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INDEPENDENT AUOITOR'S REPORT

To the Hono,able Mayor and
Municipal Legislative Body

Municipality of curabo
Gu6bo, Puerto Rico

Report on the Financial Statementa

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the ag8regate remaining fund information of Municipality of Gurabo, as of and for the year
ended June 30, 2014, and the related notes to the financial statements, which collectively comprise the
Municipality ofGurabo basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsibre for the preparation and fair presentation of these financiar statements in
accordance with accountinE principles generally accepted in the united states ofAmerica; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation offinancial statements that are free from material misstatement, whether due to fraud or
error.

Audito/s Responsibility

our responsibility is to express opinions on these financiar statements based on our audit. we
conducted our audit in accordance with auditing standards generafly accepted in the unrted states of
America and the standards appricabre to financiar audits contained in Govenment Auditing stondords,
issued by the comptroller Genenl of the united States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whetherthe financialstatements are free from
material misstatement.

MEMBER:

Amerien hnihrte of Certified Fublic A..ountaits
Pueno Rko Soci€ty of Cenified pubtic A@rnta.B

cPA ifi:Iu:ilS'c"....

CARLOS R. DIAZ, CP,4b PSC



INDEPENDENT AUDITOR'S REPORT (CONTINUED):

An audit invorves performing procedures to obtain audit evidence about the amounts ancr discrosures inthe financial statements. The procedures selected depend on the auditor,sjudgment, including the
assessment of the risks of materiar mjsstatemeot of the financiar statements, wh;ther due to fraud or
error' rn making those risk assessments, the auditor considers intemar contror rerevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. Accordingly, we express no such frinion. An audit also
includes evaluating the appropriateness of accounting poricies used and the reasonabreness of
significant accounting estimates made by management, as wel as evaruating the overaI presentation of
the financial statements.

we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

ln our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each maior
fund, and the aggregate remaining fund information of the Municipality of Gurabo, as oflune 30, 2014,
and the respective changes in financial position, and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the united states ofAnerica.

OtherMatters

Re q ui re d Su ppl e m ento ry I nlor motion

Accounting principles generally accepted in the united states of America require that the managemenrs
discussion and anarysis and budgetary comparison information oo pages 4 to 11 and 36-38 be presented
to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmentar Accounting standards Board, who considers it to
be an essential part of financial reporting for placing the basic financial statements in an appropdate
operational, economic, or histo cal context. we have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the lJnited
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistehcy with managemenfs responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. we do not express an opinion or p.ovide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

Other lnlormotion

our audit was conducted for the purpose of forming opinions on the financiar statements that
collectively comprise the Municipality of Gurabo,s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circulaa A-133, Audits ol Stotes, Locol 1overnments, oncl Non-
Profit Orgonizotions, and is not a required part ofthe basjc financialstatements.
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INDEPENDENT AUDITOR S REPORT (CONTINUED):

Such infoamation is the responsibility of management and was derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. The
information has been subjeded to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. ln our opinion, the schedule of
expenditures of federal awards is fairly stated in all material respects in relation to the basic financial
statements a5 a whole.

Other Reporting Requircllbl covemment Auditing Stdndods

ln accordance with Government Auditing Stondords, we have also issued our report dated March 12,
2015, on our consideration of the Municipality of Gurabo internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
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 testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance wilh Govehment Auditing Stondords in considering
Municipality ofGurabo internalcontrolover financial reporting and compliance.

<@*
Crrlos Rl l)iaz, CPA, PSC

License No. 275

Expire December 1, 2015

March 12, 2015
Aguas Buenas, Puerto Rico

The starnp No. E1O7103 ofthe Puerto Rico
Society ofCertified Public Accou ntants was
affixed to the originalofthis report.
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COMMONWEATTH OF PUERTO RICO

MUNICIPAI,IW OF GURABO PUERTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS

FORTHE YEAR ENDED 
'UNE 

30,2014

Management of the Municipow oI Gurobo of the commonwealth of Puerto Rico (the "Municipaliv')
provides this Maragemenfs Disaussion ond Ardlyiis of the Municipality's basic financial statements as

an overview and analysis of the financial activities of the Municipality for the fiscal year ended June 30,
2014. We encourage readers to consider the information presented here in conjunction with the
additional information thatwe have furnished in the accompanying basicfinancial statements.

FINANCIAL HIGHUGHTS

The Municipality has reported assets and net assets amounting lo 57A,203,747 and $13,090,1189
respectively, in the accompanying statement of net assets, of which the rnost significant assets are

capitalassets amounting to S58,285,762 (74 percent ol totol Municipdlity's ossets).

The Municiaplity has reported total liabilities amounting to S53,221,815 in the accompanying

statement of net assets, of which the rnost significant liabilities are bonds, notes and other long-
term debt a m ountinS t o 545,309,559 (71 percent ol totol lidbilities).

The Municipality has reported total revenues amounting to ,2a,72O,275 in the accompanying

Statement of activities, for the Fiscal Year Ended lune 30, 2014. The most significant revenues

amounting in this statement are property taxes and municipal licenses taxes and, sales and use tax
and construction excises taxes were to 512,914,@6 (45 percent of totdl revenues) a d $4,229,244
(75 percent ol totol rcveruesr, respectively.

The Municipality has reported a net change in net position of amounting to $2,701,451 in the
accompanying statement of activities.

The Municipality's governmental funds reported combined ending fund balances (deficit) of
s63s,831.

The Municipality has reported a deficitfor the generalfund amounting to 5(7,620,619).

The Municipality has reported an excess of revenues and other financing sources over (under)

expenditures and other financing uses amounting to 5(6,5$,504) in the Sovernmental funds.

OVERVIEW OF THE BASIC FINANCIAT STATEMENTS

The Municipalivs financial statements include three components: (1) the government-wide financial
statements, (2) the fund financial statements, and (3) the notes to the financial statements (collectively
known as the basic financial statements).
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GURABO PUERTO RICO

MANAGEMENTS OTSCUSSION AND ANAtyStS {CONTTNUED)
FORTHE YEAR ENDEO IUNE 30,2014

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (CONTINUED)

Government-Wide Financial Statements

Ihe qovernmenFwide linonciol stotements arc designed to provide readers with a broad overview ofthe
Municipality's operations and finance as a whole in a manner similar to private,sector business. These
statements provide short,term and long-term information about the Municipality,s financial position,
which assist the Municipality's management to determine the economic condition at the end of the
fiscal year. These flnancial statements are prepared using the flow of economic resources measurement
focus and the accrual basis of accounting. This basically means that these financial statements follow
methods that are similar to those used by most businesses. They take into account all revenues and
expenses connected with the fiscal year ended June 30, 2014 even if cash involved have not been
received or paid. The Bovernment-wide financial statements include: (1) the statements of net assets
and (2) the statement ofadivities.

Statement of Net Assets

The statement of net ossets presents all of the Municipality's assets and liabilities, with the difference
between these two items reported as "net assets" (equity). Over time, increases or decreases in the net
assets nay serve as a userul indicator of whether the financial position of the Municipality is either
improving or deteriorating.

Statement of Activities

The statement of activities presents information showing how the Municipalit'y's net assets changed
during the fiscal year ended lune 30, 2014. All changes in net assets are reported as soon as the
underlying event giving rise to the chan8e 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 uncolleded 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
Municipality, which consist mostly by taxes and intergovernmental revenues (such as federal Eranti).
Most services provided by the Municipality fall into this category, including culture and education,
general government, health and sanitation, public safety, public housing and welfare, etc_

Fund Financial Statements

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

MUNICIPAI.ITY OF GURABO PUERTO RICO

MANAGEMENTS DTSCUSSTON AND ANAt-yStS (CONTINUED)

FORTHE YEAR ENDED JUNC 30,2014

Statement of Activities (Continued)

Fund Finan.ial Statements(Continued)

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objedives. 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 cotnprise its assets, liabilitie5 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 focus on: (1) individual parts of the Municipality's government and (2)

reporting the Municipality's operations in more detail than the govemfient-wide financial statements.
For financial reporting purposes, the Municipality classifies its funds within the following fund
categories: (11 general fund, (2) debt service fund, (3) permanent improvement fund and (4) capital
projeds 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 the governmental-wide financial statements. However, unlike the governmenFwide
financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources. They also focus on the balances of spendable resources available at the end of
the fiscal year (June 30, 2014). This approach is known as using the flow of current financial resources
measurement focus and the modified accrual basis of accounting. These statements provide a detailed
short-term view of the Municipality's finances that assists in determining whether there will be
adequate financial resources available to meet the current needs of the Municipality, that is, evaluating
the Municipality's near-term financing requirements.

Because the focus of governmental 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
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the Municipality's near-term financial
decisions.

For financial reportinB purposes the Municipality has four major funds: (1) the Beneral fund {2) the debt
service fund (3) permanent improvementfund and (4) other governmentalfund.

Notes to the Basic Fina ncia I Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and the fund financial statements. The
notes to the basic financial statements can be found immediately followine the basic financial
statements.
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COMMONWEAITH OF PUERTO RICO

MUNICIPALIW OF GURABO PUERTO RICO

MANAGEMET{TS DTSCUSSTON AND ANA|-YStS (CONTTNUED}

IORTHE YEAR END€D JUNE 30,2014

Government-wide Financial statements summery

As noted earlier, net assets may serve over time as a useful indicator of the Municipali!/s financial
position. ln the case ofthe Municipality, assets exceeded liabilities by 513,090,/89 atJune 30,2014.

As previously discussed, by far the largest portion of the Municipality's net assets reflect its investment
in capital assets (e.9., land, buildings, ma.hinery equipment and all other property), less any related
debt used to acquire those assets that is still outstanding. The Municipality uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending- Otherwise,
Municipality's Basic FinancialStatement, not present increase in capitalactives and acrued depreciation
expenses, because al the time prepare the financial statement, Municipal AdministGtive was
reevaluating actives files to stablish of capitalization. The following is a condensed presentation of the
Municipalivs financial pos;tion and results of operations, as reported in the government-wide financial
statements:

Condensed Statement of Net Assets:
lune 30,2014

s 19,917,98s
54.245.762

78.203,747

L3,434,971
49,786,838

63.221.81s

1.891,443

18,818,409

9,184,846
1L4,912,166l,

s 13.O90-4a9

Current assets

Capitalassets

.rune 30, 2013

527,63s,724
53,683.808

75,319,532

20,79t,239
49,tog,461

69.899,705

Totalassets

Current liabilities
Non-current liabilities

Totalliabilities

Deferred inflows of resources:
Deferred municipal taxes

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

72394,463
L5,204,L48
122.1a2.78s)

s_549A26Total net assets
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GURABO PUERTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS (CONTINUED)

FORTHEYEAR ENDED JUNE 30, 2014

Government-wide Financial Statements 5ummary (Continued)

June 30. 2013

5 815,987
2,O11,424

1,710,685

9,080,197
7,612,124

- 2,696,531
-0-

5,368,O17

838,066
663,816

25,797,907

15,O75,343
1,356,285

2,379,666
1,291,799
2,203,841

-0-

11,178,195
1,249,722

34.734.851

(8,936,944)

s14356r20

s 5119,826

Condens€d Statement of Activities:

Rev€nu.s:
Program revenues:

charges for services
Operating grants and contributions
Capital grants and contributions

Generalrevenues:
Property taxes
Municipal license texes
Sales and use taxes
Construdion excise tax
Grants and.ontrib'rtions
lnterest, fines and penalties
Miscellaneous

Totalrevenues

Erpenses:
Generalgovernment
Public safety
Public works
Recreation

Health and welfare
Family and social development
Economic development
lnterest on long-term debt

Total expenses

change in net assets

Net aasets - at beginning of year

Net assets - at end ofyear

lune 30. 2014

S 1s,249
3,535,021

2,206,646

9,976,137

2,937,959
2,247,597
1,981,653
4,719,912

150,950
339.157

24,120.27s

t5,240,279
1,415,888
2,759,725

477,675
2,583,366

491,836
1,536,190

473,925

25.478,424

2,7O7,451

$10nB9,0i18

s1:!.!90JE9
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI"ITY OF GURABO PUERTO RICO

MANAGEMENTS DISCUSSION AND ANALYSIS (CONTINUED)

FORTHE YEAR ENDED JUNE 30,2014

Fund Financia I Statements Summary

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

Governmental Funds -Thefocus ofthe Municipality's qovernmentol lunds isto provide information on

near-term inflows, outflows, and balance ofspendoble rcsources. Such information is useful in assessing

the Municipality's financing requirements. ln particular, uareselved fund bolonce may serve as a useful

measure of a governmenfs net resources available for spending at the end of fiscal year. The following
is a condensed pr$entation of the Municipality's balance sheet and resulb of operations of
governrnentalfunds:

condensed Balance Sheet - Governmentalfunds:
lune 30,2013 June 30.2014

s26,03s,413 523,379,4A6
495.451 1.912.951

25.530.864 2s,292.437

t9,711,505 18,604,980

799.546 462.633

20.571.051 19.067.613

Total Assets Major Funds

TotalAssets - Nonmajor Funds

Total assets

Total Liabilities - Major Funds

Total Uabilities - Nonmajor Funds

Total liabilitier

oeterred inflows of resources

Fund Balances - Major Funds

Fund Balances- Nonmajor Funds

Total Fund Balance

6,263,908

6,860.655

9,084,817

(304.09s) 19.120.6481

s s.9s9.813 s (635.8311
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF GURASO PUERTO RICO

MANAGEMENTS OTSCUSSTON ANO ANATyStS (CONTTNUED)

FORTHE YEAR ENDED JUNE 30,2014

Fund Financial Statemehts Summary (Continued)

Condensed Statement of Operations - Governmental funds:

Total Revenues - Major Funds
Total Revenues - Nonmajor Funds

Total revenues

Total expenditures - Major Funds
Total expenditures - Nonmajor Funds

Total expenditures

Excess (deficiency) of revenues over(under) expenditures

Other financing sources (uses) Major Funds

Expenses Over Revenues

FUND BALANCE (DEFICIT) AT BEGINNING OF
YEAR, AS RESTATED (NOTE 11)

FUND BALANCE (DEFICIT) AT END OF YEAR

Capital Asrets and Debt Administration

19.014.969) {5.s9s.644)

s14,974Je S5959,S!3

s 5369,811 $ 1635831)

524,037,068
7,727,364

25,764.432

38,769,081

2,OO5,210

40.774,351

(1s,009,919)

5.994,950

52s,762,s66
2,351,109

28.120,27s

34,019,634
2.375,324

36,394.958

l\8,274,683)

1,679.039

a)

b)

Capital Assets

The Municipality has invested 558,285,762 in capital assets used in governmental activities, which
have an accumulated depreciation and amortization of $26,g37,57g at June 30, 2014. The net
capital assets increased durinS the current fiscal year due to the current fiscal year capital additions
94,601,954, which were partially offset by the depreciation and amortization expense.

Oebt Adminisration

The Municipality finances a significant portion of its construction activities through bond and note
issuances, and through state and federalgrants. The proceeds from bond issuances designated for
construction activities are committed in its entirety for such purposes and cannot be used for any
other purposes.

At Junce 30, 2014, the Municipatity's totat bonded debt amounted to S47,152,SS9, consisring of
bonds and notes payables. Such debt is backed by the fullfaith and credit ofthe Municipality.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF GURABO PUERTO RICO

MANAGEMENTS DTSCUSSTON AND ANALYSIS (CONTTNUEO)

FOR THE YEAR ENDED JUNE 30,2014

Financial Contact

The Municipality's financial statements are designed to present users (citirens, taxpayeE, austomers,
invertors and creditors) with a general overview of the Municipality's finances and to demonstrate the
Municipality's accountability. lf you have questions about the report or need additional financial
information, contact the Municipality's Chief Financial Officer on the Z"d. floor of the Gurabo City Hall,
Gurabo, Puerto Rico.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OT GURAEO
STATEMEMT Ot NEr postTtoN

As OTJUNE 30, 2014

ASSETS

Cash in bank

Cash with fiscal agent
lnvestment in certificates of deposit
Acco!nts receivable:

Property tax
sale tax
Othergovernment
Others

Restricted cash

Capital assets, net

TotalAssets

UAEILTTIES

Accounts payable and accrued expenses
Advances
Unearned revenue
Due to other agencies
Long-term debt:

Due within one year
Due in morethan one year

TotalLiabilities

Deferred inflows of resources:
Deferred municipal taxes

NET POSTTION

Net investment in capital assets
Restricted for:

Debt seruice
Capitalproject
Other purpose

LJnrestricted

Total Net Position

The accompanying notes are an integral

PRIMARY GOVERNMENT

GOVERI{MENIAI
ACTIVITIES

S 2,131,4s1
9,823,057

5,247,tA2
393,377

2,322,914

58.285,762

74,203.7 47

11,190,054

\946,244
254,675

4,417,279

45.309,559

63.227,475

1,891,443

18,818,409

3,194,t42
3,890,675
2,too,o29

114.912,7 66)

S 13.090.489

part of these f inancial statements.
tz



COMMONWEALTH OF PUERTO RICO
MUNICIPAI.ITY OF GURABO

STATEMENT OF AcflvrEs
FoRTHE YEAR ENDED JUNE 30,2014

PROGRAM REVENUES

CAPITAL GRANTS ITIET

aNo {EXPENSE)/
CONTRIBUTIONS REVENUE

FUNCTIONSAND PROGRAMS

Governmental activities:
General administration
Pubiic safety
Education and recreational
Public works and sanitation
Health and welfare
Family and soaial development
Economic development
lnterest

CHARGE

FOR

SERVTCES

OPERATING

GRANTSAND
CONTRIBUTIONSEXPENSES

s(15,280,219)
(1,41s,888)

1471,67s)
12,7s9,725],
(2,s83,366)

(491,835)
(1,s36,190)

1a73.92s)

57s,249
57,O24,3O7

262,142

7,712,A33
193,858

341,881

s(15,280,219)
(391,580)

12@,284)
(ss3,079)
(870,s33)

1297,978)
(1,194,309)

(873.92s)

52,206,646

Total governmental activities

Generalrevenue:
Taxe5:

Property taxes
Municipaltax
Sale tax
Construction excise tax

Grants and entitlements
Rent

lnterest
Other

Totalgeneral revenues

Changes in net position

Net position at beginning

Net position at end

The accompanying notes are an

s4548.820 515249 S3l35.A21 s2206.646 (1s,661.eo8)

9,976,737
2,937,959
2,247,591
1,981,653
4,729,9t2

202,477
150 950
136.680

22.363,359

2,70t,451

10.389.038

s 13899/89

integral part ofthese financial statements.
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COMMONWEAI.TH OF PTJERTO RICO

MUNICIPALIW OF GURABO
REcoNcLtaTloN OF THE GovERNMEMIAL FuNos

BAtaNcESHEE ToTHE STATEMENTOf NEr postTtoN

As OFJUNE 30, 2014

- Fund Ealances in Governmental Funds S (635,831)

Amounts reported lot Governmentol Activities in the Stotefieht ol Net
- Positioi drc different becouse:

Capital assets used in governmental activities are notfinancial
resources and therefore are not aeported in the funds. 5g,2a5,762

Receivables deferred in governmental fund financial statements 4,969,212

Long-term liabilities are notdue and payable in the current period
and therefore are not reported in the funds:

gonds and notes payabl" (45,872,558)
Accrued interest (1,021,81G)
Compensated absences {1,655,973)
Advances from CRIM (895,624)
Due to Heath lnsurance Administration
Claim andjudgment {82.682)

Totat net position in statement of net position S 13.090.489

The accompanying notes are an integral part ofthese financial statements.
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COMMONWEAI,TH OF PUERTO RICO

MUNICIPALITY OF GURABO
REcoNc[.tATtoN Of THE STATEMENT OF REvEr!uEs, ExpENDITUREs

ANO CHANGE5 I FUNO SAI.ANCES OT GOVERNMENIAL

FUNDs TO THE STATEMENT OI ACIUIIIES
FoR THE YEA8 ENDEo JUNE 30,2014

Net chan8e in fund ba lances - total governmental tunds

Amounts repottedfot Governmentol Activities in the Stotement of Activities
ore different becouse:

Governmenta I funds report capital outlays as expendituaes. However, in
the statement of activities and changes in net position, the cost of those
assets is allocated over thek estimated useful lives and reported as
depreciation expense. This is the amount of capitalassets recorded in
the current period.

Depreciation expense on capital assets is reported in the statement of
activities, but they do not require the use of current financial resources.
Therefore, depreciation expense is not reported as expenditures in
SOvernmental funds.

Governmentalfunds report principal payments on long-term debt as
expenditures, whereas the principal payments reduce the long-term dett
in the statement of net position.

Governmental fund report proceed from loans as other financial sources,
whereas the proceed from loan increase the long term debt in the
statement of net position.

Changes in accrued expenses which do not require the use ofcurrent
financialresources:

Interest
Compensating absences

Chanqes in Net Position oJ cove,Ir'mentol Activities

The accompanying notes are an integral part ofthese financial statements_

S(6,s99,s04)

6,494,679

\t,a92,725)

3,783,000

(1,679,039)

7,400,512
1.190.668

s269zl91

1l



COMMONWEALTH OF PUERTO RICO

MUNICIPAI,ITY OF GURAEO
NOTES TO THE FII,{ANCIAL STATEME NIs

JUNE 30, 2014

1. ORGANIZATION ANO REPORTING ENTIW

ORGANIZATION:

The Municipality of Gurabo (the Municipality) was established in 1826. The Municipality is a political
and legal entity with full legislative and administrative faculties in every affair of municipal character,
with perpetual succession, existence and legal persohality separate and independent from the
government ofthe commonwealth of Puerto Rico.

The municipal government is compised of the executive and legislative bodies, which are elected
every four years in the Puerto Rico general elections. The executive power is exercised by the Mayor
and the legislative power by the Municipal Legislative Body, which has fourteen members.

The Municipality provides the following services to its community: health, public works, education,
public safety, housing, community and social services, welfare, culture and recreation, as well as
many other general and adlninistratNe services.

Reporting entity

A reporting entity consists of the primary government, component units, and other organizations
that are included to ensure that financial statements are not misleading. The primary governrnent of
the Municipality consists of all funds and departments that are not legally sepamte from the
Municipality. For the Municipality of Gurabo, this includes various services including police
protection, recreation (including parks), street maintenance and repair, sanitation, and general
administrative services. The operation of each of these activities is directly controlled by Municipality
tegislative Bodythroughthe budgetary process.

Component units are legally separate organizations for which the Municipality is financially
accountable. The Municipaliw has no aomponent units.

2. SUMMARYOFSIGNIFICANTACCOUI{TING POLICIES

The accounting and reporting policies of the Municipality relating to the funds included in the
accompanying basic financial statements conform to accounting principles generally accepted in the
lJnited States of America applicable to state and local Bovernments. Generally accepted accounting
principles fo. local governments include those principles prescribed by the Governmental Accounting
Standards Board {GASB), the American lnstitute of Certified Public Accountants jn the publication
entitled Audits of State and Local Governmental Units and by the Financial Accounting Standards
Board (when applicable). The more significant policies ofthe Municipality are described below.
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COMMONWEAI.TH OF PUERTO RICO

MUNICIPALITY OF GURABO
NOTE5 TO TIIE FI A'TCIA!SIAIEMEI,TS (CONTIiIUEO)

JUNE30,2014

2. SUMMARy OF StcNtFtcANT ACCOUNTTNG pOLtCIES (CONTTNUED)

Government wide and fund financial statements

fhe government-wide findhciol stotements li.e., the statement of net position and the statement of
changes jn net position) report information on all the activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities which normally are supported mainly by taxes and
intergovernmental revenues are reported separately from busjness-type activities, which rely to a
si8nificant extent on fees and charges for support. tikewise, the primary government is reported
separately from certain legally separate component units for which the primary government is
fi nancially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segments are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include a) charges to customers or applicants
who purchase, use, or directly benefit from goods, seNices, or privileges provided by a given function
or segment and b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues.

The fund linonciol stotements segregate transactions related to certain 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 fund financial statements; all non-
majorfunds are aggregated and presented in a single column.

The Municipality reports the following major governmental fu n ds:

1) General Fund

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

2) Debt Service Fund

This fund is used to account for the accumulation of resources from addition property tax and
sales and use tax for and the payment of general long-term debt principal, interest and related
cost.

Measurement focus, basit of accounting

The government-wide Statement of Net Position and the Statement of Activitiei, are presented
using the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time the liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed bythe provider have been met.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GURABO
NoTEsTo THE Ft ANctAL STATEMEMTs (CoNTtNUED)

luNE 30, 2014

2. SUMMARy OF StGNtFtCANT ACCOUNTTNG pOLtCtES (CONTTNUED)

The governmental fund financial staternents are presented using the cultent financial resources
measuternent focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Under thjs method revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay
liabilities ofthe current period. For this purpose, the government considers revenues to be available
if they are colleded within 90 days (except property taxes that are 60 days) of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, except for debt
service, compensated absences and claims and judgments expenditures which are reported when
payment is due.

Property taxes, franchjse 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 ofthe current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.

Private'sector 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 wlth or contradict guidance of the Governmental Accounting Standards
Board. Governments also have the option of following subsequent private-sector guidance for their
business-type activities and enterprise funds, subject to this same liftitation. The government has
elected not to follow subsequent private sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services, 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 rathet than as progtam revenues. Likewise, general revenues include
alltaxes.

When both restricted and unrestricted resources are available for use, it is the government.s policyto
use restricted resources first, than unrestrided resources as they are needed.

Caih,6ash equivalents, cash with liscal agent and investment

The Municipality's finance director is responsible for investing available resources. The Municipality is
restricted by law to invest only in savin8s accounts and certificates of deposit with banks qualified as
a depository of public funds by the Puerto Rico Treasury Department (PRTD) or in instruments of the
Government Development Bank for Puerto Rico (GDB). The Municipality,s policy is to invest any
excess cash in interest bearing deposits with institutions qualified by the PRTD. Earnings from these
funds are recorded in the corresponding fund as interest income.

20



COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF GURABO
NoTES TOTHE FTNANCtA! SIATEMENTs (CONnNUEO)

JUNE30,2014

2. SUMMARY OF StGNtF|CANT ACCOU^ITTNG pOLtC|ES (CONTTNUED)

Cash with fiscal agent in the governmental fund consists of unused proceeds from bonds and notes
issued for the acquisition and construction of majo. capital improvernents. Cash with fiscal agent in
the debt service fund represents special additional property tax collections retained by the
Commonwealth of Puerto Rico and restricted for the payment of the Municipality,s debt seNice, as
established by law.

The Municipality considers all investments with an original maturiv of three months or less to be
cash equivalents.

lnterf und reaeivables and payables

Activitjes between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either due tofrom other funds (i.e., the current portjon
of interfund loans) or advances to/from other funds {i.e., the non-current portion of interfund loans).
lnterfunds receivables and payables within the governmental activities are eliminated in the
statement of net position.

Cadtal assets

Capital assets, which include property, plant, equipment, and infrastructure (which is normally
immovable and of value only to the Municipality, such as roads, bridges, streets sidewalks, and
drainage system), are reported in the applicable governmental columns in the government wjde
financial statements. The Municipality elected not to capitalize infrastrudure acquired before the
implementation date ofGASB 34 (lune 30, 2003).

Capital assets purchased or acquired are carried at historical cost or estimated historical cost.
Contributed assets are recorded at fair market value as of the date donated. Additions,
improvements and other capitat outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expensed as incurred. When
historical cost is not available it is estimated using historic sales of the year of the acquisition of the
related capital assets.

Depreciation in capital assets is calculated on the straight-line basis
usefullives:

Building
Equipment
lnfrastructure
Building improvements
Furnishing
Computer
vehicles

over the following estimated

40 years

5 years

40 years

40 years

5 years

3 years

5 years

The Municipality decides when to capitalize an asset using a capitalization threshold ofS25.
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COMMONWEALTH OF PUERTO RICO
MUNICIPAI.ITYOF GURABO

NoTEs To TxE FtNANctat STATEMEIrS (Co nNuEo]
lUt'/E 30, 2014

2. SUMMARY OF S|GN|F|CANT ACCOUNTTNG pOUCtES (CONTTNUEO)

Fund balance

ln the prior year, the Authority adopted the provisions of GASB Statement No. 54, Fund Bolonce
Repofting ond Govenmentol Fund Type Dqinitions {GASB 54), which enhanced the usefutness of
fund balance information by providing clearer fund balance classifications that can be more
consistently applied. Thjs statement establishes fund balance classifications that comprise a
hierarchy based primarily on the extent to which the Authority is bound to observe constraints
imposed upon the use of resources reported in governmentalfunds.

Pursuant to the provisions of GASB 54, the fund balances amounts are reported as nonspendable,
restricted, committed, assigned and unassigned, based on the relative strength of the constraints
thatcontrol how specific amounts can be spent, as described follows:

Nonspendable - Represent resources that cannot be spent.eadily with cash or are legally or
contractually required not to be spent, jncluding but not limited to inventories, prepaid
items, long-term balances of loans and notes receivable.

Restfcted - Represent resources that can be spent only for the specifia purposes stipulated
by constitutional provisions, external resource providers (externally imposed by creditors or
grantors), or through enabling legislation (that is, legislation that creates a new revenue
source and restrict its use). Effectively, restrictions may be changed or lifted only with the
consent of resource provjders.

Committed - Represent resources used for specific purposes, imposed by formal action of
the entitry's highest level of decisjon making authority (governinB body through resotutions)
and can only be changed bysimilar resolutions, no laterthan the end of the fiscal year.

Assilned - Represent resources intended to be used by the entity for specific purposes but
do not meet the criteria to be classified as restricted or committed {generally resolutions
approved by the governing body). lntent can be expressed by the governing body, or by an
official or body to which the governing body delegates authority in conformity with the by
laws of the Authority. ln governmental funds other than the general fund, assigned fund
balance represents the remaining amount that is not restricted or committed.

Unassiqned - Represent the residual classification for the entity,s general fund and includes
all spendable amounts not contained in the other classifications. ln other funds, the
unassjgned classification is used only to report a deficit balance resulting frofi overspending
for specific purpose for which amounts had been restricted, committed, or assigned.

*

.:.

*
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COMMONWEATTH OF PUCRTO RICO

MUNICIPALITY OF GURABO
NOTES TO THE FINANCIAL STAIEMEMTS (CONTITIUED)

JUNE 30, 2014

2. SUMMARY OF S|GN|F|CANT ACCOUNTTNG pOUCtES (CONTTNUED)

RiskfinancinS

The Municipality carries insurance to cover casualty, theft, tort claims and other losses. Cost of
insurance policies for the year ended June 30,2014 amounted to 5413,824. The current insurance
policies have not been cancelled or terminated. ln addition the Municipal Revenue Collection Center
(the CRIM) deducted 5283,992 for workers compensation insurance covering all municipal
employees.

Compensated absences

Employees accumulate vacation leave at a rate of 2.5 days per month up to maximum of 60 days.
L,npaid vacation time accumulated is fully vested to the employees frorn the first day of work.

Employees accumulate sick leave at a rate of 1.5 days per month up to a maximum 90 days. In the
event of employee resignation, the employee is paid for accumulated vacations days up to the
maximum allowed. Separation from employment prior to use of all or part of the sick leave
terminates all rights for compensation, except for employees with ten years or more of service who
are entitled to sick leave pay up to the maximum allowed. Employees' maxirnum allowed vacations
and vested sick benefits are accounted for in the Statement of Net Position.

Use ot estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States ofAmerica requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, and disclosure ofcontingent assets and liabilities atthe
date of the financial statements and the reported amounts of revenues and expenditures/expenses
during the reporting period. Actual results could differ from those estimates.

Deposits and investments

lJnder Puerto Rico statutes, public funds deposited in commercial banks must be fully collateralized
for the amount deposited in excess of federal depository insurance. All securities pledged as
collateralare held by the Secretary oftheTreasury of Puerto Rico.

Subsequent Events

Management has evaluated subsequent eventl through lvlarch 10, 2015, the date the financial
statements were evaluated to be issued.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO
NoIEs To THE FINAiIclAT STATEMEIIITS (coNTINUEo)

JuNE30,2014

3. PROPERW TAX

The peasonal property tax is self assessed by the taxpayer on a return, which is to be filed by May 15
of each year with the Municipal Revenue Collector Center (the CRIM), a governmental entity created
by the Commonwealth of Puerto Rico. Real property tax is assessed by the CRIM on each piece of
real state and on each building.

The assessment is made as of January 1of each year and is based on current values for personal
property and on esteemed values as of 1957 for real property tax. The tax on personal property must
be paid in full together with the return by May 15. The tax on real property rnay be paid in two
jnstallments by July 1 and January 1.

The CRIM is responsible forthe billing and collections of real and personal property taxes on behalfof
all the municipalities of Puerto Rico. Before the beginning of each fiscal year, the CRIM informs the
Municipality of the estimated amount of property tax expected to be collected for the ensuing fiscal
year. Throughout the year, the CRIM advances funds to the Municipality based on the initial
estimated colledions. The CRIM is required by law to prepare a settlement statement on a fiscal year
basis, where by a comparison is made between the amounts advanced to the Municipality and
amounts actually colleded from taxpayers.

This settlement has to be completed on a preliminary basis not later than three months after fiscal
year-end, and a final settlement 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 adually collected, a receivable
from the CRIM is recorded at June 30. However, ifadvances exceed the amount actually collected by
the CRIM, a liability to the CRIM is recorded at June 30.

Residential real property occupied by its owner is exempt by law from the payment of property taxes
on the first 515,000 of the assessed value. For such erempt amounts, the Puerto Rico Treasury
Department assumes payment of the basic tax to the Municipalities, except for property assessed at
less than 53,500 for which no payment is made. As part of Law No. 83 of August 30, 1991, as

amended, the exempt amount to be paid by Puerto Rico Treasury Department to the Municipalities
was frozen asofJanuary 1, 1992- In addition, the law grants a tax exemption from the payment of
personal property taxes of up to 550,000 of the assessed value to retailers having annual net sales of
less than 5150.000.

The annual rate for fiscal year 2014 i9 11.83% for real property and 7.83% for personal property of
which 1.03% of both tax rates are for the redemption of public debt issued by the Commonwealth of
Puerto Rico. The remaining percentage is distibuted as follows: {a) 5.0p2 and 4.O%, respectively,
represent the Municipality's basic property tax rate, which is appropriated for general purposes and
accounted for in the general fund. A portion of such amount is deposited in an equalization fund
together with a percentage of the net revenues of the Puerto Rico Electronic tottery and subsidy
from the Commonwealth of Puerto Rico. From such fund, a distribution is made to all municipalities;
{b) 5% AND 37o, respectiveiy, represent the special ad valorem tax restricted for debt service and
accounted for in the debt service fund. The Commonwealth contributes an annual tax rate of 0.2% of
the property tax colleded and the remaining rate is paid by the taxpayer.
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

NorEsToTHE FtNAtlctat STATEME|YTS (Co TtNuEo)

JuNE30,2014

3. PROPERTYTAX(CONTTNUED)

Total property tax receivable, net of an allowance for uncollectible accounts of 520,360,558,
amounted to 55,247,182 at lune 30, 2014. The composition of property taxes receivable and the
related deferred revenues is a follows atJune 30, 2014:

GeneralFund Debt Service Fund Total

Gross property taxes receivable
less allowance for uncollectible accounts

Net property taxes receivable

Deferred (unavailable property)
tax revenues in GFFS

4. VOLUME Of EUSINESS TAX

514,061,626 57t,s46/14 52s,6oi,i4o
71,794,521 9.166.037 20,360.558

s 2.867J05

,3.18 617

S 2l8o-o7z

s 2255135

s_5247,W

s_as69)12

The municjpal license tax is levied annually based on the volume of business of certain businesses
and industrial organizations that operate in the Municipality. The tax rates are 1.500/6 for financing
institutions and .50% for the other business institutions. The taxpaye.s mustfile a return not later
than April 15 of every year and the tax is payable in two installments, due in July 1 and January 1 of
the following flscal year. The amount levied could be paid with a five percent (5%) discount if
payment is made on or before the filing date. The Municipality levied and collected during the year
ended June 30, 2014,57,894,M3 cortesponding to the followinB fiscal year volume of business tax.
This amount was recorded as deferred revenue, and is presented as a Iiability in the accompanying
combined balance sheets and statement of net position-

5. SALE TAX

On July 4, 2005, the legislature of the Commonwealth oI Puerto Rico approved Act No. 117 ('Act
117") which amends the Puerto Rico lnternal Revenue Code of 1994 to provide for a sale and use tax
of 5.5 to be irnposed by the Commonwealth Govemment. Ad 117 also authorized each municipality
government to impose a municipal sale and use tax of 1.5%. This municipal sale and use tax has in
general the same tax base and limitations (except for unprocessed foods) as those provided by the
Commonwealth's sale and use tax.

The Act 80 also provides for restrictions on the use of the resources (including the .5 of 1.5%
collected by the Commonwealth Government) to be invested in solid waste and recycling program,
capital improvements and health and public safev costs. Amount collected bV the Commonwealth
will be deposited in accounts or specialfunds in the Governmental Oevelopment Bank of Puerto Rico
("GD8"), subject to restrictions imposed and distributed as followsi
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURAEO
NoTEs To THE FtNANctaL STATEMEl\frs {CoNItNUED}

JUNE 30, 2014

5. SALE TAX (CONTTNUED)

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

.2! of the 5'/owill be deposited in a "Municipal Redemption Fund,,to paid loans to municipalities
subject to restrictions imposed by the Act and,

c) .1% of the .5 will be deposited in a "Municipal lmprovement Fund" to finance capital
imp.ovement project; these fund will be distributed based on legislation forn the
Commonwealth's legislature.

The Municipal Sale Tax is speciflcally imposed over all sale transactions of taxable items and
combined transactions (as defined by the municipal internal regulation) taken place within municipal
lirnits. The Municipal Tax is also specifically imposed over the purchage pdce for the use, storage or
consumption of taxable transactions (as defined by the municipal internal regulation) taken place
within municipal limits.

The Municipal Legislature approved the imposition of the municipal sales and use tax effective
November 1, 2006. lndividual, organizations and entities subjed to collect the municipal sales and
use tax must file a tax return to Municipality. Tax is due ea€h 2oth day of each month based on tax
colleded in the preceding month. The Municipal Ordinance does not impose specific restrictions or
limitations on the use of the municipal sale and use tax resources. Resources are recorded in the
general fund of the Municipality.

5. INTERGOVERNMENTAL REVENUES

lntergovernmental revenues sources consist of contributions received from certain quasi-public
corporations of the Commonwealth of Puerto Rico, such as the Puerto Rico Electric power Authority.
Also, the Municipality receives some subsidies from the Commonwealth of puerto Rico which
include, among others, a subsidy for general operations and for the financing of capital
improvements. The intergovernmental revenues are recorded in the General fund, except for those
that are legally restricted for expenditure for specified purposes which are recorded in the Other
GovernmentalFunds.

a)

b)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF GURABO
NorEsToTHE FtNANcaL SrafEMEms (Co INUED)

luNE 30, 2014

7. CAPITAI, ASSETS

Capitalasset activityfor the year ended lune 30, 2014 was as follows:

Pfmary Government

Governmental activitiesr
Capital assets not being depreciated:

Land

Construction progress

Total capitalassets not being
depreciated

Capital assets being depreciatedi
Buildings and building governments
Furniture texture and equipment
lnfrastructure
Vehicles

Total capital assets being depreciated

[ess accumulated depreciation for:
BuildinSs and building improvements
Fumiture texture and equipment
lnfrastructure
Vehicles

Total depreciable capital assets, net

Governmental activities capital assets net

Retirementsand galance

Additions reclassifications June 30. 2014

Balanc.
lune 30. 2013

S t6p222s9
1,161.013 s 3.708.255

18,083,271 3.708,255

s(3,148,000) 573,774,258
3.148.000 A,017,26A

31,O44,a3A

4,477,943
11,083,268
7,939,341

19,377,392)
(3,824,307)
(4,s34,566)

t7,208,588)
124.944 ,8s3)

1,505,329
2s4,44a
926,647

{994,70s)

\21o,622)
1298,47 s)
(328.923)

1L,a92.125)

27,197,526

38,650,167

4,732,391
12,009,915
7,939,341

63.331.814

(to,372,o97)

14,O94,929)
(4833,(M1)
(7.s37,s11)

(26.837.s78)

36,494,236

S 59.285 762

60,545.390 2,1A6,424

35.600,537 893.599

s13.683-808 s4501t54
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COMMONWEATTH OF PUERTO RICO

MUNICIPALITY OF GURABO
NorEs To TH E FrNAilctal SrArEMEtvrs (CoNTrN uEo)

JUNE30,2014

7. CAP|TA| ASSETS (CONTTNUED)

Depreciation expense was charged to functions/programs ofthe Municipality as follows:

General administration
Public safety
Public works
Education, culture and recreation
Health and welfare
Family and so€ial development
Economic development

Total depreciation expense

8. LONG-TERM DEBT

Governmental
Adivities

5 994,274

87,918
513,O76
29,580

117,923
30,451

65,497

s] 892J25

tong-term liability activity for the year ended lune 30, 2014 was as followsj

Primary government: BeginninS Ending Due within
Govemmental Adivities: Balance Additioni Reduations galanae one vear

Bonds and notes payabte 549,323,520 5179,039 5(2,350,000) 547,152,559 51,833,000
Compensated absences 2,A46,641,
Claims and judgments A2.6a2

(1,190,668) 1,655,973 r,665,973
82.682 82,682

52,252,A43 179,039 (3,540,668) 48,891,214 3,581,655
Oue to Puerto Riao

HealthlnsuranceAdministration 895,624 895.624 895.624

Total 553-148t62 S129.0:D S13t40,668) 549J!5_838 SAAu_As
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF GURASO

NorEs To THE FrNANctaL STATEMEIrS (CoNn uEo)

JuNE30,2014

8. LONG-TERM DEBT (CONTINUED}

Governmental activities:

Bonds and notes payable:

5615,000 series of 1992, payable in one annual installment of S44,OOO on
lanuary 1, 2015 with interest at 5.e1. S 44,000

51,967,000 series of 1994, payable in one an.ual installment of S159,OOO on
january 1, 2015 with interest at 6%. 159,000

5325,000 series of 1997, payable in annual installments of 518,000 to 523,000
untillanuary 1, 2020 with interest at 5%. 723,OOO

5704 series of 2000, payable in annual installments of 531,000 to 547,045 until
January 1, 2024with interest at4.5% 385,045

5565,000 series ot 2002, payable in annual installments of 525,000 to 555,000
until luly 1, 2026 with interest ranging from 2.O7oA to 5.5%. 480,000

52,715,000 series of 2002, payable in annual installments of 590,000 to
5215,000 until.July 1, 2027 with interest ranging lrom 1.53% to 6.5%. 1,925,000

5375,000 series of 2002, payable in annual installments of 515,000 to 529,000
until January 1, 2027 with interest at 4.50olo. 279,000

57,595,000 series of 2007, payable in annual installments of S185,00O to
5535,000 until July 1, 2031 with interest rangingfrom l.539kto7.5yd 6,615,000

51,010,000 series of 2007, payable in annual installments of 525,000 to
585,000 untilluly 1, 2032 with interest ranging ttofi.t 7.536/oto7.5'/o. 915,000

5225,000 series of 2008, payable in annual installments of 55,000 to 520,000
until .luly 1, 2032 with interest ranging from 1.53o6to7.5%. 195,000

5780,0o0 series of 2008, payable in annual installments of 520,000 to 570,000
untilluly 1, 2032 with interest ranging from 1.53o/. to 7 .5o,4. 700,000

S7,47o,tloo series of 2008, payable in annual installments of S175,0Oo to
5615,000 until luly 1, 2032 with interest rangin gfrc"':, 1,.53.,6 to 7.5%. 6,655,000

51,210,000 series of 2008, payable in annual installments of $20,000 to
5100,000 until luly 1, 2032 with interest rangin gfrc.n 1.53'/0 to 7.5%i. 1,075,000

(Continue)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF GURABO

NorEs To THE FtNAilcta! STATEMEMTs (CoNTTNUEo)

JUNE 30,2014

- 8. roNG-TERM DEBT (CONTTNUED)

Bonds and notes payable (Continued):

S28O,0OO series of 2008, payable in annual installments of 55,000 to 530,000
untilJuly 1,2033 with interest ranging from 1.53%to7.5%. S 255,000

54,350,000 series of 2010, payable in annual installments of 5660,000 to
570,000 until J u ly 1, 2016 with interest ra nging f.om 4.7so/o to 7 .56/o. 1,480,000

S7,O3O,ooo series of 2012, payable in annual installments of 5125,000 to

5570,000 until July 1, 2036 with interest ranginqtrom 6.oyoto 7.ooA. 6,800,000

51,630,000 series of 2013, payable in annual installments of 542,000 to

5285,000 until July 1, 2019 with interest rangingf.om 6.U/olo 7.56/.. l,445,ooo

581O,OOO series of 2013, payable in annual instailments of S1OO,OO0 to
5140,000 until luly 1, 2019 with interest rangingfrcm 6.@6 to 7.e/o. 715,000

- Sf,s:s,:2s series of 2013, payable in annual instatlments of 535,000 to
5170,325 until July 1, 2035 with interest ranging from 5.38% to 5.0%. 1,805,325

- Sz,:og,g75 series of 2013, payable in annual installments of 5145,000 to
5629,000 untilluly 1,2035 with interest rangingfrom 5.38%to 6.0%. 7,173,975

- 53,488,000 series of 2013, payabte in annual installments of 5285,000 to

S433,OOO untilluly 1, 2022 with interest ranging from 5.375%. 3,397,039

- 5158,000 note payable, series of 2008, payable in annual installments of

53,ooo to S13,ooo until luly 1, 2032, with interest ranging from 1-53% to 144,000

7.5%.

51,156,000 note payable, series of 2008, payable in annual installments of
5117,000 to 5217,000 until July 1, 2017, with interest ranging from 1.53% 678,000

lo 7 .5'A.

S45O,OOO note payable, series of 2012, payable in annual installments of
52o,OOO to S45,O0o until luly 1, 2025, with interest ranging from 6.00/6 to 395,000

1_ff/..

- 51,379,175 note payable, series of 2013, payable in annual installments of

s65,0OO to 5289,000 until luly 1, 2035, with interest ranging from 5.38% to
. 3.314,775

S47.rs2.559

30



COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

NorEsTo THE FtilaNclal STATEMETTS (CoNnNUED)

JuNE30,2014

8. LONG-TERM DEBT (COi{TTNUED}

Advances frcm CRIM

These amounts represent the balance owed to CRIM at.lune 30, 2014 as described in Note 3 and is

payable in semiannual aggregated installments through July 2032 including interest at 6.1%.

The annual debt service requirements to maturity long-term debt as oflune 30, 2014 are as follows:

Governmental-TvDe Activities

Bonds and Notes Pavable

Year Ended rune 30 Princioal

5 1,833,000
2,581,000

2,119,OOO

2,DA,OOO

2,088,000
10,378,084
10,559,000
11,103,000

3.653.475

st7;!52t59

lntere*

51,173pOO
7,196,691
7,705,920
1,614344
1,523,3t9
6,174,484
4,447,925
2,333,661

311,267

s21.814.615

Aggre8ated
pavments

5 3,606,000
4,377,697
4,484,920
3,792344
3,611,319

16,692,558
15,000,925
13,436,661

3.964,742

s68p61EA

2075
2076
2011
2018

2019
2020-2024
2025-2029
2030-2034
2035,2038

9. EMPI-OYEE'S RETIREMENT PLAN

The Employee's Retirement System of the Government of the Commonwealth Puerto Rico (ERS) is

the administrator of a cost_sharing multiple_employer pension plan administered by the Puerto Rico

Government Employee and Judiciary Retirement System Administration. The ERS was created by the

Act 447, approved on May 15, 1951, and becarne effective on lanuary 1, 1952. ERs covers all regular

employees of the Commonwealth of Puerto Rico and its instrumentality and of municipalities and

components units not covered by their own retirement systems

Participation is mandatory except for members of the Legislature, Government Secretaries, Head of

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

Gubernatorial Board and Committee appointees and Experimental Se ice Station employees ERS

provides retirement, death and disability benefits. Disability retirement benefits are available to

membels for occupational and non_occupational disabilities. Retirement benefits depend upon age at

retirement and number of years of credited service. Benefits vest after ten years of plan

participation.
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MUNICIPALITY OF GURABO

NOTES TO THE FTNANCIAI. STATEMEMTs (CONlINUED}

JuNE30,2014

9. EMPTOYEE'S RETIREMENT PtAN (CONTINUED)

As of June 30, 2013, the ERS has an unfunded actuarial accrued liabilitv (lrAAL) of approximately

$22,981 million, representing a 3.1o/o fundinl ratio. ln the opinion of management and based on

information prepared by consulting actuaies, it is estimated that starting in fiscal year 2015, the

ERS'S assets will be less than its obligations (including bonds pavable but excluding its IJAAL)

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

are presently estimated to continue to reduce the net position unless other measures are taken.

Future employer contributions have been pledged for the payment of debt service, consequently

further depletion of ERS'S assets could result in the inabilityto pay beneflts

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

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

amount and timing of collections from the Commonwealth for the member, employer contributions

and the employer additional contribution (Act No.32), which as discussed below, was estirnated in

S12O.O million annually, as well as the estimated participant benefits and the ERS'5 administrative

expenses to be paid each year.

To improve the liquidity and solvency ofthe ERS, the Commonwealth enacted Ad No. 32 ofJune 25,

2013, which provides for incremental annual contributions from the commonwealth General Fund

beginnin8 in fiscal year 2014 and up to the fiscal year 2033. This additional contribution will be

determined annually based on actuarial studies to be performed by the ERS'S actuaries. And

appropriation for such additional contribution of approximately 5120 million was included in the

Commonwealth's budget for the fiscal year 2014 However, as a result of budgetary constraints at

the present time management believes that approximately S90 million of this amount will not be

collected as expected during fiscal year 2014. Further, this additional contribution was reduced to

S28.2 million forthe commonwealth's proposed budget for the fiscalyear 2015.

lf the Commonwealth's financial condition does not improve as a result of fiscal and budgetary

measures it is taking, its ability to repaY its obligations, including its regular employer contributions

to the ERS and its additional contribution as provided by Act No. 32, for the upcoming years, may

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

of the ERS's bond payable.

To address these issues, the ERS and the Commonwealth, with the assistance of the ERS external

consulting actuades, concluded that, in addition to other measures, annual increases in the

employers'contribution rate would be required to fully fund pensions, without having to liquidate

the ERS investment portfolio. Accordingly, on luly 6, 2011, the Commonwealth enacted Act No. 116,

increasing the employers' contributions rate from 9.275% to 10.275% ot employee compensation

for fiscal year 2O7i-2OLZ, a additional 1% annually for each of the next four years, and 1.25%

annualty for each of the five years thereafter, reaching an aggregate contribution ftte ol 20.525yo

effectiveluly 1,2020.
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MUNICIPALITY OF GURASO

NorEs To THE FrNAt!ctat STAfEMEMTS (coNTtNUED)

JUNE 30, 2014

9. EMPI,OYEE'S RETIREMENT PtAN (CONTINUED)

Furthermore, on April 4, 2013, the Governor of Puerto Rico signed into law Act No. 3 of 2013, which

represents a comprehensive reform of the ERS. Act No. 3 became effective on July 1 2013 and

amended the provisions of the different benefit structures under the ERS, including, but not limited
to, the following:

1. For active participants of the contributory defined benefit programs under Act No. 447 of
1951 and Ad No. 1of 1990, all retirement benefits accrued through lune 30,2013 were
frozen, and thereafter, all future benefits will accrue under the defined contribution
formula used for System 2000 participants, and will be paid at retirement through a

lifetime annuity.

2. lncreased the minimum pension for current retirees from 5400 to 5500 per month.

3. The retirement age for Act No. 447 participants will be gradually increased from age 58 to
age 61.

4. The retirementage for active System 2000 participants willbe gradually increased from age

60 to age 65.

5. Transitioning active participants under Act No. 1 and Act No. 447 to a defined contribution
plan similarto System 2000-

6. Eliminated the "merit annuity'' available to participants who joined the ERS prior to April 1,

1990.

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

municipal police officers, firefighters, and custody officers, which will be aBe 58.

8. The employee contribution rate was increased frcfi 8.275yoto 7ff/o.

9. For System 2OOO participants, the retirement benefits will no longer be paid as a lump sum

distribution, instead, they will be paid through a lifetime annuity.

10. Eliminated or reduced various retirement benefits previously granted by special laws,

including christmas and summer bonuses. The christmas bonus payable to current

retirees was reduced from 5600 to 5200 and was eliminated for future retirees. The

summer bonus was eliminated. Resulting employer contdbution savings will be

contributed to the ERs.

11. Disability benefits were eliminated and substituted for a mandatory disability insurance

policy.

12- Survivor benefits were modified.
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EMPI.OYEE'S RETIREMENT PtAN (CONTINUED)

The employees and employer contribution to the above mentioned plans duing the year ended

June 30, 2013 amounted to 5353,715 and 5414430, respectively. This amounts represented the

required contribution for the cofiesponding year.

The P.R. Retirement Plan Administration issue a public available financial report that includes

financial statements and required supplementary information for ERS, as a component unit of the

Commonwealth of Puerto Rico. That report may be obtained by writing to the Administration at PO

Box 42003, Minillas Station, San Juan, P.R. 00940.

COMTINGENCIES

As ofJune 30, 2014, the Municipality was defendant and/or codefendant in several litigations arising

out of the normal Municipality's operations. Most of the cases are covered by insurance

Management, after consultation with legal counsel, is of the opinion that the ultimate liability, in

excess of insurance coverage, ifanY, resulting from such pending litigations would not be material in

relation to the financial position of the Municipality.

Amounts received or receivable from Srantor agencies are subject to audit and adjustment by

grantor agencies. Any disallowed claims, including amounts already collected, may constitute a

liability ofthe applicable funds. The amount, ifany, ofthe expenditures which maybe disallowed by

the grantor cannot be determined at this time, although the Municipality expects such amounts, if
any, to be immaterial.

11. Rertate ents

Thefundbatanceandnetpositionaspresentedonprioryearhasbeenrestatedforcorrectionof
errors as follows:

10.

Amount as Priority report

Understatement of Property tax

Overstatement (of due to/from other
funds

statement of
net oosition

S 5,419,826

4,969,212

$10,389p38

General Fund

'ls,7n,a27)

lr.77z,oze)

st7 549.850)

Other
GovernmentalFund

5 (304,09s)

1.772.O29

st.467.934



REQUIRED SUPPTEMENTARY INFORMATION
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COMMONWEALTH OF PUERTO RICO

MUNICIPAT.ITY OF GURABO

SCIiEDUIE Ot BUDGETaRY coMPARlsoN

FoRTHE YEAR ENDED JUNE 30,2014

Revenues:
Taxes:

Property taxes

Municipaltax
Construction exaise taxes

Grants and entitlements
Rentalincome
lnterest
Other

Totalrevenues

Erpenditures:
General administration
Public safety
Education, culture and recreational
Public works and sanitation
Health and welfare
Tourism

Totalexpenditures

Excess of revenue over expenditure

22,752,a3r 22,7s2.431

ss
18.642,816 4.110,015

5 436324 5 --4%i24

ORIGINAL

BUDGET

GENERAL FUND

FINAL

BUDGET

ACTUAL AT
BUDGETARY

BASIS

VARIANCE

W|TH FINAI,

BUDGET

FAVORABLE
(UNFAVORABLE}

s(s,473,095)
(s18,347)

(6s,739)
(17,sss)

(404,888)

2.805,933

(3,673.691)

2,103,414
812,581
153,6S3

124,172

163,853
15r,402

s s,735,036
8,641,073
2,500,000
4,641,722

40,000
501,000

553.000

22.752,43t

16,094,159

1,444,644
587,281

3,t44,158
644,O77

s s,736,036

a,641,O73
2,500,000
4,64L,722

40,000
501,000
553.000

22.752,831

77,305,105
1,805,911

547,247
2,ot7,945

644,O17

397,972

5 s,736,036
3,167,974
1,981,653
4,615,983

22,445
196,112

3,358.933

19,079.140

14,601,891
993,330
433,624

1,447,233
4ao,224
246.510
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

NoIESTo ScHEoULE OF BUDGETARY CoMPARISoN

luNE 30, 2014

1. BUDGETS AND BUOGETARY ACCOUNTING

The Municipality follows these prccedures in establishing the budgetary data reflected in the
financialstatements:

Formal budgetary integration is employed as a management control deviae during the year for
the General Fund. Formal budgetary integration is not employed for special revenue funds

because effedive budgetary control is alternatively achieved through legal and contradual grant

requirements provisions-

On or before May 15, the Mayor submits to the Municipal Legislative Body a proposed operating

budget for the fiscal year commencing the following July 1. The operating budget includes

proposed expenditures and the means for financing them.

Priortolune 13, the budget is legally enacted through passage ofan ordinance.

The Municipal Legislative Body approves, by ordinance budget appropriations by functional

basis. The Mayor is authorized to transfer budgeted amounts between departments within any

fund; however, any revisions that alter the total app.opriations of any fund must be approved

by the Municipal Legislative Body.

5) Unused appropriations for the annualbudgeted funds lapse atthe end ofthe year.

The budget is prepared on the budgetary basis of accountinS. The actual results of operations,

presented in the Statement of Revenues and Expenditures Budget and Actual General Fund, is

in conformity with the budgetary accounting of the Municipality for a better comparison with
the budget inforlnation.

The presentation of the budgetary data excludes other appropriations such as capital projects,

debt service and special revenue funds because proiects are funded on a multi_year nature,

generally requiring several years to complete or effective budgetary control is alternatively

achieved through general obligation bond indentures and legal and contractual grant agreement

provisions.

1)

2)

3)

4)
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COMMONWEALTH OF PUERTO RICO

MUNICIPAI.ITY OF GURASO

NoTEs To ScHEourE Or BuDGEraRy CoMpARrsoN (CoNTTNUED)

JUNE 30, 2014

- 2. RECONCII.IATION OF GAAP TO SUDGETARY BASIS

Adjustments necessary to reconcile the revenues and expenditures ofthe generalfund at the end of
the year, from the generally accepted accounting principles to budgetary basis, are as follows:

Revenue and expenses forgenerally accepted

accounting principles (GAAP) basis

Transfer in included as revenues in budgetary
basis

Revenues ExDenses

s1s,860,300 s21,218,038

4830,819

Payrnent ofprincipalamount not budgetary (1,500,000)

Other adiustment to adjust revenues and

expenses from budgetary basicto modified
accrual basis {1,611,979) 11.075 222)

Revenue and expenses per budgetary basis S19-079J40 518.542.816
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COMMONWEALTH OF PUERTO RICO

MUNICIPATITY OF GURABO

ScHEoULE Of ExPENDTTURES OF FEDERAIAWARDS

YEAR ENDEDJUNE 30,2014

CFDA

NUMBER EXPENDITURES

US oepartment of Housine and Urban
0evelopment

Direct programs:

Section 8' Housing Choice Vouchers 74.An S 991,393

Passed through programs:

Municipal Service Administration:
Community Development Block Grant 14.72A L176'459

PR Department of Family:

Emergency Shelter Grant Program 14-23L 60,738

Total Department of Housing and urban Development 2.828.590

US Department of Tranrportation
Passed through program:

PR Traffic Safety commissions:
FederalTransit- Formula Grants (urbanized Area Formula Program) 2o.5o7 199,849

l,rs Departmeht ol Aariculture
Passed through pro8ram:

PR Department of Education:

Child and Adult Food Prograrn 10.558 21,9a2

US Department ofHealth and Human Services

Passed through programs:

Oficina de la Procuradora de las Personas de Edad Avanzada:

Specia I Program s for the Aging - Title lll, Part C - Nutrition Services 93 045 147 
'727

PR Department of Family:

Child Care and Development Block Grant 93.575 4A7 132

Total Department of Health and Human Services ---634849

US Home Land Securitv
Passed through program:

Commonwealth of Puerto Rico Governor's Authorized Representative:

Disaster Grants - Public Assistance 97.036 LZ7 Z4O

$aul520
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

NoTEs To ScHEoULE OF EXPENDIIURES Of FEDERALAWARDS

luNE 30,2014

- 1. 8A5IS OF PRESENTATION:

The accompanying Schedule of Expenditures of Federal Awards includes the federalgrant activity of

- Municipality of Gurabo and is presented on the modify basis of accounting. The information in this

Schedule is presented in accordance with the requirements of OMB Circular A-133, Audit of States,

_ 
,oa"l Governments and Non profit organizations.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTIIG A]{O ON

COMPI.IANCE ATTD OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEME TS PERFORMED IN

ACCORDAI{CE WTH 6OVERNMENr AUDTflNEi SrANDARDS

To Honorable Mayor and
Muni.ipality Letislative Body

Muni.ipality of curabo
Gurabo, Puerto Rico

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Stondotds
issued by the Comptroller General of the United States, the financial statements of the governmental

activities, each major fund, and the aggregate remaining fund information of Muniaipality of Gurabo,
Puefto Rico, as of and for the year ended lune 30, 2014 and the related notes to the financial
statements, which collectively comprise Municipality of Gurabo, Puerto Riaofs basic financial
statements, and have issued our reportthereon dated March 12,2015.

lnternal Control over Financial Reportin8

ln planning and performing our audit of the financial statements, we considered Municipality of
Gurabo, Puerto Rico's internal control over financial reporting {internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
Iinancial statements, but not for the purpose of expressing an opinion on the effectiveness of
Municipality of Gurabo, Puerto Rico's internal control. Accordingly, we do not express an opinion on
the effective ness of Municipality of Gurabo, Pu€rto Rico's internalcontrol.

A deficiency in internol 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 and correct, misstatements on a timely basis. A moteriol weokness is a deficiency, or a

combination ofdeficiencies, in internalcontrol, such that there is a reasonable possibility that a material
misstatement of the entivs financial statements will not be prevented, or detecled and corrected on a

timely basis. A Jigr,rcont deliciency is a deficiency, or a combination of deficiencies, in internal control
that is less severc than a material weakness, yet important enough to merit attention by those charged

with governance.

Our consideration of internalcontrolwas for the limited purpose described in the first paragraph ofthis
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Am.rian lnstitut. 6f Cenitied publi. A..ounbnt.
Pueno Rico Sciety of cenified Public Ac@untants

r\ PA GovernmenrarvU r Audit Ouality Center



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Municipality of Gurabo' Puerto Ricds

financial statements are free from material misstatement, we performed tests of its compliance with

certain provisions of laws, regulations, contracts, and Srant agreements, noncompliance with which

could have a direct and material effect on the determination of financial statement amounts However'

piovidinc an opinion on compliance with those provisions was not an obiective of our audit' and

accordingly, *" do not 
"rpr"a, 

such an opinion. The results of our tests disclosed no instances of

noncomp-li;nce or other matters that are required to be reported undet Governfient Auditinq

stondotds.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and

comiliance and the results of that testing, and not to provide an opinion on the effectiveness of the

entiiy's internal control or on compliance. This report is an integral part of an audit performed in

acco;dance with Government Auditing Stondotds in considering the entity's internal control and

compliance. Accordingly, this communication is not suitable for any other purpose'

March 12,2015
Aguas Buenas, Puerto Rico

The stamp No. E107104 ofthe Puefto Rico

Society ofCertified Public Accountants was

affixed to the oriSinal of this report

License No. 275

Expire December 1, 2015

Carlos
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CARLOS R. DIAZ, CP,4b PSC
EUL dE'eadll@.Fjfr

INDEPENDENT AUDITOR'S REPORT ON COMPUANCE FOR EACH MAIOR PROGRAM

AND ON INTERNALCONTROT OVER COMPUATTCE REQUIRED BY OMA ORCULAR A.133

To HonoEble Mayor and
Municipality Legislative Body

Municipality of Gurabo
Gurabo, Puerto Rico

Report on Compliance for Eaah Maior Federal Ptogram

We have audited Municipatity oI Gurabo, Pueato Riao's compliance with the types of compliance
requirements described inlhe OMB circulot A-733 complionce Supplement that could have a dired and

material effect on each of Muniaipality of Gurebo, Puerto Rico's major federal programs for the year

ended June 30, 2014. Muniaipality of Gurebo, Puefto Rico's major federal pro8rams are identified in the

summary of audito/s results section ofthe accompanying schedule of findin8s and questioned costs.

M o no g eme n( s Respo ns i bi I i ty

Management is responsible for compliance with the requirements of laws, regulations, cont6cts, and

grants applicable to its federal programs.

Aud itor's Res po nsi b i I ity

our responsibility is to express an opinion on compliance for each of Municipality ot Gurabo, Pueato

Rico's major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted ouraudit of compliance in accordance with auditing standards generally accepted

in the United States of America; the standards applicable to financial audits contained in Govehment
Auditing Stondords, issued by the Comptroller General of the United States; and OMB Circular A-133,

Audits ol Stotes, Locol Govefifients, ond Non-Prcft oryonizotions.rhosP- standards and oMB Circular A-

133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct

and material effect on a major federal program occuffed. An audit lncludes examining, on a test basis,

evidence about Municipality oI Gurabo, Puerto Riao-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 on compliance for each major
federal program. However, our audit does not provide a legal determination of MuniciPality of Gurabo,

Puerto Rico's compliance-

Audii Ouality Ceitei

MIMBER:
Aneria. l.stitut€ of Cenified Public A@ntarts
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Opinion on Eo.h Moior Federul Progrum

ln our opinion, Muniaipality of Gurabo, Puerto Rico complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its

major federal programs forthe year ended June 30, 2014.

Report on lnternal Control over Compliance

Management of Municipal;ty o, GuEbo, Puerto Rico is responsible for establishing and maintaining

effective internal control over compliance with the types of compliance requirements referred to above-

ln planning and performing our audit of compliance, we considered Muniaipality of Gurabo, Puerto

Rico's internal control over compliance with the types of requirements that could have a direct and

material effect on each major federal program to determine the auditing procedures that are

appropriate in the circumstances for the purpose ofexpressing an opinion on compliance for each maior

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

Circular A-133, but not for the purpose of expressing an opinion on the effediveness of internal control

over compliance. Accordingly, we do not express an opinion on the effectiveness of Municipality of
Gulabo, Puerto Rico's internal control overcompliance.

A deficiency in intemol control ovet complionce exists when the design or operation of a control over

compliance does not allow management or employees, in the normal course of performing their
assigned functions, to preven! or detect and correc{, noncompliance with a type of compliance

requirement of a federal program on a timely basis. A moteriol weokness in intenol control ovet

complionce is a deficiencl/, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of
a federal program will not be prevented, or detected and correded, on a timely basis. A signilicont

deliciency in internol control over complionce is a deficiency, or a combination of deficiencies, in internal

control over compliance with a type of compliance requirement of a federal program that is less severe

than a material weakness in internal control over compliance, yet important enough to merit attention

by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identifY all deflciencies in internal aontrol over

compliance that might be material weaknesses or significant deficiencies. We did not identify any

deficiencies in internal control over compliance that we consider to be material weaknesses. However,

materialweaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

<4/
Carlos R. Diaz, CPA, PSC

License No. 275

Expire December 1, 2015
March 12, 2015
Aguas Buenas, Puerto Rico

The stamp No. E107105 ofthe Puerto Rico

society of Certified Public Accou ntants was

affixed to the originalofthis report.
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MUNICIPAI.ITY OF GURABO
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

SCHEDULE OF FINDINGS AND qUESTIONED CO$S

FoR THE YEAR ENDEOJUNE 30,2014

SECTION I - SUMMARY OF AUDITOR'S RESULTS

Financial statements

Tvpe ofaudito/s reportissued Unqualified

lnternal control over financial reporting:

. Materialweakness (es)identified? 
-yes 

-Lno
. Significant deficiency (ies) identified

t;at ere not considered to be materialweaknesses? 
-yes 

-Lno

Noncompliance material to financial statement noted? 
-yes 

-Lno

FederalAwards

_ 
lnternal control over major programs:

. Material weakness(es) identified?

. Signiticant deficiency (ies) identified that are

- not considered to be material weakness(es)

Type oI audito/s report issued on compliance for

- major programs

Any auditfindings disclosed that are required to be

- reported in accordance with section 510(a) of
circular A-133

_ ldentification of maior programs:

cFA Number(sl

!4.224

93.57s

L4.a7l

Dollarthreshold used to distinguish between type A

and type B Programs:

Audit qualified as low-risk audited?

Name of Federal ProEEm Cluster

community Development Block Grant/

State's Program

Child care Development Block Grant

Section 8- Housing Choice Vouchers

Unqualified

-Lno

Xno

s300,000

Xno
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COMMONWEALTH OF PUERTO RICO

MUNICIPALIW OF GURASO

- ScHEouLE Ot FINoINGSANDQUE5ToNED Cosrs (CoNTINUEo)

FoRTHE YEAf, ENDED IUNE 30,2OI4

SECTION II. FINANCIAI. STATEMENTS FINDINGS

NONE
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COMMONWEALTH OF PUERTO RICO

MUNICIPALITY OF GURABO

ScHEDULE OT FINDINGSAND QUESIIOiIED COSTS {CONTINUED)

FoRTHE YEAR ENOEO IUNE 30,2014

SECTION III. - FEDERAI.AWAROS FINDINGS AND qUESTIONED COSTS

NONE
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