
IN THE MATTER OF 

MUNICIPALITY OF MOCA 
PO BOX 1571 
MOCA, PUERTO RICO 00676 

RESPONDENT 

IN A PROCEDING UNDER SECTION 
113 (a) OF THE CLEAN AIR ACT. 
42 USC & 7413 (a) 

COMPLAINT AND NOTICE OF 
OPPORTUNITY TO REQUEST A 
HEARING 

INDEX NO. CAA-02-2011-1216 

RESPONDENT'S ADDITIONAL ATTACHMENT FOR THE INITIAL PRELIMINARY 
EXCHANGE 

In compliance with the Order of Han. Susan L. Biro Chief Administrative Law Judge, in 
the Preliminary Scheduling Order dated January 11 , 2012, the Respondent in this case 
hereby submits its Initial Pre-Hearing Exchange. 

1 . Enclosed is the financial information of the Municipality of Maca, that reflects its 
economical situation for the past 5 years. This documents is in support to our 
affirmative defenses and ability to paid defense. 

I certify that today I sent the original of this document to Ms. Karen Maples, 
Regional Hearing Clerk, Region II, US Environmental Protection Agency, 290 
Broadway Ave. , 16 Floor, New York, NY 10007-1866 and Certified Mail, Return 
Request to Ms. Carolina Jordan-Garcia, Assistance Regional Counsel , US 
Environmental Protection Agency-Region 2,City Vfew Plaza II - Suite 7000, #48 
Road 165 Km 1.2, Guaynabo, Puerto Rico 00968-8069. , and Copy to Han. Lisa 
Buschmann, Administrative Law Judge, Office of Administrative Law Judges, US 
Environmental Protection Agency, Ariel Rios Building, 1200 Pennsylvania Ave., 
Washington DC 20460. 
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Respectfully submitted today March 21, 2012. In Ponce, Puerto Rico. 

USDC NO 209906 
PO Box 750 
Mercedita, Puerto Rico 00715-0750 
Tel. (787) 284-2971 
Fax, (787) 284-6292 
e-mail: alberto ramosperez@yahoo.com 
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INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
~~~1unicipal Legislature 

Municipality of Maca 
Moca, Pue1io Rico 

'' 
i I 

Members: i ·I ' 
American Institute of C~rt'it< gd 
Public Accountants (AIG:PA:) 

Pueno Rico Board of Ceriitled 
Public Accou ntants : 1 

Management Consulti ng' 
1 

Services Div ision • ! 
'! 
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I. 

We have audited the accompanying f inancial statements of the governmental activities, 
each major fund and the aggregate rernainin~l fund information of tile Municipality of 
h1ioca, os cr? and for !he year ended June 30, 2007, which collectively compri~e the 
fvlun icipc. lity's basic financial statements, as listr~d in the tE1ble of contents. These financial 
statem~~nts am the responsibi lity of the Municipality's mananernent. Our responsib;ifity is 
to exp1·ess opin ions on these financic-1! :stafernents bm.:ed on our aud it. \Ve did not aud it th~ 
fim.mcia! staternents of Moca Howling Pro jed, as Cif J ' .. ~ ne 30, 2007 . Those financial 
statements were audited by other auditors whose mport thereon hos been fmnished :tb us, 
and our opinion, insofar as it relates to Hie emounts included for Moca Housing Project, is 
based on the report of the oU'1er auditors. 

'A1e condud~~d our audit in accordance with auditing standards generally accepted in the 
United States of America ancl the standaids applicable to financial audits contained in 
c3overnment Auditing Standards, i~;sued by the Comptro ller Genera l of the United States 
c·r Ame:·ica. Those standards req:.: ln:: then we ~J! an and periorm the audit to obtain 
reasonable assurance about vvhetlier ;:he financial statements are free of material 
misstatement. Ari audit includes exa t-r.ining. or: 8 te!;t basis, evidence supporting the 
amou rl~s and disclosures in the financial statement~;. i~.n ai..idlt also includes assessing the 
accounting pnnciples used and signific;;n:t estit·nates rnade by management, as well as 
evaluating the overall financial statement presentation. \N e believe that our audit provides 
a reasonable basis for our opinions. 

Based on our audit and the report of othsr auditors, the financial statements referred to 
above present fairly, in ail material respects , the respective financial position of the 
governrner:tal activit ies, each major fl:nd antj the aggregate remaining fund information 
of the Municipality of rvloca as of June 30, 2007, and the re~;pective changes in financial 
position , thereof and the respective budgetary comparison for the General and Debt 
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Service Funds for the fiscal year then ended in conformity with accounting principiJs 
generally accepted in the United States of America. 

' I 

In accordance with Government Auditing Standards, we have also issued a report datr d 
November 16, 2007 on our consideration of the MunicipaHty's internal control over finanoibl 
reporting and our tests of its compliance with certain provisions of laws, regulatio ~b . 
contracts, grants, agreements and other matters. The purpose of that report is to descri1~~ 
the scope of our testing of internal control ov;ar flnancial reporting and compliance and tH~ 
results of that testing, and not to provide an opinion on the internal control over finand[ i~ l 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessirh;l 
tt1e results of our audit. j ~ 

. ~ I 

The Management's Discussion and Analysis on pages 3 through 8 is not a required pJrt 
of the basic financial statements, but is supplementary information required by the 
accounting principles generally accepted in the United States of Arnerica. We have 
applied certa in limited procedures, w!·1!c!1 CI.Jnslsted pr!ndpaUy of inquires of management 
regarding the methods of measurement and presemntion of the requ ired supplementary 
information. However, we did not audit the; !nrornls1tion and express no opinion on it. 

Ottr 8udit was conducted fer· tf'i(! purpcm~ ;,;i forntng opinions on the financial statEm:tents 
·tl':,,:;>t .,,~ , ;:,.,,n.t·,·ve"ly col·r,n r ·r·,~ - ~, th::, '' rh .. -.. ;,., ;.n;:· !:'r•:'": h ..... ,,·.-·· f'··,.·,q ''" '"' J ~~t., ->, ,.,m· t"n', · <:: ... ,-;...{. .• '•c· ,~ o··r·,p· ·-:;.,,;;yt·rw ~"-L. \.,; ...... ........... . 1- .. .. t .. 1 ~ ..... ,\: ·'·" .i~ ..... c1N - .. . t .. _c ... .. -a~ ~ I .c.; ,, v n_o .:;, ~..c~lvl ! ._.., .,.... , 1'--' u v J <o:t .' . , ~ 

>Y'!"•ndU 18·' ( / OVr'\f'''Jd; ·'(! l''·e· .... ;·;f ·';:,;"' ;:>;•;;t ~l\ '• l">f"(1<"· ';:;: 1· ;.:-.~ e,-. i·<.> O' (t'.t' n; 'frlQ. <::>-• <' Of ~ddi~lj ()'"/a· : --..,I t,_, 1\o.r t ,I 'JJ ' i·" .rl · .. 11 1 ~.r ,,::;. '•J ! j .._.. ,,J.._,.,~. AI .,.Ai/~t<~ -""~ f .,,. rj, ._, ...., tl"\;"' t..._. . rl 'l..t:: r• -..- •~· - . ) 0 ... :{, , 'l .. 

,::;rv,;:lysi;::. as •equi1·0d by U. S. Oifice- d f•.,.1anag~;=!n:e nt and 8udget Circuiar /\ .. 13:3, Audits· of 
c:;;.1~1;'·e~ l :·:c·'-· ' r::, .. .,VPJ'"l !"nPt· ·1·f'.~· .:··r,a' ,~ '"'if' .. n"'oYf1'f· rlr:c•··~r1 f:•a· t·;c .. Jr·;c:: a,.,a· i"- c:. i,;::c .. · ,.l .. )t ::1 rPnl iir·Pti p ' : l·;· \.-i'tl:o~ ""'-f ,_t_,. .t,=tl -··•. 1 :0. • I .. .. ,J _ ._,} ·.1 F t . -:''!~ ~ If ~ J '- .......... ',.jC ... ~ ~- '{ · • • "-'! · 1 •• ..,.... K,..: . .,., . .J f ,,, .. -~~ ·- ·- · ·-·._, _,, .. d .. , 

r~f ·rhQ }··,:;;;:iro fi,-' ~-<n'' 't' "l ·~·t ·c•·(·~~(:."''::. ,..,l+.c · C::Jf"h t'l'lfO ~m·~+j"Q··· ~1"'"' b 0 Afl '-'~ ;i·.k>('•-::.•J ·to tilP. ' 'I' ••j j·+;nn, -~ ~ .... .....- \..).._'!,_"~~ .• ~: f ,_ , ! • ... .- Gt! .;JC.,.,.\: .., . ; rr.,... ! tV . '--"•· -'-· . I ! PO \. It ;,.(..(\.J ,_,_ ...... ~ ;..o.o,l '-'·l t t:.,.\. J ~.: . ... - ( ~ V l 1., !j 

p:·cceduros app !k::.~d in thH audlt o'l the financial statements ancL in our opinion, is f;:-3irly 
stated, in aU material respects, in relation to the financiai statements ·!;:;ken as a who!e. 

San Juan, Puerto Rico 
November 16, 2007 
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MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

:, 
II 11 

I , 

:Management of tfie :M unicipafity of :M oca (tfie ":M unicipafity ") provides tfiis :Management '41 

(])iscussion and)1.nafysis of tfie :Municipafity's 6asic financia[ statements as an overview and anafysi>j l 
of tfie financia[ activities of tfie :Municipafity for tfie fisca[ year ended June 30, 2007. We encourage! 
readers to consider tfie infonnation presented fiere in conjunction witfi tfie adc!itiona[ information tfiat 
we fiave furnisfied in tfie accompanyi11{j 6asic financia[ statements. 

USING THIS ANNUAL REPORT 

%is annua[ report consists of a series of new financia{ statements witfz a change in tfze focus from 
previous financia[ statements. rrlie new focus is on Gotfi tfie :Municipafity as a wfiofe (government­
wide) and tfie major individua[ fund's. CBotfi perspectives (government-wide and major fun£) a{fow tfie 
user to address refevant questions, Groaden a 6asis for comparison (year to year or government to 
government) and enfiance tfie :Municipafity 's accounta6ifity. 

FINANCIAL HIGHLIGHTS 

• rrlie ?rtunicipafity net assets increased 6y $ 3, 189,894. 

• In tfze fund financia[ statements, genera[ fund 6afances increased Gy $ 1,061,476. 

• Capita[ projects fund's increased Gy $ 975,155. 

• Capita[ expenditures amounted to$ 1,558,003. 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

!J'fie government-wide financia[ statements are designed to provide readers witfi a 6road overview of 
tfie :Municipafity's operations and finance as a wfiofe in a manner simifar to private-sector 6usiness. 
rrliese statements provide sfiort-term and [o11{j-term information a6out tfie :Municipafity's financia[ 
position, wfiicfi assist tfie :Municipafity's management to determine tfie economic condition at tfie end 
of tfze foca[ year. rrfzese financia[ statements are prepared usi11{j tfie fCow of economic resources 
measurement focus and tfie accrua[ 6asis of accounting. %is 6asica[fy means tfiat tfiese financia[ 
statements fo[fow metfiocfs tfiat are simifar to tfiose used 6y most Gusinesses. rrliey taf<.! into account 
a[[ revenues and expenses connected witfi tfie fisca[ year ended June 30, 2007 even if casfi invo[ved 
fiave not 6een received or paid'. rrfze government-wide financia[ statements indude: (1) tfie statements 
of net assets and (2) tfie statement of activities. 

-3 -
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Statement of :Jfet )lssets 

'Ilie statement of net assets presents a([ of tfie :.M.unicipafity's assets ana [ia6ifities, .witfi tfie aifference 
6etween tfiese two items repartee£ as "net assets" (equity). Over time, increases or cfecreases in tfie net 
assets may seroe as a useful indicator of wfietlier tlie financia[ position of tlie :Municipafity is eitlier 
improving or aeteriorating. 

Statement of )lctivities 

'Ilie statement of activities presents infonnation sfiowing fiow tfie :.M.unicipafity's net assets cfiangea· 
auring tfie fisca[ year erufea June 30, 2007. ){[[ cfianges in net assets are repartee£ as soon as tfie 
unaerfying event giving rise to tlie cliange occurs, regarafess of tfie timing of refatec{ casli j[ows. rrfius, 
revenues ana expenses are reportea in tfiis statement for some items tfiat wi[[ not resu[t in casfi flows 
unti[ future fisca[ period's (sucli as unco[fectea ta.:x:..es ana earnea 6ut unusea vacation feave). rrliis 
statement aCso presents a comparison 6etween airect ex:penses and' program revenues for eacfi Junction 
of tfie :M unicipafity. 

!J3otfi of tfie a60TJementionea financia[ statements present a[[ tfie governmenta[ activities of tfie 
:Municipafity, wliicli consist mostfy 6y tazys ana intergOTJernmenta[ revenues (sucfi as jecfera[ grants). 
:.M.ost seroices proviaea 6y tfie :.M.unicipafity fa[[ into tliis category, incfutfing cu[ture ana eaucation, 
genera[ government, fiea[tfi ana sanitation, pu6fic safety, pu6fic fiousing ana welfare, etc. 

Puna Pinancia{ Statements 

'Ilie Puna Pinancia[ Statements proviae aetaifea infonnation a6out tfie :Municipafity's most 
significant fund's, not tfie :Municipafity as a wfiofe. rrfie :Municipafity lias onfy one f&na of fun£ 
wfiicfi is tfie governmenta[ funcf. 

qovernmenta[ fund's are usea to account for essentia[fy tlie same functions reportea as governmenta[ 
acti·vities in tfie qovernment 'Wiae Pinancia[ Statements. J{owever, unfi/(s tfie qovemment 'Wiae 
Pinancia[ Statements, government Puna Pinancia[ Statements focus on near · tenn inflows and" 
outflows of spend"a6fe resources, as we[[ as on 6afances of spend"a6fe resources avaifa6[e at tlie end" of 
tfie fisca{ year. Sucfi infonnation is useju[ in eva{uating tfie :Municipafity's near tenn financia[ 
requirements. 

(]3ecause tfie focus of govemmenta[ fund's is narrower tlian tfiat of tfie government wiae financia[ 
statements, it is useju{ to compare tfie infonnation presented" for governmenta[ fund's witfi simifar 
infonnation presentee£ for governmenta[ activities in tfie government wiae financia[ statements. illy 
aoing so, users of tlie 6asic financia[ statements may 6etter unaerstancf tlie fong-tenn impact of tfie 
'Jvlunicipafity's near tenn financia[ aecisions. illotfz. of tlie qovernmenta{ Puna illafance Sfieet ana tfie 
qovernmenta[ Pwuf Statement of CR,_evenues, r[j;pendltures ana Clianges in Puna illafances proviae a 
reconci[iation to facifitate tfiis comparison 6etween governmenta[ funas ana governmenta[ activities. 

-4-
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

:Net )f.ssets ; 

)Is nntetf earfWr, net assets may serve CYVer time as a usifu£ indicator of tfze 'Municipa[ity 's fimmcia)t 
position. In tfie case oftlie :M.unicipafity, assets e)(_ceecfecUia6ifities 6y $15,688,785 at June 30, 2007. 

I 
I 

}ls previous[y cfiscusserf, 6y far tfie fargest portion of tfie :M.unicipafity 's net assets reflect its ! 
investment in capita[ assets (e.g., [anrf, 6uiUings, macfiinery, equipment ancf a[[ otfier property) Cess · 
any refatecf cfe6t ·usecf to acquire tfiose assets tliat is sti[[ outstand'ing. 71ie :M.unicipafity uses tlies~ , '[ 
capita[ assets to provicfe services to citizens; consequent[y, t!iese assets are not avaifa6[e for future . 
sperufillfJ. 'Ifze jofiowillf] is a condense£ presentation of tfie :M.unicipafity's financia{ position am( : 
resu{ts of operations, as reportecf in tfie govemment-wicfe financia{ statements: 

Municipality ofMoca 
Condensed Statement of Net Assets 
June 30, 2006 and 2005 

2007 2006 

Ctm·ent assets $ 7,112,030 $ 4,676,078 
Capital assets 19,262,906 18,743,786 

Total assets 26,374,936 23,419,864 

Current liabilitjes 3,010,777 2,969,670 
N oncmrent liabilitjes 7,675,374 7,893 ,060 

Totalliabilitjes 10,686,151 10,862,730 

Invested in capital assets, net of related debt 15,702,906 15,653,786 
Restricted 564,350 1,399,472 
Unrestricted (578,471) (4,496,124) 

Total net assets $ 15,688,785 $ 12,557,134 

Cfianges in :Net )lssets 

'Ifze :M.unicipafity 's net assets increase a 6y $3,189,894. ){pproxjmate[y 42 percent of tfie 
:M.unicipafity's tota[ revenue came from grants ancf contri6utions, induding feaera[ air!, wfii[e 24 
percent resu[tecf from ta.x:Jts. 'Ifte :M.unicipafity 's expenses cover a range of services. 'Ifte fargest expenses 
were for genera{ government ana pu6fic worf<§. 
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Municipality ofM oca 

Condensed Statement of Activities 
June 30, 2006 and 2005 

2007 2006 

Program revenues 

Charges for services $ 3, 148,228 $ 2,051,651 

Licenses and Permits 

Operating grants and contributions 1,729,700 1,487,738 
Capital grants and contributions 371,545 

General revenues 

Property taxes 3,041,091 2,692,651 
Municipal license tax 926,255 776,071 
Grants and contributions not restricted 

to specific programs 7,830,676 5,702,217 
Interest, fines and penalties 201,185 81,655 

Miscellaneous 1,225,540 1,035,144 

Gain on sale of land 

Total revenues 18,102,675 14,198,672 

Expenses 

General government 6,648,823 6,538,161 
Pub lie safety 922,047 837,223 
Public works 5,478,408 4,678,383 

Culture 157,258 157,253 
Recreation 695,266 873 ,044 
Health and welfure 889,868 1,015 ,375 
Interest on long-term debt 121,111 449,275 

Total expenses 14,912,781 14,548,714 

Change in net assets 3,189,894 (350,042) 

Net assets, beginning of year 12,498,891 12,907,176 

Net assets, end ofyear $ 15,688,785 $ 12,557,134 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

}ls notea earfier, tfz.e 'Jrlunicipafity uses juncf accounting to ensure ancf aemonstrate comp{iance witfz 
finance-refatea fega{ requirements. 

qovemmenta{ Pumfs 

rrlie focus of tfz.e 9Ylunicipafity's govemmenta{ jumfs is to proviae information on near-tenn inflows, , 
outflows, ancf 6afances of spencfa6fe resources. Sucfz information is useful in assessing tfz.e , 
'Jrlunicipa{ity's financing requirements. In particufar, unreservea funa 6afance may serve as a useju{: 
measure of a government 's net resources avaifa6{e for spending at tfz.e encf of tfze fisc a{ year. 

I 
}ls of tfie encf of tfie current fisca{ year, tfze 'Jrlunicipa{ity 's govemmenta{ funds reportea com6inea 
ending juncf 6afances of$ 5,076,077, an increase of$ 2,273,891 in comparison witfi tfie prior year. 
rrliere are reservations of juncf 6afance. rrliis is tfze juncf 6afance that is not avaifa6{e for new spending 
6ecause it fz.as a{reacfy 6een committee{ 1) to fiquiaate contracts ancf purchase oraers of tfie prior fisca{ 
year($ 2,201,505) ancf2) to pay cfe6t service($ 564,350). 

rrlie genera{ funa is induaea witfzin tfze govemmenta{ fundS; it is tfze operating juncf of tfze 
'Jrlunicipa{ity. }ls of June 30, 2007, tfze genera{ juncf has a superavit of$ 2,404,596. rrlie superavit 
increasea 6y $ 1,061,476 auringfisca{ year enaeaJune 30, 2007. 

:Notes to tfz.e Pinancia{ Statements 

rrlie 6asic financia{ statements afso induae notes to ex:pfain infonnation in tfze financia{ statements 
ancf proviae more aetaifea aata. 

~quirea Suppfementary Information 

rrlie statements are foCCowea 6y tfz.e requirea suppfementary infonnation tfz.at contains tfz.e 6udjjetary 
comparison scfieaufe for tfze qenera{ ana (])e6t Service Puncfs. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita{ jtssets 

rrlie 'JrlunicipaGty 's investment in capita{ assets as of June 30, 2007, amounts to $30.6 mz'{[ion, net of 
accumufatea aepreciation of $14.0 mi{fion, feaving a net 6ooft va{ue of $19.3 trzi{[ion. rrliis investment 
in capita{ assets induaes fane!, 6ui{dings, improvements, equipment construction in progress. 

rrlie tota{ net increase in tfze 'Jrl unicipaGty 's investment in capita{ assets for tfze current fisca{ year was 
a6out 3% in terms of net 6ooft va{ue. }lctua{ expenditures to purcfzase or construct capita{ assets were 
$1.0 mi{[ion for tfie year. (])epreciation charges for tfz.e year totafea $0.9 mi{fion. 
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'Ilie :M.unicipafity finances a significant portion of its construction activities tfirougfi 6omf issuances. 
'Ilie proceed's from 6omf issuances rfesignaterf for construction activities are committerf in its entirety 
for sucfi purposes am! cannot 6e user! for any otfier purposes. }ls of June 30, 2007 tfie :M.unicipafity 
lias $1.2 miffion of unexpenrferf proceed's from 6omf issuances tfiat are committerf to future 
construction activities. 

£011{]-IJ'erm (])e6t 

}l t year-end; tfie :M.unicipafity fiarf $ 8,382,217 in genera[ am! specia[ 6ond's ana notes ana otfier wng 
term rfe6ts. Sucfi amount represents an increase of 7 percent witfi respect to prior year. 'Ilie fo[[owing 
is a summary of tfie :M.unipafity 's outstamfiTl{j rfe6t as of June 30, 2007 am! 2006: 

Outstanding Long Term Debt 

June 30, 2007 and 2006 

General and special obligations 
Other long term bebts: 
ASES 

Landfill obligation 
CRIM-LIMS 

Compensated absences 

Total 

Governmental Activities 
2007 2006 

$ 4,284,001 $ 4,124,457 

228,311 

2,067,918 

149,949 

1,652,038 

$8,382,217 

379,375 

2,067,918 

178,231 

1,725,625 

$8,475,606 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

'Ilie :M. unicipafity 's sefecterf ana appointerf officiafs consiaererf many factors wfien ·setting tfie fisc a[ 
year 2007-2008 6wfget. One of tfiese factors is tfie economy. }lmong economic areas consirferecf are tfie 
popuwtion growtfi estimates, persona[ income, fiousing statistics am! unemp[oyment rates. 

'Ilie :M.unicipafity appfiecf a conservative approacfi in tfie rfwefopment of 6urfget estimates for tfie 
2007-2008 foca[ year. 'Ilie :M.unicipafity estimates tfiat tfie amounts avai[a6[e for appropriations in 
tfie qenera[ Cf'unrf for tfie foca[ year 2008 wi[[ 6e $11. 6, a increase of appro:{j.mate(y 1 % witfi respect 
to prior year fina[ 6urfget. 'Ilie rfecrease in 6urfgeterf estimate for foca[ year 200 7 is rfue in part to an 
unexpectecf increase in revenue cfuring tfie prior foca[ year wfiicfi lias not 6een projectecf for tfie current 
foca[year. 

FINANCIAL CONTACT 

'Ilie :M.unicipa[ity 's financia[ statements are d'esignerf to present users (citizens, taxpayers, customers, 
investors ana crecfitors) witfi a genera[ overview of tfie :M.unicipafity's finances am! to rfemonstrate tfze 
:M.unicipafity's accounta6ifity. If you fiave questions a6out tfze report or neerf arfrfitiona[ financia[ 
information, contact tfie :M.unicipa[ity 's Cfiiej Cf'inancia[ Officer on tfie second floor of tfie %wn Jfa{[, 
:M.oca, Puerto r:Rj.co 00676. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF NET ASSETS 
JUNE 30, 2007 

Governmental 
Assets ktivities 

Cash (Notes 2 and 5) $ 5,444,480 
Cash with fiscal agent (Notes 2 and 5) 1 '187,593 
Accounts ;eceivable: 

Landfill 172,144 
Rent 

Due from other agencies (Note 8) 295,355 
Other assets 
Restricted funds 12,458 
Capital assc;ts , net (Note 10) 19,262,906 

- ------··· 

Total assets $ 26,374,936 

.!:-.i~~lE!.!eS!_!Jnd Net Asse~s 

Uabt!itie~;; 

l \cco<Jr;ts payable ar1d accrued liabilities $ 643,942 
Due to other agEmcies (Note 11} 185,806 
Genera! obligations : 

Bonds 205,000 
lnterc:st 11 2,720 

Deferred revenues : 
Municipal license tax (Note 12} 814,756 
Federal government (Note 12) 73,729 

Noncurrent liabilit ies: (Note 14) 
Due within one year 706,843 
Due in more than one year 7,675,374 

Accrued interest 267,981 
Total liabilities --~686,15.:!_ 

Net Assets 
Investment in capital assets, net of related debt 15,702,906 
Restricted for: 

Debt service 564,350 
Unrestricted {578,471 ~ 

Total net assets 15,688,785 

Total liabilities and net assets $ 26,374,936 

Moca Housing 
Project 

$ 119,845 
' 

1, 04~ 

13,936 
176,230 
805,739 

$ 1,116,794 

$ 35,769 

62,129 
914,11 2 

1,012,01 0 

104,784 
104,784 

$ 1,116,794 

The accompanying notes are an integral part of these basic financial statements. 
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COMMONWEt\LT H OF PUERTO RICO 
MUNIC!PAUTY OF MOCA 

STATEMENT OF ACT~VlT~ES 
FORT HE FISCAL YEAH EN DED JUNE 30, 200"7 

$ 

$ 

$ 

E}(pense s 

6,6.:,3 ,823 
922,047 

5,478,408 

157,258 
695,266 

888 ,868 
121,111 

14,912,781 

374,530 
374,530 

General revenues: 
Property taxes 

Municipal license tax 

Sales and uses tax 

Pro;Jram Reve nues 

Ope rating 

Charg"s for Grants and 
S~rvices Contributions 

$ ?,543,134 $ 

I ,431,681 

298,019 

$ 2.543 .B4 $ 1,729,700 

442, 7<36 
$ 44:~. ?66 

_$ __ .. 

Grants and contributions not rest ricted to specific programs 
lnteres t and investment earnings 

Miscellaneous 

Tota l general revenues 

Cha nge in net a'sse ts 

Net assets at beginning of year 

Net assets at end of year 

Net (Expense ) Revenue and 

Changes in Net Assets 

Primary 

Government 

Gove rnmental 
Activities 

$ 

$ 

$ 

(4,105 ,689) 
(922,047) 

(4,046,727) 
(157,258) 

(695,266) 
(591 ,849) 

(12 1,1 11) 
(10,63~. 947 ) 

3,041,09 1 

926,255 
605,094 

7 ,830,676 

201 ,185 

1,225,540 

13,829,841 

3,189,894 

12,498,891 

15,688,785 

Co m po n en t 

U ni t 
M a ca Ho usin g 

P roj ect 

$ 

68,236 
68,236 

68,236 

36,548 

$ 104,784 

The accompanying notes are an integral part of these basic financ ial statements. 
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3 ~ N Acco unts receivab le : 
~ g - Land fi ll 

! ?::; ~ ~'i la fro m ag encies (No te B) 
~ R ;:S oue fro m othe r fun ds (Not e 9) 
0 ·":) l..I..J 

~~ ;::o 
~ ;! ;::t> Tota l as s ets 
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~ j ~ 

~~< 
~ ~ tr1 
::::;::: ;::o 
.~ ~ ;:t> 
~ ~ R? 
b.~n 
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COM MONW r:t~i. I hi o :: j"U!:ino R> GO 
~~ ~ ·UN I ~; l P h. tJ~~- y :CJ F ~..:1 (F Ci~ 

8AL. ,:>, ! .; c~c ~~ rlif:ET··>C~OV E H'~~M E. NT /c1 FU ~JDS 
.JU f"''i::: 30 , :?.(HJ7 

Hot.: :) in g ~ nd Community 
Urb~ n Oriente d Poli cing Othe r 

De ve ~·J ~m •3 r; t Deb! S!l r v ices Gove rnme ntal 
Gu r. e n 1! _f:.::hl.:~~~~---- Sc rvft>B (COPS) Program Fu nd s -----·---- ·-· - ·- ·--·--- -- ---~ --

$ 2,394,fY / ,. 
" : )4 Ci , 27 ~ 1 <· -!• $ 401 ,4 69 $ 1 ,43 7 ,6 74 

!:!i0,2. i 2 i , i 8 7 ,593 
'i :'. ,4 5['. 

172,144 
79 ,233 ., ;3:~ : 42 4 ! 1 16S 8 40,0 00 

862 .986 ~ . 387 -- - - ---
$ 3 ,SC >l,050 $ 5 17 ,160 $ 33 2 ,() 70 $ 40 1 ,468 $ 2,6 67 ,654 

=..::":-:...~ .:~;= --========!"'; ;;;-: ;o: ;;:;:::::= -== 

The accompanying notes are an integr81 part of the~~s basic financial statements. 
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Tota l 
Gover n m enta l 

Funds 

$ 4 ,5 7 4 ,108 
2,0 57 ,965 

12,458 

17 2 ,144 
295 ,355 
865 ,373 

$ 7 ,977,40 3 
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Liabi li ties and Fun d Ba lance 

Liabi lities 
Acco unts payab le and accrued 
liabilities 

n ~ Due to other agencies (Note 11) rn 

"' ::j >-:3 Due to other funds (No te 9 ) ::'1 
rn N General obligations : 0 

~ ~ Bonds ;p 
r ;;o !•He res t ;:) >---< 
)> < Deferred revenues (Note 12; · n 
n 
~ Municipal license tax 0 

c 
z p. Federal government :;;! 
z ~ Totalliab ililies ;;; ;;o 
< :2Fund Balances ,. 
r 
c tTl Res e rved for: 
"' ,. ;;o Encu rn brances 0 

;:t> 0 
Debt se rvice rn 

0 

~<:=' Un rese rved fund balance V> 

"' "' < n Total fund balance 

"' 0 
V> 

Total liabilities and fund balance 

$ 

COM MONW EAI.. "'i"n-l O f t" llERTO RICO 
MUN!C~PAUTY OF MOCA 

BALA NCE SHEET-GOV EHNM EN TAL FUNDS 
JUNE 30 , 2007 

General 

116,039 
i 71 ,2 72 

2,387 

8 14,756 

1 ,104,454 

201,816 

2 ,202,780 
2.404 ,596 

Housin g and 

Urban 

Community 

Oriented Policing 
Deve!opme;; t Debt Services 

Pror, rarn s __ _:~~rvice (COPS) Program 

$ 6 ~ 52 .5 :;; $ 
A . f t: ')A 
l · t ; ._ l ... - .. 

3 14 ,9 30 401,469 

205 ,000 
112 ,72 0 

73,"729 
40 9 .i1~~:- ---·317 ;?2 0 401,469 -------- --------

564,350 
107 / l 42 

-~7~442-· ··- ---~564 , 350 
-----·----

$ 3,509,050 $ 517,"160 $ 882,0 70 $ 401,469 

O ther 
Governme ntal 

Fu nd s 

$ 521,378 

146,587 

667,965 

1,999,689 
1 ,999,689 

$ 2,667,654 

The accompanying notes are an integra l part of these basic financia l statements. 
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T ota l 
Go vernmenta l 

Fund s 

$ 

$ 

643,942 
185 ,806 
865,373 

205,000 
112,72 0 

814 ,756 
73,729 

2 ,901,326 

201,816 
564,350 

4,309,911 
5,076 ,077 

7,977,403 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

JUNE 30,2007 

Total fund balances- governmental funds 

Amounts repo rted for governmental acti vities ir1 the statement of 
net assets are different because: 

• Capita! assets, net used in governmental activi ties are not 
c•.wrent financial resources and therefore are not reported 
!n the 90vernrnental funds balance sheet 

" Some liabi!ilt!3:S, lnclucHng bond s pa yc1 bie, an; not duo and 
·· p.::!y:;:•ibk: in Lh ,.:: curn;;Jnt pE:ric~d nnd tl·:(:; refore. are not 
r-~~po:t(~d in i:hi:: fund:~ . {N~ot~ ·~) 

'' . ' 

$ 5,076,077 1 

.,. 

19,262 ,906 

__ ( 8 ..:?.§_g~! 9 8) 

$ 1 5,6 88 ~?85 

The accompanying notes are an integral part of these basic financial statements. 
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M UNICIP t.L!TY Oi- M O(;f, 
STATEME~H OF REVENUES , EXPENDITURES, AND GHA.NGES ;r< f'UNO 8ALANCES-GOV!:P.NMENTAL !C ONTINUED) 

FOR THE F~5CAL. YEJI.P. F!'<!JED ,! \.i !IE 3Q , 20 07 

Oth e r 
Housing a 1t<j 

U rh ~n 

Dev-ek.1 pm ent 
P rograms 

Debt Governm e ntal 

(/") 

=· <' 
'J> 

"-' 
-o 
0 
OJ 
0 
>< 

REVENUES 
Property taxes (Note 6) 
Municipal license taxes (Note 7) 
Sales an d uses tax 
Licen~es and perm its 
Charge5 fo r service and rents 
lr;:e r;o;;;rnmenta l rever.ues (Ne>t" 13}: 
rc :h:ral gtants an d contr!b •; t:ons 

c5 ~ 0 S r?.h~ Clintrih utio n s 
~ ~ ~ i;\ ~t.;; ·c~ : . nn es . and pena!t:es 
· 2:! --J n thP r revenues c.n m ~ - .. 
s ~ N To :al revenues 

c -
~ :"' :;:ifXPENDITURES 
~ ~ ~ G&nE: ral government 
;;o n <Public safety 
o n tT1 
o o ,_,...:, Public works 
'-0 c "'-' 
~ ::j ~Cultu re 
~ ~ ~ Recrea tion 
'Jl ~ = '-'! :::0 Health and welfa re 

g ~ <Ca pital outlays 
:o c tT1 Deb t se rv1ce: 
; ;:' ~ Principal reti remer~ t 
::3 g ~ In te res t and other 

:;i § R? To ta l expendi tu res 

~ ~ 
"' < 
~ ~ 
~ ~ 
___, 
c~ ._, 

' -
t 
·J. 
?:. 

O Excess (deficien cy) of revenue~- over (under) expe nditures 

:=:oTHER FINANCING SOURCES (USES) 
Loan p r(.'Ceeds 
Transfers in 
Transfers au t 

Total other financing s o urces (u s es) 

Excess of revenues and other fir,ancing 
so urces over expe n ditu res a nd othe r use; . 

FUND BALANCE AT BEGINNING OF YEAR 

FUN D BALANCE AT END OF YEi\i t 

G<~ner c ~ 

!: 2 :1 B5,3G7 

826 ,255 

2e 4 .769 
2 , :!5 ~ ,36~ 

5 . ~·33.2 t 7 
l d 1 ,6:H1 

$ 

1 ,6 80,734 

1,2·J J,•ifl!l 15,656 
--.1:?);'7'4. i 2 i-- -~.;-:590 

6

·;;~ :~~~ G22 ,6:;o 
~. ;! ri.;} ,f! [; C· 

'; ,;:1 .0! 3 

S6 ~LSLS 

4Gh. fi.<5 248,602 
497,714 

·j i_5 :~5 .2~4 1,668,946 

_ __ L~:;B,~-~_7- 2 7 ,644 

22 .16f3 

-~?~~~~~-[2_ 
_ _2L·~~i_~L 

1,1)6 1.476 2'<,644 

__ 1 _ , 3~~:~~~- 79,798 

-~~~4.5_G6 = $ _:!._?~~-? 
:~ . ~ 

Service Funds 

$ 854,7 24 $ 

605,094 

48,966 
1 ,997.429 

18,228 ·t ,327 
6, 196 

872,952 2,659,012 

159,544 

~ ,098 ,385 

1,060.289 

654,302 
28 6,564 
94 1 ,3~ 2,318,2 18 

(68.414L 340,794 

635,000 
299,557 
(21 .52 7) (639) 

278.030 634,36 1 

209.6 16 975,155 

354,73 4 1 ,024,534 

$ 564,350 $ 1 ,999,689 

The accompanying notes are an integr-:\1 pmt of these basic financial statements. 
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Total 
Gove rnmenta l 

Funds 

$ 3.04 1,09 1 
926.255 
605 ,09 4 
284 ,769 

2,258,365 

1 ,729 .70 0 
7 ,83~ .67(; 

20 1,185 
1 ,225,540 

18 ,102 ,675 

6,393,677 
8 7 6.177 

5,1 64.965 

1 49,613 

664.686 
71 5.297 

1 .558 ,00 3 

654,802 
286,564 

16.463 .78 4 

1 ,638,891 

635,000 
321 ,723 

(32 1 ,723) 

635,000 

2,273,89 1 

2,802, 186 

$ 5,076,077 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30,2007 

Net change in fund balances- total governmental funds $2,273,891 

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

''!I 

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

• Depreciation expense on capital assets is reported in the 
st~:: tc::me~ nt of scti vities, but they do not require the use of current 
fina ncial msources. Therefore. depreciation expense is not 
repc:rteci as expc:~nditure in governmental funds. 

• Gov<:~rn mentai funds report issuance of long-term debl ElS other 
financial sources because provides current financial rm;ources. 

• Governmenta! funds report principal payments on long-term 
obligations as expenditures, whereas the principal payments 
reduces the long-term obligations in the statement of activities. 

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

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

Accrued vacations and bonus 

Changes in net assets of governmental activities 

1,558,003 

(900,842) 

(635;000) 

654,802 

165,453 

73,587 

$3,189,894 

The accompanying notes are an integral part of these basic financial statements. 
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COMMON'./I!Ef.d .. ~- H Di' r• U~. R T Q R'C O 
MUNIC!!' .-'.UIY Of' M0Cft. 

STATEMENT OF REVENUES, EXPENDITURES, AND OTHER FiNANCING SOURCE:> · BUDGET AND ACTUAL- GENERAL AND DEBT SERVICE FUNDS 
FOR T HE FISCAL YE,t,R ENC>EO JUNE 30, 2007 

General Fund Debt Service Fund 
Variance with Variance with 
flna! Budget- Final Budget-

Budgeted Amounts Pc•sitive Budgeted Amounts Positive 

r Original Final Actual (NE>gative) Original Final Actual (Negative) 
i> ------- - ------

'-" REVENUES 
:::: Property taxes $ 2,078,209 $ 2,243,399 $ 2,243, 3:19 $ $ 490,116 $ 490 ,116 $ 854.724 $ 364 ,608 
o Municipal license taxes 850,000 850,000 936.749 66,749 
g' Licen ses and perm its 202 ,000 202,000 :?8''.769 82.769 
':., n 0 Charges for service and r<>:;t" 2,026,000 2,026,000 2, ·;~:1,58 5 95,585 
§ ~ :;:d Intergovernmental revenues : 
? -n >---3 State contributions 5,598.447 5,786,532 5,833.247 ~6.715 

~ 8 N Interest, fines, and penalties 25,000 25 ,000 2t:J,?~f. 178.796 18,228 18,228 
~ 2' - Other reven ues 105,000 105,000 135.57!.i 30 ,575 

C :;:d Total revenues 10.884,656 11.237,931 11J59,120 52'!,189 1\90,115 490,116 872,952 382 ,8 36 
~ :;; -=:::: ------ --- --------- -------
;;o n ....._. -
0 n trJEX PENDITURES 
8 ::? :::-::; General government 5,838,313 6,500,909 5,247,393 2fj3,5 16 
? ~ )> Public safety 751,098 766,193 74UlSG 24 ,303 
i:l :;:; - Public works 3.040,339 3.285.316 3,025,44·1 259.872 
2:3 ~ :;:d Culture 154 ,483 153.483 149,569 3,814 
~ j: < Health and welfare 466,694 466,694 466 ,0~4 
g ~ m Recreation 633.729 690 ,336 GB1,7.S2 8,574 
; ~ ~ Debt service: 
~ ~ )> Principal 300,970 300,970 654,802 (353.832) 

~ ~ R:o Interest ----------· _ 189,146 189,146 286,564 (97,418) 

0: : n Totalexpenditures 10,884,656 11,862,931 11,31<:.~2L. - -·-·-· !)50,179 490,116 490,116 94 1,366 (451,250) 
,._, r:; 0 
~ [;; - OTHER FINANCING SOURCES 

:_ Reprogramming funds 625,000 (625,000) 
.._j . ---------

~ Total other financ1ng sources ___ 6?.5,0S!.Q_ __ ----~5,000) 

~ Excess (de fi ciency) of 
.':;, ex penditures over (under) 
~ revenues $ $ $ ~46 .. ?. 68 $ 4 ·~6.368 $ $ $ (6 8, 414) $ (68.414) 

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

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

1. ORGANIZA TJON 

!' I 

! I 

The Municipality of Maca, Puerto Rico (Municipality) was founded in 1772. The 
Municipality is a political legal entity with full legislative and administrative faculties in 
eve1·y affair of the municipal character, with perpetual succession existence and legal 
identity, separate and independent from the central government of t.he 
Cornmonwealth of Puerto Rico. The Municipality provides a full range of services 
including health, public works, environmental contra!, education, public safety, public 
housing and community development, cu lture, and recreation as well as many other 
general H!ld administrative services. 

The f\Jlunicipol Government comprises the executive and legislative branches. The 
executive power is exercised by the Mayor and the legiB!ativG by the Municipal 
Assembly, which has 14 members. The members of these branches are f~iectec1 
e•;ery ·rour ye:ars in the Puerto Rico general e!ect!ons. 

;Z. .SUfi!!Mt:.RV Or SIGNIFICANT ACCOUNTING POLICIES 

Th:;:; accompanying ·financial statements of the Municipality hcwe been prepared in 
cnnformity with accounting principles generally accepted in t h~~ United States of 
America (GAAP) as applicable to governmental entities. The Governmental 
Accounting Standards Board (GASB) is the accepted standard-·setting body for 
establtsi1ing governmental accounting and financial reporting principles. 

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

Management's Discussion and Analysis ·· Introduces the basic financial 
statements and provides an analy1ical overview of the Municipality's financial 
activities. 

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

Statement of Net Assets- The statement of net assets is designed to display the 
fi nancial position of the Municipality, including capital assets and infrastructure. 
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The net assets of the Municipality will be broken down into three categories; 
invested in capital assets, net of related debt; restricted; and unrestricted. J 

!I, 
• Statement of Program Activities - The government - wide statement of activiti~s 

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 scheduies- Demonstrating compliance with the adopted 
budget is an important component of a government's accountability to the public. 
Under the reporting model, the Municipal ity 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 fina l budget and actual results . 

The following is a summary of the more signif ic<:mt pol icies. 

<it Reporting Entity 

In evaluating how to define the Municipality for financial reporting purposes, 
management has considered all potential component units. The decision to 
include a potential component unit in the reporting entity was made by applying 
the provisions of Statement No. 14, "The Financial Reporting Entity," of the GASB. 
Tt1e basic, but not the only criterion for including a potential component unit within 
U;e reporting entity is if elected officials of a primary government appoint a voting 
majority of the entity's governing body, and if either one of the following conditions 
exists: the primary government can impose its will on the other entity or the 
potential exists for the other entity to (1) provide specific financial benefits to or (2) 
impose specific financial burdens on the primary government. A second criterion 
used in evaluating potential component units is if the nature and significance of 
the relationship between the entity and a primary government are such that to 
exclude the entity from the financiai reporting entity would render the financial 
statements misleading or incomplete. GAAP details two methods of presentation: 
blending the financial data of the component units' balances and transactions in 
a manner similar to the presentation of the Municipality's balances and 
transactions or discrete presentation of tile component units' financial data in 
columns separate from the Municipality's balances and transactions. 
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The Maca Housing Project is included in the basic financial statements as '9 . 
discretely component unit because of the nature of the services they provide an<!J II 
the Municipality's ability to impose its will. 

Moca Housing Project is an SO-unit multi-family housing project owned by th'e ! 
Municipality as authorized transfer from the Special Trustee for the Liquidation df ; 
the Accounts of the Puerto Rico Urban Renewal and Housing Corporation. The 1 

Project is operated under Section 515 of USDA, Rural Development (USDA-RD) · 
and regulated by the U.S. Department of Housing and Urban Development (HUD) 
with respect to rental charges and operating methods. The project is also subject 
to Section 8 Housing Assistance Payments agreements with HUD, and a 
significant portion of the Project's rental income is received from HUD. Also, the 
Project is financed by a Mortgage of Section 515 Direct Loan . 

b. Government-Wide and Fund Financial Statements 

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

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
are those that are clearly identifiable with a specific function or segment. Program 
revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead 
as general revenues. 

The fund financial statements segregate transactions related to certain functions 
or activities in separate funds in order to aid financial management and to 
demonstrate legal compliance. These statements present each major fund as a 
separate column on the fund financial statements; all non-major funds are 
aggregated and presented in a single column. 
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c. Measurement Focus, Basis of Accc:..mting and Financial Statement 
Presentation 

The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows. Property taxes are recognized as 1 

revenues in the year for which they are levied . Grants and similar items are1 

recognized as revenue as soon as all eligibility requirements imposed by the 
pmvider have been met. 

· Governmental fund financial statements are reported using the current financial 
•· · resources measurement focus and the modified accrual basis of accounting. 

Revenues ar·e recogniz(~d as soon c?JS they are both measurable and available. 
Revenues are considered to be available when they are collectible within the 
current period or soon enough thereafter to pay liabilities of the current period. 
For this purpose, the government considers revenues to be available if they are 
col lected within tt1e current period or soon enough thereafter. Expenditures 
generally are recorded when a liabiiity is incurred, as under an accrual accounting. 
However, debt service expenditures, as well as expenditures reiated to 
compensated absences and claims and judgments, are recorded only when 
payment is due. 

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

The Municipality reports the following major governmental funds: 

1) General c.!Jnd 

This is the operating fund of the Municipality and accounts for all financial 
resources, except those required to be accounted for in another fund. 
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2) 1-iousing and Urban Develooment Pro_grams (HUD Programs) 

'· I i I 
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This fund account for revenue sources for the development of viable urb.a:n 
communities, decent housing, suitable living environment, rental assistancd;b . 
help very low-income families afford decent, safe and sanitary housing , b.~ 
encouraging property owners to rehabilitate substandard housing and lea~s~, 
the units with rental subsidies to low-income family. · : 

This fund is used to account for the resources accumulated and payments 
made for principal and interest on long-term genera l obl igation debt of 
DOVernmental funds. 

This fund is used to account for the resources used for the payments of payroll 
Gf police ofi lcers, equipment, training , and technical assistance and innovative 
community policy strategies and help develop on infrastructure that will sustain 
community policing. 

Private-section standards of accounting and financial reporting issued prior to 
December 1, 1989, generally are followed in the government-wide financia l 
staternents to the extent that those standards do not conflict with or contradict 
guidance of the Governmental Accounting Standards Board . 

As a general rule the effect of interfund activity has been eliminated from the 
government-wide financial statements. 

Amounts reported as program revenues include 1) charges to customers or 
applicants for goods, services, licenses, permits, or privileges provided , 2) 
operating grants and contributions, and 3) capital grants and contributions, 
including special assessments. Internally dedicated resources are reported as 
general revenues rather than as pmgram revenues. Likewise, general revenues 
include all taxes. 
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When both restricted and unrestricted resources are available for use, it is i~:~ 
government's policy to use restricted resources first, than unrestricted resourde~ 
as they are needed. :~·1 ·1 

li! 
I 

i i d. Cash and Cash with Fiscal Agent I ! 
·' .1 

I i 
The Municipality's Finance Director is responsible for investing availathle 
resources. The Municipality is restricted by law to invest only in savings accounts 
with banks qualified as a depository of public funds by the Puerto Rico Treasury 
Department (PRTD) or in instruments of the Government Development Bank for 
Puerto Rico (GOB). 

Cash with fiscal agent in the capital projects 'fund consists of unused proceeds 
· f rom 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 f!scal agent in the debt sen/ice fund 
represents special additional property tax collections retained by the 
Commonwealth o'f Puerto Rico and mstiicted for the payment of the Municrpality's 
debt service, as established by iaw. 

e. lnterfund Receivables and Payables 

Activities between funds that are representative of lending/borrowing 
arrangements outstanding at the end of the fiscal year are referred to as either 
due to/from other funds (i.e., the current portion of interfund loans) or advance.s 
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. 

f. Capital Assets 

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

Capital assets purchased or acquired are carried at historical cost or estimated 
historical cost. Contributed assets are recorded at fair market value as of the date 

-22-
0RTIZ, RI VERA, RI VERA & CO. 
CERTIFIED PUBLIC ACCOUNTANTS • VAL.l!E ADDED SEI~V IC'ES 

Suite 152, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (7R'I) :m-0562 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA . 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

,>[ • :f 
'i) 
, .. j 

.:!1';, ), 
! I; 
.r 1 
lli 

! l . 
i'' . 
•II' 

'!'IIi : j l 
r ·' (I ' I II I 
I I' 

'.J i 
11 
I! .I: ,. 

donated. Additions, improvGments and other capital outlays that significa9J 1~ 
extend the useful life of an asset are capitalized . Other costs incurred for repa. 1fir~ 
and maintenance are expensed as incurred. Depreciation in capital asset~n ·~ 

I •' 

calculated on the straight-line basis over the following estimated useful livesJ1. i 

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g . · Reservation of Fund Balance 

'''f' '1; 
ii.!: 

Useful Life 
! ' 

30-50 year~ 
5-10 years 
5-20 years 

. Reservations of fund balance represent portions of fund balance th c1t are legally 
:seun~gated for a specific future use or are not appropriated for expenditu re. The 
Municipality has the following reservations of fund ba.lance: 

Represent future expenditures under purct1ase orders, contracts and other 
commitments. These committed amounts generally wiil become liabilities in 
future periods as the goods or services are received. ' 

2) Debt Service 
'' :1 
• 11 

Represents net assets available to finance future debt service payments. 
1

! 
! 

3) ,Capital Projects Fund 

Represents the reservation of amounts to be used for future expend itures for 
capital ·projects under contracts and ether commitments . The committed 
amounts generally will becorne liabi iitles in future periods as the projects are 
completed . 
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I 

j .: 
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' 
Department and costs are aliocatE~d among all the municipalities of Puerto Ric0. ' 
Cost of insurance allocated to the Municipality and deducted from the gro~~~ 
property tax collections by the Municipal Revenue Collection Center (the "CRI Md 
fo r the ~ear ended J.u~e 30, 2007 amounted to approxi~ately $27 4,634. T1~:e). 
current msurance policies have not been cancelled orterm:nated . The GRIM a!,so

1 
deducted by $259,829 for workers' compensation insurance covering all municip1

1

al,
1 

employees. ~. ,: ·i 
•J f 

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year pa id . Employees are 
entitled to payment of unused sick leave upon retirement if have been employed 
for at least 10 years in the municipal qovernrnent. On ,July : 997, state Law 152 
supra amended the Artide 12.01 G, Section b (2) of the Municipal Law, authorizing 
the Mun!cip.:J iity to pay any excess of vacations and sick !eave accumulated over 
the maximum prev!ousiy perrn ittnd by law. Calculations must be made until 
December 3'i of evmy year. Excess of sick leave must be paid until March 3.1 
next every natural year. Excess o'f vacations can be paid after July 1 of every 
fiscal year. 

j . Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in t r1 e United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities, and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting peiiod. The most significant 
estimates consist of the contribution received from the Puerto Rico Electric Power 
Authority and the Municipal RevHnue Collection Center caused by the delay of the 
notification of the actual revenues and expenditures to the presented in the 
fi nancial statements of the agencies mentioned above. 
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k. Future Adoption of Accounting Pronouncements 
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The Governmental Accounting Standards Board (GASB) has issued the followi1\g 1 
statements that the Municipality has not yet adopted: l' r 1 

il 

Statement 
Number 

45 

Statement Name 

Accounting and Financial Reporting for Employers 
for Post-employment Benefits Other tt1an Pensions 

48 Sales and Pledges of Receivables and Future 
Revenues and Intra-Entity Transfers of Assets 
and Future Revenues 

49 Accounti n ~l and Financial Reporting for 
Pollu tion Remediation Obligations 

50 Pension Disclosures - an amendment of 
GASB Statements No. 25 and No. 27. 

5·1 Accounting and Financial Reporting for 
Intangible Assets 

Adoptio~l. 
Required ih 
Fiscal Yea'i·'' 

2008-09 

2007-08 

2007-08 \ 
i •' 

2007-08 

t i 

2009-10 

The impact of these statements on the Municipality's financial statements has nqt 
vet been determined. I· - ; 

' · 
3. STEVi/ARDSHIP, 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 Municipa l 
Legislature prior to the beginning of the fiscal year. Amendments to the budg~t 
require the approval of the Municipal Legislature. Transfers of appropriation:s 
within the budget, known as Mayor's Resolutions, do not require the approval of 
the Municipal Legislature. 
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The Municipality prepares its annual budget including the operations of thlJ/~ 
I 'I 

general and the debt service funds. ,.
1 

11 
!J ij. 

Revenues and Expenditures- Budget and Actual (Budgetary Basis), according~ly1 .j 
includes only the operations of the general and the debt service funds. THe/1 

amounts budgeted under the Special Revenue Fund were excluded since they ~~~~ I 
received and expended over a period of time which generally exceeds the cum3~'~ ' 
year. 

For budgetary purposes, encumbrance accounting is used . The encumbrances 
(i .e., purchase orders, contracts) are considered expenditures when incurred . For 
GAAP reporting purposes, encumbrances outstanding at year-end are reported 
as reservations of fund balances and do not constitute expenditures or liabilities 
because the commitments 1Nill be hc>nmed during the subsequent year. 

· The unencumbered bc:lianc:e of any appropriation at the end of the fiscal year win 
'"' ,.. , t ~h . ' d ·f .... , •. , ,;:- C' {"'" I ' -. - o·th~ . ' ·· r·· ' 1' •~t· r . I 't I . ro.t .. ::;p::>8 a l e cr I 0 SUt,! i lkh,d Yl:!at' .. ' •• A CO :--IP< ,,pr,a IOns, mcHn y capt a proJe':" 

• appropriation~~. sre continuing acco~ .. n··1ts for 'Nhich the Municipai Leg islature has 
authorized that an unspent balance frorn the prior year is carried forward and 
made available for current spending. 

The annual budget is presented in the Combined Statement of Revenues and 
Expenditures- Budget and /\.ctual (Budgetary Basis) is the budget ordinance to 
June 30, 2007 representing the original budget. 

b. Budget/GAAP Reconciliation 

The following schedule presents compar-isons of the legally adopted budget with 
actual data on a budget basis. Because accounting principles applied for 
purposes of developing data on a budget basis differ significantly from those used 
to present financial statements in conformli:y with GAAP, a reconciliation of entity 
and timing differences in U;e excess of revenues and other financing sources 
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over expenditures and other financing u:3es for the year ended June 30, 2007,

1 

is presented below for the general and debt service funds : i/! :;, 

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

Entity differences: 
Non-budgeted expenditures 
Non-budgeted transfers in 
Non-budgeted transfers out 
Non-·budgeted revenues 
f~(~p:·r.;grarnnli rJn funcir; 

Timing diffen?.nces : 
Current ye<::Jr Hncumbrances recorded as 
E~xpEmditures for budgetary basis 

Basis of accounting differences - net changes 
in receivables 

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

c. Legal Compliance 

I 
\ 

( 

General 

$ 446,368 

495,!506) 
22, 166 

299,557) 
1,324,524 

'~25 one) 0 ; \,)..1 

20 '1 ,8'1 6 

486,665 

($1 ,061 ,476) 

• I tl ~:! 
Debt Serv1ce 1•1 

; d ~~~ 
:.j I 
I I 

1.: I 
($ 68,414) 

! I 

299,557; 

?1 ,r.;:?7) 
A- ! ' -~'4-- ' 

$209,616 I 

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

4 . RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

The governmental fund balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
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I 
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I' 
the current period and therefore arE' not reported in the funds. The details of the 1 

i 
approximately $8 .7 million difference are as follows: 

' 
'I I 

Bonds payable 
Landfill obligation 
Compensated absences 
Note payable 
ASES 
Accrued interest 
CRIM- LIMS 

Net adjustment to reduce fund balance govarnrnental funds 
':ao arrive at net assets of governmenta l activities 

5. D EPOSITS ~ CUSTODIAL CREDiT fW~K 

$3,56o,odo 
2,067,918 
1,652,038 

724,001 . 
228,3r1 
267,981 
149 949 
-~·-

:()Jstodia! credit risk is the risk thr:d: in the ·nvant of a bank fa ilure, the govemmeqt13 
t1epcsits may not be returned to H. Under Puerto Rico statutes, public funds 
deposited in comrnercial banks must be fully coilateralized for the amount depositE:d 
in excess of federal depository insurance. Ail securities pledged as collateral are he!d 
by the Secretary of th.e Treasury of Puerto Rico. In addition, the Municipality 
maintains deposits with the Government Development Bank for Puerto Rico (GOB). 

Tt1e deposits at GOB of approximately $1,194,491 that are restricted principally for 
capital projects and general fund, and the $870,372 in the debt service fund are 
unsecured and uncol!ateralized, as no collatera l is requ ired to be carried by 
governmental banks. 

The Municipal ity maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 
up to $100,000. 

The excess is covered by collateral provided by banks and held by the Treasury 
Department of the Commonwea~th of Puerto Rico pursuant to applicable laws and 
regu lations. 
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6. PROPERTY TAXES 

,., ,, 

The Municipal Revenues Collection Center (CRIM) of the Commonwealth of Pue~~ 
Rico is responsible by law for the assessment, levy and collection of all real and 
personal property taxes. The tax on personal property is self assessed by the 
taxpayer. The assessment is made in a return which must be filed with the CRIM by 
May 15 of each year. The tax on rea! property is assessed by the CRIM. The 
assessment is made as of January 1 of each year and is based on estimated current 
values of the property as of year 1957. The tax on personal property must be paid 
in fuB to9ether with the return on or before May 15. The tax on real property is due 
in two <~qual insta!iments in July 1 and January 1, following the assessment date. 

The rates are 8.58% for real property and 6.58% for personal property:·,. The 
composition is as follows: 

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

6.00% 
i.03% 
1.75% 

< .20%> 

8.5ti% 

4.00% ! 

1.03%: . 
1.75% ,. 

< .20%> 

The Municipaiity's basic property tax rate represents the portion which is appropriated 
for general purposes and accounted for in the general fund. 

The "Additional special property tax - municipal" is restricted for debt service and 
retained by GOB for such purposes and it is recorded as revenue in the Debt Service 
Func! when collected by the CRIM and reported to the Municipality. 

I 

Ttl8 "Additional special property tax- state" is collected by the CRIM for the paymerit 
of principal and interest of general obligation bonds and certain other obligations 
issued by the state government. 

Residential reai property occupied by its owner is exempt by law from the payment 
of property taxes on the first $15,000 of the assessed value. For such exempted 
amounts, the Department of Treasury assumes payment of the basic tax to the 

ORTIZ , RIVER~:-RIVERA & CO. 
CERTIFIED PUBLIC .~CCOUNTANTS ·VALUE ADDED SERVICES 

Sui1e 152. PO Box 70250, San Juan, P.R. 00936-7?.50 • Phone (787) 7.16-8524. Fax (!S7l ~ /-i -(b,2 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

i 

I I 
I 

Municipality, except for property assess~~d at iess than $3,500, for which no paymer t · 
is made. Revenue related to the basic tax on exempt property is recorded in the 
General Fund when payments are received from the CRIM. 

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

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CRIM advances funds to the Municipality based on the initial 
estimated collections. The GRIM is required by iawto prepare a settlement statement 
on i a fiscal year basis, whereby a comparison is made between the amounts 
adVanced to the Municipality and arnountR actually collected from taxpayers. TJ;-~ i s 

settlement has to be comp!eted on a pmilminary basis not later than three mont)1s 
~H:·~" fl'c:c·a1 y.c. :::lr-P f'l(1 ':>f"'.; ,.. r''in··· l <:;; .;::< 1"''1t"'r:'P f! l' 1"'1 -?. (j t-> rJot l'"f.r_,,. t· ~., .. ~,· -, Sl·x mont ~J"1 S •:, t"te··z· a a ~::.t-, ... , v J,.;l ov ....... , l, )~ IV ct otr CV ·-''···~l.f. v. 1 J-...·· j Cl ~ .. : I 'b. u........ I(.{ t • ' Cl ·,• 

ye13nmd . If the Cf<.JM rer'nits to the Munic!pali~i propertyte::x advances, which are le ~;; s 
tt\ ;:•.n . t11e t~x ,:;c·t ' J"' 11 "·1 r-r.l f ~,r·r·. -::;, ... : ., l" '"['~'l .. 1ahk· .,<u·.· r ·!~ tl--,p I "'R" IM ic· 't"-=-cc·>l"d•=-d at JLJr1e·'='{ .. ) l~..,o : . ~ : I l.. i L\ • \.. . . ( ·~ ll_y •.J U i' V"<' \;.- ·\,J 1 (.; t 1 .. , ,,· t;__, \ ~ V - '-"' '· '•-~' f i ~ ..... \...J 1-.J' • .... ·" V · - ·~.> . . 
HO\·Vever, lf advances e.xceed the ;.mmunt actually collected by the CRlM, a payable 
to the CRIM is recorded at June 30. 

Currently, the Municipality bas received U1e preliminarJ settlement from GRIM related 
to fiscal year 2006-07, but not tile finai settlement as the six months period after a 
fiscal year end, provided by law to CRIM to issue this, has not yet expired . 
Management beli.eves, based in part on the experience from prior years, that when 
received, the final settlernentfrom CR!M will not show a significant difference from the 
preliminary settlement and that such t.iiiTerence , if any, will not have a material effect 
on the financial condition of the Municipality. 

Based on the preliminary settlement already received, during the year ended 
June 30, 200"7, the amount collected frorn taxpayers and charges by GRIM of 
approximately $5.8 million, less than the advanc,3s received by the Municipality for the 
same period by $5.9 million. Such amount is presented as intergovernmental 
receivable in the general fund in the basic financial statements for $79,233. Refer to 
Note 8. 

•'"\"' 
-:- ~:lJ-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

MUNiCIPAL LICENSE TAX 

'. ' i ' I; ' 

! 

/. I 

I! 
, I 

i· 
I 

Municipal License Tax receivables are recorded in the fiscal year in whi ', h : 
payrnent is due and, accordingly, represent taxes which are due and uncollected ,~t 
June 30, 2007. The annual Municipal License Tax is determined based on the gros~ 
income of all commerce and industrial organizations who have operations in t ~~ 

1 

Municipality of Moca, and are not tota!ly or partially exempt under the lndustri~l , 
Incentive Law of Puerto Rico. ' 

An annual return of business volume should be filed on or before April 15 of each 
year and payable in two equal installments due on July 1 and .January 1. A discount 
cf 5% is aliowed when full payment is made on or before Apri l 15. The rates pf 
municipal license in the Municipality of Moca , are as follows: 

.Savinqs wxi loans associations ::: 1.50% 
FinandnQ institution :-:: ·1. 50 c1c) 
Otr1er orqa.nizations ::: .50% 

1'he amounts co!iected in advance are recorded as deferred revenues in the Gene,ral 
Fund. The Municipality invoiced and collected in advance during the current year 
approximately $814,756, corresponding to the next fiscal year municipal license.· 

8. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

Homeland Security Grant Program 
Mun icipal Revenues Collection Center (CAE) 
HUD-SBGP 
Municipal Revenues Collection Center (Preliminary Liquidation) 

,.. .. 
-..) 1- . 
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$ 40,000 
11,698 

164,424 
79.233 

$295.355 
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COMMONWEALTH OF PUERTO RICO 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

9. INTERFUND TRANSACTIONS 

a. Due From/To Other Funds: 

i !: 
I. , 
. I, 

:I 
I 

! 

The due from and due to other fund balances as of June 30, 2007, are as follo~s: 

Receivable Fund 

General 
General 
General 
Other Governmental 

b. interfund Tr<:msfers:. 

Pavab!e Fund 
--~--· 

Other Governmental 
Cops 
HUD 
General 

I 
Amount 

$146,587 
401 ,469 
314,930 

2,387 

· !nterrund transfers for the yem ended June 30, 2007 consisted of the following: 

Transfer In 

Debt Service 
General Fund 
General Fund 

General 
Debt Service 
Other Governmental 

$299,557 
21,527 
_63~ 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend 
them, (2) move receipts restricted to debt service from the fund collection the 
receipts to the debt service fund as debt s~' !"Vice payments become due, and (3) 
use unrestricted revenues collected in the general fund to finance various 
programs accounted for in other funds in accordance with budgetary 
a utho rizatio ns. 

-1?-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

10. CAPITAL ASSETS 

: i 
I 

' 

~ I 
•I. 

II l 
r. f f 
~ I 

: 
' 

I i 

' 
Capital asset activity for the Municipality for the year ended June 30, 2007 was \as 
follows: 

Primary QNernment 

Q>vem mertal Activities: 

Capitat assets, not being depredated: 

Balance 

June 30, 2006 Increases 

Land $ 2,175,456 $ 400,000 

Con:sfJuciion in progress 97,714 

Decreases 

Balance 

June 30, 2007 

$ $ 2,575,456 

G'J,714 
--------·· ----·--

Tota! c;;;pilal 8;;,-;ets. not fjein~ clepr~iated 2,'175,456 ----~P-"7_.71_4_ ---·----.. -- ___ ?_,6T~1_70_ 

.. C:lpi1al a~~ ~;ets, being depredated: 

;::tui:dinqs <me! buildin!~ impro\~:>menls 
n~m!ture and fixturr.! 
\hhi(.~es and equipment 

lnfrastn.JCt•;re 

Totci capital assets, being depreciated 

Less accumulated depredation for: 

16,310,941 

7C'A,529 
6,229,524 

6,244,914 

29,569,908 

&!ik)ings and building impro..ements 3,185,866 
Fumil.ure and fi>dure 506,177 

'vthides and equipment 3,899,672 
lnrrastr-ucture 5,547,904 

Tota! accumulated depredation 13,139,61 9 

Total capital assets, being depredated, net 16,430,289 

Go',emmental activities capital assets, net $ 18,605,745 $ 

112,381 

315,347 

632,561 

1,060,289 

372,234 
4'i ,474 

350,788 
136,346 

900,842 

159,447 

657,1 61 

ORTIZ, RIVER-X~RIVERA & CO. 
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16,310.941 

896,910 

6,544,871 

6,877,47:5 

30,630,197 

3,558,100 

547,651 

4,250,460 

5,684,250 

14,040,461 

16,589,736 

$ 19,262,906 
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I 
. I 

Capita! asset activity for Maca Housing Project, a discretely presented compon~nt 
unit, for the year ended June 30, 2007 was as follows: 1 

Component Unit-Moca Housing Project 

Capital assets, not being depreciated: 
Land 

Total capital assets, not being depreciated 

Capital assets, being depreciated: 
Land improvements 
Buildings and building improvernents 
Building equipment 
Furniture and fixtures 
Equipment 

Total capital assets. being depreciated 

Balance 
June 30, 2006 

$ 60,900 

60,900 

68,916 
2,110, 388 

330,020 

Increases 

$ 

41,21 {l 4,207 

2,56.:!,8 18 4,207 

Balance 
1 

Decreases June 30, 20q1 
I 

I 
$ $ 60,900 

60,900 

68,916 
2,110,388 

330,020 
45,4 "17 
14,284 - ---- ----------

2,569,025 -- -·---- --------·-·- --------
U3ss accurnu12ted depr>lciation 

Total accurnulstE:cl depreciat ion 

T0lal capital assets, being deprec iated, ne: 

1 '766,3b3 

1.766,35::. 

57,833 

57,833 

lv1oca Housing Project capital assets, net $ 859,3135 $ (53,626) 
~.::=.:-.....:::.:===-....::::::: ====-----=--~ 

)1 1. DUE TO OTHER AGENCiES 

Due to other agencies at June 30, 2007 are as follows: 

Pu0rto R.ico Retirement System Adrninistmkm 
Puerto Rico Electric Power Authority 
Puerto R.!co Water and SENJer Authority 
U. S. Department of Housing and Urban De'Je!Dpment 
Puerto Rico Department of Labor 
Puerto Rico General Services Ac!minisi:ration 

Total 

-~A-
ORTIZ, RIVERA , RIVERA & CO. 
CE!niF IED PUBLIC ACCOUNTANTS • VALUE ADDED SERVICES 

Suite I 52. PO Box 70250, San Ju an, P.R. 00936-7250 • Phone (787) 756-g524. Fax (787! 21~-0562 

1,824,185 

1,824,186 

744, 83;1 

$ 79,623 
59 ,945 
23,246 ~ 
14;534 

7:428 

$185,806 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

12. DEFERRED REVENUES 

I I 
a. Municipal License Tax ',! I 

il· l J· 

The deferred revenues of $814,756 in the general fund related to munici~1fil 1 
license tax collected in fiscal year 2006-07 that will be earned in fiscal year 20Q:7 I! 
08. ,,;1 I 

b. Federal Government 

The deferred revenues presented as federal government represents the portion 
.of federal grants received for which qualifying expenditures have not been 
incurred . The amounts were determined taking into consideration the specific 
yaars of tile gn:mt. The balance of $73,729 in the HUD Prour.am is related to the 
Section a Existing Program. 

U~T'ERGOVERNMENTAL REVENUES 

1ntergoven-Hnental revenues consist mainly of collections from the Commonwealth of 
Puerto Rico and the CRIM, payments in lieu of taxes from tile Puerto Rico Electric 
Power Authority and federal financial assistance received from the federal 
government. 

The general fund intergovernmental revenues are as follows: 

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

Total 

-35-
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$1,514,1 72 
178,648 

4,140,427 

$_?.833,247 
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14. LONG-TERM DEBTS 

Bonds and other long-term liabilities outstanding at June 30, 2007 are as follows: 

$2,780,000 series of 1995, payable in annual installments of 
$40,000 to $270,000 until July 1, 2017, interest ranging from 
4. 7% to 6.63%. 

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

$455 ,000 series of 2002, payable in annual instailrnents of 
~' r n1' Q to $-=l.C: 000 ur·lt.i1 JL1i' t 1 ?027 ; ~t · ·,rr. · cj· r ' ' v'O.InQ " t't')f-(1 ,.p ..,) , 1.) -t ~ t. lJ V , I ~ J J - • 1 tf I l i· 1 -::! \.! . • G.U • ... .,. I " J • 

su;0 tc 6.5%_ 

$265,000 series of 2006, payable in annual insts!lments of 
$5,000 to $25,000 until Ju!y 1, 2030, interest mng!ng from 
6.25% to 7.25%. 

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

Total bonds payable 

$1,000,000 series of 2001 , payab!e in annua! installments of 
$181,000 to $220,000 until July 1, 2008, interest at 4.875%. 

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

-36-
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$1,890,000 

390,000 

4i 5,000 

255,000 

610,000 

220,000 

290,000 
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Note payable to CRIM (Financing of delinquent accounts) 
-On April 2, 2002, the Municipality entered into a 
financing agreement with the CRIM in the amount of 
$260,193 to finance delinquent property tax accounts sold 
to private investors, under the provision of Law No. 146 of 
October 11, 2001. The agreement is in the form of a non 
revolving line of credit bearing interest of 6.5% for the first 
five years and variable for the next 25 years at 125 points 
over London Interbank offered Rate (LIBOR) and is due 
on December 1, 2032. As described in Law No. 146, 
interest payments for the first five years will be financed 
th rough .48% of the net increase of the subsidy provided 
by the Commonwealth of Puerto Rico's general fund. 
:Ai:::o , during the first five years any collection from those 
del inquent accounts will be credited to the loan principal. 
Altm the 5 year period the loan outstanding balance will 
be restructur·ed for ;~Ei years period. 

Total notes payable 

Ol:l)er L.onq-term Liabilities 

Note payable to CRIM (LIMS)- On June 27, 2001, the 
Municipality entered into a financing agreement with the 
CRIM in the amount of $286,847 for the payment of the 
Municipality's share of the cost of a management 
information system (L.IMS) acquired by the CRIM for the 
management of taxpayer's properties located in Puerto 
Rico. The note is payable in sernlannua! installments of 
$38,472, including interest of 5.95% and i:s due on 

-37-
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$ 214:,001. 

724,001 
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November 28, 2011. Amount is finar'lced with unrestricted 
funds through with holdings from the advances of property 
tax and amounts of municipal equalization fund sen to the 
Municipality by the Municipal Revenue Collection Center 
(CRIM). 

Due to Puerto Rico Health lnsura(!~e Administration 

Due to the Puerto Rico Health Insurance Administration 
represents the municipal contribution related to the 
Health Care Reform corresponding to the period from 
December 1, 1995 through June 30, ·i 997'. This balance 
of $228,311 will be pa id through arnourrts retained by the 
{~RIM from the participation in the Municipai Equc:dization 
f und of the Additional Lottery System. 

Total long-term liabil ities 

$ 149,949 

$4,682.063 

Tile annual debt service requirements for the bonds payable and note payable at 
June 30, 2007, are as follows: 

Bonds Note Payable -----
Principal Interest Principal · Inte rest - - ·--- --

2008 $ 175,000 $ 230,870 $ 278,561 $ 37,111 
2009 190,000 217,336 63,560 23,733 
201 0 205,000 205,428 68,560 20,793 
2011 225,000 192,428 68,560 17,560 
2012 245,000 i 78~2:2.3 73,560 14,.255 
2013-2017 1,570,000 625,873 42,800 47,919 
2018-2022 510,000 229,619 42,800" 34,608 
2023-2027 375,000 93,970 42,800 21,297 
2028-2030 65,000 9,450 42,800 7,987 

$3,560,000 $1 ,983,197 $ 724,001 $ 225,263 

-38-
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

I· I 

ComQgnent Unit ; : I' 

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

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

Year Ended 
_ _J_!I_ne ~Q. __ 

2008 
2009 
2010 
~201 i 
20'12 
Themafter 

Landfill Obligations 

$ 62,129 
67,874 
74,150 
81,007 
88,498 

602....§_83 

$976,241 

State and federal laws and regulations require the Municipality to place a final cover 
on the Municipality's landfill site when it stops accepting waste and to perform certain 
maintenance and monitoring functions at the site for 30 years after closure. In 
accordance with Statement No. 18 of the GASB, "Accounting for Municipal Sol id 
Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed 
a study of the activities that need to be implemented at the Municipality's landfill to 
guarantee the maximum yield of available space and to comply with applicable state 
and federal regulations. Based on this study, th!:; Municipality recognized $2.0 million 
as the Municipality's estimated current cost for landfill closure as of June 30, 2007. 
The reported liability represents the total estimated cost of closure since the 
Municipality expects to close the landfill in the year 2011. Actual costs may be 
different due to inflation, changes in technology, or changes in laws and regulations. 
The balance of closure and postclosure costs of $2.0 million are reported in the 
statement of net assets because it wili not be funded with available expendable 
financial resources at June 30, 2007. 

ORTIZ, RIVERA~-RIVERA & CO. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

Long··term liability activity for the year ended JunB 30, 2007 was as follows: 

Primary Government 

Gove rnmental Activities: 

Bonds payable 

Notes payable 

Total long-term debt 

Other long-term liabil ities: 

ASES 

Landfill obligation 

Cf~lfv1 - LIMS 

C..omp<::nsatcd absences 

Total other liabilities, 

governmental activities 

Total noncurrent liabilities, 

governmental activities 

Component Unit: 

Moe a Housing Project 

rrortgage payable 

15. RETIREMENT PLAN 

a. Plan Description 

Beginning 

Balance 

$3,090,000 

1,034,457 

4,124,457 

379,3?6 

2,067,918 

178,231 

1,l25,62.5 

4,351,149 

Additions _ - ·Payments 

$ 635,000 $ 165,000 

310,456 
-·- ···· --- ------

635,000 475,456 

151,064 

28,282 

73,587 

252,933 

$ 8,475,606 $ 635,000 $ 728,389 
::::=:::::~:: .. ::-..;.:-~..;,:: ===--== 

Beginning 

Balance Additions Reductions 

Ending 

Balance 

$3,560.000 

724,001 

4,284,001 

228,311 

2,067,918 

149,949 

1.652,038 

1\,098,216 

$8,382,217 

Ending 

Balanc.e 

$ 1,033,206 $ $ 56,965 $ 976,241 
=== 

Due within 

One Ye ar 

$ 175,000 

278,561 

453,561 

'150,000 

28,28::': 

75,000 

253.28,~: 

$ 706,843 

Due withi n 

One Year 

$ 62,129 

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

ORTIZ, Riv-£RA , RIVERA & CO. 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
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ERS covers all regular employees of the Commonwealth of Puerto Rico and its 
instrumentalities and of certain municipalities and components units not covered 
by their own retirements systems. 

Participation is mandatory except for members of the Legislature, Government 
Secretaries, Heads for Agencies and Public Instrumentalities, Assistants to the 
Governor, the Comptrolier 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 
disab ilities. Retirement benefits depend upon age at retirement and number of 
years of crecl ited service. Benefits vest after ten years of plan participation. , . 

Mernber-s vvho t1ave attained an age of at least fifty-five (55) years and haV!~ 
compieted at ieas.t tvventy-five (25) years of creditable service or members whcJ 
h<:1 'iW attained an <Jge of at least fi'fty-eight (58) years and have completed at le~~4 
fift:y-e1ght (58) years and have completed at least ten (1 0) years of creditable 
se(vice, are entitled to an annual benefit, payable montllly for life. 

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

Participants who have completed at least thirty (30) years of creditable service are 
entitled to receive the Merit Annuity. Participants who have not attained fifty-five 
(55) years of age will receive 65% of the average compensation or if they have 
attained fifty-five (55) years of age will receive 75% of the average compensation . 
Disability retirement benefits are available to members for occupational and non­
occupational disability. However, for non-occupational disability a member must 
have at least ten (10) years of service. 

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

,i ... 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

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

System 2000 is a hybrid defined contribution plan, also known as a cash balance 
plan. Under this new plan, there will baa pool of pension assets, which will be 

.· invested byERS, together with those of the current defrned benefit plan. Benefits 
: :· :at retirement age will not be guaranteed by the Commonwealth of Puerto. Rico. 

' Th~~ annuity will be based on a formula which assumes that each year the 
employee's contribution (with a rninirnun1 of 8 . .2"/5% of the employee's sa lary upon 
to a maximum of! 0%) wi!l be invested in an account which will be either: (1) e;:.-ilrn 
a fixed rate based on the two-year Constant Maturity Treasury ~Jote or, (2) ea rn 
r;:t to equal to 75% of the return of the FRS's investment portfolio (net . of 
management fees), or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
pians showing their accrued balances. Disability pensions will not be granted 
under System 2000. The employer's contribution (9.275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

Commonwealth legislation requires employees to contribute 5. 775% of gross 
sa lary up to $6,600 pius 8.275% of gross salary in excess of $6,600. The 
Municipality's contributions are 9.275% of gross salary. Contributions' 
requirements are established by law. The actuarially determined contribution 
requirement and contributions actual!y made for the year ended June 30, 2007 
was approximately $384,000. The Municipality's payroll for employees covered 
by ERS was approximately $4.1 million. The Municipality total payroll for all 
employees was approximately $5.8 million. 

Additional information on the ERS is provided in its financial statements for the 
year ended June 30, 2007, a copy of which can be obtained from the ERS, 
Minillas Station, PO Box 42003, San Juan, PR 00940. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

16. RISK MANAGEMENT 

. I 

I I 
·. q 

The Risk Management Division of the Municipality's Legal Department is responsible~~ 
of assuring that the Municipality's property is properly insured . Annually, the Risk 
Management Division compiles the information of all property owned and its 
respective market value. After evaluating this information, the Risk Managemefil t 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico 
who is responsible for purchasing all property and casualty insurance policies of all 
municipal ities. 

17. LEASES 

C;pan:iting Leases 

l..e.:;k> ing Arrangement with the Municipality as Lessor: 

a. ·The f\,lunicipality leases spaces in its Market Place and Transportation c.~nter 
.under operating lease agreements with terms ranging from one to five years. 

b. Total income from leases during the year ended June 30, 2007 was approximately 
$ '17,000. 

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

Leasing arrangements with the Municipality as lessee: 

The Municipality is obligated under noncancellable operational leases, with periods 
not longer than one year. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

18. LANDFILL CLOSURE AND POSTCLOSURE COSTS 

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

According to this statement, closure and postciosure care costs are recorded while 
the landfi ll is operating. The Municipality has determined that the present value of 
total estimated closing costs and post closing care costs amount to $2,000,000 . 
(See Note 14). 

19. GONT6 NGENC!ES 

a. The Municipality receivPs Federai Grants tor specific purposes that are subject to 
n;!View and audit by the grantor agencies . /~ !though such audits could generate 
e;~penditure disallowances under the tern1s of the grants, management believes 
that any required reimbursements would not be material. 

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

20. COMMITMENTS 

The Municipality of Moca had several outstanding or planned construction projects 
as of June 30, 2007. These projects are ev~dcnced by contractual commitments with 
contractors. The construction projects are commitments of the Capital Projects' funds 
that amounted to approximately $656,540. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

21. RESTATEMENTS 

The beginning fund balances of Housing and Urban Development Programs and the :; 
beginning net assets of the Statement of Net Assets has been restated to correct and lj 
underestimates of revenues by $79,798. Additional the beginning net assets hasjJ 
been restated to correct an understatement of depreciation by $835,051 and the! 
inclusion of infrastructure assets as required by GASB 34.. li 

Beginning balance of the year as 
pn~viously reported 

Under ::~ tatement of revenues 

lr.::c lusion of infra~-, tructure assets as 
n~;quired by GASB 34 

Utiders.tatement of depreciation 

BeQinning balance of the year as 
restated 

22. SUBSEQUENT EVENT 

HUQ. Programs 

$ 

79,798 

$ 79,798 

Statement of 
Net Assets 

$12,557,134 

"?9, 798 

697 o·Jo ' ' . 

$ 12,498,891 

On Juiy 29, 2007, the Legislature of the Commonwealth of Puerto Rico enacted Act 
No. 80 (the "A.ct"), in order to make mandatory in all the municipalities of Puerto Rico 
the imposition of a uniform municipal tax of 1.5%, from which the municipalities 
should collect 1% of the sales and use tax pursuant to what is established in Sections 
2410 and 6189 of Act No. 117 of July 4, 2006, known as the "Taxpayer's Justice Act 
of 2006", which may be levied discretional through municipal legislation, on food and 
food ingredients and to provide for tho coUection by the Secretary of the Treasury of 
the remaining .5% without including food and food ingredients to be used in 
accordance with the purposes established in the Act; to provide for the establishment 
of the Municipal Development Fund, the Municipal Redemption Fund, and the 
Municipal Improvement Fund, as well as for matters relative to the purposes, 
implementation and administration of said funds and to provide for the establishment 
of the necessary mechanisms for the collection of the municipal tax. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

Section 6189 of the Puerto Rico Internal Revenue Code of 1994, as amended, ' 
authorizes the Municipalities in Puerto Rico to impose a sales and use tax to ' 
consumers. This tax must be imposed in conformity with the base, exemptions and ' 
!imitations contained in Subtitle BB of the Code. The Municipal Sales Tax is ' 
specifically imposed over all sales transactions of taxable items and combined 
transactions (as defined by the municipal internal regulation) taken place within 
municipal limits. The Municipal Sales Tax is also specifically imposed over the 
purchase price for the use, storage or consumption of taxable transactions (as 
defined by the municipal internal regulation) taken place within municipal limits. 

-46-
0RTIZ, RIVERA , RIV ERA & CO . 
CEinJFIED PUBLIC ACCOUNTANTS • VAL LI E ADDED SERVICES 

Suite 152. PO Box 70250. San Juan . PR . 00936-7250 • Phone (787) 756-8524. Fax (7 fl 71 '7 ~-0 '\ (~2 



COMMONWEALTH OF PUERTO RICO 

MUNICIPALITY OF MOCA 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

Federal Grantor/Program Title 

U.S. Department of Housing and Urban 
Development (HUD) 
Direct Program: 
Section 8 Vouchers Program 

Pass--through State -Commonwealth of Puerto 
Rico/Com missions Office of Municipal Affairs­
Cornrn unity Development Block Grant·· Siates 
Prograrn 

SBGP 
Si.Jbtotal U.S. Department of HUD 

:U.S. D(~fH~rtment of Health and Human Services 

(HHS} 
Pass-through the Puerto Rico Elderly Comrnission: 
Spociai Programs for Aging ,Title Ill, Part B Nutrition 
Servict:s 

Subtotal U.S . Department of HHS 

U.S. Department o.f Homeland Security 
Homeiand Security Grant Program 

Subtotal U.S. Department of Homeland Security 

TOTAL 

Federal 
CFDA 
Number 

14.871 

14.228 

93.575 

96.067 
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Federal 
Disbursements/ 

Expenditures 

$ 248,602 

1,420,344 
1 ,668,.946 

6>.199 
6,199 -----

40,000 
40,000 

$ 1 ,715,145 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

1. SIGNIFICANT ACCOUNTING POLICIES 

I 

The accompanying Schedule of Expenditures of Federal Awards includes the federal 
grant activity of the Municipality of Moca and is presented on the modified accrual I 

basis of accounting. The information in this schedule is presented in accordance with 1 

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. 

2. BASIS OF PRESENTATION 

The expenditures of tl1e schedule are included in the Municipality's basic financial 
statements in the accompanying Statement of Revenues, Expenditures and Changes 
in F"t.md Ba!ances-GovernrnentDi Funds. Tho reconci liation of expenditures in .the 
ba:sic financial statements to t!1e Schedule of E.xpE":mditures of Feder;:t i Awa rd? is a 
fo!IOV·iS: 

Expenditures as per basic financial 
statements: 

Housing and Urban Development Programs 
General Fund 
Other Governmental Funds 

Total expenditures per schedule of expenditures 
of federal awards 
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:111 
INDEPENDENT AUDITORS' REPOHT ON INTERNAL CONTROL OVER FINANCIJ)(L 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUD:tT 

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH :! ti ; 

GOVERNMENT AUDITING STANDARDS J 
: ',! I 

To the Honorable Mayor 
and ~Jlunicipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

'! 

V\!o f'J . ;-\ V(:~ audited the financia: statements of the governmental ack; ities, each rnajo;t:tfund 
c:md ;the ag9reg:ate remaining fund infom13Uon otthe Municipality of Moca as of and ~pr the 
year Bnclecl June 30, 2007, which collectively comprise the Municipality of Moca ' s 1~asic 
fin ;::w~d81 stHl-en-:ents, and !lave iS!3Ued ourreport thereon dated November "1 6, 200 f l \JVe 
cr::;ndU(;te;:) cur audit in accordance with auditing standards generally accepted in the WJnited 
Sto.te.s of ,b,merica c-Jnd the standards applicable to financial audits contain~d in 
Government Aucfiting Standards, issued by the Comptroller General of the United S;tates. 

Internal_ Control over Financial Rill2ortl.og 

In piannir1g and performing our audit, we considered Municipality of Maca 's internal contro l 
over financial reporting a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing 
an opinion on the effectiveness of the Municipality of Maca's internal control over financial 
reporting . P~ccordingly, we do not express an opinion on the effectiveness of the 
Municipality of Maca's internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, 
to prevent or detect misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects Municipality of 
Moca 's ability to initiate, authorize, record, process, or report financial data reliably in 
accordance with generally accepted accounting principles such that there is more than a 
remote likelihood that a misstatement of Municipality of Maca's financial statements that 
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is more than inconsequential will not be prevented or detected by Municipality of Maca's , 
internal control. · 

A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that a material misstatement of the financial · · 

j statements will not be prevented or detected by Municipality of Maca's internal control. 
1 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality of Maca's 
financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreernents, 
noncompliance with which could have a direct and material effect of the determination of 
financial statement amounts. However, providing an opinion on compliance with those 
pr6visions was not an objective of our audit and, accordingly, we do not express such an 
opinion. The results of our test disclosed no insti:;mce:;: of noncompliance or other mattQrs 
that arE~ required to be reported under Government Auditing Slandards. 

Ho\ivever, we noted certain immaterial instances of noncornpHance, which we have 
reported to management of Municipality of Moca in a separate letter dated ·November 1 G, 
2007. 

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

San Juan, Puerto Rico 
November 16, 2007 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 

AND ON INTERNAL CONTROL OVER COMPLIANCE 

. r 

lN ACCORDANCE WITH OMB CIRCULAR A-133 

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Maca 
Moca, Puerto Rico 

V\i;e have aucHted !he compliance of Municipality of Moca with tt1e types of compHance 
recJ ui t·enJents cJescr!bed in the U. S. Office of Management and Budget (OMB) Circvlar A-· 
"/ 33 Con.!r.,liance Supplement that are e.pp!ic;:dJie to each of its major federal programs fbr 
til (:~ year ended .J unE: 30, 2007. Municipality of lVloca's major federal programs are 
idE:ntified in the summary of auditors' results section of the accompanying sche~ule of 
findings and questioned costs. Compliance with the requirements of laws, regula~lons, 
contracts and grants applicable to each of its major federal programs is the responsibility 
of Municipality of Maca's management. Our responsibility is to express and opinion on 
Municipa lity o·f 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 Government Auditing Standards, issued by the Comptroller General of the 
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of compliance requirements refnrred ~o 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. Our audit does not provide a legal 
determination on Municipality of Maca' compliance with those requirements. 
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I, 

H 

l 
I I 

In our opinion, Municipality of Maca complied, in all material respects, with th1e 
requirements referred to above that are applicable to each of its major federal prograrh1s 
for the year ended June 30, 2007. · 

I I 

Internal Control over Compliance 

The management of Municipality of Maca is responsible for establishing and maintainihb 
effective internal control over compliance with requirements of laws, regulations, contra6~s 
and grants applicable to federal programs. In planning and performing our audit, W~ 
considered Municipality of Maca's internal control over compliance with requirements tH~h 
could have a direct and material effect on a major federal program in order to determihb 
our auditing procedures for the purpose of expressing our opinion on compliance, but rldt 
fo r the purpose of expressing an opinion on the effectiveness of internal contro l oJJr 
compliance. Accordingly, we do not express an opinion on the effectiveness of tnb 
Municipa lity's internal control over compliance. 

A control deficiency in an entity's internal control over compliance exists when the design 
or operation of a control does not allow management or employees, in Hie normal course 
of performing their assigned functions , to prevent or detect noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is 
a control deficiency, or combination of control deficiencies , that adversely affects the 
entity\; abi1lty to administer a federal p ro~1rarn suGh that there is rnor·e than a remote 
llkHn!hood thai: noncompliance with a type of compliance requirement of a federa l progrc:m 
tha(,% mor·e than inconsequential will not be prr.~vented or detected by the entity's internal 
con1~m i. 

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

Our consideration of internal control over compliance was for the limited purpose described 
in the f irst paragraph of this section and would not necessarily identify all deficiencies in 
internal control that might be significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be materia l 
weaknesses, as defined above. 

Municipality of Maca's response to the find ings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. We did not audH Municipality 
of Maca 's response and, accordingly, we express no opinion on it. 
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I: 
This report is intended solely for the information and use of the management, 
Commissioner Office of Municipal Affairs, and the federal awarding agencies and pa$~­
through entities and is not intended to be and should not be used by anyone other thk,n . 
these specified parties. l / 

San Juan, Puerto Rico 
November 16, 2007 

The stamp 2286456 was a 
to the original of this repor 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

1. SUMMARY OF AUDIT RESULTS 

1. 

[, 
a. The auditors' report expresses an unqualified opinion on the basic financial 

statements of the Municipality of Moca. 

b. There were no significant deficiencies on internal control. 

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

d. There were significant deficiencies on internal controls over major programs. 

e.: The auditor's n~:port on compliance with requirerr1ents applicab!e to federal award 
nr• ... nram::: for· ~ 'llJ!"'~l.CI· p·~!·l'+v o·f ~ ;J ,-1~' 'R ;~;vr~ r?'>~C::: :::~n I £i! i'H .j :~l!f:,::.~d 1'\ i'J' I'r' in n r • '··' .:..'1 .... ~ iV 1 o1 ... L.,; · ·• · ---· '-'·"'~ _.,. . ._ --·· ~ ~ .-..., ... -.t .. , '"' ....... ~ . r .v . . 

f. . Th(-:; auditor did not find any condit ion that requires disclosure as per Section )51 0 
of OMB Circular '1--1 3::>. 

~J . :The programs tested as major programs included: 

SBGP- CFDA No. 14.228 

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

i. Municipality o·f Maca was determined to be a low-risk auditee. 

2. FINDINGS - FINANCIAL STATEMENTS AUDIT 

None 

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

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

i 

/. 
I 

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

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

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

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

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2007 

Program Finding/Noncompliance Status 

Condition 06~01 

:I 
'· I .. , 
1'1 

C o m m u n ity 
Development Block 
Gran ts/ Stat es 
Program, CFDA No. 
14.228 

The Municipality has not established the Condition partially 

Co m mun i ty 
Develo:pment Block 
Gr ants/ S t<~ ~r:s 
Pr<v~~ r<:Jil'\ , C: FD/1. No. 
1 ; .:22'?3 

Sa:ctb n . f~ Voucher 
Prograrr; , CFDA No. 
14.871 

appropriate system of internal control to ensure corrected . 
the timely and accurate reconciliation of the 
accounting records maintained by program 
accountants with those maintained at the 
Municipality. 

Condition 05-01 

The Municipali ty central i\ccountin9 Department Cond ition parti3 !ly 
has no established the necessary procedures for corrected. 
the reconcil iation of the transactions recorded in 
the prograrn 's accounting records witll those 
recorded in the r~o1 u n ic i pal ity's central Accounting 
Department. 
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INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

Members: 
American Institute of Certified 
Public Accountants (AlCPA) 

Puerto Rico Board of Certified 
Public Accountants 

We have audited the accompanying financial statements of the governmental activities, 
each major fund ·and the aggregate remaining fund information of the Municipality of 
Moca, as of and for the year ended June 30, 2008, which collectively comprise the 
Municipality's basic financial statements, as listed in the table of contents. These financial 
statements are the responsibility of the Municipality's management. Our responsibility is 
to express opinions on these financial statements based on our audit. We did not audit the 
financial statements of Moca Housing Project, as of June 30, 2008. Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, 
and our opinion, insofar as it relates to the amounts included for Moca Housing Project, is 
based on the report of the other auditors. 

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

Based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 
governmental activities, each major fund and the aggregate remaining fund information 
of the Municipality of Moca as of June 30, 2008, and the respective changes in financial 
position, thereof and the respective budgetary comparison for the general and debt service 
funds for the fiscal year then ended in conformity with accounting principles generally 
accepted in the United States of America. 
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In accordance with Government Auditing Standards, we have also issued a report dated 
December 5, 2008 on our consideration of the Municipality's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts, grants, agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. · 

The Management's Discussion and Analysis on pages 3 through 10 is not a required part 
of the basic financial statements, but is supplementary information required by the 
accounting principles generally accepted in the United States of America . We have 
applied certain limited procedures, which consisted principally of inquires of management 
regarding the methods of measurement and presentation of the required supplementary 
information. However, we did not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Municipality's basic financial statements. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional 
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations, and is also not a required part 
of the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the financial statements and, in our opinion, is fairly 
stated, in all material respects, in relation to the financial statements taken as a whole. 

San Juan, Puerto Rico 
December 5, 2008 
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P.statfo £i6re }fsociat{o (])e Clluerto CJ?jco 
MUNICIPIO DE MOCA 

:M.oca, CFuerto CJQco 

MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

'Management of tlie 'Municipafity of 'Moca (tfze ":Municipafity") provU!es tfzis 'Management's 
CDiscussion and)l.nafjsis of tfze 'Municipafity's 6asic financia( statements as an overview aruf anafjsis 
of tfze j£nancia( activities of tfze 'Municipafity for tfze foca( year erufecf June 30, 2008. We encourage 
reaaers to consid'er tfze infonnation presented' liere in conjunction witli tlie aaditiona( infonnation tliat 
we liave furnisliea in tlie accompanyi11fJ 6asic financia( statements. 

USING THIS ANNUAL REPORT 

rrliis annua( report consists of a series of new financia( statements witfz a cfza11fJe in tfze focus from 
previous fr.'nancia( statements. rrlie new focus is on 6otfz tfze 'Municipafity as a wfio(e {government­
wid'e) aruf tlie major indivicfua( fund's. CBotli perspectives (government-wicfe aruf major fund) affow tlie 
user to acfcfress refevant questions, 6roacfen a 6asis for comparison (year to year or government to 
government) aruf enfzance tlie 'M unicipafity 's accounta6ifity. 

FINANCIAL HIGHLIGHTS 

• rrlie 'Municipafity net assets increasecf 6y $ 496,701 

• In tile fund" finanda( statements, genera( fund" 6afances cfecreasecf 6y $395,886. 

• Capita( ex:penditures amountecf to$ 3,562,519. 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

rrlie government-wicfe financia( statements are cfesignecf to prov£cfe reacfers witfz a 6roacf overview of 
tlie ?rtunicipafity 's operations aruf finance as a wfio(e in a manner simifar to private-sector 6usiness. 
rrliese statements provUfe sfzort-tenn aruf {o11fJ-tenn infonnation a6out tfze 'Municipafity's financial 
position, wfzicfi assist tlie :Municipafity 's management to cfetennine tlie economic condition at tlie eruf 
of tlie foca[ year. · rrliese financia( statements are prepared' usi11fJ tlie j[ow of economic resources 
measurement focus aruf tlie accrua( 6asis of accounting. rrliis 6asicaffy means tliat tliese financia( 
statements foffow metliods tliat are simifar to tfiose usecf 6y most 6usinesses. rrliey taR! into account 
a(( revenues aruf ex:penses connectecf witfi tlie foca( year erufecf June 30, 2008 even if casli invo(vecf 
fia ·ve not 6een receivecf or paicf. rrlie government-wicfe financia( statements inducfe: (1) tfze statements 
of net assets aruf (2) tlie statement of activities. 
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Statement of :Net )Issets 

rrfie statement of net assets presents all of tfie ?rf.unicipafity 's assets an£ [ia6ifities, witli tfie tfijference 
6etween tfiese two items reportetf as ''net assets" (equity). Over time, increases or decreases in tfie net 
assets may serve as a useju[ iruficator of wfietfier tfie financia[ position of tfie ?rf.unicipafity is eitfier 
improving or deteriorating. 

Statement of )Ictir;ities 

rrfie statement of activities presents infonnation sliowing fiow tfie :Municipafity's net assets cfiangea 
tfuring tfie fisca[ year erufetf June 30, 2008. )III cfianges in net assets are reportetf as soon as tfie 
untfer[ying event giviTl{f rise to tfie cfiaTl{fe occurs, regard!ess of tfie timiTl{f of reCatetf casfi flows. rrfius, 
revenues an£ expenses are reportetf in tfiis statement for some items tfiat will not resu[t in casfi flows 
unti[ future fisca[ periodS (sucfi as uncofkctetf tax:_es an£ eametf 6ut unusea vacation /£ave). 'lJiis 
statement afso presents a comparison 6etween direct expenses an£ program revenues for eacfi function 
of tfie :M unicipafity. 

(]Jotfi of tfie a6ovementionetf financia[ statements present all tfie governmenta[ activities of tfie 
:Municipafity, wliicli consist most[y 6y ta:{!s an£ intergovernmenta[ revenues (sucli as feaera[ grants) 
:Most services provitfetf 6y tfie :Municipafity fall into tliis category, indutfing cu[ture ana eaucation, 
genera[ government, fiea[tfi ana sanitation, pu6fic safety, pu6£ic fiousing ana welfare, etc. 

Pun£ Pinancia[ Statements 

rrfie Pun£ Pinancia[ Statements provitfe cfetaiCea infonnation a6out tfie ?rf.unicipafity 's most 
significant fundS, not tfie ?rf.unicipafity as a wfioCe. %e ?rf.unicipafity lias on[y one Rjn£ of funti 
wfiicfi is tfie governmenta[ furuf. 

qovernmenta[ fundS are usetf to account for essentia[[y tfie same functions reportetf as governrnenta[ 
activities in tfie government 'VfJitfe Pinancia[ Statements. Jfowever, unfi.Rs tlie government 'Wicfe 
Pinancia[ Statements, government Puna Pinancia[ Statements focus on near . tenn injfows ana 
outjfows of spenaa5/£ resources, as we[[ as on 6aCances of spenaa6/£ resources avaifa6/£ at tlie end· of 
tfie fisca[ year. Sucfi infonnation is useju[ in eva[uatiTl{f tfie ?rf.unicipafity's near tenn financia[ 
requirements. 

(]Jecause tfie focus of governmenta[ fundS is narrower tfian tfiat of tfie government witfe financia[ 
statements, it is useju[ to compare tfie infonnation presentetf for governmenta[ fundS witfi simiCar 
infonnation presentetf for governmenta[ activities in tfie government witfe financia[ statements. illy 
aoing so, users of tfie 5asic financia[ statements may Getter unaerstana tfie WTI{f-tenn impact of tfie 
:Municipafity's near tenn financia[ tfecisions. CJ3otli of tfie qovernmenta[ Pun£ (]JaCance Sfieet atuf tfie 
qovernmenta[ Puna Statement of 1?§venues, P..x:perufitures an£ Cfianges in Puntf CBafances pro'viae a 
reconci[iation to faciEitate tfiis comparison 6etween governmenta[ fundS anti governmenta[ activities. 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

:Net .ftssets 

.fts no tea earfier, net assets may serve over time as a useju[ indicator of tfze ?rfunicipaCity 's financia[ 
position. In tfze case of tfze ?rfunicipaCity, assets ~ceecfecf[ia6iCities 6y $16,185,486 at June 30, 2008 . 

.fts previous[y aiscussed; 6y far tfze fargest portion of tfze ?rfunicipaCity 's net assets reflect its 
investment in capita[ assets (e.g., fand; 6uifdi111Js, macfiinery, equipment ana aff otfier property) fess 
any refatecf cfe6t usea to acquire tfiose assets tfiat is stiff outstandi111J. rr1ie ?rfunicipaCity uses tfiese 
capita[ assets to provide services to citizens; consequent[y, tfzese assets are not avaifa6[e for future 
spencfi111J. rr1ie fo!Iowi111J is a conaensecf presentation of tfze ?rfunicipaCity's financia[ position ana 
resu[ts of operations, as reportecf in tfie govemment-wicfe financia[ statements: 

Municipality ofMoca 
Condensed Statement of Net Assets 
June 30,2008 and 2007 

2008 2007 

ClllTent assets $ 7,278,024 $ 7,112,030 
Capital assets 21,711,334 19,262,906 

Total assets 28,989,358 26,374,936 

ClllTent liabilities 3,743,628 3,010,777 
N onclllTent liabilities 9,060,244 7,675,374 

Total liabilities 12,803,872 10,686,151 

Invested in capital assets, net of related debt 17,916,334 15,702,906 
Restricted 576,908 564,350 
Unrestricted (2,307,756) (578,471) 

Total net assets $ 16,185,486 $ 15,688,785 
= 

Cfia111Jes in :Net )f.ssets 

'Ilie ?rfunicipaCity's net assets increase£ 6y $496,701. )lpproxjmate[y 39 percent of tfze ?rfunicipaCity's 
tota[ revenue came from grants ana contri6utions, indudi111J jecfera[ ait( wfiife 25 percent resuftea 
from ta:«s. %e ?rtunicipaCity's ex:penses cover a ra111Je of services. rrlie r.argest ex:penses were for 
genera[ government ana pu6Cic wor~. 
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Municipality of M oca 
Condensed Statement of Activities 

June 30, 2008 and 2007 

2008 2007 
Program revenues 

Charges for services $ 4,047,423 $ 3,148,228 
Licenses and Pennits 
Operating grants and contributions 1,362,933 1,729,700 
Capital grants and contributions 

General revenues 
Property taxes 3,493,075 3,041,091 
Municipal license tax 1,022,739 926,255 
Grants and contributions not restricted 
to specific programs 7,054,361 7,830,676 
Interest, fines and penalties 239,335 201,185 
Miscellaneous 973,902 1,225,540 

Total revenues 18,193,768 18,102,675 

Expenses 
General government 8,092,642 6,648,823 
Pub lie safuty 983,296 922,047 

. Public works 5,706,083 5,478,408 
Culture 341,582 157,258 
Recreation 1,270,811 695,266 
Health and welfure 739,200 889,868 
Interest on long-term debt 563,453 121,111 

Total expenses 17,697,067 14,912,781 

Change in net assets 496,701 3,189,894 

Net assets, begirming of year 15,688,785 12,498,891 

Net assets, end ofyear $ 16,185,486 $ 15,688,785 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 
I 

.}ls notea earfie0 tfze ?rtunicipafity uses funa accountitlf] to ensure ana aemonstrate compliance witfi 
finance-refatecf Cega{ requirements. 

qovern.menta{ Punds 

rrfze focus of tfze ?rtunicipafity's govemmenta{ fund's is to provicfe infonnation on near-term inflows, 
outflows, ana 6afances of spenaa6Ce resources. Sucfi infonnation is useful in assessing tfze 
?rtunicipafity's financitlfJ requirements. In particufar, unreservea funa 6afance may serve as a useju[ 
measure of a government's net resources avaifa6{e for spend'itlf] at tfze ena of tfze fisca[ year. 

)ls of tfze ena of tfze current foca[ year, tlie ?rtunicipaCity's govemmenta[ fundS reportetf com6inetf 
enditlf] funa 6afances of$ 4,532,408, a aecrease of$ 543, 669 in comparison witfi tfze prior year. %ere 
are reservations of funa 6afance. %is is tfze juna 6afance tfiat is not avaifa6{e for new spend'itlf] 
6ecause it fias a[readj 6een committe£ 1) to {iquidate contracts ana purcfiase oraers of tfze prior fisca[ 
year ($ 1,639,606) ancf2) to pay ae6t service($ 516,908). 

rrfze genera[ jurut is inc[uaecf witfiin tlie govemmenta[ juncfs; it is tfie operating funa of tfie 
?rt unicipafity. .}ls of June 3 0, 2008, tfze genera{ funa fias a superavit of$ 2, 008, 110. rrfze superavit 
tfecreasetf6y $395,886 auritlfJfoca{yearencfeaJune 30, 2008. 

:Notes to tfze Pinancia[ Statements 

rrfze 6asic financia{ statements afso induae notes to qpfain infonnation in tfie financial statements 
ana provide more aetaiCea aata. 

~quirea SuppCementary Infonnation 

rrfze statements are foffowea 5y tfie require£ suppCementary infonnation tfiat contains tfze 6ucfgetary 
comparison sc/ieaufe for tlie (jenera[ ana 1Je6t Service Puncfs. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita[ .}lssets 

rrfze ?rtunicipafity's investment in capita{ assets as of June 30, 2008, amounts to $34.2 mi[[ion, net of 
accumufatea aepreciation of $15. 0 mi{[ion, Ceavitlf] a net 6ooft va{ue of $19 mi{[ion. 71iis investment in 
capita[ assets indutfes fancf, 6uifditlf]S, improvements, equipment construction in progress. 

71ie tota[ net increase in tfze ?rt unicipaCity 's investment in capita[ assets for tfze current fisc a{ year was 
a6out 11 % in terms of net 6ooft va{ue. ]4.ctua[ ezyend'itures to purcfiase or construct capita{ assets were 
$3.5 mi{[ion for the year. 1Jepreciation cfiarges for the year totafea $1.1 mi{[ion. 
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'lTze :.MunicipaHty finances a significant portion of its construction activities tfzrougfz 6otuf issuances. 
'lTze proceed's from 6oruf issuances cfesignatea for construction activities are committe£ in its entirety 
for sucfz purposes and' cannot 6e use{ for any otfzer purposes. As of June 30, 2008 tfze :.Municipafity 
fzas $1.1 mifEon of une.:x:perufea proceed's from 6oruf issuances tfzat are committe£ to future 
construction activities. 

Lon.g-rJmn (])e6t 

}lt year-end; tfze :.Municipafity fzac{ $ 9,525,606 in genera[ and' specia[ 6ond's and' notes and' otfier fon.g 
tenn cfe6ts. Sucfz amount represents an increase of 14 percent witfz respect to prior year. 'lTze 
fothwin.g is a summary oftfze :.Munipafity's outstand'in.g cfe6t as ofJune 30, 2008 aru£2007: 

Outstanding Long Term Debt 

June 30,2008 and 2007 

General and special obligations 
Other long term bebts: 
ASES 
Landfill obligation 
CRIM-LIMS 

Compensated absences 

Total 

Governmental Activities 
2008 2007 

$ 4,980,442 $ 4,284,001 

2,475,000 
119,960 

1,950,204 

$9,525,606 

228,311 
2,067,918 

149,949 
1,652,038 

$8,382,217 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

71ie :.Municipafity's sefectecf and' appointe£ ojficiafs consicferecf many factors wfzen setting tfie fisca[ 
year 2008-2009 6ud'get. One of tfiese factors is tfie economy. }lmo11fJ economic areas consicfered' are tfze 

popufation growtfi estimates, persona[ income, fzousin.g statistics ancf unempfoyment rates. 

71ie :.Municipafity app[iecf a conseroative approacfi in tfie cfevefopment of 6ud'get estimates for tfie 
2008-2009 fisca[ year. 'lTze :.Municipafity estimates tfiat tlie amounts avaifa6[e for appropriat£ons in 
tfze qenera[ Puncf for tlie fisca[ year 2008 wiff 6e $13.3, an increase of approxjmate(y 15% ·witfi 
respect to prior year fina[ 6ud'get. 

FINANCIAL CONTACT 

'lTze :.Municipafity's financia[ statements are cfesignecf to present users (citizens, tax:payers, customers, 
investors ancf cred'itors) witfi a genera[ overview of tfie :.Municipafity 's finances ancf to d'emonstrate tfie 
:.Municipafity's accounta6ifity. If you fiave questions a6out tfie report or neecf ad'd'itiona[ financia[ 
information, contact tfze :.Municipafity 's Cnief Pinancia[ Officer on tfze second' floor of tfze Town Jfa[~ 
:Maca, Puerto IJ?jco 00676. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF NET ASSETS 
JUNE 30,2008 

Governmental 
Assets Activities 

Cash (Notes 2 and 5) $ 3,827,898 
Cash with fiscal agent (Notes 2 and 5) 2,298,364 
A.ccounts receivable: 

Landfill 214,179 
Due from other agencies (Note 9) 920,503 
Other assets 
Restricted funds 17,080 
Capital assets, net (Note 11) 21,711,334 

Total assets $ 28,989,358 

Liabil.ities and Net Assets 

Liabilities 
Accounts payable and accrued liabilities $ 1,211,903 
Due to other agencies (Note 12) 261 ,999 
General obligations : 

Bonds 315,000 
Interest 129,013 

Deferred revenues : 
Municipal license tax (Note 13) 753,972 
Federal government (Note 13) 73,729 

Noncurrent liabilities: (Note 15) 
Due within one year 465,360 
Due in more than one year 9,060,244 

A.ccrued interest 532,652 
Total liabilities 12,803,872 

Net Assets 
Investment in capital assets, net of related debt 17,916,334 
Restricted for: 
Debt service 576,908 

Unrestricted {2,307, 756} 
Total net assets 16,185,486 

Total liabilities and net assets $ 28,989,358 

Moca Housing 
Project 

$ 72,383 

14,742 
'195,859 
767,853 

$ 1,050,837 

$ 26,948 

67,874 
846,058 

940,880 

109,957 
109,957 

$ 1 !050,837 -

The accompanying notes are an integral part of these basic financial statements. 
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Fu nctio ns/P rog rams 

Primary Government: 
General government 
Public safety 
Public works 

Culture 
Recreation 
Health and welfare 
Interest on long-term debt 

Total primary government 

Component Unit: 
Moca Housing Project 

Total component unit 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30,2008 

Program Revenues 

$ 

$ 

$ 

Expenses 

8,092,642 
983,296 

5, 706,083 
341,582 

1,270,811 
739,200 
563,453 

17,697,067 

439,472 
439,472 

Charges for 

Services 

$ 2,889,271 

$ 2,889 ,271 

444 ,645 
$ 444 ,645 

General revenues : 
Property taxes (Note 6) 
Municipal license tax (Note 7) 
Sales and uses tax (Note 8) 

Operating 
Grants and 

Contributions 

$ 

1,0g3,414 

269,519 

$ 1,362,933 

$ 

Grants and contributions not restricted to specific programs 
Interest and investment earnings 

Miscellaneous 
Total general revenues 
Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

Net (Expense) Revenue and 

Changes in Net Assets 
Primary Component 

Government Unit 
Governmental Moca Housing 

Activities Project 

$ (5 ,203,371) $ 
(983,296) 

(4,612,669) 
(341 ,582) 

(1 ,270,811) 
(469,681) 
(563,453) 

$ (13,444,8631_, 

5,173 
5,173 

3,493 ,075 
1,022,739 
1,158,152 
7,054,361 

239,335 

973,902 
13,941,564 

4g6,701 5,173 

15,688,785 104,784 

$ 16,185,486 $ 10g,957 

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

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

Landfill 
Due from agencies (Note 9) 
Due from other funds {Note 10) 

Total assets 

COM MONWE:AL YH OF PUERTO RICO 
MUN ICIPAUTY OF MOCA 

BALANC E SHEET-GOVERNMENTAL FUNDS 
JUN E 30, 2008 

Housing and Community 
Urban Oriented Policing 

Development Debt Services 

General Programs Service (COPS) Program 

$ 1 ,608,850 $ 266 .023 $ $ 401,469 
1,011,348 

17 ,080 

214,179 
629,779 281 ,151 9,573 
878,169 -

$ 3 ,330 ,977 $ 564,254 $ 1,020,921 $ 401,469 

Other 
Governmental 

Funds 

$ 1 ,551,556 
1,287,016 

$ 2,838,572 

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

Funds 
-

$ 3,827 ,898 
2,298 ,364 

17,080 

214,179 
920,503 
878 ,169 

$ 8,156,193 



COMMONWEALTI-1 OF PUERTO RICO 
M UNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2008 

Housing and Community 

Urban Oriented Policing Other Total 
Development Debt Services Governmental Governm e nta I 

(/) 

Liabilities and Fund Balance (Deficit) General Programs Service (COPS) Program Funds Funds 

"' '--" 
t<> Liabilities 
v Accounts payable and accrued 0 
o::; l ia bilities $ 325,452 $ 383,954 $ - $ $ 502 ,49 7 $ 1,21 1,903 
0 
X Due to other agencies (Note 12) 242,843 19 '1 56 261,999 
-...J 

,..., 0 0 r.; 

'" ~ ::::0 Due to other funds (Note 1 0) 255,655 401,469 221 ,045 878,169 
vo 
'? -n -3 General obligations : 
VJ m -'-' co N Bonds 315,000 315,000 -o 
<= c - 129,013 "" Interest 129,013 
"' r ::::0 
v n - Deferred revenues (Note 13): ,. < ::0 ,..., Municipal license ta x 753,972 753,972 
0 

,..., 
tT'J 0 0 Federal government 73,729 

"" c ::::0 73 ,729 
'-'' z 
c. --o )> Total liabilities 1 ,322 ,2 67 732,494 444,013 401,469 723,542 3,623,785 .:.... ,. 
,..., z -
'--" ;;i ::::0 0 Fund Ba Ia nces (De fie it) . -.., < < Reserved for : 25 

,. 
r 

"' 
c tT'J Encumbrances 369,104 369,104 m 

::::; ,. ::::0 Debt service 576 ,908 = 0 )> 
576,908 

-...J 0 - m Unreserved fund balance (Deficit) 1,639 ,606 (168 ,240) 2,115,030 3,586,396 
-...J 0 ?l=> vo "' Total fund balance (Deficit) 2,008,710 (168 ,2 40) 576 ,908 2,115,030 ~ m 4 ,532,408 
Oo "' vo < n 
'" n 0 Total liabilities and fund balance (Deficit) $ 3,330,977 $ 564,254 $ 1 ,020 ,921 $ 401,469 $ 2,838,572 $ 8,156,193 7- [;; 
"T1 

~ 
::::; 
00 

.::::' 
) -..> 
-...J _.,_ 
6 
vo 
o-,._, 

The accompanying notes are an integial part of these basic financia l statements. 
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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, 2008 

Total fund balances- governmental funds 

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

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

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

Ne t assets of governmental activities 

$ 4 ,532,408 

21 ,"111 ,334 

(1 0,058.!256) 

$ 16,185,486 

The accompanying notes are an integral part of these basic financial statements. 
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C O MMO NWEAL Ti-i Or PUERTO RICO 
MUNICIPALITY OF MOCA 

S TA TEM ENT OF REVENUES, EX PEND ITUR.ES , AND CH A NGES !N FUND BALANCES-GOVERNMENTAL (CONTINUED) 
FOR T HE FISCAL YEAR ENDED J UNE 30,2008 

Housing and 
Urban Other Total 

Development Debt Governme ntal Gove rnm e nta I 
General Programs Se rvlce Funds Funds 

REVENUES 
Property ta xe s (Note 6) $2,927,576 $ $ 565,499 s $ 3 ,493 ,075 

(/) Munic ipal license taxes (Note 7) 1,022,739 . 1,022,739 
<= 

Sales and uses tax (Note 8)' 239,461 918 ,691 1,158,152 5 
v; Licen s es and perm its 7 49,975 749,975 
!-' Charge s fo r service and rents 2,139 ,296 2 ,139 ,296 
-o Intergovernmen ta l reve n ues (Note 14): 
0 
t;1:J Federal grants and co n tributions 1 ,348 ,933 14,000 1,362,933 
f;: State contr ibutions 5,484 ,448 1 ,569 ,913 7,054 ,361 
-..] n 0 Interest, fines, a nd penalties 165,148 22,850 51,337 239 ,335 = rn ,..._, 

"' :::0 Other revenues 946,857 8 ,274 16,771 9 7 3,9 02 ,_, -; = ~ >-3 Total revenues 1,357 ,207 82 7 ,810 2,572,712 18 ,193,768 
~ 

m .._.... 13,4 36 ,0 39 
0 N EXPENDITURES -c 

<= c 
Genera l governme nt 7,495,046 11 3,750 7 ,608,796 5 "' :::0 r 
Public safety 14 ,000 797 ,615 :-o 

;=; .._.... 763,615 
::0 > < Publ ic works 3,06 1,7 46 1 ,379,485 1,079,166 5 ,520,397 n 
0 n m Cultu re 155,901 155 ,9 01 = 0 
'-D c: :::0 Recreation 678 ,04 8 678,048 '..0 z = -; ;J:> Health a nd welfare 300, 11 5 253 ,404 553,519 .:_, > 
N z - Capital outlays 3,562 ,519 '-" ;;l ....,...., 1,069,073 2,493 ,446 = . "'"' Debt service : -::;2 < < Principal retirement 6 11,860 811,8 6 0 > 
§ ;:::: m Interest and othe r 298,782 29 8 ,782 "' m 
-.:::J J> :::0 Total expenditu res 13,543 ,544 1,632,889 1,1 10,642 3,70 0 ,362 19,987,437 
00 :::J 

;J:> -..] 0 
Deficiency of revenues over expendi ture s (107 ,50 5) (275,682) (282,832) ( 1 ,127,650) (1 ,793 ,669) - m __, 0 

$<? '-" "" = m OTHER FINANCING SOURCES (USES) Oo "' n '-" < Loan proceeds 1 ,250,000 1 ,250 ,000 1'-' n 0 _..,.. 
~ Transrers in 37,34 1 325 ,722 36 3 ,063 

-n Tran s fers out (325 ,722) (30,332) (7 ,009) (363,063) "' >< 
-.:::J Total other financing sources (uses) (268 ,361) 295,390 1 ,242,991 1 ,25 0 ,000 
00 
::::; 

Exces s (deficiency) of revenues and other financing sources o ver (under) N __, 
expenditures and other uses (395,686) (275 ,682) 12,558 115,341 (543,669) ..,.. 

6 ._, 
a-. 

FUND BALANCE AT BEGINNING 0 F YEAR 2,4 04 ,596 107,44 2 564,350 1,999 ,669 5 ,0 76 ,077 N 

FUND BALANCE (DEFICIT) AT END O F YEAR $2 ,008, 71 0 $ (168,240) $ 576 ,908 $ 2,1 15,030 $ 4,532,406 

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

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

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30,2008 

Net change in fund balances -total governmental funds 

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

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

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

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

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

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

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

Changes in net assets of governmental activities 

$ (543,669) 

3,562,519 

(1,114,091 ) 

(1 ,250,000) 

81 1,860 

(264,671) 

__[105,247) 

$ 496 ,701 

The accompanying notes are an integral part of these basic financial statements. 
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COMMO NWEALTH OF PUERTO RICO 
MUNICIPALiTY OF M OCA 

STATEMENT OF REVENUES, EXPENDITURES, AND OTHER FINANCii~G SOURCES· BUDGET AND ACTUAL· GENERAL AND DEBT SERVICE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30 , 2008 

Ge11eral Fund Debt Service Fund 
Variance with Variance with 

Final Budget- Final Budget-
Budgeted Amounts Positive Budgeted Amounts Positive 

~ina I Final Actual (Negative) Origina l Final Actual (Negative) 

~ 

"' REVENUES 
'-" Property taxes $ 2 ,236 ,3 11 $ 2,236,311 $ 2,377,030 $ 140 ,719 $ 660,931 $ 660,931 $ 565,499 $ (95,432) ,_, 

Municipal license taxes 910,000 910,000 961,956 51 ,956 
-v 

Licenses and perm its 232,500 232,500 749 ,975 517,475 0 
CD Sales and use taxes 239,461 239,461 
0 
>< Charges for service and rents 1 ,944,500 1,944,500 2,097,260 152,760 
-J n 0 8 r.; 

"' :;o Intergovernmental revenues: 
'-" --l 
? -n o---3 State contributions 6,056,536 6,056,536 5,484,448 (572 ,088) 
(/) "' ......... Interest, fines, and penalties 70,000 70,000 195,480 125,480 22,850 22,850 
"' 

0 N 
" Other revenues 175,000 175,000 192,096 17,096 c -

""' "' :;o r Total re~~enues 11,624,847 11,624,847 12,058,245 433,398 660,931 660,931 827,810 166,879 n ......... :-o )> < ;:;;:> n 
C> n tTl EXPENDITURES 
C> 0 

"' c :;o General government 6 ,907,846 7, 851,899 7,488,268 363,631 
'-" :z = ;;! ;:t> Public safety 812,110 800 ,243 788,839 11,404 
~ 
'" :z - Public works 2,809,932 3,294,635 3,133 ,044 161 ,59 1 
'../' --l 
c V> :;o Culture 157,050 719 ,271 699,525 19,746 . ,........ 
-o < 

)> < Health and welfare 272,311 160,490 155,901 4,589 
i5 r 

"' 
c: tTl Recreation 665,598 337,781 323,561 14,220 
"' -:::::i )> :;o Debt service : 

00 0 
;:t> _, 0 Principal 435,946 435,946 811,860 (375 ,914) - rn 

-J 0 Rl=' '--" "' Interest . 224,985 224,985 298,782 (73,797) 
~ en 
Co "' n Total expenditures 11,624,847 13,164,319 12,589, 138 575 ,181 660 ,931 660 ,9 31 1,110,642 
'--" < (449,711) ,_, n 0 

-----

;"'- ~ 
Z' OTHER FINANCING SOURCES 
>< 

Reprogramm ing funds 1,539,472 1,539,472 
-:::::i = Total other financing sources 1,539,472 1,539 ,472 .::::! 
'" _, 
-10- 'E xcess (deficiency) of 
6 
'-" expenditures over (under) = '" re ven ues $ $ $ 1,008.579 $ 1,008 ,579 $ $ $ (282,832) $ (282,832) 

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

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

1. ORGANIZATION 

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

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

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

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

Statement of Net Assets- The statement of net assets is designed to display the 
financial position of the Municipality, including capital assets and infrastructure. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

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

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

The following is a summary of the more significant policies. 

a. Reporting Entity 

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

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

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

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

b. Government-Wide and Fund Financial Statements 

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
are those that are clearly identifiable with a specific function or segment. Program 
revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead 
as general revenues. 

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

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

The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are 
recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows. Property taxes are recognized as 
revenues in the year for which they are levied. Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by tt1e 
provider have been met. 

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

The Municipality reports the following major governmental funds: 

• General Fund 

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

• Housing a[1d Urban Development Progr_2ms (HUD Programs) 

This fund account for revenue sources for the development of viable urban 
communities, decent housing, suitable living environment, rental assistance to 
help very low-income families afford decent, safe and sanitary housing by 
encouraging property owners to rehabilitate substandard housing and lease 
the units with rental subsidies to low-income family. 

• Debt Service Fund 

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

o Community Oriented Policing Services {COPS) Program 

This fund is used to account for the resources used for the payments of payroll 
of police officers, equipment, training, and technical assistance and innovative 
community policy strategies and help develop on infrastructure that will sustain 
community policing. 

Private-section standards of accounting and financial reporting issued prior to 
December 1, 1989, generally are followed in the government-wide financial 
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statements to the extent that those standards do not conflict with or contradict 
guidance of the Governmental Accounting! Standards Board. 

As a general rule the effect of interfund activity has been eliminated from the 
government-wide financial statements. 

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 ~) capital grants and contributions, 
including special assessments. Internally 8edicated resources are reported as 
general revenues rather than as program revenues. Likewise, general revenues 
include all taxes. 

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

d. Cash and Cash with Fiscal Agent 

The Municipality's Finance Director is qesponsible for investing available 
resources. The Municipality is restricted by l,aw to invest only in savings accounts 
with banks qualified as a depository of public funds by the Puerto Hico Treasury 
Department (PRTD) or in instruments of the Government Development Bank for 
Puerto Rico (GOB). · 

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

e. !nterfund 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 
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due to/from other funds (i.e., the current portion of interfund loans) or advances 
to/from other funds (i.e., the non-current portion of interfund loans). All other 
outstanding balances between funds are reported as due to/from other funds. 

f. Capital Assets 

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

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

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g. Reservation of Fund Balance 

Usef~l Life 

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

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

• Encumbrances 

Represent future expenditures under purchase orders, contracts and other 
commitments. These committed amounts generally will become liabilities in 
future periods as the goods or services are received. 
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• Debt Service 

Represents net assets available to finance future debt service payments. 

• Capital Projects Fund 

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

h. Risk Financing 

The Municipality carries insurance to cover casualty, theft, tort claims and other 
losses. Insurance policies are negotiated by the Puerto Rico Treasury 
Department and costs are allocated among all the municipalities of Puerto Rico. 
Cost of insurance allocated to the Municipality and deducted from the gross 
property tax collections by the Municipal Revenue Collection Center (the "CRIM") 
for the year ended June 30, 2008 amounted to approximately $258,874. The 
current insurance policies have not been cancelled or terminated. The GRIM also 
deducted by $17 4,301 for workers' compensation insurance covering all municipal 
employees. 

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year paid. EmployeE~s 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 Municipal Law, authorizing 
the Municipality to pay any excess of vacations and sick leave accumulated over 
the maximum previously permitted by law. Calculations must be made until 
December 31 of every year. Excess of sick leave must be paid until March 31 
next every natural year. Excess of vacations can be paid after July 1 of every 
fiscal year. 
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j. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates · and assumptions that affect the reported amounts of assets and 
liabilities, and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting period. The most significant 
estimates consist of the contribution received from the Puerto Rico Electric Power 
Authority and the Municipal Revenue Collection Center caused by the delay of the 
notification of the actual revenues and expenditures to the presented in the 
financial statements of the agencies mentioned above. 

k. Future Adopt ion of Accounting Pronouncements 

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

Statement 
Number 

51 

Statement Name 

Accounting and Financial Reporting for 
Intangible Assets 

52 Land and Other Real Estate Held as 
Investments by Endocuments 

53 Accounting and Financial Reporting for 
Derivative Instruments 

Adoption 
Required in 
Fiscal Year 

2009-10 

2008-09 

2009-10 

The impact of these statements on the Municipality's financial statements has not 
yet been determined. 
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3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

a. Budgetary Control 

The Municipality's annual budget is prepared on the budgetary basis of 
accounting, which is not in accordance with GAAP, and represents departmental 
appropriations recommended by the Mayor and approved by the Municipal 
Legislature prior to the beginning of the fiscal year. Amendments to the budget 
require the approval of the Municipal Legislature. Transfers of appropriations 
within the budget, known as Mayor's Resolutions, do not require the approva l 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), accord l:1gly, 
includes only the operations of the general and the debt service funds. The 
amounts budgeted under the Special Revenue Fund were excluded since they are 
received and expended over a period of time which generally exceeds the current 
year. 

For budgetary purposes, encumbrance accounting is used. The encumbrances 
(i.e., purchase orders, contracts) are considered expenditures when incurred. For 
GAAP reporting purposes, encumbrances outstanding at year-end are reported 
as reservations of fund balances and do not constitute expenditures or liabi lities 
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 capita l project 
appropriations, are continuing accounts for which the Municipal Legislature has 
authorized that an unspent balance from the prior year is carried forward and 
made available for current spending. 

The annual budget is presented in the Combined Statement of Revenues and 
Expenditures- Budget and Actual (Budgetary Basis) is the budget ordinance to 
June 30, 2008 representing the original budget. · 
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b. BudgetfGAAP Reconciliation 

The following schedule presents comparisons of the legally adopted budget with 
actual data on a budget basis. Because accounting principles applied for 
purposes of developing data on a budget basis differ significantly from those used 
to present financial statements in conformity with GMP, a reconciliation of entity 
and timing differences in the excess of revenues and other financing sources 
over expenditures and other financing uses for the year ended June 30, 2008 
is presented below for the general and debt service funds: 

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

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

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

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

c. Legal Compliance 

General 

$1,008,579 

899,581) 
37,341 

325,722) 
953,865 

( 1,539,472) 

369.104 

($ 395.886) 

Debt Service 

($282,832) 

325,722 
30,332) 

$ 12.558 

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

-27-

ORTIZ, RIVERA , RIV ERA & CO. 
CERTIFI ED PUBLIC ACCOUNTANTS • VALUE ADD ED SERVICES 

Suile 152. PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524. Fax (787) 274-0562 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

The governmental fund balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
the government-wide statement of net assets. One element of that reconciliat ion 
explains that some liabilities, including bonds payable, are not due and payable in 
the current period and therefore are not reported in the funds. The details of the 
approximately $10 million difference are as follows: 

Bonds payable 
Landfill obligation 
Compensated absences 
Note payable 
Accrued interest 
CRIM- LIMS 

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

5, DEPOSITS - CUSTODIAL CREDIT RISK 

$ 3,7'95,000 
2,475,000 
1,950,203 
1,185,441 

5:3~:· , 652 

_j__l~!.,_960 

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

The deposits at GOB of approximately $1,287,017 that are restricted principally for 
capital projects and general fund, and the $1,011,348 in the debt service fund are 
unsecured and uncollateralized, as no collateral is required to be carried by 
governmental banks. 

The Municipality maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 
up to $100,000. 
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The excess is covered by collateral provided by banks and held by the Treasury 
Department of the Commonwealth of Puerto Rico pursuant to applicable laws and 
regulations. 

6. 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 H~al and 
personal property taxes. The tax on personal property is self assessed by the 
taxpayer. The assessment is made in a return which must be filed with the CRIM by 
May 15 of each year. The tax on real property is assessed by the CRIM. The 
assessment is made as of January 1 of each year and is based on estimated current 
values of the property as of year 1957. The tax on personal property must be paid 
in full together with the return on or before May 15. The tax on real property is due 
in two equal installments in July 1 and January 1, following the assessment date. 

The rates are 8.58% for real property and 6.58% for personal property. The 
composition is as follows: 

Real Personal 

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

6.00% 
1.03% 
1.75% 

< .20%> 

8.58% 

4.00% 
1.03% 
1.75% 

< .20%> 

6.5~% 

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

The "Additional specia l property tax- municipal" is restricted for debt service and 
retained by GOB for such purposes and it is recorded as revenue in the Debt Service 
Fund when collected by the CRIM and reported to the Municipality. 

The "Additional special property tax- state" is collected by the CRIM for the payment 
of principal and interest of general obligation bonds and certain other obligations 
issued by the state government. 
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Residential real property occupied by its owner is exempt by law from the payment 
of property taxes on the first $15,000 of the assessed value. For such exempted 
amounts, the Department of Treasury assumes payment of the basic tax to the 
Municipality, except for property assessed at less than $3,500, for which no payment 
is made. Revenue related to the basic tax on exempt property is recorded in the 
General Fund when payments are received from the CRIM. 

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

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CRIM advances funds to the Municipality based on the initial 
~:;stimated collections. The CRI M is required by law to prepare a settlement staternent 
on a fiscal year basis, whereby a comparison is made between the amounts 
advanced to the Municipality and amounts actually collected from taxpayers . This 
settlement has to be completed on a preliminary basis not later than three months 
after fiscal year-end, and a final settlement made not later than six months after a 
year end. If the CRIM remits to the Municipality property tax advances, which are less 
tt1an the tax actually collected, a receivable from the CRIM is recorded at June 30. 
However, if advances exceed the amount actually collected by the CRIM, a payable 
to the CRIM is recorded at June 30. 

Currently, the Municipality has received the preliminary settlement from CRIM related 
to fiscal year 2007-08, but not the final settlement as the six months period after a 
fiscal year end, provided by law to CRIM to issue this, has not yet expired. 
Management believes, based in part on the experience from prior years, that when 
received, the final settlement from CRIM will not show a significant difference from the 
preliminary settlement and that such difference, if any, will not have a material effect 
on the financial condition of the Municipality. 

Based on the preliminary settlement already received, for the year ended June 30, 
2008, the amount received by CRIM, less than the amount collected from taxpayers 
and charges by CRIM received by the Municipality for the same period by 
approximately $630,000 of which $313,000 corresponds to the year ended June 30, 
2008, $317,000 corresponding to the municipal subsidy from the months of October 
2007 through March 2008. Such amount is presented as due from other 
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governmental agencies in the general fund in the basic 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 
June 30, 2008. The annual Municipal License Tax is determined based on the gross 
income of all commerce and industrial organizations who have operations in the 
Municipality of Maca, and are not totally or partially exempt under the Industrial 
Incentive Law of Puerto Rico. 

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

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

The amounts collected in advance are recorded as deferred revenues in the General 
Fund. The Municipality invoiced and collected in advance during the current year 
approximately $753,972, corresponding to the next fiscal year municipal license. 

8. SALES AND USE TAXES 

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

Act 80 also provides for restrictions on the use of the resources (including the .5 of 
1.5% collected by the Commonwealth Government) to be invested in solid waste and 
recycling programs, capital improvements and health and public safety costs. Amount 
collected by the Commonwealth Government will be deposited in accounts or special 
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funds in the Governmental Development Bank of Puerto Rico ("GOB"), subject to 
restrictions imposed and distributed as follows: 

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

b. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to 
f inance loans to municipalities subject to restrictions imposed by the Act and, 

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

9. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

Municipal Revenues Collection Center (CAE) 
HUD-SBGP 
Municipal Revenues Collection Center (Preliminary Liquidation) 

10. INTERFUND TRANSACTIONS 

a. Due From/To Other Funds: 

$ 9,573 
281,1 51 
62Sl_.779 

The due from and due to otherfund balances as of June 30, 2008, are as follows: 

Receivable Fund 

General 
General 
General 

Payable Fund 

Other Governmental 
Cops 
HUD 
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b. lnterfund Transfers: 

lnterfund transfers for the year ended June 30, 2008 consisted of the following: 

Transfer In 

Debt Service 
General Fund 
General Fund 

Transfer Out 

General 
Debt Service 
Other Governmental 

Amount 

$325,722 
30,332 

7,009 

$363,063 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend 
them, (2) move receipts restricted to debt service from the fund collection the 
receipts to the debt service fund as debt service payments become due, and (3) 
use unrestricted revenues collected in the general fund to finance va rious 
programs accounted for in other funds in accordance with budgetary 
authorizations. 
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11. CAPITAL ASSETS 

Capital asset activity for the Municipality for the year ended June 30, 2008 was as 
follows: 

Primary Government 

Governmental Activities: 

Capital assets, not being depreciated: 

Land 

CDnstruction in progress 

Total capital assets, not being depreciated 

Capital assets, being depreciated: 

8uildings and building irrproverrents 

Fi.Jrniture and fixture 

Vehicles and equiprrent 

infrastructure 

$ 

Balance 

June 30, 2007 

2,575,456 

97,714 

2,673,170 

16,310,941 

896,910 

6,544,871 

6,877,475 

Increases Decreases 

$ 

-

1,EIJ7,657 

8,272 

977,517 

1,069,073 
----··--

Total capital assets, being depreciated 

Less accurrulated depreciation for: 

E'XJildings and building irrproverrents 

Furniture and fixture 

Vehicles and equiprrent 

Infrastructure 

Total accurrulated depreciation 

Total capital assets, being depreciated, net 

Governrrental activities capital assets, net $ 

30,630,197 

3,558,100 

547,651 

4,250,460 

5,684,250 

14,040,461 

16,589,736 

19,262,906 
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$ 

Balance 

June 30, 2008 

2,575,456 

97,714 

2,673,170 ------

17,818,598 

905,182 

7,522,388 

7,946,548 ---·-----
34,192,716 

------·----

3,964,256 

585,153 

4,765,304 

5,839,839 
----·---

'15,"154,552 ------
19,038,164 

$ 21,711,334 
===:=--= 
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Capital asset activity for Moca Housing Project, a discretely presented component 
unit, for the year ended June 30, 2008 was as follows: 

Balance 
ComQonent Unit-Moca Housing Project June 30, 2007 Increases 

capital assets , not being depreciated: 
Land $ 60,900 $ 

Total capital assets, not being depreciated 60,900 

capital assets, being depreciated: 
Land irrprovements 68,916 
Buildings and building irrprovements 2,110,388 
Building equiprrent 330,020 21,636 
Furniture and fixtures 45,417 
Equipment 14,284 

Total capital assets , being depreciated 2,569,025 21 ,636 ----
Less accumulated depreciation 1,824,186 59,522 

Total accumulated depreciation 1,824,186 59,522 ------ -----
Total capital assets , being depreciated, net 744,839 (37,886) 

Moca !-busing Project capital assets, net $ 805,739 $ (37,886) 

12. DUE TO OTHER AGENCIES 

Due to other agencies at June 30, 2008 are as follows: 

Puerto Rico Retirement System Administration 
Puerto Rico Electric Power Authority 
Puerto Rico Water and Sewer Authority 
Internal Revenue Service 
Treasury Department 
Puerto Rico General Services Administration 
U. S. Department of Housing and Urban Development 

Total 
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Decreases 

$ 

$ ---------
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Balance 
June 30, 2008 

$ 60,900 

60,900 -----

68,916 
2,110,388 

351,656 
45,417 
14,284 ------

2,590,661 

1,883,708 

1,883,708 -----
706,953 

$ 767,853 

$ 81,488 
59,945 
59,981 
33,782 

7,202 
445 

19,156 

$ 26'1,999 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

13. DEFERRED REVENUES 

a. Municipal License Tax 

The deferred revenues of $753,972 in the general fund related to municipal 
license tax collected in fiscal year 2007-08 that will be earned in fiscal year 2008-
09. 

b. Federal Government 

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

14. iNTERGOVERNMENTAL REVENUES 

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

The general fund intergovernmental revenues are as follows: . 

Puerto F~ico Electric Power Authority 
Puerto F~ico Treasury Department (Christmas Bonus) 
Equalization Fund (.20 hundredth) 

Total 
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$1 ,57'8,0(3'1 
192,484 

~713,9(~~ 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

15. LONG-TERM DEBTS 

Bonds and other long-term liabilities outstanding at June 30, 2008 are as follows: 

Bonds 

$2,780,000 series of 1995, payable in annual installments of 
$40,000 to $270,000 until July 1, 2017, interest ranging from 
4. 7% to 6.63%. 

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

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

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

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

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

Total bonds payable 

$835,000 series of 2008, payable in annual installments of 
$95,000 to $150,000 until July 1, 2008, interest ranging from 
6.48% to 7.50%. 
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$1,765,000 

380,000 

405,000 

250,000 

585,000 

410,000 

3,795,000 

740,000 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

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

Total notes payable 

Other Long-term Liabilities 

Note payable to CRIM (LIMS)- On June 27, 2001, the 
Municipality entered into a financing agreement with the 
CRIM in the amount of $286,847 for the payment of the 
Municipality's share of the cost of a management 
information system (LIMS) acquired by the CRIM for the 
management of taxpayer's properties located in Puerto 
Rico. The note is payable in semiannual installments of 
$38,472, including interest of 5.95% and is due on 
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1,185,441 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
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November 28, 2011. Amount is financed with unrestricted 
funds through withholdings from the advances of property 
tax and amounts of municipal equalization fund sen to the 
Municipality by the Municipal Revenue Collection Center 
(CRIM). 

Total long-term liabilities 

$ 119.960 

$5.100,401 

The annual debt service requirements for the bonds payable and note payable at 
June 30, 2008, are as follows: 

Bonds Note Payable ---
Principal Interest Principal Interest 

2009 $ 195,000 $ 235,852 $ 163,560 $ 296,800 
2010 210,000 235,802 178,560 296,048 
20"11 235,000 222,427 188,560 273,891 
2012 255,000 207,472 198,560 249,404 
2013 275,000 191,248 143,560 223,271 
2014-2018 1,465,000 654,430 192,800 710,937 

2019-2023 550,000 303,801 42,800 335,74"7 
2024-2028 440,000 143,824 42,800 162,462 
2029-2033 170,000 28,900 34,241 34,224 

$3,795,009 $2,223,756 $1 '185,441 $2,582,784 

Component Unit 

The mortgage payable by the discretely component unit is owed by Moca Housing 
Project and consists of an 8% mortgage note, payable in monthly installments of 
$12 ,193, including interest, until 2017, collateralized with land and building. 
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The principal maturities of the mortgage in each of the next five years and thereafter 
are as follows: 

Year Ended 
June 30, 

2009 
2010 
2011 
2012 
2013 

Thereafter 

L~1.1dfill Obligations 

Amount 

$ 67,874 
74,150 
81,007 
88,498 

104,359 

498,044: 

$913,932 

Slate 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 certa in 
rn:aintenance and monitoring functions at the site for 30 years ·after closure. In 
accordance with Statement No. 18 of the GASB, "Accounting for Municipal Sol id 
INaste Landfill Closure and Postclosure Care Costs," the Municipality has performed 
a study of the activities that need to be implemented at the Municipality's landfi ll to 
guarantee the maximum yield of available space and to comply with applicable state 
and federal regulations. Based on this study, the Municipality recognized $2.5 mi llion 
as the Municipality's estimated current cost for landfill closure as of June 30, 2008. 
The reported liability represents the total estimated cost of closure since the 
Municipality expects to close the landfill in the year 2011. Actual costs may be 
different due to inflation, changes in technology, or changes in laws and regulations. 
The balance of closure and postclosure costs of $2.5 million are reported in the 
statement of net assets because it will not be funded with available expendable 
financial resources at June 30, 2008. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

Long-term liability activity for the year ended June 30, 2008 was as follows: 

Beginning Ending Due within 
Primary Government Balance Additions Payments Balance One Year 

Governmental Activities: 

Bonds payable $3,560,000 $ 415,000 $ 180,000 $3,795,000 $ 195,000 

Notes payable 724,001 ·835,000 373,560 1,185,441 163,560 

Total long-term debt 4,284,001 1,250,000 553,560 4,980,441 358,560 

Other long-term liabilities : 

ASES 228,311 228,311 

Landfill obligation 2,067,918 407,082 2,475,000 31,800 

CRIM- LIMS 149,949 29,989 119,960 

Compensated absences 1,652,038 298,165 1,950,203 75,000 
--·- ·--

Total other liabilities, 

governmental activities 4,098,216 705,247 258,300 4,545,163 106.800 ----- ---- --- ---------
Total noncurrent liabilities . 
governmental activities $8,382,217 $1,955,247 $ 811,860 $9,525.604 $ 465,360 

=== 

Beginning Ending Due with ln 

Component Unit: Balance Additions Reductions Balance One Year ----·-
Moca !-busing A"oject 

rrortgage payable $ 976,241 $ $ 62,309 $ 913,932 $ 67,874 
===-....:.= == 

RETIREMENT PLAN 

a. Plan Description 

The Employee's Retirement System of the Government of Puerto Rico and its 
Instrumentalities (ERS) is the administrator of a cost-sharing multiple-employer 
retirement system established by the Commonwealth of Puerto Rico. The System 
was created under the ACT 447, approved on May 15, 1951, as amended , and 
became effective on January 1, 1952. 
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MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS {CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

ERS covers all regular employees of the Commonwealth of Puerto Rico and its 
instrumentalities and of certain municipalities and components units not covered 
by their own retirements systems. 

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

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

Members who have attained an age of at least fifty-five (55) years and have 
completed at least twenty-five (25) years of creditable service or members who 
have attained an age of at least fifty-eight (58) years and have completed at least 
fifty-eight (58) years and have completed at least ten (1 0) years of creditable 
service, are entitled to an annual benefit, payable monthly for life. 

The amounts of the annuity will be one and one-half percent of the avera~Je 

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

Participants who have completed at least thirty (30) years of creditable service are 
entitled to receive the Merit Annuity. Participants who have not attained fifty-five 
(55) years of age will receive 65% of the average compensation or if they have 
attained fifty-five (55) years of age will receive 75% of the average compensation. 
Disability retirement benefits are available to members for occupational and non­
occupational disability. However, for non-occupational disability a member must 
have at least ten (1 0) years of service. 

No benefit is payable if the participant receives a refund of his accumulated 
contributions. 
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On September 24, 1999, an amendment to Act No. 44 7 of May 15, 1951, which 
created ERS, was enacted with the purpose of establishing a new pension 
program (System 2000). Employees participating in the current system as of 
December 31, 1999, may elect to stay in the defined benefit plan or transfer to the 
new program. Persons joining the Municipality on or after January 2000, will only 
be allowed to become members of System 2000. System 2000 will reduce the 
retirement age from 65 years to 60 for those employees who joined the current 
plan on or after April1, 1990. 

System 2000 is a hybrid defined contribution plan, also known as a cash balance 
plan. Under this new plan, there will be a pool of pension assets, which will be 
invested byERS, together with those of the current defined benefit plan. Benefits 
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico. 
The annuity will be based on a formula which assumes that each year the 
employee's contribution (with a minimum of 8.275% of the employee's salary upon 
to a maximum of 1 0%) will be invested in an account which will be either: ('l ) earn 
a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn 
rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees), or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
plans showing their accrued balances. Disability pensions will not be grant;3d 
under System 2000. The employer's contribution (9.275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

Commonwealth legislation requires employees to contribute 5. 775% of gross 
salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The 
Municipality's contributions are 9.275% of gross salary. Contributions' 
requirements are established by law. The actuarially determined contribution 
requirement and contributions actually made for the year ended June 30, 2008 
was approximately $401,000. The Municipality's payroll for employees covered 
by ERS was approximately $4.3 million. The Municipality total payroll for all 
employees was approximately $6.4 million. 

Additional information on the ERS is provided in its financial statements for the 
year ended June 30, 2008, a copy of which can be obtained from the ERS, 
Minillas Station, PO Box 42003, San Juan, PR 00940. 
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17. RISK MANAGEMENT 

The Risk Management Division of the Municipality's Legal Department is responsible 
of assuring that the Municipality's property is properly insured. Annually, the Hisk 
Management Division compiles the information of all property owned and its 
respective market value. After evaluating this information, the Risk Management 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico 
who is responsible for purchasing all property and casualty insurance policies of all 
municipalities. 

18. LEASES 

Operating Leases 

Leasing Arrangement with the Municipality as Lessor: 

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

b. Total income from leases during the year ended June 30,2008 was approximatE;Iy 
$13,500. 

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

Leasing arrangements with the Municipality as lessee: 

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

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

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

20. CONTINGENCIES 

a. The Municipality receives Federal Grants for specific purposes that are subject to 
review and audit by the 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. 

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

21. COMMITMENTS 

The Municipality of Moca had several outstanding or planned construction projects 
as of June 30, 2008. These projects are evidenced by contractual commitments with 
contractors. The construction projects are commitments of the Other Governmental 
that amounted to approximately $656,540. 
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Federal Grantor/Program Title 

U.S. Department of Housing and Urban 
Development (HUD) 
Direct Program : 
Section 8 Vouchers Program 
Pass-through State -Commonwealth of Puerto 
Rico/Commissions Office of Municipal Affairs­
Community Development Block Grant- States 
Program 

SBGP 
Subtotal U.S. Department of HUD 

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

Special Programs fro the Aging- Title Ill, Part B 
Nutrition Services 

Subtotal U.S. Department of HHS 

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

Edward Byrne Justice Assistance Grant 
Subtotal U.S. Department of Justice 

TOTAL 
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Federal 
Disbursements/ 
Expenditures 

$ 253,404 

1 ,3"79,485 
___ 1:...!..,6::..:32,8139 

51 ,Q_43-
_____ ..:..5..:...!1 ,_943 

----~4.00.Q_ 
____ ....:.14,000 

$ 1,697,932 
~==~= 
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NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

1. SIGNIFICANT ACCOUNTING POLICIES 

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

2. BASIS OF PRESENTATION 

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

Expenditures as per basic financial 
':>tatements: 

Housing and Urban Development Programs 
Federal expenditures included in other governmental funds 

Total expenditures per schedule of expenditures 
of federal awards 
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Puerto Ri co Board of Certified 
Pu blic Accountants , 

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUIOIT 

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Maca 
Moca, Puerto Rico 

We have audited the financial statements of the governmental activities, each major fund 
and the aggregate remaining fund information of the Municipality of Moca, as of and fer the 
year ended June 30, 2008, which collectively comprise the Municipality's basic financial 
statements and have issued our report thereon dated December 5, 2008. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered Municipality of Maca's internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose 
of expressing our opinion on the financial statements, but not for the purpose of expressing 
an opinion on the effectiveness of the Municipality's internal control over financial reporting . 
Accordingly, we do not express an opinion on the effectiveness of the Municipality's 
internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, 
to prevent or detect misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the Municipality's 
ability to initiate, authorize, record, process, or report financial data reliably in accordance 
with generally accepted accounting principles such that there is more than a remote 
likelihood that a misstatement of the Municipality's financial statements that is more than 
inconsequential will not be prevented or detected by the Municipality's internal control. 

-48-

Suite 152. PO Box 70250, San Juan, P. R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that a material misstatement of the financial 
statements will not be prevented or detected by the Municipality's internal control. 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality of Maca'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 under Government Auditing Standards. 

We n:::.;ted certain immaterial instances of noncompliance which we have reported to 
manaqernent of the Municipality of Moca in a separate letter dated December 5, 2008. 

This report is intended solely for the information and use of the audit committee, 
Cornrnissioner Office of Municipal Affairs, management and the federal awarding agencies 
and pass-through entities and is not intended to be and should not be used by anyone 
other than these specified parties. 

San Juan, Puerto Rico 
December 5, 2008 

The stamp 2363606 w 
to the original of this r 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 

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

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

Compliance 

We have audited the compliance of Municipality of Moca with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs for 
the year ended June 30, 2008. Municipality of Moca's major federal programs are 
identified in the summary of auditor's results section of the accompanying schedu le of 
fi n dln~JS and questioned costs. Compliance with the requirements of laws, regulations, 
contracts and grants applicable to each of its major federal programs is the responsibi lity 
of Municipality of Moca's management. Our responsibility is to express and 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 aud its 
contained in Government Auditing Standards, issued by the Comptroller General of the 
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of compliance requirements referred to above that could have a direct and material 
effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about Municipality of Moca's compliance with those requirements and performing 
such other procedures as we considered necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal 
determination on Municipality of Moca' compliance with those requirements. 
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In our opinion, the Municipality of Moca complied, in all material respects, with the 
requirements referred to above that are applicable to each of its major federal program for 
the year ended June 30, 2008. However, the results of our auditing procedures disclosed 
instances of noncompliance with those requirements, which are required to be reported in 
accordance with OMS Circular A-133 and which is described in the accompanying 
schedule of findings as questioned costs as item 08-1. 

Internal Control over Compliance 

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

A control deficiency in an entity's internal control over compliance exists when the design 
or operation of a control does not allow management or employees, in the normal course 
of per·forming their assigned functions, to prevent or detect noncompliance with a type of 
compfiance requirement of a federal program on a timely basis. A significant deficiency is 
a contro l deficiency, or combination of control deficiencies, that adversely affects the 
entity's abi lity to administer a federal program such that there is more than a remote 
Hkelihood that noncompliance with a type of compliance requirement of a federal program 
that i : :~ more than inconsequential will not be prevented or detected by the entity's internal 
control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that material noncompliance with a type of 
compliance requirement of a federal program will not be prevented or detected by tt1e 
entity's internal control. 

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

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

The stamp 2363607 
to the original of this 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

1. SUMMARY OF AUDIT RESULTS 

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

b. There were no significant deficiencies on internal control. 

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

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

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

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

!J . The programs tested as major programs included: 

SBGP- CFDA No. 14.228 

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

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

2. FINDINGS- FINANCIAL STATEMENTS AUDIT 

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

a. SBGP - CFDA No. 14.228 

• Condition 08-1 

The Municipality does not have effective internal controls over compliance with 
the requirement to ensure that all laborers and mechanics employed by 
contractors or subcontractors to work on construction contracts in excess of 
$2,000 financed by Federal assistance funds are paid wages not less than 
those established for the locality of the project (prevailing wage rates) by the 
Department of Labor (DOL) (40 USC 276a to 276a-7). For the construction 
projects selected for testing, we noted that the contracts do not have the 
prevailing wage rate clause updated. In addition , none of the contracts 
selected have the certified payrolls. 

Criteria 

The Davis Bacon Act requires that all laborers and mechanics employed by 
contractors or subcontractors to work on construction contracts in excess of 
$2,000 financed by Federal assistance funds must be paid wages not iess 
than those established for the locality of the project (prevailing wage rates) by 
the DOL ( 40 USC 276a to 276a-7). 

The program's management failed to monitor the laborers employed by 
contractors to assure they are paid the prevailing wage rates and includes ttle 
certified payrolls. 

Effect 

The continued failure to implement internal controls and ensure compliance 
with the above requirement may expose the Municipality to cost disallowances. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

Recommendation 

The Municipality should require to the construction contractors to make 
interviews to laborers to assure that wages paid are not less than those 
established by the DOL. 

Questioned Costs 

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

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

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

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

accompanying Schedule of Prior Year Audits Findings and Questioned Costs. 

-56-

ORTIZ, RIVERA , RIVERA & CO. 
CERTIFIED PUBLIC ACCOUNTA NTS • VALUE ADDED SERV ICES 

Suite 152. PO Box 70250 . San Juan. P.R. 00936-7250 • Phone (787) 756-8524. Fax (787) 274-0562 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2008 

Program 

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

Finding/Noncompliance Status 

Con.~itiori: 06,~o1 

The Municipality has not established the Condition partially 
appropriate system of internal control to ensure corrected. 
the timely and accurate reconciliation of the 
accounting records maintained by program 
accountants with those maintained at the 
Municipality. 
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INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Maca 
Maca, Puerto Rico 

!'vlcmhu s: 
American Institute of Ccnitied 
Public Accou nwnts (AICPA) 

Puerto Rico Board of Certified 
Pub lic Accou ntan ts 

We have audited the accompanying financial statements of the governmental activities, 
each major fund and the aggregate remaining fund information of the Municipality of 
Maca, as of and for the year ended June 30, 2009, which collectively comprise the 
Municipality's basic financial statements, as listed in the table of contents. These financia l 
statements are the responsibility of the Municipality's management. Our responsibility is to 
express opinions on these financial statements based on our audit. We did not audit the 
financial statements of Maca Housing Project, as of June 30, 2009. Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, 
2:1d our opinion, insofar as it relates to the amounts included for Maca Housing Project, is 
based on the report of the other auditors. 

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

Based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 
governmental activities, discretely presented component unit, each major fund and the 
aggregate remaining fund information of the Municipality of Maca as of June 30, 2009, 
and the respective changes in financial position, thereof and the respective budgetary 
comparison for the general and debt service funds for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of America . 
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In accordance with Government Auditing Standards, we have also issued a report dated 
November 24, 2009 on our consideration of the Municipality's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts , grants, agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 

The Management's Discussion and Analysis on pages 3 through 8 is not a required part of 
the basic financial statements, but is supplementary information required by the accounting 
principles generally accepted in the United States of America. We have applied certain 
limited procedures, which consisted principally of inquires of management regarding the 
methods of measurement and presentation of the required supplementary information. 
However, we did not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Municipality's basic financial statements. The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis 
as required by U. S. Office of Management and Budget Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations, and is also not a required part of the 
basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the financial statements and, in our opinion, is fairly 
stated, in all material respects, in relation to the financial statements taken as a whole. 

San Juan, Puerto Rico 
November 24, 2009 
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P.statfo £i5re _flsociat{o {])e C'Puerto 'Rjco 
MUNICIPIO DE MOCA 

:Moca, Puerto c.Rjco 

MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

:Management of. tfie :Municipafity of :Maca (tfie li'M.unicipafity") pnY()itfes tfiis :Management 's 

(])iscussion anc(Jlna{ysis of tfie 'M.unicipafity 's 6asic financia[ statements as an oven;iew anc[ ana[ysis 
of tfie financia[ activities of tfie 911unicipafity for tfie fisca[ year enrfea June 30, 2009. We encourage 
readers to consirfer tfie information presentea fiere in conjunction witli tfie atfcfitiona[ information tfiat 
we fiave fumisliea in tlie accompanying 6asic jinancia[ statements. 

USING THIS ANNUAL REPORT 

'Iliis annua[ report consists of a sen·es of new financia[ statements witfi a cfiange in tfie focus from 
previous financia[ statements. '!Tie new focus is on 6otfi tfie 'M.unicipafity as a wfio[e (aovemment­
wiae) ana tfie major indi:viaua[ fundS. r:Botfi perspectives (govemment-wiae ana major June!) a[[ow tlie 
user to aaaress reCe·vant questions, 6roarfen a 6asis for comparison (year to year or government to 
go·vemment) ana enfiance tfie :Municipafity's accounta6i[ity. 

FINANCIAL HIGHLIGHTS 

a '!Tie 'M.unicipa fity net assets increasea fry $ 69,062. 

• In tfie juntf financia[ statements, genera[ juntf Ga[ances rfecreasea fry $1,880,454. 

• Capita[ eY:penditures amountea to$ 1,968,312. 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

'!Tie govemment-wirfe financia[ statements are aesignea to proviae rearfers witfi a 6roaa overoiew of 
tlie 911unicipafity 's operations ana finance as a wfio[e in a manner simi[ar to private-sector Gusiness. 
'ITiese statements proviae sfiort-term ana [ong-term information a6out tfie 911unicipafity 's financia[ 
position, wliicfi assist tfie 'M.unicipafity 's management to rfetermine tfie economic concfition at tfie entf 

of tfie fisca[ year. 'ITiese financia[ statements are preparetf using tfie flow of economic resources 
measurement focus. ana tfie accrua[ 6asis of accounting. 11iis 6asica[[y means tfiat tfiese financia[ 
statements fo[[ow metfiodS tliat are simi[ar to tfiose usea fry most Gusinesses. 'ITiey takg into account 
a[[ revenues ana eY:penses connectea witli tfie fisca[ year enrfea June 30, 2009 even if casfi invo[vea 
fiave not 6een receivea or paid. 11ie govemment-wiae financia[ statements induae: (1) tfie statements 

of net assets ana (2) tfie statement of activities. 
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Statement of 'Jfet )!ssets 

rrfie statement of net assets presents a[[ of tfie 'M.unicipafity's assets ana [iaGifities, tvitli tfie aifference 

6etween tfiese two items reportecf as "net assets" (equity). Over time, increases or tfecreases in tfie net 

assets may seroe as a useju[ indicator of whether the financia[ position of the 'M.unicipati'ty is either 
improving or tfeteriorating. 

Statement of )!ctivities 

rrfie statement of activities presents infonnation snowing fiow tfie 'M.unicipafity 's net assets cfzangetf 
tfun·ng tlie fisca[ year entfetf June 30, 2009. )![[ clianges in net assets are reportetf as soon as tfie 

untfer[ying event gi·ving rise to tfie change occurs, regar&ss of tlie timing of refatetf casfi j[ows. rrfius, 
revenues ana expenses are reportetf in tliis statement for some items tfiat wi[[ not result in casfz flows 
unti[ future fisca[ pen'otfs (sucli as unco[fectetf ta.:{fs ana earnetf Gut unusetf ·vacation [eave). rrfiis 

statement afso presents a comparison Getween cfi'rect expenses ana program revenues for eacfi function 
of tfie 'M.unicipafity. 

!Botfi of tfie a.Govementionetf financia[ statements present a[[ tfie governmenta[ activities of tfie 

'M.unicipafity, wliicfi consist most[y 6y ta.~:_es ana intergovernmenta[ revenues (sucfi as jetfera[ grants). 
'M.ost seroices provitfetf 6y tfie 'M.unicipafity fa[[ into tfiis category, incfuding cu[ture ana etfucation, 
genera[ government, fiea[tfi and sanitation, puGfic safety, puGfic fiousing ana welfare, etc. 

rJ'untf rJ'inancia[ Statements 

rrfie rJ'untf rJ'inancia[ Statements provitfe tfetaifetf infonnation aGout tfie 'M.unicipafity's most 

significant juntfs, not tfie 'M.unicipafity as a wfiofe. rrfie :Municipafity lias on[y one Rj.na of font! 
wfiicfi is tfie governmenta[ fund. 

go·r;ernmenta[ juntfs are used to account for essentia[[y tfie same functions reported as govemmenta[ 
acti·vities in tfie government Wide rJ'inancia[ Statements. Jfowever, unfif.§ tfie (]ovemment Witfe 
CFinancia[ Statements, government rJ'una rJ'inancia[ Statements focus on near tenn inj[ows ana 
outjfows of spenda6[e resources, as we([ as on 6a[ances of spentfa6{e resources avaifaG{e at tfie encf of 
tfi.e fisca[ year. Sucfi infonnation is useju[ in eva[uating tfie :Municipafity's near tenn financia[ 
requirements. 

!Because tfie focus of go·r;ernmenta[ funas is narrower tfzan tfiat of tfie government witfe financia[ 

statements, it is useju[ to compare tlie infonnation presentetf for governmenta[ juntfs witli simifar 
infonnation presented for go·vemmenta[ activities in tfie government wide financia[ statements. !By 
doing so, users of tfie 6asic financia[ statements may Getter unaerstantf tfie [ong-tenn impact of tfie 
:Municipafity 's near tenn financia[ decisions. !Botfi of tlie govern menta[ rJ'untf !Bafance Sfieet ·ana tfie 
go·vernmenta[ CFuntf Statement of rJ(evenues, r.E:q;encfi.tures ana Cfianges in CFuna !Barances provitfe a 
reconci[iation to facz[itate tfiis comparison 6etween governmenta[ juntfs ana go·r;ernmenta[ activities. 
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FINANCIAL A.NALYSIS OF THE MUNICIPALITY AS A WHOLE 

:Net }lssets 

}ls notea earf£er, net assets may ser(}e over time as a useju[ imficator of tfze 9rtunicipafity's financia[ 

position. In tlie case of tfie 9rtunicipafity, assets e:cceeaea [ia6ifities 6y $ 16,254,548 at June 30, 2009. 

Municipality of Moca 

Condensed Statement of Net Assets 

June 30, 2009 and 2008 

2009 2008 

Current assets $ 7,643,513 $ 7,278,024 

Capital assets 22,398,030 21,711,334 

Total assets 30,041,543 28,989,358 

CmTent liabilities 3,522,814 3,743,628 

Noncurrent liabilities 10,264,181 9,060,244 

Total liabilities 13,786,995 12,803,872 

Invested in capital assets, net of related debt 17,898,030 17,916,334 

Restricted 3,233,023 576,908 

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

Total net assets $ 16,254,548 $ 16,185,486 

}Is previous{y d1scussetf, 6y far tfze fargest portion of tfze 9rtunicipafity's net assets reflect its 
investment in capita[ assets (e.g., fand; 6uiufings, machinery, equipment ana a[[ otfier property) fess 
any refatea ae6t usea to acquire tfiose assets tfiat is sti[[ outstantfing. rrlie 9rtunicipafity uses tfiese 

capita[ assets to proviae seroices to citizens; consequent[y, these assets are not avaifa6[e for future 
spending. rrlie foffowing is a conaensea presentation of tfze 9rtunicipafity 's financia[ position ana 
resu[ts of operations, as reportea in tfie govemment-witfe financia[ statements: 

Cfianges in :Net )lssets 

rrlie 9rtunicipafity's net assets increase£ 6y $69,062. }lppro:cimate[y 52 percent of tfze 9rtunicipafity 's 
tota[ revenue came from grants ana contn.6utions, induding feaera[ aitf, wfii{e 19 percent resu[tea 

from ta.:(fs. rrlie :Municipafity's e.:{penses cover a range of seroices. rrlie fargest expenses were for 
genera[ government ana pu6f£c work§. 
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Municipality of Moca 

Condensed Statement of Activities 
June 30, 2009 and 2008 

2009 2008 

Program revenues 

Charges for services $ 3,718,796 $ 4,047,423 

Licenses and Permits 

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

Capital grants and contributions 

General revenues 

Property taxes 2,682,964 3,493,075 

Municipal license tax 842,879 1,022,739 

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

Interest, fines and penalties 86,603 239,335 

Miscellaneous 163,697 973,902 

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

Expenses 

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

Public safety 1,081,455 983,296 

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

Culture 216,840 341,582 . 

Recreation 917,720 1,270,811 

Health and welfare 526,731 739,200 

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

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

Change in net assets 69,062 496,701 

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

Net assets, end of year $ 16,254,548 $ 16,185,486 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

jl_s noted" earfier, tlie :M.unicipafity uses fund accounting to ensure and demonstrate compfiance witli 
finance-refated fega{ requirements. 

(J01Jemmenta{ Pun.tfs 

rrlie focus of tlie :M.unicipafity 's govemmenta{ funds is to provide information on near-term inflows, 
outj(ows, and 6afances of spenda6[e resources. Sucli information is useju{ in assessing tfie 
:M.unicipafity's financing requirements. In particufar, unreseroed fund 6afance may seroe as a usejuf 
measure of a government 's net resources avaifa6[e for spending at tlie end of tfie fisca[ year. 

jl_s of tfze end of t!ie current fisca[ year, tfze 5l1unicipafity 's govemmenta[ fun.t!s reported com6ined 
endingfund6afances of$ 5,084,524, an increase of$ 552,116 in comparison witli tfze pn.oryear. %ere 
are reserc;ations of fund 6afance. %is is tfie fund 6afance tliat is not avaifa6[e for new spending 
6ecause it fzas a{reacfy 6een committed to pay tfe6t seroice {$ 669,93 7). 

rrlie genera[ fund is incfuded witliin tlie govemmenta{ fun.t!s; it is t!ie operating fund of tlie 
:M.unicipafity. Jl_s of June 30, 2009, tfze genera{ funa fzas a superavit of $128,256. %e superavit 
decreasea6y $1,880,454 auringfisca{yearendedJune 30, 2009. 

:Notes to tlie Pinaru:Ul{ Statements 

rrlie 6asic financia{ statements a/So indude notes to ex:pfain information in tfze financia[ statements 
and provide more detaifed data. 

IR.fquired Suppfementary Information 

'Tfze statements are fo[{owed Gy tfi.e requirea suppfementary information tliat contains tfie 6uagetary 
comparison scfzeaufe for tlie (Jenera{ ana (])e6t Seroice Punds. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita{ jl_ssets 

rrlie :Municipafity's investment in capita{ assets as of June 30, 2009, amounts to $36.2 mi{fion, net of 
accumufatea aepreciation of $16.4 mi{fion, fea·c;ing a net 6ooft va{ue of $19.8 mi{fion. %is investment 
in capita{ assets inc{udes [and, 6uifdings, improvements, equipment construction in progress. 

'lfi.e tota{ net increase in tfi.e :Municipafity 's investment in capita{ assets for tfze current fisca{ year was 
aGout 12% in terms of net 6ooft ·c;a{ue. jl_ctua{ ex:penditures to purcfzase or construct capita{ assets were 
$1.9 mi{f£on for tfze year. (])epreciation cliarges for tfze year totafed $1.2 mi{U:on. 

rrlie :Municipafity finances a significant portion of its construction activities tfzrougfz 6ond issuances. 
rrlie proceeds from 6ond issuances designated for construction acti·CJities are committed in its entirety 
for sucli purposes ana cannot 6e usea for any otfzer purposes. )ts of June 30, 2009 tfze :Municipafity 
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lias $964,288 of unexpended proceecfs from Ganef issuances that are committed to future construction 
acti-vities. 

Long-cJenn (])e6t 

}lt year-end, tfie :Municipafity fiac{ $ 10,811,461 in genera[ and specia[ Gorufs and notes anti other fong 
tenn cfe6ts. Sucfi amount represents an increase of 13 percent witfi respect to prior year. T!ie 
jo[[owing is a summary of the :Munipafity's outsta7Ufing cfe6t as of June 30, 2009 and 2008: 

Municipality of Moe a 

Outstanding Long-term Debt 

June 30, 2009 and 2008 

2009 2008 

General and special obligations $ 6,311,880 $ 4,980,442 
Other long term debts : 

Landfill obligation 2,475,000 2,475,000 
CRIM-LIMS 88,159 119,960 

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

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

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

Tlie :Municipafity 's sefectecf and appointed officiafS considered many factors wfien setting tfie fisca[ 
year 2009-2010 Gucfget. One of tfiese factors is tfie economy. }lmong economic areas consiaerea are tfie 
popufation growtfi estimates, persona[ income, fiousing statistics ana unempfoyment rates. 

Tlie :Municipafity appfiecf a conservative approacfi in tfie cfevefopment of Gucfget estimates for tfie 
2009-2010 fisca{ year. Tlie :Municipafity estimates tfiat tfze amounts avaifaG[e for appropriations in 
tfie (jenera[ l}'uncf for tfie fisca{ year 2010 wi[{ Ge $12.3, a cfecrease of approJ(jmatelj 3% witfi respect 
to prior year jina[ Guaget. 

FINANCIAL CONTACT 

Tlie :Municipafity's financia[ statements are cfesignea to present users (citizens, taxpayers, customers, 
investors ana cred'itors) witfi a genera{ o·verview of tfie :Municipafity 's finances ana to aemonstrate tfie 
:Municipa[ity 's accounta6ifity. If you fia·ve questions aGout tfie report or need' acfd'itiona{ financia{ 
information, contact tfie :Municipafity's Cfiiej l}'inancia[ Officer on the second floor of tfie Town Jfa[( 
:Moca, Puerto <J?jco 00616. 
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COMMONWEALTH OF PUERTO. RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF NET ASSETS 
JUNE 30, 2009 

Assets 

Cash (Notes 2 and 5) 
Cash with fiscal agent (Notes 2 and 5) 

Accounts receivable: 
Landfill 
Other 

Due from other agencies (Note 9} 

Other assets 
Restricted funds 
Capital assets, net (Note 11) 

Total assets 

Liabilities and Net Assets 

Liabilities 

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

General obligations: 
Bonds 
Interest 

Deferred revenues: 
Municipal license tax (Note 13) 
Federal government (Note 13) 

Noncurrent liabilities: (Note 15) 

Due within one year 
Due in more than one year 

Accrued interest 
Total liabilities 

Net Assets 

Investment in capital assets, net of related debt 
Restricted for : 

Debt service 
Capital projects 

Unrestricted 
Total net assets 

Total liabilities and net assets $ 

Governmental 
Activities 

$ 4,341 '119 
2,567,644 

255,708 
74,400 

361 '150 

43,492 
22,398,030 

$ 30,041,543 

$ 825,034 
253,682 

455,000 
119,980 

831,564 
73,729 

547,280 
10,264,181 

416,545 
13,786,995 

17,898,030 

669,937 
2,563,086 

{ 4,876,505~ 
16,254,548 

30,041 ,543 $ 

Moca Housing 
Project 

$ 44,123 

$ 

$ 

15,677 
233,189 
719,408 

1,012,397 

172,217 

74,150 
771 ,628 

1 ,Oi 7,995 

(5,598) 
(5 ,598) 

1,012,397 

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

STATEMENT OF NET ASSETS 

Assets 

Cash (Notes 2 and 5) 
Cash with fiscal agent (Notes 2 and 5) 

Accounts receivable: 
Landfill 
Other 

Due from other agencies (Note 9) 

Other assets 
Restricted funds 
Capital assets, net (Note 11) 

Total assets 

Liabilities and Net Assets 

Liabilities 
Accounts payable and accrued liabilities 
Due to other agencies (Note 12) 

General obligations: 
Bonds 
Interest 

Deferred revenues: 
Municipal license tax (Note 13) 
Federal government (Note 13) 

Noncurrent liabilities: (Note 15) 

Due within one year 
Due in more than one year 

Accrued interest 
Total liabilities 

Net Assets 

JUNE 30, 2009 

Investment in capital assets , net of related debt 
Restricted for: 

Debt service 
Capital projects 

Unrestricted 
Total net assets 

Total liabilities and net assets 

Governmental 
Activities 

$ 4,341 '119 
2,567,644 

255,708 
74,400 

361 '150 

43,492 
22,398,030 

$ 30,041,543 

$ 825,034 
253,682 

455,000 
119,980 

831 ,564 
73,729 

547,280 
10,264,181 

416,545 
13,786,995 

17,898,030 

669,937 
2,563,086 

{ 4,876 , 505~ 
16,254,548 

$ 30,041 ,543 

Moca Housing 
Project 

$ 44,123 

$ 

$ 

$ 

15,677 
233,189 
719,408 

1,012,397 

172,217 

74,150 
771 ,628 

1 ,Oi 7,995 

{5,598) 
(5 ,598) 

1,012,397 

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

Primary Government: 

General government 
Public safety 
Public works 
Culture 
Recreation 

Health and welfare 
Interest on long-term debt 

Total primary government 

Component Unit: 
Maca Housing Project 

Total component unit 

COI\IIrJIONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

Program Revenues 

Operating 

Charges for Grants and 

Expenses Services Contributions 

$ 7,519,795 $ 2,200,218 $ 

1,081,455 
7,987,430 1,077,532 

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

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

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

General revenues : 
Property taxes (Note 6) 
Municipal license tax (Note 7) 
Sales and uses tax (Note 8) 

Grants and contributions not restricted to specific programs 
Interest and investment earnings 

Miscellaneous 

Total general revenues 

Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

Net (Expense) Revenw~ and 

Chan~es in Net Assets 

Primary Component 

Government Unit --------
Governmental Moca Housing 

Activities Project -

$ (5,319,577) $ 
(1 ,081 ,455) 

(6,909,898) 
(216,840) 
(917,720) 
(128,802) 
p93,676) -------

$ (14,767,968) ----

(115,555) 
- (115,555) 

2,682,964 
842,879 

1,518,578 

9,542,309 

86,603 
163,697 ----

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

16,185,486 109,957 

$ 16,254,548 $ (5,598) 

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

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

Other receivables 
Due from agencies (Note 9) 
Due from other funds (Note 1 0) 

Total assets 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEE~GOVERNMENTAL FUNDS 

JUNE 30, 2009 

Housing and 
Urban 

Development Debt 
General Programs Service 

$ 556,914 $ 238,749 $ 
1,244,91 7 

43,492 

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

557,373 

$ 1,534,571 $ 553,21 5 $ 1,244,917 

Other Total 
Governmental Governmental 

Funds Funds 

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

43,492 

255,708 
74,400 

361,150 
557,373 

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

The accompanying notes are an integral part of these basic financial statements. 
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Liabilities and Fund Balance 

Liabilities 
Accounts payable and accrued 
liabilities 

Due to other agencies (Note 12) 
Due to other funds (Note 10) 
General obligations: 

Bonds 
Interest 

Deferred revenues (Note 13): 
Municipal license tax 
Federal government 
Total liabilities 

Fund Balances 
Reserved for: 
Encumbrances 
Debt service 

Capital project 
Unreserved fund balance (Deficit) 

Total fund balance 

Tota l liabili ties and fund balance 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2009 

Housing and 
Urban 

Development Debt 
General Programs Service 

$ 343,285 $ 185,236 $ 
231 ,466 22,216 

147,578 

455,000 
119,980 

831 ,564 
73,729 

1,406,315 428,759 574,980 

819,356 
669,937 

(691 '1 00) 124,456 
128,256 124,456 669,937 

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

Other Total 
Governmental Governmental 

Funds Funds 

$ 296,513 $ 825,034 
253,682 

409,795 557,373 

455,000 
119,980 

831,564 
73,729 

706,308 3,116,362 

819,356 
669,937 

2,563,086 2,563,086 
1,598,789 1,032,145 
4,161,875 5,084,524 

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

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

MUN!CIPAL!TY OF MOCA 

RECONCILIATION OF THE GOVERNMENTAL FUNDS 

BALANCE SHEET TO STATEMENT OF NET ASSETS 

JUNE 30, 2009 

Total fund balances - governmental funds 

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

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

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

Net assets of governmental activities 

$ 5,084,524 

22,398,030 

(11 ,228,006) 

$16,254,548 

The accompanying notes are an integral part of these basic financial statements. 
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C O MMONWEALTH OF P U E RTO RICO 
M UNI C IPA LITY O F M OCA 

S TATEMENT O F R E V E NUES, EXPENDITURES, A ND CHANGES IN F UND BAL ANC E S -GOVERNM E NTAL (CONTI N UED) 
FOR T H E F IS C AL Y E A R ENDED JUNE 30, 2009 

REVENU E S 
Property taxes (Note 6 ) 

.· Municipal lic ense taxes (Note 7) 
Sales and uses t ax (Note 8) 

Licenses and permits 
Charges fo r service a nd rents 
Intergovernmenta l reve nues (Note 14): 

Federa l grants and contributions 
S ta te contributions 

In te rest , fines, and pena lties 
Other revenues 

Ge n e r a l 

$ 2,2 1 8 .449 
842,879 

394,222 
1 ,805,9g6 

6,384,100 
82,099 

129,544 

H o us ing a nd 
Urba n Other 

D eve l o pme n t D e bt Gove r nme n ta l 
Progra ms Serv ice Funds 

$ $ 464,515 $ 

359,140 1 ,159.438 

1,341,340 134,121 
3 ,158,209 

4 ,504 
3.404 30,749 

Tota l 
G o v ernrnental 

Funds 

$ 2 ,682.964 
842,879 

1. Eo18,578 
39 4 ,222 

1 ,805,g96 

1,4-75,461 
9,542,309 

86,603 
'163,697 

Total reven u es 1 1 ,857,289 1,344,7 44 828, 1 59 4.482,517 ~912,709 

EXPENDITURES 
Gener a l government 
Pub lic safety 
Pub lic works 
Culture 
Recreat ion 
H ealth and welfare 
Capita l outlays 
Debt service: 

P r incipal ret irement 
In te rest and other 

Total expenqitures 

Excess (Deficiency) of revenues over expencli tures 

OTHER F INANCING SOURC E S (USES) 
Loan p roceeds 
Transfe rs in 
Transfer s ou t 

T otal o ther financ ing sources (uses) 

Excess (defic iency) of revenues and other financing sources 
over (under) expenditures and o ther uses 

F UND BALANCE (DE FICIT) AT B E GINNING OF YEAR 

FUND BAL ANCE A T E ND O F Y E AR 

6,7 1 7,056 
867 ,242 

5 ,1 00,807 
198,604 
840,540 
233.479 

13,957,728 

(2, 1 00.439) 

3 04 ,504 
~84 , 519~ 

2 19,985 

(1,880.454) 

2,008,710 

$ 128,256 

199,752 
134,581 

115,1 6 7 2 ,303,094 

27 1 ,81 4 
665,067 1,303,245 

505,360 
309,785 

- 105~ 8 15,145 3,940,672 

13.~ 541 ,845 

1,805,000 

poo.ooo~ 

1,505,000 

~~ 
~~ 2,046,845 

~'i 
- - [5·~ $ 

2,115,030 

$ 124.456 - 4, 1 61,875 

The accompanying notes are an integral part of these basic financial statements. 
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6,1::116,808 
1 ,00'1,823 
7,510,068 

198,604 
840,540 
505,293 

1,968,312 

505,360 
309,785 

1 9.765,593 

_____{_1_.?~2. 88_'!} 

1,805,000 
389 ,023 

_ _ _ c_:;.89 .023 > 
1 ,805 ,000 - ---

552,1 '16 

4,532.408 

$ 5.084,524 



COMMONWEALTH OF PUERTO RICO 

MUN!C!PAL!TY OF MOCA 

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDiTURES AND 
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO TH E 

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

Net change in fund balances - total governmental funds 

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

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

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

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

resources. 

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

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

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

Changes in net assets of governmental activities 

$ 552 ,1 16 

1,968,312 

(1 ,281 ,61 6) 

(1 ,805,000) 

505,362 

116,107 

13,781 

$ 69,062 

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

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

;;.~.,.: ... ,",.: , ~i ... i~;L ~;:Li·;~J?.f:l.n~r.'ltf.'~pq .: ; ·· .-:. v.:~i~~~e witil .~1 ••..• , . .. , ; .;~ . ;.i-0;i!~J~l!!PL~I!~jcl! f.~.nd 
Variance with 

Final Budget- Final Budget-
Budgeted Amounts Positive Budgeted Amounts Positive 

Ori~inal Final Actual (Ne~at i.ve) Original Final Actual ~Jat~ 

REVENUES 
Property taxes $ 2,055,999 $ 2,055,999 $ 2,128,273 $ 72,274 $ 615,963 $ 615,963 $ 464,515 $ (151 ,448) 
Municipa l license taxes 1,000,000 1,000,000 920,471 (79,529) 
Licenses and permits 372,500 372,500 394,223 21,723 
Sales and use taxes 600,000 600,000 300,000 (300,000) 359,140 359,140 
Charges for service and rents 1,970,000 1,970,000 1,764,467 (205,533) 
Intergovernmental revenues : 

State contributions 6,370,068 6,370,068 6,387,578 17,510 
Interest, fines, and penalties 165,000 165,000 86,604 (78,396) 4,504 4,504 
Other revenues 195,000 195,000 684,923 489,923 --------

Total revenues 12,728,567 12,728,567 12,666,539 (62,028) 615,963 615,963 828,159 212,196 

EXPENDITURES 
General government 7,195,992 8,159,922 6,776,680 1,383,242 
Public safety 908,528 891,728 874,646 17,082 
Public works 3,245,133 3,717,292 3,607,850 109,442 
Culture 214,258 209,476 202,372 7,104 
Health and welfare 327,340 398,741 244,130 154,611 
Recreation 837,316 923,822 883,610 40,212 
Debt service: 

Principal 327,747 327,747 505,360 {1 77,613) 
Interest 288,216 288,216 309,785 -- (21.569) 

Total expenditures 12,728,567 14,300,981 12,589,288 1,711,693 615,963 615,963 815,145 __ (199,182) 

OTHER FINANCING SOURCES 

Reprogramming funds 1,572,414 (1,572,414) -------
Total other financing sources 1,572,414 (1,572,414) 

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

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

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

1. ORGANIZATION 

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

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

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

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

Statement of Net Assets- The statement of net assets is designed to display the 
financial position of the Municipality, including capital assets and infrastructure. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

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

The following is a summary of the more significant policies. 

a. Reporting Entity 

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

GASB Statement No. 39 provided additional guidance to determine whether 
certain organization for which the primary government is not financially 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

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

b. Government-Wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net assets and 
the statement of changes in net assets) report information on all the activities of 
the Municipality. For the most part, the effect of interfund activity has been 
removed from these statements. Governmental activities are supported mainly by 
taxes and intergovernmental revenues. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
are those that are clearly identifiable with a specific function or segment Program 
revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead 
as general revenues. 

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

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

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

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

compensated absences and claims and judgments, are recorded only when 
payment is due. 

- 20-

ORTIZ , RIVERA, RI VERA & CO. 
CERTIFIED PUBLIC ACCOUNTANTS • VALUE ADDED SERVICES 

Suite 152, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

, ............. ~,... ..... ,..., .....-Hr- r-•a.• • •'"""'' a • S .... "' T.- ~ !'r-ll.a-rJI;""'''o ,,....,....... .. ~ ...,. ... . ,. Jr-....., \ 
l'; Ul t_, lU l r: r JNAI~!viJ·U. iA !:.. iYI !::i'\1 ! ~ p ... V l'JII!'\!U l:: U) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

The Municipality reports the following major governmental funds: 

• General Fund 

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

Housing and Urban Development Programs (HUD Programs) 

This fund account for revenue sources for the development of viable urban 
communities , decent housing, suitable living environment, rental assistance to 
help very low-income families afford decent, safe and sanitary housing by 
encouraging property owners to rehabilitate substandard housing and lease 
the units with rental subsidies to low-income family. 

• Debt Service Fund 

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

Private-section standards of accounting and financial reporting issued prior to 
December 1, 1989, generally are followed in the government-wide financial 
statements to the extent that those standards do not conflict with or contradict 
guidance of the Governmental Accounting Standards Board. 

As a general rule the effect of interfund activity has been eliminated from the 
government-wide financial statements. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

d. Cash and Cash with Fiscal Agent 

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

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

e. lnterfund Receivables and Payables 

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

f. Capital Assets 

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

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

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g. Reservation of Fund Balance 

Useful Life 

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

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

Encumbrances 

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

Debt Service 

Represents net assets available to finance future debt service payments. 

• Capital Projects Fund 

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

h. Risk Financing 

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

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year paid. Employees are 
entitled to payment of unused sick leave upon retirement if have been employed 
for at least 10 years in the municipal government. On July 1997, state Law 152 
supra amended the Article 12.016, Section b (2) of the Municipal Law, authorizing 
the Municipality to pay any excess of vacations and sick leave accumulated over 
the maximum previously permitted by law. Calculations must be made until 
December 31 of every year. Excess of sick leave must be paid until March 31 
next every natural year. Excess of vacations can be paid after July 1 of every 
fiscal year. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

j. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities, and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
expenditures/expenses during the reporting period. The most significant 
estimates consist of the contribution received from the Puerto Rico Electric Power 
Authority and the Municipal Revenue Collection Center caused by the delay of the 
notification of the actual revenues and expenditures to the presented in the 
financial statements of the agencies mentioned above. 

k. Future Adoption of Accounting Pronouncements 

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

Statement 
Number 

51 

53 

54 

Statement Name 

Accounting and Financial Reporting for 
Intangible Assets 

Accounting and Financial Reporting for 
Derivative Instruments 

Fund Balance Reporting and Governmental 
Fund Type Definitions 

Adoption 
Required in 
Fiscal Year 

2009-10 

2009-10 

2010-11 

The impact of these statements on the Municipality's financial statements has not 
yet been determined. 
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NOTES TO THE F:NANCIAL STATEMENTS {CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

a. Budgetary Control 

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

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

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

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

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

The annual .budget is presented in the Combined Statement of Revenues and 
Expenditures - Budget and Actual (Budgetary Basis) is the budget ordinance to 
June 30, 2009 representing the original budget. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

b. Budget/GAAP Reconciliation 

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

General Fund Debt Service 

Excess of revenues over 
expenditures-budgetary basis 

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

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

$ 77,251 

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

(1 ,265,000) 

819,356 
(369, 1 04) 

$ 13,014 

84,519 
(4,504) 

Excess (deficiency) of revenues over (under) 
expenditures - GAAP basis $ (1 ,880,454) =$===9=3==,0=29= 

c. Legal Compliance 

The legal level of budgetary control is at the individual department level for 
general fund expenditures, and principal and interest due for the debt service 
fund. 
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4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

The governmental fund balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
the government-wide statement of net assets. One element of that reconciliation 
explains that some iiabiiities, including bonds payable, are not due and payable in 
the current period and therefore are not reported in the funds. The details of the 
approximately $11 .2 million differences are as follows: 

Bonds payable 
Landfill obligation 
Compensated absences 
Note payable 
Accrued interest 
CRI M-LIMS 

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

5. DEPOSITS - CUSTODIAL CREDIT RISK 

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

416,545 
88 ,1 59 

$ 11,228,006 

Custod ial cred it 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 commercia l banks must be fully collateralized for the amount deposited 
in excess of federal depository insurance. All securities pledged as collateral are held 
by the Secretary of the Treasury of Puerto Rico. In addition, the Municipality 
maintains deposits with the Government Development Bank for Puerto Rico (GOB). 

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

The Municipality maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 
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up to $250,000.The excess is covered by collateral provided by banks and held by the 
Treasury Department of the Commonwealth of Puerto Rico pursuant to applicable 
laws and regulations. 

6. PROPERTY TAXES 

The Municipal Revenues Collection Centei (CRIM) of the Commonwealth of Puerto 
Rico is responsible by law for the assessment, levy and collection of all real and 
personal property taxes. The tax on personal property is self assessed by the 
taxpayer. The assessment is made in a return which must be filed with the CRIM by 
May 15 of each year. The tax on real property is assessed by the CRIM. The 
assessment is made as of January 1 of each year and is based on estimated current 
values of the property as of year 1957. The tax on personal property must be paid in 
full together with the return on or before May 15. The tax on real property is due in 
two equal installments in July 1 and January 1, following the assessment date. 

The rates are 8.58% for real property and 6.58% for personal property. The 
composition is as follows: 

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

Real Personal 

6.00% 
1.03%. 

1.75% 
(0.2%) 
8.58% 

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

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

The "Additional special property tax - municipal" is restricted for debt service and 
retained by GOB for such purposes and it is recorded as revenue in the Debt Service 
Fund when collected by the CRIM and reported to the Municipality. 

The "Additional special property tax- state" is collected by the CRIM for the payment 
of principal and interest of general obligation bonds and certain other obligations 
issued by the state government. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

Prior to the beginning of each fiscal year, the GRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CRIM advances funds to the Municipality based on the initial 
estimated collections. The GRIM is required by law to prepare a settlement statement 
on a fiscal year basis, whereby a comparison is made between the amounts 
advanced to the Municipality and amounts actually collected from taxpayers. Th is 
settlement has to be completed on a preliminary basis not later than three months 
after fiscal year-end, and a final settlement made not later than six months after a 
year end. If the CRI M remits to the Municipality property tax advances, which are less 
than the tax actually collected , a receivable from the GRIM is recorded at June 30. 
However, if advances exceed the amount actually collected by the GRIM, a payable to 
the CRIM is recorded at June 30. 

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

Based on the prel iminary settlement already received , for the year ended June 30, 
2009 , the amount collected from taxpayers and charges by GRIM received by the 
Municipality is less than amount advanced by GRIM for the same period by 
approximately $6,303. Such amount is presented as due to GRIM in the government 
wide f inancial statements. 
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7. MUNICIPAL LICENSE TAX 

Municipal License Tax receivables are recorded in the fiscal year in wh ich 
payment is due and, accordingly, represent taxes which are due and uncollected at 
June 30, 2009. The annual Municipal License Tax is determined based on the gross 
income of all commerce and industrial organizations who have operations in the 
Municipality of Maca, and are not totally or partiaiiy exempt under the Industrial 
Incentive Law of Puerto Rico . 

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

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

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

8. SALES AND USE TAXES 

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

Act 80 also provides for restrictions on the use of the resources (including the .5 of 
1.5% collected by the Commonwealth Government) to be invested in solid waste and 
recycling programs, capital improvements and health and public safety costs. Amount 
collected by the Commonwealth Government will be deposited in accounts or special 
funds in the Governmental Development Bank of Puerto Rico ("GOB"), subject to 
restrictions imposed and distributed as follows: 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

b. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance 
loans to municipalities subject to restrictions imposed by the Act and, 

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

9. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

Municipal Revenues Collection Center (General Fund) 
HUD-SBGP 

Total 

1 0" INTERFUND TRANSACTIONS 

a. Due From/To Other Funds: 

$ 90,176 
270,974 

$ 361 ,150 

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

Receivable Fund Payable Fund 

General 
General 

Other Governmental Funds 
HUD-SBGP 
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Amount 

$ 409,795 
147,578 

$ 557,373 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

b. lnterfund Transfers: 

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

Transfer In Transfer Out Amount 

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

$ 389,023 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend 
them, (2) move receipts restricted to debt service from the fund collection the 
receipts to the debt service fund as debt service payments become due, and (3) 
use unrestricted revenues collected in the general fund to finance various 
programs accounted for in other funds in accordance with budgetary 
authorizations. 
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11. CAPITAL ASSETS 

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

Primary Government 

Governmental Activities: 

Capital assets, not being depreciated: 

Land 

Construction in progress 

Total capital assets. not being depreciated 

Capital assets , being depreciated: 

Buildings and building improvements 

Furniture and fixtu re 

Vehicles and equipment 

!nfr3structure 

Total capital assets. being depreciated 

Lzss accumulated depreciation for: 

Buildir;gs and building improvements 

Furniture and fixture 

\_.ehicles and equipment 

Infrastructure 

Total accumulated depreciation 

Total capital assets. being depreciated. net 

Governmental activities capital assets, net $ 

$ 

Balance 

June 30, 2008 

2,575,456 

97,71 4 

2,673,170 

17,818,598 

905,182 

7,522,388 

7,946,548 

34,192.716 

3,964,256 

585,153 

4,765,304 

5,839,839 

15,154,552 

19,038,1 64 

21,711,334 $ 

Increases Decreases 

$ $ 

20,876 

125,509 

477,315 

1,344,612 

1,968,312 

407,408 

71 ,636 

624,698 

177,874 

1.281 ,616 

686,696 

686,696 $ 

$ 

$ 

Balance 

June 30, 2009 

2,575,456 

97.714 

2,673,1 70 

17,839,474 

1,030,691 

7,999,703 

9,291,160 

36,161,028 

4,371,664 

656,789 

5,390,002 

6,017,713 

16.436,168 

19,724,860 

22,398,030 

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

General government 
Public safety 
Recreation 
Publ ic works 

Total depreciation expense-governmental activities 
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$ 616,768 
79,631 
18,236 

566,98 1 

$ 1,281,616 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Capital asset activity for Moca Housing Project, a discretely presented component 
unit, for the year ended June 30, 2009 was as follows: 

Balance 
Com1;1onent Unit-Maca Housing Project June 30, 2008 Increases 

Capi tal assets, not being depreciated : 
Land $ 60,900 $ 

Total capital assets , not being depreciated 60,900 

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

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

Less accumulated depreciation 1,883,708 51,285 

Total accumulated depreciat ion 1,883,708 51 ,285 

Total capital assets, being depreciated, net 706,953 (48,445) 

Maca Housing Project capital assets, net $ 767,853 $ (48,445) 

DUE TO OTHER AGENCIES 

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

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

Total 
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Balance 
June 30, 2009 

$ 

$ 

60,900 

60 ,900 

68,916 
2,11 0,388 

353,11 0 
46,803 
14 ,284 

2,593, 501 

1,934,993 

1,934,993 

658,508 

719,408 

93,392 -
59,946 , · 
76,352 / 

1,776 4 
22,216K 

253,682 
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13. DEFERRED REVENUES 

a. Municipal License Tax 

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

b. Federal Government 

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

14. INTERGOVERNMENTAL REVENUES 

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

The general fund intergovernmental revenues are as follows: 

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

Total 
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$1 ,807,315 
198,510 

4,378,275 

$6,384,100 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

15. LONG-TERM DEBTS 

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

Bonds 

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

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

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

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

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

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

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

Total bonds payable 

- 37-

ORTIZ, RIVERA , RIVERA & CO. 
CERTIFIED PUBLIC ACCOUNTANTS • VALUE ADDED SERVICES 

Suiie 152, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 

$ 1,630,000 

370,000 

395,000 

245,000 

. 555,000 

405,000 

900,000 

4,500,000 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

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

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

Total notes payable 
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640,000 

790,000 

196,880 

1,811 ,880 
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Other Long-term Liabilities 

Note payable to CRIM (LIMS) - On June 27, 2001, the 
Municipality entered into a financing agreement with the CRIM in 
the amount of $286,847 for the payment of the Municipality's 
share of the cost of a management information system (LIMS) 
acquired by the CRIM for the management of taxpayer's 
properties located in Puerto Rico. The note is payable in . 
semiannual installments of $38,472, including interest of 5.95% 
and is due on November 28, 2011. Amount is financed with 
unrestricted funds through withholdings from the advances of 
property tax and amounts of municipal equalization fund sen to 
the Municipality by the Municipal Revenue Collection Center _$.:....___8_8..:., 159 

Total other long-term liabilities =$===8=8=, 159 

The annual debt service requirements for the bonds payable and note payable at 
June 30, 2009, are as follows: 

Bonds Note Pay_able 
Principal Interest Principal Interest 

2010 $ 225,000 $ 299,686 $ 288,560 $ 116,859 
2011 250,000 288,802 303,560 108,310 
2012 275,000 272,722 323,560 87,380 
2013 295,000 254,998 278,560 65,023 
2014 315,000 235,467 303,560 44,240 
2015-2019 1,425,000 842,710 202,800 54,594 
2020-2024 715,000 493,682 42,800 29,284 
2025-2029 670,000 257,852 42,800 15,974 
2030-2034 330,000 48,625 25,680 3,194 

$4,500,000 $ 2,994,544 $ 1,811,880 $ 524,858 

-39-

ORTIZ, RIVERA , RIVERA & CO . 
CERTIFIED PUBLIC ACCOUNTANTS • VALUE ADDED SERVICES 

Suite 152, PO Box 70250, San Juan , P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

l\ l r\Tt:~ Tn TU C C ii\.IAMf'i iU C:TATi:'ilifi:i\iTC:: / f'fiMTi i\.ii i i:i"\ \ 
~~ '\.,:11' 2 ;....""" I 'OwJI 13 iiJ... iii ;~; i.; ii""'IT""\'- """"I~J a...;a•l~l~ I'-' \ ~""'~11 I 21'11~:a....,_,j 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Component Unit 

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

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

Year Ended 
June 30, Amount 

2010 $ 74,150 
2011 81,007 
201 2 88,498 
2013 104,359 
2014 105,631 
Thereafter 392,133 

$ 845,778 

Landfill Obligations 

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

-40-

ORTIZ, RIVERA, RIVERA & CO . 
CERTI FIED PUBLIC ACCOUNTANTS • VA LUE AD DED SERV ICES 

Suite 152, PO Box 70250, San Ju an , P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



COMMON'J'JEAL TH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

.._.,.....,...,....:r"" .,-"" r• -•!= ~11.1 A.&.t ,....I.A. . ~'TAT::Ila!=t..I"TC'to /.f"' ~a.~T!I~~· !l~r'\\ 
l'! V l ~.,;:, IV n,._ r!l"i-\!'tv!i-\1... v! 1-"1.1 .... !!!! .... !~I;;;) \ vVi'l!! l!'i!UC!J) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

Beginning Ending Due withio 

Primary Government Balance Additions Payments Balance One Year 

Governmental Activities: 

Bonds payable $ 3,795,000 $ 915,000 $ 21 0,000 $ 4,500,000 $ 225,000 

Notes payable 1,185,441 890,000 263,561 1,811,880 288,560 

Total long-term debt 4,980,441 1,805,000 473,561 6,311,880 513,560 

Other long-term liabilities: 

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

GRIM- LIMS 119,960 31,801 88,159 33,720 

Compensated absences 1,950,203 13,781 1,936,422 

Total other liabilities, 
governmental activit ies 4,545,163 45,582 4,499,581 33,720 

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

Beginning Ending Due within 

Component Unit: Balance Additions Reductions Balance One Year 

Moca Housing Project 
mortgage payable $ 913,932 $ $ 68,154 $ 84G,778 $ 74,150 

16. RETIREMENT PLAN 

a. Plan Description 

The Employee's Retirement System of the Government of Puerto Rico and its 
Instrumentalities (ERS) is the administrator of a cost-sharing multiple-employer 
retirement system established by the Commonwealth of Puerto Rico. The System 
was created under the ACT 447, approved on May 15, 1951, as amended , and 
became effective on January 1, 1952. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

Members who have attained an age of at least fifty-five (55) years and have 
completed at least twenty-five (25) years of creditable service or members who 
have attained an age of at least fifty-eight (58) years and have completed at least 
fifty-eight (58) years and have completed at least ten (1 0) years of creditable 
service, are entitled to an annual benefit, payable monthly for life. 

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

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

occupational disability. However, for non-occupational disability a member must 
have at least ten (1 0) years of service. 

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

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951, which 
created ERS , was enacted with the purpose of establishing a new pension 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

program (System 2000). Employees participating in the current system as of 
December 31 , 1999, may elect to stay in the defined benefit plan or transfer to the 
new program. Persons joining the Municipality on or after January 2000, will only 
be allowed to become members of System 2000. System 2000 will reduce the 
retirement age from 65 years to 60 for those employees who joined the current 
plan on or after April 1, 1990. 

System 2000 is a hybrid defined contribution plan, also known as a cash balance 
plan. Under this new plan, there will be a pool of pension assets, which will be 
invested byERS, together with those of the current defined benefit plan. Benefits 
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico. 
The annuity will be based on a formula which assumes that each year the 
employee's contribution (with a minimum of 8.275% of the employee's salary upon 
to a maximum of 10%) will be invested in an account which will be either: ( 1) earn 
a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn 
rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees), or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
plans showing their accrued balances. Disability pensions will not be granted 
under System 2000. The employer's contribution (9.275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

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

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

17. RISK MANAGEMENT 

The Risk Management Division of the Municipality's Legal Department is responsible 
of assuring that the Municipality's property is properly insured. Annually, the Risk 
Management Division compiles the information of all property owned and its 
respective market value. After evaluating this information, the Risk Management 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico 
who is responsible for purchasing all property and casualty insurance policies of all 
municipalities. 

18. LEASES 

Operating Leases 

Leasing Arrangement with the Municipality as Lessor: 

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

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

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

Leasing arrangements with the Municipality as lessee: 

The Municipality is obligated under noncancellable operational leases, with periods 
not longer than one year. 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

19. LANDFILL CLOSURE AND POSTCLOSURE COSTS 

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

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

20. CONTINGENCIES 

a. The Municipality receives Federal Grants for specific purposes that are subject to 
review and audit by the 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. 

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

21. COMMITMENTS 

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

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Federal Grantor/Program Title 

U.S. Department of Housing and Urban 
Development {HUD) 
Direct Program : 
Section 8 Vouchers Program 
Pass-through State -Commonwealth of Puerto 
Rico/Commissions Office of Municipal Affairs -
Community Development Block Grant- States 
Program SBGP 

Subtotal U.S. Department of HUD 

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

Special Programs for the Aging -Title Ill , Part 8 
Grants for Supportive Services and Senior Centers 

Sr· :=cial Programs for the Aging Title Ill, PartE, 
National Family Caregivers Support 

Subtotal U.S. Department of HHS 

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

State Domestic Preparedness Equipment Support 
Program 

Subtotal U.S. Department of DHS 

TOTAL 
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14.228 
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$ 

Federal 
Disbursements/ 

Expenditures 

$ 271 ,814 

780,234 
1,052,048 

27,322 

10,043 
37,365 

134,120 
134,1 20 

1,223,533 
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NOTES TO SCHEDULE OF EXPENDlTURES OF FEDERAL A\11.fARDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

1. SIGNIFICANT ACCOUNTING POLICIES 

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

2. BASIS OF PRESENTATION 

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

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

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

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

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Maca 
Maca, Puerto Rico 

We have audited the f inancial statements of the governmental activities, each major fund 
and the aggregate remaining fund information of the Municipality of Maca, as of and for the 
year ended June 30, 2009, which collectively comprise the Municipality's basic financial 
statements and have issued our report thereon dated November 24, 2009. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of 
Arne rica and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

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

A deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect misstatements on a timely basis. A material weakness is a 
control deficiency, or combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatements of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis. 
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described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control over financial reporting that might be deficiencies, significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal control 
over financial reporting that we consider to be material weaknesses, as defined above. 

Compliance and Other Matters 

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

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

This report is intended solely for the information and use of the audit committee, 
Commissioner Office of Municipal Affairs, management and the federal awarding agencies 
and pass-through entities and is not intended to be and should not be used by anyone 
other than these specified parties. 

San Juan, Puerto Rico 
November 24, 2009 
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INDEPE.NDENT AUDITORS' REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 

AND ON INTERNAL CONTROL OVER COMPLIANCE 
IN ACCORDANCE W!TH OMS CIRCULAR A~133 

To the Honorable Mayor 
and Municipal Legislature 

Municipality of Maca 
Maca, Puerto Rico 

Compl iance 

'We have audited the compliance of Municipality of Maca with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs for 
the year ended June 30, 2009. Municipality of Maca' major federal programs are identified 
in the summary of auditor's results section of the accompanying schedule of findings and 
questioned costs. Compliance with the requirements of laws, regulations, contracts and 
grants appl icable to each of its major federal programs is the responsibility of Municipality 
of Maca ' management. Our responsibility is to express and opinion on Municipality of 
Maca ' 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 
conta ined in Government Auditing Standards, issued by the Comptroller General of the 
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and 
perform the aud it 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 Maca' compliance with those requirements and performing 
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determination on Municipality of Moca compliance with those requirements. 

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

Internal Control over Compliance 

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

A control deficiency in an entity's internal control over compliance exists when the design 
or operation of a control does not allow management or employees, in the normal course 
of performing their assigned functions, to prevent or detect noncompliance with a type of 
compliance requirement of a federal program on a timely basis. A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity's 
abi lity to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more 
than inconsequential will not be prevented or detected by the entity's internal control. 

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

Our consideration of internal control over compliance was for the limited purpose described 
in the first paragraph of this section and would not necessarily identify all deficiencies in 
internal control that might be significant deficiencies or material weaknesses. We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. 
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these specified parties. 

San Juan, Puerto Rico 
November 24, 2009 
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COMMONWEALTH OF PUERTO RICO 
MUN!C!PAL!TY OF MOCA 

SCHEDULE OF FiNDiNGS AND QUESTiONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

1. SUMMARY OF AUDIT RESULTS 

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

b. There were no significant deficiencies on internal control. 

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

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

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

f. Audit findings relative to the major federal award programs for the Municipa lity of 
Maca are reported in number 3 of this schedule. · 

g. The programs tested as major programs included: 

SBGP - CFDA No. 14.228 

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

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

2. FINDINGS- FINANCIAL STATEMENTS AUDIT 

None 

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

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRiOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

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

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

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

accompanying Schedule of Prior Year Audits Findings and Questioned Costs. 

- 54-

ORTIZ, RI VERA, RI VERA & CO . 
CERTIFIED PUBLIC ACCOUNTANTS • VALUE ADDED SERV ICES 

Suite 152, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



COMMONWEALTH OF PUERTO R!CO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS (CONTIN.UED) 

FOR THE FISCAL YEAR ENDED JUNE 30, 2009 

Program 

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

Finding/Noncompliance 

Condition 08-01 

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

No. 14.228 

·Condition was 
corrected . 
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INDEPENDENT AUDITORS' REPORT 

To the l::ionorable Mayor and 
Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

Members: 
Ameri can Inst itute of Certified 
Public Accountants (A I CPA) 

Puerto Rico Board of Certified 
Public Accountants 

We have audited the accompanying financial statements of the governmental activities, 
each major fund and the aggregate remaining fund information of the Municipality of 
Moca, as of and for the year ended June 30, 2010, which collectively comprise the 
Municipality's basic financial statements, as listed in the table of contents. These financial 
statements are the responsibility of the Municipality's management. Our responsibility is to 
express opinions on these financial statements based on our audit. We did not audit the 
financial statements of Maca Housing Project, as of June 30, 2010. Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, 
and our opinion , insofar as it relates to the amounts included for Moca Housing Project, is 
based on the report of the other auditors. 

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

Based on our audit and the report of other auditors , the financial statements referred to 
above present fairly , in all material respects, the respective financial position of the 
governmental activities, discretely presented component unit, each major fund and the 
aggregate remaining fund information of the Municipality of Moca as of June 30, 2010 
and the respective changes in financial position. 

In accordance with Government Auditing Standards, we have also issued a report dated 
December 21 , 2010 on our consideration of the Municipality's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations , 
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contracts, grants, agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 3 through 8 be presented to supplement 
the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board, who considers 
it to be an essential 'part of financial reporting for placing the basic finan'cial statements in 
an appropriate operational, economic, or historical context. We have applied certain 
limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries 
of management about the methods of preparing the information and comparing the 
information for consistency with management's responses to our inquiries, the basic 
financial statements, and other knowledge we obtain during our audit of the basic financial 
statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Municipality of Maca's financial statements as a whole. The 
accompanying schedule of expenditures of federal awards is presented for purposes of 
additional analysis as required by U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and is also not a 
required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the financial statements. The information has been 
subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the financial statements or 
to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America . In our opinion, the 
information is fairly stated, in all material respects, in relation to the financial statements as 
a whole. 

San Juan, Puerto Rico 
December 21, 2010 
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Tstado Libre Y!sociado 'lJe Puerto 2{ico 
MUNICIPIO DE MOCA 

Moca, Puerto 2{ico 

MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

'}v[~magement vf tfie :il.-{unicipalit!J vf 'Jv(vca (tlie ":Municipali't!J '') pravit!es tliis :i'vDznagement's 'Discussion rznd" 

:-1rwf!Jsis of tlie :i'vliwicipaf£t!J'S basic financia[ statements as an vverview r.md.ana[ysis of tfie Ji'nancia[activiti.es vj 

the :.,.vfimicipaLity for the fisca[ !fear endea _7une 30, 2010. •We encourage rea tiers to consitfer the infonnation 

presented"fiere in conjunction with. tlie adaitiona[ infonnation t!iat we have fumislierf in tfie accompan!Jin.g basic 
ji"llancia[ statements. 

USING THIS ANNUAL REPORT 

•fliis annual report consists of a series of new finaruia[ statements witli a cfuznge in tlie focus from previous 

jlruzncia[ statements. •Ifze new focus is on 6oth. tlie ~i'v(unicipa!it!) as a wlio[e (govemment-'lUitfe) ana tfie major 

ind'ividiJa!jimds. 'Botft perspectives (govemment-witfe ana f!wjor fund) a[[mu tlie user to aaaress re!evant questions, 

broaden ll basis fo r comparison (!fear to !Jear or government to govemmen~ ana enftance tfie ')v[/micipafity 's 

accou.ntab iLLtJ. 

FINANCIAL HIGHLIGHTS 

• 'lFr.e :!Vlunicipali't!) net assets increased' b!J $ 668S4S. 

• In tlie jund"ji'nancia[ statements, genera!juna Ga[ances increased b!J $310,02,~. 

• Capita[ e;rpe;;Ji'tures amounted" to$ 3S67,401 . 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

'!Tie govemment-wiae ji'nancia[ statements are tfesignetf to provid'e read'ers witli a Groad overview of tlie 

:vtimicipalit!J 'S opera tion,s andjinance as a zuft.o[e in a manner simi!ar to private-sector Gusiness. 'Ifiese statements 

provide sliort-term and [ong-tenn infonnation a6out tlie Municipa!ity's Ji'naruia[ position, which. assist tfie 

:o/{unidpa!it!J'S nuznagement to determine the economic condttion at tft.e end· of tfte fisca[ !/ear. 'Ifiese )Lnancia[ 

statements are prepared using the Jfmu of ecvrwmic resources measurement focus and tfte accma[ basis of 

accounting. •Ifzis 6asica![y means tfzat tfiese financia[ statements fv!fow metlivas tfiat are similar to tfzose used'6y 

most businesses. 'The!J tal(e into account a![ revenues and evenses connected zuith. th.e fisca[ !/ear ended)une 30, 

2010 even if casli invo[ved fzave n.ot been received. or paid: 'llie government-wide )Lnancia[statements indude: (1} 

tJie statements of net assets and (2} tlie statement of activities. 
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Statement of 9/!t Jlssets 

'The statement of net assets presents a[[ of tlie ~"'lv(unicipaLLt!f 'S assets and f£abifities, ziJitfi the aijjerence between 

these two items reported as "net assets" (equit!J)- Over time, increases or decreases in tlie net assets ma!J ser7Je tiS a 

usefu! imficator of whether the Ji'tuzncia[ position of tlie 'JY[unicipa[it!J is either improving or deteriorating. 

Statement of ktivities 

•JJie statement of activities presents injomuztion sfiowing fiow tfze :Jvfimicipafity's net assets cfuznged· during tfie 

fisc a[ !lear endedjune 30, 2010. ~[[changes in net assets are reported as soon as the zmderfJing er/ent giving n'se to 

the-change ocwrs, regardfess of the timing of re[atetl cash )lows. 'IIi;IS, revenues and· e;r:penses 12re reportetf in tfu's 

statement for some items that wi[[ not resu[t in cash jfows unti[ future fisca[ periods (sudi as unco[[ected ta;ces ana 

earned but unused' vacation [eave). 'Tfiis statement afso presents a compan'son between d'irect e;rpenses tmd-progmm 

rez,•enues for each junction of the 'JY[unicipal'ity. 

'i3oth of the abovementioned' jinancia[ statements present a[[ the govemmenta[ activities of the 'JY[unicipa!ity, which 

corzsist mostl!fb!f ta;ces ana intergovernmentaL' revenues (such 1ZS fed'era[ grants). ~Mos t ser7Jices provided- O!J the 

:"M_unicipa!ity fa{{ intO this categO'!J1 inc{utfing cu{ture and ediLCation, genera{goVentment, hea{th ana sanitation, 

puMic safet!J, pub fie fimLSing ana we!fare, etc. 

:fund :Financia{ Statements 

•IJ1e '.fund :Jinancia! Statements proviae aetaifed' information aGout the ~unicipafity 's most significant funds, not 
tlie '}vfimicipafity 1ZS a who!e. 'Ifie :Jv(unicipa!it!f fzas on!y one !(ina of Jurui wfzich is tfie govemmenta[ funcf. 

(jovemmenta[ Jimrfs are used' to account for essentia[!y tfie same jimctions reported' tiS govemmenta[ activities in 
the (jovemment •Wide '.financia[ Statements. J{owever, unfif(e tfze (jovemment 'Wid'e '.financia[ Statements, 

~ (jovemment '.funa :Jinancia[ Statements focziS on near term inflows and outj!ows of spettdizMe resources, as we[[ as 
'on 6a[ances of-·pendaMe resources avaifizMe at tlie end' of tfie )ism[ !lear. Such infomzation is usejit! in eva[uating 

the ~imicipa!it!J'S near term ji'naruia[ requirements. 

'Beca tLSe the focus of govemmenta[ fund's is narrower tfi1m that of the gvvemment wiae financia[ statements, it is 

useju[ to compare tlie information presented' for goverrunenta[ Jimrfs 7Uitfi. simi[ar information presented' for 

govemmenta[ activities in tfie government wid'e firuzncia[ statements. 'i3!f d'oing so, users of the basic firuzncia[ 
statements ma!J Getter understand' the [ong-term impact of tfie '.Mimicipafity's near tenn financia[decisions. •Bvtfi af 
the (jovemmenta[ '.fund' 'iJa[ance Sheet and' the (jovemmenta[ '.fund Statement of 'R!venues, 'Erpendltures ana 

c__1ianges in '.f und''iJa[ances provide a reconcifi'ation to facifttate this compan'son 6etweengovemmenta[junls and' 

govemmenta[ activities. 
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FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

1{ft 5tssets 

:ls noted carficr, !let assets ma!J serJe aver time as a us~ful indicator of tfie 'Jv(unicipalit!J 'S jinancia[ position. In 

tlie case vj tlie ~o/limicipality, assets e;rceedd fiabt'Li'ties b!J $ 16,923,093 tzt _7une 30, 2010. 

Municipality of lVloca 
Condensed Statement of Net Assets 

June J(l, 201Cl and 20()9 

2010 2()()1) 

C urrent assets $ 7.523.174 $ 7.643.513 
Capital asse ts 24.635 ,758 22.3lJ8.030 

Total assets 32, I 58.932 30,041 .543 

Cu rrent liabilities 3.272,870 3.522,8 14 
Noncurrent I iabil ities 11.962,969 I 0,264, I X I 

Total liabilities I 5.235.839 13 ,786.995 

In vested in capital assets , net of related debt 18,340,758 17 .898.030 
Restricted 4.232 .730 3,233,023 
Unrest ricted (5.650.395) ( 4.876.505 ) 

Total net assets $ 16.923.093 $ 16,254,548 

Jls previvusf!J discussed, b!J J izr tfte largest portion of the 'Jv{unicipafity 's net assets rejfect its investment in capita[ 

assets (eg., ftmr!, GuiMings, machinery, equipment and a[[ vtlier property), [ess any re!ated'cfebt used' tv acquire those 

assets that is sttH outstanding. 'I7ie 'Jv(unicipafity uses tliese capita[ assets tv provid"e services to citizens; 

cvnsequent f!J, these assets are not avai!a6!efor future spending. ""171e jof[muing is a cvncfensecf presenta tion of tfte 

!Jvlimicipali t!J 'S ji"nancia[ position tllld resuLts of vpemtions, tiS reported· in the govemment-zuide jinancia[ 

staternents: 

Cfianges in 1{ft 5tssets 

•Jlie •)v(unicipa fity 's net assets increase lEy $668S45. Jl.ppro;tjmate[y 46 percent of t/ie 'lvlimicipafity's tota[ revenue 

came from g rants and cvntributivrzs, incfi.J.d!ng fed"era[air!, while 24 percent resuLtedjrom ta;r_es. 'Ifie '.Mimicipafity's 

e:r:penses cover tZ range ojservices. •Ifie !t.zrgest e;r:penses were j(Jr genera[ government and puMic wor~. 
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i\'lunicipality of Moca 

Condensed Statement of Activities 

.June 30,2010 and 2009 

Program revenues 

Charges for services 

Licenses and Permits 

Operating grants and contributions 

Capital grants and contributions 

General revenues 

Property taxes 

Municipal license tax 

Grants and contributions not restricted to specific 
programs 

Interest, fines and penalties 

Miscellaneous 

Total revenues 

Expenses 

General government 

Pub! ic safe ty 

Public works 

Culture 

Recreation 
·r 
Health and welfare 

Interest on long-term debt 

Total expenses 

Change in net assets 

Net assets, beg inning of year 

Net assets, end of year 

2010 

$3,582,255 

1,0 11 ,347 

2,911,677 

I ,030,927 

7,605,003 

47,244 

419,039 

16,607,492 

$ 8,304,864 

I ,036,662 

4,037,845 

209,361 

' 
772,867 

864,763 

712,585 

15 ,938,947 

668,545 

16,254,548 

$ 16,923,093 
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2009 

$3,7 18,796 

I ,475,461 

2.682,964 

842,879 

9,542,309 

86,603 

163 ,697 

.18 ,5 12,709 

$ 7,519,795 

I ,081,455 

7,987,430 

216,840 

917,720 

526,731 

193 ,676 

18,443,647 

69,062 

16, 185.486 

$ 16,254,548 



FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

./ls noted earlier, tfr.e 'Jv{unicipafity uses Jimtf accounting to ensure and"lemonstrate compfiance uJith jinance-refated" 

!ega[ requirements. 

(jovemmenta{ !funds 

'Il1e focus of the ']v{unicipafity's gcrJemmenta[ funds is to provide infonnation on near-term inf!ows, outf!ows, ana 

Gafances ofspentfaG!e resources. Such information is useju[ in assessing tfr.e ']v{unicipa!£ty's financing requirements. 

In particufizr, unreserved fundi;afimce may serve as a us~fu[ measure of a government's net resources avaifaMe for 

spending at tfte ena of tfr.e Ji~>ca[ year. 

;Lis of tfr.e end of tfr.e current fisca[ year, tfze 9v(unicipafitJ's govemmenta[ funds reported combined endi·ng funa 

6afances ~/$ 5,338,801, an increase of$ 254,277 in companson ruith tfze pn·or !lear. •Ifzere are reservations offuna 
baLimce. 'Iliis is the funtf 6afimce tfzat is not avaifiz6fe for neru spending because it lias afreaay been committed to 

pa!J tfe6t service($ 1,045,678). 

'!fie genera[ fun a is iru[utfetf within tfze govemmenta[ funds; it is tfr.e operating Jima of tfr.e ':Mimicipafit!J. Jls of 

June 30, 2010, tlie genera[ Jima has a supemvit of $3 79,464. 11ie superavit increasel6y $310,028 au ring fisc a[ 
!JCilr entfetf June 30, 2010. 

9{s;tes to tfie '.Fino.ncia{ Statements 

%e Gasic financia£ statements a!so induae notes to e;rpfain information in tfze financia[ statements ana provide 
more tfetai!etf tfata. 

2(tquirea Suppfementary Infonnation 

-:, 

·nie statements are fo!fowetf 6y the required silppfementary information tliat contains tfze 6wfgetary comparison 
scfzedu[e for tfie (jenera[ and 'fJeGt Service :fumfs. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita{ Jtssets 

•nie 'Jv{unicipa!ity 's investment in capita[ assets as oj_7une 30, 2010, amounts to $42.4 mif!ion, net ofaccumu!ated 

leprecia tion of $17.8 mdhon, [eaving a net 6oof.:.vaLite of $24.6 mi[!ion. 'This investment in capita[ assets inc!tu{es 

fane£ bui[d!ngs, improvements, equipment construction in progress. 

•Ifie tota[ net increase in the 'M·unicipafitJ 's investment in capita[ assets for the current fisca[ !lear was about 10% 

in tenns of net boo!( va[ue. Y1ctua[ e;rpenditures to purchase or construct capita[ assets were $3.6 mi[[ion for tfr.e 

year. 'lJepreciat-ion charges for the year tota[ei$1.3 mzlfion. 
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'flze ~?v(unicipa!ityfinances a significant portion of its constmction activities tfirougfi bt~mf issuances. •nie proceeds 

from bona issuances aesignatedfor constmction activities are committea in its entirety for sucfi purposes ana 

cannot be useJfor any otfzer purposes. _% vj_7une 30, 2010 the :Jvtimicipali"ty has $1,715,664 of une.rpendea 

proceedS from bona issuances that are committed" to future con.stmction activities. 

Long-7'erm 'De6t 

Y1t year-end; tfze ?v{unicipaLLty haJ $12,_'187,286 in genera[ ana specia[ 6onds ana notes ana other [ong tenn rfe6ts. 

Sucfi amount represents an increase of 16 percent with respect to pn·or year. •f11e following is a summary of the 

~?vtiwipaflty 's outstanding ae6t tlS of_7une 30,2010 ana2009: 

Municipality of Moca 

Outstanding Long-term Debt 

.June 30, 2010 and 2009 

20 10 2009 

General and special obligations $ 7,818,320 $ 6,3 11,880 

Other long term debts: 

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

CRfM-LIMS 54,438 88,159 

Compensated absences 2.239,528 I ,936,422 

Total $ 12,587,286 $ 10,8 11,461 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

•!he :1y{unicipafity 's se!ec tea and appoin teJojji"cia!s cvnsilerea many factors wfzen setting tlie fiscaljear 2010-2011 

6utfget. One of t!1ese factors is the economy. Yl.mong economic areas considered are the popufation growth 
estimates, persona[ income, housing statistics ana unempfoyment rates. 

•Die '}.;{unicipafity appfiecfan ~~qgressive approach in Jevefopment 6Utfget estimates. ·nie 'Miwicipallty estimates 
tfrat the amounts avaifa6re for appropn.ations in tfie (jenera[ 'fund for tfie fisc a[ year 2011 zui[[ 6e $133, a increase 

of approxjma tefy 8% with respect to pn·vr year Ji"na[ 6udget. 

FINANCIAL CONTACT 

•Jtze '}.;{unicipafity's jlnancia[ statements are rfesignea to present users (citizens, ta:(payers, customers, investors and. 

credi"tors) With a genera{ OVervieW of the 'M.imicipafity's finances ana to demonstrate the !Jvfimicipafit!/S 

accounta6ifity. If you have questions about tfze report or neeJ adaition11f financia[ information, contact tfie 

:'v(unicipafity 's Cfiief 'financia[ Ofjker on the second jfvor of tlie 'Fawn J{;zl~ 'M~Jca, Puerto '1\jco 00676. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF NET ASSETS 
JUNE 30, 2010 

Governmental 
Assets Activities 

Cash (Notes 2 and 5) $ 3,563,032 
Cash with fiscal agent (Notes 2 and 5) 3,518 ,762 

' Accounts receivable: 
Municipal licenses taxes 10,274 
Landfill 232,992 

Due from other agencies (Note 9) 149,441 
Other assets 
Restricted funds 48,673 
Capital assets , net (Note 11) 24,635,758 

Total assets $ 32,158,932 

Liabilities and Net Assets 

Liabilities 
Accounts payable and accrued liabilities $ 692,998 
Due to other agencies (Note 12) 154,048 
General obligations: 

Bonds 385,000 
Interest 87,052 

Deferred revenues: 
Municipal license tax (Note 13) 837,948 
Federal government (Note 13) 27,327 

Noncurrent liabilities: (Note 15) 

Due within one year 624,317 
Due in more than one year 11 ,962,969 

Accrued in terest 464,180 
Total liabilities 15,235,839 

Net Assets 
Investment in capital assets, net of related debt 18,340,758 
Restricted for: 

Debt service 1,045,678 
Capital projects 3,187,052 

Unrestricted (5,650,395) 
Total net assets 16,923,093 

Total liabilities and net assets $ 32,158,932 

Moca Housing 
Project 

$ 68,087 

16,980 
230,950 
660,870 

$ 976,887 

$ 171,494 

81 ,639 
689,591 

942,724 

34,163 
34,163 

$ 976,887 

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

Primary Government: 

General government 

Public safety 

Public works 

Culture 

Recreation 

Health and welfare 

Interest on long-term debt 
Total primary government 

Component Unit: 
Moca Housing Project 

Total component unit 

,.,) 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

Pro2ram Revenues 
Operating 

Charges for Grants and 

Expenses Services Contribu t ions 

$ 8,304 ,864 $ 2,223,366 $ 

1,036,662 

4,037,845 1,011 ,347 

209,36 1 

772 ,867 

864,763 

7 12,585 
$ 15,938 ,947 $ 2,223,366 $ 1,0 11 ,347 

440,986 480,747 
$ 440,986 $ 480,747 $ 

General reve nues: 
Property taxes (Note 6) 

Municipal license tax (Note 7) 

Sales and uses tax (Note 8) 

Grants and contributions not restricted to specific programs 

Interest and investment earnings 

Misce llaneous 

Total general revenues 

Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

Net (Expense) Revenue and 

Chan~es in Net Assets 

Primary Component 

Government Unit 

Governmental Moca Housing 

Activities Project -

$ (6,08 1 ,498) $ 

( 1 ,036,662) 

(3 ,026,498) 

(209 ,36 1) 

(772,867) 

(864,763) 

(7 12,585) 
$ ( 12,704,234) 

39 ,76 1 
39,761 

2 ,9 11 ,677 

1,030,927 

1,358 ,889 

7,605,003 

47,244 

4 19 ,039 

13,372,779 

668,545 39,761 

16,254 ,548 (5 ,598) 

$ 16,923,093 $ 34, 163 

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

Cash (Notes 2 and 5) 
Cash with fiscal agent (Notes 2 and 5) 

Cash restricted 
Accounts receivable: 

Municipal license taxes (Note 7) 
Landfill 

Due from agencies (Note 9) 
Due from other funds (Note 1 0) 

Total assets 

$ 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNM ENTAL FUNDS 
JUNE 30, 2010 

... ) 

Housing and 
Urban 

Development State Loan 
General Programs Assigments $2,045,000 

570,266 $ 258,158 $ 1,895 ,494 $ 
1,387,301 

48,673 

10,274 
232,992 

34,017 
660, 132 

$ 1,507,681 $ 306, 831 $ 1,895,494 $ 1,387,301 

,.) 

Other 

Debt Governmental 

Service Funds 

$ $ 839, 114 

1,504,967 626,494 

12,763 102,661 
38 

$ 1,517,730 $ 1,568,307 

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

Funds 

$ 3,563,032 
3,518,762 

48,673 

10,274 
232,992 
149,441 

660,170 

s 8,183,344 
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Liabilities and Fund Balance 

Liabilities 
Accounts payable and accrued 

liabil ities 
Due to other agencies (Note 12) 
Due to other funds (Note 1 0) 

General obligations: 
Bonds 
Interest 

Deferred revenues (Note 13): 

Municipal license tax 
Federal government 

Total liabilit ies 

Fund Balances 

Reserved for: 
Encumbrances 
Debt service 

Capital project 
Unreserved fund balance (Deficit) 

Total fund balance 

Total liabilit ies and fund balance 

s 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2010 

Housing and 

Urban 
Development State Loan 

General Programs Assigments s 2,045 ,000 

163,672 s 72,649 $ 82,136 $ 

126,559 27,489 

38 304,744 13,607 .. , 

837,948 
27,327 

1,128,217 432 ,209 95 ,743 

260,806 

118,658 (125,378) 1 ,799,751 1,387 ,301 
379,464 (125,378) 1,799,751 1.387,301 

s 1.507 ,681 s 306,831 $ 1,895,494 $ 1,387,301 

Other 

Debt Governmental 

Service Funds 

$ $ 374 ,541 

341,781 

385 ,000 
87,052 

472,052 716,322 

1,045,678 

851 ,985 
1.045,678 85 1,985 

$ 1,517,730 $ 1,568 ,307 

The accompanying notes are an integral part of these basic financial statements. 
- 12-

Total 
Governmental 

Funds 

$ 692,998 
154 ,048 
660,170 

385 ,000 
87,052 

837 ,948 
27,327 

2,844,543 

260,806 
1,045,678 

4,032,317 
5,338,801 

$ 8,183,344 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

JUNE 30, 2010 

Total fund balances - governmental funds 

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

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

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

Net assets of governmental activities 

$ 5,338,801 

24,635,758 

(13,051 ,466) 

$ 16,923,093 

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

- 13-

0RTIZ, RIVERA , RIVERA & CO. 
CERTIFIED PUBLIC ACCOUNTANTS • VALUE ADDED SERV ICES 

Suite i 52, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



en 
= 
" u; 
.!'-' 
-o 
0 
o:l 
;: 
-.1 n 0 0 rn 
N ~ ::::0 "' 0 

:!! >--3 -en rn ......... 
"' 0 N "' ., 
" 

c -
"' ? r ::::0 n ......... -o > < :;o n 

0 n tn 0 0 
'-0 c ::::0 ...... z 
0. --< ):> .:.., > 
N z -
"' ~ 0 ::::0 . ......... -o < < :::>"" > 
0 r 
~ c tn rn 

':::J > ::::0 
00 0 

):> _, 0 
~ rn _, 0 

~ "' "' ~ rn 
Oo "' n "' < 
'"' n 0 ·""' [;l 
"T] 

"' " ':::J 
00 

.:::J 
N _, ..,. 
6 
"' o-
N 

.. ) 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES-GOVERNMENTAL (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30 , 2010 

Housing and 
Urban Other 

Development State Loan Debt Go vernmental 

General Programs Ass igments s 2,045,000 SeN ic e Funds 

REVENUES 
Property taxes (Note 6) $2,144,700 $ $ $ s 766 .977 $ 

Municipal license taxes (Note 7) 1,030,927 

Sales and uses tax (N ote 8) 550,000 365. 181 443,708 

Licenses and permits 196,772 

Charges for service and rents 2,026 ,594 
Intergovernmental revenues (Note 14): 

Federal grants and contributions 698.319 313.028 

State contributions 6.459,701 33,202 1,1 12, 100 

Interest. fines . and penalties 45.827 1.225 192 

Other revenues 365.806 31.398 21,835 

Total revenues 12,820,327 729,717 33.202 1,133.383 1.890.863 

EXPENDITURES 
General government 6,996.020 8.899 45 1.438 

Public safety ··~ 876,881 77.164 

Public works 3,075,149 374,455 

Cultu re 209,361 

Recreation 744,703 
Health and welfare 128,596 708.698 27,469 
Capital outlays 329,673 639, 189 648,800 1,864,489 

Debt service: 
Principal reti rement 572,281 
Interest and other 394,712 270 .238 

Total expenditures 12,425,422 1.038.371 666.658 657,699 842 ,5 19 2,767.546 

Excess (deficiency) o f revenues over expenditures 394.905 (308 .654) (633.456) (657.699) 290,864 (876,683) 

OTHER FINANCING SOURCES (USES) 
Loan proceeds 2.045,000 
Transfers in 569 85,446 
Transfers out (85,446) (569) 

Total other financ1n9 sources (uses ) (84 .877) 2,045,000 84.877 

Excess (deficiency) of revenues and other financing sources 
over (under) expenditures and other uses 310 .028 (308.654) (633.456) 1,387,301 375. 741 (876,683) 

FUND BALAN CE AT BEGINNING OF YEAR 
AS RESTATED (No te 22) 69,436 183.276 2.433,207 669 .937 1.728. 668 - · 
FU ND BALANCE (DEFICIT) AT END OF YEAR $ 379,464 $ (125 ,378) $ 1.799 ,751 s 1.387.30 1 s 1,045,678 $ 851,985 

The accompanying notes are an integral pa rt of these basic financial statements . 
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Tota l 
Gove rnm ental 

Funds 

s 2,911 ,677 
1.030.927 
1,358,889 

196,772 
2.026,594 

1.011,347 
7.605.003 

47.244 
419 ,039 

16,607,492 

7,456 ,357 
954.045 

3.449 .604 

209.361 
744 ,703 
864,763 

3.482. 151 

572 .28 1 
664.950 

18.398,215 

(1.790.723) 

2,045.000 
86.015 

(86.015) 

2.045 .000 

254 ,277 

5.084 524 

$ 5,338,801 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

Net change in fund balances - total governmental funds 

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

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

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

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

resources . 

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

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

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

Accrued vacations and bonus 

Changes in net assets of governmental activities 

$ 254,277 

3,567,401 

(1 ,329,673) 

(2,045,000) 

572,281 

(47,635) 

(303, 1 06) 

$ 668,545 

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

STATEMENT OF REVENUES, EXPENDITURES, AND OTHER FI NANCING SOURCES - BUDGET AND ACTUAL- GENERAL AND DEBT SERVICE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30,2010 

q~'1Eil~! F ~£.1g .·. ;·.4 · . 

Variance w ith 
, .. "' · ···~ ·. 

.. , pj.!).t§@nll~ ''\mP . 
Var iance w ith 

Final Budget- Final Budget-
(/) Budgeted Amounts Posit ive Budgeted Amounts Positive 
"' ~-
v; 

~i na I Final Actual (Negative) Original Final Actua l (Negat ive) 

N - REVENUES -o 
0 Property taxes $ 2,210,010 $ 2,210,010 $ 2,210,010 $ $ 646,901 $ 646,901 $ 766,977 $ 120,076 
ro Municipal license taxes 1,000,000 1,000,000 1,001 ,799 1,799 :;; 
_, n 0 Licenses and permits 387,000 387,000 196,772 (190 ,228) 
0 en 
N ~ ::::0 Sales and use taxes 690,000 690,000 550,000 (140,000) 365, 181 365,181 '-" 
0 ~ - 'T> Charges for service and rents 1,968,989 1,968,989 2,108, 168 139,179 (/) "' >---< 
5 0 N Intergovernmental revenues : ., 
~ c - State contributions 5,824 ,555 5,824,555 4,598,369 ( 1 ,226, 1 86) 
"' "' ::::0 ? r 

Interest, fines , and penalties -o 
;=; ,__. 85,000 .. ) 85,000 45,827 (39,173) 1,225 1,225 

?"' 
,. < Other revenues 203,000 203,000 184,529 (18,471) n 

0 n t:n 0 0 Tota l revenues 12,368,554 12,368,554 10,895,474 (1,473,080) 646,901 646,901 1,133 ,183 486,482 
"" c ::::0 

.•. 
,_, z 
0. -! ;::t> .:_, > 
•v z - EXPENDITURES 
V o -! 
0 "' ::::0 General government 6,944,407 6,893,730 5,874,29 1 1,019,439 . >---< -o < Public safety 918,616 911 ,144 882,354 28,790 
[ 

)> < r 
c: t:n Public works 3,250,891 3,275,350 3,104,016 171,334 

" en 
-:::::; )> ::::0 Culture 235,809 223,242 209,8 14 13,428 
00 0 ;::t> _, 0 Health and welfare 266,328 275,40 1 135,515 139,886 - en _, 0 R;o Recreation '-" "' 752,503 789,687 764,851 24,836 0. en 
Co "' n Debt service: '-" < 
N ;=; 0 Principal ;"'-

~ 334,174 334,174 572 ,281 (238, 107) 
-n Interest "' 312,727 312,727 270,238 42,489 X 

-:::::; Tota l expenditures 12,368,554 12,368,554 10,970 ,84 1 1,397,713 646,90 1 646,901 842 ,519 (195 ,618) 00 

-:::! 
IV Excess (deficiency) of _, , 

expenditures over (under) 6 
'-" 
0. revenues $ $ $ (75 ,367) $ (75 ,367) ' $ $ $ 290,864 $ 290,864 lv 

The accompanying n._otes are an integral part of these basic financia l statements. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

1. ORGANIZATION 

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

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

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

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

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

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

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

The following is a summary of the more significant policies. 

a. Reporting Entity 

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

GASB Statement No. 39 provided additional guidance to determine whether 
certain organization for which the primary government is not financially 
accountable should be reported as components units, A legally separate, tax­
exempt organization should be discretely presented as a component unit if all of 
the following criteria are met: (a) the econom'ic resources received or held by the 
separate organization are entirely or almost entirely for the direct benefit of the 
primary government, its component units, or its constituents; (b) the primary 
government, or its component units, is entitled to, or has the ability to otherwise 
access, a majority of the economic resources received or held by the separate 
organization, and; (c) the economic resources received or held by an individual 
organization that the specific primary government, or its component units, is 
entitled to , or has the ability to otherwise access, are significant to the primary 
government. GAAP details two methods of presentation: blending the financial 
data of the component units' balances and transactions in a manner similar to the 
presentation of the Municipality's balances and transactions or discrete 
presentation of the component units' financial data in columns separate from the 
Municipality's balances and transactions. 

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

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

b. Government-Wide and Fund Financial Statements 

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
are those that are clearly identifiable with a specific function or segment. Program 
revenues include 1) charges to customers or applicants who purchase, use , or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and 
other iterns nut properly included among program revenues are reported instead 
as general revenues. 

The fund financial statements segregate transactions related to certain funct ions 
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. 

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

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

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

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

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

The Municipality reports the following major governmental funds: 

General Fund 

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

Housing and Urban Development Programs (HUD Programs) 

This fund account for revenue sources for the development of viable urban 
communities, decent housing, suitable living environment, rental assistance to 
help very low-income families afford decent, safe and sanitary housing by 
encouraging property owners to rehabilitate substandard housing and lease 
the units with rental subsidies to low-income family. 

State Assignment Fund 
--:; 

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

Loan Improvement 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 to account for the resources accumulated and payments 
made for principal and interest on long-term general obligation debt of 
governmental funds. 
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Private-section standards of accounting and financial reporting issued prior to 
December 1, 1989, generally are followed in the government-wide financ ial 
statements to the extent that those standards do not conflict with or contradict 
guidance of the Governmental Accounting Standards Board. As a general rule, the 
effect of interfund activity has been eliminated from the government-wide financial 
statements. 

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

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

d. Cash and Cash with Fiscal Agent 

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

"Puerto Rico (GOB). ., 

Cash with fiscal agent in the capital projects fund consists of unused proceeds 
from appropriations from the Legislature of Puerto Rico, 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 Municipality's debt service, as established by law. 

e. lnterfund Receivables and Payables 

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

f. Capital Assets 

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

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

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g. Reservation of Fund Balance 

Useful life 

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

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

Encumbrances 

Represent future expenditures under purchase orders, contracts and other 
commitments. These committed amounts generally will become liabilities in 
future periods as the goods or services are received. 

Debt Service 

Represents net assets available to finance future debt service payments. 
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Capital Projects Fund 

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

h. Risk Financing 

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

Cost of insurance allocated to the Municipality and deducted from the gross 
property tax collections by the Municipal Revenue Collection Center (the "CRIM") 
for the year ended June 30, 2010 amounted to approximately $224,466. The 
current insurance policies have not been cancelled or terminated. The CRIM also 
deducted by $279,836 for workers' compensation insurance covering all municipal 
employees. 

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year paid. Employees are 
entitled to payment of unused sick leave upon retirement if Rave 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 Municipal Law, authorizing 
the Municipality to pay any excess of vacations and sick leave accumulated over 
the maximum previously permitted by law. Calculations must be made until 
December 31 of every year. Excess of sick leave must be paid until March 31 
next every natural year. Excess of vacations can be paid after July 1 of every 
fiscal year. 

j. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities, and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and 
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expenditures/expenses during the reporting period. The most significant 
estimates consist of the contribution received from the Puerto Rico Electric Power 
Authority and the Municipal Revenue Collection Center caused by the delay of the 
notification of the actual revenues and expenditures to the presented in the 
financial statements of the agencies mentioned above . 
f 

k. Future Adoption of Accounting Pronouncements 

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

Statement 
Number 

54 

57 

59 

Statement Name 

Fund Balance Reporting and Governmental 
Fund Type Defin itions 

OPEB Measurements by Agent Employers and 
Agent Multiple - Employer Plans 

Financial Instrument Omnibus 

Adoption 
Required in 
Fiscal Year 

2010-11 

2011-12 

2010-11 

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

) ! 

3. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY 

a. Budgetary Control 

The Municipal ity 's annual budget is prepared on the budgetary basis of 
accounting , which is not in accordance with GAAP, and represents departmental 
appropriations recommended by the Mayor and approved by the Municipal 
Legislature prior to the beginning of the fiscal year. Amendments to the budget 
require the approval of the Municipal Legislature. Transfers of appropriations 
within the budget, known as Mayor's Resolutions, do not require the approval of 
the Municipal Legislature. 
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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 operations of the general and the debt service funds. The 
amounts budgeted under the Special Revenue Fund were excluded since they are 
received and expended over a period of time which generally exceeds the current 
year. 

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

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

The annual budget is presented in the Combined Statement of Revenues and 
Expenditures - Budget and Actual (Budgetary Basis) is the budget ordinance to 
June 30, 2010 representing the original budget. 1 

b. Budget/GAAP Reconciliation 

The following schedule presents comparisons of the legally adopted budget with 
actual data on a budget basis. Because accounting principles applied for 
purposes of developing data on a budget basis differ significantly from those used 
to present financial statements in conformity with GAAP, a reconciliation of entity 
and timing differences in the excess of revenues and other financing sources over 
expenditures and other financing uses for the year ended June 30, 2010 is 
presented below for the general and debt service funds: 
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General Fund Debt Service 

Excess (deficiencies) of revenues over (under) 
expenditures-budgetary basis $ (75,367) $ 290,864 

Entity differences: 
Non-budgeted expenditures 1,028,822 
Non-budgeted transfers in 569 "85,446 
Non-budgeted transfers out (85,446) (569) 

Timing differences: 
Current year encumbrances recorded as 
expenditures for budgetary basis 260,806 
Prior year encumbrances {819,356} 

Excess of revenues over 
expenditures - GAAP basis $ 310,028 $ 375,741 

Legal Compliance 

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

4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

The governmental fund balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
the government-wide statement of net assets. One element of that reconciliation 
explains that some liabilities, including bonds payable, are not due and payable in the 
current period and therefore are not reported in the funds. The details of the 
approximately $13 million differences are as follows: 
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Bonds payable 
Landfill obligation 
Compensated absences 
Note payable 
Accrued i~terest 
CRIM-LIMS 

$ 6,295,000 
2,475,000 
2,239,528 
1,523,320 

464,180 
54,438 

Net adjustment to reduce fuhd balance governmental funds 
to arrive at net assets of governmental activities $ 13,051 ,466 

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

The deposits at GOB of approximately $2,013,795 that are restricted principally for 
capital projects and general fund, and the $1,504,967 in the debt service fund are 
unsecured and uncollateralized, as no collateral is required to be carried by 
governmental banks. 

f ! 

The Municipality maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 
up to $250,000.The excess is covered by collateral provided by banks and held by the 
Treasury Department of the Commonwealth of Puerto Rico pursuant to applicable 
laws and regulations. 

6. PROPERTY TAXES 

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

The rates are 9.58% for real property and 6.58% for per~onal property. The 
composition is as follows: 

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

Real Personal 

6.00% 
1.03% 
2.75% 
(0.2%) 
9.58% 

4.00% 
1.03% 
1.75% 
(0.2%) 
6,58% 

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

The "Additional special property tax - municipal" is restricted for debt service and 
retained by GOB for such purposes and it is recorded as revenue in the Debt Service 
Fund when collected by the CRIM and reported to the Municipality. 

The "Additional special property tax- state" is collected by tre CRIM for the payment 
' . of principal and interest of 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 on the first $15,000 of the assessed value. For such exempted 
amounts, the Department of Treasury assumes payment of the basic tax to the 
Municipality, except for property assessed at less than $3,500, for which no payment 
is made. Revenue related to the basic tax on exempt property is recorded in the 
General Fund when payments are received from the CRIM. Complete exemption from 
personal property taxes up to an assessment of $50,000 is granted to merchants with 
an annual volume of net sales less than $150,000. 

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CRIM advances funds to the Municipality based on the initial 
estimated collections. The CRIM is required by law to prepare a settlement statement 
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on a fiscal year basis, whereby a comparison is made between the amounts 
advanced to the Municipality and amounts actually collected from taxpayers. Th is 
settlement has to be completed on a preliminary basis not later than three months 
after fiscal year-end , and a final settlement made not later than six months after a 
year end. If the CRIM rem its to the Municipality property tax advances, which are less 
than the tax actually collected , a receivable from the CRIM is recorded at June 30. 
However, if advances exceed the amount actually collected by the CRIM, a payable to 
the CRIM is recorded at June 30. 

Currently, the Municipality has received the preliminary settlement from CRIM related 
to fiscal year 2009-10, but not the final settlement as the six months period after a 
fiscal year end , provided by law to CRIM to issue this, has not yet expired . 
Management believes, based in part on the experience from prior years, that when 
received , the final settlement from CRIM will not show a significant difference from the 
preliminary settlement and that such difference, if any, will not have a material effect 
on the financial condition of the Municipality. 

Based on the preliminary settlement already received , for the year ended June 30, 
2010, the amount collected from taxpayers and charges by CRIM received by the 
Municipality is less than amount advanced by CRIM for the same period by 
approximately $9,151 . Such amount is presented as due to CAlM in the government 
wide financial statements. 

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 
June 30, 2010. The annual Municipal License Tax is determined based on the gross 
income of all commerce and industrial organizations who have operations in the 
Municipality of Maca, and are not totally or partially exempt under the Industrial 
Incentive Law of Puerto Rico. 

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

Savings and loans associations = 1 .50% 
Financing institution = 1 .50% 
Other organizations = .50% 
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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 $837,948 , corresponding to the next fiscal year municipal license. 

8. SALES AND USE TAXES 

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

Act 80 also provides for restrictions on the use of the resources (including the .5 of 
1.5% collected by theCommonwealth Government) to be invested in solid waste and 
recycling programs, capital improvements and health and public safety costs. Amount 
collected by the Commonwealth Government will be deposited in accounts or special 
funds in the Governmental Development Bank of Puerto Rico ("GOB"), subject to 
restrictions imposed and distributed as follows: 

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

b. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance 
loans to municipalities subject to restrictions imposed by the Act and, 

! 

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

9. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

Municipal Revenues Collection Center (General Fund) 
Municipal Revenues Collection Center (Debt SeNice Fund) 
Human Resources and Occupational Development Council 

Total 
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10. INTER FUND TRANSACTIONS 

a. Due From!To Other Funds: 

; 

The due from and due to other fund balances as of June 30, 2010 are as follows: 

Receivable Fund Payable Fund Amount 

General Other Governmental Funds $ 341,781 
General HUD-SBGP 304,744 
General State Assigment 13,607 
Other Governmental Funds General 38 

$ 660,170 

b. lnterfund Transfers: 

lnterfund transfers for the year ended June 30, 2010 consisted of the following: 

Transfer In 

1 

Debt Service 
General Fund 

Transfer Out 

General Fund 
Debt Service 

Amount 

$ 85,446 
569 

$ 86,015 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend them , 
(2) move receipts restricted to debt service from the fund collection the receipts to the 
debt service fund as debt service payments become due, and (3) use unrestricted 
revenues collected in the general fund to finance various programs accounted for in 
other funds in accordance with budgetary authorizations. 
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CAPITAL ASSETS 

Capital asset activity for the Municipality for the year ended June 30, 2010 was as 
follows: 

Balance Balance 

Primary Government June 30, 2009 Increases Decreases June 30, 2010 

Governmenta l Act ivities : 

Capital assets, not be1ng deprec iated: 

Land $ 2,575,456 $ 683,800 $ $ 3,259,256 

Construc tion in prog ress 97,7 14 1,077,777 97,714 1,077,777 

Tota l capital assets, not being depreciated 2,673.170 1,761 .577 97,714 4.337,033 

Capital assets, being depreciated: 

Building s and building improvements 17,839,474 508,553 18,348,027 

Furn iture and lixture 1,030,691 10,874 1,041 .565 

Vehicles and equipment 7,999,703 285,159 8,284.8.62 

In frastructure 9.291 ' 160 1,098,952 10,390, 1"12 

Total capital asse1s, being depreciated 36,161 ,028 1.903,538 38,064,566 

Less accumulated deprecia tion for:. 

Buildings and bui lding improvemen1s 4,371 ,664 41 6,653 4,788,31 7 

Furni ture and 1ixture 656,789 65,447 722,236 

Vehicles and equipm ent 5,390,002 683,283 6,073,285 

Infrastructu re 6,01 7,713 164,290 6,182,003 

Total accum ulated deprecia1 ion 16,436,168 1.329,673 17,765,841 

Total capital assets. be ing depreciated. net 19,724.860 573,865 20,298,725 

":} f 
Governmen tai"ilc tivi ties capital asse ts , net $ 22,398,030 $ 2,335,442 $ 97,7 14 $ 24.635,758 

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

General government 
Public safety 
Recreation 
Public works 

Total depreciation expense-governmental activities 
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Capital asset activity for Moca Housing Project, a discretely presented component 
unit, for the year ended June 30, 2010 was as follows: 

Balance 
ComQonent Unit-Moca Housing Project June 30, 2009 Increases 

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

Total capital assets, not being depreciated 60,900 

Capital assets, being depreciated: 
Land improvements 68,916 
Buildings and building improvements 2,110,388 
Building equipment 353,110 2,904 
Furniture and fixtures 46,803 770 
Equipment 14,284 

Total capital assets, being depreciated 2,593,501 3,674 

Less accumulated depreciation 1,934,993 62,212 

Total accumulated depreciation 1,934,993 62,212 

Total capital assets, being depreciated, net 658,508 (58,538) 

Moca Housing Project capital assets, net $ 719,408 $ (58,538) 

12. DUE TO OTHER AGENCIES 

Due to other agencies at June 30, 2010 are as follows: 
1 1 

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

Total 
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Balance 
June 30, 2010 

$ 

$ 

60,900 

60,900 

68,916 
2,110,388 

356,014 
47,573 
14,284 

2,597,175 

1,997,205 

1,997,205 

599,970 

660,870 

84,124 
30,128 

2,490 
666 

9,151 
27,489 

154,048 
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13. DEFERRED REVENUES 

a. Municipal License Tax 

The deferred revenues of $837,948 in the general fund related to municipal 
license tax collected in fiscal year 2009-1 0 that will be earned in fiscal year 
201 0-11. 

b. Federal Government 

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

14. INTERGOVERNMENTAL REVENUES 

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

• The general fund intergovernmental revenues are as follows: 

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

Total 
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$1 ,861,331 
189,638 

4,408,732 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
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15. LONG-TERM DEBTS 

Bonds and other long-term liabilities outstanding at June 30, 2010 are as follows : 

Bonds 

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

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

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

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

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

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

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

$2,045,000 series of 2009, payable in annual installments of 
$25,000 to $165,000 until July 1, 2034, interest from 6.00% to 
7.00%. 

Total bonds payable 
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$ 1,480,000 

360,000 

385,000 

240,000 

525,000 

400,000 

885,000 

2,020,000 

$ 6,295,000 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

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

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

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

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

$ 125,000 

530,000 

680,000 

188,320 

Total notes payable $ 1,523,320 
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
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Other long-term liabilities 

Note payable to CRIM (LIMS) - On June 27, 2001 , the 
Municipality entered into a financing agreement with the CRIM in 
th&' amount of $286,84 7 for the payment of the Municipality's 
share of the cost of a management information system (LIMS) 
acquired by the CRIM for the management of taxpayer's 
properties located in Puerto Rico. The note is payable in 
semiannual installments of $38,472, including interest of 5 .95% 
and is due on November 28, 2011 . Amount is financed with 
unrestricted funds through withholdings from the advances of · 
property tax and amounts of municipal equalization fund sen to 
the Municipality by the Municipal Revenue Collection Center _$..;___5_4--'-,4_3_8_ 

Total other long-term liabilities =$====54=·· ·=4=38 

The annual debt service requirements for the bonds payable and notes payable at 
June 30, 2009, are as follows: 

Bonds Notes Pay_able 
Principal Interest Principal Interest 

! 2011 $ 285,000 $ 347,321 ! $ 303,560 $ 116,859 
2012 310 ,000 405,372 323,560 68,330 
2013 335,000 385 ,348 278,560 82,506 

2014 355,000 363,167 303,560 61 ,399 
2015 390,000 341,456 168,560 43,491 
2016-2020 1,525,000 1,350,028 42,800 54,595 

2021-2025 1,090,000 933,537 42,800 29,283 
2026-2030 1,195,000 540,995 42,800 15,973 
2031-2035 810,000 132,500 17,120 3,195 

$6,295 ,000 $ 4,799,724 $ 1,523,320 $ 475,631 
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Component Unit 

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

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

Landfill Obligations 

Year Ended 
June 30, 

2011 
2012 
2013 
2014 
2015 
2016-2017 

Amount 

$ 81,639 
88,065 
94,996 

102,473 
110,537 
293,520 

$ 771,230 

! ! 

State and federal laws and regulations require the Municipality to place a final cover 
on the Municipality's landfill site when it stops accepting waste and to perform certain 
maintenance and monitoring functions at the site for 30 years after closure. In 
accordance with Statement No. 18 of the GASB, "Accounting for Municipal Solid 
Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed 
a study of the activities that need to be implemented at the Municipality's landfill to 
guarantee the maximum yield of available space and to comply with applicable state 
and federal regulations . Based on this study, the Municipality recognized $2.5 million 
as the Municipality's estimated current cost for landfill closure as of June 30, 2010. 
The reported ·liability represents the total estimated cost of closure since the 
Municipality expects to close the landfill in the year 2011. Actual costs may be 
different due to inflation, changes in technology, or changes in laws and regulations. 
The balance of closure and postclosure costs of $2.5 million are reported in the 
statement of net assets because it will not be funded with available expendable 
financial resources at June 30, 2010. 
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Long-term liability activity for the year ended June 30, 2010 was as follows: 

Beginning Ending Due within 

Primary Government Balance Additions Payments Balance One Year 

Governmental Activ ities: 

Bonds payable $ 4,500,000 $ 2.045,000 $ 250,000 $ 6,295,000 $ 285,000 

Notes payable 1,811,880 288,560 1,523,320 303,560 

Total long-term debt G,311.880 2,045,000 538,560 7,818,320 588,560 

Other long-term liabilities: 

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

GRIM- LIMS 88,159 33,721 54,438 35,757 

Compensated absences 1,936,422 303, 106 2,239,528 

Total other liabilities, 
governm ental activities 4,499,581 303,106 33,721 4.768.966 35,757 

Total noncurrent liabilities, 
governmental activities $ 10,811 ,461 $ 2,348 ,106 $ 572,281 $ 12,587,286 $ 624,317 

Beginning Ending Due within 

Component Unit: Balance Additions Reductions Balance One Year 

Maca Housing Project 
mortgage payable $ 845,778 $ $ 74,548 $ 771 ,230 $ 81,639 

j 

RETIREMENT PLAN 

d. Plan Description 

The Employee's Retirement System of the Government of Puerto Rico and its 
Instrumentalities (ERS) is the administrator of a cost-sharing multiple-employer 
retirement system established by the Commonwealth of Puerto Rico. The System 
was created under the ACT 447, approved on May 15, 1951 , as amended , and 
became effective on January 1, 1 952. 

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

' 

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

Members who have attained an age of at least fifty-five (55) years and have 
completed at least twenty-five (25) years of creditable service or members who 
have attained an age of at least fifty-eight (58) years and have completed at least 
fifty-eight (58) years and have completed at least ten (1 0) years of creditable 
service, are entitled to an annual benefit, payable monthly for life. 

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

Participants who have completed at least thirty (30) years of creditable service are 
·• 

entitled to receive the Merit Annuity. Participants who have not attained fifty-five 
(55) years of age will receive 65% of the average compensation or if they have 
attained fifty-five (55) years of age will receive 75% of the average compensation . 

Disability retirement benefits are available to members for occupational and non­
occupational disability. However, for non-occupational disability a member must 
have at least ten (1 0) years of service. 

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

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

System 2000 is a hybrid defined contribution plan, also known as a cash balance 
plan. Under this new plan, there will be a pool of pension assets , which will be 
invested byERS, together with those of the current defined benefit plan. Benefits 
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico . 
The annuity will be based on a formula which assumes that each year the 
employee's contribution (with a minimum of 8.275% of the employee's salary upon 
to a maximum of 1 0%) will be invested in an account which will be either: (1) earn 
a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn 
rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees) , or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
plans showing their accrued balances. Disability pensions will not be granted 
under System 2000. The employer's contribution (9 .275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

Commonwealth legislation requires employees to contribute 5. 775% of gross 
' salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The 

Municipality's contributions are 9.275% of gross salary. Contributions' 
requirements are established by law. The actuarially determined contribution 
requirement and contributions actually made for the year ended June 30, 2010 
was approximately $411 ,237. The Municipality's payroll for employees covered by 
ERS was approximately $5.5 million. The Municipality total payroll for all 
employees was approximately $7.0 million. 

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

The Risk Management Division of the Municipality's Legal Department is responsible 
of assuring that the Municip§llity's property is properly insured. Annually, the Risk 
Management Division compiles the information of all property owned and' its 
respective market value. After evaluating this information, the Risk Management 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico 
who is responsible for purchasing all property and casualty insurance policies of all 
municipalities. 

18. LEASES 

Operating Leases 

Leasing Arrangement with the Municipality as Lessor: 

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

b. Total income from leases during the year ended June 30, 2010 was approximately 
$18,220. 

1 ~ 
c. The Municipality retains title to its leased property. The lessee pays taxes, 

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

Leasing arrangements with the Municipality as lessee. 

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

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

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

20. CONTINGENCIES 

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

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

21. COMMITMENTS 

The Municipality of Maca had several outstanding or planned construction projects as 
of June 30, 2010. These projects are evidenced by contractual commitments with 
contractors. The construction projects are commitments of the Other Governmental 
fund that amounted to approximately $1,622 ,354. 
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22. RESTATEMENTS 

General fund and HUD fund at the beginning of year have been adjusted to reflect the 
following restatements : 

General Fund HUD Programs 

Beginning balance of the year as 
previously reported $ 128,256 $ 124,456 

Adjustment in due to/from other fund (58,820) 58 ,820 

Beginning balance of the year as 
restated $ 69,436 $ 183. ~~76 
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Federal Grantor/Program Title 

U.S. Department of Housing and Urban 
Development (HUD) ' 

Direct Program: 
Section 8 Vouchers Program 
Pass-through State -Commonwealth of Puerto 
Rico/Commissions Office of Municipal Affairs -
Community Development Block Grant- States 
Program SBGP 
Pass-through Department of Family: 

Homeless Prevention And Rapid Re-Housing 
Program (Recovery Act Funded) 

Subtotal U.S. Department of HUD 

U.S. Department of Labor 

Pass-through Human Resources and Occupational 
Development Council: 
Younth Program Activities 

Subtotal U.S. Department of Labor 

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

Special Prograhls for the Aging -Title Ill , Part B 
Grants for Supportive Services and Senior Centers 

Special Programs for the Aging Title Ill, PartE, 
National Family Caregivers Support 

Subtotal U.S. Department of HHS 

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

State Domestic Preparedness Equipment Support 
Program 

Subtotal U.S. Department of DHS 

TOTAL 

Federal 
CFDA 
Number 

14.871 

14.228 

14.257 

17.259 

93.044 

93.052 

97.004 

See notes to schedule of expenditures of federal awards. 
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Federal 
Disbursements/ 

Expenditures 

$ 329,251 

681,320 

27,800 
1 ,038,371 

231,200 
231 ,200 

23,052 

11 ,035 
34,087 

77,164 
77,164 

$ 1,380,822 
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FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

1. SIGNIFICANT ACCOUNTING POLICIES 

The accompanying Schedule of Expenditures of Federal Awards includes the federal 
grant activity of the MunicipaJity of Maca and is presented on the modified accr:ual 
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. 

2. BASIS OF PRESENTATION 

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

Expenditures as per basic financial statements: 
Housing and Urban Development Programs 
General Fund 
Federal expenditures ~included within the other 

nonmajor governmental funds 

Total expenditures per schedule of expenditures 
of federal awards 
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Expenditures 

$ 1,038,371 
34,087 

308,364 

$ 1.380,822 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

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

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Maca 
Maca, 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 Maca, as of and for the 
year ended June 30, 2010, which collectively comprise the Municipality's basic financial 
statements and have issued our report thereon dated December 21 , 2010. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

In planning and performing our audit, we considered Municipality of Maca' internal control 
over financial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statements, but not for the purpose of expressing 
an opinion on the effectiveness of the Municipality's internal control over financial reporting. 
Accordingly, we do not express an opinion on the effectiveness of the Municipality's 
internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions , to prevent or detect misstatements on a timely basis. A material weakness is a 
control deficiency, or combination of deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatements of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis. 
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Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control over financial reporting that might be deficiencies, significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal control 
over financial reporting that we consider to be material weaknesses , as defined above. 

Compliance and Other Matters 

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

We noted certain matters that we have reported to management of the Municipality of 
Moca in a separate letter dated December 21, 2010. 

This report is intended solely for the information and use of the audit committee, 
Commissioner Office of Municipal Affairs, management and the federal awarding agencies 
and pass-through entities and is not intended to be and should not be used by anyone 
other than these specified parties. 

San Juan, Puerto Rico 
December 21 , 2010 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 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 

Municipality of Maca 
Maca, Puerto Rico 

Compliance 

We have audited Municipality of Maca's compliance with the types of compliance 
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that could have a direct and material effect on each 
Municipality of Maca' major federal programs for the year ended June 30, 2010. 
Municipality of Moca' major federal programs are identified in the summary of auditor's 
results section ~f the accompanying schedule of findings and, questioned costs. 
Compliance with the requirements of laws, regulations, contracts and grants appl icable to 
each of its major federal programs is the responsibility of Municipality of Moca' 
management. Our responsibility is to express and opinion on Municipality of Moca' 
compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the 
United States; and OMB Circular A-133. Those standards and OMB Circular A-133 requ ire 
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 

-50-

Suite !52, PO Box 70250, San Juan, P.R. 00936-7250 • Phone (787) 756-8524, Fax (787) 274-0562 



examining, on a test basis, evidence about Municipality of Moca' compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our 
audit does not provide a legal determination on Municipality of Moca compliance with those 
requirements . 

In our opinion, the Municipality of Moca complied, in all material respects, with the 
compliance requirements referred to above that could have a direct and material effect on 
each of its major federp.l programs for the year ended June 30, 2010. 

Internal Control over Compliance 

The management of Municipality of Moca is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, 
contracts and grants applicable to federal programs. In planning and performing our audit, 
we considered Municipality of Moca internal control over compliance with requirements that 
could have a direct and material effect on a major federal program 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 OMS 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 internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent or detect and correct noncompliance with a 
type of compliance requirement of a federal program on a timely basis. A material 
weakness in inte ~nal control over compliance is a deficiency, qr 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 for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be deficiencies, significant deficiencies or 
material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 
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This report is intended solely for the information of the 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 other than 
these specified parties. 

San Juan, Puerto Rico 
December 21 , 2010 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

1. SUMMARY OF AUDIT RESULTS 

! 

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

b.' There were no significant deficiencies on internal control. 

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

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

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

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

g. The programs tested as major programs included: 

h. 

I. 

SBGP - CFDA No. 14.228 
Section 8- CFDA No. 14.871 

The threshold for distinguishing types A and B programs was $300 ,000. 
"? 

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

2. FINDINGS- FINANCIAL STATEMENTS AUDIT 

None 

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

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2010 

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

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

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

accompanying Schedule of Prior Year Audits Findings and Questioned Costs. 
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INDEPENDENT AUDITORS' REPORT 

To the Honorable Mayor and 
Municipal Legislature 

Municipality of Moca 
Moca, Puerto Rico 

We have auditedtthe accompanying financial statements of the governmental activities, 
each major fund and the aggregate remaining fund information of the Municipality of 
Moca, as of and for the year ended June 30, 2011, which collectively comprise the 
Municipality's basic financial statements, as listed in the table of contents. These financial 
statements are the responsibility of the Municipality's management. Our responsibility is to 
express opinions on these financial statements based on our audit. We did not audit the 
financial statements of Moca Housing Project, as of June 30, 2011 . Those financial 
statements were audited by other auditors whose report thereon has been furnished to us, 
and our opinion, insofar as it relates to the amounts included for Moca Housing Project, is 
based on the report of the other auditors. 

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

Based on our audit and the report of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position of the 
governmental activities, discretely presented component unit, eac:, major fund , and the 
aggregate remaining fund information of the Municipality of Moca as of June 30, 2011 , 
also, the respective changes in financial position thereof, and the respective budgetary 
comparison for the general and debt service funds for the fiscal year then ended in 
conformity with accounting principles generally accepted in the United States of America. 



In accordance with Government Auditing Standards, we have also issued a report dated 
December 19, 2011 on our consideration of the Municipality's internal control over financial 
reporting and our tests of its compliance with certain provisions of laws, regulations, 
contracts, grants, agreements and other matters. The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on the internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing 
the results of our audit. 

The Management's Discussion and Analysis on pages 3 through 9, is not a required part of 
the basic financial statements but is supplementary information required by accounting 
principles generally accepted in the United States of America. We have applied ce rtain 
limited procedures, which consisted principally of inquires of management regarding 
methods of measurement and presentation of the required suppl~_!nentary information. 
However, we diQ not audit the information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the Municipality of Maca's financial statements as a whole. The 
accompanying schedule of expenditures of federal awards is presented for purposes of 
additional analysis as required by U.S. Office of Management and Budget Circular A-133, 
Audits of States, Local Governments, and Non-Profit Organizations, and is also not a 
required part of the financial statements. Such information has been subjected to the 
auditing procedures applied in the audit of the basic financial statements, and in our 
opin ion, the information is fairly stated , in all material respects, in relation to the financial 
statements as a whole. 

San Juan, Puerto Rico 
December 19, 2011 
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i£statfo .£i6re Jtsociatfo 'lJe Puerto !lQco 
MUNICIPIO DE MOCA 

:Moca, Puerto !l{ico 

MUNICIPALITY OF MOCA 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

'Jv{aTUJgmZent of tfie 'Jv{unicipafity of 'Jv{oca (tlie "'Jv{unicipa(ity'J proviaes this 'Jv{aTUJgement's 'lJiscussion anti 
:A.TUJ{ysis of tfr.e 'Jv{ unicipafity's 6asic jiTUJncia[ statements as an overview anti aTUJ[ysis of the jiTUJncia£ activities of 
the 'Jv{unicipafity for the foca[ year entiea June 30, 2011. 'We encourage reaaers to consitfer the information 
presentea here in conjunction with. the aaaitiona[ information that we have fumisht_a in tfr.e accompanying 6asic 
fiTUJncia[ statements. 

USING THIS ANNUAL REPORT 

7/iis annua[ report consists of a series of new fiTUJncia[ statements with. a change in the focus from previous 
jiTUJncia[ statements. 71ie new focus is on 6oth. the 'Jv{unicipafity as a wh.ofe (govemment-wiae) anti the major 
intiiviaua[ juruf.s. 1Joth. perspectives (government-wide anti major fund) affow the user to aaaress refevant questions, 
6roaaen a 6asis for comparison (!fear to year or government to government) anti enhance the 'Jv{unicipafity's 
accounta6ifity. 

FINANCIAL HIGHLIGHTS 

• 71ie 'Jv{unicipafity net assets increasetf 6y $611,165. 

• In the funti jiTUJncia[ statements, genera[ funti 6afances aecreasetf 6y $242,518. 

• Capita[ ex:pentiitures amountea to$ 2,201,182. 

GOVERNMENT-WIDE-FINANCIAL STATEMENT 

71ie govemme~t-wiae fiTUJncia[ statements are tfesignetf to proviae reaaers with. a 6roaa overview of tlie 
'Jv{unicipafity's operations anti fiTUJnce as a wh.ofe in a manner simi!ar to private-sector 6usiness. 'Ifiese statements 
proviae short-term anti fong-term information a6out the 'Jv{unicipafity's fiTUJncia[ position, wft.ich. assist the 
'Jv{unicipafity's maTUJgement to aetermine the economic contiition at the enti of the fisca[ year. 7/iese financial 
statements are preparetf using the f!ow of economic resources measurement focus anti the accrua[ 6asis of 
accounting. 7/ii.s 6asica{fy means that these jiTUJncia[ statements fo[[ow meth.oas that are simi!ar to those usea 6y 
most 6usinesses. 7/iey taR! into account a[[ revenues anti ex:penses connectea with. the fisca[ year enaea June 3Q 
2011 even if cash. invo[vea have not 6een receivea or paid. 7/iegovemment-wiae fiTUJncia[statements inc[utfe: {1) 
tfze statements of net assets anti (2) the statement of activities. 
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Statement of ~t 5Issets 

'Ifie statement of net assets presents a[[ of the :Municipafity's assets and [ia6ifities, witfi. the difference 6etween 

these two items reported as "net assets" (equity). Over time, increases or decreases in the net assets ma!J seTVe as a 
usejuf indiwtor of whether the jinancia[ position of the :Municipafity is either improving or dete1Wrating. 

Statement of Jl.ctivities 

•Tf1e statement of activities presents information showing fww the :Municipality's net assets cfi.anged during th.e 
Jisca[ !Jear ended June30, 2011. 51..[[ cfi.anges in net assets are reported as soon as the wu{erf!Jing event giving rise to 
the cfi.ange occurs, regardfess of the timing of refated cash jfows. %us, revenues and e:r:penses are reported in this 
statement for some items that wif[ not resu[t in casfi. jfows untif future foca[ pe1WdS (sucfi. as unco&ctea ta~es ana 
earner! 6ut unused vacation !eave). %is statement afso presents a comparison 6etween airect e:r:penses ana program 
revenues for each junction of the Municipality. 

i_ 

'Botfi. of the a6ovementionea jinancia!statements present a[[ thegovernmenta[ activities of the 9v{unicipality, whicfi. 
consist rnostf!J 6!J ta~es ana intergovernmenta[ revenues (sucfi. as jedera[ grants). Most seTVices proviaed 6!J tlie 
:Municipality fa![ into tfi.is categof!J, inc[uaing culture ana eaucation, genera[ government, hea[tfi. ana sanitation, 
pu6lic safety, pu6fic fi.ousing ana welfare, etc. 

:Fund '.Jinancia{ Statements 

•Ifi.e '.J una '.Jinancia[ Statements proviae aetaifea information a6out the IJvfunicipality 's most significant funds, not 
the :Municipality as a Whofe. %e IJvfunicipality fi.as onf!J one kjna of juna wfi.icfi. is the governmenta[ fund. 

governmenta[ fundS are usea to account for essentiaff!J the same junctions reportea as governmenta[ activities in 
the government 'Wiae '.financia[ Statements. Jfowever, unfik:!. the government 'WiJe '.financia[ Statements, 
government '.J una J"inanciaf Statements focus on near term injfows ana outjfows of spenaa6fe resources, as we[[ as 
on 6afances of spenaa6fe resources avai[a6fe at the ena of the Jisca[ !Jear. Sucfi. information is useju[ in eva[uating 
the IJvfunicipalit!j's near term jinancia[ requirements. 

'Because the focus of governmenta[ junJ.s is narrower tfi.an tfi.at of the governm;ent wiae jinancia[ staternents, it is 
useju[ to compare the information presented for governmenta[ fundS witfi. simifar information presented fo r 
governmenta[ activities in the government wiJe jinancia[ statements. 'By aoing so, users of the 6asic jinancia[ 
statements may 6etter unaerstana the fong-term impact of the IJvfunicipality's near termfinancia[ aecisions. 'Both of 
the governmentaf 'f una 13afance Sheet ana the governmentaf 'f una Statement of 'f?!veriues, 'E:r:penaitures ana 
Changes in :J una 13afances proviJe a reconciliation to facilitate this comparison 6etween governmenta[ junJ.s ana 
governmento.[ activities. 

- 4 -



FINANCIAL ANALYSIS OF THE MUNICIPALITY AS A WHOLE 

,"'s TWtea earfier, net assets may serve over time as a usejufinaicator of tfie :Municipality's financia[ position. In 
tfze case of tfze :J.,{u.nicipality, assets e:{_ceecfecf [iaoilities 6y $ 17,534,258 at Ju.ne 30, 2011. 

:'Is previousfy aiscussei, 6y jar tfze fa.rgest portion of tfze :Mu.nicipality's net assets ref!ect its investment in capita[ 
tlSSets (eg., {ani, ouifaings, mncfzinery, equipment ana a{[ otfzer property), fess ang refa.tecf ae6t usee£ to acqu.ire those 
tissets that is stiff outstanaing. rnie :Municipality uses tfzese capita[ assets to proviae services to citizens; 
consequentfy, tfzese assets are not avaifa.6[e for future spending. rnie fo!!owing is a condensed presentation of tfze 
~7vfu.nicipa!ity 's financia! position ana resu!ts of operations, as reportetf in tfze govemment-witfe financia{ 
statements: 

Changes in 9/!.t .fusets 

'me :Jvlimicipa!ity's net assets increasec£6y $611,165. Jlppro;tjmatefy 70 percent of tfze :Mu.nicipa!ity's tota[ revenu.e 
came f rom grants and contri6u.tions, inc!udingfeaera[ aii, wfzife30 percent resu.!tecf from ta:{_es. 'Ifie :Municipa!ity;'s 
e,venses cover a range of services. 'Ifie fa.rgest e?(fenses were for genera{ government and pu.6[ic work:§. 

Municipality of Moca 
Condensed Statement of Activities 
June 30, 2011 and 2010 

Program revenues 
Charges for services 
Licenses and Permits 
Operating grants and contributions 
Capital grants and contributions 
General revenues 
Property taxes 
Municipal license tax 

Grants and contributions not restricted 
to specific programs 
Interest, fines and penalties 
Miscellaneous 

Total revenues 
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$ 

2011 2010 

3,567,240 $ 3,582,255 

1,572,330 1,011,347 

. 
3,026,649 2,911,677 
1 ,038,163 1,030,927 

8,985,192 7,605,003 
118,677 47,244 
620,023 419,039 

18,928,274 16,607,492 



Expenses 

General government 9,091 '119 8,304,864 
Public safety 972,512 1,036,622 
Public works 4,542,373 4,037,845 
Culture 212,983 209,361 
Recreation 908,552 772,867 
Health and welfare 1,844,960 864,763 
Interest on long-term debt 744,610 712,585 

Total expenses 18,317,109 15,938,947 

Change in net assets 611 '165 668,545 

Net assets, beginning of <year 16,923,093 
i_ 

16,254,548 

Net assets, end of year $ 17,534,258 $ 16,923,093 

FINANCIAL ANALYSIS OF THE MUNICIPALITY'S INDIVIDUAL FUNDS 

.5t5 no tea earfier, tfze IJvfimicipafity uses furu£ accounting to ensure aruf aemonstrate comp[iance witli finance-refatea 
[ega[ requirements. 

(jovemmenta( lj'urufs 

%e focus of tfze :Municipafity's govemmenta[ funcfs is to provicfe information on near-term injfows, outjfows, ana 
Gafances of sperufaMe resources. Sucli information is useju[ in assessing tfze :Municipafity's financing requirements. 
In particufar, unreservea fund 6afance may serve as a useju[ measure of a government's net resources avai[a6fe for 
sperufing at tfze end of tfze fisca[ year . 

.5t5 of tfie eruf of tfze current fisca[ yeaTj tfze :Municipafity's govemmenta[ funcfs reportetf com6inea erufing funa 

6afances of$ ~828A80, an increase of$ 489,679 in comparison witli tfze prior year. %ere are reservations of juruf 
Gafance. 'l!iis is tfr.e funa Ga[ance tliat is not avaifa6[e for new sperufing 6ecause it lias a[ready 6een committe£ to 
pay ae6t service ($1A64,814} . 

%e genera[ funa is inc[uaetf witliin tfie govemmenta[ funcfs; it is tfze operating fund of tfze 'Jv(unicipafity. :<l.s of 

June 30, 20101 tfze genera[ fun a lias a superavit of $136,946. %e superavit aecreasea 6y $242S18 auring fiscaf 

!Jear enaed June 30, 2011 . 
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'}{pus to tk :Fitulncia£ Statements 

'I1ie 6asic finn.ncia[ statements afso inc[utfe rwtes to ezyfain information in the finn.ncia[ statements and provitfe 
more aetaifetf aata. 

1?pptird Supp!ementarg Information 

•J1ie statements are fo!!owetf 6y the require{ suppfementary information that contains the 6utfgetary comparison 
sdietfufe for the (jenera[ and '1Je6t Service :Funds. 

CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capita{ .f.t5sets 

•Ifie 9v{unicipafit:y 's investme_nt in capita[ assets as of June 30, 2011, amounts to $44. 7 mi[[ion,cnet of accumufatea 
aepreciation of $19.5 mi!!ion~ [eaving a net 6ooK._va[ue of $25.2 mi[[ion. 'Ifiis investment in capita[ assets incfuaes 
!a~ 6uiMings, improvements, equipment construction in progress. 

'Ifie tota[ net increase in the :Municipafity's investment in capita[ assets for the current foca[ year was a6out 12% 
in terms of net 6oo!( va[ue. J'Lctua[ ezyenditures to purcftase or construct capita[ assets were $2.2 mi[[ion for tlie 
year. 'iJepreciation cftarges for the year totafea $1. 7 mi[[ion. 

•J1ie :Municipafity finn.nces a significant portion of its construction activities tfzrougfz 6oni issuances. %e proceeds 
from 6ona issuances aesigtultei for construction activities are committe! in its entirety for sucfz purposes ani 
canrwt 6e use! for any other purposes. 5'Ls of June 30, 2011 the :Municipafity fzas $1,71~664 of unezyendea 
proceeds from 6ond issuances that are committe! to future construction activities. 

- 7 -



Long-Term 1Je6t 

./'1t !/ear-end, tlie :Municipafit!J fiat! $13,119,813 in genera[ anti specia[ 6orufs ana notes ana otlier fong term tfe6ts. 
Sucfi atnount represents an increase of 16 percent with respect to prior !/ear. 'l!1e foffowing is a summa17j of tfie 
fMunipafit}j'S outstanding tfe6t as of June 30, 2011 ana 2010: 

Municipality of Moca 
Outstanding Long-term Debt 
June 30, 2011 and 2010 

General and special obligations 
Other long term debts: 

Landfill obligation 

CRIM-LIMS 

ASES 

Compensated absences 

Total 

2011 

$ 
7,589,760 

2,475,000 

18,681 

842,908 

2,193,464 

$ 
13,119,813 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

2010 

$ 
7,818,320 

i._ 

2,475,000 

54,438 

2,239,528 

$ 
12,587,286 

'l!1e i)v{unicipafit!J's sefectea anti appointe£ ofjiciafs consitferetf ma!t!Jfactors wliensetting tlie jisca[ !/ear 2010-2011 

Gutfget. One of tliese factors is tlie econom!J. J'unong economic areas consitfemf are tfie popufation growtli 
estimates, persona[ incotne, liousing statistics anti unemp[oyment rates. 

' 
'l!1e i)v{unicipafit!J appfie£ an aggressive approacli in tfevefopment 6utfget estimates. 'l!1e :Municipafit!J estimates 
tfiat tfie amounts avaifa6[e for appropriations in tlie (jenera[ 'fun£ for tlie fisca[ !fear 2011 wif[ 6e $.133, a increase 
of approljmate[y 8% witli respect to prior!Jear finaC 6utfget. 

- 8 -



FINANCIAL CONTACT 

7fie :Jv(unicipafitg's financia[ statements are rfesignea to present users (citizens, ta:rpa!fers, customers, investors ani 
creditors) with a genera[ overview of tfze Municipafitg's finances ani to demonstrate tfze Municipafitg's 
accounta6ifitg. If !JOU have questions a6out tfze report or neea arfaitiona[ financia[ information, contact the 
:Jv{unicipafitg's Cli*ief '.financia[ Officer on the secona f!oor of the 'Town J{a[£ Moca, Puerto '.Rjco 00676. 
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Functions/Programs 

Primary Government: 
General government 

Public safety 

Public works 
Culture 

Recreation 
Health and welfare 
Interest on long-term debt 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 

Program Revenues 
Operating 

Charges for Grants and 
Expenses Services Contributions -

$ 9 ,091,119 $ 2,682,461 $ 
972,51 2 

4 ,542,373 796,410 

212,983 

908,552 

1,844,960 775,920 

744,610 

Net (Expense) Revenue and 

Changes in Net Assets 
Primary 

Government 
Governmental 

Activities 

$ (6,408,658) 

(972,512) 

(3 ,745,963) 

(212,983) 

(908,552) 

(1 ,069,040) 

(744,610) 

Component 
Unit 

Maca Housing 
Project 

$ 

Total primary government $ 18,317,109 $ 2,682,461 $ 1,572 ,330 $ (14,062,318) 

Component Unit: 
Moca Housing Project 

Total component unit 
435,633 499 ,347 

$ 435,633 $ 499,347 

General revenues: 
Property taxes (Note 6) 
Municipal license tax (Note 7) 
Sales and uses tax (Note 8) 

$ 

Grants and contributions not restricted to specific programs 
Interest and investment earnings 

Miscellaneous 
Total general revenues 

Change in net assets 

Net assets at beginning of year 

Net assets at end of year 

3,026,649 

. 1.038,163 
884,779 

8,985,192 

118,677 

620 ,023 

14,673,483 

611 '165 

16 ,923 ,093 

$ 17,534,258 

The accompanying notes are an integral part of these basic financial statements. 
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63,714 
63,714 

-

63 ,7 14 

34,163 -
$ 97 ,877 



Assets 

Cash (Notes 2 and 5) 
Cash with fiscal agent (Notes 2 and 5) 

Cash restricted 
Accounts receivable : 

Municipal licen~e taxes (Note 7) .•. 

Landfill 
Due from agencies (Note 9) 
Due from other funds (Note 1 0) 

Total assets 

$ 

r·· 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2011 

Housing and 
Urban 

Development State Loan 
General Programs Assigments $2,045,000 

486,623 $ 213,696 $ 2,423,433 $ 
1,112,552 

52,322 f'(C•c( 

1,770 -
142,807 -"' ( "' 

728 ,342 - 25,500" 

$ 1,359,542 $ 291 ,518 $ 2,423,433 $ 1,112,552 

Other 
Debt Governmental 

Service Funds 

$ $ 1,337,988 
2,170,265 422,693 

--

52,145 julio )e Cv brJ 
100,000 

$ 2,222,410 $ 1,860,681 

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

Funds 

$ 4,461,740 
3,705,510 

52,322 

1,770 
142,807 

52 ,145 
853,842 

$ 9,270,136 



Liabilities and Fund Balance 

Liabilities 

Accounts payable and accrued 
liabilities 

Due to other agencies (Note 12) 

Due to other funds (Note 1 0) 

General obligations: 

Bonds 

Interest 
Deferred revenues (Note 13): 

Municipal license tax 

Federal government 

Total liabilities 

Fund Balances (Deficit) 

Restricted 

Assign.ed (f 
Unassigned {prY. S t< f?C< e r; )~ r J 'o) 

Total fund balance (deficit) 

Total liabilities and fund balance 

$ 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

BALANCE SHEET-GOVERNMENTAL FUNDS 
JUNE 30, 2011 

Housing and 
Urban 

Development State Loan 
General Programs Assigments $ 2,045,000 

159,629 $ 325,074 $ 14,993 $ 69,356 
122,849 32,198 
100,000 212,284 16,638 ("' 

840,118 

27,327 

1,222,596 596,883 31 ,631 69,356 

168,177 2,391 ,802 1,043,196 

271,335 

(134,389) (473,542) 

136,946 (305,365) 2,391 ,802 1,043 ,196 

$ 1,359,542 $ 291,518 $ 2,423,433 $ 1,112,552 

, .. 

Other 
Debt Governmental 

Service Funds 

$ $ 238,674 

524,920 

600,000 

157,596 

757,596 763,594 

1 ,464,814 1,331,142 

(234,055) 
1,464,814 1,097,087 

$ 2,222,410 $ 1,860 ,681 

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

Funds 

$ 807,726 

155,047 
853,842 

600,000 

157,596 

840,118 

27,327 

3,441,656 

6,399,131 

271 ,335 

(841,986) 
5,828,480 -

$ 9,270,136 



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

JUNE 30, 2011 

Total fund balances- governmental funds 

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

• Capital assets, net used in governmental activities are 
not current financial resources and 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 

$ 5,828,480 

{_ 

25,207,504 

reported in the funds. (Note 4) (13,501 ,726) 

Net assets of governmental activities $ 17,534,258 

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

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCEs-GOVERNMENTAL (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 

Housing and 
Urban Other · Total 

Development State Loan Debt Governmental Governmental 
General Program_!> Assigments $ 2,045,000 Service Funds Funds 

REVENUES 
Property taxes (Note 6) $ 2,254,775 $ $ $ $ 771,874 $ $ 3,026,649 
Municipal license taxes (Note 7) 1,038,163 1,038,1 63 
Sales and uses tax (Note 8) 325,000 559,779 884,779 
Licenses and permits 481,344 438,393 919,737 
Charges for service and rents 1,762,724 1,762,724 
Intergovernmental revenues (Note 14): 

Federal grants and contributions 22, 150 1,214,642 14,237 321, 301 1,572,330 
State contributions 6,649,672 1,005,237 1,330,283 8,985, 192 

Interest, fines, and penalties 111,933 3,861 1,51 2 1,371 118,677 
Other revenues 478,591 32,509 3,665 51 4,765 

Total revenues 13,124,352 1,247,151 1,023,335 1,333,165 2,095,013 18,823,016 

EXPENDITURES 
General government 7,082,472 8,032 691,972 7,782,476 
Publ ic safety 877,116 27,850 904,966 
Public works 3,21 0,862 3,210,862 
Culture 212,983 212,983 
Recreation ,. 677,351 407,363 1,084 ,7 14 
Health and welfare 602,233 939,926 302,801 1,844,960 
Capital outlays 487, 212 423,252 ("' 344,105 946,613 2,201,182 
Debt service: 

Principal retirement 659,317 659,317 
Interest and other 483,345 343,532 826,877 
Total expenditu res 13,146,362 1 ,427, 138 431 ,284 344,105 1,002,849 2,376, 599 18,728,337 

Excess (deficiency) of revenues over expenditures (22,010) (179,987) 592,05 1 (344, 105) 330,316 (28 1,586) 94,679 

OTHER FINANCING SOURCES (USES) 
Loan proceeds 395,000 395,000 
Transfers in 640 89,460 131,688 221,788 
Transfers out (221,148) (640) (22 1,788) 

Total other financing sources (uses) (220,508) 88,820 526,688 395 ,000 

Excess (deficiency) of revenues and other financing sources 
over (under) expenditures and other uses (242,518) (179,987) 592,05 t (344 , 105) 419,136 245,102 489,679 

FUND BALANCE (DEFICIT) AT BEGINNING OF YEAR 379,464 (125,378) 1,799,751 1,387,301 1,045,678 851,985 5,338,801 

FUND BALANCE (DEFICIT) AT END OF YEAR $ 136,946 $ (305,365) $ 2,39 1,802 $ 1,043,196 $1 ,464,814 $ 1,097,087 $ 5,828,480 

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

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

STATEMENT OF ACTIVITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 

Net change in fund balances - total governmental funds 

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

• Governmental funds report capital outlays as expenditures. 
However, in the statement of activities, th§ cost of those assets 
is allocated over their estimated useful lives and reported as 
depreciation expense. 

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

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

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

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

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

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

Changes in net assets of governmental activities 

$ 489,679 

2,196,824 

105,258 

(1 ,730,336) 

(395,000) 

659,317 

82,267 

(796,844) 

$ 611 ,165 

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

STATEMENT OF REVENUES, EXPENDITURES, AND OTHER FINANCING SOURCES- BUDGET AND ACTUAL- GENERAL AND DEBT SERVICE FUNDS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 

....... .... ~ --~:.~:___;._ • :c:....:. ____ _,._, .• _ .~!l~~! fH!!B, _ ··--~~- - . ·' , •. ~ .:c... -,j_;_·-.~~..:t~ -RAAl~js;e fHruL a1V :::·"·;_,. __ . ·. 
Variance with Variance with 
Final Budget- Final Budget-

Bud~eted Amounts Positive Bud~eted Amounts Positive 
Ori~inal Final Actual (Neli!ative) Ori~inal Final Actual (Ne~ative) 

REVENUES 
Property taxes $ 2,311,304 $ 2,311 ,304 $ 2,288,792 $ (22,512) $ 879,010 $ 879,010 $ 771 ,874 $ (1 07 ,136) 
Municipal license taxes 1,000,000 1,000,000 1,016,556 16,556 
Licenses and permits 253,500 253,500 481 ,344 227,844 
Sales and use taxes 800,000 800,000 325,000 (475,000) 559,779 559,779 
Charges for service and rents 2,077,500 2,077,500 1,604,561 (472,939) 
Intergovernmental revenues : 
State contributions 6,653,493 6,653,493 6,353,023 (300,470) 

Interest , fines, and penalties 35,000 35,000 112,572 77 ,572 1,512 1,512 
Other revenues 168,000 168,000 302,360 134,36(f ' 

Total revenues 13,298,797 13,298,797 12,484,208 (814,589) 879,010 879,010 1,333,165 454,155 

EXPENDITURES 
General government 7,665,715 7,524,390 6,877,137 647,253 
Public safety 920,099 898,471 880,682 17,789 
Public works 3,090,452 3,336,063 3,315,179 20,884 
Culture 240,926 220,976 217,862 3,114 
Health and welfare 605,505 610,505 602,833 7,672 
Recreation 776,100 708,392 689,064 19,328 
Debt service: 

Principal 415,000 415,000 659,317 (244,317) 
Interest 464,010 464,010 343,532 120,478 

Total expenditures 13,298,797 13,298,797 12,582,757 716,040 879,010 879,010 1,002 ,849 (123,839) 

Excess (deficiency) of 
expenditures over (under) 
revenues $ $ $ (98,549) $ (98 ,549) $ $ $ 330,316 $ - 330,316 

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

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

1. ORGANIZATION 

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

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

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

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

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

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

- 17-



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

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

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

• Budgetary comparison schedules - Demonstrating compliance with the adopted 
budget is an important component of a government's accountability to the public. 
Under the reporting model, the Municipality ~ill continue to provide budgetary 
comparison information in their financial statements. An important change, 
however, is a requirement to add the government's original budget to the current 
comparison of final budget and actual results. 

The following is a summary of the more significant policies. 

a. Reporting Entity 

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

GASB Statement No. 39 provided additional guidance to determine whether 
certain organization for which the primary government is not financially 
accountable should be reported as components units, A legally separate, tax-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

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

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

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

b. Government-Wide and Fund Financiaf Statements 

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

The statement of activities demonstrates the degree to which the direct expenses 
of a given function or segment are offset by program revenues. Direct expenses 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

are those that are clearly identifiable with a specific function or segment. Program 
revenues include 1) charges to customers or applicants who purchase, use, or 
directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular function or segment. Taxes and 
other items not properly included among program revenues are reported instead 
as general revenues. 

The fund financial statements segregate transactions related to certain functions 
or activities in separate funds in order to aid financial management and to 

i_ 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 . 

For the fiscal year ended June 30, 2011, the Municipality implemented 
Government Accounting Standards Board Statement No. 54 (GASB 54), "Fund 
Balance Reporting and Governmental Fund Type Definitions". The requirements 
of this statement are effective for financial statement periods beginning after June 
15, 2010. 

GASB 54 enhances the usefulness of fund balance information by providing 
clearer fund balance classifications that can be more consistently applied, and it 
clarifies the existing governmental fund type definitions. It 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 notes to the financial statements. The definitions 
of the General fund, special revenue fund type, capital projects fund type, debt 
service fund type, and permanent fund type are also clarified by the provisions in 
this statement. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

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

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

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

compensated absences and claims and judgments, are recorded only when 
payment is due. 

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

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

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 201 1 

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

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

The Municipality reports the following major governmental funds : 

General Fund 

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

Housing and Urban Development Programs (HUD Programs) 

This fund account for revenue sources for the development of viable urban 
communities, decent housing, suitable living environment, rental assistance to 
help very low-income families afford decent, safe and sanitary housing by 
encouraging property owners to rehabilitate substandard housing and lease 
the units with rental subsidies to low-income family. 

State Assignment Fund 

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

Loan Improvement 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. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

Debt Service Fund 

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

d. Cash and Cash with Fiscal Agent 

The Municipality's Finance Director is responsible for investing available 
resources . The Municipality is restricted by Ia~ to invest only in savings accounts 
with banks qualified as a depository of public funds by the Puerto Rico Treasury 
Department (PRTD) or in instruments of the Government Development Bank for 
Puerto Rico (GOB). 

Cash with fiscal agent in the capital projects fund consists of unused proceeds 
from appropriations from the Legislature of Puerto Rico, 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 Municipality's debt service, as established by law. 

e. lnterfund Receivables and Payables 

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

f. Capital Assets 

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

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

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

Buildings and building improvements 
Furniture and fixtures 
Vehicles and equipment 

g. Fund Balances 

Useful Life 

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

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

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

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

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

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

4) Assigned- Represent resources intended o be used by the Municipality for 
specific purposes but do not meet the crite ia to be classified as restricted or 
committed (generally executive orders app oved by the Mayor). Intent can be 
expressed by the Municipal Legislature, th Mayor or by an official' or body to 
which the Municipal Legislature delegate authority in conformity with the 
Autonomous Municipalities Act of Puerto Ri o, as amended. In governmental 
funds other than the general fund, assign d fund balance represents the 
remaining amount that is not restricted or ommitted. 

5) Unassigned - Represent the residual cia sification for the Municipality's 
general fund and includes all spendable a aunts not contained in the other 
classifications. In other funds, the unassig ed classification is used only to 
report a deficit balance resulting from overs ending for specific purposes for 
which amounts had been restricted, commi ed, or assigned. 

Negative fund balance amounts are assi ned amounts reduced to the 
amount that will raise the fund balance t zero. Consequently, negative 
residual amounts in restricted, committe , and assigned fund balance 
classification have been reclassified to una signed fund balances. 

The Municipality reports resources constrained to stabilization as a specified 
purpose (restricted or committed fund balance in 1 e general fund) only if: (1) such 
resources meet the other criteria for those classifi ations, as described above and 
(2) the circumstances or conditions that signal the need for stabilization are 
identified in sufficient detail and are not expected o occur routinely. However, the 
Municipality has not entered into any stabilization like arrangements, nor has set 
aside material financial resources for emergencie and has not established formal 
minimum fund balance amounts as of and for t e fiscal year ended June 30, 
2011 . 
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In situations when an expenditure is made for a purpose for which amounts are 
available in multiple fund balance classifications, the Municipality uses restricted 
resources first, and then unrestricted resources. Within unrestricted resources, the 
Municipality generally spends committed resources first, followed by assigned 
resources, and then unassigned resources when expenditures. 

The classification of the Municipality's individual governmental funds among 
general, debt service, special revenue, and capital projects fund types used in 
prior fiscal years for financial reporting purposes was not affected by the 
imple._mentation of GASB No. 54. In addition, the financial positions and the results 
of operations reported in the accompanying fund financial statements as of and for 
the fiscal year ended June 30, 2011 have not been affected for this change in 
accounting principle. Accordingly, the accompanying fund financial statements 
have not reported any retroactive restatements or reclassifications of fund equities 
as of July 1, 2010. 

h. Risk Financing 

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

Cost of insurance allocated to the Municipality and deducted from the gross 
property tax collections by the Municipal Revenue Collection Center (the "CRIM") 
for the year ended June 30, 2011 amounted to approximately $284,311 . The 
current insurance policies have not been cancelled or terminated. The CRIM also 
deducted by $304,852 for workers' compensation insurance covering all municipal 
employees. 

i. Compensated Absences 

Employees are entitled to 30 days vacations leave and 18 sick days leave per 
year. Sick leave is recorded as an expenditure in the year paid . Employees are 
entitled to payment of unused sick leave upon retirement if have been employed 
fer 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 Municipal Law, authorizing 
the Municipality to pay any excess of vacations and sick leave accumulated over 
the maximum previously permitted by law. Calculations must be made until 
December 31 of every year. Excess of sick leave must be paid until March 31 
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December 31 of every year. Excess of sick leave must be paid until March 31 
next every natural year. Excess of vacations can be paid after July 1 of every 
fiscal year. 

j. Use of Estimates 

The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make 
estimates and assumptions that affect the reported amounts of assets and 
liabilities, and disclosure of contingent assets and liabilities at the date of the . ~ 

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

k. Future Adoption of Accounting Pronouncements 

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

Statement 
Number 

57 

. 60 

61 

62 

Statement Name 

OPEB Measurement by Agent 
Employees and Agent Multi-Employers 
Plans 

Accounting and Financial Reporting for 
Service Concession Arrangements 

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

Codification of Accounting and Financial 
Reporting Guidance Contained in Pre -
November 30, 1989 FASB and AICPA 
Pronouncements 
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Statement 
Number 

63 

64 

Statement Name 

Financial Reporting of Deferred Outflows 
of Resources, Deferred Inflows of 
Resources, and Net Position 

Derivative Instruments: Application of 
Hedge Accounting Termination 
Provisions - an Amendment of GASB 
Statement No. 53 

Adoption Required 
in Fiscal Year 

2012-13 

2011-12 

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

3. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

a. Budgetary Control 

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

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

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

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

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

L 
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, 2011 representing the original budget. 

b. Budget/GAAP Reconciliation 

The following schedule presents comparisons of the legally adopted budget with 
actual data on a budget basis. Because accounting principles applied for 
purposes of developing data on a budget basis differ significantly from those used 
to present financial statements in conformity with GAAP, a reconciliation of entity 
and timing differences in the excess of revenues and other financing sources over 
expenditures and other financing uses for the year ended June 30, 2011 is 
presented below for the general and debt service funds: 

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

Entity differences: 
Non-budgeted expenditures 
Non-budgeted revenues 
Non-budgeted transfers in 
Non-budgeted transfers out 

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

Excess of revenues over 
expenditures - GAAP basis 
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$ (98,549} 

644,034 
(577,845) 

460 
(221,148) 

271,336 
(260,806) 

$ (242,518} 

Debt Service 

$ 330,316 

89,460 
(460) 

$ 419,316 
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c. Legal Compliance 

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

4. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL 
STATEMENTS 

{_ 

The governmental fbnd balance sheet includes a reconciliation between fund 
balance-governmental funds and net assets of governmental activities as reported in 
the government-wide statement of net assets. One element of that reconciliation 
explains that some liabilities, including bonds payable, are not du·e and payable in the 
current period and therefore are not reported in the funds. The details of the 
approximately $13.5 million differences are as follows: 

Bonds payable . 
Landfill obligation (u 'JI v-ledo r 0 

Compensated absences (U ct c.1 ) 

Note payable 
ASES 
Accrued interest 
CRIM-LIMS 

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

5. DEPOSITS- CUSTODIAL CREDIT RISK 

$ 6,370,000 
2,475,000 QJ lY 
2,193,464 f,J-0-~ ~\0-
1,219,760 ' \i 

842,908 !. ~6 
381 ,913) 

18,681 

$ 13,501,726 

Custodial credit risk is the risk that in the event of a bank failure, the government's 
deposits may not be returned to it. Under Puerto Rico statutes, public funds 
deposited in commercial banks must be fully collateralized for the amount deposited 
in excess of federal depository insurance. All securities pledged as coll.qteral are held 
by the Secretary of the Treasury of Puerto Rico. In addition, the Municipality 
maintains deposits with the Government Development Bank for Puerto Rico (GOB). 
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The deposits at GOB of approximately $1.5 million that are restricted principally for 
capital projects and general fund, and the $2.1 million in the debt service fund are 
unsecured and uncollateralized, as no collateral is required to be carried by 
governmental banks. 

The Municipality maintains its investments in two (2) banks located at Puerto Rico. 
All kind of deposit is guaranteed by the Federal Deposit Insurance Corporation (FDIC) 
up to $250,000. The excess is covered by collateral provided by banks and held by the 
Treasury Department of the Commonwealth of Puerto Rico pu r_suant to applicable 
laws and regulations. 

6. PROPERTY TAXES 

The Municipal Revenues Collection Center (GRIM) of the Commonwealth of Puerto 
Rico is responsible by law for the assessment, levy and collection of all real and 
personal property taxes. The tax on personal property is self assessed by the 
taxpayer. The assessment is made in a return which must be filed with the GRIM by 
May 15 of each year. The tax on real property is assessed by the GRIM. The 
assessment is made as of January 1 of each year and is based on estimated current 
values of the property as of year 1957. 

The tax on personal property must be paid in full together with the return on or before 
May 15. The tax on real property is due in two equal installments in July 1 and 
January 1, following the assessment date. 

The rates are 9.58% for real property and 6.58% for personal property. The 
composition is as follows: 

Basic property 
Additional special property - state 
Additional special property- municipal 
Discounts made by state to tax payer 
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6.00% 
1.03% 
2.75% 
(0.2%) 
9.58% 

4.00% 
1.03% 
1.75% 
(0.2%) 
6.58% 
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The Municipality's basic property tax rate represents the portion which is appropriated 
for general purposes and accounted for in the general fund. 

The "Additional special property tax - municipal" is restricted for debt service and 
retained by GOB for such purposes and it is recorded as revenue in the Debt Service 
Fund when collected by the CRIM and reported to the Municipality. 

The "Additional special property tax- state" is collected by the CAlM for the payment 
of principal and interest of general obligation bonds and certain oth_er obligations 
issued by the state government. 

Residential real property occupied by its owner is exempt by law from the payment of 
property taxes on the first $15,000 of the assessed value. For such exempted 
amounts, the Department of Treasury assumes payment of the basic tax to the 
Municipality, except for property assessed at less than $3,500, for which no payment 

·is made. Revenue related to the basic tax on exempt property is recorded in the 
General Fund when payments are received from the CRIM. Complete exemption from 
personal property taxes up to an assessment of $50,000 is granted to merchants with 
an annual volume of net sales less than $150,000. 

Prior to the beginning of each fiscal year, the CRIM informs the Municipality of the 
estimated amount of property tax expected to be collected for the ensuring fiscal year. 
Throughout the year, the CAlM advances funds to the Municipality based on the initial 
estimated collections. The CRIM is required by law to prepare a settlement statement 
on a fiscal year basis, whereby a comparison is made between the amounts 
advanced to the Municipality and amounts actually collected from taxpayers. This 
settlement has to be completed on a preliminary basis not later than three months 
after fiscal year-end, and a final settlement made not later than six months after a 
year end. If the'CRIM remits to the Municipality property tax advances, which are less 
than the tax actually collected, a receivable from the CRIM is recorded at June 30. 
However, if advances exceed the amount actually collected by the CRIM, a payable to 
the CRIM is recorded at June 30. 

Currently, the Municipality has received the preliminary settlement fr~m CRIM related 
to fiscal year 2010-11, but not the final settlement as the six months period after a 
fiscal year end, provided by law to CRIM to issue this, has not yet expired. 
Management believes, based in part on the experience from prior years, that when 
received, the final settlement from CRIM will not show a significant difference from the 
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preliminary settlement and that such difference, if any, will not have a material effect 
on the financial condition of the Municipality. 

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

7. MUNICIPAL LIGENSE TAX 

Municipal License Tax receivables are recorded in the fiscal year in which payment is 
due and, accordingly, represent taxes which are due and uncollected at June 30, 
2011 . The annual Municipal License Tax is determined based on the gross income of 
all commerce and industrial organizations who have operations in the Municipality of 
Moca, and are not totally or partially exempt under the Industrial Incentive Law of 
Puerto Rico. 

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

Savings and loans associations = 1 .50% 
Financing institution = 1.50% 
Other organizations = .50% 

The amounts collected in advance are recorded as deferred revenues in the General 
Fund. The Municipality invoiced and collected in advance during the current year 
approximately $840,118, corresponding to the next fiscal year municipal license. 

8. SALES AND USE TAXES 

On July 29, 2007 the Commonwealth Legislature approved Act No. 80 ("Act 80") 
which imposed to all the Municipalities of Puerto Rico a uniform municipal sales and 
use tax of 1.5%. Effective August 1, 2007 1% of the 1.5% will be collected by the 
Municipalities and the remaining .5% of the 1.5% will be collected by the Puerto Rico 
Department of Treasury. 
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Act 80 also provides for restrictions on the use of the resources (including the .5 of 
1 .5% collected by the Commonwealth Government) to be invested in solid waste and 
recycling programs, capital improvements and health and public safety costs. Amount 
collected by the Commonwealth Government will be deposited in accounts or special 
funds in the Governmental Development Bank of Puerto Rico ("GOB"), subject to 
restrictions imposed and distributed as follows: 

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

b. .2% of the .5% will be deposited in a "Municipal Redemption Fund" to finance 
loans to municipalities subject to restrictions imposed by the Act and, 

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

9. DUE FROM OTHER AGENCIES 

Represents grants and contributions due from local and federal agencies: 

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

Total 
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10. INTERFUND TRANSACTIONS 

a. Due From/To Other Funds: 

The due from and due to other fund balances as of June 30, 2011 are as follows 

Receivable Fund Payable Fund Amount 

General {_ Other Governmental Funds $ 499,420 
General HUD-SBGP 212,284 
General State Assigment 16,638 
Other Governmental Funds HUD-SBGP 25,500 
Other Governmental Funds General fund 100,000 

$ 853,842 

b. lnterfund Transfers: 

lnterfund transfers for the year ended June 30, 2011 consisted of the following: 

Transfer In 

Debt Service 
Other Governmental Funds 
General Fund 

Transfer Out 

General Fund 
General Fund 
Debt Service 

Amount 

$ 89,460 
131 ,688 

640 

$ ~ 221,788 

Transfers are used to (1) move revenues from the fund that statute or budget 
revenues to collect them to the fund that statute or budget requires to expend them, 
(2) move receipts restricted to debt service from the fund collection the receipts to the 
debt service fund as debt service payments become due, and (3) use unrestricted 
revenues collected in the general fund to finance various programs accounted for in 
other funds in accordance with budgetary authorizations. 
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11. CAPITAL ASSETS 

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

Balance Balance 
Primary Government June 30, 2010 Increases Decreases June 30, 2011 

Governmental Activities: 

(._ 

Capital assets, not being depreciated: 
Land $ 3,259,256 $ 118,000 $ $ 3,377,256 
Construction in progress 1,077,777 383,127 1,289,514 171 ,390 
Total capital assets, not being depreciated 4,337,033 501,127 1,289,514 3,548,646 

Capital assets, being depreciated: 
Buildings and building improvements 18,348,027 1,289,514 19,637,541 
Furniture and fixture 1,041,565 141,054 1,182,619 
Vehicles and equipment 8,284,862 203,669 8,488,531 
Infrastructure 10,390,112 1,456,232 11,846,344 
Total capital assets, being depreciated 38,064,566 3,090,469 41 ,155,035 

Less accumulated depreciation for: 
Buildings and building improvements 4,788,317 418,383 5,206,700 
Furniture and fixture 722,236 86,569 808,805 
Vehicles and equipment 6,073,285 664,325 6,737,610 
Infrastructure 6,182,003 561 ,059 6,743,062 
Total accumulated depreciation 17,765,841 1,730,336 19,496,177 

Total capital assets, being depreciated, net 20,298,725 1,360,133 21 ,658,858 

Governmental activities capital assets, net $ 24,635,758 $1,861,260 $1,289,514 $ 25,207,504 

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

General government 
Public safety 
Recreation 
Public works 

Total depreciation expense-governmental activities 
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Capital asset activity for Moca Housing Project, a discretely presented component 
unit, for the year ended June 30, 2011 was as follows: 

Balance 
Component Unit-Moca Housing Prolect June 30, 2010 Increases 

Capital assets, not being depreciated: 
Land $ 60,900 $ 
Total capital assets, not being depreciated 60,900 

Capital assets , being depreciated: 
Land improvements i._ 68,916 
Buildings and building improvements 2,110,388 
Building equipment 356,014 
Furniture and fixtures 47,573 
Equipment 14,284 
Total capital assets , being depreciated 2,597,175 

Less accumulated depreciation 1,997,205 
Total accumulaied depreciation 1,997,205 

Total capital assets , being depreciated, net 599,970 

Maca Housing Project capital assets, net $ 660,870 $ 

DUE TO OTHER AGENCIES 

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

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

Total 
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2,332 
1,277 

3,609 

62,741 
62,741 

(59, 132) 

(59, 132) 

Balance 
Decreases June 30, 2011 

$ $ 60,900 
60,900 

i._ 68,916 
2,110,388 

358,346 
48,850 
14,284 

2,600,784 

2,059,946 
2,059,946 

540,838 

$ $ 601,738 

$ 88,409 
20,894 

2,090 
2,305 
9,151 

32,198 

$ 155,047 
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13. DEFERRED REVENUES 

a. Municipal License Tax 

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

b. Federal Government 

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

14. INTERGOVERNMENTAL REVENUES 

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

The general fund intergovernmental revenues are as follows: 

Puerto Rico Electric Power Authority 
Puerto Rico Treasury Department (Christmas Bonus) 
Equalization Fund (.20 hundred\h) 

Total 
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15. LONG-TERM DEBTS 

Bonds and other long-term liabilities outstanding at June 30, 2011 are as follows: 

Bonds . 

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

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

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

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

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

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

$915,000 series of 2008, payable in annual installments of 
$15,000 to $75,000 until July 1, 2032, interest from 5.40% to 
7.50%. 
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$2,045,000 series of 2009, payable in annual installments of · 
$25,000 to $165,000 until July 1, 2034, interest from 6.00% to 
7.00%. 

$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 
7.50%. 

$115,000 series of 2011, payable in annual installments of 
$5,000 until July 1, 2034, int~rest from 6.00% to 
7.50%. 

Total bonds payable 

Notes 

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

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

$890,000 series of 2008, payable in annual installments of 
$100,000 to $160,000 until July 1, 2015, interest ranging from 
5.40% to 7.50%. 
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Note payable to CRIM (Financing of delinquent accounts)- On 
April 2, 2002, the Municipality entered into a financing 
agreement with the CRIM in the amount of $260,193 to 
finance delinquent property tax accounts sold to private 
investors, under the provision of Law No. 146 of October 11, 
2001. The agreement is in the form of a non revolving line of 
credit bearing interest of 6.5% for the first five years and 
variable for the next 25 years at 125 points over London 
Interbank offered Rate (LIBOR) and is due q_n December 1, 
2032. As described in Law No. 146, interest payments for the 
first five years will be , financed through .48% of the net 
increase of the subsidy provided by the Commonwealth of 
Puerto Rico's general fund. Also, during the first five years 
any collection from those delinquent accounts will be credited 
to the loan principal. After the 5 year period the loan 
outstanding balance will be restructured for 25 years period. $ 179,760 

Total notes payable $ 1,219,760 

Other Long-term Liabilities 

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

Total other long-term liabilities 
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The annual debt service requirements for the bonds payable and notes payable at 
June 30, 2011, are as follows: 

Principal Interest Principal Interest 

2012 $ 350,000 $ 327,449 $ 323,560 $ 54,464 
2013 375,000 359,223 278,560 54,149 
2014 400,000 338,417 303,560 38,941 
2015 435,000 316,281 168,560 19,984 
2016 475,000 {_291 ,547 8,560 9,051 
2017-2021 1,420,000 1,142,916 42,800 37,271 
2022-2026 1 '115,000 832,229 42,800 23,960 
2027-2031 1,210,000 468,207 42,800 10,649 
2032-2036 590,000 74,375 8,560 532 

$6,370,000 $ 4,150,644 $ 1,219,760 $ 249,001 

Component Unit 

The mortgage payable by the discretely component unit is owed by Moca Housing 
Project and consists of an 8% mortgage note, payable in monthly installments of 
$11,454, 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 
June 3Q, Amount 

2012 $ 88,065 
2013 94,996 
2014 102,473 
2015 110,537 
2016 293,520 
2017 99 

$ 689,690 
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Landfill Obligations 

State and federal laws and regulations require the Municipality to place a final cover 
on the Municipality's landfill site when it stops accepting waste and to perform certain 
maintenance and monitoring functions at the site for 30 years after closure. In 
accordance with Statement No. 18 of the GASB, "Accounting for Municipal Solid 
Waste Landfill Closure and Postclosure Care Costs," the Municipality has performed 
a study of the activities that need to be implemented at the Municipality's landfill to 
guarantee the maximum yield of available space and to comply with applicable state 
and federal regulations. Based on this study, the Municipality recognized $2.5 millidn 
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 
Municipality expects to close the landfill in the year 2011. Actual costs may be 
different due to inflation, changes in technology, or changes in laws and regulations. 
The balance of closure and postclosure costs of $2.5 million are reported in the 
statement of net assets because it will not be funded with available expendable 
financial resources at June 30, 2011. 

Long-term liability activity for the year ended June 30, 2011 was as follows: 

Primary Government 

Governmental Activities: 

Bonds payable 

Notes payable 

Total long-term debt 

Other long-term liabilities: 

Landfill obligation 

ASES 
CAlM - LIMS 

Compensated absences 

Total other liabilit ies, 
governmental activities 

Total noncurrent liabilities, 
governmental activities 

Component Un it: 

Maca Housing Project 
mortgage payable 

$ 

$ 

$ 

Beginning 

Balance Additions 

6,295,000 $ 395,000 

1,523,320 

7,818,320 395,000 

2,475,000 

842,908 
' 54,438 

2,239,528 

4,768,966 842,908 

12,587,286 $ 1,237,908 

Beginning 

Balance Additions 

771 ,230 $ 
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Ending Due with in 

Payments Balance One Year 

$ 320,000 $ 6,370,000 $ 350,000 

303,560 1,21 9,760 323,560 

623,560 7,589,760 673,560 

2,475,000 

842,908 

35,757 18,681 18,681 

46,064 2,193,464 21 9,346 

81 ,821 5 ,530,053 238,027 

$ 705,381 $ 13,119,81 3 $ 911 ,587 

Ending Due within 

Reductions Balance One Year 

$ 81 ,540 $ 689,690 $ 88,065 
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16. FUND BALANCES 

As of June 30, 2011, fund balances is comprised of the following: 

Housing and 
Urban Other 

Development State Loan Debt Governmental 
General Programs Asslgment 2,045,000 Service Funds Total 

Restricted: 
General government $ $ $ 735,559 $ $ $ 854,399 $1,589,958 
Public safety z_ 
Public works 
Culture 
Recreation 
Health and welfare 168,177 168,177 
Capital outlays 1,656,243 1,043,19p 476,743 3,176,182 
Debt service 1,464,814 1,464,814 

Assigned: 
General government 146,360 146,360 
Public safety 3,566 3,566 
Public works 104,317 104,317 
Culture 4,879 4,879 
Recreation 11,713 11,71 3 
Health and welfare 500 500 

Unassigned (134,389) (473,542) (234,055) (841,986) 

$136,946 $ (305,365) $2,391,802 $1,043,196 $1,464,814 $ 1,097,087 $5,828 ,480 

17. FUND BALANCE DEFICIT 

The following funds had a deficit in fund balance at June 30, 2011: 

Fund Deficit 

HUD Program $ 305,365 

Total $ 305.365 

The deficit of this fund will be eliminated by grant proceeds in fiscal year 2012. 
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18. NET ASSETS 

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

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

Total invested in capital assets, net of related debt 

19. RETIREMENT PLAN 

a. Plan Description 

$25,207,504 
6,370,000 
1.535.245 

$17.302.259 

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

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

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

ERS provides retirement, death and disability benefits. Disability retirement 
benefits are available to members for occupational and non-occupational 
disabilities. Retirement benefits depend upon age at retirement and number of 
years of credited service. Benefits ve::;t after ten years of plan participation. 

Members who have attained an age of at least fifty-five (55) years and have 
completed at least twenty-five (25) years of creditable service or members who 
have attained an age of at least fifty-eight (58) years and have completed at least 
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The amounts of the annuity will be one and one-half percent of the average 
compensation multiplied by the number of years of creditable service up to twenty 
years, plus 2% of the average compensation multiplied by the number of years of 
creditable service in excess of twenty years. In no case the annuity will be less 
than $200 per month. 

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

{. 

Disability retirement benefits are available to members for occupational and non­
occupational disability. However, for non-occupational disability a member must 
have at least ten (1 0) years of service. 

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

On September 24, 1999, an amendment to Act No. 447 of May 15, 1951 , wh ich 
created ERS, was enacted with the purpose of establishing a new pension 
program (System 2000). Employees participating in the current system as of 
December 31, 1999, may elect to stay in the defined benefit plan or transfer to the 
new program. Persons joining the Municipality on or after January 2000, will only 
be allowed to become members of System 2000. System 2000 will reduce the 
retirement age from 65 years to 60 for those employees who joined the current 
plan on or after April 1, 1 990. 

System 2000 is a hybrid defined contribution plan , also known as a cash balance 
plan. Under this new plan, there will be a pool of pension assets, which will be • 
invested byERS, together with those of the current defined benefit plan . Benefits 
at retirement age will not be guaranteed by the Commonwealth of Puerto Rico. 
The annuity will be based on a formula which assumes that each year the 
employee's contribution (with a minimum of 8.275% of the employee's salary upon 
to a maximum of 1 0%) will be invested in an account which will be either: (1) earn 
a fixed rate based on the two-year Constant Maturity Treasury Note or, (2) earn 
rate equal to 75% of the return of the ERS's investment portfolio (net of 
management fees) , or (3) earn a combination of both alternatives. Participants 
will receive periodic account statements similar to those of defined contribution 
plans showing their accrued balances. Disability pensions will not be granted 
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under System 2000. The employer's contribution (9.275% of the employee's 
salary) will be used to fund the current plan. 

b. Contribution Requirements 

Commonwealth legislation requires employees to contribute 5. 775% of gross 
salary up to $6,600 plus 8.275% of gross salary in excess of $6,600. The 
Municipality's contributions are 9.275% of gross salary. Contributions' 
requirements are established by law. The actuarially determined contribution 
re'--quirement and contributions actually made for the t)'ear ended June 30, 2011 
was approximately $397,375. The Municipality's payroll for employees covered by 
ERS was approximately $5.5 million. The Municipality total payroll for all 
employees was approximately $7.0 million. 

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

20. RISK MANAGEMENT 

The Risk Management Division of the Municipality's Legal Department is responsible 
of assuring that the Municipality's property is properly insured. Annually, the Risk 
Management Division compiles the information of all property owned and its 
respective market value. After evaluating this information, the Risk Management 
Division submits the data regarding the Municipality's properties to the Area of Public 
Insurance at the Department of the Treasury of the Commonwealth of Puerto Rico 
who is responsible for purchasing all property and casualty insurance policies of all 
municipalities. 

21. LEASES 

Operating Leases 

Leasing Arrangement with the Municipality as Lessor: 

a. The Municipality leases spaces in its Market Place and Transportation center 
under operating lease agreements with terms ranging from one to five years. 
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b. Total income from leases during the year ended June 30, 2011 was approximately 
$17,246. 

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

Leasing arrangements with the Municipality as lessee. 

The Municipality is obligated under noncancellable operational leases, with periods 
l not longer than one year. l 

22. LANDFILL CLOSURE AND POSTCLOSURE COSTS 

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

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

23. CONTINGENCIES 

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

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

The Municipality of Maca had several outstanding or planned construction projects as 
of June 30, 2011 . These projects are evidenced by contractual commitments with 
contractors. The construction projects are commitments of the Other Governmental 
fund that amounted to approximately $1,457,693. 

25. SUBSEQUENT EVENTS 

In preparing these financial statements, the Municipality has evaluated events and 
transactions for potential recognition or disclosure through December 19, 2011, the 
date the financial statements were issued. 

-49-



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

Federal Grantor/Program Title 

U.S. Department of Housing and Urban 
Development (HUD) 
Direct Program: 
Section 8 Vouchers Program 
Pass-throuqh State -Commonwealth of Puerto Rico/Commissions Office of 
Municipal Affairs- Community Development Block Grant - States Proqram 
SBGP 

Pass-through State -Commonwealth of Puerto Rico/Commissions Office of 
Municipal Affairs - Community Development Block Grant - States Program 
SBGP-ARRA 

Pass-through Department of Family: 
Homeless Prevention And Rapid Re-Housing 
Program (Recovary Act Funded) 

Subtotal U.S. Department of HUD 

U.S. Department of Labor 
Pass-through Human Resources and Occupational Development Council : 
Youth Program Activities 

Subtotal U.S. Department of Labor 

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

Special Programs for the Aging- Title Ill, Part B Grants for Supportive 
Services and Senior Centers 
Special Programs for the Aging Title Ill, PartE, National Family 
Caregivers Support 

Subtotal U.S. Department of HHS 

U.S. Department of Agriculture 
Direct Program : 

Housing Preservation Grant 
Subtotal U.S. Department of Agriculture 

U.S. Department of Education 
Pass-through Department of Education 

Tecnology without limits 
Subtotal U.S. Department of Education 

U.S. Department of Homeland Security 
Pass-through Puerto Rico Governor's Office (Governor's Authorized 
Representatiye GAR) Hazard Mitigation 

Subtotal U.S. Department of HS 

U.S. Department of Energy 
Direct Program: 

Energy Efficiency and Conservation Block Grant 
Subtotal U.S. Department of Energy 

U.S. Department of Transportation 
Pass-through Department of Transportation (Traffic Safety Commission) 

State and Community Highway 
Subtotal U.S. Department of Transportation 

Federal 
CFDA 
Number 

14.871 
14.228 

14.255 

t 
14.257 

17.259 

93.044 

93.052 

10.433 

BP031 

9'7.039 

81 .128 

20.600 

See notes to schedule of expenditures of federal awards. 
-50-

Federal 
Disbursements/ 

Expenditures 

$ 321 ,606 
713,839 

213,196 

178,497 
1,427,138 

123,946 
123,946 

49,703 

8,738 
58,441 

25,268 
25,268 

8,277 
8,277 

10,034 
10,034 

153,587 
153,587 

8,032 
8,032 
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1. SIGNIFICANT ACCOUNTING POLICIES 

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

2. BASIS OF PRESENTATION 

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

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

governmental funds 

Total expenditures per schedule of expenditures 
of federal awards 
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$ 1 ,427,138 
77,718 

8,032 

301 ,835 

$ 1,814,723 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

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

To the Honorable Mayor and 
Municipal Le:gislature 
Municipality of Maca 
Maca, 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 Maca, as of and for the 
year ended June 30, 2011 , which collectively comprise the Municipality's basic financial 
statements and have issued our report thereon dated December 19, 2011 . We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial aud its contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control over Financial Reporting 

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

A deficiency in internal control exists when the design or operation of a. control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct misstatements on a timely basis. A material 
weakness is a deficiency, or combination of deficiencies, in internal control, such that there 
is a reasonable possibility that a material misstatement of the entity's financial statements 
will not be prevented, or detected and corrected on a timely basis. 
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Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control over financial reporting that might be deficiencies, significant 
deficiencies or material weaknesses. We did not identify any deficiencies in internal 
control over financial reporting that we consider to be material weaknesses, as defined 
above. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Municipality of Maca'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 sllch an 
opinion. The results of our test disclosed no instances of noncompliance or other matters 
that are required to be reported under Government Auditing Standards. 

This report is intended solely for the information 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 other 
than these specified parties. 

San Juan, Puerto Rico 
December 19, 2011 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH 
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL 

EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL 
CONTROLOVERCOMPLIANCEINACCORDANCE 

To the Honorable Mayor 
and Municipal Legislature 
Municipality of Maca "­
Maca, Puerto Rico 

Compliance 

WITH OMB CIRCULAR A-133 

We have audited Municipality of Maca's compliance with the types of compliance 
requirements described in the OMB Circular A-133 Compliance Supplement that could 
have a direct and material effect on each Municipality of Maca's major federal programs for 
the year ended June 30, 2011. Municipality of Maca's major federal programs are 
identified in the summary of auditor's results section of the accompanying schedule of 
findings and questioned costs. Compliance with the requirements of laws, regulations, 
contracts and grants applicable to each of its major federal programs is the responsibility of 
Municipality of Maca's management. Our responsibility is to express an opinion on 
Municipality of Maca's compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the 
United States; and GMB Circular A-133, Audits of States, Local Governments, and Non­
Profit Organizations. Those standards and OMS 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 Maca's compliance with those requirements and performing 
such other procedures as we considered necessary in the circumstances. We believe that 
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal 
determination on Municipality of Maca's compliance with those requirements. 

-54-



In our opm1on, the Municipality of Maca, 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, 2011. However, the results of our 
auditing procedures disclosed instances of noncompliance with those requirements, which 
are required to be reported in accordance with OMS Circular A-133 and which are 
described in the accompanying schedule of findings as questioned cost as items 11-1 
through 11-2. 

Internal Control over Compliance 

Management of Municipality of Maca is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, 
contracts and grants applicable to federal programs. In planning and performing our audit, 
we considered Municipality of Moca's internal control over compliance with the 
requirements that could t..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 internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, 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 for the limited purpose described 
in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over compliance that might be deficiencies, significant deficiencies, or 
material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 

Municipality's responses to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. We did not audit Municipality's 
response and, accordingly, we express no opinion on it. 
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This report is intended solely for the information and use of management, Commissioner 
Office 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 other 
than these specified parties. 

San Juan, Puerto Rico 
December 19, 2011 
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1. SUMMARY OF AUDIT RESULTS 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 

Material weakness (es) identified? 

(._ 

Significant deficiency (ies) identified? 

Noncompliance material to financial statements noted? 

Federal Awards 

Internal control over major programs: 

Material weakness (es) identified? 

Significant deficiency (ies) identified? 

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

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

Identification of major programs: 

SBGP 

Unqualified opinion 

Yes X No 

Yes X No 

Yes X No 

Yes X No 

X Yes No 

Unqualified opinion 

X Yes No 

14.228 
14.255 
14.257 

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

Dollar threshold used to distinguish between type A and Type 8 programs: $300,000 

Audited qualified as low-risk auditee? X Yes No 

-57-



COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

2. FINDINGS- FINANCIAL STATEMENTS AUDIT 

None 

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

a. Community Development Block Grant - CFDA No. 14.228 

Condition 11-1 - Program Income . .______ 
The Municipality did not comply with the requirement of preparing and filing the 
program income quarterly report for the period ended September 301 20101 
December 2010, March 31 I 2011 and, June 30, 2010, in a timely basis. During 
our examination, we noted that the Municipality did not send or not send in time 
the quarterly report for the following period ended: · 

Report 

September 2010 
December 2010 

March 2011 
June 2011 

Cause 

Report Period 

July to September 2010 
October to December 2010 

January to March 2011 
April to June 2011 

Due Date 

10/30/10 
1/31/11 
4/30/11 
7/31/11 

Submitted 

3/1 0/11 [J. )II\ 
11/2/10 ; · 

Not submitted r:f' 
Not submitted 

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

Effect 

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

Criteria 

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

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

Recommendation 

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

Questioned Costs 

None 

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

Condition 11-2 - Period of Availability of Federal Funds 

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

Cause 

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

Effect 

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

Criteria 

Based in the American Recovery and Reinvestment Act of 2009 (ARRA, 123 Stat ~ 

221 ), the Municipality has a period of 2 years to spend at least 60 percent of funds 
and 3 year in which the 100% of funds should be spend. 

Recommendation 

The Municipality must establis:-J procedures to increase the expenses in the next 
months in order to comply with this requirement. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

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

Questioned Cost 

None 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF MOCA 

SCHEDULE OF STATUS OF PRIOR YEAR 
AUDIT FINDINGS AND QUESTIONED COSTS 

FOR THE FISCAL YEAR ENDED JUNE 30, 2011 

No prior years findings. 
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