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INDEPENOENT AUOITORS' REPORT

To the Honorabl€ Mayor and
Municipal Legislature

Municipality of Gurabo
Gurabo, Puerto Rico

We have audited the accompanying financial statements ot the governmental activities,
each major fund and the aggregate remaining fund information of the Municipality oI
Gurabo, as of and for the year ended June 30, 2010, which collectively comprise the
Municipality's basic financial statements, as listed in the table ol contents. These financial
statements are the responsibility of the Municipality's management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducled our audil in accordance with auditing standards generally accepted in the
United States oI America and the standards applicable to financial audits contained in
Government Auditing Slandards, issued by the Comptroller Generalof the United States of
America. Those standards require that we plan and perlorm the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating ihe
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

ln our opinion, the financial statements referred to above present fairly, in all material
respecis, the respective financial position of the governmentalactivities of each majorfund
and the aggregate remaining fund information o, the Municipality of Gurabo as ol June 30,
2010, and the respective changes in financial position lhereof lor the fiscal year then ended
in conformity with accounting principles generally accepted in the United States of America.

ln accordance with Govemment Auditing Standards, we have also issued our report dated
December 17, 2010, on our consideration of the Municipality's internal control over
financial reporting and ouI tests of its compliance with certain provisions of laws,
regulations, contracts, and grants agreements and other matters. The purpose of thal
report is to describe the scope of our testing of internal control over Iinancial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance wilh Government Auditing Standards and should be considered
in assessing the results of our audit.
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Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis on pages 3 through 8 and budgetary comparison
information on pages 41 through 42 be presented to supplement the basic financial
statements. Such information, although not a part of the basic llnancial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historicalcontext. We have applied certain limlted
procedures to the required supplementary information in accordance wilh auditing
standards generally accepted in the United States oI America, which consisted of inquiries
of management about the methods of preparing the informalion and comparing the
information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtain during our audit of the basic Iinancial
statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Municipality of Gurabo's financial statements as a whole.
The accompanying schedule of expenditures offederal awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-
133, Audifs ofSlates, Local Govemmenls, and Non-Profit Otganizations, and is also not a
required part of the financial statements. Such inlormation is the responsibility o,
management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or
to the financial statements themselves, and other additional procedures in accordancewith
auditing standards generally accepted in the United States of America. ln our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as
a whole.

San Juan,
December

,/r* /'*", i[
Puerto Rico
17 .2010
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

MANAGEMENT'S DISCUSSION AND ANALYSIS

lvlanagement of lhe Municipality ol Gurabo ol the Commonwealth ol Puerto Rico (the
"Municipality") provides this Managementb Discussion and Analysis ol lhe
Municipality's basic financial statements as an overyiew and analysis of the financial
activities of the i/unicipality tor lhe fiscal year ended June 30, 2010. We encourage
readers to consider the information presented here in conjunction with the additional
information that we have furnished in the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

The Municipality's in the Govermenlal Activities has reporled assets and net assels
amounting to $62,594,463 and $21,647,138 respectively, in the accompanying
statement of net assets, of which the most signilicant assets are capital assets
amounting to $48,519,361 (78 percent of total Municipality's assets).

The l,4uniciaplity in the same activities has reported total liabilities amounting to
$40,947,325 in the accompanying statement of net assets, ol which the most significant
liabilities are bonds, notes and other longlerm debt amounting lo $31,345,712 (77
percent ol total liabiliti$).

The lvlunicipality has reported total revenues amounting to $24,078,423 in the
accompanying Statement of Revenues, Expenditures and Changes in Fund Balances-
Gubernamenlal Funds, for the FiscalYear Ended June 30,20t 0. The mostsignificant
revenues amounting in this statement are property taxes and municipal licenses taxes,
sales iax and, licenses and permits were to $10,497,312 (44 percent ol total
revenues) and $9,071,388 (38 percent ol total revenues), respectively.

The Municipality has reported a net change in net assets of expenditures over revenues
amounting to ($5,307,938) in the accompanying statement of activities.

The Municipality's governmental funds reported combined ending lund balances of
$5,539,857 which represent the fund balances of the general fund, Join Resolutions
and Debt Service fund combined (all known as the Municipality's major funds).

The lvlunicipality has repo(ed a fund balance lor the general fund amounting to
$430,489.

The Municipalaty has reported a deficiency of revenues and other financing sources
under expenditures and other financing uses amounting to ($8,860,507) in the
governmental funds. Such amount correspond to General Fund and Debt Service fund.
As a significant fact, the Municipality's outlays lor Loan and Bonds and Joint Resolution
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during the year amounted $3,866,600 while to the disponible lunds provine o, the fund
balance available at beginning of the liscal year. Such outlays over financing sources
and reducing the expected income for the incongruence on the State economy were
the principal reasons of the deficiency in the governmental funds.

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS

The lilunicipality's financialstatements include three components: (1) the government-wide
tinancial statements, (2) the fund financial statements, and (3) the notes to the financial
statements (collectlvely known as the basic rinancial statemenls).

Government-Wide Financial Statements

fhe government-wide financial statemenls are designed to provide readers with a broad
overview of lhe l/unicipality's operations and finance as a whole in a manner similar to
private-sector business. These statements provide short-term and long-term information
about the lvlunicipality's financial position, which assist the l\,4unicipality's management to
determine lhe economic condition at the end of the fiscal year. These financial statements
are prepared using the flow of economic resources measurement focus and the accrual
basis of accounting. This basically means that these linancial statements follow methods
that are similar to those used by most businesses. They take into account all revenues and
expenses connected with the fiscal year ended June 30, 2010 even if cash involved have
not been received or paid. The governmenlwide financial statements include: (1) the
statements of net assets and (2) the statement ot activities.

Statement of Net Assets

The statement of net assels presents all ot the [/unicipality's assets and liabilities, with the
difference between these two items reported as "net asseis" (equity). Overtime, increases
or decreases in the net assets may serve as a useful indicator of whether the financial
position of the lvlunicipality is either improving or deteriorating.

Statement ot Activities

The statement of activities presents information showing how the Municipality's net assets
changed during the fiscal year ended June 30, 2010. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash llows. Thus, revenues and expenses are reported in this
statement for some items that will not result in cash flows until future fiscal periods (such
as uncollected taxes and earned but unused vacation leave). This statement also
presents a comparison between direct expenses and program revenues for each function
of the N/unicipality.
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Both ol the abovementioned financial staiements present all the governmental activities of
the [/unicipality, which consist mostly by taxes and intergovernmental revenues (such as
tederal grants). Most services provided by the lvlunicipality fall into this category, including
culture and education, general government, health and sanitation, public safety, public
housing and welfare, etc.

Fund Financial Statements

The N4unicipality's fund financial statements, which consist of: (1) the balance sheet -
gove rnmental funds and (2) the statement of revenues, expenditures and changes in fund
balances - governmental funds. These financial statements report the financial position
and results of operations of the Municipality's governmental funds.

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Municipality, like most
other state and local governments, uses fund accounting to ensure and demonstrale
compliance with finance-related legal requirements. Each fund is considered an
independent fiscal entity accounted for within a set ot self-balancing accounts that
comprise its assets, liabilities, fund equity, revenue, and expenditures. Fund accounting
segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with legal, fjnancial and contractual provisions.

The fund financial statements focus on: (1) individual parts of the lvunicipality's
government and (2) reporting the Municipality's operations in more detail than the
government-wide financial statements. For financial reporting purposes, the Municipality
classifies its funds within the lollowing fund categories: (1) general fund, (2) debt service
fund, (3) special revenue funds and (4) capital projects funds (collectively known as the
"governmental f unds").

Governmental funds are used to account for all of the services provided by the
Municipality. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the governmental-wide financial statements.
However, unlike the governmenlwide financial statements, governmental tund financial
statements focus on near-term inflows and outflows of spendable resources. They also
focus on the balances ol spendable resources available at the end of the fiscal year (June
30, 2010). This approach is known as using the flow o, current financial resources
measurement focus and the modified accrual basis of accounting. These statements
provide a detailed short-term view of the [/unicipality's finances that assists in determjning
whether there will be adequate financial resources available to meet the current needs of
the Municipality, that is, evaluating the Municipality's near-term financing requirements.

Because the focus of governmental tunds is narrower than that of the government-wide
financial statements, it is useful to compare the fund information presented for
governmental funds with similar information presented for governmental activities in the
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government-wide financial statements. By doing so, readers may better understand the
long{erm impact of the Municipality's near-term financial decisions.

For tinancial reporting purposes the N4unicipality has four major funds: (1) the general fund
(2) the debt service fund (3) the Housing and Urban Developmeni Programs and (4) Other
Governmental Funds.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential
to a full understanding of the data provided in the government-wide and the lund financial
statements. The notes to the basic tinancial stalements can be found immediately following
the basic financial statements.

Government-wide Financial Statements Summary

As noted earlier, net assets may serve over time as a useful indicator of the Municipality's
financial position. ln the case of the lvlunicipality, assets exceeded liabilities by
$21.647,138 at June 30, 2010.

As previously discussed, by far the largest portion of the Municipality's net assets reflect its
investment in capilal assets (e.9., land, buildings, machinery, equipment and all other
property), less any related debt used to acquire those assets that is still outstanding. The
lvlunicipality uses these capital assets to provide services to citizens; consequently, these
assets are notavailable for future spending, The following is a condensed presentation of
the Municipality's financial position and results of operations, as reported in the
government-wide f inancial statements:

Condensed Statement ol Net Assets:
June 30. 2010
$14,075,102

48.519.361
$62.594.463
$ 9,601 ,613

31.345.712
$40.947.325

26,279.316
7 ,365.471

(1 1 .997,649)

s2l-6421i18

Current assets
Capital assets

Total assets
Current liabilities
Non-current liabilities

Total liabilities
Net assets/(liabilities):
lnvested in capital assets, net of related debt
Restricted
Unrestricted

6-
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An additional portion of the Municipality's net assets (3 percent) represents resources that
are subiect to restrictions on how they may be used. At the end of the current fiscal year,
the Municipality has reported positive balances in two categories of net assets.

Condensed Slatement o, Activities:

Revenues:
Program revenues:

Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Municipal license taxes
Sales and use tax
Grants and contributions
lnterest, fines and penalties
lvliscellaneous

Total revenues
Expenses:

General government
Public salety
Public works
Recreation
Health and welfare
Economic Development
lnterest on long-term debt

Total expenses

June 30. 2010

$ 670,437
1,644,310

505.1 19

10,497.312
-t,.492,567
-1 .906,184

2,151 ,565
191 ,810

16.919
24.O76,229

$15,665,038
1,823,341
4,990,978
't ,487,652
3,714,355

414.339
1.288.458

29.384.161

(5,307,938)
| 44,289\
26.999.365

$21^04z;tilE

Change in net assets
Loss on disposition of assets

Net assets - at beginning ol year
Net assets - at end of year

Fund Financial Statements Summary

As discussed earlier, the Municipality uses fund accounting to ensure
compliance with linance-related legal requirements.

and demonstrate

Governmental Funds - The focus of the lvlunicipality's governmental tunds is to provide
information on near{erm inflows, outflows, and balance ol spendable resoulces. Such
information is useful in assessing the Municipality's financing requirements. ln particular,
unreserved fund balance may serve as a useful measure of a government's net resources

-7 -



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

STATEMENT OF NET ASSETS
JUNE 30, 2010

Asselg

Cash and cash equivalents (Note 2)
Cash with tiscalagent (Note 2)
Cert ficates of deposits (Note 2)
Accounts receivables:

lvlunicipal ljcense taxes (Note 6)
Bent, licences and permils

Due from other agencies (Note 8)
Capital asseis, net (Note 'r0)

Total assets

Liabilitiee and Net Agsets

Liabilities
Account payable and accrued liabilities
Due to other agencies (Noto 11)

Deferred revenues:
Municipal license taxes (Note 12)
Federal government

[ralured bonds payable
Matured inlerest payable
Noncurrent liabilities (Noto 14):

Due wilhin one year
Due in rnore than one yeaa

Accrued interest payable
Total liabilrties

Nel Assets
lnvestment tn capital assets, net ol related debt
Bestricted Ior:
Debt service

Capitalprojects
Unreslricled

Total nel assets

The accompanying

Governmental
Activities

s ,1,598,305

7.376,500
206,366

351 ,1 96
128,710

1.414.025
48,519,361

s 62,594 463

3,949,373
1,04't,010

2.874,799
29.755

485,000
155,308

1.833.853
29,511,859

1.066,368
40.947,325

26.279,316

2,063,198
5,302.273

(1 1,997,649)

s 21 647 138

notes are an integral part of these basic financial statements.
-9-
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COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF GURABO

RECONCILIATION OF THE GOVERNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET ASSETS

JUNE 30, 2010

Totalfund balances - governmental lunds $ 5,539,857

Amounls reported for governmental activities in the statement
of net assets are dirferenl because:

Capital assets, net used in governmental activities are
not current linancial resources and therefore are not

- reported in lhe governmental funds balance sheet
. Some liabilities, including bonds payable, are not due

nd payable in the current period and therefore are not
reported in the funds. (Nole 3)

_ Net assets of governmental activities

48,519,361

132.412.080)

$ 21.647.138

- 13 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

BECONCILIATION OF THE STATEMENT OF REVENUES.
EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAB ENOED JUNE 30.2O1O

Net change in fund balances - total governmental lunds

Amounts reported tor governmental activities in the stalement ol
activaties are diflerent because:

. Governmental funds report capital outays as expenditures.
However. in the statement of activities, the cost of those assets
is al,ocated over their estjmated useful lives and reported as
deprecialion expense.

. Depreciation expense on capital assets is reported in the
slatement of activities, but do not require the use of current
financial resources. Therelore, depreciation expense is not
reported as expenditure in governmental funds.

. Governmental lunds report issuance of long{erm debt as olher
linancial sources because provides current iinancial resources.

. Governmental funds report principal payments on long-term
obligations as expenditures, whereas the principal pay;ents
reduces the long{erm obligations in the statementof acti;tties.

. Revenues in lhe statement of activities that do not provjde
current financial resources are not reported as revenues in lhe
Iunds.

. Change in accrued inierest expense which does not require the
use of current financial resources.

. Some expenses reported in the statement ot activrties do not
require the use ol cUrrent fjnancial resources: therelore. are not
reported as expenditures in governmental funds.

Chanqes in net assets of governmental activrties

$ (4,510,507)

4.547.456

(1,763,855)

(4,350,000)

1,6't0,414

(2,200)

(257,858)

(581,388)

s (s,307.938)

The accompanying notes are an integrar part or these basic financiar sratements
- 15 -
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't. OBGANIZATION

The [/unicipality of Gurabo. puerto Bico (lilunicipality) was founded in 18j5. The
i,4unicipality is a political legalentity with full legislalive and administrative faculties in
every affair of municipal character, with perpetual succession exjstence and legal
identity, separate and independent from the central government of the
Commonwealth of Puerto Rico. The Municipality provides a full range of services
including: public safety, public works, culture, recreation, health and weltare,
education and other misceltaneous services.

The Nlunicipal Government comprises the executive and legislative branches. The
executive power is exercised by the l\,4ayor and the legislative by the l/unicipal
Assembly, which has l4 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements ot the lvlunicipality have been prepared in
conformity with accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental entiiies. The Governmentat
Accounting Standards Board (GASB) is the accepted standard_setting body lor
establishing governmental accounting and f inancial reporting principles.

The fjnancial information of the Municipatity is presented in thjs report as follows:

. Management's Oiscussion and Analysis - Introduces the basic financial
statements and provides an analytical overview of the Municipality,s financial
actlvities.

. Government - Wide Financial Statements - This reporting model includes
tinancial statements prepared using full accrual of accounting for all ol the
government's activilies. This approach includes not just current assels and
liabilllies, but also capital assets and tong-term liabitities (such as buitdings and
infrastructure, including bridges and roads, and generat obligation debt).

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAF ENDED JUNE 30. 2O1O
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDEO JUNE 30. 2O1O

. Statement of Net Assets _ The statemenl oJ net assets is designed to disptay the,nanciat position ot lhe [/tunicipatity. inctuding capirat ai."-t! ""nl'inir"strr"tur".

::.:^1^"1 1.::!.9.l the [,4unicipatity wi be broken down inro three caregories;
rnvesreo rn caprtat assels, net ol related debt: restricted: and unrestricted.

' staiement of Program Activities - The government - wide statement ot activ iesreport expenses and revenues in a lormat that focuses on the cosiof each of thegovernment's functions. The expense of rndividual functtons rs compared to therevenues generated directly by the function.

. Budgetary comparison schedules - Demonstrating compliance with the adopted
budgetis an important component ola gore,nmen'i,s accountaOifity to tne puOfic.
Under the new reporting model, the Mu;icipality wrll continue to IroiiOi orOq"t rycomparison information in their financjal staiements. An importint change,
however, is a requirement to add the governmenl,s originat buJf,ei tJtre cunent
companson ol frnal budget and aclual results.

The following is a summary of the more significant policies.

b. Reporting Enlity

ln evaluating how to derine the Municipality for linancial reporting purposes,
management has considered all potential component units.' The"decision loinclude a potential component unit in the reporting entjty was male Oy appfyingthe provisions of Statement No. 14, as urnuiA"O 'Oy St"t"runt No. Sg,Determining whether Certain Organizations 

"re Componenl Units,, _ anamendment of GASB Statement No. 14, "the Financiat Fieportrng enIty,. ot tneGASB. The basic, but not the ontycnterion for inctuding ,'ptt"nlirt 
"orpon"ntunit within th€ reportjng entity is if elected ofliciats of-a primary gtr"rnr"nt

appoint a voting majority of the entity,s governing body, and if eitiei one of thefollowrng conditrons exrsts: the pnrary gorer,nrient ian ,rpoie rii wrtt on tneother entity or the polenlral exists lor the other entrty to {1)provide speciticfinancjat benefits to or (2) impose specific financial i:rrO,in" 'on 'iie 
pnrury

government. A second criterion used tn evaluahng potential componenf untts as ilthe ndture and srgnrfrcance of lhe relationship be-tween the entiiy anO a prrmary
government are such that to exclLrde lhe entity lrom Ihe Iinancial reporting entitiwould render the financial statements misleading or incompfete. 

---
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2O1O

GASB Statement No.39 provided additional guidance to deiermine whether
certain organization for which the primary government is nol financially
accountable should be reported as components units, A legally separate, tax_
exempt organization should be discretely presented as a componeniunit if all of
the following criteria are met: (a) the economic resources recelved or held bv the
separate organization are entirely or almost enlirely for the direcl benelrt oi the
primary government, its component units, or its constituents: (b) the primary
government, or its component units, is entiled to, or has the ability to otherwise
access, a maiority of the economic resources received or held by the separate
organization, and; (c) the economic resources received or held by an individual
organization that the specific primary government, or its component units, is
entitled to, or has the ability to otherwise access, are significant to the prjmary
government.

GAAP details two methods of presentation: btending the financial data of the
component units" balances and transactions in a manner similar to the
presentation of the l\ilunicipality,s balances and transactions or discrete
presentation of the component units', financialdata in columns separate from the
lVunicipality's balances and transactions. Based on the aforementioned criteria,
the i,4unicipality has no component units.

c. Government-Wide and Fund Financial Statemenls

The governmenlwide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report information on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
removed lrom these statements. Governmental activities are supported mainly by
taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment is oflset by program revenues. Direct expenses
are lhose that are clearly identifiable with a specific function or segment. program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a gjven functron or
segment and 2) grants and contributions that are restricted to meeling the
ope rational or capital requirementsof a particular Iunction orsegment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

_ 18 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The lund financial statements segregate transactions related to certain lunctions
or activities in separate funds in order to aid financial management and to
demonstrate legal compliance. These statements present each;ajor fund as a
separate column on the fund financial statementsi all non-major lunds are
aggregated and presented in a single column.

Measurement Focus, Basis ol Accounting and Financial Stalement
Presentation

The government-wide ,inancial statements are reported using the economic
resources measurement focus and the accrual basis of accourting Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and lhe modilied accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the government considers revenues to be available if they are
collected within the current period or soon enough thereafter. Expendiiures
generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related io
compensated absences and claims and judgments, are recorded only when
payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current
liscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and available only when cash is received by the
government.

- 19 -
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COMMONWEALTH OF PUEBTO BICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOF THE FISCAL YEAR ENDED JUNE 30, 2O1O

The [/unjcipality reports the following major governmental lundsj

1) General Fund

This is the operating lund of the Municipality and accounts for all financiat
resources, except those required to be accounted lor in another fund

2) Housino and Urban Develooment proorams (HUD programs)

This fund account for revenue sources for the development of viable urban
communities, decent housing, suitable living environment, rental assistance to
help very low-income famjlies alford decent, safe and sanitary housing by
encouraging property owners to rehabiljtate substandard housing and lease
the units with rental subsidies to low-income family.

3) Sales and Use Tax Fund

This fund account for revenue sources proceeding from the imposition of the
.3lu: 3nq use tax corresponding to the one perient to be collected by the
Municipality that shoutd be used for sotid waste co ection and recycting
programs, the construction of capital works and improvements, health, and
security.

4) Debt Service Fund

This fund is used to account for the resources
made for principal and interest on long-term
governmental Iunds.

5) State Leqislative Joint Resolutions

The State Legislative Joint Flesolutions fund is used to account for certain
operations grants awarded by the Legislative of the Commonwealth of puerto
Bico to subsidy certain operations and administrative aclivities of the
Municipality.

6) Loans and Bonds

The Loans and Bonds lund is used to account for the financial resources lor
lhe acquisition-of personal property and/or construction of major improvements
which are not financed by other lunds.

accumulated and payments
general obligation debt ol
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30. 2OIO

Private-section standards of accounting and financial reporting issued prior to
December 1, 1989. generally are tollowed in the governmenlwide financial
statements to the extent that those standards do not conflict with or contradict
guidance of the Governmental Accounting Standards Board.

As a general rule the effect of interfund activity has been eliminated lrom the
government'wide f inancial statements.

Amounts reported as program revenues include 'l) charges to customers or
appljcants for goods, services, licenses, permits, or privileges provided, 2)
operating grants and conlributions, and 3) capital grants and contributjons,
including special assessments. lnternally dedicated resources are reported as
general rcvenues tather than as program revenues. Likewise, general revenues
include all taxes.
When both restricled and unrestricted resources are available for use, it is the
government's policy to use restricted resources lirst, than unrestricted resources
as they are needed.

Cash and Cash with Fiscal Agent

The Municipality's Finance Director is responsible for investing available
resources. The lvlunicipality is restricted by law to invest only in savings accounts
and certilicates of deposits with banks qualified as a depository of pubtic funds by
the Puerto Flico Treasury Department (PRTD) or in instruments of th;
Government Development Bank for puerto Rico (GDB).

Cash with fiscal agent in the State Legistative Joint Flesolution and Loans and
Bonds funds consist of unused proceeds from appropriations from the Legislature
of Puerto Flico, for the payment of current liabilities, and bonds and notea issued
for the acquisition and construction of major capital improvements. Cash with
tiscal agent in lhe debt service fund represents special additjonal property tax
collections retained by lhe Commonwealth ol puerto Rico and restricted lor the
payment ol the Municipality's debt service, as established by law.

lnterf und Receivables and Payables

Aclivity between funds that are representalive ol lending/borrowing arrangements
outstanding at the end of the fiscal year is referred to as elther due to/from other
funds (i.e., the current portion of interlund loans) or advances to/from other funds
(i.e., the non-current portion of interfund loans). All other outstanding balances
between funds are reported as due to/from other funds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

t. Capital Assets

Capital assets purchased or acquired are carried at historical cost or estimated
historicalcost. Contributed assets are recorded at fair market value as of the date
donated. Additions, improvements and other capital ouflays that signilican y
extendthe useful life of an asset are capitalized. Other costs incurred for repairs
and maintenance are expensed as incurred. Depreciation in capital assets is
calculated on the straight-line basis over the following estimated useful lives:

lnfrastructure
Buildings and building improvements
Furniture and lixtures
l\4achinery and equipment
Motor vehicles

9. Reservation ol Fund Balance

Uselul Life

40 years
30-40 years

5 years
3-5 years

5 years

Reservations of fund balance represent portions ot fund balances that are legally
segregated for a specific future use or are not appropriated for expenditure. The
Municipality has the following reservations of fund balance:

1) Encumbrances

Represent future expenditures under purchase orders, contracts and other
commitments. These committed amounts generally will become liabilities in
future periods as the goods or services are received.

2) Debt Service

Represents net assets available to finance fulure debt service payments.

3) Caoital Proiects

Bepresents the reservation of amounts to be used for future expenditures, for
capital projects under contracts and other commitments. The committed
amounts generally will become liabilities in future periods as the projects are
completed.

-zz-
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOF THE FISCAL YEAB ENDED JUNE 30, 2O1O

4) Other Soecified Purooses

Represent financial resources set aside for use in federal and state grant
pro9rams.

Risk Financing

The N,4unicipality carries insurance lo cover casualty, theft. tort claims and other
losses. lnsurance policies are negotiated by the puerto Rico Treasury
Department and costs are allocated among all the municipalities of puerto Rico.
Cost of insurance allocated to the Municipality and deducted from the gross
property tax collections by the Municipal Revenue Collection Center (the "CRI|\il,)
for the year ended June 30, 201O amounted to approximately $2j6,OOO. The
current insurance policies have not been cancelled or terminated. TheCFilMalso
deducted approximately $244,000 for workers compensation insurance covering
all municipal employees.

Compensated Absences

Employees. are entitled io 30 days vacalions leave and 1g days sick leave per
year. Sick leave is recorded as an expenditure in the year paid. Employees are
entitled to payment ot unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.016, Section b (2) of the Municipal Law, authonzing
the Municipality to pay any excess of vacations and sick leave accumulated ovei
the maximum previously permitted by law. Calculations must be made until
December 31 of every year. Excess of sick leave must be paid until March 31
next every natural year. Excess of vacations can be paid after July 1 of every
liscal year.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30. 2O1O

i. Future Adoption o, Accounting Pronouncements

The Governmental Accounting Standards Board has issued the following
stalements that the Municipality has not yet adopted:

Statemenl
Number Slatement Name

Adoption
Flequired in
Fiscal Year

2010-1 1

2011"12

2010-1 1

2012-13

2012-13

57

54 Fund Balance Reporting and Governmental
Fund Type Delinitions

OPEB l\,4easurement by Agent Employees and
Agent Multj-Employers Plans

Financial lnstrument Omnibus

Accounting and Financial Fleporting for
Service Concession Arrangements

61 The Financial Reporting Entity: Omnibus-
An amendment of GASB Statements No. 14
and 34

-24-
ORTIZ. RIVERA. RIVERA & CO,

Sur.l5l. POBo\7i)l!0.srnluatr.PR 00916715111Ph{mr71li) j56851.1.Fd 187r1i].0561

60

The impact of this statement on the lvlunicipatity,s financiat statement has not yet
been determined.

k. Use ol Estimates

The preparation of linancial statements in conlormity with accounting principles
generally accepled in the United States ol America requires management to make
estimates and assumptions that affect the reporled amounts of assets and
liabilities, and disclosure of contjngent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and
expendttures/expenses during the reporting period. The most sjgnificant
estimaies consist of lhe contribution received from the Puerto Rico Eleckic power
Authority and the Municipal Revenue Collection Center caused by the delay of the
notification of the actual revenues and expenditures to the presented in lhe
financial statements of the agencies mentioned above.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30. 2O1O

3. RECONCILIATION OF GOVERNMENT.WIDE ANO FUND FINANCIAL
STATEMENTS

The governmental fund balance sheet includes a reconciliation between fund
balance-governmental funds and net assets of governmental aclivities as reported in
the governmenl-wide statement of net assets. One element of that reconcaliation
explains that some liabilities. including bonds payabte, are not due and payable in lhe
current period and therefore are not reported in the funds. The details of the
approximately $32.4 million difference is as fo[ows:

Bonds payable
Compensated absences
Notes payable
lnterest payable
Due to Puerto Rico Health lnsurance Administration
Note payable - CBIM LIMS
Claims and judgements

Net adjustment to reduce fund balance governmental funds
to arrive at nel assets of governmental activities

$26,590,045
2,682,955
1 ,447.OOO
1,066,368

424,515
118,515
82.682

s323U-a€O

4. DEPOSITS - CUSTOOIAL CBEDIT RISK

Custodial credit risk is the risk that in the event of a bank faiture, the governmenl,s
deposits may not be returned to it. Under puerto Flico statutes, publjc lunds
deposited in commercial banks must be fully collateratized for the amount deposited
in excess of federaldepository insurance. All securities pledged ascollateralare held
by lhe Secretary of the Treasury of puerto Ftico. ln addition, the i/unicipality
maintains deposits with the Governmenl Development Bank for puerto Rico (cDBi.

The [Iunicipality's bank batances in commercial banks of approximaiely $4.6 miIion
in the governmental activities were fully coltateralized at June 30. 2010. The deposits
at GDB of approxrmately $4.2 mi ion that are restricted principally for capital projecls.
and the 52.3 million in the debt service fund are unsecured and uncollateralized, as
no collateral is required 1o be carried by governmental banks.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30,2O1O

The N4unicipality maintains its deposits in three banks rocated at puerto Rico. Allkind
of deposit is guaranteed by the Federat Deposit tnsrrun"" Coipor"iion (FDtC) up tos250.000.

The excess is covered by collateral provided by banks and hetd by the Treasury
Department of the Commonweatth of puerto Riio pursuant to;pplicable laws andregulations.

5. PROPERTY TAXES

The l\y'unicipal Revenues Collection Center (CRli,4) of the Commonweatth of puerto
Rico is responsible by law for the assessment, levy and collection of all real andpersonal property taxes. The tax on personal pr6perty is self assessed by the
taxpayer. The assessment is made in a return which mujt be filed with the CRiM byMay 15 of each year. The tax on real property is assessed Uy tn" CntU. fnu
assessment is made as of January 1 of each year and is based o; estimated current
values of the property as of year 1 957. The tix on personat property must be paid in
full together with the return on or before May tS. ihe tax on reat property is due in
two equal installments in July I and January 1, following the assessment date.

The rates are 8.83% for real property and 6.83% for personal propeny. The
composition is as follows:

Basic property
Addilional special property - state
Additronal special property - munictpal
Drscounts made by state to lax payer

Beal Personal

6.00% 4.OO/o
1.03% 1 .03%
2.00.i" 2.OOh
<-A"L> < _29./",

Lqi.,. 0.!3.%

The [.{unicjpality's basic property tax rate represenls the porljon which is appropriated
Ior general purposes and accounled for in the generat fund.

The "additional special property tax _ municipal, is resiricted for debt servrce and
retained by GDB for such purposes and it is recorded as revenue in the Debt service
Fund when cotlected by the CFIM and reported to the Municip;1iry. Thel.additional
special property tax - state,, is coltected by the CFItM for the payment ol jrincipal and
interest of general obligation bonds and cerlain other oblg;tions issuejby tne sfategovernment.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURAEO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

Residential real property occupied by its owner is exempt by law from the payment of
property taxes on the first $i5,000 of the assessed value. For such exempted
amounts, the Department of Treasury assumes payment of the basic tax to the
l\,4unicipality, except for property assessed at less than $3.500. for which no payment
is made. Bevenue related to the basic tax on exempl property is recorded in the
General Fund when payments are received lrom the CRIM.

Complete exemption from personal property taxes up to an assessmentof $5O.OOO is
granted to merchants with an annual volume of net sales less than $1SO,OOO.

Prior to the beginning of each fiscal year, the CRINI informs the Municipatity of the
estimated amount of property tax expected to be collected for the ensuring fiscal year.
Throughout the year, the CFIIM advances funds to the Municipatity based on the initial
estimated collections. The CFIIM is required by law to prepare a setflement statement
on a fiscal year basis, whereby a comparison is made betlveen the amounts
advanced to the N,4unicipality and amounts actually collected from taxpayers.
This settlement has to be completed on a preliminary basis not later lhan three
months after fiscal year-end, and a final setlement made nol later than sjx months
after year end. lf the CRli/ remits to the lvlunjcipality property tax advances, which
are less than the tax actually collected, a receivable from the CRIM is recorded at
June 30. However, if advances exceed the amount actually collected by the CRIM, a
payable to the CRIN4 is recorded at June 30.

Currently, the Municipality has received ihe pretiminary set ement from CFll[/ related
to fiscal year 2009-'10. but not the finat setflement as the six months period after fiscal
year ends, provided by law to CFll[.4 to issue this, has not yet expired. l\,4anagement
believes, based in part on the experience from prior years, that when receivld, the
f inal settlement trom CRIM will not show a significant difference from the preliminary
settlement and lhat such difference, if any, will not have a material effect on th;
financial condition of the Municipality.

Based on the preliminary settlement already received, during the year ended June 30,
2010, the amount collected from taxpayers and charges by CRhd exceeded the
amount received in advances from CRI[/, for the same period by approximalely
54.000. Such amounl is presented as due to CFIIM in the accompanying financlil
stalements. (See Note 8)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURAEO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

6. MUNICIPAL LICENSE TAX

l,lunicipal License Tax is recorded in the fiscal year in which payment is due and.
accordingly, represents taxes which are due and uncollected at June 30, 2010. The
annual i,4unicipal License Tax is determined based on the gross income of all
commerce and industrial organizations that have operations in the ivlunicipality of
Gurabo, and are not totally or partially exempt under lhe lnduslrial lncentive Law of
Puerto Bico.

An annual return of business volume should be filed on or before April 1S of each
year and payable in two equal installments due on July 1 and January 1. A discount
of 5o./o is allowed when full payment is made on or before April 15. The rates of
municipal license in the Municipality of Gurabo, are as follows:

1.50%

The amounts collected in advance are recorded as deferred revenues in the General
Fund. The Municipality invoiced and collected in advance during the current year
approximately $2.9 million, corresponding to the next fiscalyear municipal license.

7. SALES AND USE TAX

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 (,.Act 80,,)
which imposed to all the Municipalities of Puerto Bico a unilorm municipal sales and
use tax of 1.5ol". Effective August t , 2007 'lolo ol the 1 .5% will be collected by the
[,4unicipalilies and the remaining .5ol. of the 1.5% will be coltected by the puerto Flico
Department ol Treasury.

Act 80 also provides for restrictions on the use of the resources (including the .S of
1.5",i" collected by the Commonwealth Government) to be invested in solid waste and
recycling programs, capital improvements and health and public safetycosts. Amount
collected by the Commonwealth Government will be deposited in accounts or special
Iunds in the Governmental Development Bank ot puerto Eico (.GDB"), subject to
restrictions imposed and diskibuted as follows:

a. .2a/o ol lhe.5ol" will be deposited in a "Municipal Development Fund', to finance
costs as restricted by the Act,

b. .2olo of the .5% will be deposited in a "lvlunicipal Redemption Fund,, to finance
loans to municipalities subject to restrictions imposed by the Act and,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENOED JUNE 30,2O1O

c. 1o1, of the .59,o will be deposited in a -Municipal lmprovement Fund" to f inance
capital improvement projecls; these funds will be distributed based on legislation
from the Commonwealth's Legislature.

8. DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencres:

Puerto Bico Electric Power of Authority
Municipal Flevenues Collection Center (Debt Service Fund)
Puerto Flico Treasury Department
lvlunicipal Revenues Collection Center (General Fund)

Total

9. INTEBFUNOTRANSACTIONS

a. Due From/To Other Funds:

Payable Fund

$ 933,000
330,365
146,369

4.291

$1._tLl4O25

Amount

The due Irom and due to other fund balances as of June 30, 2010. are as follows:

Beceivable Fund

Joint Resolutions
General Fund
General Fund
General Fund
Other Governmental
General Fund

General Fund
Other Governmental Funds
Loans and Bonds Fund
HUD Programs

Funds General Fund
Sales and Use Tax Fund

$1,388,332
967,167
679,653
238,820
138,891
86.034

$319A€92

The balance of S679.653 due from the Loans and Bonds fund represents
disbursements made by the General Fund to cover various construction projects
that will be reimbursed by the Government Development Bank for Puerto Rico.

ORTIZ. RIVER,f9RIVERA & CO,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

The balance of 51.388,332 due from the General Fund mainly represents
advances made by the Joint Resolutions Fund lo cover cash flows needs, which
will be reimbursed by the General Fund within approximately 90 day period after
year-end.

All remaining balances resulted from lhe time lag between the dates that (1)
interfund goods and services are provided or reimbursable expenditures occur. (2)
transactions are recorded in the accounting system, and (3) payments between
lunds are made.

b. lnterrund Transfers:

lnterfund kansfers for the year ended June 30, 20'10 consisted of the following:

Transfer ln

General
Sales and Use Tax Fund
Debt Service

Total

Debt Service
General Fund
General

Transter Out Amount

$ 4,9s2,975
2,070,000
1 .017.86'l

$ = 8.0JQ,9.qQ

The transfer from the Debt Service Fund to the General Fund of approximately
$4.9 million represents excess of property tax collections.

The transfer from the general tund to the debt service fund of $1,017,861
represenls monies transferred to cover debt service payments as become due.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

10. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 201O was as foltows:

s 12.323 25a

charged to functions/programs ol the lvlunicipatity asDepreciation expense was
follows:

General government
Public safety
Public works
Flecreation
Health and welfare
Economic development

Total depreciation expense

$ 169,489
96,864

670,580
748.455

57 ,464
21.003

s 1,.26?S55- governmental activitieS
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAB ENDED JUNE 30, 2O1O

- 11, DUE TO OTHEF AGENCIES

Due to other agencies at June 30, 20i0 are as follows:

Puerto Flico Electric Power Authority
Puerto Rico Water and Sewer Authority
Relirement System Administration
Slate lnsurance Fund Corporation
General Services Administration
Puerto Rico Labor Department

Total

.I2. DEFEFRED REVENUES

Municipal License Tax

S615,000 series ot 1992. payable in annual installments ol
$27,000 to $44.000 until 2015 with interest at 5.0.,i,.

$1 ,967.000 series of 1994, payable in annual insta ments of
S88,000 to $159,000 until 2015 with interest at 6"1..

ORTIZ. RIVERI?RIVERA & CO

$ 933,000
49.560
37,343
13,022
7,695

390

$ r311,Q10

The deferred revenues of approximately 92.9 million in the general fund related to
municipal license tax collected in fiscal year 2009-10 that will be earned in fiscal year
2010-1 1 .

13. INTERGOVERNMENTAL REVENUES

lntergovernmental revenues in the general and capital projects funds consist mainly
of collections f rom the Commonwealth of Puerto Flico and the CBllvl, and payments in
lieu of taxes lrom the Puerto Rico Electric Power Authority.

14. LONG.TERM DEBTS

Bonds and notes payable and other debt outstanding at June 30. 201O are as lollows:

Bonds

s 198,000

705,000

Suire 152. PO Bo\ 701$. Sa. luan- eR 00916 ?250 . Phore 1787 | 75e8jl.r. Fd 1787) t?1-0561



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDEO JUNE 30, 2O1O

$325,000 series of 1997, payabte in annual instaflments of
S11.000 to $44,000 untit 2015 with interest at S9/o.

$704.000 series of 2OOO, payabte in annual instaltments of
$20,000 to $47.045 until 2024 with interest at 4.59,o.

$665,000 series of 2002, payable in annual insta ments of
$15.000 to $55,000 untit 2026 with interest ranging from
2.7"h Io 5.691.

$2,715,000 series of 2002, payable in annual installments of
$50,000 to 5215,000 untit 2027 with interest ranging from
1.530./0 to 6.5%.

$375,000 series of 2002. payable in annual installments of
$12,000 to $29,000 untit 2027 with interest at 4.50",1 .

$940.000 series of 2007. payabte in annual insta ments of
S'100.000 to S165,000 until 20t3 with interest rangrng from
1.53o/" to 7.5%.

$7,595.000 series ol 2OO7 . payable in annual installments of
Sl 10.000 lo S635.000 until 203'1 with interest ranging from
1 .53% to 7.59/..

$ 1 ,010,000 series of 2OO7 , payabte in annual installments of
$10,000 to $85,000 until 2032 with interest ranging from
1.53'/o to 7.59/..

$225,000 series of 2008, payable in annual installments of
S5,000 to S20,000 untit 2032 wath interest ranging from
1.539i, to 7.5oi,.

5780.000 series of 2008, payable in annual insia ments of
$10,000 to $70,000 until 2032 with interest ranging from
1 .53% to 7.5.io.

$ r 87,000

497,045

540,000

2,255,000

338,000

465,000

7,095,000

975.000

210,000

ORTIZ. RIVERA. RIVERA & CO,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUHABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOEO JUNE 30,2O1O

S7.470,000 series of 2008, payable in annual installments ot
S1 15,000 to S615,000 until 2032 wjth interest ranging from
1.530,6 to 7.50/0. $ 7.105.000

$'l .210.000 series of 2008, payable in annual installments of
$20,000 to $100,000 until 2032 with interest ranging from
1 .53o./. to 7.59,". 

1 ,15O,OOO

$280,000 series of 2008, payable in annual installments of
$5,000 to $30,000 until 2033 with interest ranging from
1.53% to 7.5../. 27O,OOO

$4,350,000 series of 2010, payable in annual installments of
$495,000 to 970,000 untit 2016 with interest ranging from
4.75"h to 7 .5"/" 3.855.000

Total bonds $ Z6.E9O-O4E

Notes Pavable

$158,000 note payable, series of 2008, payable in annual
installments of S5,000 to $15,000 until 2092. with interest
ranging from 1.53o/" to 7.5o/". $ ]53,OOO

$584,000 note payable, series of 2008, payable in annual
installments of $130,000 to $165,000 untit 20.12. with interesr
ranging from 1.53oh to 7 .5o/". 31O.OO0

$1,156,000 note payable. series of 2008, payable in annual
inslallments of $83,000 to $21 7,000 until 20 17, with interest
ranging from 1.53"/0 to 7.5.;. 9g4.ooo

Total notes payable $L]L4Z,]QAO
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Note Pavable to CRIM (LIMS)

On June 27, 200'l , the l\,4unicipality entered into a financing agreement with the CRll,4
in the amount of 5624,492 for the payment of the [/unicipality's share of the cost of a
management information system (LIMS) acquired by the CFIIM or the management of
taxpayels properties located in Puerto Rico. The note is payable in semiannual
installments of $41.879, including interest ol 5.959,. and is due on November 28,
2011. Amount is financed with unrestricted funds through withholdings from the
advances of property taxes and amounts of municipal equalization Iund send to the
N,4unicipality by the CBIM.

The annual requirements for the amortization of general long-terms at June 30, 2010,
are as follows:

Bonds Payable Notes Payahle
Principal lnterest Principal lnteresl

2011 $ 1,346,000 $ 1,209,656 $ 249,000 S 78,802
2012 1,432,000 1.54a,777 264,000 89.850
2013 1,524.000 1,490,540 112,000 70,048
2014 1,473,000 1,429,064 120,000 61,650
2015 1,573.000 1.378.270 162,000 s2,650
2016-2020 4,822.000 6,070,565 431,000 93,750
2021-2025 s,s15,045 4,327,695 38,000 35,398
2026-2030 6,490,000 2,320,670 48,000 19,648
2031-2035 2.415,000 24A.270 23,000 2.700

s 26.590.045 $ 20,023,507 $1,447,000 $ 504,496

Principal lnteresl

2011 S 77,853 S 5,91I
2012 40,662 1.210

$ 118,515 S 7.121

Note Payable- CBIM (LIMS)
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUBAAO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

As described jn Note 5, the N/unicipality levies an annual special tax of 2.09,; of the
assess€d value of real property. The proceeds of this tax are required to be credited
to the Debt Service Fund lor payment of general obligation bonds and notes of the
Municipality. The property taxes are collected and retained by the CBIM.

Beginning Ending

Gov.rnm€nral A.tlvni63:

Nole payabre . CBIM (L|MS)

s 23..194.045

1 730000

191.929

Addirlon3 Paymo.b

s 4350000 s r2540oo
. 283,000

- 73.41.r

s 26,590045 S 13,16 OOI

I 447 000 2,19.00)

118 515 77 A5)

iolallong.tem debt

Othd Long-T€rm Ltabltitt€.:

ouelo Pue.to Fico Hea[h lnsuranco
Adminiskation

Claims and judgemen6

Compensated absences

Toiat olher liabrtilies

Tolat noncureot riabrt{res

15. RETIREMENT PLAN

a. Plan Description

25,115974 4 350 000 I 610J14 28,155.560 1.672 gal

1 I1,374

a2 642

2,414,70A

424.515

82.682

2.642.955

. 111 374

121.515

414.934 146.687 161 001

2.608 764 3190.152 161 001

523024.738 S 5t89drg S 1868,175 S31345.712 51833.851_=

253 061

The Employee's Fletirement System ol the Government of puerto Rico and its
lnskumentalilies (ERS) is the administrator of a cost-sharing muttiple-employer
retirement system established by the Commonwealth of puerto Rico. The System
was created under the Act 447, approved on May 15, 195.l, as amended, and
became elfective on January 1, 19S2.

-36-

ORTIZ. RIVERA. RIVERA & CO,

Sunc il. P(lBo\i0l50.SarJum.PR.({)916rl50.Ph0n!r,rilr1i6iril.1 Fr\iiS-1 l,lllri6i



COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF GUBABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

ERS covers all regular employees of the Commonwealih of puerto Rico and its
instrumentalities and of certain municipalities and components units not covered
by their own retirement's systems.

Participation is mandatory except tor members of the Legislature, Government
Secretaries, Heads for Agencies and Public lnstrumentalities, Assistants to the
Governor. the Comptroller of Puerto Rico, Gubernatorial Board and Committee
appointees and Experimental Service Station employees.

ERS provides retirement, dealh and disability benefits. Disability retirement
benefits are available to members for occupational and non-occupational
disabilities. Fietirement benefits depend upon age at retirement and number of
years of credited service. Benefits vest alter ten years ot plan participation.

Members who have attained an age of at least fiftyjive (55) years and have
completed at least twenty-five (25) years of creditable service or members who
have attained an age of at least fifty-eight (58) years and have completed at least
ten ('10) years of creditable service, are entitled to an annual benefit, payable
monthly for life.

The amounts of the annuity will be one and one-half percent of the average
compensation multiplied by the number of years of creditable service up to twenty
years, plus 2o./. of the average compensation multiplied by the number of years oI
creditable service in excess of twenty years. ln no case lhe annuity will be less
than S200 per month.

Participants who have completed at least thirty (30)years ofcreditable service are
entitled lo receive the lvlerit Annuity. Participants who have not attained fiftyjive
(55) years of age will receive 6596 of the average compensation or il they have
attained fifty-tive (55) years of age will receive 75-q'" of the average compensation.
Disability retirement benefits are available to members Ior occupalional and non-

occupational disability. However, for non-occupational disability a member must
have at least ten (10) years of service.

No benefat is payable if the participant receives a refund of his accumulated
contributions.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAB ENDED JUNE 30.2O1O

On September 24, 1999, an amendment to Act No. 447 ol May 15. tgsl,which
created EFIS, was enacted with the purpose ol establishing a new pension
program (System 2000). Employees participating in the cur;nt system as of
December 31 , 1999, may elect to stay in the delinea benefrt ptan or transfer to the
new program. Persons joining the [,Iunicipality on or after January 2OOO, wiI only
be allowed to become members of System 2000. System 2OOOwill reduce th;
retirement age trom 65 years to 60 for those employees who joined the current
plan on or after April 1 , 1990.

System 2000 is a hybrid defined contribution ptan, also known as a cash batance
plan. Under this new ptan, ihere will be a poot of pension assets, which will be
invested by ERS, together with those of the current defined benetit plan. Benefits
at retiremenl age will not be guaranteed by the Commonwealth of puerto Rico.
The annuity will be based on a formula which assumes that each vear the
employee's contribution (with a minimum of 8.275ol" of the employee,s satary upon
to a maximum of 109i,) will be invested in an account which will either: (1 ) earn a
fixed rate based on the two-year Constant lvlaturity Treasury Note or, (2) earn rate
equal to 75"6 of the return of the ERS,s investment portfolio (net of management
fees), or (3) earn a combination of both alternatives. participants will receive
periodic account statements similar to those of defined contribution plans showing
their accrued balances. Disability pensions will not be granted under Syster;
2000. The employeas contribution (9.275_e/. of the employee's salary) will b; used
to lund the currenl plan.

b. ContributionRequirements

Commonwealth legislation requires employees to contribute 5.775% ot gross
salary up to 56.600 ptus 8.275"b ot gross satary in excess ot $6,600. The
Municipality's contributions are g.27S"b of gross salary. Contributions,
requirements are establlshed by law. The actuarially determined contributjon
requiremenl and contributions actually made for the year ended June 30, 20lO
was approximately $443.000. The Municipality,s payroll for em ployees covered by
ERS was approximatety 54.8 miIion. The l\,4unicipatity totai payroll lor a
employees was approximately SB.O mlllion.

Additional information on the EFS is provided in its financial statements for the
year ended June 30, 20'10, a copy of which can be obtained from the ERS,
l\,'linillas Station. PO Box 42003, San Juan, pF 00940.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

16. RISK MANAGEMENT

The Risk l\,,lanagement Division ol the l\ilunicipality,s Legal Department is responsible
of assuring that the Municipality's property is properly insured. Annually, the Risk
Management Division compiles the information of all property owned and its
respective market value. After evaluating lhis inlormation. the Risk lvlanagement
Division submits the data regarding the l\,4unicipatity,s properties to the Area of public
lnsurance at the Department of the Treasury of the Commonwealth of puerto Flico
who is responsible lor purchasing all property and casualty insurance policies of all
municipalities.

17. CONTINGENCIES

a. The Municipality receives FederalGrants for specific purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate
expenditure disallowances under the terms of the grants, managemenl believes
that any required reimbursemenls would not be material.

b. The IVlunicipality is a defendant and/or co-defendant jn various lawsuits which
claims for actual damages. Some of these lawsuits are covered by insurance.
The Municipality's management and outside counsels believe that is probable that
any potential liability that might exist, if any, in excess of the insurance, will not
aflect significantly the financial position ot the Municipality.

COMMITMENTS

The N/unicipality of Gurabo had several outstanding or planned construction projects
asof June 30,2010. These projects are evidenced by contractualcommitments with
contractors. The construction projects are commitments of the Joint Resolution's
Iund and Loans and Bonds fund that amounted to approximatety g5.3 mi ion.

SUBSEQUENT EVENT

During July 2010, the lvlunicipality issued a generat obligation bond ol $ 1 ,89O,OOO for
the acquisition of a parcelof land. The bond will be due in annuat installment through
July 2035 and will bear interest at 7.506.

't 8.

19.
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COMII/lONWEAlTH OF PUEFIO RICO
MUNICIPALITY OF CU8A8O

AUDGETABY COUPAAISON SCHEDULE. GENEFAj. FUNO
FOF THE FISCAI YEAF ENDEO JUNE 30.2O1O

Ongin.l

5.857.233

2.355.000
5 000

2..136423

150000

Va.l.nc.wirh
Acruel Amounrt Finrl Audqo|.

{audgorarysasi3) p6niv.
(S€ Nol.l) (Negatlvc)

6.552,326
6.t25 r,12

1520

166. /30

FEVENI,,ES

r,,unrcFa rrcenselales

charg6 ror ree'cesiftl rent
lnlerqovernme.lal reve.ues:

lnleresr. Imes and penalties

EXPENOITI,FES

OTIIEi FINANCING SOUFCES
Fep@gBmmmgtunds

Ercess ol expendlures

5857?33

2.365000

2$6..123

s 695 095
r37!.752)

t1.t 12.229)

(53.009)

\497.22O|
(r37.913)

r25r.504)

3 423 243
aa2 674

r 3r9.545
393.336

1 059 522

35.331

Erpl.mdod ot D,fh6.d:
sour.d.ffow. .l ls!re.:

Addmount lbdqetary bas6) ' budqerary compaas shedug
o'fiecrces budsor ro GAAP

m the budqerary .oopa6cn $hedub
oue,ences oudqerroGAAP'

C Lrenr re & a.cum bi trces ciy,re'l as .I!)d.dil!4s lor D' nq.Iary pu,plios

i 6r r2.rr

-.-------:;-:!

The accompanying notes to budgetary comparison schedule are an integral part ot this
schedule.
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COMMONWEALTH OF PUEFTO HICO
MUNICIPALITY OF GURABO

NOTE TO BUDGETARY COMPARISON SCHEDULE-GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

l. Stewardship,Compliance,andAccountability

Budgetary Control

The Municipality s annual budget is prepared on the budgetary basis of accounting.
which is not in accordance with accounting principles generally accepted in ihe United
States of America, and represents departmental appropriations recommended by the
l\y'ayor and approved by the lvlunicipal Legislalure prior to ihe beginning of the fiscat
year. Amendments to the budget require the approval of the [,4unicipal Legislature.
Transfers of certain appropriations within the budget known as Mayols Executive
Orders, do not require the approval of the Municipal Legislature. The Nrunicipality
prepares its annual budget including the operations of the general fund.

For budgetary purposes, encumbrance accounting is used. The encumbrances (i.e. ,

purchase orders, contracts) are considered expenditures when incurred. For
USGAAP reporting purposes, encumbrances outstanding at year-end are reported as
reservations of fund balances and do not constitute expenditures or liabilities because
the commitments will be honored d uring the subsequent year. ln addition, under the
budgetary basis of accounting, revenues are recorded when cash is received.

The unencumbered balance ot any appropriation at the end of the fiscal year will
lapse at the end of such fiscal year. Other appropriations, mainly capital project
appropriations, are continuing accounts for which the l\,4unicipal Legislature has
authorized that an unspent balance from the prior year be carried forward and made
available lor current spending.

The annual budget as presented in the Budgetary Comparison Schedule - General
Fund is the budget resolutions at June 30, 2010 representing the original budget.
There was one supplemental approprialion for the Iiscal year ended June 30, 2010.
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF GUFABO

SCHEOULE OF EXPENDITUAES OF FEOERAL AWAROS
FOR THE FISCAL YEAR ENDED JUNE 30, 20IO

U.S. D6parlm6nt ot HouBlnq and Urban
Oevelopment (HUo)

Secrion I Hous'ng Cholce Vouchers
Pass.tnrough Depanment ol Fam,ly
Homeless.ess P.evenilon and Fapd Be-Housing

Proglam (Becovery Acl Funded)
Emercency Shelier Gra.t Program
Pass-through Commissroner Ollice ol Municrpal Allalrs

Slate Block G.ant Program-SBGP
Subioial U S. oepariment of HUD

U.S. Dcpartmenl ol Agrlcultura
Pass'through Puerlo Rlco Depadme.t of Educalion

Chrld and Aduii Care Food Program
Subloial U S. Depa(me.l ol AgricultLr€

U.S. Deparimenl o, Healrh and Human Seruice8 (HHS)

Pass-lhrough Puerlo Flco Depariment ol Family
Chrld Care and Dev€lopment Slock Grant
ABRA Chrld Care and Oevelopmeni Block Grant

Pass-through Olicrna de la Pocuradora de las
Personas d€ Edad Avanzadal

Eneqy Eliciency and Conse.vaiion Elock Grant Program
SubioralU.S. D€parhent oI Energy

U.S. Oepartment of Labor
Pass rhrough the Human Besources and Occupalronal Developmenl

Council Workfor€e lnvestmenl Act Crusler
Wo torce lnveshenl Act - Aduii

Subroral U S. oeparhenr o, Labor

U.S. Oeparhenl of Hom€la.d Security
Pass Ih.o!gh Ihe Puerlo Bico Deparlment ol Jusllce

olnce,or rhe oomeslrc Preparedness Fiscal vear 2005
rlomeland Secu ly Granl P.ogram

Subroral U.S. Oepanmenr ot Homeland Se€uriy

TOTAL

Federal Grantor/Program Titlo

Fe.leral Federal
CFDA Disbursement,
Numb€r Expenditure!

14.A71 S 553.92r

159.393
28.163

11 257
14.231

14 224 595.593
1.337.070

r0 558 28 659
28 659

93 575
s3.713

Specral Programs for lhe Agrng ' Trtle lll. Part C Nukiiion SeMces 93.045
SubtotalU.S. Deparhenr ol HHS

U.S. Departmsnt of Em.gy
81 r28

627 475
22,550

r06,100
756.325

98 C0.1

94,004

1T 254 130 0r6
130 016

97 067 t0 /60
.t0 750

See notes to schedule of expenditures of federal awards.
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1.

2.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENOED JUNE 30,2O1O

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule ol Expenditures of Federal Awards is a summary of the
aclivity of the Nrunicipality of Gurabo's lederal award programs presented on the
modified accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America.

FELATIONSHIP TO BASIC FINANCIAL STATEMENTS

The reconcilaation of expenditures in the basic financial statements to the Schedule of
Expenditures of Federal Awards is as tollows:

Expenditures as per basic financial statements:
Housing and Urban Development programs fund
Federal expendilures included within the other nonmajor
governmental funds

Total expenditures per schedule of expenditures
of federal awards

$ 1,447,839

1,053.764

$ 2l0t-60!I

-/l<-
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Ortiz, Rivera, Rivera & Co
Cert I ed Publc Accountaots and Brs ness Ad! sors

CPA orlaido Luis Onrz CabreE

CP.{ vrro Anronio turm Zini-qE

Amed.ai linirure otCenilied

Pleno Rno 3o doicenifi.d

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASEO ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANOARDS

To the Honorable Mayor and
lvlunicipal Legislature

Municipality of Gurabo
Gurabo, Puerto Flico

We have audited the financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the lvlunicipality of Gurabo, as of and for
the year ended June 30, 2010, which collectively comprise the Municipality,s basic financial
Statements and have issued our report thereon dated Decembet 17,2O1O. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govemment Auditing
Standads, issued by the Comptroller General of the United States.

lnternal Conlrol over Financial Reportino

ln planning and performing our audit, we considered Municipality of Gurabo,s internal
control over financial reporting a basis for designing our auditing procedures lor the
purpose of expressing our opinions on the linancial statements, but not for the purpose of
expressing an opinion on the effectiveness of the l/lunicipality's internal control over
tinancial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Municipality's internal control over financial reporting.

A deliciency in internal control exisls when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions. to prevent or detecl misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstalement of the entity's financiat statements will
not be prevented or detected and corrected on a timely basis.
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Our consideration of internal control over financial reporting was lor the limited purpose
described in the tirst paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies, signilicant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined above.

ComDliance

As part of obtaining reasonable assurance about whether the Municipality of Gurabo,s
financial statements are lree of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulatjons, contracts and grant agreements,
noncompliance with which could have a direct and material effect on lhe determination of
financial statement amounts. However. providing an opinion on compliance with those
provisions was not an objective ol our audit, and accordingly, we do not express such an
opinion. The results of our test disclosed no instances of noncompliance that are required
to be reported undet Government Auditing Standards.

We noted certain other matters that we reported to management of the lvlunicipality of
Gurabo in a separate letter dated December 17, 2010.

This report is intended solely for the information and use of the management.
Commissioner Office of Municipal Affairs, others within the entity and the federal awarding
agencies and pass-through entities and is not intended to be and should not be used by

.(

The slamp 2571481 was
lo lhe origrnalo,lh s
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CPA Olando Luis Ortu Cabren

CPA Vrro Anronio Rr'n Zini-qa

Am.icai Insiirute oI Cenified

Pleno Rno Bomd oiccnifi cn

INOEPENOENT AUDITORS, REPOHT ON COMPLIANCE WITH
REOUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT

ON EACH MAJOR PROGRAM ANO ON INTEHNAL CONTROL OVER
COMPLIANCE IN ACCOBOANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor
and Municipal Legislature

Municipality of Gurabo
Gurabo, Puerto Bico

Comoliance

We have audited the compliance of i{unicipality ol Gurabo with the types ol compliance
requirements described in the U. S. Office ol Management and Budget (OMB) Circutat A-133
Compliance Supplemertthal are applicable to each of its maior federal programs for the year
ended June 30, 2010. Municipality of Gurabo's major federal programs are identilied in the
summary of auditor's results section of the accompanying schedule ol findings and questioned
costs. Compliance with the requirements ol laws, regulations. conkacts and grants applicabte to
each ol its majorlederal programs is the responsibiljty of Municipatity ot Gurabo's management.
Our responsibility is to express an opinion on L4un icipality of Gurabo s compliance based on our
audit.

We conducted our audit ot compliance in accordance with auditing standards generally
accepted in the Unrted States of America; the standards applicable to linancialaudits contained
in Government Audiling Stardards, issued by the Comptroller General ol the United States: and
OMB Circular A-133. Audils ol Slales, Local Govemments, and Non-profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material elfecl on a major lederal program
occurred. An audii includes examining, on a test basis, evidence about Municipality of Gurabo's
compliance with those requirements and pertorming such other procedures as we considered
necessary in lhe circumstances. We believe that our audit provides a reasonable basiS for our
opinron- Our audit does not provide a legal determinalon on Municipality of Gurabos
compliance with those requirements.

ln our opinion, the Municipality of Gurabo complied, in a material respects, with the
requirements referred to above that could have a direct and material eflect on each of its malor
federal programs lor the year ended June 30, 2010. However, the results ol our auditing
procedures disclosed instances ol non compliance with those requirements. which are requjred
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to be reported in accordance wilh Ol\,4B Circular A-'133 and which is described in the
accompanying schedule of lindings and questioned costs as item 10-1 and 10-2.

lnternal Control over Comoliance

Management of [,4unicipality ot Gurabo is responsible for establishing and maintaining elfective
internal conirol over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. ln planning and performing our audit, we considered
Municipality ol Gurabo's internal control over compliance with requirements that could have a
direct and material effect on a major lederal program in order to determine the auditing
procedures lor the purpose of expressing our opinion on compliance and to lest and teport on
internal control over compliance in accordance with OMB Circular A-133, but not for lhe purpose
ol expressing an opinion on lhe eflecliveness of internal control over compliance. Accordingly,
we do not express an opinion on the ellectiveness ol lhe Municipality's internal control over
compliance.

A deliciencyin internal conlrol over compliance exists when the design oroperation ofa control
over compliance does not allow management or employees, rn the normal course ol performing
their assigned funclions, to prevent or detect and correct noncompliance with a type ol
compliance requirement of a federal program on a limely basis. A material weakness in internal
control over compliance is a deliciency, or combination ol deliciencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or delected and
corrected, on a timely basis.

Our consideralion ol internal control over compliance was for the limited purpose described in
the lirst paragraph of this section and was not design to identity all deficiencies in internal control
over compliance lhat mighl be deficiencies, significant deficiencies or material weaknesses. We
did not identify any deliciencies in inlernal control over complrance that we consider to be
malerial weaknesses. as defined above.

Municlpality of Gurabo s responses to ihe findings identilied in our audit are described in the
accompanying Schedule ol Findings and Ouestioned Costs. We did not audil lhe Municipality of
Gurabo s response and, accordingly, we express no opinion on it.

This report is intended solely for the information of the managernent, Commissioner Office oi
Municipal A,lairs. others within the entlty and the lederal awarding agencies and pass-lhrough
enlrtres and is not lntended to be and should not be used by anyone other than lhese specified
partres.

San Juan. Puerto Flico
December 17. 2010

o?,,rr3,,uo A G
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF GURABO

SCHEDULE OF FINOINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDEO JUNE 30, 2O1O

1. SUMMARY OF AUDIT RESULTS

a. The auditor's' r€port expresses an unqualified opinion on the basic financial
slatements of the Municipality of Gurabo.

b. There were no significant deficiencies on internal controls over financial reporting.

c. No instances of noncompliance materialto the financial statements of lvlunicipality
of Gurabo were disclosed during the audit.

d. There were no significant delaciencies on internal controls over major programs.

e. The auditor's report on compliance for the maior federal award programs for
l\ilunjcipality of Gurabo express an unqualified opinion.

f. Audit findings related to the major federal award programs for l/unicipality of
Gurabo are reported in number 3 of this schedule.

g. The programs tested as malor program are:

. Section 8 Housing Choice Voucher - CFDA No. 14.871

. Homelessness Prevention and Fiapid Re-Housing Program (Flecovery Act
Funded) - CFDA No. 14.257

. Child Care and Development Block Grant - CFDA No. 93.575

. ARBA Child Care and Development Block Grant - CFDA No. 93.713

h. The threshold for distinguishing types A and B programs was $300,000.

i. l\,lunicipality of Gurabo was determined to be a low-risk auditee.

2. FINDINGS - FINANCIAL STATEMENTS AUOIT

None
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUBABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30, 2O1O

FINDINGS AND QUESTIONED COSTS - MAJOB FEDEFAL AWARD PHOGRAM
AUOIT

!!99te'! Findinq/Noncompliance
Ouestioned

Cost

Child Care
and
Developmenl
Block Grant
Program -
CFDA No.
93.575

Condition 10-1

The l\,4unicipality's internal conlrol over compliance wilh
the cash managemenl requirements of lhe tederal
program is not elfective since it is not minimizing the
time elapsed between lhe receipi and final
disbursemenis ot funds.

Criteria

fhe 45CFA 7 4.221a) establishes lhal the federalfunds
recipient will adopt lhe necessary policies and
procedures to minimize the lime betlveen the receiptol
funds and the disbursements for expenditures.

Cause

The Municipality does nol keep adequate cash
forecasting procedures because lhe f,runicipality has
requested and received federal tunds in excess ol ils
immediale needs-

Effect

The continued occurence of this condition mayexpose
the Municipality to the assessment ol interest cost
relating to the excess cash on hand which would be
paid from local lunds.

Recommendation

The Municipality should modity lhe cash lorecasting
process by eslablishing a system lo forecast the cash
needs or lhe next five days, as eslablished by federal
regulations. Federal funds should only be requested
when they are going to be disbursed immediately afler
receipt, o. within three (3) business days.

'51 -

ORTIZ, RI\JERA, RIIERA & CO,

s+

. .':



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30,2OIO

Program Finding/Noncompliance

Condition 10-2

The [,4unicipality did not complywith the requirement
of preparing and filling ils Accrued Expenditures
reporls on a timely basis During our examinatjon of
the Accrued Expendilures Repon, we noted that the
Municipality did not send on time lhe quarterly report
for the following period ended.

Questioned
Cost

s0
Child Care and
Development
Block Grant
Program - CFDA
No. 93.575

Quarter Ended

12-31-2009
3-31-2010

Criteria

Oue Date Date Submitted

1-13-2010
5'13-2010

1-10-2010
4-10-2010

The Municipality is not in compliance with 45
CFR74 52 which requires federal fund recipients to
periodically monitor the perlormance of grant-
supported activities to ensure that time schedules
are being met, projected work units by time periods
are being accomplished, and other performance
goals are being achieved by the preparation of
federal financial reports. To achieve these goals.
program management should prcpare accurate and
timely federal financial reports.

Cause

The above situation occurred because the
N4unrcrpalily did not ensure to verify and understand
its reporling requirements for this program

Effect

The conlrnued failure to file the requrred reporls may
result in sanctions by lhe Federal grantor, such as
granl payment wrth holdings.

ORTIZ. RIVERA. RIYERA & CO,
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF FINOINGS AND QUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDEO JUNE 30. 2O1O

lrsglqtr Findinq/Noncompliance
Oueslioned

Cost

Recommendatron

The Municipality should ve.ify and become familiar
with all administrative requirements applicable to
each federal linancial assistance program,
especially when new grants are received. This can
be achieved by obtaining lhe information applicable
to the program lrom the pass-thru grantor, lederal
grantor, or the Catalog ol Federal Domeslic
Assistance ("CFDA'), which is available from the
lederal government.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUFABO

SCHEDULE OF STATUS OF PRIOF YEAR
AUDIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1O

- During the current examination, follow-up was given to the findings informed to the

unicipality in prior years. lt was noted that corrective action has been taken, except

for certain conditions that still existand require further action. These are included in

- the accompanying Schedule of Prior Year Audits Findings and Ouestioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF STATUS OF PRIOR YEAR
AUOIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30,2O1O

Prooram

Slate Block Grant
Proglam
CFDA No. 14.228

Findinc/Noncompliance Status

Stale Block Grant
Program
CFDA No. 14.228

Condilion 09-l

The Munrcipality internal conlrol over corFplrance Condltion still

wrth lhe cash management requrrements ol the preva'ls'

federal program is not etfective since it is not
minimizing the time etapsed between the receiptand
final disbursement of funds.

Condition 09-2

The Municipality did notcomply with the requirement Condition still

ol preparing and liling its federal linancial reports on prevails.

a timely basis.
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CORRECTIVE ACTION PLAN

December 17. 2010

Cognizant or Oversight Agency for Audit:

Municipality of Gurabo respectfully submits the following corrective action plan forthe year

ended June 30,2010.

Name and address of independent public accounting firm: Ortiz, Rivera, Rivera & Co.,
Sute 152. Po Box 70250, San Juan, Puerto Rico 00936-7250.

Audit period: Fiscal year ended June 30, 2010

The findings from the June 30, 2010 schedule of findings and questioned costs are
discussed below. The findings are numbered consistently with the numbers assigned in
the schedule.

FINDINGS _ FEDERAL AWARD PROGRAM AUDITS

Finding 1O-1: Child Care and Oevelopment Block Grant Program - CFDA No' 93.573

Reportable Condition: See Condition '10-1

Recommendation

The Municipality should modify the cash forecasting process by establishing a system to
forecast the cash needs for the next five days, as established by federal regulations.
Federalfunds should only be requested.

Action Taken

The program operates thru the ACUDEN program, where our functions are followed thru
their regulations. The request of funds is submitted and is processed by three months
advanced, reason why we cannol disburse immediately within (5) five business days.

\|irh ,I',xlrl l0lll- (;ur b(,- hr(ni, ltico r)117ig
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Finding l0-2: Child Care and Development Block Grant Program - CFDA No. 93.573

Reoortable Condition: See Condition 10-2

Recommendation

The Municipality should verify and become familiar with all administrative requirements
applicable to each federal financial assistance program, especially when new grants are
received. This can be achieved by obtaining the information applicable to the program
from the pass-thru grantor, federal grantor, or the Catalog of Federal Domestic Assistance
("CFDA"), which is available from the federal government.

Action Taken

The iilunicipality will verify and become familiar with all administrative requiremenls
applicable to each federal financing assistance program especially with new grants and
received. This will be achieved by obtaining the information applicable to the program from
the pass-thru grantor, or the Catalog of Federal Domestic Assistance (CFDA).

It is important to clarify that although we receive federal funds, our Municipality has to
follow state regulations such as the Administration Care and lntegrated Childhood
Development (ACUDEN) Child Care Program.

lf the Cognizant or Oversight Agency for Audit has questions regarding this plan, please

call Hector Caraballo at (787\ 737-8411.

Cordially,

- ,l@!(c,"
Nannette Arzuaga
Director
Child Care
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