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INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

~!embers: 

American lns1i1u1e of Certified 
Public Accountants (AICPA) . 
Pucno Rico Board of Certified 
Public Accountant> 

We have audited the accompanying financial statements of the governmental activities, 
each major fund and the aggregate remaining fund information of the Municipality of 
Moca, as of and for the year ended June 30, 2009, 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 financial statements based on our audit. We did not audit the 
financial statements of Moca Housing Project, as of June 30, 2009. Those financia l 

- statements were audited by other auditors whose report thereon has been furnished to us, 
and our opinion, insofar as it relates to the amounts included for Moca Housing Project, is 
based on the report of the other auditors. -

-
-

-
-
-

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

Based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 
governmental activities, discretely presented component unit, each major fund and the 
aggregate remaining fund information of the Municipality of Moca as of June 30, 2009, 
and the respective changes in financial position, thereof and the respective budgetary 
comparison for the general and debt service funds for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of America. 

Suite 15'.!, PO Rox 70'.!50. San Juan. P.R. 00936-7250 • Phone (787) 756·8524. Fax 087) 274-0562 
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In accordance with Government Auditing Standards, we have also issued a report dated 
November 24, 2009 on our consideration of the Municipality's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts, 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 testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 

The Management's Discussion and Analysis on pages 3 through 8 is not a required part of 
the basic financial statements, but is supplementary information required by the accounting 
principles generally accepted in the United States of America. We have applied certain 
limited procedures, which consisted principally of inquires of management regarding the 
methods of measurement and presentation of the required supplementary information. 
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 financial statements 
that collectively comprise the Municipality'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 Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations, and is also not a required part of the 

- basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the financial statements and, in our opinion, is fairly 
stated, in all material respects, in relation to the financial statements taken as a whole. -

-
-
-

-
-
-

San Juan, Puerto Rico 
November 24, 2009 

- 2-

ORTIZ. RIVERA. RIVER A & CO. 
CERTIFIED Pl RUC .\CCOl. ~T.~~TS • \'ALCE ADDED SER\' ICES 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 • Phone (787l 756-852~. Fax (7ll7127.+-0562 



-
-
-

-
-
-
-

P,statfo £i6re )lsocUufo (J)e <Puerto <Rjco 
MUNICIPIO DE MOCA 

:M.oca, <Puerto <Rjco 

MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

'Management of tlie 'Municipality of 'Moca (tlie "'M.unicipafity") prO'lli.aes tliis 'Management's 
<Discussion and)lna{ysis of tlie 'MunicipaCity's 6asic financial statements as an overoiew ancf ana[ysis 
of tlie financial activities of tlie 'Municipafity for tlie focal year entfea June 30, 2009. We encourage 
reaaers to consUfer tlie infonnation presentea liere in conjunction witli. tlie atftfitiona{ infonnation tli.at 
we Ii.ave famisliea in tlie accompanying 6asic financial statements. 

USING THIS ANNUAL REPORT 

'Tfzis annua{ report consists of a series of new financial statements witli a cli.ange in tlie focus from 
pmJious financia{ statements. 'TFze new focus is on 6otli. tlie ?rf.unicipafity as a wliofe (govemment
wi.tfe) ancf tfie major incfi·vUfua{ Jurufs. <Botti perspectives (govemment-wiae ancf major fund) affow tlie 
user to aadress relevant questions, 6roaden a 6asis for comparison (year to year or gavemment to 
government) antf enfuznce tlie ?rf.unicipali.ty 's accounta6ifity. 

FINANCIAL HIGHLIGHTS 

• 'ITte 'Municipality net assets increased 6y $ 69,062. 

• In tfie juntf financial statements, genera{ juntf 6afances aecreased 6y $1,880,454. 

• Capita[ ex:pentfitures amounted to$ 1,968,312. 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

'TFze govemment-wUfe financial statements are desi{jnea to provitfe reaaers witli a 6road overoiew of 
tlie 'Municipafity 's operations ancl finance as a wliofe in a manner simifar to private-sector 6usiness. 
'Tfzese statements pravid"e sfiort-term ancl Co11{j-term infonnation a6out tlie ?rf.unicipaCity's financia[ 
position, wli.icli. assist tlie 'Municipality's management to aetermine tlie economic contfition at tlie encf 
of tlie foca{ year. 'ITtese financial statements are preparea using tlie flow of economic resources 
measurement focus antf tfr.e accrual 6asis of accounting. 'Tfzis 6asica[[y means tnat tliese financial 
statements foffow metfiocfs tli.at are simifar to tfiose usea 6y most 6usinesses. 'ITtey taR.! into account 
a[[ revenues ancl expenses connected witn tlie jisca{ year entfed June 30, 2009 even if casn involved 
Ii.ave not 6een recei'vea or paid: ?fie gavemment-wide financial statements incluae: (1) tlie statements 
of net assets antf (2) tlie statement of activities. 

-3 -
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Statement of Net )fssets 

<ffie statement of net assets presents all of tfi.e 'Municipality's assets anti fta6ihties, witfi tfi.e tfijference 
6etween tfi.ese two items reported" as "net assets" (equity) Over time, increases or tfecreases in tfie net 
assets may serve as a useju{ irufuator of wfi.etfier tfi.e financia{ position of tfi.e 'M.unicipafity is eitfi.er 
imprD'Ving or tfeteriorating. 

Statement of )fctifJiti.es 

<Jfze statement of activities presents infonnation sfiowino fz.ow tfi.e 'Municipafity 's net assets cfzangetf 
tfuring tfi.e foca{ year entfetf June 30, 2009. )f_[[ cfzanges in net assets are reported" as soon as tfi.e 
untfer{ying eCJent giving rise to tfi.e cfzange occurs, reganfless of tfze timing of refatetf casfz fews. rrnus, 
reCJenues anti ~enses are reported" in tfzis statement for some items tfzat will n.ot resu{t in casfi fews 
unti{ future foca{ periodS (sucfi. as uncoffectetf fw(es antf eametf 6ut unusetf vacation leave) rrfiis 
statement afso presents a comparison 6etween direct ezyenses anti pro9ram reCJenues for eacfi function 
of tfi.e 'M.unicipafity. 

<Botfi. of tfi.e a6ovementionetf financia{ statements present a[[ tfie governmenta{ activities of tfie 
'M.unicipafity, wfiicfz consist most{y 6y ta.zys anti intergovernmenta{ reCJenues (sucfi as jetfera{ grants). 
'Most services provitfetf 6y tfi.e 'MunicipaCity ja[[ into tfiis cate9ory, inc{udi.ng cufture anti etfucation, 
9enera{ 9overnment, fi.ea{tfi anti sanitation, pu6fu safety, pu6fic fiousing antf welfare, etc. 

Punt! <Financial Statements 

'T/i,e Punt! PinancUi{ Statements provitfe tfetailetf infonnation a6out tfi.e 'Municipafity 's most 
si{jnificant fundS, not tfie 'Municipali.ty as a wfiofe. <ffie 'Municipafity fias on{y one fjntf of font! 
wfzicfi is tfi.e gO'Clernmenta[ furul 

governmenta[ fundS are usetf to account for essentUifly tfie same functions reported" as governmenta{ 
activities in tfie government 'flt)U{e <FinancUi{ Statements. JfoweCJer, unfiey tfi.e government 'Witfe 
PinancUi{ Statements, g<Yvernment <Funtf <Financia{ Statements focus on near tenn infews antf 
outflows of spetufa6(e resources, as we[[ as on 6afances of spetufa6{e resources avaifa6{e at tfi.e entf of 
tfie foca{ year. Sucfi information is useful in eCJa{uating tfi.e 'Municipali.ty's near tenn financia[ 
requirements. 

<Because tfie focus of goCJernmenta{ fundS is narrower tfian tfiat of tfi.e government witfe financia{ 
statements, it is useju[ to compare tfi.e information presented" for 9overnmenta{ fundS witfi simifar 
information presented" for gO'Clernmenta{ activities in tfi.e 9overnment witfe financia{ statements. <By 
tfoing so, users of tfi.e 6asic financia{ statements may 6etter uruferstantf tfi.e fong-tenn impact of tfi.e 
'MunicipaCity 's near tenn financia{ tfecisions. CBotfi of tfi.e governmenta{ <Funtf <Bafance Sfi.eet·antf tfie 
governmenta{ <Funt! Statement of (j(wenues, <E.x:pentfitures anti Cfianges in <Funtf <Bafances prO'Vitfe a 
reconci{iation to faciutate tfiis comparison 6etween governmenta{ fundS antf governmenta{ activities. 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

!Net Assets 

)ls noted' earfier, net assets may serve O'lJer time as a useful intficator of tfi.e 'MunicipaEity's financia[ 
position. In the case of t fi.e 'Municipa[i.ty, assets eJ(ceetfea Cia6iEities 6y $ 16, 254,548 at June 30, 2009. 

Municipality of Moca 
Condensed Statement of Net Assets 
June 30, 2009 and 2008 

Current assets 

Capital assets 

Total assets 

Current liabilities 

Noncurrent liabilities 

Total liabilities 

Invested in capital assets, net of related debt 

Restricted 

Unrestricted 

Total net assets 

$ 

$ 

2009 2008 

7,643,513 $ 7,278,024 

22,398,030 21,711 ,334 

30,041,543 28,989,358 

3,522,814 3,743,628 

10,264,181 9,060,244 

13,786,995 12,803,872 

17,898,030 17,916,334 

3,233,023 576,908 

( 4,876,505) {2,307,756) 

16,254,548 s 16, 185,486 

}Is previous[y tf'iscussetf, 6y far tlie fargest portion of tfi.e 'MunicipaEity 's net assets reflect its 
investment in capita[ assets (e.g., [and', 6uiUfings, macliinery, equipment and' afl otlier property), fess 
any refatea ae6t usea to acquire those assets tliat is stifl outstantfing. rrfze 'Municipafity uses tfi.ese 
capita[ assets to provitfe services to citizens; consequent{y, these assets are not avaifa6[e for future 
spentfing. 'Tfie fofluwing is a contfensetf presentation of tfi.e 5W.unicipafity's financia[ position antf 
resu[ts of operations, as reportetf in tfi.e government-wid'e financia[ statements: 

Clianges in !Net )tssets 

rrfze 5W.unicipafity's net assets increasetf 6y $69,062. )lppro:{j.mate[y 52 percent of tfi.e 94.unicipafity's 
tota[ rec;enue came from grants antf contri.6utions, induding fetfera[ aUf, wfi.ife 19 percent resu[tetf 
from ta.{_es. 'l"fie 5'1.unicipauty's e:qJenses cover a range of services. rrfze fargest ex:penses were for 
genera[ government ancf pu611c worRJ. 

-5 -



.... Municipality of Moca 

Condensed Statement of Activities 

- June 30, 2009 and 2008 

2009 2008 
Program revenues - Charges for services $ 3,718,796 $ 4,047,423 

Licenses and Permits 

- Operating grants and contributions 1,475,461 1,362,933 

Capital grants and contributions 

General revenues - Property taxes 2,682,964 3,493,075 

Municipal license tax 842,879 1,022,739 

Grants and contributions not restricted to 
specific programs 9,542,309 7,054,361 

Interest, fines and penalties 86,603 239,335 

Miscellaneous 163,697 973,902 

- Total revenues 18,512,709 18,193,768 

Expenses - General government 7,519,795 8,092,642 

Public safety 1,081,455 983,296 

- Public works 7,987,430 5,706,083 

Culture 216,840 341,582 . 

Recreation 917,720 1,270,81 1 - Health and welfare 526,731 739,200 

Interest on long-term debt 193,676 563,453 

Total expenses 18,443,647 17,697,067 

Change in net assets 69,062 496,701 

- Net assets, beginning of year 16,185,486 15,688,785 

Net assets, end of year s 16,254,548 $ 16, 185,486 -
-

-6 -
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

)ls notea earfier, the 'M.unicipauty uses funa accounti11{J to ensure ana demonstrate compliance witfz 
finance-refa.tea fega{ requirements . 

<}OfJemmentaf Punlfs 

71ie focus of the 'M.unicipafity's govemmenta{ funds is to provid'e infonnation on near-tenn inflows, 
outflows, ana 6afa.nces of spetufa6{e resources. Sucfi. infonnation is useful in assessine tfze 
'M.unicipafity's financing requirements. In particufa.r, unreserr;ea funa 6afa.nce may serve as a useju{ 
measure of a government's net resources avaifa.6{e for spetufi11fJ at tfze ena of tfie fisca{ year. 

}Is of tfze ena of tfze current fisca{ year, tfze 'M.unicipafity's govemmenta{ funds reportea com6inea 
erufirznfuna 6afa.nces of$ 5, 084,524, an increase of$ 552, 116 in comparison witfi tfze prior year. <Jliere 
are reserr;ations of funa 6afa.nce. %is is the Juna 6afa.nce tfia.t is not avaifa.6{e for new spetufirze 
6ecause it has a{reatfy 6een committea to pay ae6t service ($ 669, 93 7) 

71ie genera{ funa is inc{uaea witfiin the govenunentaf funds; it is the operatirzn funa of the 
'M.unicipafity. )ls of June 30, 2009, the genera{ funa has a superavit of $128,256. 71ie superavit 
aecreasea6y $1,880,454 aun'ngfiscalyearetufeaJune 30, 2009. 

'Notes to tlie 'Financial Statements 

<[fie 6asic financia{ statements aCso inc{uae notes to e:qJfa.in infonnation in the financia{ statements 
ana provid'e more aetaifea aata. 

~quirea Suppfementary Information 

<[fie statements are fofiowea 6y the requirea suppfementary infonnation tfiat contains tfi.e 6ud'getary 
comparison scfieaufe for tfi.e qenera{ ana <De6t Serr.Ji.Ce f£untfs . 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita{ )lssets 

<[fie 'M.unicipality's investment in capita{ assets as of June 30, 2009, amounts to $36.2 million, net of 
accumufa.tea aepreciation of $16.4 mi{fwn, feavirzn a net 600{ va{ue of $19.8 milrwn. %is investment 
in capita{ assets inc{uaes (ancf, 6uiftfi1l{js, improvements, equipment constrnction in progress. 

<[fie tota{ net increase in tfi.e :M.unicipality's investment in capita{ assets for the current foca{ year was 
a6out 12% in terms of net 600{ va{ue. )lctua{ e:qJetufitures to purchase or construct capita{ assets were 
51.9 miUion for the year. ©epreciation cfia.rges for tfi.e year totafea $1.2 miUion. 

'!Jze 'M.unicipality finances a sifjnificant portion of its construction activities tfirougfz 6ona issuances. 
<[fie proceedS from 6ona issuances aesifjnatea for construction activities are committea in its entirety 
for sucfi purposes ana cannot 6e usea for any otlier purposes. )ls of June 30, 2009 tfie 'M.unicipa{ity 
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fias $964,288 of une.x:perufea proceetfs from 6oruf issuances tfzat are committea to future construction 
activities. 

Lono-rrenn <De6t 

~t year-eruf, tli.e :.M.unicipati.ty fzaa $ 10,811,461 in genera{ aruf specia{ 6ontfs aruf notes antf otli.er fono 
term tfe6ts. Sucfz amount represents an increase of 13 percent witfz respect to prior year. '1Ji.e 
foffowino is a summary of tli.e :.M.unipatity's outstaruiit1/] tfe6t as of June 30, 2009antf2008: 

Municipality of Moca 
Outstanding Long-term Debt 
June 30, 2009 and 2008 

2009 2008 

General and special obligations $ 6,311,880 $ 4,980,442 

Other long term debts: 

Landfill obligation 2,475,000 2,475,000 

CRIM-LIMS 88,159 119,960 

Compensated absences 1,936,422 1,950,204 

Total $ 10,811 ,461 $ 9,525,606 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

'Tlie :.M.unicipafity's sefectea aruf appointea ofjiciafs consitferea many factors wfien settit1/] tli.e fisca{ 
year 2009-2010 6utfget. One of tli.ese factors is tfie economy. ~mong economic areas consitferea are the 
popufation growtfi estimates, persona{ income, housit1/] statistics aruf unempfoyment rates. 

'1Jie :.M.unicipafity appfrea a conservative approacfi in tli.e devefopment of 6utfget estimates for the 
2009-2010 fisca{ year. '1Ji.e :.M.unidpatity estimates tfzat tfze amounts avaifa6fe for appropriations in 
tli.e <;;enera{ <Furuf for tli.e fiscaC year 2010 wiff 6e $12.3, a tfecrease of appro.{jmate[y 3% witfi respect 
to prior year finaC 6utfget. 

FINANCIAL CONTACT 

'Ifie :.Municipality's financia{ statements are aesignea to present users (citizens, ta:<payers, customers, 
investors aruf creditors) witfi a genera{ overview of the :.Municipality's finances aruf to aemonstrate the 
:.Municipality's accounta6ifity. If you fzave questions a6out the report or neea aaditiona(_financia[ 
infonnatwn, contact tne :.M.unicipafity 's Cnief <Financia{ Officer on tli.e secoruf floor of the 'Town Jfa[[, 
:.M.oca, <Puerto <J{.ico 00676. 

-8 -



COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF NET ASSETS 
JUNE 30, 2009 

-
Governmental Moca Housing 

- Assets Activities Project 

Cash (Notes 2 and 5) $ 4,341,119 $ 44, 123 
Cash with fiscal agent (Notes 2 and 5) 2,567,644 - Accounts receivable: 

Landfill 255,708 
Other 74,400 - Due from other agencies (Note 9) 361,150 

Other assets 15,677 
Restricted funds 43,492 233, 189 

- Capital assets, net (Note 11) 22,398,030 719,408 

Total assets $ 30,041 ,543 $ 1,012,397 

- Liabilities and Net Assets 

Liabilities ... Accounts payable and accrued liabilities $ 825,034 $ 172,217 
Due to other agencies (Note 12) 253,682 
General obligations: 

Bonds 455,000 
Interest 119,980 

Deferred revenues: 
Municipal license tax (Note 13) 831,564 .... Federal government (Note 13) 73,729 

Noncurrent liabilities: (Note 15) 

Due within one year 547,280 74,150 
Due in more than one year 10,264,181 771,628 

Accrued interest 416,545 
Total liabilities 13,786,995 1,017,995 

Net Assets 
Investment in capital assets, net of related debt 17,898,030 
Restricted for: 

Debt service 669,937 
Capital projects 2,563,086 

Unrestricted { 4,876,505~ {5.598~ 
Total net assets 16,254,548 (5,598) 

Total liabilities and net assets $ 30,041,543 $ 1,012,397 

The accompanying notes are an integral part of these basic financial statements. 
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t=ur1c_t ions/PJggrams 

Primary Government: 
General government 
Public safety 
Public works 
Culture 
Recreation 
Health and w elfare 
Interest on long-term debt 

Total primary government 

Component Unit: 
Moca Housing Project 

Total component unit 

( 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Progr~fl'l 13.~venues 

O per at ing 
Ch arges for Grants and 

Expenses Services Contrib utions 

$ 7,519,795 $ 2,200,218 $ -
1,081,455 
7,987,430 1,077,532 

216,840 
917,720 
526,731 397,929 
193,676 

$ 18,443,647 $ 2 ,200,218 $ 1,475,461 

582,944 467 ,389 
$ 582 ,944 $ 467,389 $ -

General revenues: 
Property taxes (Note 6) 
Municipal license tax (Note 7) 
Sales and uses tax (Note 8) 
Grants and contributions not restricted to specific programs 
Interest and investment earnings 
Miscellaneous 

Total general revenues 
Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

[ [ 

N et (Expense) Revenue and 

Chanaes in Net Assets 
Prim ary Component 

Government Unit 
Gov ernmen tal Moca Ho u sing 

A ct ivities Project 

$ (5,319,577) $ 
(1,081,455) 
(6,909,898) 

(216,840) 
(917,720) 
(128,802) 

~193.676~ 
$ (14,767,968) 

(115,555~ 

- (115,555) 

2,682,964 
842.879 

1,518,578 
9,542,309 

86,603 
163.697 

14,837,030 
69,062 (115,555) 

16,185,486 109.957 

$ 16,254,548 $ (5.!)98}_ 

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

Cash (Notes 2 and 5) 
Cash with fiscal agent (Notes 2 and 5) 
Cash restricted 
Accounts receivable: 
Landfill 

Other receivables 
Due from agencies (Note 9) 
Due from other funds (Note 10) 

Total assets 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2009 

Housing and 
Urban 

Development Debt 
General Programs Service 

$ 556,914 $ 238,749 $ 
1,244,917 

43,492 

255,708 
74,400 
90,176 270,974 

557,373 

$ 1,534,571 $ 553,215 $1 ,244,917 

Other Total 
Governmental Governmental 

Funds Funds 

s 3,545,456 $ 4,341 ,119 
1,322,727 2,567,644 

43,492 

255,708 
74,400 

361,150 
557,373 

$ 4,868, 183 $ 8,200,886 

The accompanying notes are an integral part of these basic financial statements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2009 

-
Housing and 

Urban Other Total 

- Development Debt Governmental Governmental 
Liabilities and Fund Balance General Programs Service Funds Funds 

Liabilities - Accounts payable and accrued 
liabilities s 343.285 s 185,236 s s 296,513 s 825,034 

Due to other agencies (Note 12) 231,466 22,216 253,682 
Due to other funds (Note 10) 147,578 409,795 557,373 
General obligations: 

Bonds 455,000 455,000 
Interest 119,980 119,980 - Deferred revenues (Note 13): 
Municipal license tax 831,564 831 ,564 
Federal government 73,729 73,729 

- Total liabilities 1,406,315 428,759 574,980 706,308 3,116,362 

Fund Balances 
Reserved for: - Encumbrances 819,356 819,356 

Debt service 669,937 669,937 

Capital project 2,563,086 2.563,086 
Unreserved fund balance (Deficit) (691 ,100) 124,456 1,598,789 1,032,145 

Total fund balance 128,256 124,456 669,937 4,161 ,875 5,084,524 

Total liabilities and fund balance s 1.534,571 s 553,215 s 1,244,917 s 4,868,183 $ 8,200,886 

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

- - 12-

- ORTI Z. RIV ERA. RIVERA & CO. 
CERTIFIW Pl BLIC \((Ol'\T \:'-1 'i • \'ALL'E \DDl:ll S~R\'ICES 

Suire 152. PO Bo\ 70250. San Juan. P.R 00936· ~~50 • Phone 1~87) "56·852-1. Fa.\ <7 7) 27+o562 



-

-
-

-
-

-
-

-

-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

JUNE 30, 2009 

Total fund balances - governmental funds 

Amounts reported for governmental activities in the statement 
of net assets 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 4) 

Net assets of governmental activities 

$ 5,084,524 

22,398,030 

(11,228,006) 

$16,254,548 

The accompanying notes are an integral part of these basic financial statements. 
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COMMO NWE AL TH O F PUE R TO RIC O 
MUNICIP ALITY O F M OCA 

r r r [ r 

S T ATEM E N T OF R E V E NUES, EXPEND ITURES, ANO C HANGES IN FUND BALANCES-GOVERNME NTAL (CONTINUE D ) 
FOR T H E FISCAL YEAR E N DED J UNE 3 0 , 2 009 

H o u s i ng a nd 
Urba n O the r 

( 

Total 
D evelopme nt Deb t G overnme nta l Governm e nta l 

Gener a l Progr a m s Service Funds Fund s 

REVEN UES 
Property taxes (No te 6) $ 2,218.449 $ - $ 464 ,51 5 $ - $ 2.682,964 
Municipal liconse taxes (No t e 7) 842,879 842.879 
Sales and uses tax ( N oto 8) 359,140 1, 159.438 1 ,518,578 

Licenses and permits 394.222 394.222 
C harges fo r servico and rents 1,805,996 1,805.996 
lntergovernmontal revenues (N o t e 1 4): 

Federal grants and contributions 1,341,340 134,121 1 .475.461 
S ta le contribut ions 6 .384,100 3, 1 58,209 9 ,542,309 

Inter est. fines. and penalties 82.099 4 ,504 86,603 
O ther revenu es 129.544 3.404 30,749 163.697 

T otal revenues 11.857,289 1,344,744 828,159 4,482,5 17 18,512,709 

EXPENDIT U RES 
General govornm ent 6,717,056 199.752 6 .916.808 
Public safety 867.242 134,581 1.001,823 
Public w orks 5,100.807 115,167 2.303.094 7,519,068 
C u l ture 198.604 198.604 
Recreation 840.540 840,540 
H ealth and w e lfare 2 3 3,479 271,81 4 505,293 
Capita l o u tla y s 665,067 1,303,245 1 ,968,312 
Debt service: 

Principal re tirement 505,360 505.360 
Interest and other 3 09,785 309.785 
Total expendituros 13,957,728 1,052,048 815,145 3.94 0.672 19,765.593 

E xcess (Deficiency) of revenues over expenditures ~2.100.4392 292,696 13.014 54 1,845 (1 ,252.884) 

OTH ER FINANCING SOU RCES ( U SES) 
Loan proceeds 1.805.000 1 ,805,000 
Tran sfers in 304,504 84,519 389.023 
T r a nsfers out (84,519) (4,504) (300.000) (389.023) 

Total o the r financing sources (uses ) 2 19,985 - 80 .015 1,505,000 1,805,000 

Excess (deficiency) of revenues and other financing sources 
over (un der) expe nditures and o ther u ses (1 ,880,454) }J 292,696 93,029 2 .04 6,845 552.1 1 6 

F UND BALANCE (DEFIC IT) A T B E G INNING OF Y E AR 2.008,710 p68,2 402 576,908 2,11 5,030 4,532.408 

FUND B A LANCE A T E ND O F YEAR $ 128,256 $ 124,4 5 6 $ 669.937 $ 4 ,161 .875 $ 5.084 ,524 

\)~ ~.,,,~ 
The accompanying notes are an integral ~rt f these basic financial statements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND 
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE 

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Net change in fund balances - total governmental funds 

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

• Governmental funds report capital outlays as expenditures. 
However, in the statement of activities, the cost of 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 activities, but they do not require the use of 
current financial resources. Therefore, depreciation expense 
is not reported as expenditure in governmental funds. 

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

resources. 

• Governmental funds report principal payments on long-term 
obligations as expenditures, whereas the principal payments 
reduces the long-term obligations in the statement of 

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

• Some expenditures reported in the governmental funds do not 
require the use of current financial resources; therefore, are 
not reported as expense in statement of activities: 
Accrued vacations and bonus 

Changes in net assets of governmental activities 

$ 552,11 6 

1,968,312 

(1,281,616) 

(1 ,805,000) 

505,362 

116,107 

13,781 

$ 69,062 

The accompanying notes are an integral part of these basic financial statements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF REVENUES, EXPENDITURES, AND OTHER FINANCING SOURCES - BUDGET AND ACTUAL - GENERAL AND DEBT SERVICE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

General Ft,ind .. - .1 O.bt Service F1,1_nd .. ~ .. ~- ... -~;...... 
Variance with Variance with 
Final Budget- Final Budget-

Budgeted Amounts Positive Budgeted Amounts Positive 
V> Original Final Actual (N'!gative) . Original Final Actual . (Nega.tive) c: 
i't 

- -- - -- - - -- --·-·-·-- - - --·----·- --·-·· -··---

'J• REVENUES !-' 

~ 
Property taxes $ 2,055,999 $ 2,055,999 $ 2,128,273 $ 72,274 $ 615,963 $ 615,963 $ 464,51 5 $ (151,448) 

°' 
Municipal license taxes 1,000,000 1,000,000 920,471 (79,529) 

~ Licenses and permits 372,500 372,500 394,223 21,723 
-J ~ o Sales and use taxes 600,000 600.000 300,000 (300,000) 359,140 359,140 0 

~ ~ ;;;io Charges for service and rents 1,970,000 1,970,000 1,764,467 (205,533) . = >-3 
V') ~ ........... Intergovernmental revenues: 
5 ::::: N State contributions 6,370,068 6,370,068 6,387,578 17,510 ;:-- ~ 
5 ~ ;;;io Interest, fines, and penalties 165,000 165,000 86,604 (78,396) 4,504 4,504 
. ;::; - Other revenues 195,000 195,000 684,923 489,923 
~ ;!; < 
§ 8 rn Total revenues 12,728,567 12,728,567 12,666,539 (62,028) 615,963 615,963 828,159 212, 196 

• .,., <;; ;;;io 
9' :;; > EXPENDITURES 

J ,_, 7 , General government 7,195,992 8,159,922 6,776,680 1,383,242 'J• 
~ ;;;io 0 Public safety 908,528 891,728 874,646 17,082 . -g ~ < Public works 3,245,133 3,71 7,292 3,607,850 109,442 

;; ;;, rn Culture 214,258 209,476 202,372 7,104 
=· :>- ;;;io Health and welfare 327,340 398,741 244,130 154,611 °': g > - ...., Recreation 837,316 923,822 883,610 40,212 
.~,: s; Re> 
9' r- Debt service: 
~ ~ (J Principal - 327,747 327,747 505,360 (177,613) ..... :;; 0 ~ Interest 288,216 288,216 309,785 (21,569l 
~ 

.,, -
.... Total expenditures 12,728.567 14,300,981 12,589,288 1,71 1,693 615,963 615,963 815,145 (199, 182) 

--- -
• J 

"" ::::: OTHER FINANCING SOURCES ,_, 
J 

Reprogramming funds 1,572,414 (1,572,414) .... 
6 
V• 

°' ,_, Total other financing sources - 1,572,414 - (1,572,414) 

Excess (deficiency) of 
expenditures over (under) 
revenues $ - $ - $ 77,251 $ 77,251 $ - $ - $ 13,014 $ 13,014 

The accompanying notes are an integral part of these basic financial statements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

ORGANIZATION 

The Municipality of Moca, Puerto Rico (Municipality) was founded in 1772. The 
Municipality is a political legal entity with full legislative and administrative faculties in 
every affair of the municipal character, with perpetual succession existence and legal 
identity, separate and independent from the central government of the 
Commonwealth of Puerto Rico. The Municipality provides a full range of services 
including health, public works, environmental control, education, public safety, public 
housing and community development, culture, and recreation as well as many other 
general and administrative services. 

The Municipal Government comprises the executive and legislative branches. The 
executive power is exercised by the Mayor and the legislative by the Municipal 
Assembly, which has 14 members. The members of these branches are elected 
every four years in the Puerto Rico general elections. 

2. 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 (GASS) 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: 

Management's Discussion and Analysis - Introduces the basic financial 
statements and provides an analytical overview of the Municipality's financial 
activities. 

Government - Wide Financial Statements - The 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 infr~structure . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

The net assets of the Municipality will be broken down into three categories; 
invested in capital assets, net of related debt; restricted; and unrestricted. 

Statement of Program Activities - The government - wide statement of activities 
report expenses and revenues in a format that focuses on the cost of each of the 
government's functions. The expense of individual functions 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 accountabi lity to the public. 
Under the reporting model, the Municipality will continue to provide budgetary 
comparison information 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 significant policies. 

a. Reporting Entity 

In evaluating how to define the Municipality for financial reporting purposes, 
management has considered all potential component units. The decision to 
include a potential component unit in the reporting entity was made by applying 
the provisions of Statement No. 14, "The Financial Reporting Entity," as amended 
by GASB Statement No. 39, "Determining Whether Certain Organizations are 
Component Units - an amendment of GASB Statement No. 14". The basic, but 
not the only criterion for including a potential component unit within the reporting 
entity is if elected officials of a primary government appoints a voting majority of 
the entity's governing body, and if either one of the following conditions exist: the 
primary government can impose its will on the other entity or the potential exist for 
the other entity to (1) provide specific financial benefits to or (2) impose specific 
financial burdens on the primary government. A second criterion used in 
evaluating potential component units is if the nature and significance of the 
relationship between the entity and a primary government are such that to exclude 
the entity from the financial reporting entity would render the financial statements 
misleading or incomplete. 

GASB Statement No. 39 provided additional guidance to determine whether 
certain organization for which the primary government is not financially 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

accountable should be reported as components units, A legally separate, tax
exempt organization should be discretely presented as a component unit if all of 
the following criteria are met: (a) the economic resources received or held by the 
separate organization are entirely or almost entirely for the direct benefit of the 
primary government, its component units, or its constituents; (b) the primary 
government, or its component units, is entitled to, or has the ability to otherwise 
access, a majority of the economic resources received or held by the separate 
organization, and; (c) the economic resources received or held by an individual 
organization that the specific primary government, or its component units, is 
entitled to, or has the ability to otherwise access, are significant to the primary 
government. GAAP details two methods of presentation: blending the financial 
data of the component units' balances and transactions in a manner similar to the 
presentation of the Municipality's balances and transactions or discrete 
presentation of the component units' financial data in columns separate from the 
Municipality's balances and transactions. 

The Moca Housing Project is included in the basic financial statements as a 
discretely component unit because of the nature of the services they provide and 
the Municipality's ability to impose its will. 

Moca Housing Project is an 80-unit multi-family housing project owned by the 
Municipality as authorized transfer from the Special Trustee for the Liquidation of 
the Accounts of the Puerto Rico Urban Renewal and Housing Corporation. The 
Project is operated under Section 515 of USDA, Rural Development (USDA-RD) 
and regulated by the U.S. Department of Housing and Urban Development (HUD) 
with respect to rental charges and operating methods. The project is also subject 
to Section 8 Housing Assistance Payments agreements with HUD, and a 
significant portion of the Project's rental income is received from HUD. Also, the 
Project is financed by a Mortgage of Section 515 Direct Loan. 

b. Government-Wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net assets and 
the statement of changes in net assets) report information on all the activities of 
the Municipality. For the most part, the effect of interfund activity has been 
removed from these statements. Governmental activities are supported mainly by 
taxes and intergovernmental revenues. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
are those that are clearly identifiable with a specific function or segment Program 
revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) 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 financial statements 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 financia l statements; all non-major funds are 
aggregated and presented in a single column. 

c. Measurement Focus, Basis of Accounting and Financial Statement 
Presentation 

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

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

compensated absences and claims and judgments, are recorded only when 
payment is due. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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 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. 

The Municipality reports the following major governmental funds: 

• 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. 

• Housing and Urban Development Programs (HUD Programs) 

This fund account for revenue sources for the development of viable urban 
communities, decent housing, suitable living environment, rental assistance to 
help very low-income 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. 

• 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 of 

- governmental funds. 

-

-

-

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 financial statements. 
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Amounts reported as program revenues 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. Internally dedicated resources are reported as 
general revenues rather than as program revenues. Likewise, general revenues 
include all taxes. 

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

d. Cash and Cash with Fiscal Agent 

The Municipality's Finance Director is responsible for investing available 
resources. The Municipality is restricted by law to invest only in savings accounts 
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 (GOB). 

Cash with fiscal agent in the capital projects fund consists of unused proceeds 
from appropriations from the Legislature of Puerto Rico, forthe payment of current 
liabilities, and bonds and notes issued for the acquisition and construction of 
major capital improvements. 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 service, as established by law. 

e. lnterfund Receivables and Payables 

Activities between funds that are representative of lending/borrowing 
arrangements outstanding at the end of the fiscal year are referred to as either 
due to/from other funds (i.e., the current portion of interfund loans) or advances 
to/from other funds (i.e., the non-current portion of interfund loans). All other 
outstanding balances between funds are reported as due to/from other funds. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

f. Capital 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 or component units columns in the government-wide financial 
statements. 

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 capital outlays that significantly 
extend the useful life of an asset are capitalized. Other costs incurred for repairs 
and maintenance are expensed as incurred. Depreciation in capital assets is 
calculated on the straight-line basis over the following estimated useful lives: 

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g. Reservation of Fund Balance 

Useful Life 

30-50 years 
5-10 years 
5-20 years 

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

• Encumbrances 

Represent future expenditures under purchase orders, contracts and other 
commitments. These committed amounts generally will become liabilities in 
future periods as the goods or services are received. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

• Debt Service 

• 

Represents net assets available to finance future debt service payments. 

Capital Projects Fund 

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

h. Risk Financing 

The Municipality carries insurance to cover casualty, theft, tort claims and other 
losses. Insurance policies are negotiated by the Puerto Rico Treasury 
Department and costs are allocated among all the municipalities of Puerto Rico. 
Cost of insurance allocated to the Municipality and deducted from the gross 
property tax collections by the Municipal Revenue Collection Center (the "CRIM") 
for the year ended June 30, 2009 amounted to approximately $224,466. The 
current insurance policies have not been cancelled or terminated. The CRIM also 
deducted by $279,836 for workers' compensation insurance covering all municipal 
employees. 

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year paid. Employees are 
entitled to payment of unused sick leave upon retirement if have been employed 
for at least 1 O years in the municipal government. On July 1997. state Law 152 
supra amended the Article 12.016, Section b (2) of the Municipal Law, authorizing 
the Municipality to pay any excess of vacations and sick leave accumulated over 
the maximum previously permitted by law. Calculations must be made until 
December 31 of every year. Excess of sick leave must be paid until March 31 
next every natural year. Excess of vacations can be paid after July 1 of every 
fiscal year. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

j. Use of 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 of the 
financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting period. The most significant 
estimates consist of the contribution received from the Puerto Rico Electric Power 
Authority and the Municipal Revenue Collection Center caused by the delay of the 
notification of the actual revenues and expenditures to the presented in the 
financial statements of the agencies mentioned above. 

k. Future Adoption of Accounting Pronouncements 

The Governmental Accounting Standards Board (GASS) has issued the following 
statements that the Municipality has not yet adopted: 

Adoption 
Statement Required in 
Number Statement Name Fiscal Year 

51 Accounting and Financial Reporting for 
Intangible Assets 2009-10 

53 Accounting and Financial Reporting for 
Derivative Instruments 2009-10 

54 Fund Balance Reporting and Governmental 
Fund Type Definitions 2010-11 

The impact of these statements on the Municipality's financial statements has not 
yet been determined. 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

a. Budgetary Control 

The Municipality's annual budget is prepared on the budgetary basis of 
accounting, which is not in accordance with GAAP, and represents departmental 
appropriations recommended by the Mayor and approved by the Municipal 
Legislature prior to the beginning of the fiscal year. Amendments to the budget 
require the approval of the Municipal Legislature. Transfers of appropriations 
within the budget, known as Mayor's Resolutions, do not require the approval of 
the Municipal Legislature. 

The Municipality prepares its annual budget including the operatio.ns of the 
general and the debt service funds. 

Revenues and Expenditures - Budget and Actual (Budgetary Basis), accordingly, 
includes only the operations of the general and the debt service funds. The 
amounts budgeted under the Special Revenue Fund were excluded since they are 
received and expended over a period of time which generally exceeds the current 
year. 

For budgetary purposes, encumbrance accounting is used. The encumbrances 
(i.e. , purchase orders, contracts) are considered expenditures when incurred. For 
GAAP reporting purposes, encumbrances outstanding at year-end are reported as 
reservations of fund balances and do not constitute expenditures or liabilities 
because the commitments will be honored during the subsequent year. 

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 project 
appropriations, are continuing accounts for which the Municipal Legislature has 
authorized that an unspent balance from the prior year is carried forward and 
made available for current spending. 

The annual budget is presented in the Combined Statement of Revenues and 
Expenditures - Budget and Actual (Budgetary Basis) is the budget ordinance to 
June 30, 2009 representing the original budget. 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

b. Budget/GAAP Reconciliation 

The following schedule presents comparisons of the legally adopted budget with 
actual data on a budget basis. Because accounting principles applied for 
purposes of developing data on a budget basis differ significantly from those used 
to present financial statements in conformity with GAAP, a reconciliation of entity 
and timing differences in the excess of revenues and other financing sources 
over expenditures and other financing uses for the year ended June 30, 2009 is 
presented below for the general and debt service funds: 

Excess of revenues over 
expenditures-budgetary basis 

Entity differences: 
Non-budgeted expenditures 
Non-budgeted transfers in 
Non-budgeted transfers out 
Reprogramming funds 

Timing differences: 
Current year encumbrances recorded as 
expenditures for budgetary basis 
Prior year encumbrances 

Excess (deficiency) of revenues over (under) 
expenditures - GAAP basis 

c. Legal Compliance 

General Fund Debt Service 

$ 77,251 $ 

(1,362,942) 
304,504 
(84,519) 

(1,265,000) 

819,356 

13,014 

84,519 
(4,504) 

(369,104) ----

$ (1,880,454) =$===9=3=,0=29= 

The legal level of budgetary control is at the individual department level for 
general fund expenditures, and principal and interest due for the debt service 
fund. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

5. 

The governmental fund balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
the government-wide statement of net assets. One element of that reconciliation 
explains that some liabilities, including bonds payable, are not due and payable in 
the current period and therefore are not reported in the funds. The details of the 
approximately $1 1.2 million differences are as follows: 

Bonds payable 
Landfill obligation 
Compensated absences 
Note payable 
Accrued interest 
CRIM-LI MS 

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

DEPOSITS - CUSTODIAL CREDIT RISK 

$ 4,500,000 
2,475,000 
1_, 936,422 
1,811 ,880 

416,545 
88,159 

$ 11 ,228,006 

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 for the amount deposited 
in excess of federal depository insurance. All securities pledged as collateral are held 
by the Secretary of the Treasury of Puerto Rico. In addition, the Municipality 
maintains deposits with the Government Development Bank for Puerto Rico (GOB). 

The deposits at GOB of approximately $1 ,322,728 that are restricted principally for 
capital projects and general fund, and the $1,244,917 in the debt service fund are 
unsecured and uncollateralized , as no collateral is required to be carried by 
governmental banks. 

The Municipality maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 

- 28-

ORTIZ. RIVERA. RIVERA & CO. 
CERTIFIED Pl"BLIC \CTOl'\T\\n • \ \l.l ~ \UUW SER\ ICES 

Sune 152. PO Box 70250. San Juan. P.R. OOQ36-"250 • Phont>1 7S-, 756-852-l. Fa\ 1787121-1-0562 

, 



-
-
-
-
- 6. 

-
-

-

-
-

-
.... 

.... 

..... 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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 applicable 
laws and regulations. 

PROPERTY TAXES 

The Municipal Revenues Collection Center (CRIM) of 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 CRIM by 
May 15 of 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 of year 1957. The tax on personal property must be paid in 
full together with the return on or before May 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 8.58% for real property and 6.58% for personal property. The 
composition is as follows: 

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

Real 

6.00% 
1.03% 
1.75% 
(0.2%) 
8.58% 

Personal 

4.00% 
1.03% 
1.75% 
(0.2%) 
6.58% 

The Municipality's basic property tax rate represents the portion 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 GOB 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 - state" is co llected by the CRIM for the payment 
of principal and interest of general obligation bonds and certain other obligations 
issued by the state government. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Residential real property occupied by its owner is exempt by law from the payment of 
property taxes on the first $15,000 of the assessed value. For such exempted 
amounts, the Department of Treasury assumes payment of the basic tax to the 
Municipality, except for property assessed at less than $3,500, for which no payment 
is made. Revenue related to the basic tax on exempt property is recorded in the 
General Fund when payments are received from the CRIM. 

Complete exemption from personal property taxes up to an assessment of $50,000 is 
granted to merchants with an annual volume of net sales less than $150,000. 

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CRIM advances funds to the Municipality based on the initial 
estimated collections. The CRIM 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 settlement made not later than six months after a 
year end. If the CRIM remits to the Municipality property tax advances, which are less 
than the tax actually collected, a receivable from the CRIM is recorded at June 30. 
However, if advances exceed the amount actually collected by the CRIM, a payable to 
the CRIM is recorded at June 30. 

Currently, the Municipality has received the preliminary settlement from CRIM related 
to fisca l year 2008-09, but not the final settlement as the six months period after a 
fiscal year end, provided by law to CRIM to issue this, has not yet expired. 
Management believes, based in part on the experience from prior years, that when 
received, the final settlement from CRIM will not show a significant difference from the 
preliminary settlement and that such difference, if any, will not have a material effect 
on the financial condition of the Municipality. 

Based on the preliminary settlement already received, for the year ended June 30, 
2009, the amount collected from taxpayers and charges by CRIM received by the 
Municipality is less than amount advanced by CRIM for the same period by 
approximately $6,303. Such amount is presented as due to CRIM in the government 
wide financial statements. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

MUNICIPAL LICENSE TAX 

Municipal License Tax receivables are recorded in the fiscal year in which 
payment is due and, accordingly, represent taxes which are due and uncollected at 
June 30, 2009. The annual Municipal License Tax is detennined based on the gross 
income of all commerce and industrial organizations who have operations in the 
Municipality of Moca, and are not totally or partially exempt under the Industrial 
Incentive 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 1 and January 1. A discount 
of 5% is allowed when full payment is made on or before April 15. The rates of 
municipal license in the Municipality of Moca, are as follows: 

Savings and loans associations = 1.50% 
Financing institution = 1.50% 
Other organizations = .50% 

The amounts collected in advance are recorded as deferred revenues in the General 
Fund. The Municipality invoiced and collected in advance during the current year 
approximately $831,564, corresponding to the next fiscal year municipal license. 

SALES AND USE TAXES 

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80") 
which imposed to all the Municipalities of Puerto Rico a unifonn municipal sales and 
use tax of 1.5%. Effective August 1, 2007 1 % of the 1.5% will be collected by the 
Municipalit ies and the remain ing .5% of the 1.5% will be collected by the Puerto Rico 
Department of Treasury. 

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 programs, capital improvements and health and public safety costs. Amount 
collected by the Commonwealth Government will be deposited in accounts or special 
funds in the Governmental Development Bank of Puerto Rico ("GOB"), subject to 
restrictions imposed and distributed as follows: 

- 31-

ORTIZ. RI VERA. RIVERA & CO . 
CERTIFIED Pl"BLIC ACCOl'\TA\TS • \.ALU ADDLD ~LR\ 1(£~ 

Suit~ 152. PO Bo' 70250. San Juan. P.R. 00936--~50 • Pbon~ ni> 756-85~4. fa, - - , T 4-0562 



-

-
-

.... 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

b. .2% of the .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 "Municipal Improvement Fund" to finance 
capital improvement projects; these funds will be distributed based on 
legislation from the Commonwealth's Legislature. 

9. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

Municipal Revenues Collection Center (General Fund) 
HUD-SBGP 

Total 

10. INTERFUND TRANSACTIONS 

a. Due From/To Other Funds: 

$ 90,176 
270,974 

$ 361 ,150 

The due from and due to other fund balances as of June 30, 2009, are as follows: 

Receivable Fund Payable Fund 

General 
General 

Other Governmental Funds 
HUD-SBGP 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

b. lnterfund Transfers: 

lnterfund transfers for the year ended June 30, 2009 consisted of the following: 

Transfer In Transfer Out Amount 

Debt Service General Fund $ 84,519 
General Fund Debt Service 4,504 
General Fund Other Governmental Funds 300,000 

$ 389,023 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend 
them, (2) move receipts restricted to debt service from the fund collection the 
receipts to the debt service fund as debt service payments become due, and (3) 
use unrestricted revenues collected in the general fund to finance various 
programs accounted for in other funds in accordance with budgetary 
authorizations . 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

CAPITAL ASSETS 

Capital asset activity for the Municipality for the year ended June 30, 2009 was as 
follows: 

Balance Balance 
Primary Government June 30, 2008 Increases Decreases June 30, 2009 

Governmental Activities: 

Capital assets. not being depreciated: 

Land s 2.575,456 s s s 2,575,456 
Construction in progress 97.714 97,714 

Total capital assets, not being depreciated 2,673.170 2,673, 170 

Capital assets. being depreciated: 
Buildings and building improvements 17,818,598 20,876 17,839,474 
Furniture and fixture 905,182 125.509 1,030,691 
Vehicles and equipment 7.522,388 477,315 7,999.703 
Infrastructure 7,946,548 1,344,612 9,291 .160 
Total capital assets, being depreciated 34, 192,716 1,968,312 36, 161,028 

Less accumulated depreciation for: 

Buildings and building improvements 3,964,256 407,408 4,371,664 
Furniture and fixture 585,153 71 ,636 656.789 
Vehicles and equipment 4.765,304 624,698 5,390,002 
Infrastructure 5,839.839 177.874 6,017,713 
Total accumulated depreciation 15.154,552 1,281,616 16,436.168 

Total capital assets, being depreciated. net 19,038,1 64 686,696 19,724,860 

Governmental activities capital assets, net s 21 ,711,334 s 686,696 $ s 22,398,030 

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

General government $ 616,768 
Public safety 79,631 
Recreation 18,236 
Public works 566,981 

Total depreciation expense-governmental activities $ 1,281 ,616 
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Capital asset activity for Moca Housing Project, a discretely presented component 
unit, for the year ended June 30, 2009 was as follows: 

Balance 
Comeonent Unit-Moca Housing Pro ject June 30, 2008 Increases 

Capital assets. not being depreciated: 
Land $ 60,900 $ 

Total capital assets, not being depreciated 60,900 

Capital assets, being depreciated: 
Land improvements 68,916 
Buildings and building improvements 2,110,388 
Building equipment 351 ,656 1,454 
Furniture and fixtures 45,417 1,386 
Equipment 14,284 

Total capital assets, being depreciated 2,590,661 2,840 

Less accumulated depreciation 1,883,708 51 ,285 

Total accumulated depreciation 1,883,708 51 ,285 

Total capital assets, being depreciated, net 706,953 (48.445) 

Moca Housing Project capital assets, net $ 767,853 $ (48.445) 

DUE TO OTHER AGENCIES 

Due to other agencies at June 30, 2009 are as follows: 

Puerto Rico Reti rement System Administration 
Puerto Rico Electric Power Authority 
Puerto Rico Water and Sewer Authority 
Puerto Rico General Services Administration 
U.S. Department of Housing and Urban Development 

Total 
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Balance 
June 30, 2009 

$ 

$ 

60,900 

60,900 

68,916 
2,110,388 

353, 110 
46,803 
14,284 

2,593,501 

1,934,993 

1,934,993 

658,508 

719,408 

93,392 
59,946 
76,352 

1,776 
22,216 

253,682 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

13. DEFERRED REVENUES 

a. Municipal License Tax 

The deferred revenues of $831,564 in the general fund related to municipal 
license tax collected in fiscal year 2008-09 that wi ll be earned in fiscal year 2009-
10. 

b. Federal Government 

The deferred revenues presented as federal government represents the portion of 
federal grants received for which qualifying expenditures have not been incurred. 
The amounts were determined taking into consideration the specific years of the 
grant. The balance of $73, 729 in the HUD Program is related to the Section 8 
Existing Program. 

14. INTERGOVERNMENTAL REVENUES 

Intergovernmental revenues consist mainly of collections from the Commonwealth of 
Puerto Rico and the CRIM, payments in lieu of taxes from the Puerto Rico Electric 
Power Authority and federal financial assistance received from the federal 
government. 

The general fund intergovernmental revenues are as follows: 

Puerto Rico Electric Power Authority 
Puerto Rico Treasury Department (Christmas Bonus) 
Equalization Fund (.20 hundredth) 

Total 
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$1,807,315 
198,510 

4,378,275 

$6,384, 100 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

15. LONG-TERM DEBTS 

Bonds and other long-term liabilities outstanding at June 30, 2009 are as follows: 

Bonds 

$2,780,000 series of 1995, payable in annual installments of 
$40,000 to $270,000 until July 1, 2017, interest ranging from 
4.7% to 6.63%. $ 1,630,000 

$430,000 series of 2002, payable in annual installments of 
$5,000 to $35,000 until July 1, 2027, interest ranging from 
5% to 6.5%. 370,000 

$455,000 series of 2002, payable in annual installments of 
$5,000 to $35,000 until July 1, 2027, interest ranging from 
5% to 6.5%. 395,000 

$265,000 series of 2006, payable in annual installments of 
$5,000 to $25,000 until July 1, 2030, interest ranging from 
6.25% to 7.25%. 245,000 

$635,000 series of 2007, payable in annual installments of 
$25,000 to $65,000 until July 1, 2021, interest ranging from 
6.60% to 7.25%. . 555,000 

$415,000 series of 2008, payable in annual installments of 
$5,000 to $35,000 until July 1, 2032, interest from 6.48% to 
7.50%. 405,000 

$915,000 series of 2008, payable in annual installments of 
$15,000 to $75,000 until July 1, 2032, interest from 5.40% to 
7.50%. 900,000 

Total bonds payable 4,500,000 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

$385,000 series of 2006, payable in annual installments of 
$45,000 to $65,000 until July 1, 2012; interest ranging 
from 4.23% to 5.33%. $ 185,000 

$835,000 series of 2008, payable in annual installments of 
$95,000 to $150,000 until July 1, 2008, interest ranging from 
6.48% to 7.50%. 

$890,000 series of 2008, payable in annual installments of 
$100,000 to $160,000 until July 1, 2015, interest ranging from 
5.40% to 7.50%. 

Note payable to CRIM (Financing of delinquent accounts) - On 
April 2, 2002, the Municipality entered into a financing agreement 
with the CRIM in the amount of $260, 193 to finance delinquent 
property tax accounts sold to private investors, under the 
provision of Law No. 146 of October 11, 2001. The agreement is 
in the form of a non revolving line of credit bearing interest of 
6.5% for the first five years and variable for the next 25 years at 
125 points over London Interbank offered Rate (LIBOR) and is 
due on December 1, 2032. As described in Law No. 146, interest 
payments for the first five years will be financed through .48% of 
the net increase of the subsidy provided by the Commonwealth of 
Puerto Rico's general fund. Also, during the first five years any 
collection from those delinquent accounts will be credited to the 
loan principal. After the 5 year period the loan outstanding 
balance will be restructured for 25 years period . 

Total notes payable 
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790,000 

196,880 
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Other Long-term Liabilities 

Note payable to CRIM (LIMS) - On June 27, 2001 , the 
Municipality entered into a financing agreement with the CRIM in 
the amount of $286,847 for the payment of the Municipality's 
share of the cost of a management information system (LIMS) 
acquired by the CRIM for the management of taxpayer's 
properties located in Puerto Rico. The note is payable in 
semiannual installments of $38,472, including interest of 5.95% 
and is due on November 28, 2011. Amount is financed with 
unrestricted funds through withholdings from the advances of 
property tax and amounts of municipal equalization fund sen to 
the Municipality by the Municipal Revenue Collection Center 

Total other long-term liabilities 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Component Unit 

The mortgage payable by the discretely component unit is owed by Moca Housing 
Project and consists of an 8% mortgage note, payable in monthly installments of 
$12, 193, including interest, until 2017, collateralized with land and building. 

The principal maturities of the mortgage in each of the next five years and thereafter 
are as follows: 

Year Ended 
June 30, Amount 

2010 $ 74,150 
2011 81,007 
2012 88,498 
2013 104,359 
2014 105,631 
Thereafter 392,133 

$ 845,778 

Landfill Obligations 

State and federal laws and regulations require the Municipality to place a final cover 
on the Municipality's landfill site when it stops accepting waste and to perform certain 
maintenance and monitoring functions at the site for 30 years after closure. In 
accordance with Statement No. 18 of the GASS, "Accounting for Municipal Solid 
Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed 
a study of the activities that need to be implemented at the Municipality's landfill to 
guarantee the maximum yield of available space and to comply with applicable state 
and federal regulations. Based on this study, the Municipality recognized $2.5 million 
as the Municipality's estimated current cost for landfill closure as of June 30, 2009. 
The reported liability represents the total estimated cost of closure since the 
Municipality expects to close the landfill in the year 2011. Actual costs may be 
different due to inflation, changes in technology, or changes in laws and regulations. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

The balance of closure and postclosure costs of $2.5 million are reported in the 
statement of net assets because it will not be funded with available expendable 
financial resources at June 30, 2009. 

Long-term liability activity for the year ended June 30, 2009 was as follows: 

Primary Government 

Governmental Activities : 

Bonds payable 
Notes payable 

Total long-term debt 

Other long-term liabilities: 

Landfill obl igation 

CRIM-LIMS 

Compensated absences 

Total other liabilities, 
governmental activities 

Total noncurrent liabilities, 

Beginning 

Balance Additions Payments 

Ending 

Balance 

Due within 
One Year 

$ 3,795,000 $ 915,000 $ 210,000 $ 4,500,000 $ 225,000 

1,185,441 

4,980,441 

2,475,000 
119,960 

1,950,203 

4,545, 163 

890,000 

1,805,000 

263,561 

473,561 

31 ,801 

13,781 

45,582 

1,811 ,880 

6,311,880 

2,475,000 

88,159 

1,936,422 

4,499,581 

288,560 

513,560 

33,720 

33,720 

governmental activities $ 9,525,604 $ 1,805,000 $ 519,143 $ 10,811,461 $ 547,280 

Component Unit: 

Moca Housing Project 
mortgage payable 

16. RETIREMENT PLAN 

a. Plan Description 

Beginning 

Balance Additions Reductions 

Ending 

Balance 

Due within 

One Year 

$ 913,932 $ $ 68,154 $ 845,778 $ 74,150 
==== 

The Employee's Retirement System of the Government of Puerto Rico and its 
Instrumentalities (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 44 7, approved on May 15, 1951 , as amended, and 
became effective on January 1, 1952. 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

ERS covers all regular employees of the Commonwealth of Puerto Rico and its 
instrumentalities and of certain municipalities and components units not covered 
by their own retirements systems. 
Participation is mandatory except for members of the Legislature, Government 
Secretaries, Heads for Agencies and Public Instrumentalities, Assistants to the 
Governor, the Comptroller of Puerto Rico, Gubernatorial Board and Committee 
appointees and Experimental Service Station employees. 

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

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

The amounts of the annuity will be one and one-half percent of the average 
compensation multiplied by the number of years of creditable service up to twenty 
years, plus 2% of the average compensation multiplied by the number of years of 
creditable service in excess of twenty years. In no case the annuity will be less 
than $200 per month. 

Participants who have completed at least thirty (30) years of creditable service are 
entitled to receive the Merit Annuity. Participants who have not attained fifty-five 
(55) years of age will receive 65% of the average compensation or if they have 
attained fifty-five (55) years of age will receive 75% of the average compensation. 
Disability retirement benefits are available to members for occupational and non

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

No benefit is payable if the participant receives a refund of his accumulated 
contributions. 

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

System 2000 is a hybrid defined contribution 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 benefit plan. Benefits 
at retirement age will not be guaranteed by the Commonwealth of 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 be either: (1) earn 
a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn 
rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees), or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
plans showing their accrued balances. Disability pensions will not be granted 
under System 2000. The employer's contribution (9.275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

Commonwealth legislation requires employees to contribute 5. 775% of gross 
salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The 
Municipality's contributions are 9.275% of gross salary. Contributions' 
requirements are established by law. The actuarially determined contribution 
requirement and contributions actually made for the year ended June 30, 2009 
was approximately $414, 144. The Municipality's payroll for employees covered by 
ERS was approximately $4.3 million. The Municipality total payroll for all 
employees was approximately $6.9 million. 

Additional information on the ERS is provided in its financial statements for the 
year ended June 30, 2009, a copy of which can be obtained from the ERS, 
Minillas Station, PO Box 42003, San Juan, PR 00940. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

17. RISK MANAGEMENT 

The Risk Management Division of the Municipality's Legal Department is responsible 
of assuring that the Municipality's property is properly insured. Annually, the Risk 
Management Division compiles the information of all property owned and its 
respective market value. After evaluating this information, the Risk Management 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance 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. 

18. LEASES 

Operating Leases 

Leasing Arrangement with the Municipality as Lessor: 

a. The Municipality leases spaces in its Market Place and Transportation center 
under operating lease agreements with terms ranging from one to five years. 

b. Total income from leases during the year ended June 30, 2009 was approximately 
$18,220. 

c. The Municipality retains title to its leased property. The lessee pays taxes, 
licenses, insurance, and maintenance costs of the leased assets. 

Leasing arrangements with the Municipality as lessee: 

The Municipality is obligated under noncancellable operational leases, with periods 
not longer than one year. 
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19. LANDFILL CLOSURE AND POSTCLOSURE COSTS 

The Municipality adopted the provisions of Statement No. 18, Accounting for 
Municipal solid Waste Landfill Closure and Postclosure Care Costs issued by the 
Governmental Accounting Standard Board. This statement established standards for 
accounting and reporting for solid waste landfill costs owned by governmental entities 
(including the Municipality) that are required by federal and local laws and regulations 
to incur closure and postclosure care costs. 

According to this statement, closure and postclosure care costs are recorded while 
the landfill is operating. The Municipality has determined that the present value of 
total estimated closing costs and post closing care costs amount to $2;475,000. 
(See Note 15). 

20. CONTINGENCIES 

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

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

21. COMMITMENTS 

The Municipality of Moca had several outstanding or planned construction projects as 
of June 30, 2009. These projects are evidenced by contractual commitments with 
contractors. The construction projects are commitments of the Other Governmental 
fund that amounted to approximately $656,540. 

-45-

ORTIZ. RIVERA. RIVERA & CO. 
Cf:KflFIED Pl"BUC \((Ol"\TA \TS • \ \l.l I: \DOW ~ER\ ICES 

Sune 152. PO Bo' ~0~50. San Juan. P.R 00936--250 • Phone - ~1 '56-852-1. Fa., ns- 1 2--1.0:62 



-

-

-

-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
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Federal Federal 
CFDA Disbursements/ 

Federal Grantor/Program Title Number Expenditures 

U.S. Department of Housing and Urban 
Development (HUD) 
Direct Program: 
Section 8 Vouchers Program 14.871 $ 271,814 
Pass-through State -Commonwealth of Puerto 
Rico/Commissions Office of Municipal Affairs -
Community Development Block Grant - States 
Program SBGP 14.228 780,234 

Subtotal U.S. Department of HUD 1,052,048 

U.S. Department of Health and Human Services (HHS) 
Pass-through the Puerto Rico Elderly Commission: 

Special Programs for the Aging - Title Ill, Part B 
Grants for Supportive Services and Senior Centers 93.044 27,322 

Special Programs for the Aging Title 111, Part E, 
National Family Caregivers Support 93.052 10,043 

Subtotal U.S. Department of HHS 37,365 

U.S. Department of Homeland Security 
Pass-through Department of Justice of Puerto Rico 

State Domestic Preparedness Equipment Support 
Program 97.004 134,120 

Subtotal U.S. Department of OHS 134, 120 

TOTAL $ 1,223,533 
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1. SIGNIFICANT ACCOUNTING POLICIES 

The accompanying Schedule of Expenditures of Federal Awards includes the federal 
grant activity of the Municipality of Moca and is presented on the modified accrual 
basis of accounting. The information in this schedule is presented in accordance with 
the requirements of OMS Circular A-133. Therefore, some amounts presented in this 
schedule may differ from amounts presented in, or used in the preparation of, the 
basic financial statements. 

2. BASIS OF PRESENTATION 

The expenditures of the schedule are included in the Municipality's basic financial 
statements in the accompanying Statement of Revenues, Expenditures and Changes 
in Fund Balances-Governmental Funds. The reconciliation of expenditures in the 
basic financia l statements to the Schedule of Expenditures of Federal Awards is a 
follows: 

Expenditures as per basic financial statements: 
Housing and Urban Development Programs 
Federal expenditures included within the other nonmajor 
governmental funds 

Total expenditures per schedule of expenditures 
of federal awards 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

We have audited the financial statements of the governmental activities, each major fund 
and the aggregate remaining fund information of the Municipality of Moca, as of and for the 
year ended June 30, 2009, which collectively comprise the Municipality's basic financial 
statements and have issued our report thereon dated November 24, 2009. 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 
Standards, issued by the Comptroller General of the United States . 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered Municipality of Moca' internal control 
over financia l 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 financial reporting. 
Accordingly, we do not express an opinion on the effectiveness of the Municipality's 
internal control over financial reporting. 

A deficiency in internal 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 timely basis. A material weakness is a 
control deficiency, or combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatements of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis. 

- 48-

Suite 15:?. PO Bo~ 70250. San Juan. P.R. 00936-i250 • Phone (787) 756-85:!-l. Fax (787) 27+.0562 



.... 

-
Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control over financia l reporting that might be deficiencies, significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal control 
over financial reporting that we consider to be material weaknesses, as defined above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality of Moca' 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements, 
noncompliance with which could have a direct and material effect 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 of noncompliance or other matters 
that are required to be reported under Government Auditing Standards. 

We noted certain matters that we have reported to management of the Municipality of 
Moca in a separate letter dated November 24, 2009. 

- This report is intended solely for the information and use of the audit committee, 
Commissioner Office of Municipal Affairs, management 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 Rico 
November 24, 2009 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 

AND ON INTERNAL CONTROL OVER COMPLIANCE 
IN ACCORDANCE WITH OMB CIRCULAR A-133 

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

Compliance 

We have audited the compliance of Municipality of Moca with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs for 
the year ended June 30, 2009. Municipality of Moca' major federal programs are identified 
in the summary of auditor'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 of its major federal programs is the responsibility of Municipality 
of Moca' management. Our responsibility is to express and opinion on Municipality of 
Moca' compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States 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 of States, Local Governments, and Non
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of compliance requirements referred to above that could have a direct and material 
effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about Municipality of Moca' compliance with those requirements and performing 
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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 Moca compliance with those requirements. 

In our opinion, the Municipality of Moca complied, in all material respects, with the 
requirements referred to above that are applicable to each of its major federal program for 
the year ended June 30, 2009. 

Internal Control over Compliance 

The management of Municipality of Moca is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, 
contracts and grants applicable to federal programs. In planning and performing our audit, 
we considered Municipality of Moca internal control over compliance with requirements that 
could have a direct and material effect on a major federal program in order to determine 
our auditing procedures for the purpose of expressing our opinion on compliance, but not 
for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of the 
Municipality's internal control over compliance. 

A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity's 
ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more 
than inconsequential will not be prevented or detected by the entity's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented or detected by the 
entity's internal control. 

Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and would not necessarily identify all deficiencies in 
internal control that might be significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. 
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This report is intended solely for the information of the audit committee, Commissioner 
Office of Municipal Affairs, management 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 Rico 
November 24, 2009 
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1. 

2. 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

SUMMARY OF AUDIT RESULTS 

a. The auditors' report expresses an unqualified opinion on the basic financial 
statements of the Municipality of Moca. 

b. There were no significant deficiencies on internal control. 

c. No instances of noncompliance material to the financial statements of Municipality 
of Moca were disclosed during the audit. 

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

e. The auditor's report on compliance with requirements applicable to federal award 
programs for Municipality of Moca express an unqualified opinion. 

f. Audit findings relative to the major federal award programs for the Municipality of 
Moca are reported in number 3 of this schedule. 

g. The programs tested as major programs included: 

SBGP - CFDA No. 14.228 

h. The threshold for distinguishing types A and 8 programs was $300,000. 

i. Municipality of Moca was determined to be a low-risk auditee. 

FINDINGS - FINANCIAL STATEMENTS AUDIT 

None 

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

None 

-53-

ORTIZ, RIVERA, RIVERA & CO. 
CERTIFIED PLBl.I( ACCOl~TAl\TS • \ 'ALCE ADOF.D SER\'JCES 

Suite 152. PO Box 70250. San Juan. P.R. 00936-7250 • Phone17871756-852.J. Fax (787) 274-0562 



..... 

..... 

-
-
-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

Municipality in prior years. It was noted that corrective action has been taken, except for 

certain conditions that still exist and require further action. These are included in the 

accompanying Schedule of Prior Year Audits Findings and Questioned Costs . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS (CONTINUED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Program 

Community 
Development Block 
Grants/States 
Program, CFDA No. 
14.228 

Finding/Noncompliance 

Condition 08-01 

The Municipality does not have effective internal 
controls over compliance with the requirement to 
ensure that all laborers and mechanics employed 
by contractors or subcontractors to work on 
construction contracts in excess of $2,000 
financed by Federal assistance funds are paid 
wages not less than those established for the 
locality of the project (prevailing wage rates) by the 
Department of Labor (DOL) (40 USC 276a to 
276a-7) . 
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Status 

No. 14.228 

Condition was 
corrected. 
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