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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Municipal Legislature

lvlunicipality of Moca
Moca, Puerto Rico

We.have audited the accompanying financial statements of the governmental activities,

:,11T]"l,tiid_ 1l9.the aSsregate remaining fund informarioi oithe Municipatity oi
lf:1-T,.9.1 ?!9 f"j the year ended June 30, 2012, which co ectivety comprise the
Munrcrpa ry s basrc itnancial statements, as listed jn the table of contents. These financial
slatements.are the responsibility ofthe Municipality,s management. Ouiiesponsibitity is to
express opinions on these financiar statements bised on o-ur audit. we did not audit thefinancial statements of Moca Housing project, as of June SO, iOiZ- Those financial
statements were audited by other audiiors hose report thereon tras been furnisheA to us,
and our opinion, insofar as it relates to the amounts includeO tor Moii tt-ousing pOect, is
based on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in theUnited States of America; the standards appticalble to finariciai auiits contatned incovemment Auditing Standards, issued by the bomptroller Generaioitne UniteO States oiAmerica. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financiar statements An audrt arso inctuoes asie"ssint the accountingprinciples used and significant estimates made by management, ii weii Js evaruating tneoverall financial statement presentation. We believe thal our aud it and the report of other
auditors provide a reasonable basis for our opinions.

strtcl5l.POBo\i0150-San.luan.PR.U1916.7250.Phom(787,756-8511.E t787)174-i1562

Ortiz. Rivera. Rivera & Co
Cerlliied Pub c Accouilants and 8us ness Ad! s0rs



ln our opinion, based on our audit and the report of other auditors, the financial statements
referred to.above present fairly, in all material respects, tt 

" 
,especiire iinancial position ofthe discretely component unit, each malor fund, anO tne aggregaL remaining fund

ll:11,iliii:l ,|r9. Munrcrpatiry of Mocaa!ofJuneso zorz, ri; iEspective charises in
flnancrat posttron thereof, and the respective budgetary comparison for the generil anddebt service fund, for the fiscal year then ended ii conformity witn accounting princlples
generally accepted in the United States of America.

ln accordance with Govemment Auditing Standards, we have also issued a report datedDecember 28, 2012, on our considerition of the Municipalitys rnternat control overfinancial reporting and our tests of its compliance witn'ceriain flvisions of laws,
regulations, contracts, grants, agreements and other matters. The purpose ofthat report isto describe the scope of our testing of rnternal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
conlrol over financial reporting or on compliance. That ;eport is an i;tegral pan of an auditperformed in accord ance with Government Auditing Standards and shiuld be considered
in assessing the results of our audit.

Accounting principles generally accepted in the united states of America require that the
management's d/bcuss/on and analysis infomation on pages 4 to g, be presented to
supplement the basic financial statements. Such rnformatio-n, although nota part ofthe
basic financial statements, is required by the Governmentar Accountiriq standards Board
who considers it to be an essentialpart offlnancial reporting forplacing the basicfinancial
statements in an appropriate operational, economic, or histiricai conte-xt. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards genera[y accepted in the united stat;s of America, which consisted of
rnqurres ot management about the methods of preparing the information and comparing
the information for consistency with management,s resplnses to our inquires, the basiifinancial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide ui with sufficient evidence
to express an opinion or provide any assurance.

Our au.dit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Municiparity of r\rroca'siinanciar statements. The schedute of
expenditures of federal awards, as required by lJ.S. Office of Management and BudgetCicular A133. Audits of States, Locai Goiernments, and Non_Frofit Organizations
(Circular A-133) is presented for purpose of additional analysis and is not a required pa( of
the financial statements. Such information rs responsrbility of the management and was
derived from and relates direcfly to the undertytng 

"""orniing 
and othe;records used toprepare the financiar statements. The.informati;n has bee; subjected to the auditingprocedures applied in the audit of the basic financial statements ind certain additionalprocedures, including comparing and reconciling such information direc y to the underlying
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accounling and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with audjting
standards generally accepted in the United States of America. ln ouropinion, the schedu/e
of expenditures of federal awards is laily stated in all material respects in relation to the
financial statements as a whole.

San Juan, Puerto Rico
December 28, 2012

The slamp E41555 was
to the original of this report
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Estado LiSre n sociato Oe eaelto Rko
MUMCIPIO DE MOCA

frlocq eucrto eico

MUMCIPALITYOFMOCA
MANAGEME\N'S DISCUSSION AND ANALYSIS

yr*.qr.^r": o/ t? Xtunnytitl,o/ oa (tfre .rtunnrytit ,) 
prol.l,tes Lfr\, ,tanagenent\ tDutustnn anl

"ylr* E.:y ,.1*^!ot:rf t- batir fMnra[ statemmls tu an ot ernttl auI inatlss of tfi{ lnakuta(uutEs oJ th? unripafrrl for tfu f.sca[ var entef, ]urv t0_ 2ot2 tie eacouragc iealeri to tonstder tfre
tnJonfl4hofl ptetenled h?r. in rcnjuvton wtt6 tfie addtwnat nfonruton tfrat ic frave fumbhe[ rn tfre
ac annp aqrng 6 as i f nancia I s ta te ne n ts.

USING THIS ANNUAL REPORT

T: :ily.t i*" *yu of a.seria of ww Jinaflcia[ $atements witfr a cfruge ia ttu Jocus Jron prnbus
Inavul t:atencnts. Ifu ne@Jocu b on 6oth tfre giuniclpa1q &, a whote (giennent wite)1d t)h" ,*.1o,nnru ua{ jtn& $otfr- pers?ertn/es (govemnott-wile ,r,t i,a\* y"rrt1 otii- tfre user to afiress nbvant
questa$, 

-,roaden 
a boj,s Jot rcfipanson ()ear to )ear ol Boverinufit to gove/n nent) anl enfiance tfre

,lunicipa6t)' t accountabi^t).

FINANCIAL IIIGHLIGIITS

. ,Ifre raunicipaaL, net erseL, f,ecreose{ 6} I E19,85O.

. Ifl tfreJuntfnaiciaf statenznu, genelaryltnt 6atan es hnease{ b rqg5,624.. Ca?itaterecn&tures amounu[to i 1,925,930.

GOIV'ERNMENT.WIDE-FINANCIAL STATEMENT

'Ile gwemnett-uile fnancia[ statenefits are ier$ae[ to prwite reatet u,,itfr a 6roa[ wenrcw of tfre
hlunicipaktl's opetutbns ant finance as a wfro[z in o tunvr simihr to pieate sector 6uiness. (fiese
stat:mz:ts provine {o(-tenn an[ kng tem mJot nat@n a6out the ntunrapifiE s fntnciat positb4 wfrifi
e$tit tfre %uni.ipatiE's narugenent to [ete]rntu thz eronomr conlition ai ,A "i ,1 tA [u*t y, ,tt;o"
frurcu[ statemenLt ole prepare[ ustag the Jtow of economrc resources neosurenent foiw an[ tfrz accrua[ 6asir
oJ acco ntinq. 'Tfri.s hastaltl mzans tfrat tfrex Jinancw[ statenenu JorIow aetfio[s tfrat are sim{ar to tfiose
used6lnost,usintsses.,lfiqbt(jintoaccotntarreteauesanle4tinsesconnedef,@itfrrfieflscatyareanet
tme30,2ol2erenfasfrtnaotvetfiapenotbeenreeiletorpatt.,Tfiegouemwnrw[efnancatltaterunu
m{ule: (t fre ttatenents oJ n t asse! ant,2 )the sratenent i-f arunws.

S t4tawnt of I'let Assets

ffra stat?mcnt oJ rut asteLt p-ftsenLt a[I of tfre trtunicipati\'s asseLs atuI [ia6.fitizs, ruitfr tfre hfrererce 1etwun
rhese ruo iten' reponef, as "nzr osseLt" lEutE) oper time, increase$ or decreLses in tfre net assets na'r seree as
a useJt[ intrcator oJ wletker tfie fnancnf position oJ the gVunntpahtl is eitfrer inproang or [etenoiting.



Statac oJncaieiti.s

*.y:::,:I::y:? f:nu-:Io:,4tto: sfiouinr tat, tte ,tunicipd6|,, net dssets cfranse[ tuins tfiz
:.::!::-ry:r* r0,2012. Atr,franget n rut asseu ak repoded ai soi, at rtu u,te,tyi,$ eo.,t ftu,g
:":"F_:yy: lr*". ngardbss of rtc inng oJ ft[*tef, .lrfr Jtows. tfr*, *",,o'oi ,4,",rio oi
:Tff:",:,,:-"-:*"f t Jor sone iens.tfrot mt not remh in cufr lows unu!fitun fscot periok puch asuuowtLut t4xes aM eafizd bul unuse[va@t@n lzavet, tfiis statement ako pruents a rcmparuon eru,eeadinct eqtensu ani pmgran rcvenuzslor eat fr Jt*trn o1 tA :Uun*pa,;t1.-- ' '' ''

,!.1!!-^r!:!y 
_":-yt:dfrunttat suunenx prueat at tfie goomnentot activitiar of tfrc ,tuntcipa ry,

:::: 
,:y, ,rt:A 

2:*0" an[intet|ol en,nenta[ reunues 1mtfi os Jedero[ grtn4 Aot seruku pntitD! tfiz nunnpaht! la[ into tfirs tegory, nluding cu[ture ant edirat.+ -B"rera[ 
gwem.ent, hzahfr anitantatoi publi safery, pu6fu frou*ng antue{ore,-etc.

efit Firurbiat Statern.,tts

tlfrc f:d qiurctlt SutenenLr Fovite deurlzt infomdtbn a6out lfr. ntunapaitli nost signifuant fnds,not thz ttunicipaht) os aufiob. tfre ltunicipa\$ frat onty ow funtroJfinnrinni'i tn" g*"m,*rutfrrn
qo!:myenutfiflt |f wed to acrount for esszntiit) t6e sane findbl, tepotu[ as Aolenmental act,ottics
tn thg qoeernnznt Wirfe finanriitsutznenB. l{ov,ern, unliNe tfrz gwzmnent rMi +inarciatsutenunu,qrynrua1tF.unt .tirun iaI Stiknenu foau on rcar term inJbutsint outJhus oJ spenlabb resources, os
weu-et on bauves oJ s?endabb resoures ato{a6te at tfu eny' of tfiefiscatytr. Sutfi iifornation s useJttm
eva [ua trng {u nl uniapa[i r's neat t ein ltunriat reguirenenu.'

Oecause tfrz foats of govemncntaffuntr is narrower tfrt tfrlt of tfie gooelnnent wite]Eonciat strLterlrents, it
ls uselu to.conparc thz 

_inJonnrhon 
pftsentef,Jor gwemnentatfints u,tth stnttar infonatan presenre[lor

qooernnefltal actiutta in tfrz gor.emment wiy'efna aa[statel/ynls. El tomg so, u.sers oJ tfrz 6asr jrunitat
stat.enents_ ,na)^6euet unter.sunt tfre hng.tetm inpaa oJ fiz Wuntipattgrs near ten jnanrut'f,ecisioru.
Both oJ the ?olemnenu[ ,Fund tBahnte Shat ant tfrc govemnAnui qunl Sutenc of q?,enuar,
Epe litules-ant Cfran4es in funt eahrues provile o ,rorlihot*, to Jacinuuifii conparison ietween
gooemmmUffi nls ant gooemrnentaf dcttutia.

FINANCIAL ANAIYSIS OF THE MUNICIPALITY AS A WHOLE

Net Ass.Lr

As note[ eat{ur, ntt a.sseLt ,tut) serve oeer tine a a u:efat inlimtor of tfrc munnpa.fitl'sfnancio[ pos.,ttotl
Intheoseof tfu untipafitl, alsets e\..ete[ Iia1ttues q g t6,2ta.;s at June t6,'26i2

As Tnbus$ &scu:sed- $ lar tfie fargest ponion oJ tfrz gtunici?aiq\ net &rets reJfzd its itfl.,estment in
capiwt asse* (e.g., tand, 6urt[tngs, nacfiinery, eqwpient aruI alI itAeipropenltr bst in1 retated [e6t ue[ to
acquire tfrose aisets tfrat b stit otLttany'in|. T fu ,tuninpafiry uses thzse'tapita[ asscu'to prwite senties to
citbens; coisequeflttJ, tfrese osseLt are not apa;h6te Jo) lttiure spenning.' ,Ifre Jottouitlg b a conlewe[
plesentatan oJtfre MunnrpafrO s lvndat positun ad re;utts oJ'operatlns, as r$one[ ii tte gotemment
Mle 1tu ncial s tate nen ts:
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Cfranges in Net nssets

'Ifie ',Vunittpa[it1 s net asseb t .t asef, 6) t8tg,s50. _AWo.ituEtJ j2 perent oJ tfre .,Uunicipa[itJ!, tott)[
retenue ome Jron granL, dnt contn\utions, in{uling liierat ad, ,inif" )a p"o"it resuhe[frin ti1ts. ,Ihe
'vunrctp tt'y's c.gten*s toter a range ofsenres. me't1ltgest L\penses L.eteJir generatgotemnent an[pu tit
n o4!.

lllunicipality of Moca
Condensed Statement of Activities
Juae 30, 2012 and 201I

l0r: t0l1
Program revenues

Charges tbr sen ices

Licenses and permits

Operating glants and contribulions
Capital grants and cont bulions
(leneral revenues

Pioperty ta\es
Municipal license lax

Grants and conributions not restricted to
specilic programs

Interest. flnes and penalties

Miscellaneous

Total revenues

Expenses

Gcneral govcmment

Public sal'ety

Public works

Culture

Recreation

Health and welf'are

Interesl on long-lcrm debt

'fotal expenscs

Change in net assets

Net asscts. beginning ofvcar

Net assels. cnd ol-)car

19.068.501

I9.1388.151 t8.317.i09

3.360.0t3

1.842.298

$ 3.567.2'10

I.572.330

3.787.801

1.051.631

8.060.256

I15.344

850.158

3,026,619

1.038,163

8.985.192

118-617

620.023

I8.928.274

8.084.2t5

1.050.700

6-678.639

223.627

991.996

1.048.292

1310.882

9.091. t t 9

972-512
.t.542.173

2l2.e8l
908.552

1.841.960

7,1.1.610

(8 r 9.850)

17.53,1.258

6t t. t65

16.923.093

$ 16.7 H..10{i $ t7.5 r.1.158



FINANCTAL ANALYSIS OF THE MUNTCIPALITY,S INDIVIDUAL FUNDS

::,-:1,:!.::y" rlie -Uuniqn{it! uses hn[ ac&unting to e$ure an[ denonstrute rcmptiance L.itfi fnan.e_rcl/J te.l bgat rcqu iemen ts.

qogerrun ntat,fundt

'ffrefocus oJ tfie :VunrcipafrE's go.emnenutJl)nts b to ptocite infonnation on near_tetm inJbws, outfows,
ani idhnees oJ spmtahh resources. Sucfi iJorrruor'u useJttin assessing Lfre Nunictpahtl s fintingrcqur.nent' In paniutar, 

.unrese 
n e[ funl ,aknte ,oy ui" ^ d usefit'neasure o1o'gorinirrt, ,i

resou res a.ua ablt Jor spending at t fre ent of t 6e j*a[ yar

4t :f rfr, 
"!- "I,P:iynt frratyar. the ._,tunkipahtl 

s gouemnentatfints repone[ com6ine[ enting fun[babntet oJ 
,S 

t0.827.021, dn noe,rre of t \.0JJ,5Jt u tonparion urti tfre pni, year. ffrere ar" r"seiir,ors
oJ Juni bahn(e ,fhb u tfiefunf, futtntc tfr,rt ts not nt,)ik6[.e I nzu spen&ng-fuause t las d[na[1 6etn
.onmitte[ to pa) teSt service (t 2,126,U2)

tfre 1enerat/tnl b nctu[etlvitfrin ,fie gouemneiutfints; x u tfie operatingi.tnl oJ Lte !],tuniiryfrry. jAs

{!:e 30 :91: 
.th, S::etatllln[ fias a supetuut oJ. t 2.iz0. tfr" *puoii inrrird 61 ttes.iz,t tunng

J6.al Jedt en.led June )0, 2012.

ltotzs to tfrz firunaia-fstutenmtr

'Ifre 6asic .firuncia[ sutements abo nctule
pro7ite nore [etaifed [ata.

not.s to .\phin infomatbn in tfre Jindfitu[ statements ak[

fuquint Suppbnmurl htfoflaatiofl

qfre natements are Jottowet @ tfre requied suppbmentary infotuatbn tfrat .ontains tfre |utgetary
romparison scfre[ub for tfie generd[ an[De6t Seruiee Fuk[s.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Cayiut,{s*a

'Ifie :Uunripaqry'r uLestment in capitaf assets dj o:f ]une J0, 2012, dlnounts to 116.6 niffion, tct of
accumuktet depreration of !20.5 nittion, baang a net 5oo{ uatuc oJ i2'.t mittion. Ifris investment in
capitatasseu inc[utes hnd |uiflings, inproueneni, equipment ionstruciion in proytuss.

Ifie tota[ rct intrease in tlie ,-Uundpa[it|'s inrestment in .dpitaf dssets fot tfre runent frs.dt.t]&r u,1s d6out
I.:%tntLrrnsolne!6ookra{ue.4ctua[eWentuurestopurthaseor,onstru(tt,tpta[;e:suireSt_ontllton

Jot u,t.\tat. Dcptc.utton ,tnryt\ lot the .r.tt totdll[ t t.J tfl{lion.

qfie ',Uuniipnhq j_ndnre$ d signifi nt pottion of is rcnstu.tion a.tiNit,]'. tl;tougli 6ont Lssuances. ,Ifie
proc s;fron 6onf, tssuantes- [esignoted Jor rcnstaction dctiLitics ate comnitteiin its entitery fol sucl
pu\osx,tndmnnot 6e uscdJoranl other purposes. Asoflune30,2012 tfre:Vu tripatiry fras tt,t;2,52t of
unegen[edproaedsJrom 6ont uwanres rfiat ate rcnntre[ ro lurure rorrt*,,,on urii,,,,"".



Lonq-.f.fin a.it

,4-t Jedl-ent, -tfrr 
'-l{uniipa[iry frt1t t j Z,J t b,B l J in ge ne ra[ an[ speci,t[ 6onds dn[ notcs at t ot fre / [ong trm

[e6tt. .t cli dnount Epfesants dn ucrease of 16 prrrrrt u,itfi'rrrprrt to pnor )ur_ ,Ifte 
_fottowig n a

sunnary oJ tfie ,.VunipatiE s outstand;ng de6t N ofJune t0, 201: ant 2011:

Municipalit-v of Moca
Outstanding Long-term Debt
,rune 30. 2012 and 201I

20tl 20

Ceneral and special obligations
Other long term debts:

Landfillobligation
CRIM.LIMS
ASES

Compensated absences

Total s 19.351.0i0 $r3.r r9.811

I1.626.200

.1.410.000

983.392

2.31r.438

$ 7.589.760

2..175.000

t8.681

842.908

1.193.464

ECONOMIC FACTORS AND NEXT YEAR'S BUDGE?

Ifie ',Vuniipaitl s sebctef, ani appointe[ ofica? rcnsiere[ nanl factots ulen sctting tle JbcdtJeat 20t 1-
2012 6u[ga. one of tficsc _faaors ts tlie e.onoiry. Tnong econintc areas consif,eret aie the poputation
grotL th estifiates, petsonn[ i rcne, fioustng statlstits d I unempto)de nt rdtes.

tlhe '-Uuntdpatiry apptud an aggrcsive approocli in dcuefopnznt 1utget esrinates. tfie lVuntcipaitl
estimntcs tfrat tfie dmounts acaitaq[e Jor applopiations in tfie genetat f;n[ for tfie fX.dt )ear 2o1 ., ;itt ie
t13.8, d mcrcase oJappraimdtt) t.k eth tesped to pnor )edlfnn[ ,uf,get.

FINANCIAL CONTACT

lfie :v u nrcipa[i1 sJinanca[ staunents an [tsignetto prescnt uscrs (citt.crs, tt,.\pa)ers, .ustomers, itL.tstors
d n[. n:f,i tots ) tLtfr d !a:,era[ oLett icrL oJ the -Vunrtipattty sJtnanes an,{ to ,lcmon:lnu fie ,,Uunit:tpd[iry',
dttounnbitiry- If ,tou fiaLe qucstbns a6out tle cpon or nec[,:,{&ttonat fitun,:uf rnfiirmation, tontart tlc
:U uit,:ipattt.t s ( fie-f t iunria[ Offier on tli s..ro,i.fi,,,u lf r frc lo{. n ;frt, Uora. .t ud o Ri.o 00626.



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

STATEMENT OF NET ASSETS
JUNE 30,2012

Governmenial Moca Housing
Activiti€s Project

ABaota

Cash (Not6s 2 and 5)
Cash wilh fiscatagenl (Not€s 2 and 5)
Accounts receivable'

I\runicipal licenses taxes
Landfill

Due from other agencies (Note 9)
Other assels
Restricled funds
Capital assets, net (Note 11)

Total assets

Liabilitios and Net Ass€ts

Liabiliti6s
Accounts payable and accrued liabililies
DLre to other agencies (Noto 12)
General obligations:

Bonds
lnterest

Defered revenues:
l\,,luniclpal license tax (Noto 13)
Federal government {Note 13)

Noncurrent liabilities: (Note l5)
Due within one year
Due in more than one year

Accrued rnlerest
Total liabrlities

Net Assets
lnveslment in capilaiassets. net of retated debt
Restricted for

Debt service
Capilalprolects

Unrestricted
Tolal net assels

Total l€bilities and net assets

$ 4,046,144 $ 99,442
4,629,221

3,411

521,635

44,927
25,835,716

16,942
265,613

$ 39 319 640 S 928 817

$ 633,483 $ .171,150

546,820

143,371

750,000
209,197

848,525
27,327

991 704
18,359,326

642,299

95 871
504,629

22605,232 77165d

15.105.716

2126.M2
5.571,880

(6,089,630)
16,714 408

157 167
157.167

$ 39.319 640 S 928,817

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

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

JUNE 30,2OI2

Totalfund balances - governmental funds

Amounts reported for governmental activities in the statement

- of net assets are different because:

$ 10,872,021

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

. Some liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds. (Note 4)

Net assets of governmental activities

25,835.716

(19,993,329)

$ 16,714,408

The accompanying notes are an integral part of these basic financial statements.
- 13 _
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF MOCA

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

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDEO JUNE 30, 2012

Net change an fund balances - total governmental funds $ 5,043,541

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

. Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives and reporled as
depreciation expense. 1,925,930

. Depreciation expense on capital assets is reported in the
statement of activities, but they do not require the use of current
financial resources. Therefore, depreciation expense is not
reported as expenditure in govemmental funds. (1,297,718)

. Governmental funds report issuance of longlerm debt as other
financial sources because provides current financial resources. (4,810,000)

. Governmental funds report principal payments on tong-term
obligations as expenditures, whereas the principal payments
reduces the long{erm obligations in the statement ofactivities. 792.241

. Change in accrued interest expense which does not require the
use of current financial resources. (260,386)

. Some expenditures reported in the governmental funds do not
require the use of current financial resources; therefore, are not
reported as expense in statement of activities:
. Accrued vacations and bonus, and other. (278,458)
. Landfill expenses (1,935,000)

Changes in net assets of governmental activities $ (819,850)

The accompanying noles are an integral part of these basic financial stalements.
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1.

COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30,2012

ORGANIZATION

The Municipalily ol Moca, Puerto Hico (l/unicipatity) was founded in't722. The
lilunicipality is a polilical legal entity with full legislative and administrative faculties in
every aflairof the municipalcharacter, with perpetual succession existence and legal
identity, separate and independent from the central government of the
Commonwealth of Puerto Rico. The Nrunicipality provides a full range of services
including health, public works, environmentalcontrol, education, public safety, public
housing and community development, culture, and recreation as well as many other
general and administrative services.

The Municipal Governmenl comprises the executive and legislative branches. The
executive power is exercised by the Nilayor and the legislative by the Municipal
Assembly, which has 14 members. The members o, these branches are elected
every lour years in the Puerto Bico 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 governmental entities. The Governmental
Accounting Standards Board (GASB) is the accepted standard-set ng body for
establishing governmental accounting and financial reporting principles.

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

. lvlanagement's Discusslon and Analysis - lntroduces the basic financial
statements and provides an analytical overview of the Municipality,s financial
activities.

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

Statement of Net Assets - The statement of net assets is designed to display the
financial position of the Municipality, including capital assets and infrastructure.

2.

-17-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30, 2O'I2

The net assets of the lvlunicipality will be broken down into three categories;

invested in capital assets, net of related debt; restricted; and unrestricted

. Statement of Program Activiiies - The government - wide statement of activities
report expenses and revenues in a format that focuses on the cost of each of the

government's functions. The expense of individual functions is compared to the

revenues generated directly by the function

. Budgetary comparison schedules - Demonstrating compliance with the adopted

budget is an important component of a government's accountability to the public.

Under the reporting model, the l/unicipality 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 signiticant policies.

a. Reporting Entity

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

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

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

- 18 -



COMMONWEALTH OF PUEFTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOB THE FISCAL YEAR ENDED JUNE 30,2012

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

GAAP details two methods of presentation: blending the tinancial data of the
componenl units' balances and transactions in a manner similar to the
presentation of the lilunicipality's balances and transactions or discrete
presentation of the component units' financial data in columns separate from the
Municipality's balances and transactions. The Moca Housing Proiect is included in

the basic financial statements as a discretely component unit because ol the
nature of the services they provide and the [,4unicipality's ability to impose its will.

lMoca Housing Project is an 8o-unit multi-family housing project owned by the
lvlunicipality as authorized transfer from the Special Trustee for the Liquidation of
the Accounts of the Puerto Rico Urban Flenewal 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 rentalcharges and operating methods. The pOect is also subject
to Section 8 Housing Assistance Payments agreements with HUD, and a
significant portion of the Project's rental income is received from HUD. Also, the
Project is financed by a Mortgage of Section 5'15 Direct Loan.

b, Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and
the statement of changes in net assets) report information on all the activities of
the Municipality. For the most part, the effect ol interfund activity has been
removed from these statements.

Governmental activities are supported mainly by taxes and intergovernmental
revenues. The statement of activities demonstrates the degree to which the direct
expenses of a given lunction or segment is offset by program revenues. Direct
expenses are those that are clearly identif iable with a specific lunction orsegment
Program revenues include 1 ) charges to customers or applicants who purchase,

use, or directly benetit from goods, services, or privileges provided by a given
function or segment and 2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported
instead as general revenues.

- 19



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOB THE FISCAL YEAR ENDED JUNE 30, 2012

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

During the fiscal year ended June 30, 2011, the lilunicipality implemented
Government Accounting Standards Board Statement No.54 (GASB 54), ,Fund
Balance Repofting and Govemmental Fund Type Definitions'. GASB 54 enhances
the usefulness of fund balance information by providing clearer fund balance
classifications that can be more consistently applied, and it clarilies the existing
governmental lund type delinitions. lt establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is
bound to observe constraints imposed upon the use of the 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 noles to the financial statements. The definitions
of the General fund, special revenue fund type, capital projects lund type, debt
service fund type, and permanent fund type are also clarified by the provisions in
this statement.

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The government-wide financial statements are reported using the economlc
rcsources measurement tocus and lhe accrualbasisol accounring. Flevenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing ol 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 current financial
resources measurement focus and lhe modified accrual basis Of accounting.
Flevenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities ol the current period.
For this purpose, the government considers revenues to be available if they are

_20-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30,2012

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 to accrual and so have been
recognized as revenues of the current fiscal period. Only the portion ol special
assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and available only when cash is received by the
government.

Privale-section standards of accounting and financial reporting issued prior to
December 1, 1989, generally are lollowed in the government-wide financial
statements to the extent thal those standards do not conflict with or conlradict
guidance of the Governmental Accounting Standards Board. As a general rule, the
effect of interfund activity has been eliminated lrom the governmenl-wide financial
statements.

Amounts reported as program revenues include 1) charges to customers or
applicants for goods, services, licenses, permits, or privileges provided, 2)
operating grants and contributions, and 3) capital grants and contributions,
including special assessments. Internally dedicated resources are reported as
geneal 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 first, than unrestricted resources
as they are needed.

The lvlunicipality reports the following major governmental funds:

. General Fund

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

-21



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

. Soecial Funds

This fund is used to account for transactions for special purposes. The primary
objective of these funds is the development of projects on communities,
purchase of equipment, and others.

. State Assionment Fund

This fund used to account for transactions of the State Assignments by
Legislature Resolutions. The primarily objective ofthese assignments is the
development ofprqects on communities, not-for-profit organizations, purchase
of equipment and indirect assignment to persons of low and moderate income.

. Loan lmorovement Fund

This fund is used to account for the financial resources used for the acquisition
and construction, financed with the proceed of general obligation bonds.

. Debt Service Fund

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

d. Cash and Cash with Fiscal Agent

The l/unicipality's Finance Director is responsible for investing available
resources. The Municipality is restricted by law to invest only in savings accounts
with banks qualafied as a depository of public funds by the puerto Rico Treasury
Department (PRTD) or in instruments of the Government Development Bank for
Puerto Rico (GDB).

Cash with fiscal agent in the capital projects fund consists of unused proceeds
from appropriations from the Legislature of puerto Rico, for the payment of current
liabilities, and bonds and notes issued for the acquisition and construction of
major capital improvements. Cash with fiscal agent in the debt service fund
represents special additional property tax collections retained by the
Commonwealth of Puerto Rico and restricted for the payment of the lvlunicipatity,s
debt service, as established by law.

,22-



COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED}
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

lnterfund Receivables and Payables

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

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure (which
is normally immovable and of value only to the Municipality, such as roads,
bridges, streets' sidewalks, and drainage system), are reported in the applicable
governmental or component units columns in the government-wide financial
statements.

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

f.

Buildings and building improvements
Furniture and fixtures
Vehicles and equipment

Fund Balances

Useful Life

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

s.

During fiscal year 2011, the Municipality adopted the provisions of GASB
Statement No. 54, Fund Balance Repoding and Govemmental Fund Type
Definilions (GASB No. 54). which enhanced the usefulness of fund balance
rnformation by providing clearer fund balance classifications that can be more
consistently applied. This statement establishes fund balance classificalions that
comprise a hierarchy based primarily on the extent to which the lvlunicipality js
bound to observe constraints imposed upon the use of the resources reported in
governmental funds.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

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

1) Nonspendable - Represenl resources that cannot be spent readily with cash
or are legally or contractually required not be spent, includjng but not limited
to inventories, prepaid items, and long term balances of lnterfund loans and
accounts receivable.

5)

Restnbted - 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).
Effectively, restrictions may be changed or lifted only with the consent of
resource providers-

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

Asslgned - Represent resources intended to be used by the Municipality for
specific purposes but do not meet the criteria to be classified as restricted or
committed (generally executive orders approved by the Mayor). lntent can be
expressed by the Municipal Legislature, the Mayor or by an official or body to
which the Municipal Legislature delegates authority in conformity with the
Autonomous Municipalities Act of Puerto Rico, as amended. ln governmental
funds other than the general fund, assigned fund balance represents the
remaining amount that is not restricted or committed.

Unassigned - Represent the residual classification for the l\4unicipality,s
general fund and includes all spendable amounts not contained in the other
classificatjons. In other funds, the unassigned classification is used only to
report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned.

2)

3)

4)

24-



COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE FISCAL YEAR ENDED JUNE 30, 20I2

Negative fund balance amounts are assigned amounts reduced to the amount that
will raise the fund balance to zero. Consequently, negative residual amounts in
restricted, committed, and assigned fund balance classirication 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 meet the other criteria forthose classifications, as described above and
(2) the circumstances or conditions that signal the need for stabilization are
identilied in sufficient detail and are not expected to occur routinely. However, the
Municipality has not entered into any stabilization-like arrangements, nor has set
aside material financial resources for emergencies and has not established formal
minimum fund balance amounts as of and for the flscal year ended
June 30, 2012.

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

The classification of the Municipality's individual governmental funds among
general, debl service, special revenue, and capital projects fund types used in
prior fiscal years for financial reporting purposes was not affected by the
implementation of GASB No. 54.

h. Risk Financing

The Municipality carries insurance to cover casualty, theft, tort claims and other
losses. lnsurance policies are negotiated by the Puerto Rico Treasury
Department and costs are allocated among allthe municipalities of Puerto Rico.

Cost of insurance allocated to the Municipality and deducted from the gross
property tax collections by the Municipal Revenue Collection Center (the "CRlM")
forthe yearended June 30,2012 amounted to $178,219. The current rnsurance
policies have not been cancelled or terminated. The CRIM also deducted by
$260,002 for workers' compensation insurance covering all municipal employees.
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Compensated Absences

Employees are entitled to 30 days vacations leave and 18 sick days leave per
year. Sick leave is recorded as expenditure in the year paid. Employees are
entitled to payment of unused sick leave upon retirement if have been employed
for at least 10 years in the municipal government. On July 1997, state Law 152
supra amended the Article 12.016, Section b (2) of the [/unicipal Law, authorizing
the [,4unicipality to pay any excess of vacations and sick leave accumulated over
the maximum previously permitted by law. Calculations must be made until
December 3'l of every year.

Excess of sick leave must be paid until l\,4arch 31 next every natural year. Excess
ol vacations can be paid after July '1 of every fiscalyear.

Future Adoption oI Accounting Pronouncements

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

k.

Statement
Number Slalemenl Name

Adoption Required
in Fiscal Year

60

61

62

63

Accounting and Financial Reporting for
Service Concession Arrangements

The Financial Reporting Entity: Omnibus
- an amendment ot GASB Statements
No. 14 and 34

Codification of Accounling and Financial
Reporlrng Guidance Contarned in Pre -
November 30, 1989 FASB and AICPA
Pronouncements

Financial Fleporling of Deferred Outflows
of Flesources. Deferred lnflows ot
Resources. and Net Position

Items Previously Fleported as Assets
and Liabilities

2012-13

2012-13

2012-13

2012-13

65

-26-
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Statement
Number Statement Name

Adoptlon Required
in Flscal Year

66 Technical Corrections - 20'12 - an
amendment of GASB Statements No. '10

and 62

Financial Fleporting for Pension Plans -
an amendment of GASB Statement No.

2013-14

2013-14

3.

68 Accounting and Financial Reporting for
Pensions - and amendment ol GASB
Statement No. 27

2014-15

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

i. Use ot Estlmates

The preparation oI linancial statements in conformity with accounting principles
generally accepted in the United Statesof America requires management to make
estimates and assumplions that atfect the reported amounts oI asseis and
liabilities, and disclosure ot contingent assets and liabilities at the date ot the
financial statements and the reported amounts of revenues and
expenditures/expenses during the reporting period. The most signilicant
estimates consistol the contribution received from the Puerto Rico Electric power
Authority and the Municipal Revenue Collection Centercaused by the delay orthe
notilication of the actual revenues and expendilures to the presented in the
financial statements ol the agencies mentioned above.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

a. Budgetary Control

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

-27 -
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within the budget, known as Mayor's Resolutions, do not require the approval of

the Municipal Legislature.

The Municipality prepares its annual budget including the operations of the

general and the debt service funds.

Revenues and Expenditures - Budget and Actual (Budgetary Basis), accordingly,

includes only the operatrons of the general and the debt service Iunds. The

amounts budgeted underthe SpecialRevenue Fund were excluded since they are

received and;xpended over a period of time which generally exceeds the current

year.

For budgetary purposes, encumbrance accounting is used. The encumbrances
(i.e., pur-chase oroLrs, contracls) are considered expenditures when incurred For

bAAi'reporting purposes, encumbrances outstanding atyear-end are reported as

reservations oi iund balances and do not constitute expenditures or liabilities

because the commitments will be honored during the subsequent year'

The unencumbered balance of any appropriation at the end of the fiscal year will

lapse at the end of such fiscal year. Other appropriations, mainly capital project

appropriations, are conlinuing accounts for which the l\4unicipal Legislature has

ai.rinoiizeo lhat an unspent balance from 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 30,2012 representing the original budget.

b. BudgeUGAAP Reconciliation

The following schedule presents comparisons of the legally adopted budget with

actual data 
-on a budget basis. Because accounting principles applied for

purposes ol developing data on a budget basis d itfer significanlly from those used

io present financial statements in conformity with GAAP, a reconciliation of entity

and timing ditferences in the excess of revenues and otherfinancing sources over

-28-
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expenditures and other flnancing uses for the year ended June
presented below for the general and debt service funds:

General
Fund

30,2012 is

Debt
S€rvic€

Excess (dellciency) of revenues over (under)

expenditures-budgetary basis
Entity differences:

Non-budgeted expenditures
Non-budgeted revenues
Non-budgeted transfers in
Non-budgeted transfers oul

Timing ditferences:
Change in accounts receivable
Current year encumbrances recorded as

expenditures for budgetary basis
Prior year encumbrances

Excess of revenues over
expenditures - GAAP basis

$ (437,286)

176,143
477 ,696

918
(115,202\

344,731

319,960
(271,336)

$ 495,624

$ 601,860

60,686
(e18)

$ 661,628

4.

c. Legal Compliance

The legal level of budgetary control is at the individual department level for

generai fund expenditu-res, and principal and interest due for the debt service

fund.

RECONCILIATION OF GOVERNMENT-WDE AND FUND FINANCIAL

STATEMENTS

The governmental fund balance sheet includes a reconciliation between fund

batan""e-gor"rnmental funds and net assets of governmental activities as reported in

tne goveinmenrwide statement of net assets One element of that reconciliation

expl"ains that some liabilities, including bonds payable, are not due and payable in the

-29-
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current period and therefore are not reporied in the funds'

approximately $19.9 million differences are as follows:

Bonds payable
Land,fill obligation
Compensated absences
Note payable
ASES
Accrued interest

Net adjustment to reduce fund balance governmenlal funds

to arrive at net assets of governmental activities

The details of the

s 10,730,000
4,410,000
2.331,438

896.200
983,392
642,299

$ 19,993,329

5. DEPOSITS - CUSTODIAL CREDIT RISK

Custodial credit risk is the risk that in the event of a bank failure' the government's

deposits may not be returned to it. Under Puerto Rico statutes, public funds

deposited in iommercial banks must be fully collateralized for the amount deposited

in excess offederaldepository insurance. All securities pledged as collateralare held

by the Secretary of the Treasury of Puerto Rico. ln addilion' the Municipality

maintains deposits with the Government Development Bank for Puerto Rico (GDB)'

The deposits at GDB of approximately $5.7 million that are restricted principally for

capital projects and general fund, and the $2.9 million in the debt service fund are

unsecuied'and unc-ollateralized, as no collateral is required to be carried by

governmental banks.

The Municipality maintains its investmenls in two (2) banks located at Puerto Rico

Allkind ofd;po;it is guaranteed bythe Federal Deposit lnsurance Corporation (FDIC)

up to $250,ObO.The ;xcess is covered by collateral provided by banks and held by the

Treasury Department of the Commonwealth of Puerto Rico pursuant to applicable

laws and regulations.

PROPERTY TAXES

The Municipal Revenues Collection Center (CRIM) of the Commonwealth of Puerto

Rico is responsible by law for the assessment, levy and collection of all real and

personal pioperty taies. The tax on personal property is self. assessed by the

iaxpayer. The asiessment is made in a return which must be filed with the cRlM by

-30-
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May 15 of each year. The tax on real property is assessed by the CRIM' The

ass'essment is mide as of January 1 of each year and is based on estimated current

values of the property as of year '1957.

fne ii, on personat properry must be paid in full together with the return on or before

tvtay 15. ine 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

6.000/0 4.00Yo

1 .O30/o 1 .030/o

2.75% 1.75o/o

o2%\ l0.2vo\
918% 618%

The Municipality's basic property tax rate representsthe portion which is appropriated

for general purposes and accounted for in the general fund.

The "Additional special property tax - municipal" is restricted for debt service and

retained by GDB for such purposes and it is recorded as revenue in the Debt Service

Fund when collected by the CRIM and reported to the N4unicipality'

The "Additional special property tax - state" is collected by the cRlM for the payment

of principal and interesi oi general obligation bonds and certain other obligations

issued by the state government.

Residential real property occupied by its owner is exempt by law from the payment of
property taxes 6n ine 

-fitst 
$is,ood of the assessed value. For such exempted

amounis, tne Department of Treasury assumes payment of the basic tax to the

Municipalily, except for property assessed at less than $3,500, for which no payment

is maie. Revenue related to ihe basic tax on exempt property is recorded in the

General Fund when payments are received from the CRIM. Complete exemption from

personal property taxea up to an assessment of $5O,OOO is granted to merchants with

an annualvolume of net sales less than $150,000

- 31 -
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Prior to the beginning of each llscal year, the CRIM informs the Municipality of the

estimated amount of property tax expected to be collected for the ensuring fiscalyear'

itrioujnort tne year,ihe cRiM 
"du"n""s 

funds to the Municipality based on the initial

estima-ted colleitions. The CRIM is required by lawto prepare a settlement statement

on a fiscal year basis, whereby a comparison is made between the amounts

advanced toihe Municipality ani amounts actually collected from taxpayers This

settlement has to be completed on a preliminary basis not later than three months

after fiscal year-end, and a final settlement made not later than six months after a

yearend. lfthe CRIM remits to the Municipality property taxadvances, which are less

ihan the tax actually collected, a receivable from the CRIM is recorded at June 30'

However. if advances exceed the amount actually collected by the CRIM, a payable to

the CRIM is recorded at June 30.

Currently, the Municipality has received the preliminary settlementfrom cRlM related

to fiscal year 20'l'l-tZ, but not tne tinat settlement as the six months period after a

fiscal yeir end, provided by law to CRIM to issue this, has not yet expired'

Management believes, based in part on the experience from prior years, that when

receiv-ed,thefinalsettlementfromCRlMwillnotshowasigni'lcantdifferencefromthe
preliminary settlement and that such difference, if any, will not have a material efiect

on the financial condition of the Municipality.

Based on the final settlement already received, for the year ended

June 30, 2012 the amount collected lrom taxpayers and charges by CRIM received

by the Nlunicipality is more than amount advanced from CRIM for the same period by

approximately $ill,lS'|. Such amount is presented as due from CRIM in the

government iund financial statements, and government wide financial statements'

(See note 9).

7. MUNICIPAL LICENSE TAX

Municipal License Tax receivables are recorded in the fiscal year in which payment is

due and, accordingly, represent taxes which are due and uncollected at

June30,2o12. Theinnual lrilunicipal License Tax is determined based on the gross

income of all commerce and industrial organizations who have operations in the

l\,lunicipality of Moca, and are not totally;r partially exempt under the lndustrial

lncentive Law of Puerto Rico.

An annual return of business volume should be filed on or before April 15 of each

yearand payable intwoequal installments d ue on July 1 and January '1 ' A discount
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of 5% is allowed when full paymenl is made on or before April 15 The rates of

municipal license in the Municipality of Moca, are as follows:

= 'l.50Yo

= 1 .50%
= .50%

SaYings and loans associations
Financing institution
Other organizations

The amounts collected in advance are recorded as deferred revenues in the General

Fund. The Municipality invoiced and collected in advance during the current year

approximately 5848,525, corresponding to the next fiscal yeat municipal license'

8. SALES AND USE TAXES

On July 29, 2OO7 the Commonwealth Legislature approved Act No 80 ("Act 80")

which imposed to allthe Municipalities of Puerto Rico a uniform municipal sales and

use tax of 1 .5%. Effective August '1, 2OO7 1o/o ol lhe 'l 5% will be coltected by the

Municipalities and the remaini;g 5% of the 1.5olo willbe collected by the Puerto Rico

Department of Treasury.

Act 80 also provides for restrictions on the use of the resources (including the 5 of
1.5% collected by the Commonwealth Government) to be invested in solid wasie and

recycling programs, capital improvements and health and public safety costs Amount

collectel by tle Commonweailh Governmentwill be deposited in accounts or special

funds in th-e Governmental Development Bank of Puerto Rico ("GDB")' subject to

restrictions imposed and distributed as follows:

a. .2o/o ot lhe.5% will be deposited in a "Municipal Development Fund" to finance

costs as restricted bY the Acl,

b. .2o/o of lhe.5% will be deposited in a "Municipal Redemption Fund" to finance

loans to municipalities subject to restrictions imposed by the Act and,

c. .1% of the .5% will be deposited in a "Municipal lmprovement Fund" to finance

capital improvemenl proiects; these funds will be distributed based on legislation

from the Commonwealth's Legislature
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9. DUE FROM OTHER AGENCIES

Represents grants and contributions due from local and federal agencies:

Municipal Revenues Collection Center (General Fund)

Municipal Revenues Collection Center (Debt Service Fund)

Treasury Deparlment of Puerto Rico (Debt Service Fund)

Total

,IO. INTERFUNDTRANSACNONS

a. Due from/to Other Funds

Receivable Fund Payable Fund

$ 344,731
116,539
60,365

_s_!?191!-

Amount

Other Governmental Funds
Special Funds
State Assignment

$ 837,485

b. lnterfund Transfers

lnterfund transfers for the year ended June 30, 2012 consisted of the following:

Transfer ln Transfer Out Amount

General
General
General

$ 539,446
281,40',1

16,638

Debt Service General Fund

Other Governmental Funds General Fund

General Fund Debt Service

60,686
54,516

918

$ '116,120

Transfers are used to (1) move revenues from the fund that statute or budget

revenues to collect them to the fund that statute or budget requires to expend them'

(2) move receipts restricted to debt service from the fund collection the receipts to the

iebt service fund as debt service payments become due' and (3) use unrestricted

-34-
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revenues collected in the generaltund to flnance various programs accounted for in

other funds in accordance with budgetary authorizations.

11- CAPITAL ASSETS

Capital asset activity for the lrunicipality for the year ended June 30, 2012 was as

follows:

Primary Government Jun€ 30, 201'l Oecrease3 June 30.2012

Government l Activitles:

Capital asseis. nol being deprecialed:
Land $ 3.377 256

Consttuclron in progrcss 171.390

Tolal capilal assels. noi berng depreoated 3.548646

19.637 541

1182,619
8 488 531

11 846,344
41 155.035

5 206.700
808.805

6,737.610
6.743,062

19.496 177

s 143.000
362,279
505 279

17E 931

126 627
1 115 093
1 420 651

441 397
92 034

210.730
547.557

1.297.710

122.933

$ 3,520.256
533 669

4.053.925

19.637,541
1.361 550
8.615.158

12.961.437
42.575.686

5.654.097
900 839

6.948.340
7.290 619

20 793,895

21 7A1.791

Caortal asseis, being deprecialed
Burldrnqs and buildrng rmprovemeils
Furnrlure and lixturc
Vehrcles and equ pment

Total capdal ass€ls. berng depreciated

Less acclmulaied depreclatron io.
Buildings and burld,n9 mprcvemenis
Fum ure and nnure
Vehrcles and equiPmenl

Total accumu aled depreoailon

Total capdal assels. beng deprec aled nei

Governmenlal aciivlties cap alasseis, nel

21 658 858

$ 25 207 5A4 s $ 25 835,715

of the Municipality asDepreciation expense
follows.

General government

Public safety
Recreation
Public works

was charged to functions/programs

Total depreciation expense-governmental activities

$ 316,389
44.341

240,570
696,418

$=1251J.19
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Capital asset activity for lvloca Housing Project, a discretely presented
unit, for the year ended June 30, 20'12 was as follows:

Component Unil-Moca H06anq P,oject Jun.30, 20i1 lncreases oocreasca

component

June 30,2012

s 60.900
603ao

68 916
2 110 389

367.156
48.849
14.244

,5Or594

2,123.614
2,123.674

485.920

Capltalassets not berg dePreoaledr

Tolalcapnalasseis nol behg deprec aled

capnd assets, berng depreclated:

Buildrngs and building rmprovements

Furn ure and fxlures

Total caoital assels beinq deprec6ted

Less accumulaled deprecEi0n
Tolar accumulated depreoalEn

Toral @pital asseB, beL.g depreoeled. net

Moe Housing Project €p aIassets nel

DUE TO OTHER AGENCIES

s 60.900 s
50.!00

68.916
2,110.389

358 347
48.849
14,2U

2,600,785

8 809

qsot

2 059.946 63724---?n5r.r46 63128

540,839 (54 919)

5 601.739 5 (54 919) s 546.820

12.

Due to other agencies at June 30, 2012 are as follows:

Puerto Rico Retirement System Administration
Puerto Rico Water and Sewer Authority
Puerto Rico General Services Administration
Municipal Revenues Collection Center
Treasury Department of Puerto Rico
U. S. Department of Housing and Urban Oevelopment

Total

$ 92,119
20,798

1,290
9,151

829
19.184

143,371

-36
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- 13. DEFERFED BEVENUES

a. Municipal License Tax

The deferred revenues of $848,525 in the general fund related to municipal
license tax collected in fiscal year 201 1-12 that will be earned in fiscal year

2012-13.

b. Federal Government

The deterred revenues presented as federalgovernment represents the portion

o, federal grants received lor which qualifying expenditures have not been
incurred. The amounts were determined taking into consideration the specific
years ot the grant. The balance of $27,327 in the HUD Program is related to
the Section 8 Existing Program.

.I4. INTERGOVERNMENTAL REVENUES

lntergovernmental revenues consist mainly of collections from the Commonwealth oI
Puerto Rico and the CRI[/, payments in lieu of taxes from the Puerto Rico Electric
Power Authority and federal financial assistance received from the lederal
government.

The general fund intergovernmental revenues are as lollows:

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

Total

$1 ,823,272
180,447

4,467,269

$6,470,988

-37 -
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15. LONG.TERM DEBTS

Bonds and other long'term liabilities outstanding at June 30, 20'12 are as follows:

Bonds

$2,780,000 series of 1995, payable in annual installments oI

$4o,oOO to $27O,OOO untilJuly 1, 2017, interest ranging from

4.70/o to 6.630/o.

$43O,oOO series ol 2002, payable in annual installments ol

$5,ooo to $35,000 until July 1, 2027, interest ranging from

50h lo 6.50/o.

$455,000 series of 2002, payable in annual installments of

$5,OOO to $35,000 untii July 1, 2027, interest ranging from

5% to 6.5%.

S265,Ooo series of 2006, payable in annual installments of

$5,ooo to $25,000 until July 1, 2030, interest ranging from

6 .25"/" to 7 .25"/".

$635,000 series of 2007, payable in annual installments of

$25.OOO to $65,000 until July 'l , 2021, interest ranging from

6 .60"/" lo 7 .25"/".

$415,000 series of 2008, payable in annual installments of

$5,OOO to $35,000 until July 1, 2032, interest from 6.48% to

7.50%.

$915,000 series oI 2008, payable in annual installments ol

$15,oOO to $75,000 until July 1 , 2032, interest from 5.40% to

7.50%.

S2,O45,OOO series oI 2009, payable in annual installments oI

$25,OOO to $165,000 until July '1, 2034, interest lrom 6.00'l. to

7.00'/..

$ 1,145,000

335,000

355,000

230,000

455,000

380,000

850.000

-38-
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$2,755,000 series of 2010, payable in annual installments of

$30,000 to $50,000 until July 1 , 2017, interest from 6.00% to

$2O5,OOO series of 20'12, payable in annual installments of

$5,000 to $15,000 until July 1 , 2036, interest from 6.00% to
7.500/".

$660,000 series of 2012, payable in annual installments ol
$10,000 to S55,000 until July 1 , 2036, interest from 6.00% to
7.50h.

$585,000 series of 2012, payable in annual inslallments of

$15,000 to $55,000 until July 1, 2031 , interest from 6.00% to
7.50./..

$3,360,000 series ol 2O12, payable in annual installments of
$70,000 to $305,000 until July '1, 2032, interest from 6.00% to
7.50"/".

$1 15,000 series of 20'1 1, payable in annual installments of
$5,000 until July 1, 2034, interest from 6.00% to 7.50%

Total bonds payable

Notes

S835,OOO series oi 2008, payable in annual installments of

S95,000 to S150,000 until July 1 , 2008, interest ranging from

6.4a% b 7.50%.

S89O,OOO series of 2008, payable in annual installments ot

$1OO,OOo to $160,000 until July I , 201 5, interest ranging from

5.40"k lo 7 .50"k.

210,000

200,000

650,000

570,000

3,290,000

110.000

$ 10,730,000

285,000

440,000

.39-
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Note payable to CRIM (Financing of delinquent accounts) - On

Aptil 2. 2OO2. the Municipality entered into a financing

agreement with the CRIM in the amount of $260,193 to
finance delinquent property tax accounts sold to private

investors, under the provision of Law No. 146 of October 11,

2001. The agreement is in the form of a non revolving line of
credit bearing interest of 6.5% for the first five years and

variable for the next 25 years at 125 points over London

lnterbank offered Rate (LIBOR) and is due on December 1,

2032. As described in Law No. '146, interest payments for the

first five years will be financed through .48% of the net

increase of the subsady provided by the Commonwealth of
Puerto Rico's general fund. AIso, 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
$ 171,200

Total notes payable $ 896,200

The annual debt service requirements for the bonds payable and notes payable at

June 30, 2012, are as follows:

Notes Payable

lnterest Principal lnterest

2013
2014
2015
2016
2017
2018-2022
2023-2027
2028-2032
2033-2037

Principal

$ 480,000

510,000
55s,000
610,000
650,000

1,965,000
2,430,000
2,940,000

590,000

$ 601,362
708.042
673.956
638.422
600.304

2.523.173
1,824.115

877,400
84,950

$ 278 560
303,560
168.560

8,560
8,560

42.AOO

42,800
42.800

$ 40,937
38,942
19,984
9,051

8,519
34,608
21.297

7.987

$ 10 730,000 $ 8,531,724 $ 181.325
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30' 2012

Component Unit

The mortgage payable by the discretely component unit is owed by Moca Housing

Prolect aidlonsists 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 the next five years and thereafter
are as follows:

Year Ended
Juno 30, Amount

2013
2014
2015
2016
2017

2018-2023

$ 95,871
103,272
111,245
1'19,834
129,085

$ 600,500

Landfill Obliqations

State and federal laws and regulations require the Municipality to place a final cover

on the Municipality's landfill site when it stops accepting waste and to perform certain

maintenance and monitoring functions at the site for 30 years after closure' ln
accordance with Statement No. 18 of the GASB, "Accounting for Municipal Solid

Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed

a study ol the activities that need to be implemented at the Municipality's landfill to
guarantee the maximum yield of available space and to comply with applicable state

;nd federal regulations. Based on this study, the Municipality recognized S4.4 million

as the Municipality's estimated current cost for landfill closure as of June 30, 2010

The reported liability represents the total estimated cost of closure since the

lvlunicipality expects to close the landfill in the year 2021. Actual costs may be

different due to inflation, changes in technology, or changes in laws and regulations

The balance of closure and postclosure costs of $4.4 million are reported in the

statement of net assets because it will not be funded with available expendable
,inancral resources at June 30, 2012.
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Long-term liability activity for the year ended June 30, 2012 was as follows:

Beginning Endiog

s 450,000
323,560

Govemmontal Activiti63:
Eonds peyabb
Notes Payable

Total long.term debl

Other long-te.m liabiliti6!:
LendlSll obrEallon
ASES

comp€nsated absences

govemmental acnv&es

Tolal noncurcnl
liabilities, go!€rnmental

ComponsntUnit:

Moca l-lousng Prqecl
morlgage payable

16. FUND BALANCES

4.810000 773 560

$ r 0.730 000
896.200

5 480.000
278,560

1t 626.200 758 560

4.410,00o
983,392

2 331 436 233,144

7 724,830 2X3.144

s 19 35r 0J0 S 99r.704

Ending

6 6.370.000
1,219,760

7.589,760

2,475,000
842.906

18.681
2,193,464

5 530 053

s 13.119 813

Beginning

s 4,E10,000

1,935,000
140,484

137,974
18,681

2 213 458 18 681

s 7.021.458 S 192 241

additiorB Reduction3

s 689 690 5 s 89 190 s 600.500 $ 95 871

As of June 30, 2012, fund balances are comprised of the following:

S@id Fu.d As.iqnm€nl
oebn GMmndr.l

s.turc6 F!nd. Tot.l

s-$-$'

63,363 2251.5A6 3 X14.314

s 411.601 3 41r 601
55.250

211.097 211.196
2.3a5,937 8.A27.234

2.126.42

200674
4 625

r 2.12 067 s ro 472.0?1
s632 570 S 129.052 t2jj1j99 !!lvi!L :?llE!!3
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17. NET ASSETS

Net assets invested in capital assets' net of related debt is comprised

Capital assets, net of accumulated depreciation.
Outstanding balance on capital related debt

Totat invested in capital assets, net oI related debt

18. RETIREMENT PLAN

a. Plan Description

The Employee's Retirement System of the Government of Puerto Rico and its

lnstrument;lities (ERS) is the administrator of a cost-sharing multiple-employer

retirement system esta6lished by the Commonwealth of Puerto Rico' The System

was created under the ACT 4a7, approved on May 15, 1951, as amended' and

became etfective on January 1, 1952.

ERS covers all regular employees of the Commonwealth of Puerto Rico and its

instrumentalities a-nd of certain municipalities and components unils not covered

by their own retirement s systems.

Participation is mandatory except for members of the Legislature, Government

Secreiaries, Heads for Agencies and Public lnstrumentalities, Assistants to the

Governor, the Comptroller of Puerto Rico' Gubernatorial Board and Committee

appointees and Experimental Service Station employees'

ERS provides retirement, death and disability benefits' Disability retirement

benefits are available to members for occupational and non-occupational

disabilities. Retirement benefits depend upon age at letirement and number of

yeirs of credited service. Benefits vestafterten years of plan partlcrpation'

lvlembers who have attained an age of at least fifty-flve (55) years and have

lorpf"t"a at least twenty-five (251-years of credrtable service or members who

t 
"rJ"ttur"a "n 

,ge of ai least'fifty-erght (58) years and have completed at least

fifty-eight (58) yeais and have compl-eted at least ten (10) years of creditable

servic;, are eniitled to an annual benefit, payable monthly for life'

ofthe following:

$25,835,716
(10,730.000)

$15-r 05Jl€
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The amounts of the annuity will be one and one-halt percent of the average
compensation multiplied by the number of years of creditable service uplo twenty
years, plus 2ol" of the average compensation multiplied by the number of years oI
creditable service in excess of twenty years. In no case the annuity will be less
than $200 per month.

Participants who have completed at least thirty (30) years of creditable service are
entitled to receive the Merit Annuity. Participants who have not attained fifty-five
(55) years of age will receive 65% of the average compensation or if they have
attained lifty-five (55) years of age will receive 75% of the average compensation.

Disability relirement benefits are available to members for occupational and non-
occupational disability. However, for non-occupational disability a member must
have at least ten (10) years of service.

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

On September 24, 1999, an amendment to Act No. 447 of May 15, 195'l , which
created ERS, was enacted with the purpose o, establishing a new pension
program (System 2OOO). Employees participating in the current system as of
December 31, 1999, may elect to stay in the defined benefit plan or transferto the

new program. Persons joining the Municipality on or after January 2000, will only
be allowed to become members of System 2000, System 2000 will reduce the
retirement age from 65 years to 60 lor those employees who joined the current
plan on or after April '1, 1990.

Syslem 2OOo is a hybrid defined contribution plan, also known as a cash balance
plan. Under this new plan, there will be a pool of pension assets, which will be

invested by ERS, together with those of the current defined benefit plan. Benefits
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico
The annuity will be based on a lormula which assumes that each year the

employee's contribution (with a minimum of 8.275% of the employee's salary upon
to a maximum oI '!O%) will be invested in an account which will be either; ('1 ) earn
a fixed rate based on the hvo-year Constant l\ilaturity Treasury Note or, (2) earn
rate equal lo 75"/" ol the return of the EFIS'S investment portfolio (net ol
management fees), or (3) earn a combination of both alternatives. Participants
will receive periodic account statements similar to those of defined contribution
plans showing their accrued balances. Disability pensions will not be granted
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under System 2OOO. The employer's contribution (10.275% of the employee's
salary) will be used to fund the current plan.

b. Contribution Requirements

Commonwealth legislation requires employees to contribute 5.775% of gross

salary up to $6,600 ptus 8.275o/o ol gross satary in excess of $6'600. The

NIuni;ipality's contributions are 10.27Sa/o of gross salary' Contributions'
requirements are eslablished by law. The actuarially determined contribution
requirement and contributions actually made for the year ended June 30, 2012

was approximately $454,790. The Municipality's payrollfor employees covered by

ERS was approximately $5.4 million. The Niunicipality total payroll for all

employees was approximately $6.7 million.

Additional information on the ERS is provided in its financial statements for the
year ended June 30, 2012, a copy of which can be obtained from the ERS,

Minillas Station, PO Box 42003, San Juan, PR 00940.

RISK MANAGEMENT

The Risk l\4anagement Division of the Municipality's Legal Department is responsible

of assuring that the Municipality's property is properly insured. Annually, the Risk

Management Division compiles the information of all property owned and its
respective market value. After evatuating this information, the Risk Management
Division submits the dala regarding the Municipality's properties to the Area of Public

lnsurance at the Department of the Treasury of the Commonwealth of Puerto Rico

who is responsible for purchasing all property and casualty insurance policies of all

municipalities.

LEASES

Operating Leases

Leasing arrangement with the lvlunicipality as lessorl

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

b. Total income from leases during the year ended June 30, 2012 was approximately

$10,549.
-45-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE FISCAL YEAR ENDED JUNE 30,2012

c. The l/unicipality retains titie to its leased property. The lessee pays taxes,

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

Leasing arrangements with the ilunicipality as lessee.

The Municipality 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 for
lvlunicipal solid Waste Landfill Closure and Postclosure Care Costs issued by the
GovernmentalAccounting Standard Board. This statement established standards for
accounting and reporting for solid waste landfill cosls owned by governmentalentities
(including the Municipalily) that are required by federal and local laws and regulations
to incur closure and postclosure care cosls.

According to this statement, closure and postclosure care costs are recorded while
the landfill is operating. The Municipality has determined that the present value of
total estimated closing costs and post closing care costs amount to $4,410,000.
(See Note '15).

CONTINGENCIES

The lvlunicipality receives Federal Grants for specific purposes that are subiect 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 not be material.

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

COMMITMENTS

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

of June 30, 2012. These projects are evidenced by contractual commitments with

22.

23.
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- contractors. The construction proJects are commitments of the Other Governmental

fund that amounted to approximately $1,'162,528.

- 24. SUBSEQUENT EVENTS

ln preparing these financial slatements, the Municipality has evaluated-events and

- transactiona for potential recognition or disclosure through December 28, 2012' the

date the financial statements were available to be issued
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Fedoral Grantor/Program l'itl.
CFDA

Erp€ndnrre.

I 328.606
874,808

U-S. oep.rlrnont of HoGing ind Urban
D€valopmonl (HUOI

Section 8 VouchoE Program
Pass'throuoh Siate -Commonweallh of Puerro Rico/Comm,ssons Orfice ol
MunicipalAffans - Communrty Oevelopmeni 8lo.* Grant - States Program
SBGP

Passlhrough Stale -Commonrea ih ol Pusrlo REo/Commissiois Ottice ol
Mun€ipalAffairs 'Community D€velopment Alock G6nr, Srates Program
SAGP,ARM

Pass-rhrough Depanmeni ol Family:
Homeless Prevention A.d Rapd Re-Housing
Program (Recovery Ad Funded)

SLrbioialU S Oepartmenr of HUO

U.S. Iropa.t nont or Hea[h and Human Sodicas (HHS)
Passlhroogi lhe Puerto Rico Elde,ly Commission

SpeoalPrograms for the Aging - Tille lll Pad B Gr6nts forSupponrve
Setules erd Senior Centers
Speoal Prog.ams ror the P€ing Title lll. Pari E. NarionalFam ly
Caregivers Suppo.t

Sublotar U S Depa,hent ol HHS

U.S. Dep.rtm.ni of Agncuturo

Housing ftesetuation Glant
SubrotalU S Oepanmenr of Ag.rqrture

U.S. Departnont of Hometand Security

Homeland Security G.ant
Passlhrcugh Puedo Rico Go!€mo/s Ofiice (Govemo/s Authofized

Represeiiatve GAR)Hazad il gat on

Sublotal U S Depad,nert of Homeland Seclnq

U.S. Oepartnont ot Enorgy

Ene.gy Efficency and Conservalon Block Grant
Subtolal U S Oepanment ol Energy

14871
u 224

14 255

97 067

97 039

14 257

93 044

93 052

10 433

302,851

-1554.46-5_

3,471----------17j1{

26.433---------76,4-3f

28 r98

i !q!!!!7

33,840

50.528

29 213------- z1T

TOTAL

of expenditures
,48-
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COMMONWEALTH OF PUERTO RICO
MUNICIPALIW OF MOCA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOB THE FISCAL YEAR ENDED JUNE 30,2012

SIGNIFICANT ACCOUNTING POLICIES

The accompanying Schedule of Expenditures of Federal Awards includes the lederal
granl activity ol the l/unicipality ot Moca and is presented on the modified accrual
basis of accounting. The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the
basic financial statements.

BASIS OF PRESENTATION

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

Expenditures

2.

Expenditures as per basic Iinancial statements:

General Fund
Federal expenditures ancluded within the other nonmajor
governmental funds

Total expenditures per schedule of expenditures
of federal awards

47,718

1,640,639

$ 1,688,357
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

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

To the Honorable Mayor and
lvlunicipal Legislature
Municipality of lvloca
Moca, Puerto Rico

We have audited the financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Municipality of lvloca, as ofand forthe
year ended June 30, 2012, which collectively comprise the Municipality's basic financial
statements and have issued our report thereon dated December 28,2012. Olhet
auditors'audited the financial statemenls of Moca Housing Project, as described in our
report on Municipality of Moca's financial slatements. This report does not include the
results of the other auditors' testing of internal control over financial reporting or
compliance and other matters that are reported on separalely by these auditors. We
conducted our audit in accordance wllh auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in
Govemment Auditing Standards, issued by the Comptroller ceneral of the United States.

lnternal Control over Financial Reoortino

Management of the Municipality is responsible for establishing and maintaining effective
internal control over financial reporting. ln planning and performing our audit, we
considered [iunicipality of Moca's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the lvlunicipality's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Municipality's internal control over financial
reporting.

A deficiency in intemal conarol exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functaons, to prevent or detect misstatements on a timely basis. A mateial weaknessis a
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deficiency, or combinalion of deficaencies, in internai control, such that there is a
reasonable possibility that a material misstatement of the entity's flnancial statements will
not be prevented, or detected and corrected on a timely basis.

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

Compliance and Other Matters

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

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

anyone other than these specified parties.

The stamp E41556 was
to the oriqinalotthrs

San Juan, Puerto Rico
Decembet 2S.2012 ^L3i,,ro]:,tuo \U

a.Hd
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REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL

CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Honorable Mayor
and Municipal Legislature
l\runicipality of Moca
Moca, Puerto Rico

Comoliance

We have audited Municipality of Moca's compliance with lhe types of compliance
requirements described in the U. S. Oflice of Management and Budget (OMa) CircularA-
133 Compliance Supplementlhal ate applicable to each of its major federal programs for
the year ended June 30, 2012. Municipality of lvloca's major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. Compliance wilh the requirements of laws, regulations,
contracts and grants applicable to each of its major federalprograms is the responsibility of
Municipality of Moca's management. Our responsibility is to express an opinion on
Municipality of Moca'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 Govemment Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Govemments, and Non-
Profit Organizations. Those standards and OMB Circular A-'133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Municipality of Moca's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Ourauditdoes notprovidea legal
determination on Municipality of Moca's compliance with those requirements.

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 effect on each of its
major federal programs for the year ended June 30, 2012.

-52-
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lnternal Control over Comoliance

Management of Municipality of Moca is responsible for establishing and maintaining
effeclive internal control over compliance with the requirements of laws, regulations,
contracts and grants applacable to federalprograms. ln planning and performing ouraudit,
we considered Municipality of Moca'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 of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Municipality's internal control over compliance.

A deficiency in intemal control over compliance exists when the design or operation of a
control over compliance does not allow management oremployees, in the normalcourse of
performing their assigned functions, to prevenl, or detect and correct, noncompliance with
a type of compliance requirement of a federal 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 of internal control over compliance was forthe limited purpose described
in the first paragraph of this seclion and was not designed to identify all deficiencies in
internal control over compliance that might be deficiencies, significant deflciencies, or
material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be mateial weaknesses, as defined above.

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

San Juan, Puerto Rico
Decembet 28. 2012 Q^t.?."r^ otA'u^o L G,
The stamp E41557 was a
to lhe ongrnalof thrs repo fodo"D,oRff

a.Hd



COMMONWEALTH OF PUERTO RICO
MUNICIPALIry OF MOCA

SCHEDULE OF FINDINGS AND QUESTIONEO COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2012

I. SUMMARY OF AUDIT RESULTS

Financial Statements

Type of audito/s report issued:

- lnternal control over linancial reporting:

Material weakness (es) identified?

Significant deficiency (ies) identified?

Noncompliance material to financial statements noted?

- FederalAwards

lnternal control over maior programs:

[,Iaterial weakness (es) identifi ed?

- Significant deficiency (ies) identified?

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

Unqualified opinion

Unqualified opinion

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

Yes X No

_ ldentification of major programs:

Yes X No

Yes X No

Yes x No

Yes X No

Yes X 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: $300,000

14 228
14.255
14.257

Audited qualified as low-risk auditee?

-54-
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COMMONWEALTH OF PUEBTO RICO
MUNICIPALITY OF MOCA

SCHEDULE OF FINDINGS ANO OUESTIONED COSTS (CONTINUED)

- FOR THE FISCAL YEAR ENDED JUNE 30,2012

_ 2. FINOINGS. FINANCIAL STATEMENTS AUDIT

_ None

3. FINDINGS AND OUESTIONED COSTS. MAJOR FEDERAL AWARO PROGRAM
AUDIT

None
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SCHEDULE OF STATUS OF PFIOR YEAB
AUDIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAB ENOED JUNE 30, 2012

_ During the current examination, lollow up was given to the findings informed to the

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

- certain conditioning that still exist and require lurther action. These are included in the

_ accompanying Schedule of Prior Year Audits Findings and Ouestioned Costs.
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COMMONWEALTH OF PUERTO RICO
MUNICIPALITY OF MOCA

SCHEDULE OF STATUS OF PRIOB YEAB (CONTINUED)
AUDIT FINDINGS AND OUESTIONED COSTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2012

Findinq/Non compliance Status

- CFDA No. 14.228 Condilion l1-1

The Municipality did nol comply with the Condition was
requiremeni of preparing and filling the program corrected.
income quarterly report.

CFDA No. 14.257 Condition '11-2

The Municipality did not comply with the Condition was
requirement that they must spend at least 60 corrected.
percent of such lunds within 2 years of the date on
which lunds became available for obligation.
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