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MUNICIPALITY OF MANATi
MANAGEMENT's DISCUSSION AND ANALYSIS

FINAI{CIAL HIGHLIGHTS

The Net assets of the Municipality Govemmeut exceeded its liabilities at the close of the
curent fiscal year by $38,486,746 net assets.

Revenues we.€ $5.5 million less than last year, while expenses were $ I7l,418 less tlan
last year as reporled in t-he Statemeors ofAcdvities.

The actual reveaues were $2,522,425 and the expendihrcs were $2,413,868 less creating
aa excess of $108,557 under the revenues in the Budgetary Schedule mainly duc to
r.rnfavorable vadances in rcvenues.

As June 30, 2010 the Muoicipality's General Fund (the primary operating fund) repofted
a fund balance (deficit) of$12,851,856, an increase of$470,851 in comparisoa with the
prior year.

Loans pri[cipal payEents werc $1,925,266 during fiscal year 2009-10.

The Municipality governmeot fund repofied combined ending fund balances of $12.6
million in the eccompanfng statement of reverues, expelditulEs and chadges in flmd
balances.

> The MLrnicipality has repo(ed undesignated tund balance deticit for the gercral fimd
amouotioe ($12,851,856).

New Requiremeats for the Financisl Reporfitrg

The new approach on the preparatiotr of the Mu[icipality's fiDancial statements emphasizes on a
govemment wide (consolidated) view of its financial oporatioDs.

Nevertheless major individual futrds are presented and evaluated in all of its details.
Simulta[eous impleme atior of both of ihese perspectives allows user to address relevant
questions about municipality's performanc€ and provides a basis for comparisons and evaluation
ofse ices quality.

Because of the implementatioo of these new rEporting standards, much of the information will
not be easily cohparable with prior yea-r data. However, in furure years, compadsons will be
more meaningful ard will provide a better understanding ofthe municipality's firancia.l position
and results of its operatioBs.
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MUNICIPALITY OF MANATi
MANAGEMENT' S DISCUSSION AND ANALYSIS

F i n a rci a l Stateme n ts Cor porrenls

The basic finatrcial statement consist of government wide financial statements, the majot
individual fimds financial statement, and notes to the financial statements that provides more
details.

Govemmenta.l-wide linancial statements - The governrnenr.wide financial starements which
begin on page 14 of this rcport are designed to provide reads with a broad overview of the
Municipality's {inances, in a manner similar to a privale-sector business. The govemment wide
statements provide short a.nd long term infomratio! about the municipality's status as a whole.

The Statement of Net Assets reports informatiotr of the municipality as a whole. Increase or
deqease of net assels may serve as ao indicator of whether municipality's financiat position is
implovillg or deterionting. Those statements include all assets and liabilities usiog the accrual
basis of accounting, which is simila. to the acoounting used by most private sector companies.
Accrual of the current year's revenues and expeDses sre takel into account rcgardless of when
cash is received or paid.

The stateme ofActivities is focused on both the grcss atrd net cost ofvarious activities, whiah
are supported by the Mudcipality's property tax, municipal licenses t&x and other revenues. It is
intended to su.nmarize ard simpli$, the user's arulysis of the costs of goveEment&l seryices.
The govemmental activities rcflect basic services, iocluding police, plblic works, solid waste
disposal, cornmunity servioes, add general administratiofl. Prope y tax, municipal liceise tax,
state and federai appropriatioN finaoce most ofthe services.

The Statement of Net Assets and the Statement of Activities, otr page 14-15, rcport the
Munioipality rlet assets alld changes in them, One can ana]yze ofthe Municipality's net assets, as

the difference between assets and liabilities, as one way to measlue tho Municipality's fiDatrcial
position. OveI time increase decreases in the Muicipality's net assets are one indicator of
whether its finencial health is improviog or deleriomting. However, other oon-financial facto$
should be colsidered, such as chaoges in the Mudcipality's proporty tax base, and the condition
of roads, to assess the ovemll health of the Mudcipality.

A ftmd is a grouping of related accounts that is used to maintain conhol over resouces that have
been segEgated for specific activities or objectives. The Major Govemmental Funds presentation
provides detailed information about tle most significant funds, llot the Munieipality as a who]e.
The Municipality uses frud accounting to ensue and demonstrate oompliange with filaacial
related legal requircment!. The Mudcipality's basic seNices are .eported in govenmental
funds, which focus on how money flows into and out of those funds and the balances lefl at year-
eDd that arc available for spending. These funds are reported usirg an accounting method called
modified accrual accounting, which measures cash and all other financial assets thst oatr rcadily
be converled to cash. The Goverfinental firnals statement provides a detailed short-terE view of
the Muiicipality ge[eml govemroental operatioos aEd the basic seryices it provides.

-3-
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MUMCIPALITY OT' MANATI
MANAGEMENT'S DISCUSSION AND ANALYSIS

Governmealal firds idormation help you detgimine whether thero arc more or fewer Iinancial
resouces that can be spend in the near futlre to finaoce Municipality's programs. We describe
the relationship between govemmental activities and govemmental funds in reconciliation
besides the fund Iinancial statements.

The notes provide additiooal information that is esseitial to a filll understanding of the data
provided in the govemnent-wide aDd fi.Ind financial statem€Dt,

Inlrastruclurc Assels

The Municipality implemerted the major model potioDs of OASB statemeot 34 during the
culrent fiscal year. Historically, the govermental larger group of assets have not beeD reported
nor deprecialed in goyemmental Iinancial statemelt. The new statement requircd fiat this asset
be valuated and reported wilhin the Govemmental column ofthe Govemmental Wide Stalement.
Additionally, the govemment must elect to either deprcciate these assets over theirs estimated
useflrl life or develop a system of assets management designated to maintain the service
dglivered potentia.lly to ngar parletuity. If the govemment develops the assets maragcrEcDt
system, which periodioally, by category, measues and demonstsate ils maintenance system,
which periodically, by category, measures and demonstate its maintenaoce oflocally established
level of services standards, the govemlnenl may rccord its cost of mainte[allce in lieu of
depreciation, The informatio. about the condition and maintenance of condition of the
govemment infiastructurc assets should assist financial statements userc in evaluating a local
govemment and its performance over time.

L]
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MUNICIPALITY OF MANATi
MANAGEMENT'S DISCUSSIOII AND ANALYSIS

Go,er,tment-fi4de Fihancial A altsis
Stnternenti of Ne, A$tets

The Statement of Net Assels reports infomation of the municipality as a whole. lncrease or
decrease of net assets may serve as ao indicator of whether municipality's flnancial position is
improving or deteriomtitrg. ln the case ofthe Municipality primary government assets exc€eded

liabiljties by $38,486,746 at the close ofthe recent fiscal yea! compared to $38,107,211 at end of
previous year, as restatgd alld showed in &€ following the condensed Statement ofNet Assets of
tlrc Primary Government,

Statemedts of Net Assets
As ofJutre 30,2010 ard 2009

s 30,736,929
$ 3,844,t62

732,t61

43,591.762

80
70
60
50
40
30
20
10

Components of Net Assets

curentand capitnlArsels Long-term otherliabilities NetA3sets

otherassels debt
o!tstanding

.2010 u 2009
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MI'NICIPAUTY OF MANATi
MANAGEMENT'S DISCUSSIOI{ AND ANAIYSIS

The decrease of $5.4 million in cune4t net asset was maidy due to decrease of cash aod
i[vestnenl by $20.4 afld increased of$13.1 by Cash widr fiscal agenl. Capital assets inBeased
by $3,844,762 pdncipally by additiom to oonstruction in progless of $6.8 million, at tlrc same
time qeated increased in the net investment in capital asset of S8.2 milliol and the Capital
Project Fuld decrease by $6.2 million.

Currcnt liabilities increase by 2 perce caused by ao increase of due to spocial revenue fruds.
Long-term liabilities decrease by $2.3 million.

Increase- (Decrease) Net in Capital Assets was as follo\vs:

June 30,20r0
s 12,292,100 t6% s 12,292,t00 )80/r s

Co.sEuctioD in prosess t5.379.350 22% 8.538.195 )3o/a 6,84r,155
Buildina and improvcmcnc. net 38,1s9,243 54yo 39,l lf,75l 59v" (974,508)

2,138,248 3% 2,397,143 4% (258,895)
1,r52.520 |,402,912 2rA (250,392)

2.201.459 30/a 2,443,943 (242.484')

TAel.Naf qiipitlil Asri!i_:i.-, - 71.322,92{ s 66.208.044 S 5.1t 4:8,

The let building improvements rcpresgnt 40 percent and 54 percent oftotal asset atrd ne1 capital
asset respectively. Constuction in progress reprcseEts 16 perc€Dt oftotal asset and 22 percent of
net capital asset. The inGease in Cons[uction in progress by $6.8 million when compare with
pior year, includes $4.4 million decrease in projects tom Bond Issued Fulds atrd $1.2 million
from in Special Revenue Funds.

II
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conrtlrdion in Euilding and ll}fraesrftnrc Equipment, ner

Proares inprovonpnls,nel

r 2010 e 2009
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MI'NICIPALITY OF MANATI
MANAGEMENT'S DISCUSSION AND ANALYSIS

Thefollot4thg relects the condensed Statements ofActilities ofthe Primary Goyerwfient:

Statements of Activities
For the year ended JuDe 30,2010 and 2009

Changes in Nel As$€ts

2010 2009
$ 36,132.84r $ 43,045,242 s (6,912.4011 -t6%

12.497.963 I1,087,151 1,410,812 t3%
48,630,80,1 54,132393 s (5,501,589)

Gomoial activiti* (47 ,420,505) (4't,591 ,921) t 7l,4l8 0%
. o$ires lnret <sa.:fE-:l:(r4bq s .:::iiatail-470:l I 1: -' :-ra330-tr.l

'Ihe Statement ofActivities reflects for fiscal year 2010, the net effect of revenues derived tom
several proglams plus current oporati[g revenues. Total revenues compared to the total expenses,
amounted to a decrease of $5.3 million itr the Municipality's net assets, due to a decreased iD
reveiues of 5.5 millio[ The prior year statement of activities was adjusled for the revenues of
Center of Diagoostic and Treatment "Dr. Cesar Rosa Febles" as Atenas Commuaity Health
Center (ACHC), lnc, because is not iucluded in curent year. Approximately 49 percent ofthe
Municipality's total revenues came from ta,\es, while 26 percenl resulted from Federal $ants and
20 perce resulted from Intergovernmental Rev€lues. The Municipality's expe[ses cover a

mnge ofseruices like health, public safety, sanitation, recleatior and sports, education, housing,
taasportation, welfare, constructjon atrd improvements. The largest expenses were for genera.l

gov€ooent, public works, education and training and cultue and recreation. With this analysis,
the readers have comparative information with the percontage of change in rcvenues and

exp€nses ftom prioi year to curent year.

A brief revi€w of the Stetements of Aclivities of the Murioipality at Julle 30, 20 1 0, shows total
expenses iocu.red to afford the cost of all funotions and prcgrams rLrounted to $34,922,542.
Upon examining the souces of reveoues for the financing ofthe programs, the Statement reflects
that the following; $14,232 ftom charges for services, $6,868,633 ftom opsating gants ard
contributions; and $5,615,098 fioft capital gaats and contributions obtained fiom other sources.

Gonera.l revenues for the year amounted to $36,132,841. There was a change in net esset

$1,210,299 that represents 3 percert of total rcvenues and a decrcase of 81 percefi whetr
compared with prior year. Expemes dec.eased by $171,418 or less than I percent when comparc
with prior year.

II
.l
,]
.l
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MuNrcrpALITy or rvrareti
MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCUL ANALYS$ OF THE GOVERMENTAL FUNDS
Thefollowing reJlects the con/lensed Bolahce Sheets ofthe Goyerk e tal Funds:

Govemmental Funds
Balance Sheets

June 30,2010 and 2009

il

li

,]

:l

t.
L]

20r0 2009

$ 6,656.267 $ 2?.049.618 $ oo-t93-371)
i5,347,315 t3,074,878 515%
13,490,261 12.608,124 882,l]7

s t5,491,t63 $ 41130,219 t (6,436,3s6) -t501

Liabilili6 ed Fund Balan@

A@unts payable.nd due to
$ 16,412,200 s rJ,866,690 545,5t0 3%

6,408,0r3 6.872.232 (464.11 -1rt
22,820,2ti $ 81,291 a'/,

r2.671,650 t9,t9t,297 (6.511,647" -34%

The Fund Financial Statement is another impoltarrt component of the Mwdcipality's fmarcial
statements. A fuod is a gouping of related accounts is us€d to maintain accountability and

controls over economic resources of the Municipality that have been segregated for specific
aotivities. The Municipal fund type of accouoting is llsed to demonshate costpliaoce with related
l€gal requirements. Informatio[ offored thru this Statement is limited to the Municipality most
sigtrificant funds and is particularly relaled to the local govemment only instead of the

govenuneot as a whole. Govemment funds are used to account for essentially the same fi.mctions

as those reported as govemoental activities.

During the year 2010 the Mudcipality had $15.3 rnillion for cash restdcted and iooreased in
accounts receivable of 7oZ compared with pdor yeaJ. Accounts payable wqre increased by

$545,510. Defered revenues decreased by $464,219, The Fuod Bala$ces decrcased by $6.5

million due to an increase in the Capital outlays by $6.9 million.

-8-
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.I uauAGEMENT,s DlscussroN AND ANALysIs

'] St temeoh or Revenues, Exp€oditure,i aDd Changes in tr'und Balancqj
I Year Ended June 30, 2010 and 2009
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2010 2009

$ 10.846.626 $ 8.85t.t67 $ r.995.459 23'4
VolumeofbEinqs t3x '7,947.96t 7.829,110 I18,851
InrerRo!emnental rcvenue 9,698,26t 14.?13,1E6 (t.014.925) -34%

12,483;13). t1,048,295 1,435136 t3%
4,744,668 3,112,032 972.636 26Ya

2.909,557 7,918,603 (5.009.046) "630/.

Liabilines ud Fuld BalMce

$ 26.618.318 g 22.168.373 $ 4,449,945 20r."

3,551.437 4311.466 1153,629 17Yo

2,960,613 3,088,569 127,956
3,t76,',l66 4,657,602 r.480.836 -)2%
6,899,764 4.345.667 2,554,097 5gyo

Bonds. DrilciDalatrd intcBr 3.452,052 3,a39,727 o41,675.,
Edumtion @d trainins 1,350,724 6,a99,4',12 451,256 1%

443.9t2 41,057 llyo

Exces of revtuues (expenditur.s)
Over expflditures (revenus) $ (s.829.843) s 4,418,005 $ (r0,24?,E48)

The most significant changes of this statement were as follows:

. Rcvetrues Aom prcperty tax iDoreased by $2 million due to increase in property tax in the

amount collected. The decrease in Intergovemmental revenue of $5 million was the

result of the ftnds in prior year received from Central Goverunent of Puerto Rico.

Revenue ftom voluEe business tax declaration werc incleased by $118,851 by fuIds
received when compare with prior year,

. Total expenditures were increase by approximately $4.7 millior fbr liuds received from
Central Governmed of ?uerto Rico. The Capital outlays expense inqeased $2.6 million
when compared with the prior year. Salaries expense decreased by $2.3 million and

General Covernrnent expelse iacreased by $4.4 million. All other expenses increased by

$1.7 million.

I

I

-9-
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MI'NICIPALITY OF MANATi
MANAGEMENT'S DISCUSSION AND ANALYSTS

Economic Fsctors and Next Y€ar Budget

The Municipality is a political legal entiry with full legislative and adminrsEauve 
poters tl

every area of municipar sovem,ent. wirh ie#:Lrr:it'ii#lii i.*", p"":li]:N 'i:fl"ffilft
ildependent from tle ientral govemmental of Puerto Rrco lll^ llli""".Irrir" p"*rajla
comprises Ore executive and legislative branches. The Mayor exerclses IoE (^E'* -

tr," tigi.futir" po*", ty the M;icipal Legislatwe, which has 16 members'

The Muniolpality provides a tull range of seryices irctuding public -"'lT*"T1':$::
safery, pubiic LJusing, uealtl, communitv developmeni, "utt""' 

r4t"altl'.l
admiristrarive services. The rta*i"ipa;,iil''p.iilipilli'*it 'i "*'1'1^5 

prope{v taxes'

municipal license Laxes, contributions by the srare governmenl and tederal grd'-

Il;"ffi*iffilxl"lr #,'lli;f*,l'"ft 'H""'flx-"ffii]"*#:1"'fl:I''x%;:J":substantially duiing the most recent years

The Municipality has conshuotion projects in plocess for the benefits of the citizons that include

the following:

' Houslng for low income families at a c-ost of$500'000
. Muttlpt"e Service Center in Bo. Palo Alto at a cost of$307' 000'

. Pub[; Libla]y in Bo. cantito at a cod of $325'000

. La esperanza bddge.

t he Municipaliry has futule projects in developmenr lhat include the fotlowing:- 
r

' Multipre servic€ c"n 
", 

io .ulnro'il"'p#'I ;H:fi;;d:;; and i; Pugnado at a cost

of S179,000.

' Sculptural Fountair at a cost of$879,000'
. NewConvention Cent€r at a cost of$5,000,000'
. Irnprovemgnt to the Atenas Pessao. ii a cost $500.000.

' Acquisition aod improvement of ;"e;;ri";;Jtii""* ut 
" "ttt 

tf $1'000'000'

-10-
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MI'MCIPALITY OF MANATI
RTCONCILIATION OF THD STATEMENT OF REVEI{I'ES,

E'PENDITI'RES, AND CHANGES IN I'I'!ID EALAITCES OF
GOVERNIIEIiITAL TUNDS TO TIIE STATEMEIiIT OF ACTIVITIES

YEAR EITDED JUNE 30, 2O1O

I Net change in fund balance - total govemmeotal funds

Amounls reported for govemmental activities in the statement ofactivities

- I are different because:

i I Govermental funds report capital oudays as expenditures However,
I i in the statement ofactivities the cost ofthose assets is allocated

,- over the estimated useful Iiv€s and reported as depteciation expense''l t*nditues for ca?ilal assets

5 (6,s17,641)

Lessl cufent year depr€ciation

6,899,764
(1,784,888)

5,114,876

The issua[ce ofloDg{erm debt (e g., boods,leases) provides ourcnt

financial resowoes to govemEental futlds, while the rcpayment ofthe

plincipal of long-tem debt colsuo9s the curretrt filancial resor.rces

of governmental funds. Neither trausaction, however, has any effect

on I!9t assets.

Prircipal pafnents | 
'925 '266

Bond issued expenditutes 687,804
2,613,070

Chauge iu nel qssets of governmental activities UU@-

See notes to financial statements'
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MVMCIPALITY OT MANATI, PUERTO RICO
BUDGEf,ARY COIIPARISIOT ACSEDI'LE - GEr{ER,AL FI,ND (BUDGET BA8IS)

FOR TITE FIACAI, YEAR EIfDED .'IITE 30, 2O1O

BEYENg!&

Municipal Iio€nse bx
Inlergovclmental revenues

Lic6ses, pemit! od linca

R€trI ofpropenies

Municipal ds,elopmenl ffrnd

Other finecial source

EIEEIPTroBES:

Ceneral eov€rnmenl

Healdl

Cuhure and rec'€ation

Other Expenditur6
Transfe. to debl service

953,255
7,947,961

3,,100,300

t,0t2,2E3
286,985

636,650

913,639
5n,9)8

8,307,438

s 24,036,429

$ 12,090,60r

2,960,613

3,557,437

3)76,766
1,864,682

368,814

t26,013

953,255 $

8,200,000

3,404,526

1y'20,000

493.442
700,000

3,163,800

500,000

$ t2,344,423 S

3,236.626

4,316,330

),69',1,554

z,3o'7,038

4E3,9ll

953,255

8,200,000

3,404,526
t,420,000

493,0E2

700,000

3J63,800
500,000

t4258,632
3,005.053

1,569,0r2
x,279,450
t,903,017

370,740

s u,r44946

s t108557)

(252.039)

14,226)
(q7,111)
(205,091)

(63,350)

(2,390,r6r)

r7.918

743,247

$ (2.522,425)

2,r68,03r
44,444

11,575

t02,684

38,335

t,926
46,811

$ 2113,868

at08.557r

'1,524,191 7,524,191

s 26.558.854 5 25J58.E54

t72,950 172,950

s 16558.854 t 26558354

Excess ofrevenues over (uoder) qpenditurcs

Explearion of difr€Enc.6:

Sources.4rfl o*$ of resourcB:

Aolual mounls Oudgeorl bssis) "avBjlable for ,lpropriation" aom the

budgelary comparhon schedule

Differcnces - budgei to GAAI:
Tmsfers lrom o*rer funds &e idows ofbrdEctarv resourc€s but are not

r€venu$ for finarcial rcPo ing purpos€s.

Revenuc leponed for budget purpose only

Toul rcvenuq as reponed on the sfalement ofrevenu€, expenditut 
' 

and cheg.s in fund balafta!

UseYoutfl ow of lesouices

Actual a ounE (budgelary basis) "lotal chotges to apPrcpdations" fiom the

bud8pi!.y compariso! schedule

Differ€nces - budger to CAAPI
Non budgeaed expenditu€s

Olher cxpenditue nol for Snancial rcpodna
Totll .xpendttrrer rs rePoft.d otr the stn!.n.nt of..v.!ue, expcDdltuG

,!d.hing. itr fotrd bahn.A

See noles !o budgeBy comparison $iedule

s 24,036,429

(595.603)

$ 21.440.826

s 24,144,986

{231,327)
(r26,055)

_q___?li!!,!!a
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MUNICIPALITY OF MANATI, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JIJIIE 30, 20lo

GENEML ORGANIZATION

The Municipality of Manall (The Municipality) was fourded in 1881. The govemmental
system ofthe Municipality is composed of the executive aDd legislative bodies. The Mayor is tle
Chief Executive Officer and is elected every four yea6 in the general electiolrs of Puello Rico.

TIe legislative body consists of fourteeo (16) assembl).men also elected in the general elections

of Puerto Rico for a four-year period.

The Municipality provides seryices such as: health, public safety, sa:ritation, recreation and

sports, education, housing, transportatioD, welfare, colsffuction aDavo! improvements of
highways and streets, and other general and administrative services.

The financial statements of the Municipality have been prepared in conformity wirh generally

accepted accoutrthg principles (GAAP) as applicable to govemmental entities. The

Govqnrnental Accountiog Standards Boad (GASB) is the primary standad-settiog body for
establishing govemmental accountiog aod filatrcial reporting priociples. The CASB periodically

updates its existing Governmental Accounting and Financial Reporting Standards, which along

with slbsequeot GASB Pronounc€ment (Stalements and Interpetations), constitute GAAP for
govemmealal unitr. A summary of the Municipality's signiflcaDt accomting policies

consistently applied irl the preparalion of the accampaDfng basic financial statements follows:

SUMMARY OF SIGMFICANT ACCOTINTING POLICIES

a' Beps4i!c-E4!!I

The Mulicipality's financial statements include the operations of all departments and

separate legal entities for which the Municipality is financially accountable o! fo! which

exclusion would leave the flnancial statements misleading or incomplete.

In June 1999, the GASB issugd Statement No. 34 ,asic Financial Slatements and

Management Discuision qd Analyis for State and Local Goternments. This statement

establishes new financial reporting requirements for state ard looal govemmerfs. lt Equir€s

uew information and restructures mucho ofthe infomatiol that governm€trts have reported in
t]le past. Comparability with reports issued in pdor years is affeded, In June 2001, the GASB
issued Statemeot No. 37 Basic Financial Stalements and Mahagement Discussion akd

Analysis for State and Locsl Gowmhebrs Omlrirw which in part ad&essed the Management

Discrlssion arld Analysis (MD&A) requirements, Prograh Revenue Classifications ard Major
Fu[d crite a requtements in the reporting model in Statement No 34.

The Muoioipality implemented this Standard for the fiscal year ended June 30,2003.

tl
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MUNICIPALITY OF MANATi, PIJERTO RICO
NOTES TO FINANCIAL STATEMEIYTS

JrJttE 30, 2010

1. SUMMARY OF SIGNIECANT ACCOIJNTING POLICIES (continuatioo)

b. FimDcial ReDortine EtrtitY

The accompaoying basic financial statelreds iDclude all departine[ts, agencigs and muBicipal

entiti€s that: (1) are r.lrlder the legal and administrative contol of the Mayor, ard (2) whose

funds are under the legal gustody aDd contol of the Mu ctpality's Director of FiDance, 0s

prescribed by Law No. 8l of August 30, 1991, as amended, VJrovn as the Autonomo s

Mt licipalities Act of the Co monwealth of Puerto nico Thg MuDicipality'! management

has co;siderod all potential component units fo rfiich i1 may the fiaancially accountable aad

other legally separate organizations for which the nature and signilicance of their rclatiooship

with tnJ Municipality may be such that exolusion of theil finatrcial statemeDts from those of
the Munioipatity rrould oause the MuDicipality's basic finaocial statements to be xoisleading

or incomplete according to GASB Statemenl No. \4, - The Finqncial Repofiing Entity (GASB

The basic, but not the only cdterion for including a poteotial component unit withh the

relorting eatity is if elected officisls of a pdorry government are financially accoDntable for

tli entity. financial acaountability gxists if the pdmary govemmental appoints a voting

riajority of the entity's goveming body, and if either oae of the following conditions exist:

thJprimary govemment-oao impose its will on the other entity or the poiential exists for the

otl". 
"otity 

-to (1) provide specific financial benefits to or (2) impose specific finarcial

burdens on the-prirnary gor".*"nt. A second criterion used io evaluating potential

componet units ii if the niture and significance of the reLatiomhip.betweenlhe entity ald a

prim'ary govemmental are such that to exclude the entity from financial reporting eotity would

iender't6 financial statemeots misleading or iaoomplete. USGAAP details two methods of

Fesentation: blending the financial data oftlrc componetrt ulit's balances and tansactions in

a manner similar to the presentation of the Municipality's balauces and transactious or

discrete presentation of the cooponent urit's finarcial data itr columIls sepffate fiom the

Municipality's balances and transactions,

The Municipality management detemined as a comPonent uoit the operations of Center of
Diaglostic and Treatniut "Dr. CCsar Rosa Febles" as Atenas Community Health CeIrler

1AdHC), Inc, because ofthe finarcial interdependercy, ability to designate manageEent aDd

it 
" 

utifty to .i6nca"tly influence operations demonshated by the Mu'icipality The Health

Center ft;ds bJcomes from private and mutricipal donations aDd thc rent of the facilities

The Center of Diagnostic ard Trcatrnetrl "Dr. Cesar Ros6 Febles" as Atems Community

Health Center (Acifq, Inc elected the provision of Section l0l (7) of the Puerto Rico

Income Tax Law for Don-prcfit organizalion aod all of their let revenues ale exempt from

payment of income taxes.

-21-
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MUMCIPALITY OF MANATI, PUERTO RICO
NOTES TO ENANCIAL STATEMENTS

JUI{E 30, 2010

SUMMARY OF SIGNIflCAIYT ACCOUNTING POLICIES (coDtinultion)

c, B{sic Fiprncirl Strtements-GAsB Statepent No. 34

The basic finarcial statements ioalude both govemment-wide and fund fioaacial statemeds.
While the previous model eophasized fuid t ?es (the total of all firnds of a padioular rwe),
in the new r€portiog model the focus is on major individual firds (within the fund finarcial
stetements). Both the goverrutrent-wide and firnd financial statement5 categotize activities as
govemmental activilies. In the govemment-wide Statemerf of Net Arsets the govemmental
activities (a) are presented oo a consolidated basis in ooe column, and (b) are r€flected, on s
full acorual, economic resource basis, whicir incorporates long-term assets and receivables as
well as long-tertr debt ard obligations.

The Goverinent-wide Statement of Activities reflects both the gross and net cost per
flrnctional category. The Statemed of Activities rcduces gross expeNes (including
dep€ciatioD) by related operating glants and contributions. Ths operaling gants itrclude
operating-specifi c gla.ots.

This goveroment-wide focus is mole otr the sustailability of the Municipality as a.D eotity
and the change in a8gregate economic positiol resulting ftom the activities of the fiscal
peliod.

The flmd financial statements arc, in substance, very similar to the finaucial statemeDts

Eesented io lhe Eevious model. Emphasis here is on the major funds io the governmental
category. Non-major firnds are aggregated itrto a single colurnn.

The govemmental funds finaocial statements are present€d on a current finanoial resoulce
measurement focus and modilied accrual basis of accounring. This is the manner in which
these firnds are mrmally budgeted. This presentatioir is deemed most approp ate to (a)

deEonstrate legal aad covenaDt compliancg (b) demolstrate the souces and use of liquid
resources, and (c) deEoDstrate how the Municipality actual experience codorms to the
budget or fiscal plan. Since the goyemmeEtal fund stalements are presented on a different
measlrremenl foous and basis of accounting than the govemment-wide statement a

rpconciliation is plesented on the fund statemetrt, which briefly explains the adjushnents
necessary to tsansfolm the fund based financial statements into the goveome al column of
the governmeit-wide presentatioo.

-22-
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MI'NICIPALITY OT MANATi, PT]ERTO RICO
NOTES TO FINA.I\CIAL STATEMENTS

JUNE 30,2010

1. SUMMARY OF SIGMFICAM ACCOUNTING POLICIES (cotrtinuation)

d. Basis of Presentatiop

The new model as defined irl StateEent No. 34 edablishes criteria (perceotage of the assets,

liabilities, reveuues or experditureVexpenses of either flmd category or the govemmental alld
e erprise combioed) for the detemination or major flIrds. Th€ Municipality rgports the
followittg major funds on Fu[d Floancial Siat€Erentr:

Major Funds

General Fund - Nwoys a major ftnd. The geoeml fund is the oain operating fltnd of the
Municip.lity. It is used to account for all fimncia.l resources excepl those required to be
accounted for in another funds.

HUD Prog"ams Fund - This fimd accormts for revenues sources for tte developmeot of
viable lrban communities, decent housiog suitable living eDviroDmenl, rcnial assistarce io
help very low-income families afford decent, safe and sardtary housing by encouragiog

Foperty owners to rehabilitate substatrdard housing and lease the urits with rental subsidies
to low iocome families.

Bond lssue Fund -Bord issue funds are used to account for the proceeds of specific revenue
sourcgs that are legally restricted to expetrditw€s for speoified purloses.

Debt Sen'ice Fund - Debt seryioo firnd is used to acc4unt fot the accurnulation of resowces

for, ard the payment of, general long-term debt plincipal alld interest.

Head Sta - Prosra Fundr - The special revenue flmd ofHead Start is a major fund used by
the Municipalify to ac.ouot for reveoues derived tom the gra tlBt is legally resnicted by
outside panies for use oI! speciflc purpose. The uses and limitations of thi$ revenue f.md are

specified by muoicipal ordinances offederal and stale statugs.

HowEver, resources restricted to expetrditure for purposes nomally finaoced from the general

fund are reported in the Municipality's general f.rnd Fovided that all applicable lcgal
r€4uirements are appropriately satisfied. h this case, a special rcve[ue fi.md to account for
such kitrd oftransactions will be used only if legally maodated,

Othet Funds lnon mat'ot findi - Special revenue funds arc used to accouot for the proceeds

of speoific revenues sources thar ale Iegally restdcted to expenditures for specified pu4,oses.

C8pital projects fund is used to account foI the financial resources for tIe acqlisition of
personal prcpgrty and/or coDstuclion of major imprcvemeds, which are not f,nanced by
otlet funds.
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MUMCIPALITY OF MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JrJ]\IE 30, 20010

SUMMARY OF SIGIYIFICANT ACCOIJNTING POLICIES (cotrtiDuation)

o. Bssis of Accoutrtins

the ar4ounts of the Munlcipality are orgarized on the basis of fuds, oach of whioh is

coflsidered to bg a separate arcounting entity. The Mutricipality has created various t,?es of
flrads. Each fund is aoooufed for by a separais set of self-balanciog accounts, which include

its assets, liabilities, fund balaDces, and revenues and expenditures/expemes, as applicable

The individual funds accouDts for the govemdental resouces allocated to the MuDicipslity
for the purpose of carrying oo specific activities ilr accoldalce with larrs' rcgulations, or other

rutrictioas.

Measuremert Focus, Basis ofAccouDtitrg and Fintncial Statement Pre$trtatiotr

Govern rent-wide Frhancidl Statements - The Soveometrt wide financial stateDents are

rcponed using the accrual basis of accounti[g. Rovenues ale recorded when earned and

expemes are recorded at the time liabilities are hcured, regardless of when the related cash

flows take plaoe. Non exchange transactions, in whictr the Municipdity gives (o1 receives)

value with;rt directly rcc€iving (or giving) equal value in exchange, include grants Revenue

from grants is reoognized iu the fiscal year in which all eligibility requlrcments have been

satisfied.

. Governmental Funds Financial Statefient - Goverrunental funds are lEported using the

Gtfioandul ,"so*"es measurement focus and the modihed accrual basis of accounting

Under this method, teveoues are rcoogdztd whgn measurable and available' "Available"

means collectible wilhin the orEont period oi 90 days after the end ofthe Period to use them

to pay liabilities of the cunent period. Miscellaoeous revenues afe recorded when collected'

Revenues collected in advance oftle Iiscal year to which th€y apply are recorded as defened

rcve[ues aod recogDized as leve[Iugs in the year to which they apply Expenditures are

generally recognized when the related fund liability is incurred. General capital ssset

acquisitions are reported as expeoditures h govemEental flrnds.

Goverhmentql Futd Troes / Govemmentol Activities - Govemmental flrflds are t]rcse though

*ht"h .*t g*""*"ra fuoctions of the Muoicipslity are filsnced The acquisilio& use'

and balanc€iof the Muricipelityts expendable financial resouces and the Iglated liabilities

ale accounted for through go-vellmental funds. Tho measulement focus is upoa dgtgrminatiotr

of changes in financial position, rather than upon net income deterrnin&tiotr'

Licenses and permits, charges for semces, hues and forfeits and miscellaneous revetrues

(except iovestrBent eamiogsJ arc rccorded as revenues when received lnvestBent eamings

(interesq are recorded as €smed since they arc measurable an available

TI

LJ
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MUMCIPALITY Otr MANAT1 PUERTO RJCO
NOTES TO F]NANCIAL STATEMENTS

JUNE 30,2010

SUMMARY Or SIGMTICANT ACCOIINTING POLICIES (Continuation)

f. EncuEbrutrces

Govgnlneotal funds employ elloumbmncos aocounting. Under the ercumbrance system, all
pruchase orders, cootsacts and other commitinents for the expeDditu& of flrtrds are recorded

in onder lo reseive that portioo of the applicable appropriation. UEder generalty accepted

accounting principles, encumbmnces outstanding at yea!-eod are reported as reservationa of
iud ba.lances and they constitute neither expeflditues, nor liabilities Encumtnances

constitute the equivalent of expeaditures for budgetary purposes only, aod accordingly, are

reported with expgnditures in all budgetary basis slatemelts.

g. BudsetarY Control

Tbe Muntcipality follows the following procedures, which are in accordaoce with the

municipal law; in establishing the annual bndget as leflected in the basic flnancia.l statements.

(1) On or plior to may 15, the Mayor submits to the Municipal Assembly a proposed budgel

for the fiscal year commencing the following July lst. The proposed budget includes

esliEated expenditures and their financing sources
(2) The budget dooument is available for public inspection prior to its appoval by the

Municipal Assembly.
(3) Prior to July ls! the annual budget is legally enacted thmugh passage of the aonual

apprc?riation ordinaoce.
(4) Subse4uent to the enactEeDt of the anoual appropriatiou odimnce, the Municipal

Assembly has &e authority to make rccessary adjusunents to the blrdget.

The budget is prepared following the modified accruat basis of accounting except fol the

encu$bBnces, &s described below:

The actual results of opemtiors, Fesented in the Statemgnt of Revenues, Expenditures and

Changes iD Fund Balances-Budget aod Actual-General Fund, are reflected io conformity with

the budgetary acrcounting of the Municipality for a better compadson with the budget

information.

Amendments to the budge! and budgetary transfers rglated to persoflal expenditures. require

the approval of the Municipal Assembly Non-capital encumbmnces lapse at the end of the

next iical year. During the fiscal year, the Municipality do not increased its original budgel of
the General Fund BalaDce.

:25-
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MUMCIPALITY OF MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JLrNE 30, 2010

SUMMARY OF SIGITIFICANT ACCOI]NTING POLICmS (Cotrtinuation)

g, Budsetarv Cotrtrol

Since the budgetary basis differs from g@erally aclepted apcounting principles (CAAP),
actual amounts for the general fimd and debt servica fund itr the ecaompaalng Statertrent of
Revenues aud Expenditures-Budget and Actual are prcsented otr the budgetary basis 10

enhaDce comparability. The principal diffelences ate as follows:

(1) Enoumbmnces are recolded as expenditurcs under the budgetary basis and as
reservations of flrIrd balance unde! the GAAP basis.

(2) The property tax advances arc presented as revenue iD the budgetary ba.sis and as other
fina.ocing souces in rhe GAAP basis,

(3) The Municipality rcceives oertai[ revenues as contdbutions ftoll goverunefial entities,
legislative and private pa.rties, whioh a.e not included therein !o! are the lclated
exletrditures.

(4) Certain debt issuance to acquirc perso[al property is Eflected in the gonelal fimd altd is
rcshicted for that pupose.

The Municipality has not legally adopted a budget for the Head Start special rEvenue and
capital prcjects fulds. Accordingly, it has not Fesented an annual comparison ofbudgot aDd

aotual for these major fuads.

Leqal Compliance

tuticle 7.003, Law No. 8l of August 31, 1991, amended require that Mayor p.ovide to
Municipal Legislature an aonual balanced budge indicating: l) intercst, arnortiz3tiol and
retiremeut public debt, 2) statutory obligatiois, 3) judicial claim! palments, 4) atry amount to
cover prior ycam deficit, 5) contract commitrtreots atrd operatioaal expenditures. For afiruol
inteiest aud priDcipal debt amodizadon, CRIM provides annual estimated resources that will
be obtain of additional special propeity tfi (municipal) collections. The Mutricipality's
managemeot shows budgetary financial staterncnts in gercral and debt servic€ firnds in
compliaDce with stete law aad which are based h anDual aotivity. The legal level ofbudgetary
cotrhol is at the individual departrnent level for geneml tund (Mayor and Legislature fiDds)
expenditures, and annual principal and interest due for debt service firnd.

,-l
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MIJNICIPALITY OT MANATi, PUERTO RICO
NOTES TO FINANCIAL STATTMENTS

Jt t\E 30,2010

h. Deoosits

Substantially all cash balances are coDmiDgled in a general checking account and seveml

special purpose bank accounls, except for cash and investments lesficted by law. Each fund

records its equity irlt9rest in the pooled cash balance. The available cash balaace in the

general checking account beyond immediate needs is invested in interest-beadng deposits.

Generally, cash is deposited in interesFbearing ballk accounts. lNestmellt eanings are

q€dited to the Espective fimd.

i lysslgrig!

The gercral ftrnd puctrases are for office and printing supplies, gasoline, oil, medicines and

othei irems. The cost of puchases is recordcd as gxpenditures and the inventory is not

recorded in the basis financial statemetts since amouot is iDsigDificant.

gspiBf4$9!c

Fund Financial Statements

Th€ capital assets acquired are recorded as expgtrditues at gost in the govemmental funds'

Govnmen Wde Financial Stulefienls

Puichased capital assets ar€ recorded at cost, Donated capital assets are recorded at their

estimated fairvalue at the tiEe they are received by the Mutricipslity erd are capitalized in

the Statement of Net Ass€ts, Major renewals and betterment are capitalized: leplaceme[t,

mailtenanc€ and repairs, which do not ioProve or exte[d the life ofthe respectrve assets, ale

charged to operatiols.

Depreciation is provided ovq the estimated useful life of the respective assets ou straight-

line basis.

ElSduSCjIg!!!"ti94C

The Munjcipality has $e types oftransactions:

a. Opemting Transfers - Legally required tansferi that ale reported when incuned as

"Opemting tramfer-in' by the rccipient fund and as "Ope@ti4 transfer-out" by the

disbursing fiud.

t:
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MUIVCIPALITY OT MANATi, PTIERTO RICO
NOTES TO TINA}ICIAL STATEMEIYTS

JUNE 30,2010

1. SUMMARY OF SIGMTICANT ACCOUNTING POLICIES (ContiDuatiou)

l. Vacrtion and Sick Leave ond Other Comoensated Absenc€s

Municipal employees arc grElted 30 days of vacation and l8 days ofsick leove annually.
Vacation leave Dray be acgumulated up to a Eaximum of 60 days and sick leave up to a
maximum of 90 days. In the event of employee resignation, the employee is paid for
accumulet€d vacation days up to the maximum allowed, Separation ftom emplolment pdor
to use of all or part of the sick leave teminates all rights for compeDsatior! except for
employees with ten yeals or mo!€ of service who ar€ entitled to sick leave pay 10 the
maximum allowed. The Municipality is requited to pay excess sick leave over 90 days on or
before March 3l of the acomulated excess ot December 31, of prior year. Employees'
maximum allowed accuinulated vacation, with the employer's share of pa;toll taxes, is
accounted for in tie Statement ofNet Assets.

!r. h!.clc!.sg

The Mudcipality has insurance ooverage for its public facilities and equipmeot, p.imarily to
provide protection io case of disaster and other losses. AIso, principal omcials of the
Muuicipality are covered under vaxious sruety botrds. The Seqetary of the Departrnent of the
Treasury of the Commonwealth of Puedo Rico is the designated agercy to obtain the
trecessary iDsurzmoe coverage for th€ Muoicipality.

tr. Bc!Es!cC-4$sE

Inve s t m e nt s and C er t if i c a t e s

Certain proceeds ofthe Munigipality revenue bonds as well as oertain resources set aside for
their repafnent are classified as restricted assets on the balance sheet because their use is
limited by applicable bond covenants. The "revenue bond" maintenance account is used to
report those rental proceeds that are restrict€d for use in maintenance of the properties. The
'tevenue bond fi.ud account" is used to segregale resources accumulated for debt service
paymefis over tle next twelve months. The "Debt Servioe Aooount" is used to repolt
lesouces set aside to make up potential futule deficiencies in the "revenue bond frmd
account".

Cashwithfrscol ase t

The cash with fiscal agent pertai[ing to the debt service represents property tax collections
retained by the Governme[t Development Ba.nk for Puerto Rico and another financial
institution restricted for the paymeot of Municipa[ry's debt service (See Note 2) and unused
proceeds fiom bonds and notes issued prircipally for lhe acquisitiofl or construction of
pemanent improveheDts are accounted in the capital project fuod. In debt service fund are
unsepured alld collateralized, as no collateral is requircd by govemjnentai banks.
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i ! MI]NICIPALITY OF MANATI, PT'ERTO RICO

] NorES To FINA,\CIAL STATEMENTS
JUNE 30, 2010

rl
. ] I. SI'MMARY OF SIGIIIFICANT ACCOUNTING POLICIES (CODtiDUOtiON)

- o. Reservxtions of Furd Balance

Undesiglated - fi]ld balancc available for any purpose.

Reservations of firad bala[ce lepreseot portions of fund balances that arc Iegally segegate-d

for a specific future use or are not appropriable for exp€nditue. The Municipality has the

followiug reservotions of fiud balance:

Y Encumbrances - Represed fi$ure expenditues utrder purchase older' contraots aIId

other commitments. These oommitted amounts gercBlly will become liabilities in
futu.re periods as the goods or services arc teceived.

Y Debt Service - Represeds net sssets available to finance future debt service

payments.

> Capital Prciects -Reryesent net assets avallable to finance future capital outlays.

! Special Revenue Fund - RepreseDt net assets availablg to finalce specified outlays.

I Bond Issue Fund - RepreseDt net assets avsilablg to finarc€ sPecified outlays.

> Geoeral Fund- Represeot oet assets available not rrquired to be accounted in another

tuld.

) Special and Other Fund - Represent mainly resouces set aside for use in federal and

aiat" grunt progru-" acoounted for in the special revenue funds, and resources

available io the general ilnd for the payment of certain accormts payable and

commitments apploved by CDB'

p. Claims and Judsments

The estimated anourt ofthe liability for claims sodjudgmerts, which is due on deosrd, such

as Aom adjudicated or settled claims, is recorded in the general fund and iD the Slateme of
Net Assets.

q. Ue-s!-E$!s!sc
The prepamtiofl of financial statements in confomity with generally accepted accounting

pdnciplis requires managemetrt to ttrake estimates and assunptions that effect the reported

amounts of asies and liabilities aod disclosure of oontingent assets and liabilities at the date of
fhe finanoial statements 91Id thg rcPorted amounts of revenues and expenses during the

reporting period. Achral results could differ from those estiftates.

-29-
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MUNICIPALITY OF IT,T.IT,{A.Ii, PUENTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

SUMMARY OF SIGNIFICANT ACCOIJNTING POLICIES (Cotrrinuatiou)

r- Totrl* Column fMemorrndum Onlv) Covemmentsl Funds Statemetrl

The total data urder this colurm is presented only to facilitate linarcial analysis. Dala itr this

column do not prcsent financial position or results ofopemtiors in confomity with generally

accelted accounting principles. Such data is not comparable !o a consolidation, since

Intgrfund eliEilations have not been made.

PROPERTY TAXNS

The Municipal Revenue Collection Center (CRII\O of the Commonwealth of Puerto Rico is

responsible for the assessment ofall real a1ld persolal Plopelty located withitr the Municipalify
of Manrti and for the levy, administmtion aDd collection of the cofiesponding taxes.

The property tax is levied oach year on the assessed value of the prcperty at the begiming of the

calendar year. Asscssed values of rea.t propefy are established at the estimaled current value

existing in the rcar 1957 aIId of personal Property at the curent value at the date of the

assessmenl

Real property taxes are billed by the CRIM and are due in two equal iDstallroents in July 8nd

January iollowing the assessment date. Pgrsonal p@Perty taxes arc self-assessed ad are due in

May 15, when fte property tax retum is rcquired to be filed.

The tax rale per annum is 9,58% for real propeny aDd 7 58o2 for personal proPerty of which

3.83% sod 1.83%, respectivety, belorys to the Commonwealth ofPuerto Rico and 4.5% of both

percetrts belong to the Municipality. From the portion belonging to th€ Municipslity, 3%

represenrs the Municipality's basic rate, which is applopdated for gercral 
-pulposes 

and,

Grefore, accounted foi tt o"gl the geaeral fuod. The remaining pofiion belotrging to the

Municip;Ity of l.l%."pr"."ots th" ud'uulorem" ta,x wiftheld by the CRIM as fiscal agetrt, and

rest icted foi debt 
""rvici 

which is ac.counted for tbrough the debt service fund (See note l1)'
The Municipality has rcached the maximum statutory tax rate Limit for the basic tax wlile there

is no limitation lor rhe ad-valorem tax rate

Complete real property tax exemption is ganled by the Commoowealth of Puerto fuco on the

filst i15,000 of the assessed valuation of owuer occupied residential units. How€v€r, the

Municipatity re.ceives rhe fuIl amouot levied, except for residential units assessed at less than

$3,500,-on which a completo exemption is ganted. veteraN have additioual exemption from

taxes of$5,000 ofthe assissed value ofreal property. The DePartrBent of Trcasury instead ofthe

property t xpayer becomes the source ofpayme in these cases.

l
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MUNICIPAI,ITY OF MANATi, PUERTO RICO
NOITS TO FINANCIAL STATEMENTS

JUNE 30, 2010

2. PROPERTY TA)GS

Completg exgmptioo from personal taxes up to an assessment of g5O,OO0 is ganted to r€taileG
with an annual volume of net sales under 9150,000.

The CRIM rcports adnuaUy to the Municipality the estimated basic ptopelty tax aad the tax to be
used for the debt service, which will be collected in the liscal year, The basic tax is advanced to
the Municip.lity dudng such fiscal year. It is the pmctice to amortize these advances through
the subsequent collection by the CRIM ofthe basic tax Aom tie taxpayers.

The basic propefy tax advadces tom fhe CRIM are recorded in the general fiInd as other
financing souroes. As this tax is collected and reported by the CRIM, it is recorded in the general
fund as revenue. The prcperty tlx received Aom the Departrne of Treasury, which is related to
the exoneration granted by the CoEunonwealth of Puerto Rico is reflected as revenue in the
general firad.

Since the collection of property taxes from the taxpayers is uoder tbe administration of thg
CRM, the Muicipality lecognized as an expe[ditue the opemtional expenses allocated by the
CRM to the Municipality, which amoulted to $312,272 $'j,ng20l0.

The following is a summary ofthe property tax advances that resulted itl an Account Payable, for
the yeai ended June 30, 2010. The resulting payable prcsented as a crrrcnt asset in both financial
statemeBts, Govemment Wide and Fuod Financial Statements,

Deferred revenue:

*tThe modified accrual basis of accounting allows the use of 30 days of collection of Property
Taxes a.fter June 30,2010 to be used to pay liabilities ofthe curre period, as revenue ofthe period.

1l
Ll ortization tlrough collections ofp.opertytales by the 9,52t,6ts

07-01-09 -06-30-10
Advance received, 07-01-09 - 06-30-10 t0,tt7,2t

-31-
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MUNICIPALITY OF MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUIIE 30,2010

3. DEPOSITS

The Municipality's cash and investoteots at Juno 30, 2010, were entirely covered by the Fedeml

Depository InsuraDce Corporation by colla:eral provided by the barks and held by the

Departrnent ofthe Treasury pu$uant to applicable laws and regulations. Cash with fiscal agent is

maintained in i*erest-bearing accounts in the Govenment Development Ballk for Puedo Rico

and is collaterized by the Commonwealth of Puerto Rico.

Puerto Rico laws authorize govemmental eotities to invest io direct obligatioDs or obligatiols
guaranteed by the federal govemrnent or the Commonwealth of Puerto Rico. The Municiprlity
is also allowid ro invest in bank acceptances, othel bark obligations and oertilicates of deposit iD

fuancial institutions authorized to do business under lhe federal and Commonwealth laus

Duriry t}re year, the Municiprlity invested its funds in iderest'bearhg bank accounts, and

short-term certificates of deposit.

4. CONCf,NTRATION Otr' CRXDIT RISK

The Munlcipality Eairltains its cash account in locsl commercial banks' whose acoounts are

warranty by the irederal Deposit Insuarce Corporation (FDIC) up to $250,000 Deposits in

a*"".. of $zso,ooo are colliterized by the bar* securities to property safeguald such fimds'

Nevertheless, management believes that concenlration ofcredit risk is limited becanse balances

are deposited with high standiEg financial institutions

5. MUMCIPAL LICENSE TAXES

The volume of business tax is levied each yeal based on the prior year's gross reverues for all

commetcial 8rd indushial organizatioDs doing busioess Lr the Municipality and which are no1

iotally or partiaUy exempt frim this under the lodustrial lncentives Acts of Puerto Rico All

taxpayeE are requirod to 6le their dectarations by April 15 of each year'

The ta,x rates are as follow:
1% for financial iutitutions
for all other organizations 0.5%

Taxes are payable in two equal semiannual installmeEts on July I aod January 1 followiog the

levT date. Ii tirey are paid beaorc their maturity, the taxpayer is granted certain discounts'

-32-
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MUNICIPALITY OF MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JtnE 30,2010

MUNICIPAL LICENSE TAXES

The Municipality recogdzed as accounl receivable the amount estimated to be collected based

on ihe volume business tax declaretion during the next year that pertainilg to this year. (Net of
allowance for unoollectible). The defeued revenue of the general fund coltespond to the

busiDess tax levied receiv€d from the next fiscal year.

The minimum gross revenue to file the Volume of Business Tax Declaratioa is $5,000 and the

Einimum tax payable is $25. The dale ro file the Volume of Business Tsx Declaratioo is April
15. The Municipality $ants a 5% discount, if the taxes arc paid on or bcfore April 15.

Otherwise,50% of taxes payable must be paid within the frst 15 days of each semester

beginning with the firsr semester ending Decembet 31.

The Municipality rccognized ao accoult rcceivable for the estimated municipal license taxes to

be collected during the first two months of Dext year, but corresponding to current yfflr.
Municipal license taxes collected ptior to June 30, 2010 but pertaining to the next fiscal yea! are

rcaorded as defeEed revenues.

6. INTDRTIJI\D TRANSACTIONS

Due Fton/To Othet htn^ (Fund Financidl Statene t)

Interhrnd receivables and payables generally rcflect tempomry loans, billings for services

provided and iecovery of expetrditues. The balmces are as follows:

For the most part, the effect of interfund aotivity has been removed from the Statement ofNet
Assets (Govemment Wide FiBaocial Statement)-

,l
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MUNICIPALITY Oh MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

INTERGO1ERNMENTAL REVEI\IJES

Sources of intergovemmental revenue consist primarily of govertl]Eental p@yments fiom th€
Corrmonwealth of PuErto Rico and in 'lieu of tax" pal'menls from certaitr "quasipubliC'
corporatiors, such as the Pueto Rico Electdc Power Authority.

Grants aod subsidies received ftom the Coomonwealth of Puerto Rico include, among others, a
general subsidy for capital improvements. Almost all these iateEovemmeltal reveflues are

accoutrted for in thg general i.md.

DIJE TO GOWRNMENTAL ENTITIES

As of Juue 30, 2010 balances due to govemmeDlal entities of the gsneral fuDd consists of the

following:

1

.i

.l

Puerto fuco Water S
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MUNICIPALITY OF MANATi, PIJERTO RICO
NOTES TO FINANCIAL STATEMENTS

JTIIYE 30, 2010

CAPITAI ASSETS

Iiclude those charEes pusuant to the implementation of GASB StateBent No. 34, follows'

Land a[td consuuctiotr in progress are not subject to depteciation.

Capltal assets rctivity forthe yesr etriled June 30,2010 was a! follows!

Depreciation expense was cha.ged to fuoctions'progams ofthe Municipality as follo!r's:

Goveirmental activities:
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MI]MCIPALITY OF MANATi, PIJ'ERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2010

9. CAPITAL ASSETS

Government Wide Fiaaocirl StatemeDts

Capital assets pwchased are canied at historical costs. Contribuled assets are rtmrded at fail
value as of the date donated. Additioos, Improvements and other capital outlays that

significantly extend the use lirll life ofan asset arc capitalized. Oth€I costs incurred for repairs

arrd maintenance are expeusod as irculled. Depreciation on capital assets is calculat€d usiDg the

suaightJine method over the following estimatod usefirl lives:

4-10
l0
5

50
60

Irnprovemeots 20'40 $ 1

In ;dditior! the Mudoipality assigned a l0% residual value on most Capital Asses.

Fund Firrncial Stat€metrlg

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

GoverDmental Furd Finanoial Statements.

10. CHANGES IN GEMRAL LONG.TERM DEBT

Generul in Gefielal Lonq- Term Debt

The p ncipal long-terr! obligation ofthe Municipatity is obligation boDds issue to fmatrce pemEnert

improvemi.rt" und put"hases of equipment. The Mruicipality's loiu-temtdebt retirements are

appropriated and paid tom resources accumulatod in the debt se ice fund'

The following is a summary ofbonds ofthe Municipality ofManad for year ended June 30, 2010

Vehicles, Hearry Equipme[t
Fumitue ard Fixnre
Computer aDd Electrooio Equipmeot
Buildings
Inftastructure

$300
$300
$300
$1
$1

fl
.l
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*NE 30,2010

I f I. GENERAL IN LONG-'I-ERM DEET (ContiDurtior)

.- The annual requkements to amo ize all bonded debt oulstaDding as ofJune30,2010
I follow:.l

MUMCIPALITY OF MANATi, PUERTO RICO
NOTES TO NNANCIAL STATEMENTS

Descriptiotr
Balatrce
06-3G10

Due withtr
One Year

Serie 2000, $125,000 pa)able io anmal installrnens of$5,000i0
$5.000 until2024iwi& ing.* fiitciJls.ftot 2.7o/o to 7.glyo $ 75,000 $ s,000
Srie 1995, $1,005,000 patable in arurual inshllrnents of$20,000to
$95,000 until 2014; wifi in&rest ranging from 4.7% to 6.88% 410,000 70,000

&rio 1995, $300,000 papble in annusl insallnena of$20,000 to

$95.000 until 2014r widl intere$ ransins from 2.7% to 5% 130,000 20,000

Serie 2001, $ l,l 60,000 pa)6ble in annual i nstal lrnents ol $ 15,000 to

$100,000until 2026; wilh inbrcn ranging from 2.?7010 5.6% 995.000 30.000

Serie 1996, $1,500,000 palable in annual insblllners of$44,000 to

$117,000 until 2020; wi6 interest of5.25% 938,000 74.000

Serie 2005, $455,000 pa)sble in amual inshllrnents of$55,000 to

$75,000 until2012;widl i l€resf tulg.ins,frori. 4.17yo to 4.13o/o 215,000 70,000

Se e2005, $4,3 70,000 palable in Ennual inshllnents of$90,000 to

$300,000 until 2030; wi$ iniErEst mnging fiom 4.17%to 5.317o 3,980,000 I10,000

Serie2005, $405,000 pa)sble in annual instalh€ns of$50,000 to

$70,000 mtil 2012t wilh int$est ra$sins ftam 4.23% to 5,33% 195,000 60,000

&rie 2006, $ I ,075,000 pa)€ble in annual instal lrnenls of $ I 5,000 to

$85.000 until 20301 widr intere$ ra'lqins from L53% to 6.62% 1.000.000 25.000

&de 2006, $275,000 palablein annual installlnents of$5,000 to

$20.000 until 2030i witt interest ransinq ftom l.54y"to 6.62% 260.000 5,000

&rie 1998, $8,915,000 pa)€blo in annual irstallrnents ofS445,000 to

$540.000 until 2017r widl ink-rei ol6.62yo 4,285,000 535,000

Serje 1998 $2,650,000 payable in amual instrl lrnents of$40,000 to

$240,000 until 2022; widr int€rc$ rangilg from 4,87yo to 6.71y. 2,080,000 100,000

&rie 2000, $ l, 1 50,000 pa)€bl€ j n annual installrnenrs of $20,000 to

$105,000 until 2020; wilb intetes rsdryinq,lrom 2.7o/olo 7.81o/o 835,000 50,000

Sede 2007, $3,020,000 pa)able in arDual inslrllments ol$45,000 to

$250,000 until 2032; widr iotercst ranging film 1.53o/olo 7.25o/o 2,925,000 55,000

Serie2008, $145,000 palable in arurual inshltnenls of$15,000 to

S25,000 until 20I4i wilt i ntsrest ,ansin,I from I .53o/o b 1 s% 110.000 20,000

&rie 2008, $6,63 8,000 palabl e in arurual installrnents of $ I 01 ,1 00 to

$553.000 until 20321 with intercst ranains Aom 1 53% to'7 .25% 6.536.900 108.500

SUFTOTAL $ 24,969J00 s 1J37,500

il
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MUNICIPALITY OF MANATI, PUERTO R]CO
NOTES TO HNANCIAL STATEMENTS

JUNE 30, 2010

f f . GEMRAL IN LONG-TERM DEBT (CoDtiluatiotr)
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Description BalaIce
06-30-10

DuerYithin
One Yeir

Serie 2009, I,249,000 payBble in anrural i nstat lmenls of $ I 9,000 to $ l04,0OO
!flt il 2032; with inte€st lan gjngfrom I 53n/o to 7.25% $ 1,230,000 $ 20,400
S ri€ 200 l, 9t0,000 parable i n arnxal installments of g4to00 to g6 5,OOO

u:til2021; with interert rdry)ngflor 2iyo to 5.39o/o 560,000 45,000
S sie 2002, 2,51 5,000 lalable iD annual j rstal lrrEnB of $4 5,000 to $ I 8 0,000
u il 2026; with interEst lan E,ne ftorn 2:7a/. to 5,@/o 2,045,000 75,000
S sie 2002, 2,01 0,000 pr€ble in annual inst al Iments of $ I 0,000 to $ I 6 5,m0
ufltil 2026; with inteFst ranCjngfrcm 1 2SyotoT/o r,630,000 55,000
Serie 2m3, 785,000 palBble in aEallal instaliments of $90,000 ro $135,000
un il 20 l0; wirh intet€st mn gngf,Dm 4 .17yo to syo 135,000 13s.000
Saie 2004,320,000 pa)lblc in aolual inslallmcnts ofg5r00 to930,000 mtil
202 8; with iDtercst ransins f,orn 4.17n/o ta S.31Vr 285,000 I0.000
Serie 2m5, 3l &000 payEble in armual installm€ds of $5 3% to $9594 unri I
2025iwith i,:,.,f.ltstol27o 276,536 7.189
Serie 2005,381000 pa,"ble in amual inslallments of $30,000 to $50,000
until 2014 i witl ioteBt mn sjns. f$m 3 28o/o to 4.73o/r 220,000 ,10,000

S erie 200 5, 6?5,000 pa),able i n armual installments of S3 0,000 to $60,000
unt il 20 I9: wirh ioielEs t ran s.inq ftom 3 28'/o lo 4,'l3o/o 465,000 35,000
Seie 2m5, 64 5,000 palable i n arnual installments of S I 0,000 to $4 5,0 00

unt il 2029; with intecst mn glae fll!fi 4 J% to 5 .28o/o 575,000 15,000

S 6ie 200J, l,m 0,000 p6,Eble in anrual i nstal Imefla of $3 0,0 00 to $72,000
lntil 2025 I wi$ interest 4.5% E01,000 39,000
S €rie 200 7, 280,m 0 payable in amual installmeffs of $5,000 to S25,000 until
203 I ; with intercs t rangin s frcrn I 53o/o to 7 .5r/o 265,000 5.000
S€rie 2C07,620,000 payablein amual installmeDls of$70,000 ro $110,000
until 20 13; wilh interEs t l?n Pnc- from 1 53o/o ta'7.25yo 395,000 90.000
S qie 2001 l, 13 5,000 pa)"ble in annual i$tal lments of $l 5,000 to $95 r00
until 201I i with inierDst ran ,ins. ftofi L53o/o to 7 .25Yo 1,080,000 20,000
Sfrie 2007, 63 0,000 payBble i n amual installDents of $l 0,000 1o $5 5,000
urtil 203 I ; with intaEs t mn glng f$m 1 .53o/o to 7,25o/o 600,000 10.000

S erie 2008, 560,000 payable i n amual instsllments of $ I 3,00 0 to $3 7,000
urtil 2032: wilh iDtErcst 4, 13 % 520,000 15.000
Serie 2009, &532,000 pa,Bble in annual installiEnb of $ to $ mtil 2032; with

8.532.000 182,000

SUB"TOTAL $ 19,614J36 $ 798,s89
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MUNICIPALITY OT MANATi, PUERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUIYE 30,2O1O

It. GEIIERAL IN LONG-TERM DEBT (Continuation)

?he annual debt semice requirements fot the bohded debt oatstanding as June 30, 2010 arc as

follows:
Year EDdine Prhcipal Inter€st Total

2011 $ 2,143,351 $ r,961,653 $ 4,105,004

20t2 2,099.14r 2,484,804 4,583,945

20t3 2,t87,437 2,423,t02 4,610,539

2014 2,29t,137 4,444,276

2015 2,120,348 2,174,617 4,294,965

Subsequent years 33,881,620 18,581,682 52,463,302

tl
The Muoicipality is requLed to limit the amount of general obligation debt to l0% of the total
assessment of property Iocated witlin the Mutricipality, for bonds 10 be repaid with the

Foceeds of propefy tax restdcted for debt services. Other obligations include compensated

absences; LIMS refinanoe debt, claims and j udgmeots.

12. DEBT SERVICE I'IJND

'Ihe revenues of the debt service fund adse from the additional property tax and are recognized
when collected and infonned by tle CRM. The CRM letains these collections for the paymeDt

ofprincipal and interest ofbonds and noies issued by the Municipality. lntercst income is for the
payment of interest or special obligations notes and property taxes arc for the debt service

requirements of the genera obligations bonds and lotes.

Pdncipal ad irfelest on these obligations are paid by the Govemment Developmeot BaDk for
Pue o Rico from funds obtained Aom the following:

Expenditues for the year 2009-2010 were as follows:

hincipal $ 1,925,266
Interest 1,526,186
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MUMCIPALIIY OT MAJ{ATI, PUERTO RICO
IIOTES TO I.rNttN3COrAL SIATEMENTS

13. RETIREMf,NT PLAN

Platr Desciiption

Regular employees of the Municipality contribute to a cost sharing multiple-employer defined
benefit retirement plaD, administered by the Employee' Retiremeot System ofthe Govemment
of Puerto Rico 8nd ils inskumentalities @RS). ERS covers all rcgular i.rll time publio
employees working for the central goveEuneot, public corporatioDs and the munioipalities of
Puerto Rico. The system proyides reth€ments pensions, death and disability benelits. RettemeDt
benefits depend u?on age at retirement and number of years of credited service. Disability
lEtirement benefits are available 10 membeB for occupadonal and non-ocaupatioml disabilities.
Benefit$ vest affer teo yeaf,s of plar1 participatioa. The system was created under Act 447,
approved on May 15, t951, "Retirement PensioDs, Disability and Death Benefia", as arnetrded,
and became effective or January l, 1952. ERS issues a publicly financial report that includes
finatrcial statemeots and required supplementary information ofthe PIan, r{dch may be obtahed
&oe the ERS at G.P.O. Box 42005, San Jusl1 Puerto Rico. 00940.

The annual retirement benefits for those regular firll-time employees hired on or before March
31, 1990 or those attaining permanent status beforc that date (Old Plaa) and for tlnse hired or
atiaidru permanent status on or affer April l, 1990 CNew Plan) are as follows:

OLD PLAN &AW 447)

i_

Elisibility

Age 55 and 30 years
Of sorvice

Under 55 ard 30 yea$
Of service

?epsioo Benefits

75% of average higbest oompensation
dudng any years of credited service

65% of average highes compensatioo
dudng any 3 years ofcredit service

Partiaipants iE the System who rctire prior to 30 yeals of credited service ar€ entitled to an
annual rctirement benefit equa.l !o i.5% of the highest compeosation in any 3 ye6rs of qedited
service for each year of seryice up to 20 years, and 2% for each year in excess of 20 years.

No benefit is payable ifthe participant receives a refuod of his accumulated contributions.

AdditioDal inlormatiotr of ERS is provided in lts fitranclal stateDents for the year etrded
JuEe 30, 2010 a copy of which catr be obtritred frorr the ERS, Minillas Statior, PO Bo!
42003, Sau Juan, PR 00940.
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MUMCIPALITY OF MANATI, PI'ERTO RICO
NOTF,S TO FINAITCIAL STATEMENTS

JUNE 30, 2O1O

13. RETIREMENT PLAN (Conrinuation)

NEW PLAN TREFORMA 2OOO)

Eligibilitv

Age 65 with 10 years

of service

Pension Benefits

I .5olo of avelage compensation during
the final 5 years of credited services

multiples by the numbe$ of yea$
credited service

For both plans, the employees arc vested when attaioing ten years of plan panicipation'

Disabiliry and death benefits are available with cetain limitations and all annuities in pay status

will be inueased every tlree years by 3% subjeot to the approval by the Legislature of Puerto

Rico.

Refoma 2000 is ; hybrid defined oonhibution Plan, also known as a cash balance ptan' Uoder

this new plaa, there will be a pool of pension assets, which will be invesM by ERS' togethet

with thosi of G curent defined beuefit plao. Benefits 41 rethemetrt age will not be guarante€d

bv the Commonwealth of Puedo Rico. The anDuity will be based on a fomrula which assumes

tliat each year the employee's co ribution (with a minimum of 8'275% ofthe employee's salary

upon to a maximum of i07o) will be iovested io an occount which will eiolel: (1) eam a IL\ed

rulte base-d on the two-year C;nstant Maturity Treasuy Note or, (2) eam rate equal to 75% oflhe

ietum of ttre pRS's investment portfolio (net ofmanagemeot fees), or (3) eam a!'mbination of

iotf, uit"-utlr"r. Participants will receive peliodic acgoulll statements similu to those of

defined contribution plans showing theL accrued balances' Disability pensioN will not be

granted under Reforma 2000. The employer's conribution (9 275% of the emptoyee's salary)

will be used to fund the ourent PlaD,

fundinq Policv

The Act 447, as amended, is the authority urder which obligations to con&ibute to the Pla! by

the Plan members, employer and other contributing entities are established or may be amended'

The required contributioni made by the Municipality werc based o! percentages established by

the Adrninistrator of the System. Such percentages were not based on actuadal studies as

required by gererally accepied accour ing piDciples. An actuarial com?utation.of the anjlual

coirtritution ippticutte to ti€ Municipality has not been !rcpared- Accordingly, the amounts by

which the act contributions differ &om the roquired actuarial contributions are not lmovn'
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MUNTCIPALITY OF MANATi, PUERTO RICO
NOTES TO FINAITCIAL STATEME TS

JUI{E 30, 20rO

13. RDTIREMENT PLAN (Coutinuation)

Contributiotr Reooiremcnts

The Municipality's totat pa,'roll fo! the fiscal year 2010 arnounted to apFoximately

$11,849,851. Cooroon wealth legislation requires employees to contribute 5.775% of goss

sala.ies up to $6,600 plus 8.715% of the gross salary fu excess of $6,600, Mutricipality is

required to coohibute 9.275% of gross salary annually during year 2009. Jvlunioipality is

r€quired ard actual coofibution under Act 447 and Refoma 2000 were $335'561 and $466,578

respectively.

Asll4dsrl&lsl$e4

As of Jutle 30,2009, the ERS has an unfttrded acorual liability of appoximately $17.1 bilion'
reprcserting a 9.7% firnding latio. This informttion is not available by each palticipating

govemrnent ageDcy or municipalities.

Net assets of the system coDsist principally of investments in stocks and bonds and loans to

participarts. The irojected unit credit actualia.l cost method was us€d for the actuadal

caloulation. Significaot assurnptions werc as follo*s:

a) Intercst rate
b) Salary inqeases
c) Pre-retircment Modality

7 .s%o aYeat
3,OYo yeat
For ceneral Employees and Mayo$, RP-2000
Employee Mortality Rates for males and females

projecled otr I genqalional basis usiog Scale AA.
For mer,rbers covered uoder Act 127, RP"2000

Employee Mofla.lity Rates with blue collar
adjustments for males and females, pojocted on a

generational basis usilg Scale AA.

Gender-specific moftality rates werc developed

based on a study ofplan's experience ftom 2003 to
2007. Sample rates shown below are as of2005
and erc thereafter prcjected on a gonerational basis

using Scale AA.

rl
i,

ii

-)

Post-retirement Health Mortality

Post-retirement Disebled Mortality RP 2000 Disabled Amuitant Motality Rates,

without projection.
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13. RXTIREMENT PLAN (Continuation)

Aciu&rirl Valuatiotr (Cotrtilued)

d) TerDinatior

e) Disability

Withdlawal rates vary by employee category.

Rates are based on t]rc six moffh elimination period

rales in the I 987 CoEmissioners Group Disability
Table, adjusted as set forth in the table below.
Rates of di$ability cease to apply once a member is

eligible for the 75% ofthe HiShesl salary maximum

benefit.

1 00% of disabilities oacurri4 while in active

service are assumed to be occupational for members

oovered under Act 127. For othe! members, 9elo of
disabilities occurriog while in active service arc

assumed to be occupational and 1 oyo 8re assumed to

be non-occupational.

Adjustnert to 1987 CGDT
Act Mernbers Covered uBd€r

A.ct 127
Other

Members

44'7 100% 't5%

1 100% '75%

2000 100% if more than 10 Years
froE retirement eligibility.

300% if at or past retirement
eligibility.

Inrerpolated ftom 100% to
300% in the 10 yean teading
rD to retirement eligibility.

75%
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MI'IUCIPALITY OT IIANATi, PIUERTO RICO
NOTES TO FINA.IiICIAL STATEMENTS

JUNE 30, 2O1O

13. RETIREMENT PLAN (Continuation)

Actu&rial Valuatior! (CoDtinued)

0 Retiremetrt Rates ofretirement vary by gmployment category,
Act, and by age ard years of Creditable Seryice.

Act 447 General Employees flncludes Getreral Hazardous EmDloyees)
Service Condition

Age l0 vears 30 Years
45 to 49 't0.0%

50 to 53 15.0

54 20.0

55 to 57 t0.0% 20.0

58 5.0% 10.0 20.0

59 to 64 10.0 15.0 ,no
65 to 69 15.0 15.0 20.0

70 100.0 100.0 100.0

,l

ii

Svstem 2000 General EmDloYees

Ase Non-hazardous Hazardous
60 to 66 15.0% 12.0%

67 100.0 100.0

Act 447 Police & Fire
Service Cotrdition

Ase 10 Years 25 years 30 years

45 to 48 t0.0%
49 15.0

50 '1.0% 15.0

51 to 56 15.0 20.0
57 20.0 30.0
58 2.5% 20.0 100.0

59 to 64 10.0 25.0
65 to 69 10.0 10.0

10 100.0 100.0
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MUMCTPALITY OF MANATi, PIUERTO RICO
NOTIS TO FINA.IICIAI STATEMENTS

JUNE 30, 2OlO

RETIR.EMENT PLAN (Continuation)

Actuarial Valuation (Continued)

System 2000 Police & Fire
Service Conditiou

Ase 10 yearu 25 years 30 yeaN

45 to 48 9.0%

49 13.5

50 6.3% l3.5
5l to 56 13.5 18.0

51 18.0 2"t,0

58 2.25% 18.0 27.0

59 to 64 9.0 22.5 2'1.0

65 to 69 9.0 27.0 31.5

70 r00.0 100.0 100.0

g) Proportion ofpartioipatrts with spouses 50% ofparticipa[ts assumed to be married at

.eti€ment, with females assumed to be foul
years younger than males,

h) Number ofemploy€es electiog high 15% of retiing employees assumed to pay

contributions
i) Cost-of-living adjushneots

rehoaotive c.ntlibutions at tetirement.
3% every third year

Accordingly, the pension expense fol fiscal year 2010 was approximately $802,139 that

reEesented 100% ofthe contributions required by funding policies of the Plan.

14. LONG TERM LIABILITIES

Como€nsated AlNetlcec

The liability for compensated absences was recolded in the Goverffneot-wide financial

statemeds, The balaoce consists of uDpaid, acoumulated altrual and sick leave balances. The

Iiability has been calculated using the vestiog method, in which sick leave arnounts for both

employees who curetrtly are eligible to receive termination payments and other employees who

axe expected 10 beeome eligibte in the futlue to receive such payments upon temination ale

included.

The changes io Compensated absences for the yeer ended June 30, 2010 are as follows:

Covernmental activity June 30, 2009 Net decrcase June 30, 2010
Due within
One year

CompeNated Absences s 2,557,744 $ 491,270 $2,066,414 s 412,127
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MUMCIPALITY OF MANATi, PIJERTO RICO
NOTES TO FINANCIAL STATEMENTS

JIJNE 30, 2010

15. LEASES

ODerutile Leases

The Municipdity has several short-term operating leas€ agieerne[ts covering some of the
Municipality's premises aIld equipment, Most of the age€ments are renewgd annually. Total
rental expenditures fol the year eEded June 30, 2010, were approxirnately $ 190,529 inciuded in
all tunds.

16. CLAIMS AND CONTINGENCIES

Continee cies
As pr Act No. 72 of September 7, I 993, "Act of the Health Insurance of pR Adminisfiation ,
(IIIA) should oegotiate with the mudcipalities a contributioo tom the operational budget for
the !]edical senices covered by the Health Care Reform. During this year the Municipality paid
$1,318,761to ASES.

On July l, 1997, therc was a amendment to Aot No. 72 in which it was established that the
balatrce due to HIA from October 1994 to June 30, 1997 will be eamed on the additional lottcry
games.

Federal Proera s
The Municipality participates in a number of federal fiDancial assistarce plogams. Although tle
Municipality's grad pro$ams bave been audited in accordance with the Fovisions ofthe Single
Audit Act of 1984, 8s amende4 these programs are still subject to financial and compliance
audits alld Esolution of previously identified questioned costs. These grants are also subject to
audit oD behalf of the graniors to asswe cotapliaDce rdth grant provisions. If expenditures axe
disallowed due to noncompliance with gant program requircments, th€ Muricipali8 may be
requhed to leimburse the grantor agetcy. Acoordingly, the Admhistration's compliance with
applicable grant requtements will be established at some flrture date. Nevertheless, lhe
Muoicipality's management expects the amouat of expenditures, which may be disallowed by
the granting agencies from such audits, to be iEmaterial.

Comptr o ller's Ofr ce Audit s
The Municipality of Manati, Puerto Rico, has been audited by the Comptroller's Office of the
Commonwealth of Puerto Rico. The Compholler's OlIice issued a finsl repot retated to the
finalcial operations of the Municipality before tlle period of ttre single audit. These audit repot
do not covgr any fiodings subse4ueltly disclosed to Municipality opemtioDs by the
Comptuoller's OfEce,

Judgmena aeainst the Muoicipalitv

The Municipality is a defe[dant in a nurnber of lawsuits arising principally ftom claims against
tle Mu cipality for alleged imploper actions. lt is management's opinion, based on the advice
ofthe legal counsel, *Iat there are no probable claims agaiDst the Municip{lity at June 30, 2010.
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MI'MCIPALITY OF MANATI, PIJERTO RICO
NOTES TO FINANCIAL STATEMENTS

JUNE 30,2010

U. MUNICIPAL SALES TAX

Pursuant to the provisions ofthe Law nuober 80 ofJuly 29, 2007 ard effective August l, 2007,
the citizenship contribution was uaiformly established in 1.5%, of which 1% will beioltected by
the Murdcipalities and the remaidry .5% will be collecred by the Treasury Depaltment of the
Commonwealth of Puerto Rico. Also, this Law unifolmed the use ofthe codribution of l.5oZ in
the following sctivities; solid r aste disposal costs, rccycle, public wod(s ard imptovelrerts,
health services and security selvices,

18. RESTATEMENT OF 2()O9 INANCIAL STATEMENTS

During the fiscal year ended June 30, 2010 the Mutricipality notes that certai! liabilities had
been overstated or uade$tated as well as otier differences releted with adjustments to capital
assets aIId reclassificatioD of ce(ain firnd balances. As a result, Net assets decreased by
$415,382, the Bond issued flrnd at June 30, 2009, as previously repoted, had been increased by
$164,771 and the fund balance of Head Start Programs increased by $111,210 at June 30, 2009,
as previously reported, the debt service fund increased by $1,688,066 and the HUD Furd
deqeased by $240,719.

I

I

rl
,l

t'

l

Bond Issued HUD Debt Hesd Start Net
Fund Ford Servic€ Progmms

Beginning balance at
June 30,2009 $ 16,899,936 $ 1,185,673 $ (1,072,664) s $ 37,691,829

Accounts Daltsble fiom
pdor yearcancelled t64,',7 71 1,688,066 1l r,210

Accounts Da\abl€ &om
(240,'t t9) (4r 5J82)

Besinnins balance. as

rcstated June 30,2009 s t1,064,107 $ 944,954 s 6rs,402 $ l1l,2l0 s 37.216,441
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J{,AN A. FDIJCIANO CIIARNECO
Certlfled Publlc Accountant

Urbasizaci6n MstleD
l5l Clll€ Miguel Sllss
Arecibo, PR 00612

Tet (787) 879-,1433

Fexr (787) 880-1402

REPORT ON INTERNAL CONTROL OVER IINAIIdAL RXPORTING AIID
COMPLIANCE AND OTEE,R MATTERII BASED ON AN AIJDIT OT FINANCIAL

STATEMENTS PE TORT{ED IN ACCORDANCE WTTE GOI'ERNMEIYT
AUDITING STAIIDAXS

To the Mayor and MuniciPal Council
Mudcipalily ofManad, Puerto Rico

I haye sudited the finarcial statements of the govenmental activities of Municipality of Manatl,

ioJo ni"o as of and for ttre yoar eoded June 30, 2010 and have issued my report thereoa dared

Oecember t0,2010 which uis urquatified. I corduqted my audit in accordance with auditiog

*t oA.a" g"noaty ac.ept€d in tlt United Stat6 of Amedca aad the stEodards applicable to

no*"iat niats 
""ittai"ea 

n Gover nent Audlting Standofis,isttdby the coEptroller GeoeEl of

the Uuited States.

Idemal Codrol over Fharlcial Reportinq
I" pl"-t"g -d p.'f"r-i.g my audit, I considercd Municipalig of Manad, htemal contol ovet

frnincid rfuorting as a basii for designing my auditirg procedures for the purpose of expressing my

opinions oo the 
-frnancial 

statqoe s, but trot for the purpose of exp-ressing atr o?inion otr the

eilectiveoess of the Mudoipality of Mamd intemal c'ootol ovet finaocial rcportitrg' Accordingly, I
do Ilot erpress an opilion on the effectiveness ofthe Municipality of MaDd, Puerto Rim's intemal

control over fitrancial repolting.

A conhol deficiency eists when the design or operation of a contol does lot sllow management or

employees, in the Doroal coruse of pedorming their sssigDed fiuctioDs, to preve or detect

rnisstaiements on a timely basis. A significant deficiercy ir a ootrtol deficiency, or combination of
c4ntrol deficieocies, that adversely effecrs the Municipality of Manafl Puerto fuco's ability to
initiate, au6orize, rccord, prog€ss or report firarcial dala reliably in sceordsnce with generally

accepted accoloting prirciples such tlut there is mole than & rclcote likelihood th€l a misstatement

ttre of tle Muqicipality of Manad, Puedo Rico's fiaancial stalerrelts that is morc than

i$oNequedial will not be Feveoted or detelted by the MuEicipality of Manati, Puerto Rico's

intEmal control. I consider the deficiencies described in the accordpauying scbedule of findings ad
questiooed costs to be sigoificant deficiencies in integral cootol over finencial reporting as ilem
20r0-03_
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A rnatelial weakness is a significant , or ootEbiDation of significstf deficiencies, that

results in more than a remote likelihood a material tnisstatement of the fioarcia.l statements will
not be preverM or detected by the ofManati, Puefig Rico's htem&l oottrol.

Mv coDsideiation of the intemal over fi.oaocial lepo ing was for the limited pwpose

descdbed in the fust paragraph of this and would not necessarily identify all deflciencies in
deficiencies and, ac-cordingly, would not rccessarilythe idernal control tIEt oight be

disclose all significad deficiercies that also co.sideled to be material wealoesses. Howevet I
believe that [one of the sigoificaot described above is a material weakness.

Compliaoce and otler Matte6
As lafi of obtaidng reasonEble about whether Mutdcipa.lity of Manad, Puerto Rico's

financial statements are free ofmaterial I perfo.med test of its compliaace with certain

provisions of laws, regulations, and gant agreeme s, noncolbpliatrce with which could
determiiation of financial statement amourts. Howevel,have a direct and mateiial effelt on

providing an opinion on coopliance those plovisioDs '!vas not art objective of my audit, and

acoordiugly, I do trot express such aq The results of our tests disclosed irstances of !o
complianc€ or other &atters thet are to be rcpofied urder Govemment Auditing Stardalds

schedule of fiudiags ald questioned costs as item

it
:]

'l

f

ald whioh ere described in the
2010.03.

I [oted cedai! matters that I reported to
sepaete letter dated December 16, 2010.

manage$ent of Municipality of Manal{, Puerto Rico h a

Mutfcipality of Maoall, Prcrto Rico's to the findiag identified in my audit is described in

the accompatryitrg schedule of findings questioned costs. I did oot audit Mwicipality ofManati,
Puefio Rico's rcsponse and, accordiagly, express no opinion on it,

The report is intelded solety fo! the and use of managemelt, Municipal Council and

federal awarding agencies aod pass- efltities aod is not intended to be and should not be used

by atryone other than these specified

Arccibo, Puerto Rico
Decenber 16,2010

The stamp mtmber 2541935
was ajfixed to the
odginal ofthis report

.)

e5 ql,1:5 ber 1, 2013
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JUAN A. FELICIANO CIIARI{ECO
Certlfl ed Publlc Accountaat

UrbaDiz.cldtr Madotrzo
151 C.lle Mlguel S.las
Aredbo, PR 00612

Teh (787) 879-4433
Fax: (78? 880-1402

REPORT ON COMPLIANCE WTTE REQUIREMM{TS APPLICABLE TO
EACE MA,trOR PROGRAM AND INIERNAL CONIROL O}IER COMPLIANCf,

IN ACCORDANCE WTIE OMB-CIRCI'I.AR A-83

To the Mayor atrd Musicipal Council ofthe
Muricipality ofManati

MaDall, Puedo Rico

Compliance
I have audited the compliance of lhe Municipality of Manatl, with the B!e3 of compliaDce
requiretrlflts dcscdbed in the U.S. Office of Managen€al ard Budget (OlB) Circular 4-133
Compllance Wple eh, thal are appliaable to each ofits aajor federal programs for the year ended
June 30, 2010, The MudciFlity ofManatl major federal programs ale identified in the summary of
auditols results sectioo ofthe accompadng schedule offindings and questioned costs, Complianc€
wit[ tle requiremeots of laws, regulations, comacts and $ants applicable to each of il! major
federal progams is the responsibility of Munioipa.lity of Ma1latl MatrageDent. My rcsponsibiliry is
to express an opioion on ofMunicipality ofManali compliance based on my audit.

I cooducted my audit of compliatrce i4 acpotdrnoe with audititrg staudqds generally accepled in the
United StaJes of America; the sundads applicable to financial aodits oontaircd iD Goyemmenl
Auditl g Standotds issluf,d. by the Coaptoller General of the UDited States; and OMB Circular A-
133, 'Audits of States, Local Govemmetrts aDd Non-Profit Organizatioos',. Those stdEdards and
OMB Cilcular A-133 require that I plao aad pedorm the audit m obtain rcasonable assulam4 about
whether non compliaace with the rypes of compliano€ requiremefis refemed to above that could
have a direct and material effeot otr a major federal program occurred. An audit includes exa.lrioing,
otr a test balis, evidence about Municipality of Maoatl's compliarce with ttrose requiremeots and
p€rfotuing such othq proc€dEes as I considered aecessary in the circumstaaces. I beiieve that my
audit provides a reosonable basis for my opinion, My audit does not provide a legal determination of
Munioipolity of MaDafl's compliaac.e with those requirEmetrts,

As described in drc fiadirys 2010-02 and 2010-04, the accompanying sahedule of fiDdhgs and
questioa€d costs, Mimicipality of Mqrud did not comply with the requiremerts regarditrg reporting
atrd c€s[ mamgement applicable to its Head Stad p!ogm!r. CoEpliance with zuch requirements is
necrssary, in my opilrioIl. for the Mudcipatity of MaDa{, to cooply wilh the requiremeo*
applicablo to that program.
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In my opinion, MtEdoipality of Manall, puerto Rico, complied io all Era&rial rcspects, with tte
requireEetrts refefl€d to sbove thal are applicable to each oafts major f€deral Fograms for the year
etrd€d June 30, 2010. The results ofmy audititrg procedur€s also disctosed ottre; inslatrces of non

Trpliance wilh those .e4uirements, which are r€quired to be reported in accordance with OMB
Circular A-133 and rrhich ate d$cdbed in the ac.compaaying schedule of fudings ard qtrestioned
costs as item 2010{2 ard 2010-04.

Ioreral Conaol over CorEplianoe
The management of Municipality ofMsnatl is respotrsiblc for establishing alld maintaioing effecirc
isternal conhol over coEpliaoce with le{uireEents of laws, regulafions, contrarts atrd gratrtt
opplicable to federa.l progrsms. h pl,nfling and perforsitrg my audir, I cousidered Municipa,ity of
Man&tl interial cootrol ovEr coEplia.oce with dre EquireErefts that could have a dilect aod material
effect on a rnajor federal proglam ir order to dctsmrine my auditing procedures for ttre purpose of
exprcssing my opidotr on c.mpliancg but not fol the purpore of expressing an Opirio! on the
effectiv€oe.ss of iaterual coftrol over compliaDce. Accordingly, I do not exprcss an opinion on the
effectiveness of Mudcipality of Manatl, Puerto Rico's intgmal control over complianc€.

My corsideration of intemal contol over compliance was for the limited purpose described in the
preceding paragraph atrd wodd not 4ecessarily idetrti& all deficieocies ir the eotity's intemal
control thal might be significaft deftciencies or mateial wca.ktesses as defined below. However, as
digcussed below, I ideolified certaio deficiercies in intenal contol over compLiance that I oonsider
to be sigoifica deficiencies and otllers thal I corsidcr to be aaterial weakless.

A cantrol delclency io an e[tity's intemal cont ol ove! oompliaace exists lvhen the design or
operatioa ofa co rol does not allow maoagement or employees, in flle nomral course ofperfoloing
their assigned fimctions, to prcvent or detect loncompliance with a q,?e of coopliaoce requirement
of a federal program otr a timely basis. A, sigaificorlt defciency is a cothol deficiercy, or
combioation of co[trol dgficiencies, that adveisely affeclr the e[tity's ability to admidstei a federal
program such that there is more than a remote likelihood th6t trorcompliance with a twe of
compliance requirement ofa federal Fogram'flat is mole than incoDsequenti8l will rct be prevented
or detected by the 6 ity's irterlal codrcl, I consider the deficiency in ioternal contol over
coqeliaace described in the accampalying schedule offndings aod questioned costs as iiem 2010-
02 and 2010-04 to be signifcanr deficiencies.

A material weaktess is a significaft deficiency, or mmbinatioo of sigtrifica deficieocies, that
results in morc than a remote likelihood that materisl noncompliaEce u,ith a type of compliance
requircme.rt of a federal proglEm will trot be prevented ol detected by the efiii; intemal ;ffiol.
Of th€ sigdfilsnt deficiency ia intemal cont ol over compliance desodbed h the accampa[yitrg
schedule of fiBditrgs atrd questions cosrs, I conside! ibrt 2OlO-02 and 2010-04 to te mati ial
wgakoess.
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Municipaliry of MaDarl, Puerto Rico's respoise to the finditrgs ideDtifi€d in my audit is desc bed in
the accompanying schedule of findings and questioned costs.-I did Ilot audit Municipality of Manati,
Puerio Rico's respoDle and, accordingly, t express no opinion or it

This.report is int"''ded solely for the infomation and use ofmanagertrent, Mu{ricipal coutrcil, others
within the €Dtity, and federa.l aperditg ag€ncies and pass-rtrougi entitiis and is'rot interded to be
atrd should not be used by anyooe other than these specified parties.

Ar€cibo, Puerto Rico
Decembef, 13,2010

The stamp Nmber 2541 936
v,"s afflxed to the
origiml ofthis report:l
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MI'MCIPALITY OF UAI{ATI, PI'ERTO RICO
SCEEDI'LE OF EXPENDTTURES OF FEDERAL AWARDS

FOR THt FISCAI YEA^R EITDED .rIrItE 30, 2O1O

Direct Prosram:

D€partment of Housing and Urban Development Public
and Indian Housing
Section 8 - Housing Chojce Voucher

Communjty PlanninS ond Development
Communjty Developmenl Block Gran!€ntitlement Grdrt

Urban Development Aclion Gmllt (Progmm Income)

Urban Development Aclion Gmnt - Atcnas Intemet
(Program I[come)

ARRA - Homel$s Prevention and Rapid Re-hol,sing

ARRA - Community Develophent Block Grsnt
Progrlm ARRA E[titlement Gnnt

Community DevBlopmeDt Block Grant -
Section I 08 Loan Guarante€

Passed-tfuoug! Commopwealth ofP.R. Covemois oIIice of
Public HousineAdministration ofP.R.

Public and Indian Housing - Los Murales, Campo Al€gre
and Zorrilla Public Housing

Total U.S. Department of Housing add Urbm Developme[t

U,S. Depatment of Translortation:
Di@-EreEls:
Federal Transit Administration

Fedeml Trcnsit Capitll ImprorEm€nl G.et
FedeEl Ttusit Cspital lDproveme Grmt - (t'rcgram Inclrne)

ARRA-Iedenl TraDsit Fomula Gntrts

Passed-throuqh the Commoowealth ofP.R. Govemors Office
ofP.R. Tmmc Safetv Commission

Stale md Conrnunity Highuy Safety

Total U,S. Depertmena of Tmnsportation

14.8',71

14.2t8
14.218
14.218
14.218
t4.2t8
t4.218
't4.2t8
t4.2t8
t4.218
t4.218
r4,218

14.22t

t4.22t

t4.251

t4.248

RQ46,VO-54{0 r

8,09-MC-72-00 l6
848-MC-72-00 l6
841-MC:72-0o16
B-06-MC-?2-0016
B-05-MC-72-0016
B-0+MC-72-0016
8.03-MC-724016
a42-MO12-0016
B4l.MC-7240 16

800-Mc-72-00 16

v99-MC-12-0016

N/A

9)9,282

N/A

1,029,594
945,495

9A49
1?,1I6
35,121

2,220
4,695
5,681

7,885
909

2,059,465

1,500

202,i4

278,774

298,635

510,316

:-.1

,l

N/A

N/A

N/A
N/A

N/A

N/A

PR-5104 1,620,539

1890,625

14.850

20.500
20,500

20.501

104,887
36,415

141,302
96,584
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MI'MCIPAIIfg OF MTIIATI, PUERTO RICO
SCIITDI'LE OF EX}EITDITUREA OF FEDERAI, AWARDB

FOR THE FISCAL IEAR EI{DED JI'NE 30, 2O1O
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U.S. Deoarfneni olllealth and Human SenT cesj

Passed-though Commonwealth ofP.R Govemols offce for
the Ca,E and Integal Development ofchildreni
Departnent of Fomilies of P.R.

Head Slart (IPA-22)

ARRA - Hetd Sttrt

ARRA - Esrly gcrd Stari

Admiristration on Asinq
Passed-thmu€t commo[wealth of P.R. Govemon oflice
for the Elderlv

Special Program for the Agjng Tide III B and C

Totll U.S. Deprrtment oI Health ,nd Iluman S€rvices

U.S. Depanment of A€riculhrc
Passcd"thmuqh Commonwealth ofP.R. GovemoN Office for
the Cal€ and Integ:al Development ofchildr€n:
Child and Adult Care Food [toSlam

Dircct ProCram:

Ruml DeveloPient
Total U.S. Depsrtment of Agrlculture

U.S. DepBrtment of Justice

Passed-throueh Commonwealth ofP R. Govemors office
of Deoarnneni of Justice of P,R.

ABRA-EByme Memo al JBtice Alslsttnt Cmnt
Totll U.s, Deplrtment of Juitlce

TOTAL FTDERAL ASSISTANCE

See not€s to fhe schedule ofexpenditures of federal awsds

SupponiveServices 375,344

5,486,0{6

93.600

93.708

93.709

:l
ti

93.045

02cH-0483-36-102

ccG007-M

N/A

4,632,378

323,|0

155,214

10.558

10.769

486,811

------{464.C-I,132,829

300,030
300,030

16.803 N/A

Federal Ciantor / Pass-thrcugh Crantor Program Title
ledeml CIIJA

Number
Pass-through

Grantors Nrmber
Fedenl

Expendiiues
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MUMCIPALITY OF MAI\ATi, PT,IERTO RICO
NOTES TO THE SCIMDULE

OF EXPENDITI'RXS OF FEDERAL FINANCIAL AWARDS
FOR TIIE FISCAL YEAR TIIEN ENDf,D JUNE 30, 2OIO

O) GENERAL

The accompanying schedule of expenditures of federal awards includes the fedenl grant

activity of Municipality of MaEati, Puerto Rico and is preserted ol the accrual basis of
accounting. The leporting etrtity is defined itr Note I to the financial statements of the

Municipality. The information in this schedule is ptesented in accordance with the

r€quirements of OMB Ciroular A- 133, Audits of States, Local Govemments, aod Non-Profit
Organizations.

/2) MAJOR FEDERAL AWARDS

The Community Development Block Ora[ts, Housing Assistance Pa]mefis ProgauN,

Health and Human Services Plogmms, Departsnent of Agdcultu& Pro$ams, Depart[ent of
Justice Programs and Americoo Recovery atrd ReiDvestmetrt Act Progrrmc and represents

the major federal financial awards of the Municipality. Major federal awards rcpresent 93%

of total expenditures.

13} FEDERAL CFDA NUMBER

The CFDA numbers ircluded in this schedule vr'ere detemined based on tho progmm name

leview of grelt contract ioformation and the office of [ranagemeot arld budget catalog of
Federal Domestic Assistance.

(4) RELATIONSHIP TO GENERAL PI.r'RPOSE FINANCIAL STATEMENTS

Federal financial assistance expenditures are rcpo ed inthe Municipality of Maiati,
Puerto Rico Combined Stateoent of Revenues, Expenditutes aod Chaoge in Fund

Balances - All Gov€rnmental and T)?es as follow:

!
.i

$ 5,486,046

$ 10,968,812
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] MUMCIPALITY OF MANATi

SCIIEDULE OT FINDINGS A}ID QUESTIOIYED COSTS-] TOR TEE YEAR ENDED JUNE 30,2O1O
.J

A. Summary ofAudit results
i Fina[cial Statements
ll

T)?e ofauditor's report issued:

. r Iniemal contol over fmancial reporting:

' I Matedal weakness(es) identified?

Significant deficiency (s) identified oot considered
to be material \realorcsses?,

Noncompliance material to finaocial statements noted?

Federal Awads

Intemal control over major progams:

Makrial weakness (es) identified?
Significant deficiency (s) idertifed Eot
Consideled to b€ material weaknesses?

T)?e ofauditors leport issued on compliaoce
for major prcgems:

lt
Unqualified

.-L yes _ no
none report€d

_ yes _L no

yes_Lrc

-...-L yes _ no

Unqualfied

yes x no

' j Any audit fi.dings disclosed thal are required to be

., Reported in accordatrce with Circular A- 13 3,
' Section .510(a) are reported on _X_ yes _ no
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I I MI]IVCIPALITY OF MANATi
] SCHEDTJLE OF FINDINGS AND QUESTIONED COSTS, 

TOR TIIE YEAR ENDED JI'I\E 30, 2O1O

l

i

t-!
li

l

l

Identification of Maior Programs

CFDA Numbers Name ofFederrl Program or CluqE!
10.558 Child and Adult Carc Food Prc$am
),0.769 Rural Development
14.218 .;]lrElunji;Develop*elrtBlockGrant Entitleme[t Grant

14.248 Gmrilnity D"relopmetrt Block Grant - Section 1 08 Loa!
Guarante€

14,253 ARRA - Co munitv Development Block GrrEl
14.257 ARRA - Homele.ls Prevention and Rapid Re-IlousinE Progrr

14.850 Publdatrd lnfia" Houshg - Los Mwales, Campo Alegre and

Zonilta Public Housing

14.87 | ffition 8 -Housilg Choi". Vorchet

16.803 ARRA: Eby""" M".""1&U,istice PIggIg4-
20.507 ARRA - tr'ederal Transit Formula Grarts
93.045 S;e"GI fi;.a- f;Ee Agins - Title [l B and C

93.600 Head Start

93.708 ARRA - Head Start
93.709 ARRA - Early Ilead Start

i ' Dollar tlleshold used to distitrguish

i; Between q?e A and q?e B programs $383'097

- Audited qualified as low-risk auditee X yes 

-no
B - Financial Statements FiDdings

No matters wsr€ repofed regarding reportable conditions' material

i rryealoresses, and instenc;s ofnon-compliadce r€latrd to the financial statements

i , *rat are required to be repolted in accordance with paragraph 5 18 though 5'20

of Govemmental Auditing Standards.

t, C- Fedeml Award Findines and Ouestioned Cost

Federal Progam Information
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Rei No.

MUNICIPALITY OT MANATi
SCIIEDT]LE OF FINDINGS AND QI-IESTTONED COSTS

FOR TIIE YEAR ENDED WNE 30, 2OIO

Program: Accounting and Finance Department
General Fund - Delicit
Year ended JuDe30,2010

Finding / Noncompliance

2010.01 Statement of Condition and Criteria
It was noted itr my test of balance of acoounts that the Mwdcipality is not
complying with the criteria established by dle Standads of Financial
Managcme[t Systems for Regulations for Municipal Adminishation; arld with
GASB codifications 1700, with requir€ments stated in OMB Circular 4-133.

Cause
The Musicipality has sigDificant deficieocies in its accounting ard fitlatrlial
management systems ritrd finaucial reporting practices as rclated to budgets for
the General Fund.

EJfect
The lack ofbudget results does not pe(mit tle Municipality:
a) To provide services to citizens withou alfecting them.
b) To detemirc compliance with finance - relaled legal aIId conbactual

provisiois.

Auditors Recommendatioa
The Mudcipality should revised and evaluate ir a monthly basis revenues and

disbursements to adjust disbursemeds to the levenues receip to comply with
Budget requirements of Mudcipal Law trumbq 8l of Augus 30, 1991 as

amended. Ihplemert measue to reduce the Municipal deficit. Evaluate the
impact in the revenues ofthe change in oonstruction tax and the inGease ofthe
real and personal taxes, Evaluale the impact in the disbursement to reduce

hours of services of employees, evaluate and rcvised hansitory codracts witlt
employees, approve only necessary professional services, reduce confidence
empioyees salary and consolidate services.

Municipality Response
we ooncur with auditor's rccommenalations. The Munisipality will evaluate the
actual adminishative procedures being followed. TIe Municipality
management took serious and radioal rDeasure to minimize the impact of this
cotrdition and expect to corcct in the trear futue.

Questioned
Cost

-0.
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MUNICIPALITY OF MANATi
SCMDULE OF FINDINGS AND QUESTIOIIED COSTS

FOR THE YEAR ENDED JUI{E 30,2O1O

Deprrtment of Ilealth and Ifuman Services
Plssed-throogh Coomonwerlth of P.R. GoYerDor's Ofrice
For the Clre atrd Integrsl Dcvelopmenl of Children.
CtrDA No. 93.600
Grant No. Head Start Progrem
Year etrded June 30,2010

Ref. No, Finding / Noncompliance
Questioned

Cost

2010-02 sEtement of Condition and Critena
Accountitrc
It was troted ir my test of compliance that the Mudcipality is not contplyitrg

with the criteda established by the Standards of Financial managemert Systems,

in 45 CFR Pafi 92.20(b), Unifom AdmiDistrative Requirements' were is
established that management system shall provide for the

following:

1, Finanoial reporting accuate, ctmeol, and complete disclosue ofthe
financial reiults of financially assisted aptiYities mtrst be made in
accordanae with the financial reportllg requircmeds ofthe grant'

2. Accounting records gmntees atrd sub_glantees must maiotain recolds

which adequately identily the source and application offiurds Fovided
for ftDancially-assistcd activities. These recolds must contain

information pertaining to grant awards and autho zatiols, obligatioDs,

uobligated balances, assets, liabilities, orfilays or expenditures, and

iEcome.
3. Source documentation accourting records must be suppolted by such

soluce doouDentatlon as cancelled checks, paid bills' bank

recorciliation, contract documerts and etc.

To established procedures to comply witl Financial and Plogram Managemerf

Standads of tunds of tle Head Start kogram. It was noted duri4 my audit

that Municipality does ltot prepare all the required accounting rccords requ ed

by 45 CFR Part 92.20 (b) on time.

Cause
The Municipality does not oomply with the Financial and Program

Managemed System Standards. The lruDicipality does not Fepare t sl

balance and program cash bank reconciliation in a monthly basis'
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Effect
The Mwricipality does trot mairfain and adequate a4counting prccedures fot
the Admioishatio! of furds from the Head Start Prograft for the contol on tho

pr€pa.ation of accouotiog leports on a modhly basis. The Municipality should

modify procedures to out seek that ail rcquired reports including the trial
balatpes atrd bank rcconciliation of the program are prepared ol time.

Auditor's Recommendation
We recommend revising, improving and modi$ing the iotemal control

procedues in order to control in a more effective rnamer the financial and

program management system staudards The Municipality should revise the

proiedures in order to establish prooeducs fo. all required reports are prepared

in the mrrect monthly basis.

Municipalitv Response:

The Municipality accepts tle auditor recomnendation and the Mayor gave

instructions to impledent imtrediately.

MT]I\ CIPALITY OF'MANATi
SCHEDULE OF F]NDINGS AND QUESTIONED COSTS

trOR TEE YEAR EMED JITNE 30, 2O1O

I]
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Ref. No.

MUMCIPALITY OF MANATI
SCHEDULE OF HT{DINGS AND QI]ESTIONED COSTS

FOR TEE YEAR ENDED JT]NE 30,2O1O

U. S. Departmeot of Agriculture
CFDA No, 10,?69
Grsnt No, Rurrl Development
Year ended June 30,2010

Finding / NoncorBpliance
Questioned

Cost
!-t
.l

?010-03 srarement ofCodirioo and Criteria
Accountinq
It \ras rcted in my test of compliance that the Municipality is not oompiyiog

with the criteria gstablished by the Standards ofFinancial management SysteEs,

in 7 CFR Part 3015.61(h), Utriform Administativ€ Requtrements, were is

established that maaagement system shall provide for tle
following:

l Financial rcpolting accurate, current, and complete disclosue of the

financial reiults of financially assisted activities must be made in

aocordance with the financial reporting requircments ofrhe gant'

To establish prccedures to coBply with Fimrcial and Ploglam Management

Standaids of firds of the Rual Development Program. It was rcted duJing

my audit that Mrmicipality does llot prepare all the required accounting records

rcquired by 7 CIRPafl3015.6l (h) on rime.

Cause
mJ u*icipaity does rct comply with the Financial a'ld Progarn

Management System Standards. Thg municipality does oot prcparc hial

balauce in a monthly basis.

Effect
The Municipality does not maintain and adequate accountilg procedules for

the Administation of fimds from the Rual Developmelt Progmm for the

control on the preparatioo of accounting repofis ort a motrthly basis The

Municipality should modiry procedues to out seek that all required reports

inclu<ting the trial bataoces and bank reconciliatioo ofthe pro$am are prePared

on time.

i
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Auditor's Recommen&tion
We recommend revisiog, impoving and modiftiog the inlemal coDhol
procedures in onder to coEtrol in a more effective maruer the financial aod
proglam managsment system standards. The Municipality should rcvise the

procedures in order to establisb procedures for all re4uir€d leports are preparcd

in the cor€ct monlhly basis.

MuDiciDalitv Resoonse:

The Muaicipality acaepts the auditor recomEendation and the Mayor gave

instructions to implemetrt immediately.

MUNICIPALITY OF MANATI
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR TIIE YEAR EI{DED JUNE 30, 2O1O
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'l MUMCIPALITY OF MANATI
SCHEDL'LE OF FINDINGS AND QUESTIQI{ED COSTS

FOR TIIE YEAR EIIDED JI'NE 30,2OIO

Depa meot of Health lud Humsn Services
Palsed-through Comnonwealth of P.R. GoverDor'! OIIice
For the Care atrd Integral Developm€nt ofChildren.
CFDA No, 93.600
Grant No. Head Start Program
Year ended June 30,2010

Ref. No. Finding / Norrcompliance

ll
il

1

Questioned
Cost

2010-04 Statemed ofCotrdition and Criteria
It was noted h my test of compliatrc€ that the establisted procedures

for the cash management requirements do not minimize the time

elapsing between th; transfer of fi.rnds fiom the OInce for the Care and

InGgni Development of Children and the disbursements by the

MGcipality. It was noted dudng my audit that the Municipality held

cash balanoes over $5,000 for periods loager lhan 3 days

Cause
l'tre Municipatity did rlot comply with tle Cash Ma'nagement

re4uiremenls ofthe Departrne of Treasury ofthe United Sta'tes as per

Title 45 of cF& pad 92.20 (7).

Effect
The Municipality revised the prooedures for the AdminisEation ofcash

to detemine properly thoir use ne€ds.

Audilor's Reoommondation
G Mrri"tp"ttty th.rld revise the procedure in oder to establish

control in a more effective ma Ier the need &nd use of the federal funds

to oinimize the time elapsed to disburse the flrtrds received'

MuEicipalitv Resoonse:

fri-rvrioi"ipurity '*"ept the auditor recommendation and the Mayor

gave iDstructions to iEplement immediately.
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MT]NICIPALITY OF MANATi
SUMMARY SCHEDULf, OF PRJOR AUDIT X'INDINGS

FOR THE YEAR ENDED JI]NE 30, 2O1O

2009-Finding No. l: Accoutrtilg atrd Finasce DepartneDt
General Fund - Budget Deficit
Year ended June 30, 2009
Finding reported sgaiD.

2009-Finding No. 2: Accounting and Finance Department
General Fund - Cash Balance

Year ended June 30, 2009
Fitrding reported agrin.

2009-Finding No. 3: U.S. Deparbnent of Health and Huroan Services
CFDA No, 93.600
Head StErt Progam
Year ended Jul1e 30, 2009

Finding reported again.

2009-Findhg No. 4: U.S. Departrneot ofHousing and Urban Development

Public and India! Housing
CFDA No. 14.871

Section I - Housing Choice Vouoher
Year eDded June 30, 2009
Finding was corrected.
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