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ToRFES-FBED & Co., P.S.C.

To the Honorcble lvlayorand MunicipalCouncil

[4unicipallty of Utuado

Utuado, Puedo Rlco

INDEPENDENT AUDITORS' REPORT

Report on the Financial Statements

We have audited the accompanying f nancial stalemenls oJ the governmental acuvities, each majolfund and

the aggregate remaining fund information of the N4uficipality of Utuado, Puerto Rico, as of and forthe yearended June

30,2013, and the related notes lo the f nancial statements, which collectivelycomprise the Munlcipality's basicfinancial

stalements as lisled ln the table ofconlents.

Management's Responsibility f or the Financial Statements

fi,4anagemenl is responsible for the preparalion and fair presenlation of these financlal slatemenls in

accordance wth accounllfg p nc ples generally accepted lf the United State of Americai lhis include the design,

implementation, and mainlenance of intemal control relevant 10 the prcparation and fail presentation of financial

stalements that are free frcm material misstatemenl, whelherdueto fraud oI error.

Auditor's Responsibility

Our responsibilily isto express opinionson lhese financiaL stalements based on ouraudil. Weconducted our

audit in acco.dance with aLrditing standards generally accepted in the Uniled Slates of America and the standards

applcable to audits contained in Gavemment Audiling Siardards issued by the Comptroller General of the United

States. Those slandards equire that we plan and perlorm the audit lo obtaln reasonable assutance aboul whetherthe

linancial statements are free of material misstatements.

An audil involves performing procedLrcs to oblain aud I evidence about the amounts and disclosu.es in the

fnanc alstatements. The procedures selected depend on the auditors judgmenl, includ rg the assessmenl ofthe isks

of malerialrnisslatemenl of the financial stalemenls, whetherdue 10 fiaud orerror. n making those dskassessments,

the auditor conslders lntemal control relevant to lhe enutys preparation ard fair presentation of the flnanc alstatements

in oderto design audit procedures thal are appropnate in the circumstances, but not for lhe pupose olexpressing an

opinion on the effectlveness ol lhe entity's internal contrcl. Accordingly. we express no such opinion. An audit also

includes evaluaiing the approprateness ofaccounting policies used and the reasonableness ofsignificant accounling

estimates rnade by management, as well as evaluating the overa I financial slatement presentation of the llnancial

slatemenls.

We belie"€ that lhe audit eviden.e we have obtsined !s sufiicient and applcpisle lc provide a basis i.r our

audil op nions.

ToBnES-FRED & Co., P.S.C.



Opinions

Basis far Disclainer of Apinion an Gavernmental Activilies

The lvlunicipality d d not have complele, Llpdated and accurale accounting Iecords of the captalassels n

order for Lrs to obtain sufllcient and approp ate audil evidence related to the capiiaL assets reporled n the

accompanyinq statement ofnet poslton for$68,396,870 (net o{accumulated deprecation of $22,426,488)as oiJ!ne

30,2013, and the related amount of depleclation expense stated at $1,859,969 for lhe year then ended Thereforc, we

were unable to fonn an opin'on regarding the capltaL assets and the related depreciation expense repoded in lhe

governmental activities of the lt4unicipality.

Disclaimet of apinion

Because of the significance of the matter discussed in the preceding paragraph' the scope ofour wotk was

not sufficient to enabe us to expless, and wedo not express, an opinion on the financlaL position ofthe govemmental

activities of the l!4unlcipality of Utuado as ol June 30, 2013, and the changes in financial position lheleof for the year

then ended in conformity with accounling principles generally accepled in the United States ofAmeica.

Unmodified opinbn

Ln ou r op nion, the f nancial slalements refefted to in the first paEgraph present faialy, in aL material respects,

the respeclive financial poslton of each major fund and lhe aggregate remaining fund information of the N4Llnicipality

of Uluado as o{ June 30, 2013 and the respective changes in financial position, thereof for the year lhen ended lf
conformity with accounting pri.ciples generally accepted ln the United Stales ofAmeica

Change in Accounting Principle

As describe in Note 1 10 the financial slatements, durlng the flscal year the l\,'lunicipallty adopied new

accounting guldance, Govemmental Accounting Stardards Eoard (GAS8) Statement No. 63 'Financial Repoding of

Deferred Outflows of Resource, afd Nel Poslllon" and (GASB) Statement No. 65'llems Prcvlously Reporled as Assets

and Liabililies". ouropinion is not modified with respect to this matter.

Other Matters

R equ ied Supplemenlary I nfarn alion

Accounting prncipes generally accepted in the United Slales of America requke that the

lvanagement's Discussion and Analysis on pages 4 through 12 be presented lo supplement the basic iinancial

slatemenls. Such infonnation, although nol a pad ofthe baslc financial slatements' is lequired by the GovemmertaL

Accounting Standards Board wlto consideE it to be an essential part of llnancial rcporting lor placing the basic Iinancial

statements in an appropriate operalional, economic, or histodcal context. we have applied certain limited procedures

to ihe required supplementary informalion ln accodance with audiling standards generally accepted in the united

states ofAmertca, which cofsisted of inquirles of managemenl about the methods of preparlng the lnformalion and

comparing lhe information for consistency with rllanagemenl's responses to our inqulies, ihe basic iina'cial

slatemenls, and oiher knowledge we obtained during ouraudit ofthe basic financial statements.

ToFFES-FaEo & Co., P.S.C.
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We do not express an op nion or provide any assurance on lhe nformatlon because the llmiled procedules

do not pfovide uswilh suffic ent ev dence lo express an opinion or provide any assurance

Change af Audlars

The llnancial slatemenls of the [.4 ! n ic pal 1y oJ Utuado as of J u ne 30, 201 2 were audlted by other auditors

whose report dated N4arch 15, 2C13, expiessed an unqualifed opinion ol'r those statements. Our opinion is nol rnodifled

wih respect 1o th s matter.

ather lnformatian

Ouraudltwas conducted forthe purpose offorming opinions on the basic fif ancial slatements thatcollectively

comp se the l\4unicipality of Uluado basic financial statemenls. The schedule of expenditures of federal awards is

presented for pueoses of addilional analys s as rcquired by U.S. Offce of Managenent and Budget Arcubr A133,

Andils oF Stateq Local Govenments, and Non+rafl Organizallors. and is not a required part of the baslc financial

slatemenls. Because ofthe significance ofthe rnater described in the "Basis fol Disclaimer Opinlon on Govemmental

Activities", it is inapprop ate to and we do not expess an oplnlon on the othel infotmation referred to above

Other Reporting Required by Governmental Auditing Standards

ln accordance with Govemmental Audiling Standatds, we have also issued our report dated December, 30,

2014 on our consideration of lhe M!nicipality's intemal conkoL over financial reporling and our tesls of its compliance

wilh certain provlsions of laws regulatlons, contracls, and grant agreements and other malteE The purpose of lhat

report is 10 describe the scope of my tesling of intemal control over llnancial reporting and compliance and lhe resu ts

of thal testing, and not lo provide an op nlon on the internaL contrcl ovet iinancial reporting oI on compliance. That

repod is an inte€ial pad of an audil performed rn accordance with Govemmental luditrng Standards in considerlng

lvunicipality ofUtuado internal contrcl over f nancia .epoding and compliance.

i r''t:t:'

TORRES.FRED & CO, PSC

CERTIFIED PUBLIC ACCOUNTANT

V LLALBA, PUERTO RICO

DECEIMBER,30,2014

Th€ stamp numb.r E102269

vas aliired lo the origmal of this repod.

l)< c

ToRBES-FREo & Co.. P-S.C.
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COMI',,lONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

MANAGEIi,IENT'S DISCUSION ANO ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

The managementof ITUNICIPALITY OF UTUADO Plerto Rlco (Municipality)offers this namtive overview and analysis olthe

- f nancial acUvlties of the [,4u n icipality for the fiscal year ended J lne 30, 201 3. The Man agemenl s Discussion and Analysis (ty'D&A)

is designed 10 focus on the curcnt year aclvities reslLtng changes and cufiently known facts, and much of lhe information is

comparable to p or year. This MDM should be read in conjunction wlth lhe accompany ng basc financial statements and the

- 
accompanying notes to those iinancial stalernents.

This IMDM is prepared in order to compLy with the reporting model requied by Governmenta Accounting Standards Board

_ Statement No. 34 and among olher purposes,lo provide lhe financial slatements Lrse6 with the followinq malor infomation:

.:. a broader basis in focusing imporlant ssuesl

.1. acknowledgement of an oveNiew of lhe lvunicipalily's financial activitles;

- a providefor an evaluation of lts linancial cond lion as ofthe end oI the indicated Jiscalyeal, compared wilh prioryear resllts;
.:. identilicalion of uses offunds in the financing oflhe 4u nicipalitys val ety of activities and l

.:. assess managements ability to handle budgetary funclions.

- rtwtcnL grcxLte xts

_ The folowing are key financial hig h lghts for the fiscal year

':. The assels of the M unicipality exceeded ils liabiljlies at June 30 201 3 by $66,609,275 and at Ju ne 30, 2012 by $72,688,923 i

, The lvunicipalily's tolal net position decrease by $6 079,€)48 during iscalyear 2012-2013;

- {. As of Jure 30,2013, the lt4unicipalliys governmentalfunds repofted combined endlng fund balances ol $10 066,320 a

dec-ease oI $104 &6lror te p-or yea,:

n At June 30,2013, the unrestricted deliclt was $11,088,3691

_ .] Loans principa payrnentswerc$715000and$616,8131n2013and2012 respectively.

USING THIS ANNUAL REPORT

- This annual leporl consists o{ lhree componentsi 1) I,/anagement Discusslon and AnaLysis (ihis section), 2) Basic Flnancial

Stalemenls, and 3) ReqLired Supplementary lnformation

. OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

This discussion and anaysis are inlended to serve as an introduction 10 lhe X,,luflc pality's iinancial statements. The lvlunicipality's

basic financial stalemenls comprse three cornponentsr govemmenlwide finaocla statements; fund financial siatements; and
- notes to the fnancial stalemenls. Ths reporl also contans other supplemenlary infonnation in addition to the basic financal

statements themselves.

- GOVERNIUENT.WIDEFINANCIALSTATEMENTS

The lovernmenlwide financ al stalemenls are composed oi:(1)the statement of net posltions and (2) the slalemenl of activities

- These linancial statements can be found immediately following lhis MD&A. The governmeni wide linancia statemenls are

designed to provide readers wilh a broad overview oflhe N4un cipalily s f nances, n a manners m latto a private-sector business.

4



COII,!MONWEALTH OF PUERTO RICO

MUNIC'PALITY OF UTUADO

I\4ANAGEI'IENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WIDE FINANCIAL STATEMENTS (CONTINUED)

The purpose ofthe statement of net posilions is to altempt to reporl allassets owned and alliabllities owed by the lvunicipalily.

The l\,4uniclpalily repods allof ils assets when it acquires owneBhip overthe assels and reports allof its liabilities when they are

incufied. Forexample, the l\,4un cipality reports bu Ld]ngs and inirastructure as assets, even though they are not availabbt0 pay

the obl q ations incured by the M unicipalily. 0n the other hand, lhe N,l unicipality repolG iabililies, such as claims and judgments,

bonds and notes payable, oblgations under caplalleases, compensaled absences and certain accounls payable and accrued

liabllltles, even though lhese liabilities mighl nol be paid Lrnli several iiscal years ifto theluture.

The difference between lhe l\,4unicipality's toial assets and tota llabilities reported n lhe statement of net posiiions ls presenled

as net posilions, which is slmilar to the total owne.s' equiy reported by a commercial enterprise in its flnancial statements.

Although the pueose oflhe MunicipaLity is not to acclmulate net positions, as lhis amount incleases oI decteases over time,

such amounl represents a usetul indicalor ofwhether lhe iinanclal position of the N,4unicipa lty ls eilher improving or detedolating,

respectively.

The statement ofactivites presents nformauon showing how the fi,4unicipality s net pos]tions changed dua ng the fiscal year ended

June 30, 2013, by presentifg all of the lVunicipallty's revenues and expenses. As previously discussed, the llems reported in lhe

statement oi aclivities are measured in a manner similar to the approach used by a commercial entepdse ln lhat revenues are

recognized when earned or eslablished criteda are satisfed, and expenses are recoded when incuffed by the l\.4unicipality

Consequently, revenues are rcpofied even vlhen lhey may not be collected for several rnonths aftet the end ol the llscalyear aad

expenses are recoTded even though lhey may fol have lsed cash durng lhe currentyear.

Although lhe statement of aclivities looks different fmm a commercial enteDrise's income slalement. the difierence ls only in

format, not subsiance. Whereas the bottom line n a commercialenterp se represents ils nel income, lhe l'4unicipaliiy reporls an

amount desc bed as nel change in net positions, which is essentially the same concept.

The focus oj lhe statement of activities is on lhe net cost ofvarious activities pmvided by the tr4lnicipality. The statement begins

with a column thal idenlllles the cost of each ofthe i\.4u nlcipality s majorflnctions. Anolhelcolumn identmes lhe revenues that

are specificaly related lo the classliled governmentalfuncUons. The difference between the expenses and revenues related 10

specific funcl ons/prograrns ldenlifies the extent to wh ch each function of the Municipalily dmws from general revenues oI is self-

financing through fees, intergovemmental aid, and olheTsources of resources.

This slatement a so prcsenls a comparison between direcl expenses and program revenles for each Iunction of the N4un cipalily.

Both of the government-wide financial statements of the Nlunicipality are p nc pally supporled by taxes and lnlergovemmental

revenues The governmental acUvities ofthe N.4unicipality include; mayor and munlclpal legisature, general govemmenl, pubLlc

safety, public works, cuLlure and rccrcatiof, health and sanilation, human seNices and welfare, ufuan development, education

and interests. Properly taxes, volume of business taxes, sales taxes, and slale and fedelalgrants finance most of these activilles.

FUND FINANCiAL SIATEMENTS
The l\,4!n cipalitysfund iinancial statements conslsl ol (1)the balance sheet and (2) the slatement of reven ues, expend llres and

changes in tund balances. These linancial stalements repodthe financlal posit on and lhe resullsofoperal ons of lhe lVunicipality's

Qovemrnenlal funds w th an emphasls on the l,4unicipality's ma]or govemmental funds



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

FUND FINANCIAL STATEMENTS (CONTINUED)

A fund is a qrouping ol related accounls thal s used to rnaintain contrcl over resources that have been segrcgated fol specifc

activilles or obleclives. The lvlun icipa ity, like most other slale and loca govemments, uses fund accounting to ensure and

demonstrate compliance with finance-rclated legal requkemenls. Each fund is conslde.ed an independent fiscalentity accounted

for within a set of self-balancing accounls thal comprise ils assets, labiLilles, fund equily, rcvenLle, and expendilurcs. Flnd

accounting segregates funds according to their intended purpose and ls used to aid managernent in demonstnting compliance

with egal, financialand contractual prov sions

GOVERNMENTAL FUNDS

The lvunicipalltys basic seNices are reported in the governmenl fund financial slatements. The government fufds are rcpoded

using an accounting method called modllled accrual accounting, which measures cash and all other financial assels thal can

rcadily be conveded nto cash. Goverfmental funds are used 10 account for essentially the same functions reported as

governmental activities in the govemrnenl widelinancia slatements. However, unLike the govemmenlwide linancial statements,

aovernmental fund financial statements focus on near lefin nllows and outflows of spendab e rcsources, aswelLason balances

of spendable resoLl rces available at the end of lhe llsca year. Such informallon may be useful in evalualing a govemment's near_

term financing requlremenls. Because lhe focus of govemmenlal funds is narower than that of the governmenlwide financial

statemenls il is useJul lo compare the infomation presented for govemmental funds with similar inlormalion presented fol
governmental activities in the govemment-wide financial statemenls. By doing so, aeades may belter undelstand the lofglerm
'Tpacl ol l_e go,/em'renl s neaFle.T fina_c'g decisions

The MLr nicipa ily adopts an annua apprcprjaled budget for its genera fund. A budgetary compar son slaternent has been provided

ior the generalfund to demonstrate compliance with this budget.

NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes prcvide additional inforr.ation thal is essenliallo afullundeGtand ng oflhedata provided in the governmenlwide and

fund llnancial statements

OTHER INFORMATION

ln addition to the basic ilnancial statements and accompanying notes, this eport aso presenls certain tequlred supplernentary

lnformation conlaininq budqet 10 actualcomparisons forlhe generaland majorfunds.

This spa.e wasleftin blank inlentionalli
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT.WDE FINANCIAL ANALYS!S

GOVERNMENTAL NET POSITION

As noled ea ier, nel posilion may seNe over l me as a useful indicator of a government's financial position. The net position of

the [4lnicipality decreased by $6,079,648 dlring the cunent fiscal year. The [,lunicipality's net position include investments in

capital Assets for $64,752,426, net of related debt, aod over $1,815,556 rcstricted for iulue expenses. The [4un]cipalily's ret
posilion at the efd ol lhe fiscalyear ended on June 30, 2013 was $66,609,275, as detailed on Table 1

Eblc-1
Statement of Net Position

Current and nonrurrent assets

Capltalassets

Cufient liabilltes

Long term lab lities

Total Liabilities

Netposition

nvestmeni in capitalassets net

oi related debi

Uf restrlcted deiicit

u3
s 15,060,483

68396,870

83,{57,353

4 843,940

12,004 138

16,848,078

u2
$ 13124,400

68,676 579

81,800,979

1,989,326

7,122730

9,112,056

64,152,426

12,945,218

(11,088,369)

68,205,372

13,179,050

(8,695,4S9)

Tolal Net Position $ 66,603,275 $ 72,688,923

The largest podion oflhe l,,4unicipalily s nel positlons reflects its invesiment n capita assets (e g and, buildings, machinery and

equipment), less any rctated debt used to acquire those assels still outsland ing. These capital assels are used to provide seNices

to c I zens; consequently these assets are not available for future spending. lt shou d also be noted that the resources requiled to

repay the rclated debl must be provided frorn other solr rces s nce the capita assels themselves cannol be Llsed to liquidale these

lia'blliti€s. An additional poi( on ofthe Liunic pality's net poslions represenls resources thai arc subje.tlo extemaL reskictions on

how lhey may be used.

This space was left in blank inlenliona y
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COI'/1I',1ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

MANAGEI\4ENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNI.!ENT.WIDE FINANCIAL ANALYSIS (CONTINUED)

GOVERNMENTAL ACTIVITIES

Govemmefia acl vities decreased lhe M! nlcipality's nel positions. Key elements of th s decrease ale as foLlo\rs: the i/ Lr nicipality's

governmental activilies had net expenses of $19,635,014. However, these services are intended to be p marilyf!nded by taxes,

;s opposed to chaees fff seNices and grants, and those laxes and other general revenles did not exceed net expenses by

$6,690,194.

The fo owing sched ule (as detaiLed on Ta ble 2) presenls the reven ues a nd expenses ior the cu ffent fiscal year:

E!le2
Shtement of Activities lin thousan*)

Revenues

operaling glants and contributons

Capilal grants and contribuliof s

Volume of business taxes

Salestaxes

Llcenses and permits

InleBovernmental

Charues for services

Other GeneraL revenues

Expenses

Mayor and l\,lunicipal Legislalure

General Govemment

Health aid sanltauon

Cullure and recreallon

Human seNices and weliare

lllban development

Educalion

lnteresl on long-tem debts

Changes ln net position

Netposiiion beglnning

Prior Pedod Adjuslnrent

Net position - ending

2!t!

s 9,752,215

2,553,620

692,144

1,484,106

336,469

7,475,885

402,626

22697,065

u2

$ 12,150.813

1.750,335

2,6344S4

645,264

1,294,492

723,132

11,127,044

Z',t,T80

508 243

30,856,197

10,025,560

1,613.063

4.232,542

605,095

326,171

9,'114,587

791,565

2.874798

2,243,113

1 499,553

4 496,638

2,127.265

5,S25.535

31417s

29,387 229

(6,690 164)

72688,923

610 516

66,609,275

7 ,207 234

619,973

24,629,638

6,226,559

70,590,483

(4,128,119)

72,688,923

8



COMMONWEALTH OF PUERTO RICO

IlIUNICIPALIry OF UTUADO

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR EiIDED JUNE 30, 2013

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S FUNDS

The lvu nic pality uses fund accounting to ensure and demonstrale compliance with related lega and conlraclual aeqliremenls.

Ia!lc-1
Balance Sheet {in thousands)

Total assets - l\,laior Funds

Total assets - oth€r Funds

Combined tolal assets

LLabiities:

Total llabilities - i,{ajor Funds

TotaLliabilles - Olher Funds

Combined tota liabllities

Deiened lnfows oi Resources:

Totallnflows - Malor Funds

Fund Balances (As Restatedl
Resticted
Committed

Unassigned

Combined totaL fu nd balances

Total liabilities and fund balances

?s13

$ 14,693 509

2 370,566

17,064,075

6 832,672

165,083

6,937755

12.945 218

(2,878.898)

10,066,320

$ 17,064,075

2la

s 6,565,397

8,264,768

14,830,165

4 635,347

4.659,099

13.179.050

(3,007,984)

10171 066

$ 14,830,16s

Iablc.rt
Chanoes in Fund Balances {in lhousands)

Tolalrevenues MajorFunds
Total revenues - oiher Funds

Combined total revenues

Expendtures:
Total expendifures l4ajor Funds

Total expendliures - Otrer FLrnds

Combined tolal expendltures

olher financlng solrces (uses):

Prtreed lrom issuance of bonds

TEnsier-Oui
Comblned otherfnancing so!rces (uses), nel

Nel changes in iund balance

Fund Balance -begini ng, as restated

Fund Balance - ending

?013

21158782
1,388,060

22,546,842

22,144,423

3,547,681

2s,652,104

2,390,000

311,811

1311,811)

2 390,000

\115,262\
10 781,582

$ 10,066,320

u2
26,488,617

4 367,580

30,856197

26,591,501

7,956,576

34,548,077

379,096
(379,096)

(3,691,880)

13,862,946

$ 10,171,066
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COMI\4ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTI]AOO

I,lANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

GOVERNMENT FUNDS

The l\.4unicipality's Governrnental Funds lnformation is usefllin assessing the Municipality's financialrequi.emenls. At the end of

the flscalyear any rcsource available lor spending should be measured by the unassigned fund balance. ln the cunent fiscal year,

_ lhe Municipalitys Govemmental Funds lepoded an ending fund balance of $10,066'320.

Restricted and committed fund balance s to cover balances show asfollows:
. $2 153,836 ale lest cted to pay debt serr'ices;

- $1 0, 791 ,382 are resticted for other governmental pu rpose

The Nlunicipal ty's Govemmental Funds include the General Fund, wh ch s the major operalion fund of the Municipality and as of

- June 30, 2013, it showed an unassigned deficil of $2,878,898. This defic t was caused by the excess of expenditurcs over

revenues durinq lhe pasl years.

. CAPITALASSETS AND DEBT ADIi,IINISTRATION

INVESTMENT IN CAPITAL ASSETS

- The lltunicipality's ifvestment in capilalassels for its gover.menlai lype activities as of June 30, 2013 amounled to $68,396,870

(net of accumulated deprccialion). Thls investment in capiia assets includes land, buildings, improvements, machinery and

eqLripmenl, parks, rcads and bridges. Table 5 presenl the major cLasses ol capilal assels {net of accum ulaled dep.eciation)l

Table 5

CapitalAssets Amount

construciion in progrcss $ 637,073

Land 6,135,982

Depreciable capital assets 61 .623. 81 5

TotalAssets L!!196J70

LONG.TERM DEBT

- At June 30, 2013 lhe N4unicipality had a total of $12,004,138 in general obligations and othe6 oulslanding debts, as shown in

Table 6. Of lhls amount $9,909,000 comprises debi backed by the fu lL faith aid cred it of the govemment and $2,095,1 38 are

other obligations.

Table 6
Long Term Debts

GeneraL obligations $ 9,S09,000

Others 2 095.138

TotalLong Term Debts $ 12-00Ll3l)

Amouni
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C0i/tM0NWEALTH 0F PUERTO RICO

[4UNICIPALITY 0F UTUAD0

tvlANAGErlrENT',S DISCUSSION AN0 ANALYSIS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

LONG.TERM DEBT (CONTINUEO)

The l\,1! nlcipalily is req urrcd to limit the amoL nl of general obligallon debt to 10% of the total assessmenl of ploperly located within

lhe fi,4unicipality in order for the bonds 10 be repaid with the proceeds of propedy taxes rest cled for debl services. other

obligalions include accrued vacation and sick leave, debt agreements, advances of prcpedy laxes and others l\y'ore detailed

info-mation about the Municipality's loig{erm liabililies is presented in the notes to the tinancia statements. The lvunicipality

conlinues io Tneel ils llnancialneeds through prudent use of its revenues and crealive debtfiranclng programs.

GENERAL FUND BUDGETARY HIGHLIGHTS:

The Budgetary Corn pa son Sched ule - General Fund shows the or ginal adopled budgel, the flnal revlsed bLldget, aclual results,

and varialncej between linal and actlal bldgeled amounts for the Geneml Fund. An odginal budget is presented by the N4ayor

and approved by lhe N,4unicipaliiy s Leg slative Body in an odinary session, but it may be Ievlsed for various leasons and

clrcumstances, or d ue to unanticipated budgeted issues lhat a se d uring the nonnal cou rse of the fiscal year'

ECONOMIC FACTORAND NEXT YEAR'S BUDGETS

The l,trunicipality rcties prima ly on lntergovemmenlal Revenues as well as Fedela Financia] Assislance to carry out the

Governmental Activities. Historically lhese amounls have been predictable for every fiscal year providing the l\,'lunicipality with

yearly increases. FedeEl Financtal Asslstance may vary f new grants are avallable bL't revenue is also predictable

Local, nalional and internaUonal economics factors may influence the N.4unicipalitys revenues, positively or negatively. Posltlve

economic grow is correlated with increased revenues frorn prcpedy taxes volume of business tax charces for services, as well

as State a;d Federal Grants. ln a tocaleconomy, ihe groMh may be monitorcd by a variety of indicalors such as employment

growih, unemployment, new constructions, assessed valualion, and otherrevenues.

Allthese factors willbe considered when preparing the budgetfor the yearending on June 30,2013, as we as the increases n

property and volume ofbuslness tax rates that willbe in effect for that fiscalyear'

FINAL COMMENTS

on April 4, 2013, the Govemor of lhe commonwealth of PLledo Rico signed lnto law Acl 3 of 2013 (Act 3), which adopted a

comp;ehensive refonn of the Employees Retiremenl Systern ofthe Commonweallh of Puedo Rico,(ERS), the argesl ofthe thlee

Commonwealth retiremenl systems that are funded primarly wth budget apprcplations liom the Commonweallh s generalfund

On Ju ne 30, 20 j 3, the Commonwealth of Prsto Rico enacted Acts No 40 th rough No 48 (also known as the Comprchensive Tax

Reionn Acts), which amended varioLs Acts, Regulations and Codes. Allthese amendments are deslgned to achieve, among othet

things, an expansion ol the revenue base of the general fund of the Commonwealth of Puerto Rico, and arc expecled lo bring

additional and consislent tax revenue The aforementioned amendments lnvolve, among other changes, the imposition of the sales

and use taxes to cerlain business to business transactions and other procedurcl changes. 0n January 24, 2014, the

Commonweallh of pLsb Rto enacted Acl No. 18 (also known as the Municipal Adm nistlalion Fund Act), to sel up a speclaliund

called the l\/uniclpal Admtnistration Fund, which authorize muricipalilies to pledge the funds deposlted on the,Vunicipa

Administration Fund to secure the repaymefl of any oan, bond, pornissory note or othel evldence of debt, whose source of

repayment are the funds deposited into lhe Special Fund and to meel any budgeted expenditure of the municipalities and any

activity or project of the municipalities; authorize the Government Delelopment Bankfol Puerlo Rco lo



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

MANAGE[4ENT',S DISCUSSI0N AN0 ANALYSIS (C0NTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2013

FTNAL C0MMENTS (CONTINUE0)

make dlsburcements lorthe puQoses sel oul in the approved Lawr amend paragraph (b)of seclion 4020.01; amended paragraph

(b)ofsection 4020.02, and amend paEgraph (a) and repealing paragraph (e) of sectlon 6!80 14 of the law No' 1 - 2011 as

;mended, known as the"lntemal Revenue Code fora new Puedo Rico", fo.lhe purposes of rcstrucluring the sales and use tax

so that ta; raie is six (6) percent statewide and one (1) percent at municipal level; to establish mechanisms for advances of the

taxlo the municipalitiesiand forother related p!rposes

on .lanuary 24, 2014, the commonwealth of fuqb Rho enacled Act No. 1 I (also known as lhe [,luniclpa Financing coQoration

Act), to auiho ze the creation of a plblic corporation and inskumenlality of the Commonweaith of Puerto Rco, attached to the

Government Development Bank for Puerto Rico known as'l,lunicpal Financing corporatlon'(coFll'.4 by ils aclonyms in

Spanish)., with legalfacutty to issLle and/or use other mechanisms lo pay or refinance the debt contracled by the municipalities,

ilhose payment of princip, and inlercst is sLrpported by municipaL sales and use taxes; eslablish lhai the first collecUons oJ

municipatlales and use tax ofone percenl (1%)will be collected by munlcipallties and deposited directly lo lhe Redemplion Fund

of the l\rtunicipalFinanclng Coeoratjon; establ sh that bonds and obligalions issLred by the "[4u nlcipal Fina ncing Colporaton" will

be payable and secured by the ptedge of the greale. of 0 a lixed amount of the municipal sales and municipal lax oI (ii) the

amount of the municipal saes and use tax fxed al zero polnt thrce percenl (0.3%)collecled du ng the previous fiscal year; and

amend the paragraph (c) of section 4050.06 amend paragraph (a) oi secuon 4050.07, amend paragmph (a) and {b) of seclion

4050.08, amend paragiiph (a) ol seciion 4050.09, and amend paragraphs (b), (c) and (d), repeal paragraph (e) and renumber

paragraph (0 as (e)oi section 6080.14 of the Acl 1-2011, as amended known as the ^lnlernal Revenue CodeJora new Puerto

Ricoiiin orderlo establish rnechanisms foradvances ofthe taxlothe municipaljties; and forolher related purposes.

CONTACTING THE MUNICIPALITY'S OFFTCE OF FINANCIAL MANAGEMENT

This report s desig ned to provide a gene ral oveN ew of the l\,4unicipality's finances ard to demonstEte the accou ntabilily fo I the

money it rcceives. lf you have any quest ons about this rcpofl or need add itiona! information contact the lvu n icipality's Finances

Department at (787) 894-3505.
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COMMONWEALTH OF PUERTO RICO

It4UNICIPALITY 0F UTUAD0

STATEMENT OF NET POSITION

JUNE 30,2013

ASSETS

Laid $hrk ofArb, and Constudon in Prcgrcs6

otrer Capib As*b, Net of Dep@bion

Tob CapbL As*b

,OTA ASSETS

uaEtLtrEs

Amunb Payable and Adued Exp€nses

oue b GoverndEnhl UnLb

Due wihin or'e Year

Due n [4ore tiai One Year

TOTALIIABILINES

NET POSITION

lnvesbd in capibl Asb Net of Rehbd Debi

SbbIsigrcnlFund

Bond lsued Fund

]oTAL l{Et PosllloN

See acdnpanyhg Nots b Easb F i4anclal Sbbrenb.

8,237,280

4,909,945

158,255

64,487

552

1,693,964

15 060 483

6,773055

61623.815

68.3-c6,870

83,457,353

4 441

1 515,690

715,000

159034

376,680

2,043,09s

985184

11018,954

16,848.078

64152,426

2,153,836

593,761

6,191,655

1,800483

2,205,483

(r,088,369)

66,609275

l3



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2013

OPerating

Chages Glanls and

forSeices Contdbulions

G6nts and (et(Expense)

Contnbutons Revenue

Govenn'ental aElivities:

PublL. SatuV

Cuhre and Reo eaiion

Healh and Sanbibn

HunEn Serv es and Welble

Educalion

lnbrest on Long-Term Debt

Tolal Govemmental A.livities

9 114,587

791,565

2.874.798

1 499 553

2,243,113

4,496638

2121,265

5,925,535

314175

465.289

55326

(8,649,298)

(736,239)

(2874,/98)

(1,499,s53)

12,218 892)

(2,796.790)

(761 649)

216,380

(314.175)

24221

1699848

1365.616

6.141,915

29,387,229 S 9,is2,215 $ (19,635,014)

Genera Rev€nues:

P ropeny, ev lld lt'r Gen eral Pu rposes

Properly, levEd br Debt Serv ces

Vdum ol BLrsiness

Saes, evied br Specral Purposes

SaE hvied br Debl Seru ces

lnb.govemnEnb

Licences and Pernib

Mis.elLaneous

TobLcenera Revenues

CHANGE lN I,IET PoSITION

Nel Posion _ Beginning ofYear

NETPOSINON. END OF YEAR

See ac.oryanying Nobs b Basic Flnancial SbbrEnb

2053168

500,452

692 r44

687.719

796,387

7,475.885

336 469

402,626

12,944,850

(6,690,164)

/3,299439

66,609,275

1.1
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COII4MONWEALTH OF PUERTO RICO

I'llUNICIPALITY OF UTUADO

RECONCILIATION OF THE BALANCE SHEET. GOVERNMENTAL FUNDS TO STATEMENT OF NET POSITION

FOR THE FISCAL YEAR ENDED JUNE 30. 2013

- TotalFundBalances-Governmenta|Funds.................................. $10,066,320
Amounts epoded for Govemmental Aclivities ln the Statementof Net Position are dlfferenl becausei

- CapitalAssets used if govemmenlal actlviues are not f n anciaL resou rces and therefore arc

not repoi(ed in the funds. ln the current period, these amounts arc

- Non Depreciable CapitalAssets ......... . ... ..... .. ....... $ 6 773,055

Deprecable CapitalAssets ... 17,176,477

lrastrucllreAssels... 66,873,826

- Accumualed Depreciatiof. . (22.426.488\

Totalcaplia Assets... 68,396,870

* 
The l\4uniclpa Revenue Collection Cenler revenues willbeco ecled

Year end, butate notavailable soon enough to pay forthecurrent p-Aiod's

_ 
Expenditure and therefore, are defefied n the flnds ..................... 154,223

Sorne liabililies are nol due and payable in the cLrrrent period and therefore are not reported

in the funds. Those liab lues consist of

General Bonds and Notes Payable . 9,909,000

Cornpensaled Absences... 1,830,344

aw146 ........ ......... ..... ..... 264 794

TotalLong-Tenn Liabilities {12.004.138)

- TotalNetPositionofcovernmentalAclivities...........................,.... $ 66,609,275

See accompanying Notes to Basic Financa Statements.

t6



*'11"1fl

*i*lB1ll

*l*l$ilil

"l l

*'1fl

11

11

ll'
-t-t-, , EIEI i

1l=

IIe
;Ej
: !9 n':',! : : : z li? 2

a = i: ,!i . .- : ;i : "'- a .. :: -;rz;:i ,- : -:::;., i ,
.,

I _ i i : ;-:;- =12.--' ,_ _.,1 . t'il ..,,'i;,2 i
.::..:.:,.:i.::_..".,;ll):;..:-ti 1...:=-);.i i!:: ;?tZ

-1ilul

l:lsl

l-l,l

':ltlil
l;l:

l1'l

l1'l

l1'l

111

,3 ,,,,

EigS --"t-t
: : "l:l

l:l

l:l
' lal

lfl

-t.l: l;

l:l
--t-t.l:l

* x,lsl

: l:l

l"l

;.1
Ai
E

11
ql
3z
E"L

"l
iEl

:l
!

i3l;l

i=l
3 "l

;l

ll

ilil ::Elili

'll ..l'l"
I

I
.=?

a
o

o -<4

e4 oA
=i d2rJ >U
aE E=ou dz
-> zeai- uu
eZ xo 6ud u(,
=6 ab u

d

==az9
o

=



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

- RECONCILIATION OF STATEI!,IENT OF REVENUES, EXPENDITURES AND CHANGES lN FUND BALANCES TO

STATEMENT OFACTIVlTIES

FOR THE FISCAL YEAR ENOED JUNE 30. 2013

Net Change in Fund Balances - Total Governmental Funds

- Amounls reported for Govemmental Acliv I es ln the Statement ofActivities

are dlffercnt because:

Governmental lu nds report capta outlays as expenditLlres However, in lhe Slalernent of

- Activities the cosl ofthose assels js allocated over their esiimated useful lives and reported

as depreclation expense. ln the cuffent period,lhese arnoLlnts alel

. Uftan Development and Capltaloutlay. 1,5B0,260

- oeprecaton Expense.... ... (1.859.969)

ExcessolCapital outlayover Depreciallon Expense ............. ...

- Revenues n the Statement oi Aclivities that not provide curenl linancial resources are not

Reporledas'everues;nrhe'unds ..... .................. ..

Revenues in ihe Statement of Revenues thal coffespond to prol year resources are

- Recorded as rcvenue ln lhe StatementofActivities.......... .

$ (715,262)

(279709)

150,223

Repayment of debt proceeds p ncipa is expend itu re in the governmeniai funds, bu1 the repayment

- rcduces Long-Term Liabillties ln lhe Statement of Net Posilion.ln the currenl yearthe

repayments were. ... .. 780,000

Bofds prcceeds prov de cuffenl financraL resolrces to govem mental funds, but lssu ng debt

- lrcrease long-le m habihiFs'n _he Slalenenl oI Npl Posilion in l^e currenl p'rod
Proceed received was (2,390 000)

' Some expenses repoded i01he Statement of Activilies do not require lhe Llse of curcnt
llnancial resources and lherefore are not lepo(ed as expendllures in governmenlal funds.

These acliviues consist of:.-
hcrease in Bonds... (3 424,247)

Decrease if Law 146........ 13,937

lncrease in Compensated Absences.... ... .... .. (981,833)

DecreaseinReliremenlSyslemAdminisiralon_DebtAgreemenl.. ... 79,060

DecreaseifClaims&Judgmenis.............................. 77667

TotaiAddlonalExpendilures......... ..... .... (4.235.416)

Change in Net Position of Governmental Activities $16.690J!4)

See accornpanying Notes lo Basic Financal Slatemenis
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COI!'IMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUAOO

NOTE TO THE BASIC FINANCIAL STATEIIIENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The NIUNICIPALITY OF UTUADO, Pledo Rico (Municipality) was founded in theyear 1881, and opeEtes as a local governmental

unitofihe Commonweallh of Puerto Rico under lhe Law Nurnber 81 of August 30. 1991 , known as 'Aulonomy lvlunicipalities Law

of the Commonwealth of Puedo Rico". The govemmental system ofthe l\,4unicipality is composed of lhe execullve and legislative

bodies. The l\,4ayor isthe ChiefExecullve Ofiicer and is elected everyfouryears in lhe geneElelections of the Commonweallh of
puedo Rico. The legislative body consists of 14 Legislators also elected in lhe general elections of Puedo Rico for a four-year

period. The General Justice Court Syslem of lhe Commonwealth, which has jurisdiction over the Nlunicipality, exercises the

iudiciary power.

The lvlunicipality assumes responsibility for providing seNices lo its citizens related 1o public housing, welfare, public safety.

heallh, sanitation, education culture, recreation, urbaf and economic developmenl, and many othergenelaland administrative

duties.

The accountinq poticies ofthe Municipalily conform to accounting principles generally accepted ln the United Stales of Ame ca

as applicable to governrnenlal Llnits. The folow ng s a sumrnary ofthe more sgnlilcant policies

A. Financial Reporting Model

The accompanylng basic linancial stalernents present the fnanclaL posilion of the govemmental aclivities. each major

governmenlal fund, and lhe aggregat-A rcmaifing fund information ol the l\4unicipality al June 30, 2013, in confomity with

Ac.ounting Principtes ceneratiy Accepted in the Uniled States ofArrelica (GMP), as presctibed by the Govennental Accaunting

Stardards Board (GASB). lnaddition, the accompanying basic financial slatements present lhe changes in lhe linancial posilion

(results of operations) of the govern mental activiUes, each major govem mental fund, and the aggregate rcmaining fund information

for the fiscalyeal ended June 30, 2013 in coiformity with GAAP.

According to the financial reporting modelestabished by GASB No. 34, lhe minlmum rcquired financial stalement presentation

applicab6 to lhe N4unicipality is composed oi the following elementsr (1) governmerlwlde financial stalements (GWFS), (2)

governmental fund financial statements (GFFS), (3) notes to basic linanciai statemenls, and (4) required supplemenlary

infomation (RSl).

Rslconsists of a (1)lvanagemenl Discussion and Afalysis ([.4D&A)and a Budgelary Comparson Schedu]e GeneralFund, this

is unaudited supplernentary lnfomation requl.ed by GAAP presenled along wlth. but separate from, the Municipallty's basic

financial stalements

The fulD&A is a naffative repod that lnlroduces the accompanying basic fiiancial stateme nts and plovides an analylical oveNjew

of the N4untctpalty,s financial actlvltes Jor the year ended June 30. 2013 based on lhe N,4unicipaliiy's knowledge of the

transactions. eventsand conditions refLected in ihe basic financla slatemenls. The l,4D&A also highlights certain keyfscalpollces

thatconiro!the tr4unlclpa ty'soperauons.

The Budgeiary Cornparison Schedule - General Fund is a comparison of the aclual results (using lhe budgetary basis ol

accounting, whlch diffels {rorn GAAP)wth the orlg nalbudget and ihe linalamefded budgelfor the GeneralFund Abudgetto

GMp rec;nclllatlon is presenled providing nlom.alion of differences between the bLrdgetary basls of accounting and GAAP

t9



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Financial Reporting Entity

A financial €porting enlity consisis of a pdmary governmenl and its component un ts Accod ing ly, for financial eporting purposes,

the p mary govemmenl is the l,Iunicipality n accordance with GASB No. 14 and GASB No. 61, the citeda used io deierrnine

whelher org;nizations arc to be included as component units within lhe Municipalily s financlal lepoidng entily are as follow: (1)

The organi;ation is legally separate entityt (2)The l,4unicipalily appoinis a voling majority ofthe organization's boad; (3)Thele

is a frn;ncial beneiivburden relationship between the N.4unlcipa ily and the organization orthe l\,4unlcipality is able to impose ls will

on the organzation.

Organjzations meeting the above crlte a are inchded ln the l\rlun cipality's financial reporting entily as discretely presented

component units. Entities which meel any ofthe{ollowing ln addition to the abovecileria are considered to be blefded componenl

units of the lvlunlc palityi (1) The organization's governing body is substantively the same as the tr{unicipalty's governing body

and (a)there ls a linancial benefit or burden relationship between the lt4unicipaliiy and the organlzation, or (b)management of the

N,l uniclpalily has opemtional rcspons bllily for the organization; (2) The organizalion prcvides setuices entirely or almost entirely,

to the Municipality, or otherwise exclusively, or almosl exclusively, benellts the Municipallty even lhough il does not prcvide

seNices directly 1o it; (31 The organization's lotal debt outslandirg, including leases. is expected to be repaid entircly or almosl

ertirely with lrlunlclpality resources.

Legally separale oqanizations thal do not olhenxise meet the crleria for inclusion as a cornponent unit may be included in the

financiat repoding entity f il is determined that their excluslon woLr ld render the f nancial stalements misleading. This determinaUon

is bases on lhe nature and sqnificance ofthe organization's relationship with the Municlpalily

Based on the application of the crilera outlined above, the Munlcipalltys managemenl has concluded that there ale no legally

separate entities or organizalions that should be repolred as component unils of the N,4unicipality as of and for the flscal year

ended June 30,2013.

C. FinancialStatementPresentation

The basic financlal statements include both lovemmenlwide (based on lhe l\,4unicipalty as a whole) and fund financiaL

statements. Both the gove.nmenlwide and fLlnd inanciaL statemefts (wilhin the basc firancla statements) calegoize prirnary

aclivir,es as eithe govermeni". or bJ.'_ess type.

Government-Wide Financial Statements (GWFS)

The govemment-wide ltnancial statemenls (lhe Stalement ol Net Position and the Statement ofActivilies) rcport informaUon of all

the aitiviies of lhe l\,4unlcipaliiy. For mosl pad, lhe effect of interfund activjty has been removed from lhese governmenl-wide

flnancial slatements Governmental activiues, which iormally are suppoded by taxes and inleQovemrnental revenues, a€
reporled separately from businesslype acllviues, which rely lo a significant exlent on fees and charges forsupport

The locus oflhe Stalement of Net Pos lion ls designed to be s rnlarto bollom llne results for the l,,4unlcipa ity and jts govemmental

activiles. This slaternent combines and consolldates governTnental fund's currenl fnanclal lesources (shorl-telm expendabe

resources) wiih capitalassets and longlelm ob gations.



COI'/IMONWEALTH OF PUERTO RICO

II4UNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEI\4ENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. FinancialStatementPresentation(Continued)

The Statement of Net Position presenls the reporting entities' assets, deferred outflows of resources and liabilities and defered

iflows of resources wlh the dlfierence leponed as net poslllon. Net Posilion are reported ln three categories:

.;. lnvested in Capital Assets, Net of Related Debt - These consists of capital assels, net of accumulated deprecialion and

amoilzaUon, and redLlced by outslanding balances for bonds, noles and olher debt that are atribuled to the acqLlisition,

conslruclion. or imp roveme nt of lhose assets

.:. Restricted Net Position These results when conslE nls arc placed on net positlon use, which can be either externaly

imposed by credilors, grantols, contributors, and lhe like, or lmposed by law through constitutional provisions or enabling

leglslalion.

.i. unrestricted Net Position - These consisls of net position which do not meetthe definition of the 1wo preceding categories.

Unrestricted net position oflen are des gnated,lo lndicale that mafagementdoes notconsiderthem to be availableforgenelaL

operatlons. Unrestricled nel posilion oflen have consllainls on resources that are imposed by management, but can be

removed or modified.

When both rcslricted and Lnreskcted rcsources are available for use, generally it is lhe Municipality's policy to use restricled

resourceslllst thef the unreslricled resoulces as lhey arc needed.

The accompafylng stalement of activities presenls the Municipalily's results of operations by showirg, how the I'Iunlcipallys net

posilion or liabilities changed during the liscalyear ended June 30, 2013, !sl]g a net (expense) revenue format. Thls statement

presents the cost ofeach funclion/program as wellas the extenl to which each ofthe l\rl! n cipallty's functions, ptog€ms orother

services either conlributes to or draws frcm lhe lvuniclpality's geneE revenues {such as propedy taxes, volLrrne of business

taxes. sales taxes construction excrse taxes, etc.).

A function/progGm descrlbes a group ol activlties that are aimed at accompllshing a major service or regulatory responsibilily

The functions/programs repoded in the accompanying baslc flnancial statements are: (1) mayor and municlpal leg slature, (2)

ge.eral governmenl, (3) public safety, (4) publlc !,/orks, (5) culture and rccrealion, (6) health and sanitallon, (7) human services

and welfarc, (8) urban development and, (9) educalion. The governmental opeEtions of the llunlcipalily's deparlments and

opeGtionallnits are cLasslfied wlthin thefollowing functions/programs in lhe accompanying basic financial statements:

fhis space was left in hlank intentionally

t!



COI!,IMONWEALTH OF PUERTO RICO

MUNICIPALIW OF UTUADO

NOTES TO THE BASIC FTNANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE,I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

_ C. Financial Statement Presentation (Continued)

l\4ayor and municiPal legislature:
lVLlniciPa legisLatLlre

- tr/ayods ofilce

General govemment:
DePanmenl off nance

epartment ot human reso!rces
Deparlment of municipal secretary

Department of intemal audil

- Departmenl of Revenues and lncome Contributions

Administlalion

Public safety:
epartmenl of emergency management - cjvil defense

DePadrnenl of municiPaL Police

- Public wo*s:
Depadment of Public wol(S
Department of municipal facillties- community servjces

- Culture and recreation:
Departrnenl of spolts and recrcalon
Deparlment tout sm and Promollon

- Health and sanitation:
Deparlmenl of conserualion and beaLlliflcation

Departmenl of health
r Department of environ menial contlol

. Solid wasle disposal servlces

Human service and welfarc:
- ciuzen mu nicipal aifalrs

Department oi municipal facilities- market square

Depadmeni of municipa! facilities terminal and tcnsportation

- Public housing

Urban development:
FederalPrcgrams office

Education:
Educationalservices

The stalement oiactlvlt es demonslrates the degree io which progmm revenues ofisetdirect expenses ofa g ven funclion/program

or segments. Direct expenses are those lhat are clearly denlifiabe wlth a speciilc functlon, segrnenl or operaliona uni1. This

stalement repods revenues in thiee broad calegorles (1)prograrn revenues (2) geferaL revenues and (3) specialitems.

)...



COI.IMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEI'/IENTS (CONTINUEO)

FOR THE FISCAL YEAR ENDED JUNE 30. 2013

NoTE 1- SUtltMARY OF SIGNIFICANT ACCOUNTING POLICIES (CoNTINUED)

C. Financial Statement Presentation (Continued)

Prog6m revenues - These rcvenLres are generated dirccUy from a program itsef or may come from partles outside the

l!4unicipalily's taxpayers or citizens. ln the statemenl of activtles, plogram revenues reduce the cosis (expenses) of lhe

funcuon/program to affive at (1) the net cosl of the function/program that musl be financed from the l\,Iuniclpality's general

rcvenues or (2) the nel program revenle thal contributes lo the Municipality's general revenues The accompanying

staieorenl ofaclivles separately repods the following categoies of program revenues:

, Charges for seruices - These revenues genemlly consist of excharge orexchange-like tlafsactions involving charges

to customers or applicants who purchase, use or dircclly benelilfrom the goods, services oa privileges provided, or are

otheMise directly affected bythe services. These revenues include fees charged for specific services, renl, chargesfor

]]censes and permits and fines and forfeilules among olhers.

. Program-specilic operating and capitalgrants and contributions -These revenues consjsl of lransactions that are

eilher mandalory or volunlary non exchange tGnsactions with other govemments, oaganizations, or individuals that

rest ct the resources lor use in a padiclrlar program. Operating granls and contrbutions co0sist of resources that are

reqLr red 10 be Ltsed to finance the cosls of operating a specic program or can be used elther for operating oI capital

puaposes of a specfic progaarn. Capital graots and contributiorls consisl oi revenues or lesoulces lhal are rcstricied for

capital purposes - to purchase, construci or renovale capital assets associaled wjlh a specific program. Restncted

operating and capilalgrants and contributions are program Tevenues because they ale speclically aflibulable io a
program and reduce the netexpense ofthat program to the l,lunicipalily. They are repoded nel of estimated uncol]ecllble

amounts.

Generalrevenues These revenues arethe delaLr t category for revenues. ll lncludes al revenues and gains thal do not

meel lhe deJinilion of program revenues. Property taxes, municipal license laxes, construction excise taxes and sales and

use taxes are reported as general revenues. Al other nontax revenues (including unrestricled interest on depos s, granls

and contr butions nol restricted lor specjiic prog€ms and miscellaneous revenues)thatdo not rneet the defnition of prcgEm

revenues are classlfled as general revenues. Resources that are dedicated internally by the l!y'unicipallty are repoded as

geferal revenues ruthe r than as program revenues. Al geneml revenues are reported net of eslimated uncollectible amounts,

which are recorded as reduclion of evefues ralhellhan as expenses

Special items - These ilerns consist of revenues a sing from significanl transactions oa other evenls within the control of

managementthat are either urusualin nature orinfrcquent in occurrence.

Extraordinary tems consist oi revenLtes arising from signiflcant lransacUons oa olherevenls thal are both Lrnusualln nal!re and

lnfrequef l in occurrence.

The qeneral qovernment function/program reporled in the accompanylng siaternent ol activilies inclL.ldes expenses that are, in

essence, indirecl or cosls of other funciions/programs ofihe N4uniclpaiity. Even though some ollhese costs have beef charged

to ceda n fu nds in the FFS as ndirect ccsl allocatio ns permllted und er some fede ral programs, the [4 unlclpalily has repoiled these

ind r-"cl costs as direct expenses of the general govemment f!nclion. Accordingly, the lvLrnicipality generaly does not a Locale

ge e'dlgover-r'enl t,^d' e, l) co.'. lo ote''- -lon'

The effects of all lnterfund governmenia actrviles (revenues, expendiiures and other fnancing soulces/uses among

governmenlal iu nds) have been removed fTom the accompanying slatemenls of nel posltiof and actrvlues



CO I'/! II4 ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1- SUMMARY OF StGNtF|CANT ACCOUNTTNG POL|C|ES (CONTTNUED)

C. Financial Statement Presentation {Continued)

The [4lnicipalily classilies the mosl signfcant podion of its activities as govemmenta activities ln the accon]panying GWFS.

These are activilies generalLy financed through taxes, intergovemmental revenues and other non'exchange revenuesthal can be

used lo support the lVunicipality's progmms or servces. These governmental aclivities are also generally reported in the FFS

The trlunicipal y has nofiduciary aclvities, which are those in which the Munlclpa ty would be holding or maraging nei position

foa specific indlviduals or other external pailies in accordance wth trust agreements or olher c! slod ial arrangemenls.

The [,4un cipa]ty has operations and activites lhatarefnanced and operated ln a mafnersimilarto private business enterprises,

where the costs oi prcviding goods or seruices to the general public (expenses, including depreciation) is financed primarily

through user charges; and where the governing body has decided that peiodlc deteminalion of revenues eamed, expenses

incuned, and/or net income is appropriate lor capital mainlenance, publlc poLicy, management control. accountabilily or other
purposes.

Governmental Fund Financial Statements (FFS)

The accompanying FFS are composed of: (1)lhe baance sheet - govemmenta funds, and (2) the slatement of levenues,

expendllures and changes in fund balances - governmental funds

A fund is a fiscaland accounting entily conslsling of a self-baancing set of accounls used to record assets, defefied oulflow of
resources, labililies, deferred inflow of resources and residual equities, defcits or balances, and changes therein, whlch are

segregaled forthe pueose oi carrying on specific aclivities or attainiig certain objectives ln accordance with GAAP and/or special

rcgulations, reslrctions or mitations. Fund accor.rfling segregales lunds according to lheir nlended purpose and is used to aid

management in demonstratlng compliance with legal, Iinancial, and contraclua provislons.

As deined in the GASB Sialement No. 54, Fund Ealance Repaling and Gavernmental Fund fype Definitions (GASB No. 54),

fund types are as fol ows:

General Fund is the [.4unicipallly main operai]ng fund used to accounlfor and report a financia and rcporled resources

and governmenlal activltes, except for lhose reqlired to be accounled lor in another fund lt is prcsumed that the

I\.lunicipalilys governmenlal aclivilies have been reporled in the genelal fund except for transactions for which one of the

following compelllng reasons has required the use of anolheriund: (1) legal requiremenls, (2) USGMP requirernents o. (3)

the demands of sound llnancial admnistralion requidng the use of a governmental iuid other than the genem fund. 1ts

revenues consisl mainly oftaxes. icenses and pemils, inlergovemmental, charges ior seryices and olher

Special Revenue Fund is a governrnenlal fund used to accounl lor and report the proceeds of specific reveflre soLrrces

thal are legally reslricted committed or ass g ned lo expend lure ior s peciiled pu rposes other lhan debt setu ce or capilal
piojecls. Resources restrlcted or comm tted to expend iture for purposes norma y f nanced from lhe general tund are genelally

accoLrnted for ln the generaL fr.rnd provlded that all applcable legal rcqu remenls can be appropriately satisfled aM the Lrse

of speclal revenue lunds is nol req!ired unless they are legally mandated

_1]:1
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II4UNICIPALITY OF UTUADO

NOTES TO THE BASIC FTNANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PoLICIES (CONTINUED)

C. FinancialStatementPresentation(Continued)

g.Ctslgry j!gl-U-!g - ls a govemmentalfund used to accounl for and report fol the accLlmulation of linanclal resources thal

are rest cled for, and the payment oi, pdncipaL and lnlerest for (1 ) bonds payable for which debt service payments are egaily

mandated to be accounted Jor in a debt serv ce fund and (2) cedain special ong{erm obllgalions for which the [/u nic pa ity

is being accumulating iinanclal resources in advanceto pay priacipaland inleresl paymenls malunng in future yearc.

Capital Proiects Fund ls a govemmenia lund used io accounl for and repod financial resources that are restricted,

committed or assigned to expenditure for capitaloullays, lncluding the acqusilion or construction of majol capitaliacilities,

including lhose outlays iinanced by the genera oblgation bond proceeds (otherlhan those fnanced by prop elary funds or

in trust funds lor indivlduals, private organizalions, or other governments). The use oi the capital projects funds has been

limited to or y for majo. capital acqlisilions, construction or improvement activities lhat would distodfinarclal resources trend

data tf not reported separalelyfrom the other i,4unicipa ty's operating activties. The IoLriine purchases of minol capilalizable

assets (such as fumilure office equlpmenl, vehicles and other m inor capital assets or improvements)have been repoded in

the govemmentalfund from wfichfinancia Esources were used for the payment

The modelas defined in GASBS No.34 eslablished cnterla (percentage ofthe assels, delered outflows of lesources,liabllilies,

defeffed llllows of resources, revenues, or expenditures/expenses of either fund category in the governmenlal fund) for the

determination of major funds The non-major funds are combined in a single column n the fund fnancial statements. The

l!4unlcipality reports the following major f unds:

GglCIqLEgEl- This is the general operating lund ofthe Municipality. lt s used lo accountfor al linancial rcsources

except those requiled to be accoLrnled iorjn anotherfund.

Debt Service Fund -This js the fund used to accor.rnt forthe accumulation of resources for and the payment of, genera

long'lerm debt princ pal, interest, and related costs.

EQ!!LI$IqE!!!L- This is the fund used to accounl for alLJinancial rcsources and transactions lelaled to the loafs for

conskuction purposes and capilal ouUays of the Murlicpality, lvhch is financed by loans from the Govemment

Development Bank oi Puerio Rico

HUO proqram Funds - Thls fund accounts lor revenues sources for the developmenl of vable urban communities,

decent housing suitable living envlronment, rental assistance to help very-low income familes affod decent, safe and

sanitary housing by encouGging property ownerc to rehabilitate substandard housing and lease the units with renlal

subsldiesto low income farniies.

Head Start Proqram Funds - This is the fund used to account for all transactions of the Head Start Prcglam. The

objectives to this program areto provide comprehenslve healih, educational, nutallonal, soctaland other developmenlal

services prima y lo economically-disadvaniaged pre-school children and infants and loddlers so thal the children will

altaln schoolrcad ness.

State Assionments Fund This is the fund used to acco!nl for allfinanclal resoulces and transactions related to the

egislative app ropr atiofs for construclion and weliare assistaice pLrrpose oi lhe fulunlcipalty
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MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENOED JUNE 30, 2013

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED}

D. Ilileasurement Focus and Basis of Accounting

Government-Wide Financial Statements
The governmenlwide financialstalements (the Statemenl oJ Net Posilion and the Statemenl of Aclivilies) are repolted usin! the

economc resources measurement focus and lhe accruaLbass of acco!nting Revenue is recorded when eamed and expenses

are recoded when a liab llty is incurred, regardlessof the timing of relaled cashflows. Glantand similaritems ate rccognized as

revenue as soon as aLleligibillty requirerner'rts have been mel

Allrevenues, expenses, gains.losses, assets and liabrities resL ting from exchangeand exchange like transactions arc genera Ly

recorded when the exchange iakes place. ln erchange transactions each pady to the transaclion receives and gives up

essentialLy equal values. An exchang e-Like transacl on s one in which there is an ident fiable exchange and the values exchanged,

tholgh relaled, may not be quite eqLral. Nevertheless. the exchange characteristics ofthe exchange- ke llansaction are strong

enough to lusifytrcating ll as an exchange foraccounting purposes.

Al revenues, expenses, gains, losses and assets resull ng lrcm non-exchange laansactions are recorded using the criteria set

forth by GASB Slatement Na.33, Accounling and Financial Repaling fat Non-exchange Irarsactiors (GASB No. 33) GASB No.

33 established accounlifg and rcpoding slandardsfor non-exchange transactions involvrng cash and financial or cap tal resources

(forexarnp e, most taxes, grants and privale donallons). ln a non'exchange transaction, the M unicipality gives (or receives) value

witholt drrectly receiv ng (or giving) equal value ln relurn. Thls is dlfierent fmm an exchange lransaction ln which each pady

receives and gives up essentjal y equaL values. Accordlng IoGASB No.33,lhe [4 un cipality g roups lts non-exchange transactiofs

lnto the following {our classes i. the accornpanyin! basic llnancial slaternents: (a) derived lax rcvenues, (b) imposed nor-
exchange revenues, (c) govemmenl mandated non exchange transaclions, and (d)voluntary non'exchange transactions

n thecase ofdedved lax revenue transactions, which resLlLtfrcm assessmentslhe l\4unicipalily places on exchange lransaclions,

aeceivables and revenues are recorded when the undeiylng exchange has occurred. ln the case of imposed non-exchange

revenue transactjons. which resuJt from assessments made by the N4! nicipality on nongovemmenlal entities, including nd ividuals,

olher lhan assessments on exchange lransactions, receivables are generally recorded in the period when an enforceable legal

clajm has arisen. Properly laxes are gerlerally recoded as reven ues in the pe od when resou rces are required to be used or lhe

firct pedod lhatlhe use of the resoulces is pemlitted.

Govemment,mandated non-exchafge transactions (s!ch as glants and contributions) result when a governmenl ai one level

(such as the federal or stale governmenl) provides resources to the lr'lunicipality and the provider governmenl requires the

l\4unicipality to usethose resoLirces fora specific purpose or purposes eslabllshed in the prcvide/s enabling legislation. lnthese

type oilransaclions, receivables and revenues are generally recorded when alleliglbility rcquiremenls imposed by lhe provider

have been met. Forthe majority of grants, the Mun clpallty musi expend resources on lhe specific purpose or project beforc lhe
prcvider re mburses any aTnounts Revenue rs, therefore, gen€rally recognized as quaLifying reimbulsable expenditures are

inc!rred

VoLunlary ncn exchange transactlo ns (such asdonatiors and cerlaingranls and entitlements) ies! ll from leglslative oI contractual

agreemenls, other than exchanges, wiliingly entered inlo by two or more parlies ln lhese types of transactions receivables and

revenues are geneially accoLnted lor in the same manneras goveTnmenl mandated non-exchange transaclions discussed above.

Evenls lhal are nelther exchange nor non exchange trafsaclions are recorded when it is probable that a loss has been incurred

and lhe amount of loss is reasonaby esi mable. Recelpts ol any lype of revenue sources collected in adlance for use in lhe

following fiscalyear are reccrded as deierreC inlLow of resources.

)6
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MUNICIPALIWOF UTUADO

NOTES TO THE BASIC FINANCIAL STATEITENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 1- SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES (CONTINUED)

D. Measu.ement Focus and Basis of Accounting {Continued)

According to GASB No. 34, all general capita assels and the unrnalu.ed Longlerm Llabilities are recoded only ln the

accompa;ying stalemenl of net position The measuremenl focus and the bas s oI accounting used in the accompafying GWFS

d!fier significantlyfrom ttre measLlrementfocus and basis ofaccounting Lrsed in the pleparation ofthe accompanying governmental

fund financial slatemenls. Therciore, the accompanying govemmental frlnd firanclal stalemefts include reconciliations, as

delailed jn lhe accompanying table ofcontenls, tc better idenlify ire reLaiionship belween the GWFS and the governmental fund

financia stalemenls.

Governmental Fund Financial Statements

The govemmenlal fund financial statements are repoded using the curent financial resources measurement focus and ihe

modified accrual basis of accounting Revenues are recorded when susceptible to accruall as soon as it is bolh measu€ble and

available. 
,Availabb' 

means collecllble w thln the curent peiod or soon enough theeaftel normally wilhin sixty (60) days, io be

used lo pay liabilities of the currenl period. Revenue sources not meeling lhls availablllly crlterion or colle-ct-ad in advance are

recorded as unearned rcvenues oI deferred inflow ofrcsources al June 30,2013

Expend turcs are genelally recorded when a Iiabllty is incuffed, as under accrual accountlng Modifcatons to the accrua basis

of accounting include the followingl

.! Employee's vested annual vacation and sick leave js recorded as expenditure when utilized. The amounl of accumulated

annualvacation and sickleave unpaid alJune 30 2013, has been repo(ed onlyln the government-wide financial slatements.

Allocation of cosls, such as depreciation and amortizaUon are recorded in lhe acmmpanying statement of activlt es and lhe

slatement of revenues, exDenses and changes in fund balances, but are no1 recoded in the accompanying governmental fund

financial statements.

ln applylng the 
,susceptible io accrual' concepl to intergovernmental revenues (federal granls) puGuant to GASBS No. 33,

Accau;tnA and Financiat Repoiing fot Nonexchange Transactiors (the l,4unicipalily may aci as eilher provider or rccipient),lhe

provider shouLd rccognize liabilities and expenses and lhe rccipient should recognize receivables and revenue when the

applicable eligibilily rcquirements lncluding time requirements, are met. Resources tEnsmitled befo.e the eligibility requiremenis

are rnetshould, under most circumstances, be repoded as assels by the providerand a liabiliry by the rccipienl'

There areessentlally lwolypes o{ revenue Forsome grants, f!nds mlrst beexpefded bythe 1,4!nicipality on the specific purpose

or polect before any amounts will be reimbuced. Revenue is, thereforc recognized as expenditllres are incurrcd to lhe exleni

avalla-ble. For lhe oiher revenue, moneys aae vidualLy unrestricled and are generally revocable only for fail!rc to comply with

prescribed compLiance requirements. These rcsoirrces are Tef ected as revenue al the lime ol recelpl or earlier ij the susceptlb e

to accrualc le a is met.

)1
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NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUEO)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 1 - SUTUMARYOF SIGNIF|CANT ACCOUNTTNG POUCIES {CONTINUED)

E. Fund Balances

Accod ing the prov sions of GASB No. 54 the fLr nd ba ances are reporled ln five calegoies

.a. llqlllCllhllq - Amounts that cannot be spent because they are: a) fot ln spendable form or b) legally or contmctually

requlred 1o be rnaintained intact. Dle lo lhe nature or fonn of the resources, they generally cannot be expecled to be
conveded inlo cash ora spendable fonn.

.:. Restricted - Amounts are restricled by exlemaL parties (credltors, grantors, contributors or la rcgulations) of other
govemments or reslricied by lawthrough constitutional provisions or enabling legislation

Committed - Arnolnls that can only be used for a specific pueose puGuant to conslraints imposed by fomal actior
(ordinances or resolutions) of lhe Mr.rnicipality's highest levelofdeclsion making authorty (N4irnicipal Legislal!re). The fonnal

action must occur priorlo lhe end oflhe reporling perlod, however, lhe amounl rnay be determined in the subsequent pedod.

These are sef lmposed imilations on availabb resources. These cornmitled amounls cannot be used for any olher purpose

ualess lhe govemment removes or changes lhe specified use by laking the same level of acton ll employed to previously

comrnlt ihose amounts. These committed amounts woLrld be approved and adopted by fonnal aclion of the Municipal

Leglslat!re

AlgiglCd - Amounis that are constra ned by the lvunicipality's inteni to be used fol spec llc purposes that arc nether
resl cted nor comm(ted. The nlent wi l be expressed by the l!,4unicipal Legls atu re, the Mayor or by an ofilcial to which the

Municipal Legislature delegates aLrtho ty in conformlty with lhe Autonomous l\4unicipalities Law of Puerto Rlco.

llesgiglld - Reprcsent the residual classilicallon for the l\,4unicipality s General Fund. Therefore, n order lo calculate

Lrnasslgned fund balance, totalfund baance less nonspeidable, restricled, mmmited and assigned equals unassigned fund

balance. The rcsulllng amountwill beavallableforany purpose.

Negative fund balance amounts are assigned amounts reduced to the amounl lhat wlL raise the lund balance to zero.

Consequently, negalve residual amolnls is Ieskicled, commllled and assgned fund balance classlficaljons have been

ieclassified to unassgned fund balances.

The Municipaliy repods resources constrained loslabilzalion as aspeciiied puDose (restricted orcommltted fund balance in the
genelal fund) only ifr (1) such resources meet the other cile a Jor those classifications, as described above aod (2) the

circumstances or condilions thal slgnal the need for stabilization are identilied in sufiiclent detail and are not expected 10 occur
roLrtinely.

However, the Municlpality has notentered into any siabllization-like arrangements nor has set aside mate alfinancia Tesources

for emergencies and has not established formaL minimum fund balance amounts as of and for the fiscal year ended June 30,

2013.

When an expendlture is incurred for purposes for wh ch arnounls are available in multlple fund balance cassificalions, the

[,4uncpality uses resldcted resources frsl, and then lnreslrlcled resources. Wlhin unreskicted resources, lhe trlunicipal]ly
generally spends cornmilled resources filst, followed by assigned Iesources and then unassigned resources

At June 30, 2013 the accompenying iund linancia sialemenls Ieported fund balances as restricled and unassigned.

t- rl



COMI''ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEARENOED JUNE 30,2013

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

F. Budgetary Data

The l\,Iunicipallty annually adopts the Budgel Resolution for all operating funds of the [4un]cipality except for ce ain reslricled

accounls of Proprietary Funds and SpecialRevenue Funds. Budgetary controlis egally maintained atlhe fund level. The budget

is prepared using the mod lied accrual basis of accounllng wjth encumbG.ce lncluded as budgetary basis expendlturcs. The

1\,4unicipalitys Budget Resolution provides transfer authority (1) lo the [4ayor and the lt4anagement and Budget Director, within

and between depadmefts and iunds, as long as the tolal budget of the lvlunicipalily (net oi interfund transfers)is not incrcased;

(2)to lhe lvlanagement and Budget D rector to irnplernentgrant budgets as the grcntapplications ale accepted by lhe N4unicipalityl

and (3)to lhe tr4anagement and Budget Directorto amend (re-appropriale) each new yeals budgel, to the extent oloutslanding

encumbmnces, and/or unexpended prolecugrant approp alions al year end. I\4unicipallty's Legislature action is .equired fol (1)

use ofthe budgeled Legisature conlingency and (2) the approval of supplernental apprcpdations. During the year, several

suopleme'ta, aooroo_dl o1s we'a necessal

The budgetcolumns (originaland final budgels) of the Budgelary Comparison General Fund reflectthe o ginalbudget and the

amended budget (whlch have been adjusted for legally authorized revisions of the annual budgets du ng the year).

Appropriatiofs, excepl remaining project approp ations, encumbrances, and unexpended granl applop ations, lapse al the end

of each fiscal year.

Amendmenls tothe budgel, including tlansfers, require the approvalol the MLrnlcipa Legislature. lJnenclmbered appropdatlons

lapse at the end ofthe next fiscalyear The il unicipality iollows these procedures, in accordance with law, in orderto estabLish

lhe budgetary data reflected in the basic financial staternents:

1. pdor of NIay 31 oi each liscal year the lvlayor submits to lhe l\4unicipal Legislature a proposed budget for the fEcal year

commencing theio lowing July 1 in addition of a budget message;

2. The budget document is available lor public inspectou priolio ils approvalby the MunicipaLLegislaturc;

3. The Commissioner of [4unicipal Affairs examines lhe budget lo verlfy ]f ii complied with the law's slandalds and sends it to

the Nlayorforany comments or recommendation before the iimited date eslabllshes bythe Law;

4. PriortoJufe 13, the annualbudgel is legally enacled through passage olthe annualapprcp alion ordinance;

5. lf a bldget is not adopted p or lo the end of the end of the fiscal year, the annual budget fol the preceding fisca year, as

approved bythe llrlunicipalLeg slatureand the N,1ayor, is aulomalically renewed lor the ensuing fiscal year until a newbudgel

is approved. This pemits the [,4uniclpal]ty lo continue maklng payments for its operaling and other expenses LJntl lhe .ew

budget s approved;

6. Subsequent 10 the enaclment ol the annual appropration ordinance. the l\,4unicipal LegislatLlre has the authodty to make

necessary amendTnents made du ng lhe fsca year and are rellecled in the bldget informalon ncluded ln the Budgelary

Comparlson Sched!le - General Fund;

7. Budgetary data {orthe Special Revenue Fund has not been presented n lhe accornpanying baslc f nanclal slalemenls as

such funds are bLrdgeled overlhe life oi the respective grantor project and not on an annual bas s.

2l)



COIi4MONWEALTH OF PUERTO RICO

II4U N ICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCALYEAR ENDED JUNE 30.2013

NOTE 1- SUliltilARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUE0)

- F. Budgetary Data (Continued)

Since the budqetary basis dLffels from accountng principles generally accepted ln the Unlled Slates of America (GAAP), aclual

_ amounls ior the General Fund in the accompanying BLrdgelary Comparisoa Schedule, is presenled on lhe budgelary bass to

enhance comparabiity.

The principaldifferences behveen lhe budgetaryand GMP bases arclhe followingl

1, Encumbrances are recoded as expenditures under lhe budgelary basis and as a reserve ofiund balances under GAAP

_ 2. The non€xonerated por'lon.of lhe propedy lax advances are prcsented as revenue ln lhe budgelary bass and as other

nnen.rnn qoLrrar?s rnd-.r G/\AP

3. nterfunjtransactlons oithe Generaland Special Revenue Funds are nol Lncluded m the budgetary basis

4. Cei€in accrued liabi ues and otherdebts arc nol included ln the budgetary basis

_ 5. Cedain revenues susceptible 10 accrual i.e.. both measurable and available are nol included in the budqetary data.

All encumbrance approprialions in the operaling budget lapse at the end of lhe fiscal year. Pmpeiry taxes collected dudng the

cunent year by lhe trlunicipal Revenue Co ieclion Cenler (Fiscal Agent) ale presenied as revenues ln the accolnting basls but

- arc not consideed n the budgelary schedule

The speciat iunds of ihe Sp€cial Revenue Fund have not been included n the budgetary comparison because balances are not

budgeled. Also the budgel prepared ior the Federa Finance Awards Prog.ams included in lhe l\,lajor and Non l',4ajor Funds rs

- based on a program period which is not necessarily a year. Accordingly, il's nol praclicallo present an annuaL companson of

budget for such prograrns

_ G. Cash, Cash Equivalent and lnvestment

Underthe laws and regulations olthe Commonwealth, public lunds deposiled by the l\,lunicipality ln commercial banks must be

iully collaleralized for the amounls deposled ln excess of the fede€l deposiiory insucnce generally provded by the Federal

- Deposit Insurance Corpo€tion (FDIC). A I securliies pledged as collateral are held by agents designaled by the Comrnonweallh s

Secrclary of lhe TreasLrry. but nol ln the lvlunicipality's name.

Cash withfscatagent represenls prcperty and sales tax colleclions retained by lhe lrlunicipal Revenues Co lection Cenler and

- the Govemment Developmenl Bank of the Commonwealth of Puerto Rico, respeclively Cash with fscal agent, also represenl

undisburced proceeds oi c€ftain bonds loans or gmnts which are mainiained ln a cash custodian accouni by ihe Govemment

Deveiopmenl Bank oi ihe Commonwealih oi Puedo Rico

CashbalancerecognizedntheDebtServiceFundisrestictedforthepaymentoflhel\,lunicpaliiy'sobligations,andolhersare
reslicled tor specific projects, such as the acqu silion or construction oi perrranenl mpovements. The sinking lund is maiilained

bythe covernmental Development Bank oi Puerto Rco, agencywhich acls as the insurerand payerofthe lvunicipality's bonds

- and notesissued in accodancewith law

-it)



COMMONWEALTH OF PUERTO RICO

MUNICIPAIITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEI\lIENTS {CONTINUEO)

FOR THE FISCALYEAR ENDED JUNE 30,2013

NOTE l -SUMMARY0F SIGNTFTCANT ACCOUNTING PoLICIES (CONTINUEo)

H. ReceMables

Recevabe arc stated net oi eslimated alowanc€s ior uncolecllble accounts, which are delermlned upon pasl collection

expe en@ and cufienl @onomic condilions Receivable frcm Federal Government represents anrountsowed to the l',lunicipallty

ior rcirnbuTsemenl oiexpenditurcs incurrcd pursuanl io ,ederalLy funded programs

L lnventories

The Gene€I, Special Revenue and Cap lal Pmject FLrnds, purchases office and pnniing supplies, gasoLine, oll and othel

expendabe supp ies held ior consumpllon The cost of purchases is recorded as exp€nditure in lhe approprlate fund and the

inventory is not recorded inlhe basicfnanca statemenls

J. Defer€d Outflows/ lnflows of Resources

ln addition toassels, the slatementof net position and govemmental funds balance sheel wi I sometimes repolt a sepalate secilon

Ior defered oL{fLow of resources. This separale fnancial statement elemeni defered outllows ol resources, reprcsents a

consumpiion of net positioi or fund balance thal apples to a future pe od ls) and so will not be recognlzed as an outllow of

rcsour@s (expense/expenditure) unti lhen. The lvlunicipalily has no deferred outflows of resources ln addition to liabllilies, lhe

stalemenl of net position and governrnenlalfunds balance sheet will sometimes repod a separale secllon for deferred inflow ol
resources. Thls separate fnancral stalement elemenl, defered inflows of rcsources, represents an acqulsition of nel pos tion ot

iund balances lhal apples to a iuture period (s)an so willnot be recognlzed as an inflow of resources (revenue) until that lirne

Al June 30,2013 the i.,lunrc palily presented deferred ln{lows oi resources in lhe balance sheel.

K. CapitalAssets

Prcperly, planl and equipmeni purchased oracquircd is carried al hisloricalcost or estimated historicalcost. Contribuled assels

are recoded at fair markel value as of the date rcceived. The Municipalilys capitalizalion levels are $300 on peEonalpropefiy.

For imprcvemenls other than bulldings, lhe capita outlay musi be greater than $1 exlend lhe estimaled useful life lor ten yeac,

and be grealer ihan 10% ol the origlnal cosl of ihe assel. Olher cosls incuned for repairs and maintenance is expensed as

incuned.

Depreciatlon on al assets s provided on lhe straghl-line basis over the {ollowing estirnai€d useiullves

CapitalAssets

Buildinos and site lmprovemenls

lnfraslructure

Vehicles and Heavry Equlpment

Fumilue and lixtrres

Compuler and eLecironic equipment

2040

50

410

5

ll
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MUNICIPALIIYOF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

L. CapitalAsse,ts(Continued)

Depreciation and amodizalion expense of capltal assets is recorded as a direct expense of the funclion/program specliically

idenliiied with lhe asset Depreciallon and amorlizallon ollnfrastruclure is not allocated lovariousiunctionvprcgGms bul eported

as direct expenses oflhe urban and economic development iu ncl on.

M. Long.TemObligations

The liabilities reporled ln lhe governmenlwide ilnanciaL statemenls included generaland specialobligation bonds and notes, and

otherlong-term liabilities, such as vacation sick leave litigauon, long-term liabilities to other govemmental entities.

ln thefund iinanclal sialemenls, govemmentalfund lypes recognize lhe face amounl of debt issoed as othel llnancing sources,

wh le bond issuance cos1s, whether or not wilhheld from lhe actualdebl poceeds eceived, are teporled as expendltues

N, CompensatedAbsences

The Municipaiity accrues accumLrlated unpaid vacation and sick eave and associaled employee_relaled costs when eamed (or

estimaled io be eamed) by the employee. The l\,'lunicipalilys employees arc granted 30 days of vacalions and 18 days of sick

leave annually. Vacations may be accumu aled up to a maximum ol sixty (60)days and sick leave up to a maximum of ninety (90)

days. n the event of employee resgnalion,lhe empioyee is paid for accumulated vacation days up to the maxlmum allowed

Separation frcmemployment prior to use ofallorparlolthe slck leavelerminates allrighls formmpensalion, excepl lor employees

Wth ten yeals of service who are enlllled to sick leave pay up lo lhe maximum allowed. The luunicipalily accrued a liabilrty fo.
co"lpeTared abqences whcl meel rhe iollow 19 c'ileria

1. The l1,llun cipality's obligalion relating to empoyee's rights lo receive compensation for iuture absences is altibutable to

employee's services aLready rendered

2. The obligalion relates lo rights thai vesl oraccumulate.

3. Payment ofthe compensation is probable

4. The amount can be rcasonably estmaled

In accordance with the above c lena and rcquircments as eslabllshed by GASBS No. 1 6; lhe [lunicipal ty has accrued a Liabiliv

for compensated absences, which has been earned bul nol laken by l4unic]pality's employees- FoI the govemmenlwide

statemenls, the current porlion is the arnount estimated to be used in lhe io lowiig year. Forlhe govemmenlalfunds statemenls,

all of ihe compensaled absences are @nsidered ong'term and therelore, are not a iund Liability and rcpresents a reconc ling item

between the fund leveland governmenl wide presentations.

The following is a sumrnary of changes in the balance of ComDensated Absences for the iiscalyear ended June 30. 2013.

_t:



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTESTO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

O. ,nsumnce

The l\4unicipauty has insurance coverage for ils pubLic iacililies, primanly to provide prolealion from cataslophlc losses. Also,

p ncipal offciaG ol the l\,4unicipality are covered under various surety bonds. Corespondlng premiums payable monthly ar€ paid

;ireciiy byihe L4uiicipallty. Aao, there is an addit onal insu€nc€ cost thal is wiihheld bylhe l4unicipaLRevenrre Col]eclion Center

frcrn lhe monlhly advancesofannua propertytax and subsldysend 10 the ['luiicipa]lty.

P. lnterfundTransactions

lnleriund tansaclions arc rcflecled as loans, relmbursements or transfels. Loans arc lepoi{ed as recelvables and payables as

apprcpiate and are subjecl to eLminallon upon consoLldalion. ReimbuBements occurwhen oneiund incu6 a cosl, charges ihe

apprcpriate beneliting fund and reduces its reLaied cost as a reimbuGement All other interfund iransaciions are lreated as

lransfeE. TransfeE belween govemmenlalor poprielaryiunds are netted as part oi the reconcilialion to lhe govemmenlwide

column prcsenlalion The MunicipaLity hasthefollowing types ofrccipmcaland nonrec procallnlerfund aciivilies:

a !d!g!E!!Ll93!g - Represent amounts provided wilh a requircment for rcpaymenl, which are recorded as 'd!e from' in the

i6da oove-govemmental fund and'due lo" in lhe borrower govemmental fund. lnlerfund rcceivables, whlch are not consideed

currenti available financial rcsources, are reported aS advances. FoT amounls not expecled to be collected within a

reasonjbb pedod, inlerfund rcceivabLes/payables are reduced to lhe eslimaled realizablevalue and lhe amo!nilhat is not

expected to be repaid is reported as a lransier fronr the govem menlal iund thal made lhe oan.

+ lnterfund transfers - Represenl flows of assels (permanent rcall@alion of financial lesources among goveanmental iunds)

withouiequivalenlflows ol assets in return and wilhouta rEuirementforrepayment. TEnsfers are reported as otherlinancin!

uses n the govemmenialiund making lransfers and as otherfinancing sources n the govemmentallund receiving transfels.

.. lnterfund rcimbursements - Reprcsent rcpayments fom the govemmenlalfund rcsponsible for paltcular expend turcs or

expenses lo the governmental fund thal inilially pa d forthem.

Q. Claims andJudgmenis

The estimated amount oltre tiabilityforcaims andjudgmenls,li any, which is due on demand, such as lronr adiudic?ied or settled

claims, is recoded in the General Fund The Lorg-Term Llabilities includes an amolnt estimated as a contingenl liability or

iabllities wilh a llxed or expected due dale, which will require future avallable iinancial reso!rces for ils paymeni

R. use ofEslimates

The preparation of the basic linanclat statements in confomily with accouniing principles generally accepted in lhe Uniled Stales

of Ameica requires manalement to make estimates and assumptions thal aifect ihe epoied amounts o{ assets and liabilLiies

and dsclosures of conling;nt asseis and Liabliiiies at the oate of lhe basic fnancal sialements and the eporled Tevenue and

expeises during the rcpoidng period. Actual result couLd dlffer from lhose estimales.



COMI{ONWEALTH OF PUERTO RICO

MUNIClPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE l -SUt!MARYOF SIGNIFICANT ACC0UNTING POLICIES (C0NTINUED)

S. Accou rngforPension Costs

For the purlose ol applying the requirements of GASB Slatement No. 27, Accounli,lg for Pensians by Slate and Lacal Govennenl

Empioyers (GASB No. 27),lhe slale govemment of lhe Commonweallh of Pueno Rico is considered lo be the sponsor ofthe

Employees' Relirement System of the Governr0ent of Puerlo Rico and ils lnslrumentaLlties (ERS) and Syslem 2000, a mulli'

employercoslsha ng delined beneiil pension pan and a hybrid dellned conlribution plan respeclively n whlchlhe employees

of lhe i,4u nicipat ty partcipale The llunlcipality is considered a parlicipanl and no1 a sponsor, of these rctjrement systems since

lhe majority of the participants in the aforementioned penslon trusttunds arc empLoyees of the commonweallh of Puedo Rico

and h; basic financial slalements of such retiTement systems ae part oi the fnanciaLreporling entity ofthe Cornmonwealth of
puerlo Rico Accordingly, no portion of the nel pension ob igal on (NPO) related 1o ERS has been allocated to lhe I'/unicipalily in

the accompanying basia financ alstalements. The basic financial slalemenls of the Commonwealth of Puerlo Rlco repoat the total

amount ofthe nel pension obiiqalion of ERS, inc uding any amountthal may correspond io the Municipality

The Municlpaliv accounls for pension costs fmm the slandpoint of a pariiclpanl in a multiple'employer coslsharing plan.

Accordingy, pension costs rccognized n the accompany ng basic iinancial slatements arc equal lo the statuto ly required

contributions, wjlh a liabilily recoded for any unpaid requlred conlribuiions.

T. RiskFinancing

The Municipaly carries commerclal nsurance lo cover casually, lhefl, torl clarns and other losses. lnsurance policies are

negotiated dieclly by the Nlunlcpalily.

lnsurance cost pald by the [.{unicipality during fiscal year 2012-m13 amounted $483,866 ]n addition msi oI the wod(ers

compensation i;suranae hat cove* al municipal ernployees and is deducted from the grcss properly tax coLlections by the

Municipal Revenue Collection Cenler ("CRlM")forlhe year ended June 30 2013 amounted to $294,006'

U. Future Adoption of Accounting Pronouncements

The GASB has issued theiollowing accounting standards thal have effective dates after June 30,2013:

a GASB Stalement No. 66, Technical Coieclbns-2A12-an anendnent of GASB Slaleme,ts No. 10 and No' 62' This

statemenl is effective for periods beglnning after Deceriber 1 5, 201 2

* GASB Slalement No. 67 , Financiat Repofting fot Pension Plans-an anendnent of G,4SB Sialemenl lvo 25

.' GASB Statemeni No. 68 Accaunling and Fjnancial Repoiing t'or Pensions-an anendmerl ol GASE Sirle.m-"nt No. 27. Thls

stalement ls effecllve for pe ods beginning aflerJune 15 2014.

a. cAsE statemenl No. 69 Gavemnent Conbinatjons and Dispasals of Gavennenl operaf,brs. The rcquirements of this

statement arc eflecllve foa govemment combinations and d sposals ofgovemmenl opetations occufiing in {inancial reporling

pedods beginning afler December 1 5, 201 3 and shou d be applied on a prospecl ve basLs.

a. GASB Staternent No. 70 Accounting and Financial Repofing for Nanexchange Financial Guatanlees This statemenl is

effeclive for periods beqinning afler June 15,2013.

a GASB Statement No. 71 Pensian Transitian fot (hnt'kulbns nade subsequenl lo the Measurenenl Dale an amendment

of GASB 6B. This statement is effeclive ior periods beginning afierJuie 15,2014.

The impact oflhese stalements on the lllunicipality's baslc iinarcial statements has not yet been deleniined

t.l



COMMONWEALTH OF PUERTO RICO

MUNICIPALITYOF UTUADO

NOTES TO THE BASIC FINANCIAL STATEI,IENTS (CONTINUED)

FOR THE FISCALYEAR ENOED JUNE 30.2013

NOTE 1-SUiIIiIARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

V. Adoplion of New Accounting Pronouncelhents

The provhions of the folowing Governmenia Accounllng slandads Board (GASB) Slatement have been impemenled for the

yearended June30, 2013;

GASB Slalement No. 63, Fira, cial Repofting of Det'ercd Outfhws of Resaurces, Defefied ln ows ofResources a,'ld Net Poslijon'

This Statement provides iinancial eportlng gLridancefor deferred oulllows oi resources and defefied inflows of resoulces. The

I uniclpality has implemented lhis Stalemenl in flscaL year 2012-2013.

GASB Statemenl No. 65, /tems Prelous/y Repoded as Assels and Liabillies. The objeclive of this stalemenl establshes

acmunling and financial reporting slandads that reclassiry, as defefied outflows of resouoes or defered ini]ows of rcsources,

cel€in ite;s that were prevlousy reporled as assels and liabilities and recognizes, as ouflo[s of resoLrlces or inflows of

rcsources, cedain ilems ihal were previously repoted as assels and liabilities. The prcvisions oi this Slatem-Ant arc efiective for

iinancial statements ior periods beginning after December 15, 201 2. The L4unicipality has implemented this Statement n fiscal

yeat 2012-2013

NOTE 2-CASH AND CASH EQUIVALENTS

The Municipatity maintains its deposils in various mmmercial banks localed in Pueao Rico and Governrieni Deveopmenl Bank

for puerto iicolGDBl. Croceeds from bonds andfunds related io c€itain grant awads are equired bylawlo be held wilh GDB

Custodialcredit risk thal in the event of a bank failure, the Municipalily's deposits may not be ecovered. Pursuanttolhe Slalement

ht tnvestment cuidelines fat the covenfient af the C,onnonwealth ol Pueio Rico \he balances deposiied in commercial banks

byihe lL4unicipalLty are insured bylhe FederalDeposit lnsuGnce corporation (FDlc)genelally up toa maximum oi $250,000 per

d;positor.lr addilion, publlc funds deposrted in commercialbanks by the lL4unicipallty are fu ly securities pledged as collatelal are

neid, in the ttunicipaiiiy,s name, by the agents of ihe Commonweallh's Secr€lary of Teasury. Deposits wlh GDB are uninsured

and uncoltaleraliz;d lowever, no losses related to defaulls by GDB on deposli lransactions have been incuned by the

Municipahiythrough June 30,2013. Therefore,lhe l4un]cipality's management has concluded thal at June 30, 2013 the custodial

crcdit risk assoclated withlhe L,lunicipaliiy's cash and cash eqLlivalents is consdered low

The l4unicipaliys bank balances in commercialbanks of $1,106,247 in the General Fund, $513,059 in the HUD Prolrams Fund,

$S.770.0a1 n iie Slale Assiqnmenls Fund and lhe $847,9m in Oiher Govemmental Funds we€ fully collateraLized al June 30,

2013.

The deposils at GDB of $27,&1 in the Ceneral Fund, $1,815 '556 
in the Bord lssue Fund, $2,959 351 in ha nc serul'e Fund

and the g107,397 ln Other Govemmental F unds are unsecued and uncollateralized, as no collateral is rE uired 10 be canied by

govemmentai banks.

NOTE 3 - RECEIVAELES

A. Propedy Taxes Receivables

Pmpedy taxes receivable of $150,223 and $8,032 in lhe Genera] FUnd and Debt Service FUnd, respective]y, leplesenis

advances from llscal yeal 2012'2013 not collected bythe M0nicipality aiJune 30,2013

l-<
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MUNICIPALITY OF IITI]ADO

NOTES TO THE BAS]C FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE 3 - RECEIVABLES (CONTINUEo)

- B. Sales Tax Receivables

fu described below in Note 15, the lltunicipaLLegislature appoved the imposllion of lhe municipalsales and use tax during

liscalyear 2007-2008. lndividuals, organizations and enlltes subjecl io collect lhe municipalsales and use tax must file a

- tax return to the Municipality. Tax isdueeach 20bdayoieach month based on laxcollected ln lhe preceding month. Thereiore

sales tax rcceivable of $60 487 in Debl Se.vice Fund, represents the amounts due by lhe laxpayers atJune 30, 2013'

_ C. lntergovemmental Receivables

Receivabtes in the Oiher Governmental Funds represent expendillres incured not yet reimbuBed by lhe slate agencies.

Following is a delailofihe slate govemment EceivabLesl

Descdption

Stale Depaimenl of Labor Law52 $ 552

Desc ption

lepartment of Educallon s4 641

)ffce of Energy Affa ls Adm niskauon of Cornrnonweallh oi PLreio R co

Total s 7 _271

D. FedeHl Grants Receivable

- Federal granls receivable amounllng 10 $86,739 and $1 ,599,954, respectively, in lhe HUD G6nls Fund and Head Slart Fund,

rep€senb expendilures incured nol yet reimbursed by OCAtr4 and oifrce ofthe Govemor, the pass_through agences. Also,

rc;eivables ln Other Govemmental Funds, amounling $7271, represenl expendLtules incurred not yet reimbursed by the

- 
federal agencies or the pass-lhrough granto6 Following ls a detail of the fede.al granls rcceivab e:

This space was left in blank intenttohelly
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COll,llttONWEALTH OF PUERTo RlC0

l'/t UNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS {CONTlNUEO)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE 3 - RECEIVABLES (CONTINUED)

E. Due From Other Funds

Inierfund rcceivables and payables at June 30 201 3 are summarized as follows

Receivable Fund Payable Fund

GeneralFund

Other GovemrneniaL Funds Payrolland rcimb!6able
expenditures $ 149,853

15 073
ceneralFund Bond lssue Funds lnlerfund Loans

1 407 .426
other Governmenlal
Funds General Fufd nlerfund Loans

nlerfLrnd Loans I639
HLID Funds GeneralFund

421.601
State Assignment
Funds Genera Fund nledund Loans

Total L2.003t92

NOTE 4-CAPITAL ASSETS

CAPITAL ASSETS

a,ninl :<qpls. tnose wh aneslimareo LseiJlliveol ole yea'or _orclom I1e lire of acqJisilol oy -e vuncioarily ard a LoJ

;ft# ffi;.;il;l ir.JJ r".is. ,h. '**t.6 
or 'orq-Ip'r bords and loa'r. ald sldre and 'eoelara:siqnrells A

",_.ar* 
ol ,uo,,", a""fa ad changer occunicg'n 201J .rclJo'rg ,nose changes olsuaal lo Ire hp.elenlalor o'CASB

i,*r""irr". lq. ror*t r. ,To and;or\'ruclor .n o'ogress arc nol sLbpcl o deorecEl'on)'

This space was lelt in blenk inlenlionally
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COMIiIONWEALTH OF PUERTO RICO

I\,!UNICIPALITYOF UTUADO

NOTES TO THE EASIC FINANCIAL STATE|\llENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE 4- CAPITAL ASSETS AND REAL ESTATE HELD FOR SALE (CONTINUED)

Govemmental Activities

Capital asset nol being deprcciatedi

Construction ii pogress

Total capital assets not being deprcciated

Capital assets, being depreciaied:

Buildings and Building lmprovements

Machinery and equipment

Total capitat assets being depreciated

Less accumulated depreciaton torl

Buildings and Buid ng lmprovements

i,lachinery and equipmenl

Tolal accumulated depreciation

Tohlcapital assets being deprcciated, net

Govemmenlal activities Gapital assets, net

Ju|y1,2012 Adjustments

s 4.422,458 $1,713.524

{211.4091

1502.115

3,17i

74.g7;

14_972

s_ll!!200

848.482

5.270.940

11,843,352

66873,826
1,888,742

3.441.214

84.M7.130

(5,353,126)

(11,055,610)

(1,515,781)

t2-717.914\

{20 641.4911

63.405639

$__68,626119

S $

June30,2013

$ 6,135,982

--031,!73

11,843,352

66,873,826
1891915
3.441-210

84.050.303

(5,606,585)

(12,435,597)

(1,602,355)
(2 781.9511

(254,459)

(1,37S,987)
(86,574)

(1389491

{1.859.969)

(1.859 969

s 11 859 969)

(22.426.488\

61.623.815

Eq!!q!I!

Govemmental activities

General government

Public Safety

Cu t!rc and Recreallon

iluman services and welfare

Total depreciation exPenses

Deprcciation elpenses were chaQed 10 govemrnenlal iunciions/prog rams as followsl

l3
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COI.IMONWEALTH OF PUERTO RICO. IIUNICIPALITY OF UTUADO

NOTESTO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ETIDED JUNE 30,2013

NOTE 5 - BANK OVERDRAFT

- The bank overdrail of $4,441 in Head Slarl Prog lam Fund was the esult of the adjusled cash balance at J une 30, 201 3, of the

L4unicipalily's bank accounts.

_ NOTE 6-ACCOUNTS PAYABLE

Accounts payabe and accrued expenses liabililies in govemmenlalfund linanc al slalemenls rcprcsent expend tures incurred

during fiscalyear 2012,2013, and not paid by the fi4unicipalily at June 30,2013 Followin! is a delai of lhese accounls payable

- and accrued Llabililies:

NOTE 7-BONDSAND NOTES PAYABLE

The Municipaity issued general and speclal obligalion bonds and noles, princlpally to prcvide iunds ior the acquisiiion and

- coistruction oI major capital lacitites, 1o pay debt incured n prior years and lo cover expend tu res of special events. At J une 30,

2013 the govemnrent-Wde and iund financiaL slatemenls presented accounts payable regarding to the outslandlng balance of

these bond and notes in the amounl of$715 000 and accrued interests oi $159,034

NOTE 8-DUE TO OTHER GOVERNMENTAL UNITS

As ofJune 30,2013 ba ance due lo olher govemmenlaL units consisis of the fol owing i

lllajor G overn mental Funds

General Fund $ 1,514,784

HUD Funds 15 676

other Governmental Fund 1523!

Total s $4q

Governmental Aqency

Stale Aqueducl and SewerAuthorily s199 847

EmDlovee's Retirement SYStem ol the Government of Puerto Rico 176,833

Total s 376,680

This space was left in blank intentionally



COMMONWEALTH OF PUERTO RICO

MUNICIPALJW OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

NOTE 9 - UNEARNED REVENUES

- A, Volume of business tax - uneamed revenues of $447,582 in lhe General Fund relales to volume of business laxes collected
in fiscal year 2012-2013 lhat wlll be earned ln fscalyear 2013-2014.

B. FederalGrants lrn€rned rcvenues presenled rnthe Head Sta GlanlFunds nthearnoLrntof$1,595,513rcpreseitsthe
- portion oflederalgranls received lor which qualiylng expendtures have nolbeen ncured

NOTE 1() - DEFERRED INFLOWS OF RESOURCES

- Deferred inflows of resources n the Genera Fund were unavailable revenues relaled 10 property taxes arnounting to $1 50,223
that represenls the fnal liquidalion of lhe properly taxes of the fsca year 2012-2013. This amount was nol collected by ihe
i,4unicipallty at June 30 2013.

NOTE 11 - GENEML LONG.TERM DEBTS

Long terrn liability activily ior lhe year ended June 30, 201 3 was as lollows:

Beginning
Borrowings Ending

Bonds and Notes Pavable $ 8174.000 $ 2 390 000 s 655000 $ I So9 000 s 715 000

Prooedv Tax Debt Law146 278.734 13 936 264.794 13.S36

818 511 981.833 1 830,344 256 248

Slaie Relirement System
Admln straton debl aqreemenl 73 060 79,060

77 667 77 667

s 9,457,968 s 3,371,833 s 825663 $ 12.004138 s 985.184

This space was left in blank inlenlonally
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COMI'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEIVlENTS (CONTJNUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE 11 - GENERAL LONG.TERM DEBTS (CONTINUED)

_ A. GENERAL OBLIGATIONS BOIIDS AND NOTES

The tr/unlcipaity issues genera and specia oblgation bonds and notes prlncipaly to provde funds for the acqu stion and

- construclion of maiorcapilaLfac tes,iopaydebtincurred nprioryeaas,andlocovertheexpendlluresoiaspecialevent Bonds
and noles payables as of June 30 201 3, are comp sed oi lhe fol owing indivldual ssues

DESCRIPTION AI\4OUNT

$1,310000, Series 2001. for operalional purposes payable in annua lnslallments ranging from

- $50,000 lo $145,000 excluding va abe lntereslirom 4 5%to 4 910/", through July 1.2016 $ 510,000

$535,000, Series 1995, ior conslruclion of public ecealional faci ities, payabie rn annual installments

ranging from $10,000 to $55000, exclud ng variabe lnlelest frorn 6.28% lo 6.5870, through July 1,

- 2A14 100 000

$330,000, Series 1996, for purchase ol equlpme.t, payable in annual inslalfirents Enging from

_ $10,000 to $25,000, excudjng vaiable interest from 6 28% to 6.63%,lhrough July 1 2019 155000

$610,000, Serles 2007, for operaliona purposes payable in annua nstallmenls ranging ircm $70,000

io $110 000, excludlng variable inlerestlrom 1.72% to 5.00%,lhmlgh JLrly 1, 2013 110,000

$700,000, Series 2009, ior operaiional purposes, payable in annuaL installmenis rar0ing lrcrn $80 000

10 $1 25,000, exc ud ing variable interest ftom 4.75% to 5 00%, through Ju y 1 , 201 5 345 000

- $1,060,000, Sedes 2004, for operationa purposes payable in annual insialmenls runging lrom

$1 5,000 lo $80 000, excludlng variable nleresl from 4.73% to 5 020/", through July 1 , 2028 850,000

- $1 65,000, Series 1 998, ior operationa purposes payable ln annua installrnenls rang ing for'i $2,000
to $1 1 ,000 exclud ng inlercsl 5.00%. lh roug h January 1 , 2028 1 23 000

$341 000, Series 1998, for operal onal pueoses, payable in annual inslalments ranging from $6,000

- lo $23,000, excluding interesi 5.00%, through January 1 , 2028 251 ,000

$1510,000, Series 2008, for operatronal purposes, payable in annLal instalLmenls ranglng from

_ $55,000 to $ 1 60,000, exclLrd ng variable intercst from 1 .72% 10 5.00%, lhrough July 1 , 2022 1 ,1 85,000

This space was left in blank inlenlionally
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COMMONWEALTH OF PUERTO RICO
II4UNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE 11 -GENEMLLONG.TERfi,I DEBTS (CONTINUEO)

_ A. GENEML OBLIGATIONS BONDSAND NOTES (CONTINUED)

Bonds aod rotes payabes as ofJune 30,2013 arecomprised ofthefoilowing individla issues:

DESCR]PTION AIVIOUNT

- $l 35,000, Ser es 1 998, for operational pLrrposes, payable in an nua insta lments ranging fom
$3,000 to $9,000 excludlng inlerest5.00%, through January 1,2028 $ 100,000

$305,000, Series 2008, for operallonal purposes, payabe n annual inslallmenls ranglng from
- $35,000 lo $55,000, excluding inleresi frorn 1 .72% to 5.00%, th rough J uly 1 , 201 4 105,000

$400,000, Seies 1 997, for operaliona purposes, payable n annual lnstalLmenls rang ng ircm

- $10,000 lo M0,000, excluding rnleresl fronr 1 72% lo 5 00%, lhoug h July 1 , 2016 1 25,000

$235,000, Senes 1 997, ior operationa pu poses, payable in annual installments ranging frcm

_ $10,000 lo $40,000, excludlrg nleesl fom 1 72% lo 5 00%, lhrough Ju y 1 , 201 6 75,000

$3,755,000, Series 2008 for constructon of public recreationa iacrlilies payable in annual
inslallmenls enging from $60,000 lo $320,000, excluding variable interesl fmm 1 .72% to 7.50%, 3.485,000
throuoh luv 1 2023

$380,000, Seres 2012, for public iripovements and purchase ofequipment, payable in annual

lnstallrnents ranging from M5,00010 $65 000, exc udlng vahable intercstfrom 6.00% lo 7.50%, 380,000

- through July 1, 2019

$100 000, Ser es 2012, ior purchase of eqLipment payable n annual inslal ments ranging frcm

_ $10,000 10 $20.000 excluding variable intercst frcm 6 00% lo 7.50% throughJuyl 2019 100,000

$1,240,000, Serles 2012,lor construclion oipublic recreal onal faciLlties, payable in annual

nstallments ranging ftom $1 5,000 10 $105,000, exc uding variable interest frcm 6 00"/o to 7.50% 1 240 000

- through July 1, 2037

$670,000, Seies 201 2, for opeclionaL pu rposes, payable in annual nsta lments ranging fmm

$10 000 to $60,000, excluding varlable interesl iom 6.00% io 7 50%, lhroug h July 1 , 2027 020!00

Tolal General oblig ations Boids _l !t09

These bonds and notes are payablewlh the folowing l,4unicpalty's reso!rcesl
.:. Special ad vaiorem pmperly tax, which ls restricted for debl service and retalned by lhe

Governmenl Development Bankfor Puerto Rico for such purposes;

- .:. l\runic palsales taxes rcsoLrrces restrjcled for debt service and;
.:. Operationaltesources.

1l



COI!4MONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTESTO THE BASIC FINANCIAL STATEI\4ENTS (CONTINUED)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE 11- GENERAL LONG.TERI' DEBTS (CONTINUED)

B. BONDS AND NOTES AMORTIZATION

The annua requirements lo amorllze lhe generalobligations ollslanding as ol June 30,2013 are as

lnteest PaymeniYear Ending June 30, PrnclpalPayment
Tota

2014
2415
2016

2017

2018

2A19-2423

2024 2028
2A29-2433
2A34-2438

Tolal

$ 778,000
733000
674,000
600,000
422004

2,229 004

1,833,000

1,945,000
695.000

$ 9309-000

$ 366,799
586,437

ul,012
5A4,292

473,334
1 ,948 577

1,311,875

631,821

155.231

$ 6119384

$ 1,144,799

1,319,437

1 215 012
1.104,292

895,334
4,117,577

3,144,875
2,576,821

850237

$ 16.42!.384

C. COMPENSATEDABSENCES

Theoovemmenl-wide statemenl ofnelpos lon inc udes $1,830,344 of accrued sick leave benelits and accrued vacation benefits,

?o;e^l'nq ne \rL.l crpalily's comnllme, ' lo lund sJ .' 
'oslc 

ro^l 
'JrJre oDe?l o1s'

NOTE'!2.DEBT RETIREMENT

Revenues o{ lhe debl service fund consisl ol the ad-valorem propeily taxes $hich are recognized as rcvenue when collected from

iaipayers ana repo'rea Uy te L{unicipal Reven ue Couecllon Center of the Commonweallh ot Puerto Rico to the lvlunicipalLty.

These prcpeiry taxes are accumulated by lhe l,{uncipaL Revenue Collection Centel ]n costs of the general obligations bonds

lssueo'ovile tvlunicipality. payments are made to he dovernnrent Development Bank oi the commonweallh of Puerto Rico from

q,.h r.a,-mLlaeo funds bv Ila Vu_:cparoever lF Coleclioa Cellelo'PLelo Rico.

NOTE 13-PROPERTYTMES

The lvunicipality is aulhorized by Law No. 81 to impose and collect personal and real properly laxes' Under the laws and

reoLlatons ol the commonwealtn, personal property taxes can be imposed 10 any nalural or legaL peBon thal at January 1 oi

ea;h year isFngaged il lrada or bus ress ano rc Ire ow'lFl of oerso]a, prop€:1! L(ed i''rade o'b-s'r ess'

PersonaL propedy taxes ae self-assessed by taxpayers every year genelally using the book value oi personalpoperly assets

ownea Uy tle taipayer atJanuary 1 (assess;enl dale)and reponing such laxable value through a persona propeiry tax elum

nral 
"" 

n]r.,, rs.roi"qr*t to fi; as;essmenl date. The tolat personat property iax €te in iorce at June 30,2013 was 6.83%.

1l



COI.{[lONWEALTH OF PUERTO RICO

MUNICIPALIry OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEIT4ENTS (CONTINUED)

FORTHE FISCAL YEAR ENOED JUI.{E 30,2013

NOTE 13 - PROPERTYTAXES (CONTINUED)

Real propedy laxes are assessed by CR [4. The assessmenl on real prcperiy ]s made every January 1 and s based on est maled

currenlvaluesoithe property dellated to 1957 markel prices The lotal real properly tax rale in force al J une 30, 2013 was 8.83%).

Res dential real properly occupled by Lts ownerls exernpt by law frcm prope(y taxes on the ilrsl $15 000 ofihe assessed va ue

(at 1957 maketprices). For such exempl amounls, the DepartrnentofTreasury assumes paymenl of the basiclolhe l4unicipalily

excepl for property assessed oi less than $3,500 (al 1957 market prices) iorwhich no paymenl s made.

CRI[4 is responsib]e forlhe billing and coleclons of realand personalpropeny laxes on behalfofthe lvuniclpality P ortolhe
beginn ng ol each fiscalyear, CRII,I ]nforms the [,{unicipality ol lhe eslimaled amounl of propeiry 1ax expected to be co lected for
the ensuing iiscalyear. ThroughoL'lthe year, CRll\,|advances iunds tothe i,4unlc palily based on lhe nitiaLeslimaled colleclions.

CRli\,{ is requircd by lawto p€pare a setllernent slatement on a fiscalyeal basis, whereby a companson is made between the

amounts advanced tothe i\,lunicipallty and amounts actualy collected fom laxpayers

This settlemeni has to be completed on a preLminary bas s not laterlhan each December 3l. lf CR [,] remits lo the Muntcipality
prcperty tax advances, which are less than the prcperiy tax aclual y co lected, an add tiona property lax rece vable is recorded al

June 30. However if advances exceed the amount aclually col ected by CRli,'1, an ntelQovemmenlaL payable is recorded at June

30.

Law No. 81 prcvides {or the levy ol an annua specialtax of 1.03% olthe assessed valLre of a I real and pelsonal propedy not

exonerated iom laxalion. Such special tax is levied and collected by CRll',i. Collections of this speclal tax are remitled to the

Commonweahh's debt sprv ce iund for payrnenl of debt serv ce on general obligalions of the Commonwealth. ln addit on, 1 .30%

of lhe total personal and rcal properly laxes colle.led by CRI[,] is restricted ior the I',trunic pality's debt service requirements and

is retained by GDB for such purposes. The Additional Lotlery Syslem ol the Common, reallh (lhe 'Addilional Lotlery") is an

opeEtional unit reporled as an enlercrise fund of lhe Comfironweallh, whlch currenl y operates severa betting altematives to the

citizens of Preao Rico The Addillonal Lottery is requircd every yearlo distribute a poadon oills excess of Tevenues overexpenses

-! Thifty ilve percent (35%) of its net earnings (delined as lhe excess of revenues over expenses less an amount earma*ed
for lhe Fund ior Renl and Home lmprcvement Subsidy Program forlhe Low-Lncome Qualifying Elderly)is earmarked l0 the

municipalities of the Commonweallh, of which a marimum of $26 m llion, on an annual basis, s distribuled to lhe I',trun cipaL

Equalzalion Fund held by CRllvlto coveroperaung expenses and permanenl nrprovenrents of lhe mLrnic palilies.

.:. An additiona amount not exceedlng $16 mlllion on an annual basis, is distributed lo lhe lvunicipal Equallzallon Fund,

provided it is wthin the 35% coresponding lo the municipa ities oflhe Commonwealth. When lhe accumolated municipal

approprialions frorn the municipalities' Pueno R co Heallh Relorm are covered up to June 30, 1997,lhese resources will be

assigned to the Heallh lnsulance Adminiskation, a componenl unll of the Comrnonweath.

NOTE 14-VOLUIIIE OF BUSINESS TAXES

The Municlpalily is aulhorzed by Law No. 81 to impose and collect municipa llcense taxes on al tlade or business activiUes

opeEted by any natura or legal person wilhin the lerrilora area oi Utuado. This is a self assessed lax generally based on the

bus ness volume measured by gross sales. The trluniclpaliv eslab ishes lhe app icable tax €tes Al June m 201 3. lhe municipal

lax rates imposed by the Municipa ity werc 1.50% forlinancing iist 1L't ons and 0 50% forolherlypes ollaxpayels. Any taxpaye6
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COMMONWEALTH OF PUERTO RICO

Ii4UNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUEO)

FORTHE FISCALYEAR ENDED JUNE 30,2013

NOTE t4-VOLUITE 0F BUSINESS TAXES (CoNTINUED)

- that have been g€nled wilh pariial tax exemplions under any oi ihe incenlive lax laws oi lhe Commonweallh ultimalely pay

municipallicense taxes at €duced lax rates, generally between 60% and 90% underslandard mles

- Each taxpayer musl assess his/her cofiesponding municipa! lcense lax by declaring his/hel volume of business lhmugh a tax

relum to b€ filed every Apri 1 5 based on lhe aclua volume of business generated ln the preceding caLendar year'

TaxpayeTs w lh a saLes volume of g3 mlll on or more m usl include aud iled iinanc a slatements with their 1ax retums. The lax can

- be paid by the taxpayer in lwo equal lnstal ments due on Ju y 15 and January 1 5, subsequent to the iiLing of the dec aration

The f|st inslaltmenl of the tax cove6 the six-monlh pe od ended Decenrber 31, subsequent to the filing date of lhe dec aration,

_ while the second nstalLment of ihe tax covels the six monlh pe od ended J une 30 of the subsequenl calendar year. li a laxpayer

etects lo pay the lax ir fullon lhe fillng dale oilhe declaration lgenerally April 15), a 5o/" discouni ls granted automatically on the

total lax amount due.

- Any municipal license taxes mlLecled ir advance (thatis, perlaining lo a Iulurc Jlscalyea0 are recolded as uneamed revenues in

the GWFS and ihe GFFS (See Nole 9).

- 
NOTE 15-SALES TMES

Pu|suant to the pmvisions of the Law fu mber S0 of Ju y 29 2007 and effeclive August 1 , 2007, ihe c tizensh p cont b!1ion was

uniformly eslablished in 1 .5%, of which 1 % wiL be collected by lhe tr4unicipallties and the remalning 0 5% wil be collected by the

- Treas!ry Deparlmeni of the Commonwea ih oJ Puefu Rico Also ihis Law was uiiformed ihe use of lhe contibulion of 1 .5% in

theiollowing acliviUesrsolid wasle disposalcosl, recycle. plblc works and irnprovements, heaih services and secudtyseruices.

Seciion 6189 oi the Puedo Rco lnlernal Revenue Code of 1994, as amended, authorizes lhe Municipalities in Puedo Rico lo

- impose a sales and use tax to consumels. This tax musl be imposed in conlormlly wilh lhe base, exemplions and limllations

contained Sublille BB of the Code. The fi4un]cipal Sales Tax is specifca y rnposed ovelall sales transactons of laxable iems

and combined transactions (as defined by the municipal lntemal regulation) laken place within municipal limiis The l',lunicipal Tax

_ ls atso specificaly imposed overlhe purchase pice forlhe use, slorage or consumption of la-xable lEnsactions (as delined by

lhe municipal iniemal reg u ation) taken place wilhin rnunicpallmils

The N,4unicipal Legislature approved the imposltion of lhe municipa sa es and use tax, effecl ve on J u y 1 20m. lndividuals,

- oqanizalions and ent ties sublect 1o col ecl lhe mu nicipal sales and use tax must lile a lax rctutn to the lvu nicipaLily. Tax ls d ue

each 2othdayofeach month based on tax co lected in lhe preceding month The M uiicipal Ordinance does not impose specjfic

reslichons oa limitalions on lhe use of lhe m unic pa sales and use tax rcsources. Resources are recoded ln the genelal fund of

_ lhe Municipality.

NOTE 16 - INTERGOVERNIi4ENTAL REVENUES

- lntergovemmenlal revenues consist p marlly of funds rece ved fom the Comrnonwealth of Puefto Rico, "in I eu of tax payments

frcfi the Quasipublic CorporaUon, Puedo Rico Eleclric Power Aulhority, and iedera financia!assistance rece ved from fede€l
govemmenl. Gtants and subs dies received from lhe Cornmonwea th of Puerlo R co and federa agencLes include, among othe6,

_ a generalsubsidy ioI udan development and capltal improvements.

Lntergovemmental rcvenues are accounled ior lhrough the GenelalFund.
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COMII4ONWEALTH OF PUERTO RICO

MUNICIPALITY OF I]TUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENDED JUNE 30,2013

NOTE 17. INTERFUND TRANSFERS

lnlerfund Iransfers du ng the fscal year ended al June 30,2013, are summar zed asfollcwsl

Transfer 0ut Transler ln

Genera Fund Debl Service Flnd To cover bond prlncipa and interesl paymenls $ 57,664

Genera Fund other Governmental
Funds

Budget specfc project Iunding 250,000

Slate Assignment GeneaalFund To cover operaling expenditures 4141

Total $ 311.811

NOTE 18- EIiIPLOYEE'S RETIREI'ENT PLAN

The Employee's Retirement Syslem oi lhe Govemmenlof Puerto Rico and lts instrumenlalily (ERS)is the admlnislrator of a cosl
sharing mulliple-emp oyer relirement system eslablished by lhe Comrnonwea th o{ Pue o Rico. The ERS was created under the

Acl 447, ap proved on l\4ay 1 5 1 951 , as amended, and became eflective on January 1 , 1952. ERS covers al rcgulff employees

of the Conmonweallh of Pueio Rico and iis instrumenlalty and oi cedain mLnicipalities and components unils not covered by

their own elircment systems.

Patricipatjon is mandalory except for members of the Le! slalure, Governmenl Secrclaries, Head of Agencies and Pubiic

Instrumenlallty, ksistanls of the Govemor, the Complroller of the Puerlo Rico, Gubematoia Board and Committee appointees
and ExperimenlaL SeNice Station emp oyees. ERS provldes retiremenl, dealh and dlsabi ty beneiils. Disability retiremenl benefis

arc avalable to members for occupalional and non-occupationaldisab lilies. Rel remenl bene{its depend upon age al relirement

and numberofyears oi credlted seNlce. Benellls vest aller ien yea6 oi plan pad]cpalon.

The N,4unicipalily adopled the requiremenls oi GASBS No 25 ior all the carcer employees lhat are covered under the

Commonvealth of Pueao Rico Employee's Rellremenl System a multiple ernpoyer pubic ernployee reliremenl system

estab ished by Slate Laws.

Underthe plan,lhe emp oyees and employer ponions are contribuled, for which. the employee amount is withheld frorn sa ares.
Covercd employees a.e required by Commonweallh slalule to coninbuie 5.775% ior ihe fllsl$550 of rnonlh y salary plus 8.275%

for lhe excess of this amouni, or on the allernative, 8 275% ol aLl salary The [,lun cipality contribules lo the systenr 9 275% of the
parl cipating employee's salaries.

Law Number 305 oi Seplember 24, 1999, amendments the Act Nurnbell4T thal establlsh a savings prog€m All employees

active in the syslern as of Dec€mber 31, 1999 may elect to tEnsfer from define contribuuon prcgrams lo the new savings progtam

{adelinedconl bution plan) Em ployees in the savinls program may now contr bute from a m nimum of 8.275% up 10 a nraximLm

of 1 0o/o oi the r month y salary and wll invested in an accou nl $4rich will ellher (a) eam a fixed rate based on lhe hvo-year

Conslant Malurlly Teasury Note or, (b) earn a rate equal to 75% of the rctum of lhe Syslem's inveslment portfolio (nel of

managemeit fees) or (c) eam a cornbinat on of both altemat ves lf at llme of retirement accumulated benefits amouni 1o

.16



C0MII,I0NWEALTH OF PUERTO RlCo
I\,tUNICIPALITY OF UTUAOO

NOTES TO THE BASIC FINANCIAL STATEMENTS {CONTINUED)

FOR THE FISCAL YEAR ENDEO JIINE 30. 2013

NOTE 18- EMPLOYEE'S RETIREMENT PLAN {CONTINUED)

$1 0,000 or less may elecl to receive a lufip sum distribulion up to the accumulaled benelits. Under the iew prograrn lhe
retiemenl age ls redLrced Imm 65 lo 60 for ihose employees who ioined the currenl plan on or after April 1, 1990.

The pension benefil for parlic pants who retire with less lhan 30 yeals of serv ce is compuied at the rale of 1%% oflheir average

mmpensalion ior each year of credit serv ce for lhe remain ng years. The System also prov des lor death and disab ily beneiiis
and the assels of lhe Syslem pertaining to the partic panl employees.

A var ely of slgnifcanl acllarial assumptions are used lo detemine lhe standard measure oi ihe pension benelt obligation and

lhese asslmptions are summarized beow:

a The presenl value of the futue pension payfienls was conputed by using a discount of 9%.

.. Future penslon paymenls reilecl an assumption of a 6% salary increase.

Allemployees lhai do nol elect to transferforthe new pmgram and who atthelime oi employment are 55 years old or ess are

eligible io paidcipate in the System. Pension beneflts ior parlic pants with 30 years of seryice are as followsi

YEARS OF PART]CIPANT'S
SERVTCE 4!E PENSION BENEFITS

30 or more 55 or less 65% of the average of the three yea6 oi highest salary d uring the employee s

seryice period

30 or more 58 or more 75% of lhe average of the th ree years of highesl sa ary du ring the employee s
service oeiod.

30 or more 65 or more 75% of lhe aveGge of ihe lhree yeaIs of highest salary d uring the employee s

setu ce perlod (enrplovees slarled workino after Apil 1 1 990).

The amounl of the totai penslon beneft obigation is based on a slandardlzed measLrrement eslablshed by GASBS No. 27,

Financial Repollng for Defrned Benefrt Pensbn Plars and Noies Drsclosu,e for Defned Conlrbrijors P/ars. The standardized

measurement is the acluarial present value of estimated deiined pension beneiiis, adjusled for the effects of pmjected salary
increases and step [ale benelits, estimated to be payab e in the iuture as a resull of employee seruices perforrned to date The
measure is intended to help users assess lhe Syslem's funding slatus on a going concem basls, assess progess made n

accumulaing sufficenl assets to pay beneJits when due and make cornparisons among olher public rclircment systems. The

measure is independenl ofthe actua alfund ng melhod used 10 delermine conlributions lothe plan.

The membership of reUrees and beneficlaries curenUy eceving benefts and temilneied employees entited to benefis, bul not
yet recelving beneflts, and active employees and the distribulion of acl ve empoyees belween vesled and non vesled snot
readily available

Contrbut ons in 2006 and prior years were made based on percentages established by the law. Such percenlage has nol been

11



COI{MONWEALTH OF PUERTO RICO
I.lUNICIPALIWOF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUNE 30,2013

NOTE 18- EMPLOYEE'S RETIREMENT PLAN (CONTINUED)

based on actuarialstudies, as required by accounting principles generally accepted in lhe United States of Anrerica. An acluarial
compilation oflhe annualcontabulion applcable tothe l\4uncpaily has not been preparcd. Accodingly,lhe accounls by whtch
lhe actua contributions differ from the required actuar a contibulions are nol known

The total penson expendllures recorded in the categoryoi adrninlslration ior the iisca yearended on June 30,2011,2012 and
2013 were, approx malely, $300 300, $256,200 and $214,187 respective y. Altemp oyees \i,,ho al the time of employment are 55
years od or ess are eligible 10 padicipate in the Syslem No benelll s payabLe if the partcipant rece ves a refund of his
accumulated cont butons.

The hislorcallrend informalion regardlng the accumulation of assels and pension benefil obligalion in the ERS is notavaiable.
For the len-year lrend iniornralioi reler 10 the sepaGtely issued fnancla statemenls of the ERS as of and for the iiscalyear
ended June 30,2013. The P.R. Retirenrenl Pan Adnrnstraiion provides add tional infonnal on oilhe ERS. They issue a pubic
availab e fnanc al epoi( that ncludes financial slalements ard requ red supplemenlary infomation for ERS, as a component un t
ol the Commonwealth of Puedo Rco. That repoar may be oblained by Mting to ihe Admnslralion at P0 Box 42003, fi4inillas
Sta|on, San Juan, P.R.00940.

NOTE 19 - CONTINGENCIES

A. CLAII'SANDJUDGMENTS

The Municipalily is, al preseni, a deiendant in a number of legal proceedings thal arise irom alleged improper application of
policies and iegligence in the ord narycouBeoithe [,lunicipality's activities.

11 is managernenl's opinion, based on the advice oI the legalcounsel, that the other polenlialclaims against lhe Nlunicipalty nol
covered byinsu€ncewil not materially alfecl the iinancial resources for lts payment

ln addiiion,lhe l\,lun cipalily s a defendantorm defendanl ln seveml egalprcceediigs, which are in discovery slage. Cedain of
these claims are covered by insuGnce. Lega counsels with lhe informalion cunenlly avalbb e cannotdetemine thelinaloulcome
of these proceed ng. However. I has be€r the i,luncipality's experience lhai such aclons are setlled for amounts substanlially
less lhan the claim amounts.

S, FEDERALGMNTS

ln lhe noma course ofoperallons, the Municipalty rcceives granls lrcm varlous Federaland Slale agences. The granl pograrns
are suble.l lo audit by agents of lhe granling aulhorlly, the purpose of which is lo ensure mmpliance with conditons precedenl
to the granting offunds.

This space wes left in blank intentionally
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FORTHE FISCAL YEAR ENOED JUIIE 30,2013

NOTE 20- FUND BALANCE (DEFICIT)

As ot June 30,2013, ihe fund balance (deficil)classillcaiions are as iollows:

to the

NOTE 21 - ACCOUNTII.]G CHANGES AND RESTATEMENTS
A. GOVERNMENTAL FUND FINANCIAL STATEI.IENTS

The fo low ng restatemenls have been made ln the governmental fLrnd inancia staiemenls, wh ch are reponed as an adiuslmenl

iund balancesl

Debt 8o.d
HUD

State Other

993.812 993,812
(16.932) (16 932)

301 461 301461

Huffan ServLces and Wellare 5!3474 506 898 1,010.372

1 8t0.483 90 287 6191655 215182 8 358.207

8S 427

13.111 13 111

Health & San laiion 41924 41!24
2,153.836 2 153 836

12 878 8!81 (2 878 898)

s(2.878-!9!) 12J53,836 {!qu83 5!W $6,191,65! s2205-483 s 10,06!12!

s 10 554 511

6 541 317 (6.541317)
Rec ass fcalion of lhe Slale Issiqnmenl

Fund frcm othd Non Major Fuids

2166 134 2,166,134
Recldsifi€lion ol the Homeland

S€@ily Prcgmms Fund lo Olher Non

Cash Resiatement li Sec 8 ProgEm

Eror n prior year bonds payade

TraNier lrom General Fund lo .eal on

.f Sp€.ial funds in pior year

F!nd balance, beginning as restated

49
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COII4MONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

NOTES TO THE BASIC FINANCIAL STATEI'/tENTS (CONTINUEO)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

B. GOVERNIUENTAL WDE FINANCIAL STATEIiIENTS

The following rcslalements have been made lnlhegovemmenla wide financialslalernents, which are repoded as an zdjuslmenl

lo the beginning nei posilion balances

DESCRIPTION

Net position, beginning 12,5aA,923

Furd Balance Restat€ments 610,516

Net position, beginning as restated 73,299,439

NOTE 22- ACCUiIULATED DEFICIT

The l,lunicipalily has an accumu aled defcrt of $2.878,898 n ihe Generai Fund. Among lhe actions cufiently laken by

management lo reduce the accumulated de{icll arc the incLusion ol an accounl for the amod zation ol the accumu aled delicit in

the 20192014 operational budget a reduclion oi the transilory eriployees mainlain n lhe Geneml Fund, an ope[ational cost

eduction plan and a reduction ln lhe opeGtional budgelfor lhe iiscalyear 2013'2014. Also, lhe Municipalily is idenliry ng other

inlergovem mentaL Evenues availab e by the Stale agencies, which can be used by the l\,lunicipal ty to cover ope€liona costs.

NOTE 23. SUBSEQUENT EVENTS

On Apdl 4 2013, the Governor of ihe Commonweallh of Puerlo Rlco signed into aw Act 3 ol 2013 (Act 3), which adopted a

comprehens ve reform ol lhe Employees Relircrnenl Syslem ol the Commonweallh ol Puerlo Rico (ERS), the laBest oi lhe

lhree Commonweallh letiemenl syslems that are fLlnded primariy wilh budgel appropnallons from the Commonweallh's

Genen Fund. The ERS flnancia sltuation was approached lhrough Acl 3, which became ef{eclive on July 1, 2013 ('Effectve

Dale"). The Acl esiablishes lhe following: (i) it freezes and grandfalhers the beneiits thal have accrued through June 30, 2013

ol those pafticipantswho are covered by the ERS'S defned benellt foflnu a (lhose who joined ihe ERS prior 10 ianuary 1, 2000

wirose rel rcment benelils accrued al a €le of 1 .5% or 20lo per year oi credltable service) (the Defined Beneft Employees"); (li)

it provides lhat beqinning on JuLy 1, 2013, the retiremenl beneiils accruing on and afler the Elfective Date for Deiined Beneiil

Employees willbe based on a defned conlribuuon plan and will be paid out in the iorrn of a hfet ire annuily (upon rcliremenl,

the employee willr€'ceive the benefitsaccrued ihroughJune 30,2013 based on the defned beneiil formula plus the conthbullons

made bv the employee after June 30, 2013 in lhe lom of a lifelime annuty)i (ii) it provides lhat dellned contribulion benefits

accrLred pusuanl to System 2000 wiL also be paid in lhe form oI a llfelime annu ty rather lhan a lump sL m payment ( v) it

eliminates the so cailed 'fie t pension' thal povided to paiticlpants ltho joined ihe Em pLoyees Retrremenl System prior lo Ap l

1, 1990, after attain ng 30 years of service a retiremenl benefll o{ 65% (ii less than 55 years of age) or 75% {if age 55 or

grcater) of the average salary eamed during the highesl 36 months of employment (v) il increases tie retiremenl aqe fo.

vaious goups oi parlcipants; (vi) it inceases lhe employee conlribulion to lhe ERS frorn 8275%to a mnmum of 10%;

(vl) il elminales or reduces various retirement benefits previouslylranled by specia aws and the System wi I b€nefil lorn the

savings generatedt (vii ) it lncreases lhe minimLr m pension frcrn $400 1o $500 per month for cunenl relirees; and (lx) t ellminates

or modifies olherbenefils, such as disabilily and survivor benefits.

On June 30. 201 3 lhe Com monweallh of PLEdo Rto enacled Acts No. 40 through No. 48 (also known as the Co mprehensive Tax

ir)



COMMONWEALTH OF PUERTO RICO

I\4tJNICIPALITY OF UTUADO

NOTESTO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2013

NOTE 23- SUBSEQUENT EVENTS (CONTINUED)

Refonn Acts), which amended the following Acls Reg ulations and codes: 1) the Puerto Rico nsuGnce code under Acl No. 77 of

J une 19. 1957 as amended, 2) lhe Propedy Tax Act under Acl No 83 of 19-01 , 3) the Savings and Loans CoopeGlives Acl under

Act No 255oi 2002 as amended,4) lhe Puefto Rlco SaLes Tax Fnanclng Corporation (CoF|NA)Act under Act No 91 oi 2006

5)severalanicbs oi Act No 1 of 2011 (aso known as the LnlemalRevenue Code lor a New Puerto Rico),6)the FiscalRe{om

Act 0f2006 unde.Act No. 103 of 2006, 7) Act No.164oi 2001 andS)ActNo 221oiMay15 1948.

Al these amendrnenisare designed lo achjeve, anrong oiher ih ngs, an expansionofthe rcvenue base ol the general fund ofthe

Commonwealth of Puerlo Rico, and are expecled 10 br ng addll ona and conslslent tax revenue. The alorementioned amendmenls

involve, among other changes lhe imposiUon of the sales and use iaxes lo c€rlain businessio b u slness tra nsactions asdeiined,

previouslyexcluded, and other procedurul changes (Acts No s.40 and 42).

On January 24, 201 4, the Commonwealth d Pueio Rico enacled Acl No. 1 I (also knowi as lhe lr,{unicipa Ad min stlation Fund Acl),

lo set upaspeca fund caled the ,lunicipal Adm nlstlaiior Fund, which autho ze rnun cipalilies lo pedgethefunds deposited on

the N4unlcipa Adminstraiion Fund lo seclre the rcpaymeni ofany oan bond, promissory role orotherevidence ofdebl, whose

source of €payment are lhe funds deposited inio the SpecialFund and to meel any budgeted expenditure of the municpaliiies

and any activv or prolect ol the municipalllies; aulholze the Govetnment Development Bank for Puerto Rco to make

disburs;ments ior the purposes sel oul in the approved Lawi amend paraglaph (b)of section 4020 01; amended paragmph (b)

of seclion 4020.02 and amend paragraph (a) and repealing paragGph (e) oJ seclion 6080 14 oi the aw No. 1 _ 201 1 , as amended,

known as lhe "lntemal RevenLre Code for a new Puerlo Rico' for the puQoses of reslructuring the sales and use tax so thai lax

rate ls six (6) percent stalewide and one (1) percent almlnlc pal level; to eslablish nrechanisms for advances of the tax to the

mu nicipalit es i and ior other re ated purposes

On January 24,2014, the Commonweallh of Fl€do Rto enacted Act No. 19 (also known as the [4unicipal Financing Corporauon

Act),10 authorize the creation of a pubic corporalion and inslrumenlalty oi lhe Commonwealth of Puedo Rlco, aftached to the

Govemment Developmenl Bank for Puedo Rico known as "l\4unicipal Financing Corporation' (COFIM, by its acronyms n

Spanish), wth legaLiacutly lo issue and/or use olher mechanisms to pay or eiinance ihe debt contracied bythe rnuniclpaities,

wtrose paymenl of principal and liierest is slppoded by municipal sales and use laxes establsh that lhe lirsl collections of

munlcipalaates and use lax of one percent (1%)witt be co lecled by mun'6ipa ]tes and depos ted direcl yto the Redemption Fund

of the l,lunic pal F nancing Corporation: estab]ish lhat bonds and obL galions issued by the ' N/ unicipa Financing Corpo€llon wi l

be payable ;nd secLred by the pledge oi the grcaler oi (0 a iixed amount of the munlcipal saes and municipallax or (li) the

amou;tofthe municipalsales and use iax llxed atzerc polntthree peoent i0 3%)col6cted during the previous llscalyear; and

amend lhe paraglaph (c) oi secuon 4050 06, amend pa€graph (a) o{ secton 4050 07, amend paragraph (a) and (b) of section

4050.08, amend paragraph (a) of section 4050 09 and amend paragraphs (b), (c) and (d), repeal paragraph (e) and renumber

paragGph (0 as (e)of section 6080.14 ol lhe Acl 1_2011, as amended. known as lhe "lnlemal Revenue Code {oI a new Puerto

Rico;;in order 10 establish rnechan sms for advances ofthe tax to lhe mun cipa ites;afd foI other relaled puPoses l\'lanagement

has evaluated subsequenl events through Decernber 30,2014 the date the fnanclal sialem€nts were availab € lo be issued.

This spece was left i, blank lnlentionelly
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COII4II4ONWEALTH OF PUERTO RICO

I'IUNICIPALITY OF UIUADO

BUDGETARY COMPARISON SCHEDIJLE. GENERAL FUND

FOR THE FISCAL YEAR ENDED JUNE 30,2013

REVENUES:

Volume ol Business Taxes

Sale! Tax

lntercovemmental Revenues

Licenses, permits and olher ocallaxes

EXPENDITURES, ENCUMBRANCES At,IO

OTHER FINANCING USES:

Nlayor and l unicipaLLegislature

Cullure and Recreation

Health afd Sanitation

Education
Human Servlce andWefa€

Tolal expenditures, encumbhnces and other

BudoetedAmounts ActualAmounts
Odsioal Final (Budsetary Basis)

$ 1,873,975

766,600
679,500

7,500,499

1 220,000
250 000

263 000

11 553574 12553574 11.444.696

$ 1,873975 $ 1,902,945

766,600 692,144

6/9,500 687,719

7,500,49S 7,475,885

1,220000 336 469

250 000 174-238

263.000 175.296

FinalBudget

(Nesative)

$ 28,970
(74,456)

8,21S

(24,614)

(883s31)
(75,762)

1!ZJ!4)

(1108.878)

509.538 534,565

5,290138 5,436,909

793,255 699,220

1717,139 1,555 529

937 513 786,T11

2,230,440 2,453,196

381.833 317,192

632,468 446,221

552!! 323-921

12.553574 12.553-514

439,161

5451812
672934

1511335
760,828

2_428,591

313,884
408,787

55!-930

12 294.996

!(_850300I

95404
(14,S03)

26,286

44,134
25,943

24 605

3,308
31,4U

1!tE

2!!lt8

s050.300i

EXCESS (DEFICIENCY) OF REVENUES OVER

lUNDER) EXPENOITURES, ENCUMBRANCES

AND OTHERFINANCTNG SOURCES {USES)

EXPLANATION OF OIFFERENCE BETWEEN BUDGETARY INFLOWS ANO OUTFLOWSANDGAAP REVENUESAND EXPENSES

Sources/inf lonB ol lesources:
ktLr al amou nis (budsela ry basis)'available for appropi ation' lrom the b udg elary com pariso n sched u Le

Difierences budgel to GAAP

Total lelenu es as reported on lhe statemen t of revenues expe n ditu res. and changes in iu n d balan ces

usA/outfl oB of r€sources:
r'rhr al amo! nts (budgelary basis)'lotal ch a rc es 1o ap proPiiation s' flom lh e budgelary com pa rison sched ule

Dllerences budget to GAAP:

Prior year expenditures are noi outflows ofbudgetary resources, but a€ expendturc forlinancialpurposes

Enumbran.es for supp ies aid equipment ordered, but nol rcceived, are reponed in rfie year'.he ora€. is placed for

budgetary repoiting purposes

TraisErs to otherfunds are ouiflov/s of budgelary resources, but are not e4enditurcs lorJinancialrepoding

Adtustment to expenditures

Tola expendituresas repor€d on the stalement oi revenues, expenditures and cnanges in tund baLanc€s

$ 11,444,6S6

5 11rU4690

$ 12,294,996

162.392

1461,442)

{6.1891

$ 11-flraqa
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COMMONWEALTH OF PUERTO RICO

Il1UNICIPALITY OF UTUADO

NOTES TO THE BUDGETARY COMPARISON SCHEDULE. GENERAL FIJND

FOR THE FISCAL YEAR ENDED JUNE 30,20,13

NOTE A - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

_ A" BUDGETARY CONTROL

The lvunicipalty's annualbudgel is prepared on the budgelary basis ofaccounllng, which is noi in a&ordance wilh GAAP, and

represents depanmenta apprcprations recomrnended by ihe l4ayor and apprcved by the I',{!nicipa Legislalure prior to lhe
- beginning of the iiscal year Amendmenls to the budget require lhe appDval of lhe lvlunlcpal Leg slatuE. Tlansfers of

approprialions wilhin ihe bldget, known as l\,,layols Resolutlons, do no1 requ re the approvalofthe [rluniclpal Legislature.

- The L,lunicipalty prepa.es ts annualbudgel nclud ng lhe operations oilhe GeneralFund

For budgelary pueoses, enclmbrance accounling is used The encumbrances (1e., purchase orders, contracls) are considered

expendilures when lncurred. FoTGAAP reporling purposes, encu mbances oulstanding at year€nd are reponed as eseNalions

- offund ba ances and do notconslLtute expendilures or iab ities becauselhe commitments willbe honored during lhe subsequenl
year

- The unencumbered baance oi any apprcpriation at the end ol lhe fiscaL year will lapse al the end of such fiscal year. olher
appmp ations, mainly caprtal pmjecl approprialions, aae conlinu ng accolnts ior wh ch the [lunicipa Legislalure has author zed

lhat an unspenl balance frcrn the plor yeal be canied foNad and made available forcurcnt spending

- The annual bLrdgel as presenled in lhe Budgetary Comparison Schedule General Fund is the budget ordinance at J une 30, 201 3

represenling the original budgel There werc no supplemenlal appropialions for the year ended June 30, 201 2.

fhis space was lefl in blank intenlionelly
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COII,TII,IONWEALTH OF PUERTO RICO

li,lUNlClPALlTY OF UTUADO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENOED JUNE 30,2013

Fed.ra I G m ntorlP ass.th roug h

GEntor/Prc!Em or Clust.rTitl.

ToialU,S. Depadment ofHousing and Udan Developmeni

Fed€rat Pass-th@ugh Entiry

CFoA lden fuinqNuhber
Erpendilures

_ 
U,S, DEPARTMEIIT OF AGRICULTURE:

Pass lhmugh the Commonw€ lh ol Puedo Ri6 . Depanmert ol
Edu€i on

Child and Adu I Cae Fmd ProgGm

Tot lU.S. Departnent ofAq cultuE

U,S, DEPARTMENT Of ENERGY:

lndirecl Prograns

Pds.Thmugh Stale Oflice oi the Eoergy AfraB Adm nislralion oi

- Common@allh of Pueno RLo:

- 
,*r,*ru..

_ S*llon & li@srq Choi@Vouche6
rnotrecr Pmqraro

PasnThrcugh slale - Ofi@ ol the Commissioner of Munidpa

i Communi0 Developmeol E o.l Granb Sialds ftogram

rc 558

14 228

RQ43]

NotAvaiabe $ 404 061

101,861

E0ergy Efcie.cy and ConseMlion Blo.k G.ant Prooram
81 r28 MR'2010 DE EE000094s 52.315

Total U,S. Departmr't of Enerqy

IJ,S, DEPARTMENT OF HOUSING AI{D URBAT DEVELOPiIENT;

08 AB+C
OS.DR.DRES

09,A8-FC
lOAB FC

I1-AB-FC
]2AB FC

1211358

2,113,728

U,S. DEPARTMENT OF JUSTICE:

PN though lhe Depadmeni of Jusl ce oi lhe Comnonrea ih of

C me Vdim r6s slance 16.575 20]GVA'CMU41 33,321

Total u,s,0ep.rrn.ni ol Justice n,?21
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COMMONWEALTH OF PUERTO RICO
i.IIUNICIPALITY OF UTUADO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

Federal GranlorlPass-through
Ghntor/Prognm or Cluster Title CFDA Pass-ihrough Eitity FedeGl

Number dentivinq Number Expendiiures

U,S. DEPARTMENT OF HOMELANO SECURITY]

Par, r'o.gl 'rCororsa{ o'PJd-oqmGo.D'o''5 6
Public Sdily Affa 6 offce

- 
Disaster Granls.PrblicAssslane 97.036 DR-PR-1919

DR PR 1946

DR PR 1613

DR.PR.]798
DR PR 4OO4

DR-PR-1I17 2,425614

Total lJ.S, oepadment oi Horuland S*unty: 2,4iA,,64a

U.S, DEPARTiIENT OF I]EALTH AND HI]MAI'I SER\1CE

D recl Pro96ms:

Er v Head Slarr 93 600 02CH5004/01
02cB50n-402 500 819

lddnftlP.og.am:

Pasllhrcugh The C.mmonweallh oi PR . ofiice oJ Govemor,

- 
OniceJortlre Care aod nlegml Dere opmenl of Chlider

- Head Sian 93 600 C2rlH 0483_36 5,424,716

TotllU.S. D.parhe4t ol Heahh and Humrn setoices:
5,925,535

_ 
TOTAT EXPENOITIJRES OF FEDERAL AWARDS _$-]1I]!4L

- 
See Noies lo the Scnedule ol Expeid tlres of Federal Awards



COI\,!MONWEALTH OF PUERTO RICO
I\4UNICIPALITY OF UTUADO

NOTESTO THE SCHEDULE OF EXPENDITURES OF EEDER,dL AWAROS

FOR THE FISCAL YEAR ENDEO JI]NE 30, 2013

NOTE 1-GENERAL

The accompanying Schedule of Expendifures of Federal Awards includes the federal gant activily of the I\4UNICIPALITY OF
UTUADo, Puerlo Rico (l4unic]palily) and is presenled on the modifed accrualbasis Thelnlormallon nthisschedule is presenled

in accordance M,ith lhe .equirements of 0l\,{B Ciaular A-133 Audils of Stales Local covernments, and Non-Prcfit Organizallons.
Therefore, some amounls presented in lhis schedule may d fler from amounls presented in, or used in the preparation of, the
genera -purpose financial stalements. The reporllng enlily is defined in Nole (1) {A) lo lhe genera -purpose combined linancla
slalements.

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1 . The ecompanying Schedule of Expenditures of Federal Awads is prcpared ftom [4unicipality s account ng records and is
nol inlended lo presenl financiaL position or the rcsulls oi operalons.

2. The firunicipaity n accordance with the tems records the financial lransactions and conditions of the grants, whlch are
consistenl wilh accounting princ ples generally accepled in the lJnited Slates of Ame ca.

3. Expendilures are rccog nized in the accounting per od in which lhe iabi ily is incurred if ineasurable or when actua ly paid,

whichever mculs first

NOTE 3 - FEDERAL CFDA NUI{BER

The CFDA iumbers lncLuded in lhis Schedule are determined based on the prcgram name, eviewofgl3nl @ntract informaiion
and the Offlce of Managemenl and Budgel's Calalogue oi Federal Domeslic Assislance.

NOTE { - PASS.THROUGH GRANTOR'S NUMBER

Slale or local government redislrbution of federal awards to the t,lunlc palily, lrcated as if they were received directly from the
federal govemmeit O[.lB Circular A 133 requires the schedule to nclude lie name oi the passlhrough entily and identifying
number assigned by the passlhrough enlity ior federal awards rcceived as a sub recipient Numbe6 identified as N/AV arc not
avaiLable.

NOTE 5 . MAJOR PROGRAI{S

I'/ajor programs are identilied in the Summary ofAudilors Results Seclion oi the Schedule of Find ngs and oueslioned Costs.

This space rlas lefl in blenk intentianally
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INOEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE ANO OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEII4ENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable [,Iayor and

Mernbercof lhe fi,lunicipal Legislature
IVunicipalty of Utuado
Utuado Puedo Rlco

We have audited, in accordance with the auditing standards qenerally accepted in the United States
ofAmerica and the standards applicableto f nanc al audits contained in covemmentAuditing Staodards issued
by the Comptroler Genelal of the united Slales, the iinancial statements ofthe govemmental activiUes, each
major fund, and the aggrcgate remaining tund information of the Municipality of Utuado Puerto Rico
(l\,4unicipality), as of and for the year ended June 30, 2013, and the related notes lo the financial statements,
r4rlch collective y comprise the [,,lunicipality's basic financial slatements, and have issued our report thereon
daled December, 30, 2014. The report on the governmental funds linancial siatements was unqua ified. ln
addition, the report on lhe governmenial activities statement has a dlsclaimer opinlon because of the
inadequacies of thecapltalassets subsidlaryledger

lnternal Control Over Financial Reporting

ln planning and perfofining our audil of the financial stalements, we considered the [.4un cipalitys
inlemal conlrcl over financial reporting (intemal conlrol) to detennine the audit procedures lhat are appropriate
in the circumstances for the purpose of expressing our opinions of the financial statements, but nol for the
pueose of expresslng an op nion on the effectiveness of lhe 1\,,1u|icipality's internal control Accordingly, we
do nol express an opinion on the effectiveness oflhe lvlunicipalirys nbrnalcontro.

0ur consideration of inlernal control was forthe limited purpose described n the firct paEgraph ofthis
section and was not designed to identify all deficiencies in ntemal contrcl that might be material weaknesses
or, signiflcant deficiencies and therefore, mate al weaknesses or slgnificant deficiencies may exist that were
not identified. However, as described in lhe accompanyifg Schedule af Findings and Quesl,oned Costs. we
dentified cerlain deficiencies in internal control that we considerto be materialweaknesses.

A deficiency in inlemal corilo/ exists when the design or operation of a control does nol allow
managemenl oremployees, in lhe nonnalcourse of pedorming their assigned funcUons, to prevenl, or detect
and correct, misstalements on a timely basis. A maleial weakness is a deficiency, or a combination of
deiiciencies, in internal coftrol, such that there is a reasonabe possibiily that a materia! rnlsstatemeni of lhe
entity's financial stalements will not be prevented, or detecled and correcled on a timely basis. A s/l?rflcart
defcl'ency is a deiciency, ora combinatiof ofdeficiencies, in lftemal mnlrol thal is less severe lhan a material
weakness, yei imporiant enough lo meril atteniion by inose charged with governance. We conslder

ToRRES-FFED &Co., P.S.C
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the deficiency described in fnding 13-001 included in the accompany ng Schedr/e of Findings and Questianed
Cosls to be malerial weaknesses.

Compliance and other Matters

As partofobtaining reasonable assurance aboutwhetherthe l!y'unic pa ity's Jinancial statements are free
from matedal misstatement we peafomted tests of ils complance with ceatain provislons of laws, regu alions,
conlracts, and grants agreements, noncompliance with which could have a direct and material effect on the
determination of financial slatement amounts. However, providing an opinlon on compliance with those provisions
was not an objective ofour audit, and accordingly, we do not express such an opinion. The results of our tesis
disclosed instances of noncompliance or other matteB that are required to be reporled undet Govennent
Audiling Slandards and \r"hich are described in the accompany ng Schedu/e of Findll?gs ard Ouestlored Cosls
as item 13-001.

Municipality's Response to Findings

lvunicipalllys response lo the findings identified in our audit is described in the accompanying Schedu/e
ofFindingsand Questianed Cosfs. [,4unicipalitys response was not subject lo the auditing procedures applied in
the auditofthe frnancial statements and accordingly we express noopinion on it.

Purpose of this Report

The pueose ofthis report ls solely to describe the scope ofour lesting of inte rnal control and compliance
and the results of that testinq, and notto provide an opinion on the effectiveness oflhe entity's intemal control or
on complianc€. This repod js an integ€l pad oi an audit perfomted in accordance with Govemnent Audting
Siandards in mnsidering the entity's inlernal corkol and compliance. Accordingly, this communicaiion is not
suitable for any other purpose.

/

TORRES.FRED & CO, PSC

CERTIFIED PUBLIC ACCOUNTANT
VILLALBA. PUERTO R]CO

DECEMBER, 30,2014

Thesbmp iumber E102267

*as allixed l.theo.iqinaloith s repod

6.rd\
;(T):aYl

l-',:r,,-:,,"3.=t,::
58



INDEPENDENT AUDITOR'S REPORT ON COIUPLIANCE FOR EACH MAJOR FEDEML PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE AND REPORT ON THE SCHEOULE OF

EXPENDITURES OF FEDERAL AWARDS REQUIRED BY OMB CIRCULAR A.133

To ihe Honorable l\,4ayor and
[.'lembers of the ]Vunicipal Legislature

lVunicipality of Utuado

Utuado, Puerio Rico

Report on Compliance for Each Major Federal Programs

We have audited the [,lunicipality of Utuado, Puerio Rico i[/]unicipality)'s, compliance with the types of
compliance requirements described in the OMB Cicular A-133 Conpliance Supp/ement that could have a
direct and matedal effect on each of lllunicipality's major federal programs for the year ended June 30, 2013.
The Municipality's major federal programs are ideniified in the summary of auditois results section of the
accompanying Schedu/e of Findings and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the ltlunicipality's major federal
programs based on our audit oi the types of compLiance requirements referred to above. We conducted our
audit ol compliance in accordance with auditing siandards generally accepted in the United States ofAmerica;
the standards applicable to flnancial audits contained in covernment Auditing Stardards, issued by the
Comptroller General of the United States; and 0l\48 CircularA-133, Audils of States, Local Governments, and
Non-Proll Organizations. Those standards and OMB Circular A-133 require that we plan and periorm the
audit to obtain reasonable assurance about whether noncompliance with the types of compiiance
requiremenis refened lo above that could have a direct and material effect on a major federal program

occurred. An audit includes examining, on a test basis, evidence about the l\.4unicipality's compliance with
those requirements and perioming such other procedures as we considered necessary in the circumstances.

We believe that ouraudit provides a reasonable basis for ouropinion on compliance lor each majorfederal
program. However, our audit does not provide a legal determination of [,4unicipality's compliance.

Opinion on Each Major Federal Program

In our opinion, the Municipaliry, corinplied, in all mateial respects, with the rypes of compliance
requirements referred to above that could have a direcl and material effect on each of its major iederal
programs for the year ended June 30, 2013.

ToqREs FFEo & Co., P.S-C- 59



Others Matters

The resulis oi our auditing procedures disclosed instances of noncomplance. which are required to be
reported in accordance with OMB Arcular A-133 and which are described in the accornpanying Schedule of
Findings and Questloned Costs as item 2013,002 through 2013 012. our opinion on each major federal
program is not modified with respect to these mafters.

l,,4unicipality's responses to the noncompliance findings identified in our audit are described in the
accompanying Schedu/e of Findkgs and Questioned Cost. fi,,lunicipality's response was not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
response.

Report on lnternalControl Over Compliance

l\,4anagement of the IUunicipality is responsible lor establishing and maintaining eifective internal contrcl
over compliance with the types ofcompliance requkements refened io above. ln planning and performing our
audit of compliance, we considered ihe lvunicipality's internal control over compliance with the types 0f
requirements that could have a direct and maieial effect on each major federal program to deiermine the
auditing procedures thai are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal prograrn and to test and report on jntemal control over compliance in
accordance with OMB Clrcular A-,33, but noi for the purpose of expressing an opinion on the effectiveness
of intemal control over compliance. Accordingly, we do not express an opinion on lhe effectiveness of the
I\,4unicipality s illernal conlrol over cor.pliance.

Our consideration of internal control over compliance was for the limited purpose descrjbed in the
preceding paragraph and was not designed to identify all deliciencies in intemal control over compliance that
might be matedal weaknesses 0r significant deficiencies and therefore, material weaknesses or significant
deficiencies may existthatwere noiidentified. However, asdiscussed below, we ldentified certain dellciencies
in intemal control over compliance that we considerlo be mateial weaknesses and significant deficiencies.

A deficiency in intemal control over comp iance exisb when the design or operation of a control over
compliance does not aliow managemenl or employees, in the normal course of performing their assigned
iunctions, to prevent, or deteci and conect, noncompliance with a type oicompliance requirement of a federal
program on a timely basis. A materlal weakness ln intemal control over compllance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will noi be prevented, or
detected and conecied, on a timely basis. We consider ihe deficiencies in internal control over compliance
described in the accompanying schedule of findings and questioned costs as items 2013-012 to be matedal
weaknesses.

A sig n ifcant deficiency in intemal control over compliance is a deficiency, ora combination ofdeficiencies,
in internal control over compliance with a type of compliance requirement of a federal program that is less
severe than a material weakness in intemal control over compJiance, yet imporiant enough to merit atteniion
by those charged with governance. We considerthe deficiencies in intemal control over compliance descdbed
in the accompanying schedule oflindings and questioned costs as items 2013,002 ihrough 2013-011 to be
sig nlllcant def iciencies.

l-",,,t-:t ":",t,:.:t
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N4unicipality's responses to the internal control over compliance findings idenlified in our audit are
described in the accomp anying Schedule af Findings and Ques'oned Cosrs. l\y'unicipality's response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

Purpose ofthis report

The purpose of this report on intemal control over compliance is solely to describe the scope of our
testing of internal control over cornpliance and the results of ftat testinq based on the requkements of OllB
Circular A-133. Accordipgly. lhis report is not suirable fo. any other purpose.

''--'--.\..
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TORRES.FRED & CO, PSC
CERTIFIED PUBLIC ACCOUNTANT
VILLALBA, PUERTO RICO
DECEI\,48ER,30,2014

The stahp number E102268
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COM!'ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS

FORTHE FISCAL YEAR ENDED JUNE 30,2013

Section l. Summary ofAuditor's Results:

Part l. Finencial Statements

1. Type ofAuditols reporl issued:

2. lVaterialweakness(es) idenufied?

Unqua ifed opinion, excepl lordiscla mer opin on forgovernmenl wide financial statemenls

Quallfied Opln on

Adverse opinion

Disc aimer Opinion

ENo

4 Noncomplance maleriallo fi na ncial staiements noted?

! ves

Eno

LI.l YEs

Unqua lied Op nion

Qualified Opinion

Adverse Opinion

Disclaimer Opinion

2. Materialweakness(es) dentilied?

! ves

3 Signifcantdeiicieicy(ies) identilied?

Ero

Part ll. FederalAwards

1. Type ofaudito/s report issued on complanceior major programs:

rl YES EHo
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDEO JUNE 30. 2013

Part ll. Federal Awards (Continued)

- 3. Slgnifcant d eflciency(ies) ident fied?

f ves Euo

4. Audit findlnq cquircd io be reported under Seclion 510 (a)of Clrcular A 133:

!! ves ENo

5. Major Prcgramsi

CFDA

Number (s) Federal Program Glantor and Program Name

14.228

14.871

97.036

93.600

Community Development Block Grant

Sectlon B Housing Choice Vouchers

Disaster Grants-Public Assistance

Head Start

93.600 Early Head Start

6. Dollarthrcshold used to disting uish Type A and Type B prcgrams: $300.000

7. Auditte qualified as Low- sk auditee?i

I YEs ENo

fhis spece was left in blank intentionally
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COMMONWEALTH OF PUERTO RICO
IiIUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

FOR THE FISCALYEAR ENDED JUNE 30,2013

MUNI,IPALIry aF UTUAD), PUERTa RIC]

SCHEDULE OF FINDINGSAND QUESTIONED COSTS
YEAR ENDED JUNE 30,2013

SECTION ll- Financial Statements Finding and Questioned Costs

FNDNG

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

2013-001

INTERNAL CONTROT

CAPITAL ASSETS

Flxed/ CapitalAssels and Expendilures - Subsdlary Leiger

The Municipality has nol mantained complele and adequate records in oder to oblan
suflclenl, compeient evidenllal mafler wilh especl to the Capltal Asseis reporled n
govemrnental activities and, acmrd ngly, the amounl by whlch this depa rture wou d affecl the

assets. nel assets, and lhe expenses of the govern mental acllvlt es is noldelerminabe.

Chapter iX, Aflicle 3.002 oi lhe State Act Number 81 of Augusl 30 1991 slates thal lhe
nunicipalily should maintain updaled propefly accounling records. Also lhe GASB
Statemenls No. 34 Easic Fnancial Stalements and Managanent's Discussion and Analysis

for State and Local Gavenmerls require thal a I capilal assels, ncluding infraslructu re must
be presenled n the Stalemenls of Nel Assels and that these assels musl be depreciated
during ts useful life. Also, pmvisions of GASB Slatement No 42, Accounling and Financial
Repoling af lnpairments ol Capilal Asseis and far lnsurance Recoyeres, requires the
tr4unicipalty lo evaluate prcmrnenl evenls or changes ln circumstances affecling capita
assets lo determine whether an mpairment of lhe capilal assets has occured. Funhermore,
pmvisions of GASB Statemenl Na. 51, Accounting and Financial Repofting t'or lrtangible
Assets require that al inlangibLe assets not speciiically excluded by rts scope provisions be
classified as cap ta assels.

Compelent and sufficienl evidential matter relaied lo the cap tal assets was nol availab e to
suppofl the value, completeness and ownersh p of lhese assets

The lvln cipalilys Govemment Wide FinancialSialernenis do nol presentfairly,lhe iinancial
posilon ofthe governmenlal activities and thechange in financialposllion ofthe Municipality.

We recommend lhat the [lunicipalityshould continue the compilaiion of documents to suppo,l
ihevalue, compleleness and owneEh p of lts capitalassets to comply with lhe requirements
of ihe GASB Staiemeni No.34. GASB Siatemenl N0.42 and GASB Statemeni N0.51.

None

CRTERIA

CAUSE

EFFECT

RECOMMENDATION

QUESTIONED COSTS

6.1



COMMONWEALTH OF PUERTO RICO

I\4UNICIPALITY OF IITUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE FISCALYEAR ENDED JUNE30 2013

MUNI1IPALIry aF UruADo, PUERT) RIco

_ 
SCHEDUTE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED J1JNE 30 2013

SECTION ll - Financial Slatements Finding and Questioned Costs

- o,ro,ro 2013-001 (coNTtNUED)

- I\,4ANAGE|\,4ENT RESPONSE The l\y'unicpa ity is gatherlng infonnation related to the capitalassets as one ofits
AND CORRECI|VE ACTIoN prio tyon lhe Finance Department. The person that has been assigned forthis \,,/od(

PLAN is been obtaln ng re,evanl infomation on a daily basis and such infonnalion it's been
recorded on our accounting system We \^/ill provlde as much support as we could

- possibly can lo comply wilh this requirement.

RESPONSIBLE PERSoN L4rs. Yomaira Tones Gonzabz

- 187-8144227 787 894 5127

Thb space was |eft in blank intentionally
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COIVI\,IONWEALTH OF PUERTO RICO

MUNICIPALITYOF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30,2013

MUNICIPALIIy oF UTUADa, PUERTa RIca

SCHEDULE OF F]NDINGSAND OUESTIONED COSTS
YEAR ENDEDJUNE 30,2013

SECTION lll- FederalAward Findings and Questioned Costs

FINDING

FEDERAL PROGM]V

2013-402

COi,II\4UN TY DEVELOPI4ENI BLOCK GRANT (CDBG)(CFDA NO, 14.218)
DEPARTI\,4ENT OF HOUSING AND URBAN DEVELOPMENT PASSTHROUGH STATE
0FFrcE 0F col\4r\4tsstoNER oF I\,tuN tc IPAL AFFATRS (OCA[4)

COI\,IPLIANCE

CASH MANAGEMENT

Non Conrpliance wiih Cash Management Requ rcmenls

The Communrry Developmenl BLock Grant Program (CDBG)does not have adequale controls
overthe liming of disbursenrents once fedee iunds are Eceived

During lhe fiscal year 201 2 - 201 3, the l\4unicipal ty rece ved approximately g1 .6 million. ln
order lo detemine cornpiance with lhe applicable cash management eqLlircmenls, we
selected for tesUng sx transfe.s ol funds rcceived during the frscal year amounting
approximale y $619,000 (40%). The time e apsed betweei the receipt and the disbLrGement

of such funds was from seven lo len days.

As stated in 24 CF R 85.20(b)(7) and 31 CFR 205.33, Subpad B, g€ntees must minimize lhe
llme between the draMown oi FedeG iunds from the Fedec governnnent and their
disbuBementlor FedeG program purposes.

oCAtul's Agreemenl pmvlslon 17(b): 'The Municipalty will not keep on hand the money
seized frorn oCA[i forno more lhan ihree days period'.

The aforementioned condilon is mainly due to lhe Lack of adeqLate contro s and procedues
between ProgIam's admrn slmllon and Muncipalltys Flnance departmenl ln order 10

guarantee the adequate and promptly disbuGement ofJeder?llunds once lhey arc rece ved

lfthe rec pient fais to expend lhose Fedeml ass slance iunds wilhin a easonable period, o.
fails to establish procedures to minimize lhe iirne between lhetransferand payoul offunds,
the lvlunicipalily could be sLrbjecl to penall es lrcm the Federal covemment and be adverse y

affecled n lhe benefls they are enlilied to recejve n the future.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDIT ON

CRTERIA

CAUSE

EFFECT
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGS AND Ot]ESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30,2013

MuNtctPALtrY oF lJruADo, PuERToRrca

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

- YEAR ENOED JUNE 30, 2013

SECTION lll- FederalAward Findings and Questioned Costs

- FINDING 2013,002 (CoNTTNUED)

RECOL4I\.{ENDAT ON The Program should mplement adequate nlernalorntrol procedures which aLlowlhe

- prompl y use oi federallunds received. Ths could be atlained byevaluatingthe receipls
and payrnents procedures folowed by both the CDBG Program and the l\/unicipaltty's
Finance Depanmenl in ordel lo minlmize the time befueen the transfer and payoul oltunds.

- ouesrtoueo costs None.

I4ANAGEIVENT RESPONSE

- AND CORRECTIVE

ACTION PLAN Wewillbe in conversallon with the Finance's Departmenl to expedile lhe process since il is
the Finance Depaftmentwho s responsible for the pmcessing ofpayments.

RESPONSIBLE PERSON Mrs l\,largie Lafonlaine Andutar
7 81.81 4 4221 | 7 81 -Bg 4 -51 27

This space was left in blank inlenlionally
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COMII,TONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FI!{DINGSAND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30. 2013

MUNICIPAUry aF UIUAD), PUERIa RIC)

SCHEDULE OF FINDINGSAND OUESTLONED COSTS
YEAR ENDED JUNE 30,2013

SECTION lll- FederalAward Findings and Questioned Costs

FINDiNG

FEDERALPROGRA[4

2013,003

COMMUNITYDEVELOPIiTIENT BLOCKGRANT(CDBG)(CFDANO. 14.218)
DEPARTI4ENT 0F HoUSINGAND URBAN DEVEIoPI\.IENT PASS THROUGH STATE
OFF CE 0F COI'/I',{ISSIONER OF MUNIC|PAL AFFALRS (OCAI',)

COi,4PLIANCE

REPORTING

Non compliance with leporllng rcquirements

Accumulated expendilures reported to lhe Lead Agency (OCAi,,l) as of June 30 2013 werc
inconect. We noled lhal the amounls repoded to the Lead Agency (OCA[,]) on lhe lasl quafur
report from A0ril lo June 201 3 were (undeo/overstated as follows

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

6lJ



COIT4MONWEALTH OF PUERTO RICO

MUNICIPALITYOF UTUADO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FORTHE FISCAL YEAR ENDEO JUNE 30,2013

MUNICIPALIIy OF UTUADa, PUERTa RIC]

SCHEDULE OF FIND NGSAND QUEST ONED COSTS
YEAR ENDED.]I]NE30 2013

SECTION lll- FederalAward Findings and Queslioned Costs

F]ND NG

CRTER]A

2013-003 (CONTTNUED)

2008 Disaster Recovery Funds and 2009 Emergency Funds expenditures as of June 30,

2013 were $&8 453 and $99,921, resp€ctive y. Such expenditurcs werc not rcporled lo
OCAIV.

As specified in 24 CFR 85.20(bX1)and (2), accurate, currenl. and complete discLosure ol lhe
financialresullsofiinancialy assisled aclivities must be made in accodance wilhthefinancial
repofting equ remenls of the gIanl. Gmniees and subgranlees musl mainlain records which

adequatey identify the source and applicalion of funds provided for financially-assisted
activilies. These records mlsl contaln informalion pedainlng lo grant orsubgGntawads and

autho zalions, obli9alions, unobligated balancos assets, liabilities, oullays or expenditu es,

Accounting records are not reconcile againsl lvunicipalitys eleclrcn c accounting syslem
before quarterly reports are prepared.

The continuance occunence of this situalon inh bts the Lead Agency (OCAIV) and other
Federal award agencies from monlloring the programs financial pedormance. ln addilion,
the ProgGm could be sanclioned by the fede.alawarding agencyduetothe inaccurate filing

offnancia reporls.

The Muncipality should establish a plan and implernenl ihe cofiesponding intemalcontmLs
lo reconcile genetaL ledger accounts on a monthly basis and ensu@ lhal all Program's

lransactions and aclivilies a.e popeiy rccorded on a timely basls beioe quarleriy rcpois
are prepared

None

Priorlo prepare any report CDBG'S AccoLrntant will be reconciling rnonlhly payments

againstchecks reglstercd in the accounling syslem for each Program's year. This

nformaton will be registered in lhe genelal ledger so qua(e y reporls ard general ledger
accounts balances match

]Vlrc. ftlargle Laionlajne Andujar
787 8144227: 787 894 5127

CAUSE

EFFECT

RECOI,4[IENDATION

QUESTIONED COSTS

MANAGE]\TIENT RESPONSE

AND CORRECTIVE ACTION

PLAN

RESPONSIBLE PERSON



COI\,!IIONWEALTH OF PUERTO RICO

I"!UNICIPALIWOF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30.2013

MUN]1PALIT/ aF UTUAD1, PUERT1 RIco

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

YEAR ENDED JUNE 30,2013

SECTION lll- FederalAward Findings and Questioned Costs

FINDING

FEDERAL PROGMM

2011004

CoIVMUN TY DEVELOPIV{ENT BLOCK GMNT {CDBG) (CFDA N0. 14.218)

DEPARTI/ENT OF HOUSINGAND URBAN DEVELOP]\,4ENT PASS THROUGH STATE

oFFtcE oF cotr,tr,4rsst0NER 0F MUNIcTPAL AFFAIRS (OCAM)

CO[4PL]ANCE

EQUIPMENT AND REAL PR0PERTY ANAGEI',lEl/T

Lack oi controls over properly and equlpment acq uied wjth FedeG Funds

The Municipalty and lhe Communlty Development BLock Grant Prolram (CDBG)are not

rnainlaning adequate intema controLs over prcperly and eqlipment tems acquiled wilh

FederalFunds. ln lestng propeiry and equlpmentwe nolei lhefollowing:

- The propeary records do nol indicate, among other lhings the source of the propedy, who

holds t tle, the acquisition date, cost of lhe prcperty percenlage of Federa parlicipation in the

cosl of lhe popefly, use and condition o{ the property, and any ullimate dlspostion data
including the date oi disposal.

The CDBG Pogram did not count wth a general ledger or a popedy subsidlary ledger

where allproperty and equ pmenttansactions are re! slered For such Ieason, we could not

ascerlain lhat all cap tal oui ays and properly d sposiiions were recorded n addiion, related

annua depreciation is not being calculated and accountedfor.

' We muld nol asceirain thal all lhe propedy and eq uipmeni acquircd rtls being sed bythe
Program's personne and ior Prcgrams purposes.

- CDBG s properly reglsler contains iniormal on rclated to oiher lederal programs

24 CFR 85.32(d) establ shes that procedures for managlng equipment will, as a minimum,

meet lhe follow ng requiremenls:
(1) Pmpeny rccords musl be maintained lhal include a descrplion oi lhe propedy, a seral
numberor other identificaton number,lhe source oi prcpedy, who holds title, the acquisillon

dale, and cosi of the property, percentage oi Federal padrcipation in ihe cosl of the properiy

the localron, use and conditionofthe propedy, ard any ulumale disposition data including the

date of disposal and sale price oi lhe property. (3) A conlol sysiem musl be developed 10

ensure adequate saleguads lo prevent loss, damage, or theft oi lhe prcperty. Any loss,

damage, orlheft shall be investigaled
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CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRiTER A



COMI.IONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSAND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDEDJUNE 30,2013

MUNI1IPALITY aF UTUADa, PUERIo R/Co

SCHEDULE OF FINDINGSAND OUESTIONED COSTS
YEAR ENDED JUNE 30,2013

SECTI0N lll- FederalAwa.d Findings and Questioned Costs

FIND]NG 2013-004 (C0NTTNUED)

24 CFR 85.20 (b)(3) establishes ihat effective control and accounlabllity must be maintained
for all granl and subglant cash real and personal propeny, and other assels. Granlees and
subgratees must adequalely safeg uard al such propeiry and must assure thai it is used solely
for aulhorized puposes.

Chapler Vll, Seclion 3, 14 and 15 ol l,luncipalty's Basic Standards, eslablsh lhat the

Muncipallty's Finance Direclor is responslble for the custody, conservalion and use of
mun clpal property againsltheft damage orinadequale use. The Finance Dlrecior, aso, wil
be responsible for lhe accounting oi all propeary kansactions and records maintenance. Al
property acquired musibe numbered and propedy dentiied. A property recod delailng unit

number, name, descaiption cost, acquisition date brand serla number and prcpedy ocallon

must be completed for each poperly acquired.

The l,,luncipalily has nadequaie intemal conlrol prccedues thal guaranlee adequaie

records, regslenngandsafeguardingolpopenyandeqLrpment.

Due lo lhe lack oi inlernal contrcls and prcpeny accounting records, we could nol validate

lhe accuracy and complelenessofthe annual physlcal invenlory reporl and any olher relaled

rcport againsl an accountin! genelal edger accounls.

The lv4uncipality is exposed to the risk oi possible unaulhorized use and disposition of
equipment due to the lack of inlemal conirols ard property recods. ln addilion, sanctions

could be imposed by the State CDBG Program or the iederalawading agency.

The Propea(y Division rnlrsl requ rc each office, depafimenl and federa prcg rarn thal acluires
prcperty and equipmentto submita repoft includlng a fulldescfiption ofthe assets,location,

use, responsible person, cost and any other peilinenl data. ln addit on, the CDBG Program

and the Accounting Depanment shou d establish a prop€ny conlrol acco! nl and a subsidiary

edgerto provide forlhe reconciliallon oipropeny. A physlcaL lnveniory ofthe Municipallty's
property shoLrld be performed as soon as possible for all departmenls and all differences

shoud be invesligaied, adjusted and rcconciled wilh the property records mainlaned bythe
[,lunicipa]ity's federal program offi ces.

CAUSE

EFFECT

RECOL4l,ilENDAT 0N

OUESJIONED COSTS None

IMANAGEMENT RESPONSE Wewllbe askng tolhe l\4unicipality's Properiy fulanagerlo updaielhe invenlory belonging

AND CORRECTIVE ACT ON lo Federal Pograris, so propeary and equipmenl acquired, lmnsfered ord sposed muld be

PLAN added or renoved frcm the lnventory and subsidiary adrounls in orderto maintain correct
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COMII4ONWEALTH OF PUERTO RICO

MUNICIPALITYOFUTUADO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

MUN]jIPALITY aF UTUADa, PUERTo R]ca

SCHEDULEOF FINDINGS AND QUESTIONED COSTS
* YEAR ENDEDJUNE30 2013

SECTION lll- FederalAward Findings and Questioned Costs

_ FTNDTNG 2013,004 (CoNTTNUED)

and clear baances. After thal, the CDBG Accountant will be maintainlng fies for each

_ Ooperly or eq uipmenl acqulrcd as ecornmended bythe Sinole Audii.

RESPONSIBLE PERSON I',4rs. Margie Lafonia ne Anduiar
181-814-4227 787 894 5127

fhis space was left in blank inlentionally
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. COIi4II4ONWEALTH OF PUERTO RICO

MUNICIPALIfi OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

MUN]CIPALIry aF UTUADA, PUERTA RICA

SCHEDULEOF FINDINGS AND QUEST ONED COSTS

YEAR ENDED Ji]NE 30,2013

SeCftOlt ttt- feOerainward Findings and Questioned Costs

FINDING

FEDERAL PROGRAIT,I

2013 005

CO[rll]tUNlTY DEVELOPMENT BLoCK GRANT (CDBG) (CFDA NO. 14 218)

DEPARTI,'IENT OF HOUS]NG AND URBAN DEVELOPI\4ENT PASSTHROUGH STATE

oFFICE OF COIIIVLSSIONER OF l\,lUNlClPAL AFFAIRS (OCA[,{)

INTERNAL CONTROL

INTERNAL CONIROL

nadequate accounling records

Ii/unlcipality's CommunLty Developmenl Block Granl Program does not maintain adequate

accounting recods. The accounling records do not reilect lhe lransaclions related to assels,

iabiiiues and fund balance accounis. lvonth_end and year_end closlng prccedures were not

perormed acco'oing lo Plogram's 'eoe, al regulal:ors

As slated in 24 CFR 92 20(b) establishes thal lhe iinancial management systems of olhel

or anrees and sLblr anlees mJ$ T eei fie lol owlg slandards: l2J g ?nlees and sLbglanlees

irustmainarnrdrdswrichadeqLaleryidenl ylhesoLrceanoapphcal,ono'furosprovideo

for {inancially-assisted acllvilies These recolds musl contain informaiion peftaining lo grant

or suborad;wards and authorizations, obligations, unobligaled balances, assets,liabilitles,

outav; or exoe.diures, ard 'ncome, (3) Ffecl.ve coll'o. and accountabilhy musl m

rainiaireo 'o' all qrar t and suog€al casr leal and personal ooperlv. ano ohel assets

TGnsactions related to balance sheel accounts are noi recorded by the CoBG'S Accountant'

ln mnlrast, on ly tra n sactions relaled lo recelpls and expendilures are ecorded'

These condilions lnhibit the l\,lunicipality from having cufient accuEte and reliable financial

reDorts and information necessary ior management lo take efiicient and effeclive actions,

in;fuding conective acllons plans Also, I\4unicipality's lallure io have accuGle and complete

ua.ornilng ,*od, could resuti in the qualificalion of lhe general purposes iinancial

statemenls audil opinion.

rn-"oeneral,edoe'sl"ould be Ievseo Io e"lsu e fial allomgram ahrsacliols ad acrivir€s

are plopeay rec6-oeo aro IaifiY preserled .1 acmrdan'e wil" oroq?m eourerenls

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CR TERLA

CAUSE

EFFECT

RECOM[4ENDATION
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COMMONWEALTH OF PUERTO RICO

. MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE FISCAL YEAR ENDED JUNE 30,2013

MUNI1IPALIN AF UTUADO. PUERIO RICO

SCHEDULE OF FlNDINGSAND OUESTIONED COSTS

YFAR ENOED JUNE 30,2013

SECTIONIII- FederalAward and Questioned Cosis

FIND NG

QUESTIONED COSTS

2013005 (CONTINUED)

None

I\,IANAGEIVENT RESPONSE The CDBG Progranr willbelaken lnlo consideralion allaudil recommendalions and a trial

AND CORRECTIVE ACTION balancewill be incorporated.

PLAN

RESPONSIBTEPERSoN Mrs.l\,4argieLafontaineAndujar
787 814-4227 781-894 5127

fh's spece was left in blenk intentionally
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COI/lIT4ONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS

FOR THE FISCALYEAR Et./OED JUNE 30.2013

MUNI1PAUfl OF IJIUADA, PUERTA RICO

SCHEDULE OF FINDINGS AND QUEST]ONED COSTS

YEAR ENDED JUNE30,2O13

SEcTtoN ltt- FederalAwara Fin and Questioned Costs

FINDING

FEDEML PROGRA[,I

2013 006

COMMUNITY DEVELOPi,IENT BLOCK GRANT (CDBG) (CFDA NO, 14,218)

oipeRrumr or uousttlGAND URBAN DEVELoPi/ENT PAssrHRouGH STATE

OFFICEOF COI4I4ISSIONER OF lvlu NICIPAL AFFAIRS (oCAI )

COMPLIANCE

SPECIAL TEST AND PROVISIONS

Lack of internal conlrols and deficiencies rcgarding residenlial rehabilitalion activilies

DLflno he fiscal vear 20 l r_20'3 "e Communily Developmenl Block Gra{ oog€m ICDBC)

exoe;ed aDoro;r"1dlelv $126,300 n resroallral lehab'lilaiol lo' low aro modeBle income

lrmilies buch amounl leDresenls approrimaiely 90'6 o' lotal orcg€1 llsca' yea'

expenditures.

ln order to tesl compliance with the ehabililation special test requiremeni we selected-for

lesiing tvo benefici;des' liles which rchabilitalion costs amounl appmximately $25'000 or

20;16 if the flscal year rehabilitatioi expenditures. Afler perfoming the tesi we noted the

f ollowing deiiciencies:

- Tne oocedures lndl were lollowed dt Ihe lre oi glalllng the aid lo he tariles were nol

acco onq lo he g,Jide,'nes estabrisheo by he P'ogram' we coJld 1ol oelerm'rc which

p-ocedu'isweelo'towedtoeslaor6l'prorilesamonq'ed'ffererlfamil'esequeslnglhe
aid.

' One of the two (50%) beneflciaries' files e/.amined nevs formed part of the list of people

who had requested assistance.

As staled in 24 CFR 570.506(b)each recipientshallestablish and mainlain sufficient rccods

i" 
""iir. 

it" s.."t"rv ro a#mlne whelher lhe rcclpienl has met the requiremenls of this

pair.

Also lle afo€mernotd conoi ols wera nol accordirg p'ovision 8 oi tne l'lode'ate

e.-t:iirr.n oo",a'o""f cuoe esLablished Dy lhp ['lunlcmahlys CDBG Drogra'n ln June

2013.

Lack of an adequate supervision over the duties performed by the personnel in charge of the

rehabilitation Proqram. .15

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITERIA

CAUSE



COIi4MONWEALTH OF PUERTO RICO

MUNICIPALIIY OF UTUADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FORTHE FISCAL YEAR ENDED JUNE 30,2013

MUNI)PAL]N OF IJIUADO. PUERTA RICO

SCHEDULE OF FINDINGS AND OUESTLONED COSTS

YFAR ENDED JUNE 30 2013

SECTION lll- FederalAward Find and Queslioned Cosls

FINDING

EFFECT

RECOMMENDATION

QUESTIONED COSTS

IVANAGEIVENT RESPONSE

AND CORRECTIVE ACTION

PLAN

2013-006 (CoNTINUED)

The l,lunicipality could be sub]ect 10 penalties from the State CDBG Program or the Federal

Govemmeni and be adverselyafiected in the benelLls they are entitled to receive in ihe future'

The CDBG Program musl make surc that lhe pelsonnel in chaEe of the Rehabilitation

Pmgram folbwa he process thal il has been established in the ModeGte Rehabilitation

OperationaL Guide at the lime of selecting and grantinq the aid lo those iamilies ol low or

moderate inmme.

None

The CDBG ProgGm will proceed according 10 lhe Ope€tional Guide of the Housing

Rehabil ation Program for each proposals submltted to OCAI\,'I. At presenl, we arc

registedng ln a book each pecon which request housing rehabililation benelits and are being

asied for information such as addess and phone numbel so the Prog ram's Coordinalor can

visit their residences and assess those partlcipanls with greatest need

Mrs. Nlargie Lafonlaine Andujar

7 87 -81 4 - 4227, 7 87 -854'51 27
RESPONSIBLE PERSON

fhis space wes lefl k blank intentionally
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSANO QUESTIONED COSTS

FOR THE FISCALYEARENDED JUNE 30,2013

MUNI1IPALIT{ OF UTUADO. PUERTA RICO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

YEAR ENDEDJUNE 30,2013

SECTI0N lll- FederalAward Fin and Questioned Costs

FIND NG

FEDERALPROGRA[4

2011007

COMMUNiTY DEVELOPI\,IENT BLOCK GMNT (CDBG) (CFDANO' 14,218)

DEPARTN4ENT OF HOUSINGAND URBAN DEVELOPMENT PASSTHROUGH STATE

oFF!CE OF COI!,{MISSIONER OF MUNLClPAL AFFAIRS (OCAM)

INTERNALCONTROL

PROCUREIIENT

Prccuremenl files werc not pmvided

In tesling cornpliance with the procuement reqlircmeni, we equested the procurement liles

and related docun€nts of the following tlvo auctions:

. Asphalt General Auction

. 'Esludio. Diseno y Rehabilitaci6n Edificio Cenirc Servicios Muniples"

The awad of lhese t$/o auctions resulted in oranted contracts of appoximalely $608,300.

The Municipality could not provide us the o ginal llles relaling 10 such auclions so we were

prevented kom ved!4ng thal lhe followed procedures to grant such contracls were according

lo Municlpality's and Federal regulations.

As slaled in 24 CFR 85.20(b) eslablishes thai the iinancial managemenl systems of other

gEntees and subgranlees must meet the following slandards: (2) granlees and subgrantees

must maintain rccods which adequalely identifo the source and applicationoffunds provided

for financlally-as s isled activiues. These I@ods mustcontain lnformation pedaining lo grani

or suoorant;walds and aJlnonTations oohqalions, Jrobliqaed ba ances asseis llab ilies.

out,ad or e/penoitJres. ard incone {31 Eleclive conlol and ac@Jntaoilry .1Lsl be

mainiained foaallgranl and subgrantcash, realand personal property, and olhelassels;(6)

Accounting recolds musl be suppoded by such source documentation as cancelled checks,

paid bills, payrolls, time and attendance records, contract and slbgrant awad dmuments,

Changes lnlhe personnel responsible fo[ g uadlng and rnanage auction's iiles

This condition makes il lmposslble io verify the proper adjudicaton of aucUons, contracts

granted and thatthe procedues followed were according to lhe applicable l{unicipalily's and

FedeIal regulations.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

CRITERIA

CAUSE

EFFECT
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2013

MuNtctPALffi aF UruADa, PuERra Rtca

SCHEDULE OF FIND]NGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30,2013

SECTION lll- Federal Award and Oueslioned Costs

FINDING

RECOI\IIIENDATION

QUESTIONED COSTS

I\,IANAGE]\,IENT RESPONSE

AND CORRECTIVE ACTLON

PLAN

RESPONS 8LE PERSON

2013-007 (CoNTTNUED)

The Auction Division's slaff must make an inventory and record of all those auctions that were

held and awaded duino each Jiscalyear and locate suchliles

None

The CDBG Prcgram has been in communicauon wiih the Secretary's Office to iry 10 locale

lhe bid recolds, slnce the Secretary's Office is responsible for ensu ng lhese documents

are accessible and safe

Mc. [4argie Lafoniaine Andujar
787 -814-4227 787 -BB4-5127

This space wes left in blenk intentionally
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF UTUAOO

SCHEDULE OF FIT.IDINGSAND QUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE

MUNI1IPAUN AF UTUADO. PUERTO RrcA

SCHEDULEOF FINDINGS AND QUESTIONEO COSTS
YFAR ENDED JUNE 30 2013

SECTION lll- FederalAward Findi

FINDlNG

FEDEMLPROGRAM

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

2013-008

sEcTtoN B HOUSING CHOICEVOUCHERS (CFDA N0.14.871)U.S. DEPARTI\4ENT

OF HOUSING AND URBAN DEVELOPI\,IENT

COMPLIANCE

CASH IIAiIAGEtIENT

Non-Compliance with Cash l\,4anagemenl Requiremenls

Section 8 Housing ChoiceVoucher Pmgram does nol have adequate controls overthe timing

of disbursements once federal funds arc received.

Durin! the iiscal year 2012 - 2013, lhe lr,lunicipalily rcceived approximalely $984 153 fom

Sect6n 8 Housing Choice Vouche6 g€nt funds ln order lo determine compliance with lhe

applicable cash managemenl lequlrcmens, we selected for tesling four oul of twelve

transfec of runds received duing lhe fiscal year amounling $293 774 (30%). The lime

elapsed beiween the receipt and the disburcemenl of such funds was for more than a monlh

[lonthly cash account balances during the fiscal year exceed $200.000 each month.

As staled in 24 CFR 85.20(b)(7)and 31 CFR 205 33, Subparl B, gmntees musl minimizethe

lime between the drawdown of Federal iunds from lhe Federal govemmenl and ther

disbLrrsement for Federal program purposes.

The aforcmentioned condition is malnly due to the lack of adequate mntds lhat guacniee

lhe adequale and promptly disbursement of federal funds il"nsaclions ln addilion, a lot of

time elapsed behveen lhe issuance of checks to beneiciaties and landlords and the time

when those checks $ere paid by the bank

Ithe rccipLenl faiLs to expend those Federal assistance lunds within a reasonable pedod, or

fails to establish procedures to minimize the lime betoveen the transfer and payout ol funds,

he [,lunicipality coLrld be subjecl to penalties ilom lhe Federal Govemment and be adversely

affected in lhe benellls they are entitled lo recerve in lhe futurc.

The Prcgrarn shouid implernenl adequale internaL contoi procedures which allow the

promptly use of federal Iunds received. This could be afiained by evalualing ihe procedlres

iollowed regading paymenls to parUcipants, homeowners and Pmgrams providels

CRITERIA

CAUSE

EFFECT

RECOMIViENDATIOI']
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COITIiIONWEALTH OF PUERTO RICO

IllUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

FORTHE FISCALYEAR ENDED JUNE 30,2013

MUNI1IPALITY aF UTUAD1- PUERTO R|CO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

* YEAR ENOED JUNE 30, 2013

SECTION lll- FederalAward Findings and Questioned Costs

_ F|NDING 2013008 (CoNTINUED)

oUESTIoNED coSTS None

- I!,IANAGEI\,IENT RESPoNSE Pmgram accounling will be recorded in a monlhly manner as to refleci what has been

AND CORRECTIVE ACT ON actually paid and nol recorded in an accrual accounting procedures. System accounls will

PLAN be revised and conected.

- RESPONSIBLE PERSoN [4r. Jorge Collazo Rivera

787-81 4-0868
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COIllIMONWEALTH OF PUERTO RICO

II,lUNICIPALITY OF UTUADO

SCHEDULE OF FINDINGSAND QUESTIONED COSTS

FOR THE FISCAL YEARENDED JUNE 30,20,I3

MUNI1\PALIN oF UTUAD1. PUERI1 RICa

SCHEDUIE OF FINDIN6SAND QUESTIONED COSTS
YEAR ENDED JUNE30,2O13

SECTION lll- FederalAward Findings and Questioned Costs

FIND NG

FEDERAL PROGRAi,4

CATEGORY

NONCOi,IPLIANCE

TOPIC SENTENCE

CONDIT ONS

2013-009

sEcTtoN B HoustNG cHolcEVoucHERs (CFDA No.14 871) U.S. DEPARTMENT
OF HOUSING AND URBAN DEVELOPI\4ENT

COIVPLIANCE

REPORTING

Noncompliance wlh repo,ling req uilrmenls

Repoied HAP monihly expenditures through the VIIS Dala Colleclion Reporl d d not agrce
to generalledger HAP expenditures accounl balances as follo$s:

CR TER A As specfied in 24 CFR 85.20(bX1) accurate cufient and comp ele disclosule of the iinancial
resulls of financially assisled actlvilies musl be made ln accordance wilh lhe financial
repoidng req uirements oi lhe grant.

Accounling records are not reconcile againsl l\4unicipalily's electronic accountng syslem
before VMS oala Collection Report is prepared.

HAP Total pe.
HAP Tobl Er Yllts [,rbDate Grmr.r L*(Eer cofle.rion DiFercn'e

7/31/2012 5 70,14550 $ 77,92a_N S 7,182.50
a:31/2012 94,958_50 80,,102.00 (14,556.50)

9/3012012 X,,9tt_ 78,813.00 (12,@8.26)
1U31/2012 160,8,19 50 80,441.m (80,408.50)

11t3U2Ot2 598.00 80209_m 79,611.Cr0

113t/20t2 86,939.70 8r,l6o.m 6,779.70)
1/31/2013 42207fi 82:O7.oO
z2a2o13 15O,9742s 81,t38.@ (69,636.
3/31/2O1j 86236.94 $245.00 (2_99\.

4130/2013 71989.50 41726@ 13,736.50
s/31/2O13 943M45 86,715 00 (',t.

613U2013 n.619.85 84.065.00 6.445_lJ
s 986.13041 $ 982.249.00 $ (3.88r_41

CAUSE
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_ 
MUN]CIPALITI OF UTUADO, PUERTa RrcA

SCHEDULE OF FINDlNGS AND OUESTLONED COSTS
_ YEAR ENDEDJUNE 30,2013

SECTION lll- FederalAward Findings and Questioned Costs

F NDING

EFFECT

2011009 (CONTTNUED)

The contnuance occurrence ollhis situation inhibils FederaLaward agenciesfrcm monitoring

the pograms iinancial performance. ln addition, lhe Program could be sanctioned by lhe
iederalawarding agency due to lhe inaccuGte iiling offinancial eports.

REC0]\,11\IENDATI0N The l\4unlcipalily shoud eslablsh a plan and lrnpementthe cofiesponding nlemalconlrols
lo reconcie general ledger accounls on a ironthly basis and ensure lhal all Program's
iransactions and aciiviiies are popedy recorded oa a Umey basls before repoirs ae
prepared.

- QUESTIONED COSTS None

I\,IANAGEM ENT RESPONSE ln order to €pair this fault, a meeting wilh the Director of ihe l\,lunicipallly's Finance

- AND CORRECTIVE ACTION Deparlrnenl and perlaln ng facully will schedule lo revise the payment pmcess.

- RESPoNSIBLE PERSoN ij1r. Jorge Collazo Ri!€€
787-814-0868
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YEAR ENDED JI]NE 30 2013

- SECTION lll- FederalAwerd F;ndings and Questioned Costs

F|NDTNG 201&010

_ 
FEDEML PROGRAIV SECT ON 8 HOUS1NG CHOICE VOUCHERS (CFDA NO, 14,871) U S, DEPART]\,1ENT

OF HOUS NG AND URBAN DEVELOPITIENT

- NONCOMPLIANCE INTERNAL CONTROL

TOPIC SENTENCE nadequate accounling records

- CoNDITIoNS Municipalily's Section B Housing Choce Vouche6 Program does not maintain adequate
accounting records. After an evaualion of lhe Prograrn s general ledger accounls we

ldentified the following deficiencies:

. Proper accoun ng policies regarding revenue re@gnition, expendilurcs, assets,
liabilrties and fund balance werc not adequalely followed.

. Differences wee noled behveen generalledger cash accounts balance and lhe amounl

- presenled as such in the monlhly bank account reconcrliaton.
. Daily cash lransactions are nol delailed ln the general ledger. lnstead, monthly lump

sums were regislered

Equipmenl genera ledger accounl's balance ($111,130) could not be traced to any

detailed propefty and equiprnent subsid ary.
. Accounls payable ledgeraccount's balance ($9,247)coLrld not be lraced lo any detailed

Payable subsid ary.

HAP and AdminislGllve Fees rcceipts and paifients iransactions were neilher
segrcgated nordelailed belween general ledger accounts.

. I\,lonlh-end and year-end clos ng procedures were nol perfonned according to Program's

- federaL reguLalions.

CRITERIA As slaled in 24 CFR 982.1 58(a) the PHA must rnaintain complele and accurate accounts afd
other recods forlhe program ln accordance wth HUD requiremenls,li a mannerthat permits* a speedy and effective audil. n addition, 24 CFR 85.20(b) eslabLshes that lhe financia
management systems of other g.anlees and subgranlees must meetlhe following standardsi
(1) Accurate, current, and mnrplete disclosure of the iinancial results ofllnancially assisled

* actvities rnusl be made in ac@rdance with lhe fnanciai repoding requirernenls oithe grant

or subgranl; (2)grantees and subgrantees musl malnlan records which adequately identlty
the source and application offunds provided for linancial y-assistei aclivities. These recods
must conlain infomalon pertaining to grant or subgrant awards and authodzalions,

- obligations, unoblgated ba ances, assets, labilties, oullays or expendturcs, and incomei(3)
Effeclive contrcland accounlabiily must be mantained forallgranl and subgrant cash, real

and personalprcpefty, and other assels
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SECTIoN lll- FederalAward Findings and Questioned Costs

- 
FLNDTNG 2013-010 (CONT NUED)

CAUSE Prcg lam's accounlant does not count wilh the necessary account ng kno\ 4edge and training

lo conectly Perfom lheirduUes.

EFFECT Thes€ condltions lnhibit the i\,lunicipality from having currenl accurate and reliable linancial

reports and informatron necessary for rnanagement to take effcient and effeclive aclions,

includlng cofiective aclions plans. Also, Municipality's lailure to have accuEle and mmpleie

- accounting rccords could esult ln ihe qualificalion oi the geneEl pu.poses llnancial

stalements audit oPinion.

- RECOI\.{I!4ENDAT 0N Accounting peMnnel should be trained so they can adequatey perfofin their dL,'ties.

Fudhemore, they should be orienled regarding ihe rcLated iederal requirements. The
generalleiger should be revised lo ensure lhal all Program's lransaclions and aclivilies arc

roperly remrded and fairly pesenled in accordance with proatam Iequircments.

QUEST]ONED CoSTS None

_ I\4ANAGEMENT RESPONSE Accountant willensure ihat every transaction willbe recoded within the Gene€lLedger.

AN D CoRRECTIVE ACTION l,4onthly repois w]ll be soliclted to lhe Flnance Depadment lo record actua and proper

PLAN accounts

- RESPoNSIBLE PERSON [4r. Jorge Colazo Rivera

787-814-0868
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SCHEDULE OF FINDINGSAND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2013

SECTIoN lll- FederalAward Findings and Questioned Costs

FINDING

FEDERAL PROGRAM

2013,011

HEAD STAR' (CEDA \O,93 600) DEPARIVTN T OE HEALTq A\D HUMA\ SFRV'CFS
PASS THRoJGTI "ADMINIS TMCION PARA tL CUTDADO Y DTSARROLLO NTTCRAL

DE LA NINEZ'(ACUDEN)

COMPLIANCE

EQUIPMENT AND REAL PROPERTY MANAGEIiIENT

Lack of conkols over propefty and equipmenl acquired with Federal Funds

The Head Slarl Program is not maintaining adequate lnlemal conlols over property and

equipmenl iiems acqulrcd wilh Program's Federal Funds. ln testing property and equ pmenl

we noted the following:

- The property recods do nol indicaie among other things who holds tille, use and condition

of lhe properly, and any ullimale disposition daklncluding lhe dale oldisposal

, Equipmentand property generalledgeraccounts' balances did not agree to equipment and

propenls subsidlary ledger balances. Forsuch eason, we could nol ascertaln lhatallcapilal
outlays and prcperty disposilions u/ere remrded. ln addition, rc aled annual deprecialion is

notbeing calculated and accounted for.

- Wecould nol asce ain thalalllhe property and equipment acq uired it is b€ing used byihe
Prcglam's personneland for Pmgmm s puryoses.

'As of June 30, 20'13 a physical inventory oJ ail property and Eulpment had not been

conducted.

45 CFR 92.32(d) estab ishes that procedues for managing equipn€nt will, as a minimum,

meet the following requ rements:
(1) Prcpefty records nnust be maintalned thal include a descdption olthe properiy, a senal
number or other idenlmcation number.lhe source of property, wiro holds title, the acquisilion

dale, and cost of lhe property, percentage of Federal parlicipation in lhe cost of lhe poperty

the ocation, useand conditionofthe properly, and any uLiimate disposrtion dala includingthe

date oidisposal and sale price of the propertyi(2)A phi,sical iivenlory of the poperly musi

betaken and lhe resulls rcconciled wth lhe pmperty @cods at least once every two yea6l
(3) A controLsyslem must be developed lo ensure adequate safeguads to prcvent loss,

damage, or thefl of lhe propeiry. Any loss, damage, or lheft shallbe investigaled.

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITIONS

CRITER A
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SECTION lll- FederalAward Findings and Questioned Costs

F ND]NG 201!011 (CONTTNUED)

45 CFR 92.20 (bX3), establishes that effeclive controland accounlabllity must be maintained

for all grant and subgrant cash, real and personal property, and olher assets. Grantees and

subgratees musladequaleLysafeguard allsuch properly and must assure thal il is used solely

ior aulhodzed pueoses.

DeLegation offunds coitract, provision 19 (3), establshes thal the program is commitled lo
maintaining inventory contol of equipment and rnaterials ior lhe project.

Chapler Vll, Secl on 3, 14 and 15 of Municipalitys Basic Standards, esiablish that the

tr,lunicipaliiy's Finance Director ls responsible ior the custody, mnseruation and use of

municipalprcpe y against lheil, damage or lnadequate use. The Finance Dircctor, also, will

be responsible for the accounling of all property lransactons and ecods maintenance. All

propedy acquired must be numbe.ed and propedy idenlifled. A pmperty rccorddetailing unit

number, name, descipuon cost, acqursition date brand, serialnurnber, and poperly location

musl be completed for each prcperty acquired.

By that time lhe Pmgram did not have a person in cha$e oi reg strction, custody and

saleguading of propeiry. Fui(hefinore, no monlhLyconciliations were perfornred between lhe
physical inventory and general ledger accounts' balances

Due lo the lack oi internal conlrols and pmperty accounting records, we could not validate

the accumcy and compleleness of eq uipmenl and property relaled reports against ecounting

leneral ledger acmunls

The l\,lun cipa[iy is exposed lo the risk of possible unaulhonzed use and dispos]iion of

equipmenl due to the lack of intemal clnlrols and property €cords. In addilion, sanctions

could be lmposed.

The Prcpeiry Division musl requie lo each otfice ihat acquires poperty and equiprnent to

submil a repoft including a full desciplion of lhe assels, location, use, esponsible person,

cost, and any other perllnenl data. ln addition, Progtam's Properly Division and the

Accounling Deparlment should establish a prope8 conlrolaccounl and a subsldiary ledger

to provide for lhe reconclliation of propedy. A physical inventory oI the Prcgram's propeity

should be pedomed assoonas possible and alldllfercnces should beinvesllgated adjusled

and reconciled \rthihe propedy records rnainlained byiheAccountng Depaftment.

None

CAUSE

EFFECT

REC0[{lrlENDATl0N

OUEST ONED COSTS
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SECTION lll- FederalAward Findings and Quesfioned Costs

FIND NG

_ PLAN

2013011(CONTNUED)

IVIANAGEM ENT RESPoNSE A pe6on of lhe Propedy Division will perlorm a physical lnvenlory ol all lire existing
AND CoRRECTIVE ACTLoN propeiry either in the centers and the offices of the Program. The inventory rcportwill

ldentiry he responsble peEon forlhe property; it willalso identfy lhe properly number, the
dale inwhich rt was acquired and thecosloiacquisition. The Properly Divisionwilleslablished
ntemal controls to ensurc lhat the property is being used tor the puposes lhat it was
acquired. ln addillon, lhe Propeo Division Wll work with the Accounting division of lhe
Finance Departnre in order lo prepared a subsid ary ledger and reconcle on a quarterly

basisthe popeary informalion wth the accounling records and to make any adjustments if
needed.

RESPONSIBLE PERSON MIS. YoLanda Hernandez N4aldonado

T87"894-5127

Thb space was left in blank intenlonally
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FIND NG

FEDERALPROGMM

CATEGORY

NONCOMPLIANCE

TOPIC SENTENCE

CONDITION

241}012

DISASTER GMNTS- PUEtIC ASSISTANCE (CFDA NO 97,036) DEPARTI\,IENT OF
HOI\IELAND SECURITY

NTERNAL CONTROTS

INTERNAL CONTROLS

Lack of accounllng and opeGtional records

The Munlcipaliiy did nol relain nor could provide us wth the accounling records and other
rc aled documenlaton egading lhe eceipts and expendilures of funds received from the
Federal EmeEency l\ranagemenl Agency (FEI\4A).

As stated in 44 CFR 13.42(b)(1)i2) and (c); except as otheMise provided, records must be
reiained for lhrce years from the day the grantee submils its final expendilure repoa(. lf an
expenditue eport has been waived, the releilion peiod starts on the day the repod wDuld

have been due lfany lltigaiion, claim, negolialion, audii or olher act on involving lhe records
has been starled before lhe explration of lhe 3-year period, the records must be elained lnlil
complelion of the action and resolution of all issues which a se fom il, or unlil lhe end of the
regular 3-year period, whcheveris aler.

Cuslody and rclention ol acmunling reaords wee losl due to changes in management and
progGm's slaff.

This mndrtion prevenled us from tesling compliance wilh lhe following requiremenls: cash
management, pe od ofavailability, matching and epoding

The Municipality shoud immediatey gaiher all documentation relarding accountlng and
poecls execulion. Moreover, should organize all docurnenls lhat gale rise to the rcceipts,
expeidilures and ob igalions of such funds n order lhat lhey can be subiecl io audit.

None.

Due 10 the AdminislEtion transilion olJanuary 2013, there were some fles that we did not
gel fom lhe previous adm nislration. Nonetheless, we will keep ooking in other oflices in
orderlo find lhem, bul in the meanilme, we wil rc'do ihe liles wiih ihe documenlation we
have available in other files.

[,{rs. Yomaira Torres Gonzebz 787-894-5127

CRJTERIA

CAUSE

EFFECT

RECoI',il\.{ENDATI0N

QUESTIONED COSTS

IVANAGEi,{ENT RESPONSE
AND CORRECTIVE ACTION
PLAN

RESPONSIBLE PERSON
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1 AUDIT FINDNG THAT HAVE BEEN FULLY CORRECTED:

r 2012-03- Eligibility 14871

2. AUDIT FLNDING NOT CORRECTED OR PART ALLY CORRECTED:

-ffi

NONE

4- AUDIT FNDLNG S NO LONGER VALID

F NDLNG NUMBER CFDA QUESTIONED COST coMI/tENTS
2012-01 General Fund Deficil
201 2-02-Cash I\4anaqemenl s7 036

None

None
Situaton sull preva I

Siluaton stll orevail

3. CORRECTION ACT]ON TAKEN IS SIGN F1CANTLY DIFFERENT FROI,I CORRECTIVE ACTION PREVIOUSLY REPORTED:

END OF SCHEDULE
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