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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
lvlunicipal Legislature

Municipality of Moca
Moca, Puerto Flico

y1j1:,:lr9,r99 the.accompanying financiat statements of the governmentat activiries,
:,1T 

r^1"l,ti1q 
ind.the aggregate remaining fund information of rhe Municipatity oiMoca,. as ot and tor the year ended June 30,2011, which collectively comprise'the

[/unicipality's basic financial statements, as listed in the table or conients. These financial
statements.are the responsibility ol the Municipality,s management. Our;esponsibitity is to
express opinions on these financiar statements based on our audit. We did not aud'it thefinancial statements oI rvroca Housing project, as of June go, zor i.- Those financiar
statements wereaudited 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 oI the other auditors.

we conducted our audit of compriance in accordance with auditing standards generafly
accepted in the United States of America; the standards appltcaSle io financLt auOit!
:9T"il19 in Gou_ernment Auditing Standards, issued by the Comptroller Generat of theunleo srares. those standards require that we plan and perform the audil to obtainreasonable assurance about whether the financial statements are free of materialmisstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also jncludes assessing the
accounting 

.principles -used and significant estimates made by management, as well as
evaluating the overalr Iinanciar statement presentation. we beiieve tha"t our audit provides
a reasonable basis for our opinions.

Based on our audil and the report of other auditors, the financial statements referred toabove present fairly, in all material respects, the respective tinaniLt position ot thegovernmental activlties, discretely presented component unit, each major,und, and the
aggregate remaining fund information of the Nruniciparity of Moca asof .lune 30, eor.t,
also, the respective changes in financial posjtion theieof, and fne reipective bujgetary
comparison for the general and debt service funds for the fiscat yeai then ended in
conformity with accounting principles generally accepted in the United States of America-

litrit. r5l l'OBo\-r,l!.!.iJurn.PR 0ll9.l6rlio.phomriEirii6.Ni]].Fi\ii8?rt7trii6:



ln accordance with Government Auditing S-tandards, we have also issued a report datedDecember i 9, 20'r i on our consideratio;ot tne r'auniciparitlis inf,in'at"#trotover rinanciatreporting and our resrs of its compiiance *,tn .:rt"l" ptril[;;;L*", regutations,contracts. grants, agreements and other matters. Tne puipoie oiiiaiieport rs toOescrioethe scope of our lesting o, internatcontror ore, ,nancli,eioiini ani'cl,rpriance ano tneresults of thauesting. and not to provide an opiniono; t-fi;i;;;i;;;."r over financialreporting or on compriance. That. rep_ort is in integrar purt orin uroit performed inaccordance with Govemment Audiring standards and"sho,]u ie 
"on"ri!r"o 

in assessingthe results of our audit.

The Management's Discussion and Analysis on pages 3 through g, is not a required partofthe basic financial statements but is suiptementa-ry inforr-iti,r" i"!uir"O by accountingprinciptes genera y accepted in ttre uniido States 6f Am;r;;;. wJ-nlr-" uppti"o."rt"inlimited procedures, which consisted principally- ot inquiies ot ,-anJgement ,egarOing
T:.ll?9^: "lI:9"*:mell ?nd 

presenrarion of ihe required 
"rppr"re"nt"rv 

rnrormation.
However, we dld not audit the information and express no opinion on it.

Our au-dit was conducled for the purpose of forming opinions on the financial statementsthat collectivery comprise the Municiparity of Moca,ifinancrar siatemeniJas a wirote. rne
:::?ifillg.:^:I!!l-" ol ul?"19,,-r,9s or rederat awards is presenGd for purposes ofaoorronal anatysrs as required by U.S. Office of [,4anagement and Budget Circutar A-133,Audits of States. Locat Governments, and Non_proti Organiiitiii,"ino is atso not arequired part of the financiar statements. Such informati"on hii Le-enluolecteo to tneauditing procedures appried in the audit of the basic financiai siul"r"nta, and in ouropinion, the information is fairry stated, in aI materiar respects, in rJitioi to the financiarstatements as a whole.

San Juan, Puerto Rico
Decembe||9, 201 1

The stamp E16524 was
lo lhe o ginal ot lhis

,ono?,r*O A C
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F-s t ado Lih re As o ck [a D e tpuerto \ico
MUMCIPIO DE MOCA

ltoca, lPuerto \ico

MUNICIPAIITY OF MOCA
MANAGEMENTS DISCUSSION AND ANALYSIS

llanagemznt oJ tfu Municipatity of : ou @e 
,,Muni.ipatit!,) po?iLs tfrie ,latufeneflt,s ,Db.ussion nnt

:lytiss o/ tfu,-a[xnkrpa{it! t bssnJinanciatstatenents as an oltetuirw and anatysrr o} thzFnanciatacti?ities oJ
t|le ',1,ta1icipakt! Jot rtz fbcat gear enlel \une.J|, 2011. ,|,t)e entourage reairs i arider tfu tnJornatit
p_ruente[ fure in conjurction ]itli the atditiorut iafonmtion tfi* we fraoe /umisful in tfie atanpaiyitrg liasic
Jinahin[ stateflufits.

USING THIS ANNUAL REPORT

'Iliis annua[ repott cotsists o/ t senes of neu lifuncia{ staten nLs uith a cfranfe in tfrz /ocus fon prurbus
Jinoicia[ s_tnzmeflts, ,Ifre ww.t'ocus is on 60rt dtc Munkipatity as a urtob 0irrrr**-rir'")'orn ;fu ,rp,
inlioiiuatJunts. ,Botfr perspectiou lgrnemneatwile orr' oalorjunQ otbra tfii*"t to allnss rcbuant qu*itL;,

'roaden 
a-6osis Jor comparbot (year to year or gortemme\t to Bo.,efifient) anl enfratw tfie lluniipatity,s

nccountaiitity.

FINANCIAL HIGHLIGHTS

. ,lfu Mffiicipitiry nat nssets itloeLsel 6! $ 6jj,16i.

. In tfu ftnl firunciat statemenx, generatJunt 6ahic* [ecnasei 6q g242,518.

. Orpitat exlenlitunt anolnte{ lo t 2,201,182

GO!'ERNMENT.WIDE,FINANCIAL STATEMENT

'Ifu gooemaznt-wi[e /inancia[ statements are luigtl a protide realers uirt a 6road oleoiew oJ tfu
tlfiifiicipa[it! 3 opei]tiot,. anl/inaue os a ufiob in a nanwr sini{ar to pitate-seetot 6usitws. ,Ifiae stdtenents
proztile sfiort-term any' tong-tem in;fonnation a6ott tfi. ,ituniipntir3 

Jinanciat position, urtdi assbt tfie
n'[unicipn[ih!'s morugemznt to determite trz ecoramb arutitbnit tfie eil oJ tfie Jiscat yur. 'flizse Jinanciatsntenents are,preparel,,tsing tfu /ow o/ uononi resouce, measuftiant Trcru ai rte oo*oi 6*i, o1
acauxting. 'rfiis 6wica[[y_mzarc ttiat thesefhancia{statemenu Jo[bu mctfio& rhat are sinihr to tfiose used iy
tfiost 6usitwses. ,Il2y tak! into ac@unt at rtenua and e4perses connateduith rtzJiscat leir entellune 36,
2011 elen iJ cash iwto[led fiaoe not 6een rcceiztel or pail. Ifu gozteru*nt-wile /inaiiat s tauncnu inchde: (l)
tfre statements oJ tut ,ssett any' (2) tfu statewnt of actit iti?s.



Stat?rdznt ol N.t t4&./ztt

'lfiz statenznt of rct asse* pruenx ttt of tle,-fiunicipa[it!,s ass.L, anl tiaiititia, uith tfu dif/eftrce ietuken
,fu: :* jr_ 

r* *p:":t ds 'nzt 6sets, kquit!). Otei time idcreases or leereasa ia thz nzt asseu may sente as a
useJut inticaur oJ wfutfizr tfulinancbt positbn oJ ttiz n[uni.ipatit! is eitfur inproafig or lete*itttg.

Stntanatt of Artioitiu

'1fi2 statetnent.of q.tilritbs pruenu in/ornatbn sfiouittg frou tfr. unnipotit!,s nzt a-rse! cfrarged tunnL du
Jbcat jur udel juae 30, 201i.. AU atianles in nzt *rei or" ,eportrl a so), i rfn *&rtying n*rgirirrg i" a
tfu change ueurs, regarl[ess oJ tfu tinhg of nhtel atsh/tous. .Ifius, ,eoenues anl e4peiu ,o ,rponi in tfi*
staten ntJot sotu iens triat wi[I not rcu[t in cashJtous untitJurureJiscat perio& (suth as unarlzcter ta4u ant
eamed but unuset{ oaatbn [eare) . 'Ifrk statefient also pruents a comparL<on 1emeen tirect eryercu axi pagnn
retetues lor ea ai Junc tion oJ tfu ,l,tuntipatity.

Eotli oJ tfre aqotemzntbaetJiruncia[ statemens prsmt at rtcgo,emmmtat atn?ides oJ tfu Muni.ipatitt), ufi
cotsbt most[y 6y tarys anl intetqotenmenta[ rclenues (sucri os Jeleratgrants). Most seruicu proz,ilid by tfie
Muflnipatit! fa{I i to tl;is category, iruhling cutture anl e&ratiot, geiratgotemnent, tiza[tft anl sanititbn,
pubtit safetg, pubtit fiousiry and a.lfare, et..

YLnl fh4ncial Statan nts

'rfre Funl riidtuii[ statenznts ptot ide letai[rl infonflatbn a6out the \tunicipa{itlb mast signifuntfunlr, rut
tfu SLtutitipa{ity rc a a.fro{e. ,Ifle't{unieipntit! fia.s onty one ftnl of/unl u,fiict i tfregooemnuntaiJunl.

Qwemmenta[/xnls are xsel to account for useatially ttie safiz /uictiois Eportel as Boremmenta[ actiz,ities in
tlia qoremneflt,t|ile Finan ia[ Statenents. !{ottte,er, uatifte rte Qnemnent %ilz yinarciat 5ntements,
Eorefitufit Juny' fifian ia[ Statem2ntsJod\t ofl neat teminlbds anl ottJLr!]s ol speala1b resowces, a atellw
on 6a[ances oJspenla,[z ruourcu alaih6[e at tfu entoJ tfu/iscatyear. S;linhflitatbnis sej![ineua[uitin,
tfu tu[uaiipa[ity3 ncar tetm Jiruncia[ reqircmenu.

,Beuuse tfizlocw oJgouernfiefitatftfi& is ianouer tfran tfiat oJ tfre Xo,emnunt aile fi*ncia[ statefients, it is
weJu[ to ampare tfu inhmatbn prcsented for gotemmentaL /uny's akh sinitar ;nJonnatbtl prumwl Jor
go.tefimefita[nctir.,itiesintfrcgotemmettwideJinancia[statenents.,Byloingso,usersoJtfie6ask/inantiat
*atemetu may detter unlcrs tanl tfu [ong+etm impact oJ tr;e lvufii.ipatit!'s tteat teffifiruncint lecisiotls. Eotfr oJ
tli. Eorennenta[ f Md,Bnhn e Sfreet anl tfu Enltemncnta[ t.tu! Statenenr o.l ,Rgz,enues, ,tqtenliturx anl
cfiangu in fund'Bahnes prwide a rceorci[iation toJaci[itate ttiis conparbon. beruteengotemnentu[/unls anl
lp, e mnont a I a c tioi t i es.

-4-



FINANCIAL ANALYSIS OF TI{E MUMCIPALITT AS A WHOLE

,{?t Ass.ts

* noud earticr, nzt assets nay set )e o')et tine as. a Lsefut inlic\tot oJ fiz 9{unicipatity3 _firun ial posinotL In
rl;e case of tfiz Ufunkipa[it!, rsseLs e4ceelzi tit,itities E $ t7,fia,i1E ot Ju*i Z,i,rl

As pmtious[y [i-ecussel, 6iJar tfu [argut portion of ttizX{Lnicipatih:,s det assets ti[ect its in tesfiEnt i4 capito[
Ltsets kB, lrnl, 6uitti,Vs, nadiizry, equirynt anl aUodur property), bss any itot t l"6t,sed u orqu;re'tLr"
dssets tfrat b stilI ottstanling. 'Ifie xtunicipa{ity usu ttitse iapiat asse; b ptutiie se/t ,crs to citr;;ens;
cllsequent-ty, tfrae as*u are not atai{t6[eJorJutu_re spenning ,nteJottoathg 

is a condensed pftsentntion o.t' t6c
MunnipatihJ s finaflein[ positbn ant resu[u of opentioi, as iportel'in rte gowmneat-zt,ide Jinanciat

Cfrangcs h 9,[gt Asscts

'Ifie atunieipahty s tut Lrs.ts incrcasel E $E1i,lbi. Apptoxinat?E f0 per.mt oJ tfu l4untipatitj,s totat mtenuz
came/rumgranu an[ contnbunons, inctulinf Jelent ail, ufiitz )i percmt ruiad fan taxes.,tfr. Municipatigs
e4yensu corter a nnge of seoies. ,Ilit [trgut e4yeuu t*re Jor gencm[ gwemnent any' pu\tic worfu. 

'

Municipality of Moca
Coodensed Statement of Activities
June 30.2011 and 2010

20t I 2010
Program revenues

Charges for services

Licenses and permits

Operating grants and contributions
Capital grants and contributions
Ceneral revenues

Property taxes

Municipal license tax

Grants and contribulions not restricted to
specific programs

IDterest, fines and penalties

Miscellaneous

Total revenues

Expenses

$ 3,567,240

t,572,330

3.026,649

l,018,163

8,985,192

1t8,671

620,023

$ 3,582,255

l,0l 1,347

2,91t,6'17

1,030.921

7,605,003

11,241
.l19,039

18,928 t6 60'7,492



Oeneral govemme[t

Public safery

Public works

Culture

Recreation

Health and welfare

Interest oo long-term debt

Total expenses

Change in net assets

Net assets, beginning of year

Net assets, end of year

18,317,109

6l I,165

16,923,093

$ 17,534,258

15.938,917

668,545

t6,254,548

$ 16,923,093

9,091,I l9
9'12,512

4,512,373

2t2,983

908,552

I,84,1,960

714,6t0

8,304,864

I,036,662
.1,037,8.15

209.361
't'12,861

364,763

7r2,585

FINANCIAL ANALYSIS OF TIIE MI]NICIPALITY'S INDIVIDUAL FUNDS

As notet ear[ier, tfiz n'finicipality usu ftny' accounting to erutn and lznonstrau comp[iancz atuhJiruncz-re[atei
{ega[ requienms.

Qwawntat futtls

'l,fu.iocus ol tfu luytpality3 goletunentntfunts b to pturrila infonatbn on ruar-om inftouts, ottJitu, and
ba[ancet oJ spen la6[e raources. Suri infofiotiotl is useJut in ossusing tfu Munieipah-ty t Jitarcing requiretnex*.
I n particu[ar, unrese.ntelftxl ia[arce may *me w a useJut mensne oJ agwemnmt{nei rcsorrci aiaita1teJor
spenlii, at t/;e ent oJ tfiz Jis.at !.at.

*oJtfrzenlofthccunentfbca[year,tfra,uniipntiry,sgouermentatJmtsreportelcomhinzdentingjnl
6.at:ncas oJ ! 582118,0, ln 

iftftase of $ 489,629 in eonpa*on aith tfia priol yeat.',jfiele are lereflatiorl/:finy'
6alatxe. 'Ifiis k ttitfunl6a[ince tfr.at it not atbi[a1teJot rcu spmlhnieaie * fios aheaty 6een comiie[ to
pn! d?6t scrlticc (S 1,464.814).

'Ifie renem[fun l is irc[uted uitfrtn thzgotemnentat/unls; it is tfiz opetuting Junl oJ tfu Municipqtity. rls oJ
lmr30,_2u01tfiegenent.funitiasasuperatitoJ$13G,946.,Ifusupenoitlecre&ed6!$2q2,S1idu;nlIiscat
year enlel lme -10, 2011.

-6-



,,'{gtzt to rtt fi:roqiat Stotonatrt

'Ifu ,aitJiwnc;al *atarcats ako htfule not* to qttia hjmnatb in tic firuncial stabflmLs inl yotiL
more dcuiM dtta

kg*d S ry pbraury I r{onadot

'lfi: st:y 
_na, 

afl Jo[d:."n E rtc rerytul supptenattary iafonnatbt tfrat co,tuifls rt. fuu.dgetaty con parison
s&z&tz fot ttrz Qmeal anl Debt gattirz funts.

CAPITAL ASSETS AND DEBT ADMIMSTRATION

Ctpiut Att.ts

'rfu*lunicipatity's ituesfin nt in.apittlassett as of lundo m1L ottolfltt to $44.1 nillioi, net olat urutaul
deprzaatiar of $19.5 nilto+ t aaing a n t ,ookoatu. of $2i2 nilIiotl.1fi* bsksffient in @itat etsets h u{rs
tanl, iuitthgs, inpoztenotts, equipnclt .otsttt tion in profiess.

'Ifu totat n t ii$etse i4,rt.MLni.ipahtyi ia ett nent in capiuta*setsJor tlc cunmtfisu[yeat u.us a6out E$
in tems of net hooftootru. A.tunl.q,entitufts to ptcfi*e ot atstruct upitat assei uteri 5zz nirlionJor ttiz
yar. Depftciatiot &ages Jor tfre yeat uu[el gl.Z nifiion

1fu 
ilyntc\adU fnawz: a sitnificaat pottion oJ itt corlstiuition a.tioitizs tlWfi 6ont issuanccs. ffu procans

lon 6oay' bswrcx dairniul for constitctiofl actit;ties aft .onunittNl tn ia e*nty for sucfi purpos* ant
uruat 6e 

_use[ /or ,any 
otlzr puposa. As oJ func 30, 2011 the *h*ipatlul fras gii6,ee+ oJ ur"4,",*l

paceedslton 6ony' issua 
"s 

tfiat ate coi,nittel to fltalra aoflsfi4tiofi nctioitias,

-7 -



Lont4.nn Dcit

At yeu-ent, tfre Municipatity frai $ l3,iig,E13 inqagrat anl speciat 6onls anl now ad otfrzr [ong term le6*.

:r:l nnaffit rcprcsents an incre8e ol 16 perat uitfi. up*t to prbr year. .Ifiz 
Jollouig b a suttunary oJ tfiz

unia,tity'soll1st^ndine labt as oJ lun i0,2011nndtU\:

lllunicipality of Moca
Outstandirg Long.term Deba

June 30.2011 and 2010

201t 2010

Ceneral and special obligctions
Other long term debts:

Landfill obligation

CRIM-LIMS
ASES

Compensated absences

Total

$ 7,s89,760

2,475,UX

18,681

842,908

2,193.464

$ 7,818,320

2,.175,000

5,1,438

2,239,528

$ l3,l19,813 $ 12,587,286

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

Ifle ftrnnipatit! b se{rr,l anl aypointel olficiats an*ideret runy Jattoa u.$aL settin, tl;zJiseat y?aehLm11
6ulget. Onz of rtese Jactots b tfrz econonE. Atllod7 e.oflonX ateas considerel ie tfrz popitatton grotrl
utimatu, petana[ income, frou.sifiB statbtics aftt urcmp[oynent ratu.

'lfu ll:tuipatit! appket an agr*shte approarl in leaehpnent 6u$et utinotes. ,Ifre Muaitipatity eJtinates
tliat tfre anounts a,aita,lzJor approptiatiorc in tiz Qenerat fud.for tfuJbcat yeu 20ll uitt 6e $13.i, a nweose
of approTinuuty 4/o uirt respect to prbr yearJinat 6udget.

FINANCIAL CONTACT

'lfie Mufinipatiry's Jiruncb[ statenznts dre lesign,d to pretent use' (citi..t6, wa!e6, .rstone't ifi)esto$ ant
crelitors) .uitft a gewrat oaerztbw of tfir U{unicipatit!3 Jina.es anl to tenonstrate tfre Muniipatit!3
acarntaSihtg ll you liat). questiofis a6out thz report or need atlitionat Jirurciat in nratioit cofitact tfre
Munkipatit!'s Cfi* ie/ tinnncbt Officer on tfie *cond Jtoot oJ tt;e ,bun flitt, Moca, ,pue/to 

Ki.o UX76.

-8-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF MOCA

STATEMENT OF NET ASSETS
JUNE 30, 2011

Goveram€ntal
Actlvitles

Moca Houaing
ProlectAssela

Cash (Notes 2 and 5)
Cash wilh liscalagent (Notes 2 and 5)
Accounts receivable:

I\runicipal licenses laxes
Landlill

Due lrom other agencies (Not€ 9)

Olher assets
Bestricted iunds
Capital assels, net (Noto 'l'l)

Tolal assets

Liabilities and Net Assets

Liabilitiea
Accounts payable and accrued liabilities
Due to olher agencies (Note 12)

Generalobligalions:
Bonds
lnterest

0eierred revenues:
Municipal license tax (Nole 13)
Federal government (Note 13)

Noncurrenl liabililies: (Noto 15)

Due wjthin one year
oue in more lhan one year

Accrued inlerest
Total liabilities

Net Aagels
lnvestment in capitalassets, net o, related debt
Feslricled for:

Debl service
Capital proiects

Unrestricted
Iotal nel assets

Tolal liabilities and net assels

$ 4,461,740
3,705,5'0

1,770
142,4O7
52,145

52.322
25,207,504

$ 9s,258

11,893
248,010
601,738

s 33,623.798 956.899

$ B07,726
155,047

600,000
'157,596

840,118
27,327

911.587
12.204,226

169,332

88,065
60't,625

381,913
16,089,540

17,302,259

1,464,814
3,434,998

(4,667,813)
17,534.258

859.O22

97,877
97,877

$ 33,623,798 956,899

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

RECONCILIANON OF THE GOVEFNMENTAL FUNDS
BALANCE SHEET TO STATEMENT OF NET ASSETS

JUNE 30, 2011

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 theretore 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 assels of governmental activities

$ 5,828,480

25,207,504

(13,501 ,726)

$ 17,534,258

The accompanying notes are an integral part of these basic financial statements.
- 13 -
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COMMONWEALTH OF PUEBTO 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 YEAB ENDED JUNE 30, 2011

Net change in fund balances - total governmental funds

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

. Governmenlal funds report capital oulays as expenditures.
However, in the statement of activities, the cost ol those assets
is allocated over their estimated useful lives and reported as
depreciation expense.

. Revenues in the statement of activities that not provide current
financial resources are not reported as revenue in the financial
statements.

. Depreciation expense on capital assets is reported in the
statement ol activities, but they do not require the use of current
financial resources. Therefore, depreciation expense is not
reported as expenditure in governmental lunds.

. Governmental lunds report issuance of long-term debt as other
linancial 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 activities.

. 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; theretore, are not
reported as expense in Statement ol activities:
Accrued vacations and bonus, and other.

Changes in net assets ol governmental activities

$ 489,679

2,196,824

105,258

(1,730,336)

(395,000)

659,317

82,267

(796,844\

_$__q!,1_e!_

The accompanying notes are an integral part oI these basic financial statements.
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1.

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

ORGANIZATION

The Municipality of Moca, Puerto Rico (Municipality) was founded in 1772. fhe
Municipality is a political legal entity with full legislative and administrative faculties in
every affair ofthe municipal character, with perpelual succession existence and legal
identity, separate and independent from the central governmenl 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 wellas 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 legislalive by the Municipal
Assembly, which has 14 members. The members of these branches are elected
every four years in the Puerto Rico general elections.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

. Management's Discussion and Analysis - lntroduces the basic financial
statemenls and provides an analytical overview of the Municipality's ,lnancial
aclivities.

Government - Wide Financial Statements - This reporting model includes financial
statements prepared using full accrual of accounting for all of the government's
activities. This approach includes notjusi current assets and liabilaties, but also
capilal 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 nel assets as designed to display the
financial position of the Municipality, including capital assels and infrastructure.

-17-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

The net assets of the Municipality will be broken down into thrce categories;
invested in capital assets, net of relaied debt; resiricled: and unrestricted.

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

. Budgetary comparison schedules - Demonstrating compliance with the adopted
budget is an important component ofa government's accountability lo 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

ln evaluating how to define the Municipality for financial reporting purposes,
managemenl 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 governmenl 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 willon 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 signiticance of the
relationship between the entity and a primary government are such thatto 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
accountable should be reported as componenls units, A legally separate, tax-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

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 pdmary
government, or its component units, is entitled to, or has the ability to otheMise
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 otheMise access, are significant to the primary
government. GAAP details two methods of presentation: blending the financial
data ofthe component units'balances and transactions in a manner similar to the
presentation of the Municipality's balances and transactions or discrete
presentalion ofthe 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 ofthe nalure ofthe services they provide and
the Municipality's ability to impose its will.

Moca Housing Project is an 8o-unit multi-family housing projecl owned by the
Municipality as authorized transferfrom the SpecialTrustee 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 prqect is also subject
to Section I Housing Assistance Payments agreements with HUD, and a
significant portion ofthe Project's rental income is received from HUD. Also, the
Proiect is flnanced by a Mortgage of Section 515 Direct Loan.

b. Government-widE and Fund Financial Statemsnts

The government-wide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report informalion on all the activities of
the Municipality. For the most part, the effect of interfund activity has been
removed from these statements. Governmenlal activities are supported maanly by
taxes and intergovernmental revenues.

The statement ofactivities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses

- 19 -
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FtNANCtAL STATEMENTS (CONTTNUEO)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

are those that are cleady identifiable with a specific funclion or segmenl. 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 restricled to meeting the
operationalor capital requirements of a particularfunction or segment. Taxes and
other items not properly included among program revenues are reported instead
as general revenues.

The fund financial statements segregale lransactions related to certain functions
or activities in separate funds in order to aid financial managemenl and to
demonstrate legal compliance.

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

For the fiscal year ended June 30, 2011, the Municipality implemented
Government Accounting Standards Board Statement No. 54 (GASB 54), "Fund
Balance Repotting and Govemmental Fund Type Definitions'i The requirements
ofthis stalement are effective for financial statement periods beginning afrerJune
15,2010.

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

GASB 54 also provides guidance for classifying stabilization amounts on the face
of the balance sheet and requires disclosure of certain information about
stabilization arrangements in the notes to the financial statements. The definitions
of the General fund, special revenue fund type, capital projects fund type, debt
service fund type, and permanent fund type are also clarified by the provisions in
this statement.
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COi'MONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUEO}
FOR THE FISCAL YEAR ENDED JUNE 30, 201'

Measurgment Focus, Ba3is of Accounting, and Financial Statement
Presentation

The government-wide flnancial statements are reported using the economic
resources measurement focus and the accrualbasis of accounfng. 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 lhe cunent 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 liabilitjes 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 underan 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.

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

Privale-section standards of accounting and financial reporting issued prior to
December 1, 1989, generally are followed in the government-wide Unancial
statements to the extent that those standards do not conflict with or contradict
guidance ofthe GovernmentalAccounting Standards Board. As a generalrule, the
effect of interfund activity has been eliminated from the government-wide financial
statements.
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 201.I

Amounts reported as progtam 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 a;d contributions,
including special assessments. lnternally dedicated resources are reported as
general revenues 'ather 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 Iirst, than unrestricted resources
as they are needed.

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 lhose required to be accounted for in another fund.

. Housino and Urban Development proqrams (HUO programs)

This fund account for revenue sources for the development of viable urban
communities, decent housing, suitable ljving environment, rental assistance to
help very low-income families atford decent, sate and sanitary housing by
encouraging property owners to rehabiliiate substandard housing and leise
the unlts with rental subsidies to low-income family.

. State Assionmeni Fund

This fund used to account for transactions of the State Assignments by
Legislature Resolulions. The primarily objective of these assignments is the
development of projects on communities, notjorprofit organizations, purchase
ol equipmenl and indirect assignment to persons of low and moderate income.

. Loan lmorovement Fund

This fund is used to account for the financial resources used forthe acquisition
and constructjon, financed with the proceed of general obligation bonds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

. Debt Service Fund

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

d. Cash and Cash with Fiscal Agent

t.

The Municipality's Finance Director is responsible for investing available
resources. The Nilunicipality is restricted by law to jnvest only in savings accounts
with banks qu€lified as a depository of public funds by the puerto Riao Treasury
Department (PBTD) or in instruments of the Government Development Bank fo;
Puerto Rico (GDB).

Cash with fiscal agent in the capital projecls 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 Iiscal agent in the debt service fund represents special additional
property tax collections retained by the Commonwealth of puerto Rico and
restricted forthe payment oI the Municipality's debt service, as established by law.

lnterlund Receivables and Payables

Activities between funds that are representative o, lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either
due tollrom other funds (i.e., the current portion of intertund loans) or advances
to/from other funds (i.e., the non-current portion of interfund loans). All other
oulstanding balances behveen funds are reported as due to/from other funds.

Capital Assets

Capitalassets, 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.

-23_
ORTIZ. RIVERA, RIVERA & CO,

Suit l5l. t! Bor 70lj0. Sin Juri. PR 00916 7:j0. Phore 1787r156 8511. FN i7871t?l.0i6l



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

Capital assets purchased or acquired are carried at historjcal cost or estimated
historical cost. Contributed assets are recorded at fair market value as of the date
donated. Additions, improvements and olher capital ouflays that significanfly
extend the useful lifeof an asset are capitalized. Othercosts incurred for repairs
and maintenance are expensed as incurred. Depreciation in capital assets is
calculated on the straight-line basas over the following estimated useful Iives:

Buildings and building improvements
Furniture and fixtures
Vehicles and equipment

g. Fund Balances

Usetul Life

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

ln the current year, the Municipality adopted the provisions of GASB Statement
No.54, Fund Balance Repofting and GovemmentalFund Type Def,n,lrons (GASB
No. 54), which enhanced the usefulness offund balance information by providing
clearer fund balance classifications that can be more consistently applied. This
statement establishes fund balance classifications thal comprise a hjerarchy
based primarily on the extent to which the Municipality is bound to observe
constraints imposed upon the use of the resources reported in governmental
funds.

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

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

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

3) Commifted - Represent resources used for specific purposes, imposed by
formal.action of the Municipal's highest level of declsion maiing authority
(Municipal Legislalure through resolutions and ordinances) anO c-an onty bi
changed by a similar law, ordinance or resolution, no latei than the end of
fiscal year.

4) Ass,gned - Represenl resources intended to be used by the Municipality for
specific purposes but do not meet the citeria to be clasaified as restricted or
committed (generally executive orders approved bythe Mayor). lntent can be
expressed bythe Municipal Legislature, the Mayor or by an officialor bodyto
which the Municipal Legislature delegates authority in conformity with ihe
Autonomous Municipalities Act of puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance re-presents the
remaining amount that is not restricted or committed.

5') Unassigned - Represent the residual classilication for the Municipality,s
general fund and includes all spendable amounts not contained in the other
classitications. ln other funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific purposei for
which amounts had been restricled, committed, or assigned.

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

The Municipality reports resources constrained to stabilization as a specified
purpose (restricted or committed fund balance in the generalfund) only if: (1) such
resources meetthe other criteria forthose classifications, as described above and
(2) the circumstances or conditions that signal lhe need for stabilizalion are
identified in sufficient delail and are not expected to occur routinely. However, the
Municipality has not entered into any stabllization-like arrangements, nor has sel
aside materialflnancial resources for emergencies and has notestablished formal
minimum fund balance amounts as of and for the fiscal year ended June 30,
2011 .
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ln situations when an expenditure is made for a purpose for which amounts areavailable in multiple lund balance classifications, the [/unicip"titfrse" ,e"tricteO
resources first, and then unrestricted resources. Within unresiri"tdOiesorrc"", t"[/unicipality generally spends committed resources tirst, fotioweO-Oy assigneO
resources, and then unassigned resources when expenditures.

The classification of the l/unicipality,s individual governmental funds amonggeneral, debt service, special revenue, and capital-projects fund types used inprior fiscal years for financial reporting purposes wis noi afrJJteo oy ttre
implementation of GASB No. 54. In addition; the financiat positionianO the resutts
of operations reported in the accompanying fund financiarstatemenis as of and ror
the fiscal year ended June 30, 201.1 hav; not been affected for thii change tn
accounting principte. Accordingly, the accompanying fund financial statements
nave not reponed any retroactive restatements or reclassitications offund equities
as of July 'l 

, 2010.

h. Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and otherlosses. lnsurance policies are negotiated Oy'ine elerto Rico fr"u"rry
Department and costs are allocated among all the municipaljties of Fuerto Rico.

Cost of insurance allocated to the 
. 
Municipality and deducted ,rom the gross

property tax collections by the Nlunicipal Revenue Collection Center (the .CilM)
for the year ended June gO, 201 .t amounted to approximately SiAa,Af f. fne
current insurance policies have not been cance ed oi terminated. the CRIM atso
deducted by 9304,852 for workers, compensation insurance covering ill municipal
employees.

i. CompensatedAbsences

Employees are entitled to 30 days vacations leave and 18 sick days teave peryear. Stck leave is recorded asan expenditure in the year paiO. emjtoyees are
entitled to payment of unused sick leave upon retirement if have beei emptoyed
for at least 10 years in the municipal government. On ,July t ggZ, itate Law t SZ
supra amended the Article '12.0.16, Section b (2) of the Municipal Law, authorizing
the Municipality to pay any excess of vacationsand sick leau" i""rrrtat"O ou",the maximum previously permitted by law. Calculations musi Oe maOe unfif
December 31 ol every yeat. Excess of sick leave must be paid untii frifarctr gl
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December 3l of every year. Excess of sick leave must be paid untit March 31next.every natural year. Excess of vacations can be paid afier Juty t of everyfiscal year.

j. Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States ofAmerica requires managementto make
estimates and assumptions that affect the reported amounts of assets and
liabilities, and disclosure of contingent assels and liabilities at the date of thefinancial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most significant
estimates consist ofthe contribution received fiom the puerto Rico Electric power
Aulhority and the Municipal Revenue Collection Center caused bythe delay ofthe
notification of the actual revenues and expenditures to the plesented in the
financial statements of lhe agencies mentioned above.

k. Future Adoption of Accounting pronouncements

The GovernmentalAccounting Standards Board (GASB) has issued the following
statements that the Municjpality has not yet adopted:

Statemont
Number Statement Name

Adoptlon Required
in Fiacal Year

57 OPEB Measurement by Agent
Employees and Agent Multi-Employers
plans

60 Accounting and Financial Reporting for
Service Concession Arrangemenls

61 The Financial Reporting Entity: Omribus
- an amendment of GASB Statements
No 14 and 34

62 Codificatjon ofAccounting and Financjat
Reporting cuidance Contained in pre -
November 30, '1989 FASB and AtCpA
Pronouncements

(ll,lTll. RI\ tl{ \. Rl\'lrlti r.: ( (r

2011-12

2012-13

2012-13

2012-13
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Statement
Number Statement Name

Adoptlon Required
in Fiscal Yea.

63 Financial Reporting of Defened Oumowsof Resources, Deferred lnflows of
Resources, and Net posltion

64 Derivative lnstruments: Application of

_28_
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3.

Hedge Accounting Termination
Provisions - an Amendment of GASB
Statement No. 53

The impact ofthese statements on the Municipality,s financial statements has not
yet been determined.

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 wfh GAAP, and represenls departmental
appropriations recommended by the Mayor and approved by the Municipal
Legislature prior to the teginning of the fiscal year. Amendmenis 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 budgel including the operations 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. ihe
amounls budgeted under the Special Revenue Fund were excluded since they are
received and expended over a period of time which generally exceeds lhe cuirent
yeat -

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

The unencumbered balance of any approprjation 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 lrom the prior year is carried foMard 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, 20'11 representing the original budget.

b. BUdgeUGAAP Beconciliation

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 ditfer significanfly trom those used
to present financial statements in conformity with GAAp, a reconciliation of entity
and timing differences in the excess oI revenues and otherfinancing sources over
expenditures and other financing uses for the year ended June 30, 2011 is
presented below for the general and debt service funds;

General Fund Debt Service

Excess (deficiencies) of revenues over (under)
expenditures-budgetary basis

Entity ditferences:
Non-budgeted expenditures
Non-budgeted revenues
Non-budgeted transfers in
Non-budgeted translers out

Timing diflerences:
Current year encumbrances recorded as
expenditures for budgelary basis
Prior year encumbrances

Excess ol revenues over
expendjtures - GAAP basis

$ (98,s49)

u4,034
(577,845)

460

1221 ,14A)

$ 330,316

89,460
(460)

271,336
(260,806)

$ (242.518)
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c. Legal Compliance

The legal level ot budgetary control is at the individual department level for
general fund expenditures, and principal and interest due for the debt service
fund.

RECONCILIATION OF GOVERNMENT.WIDE AND FUND FINANCIAL
STATEMENTS

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 ot the
approximately $13.5 million differences are as follows:

Bonds payable
Landfill obligation
Compensated absences
Note payable
ASES
Accrued interest
CBIM.LIMS

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

$ 6,370,000
2,475,000
2,193,464
1 ,2 19,760

842,908
381 ,913

18,681

$ 13,501 ,726

DEPOSITS . CUSTOOIAL CREDIT RISK

Custodial credit risk is the risk that in the event of a bank railure, 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 Bico. ln addilion, the firunicipality
maintains deposits with the Government Development Bank for puerto Rico (GDB).
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The deposits at GDB of approximately $1.S million that are restricted principally for
capital projects and general fund, and the $2.1 million 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)
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.

6. PROPEBTY TAXES

The N/unicipal Bevenues Collection Center (CRllil) of the Commonwealth of puerto
Flico is responsible by law for the assessment, Ievy and collection of all real and
personal property taxes. The tax on personal property is sell assessed by the
taxpayer. The assessment is made in a return which must be filed with the CRIM by
May 15 ol each year. The tax on real property is assessed by the CR|N4. Th;
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 pald in full togelher with the return on or before
NIay '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 9.58% for real property and 6.58% for personal property. The
composition is as follows:

Real Personal

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

6.00%
1 .03k
2.75"k

4.000/0
1 .O3./o
.l .75"/"
(o.2v"l

otu%
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The Municipality's basic property tax rate represents the portion which is appropriated
for general purposss and accounted lor in the general Iund.

The "Additional special property lax - 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 CFItM and reported to the Nlunicipality.

The "Additional special property tax - state" is collected by the CFIM Ior the payment
of principal and interest ot general obligation bonds and certain other obligations
issued by the state government.

Residential real property occupied by its owner is exempt by lawlrom the paymentof
property taxes on the Iirst 915,000 oI the assessed value. For such exempted
amounts, the Department ol Treasury assumes payment of the basic tax to the
lvlunicipality, except for property assessed at less than g3,5OO, forwhich no payment
is made. Revenue related to the basic tax on exempt properh/ is recorded in the
General Fund when payments are received from the CRIM. Complete exemption lrom
personal property taxes up to an assessment of g5O,OOO is granted to merchantswith
an annual volume of net sales less than S150,000.

Prior to the beginning of each fiscal year, the CRIM informs the Nlunicipality of the
estimated amount oI property tax expected to be collected lorthe ensuring fisialyear.
Throughout the year, the CBIIV advances funds to the Municipality based;n the initiat
estimated collections. The CRIM is required by law to prepare a settlement siatement
on a fiscal year basis, whereby a comparison is made between the amounts
advanced to the Municipality and amounts actually collected lrom taxpayers. This
settlement has to be completed on a preliminary basis nol later than three months
after fiscal year-end, and a final settlement made not later than six months aft€r a
year end. lf the CRIM remils to the Municipality propeny 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 bythe CRllvl, a payable to
the CRIM is recorded at June 30.

Currenlly, the Municipality has received the preliminary setilementfrom CRIM related
to liscal year 20'10-11, but not the final setflement 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 year!, that when
received, the finalsettlement from CBIM willnotshowa significant ditference from the
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preliminary settlement and that such difjerence, if any, will not have a material effect
on the financial condltion of the Municipality.

Based on the preliminary settlement already received, for the year ended June 30,
2011 the amount collected from taxpayers and charges by CRllil received by the
Municipality is less than amount advanced by CFIM for the same period by
approximately $9,151. Such amount is presented as due to CRIM in the government
wide financial statemenls.

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 ai.june gO,
201 1 . The annual Municipal License Tax is determined based on the gross income of
allcommerce and industrial organazations who have operations in theMunicipality of
Moca, and are not totally or partially exempt under the lndustrial lncentive Law of
Puerto Rico.

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

Savings and loans associations ='1.SOo/.
Financing institution = 1.5Oo/o
Other organizations = .5O"/.

The amounts collected in advance are recorded as deferred revenues in the General
Fund. The N/unicapality invoiced and collected in advance during the current year
approximately $840,118, 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 l\,4unicipalities of puerto Rico a uniform municipal sales and
use tax of 1.5%. Effective August 1 , 2007 1ol. of the 1 .5% wi be colected by the
lvlunicipalities and the remaining .5% of the 1.S% will be collected by the puerto Rico
Department of Treasury.

8.
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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 salety costs. Amount
collected by the Commonwealth Government will be deposited in accounts or special
funds in the Governmental Development Bank of puerto Rico ('GDB,,), subject to
restrictions imposed and distributed as follows:

a. .2ok ol lhe .5ol. will be deposited in a "Municipal Development Fund. to linance
costs as restricted by the Act,

b. .2o/o ot lhe.5olo will be deposited in a "Municipal Bedemption Fund, to finance
loans to municipalities subject to restrictions imposed by the Act and,

c. .1% oI the .5./" will be deposited in a "Municipal lmprovement Fund,'to finance
capital improvement projects; these funds will be distributed based on
legislation from theCommonwealth'sLegislature.

DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Municipal Revenue Collection Center (Debt Service Fund)
Treasury Department of Puerlo Rico

Total

$ 10,4'13
41 ,732

_q__q2J4_
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10. INTERFUND TRANSACTTONS

a. Due From/To Othet Funds:

The due from and due to other fund balances as of June 30, 201 l

Receivable Fund Payable Fund

are as follows

Amount

General
General
General
Olher Governmental Funds
Other Governmental Funds

Other Governmental Funds
HUD-SBGP
State Assigment
HUD.SBGP
General fund

$ 499,420
2'12,284

16,638
25,500

100,000

$ 853,842

b. lnterfund Transters:

lnterfund transfers for the year ended June 30, 201 1 consisted ol the followang:

Transfer ln Transfer Out Amount

Debt Service
Other Governmental Funds
General Fund

General Fund
General Fund
Debt Service

$ 89,460
13t,688

640

$ 221 ,788

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 lhem,
(2) move receipts restricted to debt service from the fund collection the receipts to ihe
debt service jund 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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11. CAPITAL ASSETS

Capital asset activity for the Municipality for the year ended June 30, 2O1j was as
follows:

Primarv Covornm€nt

Governmental a.rivitia:

Capilal assels, noi being depreciated:
Land
Conslruction in progress

Tolaicapital assels, rot being depreciared

Capital assels, being deprccial€d:
Buildlngs and bLrilding improvemenis

Vehicles and equrpment

Tolal capiial assets, being deprecialed

Less accumulated depreciaiion for:
Buildings and burld ng improvements

Veh cles and equipment

Tolal accumulated depreciation

Toralcapital asseis, beinq depreciated, net

Governmenial aciivities capilal assets, net

Balanc€
Jun€30,2010

s 3,259,256 $ 118 000
l,077,7n 3&,127
4,337,033 501,127

14344,027 1,2A9,5t4
1,041,565 141,054
4284,A62 203,669

10,390,112 1.456,232
38.064.566 3.090.459

4,788,317 418,383
722,236 86,569

6,073.285 664.325
6,182,003 561,059

17.765,441 1,730,336

20.298,725 13@,133

$ 24.635,758 S 1,86!.260

Balanc6
Decrease! June30.2011

$ $ 3,377.256
1,289.514 171 390
,,289,5t4 3.5€.646

19,637.541

1,182.619
8,484,$1

11.846.344
. 41.155.035

5,206,700
808,805

6,737,6r0
6,7€,062

19,496,177

21,658,858

Depreciation expense was
follows:

General government
Public safety
Recreation
Public works

Total depreciation expense-governmental activities
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Capital asset activity for i/oca Housing poect, a discretely presented component
unit, for the year ended June 30, 201i was as follows:

Comooneni Unit-Moca Houltno prot€ct

capdal assets, not being dep.ecatedi

Total caplalassets, nol being depreciaied

Capital assets, being depreciated:

Buildings and building imp.ovemenls

F!hiiurs and lixrures

Total capitat asseis, beirg depreciaied

Less accumulated depreciaiion
Total accumutaied depreciation

Tolal capiEl assets, being depr€.iated, nei

lMoca Housing Prcle.t capitai assets, nei

Juno 30.2010 tncr*k Jun€30,2011

6a 916
2,110.38a

358,346
48,850

2.@0.784

2.059.946
2,059,946

540,$a

$ 601,738

88,409
20,894

2,090
2,305
9,r51

$ 60.900
60.900

68.9r6
2.110,388

356 014
47,573
14,284

2,597,175

1,997,205
1,997,205

599,970

s 660.870

?.332
1 277

s 60,s00
60 900

62,741
62.741

s r59.r32r

12. DUE TO OTHER AGENCIES

Due to other agencies at June 30, 2011 are as follows:

Puerto Rico Retirement System Administration
Puerto Rico Water and Sewer Authority
Puerto Rico General Services Administration
State lnsurance Corporation
Municipal Revenues Collection Center
U. S. Department ol Housing and Urban Development

Total

32.198

'155,047
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

13. DEFERRED REVENUES

a. Municipal License Tax

The deferred revenues of $840,'118 in the general fund related to municipal
license tax collected in fiscal year 2010-11 that will be earned in fiscal year
2011-12.

Federal Government

The deferred revenues presented as federalgovernment represents the portion
of federal grants received for which qualifying expenditures have not been
incurred. The amounls were determined taking into consideration the specific
years of the grant. The balance of $27,327 in the HUD Program is related to
the Section 8 Existing Program.

14. INTEFGOVERNMENTAL REVENUES

lntergovernmental revenues consist mainly of collections lrom the Commonwealth ot
Puerto Flico and the CFllM, payments in lieu oI taxes from the Puerto Flico Electric
Power Authority and lederal financial assistance received from the lederal
government,

The general fund intergovernmental revenues are as follows:

b.

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

Total

$2,045,430
181,464

4,422,778

$6,649,672

-38
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COMMONWEALTH OF PUERTO FICO
MUNICIPALITY OF MOCA

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

15. LONG-TEBM DEBTS

Bonds and other long-term liabilities outstanding at June 30, 201 1 are as follows:

Bonds

$2,780,000 series of 1995, payable in annual installments ot
$40,000 io $270,000 until July 1 , 2O'17, interest ranging from
4.7o/o to 6.63%.

$430,000 series ot 2002, payable in annual installments oI
$5,000 to $35,000 until July 1, 2027, interest ranging from
5o/o to 6.50/o.

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

$265,000 series o12006, payable in annual installments oI
$5,000 to $25,000 until July 1 , 2030, interest ranging from
6.25o/o to 7.25o/6.

S635,000 series o, 2007, payable in annual installments oI
$25,000 to $65,000 until July 'l , 202'l , interest ranging from
6.60o/0 to 7.25o/o.

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

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

-39-
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$ 1,320,000

350,000

370,000

235,000

490,000

390,000

870,000



$2,045,000 series of 2009, payable in annual insta ments of
$25,000 to $165,000 until July 1, 2034, interest from 6.000/0 ro
7.OO./..

$2,755,000 series of 2010, payable in annual installments of
$30,000 to $50,000 until July 1,20'17, inlerest from 6.000/0 to
7.50%.

$115,000 series ol 2011, payable in annual installments of
$5,000 until July '1, 2034, interest from 6.00010 to
7.50"/".

Total bonds payable

Notes

COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FtNANC|AL STATEMENTS (CONTTNUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2011
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$ 1,985,000

245,000

115,000

$ 6,370,000

$385,000 series ot 2006, payable in annual installments ot
$45,000 to $65,000 until July 1, 2012; interest ranging
lrcm 4.23/" to 5.330/". $ 65,000

$835,000 series of 2008, payable in annual installments ol
$95,000 to $150,000 until July 1 , 2008, interest ranging from
6.48'/" to 7.5O"/". 41O,OOO

$890,000 series of 2008, payable in annual installments ot
$100,000 lo $160,000 until July 1 , 2015, interest ranging from
5.4O"/" to 7.5OoA. 565,000



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

Note payable to CFlllil (Financing oI delinquent accounts) - On
April 2, 2002, lhe Municipality entered into a financing
agreement with the CBIM in the amount of $260,'193 to
finance delinquent property tax accounts sold to private
investors, under the provision ol Law No. 146 of October 1 

'1,

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
lnlerbank offered Rate (LIBOR) and is due on December 1,
2032. As described in Law No. '146, interest payments ror the
first five years will be financed through .48% oI the net
increase oI 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

Other Lono-term Liabilities

Note payable to cRlM (LIMS) - on June 27, 2001, lhe
Municipality entered into a financing agreement with the CRIM
in the amount of $286,847 for the payment of the
Municipalivs share of the cost of a management information
system (LIMS) acquired by the CBll\il for the management of
taxpayeis properties located in Puerto Flico. The note is
payable in semiannual installments of $38,472, including
interest of 5.95% and is due on November 28, 201 '1 . Amount
is financed wilh unrestricted funds through withholdings from
the advances of property tax and amounts of municipal
equalization fund sen to the Municipality by the l/unicipal
Bevenue Collection Center (CBl[/).

Total other long-term liabilities
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

The annual debt service requirements for the bonds payable and notes payable at
June 30, 20'l 1, are as follows:

Principal lnterest Principal lnteresl

2012
2013
2014
2015
2016
2017-2021
2022-2026
2027-2031
2032-2036

s 350,000
375,000
400,000
435,000
475,000

1,420,000
1 ,1 15,000
1,210,000

590,000

_99.929pq9_

$ 327,449
359,223
338,417
316,281
291,547

1 ,142,9't 6

832,229
464,207
74,375

$ 323,560 $ 54,464
278,560 54,149
303,s60 38,94't
168,560 19,984

8,560 9,051
42,800 37,271
42,800 23,960
42,800 10,649
8.560 532

$ 4,150,644 $ 1,219,760 $ 249,001

Comoonent Unit

The mortgage payable by the discretely component unit is owed by Moca Housing
POect and consists of an 8% mortgage note, payable in monthly installments of
$1 1,454, including interest, until 2017, collateralized with land and building.

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

Year Ended
June 30, Amount

2012
2013
2014
2015
2016
2017

$ 88,065
94,996

102,473
110,537
293,520

99

$ 689,690
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF MOCA

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

Landlill Oblioations

State and federal laws and regulations require the lvlunicipality to place a final cover
on the Municipality's landfill site when it stops accepting waste and to perform certain
maintenance and monitorang functions at the site for 30 years after closure. ln
accordance with Statement No. tg of the GASB, "Accounting for lilunicipal Solid
Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed
a study oI the activities that need to be implemented at the Nilunicipality,s landlill 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.S million
as the lvlunicipality's estimated current cost for landfill closure as o, June 30, 2010.
The reported liability represents the total estimated cost of closure since the
Nlunicipality expects to close the landfill in the year 2O'11. Actual costs may be
dilferent due to inflation, changes in technology, or changes in laws and regulations.
The balance oI closure and postclosure costs oI $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, 201 1.

Long-term liability activity for the year ended June 30, 201 I was as follows:

addl on.

Gowmn.drd A.ilvirl6:

Olh.r loneiorm llsbllhl..:

govemmenlaladvirEs

Torai rc.c!rcnt'abir lies
govehme.ta activ lies

P5F.nt

1.219,760

7,539,760

2,1 ,434

7 313 320 395.000

2 239,524

4.763 966 U2 sJA

$ ,2s37.236 $ 1.237.9OA

46,064
13,641

219346

s i3rr9.313

$s
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COMMONWEALTH OF PUERTO BICO
MUNICIPALITY OF MOCA

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

16. FUND BALANCES

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

oddopmoi st.r.
Progranr A.6lgndl

$ 735,559 5 s $ 354.399 $1.5A9.958

2,045,0O0

17. FUND BALANCE DEFICIT

The following funds had a delicit in

HUD Program

Total

The deficit ol this fund will

s2.391.a02 s].0(t.196 $1,464 414 5 1097,037 55 824,ta0

fund balance at June 30, 2011:

Deficit

$ 305.365

$ 105365

in fiscal year 2012.

Gene.al qo€.noent

Genoral9owhm6.l

164,177

146,360
3,566

500
(134,38e) 

-___..ljg1g3l
$135,945 $ (305,3651

1656,2,13 1.043,196
1@,177

416,144 3,176,1A2
1,464,914

14{i,360
3,566

104,3'17
4,379

1',l,113
500

(234,055) {341 ,9€6)

Fund

be eliminated by grant proceeds

-M-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

18. NET ASSETS

Net assets invested in capitalassets, net o, related debt iscomprised of the following:

Capital assets, net ol accumulated depreciation.
Outstanding balance on capital related debt
Unspent capital debt proceeds

Total invested in capital assets, net of related debt

19. RETIFEMENT PLAN

$25,207,s04
6,370,000
1.535.245

$12t302259

Plan Description

The Employee's Relirement System ol the Government of puerto Rico and its
lnstrumentalilies (ERS) is the administrator of a cost-sharing multiple-employer
retiremenl system established by the Commonwealth of puerto Rico. The System
was created under the ACT 447, approved on May '15, 1951 , as amended, and
became effective on January 1, '1952.

EBS 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 retirement's systems.

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

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

lvlembers who have attained an age ol at least fifty{ive (SS) years and have
completed at least twenty-five (25) years ot creditable service or members who
have attained an age of at least fifty-eight (58) years and have completed at least
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

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

Participants who have completed at least thirty (30) years ofcreditable 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% ofthe 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 ot May 15, 1951, which
created ERS, was enacted with the purpose of establishing a new pension
program (System 2000). Employees participating in the current system as of
December 31 , 1999, may elect to stay in the detined benefll plan or transfer to the
new program. Persons joining the Municipalityon or after January 2000, willonly
be allowed to become members of System 2000. System 2000 will reduce the
retirement age from 65 years to 60 for those employees who 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. Benetits
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 o18.275o/o ot lhe employee's salary upon
to a maximum ot 10%) will be invested in an accountwhich willbe either: (1) earn
a fixed rate based on the two-year Constant Malurity Treasury Note or, (2) earn
rate equal lo 75yo 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 iheir accrued balances. Disability pensions will not be granted
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUI'IE 30, 201I

under System 2000. The employe/s contribution (9.275% ol 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"/. ol gross salary in excess o, $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, 20'1'1
was approximately $397,375. The N,lunicipality's payrollfor employees covered by
EBS was approximately $5.5 million. The Municipality total payroll for all
employees was approximately $7.0 million.

Additional inlormation on the ERS is provided in its financial statements for the
year ended June 30, 2010, a copy of which can be obtained from the ERS,
Minillas Station, PO Box 42003, San Juan, PR 00940.

20. RISK MANAGEMENT

The Risk Management Division oI the Municipality's Legal Department is responsible
oI 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
lnsurance at the Department ol the Treasury ot the Commonwealth oI Puerio Flico
who is responsible for purchasing all property and casualty insurance policies o, all
municipalilies.

21. 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.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDEO JUNE 30' 2011

b. Total income trom leases during the year ended June 30, 201 1 was approximately

$17 ,246.

c. The Municipality relains title to its leased property. The lessee pays taxes,

licenses, insurance, and maintenance costs of the leased assets.

Leasing arrangements with the l\Iunicipality as lessee

The lvlunicipality is obligated under noncancellable operational leases, with periods

not longer than one Year.

LANDFILL CLOSURE AND POSTCLOSURE COSTS

The Municipality adopted the provisions of Statement No. 18' Accounting lor
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 landfillcosts owned by governmentalentities
(includingihe Municipality)thal are required by federaland 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 l/unicipality has determined lhat the present value of
total estimated closing costs and post closing care costs amount to $2,475'000.
(see Note '15).

CONTINGENCIES

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

expenditure disallowances under the terms of the grants, management believes
that any required reimbursements would nol be material.

b. The Municipality is a defendant and/ol co-defendant in various lawsuits which

claims for actual damages. Some of these lawsuits are covered by insurance The

lvlunicipality's management and outside counsels be!ieve that is probable that any
potential liability that might exist, if any, in excess oI the insurance, will not
aflect significantly the financial position of the Municipality.

23.
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

24. COMMITMENTS

The Municipality of Moca had several outstanding or planned construction proiects as

of June 30, zO.it . tnese projects are evidenced by contractual commitments with

contractors. The construction projects are commitments of the Other Governmental

f und that amounted to approximately $'1,457,693.

25, SUBSEOUENT EVENTS

ln preparing these financial statements, the l\ilunicipality has evaluated events and

tra'n.u"iioni to, potential recognition or disclosure through December 19' 201 1 ' the

date the financial statements were issued.
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COMMONWEAITIT OF PUERTO RICO
UUNICIPALITY OF MOCA

SCHEDULE OF EXPENOIIUNES OF FEOEFAI AWAFDS
FOF THE FISCAT YEAF ENDEO JUNE 3II. 2O1I

Federal Grantor/Proqram Tlll€
CFOA

Exp€ndllur€t

s 321,606
713,430

U.S. Oepanment ot Hourlng and U6rn
oev€lopment (HUD)

S€€tion 8 Vouche.s Prograd
Pass-ihrouoh Siaie 'Commonwsalih ol Pueno Fico/Cohmissions Oltic€ ol

MunicipalAllans - Communily Dovelopmonl Block Granl - Stal€s Prooram
SAGP

Pass-rhrough Slal€ -Commonwealth ol Pleno Rico/Comrnissions Oltice ol
MunicipalAlans - Communily Oevelopmeni Block Grani - Slaies Program
SAGP,AFFA

Passthrough Departmenl ol Famlly:
Homeless Prevention And Bapid Bg-Holsing
Prcgam (Fecovery Acl Funded)

sublolalu s. Depadmenl ol HUo

U.s. ospa.tm€dt ot Labor
Pass-thrcugh Human Besources and Occupai onal Oevelopment CoL'ncil:
Yolth Prcgram rciivilies

slbrotaru.s. Deparimeni ol Labor

U.S. O€pa(m€nt ol H6alth and Human Servlces (HHS)
Pass.through lhe Puedo Bico Elderly Commission:

Special Programs for lhs Aging - Tille lll. Parl B Grants lor Supponiv6
servi.es and Senior Centers
Sp€cialPrcgiams for rh6 AgingTitle lll, Pad E, NationalFamily
Caregivsls Suppori

SubiotalU S Depanment ol HHs

U.S. Department ot AgrlculruIe

Housing Prcserualion Granl
sublotal u.s. oeparimenl of Aqriculiure

U.S. oepartmonr ol Educatlon
Passthrouqh Deparimeni or Educaiion

Tecnology wilhoul iimils
sublolalu.s oepadhenr ol Educal on

U.S. Deparheni ot Homeland Securlty
Pass'ihrough Puerto Rico Govemo/s Oflice (Governor's Allhoi2ed

Aepres€nrative GAn Hazad Miligalion
SubtolalU.S. Oepadmenl ol Homeland Securiiy

U.s. Deparhenr ot Emrgy

En6rgy Etticiency and Conservaion Block GGnl
subtoralu s. oepanmenl ol E,rergy

U.S. Dspanmsnt ot TaNpo.ta0on
Pass-rhrough Depadmenl o, Transpodalion (Traific Satety Commission)

State and Communiiy Highway
slblotalu.s. Depa ment ol Transporlaion

t4.871
14 229

14.255

11257

17.259

93.044

s3 052

10.433

BP031

97.039

81 128

174,497
1,427,134

123,946
123 946

213,196

49,703

10 034---------ft-et

153,587---------l 5530-7-

8,032-----------n-5-

s I 814 723

See notes to schedule ol expenditures of federal awards.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule ol Expenditures of Federal Awards includes the federal
grant activity ot 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 ol OMB Circular A-133. Therefore, some amounts presented in this
schedule may differ from amounls presented in, or used in the preparation of, the
basic Iinancial statements.

BASIS OF PRESENTATION

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

2.

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

Total expenditures per schedule of expenditures
of federal awards

ExDenditures

$ 't ,427 ,138
77,718

8,032

30'1 835

$ 1,814,723
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INDEPENDENT AUDITOBS' REPORT ON INTEBNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

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

To the Honorable Mayor and
Municipal Legislature
Municipality of Moca
Moca, Puerto Flico

We have audited the linancial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the l\ilunicipality of lvoca, as of and for the
year ended June 30, 201 '1 

, which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated December '19, 2011. 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 o, the United States.

lnternal Control over Financial Beoortino

l\ilanagement of the Municipality is responsible for establishing and maintaining elfective
internal control over linancial reporting. ln planning and performing our audit, we
considered [/unicipality of lvloca's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
oI the Municipality's internal control over financial reporting. Accordingly, we do not
express an opinion on the eflectiveness of the Municipality's intelnalcontrol overlinancial
reporting.

A deliciency in internal control exists when the design or operation ol a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct misstatements on a timely basis. A material
,yeak ess is a deficiency, or combination of deficiencies, in internal control, such that there
is a reasonable possibility that a material misstatement ot the entity's financial statements
will not be prevented, or detected and corrected on a tamely basis.
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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
deliciencies in internal control over financial reporting that might be deficiencies, significant
deficiencies or material weaknesses. We did not identity any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined
above.

Comoliance and Other Matters

As part o, obtaining reasonable assurance about whether the Municipality of lvloca's
financial statemenls 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.

This report is intended solely for the intormation and use of management, Commissioner
Office of Municipal Affairs, others within lhe entity and the federal awarding agencies and
pass{hrough entities and is not intended to be and should not be used by anyone other
than these specified parties.

San Juan, Puerto Rico
December 19. 2011

The slamp E16525 was
lo lhe originalo,lhis
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH
REOUIFEMENTS THAT COULD HAVE A DIRECT AND MATEFIAL

EFFECT ON EACH MAJOB PROGRAM ANO ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE

WITH OMB CIRCULAR A.133

To the Honorable Mayor
and Municipal Legislature
[/unicipality of Moca
lvloca, Puerto Rico

ComDliance

We have audited Municipality of Moca's compliance wiih the types ol compliance
requirements described in lhe OMB Circular A-133 Compliance Supp/ement that could
have a direct and materialeffect on each lvlunicipality of l\,1oca's majortederal programs for
the year ended June 30,2011. lilunicipality of lvloca's major federal programs are
identified in the summary of audito/s results section ot the accompanying schedule oI
findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts and granls applicable to each of its major Iederalprograms is the responsibility oI
Municipality of Moca's management. Our responsibility is to express an opinion on
Municipality of Nloca's 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-
Protit Oryanizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
lypes of compliance requirements relerred to above that could have a direct and malerial
effecl on a maior federal program occurred. An audit includes examining, on a test basis,
evidence about Municipality of Moca's compliance with those requirements and pertorming
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 N/lunicipality o, [/oca's compliance with those requirements.
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ln our opinion, the Municipality of Moca, complied in all material respects, with the
requirements referred to above that could have a direct and material eifect on each of its
major federal programs for the year ended June 30, 201 1 . However, the results oI our
auditing procedures disclosed instances of noncompliance with those requirements, which
are required to be reported in accordance with Ol\ilB Circular A-133 and which are
described in the accompanying schedule ol findings as questioned cost as items 1 1-1
through 11-2.

lnternal Control over ComDliance

lvlanagement of Municipality of Moca is responsible for establishing and maintaining
etfective internal control over compliance with the requirements o, laws, regulations,
contracts and grants applicable to federalprograms. ln planning and performing our audit,
we considered Municipality ot lvloca's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program to
determine the auditing procedures for the purpose ot expressing our opinion on
compliance and to test and aeport on internalcontrol over compliance in accordance with
OMB CircularA-133, but not for the purpose of expressing an opinion on the effectiveness
o, internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness o, the Municipality's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
controlover compliance does not allow management or employees, in the normalcourse of
performing their assigned functions, to prevent, or detect and correct, noncompliance with
a type ot compliance requirement of a tederal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis.

Our consideration oI internalcontrolover compliance was forthe limited purpose descrabed
in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over compliance that might be deficiencies, sagnificant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be malerial weaknesses, as defined above.

Municipality's responses to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit lvlunicipality,s
response and, accordingly, we express no opinion on it.
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This report is intended solely for the information and use of management, Commissioner
Office oI Municipal Affairs, others within the entity and the federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other
than lhese specified parties.

San Juan,
December

Puerto Rico
19, 201 1

l;s3;"ro3rr^o i C.

Ths stamp El6526 was
to ihe oiginal of ihis
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

1. SUMMARY OF AUDIT RESULTS

Financial Statements

Type ol auditor's report issued:

lnternal control over financial reporting:

Material weakness (es) identilied?

Significant deficiency (ies) identified?

Noncompliance material to financial statements noted?

Federal Awards

lnternal control over maior programs:

Material weakness (es) identified?

Significant deficiency (ies) identilied?

Type ot auditor's report issued on compliance for major
programs:

Unqualilied opinion

ldentification ol major programs:

14.224
14.255
14.257

Yes X No

Yes X No

Yes X No

Yes X No

X Yes No

X Yes No

Unqualilied opinion

Any audit findings disclosed that are required to be reported
in accordance with section 510 (a) of OMB Circular A-133?

X Yes No

SBGP
SBGP - Recovery Act Funded
Homeless Prevention and Rapid Re-Housing
Program

Dollar threshold used to distinguish between type A and Type B programs: S300,000

Audited qualilied as low-risk auditee?
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COMMONWEALTH OF PUERTO RICO
MUNTCIPALITY OF MOCA

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

2. FINOINGS. FINANCIAL STATEMENTS AUDIT

None

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

a, Community Development Block Grant - CFDA No. 14.228

Conditlon 11-l - Program lncome

The lvlunicipality did not comply with the requirement of preparing and filing the
program income quarterly report for the period ended September 30, 2010,
December 2010, l\4arch 31, 20'11 and, June 30, 2010, in a timely basis. During
our examination, we noted that the Municipality did not send or not send in time
the quarterly report for the following period ended:

Report Report Period Oue Date Submitted

September2010 Julyto September 2010 10/30/10 11/2t10
December2010 October to December20l0 1l3ll11 3l1Dl11

[,4arch 201 1 January to March 20'11 4l3ol11 Not submitted
April to June 2011 7131111 Not submitted

The above situation occurred because the Nilunicipality did not ensure to veritythe
due date to submit this report to the Agency.

Effect

The program is not an compliance with the program income regulations.

Criteria

Based on the OCAlil Circular 2008-11, the program income quarterly report for
period, must be submitted on the established date.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

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

Recommendation

The Federal Program Oftices should establish a schedule of the due date of the
required reports by the Agency in order lo comply with all ol them.

Questioned Costs

None

b. Homeless Prevenlion and Rapid - Re Housing - CFDA No. 14.257

Condition l l-2 - Period ol Availability ot Federal Funds

The Municipality did not comply with the requirement thatthey mustspend at least
60 percent of such lunds within 2 years of the date on which funds became
available for obligation and spend 100 percent of such funds within 3 years of
such date.

Cause

The lilunicipality did not spend at least 60 percent of the funds in two years.

Effect

The lilunicipality is not in compliance with the period of availability of funds.

Criteria

Based in the American Recovery and Reinvestment Act of 2009 (ARFA, '123 Stat
221), the lilunicipality has a period of 2 years to spend at least 60 percent of funds
and 3 year in which the 100% of funds should be spend.

Recommendation

The Municipality musl establish procedures to increase the expenses in the next
months in order to comply with this requirement.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

SCHEDULE OF FINDINGS AND OUESTIONED COSTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2OT I

Questioned Cost

None

-60-
ORIIZ. RIVERA. RIVERA & CO.

Sune lil. PO Bo\ -irrl50. Srr lutrD PR (il9l67:50'Phorirsl ij6liill.Fr\rii1).1710501



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

SCHEDULE OF STATUS OF PRIOR YEAR
AUDIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

The Municipality ol Moca has no prior years audit findings.
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CORRECTIVE ACTION PLAN
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CORRECTIVE ACTION PLAN

December 19, 2011

377- 1560

Cognizant or Oversight Agency for Audit:

Municipality ot Moca respectfully submits the tollowing corrective action plan for the

year ended June 30, 2011

Name and address of independent public accountingfirm; Ortiz' Rivera' Rivera & Co''

diii" r si, io e* 20250, San Juan, Puerto Rico 00936-7250

Audit period: Fiscal year ended June 30, 2011

The findings from the June 30, 2Ol'1 schedule of lindings and quesiioned costs are

discussed below. The findings are numbered consistently with the numbers assigned in

the schedule.

FINDINGS . FEOERAL AWARD PROGMM AUDITS' HOUSING AND URBAN

DEVELOPii|ENT

Finding 11-1: SBGP, CFDA No 1/r'228

Reportable Condition: See Condiiion 11-1

Recommendation

The Federal Proglam Otflce Director

the required reports by the Agency in
should establish a schedule of the due date of

order to comPlY with all of them'



Action Taken

The Federal Program Ofric€ Direclor is monitoring all due dales, in order to give the

fottow-up necessiry to comply with the requirement and also mada the ones not

submitted

Findlng ll-l: Homalo33 Prevontion and Rapid' Rehousing, CFDA No''14'257

Reoortablo Condition: See Condition 11-2

Recommendation

The Municipality musl establish procedures to increase the expenses in order to

comply wiih this requirement.

Action Taken

TheFederalProgramof,iceDirectolismonitoringtheexpenseslorthenextmonthsin
oroer to compty iith the 100 percent of the approved funds in three years' They made

n"*ip"p"r" ina bultetin announcements in Moca to increase the participanls in order

to increase the expenses and complied with the requirement establish

lf the Cognizant or Oversight Agency for Audit h1s questions regarding this plan' please

call Oscai Nieves. Federal Program Oirector, at (787) 877-6000'

oscar Nieves
Federal Program Director

Cordially,


