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INDEPENDENT AIIDITORS' REPORT

To the Honorable lvlayor and
lvlunicipal Legislature

lvlunicipality of Gurabo
Gurabo. Puerto Rico

We have audited the accompanying financial statements of the governmental activities,
each maior fund and the aggregate remaining fund information ol the Municipality of
Gurabo, as ol and for the year ended June 30, 201 1, which collectively comprise the
Municipality's basic financial statements, as listed in the table of contents. These financial
statements are the responsibility of the Municipality's management. Our responsibility is to
express opinions on these linancial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in

Government Auditing Slandards, issued by the Comptroller Generalotthe United States of
America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the Iinancial 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 signilicant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe thal our audit provides a reasonable
basis for our opinions.

ln our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities of each major fund
and ihe aggregate remaining fund information of the Municipality of Gurabo as of June 30,
20'1 '1 , and the respective changes in financial position thereof for 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 23,2011, on our consideration of the l\,4unicipality's internal control over
financial reporting and our tests of its compliance with certain provisions o, laws,
regulations, contracts, and grants agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that tesling, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part ol an audit
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perlormed in accord ance wirh Government Auditing standards and shourd be considered
in assessing the results of our audit.

The lvanagement's Discussion and Analysis on pages 3 through g, and the Budgetary
comparison schedure on page 45 are not a required part of the bisic iinanciatstatements
but are supplementary information required by accountjng principles generally accepted in
the united states of America. we have appried certain rimited procedrires, wnich consistedprincipally of inquiries of management regarding methods of measurement andpresentation of the required supplementary inlormation. However, we did not audit the
information and express no opinion on it.

our audit was conducted for the purpose of forming opinions on the financiar statements
that collectively comprise the Municiparity of Gurabois rinanciar statements as a whore. The
accompanying schedule of expenditures of federal awards is presented for purposes oI
additional analysis as required by U.S. Office of l\ranagement and Budget Circutar A_133,
Audits ot States, Local Governments, and Non-profit Organizations, aid is not a required
part of the basic financiar statements. such inlormation has been subjected to the auditing
procedures applied in the audit of the basic financial statements, and in our opinion, th6
information is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

San Juan. Puerto Rico
December 23, 201 1

Th€ stamp El8878 was
lo the origrnalol lhis repod.

.r1'* Zo''e
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

MANAGEMENT'S OISCUSSION ANO ANALYSIS

lvlanageme-nl ot the Municipality ol Gurabo of the Commonwealth of puerto Rico (the
"Municipality") provides this Management's Dlscussion and Analysis ol the
lvlunicipality's basic financiar statemenis as an overview and anarysis of the financiar
activities ot the Municipatity tor the fiscal year ended June 30, 2611. We encourage
readers to consider the information presented here in conjunciion with the additionlr
inlormation that we have furnished an the accompanying basic financial statements.

FINANCIAL HIGHLIGHTS

The lvlunicipality's in the Govermental Activities has reported assets and net assets
amounting to $74,382,628 and 918,460,204 respectivety, in the accompanying
slatement of net assets, of which the most significant assets are capital asleti
amounting to $51,761,348 (70 percent of total MuniciF,ality,s assets,).

The l/uniciaplity in the same activities has reported total liabilities amounting to
$55,922,424 in the accompanying statementof netassets, of which the most signifiaant
liabilities are bonds, notes and other long-term debt amounting to $43,OOO,-331 (z
percent ot total fiabilities).

The Municipality has reported total revenues amounting lo $27,030,096 in the
accompanying Statemento, Flevenues, Expenditures and Changes in Fund Balances_
Gubernamenlal Funds, ,or the Fascal year Ended June 30, 201i. The most significant
revenues amounling in this statement are property taxes and municipal licenses taxes
and, sales and use tax and licenses and permits were to g11,103,1g1 (41 percent of
total revenues) and S6,165,415 (23 percent ol totat rcvenues), respectively.

The Municipality has reported a netchange in net assets of revenues over expenditures
amounting to ($3,186,934) in the accompanying statement of activities.

The Municipality's governmental funds reported combined ending fund balances of
$11,833,521 which represent the fund balances of lhe general fund, other
governmental funds and debt service fund combined (all known;s the Municipality,s
major funds).

The Municipality has reported a deficatfor the generalfund amounting to (gl,86l,g60).

The Municipality has reported an excess of revenues and otherfinancing sources over
expenditures and other financing uses amounting to (97,066,396) in the governmental
funds. Such amount correspond to General Fund, debt service and ca-pital proyectsfund' 
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OVEFVIEW OF THE BASIC FINANCIAL STATEMENTS

The l\ilunicipality's financialstatements include three components: (l) the government-wide
financial statements, (2) the fund financiar statements, and (3) thanotes to the financiar
statements (collectively known as the basic tinancial statements).

Government-Wide Financial Statements

fhe government-wide linancial statements are designed to provide readers with a broad
overview of the Nrunicipality's operations and finance as a whole in a manner simjlar to
private-sector business. These statements provide short-term and long-term information
about the lvlunicipality's financial position, which assist the lvlunicipalitys management to
determine the 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 financial statements lollow methods
that are similar to those used by most businesses. They take into account allrevenuesand
expenses connected with the fiscal year ended June 30, 20i l even if cash involved have
not been received or paid. The government-wide financial statements include: (1) the
statements of net assets and (2) the statement of activities.

Statement ol Net Assets

The statement of net assers presents all of the Municipality's assets and liabilities, with the
difference between these two items reported as,,net assets,, (equity). Overtime, increases
or decreases in the net assets may serve as a useful indicator of whether the financial
position of the Municipalily is either improving or deteriorating.

Statement of Activities

The statement oI activities presents information showing how the lvtunicipality,s net assets
changed during the fiscal year ended June 30, 2011. 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 flows. 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 Municipality.

Both of the abovementioned financial statements present all the governmental activities of
the lilunicipality, which consist mostly by taxes and intergovernmental revenues (such as
tederalgrants). Mostservices provided by the Municipality fall into this category, including
culture and education, general government, health and sanitation, public safety, publia
housinq and welfare, etc.

-4-



Fund Financial Statements

The [/unicipality's fund financial statements, which consist of: (i) the balance sheet _
governmental 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 demonstrate
compliance with finance-related legal requirements. Each fund is considered an
independent fiscal entity accounted for within a set of 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, financial and contractual provisions.

The fund financial statements Iocus on: (1) individual parts of the l\Iunicipality,s
government and (2) reporting the l/unicipality's operations in more detail than the
government-wide financial statements. For financial reporting purposes, the Municipality
classifies ils funds within the following fund categories: (1) general fund, (2) debt service
fund, (3) permanent improvementlund and (4) capitalprojects funds (collectively known as
the "governmental funds").

Governmental funds are used to account for all of the services provided by the
Municipality. Governmental funds are used to account for essentially the same functions
reported as governmental activities in lhe governmental-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows oI spendable resources. They also
focus on the balances of spendable resources available at the end of the fiscal year (June
30, 2011). This approach is known as using the flow oI current financial resources
measurement focus and the modified accrual basis of accounting. These statements
provide a detailed short-term view of the Municipality's rinances that assists in determining
whether lhere will be adequate financial resources available to meet the current needs of
the Municipality, that is, evaluating the Municipality's nearterm financing requirements.

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

Forfinancial reporting purposes the lvlunicipality has four major funds: (r) the generalfund
(2) the debt service fund (3) permanent improvement fund and (4) other governmental
fund.



Notes to the Basic Financial Statements

The notes to the basic financial statements provide additjonal information that is essential
to a full understanding ot the data provided in the government-wide and the fund linancial
statements. The notes to the basic financialstatements can be lound immediately following
the basic financial statements.

Government-wide Financial Statements Summary

As noted earlier, net assets may serve over lime as a useful indicator of the Municipality's
financial position. ln the case of the l\ilunicipality, assets exceeded liabilities by
$18,460,204 at June 30, 2011.

As previously discussed, bytarthe largest portion of the l\runicipality's net assets reflecl its
investment in capital assets (e.9., land, buildlngs, machinery, equipment and all other
property), less any related debt used to acquire those assets that is still outstanding. The
Nilunicipality uses these capital assets to provide services to citizens; consequently, these
assets aIe not available for future spending. OtheMise, Municipality's Basic Financial
Statement, not present increase in capital actives and accrued depreciation expenses,
because al the time prepare the financial statement, Municipal Administrative was
reevaluating actives files to establish o, capitalization. The following is a condensed
presentation of the l\Iunicipality's financial position and results oI operations, as reported in
the government-wide financial statements:

Condensed Statement ot Net Assets:

Currenl assets
Capilal assets

Total asseta
Current liabilities
Non-current liabilities

Total llabilllle3
Nel assets/(tiabilities):
lnvesled in capital assets, net ol relaied debi
Restricled
Unresiricted

Tolal net ass€ts

June 30.2010 June 30.2011
$ 14,075.102 $ 22,621,280

48.519.361 51.761.348
s 62.594.463 $ 74.382-628
$ 9,601,613 $ 12,922,093

31.345.712 43.000.331
$40.947.325 $__55.922.424

s 26,279,316 $ 40,129,923
7,365,471 16,918,147

(11.997.649) (38.587.866)

$-_21-€4z'1.tg $l!J99e94

An additional portion of the i./lunicipality's net assets (1 percent) represents resources that
are subiect to restrictions on how they may be used. At the end of the current tiscal year,
the [/unicipality has reported positive balances in two categories ol net assets.
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Condensed Statement o, Activities:

R6v€nuea:
Progtam tevenues:

Charges lor services
Operating grants and coniributions
Capilal grants and contributions

Genclal r6venues:
Property taxes
Municipal license laxes
Sales and us€ taxes
Grants and conlribulions
lnteresl, lines and penalties
1,,!iscellaneous

Total rcvenues
Expenses:

General governmenl
Public safety
Public works
Recreation
Health and welfare
Economic develophent
lflterest on long-term debl

Total expenses
Change in net assets
Losa on disposillon ol asseis
Nel a$€ts -at beglnning ot year
Net assets - at end o, year

June 30. 2010

s 670.437
1,644,310

505,119

10,497,312
6,492,567
I ,906.184
2,151,565

191,810
16.919

$_24fg5iig

$ 15,665,038
1,823,U1
4,990.978
1,487,652
3,714,355

414.339
1.288.458

$_29J!4Jli!
($ s,307,938)
( 44.289\

26.999.365
$_21gqJ3g

Juno 30. 201 1

$ 607,170
3,2s8.559

827,745

11,103,181
3,854,312
1,703,933
3,672.42A

130.239
1.472.529

$_?zpcgJgg

$ 11,301,s26

9,296,073
1,436,548
3,733,774

329,905
1.972.905

$__393!Z{3q
($ 3,186,934)

.G
21.647.138

$ 18.460.204

Fund Financial Statements Summary

As discussed earlier, the [/unicipality uses fund accounting to ensure and demonslrate
compliance with finance-related legal requirements.

Governmental Funds - The focus ot the Municipality's governmental lunds is to provide
intormation on near-term inflows, outflows, and balance ol spendable /esoulces. Such
information is useful in assessing the Municipality's financing requirements. ln particular,
unrcseNed fund balance may serve as a useful measure of a government,s net resources
available for spending ai the end of fiscal year. The following is a condensed presentation
ol the lilunicipality's balance sheet and results of operations of governmental funds:

L.
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Condensad Balanco She€t - Govammental funds:

Total Ass€ts - l\4ajor Funds
Total Assets - Nonmajor Funds

Tolal aas6l!
Total Liabiliti€s - Major Funds
Total Liabilities - Nonmajor Fundg

Total ll.bllltles
Fund Balances - tulaior Funds
Fund Balances - Nonmajor Funds

Tot.l Fund Balanc.

Total Revenues - lllajor Funds
Tolal Flevenues - Nonmajoa Funds

Tolal revenuea
Total expenditures - Major Funds
Total exp€nditures - Nonmajor Funds

Tolal expendllure.

Olher financing sources (uses) Major
Other financing sources (uses) Nonmajor
Revenles Over Expenses - l\,laior
Revenues Ovea Expenses - Nonmajor

Total Fund Balanc.

$__lJ!9352 $ ,1.833.s2't

Condensed Statement ot Operatlons - Governmental Iunds:

Jun.30.2010
$ r7,036,246

537.753
E-lzEzgpsg
$ 11,065,975

967.167
t-l3JE:!Jl3
$ 5,539,857

$ 23,021,434
1.056.989

$-2r!.9zgr!?!!
s 31,878,345

1.060.585
$__3?gtg€99

$ 4,ss0,000
-0-

( 4,510,507)

$__1.539€52

Juno 30. 2011
$ 26,610,986

126.729
$__?gglazlii
$ 14,242,237

661.957
$_l!,994.!.!u
$ 1r,833,521

$ 25,581r,072
1.447.024

$__aBggJgg
$ 32,513,s94

1.582.838
$-3!p99,!93

$ r3,360,000
-0-

6,293,664

$1l&Egl

Financial Contact

The lvlunicipality's financial statements are designed to present users (citizEns, taxpayers,
customers, investors and creditors) with a general overview ol the iilunicipality's
linances and to demonstrate the Municipality's accountability. lf you have questions about
the r€port or need additionalfinancialintormation, contactthe l/unicipality's Chiel Financial
Otficer on the 2no. floor ol the Gurabo Clty Hall, Gurabo, Puerto Blco.

-8-



COMMONWEATH OF PUERTO RICO
MUNICIPALITY OF GURABO

STATEMENT OF NET ASSETS
JUNE 30, 2011

Governmental
AclivitlesAssets

Cash and cash equivalents (Note 2)
Cash with fiscal aoent (Nol6 2)
Certilicates of deposits (Note 2)
Accounts receivables:

Municipal license taxes (Nole 6)
Flent, licences, and permits

Due from other agencies (Note 8)
capital assets, net (Note.l0)

Total assets

Liabilities and Net Assets

Liabilitieg
Account payable and accrued liabilities
Dus to other agencies (Note 1.1)

Oeferred revenues:
[runicipal license taxes (Note 12)
Federal government

Matured bonds payable
Matured interest payable
Noncurrent Iiabilities (Note l4);

Due within one year
Due in more than one year

Accrued interest payable
Total liabilities

Net Assets
lnvestment in capital assets, net ol related debl
Restricted lor:

Debt service
Capital proiects

unrestricted

Total net assets

The accompanyinq

s 1,089,979
18,980,851

206,366

282,923
20,408

2,O40,7s3
51,761,348

$ 74,382,628

4,962,O14
1 ,851,168

2,710,181
29,755

989,000
245,U1

2,204,571
40,795,760
2,134,334

55,922,424

40,129,923

3,866.604
13,051,543

(38,587,866)

$ '18,460,204

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

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

JUNE 30, 20t l

Total fund balances - governmental funds $ 1 1,833,521

- Amounts reported for governmental activities in the statement
ssets are different because:

' Capital assets, net used in governmental activities are
not current financial resources and therefore are not
reported in the governmental funds balance sheet

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Note 3)

51,761,348

- Net assets of governmental activities

(45,134,665)

$ 18,460,204

The accompanying notes are an integral part of these financial statements.

ORTIZ. RIYERA. RI\iERA & CO.

Srikl5l. PO Bo\ l0::(r. ni tud PR 0n9r6rl50.Phonrlis-r 116\rl1 lr\1i11)l,rl{ri6l



ul:f,

aliil

;lill

El:ll

aIEil

iIEf,-l ;[

3*lii

FlEla,qq$qgr

r----.--l-lel a; :3 e33l3l R;:e39

t-t-t-

,l;:sse:eeelsl ssBs&sx ;ehl sl csBlsl :
:E;l :ii*r se=illl i;E:q€t E*El €l :Bal3l i';'l :"- "" l-l e ' r n 

fl 
-l '-'l=l '

EIE

; xl:l e

: l:l :

E

_q

=
=

62

;!

;*

11,:
s4 S r- !2.2-E a3 .{E. E6a 6 A:E :.?: iiE I E '": E 3e::,i;ii.q b ,i ;-tii2 i:;1:!iiE? 4- i rH ig:gf 

= 
.i

-gi:fsil:e[; E aeani:isiE* ii:q'; E

gFs;tSriiE;; E:iiisi;;;sE; i: r;€t i

:*s kl :lee s El sl

fl=t
e El El ei 

Fl il l

isl$lil

l=]q

'|fl
*s=1.

,*;l-

rlq

,lil

lnl

l!l

ElEl

,il"

,;lEf

EiIEd'l -

a
c
Eo

3
c
c
.9

_o

-c

o
t
o- <.

o)

,=
c(!

6

o
C
o)c

; El 5li EI EI-t-tl

l*1fl

_t

sc E ilsEi;l 
_

9 og
od;=

HArE
o:i!

EEii
12ut9iSti
o eF

iE

2 Eo
(!
o)

F

a

ORTIZ. RIVERA. RIVERA & CO.
CERIIFIEI] PUBI.IC ACCOL\IA\TS.

Sune l5l. PO 8ox 701i0. San luan. PR. m9l6j2s0 . Phoie (18? ) 7i6 8U.1. F l787ll7t-11562



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

RECONCILIANON OF THE STATEMENT OF REVENUES,
EXPENDITUBES AND CHANGES IN FUND BALANCES OF

GOVEBNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENOED JUNE 30, 2O1I

Net change in lund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities are dilferent because:

Governmental tunds report capital ouflays as expenditures.
However, in the statement ot activities, the cost ol those assets
is allocated over their estimated useful lives and reported as
depreciation expense.

Depreciation expense on capital assets is reported in the
statement of aclivities, but do not require the use of current
financial resources. Therefore, depreciation expense js not
reported as expendjture in governmental lunds.

Governmental funds report issuance of long-term debt as other
financial sources because provides current financial resources.

Governmental tunds report principal paymenls on long-term
obligations as expenditures, whereas the principal payments
reduces the long-term obligations in the statement of activities.

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

Some expenses reported in the statement of activities do not
require the use of current financial resources; therelore, are not
reported as expenditures in governmental funds.

Changes in net assets ol governmental activities

- 15 _
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(1,s06,768)

(13,360,000)

1,887,853
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30,2011

ORGANIZATION

The ft,4unicipality of Gurabo, Puerto Rico (Municipality) was founded in 1815. The
lVunicipality is a political legal entity with full legislative and administrative faculties in
every affair of municipal character, with perpetual succession existence and legal
identity, separate and independent from the central government of the
Commonwealth of Puerto Rico. The N,4unicipality provides a full range of services
including: public safety, public works, culture, recreation, health and welfare,
education and other mrscellaneous services.

The l\,4unicipal Government comprises the executive and legislative branches. The
executive power is exercised by the Mayor and the legislative by the l\ilunicipal
Assembly, which has 14 members. The members of these branches are elected
every four years in the Puerto Rico general electjons.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Municipality have been prepared in
conformity with accounting principles generally accepted in the United States of
America (GAAP) as applicable to governmental entities. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles.

The financial information of the Municipality is presented in this report as follows:

. l\y'anagement's Discussion and Analysis - lntroduces the basic financial
statements and provides an analytical overview of the l\runicipality's financial
activities.

. Government - Wide Financial Statements This reporting model includes
financial statements prepared using full accrual of accounting for all of the
government's activities. This approach includes not just current assets and
liabilities, but also capital assets and long-term liabilities (such as buildings and
infrastructure, including bridges and roads, and general obligation debt).

. Statement of Net Assets - The statement of net assets is designed to display the
financial position of the Municipality, including capital assets and infrastructure.
The net assets of the l\y'unicipality will be broken down into three categories;
invested in capital assets, net of related debt; restricted: and unrestricted.

_ 16 _
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 20.I1

. Statement of Program Activities - The government - wide stalement of activities
report expenses and revenues in a format that focuses on the cost of each of the
government's functions. The expense of individualfunctions is compared to the
revenues generated directly by the function.

. Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component of a government's accountability to the public.
Under the new reporting model, the l\.4unicipality will continue to provide budgetary
comparison informatjon in their financial statements. An important change,
however, is a requirement to add the government's original budget to the current
comparison of final budget and actual results.

The following is a summary of the more signlfacant policies.

a. Reporting Entity

A reporting entity is comprised of the primary government, component units and
other organizations that are included to ensure that financial statements are not
misleading. The primary government consists of all funds, departments, boards
and agenciesthat are not legally separate from the lvlunicipality and forwhich the
Municipality is financial accountable.

The Municipality's management has considered all potential component units
(whether governmental, not-forprofit, or profit-oriented) for which it may be
financially accountable, and other legally separate organizations for which the
Municipality is not financially accountable but the nature and significance of their
relationship with the Municipality may be such that exclusion of their basic
financial statements from those ofthe Municipality would cause the accompanying
basic financial statements to be misleading or incomplete. Accordingly, a legally
separate organization would be reported as a component unityof the Municipality
ii all of the following criteria are met:

1) The [,4ayor appoints a voting majority of an organization's governing body
and, either ('1) the l,4unicjpality has the ability to impose its will on that
organization or (2) the organization has lhe potential to provide specific
financial benefits to, or impose specific financial burdens on, the Municipality.

2) The economic resources, for which the lvlunicipality is entitled, either received
or held by the separate organization, are entirely or almost entirely for the
direct benefit of the l\,4unicipality or its constiluents.

ORTIZ. RIVERA. RIvER{ & 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, 2OI1

GAAP details two methods of presentation: blending the financial data ol the
component units' balances and transactions in a manner similar to the
presentation of the Nlunicipality's balances and transactions or discrete
presentation of the component units'financial data in columns separate from the
l\run jcipality's balances and transactions.

The Municipality's management has concluded that, based on the aforementioned
criteria, there are no legally separate entities or organizations that should be
reported as component units of the Municipality for the fiscal year ended June gO,

2011 .

b. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the slatement 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 from these statements. Governmentalactivities 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 olfset by program revenues. Direct expenses
are those that are cleady identifiable with a specific lunction 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 given function or
segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function orsegment. Taxes and
other items not properly included among program revenues are reported inslead
as general revenues.

The fund financial statements segregate transactions related to certajn functions
or activities in separate funds in order to aid financial management and to
demonstrate legal compliance.

These statements present each major fund as a separate column on the lund
financial statements; all non-majorfunds are aggregated and presented in a single
COIUMN.

- 18 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUBABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

For the fiscal year ended June 30, 20'11, the i/,lunicipality implemented
Government Accounting Standards Board Statement No. 54 (GASB 54), ,Fund
Balance Repoding and Governmental Fund Type Detinitions,,. The requirements
of this statemenl are eflective for financialstalement periods beginning afterJune
15,2010.

GASB 54 enhances the usefulness o, fund balance information by providing
clearer fund balance classifications that can be more consisten y applied, and it
clarifies the existing governmental tund type definitions. lt establishes fund
balance classifications that comprise a hierarchy based primarily on the extent to
whach a government is bound to observe constraints imposed upon the use of the
resources reported in governmental funds,

GASB 54 also provides guidance forclassifying stabilization amounts on the lace
ot the balance sheet and requires disclosure of certain information about
stabilization arrangements in the notes to the financial statements. The definitions
of the general fund, special revenue fund type, capital projects fund type, debt
service fund type, and permanenl fund type are also claritied by the provisions in
this statement.

Measurement Focus, Basis ot Accounting, and Financial Statement
Presentalion

The government-wide financial statements are reported using the economlb
resources measurement focus and the accrualbasis of accouniing. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing o, 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 eligibalaty requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the currcnt financial
resources measurcment locus and lhe modified accrual basis of accounting.
Flevenues are recognized as soon as they are both measurable and available.
Flevenues 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. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.

- 19 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when
payment is due.

Property taxes, franchise taxes, licenses, and interest associated with the current
fiscal 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 specjal
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue ilems
are considered to be measurable and available onlywhen cash is received by the
government.

Private-section standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in the government-wide 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 from the
government-wide f inancial statements.

Amounts reported as program reyenues include 1) charges to customers or
applicants for goods, services, licenses, permits, or privileges provided, 2)
operating grants and contributions, and 3) capital grants and contributions,
including special assessments. lnternally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues
include all taxes.

When both restricted and unreslricted resources are available for use, it is the
governments policy to use restricted resources first, than unrestricted resources
as they are needed.

The lilunicipality reports the following major governmental funds:

1) General Fund

This is the operating fund of the l/unicipality and accounts for all tinancial
resources, except those required to be accounted for in another fund.

-20-
ORTIZ. RIVERA. RIVERA & CO.

5uirel5l.POBor70li0.sJniuin.PR.00367150!Pfiorcl787t7t685l.l.Ii{178tr17.1.0:61



COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

2) Housino and Urban Develooment proorams (HUD programs)

This fund account for revenue sources for the development of viable urban
communities, decenl housing, suitable living environment, rental assistance to
help very low-income families afford decent, safe and sanitary housing by
encouraging property owners to rehabilitate 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 oI the
sales and use tax corresponding to the one percent to be collected by the
l/unicjpality that should be used for solid waste collection and recycling
programs, the construction of capital works and improvements, health, and
security.

4) Debt Service Fund

This fund is used to account for the resources accumulated and payments
made for principal and interest on long-term general obligation debt ol
governmental funds.

5) State Leoislative Joint Resolutions

The State Legislative Joint Resolutions fund is used to account for certain
operations grants awarded by the Legislative ol the Commonwealth of puerto
Bico to subsidy certain operations and administrative activities oI the
N4unicipalaty.

6) Loans and Bonds

The Loans and Bonds fund is used to account for the fanancial resources lor
the acquisitjon of personal property and/or construction ol major improvements
which are not financed by other funds.

d. Cash and Cash with Fiscal Agent

The Nlunicipality's Finance Director is responsible for investing available
resources. The Nilunicipality is restricted by law to invest only in savings accounts
and certifacates of deposits with banks qualified as a depository ot public funds by

21 -
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l.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUBABO

NOTES TO THE FINANCIAL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAS ENDED JUNE 30, 2011

the Pueno Rico Treasury Department (PRTD) or in instruments of the
Government Development Bank for Puerto Flico (GOB).

Cash with liscal agent in the State Legislative Joint Resolulion and Loans and
Bonds lunds consist ol unused proceeds from appropriations from the Legislature
ot Puerto Rico, for the payment of current Iiabilities, and bonds and notes issued
for the acquisition and construclion of major capital improvements. Cash with
fiscal agent in the debt service fund represents special additional property tax
collections retained by the Commonwealth ot Puerto Rico and restricted for the
paymenl ot the [ilunicipality's debt service, as estabtished by taw.

lnterfund Receivables and Payables

Activity behve€n funds that are representativo of lending/borrowing arrangements
outstanding at the end of the tiscal year is referred to as either due to/from other
funds (i.e., the current portion ot interlund loans) or advances to/trom other runds
(i.e., the non-current portion ol interlund loans). All other outstanding balances
between funds are reported as due to/from other lunds.

Capital Assets

Capital assets purchased or acquired are carried at historical cost or estimated
historical cost. Contributed assets are recorded at fair market valu€ as of the dat€
donated. Additions, improvements and other capital ouflays that significan y
extend tha useful life o, 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 ths lollowing estimated useful lives:

lnfrastructure
Buildings and building improvements
Furniture and fixtures
Machinery and equipment
Motor vehicles

Uselul Life

40 years
30-40 years

5 years
3-5 years

5 years

-22-
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COMMONWEALTH OF PUEBTO BICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOB THE FISCAL YEAB ENDEO JUNE 30, 2011

9. Fund Balances

ln the current year, the [/unicipality adopted the provisions of GASB Statement
No.54, Fund Balance Repoding and GovernmentalFund Type OeFinl,ons (GASB
No. 54), which enhanced the usefulness ol fund balance information by providing
clearer fund balance classifications that can be more consistentty apj:iiea. fni!
statement establishes fund balance classifications that comprase a hierarchy
based primarily on the extent to which the Nilunicipality is bound to observe
constraints imposed upon the use of the resources reported in governmental
funds.

Pursuant to the provisions of GASB No. 54, the accompanying fund financial
statements report Iund balance amounts that are considered nonspendable, such
as fund balance associated with inventories. Other fund balances have been
reported as restricted, committed, assigned, and unassigned, based on the
relative strength of the constraints that control how specilic amounts can be spent,
as described as follows:

1) Nonspendable - Represent resources that cannot be spent readily with cash
or are legally or contractually required nol be spent, including but not limited
lo inventories, prepaid items, and long term balances of interfund loans and
accounts receivable.

2) Rest cted - Represent resources that can be spent only for the specific
purposes stipulated by constiiutional provisions, external resource providers
(externally imposed by creditors or grantors), or through enabling legjslation
(that is, legislation that creates a new revenue source and restricts its use).
Effectively, restrictions may be changed or lifted only with the consent ot
resource providers.

Committed - Represent resources used for specific purposes, imposed by
lormal action of the Municipal's highest level of decision makang authority
(Municipal Legislature through resolutions and ordinances) and can only be
changed by a similar law, ordinance or resolution, no later than the end ol
fiscal year.

Assigned - Flepresent resources intended to be used by the Municipality Ior
specilic purposes but do not meet the criteria to be classified as restricted or
committed (generally executive orders approved by the Mayor). lntent can be
expressed by the Municipal Legislature, the Mayor or by an officjal or body to

ORT]Z, R]|ERA, Rl\'ERA & CO,

\tr L.:rl Poll.\:rrl:rr. s:f.u.i PR (rL116 _:r(,'l,hikr_r_ _rl,:ili l.r _:-,l'i irin:

3)

4)



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENOED JUNE 30, 2011

which the lvlunicipal Legislature delegates authority in conformity with the
Autonomous lvlunicipalities Act of puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

5) Unassigned - Bepresent the residual classilicataon for the lvlunicipality,s
general fund and includes all spendable amounts not contained an the other
classifications. ln other funds, the unassigned classification is used only to
report a deficit balance resulting lrom overspending for speciric purposes for
which amounts had been restricted, committed, or assigned.

Negative fund balance amounts are assigned amounts reduced to the
amount that will raise the fund balance to zero. Consequenfly, negative
residual amounts in restricted, committed, and assigned fund balance
classification have been reclassiried to unassigned fund balances.

The [,4unicipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the general fund) only if: (1)
such resources meet the other criteria for those classifications, as described
above and (2) the circumstances or conditions that signal the need for
stabilization are identified in suflicient detail and are not ixpected to occur
routinely. However, the [/unicipality has not entered into any stabilization-like
arrangements, nor has sel aside material financial resources for emergencies
and has not established formalminimum fund balance amounts asof an; forthe
fiscal year ended June 30. 201 1.

ln situations when an expenditure is made for a purpose for which amounts are
available in multiple fund balance classifications, the Municipality uses restricted
resources first, and then unrestricted resources. Within unrestricted resources,
the Municipality generally spends committed resources first, followed byassigned
resources, and then unassigned resources when expenditures.

The classilication of the Municipality,s individual governmental funds among
general, debt service, special revenue, and capital projects fund types used in
prior fiscal years- for financial reporting purposes was not affected by the
implementation of GASB No.54. ln addition, the financial positions and the
results of operations reported jn the accompanying fund financial statements as
of and for the fiscal year ended June 30, 20.11 have not been affected for this
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2OI1

change in accounting principle. Accordingly, the accompanying ,und financial
statements have not reported any retroactive restatements or reclassifications of
fund equities as of July 1, 2010.

Risk Financing

The Municipality carries jnsurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated by the Puerto Bico Treasury
Department and costs are allocated among all the municipalities o, Puerto Flico.
Cost of insurance allocated to the Municipality and deducted from the gross
property tax collections by the lvlunicipal Revenue Collection Center (CRIM) for
the year ended June 30, 20'l 'l amounted to approximalely $270,000. The current
insurance policies have not been cancelled or terminated. The CRIM also
deducted approximately $253,000 for workers compensation insurance covering
all municipal employees,

Compensated Absences

Employees are entitled to 30 days vacations leave and 18 days sick leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of 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 12.0'16, Section b (2) of the [/unicipal Law, authorizing
the [/unicipality to pay any excess of vacations and sick leave accumulaled over
the maximum previously permitted by law. Calculations must be made until
December 31 of every year. Excess of sick leave must be paid untal March 31
next every natural year. Excess of vacalions can be paid after July 1 oI every
fiscal year.

Future Adoption ot Accounting Pronouncements

The Governmental Accounting Standards Board has issued the lollowing
statements that the Municipality has not yet adopted:

Statement
Number Stalement Name

Adoption
Required in
Fiscal Year

2011-12
57 OPEB Measurement by Agent Employees and

Agent l\,4ulti-Employers Plans
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COMMONWEALTH OF PUEHTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Stalement
Number

Adoption
Required in
Fiscal Year

2012-13

2012-13

2012-13

2012-13

2011-12

The impact of this statement on the lvlunicipality's financial statement has not yet
been determined.

k. Use ol Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assets and liabilities at the date ot the
financial statements and the reported amounts of revenues and
expenditurevexpenses during the reporting period. The most signilicant
estimates consistof the contribution received from the puerto Rico Electric power
Authority and the [/unicipal Revenue Collection Centercaused by lhe delayofthe
notification of the actual revenues and expendilures to the presented in the
financial statements of the agencies mentioned above.

Statement Name

60 Accounting and Financial Reporting for
Service Concession Arrangements

61 The Financial Reporting Entity: Omnibus-
An amendment of GASB Statements No. l4
and 34

62 Codification oI Accounting and Financial
Reporting Guidance Contained in pre -
November 30, 1989 FASB and AICPA
Pronouncements

63 Financial Reporting of Deferred Outflows of
Resources, Deferred lnflows of Besources. and
Net Position

64 Oerivative lnstruments: Application of Hedge
Accounting Termination Provisions - an
Amendment of GASB Statement No. 53
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2011

L Subsequent Events

ln preparing these linancial statements the N4unicipality has evaluated events and
transactions for potentaal recognition or disclosure through December 23, 201 1 ,

the date the financial statements were available to be issued.

3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

The governmentalfund balance sheet includes reconciliation between fund balance-
governmental funds and net assets of governmental activities as reported in the
government-wide statement ol net assets. One element of that reconciliation explains
that some liabilities, including bonds payable, are not due and payable in the current
period and therelore are not reported in the funds. The details ol the approximately
$45.1 million difference is as follows:

Bonds payable
Notes payable
Compensated absences
lnterest payable
Due to Puerto Bico Health lnsurance Administration
Claims and judgments
Note payable - CFIIM LIIVS

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

OEPOSITS - CUSTODIAL CFEDIT RISK

$ 34,524,045
5,063,000
2,780,524
2,134,334

509,4'18
82,6A2
40.662

$ 45.rc4-665

Custodial credit risk is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. Under Puerto Rico statutes, public funds
deposited in commercial banks must be fully collateralized tor the amount deposited
in excess of federaldeposiiory insurance. Allsecurities pledged as collateralare held
by the Secretary ol the Treasury ol Puerto Flico. In addition, the Municipality
maintains deposils with the Government Development Bank for Puerto Flico (GDB).

The Municipality's bank balances in commercial banks of approximately $2.0 million
in the governmental activities were fully collateralized at June 30,201 '1. The deposits
at GDB of approximately $14.6 million that are restricted principally for capital
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COMMONWEALTH OF PUERTO RICO
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

projects, and the $4.2 million in the debt service fund are unsecured and
uncollateralized, as no collateral is required to be carried by governmental banks

The lilunicipality maintains its deposits in three banks located at puerto Rico. All kind
of deposit is guaranteed by the Federal Deposit lnsurance Corporation (FDIC) up to
$250,000. The excess is covered by collateral provided by banks and held by the
Treasury Department of the Commonwealth of Puerto Rico pursuant to appticable
laws and regulations.

5. PROPERTY TAXES

The lvlunicipal Revenues Collection Center (CRllil) ot the Commonwealth of puerto
Rico is responsible by law for the assessment, levy and collection of all real and
personal property taxes. The tax on personal property is self assessed by the
taxpayer. The assessment is made in a return which must be filed with the CRINI by
May '15 ol each year. The tax on real property is assessed by the CRIM. The
assessment is made as of January 1 of each year and is based on estimated current
values of the property as oI year 1957. The tax on personal property m ust be paid in
full together with the return on or before l\Aay 15. The tax on real property is due in
two equal installments in July 1 and January 1, following the assessment date.

The rates are 10.33ol. for real property and 7.331o for personal property, The
composition is as follows:

Real Personal

Basic property
Additional special property - state
Additional special property - municipal
Discounts made by state to tax payer

6.00% 4.00"/"
1.03k 1 .O3y"
3.50L 2.50"/.

.__4"/", < .2O"/o,

10.i3% 733%

The Municipality's basic property tax rate represents the po(ion which is appropriated
for general purposes and accounted for in the general fund.

The 'additional special property tax - municipal" is restricted for debt service and
retained by GDB for such purposes and it is recorded as revenue in the Debt Service
Fund when collected by the CRIM and reported to the Municipality. The "additional
special property tax - slate" is collectedby the CFIIM for the payment of principal and
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interest ol general obligation bonds and cenain other obligalions issued by the state
government.

Residential real property occupied by its owner is exempt by law from the paymento,
property taxes on the first $15,000 of the assessed value. For such exempted
amounls, the Department ot Treasury assumes payment of the basic tax to th6
l\,lunicipality, except for property assessed at less than S3,SOO, forwhich no payment
as made. Revenue related to the basic tax on exempt property is recorded in the
General Fund when payments are received lrom the CRIM.

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

Prior to the beginning o, each fiscal year, the CRIM informs the Municipatity of the
estimated amount ol propertytax expected to be collected lorthe ensuring fiscalyear.
Throuqhoutthe year, the CRIM advances fundsto the lvlunicipality based on the initial
estimated collections. The CFIIM is required by law to prepare a settlement statement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected from taxpayers.

This settlement has to be completed on a preliminary basis not later than three
months after fiscal year-end, and a final setflement made not later than six months
after year end. lf the CRIM remits to the Municipality property tax advances, which
are less than the tax actually collected, a receivable from ths CRIM is recorded at
June 30. However, il advances exceed the amount actually collected by the CRIM, a
payable to ths CRIM is recorded at June 30.

Currently, the l\runicipality has received the preliminary settlement from CRllvl related
to fiscal year 2010-1 1 , but not the final set emenl as the six months period after liscal
year ends, provided by law to CFIIM to issue this, has not yet expired. Management
believes, based in part on the experience from prior years, that when receivid, the
final senlement from CFiIM will not show a signiricant difference from the preliminary
settlement and that such difference, if any, will not have a material effect on the
financial condition ot the Municipality.

Based on lhe preliminary settlement already receaved, during th€ year ended June
30, 201 I, the amount collected from taxpayers and charges by CRIM e)aeededth€
amount received in advances from CRIM, for the same period by approximately
$282,00!. Such amount is presented as due from CHIM in the accompanying
financial statementa. ,t"" ,o," a, 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

6. MUNICIPAL LICENSE TAX

Municipal 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, 20l .1. The
annual municipal license tax is determined based on the gross income of all
commerce and industrial organizations that have operations in the lvtunicipality of
Gurabo, and are not totally or partially exempt under the lndustrial lncentive Law of
Puerto Rico.

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

'1.50%Financial, savings, and loans associations
Other organizations

The amounts collected in advance are recorded as deferred revenues in the general
fund. The iilunicipality invoiced and collected in advance during the curre;t year
approximately $2.7 million, corresponding to the next fiscal year municipal license.

7. SALES AND USE TAX

On July 29, 2007 the Commonweatth Legislature approved Act No. 80 (,,Act 80,,)
which imposed to all the Municipalities of puerto Flico a uniform municipal sales and
use tax of 1 .5%. Effective August 1 , 2007 1% of the LS% wi be coltected by the
l\,4unicipalities and the remaining .5ol. of the 1.5% will be collected by the puerto Bico
Department ot Treasury.

Act 80 also provides for restrictions on the use ot the resources (including the .S of
1 .5olo 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 Commonweallh Government will be deposited in accounts orspecial
funds in the Governmental Development Bank of puerto Rico (.GOB"), subject to
restrictions imposed and distributed as follows:

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

-30-
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b. .27. ol lhe.5% will be deposited in a "Municipal Redemption Fund" to finance
loans to municipalities subject to restrictions imposed by the Act and,

c. 1% of the .5% will be deposited in a "lvlunicipal lmprovement Fund" to finance
capital improvement projects; these funds will be distributed based on legislation
f rom the Commonwealth's Legislature.

8. OUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Puerto Flico Electric Power of Authority $1,712,418
Municipal Revenues Collection Center (General Fund) 281,894
Municipal Revenues Collection Center (Debt Service Fund) 46.441

Total $2-04OJ5il

9. INTERFUNDTRANSACTIONS

a. Due From/To Other Funds:

The due from and due to other lund balances as of June 30, 201 1 , are as follows:

Feceivable Fund

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

Pavable Fund

General Fund
Loans and Bonds Fund
Other Governmental Funds
Joint Resolutions
Sales and Use Tax Fund
HUD Programs
General Fund

Amount

$ 1,642,960
688,511
677,185
5't7 ,212
366,034
221,515

3.018

$ 4J1€r135

The balance of $688,51'1 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,
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and the $677,185 due lrom other governmental funds to the generalfund mainly
represents disbursements to cover payrOll of various federal programs.

The balance of $'1 ,642,960 due from the generalfund mainly represents advances
made by the joint resolutions lund to cover cash llows needs, which will be
reimbursed by the general fund within approximately 90 day period after year-end.

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

b. lnterfund Transfers:

lnterfund transfers for the year ended June 30, 201 1 consisted of the following:

Transler ln

Debt Service
General

Total

The transfer from the general fund to the
represents monies transferred to cover debt

Amount

$ 1,016,902
2.886

$l-oL9J88

debt service fund of $1,016,902
service payments as become due.

Transfer Out

General
Debt Service
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10. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2011 was as follows:

Capilalass6G, nor b€ng dep@raled:

Conslruclion l. p@€ss

Total caplial assels. not b€hg d6p@Eled

Capdal asseE, borg depre'ated:
Auiulngs and blildrno mprovehents
Fumitu€, ixtures and €quipmmt

Total capilal assels. bo ng depreEted

Less accumllaled dopreianon ,o.
Bu'ldrnos and bu'lding rmpov6m6nls
Fumrtur€. fmr.es and equipment

Tolal accuoulal€d depr&rai'on

Toral caphl assets. bei.q d6pre ated, net

Jury !, m1o tncr.as

s 12,823,25A S -
! 507,946 2.084.963

14.331.204 2.0A4953

33,223.sJ2
3.355,842
6,509,280

10.420,011

53,909,075

6.516.38
3,102,218

3.698,246

19 720 913

Jun.30, ar11

s 12.A23.25A
2,083,963

36.581.33a
3.619.934
6.807 9rO

I1.071.531

3.357.436
264,O52
294,630

_____3!1€3L
4,171.738

914,533
194,408
116.636
216.791

1.507 946 14.SOA.221

S

1.507.946

s8.080.813

7,430,881
3 301,026
6.520.742
3.975,037

34.134.157

1 506.764 21 227.686

36.853.127

Govemm€nial actunies caprE ass€ts, n6t I 4€,519.361 S ,1,749.993 $ 1.507.946 S 51 76j 34

Depreciation expense was charged to f unctionyprograms
follows:

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

Total depreciation expense - governmental activities

-JJ-

ORTIZ. RIVERA. RIVERA & CO,

Sdrel5l.POBor?0150.SNJum.P.R.m9l67l50.Phonet78ir756liil.l.Fr\1787r17.1.0561

of the lvlunicipality as

$ 695,439
368,344
282,668

94,761
44,706
20,850

-u,5A6J6tL



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2O1I

I1. DUE TO OTHER AGENCIES

Due to other agencies at June 30, 201 1 are as follows:

Puerto Flico Electric Power Authority $ 1,712,418
Puerto Rico Water and Sewer Authorily 54,784
Puerto Rico Labor Department 37,137
Fletirement System Administration 35,397
General Services Administration 11.432

Total $_]_gf,L t6f!

,I2. DEFERRED REVENUES

Municipal License Tax

The deferred revenues of approximately $2.7 million in the general fund related to
munjcipal license tax collected in liscal year 2009-'10 that will be earned in fiscal year
2010-1 1.

13. INTERGOVERNMENTAL BEVENUES

lntergovernmental revenues in the general and capital projects funds consist mainly
ot collections from the Commonwealth of Puerto Bico and the CBIM, and payments in
lieu of taxes from the Puerto Rico Electric Power Authority.

14. LONG-TERM DEBTS

Bonds and notes payable and other debt outstanding at June 30, 20'1 '1 are as follows:

Bonds

$615,000 series of 1992, payable in annual installments of
S27,000 to $44,000 until 2015 with interest at 5.0%.

$'1 ,967,000 series ol 1994, payable in annual installments of
$88,000 to $159,000 until 20'15 with interest at 60l..

$ 162,000

580,000

-J4-
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$325,000 series of 1997, payable in annual installments ot
$1 1 ,000 to $44,000 until 20'15 with interest at 5%. $ 172,000

- $704,000 series of 2000, payable in annual installments of
$20,000 to $47,045 until 2024 with interest at 4.5%. 471,045

$665,000 series of 2002, payable in annual installments of
$15,000 to $55,000 until 2026 with interest ranging from

_ 2.7"/" to 5.6"k. 520.000

$2,715,000 series of 2002, payable in annual installments of
_ $50,000 to $215,000 until 2027 with interest ranging from

1.53% to 6.5%. 2,180,000

_ $375,000 series of 2002, payable in annual installments of
$12,000 to $29,000 until 2027 with interest at 4.50%. 324,000

_ $940,000 series of 2007, payable in annual installments of
$100,000 to $165,000 until 2013 with interest ranging from
1.53/" to 7.50/". 320,000

$7,595,000 series of 2007, payable in annual installments of
$1 10,000 to $635,000 until 2031 with interest ranging from

- 1 .53/" to 7.5"/". 6,945,000

$1 ,010,000 series ol 2OO7, payable in annual installments of
- $10,000 to $85,000 until 2032 with interest ranging from

1.53%to7.5./". 955,000

$225,000 series of 2008, payable in annual installments of
$5,000 to $20,000 until 2032 with interest ranging from

_ 1.53o/" to 7.5"/". 205,000

$780,000 series of 2008, payable in annual installments ot

- $10,000 to $70,000 until 2032 with interest ranging from
1 .53"/" lo 7.5"k. 73o.oo0
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$7,470,000 series of 2008, payable in annual installments of
$1 15,000 to $615,000 unlil 2032 with interest ranging from
1 .53'/" lo 7 .5"/..

$1,2'10,000 series of 2008, payable in annual installments of
$20,000 to $100,000 until 2032 with interest ranging from
1 .53"/" lo 7 .5'/..

$280,000 series of 2008, payable in annual installments of
$5,000 to $30,000 until 2033 with interest ranging from
1 .53"/" lo 7 .5'/"

$4,350,000 series of 2010, payable in annual installments of
$a95,000 to $70,000 until 2016 with interest ranging lrom
4.75"/" lo 7 .5'L

$'1,890,000 series oI 2010, payable in annual installments of
$30,000 to $165,000 until 2035 with interest ranging from
6.0o/" to 7 .5o/".

$7,540,000 series of 2010, payable in annual installments of
S120,000 to $610,000 until 2035 with interest ranging from
6.0'/" to 7.5"/".

Total bonds

Notes Pavable

$158,000 note payable, series ol 2008, payable in annual
installments of $5,000 to $15,000 until 2032, with interest
ranging from 1.53"k lo 7.5"k.

$584,000 note payable, series of 2008, payable in annual
installments ol $'130,000 to $165,000 until 2012, with interest
ranging from 1s3k to 7 .5"k.

S1 ,156,000 note payable, series of 2008, payable in annual
installments of $83,000 to $217,000 until 2017, with interest
ranging from 1.53k lo 7.5"k.
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$450,000 note payable, series of 20'1 '1, payable in annual
installments of $15,000 to $45,000 until 2025, with interest
ranging from 6.07"10 7.0'/". $ 435,000

$3,480,000 note payable, series of 201'1 , payable in annual
installments of $50,000 to $280,000 until 2035, with interest
ranging from 6.0'k lo 7 .O'k. 3.430.000

Total notes payable $5-063-Q00

Note Pavable to CRIM (LIMS)

On June 27, 200'l , the Municipality entered into a financing agreement with the CFlllvl
in the amount of $624,492 for the payment of the l\ilunicipality's share of the cosl of a
management information system (LIMS) acquired by the CRI[/ or the management of
taxpayer's properties located in Puerto Rico. The note is payable in semiannual
installments of $41,879, including interest of 5.95% and is due on November 28,
201 1. Amount is financed with unrestricted funds through withholdings from the
advances ol property taxes and amounts of municipal equalization fund send to the
lvunicipality by the CFllM.

The annual requirements for the amortization of general long-terms at June 30, 201 1 ,

are as tollows:

Eonds Pdyable Noies Payable
Principal lnlerest Principal lnterest

2012 s 1.592.000 $ 1.748,938 $ 344,000 $ 223,967
2013 1,689,000 2,064,766 197,000 335,000
2014 1,653,000 2,044,898 205,000 320,650
2015 1 ,763,000 1,995,370 257,000 305,700
2016 1,674,000 1,929,888 292,000 286,900
2017-2021 5,610,000 8.232,801 881,000 1,175,375
2022-2026 7,629,045 6,594,833 875,000 891,100
2027-2031 9,199,000 3,630,602 984,000 577,100
2032-2036 3,715,000 679,162 1,028,000 184,375

s34,524,045 $28,921,2sa $5,063,000 s4,300.167
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Note Pavable- CRIM ILIMS)
Principal lnterest

2012 40,662 1.210

As described in Note 5, the l/unicipality levies an annual special tax of 2.0% of the
assessed value of real property. The proceeds of this tax are required to be credited
to the Debt Service Fund for payment of general obligation bonds and notes of the
N.4unicipality, The property laxes are collected and retained by the CRI[/.

Beginning

Paym6nrs

Ending Du6 wilhln

Bala.c6 On€ Yeat

39,627 747

Governmenial acrivitl€:

Nore payabr€ -cAiM (L|MS)

Oth.r Lo.g'Teh Llabillll6:
0u6lo Plerlo Fico Health lnsurance

Claims a.d iudgem6nrs

Compersatod abs€nces

Totalnoncure labilrlres

s 26 590.045

118,515

5 9.430.000

3.930.000

S 1.496.000 5 34,524,0115 $ 1.592,000

314.000 5.063,000 3,14.0@

77,453 44662 40,662

28,t55.560 :3 361] 000 1 337 A53

3,r90.r52

424.515

e2,642

2,682,955

84.903

317,481

402,384

227 Eag2r9.912

219.912

509.418

42,642

2,740 524

3.372624 227 949

5 43,000 331 S 2.2A4.571s 31.345.712 S 13762384 a 210776a
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15. FUND BALANCES

As of June 30, 201 1, fund balances is compised of the following:

Genda ,ll!!E!l

sEro
Sal4 and LeQ'slat€
U$Tax JoLnl

Fund oebt$ c. Reelu!@s
r,oans aid Gmmmonld

Near$ ahd werlar€ s

Gn.mlgovgnmeil ?,32,171

l-lnassgned (2.194,031)

si1s61360r q 167J63 l lr 055 0061

ss9s55.635
r,i75,,103 11376.140

rm9r3)

s336660.r i1r75,r03 S1i376.110 S rs35.223)

332,r7r

$ r 1 333,521

16. FUND BALANCE DEFICIT

The lollowing funds had a deficit in fund balance at June 30, 201 1:

Fund

Sales and use tax
General
Other governmental funds

Total

Deficit

$ 3,055,006
1,861,860

535.224

$ -5,452-01t4

The deficit oI the general fund will be covered by future budgetary appropriations The
deficit of other governmental funds will be eliminated by grant proceeds in fiscal year
2011.

17. NET ASSETS

Net assets invested in capital assets, net of related debt is comprised of the following:

Capital assets, net of accumulaled depreciation. $ 51,761,348
Outstanding balance on capital related debt ( 25,094,045)
Unspent capitaldebt proceeds 13.462.620

Total invested in capital assets, net ot related debt $--40i!29123
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18. RETIREMENT PLAN

a. Plan Description

The Employees Retirement System oI the Government of Puerto Rico and its
lnstrumentalities (ERS) is the administrator of a cost-sharing multiple-employer
retirement system established by the Commonwealth of Puerto Rico. The System
was created under the Act 447, approved on lvlay 15, 1951 , as amended, and
became effective on January 1, 1952.

ERS covers all regular employees ol the Commonwealth ol Puerto Flico and its
instrumentalities and oI certain municipalities and components units not covered
by their own retirement's systems.

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

EBS provides retirement, death and disability benefits. Disability retirement
benefits are available to members for occupalional and non-occupational
disabilities. Retirement benefits depend upon age at retirement and number of
years of credited service. Benefits vest after ten years o, plan participation.

Members who have attajned an age of at least fiftyJive (55) years and have
completed at least twentyjive (25) years of creditable service or members who
have attained an age ot at least fifty-eight (58)years and have completed at least
ten (10) years of creditable seryice, are entilled 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 numberof years of creditable service up to twenty
years, plus 2% of the average compensation multiplied by the number of years o,
credjtable service in excess of twenty years. ln no case the annuity will be less
than $200 per month.

Participants who have completed al least thirty (30) years of creditable service are
entitled to receive the Merit Annuity. Participants who have not attained fifty{ive
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAE ENOED JUNE 30, 2011

(55) years of age will receive 65% ol the average compensation or if they have
attained fiftyJive (55) years of age will receive 75olo of the average compensation.
Disability retirement benefits are available to members tor occupational and non-
occupational disability. However, for non-occupational disability a member must
have at least ten ('10) years ol service. No benelit is payable if the participant

receives a refund of his accumulated contributions.

On September 24, 1999, an amendment to Act No. 447 ot May 15, 1951, which
created ERS, was enacted with the purpose of establishing a new pension
program (System 2000). Employees participating in the current system as ot
December 31 , '1999, may elect to stay in the defined benefit plan or transfer to the
new program. Persons ioining the Municipalityon or afterJanuary 2000, willonly
be allowed to become members of System 2000. System 2000 will reduce the
retirement age from 65 years to 60 for those employees who ioined the current
plan on or after April 1, 1990.

System 2OOO is a hybrid defined contribution plan, also known as a cash balance
plan. Under this new plan, there will be a pool of pension assets, which will be
invested by ERS, together with those of the current defined benetit plan. Benefits
at retirement age will not be guaranteed by the Commonwealth oI Puerto Rico.
The annuity will be based on a formula which assumes that each year the
employee's contribution (with a minimum of 8.275% of the employee's salary upon
to a maximum of '10%) will be invested in an account which will either: ('l ) earn a
fixed rate based on the hvo-year Constant lvlaturity Treasury Note or, (2) earn rate

equal to 75olo of the return of the ERS's investment portfolio (net of management
fees), or (3) earn a combination ot both alternatives. Participants will receive
periodic account statements similarto those ofdefined contribution plans showing
their accrued balances. Disability pensions will not be granted under System
2OOO. The employer's contribulion (9.275olo of the employee's salary) will be used
to fund the current Plan.

b. ContributionRequirements

Commonwealth legislation requires employees to contribute 5 775% of gross

salary up to $6,600 plus 8.2751" ol gross salary in excess of $6,600 The
lvlunicipality's contributions are 9.275o/o of gross salary' Contributions'
requirements are established by law. The actuarially determined contribution
requirement and contributions actually made for the year ended June 30, 2011
was approximately $439,000. The Municipality s payroll for employees covered by
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COMMONWEALTH OF PUERTO RICO
MUNTCIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O1T

EBS was approximately $4.7 million. The Municipality total payroll for all

employees was approximately $8.2 million.

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

.I9. RISK MANAGEMENT

The Bisk Management Division of the Municipality's Legal Department is responsible
ol assuring that the lilunicipality's property is properly insured. Annually, the Risk
lvlanagement Division compiles the inlormation oI all property owned and its
respective market value. After evaluating this information, the Risk lvlanagement

Division submits the data regarding the [,4unicipality's properties to the Area of Public
lnsurance at the Department of the Treasury of the Commonwealth of Puerto Rico
who is responsible for purchasing all property and casualty insurance policies of all
municipalities.

20. CONTINGENCIES

The Municipality receives Federal Grants for specific purposes that are subject to
review and audit by the grantor agencies. Although such audits could generate

expenditure disallowances under the terms ol the grants, management believes
that any required reimbursements would not be material

b. The Municipality is a defendant and/or co-detendant in various lawsuits which
claims for actual damages. Some of these lawsuits are covered by insurance
The N4unicipality's management and outside counsels believe thal is probable thal
any potential liability that might exist, if any, in excess of the insurance, will not
alfecl significantly the financial position oI the Municipality.

21. COMMITMENTS

The [/unicipality of Gurabo had several outstanding or planned construction projects

as of June 30, 201 1. These projects are evidenced by contractual commitments with
contractors. The construction proiects are commitments of the joint resolutions fund
and loans and bonds fund that amounted to approximately $13.9 million.
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF GURABO

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2011

- 22. RESTATEMENTS

The beqinning fund balance (deficit) of the HUD Programs and other governmental

funds hlve b;en restated to reclassify the Emergency Shelter Grant Program'

Beginning fund balance (deficit)
Reclassitication of program

Beginning fund balance (deficit), as
restated

Other
HUD Governmental

Proqrams Funds

s 454,424 $ (429,414)
(30.000) 30,000

$__42!-424 $--G99314)
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COMMONWEALTH OF PUENTO RICO
MUNICIPALITY OF GURABO

BUOGETARY COMPARISON SCHEDULE. GENERAL FUT{D
FOR THE FISCAL YEAR ENDED JUNE 30. 2OI1

Orlqinal

Varianc. with
AclualAmounb Frn.lBudgEt-

(Audgola.yBasb) Positlv€
(S€. Noto 1) {Nsgatrv€)

7 991,158
3 757 947

686,444
29 029

1,783.305
126.943
490,477

REVENUES

Municipal llconse taxes
Llcences and pemns
Charges lor seruices and rent
lntergovemmental reven!es:

lnleresl. iines and penalties

EXPEI'IOITUBES

Gen€€ government

Tolal expenditures

E(cess ol expenditures over

s 8,014.883
6,530,000
3,232,922

4,000

1,744,424
179,000
12,204

8,014,883
6,530,000

4 000

1,744,428
179,000
12,200

\23.725)
12,172.4331
t2.546.478)

25,424

38,877
t52.057)

19,7',t7.433 19,717.:133 14,864.922 (4,852 511)

11,334,752
1913,280
4 070,312

685,097
1,471235

242,757
't9.711.433

I1,784,445
't,162,7't3

3 560 025
791 995

1.519 224
298,991

12 064 308
1 712 819
3 340 376

741 149
1 112.A12

285,198

1279.8231
49,894

219.649
50,886

106.382
13,793

160,78119.717.433 19,556.652

s$ (4,691,730) _!____E 99!!9.

461,102

Erpla.rll@n o, Dlft ren@.:
Sou.@.rnllow. ol r.eur...l

Actualadounls (budgetary be s)'avalab6,or app.opnar on'irom the budgeEry comparson schedu 6

O ,6Gnces . budq.l ro GAAP
Nel clra^ge n @ce,vables

N@ budqebd llnds

Tolal.evenues as reponesd o^ Ihe slarem6nr ol 
'ev6nu6s. 

exp€nd u.es and chanqes In iund barances (de,i.'l)

U3../oudlow! ot r..ourc€.:
Adualamounts (bldgelary basrs) roralchanaesroapp@p.alons ir@ the budge lary .od pairson schedul€
D lieErc€s - bldaol ro GAAP:

Pnol yea, enclmbrances .eoded as cu(6d war6xo€nd rures ror GMP basG
Ner chanoe 

'n 
payabres

Curcnl yea.encumbGnces recoded aseipendnu@s ror budqotary pleosos
lolalerp.ndirures as repon6d fr rh6 slatemenl ol 

'6venues 
erp.ndiiuGs. a^dchangos n lund baLa..€s (de,,cD

s r6.6a5301

s l9 556 652

The accompanying note to budgetary comparison schedule is an integral part of this schedule.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

NOTE TO BUDGETARY COMPARISON SCHEDULE.GENERAL FUND
FOR THE FISCAL YEAB ENDED JUNE 30, 2011

STEWAFDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Control

The lilunicipality's annual budget is prepared on the budgetary basis ol accounting,
which is not in accordance with accounting principles generally accepted in the United
States of America, and represents departmental appropriations recommended by the
l\/layor and approved by the lvlunicipal Legislature prior to the beginning of the fiscal
year. Amendments to the budget require the approval of the lvlunicipal Legislature.
Transfers of certain appropriations within the budget known as Mayor's Executave
Orders, do not require the approval of the lvlunicipal Legislature. The lvlunicipality
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 atyear-end are reporled as
reservations of fund balances and do not constatute expenditures or liabilities because
the commilments will be honored during the subsequent year. ln addition, under the
budgetary basis ol accounting, revenues are recorded when cash is received.

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

The annual budget as presented in the Budgetary Comparison Schedule - General
Fund is the budget resolutions at June 30, 201 1 representing the original budget.
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PART III- SINGLE AUDIT SECTION
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COMITIONWEALTH OF PUEFTO FrcO
MUNICIPAUTY OF GUFABO

SCHEOULE OE EXPENOITUFES OF FEDEFAL AWAFOS
FOR TIIE 

'ISCAI 
YEAF ENDEO JUNE 30, 2011

Pa..-Thro!9h
F.d.ral Entity Fe<leral
CFoA ld.ntity'ng Olsbursom€ni3/

Fed€ral Granlor/ProEram Titl. Numb€r Numb€r Elp€ndi&re.

U-S. Oepanmo.l of Hou.i.g a.d Urba.

- Dgvolopmenl (HUO)

0neci Program:
Section I HousL.g Choic€ Vouche6
Pass-lirough Oeparlmenl ot Famry

- Homelessness Preve.non and aaprd Fe'Housing
Progam (Re.overy Act Flnded)

Eme€eocy Sheller Granl Prograh
Pass-hrough Pueno Bi@ Public Housng Adh.rstarion

- Public Houslng Capilal Fufd
Passrhrough Commissioner O,lice ol Munrcipal afians

Slate Block Granl Program'SBGP
Subloial U.S. Deparhenl ol HUD

- U.S. o.partm€ni oi Tr.n.portalion
Federal Transrt-Fo.mula Granc

sublotal U. S. Deparhenr ol Tanspodaton

- u.S. Oepartmont ol aEricultlro
Pass{rough Pueno Rico Oepanmenlol Educalion

Chlld and AduhCare Food P.og6m
Sublotal U.s. Depa.heni ol Agicu ture

u.S. Depanmentol Hedfi and Human Serulce3 (HHS)

Pass-rhrough Poeno Fico Depanm€ntol Family
Chrb Care and Oevelopme.t BlockGranl
AFRAChid Care and Oevebpmenl glock Granl

Passlhrough Olicina de a Pr@uradora de las
Personas de Edad avanzada:
SpecalPrograms io.lhe Aging Tlle lrl. PaiC- Nllilion

slbroral U.s Deparhentoi HHs

U.S. Oopartment ot E.orgy
slate Ene€y Program
Energy Elliciencya.d Consefralion Block G.anl Prog.am

Sublolal U S Oepadmenlot Energy

u,s. oePanmonl ol Juslic.
Pass rhrough Comn$io1er Otlice ol Mun. DalA{d s

Tllle V.Oelinquency Prevenlon Program
Pass ihrough rhe Puerro Bico Depadmenr ol Jusrice

Edwad Byne MemonalJlslrce Assrslance Gra.t Programs/
Granrslo Slales and Ter(ones (BecoveryAcl Funded)

SlbtolalLl S Oepanme.l ol .Justice

U.S. Oepr.tm€nl ol Homeland Socurny
Pass-rhrcugh the Puerro Fco oepanmenr ol Just ce

oli ce ior Ihe oomeslc Preparedness FiscarYea/ 2005
Homeland Security GBnt Program

Subroial U S Oepanmenr oi Homeland Secu.ly

t4 871

14 257
14.231

't4.812

a 224

412.702
a2.523

15.228

2.140,*4
3.315 515

s 694.418

4.072

272.443

80 r63

632.777
73.861

2,13 885

80.163

950 s23

118278

212097

20.507 PF-96-X033-00 40 305
40 305

r0 558

93 575
93 713

93 045

81041
a112A OE EEAOO2291 63 a19

I6 5,18

16 303

97 067

216.315

2 457

roraL 
-!__142.5?5

See notes to Schedule of Expenditures of Federal Awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

- NOTES TO SCHEDULE OF EXPENDITURES OF FEDEBAL AWABDS
OR THE FISCAL YEAR ENDED JUNE 30, 2011

- 
1. SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of FederalAwards is a summaryof the
_ activity ol the Municipality of Gurabo's federal award programs presented on the

modiried accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America.

2. RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

- The reconciliation of expenditures in the basic financial statements to the Schedule of
Expenditures of Federal Awards js as follows:

- Expenditures as per basic financial statements:
Housing and Urban Development programs fund $ 3,315,5'15
Federal expenditures included within the other nonmajor

- Sovernmental funds 1.562.060

Total expenditures per schedule of expenditures
- of federal awards $4A7Z5ZE
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVEB
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHEB MATTEBS

BASED ON AN AUOIT OF FINANCIAL STATEMENTS PEBFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable l\ilayor and
l\4unicipal Legislature

[/unicipality of Gurabo
Gurabo, Puerto Rico

We have audited the financial statements of the governmental activities, each major Iund
and the aggregate remaining fund information of the Municipality of Gurabo, as of and ,or
the year ended June 30, 20'1 '1 

, which collectively comprise the Municipality,s basic financial
statements and have issued our report thereon dated Decembet 23,2O11. We conducted
our audit in accordance with auditing standards generally accepted in the United States ol
America and the standards applicable to financial audits cont ained in Government Auditing
Standards, issued by the Comptroller General ot the United Slates.

lnternal Control over Financial Fleoortino

Management of the l\,4unjcipality is responsible for establishing and maintaining effective
internal control over financial reporting. ln planning and performing our audit, we
considered Municipality ol Gurabo's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Municipality's internal control over tinancial reporting. Accordingly, we do not
express an opinion on the elfectiveness of the Municipality's internal control over financial
reporting.

A deliciency in internai control exists 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 detect misstatements on a Umely basis. A materialweakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will
not be prevented or detected and corrected on a timely basis.
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Our consideration of internal control over Iinancial reporting was for the limited purpose

described in the first paragraph oI ihis section and was not designed to identify all

deficiencies in internal control over Iinancial reporting that might be deficiencies, significant

deficiencies or material weaknesses. We did not identity any deficiencies in internalcontrol

over financial reporting that we consider to be material weaknesses, as defined above.

Comoliance and Other Matters

As part of obtaining reasonable assurance about whether the N/unicipality of Gurabo's

financial statements are free of material misstatement, we performed tests ol its

compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material etfect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an

opinion. The results of our test disclosed no instances oI noncompliance that are required

to be reported undet Govemment Auditing Standards.

This report is intended solely for the inlormation and use of the management,

Commissioner Office of l/unicipal Atfairs, others within the entity and the tederal awarding

agencies and pass{hrough entities and is not intended to be and should not be used by

anyone other than these specitied parties.

,/tI / / ,..
?)9, /c*('uq //zb " c

The slamp E18879 was

San Juan, Puerto Rico
December 23, 2011

to lhe originalol lhis
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INDEPENDENT AUDITORS' BEPOFT ON COMPLIANCE WITH
REOUIREMENTS THAT COULO HAVE A DIRECT AND MATEFIAL EFFECT

ON EACH MAJOR PROGBAM AND ON INTERNAL CONTBOL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR AN 33

To the Honorable l\ilayor
and Municipal Legislature

lvlunicipality ot Gurabo
Gurabo, Puerto Rico

Comoliance

We have audited the compliance of Municipality ol Gurabo with the types of compliance
requirements described in the U. S. Oflice ol Management and Budget (OMB) Cncuhr A'
133 Compliance Supplementlhal arc applicable to each of its maior federal programs for
the year ended June 30, 2011. N/lunicipality ol Gurabo's major federal programs are
identified in the summary of audito/s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to each oI ils major lederalprograms is the responsibility of
Municipality of Gurabo's management. Our responsibility is to express an opinion on
Municipality ol Gurabo's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United Stales of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits ol States, Local Governments, and Non-
Prolit Organizations. Those standards and OMB Circular A'133 require that we plan and
perform the audit to obtain reasonable assulance about whelher noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about lvunicipality of Gurabo's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on Municipality of Gurabo's compliance with those
requirements.

ln our opinion, the lvlunicipality of Gurabo complied, in all material respects, with the
requirements referred to above thal could have a direcl and material effect on each of its
major federal programs for the year ended June 30, 201 1 . However, the results of our
auditing procedures disclosed instances ol non compliance with those requirements, which
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are required to be reported in accordance with OMB Circular A-133 and which is described

in the accompanying schedule of findings and questioned costs as item I 'l-1 '

lnternal Control over Comoliance

lvlanagement of Municipality of Gurabo is responsible for establishing and mainlaining

effective internal control over compliance with the requirements of laws, regulations,

contracts and grants applicable to federalprograms ln planning and performing our audit,

we considerea Municipality ol Gurabo's internal control over compliance with the

requirements that could have a direct and material effect on a maior federal program to

deiermine the auditing procedures for the purpose of expressing our opinion on

compliance and to test and report on internal control over compliance in accordance with

OMIi Circular A-133, but not lor the purpose of expressing an opinion on the ellectiveness
of internal control over compliance Accordingly, we do not express an opinion on the

effectiveness ol the lvlunicipality's internal control over compliance.

A deticiency in intenalcontrcl over compriance exists when the design or operation ol a

control ovei compliance does not allow management or employees, in the normalcourse of
performing their assigned functions, lo prevent, or detect and correct, noncompliance with

a type of iompliance requirement ol a federal program on a timely basis A material

*eliness in internal control over compliance is a deficiency, or combination ol

deticiencies, 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 detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described

in the first palagraph o, this section and was not designed to identify all deficiencies in

internal control over compliance that might be deficiencies, significant deficiencies or

material weaknesses. We did not identity any deliciencies in internal control over

compliance that we consider to be materialweaknesses, as derined above.

lvlunicipality of Gurabo's responses to the findings identified in our audit are described in

the accompanying Schedule of Findings and Questioned Costs. We did not audit the

Municipality ol Gurabo's response and, accordingly, we express no opinion on it'

This report is intended solely for the information ol the management, Commissioner Office

of Municipal AlIairs, 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 anyone other than

these specified parties.

San Juan. Puerto
December 23, 20.|

The starnp E18880

Dr...l5

lo lhe orgrna ol this

,ERA. RIV ERA & CO



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

1. SUMMARY OF AUDIT RESULTS

Financial Statemenls

Type ol auditor's report issued:

lnternal control over linancial reporting:

Material weakness (es) identified?

Signif icant dericiency (ies) identilied?

Unqualiiied opinion

Noncompliance material to financial statements noted? Yes X No

Yes X No

Yes X No

Yes X No

Yes X No

Federal Awards

lnternal control over major programs:

lvlaterial weakness (es) identiiied?

Signilicant def iciency (ies) identif ied?

Iype of auditor's report issued on compliance for major
programs: Oualified

Any audit findings disclosed that are required to be
reported in accordance with section 510 (a) ot OMB
Circular A-133? X Yes No

ldenti,ication ol major programs:

CFDA Numbers Name ot Federal Proqrams or Cluster

14.257 Homelessness Prevention and Flapid Re-Housing
Program (Recovery Act Funded)

14.22A State Block Grant Program
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GUBABO

SCHEDULE OF FINOINGS AND OUESTIONED COSTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

CFDA Numbers Name ol Federal Proqrams or Cluster

16.803 Edward Byrne lvlemorial Justice Assislance Grant
Program / Grants lo States and Territories (Recovery
Act Funded)

Dollar lhreshold used to dislinguish between type A and Type B programs: 9300,000

Audited qualified as low"risk auditee? X Yes No

_ 2. FINDINGS - FINANCIAL STATEMENTS AUDIT

None

3. FINDINGS AND OUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM
AUDIT

Finding/Noncompliance
Ouestioned

CostProgram

SBGP
CFDA No.
14.224

Condition 11-l

The Municipality's internal control over compliance $ j0-
with the cash management requirements of the
lederal program is not effectave since it is not
minimizing the time elapsed between the receipt
and linal disbursement of funds.

Criteria

The 24CFB 85.20(b) (7) establishes that the
lederal funds recipient will adopt the necessary
policies and procedures to minimize the time
between the receipl of funds and the
disbursements for expenditures.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED)

FOR THE FISCAL YEAB ENDED JUNE 30, 2O1I

Program Findinq./Noncompliance
Ouestioned

Cost

Cause

The Municipality does not keep adequate cash
lorecasting procedures because lhe Municipality
has requested and received lederal funds in

excess ot its immediate needs.

Effect

The continued occurrence of this condition may
expose the Municipality to the assessment of
interest cost relating to the excess cash on hand
which would be paid from locallunds.

Recommendation

The N.4unicipality should modify the cash
,orecasting process by establishing a system to
lorecast the cash needs for the next live days, as
established by federal regulations. Federal lunds
should only be requested when they are going to
be disbursed immediately after receipt or within
live (5) business days.
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF STATUS OF PFIOR YEAR
AUDIT FINDINGS AND QUESTIONED COSTS

FOB THE FISCAL YEAR ENOED JUNE 30, 2O1I

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

Municipality in prior years. lt was noted that corrective actjon has been taken, except

for certain conditions that stillexist and require further action. These are included in

the accompanying Schedule of Prior Year Audits Findings and Questioned Costs.
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Prooram

State Block Grant
Proglam
CFDA No.14.228

State Block Grant
Program
CFDA No. 14.228

Child Care and
Development Block
Granl Program -
CFDA No. 93.575

status

Condition still
prevails.

Condition still
prevails.

Condition still
prevails.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURABO

SCHEDULE OF STATUS OF PRIOF YEAR
AUDIT FINOINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAB ENDEO JUNE 30, 2011

Findinc/Noncomoliance

Condition 09-1

The Nrunicipality internal control over compliance
with the cash manaoement requi.ements ot the
lederal program is not erlective since it is not
minimizing lhe time elapsed between the receiptand
final disbursement of funds.

Condition 1 0-1

The Municipality's internal control over compliancewilh
the cash management requirements of lhe federal
program is not etfective since it is nol mintmizing the
lime elapsed betlveen the receipt and final
disbursemenls of lunds.

Condition'10-2

The Municipalitydid notcomplywith the requirement of
preparing and filling its Accrued Expendilures reports
on a timely basrs. During our examination ol the
Accrued Expenditures Report, we noted that lhe
[.,lunicipality did not send on lime the quarte y.eport for

the tollowing period ended.

ouarter Ended Du€ Dale Date Submitted

Condition 0$2

The Municipalitydrd notcomplyw hthe requirement Condition still

ol preparing and fihng rts federal financral reports on prevarls

a timely basis.

Child Care and
Development Block
Grant Program -
CFDA No. 93.57s

12-31-2009
3-31'2010

1-10-2010
4-t 0-2010

1-13-2010
5,13-2010

-58-
ORTIZ. RIVERA. RIVERA & CO.

Suilr l5l. PO Bo\ 7050. Siniuri. PR m9.16 7150. Phone ir-8i) 156 8511. Fi\ 1787r1-r10i6l



CORRECTIVE ACTION PLAN

ORTIZ. RIVERA. RIVERA & CO,
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ESTAm UBRE ASOCIAOO DE nJllTO ruCO

MUMCIPIODEGURABO
CORREGTIVE AC1IO}I PLAII

Oecember 23, 2011

Cognizant or Ovarsighl Ag6ncy for Audit:

Municipatity of Gutebo respectfirlly submiE the bllowing conectivs aclion plan for th6

yeat ended Junc 30, 2011

Nams and address of independsnt public acc.unting ffm: Ortiz' Rivera, Rivera & Co,

Suite 152, PO Box 70250, San Juan, Puerto Rico 0093&7250'

Audit period: Fiscal year ended June 30' 2011

Tha findings from the Junc 30, 2011 schedule of findings and questioned costs are

disiussedielow. The findings are numbered consistently with th. numb€rs assigned in

th€ schedul€.

FII{OINGS . FEOERAL AWARD PROGRAIII AUDITS

Fiodinq 11-l - SBGP - CFOA No. 1'1.22E

Reponablg Condition: See Condition '11-1

Recomm6ndation:

The Municipality should modify the cash forecasting proce$ by establbhing a system io

f"r""""i tf,! 
"a"h 

n.eds for the next five days' as established by federal ragulations'

feOeiat funOs should only bo requ€sled whcn they ars going to be disbursing

immedtalsly atier receipt, or within tfuo (5) busin.ss days

l\ranagement Respons6:

we arc going to follow the rccomrnendalion.

lf the Cognizani or Oversight
call Mr. Hedor Caraballo, Fi

Cordially,

l,4unicipality ot Gurabo

Ap.n!& Pool 3el0, Cu.bq ftr.rt Rico 00?71
Tcl. (7t?! ?17-t.l I I ' Fu (?lr) 73?-J2S0 . ,r.r,r S$nb.D, coB

cy for Audit has quBstions r€garding this plan, pl€ase
0irec1or, at (787) 737,&411.


