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INDEPENDENT AUDITOR'S REPORT 
 

 
TO:  THE OFFICIALS OF THE WATER UTILITY, CITY OF MICHIGAN CITY, LAPORTE COUNTY, INDIANA 
 
 
 We have audited the accompanying financial statements of the business-type activities of the Water 
Utility (Utility), a department of the City of Michigan City, as of and for the year ended December 31, 2006.  
These financial statements are the responsibility of the Utility's management.  Our responsibility is to express 
an opinion on these financial statements based on our audit. 
 
 We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free 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 as-
sessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinion. 
 
 As discussed in Note I, the financial statements of the Water Utility, City of Michigan City, are intended 
to present the financial position, and the changes in financial position and cash flows of only that portion of the 
business-type activities of the City of Michigan City that is attributable to the transactions of the Utility.  They 
do not purport to, and do not, present fairly the financial position of the City of Michigan City as of December 
31, 2006, and the changes in its financial position and its cash flows, where applicable, for the year then 
ended in conformity with accounting principles generally accepted in the United States of America. 
 
 In our opinion, the financial statements referred to above present fairly, in all material respects, the re-
spective financial position of the business-type activities for the Water Utility, as of December 31, 2006, and 
the respective changes in financial position and cash flows thereof for the year then ended in conformity with 
accounting principles generally accepted in the United States of America. 
 
 The Schedule of Funding Progress, as listed in the Table of Contents, is not a required part of the ba-
sic financial statements, but is supplementary information required by the Governmental Accounting Standards 
Board.  We have applied certain limited procedures, which consisted principally of inquiries of management re-
garding the methods of measurement and presentation of the required supplementary information.  However, 
we did not audit the information and express no opinion on it. 
 
 The Water Utility has not presented Management's Discussion and Analysis that the Governmental 
Accounting Standards Board has determined is necessary to supplement, although not required to be part of, 
the basic financial statements. 
 

STATE BOARD OF ACCOUNTS 
 
April 19, 2007 



Assets

Current assets:
Cash and cash equivalents 1,354,183$        
Accounts receivable (net of allowance) 498,535             
Inventories 197,986             
Loan receivable 110,558             
Prepaid items 8,457                 

Total current assets 2,169,719          

Noncurrent assets:
Restricted cash, cash equivalents and investments:

Bond and interest cash and investments 410,385             
Improvement cash and investments 2,732,736          
Customer deposits cash and investments 547,906             
Pension asset 156,540             

Total restricted assets 3,847,567          

Deferred charges 277,256             

Capital assets:
Land and construction in progress 243,265             
Other capital assets (net of accumulated depreciation) 40,832,027        

Total capital assets 41,075,292        

Total noncurrent assets 45,200,115        

Total assets 47,369,834        

Liabilities

Current liabilities:
Accounts payable 87,997               
Accrued payable and withholding payable 43,968               
Taxes payable 15,907               
Unearned revenue 22,712               
Current liabilities payable from restricted assets:

Customer deposits 528,391             
Revenue bonds payable 690,000             
Loan payable 55,000               
Accrued interest payable 158,800             

Total current liabilities 1,602,775          

Noncurrent liabilities:
Revenue bonds payable (net of unamortized deferred amount on refunding) 7,526,758          
Loan payable 6,184,916          
Advance for construction 265,911             

Total noncurrent liabilities 13,977,585        

Total liabilities 15,580,360        

Net Assets

Invested in capital assets, net of related debt 26,895,874        
Restricted for:

Debt service 958,291             
Improvements 2,732,736          
Other purposes 156,540             

Unrestricted 1,046,033          

Total net assets 31,789,474$      

The notes to the financial statements are an integral part of this statement.

WATER UTILITY
CITY OF MICHIGAN CITY

STATEMENT OF NET ASSETS
December 31, 2006
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Operating revenues:
Metered water revenue:

Residential and commercial 3,487,661$       
Industrial and governmental 1,289,361         

Fire protection revenue 677,217            
Sales for resale 370,526            
Other water revenue 246,682            

Total operating revenues 6,071,447         

Operating expenses:
Source of supply and expense:

Salaries and wages 230,301            
Fuel for power production 217,255            
Materials and supplies 24,067              
Contractual services 8,551                
Other 14,773              

Treatment expense:
Salaries and wages 230,735            
Purchased power 103,487            
Chemicals 54,435              
Materials and supplies 27,436              
Contractual services 90,976              
Other 108,181            

Transmission and distribution expense:
Salaries and wages 590,395            
Purchased power 44,167              
Materials and supplies 75,093              
Contractual services 42,682              
Transportation expense 77,088              
Other 38,257              

Customer account expense:
Salaries and wages 285,243            
Materials and supplies 72,949              
Contractual services 12,860              
Bad debt expense 8,000                
Other 2,649                

Administrative and general expense:
Salaries and wages 197,751            
Employee pensions and benefits 475,145            
Purchased power 11,761              
Materials and supplies 18,459              
Contractual services 140,213            
Transportation expense 13,632              
Insurance 68,872              
Taxes 193,407            
Depreciation 964,800            
Other 36,197              

Total operating expenses 4,479,817         

Operating income 1,591,630         

Nonoperating revenues (expenses):
Interest and investment revenue 234,908            
Loss on sale of asset (16,500)             
Miscellaneous expense (255,243)           
Interest expense (538,819)           

Total nonoperating revenues (expenses) (575,654)           

Income before contributions 1,015,976         

Capital contributions 3,703,600         

Change in net assets 4,719,576         

Total net assets - beginning 27,069,898       

Total net assets - ending 31,789,474$     

The notes to the financial statements are an integral part of this statement.

WATER UTILITY
CITY OF MICHIGAN CITY

STATEMENT OF REVENUES, EXPENSES AND OTHER CHANGES IN FUND NET ASSETS
As Of And For The Year Ended December 31, 2006
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Cash flows from operating activities:
Receipts from customers and users 6,051,959$    
Payments to suppliers and contractors (1,918,337)     
Payments to employees (1,531,195)     

Net cash provided by operating activities 2,602,427      

Cash flows from noncapital financing activities:
Proceeds from loan payments 70,993           

Cash flows from capital and related financing activities:
Capital contributions 3,703,600      
Acquisition and construction of capital assets (4,572,369)     
Principal paid on capital debt (720,000)        
Interest paid on capital debt (492,632)        
Refunds of customer advances for construction (31,921)          

Net cash used by capital and related financing activities (2,113,322)     

Cash flows from investing activities:
Interest received 234,908         

Net increase in cash and cash equivalents 795,006         

Cash and cash equivalents, January 1 
  (Including $406,926, $2,238,436 and $520,633 for the servicing of debt, capital improvements,
  and customer deposits, respectively, reported in restricted accounts) 4,250,204      

Cash and cash equivalents, December 31
  (Including $410,385, $2,732,736 and $547,906 for the servicing of debt, capital improvements,
  and customer deposits, respectively, reported in restricted accounts) 5,045,210$    

Reconciliation of operating income to net cash provided by operating activities:
Operating income 1,591,630$    

Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation expense 964,800         
Bad debt expese 8,000             
Loss on sale of asset (16,500)          
(Increase) decrease in assets:

Accounts receivable (2,467)            
Inventories 86,905           
Prepaid items (8,457)            

Increase (decrease) in liabilities:
Accounts payable (5,449)            
Accrued wages payable 3,230             
Taxes payable (2,244)            
Unearned revenue (29,859)          
Customer deposits 12,838           

Total adjustments 1,010,797      

Net cash provided by operating activities 2,602,427$    

Noncash investing, capital and financing activities:
Acquisition of construction in progress through accounts payable 13,300$         
Deletion of obsolete capital assets 31,296           
Decrease in pension asset (255,243)        

The notes to the financial statements are an integral part of this statement.

WATER UTILITY
CITY OF MICHIGAN CITY

STATEMENT OF CASH FLOWS
As Of And For The Year Ended December 31, 2006
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
 
 
 
I. Summary of Significant Accounting Policies 
 
 A. Reporting Entity 
 

The financial statements reflect only the activity of the Utility and are not intended to present fairly the 
position of the City of Michigan City (City), and the results of its operations and cash flows of its en-
terprise funds.  The Utility, whose operations are controlled by the City, represents a substantial por-
tion of the City's enterprise funds. 
 

B. Fund Financial Statements 
 
Business-type activity financial statements consist of the Statement of Net Assets; Statement of 
Revenues, Expenses and Other Changes in Fund Net Assets; and the Statement of Cash Flows.  
Business-type activities rely to a significant extent on fees and charges for support. 
 

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation 
 
The accounts of the business-type activity are maintained and the financial statements are reported 
using the economic resources measurement focus and the accrual basis of accounting.  Under the 
accrual basis of accounting, revenues are recognized when earned and expenses are recognized 
when incurred. 
 
Proprietary funds distinguish operating revenues from nonoperating items.  Operating revenues and 
expenses generally result from providing services and producing and delivering goods in connection 
with a proprietary fund's principal ongoing operations.  The principal operating revenues of the enter-
prise funds are charges to customers for sales and services.  Operating expenses for enterprise funds 
include the cost of sales and services, administrative expenses, and depreciation on capital assets.  
All revenues and expenses not meeting this definition are reported as nonoperating revenues and 
expenses. 
 

D. Assets, Liabilities and Net Assets or Equity 
 

1. Deposits and Investments 
 
The Utility's cash and cash equivalents are considered to be cash on hand, demand deposits and 
short-term investments with original maturities of three months or less from the date of acqui-
sition. 
 
State statute (IC 5-13-9) authorizes the Utility to invest in securities, including but not limited to, 
federal government securities, repurchase agreements, and certain money market mutual funds. 
Certain other statutory restrictions apply to all investments made by local governmental units. 
 
Investment income, including changes in the fair value of investments, is reported as revenue in 
the operating statement. 
 

2. Inventories and Prepaid Items 
 
All inventories are valued at cost using the first in/first out (FIFO) method.  Inventories of govern-
mental funds are recorded as expenditures when consumed rather than when purchased. 
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are 
recorded as prepaid items in both government-wide and fund financial statements. 
 

3. Restricted Assets 
 
Certain proceeds of the enterprise fund revenue bonds, as well as certain resources set aside for 
their repayment, are classified as restricted assets on the statement of net assets balance sheet 
because they are maintained in separate bank accounts and their use is limited by applicable 
bond covenants. 
 

4. Capital Assets 
 
Capital assets, which include property, plant, and equipment, are reported in the financial state-
ments. 
 
Capital assets are reported at actual or estimated historical cost based on appraisals or deflated 
current replacement cost.  Contributed or donated assets are reported at estimated fair value at 
the time received. 
 
Capitalization thresholds (the dollar values above which asset acquisitions are added to the cap-
ital asset accounts), depreciation methods and estimated useful lives of capital assets are as fol-
lows: 
 
 Capitalization 

Threshold 
Depreciation 

Method 
 Estimated 

Useful Life 
      
Improvements other than buildings $ 500  Composite rate  2% 
Buildings  500  Composite rate  2% 
Machinery and equipment  500  Composite rate  2% 
 
For depreciated assets, the cost of normal maintenance and repairs that do not add to the value 
of the asset or materially extend asset lives are not capitalized. 
 

5. Compensated Absences 
 

a. Sick Leave – Utility employees earn sick leave at the rate of 1.5 days per month.  Unused 
sick leave may be accumulated to a maximum of 180 days.  Accumulated sick leave is not 
paid to employees upon termination. 

 
b. Vacation Leave – Utility employees earn vacation leave at rates from 5 days to 20 days per 

year based upon the number of years of service.  Vacation leave does not accumulate from 
year to year. 

 
c. Personal Leave – Utility employees earn personal leave at the rate of 2 days per year.  Per-

sonal leave does not accumulate from year to year. 
 
No liability is reported for vacation, sick, and personal leave. 
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 

6. Long-Term Obligations 
 
Long-term debt and other long-term obligations are reported as liabilities in the statement of net 
assets.  Bond issuance costs and deferred loss on refunding are deferred and amortized over the 
life of the bonds using the straight-line method.  Bonds payable are reported net of the applicable 
unamortized deferred amount on refunding.  Bond issuance costs are reported as deferred 
charges and amortized over the term of the related debt. 

 
 
II. Detailed Notes on All Funds 

 
A. Deposits and Investments 

 
1. Deposits 
 

Deposits, made in accordance with Indiana Code 5-13, with financial institutions in the State of 
Indiana at year end were entirely insured by the Federal Depository Insurance Corporation or by 
the Indiana Public Deposit Insurance Fund.  This includes any deposit accounts issued or offered 
by a qualifying financial institution. 

 
2. Investments 

 
Investment Policies 
 
Indiana Code 5-13-9 authorizes the Water Utility to invest in securities backed by the full faith and 
credit of the United States Treasury or fully guaranteed by the United States of America and 
issued by the United States Treasury, a federal agency, a federal instrumentality, or a federal 
government sponsored enterprise.  Indiana Code also authorizes the unit to invest in securities 
fully guaranteed and issued by a federal agency, a federal instrumentality or a federal government 
sponsored enterprise.  These investments are required by statute to have a stated final maturity 
of not more than two years. 
 
Indiana Code also provides for investment in money market mutual funds that are in the form of 
securities of, or interest in, an open-end, no-load, management-type investment company or in-
vestment trust registered under the provision of the federal Investment Company Act of 1940, as 
amended.  Investments in money market mutual funds may not exceed 50% of the funds held by 
the Water Utility and available for investment.  The portfolio of an investment company or in-
vestment trust used must be limited to direct obligations of the United States of America, obliga-
tions issued by a federal agency, a federal instrumentality, or a federal government sponsored 
enterprise; or repurchase agreements fully collateralized by direct obligations of the United States 
of America or obligations issued by a federal agency, a federal instrumentality, or a federal gov-
ernment sponsored enterprise.  The form of securities of, or interest in, an investment company or 
investment trust must be rated as AAA, or its equivalent by Standard and Poor's Corporation or its 
successor or Aaa, or its equivalent, by Moody's Investors Service, Inc., or its successor.  The 
form of securities in an investment company or investment trust should have a stated final matur-
ity of one day. 
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
Additionally, the Water Utility may enter into repurchase agreements with depositories designated 
by the State Board of Finance as depositories for state deposits involving the unit's purchase and 
guaranteed resale of any interest-bearing obligations issued or fully insured or guaranteed by the 
United States of America, a United States of America government agency, an instrumentality of 
the United States of America, or a federal government sponsored enterprise.  The repurchase 
agreement is considered to have a stated final maturity of one day.  This agreement must be fully 
collateralized by interest-bearing obligations as determined by their current market value. 
 
Interest Rate Risk 
 
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 
investment.  The Water Utility must follow state statute and limit the stated final maturities of the 
investments to no more than two years. 

 
B. Loan Receivable 

 
On March 21, 2003, the Water Utility entered into a water service agreement with the Town of Long 
Beach (Town), whereby the Town agreed to purchase water from the Water Utility.  Upgrades in the 
Town's distribution system were necessary in order to receive and distribute the needed water.  The 
Water Utility agreed to advance the funds needed to finance the upgrades.  On May 19, 2003, the 
Water Utility loaned the Town $350,000 at 3% interest to be repaid in 60 monthly installments.  At 
December 31, 2006, the outstanding loan receivable was $110,558. 
 

C. Capital Assets 
 
Capital asset activity for the year ended December 31, 2006, was as follows: 
 

 

Beginning Ending
Balance Increases Decreases Balance

Capital assets, not being depreciated:
Land 91,291$           -$                 -$                 91,291$          
Construction in progress 154,013         2,573,665   2,575,704    151,974         

Total capital assets, not
being depreciated 245,304         2,573,665   2,575,704    243,265         

Capital assets, being depreciated:
Improvements other than buildings 23,091,407      4,118,287     -                   27,209,694     
Buildings 20,302,044      -                   -                   20,302,044     
Machinery and equipment 4,817,149      472,621      31,296         5,258,474      

Totals 48,210,600    4,590,908   31,296         52,770,212     
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 

 
D. Construction Commitments 

 
Construction work in progress is composed of the following: 
 

 
E. Leases 

 
Operating Leases 

 
The Utility has entered into an operating lease having an initial or remaining noncancelable term 
exceeding one year for a folder inserter machine.  Rental expenditures for this lease were $3,767.  
The following is a schedule by years of future minimum rental payments as of December 31, 2006: 

 

 

Total Expended to
Project December 31,

Project Authorized 2006 Committed

On shore intake project phase II 1,561,000$   37,329$             1,523,671$   
Michiana Shores water main extension 1,081,751   114,645            967,106       

Totals 2,642,751$  151,974$           2,490,777$   

2007 3,767$       
2008 3,767         
2009 2,197       

Total 9,731$      

Beginning Ending
Balance Increases Decreases Balance

Capital assets, being depreciated (continued):
Less accumulated depreciation for:

Improvements other than buildings 6,660,359        461,828         -                     7,122,187        
Buildings 3,511,767        406,041         -                     3,917,808        
Machinery and equipment 816,055           96,931           14,796           898,190           

Totals 10,988,181      964,800         14,796           11,938,185      

Total capital assets, being
depreciated, net 37,222,419      3,626,108      16,500           40,832,027      

Total capital assets, net 37,467,723$    6,199,773$    2,592,204$    41,075,292$    
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
F. Long-Term Liabilities 
 

1. Revenue Bonds 
 
The Utility issues bonds to be paid by income derived from the acquired or constructed assets. 
Revenue bonds outstanding at year end are as follows: 
 

 
Revenue bonds debt service requirements to maturity are as follows: 
 

 
2. Loan Payable 

 
The Utility has entered into a State Revolving Fund Loan.  Annual debt service requirements to 
maturity for the loan are as follows: 
 

 

Interest
Purpose Rates Amount

2004 Waterworks refunding revenue bond 3% to 3.75 % 8,515,000$     

Year Ended
December 31 Principal Interest

2007 690,000$        310,369$        
2008 715,000          290,269          
2009 735,000          269,419          
2010 775,000          247,362          
2011 800,000          195,369          
2012-2016 4,520,000       522,888          
2017 280,000        5,250            

Totals 8,515,000$    1,840,926$    

Year Ended
December 31 Principal Interest

2007 55,000$       180,595         
2008 50,000         179,000         
2009 50,000         177,550         
2010 40,000         176,173         
2011 40,000         175,013         
2012-2016 155,000       859,983         
2017-2022 5,849,916    542,432         

Totals 6,239,916$  2,290,746$    
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
3. Advance Refunding 
 

In prior years, the Utility defeased certain revenue and other bonds by placing the proceeds of 
new bonds in an irrevocable trust to provide for all future debt service payments of the old bonds. 
Accordingly, the trust account assets and the liability for the defeased bonds are not included in 
the Utility's financial statements.  At December 31, 2006, $8,820,000 of the 1995 revenue bonds 
outstanding were considered defeased. 
 

4. Changes in Long-Term Liabilities 
 
Long-term liability activity for the year ended December 31, 2006, was as follows: 
 

 
 
III. Other Information 

 
A. Risk Management 
 

The Utility is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; job related illnesses or injuries to employees; medical benefits to 
employees, retirees, and dependents (excluding postemployment benefits); and natural disasters. 
 
The risks of torts; theft of, damage to, and destruction of assets; errors and omissions; job related 
illnesses or injuries to employees; and natural disasters are covered by commercial insurance from 
independent third parties.  Settled claims from these risks have not exceeded commercial insurance 
coverage for the past three years.  There were no significant reductions in insurance by major 
category of risk.   
 

Due
Beginning Ending Within
Balance Additions Reductions Balance One Year

Revenue bonds payable:
Water Utility 9,175,000$     -$              660,000$      8,515,000$     690,000$   
Less deferred amount

on refunding 327,578          -                29,336          298,242          -                 

Total revenue
bonds payable 8,847,422       -                630,664        8,216,758       690,000     

Loans payable 6,299,916       -                60,000          6,239,916       55,000       
Advances for construction 297,831          -                31,920          265,911          -                 

Total long-term liabilities 15,445,169$   -$              722,584$      14,722,585$   745,000$   
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
Medical Benefits to Employees and Dependents 
 
The Utility has chosen to participate in a risk financing fund of the City of Michigan City for risks asso-
ciated with medical benefits to employees and dependents.  The risk financing fund is accounted for 
in the City's Employee Health and Life Insurance Fund, an internal service fund, where assets are set 
aside for claim settlements.  An excess policy through commercial insurance covers individual claims 
in excess of $100,000 per year.  Settled claims resulting from this risk did not exceed commercial 
insurance coverage in the past three years.  A premium is charged to each fund that accounts for 
payroll expenditures.  The total charge allocated to each of the funds is calculated using trends in ac-
tual claims experience.  Provisions are also made for unexpected and unusual claims. 
 
Claim expenditures and liabilities of the fund are reported when it is probable that a loss has occurred 
and the amount of the loss can be reasonably estimated.  These losses include an estimate of claims 
that have been incurred but not reported (IBNRs).  

 
Information to segregate the assets and liabilities figures between the City, Utilities, and the Port 
Authority is not available and therefore considered an obligation of the City.  Thus, claim liabilities 
cannot be reasonably estimated for the Sanitary District separate from the City. 
 

B. Subsequent Events 
  
 In 2007, the Water Utility Board of Directors awarded the Phase II On-Shore Intake Placement Project 
 to Woodruff and Sons in the amount of $2,054,325. 

 
C. Rate Structure 
 

The current rate structure was approved by the Indiana Utility Regulatory Commission on March 31, 
2004.  The Utility has 12,311 customers. 

 
D. Pension Plan 
 

Plan Description 
 
The Utility has a defined contribution pension plan administered by McKready and Keene, Inc., as 
authorized by Indiana Code 8-1.5-3-7.  The plan provides retirement, disability, and death benefits to 
plan members and beneficiaries.  The plan was established by written agreement between the gov-
erning board of the Utility and the Plan Administrator.  The Plan Administrator issues a publicly avail-
able financial report that includes financial statements and required supplementary information of the 
plan.  That report may be obtained by contacting: 
 

McKready and Keene, Inc. 
7941 Castleway Drive 
P.O. Box 50460 
Indianapolis, IN  46250-0460 
Ph. (317) 849-4333 
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WATER UTILITY 
CITY OF MICHIGAN CITY 

NOTES TO FINANCIAL STATEMENTS 
(Continued) 

 
 
Funding Policy and Annual Pension Cost 
 
The contribution requirements of plan members are established by the written agreement between the 
governing board of the Utility and the Plan Administrator.  Plan members are required to contribute 
3% of the annual covered salary.  The Utility is required to contribute at an actuarially determined rate. 
The current rate is 0% of annual covered payroll.  Employer and employee contributions to the plan 
were $0 and $47,130, respectively. 

 
Actuarial Information for the Above Plan 

 

 
Contribution rates:  

Utility 0% 
Plan members 3% 

Actuarial valuation date 01-01-07 
Actuarial cost method Frozen initial liability 
Amortization method Ten year level funding 
Amortization period N/A 
Asset valuation method Market value 

 
N/A = Not available 

 
  

Actuarial Assumptions  
  
Investment rate of return 6% 
Projected future salary increases 4% 

 
Three Year Trend Information 

 
  

 
Year Ending

Annual 
Pension Cost

(APC) 

Percentage
of APC 

Contributed

Net 
Pension 

Obligation 
      
Utility Pension Plan 12-31-04 $ 1,982 N/A $ 160,431* 
 12-31-05  1,957 N/A  158,474* 
 12-31-06  1,934 N/A  156,540* 

 
*The Net Pension Obligation (NPO) was adjusted by McKready and Keene, Inc., to account for prior years 
reported in error. 
 
N/A = Not available 
 

Utility
Pension

Increase in net pension obligation 255,243$       
Net pension obligation, beginning of year (411,783)        

Net pension obligation, end of year (156,540)$      



Water Utility Pension Plan
Excess

Actuarial AAL as a
Actuarial Accrued Excess of Percentage

Actuarial Value of Liability Assets Over Funded Covered of Covered
Valuation Assets (AAL) AAL Ratio Payroll Payroll

Date (a) (b) (a-b) (a/b) (c) ((a-b)/c)

01-01-05 7,729,512$    2,976,709$    4,752,803$    260% 1,463,101$    325%
01-01-06 7,897,062      3,353,155      4,543,907      236% 1,489,584      305%
01-01-07 8,341,097      3,640,098      4,700,999      229% 1,651,726      285%

CITY OF MICHIGAN CITY
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WATER UTILITY 
CITY OF MICHIGAN CITY 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on May 3, 2007, with Larry J. Jordan III, President of the 
Utility Board of Directors; Randall E. Russell, Superintendent; Ronald Plamowski, Office Manager; and John J. 
Schaefer, Controller.  Our audit disclosed no material items that warrant comment at this time. 
 




