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INDEPENDENT AUDITOR'S REPORT 

Hon. Jose C. Aponte Dalmau and 

Members of the Municipal Legislature of the 
Commonwealth of Puerto Rico 

Municipality of Carolina 
Carolina, Puerto Rico 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund infonnation of Commonwealth of Puerto Rico, Municipality of Carolina, 

as of and for the year ended June 30, 2014, and the related notes to the financial statements, which 
collectively comprise the Municipality's basic financial statements as listed in the table of contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 

of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generaJly accepted in the United States of America. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor's judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity' s internal 

control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

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

audit opinions . 
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INDEPENDENT AUDITOR'S REPORT (CONTINUATION) 

Opinions 

In our opinion, 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 Commonwealth of Puerto Rico, Municipality of Carolina, as of June 30, 2014, and 
the respective changes in financial position for the year then ended in accordance with accounting principles 
generally accepted in the United States of America ' 

Other Matters 
Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's 
discussion and analysis and budgetary comparison information on page_s 3-25 and 99 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 fmancial reporting for placing the basic financial 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 obtained during our audit of the basic fin.,ancial 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. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Commonwealth of Puerto Rico, Municipality of Carolina's basic financial statements. The 
supplementary information shown in pages I 01 through 102, are presented for purposes of additional 
analysis as required by the U.S. Department of Housing and Urban Development, Office of the Inspector 
General, and is not a required part of the financial statements. The 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. 

The supplementary information and the schedule of expenditures of federal awards are the responsibility 
of management and was derived from and relate directly to the underlying accounting and other records 
used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used 
to prepare the basic financial statements or to the basic financial statements themselves, and other additional 
procedures in accordance with auditing standards generally accepted in the United States of America In 
our opinion, the supplementary information and the schedule of expenditures of federal awards are fairly 
stated in all material respects in relation to the basic financial statements as a whole. 
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INDEPENDENT AUDITOR'S REPORT (CONTINUATION) 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing StC111dards, we have also issued our report dated February 13, 
2015, on our consideration of the Commonwealth of Puerto Rico, Municipality of Carolina•s internal 

control over financial reporting and on our tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
Commonwealth of Puerto Rico, Municipality of Carolina's internal control over financial reporting and 
compliance. 

San Juan, Puerto Rico 

February 13, 2015 

The stamp number 2702466 License #96 
was affixed to the original report Expires December 1, 2017 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

As management of the Municipality of Carolina (the Municipality), we offer readers the 
following discussion and analysis of the Municipality' s financial activities reported in the 
accompanying basic financial statements for the fiscal year ended June 30, 2014. We 
encourage readers to consider the information presented here in conjunction with additional 
information that we have furnished in the accompanying basic financial statements . 

During fiscal year ended June 30, 2002, the Municipality implemented the financial 
reporting standards established by Statement No. 34, Basic Financial Statements and 
Management Discussion and Analysis for the State and Local Governments, issued by the 
Government Accounting Standards Board (commonly known as GASB 34). According to 
this statement, significant required changes in content and structure have been made in the 
accompanying Municipality' s basic financial statements as of and for the fiscal year ended 
June 30, 2014, which make the accompanying basic financial statements not easily 
comparable to the Municipality' s general purpose financial statements issued in prior 
years. 

This Management' s Discussion and Analysis (MD&A) is prepared as a result of the 
requirement of GASB 34, and it has been designed accordingly with the following goals: 

a) Assist the reader in focus ing on significant financial issues, 
b) Provide an overview of the Municipality' s financial activity, 
c) Identify changes in the Municipality's financial position (its ability to address the 

next and subsequent year challenges), 
d) Identify any material deviations from the financial plan (the approved budget), and 
e) Identify individual fund issues or concerns. 

Since the MD&A is designed to focus on the current year activities, resulting change·s and 
currently known facts, please read it in conjunction with the accompanying basic financial 
statements. 

FINANCIAL IDGHLIGHTS 

A. Government-Wide Highlights: 

}> The Municipality's assets exceeded its liabilities (net position) by $1 ,714,590,403 at 

June 30, 2014, for an increase of $4,572,052 as compared with last fiscal year. Of total 
net position, $25,563,657 are unrestricted. Net position may be used to meet the 
Municipality' s current operations. 

}> The Municipality' s assets increased from $2,154,757,869 at June 30, 2013 to 
$2,183,312,561 at June 30, 2014, for an increase of$28,554,692. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

FINANCIAL IDGHLI GHTS (Continuation) 

A. Government-Wide Higltligltts: (Continuation) 

>- The liabilities and deferred inflows of the Municipality increased from $444,647,063 
at June 30, 2013 to $468,722,158 at June 30, 2014, for an increase of$24,075,095. 

>- The revenues of the Municipality increased from $195,769,257 for the fiscal year ended 
June 30, 2013 to $203,386,083 for the fiscal year ended June 30, 2014, for an increase 
of $7 ,616,826. 

>- The Munic.ipality's expenses decreased from $201,385,221 for the fiscal year ended 
June 30, 2013 to $198,814,031 for the fiscal year ended June 30, 2014, for a decrease 
of $2,571 ,190. 

B. Governmental. Funds Highlights: 

>- The total fund balances of governmental funds amounted to $149,852,562 at June 30, 
2014, which represented an increase by $16,118,584 (revenues and other financing 
sources under expenditures and other financing uses) during fiscal year ended June 30, 
2014. 

>- The total assets of governmental funds increased from $221 ,586,141 at June 30, 2013 
to $244,612,571 at June 30, 2014, for an increase of $23,026,430. 

);> The governmental fund ' s total liabilit ies and deferred inflows increased from 
$88,174,806 at June 30, 2013 to $94,760,009 at June 30, 2014, for an increase of 
$6,585,203. 

>- The total revenues of governmental funds increased from $187,528,211 for the fiscal 
year ended June 30, 2013 to $192,783,992 for the fiscal year ended June 30, 2014, for 
an increase of $5,255,781. 

);> The governmental fund 's total expenditures increased from $223,877,700 for the fiscal 
year ended June 30, 2013 to $229,626,287 for the fiscal year ended June 30, 2014, for 
an increase of $5,748,587. 

>- Other financing sources (uses), net, of governmental funds increased from $28,912,277 
for the fiscal year ended June 30, 2013 to $52,960,879 for the fiscal year ended June 
30, 2014, for an increase of $24,048,602. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 

The purpose of financial reporting is to provide external users of basic financial statements with 
information that will help them to make decisions or draw conclusions about the Municipality. 
There are many external parties that use the basic financial statements of the Municipality; 
however, these parties do not always have the same specific objectives. Tn order to address the 
needs of as many parties as reasonably possible, the Municipality, in accordance with required 
financial reporting standards, presents this Management's Discussion and Analysis (MD&A) as 
an introduction to the Municipality's basic financial statements. 

This narrative represents an overview and analysis of the financial statements of the Municipality 
as of and for the fiscal year ended June 30, 2014. Because this MD&A is designed to focus on the 
current year activities, resulting changes and currently known facts, we encourage readers to 
consider the information presented in this MD&A in conjunction with the additional information 
furnished in the accompanying basic financial statements. The Municipality' s basic financial 
statements include three (3) components: I) the government-wide financial statements (GWFS), 
2) governmental fund financial statements (OFFS), and 3) notes to the financial statements (NFS). 

This report also contains additional required supplementary information (budgetary schedule) in 
addition to the basic financial statements themselves. These components are described below. 

The financial statements focus on: (1) the Municipality as a whole (government-wide financial 
reporting) and, (2) the Municipality's major individual governmental funds. Both perspectives 
allow the users to address relevant questions, broaden a basis for comparison (year to year or 
government to government) and enhance the Municipality's accountability. The components of 
the basic financial statements are described below: 

A. Government-Wide Financial Statements 

The government wide fmancial statements (GWSF) are composed of: (1) the statement of 
net position (SNP) and (2) the statement of activities (SA). These financial statements can 
be found immediately following this MD&A. GWFS are designed to provide readers with 
a broad overview of the Municipality's operations as a whole in a manner similar to private
sector business. These statements provide short-term and long-term information about the 
Municipality's financial position, which assist the Municipality's management to 
determine the economic condition at June 30, 2014. The GWFS present the financial 
position of the Municipality from the economic resources measurement focus using the 
accrual basis of accounting. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the F iscal Year E nded June 30, 2014 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (Continuation) 

A. Government-Wide Financial Statements (Continuation) 

1. Statement of Net Position 

The purpose of SNP is to attempt to report all assets owned, deferred outflows as 
applicable, all liabilities owed and deferred inflows of the Municipality. The 
Municipality reports all of its assets when it acquires ownership over the assets and 
reports all of its liabilities when they are incurred. For example, the Municipality 
reports buildings and infrastructure as assets, even though they are not available to pay 
the obligations incurred by the Municipality. On the other hand, the Municipality 
reports liabilities, such as claims and judgments or municipal solid waste landfi ll 
closure and post-closure care costs, even though these liabilities might not be paid 
until several fiscal years into the future. 

The difference between the Municipality's total assets, deferred outflows (as 
applicable), total liabilities and deferred inflows reported in SNP is presented as net 
position, which is similar to the total owners' equity reported by a commercial 
enterprise in its financial statements. Although the purpose of the Municipality is not 
to accumulate its total economic resources, which is as this net position amount 
increases or decreases over time, such amount represents a useful indicator of whether 
the financial position of the Municipality is either improving or deteriorating, 
respectively. 

2. Statement of Activit ies 

The SA presents information showing how the Municipality' s net position changed 
during the fiscal year ended June 30, 2014, by presenting all of the Municipality's 
revenues and expenses. As previously discussed, the items reported in SA are 
measured in a manner simi lar to the approach used by a commercial enterprise in that 
revenues are recognized when earned or established criteria are satisfied and expenses 
are recorded when incurred by the Municipality. 
Consequently, revenues are reported even when they may not be collected for several 

months after the end of the fiscal year and expenses are recorded even though they 
may not have used cash during the current year. 

Although SA looks different from a commercial enterprise's income statement, the 
difference is only in format, not substance. Whereas the bottom line in a commercial 
enterprise represents its net income, the Municipality reports an amount described as 
net change in its net position, which is essentially the same concept. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year E nded June 30, 2014 

OVER VIEW OF THE BASIC FINANCIAL STATEMENTS (Continuation) 

A. Government-Wide Financial Statements (Continuatio11) 

2. Sta tement of Activities (Continuation) 

The focus of SA is on the net revenue (cost) of various activities provided by the 
Municipality. The statement begins with a column that identifies the cost of each of the 
Municipality's major functions. Another column identifies the revenues that are 
specifically related to the classified governmental functions. 

The difference between the expenses and revenues related to specific 
functions/programs identifies the extent to which each function of the Municipality 
draws from general revenues or is self-financing through fees, intergovernmental aid 
and other sources of resources. This statement also presents a comparison between 
direct expenses and program revenues for each function of the Municipality. OWFS 
and OFFS present all of the Municipality' s governmental activities, which are 
supported mostly by taxes and intergovernmental revenues (such as federal and state 
grants and contributions). 

The SA is intended to summarize and simplify the user' s analysis of the costs of 
governmental services. The governmental activities reflect basic services, including 
public safety, public works and transportation, solid waste disposal and sanitation, 
recreation and sports, education, public housing and building, health, economic 
development activities and general government services. This statement also presents 
a comparison between direct expenses and program revenues for each function of the 
Municipality. 

B) Governmental Fund Financial Statements 

The OFFS are composed of: I) balance sheet-governmental funds and 2) statement of 
revenues, expenditures and changes in fund balances-governmental funds. These financial 
statements report the financial position and results of operations of the Municipality's 
governmental funds, with an emphasis on the Municipality's major governmental funds. 

A fund is a grouping of related accounts that is used to maintain control over resources 
that have been segregated for specific activities or objectives. The Municipality, like most 
other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with financial related legal requirements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended J une 30, 2014 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (Continuation) 

B) Govemmental Fund Financial Statements (Continuation) 

Each fund is considered an independent fiscal entity accounted for within a set of self
balancing accounts that comprise its assets, deferred outflows (as applicable), liabilities, 
deferred inflows, fund equity, revenues and expenditures. 

Fund accounting segregates funds according to their intended purpose and is used to aid 
management in demonstrating compliance with legal, financial and contractual 
provisions. 

Governmental funds are used to account for all of the services provided by the 
Municipality. These funds are used to account for essentially the same functions reported 
as governmental activities in the government-wide financial statements. Unlike the 
GWFS, the focus of GFFS is directed to specific activities of the Municipality rather than 
the Municipality as a whole; therefore, GFFS report the Municipality' s operations in more 
detail than the GWFS. 

The governmental fund financial statements provide a detailed short-term view of the 
Municipality' s finances that assist in determining whether there will be adequate current 
financial resources available to meet the current needs of the Municipality, that is to say, 
evaluating the Municipality' s near-term financing requirements. For financial reporting 
purposes, the Municipality classifies its governmental funds within the following types: 
(1) general fund, (2) debt service fund, (3) capital project fund, ( 4) economic development 
fund and (5) workforce investment fund. Each major fund is presented in a separate 
column in the governmental funds balance sheet and the governmental funds statements 
of revenues, expenditures and changes in fund balances. 

GFFS are prepared on an accounting basis that is significantly different from that used to 
prepare GWFS. In general, OFFS focus on near-term inflows and outflows of expendable 
financial resources, consequently, generally measure and account for cash and other assets 
that can easily be converted to cash. For example, amounts reported on the balance sheet 
include capital assets within a very short period, but do not include capital assets such as 
land and buildings. Governmental fund liabilities generally include amounts that normally 
are going to be paid within a very short period after the end of the fiscal year. The 
difference between a fund ' s total assets and total liabilities is reported as the fund balance 
and generally indicates the amount that can be used to finance the next fiscal year's 
activities. Likewise, the operating statement for governmental funds reports only those 
revenues and expenditures that were collected in cash or paid with cash, respectively, 
during the current fiscal year or very shortly after the end of the fiscal year. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

OVERVIEW OF THE BASIC FINANCIAL STATEMENTS (Continuation) 

B) Governmental Fund Financial Statements (Continuation) 

Because the focus of GFFS is narrower than that of the GWFS, it is useful to compare the 
fund information presented for governmental funds with similar information presented for 
governmental activities in the GWFS. By doing so, readers may better understand the 
long-term impact of the Municipality's near-term financial decisions. Both the 
governmental funds balance sheet and the governmental funds statement of revenues, 
expenditures and changes in fund balances provide a reconciliation to facilitate the 
comparison between governmental funds and the governmental activities reported in the 
government-wide financial statements. 

The Municipality has five (5) major governmental funds. Each major fund is presented in 
a separate column in the governmental funds' balance sheet and the governmental funds ' 
statement of revenues, expenditures and changes in fund balances. The five major 
governmental funds are: (1) general fund, (2) debt service fund, (3) permanent 
improvements bonds fund, (4) economic development fund and (5) workforce investment 
fund. 

The differences of results between governmental activities and governmental funds are 
explained in a reconciliation schedule following each governmental fund financial 
statement. 

C. Notes to Financial Statements 

The NFS provide additional information that is essential to a full understanding of the data 
provided in the government-wide and fund financial statements. The notes to the basic 
statements can be found immediateiy foiiowing the basic financial statements. 

D. Required Supplementary Information 

The basic financial statements are followed by a section of required supplementary 
information consisting of a budgetary comparison between actual operating results with 
the original budget and the final amended budget for the general fund. 

This Space Has Been Left Blank Intentionally 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Government- Wide Financial Statements 

The Municipality's overall fi nancial position and operations for the last two fiscal years are summarized 
as follows, based on the information included in the accompanying GWFS: 

Comparative Condensed Statement of Net Position 
Governmental Activities 

Assets: 

Current assets 

Noncurrenc assets: 

Capital assets, net 
Other noncurrent assets 

Total assets 

Liabilities: 

Current liabilities 
Long-term liabilities due within one year 
Noncurrent liabilities: 

Long term liabilities due after one year 

Total liabilities 

Deferred inflows 

Net position: 

Net investment in capital assets 
Restricted 
Unrestricted 

Total net position 

June 30, 

$ 

2014 

232,650,372 

1,950,662, 189 

2,183,312.561 

33,424,106 
25,581 ,000 

379,786, 705 

438,791,81 l 

29,930,347 

1,539,437,085 
l 49,589,661 
25,563,657 

$ 1,714,590,403 

$ 

2013 

212,806,312 

1,940,336,966 
1,614,591 

2, 154,757,869 

26,67 1,665 
27,022,424 

362, 188,681 

415,882,770 

28,764,293 

1,592,60 l ,999 
11 1,719,001 

5,789,806 

$ 1,710,110,806 

As noted earlier, net pos1t1on may serve over time as useful indicator of the Municipality's 
financial position. In the case of the M unicipality, net position (excess of assets over liabilities) 
amounted to $1,714,590,403 at June 30, 201 4. 
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COMMONWEAL TB OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

F inancial Analysis of Government-Wide Financial Statements (Continuation) 

The Municipality's current assets amounting to $232,650,372 are mainly composed of restricted 
cash ($ 162,250,413), unrestricted cash and certificates of deposits ($36,825,6 13), federal grants 
receivables ($12,884,950), property taxes receivable ($4,880,283), municipal license taxes 
receivable ($4,824,645), intergovernmental grants ($6,476,055) and sales taxes receivable 
($2, 751,842). 

The restricted cash represents resources legally designated for: (1) payments of debt service, (2) 
the acquisition, construction and improvement of major capital assets and (3) the operations of 
federally and state funded programs. Restricted cash also consists of unspent proceeds of bonds 
issued to pay accounts payable and certain specific commitments. 

The short-term investments in certificates of deposit are unrestricted and available to meet 
operational needs and obligations with citizens and creditors. Restricted property taxes receivable 
represent resources set aside to redeem the bonds of the Municipality in minimum annual or 
biannual principal and interest payments . 

The Municipality's non-current assets, are composed of capital assets amounting to 
$1,950,662,189 at June 30, 20 14,, with a cost basis of $2,108,531,575 which are reported net of 
accumulated depreciation, and amortization of$157,869,386. 

At June 30, 2014, the Municipality' s current liabilities amounting to $59,005, 106 are mainly 
composed of the portion due within one year of bonds and notes payable ($25,581,000), accounts 
payables and accrued liabilities ($ 12,549,471), notes payable ($10,768,156) and due to other 
government agencies ($3 ,886,681 ). Deferred inflows of resources are composed mainly of 
advance municipal license taxes ($29,017,286). As noted in the condensed statements of net 
position, the Municipality's current assets exceeded current liabilities by $173,645,266 for a 
current ratio (current assets to current liabilities) of 3.94 ($3.94 of current assets per each $1 of 
current liabilities). 

The Municipality's noncurrent liabilities, amounting to $379,786,705 at June 30, 2014, are mainly 
composed of portions due after one year of bonds and notes payable ($348, 792,000), compensated 
absences ($14,938,084), interest due for notes payable to CRIM ($3,463,300), governmental 
agencies payables ($9,331,068), estimated liability for the municipal solid waste landfill closure 
and post closure care costs ($1,534,850) and accrued legal claims ($1,727,403). 

The largest portion of the Municipality' s net position is the net investment in capital assets which 
amount to $1,539,437,085. The Municipality's net position is also composed of net position 
amounting to $149,589,661 that is restricted mainly for (1) future debt service payments and (2) 
the future acquisition or construction of capital assets. In addition, the Municipality' s net position 
includes an unrestricted component of $25,563,657. 

12 

Gr G oNZALEZ T oRRES & C o., PSC 
Certified Public Accountants and Consultants 
,,....-. d'. ir.JCPA. Pit Socot<y ol Cf'A ond ... ...., .... ol Ce<lified F.-~ 



-
-

-

-
-

-

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Government-Wide Financial Statements (Continuation) 

The portion of the Municipality's net position invested in capital assets, such as land, buildings, 
equipment and infrastructure (roads, improvements and other immovable assets), less any 
outstanding related debt used to acquire those assets, are used by the Municipality to provide 
services to its citizens. Consequentially, these assets are not available for future spending. 
Although the Municipality's net investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other sources, 
since the capital assets themselves cannot be used to liquidate these liabilities. 

The restricted portion of net position represents resources that are subject to external restrictions 
on how they may be used. The remaining balance of unrestricted net position may be used to meet 
the Municipality' s ongoing obligations to residents and creditors. Internally imposed designations 
of resources are not presented as restricted portion of net position. 

This Space Has Been Left Blank Intentionally 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and AnaJysis .... For the Fiscal Year E nded June 30, 2014 

- 2014 2013 

Program Revenues: 

Operating grants and contributions $ 18,259,241 $ 18,880,733 - Capital grants and contributions 2,341,634 2,869,170 
Charges for services 61970,089 7!86 11054 

Total program revenues 27,570,964 29,610,957 

Ge11eral R evenues: 

Property taxes 87,609,443 82,299,192 
Municipal license taxes 35,909,866 36,461 ,751 
Sales taxes 24,697, 134 23,521,966 
Construction excise and permits 6,424,631 6,760,435 - Intergovernmental grants 19,954, 148 15,426,024 
Other general revenues 1,219,897 1,688,932 

Total general revenues 175,815,1 19 166, 158,300 - Total revenues 203,386,083 195,7691257 

Program Expenses: - General government 53,252,336 50,472,764 
Public safety 18,111 , 123 16,845,330 

- Public works, streets and transportation 42,804,544 41 ,303,948 
Sanitation 20,912,420 23,000,471 
Health 7,885,802 7,885,802 

- Recreation and sports 8,044,682 8,944,926 
Education and training 13,391 ,682 13,860,942 
Housing and buildings 13,354,098 17,004,337 
Economic deveiopment 1,627.614 2,872,900 
Welfare 5,417, 116 6,259,858 
Employment opportunities 2,284,937 2,195,260 
Interest on long-term obligations 11,727,677 10,738,683 

Total expenses 19818 I 4103 1 201,385,221 

Net increase (decrease) in net position 41572,052 {5,615,964) - Net position, at beginning of fiscal year 1,710, 110,806 1,718,211 ,648 
Prior period adjustment (92,455) (2,484,878) 
Net position, at beginning of year (restated) I 17101018,351 l ,715, 726,770 

Net position, at end of fiscal year $ 1,714,590,403 $ 1,710, l 10,806 

-
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year E nded Jone 30, 2014 

F inancial Analysis of Government-Wide Financia l Statements (Continuation) 

The total revenues of the Municipality increased from $195,769,257 for the fiscal year ended June 30, 2013 
to $203,386,083 for the year ended June 30, 2014, for an increase of $7 ,616,826. Of current year revenues, 
$154,641 ,074 (76%) came from property taxes, municipal license taxes, sales taxes and construction excise 
and permits, while $40,555,023 (20%) and $6,970,089 (3%) came from grants and charges for services, 
respectively. The most significant fluctuations among the current fiscal year revenues and those of prior 
fiscal year were as follows: 

• Total program revenues (Operating grants and contributions, capital grants and charge for service) 
decreased by $2,039,993 during the fiscal year. Operating grants and contributions decreased by 
$621,492 as compared with last fiscal year. 

• Property taxes increased by $5,310,251 during the fiscal year. 

• Municipal license taxes decreased by $551 ,885, as compared with last fiscal year. 

• Sales taxes increased by $1,175,168, as compared with last fiscal year. 

• The Municipality's expenses cover a wide range of services. During fiscal year 2013-14, the 
Municipality's total expenses decreased from $201,385,221 for the fiscal year ended June 30, 2013 
to $198,814,031 for the fiscal year ended June 30, 2014, for a decrease of $2,571,190. 

• The largest expenses were those related to public works, streets and transportation ($42,804,544) 
and general administrating and operating costs ($53,252,336), which were classified as "general 
government". 

• Sanitation expenses decreased by $2,088,051, while housing and economic development, 
decreased by $3,650,239 and $1,245,286, respectively as compared with last fiscal year . 

This Space Has Bee11 Left Blank Intentionally 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The fo llowing table presents the comparative statements of net position for the fiscal years ended 
June 30, 2014 and 2013: 

2,500,000,000 

2,000,000,000 >-----

I 
1,500,000,000 ·-

I 
1,000,000,000 I 

I 
500,000,000 -

0 

Comparative Statement of Net Position 
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Assets Liabilities Net position 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The foJJowing table presents the composition of revenues for the fiscal years ended June 30, 
2014: 

Revenues - Governmental Activities 

Operating grants and 
contributions 

u Capital grants and 
contributions 

Iii Charges for services 

..J General Revenues 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The fo llowing table presents the composition of expenses for the fiscal years ended June 30, 
2014 and 2013: 

Expenses by Functions/Programs 
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50,000.000 

40,000,000 

30,000,000 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Governmental F unds Financial Statements 

As djscussed earlier, the Municipality uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. The focus of the Municipality's governmental funds is to provide 
information on near-term inflows, outflows and balances of expendable resources. Such infonnation is 
useful in assessing the Municipality's compliance with finance-related legal requirements. Specifically, 
fond balance may serve as a useful measure of the Municipality's net resources available for spending at 
the end of the fiscal year. 

At the end of the current fiscal year, Municipality's governmental funds reported a total fund balance of 
$149,852,562, an increase of$16,l 18,584 as compared with last fiscal year. The following is a condensed 
comparative presentation of the Municipality's balance sheet of the governmental funds: 

2014 

Assets: 

Total assets - major governmental funds $ 223,993,043 
Total assets - other governmental funds 20,619,528 

Total assets 244,612,571 

Liabilities and deferred inflows of resources: 

Total liabilities and deferred inflows - major 
governmental funds 84,149,934 
Total liabilities and deferred inflows - other 
governmental funds 10,610,075 

Total liabilities and deferred inflows 

of resources 94,760,009 

Fund balances: 

Restricted 78,951,036 
Committed 70,273,790 
Assigned 429,800 

Unrestricted 197,936 

Total fund balances 149,852,562 

Total liabilities; deferred inflows of 
resouces and fund balances $ 244,612,571 

G:;r G oNZALEZ ToRRES & C o., PSC 
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$ 199,075,031 

22,51l'1 10 

221,586,141 

77,335,205 

10,839,60 I 

88,174,806 

72,874,399 
56,569,963 

1,207,845 
2,759,128 

133,411,335 

$ 221,586,141 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management' s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Governmental Funds Financial Statements (Continuation) 

At June 30, 20 J 4, the total assets of governmental funds increased by $23,026,430 in comparison 
with the prior fiscal year principally for: (1) an increase in cash, certificate of deposits and cash 
with fiscal agent by $20,049,791, (2) an increase in due from other funds by $3,182,370, and (3) 
an increase in property tax receivable by $1 ,495,313. 

At June 30, 2014, the total liabilities and deferred inflows of governmental funds increased by 
$6,585,203 in comparison with the prior fiscal year principally for: (I) an increase of $5,922,312 
in advanced municipal license taxes, (2) an increase of $3,689,323 in matured bonds and interest 
payables, and (3) an increase of $3, 182,3 70 in due to other funds. 

At the end of the current fiscal year, total fund balances of the governmental funds reached 
$149,852,562. The following is a summarized financial analysis of the Municipality' s major funds 
as reported in the balance sheet: 

General Fund (GF) - The GF 's assets are mainly composed of unrestricted cash and certificate of 
deposits and cash with fiscal agent ($36, 756,300), due from other funds ($9,391 ,536), municipal 

license taxes receivables ($4,824,645) and sales taxes receivables ($2, 751 ,842). GF 's liabilities 
and deferred inflows of resources are mainly composed by advanced of municipal license taxes 
($29,017,286), due to government's agencies ($3,871,578), accounts payable and accrued 

liabilities ($8,001,710), and due to other funds ($2,539,121 ). 

Debt Service Fund CDSF) - The DSF's assets consist mainly of restricted cash with fiscal agent 
($77,671 ,508) and restricted property tax receivable ($4,880,283). DSF's liabilities and deferred 
inflows of resources are mainly composed of matured bonds and notes principal payable 
($20,266,000), matured interest due and payable ($4,929,140) and advanced property taxes 
($4,435,631). 

Capital Project Fund CCPF) - The CPF' s assets are mainly composed of cash and cash with fiscal 

agent of ($63,619,958), undistributed loan proceeds ($601,534), and due from other funds 
($ 1,102,860). CPF's liabilities are mainly composed of accounts payable ($3,342,014) and due to 
other funds ($4,975,945). 

Economic Development Fund CEDF) - The EDF's assets are mainly composed of cash of 
$4,253,629 and federal grant receivable for $3,373,355. EDF' s liabilities are mainly composed of 
accounts payables ($287,179) and short-term loans to other funds ($491, 150). 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management,s Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Governmental Funds Financial Sta tements (Continuation) 

Workforce Investment Act Fund CWTAF) - The WIAF's assets consist mainly of restricted cash 
($4,569) and federal grants receivable ($267,410). WlAF's liabilities are mainly composed of 
accounts payables and accrued liabilities ($274,037). 

Other Governmental Fund COGfl-The OGF's total assets are mainly composed of restricted cash 
($4,387,417), federal grants receivable ($9,244,185) and due from other funds ($1,134,372). The 
OGF's liabilities are principally composed of due to other funds ($3,668, 124), deferred inflows 
($5,648,400) and accounts payables and accrued liabilities ($503, 176). 

The following is a condensed comparative presentation of the Municipality's statement of 
revenues, expenditures and changes in fund balances of the governmental funds: 

2014 2013 

RevellW!s: 
Total revenues - major go.,,emmental funds $ 174,095,060 s 168.112,516 
Total revenues - other go\emmental funds 18,688,932 19,415.695 

Total re\-enues 192,783,992 187.528,211 

&penditures: 

Total expenditures - major governmental funds 207 ,606.4 18 201,945.820 
Total expenditures - other governmental funds 22,019,869 21,931.880 

Total expenditures 229.626,287 223 .877. 700 

Excess of expenditures over rel•enues (36,842,295) (36,349,489) 

Other financing sources (uses), net: 

Proceeds from debt issuance - major funds 43,860,000 27,245,000 
Proceeds from debt issuance - other funds 4,250 
Proceeds from line of credit 9,100,879 1,663,027 
Proceeds from sale of land 

Transfer from other funds - major funds 15,323,704 23,658,264 
Transfer from other funds - other funds 1,019,378 1,518,407 
Transfer to other funds - major funds ( 16,343,082) (24,133,445) 
Transfer to other funds - other funds (1 1043,226) 

52,960.879 28,9121277 

Net change in fund balalt.Ci! 16,118,584 (7,437,212) 

Fund balance, at beginning of year 133,411 ,335 140,766,2 13 
Prior period adjustments 322,643 82,334 

Fund balance, at beginning of year (restated) 1331733,978 140,848l547 
Fund balance, at end of fiscal year $ 149,8521562 s 133,41 1,335 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Governmental Funds F inancial Statements (Continuation) 

The Municipality's total revenues increased from $187,528,211 for the fiscal year ended June 30, 
2013 to $192,783,992 for the fiscal year ended June 30, 2014, for an increase of $5,255,781. Of 
this amount current year revenues, $144,143,972, (75%) came from property taxes, municipal 
license taxes, sales taxes and construction excise and permits, while $40,555,023 (21 %) came from 
intergovernmental and federal grants. The most significant fluctuations among tbe current fiscal 
year revenues and those of the prior fiscal year were as follows: 

• Property taxes increased by $3,814,937 

• Municipal licenses taxes decreased by $996,570. 

• Sales taxes increased by $765,643. 

• Federal grants, and interest income decreased by $556, I 55, and $120,432, respectively as 
compared with last fiscal year. 

• Construction, excise and permits decreased by $335,804. 

• The Municipality' s expenses cover a wide range of services. The largest expenses were 
related to capital improvements to streets, public works and transportation ($44,653,737) 
and general administrating and operating costs ($54,281 , 104), which were classified as 
"general government". 

• During fiscal year 2013-14, the Municipality's total expenditures increased from 
$223,877,700 for the fiscal year ended June 30, 2013 to $229,626,287 for the fiscal year 
ended June 30, 2014, for an increase of $5,748,587. 

The following is a summarized financial analysis of the Municipality' s major funds as reported in 
the statements of revenues, expenditures and changes in fund balances: 

General Fund (GF) - The GF' s revenues amounting to $133,115,091 are mainly composed of 
property taxes ($51,760,828), municipal license taxes ($31,166,580), sales taxes ($20,035,550), 
construction excise and permits ($6,424,631 ), intergovernmental grants and contributions 
($18,87 1,468), charge fo r services ($2,557,060) and interest income ($597,341). 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

Financial Analysis of Governmental Funds F inancial Statements (ConHnuation) 

The GF's expenditures amounting to $138,899,392 are mainly composed of general administrative 
and operational costs ($54,281, l 04), public safety operations ($ 18, 736,643), solid waste disposal, 
landfill operations and sanitation services ($20,626,872), public works, transportation and 
improvements to streets ($17,809,262) and health services ($7,885,802). The most significant 
fluctuation between the current fiscal year expenditures and those of the prior fiscal year occurred 
in general government, with an increase of $2, l 09 ,831; the public works, streets and transportation 
services with an increase of $7,030,417, and the public safety operations, with an increase of 
$1,506, 152. Otherwise, the sanitation operations reflect a decrease of $1,616,204 as compared with 
prior fiscal year. 

Debt Service Fund CDSF) - The DSF' s revenues consist mainly of restricted property taxes 
($31,412,984), restricted sales taxes ($3,343,399) and operating transfer in for debt payments 
($7,002,636). The DSF's expenditures consist mainly of matured principal payments 
($24,494,690) and matured interest payments on loans ($11 ,727,677). 

Capital Project Fund CCPF) - The CPF's current financial resources are mainly composed of 
proceeds from general obligation for debt issuance ($43,860,000); proceeds from line of credit and 
federal anticipation note of $8,6 I 0,556 and intergovernmental grants and contributions 
($1,082,680). The CPF' s expenditures decreased from $33, 130,67 I for the fiscal year ended June 
30, 2013 to $28,555,357 for the fiscal year ended June 30, 2014, for a decrease of $4,575,314. 
Those expenditures were related mainly to capital outlays which capitalized on government wide 
financial statements. 

Economic Development Fund CEDF) - The EDF's revenues and expenditures are mainly 
composed of federal grants ($2,341 ,634) and economic development projects ($ 1,697,929), 
respectively. 

Workforce Investment Act Fund (WlAF)-The WIAF' s revenues and expenditures consist mainly 
of federal grants ($2,075,225) and direct benefits of employment opportunities to citizens 
($2,231,373). Of total expenditures, $2,075,225 are those expenditures incurred by the 
Municipality through the federal grant award approved and received under laws and regulations 
of the US Department of Labor and the remaining portion of expenditures for $156,148 are 
financed from resources provided the Municipality' s general fund. 

Other Governmental Fund (OGF) - The OGF's total revenues are mainly composed of federal 
grants ($16,184,016). The OGF's total expenditures are mainly composed of education 
($8,757,091), housing projects ($8,750,389), and recreation and sports ($3,292,985). 
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Capital Assets 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year E nded June 30, 2014 

The accompanying statement of net position reported total gross Municipality' s cap ital assets, at 
cost, amounting to $2,108,531,575, of which $692,022,729 represents buildings, infrastructure and 
improvements and $28,914,768 relates to construction and infrastructure in progress at June 30, 
2014. The accumulated depreciation of capital assets amounted to $157,869,386, of which 
$126,429 072 is related to buildings, infrastructure and improvements at June 30, 2014. This 
investment in capitaJ assets includes buildings, infrastructure, land, machinery and equipment, 
park facilities, motor vehicles, construction in progress, landfill facilities, recycle plant and other 
capital assets. Infrastructure assets are items that are normally immovable and of value only to the 
municipal government, such as roads, bridges, streets and sidewalks, drainage systems, lighting 
systems, and similar items. 

Actual costs incurred to purchase or construct capital assets were $27 ,428,403 for the year ended 
June 30, 2014. Depreciation and amortization charges for the year ended totalized $17,289,662. 
The Municipality finances a significant portion of its construction activities through bond 
issuances and state and federal grants. The proceeds from bond issuances des ignated for 
construction activities are committed in it are entirely for such purpose and cannot be used for any 
other purposes. Major capital assets additions during fiscal year include: 

,... Capital improvements on roads and construction of buildings and other municipaJities 
facilities 

,... Improvements to recreational facilities and acquisition of land for developments projects 

Major land acquisition and additions to construction and infrastructure in progress (disbursements 
of more than $400,000) for the year ended June 30, 2014 are as follows: 

Pro"ect 

Hospital San Fernando de la Carolina 
Rio Grande de Loiza Mitigaci6n de Inundaciones 

Estacionamiento CaJle Ignacio Arzuaga 
Rebabilitaci6n Proyecto Felipe Sanchez Osorio 
Estacionamiento Calle Domingo Caceres 
Terreno Victoria 65 de Infanteria 
Oficinas Servicios Medicos 
Mejoras Sistema Pluvial Barrio Barrazas 

TotaJ major capital additions for the fiscaJ year ended June 30, 2014 
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10,583,504 
2,589,443 
1,343,391 

957,263 
793,902 
615,594 
405,783 
402.298 

17,691 ,178 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the Fiscal Year Ended June 30, 2014 

The laws and regulations of the Commonwealth of Puerto Rico have established a limitation for 
the issuance of general obligation bonds and notes for the payment of which the good faith, credit 
and taxing power of each municipality may be pledged. 

The applicable laws and regulations also require that in order for a municipality to be able to issue 
additional general obligation bonds and notes, such municipality must have sufficient ' 'payment 
capacity" . Act No. 64 provides that a municipality has sufficient "payment capacity" to incur 
additional general obligation debt if the deposits in such Municipality's Redemption Fund and the 
annual amounts collected with respect to such Municipality's Special Additional Tax, as projected 
by the Government Development Bank for Puerto Rico, will be sufficient to service to maturity 
the Municipa lity's outstanding general obligation debt and the additional proposed general 
obligation debt ("payment capacity"). 

The Municipality is required under applicable laws and regulations to Jevy the Special Additional 
Tax in such amounts as shall be required for the payment of its general obligation municipal bonds 
and notes. In addition, principal and interest on all general obligation municipal bonds and notes 
issued in anticipation of the issuance of general obligation bonds issued by the Municipality 
constitute a first lien on the Municipality's Basic Tax revenues. Accordingly, the Municipality's 
Basic Tax revenues would be available to make debt service payments on general obligation 
municipal bonds and notes to the extent that the Special Additional Tax levied by the Municipality, 
together with moneys deposit in the Municipality' s Redemption Fund. 

Budgetary Highlights 

The original budget of the general fund (operating fund) for the fiscal year ended June 30, 2014 
amounted to $100,424,977. Over the course of the fiscal year, the Municipality revised the general 
fund budget in order to include increase in revenues that were identified during course of the fiscal 
year based on current developments that positively affected the Municipality' s finances. Generally, 
the Municipal Legislature authorized budget amendments for the following activities: I) 
amendments made to adjust the estimates that are used to prepare the original budget ordinance 
once exact informat ion is available; 2) amendments made to recognize new funding amounts from 
external sources, such as Federal Grants and State Grants; and 3) increases in appropriations that 
became necessary to maintain services. 

During the current fiscal year, the original budget was revised to recognize an increase of 
$12,711 ,328 in total budgeted revenues, to reach the total revised budget amount of$1 l3 , I 36,305. 
Increases in budgeted expenditures were also made since the laws and regulations of the 
Commonwealth mandate a balanced budget. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Management's Discussion and Analysis 
For the F iscal Year Ended June 30, 2014 

Budgetary Highlights (Continuation) 

The total actual revenue (budgetary basis) of the general fund for the fiscal year ended June 30, 
2014 was $106,626,093, which is 5.75% lower than the budgeted revenues. The unfavorable 
variance was primarily attributed mainly to a decrease in property taxes of$2,197,622. 

The total actual expenditures (budgetary basis) of the general fund for the fiscal year ended June 
30, 2014 were $109,185,374, which is $3,950,931 less than the budgeted expenditures. The 
favorable variance in expenditures was principally due to cost reduction initiative implemented by 
the Municipality, which emphasized in reducing general and administrative costs while increasing 
direct services to citizens. 

Economic Factors and Next Year Budget 

The Municipality provides a full range of services including public works, education, public safety, 
public housing, health, community development, culture, recreation and other administrative 
services. The municipality has a wide industrial base which includes the International Airport, 
hotels, large pharmaceuticals, wholesalers, retail stores, financial institutions, restaurants, among 
others. The Municipality had an unemployment rate approximately of l 0. I%, which is lower than 
the state average of 12.8% as of June 30, 2014. 

The Municipality relies primarily on property taxes, municipal license taxes and sales taxes, as 
well as, federal and state grants to carry out its governmental activities. Historically, property and 
municipal license taxes have been very predictable with increases or decreases not generally 
exceeding ten percent. Federal grant revenues may vary if new grants are available but revenue is 
also very predictable. 

Those factors were considered when preparing the Municipality's budget for the 2014-2015 fiscal 
year. There were no significant changes between the budgets for fiscal year 2013-2014 and the 
budgets for fiscal year 2014-2015. 

Contacting the Municipality's Financial Management 

The Municipality's financial statements are designed to provide a general overview of the 
Municipality' s finances for all Carolina residents, taxpayers, customers, investors, and creditors. 
This financial report seeks to demonstrate the Municipality' s accountability for the money it 
receives. Questions concerning any of the infonnation provided in this report or request for 
additional information should be addressed to: Municipality of Carolina, Office of Mayor, P.O. 
Box 8, Carolina, Puerto Rico, 00986-0008. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Statement ofNet Position 
June 30, 2014 

Current assets: 
Cash and cash equivalents 
Cash with fiscal agent 
Undisbursed loan proceeds 

Accounts receivable: 
Mtm.icipal license taxes, net 
Sales taxes, net 
Intergovenunental 
Federal grants 
Property taxes, net 
Other accounts 

Total current assets 

Noncurrent assets: 
Capital assets, net 

Total assets 

Assets 

Liabilities 

Current liabilities: 
Accounts payable and accrued liabil ities 
Accrued interest payable 

Current portion of: 
Notes payable 
Bonds and notes payable 
Accrued legal claims 
Accrued compensated absences 
Due to other goverrunents 
Interest due for notes payable to CRIM 
Due to federal agency 

Total current liabilities 

$ 

$ 

$ 

$ 

See notes to financial statements 

120,046,291 
79,029,735 

601 ,534 

4,824,645 
2,751,842 
6,476,055 

12,884,950 
4,880,283 
1, 155,037 

232,650,372 

1, 950,662, 189 

2, 183,312,561 

12,549,471 
4,929, 140 

10,768, 156 
25,58 1,000 

8,262 
146,361 

3,886,681 
360,600 
775.435 

59,005,106 
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COMMONWEALTH OF PUERTO RICO 
MUNI CIPALITY OF CAROLINA 

Statement of Net Position (continued) 
Jtme 30, 2014 

Liabilities 

Non current liabilities, net of current portions: 

Bonds and notes payable 
Accrued legal claims 
Accrued compensated absences 
Due to CRJM 
Interest due for notes payable to CRIM 
Landfi 11 obligations 

Total non current liabilities 

Total liabilities 

Deferred inflows of resources 

Net investment in capital assets 
Restricted for: 
Economic development projects 
Capital projects 
Debt service 
Other special purposes 
Unrestricted 

Total net position 

Net Position 

Total liabi lities, deferred inflows ofresources and net position $ 

See notes to financial statements 
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348, 792,000 
1,727,403 

14,938,084 
9,331,068 
3,463,300 
1,534,850 

379,786,705 

438,791,811 

29,930,347 

1,539.437,085 

7,927,154 
65,660,391 
57,844,858 
18,157,258 
25,563,657 

I ,714,590,403 

2,183,3 12,561 
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Functions I Programs 

Governmental activities: 
General government 
Public safety 
Public works, streets and transportation 
Sanitation 
Health 
Recreation and sports 
Education and Lrainning 

Housing and buildings 
Economic development 
Welfare 
Employment opponunitics 
Interest 

Total governmental activities 

General revenue: 

Property caxcs 
Municipal license taxes 
Sales taxes 
Intergovernmental 
Construction excise and permits 
Interest income 
Other 

Total general revenues 

Changes in net position 

Net position - beginning (as previously reported) 
Prior period adjustments 

Net position - beginning (ns restated) 

Net position - ending 

( r ( c 

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Statemeot of Activities 
For lhe Fiscal Year Ended June 30, 2014 

Expenses 

$ 53,252.336.00 
18.111, 123 
42,804,544 
20,9 12,420 

7,885.802 
8,044.682 

13,391,682 
13,354,098 

1.627,614 
5,417,1 16 
2,284,937 

11.727677 

19!!i814!03 1 

$ 

Charge 
for 

Service 

2.819.521.00 
238,344 

62,212 
958,840 

2,202.692 

113, 19 1 
482,292 

92,997 

6.970,089 

See notes to financial statements 

Revenues 
Operating 
grants and 

Contributions 

249,652 

7,785, 177 
6,555,295 

1.593,892 
2,075,225 

18,259,241 

Capital 
grants and 

Contributions 

$ 

2.341,634 

2,341,634 

$ 

( 

Net (expense) 
revenue and chnnge 

in net position 

(50.432.8 15.00) 
( 17,872, 779) 
( 42,492,680) 
( 19,953,580) 

(7,885,802) 
(S,84 1,990) 
(5,606,505) 
( 6.685,612) 

1, 196,312 
(3,730.227) 

(209,712) 
( 11,727,677) 

~ 171,243,067) 

87.609,443.00 
35,909,866 
24,697,134 
19,954,148 
6,424,631 

644, 150 
575,747 

175815119 

4,572.052 

1.710,1 10.806 
(92,455) 

1,7101018,35 I 

1,714,590,403 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Governmental Pund Financial Statements 
Balance Sheet 

June 30, 2014 

M!!l!r governmental tuods 

Cueral Debt servke C1pital projtc ts Economic Work~ru Othtr Touat govemment1l 
dcvcto1m1ent investment governmental 

fllnd fund fund lbnd lilnd lilnd funds 
Aue ts 

Cash aad certificate of deposit $ 43,138,753 $ 68.261,923 $ 4,253.629 4,569 $ 4,387.417 s 120,046,291 

~ 
Cash with &cal agcnl 192 ??,671,508 1,358.035 79,029,735 
MllRICq>a 1 license laxes receivable 4,824,645 4,824.645 
Sales taxes rcctivable 2,751,842 2,751,842 
Due fran Olher government 488.,207 368,848 S,619,000 6,476.055 

I ~~ Federal grant rece1V8ble 3,373.355 267,410 9,244,185 12,884.950 
Due from otl1cr funds 9,391,536 1,102,860 333,43 1 1,134,m 11,962,199 

~ 2~ • (!) Property laxes receivable 4,880.283 4,880.283 

j ~ U nclinri>utcd lolln proceeds 601,534 601,534 

i §.~ Other receivables 319,61 1 2,970 595,295 2,607 233,971 1.154.454 r g- Inventory 583 583 

~ >~ Total assets 60426,579 83,039,998 71.696,170 8,555,710 274,586 20.619,528 244 612,571 
~8 0 
J O ~ Li1bililics 
l ~ rn Accounts payable and accrued habibbcs 8,001,710 3,342,014 287,179 274,037 503,176 12,408,116 

i ~~ Matured bonds due and payable 20.266.000 20,266,000 

f ~ Matured mtcrcst due and payable 4,929,140 4,929,140 
~:J n Due to (l(hcr govermcnu 3,871,578 163 14,9-10 3,886,681 

l ~o Due to other funds 2,539,121 287,859 4,975,9-15 491.150 3,668,124 11 .962.199 
o.: Due to federal agency 775,435 775,435 

... ::> ~ 
i~ Total liabWUes 14,41 2.409 25,482,999 8,317.959 778,329 274,200 4,961,675 54,227,571 

f ;;Cfj 
~n Dt~rTCd lnlo~1 ofrtsourrcs 30,440,461 4,435,631 7.9'16 S,648,400 40,532,438 
(fl 

Fund balances 
Restricted 959,881 53,121,368 13.713.086 2,619,617 386 8,536,698 78,95 1,036 

Commited 13,986,092 49,66S,12S S,149,818 1,472,755 70,273,790 

Assi8ned 429,800 429.800 
Unassigned 197936 197,936 

Total fund babnces 15,573,709 53,121.368 63,378.211 7,769,435 386 10,009,453 149,852,562 

Total babtlilies and fund balances s 60.426,579 s 83t0391998 s 71,696170 $ 8,5S5i710 $ 274,.586 $ 20,619,528 s 244612,571 

See notes to financial statements 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Reconciliation of the Balance Sheet to the Statement of Net Posit ion - Governmental Funds 
As of June 30, 2014 

Total fund balance of governmental fund 

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

Capital assets used in governmental activities are not Financial 
resources and not reported in the funds 

Other economic resottrces used in governmental activities are not 
financial resources and not reported as revenue in the funds 

Other liabilities, such as accrued compensated absences, litigations, 
interest of notes payable to CRJM, current year and other 
contingencies available to pay for expenditures and therefore not 
reported in the funds 

Notes payable from non-revolving line of credit and federal loan 
anticipation note for the construction of capital assets are not due and 
payable with current financial resources and therefore not reported in 
the funds 

Portions of general obligations, special and federal loans that are 
not due and payable in the current period and therefore not reported 
in the funds 

Total net position of governmental activities 

This Space Has Been Left Blank Intentionally 

See notes to financial statements 
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$ 149,852,562 

] ,950.662, 189 

10,602,091 

(31 ,651 ,283) 

(10,768, 156) 

(354,107,000) 

$ 1, 71 4,590,403 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Cov~rnm enlal PPnd Financial S lateratntJ 
Stalt.mtnt.1 of Re v.-nt1e1, £ ,pendHur~• ind Cban ae• In Fund Bala n te J . Ooven1 menlal Funds 

Flt c al Year &nde.d June J O, 201'4 

M•lor I O't' f'rttmenlal rund• 

Gene ral Debi ttr'\l ic ~ Copltal proj«U 
£ c.onom le \V orkro r c e O ther Tout 

developmt.DI Inves tment 1 ovemm en1 a l aovernmtalirll 
(und fH nd fund futtd rvnd tun d fundt 

Rovenuu 
Propeny taxes s S l,760.828 s H412,984 s s s s 83, 173,8 ll 
Munlcipa1 lic.ense ta!' Hl66,S80 31,166,580 
Salet l43teS 20.03S,SSO 3,343,399 23,378.949 
Con11ru ellon ex~i_se end permHs 6.424,631 6,424,63 I 
P1nt1 •nd rorfeituru ISS,384 82.9SO 238,334 

Q 
Fedora I a rants 2,341,634 2,07S.22S 16,184.016 20,600,875 
lnttr-tti mcome 597,341 6,787 26,946 13,076 64VSO 
lnieraovornunud grantt IU71,468 l,OU,680 19,\)$4,148 
Charv• for setv1eu l,SS7,060 2.~S7.060 

Landf\11 853,UI 8S3,8SI 

1 ~ GJ 
Roni 262,461 02,0H 207,,26 942,021 
0 1he1 • 29 937 62 2 t2 IO lS8 14S 8 IO 2 201J64 2 U9 581 a o Toual Re\•enuu 133 llS 091 3• 763 170 I, \44,892 USO 872 2 221035 18 688 932 192 7U 992 

a ~~ > o. Exp1nduure• 
j -o Oen oral Oovtrmcnt s•.211.IO<t H.28ll04 

~ §.~ Pubhc sareiy 11,736,643 91.•69 6S.•27 l&,193,539 

1~ 
Pub he works , ttr••ts and trtn1poru.1ton 17.809,262 26,SJ2,•09 Jt?.066 44,6SJ,737 
S 1n111uon 20,626,S72 l,IH.913 21,llS,US 

a ~b1 Hu Ith 7,US.102 7,US,802 
RecreallonJ e_nd sporu S,086,$12 ll,720 3,292,98$ 8,392,217 i8; Education ond 1r1lnina S,211, 124 8,757,091 IJ,970,2\S 

15 lfou11n1i and buildlna• •.•S0,1•3 729,776 8,7S0.339 D,931,001 

I !~ 
Econom ic. developmtnl 1,697.929 1,697,929 
Welfore 4,809.l30 841,911 5.651,141 

( Employmen t opportunity 2.23l373 2.23 1,373 
Debt service pt1ymeni.s a :J ("") Pnncipat 24,404,690 H,49•1 ,690 I 

l ~o ln\Oltl l ll,721,677 11,121,617 
TolA I expend iruru 138 899 392 36 222 367 28 HS 3S7 1697 929 2,23 l)?l 22 0 19 869 229 626 287 ' o..: 

i ~ ~ Exce u (det1c11noy) ofrevenue1 over (under) eKpend 11urt1 (S,784,JOll (1,4S9, 197l (27 ,4 l(),46Sj 1152 943 'I0,338) p 330,937j (36,842,295) i;+(J) O thtr Finan coal Sourco (u1u) . 
~ ("") Proc•eda from d1b1 l11u1nce 43.860.000 43,860.000 

"' Proceed• from line ofcrtd 111nd federal 1nuc1p1t1on note 1,6 IO,SS6 •90,323 0,I00,879 
Tr1n1 rers·ln from other Rinds 7,161,820 7,0()2,636 I, IS9.2•8 ~SS$, ll6 16,171,890 
T11nifers·ou110 othor fund• !l,490,7921 (6,20S 969) {!>SS,UIJ I 1,226,178} ! 16,811,1110J 

Tc:nal olh er On1nc1ng sou tees (us es ). ne1 ( 1321 972) 196 667 S2 673 9SJ (73S,9H] ~ss~,186 52 960 819 

Ntt chan111 1n fund balance (7 ID273} {662 SJO) 2S 263 08 A!§,llSS p0,333} !I 77S,7' 1! 16 111 Sl4 

fund Ballin cu at b•.111nn1n1 offiscol year 
(•J. prev•osly r•poned ) S4,S09.123 JS,178, I03 7.349,S4l I0.72• 1~67~5()<1 OJ,411,JJS 
Prior penod 1d1u1tm1nts 112s,22s1 (63,382) 2 905 113695 322 643 
Fund Bal•ncu 11 b t jpnn1n1 oftiJcal y•ar (as rest.ated) n,zu a9s 31 114 723 7 )$2 447 10 724 lh7BS ~04 IP 7ll,97a 

Fund Balancu end or Rs cal yur s s311111J6& s 6 J,J131 2 1J s 717691A35 386 s I0100914 SJ s 101a s21su 

See notes to financial statements 
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COMMONWEAL TH OF PUERTO RICO 

MUNICIPALITY OF CAROLINA 
Reconciliation of the Statements of Revenues, Expenditures and Changes in Fund Balances 

of Governmental Funds to the Statements of Activities 
For the Fiscal Year Ended June 30, 2014 

Excess of revenues and other financing uses - total governmental funds over 
Expenditures and other financing uses - total governmental funds 

Amounts reported 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 in allocated over their estimated 
useful lives as depreciation expense. This is the amount by which capital 
outlays exceeded depreciation in the current period 

Revenue in the statement of activities that do not provide current financial 
resources are not reported as revenues in the governmental funds 

Repayments of debt issuance are expenditures in the governmental funds but 
such repayments decrease long term liabi lities in the statement of net position 

Proceeds from debt issuance are other financing sources in the governmental 
funds but such proceeds increase long term liabilities in the statement of net 
position 

Proceeds from line of credit and federal anticipation note are other financing 
sources in the governmental funds but such proceeds increase long term 
liabi lities in the statement of net position 

Some expenses reported in the statement of activities do not use current 
financial resources and therefore are not reported as expenditures in the 
governmental funds 

Changes in net position of governmental activities 

See notes to financial statements 
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$ 16, 118,584 

10,138,741 

10,602,091 

24,494,690 

(43,860,000) 

(9, 100,879) 

(3,821 ,175) 

$ 4,572,052 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 

A. Government Background Information 

The Municipality of Carolina (the Municipality) is a local municipal government 
constituted on 1857 in the Commonwealth of Puerto Rico (the Commonwealth). The 
Municipality has full legislative, fiscal and all other governmental powers and 
responsibilities expressly assigned by the Public Act No. 81 of August 30, 1991 , as 
amended, known as Autonomous Municipalities Act of the Commomvealth of Puerto Rico 
(Act No. 81). The Municipality is one of seventy-eight municipalities legally separated 
from the Commonwealth 's government. 

The Jaws and regulations of the Commonwealth provide for separation of powers of the 
executive, legislative, judicial branches of the Commonwealth and the municipalities. 
However, the Municipality's governmental system consists of executive and legislative 
branches only. The executive power of the Municipality is exercised by a Mayor, who is 
elected every four years in the general elections of Puerto Rico. The legislative power of 
the Municipality is exercised by the Municipal Legislature, which is also elected every four 
years. The judiciary power is exercised by the General Justice Court System of the 
Commonwealth, which has jurisdiction over the Municipality. 

The Municipality assumes either partial or full responsibility for providing services to its 
citizens related to public housing, welfare, public safety, health, sanitation, education, 
culture, recreation, urban and economic developments, employment opportunities, public 
transportation and many other fiscal , general and administrative services. 

B. Financial Reporting Model 

The accompanying basic financial statements present the financial position and the results 
of operations of the Municipality as a whole and its various governmental funds as of and 
for the fiscal year ended June 30, 2014, in conformity with accounting principles generally 
accepted in the United States of America (GAAP), as prescribed by the Governmental 
Accounting Standards Board (GASB). 

According to the financial reporting model established in the GASB Statement No. 34, 
Basic Financial Statements - and Management 's Discussion and Analysis - for the State 
and Local Governments (GASE No. 34), the required basic financial statement presentation 
applicable to the Municipal ity is composed of the following elements: (1) government
wide financial statements (GWFS), (2) governmental fund financial statements (GFFS), (3) 
notes to basic financial statements and (4) required supplementary information (RSI). 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Sta tements 
As of and for the Year Ended June 30, 2014 

GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financial Reporting Model (Continuation) 

Government Wide Financial Statements ("GWFS'') - The accompanying GWFS is a 
set of financial statements composed of: ( 1) a statement of net position and (2) a statement 
of activities. These statements report financial information for the Municipality as a whole. 

The GWFS are aimed at presenting a broad overview of the Municipality's finances by 
focusing on operational accountability through reporting the net financial position and 
results of operations of the Municipality as a whole using methods that are similar to those 
used by most private business. 

The focus of GWFS is on the operational accountability of the Municipality as a single 
economic unit and not on compliance with budgets, regulatory requirements or on the use 
of available or currently expendable financial resources (referred to as fiscal 
accountability). Operational accountability is the Municipality's responsibility to report to 
the extent to available to which it has met its operating objectives efficiently and 
effectively, using all resources available for that purpose. It focuses on the Municipal ity's 
principal operating objective, which is to provide services to its citizens. 

The accompanying statement of net position provides short-term and long-term 
information about the Municipality's net financial position, by presenting all the 
Municipality's assets, deferred outflows of resources (when applicable), liabi lities, 
deferred inflows of resources and net position (equity). This statement assists management 
in assessing the level of services that can be provided by the Municipality in the future and 
its ability to meet its obligations as they become due. Jn addition, this statement reports the 
extent to which the Municipality has invested in capital assets and discloses legal and 
contractual restrictions on resources. 

Net position is reported in the accompanying statement of net position within the following 
three categories: 

• Net investment in capital assets - This net position category consists of capital assets, 
net of accumulated depreciation and amortization and reduced by outstanding balances 
for bonds, notes, and other debt that are attributed to the acquisition, construction, or 
improvement of those assets. For the purposes of determining the outstanding debt 
attributed to capital assets, the total long-term debt related to the acquisition, 
construction or improvement of capital assets has been reduced by any related unspent 
debt proceeds and any unamortized debt issuance costs . 
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COMMONWEAL TB OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended J une 30, 2014 

GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financial Reporting Model (Continuation) 

• Restricted - This net position category consists of net resources restricted by external 
parties (such as creditors, grantors, contributors, laws or regulations of other 
governments, etc.), or net position for which constraints are imposed by 
constitutionally provisions or enabling legislation. Enabling legislation consists of 
legislation that authorizes the Municipality to assess, levy, charges or otherwise 
mandate payment of resources (from external resources providers) and establishes 
restrictions if it includes a legally enforceable that those resources be used only for the 
specific purposes stipulated in the legislation. 

The classification of restricted net position identifies resources that have been received 
or earned by the Municipality with an explicit understanding between the Municipality 
and the resources providers that the resources would be used for specific purposes. 
Grants, contributions and donations are often given under those kinds of conditions. 
Bond indentures also often limit the use of bond proceeds to specific purposes. 
Internally imposed designations of resources, including earmarking, are not presented 
as restricted net position. These designations consist of management' s plans for the use 
of resources, which are subject to change at the discretion of the Municipal Legislature. 

The Municipality has reported the following types of restrictions in the accompanying 
statement of net position: 

(a) Economic Development Projects - Represent net resources available from 
federal grants and loans provided by the U.S. Department of Housing and Urban 
Development (HUD), which have been set aside to cover different activities related 
to economic developments projects. Generally, these are used to provide 
multipurpose services, construction or improvements of certain capital assets. 

(b) Capital Projects - Represent net resources available to finance the acquisition, 
construction or improvement of major capital assets under contracts and other 
commitments. 

(c) Debt Services - Represent net resources available to cover future debt service 
payments of bonds and notes payable. 

(d) Other Governmental Activities-Represent net resources available from certain 
federal and state grants, which have been set aside to carry out several programs. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to F inancial Statements 
As of a nd for the Year E nded J une 30, 2014 

GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. F inancial Reporting Model (Continua tion) 

• Unrestricted - This net position category consists of economic resources which do not 
met the definition of the two preceding categories. Unrestricted net position often is 
designed to indicate that management does not consider them to be available for general 
operations. Unrestricted net position resources often have constraints on resources that 
are imposed by management, but can be removed or modified. 

When both restricted and unrestricted resources are avai lable for use, generally it is the 
Municipality's policy to use restricted first, and then unrestricted resources as they are 
needed. 

The accompanying statement of activities presents the Municipality 's result of operations 
by showing, bow the Municipality's net position changed during the year ended June 30, 
2014, using a net (expense) revenue format. This statement presents the cost of each 
function/program as well as the extent to which each of the Municipality's functions, 
programs or other services either contributes to or draws from the Municipality's general 
revenues (such as property taxes, municipal license taxes, construction excise taxes, etc.) 

A function/program describes a group of activities that are ajmed at accomplishing a major 
service or regulatory responsibility. The functions/programs reported in the accompanying 
basic financial statements are: (1) general government, (2) public safety, (3) public works, 
streets and transportation, (4) sanitation, (5) health, (6) recreation and sports, (7) education, 
(8) housing and buildings, (9) economic development, (10) welfare and (11) employment 
opportunities. 

The statement of activities demonstrates the degree to which program revenues offset 
direct expenses of a given function/program or segments. Direct expenses are those that 
are clearly identifiable with a specific function, segment or operational unit. This statement 
reports revenues in two broad categories: ( l) program revenues and (2) general revenues. 

Program revenues are generated directly from a program itself or may come from parties 
outside the Municipality's taxpayers or citizens. In the statement of activities, program 
revenues reduce the costs (expenses) of the function/program to arrive at the net cost of the 
function/program that must be financed from the Municipality's general revenues. The 
accompanying statement of activities separately reports the following categories of 
program revenues: 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financial Reporting Model (Continuation) 

• Charges fo r Services - These revenues generally consist of exchange or exchange-like 
transactions involving charges to customers or applicants, who purchase, use or directly 
from goods, services or privileges provided, or are otherwise directly affected by the 
services. These revenues include fees charged for specific services, charges for licenses 
and permits and fines and forfeitures, among others. 

• Operating and Capital Grants and Contributions - These revenues consist of 
transactions that are either mandatory or voluntary non-exchange transactions with 
other governments. organizations, or individuals that restrict the resources for use in a 
particular program. Operating grants and contributions consist of resources that are 
required to be used to finance the costs of operating a specific program or can be used 
either for operating or capita l purposes of a specific program. Capital grants and 
contributions consist of revenues or resources that are restricted for a capital purposes 
- to purchase, construct or renovate capital assets associated with a specific program. 
Restricted operating and capital grants and contributions are program revenues because 
they are specifically attributable to a program and reduce the net revenue (expense) of 
that program to the Municipality. They are reported net of estimated uncollectible 
amounts. 

General revenues are default category for revenues. It includes all revenues and gains 
that do not meet the definition of program revenues. Property taxes, municipal license 
taxes, sales taxes and construction excise taxes are reported as general revenues. All 
other nontax revenues (including unrestricted interest on deposit and investments, 
grants and contributions not restricted for specific programs and miscellaneous 
revenues) that do not meet the definition of program revenues are classified as general 
revenues. Resources that are dedicated internally by the Municipality are reported as 
general revenues rather than as program revenues. All general revenues are reported 
net of estimated uncollectible amounts, which are recorded as reduction of revenues 
rather than as expenses. 

The general government function/program reported in the accompanying statement of 
activities includes expenses that are, in essence, indirect or costs of other 
functions/programs of the Municipality. Even through some of these costs have been 
charged to certain funds in the GFFS as indirect costs allocations permitted under some 
federal programs, the Municipality has reported these indirect costs as direct expenses 
of the general government function. Accordingly, the Municipality does not aUocate 
general government (indirect) costs to other functions. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended J une 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financial Reporting Model (Continuation) 

• Operating and Capital Grants and Contributions (Continuation) 
The effects of all inter-fund governmental activities (revenues, expenditures and other 
financing sources/uses among governmental funds) have been removed from the 
accompanying statement of net position. The Municipality classifies all of its activities 
as governmental activities in the accompanying Government Wide Financial 
Statements. These are activities generally financed through taxes, intergovernmental 
grants and other non-exchange revenues that can be used to support the Municipality's 
programs or services. These governmental activities are also generally reported in the 
Governmental Fund Financial Statements. 

The Municipality has no significant operations or activities that: (I) are financed and 
operated primarily in a manner similar to private business enterprises, where the costs 
of providing goods or services to the general public is financed primarily through user 
charges, or (2) are fiduciary in nature, which are those in which the Municipality would 
be holding or managing net position for specific individua,s or other external parties in 
accordance with trust agreements or other custodial arrangements. As a result, no 
business-type nor fiduciary activities are reported in the accompanying GWFS. All 
Municipalities' operations are classified as governmental activities for financial 
reporting purposes. 

Governmental Fund Financial Statements ("GFFS") - is a set of financial 
statements composed of: (1) a balance sheet and (2) a statement of revenues, 
expenditures and changes in fund balances - governmental funds. 

A fund is a fiscal and accounting entity consisting of a self-balancing set of accounts 
used to record assets, deferred outflows, liabi lities, deferred inflows and residual 
equit ies, deficits or balances and changes therein, which are segregated for the purpose 
of carrying on specific activities or attaining certain objectives in accordance with 
GAAP and/or special regulations, restrictions or limitations. 

These financial statements report the financial position and results of operations of the 
Municipality's governmental funds by presenting sources, uses and balances of current 
financial resources. GFFS focus primarily on: (1) the Municipality' s major 
governmental funds, (2) the fiscal accountability and (3) the individual parts of the 
Municipality's government. The accompanying GFFS segregates governmental funds 
according to their intended purpose and are used to aid management in demonstrating 
compliance with legal, financial and contractual provisions. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and fo r the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financia l Reportin2 Model (Continuation) 

Governmental Fund Financial Statements ("GFFS") (Continuation) 
The minimum numbers of funds is maintained consistent with legal and self-imposed 
managerial requirements established by the Municipality. 

The Municipal ity reports its governmental funds within the following categories: 

(a) General Fund - the general fund is the primary operational fund used to 
account for all financia l resources and governmental activities of the 
Municipality, except for financial resources required to be accounted for in 
another funds. It is presumed that the Municipality's activities have been 
reported in the general fund except for transactions for which one of the 
following compelling reasons has required the use of another fund: (1) legal 
requirements, (2) GAAP requirements or (3) the demands of sound financial 
administration requiring the use of a fund other than the general fund. 

{b) Debt Service Fund - the debt service fund is used to account for the 
accumulation of resources for the payment of, principal and interest for: (1) 
bonds payable for which debt service payments are legally mandated to be 
accounted for in a debt service fund and (2) general long-term debt for which 
the Municipality is being accumulating financial resources in advance, to pay 
principal and interest payments maturing in future years (such bonds payable 
and notes payable). Long-tenn debt' s principal and accrued interest due on July 
I of the fol lowing fiscal year are accounted for as liabilities in the debt service 
fund at June 30, if resources are available at June 30 for its payments. 

The outstanding balance of general long-term debt for which debt service 
payments do not involve the advance accumulation of resources (such as 
accrued compensated absences, accrued claims and judgments, advances to 
CRIM, and the estimated liability for municipal solid waste landfill closure and 
post closure maintenance costs) are only accounted for in the accompanying 
statements of net position. 

(c) Capital Projects Fu11ds - the capital project funds is used to account for the 
financial resources used for the acquisition, construction or improvement of 
major capital facilities and other assets. Significant capitaJ outlays financed 
from proceeds of general obligation, public improvements or special obligation 
bonds are also accounted in the capital project funds. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA · 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

B. Financial Reoorting Model (Continuation) 

Governmental Fund Financial Statements ("GFFS") (Continuation) 

{c) Capital Projeds Funds (Continuation) 
The use of the capital projects funds has been reserved only for major capital 
acquisitions, construction or improvement activities that would distort financial 
resources trend data if not reported separately from other Municipality's 
operating activities. Periodic purchases of minor capital assets (such as 
furniture, office equipment, vehicles and other minor capital assets or 
improvements) have been reported in the governmental fund which financial 
resources were used for the payment. 

(d) Economic Development Funds - the economic development fund is used to 
account for the financia l resources required for the economic development 
activities of the Municipal ity. Financing is provided primarily from federal 
grants and loans, and local special assignments contributions. 

(e) Workforce Investment Fund - the workforce investment fund account for the 
financial federal grant for the operations of the Employment Opportunity 
Municipal Agency. This municipal unit is an entity organized by the 
Municipality as requested by the Governor of Puerto Rico, in accordance with 
section 116 of the Workforce Investment Act (WIA) and section 2.00 1 of the 
Autonomous Municipal Law of Puerto Rico. The entity was designated as 
Service Delivery Area (SDA) according to the provision of the WIA of 1998, 
set forth in section 116 and the federal regulation as issued by the U.S. Secretary 
of Labor for the implementation of WIA. The SDA purpose is to establish 
programs to provide remedial education, training and employment assistance to 
economically disadvantages youth and adults, and persons facing multiple 
barriers to employment and dislocated workers. 

Notes to Basic Financial Statements - A set of notes that provides information that is 
essential to the user' s understanding of the basic financial statements. 

Required Supplementary Information (other than MD&A) - A set of reports and 
information reported along with, but separate from, the basic financial statements of the 
Municipality, such as: (1) Budgetary Comparison Schedule - General Fund, and 
(2) The Notes to Budgetary Comparison Schedule. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

C. Financial Reporting Entity 

The accompanying basic financial statements include all departments and municipal 
operations units that are under the legal and administrative control of the Mayor and the 
Municipal Legislature, and whose financial resources are under the legal custody and 
control of the Municipality' s Director of Finance and Budget, as prescribed by Act No. 81. 

According to GAAP, the financial reporting entity for the Municipality consists of: {l) the 
primary government, which is composed of all municipal departments and units under the 
legal and administrative control of the Mayor and the Municipal Legislature, and (2) all 
component units. In evaJuating how to define the Municipality for financial reporting 
purposes, the Municipality's management has addressed all potential entities and 
organizations that may be considered component units according to the criteria set forth by 
Statement No. 14, The Financial Reporting Entity, as amended by Statement No. 39, 
Determining Whether Certain Organizations are Component Units, both issued by the 
Governmental Accounting Standards Board. 

GAAP defines component units as those entities that: (1) are legally separate organizations 
for which the Municipality's elected officials are financially accountable, and (2) other 
organizations for which the nature and significance of their relationship with the 
Municipality are such that exclusion of their financial statements from those of the 
Municipality would cause the Municipality ' s basic financial statements to be misleading 
or incomplete. 

Financially accountability exists if the Municipality appoints a voting majority of the 
organization' s governing body, and if either one of the following conditions exist: (1) the 
Municipality can impose its will on the organization or (2) the potential for the organization 
to provide specific financial benefits to, or impose specific financial burdens on, the 
Munfoipality. 

On July 1, 2003, the Municipality adopted the provisions of GASB Statement No. 39, 
Determining Whether Certain Organizations are Component Units- an Amended ofGASB 
Statement No. 14. GASB No. 39, states that certain organizations for which the primary 
government (the Municipality) is not financially accountable should be reported as 
component units based in the nature and significance of their relationship with the primary 
government, including their ongoing financial support of the primary government and its 
other component units. 
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MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

C. Financial Reporting Entity (Continuation) 

According to GASB No. 39, a legally separate, tax-exempt organization should be reported 
as a discretely presented component unit of a reporting entity if all of the following criteria 
are met: 

• 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. 

• 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. 

• 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 that primary government. 

In addition, GASB No. 39 states that other organizations should be evaluated as potential 
component units if they are closely related to, or financially integrated with, the primary 
government. Such types of entities may be presented as either blended or discretely 
presented component units, depending upon how they meet the criteria for each specified 
in GASB No. 14. 

The Municipality's management has concluded that, based on the aforementioned criteria, 
there is one legally non-profit separate entity, Corporacion Carolina Beisbol Gigantes, 
Inc., considered component unit of the Municipality according to GAAP for the fiscal year 
ended June 30, 2014. 

According to Act No. 81, the Municipality is authorized to establish a non-profit 
corporation fo r certain economic development activities. The purpose of this entity is to 
administer and operate a professional baseball team in the Puerto Rico winter baseball 
league. 

D. Measurement Focus and Basis of Accounting 

The accompanying basic financial statements present the respective financial position of 
the governmental activities, each major fund, and the aggregate remaining fund 
infonnation of the Municipality, as of June 30, 2014, and the respective changes in 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENT AL ENTIT Y AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

D. Measurement Focus and Basis of Accounting (Continuation) 

financial position for the year then ended in accordance with Accounting Principles 
Generally Accepted {GAAP) in the United States of America, as prescribed by the 
Governmental Accounting Standards Board (GASB). 

Accordingly, the accompanying basic financial statements include all departments, 
agencies and municipal operational units that are under the legal and administrative control 
of the Mayor, and whose financial resources are under the legal custody and control of the 
Municipality's Director of Finance. 

The accompanying basic financia l statements of the Municipality are prepared in 
accordance with the accounting principles generally accepted in the United States of 
America (U.S. GAAP). The Municipality's reporting entity applies all relevant 
Government Accounting Standards Board (GASB) pronouncements and applicable 
Financial Accounting Standards Board (F ASB) pronouncements and Accounting 
Principles Board (APB) opinions issued on or before November 30, 1989, unless they 
conflict with GASB pronouncements. The Municipality's reporting entity does not apply 
FASB pronouncements or APB opinions issued after November 30, 1989. 

Two different measurement focuses have been applied in the accompanying basic financial 
statements: (1) the flow of current financial resources and (2) the flow of economic 
resources. Basis of accounting refers to when transactions have been recognized in the 
accompanying basic financia l statements. GAAP provides for the use of two different bases 
of accounting, which have been in the accompanying basic financial statements: (I) the 
accrual basis and (2) the modified accrual basis. 

Government Wide Financial Statements (GWFS) 

The accompanying GWFS are reported using the economic resources measurement focus 
and the accrual basis of accounting. Accordingly, revenues are generally recorded when 
earned and expenses are generally recorded when a liability is incurred, regardless of the 
timing of related cash flows. Grants and similar items are recognized as revenue as soon as 
all eligibility requirements imposed by the provider have been met. All significant inter
fund activities have been eliminated from these GWFS. 

All revenues, expenses, gains, losses, assets and liabilities resulting from exchange and 
exchange-like transactions are generally recorded when the ex.change takes place. In 
exchange transactions, each party to the transaction receives and gives up essentially equal 
values. An exchange-like transaction is one in which there is an identifiable exchange and 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

D. Measurement Focus and Basis of Accounting (Continuation) 

the values exchanged, though related, may not be quite the same. Nevertheless, the 
exchange characteristics of the exchange-like transaction are strong enough to justify 
treating it as an exchange for accounting purposes (examples include fees for licenses and 
permits, charges for services and miscellaneous revenues, which are recorded as revenues 
when collected because they are generally not measurable until actually received). 

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions 
are recorded using the criteria set forth by GASB Statement No. 33, Accounting and 
Financial Reporting for Non-exchange Transactions (GASB No. 33). GASB No. 33 
established accounting and reporting standards for non-exchange transactions involving 
cash and financial or capital resources (for example, most taxes, grants and private 
donations). In a non-exchange transaction, the Municipality gives (or receives) value 
without directly receiving (or giving) equal value in return. 

Government Wide Financial Statements (GWFS) (Continuation) 

This is different from an exchange transaction, in which each party receives and gives up 
essentially equal values. According to GASB No. 33, the Municipality groups its non
exchange transactions into the following four classes in the accompanying basic financial 
statements: (a) derived tax revenues, (b) imposed non-exchange revenues, (c) government 
mandated non-exchange transactions and (d) voluntary non-exchange transactions. 

In the case of derived tax revenue transactions, which result from assessments the 
Municipaiity places on exchange transactions, receivables and revenues are recorded when 
the underlying exchange has occurred. Imposed non-exchange revenue transactions (such 
as property taxes and municipal License taxes), which result from assessments made by the 
Municipality on nongovernmental entities, including individuals, other than assessments 
on exchange transactions, receivables are generaJly recorded in the period when an 
enforceable legal claim has arisen. Property taxes and municipal license are generally 
recorded as revenues (net of amounts considered not collectible) in the fiscal year when 
resources are required to be used for the first fiscal year that the use of the resources is 
permitted. 

Government-mandated non-exchange transactions (such as grants and contributions) result 
wben a government at one level (sucb as the federal or state government) provides 
resources to the Muojcipality and the provider government require to the Municipality to 
use those resources for a specific purpose or purposes established in the provider's enabling 
legislation. In these type of transactions, receivables and revenues are generally recorded 
when all eligibility requirements imposed by the provider have been met. 

45 

Gr G oNZALEZ ToRRES & C o., PSC 
Certified Public Accountants and Consultants 
-. <* AK:P"- P1I Sod.iy ol CPA """ AHocatlon ol Cedified f'8ud El<amlnon 



1. 

-
.... 

-
-

-

-

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

D. Measurement Focus and Basis of Accounting (Continuation) 

Government Wide Financial Statements (GWFS) (Continuation) 

For the majority of grants, the Municipality must expend resources on the specific purpose 
or project before the provider reimburses any amounts. Therefore, revenue is generally 
recognized as qualifying reimbursable expenditures are incurred. 

Voluntary non-exchange transactions (such as donations and certain grants and 
entitlements) result from legislative or contractual agreements, other than exchanges, 
willingly entered into by two or more parties. 

As discussed above, in these types of transactions, receivables and revenues are generally 
accounted for in the same manner as government-mandated non-exchange transactions. 
Events that are neither exchange nor non-exchange transactions are recorded when it is 
probable that a loss has been incurred and the amount of loss is reasonably estimable. 

Receipts of any type of revenue sources collected in advance for use in the following fiscal 
year are recorded as deferred inflows of resources. According to GASB No. 34, all general 
capital assets and the un-matured long-term liabilities are recorded only in the 
accompanying statement of net position. The measurement focus and the basis of 
accounting used in the accompanying GWFS differ significantly from the measurement 
focus and basis of accounting used in the preparation of the accompanying GFFS. 
Therefore, the accompanying GFFS include reconciliations, as detailed in the 
accompanying table of contents, to better identify the relationship between the GWFS and 
the GFFS. 

Governmental Fund F inancial Statements (GFFS) 

The accompanying GFFS are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Accordingly, the accompanying 
statement of revenues, expenditures and changes in fund balances - governmental funds, 
reports changes in the amount of financial resources available in the near future as a result 
of transactions and events of the fiscal year reported. 

Therefore, revenues are generally recognized as soon as they are both measurable and 
available. Revenues are considered available when they are collectible within the current 
fiscal year or soon enough thereafter to pay liabilities of the current fiscal year. For this 
purpose, the Municipality considers most revenues available if collected within 90 days 
after June 30, 2014, except for property taxes for which the availability period is 60 days. 
Revenue sources not meeting this availability criterion or collected in advance are recorded 
as deferred inflows ofresources at June 30, 2014. 
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MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

D. Measurement Focus and Basis of Accounting (Continuation) 

Governmental Fund Financial Statements (GFFS) (Continuation) 

The principal revenue sources considered susceptible to accrual include property taxes, 
municipal license taxes, intergovernmental grants and contributions, interest on deposits 
and investments, charges for services and certain miscellaneous revenues. These principal 
revenue sources meet both measurability and availability criteria in the accompanying 
GFFS, except for amounts recorded as deferred inflows of resources. 

In a manner similar to the GWFS, but subject to and limited by the availability criteria 
discussed above, all revenues, expenses, gains, losses, assets and liabil ities resulting from 
exchange and exchange-like transactions are also generally recorded when the exchange 
takes place. 

Accordingly, fees for licenses and permits, charges for services and miscellaneous 
revenues are recorded as revenues when collected because they are generally not 
measurable until actually received. 

In the accompanying GFFS, expenditures and related liabilities are generally recorded in 
the accounting period in which the liability is incurred, except for: 

(1) Principal and interest on bonds and notes payable are recorded when they mature (when 
payment is due), except for principal and interest due on July 1 of the following fiscal year, 
which are recorded as governmental fund liabilities when resources are available in the 
debt service funds (generally, June 30); and (2) compensated absences (vacation and sick 
leave), obligations under capital leases, estimated liability for municipal solid waste landfill 
closure and post-closure care costs, amounts subject to judgments under litigation and other 
long-term obligations, are recorded only when they mature (when payment is due) in the 
accompanying government-wide financial statements; and (3) other accrued liabilities not 
due and payable or not normally expected to be liquidated in full and in a timely manner 
with available and expendable financial resources is recorded in the accompanying 
statement of net position. Such liabilities are recorded in the governmental funds when they 
mature . 

All revenues, expenses, gains, losses and assets resulting from non-exchange transactions 
are recorded in a similar manner to the GWFS, using the previously discussed criteria set 
forth by GASB No. 33 for non-exchange transactions, but subject to and limited by the 
availability criteria discussed above. Accordingly, property tax and municipal license tax 
receivables are also generally recorded in the fiscal year when an enforceable legal claim 

47 

Gr G oNZALEZ T oRRES & C o., PSC 
Certified Public Accountants and Consultants 
- ol: AJCPA. Pfl Sodery of CPA ond AQociatlcn of CerUfied Froud Ex.-. 



-
-

-

-
-
-

COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

D. Measurement Focus and Basis of Accounting (Continuation) 

Governmental Fund Financial Statements (GFFS) (Continuation) 

has arisen while property tax and municipal license tax revenues (net of amounts 
considered not collectible) are also generally recorded in the fiscal year when resources are 
required to be used for the first fiscal year that the use of the resources is permitted. 
Receivables and revenues from federal and state grants and contributions, donations and 
entitlements are also generally recorded when all eligibility requirements imposed by the 
provider have been met (generally, as qualifying reimbursable expenditures are incurred). 
Interest on deposits and investments are recorded when earned only if collected within 90 
days after the fiscal year-end since these revenues would be considered both measurable 
and available. 

Pursuant to the provisions of GASB Interpretation No. 6, Recognition and Measurement 
of Certain Liabilities and Expenditures in Governmental Fund Financial Statements 
(GASB No. 6), the Municipality generally accrues a governmental fund liability and 
expenditure in the period in which the government incurs the liability, to the extent that 
these liabilities are normally expected to be liquidated in a timely manner and in full with 
current available financial resources. OASB No. 6 modified the recognition criteria for 
certain expenditures and liabilities reported under the modified accrual basis of accounting 
prior to OASB No. 34 and clarified a number of situations in which the Municipality should 
distinguish between governmental fund liabilities and general long-term liabilities. 

Therefore, the accompanying balance sheet - governmental funds only reflects assets that 
will be converted into cash to satisfy current liabil ities. Long-term assets and those assets 
that will not be converted into cash to satisfy current liabilities are not accounted for in the 
accompanying balance sheet - governmental funds. 

At the same time, long-term liabilities (generally, those un-matured that will not require 
the use of current financial resources to pay them) are not accounted for in the 
accompanying balance sheet - governmental funds. 

The measurement focus of the OFFS is on decreases of net financial resources 
(expenditures) rather than expenses. Most expenditures are measurable and are recorded 
when the related governmental fund liability is incurred. Allocation of costs, such as 
depreciation and amortization, are recorded in the accompanying statement of activities, 
but are not recorded in the accompanying OFFS. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended J une 30, 2014 

GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

E. Ma jor and Nonma jor Funds 

The focus of the GFFS is on major governmental funds, which generally represent the 
Municipality's most important funds. Under the provisions of GASB 34, the Municipality 
is required to segregate governmental funds between major and non-major categories 
within the GFFS. For financial reporting purposes, major individual governmental funds 
are reported in separate columns in the GFFS, while data from all non-major governmental 
funds are aggregated into a single column (reported as other governmental funds). 

At minimum a fund is considered major if: (1) is the primary operating fund of the 
Municipality (i.e. the general fund) or; (2) meets both of the following criteria: 

• Total assets, liabilities, revenues, or expenditures/expenses of that individual 
governmental or enterprise fund are at least 10 percent of the corresponding element 
total for all funds of that category or type; and, 

• Total assets, liabilities, revenues or expenditures/expenses of the individual 
governmental or enterprise fund are at least 5 percent of the corresponding total for all 
governmental and enterprise funds combined. 

• Any other fund that the government' s officials believe is particular important to 
financial statements users. 

For the purposes of applying the aforementioned major fund criteria, no eliminations of 
inter-fund balances have been made. Total revenues for these purposes means all revenues, 
including operating and non-operating revenues (net of allowances for uncollectible 
accounts), except for other financing sources. Total expenditures for these purposes, means 
all expenditures, including operating and non-operating expenditures, except for other 
financing uses. 

Based on the above-mentioned criteria, the Municipality's general fund, the debt service 
fund, the capital project fund, the economic development fund and the workforce 
investment fund are the Municipality' s major governmental funds for the fiscal year ended 
June 30, 2014, and accordingly, have been reported as major funds in the accompanying 
GFFS. All other governmental funds of the Municipality are considered non-major for 
financial reporting purposes. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

F. Budgetary Control 

According to Act No. 81, the Mayor and its Administrative Cabinet prepare annual budgets 
each fiscal year for the Municipality's general fund and debt service fund. Such legally 
adopted budgets are based on expected expenditures by program and estimated resources 
by source. 

The annual budgets are developed using elements of performance-based program 
budgeting and zero-based budgeting and include estimates of revenues and other resources 
for the ensuing fiscal year under laws and regulations existing at the time the budgets are 
prepared. 

The Mayor must submit, for the fiscal year commencing on the next July 1, an annual 
budgetary resolution project to the Commissioner of Municipal Affairs of the 
Commonwealth (the Commissioner) and the Municipal Legislature no later than May I 0 
and May 15, respectively. The Commissioner preliminary verifies that the annual 
budgetary resolution project complies with all the applicable laws and regulations and may 
provide comments and suggestions to the Mayor on or before June 15. 

The annual budgets may be updated for any estimate revisions as well as fiscal year-end 
encumbrances and may include any additional information requested by the Municipal 
Legislature. The Mayor may request subsequent amendments to the approved budgets, 
which are subject to the approval of the Municipal Legislature. 

The Municipality's Department of Finance has the responsibility to ensure that budgetary 
spending control is maintained. For day-to-day management control purposes, 
expenditures plus encumbrances may not exceed budgeted amounts at the expenditure-type 
level of each cost center (activity within a program within a fund). The Mayor may transfer 
unencumbered appropriations within programs within funds. The Municipal Legislature 
may transfer amounts among programs within and among funds. 

Under the laws and regulations of the Commonwealth, the appropriations made for any 
fiscal year shall not exceed the total revenue, including available surplus, estimated for said 
fiscal year unless the imposition of taxes sufficient to cover said appropriations is provided. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

G. Statutory (Budgetarv) Accounting 

The Municipality's budget is adopted in accordance with a statutory basis of accounting, 
which is not in accordance with GAAP. According to the budgetary basis of accounting, 
revenue is generally recorded when cash is received. Short-term and long-term borrowings 
may be used to finance budgetary excess of expenditures over revenues. 

Under the statutory basis of accounting, the Municipality uses encumbrance accounting to 
record the full amount of purchase orders, coo tracts and other comm itrnents of appropriated 
resources as deductions from the appropriation prior to actual expenditure. In the 
governmental funds, encumbrance accounting is a significant aspect of budgetary control. 
Expenditures are generally recorded when the related expenditure is incurred or 
encumbered (this last when the purchase order, contract or commitment are obl igated and 
charged to the corresponding budget appropriation). Available appropriations and 
encumbrances are established to lapse one year after the end of the fiscal year. 

Amounts required to settle claims and judgments against the Municipality, and certain 
other liabilities, are not recognized until they are encumbered or otherwise processed for 
payment. 

Encumbrances outstanding at year-end are included as a disclosure in the notes of the basic 
financial statements about the reservations or committed portion of fund balance and they 
constitute neither expenditures, nor liabilities. Other appropriations, mainly capital projects 
appropriations, are continuing accounts for which the Municipal Legislature has authorized 
that an unspent balance from the prior year be carried forward and made available for 
current spending. 

The accompanying statement of revenue and expenditure - budget and actual - budgetary 
basis - general fund, provides information about the general fund ' s original budget, its 
amendments and the actual results of operations of such governmental fund under the 
budgetary basis of accounting for the fiscal year ended June 30, 2014. 

H. Unrestricted and Restricted Deposits 

The Municipality is allowed to invest its available resources in bank accounts, certificate 
of deposit and other bank obligations, with commercial banks qualified as a depositary of 
public funds by the Puerto Rico Treasury Department or in instruments of the Government 
Development Bank (GOB) for Puerto Rico. Under the laws and regulations of the 
Commonwealth, public funds deposited by the Municipality in commercial banks must be 
fu lly collateralized by the Federal Deposits Insurance Corporation (FDIC). 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

H. Unrestricted and Restricted Deposits (Continuation) 

The Municipality's deposits are composed of: (1) cash on hand, (2) demand deposits in 
commercial banks and GDB and (3) cash and cash equivalents in commercial banks. Cash 
and cash equivalents consist of certificate of deposit with original maturities of three 
months or less, which amounted to $199,076,026 at June 30, 2014. The Municipality 
folJows the practice of pooling cash. The balance in the pooled cash account is available to 
meet current operating requirements and any excess is invested in certificates of deposits 
with commercial banks. 

Certain cash and cash equivalents set aside by the general fund, the debt service fund, the 
capital project fund, the economic development fund, workforce investment fund and other 
non-major fund are classified as temporarily restricted assets since their use is limited for: 

(a) the compliance with the debt service requirements of bonds and notes payable as 
established in the respective debt agreements, 

(b) the funding of construction and permanent improvements projects, and (c) the funding 
of federal and state sponsored programs. Restricted cash and cash equivalents amounted to 
$162,250,413 at June 30, 2014 (see note 3). 

Cash and cash equivalents recorded in general fund, amounting to $43, 138,945, include 
restricted cash of $6,382,837 to finance specific commitments and activities. Cash held 
with fiscal agent recorded in the debt service funds, amounting to $76,841 ,696, represent 
addWonal property tax collections retained by the Municipal Revenue Collection Center 
(CRIM) a municipal agency (not a component unit of the Commonwealth of Puerto Rico 
or of the Municipality) and restricted cash in comrn.ercial banks of $829,812, which 
represents additional portion of sales taxes collected and distributed by Puerto Rico 
Treasury Department and deposited in GOB. Such cash balances are restricted for the 
payment of the Municipality's debt service, as established by law. Restricted cash with 
fiscal agent and restricted cash in commercial banks recorded in the capital project fund, 
amounting to $69,619,958 represents unspent proceeds of bonds and notes and the balance 
of interest and noninterest bearing accounts which is restricted for the acquisition, 
construction or improvements of major capital assets. 

Cash and cash equivalents recorded in economic development fund, workforce investment 
fund and other governmental funds, represent mainly restricted cash balance of interest and 
noninterest-bearing accounts to finance the operations of state and federal funded 
programs. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to F inancia l Statements 
As of and for the Year E nded J une 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

I. Receivables and Payables 

Activity 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 inter-fund loans). Tax receivables in the general fund represent 
amounts owed by taxpayers principally for individual and corporate municipal license 
taxes, sales taxes and landfill, among others. 

A portion of these tax receivables is recognized when they become measurable and 
available based on actual collections during the 60 days following the fiscal year-ended 
related to tax returns due before year-ended. Tax receivables also include amounts owed 
by taxpayers from taxable years prior to June 30, 2014, estimated to be collectible but not 
currently available, as a result of the adoption of GASB 33. Accounts receivable are stated 
net of estimated allowances for uncollectible accounts, which are determined, based upon 
past collection experience, historical trends, current economic conditions and the periodic 
aging of accounts receivable. 

Intergovernmental receivables and federal grants receivable mainly represents owed to the 
Municipality by the Commonwealth or the federal government of the United States of 
America for: (1) intergovernmental grants, (2) for reimbursement of expenditures incurred 
pursuant to federally funded programs, respectively. In the accompanying GWFS, 
receivables consist principally of all revenues earned at year-ended and not yet received. 

Non-exchange transactions collectible but not available are deferred in the accompanying 
GFFS in accordance with the modified accrual basis of accounting, but not deferred in the 
accompanying government-wide statements in accordance with the accrual basis of 
accounting. Interest income is recorded when earned only if collected within 60 days after 
year-ended since they would be considered both measurable and available. Allowances for 
uncollectible accounts receivables are based upon historical trends and the periodic aging 
of accounts receivables. 

J. Inventories and Prepaid Expenses 

Inventories consist of materials and supplies held for consumption. Generally, inventories 
and prepaid expenses are valued at cost and predominantly on the first-in, first-out basis. 
Governmental fund inventories and prepaid expenses are recorded as expenditures 
(consumption method) when purchased rather than capitalized as an asset. However, 
inventories and prepaid expenses are not recorded in the accompanying government wide
statement of net position since amounts are not material. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

K. Debt Issue Costs 

Debt issue costs amounted to $277,839 for the fiscal year ended June 30, 2014, involve 
legal and accounting fees incurred in the new debt issuance of $43,860,000 during the fiscal 
year 2013-2014. Debt issue costs were accounted and reported as expenditures in the 
accompanying GFFS and as expenses in the GWFS, respectively. Debt issue costs 
previously reported until June 30, 2013 as assets, were restated to decrease net position by 
$ 1,614,591 at July 1, 2013 (see note 17). 

L. Interfund Transactions 

Permanent reallocations of resources between the Municipality's funds are classified as 
inter-fund transfers. The Municipality has the following types of transactions recorded 
among funds in the accompanying fund financial statements: 

• Operating Transfers - Legally required transfers that are reported when incurred as 
operations transfer-in by the recipient and as operating transfer-out by the disbursing 
fund. 

• Intra-entity Transactions - Transfers between the funds of the primary government 
are reported as inter-fund transfer with receivables and payables presented as amounts 
due to and due from other funds. 

For the purposes of the accompanying government-wide statement of activities, all inter
fund transfers between individual governmental funds have been eliminated. 

M. Insurance 

The Municipality purchase commercial insurance covering its public faci lities and 
equipment, primarily to provide protection in case of casualty, theft, tort claims, disaster 
and other losses. Also, principal officials of the Municipality are covered under various 
surety insurance. The Commonwealth, through its Department of Treasury, pays the 
insurance premiums on behalf of the Municipality and then is reimbursed each year through 
monthly equal payments. The current insurance policies have not been canceled or 
terminated. For worker's compensation and disability insurance, the Municipality obtains 
insurance coverage through the State Insurance Fund Corporation (a component unit of the 
Commonwealth) and the Occupational Disability Fund (which is a trust administrated by 
the Department of Labor and Human Resources of the Commonwealth). 
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COMMONWEALTH OF PUERTO RICO 
MUNICJP ALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

N. Capital Assets 

The accounting and reporting treatment applied to the capital assets associated with a fund 
are determined by its measurement focus Capital assets are long-lived assets of the 
Municipality as a whole, such as land, land improvements, easements, buildings, structures 
and building improvements, vehicles, machinery and equipment, furniture and fixtures arts 
works, Construction in progress and infrastructure, and other assets that are used in the 
operations of the Municipality and that have initial useful lives extending beyond a single 
reporting period (fiscal year). Infrastructure assets are generally stationary in nature and 
include roads, bridges, streets and sidewalks, drainage systems and other similar assets. 

In the accompanying government-wide statement of net position, all individual capital 
assets over threshold amount of $300 or more at the date of acquisition, construction or 
improvement and with useful Jives extending beyond one year, have been capitalized and 
depreciated. All assets with individual costs under $300 or with useful lives not exceeding 
one year, are charged directly to expense in the government wide statement of activities. 
In the governmental funds, all capital assets are recorded as expenditures. 

In the statement of net position, all capital assets are recorded at their historical cost or 
estimated cost if actual is unavailable, except for donated capital assets, which are recorded 
at their estimated fair value at the date of donation. Estimated historical cost based on 
deflated current costs were used to value a significant portion of the infrastructure 
constructed or acquired prior to June 30, 2001 and certain lands, buildings, structures and 
building improvements. The method used to deflate the currents costs with an approximate 
price index was used only in the case of certain items for which the historical cost 
documentation was not available. Actual historical costs were used to value the 
infrastructure acquired or constructed after June 30, 2001 as well as, construction in 
progress, machinery and equipment and licensed vehicles acquired prior or after such date. 

Major outlays for capital assets and improvements are capitalized in the statement of net 
position as projects are constructed. The costs of normal maintenance and repairs that do 
not add value to the asset or materially extend capital asset lives are not capitalized. 
Otherwise, improvements and other capital outlays that significantly extended the useful 
life of an asset are capital ized. 

Depreciation and amortization expense of capital assets is recorded as a direct expense of 
the function/program in the government-wide statement of activities. Depreciable capital 
assets are generally depreciated or amortized over their estimated useful lives under the 
straight-line method, except for machinery and equipment held under capital leases, which 
is depreciated over the shorter of its estimated useful I ife or the lease term. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended Jane 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

N. Capital Assets (Continuation) 

The estimated useful lives of major capital asset categories are: 

Infrastructure 
Buildings 
Buildings improvements 
Furniture and fixtures 
Machinery and equipment 
Motor vehicles 

60 years 
50 years 
20 to 40 years 
10 years 
5 to 10 years 
4 to 10 years 

The Municipality assigned a 10% residual value on most capital assets. There is no 
depreciation recorded for land and construction in progress. Capital assets are recorded as 
expenditures in the acquiring fund for the purposes of the accompanying statement of 
revenues, expenditures and changed in fund balances - governmental funds. 

The Municipality follows the provision of GASB Statement No. 42, Accounting and 
Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries - an 
amendment ofGASB Statement No. 34. This statement establishes guidance for accounting 
and reporting for the impairment of capital assets and for insurance recoveries. The 
Municipality has made such capital assets evaluation and has determined that there is no 
impairment of capital assets as of June 30, 2014 to be recorded in accordance with GASB 
Statement No. 42. 

0. Deferred Inflows and Advances 

The Municipality defers the revenue recognition on its governmental fund financial 
statement-balance sheet, when potential revenue does not meet both the "measurable" and 
"available" criteria for revenue recognition in the current period (unavailable revenue). 
Available is defined as due (or past due) at June 30, and collected within 60 days thereafter 
to pay obligations due at June 30. Deferral of revenue also arises when the Municipality 
receives resources before it has a legal claim to them (unearned revenue). In subsequent 
periods, when the revenue recognition criterion is met, or when the Municipality has a legal 
claim to the resources, the liability for deferred inflows of resources is removed and 
revenue is recognized. Deferral ofrevenue at the government-wide level arises only when 
the Municipality receives resources before it has a legal claim to them. 
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COMMONWEALTH OF PUERTO RJCO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

P. Compensated Absences 

Compensated absences are accounted for under the provisions of Statement No. 16, 
Accountingfor Compensated Absences, issued by GASB (GASB No. 16). Compensated 
absences include paid time off made avai lable to employees in connection with vacation 
and sick leaves and, compensatory time. According to GASB 16, the liability for 
compensated absences recorded in the accompanying government-wide statement of net 
position is limited to leave that: (1) is attributable to services already rendered on or before 
June 30, 2014, and (2) is not contingent on a specific event (such as illness) that is outside 
the control of the Municipality and the employee. 

Compensated absences that relate to future services or are contingent on a specific event 
outside the control of the employer or the employee are accounted for in the period when 
those services are rendered or those events take place. 

The liability for compensated absences, include salary-related costs, which are directly and 
incrementally related to the amount of salary paid to the employee (such as employer's 
share of Social Security and Medicare taxes, and employer contributions to retirement 
system). The vacation policy of the Municipality provides for the accumulation of regular 
vacations leave at a rate of 2.5 days per month (30 days per year) and sick leave at a rate 
of 1.5 days per month (18 per year). Employees also, accumulate compensatory time at a 
rate of l .5 times the overtime worked. Employees accumulate compensatory time at a rate 
of 1.5 times the overtime worked. Vacation leave may be accumulated up to a maximum 
of 60 days and sick leave up to a maximum of 90 days. 

The Municipality is required to pay excess sick leave over 90 days on or before March 31 
of the accumulated excess at December 31 of prior year. In the case of compensatory time, 
the excess of 240 hours is paid to employees each year, if not consumed. ln the event of 
employee resignation, the employee is paid for accumulated vacations days up to the 
maximum allowed. Upon termination of employment, an employee receives compensation 
for all accumulated unpaid regular vacation leave at the current rate . 

ln the case of regular sick leave, if the employee terminates his or her employment with 
the Municipality before reaching l 0 years of services, such regular sick leave is not paid 
to the employee. After l 0 years of services any regular sick leave balance is paid to the 
employee. Accumulated vacation time is fully vested to the employees at any time. 

The liability for compensated absences has been calculated using the vesting method, in 
which sick leave amounts fo r both employees who currently are eligible to receive 
termination payments and other employees who are expected to become el igible in the 
future to receive such payments upon termination are included. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

P. Compensated Absences (Continuation) 

At June 30, 2014, the Municipality has recorded a liability for compensated absences 
amounting to $15,084,445 in the accompanying government-wide statement of net 
position. 

Q. Post Employment Benefits 

The Municipality is required to cover annually the 3% increase (cost of living allowance) 
in the retirement plan of its retired employees. Substantially all of the employees may 
become eligible for these benefits if they reach normal retirement age while working for 
the Municipality. For the fiscal year ended June 30, 2014, post-employment benefits paid 
amounted to $2,461,034. These benefits are recorded as expenditures when paid in the 
accompanying government-wide statement of activities and statement of revenues, 
expenditures and change in fund balances. 

· R. Claims and Judgment 

The estimated amount of the liability for claims and judgments, which is due on demand, 
such as from adjudicated or settled claims, is recorded in the general fund. The government 
wide financial statements include an amount estimated as contingent liability or liabilities 
with a fixed or expected due date, which will require future available financial resources 
for its payments. 

S. Long-term Debt 

The long-term liabilities reported in the accompanying statements of net position include 
the Municipality's bonds payable, notes payable, bond anticipation notes, obligations 
under capital leases, accrued compensated absences, estimated liability for municipal 
solid waste landfill closure and post-closure care costs and accrued legal claims and 
judgments. All long-term liabilities to be repaid from governmental resources is reported 
as liabilities in the government-wide statements of net position, except for principal and 
interest payment on long-term obligations due on July 1 of the following fiscal year, which 
is recorded in the GFFS when resources are available in the debt service fund (generally at 
June 30). The face amount of debt issued is reported as other financing sources when 
issued. ln the GWFS debt issuance costs are reported as deferred charges, which are 
amortized under the straight-line method over the life of the debt, while in the GFFS such 
costs are recognized as expenditures during the current period . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

S. Long-term Debt (Continuation) 

The Municipality has recorded Non-interest bearing notes payable at present value with an 
imputed interest rate that approximates the rate that would bave been used, using the same 
terms and conditions, if it had been negotiated by an independent lender, as required by 
generally accepted accounting principles. 

In tbe accompanying statement of net position, such notes payable are reported net of the 
applicable unamortized discount, which is the difference between the present value and the 
face amount of the notes. The discount is amortized over the life of the notes using the 
effective interest method. Amortization of the notes discount is recorded as part of interest 
expense in the statement of activities. In the GFFS, notes discount is recognized as other 
financing uses during the current period. 

T. Fund Balances 

In February 2009, GASB issues its Statements No. 54, ''Fund Balance Reporting and 
Governmental Fund Type Definitions (GASB No. 54). The objective of this Statement is 
to enhance the usefulness of fund balance information by providing cle.arer fund balance 
classifications that can be more consistently applied and by clarifying the existing 
governmental fund type definitions. This Statement 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. 

Pursuant to the provisions of GASB 54, the fund balances amounts are reported as non
spendable, restricted, committed, assigned and unassigned, based on the relative strength 
of the constraints that control how specific amounts can be spent, as described fo llows: 

• No11-spendable - This fund balance category includes amounts that cannot be spent 
because they are not in spendable form, or legally or contractually required to be 
maintained intact. The "not in spendable form" criterion includes items that are not 
expected to be converted to cash, included but not limited to inventories, prepaid items 
long-term balances of loans and notes receivable. 

• Restricted - This fund balance category includes amounts that are restricted for specific 
purpose, when constraints placed on the use of resources are either externally imposed 
by creditors, grantors, contributors, or laws or regulations of other governments or is 
imposed by law through constitutional provisions or enabling legislation (Municipality 
ordinances). 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

l. GOVERNMENT AL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

T. Fund Balances (Continuation) 

• Restricted (Continuation) 
Enabling legislation authorizes the Municipality to assess, levy, charge, or otherwise 
mandates payment of resources (from external resource providers) and includes a 
legally enforceable requirement that those resources be used only for the specific 
purposes stipulated in the legislation. Legal enforceability means that the Municipality 
can be compelled by an external party-such as citizens, public interest groups, or the 
judiciary to use resources created by enabling legislation only for the purposes 
specified by the legislation. 

• Committed - This fund balance classification includes amounts that can only be used 
for specific purposes pursuant to constraints imposed by the highest level of decision
making authority. Those committed amounts cannot be used for other purposes unless 
the intended use removes or changes the specified use by taking the same type of fozmal 
action it employed to previously commit those amounts. ln contrast to fund balance 
that is restricted by enabling legislation, committed fund balance classification may be 
redeployed for other purposes with appropriate due process. 

Constraints imposed on the use of committed amounts are imposed by the State or 
Municipal legislature separate from the authorization to raise the underlying revenue; 
therefore, compliance with these constraints are not considered to be legally 
enforceable. Committed fund balance also incorporates contractual obligations to the 
extent that existing resources in the fund have been specifically committed for use in 
satisfying those contractual requirements. 

• Assigned - This fund balance classification includes amounts that are constrained by 
the government's intent to be used by the Municipality for specific purposes, but do 
not meet the criteria to be classified as restricted or committed. In governmental funds 
other than the general fund, assigned fund balance represents the remaining amount 
that is not restricted or committed. In the general fund, assigned amounts represent 
intended uses established by a Municipality official to whom the government has 
delegated that authority by Municipality charter or ordinance. 

• Unassigned - Unassigned fund balance is the residual classification for the general 
fund. It represents the fund balance that has not been assigned to other funds and not 
been restricted, committed or assigned for specific purposes with the general fund. 
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MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTIT Y AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

T. Fund Balances (Continuation) 

The Municipal Legislature is the highest level of decision-making authority within the 
Municipality to commit any amount within the fund balance for a specific purpose. Such 
commitment requires the issuance of either an ordinance or resolution. Those commitments 
amounts cannot be used for any other purpose unless the Municipality removes or changes 
the specified use by taking the same type of action it employed to previously commit those 
amounts. If a modification or cancellation needs to be made to any amount previously 
committed, an explanatory memorandum needs to be prepared accompanying the amended 
ordinance or resolution. There are instance in which public hearings might also need to be 
performed. 

Amounts that are constrained by the Municipality's intent to be used for specific purposes, 
but are neither restricted nor committed, are reported as assigned fund balance. The 
intended use of such funds is expressed by the Municipality's management through their 
departmental budgets which are submitted to the Municipality's Budget Office. The nature 
of the actions necessary to remove or modify an assignment only requires the approval of 
the Director of each department. 

The Municipality has the policy to consider that committed amounts would be reduced 
first, followed by assigned amounts, and then unassigned amounts as well as restricted 
amounts would be reduced first followed by unrestricted amounts, when expenditures are 
incurred for purposes for which amounts in any of those unrestricted fund balance 
classifications could be used. At June 30, 2014, the accompanying GFFS reported fund 
balances as restricted, committed, assigned and unassigned (see note 13). 

U. Municipal Solid Waste Landfill Closure and Post-closure Care Costs 

Municipal solid waste Landfill closure and post-closure care costs are accounted for under 
the provisions of Statement No. 18, Accounting/or Municipal Solid Waste Landfill Closure 
and Post-closure Care Costs, issued by GASS (GASB No. 18). The estimated liability for 
municipal solid waste landfill closure and post-closure care costs (including monitoring 
and maintenance) includes an estimate of aIJ costs to be incurred near or after the close of 
the Municipality's solid waste landfill. In the government-wide statement of net position, 
this liability is recognized under the accrual basis of accounting over the useful life of the 
landfill, even though such costs will only be incurred near or after the close of the landfill. 
The estimates of closing and post-closing costs include: 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

U. Municipal Solid Waste LandfiJI Closure and Post-closure Care Costs (Continuation) 

(1) the cost of equipment and/or facilities that wiU be acquired near the time the landfill 
stops accepting waste or after for the purposes of post-closure care and monitoring, (2) the 
cost of applying the final cover and (3) the cost of post-closure maintenance and 
monitoring. 

These cost estimates are made using current costs (costs that would be incurred if these 
services had been obtained during the current period) allocated in the accompanying 
statement of net position based on the landfill capacity used through June 30, 2014. The 
liability is adjusted annually to reflect the effects of inflation, advances in technology, 
changes in regulations or similar changes. 

Any changes in the estimated total current costs occur before the landfill stops accepting 
solid waste are reported in the period of the changes and an adjustment is made to the 
calculation, which is accounted for prospectively as a change in accounting estimate . 

Changes in the estimated total current costs for landfill closure and post-closure care costs 
may also occur after the date that the landfill stops accepting solid waste. These changes 
may include changes due to inflation (or deflation), changes in technology, changes in 
closure and post-closure care requirements, corrections of errors in estimation and changes 
in the extent of environmental remediation that is required. Changes in these estimates 
would be reported in the period in which the change is probable and reasonably estimable. 
In the GFFS, municipal solid waste landfill closure and post-closure care costs are recorded 
in the accounting period in which they are due under the modified accrual basis of 
accounting. 

V. Use of Estimates 

The preparation of basic financial statements in conformity with accounting principles 
generally accepted in the United States of America requires the Municipality's 
management to make significant estimates and assumptions that affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the 
date of the basic financial statements and the reported amounts of revenue and expenses 
during the reporting period. Actual results could differ from those estimates. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

1. GOVERNMENTAL ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (Continuation) 

W. Current Adoption of New Accounting Pronouncements 

The following new accounting standard was adopted by the Municipality effective July 1, 
2013: 

• GASB Statement No. 66, Technical Corrections-2012 an amendment of GASE 
Statements No. JO and No. 62. The objective of this Statement is to improve accounting 
and financial reporting for a governmental financial reporting entity by resolving 
conflicting guidance that resulted from the issuance of two pronouncements, 
Statements No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, 
and No. 62, Codification of Accounting and Financial Reporting Guidance Contained 
in Pre-November 30, 1989 FASB and AlCPA Pronouncements. 

This Statement amends Statement No. 10, Accounting and Financial Reporting for Risk 
Financing and Related Insurance Issues, by removing the provision that limits fund
based reporting of an entity' s risk financing activities to the general fund and the 
internal service fund type. As a result, governments should base their decisions about 
fund type classification on the nature of the activity to be reported, as required in 
Statement 54 and Statement No. 34, Basic Financial Statements- and Management's 
Discussion and Analysis-for State and Local Governments. 

This Statement also amends Statement 62 by modifying the specific guidance on 
accounting for (1) operating lease payments that vary from a straight-line basis, (2) the 
difference between the initial investment (purchase price) and the principal amount of 
a purchased loan or group ofloans, and (3) servicing fees related to mortgage loans that 
are sold when the stated service fee rate differs significantly from a current (normal) 
servicing fee rate. These changes clarify how to apply Statement No. 13, Accounting 
for Operating Leases with Scheduled Rent Increases, and result in guidance that is 
consistent with the requirements in Statement No. 48, Sales and Pledges ofReceivables 
and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues, 
respectively. 

• GASB Statement No. 65, Items Previously Reported as Assets and Liabilities. This 
Statement establishes accounting and financial reporting standards that reclassify, as 
deferred outflows of resources or deferred inflows of resources, certain items that were 
previously reported as assets and liabilities and recognizes, as outflows of resources or 
inflows of resources, certain items that were previously reported as assets and 
liabilities. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNT ABILITY 

The Municipality' s general fund is the only governmental fund for which an annual budget is 
legally adopted. The MunicipaUty' selected Mayor is legally required to prepare and submit to 
the elected Municipal Legislature an annual balanced budget for the ensuing fiscal year. The 
annual budget is prepared by the Municipality's Department of Finance, and takes into 
consideration the advice provided by all municipal department and divisions. 

The appropriation made for any fiscal year shall not exceed the total revenues, including 
available surplus, estimated for said fiscal year, unless the imposition of taxes sufficient to 
cover said appropriations is provided by law. The annual budget, which is developed utilizing 
elements of performance-based program budgeting, includes an estimate of revenues and other 
financing resources of the ensuing fiscal year under: (1) laws existing at the time the budget is 
submitted; and (2) municipal legislative measures proposed by the Mayor and submitted with 
the proposed budget, as well as the Mayor' s recommendations as to appropriations that in his 
judgment are necessary, convenient, and in conformity with the four-year governmental plan 
adopted by the Municipality. 

The Municipal Legislature may amend the budget submitted by the Mayor but not increase any 
items so far to cause a deficit without imposing taxes or identifying other sources of revenue 
to cover such deficit. Upon approval by the Municipal Legislature, the budget is referred to the 
Mayor who may decrease or eliminate any line item but not increase or insert any new line 
item in the budget. The Mayor may also veto the budget in it' s entirely and return it to the 
Municipal Legislature with his objections. If a budget is not adopted prior to the end of the 
fiscal year, the annual budget for the preceding fiscal year, as approved by the Legislature and 
the Mayor, is automatically renewed for the ensuing fiscal year until the Municipal Legislative 
and the mayor approve a new budget. This permits the Municipality to continue making 
payments for its operations and other purposes until the new budget is approved . 

The Municipality' s annual budget is prepared on the budgetary basis of accounting, which is 
not in accordance with GAAP. Accordingly, for budgetary purposes the Municipality uses 
encumbrance accounting. The encumbrances (principalJy purchase orders and contracts) are 
considered expenditures when commitment is made. 

For GAAP reporting purposes, encumbrances outstanding at year-ended are reservations of 
budgetary appropriations and GAAP fund balances and do not constitute expenditures or 
liabilities on a GAAP basis because the commitments of the general fund at the end of fiscal 
year will lapse to the following fiscal year. In addition, the Municipal Legislature may direct 
that certain revenues be retained and made available for spending within a specific 
appropriation account. Generally, expenditures may not exceed the level of spending 
authorized for an individual department or division of the Municipality. 
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MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNT ABILITY (Continuation) 

The Municipal ity follows these procedures, which are in accordance with the Autonomous 
Municipal Law for Municipalities of Puerto Rico (Law No. 81, as amended), in establishing 
the budgetary data reflected in the accompanying Budgetary Comparison Schedule - General 
Fund: 

• On or prior to May 15, the Mayor submits to the Municipal Legislature a proposed 
budget for the fiscal year commencing the following July l st. The proposed budget 
includes estimated expenditures and their financing sources. 

• The budget document is available for public inspection prior to its approval by the 
Municipal Legislature. 

• Prior to July 151, the annual budget is legally enacted through passage of the annual 
appropriation ordinance. 

• Subsequent to the enactment to the annual appropriation ordinance, the Municipal 
Legislature has the authority to make adjustments to the budget. 

The Municipality' s Finance Department has the responsibility to ensure that budgetary 
spending control is maintained on an individual department or division basis. The Finance 
Department may transfer part or all of any encumbrance balance within a department to another 
department subject to approval. 

Budgetary control is exercised through the Municipality' s accounting system. This system 
ensures that encumbrances or expenditures are not processed if they exceed the department or 
division's total available spending authorization, which is considered its budget. The legal level 
of budgetary control is at the indjvidual department level for the general fund expenditures, 
principal and interest due for the year for the debt service fund, and by bond or note 
authorization for capital expenditures. 

Since the budgetary basis differs from GAAP, actual amounts for the general fund are 
presented in the accompanying Budgetary Comparison Schedule to enhance comparability. 
The principal differences are as follows: 

• Encumbrances are recorded as expenditures under the budgetary basis and as 
commitment of fund balances under GAAP basis. 

• The Municipality receives certain revenues as contributions from governmental entities 
and legislative, which are not included therein nor are the related expenditures. 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continuation) 

Because accounting principles applied for purposes of developing data on budgetary basis 
differ significantly from those used to present governmental fund financial statements in 
conformity with GAAP, a reconciliation of differences in the deficiency of revenues and other 
financing sources under expenditures and other uses of financial sources for the year ended 
June 30, 2014 was presented for the general fund as part of the accompanying budgetary 
comparison schedule. 

The necessary adjustments to convert the result of operations of the general fund from the 
modified accrual basis of accounting to the budgetary basis for fiscal year June 30, 2014 are as 
follows: 

Results of operations as per statement of revenues, expenditures and 
changes in fund balances 

Adjustments: 
Less: 
Non-budgeted revenues recorded 
Current year encumbrances recognizes as expenditures for budgetary 
basis 
Add: 
Non-budgeted expenditures recorded 
Prior year encumbrances recorded as current year expenditures for 
GAAP purposes 
Excess of expenditures over revenues - budgetary basis 

$ (7, 113,273) 

(26,488,998) 

(5,491 ,357) 

35,097,785 

1,436,562 
$ (2,559.281) 

The Municipality is statutorily required to satisfy the debt service requirements, regard.less of 
whether such amounts are appropriated or not. Appropriations are enacted for certain 
departments and divisions. Appropriations for capital projects are made for each bond or note 
issue and authorization continues for the expected construction period. 

3. DEPOSITS AND INVESTMENTS 

The Municipality maintains its deposits of cash in various commercial banks located in Puerto 
Rico and Governmental Development Bank for Puerto Rico (GDB) a component unit of the 
Commonwealth, who serves as a fiscal agent for the Municipality. Proceeds from bonds and 
funds related to certain grant awards are required by law to be held with GOB. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

3. DEPOSITS AND INVESTMENTS (Continuation) 

On July 1, 2004, the Municipality adopted the provisions of GASB Statement No. 40 (GASB 
No. 40), Deposit and Investment Risk Disclosure, an Amendment to GASE Statement No. 3. 
Tbis statement requires that state and local governments disclose essential risk information 
about deposits and investments. The disclosure requirements cover four main areas: (1) credit 
risk, (2) interest rate risk, (3) custodial credit risk, (4) foreign exchange exposure. 

Credit Risk - This is the risk that an issuer or other counterparty to an investment will not 
fulfill its obligations. In compliance with the Jaws and regulations of the Commonwealth, the 
Municipality has adopted, as it' s custodial and credit risk policy, the Statement of Investment 
Guidelines for the Government of the Commonwealth of Puerto Rico. 

Accordingly, the Municipality invests only in obligations of the Commonwealth, obligations 
of the United States of America, certificates of deposits, commercial paper, bankers' 
acceptances, or in pools of obligations of the municipalities of Puerto Rico, which are managed 
by GDB. According to the aforementioned investment guidelines, the Municipality does not 
invest in marketable securities or any types of investments for which credit risk exposure may 
be significant. Therefore, the Municipality's management has conclud<?d that the risk related 
to any possible loss related to defaults by commercial banks on the Municipality's deposits is 
considered low at June 30, 2014. 

Interest Rate Risk - This is the risk that changes in interest rates of debt investments will 
adversely affect the fair value of an investment. The Municipality manages its exposure to 
declines in fai r values by: (1) not including debt investments in its investment portfolio at June 
30, 2014, (2) limiting the weighted average maturity of its investments to three months or less 
and (3) keeping most of its bank deposits in interest bearing accounts generating interest at 
prevailing market rates. 

The Municipality's investments in certificates of deposits are recorded at cost, which 
approximates their fair value. Therefore, the Municipality's management has concluded that 
at June 30, 2014, the interest rate risk associated with the Municipality's cash and cash 
equivalents is considered low. 

Custodial Credit Risk - In the case of deposits, this is the risk that in the event of a bank 
failure, the Municipality' s deposits may not be recovered. Pursuant to the Statement of 
Investment Guidelines for the Government of the Commonwealth of Puerto Rico, the balances 
deposited in commercial banks by the Municipality are insured by the Federal Deposit 
Insurance Corporation (FDIC) generally up to a maximum of $250,000 per depositor. 
However, under the laws and regulations of the Commonwealth, public funds deposited in 
commercial banks must be fully collateralized for the amount deposited in excess of federal 
depository insurance provided by the FDIC. All securities pledged as collateral are held by an 
agent of the Secretary of the Treasury of the Commonwealth in the name of the Municipality. 
Deposits with GOB are uninsured and uncollateralized. 
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MUNICIPALIT Y OF CAROLINA 

Notes to Financial Statements 
As of a nd for the Year E nded June 30, 2014 

3. DEPOSITS AND INVESTMENTS (Continuation) 

C ustodial Credit Risk (Continuation) 
However, no losses related to defaults by GDB on deposit transactions have been incurred by 
the Municipality through June 30, 2014. 

Foreign Exchange Risk - The risk that changes in exchange rates will adversely affect the 
value of an investment or a deposit. According to the aforementioned investment guidelines, 
the Municipality is prevented from investing in foreign securities or any other types of 
invesbnents in which foreign exchange risk exposure may be significant. Accordingly, 
management has concluded that the foreign exchange risk related to the Municipality's 
deposits is considered low at June 30, 2014. 

At June 30, 2014, the total deposits are as follows: 

Ma~ j!£Vcrnmcotal funds 

Debc Capiw Economic Workfurce Othet- Total 

General service project development invesunem govc:mmental goverrunenllll 

fund Fund Fund fund fund funds funds 

Uruesoictcd cash and cash 
equivalell!S in commercial 
banb s 36,756,108 s $ s 69,SOS s s - s 36.825.613 
T 0tal unrestricted cash 36.756.108 69 sos 36.825,613 

Restricted cash: 
Cash and cash equivalent in 
commercial banks 6,382,645 829.812 68,261 ,923 4,184.124 4,S69 4.387,417 84,0S0,490 
Cash wilh 6scal agem. GOB 192 76,841.696 1.358.035 78,199,923 

Toca! restricted cash 6,382,837 77,671,S08 69,619,958 4,184,U4 4 S69 4,387,417 162.250,413 

T Ola! deposits and 
invcstmems s 43,138,945 s 77,671,S08 S 69,619.9S8 s 4,253,629 s 4,569 s 4,387,417 s 199.o76.026 

4. PROPERTY TAXES 

The Municipality is authorized by law to impose and collect personal and real property taxes 
from any natural or legal person engaged in trade or business that, at January I of each year: 
(1) is engaged in trade or business and is the owner of personal property or real property used 
in trade or business or (2) owns residential real property with a value in excess of $150,000 (at 
1957 market prices). 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

4. PROPERTY TAXES (Continuation) 

The CRIM is responsible for the assessment of all real and personal property located within 
the Munjcipality and for the levy, admirustration and collection of the corresponding taxes. 
Personal property taxes are self-assessed by taxpayers every year using the book value of 
personal property assets owned by the taxpayer at January 1 and reporting such taxable value 
through a personal property tax return filed on May 15 subsequent to the assessment date. 

At June 30, 2014, the total personal property tax rate in force was 8.28 % (of which taxpayers 
pay 8.08% and the remaining 20% is paid by the Department of Treasury of the 
Commonwealth, as a subsidy). Complete exemption from personal property taxes up to an 
assessment of $50,000 is granted to retailers with an annual volume of net sales under 
$150,000. The Department of Treasury instead of the property taxpayers becomes the source 
of payment in these cases. 

The assessment on real property is made every January 1 and is based on estimated current 
values of the property deflated at 1957 market prices. At June 30, 2014, the total real property 
tax rate in force was 10.28% (of which 10.08% is paid by taxpayers). Real property taxes are 
billed by the CRJM and are due in two equal installments in July and January fo llowing the 
assessment date. Residential real property occupied by its owner is exempt by law from 
property taxes on the first $150,000 of the assessed value ($15,000 at 1957 market prices). For 
such exempt amounts, the Department ofTreasury of the Commonwealth assumes payment of 
the basic tax (4% and 6% for personal and real property, respectively) to the Municipality, 
except for property assessed of less than $3,500 (at 1957 market prices), for which no payment 
is made. In addition, veterans have additional exemption from taxes of $5,000 of the assessed 
value of real property. The revenue related to the basic tax on exempt property is recorded in 
the general fund when collections are received from the CRIM. According to Act No. 81, 
CRIM is required to remit 1.03% of the personal and real property tax collected to the 
Municipality to be used for the partial funding of the debt service requirements on general 
obligations and notes payable of the Municipality. 

In addition, there is a portion of the tax rate of 3 .25% of the total personal property and real 
property taxes collected by CRIM that is restricted for the debt service requirements of the 
Municipality and is retained by GDB for such purposes. Accordingly, such amount is recorded 
as revenues in the debt service fund when collected and reported by the CRIM. Since the 
collection of property taxes from the taxpayers is under the administration of the CRIM, the 
Municipality recognized as expenditure the operational expenses allocated by the CRIM to the 
Municipality, which amounted to $ 1,892,383 during the fiscal year ended June 30, 2014. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

4. PROPERTY TAXES (Continuation) 

CRIM reports annually to the Municipality the estimated amount of property tax expected to 
be collected for the ensuing fiscal year. Throughout the fiscal year, CRIM advances funds to 
the Municipality based on the initial estimated collection amounts for the fiscal year. CRCM is 
required by law to prepare a settlement statement on a fisca l year basis, whereby a comparison 
is made between the amounts advanced to the Municipality and the property tax amounts 
actually collected from taxpayers during the fiscal year. This settlement has to be completed 
no later than December 31 following the fiscal year end. If CRIM remits to the Municipality 
property tax advances, which are less than the property tax actually collected, an 
intergovernmental receivable is recorded at June 30 in the Municipality's basic financial 
statements. However, if advances exceed the amount actually collected by CRIM, an 
intergovernmental payable is recorded at June 30. For the fiscal year ended June 30, 2014, the 
property tax collections not exceeded the advances remitted by CRIM by $2, 197 ,622, which 
are recorded within intergovernmental payables in the accompanying GWFS and OFFS (see 
notes 8 and 11 ). The following is a summary of the property tax advances during fiscal year 
2013-2014, which resulted as an intergovernmental payable, at June 30, 2014: 

Amortization through collections of property taxes by the CRIM 
Advance received from CRIM 
Amount due for year 2012 - 2013 
Due to CRIM 

$ 48,722,665 
50,920,287 

530,717 
$ (2.728.339) 

This amount was recorded as part of current amount due to other governments in the 
accompanying government wide-statement of net position and governmental fund-balance 
sheet. The total amount due to CRIM amounted $12,059,407 as presented in the note 11. 

Furthermore, included within the total personal and real property tax rates of 8.28% and 
10.28%, respectively, there is a portion of the tax rates that is recorded in the Municipality's 
general fund, of which a portion is restricted for the payment of: (1) the insurance premiums 
acquired through the Department of Treasury, (2) the principal and interest on five 
Municipality's general obJigation bonds, (3) the monthly contributions to CRIM, which are 
statutorily required as the Municipality' s share of CRIM's operating expenses, (4) statutory 
contributions to the Puerto Rico Health Services Administration (PRHSA), as the 
Municipal ity's share of the cost of the public heaJth insurance coverage provided to qualifying 
low-income citizens, (5) certain notes payable to CRIM (see note 11) and, (6) certain amounts 
due to certain agencies and component units of the Commonwealth, which are recorded within 
intergovernmental payables in the accompanying GWFS and GFFS . 

70 

Gr G oNzALEZ T oRRES & C o., PSC 
Certified Public Accountants and Consultants 
.._ ot; .AICPt.. Pfl ~ ol CP4 ond ,___ ol c.nif>ed frr..cl ~ 



-
-

-

-
.... 

.... 

-

-

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

4. PROPERTY TAXES (Continuation) 

The 0.20 percent of unrestricted personal and real property truces paid by the Department of 
Treasury as a subsidy is recorded in the Municipality' s general fund. The Traditional Lottery 
System of the Commonwealth (the "Additional Lottery") is an operational unit reported as an 
enterprise fund of the Commonwealth' s basic financial statements, which currently operates 
several betting alternatives for the citizens of Puerto Rico. The Traditional Lottery is required 
every year to distribute a portion of its excess of revenues over expenses as follows: 

• Thirty five percent (35%) of its net earnings (defined as the excess of revenues over 
expenses less an amount earmarked for the Fund for Rent and Home Improvement 
Subsidy Program for the Low-Income Qualifying Elderly) is earmarked to the 
municipalities of the Commonwealth of which a maximum of$26 million, on an annual 
basis, is distributed to the Municipal Equalization Fund held by CRIM to cover 
operating expenses and permanent improvements of the municipalities. 

• An additional amount not exceeding $16 million, on an annual basis, is distributed to 
the Municipal Equalization Fund, provided it is within the 35% corresponding to the 
municipalities of the Commonwealth. When the accumulated municipal appropriations 
from the municipalities Puerto Rico Health Reform are covered up to June 30, 1997, 
these resources will be assigned to the Health lnsurance Administration, a component 
unit of the Commonwealth . 

5. MUNICIPAL LICENSE TAXES AND SALES AND USE TAXES 

A. Municipal License Tax 

The Municipality is authorized by Act No. 81 to imposes and collect municipal volu.rne 
license taxes to any natural or legal person having trade or business activities within the 
territory of Carolina, which are not totally or partially exempt form tax pursuant to the 
Industrial Incentives Act of the Commonwealth of Puerto Rico. This is a self-assessed tax 
based on the business volume in gross sales as shown in the tax return. The declaration 
fi lling date is ten days after the State Income Tax is filed (usually the 15th day of April of 
each year). 

Entities with sales volume of $3 million or more must include rates established by the 
Municipality. At June 30, 20 14, the municipal tax rates imposed by the Municipality were 
1.50% for financing institutions and .50% for any other taxpayers. Any taxpayers, who 
have been granted with partial tax exemptions under any of the incentive tax laws of the 
Commonwealth, ultimately pay municipal license taxes at reduced tax rates, generally 
between 60% and 90% under standards rates. Each taxpayer must assess his/her 
corresponding municipal license tax by declaring his/her volume of business through a tax 
form based on the actual volume of business generated in the preceding year. 
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Notes to Financial Statements 
As of and for the Year E nded June 30, 2014 

5. MUNICIPAL LICENSE TAXES AND SALES AND USE TAXES (Continuation) 

A. Municipal License Tax (Continuation) 

The tax can be paid by the taxpayer in two equal installments: (1) the first payment due in 
July 15, and (2) January 15 subsequent to the filling of the declaration. 

The first installment of the tax covers the taxable period (six months) ended December 31 
subsequent to the fi ling date of the declaration, while the second installment of the tax 
covers the taxable period (six months) ended June 30 of the subsequent calendar year. 

If a taxpayer elects to pay the tax in full on the filing date of the declaration, a 5% discount 
is granted automatically in the tax amount due. The minimum gross revenue to file the 
Volume of Business Tax declaration is $5,000 and the minimum tax payable is $25. 
Municipal license taxes collected in advance (that is, prior to June 30 but pertaining to the 
next fiscal year) are recorded as advances of municipal license tax revenues in the GWFS 
and the GFFS (see note 7). As of June 30 2014, the total advances of municipal volume of 
business taxes collected was $24,274,000, which is part of deferred inflows and the 
receivable balance (net of the allowance for estimated uncollectible amounts) was 
$4,824,645. 

B. Municipal Sales and Use T axes 

On July 4, 2006, the Governor of Puerto Rico signed Act No. 117, known as the "Tax 
Fairness Act o/2007" (hereinafter the "Act"). Among its provisions, the Act provides for 
sales and uses tax of 5.5% at a Commonwealth level and authorizes the municipalities to 
impose sales and uses tax of 1.5% at the municipal level. On July 12, 2006, the Municipal 
Legislature of the Municipality of Carolina approved the Ordinance No. 03 (Series 2006-
2007) based on the State Public Law No. 117 establishing a local sales and use tax of 1.5% 
over the sale of goods and services made within the Municipalities boundaries. 

Under this Ordinance, any person or legal entity doing business or making retail sales are 
required to register on the Municipality to obtain a retailer's Registration Certificate. The 
retails are required to file monthly sales tax returns by the 20th day following the month in 
which the tax was collected. 

On July 29, 2007, the Public Law No. 80 established that the municipalities may collect 
only I% of its sales and use tax and the Puerto Rico Treasury Department (PRTD) the other 
0.5%. Consequently, the Ordinance No. 15 (Series 2007-2008) was approved in order to 
revise the local sales and use tax of 1 % at the municipal level. Resources collected would 
be used for construction, permanent improvements, health and public safety services, the 
improvements in the management of solid waste disposal and the implementation of 
recycling programs by the Municipality. 
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As of and for the Year Ended June 30, 2014 

5. MUNICIPAL LICENSE TAXES AND SALES AND USE TAXES (Continuation) 

B. Municipal Sales and Use Taxes (Continuation) 

Sales and uses taxes collections (at the municipal level of 1%) during fiscal year 2013-14 
amounted to $19,859,925. The tax collected by PRTD will be distributed to the 
municipalities in three separate funds: 

• Municipal Redemption Fund - composed of .2% of the .5% collected by the PRTD. To be 
used to grants loans for the exclusive benefit of the municipalities. This fund, in addition 
to other variables, is used to calculate the Municipality's borrowing power within a specific 
timeframe. The Municipality's contribution to the fund was $3,343,399 for the year ended 
June 30, 2014. This amount was recorded in the debt service fund. 

• Municipal Development Fund - composed of .2% of the .5% collected by the PRTD. 
To be used to establish a Municipal Development Fund to be distributed within all 
municipalities by formula based on total amounts collected, operational budgets and 
population. The amount received from this fund in the fiscal year ended June 30, 2014 
was $175,625. 

• Municipal Improvements Fund - composed of .1 % of the .5% collected by the PRTD. 
To be distributed and assigned by the State Legislature for construction and permanent 
improvements projects to the municipalities. No benefit was received from this fund in 
the fiscal year 2013-14. 

6. INTERFUND TRANSACTIONS 

Inter-fund transactions as of and for the year ended June 30, 2014 consisted of the following: 

Ooeratine Transfers 

Transfer to 

Major funds: 

General fund 
Debt service fund 
Capital project fund 
Economic developirent fund 

Transfers from 

General Fund 

Debt 
Service 
Fund 

Capital 
Project Fund 

s s 5,776,358 s 1,159,248 
6,205.969 

955,851 
l ,226,278 

S7,16I.820 S7,002,636 Sl,159,248 
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Other 
G>vemrrental 

Funds 

s 1.555,186 

Sl.555.186 

Total 

s 8,490,792 
6,205,969 

955,851 
1.226,278 

$16,878,890 
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6. INTERFUND TRANSACTIONS (continuation) 

Due from/to other funds 

Debt Capital Economic 
General service project development 

fund fund fund fund 
Major funds: 

General fund s s 287,859 $ 4,975,783 $ 491,150 
Debt service fund 

Capital project fund 1,102,860 
Economic development fur 301.889 162 
Other governmental funds 1,134,.Jn 

s 2,539,121 s 287,859 s 4,975,945 s 491,150 

Other Total 
governmental Governmental 

funds Funds 

$ 3,636,744 $ 9,391,536 

L,102,860 
31,380 333.431 

L,134,372 

s 31668,124 $ 11 ,962,199 

Inter-fund transfers in/out reflect the transfers of resources between from one governmental 
fund to another without the attempt of recovering. Inter-funds receivables and payables 
represent the pending settlements of the certain intra-entity balance, which are considered by 
management to be fully realizable at June 30, 2014. As mentioned earlier, the inter-fund 
receivables and payables and operating transfer in and out recorded in the accompanying GFFS 
are eliminated on the GWFS, as part of the consolidation of interfund balances and transaction. 

7. DEFERRED INFLOWS AND ADVANCES 

Deferred inflows of resources and advances recorded in the accompanying GFFS are as 
follows: 

Municipal license taxes $ 

Property taxes 

Sales taxes 

Landfill service charges 

intergovernmental grants 

Other 

$ 

Debt Economic 

General Service Development 

Fund fimd Fund 

29,017,286 $ $ 

4,435,631 

1,318,185 

104,990 

7,946 

30,440,461 $ 4,435,631 7,946 
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Other 

Governmental 

flllld Total 

$ $ 29,017,286 

4,435,631 

1,318,185 

104,990 

5,619,000 5,619,000 

29,400 37,346 

$ 516481400 $ 4-0,532,438 
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Notes to Financial Statements 
As of and for the Year Ended J une 30, 2014 

7. DEFERRED INFLOWS AND ADVANCES (Continuation) 

General fund - the deferred inflows of municipal license taxes in the general fun~ are taxes 
collected during fiscal year 2013-2014 that will be earned as revenues in fiscal year 2014-2015. 
Sales truces and landfill service charges are deferred inflows of resources that are receivable as 
of June 30, 2014 and not met the availability crietria for revenue recognition in governmental 
funds. 

Debt service fund-the deferred inflows of resources are property taxes receivable related with 
the special additional property tax for the payment of general obligation debt service 
requirement, which do not met the availability criteria for revenue recognition. 

Other goyernmental funds - the deferred inflows of resources recorded in other governmental 
funds include mainly intergovernmental grant for which qualified expenditures have not been 
incurred and other resources collected in advance. 

8. INTERGOVERNMENTAL PAYABLE 

Due to other governmental units recorded in the accompanying GWFS and GFFS consists of 
the following: 

Included in Included in Included in Other Total 
General Workforce i.nv Governmental governmental 

fund fund funds funds 

Puerto Rico Electric Power Authority s 141,377 $ - $ - $ 141 ,377 

Municipal Revenue Collection Center (CRJM) 2,728,339 2,728,339 
Employees Retirement System of the Government 

of Puerto Rico 611 ,862 611,862 

Puerto Rico Department of the Family (ACUDEN) 14,940 14,940 

Aqueduct and Sewer Authority (AAA) 390,000 390,000 

Human Resource Development Occupational Council 163 163 

Tot.I s 3,871,578 s 163 s 14,940 s 3,886,68L 

9. INTERGOVERNMENTAL REVENUES 

Sources of intergovernmental revenue consist primarily of governmental contributions from 
the Commonwealth of Puerto Rico, received through the Puerto Rico Treasury Department 
and "in lieu of tax" contribution from a "quasi-public" corporation, such as the Puerto Rico 
Electric Power Authority (PREPA) amounting to $4,823,588 and $14,047,880, respectively. 
These intergovernmental revenues are accounted for in the general fund. 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

10. CAPITAL ASSETS 

Capital assets activity for the year ended June 30, 2014, was as follows: 

Retirements, 
Balance at June dispositions and 

30 2013 Addiuon.s reclassifications 

Govermental activities 

Cost basis of capital assets, not 

being depreciated I amortized. 

Land s 1,324,183,806 s 5,197,085 s 
Construction in progress 66,446,965 13,656,.281 (55, 131,532) 

Infraestrueture in Progress 1211HS2 m.2!M (12 J2.41QQ} 
Total capital assets, not being depreciated/ 
amortized: I 41Ql22221 12 42~.21Q (114222J2l 

Cost basis of capital assets, 

being depreciated I amoruzed: 

Building, lnfraes1n1crure and improvements 616,012,020 4,514,477 71 ,496,232 
Licensed vehicles. machinery, 
equipment furniture and fixtures ~~ 28J ~21 J ~88 !!~2 (2~8 2JQ) 

Total capital assets, being depreciated I 
amortized; 610.995 481 8 003 IJJ 1123Z3Q2 

Total cost basis of capital assets 2 Q81 362 IQ2 21428 40J 1258 230) 

Less: accumulated depreciation and 
amomzation: 

Bw1dings, infrastructure and 
improvements ( 114,159,834) {12,.269,238) 

Licensed vehicles, machinery, equipment, 
fumitures and fixtures £M21882Q) (~ Q~Q 424) 258 9JQ 

Tot.al accumulated depreciation and 
amortization 04Q838 254) (17 282 662) 258 93Q 

T ol8.I capital assets, net $ I 940 523 448 ~ 10 138.lil ~ -
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Balance at June 30. 
2014 

s 1,329 ,380,891 

24,971,714 

l~JQ~ 

I JS822~2~2 

692,022, 729 

~8.2U 181 

150.2J5 91!! 

2 l!l8 m 575 

(126,429.072) 

(Jl~QJl4) 

(1518223821 

$ I 95Q 662 189 
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10. CAPITAL ASSETS (Continua tion) 

Depreciation and amortization expense for the fiscal year ended June 30, 2014, was charged 
to functions in the accompanying statement of activities as follows: 

General government $ 5,113,808 

Public safety 1,779,955 

Public works, streets and transportation 4,206,817 

Sanitation 2,055,265 

Recreation and sports 790,630 

Education and training l,316,130 

Housing and buidings 1,312,437 

Employment opportunity 22,267 

Economic development 159,961 

Welfare 532,392 
$ 17,289,662 

The Municipality's policy is to transfer construction in progress properly concluded to other 
classification of capital assets if such capital project is being used. When capital assets that are 
to be used in governmental activities are purchased or constructed, the resources expended for 
those assets are reported as expenditures in the governmental funds within the capital outlays 
and included as additions in the roll-forward activity of the capital assets in the governrnent
wide financial statement. However, in the statement of activities, the cost of those assets is 
allocated over the estimated useful lives and reported as a depreciation expense. As a result, 
fund balance in governmental fund financial statements decreases by the capital outlays 
balance, which is the amount of current financial resources expended, whereas net position 
decreases by the amount of depreciation expense charged for the year. 

11. LONG TERM DEBT 

The general long-term debt activity for the year ended June 30, 2014 was as fo llows: 

Bonds and naces payables 

Federal llO{CS poyables 

NOICS poyable to CRIM 

Cornpe-.tcd ahseooes 

Esti:natcd iabtlily for municipal 
solid waste landfill CloslJfC and 
potttclosurc care casts 

Clams and JUdgireru 

Total 

Balance at ~or Paymcruor Balsncc at 

JlllC 30, 2013 Additions Deductions June 30, 2014 

$ 345.787.690 s 43,860,000 s (23,529,690) s 366.11 &.000 

9,220,000 (965,000) 8,255.000 

10.407.699 2.197,622 (545,914) 12.059.407 

15,312.749 2.<>02.064 (2,830,368) 15,084.445 

2,568.700 (1.033,850) 1.534,850 

2.,816,541 1.219,112 {2,299,988) 1,735.665 

$ 386, 113.379 s 49.878,798 s p 1.201,810) s 404,787.367 
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Due wilhio Longterm 

one year portion 

s 24.616.000 s 341,502.000 

965,000 1m.ooo 
2.m.339 9.331.068 

146.361 14,93&.084 

1,534,850 

8.262 1,727,«lJ 

s 28.463.962 s 376~23,405 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (continuation) 

A. Debt Limitation 

The Municipality's Legislature is legally authorized to determine the contracting of debts 
of the Municipality. Nevertheless, the laws and regulations of the Commonwealth also 
provide that: 

• Direct obligations of the Municipality (evidenced principally by bonds and notes) are 
based in the full faith, credit and taxing power of the Municipality; and 

• Direct obligations are not to be issued if the amount of the principal of, and interest on, 
such bonds and notes (and on all such bonds and notes issued thereafter) which are 
payable in any fiscal year, together with any amount paid by the Municipality in the 
preceding fiscal year on accounts of bonds or notes guaranteed by the Municipality, 
exceed 10 percent of the total assessed value of the property located within the 
Municipality plus the balance of the ad valorem taxes in the debt service fund, for bonds 
payable to be repaid with the proceeds of property taxes restricted for debt service. 

In addition, before any new bonds or notes are issued, the revenues of the debt services 
fund should be sufficient to cover the projected debt service requirement. At June 30, 
2014, the Municipality is in compliance with the debt limitation requirements. 

B. Bonds Payable 

The Municipality issues general and special (public improvements) obligations bonds and 
notes to provide for the acquisition, construction and improvements of major capital assets, 
as well as, to finance certain operations' needs . 

The laws and regulations of the Commonwealth provide that the Municipality's public debt 
will constitute a first claim on the available revenues of the Municipality. Public debt 
includes bonds and bond anticipation notes. The good faith, credit and taxing power oftbe 
Municipality are irrevocably pledged for the prompt payment of the principal and interest 
of bonds and bond anticipation notes. The Municipality levies an annual additional special 
tax of the assessed value of personal and real property. The proceeds of this additional 
special tax are deposited in a sinking fund established at GDB whereby sufficient funds are 
set aside to redeem the bonds payable of the Municipality in minimum annual or 
semiannual principal and interest payments. The collections of this specia l tax are recorded 
in the Municipality's debt service fund. 

For financial reporting purposes, the outstanding balances of bonds represent the total 
principal to be repaid. Bonds and notes payable are composed as fo llows at June 30, 2014: 
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11. LONG TERM DEBT (continuation) 

B. Bonds Payable (Continuation) 

General obligation and Special bonds : 

2013 serial bonds, original issuance amount of $9,020,000 due in annual principal 
instaUments of$490,000 to $745,000; plus interest due in semiannually installments 
with rate of7.50%, as of June 30, 2014 to July I, 2027 

2013 serial bonds, original issuance amount of $13 , 185,000 due in annual principal 
installments of $485,000 to $895,000; plus interest due in semiannually installments 
with variable rates of 6% to 7.50, as of June 30, 2014 to July 1, 2032 

2013 serial bonds, original issuance amount of $3,350,000 due in annual principal 
installments of$l80,000 to $280,000; plus interest due in semiannually instaUments 
with rate of7.50%, as of June 30, 2014 to July 1, 2027 

2013 serial bonds, original issuance amount of $12,980,000 due in annual principal 
installments of $685,000 to $1,070,000; plus interest due in semiannually installments 
with of 6%, as of June 30, 2014 to July 1, 2028 

2013 serial bonds, original issuance amount of$16,435,000 due in annual principal 
installments of $450,000 to $985,000; plus interest due in semiannually installments 
with rate of 7 .50%, as of June 30, 2014 to July 1, 2037 

2014 serial bonds, original issuance amount of$7,550,000 due in annual principal 
installments of $190,000 to $445,000; plus interest due in semiannually installments 
with rate of7.50%, as of June 30, 2014 to July 1, 2038 

2014 serial bonds, original issuance amount of $1,270,000 due in annual principal 
installments of $40,000 to $80,000; plus interest due in semiannually installments 
with rate of 4.25%, as of June 30, 20 14 to July 1, 2035 

2014 serial bonds, original issuance amount of $5,625,000 due in annual principal 
installments of $150,000 to $325,000; plus interest due in semiannually installments 
with rate of 4.25%, as of June 30, 20 14 to July 1, 2038 

2012 serial bonds, original issuance amount of $860,000 due in annual principal 
instaJlments of $110,000 to $135,000; plus interest due in semiannually installments 
with variable rates of 6.50% to 7 .SO, as of June 30, 2014 to July I , 2019 

2012 serial bonds, original issuance amount of $5,995,000 due in annual principal 
installments of $255,000 to $405,000; plus interest due in semiannually installments 
with variable rates of6.50% to 7.50% as of Jun e 30, 2014 through July I, 2032 
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Oustanding 
Amount 

$8,055,000 

12,235,000 

2,995,000 

12,295,000 

15,985,000 

7,360,000 

1,230,000 

5,475,000 

635,000 

5,555,000 
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11. LONG TERM DEBT (continuation) 

B. Bonds Payable (Continuation) 

General obligation and Special bonds (Continuation) 

2012 serial bonds, original issues amount of $830,000 due in annual principal 
instalments of $20,000 to $55,000; plus interest due in semiannually installments 
with variable interes rates of $6.50% to 7.50%, as of June 30, 2014 to July 1, 2037 

2012 serial bonds, original issues amount of $8,810,000 due in annual principal 
installments of $245,000 to $510,000; plus interest due in semiannually installments 
with variable rates of 6% to 7 .50% at June 30, 2014 through JuJy l , 2036 

2012 serial bonds, original issues amount of$5,880,000 due in annual principal 
installments of $160,000 to $350,000; plus interest due in semiannually installments 
with variable rates from 6% to 7.50% as of June 30, 2014 through July l , 2036 

2010 serial bonds, original issues amount of $23,395,000 due in annual principal 
installments of$6 15,000 to $1 ,475000; plus interest due in semiannually installments 
with variable rates of 6% to 7.50% as of June 30, 2014 through July 1, 2035 

2009 serial bonds, original issues amount of $21, 165,000 due in annual principal 
installments of $780,000 to $1 ,515,000; plus interest due in semiannually installments 
with rate of 5% as of June 30, 20 14 through July 1, 2030 

2009 serial bonds, original issues amount of $38,940,000 due in annual principal 
installments of$1 , 1195,000 to $2,640,000; plus interest due in semiannually installments 
with interest at 4.25% as of June 30, 2014 through July l , 2032 

2008 serial bonds, original issues amount of $9,586,000 due in annual principal 
installments of $430,000 to $631,000; plus interest due in semiannually installments 
with variable rates at June 30, 2014 through July 1, 2028 

2008 serial bonds, original issues amount of $6,370,000 due in annual principal 
installments of $375,000 to $585,000; plus interest due in semiannually installments 
with variable rates at 5% to 6 .50% June 30, 2014 through July 1, 2023 

2008 serial bonds, original issues amount of $3,650,000 due in annual principal 
installments of $95,000 to $245,000; plus interest due in semiannually installments 
with interest at 5% at June 30, 2014 through July 1, 2033 

2008 serial bonds, original issues amount of $800,000 due in annuaJ principal 
installments of $125,000 to $130,000; plus interest due in semiannually installments 
with interest at 5% at June 30, 20 14 through July 1, 2015 
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790,000 

8,100,000 

5,415,000 

21,085,000 

17,740,000 

33,470,000 

7,371,000 

4,360,000 

3, 135,000 

130,000 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

B. Bonds Payable (Continuation) 

General obligation and Special bonds (Continuation) 

2008 serial bonds, original issues amount of $35,6 10,000 due in annual principal 
installments of$1,240,000 to $2,580,000; plus interest due in semiannually installments 
with variable rates at June 30, 2014 through July 1, 2030 

2007 serial bonds, original issues amount of $32,355,000 due in annual principal 
installments of $1,835,000 to $2,845,000; plus interest due in semiannually installments 
with interest rate at 5.00% as of June 30, 2014 through July 1, 2023 

2006 serial bonds, original issues amount of $ 1,450,000 due in annual principal 
installments of $99,000 to $135,000; plus interest due in annually installments 
with interest rate at 5.12% as of June 30, 2014 through January 1, 2021 

2006 serial bonds, original issues amount of $27.475,000 due in annual principal 
installments of $1,495,000 to $2,325.000; plus interest due in semiannually installments 
with interest rate at 5.00% as of June 30, 2014 through July 1, 2023 

2006 serial bonds, original issues amount of $2,830,000 due in annual principal 
installments of $85,000 to $195,000; plus interest due in semiannually installments 
with interest rate at 5.00% as of June 30, 2014 through July 1, 2031 

2005 serial bonds, original issues amount of $12,470,000 due in annual principal 
installments of $560,000 to $955,000; plus interest due in semiannually installments 
with interest rate at 5.00% as of June 30, 2014 through July I, 2025 

2005 serial bonds, original issues amount of $12,4 70,000 due in annual principal 
installments of $530,000 to $955,000; plus interest due in semiannually installments 
with interest rate at 5.00% as of June 30. 2014 through July 1, 2025 

2005 serial bonds, originalissues amount of $12,460,000 due in annual principal 
installments of $550,000 to $955,000; plus interest due in annually installments 
with interest rate at 5.00% as of June 30, 2014 through July I, 2025 

2004 serial bonds, original issues amount of $ 15,550.000 due in annual principal 
installments of $765,000 to $1 , 190,000; plus interest due in annually installments 
with interest rate at 5.00% as of June 30, 2014 through July I, 2023 

2003 serial bonds, original issues amount of $4,000,000 due in annual principal 
installments of $152,000 to $259,000; plus interest due in annually installments 
with interest rate at 4.50% as of June 30, 2014 through July 1, 2027 
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29,320,000 

21 ,220,000 

812,000 

17,330,000 

2,265.000 

8,3 10,000 

8,3 10,000 

8,310,000 

8,870.000 

2,612,000 
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11. LONG TERM DEBT (continuation) 

B. Bonds Payable (Continuation) 

General obligation and Special bonds (Continuation): 

2003 serial bonds, original issues amount of $1 ,310,000 due in annual principal 
installments of $45,000 to $105,000; plus interest due in semiannually installments 
with variable interest rate at 1.23% to 6.50% as of June 30, 2014 through July l , 2027 

2003 serial bonds, original issues amount of $23,000,000 due in annual principal 
installments of $810,000 to $1 ,625,000; plus interest due in semiannually installments 
with interest rate at 5.50% as of June 30, 2014 through July l , 2027 

2003 serial bonds, original issues amount of $1,360,000 due in annual principal 
installments of $50,000 to $88,000; plus interest due in annually installments 
with interest rate at 4.50% as of June 30, 2014 through January 1, 2028 

2003 serial bonds, original issues amount of $23,500,000 due in annual principal 
installments of $850,000 to $1.8 l 0,000; pl us interest due in semiannually installments 
with interest rate at 5.60% as of June 30, 2014 through January 1, 2027 

2003 serial bonds, original issues amount of $5,040,000 due in annual principal 
installments of $185,000 to $365,000; plus interest due in semiannually installments 
with interest rate at 5.04% as of June 30, 2014 through July 1, 2027 

2003 serial bonds, original issues amount of $4,310,000 due in annual principal 
installments of $155,000 to $330,000; plus interest due in semiannually installments 
with interest rate at 5.60% as of June 30, 2014 through July 1, 2027 

2001 serial bonds, original issues amount of $20, 120,000 due in annual principal 
installments of $1 , 185,000 to $1,805,000; plus interest due in semiannually installments 
with variable interest rate of 4.73% to 5.29% as of June 30, 2014 through July 1, 2020 

2000 serial bonds, original issues amount of $30,285,000 due in annual principal 
installments of$2,l65,000 to $2,400,000; plus interest due in semiannually installments 
with variable interest rate of 4.73% to 5.01% as of June 30, 2014 through JuJy l , 2017 

1999 serial bonds, original issues amount of $23,890,000 due in annual principal 
installments of $ 1,035,000 to $1 ,630,000; plus interest due in semiannually installments 
with interest rate of5.75% to 6.10% as of June 30, 2014 through January 1, 2024 
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930,000 

15,630,000 

938,000 

16,575,000 

3,460,000 

3,035,000 

9,135,000 

7,060,000 

14,110,000 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (continuation) 

B. Bonds Pavable (Continuation) 

General obligation and Special bonds (Continuation: 

1998 serial bonds, original issues amount of $13, 165,000 due in anouaJ principaJ 
installments of $740,000 to $1 ,175,000; plus interest due in semiannuaJly installments 
with variable interest rate of 6.19% to 6.56% as of June 30, 2014 through July I, 2020 

1997 serial bonds, originaJ issues amount of $2,370,000 due in annual pri ncipaJ 
installments of $1J 0,000 to $205,000; plus interest due in semiannuaJly installments 
with variable interest rate of 6. 19% to 6.56% as of June 30, 2014 through July 1, 2022 

1996 serial bonds, original issues amount of $10,475,000 due in annual principal 
installments of $935,000 to $1 ,010,000; plus interest due in semiannually installments 
with interest rate of 6.58% as of June 30, 2014 through July 1, 2015 

1995 serial bonds, original issues amount of $ 16,630,000 due in annual principal 
installments of $995,000 to $1,465,000; plus interest due in semiannually installments 
with variable interest rate of 6.58% to 6.63% as of June 30, 2014 through July 1, 20 J 9 

Total general obligation and special bonds 

Federal Not.es Payables: 

2006 serial loan guarantee federal program, original issues amount of $5,000,000 due in 
annual p.rincipal installments of $250,000; plus interest due in semiannuaJly installments 
with variable rates of S.07% to 5.77% as of June 30, 2014 through August l , 2026 

200 I serial loan guarantee federal program, original issues amount of $14,300,000 due 
in annual principal installments of $715,000 to $2, 145,000; plus interest due in 
semiannually installments with variable rates of 0.67%% to 2.45% at June 30, 2014 
through August 1, 2020 

Total Federal Notes 

Total general and special obligation bonds and federal notes payable 

Less: current portion due in fiscal year ended June 30, 2014 (reported as bonds and 
notes payables in Statements of Net Position) 

5,875,000 

1,275,000 

1,010,000 

6.3 10.000 

366, 118.000 

3,250,000 

5,005,000 

8,255,000 

374,373,000 

(25,581,000) 

Long-term portion (reported as bonds and notes payables in Statements of Net Position) $ 348,792,000 - - -------
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COMMONWEALTH OF PUERTO RICO 
MUNI CIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year E nded June 30, 2014 

11. LONG TERM .DEBT (continuation) 

Variable interest rates on serial bonds are reviewed periodically by GDB and are based on 
the fluctuation of GDB's weighted average rate for its commercial paper program. Under 
this program, GDB issues commercial paper: (l) in the taxable and tax-exempt markets of 
the United States of America, (2) in the Eurodollar market and (3) to corporations having 
tax exemptions under the Commonwealth 's Industrial Incentives Acts and, which qualify 
for benefits provided by the former Section 936 of the U.S. Internal Revenue Code. The 
principal and interest maturities for the general obligation bonds of the Municipality of 
Carolina at June 30, 201 4 are as fo llows: 

General obli2,ations bonds and S(!ecial and Federal notes 
Year Ending 

J une 30 

20 15 

2016 

2017 

201 8 

2019 

2020-2024 

2025-2029 

2030-2034 

2035-2039 

Total 

Principal interest 

$ 25,581 ,000 $ 2 1,797,377 

25,695,000 20,458,555 

26,855,000 19,188,516 

25,701 ,000 17,629,323 

27,017,000 16, 148,325 

121,577,000 58,104,480 

77,727,000 28,890,625 

35,065,000 9,863,572 

9, 155,000 1,484,640 

$374,373,000 $1 93~65,413 

This Space Is Jnte11tionally Left 111 Blank 
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Total 

$ 47,378,377 

46, 153,555 

46,043,5 I 6 

43,330,323 

43, 165,325 

179,681 ,480 

l 06,617 ,625 

44,928,572 

10,639,640 

$ 567,938,413 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

C. Notes payable to CRIM 

At June 30, 2014, the liability to CRIM is composed as fo llow: 

Balance Jun< 30. Paymcms Balance June 
2013 Addnions oc Deductions 30. 2014 

Interest due fer ac<:OWllS sold 
(Act No. 146) $6,031 .461 S(317.445) SS.714,016 

Amount due to CRIM for excess of property 
wees advances received on prior )Ut'S ( Act 
No. 42) 3.642.970 ( 101.206) 3.541 .764 

Amowu due to CRIM· 201I·12 (reported as 
due to other 
go\-cmmcnt agencle$) 202.SSI ( 127.263) 75.288 

Amount due to CRIM· 2012-13 (reported as 
due to other 
go\-cmment agencies) 530,71 7 530.717 

AmouJll due 10 CRIM - 2013-14 (reported as 
due 1oothcr 
go'-emroeot agcocies) 2 ,197 622 2 197 622 

Total SI 01407,699 n .191,612 ~545,914} stl
1
0S9,407 

Due within Long lel1ll 

one~ !!!!!!!on 

S317.445 S5,396.571 

106,608 3 ,43.S.156 

75.288 

530,717 

I 698.281 499, 341 

S?;728.l39 $9~3 1 ,068 

Public Act No. 42 - The Commonwealth ' s Pubic Act No. 42 of January 26, 2000 was 
enacted to authorize CRIM to enter into a financing agreement of up to $200 million, for a 
tenn not exceeding 30 years. The financing agreement authorized CRIM to finance a debt 
that the municipalities of Puerto Rico had with such entity, which arose from the difference 
between the yearly final settlements of property tax advances made by CRIM to the 
municipalities and the actual property tax collections received by CRIM from taxpayers 
through fiscal year 2000. 

The amounts that the municipalities will collect from the additional property taxes resulting 
from the increases in the subsidy from the Commonwealth are assigned through Act No. 
42 to repay such note. The increase in this subsidy was the result of Public Act No. 238 of 
August 15, 1999. The repayment agreement bears interest rate at 6.1875% (beginning in 
July I, 2002). The outstanding principal and interest commitment of the note payable to 
CRIM amounted to $6,006,417 at June 30, 2014. The feature repayments of principal and 
interest are scheduled as follows: 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

C. Notes payable to CRIM {Continuation) 

Act No. 42 

Year ending June 30 Princi~aJ Jnterest 

2015 $ 106,608 $ 217,522 

2016 113,306 210,824 

2017 120,425 203,705 

20 18 127,992 196,138 

2019 136,034 188,096 

2020-2024 819,642 801 ,011 

2024-2029 1,111,598 519,055 

2030-2032 1,006,159 128,302 

$ 3,541 764 $ 2,464,653 

TotaJ 

$ 324,130 

324,130 

324, 130 

324,130 

324,130 

1,620,653 

1,630,653 

1,134,461 

$ 6,006,417 

Public Act No. 146 - On September 24, 2002, CRIM, on behalf of the municipalities of 
Puerto Rico, entered into a financing agreement with GOB pursuant to the provisions of 
Public Act No. 146 of October 11, 2001 , as amended (Act No. 146). The purpose of this 
financing agreement was to extinguish in advance certain bonds payable issued by Public 
Finance Corporation (PFC), a subsidiary of GDB, which were originally issued to pay 
certain property tax receivables owned by the municipalities of Puerto Rico through 1996, 
which were acquired by PFC with recourse. 

Principal payments are made in March of each year and interest in March and September. 
Which last payment is due in March 2032. Interest payments on this financing agreement 
are accounted for in the general fund. On October, 2002, the Resolution Num. 20 Series 
2002-03 was enacted which authorized the Municipality to obtain up to $7,937,055, for a 
term not exceeding 25 years, for the repayment of bonds issued for the sale of delinquent 
accounts. The repayment agreement bears interest at variable rates (beginning in 6.22% at 
July I, 2007). The outstanding balance of principal and interest of interest commitment due 
for accounts sold as of June 30, 2014 was $7,224,278. The future repayments of principal 
and interest for accounts sold are scheduled as follows: 

This Space Is Intentionally Left In Blank 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

C. Notes payable to CRIM (Continuation) 

ActNo.146 

Year ending June 30 PrincipaJ interest 

2015 $ 317,445 s 143,078 

2016 317,445 135,130 

2017 3 17,445 127,180 

2018 317,445 119,232 

2019 317,445 111 ,283 

2020-2024 1,587,225 437.186 

2024-2029 1,587,225 238,465 

2030-2032 952,341 47,693 

$ 5,714,016 $ 1,359,247 

$ 

$ 

D. Municipality solid waste landfill closure and post-closure care costs 

Total 

460,523 

452,575 

444,625 

436,677 

428,728 

2,024,411 

1,825,690 

1,000,034 

7,073,263 

The Municipality is required to place a final cover on the Municipality's solid waste landfill 
site when it stops accepting waste and to perform certain maintenance and monitoring 
functions at the site for 30 years after closure. The Municipality has performed a study of 
the activities that need to be implemented at the Municipality's solid waste landfill to 
guarantee the maximum yield of available space and to comply with applicable state and 
federal regulations. 

Based on this study, the Municipality has recorded an estimated liability for landfill closure 
in 30.22 acres of $1,534,850 in the accompanying GWFS, using current costs allocated, 
based on the actual landfill capacity used at June 30, 2014. The portion of the estimated 
current costs to be incurred in future years is approximately $170,000 annually, which has 
not been recorded yet in the accompanying GWFS. Actual costs may be different to the 
recorded estimated liability due to inflation, changes in technology, or changes in laws and 
regulations. At June 30, 2014, the Municipality's solid waste landfill is sti ll operating and 
its remaining estimated useful life is approximately 7 years. Approximately 50% of the 
Municipality's total capacity has been used at June 30, 2014. 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

E. Compensated absences 

At June 30, 20 14, the liability fo r compensated absences is composed as fo llows: 

Due within Due after 

one xear onexear Total 

Vacation leave s 128,369 $ 6,846,411 $ 6,974,780 

Sick leave 17,992 8,091,673 8,109,665 

Total $ 146,361 $ 14,938,084 $ 15,084,445 

F. Non-revolving line of credit 

On December 2012, the Municipality formalized with Banco Popular de Puerto Rjco (the 
Bank) a $40,385,000 anticipation note in the form of a non-revolving line of credit, by 
which the Bank agreed to make advances to the Municipality to finance the construction, 
development and equipping of a 109-bed hospital (the Project), in an existing building 
located in a parcel of land owned by the Municipality. The Bank agreed, subject to the 
terms and conditions in this financing agreement and in the Municipal Ordinance No. 18, 
Serial 2012-2013-26, to refinance this non-revolving line of credit with revenue bonds, 
provided that the aggregate principal of the revenue bonds shall not exceed the non
revolving line of credit amount of $40,385,000. Upon issuance, revenue bond shall be 
payable from the revenues generated by the operation of the hospital, in annuaJ installments 
commencing July 1, 2016 and maturing in JuJy 1, 2040. Interest at a rate of 5.95% shall 
be payable semiannuaJly each January 1 and July I immediately fo llowing the bond 
issuance date. As of June 30, 2014, amount used in the Project and outstanding balance of 
the line of credit was $10,273,583, of which $601,534 is reported as undistributed loan 
proceeds in capital project fund in balance sheet of fund statements. 

The non-revolving line of credit and the revenue bonds, when issued, is and shall be 
secured (a) first by the revenues generated from the operation of the Project, (b) second by 
all revenues collected by the Municipality under a management contract with a private 
entity engaged in the healthcare industry to operate the hospital and (c) third by the 
remittances made through the Municipal Revenue Collection Center to the MunicipaJity 
on basic property taxes, this last to the extent that funds in (a) and (b) are not sufficient to 
pay principal and interest in the non-resolving line of credit and revenue bond when 
become due and payable. 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

11. LONG TERM DEBT (Continuation) 

G. Revolving line of credit 

The Corporacion Carolina Beisbol Gigantes, Inc. has a $250,000 unsecured resolving 
promissory note payable to First Bank of Puerto Rico, bearing annual interest at S.P. 
Morgan Chase and Co., floating prime rate plus 2% with a floor of 6%, as described in the 
loan agreement, which also provides form certain restrictions and covenants. Such interests 
are paid monthly to the financial institution. The note is for one ( l) year term and is 
renewable for another one year term. The credit line has an unused portion of $10,000 as 
of June 30, 2014. The outstanding balance was paid during the fiscal year ended June 30, 
2015. 

H. Federal anticipation note 

On September 2010, the US Department of Housing and Urban Development approved to 
the Municipality a Joan guarantee assistance, in the form of a federal loan anticipation note, 
under Section 108 of the Housing and Community Development Act of 1974. Such 
assistance consists of the guarantee of notes or other obligations in the principal amount of 
$6,100,000 plus interest thereon, to finance the realization of public works oriented to 
capital improvements for community development. As of and for the year ended June 30, 
2014, the Municipality has used and maintain an outstanding balance on this anticipation 
note of $494,573. 

12. EMPLOYEES RETIREMENT SYSTEM 

The Municipality's employees participate in the Employee's Retirement System of the 
Government of Puerto Rico and its Instrumentalities (ERS), a cost-sharing multi-employer (as 
related to the Municipality's reporting entity) defined pension plan established by the 
Commonwealth. The ERS was created under Act No. 447 approved on May 15, 1951 , as 
amended, and became effective on January 1, 1952. The ERS covers all regular employees of 
the Commonwealth and its instrumentalities, the Municipality and other municipalities of the 
Commonwealth. The ERS provides for retirement, death and disability benefits. Death and 
disability retirement benefits are available to members for occupational and non-occupational 
death and disabilities. Retirement benefits depend upon age at retirement and number of years 
of credited service. 

Benefits vest after 10 years of plan participation. Retirement benefits are determined by the 
application of stipulated benefit to the member's average compensation. Average 
compensation is computed based on the highest 36 months of compensation recognized by 
ERS. The annuity, for which a plan member is eligible, is limited to a minimum of $200 per 
month and a maximum of 75 percent of the average compensation. On September 24, 1999, 
Public Act No. 305, an amendment to Act. No. 447, was enacted to establish a defined 
contribution plan, known as System 2000, to cover employees joining ERS on or after January 
1, 2000. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

12. EMPLOYEES RETIREMENT SYSTEM (Continuation) 

Employees that participated in the original plan as of December 31, 1999, had the option to 
either stay in the defined benefit plan or transfer to System 2000. Employees that joined the 
Municipality on or after January 1, 2000, were only allowed to become members of System 
2000. 

System 2000 is a hybrid defined contribution plan, also known as cash balance plan. Under 
this new plan, there is a pool of pension assets, which is invested by the System, together with 
those of the cost-sharing multi-employer defined benefit plan. Neither the Commonwealth nor 
the Municipality guarantee benefits at retirement age. The annuity will be based on a formula 
whfoh assumes that each year the employees ' contribution (with a minimum of 8.275 % of the 
employees' salary up to a maximum of 10.00 percent) will be invested in an account which 
will either: ( I) earns a fixed rate based on the two-year Constant Maturity U.S. Treasury Notes; 
(2) earns a rate equal to 75 percent of the return of the ERS' investment portfol io (net of 
management fees); or (3) earns a combination of both alternatives. Participants receive periodic 
account statements similar to those of defined contribution plans showing their accrued 
balances. Disability pensions are not being granted under System 2000. The employer' s 
contributions (9.275 % of the employee's salary) will be used to fund the cost-sharing multi
employer defined benefit plan. System 2000 reduced the retirement age from 65 years to 60 
for those employees who joined the current plan on or after January 1, 2000. 

For the year ended June 30, 2014, total covered payroll was approximately $28,127,000. 
Covered payrolls refer to all compensation paid by the Municipality to employees covered by 
the System on which contributions to the pension are based. The amount of the annuity shall 
be one and one-half percent of the average compensation multiplied by the number of year of 
creditable service up to twenty years, plus two percent of the average compensation multiplied 
by the number of years of creditable service in excess of twenty years. For those employee 
covered after March 31 , 1990, the annuity shall be one and one-balf percent of the average 
compensation multiplied by the number of year of creditable service, in no case shall the 
annuity be less than $2,400. 

Funding Policy 

Contribution requirements to ERS are established by law and are not actuarially determined. 
These contributions are as fo llows: 

Municipality and others employers 
Employees: 
Hired on or before March 31, 1990 

Hired on or after April l , 1990 

9.275% of gross salary 

5.775% of gross salary up to $6,600 per year, 
plus 8.27 5% of gross salary in excess of $6,600 
8.275% of gross salary 
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Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

12. EMPLOYEES RETIREMENT SYSTEM (Continuation) 

On August 12, 2000, Act No. 174 was approved to allow certain participants of the ERS to be 
eligible for early retirement upon attaining at least age 55 with 25 years of service, provided 
they made their election on or before April l , 2001. Those who elected early retirement under 
this law will receive monthly benefits of75 percent (if25 or more years of service and age 55, 
or 30 or more years or services and 50) or benefits of 65 percent (if 25 years of service by less 
than age 55) of their average compensation, which is computed based on the highest 36 months 
of compensation recognized by the ERS. In these cases, the employer (including the 
Municipality) is responsible for contributing to the System the amount needed to cover the 
benefit payments and employer contribution with respect to the participants covered until the 
participants reach the normal retirement age. 

In June and July 2003, the Governor of the Commonwealth signed three Public Acts that 
provided the following certain benefits to retirees: (a) Increase in minimum monthly pension 
payments to $300, effective January 1, 2004; (b) Triennial 3 percent increase in all pensions, 
effective January 1, 2004, and; (c) Increase in widow and/or beneficiaries to 50 percent of the 
benefit received by the deceased pensioner, effective January I , 2004. 

On July 6, 2011, was issued the Act No. 116, an amendment to Act No. 447 of May 15, 1951. 
This act brought the foJlowing amendments to the employer contribution requirements 
effective July l , 2011: 

Contribution by the Municipality 10.275% of gross salary 
Increasing by I% each July l from the year 2012 to 2015 and thereon. 

Increasing by 1.25% each July 1 from the year 2016 to 2020 

All the benefits granted will be funded through budgetary assignments in the Municipality' s 
general fund with respect to its retired employees. The required contribution(s) rate in 
accordance with the funding policy, in dollars or as a percentage of the current year covered 
payroll and any changes for or during the current year: 

Required contribution in dollars: 
ERS and System 2000 
Actual contribution in dollars 

$2,608,814 
$2,608,814 

Historically, the Commonwealth bas reported ERS and System 2000 in its basic financial 
statements as pension trust funds. Accorclingly, the Commonwealth will assume any actuarial 
deficiency that may exist or arise related to the Municipality's participating employees since 
the ERS does not allocate any actuarial deficiencies pertaining to municipal employees 
participating in the ERS. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

12. EMPLOYEES RETIREMENT SYSTEM (Continuation) 

The Municipality is only required by law to make statutory contributions in the rates mentioned 
above. As a result, no net pension obligation nor net pension asset that may be allocable to the 
Municipality' s participating employees, if any, has been recorded in the accompanying basic 
financial statements. 

Under GASB Statement No. 50, Pension Disclosures, the note disclosures for pension plans of 
governmental entities have been expanded. However, the methods of measurement and 
recognition have not changed and remain defined by Statements No. 25 and No. 27. 

The changes required on pension disclosures have the intention of align the reporting 
requirements for pension plans with the requirements for other post -employment benefits 
(OPEB). As noted previously, the Municipality of Carolina does not offer its employees any 
other postemployment benefits plan, apart from the aforementioned Employee's Retirement 
System (ERS). 

Questions concerning any of the infonnation provided in this disclosure or request for 
additional information should be addressed to the Commonwealth of Puerto Rico Government 
Employees and Judiciary Retirement Systems Administration, 437 Ponce de Leon Avenue, 
Hato Rey, Puerto Rico, 00918 . 

This Space Is Intentionally Left /11 Blank 
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13. FUND BALANCES 

COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

As June 30, 2014, the fund balances is comprised of the following categories: 

Econorroc Wori:force Oibcr 

Gtnml Debtsel"U Capa.l l>IOJ<Ct devebpmcrt lll\'CSllT1CU gon:mnrllllll 

Fund l\Jnd f\md fund Act f\md 

kstrlC'~for 

Gcnmtl p'Cttmtnt s . s . s 
Public safe!) 
Publie works and TransponatClll 57.468 

Sanuloi 959,881 
Recruooo and spons 
EO.uoon and 1JVll18S 967,866 

H~ and buidqs 7.375,$24 

Economi: de\'C~ 2,619.617 

Welfart 13S.S40 

En'flbymcnt oppoctunl1tS 386 

Ocbtpo)1ncta Sl,121,368 

Commuud: 
EncumlnncC$ 13.986,09'2 49.665,125 S,149,818 l.472.7SS 

Assigned 
Gtneral J!CMnmtlll 
Publie safety 
Pubic wcrlcs and transponalDn 429.800 13,713,086 
Sonutiori 
Recreaoon and spcns 

Ed.JcatiJn and ITas:tqjS 

Houmgand~ 
Weliart 

~,_. oppomfty 
Unassigned 197,936 . - -
Total 15~73.709 s 531121~ s 6l.211a11 s 7,769,43S ~ S 1~1m 

Taial 
!JMrrmmal 

funds 

57,468 
959.881 

967.866 
7.375,824 
2,619.617 

BS,540 
386 

SJ,121.368 

70,27l,790 

14,142,886 

197,936 

s 149,&52~ 

At June 30, 2014 the following individual funds, which are reported as part of Other 
Governmental Funds, bad liabilities and deferred inflows of resources in excess of total assets 
as follows: 

Special Communities 
Carolina Beisbol Gigantes, Inc. 

Total 

638,716 
284,746 

923,462 

The Municipality is in process of following the steps to collect the balance due from the 
Government of the Commonwealth of Puerto Rico that is part of total assets of the Special 
Communities individual fund at June 30, 2014. 

The Carolina Beisbol Gigantes, Inc., which is a blended component unit of the Municipality in 
the accompanying basic financial statements, paid in full the outstanding line of credit balance 
due at June 30, 2014. Proceeds to pay such balance were obtained from the Municipal 
Legislature approval resolution for $742,000, on September 29, 2014 for the operation of 
Carolina Beisbol Gigantes, Inc., during fiscal year 2014-2015. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to F inancial Statements 
As of and for the Year Ended June 30, 2014 

14. COMMITMENTS AND CONTINGENCIES 

A. Commitments 

The Municipality has several outstanding or planned non-cancelable construction projects 
.amounting to $49,665,125 at June 30, 2014. These projects are evidenced by contractual 
commitments and are generally accounted for in the capital project fund and economic 
development fund. The Municipality has reported, outstanding encumbrances amounting 
to $13,986,092 in the general fund at June 30, 2014. The Municipality intends to honor 
these encumbrances, which will continue to be liquidated under the current fiscal year's 
budget during a lapse period that extends into the next fiscal year. 

B. Contingencies 

Legal claims - The Municipality is defendant in various legal proceedings pertaining to 
matters incidental to the performance of routine governmental operations. Under Act No. 
104 of June 25, 1995 as amended, persons are authorized to sue the Municipality only for 
causes of actions set forth in said Act to a maximum amount of $75,000 or $150,000 if it 
involves actions for damages to more than one person or where a single injured party is 
entitled to several causes of action. Under certain circumstances, as provided in Act No. 9 
of November 26, 1975, as amended, the Municipality may provide its officers and 
employees with legal representation as well as assume the payment of any judgment that 
may be entered against them. However, there is no limitation on the payment of such 
judgment. 

With respects to pending or threatened litigation, the Municipality has reported liabilities 
of$1 ,735,665 on awarded and anticipated unfavorable judgments as of June 30, 2014. This 
amount was reported within claims and judgments liabilities in the government-wide 
statement of net position. Management and legal counsel believes that the ultimate Liability 
in excess of amounts provided, if any, would not be significant. 

Federal grants - The Municipality receives financial assistance from the federal 
government in the form of grants and entitlements. Receipt of grants is generally 
conditioned upon compliance with terms and conditions of the grant agreements and 
applicable federal laws and regulations, including the expenditure of resources for eligible 
purposes. Accordingly, expenditures financed by these programs are subject to financial 
and compliance audits by the grantor agencies, wnich could result in request for 
reimbursement by the grantor agencies for expenditures, if disallowed under the terms of 
the grants. These amounts, if any, of expenditures, which may be disallowed by the 
granting agencies, cannot be determined at this time. The Municipality' s administration 
believes that such disallowances, if any, will not have a material adverse effect on the 
financial position of the Municipality. 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to F inancia l Statements 
As of and for the Year Ended J une 30, 2014 

14. COMMITMENTS AND CONTINGENCIES (Continuation) 

B. Contingencies (Continuation) 

On July 2013, the US Department of Housing and Urban Development (H UD) determined, 
after and on site evaluati_on of the use of HOME Investment Partnership Program funds, 
determined that the Municipality needed to return $1 ,137,242 in cost assessed by HUD as 
disallowed. Under the approved repayment plan by HUD, effective October 2013 to 
October 2015, the Municipality should disburse from its municipal funds this amount in 
three (3) annual installments of $379,081. As of June 30, 2014, the outstanding balance of 
the debt corresponding to this repayment plan amounts to $758, 161. 

15. LEASES 

The Municipality has a several short-term operating lease agreements covering some of the 
Municipality' s premises and equipment. All of the agreements are renewed annually. Total 
rental charges for the year ended June 30, 2014, was $884,843. 

16. HEALTHCARE COSTS 

During the year ended June 30, 2000 the Governor of the Commonwealth imposed to the 
municipalities of Puerto Rico an annual contribution to subsidy the costs of the implementation 
and administration of the Healthcare Refonn. Such contributions are required to be disbursed 
from general fund operating budget. Total contribution made by the Municipal ity amounted to 
$7,885,802 for the fiscal year ended June 30, 2014. 

17. RESTATEMENTS 

The Municipality has restated the beginning fund balances of fund financial statements at July 
l. 2013 • to include the cancellation of certain accounts payable already paid in years previous 
to June 30. 2013: to correct inter-fund accounts receivable and accounts payable, in capital 
project fund, economic development fund and other governmental fund and to correct the 
understatement of matured interest payable at July l, 2013. and the effect in beginning fund 
balance of overstatement of sales tax revenue recognized during fiscal year ended June 30. 
2013, in debt service fund. Since these transactions receive the same accounting treatment in 
fund financial statements in a government-wide. the effect is the same in both financial 
statements. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

17. RESTATEMENTS (Continuation) 

The following tables summarize the effects of the situations mentioned above per column of 
the financial statement: 

Fund description: 

General fund 
Debt service fund 
Capital project fund 
Economic development fund 
Other governmental funds 

Other corrections having effect in Government-Wide Only 

Bond issue costs that are required to be retroactively 
accounted as expense 

Cancellation of overstatement in invoices payable 
Overstatement in accrued landfill obligation 
Accrued interest payable not recognized in prior year 
Book value of capital assets not recognized in prior years 
Overstatement in June 30, 2013 general long term debt 

Total 

Gr G oNZALFZ T oRRES & Co., PSC 
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Amount 

$ 994.648 
(725,225) 

(63,380) 
2,905 

113.695 

$ 322.643 

$(1,614,591) 
1, 168,426 

833,035 
(725,725) 

186,400 
60,000 

$(92.455) 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

18. SUBSEQUENT EVENTS 

In preparing its financial statements, the Municipality' s management evaluated subsequent 
events through February 4 2015, which was the date the basic financial statements were 
available to be issued, to determine if any of such events should either be recognized or 
disclosed in the 2014 basic financial statements. 

A. On October 2014, the Municipality formalized with Banco Popular de Puerto Rico (the 
Bank), a $3,575,000 anticipation note in the form of a non-revolving line of credit, by 
which the Bank agreed to make advances to the Munjcipality to finance the 
development and construction of a 27,000 square feet building in the Municipality's 
urban center for the operation of a supermarket (the Project). The Bank agreed, subject 
to the terms and conditions of this financing agreement and Municipal Ordinance 06, 
SeriaJ 2013-2014-06, to refinance this non-revolving line of credit with revenue bonds, 
provided that the aggregate principal of the revenue bonds shall not exceed the non
revolving line of credit amount of $3,575,000. Upon issuance, the corresponding 
principal and interest on such revenue bonds, as well as the Project's expenses for its 
operation and maintenance, shall be payable from the rents and revenues of the Project. 
The Agreement provides for borrowing in the amount of $3,575,000, including finance 
charges, through January 2023 (the Maturity Date). Due interest shall be payable 
semiannually in January 1 and July 1 of each year. The Municipality's good faith and 
credit and its power to impose contributions will be compromised for the repayment of 
this debt and will begin on January l , 2016 until January 1, 2023 on annual installments 
ranging from $20,000 to $40,000 and interest at an annual rate of 6.75%, plus a final 
balloon payment of $3,135,000 on January 1, 2023. The Municipality wiJl also pay 
Jegal, accounting and other fees and expenses in accordance with Loan Agreement. 

B. Effective on July 1, 2014, employee contribution to the Retirement System of the 
Commonwealth of Puerto Rico (the System) will be increased from 9.275% to 13.275% 
for fiscal year ending June 30, 2015 and then increasing annually l percent until 2016, 
and 1.50 percent until 2021, when wiJI be 20.575. 

C. On September 29, 2014, the Municipal Legislature approved a resolution to increase 
its contribution to $742,000 to the Carolina Beisbol Gigantes for the fiscal year 2014-
2015. 

The Municipality evaluated subsequent events through February 4 2015, which is the date the 
financial statements were avai lable to be issued. No events have occurred subsequent to the 
statement of net position and the balance sheet date were available to be issued, that would 
require additional adjustment to, or disclosure in, the financial statements . 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Notes to Financial Statements 
As of and for the Year Ended June 30, 2014 

19. FUTURE ADOPTION OF ACCOUNTING PRONOUNCEMENTS (Continuation) 

The provisions of this Statement are effective for reporting periods beginning after June 
15, 2013. 

D. GASB Statement No. 71 , Pension Transition for Contributions Made Subsequent to 
the Measurement Date - Amendment of GASE Statement No. 48. The objective of this 
Statement is to address an issue regarding application of the transition provisions of 
Statement No. 68, Accounting and Financial Reporting/ or Pensions. The issue relates 
to amounts associated with contributions, if any, made by a state or local government 
employer or non-employer contributing entity to a defined benefit pension plan after 
the measurement date of the government's beginning net pension liability. Statement 
60 requires a state or local government employer (or non-employer contributing entity 
in a special funding situation) to recognize a net pension liability measured as of a date 
(the measurement date) no earlier than the end of its prior fiscal year. If a state or local 
government employer or non-employer contributing entity makes a contribution to a 
defined benefit pension plan between the measurement date of the reported net pension 
liability and the end of the of the government's reporting period, Statement 68 requires 
that the government recognize its contribution as a deferred outflow of resources. In 
addition, Statement 68 requires recognition of deferred outflows of resources and 
deferred inflows of resources for changes in the net pension liability of a state or local 
government employer or non-employer contributing entity that arise from other type of 
events. At transition to Statement 68, if it is not practical for an employer or non
employer contributing entity to determine the amounts of all deferred outflows of 
resources and deferred inflows of resources related to pensions paragraph 137 of 
Statement 68 required that the beginning balances for deferred outflows of resources 
and deferred inflows of resources not be reported. The provisions of this Statement are 
required to be applied simultaneously with the provisions of Statement 68. 

The impact of these accounting standards on the Municipality's basic financial statements has 
not yet been determined . 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

Statemems ofRevenues, Expenitures • Budgecary and Acrual 
Budgetary Basis· Gereral Flllld 

Fiscal Year Ended Jwe 30, 2014 

Bud~ted am>WJtS 

Acrual amomts 
Original Final budgecary basis 

Reve nues: 

Property taXes s 50,802,085 53.958,450 51,760,828 
Municipal license mx 30.041.402 30,041,402 30.435,809 
Construction excise and pennits 4.155,000 5,420,356 5.466,207 
Property rent 67.500 67,500 
Miscellaneous 735,000 3,421,710 3,421 ,719 
Charges for services 876,000 745,580 756,170 
lntergovennental grants 11,390,330 14,047,880 14,047,880 
Interest income 1,825, 160 531,496 551, 165 
Fires and forfeitures 600,000 117,542 118,815 
Readjostm:mts from prior years 4.784.389 

Total revenues 100.424,977 113,136,305 106.626.093 

Expenditures: 

General government 53,132,306 73,656,996 69.706,113 
Public safety 19.242,043 16,330,866 16,330,866 
Public works, s1reets & lranspOrtarion 4,186,612 3,001,917 3,001 ,917 
Sanitation 4,220,044 3,064,279 3,064,279 
Welfare 5,703,022 4,908,314 4,908,314 
Recreation & spons 4,999,240 3,830,803 3,830,803 
Education & trainning 1,843,712 1,570,995 1,570,995 
Housing & building 1,321,640 995,777 995,729 
Debt service: 

Principal 2,835,000 2,835,000 2,835,000 
Interest 2,941.358 2,941,358 2,941,358 

Total expenditures 100.424,977 l l 3, 136,305 109. 185,374 

Excess of revenues (expendituru) 

over expenditures (revenues) s (2.559,281) 

1be a.ccompanying notes to the basic financial statements are an integral part of this statemet 
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Variance 
favorable 

(unfavorable) 

s (2, 197,622) 
394,407 
45,851 

9 
I0,590 

19,669 
1.273 

(4,784.389) 

(6,510.212) 

3,950,883 

48 

3,950,931 

s (2,559.281) 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

SUPPLEMENTARY INFORMATION -FINANCIAL DATA SCHEDULE 
JUNE 30, 2014 

PHACode: 
PHA Name: 
Submission Type 
Program Name 

Line Item # 

70600 
71400 
71500 
70000 

91100 
91400 
91500 
91600 
91900 
91000 
96900 
97000 
97300 
97350 
97400 
90000 
10000 
11020 
11030 
11170 
11180 
11190 
11210 

HUD PHA Operating Grants 
Fraud Recovery 
Other Revenue 
Total Revenue 

Expenses Administrative: 

Administrative Salaries 
Advertising and Marketing 

RQ014 Fiscal Year End Date: 6/30/2014 
MUNICIPALITY OF CAROLINA 

Audited/A-133 
Housing Choice Voucher's 

Income Statement 

Employee Benefit contributions - Administrative 
Office Expenses 
Other 
Total Operating - Administrative 
Total Operating Expenses 
Excess of Operating Revenue over operating Expenses 
Housing Assistance Payments 
Hap Portability In 
Depreciation Expenses 
TotaJ Expenses 
Excess (Deficiency) of Total Revenue Over (Under) Total Expenses 

Required Annual Debt Principal Payments 
Beginning Equity 
Administrative Fee Equity 
Housing Assistnace Payments Equity 
Units Month Available 
Number of Units Months Leased 
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4,700,900 
24,058 

l 248 
4,726,206 

242,590 
2,953 

44,660 
18,139 
9,572 

317,914 
502,429 

4,223,777 
4,045,307 

13,856 
8,037 

4,385, 114 
341,092 

238,55 1 
387,699 
205,799 

9,660 
8,220 

102 



-

-
.... 

.... 

-
-

G:;r GoNzALEZ ToRREs & Co., PSC 
.JJ Certified Public Accountants and Consultants 

Members of. AJCPA. PR SOClely of CPA and Association of Certified Frat1d Examiners 

INDEPENDENT AUDITOR'S 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 

Hon. Jose C. Aponte Dalmau and 
Members of the Municipal Legislature of the 
Commonwealth of Puerto Rico 
Municipality of Carolina 
Carolina, Puerto Rico 

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business type activities, the aggregate discretely presented component 
units, each major fund, and the aggregate remaining fund information of Commonwealth of Puerto 
Rico, Municipality of Carolina, as of and for the year ended June 30, 2014, and the related notes 
to the financial statements, which collectively comprise Commonwealth of Puerto Rico, 
Municipality of Carolina' s basic financial statements, and have issued our report thereon dated 
February 13, 2015. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Commonwealth 
of Puerto Rico, Municipality of Carolina's internal control over financial reporting (internal 
control) to determine the audit procedures that are appropriate in the circwnstances for the purpose 
of expressing our opinions on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of Commonwealth of Puerto Rico, Municipality of Carolina's internal 
control. Accordingly, we do not express an opinion on the effectiveness of Commonwealth of 
Puerto Rico, Municipality of Carolina's internal control. 

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 a 
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. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is.less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

Calle Bolivia 33. Suite 301 • San Juan. P.R. 00917-2014 
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INDEPENDENT AUDITOR'S 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 (CONTINUED) 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Commonwealth of Puerto Rico, 
Municipality of Carolina's financial statements are free from 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 tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

We noted certain matters that we reported to management in a separate letter dated February 13, 
2015. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity' s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity 's internal control and 
compliance. Accordingly. this communication is not suitable for any other purpose. 

San Juan. Puerto Rico 
February 13, 201 5 ffl/1/ir~~o~~c:! If'/?[,<: 

License 96 
Expires December 1, 2014 

- The stamp number 2702467 

.... 

was affixed to the original report. 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 

OMB CIRCULAR A-133 

Hon. Jose C. Aponte Dalmau and 
Members of the Municipal Legislature of the 
Commonwealth of Puerto Rico 
Municipality of Carolina 
Carolina, Puerto Rico 

Report on Compliance for Each Major Federal Program 

We have audited Commonwealth of Puerto Rico, Municipality of Carolina'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 of Commonwealth of Puerto Rico, Municipality 
of Carolina's major federal programs for the year ended June 30, 2014. Commonwealth of Puerto 
Rico, Municipality of Carolina' s major federal programs are identified in the summary of auditor' s 
results section of the accompanying schedule of findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, 
and grants applicable to its federal programs. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for each of Commonwealth of Puerto 
Rico, Municipality of Carolina's major federal programs based on our audit of the types of 
compliance requirements referred to above. We conducted our audit of compliance in accordance 
with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require 
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material 
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence 
about Commonwealth of Puerto Rico, Municipality of Carolina's compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances. 

Calle Bolivia 33. Suite 301 • San Juan, P.R. 00917-2014 
info@gtcpapr.com • www.gtcpapr.com · Tels. 787 993-4360 I 787 993-4364 



-

-
-

-

-
-

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 

OMB CIRCULAR A-133 (CONTINUED) 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Commonwealth of 
Puerto Rico, Municipality of Carolina's compliance. 

Opinion on Eaclt Major Federal Program 

In our opinion, Commonwealth of Puerto Rico, Municipality of Carolina complied, in all material 
respects, with the types of compliance requirements referred to above that could have a direct and 
material effect on each of its major federal programs for the year ended June 30, 2014. 

Report on Internal Control over Compliance 

Management of Commonwealth of Puerto Rico, Municipality of Carolina is responsible for 
establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above. In planning and performing our audit of compliance, 
we considered Commonwealth of Puerto Rico, Municipality of Carolina's internal control over 
compliance with the types of requirements that could have a direct and material effect on each 
major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal 
program and to test and report on internal control over compliance in accordance with OMB 
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, we do not express an opinion on the effectiveness of 
Commonwealth of Puerto Rico, Municipality of Carolina'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 dete_ct 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. A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control 
over compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control 
over compliance that might be material weaknesses or significant deficiencies. We did not identify 
any deficiencies in internal control over compliance that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR 
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY 

OMB CIRCULAR A-133 (CONTINUED) 

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

San Juan, Puerto Rico 
February 13, 2015 iift?lf~~·. PCJ!-/{}C 

License 96 
Expires December 1, 2014 

The stamp number 2702468 
was affixed to the original report . 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
Fiscal Vear Ended .June 30, 2014 

Federal 
CFDA 

Federal Grantor Program Tit le Number Expenditures 

US Department of Agriculture Clu1d and Adult Care Food Program Pass-through 
the Puerto Rico Department of Education 10.558 $ 926,581 
Nutrition Assistance for Puerto Rico Program Pass-
throu~ the Puerto Rico Office of the Elder!~ Affairs 10.566 95,909 

US Department of Justice Edward Byrne Memorial Formula Grant Programs 
Pass-through the Puerto Rico Department of Justice 16.579 120,204 

US Depanmeni of Health and 
Hwnan Services Head Start and Early Head Start Grants 93.600 5,284,612 

Head Stan Grant Pass-through the Puerto Rico 
Department oftbe Family 93.600 1,552,248 
Child Care and Development Block Grant Pass-
through the Puerto Rico Department of the Family 93.575 503,006 
Special Programs for Aging (Title m Part C) Grant Pass-
through the Pu.erto Rico Office of the Elderly Affairs 93.045 216.649 

US Department of Homeland 
Security Homeland Security Grant Program Pass-through !he - Public Security Governor's Office 97.067 676,708 

US Department of Housing and 
Urban Development Community Development Block Grants /Entitlement 

Grants 14.218 2,876,572 
Community Development Block Grant - ARRA 
Entitlement Grants 14.253 
Emergency Solutions Grants Program 14.231 352,064 
Emergency Solutions Grant Program Pass-through the 
Puerto Rico Department oftbe family 14.231 16,214 
Supportive Housing Program 14.235 274,501 
Home lnvesrment Partnership Program 14.239 2,368,069 
Section 8 Housing Choice Vouchers 14.871 4,317,045 
Community Development Block Grants I Section I 08 
loan guarantees 14.248 872,691 

- Public and Indian HousingPass-through the Puerto 
Rico Public Housing Administration 14.850 1,604,974 
Housing Opportunities for Persons with aids Program 
Pass-through the Municipality of San Juan 14.241 82,839 

...... US Department ofTraosportation Federal Transit - Formula Grants (Urbanized Area 
Formula Program) 20.507 249,652 

US Department of Labor Workforce investment Act- Adult Program Pass-
through the Puerto Rico Department of Labor 17.258 969,287 
Workforce Investment Act- Youth Activities Pass-
through the Puerto Rico Department of Labor 17.259 726,946 
Workforce Investment Act- Dislocated Worker Pass-
through the Puerto Rico Department of Labor 17.278 378,991 .... 
Workforce Investment Act Title II Adult Education 
and Family Literacy Pass-through the Pueno Rico 
Department of Education 17.258 15,321 

Total Ex~nditures s 24,481 ,083 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

Note 1 - General 

The accompanying schedule of expenditures of Federal Awards presents the expenditures of the 
fiscal year ended June 30, 2014, of all the federal assisted programs of the Municipality of 
Carolina. 

Note 2 - Accounting Basis 

The schedule was prepared following the modified accrual basis of accounting, which is further 
explained in Note 1 of the basic financial statements of the Municipality of Carolina for the fiscal 
year ended June 30, 2014 . 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
JUNE 30, 2014 

Section I. Summary of Auditors' Results: 

Part I Financial Statements 

Part II 

1. Type of audit report: 

!El Unmodified opinion 0 Modified opinion 

D Adverse opinion 0 Disclaimer of opinion 

2. Reportable conditions reported 

0 Yes No 

3 . Reportable condition reported as a major weakness and/or significant 
deficiency: 

D Yes 00 No 

4. Material noncompliance disclosed: 

0 Yes !El No 

Federal Awards 

I. Type of report: on compliance for major programs: 

!El Unmodified opinion D Modified opinion 

D Adverse opinion 0 Disclaimer of opinion 

2. Reportable condition reported as a major weakness and/or significant 
deficiency: 

0 Yes No 

3. Material noncompliance disclosed: 

0 Yes No 
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COMMONWEALTH OF PUERTO RICO 
MUNICI PALITY OF CAROLINA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
JUNE 30, 2014 

Section I. Summary of Auditors' Results (continued): 

Part JI Federal Awards (continued): 

4. Audit findings required to be reported under Section 510 (a) of Circular A-
133: 

0 Yes No 

5. Major Programs: 
CFDA Num ber (s) Federal Program G ranto r I Program Name 

US Department of Health and Human Services: Head Start and Early Head Start 
93.600 Grants 

93.600 

14.239 

14.871 

17.258 

17.258 

17.259 

17.278 

6. 

US Department of Health and Human Services: Head Start Grant Pass-through the 
Puerto Rico Department of the Family 

US Department of Housing and Urban Development: Home Investment 
Partnership Program 
US Department of Housing and Urban Development: Section 8 Housing Choice 
Vouchers 

US Department of Labor: Workforce investment Act Adult Program Pass
through the Department of Labor 
US Department of Labor: Workforce Investment Act Title IJ Adult Education and 
Family Literacy Pass-through the Puerto Rico Department of Education 
US Department of Labor: Workforce investment Act Youth Activities Pass
through the Department of Labor 
US Department of Labor: Workforce Investment Act Dislocated Worker Pass
through the Department of Labor 

Dollar threshold used to distinguish Type A 
and Type B programs: $734.432 

7. Low-risk auditee 

00 Yes 0 

8. Waive risk criteria under 520 (i) of Circular A -133 

0 Yes 

Gr G oNZALEZ T oRRES & C o., PSC 
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COMMONWEALTH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED) 
JUNE 30, 2014 

Section II. Financial Statements Findings 

None. 

Section ID. Federal Awards Findings and Questioned Costs 

None. 
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COMMONWEAL TH OF PUERTO RICO 
MUNICIPALITY OF CAROLINA 

SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
JUNE 30, 2014 
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ESTADO LIBRE ASOCIADO DE PUERTO RICO 
GOBI ERNO MUNICIPAL AUTONOMO DE CAROLINA 

26 de marzo de 2015 

Ledo. Carlos Santini Rodriguez 
Comisionado 
Oficina del Comisionado de Asuntos Municipales 
PO Box 70167 
San Juan, Puerto Rico 00936-8167 

Estimado licenciado Santini Rodriguez: 

C> 
w 

Reciba un cordial saludo de nuestro Alcalde, Hon. Jose C. Aponte Dalmau, y de todos los 
funcionarios y empleados que laboramos en el Gobiemo Municipal Aut6nomo de Carolina. 

lncluimos una copia del inforrne de Single Audit, correspondiente al aiio fiscal 2013-2014. 

Cualquier pregunta sobre el particular, puede comunicarse con este servidor al 787-757-2612 
o al 787-757-2626, ext. 8280 y 8720. 

Director 
Oficina de Auditoria Intema y Etica 

ypc 

P.O. Box 8, Carolina, Pue~o Rico 00986-0008 • (787) 757-2626 • Teleservicios: 641-2000 • 641 -0958 


