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INDEPENOENT AUDITOPS REPORT

To th€ Honorable Mayor and
Municipal Leg¡slative Body

Mun¡cipal¡ty of Gurabo
Gurabo, Puerto Rico

Report on the F¡nancial Statemeiits

We have aud¡ted the accompanying financial statements of the governmental activities, each major

fund, and the aggregate remaining fund information of Munic¡pal¡ty of Gurabo, as of and for the year

ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the

Munic¡pality of Gurabo basic financial statements as listed in the table of contents.

Managemenfs Responsibility for the F¡nanc¡al Statements

Management is responsible for the preparat¡on and fair presentation of these financ¡al statements ¡n

accordance with account¡ng principles general$ accepted in the Un¡ted States of America; th¡s includes

the design, ¡mplementation, and maintenance of internal control relevant to the preparation and fair
presentat¡on of financial statements that are free from material misstatement, whether due to fraud or
error.

Aud¡tor's Respons¡bil¡ty

Our respons¡bil¡ty is to express opinions on these financ¡al statements based on our audit. we
conducted our audit in accordance with auditing standards generally accepted ¡n the Un¡ted States of
America and the standards applicable to financial aud'rts conta¡ned in Government Auditing Stondords,

issued by the Comptroller General of the United States. Those standards requ¡re that we plan and

perform the audit to obta¡n reasonable assurance about whether the financial statements are free from
mater¡al misstatement.

MEMBER:
American lnstitute of Cartified Public Accountañts
Puerto R¡co Society of Certified Public A.coüntants

CPA ::IfüH,lS'c-".,



INDEPENDENT AUDITOfrS REPORT (CONTINUED}:

An aud¡t ¡nvolves performing procedures to obta¡n audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the aud¡to/s judgment, ¡nclud¡ng the

assessment of the risks of mater¡al misstatement of the f¡nanc¡al statements, whether due to fraud or

error. In making those r¡sk assessments, the auditor considers ¡nternal control relevant to the entity's

preparat¡on and fa¡r presentation of the financial statements in order to design audit procedures that

are appropr¡ate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the entity's ¡nternal control. Accordingly, we express no such op¡nion. An audit also

includes evaluating the appropriateness of account¡ng policies used and the reasonableness of

sign¡f¡cant account¡ng estimates made by management, as well as evaluat¡ng the overall presentation of

the f¡nancial statements.

We believe that the audit ev¡dence we have obtained ¡s suff¡c¡ent and appropr¡ate to provide a basis for

our audit opin¡ons.

5ummary of op¡nions

Governmental activit¡es

Each mayor fund
Aggregate rema¡ning fund information

TYDe of oD¡n¡on:

Qual¡fied
Unqual¡f¡ed
Unqualified

Basis for Qualified Op¡nion on Governmental Activit¡es

Management has not recorded the proport¡onal share ¡n the net pens¡on plan l¡ability of the employee

retirement system (ERS) and related disclosures. Account¡ng principles generally accepted in the un¡ted

states of Amer¡ca requ¡re that the liab¡l¡ty representing the Municipal¡ty proportion share ¡n the ERs

should be presented in the governmental-wide financ¡al statements. ln addition, other information of

the ERS should be d¡sclosed. The amount by wh¡ch th¡s departure would affect the liabilit¡es, fund

balance and expenses of the governmental-wide f¡nancial statements has not been determ¡ned'

Qualif¡ed opinion

ln our opinion, except for the effects of the matter described ¡n the "Bas¡s for Qualified Op¡n¡on on

Governmental Activ¡t¡es" paragraph, the financiat statements referred to above Present fairly, in all

material respects, the f¡nancial position of the governmental act¡v¡ties of the Mun¡cipality of 6urabo,
puerto R¡co, as of lune 30, 2015, and the changes ¡n financial pos¡tion thereof for the year then ended in

accordance with accounting princ¡ples generally accepted ¡n the un¡ted states of Amer¡ca.

Unmodified opinions

ln our opinion, based on our audit and the report of other aud¡tor, the financial statements referred to

above present fairly, in all mater¡al respects, the respect¡ve financial Posit¡on of the each major fund,

and the aggregate remaining fund ¡nformation of the Munic¡pal¡ty of Gufabo, Puerto Rico as of June 30,

2015, and the respective changes in financ¡al pos¡tion for the year then ended ¡n accordance w¡th

account¡ng pr¡nc¡ples generally accepted ¡n the Un¡ted States of America'



INDEPENDENT AUDITOR,S REPIORT (CONTINUED}:

Other Matters

Requ ¡ red Su pple me ntory I n¡ormat¡on

Accounting pr¡nc¡ples Senerally accepted ¡n the Un¡ted States of Amer¡ca requ¡re that the management's
discuss¡on and analys¡s and budgetary compar¡son ¡nformat¡on on pages 5 to 12 and 9 to 40 be
presented to supplement the basic financial statements. Such ¡nformat¡on, although not a part of the
basic f¡nanc¡al statements, ¡s requ¡red by the Governmental Account¡ng Standards Board, who considers
¡t to be an essential pan of financial reporting for plac¡ng the bas¡c financ¡al statements ¡n an
appropriate operat¡onal, econom¡c, or h¡stor¡cal context. We have applied certa¡n l¡m¡ted procedures to
the required supplementary ¡nformat¡on in accordance w¡th aud¡t¡ng standards generally accepted ¡n
the United States of Amer¡ca, wh¡ch consisted of ¡nquir¡es of management about the methods of
prepar¡ng the informat¡on and compar¡ng the ¡nformat¡on for cons¡stency w¡th management's responses
to our ¡nqu¡r¡es, the basic f¡nanc¡al statements, and other knowledge we obtained dur¡ng our audit of
the basic financ¡al statements. We do not express an op¡n¡on or provide any assurance on the
informat¡on because the l¡m¡ted procedures do not prov¡de us w¡th suff¡cient ev¡dence to express an
opin¡on or prov¡de any assurance.

Management has om¡tted ¡nformat¡on related to the Mun¡c¡pality proport¡onate share of net pens¡on
plan l¡ab¡lity of the employer retirement systems ¡nformat¡on that accounting pr¡nc¡ples generally
accepted ¡n the United States of Amer¡ca require to be presented to supplement the bas¡c f¡nanc¡al
statements. Such missing informat¡on, although nota partofthe bas¡cfinanc¡al statements, ¡s requ¡red
by the Governmental Account¡ng Standards Board who considers it to be an essent¡al part of the
f¡nancial reporting for placing the bas¡c financial statements in an appropr¡ate operational, econom¡c, or
h¡stor¡cal context. Our opin¡on on the bas¡c f¡nanc¡al statements ¡s not affected by th¡s missing
information.

Other lnformation

Our audit was conducted for the purpose of forming op¡n¡ons on the financial statements that
collect¡vely comprise the Mun¡c¡pal¡ty of Gurabo, Puerto R¡co's basic financial statements. The
accompany¡ng schedule of expenditures of federal awards is presented for purposes of addit¡onal
analysis as required by U.5. Off¡ce of Management and Budget C¡rcular A-133, Aud¡ts of Stotes, Locol
Governments, ond Non-Prof¡t Orgon¡zotions, and is not a requ¡red part ofthe bas¡c f¡nanc¡al statements.

Such ¡nformat¡on is the responsib¡l¡ty of management and was derived from and relate d¡rectly to the
underly¡ng account¡ng and other records used to prepare the basic financ¡al statements. The
¡nformat¡on has been subjected to the aud¡t¡ng procedures applied in the aud¡t of the basic financial
statements and certa¡n add¡tional procedures, ¡nclud¡ng compar¡ng and reconciling such ¡nformat¡on
directly to the underly¡ng accounting and other records used to prepare the basic financial statements
or to the basic f¡nanc¡al statements themselves, and other add¡t¡onal procedures ¡n accordance with
aud¡t¡ng standards generally accepted ¡n the Un¡ted States of America. In our op¡n¡on, the schedule of
expend¡tures of federal awards ¡s fa¡rly stated in all material respects ¡n relation to the basic financial
statements as a whole.



INDEPENDENT AUDITOtrS REPORT (CONTINUED}:

Other Report¡ng Requ¡red by Gover, ment Aud¡ting Standods

ln accordance wilh Government Aud¡ting Stondods, we have also issued our report dated March 15,

2016, on our cons¡deration of the Mun¡c¡pality of Gurabo ¡nternal control over financial reporting and

on our tests of its compl¡ance w¡th certa¡n prov¡s¡ons Of laws, regulatlons, contracts, and grant

agreements and other matters. The purpose of that report ¡s to descr¡be the scope of our test¡ng of

¡nternal control over f¡nancial report¡ng and compl¡ance and the results of that testing, and not to
provide an op¡n¡on on ¡nternal control over financ¡al reporting or on compliance. That report ¡s an

¡ntegral part of an audit performed in accordance wilh Government Auditing Stondords in considering

Mun¡c¡pal¡ty of Gurabo internal control over financial repon¡ng and compl¡ance.

Cados R. Díaz, CPA, PSC
L¡cense No. 275

Exp¡re December 1, 2018
March 15, 2016
Aguas Buenas, Puerto Rico

The stamp No. 199135 ofthe Puerto R¡co

Society of Certified Public Accountants was

affixed to the original ofthis report.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF GURABO

MANAGEMENTS DISCUSSION AND ANAIYSIS

Management of the Mun¡cipatity o¡ 6ur¿bo of the commonwealth of Puerto R¡co (the "Municipaliv'l
prov¡des this Mdnogemen(s üscussion ond Andlysis of the Mun¡c¡pality's bas¡c f¡nanc¡al statements as

an overview and analysis of the financ¡al activ¡t¡es of the Mun¡cipal¡ty for the f¡scal year ended June 30,

2015. We encourage readers to consider the information presented here in conjunct¡on with the

add¡t¡onal information that we have furnished in the accompany¡ng basic f¡nanc¡al statements.

FINANCIAT HIGHTIGHTS

o The Municipality's ¡n the Govermental Activ¡ties has reported assets and net pos¡t¡ve amount¡ng to

578,Lt2,72O and 520,607,718 respectively, in the accompany¡ng statement of net assets, of wh¡ch

the most s¡gnif¡cant assets are capital assets amounting to 557,016,783 (73 percent of totol

Municipolivs ossets).

. The Mun¡c¡apl¡ty in the same activit¡es has reported total liabilities amount¡ng to 555,066,748 ¡n the

accompanying statement of net assets, of wh¡ch the most siSnif¡cant liabilit¡es are bonds, notes and

other long-term debt amounting to s47,325,O5O (86 percent oÍ totol liabilities).

. The Municipality has reported total revenues amount¡ng to s31,021,388 ¡n the accompany¡ng

statement of activit¡es, for the F¡scal Year Ended June 30, 2015. The most sign¡ficant revenues

amounting in this statement are property taxes and munic¡pal licenses taxes and, sales and use tax

and construct¡on taxes amounties to s13,538,459 145 p ercent of total revenues) and 5t,5t3,o42 (17

percent of totdl revenuesr, respect¡vely.

. The Mun¡cipal¡ty has reported a net change ¡n net assets of revenues over expend¡tures amounting

to $9,129,414 in the accompany¡ng statement of act¡vities.

. The Mun¡cipality's governmental funds reported combined ending fund balances of 526,068,067

wh¡ch represent the fund balances of the general fund, other governmental funds and debt service

fund combined (all known as the Mun¡cipality's maior funds).

. The Municipali§ has reported a deficit for the general fund amounting to (S5,377,837)'

¡ The Municipal¡ty has reported an excess of revenues and other f¡nancing sources over expenditures

and other f¡nanc¡ng uses amount¡ng to 59,066,334 ¡n the governmental funds. Such amount

correspond to General Fund, debt serv¡ce and cap¡tal proyects fund.

OVERVIEW OF THE BASIC FINANCIAL SÍATEMENTS

The Mun¡c¡pality's f¡nancial statements include three components: (11 the government-wide f¡nancial

statements, (2) the fund financial statements, and (31the notes to the financialstatements (collectively

knourn as the bas¡c financial statements).



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

MANAGEMENTS DISCUSSION AND ANALYSIS

As OFJUNE 30, 2015

Government-wide Financial statements

fhe government-wide Íinonc¡ol stotements are des¡gned to provide readers w¡th a broad overv¡ew ofthe
Mun¡c¡pality's operations and f¡nance as a whole in a manner sim¡lar to private-sector business. These

statements prov¡de short-term and long-term information about the Mun¡c¡pal¡ty's financial posit¡on,

which ass¡st the Mun¡c¡pal¡ty's management to determ¡ne the economic cond¡t¡on at the end of the

fiscal year. These f¡nancial statements are prepared using the flow of econom¡c resources measurement

focus and the accrual bas¡s of accounting. This basically means that these financial statements follow

methods that are sim¡lar to those used by most bus¡nesses. They take ¡nto account all revenues and

expenses connected with the fiscal year ended June 30, 2015 even if cash involved have not been

received or paid. The government-w¡de f¡nanc¡al statements include: (11 the statements of net assets

and (21 the statement of act¡v¡ties.

Statement of Net Assets

The statement of net ossets presents all of the Mun¡c¡pal¡ty's assets and liabil¡t¡es, w¡th the difference

between these two ¡tems reported as "net assets" (equity). Over t¡me, increases or decreases ¡n the net

assets may serve as a useful ¡ndicator of whether the f¡nanc¡al pos¡tion of the Mun¡cipal¡ty ¡s e¡ther

improv¡ng or deter¡orat¡ng.

Statement of Activities

The statement of act¡vit¡es presents information showing how the Mun¡cipal¡ty's net assets changed

dur¡ng the fiscal year ended June 30, 2015. All changes ¡n net assets are reported as soon as the

underlying event giving r¡se to the change occurs, regardless of the t¡m¡ng of related cash flows. Thus,

revenues and expenses are reported ¡n this statement for some items that will not result in cash flows

unt¡l future f¡scal periods (such as uncollected taxes and earned but unused vacation leave). This

statement also presents a compar¡son between d¡rect expenses and program revenues for each function

of the Mun¡c¡pal¡ty.

Both of the abovement¡oned financial statements present all the governmental activ¡t¡es of the

Mun¡c¡pality, wh¡ch cons¡st mostly by taxes and intergovernmental revenues (such as federal grants).

Most services provided by the Mun¡c¡pality fall ¡nto this category, including culture and educat¡on,

general government, health and sanitat¡on, publ¡c safety, public housing and weffare, etc.

Fund Financial Statements

The Mun¡c¡pal¡ty's fund financial statements, which cons¡st of: (1) the balance sheet - governmental

funds and (21 the statement of revenues, expenditures and changes in fund balances - governmental

funds. These financial statements report the financial position and results of operat¡ons of the

Municipality's governmental f unds.

A fund ¡s a grouping of related accounts that is used to ma¡ntain control over resources that have been

segregated for specific act¡v¡ties or objectives.



COMMONWEAI-TH OF PUERTO RICO

MUNICIPALIW OF GURABO

MANAGEMENT,S DISCUSSION AND ANALYSIS

As OFJUNE 30, 2015

Fund F¡nanc¡al Statements (cont¡nued)

The Munic¡pality, like most other state and local governments, uses fund account¡ng to ensure and

demonstrate compliance w¡th f¡nance-related legal requirements. Each fund is considered an

¡ndependent fiscal ent¡ty accounted for w¡th¡n a set of self-balanc¡ng accounts that comprise its assets,

liab¡l¡ties, fund equ¡ty, revenue, and expenditures. Fund account¡ng segregates funds accord¡ng to the¡r

intended purpose and ¡s used to aid management ¡n demonstrat¡ng compl¡ance with legal, financial and

contractual prov¡sions.

The fund financial statements focus on: (1) individual parts of the Municipal¡ty's government and (2)

reporting the Mun¡cipality's operations ¡n more detail than the government-wide f¡nancial statements.

For financial reporting purposes, the Mun¡c¡pal¡ty classifies its funds within the following fund

categories: (1! general fund, (21 debt service fund, (3) special fund and (4) cap¡tal projects funds

(collect¡vely known as the "governmental funds").

Governmental funds are used to account for all of the services provided by the Municipality.

Governmental funds are used to account for essent¡ally the same functions reported as governmental

act¡v¡t¡es ¡n the governmental-wide financial statements. However, unlike the government-wide

f¡nanc¡al statements, governmental fund financial statements focus on near-term inflows and outflows

of spendable resources. They also focus on the balances of spendable resources available at the end of

the f¡scal year {June 30,2015}. This approach ¡s known as us¡ng the flow of current f¡nancial resources

measurement focus and the mod¡fied accrual basis of account¡ng. These statements provide a deta¡led

short-term v¡ew of the Mun¡cipal¡ty's f¡nances that assists in determ¡n¡ng whether there will be

adequate financ¡al resources available to meet the current needs of the Mun¡cipal¡ty, that is, evaluat¡ng

the Munic¡pal¡ty's near-term fi nanc¡ng requirements.

Because the focus of governmental funds is narrower than that of the government-wide financ¡al

statements, it is usefulto compare the fund ¡nformation presented for governmental funds with similar

information presented for governmental activ¡t¡es in the government-wide financial statements. By

doing so, readers may better understand the lon8-term ¡mpact of the Municipality's near-term f¡nancial

dec¡s¡ons.

Fof financ¡al report¡ng purposes the Municipal¡ty has three maior funds: (u the genefal fund (2) the

debt service fund and {31 loans and bonds funds.

Notes to the Basic Financial Statements

The notes to the basic financ¡al statements provide add¡t¡onal information that is essent¡al to a full

understanding of the data provided in the government-wide and the fund financial statements. The

notes to the basic financial statements can be found immediately following the bas¡c financial

statements.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

MANAGEMENT'S DISCUSSION AND ANATYSIS

As OFJUNE 30, 2015

Government-w¡de F¡nancial Statements Summary

As noted earl¡er, net assets may serve over time as a useful ¡nd¡cator of the Mun¡cipal¡ty's financ¡al

position. ln the case ofthe Mun¡c¡pality, assets exceeded liabilities by 520,607,718 at June 30, 2015.

As previously discussed, by far the largest portion of the Municipality's net assets reflect íts ¡nvestment

in capital assets (e.g., land, buildings, machinery equipment and all other property), less any related

debt used to acqu¡re those assets that is still outstand¡ng. The Munic¡pality uses these capital assets to
prov¡de services to c¡t¡zens; consequently, these assets are not available for future spend¡ng. Otherwise,

Municipal¡ty's Basic Financ¡al Statement, not present ¡ncrease ¡n cap¡tal actives and acrued depreciat¡on

expenses, because al the time prepare the financ¡al statement, Mun¡c¡pal Admin¡strat¡ve was

reevaluat¡ng act¡ves files to stabl¡sh of capital¡zation. The following ¡s a condensed presentat¡on of the

Municipal¡ty's financ¡al pos¡t¡on and results of operations, as reported ¡n the government-wide financial

statements:

Condensed statement of Net Assets:

Current assets

Cap¡tal assets

Total assets

Current liab¡lities
Non-current liab¡l¡t¡es

Total liab¡lities

Deferred ¡nf,ows of resources:
Deferred municipal taxes

Net assets/(l¡abilit¡es):
Net investment in capitalassets
Restricted
Unrestr¡cted

June 30. 2014

s19,917,98s
s8,285.762

78,203,747

t7 ,912,256
45.309,559

6?.22L,4L5

1.891.443

18,818,409

9,ta4,846
114.912.7 661

s_13.090.4E9

June 30, 2015

5 2L,O95,937

57 ,016.7A3

7a,tL2.720

7 ,7 4t,698
47,32s.050

55,065,7¿l8

?,448.254

78,499,493
L6,289,7t7

(t7,915,337].

s2o,§p¿f,$Total net assets

An add¡tional port¡on of the Municipality's net assets (1 percentl represents resources that are subiect

to restr¡ct¡ons on how they may be used. At the end of the current fiscal year, the Municipal¡ty has

reported positive balances ¡n two categor¡es of net assets.



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

MANA6EMENT,S DISCUSSION AND ANALYSIS

As OTJUNE 30, 2015

Condensed Statement of Act¡vities:
Revenues:

Program revenues:

Charges for services
Operat¡ng grants and contr¡but¡ons
Capital grants and contr¡but¡ons

General revenues:
Property taxes
Mun¡cipal l¡cense taxes

Sales and use taxes

Construction exc¡se tax
Grants and contribut¡ons
lnterest, fines and penalt¡es

Rent
Other

Total rarenues
Exp€nses:

General government
Publ¡c safety
Public works
Recreation
Health and welfare
Family and social development
Economic development
lnterest on long-term debt

Total expenses

Change ¡n net pos¡t¡on before special item

Spec¡al ltem, gain on sale of land

Changes ¡n net pos¡t¡on after special ¡tem

Net assets - at beg¡nning of year

Net assets - at end of year

June 30, 2014

s 7s,249
3,s35,021
2,206,646

9,976,t37
2,937 ,9s9
2,247,59L
1,981,653
4,729,9t2

1s0,950
202,477
137,680

28.Lm,275

75,280,279
1,415,888
2,759,72s

477 ,575
2,583,366

491,836
1,536,190

873.925
25,4t8,824

2,70t,45r

June 30, 2015

s 12,1s0
2,113,897
t,226,223

10,854,988
2,783,47t
2,529,430
1,003,612
5,401,690

2A6,657
203,t57

4.606.113
31,021,388

7L,982,2tO
L,a36,724
3,814,304
1,184,5s9
2,443,247

552,877

680,478
997 .575

21,49L,974

7,529,4L4
1.600.000

9,129,414
LL,47A304

520.ñ7,7t8

2,701,451
10.389.038

S13,090,489

Fund F¡nancial statements Summary

As discussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance w¡th

finance-related legal requirements.Governmental Funds -Thefocusof the Munic¡pality's governmentol

funds is to prov¡de information on near-term inflows, outflows, and balance of spendable resources.

Such ¡nformation is useful in assess¡ng the Mun¡c¡pality's financing requirements. ln particular,

unreserved fund balonce may serve as a useful measure of a government's net resources available for

spending at the end of fiscal year. The following is a condensed presentation of the Mun¡cipal¡ty's

balance sheet and results of operations of governmental funds:



COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF GURABO

MANAGEMENTS DISCUSSION AND ANATYSIS

As OF JUNE 30, 2015

condensed Balance sheet - Governmental funds:

TotalAssets - Maior Funds

Total Assets - Nonmajor Funds

Total assets

Total L¡ab¡l¡t¡es - Major Funds

Total L¡ab¡l¡t¡es - Nonmajor Funds

Total l¡ab¡l¡t¡es

Deferred inflows of resources

Fund Balances - Major Funds

Fund Balances - Nonmajor Funds

Total Fund Balance

Total l¡ab¡l¡t¡es, deferred inflows of resourses and
fund balance

Condensed Statement of Operat¡ons - Governmental funds:

Total Revenues - Major Funds

Total Revenues - Nonmajor tunds
Total revenues

Total expend¡tures - Major Funds

Total expenditures - Nonmajor Funds

Total expend¡tures

Excess (deficiency) of revenues over (under) expenditures
Other financing sources (uses) Malor
Other financing sources (uses) Nonmajor
Special item, proceed from sales of land

Expenses Over Revenues - Major
Revenues Over Expenses - Nonmajor

FUND BATANCE (DEFICIT} AT BEGINNING OF YEAR

FUND BATANCE (DEFICIT} AT END OF YEAR

6.850,655 5.75L,707

2,086,149 5,033,107
(1.450,318) (3.377.396)

f63s.83u 8,410.503

wE@ §26p6E-062

525,762,s66 S28,006,535
2.357.709 3,352,270

28.L20.275 31,358.805

June 30, 2014

s23,379,486
1.912.951

§25.292.437

518,604,980
462.633

19,067,613

34,O79,634
2.375.324

36.394.958

(8,274,683\
L,679,O39

(6,s78,038)
(17,606)

5,963,67t
5_{631J2}

June 30, 2015

52t,730,256
4.337 .8tL

52006&062

5L0,945,442
960.415

11,905,857

23,457,312
3.835.159

27,292.471

4,066,334
3,402,906

.22,906l.
1.600.000

9,552,t29
(s0s,79s)

(63s,831)

s 8.410.503
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COMMONWEATTH OF PUERTO RICO

MUf{ICIPAUTY OF GURABO

MANAGEMENTS Í»SCUSSION AND ANAIYSIS
As OF JUNE :1,0, 2015

Capital Assets

The Municipal¡ty has invested 585,753,353 ¡n cap¡tal assets used ¡n governmental act¡vities, which have

an accumulated depreciat¡on and amortization of $29,735,570 at June 30, 2015. The net cap¡tal assets

¡ncreased dur¡ng the current fiscal year due to the current f¡scal year capital add¡tions $!I+1,205, which

were partially offset by the deprec¡ation and amortizat¡on expense.

Debt Adm¡n¡strat¡on

The Mun¡c¡pal¡ty finances a s¡gnificant port¡on of its construct¡on activit¡es through bond and note

¡ssuances, and through state and federal grants. The proceeds from bond issuances designated for

construct¡on activit¡es are committed ¡n its entirety for such purposes and cannot be used for any other

purposes.

At Junce 30, 2015 the Munic¡palvs total bonded debt amounted to 5¡18,033,015, cons¡st¡ng of bonds

and notes payables. Such debt is backed by the full faith and credit of the Municipality.

Flnancial Contact

The Munic¡pal¡ty's financ¡al statements are designed to present users (cit¡zens, taxpayers, customers,

investors and creditors) with a general overview of the Municipali§'s finances and to demonstrate the

Municipality's accountability. lf you have questions about the report or need addit¡onal f¡nancial

informat¡on, contact the Municipal¡ty's Chief Financ¡al Officer on the 2"d. floor of the Gurabo C¡ty Hall,

Gurabo, Puerto R¡co.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

STATEME'{T OF NEf POSrfION

As OFJUNE 30,2015

ASSETS

Cash in bank

Cash with fiscal agent
Accounts receivable:

Property tax
sale and usage tax
Government agencies

Cap¡talassets, net

Total Assets

LIABITITIES

Accounts payable and accrued expenses

Advances from federal agencies

Due to other agencies
Long-term debt:

Due within one year
Due in more than one year

Total Liab¡l¡ties

DEFERRED INFTOWS OF RESOURCES

Deferred mun¡cipal taxes

NET POSITION

Net ¡nvestment in cap¡talassets
Restricted for:

Debt service

Cap¡tal proiect
0ther purpose

Unrestr¡cted

Total Net Pos¡t¡on

PRIMARY GOVERNMENT

GOVERNMET'ITAL

ACTIVITIES

S 1,458,293

13,5,48,500

3,499,088

364,247

2,23t,809
57 .016,783

78,7L2,720

2,747 ,7t8
3s,089

L,442,89!

3,516,000
47 3?5§50

55,066.7¿18

2.448,254

L8,499,493

6,986,723
8,000,131

L302,463
(17.915.537)

s-.Wf,_18

The accompany¡ng notes are an integral part ofthese f¡nanc¡alstatements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUTV OF GURABO

SfATEMEfvf OF ACIfVMES

FoR THE YEAR E DEDJU E:IO,2015

PROGRAI\I REVENUES

FUNCTIONS AND PROGRAMS

Governmental activities:

General adm¡nistration
Public safety
Educat¡on and recreat¡onal

Public works and sanitation
Health and welfare
Family and social development
Econom¡c development
lnterest

Total governmental act¡vit¡es

General revenue:
Taxes:

Property taxes
Mun¡c¡paltax
Sale and usage tax
Construction exc¡se tax

Grants and entitlements
Rent
lnterest
Other

Totalgeneral revenues

Changes in net position before
special item

Spec¡al item:
Gain on sale of land

Changes ¡n net pos¡t¡on

Net position at beg¡nn¡ng, as restated

Net pos¡t¡on at end

s 366,s39

s12,1s0 161,L49

L,320,377
227,472
38,360

CHARGE OPERATING

FOR GRANTS AND
SERVICES COMTRIBUTIONS

CAPITAL

GRA'{TS AND
CONTRIBUIIONS

NEf
(D(PENSE)/

REVENUE

s(11,982,210)
(1,470,185)
(1,011,260)

(2,588,081)

11,722,87O1
(32s,40s)
(il2,118)
$97.s7s],

EXPET{SES

s(11,982,210)
11,836,7241
(1,184,559)
(3,814,3O1)
(2,443,247l-

1s52,8771
(680,478)

|B97,5751

s(23,491,974)

9L,226,223

s1¿150 s2J13t97 s1.226.223 120.139.7041

10,854,988
2,783,47L
2,529,430
1,003,612
5,¿101,690

203,L57
286,6s7

4,606.113

27 .669.tL8

7,529,4L4

1.500.(x)o
9,r29,4L4

r1.478.304

s 20.607J18

The accompanying notes are an ¡ntegral part of these f¡nanc¡al statements.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

BALANCE SHEEr

GovERNMEiraL FUNDs

As OFJUNE 30, 2015

MAIOR FUNDS

GENERAI.

FUND

I 30,861

1,9to,762
253,747
/t69,310

1,703,401

s4,36qu1

DEBT

SERVICE

FUNOS

s 7,627,s69

1,588,326
114¡60

\324342

BONDS FUNDS

s 894,237
5,815,201

FUNDS

s s33,19s
ttt,730

434,157
3.258,729

s4,$¿8[

FUNDS

s 1,4s8,293
13,5¡tt 50O

3,499,088
3§,247

2,23\aO9
4,962.1 O

s26,0@062

OTHER TOTAL

LOANSANO GOVERNMEI{TAL GOVERNMENTAI.

assEfs:
cásh:

Cash in bank
cash with fiscal atent

Re.e¡vable§:
Prop€rty taxes
Sale tax
Due from other governmental agencies
Duefrom other funds

Total Asséts 10,652.692 §6,709,!t3E

UABILITIE' DEFERRED INFLOWS OF RESOURCES AND FUND BA¡.ANCE:

L¡ab¡l¡t¡es:

Accounts payable and accrued expensés S 1,7940q,
Bonds payable

lnterest payable

Due to othe¡ fund
Due to other toveññent
Adydnces from federal agenc¡es

unavailable income

Total L¡ab¡lit¡es

oeferred ¡nflows of resources:
Deferred municipeltax
Deferred property taxes

Fund Ealance (detrc¡t)

Restr¡.ted for:
Debt service
Gpital pro¡e.t
Other purpose
Unassitned

Totál Fund Ealance (deñcit)

Totál Liab¡lit¡es ánd Fund Balance

6.495.524

2444,254
1.802.076

4,250.330

6s77.A371

2,O74,5?3

1,302,863

3,254,724
\442,491

S t,472,ooo
865,632

L324342

3.665.974

1,501.!77

1,501,3?7

5,445346

s 783,840

5 s,764

919,562

35,089

I r,799,773
7,472,W

865,632
4,962,130
\4,2,491

3s,08s
1,t28,342

11.905.E57

2A8,254
3.303.453

s,751.707

5,/85,346
8,(n0,131
1,302,853
16,377,A371
8,410.503

s2006&o6z

783,840 960.415

5925,598

16.177,A371 5,¡45,:¡46

s 4,368,121 10.65¿692

s.925.598

s6.7(D.4:l8

1.377,396

s433¿8rr

The accompany¡ng notes are an ¡ntegral part of these f¡nanc¡al statements.

15



COMMONWEALTH OF PUERTO RICO

MUNICIPAIITY OF GURABC'

REcoNcrLraÍoN OF THE GovERNMENTAI FUNDS

BATA cE SHEET To THE STATEMENf OF NET POS]TION

As OFJUNE 30, 2015

Fund Balances in Gorrernmental Funds 5 4,675,4s8

Amounts reported for Governmentol Activ¡ties in the Stotement of Net
Position ore d¡Íferent becouse:

Cap¡tal assets used in governmental activit¡es are not f¡nancial

resources and therefore are not reported ¡n the funds. 57,22a,727

Deferred amounts in the Eovernmentalfund f¡nancia I statements:
Propertytax 3,303,453

unearned revenue 7,329,342

Long-term liabilities are not due and payable ¡n the current period

and therefore are not reported in the funds:
Bonds and notes payable (46,561,015)

Accrued interest (82,313)

compensated absences lL,9l2,4tL\
Due to Heath lnsurance Administration $95'6241

Total net pos¡t¡on ¡n statement of net position 517p85É12

The accompanying notes are an integral part ofthese financ¡al statements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF GURABO

STATEMENTS OF REVENUES, ExP€NDlruREs

AND CHANGES IN FUND BATANCE4OVERNMEI{TAT FUNDS

FoRTHE YEAR ENDEDJUNE 30, 2015

MAIOR FUNDS

Revenues:
Taxes:

Property taxe5

Munic¡paltax
Sáles and usage táx
Construdion exc¡se taxes

Grants and ent¡tlements
Rentalincome
lnterest
Other

Total Revenues

Expeñditure.:
6eneral ad m i nistration
Publ¡c safety
Educat¡on and recreational

Publ¡c works and sanitation
Health and welfare
Fam¡ly and soc¡al development
Economic development

Totalexpenditures

Excess of Reveñue over Erpenditures

Other finan.¡nt sources (uses):

Operat¡ng transfer from other funds

Operating transfer to other funds

Proceed form loan

Tota I other financ¡ng sources

spec¡al ¡tem:
Proceed from sales of land

53,3s2,270
s 198,000

S s,681,9s1
2,743,47t
7902,704
t,o03,612
5,389,540

t7,307
282,942

4.606.1]4

21,667.641

11,596,690

427,676
3,130,590

807,653
470,066
265,260

DEBT

6ENERAI. SERVICE

FUND FUNDS

OTHER

IOANSAND GOVERNMET{TAL

BONDS FUNDS FUNDS

TOTAI.

GOVERNMENTAI.
FUNDS

s11,192,40s
2,7a3,417
2,529,429
1,OO3,6t2
a,7 4t,870

215,307
246,657

4.606.1!4

31.358,805

11,696,690
1,725,704

454,846
5,231,955
2,394,409

475,768
680,478

2,691,s43
t.937.O7a

27.292.471

S5,s10,454

626,725

3,775

t1.'142.970 4.304.486

3.924.731 1.836.408

454,334 909,130

17,024,8641 (4s4,334)

6.140.894 198.000

1,085,781

74t,543
142.592

1.409.916

226,394

187,?s4l
3.380.000

3.518.540

t.27t.976 (482.889) 4.066.334

3.352.270

780,669
27,230

1,015,584
1,590,756

5,702
475,2r8

Debt service:

Princ¡pal 2,550,000

tnterest 1,754.446

3.835.159

122,906],

1.s89,858
(1,589,858)

3,380.000

t22,9O6) 3.380,000454.796

Excess of revenues and other financiñg
sources ovef (under) expenditu.es añd

other finánciñg sources 4,954,2OL 2,297,204

Fund balance beginning ofyear, as restated f11.332,038) 3.794,142

(s70.s30)

1.600.000 1.600.000

2,306,724

3.618.874

s5p?ré98

(s0s,79s) 9,046,334

3.883.191 f635.831)

53.377.39! Si.4-10é03Fund balance at end of sl6¡7¿837) §5.485,346

The accompanying notes are an ¡ntegral part of these f¡nancial statements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAUTY OF GURABO

REcoNcrLhnoN OF THE STATEMENT OF REvENuEs, ExPENDlruREs

^*'1il::'#i;Ii:l#'#3J^u;lTlT'*
FoR THE YEAR ENDEoJUNE 30, 2015

Net change ¡n fund balances - total governmental funds S 5,312,289

Amounts reported for Governmentol Adiv¡ties ¡n the Stotement of Activ¡t¡es

ore different becouse:

Governmentalfunds report capital outlays as expenditures. However, ¡n

the statement of activities and chan8es in net posit¡on, the cost ofthose
assets ¡s allocated over their estimated useful lives and reported as

deprec¡at¡on expense. Th¡s is the amount of cap¡tal assets recorded in

the current period. 2,453,952

Deprec¡at¡on expense on cap¡tal assets ¡s reported in the statement of
act¡vities, but they do not require the use of current financ¡al resources.

Therefore, depreciat¡on expense is not reported as expenditures ¡n

governmental funds. (2,tLO,747!.

Governmental funds report princ¡pal payments on long-term debt as

expenditures, whereas the pr¡nc¡pal payments reduce the long-term debt
in the statement of net position. 2,691,543

Governmental fund report proceeds from loans as other financial sources,

whereas the proceed from loan increase the long term debt in the
statement of net pos¡t¡on. (3,380,000)

changes in accrued expenses which do not require the use of current
f¡nancial resources:

Deferred property tax 11,665,7591

Unavailable revenue 1,328,342

lnterest 939,503

Compensating absences (256,437].

Charms and iudsement 82,682

Chonges in Net Position of Governmentol Activities 51195,358

The accompany¡ng notes are an integral part of these f¡nancial statements.
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF GURABO

NofEs To THE FINA clAL STATEME'{TS

JUNE 30,2015

1. ORGANIZATION AND REPORTING ENTITY

ORGANIZATION:

The Mun¡c¡pal¡ty of Gurabo (the Municipal¡ty) was established ¡n 1826. The Mun¡c¡pal¡ty ¡s a pol¡tical

and legal ent¡ty w¡th full leg¡slat¡ve and adm¡nistrat¡ve facult¡es ¡n every affa¡r of municipal character,

with perpetual success¡on, existence and legal personality separate and independent from the
government of the Commonwealth of Puerto Rico.

The mun¡c¡pal government ¡s comprised of the execut¡ve and legislative bodies, which are elected
every four years in the Puerto R¡co general elect¡ons. The execut¡ve power is exercised by the Mayor
and the leg¡slat¡ve power by the Mun¡cipal Leg¡slative Body, which has s¡xteen members.

The Mun¡c¡pal¡ty prov¡des the following services to its community: health, publ¡c works, educat¡on,
publ¡c safety, housing, commun¡ty and soc¡al services, welfare, culture and recreat¡on, as well as

many other general and adm¡nistrative serv¡ces.

Report¡ng entity

A report¡ng entity cons¡sts of the primary government, component units, and other organ¡zat¡ons

that are ¡ncludedto ensure that fina nc¡a I statements are not m¡slead¡ng. The primary government of
the Municipal¡ty consists of all funds and departments that are not legally separate from the
Munic¡pality. For the Mun¡c¡pality, this includes var¡ous serv¡ces ¡ncluding police protection,

recreat¡on (¡nclud¡ng parks), street ma¡ntenance and repair, sanitat¡on, and general adm¡n¡strat¡ve

serv¡ces. The operation of each of these act¡v¡t¡es ¡s d¡rectly controlled by Munic¡pal¡ty Legislative

Body through the budgetary process.

Component units are legally separate organizations for wh¡ch the Munic¡pal¡ty ¡s f¡nancially
accountable. The Mun¡c¡pal¡ty has no component un¡ts.

SUMMARY OF 516NIFICANT ACCOUNTING POLICIES

The account¡ng and reporting policies of the Mun¡c¡pality relat¡ng to the funds included ¡n the
accompanying basic f¡nanc¡al statements conform to account¡ng pr¡nc¡ples generally accepted ¡n the
Un¡ted states of Amer¡ca applicable to state and local governments. Generally accepted account¡ng
principles for local governments ¡nclude those pr¡nc¡ples prescribed by the Governmental Accounting
Standards Board (GASB), the Amer¡can lnst¡tute of Certified Public Accountants ¡n the publicat¡on

ent¡tled Aud¡ts of State and Local Governmental Un¡ts and by the Financial Accounting Standards

Board (when applicable). The more significant policies ofthe Munic¡pality are described below.
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COMMONWEALTH OF PUERTO RICO

MUNICIPAL¡TY OF GURABO

NorEs To THE FlNANclAt STATEMENTS (Cot{TlNuED}

JUNE 30,2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUEOI

Government w¡de and fund financ¡al statements

fhe government-wide f¡nonc¡ol stotements (¡.e., the statement of net posit¡on and the statement of
changes in net pos¡tion) report ¡nformation on all the activ¡ties of the primary government and its

component un¡ts. For the most part, the effect of interfund act¡v¡ty has been removed from these

statements. Governmental activit¡es wh¡ch normally are supported mainly by taxes and

intergovernmental revenues are reported separately from business-tyPe act¡v¡t¡es, wh¡ch rely to a

s¡gnificant extent on fees and charges for support. L¡kew¡se, the primary government is reported

separately from certain legally separate component un¡ts for which the primary government is

f¡nanc¡ally accountable.

The statement of activ¡t¡es demonstrates the degree to which the direct expenses of a g¡ven funct¡on

or segments are offset by program revenues. D¡rect expenses are those that are clearly ident¡f¡able

w¡th a spec¡f¡c function or segment. ProgÍam revenues include a) charges to customers or applicants

who purchase, use, or d¡rectly benefit from goods, serv¡ces, or priv¡leges provided by a g¡ven function

or segment and b) grants and contribut¡ons that are restr¡cted to meet¡ng the operational or capital

requ¡rements of a particular function or segment. Taxes and other items not properly included

among program revenues are reported ¡nstead as general revenues.

The fund finonciol stotements segregate transactions related to certain functions or act¡vities in

separate funds ¡n order to aid financial management and to demonstrate legal compliance. These

statements present each major fund as a separate column on the fund f¡nancial statements; all non-

major funds are aggregated and presented ¡n a s¡ngle column.

The Municipality reports the follow¡ng major governmental funds:

General Fund

Th¡s ¡s the operat¡ng fund of the Municipality and accounts for all financial resources, except

those required to be accounted for in another fund.

Debt Serv¡ce Fund

This fund is used to account for the accumulat¡on of resources from add¡t¡on property tax and

sales and use tax for and the payment of, general long-term debt pr¡nc¡pal, interest and related

cost.

Loans and Bond - Funds

The fund accounts for proceeds and d¡sbursements from general obl¡gat¡ons for capital project

and operat¡ng expenses.

1)

2l

3)



COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF GURABO

NorEs To THE FINANoAL SrarEMEMrs (CoNTINUED)

JUNE 30, 2015

2. SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUEDI

Measurement focus, basis of accounting

The government-w¡de Statement of Net Position and the Statement of Act¡vit¡es, are presented

us¡ng the econom¡c resources measurement focus and the accrual bas¡s of accounting. Revenues are

recorded when earned and expenses are recorded at the t¡me the liab¡lity is incurred, regardless of
the t¡m¡ng of related cash flows. Property taxes are recognized as revenues in the year for which they

are levied. Grants and similar ¡tems are recognized as revenue as soon as all el¡gib¡l¡ty requirements

imposed by the provider have been met.

The governmental fund financial statements are presented us¡ng the current f¡nancial resources

measurement focus and the modified accrual bas¡s of account¡ng. Revenues are recognized as soon

as they are both measurable and available. Under this method revenue are cons¡dered to be

available when they are collect¡ble w¡th¡n the current per¡od or soon enough thereafter to pay

l¡ab¡lit¡es of the current per¡od. For th¡s purpose, the government cons¡ders revenues to be available

¡f they are collected with¡n 90 days (except property taxes that are 60 days) of the end of the current

f¡scal period. Expend¡tures generally are recorded when a liability is incurred, except for debt

serv¡ce, compensated absences and claims and judgments expenditures which are reported when

payment is due.

Property taxes, franchise taxes, licenses, and ¡nterest assoc¡ated with the current fiscal period are all

cons¡dered to be suscept¡ble to accrual and so have been recognized as revenues of the current f¡scal

per¡od. Only the portion of spec¡al assessments rece¡vable due within the current fiscal period is

considered to be susceptible to accrual as revenue of the current per¡od. All other revenue ¡tems are

cons¡dered to be measurable and ava¡lable only when cash is received by the government.

As a general rule the effect of interfund act¡v¡ty has been eliminated from the government-wide

financ¡al statements. Amounts reported as program revenues ¡nclude 1) charges to customers or

appl¡cants for goods, serv¡ces, or pr¡vileges provided, 2) operating grants and contr¡but¡ons, and 3)

cap¡tal grants and contribut¡ons, including special assessments. lnternally ded¡cated resources are

reported as general revenues rather than as program revenues. Likew¡se, general revenues include

alltaxes.

When both restricted and unrestr¡cted resources are available for use, ¡t is the government's pol¡cy to
use restr¡cted resources f¡rst, then unrestr¡cted resources as they are needed.

Cash, cash equivalents, cash with f¡scal agent and investment

The Munic¡pality's finance d¡rector ¡s responsible for invest¡ng ava¡lable resources. The Mun¡c¡pality ¡s

restricted by law to invest only ¡n savings accounts and cert¡ficates of depos¡t with banks qual¡fied as

a depos¡tory of public funds by the Puerto R¡co Treasury Department (PRTD) or ¡n ¡nstruments of the

Government Development Bank for Puerto R¡co (GDB). The Munic¡pality's pol¡cy is to invest any

excess cash ¡n ¡nterest bearing depos¡ts with ¡nstitutions qual¡fied by the PRTD. Earn¡ngs from these

funds are recorded ¡n the corresponding fund as ¡nterest ¡ncome.
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF GURAEO

NorEs To THE FTNANGTAI STAfEMENTS (coMnNUED]

JUNE :¡0, 2015

SUMMARY OF StGNtFtCANT ACCOUNTING POUCIES (CONTINUEDI

cash, cash equ¡valents, cash w¡th fiscal agent and ¡nvestment (Cont¡nuedl

Cash with fiscal agent ¡n the governmental fund consists of unused proceeds from bonds and notes

issued for the acqu¡s¡t¡on and construct¡on of major cap¡tal ¡mprovements. Cash w¡th f¡scal agent in

the debt service fund represents spec¡al add¡t¡onal property tax collections reta¡ned by the
Commonwealth of Puerto R¡co and restr¡cted for the payment of the Municipality's debt service, as

established by law.

Pursuant to the Statement of lnvestment Guidelines for the Government of the Commonwealth of
Puerto R¡co the balances deposited ¡n commercial banks by the Munic¡pality are ¡nsured by the

Federal Deposit lnsurance Corporat¡on (FDIC) generally up to a max¡mum of 5250,000 per depositor.

ln add¡tion, public funds deposited in commercial banks by the Mun¡c¡pal¡ty are fully collateralized
for the amount in excess of federal depos¡tory insurance. All securities pledged as collateral are

held by agents des¡gnated by the Commonwealth's Secretary of Treasury but not in the
Mun¡c¡pal¡hy's name. Depos¡ts with GDB are uninsured and uncollateral¡zed and thus represent a

custod¡al cred¡t risk, because ¡n the event that th¡s f¡nanc¡al inst¡tut¡on fa¡ls, the Mun¡c¡pality may

not be able to recover these depos¡ts.

The GDB'S l¡qu¡d¡ty was adversely affected by a s¡gn¡f¡cant ¡ncrease ¡n credit spreads for obl¡gat¡ons

of the Commonwealth and ¡ts publ¡c corporat¡ons, the Commonweahh's l¡mited capital market

access, and a sign¡ficant reduction of liquidity ¡n the local Puerto R¡co cap¡tal markets. Then, the
credit rating downgrades could further adversely affect the GDB'S l¡guid¡ty. However, no losses

related to defaults by GDB on depos¡t transactions have been incurred by the Mun¡c¡pal¡ty through

June 30,2015.

The Municipality cons¡ders all ¡nvestments with an orig¡nal matur¡ty of three months or less to be

cash equ¡valents.

lnterfund rece¡vables and payables

Activ¡t¡es between funds that are representative of lending/borrowing arrangements outstand¡ng at

the end of the fiscal year are referred to as e¡ther due to/from other funds (i.e., the current port¡on

of interfund loans) or advances tofrom other funds (¡.e., the non-current port¡on of ¡nterfund loans).

lnterfunds rece¡vables and payables with¡n the governmental act¡vities are el¡m¡nated ¡n the
statement of net pos¡t¡on.

cap¡tal assets

Capital assets, wh¡ch ¡nclude property, plant, equipment, and infrastructure (which is normally

immovable and of value only to the Mun¡c¡pality, such as roads, br¡dges, streets sidewalks, and

dra¡nage system), are reported ¡n the appl¡cable governmental columns in the government-w¡de

financ¡al statements. The Municipality elected not to cap¡talize ¡nfrastructure acquired before the
implementation date of GASB 34 (June 30, 2003).
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF GURABO

NorEs To THE Fl[aNoAt STaTEMENTs (Co?{nNUED)

JUNE 30, 2015

SUMMARY OF STGNIFICANT ACCOUNTING POLICIES (CONTINUEDI

Capital assets (Continuedl

Capital assets purchased or acqu¡red are carr¡ed at historical cost or estimated h¡stor¡cal cost.

Contributed assets are recorded at fair market value as of the date donated. Additions,

¡mprovements and other capital outlays that s¡gn¡f¡cantly extend the useful life of an asset are

capitalized. Other costs incurred for repairs and ma¡ntenance are expensed as ¡ncurred. When

h¡stor¡cal cost ¡s not ava¡lable it is estimated us¡ng historic sales of the year of the acqu¡s¡t¡on of the

related capital assets.

Deprec¡ation in cap¡tal assets ¡s calculated on the stra¡ght-line basis over the following estimated

useful lives:

Bu¡ld¡ng

Equ¡pment
lnfrastructure
Building improvements
Furn¡sh¡ng

Computer
Vehicles

40 years

5 years

40 yea rs

40 years

5 yea rs

3 years

5 years

The Mun¡cipality dec¡des when to capital¡ze an as§et us¡ng a capitalization threshold of 525.

lmpa¡rment of Cap¡tal Assets

The Municipality periodically evaluates long-term assets for ¡mpa¡rment in accordance w¡th GASB

statement No. 34, lBasrc F¡nonc¡ol stotements - ond Monogement's Discuss¡on ond Anolysis - for
stote ond Locol Governments)and GASB No.42, (Accounting and F¡nonc¡ol Reporting for lmpoirment

of Copitot Assets and for lnsuronce Recoveries Governments) are required to evaluate prom¡nent

events or changes in c¡rcumstances affecting cap¡tal assets to determ¡ne whether ¡mpa¡rment of a

cap¡tal asset has occurred. Such events or changes in c¡rcumstances that may be indicative of

¡mpa¡rment include evidence of physical damage, enactment or approval of laws or regulat¡ons or

other changes in environmental factors, technological changes or evidence of obsolescence, changes

in the manner or duration of use of a cap¡tal asset, and construct¡on stoppage. A capital asset

generally should be considered ¡mpa¡red if both (a) the decl¡ne in service utility of the capital asset is

large in magn¡tude and (b) the event or change ¡n circumstance is outside the normal life cycle of the

cap¡tal asset.
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SUMMARY OF SIGfIIIFICANT ACCOUNTING POttCIES (CONTINUED}

lmpaired capital assets that w¡ll no longer be used by the government should be reported at the

lower of carrying value or fair value. lmpa¡rment losses on cap¡tal assets that w¡ll continue to be

used by the government should be measured us¡ng the method that best reflects the diminished

serv¡ce utility of the capital asset. lmpairment of cap¡tal assets w¡th phys¡cal damage generally

should be measured using a restoration cost approach, an approach that uses the est¡mated cost to
restore the capital asset to ¡dentiñ/ the portion of the h¡storical cost of the cap¡tal asset that should

be written off. lmpairment of cap¡tal assets that are affected by enactment or approval of laws or

regulations or other changes in environmental factors or are subject to technolog¡cal changes or

obsolescence generally should be measured using a serv¡ce units' approach, an approach that

compares the serv¡ce units provided by the capital asset before and after the ¡mpairment event or

change in c¡rcumstance. lmpa¡rment of capital assets that are subject to a change ¡n manner or

duration of use generally should be measured using a service units'approach, as descr¡bed above,

or us¡ng deflated deprec¡ated replacement cost, an approach that quant¡fies the cost of the service

currently be¡ng prov¡ded by the cap¡tal asset and converts that cost to histor¡cal cost.

Fund balance

Pufsuant to the provisions of GASB 54, the fund balances amounts are reported as no spendable,

restricted, committed, assigned and unassigned, based on the relative strength of the constraints

that control how specif¡c amounts can be spent, as descr¡bed follows:

,, No spendable - Represent resources that cannot be spent readily with cash or are legally or

contractually requ¡red not to be spent, including but not l¡mited to ¡nventories, prepa¡d

¡tems, long-term balances of loans and notes rece¡vable.

.:. Restricted - Represent resources that can be spent only for the specific purposes stipulated

by constitutional provisions, external resource prov¡ders (externally ¡mposed by cred¡tors or
grantors), or through enabl¡ng leg¡slation (that is, leg¡slation that creates a new revenue

source and restrict ¡ts use). Effectively, restrict¡ons may be changed or lifted only with the

consent of resource providers.

.1. Comm¡tted - Represent resources used for spec¡fic purposes, imposed by formal act¡on of

the ent¡¡y's highest level of decision making authority (govern¡ng body through resolut¡ons)

and can only be changed by similar resolutions, no later than the end of the fiscal year'

.i Assigned - Represent resources intended to be used by the ent¡ty for specific purposes but

do not meet the cr¡teria to be classified as restr¡cted or committed (generally resolut¡ons

approved by the governing body). lntent can be expressed by the govern¡ng body, or by an

official or body to wh¡ch the govern¡ng body delegates author¡ty ¡n conform¡ty w¡th the by-

laws of the Authority. ln governmental funds other than the general fund, assigned fund

balance represents the rema¡n¡ng amount that is not restr¡cted or comm¡tted.
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Fund balance (Continued)

* Unass¡sned - Represent the res¡dual class¡ficat¡on forthe ent¡¡y's Eeneral fundandincludes
all spendable amounts not conta¡ned in the other class¡ficat¡ons. ln other funds, the
unassigned classificat¡on ¡s used only to report a deficit balance result¡ng from overspending

for specific purpose for which amounts had been restricted, committed, or ass¡gned.

R¡sk financing

The Municipality carr¡es ¡nsurance to cover casuahy, theft, tort claims and other losses. Cost of
insurance pol¡cies for the year ended June 30, 2015 amounted to 5413,824. The current ¡nsurance

policies have not been cancelled or term¡nated. ln addition, the Municipal Revenue Collect¡on

Center (the CRIM) deducted 5283,992 for worker's compensation ¡nsurance covering all municipal

employees.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 50 days.

Unpa¡d vacat¡on t¡me accumulated ¡s fully vested to the employees from the first day of work.

Employees accumulate s¡ck leave at a rate of 1.5 days per month up to a max¡mum 90 days. ln the

event of employee res¡gnat¡on, the employee is paid for accumulated vacations days up to the

max¡mum allowed. Separation from employment pr¡or to use of all or part of the s¡ck leave

terminates all rights for compensat¡on, except for employees w¡th ten years or more of service who

are ent¡tled to s¡ck leave pay up to the max¡mum allowed. Employees' maximum allowed vacat¡ons

and vested sick benefits are accounted for in the Statement of Net Posit¡on.

Pensions

GASB 68 requires that the pension expenses, as well as deferred outflows of resources and deferred

inflows of resources related to pension be recognized for employer's proportionate share of
collect¡ve pens¡on expense and collect¡ve deferred outflows of resources and deferred inflows of
resources related to pens¡ons. The employe/s proport¡onate share should be determined us¡ng the

employer,s proport¡on of the collective net pens¡on liab¡l¡ty. However, as of the date that financ¡al

statement has been ¡ssued, the information related to the pens¡on plans ¡s not available and

accord¡ngly, it has not been included ¡n the accompany¡ng financ¡al statements of the Mun¡c¡pal¡ty

for the year ended June 30, 2015.
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Use of estimates

The preparation of f¡nanc¡al statements ¡n conform¡ty w¡th accounting pr¡nc¡ples generally accepted

¡n the United States of America requ¡res management to make est¡mates and assumpt¡ons that
affect the reported amounts of assets and l¡ab¡l¡t¡es, and d¡sclosure of cont¡ngent assets and

liabilities at the date of the f¡nanc¡al statements and the reported amounts of revenues and

expend¡tures/expenses dur¡ng the report¡ng per¡od. Actual results could d¡ffer from those est¡mates.

Subsequent Events

Management has evaluated subsequent events through March 15, 2016, the date the financial

statements were evaluated to be issued.

PROPERW TAX

The personal property tax ¡s self assessed by the taxpayer on a return, wh¡ch ¡s to be f¡led by May 15

of each year w¡th the Municipal Revenue Collector Center (the CRIM), a governmental entity created

by the Commonwealth of Puerto Rico. Real property tax ¡s assessed by the CRIM on each p¡ece of
real state and on each building.

The assessment is made as of January 1 of each year and is based on current values for personal

property and on esteemed values as of 1957 for real property tax. The tax on personal property

must be paid in full together w¡th the return by May 15. The tax on real property may be pa¡d in

two installments by July 1 and January 1.

The CR|M is responsible for the b¡lling and collections of real and personal property taxes on behalf

of all the munic¡pal¡t¡es of Puerto R¡co. Before the beginning of each fiscal year, the CRIM informs

the Municipal¡ty of the estimated amount of property tax expected to be collected for the ensu¡ng

fiscal year. Throughout the year, the CRIM advances funds to the Mun¡c¡pal¡ty based on the ¡nit¡al

est¡mated collect¡ons. The CRIM ¡s required by law to prepare a settlement statement on a fiscal

year basis, where by a compar¡son is made between the amounts advanced to the Mun¡cipal¡ty and

amounts actually collected from taxpayers.

Th¡s settlement has to be completed on a preliminary bas¡s not later than three months after fiscal

year-end, and a final settlement made not laterthan six months after year-end. lf theCR|M rem¡ts

to the Municipal¡ty property tax advances, which are less than the tax actually collected, a

receivable from the cRlM ¡s recorded atjune 30. However, if advances exceed the amount actually

collected by the cRlM, a liab¡l¡ty to the cRlM is recorded at June 30.

26



COMMONWEATTH OF PUERTO RICO

MUNICIPATIW OF GURABO

NorEs To THE FTNANoAL STATEMENfS (coNTlNuED)

JUNE 30, 2015

3. PROPERW TAX (CONTTNUEDI

Resident¡al real property occup¡ed by its owner ¡s exempt by law from the payment of property

taxes on the first 515,000 of the assessed value. For such exempt amounts, the Puerto Rico

Treasury Department assumes payment of the bas¡c tax to the Mun¡c¡pal¡t¡es, except for property

assessed at less than 53,500 for which no payment ¡s made. As part of Law No. 83 of August 30,

1991, as amended, the exempt amount to be paid by Puerto R¡co Treasury Department to the
Mun¡c¡palit¡es was frozen as of January L, L992. ln add¡t¡on, the law grants a tax exemption from

the payment of personal property taxes of up to 550,000 of the assessed value to reta¡lers hav¡ng

annual net sales of less than S150.000.

The annual rate for f¡scal year 2015 ¡s 12.03% for real property and 8.03% for personal property of
wh¡ch 1.03% of both tax rates are for the redempt¡on of publ¡c debt issued by the Commonwealth of

Puerto R¡co. The rema¡ning percentage ¡s d¡str¡buted as follows: (a) 6.0% and 4.0%, respect¡vely,

represent the Mun¡c¡pal¡ty's basic property tax rate, wh¡ch ¡s appropriated for general purposes and

accounted for in the general fund. A port¡on of such amount is depos¡ted ¡n an equalizat¡on fund

together with a percentage of the net revenues of the Puerto R¡co Electron¡c Lottery and subsidy

from the Commonwealth of Puerto R¡co. From such fund, a d¡str¡but¡on is made to all

munic¡palities; (b) 5% and 3%, respectively, represent the spec¡al ad valorem tax restr¡cted for debt

serv¡ce and accounted for ¡n the debt service fund. The Commonwealth contr¡butes an annual tax

rate of 0.2% of the property tax collected and the rema¡n¡ng rate ¡s paid by the taxpayer.

The composit¡on of property taxes receivable and related deferred revenues is as follows at lune 30,

2015.

General Fund Debt S€rv¡ce Fund Total

Gross property taxes rece¡vable

Less allowance for uncollect¡ble accounts

Net property taxes rece¡vable

Deferred tax revenues ¡n GFFS

VOTUME OF BUSINESS TAX

s12,918,s23
L1.O07.76t

5r0,741,776 S23,660,299
9,153.450 20.761,21L

5J,9r0f,62 S r-5E6,326 Sll99B8E

511t02-076 S 1,501177 5_3.303.45:I

The munic¡pal license tax is levied annually based on the volume of bus¡ness of certa¡n businesses

and industr¡al organ¡zat¡ons that operate in the Mun¡c¡pality. The tax rates are 1.50% for financ¡ng

inst¡tut¡ons and .50% for the other business inst¡tut¡ons. The taxpayers must file a return not later

than April 15 of every year and the tax ¡s payable in two ¡nstallments, due in July 1 and January 1 of
the follow¡ng fiscal year. The amount levied could be pa¡d with a f¡ve percent (5%) discount if
payment is made on or before the f¡l¡ng date. The Munic¡pality levied and collected during the year

ended June 30, 2015, 52,7L2,677 correspond¡ng to the follow¡ng fiscal year volume of bus¡ness tax.

This amount was recorded as deferred revenue, and ¡s presented as a deferred inflows of resources

¡n the accompanying combined balance sheets and statement of net position.
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SALE AND USAGE TAX

Pursuant to an ¿mendment to Puerto R¡co lnternal Revenue Code, Act 11.7 of July 4, 2006, the
Mun¡c¡pal Legislature approved a city tax contribut¡on (SUT), effect¡ve October 3, 2005 to 1.5% over

all transactions of sales of goods and services made on Gurabo boundaries. The reta¡ls are requ¡red

to f¡le monthly sales tax returns by 10th days follow¡ng the month in wh¡ch the taxes are collected.

Pursuant to the prov¡sion at the Act 72-2015 and effective July 1, 2015, the c¡tizenship contr¡but¡on

was uniform¡ty established ¡n 1.5%, for all the Mun¡c¡pal¡ty of Puerto Rico, of which 1% ¡s collected

by the Mun¡cipality and the remain¡ng 0.5% ¡s be collected by the Treasury Department of the

Commonwealth of Puerto R¡co. A port¡on of the amount collected by the Treasury Department ¡s

subm¡tted to Mun¡c¡pal F¡nance CorPorat¡on (COFIM, by ¡s ¡ts Spanish acronym), a redempt¡on fund

for f¡nancing cap¡tal project to the mun¡c¡palit¡es.

COFIM ¡s a public corporat¡on and ¡nstrumental¡ty of the Commonwealth of Puerto Rico, attached to
the Government Development Bank. COFIM ¡s author¡zed to ¡ssue and use other financing

mechanisms to pay or refinance, d¡rectly or ¡ndirectly, ¡n whole or ¡n part, the debts of the

mun¡cipalit¡es of the Commonwealth payable or backed by the municipal sales and use tax. COFIM

receives, from the f¡rst revenues of the municipal sales and use tax collected, the greater of: (¡) an

amount computed by applying a 0.3% f¡xed tax rate to the total revenues collected, or (i¡) a f¡xed

amount that ¡ncreases annually, known as the Annual F¡xed lncome. These revenues, which are

deposited ¡n COFIM's Redempt¡on Fund, are used to pay and secure the debt ¡ssued by COFIM. As

an independent corporat¡on, COFIM has the same powers, r¡ghts and facult¡es as the GDB under its

Charter.

INTERGOVERNMENTAT REVENUES

lntergovernmental revenues sources consist of contr¡butions rece¡ved from certain quas¡-publ¡c

corporat¡ons of the Commonwealth of Puerto R¡co, such as the Puerto Rico Electr¡c Power Author¡ty.

Also, the Mun¡c¡pality rece¡ves some subsidies from the Commonwealth of Puerto Rico wh¡ch

include, among others, a subsidy for general operat¡ons and for the f¡nancing of cap¡tal

improvements. The ¡ntergovernmental revenues are recorded inthe Generalfund, except for those

that are legally restr¡cted for expend¡ture for specified purposes which are recorded ¡n the Other

Governmental Funds.

6.
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CAPITAT ASSETS

Capital asset activ¡ty for the year ended June 30, 2015 was as follows:

Pfimary Govefnment

Governmental activities:
Capital assets not be¡ng deprec¡ated:

Land

Capital assets being depreciated:
Buildings and building governments

Furniture texture and equ¡Pment

lnfrastructure
Vehicles

Total cap¡tal assets being deprec¡ated

Less accumulated depreciation for:
Buildings and build¡ng ¡mprovements
Furn¡ture texture and equ¡Pment

lnfrastructure
Vehicles

Total deprec¡able capital assets, net

Governmental activit¡es cap¡tal assets net

Ret¡rementsand Balance

Add¡tions reclassificat¡ons June30.2015
Balance

June 30, 2014

s 17.884.361

39,32434O
4,732,392

13,199,801
9.158.467

55.415.040

(10,230,192)
(4,776,O3sl,

(s,L99,7261
(8.01.9,870)

(2t .62s.823],

s 1,038,178
75,624
30,000

1.310.150

2.453p52

(1,009,095)

176,3231
(330,74s)
(694.s84)

Q.770,747].

38.789.217 343.205

sl§-673É18 s4¿45

s 17.884.361

40,362,558
4,808,016

L3,229,801
LO.4ñ.617

68.868.992

(t].,239 ,287l,

{4,2s2,3581
(s,s30,471)
(8,7L4,4541

(29 ,736 .s701

39.132.422

S,B16J83
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7. CAPTTAT ASSETS (CONTTNUED)

Depreciation expense was charged to funct¡ons/programs of the Munic¡pal¡ty as follows:

General adm¡n¡strat¡on
Publ¡c safety
Public works
Educat¡on, culture and recreat¡on
Health and welfare
Family and soc¡al development

Total deprec¡ation expense

8. LONG-TERM DEBT

Governmental
Act¡v¡t¡es

s 111,766
tlt,o20

1,036,302
729,773

44,838
77 ,108

s2.tLO.747

[ong-term l¡abil¡ty act¡vity for the year ended June 30, 2015 was as follows:

Pr¡mary government: Beginn¡ng Ending Due with¡n
Governmental Act¡v¡ties: Balance Add¡tions Reductions Balance one vear

Bondsand notes payable 547,L52,558 53,380,000 52,499,543 548,033,015 52,616,000
Compensated absences 7,655,974 256,437 L,9L2,411 900,000
cla¡ms and judgments 82,682 a2,682

48,49L,214 3,636,437 2,582,225 49,945,426 3,516,000
Due to Puerto R¡co

Health lnsurance Adm¡n¡strat¡on A95,624 A95,624

Total S49J86Á:18 53-6361!37 52,58¿225 550É41!50 53116JD0
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8. IONG.TERM DEBT (CONTINUED}

Governmental activit¡es:

Bonds and notes payable:

S3,38O,OOO series of 2014, payable in annual installments ranging from 575,000 to
5320,000 through July 7,2034 plus ¡nterest at 1.5% over prime rate but not less than
7% Í7yo as ol lune 3O,20L51. 53,380,000

S325,ooo series of 1997, payable in annual ¡nstallments of S19,000 to 523,000 through
January 1,2020 plus interest at 5%. 105,000

5704,000 series of 2000, payable in annual installments of 533,000 to 547,045 through
January 1, 2024 plus ¡nterest at 4.5%. 354,045

5665,000 ser¡es of 2002, payable ¡n annual installments of $25,000 to 555,000 through July

1, 2026 plus ¡nterest rang¡ng from 4.80yolo 5.6yo. 455,000

S2,715,000 series of 2002, payable in annual installments of 5105,000 to S215,000 through
July 1,2027 plus interest at 1.25% over LIBoR (1.53% as ofJune 30, 2015). 1,825,000

5375,000 ser¡es of 2002, payable in annual ¡nstallments of 517,000 to 529,000 through
lanuary 1,2027 plus ¡nterest at 4.50%. 263,000

57,595,000 ser¡es of 2007, payable in annual ¡nstallments of S200,000 to S635,000 through
July 1, 2031 plus ¡nterest at 1.25% over LIBOR plus 1.25% (1.53% as of June 30, 20L5). 6,430,000

S1,O1O,O0O series of 2007, payable in annual installments of S25,000 to 585,000 through
)uly 1,2032 plus interest at 1.25% over LIBOR (1.53% as ofJune 30, 2015). 890,000

5225,000 ser¡es of 2008, payable in annual installments of $5,000 to 520,000 through July

L, 2032 plus interest at 1.25% over LIBOR (1.53% as oflune 30, 2015). 190,000

5780,000 series of 2008, payable ¡n annual ¡nstallments of 520,000 to 570,000 through July

1, 2032 plus ¡nterest at 1.25% over LIBOR (1.53% as ofJune 30, 2015). 680,000

S7,47o,ooo ser¡es of 2008, payable in annual installments of S185,000 to S615,000 through
)uly 1,2032 plus ¡nterest at 1.25% over LIBOR (1.53% as ofJune 30, 2015). 6,480,000

51.,210,000 series of 2008, payable ¡n annual installments of 530,000 to 5100,000 through
luly 1,2032 plus ¡nterest at 1.25% over LIBOR (1.53% as ofJune 30, 2015). 1,045,000

5280,000 ser¡es of 2008, payable ¡n annual ¡nstallments of 55,000 to 530,000 through July
1,2033 plus interest at 1.25% over LIBOR (1.53% as ofJune 30,2015). S 250,000

(Cont¡nue)
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Bonds and notes payable (Continued):

S4,35O,OOO series of 2010, payable in one installment of S770,000 on July 1,2016 plus

interest at 4.75%. 77O,O00

S7,o3O,OOO ser¡es of 2012, payable ¡n annual installments of S135,000 to S570,000 through

July 1, 2036 plus ¡nterest at 1.5% over prime rate plus 1.5% but not less than 6% 16% as

of June 30, 2015). 6,675,000

S1,630,OOO series of 2014, payable ¡n annual ¡nstallments of S215,000 to S285,000 through

July 1, 2019 plus ¡nterest at 1.5% over pr¡me rate but not less than 6Yo 16% as of )une
30,201s). 1"245,OO0

581o,ooo series of 2014, payable in annual ¡nstallments of 5100,000 to 5140,000 through

July 1, 2019 plus interest at 1.5% over prime rate but not less than 6% (6% as of June

30,2015). 61s,000

51,835,325 series of 2014, payable in annual ¡nstallments of 535,000 to 590,000 through
July 1, 2035 and a final ¡nstallment of 51,005,325 on July 1,2015 plus ¡nterest at 1.5 %

over pr¡me rate but not less than 6% (6% as ofJune 30, 2015). 1,770,325

S7,308,975 ser¡es of 2013, payable in annual installments of S155,000 to 5350,000 through
luly 1,2027 and a final payment of 53,888,975 on July 1, 2028 plus interest at 1.5%

over pr¡me rate but not less than5.375%. 7,028,975

53,488,000 ser¡es of 2012, payable in annual installments of S141,543 through July 1, 2021

and a final ¡nstallment of 52,406,238 on July 1, 2022 plus interest at l.25yo over at
pr¡me rate but not lessthan 5.375% (5.375% as of June 30,2015). 3,255,496

5158,000 series of 2008, payable in annual ¡nstallments of 55,000 to 513,000 through luly
1, 2032, plus ¡nterest at 1.25% over LIBOR (1.53% atJune 30, 2015). 141,000

S1,156,000 series of 2008, payable ¡n annual installments of S157,000 to S217,000 through
)uly l,2ot7, plus ¡nterest at 1.25% over LIBoR (1.53% as ofJune 30, 2015). 561,000

S45O,o0o series of 2011, payable in annual installments of S25,000 to S45,000 through July

1, 2025, plus ¡nterest at 1.50% over pr¡me rate but not less fhan 6Yo (6/o at June 30,
2O7s). 375,000

53,379,175 ser¡es of 2013, payable in annual ¡nstallments of 570,000 to 5160,000 through
)uly !, 2027, plus ¡nterest at 5-375% and a final installment ol 5L,799,L75 on July 1,

2028. 3.249.175

S¿18.033.016
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8. LONG.TERM DEBT (CONTINUED)

The annual debt service requ¡rements to maturity long-term debt as ofJune 30, 2015 are as follows:

Governmental-Tvpe Activ¡t¡es

Bonds and Notes Pavable
Year Ended June 30 Pr¡ncipal

5 2,4s2,s43
1,910,543
2,069,543
1,969,543
2,O99,543

11,,828,426

16,439,150
7,993,000
1,270,325

s4E-033-016

lnterest

s 1,88s,1e7
t,579,612
1,s07,508
1,43t,445
1,353,787
s,544,349
3,128,838

773,994
67.200

51121§iA

Aggregated
pavments

5 4,337,7 4A

3,490,155
3,577 ,O5l
3,400,988
3,453,330

77,373,175
19,567,988
8,766,994
1,337.525

s65304916

2016
2017

2018
20L9
2020

202L-2025
2026-2030
2031-2035
2036-2039

INTERFUND BA¡ANCES AND ACTIVITIES

BA]ANCE DUE TO / FROM OTHER FUNDS:

Balance due to / from other funds at June 30, 2015, consist of the following:

Due to

Due from

Generalfund
Other governmental funs

Tota I

Loans and bonds
Generalfund Funds

s783,840 s919,561
53,2s8,729

s3.258J8 s783É40 s919É61

Other gorrernmental
Fund Total

s1,703,401
3,25A,729

§4962-130
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TNTERFUND BATANCES AND ACTIVInES (CONTINUEDI

TRANSFER TO / FROM OTHER FUNDS:

Transfer to / from other funds at June 30, 2015 cons¡st of the following:

Transfur from
Debt serv¡ces Loans and

Generalfund Fund Bond Fund Total

S454,334

s454334 s909.130

10. EMPLOYEE,S RETIREMENT PI.AN

The Employee's Ret¡rement System of the Government of the Commonwealth Puerto R¡co (ERS) is

the admin¡strator of a cost-sharing multiple-employer pension plan adm¡n¡stered by the Puerto Rico

Government Employee and Jud¡c¡ary Retirement System Administrat¡on. The ERS was created by the

Act 447, approved on May 15, 1951, and became effective on January 1, 1952. ERS covers all regular

employees of the Commonwealth of Puerto R¡co and its instrumentality and of munic¡palit¡es and

components un¡ts not covered by their own retirement systems.

partic¡pation is mandatory except for members of the Leg¡slature, Government Secretar¡es, Head of

Agencies and Public lnstrumentality, Assistants of the Governor, the Comptroller of the Puerto Rico,

Gubernator¡al Board and Committee appointees and Experimental Service Station employees. ERS

prov¡des retirement, death and disability benefits. D¡sab¡l¡ty retirement benefits are available to
members for occupat¡onal and non-occupat¡onal d¡sabilit¡es. Ret¡rement benefits depend upon age at

ret¡rement and number of years of credited serv¡ce. Benef¡ts vest after ten years of plan

participation.

As of June 30, 2014, the ERS has an unfunded actuar¡al accrued liability (UAAL) of approx¡mately

522,981. million, representing a 3.1% funding rat¡o. ln the opin¡on of management and based on

¡nformat¡on prepared by consulting actuaries, it ¡s est¡mated that starting ¡n fiscal year 2015, the

ERS's assets will be less than its obl¡gat¡ons (¡ncluding bonds payable but excluding its UAAL) result¡ng

in a deficit net position. ln addition, annual cash flow estimates for the foreseeable future are

presently estimated to continue to reduce the net pos¡t¡on unless other measures are taken. Future

employer contr¡butions have been pledged for the payment of debt service, consequently further

depletion of ERS'S assets could result in the ¡nab¡l¡ty to pay benefits.

Transfer to

Generalfund
Debt serv¡ce fund
Loans and bonds fund
Other governmental fund

Total

Sgoe,13o SLL5,734

87 ,754
22.906

s226§4

51,O24,864
454,334

87 ,754
22,906

s1t€9é5E
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EMPTOYEE.S RETIREMENT PIAN (CONTINUED}

The est¡mate of when the ERS'S net position will become a deficit and when its assets would be

exhausted is based on significant assumptions, including the rate of return on investments, the

amount and timing of collections from the Commonwealth for the member, employer contr¡but¡ons

and the employer additional contr¡bution (Act No. 32), which as discussed below, was est¡mated in

S12o.o m¡llion annually, as well as the estimated part¡cipant benefits and the ERS'S administrat¡ve

expenses to be paid each year.

To improve the l¡qu¡dity and solvency of the ERS, the Commonwealth enacted Act No. 32 of June 25,

2014, which provides for ¡ncremental annual contr¡but¡ons from the Commonwealth General Fund

beginning ¡n f¡scal year 2015 and up to the f¡scal year 2033. Th¡s addit¡onal contribut¡on w¡ll be

determ¡ned annually based on actuar¡al stud¡es to be performed by the ERS'S actuaries. And

appropriat¡on for such additional contribut¡on of approximately 5120 million was ¡ncluded in the

Commonwealth's budget for the fiscal year 2015. However, as a result of budgetary constraints at

the present t¡me management bel¡eves that approx¡mately S90 million of th¡s amount w¡ll not be

collected as expected during fiscal year 2015. Further, th¡s additional contribution was reduced to

S28.2 mill¡on for the Commonwealth's proposed budget for the fiscal year 2015.

lf the commonwealth's financ¡al cond¡tion does not improve as a result of fiscal and budgetary

measures it ¡s taking, its ability to repay its obligations, ¡ncluding its regular employer contributions

to the ERS and ¡ts additional contribut¡on as provided by Act No. 32, for the upcom¡ng years, may

continue to be adversely affected, and could also affect the payment of benefits and the repayment

of the ERS's bond payable.

To address these ¡ssues, the ERS and the Commonwealth, w¡th the ass¡stance of the ERS external

consulting actuaries, concluded that, ¡n addition to other measures, annual increases ¡n the

employers' contr¡but¡on rate would be required to fully fund pens¡ons, w¡thout having to liquidate

the ERS ¡nvestment portfol¡o. Accordingly, on July 6,2011, the Commonwealth enacted Act No. 116,

increas¡ng the employers' contributions rate from 9.275yo to lD.275yo of employee compensation

for fiscal year 2111-2072, an additional 1% annually for each of the next four years, and 1.25%

annually for each of the f¡ve years thereafter, reaching an aggregate contr¡but¡on rate of 20.525Yo

effective July 1, 2020.

Furthermore, on April 4, 2014, the Governor of Puerto R¡co signed ¡nto law Act No. 3 of 20L4, which

represents a comprehensive reform of the ERS. Act No. 3 became effect¡ve on July 1 2014 and

amended the provisions of the d¡fferent benefit structures under the ERS, including, but not l¡m¡ted

to, the follow¡ng:

1. For active participants of the contributory defined benefit programs under Act No. ¿147 of 1951

and Act No. 1of 1990, all retirement benefits accrued through June 30, 2014 were frozen, and

thereafter, all future benef¡ts w¡ll accrue under the defined contribut¡on formula used for
System 2OOO partic¡pants, and will be pa¡d at ret¡rement through a l¡fetime annu¡ty'
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10. EMPTOYEE.S RETIREMENT PI.AN (CONTINUED)

2. lncreased the m¡n¡mum pension for current retirees from 5400 to 5500 per month.

3. The ret¡rement age for Act No. 447 part¡c¡pants w¡ll be gradually increased from age 58 to age

6]..

4. The retirement age for act¡ve System 2000 participants will be gradually increased from age 60

to age 65.

5. Transit¡on¡ng active participants under Act No. 1 and Act No. 447 to a defined contr¡but¡on plan

s¡m¡lar to System 2000.

6. Elim¡nated the "mer¡t annuity" available to part¡cipants who joined the ERS pr¡or to Apr¡l 1,

1990.

7. The retirement age for new employees was ¡ncreased to age 67, except for new state and

mun¡c¡pal police officers, firefighters, and custody officers, which will be age 58.

8. The employee contr¡but¡on rate was ¡ncreased from8.275%to 10%.

9. For System 2000 partic¡pants, the ret¡rement benef¡ts will no longer be paid as a lump sum

distribut¡on, ¡nstead, they w¡ll be paid through a lifetime annuity.

10. Elim¡nated or reduced var¡ous retirement benefits previously granted by spec¡al laws, ¡ncluding

Chr¡stmas and summer bonuses. The Chr¡stmas bonus payable to current ret¡rees was reduced

from 5600 to 5200 and was el¡minated for future retirees. The summer bonus was el¡m¡nated.

Resulting employer contr¡bution sav¡ngs will be contributed to the ERS.

11. Disab¡l¡ty benef¡ts were el¡m¡nated and substituted for a mandatory d¡sability insurance policy.

12. Survivor benefits were modified.

The employer contr¡bution to the above ment¡oned plans during the last three years were on

follows:

5410,s02
414,430
258,000

2015
201,4

2013

Th¡s amounts represented the requ¡red contribution for the corresponding year.
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Effect¡ve for fiscal year ended June 30, 2015, the GASB 68 requires that the Mun¡cipalities
governmenta l-w¡de f¡nancial statements present the proport¡ona I net pension liabil¡ty ofthe ERS. ln

add¡tion, the GASB 68 requ¡red among other the following disclosures:

A. Employer's proportionate share amount of collective net pens¡on l¡ab¡l¡ty.

B. Employe/s proportionate percentage of collective net pens¡on l¡abil¡ty (includ¡ng the basis

on which it was determ¡ned) and change on ¡ts proportion s¡nce pr¡or measurement debts.

C. Significant assumption used to measure total pens¡on liabil¡ty, ¡ncluding inflation, salary

changes, discounts rate and mortality.

D. Measurement date of collect¡ve net pension l¡ab¡lity and date of actuar¡al valuation on

wh¡ch the total liab¡l¡ty ¡s base.

E. lnformation about plan fiduciary net posit¡on

Other ¡nformat¡on about the net pens¡on liabilities should be d¡sclosed as required supplemental

¡nformation. ERS has not ¡ssued ¡ts financ¡al statements since lune 30, 2013. Accordingly, the
requ¡red ¡nformat¡on is not ava¡lable account¡ng the ¡nformation is not disclosure in the
Mun¡c¡pality's financ¡al statements.

The P.R. Ret¡rement Plan Administrat¡on prov¡des add¡tional informat¡on of the ERS. They ¡ssue a

public available financial report that ¡ncludes financ¡al statements and requ¡red supplementary
information for ERS, as a component un¡t of the Commonwealth of Puerto R¡co. The last financial

statement was issued for fiscal year ended June 30, 2013. That report may be obta¡ned by writ¡ng to
the Adm¡n¡strat¡on at PO Box 42003, M¡n¡llas Station, San Juan, P.R. 00940.

CONTINGENCIES

As ofJune 30, 2015, the Municipal¡ty was defendant and/or codefendant in several litigations arising

out of the normal Mun¡cipal¡ty's operat¡ons. Most of the cases are covered by ¡nsurance.

Management, after consuhation with legal counsel, is of the opinion that the ult¡mate l¡ab¡l¡ty, ¡n

excess of insurance coverage, if any, resulting from such pend¡ng litigations would not be mater¡al in

relat¡on to the f¡nanc¡al pos¡t¡on of the Mun¡c¡pal¡ty.

Amounts received or rece¡vable from grantor agencies are sub¡ect to aud¡t and ad.¡ustment by

grantor agencies. Any disallowed claims, includ¡ng amounts already collected, may constitute a

liabil¡ty ofthe applicable funds. The amount, ifany, ofthe expenditures which may be disallowed by

the grantor cannot be determined at th¡s t¡me, although the Mun¡c¡pal¡ty expects such amounts, ¡f

any, to be immater¡al.
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L2. RECI.ASIFICATION AND PRIOR PERIOD ADJUSTMENT AND OTHER INCOME

Reclass¡ficat¡ons:

The sales and usage tax fund as reported ¡n 2014 financial statements has been reclass¡fy to the
generalfund to conform to state legislation. The fund balances were reclassified is as follow:

GENERALFUNDS SALES AND USAGE FUND

Fund balance as previously reported 5 (7,620,6201 S(3,711,418)
Reclassification 8,71L,4L81 3,711'418

s11U!32838)

Prior period adjustment:

ln add¡tion, the net position as prior reported has been restated to correct error cons¡st¡ng of
overstatement of capital assets.

AMOUNT

Net position as pr¡or reported S13,090,469
Restatement (1,612.155)

Net pos¡t¡on, as restated

Other ¡ncome:

stt,4f8§4

Dur¡ng the year ended June 30, 2015, the Appeal Court of the Commonweahh of Puerto Rico stated

that any contract executed by the Mun¡c¡pal¡ty related to disposition of solid waste without the
approval the Mun¡c¡pal Legislature Body is null. Accordingly, the Mun¡cipality wrote-offthe amount

due to a supplier that provided services of solid waste disposal amount¡ng to 53,734,045' such

amount ¡s reported as other income ¡n the statements of revenues, exPenditures and change in fund

balance and statement of activ¡ties.
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GENERAT FUND

Revenues:
Taxes:

Property taxes
Municipaltax
Construction exc¡se taxes

Grants and entitlements
Rental income
lnterest
Other

Total revenues

Expenditures:
General administration
Public safety
Educat¡on, culture and recreational
Public works and san¡tat¡on
Health and welfare
Tourism

Totalexpend¡tures

Excess of revenue over expend¡ture

ORIGINAL

BUDGET

FINAI.
BUDGET

ACTUAL AT

BUDGETARY

BASIS

5 6,009,249
4,274,t63
L,003,6L2
4,213,597

t7,307
280,315

1.893.703

17 .691940

13,917,263
952,435
427,616

2,495,044
470,066
265,260

s18,527 .684

s (83s.744)

VARIANCE

WITH FINAL

BUDGET

FAVORABLE

IUNFAVORABLE)

5 r,297
(3,66s,837)
(1,386,337)

(32,593)
(20,68s)

1.068.951

(4,03s.304)

2,535,882
342,857
108,857
8t,992
81,820
48,L52

3.199.560

S (83s.744)

s 6,007,9s2
7,940,OO0

2,389,949
4,2L3,591

50,000
301,000
824.752

21,727.244

15,602,549
1,589,816

539,473
3,091,623

551,871
35t,9L2

521.727 .244

5 6,007,952
7,940,0W
2,389,949
4,2t3,591

50,000
30r,000
824.752

27.727 .244

t6,453,145
L,295,292

536,473
2,577,036

551,886
313,412

s27.727.244
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1. BUDGETS AND BUDGEÍARY ACCOUNTING

The Munic¡pal¡ty follows these procedures ¡n establ¡shing the budgetary data reflected in the
financial statements:

Formal budgetary ¡ntegrat¡on is employed as a management control dev¡ce during the year for
the General Fund. Formal budgetary integration ¡s not employed for special revenue funds

because effective budgetary control ¡s alternat¡vely achieved through legal and contractual gra nt

requ¡rements provis¡ons.

On or before May 15, the Mayor subm¡ts to the Munic¡pal Legislative Body a proposed operating

budget for the fiscal year commencing the following July 1. The operat¡ng budget includes
proposed expenditures and the means for financing them.

Prior to June 13, the budget is legally enaaed through passage of an ordinance.

The Mun¡cipal Legislat¡ve Body approves, by ordinance budget appropriat¡ons by funct¡onal

basis. The Mayor is author¡zed to transfer budgeted amounts between departments w¡th¡n any

fund; however, any revisions that alter the total appropriat¡ons of any fund must be approved

by the Mun¡cipal Legislat¡ve Body.

Unused appropr¡ations for the annual budgeted funds lapse at the end of the year.

The budget ¡s prepared on the budgetary bas¡s of accounting. The actual results of operat¡ons,

presented ¡n the Statement of Revenues and Expenditures - Budget and Actual General Fund, is

¡n conform¡ty with the budgetary account¡ng of the Mun¡c¡pality for a better comparison w¡th
the budget ¡nformat¡on.

The presentat¡on of the budgetary data excludes other appropr¡at¡ons such as cap¡tal proiects,

debt service and special revenue funds because proiects are funded on a multi-year nature,
generally requ¡r¡ng several years to complete or effect¡ve budgetary control is alternat¡vely
achieved through generalobligation bond ¡ndentures and legal and contractual grant agreement
provisions.

1)

2l
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2. RECONCITIATION OF GAAP TO BUDGETARY BASIS

Adjustments necessary to reconc¡le the revenues and expend¡tures of the general fund at the end of
the year, from the generally accepted account¡ng pr¡nciples to budgetary bas¡s, are as follows:

Reyglgg! Expenses

Revenue and expenses for generally accepted

accounting pr¡nc¡ples (GAAP) basis s2r,667,641, st7,O35,725

Transfer in included as revenues in budgetary basis 454,334

Transfer out included as expenses in budgetary basis

Wr¡te of accounts payable not included in budgetary
basis

1,024,860

13,734,o4s1

Proceed from sales of land included as ¡ncome ¡n

budgetary bas¡s 1,600,000

Other adjustment to adjust revenues and expenses

from budgetary basic to mod¡fied accrual basis (2,295.990) 467 'O95

Revenue and expenses per budgetary bas¡s SI7-69L9CI 518127-684
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CFDA

NUMBER EXPENDITURES

US Deoartment of Hous¡ns and Urban
Development

Direct programs:

Sect¡on 8- Housing Choice Vouchers 14-871 51,029,086
Passed through programs:

Mun¡c¡pal Service Adm¡nistrat¡on:
Community Development Block Grant 74.228 7il3as

PR Department of Family:
Emergency Shelter Grant Program t4.231 26,9t9

Total Department of Housing and Urban Development 1.820.390

US Department of Transportation
Passed through program:

PR Traffic Safety Comm¡ssions:
Federal Transit - Formula Grants (Urbanized Area Formula Program) 20.507 255,240

US Department of Asr¡culture
Passed through program:

PR Department of Education:

Ch¡ld and Adult Food Program 10.ss8 24.689

US Department of Health and Human Serv¡ces

Passed through programs:

Oficina de la Procuradora de las Personas de Edad Avanzada:
Spec¡al Programs for the Aging - Title lll, Part C - Nutrit¡on Services 93.045 29,627

PR Department of Family:
Child Care and Development Elock Grant 93.575 491,388

Total Department of Health and Human Serv¡ces 521.015

US Home Land Security
Passed through program:

Commonwealth of Puerto R¡co Governor's Author¡zed Representat¡ve:
Disaster Grants - Public Ass¡stance 97.036 4,426

il,625J60
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fUtu loPAl¡w oF GURABO

NorEs To SOr¡x,lE OF EpE{rnruREs OF FErrcRAr Awa&xt
JuiE ¡m,2015

. 1. B'§I5 OF PRESENTATIO :
I
I

The accompanying Schedule of Expenditures of FederalArlrards includes the federal grant activity of
Mun¡c¡pality of Gurabo and is presented on the modify basis of accounting. The ¡nfomat¡on in th¡s

I Schedule ¡s presented in accordance with the requ¡rements of OMB C¡rcular A-f!3, Audit of 5tate6,
l- Local6ovemments and Non profit organizat¡ons.
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IÍ{DEPENDEÍ{T AUDITOPS REFORT Of{ II{TERNAT CONTROI OVER FINAÍ{CIAT REPORTI G AND OI{

COMPUANCE Af{D OTHER MATIERS BASED ON AI{ AUDTT OF FII{ANCIAT STATEMENTS PERFORMED IN

ACCORDANCE wlfH GOVERNMENT AUÚNNG STANOAN)S

To HonoraHe Mayor and
Mun¡c¡pal¡ty teg¡slative Body

Mun¡c¡pality of Gurabo
Gurabo, Puerto Rko

We have audited, in accordance with the aud¡t¡ng standards generally accepted ¡n the United States of
America and the standards applicable to financial audits contained in Govemment Aud¡ting Stondords

issued by the Crmptroller General of the United States, the financial statements of the governmental

activities, each major fund, and the aggregate rema¡ninB fund ¡nformation of Munic¡palitY of Gurabo,
puerto R¡co, as of and for the year ended June 30, 2015, and the related notes to the financ¡al

stetements, which collectivev compr¡s€ Munic¡pal¡ty ol Gurabo, Puerto Ricds bas¡c financ¡al

statements, and have issued our report thereon dated March 15, 2016.

l¡rternal Control over F¡nanc¡al Report¡ng

tn planning and performing our audit of the financial statements, we cons¡dered Municipality of
Gurabo, Puerto R¡co's internal control over financial reporting (internal control) to determine the audit

procedures that are appropriate in the circumstances for the purpose of expressing our op¡nions on the

financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Mun¡c¡pality of Gurábo, Puerto Rico's internal control. Accordingly, we do not express an opinion on

the effectiveness of Municipal§ of Gurabo, Puerto R¡cds internal control.

A deficiency ¡n ¡nternol contro, ex¡sts when the design or operation of a control do€s not allow

management or employees, in the normal course of performing the¡r ass¡gned functiont to prevent or

detect and correct, m¡sstatements on a t¡mely bas¡s. A moter¡ol weokness is a deficiencl, or a

combination of deficienciet ¡n ¡nternal control, such that there is a reasonable possib¡lity that a mater¡al

m¡sstatement of the entrys financial statements will not be prevented, or detected and corrected on a

timev basis. A s¡gn¡ficont def¡ciency is a deficiency, or a combinat¡on of deficiencies, in internal control

that ¡s less severe than a mater¡al weaknest yet important enough to merit attent¡on by those charged

with governance.

Our cons¡deration of internal control was for the limited purpose descr¡bed in the first paragraph ofthis
sect¡on and was not des¡gned to ¡dent¡ry all deficiencies in internal control that might be material

weaknesses or, significant deficienc¡es. Given these limitations, during our audit we d¡d not identify any

def¡ciencies in internal control that we consider to be material weaknesses. However, material

weaknesses may exist that have not been ¡dentified.

MEMSERT

Añerican lnstitute of cert¡fied Public Accoontants
Pue.to Rico Soc¡ety of Certified Public Accountañts

t^ Plf Governmental\,r t \ Aud¡t Oual¡ty Center



Compl¡ance and Other Matters

As part of obta¡n¡ng reasonable assurance about whether Mun¡cipal¡ty of 6urabo, puerto R¡co,s
financ¡al statements are free from mater¡al m¡sstatement, we performed tests of ¡ts compl¡ance w¡th
certa¡n prov¡s¡ons of laws, regulations, contracts, and grant agreements, noncompliance with wh¡ch
could have a d¡rect and material effect on the determinat¡on of financial statement amounts. However,
providing an op¡n¡on on compliance w¡th those provisions was not an obiective of our aud¡t, and
accordingly, we do not express such an opin¡on. The results of our tests d¡sclosed no instances of
noncompl¡ance or other matters that are required to be reported unde¡ Government Aud¡t¡ng
Stondords.

Compl¡ance and Other Matters

As part of obta¡n¡ng reasonable assurance about whether Mun¡cipal¡ty of Gurabo, Puerto Rico's
f¡nanc¡al statements are free from mater¡al m¡sstatement, we performed tests of its compliance with
certa¡n provis¡ons of laws, regulat¡ons, contracts, and grant agreements, noncompl¡ance w¡th wh¡ch
could have a direct and mater¡al effect on the determ¡nat¡on of financial statement amounts. However,
providing an op¡n¡on on compl¡ance w¡th those provis¡ons was not an object¡ve of our audit, and
accord¡ngly, we do not express such an op¡n¡on. The results of our tests d¡sclosed ¡nstances of
noncompliance or other matters that are requ¡red to be reported unde¡ Government Aud¡t¡ng Stonddrds
and wh¡ch is described in the accompanying schedule of find¡ngs and questioned cost as item 2015-1.

Purpose of th¡s Report

The purpose of th¡s report ¡s solely to describe the scope of our test¡ng of ¡nternal control and
compl¡ance and the results of that testing, and not to provide an op¡n¡on on the effect¡veness of the
ent¡ty's internal control or on compliance. This repoñ is an integral part of an audit performed in
accordance w.th Government Aud¡ting Stondords ¡n cons¡dering the ent¡ty's ¡nternal control and
compliance. Accord¡ngly, th¡s communication ¡s not suitable for any other purpose.

Cados R. Díaz, CPA, PSC
L¡cense No.275

Exp¡re December 1,2018
March 15, 2016
Aguas Buenas, Puerto Rico

The stamp No. E199135 ofthe Puerto Rico

Society of Certified Publ¡c Accountants was
aff¡xed to the original of th¡s report.
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II{DEPE DEfIT AUDITOR,S REFORT ON IMTERNAT @f{TROt OVER FINANCIAL REPORTING AND ON

COMPUAÍ{CE AND OTHER MATTERS BASED ON AN AUDÍT OF FIÍ{ANCIAI STATEMENTS PERFORMED IN

ACCORDANCE wlTH GOVERNMENT AUANNG STANDARI'S

To Honorable Mayor and
Mun¡cipallty Leg¡slat¡ve Eody

Munlclpalfty of Gurabo
Gurabo, Puerto R¡co

We have audited, ¡n accordance with the audit¡ng standards generalv accepted in the United States of
Americá and the standards applicable to financial audits conta¡ned in Government Auditing Stondords

¡ssued by the Comptroller General of the United States, the financ¡al statements of the governmental

activit¡es, each ma.ior fund, and the aggregate remaining fund ¡nformation of Municipal¡tY of Gunbo,

Puerto Rico, as of and for the year ended June 30, 2015, and the related notes to the financial

statements, which collectively comprise Mun¡cipalitY of Gu6bo, Pu€rto R¡co's basic financial

statements, and have issued our report thereon dated March 15, 2015.

lnternal Cofltrol over F¡nancial Report¡ng

ln planning and performing our audit of the financial statements, we considered Munic¡pality of
Gurabo, Puerto R¡cds ¡nternal control over financial report¡ng (internal control) to determ¡ne the aud¡t

procedures that are appropriate ¡n the circumstances for the purpose of expressing our opinions on the

financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Municlpality Of Gurabo, Puerto R¡co's internal control. Accordingl¡ we do not express an opin¡on on

the effectiveness of Mun¡c¡pal¡ty of Gurabo, Puerto Rlco's ¡nternal control.

A defrciency in ¡nternol contro, exists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned funct¡ons, to prevent, or

detect and correct, misstatements on a t¡mely basis. A moteriol weokness is a deficiency, or a

combination of defic¡enc¡es, in internal control, such that there ¡s a reasonable possibility that a mater¡al

misstatement of the entivs f¡nancial statements w¡ll not be prevented, or detected and corrected on a

timely basis. A s¡gn¡ficont def¡ciency is a deficiency, or a comb¡nation of defic¡enciet in internal control

that is less severe than a material weaknest yet ¡mportant enough to merit attent¡on by those charged

with governance.

Our cons¡derat¡on of internal control was for the limited purpose descr¡b€d in the first paragraph of this

sect¡on and was not designed to ident¡fy all deficienc¡es in internal control that m¡ght be mater¡al

weaknesses or, significant def¡c¡enc¡es. G¡ven these lim¡tat¡ons, during our audit we did not identify any

def¡c¡encies ¡n ¡nternal control that we consider to be material weaknesses. However, mater¡al

weaknesses may ex¡st that have not been identified.

MEMBER:
Americáñ lnst¡tute of Ceñ¡fied Publ¡c Accosntants
Puerto R¡co So.iety of Cert¡fied Publi( AccountantscPA iili.'§:il§L"*



Opinion on Eoch Md¡ot Federol Progrom

ln our opin¡on, Municipal¡ty of Gurabo, Puerto R¡co complied, in all material respects, w¡th the types of
compl¡ance requ¡rements referred to above that could have a direct and mater¡al effect on each of its
major federal programs for the year ended June 30, 2015.

Report on lnternal Control over Compl¡ance

Management of Mun¡c¡pal¡ty of Gurabo, Puerto R¡co is responsible for establish¡ng and ma¡nta¡ning
effective ¡nternal control over compliance w¡th the types of compliance requirements referred to above.
ln plann¡ng and performing our audit of compl¡ance, we considered Mun¡cipality of Gurabo, Puerto
R¡co's ¡nternal control over compliance w¡th the types of requ¡rements that could have a d¡rect and
mater¡al effect on each major federal program to determine the aud¡t¡ng procedures that are
appropr¡ate ¡n the c¡rcumstances for the purpose of express¡ng an opinion on compliance for each major
federal program and to test and report on ¡nternal control over compliance ¡n accordance w¡th OMB
Circular A-133, but not for the purpose of expressing an op¡n¡on on the effect¡veness of ¡nternal control
over compliance. Accord¡ngly, we do not express an op¡n¡on on the effectiveness of Munic¡pality of
Gurabo, Puerto R¡co's ¡nternal control over compliance.

A deficiency in ¡nternol control over complionce ex¡sts when the design or operat¡on of a control over
compl¡ance does not allow management or employees, in the normal course of performing their
ass¡gned functions, to prevent, or detect and correct, noncompliance w¡th a type of compl¡ance
requ¡rement of a federal program on a t¡mely bas¡s. A moter¡ol weokness in internal control over
compl¡ance is a def¡c¡ency, or comb¡nation of deficiencies, ¡n internal control over compliance, such that
there ¡s a reasonable poss¡bil¡ty that mater¡al noncompliance with a type of compl¡ance requ¡rement of
a federal program w¡ll not be prevented, or detected and corrected, on a t¡mely basis. A s¡gn¡ficont
defic¡ency ¡n internal control over compliance is a deficiency, or a comb¡nation of deficiencies, ¡n ¡nternal
control over compl¡ance w¡th a type of compliance requirement of a federal program that ¡s less severe
than a material weakness ¡n ¡nternal control over compliance, yet important enough to mer¡t attent¡on
by those char8ed w¡th governance.

Our considerat¡on of ¡nternal control over compliance was for the l¡mited purpose descr¡bed in the f¡rst
paragraph of this sect¡on and was not designed to ¡dent¡fy all deficiencies in ¡nternal control over
compliance that m¡ght be mater¡al weaknesses or s¡gn¡f¡cant deficiencies. We did not ident¡fy any
deficiencies ¡n ¡nternal control over compl¡ance that we cons¡der to be mater¡al weaknesses. However,
mater¡al weaknesses may ex¡st that have not been ident¡f¡ed.

The purpose of this report on ¡nternal control over compl¡ance ¡s solely to descr¡be the scope of our
test¡ng of ¡nternal control over compliance and the results of that test¡ng based on the requ¡rements of
OMB C¡rcular A-133. Accordingly, this report ¡s not su¡table for any other purpose.

Cados R. Díaz, CPr\, PSC
L¡cense No.275

Expire December 1,2018
March 15, 2016
Aguas Buenas, Puerto R¡co

The stamp No. Et99t37 of the Puerto R¡co

Soc¡ety of Certif¡ed Publ¡c Accountants was
affixed to the orig¡nal of th¡s report.
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MUNICIPATITY OF GURABO
SCHEDUTE OF FTNDTNGSAND QuEsrroNED Cosrs

FoR THE YEAR ENoED JUNE 30, 2015
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF GURABO

SGHEDULE OF FI DINGS AND qUESTIoNED Co5T5

FoR THE YEAR ENDEDJUNE 30, 2015

SECTION I . SUMMARY OF AUDITOtrS RESULTS

Financial Statements

Tvpe of aud¡to/s report issued
Govef nmental activ¡t¡es
Governmental funds

lnternal control over financ¡al report¡ng:

Mater¡al weakness (es) identified?
S¡gnificant def¡ciency (¡es) ¡dent¡fied that are
not considered to be mater¡al weaknesses?

Noncompl¡ance material to financial statement
noted?

_yes

_yes

__-X-yes

-yes_yes

Unqual¡f¡ed

Qualified
Unqualified

__l-no

Xno

Federal Awards

lnternal control over ma.¡or programs:

Material weakness (esI ¡dent¡f¡ed?
Sign¡ficant deficiency (¡esl ident¡fied that are
not considered to be mater¡al weakness(es)

Type of audito/s report issued on compliance for
major programs

Any audit findings disclosed that are required to
be reported ¡n accordance with sect¡on 510(a)

of C¡rcular A-133

-X-no

Xno

---L yes

ldentificat¡on of maior programs:

CFA Number(sl Name of Fedéral ProPram

L4.228 Commun¡ty Development Block Grant/
State's Program

!4.871 Section 8 - Hous¡ng Choice Vouchers

20-507 FederalTrans¡t - Formula Grants
(Urbanized Area Formula Progam)

Dollar threshold used to d¡stingu¡sh between
type A and type B programs: S30o,000

Audit qualified as low-r¡sk aud¡ted? 
-yes 

--X-no
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COMMONWEATTH OF PUERTO RICO

MUNICIPATITY OF GURABO

SGHCDUTE OF F|I{DTNGS A D QuEs¡oNED Cosrs (CoirnNUEDl

FoR THE YEAR EI{DED JU E:I0,2015

SECÍION II . FINAÍ{CüAL SÍATEMENTS FINDINGS

F¡nd¡ng No. 2015{t1

Account¡nt system

Condit¡on

The Munic¡pality's financial statements do not include such adjustments and disclosures require by
GASB - 68.

C.¡teria

GASB 68 requires that the pens¡on exp€nses, as well as deferred outflows of resources and deferred
inflows of resources related to pension be recognized for employer's proportionate share of collect¡ve
pension expense and collective deferred outflows of resources and deferred inflows of resources related
to pens¡ons. The employe/s proportionate share should be determ¡ned us¡ng the employer's
proport¡on ofthe collect¡ve net pens¡on l¡ab¡lity.

Effect

The Mun¡c¡palivs financ¡al statements are not presented in accordance with generally accepted in the
United States of Amer¡ca.

Recommendat¡on

The Municipality should adjust its financ¡al statements to included adjustment requ¡red by account¡ng
principle generally accepted ¡n the United States of America.
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