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CERTIFIED PUBLIC ACCOUNTANT

406 Tnt. César Gonzalez Tel. (787) 879-4433
Eleanor Roosevelt Fax (787) 880-1402
Hato Rey, PR 00919

INDEPENDENT AUDITOR'S REPORT

Mayor of the Municipality of Manati
Manati, Puerto Rico

I have audited the accompanying financial statements of the Governmental Activities, each major fund
and the remaining fund information of the Municipality of Manati, Puerto Rico, as of and for the year
ended June 30, 2003, which collectively comprise the Municipality of Manati basic financial
statements as listed in the accompanying table of contents. These financial statements are the

responsibility of the Municipality’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

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

As described in note to the Financial Statements the Municipality has substantially completed the
process of identifying and valuing the investment in general capital assets. However, some differences
have been identified when compared to the accounting records and are being corrected. I was unable
to satisfy our selves about the correctness of such general capital assets balance at June 30, 2003.

The financial statements referred to above present fairly, in all material respects, the respective
financial position of the general and capital projects fund and governmental activities of the
Municipality of Manati, Puerto Rico, as of June 30, 2003, and the respective changes in financial

position thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.
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[n addition. in my opinion, the financial statements referred to above present fairly, in all material
respects. the respective financial position of the governmental activities of the business type activities,
debt service and the aggregate remaining fund information of the Municipality of Manati, Puerto
Rico, as of June 30, 2003, and the respective budgetary comparison for the General Fund and Debt
Service Fund for the year then ended, in conformity with accounting principles generally accepted in
the United States of America.

As described in Note 1 to the basic financial statements, the Municipality of Manati adopted the
provisions of Governmental Accounting Standards Board Statement No. 34, Basic Financial
Statements — And Management's Discussion and analysis-For State and Local Governments; as of and

for the year ended June 30, 2003. This resuits in a change in the format and content of the basic
financial statements.

The Management’s Discussion and Analysis information, on pages 3 through 7, and the Budgetary
Comparison Schedule — General Fund on page 14 is not required part of the basic financial statements
but is a supplementary information required by the Government Accounting Standards Board. I have
supplied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement and presentation of the supplementary information. However, I did not
audited the information and express 1:0 opinion on it.

San Juan, Puerto Rico
December 19, 2003

L it

The stamp number /942637 A JUAN A. FELICIANO CHARNECO
was affixed to the icense No’ 1263
original of this report. /Expires December 1, 2004
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The statement of Activities is focused on both the gross and net cost of various activities, which
are supported by the Municipality’s property tax, municipal licenses tax and other revenues. [t is
intended to summarize and simplify the user’s analysis of the costs of governmental services.
The governmental activities reflect basic services, including police, public works, solid waste
disposal, community services, and general administration. Property tax, municipal license tax,
state and federal appropriations finance most of the services.

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objects. The Major Governmental Funds presentation
provides detailed information about the most significant funds, not the Municipality as a whole.
The Municipality uses fund accounting to ensure and demonstrate compliance with financial
related legal requirements. The Municipality’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left at year-
end that are available for spending. These funds are reported using a accounting method called
modified accrual accounting, which measures cash and all other financial assets that can readily
be converted to cash. The Governmental funds statement provides a detailed short-term view of
the Municipality general governmental operations and the basic services it provides.
Governmental funds information help you determine whether there are more or fewer financial
resources that can be spend in the near future to finance Municipality’s programs. We describe
the relationship between governmental activities and governmental funds in reconciliation
besides the fund financial statements.

The notes provides additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statement.

Infrastructure Assets

The Municipality implemented the major model portions of GASB statement 34 during the
current fiscal year. Historically, the governmental larger group of assets have not been reported
nor depreciated in governmental financial statement. The new statement required that this assets
be valuated and reported within the Governmental column of the Governmental Wide Statement.
Additionally, the government must elect to either depreciate these assets over theirs estimated
useful life or develop a system of assets management designated to maintain the service
delivered potentially to near perpetuity. If the government develops the assets managements
system, which periodically, by category, measures and demonstrate its maintenance system,
which periodically, by category, measures and demonstrate its maintenance of locally established
level of services standards, the government may record its cost of maintenance in lieu of
depreciation. The information about the condition and maintenance of condition of the
government infrastructure assets should assist financial statements users in evaluating a local
government and its performance over time.



Government-Wide Statement

Statement of Net Assets

The Statement of Net Assets reports information of the municipality as a whole. Increase or
decrease of net assets may serve as an indicator of whether municipality’s financial position is
improving or deteriorating. In the case of the Municipality primary government assets exceeded
liabilities by $170.7 millions at the close of the recent fiscal year. The following reflects the
condensed Statement of Net Assets of the Primary Government.
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Statement of Net Assets
As of June 30, 2003
Current and other assets $29,940,915
Capital assets 58,513,434
Total assets $88.454.349
Current and other liabilities $16,944,126
Long-term liabilities 25,717,784
Total liabilities $42.661.910
Net assets:
Invested in capital assets, net related debt 31,493,375
Restricted (368,367)
Unrestricted 14,667,431
Total net assets $45.792.439

The principal increase of the net assets was due mainly to the inclusion of the capital assets of
the municipality. Such amount will increase as the infrastructure assets are identified and

included in the financial statements.
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Statement of Activities
The following reflects the condensed Statement of Activities of the Primary Government:

For the year ended June 30, 2003

General revenue $14.426,592
Program revenue 13,497,812
Total revenue 27.924.4
Expenses 13,497,812
Governmental activities 31,902,438
Total expenses 45,400,250
_Change in net assets ($17.475.845)

Economic Factors and Next Year Budget

The Municipality is a political legal entity with full legislative and administrative powers in
every area of municipal government, with perpetual existence and legal personality, separate and
independent from the central governmental of Puerto Rico. The Municipal Government
comprises the executive and legislative braches. The Mayor exercises the executive power and
the legislative power by the Municipal Legislature, which has 16 members.

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’s principal sources of revenues are property taxes,
municipal license taxes, contributions by the state government and federal grants.

The municipality has a wide industrial base, large pharmaceuticals, wholesalers, retail stores,
financial institutions, restaurants, among others. This industrial base has increased substantially
during the most recent years.

Contacting the Municipality’s Financial Management
The Municipality’s financial statements are designed to present users with general overview of

the Municipality’s finances. If you have questions about the report or need additional financial
information, contact the Municipality’s Director of Finance.

Sandra Ocasio Vazquez
Finance Director
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MUNICIPALITY OF MANATI, PUERTO RICO

STATEMENT OF NET ASSETS
JUNE 30, 2003
Governmental
ASSETS Activities
Cash and investments 3 24,754,069
Cash with fiscal agent and other 3,893,261
Accounts receivable:
Receivable volume business 321,110
Accounts receivable federal government 650,800
Accounts receivable government 572,182
Capital Assets 58,513,434
Total assets $ 88,704,856
LIABILITIES AND FUND EQUITY
Liabilities:
Accounts payable and accrued liabilities $ 6,252,064
Deferred revenue 6,516,493
Matured bond and interest payable 4,262,028
Due to govemment entity 164,048
Noncurrent liabilities:
Due within one year 380,000
Due in more than one year 25,337,784
Total liabllities 42,912,417
NET ASSETS
Invested in capital assets, net of related debt 31,493,375
Restricted for debt services (368,767)
Unrestricted 14,667,831
Total Net Assats $ 45,792,439
$ 88,704,856

See notes to financial statement

e,

Juan A. Feliciano Chameco * Certified Public Accountant
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MUNICIPALITY OF MANATI, PUERTO RICO
STATEMENTS OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Net (expense)

Program Revenues revenue and change
Capital Grants  Operating Grants in Net Assets
Charges for and and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
EXPENDITURES:
Current:
General government $ 19,175,145 $ (1.671,113) § (1,060,971) $ (8,649,405) $ (7,794,656)
Public work 4,571,512 - = (4,571,512)
Public safety 1,594,490 - - - (1,594,490)
Health and education 5,434,272 (2,117,323) - (3,316,949)
Culture and recreation 2,206,799 - - - (2,206,799)
Interest on long-term debt 1,622,180 - - - (1,622,180)
Total governmental activities $§ 34,604,398 § (3,788436) § (1,0:9971) $§ (8,649,405) § (21,106,586)
GENERAL REVENUES :
Property taxes $ 963,255
Municipal licenses tax 8,087,346
Intergovernmental revenues 3,526,290
Interest income 458,927
Other Revenues 1,390,775
Total general revenues 14,426 593
Changes in net assets (6,679,993)
Net assets at beginning of year 52,472,432
Net assets at end of year $ 45,792,439

See notes to financial statements.



See notes to financial statement
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MUNICIPALITY OF MANATI, PUERTO RICO
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2003
Special Debt
General Rmue Service Other
ASSETS Fund | Fund | Fund Funds ;
Cash and invesiments ,005, $ 385,248 1400, phad
Cash wilh fiscal agent and other . * . 3,893,261 B 3,693,261
Receivable volume business 443,494 : - . s 443,494
Accounts receivable federal government 556,657 32373 - - 61,770 650,800
Accounts receivable other funds 304,811 - - 2,566,859 2,871,670
Accounts receivable government 972,182 - - - - 972,182
Total assets and other debits g 15._232 ,680 $ 10074876 § 380371 F 8,517,300 Hialild
LIABILITIES AND FUND BAIANCES
Liabilities:
Accounls payable and accrued liabilities $ 570472 § 417621 § 4704480 § =« 8 250491 § 5,952,064
Due o special revenue funds and other 2,566,859 - - - - 2,566,859
Matured bond and Interesl payable - - - 4,262,028 4,262,028
Due to government enlity 164,048 - - - - 164,048
Deferred revenue 6,516,493 - - - = 6,516,493
Due to general fund - - - - 304,811 304,811
Total liabilities $ _ogir.erz % 417,621 _§ __ 4./04,480 & 4,262,028 ; L7160,
Fund balances
Reserve for debt services $ - 5 - 3 - § (368,767) $ - % (368,767)
Encumbrances 46,310 - - - - 46,310
General Fund 418,487 - - - = 418,487
Special revenue fund - - - - 373,672 373,672
Capital Proyect fund = - 5,370,136 - 7,979,335 13,349,471
Total fund balances 464,797 = 5,370,136 {(368,767) 8,353,007 13,81 9173
Tolal liabilities and fund balance $ 10282669 & 417621 $ 10,074,616 § 3,093261 § 8,917,309
Amounts reported for govermental aclivilies in the statement of
nel assests are different because:
Capilal assels used in govermental activities are not financial resources
and [therefore,are not reported in the funds $ 58513434
Long-lerm liabililles, including bonds payable, are not due and payable in
the currenl period and, therefore, are not reparted in the funds:
Accrued compensated absence $ 1,061,355
Health insurance debt 1,272,607
Bonds payable 23,059,922
Advances from CRIM 246,284
Tolal long-term liabilities (26,540,168)
Tolal net assels of governmental activities $ 45,792,439
#ﬂ
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REVENUES
Property laxes
Municipal license tax
Licenses ,permits and fines
Intergovernmental revenues
Rent of properties
Interest income
Other revenues
Federal financial award
Total revenues

EXPENDITURES:
Current:
General govemnment
Public woks
Public safety
Health and educalion
Capital projects
Culture and recreation
Debt service:
Principal retirement
Interest and fiscal charges
Tolal expenditures
Excess of revenues over (under) expenditures

Other financing source (uses):
Net advance of properly taxes
Transfer in (out) to debt service fund
Transfer from debt service
Transfer from federal fund
Total other financing source (uses)

Excess of revenues and other sources over
(under) expendilures and other uses

Fund balance June 30, 2002
Prior period adjustment
Fund balance June 30, 2003

See noles to financial statements.

-y N IE I N EE
MUNICIPALITY OF MANATI, PUERTO RICO
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2003
GOVERNMENTAL FUND
Special  Capital Debt Total
General . Revenue Projects Service Other Governmental
Fund Fund Fund _ Fund Funds Funds
$ 953,255 $ - $ - 1,518,332 § - § 2471587
8,087,346 - - = - 8,087,346
997,171 - N - - 997,171
3,526,290 - 191,156 - 3,021,398 6,738,844
215,015 - - . - 215,015
458,927 - - 35,833 - 494,760
3,608,008 - - - - 3,508,008
- 4428427 868,815 - 2,143,259 7,440,501
17,746,102 4,428 427 1,059,971 1,554,165 5,164,857 29,953 322
9,515,376 4,397,671 970,634 - 4,251,734 19,135415
4,508,386 % - - - 4,508,386
1,555,673 ” - = - 1,555,673
5,243,859 2 - - - 5,243,859
- 5 5,158,812 = 5,636,040 10,795,852
1,413,428 - - - - 1.413,428
- - - 2,200,252 - 2,200,252
- = - 1,622,180 - 1,622,180
22,236,722 4,397 671 6,130,446 3,822,432 9,887,774 46,475,045
(4,490,620) 30,756 (5,070,475) (2,268,267) (4.723,117) (16,521,723)
5,381,495 2 = : - 5,381,495
(601,271) - - 601,271 - %
36,953 - - (36,953) - .
2 - (970,634) 970,634 - -
4817477 - (970,634) 1,634,952 - 5,381,495
326,557 30,756 (6,041,109) (733,315)  (4,723,117)  (11,140,228)
138,240 (30,756) 10,937,740 4513533 14,308,144 29,866,901
S - 473,505 (4,148,985) {1,232,020) (4,907,500)
$ 464797 § - $ 5370136 _$ (368,767) $ 8353007 § 13,819,173
-10-

Juan A. Feliciano Charneco * Certified Public Accountant
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Municipality of MANATI

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2003

Amounts reported for governmental activities in the statement of activities
are different because: $ (16,521,723)

Net change in fund balance - total governmental funds
Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is allocated
over their estimated useful lives and reported as depreciation expense.

Expenditures for capital assets 10,795,852
Less: Current depreciation (1,125,457)

9,670,395
The issuance of long-term debt provides current

financial resources to govemnmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources

of govemmental funds. Neither transaction, however, has any effect

on net assets. Also, governmental funds report the effect of issuance
costs, premiums, discount, and similar items when debt is first issued,
whereas these amounts ae deferred and amortized in the statement

of activities. This is the amount by which proceeds exceeded repayments

Bond, loan and capital lease proceeds . 1,160,060

Principal payments (2,220,102)
(1,060,042)
Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore,
are not reported as expenditures in governmental funds. (1,231,377)

Change in net assets of governmental activities $ ss,‘ng,ggag

See notes to financial statement
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

GENERAL ORGANIZATION

The Municipality of Manati (the Municipality) was founded in 1881. The governmental system of
the Municipality is composed of the executive and legislative bodies. The Mayor is the Chief Executive
Officer and is elected every four years in the general elections of Puerto Rico. The legislative body
consistes of fourteen assemblymen also elected in the general elections of Puerto Rico for a four-year
period.

The Municipality provides services such as: health, public safety, sanitation, recreation and sports,
education, housing, transportation, welfare, construction and/or improvements of highways and streets,
and other general and administrative services.

The financial statements of the Municipality of Manati (the Municipality) have been prepared in
conformity with generally accepted accounting principles (GAAP) as applicable to governmental
entitis. The Governmental Accounting Standards Board (GASB) is the primary standard-setting body
for establishing governmental accounting and financial reporting principles. The following summarizes
the Municpality significant accounting policies:

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

R ing Entit

The Municipality’s financial statements include the operations of all departments for which the
Municipality is financially accountable.

The financial statements present the financial position of the various fund types and accounts groups
and the results of operations of the various fund types of the Municipality. This includes the
organizational units governed by the Executive Officers and Members of the Municipal Assembly of
the Municipality. In evaluating the Municipality as a reporting entity, management has addressed all
the potential component units, which may or may not fall within the Municipality's financial
statements. The basic criterion for including a component unit within the Municipality's reporting
applying the provisions made entity of statement No. 14 of the Governmental Accounting Standard
Board (GASB), the oversight responsibility is by Manati Municipality Assembly.

In evaluating the Municipality as a reporting entity, management has addressed all potential component
units, which may or may not fall within the Municipality’s oversight and control and, as such, be
included within the Municipality’s financial statement. The basic criteria for including a component
unit within the Municipality’s reporting entity is the exercise of oversight responsibility by the
Municipality’s Council. The specific criteria used by the Municipality for establishing oversight
responsibility are:

=12«
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003
(Continued)

Manifestations of Oversight Responsibility
Selection of Governing Authority
Designation of Management

Ability to Influence Operations Significantly

Accountability for Fiscal Matters
Budget Authority
Surplus/Deficit
Responsibility for Debt
Fiscal Management
Revenue Characteristics

Factors other than oversight, which may significantly influence the entity relationship, are:

Scope of Public Service
Special Financing Relationships

The relative importance of each criteria is evaluated in light of specific circumstances in order to
determine which component units are to be included as part of the reporting entity. Our specific
evaluations of the criteria applicable to be Municipality of Manati indicate that the reporting entity
consists of all funds and accounts groups included in the combined balance sheet, therefore no
organizations, activities or functions were excluded from the reporting entity.

In June 1999, the GASB issued Statement No. 34 Basic Financial Statements and Management
Discussion and Analysis for State and Local Governments. This Statement establishes new financial
reporting requirements for state and local governments. It requires new information and restructures
much of the informatio that governments have reported in the past. Coparability with reports issued in
prior years is affected. In June 2001, The GASB issued Statement No. 37 Basic Financial Statements
and Management Discussion and Analysis for State and Local Governments Omnibus, which in part
addressed the Management Discussion and Analysis (MD&A) requirements, Program Revenue
Classifications and Major Fund criteria requirements in the reporting model in Statement No. 34.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)
Basic Financial Statements-GASB Statement No. 34 (Continuation)

The government-wide Statement of Activities reflects both the gross and net cost per functional
category. The Statement of Activities reduces gross expenses (including depreciation) by related
operating grants and contributions. The operating grants include operating-specific grants.

This government-wide focus is more on the substantiality of the Municipality the change in
aggregate economic position resulting from the activities of the fiscal period.

The fund financial statements are, in substance, very similar to the financial statements presented
in the previous model. Emphasis here is on the major funds in the governmental category. Non-
major funds are aggregated into a single column.

The governmental funds financial statements are presented on a current financial resource
measurement focus and modified accrual basis of accounting. This is the manner in which these
funds are normally budgeted. This presentation is deemed most appropriate to (2) demonstrate
legal and covenant compliance, (b) demonstrate the source and use of liquid resources, and (c)
demonstrate how the Municipality actual experience conforms to the budget or fiscal plan.
Since the governmental fund statements are presented on a different measurement focus and
basis of accounting than the government-wide statement, a reconciliation is presented on the
fund statement, which briefly explains the adjustments necessary to transform the fund
statements into the governmental wide statements.

Basis of Presentation

The new model as defined in Statement No. 34 establishes criteria (percentage of the assets,
liabilities, revenues or expenditures/expenses of either fund category or the governmental and
enterprise combined) for the determination or major funds. The Municipality reports the
following major funds on Fund Financial Statements:

Major Funds
General Fund — Always a major fund. The general fund is the main operating fund of the

Municipality. It is used to account for all financial resources except those required to be
accounted for in other funds. ]

-14-
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)
Basis of Presentation (Continuation)
Major Funds (Continuation)

Economic Development Fund — Accounts for teh proceeds of Federal Grants and loans and

Local Special Assignments to develop specific purpose on the Economy of the
Municipality.

Debt Service Fund — Debt service fund is used to account for the accumulation of
resources for, and the payment of , general long-term debt principal and interest.

Capital Projects Fund — Capital projects fund is used to account for the financial resources

for the acquisition of personal property and/or construction of major improvements which
are not financed by other funds.

Business Type Activities

Enterprise Fund - The Enterprise fund is accounted for using the accrual basis of
accounting. Its revenues are recognized when they are earned and their expenses are

recognized when they are incurred. Most of the fund transactions are made through a
financing institution.

Basis of A :

The accounts of the Municipality are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The Municipality has created various types of
funds. Each fund is accounted for by a separate set of self-balancing accounts, which include its
agsets, liabilities, fund balances, and revenues and expenditures/expenses, as applicable. The
individual funds accounts for the governmental resources allocated to the Municipality for the

purpose of carrying on specific activities in accordance with laws, regulations, or other
restrictions.

-15-
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)
Basis of Accounting (Continuation)

Measurement Focus, Basis of Accounting

Government-wide Financial Statements — The government wide financial statements are
reported using the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flows take place. Non exchange transactions, in which the Municipality gives (or
receives) value without directly receiving (or giving) equal value in exchange, include
grants. Revenue from grants is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental Funds Financial Statement — Governmental funds are reported using the
current financial resources measurement focus and the modified accrual basis of
accounting. Under this method, revenues are recognized when measurable and available.
Available means collectible within the current period or 60 days after the end of the period
to use them to pay liabilities of the current period. Miscellaneous revenues are recorded
when collected. Revenues collected in advance of the fiscal year to which they apply are
recorded as deferred revenues and recognized as revenues in the year to which they apply.
Expenditures are generally recognized when the related fund liability is incurred. General
capital asset acuisitions are reported as expenditures in governmental funds.

Governmental Fund Types / Governmental Activities — Governmental funds are those
through which most governmental functions of the Municipality are financed. The
acquisition, use, and balances of the Municipality’s expendable financial resources and
the related liabilities are accounted for through governmental funds. The measurement
focus is upon determination of changes in financial position, rather than upon net income
determination.

Licenses and permits, charges for services, fines and forfeits and miscellaneous revenues

(except investment earnings) are recorded as revenues when received. Investment earnings
(interest) are recorded as earned since they are measurable an available.

-16-
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)
Encumbrances

Governmental funds employ encumbrances accounting. Under the encumbrance system, all
purchase orders, contracts and other commitments for the expenditure of funds are recorded in
order to reserve that portion of the applicable appropriation. Under generally accepted
accounting principles, encumbrances outstanding at year-end are reported as reservations of fund
balance and they constitute neither expenditures, nor liabilities. Encumbrances constitute the

equivalent of expenditures for budgetary purposes only, and accordingly, are reported with
expenditures in all budgetary basis statements.

Budgetary Data

The Municipality follows these procedures, which are in accordance with the municipal law; in
establishing the budgetary date reflected in the basic financial statements.

(1) On or prior to may 15, the Mayor submits to the Municipal Assembly a proposed budget
for the fiscal year commencing the following July 1st. The proposed budget includes
estimated expenditures and their financing sources.

(2) The budget document is available for public inspction prior to its approval by the
Municipal Assembly.

(3) Prior to July 1st., the annual budget is legally enacted through passage of the annual
appropriation ordinance.

The budget is prepared following the modified accrual basis of accounting except for the
encumbrances as described below.

The actual results of operations, presented in the Statement of Revenues, Expenditures and

Changes in Fund Balances-Budget and Actual-General Fund, are reflected in conformity with the
budgetary accounting of the Municipality for a better comparison with the budget information.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENS
JUNE 30, 2003

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Budgetary Data (Continuation)

Amendments to the budget, and budgetary transfers related to personal expenditures, require the
approval of the Municipal Assembly. Non-capital encumbrances lapse at the end of the next
fiscal year.

Since the budgetary basis differs from generally accepted accounting principles (GAAP), actual
amounts for the general fund and debt service fund in the accompanying Statement of Revenues
and Expenditures-Budget and Actual are presented on the budgetary basis to enmhance
comparability. The principal differences are as follows:

(1) Encumbrances are recorded as expenditures under the budgetary basis and as
reservations of fund balance under the GAAP basis.

2) The property tax advances are presented as revenue in the budgetary basis and as other
financing souces in the GAAP basis.

(3) The Municipality receives certain revenus as contributions from governmental entities,
legislative and private parties, which are not included therein nor are the related
expenditures.

(4) Certain debt issuance to acquire personal property is reflected in the general fund and is
restricted for that purpose.

The necessary adjustments to convert the result of operations of the general and debt service
funds fro the modified accrual of accounting to the budgetary basis are as follows:

Deposits

Substantially all cash balances are commingled in a general checking account and several special
purpose bank accounts, except for cash and investments restricted by law. Each fund records its
equity interest in the pooled cash balance. The available cash balance in the general checking
account beyond immediate needs is invested in interest-bearing deposits. Generally, cash is
deposited in interest-bearing bank accounts. Investment earnings are credited to the respective
fund.

Investments consist of short-term certificates and are stated at cost, which approximates fair
value.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuation)

Inventories
The general fund purchases office and printing supplies, gasoline, oil, medicines and other

items. The cost of purchases is recorded as an expenditures and the inventory is not recorded
in the basis financial statements since amount is insignificant.

Capital Assets

Fund Fi ial s

The capital assets acquired are recorded as expenditures at cost in the governmental funds.

: Wide Financial S

Purchased capital assets are recorded at cost. Donated capital assets are recorded at their
estimated fair value a the time they are received by the Municipality and is capitalized in the

Statement of net Assets. Major renewals and betterment are capitalized: replacement,

maintenance and repairs, which do not improve or extend the life of the respective assets, are
charged to operations.

Depreciation is provided over the estimated useful life of the respective assets on straight-
line basis.

Municipal employees are granted 30 days of vacacion and 18 days of sick leave annually.
Vacation may be accumulated up to a maximum of 60 days and sick leave up to a maximum
of 90 days. In the event of employee resignation, the employee is paid for accumulated
vacation days up to the maximum allowed. Separation from employment prior to use of all
or part of the sick leave terminates all rights for compensation, except for employees with ten
years or more of service who are entitled to sick leave pay to the maximum allowed. 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.

Employees’ maximum allowed accumulated vacation, with the employer’s share of payroll
taxes, are accounted in the Statement of Net Assets.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

Insurance

The Municipality has insurance coverage for its public facilities and equipment, primarily to
provide protection in case of disaster and other losses. Also, principal officials of the
Municipality are covered under various surety bonds. The Secretary of the Department of
the Treasury of the Commonwealth of Puerto Rico is the designated agency to obtain the
necessary insurance coverage for the Municipality.

Restricted Assets
; | Cortifi ¢ Depoit-E iog Find

Certain proceeds of enterprise fund revenue bonds, as well as certain resources set aside for
their repayment, are classified as restricted assets on the balance sheet because their use is
limited by applicable bond convenants. The “revenue bond” maintenance account is used to
report those rental proceeds that are restricted for use in maintenance of the properties. The
“revenue bond fund account”is used to segregate resources accumulated for det service
payments over the next twelve months. The “Debt Service Account™is used to report
resources set aside to make up potential future deficiencies in the “revenue bond fund
account”. For description of collateral, see Deposits Note.

Cash with fiscal agent

The cash with fiscal agent pertaining to the debt service represents property tax collections
retained by the Government Development Bank for Puerto Rico and another financial
institution restricted for the payment of Municipality’s debt service (See Note 2) and unused
proceeds from bonds and notes issued principally for the acquisition or construction of
permanent improvements are accounted in the capital project fund.

=20-



Reservations of Fund Balance

Reservations of fund balance represent portions of fund balances that are legally segregated

for a specific future use or are not appropriable for expenditure. The Municipality has the
following reservations of fund balance:

» Encumbrances — Represent future expenditures under purchse order, contracts and
other commitments. These committed amounts generally will become liabilities in
future periods as the goods or services are received.

» Debt Service — Represents net ssets available to finance future debt service payments.
» Capital Projects — Represent net assets available to finance future capital outlays.
Claims and Judgements
The estimated amount of the liability for claims and judgements, which is due on demand,
such as from adjudicated or settled claims, is recorded in the general fund and in the
Statement of Net Assets.
Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that effect the reported
amounts of asses and liabilities and disclosure of contingent assets and liabilities at the date

of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actuals results could differ from those estimates.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

2. PROPERTY TAXES

The “Centro de Recaudacién de Ingresos Municipales”(CRIM) is responsible for the assessment
of all real and personal property located within the Municipality of Manati and for the levy,
administration and collection of the corresponding taxes.

The property tax is levied each year on the asessed value of the property at the beginning of the
calendar year. Assessed values of real property are established at the estimated current value
existing in the year 1957 and of personal property at the current value at the date of the
assessment.

Real property taxes are billed by the CRIM and are due in two equal installments in July and
January following the assessment date. Personal property taxes are self-assessed ad are due in
May 15, when the property tax return is required to be filed.

The tax rate per annum is 8.08% for real property and 6.08% for personal property of which
3.83% and 1.83%, respectively, belongs to the Commonwealth of Puerto Rico and 4.5% of both
percents belong to the Municipality. From the portion belonging to the Municipality, 3%
represents the Municipality’s basic rate,which is appropiated for general purposes and,
therefore, accounted for through the general fund. The remaining portion belonging to the
Municipality of 1.3% repesents the dd-valorem” tax withheld by the CRIM as fiscal agent, and
restricted for debt service which is accounted for through the debt service fund (See note 11).
The Municipality has reached the maximum statutory tax rate limit for the asic tax while there
is no limitation for the ad-valorem tax rate.

Complete real property tax exoneration is granted by the Commonwealth of Puerto Rico on the
first $15,000 of the assessed valuation of owner occupied residential units. However, the
Municipality receives the full amount levied, except for residential units assessed at less than
$3,500, on which a complete exemption is granted. Veterans have additional exemption from
taxes of $5,000 of the assessed alue of real property. The Department of Treasury instead of the
property taxpayer becoms the source of payment in these cases.

Complete exemption from personal taxes up to an assessment of $50,000 is granted to retailers
with an annual volume of net sales under $150,000.



MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

The CRIM reports annually to the Municipality the estimated basic property tax and the tax to be
used for the det service, which will be collected in the fiscal year. The basic tax is advanced to
the Municipality during such fiscal year. It is the practice to amortize these advances through
the subsequent collection by the CRIM of the basic tax from the taxpayers.

The basic property tax advances from the CRIM are recorded in the general fund as other
financing sources. As this tax is collected and reported by the CRIM, it is recorded i the gneral
fund as revenue. The property tax received from the Department of Treasury, which is related to
the exoneration granted by the Commonwealth of Puerto Rico is reflected as revenue in
thegeneral fund.

Since the collection of property taxes from the taxpayers is under the administration of the
CRIM, the Municipality recognized as an expenditure the operational expenses allocated by the
CRIM to the Municipality, which amounted to $259,593 during 2003.

The following is a summaryof the property tax advances, which resulted as an account
receivable, for the year ended June 30, 2003 and outstanding debt from 2003. The resulting
receivable is presented as a deferred revenue in the general fund for Fund Financial Statement
and as a revenue in the Government Wide Financial Statements. The debt has been presented in
the Statement of Net Assets as a non-current libility since payment is not anticipated to be paid’
in near future.

Accounts Receivable:
Amortization through collections of property taxes by the CRIM
07-01-02 - 06-30-03 $8,739,134
Advance received, 07-01-02 — 06-30-03 (8,370,386)
Due from CRIM - 2003 368,748
Due to CRIM -2002 $246.284
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MUNICIPALITY OF MANATIL PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

DEPOSITS - e . S e e SR B

Deposits include certificates of deposits amounting to $7,066,226. The Municipality’s cash and
investments at June 30, 2003, were entirely covered by the Federal Depository Insurance
Corporation by collateral provided by the banks and held by the Department of the Treasury
pursuant to applicable laws and regulations. Cash with fiscal agent is maintained in interest-
bearing accounts in the Government Development Bank for Puerto Rico and is collaterized by
the Commonwealth of Puerto Rico.

Puerto Rico laws authorize govermental entities to invest in direct obligations or obligations
guaranteed by the federal government or the Commonwealth of Puerto Rico. The Municipality
is also allowed to invest in bank acceptances, other bank obligations and certificates of deposit in
financial institutions authorized to do business under the federal and Commonwealth laws.
During the year, the Municipality invested its funds in interest-bearing bank accounts, and
short-term certificates of deposit.

CONCENTRATION OF CREDIT RISK

The Municpality maintains its csh account in local commercial banks, whose accounts are
warranty by the Federal Deposit Insurance Corporation (FDIC) up to $100,000. Deposits in
excess of $100,000 are collaterized by the bank securities to property safeguard such funds.
Nevertheless, Management believes that concentration of credit risks is limited because
balances are deposited with high standing financial institutions.

. MUNICIPAL LICENSE TAXES

The volume of business tax is levied each year based on the prior year's gross revenues for all
commercial and industrial organizations doing business in the Municipality and which are not
totally or partially exempt from this under the industrial Incentives Acts of Puerto Rico. All
taxpayers are required to file their declarations by April 15 of each year.

The tax rates are as follow:
1% for financial institutions
for all other organizations 0.5%

Taxes are payable in two equal semiannual installments on July 1 and January 1 following the
levy date. If they are paid before their maturity, the taxpayer is granted certain discounts.

The Municipality recognized as account receivable the amount estimated to be collected based
on the volume business tax declaration during the next year that pertaining to this year and prior
years included interest receivable of $27,310. (Net of allowance for un-collectable). The
deferred revenue of the general fund correspond to the business tax levied received from the next
fiscal year.
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

6. INTERFUND TRANSACTIONS

Interfund receivables and payables generally reflect temporary loans, billings for services
provided and recovery of expenditures. The balance are as follows:

Funds Due From Due To

Other Funds $2,566,859 $2,566,859

The interfund receivables and payables on Fund Financial Statement are eliminated on Statement
of Net Asets (Government Wide Financial Statement).

7. INTERGOVERNMENTAL REVENUES

Sources of intergovernmental revenue consit primarily of governmental payments from the
Commonwealth of Puerto Rico and in lieu of tax” payments from certain “quasipublic”
corporations, such as the Puerto Rico Electric Power Authority.

Grants and subsidies received from the Commonwealth of Puerto Rico include, aong others, a

general subsidy for capital improvements. Almost all these intergovernmental revenues are
accounted for in the general fund.
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MUNICIPALITY OF MANATI, PUERTO RICO

NOTES TO FINANCIAL STATEMENTS

8. CAPITAL ASSETS

Fund Financial Stat :

JUNE 30, 2003

The Municipality charged costs of capitalizable outlays as expenditures categories in the

Governmental Fund Financial Statements.

Governmental activities:

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital asets, being deprciated
Buildings and building improvements
Infraestructure
Equipment
Vehicles

Total capital assets being depreciated

Less accumuiated depreciation for:
Buildings and building improvements
Infraestructure
Equipment
Vehicles

Total accumulated depreciation

Total capital assets being depreciated, net

Balance Balance
6/30/02 Additions 6/30/03
$11,929,100 § - $11,929,100

1,725,238 5,636,048 6,766,670

“$13,654,338 _$ 5,636,048

$(594,616) _$ 18,695,770

42,803,602 - 42,803,602
15,533,708 - 15,533,708
4,953250 619,662 5,528,051
7,232,143 105,754 6,853,957
70,522,703 ___ 725,416 70,719,318
(9,408,156)  (770,465) (10,178,621)
(13,980,337) - (13,980,337)
(5,351,676)  (184,236) (5,491,051)
(1,564,829) _ (170,756) (1,251,645)
(30,304,998) __(1,125,457) (30,901,654)
40,217,705____(400,041) 39,817,664

Governmental activities capital assets, net

"$53,872,043 $5,236,007 $(594,616) $ 58,513,434

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

Governmental activities:
General government $ 39,730
Public safety 38,817
Public works 63,126
Culture and recreation 793,371
Education 190,413
Total depreciation expense- governmental activities $1,125,457
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

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

Vehicles, Heavy Equipment 4-10
Furniture and Fixture 10
Computer and Electronic Equipment 5
Buildings 50
Infrastructure 60
Improvements 20-40

In addition, the Municipality assigned a 10% residual value on most Capital Assets.

9. CHANGES IN GENERAL LONG-TERM DEBT

$300
$300
$300
$1
51
51

Payale at Balance
Description July 1, 2002 Additions Reductions June 30, 2003
General Obligations Bonds $28,060,31 $1,160,000 $2,200,25 $27,020,059
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GENERAL LONG-TERM DEBT (Continuation)

The annual requirements to amortize all bonded debt outstanding as of June 30,

2002 follow:
Original Interest Balance
Description Amount Rate At 06-30-02 | Due Date

General obligation

Bonds (Series 1991) 5,100,000 9.995% | 2,015,000 | 07-01-2006
Special loan from

Lottery fund 333,000 10% 6,721 | 01-01-2005
Special loan from

Lottery fund 479,438 10% 45,729 | 07-01-2005
Special obligation 375,000 9.75% 111,000 | 07-01-2006
Special obligation 400,000 12% 104,700 | 07-01-2005
Operational loan 7,500,000 9.64% 1,500,000 | 07-01-2006
Special obligation 3,600,000 12% 1,735,000 | 07-01-2007
General obligation .

Bond (Series 2000) 125,000 7.29% 110,000 | 07-01-2024
General obligation

Bond (Series 2000) 315,000 7.29% 135,000 | 07-01-2004
General obligation

Bonds (Series 94-95) 1,005,000 6.5% 770,000 | 07-01-2014
General obligation

Bond (Series 94-95) 300,000 6.8% 240,000 | 01-01-2012
General obligation

Bond 1,160,000 2.7% 1,145,000 | 07-01-2026
General obligation

Bonds (Series 95-96) 1,500,000 5.25% 1,361,000 | 01-01-2022

Sub-total 9.279.150
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO GENERAL PURPOSE FINANCIAL STATEMENTS

JUNE 30, 2002
(continued)
Guaranteed loans funds 2
(by Secretary of & 10/"
: 0
Housing and Urban 713%
Development) (97-98) $ 8,915,000 i $7,580,000§ 08-01-2017
General obligation
Bonds (Series 97-98) 2,850,000 7.10% 2,610,000} 07-04-2022
General obligation
Bond (Series 94-95) 605,000 5.25% 295,000 07-01-2005
General obligation
Bonds (Series 99-00) 105,000 4.75% 80,000§ 07-01-2010
General obligation
Bonds (Series 99-00) 1,150,000 4.75% 1,105,000] 07-01-2025
General obligation
Bonds (Series 01-02) 920,000 4.75% 870,909] 07-01-2021
General obligation
Bonds (Series 01-02) 270,000 4.75% 235,000} 01-01-2007
General obligation
Bonds (Series 01-02) 130,000 4.75% 110,000{ 01-01-2006
General obligation
Bonds (Series 01-02) 2,515,000 4.75% 2,470,000 01-01-2026
General obligation
Bonds (Series 01-02) 485,000 4.75% 425,000 01-01-2008
General obligation
Bonds (Series 01-02) 2,010,000 4.75% 1,960,000 07-01-2026
$27,020,059




MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

10. DEBT SERVICE FUND

The revenues of the debt service fund arise from the additional property tax and are recognized
when collected and informed by the CRIM (See Note 2). The CRIM retains these collections for
the payment of principal and interest of bonds and notes issued by the Municipality. Interest
income is for the payment of interest or special obligations notes and property taxes are for the
debt service requirements of the genera obligations bonds and notes.

Principal and interest on these obligations are paid by the Government Development Bank for
Puerto Rico from funds obtained fro the Following:

Property taxes $1,554,165
General funds 601,271
QOther funds 970,634
Debt service prior balance 696,362

$3.822,432

Expenditures for the year 2002-2003 were as follows:

Principal $2,200,252
Interest 1,622,180

$3,822,432

11. RETIREMENT SYSTEM

Plan Description

Regular employees of the Municipality contribute to a cost sharing multiple-employer defined
benefit retirement plan, administered by the Employee’Retirement System of the Government of
Puerto Rico and its instrumentalities (ERS). ERS covers all regular full time public employees
working for thecentral government, public corporations and the municipalities of Puerto Rico.
The system provides retirements pensions, death and disability benefits. Retirement benefits
depend upon age at retirement and number of years of credited service. Disability retirement
benefits are available to members for occupational and non-occupational disabilities. Benefits
vest after ten years of plan participation. The system was created under Act 447, approved on
May 15, 1951, as amended, and became effective on January 1, 1952. ERS issues a publicly
financial report that includes financial statements and required supplementary information of the
Plan, which may be obtained from the ERS at G.P.O. Box 42003, San Juan Puerto Rico. 00940.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

The annual retirement benefits for those regular full-time employees hired on or before March
31, 1990 or those attaining permanent status before that date (Old Plan) and for those hired or
attaining permanent status on or after April 1, 1990 (New Plan) are as follows:

OLD PLAN
Eligibili i Flena
Age 55 and 30 years 75% of average highest compensation
Of service during any years of credited service
Under 55 and 30 ears 65% of average highest compensation
Of service during any 3 years of credit service

Participant in the System who retire prior to 30 years of credited service are entitled to an annual
retirement benefit equal to 1.5% of the highest compensation in any 3 years of credited service
for each year of service up to 20 years, and 2% for each year in excess of 20 years.

NEW PLAN
Eligibili Pentsion Beneh
Age 65 with 10 years 1.5% of average compensation during
of servie the final 5 years of credited services
multiples by the numbers of years
credited service

For both plants, the employees are vested when attaining ten years of credited services.
Disability and death are available with certain limitations and all annuities in pay status will be
increased evry three years by 3% subject to the approval by the Legislature of Puerto Rico.
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

Funding Policy

The Act 447, as amended, is the authority under which obligations to contribute to the Plan by
the Plan members, employer and other contributing entities are established or may be amended.
The required contributions made by the Municipality were based on percentages established
by the Administrator of the System. Such percentages were not based on actuarial studies as
required by generally accepted accounting principles. An actuarial computation of the annual
contribution applicable to the Municipality has not been prepared. Accordingly, the amounts
by which the actual contributins differ from the required actuarial contributions are not known.
The Municipality’s total payroll for the fiscal year 2003 amounted approximately $10,835,461
respectively. Members’contributions are 5.775% for gross salaries up to $6,600 plus 8.275% of
the gross salary in excess of $6,600 and the Municipality is required to contribute 9.275% of

gross salary.

12. CLAIMS AND CONTINGENCIES

Conti :

As pr Act No. 72 of September 7, 1993, Act of the Health Insuance of PR Administration”,
(HIA) should negotiate with the municipalities a contribution from the operational budget for
the medical services covered by the Health Care Reform. As of June 30, 2002 the amount billed
by HIA to the Municipality amounted to $1,272,607. Te Municipality alleged that the HIA never
discussed the aount to be contributed by the Municipality and is determined unilaterally. The
Municipality’s management decided not to record the liability on the financial statemetns.

On July 1, 1997, there was a amendment to Act No. 72 in which it was established that the
balance due to HIA from October 1994 to June 30, 1997 will be earned on the additional lottery

games.

Federal Programs

The Municipality participates in a number of federal financial assistance programs. Although the
Municipality’s grant programs have been audited in accordance with the provisions of the Single
Audit Act of 1984, as amended, during the year ended June 30, 1996, these programs are still
subject to financial and compliance audits and resolution of previously identified questioned
costs. These grants are also subject to audit on behalf of the grantors to assure compliance with
grant provisions. If expenditures are disallowed due to noncompliance with grant program
requirements, the Municipality may be required to reimburse to the grantor agency.
Accordingly, the Administrations’s compliance with applicable grant requirements will be
established at some future date. Nevertheless, the Municipality’s management expects the
amount of expenditures, which may be disallowed by the granting agencies from such audits, to
be immaterial.
29
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2003

Comptroller’s Office dudi

The Municipality of Manati , Puerto Rico, has been audited by the Comptroller’s Office of the
Commonwealth of Puerto Rico. The Comptroller’s Office issued a final report related to the
financial operations of the Municipality dated November 2, 2001. The report covers municipal
operations from July 1, 1997 through December 31, 2000. Such report includes findings
regarding to certain alleged irregularities in the operations and administration of the Municipality
of Manati, Puerto Rico, during the stated period. The Comptroller’s opinion in the report stated
that the operations of the Municipality were conducted substantially in accordance with laws and
regulations, except for some findings disclosed in specific municipal operations.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

Federal CFDA Pass-through Federal
Federal Grantor / Pass-through Grantor Program Titie Number Grantors Number Expenditures
U.S. Department of Housing and Urban Development.
Direct Program:
Department of Housing and Urban Development Public
and Indian Housing
Section 8 - Voucher 14-855 RQ46-V0-54-001 1,022,383
Community Planning and Development
Community Development Block Grant 14-218 B-01-MC-72-0016 491,842
14-218 B-00-MC-~72-0016 87,040
14-218 B-02-MC-72-0016 758,140
1,337,022
Section 108 loan guarantees 14-248 B-95-MC-72-0016 691,182
UDAG (Program Income) 14-221 - 24,041
Atenas Intemet (Program Income UDAG) 14-221 - 193,817
900,040
U S Dapartmant of Transportation:
Direct Program:
Federal Transit Administration
Federal Transit Capital Improvement Grant
Mini Buses Purchases 20-500 PR-90-X073 7,930
Public Car - Terminal improvements 20-500 PR-80-X080 14,617
Program Income FTA 20-500 - 24,041
46,588
U.S. Department of Justice:
Office of Community Oriented Policing Services
Troopsto C.O.P.S 16-711 96-UM-MX-0223 7,265
Passed-through Governors Office for Human Development:
Administration for Chlidren and Families
93-600 2,993
Head Start (PA-22) 93-600 02CH-0483-34-102 4,397,671
Child Care 93.575 CCC-007-M 441,293
4,841,957
Administration on Aging
Special Program for the Aging Title lll B and C 93-044 Supportive Services 85,247
TOTAL FEDERAL ASSISTANCE 8,249,502

-34-
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO THE SCHEDULE
OF EXPENDITURES OF FEDERAL FINANCIAL AWARDS
FOR THE FISCAL YEAR THEN ENDED JUNE 30, 2003

(1) GENERAL

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Municipality of Manati, Puerto Rico and is presented on the accrual basis of
accounting. The reporting entity is define in Note 1 to the financial statements of the
Municipality. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations.

(2) MAJOR FEDERAL AWARDS
The Community Development Block grants, Housing Assistance Payments Programs, Health
and Human Services Programs and Federal Emergency Management Agency represents the

major federal financial awards of the Municipality. Major federal awards represent 89% of
total expenditures.

(3) EEDERAL CFDA NUMBER

The CFDA numbers included in this schedule were determined based on the program name
review of grant contract information and the office of management and budget catalog of
Federal Domestic Assistance.

Federal financial assistance expenditures are reported in the Municipality of
Manati, Puerto Rico Combined Statement of Revenues, Expenditures and Change in
Fund Balances - All Governmental and Types as follow:

g . g ; Other
Description Special Revenue Capital Project Fsids Total
Federal Programs
Expenditures 4,397,671 970,634 2,881,197 8,249,502
State & Municipal
Expenditures - 5,159,812 7,006,577 12,166,389
Total Expenditures 4,397,671 6,130,446 9,887,774 20,415,891
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simicmcil Ur KEVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - BUDGET AND ACTUAL (BUDGET BASIS)
GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

,_
|

—

Adjusted Varianca
Budgeted Amounts Actual Favorable
¥ Original Final Note 1 (Unafavarable
. REVENUES
{ Property taxes $ 95325500 §$ 95325500 §$ 953255 § -
} Municipal License tax 8,000,000 8,000,000 8,087,346 87,346
Intergovernmentai revenues 3,680,579 3,680,579 3,526,290 (154,289)
LJ Licenses, Permits and F. 194,120 194,120 247,016 52,896
Rent of properties 945,000 945,000 997,171 52,171
™ Interest income 900,000 900,000 458,927 (441,073)
| Other revenues 1,955,619 1,955,619 1,726,598 (229,021)
Other financial Source 5,243,770 5,243,770 5,381,495 137,725
Total revenuas 21,872,343 21,872,343 21,378,098 (494,245)
| EXPENDITURES:
Current:
L General Goverment 10,089,926 10,089,926 9,292,571 797,355
Public safety 1,935,735 1,935,735 1,555,673 380,062
Public Work 4,650,480 4,650,480 4,508,386 142,094
Health and education 3,786,485 3,786,485 3,819,448 (32,963)
n Culture and Recreation 1,409,718 1,409,718 1,418,478 (8,760)
Transfer to debt service 661,271 661,271 601,371 59,900
© Total expenditures 22,533,614 22,533,614 21,185,927 1,337,687
! Excess of revenues over (under) expenditures $ 182,171 $ 843,442.50
Explanation of Differences:

| Decrease in licenses, permits and fines is due excise tax
! collected less than budget.

l STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
—Budgetary Control

[ The Municipality 's annual budget is prepared on the budgetary basis of accounting, which is not in accordance
with GAAP, and represent department appropriations recommended by the Mayor and approved by the Muni-
cipal Legislature prior to the beginning of the fiscal year. Amendments to the budgetrequire tha approval of the
of the Municipal Legislature. Transfer of appropriations within the budget, knows as Mayor's Resolution, do not
require the approval of the Munlcipal Legislatue.

The Municipality prepares its annual budget including the operation of the general fund.

For budgetary purpose, encumbrance accounting is used. The encumbrance are considered expenditures when
incurred. For GAAP reporting purposes, encumbrances oustanding at year-end are reported as reservation of
fund balances and do not constitute expenditures or liabilities because the commitments will be honored during
the subsequent year.

The unencumbered balance of any appropriations at the end of the fiscal year will lapse at the end of such fiscal

year . Other appropriations, mainly capital project appropriations, are continuing accounts for which the Muni-
cipal Legislature has authorized that an unspent balances from the prior year be carried forward and made
available for current spending.

The annual budget as presented in the Budgetary Comparison Schedule - General Fund is the budget ordinance

at June 30, 2003 representing the original budget. There were no supplemental appropriations for the year
ended June 30, 2003

-36-
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Mayor and Municipal Council
Municipality of Manati, Puerto Rico

I have audited the financial statements of the Municipality of Manati; Puerto Rico, as of and for the
year ended June 30, 2003, and has issued a qualified (for its general fixed assets) report thereon dated
December 19, 2003. I conducted my audit in accordance with generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States.

Compliance
As part of obtain reasonable assurance about whether the Municipality of Manati financial statements

are free of material misstatement, I performed tests of its compliance which certain provision of law,
regulations, contracts and grants, non-compliance 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 my audit and, accordingly, I do not express such an
opinion. The results of my tests disclosed no instances of non-compliance that are required to be
reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered Municipality of Manati, Puerto Rico, internal
control over financial reporting in order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the internal control
over financial reporting. My consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the general purposes financial statements being audited
may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions.




I noted no matters involving the internal control over financial reporting and its operation that I
consider being material weaknesses. However, [ noted other matters involving the internal control over
financial reporting that I have reported to management of Municipality of Manau, in a separate dated
December 19, 2003.

This report is intended for the information of the board of directors, management and federal awarding
agencies and pass-through entities. However, this report is a matter of public record and its distribution
is not limited.

-

wa% e e

San Juan, Puerto Rico
December 19, 2003

The stamp number /94 2438 CPA JUAN A FELICIANO CHARNECO
Was affixed to the L No. ¥263
original of this report. ires December 1, 2004
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAYOR PROGRAM AND INTERNAL CONTROL OYER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Mayor of the Municipality of Manati
Manati, Puerto Rico

Compliance

I have audited the compliance of the Municipality of Manati, Puerto Rico, with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major federal programs for the year
ended June 30, 2003. The Municipality of Manati major federal programs is identified in the summary
of auditor's result section of the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts and grants applicable to each of its major federal
programs is the responsibility of Municipality of Manati Management. My responsibility is to express
an opinion on Municipality of Manati compliance based on my audit.

I conducted my audit in accordance with generally accepted auditing standards, 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 and Local Governments and
Non-Profit Organizations. Those standards and OMB Circular A-133 require that I require that I plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about Municipality of
Manati, compliance with those requirements and performing such other procedures, as I considered
necessary in the circumstances. I believe that my audit provides a reasonable basis for my opinion. My
audit does not provide a legal determination on Municipality of Manati compliance with those
requirements.

In my opinion, Municipality of Manati, complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30,
2003. However, the results of my auditing procedures disclosed instances of noncompliance with those
requirements that are required to be reported in accordance with OMB Circular A-133 and which are
described in the accompanying schedule of findings and questioned costs as items 2003-01, 2003-02,
and 2003-03.

j-aq-
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Internal Control Over Compliance
The management of the Municipality of Manati, Puerto Rico, is responsible for establishing and

maintaining internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. [n planning and performing my audit, I considered Municipality
of Manati internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine my auditing procedures for the purpose of
expressing my opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133.

My consideration of the intemal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in-which the
design or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and
grants that would be material in relation to a major federal program being audited may occur and not
be detected within a timely period by employees in the normal course of performing their assigned
functions. I noted no matters involving the internal control over compliance and its operation that [
consider being material weaknesses.

This r>port is intended for the information of the board of directors, management and federal awarding
agencies and pass-through entities. However, this report is a matter of public record and its distribution
is not limited.

San Juan, Puerto Rico
December 19, 2003

@ A JM%/

The stamp number /94 2639 CPA JUAN A/FELICIANO CHARNECO
was affixed to the License No./1263
original of this report. pires December 1, 2004
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MUNICIPALITY OF MANATI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2003
A. Summary of Audit results
Fingncial §
Type of auditor’s issued: Qualified

Internal control over financial reporting:

Material weakness(es) identified? yes___X no
Reportable condition(s) identified not considered

to be material weaknesses? yes X  none reported
Noncompliance material to financial statements noted? yes _ X no

Federal Awards
Internal control over mayor programs:

Material weakness(es) identified? yves X no

Reportable condition(s) identified not

Considered to be material weaknesses? yes X none reported

Type of auditors report issued on compliance considered
For mayor programs: Ungqualified

Any audit findings disclosed that are required to be
Reported in accordance with Circular A-133,

Section .510(a) are reported on part C, of this schedule X ___yes no
Identification of M p
CFDA Numbers Name of Federal Program or Cluster
14-218 Community Development Block Grant
14-855 Section 8 — Voucher
14-248 Section 108 —Loan Guarantees
93-600 Head Start
Dollar threshold used to distinguish
Between type A and type B programs $300,000
|
Auditee qualified as low-risk auditee X ___ yes no i
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MUNICIPALITY OF MANATI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2003

B_Fj alS Findi
No matters were reported regarding reportable conditions, material
weaknesses, and instanceson non-compliance related to the financial statements

that are required to be reported in accordance with paragraph 5.18 through
5.20 of Governmental Auditing Standards.

C - Federal / | Findi i Questioned C
Federal Program Information
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MUNICIPALITY OF MANATI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2003

U.S. Department of Health and Human Services

Head Start (PA 22)

Pass-through Office of Children and Families Administration
CFDA No. 93-600

Grant No.. 02-CH-483-34-102

Year ended June 30, 2003

Ref.
No.  Finding/N i

2003-1 Statement of Condition and Criteria:

It was noted in my test of compliance that the Municipality is not
complying with the criteria established by Treasury Circular letter
1075. The Municipality financial management system.

To established procedures to minimize the time elapsing between the
Transfer of funds from the Office of the Administration for Children
and Families and the disbursements by the Municipality. It was
noted during my audit that Municipality held cash balances over
$5,000 for periods longer than 3 days.

Cause

The Municipality does not comply with the Circular 1075 of the
Department of Treasury of the United States.

Effect

The Municipality does not maintained an adequate procedures for
the Administration of cash that determine properly their needs.

\uditors R faii

The Municipality establishes adequate procedures in order to control
In a more effective manner the need of the federal funds used.

Municioality B

We concur with auditor’s recommendations. The Municipality will
evaluate the actual administrative procedures followed to establish a
procedure to minimize the time between the funds received and the
disbursements.
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MUNICIPALITY OF MANATI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2003

U.S. Department of Health and Human Services Child Care
Passed-through Office of Children and Families Administration
CFDA No. 93-575

Grant - CCC-07-M

Year ended June 30, 2003

Ref.

No.  Finding/Non-compliance Questioned
Cost
2003-2 Statement of Condition and Criteria: e

It was noted in my test of compliance that the Municipality is not -0-
Complying with the criteria established by Treasury Circular letter 1075.
The Municipality ’s financial management system.

To established procedures to minimize the time elapsing between the
Transfer of funds from the Office of the Administration for Children And
Families and the disbursements by the Municipality. It was noted during my
audit that Municipality held cash balances over $5,000 for periods longer
than 3 days.

Cause:

The Municipality does not comply with the Circular 1075 of the Department
of Treasury of the United States.

Effect:

The Municipality does not maintained and adequate procedures for The
administration of cash that determine properly their use needed.

suditor's B faioi

The Municipality establishes adequate procedures in order to control In a
more effective manner the need of the federal funds used.

Municipality R ]
We concur with auditor’s recommendations. The Municipality will evaluate

the actual administrative procedures followed to establish a procedure to
minimize the time between the funds revenue and the expenditures.
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MUNICIPALITY OF MANATI

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2003
(continued)

Department of Health and Human Services
Administration On Aging

Passed-through Governor Office for Human Development
Special Programs for the Aging

CFDA No. 93-044

Grant — Title III

Year Ended June 30, 2003

Ref,

2003-3 Statement of Condition and Criteria:

It was noted in my test of compliance that the municipality is not
complying with the criteria established by Treasury Circular
letter 1075. The Municipality financial management system.

To established procedures to minimize the time elapsing between
the transfer of funds from the Office Administration On Aging and
the disbursements by the Municipality. It was noted during my
audit that Municipality held cash balances over $5,000 for periods
longer than 3 days.

Cause;
The Municipality does not comply with the Circular 1075 of the
Department of Treasury of the United States.

Effect;
The Municipality does not maintain adequate procedures for the
Administration of cash that determine properly their use needed.

The Municipality establishes adequate procedures in order to
control in a more effective manner the need of the federal funds
used.

Municipality R .
We concur with auditor’s recommendations. The Municipality will
evaluate the actual administrative procedures followed to establish
procedures to minimize the time between the funds revenue and the
expenditure.

-45-
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MUNICIPALITY OF MANATI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2003

2002-Finding No. 1: U.S. Department of Health and Human Services
Head Start (PA 22)
CFDA No. 93-600
Year ended June 30, 2002

condition:
It was noted in my test of compliance that is the Municipality does
Treasury Circular letter 1075 establish not complying with the criteria.
The Municipalities financial management system.

To established procedures to minimize the time elapsing between the
transfer of funds from the Office of the Administration for Children and
Families and the disbursements by the Municipality. It was noted during
my audit that Municipality held cash balances over $5,000 for periods
longer than 3 days.

Recommendation:
The Municipality establishes adequate procedures in order to control in
a more effective manner the need of the federal funds used.

Current Status:

Finding reported again.
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MUNICIPALITY OF MANATI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2003

2002-Finding No. 2: Department of Health and Human Services
Child Care
CFDA No. 93-575
Year ended June 30, 2002

condition:
It was noted in my test of compliance that is the Municipality does
Treasury Circular letter 1075 establish not complying with the criteria.
The Municipalities financial Management system.

To established procedures to minimize the time elapsing between the
transfer of funds from the Office of the Community Planning and
Development and the disbursements by the Municipality. It was noted
during my audit that Municipality held cash balances over $5,000 for
periods longer than 3 days.

Recommendation:
The Municipality establishes adequate procedures in order to controlina
more effective manner the need of the federal funds used.

Current Status:
Finding reported again.
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MUNICIPALITY OF MANATI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2003

2002-Finding No. 3: Department of Health and Human Services
Administration for Children and Families
Special Program for the Aging
CFDA No. 93-044
Year ended June 30, 2002

Sondition:
It was noted in my test of compliance that is not complying with the
criteria established by Treasury Circular letter 1075. The Municipalities
financial management system.

To established procedures to minimize the time elapsing between the
transfer of funds from the Office of the Administration for Children and
Families and the disbursements by the Municipality. It was noted
during my audit that Municipality held cash balances over $5,000 for
periods longer than 3 days.

Recommendation:
The Municipality establishes adequate procedures in order to control in
amore effective manner the need of the federal funds used.

Current Status:
Finding reported again.

-48-



MUNICIPALITY OF MANATI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2003

2002-Finding No. 4: U.S. Department of Health and Human Services
Special Program for the Aging
CFDA No.93-044
Grant — Title III
Year ended June 30, 2002

condition:
It was noted in my test of compliance that is the Municipality does
complying with the criteria established by Standards of Financial
Management Systems, Sub-part C, Section 21, b.

Recommendation:
The Municipality must establish adequate procedures in order to control in a more
effective manner the need of the federal funds used.

Current Status:
Finding was corrected.

-49-



MUNICIPALITY OF MANATI
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2003

2002-Finding No. 5: U.S. Department of Housing Development
SBGP-2001
CFDA No.14-218
Year ended June 30, 2002

! ;gndilj Qn .

It was noted in my test of compliance that is the Municipality does
Treasury Circular letter 1075 establish not complying with the criteria.
The Municipalities financial management system.

To established procedures to minimize the time elapsing between the
transfer of funds from the Office of the Administration for Children and
Families and the disbursements by the Municipality. It was noted during

my audit that Municipality held cash balances over $5,000 for periods
longer than 3 days.

Recommendation:

The Municipality establishes adequate procedures in order to control in a more
effective manner the need of the federal funds used.

Current Status:

Finding reported again.

-50-



& JLE S _ CORRECTIVEACTIONPLAN = .- = <
2" B R ot YEAR ENDED JUNE 30,2003 .""

| - : C <N . ' . (continged) - - o ki
g B . - o . : = X Anticipated
i ~ REF: “FINDING/CORRECTIVE ACTION : % 1 Completion.
L ’ PLANNED!PERSDN R_ESFONS[BLE- . ') Date
»2003-181mm_uf_09n¢m9n LR S PO L |
The Head Start Program cash balance over $5, 000 "~ Onorbefore 1 -
' =f0r pcnods longer than 3 days ] N end of 2003-04
i - ~ ' s ) 4 ’ o g fiscal yeay ,
i ¥y ' ggmn iﬁ 1&Qt‘m Elmumﬂi . ; = o 3 s
i The. .Head Start Administration will evaluate " o S i Nath s i
d o implement adequate procedures to control and -use in an P N :
. ".#.  effective manner, federal funds: ! ’ 2 5 28
' N . " ~ ; ' :, A 1 _\/ _ ]
" ]] : A ) Cut g . . i ? o
= R o G ik " ro ST e
,- e 8 S Sandraécasno Vazquez, Fmance Dn'ector B e & y. A
e " . 2
+ 2003- 25}3@1&&&9@&@ e (2 1
I" ’ - ' o » x ) o
. Thb Child CarcProgram cash balance : . \ ° 'On or before 'f }.
: ‘over $5, 000 for periods longer than 3 days i " + end 0f"2003-04
. * L g fiscal year
: i ' ' " ! .- i )l > Y + ) | i {( ) I ! X ’:' “ b ‘
3 Lo T : g +
Ry o The - Mnmclpahty estabhshed ndetluatg prooedures 40, - 2 les
contml and use in an qﬁ‘cctwc nmmicr, fcdcml funds R Mgy ‘
-~ 1 ! 3 e x o i ¥ I.' __" '-', " . " . 1‘
- » . Sangra Ogasio Vizquez] Finance Director , n :
X . . .ul 3 s ] o 4% > J , 2 | | ,\'
g = .' B - o ',' Ny ¢ y i . f = _5‘1' ‘- . 7. * : . { j ,.\
| 10°CALLE QUIRONES, MANATI, PUERTO RICO 00674 <TEL. (767) 854-2024 EXT. 2214, 2215 ~FAX 864:1600 !

2 ' ~ 2 24 v



CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30, 2003
(continued)

REF: FINDING/CORRECTIVE ACTION
PLANNED/PERSON RESPONSIBLE:

2003- 3 Statement of Condition:
The Special Program for the Aging,

Title III cash balance over $5,000 for periods
longer than 3 days.

The Municipality established adequate procedures, to
control and use in an effective manner, Federal funds.

Person responsible:

Sandra Ocasio Vazquez, Finance Director
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INTERNET REPORT ID: 114675 2/13/04 OMB No. 0348-0057
U.S. DEPT. OF COMM.- Econ. and Stat. Admin.- U.S. CENSUS BUR
sﬂc_;;r amﬂ:-SlGC o 3G SCTING AS COLLECTNG mmg}i’

" Data Collection Form for Reganing dn
AUDITS OF STATES, LOCAL GOVERNMENTS, AN

for Fiscal Year Ending Dates

OFFICE OF MANAGEMENT AND BUDGET

NON-PROFIT ORGANIZATIONS
On or After January 1, 2001

) Complete this form, as required by OMB Circular A—13§, *Audits

of States, Local Governments, and Non-Profit Organizations.”

Federal Audit Clearinghouse
1201 E. 10th Street
Jeffersonville, IN 47132

GENERAL INFORMATION (To be completed by auditee, except for Item 7)

1. Fiscal period ending date for this submission

2. Type of Circular A-133 audit

Menth  Day  Year  Fiscal Period End Dates Must
06 / 30 /2003  Be On or After January 1, 2001 1 Single audit 2 [3 Program-specific audit
3. Audit period covered ; : : FEDERAL 1 4 E:ate_recﬁived by Federal
1[X] Annual a[J Other - _ Months ggggl?\ll\ll-ﬂ‘:’iﬁﬂ'f Cranngnouss
2 [ -Biennial S okl : :
F-_ EmP'f’Y'ﬂf |dentification Number (EIN) ':_ b. Are multiple EINs covered in this report? 10 Yes 2 No -

6/6(0]4/3(3)|4|8|6

a. Auditee EIN -

(Complete

If Part I, Item 5b = "Yes," complete Part I, Item 5¢c

the continuation sheet on Page 4)

6. AUDITEE INFORMATION -

| 7. AUDITOR INFORMATION (To be completed by auditor),

a, Auditee name a. Auditor name
“ |MUNICIPALITY OF MANAT] |JUAN A. FELICIANO CHARNECO
‘| b. Auditee address (Number and street) | b. Auditor address (Number and street)
10 CALLE QUINONES ~|SAN LUIS 151
City City
MANATI ARECIBO
State State ZIP + 4
PR - Z!P+‘C°d3006?4‘ PR + Codeuos12_
c. Auditee contact c. Auditor contact
Name Name
SANDRA OCASIO VAZOUEZ JUAN A, FELICIANO CHARNECO
Title Title
EINANCE DIRECYOR - HEERTIFED PUBLIC ACCOUNTANT
d. Auditee contact telephone .| d. Auditor contact telephona
(787 ) 854 — 2024 | (787) 879 — 4433
0. Auditee contact FAX (Optional) .| e. Auditor contact FAX (Optional)
(787) 854 — 1600 (787 ) 880 — 1402
“| §. Auditee contact E-mail (Optional) - | . Auditor contact E-mail (Optional)

_g. AUDITEE CERTIFICATION STATEMENT ~Thisis
“ to certify that, to the best of my knowledge and
belief, the auditee has: (1) engaged an auditor to ok
.. perform an audit in accordance with the provisions of -.
- OMB Circular A-133 for the period described in Part |,
- Items 1 and 3; (2) the auditor has completed such - - °
audit and presented a signed audit report which
states that the audit was conducted in accordance
. ~with the provisions of the Circular; and, (3] the
information included in Parts |, Il, and Ill of this data
collection form is accurate and complete. | declare
that the foregoing is true and correct.

* Sigpature of certifyin official

Date
. : by } Month Day Year
Cusdg i (koo 77737 164
_Printed NameTitle of certifyirg official

\_ Sanra M- (casio

- 8- AUDITOR STATEMENT - The data elements and " -
. information included in this form are limited to those
~prescribed by OMB Circular A-133..The information -
+ " Included in Parts Il and Ill of the form, except for
. Partlll, Items 8, 9, and 10, was transferred from the
- -auditor’'s report(s) for the period described in Part|, -
Items 1 and 3, and is not a substituts for such
reports. The auditor has not performed any auditing
procedures since the date of the auditor’s report{s). A
copy of the reporting package required by OMB - ' .
Circular A-133, which includes the complete auditor's
report(s), is available in its entirety from the auditce
at the address provided in Pait 1 of this form. As
1equired by OMB Circular A-133, the information in
Parts Il and Il of this form was entered in this form
by the auditor based on information included in the -
r_epomn? package. The auditor has not performed =
any additional auditing procedures inconnection with
the completion of this form, S N

Dite

Day Year

gnau.g of
ey 3/ 104

(it Month )
/

(




i
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INTERNET REPORT ID: 114675 2/13/04 EIN: [_
PAI'-ITI GENERAL INFORMATION - Continued . : ke

8. Did the audltee expend more than $25,000,000 in Federal awards during the fiscal year? (Mark (X) one box)
1 Yes - Identify Cognizant Agency in Part |, Item 9 - 2[& No - SKIP to Part i, Item 1

9. Indicate which Federal awarding agency provided the predominant amount of direct funding in fiscal year 2000
(Mark (X) one box) However, if cognizance has been reassigned, see instructions.

02 Agency for International  81[J Energy 1 [0 Housing and Urban ~ 70 Natlonal Science
Development g6 1 Environmental Protection Development Foundation

10 Agriculture Agency 15 [J Interior 20[J Transportation

11 Commerce 8al] Federal Emergency 16 [J Justice 3 Other - Specify:

1200 Defense Management Agency w0 Labor

a4 [ Edtcation * g3[0 Health and Human Services

PART ] "'_ FINANCIAL STATEMENTS (To be completed by auditor)
‘1. Type of auditreport = (Mark (X) one box)

1[0 Unqualified opinion 2 (X Dual:f‘ed opinion ' a[] Adverse opinion 4[] Disclaimer of cpiﬁion A%
2. Isa "going con;;r;;' explanatory paragraph included in the audit report? . ~10ves 2@ No }
3. Is a reportable condition disclosed? = * i : A7 7 10 Yes 12X No < SKIP o ltem 5
4. s any reportable condition reported as a material weakness? . 10ves 20No -
'B.lsa matenai noncompliance disclosed? . L sTE et Mves =3 K No. et

2 \ FEDERAL PROGRAMS (7o bo completed by auditor)
1 Typa af audlt report on major program comphance S - . Haiea g Ty
- 1[X Unqualified opinion 2 [0 Qualified opinion 3] Advarsa 0pinion : a[] Disclaimer of opinion = '

2. Does the auditor’s report include a statement that the auditee’s financial statements
include departments, agencies, or other organizational units expending greater than
$300,000 in Federal awards that have separate A-133 audits which ara not ancludad

i this audit? (CPA SOP 93-3 chapler 10 _ CaRyes 20INo .=
3. Whaf is the dollar threshold to distinguish Tvpb A aﬁd Type B prograrﬁs? (5_5F '.520(bj.l . _30400‘! i
4. Did the auditee qualify as a low-risk auditee? (§__-.530) A 1X yes 2 00No
6. Is a reportable condition disclosed for any major program? (§ ___ .510(a)(1)) = ~ 10ves 2INo - SKIP.to Item 7
G. ls any roportable condition rt::pmlud as a ratorial weakness? (6§ __ .610(a)(1)) 1[0VYes 200N
“7.. Are any known questioned costs reported? (8 __:.510(a)3)or (4) * . = . 10Yes 2ENo - :
8. Was a Summary Schedule of Prior Audit Findings prepared? (§.°:315(b)) - "~ -~ 1 Yes -200No. 1%
9. Indicate which Federal agencylies) have current year audit findings related to direct funding or prior audit flndsngs
. shown in the Summary Schedule of Prior Audit Fmdungs related to direct funding. (Mark {Xj]aﬂ thatapp!y or Nons)
C02 El Agency for International 83[] Federal Emergency 43[] National Aeronautics and - 96 (] 'Social Sacurm,r
- Development . Management Agency Space Administration - Admlmstrangn L
10 OJ Agriculture . as[] General Services~ - 8a[] National Archives and 13 [J State _
23|:| Appalachian Regional Administration . -+ Records Administration 20X Transpo rtatnun
- Commission 93[X] Health and Human Services 0s ] National Endowment for 210 Treasury =«
+.11 0 Commerce : 14X} Housing and Urban _ the Arts AR o Stafe;
94 ] Corporation for National Development - os [ ol E;y:gowmem for Information Agency
and Community Service 03[ Institute for Musaum ¥ = R o sV Affai
5 ViDaranse Services .+ : 410 National Science ; “Braﬂs aws »
14 _ sl biniar st ety * Foundation 000 None - 3
84 ] Education 7l
1610 Justice Sl 070 Office of National Drug - D Other Specify: -
81 [J Energy = e .~ Control Policy
g6 [J Environmental - 17U Labor “ ©  sa[] Small Business
Protection Agency oal’] Legal 'iewsces Cnrp Administration
Each agency identified is required to receive a copy of the reporting package. 3
" In addition, one copy each of the reporting package is required for: : AR St
_-ethe Federal Audit Clearinghouse archives .. . evevetvrerions e G R T e X
~'.wand, if not marked above, the cognizant agsncv {if identified in Part 1, ltem9) .......... @ £
\ ‘Count total number of boxes marked above and submit this number of reporting packages . D : 7 /

Page 2 FORM SF-SAC (3-20-2001)
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AN '_Special tests and provisions

EIN: 6 6| 0] 4 314 |8 |6
INTERNET REPORT ID: 114675 2/13/04 v
G U [ FEDERAL PROGRAMS - Continued. (Page3-#1of1) 3 - \
10. FEDERAL AWARDS EXPENDED DURING FISCAL YEAR ' ' AL 3 11. AUDIT FINDINGS'
CFDA Number Research : ; Erok R |- M s e :
(al and * Name of Federal - _Amount .| Direct |- Major J:f.,:ﬂ?:::e A‘:gf'ig:‘irg
l;e;eral A . deveiotp- ;. . program -expended . award:: | ;program requirement(s)® number(s)¥
ency Extension men - 2 ' .
Profix 1! : (b} (c) (d) le) (f {a) {b)
: 1 10Yes 1@Yes | 1B Yes| O N/A
1,4 "l .B55 2 No ' |secTion & voucHer $ 1,022,383 .00/ z0ONo | 20 No
Lo 10Yes 1BYes [ 1RlYes | O g
114 ,.218 2L XINO | coMMUNITY DEVELOPMENT BLOCK GRANT $ 1,337,022 .00/ 2L0No | 2[dNo
T . .
: i 1 [ Yes | 1®VYes [ 1B Yes | O NIA
‘1_1 4 I .248 2XI No |secTioN 108 LOAN GUARANTEES $ 691,182 .00| 2 O No 2 No
L} 10Yes 1@Yes | 100Yes | O NIA
114 : 221 2 No |upac $ 217,858 .00| 20No | 2ZINo
o 10 Yes 1MYes | 10Yes | © [N/A
2 | 0 .500 220 NO  |FEDERAL TRANSIT ADMINISTRATION $ 46,588 .00| 200No. | z[XINo
s 10 Yes 10Yes | 1OYes | © [N/A
1 ! 6 !.771 2XI NO |oFFICE OF COMMUNITY ORIENTED POLIGING SERVICES b 7,265 .00 2B No | 2 No
i N 10 Yes 100Yes | 1XIYes | C 20031
9 | 3 |.600 2 No |uEAD START $ 4,400,664 .00| 2D No | 200 No
‘ : 1[JVYes 10Yes | 1EYes | C 2003-2
9 : 3 ,.575 2 No |[cHib care $ 441,202 00| 200 No | 200No
il
0 10Yes 1MYes | 10Yes | € 2003-3
9 13 !.044 2DdNo [spPeciaL PROGRAM FOR THE AGING $ 85,247 .00| 200No | 2XINo
: : 10 Yes 10OYes | 10 Yes
o 20 No $ .00] 200No | 20 No
G IF ADDITIONAL LINES ARE NEEDED, PLEASE PHOTOCOPY
TOTAL FEDERAL AWARDS EXPENDED o $ & 00 THIS PAGE, ATTACH ADDITIONAL PAGES TO THE FORM.
: 249,502 . AND SEE INSTRUCTIONS
" See Appendix 1 of instructions for valid Federal Agency two-digit prefixes. :
:Or other identifying number when the Catalog of Federal Domestic Assistance (CFDA) number s not available, (See Instructions)
Enter the letter(s) of all type(s) of compliance requirement(s) that Iy t dit findi i.e., B A -
material weaknesses), qu&stloned costs, fraud, and othe? it:rnsare;g?t;d TI:;B; § :f.!g?o{‘l:" rré%g?‘t%na?g?g%%hrgggg;bllgrg;?:go A aeeing
A. Activities allowed or ur!aII?wed W Equiprn_ent and real property management K. Resl property acquisition and 0. None
B. Allowable costs/cost principles .1~ G. Matching, level of effort, earmarking . relocation assistance P. Oth
+  C. Cash management | . “H. Period of availability of Federal funds- L. Reporting b 2 1-“
: ;- D. Davis - Bacon Act . ‘L Procurement and suspension and debarment =~ . M. Subrecipient monitoring
- ooy~ E. Eligibility ¢ <07 J.  Program income RN B ey sty
\ 4 N/A for NONE ¥ Fehdiat oD




