement measue to reduce the Municipal deficit. Evaluate
the impact in the revenues ofthe change in construction 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 transitorv
contracls with employees, approve only necessary professional ser.,,ices,
reduce confidence employees salary and consolidate services.

Municioalitv Resoonse
We concur with auditor's recommendations. The Municipality wili evaluate
the actual administrative procedwes being followed to makj the necessarv
improvements in rhe monlhly e\aluation ofbudgel lo comply wirh the Budger
requirements ofMunicipal Law number 81 ofAugust 30, i99l as amendedl

Questioned
Cost

-0-

Effect
a)

b)
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MUNICIPALITY OF UTUADO
SCHEDULE OF FII{DINGS AITD QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 3(), 2012

Department of Homeland Security
CFDA No. 97.036
Gratrt No. Disaster Gratrt - public Assistance
Year ended June 30, 2012

Ref. No. Finding / Noncompliance
Questioned

Cost

2012-02 Statement of Condition and Criteria

It was noted in my test of compliance that the Municipality's financial
management system did comply with the cash management
rcquiremenls established by the United States Treasury. According to
these requirements the Municipality had to establish procedurei to
minimize the time elapsing between the transfer of fu;ds from 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
Requiremenls of the Department 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
Administuation ofcash.

Auditor's Recommendation
The Municipality should establish adequate procedures in order to
control in a morc effective manner the need and use ofthe federal funds
and establish intemal procedures to minimize the time elapsed to
disburse the fulds receive.

Municioalitv Resnonse:
The Municipality recognizes the importance of minimizing the time to
disburse funds transfered from FEMA, but the funds are approved and
received in advance from the authorized rcpresentative, funds arc
disburse in the time required.
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MUITICIPALITY OF UTUADO
SCHEDULE OT FINDIITGS AND QUESTIOT{ED COSTS

YEAR ENDED JUNE 30, 2012
(coltitluedl

Department ofHousing and Urban Development public
Atrd Irdian Housing

CFDA No. 14.871
Grant- Section 8 - Voucher
Year Ended June 30,2012

Ref. No. Finding / Noncompliance Questioned

2012-03 Statement of Condition and Criteria

It was noted in our test ofcompliance that Municipality's does not
comply with the selection ftom the HCVP waiting list of the
program.

Cause
The Municipality select one tenants that is not included on the
HCVP waiting list. The Mudcipaliry,s does not follow the tenant
admission process establish on the 24 CFR sections 9g2.202 thrcugh
982.207.

Effect
The Municipalir) did nol maintain adequare procedures lor lhe tenant
admrssron ln noncompliance \.\ilh rhe admission policl of the
program.

Auditor's Recommendation
The Municipality should establish adequate procedures in order to
compliance with the admission policy ofthe program.

Municipality Response:
We concur with auditor's .ecommendations. The Mudcipality
evaluates the actual administrative procedures followed to establish a
procedure to admit only tenants included on the HCVP waiting list.
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MT' ICIPALITY OF UTUADO
SUMMARY SCHEDULE OF PRIOR AUDIT FIITDINGS

FOR THE YEAR ENDED JUNE 3(), 2()12

201 l-Finding No. 1 : Accounring and Finance Department
General Fund _ Budget Deficit
year ended June 30, 20l l
Finding reported again.

2011-Finding No. 2: U.S. Department ofHome Land Security
Public and lndian Housing
CFDA No. 97.03
Grant Disaster public Grant
Year ended June 30. 201 l
FiDding reported agaiD.

201l-FindiryNo. 3: U.S. Depatment ofHome Land Security
public and Indian Housing
CFDA No. 97.03
Grant Disaster public Grant
Year ended June 30, 2011
Finding corrected.
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