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May 15, 2008 
 
 
Members of the City of Carmel Common Council: 
 
We are pleased to submit to you the Comprehensive Annual 
Financial Report (CAFR) of the City of Carmel, Indiana, for the 
fiscal year ended December 31, 2007.  This is the tenth CAFR 
prepared by the City for submission of the Certificate of 
Achievement for Excellence in Financial Reporting from the 
Government Finance Officers Association of the United States 
and Canada.  The CAFR is presented as part of a continuing effort 
to provide the citizens of Carmel with the highest standards of 
financial accountability and disclosure. 
 
We believe the information as presented is accurate in all material 
aspects.  Responsibility for the accuracy of the presented data and 
the completeness and fairness of presentation, including all 
disclosures, rests with the City. 
 
REPORT FORMAT 
 
Generally Accepted Accounting Principals require that 
management provide a narrative introduction, overview and 
analysis to accompany the basic financial statements in the form 
of Management’s Discussion and Analysis (MD&A).  This letter 
of transmittal is designed to complement the MD&A and should 
be read in conjunction with it.  The City of Carmel’s MD&A can 
be found immediately following the report of the independent 
auditors. 
 
 

PROFILE OF THE GOVERNMENT 
 
The City of Carmel is located in Hamilton County directly north 
of Indianapolis. Carmel has a population of 68,677 based upon a 
Special Census in 2007. The metropolitan area is approximately 
39 square miles with over 406 miles of public roadways.  The 
City serves as a residential and commercial area for both Carmel 
and Indianapolis professionals.  The City is recognized for its 
sound corporate environment, high quality residential 
neighborhoods, outstanding public schools, and well-developed 
infrastructure.  The proximity of Carmel to Indianapolis provides 
increased employment, recreation, cultural events and higher 
education opportunities for local residents.   
 
The City operates under a Mayor, Clerk-Treasurer, Judge of the 
City Court, and a seven member Common Council pursuant to 
Indiana statute.  The legislative body for the City is the Common 
Council.  The seven member Council is composed of two at-large 
and five district representatives who are elected to serve four-year 
terms.  The Council meets formally twice a month to conduct City 
business.  Their duties include the enactment of all ordinances and 
resolutions and approval of the annual budget. 
 
The administrative body for the City is the Board of Public Works 
and Safety.  This three member board consists of the Mayor who 
serves as the presiding officer and his two appointees. This Board 
approves all contracts for the city. 
 
The City provides services in the following areas: public safety 
(police, fire, and communications), community services (planning, 
code enforcement and economic development), parks and 
recreation, transportation (streets and sidewalks), engineering, city 
court, and general administrative services.  In addition, the City 
provides wastewater utility services and drinking water. 
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The City of Carmel includes several departments and services, 
including the Department of Community Services, Engineering, 
Human Resources, Carmel Street Department, Law Department, 
Department of Administration, Information Systems, Carmel 
Police Department, Carmel Fire Department, Carmel Clay 
Communications Center and the Carmel Water-Wastewater 
Utilities.   
 
Certain financing and economic development functions are 
provided by the Carmel Civic Square Building Corporation and 
the Carmel Redevelopment Authority.  Although both are legally 
separate entities, they provide service almost exclusively to the 
City and, therefore, are included as an integral part of the City’s 
financial statements.  Additional information on these entities is in 
Note I.A. in the notes to the financial statements. 

 
FACTORS AFFECTING FINANCIAL CONDITION 
 
The information presented in the financial statements may be 
better understood when economic and related environmental 
factors specifically impacting the City of Carmel are considered.  
The following sections provide brief summaries of certain key 
factors related to the local economy, long term financial planning, 
cash management, risk management and other matters intended to 
assist readers of this report in assessing the City’s financial 
condition. 

Economic Outlook and Condition 
 
Growth in and around the City of Carmel continues to be a 
significant factor affecting the state of the local economy.   
Population increases in the last three U. S. census surveys were as 
follows: 1980 increased 173.1%; 1990 increased 38.9% and 2000 
increased 48.7%.  Population estimates for 2007 totaled 68,677 

based upon the U.S. Census Bureau’s special census which 
represents a 32.6% increase since the last census.  Recently 
released data from the U.S. Census Bureau also shows that the 
Hamilton County population has increased from 182,740 in 2000 
to 261,661, in 2007 which represents a 43.2% increase.  The 
unemployment rate in Hamilton County has been substantially 
lower than State and National levels, and currently is the lowest in 
Indiana at 3.0%. 
 
Population growth and a strong local economy stimulated activity 
in both the residential and commercial building sectors.  The City 
issued 567 new single family residential building permits in 2007. 
In addition, permits were issued for 14 new multifamily units in 
2007.  Non-residential building permits issued in 2007 totaled 
$110 million in construction value.  Overall, building permits 
issued in 2007 had an estimated construction value of $316 
million. 
 
Major Initiatives and Projects 
 
The Monon Center 
 
The Monon Center in Central Park was officially opened in May 
of 2007. The Center contains 146,000 square feet of recreational 
space including a fitness center, dance studio, a 1/8 mile elevated 
track, indoor and outdoor aquatic centers, and gymnasium. A $55 
million 20 year lease rental bond was issued in 2004. The debt 
service is paid by property taxes levied on all property in Carmel 
and Clay Township. The average tax increase was $96 per year 
for homes assessed at $200,000. 
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Carmel Art and Design District 
 
The Carmel Arts and Design Center District has attracted new 
businesses including art galleries, antique dealers, furniture and 
interior design showrooms, and restaurants. Townhouses and 
condominiums share the artistic atmosphere with retail storefronts 
and office suites, all within immediate access to the Monon Trail. 
 
In December 2007 the City contracted with the Sculpture 
Foundation for the purchase of 11 additional J. Seward Johnson 
sculptures. Presently there are five sculptures on display in the 
Arts and Design District. The contract amount of $979,000 is 
included in the Mayor’s 2008 appropriation.   
 
The Evan Lurie Art Gallery celebrated its grand opening in the 
fall of 2007 in the Carmel Arts and Design District. The Gallery 
will feature the work of 30 artists including one local painter. The 
Lurie Building is a public/private partnership between the Carmel 
Redevelopment Commission and a private development 
corporation. It is a mixed-use building comprised of the art gallery 
on the ground floor, second floor office space, and The 
Renaissance penthouse residential condominiums on the third and 
fourth floors. 
 
Performing Arts Center 
 
The City Center Theater groundbreaking was in the spring of 
2007. The 500-seat staged performance theater is being designed 
by a local design group.  It is scheduled to be completed 
concurrent with the Performing Arts Center which plans to open 
in December 2010. 
 
The theater is an integral part of the 1600-seat Performing Arts 
Center being designed by a local architectural firm.  It is 

anticipated it will be the home of a number of Indianapolis-area 
groups that currently perform at other venues.  Development of 
this site also includes 230,000 square feet of retail space, 130,000 
square feet of office space, 250 upscale condominiums and 
apartment and a luxury hotel.  Groundbreaking is expected in the 
summer of 2008 with opening scheduled for 2010.  The City of 
Carmel Redevelopment Commission issued $80 million in bonds 
which will be paid from tax increment revenue. 
 
The Indiana Design Center broke ground last year to 
commemorate its $14 million investment. The building will be a 
part of the $300 million redevelopment of central Carmel. This 
85,000-square-foot structure will become a focus for companies 
and consultants in home construction, design, and décor. The 
Carmel Redevelopment Commission invested $2.4 million in land 
and demolition. 
 
Roadway Infrastructure Projects  
 
The Carmel Redevelopment Authority issued $72,000,000 of its 
County Option Income Tax Lease Rental Revenue Bonds in the 
summer of 2006. The sale of the Bonds was used to finance the 
acquisition and construction of road and infrastructure projects.  
Numerous projects remain to be completed including the Cool 
Creek North Trail, the Monon Bridge over Carmel Drive, a 
Survive Alive House, a salt barn and two road improvements.  
The Projects are expected to be complete and ready for use by 
December 31, 2008 with the first lease rental payments to be due 
on June 15, 2009. 
 
In the fall of 2007 Governor Mitch Daniels announced that the 
City of Carmel would assume ownership of Keystone Avenue 
(State Road 431) from 96th Street to U.S.31 from the State. Terms 
of the agreement include $90 million in installments to the City 
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for reconstruction and redesign of the roadway with completion 
scheduled for 2011. 
 
Utility Projects 
 
In 2007 the Bond Anticipation Note-Series 2006 was refunded 
with another BAN of $35 million. This note matures in the fall of 
2008.   These funds will be used for several water main extensions 
including expansion in the Meridian Corridor area on U.S. 31.    
 
The Wastewater Utility completed two major projects. The first 
was installation of a gravity sewer under U.S. 31 which will serve 
future growth on the west side. Secondly, 600 feet of gravity 
sewer was installed under a major residential lake.  The existing 
line was installed in the 1960’s.The new structure will extend its 
life for at least fifty years. 
 
The Wastewater utility was included in an earmark of $500,000 
from the 2008 Interior and Environment Appropriations Act.  
These funds, if approved, will be used for continued improvement 
of the existing sewer system. 
 
Brookshire Golf Course Acquisition 
 
The Brookshire Golf Club was purchased by the Carmel 
Redevelopment Commission in December 2006.  This is the first 
municipal golf course in the City of Carmel. Improvements to the 
course and clubhouse included a HVAC unit, repaving of the 
parking lot and a new roof. The Redevelopment Commission 
financed the purchase of the Club with a $2,995,000 bond 
anticipation note.  Revenues for 2007 were $786,957 and 
expenses totaled $1,103,573.  The deficit was funded by an 
intergovernmental transfer of funds prior to year end. 
 

Internal Controls 
 
The management of the City of Carmel is responsible for 
establishing and maintaining a system of internal financial 
controls.  The purpose of the internal financial controls is to 
ensure that the assets of the City are protected from loss, theft or 
misuse and that adequate accounting data is compiled to allow for 
the efficient preparation of financial statements in conformance 
with generally accepted accounting principles.  The internal 
control structure must provide reasonable assurance that these 
objectives are met within appropriate cost benefit performance.  
The concept of reasonable assurance recognizes that the cost of 
internal control should not exceed the benefits likely to be 
received, although the evaluation of these costs and benefits 
require some estimation by the City.  It is the assessment of City 
management that the internal control structure does meet these 
criteria.  The City consults with the Indiana State Board of 
Accounts, not only during the audit, but also regularly throughout 
the year as needed. 
 
Budgetary Controls 
 
In accordance with Indiana statue, the City maintains budgetary 
controls integrated within the accounting system.  The objective 
of these budgetary controls is to ensure compliance with the 
annual appropriated budget adopted by the Common Council and 
approved by the Department of Local Government Finance. The 
annual budget includes the General Fund, Motor Vehicle 
Highway Fund, Local Roads and Streets Fund, Cumulative 
Capital Development Fund, Cumulative Capital Improvement 
Fund, Cumulative Capital Storm Sewer Fund, 2004 Bond and 
Interest and the Lease Rental Fund. 
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In 2000, the Office of the Clerk Treasurer enacted a Purchase 
Order system for the City.  Invoices for goods and services which 
have not been fulfilled in the current fiscal year may be carried 
over to the subsequent year as part of its net appropriation.  
 
The level of budgetary control is established by major budget 
classification within a fund, and in the General Fund within a 
department. The Common Council maintains budgetary control on 
all funds approved in the annual budget.  The Common Council 
may transfer appropriations from one major budget classification 
to another within a department or fund by ordinance or resolution, 
as long as the annual budget for that department or fund is not 
exceeded.  Additional appropriations in excess of the original 
budget must be approved by the Common Council and 
subsequently submitted for approval to the Department of Local 
Government Finance. 
 
The annual budget is prepared between June and September 
taking into consideration Council priorities and the City’s 
strategic plan objectives. Department directors prepare draft 
budgets in June for presentation to the Mayor and Council in a 
series of public workshops.  A budget ordinance is prepared for 
introduction to the Common Council by the first meeting in 
September.  The budget is advertised per Indiana statute and a 
public hearing is held prior to the final adoption in September.   
The Common Council has the power to decrease any major 
category proposed by the Mayor, but may not increase any 
category in the budget.  Subsequent to Common Council adoption 
of the budget, the Department of Local Government Finance holds 
a budget hearing review and revision in the fall of each year prior 
to issuing the final budget order in January. 
 
The budgetary process for the Carmel Water-Wastewater Utilities 
is different from that of the Civil City.  The Board of Public 

Works is the oversight body for utility operations.  However, the 
City Council reviews and approves the annual water and 
wastewater budgets. 
 
Rates and charges for the Water Utility are subject to approval by 
the City legislative body and the Indiana Utility Regulation 
Commission (IC 8-1.5-3-8).  With the possible exception of 
public safety, Indiana municipally owned utilities are the most 
regulated municipal function.  
 
Risk Management 
 
The City carries traditional insurance for workers’ compensation, 
automobile liability and physical damage, general liability, public 
official’s liability, property and casualty, inland marine/boiler 
coverage and crime insurance coverage. The City also carries 
builders risk and flood insurance for the Wastewater Treatment 
Utility. 
 
Pension Plans 
 
The City of Carmel has five pension plans for its public safety 
employees.  All full time employees, with the exception of public 
safety officers, are members of the Public Employee Retirement 
Fund of Indiana (PERF).  PERF is classified as an agent, multiple-
employer public employee retirement system acting as a common 
investment and administrative agent for governmental units in 
Indiana. 
 
Police and fire department officers hired subsequent to April 30, 
1977, are members of the 1977 Police Officers and Firefighters’ 
Pension Fund administered by PERF.  Both plans are fully funded 
on an accrual basis.  Police officers hired prior to May 1, 1977, 
are members of the Police Pension Fund established in 1925 by 
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the State of Indiana.  Firefighters hired prior to May 1, 1977, are 
members of the Fire Pension Fund established in 1937 by the 
State of Indiana. 
 
Additional information on funding policies and pension costs is in 
Note V. in the notes to the financial statements. 
 
Cash Management 
 
Cash is invested by the City in short-term investments with 
maturities of two years or less in conformance with Indiana statue 
IC 5-13-4 et seq. governing investment of public funds.  
Investments authorized by statute are certificates of deposit at 
local financial institutions that are qualified as depositories for 
public funds, U.S. Treasury Securities and U.S. Agency Securities 
backed by the full faith and credit of the U.S. Government.   
 
The City’s investment portfolio in 2007 included AAA Money 
Market Funds and deposit accounts tied to federal fund rates. 
 
INDEPENDENT AUDIT 
 
Indiana State Law requires an annual audit of the financial records 
and transactions of all City functions.  The Indiana State Board of 
Accounts performed our audit for 2007.  Their audit met the 
requirements of the state statutes and was conducted in 
accordance with generally accepted auditing standards and 
Government Auditing Standards.  The State Board of Accounts 
concluded, based upon the audit, that there was a reasonable basis 
for rendering an unqualified opinion the that City of Carmel’s 
financial statements for the year ended December 31, 2007, 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. 

ACKNOWLEDGEMENTS 
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Clerk Treasurer and my entire staff.  This report would not be 
possible without their support throughout the year.  Melissa 
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Respectfully submitted, 
 
 
 
Diana L. Cordray, Clerk-Treasurer, IAMC 
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2007 2006 2005 2004 2003 
Expenses:
   Governmental Activities:

General government 11,814,450$        10,352,967$        12,165,495$         13,636,853$        17,009,153$          
Public safety 31,793,193         33,557,162         28,861,813           27,547,163         24,568,150           
Highways and streets 11,836,008         16,024,468         9,166,819            10,812,132         244,180                
Economic Development 3,453,143           3,422,848           5,861,430            1,123,120           509,948                
Culture and recreation 7,290,767           3,502,261           2,666,812            2,265,630           2,075,718             
Interest on long-term debt 10,926,601         9,252,105           2,453,477            2,822,987           1,267,275             

Total governmental activities expenses 77,114,162         76,111,811         61,175,846           58,207,885         45,674,424           
   Business-Type Activities:

 Water 11,840,245         i 8,457,722           5,885,842            5,483,254           5,218,024             
Wastewater 6,698,647           6,536,053           6,023,641            5,574,330           5,238,286             

Total business-type activities expenses 18,538,892         14,993,775         11,909,483           11,057,584         10,456,310           
Total primary government expenses 95,653,054         91,105,586         73,085,329           69,265,469         56,130,734           
Program Revenues:
   Governmental Activities:

Charges for services:
   General Government 3,385,414           3,945,270           4,367,658            3,752,734           3,193,997             
   Public Safety 6,663,686           6,807,746           6,272,320            805,812              257,729                
   Highways and streets 67,948                673,701              455,078               15,956                31,912                  
   Economic Development -                          -                         -                       3,200                  -                            
   Culture and recreation 5,552,501           2,076,007           1,688,746            1,216,231           430,918                
Operating grants and contributions
   General Government 108,821              454,867              1,167,542            239,306              6,088,184             
   Public Safety 80,926                145,953              167,510               6,014,591           5,959,994             
   Highways and streets 92,743,544         g 3,007,846           2,853,931            2,792,465           1,983,958             
   Economic Development -                          -                         -                       5,076,819           -                            
   Culture and recreation -                          -                         -                       689,637              633,488                
Capital grants and contributions
   General Government -                          -                         11,392,163           a -                     -                            
   Public Safety -                          -                         -                       -                     2,166,175             
   Highways and streets -                          5,360,062           16,850,686           a 1,196,477           8,823,512             
   Economic Development 34,027,106         h -                         -                       129,569              715,858                
   Culture and recreation -                          -                         -                       55,050                1,223,763             

Total governmental activities revenues 142,629,946       22,471,452         45,215,634           21,987,847         31,509,488           
Charges for services

    Water 10,304,244         i 6,646,286           5,627,465            5,098,635           4,305,355             
   Wastewater 5,120,369           5,165,793           4,485,233            4,534,680           4,408,904             
Operating grants and contributions

    Water -                          126,804              -                       -                     -                            
   Wastewater -                          24,029                -                       -                     -                            
Capital grants and contributions

    Water 3,093,714           5,551,191           4,693,232            3,108,630           3,407,484             
   Wastewater 783,712              2,457,234           1,930,671            1,827,112           2,202,283             

Total business-type activities revenues 19,302,039         19,971,337         16,736,601           14,569,057         14,324,026           
Total primary government revenues 161,931,985       42,442,789         61,952,235           36,556,904         45,833,514           

CITY OF CARMEL
Changes in Net Assets

Fiscal Years Ended December 31, 
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2007 2006 2005 2004 2003 

Net Revenues (expenses):
Governmental activities 65,515,784         (53,640,359)       (15,960,212)          (36,220,038)       (14,164,936)          
Business-type activities 763,147              4,977,562           4,827,118            3,511,473           3,867,716             

Total net revenues (expenses): 66,278,931         (48,662,797)       (11,133,094)          (32,708,565)       (10,297,220)          
General revenues and other changes in net assets:
  Governmental activities:

Taxes:
  Property Taxes 37,655,180         35,001,997         d 32,271,048           b 22,419,363         17,343,516           
  County Option income tax 23,542,260         22,008,393         e 15,251,357           c 10,205,588         11,342,577           
  Financial institutions tax -                      -                     -                       -                     29,591                  
  Food and beverage tax 1,553,541           1,140,652           f -                       -                     -                        
  Auto and aircraft excise tax 2,082,745           2,366,358           2,432,705            1,393,855           1,042,776             
  Commercial vehicle excise tax -                      -                     -                       -                     11,403                  
  ABC excise tax -                      -                     -                       -                     24,107                  
  ABC gallonage tax -                      -                     -                       -                     76,863                  
  State cigarette tax -                      -                     -                       -                     32,642                  
  Gaming tax -                      -                     -                       -                     238,598                
  Other taxes 440,302              684,509              63,963                 423,863              -                        
Payment in lieu of  taxes -                      -                     -                       406,350              -                        
Other 175,373              84,223                1,016,003            386,519              1,625,095             
Gain (Loss) on disposal of assets -                      248,277              -                       -                     -                        
Unrestricted investment earnings 8,067,649           7,269,322           4,023,102            1,980,313           204,270                

Total  Governmental activities: 73,517,050         68,803,731         55,058,178           37,215,851         31,971,438           

  Business - Type activities:
  Other 183,462              -                     136,886               48,919                148,177                
  Unrestricted investment earnings 874,956              783,478              256,762               56,996                97,858                  

Total  Business - Type activities: 1,058,418           783,478              393,648               105,915              246,035                

Total Primary Government 74,575,468         69,587,209         55,451,826           37,321,766         32,217,473           

Changes in net assets
Governmental activities 139,032,834       15,163,372         39,097,966           995,813              17,806,502           
Business-type activities 1,821,565           5,761,040           5,220,766            3,617,388           4,113,751             

Total primary government 140,854,399$      20,924,412$        44,318,732$         4,613,201$          21,920,253$          

(continued)

CITY OF CARMEL
Changes in Net Assets

Fiscal Years Ended December 31, 
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CITY OF CARMEL 
Changes in Net Assets 

Fiscal Years Ended December 31, 
(continued) 

 

The City of Carmel implemented GASB 34 for the fiscal year ended December 31, 2003.  Information prior to the implementation of GASB 34 is not 
available. 

a Capital grants and contributions increased mainly due to roadways and related infrastructure acquired through annexation or contributed by             
developers. 
b Large property tax increases needed to fund services to annexed areas and other growing areas of the City.  A portion was also due to tax increment 
revenues increases. 
c The City's share of income tax increased due mainly to prior year annexations. 
d The increase is due to existing debt service levies and additional tax increment revenue captured by the City. 
e Primarily due to growth in the City and throughout the County.  The State also updated information on tax collections that supported the reversal of 
$1.3 million in unearned revenue from COIT reported as a liability in 2005. 
f Food and Beverage tax was established late in 2005, which generated approximately $1.37 million in revenue. 
g Increase is due to the transfer from the State to the City of $90 million in road maintenance fund for Keystone Avenue. 
h State transferred Keystone Avenue as well as the developers contributed $5.6 million. 
i The City acquired approximately 8,100 customers from Indianapolis Water Company ("IWC") late 2006.  Revenues increased due to additional 
customers which were offset by the purchase of water from IWC. 
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CARMEL CITY OFFICES 
CITY OF CARMEL 

AUDIT RESULTS AND COMMENTS 
 

 
PUBLIC WORKS PROJECT 
 
 On October 11, 2006, the street department contracted with T & R Traffic Services for street 
striping and painting in the amount of $69,125.26.  We could not find any evidence that the City of 
Carmel's Board of Works invited quotes from three persons known to deal in the class of work proposed 
to be done or that the Board of Works awarded the lowest responsible and responsive quoter.  The City 
paid for the services relating to this contract in 2007. 
 
 Indiana Code 36-1-12-4.7(a) states in part:  "This section applies whenever a public work project 
is estimated to cost: 
 

(1) at least twenty-five thousand dollars ($25,000) and less than one hundred dollars ($100,000) 
in: 
 
(A) a consolidated city, second class city, or third class city with a population of fifteen 
(15,000) or more; . . . 
 

(b) The board must proceed under the following provisions: 
 

(1) The board shall invite quotes from at least three (3) persons known to deal in the 
class of work proposed to be done . . . 

 
(3) The board shall award the contract for the public work . . ." 

 
 
PENALTIES, INTEREST AND OTHER CHARGES 
 
 The City has received numerous notices from the Internal Revenue Service regarding late and in-
correct tax payments.  These notices are for tax periods dating back as early as December 31, 2005.  
Among the notices are charges for taxes deemed unpaid, penalties and interest assessed, as well as 
notices of overpayments and applications of those amounts.  The IRS has taken various overpayments 
reported by the City on the quarterly form 941s and applied them to prior unpaid balances for 941 and 
945 taxes, instead of applying them to the subsequent period as requested on the quarterly forms.  At this 
time, it did not appear that the City has paid any penalties and interest with the amount of overpayments 
applied. 
 
 Officials and employees have the duty to pay claims and remit taxes in a timely fashion.  Failure 
to pay claims or remit taxes in a timely manner could be an indicator of serious financial problems which 
should be investigated by the governmental unit. 
 
 Additionally, officials and employees have a responsibility to perform duties in a manner which 
would not result in any unreasonable fees being assessed against the governmental unit. 
 
 Any penalties, interest or other charges paid by the governmental unit may be the personal obli-
gation of the responsible official or employee.  (Accounting and Uniform Compliance Guidelines Manual 
for Cities and Towns, Chapter 7)  
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CARMEL CITY OFFICES 
CITY OF CARMEL 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on June 12, 2008, with James Brainard, Mayor; Diana 
Cordray, Clerk-Treasurer; and Rick Sharp, President of the Common Council. 
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