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Bond and Debt Service Capitalized Cost of 
Interest Reserve Expense Improvement Interest Issuance Totals

Cash and investments, January 1 -$                   -$                   -$                   -$                   -$                   -$                   -$                   

Operating receipts:
Miscellaneous 43                  7,354             29                  -                     8,264             11                  15,701           

Operating disbursements:
Legal and professional -                     -                     5,500             -                     -                     -                     5,500             
Bond issuance costs -                     -                     -                     -                     -                     354,644         354,644         
Capital outlay - - - 7 666 000 - - 7 666 000

FALLING WATERS CONSERVANCY DISTRICT
SCHEDULES OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES

ALL GOVERNMENTAL FUND TYPES
As Of And For The Year Ended December 31, 2005

Capital outlay -                    -                   -                   7,666,000    -                     -                    7,666,000    
Debt service:

Interest and paying agent fees -                     -                     3,000             -                     -                     -                     3,000             

Total operating disbursements -                     -                     8,500             7,666,000      -                     354,644         8,029,144      

Excess (deficiency) of operating receipts
over (under) operating disbursements 43                  7,354             (8,471)            (7,666,000)     8,264             (354,633)        (8,013,443)     

Other financing sources and (uses):
Bond proceeds -                     843,600         10,000           7,666,000      952,940         355,123         9,827,663      
Transfers in 5,000             -                     -                     -                     -                     -                     5,000             
Transfers out -                     -                     -                     -                     (5,000)            -                     (5,000)            

Total other financing sources (uses) 5,000             843,600         10,000           7,666,000      947,940         355,123         9,827,663      

Excess (deficiency) of receipts and other financing sources
sources over disbursements and other financing uses 5,043             850,954         1,529             -                     956,204         490                1,814,220      

Cash and investments, December 31 5,043$           850,954$       1,529$           -$                   956,204$       490$              1,814,220$    

The accompanying notes are an integral part of the financial information.
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Bond and Debt Service Capitalized Cost of 
General Interest Reserve Expense Improvement Interest Issuance Totals

Cash and investments, January 1 -$                   5,043$           850,954$       1,529$           -$                   956,204$       490$              1,814,220$    

Operating receipts:
Charges for services 12,200           -                     -                     -                     -                     -                     -                     12,200           
Tap on fees 42,000           -                     -                     -                     -                     -                     -                     42,000           
Miscellaneous 5,292             626                38,443           70                  14                  25,806           8                    70,259           

Total operating receipts 59,492           626                38,443           70                  14                  25,806           8                    124,459         

Operating disbursements:
Sanitation 54,978           -                     -                     -                     -                     -                     -                     54,978           
Miscellaneous 1,088             -                     -                     -                     -                     -                     -                     1,088             
Debt service:

Interest and paying agent fees -                     598,290         -                     -                     -                     6,000             -                     604,290         

Total operating disbursements 56,066           598,290         -                     -                     -                     6,000             -                     660,356         

Excess (deficiency) of operating receipts
over (under) operating disbursements 3,426             (597,664)        38,443           70                  14                  19,806           8                    (535,897)        

Other financing sources and (uses):
Advances from property developer 4,000             -                     -                     -                     -                     -                     -                     4,000             
Transfers in -                     608,227         -                     -                     498                -                     -                     608,725         
Transfers out -                     -                     (9,937)            -                     -                     (598,290)        (498)               (608,725)        

Total other financing sources (uses) 4,000             608,227         (9,937)            -                     498                (598,290)        (498)               4,000             

Excess (deficiency) of receipts and other financing sources
sources over disbursements and other financing uses 7,426             10,563           28,506           70                  512                (578,484)        (490)               (531,897)        

Cash and investments, December 31 7,426$           15,606$         879,460$       1,599$           512$              377,720$       -$                   1,282,323$    

FALLING WATERS CONSERVANCY DISTRICT
SCHEDULES OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES

ALL GOVERNMENTAL FUND TYPES
As Of And For The Year Ended December 31, 2006

The accompanying notes are an integral part of the financial information.
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Bond and Debt Service Capital Charge Capitalized
General Interest Reserve Expense Improvement Reserve Interest Totals

Cash and investments, January 1 7,426$           15,606$         879,460$       1,599$           512$              -$                   377,720$       1,282,323$    

Operating receipts:
Charges for services 36,300           -                     -                     -                     -                     -                     -                     36,300           
Tap on fees 15,000           -                     -                     -                     -                     -                     -                     15,000           
Capital charge -                     6,880             -                     -                     -                     275,000         -                     281,880         
Miscellaneous 10,111           1,055             40,801           7                    26                  -                     2,607             54,607           

Total operating receipts 61,411           7,935             40,801           7                    26                  275,000         2,607             387,787         

Operating disbursements:
Sanitation 49,684           -                     -                     -                     -                     -                     -                     49,684           
Legal and professional 13,554           -                     6,580             -                     -                     -                     -                     20,134           
Miscellaneous 4,280             -                     -                     -                     -                     -                     -                     4,280             
Debt service:

Principal -                     5,000             -                     -                     -                     -                     -                     5,000             
Interest and paying agent fees -                     699,125         7,969             -                     -                     -                     6,000             713,094         

Total operating disbursements 67,518           704,125         14,549           -                     -                     -                     6,000             792,192         

Excess (deficiency) of operating receipts
over (under) operating disbursements (6,107)            (696,190)        26,252           7                    26                  275,000         (3,393)            (404,405)        

Other financing sources and (uses):
Advances from property developer 5,000             187,595         -                     -                     -                     -                     -                     192,595         
Repayment of advances (5,000)            -                     -                     -                     -                     -                     -                     (5,000)            
Transfers in -                     688,863         -                     -                     -                     -                     -                     688,863         
Transfers out -                     -                     (39,536)          -                     -                     (275,000)        (374,327)        (688,863)        

Total other financing sources (uses) -                     876,458         (39,536)          -                     -                     (275,000)        (374,327)        187,595         

Excess (deficiency) of receipts and other financing sources
sources over disbursements and other financing uses (6,107)            180,268         (13,284)          7                    26                  -                     (377,720)        (216,810)        

Cash and investments, December 31 1,319$           195,874$       866,176$       1,606$           538$              -$                   -$                   1,065,513$    

FALLING WATERS CONSERVANCY DISTRICT
SCHEDULES OF RECEIPTS, DISBURSEMENTS, AND CASH AND INVESTMENT BALANCES

ALL GOVERNMENTAL FUND TYPES
As Of And For The Year Ended December 31, 2007

The accompanying notes are an integral part of the financial information.
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FALLING WATERS CONSERVANCY DISTRICT 
NOTES TO FINANCIAL INFORMATION 

 
 
 
Note 1. Introduction 
 

The District was established under the laws of the State of Indiana.  The District provides the 
following services:  sanitary sewer collection and treatment, drinking water distribution, and 
storm water management. 
 
The number of members of the Board of Directors of the District was set in the court order 
establishing the District.  The initial Board of Directors was appointed by the Board of County 
Commissioners.  Subsequent vacancies due to expiration of terms or resignations will be filled 
by elections conducted at the annual meetings.  

 
 
Note 2. Fund Accounting 

 
The District uses funds to report on its cash and investments and the results of its operations on 
a cash basis.  Fund accounting is designed to demonstrate legal compliance and to aid financial 
management by segregating transactions related to certain governmental functions or activities. 
 
 

Note 3. Budgets 
 
The operating budget is initially prepared and approved at the local level.  In addition, funds for 
which property taxes are levied are subject to final approval by the Indiana Department of Local 
Government Finance. 
 
 

Note 4. Deposits and Investments 
 

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. 
 
State statute (IC 5-13-9) authorizes the District 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. 
 
 

Note 5. Subsequent Events 
 
 Special Benefits Tax 

 
The District established a Special Benefits property tax levy for 2006 assessed valuations 
payable in 2007.  Pursuant to State statute, counties were required to reassess property values 
prior to billing taxes in 2007.  Due to significant delays in the reassessment process, the District 
did not receive 2007 property taxes until 2008. 
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FALLING WATERS CONSERVANCY DISTRICT 
NOTES TO FINANCIAL INFORMATION 

(Continued) 
 
 
 Exceptional Benefits Tax 
 

An exceptional benefits tax assessment for each of the 407 lots of the Falling Waters 
Conservancy District was established by court order on August 8, 2008.  Commencing with the 
real estate property tax bills payable in 2008, the annual tax rate will be $1,753 per lot based 
upon the amortization of the exceptional benefit received by each lot over the life expectancy of 
the Conservancy District improvements.  The tax will be collected through the real estate 
property tax billing process of the Porter County Auditor and Treasurer. 

 
Transfer of Ownership of Water Mains 
 
On February 4, 2008, the District transferred ownership of their water main extensions and 
appurtenances to the Indiana-American Water Company, Inc, (IAWC).  Upon conveyance to the 
utility, the mains, including all mains, valves, fire hydrants, and other equipment, became the 
sole property of IAWC.  IAWC is responsible for all maintenance and repairs. 
 
Refund of Advance  

 
Indiana American Water Company, Inc. (IAWC) will establish a "Refundable Advance Account" 
in an amount equal to the cost of the main extensions transferred to them from the District.  
IAWC agreed that for a period of 10 years, for each customer which is directly connected to the 
main extension, IAWC will make a refund to the District.  The refund amount is the amount by 
which three times the estimated annual revenue to IAWC from each new customer exceeds 
IAWC's investment in connecting the new customer.  The total amount refunded by IAWC under 
the agreement will not exceed the cost of the main extensions. 
 
Advances From Developer 
 
Due to the amount of delinquent sewer charges, the failure of the District to collect the $90 per 
lot per month local capital charges, and the delay in receiving taxes from the County Auditor, 
funds were not available to pay all of the operating expenses and the principal and interest due 
on the revenue bonds.  To meet these obligations, the developer of the property which 
encompasses the District advanced the following amounts to the District: 

 
 

2006 2007 2008 Totals

Cash advances (net of amounts repaid) 4,000.00$        -$                    57,173.35$      61,173.35$      
Operating expenses paid by Floramo Partners, Inc. 8,709.02          -                      22,668.59        31,377.61        
Per lot capital charge paid in excess of the 

amount ow ed by Floramo Partners, Inc. -                      187,595.00      -                      187,595.00      
Advance of one-half of exceptional benefits tax

amount ow ed by Floramo Partners, Inc. -                      -                      228,224.50      228,224.50      

Totals 12,709.02$      187,595.00$    308,066.44$    508,370.46$    



Ending
Balance

Business-type activities:
Capital assets, not being depreciated:

Land 1,600,000$           
Infrastructure 2,908,643             *
Buildings 1,850,000             
Improvements other than buildings 1,200,000             
Machinery and equipment 102,500                

Total business-type activities capital assets 7,661,143$           

*On February 4, 2008, the District transferred $1,156,456 of their ownership 
interest in water main extensions and appurtenances to the Indiana-American 
Water Company, Inc. 

FALLING WATERS CONSERVANCY DISTRICT
SUPPLEMENTARY INFORMATION
SCHEDULE OF CAPITAL ASSETS

For The Year Ended December 31, 2007

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.

-9-



Principal and
Ending Interest Due

Principal Within One
Description of Debt Balance Year

Revenue bonds:
Conservancy District Bonds of 2005 9,985,000$           703,775$             

FALLING WATERS CONSERVANCY DISTRICT
SUPPLEMENTARY INFORMATION
SCHEDULE OF LONG-TERM DEBT

December 31, 2007

The District has entered into the following debt for the acquisition of the water distribution 
lines, wastewater treatment and collection system, and storm water system:

-10-
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FALLING WATERS CONSERVANCY DISTRICT 
EXAMINATION RESULTS AND COMMENTS 

 
 

 
PRESCRIBED FORMS 
 

The following prescribed or approved forms were not in use: 
 

General Form 352 - Receipt 
General Form 353 - Check 
General Form 354 - Claim 
Utility Form 323 - Simplified Cash Journal - Municipal Sewage Utility 
Utility Form 324 - Consumer's Ledger - Municipal Wastewater Utility 

 
Officials and employees are required to use State Board of Accounts prescribed or approved 

forms in the manner prescribed.  (Accounting and Uniform Compliance Guidelines Manual for Special 
Districts, Chapter 10) 
 
 
DEPOSITS 
 

We noted that deposits were not made daily as required by state statute.  In 2006, an average of 
2 deposits per month were made.  In 2007, an average of 2.6 deposits per month were made. 

 
Indiana Code 5-13-6-1(c) states in part: 

 
"All local officers . . . who collect public funds of their respective political subdivisions shall 
deposit funds not later than the business day following the receipt of funds on business days 
of the depository in the depository or depositories selected by the . . . local boards of finance. 
. . ." 

 
 
ERRORS ON CLAIMS 
 

The following deficiencies were noted on claims during the examination period: 
 

1. Claims were not adequately itemized.  Some invoices submitted for payment were not in 
the name of the District.  These invoices were combined expenses of the District, the 
subdivision developer and the local homeowner's association. 

 
2. Certification by the fiscal officer that the invoice was true and correct was not noted 

since prescribed claim forms were not used. 
 
3. Board approval of claims was not noted in the minutes of the meetings of the Board of 

Directors. 
 
Indiana Code 5-11-10-1.6 states in part: 
 
"(b) As used in this section, 'claim' means a bill or an invoice submitted to a governmental 
entity for goods or services. 
 
(c) The fiscal officer of a governmental entity may not draw a warrant or check for payment 
of a claim unless: 
 

(1) there is a fully itemized invoice or bill for the claim; . . . 
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FALLING WATERS CONSERVANCY DISTRICT 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 

 
(4) the fiscal officer audits and certifies before payment that the invoice or bill is 

true and correct; and 
 
(5) payment of the claim is allowed by the governmental entity's legislative body or 

the board or official having jurisdiction over allowance of payment of the claim." 
 
 
ANNUAL REPORTS 
 

Annual reports of income and expenses to the court, as well as Special District Annual Reports 
(SDAR) to the Indiana State Board of Accounts, for 2005, 2006, and 2007, were not presented for 
examination.  

 
Indiana Code 14-33-5-20 states in part: 
 
"The board shall do the following:  . . . (6) Make an annual report to the court of income and 
expenses." 
 
Officials and employees are required to use State Board of Accounts prescribed or approved 

forms in the manner prescribed.  (Accounting and Uniform Compliance Guidelines Manual for Special 
Districts, Chapter 10)  
 

Indiana Code 5-11-1-4(a) states: 
 

"The state examiner shall require from every municipality and every state or local 
governmental unit, entity, or instrumentality financial reports covering the full period of each 
fiscal year.  Except as provided by subsection (b), these reports shall be prepared, verified, 
and filed with the state examiner not later than thirty (30) days after the close of each fiscal 
year." 

 
 
COLLECTION OF AMOUNTS DUE 
 

Sewer Rate Ordinance 2005-01, approved August 31, 2005, set a Local Capital Charge of $90 
per lot per month, effective January 1, 2007.  The ordinance states that, "Every freeholder shall be 
charged the applicable local capital charge per lot regardless of whether the freeholder is connected to 
the District's sanitary sewage system."  This capital charge was never charged to, or collected from, any 
freeholders in the District.  However, due to insufficient funds to meet obligations, the developer (owner of 
261 lots in 2007) of the subdivision which encompasses the District paid an amount equal to the entire 
2007 capital charge for every lot in the District.  The amount paid in excess of what was owed for the lots 
still owned by the developer was $187,595. 

 
Governmental units have a responsibility to collect amounts owed to the governmental unit pur-

suant to procedures authorized by statute.  (Accounting and Uniform Compliance Guidelines Manual for 
Special Districts, Chapter 10) 

 
Each governmental unit is responsible for complying with the ordinances, resolutions, and poli-

cies it adopts.  (Accounting and Uniform Compliance Guidelines Manual for Special Districts, Chapter 10)  
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FALLING WATERS CONSERVANCY DISTRICT 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
RATES 
 

The $50 per home, per month sewer use charge provided for in Sewer Rate Ordinance 2005-01 
is insufficient to meet operating expenses.  The District owes the Developer over $500,000 for operating 
expenses as well as capital charges and tax advances made to the District in order for the District to meet 
bond and interest obligations. 

 
Indiana Code 14-33-5-21 states in part: 

 
"(a) If the board issues revenue bonds for the collection, treatment, and disposal of sewage 
and liquid waste, the board may do the following: 
 

(1) Establish just and equitable rates and charges and use the same basis for the 
rates as provided in IC 36-9-23-25 through IC 36-9-23-29." 

 
Indiana Code 36-9-23-25 states in part: 

 
"(a) The municipal legislative body shall, by ordinance, establish just and equitable fees for 
the services rendered by the sewage works, and provide the dates on which the fees are 
due. 

 
(b) Just and equitable fees are the fees required to maintain the sewage works in the sound 
physical and financial condition necessary to render adequate and efficient service.  The fees 
must be sufficient to: 
 
(1) pay all expenses incidental to the operation of the works, including legal expenses, 
maintenance costs, operating charges, repairs, lease rentals, and interest charges on bonds 
or other obligations;  
 

(2) provide the sinking fund required by section 21 of this chapter; 
 
(3) provide adequate money to be used as working capital; and 
 
(4) provide adequate money for improving and replacing the works." 

 
 
RISK OF LOSS 
 

The District should ensure that it is adequately protected for all risks of loss.  At this time, the 
District is insured with American Family Mutual Insurance Company under the Floramo Partners, Inc., 
policy.  The District should obtain the necessary insurance in the name of the District. 

 
Indiana Code 14-33-5-20 states in part: 

 
"The board shall do the following:  . . . (14)  Insure property, personnel, and operations of the 
district against risks and in amounts that the board determines necessary to protect the 
district." 
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FALLING WATERS CONSERVANCY DISTRICT 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 
 
BOARD MEETINGS AND PUBLIC NOTICES 
 

Proofs of publication of notices of the annual meetings of the District were not presented for 
examination.  Other notices that were advertised were published in the Chesterton Tribune which has 
limited circulation.  Outside of the Town of Chesterton, the Chesterton Tribune is available only by mail 
delivery. 

 
In addition, minutes of the proceedings of the annual meetings did not include the dates, times, 

and places for the regular quarterly meetings of the Board of Directors.  Public meetings were held to 
conduct the business of the District and minutes of the proceedings of these meetings were available; 
however, meetings were not always held quarterly as required. 

 
Public notice of the date, time, and place of regular meetings, executive sessions, or rescheduled 

or reconvened meetings must be given at least 48 hours before the meeting (excluding Saturdays, 
Sundays, and legal holidays).  Reconvened meetings may be held with less than 48 hours notice if the 
new date, time, and place is announced at the time of the original meeting and recorded in the minutes, 
and there is no change in the agenda.  Public notice is given by posting a notice of the meeting at the 
office of the political subdivision and notifying all news media who have filed a written request to receive 
such notices.  If an agenda is used, it should be posted at the entrance to the meeting place.  Notice of 
regular meetings need be given only once each year unless the date, time or place is changed.  In case 
of an emergency, the 48 hour requirement may be disregarded.  [IC 5-14-1.5-5]  (Accounting and Uniform 
Compliance Guidelines Manual for Special Districts, Chapter 12) 

 
Indiana Code 14-33-5-4 states in part: 
 
"(b) Notice of the annual meeting of the district must be given by one (1) publication in a 
newspaper of general circulation in each county in the district . . ." 
 
Indiana Code 14-33-5-13 states: 
 
"The board shall by resolution fix the time for holding regular meetings, but the board shall 
meet at least quarterly each year. 

 
 
CONFLICT OF INTEREST 
 

Floramo Partners, Inc., constructed the utility infrastructure which was purchased by the District.  
Anthony Floramo was the Chairman of the Board of the Directors of the District, as well as the owner of 
Floramo Partners, Inc., at the time of the sale.  Mr. Floramo's ownership of Floramo Partners, Inc., was 
acknowledged at the public meeting in which the purchase resolution was adopted.  However, a Uniform 
Conflict of Interest Disclosure Statement does not appear to have been filed. 

 
Indiana Code 35-44-1-3 states in part: 

 
"(a) A public servant who knowingly or intentionally:  (1) has a pecuniary interest in; or (2) 
derives a profit from; a contract or purchase connected with an action by the governmental 
entity served by the public servant commits conflict of interest, a Class D felony. . . . 
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FALLING WATERS CONSERVANCY DISTRICT 
EXAMINATION RESULTS AND COMMENTS 

(Continued) 
 

 
(c) This section does not prohibit a public servant from having a pecuniary interest in or 
deriving a profit from a contract or purchase connected with the governmental entity served  
. . . (3) if the public servant:  (A) is an elected public servant. . . . and (B) makes a disclosure 
under subsection (d)(1) through (d)(6). 
 
(d) A disclosure required by this section must:  (1) be in writing; (2) describe the contract or 
purchase to be made by the governmental entity; (3) describe the pecuniary interest that the 
public servant has in the contract or purchase; (4) be affirmed under penalty of perjury; (5) be 
submitted to the governmental entity and be accepted by the governmental entity in a public 
meeting of the governmental entity prior to final action on the contract or purchase; (6) be 
filed within fifteen (15) days after final action on the contract or purchase with:  (A) the state 
board of accounts; and (B) . . . the clerk of the circuit court in the county where the 
governmental entity takes final action on the contract or purchase. . . . 
 
(g) A public servant has a pecuniary interest in a contract or purchase if the contract or 
purchase will result or is intended to result in an ascertainable increase in the income or net 
worth of:  (1) the public servant . . ." 
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FALLING WATERS CONSERVANCY DISTRICT 
EXIT CONFERENCE 

 
 
 The contents of this report were discussed on December 29, 2008, with Anthony Floramo, 
Chairman of the Board of Directors; and David Hollenbeck, Attorney.  The official response has been 
made a part of this report and may be found on pages 17 through 21. 
 
 The contents of this report were also discussed on December 30, 2008, with Peter Gutierrez, 
M.D., Board member. 
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