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Wisconsin Statute Section 86.303(5)(g) requires that all municipalities having a

population of 25,000 or more must publish within seven (7) months of the close

of each fiscal year a complete set of financial statements presented in conformity

with generally accepted accounting principles (GAAP) and audited In accordance

with generally accepted auditing standards by a firm of licensed certified public

accountants. Pursuant to thai requirement, submitted herewith is the

comprehensive annual financial report of the City of Maniiowoc, Wisconsin for

the fiscal year ended December 3!, 2008. This report was prepared by the City's

Finance Department.

This report consists of management's representations concerning the finances of

the City of Manitowoc. Consequently, management assumes full responsibility

for the completeness and reliability of all of the information presented in this

report. To provide a reasonable basis for making these representations,

management of the City of Manitowoc has established a comprehensive internal

control framework that is designed both to protect the government's assets from

loss, theft, or misuse and lo compile sufficient reliable information for the

preparation of the City of Manilowoc's financial statements in conformity with

GAAP. Because the cost of internal controls should not outweigh their benefits,

the City of Manitowoc's comprehensive framework of internal controls has been

designed lo provide reasonable rather than absolute assurance that the financial

statements will be free from material misstatement. As management, we assert

that, to the best of our knowledge and belief, this financial report is complete and

reliable in all material respects,

The City of Manitowoc's financial statements have been audited by Schenck

Business Solutions, a firm of licensed certified public accountants. The goal of

the independent audit was to provide reasonable assurance that the financial

statements of the City of Maniiowoc for the fiscal year ended December 31, 2008,

are free of material misstatement. The independent audit involved examining, on

a test basis, evidence supporting the amounts and disclosures in the financial

statements; assessing the accounting principles used and significant estimates

made by management; and evaluating the overall financial statement presentation.

The independent auditor concluded, based upon the audit, that there was a

reasonable basis for rendering an unqualified opinion that Ihe Cily of

Mimitowoe's financial statements for the fiscal year ended December 31, 2008,

are fairly presented in conformity with GAAP. The independent auditor's report

is presented as the first component of the financial section of this report. The

independent audit of the financial statements of the City of Manitowoc was part
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of a broader, federally mandated "Single Audit" designed to meet the special

needs of federal grantor agencies. The standards governing Single Audit

engagements require the independent auditor to report not only on the fair

presentation of the financial statements, but also on the audited government's

internal controls and compliance with legal requirements, with special emphasis

on internal controls and legal requirements involving the administration of federal

awards. These reports are available in the Single Audit Section of this report.

GAAP require that management provide a narrative introduction, overview, and

analysis to accompany the basis financial statements in the form ofManagement's

Discussion and Analysis (MD&A). This letter of transmittal is designed to

complement MD&A and should be read in conjunction with it. The City of

Manitowoc's MD&A can be found immediately following the report of the

independent auditors.

Profile of the Government

The City of Manitowoc is the County Seat of Manitowoc County, located in east

central Wisconsin. The City is approximately 75 minutes north ofMilwaukee, 20

minutes southeast of Green Bay and 150 minutes north of Chicago, Illinois. The

City encompasses 18.238 square miles totaling 11,678.94 acres. It is located on

Lake Michigan in a natural harbor formed by an outlet of the Manitowoc River.

The City was incorporated on March 12, 1870. With an estimated 2008

population of 34,670, the population of Manitowoc has increased 1.8% since the

2000 Census report of 34,053 and 6.6% since the 1990 Census report of 32,520.

The population and square mile statistics combine to produce a population density

of 1,901 persons per square mile. This indicates ample land for future growth and

orderly development. The City of Manitowoc is empowered to levy a property

tax on both real and personal properties located within its boundaries. It also is

empowered by state statute to extend its corporate limits by annexation, which

occurs periodically when deemed appropriate by the governing council.

The City of Manitowoc operates under the council-mayor form of government.

Policy-making and legislative authority are vested in a governing council

consisting of a mayor who is elected at large to a four-year term, and council of

10 members elected to two-year staggered terms on the basis of district

representations. The council is elected on a non-partisan basis. The governing

council is responsible, among other things, for passing ordinances, adopting the

budget, appointing department head officials, and approval of mayoral member

appointments to council committees, various boards and commissions. The

mayor is responsible for carrying out the policies and ordinances of the governing

council, for overseeing the day-to-day operations of the government, economic

development, monitoring and lobbying state and federal legislation, and

compilation of an executive budget recommendation.

The City provides a full range of municipal services contemplated by statute or

character, including public safety, streets, sanitation, parks-recreation-culture,

public improvements, planning and zoning, transit, water and electric systems,

and general administrative services. Public safety is provided with four fire



stations and 57 firefighters, a rescue squad manned by 40 members trained to

paramedic skill level and a police department with 65 sworn officers. The Public

Works Department is responsible for the engineering, designing and inspection of

City construction projects, and maintenance of public roadways within the City.

The City also provides for refuse and garbage disposal for its residents. The City

owns the Manitowoc Public Utilities, which is governed by a seven-member

commission. The Department of Parks and Recreation maintains the City's

parkland and recreational buildings and coordinates a year-round recreation

program for Manitowoc residents. Total full time equivalent municipal

employment numbers 360.1 and part time numbers 10. The School District of

Manitowoc services the City and provides a comprehensive program for students

in kindergarten through the twelfth grade. The district facilities consist of one

comprehensive high school, an alternative high school (operating as a charter

school), two junior high schools, six grade 1-6 elementary schools and an early

childhood center. Higher education is provided by the University of Wisconsin-

Manitowoc, which specializes in freshmen/sophomore curriculum for students to

begin their studies before transferring to four-year undergraduate public or private

colleges, and Silver Lake College an independent four-year college with career

directed programming. Within commuting distance, Lakeshore Technical College

in Cleveland, Wisconsin is a public, non-profit college. The college has evolved

from mainly offering basic skill courses to the need of technical skills and

offering technical courses in computers and other sophisticated equipment.

The annual operating budget serves as the foundation for the City of Manitowoc's

financial planning and control. The operating budget includes proposed

expenditures and the means of financing them and is legally enacted by council

action no later than November 30. The budget as enacted includes total

expenditures at the organization level. An organization can be a department,

division, fund or other activity. Expenditures cannot legally exceed

appropriations at this level. The general fund, special revenue funds, debt service

fund and capital projects funds have legally adopted budgets. Budget-to-actual

comparisons are provided in this report for each of these funds. For the general

fund, this comparison is presented as part of the basic financial statements for the

governmental funds. For governmental funds, other than the general fund, with

appropriated annual budgets, this comparison is presented in the other

supplemental information subsection ofthis report.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood

when it is considered from the broader perspective of the specific environment

within which the City of Manitowoc operates.

Economic Information/Outlook. The City of Manitowoc is a growing

community with an estimated 2008 population of 34,670 and a 2008 equalized

valuation of $1,943,542,900. The equalized valuation has grown by 37.46% since

2000 and 167.23% since 1990. Between 2007 and 2008, the City gained 2.61% in

the full value of its real and personal property, with the largest actual dollar

increases in residential and commercial properties.



The City of Manitowoc has continued a pattern of economic growth in 2008. The

areas economic prosperity has translated into increased wages for the community

and more spendable income to support new business development and growth. In

2008, the City's top employer is The Manitowoc Company, manufacturer of

cranes and food service equipment with 1,389 employees. Health care provider,

Holy Family Memorial Medical Center is the City's second largest employer at

1,294 employees. The Manitowoc Public School District employs 975 employees

and health care provider Aurora Medical Group employs 865 employees.

The unemployment rate for the City of Manitowoc in December 2008 was 6.8

percent up from 6.1 percent in November, and above the 5.4 percent rate for

December 2007. The city's unemployment rate was the 12th highest of 31 cities
monitored by the state Department of Workforce Development. The state's

December unemployment rate was 5.8 percent, with a U.S. unemployment rate of

7.1 percent.

The Lake Michigan Carferry Service based in Ludington, Michigan, began

service to Manitowoc in May of 1992. The City renovated the dock facility to

accommodate the Carferry Service, with payments from the Carferry Service

repaying the debt borrowed for the renovation. Tourism remained strong in 2008,

with the Carferry Service transporting passengers between Ludington, MI and

Manitowoc. The local economic impact from this operation is currently estimated

at $15-$20 million.

The City experienced a good year for new construction. The City issued 3,117

permits with a total estimated construction cost of $71,745,646 for all Building,

Electrical, Plumbing and HVAC permits in 2008. There were 26 new single-

family dwellings started in 2008 with the average home being 2,000 square feet

and constructed at a cost of $240,000 plus land. These 26 starts are below the 5

year average of 37 new dwellings per year. There were a total of 84 Commercial

or Governmental buildings in which building permits were issued. The estimated

cost of these projects was $50,858,524. The top ten were the Orion office

building, the 68,000 square foot Kohl's Department Store, three additions to the

Manitowoc Company, an addition to Northern Labs, Festival Foods, St. Mary's

Village Square project, an addition to Lutheran High School, and a new CBRF

facility for Felician Village. Future construction remains uncertain because of the

global economy. The Harbor Town area will see more infills, new construction

for the St. Mary's/Felician Village project, and hopefully a couple of major

buildings in the newly annexed Silver Lake College area. New residential

construction will follow the downward national trend.

On the economic development side, the City implements both housing and

economic development loan and tax credit programs oriented toward encouraging

investment, and attracting private and public capital into the community. These

programs include housing assistance programs, Community Development Block

Grant-Economic Development (CDBG-ED) grants, business revolving loan

funds, Community Development Zone and Technology Zone tax credit programs.

In 2008, the City continued its participation in the North East Wisconsin Regional

Economic Partnership (NEWREP) Technology Zone program. The zone



designation includes several areas within the City as Technology Zone sites.

Companies located in these areas are eligible for various tax credits for

technology-oriented investments.

The City's housing programs are designed to support home ownership, and the

upgrading and retention of existing housing stock. The City's business services

include programs to support the expansion of the type of business and industry

necessary to enhance the quality of life in Manitowoc.

Planning & Economic Development major actions and activities in 2008 are

summarized below:

The City completed site plan reviews for 30 projects, including seventeen (17)

developments with construction values estimated in excess of $500,000. In 2007,

there were a total of 34 site plans reviewed.

Construction of a 67,322 sq. ft. two (2) story addition to an existing

manufacturing plant. The estimated cost of the construction is $10,665,000.

Construction of a 68,000 sq. ft. commercial building in Harbor Town Center. The

estimated cost ofthe construction is $4,563,000.

Construction of a 24,325 sq. ft. addition to an existing industrial building. The

estimated cost of the construction is $4,100,000.

Construction of a 69,300 sq. ft. grocery store. The estimated cost of the

construction is $3,900,000.

Construction of a 32,000 sq. ft. pack and ship facility. The estimated cost of the

construction is $2,791,000.

Construction of a 48,000 sq. ft. nursing home facility. The estimated cost of the

construction is $2,700,000.

Construction of a 16,251 sq. ft. high school addition. The estimated cost of the

construction is $2,632,500.

Construction of a 13,100 sq. ft. industrial building addition. The estimated cost of

the construction is $2,248,233.

Construction of a 42,260 sq. ft. addition to an existing industrial building in the

Manitowoc ITEC. The estimated cost ofthe construction is $1,822,000.

Construction of a 22,500 sq. ft. commercial building in Harbor Town Center. The

estimated cost of the construction is $1,375,920.

In 2008, there were no new residential subdivisions added to the City's housing

inventory. However, in 2007, the City processed four (4) residential final



subdivisions plats which created 70 new lots of record. In 2008, there were eight

(8) land sales representing 11 percent of these 70 newly platted lots of record.

In 2008, residential construction added 38 new housing units to the City's existing

building inventory - 26 new single-family dwellings and 12 duplex units. No

multi-family housing units were added to the housing inventory in 2008 as was

the case in 2007. In 2007, residential construction added 55 new units, of which

31 were new single family dwellings.

The City completed one (1) annexation in 2008 for a total of .69 acres of land.

There were no residents in the annexed area. Since 1990, the City has annexed

3.380 square miles of area. The total area of the City as of December 31, 2008 is

18.238 square miles.

The City provided 2008 direct financial support ($854,500) in the form of

community development zone tax credits to Orion Energy Systems, Inc. for the

creation of 170 new jobs in Manitowoc. Additionally, the City approved three (3)

revolving loans totaling $1,350,000 to area companies. One (1) of these loans

includes an additional CDBG in the amount of $187,500 from the Wisconsin

Department of Commerce (DOC). This investment of City and DOC public funds

will be combined with $13,875,000 in private funds, and the promise to create

92.5 newjobs in Manitowoc. Two (2) of these loans will be closed in 2009.

The City approved 13 Community Development Block Grant (CDBG) housing

assistance projects in 2008 to low-and-moderate income (LMI) households.

These projects represented a total public investment of $89,068. The City also

completed two (2) Housing Cost Reduction Initiative (HCRI) and Home

Investment Partnership (HOME) projects. Total public investment related to the

HCRI/HOME projects totaled $5,000 and leveraged $137,400 in private mortgage

financing. Additionally, the City participated in four (4) mortgage subordination

requests. Since the inception of its housing program in 1988, the City has

financed 950 housing assistance projects to LMI households. Two (2) homes were

foreclosed in 2008 equaling $22,020 in non-recoverable funds no longer available

for new project investments.

The City approved a boundary and text amendment to existing Tax Incremental

Financing (TIF) District No. 15 in 2008 to add 80.47-acres of land into the TIF

principally to fund the re-design and reconstruction of the Dewey/CTH "CR"

intersection. Subsequently, the City entered into a TIF development agreement

with a project developer to fund the estimated $2,200,000 intersection design and

reconstruction project through a developer-funded arrangement. This intersection

project was directly related to the construction of a freestanding 69,300 sq.ft.

grocery store and a gasoline/convenience store, together representing an estimated

$9,000,000 in new tax base for the City. The public and private development

portions of this project were both completed in 2008.

The City sold 5.84-acres of land in the 1-43 Technology & Enterprise Campus

(ITEC) to Northern Labs, Inc. in 2008 for $116,600, related to the company's

construction of a 40,000 sq. ft. addition to their existing corporate facility.



The City administers Site Assessment Grants (SAG) for selected consultants to

perform environmental assessment services at a 900,000 sq. ft. vacant industrial

property formerly owned by Newell (Mirro), and at a portion of the vacant

Lakeview Centre shopping center. The $57,920 in SAG monies are being

matched with $35,424 in private monies.

Since their inception in 1987, the City has administered two (2) Revolving Loan

Fund (RLF) programs providing below market rate, and fixed asset expansion

capital to businesses in Manitowoc. Through 2008, the City has processed 11

CDBG economic development grants/loans totaling $5,840,480; and 56 non-

CDBG RLF loans to local businesses totaling $7,861,434. In 2008, loan

repayments from CDBG economic development projects totaled $203,360, and

repayments from non-CDBG RLF loans totaled $818,995, or a grand total of

$1,022,355 in repayments.

The City facilitated the preparation of a new Services Agreement by and between

the Cities of Manitowoc, Two Rivers and Kiel, along with the Economic

Development Corporation (EDC) of Manitowoc County. The City's annual

payment to the EDC in 2008, 2009 and 2010 will be $66,663 per year for the

delivery of supplementary economic development services to businesses in the

City.

The City, in conjunction with the City's Plan Commission, received, reviewed

and approved 37 Certified Survey Maps (CSM's). This compares with 41 CSM's

reviewed in 2007.

The City facilitated the completion of two (2) rezonings, three (3) zoning text

amendments, seven (7) conditional use permits, two (2) Official Map

amendments, one (1) street vacation, one (1) annexation and 19 animated sign

review applications.

The City began in 2007 the process of updating the City's Comprehensive Plan by

preparing requests for proposals, and entering into a contract for the provision of

consultant services for the project. The City continued in 2008 the process of

updating the comprehensive plan. In addition, the City, in cooperation with the

U.S. Census Bureau, is continuing the update of the City's address database and

digital mapping files in preparation for the 2010 census.

The City continues to update the City's homepage and website

(www.manitowoc.org'). including the compilation and coordination of website

information from all departments in City Hall, plus the Manitowoc Area Visitor &

Convention Bureau, Inc. (MAVCB). The City worked on special website projects

with the Police Department, Maritime Metro Transit, and the Manitowoc

International Relations Association (M.I.R.A.).

The City maintains ArcIMS and Adobe PDF maps which are accessed from the

City's homepage. All maps are accessed from the Map Portal Page. The process

of updating maps on the internet includes linking the City/County merged parcel
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shapefile to the City/County joined Access database. This database is updated

daily and runs on a scheduled routine every evening.

The City continues its partnership with Manitowoc County to provide mapping

and assessment information on the internet via ESRI's and ArcIMS software. The

GIS technician assists City Hall employees, MPU and Police management on the

ArcIMS employee access website, allowing them to create mailing lists, create

custom maps and search the parcel database by name.

The City funded a GIS needs assessment and implementation plan in 2008. The

process of preparing the plan will begin in January, 2009 and will be completed

later in the year. A national consulting firm, R.A. Smith, will complete the

project with oversight direction from the Planning Department.

All GIS coverage's (parcels, zoning, sanitary sewers, and storm sewers) are

updated by the City when changes occur. The City has ARC Macro Language-

AML's (GIS programming language) that help eliminate time spent on updating

files. GIS layers that are linked to the Assessor's CLT database are now regularly

being used by several departments. These layers are used continuously to query

fields in the database, and to create mailing lists for multiple City departments.

The City completed many mapping and graphic arts projects for use by the City

and the City's Plan Commission, as well as multiple City departments. Some

examples of the projects are the mapping of foreclosure-impacted properties, a

map being used to evaluate a possible sex offender ordinance, and a map of

commercial real estate sales in the southwest portion of the City. Additionally,

the City has assisted the Parks department with a new tree inventory project using

GIS, has created street sweeping routes and districts for storm water permit

requirements, has updated land sales for the Harbor Town Area, and has assisted

in the graphic representation for public viewing of a new intersection at Dewey

Street & CTH"CR"/So. 42nd Street along with the Festival Foods development.

The City continues to compile a database which tracks any restrictions placed on

properties located in the City, as well as any delayed hook up charges and

development agreements for parcels that are outside of the City limits. The

database will assist in collecting delayed assessments that could be overlooked

when a property is annexed into the City.

The City began tracking foreclosure-impacted properties within the City using

GIS as a tool. Lis Pendens notices and Sheriff Deeds have been tracked from

2000 - 2008 to identify parcels in various stages of real estate foreclosure. This

information can be viewed either graphically, by table, or by map. Also, the

property assessment values of the foreclosure-impacted properties were analyzed.

This project will be updated on a regular basis.

The City on a daily basis updates and maintains the two (2) full color electronic

message signs which are located in the 1-43 Technology and Enterprise Campus

(ITEC).
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The City, through authorization by the Manitowoc Industrial Development

Corporation and through the creative energies of its marketing firm, Marx

McClellan & Thrun, continues to implement a multi-faceted marketing and

branding campaign including 1-43 billboard rentals, print ad placements, radio

advertisements, and a City CD-ROM extolling the benefits of the City.

In 2008, the City targeted marketing investments totaling $147,298 for

advertisements on 1-43 billboards, print ad placements in publications including

"My Midwest" in-flight magazine, "Marketplace Magazine", "Insight Magazine",

and radio advertisements on National Public Radio, all oriented towards

southeastern Wisconsin.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada

(GFOA) awarded a Certificate of Achievement for Excellence in Financial

Reporting to the City of Manitowoc, Wisconsin, for its comprehensive annual

financial report (CAFR) for the fiscal year ended December 31, 2007. The

Certificate of Achievement is a prestigious national award recognizing

conformance with the highest standards for preparation of state and local

government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must

publish an easily readable and efficiently organized comprehensive annual

financial report, whose contents conform to program standards. Such CAFR's

must satisfy both generally accepted accounting principles and applicable legal

requirements.

A Certificate of Achievement is valid for a period of one year only. The City of

Manitowoc has received the Certificate of Achievement for fiscal years ended

1997, and consecutive years 1999 thru 2007. We believe that our current CAFR

continues to meet the Certificate of Achievement Program's requirements, and we

are submitting it to the GFOA to determine its eligibility for another certificate.

The preparation of this report could not have been accomplished without the

efficient and dedicated services of all City Departments. I would like to express

my appreciation to City department staff members who assisted and contributed

to the preparation of this report. I would also like to thank the Mayor and City

Council for their unfailing support for maintaining the highest standards of

professionalism in the management of the City ofManitowoc's finances.

Respectfully submitted,

Brian C. Ruechel, CGFM

Finance Director/Treasurer
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Certificate of

Achievement

for Excellence

in Financial

Reporting
Presented to

City of Manitowoc

Wisconsin

For its Comprehensive Annual

Financial Report

for the Fiscal Year Ended

December 31, 2007

A Certificate ofAchievement for Excellence in Financial

Reporting is presented by the Government Finance Officers

Association of the United States and Canada to

government units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

standards in government accounting

and financial reporting.

President

Executive Director
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CITY OF MAN1T0W0C, WISCONSIN
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Department Heads/Appointed Officials
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3.17 years

26.38 years

8.75 years

21 years
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4.68 years

1.42 years

10 years

18 years

.42 years

20 years

25.5 years

CERTIFIED PUBLIC ACCOUNTANTS

Schenck Business Solutions, Green Bay, Wisconsin

BOND COUNSEL

Quarles & Brady, Milwaukee, Wisconsin

FINANCIAL CONSULTANTS

Robert W. Baird & Co., Inc., Milwaukee, Wisconsin
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INDEPENDENT AUDITORS' REPORT ON BASIC FINANCIAL STATEMENTS

AND SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL

AWARDS AND SCHEDULE OF STATE FINANCIAL ASSISTANCE

To the Mayor and City Council

City of Manitowoc, Wisconsin

We have audited the accompanying financial statements of the governmental activities, the business-type

activities, each major fund, and the aggregate remaining fund information of the City of Manitowoc, Wisconsin

("the City") as of and for the year ended December 31, 2008, which collectively comprise the City's basic financial

statements as listed in the table of contents. These financial statements are the responsibility of Ihe City of

Manilowoc, Wisconsin's management. Our responsibility is to express opinions on these basic financial

statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

and the standards applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of material misstatement. An audit

includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.

An audit also includes assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall basic financial statement presentation. We believe that our audit provides a

reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective

financial position of the governmental activities, the business-type activities, each major fund, and the aggregate

remaining fund information of the City as of December 31, 2008, and the respective changes in financial position

and cash flows, where applicable, thereof and the respective budgetary comparison for the general fund for the

year then ended in conformity with accounting principles generally accepted in the United States of America.

As described in Note D, the City has implemented GASB Statement No. 45, Accounting and Financial Reporting

for Post-employment Benefits Other than Pensions, for the year ended December 31, 2008.

In accordance with Government Auditing Standards, we have also issued our report dated June 19, 2009 on our

consideration of the City's internal control over financial reporting and our tests of its compliance with certain

provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is

to describe the scope of our testing of internal control over financial reporting and compliance and the results of

that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That

report is an integral part of an audit performed in accordance with Government Auditing Standards and should be

considered in assessing the results of our audit.

The management's discussion and analysis, the schedule of funding progress and the schedule of employer

contributions are not a required part the basic financial statements but are supplemental information required by

the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted

principally of inquiries of management regarding the methods of measurement and presentation of the

supplemental information. However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise

the City's basic financial statements. The financial information listed in the table of contents as supplemental

information, and the accompanying schedule of expenditures of federal awards and schedule of state financial

assistance, as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local

Governments, and Non-Profit Organizations, and the State Single Audit Guidelines issued by the Wisconsin

Department of Administration, are presented for purposes of additional analysis and are not a required part of the

basic financial statements. Such information has been subjected to the auditing procedures applied in the audit of

the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic

financial statements taken as a whole.

The information identified in the table of contents as the Introductory and Statistical Sections is presented for

purposes of additional analysis and is not a required part of the basic financial statements of the City of

Manitowoc, Wisconsin. Such information has not been subjected to the auditing procedures applied in the audit

of the basic financial statements and, accordingly, we express no opinion on it.

Certified Public Accountants

Green Bay, Wisconsin

June 19, 2009
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MANAGEMENT'S DISCUSSION

AND ANALYSIS



Management's Discussion and Analysis

As management of the City of Manitowoc, Wisconsin, we offer readers of the City of

Manitowoc's financial statements this narrative overview and analysis of the financial

activities of the City of Manitowoc, Wisconsin for the fiscal year ended December 31,

2008. We encourage readers to consider the information presented here in conjunction

with additional information that we have furnished in our letter of transmittal, which

can be found on pages 4-12 of this report.

Financial Highlights

• The assets of the City of Manitowoc exceeded its liabilities at the close of the most

recent fiscal year by $241,118,718 (net assets). Of this amount, $38,247,127

(unrestricted net assets) may be used to meet the government's ongoing obligations

to citizens and creditors.

• The net assets of governmental activities decreased $9,918,650 and business type

activities increased by $7,335,415 for a total decrease in net assets of $2,583,235.

The decrease in governmental activities is mainly attributable to the issuance of

long-term debt exceeding the principal payment on long-term debt and depreciation

expense exceeding capital outlay. The increase in business activities is mainly

attributable to positive operating results and contributions. The Wastewater

Treatment Facility decrease in net assets can be attributed to the replacement of a

major lift station while the Transit System reduction was the result of an increase in

operating expenses and a reduction in program revenues.

• As of the close of the current fiscal year, the City of Manitowoc's governmental

funds and fiduciary funds reported combined ending fund balances of $12,689,818

a decrease of $1,262,638 in comparison with the prior year. Approximately 94.1

percent of this amount, $11,939,932, is available for spending at the government's

discretion (unreservedfund balance).

• At the end of the current fiscal year, unreserved fund balance for the general fund

was $5,601,205, or 20.3 percent of total general fund expenditures.

• The City of Manitowoc's total debt increased by $176,327 (.01 percent) during the

current fiscal year. The factors in this increase were the issuance of $9,260,000 in

general obligation bonds and notes, retirement of outstanding general obligation

bonds and notes amounting to $4,977,735, and retirement of outstanding revenue

bonds amounting to $4,105,938.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of

Manitowoc's basic financial statements. The City of Manitowoc's basic financial

statements comprise three components: 1) government-wide financial statements, 2)

fund financial statements, and 3) notes to the financial statements. This report also
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contains other supplementary information in addition to the basic financial statements

themselves.

Government-wide financial statements. The government-wide financial statements

are designed to provide readers with a broad overview of the City of Manitowoc's

finances, in a manner similar to a private-sector business.

The statement ofnet assets presents information on all the City of Manitowoc's assets

and liabilities, with the difference between the two reported as net assets. Over time,

increases or decreases in net assets may serve as a useful indicator of whether the

financial position of the City of Manitowoc is improving or deteriorating.

The statement of activities presents information showing how the government's net

assets changed during the most recent fiscal year. All changes in net assets are reported

as soon as the underlying event giving rise to the change occurs, regardless of the

timing ofrelated cashflows. Thus, revenues and expenses are reported in this statement

for some items that will only result in cash flows in the future fiscal periods (e.g.,

uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of

Manitowoc that are principally supported by taxes and intergovernmental revenues

(governmental activities) from other functions that are intended to recover all or a

significant portion of their costs through user fees and charges (business-type

activities). The governmental activities of the City of Manitowoc include general

government, public safety, public works, health and human services, conservation and

development, and culture and recreation. The business-type activities of the City of

Manitowoc include the Manitowoc Public Water, Electric, Steam, and Broadband

Utility, a Wastewater Treatment Plant, and a Transit System.

The government-wide financial statements include the City of Manitowoc itself

(known as the primary government). The Water, Electric, Steam, and Broadband

Utility are managed by an independent commission, but are departments of the City of

Manitowoc, and therefore have been included as an integral part of the primary

government.

The government-wide statements can be found in the financial section of this report

immediately following management's discussion and analysis.

Fund financial statements. A fund is a grouping of related accounts that is used to

maintain control over resources that have been segregated for specific activities or

objectives. The City of Manitowoc, like other state and local governments, uses fund

accounting to ensure and demonstrate compliance with finance-related legal

requirements. All of the funds of the City of Manitowoc can be divided into three

categories: governmental funds, proprietary funds, and fiduciary funds.
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Governmentalfunds. Governmentalfunds are used to account for essentially the same

functions reported as governmental activities in the government-wide financial

statements. However, unlike the government-wide financial statements, governmental

fund financial statements focus on near-term inflows and outflows of spendable

resources, as well as on balances of spendable resources available at the end of the

fiscal year. Such information may be useful in evaluating a government's near-term

financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide

financial statements, it is useful to compare the information presented for governmental

funds with similar information presented for governmental activities in the

government-wide financial statements. By doing so, readers may better understand the

long-term impact of the government's near-term financing decisions. Both the

governmental fund balance sheet and the governmental fund statement of revenues,

expenditures, and changes in fund balances provide a reconciliation to facilitate this

comparison between governmentalfunds and governmental activities.

The City of Manitowoc maintains 46 individual governmental funds. Information is

presented separately in the governmental fund balance sheet and in the governmental

fund statement of revenues, expenditures, and changes in fund balances for the general

fund and the debt service fund, which are being considered major governmental funds.

Data from the other 44 governmental funds are combined into a single, aggregated

presentation. Individual fund data for each of these nonmajor governmental funds is

provided in the form of combining statements elsewhere in this report.

The City of Manitowoc adopts an annual appropriated budget for the general fund, debt

service fund and certain special revenue and capital project funds. A budgetary

comparison statement has been provided for each of these funds to demonstrate

compliance.

The basic governmental fund financial statements can be found in the financial section

of this report immediately following the government-wide financial statements.

Proprietaryfunds. The City of Manitowoc maintains two different types of proprietary

funds. Enterprise funds are used to report the same functions presented as business-

type activities in the government-wide financial statements. The City of Manitowoc

uses enterprise funds to account for the Manitowoc Public Electric, Water, Steam, and

Broadband Utility, Wastewater Treatment Plant, and the Transit System. Internal

servicefunds are an accounting device used to accumulate and allocate costs internally

among the City of Manitowoc's various functions. The City of Manitowoc uses

internal service funds to account for its data processing, health self-insurance, and

liability self-insurance. Because these services predominately benefit governmental

rather than business-type functions, they have been included within governmental

activities in the government-wide financial statements.
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Proprietary funds provide the same type of information as the government-wide

financial statements, only in more detail. The proprietary fund financial statements

provide separate information for the Manitowoc Public Water, Electric, Steam, and

Broadband Utility, the Wastewater Treatment Plant and Transit System, all are

considered to be major funds of the City of Manitowoc. Conversely, the internal

service funds are combined into a single, aggregated presentation in the proprietary

fund financial statements. Individual fund data for the internal service funds is

provided in the form of combining statements elsewhere in the report.

The basic proprietary fund financial statements can be found in the financial section of

this report immediately following the basic governmental fund financial statements.

Fiduciaryfunds. Fiduciary funds are used to account for resources held for the benefit

of parties outside the government. Fiduciary funds are not reflected in the government-

wide financial statement because the resources of those funds are not available to

support the City of Manitowoc's own programs. The accounting used for fiduciary

funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found in the financial section of

this report immediately following the proprietary fund financial statements.

Notes to the financial statements. The notes provide additional information that is

essential to a full understanding of the data provided in the government-wide and fund

financial statements. The notes to the financial statements can be found immediately

following the fiduciary fund financial statements.

Other supplemental information. In addition to the basic financial statements and

accompanying notes, this report presents the combining statements referred to earlier in

connection with nonmajor governmental funds, nonmajor enterprise fund and internal

service funds. Also included is information on capital assets used in the operation of

government funds. Combining and individual fund statements and schedules can be

found immediately following the notes to the financial statements.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's

financial position. In the case of the City of Manitowoc, assets exceeded liabilities by

$241,118,718 at the close of the most recent fiscal year.

By far the largest portion of the City of Manitowoc's net assets (78.3 percent) reflects

its investments in capital assets (e.g., land, buildings, machinery and equipment, and

infrastructure), less accumulated depreciation and any related debt used to acquire

those assets that are still outstanding. The City of Manitowoc uses these capital assets

to provide services to citizens; consequently, these assets are not available for future

spending. Although the City of Manitowoc's investment in its capital assets is reported
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net of related debt, it should be noted that the resources to repay the debt must be

provided from other sources, since the capital assets themselves cannot be used to

liquidate these liabilities.

City of Manitowoc's Net Assets

Governmental Business-type

Activities Activities

Total

2008 2007 2008 2007 2008 2007

Current and

other assets

Capital assets

Total assets

Long-term

liabilities outstanding

Other liabilities

Total liabilities

Net assets:

Invested in capital

assets, net of

related debt

Restricted

Unrestricted

Total net assets

$67,686,585

141.122,413

208,808,998

81,251.796

47.340.391

128.592,187

85,055,705

(4,838,894)

$80,216,811

$67,921,000

144,013,628

211.934,628

76,378,764

45,420,403

121,799,167

84,351,471

5,783,990

$90,135,461

$70,345,024

201,638,840

271,983,864

100,168,529

10,913,428

111,081,957

103,680,120

14,135,766

43,086,021

$160,901,907

$61,94430

206,802,519

268,746,809

100,774,168

14,406,149

115,180317

107,018,216

13,527,007

33,021,269

$153,566,492

$138,031,609

342,761,253

480,792,862

181,420325

58,253,819

239,674,144

188,735,825

14,135,766

38,247,127

$241,118,718

$129,86530

350,816,147

480,681,437

177,152,932

59,826,552

236,979,484

191,369,687

13,527,007

38.805,259

$243,701,953

An additional portion of the City of Manitowoc's net assets (5.9 percent) represents

resources that are subject to external restrictions on how they may be used. The

remaining balances of unrestricted net assets ($38,247,127) may be used to meet the

government's ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City of Manitowoc is able to report positive

balances in all three categories of net assets, both for the government as a whole, as

well as for its separate governmental and business-type activities. The same situation

held true for the prior fiscal year.

Governmental activities. Property taxes increased by $1,708,655 (14.2 percent)

during the year. Property tax increases were levied for general purposes ($937,237),

debt service ($508,721), special revenue funds ($46,928), and capital projects

($215,769). For the most part, increases in expenses closely paralleled inflation and

growth in the demand for services.

The net assets of governmental activities decreased by $9,918,650. This decrease is

mainly attributable to the issuance of long-term debt exceeding the principal payment

on long-term debt and depreciation expense exceeding capital outlay for 2008. Key

elements of this decrease are shown on the chart found on the following page.
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City of Manitowoc's Changes in Net Assets

Governmental Business-type

Activities Activities

Total

2008 2007 2008 2007 2008 2007

Revenues:

Program revenues:

Charges for services

Operating grants and contributions

Capital grants and contributions

General revenues:

Property taxes

Other taxes

Grants and contributions not

Restricted to specific programs

Other

Total revenues

Expenses:

General government

Public safety

Public works

Health and human services

Culture and recreation

Conservation and development

Interest on long-term debt

Water

Electric

Steam

Broadband

Sewer

Transit

Total expenses

Increase in net assets before transfers

Transfers

Change in net assets

Net assets-1/1

Net assets-12/31

$5,615,897

3,975,594

1,448,952

13,774,903

493,192

6,724,262

2,722,773

34,755,573

4,307,042

15,193,488

12,831,693

523,071

6,337,825

5,951,961

3,017,661

m

m

m

.

m

48,162,741

(13,407,168)

3.488,518

(9,918,650)

90,135,461

80,216,811

$5,197,492

4,129,199

3,272,031

12,066,248

603,072

6.510,348

2,796,157

34,574,547

3,254,368

14,269,506

14,166,272

475,799

6,127,795

2,148,368

2,903,283

m

43,345,391

(8.770,844)

3,057,847

(5,712,997)

95.848,458

90,135,461

$75,864,566

1,955.205

827,710

_

1,339,077

79,986,558

_

m

5,665,651

48,273,428

3,726,855

121.311

8,898,944

2,476,436

69,162,625

10,823.933

(3,488.518)

7,335,415

153.566,492

160.901.907

$70,974,612

1,975,526

1,962,388

_

1.868.424

76,780,950

m

m

4.624,516

47,521,200

3,636,524

112,275

5,575,906

2,202,062

63,672,483

13.108.467

(3,057,847)

10,050,620

143,515,872

153,566.492

$81,480,463

5,930,799

2,276,662

13,774,903

493,192

6,724,262

4,061,850

114,742,131

4,307,042

15,193,488

12,831,693

523.071

6,337,825

5,951,961

3,017,661

5,665,651

48,273,428

3,726,855

121,311

8.898,944

2,476,436

117,325,366

(2,583,235)

m

(2,583,235)

243,701.953

241,118.718

$76,172,104

6,104,725

5,234,419

12,066,248

603,072

6.510.348

4.664,581

111,355,497

3,254,368

14,269,506

14,166,272

475,799

6,127,795

2,148,368

2,903,283

4,624,516

47.521,200

3,636,524

112,275

5,575.906

2,202,062

107,017,874

4,337,623

4,337,623

239.364,330

243,701,953
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Business-type activities. Business-type activities increased the City ©fManitowoc's

net assets liy $7,335,415. Key elements of lliis increase are as follows.

• The Water Utility increased net assets by SI.107.436.

• The Electric Utility increased aet assets by $8.115,414.

• The Steam Utility increased net assets by $772,400.

• The Broadband Ulilitv increased net assets by SI SI. 596.

• The Wastewaler Treatment Plant decreased net assets by £2,526,768,

• The Transit System decreased net assets by $314,663.

The increases in net assets above were due to positive operating results and

contributions. The Wastewater Treatment Facility decrease in net assets can be

attributed to the replacement of a major Hit station while the Transit System reduction

was the result of an increase in operating expenses and a reduction in program

revenues.

Expenses and Program Revenues - Business-Type Activities
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Financial Analysis of the Government's Ponds

As noted earlier, the City of Manitowoc uses I'uiul accounting to ensure and

demonstrate compliance with finance-related legal requirements.

Governmentalfunds. I he locus of the City of Manitowoe's governmental funds is to

provide information on near-term inflows, outflows, and balances of" spendable

resources, Such information is useful in assessing the Cily of Manitmvoc's financing

requirements. In particular, unreservedjwul balance may serve as a useful measure of

a government's net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Manilowoc's govemmenlal funds

aad fiduciary funds reported combined ending fund balances of SI2.689.SIK. a

decrease of SL262.63.S in comparison with the prior year. Approximately 94.1 percent

of this total amount (SI l.t>3t>.(>32) constitutes unreserved fund balance, which is

available for spending at the government's discretion. The remainder of the fund

balance is reserved to indicate thai it is not available for new spending because it has

already been com mil led 1) for delinquent special assessments held by County

($380*556). 2) for inventories ($345,715). and 3) for endowments ($23,615).

The general fund is the chief operating fund of the City of Manitowoc. At the end of

the current fiscal year, unreserved fund balance of the general fund was S5.601.205.

while total fund balance reached $6327,476. As a measure of the general fund's
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liquidity, it may be useful to compare both unreserved fund balance and total fund

balance to total fund expenditures. Unreserved fund balance represents 20.3 percent of

total general fund expenditures, while total fund balance represents 22.9 percent of that

same amount.

The fund balance of the City of Manitowoc's general fund increased by $550,533

during the current fiscal year. This was the result of increased positive revenue and

expenditure budget variances.

The debt service fund does not carry a fund balance. The City levies a property tax for

debt service at the beginning of the current fiscal year for the payment of debt service.

Revenues to help offset the tax are realized from transfers from other funds and interest

earned.

Proprietary funds. The City of Manitowoc's proprietary funds provide the same type

of information found in the government-wide financial statements, but in more detail.

Unrestricted net assets at the end of the year amounted to the following:

• Water Utility $2,104,338

• Electric Utility $31,413,513

• Steam Utility $503,144

• Broadband Uti 1 ity $3 7,646

• Wastewater Treatment Plant $8,073,150

• Transit System $954,230

Other factors concerning the finances of these funds have already been addressed in the

discussion of the City of Manitowoc's business-type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were an increase

in appropriations of $268,948 and can be briefly summarized as follows.

• $268,948 allocated from prior year end unreserved designation for current year

expenditures.

Actual revenues exceeded budgeted revenues by $699,655 primarily from increased

investment earnings of $330,186, license and permit revenues of $160,850, and public

charges for services of $192,447.

Actual expenditures were less than budgeted expenditures by $665,917 primarily from

savings generated by general government expenses of $308,112, and public safety

expenditures of $459,766.
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Capital Asset and Debt Administration

Capital assets. The City of Manitowoc's investment in capital assets as of

December 31, 2008, for its governmental activities amounted to $141,122,413 and

business type activities amounted to $201,638,840 for total capital assets of

$342,761,253 (net of accumulated depreciation). This investment in capital assets

includes land, buildings and improvements, machinery and equipment, roads, sewers,

and bridges.

Major capital asset events during the current fiscal year included the following:

Governmental Activities:

• Land acquisition of $ 118,000

• Infrastructure construction (streets and sewers) of $2,733,638

• Machinery and equipment acquisitions totaling $1,153,464

Business-Type Activities:

• Construction in Progress of $2,018,912

• Buildings totaling $212,361

• Improvements other than buildings $ 1,522,660

• Machinery and equipment acquisitions totaling $228,796.

City of Manitowoc's Capital Assets

(net of depreciation)

Governmental Aclivities Business-type Activities Total

2008 2007 2008 2007 2008 2007

Land

Buildings

Improvements

other than

buildings

Machinery and

Equipment

Infrastructure

Construction

In progress

Total

$7,117,918

20,400,817

6,552,269

107,051,409

$141,122,413

$7,045,818

20,933,388

6,502,382

109,372,269

159,771

$144,013,628

$1,952,258

34,934,633

60,066,034

102,607,494

-

2,078,421

$201,638,840

$1,952,533

35,898,148

60,873,946

107,608,086

-

469,806

$206,802,519

$9,070,176

55,335,450

60,066,034

109,159,763

107,051,409

2,078,421

$342,761,253

$8,998,351

56,831,536

60,873,946

114,110,468

109,372,269

629,577

$350,816,147

Additional information on the City of Manitowoc's capital assets can be found in

note C(4) of this report's notes to the financial statements.

Long-term debt. At the end of the current fiscal year, the City of Manitowoc has total

bonded debt outstanding of $168,893,344. Of this amount, $74,113,955 comprises debt

backed by the full faith and credit of the government. The remainder of the City of

Manitowoc's debt $94,779,389 represents bonds secured solely by special revenue

sources (i.e., revenue bonds).
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City of Manitowoc's Outstanding Debt

General Obligation and Revenue Bonds

Governmental Activities Business-type Activities Total

2008 2007 2008 2007 2008 2007

General

obligation

bonds

General

obligation

notes

Revenue

Bonds

Total

$65,495,000

8,618,955

$74,113,955

$63,925,000

5,906,690

- $94,779,389

$69,831,690 $94,779,389

$98,885,327

$98,885,327

$65,495,000

8,618,955

94,779,389

$168,893,344

$63,925,000

5,906,690

98,885,327

$168,717,017

The City of Manitowoc's total debt increased by $176,327 (.01 percent) during the

current fiscal year. The factors in this increase were the issuance of $9,260,000 in

general obligation bonds and notes, retirement of outstanding general obligation bonds

and notes amounting to $4,977,735, and retirement of outstanding revenue bonds

amounting to $4,105,938.

During the current Fiscal year, the government sold the following bond issues: On May

23,2008, $3,660,000 of General Obligation Corporate Promissory Notes at an effective

interest rate of 3.48%. On June 30, 2008, $5,600,000 of General Obligation Corporate

Purpose Bonds at an effective interest rate of 3.95%.

The City of Manitowoc maintains an excellent financial rating for general obligation

debt of "Aa3" from Moody's. Moody's has rated the revenue bonds of the Electric and

Water Authority "A 1".

State statutes limit the amount of general obligation debt a government entity may

issue to 5 percent of its total equalized valuation. The current debt limitation for the

City of Manitowoc is $97,177,145, which is significantly in excess of the City of

Manitowoc's outstanding general obligation debt of $74,113,955.

Additional information on the City of Manitowoc's long-term debt can be found in

note C(7) of this report's notes to the financial statements.

Economic Factors and Next Year's Budgets and Rates

The following factors were considered in preparing the City of Manitowoc's budget for

the 2009 fiscal year.

• The unemployment rate for the City of Manitowoc is currently 6.8 percent, which

is an increase from the rate of 5.4 percent a year ago.

• Inflationary trends in the region compare favorably to the national indices.
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• The tax rate included in the budget for city services would be at the allowable level

under the State imposed levy limit; a minimum of 2% growth in net new

construction.

• Salary increases of 3% for non-represented employees and six union contracts.

• Salary increases of 5.3% for three union contracts.

• Health insurance premium increases of 8%.

• No employee layoffs in any department.

• Special Assessment revenue transfer from Capital Projects Funds to the General

Fund.

During the current fiscal year, unreserved fund balance in the general fund increased

from $5,165,148 to $5,601,205. There was a planned reduction of unreserved fund

balance for spending in the 2008 budget of $880,000, however increased investment

income of $330,186 and expenditure savings of $665,917 offset the planned reduction.

The City of Manitowoc has appropriated $1,500,000 of unreserved fund balance for

spending in the 2009 fiscal year budget. It is intended that this use of available fund

balance will assist in keeping the City tax rate one of the lowest in the State. After the

planned use of unreserved fund balance in 2009, the unreserved fund balance level is

maintained at the minimum level of 15% of expenditures according to policy.

In December 2003, the Manitowoc Public Utilities (MPU) received regulatory

approvals to proceed with construction of its Unit 9 project. This project had an

original budget of $78 million which was increased by an approximately $4,300,000

for additional needed plant improvements that presented themselves during the project.

The project was completed at the end of2006 at a final cost of $82,282,623. The Unit 9

project consisted of a new atmospheric circulating fluidized bed boiler, with gross

generating capacity of 63.3 MW. The unit 9 Project also included a steam turbine-

generator, and associated solid fuel, limestone and ash handling equipment. The

primary purpose of the Unit 9 project is to provide capacity for baseline operation.

On July 20, 2004, MPU and Central Brown County Water Authority (CBCWA)

executed an agreement for MPU to provide water to the six member communities of

Central Brown County. The six member communities are: Village of Allouez, Village

of Bellevue, City of De Pere, Village of Howard, Town of Lawrence, and Town of

Ledgeview. Construction of the project including the water distribution system, water

transmission main, and increased microfiltration plant capacity started in July 2005. All

construction expenditures are being paid by the CBCWA. Water from the new system

began flowing to the Authority member communities in 2007.

Requests for Information

This financial report is designed to provide a general overview of the City of

Manitowoc's finances for all those with an interest in the government's finances.

Questions concerning any of the financial information provided in this report or

requests for additional financial information should be addressed to the Office of the

Finance Director, 900 Quay Street, Manitowoc, Wisconsin, 54220-4543.
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ADDITIONAL INDEPENDENT AUDITORS' REPORT

FOR BASIC FINANCIAL STATEMENTS



Schenck

REPORT INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE

AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Mayor and City Council

City of Manitowoc. Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, each major

fund, and the aggregate remaining fund information of the of the City of Manitowoc, Wisconsin, as of and for the

year ended December 31, 2008, which collectively comprise the City of Manitowoc's basic financial statements

and have issued our report thereon dated June 19, 2009. We conducted our audit In accordance with auditing

standards generally accepled in Ihe United States of America and the standards applicable to financial audits

contained in Government Auditing Standards, issued by the Comptroller General of the United Stales.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Manitowoc, Wisconsin's internal control over

financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on

the financial statements, but not for the purpose of expressing an opinion of the effectiveness of the City of

Manitowoc, Wisconsin's internal control over financial reporting. Accordingly, we do not express an opinion on

the effectiveness of the City of Manilowoc, Wisconsin's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees, in

the normal course of performing their assigned functions, to prevent or delect misslalements on a timely basts. A

significant deficiency is a control deficiency, or combination of conlrol deficiencies, thai adversely affects the

entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that a misstatement of the entity's

financial statements that is more than inconsequential will not be prevented or detected by the entity's internal

conlrol over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than

a remote likelihood lhal a material misstatement of the financial statements will not be prevented or detected by

the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first

paragraph of this section and would not necessarily identify all deficiencies in internal control that might be

significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over

financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Manitowoc, Wisconsin's financial statements

are free of material misstatement, we performed tests of its compliance with certain provisions of laws,

regulations, contracts and grant agreements, noncompliance with which could have a direct and material effect on

the determination of basic financial statement amounts. However, providing an opinion on compliance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of

our tests disclosed no instances of noncompliance or other matters that are required to be reported under

Government Auditing Standards.

This report is intended solely for the information and use of the Mayor and City Council, and is not intended to be

and should not be used by anyone other than these specified parties.

Certified Public Accountants

Green Bay, Wisconsin

June 19, 2009
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FEDERAL AWARDS AND

STATE FINANCIAL ASSISTANCE



Schenck

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR

FEDERAL AND STATE PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

AND STATE SINGLE AUDIT GUIDELINES

To the Mayor and City Council

City of Manitowoc, Wisconsin

CompliancB

We have audited the compliance of the City of Manitowoc with the types of compliance requirements described in

the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement and the State Single

Audit Guidelines issued by the Wisconsin Department of Administration that are applicable to each of its major

federal and state programs for the year ended December 31, 2008. The City of Manitowoc, Wisconsin's major

federal and state programs are identified in the summary of auditors" results section of (he accompanying

schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and

grants applicable to each of its major federal and state programs is the responsibility of the City of Manilowoc's

management. Our responsibility is to express an opinion on the City of Manitowoc's compliance based on our

audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United

States of America; the standards applicable to financial audils contained in Government Auditing Standards,

issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local

Governments, and Non-ProFit Organizations and the State Single Audit Guidelines issued by the Wisconsin

Department of Administration. Those standards, guidelines and OMB Circular A-133 require that we plan and

perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance

requirements referred to above that could have a direct and material effect on a major federal and state program

occurred. An audit includes examining, on a test basis, evidence about the City of Manitowoc's compliance with

those requirements and performing such other procedures as we considered necessary in the circumstances. We

believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal

determination of the City of Manitowoc's compliance with those requirements.

In our opinion, the City of Manitowoc complied, in all material respects, with the requirements referred to above

that are applicable to each of its major federal and slate programs for the year ended December 31, 2008.

Internal Control Over Compliance

The management of the City of Manitowoc is responsible for establishing and maintaining effective internal control

over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal and state

programs. In planning and performing our audit, we considered the City of Manitowoc's internal control over

compliance with the requirements that could have a direct and material effect on a major federal and state

program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,

but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.

Accordingly, we do not express an opinion on the effectiveness of the City of Manitowcc internal control over

compliance.
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A control deficiency in an entity's internal control over compliance exists when the design or operation of a control

does not allow management or employees, in the normal course of performing their assigned functions, to prevent

or detect noncompliance with a type of compliance requirement of a federal and state program on a timely basis.

A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the

entity's ability to administer a federal and state program such that there is more than a remote likelihood that

noncompliance with a type of compliance requirement of a federal and state program that is more than

inconsequential will not be prevented or detected by the City of Manitowoc's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than

a remote likelihood that material noncompliance with a type of compliance requirement of a federal and state

program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph

of this section and would not necessarily identify all deficiencies in the entity's internal control that might be

significant deficiencies or material weaknesses as defined above. We did not identify any deficiencies in internal

control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of, management, the City Council, others within the

entity, and federal and state awarding agencies and pass-through entities and is not intended to be and should

not be used by anyone other than these specified parties.

Certified Public Accountants

Green Bay, Wisconsin

June 19,2009
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CITY OF MANITOWOC, WISCONSIN

Schedule of Federal and State Expenditures

For the Year Ended December 31,2008

Grantor Agency/Pass-through Agency/

Grant Title, Project Grant Year or Title

Federal

CFDA/

State ID

Number

Accrued

(Deferred)

Revenue

1/1/08 Expenditures Receipts

Accrued

(Deferred)

Revenue

12/31/08

FEDERAL PROGRAMS

U.S. DEPARTMENT OF JUSTICE

Passed through Wisconsin Office of Justice Assistance

National Criminal History Improvement Program

Project #3337 16.554 $

U.S. DEPARTMENT OF TRANSPORTATION

Passed through Wisconsin Department of Transportation

Urban Mass Transit Capital Assistance

Section 5307 Assistance CMAQ

Project #WI-85-X002

Project #WI-85-X001

Small Urban Operating Assistance

2006

2007

2008

Highway Safety Contract

Project #0938-41-51

Project #0938-44-14

Total U.S. Department of Transportation

TOTAL FEDERAL PROGRAMS

STATE PROGRAMS

WISCONSIN DEPARTMENT OF NATURAL RESOURCES

Urban Forestry

UFB 882-08

WISCONSIN DEPARTMENT OF TRANSPORTATION

Urban Mass Transit Operating Assistance 395.104

Contract 2006

Contract 2008

Harbor Assistance Program 395.128

Project #0495-01-54

Total Wisconsin Department of Transportation

TOTAL STATE PROGRAMS

13,236 $ $ 13.236

20.500

20.507

20.507

20.600

61,028

151,700

6,435

471,230

690,393

$ 690.393 $

12,500

-

-

-

702.824

17,814

3,398

736,536

749.772

61.028

.

151.700

6.435

471,230

517,302

17,814

3,398

1,228.907

$ 1.228.907

12,500

-

-

-

185,522

-

-

198,022

$ 211.258

25.000 $ $ 25,000

45.428

649.673

45.428

596.264 53.409

$

422,050

467,478

467,478 $

-

649,673

674.673 $

422.050

1.063.742

1.063.742 $

-

53.409

78.409

The notes to the schedule of federal and state expenditures are an integral part of this schedule.
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CITY OF MANITOWOC, WISCONSIN

Notes to the Schedule of Federal and State Expenditures

December 31,2008

NOTE A - BASIS OF PRESENTATION

In accordance with audit requirements issued by the Office of Management and Budget (OMB) Circular A-133

and the State Single Audit Guidelines issued by the Wisconsin Department of Administration, supplemental

information is presented by the City in regard to federal and state financial assistance programs administered by
the City.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Revenues and expenditures in the schedule are presented in accordance with the modified accrual basis of

accounting and are generally in agreement with revenues and expenditures reported in the City's 2008 basic

financial statements. Local share in the schedule represents the difference between program expenditures and

associated federal and state revenues recorded on the City's basic financial statements for 2008. Therefore

local share includes both local revenues and adjustments applicable to prior and future years because of the

modified accrual basis of accounting used for recording revenues and expenditures. Accrued revenue at year-

end consists of federal and state program expenditures scheduled for reimbursement to the City in the

succeeding year while deferred revenue represents advances for federal and state programs that exceed

recorded City expenditures.

Federal Programs: The City of Manitowoc qualifies as a low risk auditee in accordance with paragraph 530 of

OMB Circular A-133. Therefore major programs, as identified in Section I of the Schedule of Findings and

Questioned Costs, represent those with combined expenditures exceeding 25% of total federal awards that also

were deemed major programs based on the auditor's risk assessment. All other federal programs are

considered nonmajor programs.

State Programs: Major programs represent state assistance programs with expenditures of $100,000 or more

and other state programs classified as major in the State Single Audit Guidelines. All other state assistance

programs required to be included in the Schedule of State Financial Assistance in accordance with Appendix H

of the State Single Audit Guidelines are nonmajor programs.

NOTE C - COGNIZANT AGENCIES

The Federal oversight agency for the City is the U.S. Department of Transportation.

The State cognizant agency for the City is the Wisconsin Department of Transportation.
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CITY OF MANITOWOC, WISCONSIN

Schedule of Findings and Questioned Costs

Year Ended December 31,2008

Section I - Summary of Auditors' Results

Basic Financial Statements

Type of auditors' report issued: Unqualified

Internal control over financial reporting:

• Material weakness(es) identified? No

• Significant deficiencies) identified that is not

considered to be a material weakness? None Reported

Noncompliance material to basic financial statements noted? No

Federal Awards Programs

Internal control over major program:

• Material weakness(es) identified No

• Significant deficiencies) identified that are not considered

to be material weakness(es)? None Reported

Type of auditors' report issued on compliance for major programs Unqualified

Any audit findings disclosed that are required to be reported

in accordance with Section 510(a) of Circular A-133? No

Identification of major federal program:

I CFDA Number | Name of Federal Program I

20.507 Small Urban Operating Assistance

Identification of major state programs:

I State ID Number | Name of State Program I

395.104 Mass Transit Operating Assistance

Audit threshold used to determine between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee Yes

Section II • Financial Statement Findings

There are no findings related to the basic financial statements required to be reported under governmental auditing

standards generally accepted in the United States of America for the year ended December 31,2008.

Section III - Federal Award Findings and Questioned Costs

There are no audit findings and questioned costs required to be reported under OMB Circular A-133 "Audits of

States, Local Governments, and Non-Profit Organizations" and the State Single Audit Guidelines for the year ended

December 31,2008.
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CITY OF MANITOWOC, WISCONSIN

Schedule of Prior Year Audit Findings and Corrective Action Plan

For the Year Ended December 31,2008

Prior Year Audit Findings

There were no findings or questioned costs for federal awards for the year ended December 31,2007.

Corrective Action Plan

No corrective action plan is required.
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