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Board of Directors
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We have reviewed the audit report prepared by KPMG, LLP, Independent Public Accountants, for
the period January 1, 2008 to December 31, 2008. In our opinion, the audit report was prepared in
accordance with the guidelines established by the State Board of Accounts. Per the Independent Public
Accountants’ opinion, the financial statements included in the report present fairly the financial condition
of the City of Indianapolis, as of December 31, 2008, and the results of its operations for the period then
ended, on the basis of accounting described in the report.

We call your attention to the thirty-three findings in the Single Audit Report, on pages 12 through
47. Thirteen of those findings represent deficiencies in internal control over financial reporting. Nine of
those thirteen findings represent material weaknesses. The auditors have issued a qualified opinion on
compliance with applicable requirements for three of the six major federal programs.

The Independent Public Accountants’ report is filed with this letter in our office as a matter of
public record.
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Fregory A. Ballard, Mavor

July 21, 2009

To the Honorable Mayor Greg Ballard, Members of the City-County Council, and Citizens of Indianapolis, Indiana

| submit to you the Comprehensive Annual Financial Report (CAFR) of the City of Indianapolis (City) for the fiscal year ended
December 31, 2008. The City is a component unit of the Consolidated City of Indianapolis — Marion County Reporting Entity. This report
was prepared by the Office of Finance and Management (OFM). Responsibility for both the accuracy of the data presented and the
completeness and fairness of the presentation, including all disclosures, rests with the Controller of the City of Indianapolis. The data, as
presented, is accurate in all material respects. It is presented in a manner designed to set forth the financial position and results of operations
of the City. Disclosures necessary to enable the reader to gain the maximum understanding of the City's financial affairs are included.

The CAFR conforms to the standards for financial reporting of the Governmental Accounting Standards Board (GASB) and the
Government Finance Officers Association of the United States and Canada (GFOA). There are three main sections to this report. The
Introductory Section includes this letter, the Certificate of Achievement for Excellence in Financial Reporting, a description of the
government and related taxing districts, a list of elected officials, and the City’s organizational charts. The Financial Section includes the
independent auditors’ report, management’s discussion and analysis (MD&A), the basic financial statements for the City, and
supplementary information. The Statistical Section includes selected financial and demographic information presented on a multi-year
basis. The MD&A can be found beginning on page 3.

The City is required to undergo an annual single audit in conformity with the provisions of the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Information related to this single audit, including the
schedule of federal financial assistance, findings and recommendations, and auditors’ reports on internal control and compliance with
applicable laws and regulations, is included in a separate report.

This report contains all funds of the City. The City operates under an elected Mayor and City-County Council (29 members) form of
government. The City provides services in public safety, public works, health and welfare, cultural and recreation, urban
redevelopment, housing, and economic development. The City operates public housing facilities and a waterworks facility.

ECONOMIC CONDITION AND OUTLOOK

In 2008, the economic development activity of the City of Indianapolis remained steady in spite of the economic downturn that
currently exists in our nation. With the assistance from our partners at Indianapolis Economic Development Inc., the City secured
commitments from 23 economic development related projects totaling more than $240 million in new private capital investments, over
2,400 new jobs, and more than 4,000 retained jobs.

Specifically, EnerDel chose to expand its lithium battery operations here in Indianapolis. EnerDel, a subsidiary of Enerl, Inc. (AMEX:
HEV), develops and manufactures compact, high performance lithium-ion (Li-ion) batteries to power the next generation of hybrid and
electric vehicles. Led by an experienced team of engineers and energy system experts, the company is building proprietary innovations
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electric vehicles. Led by an experienced team of engineers and energy system experts, the company is building proprietary innovations
based on technology pioneered with the Argonne National Laboratory. EnerDel produces its batteries at its state-of-the-art facilities in
Indianapolis, Indiana, and is expecting to be the first company to mass-produce a cost-competitive lithium-ion battery for hybrid and
electric vehicles. In addition to the automobile market, applications for Ener] lithium-ion battery technology include medical, military,
aerospace, electric utility, and other growing markets. EnerDel committed to making a $90.3 million capital investment, hire an
additional 317 employees, and retain 67 employees as a part of this expansion.

Additionally, the life science related firm, AIT Labs (AIT), expanded its operations on the City’s westside with a total capital
investment of over $13.2 million, the creation of 131 new jobs, and the retention of 226 jobs. AIT is a full-service reference lab
recognized nationwide as a leader in forensic testing and a premiere research institution providing pain management, clinical, and
pharmaceutical testing,

The City realizes that in order to remain competitive it is necessary to be creative and prepare our less desirable areas for
redevelopment. With that in mind, the City’s Department of Metropolitan Development successfully negotiated the contract with
Symbiont Environmental to create a comprehensive inventory of brownfield sites and sites of environmental concem in Indianapolis.
The brownfield inventory will allow for prioritization of sites and allow for promotion of redevelopment. It will also assist the
Department with matching sites with appropriate incentives.

The Depariment of Metropolitan Development also continues to assist in advancing economic development efforts through the
creation of the Economic Development Revolving Loan Fund (RLF), which will be used to enhance the ability of business owners to
secure the necessary capital to finance business expansion projects. The program is funded using Community Development Block
Grant (CDBG) funds. Besides filling the financial gap, the RLF program helps to stimulate job creation and revitalize under-utilized or
deteriorated commercial and industrial properties.

In addition, the City formed its own Community Development Entity (CDE) and applied for the 2009 round of New Market Tax
Credits. The New Markets Tax Credit (NMTC) Program permits taxpayers to receive a credit against federal income taxes for making
qualified equity investments in designated CDEs. Substantially all of the qualified equity investment must in turn be used by the CDE
to provide investments in low-income communities, The NMTC program was designed to make investment capital available to
businesses in qualifying low-income communities, to create jobs, and spur additional economic development. We will find out in late
2009 if we were selected to receive an allocation of the credits.

Long-term Financial Planning

The OFM is responsible for long-term financial planning for the City and Marion County. OFM is also responsible for the annual
budgets for all agencies (both the development and the execution of the budget). Five year forecasts are used to project fund balances
and identify potential shortages.

The City is expecting to experience a $20 to $25 million reduction in property tax revenues in 2010. This reduction will occur due to
the property tax “circuit breakers” enacted by the Indiana General Assembly in 2008. House Enrolled Act 1001-2008 limited the
property tax bill liability based upon the class of property. This “circuit-breaker” limitation is 1.5% of the assessed valuation of the
residential property in 2009 and 1.0 percent of the assessed valuation of the residential property in 2010. Commercial property is
similarly limited to 3.5 percent of the assessed valuation of the commercial property in 2009 and 3.0 percent in 2010, The City took the
aggressive step in 2008 of withholding 5 percent of the approved appropriations for most City and County departments to prepare for
the expected impacts of the circuit breaker in 2010. A similar 5.0 percent reserve is expected to occur in 2009.
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Property tax collections for 2008 did not occur until late in 2008. Therefore, the City financed operations through tax anticipation
warrants, The tax anticipation warrants representing the first six months of operations were paid off in December of 2008 with the
proceeds from provisional tax bills. The second half 2008 warrants are expected to be satisfied by September of 2009. The delayed
collection of pay 2008 property tax levies had a negative impact on the City’s cash flow. The delay primarily causes negative subfund
balances totaling $46 million in the Solid Waste Collection, Park, Fire, and Metropolitan Police subfunds of the General Fund. In
addition, the delay causes a negative fund balance in the Nonmajor Debt Service Funds of $2.4 million.

Relevant Financial Policies
Internal Control Structure

Management of the City is responsible to establish and maintain an internal control structure that ensures the assets of the government are
protected from loss, theft, or misuse and ensures that adequate accounting data are compiled to allow for the preparation of financial
statements in conformity with U.S. generally accepted accounting principles. The intermnal control structure is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a
control should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by
managemerit.

Budgetary Control
Budgetary control is maintained for certain funds, at the object level of expenditure by the encumbrance of purchase orders against
available appropriations. The City uses the GASB expenditure terminology {object) for financial reporting purposes and State of Indiana
expenditure terminology (character) for internal accounting purposes. Capital projects reimbursable by grant revenues are encumbered for
the total amount of the estimated project cost. Outstanding encumbrances to be financed from future revenues, other than approved grant
revenues and certain Consolidated County budgetary account reimbursements are recorded in their entirety as a reservation of fund
balance.

Cash Management

Due to the fluctuating market conditions, excess cash during the year was invested in U.S. Treasury and Agency Notes and Repurchase
Agreements, which were generally for periods of two years or less. It is City policy to invest in certificates of deposit with local, federally
insured banks that have a principal office within the county and have been approved by the Marion County Board of Finance. In June of
2008, the City made its first deposit into TrustIndiana. TrustIndiana provides all Indiana local units of government and agencies of the
State of Indiana the opportunity to invest in concert, benefiting from the inherent economies of scale, and to utilize an alternative designed
specifically for public funds. TrustIndiana only invests public sector funds in securities and other investments, which are legally permitted
pursuant to Indiana law.

Risk Management
The City is self-insured for losses arising from worker’s compensation, automobile liability, and public liability claims. This program
is maintained by the Office of Corporation Counsel. Internal Service funds are used to record the premiums charged to the operating
departments and the claims expense.
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MAJOR INITIATIVES

As indicated in the long-term financial planning section, the City is expecting a negative impact to its property tax revenues due to the
property tax circuit breakers. In order to prepare for this loss of revenue in 2010, the City began a program, very early in 2008, to
review how we deliver services to our taxpayers and to ensure that appropriate performance measures were in place. This program is
called “Indystat” and is led by the Mayor’s Director of Enterprise Development. Each City agency presents key financial and
performance indicators, These indicators are then tracked for trending analysis.

In addition to “Indystat™, the City also conducted process improvement programs. Six Sigma trained black belts (donated by the
generosity of Indianapolis’ corporate partners) performed process improvement programs for filling pot holes, answering telephones in
the Mayor’s Action Center, and operations at the Animal Care and Control Center. The success of these initial reviews led to the City
beginning its own internal Six Sigma program of process improvement. The City has partnered with the High Performance
Government Network to provide training to the City’s employees.

The current “Clean Streams” team’s twenty-year plan to eliminate the dumping of raw sewage into the City’s rivers, clean up failing
septic systems, and improve flood control continues and remains a major initiative for the City. Through a process of “value-added
engineering” substantial efficiencies and cost saving initiatives have been identified. This re-engineering has reduced the required fee
increases to finance the construction while improving the amount of waste to be processed through the appropriate wastewater
treatment plant. The twenty-year capital cost of Clean Streams is in excess of a billion dollars. The costs will be funded primarily
through user fees.

OTHER INFORMATION

Audit Committee

The City’s Audit Committee was formalized by City-County Council ordinance to provide an independent review body for the audit
activities of the City. At December 31, 2008, the Audit Committee members were:

Mr. William Sheldrake, Chairperson President, Policy Analytics, LLC

Mr. Michael Huber Director of Enterprise Development, City of Indianapolis

Mr, Jeffrey Spalding Indiana Commission for Higher Education

Ms. Jackie Nytes City-County Councillor, City of Indianapolis — Marion County
Ms. Christine Scales City-County Councillor, City of Indianapolis — Marion County

Ms. Susan Swayze Indiana Family Institute



Certificate of Achievement

The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Indianapolis for its
Comprehensive Annual Financial Report for the fiscal year ended December 31, 2007, In order to be awarded a Certificate of
Achievement, a governmental unit must publish an easily readable and efficiently organized comprehensive annual financial report,
whose contents conform to program standards. Such reports must satisfy both U.S. generally accepted accounting principles and
applicable legal requirements. '

A Certificate of Achievement is valid for a period of one year. We believe our current report continues to conform to the Certificate of
Achievement for Excellence in Financial Reporting Program requirements, and we are submitting it to the GFOA to determine its
- eligibility for another certificate.

Aclmowledgment

This report is the combined effort of many people: Office of Finance and Management accountants, internal auditors and departmental
chief fiscal officers, and others. I appreciate their diligent and conscientious work, as well as the efforts of our independent auditors,
KPMG LLP.

Mayor Ballard, I also appreciate your continued guidance, interest, and support of excellence in accounting and reporting.
Respectfully subrnitted,
'ksaué‘ ;ﬁ Wﬂw

David P. Reynolds
Controller
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CITY OF INDIANAPOLIS
ORGANIZATION OF LOCAL GOVERNMENT AND TAXING DISTRICTS

Introduction

The City of Indianapolis (City) was originally incorporated in 1832. It is the largest city in the State of Indiana (the State) and the
thirteenth largest city in the nation with a population of 795,000 and a metropolitan area population of approximately 1.6 million
people. The City encompasses a land area of 402 square miles, making it the eighth largest city in the nation in terms of land area. The
City, located at the geographic center of the state, is the State capital and also serves as the physical, economic, and cultural capital.
Indianapolis has a stable and diversified economy with employment rates and income levels consistently above the national averages.

Form of Government

On January 1, 1970, the governments of the City and that of Marion County (the County) were unified and their form of service
delivery consolidated, thereby extending the City's boundaries to generally coincide with those of the County. Four municipalities
(Beech Grove, Lawrence, Speedway, and Southport) located within the County boundaries were specifically excluded from most
functions of the consolidated City by the consolidating act. The consolidated government provides for a Mayor and a twenty-nine
member legistative council. The City-County Council consists of twenty-five councilors elected from single-member districts and four
councilors elected at large. Because the Mayor's powers extend to the entire county, residents of the Town of Speedway and the Cities
of Beech Grove, Lawrence, and Southport, the municipalities not affected by the reorganization, vote for the Mayor as Chief County
Executive as well as for the councillors at-large.

Since adoption of the consolidated form of government for the City, governmental services within the area of Unigov are provided by
46 different units of local government, including the consolidated City, the County, 5 independent municipal corporations, 11 school
corporations, 9 townships, 12 towns, the 4 municipalities excluded from the consolidated City of Indianapolis, 2 library boards, and
one conservancy district. Within the consolidated City, special taxing districts were created to coincide with user benefit district
boundaries then existing or as extended by the consolidating act. Boundaries of the various districts are such that a resident may be a
member of one district and not another. Therefore, the resident’s geographic location within the County determines the governmental
unit and taxing district rates to be combined in calculating the specific tax rate. As a result of the varying areas in which services are
provided by the 46 different governmental units, the County is broken down into 61 different geographical areas for purposes of tax
rate determination.

The maps on pages XV and X VI illustrate the relationship of the described taxing units,

X1



XIv

The following taxing units are within the consolidated City, and all except the consolidated County and the special service districts can
issue bonds:

Map Map
Civil City 2 Flood Control District 1
Consolidated County 1 Metropolitan Thoroughfare District 1
Redevelopment District 2 Police Special Service District 5
Solid Waste Collection Special Service District 7 Fire Special Service District 6
Solid Waste Disposal Special Service District 2 Park District 1
Sanitary District 8 Public Safety Communications & Computer Facilities District 1

The Metropolitan Thoroughfare District, Flood Control District, Park District, and Public Safety Communications & Computer
Facilities District are special taxing districts, the boundaries of which are coterminous with the boundaries of Marion County.

The Indianapolis Redevelopment District and the Solid Waste Disposal Disirict are special taxing districts; the boundaries and taxable
property of which are coterminous with the boundaries of the City. The Redevelopment District includes a Consolidated Tax
Allocation Area, which captures incremental increases in assessed valuation for the repayment of the Tax Increment Finance Bonds.

Other Governmental Units
The consolidated City of Indianapolis is within the boundaries of Marion County, as are the following:

¢ Marion County as a govemméntal unit provides services such as courts, sheriff, tax assessment, and collection, etc., not otherwise
provided by other governmental units.

e The Capital Improvement Board of Managers (Board) is a separate and distinct municipal corporation with territory
coterminous to the territory of Marion County. The Board is authorized to finance, construct, equip, operate, and maintain any
capital facilities or improvements of general public benefit or welfare which would tend to promote cultural, recreational, public,
or civic well-being of the community. The Board operates facilities used for sports, recreation, and convention activities in
downtown Indianapolis. The Marion County Convention and Recreational Facilities Authority was created in 1985 under
applicable State statutes to provide certain financing for projects of the Board.

e« The Indianapolis Airport Authority (Airport Authority) and the Health and Hospital Corporation of Marion County are
separate and distinet municipal corporations with territory coterminous to the territory of Marion County. The Airport Authority
was established for the general purpose of acquiring, maintaining, operating, and financing airports and landing fields in and
bordering on Marion County. The Airport Authority bonds are general obligations payable from unlimited ad valorem taxes
assessed on all taxable property of Marion County; however, in practice the bonds have been paid from the net revenues of the
Airport Authority. The Health and Hospital Corporation was given the mandate to provide preventative and curative health
programs for the residents of the County, including indigent health care.



e The Indianapolis-Marion County Building Authority (the Authority) is a separate and distinct municipal corporation that acts as
landlord for the City-County Building. The County pays 58% and the City pays 42% of the total lease rental. The Authority also
has outstanding bonds payable from lease rentals (which are paid from taxes levied) from the County for the Marion County Jail
expansion, and from the City for the central maintenance garage. Minor portions of Authority facilities are leased to other units of
government and private parties.

e The Indianapolis Public Transportation Corporation (IndyGo) is a separate and distinct municipal corporation with territory
coterminous to the territory of the consolidated Civil City of Indianapolis. IndyGo provides public transportation service within the

County.

e The Indianapolis Marion County Public Library is a separate and distinct municipal corporation, the territory of which includes

the property in Marion County, excluding the City of Beech Grove and the Town of Speedway.

There are also several separate school districts in Marion County. In addition to the general obligation bonds of these school districts,
various school building corporations have outstanding bonds payable from lease rentals (which are paid from taxes levied) from school
districts for the lease of school buildings constructed by the building corporations.

See page XVII for the Unigov Organization Chart and page XVIII for the consolidated City of Indianapolis Organization Chart.
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CITY OF INDIANAPOLIS
SCHEDULE OF ELECTED AND APPOINTED OFFICIALS

December 31, 2008

ELECTED OFFICIALS*

Name Title Service Occupation
Gregory A. Ballard Mayor 1 Mayor and Chief County Executive
Bob Cockrum City-County Council President 13 Retired
Kent Smith City-County Council Vice President 1 United States Marine Corp
Paul Bateman City-County Councillor 3 Project Manager Devington Green Jobs Workforce
Vernon Brown City-County Councillor 5 Indianapolis Fire Department Battalion Chief
Virginia J. Cain City-County Councillor 5 Homemaker and Community Organizer
Jeffrey Cardwell City-County Councillor 1 Small Business Owner
Ed Coleman City-County Councillor 1 Nurse
N. Susie Day City-County Councitlor 5 Claims Specialist, Department of Workforce Development
Jose Evans City-County Councillor 1 CEOQ, Evans & Associates, LLC
Monroe Gray, Jr. City-County Councillor 17 Retired
Ben Hunter City-County Councillor 1 Indianapolis Metropolitan Police Department
Maggie Lewis City-County Councillor 1 Community Consultant, Indiana Criminal Justice Institute
Robert Lutz City-County Councillor 2 Self-Employed Attorney at Law '
Brian Mahern City-County Councillor 1 Policy Analyst, Indiana Utility Regulatory Commission
Dane Mahern City-County Councillor 5 Human Resource Consultant, City of Indianapolis
Barbara Malone City-County Councillor 1 Attorney
Angela Mansfield City-County Councillor 5 Attorney and Certified Public Accountant
Janice McHenry City-County Councillor 1 Retired
Michael McQuillen City-County Councillor 1 Owner, PoliticalParade.com
Doris Minton-McNeil City-County Councillor | Executive Asst., Indianapolis Public Schools
Mary Bridget Moriarty Adams  City-County Councillor 21 Human Resources Manager, Multiple Sclerosis Foundation
Jackie Nytes City-County Councillor Y Executive Director, Mapleton Fall Creek Development Corp.
William C, Oliver City-County Counciilor 5 Retired
Marilyn Pfisterer City-County Councillor 5 Retired
Lincoln Plowman City-County Councillor 5 Indianapolis Metropolitan Police Department
Joanne Sanders City-County Councillor 9 International Representative, Alliance of Theatrical Stage Employees
Christine Scales City-County Councillor 1 Homemaker and Conumunity Organizer
Mike Speedy City-County Councillor 5 Attorney/Real Estate Development Consultant
Ryan Vaughn City-County Councitlor 2 Associate Attorney, Barnes & Thornburg
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CITY OF INDIANAPOLIS
SCHEDULE OF ELECTED AND APPOINTED OFFICIALS (Cont.)
December 31, 2008
ELECTED OFFICIALS*
Name Title Service Occupation
Jackie Nytes City-County Councillor 9 Adj. Faculty, Gradnate School of Library Sciences, Indiana
University-Purdue University at Indianapolis
William C. Oliver City-County Councillor 5 Retired
Marilyn Pfisterer City-County Councillor 5 Business woman
Lincoln Plowman City-County Councillor 5 Indianapolis Metropolitan Police Department
Joanne Sanders City-County Councillor 9 Intemational Representative, Intemmational Alliance of
Theatrical Stage Employees
Christine Scales City-County Councillor | Business woman
Mike Speedy City-County Councillor 5 Owner, Real Estate Consulting and Development
Ryan Vaugh City-County Councillor 2 Attorney
Michael A. Rodman Ex-Officio City Treasurer 4 Marion County Treasurer

*  The term of office for all elected officials expires December 31, 2011 except for the Marion County Treasurer, whose term expires December 31, 2008.
APPOINTED OFFICIALS

Number of Number of Years Associated with
Years in This City of Indianapolis — Marion
Name Position Position County
Paul Okeson Chief Deputy Mayor/Chief of Staff 1 1
Olgen Williams Deputy Mayor of Neighborhoods 1 1
Nick Weber Deputy Mayor 1 1
David P. Reynolds Controller-Office of Finance and Management 1 1
Chris Cotterill Corporation Counsel 1 1
Maury Plambeck Director of Metropolitan Development 9 20
David Sherman Director of Public Works 1 1
Scott Newman Director of Public Safety 1 9
Stuart Lowty Director of Parks and Recreation 1 |
Melissa Thompson Clerk of the City-County Council 1 9
Michael D. Humphreys Administrator of Intemal Audit 29 29

CERTIFIED PUBLIC ACCOUNTANTS KPMG LLP



CONSOLIDATED CITY OPERATIONS

Executive & Legislative

The Mayor is the chief executive officer of the consolidated City. The Mayor may serve unlimited four-year terms and enjoys wide
appointive powers, including the right to name deputy mayors, department heads, and many board and commission members (the
deputy mayor and department director appointments are subject to approval by a majority of the City-County Council). The Mayor
also appoints the Controller and the Corporation Counsel for the consolidated City.

The Mayor controls the major adminisirative functions of the consolidated City through four departments as follows: Metropolitan
Development, Public Works, Public Safety, and Parks and Recreation, each headed by a director, and through special taxing and
service districts. Transactions for the Mayor's office are accounted for in the Consolidated County subfund of the General Fund. The
Mayor heads a cabinet of appointed Deputy Mayors, Corporation Counsel, Controller, and Department Directors. The Office of
Internal Audit is independent of any City department, as is the Office of the Corporation Counsel and the Office of Finance and
Management, These divisions report directly to the Mayor.

CITY-COUNTY COUNCIL

The Council staff provides efficient and economical administrative support to the local legislative branch of government. The Council
is responsible for adoption of appropriations and tax rates supporting the City and County annual budgets, and reviews and
recommends the five Municipal Corporations’ annual budgets. The Council also confirms appointments of individuals to the positions
of Deputy Mayor and Directors of UNIGOV Departments. They also enact legislation and appoint individuals to various boards and
commissions of local government. Transactions for this division are accounted for in the Consolidated County subfund of the General
Fund.

CABLE COMMUNICATIONS AGENCY

The Cable Communications Agency oversees cable franchise compliance and contractual obligations, as well as prepares and
supervises renewal of franchise agreements. Through WCTY/Channel 16 and Government TV2, the Cable Communications Agency
provides City-County government information to Marion County citizens and supplements public safety education. Agency staff
makes recommendations for the best usage of communications equipment through research of new communication models and
technologies. Transactions for this division are accounted for in the Consolidated County subfund of the General Fund.

OFFICE OF THE CORPORATION COUNSEL

The Office of the Corporation Counsel provides legal counseling and representation for all agencies of City and County government
and is headed by Corporation Counsel who is appointed by the Mayor. Transactions for this Office are accounted for in the
Consolidated County subfund of the General Fund. The responsibilities of the Office are governed by Indiana statute, which vests the
Office with the authority to represent and defend the City and County and its officers in causes of action in which they are parties by
virtue of their official capacity and to compromise litigation and effect settlement of pending litigation. In addition, the Office
furnishes legal advice and formal opinions and conducts legal proceedings. The City Prosecutor’s Office, also a part of the Office of
the Corporation Counsel, initiates legal action for the purpose of enforcing City ordinances. The preparation of non-fiscal ordinances



for introduction before the City-County Council and the drafting of legislative proposals in the Indiana General Assembly are also
functions of the Office of the Corporation Counsel.

In 2008, the Office of the Corporation Counsel took over the Equal Opportunity Division.

OFFICE OF FINANCE AND MANAGEMENT

The Office of Finance and Management is charged with the fiscal management of City and County government. Appointed by the
Mayor, the City Controller ensures that financial assets of the government are protected. The office is responsible for the annual City
and County budgets, financial reporting, accounting policy for the City and County, cash management, City licenses, and federal audit
relationships with transactions accounted for in the Consolidated County subfund of the General Fund.

The Division of Purchasing, which reports to the City Controller, acts as the central purchasing agent for all City and County
govemment offices with transactions accounted for in the Consolidated County subfund of the General Fund. The Division has
responsibility for obtaining all necessary materials, equipment, services, and performing certain phases of bookkeeping for City-
County government, and oversees the disposal of surplus assets.

The Collections section is a part of the Office of Finance and Management and is responsible for pursuing collections of amounts
owed by third parties to various City and County agencies with transactions accounted for in the Consolidated County subfund of the
General Fund, with the exception of revenue from parking fines, which is accounted for in the Parking Special Revenue Fund.

In 2008, the Division of Administration ceased to exist and the Human Resource division now reports to the City Controller.

Department of Metropolitan Development

The Department of Metropolitan Development’s primary objectives are to provide improved service delivery through effective
communications, collaboration, and developmental assistance to promote partnership between the public and City government to
facilitate quality housing and economic growth throughout the county. The Department follows policy established by the Metropolitan
Development Commission and coordinates the activities of its operating divisions: Administrative Services, Community Economic
Development, Planning, Neighborhood Services, Historic Preservation Commission, Compliance, and Regional Transportation
Authority. The Metropolitan Development Commission is the policy-making body of the Department of Metropolitan Development
and receives staff support from the Department. The Commission is composed of nine members, four of whom are appointed by the
Mayor, three by the City-County Council, and two by the Board of County Commissioners,

DIVISION OF ADMINISTRATIVE SERVICES

The Division of Administrative Services provides managerial and financial support to other divisions in the Department of
Metropolitan Development. Financial staff also offers financial management support, in the form of budgeting, financial reporting,
payroll, and accounts payable/receivable management to the other department divisions consistent with established policies by federal,
state, and local regulations. Transactions for this division are accounted for in the Redevelopment subfund of the General Fund.
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DIVISION OF COMMUNITY ECONOMIC DEVELOPMENT

The Community Economic Development division has the responsibility of administering all U.S. Department of Housing and Urban
Development grants, with transactions accounted for in the Federal and State Grants Special Revenue Funds and the Consolidated
County and Redevelopment subfunds of the General Fund. The division supports activities of community development, affordable
housing, neighborhood capacity building, human services, neighborhood strategic programming, and capital improvements projects.
The division also administers the Unsafe Building Program in conjunction with the Health and Hospital Corporation of Marion
County. Additionally, the division promotes economic development by leveraging private and public resources in support of
developing affordable housing and new employment opportunities in neighborhoods, as well as managing department-owned
propetties throughout the City.

DIVISION OF PLANNING

The Division of Planning has wide-ranging responsibilities in areas of social, physical, and economic planning. It analyzes present
community conditions and makes projections of future development, recommending various plans for private and public action. The
Divigion also is responsible for transportation planning activities as the Mefropolitan Planning Organization (MPQO) for the
Indianapolis Urbanized Area. The division processes all land use petitions for public hearing, and reviews, revises, and updates zoning
ordinances to reflect the needs of the community. Transactions are accounted for in the Federal Grants Special Revenue Fund and the
Consolidated County and Transportation subfunds of the General Fund.

NEIGHBORHOOD SERVICES

The Division of Neighborhood Services is respomsible for facilitating and enhancing communications between the public and
government. Staff is responsible for identifying and assisting in addressing the needs of township residents, community organizations
and businesses; enlisting citizen and business participation with government and increasing public awareness of the programs and
services offered by the City. Transactions are accounted for in the Consolidated County subfund of the General Fund.

INDIANAPOLIS HISTORIC PRESERVATION COMMISSION

The Indianapolis Historic Preservation Commission is a semi-autonomous agency of City-County government, charged with the
responsibility of designating and administering local Historic Areas, both districts and individual structures; promoting the
preservation and re-use of historic structures; and offering technical assistance to Marion County residents and property owners.
Indianapolis Historic Preservation Commission transactions are accounted for in the Federal Grants Special Revenue Fund and the
Consolidated County subfund of the General Fund.

DIVISION OF COMPLIANCE

The Division of Compliance is responsible for enforcing zoning ordinances and building code compliance; issues permits, monitors
construction activities, licenses contractors, and registers various trade contractors licensed by the State. Transactions are accounted
for in the Consolidated County subfund of the General Fund.



REGIONAL TRANSPORTATION AUTHORITY

Regional Transportation Authority is the administrative staff in support of the Central Indiana Regional Transportation Authority
(CIRTA), CIRTA’s mission is to develop a comprehensive system of transportation alternatives for central Indiana residents. CIRTA
was created by State statute in 2004 and is governed by a 16-member board of directors who represent all nine counties in the region
(Marion, Hamilton, Hancock, Shelby, Johnson, Morgan, Hendricks, Boone, and Madison), as well as municipalities and the labor
organization for transportation workers. Transactions are accounted for in the Federal Grants Special Revenue Fund and the
Consolidated County and Transportation subfunds of the General Fund.

Department of Public Works

The Department of Public Works (DPW) is responsible for the following: street and traffic signal maintenance, trash collection and
disposal, flood control maintenance, collection and treatment of sewage, snow removal, air pollution control, and environmental
remediation. DPW also has responsibility for the acquisition and maintenance of vehicles and heavy equipment used by City and
County agencies. The department has four major divisions: Policy and Planning, Engineering, Operations, and Fleet Services.

The Board of Public Works is the supervisory and policy-making body of the DPW. The board consists of seven members and meets
twice per month. The Director of the DPW serves as the chair of the board; three members are appointed by the Mayor and three by
the City-County Council. Appointees serve one-year terms at the pleasure of the appointing authority. The board reviews the
department budget, holds any hearings required by law, and approves the award of all contracts.

POLICY AND PLANNING DIVISION

The Administrative Services Section manages the administration for the entire department. This includes financial and budget
planning, asset management, and contractual agreements. The section also monitors the financial aspects of the Indianapolis Resource
Recovery Facility. Administrative transactions are accounted for in the Consolidated County Subfund of the General Fund, the
Stormwater subfund of the General Fund, and the Federal Grants Special Revenue Fund. The section's services include the general
services for budget preparation, contract administration, general accounting services, goods procurement, payroll management, data
management and entry, property management, and personnel coordination and management.

The Administrative Services Section has three main areas of responsibility:

1. Financial Services, This section provides purchasing, accounting, and payroll services to all areas within the department.

2. Business Services. This section provides the necessary administrative functions for the department in the areas of data management,
payroll, revenue collection and accounting, and other administrative services and processes.

3. Contract Services. This section provides administrative support and review for service contracts with the department. This section
manages the processes involved with procurement and contract execution, including the Board of Public Works. The day-to-day
management of the contracts remains with the operational areas responsible for solid waste removal, mowing, sewer collection
system, abandoned vehicles, and street sweeping.

The Public Information Services Section assists DPW and the City by arranging and executing public meetings, media services, public
speaking, departmental presentations, and neighborhood coordination.



The Strategic Planning Section provides public access to the many programs administered by the Engineering and Operations
Divisions and throughout the DPW. This section disseminates information through the media, written publications, correspondence,
and by telephone on engineering projects. This section also provides neighborhood services and citizen’s relations services.

As an outgrowth of the Strategic Planning Section, the Office of Sustainability was established in 2008. This new office and the new
Sustainindy initiative, which has strong ties to the City’s environmental agenda, is housed and budgeted in DPW. The charge of
SustainIndy includes public-private coordination of environmentally responsible actions that impact community awareness, economic
development, and quality of life in Indianapolis for today and in the future. More information regarding this initiative can be found at
http://www.sustainindy.org. '

The Office of Environmental Services (OES) assures environmental protection for Indianapolis residents through industrial
surveillance and permitting, Air quality, water and land pollution abatement, and environmental remediation projects are managed
under this section. The section also separates the household hazardous collection program. In addition, it oversees the Industrial Pre-
treatrnent Program and the Air Pollution Control Board’s Ordinance Enforcement and Regulatory authority. In late 2008, it was
confirmed that the State of Indiana’s Department of Environmental Management (IDEM) would take over management of the air
guality permitting and monitoring, throughout Indiana, including Indianapolis’/Marion County. Grant funding for the air quality
activities was discontimued on December 31, 2008. Transactions are accounted for in the Sanitation, Solid Waste Collection, Park, and
Consolidated County subfunds of the General Fund.

ENGINEERING DIVISION

Engineering plans, designs, constructs, reconstructs, and maintains all sireets, sewers, roads, bridges, and thoroughfares. The
department is also responsible for access control, traffic control, and street lights on the same. Excluded from the Department’s control
are:

1. Interstate, U.S., and State routes under the jurisdiction of the Indiana Department of Transportation; and
2. Local streets within the other incorporated cities and towns within the County.

This section's general services include development of programs and projects, inventories, transportation studies, design contract
administration, service contract negotiation, construction contract management, pavement management, review and approval of private
development projects, and providing technical expertise to other divisions and agencies. Transactions for this section are recorded in
the City and County Cumulative Capital Projects Funds and the Transportation, Sanitation, and Stormwater Management subfunds of
the General Fund.

The Engineering Administration Section provides the necessary administrative support for implémentation of the department's
programs to expand and protect the City’s transportation, sanitation, and stormwater networks.

The Construction Services Section provides the necessary project scope and design criteria and determines the project schedule.
Consultant selection is also a primary task for this group. This section also provides the technical expertise to accomplish all design
and construction contract management for the transportation and sanitation improvement and flood control projects. This section is



responsible for supervising and administering all construction contracts for transportation, sanitation, and storm water network
improvements.

The Environmental Engineering Section provides services including the development of programs and projects, inventories, studies,
design contract administration, and service contract negotiation related to the sanitary and drainage programs of the City. This also
includes the review and approval of private development projects and providing technical expertise to other divisions and agencies.

The Transportation Engineering Section provides services including the development of programs and projects, inventories,
transportation studies, design contract administration, and service contract negotiation related to the transportation programs of the
City. This also includes construction contract management, pavement management, review and approval of private development
projects, and providing technical expertise to other divisions and agencies.

During 2008, there was some blending of the Engineering and Operations Division. While the divisions of Engineering and Operations
still exist, the functional organization has experienced engineers leading the transportation and sanitary/storm water programs. The
range of responsibilities is from planning, design, and construction to planned and reactive maintenance of roads and sewers. There is
now better coordination and planning for resources involved with the City’s infrastructure assets.

OPERATIONS DIVISION

The Solid Waste Services Section is responsible for collecting trash from five of the twelve solid waste districts. The section also
monitors the financial and technical aspects of the resource recovery waste districts. Approximately 150,000 tons of trash is collected
annmually. Household refuse is disposed of at the Indianapolis Resource Recovery Facility where the waste is burned and steam is
generated. The steam is sold to a local power company. The Solid Waste Management Section also monitors the financial and
technical aspects of the resource recovery facility's operations. Other waste, such as construction debris, is taken to the Southside
Landfill. Other services of the Solid Waste Management include the removal of dead animal carcasses from the public right of way
and operation of drop-off recycling programs. Section transactions are accounted for in the Solid Waste Collection and the Solid
Waste Disposal subfunds of the General Fund.

The Maintenance Services Section has six main areas of responsibility:

1. Traffic Operations. Responsible for the implementation and operation of all traffic control features of the transportation network.
Ensures traffic safety and guides motorists throughout the City through signals, signs, and pavement markers.

2. Street Maintenance. Responsible for the maintenance of all roads, bridges, and other transportation facilities under the City’s

jurisdiction. Also responsible for preventative maintenance and snow and ice removal on City streets.

Grass and Weeds. Responsible for mowing of levees, parkways, and private weed enforcement lots.

Building and Grounds. Responsible for maintaining DPW facilities and the Monon Trail.

Parking Meter. Responsible for collection of revenue, repair of parking meter equipment, and administration of contracts.
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Customer Services. Responds within three days to citizen complaints that are called into the Mayor’s Action Center such as sanitary sewer

back-ups, sewer odors, cave-ins, flooding and drainage problems, street and sidewalk problems, iliegal dumping, graffiti, and sewer locates.
Service requests are directed to the Township Coordinators who complete over 20,000 inspections per year. Customer Services also works

closely with the utility companies and other City and County departments.



The section’s general services include road and bridge maintenance and reconstruction, resurfacing, curb and sidewalk replacement
and repair, street repair, weed control, mowing, road side drainage, shoulder maintenance, pavement joint maintenance, guard rail
installation and repair, emergency maintenance functions (barricading and temporary repairs), snow and ice removal, litter pick-up in
the downtown area, traffic signal installation, modernization and maintenance, pavement markings, and traffic sign manufacturing and
installation. Transactions for this section are recorded in the Transportation, Sanitation, Solid Waste Collection, and Storm Water
Management subfunds of the General Fund and the Parking Special Revenue Fund.

The Water Management Services Section monitors the contracts for the operation of the City’s two Advanced Wastewater Treatment
Facilities. These facilities have the capability of processing 250 million gallons of wastewater per day. Transactions of the section are
accounted for in the Sanitation, Consolidated County, Solid Waste Collection, Storm Water Management, Solid Waste Disposal, and
Transportation subfunds of the General Fund.

FLEET SERVICES DIVISION

The Indianapolis Fleet Services (IFS) is responsible for the maintenance; fueling, monitoring, and repair of all vehicles and other
equipment owned by the City and has all powers and duties necessary for operation of a municipal garage. IFS also maintains and
supplies fuel for vehicles and equipment owned by a number of other governmental agencies on a contractual basis. Transactions for
this Division are accounted for in the Consolidated County subfund of the General Fund. The costs associated with maintaining and
fueling city-owned vehicles and equipment are charged back to the departments that own the equipment.

Department of Public Safety

This Department maintains order and protects the rights and property of the citizens of Indianapolis. The Director retains responsibility
for major policy decisions, budgeting, long-range planning, and the day-to-day coordination of five departmental divisions: Fire,
Police, Emergency Management Planning, Animal Care and Control, and Weights and Measures. The Director of the Department of
Public Safety serves as the Mayor’s appointee on many commissions and councils at the national, state, and local levels in order to
coordinate the activities of Public Safety Department divisions with various other state and local criminal justice agencies.

The Director appoints the Fire Chiefs for the Consolidated City. The Director also supervises the hiring, promotion, affirmative action,
and discipline of all Department divisions with the advice and assistance of two statutory boards and several non-statutory citizen
boards and committees. The statutory boards include a five-member Board of Public Safety and a six-member Fire Merit Board.
Transactions for this division are recorded in the Consolidated County subfund of the General Fund.

The Board of Public Safety is composed of the Director of Public Safety and four other members, two of whom are appointed by the
Mayor and two others by the City-County Council. Board members serve one-year terms at the pleasure of the Mayor or the Council.

The board studies issues related to the Department of Public Safety, which the Director brings before the members; it also indicates
areas requiring further study to the Director, The board approves the award and amendment of contracts by the Department for
purchase or lease of capital equipment or other property where the contract is required to be bid under Indiana Code 36-1-12. The
Board also approves the employment of persons engaged by the department to render professional or consulting services.
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INDIANAPOLIS METROPQLITAN POLICE DEPARTMENT (IMPD)

This Division is primarily responsible for enforcement of laws to protect life and property while creating and maintaining active
police/community partnerships and assisting citizens in identifying and solving problems to improve the quality of life in their
neighborhoods. The IMPD was established January 1, 2007 through the consolidation of the Indianapolis Police Department and the
law enforcement force of the Marion County Sheriff. On January 1, 2007, IMPD assumed all law enforcement services for the
consolidated City. Transactions are accounted for in the Metropolitan Police subfund of the General Fund, which is funded from the
Consolidated City district that includes all of the County except for the excluded cities; Southport, Speedway, Lawrence, and Beech
Grove. The Police Special Service District exists only for the purpose of the police pensions.

INDIANAPOLIS FIRE DEPARTMENT

This division’s services include fire prevention, fire fighting, and emergency rescue. The Division also administers immediate first aid
services, inspects buildings, investigates suspected cases of arson, gives fire and safety instructions, and provides fire and rescue
training for other fire departments. The Division is funded from a special service district of the Conselidated City and coordinates fire
protection with the Township and Volunteer Fire Departments of the District. Transactions are accounted for in the Fire subfund of the
General Fund, the Federal Grants Special Revenue Fund, and the City Cumulative Capital Projects Fund.

DIVISION OF EMERGENCY MANAGEMENT PLANNING

This division functions as the local Department of Homeland Security. It coordinates all government and non-government
organizations that deal with emergency situations, and provides unique civil preparedness skills and capabilities not available under
other organizations. Transactions are accounted for in the Consolidated County subfund of the General Fund, the Federal Grants
Special Revenue Fund, and the City Cumulative Capital Projects Fund.

ANIMAL CARE AND CONTROL DIVISION

This division is responsible for protecting the public from injuries, property damage, and disease caused by stray animals. Transactions
are accounted for in the Consolidated County subfund of the General Fund. The division has the authority to capture, impound, and
destroy stray animals, including wildlife,

DIVISION OF WEIGHTS AND MEASURES

This division is responsible for checking all weighing and measuring devices as required by the State Weights and Measures law. The
division checks scales and measuring devices and performs tests and calibrations. Transactions are accounted for in the Consolidated
County subfund of the General Fund.

Department of Parks and Recreation

The Department of Parks and Recreation (Indy Parks and Recreation) provides clear leadership and well-defined direction for
enhancing the quality of life for Indianapolis and Marion County residents by offering park and recreation resources that 1) provide
and/or facilitate quality recreation and leisure opportunities; 2} encourage and support natural and cultural resource stewardship and
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environmental education; 3) include safe, clean and well-maintained park facilities for the community’s use and enjoyment; and 4)
promote and facilitate mutually beneficial countywide partnerships. Indy Parks and Recreation offers recreational opportunities at
regional, community, neighborhood, and nature parks, as well as at schools and other facilities. The parks system includes 7
greenways, 25 recreation centers, 24 aquatic centers, 13 golf courses, 428 sports fields and courts, and 127 playgrounds. City
ordinances and state statutes are enforced by Indy Parks and Recreation to protect public parklands and facility use. The Department’s
organization consists of nine divisions including Administration, Community Recreation, Sports and Special Revenue Facilities, Golf,
Environmental and Interpretive Services, Park Maintenance, Park Rangers, Resource Development, and Greenways. Transactions for
this department are recorded in the Parks subfund of the General Fund and the Federal and State of Indiana Grants Special Revenue
Funds.

ADMINISTRATION DIVISION

Administration provides departmental level leadership, management, and oversight of the business operating elements. The
Administration Division includes a variety of functions essential to the organization including finance, marketing and public relations,
grants, alliances and partnerships, and a variety of other special projects. This division facilitates and coordinates the implementation
of cross-divisional activities.

COMMUNITY RECREATION DIVISION

The Community Recreation Division provides recreational services and opportunities to Marion County residents. Community
Recreation’s core areas include community centers, neighborhood parks, arts services, day camps, and after-school therapeutic and
senior programs.

SPORTS AND SPECIAL REVENUE FACILTIES DIVISION

The Sports and Special Revenue Facilities Division provides sports programs and special facilities combined with educational
opportunities for volunteers, coaches, and staff. The facilities include indoor and outdoor aquatic centers, sports courts and fields, ice
rinks, Velodrome, skate park, and BMX track.

GOLF DIVISION

The Golf Division offers golf opportunities for people of all ages and physical abilities throughout the Indianapolis community. This
division manages municipal courses as well as plans and oversees capital improvements at each course. It manages course operating
contracts, service contracts, and course management contracts.

ENVIRONMENTAL AND INTERPRETIVE SERVICES DIVISION

The Environmental and Interpretive Services Division provides quality environmental education and interpretive programs to the
community through nature centers and the hub naturalist program.



PARK MAINTENANCE DIVISION

The Park Maintenance Division maintains Indy Parks’ facilities and parks. Operating elements include beautification, forestry (including
the City’s street trees), grounds and facility maintenance, land improvement, natural resources, and land stewardship.

PARK RANGERS DIVISION

The Park Rangers Division implements education safety programs and develops community policing strategies. It is responsible for
enforcement of City ordinances, parks policies, and procedures.

RESOURCE DEVELOPMENT DIVISION

Resource Development steers the direction of the department through resource planning, capital asset development, and sustainable
strategic tactics. In addition to the planning tasks, this division is also responsible for land acquisition and real estate management.

GREENWAYS DIVISION _

The Greenways Division manages, improves, and maintains the 66-mile greenways system within Marion County to provide recreational
and fitness opportunities, promote open space conservation, link neighborhoods with parks and other community assets, and provide
environmental education for the public concerning the greenways system.

Indianapolis Housing Agency

The Indianapolis Housing Agency is responsible for the design, construction, maintenance, and management of decent and safe housing
for low-income, elderly, and disabled persons. The Agency receives its primary funding from the U.S. Department of Housing and Urban
Development (HUD) and rents collected from residents. The Agency’s transactions are accounted for as an Enterprise Fund to maintain
autonomy from City-County tax revenues. Other funds are generated by the Comprehensive Improvement Assistance Program
{Modemization) and Community Development Block Grants (CDBG), which also originate from HUD. In addition, the Agency operates a
program to provide rental and utility assistance payments, which are funded by HUD funds.

Department of Waterworks

In 2002, the City purchased the assets of the former Indianapolis Water Company and formed the Department of Waterworks to oversee
the operation of the utility. A Board of Directors was also appointed consisting of seven members of which three are nominated by the
majority leader of the City-County Council and three by the minority leader of the City-County Council. The seventh member who is
nominated by the Mayor to be the Secretary/Treasurer must be unanimously approved by the remaining members. In addition to the Board
of Directors, a professional staff is employed for the day-to-day management oversight of the waterworks system.

The Board of Directors entered into a twenty-year agreement with Veolia Water (formerly, US Filter Operating Services) for the day-to-
day management of the waterworks. The operator is responsible for all routine operations of the utility and the Department of Waterworks
assumes responsibility for all capital purchases needed to operate the waterworks. Water is provided to residential, comimercial, and
industrial users. The service area includes incorporated and unincorporated area in Marion, Boone, Hancock, Hamilton, and Shelby
counties as well as unincorporated areas of Hendricks and Morgan counties.
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Suite 1500
111 Monument Circle
Indianapolis, IN 46204

Independent Auditors’ Report

Mr. David P. Reynolds, Controller and the Audit Committee
City of Indianapolis, Indiana:

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the discretely presented component unit, each
major fund, and the aggregate remaining fund information, of the City of Indianapolis, Indiana (City), a component unit of the Consolidated City of Indianapolis-
Marion County, as of and for the year ended December 31, 2008, which collectively comprise the City’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City’s management. Our responsibility is to express opinions on these financial statements based
on our audit. We did not audit the financial statements of the Indianapolis Housing Agency, an enterprise fund, and the discretely presented component unit,
which represent 100 percent of the Indianapolis Housing Agency enterprise fund and 100 percent of the discretely presented component unit. Those financial
statements were audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for the
Indianapolis Housing Agency enterprise fund and the discretely presented component unit, is based solely on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit and the report of the other auditors provides a
reasonable basis for our opinions.

In our opinion, based on our audit and the report of other auditors, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information, of the City of Indianapolis, Indiana, as of December 31, 2008, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in conformity with U.S. generally accepted accounting principles.

As discussed in note 1.X, the net assets of the Indianapolis Housing Agency enterprise fund and the discretely presented component unit as of January 1, 2008
have been restated. Also, as discussed in note 17, the City adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 50,
Pension Disclosures — an Amendment of GASB Statements No. 25 and 27 in 2008.

In accordance with Government Auditing Standards, we have also issued our report dated July 21, 2009 on our consideration of the City’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose

1



of that report is to describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 3 through 15, the budgetary comparison information and notes to required supplementary information on
pages 93, 94, and 98 through 100, and the schedules of funding progress and employer contributions on pages 95 through 97 are not a required part of the basic
financial statements but are supplementary information required by U.S. generally accepted accounting principles. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s basic financial statements. The
combining and individual fund financial statements and schedules — other supplementary information on pages 101 through 144 are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole.

The information presented in the Introductory and the Statistical Sections is presented for purposes of additional analysis and is not a required part of the basic

financial statements. Such information has not been subjected to the auditing procedures applied in the audit of the basic financial statements and accordingly, we
express no opinion on them.

KPMe LIP

Indianapolis, Indiana
July 21, 2009






CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2008

This section of the City of Indianapolis’s (City) Comprehensive Annual Financial Report presents an analysis of the City’s financial activities for the year ended
December 31, 2008 based on currently known facts, decisions, and conditions, For a comprehensive understanding of the financial statements, please review the
transmittal letier at the front of this report, along with the City’s financial statements, including the footnotes that follow the basic financial statements.

FINANCIAL HIGHLIGHTS

s On a government-wide basis, the City's assets exceeded its liabilities at December 31, 2008 by $882.4 million. Included in this net asset amount is a
$381.6 million unrestricted deficit due mainly to an unfunded net pension obligation.

» Governmental activities had net assets of $805.0 million and business-type activities had net assets of $77.4 million.

e On a government-wide basis, for 2008, the City’s total expenses were $1,020.6 million or $12.7 million less than the $1,033.3 million generated in charges
for services, grants, taxes, and other revenues.

¢  As of December 31, 2008, the City’s governmental funds reported combined ending fund balances of $451.2 million. Of this amount, $186.5 million was
unreserved and available for spending at the City’s discretion.

e The unreserved fund balance for the general fund was $83.3 million or 15% of total general fund expenditures.
e The general fund revenues were $87.0 million lower than original budget estimates.

e In 2008, the City issued $137.7 million in debt to finance economic development projects, and improve emergency communications, including $135.7
million governmental activities bonds, and $2.0 million governmental activities notes. There was a net increase of $68.9 million, or 5% in bond debt for
governmental activities during 2008.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The City’s basic financial statements include three
components; (1) government-wide financial statements, (2) fund financial statements, and (3) notes to the basic financial statements.

Government-wide Financial Statements

The first set of financial statements are the government-wide statements, which report information about the City as a whole using accounting methods similar
to those used by private sector companies. The two government-wide statements, Statement of Net Assets and Statement of Activities, report the City’s net
assets and how they have changed. In the government-wide statements, a distinction is made between governmental activities and business-type activities.
Governmental activities are those normally associated with the operation of a government, such as public safety, parks, and streets. Business-type activities are
those activities of the government that are designed to be self-supporting. The City’s government-wide financial statements also include a discretely presented
component unit, Partners for Affordable Housing. The remaining discussions and analysis focuses on the primary government only.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, with the difference between the two reported as net assets. Increases
and decreases in net assets may serve as a useful indicator of whether or not the financial position of the City is improving or deteriorating. The statement of net
assets also provides information on unrestricted and restricted net assets and net assets invested in capital assets, net of related debt.



CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2008

The Statement of Activities presents information showing how the City’s net assets changed during the year. All current year’s revenues and expenses are
accounted for in the statement of activities regardless of the timing of related cash flows. The statement of activities presents the various functions of the City
and the extent to which they are supported by charges for services, grants and contributions, taxes, and investment income. The governmental activities of the
City include: general government, public safety, public works, health and welfare, culture and recreation, urban redevelopment and housing, and economic
development and assistance. The business-type activities of the City include waterworks and housing agency.

Fund Financial Statements

The second set of financial statements is fund financial statements, which provide informatien about groupings of related accounts which are used to maintain
control over resources for specific activities or objectives. The City uses fund accounting to demonstrate compliance with finance-related legal requirements.
The fund financial statements provide more detailed information about the City’s most significant funds — not the City as a whole. The funds of the City can be
divided into the following three categories: governmental funds, proprietary funds, and fiduciary funds.

1.

Governmental Funds. Governmental funds tell how general government services were financed in the short term as well as what financial resources
remain available for future spending to finance City programs.

The City maintains several individual governmental funds according to their type (general, special revenue, debt service, capital projects, and
permanent). Information is presented separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expendifures, and changes in fund balances for the general fund, federal grants fund, revenue debt service fund, and sanitary district capital projects
fund, which are considered to be major funds. Individual fund data for each of the nonmajor governmental funds are provided in the form of combining
statements as supplementary information.

Proprietary Funds. Proprietary funds offer short-term and long-term financial information about services for which the City charges custemers, both
external customers and internal departments of the City. The City maintains the following two types of proprietary funds:

*  Enterprise Funds are used to report information similar to business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for the operations of the Waterworks and the Housing Agency.

+  Internal Service Funds are used to report activities that provide services for certain City programs and activities. The City uses internal service
funds to provide for the financing of workers’ compensation, auto liability, and public liability self-insurance for all City departments, as well
as for the centralization of certain payments of awards, refunds, and indemnities.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of individuals or units of other governments. The City is the
trustee or fiduciary responsible for assets that can be used for the trust beneficiaries per trust arrangements. The City is responsible for ensuring that the
assets reported in these funds are used for their intended purposes. All of the City’s fiduciary activities are reported in a separate statement of fiduciary
net assets and a statement of changes in fiduciary net assets. The City’s pension trust funds and agency funds are reported under the fiduciary funds.
Since the resources of these funds are not available to support the City’s own programs, they are not reflected in the government-wide financial
statements.
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Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full understanding of the data provided in the government-wide
and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and notes to the basic financial staiements, this report presents required supplementary information concerning the
City’s budgetary comparisons for the general fund and federal grants fund, and required supplementary information pertaining to the City’s progress in funding
its obligation to provide pension benefits to its employees.

Additional Supplementary Information

The combining statements provide subfund-level detail for the general fund and fund-level detail for all nonmajor governmental funds, internal service funds,
pension trust funds, and agency funds. Also in this section are comparisons of actual to budget for all other annually budgeted funds.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

Net assets. The City’s combined net assets at December 31, 2008 and 2007 were $882.4 million and $880.8 million, respectively. Looking at the net assets of
governmental and business-type activities separately provides additional information.

Schedule of Net Assets
December 31, 2008 and 2007
(dollars in thousands)
Governmental Governmental Business-type Business-type
activities netivities activities activities Totsal Total
2008 2007 2008 2007 2008 2007
Assets:
Current and other assets 3 873004 % 826,800 b3 447976 $ 466,747  § 1,320,580 $ 1293547
Capital assets, net of accumulated depreciation 1,991,933 1,574,110 580,204 560,268 2,572,137 2,534,378
Total assets 2,864,937 2,800910 1,028,180 1,027,015 3,893,117 3,827.925
Liabilities:
Long-term liabilities 1,848,694 1,776,624 888,890 889,034 2,737,584 2,665,658
Other liabilities 211,251 241,985 61,842 39,463 273,093 281,448
Total linbilities 2,059,945 2,018,609 950,732 928,497 3,010,677 2,947,106
Net assets:
Invested in capital assets, net of related debt 963,536 1,009,258 91,984 96,070 1,055,520 1,105,328
Restricted 195,743 175,864 12,812 11,800 208,555 187,664
Unrestricted (deficit} (354.287) (402,821) {27,348) (9,352) {381.,635) {412,173}
Total net assets $ 504592 § 782,301 3 77448 b3 98,518 $ 882,440 I 880,819
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ANALYSIS OF NET ASSETS

As noted earlier, net assets may serve as a useful indicator of a government’s financial position. For the City, assets exceeded liabilities by $882.4 million in
2008 as compared to $880.8 million for the previous year.

The largest portion of the City’s net assets reflects its investments of $1.1 billion in capital assets (e.g., land, buildings, equipment, and inftastructure), less
related cutstanding debt used to acquire those assets. The 2007 balance was $1.1 billion. The City uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the City’s investment in capital assets is reported net of related debt, it should be noted
that resources needed to repay this debt must be provided from other sources, since the capital assets themselves cannot be liquidated for these liabilities.

Included in the City’s total net assets is $208.6 million, versus $187.7 million in 2007, which represents resources that are subject to external restrictions on how
they may be used.

All net assets generated by governmental activities are either externally restricted, restricted by enabling legislation, or invested in capital assets. Consequently,
unrestricted governmental net assets showed a $354.3 million deficit at the end of the year as compared to a $402.8 million deficit for the prior year. This deficit
does not mean the City does not have resources available to pay its bills, Rather, it is the result of having long-term commitments that are greater than currently
available resources, mainly net pension obligation of $381.5 million for police and firefighters hired before May 1, 1977.

Unrestricted net assets of the business-type activities were $27.3 million deficit at the end of the year as compared to 2 $9.4 million deficit for the prior year. The
increase in net asset deficit was due primarily to higher interest expense on variable rate debt for Waterworks due to deterioration of the financial markets.

Changes in net assets. The City’s total revenue on a government-wide basis for 2008 was $1,033.3 million and $1,033.6 million for 2007. Taxes represent
45% of the City’s revenue (38% for 2007). A total of $51 million of the $72 million increase in taxes came from two new income taxes, Public Safety Income
Tax and Local Option Income Tax at a iotal rate of 0.65%. Another 32% of revenue (31% in 2007) came from fees charged for services, and the remainder came
from grants and contributions, interest eamings, and miscellaneous revenues. The reduction of grants and contributions was due to fewer federally funded
projects being completed in 2008 and due to reductions in distributions of State of Indiana collected taxes,

The total cost of all programs and services was $1,020.6 million for 2008 ($1,037.1 million for 2007). The City’s expenses cover a range of typical city/county
services. The largest program and the program with the largest burden on general revenues was public safety. The reductions in expenditures were partially from
efforts to reduce the budget and partially to one time expenses in 2007.



Revenues:
Program revenues:

Charges for services

Operating grants and contributions

Capital grants and contributions
General revenues:

Property tax

Other taxes

Other general revenues

Total revennes

Expenses:
General government
Public safety
Public works
Health and welfare
Culture and recreation
Urban redevelopment and housing
Economic development and assistance
Interest
Waterworks
Housing Agency
Total expenses
Change in net assets
Net assets, beginning of year, as previously reported
Prior period adjustment
Net assets, beginning of year, as restated
Net assets, end of year

CITY OF INDIANAPOLIS

Management’s Discussion and Analysis

Year ended December 31, 2008

Schedule of Changes in Net Assets

For the Year Ended December 31, 2008 and 2007

{dollars in thousands)
Governmental Governmental Business-type Business-type
activities activities activities activities Total Total
2008 2007 2008 2007 2008 2007

202,592 $ 185,905 $ 126,543 5 131,798 329,135 317,703
107,546 142,344 51,415 47,733 158,961 190,077
31,167 69,657 12,601 16,039 43,768 85,696
247908 256,969 — — 247,908 256,969
220,958 140,129 — — 220,958 140,129
27,742 36,077 4,823 6,937 32,565 43,014
837,913 831,081 195,382 202,507 1,033,295 1,033,588
34,652 46,890 — — 34,652 46,390
382,716 401,015 — — 382,716 401,015
227,589 234,673 — — 227,389 234,673
5,354 5,621 — — 3,354 5,621
34,296 38,250 — — 34.2% 38,250
30,594 33,207 — — 30,594 33,207
26247 2315 — — 26,247 22315
73,774 62,178 — — 73,714 62,178

— — 146,488 141,257 146,488 141,257

— — 58,928 51,686 58,928 51,686

815,222 844,149 205,416 192,943 1,020,638 1,037,092
22,691 (13,068} (10,034) 9,564 12,637 (3.504)
782,301 795,369 91,322 88,954 873,623 884,323

— — {3,840) — (3,840) —

782,301 795,369 87,482 85,954 869,783 884,323
804992 $ 782,301 § 77448 $ 98,518 882,440 % 880,819
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Governmental activities. Governmental activities increased the City’s net assets by $22.7 million compared to a decrease of $13.1 million in the prior year.
Charges for services increased by $16.7 million primarily in the area of public works due to a 3% sewer rate increase that went into effect on January 1, 2008.
There were two new income taxes, Local Option Income Tax and Public Safety Income Tax, which were approved in late 2007. These two new taxes created a
0.65% increase in the overall personal income tax rate, which contributed to the $72 million increase in tax revenue for fiscal year 2008. The City also
recognized an increase in the unfunded postemployment benefit obligation of $13.0.

Total expenses for governmental activities for 2008 were $815.2 million, a decrease of $28.9 million from the prior year mainly due to a $20.1 decrease in
public safety expenditures. The decrease was due primarily to a large reduction in drop payments for police and firefighter retirees. In 2007, 119 police officers
and firefighters retired compared to 11 police officers and firefighters in 2008.

See page 23 for various other items contributing to the $22.7 million increase in net assets versus the $35.1 million increase in fund balances.

The following charts provide the City’s governmental program revenues and expenses by function and revenues by source for 2008. As shown, public safety is
the largest function in expense. General revenues such as property tax are not shown by program, but are included in the revenues by source chart to show their
significance. Taxes are used to support program activities City-wide.

Expenses and Program Revenues — Revenues by Source — Governmental Activities
Gove rnmental Activities

(in millions)

$450 Invejstment
Charges for earnings and
$400 — O Expenses services miscellaneous
$350 O Revenues 24% 3%
$300
$250
$200 Taxes
$150 Grants and 56%
$100 contributions
[
$50 —’> —'7 17%
s— = A T T e
& ) < QS . <
&Q/o éz}@?\ o € Q}@ &‘\o \)e\&‘ (é\o Q}Q,é'
N O O S < <® & &
2 S S & > &
\C? ® ® N O x'é\ N
& P 3 S W0
g N4 & &(& &
< NAEF SIS
A
‘Q/& 6%
N o
@ \}
NS
‘</°é\



CITY OF INDIANAPOLIS
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Business-type activities. For the Housing Agency, operating revenues were $3.9 million and operating expenses were $57.2 million including depreciation of
$4.8 million. Nonoperating revenues included $51.4 million of intergovernmental revenues and $1.7 million of interest expense. Capital contributions were
$10.9 million. Operating revenues for the Waterworks were primarily from the sale of water of $122.7 million. Capital contributions were $1.7 million. In 2008,
$50.3 million was paid to a third-party contractor to operate the system. Other operating expenses included payments in lieu of taxes, increases in the
outstanding liability for postretirement benefits, depreciation and amortization, and other miscellaneous costs totaling $43.9 million. Nonoperating expenses
include $51.8 million for interest expense.

Housing Agency Revenues

S Housing Agency Expenses
(inmilion) Housing (in millions)
Intergovernmental assistance
revenues payments
40 - |
60 3B ]
30 1 0
40 Rental 25 - i
i Other
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20 1 services L
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The focus of the City’s governmental funds is to provide information on inflows and balances of resources that are available for spending. An unreserved fund
balance may serve as a useful measure of a government’s net resources available for spending at the end of the year.

At December 31, 2008, the unreserved fund balance of the general fund was $83.3 million (as compared to $79.2 million in 2007), while the total general fund
balance was $117.2 million (as compared to $116.6 million in 2007). As a measure of the general fund’s liquidity, it may be useful to compare both unreserved
fund balance and total fund balance to total fund expenditures and transfers out. Unreserved fund balance represents 14% of total general fund expenditures and
transfers out of $613.5 million {as compared to 13% and $618.3 million for 2007), while total fund balance represents 19% (19% for 2007) of total general fund
expenditures and transfers out. The fund balance in the City’s general fund increased by $0.6 million from the prior year fund balance due mainly to delayed
collection of property taxes, which caused revenues to be deferred to 2008, which was offset by the increase in income taxes.

The revenue debt service fund ended the year with a $109.5 million fund balance {as compared to $88.0 million in 2007) reserved for debt service. The fund
balance for the revenue debt service fund increased by $11.4 million because of the issuance of the 2008 B Redevelopment District tax increment bonds, which
added capitalized interest and debt service reserve funds. In addition, the tax increment districts are performing well and in excess of current debt service. The
sanitary district capital projects fund ended the year with an unreserved fund balance of $79.6 million ($93.9 million in 2007) and a total fund balance of $129.0
million (§157.7 million in 2007). The sanitary district capital projects fund balance decreased primarily due to the spend down off Sanitary Revolving Fund
(SRF) funds for construction of various sewer projects including addressing the issues of the combined sewer overflow problems within the disirict. There were
no new issuances of SRF debt in 2008; however, in July 2009 there was an additional $32 million issued to continue to deal with the sewer issues. The federal
grants fund ended the year with a negative unreserved fund balance of $0.7 million ($1.4 million negative in 2007) and a total fund balance of $0.2 million ($0.1
million in 2007).

Proprietary Funds
The City’s proprietary funds provide the same type of information found in the government-wide financial statements, but in more detail.

At the end of the year, the unrestricted net asset was $45.5 million (deficit) ($14.1 million (deficit) in 2007) for the Waterworks, and $18.2 miltion ($4.7 million
for 2007) for the Housing Agency. The decrease for Waterworks was due primarily to increased interest expense on variable rate debt. The internal service

funds, which are used to account for certain risk management governmental activities, had $3.7 million in unrestricted net assets at year-end ($4.0 million in
2007). '

Fiduciary Funds

The City maintains fiduciary funds for the assets of the pension trust funds for police and firefighters hired before May 1, 1977. As of the end of 2008, there
were no net assets of these pension funds which represents a decrease of $8.4 million in total net assets during the year. Effective Januvary 1, 2009, all future
payments will be funded by the State of Indiana. No further funding is required by the City.

The City is the custodian of certain agency funds, and the most common use of agency funds is for pass-through activity. Since, by definition, all assets of the
agency funds are held for the benefit of other entities, there are no net assets. As of the end of 2008, the combined gross assets of the agency funds totaled $16.5
million ($14.8 million in 2007). This amount comprises activity from the following agency funds: Sanitation 15 Year Law, UAL Personal Property, E-911
Allocation, DPS Retiree Health Insurance, IPD Confiscated Cash, and Other.
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General Fund Budgetary Highlights

The final budget for the City’s general fund represents the original budget plus any additional supplemental appropriations during the year. It does not include
encumbrances carried over from the prior year. In 2008, there were $18.4 million of supplemental appropriations to the general fund consisting primarily of
$10.7 million for capital expenditures and $6.7 million for public safety.

Excluding prior year encumbrances, the original general fund expenditures budget for 2008 was $483.7 million. The final general fund expenditures budget was
$502.1 million. Actual expenditures were $487.0 million. Of the total $15.1 million underspending of the final budget, $4.8 million was in general government,
$1.5 million was in public safety, $1.2 million was in public works, $0.5 million was in health and welfare, $0.5 million was in urban redevelopment and
housing, and $6.6 million was in capital expenditures. General revenues and other financing sources were originally estimated at $537.8 million, final estimated
at $557.0 million, and the actual was $450.7 million.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
The City had a net investment of $2.6 billion in capital assets at December 31, 2008 (net of accumulated depreciation of $2.7 billion} in a broad range of capital
assets. This amount represents a net increase for the current year (including additions and deductions) of $37.8 million,

Schedule of Capital Assets
Net of Depreciation
December 31, 2008 and 2007
{dollars in thousands)
Governmental Governmental Business-type Business-type

activities activities activities activities Total Total

2008 2007 2008 2007 2008 2007
Land $ 63,122 § 64,459 $ 35,535 b 35278 % 100,657 ) 99,737
Construction in progress 147,140 136,719 41,017 22,126 188,157 158,845
Buildings 407,624 411,560 32,902 49,120 440,526 460,680
Improvements 82,949 86,875 — — 82,949 86,875
Equipment 50,259 33,236 15,682 14,419 63,941 47,655
Infastructure 1,238,839 1,241,261 455,068 439,325 1,693,907 1,680,586
Total 3 1,991 933 $ 1,974,110 5 380,204  § 560268 § 2,572,137 § 2,534,378

1l



CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2008

Major capital asset additions in 2008 for governmental activities included:

¢ §$113.4 million of additions to construction in progress, principally infrastructure and equipment. Reductions to construction in progress were $103.0
milkion.

e $19.1 million of additions to buildings, principally at the advanced wastewater treatment facilities.
»  $29.2 million of additions to equipment, principally for public safety.
e $86.4 million of additions to infrastructure, principally $27.9 million for sewers and drains and $30.6 million for streets, curbs, and sidewalks.

Donated capital assets for governniental activities were $26.7 million, principally infrastructure. Depreciation expense for 2008 for governmental activities was
$128.2 million,

Major capital asset additions for Waterworks were $51.4 million of additions to the water distribution and treatment system (including construction in progress),
which included $5.0 million of contributed capital assets.

At December 31, 2008, the City had commitments related to ongoing capital asset construction projects of $94.1 million.

See note 7 to the financial statements for more information regarding capital assets.
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Long-term Debt

At the end of 2008, the City had outstanding long-term debt and other long-term obligations for governmental activities of $1.85 billion, compared to $1.78
billion at December 31, 2007, as shown below:

Schedule of Long-term Deht Obligations
{(dollars in thousands)

December 31, December 31,
2008 2007 % Change
Governmental activities:
Serial bonds payable b 319,441 $ 305,051 47 %
Tax increment bonds payable 490,169 442,678 10.7
Revenue bonds 572,965 567,104 1.0
Loss on refunding (6,864) (7,566) 9.3)
Deferred discounts (467) (485) 3.7
Deferred premiums 11,165 10,741 3.9
Long-term notes payable 27,384 29,239 (6.3)
Long-term leases payable — 151 (100.0)
Net pension obligation 381,538 386,973 (1.4)
Postemployment benefit obligation 26,191 13,210 —
Compensated absences 26,266 28,622 (8.2)
Settlements payable 006 306 —
Total 3 1,848,694 $ 1,776,624 4.1 %
Business-type activitles:
Housing Agency $ 2,851 $ 3,071 (7.2) %
Waterworks 886,039 885,963 0.01
Total 5 888,890 5 839,034 (0.0) %

The increase in unfunded net pension obligation reflects that the pay-as-you-go pension plan is not funded and continues to grow each year. The decrease in
compensated absences reflects decreases in the number of hours being carried forward, due to a large amount of public safety retirements in 2007 for which
payouts did not occur until 2008.

During 2008, the City increased, by $28.2 million, the draws against eleven prior years’ Sanitary District revenue bond issues under the State of Indiana
Wastewater Loan Program. The outstanding balance of draws on these eleven bonds at December 31, 2008 was $408.5 million.
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In May 2008, the City of Indianapolis issued Redevelopment District Bonds, Series 2008 B in the amount of $59.5 miilion. The proceeds of the bonds are being
used by the City to fund the construction of certain public improvements to support the new J.W. Marriott hotel in downtown Indianapolis.

In December 2008, the City issued MECA General Obligation Bonds Series 2008 B, in the amount of $40.0 million. The net proceeds of the City’s bonds were
used to pay off the MECA Bond Anticipation Notes in the amount of $33.5 million, and to finance upgrades to the public safety and voice radio
communications systems which support all law enforcement, fire, and emergency medical services agencies within the City and Marion County.

During 2007, the City implemented the requirements of GASB Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other then Pensions (GASB Statement 45). At December 31, 2008, the net postemployment healthcare benefit obligation was $26.2 million.

See note 10 to the financial statements for more information regarding long-term debt.

Bond ratings. The City’s general obligation bonds are rated AAA by Standards & Poor’s, Aal by Moody’s and AA+ by Fitch. The City’s other debt,
principally revenue bonds and notes, are rated AAA based on credit insurance or are rated to reflect the creditworthiness of the suppotrting revenue. The
Waterworks outstanding debt was rated Al by Moody’s and A+ by Fitch at December 31, 2008. In July 2009, the rating was lowered to A3 by Moody’s and A-
by Fitch with the rating outlook being revised from stable to negative.

Limitations on debt. The state limits the amount of general obligation debt the City can issue to varying percents of assessed value, by taxing district, as shown
in the statistical section. The City’s outstanding debt is well below the limit in each case.

Short-term Debt

In 2008, $156.7 million of notes were issued in anticipation of property tax revenues. Due to continuing issues with assessed valuation, tax bills were delayed in
2007 as well as 2008, In 2008, first half taxes were due and payable to the Treasurer in December 2008. Second half of 2008 bills were sent to taxpayers in June
2009 with a due date of July 9, 2009. The property tax anticipation notes will be repaid in full by December 31, 2009,

ECONOMIC FACTORS AND THE 2009 BUDGET

e The 2009 original budget for all anmually budgeted funds, except revenue debt service funds, was $720.5 million. Revisions of $60.7 million have been
made through June 2009.

e The 2009 general fund original budget was $487.6 million, a decrease of 1.00% from the 2008 original general fund budget of $483.7 million. Revisions
(additions) of $22.3 million have been made through June 2009.

» The City appropriated $12.2 million from the unreserved general fund balance at December 31, for spending in fiscal year 2009,

* Final property tax bills for 2008 were not issued until June of 2009. It is anticipated that final collection for 2008 will not occur until the third quarter of
2009,
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CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2008

¢  Unemployment rates were as follows:

May 2009 May 2008
City of Indianapolis 8.2% 43%
State of Indiana 10.6% 5.3%
United States 9.4% 5.5%

The State of Indiana Legislature passed an act to provide for 100% funding of the Police and Firefighters’ Pension Plans beginning in 2009.

REQUESTS FOR INFORMATION

This financial report is designed to provide citizens, taxpayers, customers, investors, and creditors with a general overview of the City’s finances and to
demonstrate the City’s accountability for the money it receives.

If you have any questions about this report or need additional information, please contact the City of Indianapolis, Office of Finance and Management, 200 East
Washington Street, Suite 2222, Indianapolis, Indiana 46204.
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CITY OF INDIANAPOLIS

The accompanying notes are an integral part of the financial statements.

Statement of Net Assets
December 31, 2008
(In thousands)
Primary Government Component Unit
Governmental Business-type Partners for
activities activities Total Affordable Housing
ASSETS
Equity in peoled cash 259,175 14,653 % 273,828 § 304
Cash and investments with fiscal agents 255,463 — 255,463 —
Investments 83279 2,430 85,709 —_
Accred interest receivable 499 199 698 —
Property taxes receivable 90,326 — 9,326 —
Accourits receivable, less allowance for uncollectibles 162,022 15,726 177,748 4
Due from federal and state governments 8,327 769 9,096 —_
Due from pritnary government — —_ — 590
Internal balances 283 {283) _ f—
Other assets —_ 214 214 24
Long-term receivables, less allowance for uncollectibles &35 . 29,137 29,972 161
Agccrued interest on long-term notes reseivable — 609 609 —
Restricted assets — 150,491 150,491 582
Deferred bond and note issuance costs 12,577 9,644 22221 —
Net pension asset 218 — 218 —
Deferred charges — 835 835 —
Intangible assets, net of accumulated amortization — 204,167 204,167 —
~ Deferred charge — posiretirement benefits —_ 19,385 19,385 —
Capital assets:

Land 65,122 35,535 100,657 839
Infrastructure, net of accumutated depreciation 1,238,839 455,068 1,693,907 —
Other capital assets, net of accumulated depreciation 540,832 48,584 589,416 8,540
Construction in progress 147,140 41,017 188,157 5,760
Total assets 2,864,937 1,028,180 § 3,893,117 § 16,804
(Continned)
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CITY OF INDIANAPOLIS

Statement of Net Assets

LIABILITIES

Accounts payable and other current liakilities
Accounts payable — restricted assets
Accrued interest payable
Dus to component unit
Unearned revenue
Customer deposits
Payments in lieu of taxes
COIT and tax anticipation notes
Long-term liabilities:

Due within one year

Due in imore than one year

Total liabilities.

NET ASSETS

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

Capital projects

Debt service

Restricted for Section 8 vouchers

Other purposes by grantors

Other purposes by contributor — nonexpendable

Statutory restrictions
Unrestricted (deficit)

Total net assets

The accompanying notes are an integral part of the financial statements.

December 31, 2008
(In thousands)

Primary Government Component Unit
Governmental Business-type Partners for
activities activities Total Affordable Housing
104802 § 11,326 §$ 116,128 % 574
— 16,522 16,522 —
26,509 8,260 34,769 248
— 590 590 —
3,022 — 3,022 —
— 2,325 2,325 —_
— 22,819 22819 —
76,918 —_ 76,918 —_
92,421 40,293 132,714 1,066
1,756,273 R48,597 2,604,870 5,059
2,055,945 950,732 3,010,677 6,947
963,536 91,984 1,055,520 8,766
37,200 _ 37,200 _—
93,456 — 93,456 —
— 12,812 12,812 —
4,541 — 4,541 —
377 —_ 377 —
60,169 —_ 60,169 —_
(354,287) (27,348) {381,635) 1,091
804,992 § 77448 § 832440 § 9,857

17



Funetiony/Programs
Governmental activities:
General government
Public safety
Public works
Health and weakfare
Culrral and recreation
Urban redeveloprment and housing
Economic development and sssistance
Interest
Total governmental activities
Businsss-type activities:
Waterworks
Housing Agency
‘Fotal business-type activities
TFotal

Component Unit:
Partners for Affordable Housing
Tota! component units

3

3

CITY OF INDIANAPOLIS

The accompanying notes are an integral part of the financial statements.

Statement of Activities
Year ended December 31, 2008
{In thousands)
Program revenues Met (expense) revenue aod ch in net assets
Operating Capital Primary Government Component Unlt
Charges for grants and grants and Governmentat Business-type Partners for
Expenses services cootributions contribut actvities activities Total Affordable H: ]
34652 % 13980 % 615 3 - 3 {20,057 § — 3 (20,057 % —
182,716 17,773 50,723 2,073 (312,147} —_ {312,147) —
227,589 162,167 31964 28,024 {5,434} - (5.434) —
5354 901 2,854 — {1,599} — (1.599) —
34,298 4345 1215 1.067 {27,169} — {27.169) —
30,594 27251 17,495 k) {10,845} — {10.845) —
26,247 £75 2,680 — {22,892} — {22.892) —
73,774 —_ — — {73,774} — {73,7714) —
§15,222 202,592 107,546 31,167 {473,917} — {473,917 —
146,488 122,658 33 1,663 — (22,134) {22,134) —
58,928 3,885 51,382 10,938 — 7.277 7,277 —
205,416 126,543 51415 12,601 —_ (14,357) {14,357) —
1,020,638 % 329,135 % 158961 % 43,768 (473,917) (14,857) (488,774) —
. e e PR —
092 % 4G 5 334 % 2,537 1519
1,092 % 740§ 334 % 2,537 2,519
General revemes:
Taxes:
Property tax 247,908 — 247,908 —
Wheel tax 13,432 — 13,432 —
County cption income tax 188,486 —_ 188,486 —
Orther taxes 19,040 _ 19,040 —
Grants and coniribations not restricted by functon 4,872 — 4872 —
Investment earnings not restricted by function 11,000 4,168 15,168 20
Miscelleneous 1LE70 655 12,525 —
Tata] general revenues 496,608 4,823 501,431 20
Change in net assets 22,681 (10,034) 12,657 2,539
Met aszets, beginning of year, g5 previously reported 782,301 91322 873,622 7.196
Prior peripd adjustment (Note 1.X) - —_ (3,340) {3,840} 122
Met assets, beginning of year, 25 restated 782,301 87,482 869,783 7318
Net assets — ending b3 804,992 § 77448 % 882,440 § 2,857
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Balance Sheet — Governmental Funds

CITY OF INDIANAPOLIS

December 31, 2008
{In thousands)
Nonmajor Total
Federal Revenue Sanitary District Governmental Governmental
General Grants Debt Service Capital Projects Funds Funis
ASSETS
Equity in pooled cash H 115060 % — 3 46416 $ 16865 § 74,100 % 252,441
Cash and jovestments with fiscal agents 798 - 88,953 113,768 51,776 255295
Investments 36,974 — 14916 5,420 23,806 g1.116
Accrued interest receivabie 245 3 72 4] f22 483
Praperty taxes receivable 57,409 - 17,159 — 15,758 90,326
Accounts receivable, less allowance of $5,255 160,854 — 4 53 1,106 162,022
Due from other funds 283 — — — — 233
Due from federal and state govemments 167 7863 — — 297 8,327
Long-term receivables, less allowance of 326,701 — 835 — — — 835
Tuotal assets 3 371,790 3§ 8701 $ 167,520 136,152 § 166,965 % 851,128
LIABILITIES AND FUND BALANCES
Liabilities:
Matured bonds payable b3 — l$ — § 22,624 - 3 26,093 § 48,717
Matured interest payable —_ — 8,522 —_ 8,333 16,855
Accounts payable and other agcrued liabilities 35514 4,368 12,783 7179 7,809 68,153
Acerued payroll and payroll taxes 32,047 83 — - & 32,136
Tax anticipation warrants 55,151 — — — 12,089 67,240
Deferred revenue 122,243 3572 14,084 —_ 17,235 157,134
COIT anticipation notes 2,678 — — — — 9678
Tatal lighilities 254,633 8,523 58,013 7.179 71,565 399,913
Fund balances:
Reserved for:
Long-term receivables - 835 — —_ - 835
Encumbrances 33,865 — — 49,420 49,585 132870
Deebt service — _ 109,507 — 21,509 13t016
Unreserved, reported in:
Genersl fund 83,292 — — — —_ 83,292
Special revenue funds — {657) - _ 154 {503)
Capital project funds - - — 79,553 23,715 103,328
Permanent fund — — — — 377 377
Totai fund balances 117,157 178 109,507 128,973 95,400 451,215
Totat linbilities and fund batances H 371,790 § §701 § 167,520 % 135,152 §$ 166,965 3 51,128

The accompanying notes are an integral part of the financial statements.
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CITY OF INDIANAPOLIS
Reconciliation of the Balance Sheet for Governmental Funds
to the Statement of Net Assets
December 31, 2008
(In thousands)

Amounts reported for governmental activities in the statement of net assets (page 17) are different because:
Fund balances — total governmental funds {page 19)
Capital assets not reported in the fund statements {note 7)
Net assets of internal service funds
Internal service fund accounts payable veclassified to long-term liabilities in the statement of net assets
Long-term liabilities not in the fund statements (note 20)
Deferred revenues in fund statements not in the statement of net agsets
Net pension asset not recorded in the fund statements
Deferred bond and note issuance costs not in the fund statements

Accrued interest payable not in the fund statements

Net assets of governmenital activities (page 17)

The accompanying notes are an integral part of the financial statements.

451,215
1,991,933
3,662
906

(1,799,977
154,112
218
12,577

(9,654)

804,992
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Revenues:
Taxes
Licenses and permits
Charges for services
Intergovernmental revenues
Intragovernmental revenues
Traffic violations and court fees
Interest and other operating revenues
Total revenues
Expenditures;
Current:
General government
Public safety
Public works
Health and welfare
Cultural and recreation
Urban redevelopment and housing
Ecoromic development and assistance
Debst service:
Redemption of bonds and notes
Interest on bondzs and notes
Bond and aote issuance costs
Operating lease payments and administration
Capital outiays
Total expenditures
Excess (deficiency) of revenues
over (under) expenditures

CITY OF INDIANAPOLIS
Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds
Year ended December 31, 2008

(In thousands)

Nonmajor Total
Federai Revenue Sanitary District Governmental Governmental
General Grants Debt Service Capital Projects Funds Funds
338209 % — 64,774 § — % 42233 § 445216
15,898 — — — — 15,898
156,659 — 168 — 2,342 159,169
76,672 34,368 180 — 1,454 112,674
2497 — — — — 2,497
9,612 1,223 — — 2,474 13,309
10,409 166 4,320 3,919 6,817 25,631
009,956 35,757 65,442 3,919 55,320 774,394
18,190 — — — — 18,190
334,744 10,678 — — 543 345,965
129,780 673 — — 703 131,156
2,874 1,972 — - 315 5221
27,007 1,078 - —_ — 28,085
7,105 16,857 — — — 23,962
1,489 478 — — 18,322 20,289
1,366 — 45,099 — 32,346 78,811
3,008 — 38,767 1,436 20,675 63,886
— —_ — — 1,160 1,160
11 — 727 — 14,661 15,399
30,479 3,963 — 59,365 45,072 138,879
556,053 35,659 84,593 60,801 133,857 871,003
53,903 3 58 {15,151) § (56,882) $ (78,537 3 (96,609)
{Continued)

The accompanying notes are an integral part of the financial statements.
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CITY OF INDIANAPOLIS
Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds

Year ended December 31, 2008
(In thousands)
Nonmajor : Total
Federal Revenue Sanitary District Governmental Governmental
General Grants Debt Service Capital Projects Funds Funds
Other financing sources (uses}:
Sale of capital assets $ 363 § — % — 3 — % — § 363
Bonds and notes issued : — — —_ 28,185 101,496 129,675
Fremium on bonds and notes issued —_ - — — 1,647 1,647
Transfers in 3,711 : — 45,152 — 33,382 82,245
Transfers out (57414) — (8,465) —_ (16,366) (82,245)
Total other financing sources (uses) {53,340) — 36,687 28,185 126,153 131,685
Net change in fund balances 563 58 21,536 {28,697} 41,616 35,076
Fund balances at beginning of year 116,594 120 87,971 157,670 53,784 416,139
Fund balances at end of year b 1 117,157 % 178 § 109,507 $ 128,973 § 95400 § 451,215

The accompanying notes are an integral part of the financial statements. , 22



CITY OF INDIANAPOLIS

Reconciliation of the Statement of Revenunes, Expenditures, and Changes in Fund Balances
of Governmentai Funds to the Statement of Activities

Year ended December 31, 2008
{In thousands)

Amounts reported for govemmental activities in the statement of activities (page 18) are different because;

Net change in fund balances ~ total governmental funds (page 22) k] 35,076
Depreciation expense reported in the statement of activities but not in the fund statements {128,197
Capital expenditures reported in the fund statements but reported as additions to capital assets in the statement of activities 124,123
Donations of capital assets not recorded in the fund statements ’ 26,733
Loss on disposal of capital assets not recorded in the fund statements (4,836)
Revenues in the statement of activities that de not provide current financial resources and are deferred in the fund statements 154,112
Revenues in the fund statements but not in current year statement of activities due to the current financial resources focus of the governmental funds {117,937)
Bond and notes issued reported as financing sources in the fund statements but as additions to long-term liabilities in the statement of activities (note 20) {131,322)
Bond and note principal payments reported as expenditures in the fund statements but as reductions of long-term liabilities in the statement of activities {note 20} 78,811
Net loss of intzmai service funds reported with governmental activities (323)
Amortization of bond premium, discount, and loss on refunding reported in the statement of activities but not in the fund staternents 503
Decrease in compensated absences not reported in the fund statemenis 2,356
I[ncrease in net pension asset, which is not reported in the fund statements 223
Amortization of bond and note issuance costs reported in the statement of activities but not in the fund statements, as these amounts are reported when debt is issued (1,615}
Capital appreciation bond interest expense, which is reported as interest accretes for the statement of activities but not the fund staternents, as there is no cash outflow (8,002}
Current year bond and note issnance costs, which are deferred and amortized for the statement of activities but reported when peid in the fund statements 1,160
Capital lease payments weported as expenditures in the fund statements but as reduetion of debt in the statement of activities 151
Accrued interest on bonds and notes payable through December 31, 2008 reported as expenses in the statement of activities but not the fund statements, net of matured interest payable {9,654)
Accrued interest at December 31, 2007 not veported in the current year statement of activities but reported in the fund statements, as amounts

were paid in the current year 8,940
Increase in postemployment benefit obligation, which is not reported in the fund statements (12,581}

Decrease in net pension obligation, which is not reported in the fund statements 3430

Change in net assets of governmental activities (page 18) $ 22,691

The accompanying notes are an integrat part of the financial statements. 23



CITY OF INDIANAPOLIS

The accompanying notes are an integral part of the financial statements.

Statement of Net Assets
Proprietary Funds
December 31, 2008
{In thousands)
Governmental
Business-type activitles — Enterprise Funds actlvities -
Housing Internal
Waterworks Agency Total Service Funds
ASSETS
Cuirent assets:

Equity in pocled cash $ 7,168 7485 % 14,653 £ 6,734
Cash and investmenis with fiscal agents — —_ —_ 168
Investments 552 1,878 2430 2,163
Accrued interest receivable 199 — 199 1]
Accounts receivable, less allowance for uncollectibles 15,637 29 15,726 —
Current portion of long-tetm note receivable 1,577 4 1,581 —
Due from federal and state governments — 769 769 —_
Other assets — 214 214 —
Total current assets 25,133 10,439 35,572 9,081

Noncurrent assets:
Long-term notes receivable 17,145 10,411 27,556 —_
Accrued intarest on long-term notes receivable — 609 609 —
Restricted cash and investments 136,594 13,457 150,491 —_
Deferred charges B35 —_ 833 —
Intangible asseis, net of accumulated amortization 204,167 —_ 204,167 —
Bond igsuance costs 0,644 — 9,644 —
Deferred charge — postretirement benefits 19,385 _ 19,385 —

Capital assets:
Land 17,657 17,878 35,535 —
Infrastructure, net of gccurnulated depreciation 455,068 _ 455,068 —
Other capital assets, net of accumulated depreciation 14,044 34,540 48,584 —
Construction in progress 41,017 —_ 41,017 —
Total noncurrent assets 915,956 76,935 993,891 —
Total assets $ 941,089 87374 § 1,028463 § 5,081
{Continued)
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CITY OF INDIANAPOLIS

Statement of Net Assets
Proprietary Funds
December 31, 2008
{(In thousands)
Governmental
Business-type activities — Enterprise Funds activities —
Housing Internal
Waterworks Agency Total Service Fands
LIABILITIES
Current liabilities:

Accounts payable and other accrued liabilities 5 9,834 5 1220 % 11,054 % 5419
Aceounts payable — restricted assets 16,522 _ 16,522 —_
Due to other governmental units _ 130 130 _
FS% escrow, cwment ) —_ 329 329 —
Accrued payroll and payrcll taxes 14 258 272 —_
Customer deposits 2,244 7% 2,325 —_
Leases payable, current portion — 178 178 —
Interest payable 8,248 12 8,260 —
Compensated absences, current — K1 31 —
Short-term notes payable 1,884 — 1,884 —
Short-term revenue bonds payable 37,741 — 37,741 . —
Payments in lisu of taxes 22,819 — 22,819 —
Due to other funds 283 — 283 —
Due to component unit — 390 590 —
Total cuttent liabilities 99,591 2,827 102,418 5,419

Noncurrent liabilities:
Compensated ahsences — 278 278 —
FS8 escrow, net of current — 278 278 —
Due to other govermuental units — 774 174 —
Lease payable, long-term portion _— 852 852 —
Customer advances 14,525 — 14,535 i —
Accumulated postretirement benefit obligation 59,687 — 59,687 —
Long-term revenue bonds payable 772,193 — 772,193 —
Total noncurrent liabilities 846,415 2,182 348,597 —
Total liabilities 946,006 5,009 951,015 5419

NET ASSETS

Invested in capital assets, net of related debt 40,609 51,375 91,984 —
Restricted for Section § vouchers — 12,812 12,812 —
Unrestricted (deficit) (45,526) 18,178 (27,348) 3,662
Total net agsets g {4917) § 82,365 § 77,448 § 3,662

The accompanying notes are an integral part of the financial statements.



CITY OF INDIANAFPQLIS

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Cperating revenues:
Water sales pledged as security for revenue bonds
Rental income
Charges to other funds
Other
Total operating revenues
Operating expenses:
Coniracted operations
Housing assistance payments
Payments in lieu of taxes
Postretirement benefiis
Other secvices and charges
Claims
Administration
Diepreciation and amortization
Total operating expenses
Operating income (loss)
Nonoperating revenues {exp )
Tntergovernmental
Interest income
Interest expeuse
Amortization of bond issuance costs
Giain {loss) on sale of capital assets
QOther revenues

Tatal nonoperating revenues (sxpenses)
 Loss before capital contributions
Capital contributions
Changes in net assets
Met azsets, beginning of year, ag previously reported
Prior pericd adjustment (note 1.X)

Net assets, beginning of year, a5

Total net assets — ending

The accompanying notes are an integral part of the financial statements.

Proprietary Funds
Year ended December 31, 2008
(In thousands)
Busl type activities — Enterprise Funds Governmentzl
Teta) activities —
Housing Enterprise Internal
Waterworks Agency Funds Service Funds
5 122658 % — 122,658 % —
- k) 3233 —
— — — 4,355
33 652 685 —_
122,691 3,885 126,576 4,355
50,303 — 50,303 —
— 37,353 37,353 —
10,006 — 10,006 —
6,195 — 6,195 —
6,512 8,053 14,965 —
— — — 4,808
522 6,952 7514 118
20,236 4,798 25,034 —_
94,174 57,156 151,370 4,006
28,507 (53,311} {24,794) {571}
_— 51,382 51,382 —_
3,234 934 4,168 248
{51,786) {1,730) {53,518) —
(528) - (528 —
15% {59) 100 -
—_ 555 555 —
(48,.921) 51,080 2,159 248
(20,404) (2231) (22,635} (323}
1,663 10,938 12,601 —
{18,741) 8,707 (10,038 (323}
12 224 77498 21,322 31,985
— (3,840} {3,840} —
13,324 73,658 87,482 3,985
] (4,317 % 82365 § Tr448 § 3.662
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CITY OF INDIANAPOLIS

Statement of Cash Flows
Proprietary Funds
Year ended December 31, 2008
{Ia thousands)
Buszl type activities — Enterprise Funds Goveramental
Total activities —
Housing Enterprise Internal
Waterworks Agency Funds Service Funds
Cash flows from operating activities: '
Rental receipts b - 3 4357 § 4357 % —
Receipts from users — — - 4380
Cther operating receipts {payments) kX! {539) (506) (418)
Receipts from water sales 122,660 — 122,660 —_
Receipts from ierfund services provided 329 - 889 —_
Cash payments to eroployees (467} (6,266) {6,733) —
Cash payments to suppliers of goods and services {42,176} (7.773) {49,949 (3,530
Housing assistance paymems — (32,353) {37.353) -
FPayments in liew of taxes (2,680} —_ (2,680) —
Payments for postretirement benefits (2.817) — {2,317) —
Tenant secovity and other deposits 1,927 145 2,072 -
Net cash provided by (used in) operating sctivities 77,369 {47,429) 29,940 431
Cash flows from noncapital financing activities:
Intergovernmental revenues received — 51,503 51,503 —
Met cash provided by noncapital financing activities — 51,503 51,503 —
Cash flows from capital and related financing activities:
Purchases and construction of capital assts @731 {2,689) (52,420) —
Contributions in aid of construction 570 — 570 —
Capital contributions received — 11,057 11,057 —
Insurance proceeds -_ 533 535 -—-
Proceeds from sales of capital assets 159 — 159 —
Receipts on long-term note receivable 1,653 — 1,653 —
Interest paid on capital debt (51,699 (5%) (51,757} —
Payments on revenue bonds (4.959) - (4,959) -
Payments on notes payable {1,884) —_ (1,884} —
Payments on capite] leases —_ (218} {218} —
Debt issuance costs paid (63) - {63) —
Net cash provided by {used in) capital and related finencing activides ({105.954) ) 8,647 {97,307 —
Cash flows from investing activities:
Long-term receivables msusd - (10,234) (10,2343 —_
Proceeds from repayment of loan - 2,794 2,794 -
Sales and mamrities of investoents —_ — — 927
Investment purchases (124} {30 (155) . {2,163)
[nterest on cash and investments 3,102 . 388 3,490 268
Net cash provided by {used in) investing activities 2978 7,083} 3,333 (968)
Met increase (decrease) in cash and cash equivalents (25,607 5,638 {12,52%) (537)
Cash gnd cash equivalents, begioming of year 169,769 15,344 185,113 : 7,439
Cash and cash equivalents, end of year $ 144,162 § 0982 § 172,584 & 6,002
{Continued)

The accompanying notes are an integral part of the financial statements.



CITY OF INDIANAPOLIS

Statement of Cash Flows
Proprietary Funds
Year ended December 31, 2008
(In thousands)
Busi type activities — Enterprise Funds Governmental
Total activities —
Honsing Enterprise Internal
‘Waterworks Agency Funds Service Funds

Rewonciliation of operating income (loss) to net cash provided by {used in) operating activities:
Operating income (loss) 5 28,517 % {53310 % (24,794 % (571
Adjustments to reconcile operating income (loss) to nat cash
provided by (used in) operating activitias:

" Depreciation and amertization expense 20,236 4,758 25,034 —
Provigion for uncollectible accounts (1,238) — (1.238) —
Change in assets and liabilities:

Accounts receivable 2,344 (3} 2,313 25

Other assets — {36} (36 -

Deferred charge — postretirement benefits (1,081) - (LO81Y —

Accounts payable and other accrued Nabilities 14,732 1,048 15,780 977

FS5 escrow - 148 148 —

Accrued payroll and payroll taxes 4 2n (18) —
Compensated absences - 22y (22) —

Customer deposits (534) &3} (537) —

Payments in lieu of taxes 1326 -— 7,326 —_
Custorner advances 2461 — 2,461 —

Due to other funds 143 — 143 —_
Accumulared postretirement beoefit obligation 4,459 — 4459 —

et cash provided by {used in) operating activitias $ 71,369 § {47,429} 3 29340 % 431

Supplemental cash flow information:
Moncash transactions:

Contributions of capital assets, net $ 1663 % — % 1,663 $ -

The accompanying notes are an integral part of the financial statements.



CITY OF INDIANAPOLIS
Fiduciary Funds
Statement of Fiduciary Net Assets
December 31, 2008
(In thousands}

ASSETS
Equity in pooied cash
Cash and investments with fiscal agents
Investments (U.S. government agencies)
Accrued interest receivable
Accounis receivable

Total assets

LIABILITIES
Accounts payable and other accrued liabilities

Total Liabilities

NET ASSETS
Held in trust for pension benefits

The accompanying notes are an integral part of the financial statements.

Police
and Firefighters
Pengion
Trust Agency
Funds Funds
3 420 12,958
— 13
135 3,343
3 132
12 166
570 16,493
570 16,493
570 16,493
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CITY OF INDIANAPOLIS
Fiduciary Funds
Statement of Changes in Fiduciary Net Assets
Police and Firefighters Pension Trust Funds
Year ended December 31, 2008

{In thousands)}
Police
and Firefighters
Pension
Trust
Funds
ADDITIONS
State of Indiana pension subsidy received from the General Fund 3 33,075
Interest income and other 249
33,324
Contributions:
Employer 13,341
Plan members 45
13,386
Total additions 46,710
DEDUCTIONS
Benefits 55,079
Total deductions 55,079
Change in plan net assets (8,369)
Net assets — beginning 8,369
Net assets — ending 3 —

The accompanying notes are an integral part of the financial statements.
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CITY OF INDIANAPOLIS
Notes to Financial Statemnents
December 31, 2008
{In thousands)

1. Summary of Significant Accounting Policies
A. Reporting Enfity

The City of Indianapolis (“City”}, located in Marion County, Indiana, was originally incorporated in 1832, On January 1, 1970, the government of the City, as defined by the Consolidated
First-Class Cities and Counties Act, adopted by the 1969 Indiana General Assembly, and Marion County (*County™} were unified {“Consolidated City"). Their form of service delivery was
consolidated and certain of the City’s service boundaries were extended to generally coincide with those of the County. Four other municipalities located within the County boundaries are
specifically excluded from most functions of the Consolidated City by the consolidating act.

The City operates under an ¢lected Mayor/City-County Council (29 members) form of government and provides the following services: public safety (police and fire), culture and recreation,
community development and welfare (including planning and zoning), highways and streets, environmental service (sanitary solid waste collection and disposal, sewerage, and wastewater
treatment), water delivery systems, and general administrative services. Tn addition, the City has responsibility over the operations of the public housing facilities, although the financial and
operating records are maintained outside of the City’s financial reporting systems.

The City’s financial reporting entity has been determined in accordance with govemmental accounting standards defining the reporting entity and identifying entities to be included in its
basic financial statements. The Indianapolis Housing Agency (Enterprise Fund) (“Housing Agency™), which is legally part of the City, is respansible for the management, operation,
maintenance, and administration of public housing and public housing projects. The Housing Agency has a separate Board of Commissioners which comprises nine members. The Mayor
appoints five members while the City-County Council appoints two members, The remaining two members are appointed from the family housing community and one from the senior
community. The Housing Agency has established a nonprofit entity, Parmers for Affordable Housing, Inc. (“PAH™), which is legally separate from the Housing Agency and which is exempt
from Federal income tax under Section 501 (c){(3). The purpose of PAH is to foster low-income housing in and around Indianapolis. PAH has as its sole member, the Housing Agency and its
board consists of six members, two of which are Housing Agency board members. PAH is presented as a discrete component unit as it is a legally separate, tax-exempt entity whose
relationship with the primary government meets the direct benefit, access, and significance criteria. Prior to 2008, PAH was presented as a blended component unit. The Housing Agency
and PAH issues separate financial statements, which can be ohtained by writing to Indianapolis Housing Agency, 1919 North Meridian Street, Indianapolis, IN 46202.

For financial reporting purposes, the City is considered to be a component unit of the Consolidated City of Indianapolis — Marion County Reporting Entity (unified government, commonly
referred to as “Unigov™), as defined by Governmental Accounting Standards Board (“GASB”) Statement No. 14, The Financial Reporting Entity. The elected officials, the Mayor and the
City-County Council (“Council™), serve as the executive and legislative body, respectively, for both the City and the County. The City is considered a legally separate organization for which
its elected officials are financially accountable. This accountability is evidenced by the elected officials’ ability to: (a) approve the budget of the City; (b) veto, override, or modify the
budget; and {c) establish tax levies. Additionally, the Mayor appoints the City’s deputy mayors and the City’s department directors subject to the approval of the Council, and also appoints
the City Controlier and Corporation Counsel. Other agencies included in the Consolidated City of Indianapolis — Marion County reporting entity, but not in the City’s financial statements,
include: Marion County, the Health and Hospital Corporation of Marion County, Indianapolis Airport Authority, Indianapolis Public Transportation Corporation, Indianapolis — Marion
County Public Library, and Capital Improvement Board of Managers. In addition, the Indianapolis —~ Marion County Building Authority is considered a joint venture of the City and the
County and is not included in the City’s financial statements.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report information on all of the nonfiduciary activities of the City and its discrete
component wnit. For the most part, the effect of interfund activity has been removed from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-fype activities, which rely to a significant extent on fees and charges for support.

The staternent of activities demonstrates the degree to which the direct expenses of a given function are offset by program revenues, Direct expenses are those that are clearly identifiable
with a specific function. Program revenues include (1) charges to customers or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function and (2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function. Taxes and other items not properly included among
program revenues are reported as general revenues.

Separate fund financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded from the government-wide financial
statements, Major individual governmental funds and major individual enterprise funds are reported as separate columns in the fund financial statements.
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C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned, and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are levied, and the rates
are certified in the subsequent year. Grants and similar items are recognized as revenue as soon as al] eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified accrual basis af accounting. Under this basis of accounting,
revenues are recognized as they become susceptible to accrual; generally, as soon as they are both measurable and available. Revenues are considered to be available when they are
collected within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City considers property taxes to be available if they are collected
and distributed within 60 days of the end of the current fiscal period. For all other revenue items, including taxes other than property taxes, the City considers revenue to be available if they
are collected within 90 days of the end of the current fiscal period. Significant revenues susceptible to accrual include property and other taxes, grants, and nterest on investiments. Bond
and notes issued are recorded as other financing sources, along with any related premium or discounts.

Expenditures are generally recognized under the modified accrual basis of accounting when the related fund liability is incurred. Exceptions to this general rule include:

1) Debt service fund bond principal and interest expenditures due through January 15 are recorded on the preceding December 31, Expenditures related to compensated absences and
claims and judgments are recorded only when payment i due (that is, matured).

2) Prepaid expenditures are not recorded as an asset in the fund financial statements.

GASB Statement No, 33, Accounting and Reporting for Nonexchange Transactions (“GASB Statement No. 33™), groups nonexchange transactions into the following four classes, based
upon their principal characteristics: derived tax revennes, imposed nonexchange revenues, government-mandated nonexchange transactions, and voluntary nonexchange transactions,

The City recognizes assets from derived tax revenue transactions (such as county option income tax) in the period when the underlying exchange transaction on which the tax is imposed
occurs or when the assets are received, whichever occurs first. Revenues are recognized, net of estimated refunds and estimated uncollectible amounts, in the same period that the assets are
recognized, provided that the underlying exchange transaction has occurred. Resources received in advance are reported as deferred revenues until the period of exchange.

The City recognizes assets from imposed nonexchange revenue transactions in the period when an enforceable legal claim to the assets arises or when the resources are received, whichever
occurs first. Revenues are recognized in the period when the resources are required to be used or the first period that use is permitted. The City recognizes revenues from property taxes, net
of estimated refunds and estimated uncollectible amounts, in the period for which the taxes are levied. Impesed nonexchange revenues also include taxes such as wheel, auio excise, and
financial institutions.

Intergovernmental revenues, representing grants and assistance received from other governmental units, are generally recognized as revenues in the period when all eligibility requirements,
as defined by GASB Statement No. 33, have been met. Any resources received before eligibility requirements are met are reported as deferred revennes.

Charges for services in the governmentat funds, which are exchange transactions and are, therefore, not subject to the provisions of GASB Statement No. 33, are recognized as revenues
when received in cash because they are generally not measurable until actually received.

All proprietary funds, pension trust funds, and the discretely presented component unit financial statements are accounted for using the same measurement foeus and basis of accounting as
the government-wide financial statements. Their revenues are recognized when they are earned, and their expenses are recognized when they are incurred, except as to the accounting for
certain pension costs, as explained in Note 17.

All agency funds are purely custodial in nature (assets equal liabilities) and do not present results of operations or have a measurement focus. Agency funds are accounted for under the
accrual basis of accounting.

The City reports the following major governmental funds:
The general fund is the City's primary operating fund. It accounts for all financial resources of the general government, except those required to be accounted for in another fund.
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The federal grants fund accounts for all grants received from the U.S. Departments of Housing and Urban Development, Justice, Transportation, Homeland Security, and othet
miscellaneous federal agencies,

The revenue debt service find accounts for the resources accumulated and payments made for principal and interest on debt of the Tax Increment Districts and on debt issued for
construction of certain City golf courses, sanitary sewers, and for certain other small public works projects.

The sanitary district capital projects fund accounts for all the resources accumulated and payments made for construction of sanitary sewers and the advanced wastewater
freatment plant. .

The City reports the following major enterprise funds:

The waterworks enterprise fund accounts for the activities of the government’s water distribution operations. See Note 2 for information on the City’s Waterworks operations.
_ The housing agency enterprise fund accounts for activitics related to the development, acquisition, and administration of low-rent housing units.
Additionally, the City reports the following fund types:

Internal service funds account for the accumulation of resources to provide for the financing of workers’ compensation and auto liability self-insurance for all City departments, as
well as provide for the centralization of certain payments of awards, refunds, and indemnities.

Fiduciary finds are classified into subgroupings — Agency Funds and Pension Trust Funds. Funds in this classification are used to account for assets held by the City in a fiduciary
capacity. Agency Funds are custodial in nature (assets equal liabilities) and account for monies held on behalf of contractors, retirement boards, the E-911 dispatch program, and
for confiscated items related to public safety activities. Pension Trust Funds are those funds held in trust for disbursement to covered employees (see Note 17).

In the government-wide and proprietary fund financial statements, the City applies all applicable GASB pronouncements, as well as the following private-sector pronouncements issued on
or before November 30, 1989, unless these pronouncements conflict with or contradict GASB pronouncements: Financial Accounting Standards Board (“FASB™) Statements and
Interpretations, Accounting Principles Board (“APB”) Opinions, and Accounting Research Bulletins (“ARBs”) of the Committee on Accounting Procedure. Governments also have the
option of following subsequent private sector guidance for their business-type activities and enterprise funds, subject to this same limitation. The City has elected not to follow subsequent
private sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the govemnment-wide financial statements. An exception to this general rule is charges between the City’s water
function and various other functions. Elimination of these charges would distort the direct costs and program revenues reported for the various functions concerned.

Amounts reported as program revensues include (1) charges to customers or applicants for goods, services, or privileges provided, (2) operating grants and contributions, and (3) capital
grants and contributions. Intemally dedicated resources are reported as general revenues rather than as program revenues. Likewise, general revenues include all local taxes. State-shared
revenues, such as cigarette tax, are reported as grants and contributions not restricted to specific functions, unless they are restricted to specific functions, such as gasoline tax, in which case
they are reported as operating grants and contributions.

Proprietary funds distinguish operating revenues and expenses 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 Housing Agency enterprise fund, of the Waterworks enterprise
fund, and of the government’s internal service funds are charges to customers for rents, sales, and services. Operating expenses for enterprise funds and internal service funds include the
cost of rents, 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, Payments in lieu of taxes constitute payment for services provided and are paid to various taxing authorities.

Indirect costs are included as part of the program expenses reported for individual functions and activities.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted resources first, then unrestricted resources, as they are needed.
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Effects of Rate Regulation

The City has elected for the Waterworks to continue to be rate-regulated by the Indiana Utility Regulatory Commission (“TURC™). The Waterworks follows the accounting and reporting
requirements of Statement of Financial Accounting Standards Statement No. 71, dccounting for the Effecis of Certain Types of Regulation (“SFAS No. 717). SFAS No. 71 provides that
rate-regulated entities account for and report assets and liabilities consistent with the economic effect of the way in which regulators establish rates, if the rates established are designed to
recover the costs of providing the regulated service and it is probable that such rates can be charged and collected. Certain expenses and credits subject to utility regulation or rate
determination normally reflected in income are deferred on the statement of net assets and are recognized in income as the related amounts are included in service rates and recovered from
or refunded to customers. Net deferred costs at December 31, 2008 amount to $835. Additionally, there are certain items that the FURC does not typically consider in establishing rates, such
as acquisition adjustment and amortization of intangible assets. See Note 15 regarding contingencies related to these regulatory assets and labilities.

Cash and Investments

Investments are stated at fair value. Fair values for investments are determined by closing market prices at vear-end as reported by the investment custodian. At December 31, 2008, the City
has $50,669 invested in TrustlNdiana an external investment pool administered by the State of Indiana, Consistent with the provisions of a 2a-7 like pool as defined by GASB Statement
No. 31, Accounting and Financial Reporting for Certain Investments and for External Investments Pools, the portfolio securities are valued at amortized cost, which approximates fair value.
The amortized cost valuation methods involves initially valuing a security at its cost on the date of purchase and thereafter accreting to maturity and discount or amertizing to maturity any
premium, The City records its investment in the external pool at its share value, The Indiana Treasurer of State has been designated by State statue as the administrator of the pool and has
general oversight over the daily operation of the pool.

When funds pool cash for investments, income from the pooled investments is allocated to the funds based on the participating fund’s average daily equity balance,
Receivables and Payables '

All outstanding balances between funds are reported as “due to/from other funds.” Any residual balances outstanding between the governmental activities and business-type activities are
reported in the government-wide financial statements as “internal balances.”

All trade and property tax receivables are shown net of an allowance for uncollectibles,

Property taxes are levied as of January 1 on property values assessed as of Marck 1 of the previous year, however see Note 1.L. The tax levy is divided into two billings due on May 10 and
November 10 each year,

Noncurrent portions of long-tenm receivables in the governmental funds are reported on their balance sheets, notwithstanding their measurement focus. The noncurrent portion of the
receivables that will ultimately result in the recognition of revenue has been reported as deferred revenue.  Noncurrent portions of other long-term receivables are offset by fund balance
Teserve accounts since they are not considered available spendable resources.

Long-term receivables for the Housing Agency relate to grant funded capital projects for affordable, low-income housing. Terms of the loans vary as to duc dates, interest rates, security of
collateral, and repayment of principal. See Note 6.A for further discussion.

Inventory

Inventory of the governmental funds is recorded as an expenditure when purchased; it is not recorded on the statement of net assets or the governmental funds balance sheet, as amounts are
not considered material.

Restricted Assets

Certain proceeds of the Waterworks revenue bonds, as well ag certain resources set aside for their repayment, amounting to $26,972 at December 31, 2008, are classified as restricted assets
on the statement of net assets and proprietary fund balance sheet because they are maintained in separate accounts and their use is limited by applicable bond covenants. In addition, certain
funds set aside in a grantor trust are restricted for payment of Waterworks postretirement benefits in the amount of $9,213. Restricted assets at December 31, 2008 also include $100,809 of
unspent Waterworks bond proceeds that are restricted for the construction of certain capital assets.
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Restricted assets of the Housing Agency amounted to $13,497 at December 31, 2008 and relate to tenant deposits and funds held in the Family Self-Sufficiency (“FSS™) Escrow.

Intangible Assets

An intangible asset was recorded in connection with the purchase of the Waterworks (see Note 2), which represents a negotiated amount paid by the City for the right to operate the
Waterworks. This original amount of $245,000 is being amortized on a straight-line basis over 40 years, which approximates the aggregate remaining useful life of the related utility plant
assets purchased. Amortization expense during the year amounted to $6,125. At December 31, 2008, the intangible asset is $204,167, which is net of accumulated amortization of $40,833.

Capital Assets

Capital assets, which include land, land imprevements, buildings, equipment, and infrastructure (¢.g., streets, bridges, sewers, storm drains, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements, Capital assets are defined by the City as assets with cost or donated value beyond prescribed
levels and estimated useful life in excess of two years. Such assets are recorded at historical cost or estimated historical cost, if purchased or constructed. Donated capital assets are recorded
at estimated fair value at the date of donation. The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend assets lives are not capitalized.

Governmental Activities
The prescribed capitalization levels for govemnmental activities are:

All land acquired by the City is capitalized. Land improvements of $23 or greater are capitalized.
All new construction of City buildings is capitalized. Rehabilitation of $75 or greater is capitalized.
Equipment and vehicles of $5 or greater are capitalized.

Beginning January 1, 2002, infrastructure projects of $25 or greater are capitalized. Infrastructure assets acquired before January 1, 2002 have been capitalized if estimated historical cost or
donated value was near or above the criteria for major infrastructure as defined by GASB Statement No. 34, Basic Financial Statements — and Management 's Discussion and Analysis — For
State and Local Governments (“GASB Statement No, 347).

Depreciation for governmental activities is calculated using the straight-line method and ne salvage value. Depreciation lives are as follows (not in thousands):

Land improvements 30 years individual depreciation
Buildings 50 years individual depreciation
Building improvements 20 years individual depreciation
Equipment and vehicles 3 to 20 years individual depreciation
Streets, curbs, sidewalks, traffic signals 30 years group depreciation

Bridges 60 years individual depreciation
Sewer and storm mains, manholes, inlets, and culverts 60 years group depreciation

Sewer and storm lift stations 60 years individual depreciation

Business-tvpe Activities
Housing Agency
The prescribed capitalization levels for the Housing Agency enterprise fund are as follows:

Land, buildings, and improvements $5
Equipment and vehicles $1
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Depreciation for the Housing Agency enterprise fund is calculated using the straight-line method and no salvage value. Depreciation lives are as follows {not in thousands):

Buildings 25 years individual depreciation

Building and site improvements 20 years individual depreciation

Equipment and vehicles 3 to 7 years individual depreciation
Waterworks

The prescribed capitalization level for the Waterworks enterprise fund is $5 for all items. Depreciation for the Waterworks enterprise fund is calculated using the straight-line method over
the estimated useful life of the various classes of depreciable assets. The group method is used to calculate depreciation, except for vehicles, which are depreciated individually.
Depreciation lives (not in thousands) vary widely; e.g., computers 4,72 years and supply mains 35.59 years to 71.94 years. Depreciation of utility plant assets averaged 2% in 2008.

When utility plant in service is refired, except for land and land rights, the accumulated cost of the retired property is credited to utility plant, and such costs, together with the cost of
removal less salvage, are charged against accumulated depreciation. If land, land rights, or other equipment are sold, the net gain or loss is included as gain on sale of capital assets.

Property not currently used in utility operations is included in other capital assets,
Customer Advances and Contributions in Aid of Construction

The Waterworks allows developers to install or provide for the installation of main extensions, which are to be transferred to the Waterworks upon completion. A portion of the cost of the
main extensions and the amount of any funds advanced for the cost of water mains installed are included in customer advances for construction and are refundable over a period of 10 years
as new customer hook-ups are attached to the main extensions. The amount refundable for a new hook-up is determined at the time the main extension is completed and is based on a portion
of projected utility revenues from the main extension. Advances not refunded within 10 years are transferred to contributed capttal. Historically, a portion of customer advances for
construction has not been refunded o the developer, Upon purchase of the Waterworks in 2002, the City recorded an amount for customer advances in the amount of $15,000. This liability
was estimated based on amounts outstanding and historical experience of the Waterworks prior to its purchase by the City. At December 31, 2008, these customer advances amount to
$13,238, Additionally customer accounts receivable that reflect a negative or “credit” balance on December 31, 2008 are also carried as customer advances. The amount of these credit
balances at December 31, 2008 was $1,297.

In addition, the City recorded $54,318 in contributions in aid of construction, which represents the amount that was recorded by the Waterworks prior to its purchase by the City and must be
carried forward under regulatory accounting requirements. Contributions in aid of construction amounted to $55,485 at December 31, 2008 and are netted against the capital assets balance.
This balance is being amortized over the estimated remaining useful life of the related wtility plant in service. Amortization expense in 2008 amounted to $1,721.

Property Taxes

Property taxes levied for all governmental entities located within Marion County are collected by the Treasurer of Marion County, Indiana (“Treasurer™). These taxes are then distributed by
the Auditor of Marion County, Indiana (*Auditor”) to the City and the other govemmental entities at June 30 and December 31 of each year. The City and the other governmental entitics
can request advances of their portion of the collected taxes from the Treasurer once the levy and tax rates are certified by the Indiana Department of Local Government Finance. The Indiana
Department of Local Government Finance typically certifies the levy on or before February 15 of the year following the property tax assessment.

The City's 2008 property taxes were levied based on assessed valuations determined by the Auditor as of the 2007 assessed valuations, which were adjusted for estimated appeals, tax
credits, and deductions. The lien date for the 2008 property taxes was March 1, 2007 (assessment daie); however, the City does not recognize a receivable on the lien date, as the amount of
property tax to be collected cannot be measured until the levy and tax rates are certified in the subsequent year. Taxable property is assessed at 100% of the true tax value. However, due to
continuing issues with assessed valuations, tax bills were delayed in 2007 as well as 2008, In 2008, first half of the year 2008 taxes were due and payable to the Treasurer in December 2008.
Second half of the year 2008 tax bills were sent to taxpayers in June 2009 with a due date of July 9, 2009. Property taxes outstanding at December 31, 2008, net of allowance for
uncollectible accounts, are recorded as a receivable in the government-wide statements, The find statements have recorded the same receivable and a corresponding amount in deferred
revenue since the amounts are not considered available,
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M.

Deferred and Unearned Revenues

Deferred revenue is reported in the fund financial statements for receivables that are not considered available at year-end or for which eligibility requirements have not been met. See Note
1.C for further discussion on the City's availability policy.

Uneamed revenue, on the other hand, is reported in the government-wide financial statements. The availability period does not apply; however, amounts may not be earned due to eligibility
requirements.

Unbilled Service Revennes

Operating revenues for the Waterworks include sales of water. These revenues are billed to customers monthly on a cycle basis. Revenues are billed every other month based on meter
readings and include a true up for any necessary adjustment for the prior month’s estimated billing. Unbilled revenue is recorded based on estimated usage from the date of the latest billing
to the end of the accounting period, Unbilled revenues are included in accounts receivable and amounted to $4.492 at December 31, 2008, Additionally, billings for sewer fees are billed with
the water billings and accounted for in the General Fund and are included in accounts receivable and amounted to $4,623.

Risk Management

The City is insured for property and certain liability losses, subject to certain deductible amounts, except that it is self-insured for auto liability, general Hability (excluding certain other
catastrophes), and workers’ compensation inpatient services, and services delivered at a site other than that provided for in the workers’ compensation agreement. Expenses are recorded
when a determinable loss is probable and the amount of the loss can be estimated.

The change in claims for 2007 and 2008, including an estimaie of incurred but not reported claims, is as follows:

Augo Public
linhikity Workers' Liability
reserve compensation self-insurance

Unpaid clains, December 31, 2006 ’ $ 907 % 1828 % 2,586
Ingurred claims and changes in estimates (33) 2,345 885
Claims paid (174) (2,363 (1,039)
Unpaid claims, December 31, 2007 700 1,310 2432
Incurred claims and changes in estimates 276 3,430 1,102
Claims paid ' (326) (2,747) (1,176}
Unpaid claims, December 31, 2008 $ 650 § 1993 $ 2,358

Accounts payable for the Workers' Compensation Internal Service Fund include unpaid claims of $1,993 and negative cash of $418 that has been reclassed to accounts payable as of
December 31, 2008,

The City has entered into contracts with a company to service its workers” compensation and auto liability claims. Under the terms of the contracts, the City is required to maintain a
minimum level of funds in 2 “loss fund account” with the company for the purpose of paying claims and losses. These amounts are recorded as an asset since the self-insurance risk is not
transferred to the service agent, The City records a Hability for the estimated outstanding losses at year-end, which includes an accrual for incurred but not reported claims and is included in
accounts payable and other current liabilities in the statement of net assets. The estimate of claims liability also includes amounts for incremental claim adjustment expenses related to
specific claims and other claim adjustment expenses regardless of whether aflocated to specific claims. The City accounts for the self-insurance programs in intemal service funds.

The City is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets; errors or omissions; and job-related ilinesses or injuries to employees. The City.
individually handles these risks of loss through combinations of rigk retention and commercial insurance.
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There have been no significant reductions in insurance coverage in the last year. Settled claims have not exceeded commercial coverage in the past three years.

The Housing Agency enterprise fund is a2 member of the Housing Authority Risk Retention Group, Inc. (“Group™), which provides general liability, public official, and lead-based paint
insurance to participating public housing authorities throughout the United States. Coverage provided by general liability is $5,000 per vear with a deductible of $5 for general liability and
$10 for property claims per occurrence. Management believes that the number of cutstanding claims and potential claims outstanding does not materially affect the financial position of the
Housing Agency enterprise fund. The risk of participation in the Group is limited to the initial equity coniribution of $90, any subsequent additional equity contribution as determined by the
Group’s Board of Directors, and the payment of annual premiums for its general liability insurance coverage. The Housing Agency enterprise fund has an invesiment of $196 in the Group at
December 31, 2008. Although the underwriting experience of the Group may resuit in increased annual premium charged and/or assessments against each participant’s equity contribution
account, the exposure to any net loss allocation is restricted to its equity contribution account balance, plus any additional assessment that may be required.

The Waterworks® assets are protected by various insurance policies required to be carried by the contractor operating the facilities, This includes motor vehicle liability, general Hability,
environmental liability, property damage, and varions other coverages. In addition, the City is self-insured for claims arising from damage due to water main breaks. The City pays for such
claims as they become due, The City does not believe that any claims to be paid under this coverage are material to the financial statements.

Compensated Absences

City employees earn benefit leave days (in lieu of all vacation, sick, and other accrued leave time), which accumulate to a maximum of 37 days per year, depending on length of service,
One hundred seventy-six hours earned benefit leave can be carried forward to subsequent years, and an additional 80 hours can be carried forward upon appropriate approval. Accumulated
unused sick leave earned before September 1, 1994 is payable only upon the death or retirement of an employee, and only half the accumulated sick leave is then payable,

The entire cost of benefit and sick leave is recorded in the government-wide financial statements and in the proprietary funds in the fund financial statements. Certain amounts have been
recorded in the governmental fund financial statements, since such amounts came due (i.e., matured) during the year ended December 31, 2008.

FPensions

The City records expenditures for pension obligations as payments are made te pensioners or to the State of Indiana for state-administered plans. The City records pension payments made
by the State of Indiana on its behalf as both a revenue and an expenditure. Unfunded pension obligations are recorded in the governmeng-wide statements in the long-term liabilities due in
more than one year.

Estimates and Uncertainties

The presentation of financial statements in conformity with U.S. generally accepted accounting principles reguires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported changes in amounts of revenues, expenses, and
expenditures during the reporting period. Actual results could differ from those estimates,

Interfund Transactions

Transactions that would be treated as revenues, expenditures, or expenses if they involved organizations external to the City are similarly treated if they occur between funds.
Reimbursements from one fund to another are treated as expenditures or expenses of the reimbursing fund and a reduction of the expenditure or expenses of the reimbursed fund. Charges or
collections for services rendered by one fund for another fund are recognized as revenues of the recipient fund and expenditures or expenses of the disbursing fund.

Encumbrances

Within the governmental fund financial statements, fund balance is reserved for outstanding encumbrances. Encumbrances cutstanding at year-end will remain in force and will be liguidated
under the current year's budget.
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U,

Amortization of Bond Costs and Amounts Deferred on Refundings

In the government-wide financial statements and the proprietary fund types in the fund financial statements, bond or note discounts and premiums are vecorded as a reduction or addition to
the debt obligation, and bond or note ismance costs are recorded as deferred charges. Bond or note discounts and premiums are amortized using the effective-interest method over the term
of the related bonds. The deferred amount on refunding is amortized as a component of interest expense over the remaining life of the bonds using the straight-line method.

In the fund financial statements, governmental funds recognize bond premiums and discounts, as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances arc reported as other financing sources, while discounts on debt issuances are reported as other financing uses,
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

Statement of Cash Flows

For purposes of the statement of cash flows, cash and cash equivalents are defined as all highly liquid investments (including cash and investments with fiscal agents and restricted assets)
with an original maturity of three months or less at the date of purchase.

Accounting Treatment for Overdraws of Section 8 Housing Assistance Fund — Housing Agency

In January 2006, the Department of Housing and Urban Development (“HUD") issued notice PTH 2006-03 which, among other things, changed the regulatory reporting requirements for the
overdraws of Section 8 voucher funds. Previously, HUD had required that overdraws of Section 8 and any other grants, be presented in financial disclosures as a lability. The Honsing
Agency had presented such overdraws in prior years financial statements as current liabilities to which subsequent year voucher payments would be charged. Notice PIH 2006-03, and
subsequent interpretive guidance issued by HUD, required all public housing agencies with fiscal years ended December 31, 2006 or later report overdrawn Section 8 voucher funds as
unrestricted net assets in the Financial Data Schedule filings. The Housing Agency changed its treatment of Section 8 overdraws in 2006 presenting them as unresiricted net assets. In
January 2008, HUD issued Notice PTH 2008-09, which amended 2006-03 to require the presentation of Section 8 overdraws as restricted net assets. At December 31, 2008, net assets
restricted for future Section 8 payments were $12,812.

The Housing Agency entered into an agreement with HUD to repay the prior year Section 8 overdraw liability in ten equal annual installments beginning in 2006. The Housing Agency and
HUD have agreed to follow the repayment plan and exclude the underlying liability from the treatment required by PTH 2¢06-03.

Prior Period Adjustment — Housing Agency and PAH

The Housing Agency’s and PAH’s beginning net assets balances as of January 1, 2008 were adjusted for a correction of errors in reporting capital assets and loans receivable activity related
to a grant funded project known as Red Maple Grove. As a result, the beginning net assets decreased by $3,840 for the Housing Agency and increased $122 for PAH. The following account
groups were affected by the prior period adjustments, which reclassified capital assets to loans receivable and recorded grant expense for items previously capitalized.

Business-type activities Discretely presented component unit
Hounging Agency Partoers for Affordable Honsing
As previously As previously
reported Adjustment As restated reported Adjustment  As restaied
Assats:

Loans receivable $ 1,186 § 3,446 $ 4,632 k] — 5 122 3 122
Accred interest on loans —_ 84 &4 — —_ —
Capital assets 152,088 {7,624) 144 464 — — —_
Accumulated depreciation (90,133) 254 (89,879) —_ — —
Other assets 18,564 — 18,564 7,759 —_ 1,759
Total assets 3 81,705 5 (3,840) $ 77,865 3 7.739 b 122 5§ 7,881
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Y. Future Adoption of Accounting Pronouncements

GASB has issued Statement No. 51, decountfing and Financia! Reporting for Intangible Asseis, Statement No. 52, Land and Other Real Estate Held as Investments by Endowments,
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments, Statement No, 54, Fund Balance Reporting and Governmental Fund Type Definitions, Statement No. 55,
The Hierarchy of Generally Accepted Accounting Principles for State and Local Governmenis, and Statement No. 56, Codification of Accounting and Financial Reporting Guidance
Contained in the AICPA Statements on Auditing Standards, The City intends to implement these GASB statements on their respective effective dates,

Z. Net Assets

In the government-wile and proprietary fund financial statements, equity is displayed in three components as follows:

N Invested in Capital Assets, Net of Related Debt — This consists of capital assets, net of accumulated depreciation, less the outstanding balances of any bonds, notes, or other
borrowings that are attributable to the acquisition or construction of those assets.

2) Restricted — This consists of net assets that are legally restricted by outside parties or by law through constitutional provisions or enabling legislation. Net assets restricted by
statutory restrictions represent revenue sources that are required by statute to be expended only for specific purposes.

3 Unrestricted — This consists of net assets that do not meet the definition of “restricted” or “invested in capital assets, net of related debt,”

Waterworks Operations

In the suramer of 2000, NiSource, Inc. (*NiSource™), an unretated third party, indicated its intention to merge with Columbia Energy Group of Virginia. Under federal law regarding the
regulation of public utility holding companies, federal regulators ordered NiSource to divest itself of all water utility assets by November 2003. In September 2000, the City petitioned the IURC
to begin the process of purchasing the water utility assets of the Indianapolis Water Company (“IWC”) and other assets of IWC Resources Corporation (*IWCR”) and its subsidiaries.

In November 2001, the City entered into an Asset Purchase Agreement with NiSource and IWCR (its subsidiary) providing for terms and conditions of the City's acquisition of the assets
comprising substantially all of IWCR’s water utility assets. The Asset Purchase Agreement was finalized and completed on April 30, 2002. The City created the Waterworks Department which
in tumn acquired substantially all of the assets of [IWC and five other smaller subsidiaries of IWCR: (i) Harbour Water Corporation, (ii) Darlington Water Works Company, (iii} Liberty Water
Corporation, (iv} IWC Morgan Water Corporation, and (v) Irishman’s Run Acquisition Corporation. Irishman’s Run Acquisition Corporation was subsequently sold in 2002 to an unrelated party
and Darlington Water Works Company was sold in 2006.

IWC or other subsidiaries of IWCR provide water service in most areas of the City of Indianapolis and Marion County, and portions of the surrounding counties of Boone, Hamilton, Hancock,
Hendricks, Montgomery, and Morgan. A total of approximately 305 customers (approximately 1 million people) is served by the Waterworks. Approximately seventy-eight percent (78%) of the
customers are {ocated in Marion County,

The City paid cash of $380,100 and assumed $222,897 of NiSource’s liabilities, including $2,500 of IWC preferred stock, in connection with the purchase. The City issued its Waterworks
Dristrict Net Revenue Bonds, Series 2002 A (Tax-Exempt) and Series 2002 B (Taxable) {collectively referred to as the “Waterworks Series 2002 A and B Bonds™) in a total amount of $580,370
to finance the purchase. The acquisition was accounted for as a purchase, and the results of operations of the Waterworks were included in the City’s financial statements from the acquisition
date of April 30, 2002. The City liquidated $119,991 of the assumed liabilities upon issvance of the Waterworks Series 2002 A and B Bonds. As a result of the acquisition, an intangible asset of
$245,000 was recorded, which represents a negotiated amount paid by the City to NiSource for the right to operate the Waterworks, The difference hetween the purchase price paid for the
regulated portion of the Waterworks® assets by the City and the underlying book value of the net assets acquired has been classified as plant acquisition adjustment, which is a separate
component of utility plant assets. The plant acquisition adjustment amounted to $184,195 at the acquisition date and is being amortized over a period of forty (40) years based on the estimated
aggregate remaining useful life of the related plant assets.

On March 21, 2002, the City entered into a management agreement with U.S. Filter Operating Services, Inc. During 2004, U.S. Filter Qperating Services, Inc. changed its name to Veolia Water
Indianapoelis, LLC (“Veolia™). Veolia provides the administrative, management, and operational functions of operating the Waterworks. See further information on the management agreement
in Note 15. All employees of IWCR became employees of U.S. Filter (now Veolia) upon completion of the purchase and execution of the management agreement.
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3.

Cash and Investments

A summary of all cash and investments for the primary government at December 31, 2008 including a reconciliation to the financial statement amounts is as follows:

Cash and investments $ 359,537
Cash and investments with fiscal agents 255,463
Restricted assets 150,491
Cash and investments — Fiduciary Funds 16,856
Cash and investrents with fiscal agents — Fiduciary Funds 13

Total cash and investments $ 782,360

Due to different management and investing policics, the remaining cash and investment disclosures for the City are presented separately for the primary government excluding the Housing
Agency and for the Housing Agency.

Primary Government Fxcluding Housing Agency

Investments are recorded at fair valus. Fair value for investments is determined by closing market prices at year-end. It is the policy of the City to invest public funds in a manner that will
provide the highest investment return with the maximum security while meeting the daily cash flow demands of the City and conforming to all state/local statutés governing the investment of

public funds.

The primary objectives, in priority order, of the City’s investment activities shall be:

Safety: Safety of principal is the foremost objective of the investment program. Investments of the City shall be undertaken in a manner that seeks to ensure the preservation of capital in the
overall portfolio. To attain this objective, diversification is required in order that potential losses on individual securities do not exceed the income generated from the remainder of the portfolio.

Liquidity: The City’s investment portfolio will remain sufficiently liquid to enable the City to meet all operating requirements that might be reasonably anticipated.

Return on Investments: The City’s investment pertfolie shall be designed with the objective of attaining a rate of return throughout budgetary and economic cycles, commensurate with the
City’s investment risk constraints and the cash flow characteristics of the portfolio.
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As of December 31, 2008, funds were invested as follows (excluding Housing Agency):

Investment maturities (in years)

Fair Less Greater than
Investment type value than 1 1-5 10
Federal Farm Credit Bank $ 5,747 § — 3 5747 8 —
Federal Home Loan Bank 46,978 20,102 26,876 —
Federal Home Loan M ortgage Corporation 20,043 — 20,043 —
Federal National M ortgage Association 35,167 — 35,167 —
Federal National M ortgage Association Discount Note 14,998 14,998 — —
United States Treasury Notes 6,906 2,718 4,188 —_
Government Backed:
Guaranteed Hrvestment Contracts 14,664 588 1,064 13,012
Money Market Funds 156,835 156,835 — —
Prime M anagement Market Funds 88,285 88,285 — —
Repurchase Agreements 23,644 23,644 — —
Mutual Funds 850 890 — —
Commercial Paper 4,655 4,655 — —
State Extemnal Investment Pool -~ TrustINdiana 50,669 50,669 — —
3 469,481 § 363,384 § 93,085 §% 13,012

States statutes and City investment policies authorize the deposit of funds in financial institutions and trust companies. Investments can be made in obligations of the U.8. government or any
agency or instrumentality thereof. All Cify investments must mature within 2 years from date of investment unless managed by a bank’s trust department and then the maturity length can be
longer. Total cash deposits at December 31, 2008 amounted to $290,019.

Interest Rate Risk

Interest rate rigk is the risk that the fair value of investments will be adversely affected by a change in interest rates. The City’s investment policy provides that the City seeks to minimize the risk
that the market value of securities in its portfolio will decrease due to changes in general interest rates by structuring the investment portfolio so that securities mature to meet cash requirements
for ongoing operations, thereby avoiding the need to sell securities on the open market prior to maturity.

Credit Risk

Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its obligations, Credit risk is measured using credit quality ratings of investments in debt securities as
described by nationally recognized rating agencies such as Moody’s Investor Services. The City uses the highest integrity when choosing an instrument of investment. The City keeps its credit
risk as it pertains to investments at a low rate by requiring all investments of the City be rated in the three highest ratings categonm by Moody's Investor Service, Standard & Poor's Corporation,
or Fitch's Ratings Service.
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Investments were rated as follows by Moody's, Standard & Poor’s, or Fitch’s Rating Service at December 31, 2008:

Investment type Fair value Rating

Federal Farm Credit Bank 3 5,747 AAA
Federal Home Loan Bank 46,978 AAA
Federal Home Loan Mortgage Corporation 20,043 AAA
Federal National Mortgage Association 35,167 AAA
Federal National Mortgage Association Discount Note 14,998 AAA
U.5. Treasury Notes 6,906 AAA
Gavernment Backed:

Guaranteed Iovestment Contracts 14,664 NOT RATED

Money Market Funds 156,835 AAA

Prime Management Market Funds 88,285 AAA

Repurchase Agreetnents 23,644 AAA

Mutnal Funds 890 AAA
Commercial Paper 4,655 Al/P1
State External Investment Pool — TrustINdiana 50,669 NOT RATED

$ 469,481

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the City will not be able to recover the value of the investments, collateral securities, or deposits that are in the
possession of the counterparty. The City’s investment policy requires that repurchase agreements be covered by adequate pledge collateral. In erder to anticipate market changes and provide a
level of security for all funds, the fair value (including accrued interest) of the collateral should be at least 102%.

At December 31, 2008, all City investments and all collateral securities pledged against City deposits are held by the counierparty’s trust depariment or agent in the City’s name except for
$168,901, which is not held in the City’s name.

Concentration of Credit Risk

The City policy provides that the City may invest up to 30% of their investment pool in negotiable certificates of deposit having maturities of less than two years and in multiples of one million
dollars providing that market yields on certificates of deposit exceed treasury bills of comparable maturity duration. The City has no investments in certificates of deposit at December 31, 2008.

Housing Agency
The following summarizes the Housing Agency’s policy and investment activity:

Investment Policy and Legal and Contractual Provisions Governing Cash Deposits

In accordance with Section 401(E) of the HUD/PHA Annual Contributions Contract, it is the policy of the Housing Agency to invest its funds in a manner that will provide the highest investment
return with maximum security while meeting the daily cash flow needs of the Housing Agency, and comply with all federal, state and local statutes or ordinances governing the investment of

public funds.
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During the year ended December 31, 2008, the Housing Agency held one savings account and one institutional money market deposit account with AIM Investments. Demand deposits are fully
insured by the Federal Depository Insurance Corporation or by the Indiana Public Deposits Insurance Fund.

Credit Risk dial Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. Custodial credit risk is the risk that the Housing Agency will ot be able to recover the
value of its deposits, investments or collateral securities that are in the possession of an outside party if the counterparty fails. Deposits are exposed to custodial credit risk if they are not covered
by depository insurance and the deposits are uncollateralized or collateralized with securities held by the pledging financial institution.

The Housing Agency has ene institational money market deposit account valued at $92 to consider for credit risk and custodial credit risk. The money market account had a Standard and Poor
credit rating of AAA, & Moody's credit rating of Aaa, and Fitch rating of AAA. .

Concentration of it Ris

Concentration of credit risk is the risk of loss that may arise in the event of default by a single issuer. The Housing Agency has one institutional money market deposit account valued at $92,
which represents 100% of uninsured deposits and investment accounts. The Agency has one certificate of deposit with a six-month maturity valued at $1,878 at December 31, 2008.

Interest Rate Risk

Interest rate risk is the rigk that changes in interest rates will adversely affect the fair value of the investments. The nature of the Housing Agency’s deposits and investinents do not present high
exposure to interest rate market risks due to theijr shott-tern nature,

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates witl adversely affect the fair value of an investment or a deposit. All Housing Agency deposits and investments are denominated
in U8, currency.

The Housing Agency maintains cash deposits with area financial institutions. A summary of these deposits at December 31, 2008 is as follows:

Carrying
value
On hand $ —
On deposit:
Insured by FDIC 462
Insured by Indiana Public
Deposits Insurance Fund 20,520
$ __ 20982
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4.

Receivables Disaggregation

Accounts receivable as of year-end for the City, including the applicable allowances for uncollectible accounts are as follows:

Governmental activities:
General
Revenue debt service
Sanitary district capital projects
Other nonmajor govermmental
Total receivables
Allowance for uncollectible accounts

Total governmental activitics

Accounts not scheduled for collection during the subsequent year

Business-type activities:
Waterworks
Allowance for uncollectible accounts
Total receivables
Housing Agency
Total business-type activities

Amounts not scheduled for collection during the subsequent year

$
3

Due from Total
other accounts
Accounts governments Other receivable
62,051 % 102,440 § 1,618 166,109
— 4 — 4
— 58 — 58
103 930 73 1,106
62,154 103,432 1,691 167,277
(5,255) — — (5,255)
56,809 § 103432 % 1,691 162,022
— % — — _
18,187 % — % - 18,187
{2,550) — — (2,550}
15,637 — — 15,637
39 — — . &9
15726 % — % — 15,726
— % S —_ —
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5. Due from Federal and State Governments
Amounts due at December 31, 2008 were as follows:
Business-type
Governmental activities activities
Federal Grants Other nonmajor

General Fund Fund governmental Heusing Agency

Reimbursements under federal grants from:
U.8. Department of Housing and Urban Development {HUD) 3 — % 3564 % — 3 565
U.8. Department of Justice (DOJ) — 802 — 204
U.S. Department of Transportation (DOT) — 1,121 — —
U.S. Department of Interior {DOI) — 32 - —
U.S. Department of Treasury — 28 — —
Federal Emergency Management Agency (FEMA) — 774 — —
U.S. Environmental Protection Agency (EPA) 106 146 e -—
U.8. Department of Education (DOE) — 6 — —
U.S. Department of Homeland Security (DHS) — 1,390 — —
Due from State of Indiana grants 61 — 297 —
h 167 % 7,863 § 297 % 769

At Decemnber 31, 2008, the City had available lines of credit or grant authorizations from HUD totaling $30,307,

6. Long-term Receivables

A. Long-term receivables as of December 31, 2008 consist of the following:
Governmental activities

The City has U.S, Department of Housing and Urban Development (*HUD™) loans outstanding at December 31, 2008 of $27,536 including accrued interest of $4,863. The City has provided
a teserve of $26,701 for these receivables given the uncertainty of collection. Many of these loans bear interest at rates ranging from 0% to 10% and mature over the next 30 years,
Generally, principal and interest payments are based upon defined net cash flows and are deferved until sufficient cash flow is available. All deferred principal and interest are due at
maturity, Loan repayments to the City are restricted for community and economic development purposes that would otherwise be eligible for reimbursement by HUD under Title I of the
Housing and Community Development Act of 1974,

Housing Agency

The Heusing Agency has long-term loans receivable outstanding at December 31, 2008. These loans are a result of grant funded affordable or low-income housing capital projects with fixed
interest rates. Noninterest-bearing loans are recorded at present value with a discount that is amortized over the term of the loan.
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Business-type activities
__Housing Agency
Interest Unamortized Net loans Maturity
rate Principal discount receivable date
Red Maple Grove Phase I 484 % § 347 % — 8 347 6/30/2044
Red Maple Grove Phase ITA — Perm A and B 0.00 - 5.36 3,876 (2,698) 1,178 12/31/2047
Red Maple Grove Phage IIB — Construction, Perm A and B 0.00-525 5,004 (1,677) 3,327 12/31/2049
Georgetown [HA Partners I1 4.90 5,059 — 5,059 12/31/2055
Tibbs 1 0.00 200 — 200 9/14/20136
Tibbs I 574 300 — 300 0/14/2038
United North East Community Development * 0.00 4 — 4 12/31/2008
*Final annual installment was received in 2009. $ 14790 § 4,375) § 10,415

Waterworks

The Waterworks closed an asset purchase agreement with the City of Carmel for certain assets in Clay Township on June 30, 2006. The terms of this agreement called for initial payments
of $350 at closing and $165 a month for 10 months. The extended payment terms call for a payment of $900 every six months for the subsequent nineteen years. At December 31, 2008, the
net present value of the extended payments due under the terms of this agreement is approximately $18,722. An effective-interest rate of 4.88% was used to present value the note
receivable. The future payments to be received are as follows.

Business-type activities

Waterworks

2009 $ 1800
2010 1,800
2011 1,800
2012 1,800
2013 1,800
2014 - 2018 9,000
2019 2023 9,000
2024 - 2025 3,600
Total payments 30,600
Less: net present value of interest earnings 11,878

18,722
Less current portion 1,577
Total long-tetm note receivable L) 17,145
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B. Long-term pledge receivable as of December 31, 2008 consists of the following:

The long-term pledge receivable amount outstanding as of December 31, 2008 is $1,290. This amount is not recorded on the financial statements and represents a $1,290 pledge receivable
for Canal Square. The pledge agreement states that these funds shall be returned to the City oaly if a sale or refinancing occurs. If either event oceurs, the City is entitled to full repayment;
however, the City is subordinate to the mortgage and also to the investors {to the extent of their capital contributions).

Capital Assets

Following is a summary of changes in capital assets for the year ended December 31, 2008:

Balance Bulance
January 1, December 31,
2008 Additions Reductions 2008
Governmental activitles:
Capital assets not being depreciated;
Land - § 64,459 % 3,234 % 2,571 § 65,122
Construction in progress 136,719 113,375 102,954 147,140
201,178 116,609 105,525 212,262
Capital assets being depreciated:
Buildings 753,643 19,065 92 772,616
Improvements 151,079 578 46 151,611
Equipment 108,214 29,226 5,563 131,877
Infrastructure 3,411,062 86,406 31,746 3,465,722
4,423,998 135,275 37,447 4,521,826
Less accumulated depreciation:
Buildings 342,083 22,987 7R 364,992
Improvements 64,204 4,481 23 68,662
Equipment 74,978 11,989 5,349 81,618
Infrastructure 2,169,801 88,740 31,658 2,226,883
Total accumulated depreciation 2,651,066 128,197 37,108 2,742,155
Total capital assets being depreciated, net 1,772,932 7.078 339 1,779,671
Governmental activities capital assets, net § 1974110 § 123687 § 105,864 § 1,991,933
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Balance Balance
January 1, December 31,
2008 as restated (1) Additions Reductions 2008
Business-type activities:
Waterworks
Capital assets not being deprectated:
Land 17,591 § 66 % — 3 17,657
Construction in progress 20,719 42,716 22418 41,017
Totai capital assets not being depreciated 38,310 42,782 22418 58,674
Capital assets being depreciated:
Water distribution and freatment system 874,080 20453 152 903,381
‘Equipment 23,042 1,578 406 24214
Total capital assets being depreciated 897,122 31,031 558 027.595
Less accumulated depreciation:
Water distribution and treatment system 213,983 19,642 152 233,473
Equipment 9,819 757 406 10,170
Total accumulated depreciation 223,802 20,399 358 243,643
Less acquisition adjustment 164,136 — 4,781 159,355
Less confributions in aid of construction 56,636 570 1,721 55,485
Total capital assets being depreciated, net 452,548 10,062 (6,502) 469,112
Total Waterworks 490,858 § 52844 § 15916 $ 527,786
Housing Agency
Capital assets not being depreciated:
Land 16,850 $ 1,028 § — § 17,878
Total capital assets not being depreciated 16,850 1,028 — 17,878
Capital assets being depreciated:
Buildings 122,558 1,130 70 123,618
Equipment 5,154 532 — 5,686
Total capital assets being depreciated 127,712 1,662 7 125,304
Less accumulated depreciation:
Buildings 86,263 4,464 11 90,716
Equipment 3,714 334 — 4,048
Total accumulated depreciation 89,977 4,798 11 94,764
Total capital assets being depreciated, net 37,735 (3,136) 59 34,540
Total Housing Agency 54,585 (2,108) 39 52,418
Business-type activities capital assets, net 545443 % 50,736 § 15975 § 580,204

(1) See Note 1.X for discussion of prior period adjustment for the Housing Agency.
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Total depreciation and amortization expense for Waterworks of $20,236 reported on the proprietary funds statement of revenue, expenses, and changes in fund net assets consists of depreciation
expense of $20,399, amortization expense of $6,125 for intangible assets, and amortization expense of $214 of deferred charges and is offset by negative amortization of $6,502 for the

acquisition adjustment and contributions in aid of construction,

As discussed in Note 1.I, Waterworks has recorded an intangible asset in connection with the purchase of the water utility (see Note 2). This intangible asset, which amounts to $204,167 at
December 31, 2008, is not included in the capital asset rollforward above as it is separately reported on the statement of net assets. Reductions to the intangible asset during fiscal year 2008

related to amortization in the amount of $6,125.

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:
General government
Public safety
Public works
Health and welfare
Cultural and recreation
Urban redevelopment and housing
Economic development and assistance

Business-type activities:
Waterworks
Housing Agency

3 694
10,780

104,220

66

5,034

4,316

3,067
b3 128,197

b 20,399
4,798
3 25,197

In 2007, the Waterworks signed a First Amendment to the Management Agreement (“Amendment”) with Veolia. As part of the Amendment, Waterworks agreed to reimburse Veolia for
amounts related to the purchase and instatlation of meters, valves, and hydrants incurred during fiscal years 2002 through 2006 in the amount of $5,000. These items were originally recorded as
capital assets and contributed capital in the financial statements of Waterworks at the time they occurred. In 2007, a note payable was executed for $5,000. At December 31, 2008, the remaining

balance is $1,666 and is included in notes payable.

Major outlays for capital assets are capitalized as projects are constructed. Interest incurred during the construction phase of capital assets of business-type activities is capitalized and amounted
to $932 in 2008. At December 31, 2008, the City’s commitments related to construction in progress are composed of the following:

Depariment of Parks and Recreation
Metropolitan Emergency Communication Agency
Department of Public Works

Department of M etropolitan Development

Total govemmental activities

Waterworks
Total business-type activities

Acerued expenditures
through
Authorized December 31, 2008 Committed

4934 § 1,862 5 3072

2294 627 1,667
210,585 143,724 66,861
1,700 927 773
219,513 5 147,140 $ 72,373
62,760 % 41,017 $ 21,743
62,760 $ 41,017 $ 21,743
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8. Accounts Payable and Other Current Liabilities Dissaggregation
Accounts payable and other current liabilities as of year-end for the City are as follows:
Total
Due to Accrued payables and
Third-party other Claims and payroll and other current
Yendors contracts Lilly __governments settlements taxes Other liabilities
Governmental activities:
General 31,577 § 642 % — 3 2824 & 9% % 32,047 375 0% 67,561
Federal grants 1,090 2,591 — 436 — 83 751 4951
Revenue debt service — — 12,737 — — — 46 12,783
Sanitary district capital projects 7,179 — — — — — — 7,179
Other nonmajor governmental 1,744 60 — — — & 5 7.815
Internal service — — — — 5,001 — 418 3,419
47,590 3,293 12,737 3,260 5,097 32,136 1,593 105,708
Adjustment to government-wide — — — — {906) — — (906}
Total governmental activities 5 47,590 % 3293 § 127137 % 3260 §% 4,191 § 32,136 1,595 % 104,802
Accounts not scheduled for payment
during the subsequent year 3 — 3 — 5 12737 % — 3 — ¥ — — ¥ 12,737
Business-type activities:
Waterworks $ 26356 § — % — 3 — 3 — % 14 — 5 26,370
Housing Agency 1,220 — — — — 258 — 1,478
Total business-type activities $ 27576 § — % — $ — 8 — 272 — 3 27,848
Accounts not scheduled for payment
during the subsequent year $ — 3 — ¥ — 5 — 5 — 3 — — 3 —

The adjustment to government-wide amount of $906 represents a seftlement payable that was recorded as an accounts payable in the Intemal Service Fund and is shown in long-term liabilities on

the government-wide financial statements.
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9. Leases and Other Financing Transactions
A. Lessee Arrangements
1. Capital leases are described in the long-term debt sextion of the notes to the financial statements (Note 10).
2. Operating leases

The City has entered into various operating leases for rental of equipment and properties. Total rental expense for these operating leases was $16,340 for governmental activities and $538
for business-type activities in 2008. The minimum future payments as of December 31, 2008 on these operating leases are as follows:

Governmental Business-type activities
activities Housing Agency

2009 L 15873 ) 370
2010 15,800 247
2011 15,568 —
2012 15472 —
2013 15,486 —
2014-2018 48,248 —
20192023 1,914 _
2024 — 2028 364 —
20292033 363 -_
2034 — 2037 166 —

Total future payments 3 129,254 5 617

The City entered into an agreement with the Marion County Convention and Recreational Facility Authority (“MCCRFA™} to lease a portion of land located at the airport over a 25-year
term expiring in December 2016, This land was being used for a major aircraft maintenance and overhaul center for United Airlines, Inc. (“United™) prior to United’s bankruptcy filing in
2003, The lease requires the City to make annual payments equal to MCCRFA’s debt service requirements. Lease payments in 2008 amounted to $14,229.
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B. Lessor Arrangements

The City is the lessor in several operating lease agreements with outside parties. These leases include various properties and portions of property acquired by the City. The estimated value
of the leased property is $3,107. These properties are leased for terms generally ranging from 5 to 50 years. Total rental income amounted to $592 in 2008.

The minimum future rental income to be received as of December 31, 2008 on these operating leases is as follows:

Governmental
activities

2009 3 415
2010 359
2011 357
2012 317
2013 317
2014—-2018 1,435
2019—2023 610
2024 - 2028 610
20292033 610
2034 — 2037 242

Total future receipts $ 5,272

C. Other Financing Transactions
City Market:

In 2007, the City renewed its long-term operating lease with the Indianapolis City Market Corporation (“Market™), a not-for-profit organization formed for the purpose of operating the
Indianapolis City Market. The lease extends through February 28, 2011 and provides for a five-year renewal option at that time. The Market is to pay an annual rental fee of one dollar, plus
100% of the net cash flow, if any, remaining after the payment of normal costs of operations and maintenance. In 2008, the City was required to contribute additional subsidies to the Market
of $393.

Circle Cenire Mall:

In January 1994, the City entered into a long-term operating lease with Circle Centre Development Company, an Indiana general parinership. The lease extends through December 2027 and
provides seven options to extend the term for 10 years. No rental payments are dug under the lease.
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10. Long-term Liabilities
A, Changes in Long-term Debt
The following is a summary of long-term debt and other long-term liabilities for the year ended December 31, 2008:

Balance Balance Due
January 1, December 31, within
2008 Additions Reductions 2008 one year
Governmental activities:
Bonds pavable:
General obligation bonds payable 3 305,051 § 41,672 % 27,282 % 319441 § 26,783
Tax increment bonds payable 442 678 65,841 18,350 490,169 16,713
Revenue bonds 567,104 28,185 22,324 372,965 0,054
Deferred amounts
Less: Deferred discounts (485} — {18) {467) —
Loss on refunding (7,566} —_ {702) (6,864) —
Plus: Deferred premivms 10,741 1,647 1,223 11,165 —
Total bonds payable 1,317,523 137,345 68,459 1,386,409 73,552
Notes payable 29,239 2,039 3,894 27,384 7,520
Capital lcases payable 151 —_ 151 — —
Net pension obligation 386,973 — 5,435 381,538 —
Postemployment benafit abligation 13,210 12,981 _— 26,191 —_
Compensated absences 28,622 22,718 25,074 26,266 11,258
Settlements payable 906 91 91 206 21
Total governmental activities ¥ 1,776,624 § 175,174 % 103,104 % 1,848,694 % 92,421
Business-type activities:
Waterworks:
Revenue bonds 5 B30,i25 % _ 6,240 § 843,885 § 37,741
Less: Loss on refunding ) (60,147) — 2,566 {57.581) —
Plus: Deferred premiums 24915 — 1,285 23,630 —
Taotal bonds payable 814,893 —_ 10,091 805,934 37,741
Notes payable 3,768 — 1,884 1,684 1,884
Customer advances 12,074 4,707 2.247 14,534 —
Unfunded postreticement obligation 55,228 4,459 — 59,687 —
Housing Agency:
Capital leases payable 1,248 — 218 1,030 178
FSS escrow 459 3687 218 608 329
Dug to other governmental units 1,033 —_ 129 204 130
Compensated absences 331 167 189 309 31
Total business-type activities 3 885,034 $ 9,700 3 14,976 §% 888,800 § 40,293

Inchuded in additions to bends payable is $8,062 representing accretion of capital appreciation bonds that do not provide financing services in the statement of revenues, expenditures, and
changes in fund balance.
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B. General Obligation Bonds

The City, through the Indianapolis Local Public Improvement Bond Bank (“Bond Bank™) issues general obligation bonds to provide funds for the acquisition and construction of major
capital facilities. General obligation bonds are direct obligations and pledge the full faith and credit of the City. These bonds generally are issued as 20-year serial bonds with equal amonnts
of debt service (principal and interest) maturing each year, General obligation bonds currently outstanding are as follows:

Final
Issue maturity
date date Interest Outstanding
Civil City Bonds:
Pension Bonds, Series 2005 A 02/0372005 01/15/2022 3.790-5280% % 92,695
Total General Municipal Bonds 92,605
Redevelopment District Bonds:
Redevelopment District of 1993:
Capital appreciation 03/04/1993 01/01/2013 6.050 - 6.300 28,254
Redevelopment District of 1995 12/01/1995 01/0172015 5.000—-5.200 1,775
Total Redevelopment District Bonds 30,029
Sanitary District Bonds:
Sanitary District of 1993 — 2nd 03/04/1993 01/01/2013 5.700-5.900 20,850
Sanitary District of 1995 12/01/1995 0140172015 5.000-5.250 3435
Sanitary District of 2003 A Refunding 07/09/2003 01/01/2018 4.500-5.500 10,399
Sanitary District of 2007 C Refunding 117082007 0140172018 5.000 28,570
Sanitary District of 2007 D Refunding 18/08/2007 01/01/2013 0.000 1,172
Total Sanitary District Bonds 64,426
Public Safety Corren Systems &
Computer Facitities District Bonds, Series 1999 A 08/01/1999 01/01/2010 5.000—15.200 4,295
Public Safety Commn Systems &
Computer Facilities District Bonds, Series 2008 B 12/18/2008 01/15/2024 2.350-5.600 40,000
Total Public Safety Cormm System $ 44,205
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Finsal
Issue maturity
date date Interest OQutstanding
Flood Coentrol District Bonds:
Flood Control District of 1993 — 2nd 03/04/1993 01/01/2013 5.750-5.900% § 4,130
Flood Control District of 1995 12/01/1995 01/01/2015 5.000 - 5.250 1,205
Flood Control District Refunding Bonds, Series 2003 A 07/92003 01/01/2018 4.500 - 5.250 2,067
Flood Control District Refunding Bonds, Series 2007 A 11/08/2007 01/01/2018 5.000 5,660
Flood Control District Refunding Bonds, Series 2007 B ’ 11/08/2007 01/01/2013 0.000 233
Taotal Flood Control District Bonds 13,295
M etropolitan Thoroughfare District Bonds:
M etropolitan Thoroughfare District — 1993 — 2nd 03/04/1993 01/01/2013 5.750 - 5.900 15,895
M etropolitan Thoroughfare District Refunding, Series 20034 07/09/2003 01/01/2018 4.500 — 5,500 7,923
M etropolitan Thoroughfare District, Series 2003 A 07/09/2003 01/41/2018 4,500 — 5.500 2,260
M etropolitan Theroughfare District, Series 2007 A 1140820007 01/01/2018 5.000 21,770
M etropolitan Thoroughfare District, Series 2007 B 11/08/2007 01/01/2013 0.co0 893
Total M etropolitan Thoroughfare District Bonds 48,741
Park District Bends:
Park District of 1993 — 2nd 03/04/1993 (1/01/2013 3.750 - 3900 8,880
Park District of 1993 Refunding, Series 2003 A 47/09/2003 01/01/2018 4.500 - 5500 4,421
Park District Refunding Bonds, Series 2007 A 11/08/2007 01/01/2018 5400 12,160
Park District Refunding Bonds, Series 2007 B 11/08/2007 01/01/2013 0.000 499
Total Park District Bonds 25,960
Total general cbligation bonds recorded in governmental activities 315,441
Less: M atured bonds payable recorded in the debt service funds {23,363)

L 296,078

Alt principal and interest payments are due on January T and July 1 of the respective year. Accordingly, the City appropriates all payments due on Jannary 1 in the year before payment is
due and provides the amount in the Debt Service Funds. All serial bond principal and interest payments due January 1, 2009 have been recorded as matured bonds payable and matured
interest payable at December 31, 2008 within the fund financial statements.
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On December 18, 2008, the City of [ndianapolis issued Public Communications Systems and Computer Facilities District Bonds, Series 2008 B in the amount of $40,000 to the Indianapolis
Local Public Improvement Bond Bank, which issned its MECA General Obligation Bonds Series 2008 B, in the amount of $40,000. The net proceeds of the City’s bonds were used io pay
off the MECA Bond Anticipation Notes in the amount of $33,456, which were previously recorded as a fund Hability, and to finance upgrades to the public safcty and voice radio
communications systems which support all law enforcement, fire, and emergency medical services agencies within the City and County.

Annual debt service requirements to maturity for general obligation bonds are as follows:

Redevelopment
Year ending Civil City General Sanitary Flood Contrel
December 31 Principal Imterest Principal Interest Principal Interest Principal Interest

2009 3 5110 § 4402 % 6,585 § 87 % 5,19 $ 3222 % 1,087 % 664
2010 5325 4,193 6,595 ) 5467 2,940 1,155 605
2011 5,545 3,969 6,605 64 5,768 2,638 1211 541
2012 5,785 ENVE 6,615 50 6,067 2315 1,276 474
2013 6,045 1468 6,630 7 6,408 1971 1,351 401
2014 -2018 34,825 12,748 575 30 35,520 4,567 7,205 214
2019 - 2023 30,060 3238 - — - — — —
2024 - 2028 — — — — — — — —
92,695 35,745 33,605 344 64,426 17,653 13,295 3.5%9

Less deferred interest

on capital
appreciation bonds — — (3,576} — — — — -
3 92695 $ 35745 $ 30,026 $ 344 5 64,426 3 17653 § 13,295 § 3,59
Metropolitan
Thoroughfare Park MECA Fotal
Frincipal Intereat Principal Interest Principal Interest Principal Interest

2009 § 3821 § 2438 § 2,029 § 1,300 § 2,945 § 1234 § 26,783 13,347
2010 4,025 2,229 2,139 1,18% 4,235 1,863 28,941 13,095
2011 4235 2,010 2,257 1,071 2,085 1,751 27,706 12,044
2012 4465 1,773 2378 944 2,150 1,688 28,736 10,571
2013 4707 1.51% 2,510 808 22X 1,518 29.871 9,822
2014 - 2018 27488 3,608 14,647 1,920 12,630 6,546 132,910 30,333
2019 - 2023 — — - - 16,145 3,045 46,205 6,283
2024 - 2028 — — — — 1,865 51 1,865 51
48,741 13,577 25,960 7.232 44,295 17,796 323,017 95,946

Less deferred interest

on capital

appreciation bonds — — — — — — {3,574 —
b3 48,741 § 13577 § 25960 § 7232 % 44,295 § 17,796 § 319441 % 95546
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C. Tax Increment Revenue Bonds

These bonds are issued to provide funds for the construction and maintenance of the City’s infrastructure, such as streets, sewers, and sidewalks. These bonds will be repaid from amounts
levied against the property owners that will benefit by this construction.

Balance
Final maturity Effective December 31,
Issue dates dates interest rates 2008
Redevelopment District 1991:
Interest-bearing 04/01/1991 02/01/20 6.000 % 5 20,755
Capital appreciation 04/24/1991 02/01/14 7.100 - 7.250 14,435
Less discount (2,448}
11,987
Redevelopment District 1992 04/01/92 02/01/14 6.750 — 6.800 _ 76,230
Redevelopment District 1999 Series B:
Interest-bearing 07/15/99 02/01/11 4,700 - 5.000 3,695
Capital appreciation 08/12/99 02/01/29 5.650-5.820 241,640
Less discount (141,446)
100,194
Redevelopment District 2002 Series A 12/30/062 42/01/20 6,191 128,455
Redevelopment District 2002 Series B 12/19/02 02/01/29 3.900 - 5.000 29,365
Redevelopment District 2004 Series A 07/08/04 02/01/28 3.300 - 5.400 12,450
Redevelopment District 2004 Series A, Junior Subordinate 10/28/04 02/01/19 variable rate 1,353
Redevelopment District 2004 Series B 10/28/04 08/01/14 variable rate 9,185
Redevelopment District 2004 Series C 10/28/04 02/01/16 variable rate 17,600
Redevelopment District 2007 S¢rics A 12/13/07 02/01/21 4.000—4.125 9,000
Redevelopment District 2007 Series (Ameriplex) 12/28/07 02/31/23 6.200 5,200
Redevelopment District 2007 Series (Glendale) 05/10/07 02/01/27 5450 -6.210 5,250
Redevelopment District 2008 Series B 05/08/08 02/01/38 3.250 - 5.000 59,450
Total Tax Increment Revenue Bonds $ 490,169

All principal and interest payments are due on January 15 and July 15, February 1 and August 1 of the respective year. Accordingly, the City appropriates all payments due on January 15
and February 1 in the year before payment is due and provides the amount in the Debt Service Funds. All Tax Increment Bond principal and interest payments due January 15, 2009 have
been recorded as matured bonds payable and matured interest payable at December 31, 2008 in the fund financial statements.
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The City has previously issued its Redevelopment District Taxable Junior Subordinate Tax Increment Revenue Refinding Bonds, Series 2004 A and Series 2004 B in the amount of $14,600
and $13,985, respectively, to the Indianapolis Local Public Improvement Bond Bank, which issued its related Taxable Refunding Notes of 2004, Series A and Series B in the amount of
$14,600 and $13,985, respectively. Interest is variable and is calculated on an actual/360-day basis. Interest is adjusted at least quarterly each February 1, May 1, August 1, and
November 1, based upon the London InterBank Offering Rate Index ("LIBOR™) plus 110 basis points. The Indianapolis Local Public Improvement Bond Bank can select either the 30-day
LIBOR, 60-day LIBOR, or 90-day LIBOR prior to each interest period. On December 31, 2008, the interest rate on the Series A was 5.85% and was based on the 30-day LIBOR. The
interest tate on the Series 2004 B on Decerber 31, 2008 was 2.54% and was based on the 30-day LIBOR.

The City has previously issued its Redevelopment District Bonds, Series 2004 in the amount of $17,600 to the Indianapolis Local Public Improvement Bond Bank, which issued its related
Notes of 2004, Series C in the amount of $17,600. Interest is variable and is calculated on an actual/360-day basis. Interest is adjusted at least quarterly each February 1, May 1, August 1,
and November 1, based upon LIBOR plus 110 basis points. The Indianapolis Local Public Improvement Bond Bank can select either the 30-day LIBOR, 6(-day LIBOR, or 90-day LIBOR
prior to each interest period. On December 31, 2008, the interest rate on the Series C was 2.35% and was based on the 30-day LIBOR.

Under the Harding Street 1991 Series A Tax Increment Bond, if the distributions from the TIF portion of the bond were not sufficient to make payments on the note, Eli Lilly and Company
(“Lilly”) agreed to pay the City for the difference. The City is liable to repay this amount back to Lilly from any excess money earned from the ax increment portion of the bond. Once the
bond has matured, if there still remains an outstanding balance owed to Lilly, the City will repay the balance at this time with interest of the same rate as on the applicable bonds. As of
December 31, 2008, the City owes $9,352 to Lilly as reimbursement for these payments; additionally, $3,385 represents interest on this amount, and the entire amount of $12,737 has been
recorded as accounts payable in the statement of net assets and govemmental funds balance sheet,

On May 8, 2008, the City of Indianapolis issued Redevelopment District Bonds, Series 2008 B in the amount of $59,450 to the Indianapolis Local Public Improvement Bond Bank, which
issued its related 2008 Series A Bonds in the amount of $59,450. The proceeds of the bonds are being used by the City to fund the construction of certain public improvements to support
the new J.W. Marriott hotel in downtown Indianapolis and to fund interest through August 1, 2008 and closing costs. The bonds are repayable in principal amounts ranging from 3575 to
$1,955 with final maturity on February 1, 2038.

Various bond issues are considered to have been defeased and have been removed from the financial statements. At December 31, 2008, the total of outstanding principal balances on these
defeased bonds is $8,480.

Annual debt service requirements to maturity for the tax increment revenue bonds are as follows:

Year ending December 31 Principal Interest Total
2009 3 16,715 % 21,072 § 37,787
2010 18,555 19,848 18,403
2011 21,195 18,908 44,103
2012 23,895 17,795 41,690
2013 29,280 16,581 45,861
2014 - 2018 . 140,313 60,288 204,601
2019 -2023 161,870 23,816 185,686
2024 — 2028 164,870 15,858 180,728
2029 2033 41,405 6,589 47,994
2034 — 2038 15,965 2,064 18,02%
2030 -2031 —
634,063 202,819 836,882
Less deferred interest on capital appreciation bonds (143.8%4) — {143,894)
Total $ 420,169 5 202,819 b 692,988
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D. Derivatives

Objective of the Swaps: In order to protect against the potential of rising interest rates, the Indianapolis Local Public Improvement Bond Bank, on behalf of the City, entered six separate
pay-fixed, receive-variable interest rate swaps. These interest rate swaps are not recorded at fair value on the statement of net assets at December 31, 2008.

Terms, Fair Values, and Credit Risk: The terms, including the fair values and credit ratings of the outstanding swaps as of December 31, 2008, are as follows. The notional amounts of the
swaps match the principal amounts of the associated debt. The swap agreements contain scheduled reductions to outstanding notional amounts that are expected to approximately follow
scheduled or anticipated reductions in the associated "bonds and notes payable” category.

Swap - Counterparty credit
Notional Fixed rate termination rating

Associated bond/note issue amounts  Effective date paid Variable rate received Fair values date S&P/Moody's/Fitch
2002 Redevelopment District Series B (a) $ 64,228 02/01/2003 6.19% 68.32%0of SYLIBOR § (18,698)  02/01/2020 AA-[AaalAA-
2002 Redevelopment District Series B (b) 64,228  02/01/2003 6.19% 68.32% of 5Y LIBOR (18,698)  02/01/2020 AA-fAaafAA-
2004 A Redevelopment District Taxable Junior 14,600  04/23/2003 £27% 1 month LIBOR (1,129 02/01/2013 A/AL/A
Subordinate Tax Increment Refunding Bonds
2005 G-Waterworks 278,551 11/17/2005 3.51% 67% of 1 month LIBOR (71,274)  01/01/2035 AAA/Aa/NR
2005 G-Waterworks 108,754  11/17/2005 3.51% 67% of | month LIBOR (30,508)  01/01/2035 At/Aal/AA-
2005 H-Waterworks 47,810  12/772005 3.53% 67% of | month LIBOR (16,594)  01/01/2037 AAA/Aza/NR

) 578,171 3 (162,901)

Fair Value: Because interest rates declined, all swaps had a negative fair value as of December 31, 2008. The negative fair values may be countered by reductions in total interest payments
required under the variable-rate bonds, creating lower synthetic interest rates. Because the coupons on the City’s variable rate bonds adjust to changing interest rates, the bonds do not have
corresponding fair value increases.

Credit Risk: As of December 31, 2008, the City was not exposed to credit risk because the swaps had negative fair values. However, should interest rates change and the fair values of the
swaps become positive, the City would be exposed to credit risk in the amount of the derivatives’ fair value.

Although the City executes swap transactions with various counterparties, three swaps, approximately 65% of the notional amount of swaps outstanding, are held by one counterparty. That
counterparty is rated AA-/Aaa/AA-. The remaining swaps are held by three different counterparties.

Basis Risk: The City is exposed to basis risk on the swaps when the variable payment received is based on an index other than Securities Indusiry and Financial Markets Association
(“SIFMA™). As of December 31, 2008, the SIFMA rate was 0.9%, whereas the | month LIBOR was 0.4362% and 5 year LIBOR was 2.10%.

Termination Risk: The City or the counterparty may terminate any of the swaps if the other party fails to perform under the terms of the contract. If any of the swaps is terminated, the
associated variable rate bonds would no longer carry synthetic interest rates. Also, if at the time of the termination the swap has a negative fair value, the City would be liable to the
counterparty for a payment equal to the swap's fair value. As discussed in Note 23.F, the Waterworks intends to terminate the swap agreements related to the 2005 G and 2005 H bonds in
2009, At this time, a termination arnount equal to the negative fair value of the swaps will be paid.
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Market Access Risk: The City is exposed to market access risk on its interest rate swaps in the event that it will not be able to enter credit markets or in the event that the credit will become
more costly.

Rollover risk: The City is exposed to rellover risk on swaps that mature or may be terminated prior to the maturity of the associated debt, When these swaps terminate the City will not
realize the synthetic rate offered by the swaps on the underlying debt issues. The 2004 A Redevelopment (Notes) are exposed to termination risk since the swaps termination date precedes
the debt maturity date.

Swap Payments and Associated Debt: As of December 31, 2008, debt service requirements of the City’s outstanding variable rate debt and net swap payments, assuming current interest
rates remain the same, for their term are as follows:

Year ending Interest rate swaps,

Deceraber 31 Principal Interest net Total
2009 $ 130,085 $ 34,646 § 16,004 $ 180,735
2010 3,805 21915 11,187 36,907
2011 6,185 47,749 23,283 77,217
2012 5670 34,339 17,235 57,244
2013 5,890 33,975 15,015 54,880
2014-2018 9,385 156,782 74,748 240,915
2019-2023 11,040 128,135 64,764 203,939
2024-2028 93,596 95,673 46,107 235,376
2029-2033 195,845 59,752 46,107 301,704
2034-2037 116,670 11,979 15,878 144,527
Total b 578171 $ 624,945 § 330,328 § 1,533.444
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Revenue Bonds

The City also issues bonds where the City pledges income derived from the acquired or constructed assets to pay debt service. These bonds are issued through the Indianapolis Local Public
Improvement Bond Bank. Revenue bonds outstanding at year-end are as follows:

Balance
Final maturity Effective December 31,
Issue dates dates interest rates 2008
Governrnental activities:

Transportation Revenue—2001 Series A 05/30/01 07/01/10 5.000-5500% % 8,964
Indy Roads Revenue Bonds—2003 Series 11/25/03 01/01/19 3.000-5.000 15,930
Redevelopment District—2002 Series A 1172142 02/01/12 3.150-3.850 1,760
Facilities Revenue Bonds of 2006 02/16/06 01/15/21 4.000 - 5.000 15,595
Facilities Revenue Bonds of 2007 12/17/47 07/15/21 3.750-4,125 3,450
Stormwater District Revenue Bonds, Series 2006 A 03/21/06 0101726 4.000 - 5.000 43,430
Sanitary District Bonds—1998 Series A 12/30/98 01/01/19 3.500 15,105
Sanitary District Bonds—2000 Series A 06/30/00 01/01/21 3.500 21,249
Sanitary District Bonds—20(00 Series B 12/14/00 01/4N/10 4,750 5.000 860
Sanitary District Bonds—2001 Series A _ 08/23/n 01/31/23 4.000 33,324
Sanitary District Bonds—2002 Series B 08/30/02 01/01/24 4.000 34315
Sanitary District Bonds—2004 Series A 06/30/04 01/01/24 3.580 7,327
Sanitary District Bonds—2(004 Serics B 08/24/04 01401726 4.130 22,147
Sanitary District Bonds—2004 Series C 12/29/04 01/31/26 3.690 62,459
Sanitary District Bonds—2005 Series 12/29/05 0141727 2500 66,628
Sanitary District Bonds—2006 Series A v 06/30/06 01/01/28 3.080 30,635
Sanitary District Bonds—2006 Series B 12/15/06 01/41/28 2,900 34,750
Sanitary District Bonds—2007 Series A 03/06/07 01/01/27 3.000-5.000 33,160
Sanitary District Refunding Bonds—2007 Seties B 11/01/07 01/41/21 4,000 —4.750 7,363
Sanitary District Bonds—2007 Series E - 12/15/07 01/01/27 4.400 80,557
Enhanced Emergency System—2001 Series D 08/3041 07/01/11 5.000 4,665
Economic Development Bonds—2004 Sexies B 06/23/04 0401730 variable rate 9,800
Economic Development Bonds—2004 Series C 06/23/04 04/01/39 3.500-5.375 16,490

Total revenue bonds recorded in governmental activities 572,965
Less matured bonds payabe recorded in debt service finds (25,354}

$ ___ seell
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Balance
Final maturity Effective December 31,
Issue dates dates nterest rates 2008
Business-type activities:

‘Waterworks District, two issues 04/30/02 01701407 —01/01/35 4.150-5450% $ 35,125
Waterworks District, Series 2004 A 03/31/4 01/01/36 variable rate 50,000
Waterworks District, Series 2005 F 11/17/05 01/01735 3.500 - 5.000 70,210
Whaterworks District, Series 2005 G 11/17/05 01/01/29 variable rate 386,500
Waterworks District, Series 2005 H 12707105 01/01/37 vaniable rate 47,810
Waterworks District, Series 2006 A 03/07/06 01/01/22 5.500 77,830
Waterworks District, Series 2007 B 03/22/07 01/01/25 5.250 70,410
Waterworks District, Series 2007 L 1272707 01/01/38 3.750 - 5,250 106,000
Total Waterworks 843,885
Total revenue bonds recorded in business-type activities by 843,885

Governmental activities

All principal and interest payments are due on January | and July 1, January 15 and July 15, and April 1 and October 1 of the respective year. Accordingly, the City appropriates all
payments due on January 1 and Jannary 15 in the year before payment is due and provides the amount in the Debt Service Funds. Payments due in April and October will be appropriated in
the year due. All revenue bond principal and interest payments due January 1, 2009 and January 15, 2009 have been recorded as matured bonds payable and matured interest payable at
December 31, 2008.

On June 30, 2000, the City of Indianapolis issued Sanitary District Revenue Bonds of 2000, Series A, in the amount of $32,000 to the Indianapolis Local Public [mprovement Bond Bank,
which issued its related Series 2000 B Bonds in the amount of $32,000. The net proceeds are being used to fund seven Barrett Law Sewer Projects to eliminate many failing septic systems
and thus reduce waterways contaminated by septic system runoff. The project also includes two lift station projects, a manhole rehabilitation project, and four wastewater treatment plant
projects. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance low-cost water quality projects. The City
drew down $610 during 2008, and the outstanding balance of draws at December 31, 2008 was $21,249.

On August 23, 2001, the City of Indianapolis issned Sanitary District Revenue Bonds of 2001, Series A, in the amount of $42,420 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2001 Series E Bonds in the amount of $42,420. The proceeds are being used to fund several environmental studies and engineering projects and advanced
wastewater treatment plant projects, These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance low-cost water
quality projects. The City drew down $21 during 2008 and the outstanding balance of draws at December 31, 2008 was $33,324.

On August 30, 2002, the City of Indianapolis issued Sanitary District Revenue Bonds of 2002, Series B, in the amount of $41,000 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2002 D Bonds in the ameunt of $41,000. The net procesds were used to construct sewer works improvements at various locations, along with the purchase of
necessary appurtenance and equipment. These funds were borrowed and are paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance low-
cost water quality projects. The City made no draws in 2008 and the outstanding balance of draws at December 31, 2008 was $34,315.

On June 30, 2004, the City of Indianapolis issued Sanitary District Revenue Bonds of 2004, Series G, in the amount of $8,600 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2004 G in the amount of $8,600. The net proceeds were used to pay down the Sanitary District Bond Anticipation Note 2003 A in the amount of $8,600.
These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance Jow-cost water quality projects. The City made no
draws during 2008 and the outstanding balance of draws at December 3t, 2008 was $7,327.

63



CITY OF INDIANAPOLIS
Notes to Financial Statements
December 31, 2008
(In thousands)

On August 24, 2004, the City of Indianapolis issued Sanitary Districs Revenue Bonds of 2004, Series H, in the amount of $25,000 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2007 H Bonds in the amount of $25,000. The net proceeds were used to pay down Sanitary Commercial Paper 2002 in the amount of $7,367 and to construct
sewer works improvements at various locations, along with the purchase of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as
part of the State of Indiana Wastewater Loan Program to finance low-cost water quality projects. The City drew down $196 during 2008 and the outstanding balance of draws at
December 31, 2008 was $22,147.

On December 29, 2004, the City of Indianapolis issued Sanitary District Revenue Bonds of 2004, Series L, in the amount of $70,000 to the Indianapolis Local Public Improvement Bond
Bank, which issued its related Series 2004 I Bonds in the amount of $70,000. The net proceeds are being used to construct sewer works improvements at various locations, along with the
purchase of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program {o finance
low-cost water quality projects. The City drew down 36,483 during 2008 and the outstanding balance of draws at December 31, 2008 was $62,459.

On December 29, 2005, the City of Indianapolis issued Sanitary District Revenue Bonds of 20053, Series I, in the amount of $90,000 to the Indianapolis Local Public Improvement Bond
Bank, which issued its related Series 2005 I Bonds in the amount of $90,000. The net proceeds are being used to construct sewer work improvements at various locations, along with the
purchase of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance
low-cost water quality projects, The City drew down $13,908 during 2008 and the outstanding balance of draws at December 31, 2008 was $66,628.

On June 30, 2006, the City of Indisnapolis issued Sanitary District Revenue Bonds of 2006, Series A, in the amount of $36,300 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2007 E Bonds in the amount of $36,300. The net proceeds are being used to construct sewer works improvements at various locations, along with the purchase
of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance low-cost
water quality projects. The City drew down $6,967 during 2008 and the outstanding balance of draws at December 31, 2008 was $30,635.

On December 15, 2006, the City of Indianapolis issued Sanitary District Revenue Bonds of 2007, Series B, in the amount of $34,750 to the Indianapolis Local Public Improvement Bond
Bank, which issued its related Series 2007 F Bonds in the amount of $34,750. The net proceeds are being used to construct sewer works improvements at various locations, along with the
purchase of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance
low~caost water quality projects. The City made no draws during 2008 and the outstanding balance of draws at December 31, 2008 was $34,750.

On December 13, 2007, the City of Indianapolis issued Sanitary Disirict Revenue Bonds of 2007, Series E, in the amount of $80,557 to the Indianapolis Local Public Improvement Bond
Bank, which issued its related Series 2007 F Bonds in the amount of $80,557. The net proceeds are being used to construct sewer works improvements at various locations, along with the
purchase of necessary appurtenance and equipment. These funds are borrowed and peid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance
low-cost water quality projects. The City made no draws during 2008 and the outstanding balance of draws at December 31, 2008 was $80,557.

The variable rate Economic Development Revenue Bonds, Series 2004 B bear interest payable on each interest payment per annum established on the basis of a 365- or 366-day year and on
a weekly basis, The maximum will not exceed 12%. The rate effective at December 31, 2008 is 10%.

Various bond issues are considered to have been defeased and have been removed from the financial statements. At December 31, 2008, the total of outstanding principal balances on these
defeased bonds is $6,710.

Bustiness-type activities

Previously, the City issued Waterworks District Net Revenue Bonds, Series 2004 A, in the amount of $50,000 to the Indianapolis Local Public Improvement Bond Bank, which issued its
refated Series 2004 A Bonds in the amount of $50,000. The Waterworks District, Series 2004 A Bonds aré tax-exempt Auction Rate Certificates (“ARCs”). The ARCs mature between
July 1, 2035 and January 1, 2036. Interest on the ARCs ranged from 3.25% to 9.30% during 2008, and was payable either at each auction, which oceurs every 35 days as stipulated in the
related ARC agreement, or semianniually. The interest rates are reset via a “dutch auction.” Since March 2008, the auction process to establish these rates has failed, thus, the ARCs will
generally pay interest to the holder at a maximum rate as defined by the indenture. At Decernber 31, 2008, the Auction Rate is 4.563%.

Previously, the City issued Waterworks District Net Revenue Bonds, Series 2005 G and H, in the amount of $388,100 and $47,810, respectively. The Series 2005 G and 2005 H Bonds bear
interest at a Weekly Interest Rate to be determined in accordance with the remarketing agreement terms for the respective bonds. At no time will the bonds bear interest at a Weekly Interest
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Rate that is in excess of the lesser of 12% per annum and the maximum rate of interest permitted by applicable law. At December 31, 2008, the Weekly Interest Rate amount was 8.48% and
8.15%, respectively, for the 2005 G and 2005 H Bonds.

The Series 2005 G variable rate demand bends, outstanding amount of $387,305 at December 31, 2008, mature serially at various dates from January 1, 2009 to January 1, 2035, Tf)& bonds
are payable solely from the revenues and assets pledged to the payment thereof pursuant to the Bond Trust Indentures.

The bonds are subject to purchase on the demand of the holder at a price equal to principal plus accrued interest on seven days notice and delivery to the remarketing agent, JP Morgan, The
remarketing agent is authorized to use its best efforts to sell the repurchased bonds at a price equal to 100 percent of the principal amount by adjusting the interest rate.

The Indianapolis Local Public Improvement Bond Bank (“Bond Bank™), on behalf of the Waterworks, has entered into a Standby Bond Purchase Agreement (*SBPA”) with Depfa Bank ple
(“Depfa™) to buy any bonds that are “put” back by the remarketing agent. If the bonds are held by Depfa for a period of 6 months from the purchase date, the bonds convert to an installment
loan, payable over a ten-year period bearing an adjustable interest rate equal to the bank's rate per annum equal to (a) for the period from and including the Bank Purchase Date to and
including the ninetieth day thereatter, the Base Rate from time to time in effect and (b) for the peried from and including the date which is the ninety-first day immediately following the
related Bank Purchase Date and thereafter, the sum of the Base Rate from time to time in effect plus 1.5%. Basc Rate means, for any day, a rate per annum equal to the higher of (i) the Fed
Funds Rate plas 0.50% per annum, and (ii) the Prime Rate. The SBPA expires on December 7, 2017.

The Bond Bank is required to pay an annual fee of 13 basis points of the outstanding ptincipal amount of the bonds to the SBPA provider. In addition, the remarketing agent receives an
annual fee based on the outstanding principal amount of the bonds. These costs are charged through to the Waterworks.

The Series 2005 H variable rate demand bonds, outstanding in the amount of $47,810 at December 31, 2008, mature between July 1, 2036 and January 1, 2037, The bonds are payable
solely from the revenues and assets pledged to the payment thercof pursuant to the Bond Trust Indentures.

The bonds are subject to purchase on the demand of the holder at a price equal to principal plus accrued interest on seven days notice and delivery to the remarketing agent, JP Morgan. The
remarketing agent is authorized to use its best efforts to sell the repurchased bonds at a price equal to 100% of the principal amount by adjusting the interest rate.

The Bond Barik, on behalf of the Waterworks, has entered into a SBPA with Depfa to buy any bonds that are “put”™ back by the remarketing agent. If the bonds are held by Depfa for a period
of 6 months from the purchase date, the bonds convert to an installment loan, payable over a ten-year period bearing an adjustable interest rate equal to the bank's rate per annum equal to (a)
for the period from and including the Bank Purchase Date to and including the ninetieth day thereafier, the Base Rate from time to time in effect and (b) for the period from including the
date that is the ninety-first day immediately following the related Bank Purchase Date and thereafter, the sum of the Base Rate from time to time in effect plus 1.5%. Base Rate means, for
any day, a rate per annum equal to the higher of (i} the Fed Funds Rate plus 0.50% per annum, and (ii} the Prime Rate. The SBP'A expires on December 7, 2017,

The Bond Barnk is tequired to pay an annual fee of 58 basis points of the outstanding principal amount of the bonds to the SBPA provider. In addition, the remarketing agent receives an
antiwal fee based on the outstanding principal amount of the bonds. These costs are charged through to the Waterworks,

During 2008, due to credit rating downgrades of the Waterworks® bond insurer, MBIA, and standby bond purchaser, Depfa, and the volatility of the credit market, Waterworks experienced a
dramatic increase in interest rates and a series of “failed remarketings” of the bonds. When that occurred, the SBPA required Depfa to purchase the Series 2005 G and H bonds and hold
them as “bank bonds.” At December 31, 2008, Waterworks® variable rate demand bonds, in an aggregate amount of $434,300, are held as “bank bonds” by Depfa. On January 1, 2009, a
$14,056 accelerated mandatory redemption principal payment to Depfa became due, However, Depfa entered into forbearance agreements with the Bond Bank and agreed to forbear the
accelerated payment if Waterworks could redeem its variable rate demand bonds via issuance of refunding bonds by June 30, 2009. The Bond Bank, on behalf of the Waterworks, executed
a line of credit in January 2009 in order to fund a $14,056 reserve account required to be set up by Depfa as collateral for the principal payment forbearance amount.

The Waterworks® Series 2005 G and H bonds were not redeemed by June 30, 2009 and thus an additional accelerated mandatory redemption principal payment of $18,375 became due on
Tuly 1, 2009. Depfa agreed to forbear this accelerated principal payment, as well as the first accelerated principal amount of $14,056, if the Series 2005G and H bonds could be redeemed by
August 3, 2009. As a result of the January 1, 2009 and July 1, 2009 accelerated principal payments, Waterworks has recorded $32,431 of the Series 2005 G and H bonds within current
liabilities at December 31, 2008, as reflected in the accompanying statement of net assets.
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Waterworks issued a Bond Anticipation Note on June 26, 2009 in the amount of $35,000, the proceeds of which were used to repay the $14,056 line of credit and provide additional deposits
to the reserve account required to be set up by Depfa as collateral for the two principal forbearance amounts. The bond anticipation note matures September 30, 2009,

Ali of the Waterworks® revenue bonds include a bond covenant that it will maintain a schedule of rates, fees, and other charges so that the Gross Revenues, as defined in the bond
documents, in each fiscal year equals at least the sum of (a) the amount of Gross Revenues required to pay operation and maintenance expenses for such fiscal year; plus (b) the greater of (i)
1,10 times the debt service requirements for such fiscal year, or (ii) all amounts payable from the Gross Revenues, including, without limitation, debt service on any Waterworks senior
bonds, or subordinate bonds, funding of reserves for operation and maintenance expense, payments due in accordance with any hedge agreement, credit facility agreement or reserve account
credit facility, and any payments to be made (including finds to satisfy prior deficiencies) in any fund, account or subaccount of the Waterworks. At December 31, 2008, the Waterworks
did not meet this bond covenant coverage requirement. The bond documents indicated that the Waterworks must petition for a rate increase so that the covenant will be met in the following
fiscal year.

On February 24, 2009, Waterworks filed its Petition with the [URC for authority to increase its rates and charges for water utility service, for approval of a new schedule of rates and
charges, and for approval of a mechanism to annually implement rate changes based on the annual adjustment to the Waterworks® payments under the management agreement, as amended
with Veolia. Although Waterworks is ultimately secking approval of an increase in rates and charges on a permanent basis, Waterworks requested an immediate emergency increase on an
interim basis pursuant to Ind. Code § 8-1-2-113. Waterworks also requested a prehearing conference to establish a procedural schedule governing the balance of the issues in this Cause,
which includes permanent rates and charges and an annual adjustment mechanism for Waterworks’ rates implementing changes in payments to Veolia under the management agreement.

On June 30, 2009, the IURC issued an order for an emergency rate increase of 12.27% and pro forma annual revenue requirement for emergency purposes of $143,000. See additional
discussion in Note 23 regarding subsequent events.

Revenue bond debt service requirements to maturity are as follows:

Governmental activities Bissiness-type activities

Year ending ‘Waterworks Total

December 31 Principal Interest Principal Interest Principal Interest
2009 $ 30,054 & 22532 § 5310 § 54432 § 35364 § 76,964
2010 30,092 21,379 8,765 56,863 38,857 78,242
2011 27,814 20,177 10,175 56,396 37,989 76,573
2012 27,180 19,109 11,365 55,856 38,545 74,965
2013 27,728 18,077 12,425 55,228 40,153 73,305
2014 -2018 154,644 73,481 80,040 264,366 234,684 337847
2019-2023 167,515 41,037 119,695 237,144 287210 278,181
2024 -2028 82,923 13,914 172,745 193,133 255,668 207,047
20292033 14415 5450 216,180 120,139 230,595 125,589
2034 —2038 7.510 1,786 207,185 30,696 215,095 32,482
20392043 2,690 70 — — 2,690 70

$ 572,965 § 237012 § 843885 § 1124253 § 1416850 $ 1,361,265

In addition to the above principal amounts for Waterworks, an additional amount of $32,431 is recorded as a short-term revenue bonds payable in the Waterworks® statement of net assets
due to the accelerated amortization amounts due on the Series 2005G and H bonds as discussed above,
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A portion of the Series 2002 A bonds are considered to have been defeased and have been removed from the financial statements and in total have remaining outstanding principal balances
of $534,555 at December 31, 2008.

Pledged Revenues

The City has pledged specific revenue to secure the repayment of outstanding debt issues. The following table lists those revenues and the corresponding debt issue along with the purpose of
the debt, the amount of the pledge remaining, the term of the pledge commitment, the current fiscal year principal and interest on debt, and the amount of pledged revenue collected during

the current fiseal year,
Principal and Pledged
interest for fiscal revenues for fiseal Total principal
Revenue bond General parpose Term of Pledged year ended year ended and interest
Issne for debt commitment revenue December 31, 2008 December 31, 2008 remaining on debt

Infrastructure investment in various special faxing

Tax increment revenue districts Through 2038 Property tax increment $ 41,692 $ 51 N7 692,988
Constuction, reconstruction, and repair of road Wheel tax and stute

Transportation revenuw streets and sidewalks Through 2019 tremsportation distributions 6,718 13,432 25,988
Construct roads, sidewalks, and water and sewer
utilities in Martindale-Brightwood Ivdustrial Transfers from the

Redevelopment rovenus Development area Through 2012 cumuiative fands of the City 470 510 1,893
Improvements and repairs to various city and Rent charged back to City

Facilities revenue county-owned buildings Through 2021 and Coumty sgencies 1,79 1,593 25,083

Net revenues of the

Stormwater Improvements of stormrwater handling capabilities Through 2026 stormrwater system 3,051 3,051 68,237
Construction of additions and improvements to Net revenues of the sewer

Sanitary revenue the sewage works system Through 2028 gysiem 4077 64,257 604,630

Enhanced emergency telephone  Upgrade and improvements io the enhanced

system emergency telephone system (E-911) Through 2011 E-911 fees 1,696 1,643 5,081
Issued to provide financial incentives and
assistance to a private developer for the

Economic development construction of & downtown hotel Through 2038 Parking garage fees 1,958 2,060 74,420

" Purchase of and capital improvements to the Net revenues of the public
Waterworks public water utility Through 2038 water system 55,458 48,720 1,968,138
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G. Notes Payable

L.

10.

The City has outstanding notes payable refated to HUD Section 108 foan proceeds. The notes paysble, with an original amount of $6,000, were issued in 2000 and 2001. Under the
terms of the agreement, the City makes principal and interest payments on each February 1 and August 1, with the last payment being made on August 1, 2020. At December 31, 2008,
$3,600 was still outstanding.

On June 27, 2002, a loan for $175 was secured from Indiana Development Finance Authority through the Department of Metropolitan Development. The purpose was to assist in
financing the cost of assessment and remediation activities at a Brownfield site (as defined in IC 13-11-2-19.3) known as Riverside Plaza, located at 1426 W. 25th Street in
Indianapolis, Indiana. Up to twenty percent (20%) of the $175 loan may be forgiven if the project attains its Economic Development Goals timely. In 2004, $35 was forgiven. At
December 31, 2008, $53 was still outstanding,

On August 1, 2005, the Indianapolis Local Public Improvement Bond Bank issued Redevelopment District Limited Recourse Notes, Series 2005 A in the amount of $3,750 and Series
2005 B in the amount of $2,750 to purchase the City of Indianapolis Redevelopment District Limited Recourse Notes, Series 2005 A in the amount of $3,750 and Series 2005 B in the
amount of $2,750. The proceeds from the sale of the Series 2005 A Notes are being used to provide funds to develop Fall Creek Place Phase 4, which is bounded by the east side of
College Avenue, 22™ Street, Broadway Avenue and Fall Creek. There are expected to be 91 new homes, 34 new townhomes, and approximately 10 rehabs (which will be carried out
by King Park and Historic Landmarks), for a total of 125 new homes. Principal and interest will be paid from tax increment revenues collected in the Fall Creek/Citizens Consolidated
Housing Tax Increment (“HOTIF") area.

Series 2005 A and 2005 B interest is payable on each January 1, April 1, and July 1, and October 1, commencing on October 1, 2005. Principal is payable at maturity on August 10,
2010. The notes bear interest with respect to each Interest Period, from the Interest Payment Date to which interest has been paid, at a per annum rate of LIBOR Rate plus ninety-six
{96) basis points based on a 360-day year. As of December 31, 2008, the interest rate for Series 2005 A and B was 2.86%.

At December 31, 2008, the City had drawn down $3,185 and $2,750 on the Series 2005 A and 2005 B, respectively, and these amounts are outstanding at December 31, 2008.

On September 9, 2005, the Indianapolis Local Public Improvement Bond Bank issued Redevelopment District Limited Recourse Notes, Series 2005 C in the amount of $2,500 to
purchase the City of Indianapolis Redevelopment District Limited Recourse Notes, Series 2005 C in the amount of $2,500. The proceeds from the sale of the Series 2005 C Notes will
be used to provide finds to develop finance certain infrastructure improvement in serving or benefiting the Barrington Redevelopment Area and pay issuance costs. Principal and
interest will be paid from tax increment revenues collected in the Barrington HOTIF aflocation area. The notes bear interest at a per anmm rate of 3.85%. Interest is calcubated on the
basis of 360-day year and due February 1 and August 1 commencing on February 1, 2006. The outstanding balance at December 31, 2008 is $2,500, which will mature on August 1,
2010,

The Indianapolis Local Public Improvement Bond Bank issued $5,000 Limited Obligation Notes, Series 2006 C to purchase the City of Indianapolis Redevelopment District Limited
Recourse Notes, Seties 2007 C whose issuance is being undertaken to finance certain infrastructure improvements in serving, or benefiting the Near Eastside Redevelopment Area and
to provide funds for issuance costs. The notes are to be repaid from the proceeds of a fong-term bond to be issued before December 22, 2011, The outstanding balance at December 31,
2008 is $5,000.

On November 10, 2006, the City signed an agrement with the Indianapolis Local Public Improvement Bond Bank for an amount not o exceed $7,800. The proceeds from the notes are
ta be used to purchase vehicles and equipment for the City. The term for this agreement is 60 months, with the first principal payment due November 10, 2007. At December 31, 2008,
the balance owed was $5,234,

On November 16, 2007, the City signed an agreement with the Indianapolis Local Public Improvement Bond Bank for amounts not to exceed $920 and $1,440 for the purchase of
vehicles and equipment for the City. At December 31, 2008, nio draws have been made.

The City entered into an Interlocal Agreement with the Indianapolis Airport Authority (“LAA”) related to the construction of the Parallel Bridgeport Interceptor sewer. The agreement
provides that upon acceptance the City assumes ownership and that the City reimburse IAA for costs that exceed $1,640 over a four-year period ending December 31, 2009. The City
paid $868 in 2008 and the estimated remaining City obligation at December 31, 2008 was $914.

On September 25, 2007, the Indianapolis Local Public Improvement Bond Bank issued Redevelopment Note, Series 2007 E in the amount of $5,000. The proceeds from the note are to
be used for demolition of structures, excavation, and proper disposal of contaminated soils left when Erte] Menufacturing Company went out of business in 2003. Interest and principal
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H.

are payable at maturity on September 25, 2009. The note bears interest on the 30-Day LIBOR plus 2.14%, multiplied by 65% and set on the 25" day of each month beginning
September 25, 2007. At December 31, 2008, the City had drawn down $4,148 on the Series 2007 E and the outstanding balance was $4,148. The interest rate in effect at December 31,
2008 was 1.70%

11. In connection with the purchase of the Waterworks in 2002, the City assumed several notes payable. These notes are generally for the purchase of real estate and water rights and
mature in 2009. At December 31, 2008, a total of $218 was outstanding for these notes.

12. As aresult of the first amendment to the management agreement with Veolia signed in 2007, Waterworks agreed to repay some unanticipated expenses related to capital asset purchases
of Waterworks during the first five years, which were previously recorded as contributed capital by Waterworks. In 2007, a note payable was executed for $5,000 of which $1,667 was
paid in the 2008. At December 31, 2008, the outstanding balance on this note is $1,666. On June 30, 2008, the [URC’s emergency rate case order issued its ruling that the third and
final payment of $1,666 owed to Veolia under the first amendment to the management agreement should not be paid until the issuance of a final order determining whether this payment
is reasonable and in the public’s interest.

Annual amounts due on notes payable to maturity are as follows:

Busi type activities
Governnoental activities ‘Waterworks
2009 $ 7520 § [,114 $ 1,884 § —
2010 11,002 821 — —
2011 6,162 682 — —
2012 300 171 — —
2013 300 153 L — —
2014-2018 1,500 486 — —
2019-2020 &0} 59 — —
b3 27384 § 3486 § 1884 § —
Capital Leases Payable:
Governmental Activities

The City and Marion County jeintly lease their office building and parking lot from the Indianapolis-Marion County Building Authority (“Building Authority™), a related party, over a 50-
year term expiring in December 2012 (Note 14). The Building Authority is a separate municipal corporation whose purpose is to finance, acquire, construct, improve, renovate, equip,
operafe, maintain, and manage land, governmental buildings, and communication systems for governmental entities within Marion County. The Building Authority has no stockholders nor
equity holders, and all bond and note loan proceeds, rentals, and other revenues must be disbursed for specific purposes in accordance with provisions of Indiana Code 36.9-13 et. seq. and
several trust indentures and loan agreements executed for the security of the holders of the bonds and notes. The facilitics are financed through the issuance of general obligation debt. The
Building Authority enters into long-term lease agreements with the City and other government entitics, which provide for sufficient rent to service the debt and offset operating costs. All of
the leases contain lease renewals and purchase options. If these options are not exercised, the leases provide for the transfer, upon expiration of the lease, of ownership of the properties to
the lessees free and clear of all obligations of the lease. The governing Indiana statute with respect to each of the Building Authority’s leases provides that the government lessee(s) shall be
obligated to levy annually a tax sufficient to produce each year the necessary funds to pay the lease rentals to the Building Authority. These leases provide for sufficient rent to service the
debt and provide for operating costs. Marion County and the City will jointly obtain title to the building and parking lot in the future. The lease requires the City to make annual payments
equal to the Building Authority’s debt service requirements ($0 in 2008) plus the City’s share of building operating and maintenance costs (31,736 in 2008).
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L.

On June 30, 2008, the capital lease with the Building Authority for the central maintenance garage expired. The City obtained title to the garage at the end of the lease term. On July 1, 2008,
a maintenance operation agreement was signed, the maintenance operation agreement requires that the City make annual payments in an amount sufficient to cover costs of operation and
maintenance of the garage. At December 31, 2008, the City had paid $408 in maintenance operation costs.

Housing Agency

In 2002, the Housing Agency entered into an agreement with Energy Systems Group (*ESG”) for capital improvements to Housing Agency-owned properties to enhance energy efficiency
(“Energy Savings Project™) and to modernize certain of the Housing Agency’s properties (“Modemnization Project”). The agreement calls for both projects to be financed through two
separate lease purchase agreements with payments made semi-annually over a 12-year period. As of December 31, 2008, the lease purchase agreement on the Energy Savings Project had a
total lability balance of $999, As of December 31, 2008, the Housing Agency had executed the lease purchase agreement for the Modernization Project with a total liability balance of
$8,892. At December 31, 2008, the capitalized cost, net of related depreciation, of these two projects was $1,714.

The following is a schedule of future minimum lease payments and the net present value of these minimum lease payments for business-type activities as of December 31, 2008.

Business-type activities
Housi ne

2009 $ 227
2010 195
2011 195
2012 195
2013 195
20142016 194

1,201
Less amount representing interast 171
Present value of net minirmum lease payments $ 1,030

Unfurded Pension Obligations: As discussed in Note 17, the Police and Firefighters (City) Pension Plans are funded on a “pay-as-you-go” basis.

Postemployment Benefit Obligation: As discussed m Note 13, the City provides post-retirement healthcare benefits for Police and Firefighters. Civilian employees may continue
healthcare coverage but are required to contribute 100% of their annual premium.

Compensated Absences Payable: A long-term liahility for benefit and sick leave eammed but not paid of $26,266 at December 31, 2008 is recorded in the government-wide staternents.
Compensated absences are generally liquidated by the General Fund.

Settlements Payable: A settlement payable results from a 1991 consent decree, which indicated that the U.S. Environmental Protection Agency (“EPA™) placed the Northside Sanitary
Landfill on the National Priorities List. This landfill is located in Union Township, Boone County, approximately 5 miles north of Zionsville, Indiana. In the late 1980s, the EPA conducted
studies at the landfill due to the release or potential release of harmful hazardous substances and determined that remedial actions at the facility were necessary. This landfill is not owned by
the City; however, the City was named as a Settling Defendant (among many) in the Consent Decree. While not admitting responsibility, the Settling Defendants have agreed to settle the
claims in the lawsuit and participate in the cleanup of the facility. This amount of $906 is payable over the next 10 years.

Conduit Debt: From time to time, the City has issued Economic Development Revenue Bonds to provide financial assistance to private sector entities for the acquisition, rehabilitation, and
construction of industrial, commercial, and housing facilities and projects deemed to be in the public interest. The bonds are secured by the property financed. The City is not obligated in
any manner for repayment of the bonds. Accordingly, the bonds are not reported as liabilities in the accompanying financial statements.
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As of December 31, 2008, the City-County Council had approvéd 93 series of Economic Development Revenue Bonds for a total not to exceed $1,076,003. In 2008, of the not-to-exceed
amount of $95,020 that was approved by the City-County Council, bonds in the amount of $61,520 were issued. The aggregate principal amount outstanding on bonds issued prior to 2001
could not be determined. The aggregate principal amount outstanding at December 31, 2008 on bonds issued since 2001 is $249,349,

N. HUD Serviced Debt The Housing Agency has issued certain obligations related to development and modernization of low-rent housing units as long-term debt in the financial statements.
These obligations are payable by HUD and secured by annual contributions. The Housing Agency bonds represent the Agency’s portion of conselidated issues, which include other housing
authorities in the State of Indiana. HUD deposits an amount equal to the total maturities with the paying agent each year, and atlocates bond principal payments to each housing authority
based on its percentage of the totat issue.

The Housing Agency, with consultation with HUD, concluded that the obligations do not constitute a debt of the Housing Agency and, therefore, are not recorded in the financial statements.
The total bonds outstanding at December 31, 2008 were $1,058 and are considered a contingent obligation in that the Housing Agency could be liable should HUD fail or refuse to service
the debt.

11. Short-Term Debt Analysis

Tax Anticipation Warrants were issued on the taxes levied in 2007 and collected in 2008. The City-County Council authorizes the temporary borrowing pending the receipt of taxes levied and
repayment of toans on June 30 and December 31 of the year borrowed. This procedure assures the City of sufficient funds for operating expenses between the property tax distribution dates.
Because of the continued problems encountered with assessed valuations, final 2008 tax bills were not issued until June 12, 2009. Therefore, there are cutstanding balances as of December 31,
2008,

As of December 31, 2008, $9.678 was outstanding on the County Option Income Tax (“COIT™) Anticipation Notes issued in 2007, In 2007, the City loaned $9,678 of COIT Anticipation Note
proceeds to Marion County. In January 2009, Marion County repaid the outstanding COIT Anticipation Notes in full.

On December 18, 2008, MECA Bond Anticipation Notes of $33,456 were repaid with proceeds from the issuance of the Public Safety Communications Systems and Computer Facilities District
Bonds, Series 2008 B in the amount of $40,000.
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Balance Balance
January 1, December 31,
Tax anticipation warrants 2008 Issued Redeemed 2008
Consolidated County Generat $ 4,110 7,088 11,198 % —
Parks General 3,460 15,316 10,513 8,263
Redevelopment General 90 — 90 —
Solid Waste Collection General 5,178 22,107 15,518 11,767
Fire General 10,910 39,395 32201 18,104
Metropolitan Police General 9,815 34,347 27,145 17,017
Metropolitan Thoroughfare District Debt Service 990 2,612 1,227 2,375
Park District Debt Service 610 2,647 1,812 1,445
Redevelopment District Debt Service 1,601 511 2112 —
MECA Debt Service 1,172 2,354 2,920 606
Revenue Debt Service 9,538 17,662 27,200 —
City Cumulative Capital Development Capital Projects 3,051 12,706 8,094 7,663
$ 50,525 156,745 140,030 % 67,240
COIT anticipation notes
Consolidated County General $ 9,678 — — % 9,678
Metropolitan Police General 16,408 — 16,408 —
Fire General 9914 — 9,914 —
$ 36,000 — 26,322 % 9,678
MECA bond anticipation notes

MECA Capital Projects b3 33,456 — 33456 % —
b3 33,456 — 33456 % —
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13.

Fund Balance

Included in the City’s General Fund are financial activities of certain districts within the City. These districts generally involve the collection of fees and taxes for the purposes of the
district, and their use is limited to those purposes. The City tracks these activities by utilizing accounts within the General Fund. Below represents a breakdown of the components of the
General Fund balance by each account:

Reserved for
encumbrances Unreserved Total
Consolidated County $ 6,439 3% 21,499 § 27,938
Redevelopment 103 11,929 12,032
Solid Waste Collection 4,448 {(11,392) (6,944)
Solid Waste Disposal 2174 24,636 26,810
Sanitation 3,467 70,220 73,687
Transportation 10,013 {1,482) 8,531
Fire 51 {(17,756) (17,705)
Park 584 (4,314) 3,730
Metropolitan Police 484 {18,100 (17,616)
Storm Water Management 6,102 8,052 14,154
Total $ 33,865 $ 83292 § 117,157

Postemployment Benefits Other Than Pensfons

The cost of postemployment healthcare benefits, from an accrnal accounting perspective, similar to the cost of pension benefits, should bé associated with the periods in which the cost
occurs, rather than in the future year when it will be paid. The City follows the requirements of GASB Statement No. 45 Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions (“GASB Statement 45”). Thus, the City recognizes the cost of postemployment healthcare in the year the employee services are received,
reports the accumulated liability from prior years, and provides information useful in assessing potential demands on the City’s future cash flows. Recognition of the liability accumulated
from prior years will be amortized over 30 years, beginning in 2007.

Plan Description

The City maintains and provides postemployment medical care (“OPEB”) for retired employees through a single-employer defined benefit medical plan, which the City administers. The
plan provides medical benefits for eligible retirees, their spouses, and dependents though the City’s group health insurance plans, which cover both active and retired members.

Eligible retirees must meet the following criteria:
Civilian
1. at age 60 with at least 15 or more years of creditable service, or

2. if the member’s age in years plus the years of creditable service equal at least 85 and the member is at least 55 years of age.
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Police
1.  atleast 20 years of service, who are over the age of 50, and less than age 65 (contract period 1999-2002),
2. at least 20 years of service, who are over the age of 52, and less than age 65 (subsequent to 2002).
Firefighters
1. atleast 20 years of service, who are at least age 52 and less than age 65.

Benefit provisions are established through negotiations between the City and the union representing the City’s employees and are renegotiated each three-year bargaining period. The plan is
not accounted for as a trust fund, because an irevocable trust has not been established to account for the plan. The plan does not issue a separate financial report.

Funding Policy

Contribution reguirements are also negotiated between the City and union representatives. The City contributes 60% of the cost of current year premiums for eligible police and fire retired
plan members and their spouses. For fiscal year 2008, the City contributed $1,158 to the plan. Plan members receiving benefits contribute 40% of their premium costs. In fiscal year 2008,
total member contributions were $709, or .43% of total covered payroll. Civilian employees who are eligible for retivement may choose to continue their heatthcare coverage on the City's
insurance plan wntil the age of 65 but are required to contribute 100% of their annual premium costs. By providing retirees with access to the City’s healthcare plans based on the same rates
it charges to active employees, the City is in effect providing a subsidy to retirees. This implied subsidy exists because, on average, retiree healtheare costs are higher than active employes
healtheare costs. By the City not contributing anything toward this plan in advance, the City employs a pay-as-you-go financing method through paying the higher rate for active employees
each year.

Annual OPEB costs and Net OPEB Obligation

The City's annual OPEB cost is calculated based on the annual required contribution of the employer {“*ARC™), an amount actwarially determined in accordance with the parameters of
GASB Staternent 45. In accordance with GASB Statement No. 45, the City has elected to perform an actuarial valuation of the OPEB on a biennial basis. The last actuarial valuation
performed by the City was as of December 31, 2007. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover normal .cost each year and o amortize any
unfunded actuarial liabilities over a period not to exceed 30 years. The City’s annual OPEB cost for the current year and the related information are as follows at December 31, 2008.

Annwal required contribution b 14,121
Interest on net OPEB aobligation 528
Adjusted to annual required contribution {(510)
Annual OPEB cost (expense) 14,139
Contributions made 1,58
Increase in net OPEB obligation 12,981
Net OPEB obligation — beginning of vear 13,21¢
Net OPEB obligation — end of year b} 26,191
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D,

The City’s annual CPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPER obligation for 2008 and 2007 were as follows:

Percentage of
Anmual OPEB Employer OPEB cost Net OPEB
Fiscal year ended cost contributions contributed obligation
2008 $ 14,121 % 1,158 820% % 26,191
2007 14,121 911 6.45 13,210

Funded Status and Funding Progress
The funded status of the plan based on the last actnarial valuation, which was as of December 31, 2007 was as follows:

Actuarial accrued liability $ 137,738
Actuarial value of plan assets —
Unfunded actnarial accrved liability $ 137,738
Funded ratio %
Covered payroll $ 236,782
Unfunded actuarial accrued liability

as a percentage of coverd payroll 58.17%

The projection of fitture benefit payments for an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality, and the healthcare cost irend. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared with past expectations and new estimates are made about the future, The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements, presents multiyear trend information about whether the actuarial value of plan
assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan {the plan as understood by employer and plan members) and include the types of benefits provided
at the time of cach valuation and the historical pattem of sharing of benefit costs between the employer and plan members to that point. The methods and assumptions used include
techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial values of assets, consistent with the long-term perspective of the
calculations. Significant method and assumptions used for this fiscal year valuation were as follows:
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Actuarial valuation date December 31, 2007 *
Actuarial cost method Projected Unit Credit
Amoritzation method Closed
Remaining amortization period 28 years
Actuarial Assumptions:

Discount rate 4.00% effective annual raie

Projected salary increases 3.00%

Healthcare inflation rate 10% decreasing by 0.5% for the first 6 years

then by 0.25% for the next eight years reaching
an ultimate rate of 5.0%

* In accordance with GASB Statement 43, the City obtains actuariat valuations biennially. The next valuation will be completed as of December 31, 2009,

14. Joint Yenture

The Indianapolis-Marion County Building Authority (“Building Authority”) is a joint venture of Marion County and the City. See Note 10.H for further discnssion on the Building Authority. The
City’s share of the joint venture consists primarily of 42% of the City-County Building (determined by occupancy) and 100% of the Municipal Garage, Belmont Garage, Public Safety
Communications System, Public Safety Training Academy, and Public Safety Properties. The various portions of Building Authority facilities are leased to other units of government and private
parties. Marion County’s share of the joint venture consists primarily of 58% of the City-County Building {determined by occupancy) and 100% of the Marion County Jail and Jail II, Juvenile
Detention Center, and Sherifl™s Roll Call Site.

The Building Authority has various long-term debt obligations, which are secured by the rent payments received from the City and County. During 2008, the City paid approximately $4,119 in
rent. The amount of the Building Authority’s principal’s current portion and long-term debt portion at June 30, 2008 was $2,130 and $21,166, respectively. The amount of accumulated net
revenues retained in operation accounts at June 30, 2008 was $63,873, and the amount of accummuiated net revenues retained and used for building, site, and project costs and related debt service
was $57,315.

A copy of the separately issned financial statements of the Building Authority for the vear ended June 30, 2008, which is prepared on a basis other than U.S. generally accepted accounting
principles, is available upon request,

15. Contingent Liabilities and Commitments

A. Various lawsuits are pending against the City. In the opinion of the City’s Corporation Counsel, the aggregate potential loss on all cutstanding litigation was estimated to be $2,358. This
amount has been accrued for in the Internal Service Fund. This opinion concurs with the Indiana law limiting the liability of municipalities to $700 per person and $5,000 per occurrence.
Additionally, the City is a defendant in various lawsuits for which management has determined that there is a reasonable possibility of an adverse outcome. No accrual has been made in the
financial statements for these items, which approximate $230, as the loss is not both probable and estimable.

B. The City has received federal and state grants for specific purposes that are subject to review and audit by the grantor agencies. Such audits could lead to requests for reimbursement by the
grantor agency for expenditures disallowed under the terms of the grants.

C. Effective December 1, 2008, the City entered into a service agreement with the owner of a resource recovery facility that is in effect until December 31, 2018 with the option of extending
the agreement for two additional five year periods. The City has agreed to deliver a certain amount of “acceptable waste” each vear to the facility. The City pays a tipping fee of $0.027 per
ton for the first three years of the service agreement which escalates at 2.7% in years four through ten. The City also will reimburse the owner of the resource recovery facility for any taxes
levied by any governmental entity, other than income taxes, and the leased cost of the facility site. The owner of the resource recovery facility will revenue share 12.5% of its steam
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revenues, with a minimum guarantee of $2,500 and a maximum of $2,700 per year, also escalating in years one through ten. Included in the General Fund is $24,208 of accounts receivable,
which represents excess moneys from the surplus account that is utilized to account for differences in the guaranteed fee amounts.

The City has entered into operating agreements on a number of City-owned golf courses, which provide for termination payments to be made to the operator if the City cancels the
agreements prematurely. These payments are primarily to cover the costs for improvements made to the courses by the operators. The termination payment declines over the term of the
agreements, There are termination agreements on three courses: Eagle Creek, Smock, and Winding River. While the City has no intention to do so, if the agreements were terminated at
December 31, 2008, the total termination payments due would be $4,547.

The City has a new agreement with a contracter to provide the operation and maintenance of the Belmont and Southport advanced wastewater treatment facilities, the sewer and stormwater
collection systems, and Fagle Creek Dam. The new agreement had a Commencement Date of January 1, 2008, The contractor provides all personnel, supplies, materials, and other items
necessary to operate the advanced wastewater treatment facilities and the collection systems, In addition, the contractor is responsible for the routine, preventative, and corrective
maintenance of the facilities, The City retains responsibility for energy costs and certain chernical costs. The agreement specifies an annual base service fee to be paid to the contractor and
identifies incentive payments of up to 25% of the base service fee that may be earned anmually based on performance. In 2008, the base service fee is $28,310 and the potential incentive
payments are $7,077. Reconciliation of incentive payments will be completed in the first quarter of 2009. In addition, the City will provide at least $2,000 fo the contractor to perform
certain minor capital improvements.

The City entered into an agreement on March 21, 2002 with U.S, Filter Operating Services, Inc. (now Veolin) to operate and maintain the water utility. The 20-year contract provides the
City to pay an annual fixed fee and additional incentive payments. In 2008, the total amount paid to Veolia under the management agreement was $53,334, of which $9,777 was for
incentive payments. The annual fixed fee which is adjusted annually effective each January 1 will be adjusted by the “New Composite Price Index” (“NCPI”), which is defined as:
[(.51*Labor Index) + {. 10*Utilities Index) + (.06 * Chemical Index) + {.33*Consumer Price Index)]. The adjustment effective January 1, 2009 was 1.38%. On June 30, 2009, the IURC
ordered that the adjusiment be lowered to 0% effective January 1, 2009,

The City entered into a Consent Decree with the U,S, Department of Justice and the Indiana Department of Environmental Management, requiring implementation of a 20-year raw sewage
combined sewer overflow Long Term Control Plan and steps to address certain sanitary sewer overflows. The requirements in the Consent Decree are anticipated to cost about $1.8 billion in
total (current dollars) by 2025, The Consent Decree also contains stipulated penalties for certain violations, including certain sanitary sewer overflows, which will occur prior to ultimate
infrastructure replacements or cortections. The City entered into an agreement with a contractor to assist in the overall management of the initial phase of the proposed program. The total
amount of the contract for a 3-year period is $28,990. The total amount spent in 2008 for the contract was $5,053,

As indicated in Note 1.D, the Waterworks is rate-regulated by the IURC in connection with its purchase of the Waterworks. As of December 31, 2008, regulatory assets amounting to $1,020
have been recorded by Waterworks. There are no regulatory liabilities. Due to the unusual nature of this purchase transaction (municipality purchasing a privately owned entity), there is
little precedent as to the manner in which the TURC wil] treat deferved assets and liabilities that had been previously recorded by NiSource or the cost of acquiring the rights to operate the
system. Future rulings by the IURC could result in regulatory assets or liabilities being recorded by Waterworks.

The Waterworks is subject to pollution control and water quality control regulations, including those issued by the EPA, the Indiana Department of Environmental Management (“IDEM”),
the Indiana Water Pellution Control Board, and the Indiana Department of Natural Resources. From time to time, the Waterworks is involved in environmental matters and claims incidentat
to its business, and management of the City believes that the outcome of these matters will not have a material adverse effect, cither individually or in the aggregate.

Related Party Transactions

The legislative body of the City is the same in several respects as that of Marion County, and the position of the County Executive is the same as the Mayor of Indianapolis. The County provides
certain information and telephone services to the City, During the year, the City incurred approximately $12,155 in costs, of which approximately $1,719 is due to the County at
December 31, 2008 for these services. Tn 2008, the County paid $2,028 of E-911 dispatch fees to the City. At December 31, 2008, the County owed the City $691 for fuel charges and $395 for
court costs. In addition, the City and County both act in capacities of passthrough and subrecipient agents for federal and state grants. In 2007, the City loaned Marion County $9,678 in
anticipation of County Option Income Tax proceeds, as of December 31, 2008 the loan was still cutstanding. Subsequent to year-end, the loan was repaid in full.

The City and County purchase certain insurance policies, which cover risks of both entities. The City and County pay premiums associated with their own respective portions of the coverage.
The City provides certain administrative services to the County including purchasing, legal, and other general administration. The City funds such services through a county-wide tax levy. The
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County does not compensate the City for these services. Conversely, Marion County provides, at no compensation, criminal, ¢ivil, juvenile, and probate court services to all municipalities and
unincorporated areas in Marion County and administers the property tax administration and collection system for the same jurisdictions and the Marion County jail and lockup,

Pension Plans

In 2008, the City implemented GASB Staternent No. 30, Pension Disclosures — an Amendment of GASB Statemenis 25 and 27. This statement enhances the disclosure requirements of the defined
benefit pension plans, City employees are covered under one of the following defined benefit Public Employees’ Retirement Systems (PERS):

A. Plan Descriptions

1.

Police and Firefighters (PERF) Plan

Certain police and firefighters are covered by a statutory cost-sharing multiple-employer retirement system. This plan covers all police and firefighters hired after April 30, 1977 or
hired before May 1, 1997 who have elected to covert to this plan, and is administered by the Public Employees’ Retirement Fund of Indiana (“PERF").

State statute regutates the operations of the system, including benefits, vesting, and contributions. Employees covered may retire and receive full benefits upon attainment of age
52 and 20 years of service. An employee with 20 years of service may leave, but will not receive benefits until reaching age 50. The plan also provides for certain death and
disability benefits. The Public Employees® Retirement Fund of Indiana issues a publicly available financial report that includes financial statements and required supplementary
information for the City's Police and Firefighters (PERF) Plan and the All Other City Employees Plans. That report may be obtained by writing to Public Employees” Retirement
Fund, Harrison Building, Room 800, 143 West Market Street, Indianapolis, IN 46204,

Covered employees are required to contribute 6 percent of their compensation. The amount of the employer’s contribution is determined by PERF based on a valuation using the entry
age normal cost method. The rate of employer contribution is 21 percent of each employee’s annual compensation, The City’s contributions to the plan for the years ended
December 31, 2008, 2007, and 2006 were $24,818, $22,513, and $18,335, respectively, equal to the required contributions for the year.

Police and Firefighters (City) Plans

The City also maintains two single-employer retirement plans covering police and firefighters hired on or before April 30, 1977 and is acconnted for in a pension trust fund. No
separately prepared financial statements are available for the Police and Firefighters City Plans. Retirement benefits are available after 20 years of service. State statute grants
authority for these pension plans and sets the regulations covering benefits. Participants contribute 3% of base salary, defined as the salary of a first-class police officer or a first-class
firefighter in 2008. As these salaries increase year by year, benefits are divectly adjusted. After participant contributions and state pension relief amounts are projected, property taxes
and county optien income taxes are levied to provide funding for the anticipated benefit payments for the year budgeted, resulting in benefit payments funded on a “pay-as-you-go”
basis. No significant plan assets are accwmulated for the payment of future benefits, except as discussed below. During the 2008 State of Indiana Legislative Session, the State agreed
to pay the entire annual cost of future pension payments to the police officers and firefighters who are members of the pre-77 plan beginning in 2009 (see Note 23 for subsequent
events).

Indiana’s deferred retirement option plan {DROP) was enacted into law in 2002. This law provides that beginning on January [, 2003, an eligible employee may enter the DROP. The
DROP option is available to members of the employees of the police and firefighters (City) plans who have at least 20 years of creditable service and have achieved eligibility for
retirement. Those members who elect to participate will continue active employment, Those electing this provision continue to make contributions to the plan and must elect a
DROP retirement date not less than twelve (12) months and not more than thirty-six (36} months after the member’s DROP entry date. Furthermore, the member may not remain in
the DROP after the date the member reaches any mandatory retirement age that may apply and may make a DROP election only once in the member’s lifetime. Upon retirement, a
member will receive a DROP frozen benefit to be paid in a lump-sum distribution or in three (3} equal installments commencing on the member’s DROP retirement date.

All Other City Employees Plans

The City contributes to another plan administered by PERF for all other City employees, which is an agent multiple-employer retirement system that acts as a commeon investment
and administrative agent for state employees and employees of participating political subdivisions of the State of Indiana, in accordance with [ndiana Codes 5-10.2 and 5-10.3.
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Except for police and firefighters, all fulltime employees are eligible to participate in this plan. Benefits vest after 10 years of service. City employees who retire at or after age 63
with 10 years of credited service are entitled to an annual retirement, payable monthly for life. City employees who have reached 50 years of age and have 15 years of credited
service will qualify for early retirement with reduced benefits. Employees who are at least 55 years of age at retirement and have 30 years of creditable service receive a full pension
benefit. Any combination of age and years of service greater than 85 (for those older than 55) also qualifies the employee for full retirement benefit. PERF also provides for death
and disability benefits. These benefit provisions and all other requirements are established by state statute.

A contribution of 3% of each employee’s annual compensation is required, which is paid by the City. In addition, the City is required to contribute amounts necessary to fund this
plan, using the entry age normal cost method as specified by state statute. The City-financed pension benefits are classified as defined benefits, and the employee-financed pension
benefits are classified as defined contributions and depend on the amount contributed by the employee plus accumulated investment earnings.

All assets of the plan are held by and invested by PERF. Investments are mainly in obligations of the 1.8, government and federal agencies and in equity securities.

Effective January 1, 2007, the sheriff deputies from the Marvion County Shexsiff were merged with the former Indianapolis Police Department and formed the Indianapolis
Metropolitan Police Department, which is part of the City. The pension plan for the former Marion County Sheriff’s deputies who are now part of the Indianapolis Metropolitan
Police Depariment is funded by the County, and accordingly, the liability is held by Marion County in the Marion County Law Enforcement fund.

Actuarial Valuation and Net Pension Obligation

The following schedules are derived from the respective actuarial eports and City information for the four pension plans as of December 31, 2008 and, with regard to contributions for 2008,
based on the January I, 2008 actuarial report.

Census data for the four plans are as foliows:

Police and Police and All other
firefighters firefightfers City
{City) (3) (PERF) employees
Retirees and beneficiaries currently receiving benefits and terminated employees
not yet receiving benefits (2) 2073 308 234 (1Y
Current employees: :
Vested (2) 105 616 950
Nonvested (2} — 1,447 846
Total 105 2,063 1,796

{1) Number does not include retirees and beneficiaries currently receiving benefits since PERF pays those benefits from a separate plan.
{(2) Amounts presented are not in thousands.
(3) Census data not separately available for police and firefighters (City) plans.
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The significant actuarial assumptions used to determine the net pension obligation/asset are summarized below:

Police and firefighters Police and firefighters All other
(City) (PERF) City employees
Rate of return on present and future assets 6.00% 7.25% 7.25%
Infiation rate 4.00% for converted 2.75% 1.50%
and 2.75% for nonconverted
Salary increase 4.00% 4.00% *
4.00% for nonconverted and 2.75% 1.00%

Annual postretiremnent benefit increases following retirement

for 5 years

Asset valuation method

Amortization method
Amortization period

* Based on PERF experience 2000 — 2005.

2.75% for converted

N/A
level dollar
closed — 30 years

The calculation of the annual pension cost and net pension obligation/asset is as follows:

Actnarial valuation dafe

Annual required contribution

Interest on net pension obligation

Adjustroent to annual required contribution
Anmual penston cost

Contributions made

Decrease in net pension obligation
Cumulative pension obligation-beginning of year
Net pension obligation-end of year

smoothed basis
level dollar
closed — 30 years

75% of expected actuarial value
plus 25% of market value
level dollar

open — 30 years ~

Police (City) Firefighters (City) Total
Janary 1, 2008 January 1, 2008
3144 $ 23903 § 55,307
12,540 10,678 23,218
(15,821) {(13472) (29,293)
28,123 28,109 49232
28,268 26,304 54.662
(145) (3.285) (5430
208,998 177,970 386,968
208,853 § 172,685 § 381,538
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{In thousands})
All other
City employees

Actuarial valuation date Tme 30, 2008
Annual required contribution b 2,657
Interest on net pension obtigation —
Adjustment to annual required contribution —

Annual pension cost 2,667
Contributions made 2,850

Increase in net pension asset {223)
Net pension obligation-beginning of year 5

Net pension asset-end of year b ] {218}

Contribution Requirements and Contributions Made

Except for the Police and Firefighters (City) Plans, the funding policies of the PERS provide for actuarially determined periodic contributions at rates that, for individual employees, increase

gradually over time so that sufficient assets will be available to pay benefits when due. The Pelice and Firefighter (City), the Other City Employees Plan, and the Police and Firefighters
{PERF) Plan use the entry-age normal cost method to determine the contribution requirements.

Methods and assumptions
Period to amortize
Actuarial unfunded actuarial
Tunding method accrued lability
Police and Firefighters (City} Plan Entry Age Normal Cost 30
Police and Firefighters (PERF) Plan Entry Age Nonmal Cost 30
All Other City Employees Plan Entry Age Normal Cost 30

The Pension Trust Fund payments on behalf of benefits for City’s employees were recognized as revenues and expenditures during the period.

The present value of expected future funding to be received from the State of Indiana for pension relief contributions on the City plan for police and firefighters totaled $642,009 as of
January 1, 2008. In 2008, the State of Indiana contributed $33,705 of pension relief to the Police and Firefighters (City) Plans. :
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For the year ended December 31, 2008, the City’s total payroll for all employees consists of the following:

Police and Firefighters {City) Plans

Police and Firefighters (PERF) Plans

All Other City Civilian Employees Plan
Former M arion County Sheriff Deputies Plan

Noncovered employees

Total payrell

Trend Information

8

7,054
133,141
75,787
22,710
2,676

241,368

Trend information gives an indication of the progress made in aceumulating sufficient assets to pay henefits when due. Historical trend information for the Police and Firefighters {(PERF)
Plan showing PERF’s progress in accumulating sufficient assets to pay benefits when due is presented in PERF’s June 30, 2008 annual report.

Fiscal year ending

Police (City) Plan:
2008
2007
2006

Firefighters (City) Plan:
2008
2007
20006

All Other City Employees Plan:

2008
2007
2006

Cumulative
Annual Percentage net pensgion
pension of APC obligation
cost conftributed {asset)
28,123 1005 % % 208,853
28,940 87.9 208,998
28,767 83.6 205,504
21,109 125.0 172,685
22,830 108.9 177,970
24,394 95.2 180,002
2,667 108.0 (218)
2,779 81.7 5
3,003 66.0 (504)
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E. As separate financial statements are not issued for the individunal pension trust funds, the following are the financial statements for those funds:

ASSETS
Equity in pooled cash
Investments
Accrued interest receivable
Accounts receivable
Total assets
LIABILITIES
Accounts payable and other accrued liabilities
Total liabilities
NET ASSETS

Held in trust for pension benefits

Fiduciary Funds
Combining Ststement of Pension Trust Funds Net Assets
December 31, 2008
{in thousands)
Police Firefighters

Pension Pension Total
$ 297 % 123 420
95 40 135
3 — 3
12 — 12
407 163 570
407 163 370
407 163 570
$ — 3 — —
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Combining Statement of Changes in Fiduciary Net Assets
Police and Firefighters Pension Trust Funds
Year ended December 31, 2008

(In thousands)
Pension Trust Funds
Police Firefighters
Pension Pension Total
ADDITIONS
State of [ndiana pension subsidy received from the General Fund b 16,705 § 16,370 % 33,075
Interest income and other 129 120 249
16,834 16,420 33,324
Contributions:
Employer 10,328 2,513 13,341
Plan members 14 31 45
10,842 2,544 13,386
Total additions 27,676 19,034 46,710
DEDUCTIONS
Benefits 28,690 26,389 55,079
Total deductions 28,690 26,389 55,079
Change in plan net assets (1,014) (7,355} (8,369}
Net assets — beginning 1,014 7,355 %,269

Net assets - ending 3 — % — 5 —
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(In thousands)

18.

F. Funded Status

The funded status of the plans as of the most recent actuarial valuation date is as follows:

Actaarial Unfunded UAAL asa
Actaarial accrued (overfunded) percentage of
valae liability (AAL) AAL Funded Covered covered
Asset valuation date of assets entry age (UAAL) ratio payroll payroll
Police (City) Plan
1/1/2008 $ — $ 416,860 § 416,860 — % % 2,983 13,975 %
Firefighters (City) Plan
/172008 — 314,836 314,836 - 2,927 10,756
All Other City Employees {PERF) Plan*
7/1/2008 126,800 112,664 {14,136} 113 71,787 20

The projection of future benefit payments for an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of occurrence of events far into the future.
Examples jnclude assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared with past expectations and new estimates are made about the future. The schedule of funding
progress, presented as required supplementary information following the notes to the financial statements, presents multi-year trend information about whether the actuarial value of plan assets is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

Postretirement Benefits

In connection with the City’s purchase of the Waterworks, the City acquired an obligation for paying for postretirement healthcare and life insurance benefits (“Retiree Benefits™) for certain
employees and former employees of TWCR, now Veolia. The plan is administered by Veolia as it is a plan for their employees. As of January 1, 2008, there were 351 (not in thousands)
participants currently receiving Retiree Benefits,

Prior to the purchase of the Waterworks by the City, IURC approved a rate increase so that asscts could be accumulated over time to pay for the current and future costs of the Retiree Benefits.
As a condition of including Retiree Benefit costs in rates on an accrual basis, the IURC required TWCR to establish a grantor trust (“Trust”). Money received from rates to pay for Retiree
Benefits must be deposited into the Trust. The Trust must be disbursed to pay for the Retiree Benefits, and certain administrative expenses. The Trust is subject to the creditor’s of the City. In the
event that the Trust assets are no longer needed to pay for Retiree Benefits, the assets must be paidto ratepayers. At December 31, 2008, $9.213 is held in the Trust and included in restricted
assets in the accompanying statement of net assets of the Waterworks.
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The information that follows on the postretirement benefit plan was obtained from the actuarial valuation of the plan for the year ended December 31, 2008.

The following table sets foith the change in the plan’s accumulated postretirement benefit obligation (“APBO™) as of December 31, 2003:

Accurmulated postretirement benefit obligation at beginning of year 5 55,228
Servios cost 956
Interest cost 3,379
Benefits paid (2,355)
Actuarial loss 2,479
Accumulated postretirernent benefit obligation at end of year $ 59,687

As aresult of the First Amendment to the Management Agreement with Veolia, which was signed in 2007, Waterworks has assumed the postretizement liability for benefit payments made after
April 30, 2022 for those participants not eligible to retire as of December 31, 2004.

The change in the fair value of the plan’s assets for the year ended December 31, 2008 is as follows:

Fair value of plan assets at beginning of year b —
City contributions 2,355
Benefits paid (2,355)

Plan assets at fair value at end of year $ —

The reconciliation between the accumulated benefit obligation at the end of the year and the net amount recognized for the statement of net assets is as follows:

Accurnulated postretirerment benefit obligation (APBO) $ 50,687
Unrecognized transition obligation (3.022)
Unrecognized net loss (16,363)
Amount recognized as deferred charge — postretirement benefits {19,385)

Net amount recognized $ 40,302

A discount rate of 6.50% and a pre-Medicare medical trend rate of 9.00% declining to a long-term rate of 5.00% in 2017 were used to determine the APBO at December 31, 2008,

Net periodic postretirement benefit costs for the year ended December 31, 2008 include the following components:

Service cost 5 956
Interest cost 3,379
Anortization of transition obligation 756
Loss 642
5___ 513
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19.

Assumptions used in the determination of 2008 net petiodic postretirement benefits costs were as follows:

Discount rate : 6.50 %
Rate of increase in cotmpensati m levels 4.00
Assumed annual rate of increase in healthcare benefits 5.00
Assumed ultimate trend rate 5.00

The effect of a 1% increase in the assumed healthcare cost trend rates for each future year would increase the accumulated postretirement benefit obligation at December 31, 2008 by
approximately $9,152 and increase the aggregate of the service and interest cost components of plan costs by approximately $840 for the year ended December 31, 2008. Amounts disctosed

above could be changed significantly in the future by changes in healthcare costs, work demographics, interest rates, or plan changes.

interfund Traasactions and Balances

Funds are transferred from one fimd to support expenditures of other funds in accordance with authority established for the individual fund. The composition of interfund receivable and payable

balances as of December 31, 2008 is as follows:

Receivable fund Payable fund Amount
General Waterworks 3 283

S 283

Interfund transfers for the year ended December 31, 2008 consisted of the following:

Transfers in
Revemx: Nonmajor
General Debt Service governmentsl
Transfers out Fund Fund funds Total
General Fund b} — § 3268 % 24728 % 57414
Revenue Debt Service Fund sel — 7,904 8,465
Nonmajor governmental fimds 3,150 12,466 750 16,366
Total transfers out $ 3711 8§ 45152 & 33382 % 82,245

Interfund transfers were used to (1) move revenues from the fund that ordinance or budget requires to collect them to the fund that ordinance or budget requires to expend them or (2) use

unrestricted revenues collected in the general fund to finance capital improvements and other funds in accordance with budgetary authorization.
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20. Explanation of Certain Difference Between Governmental Fund Financial Statements and the Government-wide Financial Statements

Long-term liabilities applicable to the City’s governmental activities are not due and payable in the current period and, accordingly, are not reported as fund liabilities. Interest on long-term debt
is not accrued in governmental funds, but rather is recognized as an expenditure when due. All liabilities—both current and long-term—are reported in the statement of net assets.

Balances at December 31, 2008 were as follows:

Bonds and notes payable $ 1,409,959
Deferred premiums, net of discounts 10,698
Deferred amount from refunding (6,864)
Amounts reconded as matured bonds payable at December 31, 2008 (48,717}
Net pension obligation 381,538
Posternployment benefit obligation 26,191
Cormpensated absences 26,266
Settlements payable 906
Combined adjustment $ 1,799,977

Proceeds from issuance of debt is reported as financing sources in governmental funds and thus contribute to the change in fund balance. In the statement of net assets, however, issuing debt

increases long-term liabilities and does not affect the statement of activities. Similarly, repayment of principal is an expenditure in the governmental funds, but reduces the liability in the

statement of net assets,

Debt issued:
General obligation bonds $ 40,000
Tax increment bonds 59,450
Revenue bonds 28,185
Notes payable 2,039
Deferred premiums 1,648
Combined adjustment $ 131,322
Repayments:
Bond principal, including increase in matured bonds payable 3 74,917
Notes payable 3,894
Combined adjustment $ 78,811
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21. Deficit Fund Balances and Net Assets
Negative fund balances by fund are as follows:
December 31,
Deficit fund balances 2008
Debt Service Funds
Metropolitan Thoroughfare District $ (1,463)
Park District (502)
S__ @365
Capital Projects Funds
County Cumnmulative Capital Development $ (314)
$ (314)
Internal Service Funds
Workers' Compensation Self Insurance b3 {2,255)
$ {2,255)

22,

The deficit fund balance for the debt service funds are a Tesult of property tax receivable being 100% deferred due to receiving the revenue after 60 days subsequent to year-end, The defieit fund
balance for the capital projects fund is a result of the deiayed payment of 2008 property taxes the distribution of property tax receipts, which will not occur until August 2009. This has a direct
impact on the amount of intergovernmental revenues received from Marion County. The workers” compensation internal service fund negative fund balance will be covered by future charges to
City departments.

Discretely Presented Component Unit-Partners for Affordable Housing (PAH)

PAH is presented as a discrete component unit of the City. PAH funding primarily comes form capital grant funding and intergovernmental funding. The following items are significant
disclosures for PAH.

A. Prior Period Adjustment

See Nete 1.X for discussion on prior period adjustment for PAH.
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B. Cash and Investments

PAH follows the same investment policy and legal contractual provisions that govern the Housing Agency (See Note 3). A summary of cash deposits at December 31, 2008 is as follows:

Carrying
value
On deposit:
Insured by FDIC $ 496
Insured by Indiana Public
Depaosits Insurance Fund 298
Uninsured 92
b3 826

Restricted assets of $382 are included in the above balance. Restricted assets primarily consist of a developer fee account in the amount of $548, which is restricted until the related project is
completed. The remaining restricted assets totaling $34 relate to tenant security deposits and amounts restricted under regulator and operating agreements.

C. Capital Assets
A summary of PAH capital assets at December 31, 2008 follows:

Balance Balance
January 1, December 31,
2008 as restated (1} Additions Reductions 2008
Capital assets not being depreciated:
Land 5 839 § — % — % 839
Construction in progress 1,407 4,353 — 3,760
Total capital assets not being depreciated 2246 4,353 — 6,599
Capital assets being depreciated:
Buildings 7419 3,597 6 11,010
Equipment 41 83 — 124
Total capital assets being depreciated 7,460 3,680 6 1,134
Less accumulated depreciation:
Buildings 2,209 350 6 2,553
Equipment 41 — — 41
Total accumutated depreciation 2,250 350 6 2,594
Total capital assets being depreciated, net 5,210 3,330 — 8,540
Total Partners for Affordable Housing $ 7456 % 7683 § — 3 15,139

{1} See Note 1.X for discussion of prior period adjustment for PAH.

PAH follows the same capitalization levels and depreciation lives as the Housing Agency.
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D. Long-Term Liabilities
Balance . Balance Due
January 1, December 31, within
2008 Additions Reductions 2008 oOne year
Loans payable — 6,125 — 6,125 1,066
Total ¥ — % 6,125 % — 6,125 % 1,066

23,

S @R I e @  ———

Loans payable consist of two loans issued January 15, 2008 to THA Housing Partners II, L.P. A construction loan in the original amount of $3,494, of which $1,066 has been drawn, bears
interest at 5.0% per annum and is presented as a current liability in the anticipation of conversion occurring in 2009. A second mortgage in the original amount of $5,067, of which $5,059 has
been drawn, bears interest at 4.9% per annum, and matures on December 31, 2055,

Subsequent Events
A. Credit Market Conditions

Recent market conditions have resulted in an unusually high degree of volatility and increased the risk associated with certain investments held by the City, which could impact the value of
investments after the date of these financial statements.

B. Waterworks Rate Increase

On February 19, 2009, the Waterworks Board of Directors passed Resolution 5, 2009 authorizing the Waterworks to file an emergency rate petition with the IURC. The [URC issued an order
on June 30, 2009 approving an emergency increase in rates of 12.27%. Simultaneous with the emergency rate petition, the Waterworks stated its intent to seek a general rate increase later in
2009 as well, The amount of the general rate increase has not been determined at this time.

C. Police and Firefighters (City) Pension Plan

During the 2008 State of Indiana Legislative Session, the State agreed to pay, the entire annual cost of future pension payments to the police officers and firefighters who are members of the
pre-77 plan and whose pension expense is recorded by the City in the police and fire pension trusts beginning in 2009. The City will continue to pay the retirees; the State will reimburse the
City. The State currently pays approximately half of the cost of the pensions. The City will be required to reduce property tax levy in an amount equal to the increase in the contribution by the
State.

D. Perry Township Fire Merger

In 2009, the City-County Council approved the consolidation of the Perry Township Fire Department into the Indianapolis Fire Departruent (“TFIY”), effective Angust 1, 2009. The purpose of
the consolidation is to enhance fire protection services.

E. Bond Issuances

On July 6, 2009, the City of Indianapolis issued Sanitary District Revenue Bonds of 2009, Series A, in the amount of $32,050 to the Indianapolis Local Public Improvement Bond Bank,
which issued its related Series 2009 E Bonds in the amount of $32,050. The net proceeds are being used to construct sewer work improvements at various locations, along with the purchase
of necessary appurtenance and equipment. These funds are borrowed and paid back through the State of Indiana as part of the State of Indiana Wastewater Loan Program to finance low-cost
water quality projects. The bonds are payable in principal amounts ranging from $105 to $2,055 with final maturity on January 1, 2030,
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The Waterworks issued a bond anticipation note on June 26, 2009 in the amount of $35,000, the proceeds of which were used to provide deposits to the reserve account required to be set up
in connection with the 2005 G and H variable rate demand bonds. The bond anticipation note matures on September 30, 2009. Sec Note 10.E for further discussion.

. Waterworks Bond Issuance Authorization

In 2009, the Waterworks board of directors and the City-County Council authorized the issnance of refunding bonds in an amount not to exceed $650,000. The proceeds of these bonds, when
issued, are anticipated to refund the Waterworks District, Series 2005 G Bonds, the Waterworks District, Series 2005 H Bonds, and the Waterworks District, Series 2004 A Bonds in their
entirety. The proceeds will also be used to pay amounts associated with the early termination of related interest rate swaps. See further discussion in Notes 10.D and 10.E. As of the date of
the issuance of these financial statements, the bonds have not been issued.
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CITY OF INDIANAPOLIS
General Fund

Schedule of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual — Budgetary Basis (Required Supplementary Information)

Year ended December 31, 2008

(In thousands)
Varianee with
final budget —
posgitive
Original budget Final bndget Actual (negative)
Revetues:
Taxes $ 317,620 § 308805 % 232202 § (76,603)
Licenses and permits 11,747 11,748 15,928 4,180
Charges for services 135,920 158,732 137,251 (21,481)
Intergovernmental revenies 52,090 55,707 46,166 (9,541)
Traffic violations and coutt fees 4,174 4,459 8,560 5,101
Intragovernmental revenues 3,003 3,003 2,162 {841)
Interest and other operating revenues : 13,213 14,574 7,460 {7,114)
“Total revenues 537,767 557,028 430,729 (106,299)
Expenditures:
Current:
General government 25,116 25,118 20,354 4,764
Public safety 256,529 257,588 256,050 1,538
Public works 128,059 134,801 133,581 1,220
Health and welfare 3,735 3,734 3,255 479
Cultural and recreation 27577 27,501 27,464 37
Urban redevelopment and housing 7,307 " 7,305 6,824 481
Econcmic development and assistance 1,468 1,470 1,470 —_
Capital outlays 33,804 44,570 37,998 6,572
Totzl expenditures . 483,685 502,087 436,956 15,091
Excess (deficiency) of revenues over {under) expenditures 54,082 54,941 (36,267) (91,208}
Other financing sources {uses):
Sale and lease of property 843 250 375 125
Transfers in {out} {33,557) {38,488) (50,441) {11,953)
Total other financing sources {uses} {32,714) {38,238) {50,066) (11,828)
Revenues over (under) expenditures and other financing sources (uses} 21,368 16,703 {86,333) (103,036)
Unreserved fund balance at beginning of year ' 117,882 181,708 107,353 5,645
Cancellation of purchase orders and other {16,972) {14,740) 130,828 113,568
Unreserved fund balance at end of year 3 122278 § 143,671 3§ 121,848 % 18,177

See notes to required supplementary information.
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CITY OF INDIANAPOLIS

Federal Grants Special Revenue Fund

Schedule of Revenues, Expenditures, and Changes in Fund Balance

Budget and Actual — Budgetary Basis (Required Supplementary Information)

Year ended December 31, 2008
(In thousands)
Variance with
final budget —
positive
Original budget Final budget Actual (negative)
Revenues:
Intergovernmental revenues b3 34337 § 33062 § 17,300 § {15,762)
Traffic violations and court fees — 20 1,224 1,204
Interest and other operating revenues 20 520 154 (366)
Total revenues 34,357 33,602 18,678 {14,924)
Expenditures:
Current:
General government 383 383 ki) —
Public safety 7,763 7510 6,340 1,161
Public works 793 794 567 227
Heaith and welfare 1,831 1,633 1,595 38
Cultura] and recreation 1,284 1,283 982 301
Urban redevelopment and housing 21,580 21,580 19,255 2,325
Economic developtnent and assistance 548 360 386 (26}
Capital outlays 3,142 3,156 2471 685
Total expenditures 37,324 36,699 31,988 4,711
Excess (deficiency} of revenues over (under} expenditures {2,967) (3,097) {13,310} {10,213)
Revenues over (under) expenditures and other financing sources and (uses) (2,967) {3,097) {13,310) {10,213)
Unreserved fund balance at beginning of year — — — —
Cancellation of purchase orders and other 2,967 3,097 13,310 10,213
Unreserved fund balance at end of year 5 — % — % — § —

—_———————

See notes to required supplementary information.




CITY OF INDIANAPOLIS
Required Pension Supplementary Information

Schedules of Funding Progress
(Tn thousands)
Actuarial Unfunded TAALasa
Actuarial accrued (overfunded) percentage of
value liability (AAL) AAL Funded Covered covered
Asset valunation date of assets entry age (UAAL} ratio payroll payroll

Police (City) Plan

1/1/2008 3 — $ 416,860 5 416,860 — % $ 2,983 13,975

1/1/2007 —_ 418,288 418,288 — 6,502 6,433

1/1/2006 — 416,473 416,473 — 6,918 6,020

1/1/2005 — 410,996 410,996 — 7,891 5,208

1/1/2004 — 422,051 422,051 — 8,540 4,942

1/1/2003 — 411376 411,376 — 11,348 3,625
Firefighters (City) Plan

1/1/2008 — 314,836 314,836 — 2,927 10,756

1/1/2007 —_— 333,998 333,998 — 4,644 7,192

1/1/2006 — 352,202 352,202 — 6,115 5,760

1/1/2005 — 365,792 365,792 — 9,019 4,056

1/1/2004 —_ 375,302 375,302 — 9,650 3,889

1/1/2003 — 351,702 351,702 — 11,442 3,074
All Other City Employees (PERF) Plan* .

F1/2008 126,800 112,664 (14,136) 113 71,787 20

L2007 120,125 102,008 (18,117) 118 68,937 26

FL2006 109,666 94,284 (15,382) 116 69,242 22

* Information required for only most recent actuarial valuation and the two preceding valuations

See notes to required supplementary information.

%
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Required Pension Supplementary Information

Schedules of Employer Contributions

{In thousands)
Police and Firefighters (PERF)
Annual
required Percentage
Plan year ended 6/30 contribution coenfributed
2008 3 24,818 100 %
2007 22,513 100
2006 18,335 100
2005 17,442 100
2004 15,980 100
2003 15,238 100
Police (City)
Annual
. required Percentage
Plan year ended December 31 contribution contributed
2008 $ 31,403 91 %
2007 31,939 80
2006 31,494 76
2005 31,009 77
2004 50,257 45
2003 47,138 54

See notes to required supplementary information,

All Other City Employees (PERF)
Aanusl
required Percentage
contribution contributed
2,667 108 %
2,774 82
2,988 66
2,228 76
1,183 66
2,306 30
Firefighters (City)
Annual
required Percentage
confribution contributed
23,903 110 %
25,547 98
26,823 87
28,175 74
45226 43
40,661 56
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CITY OF INDIANAPOLIS

Required Postemployment Benefit Obligation Supplementary Information

Schedule of Funding Progress

(In thousands)
Unfunded
Actuartal Aceruoed VAL asa
Actuartal Value of Accrued Liability Funded Covered Percentage of

Valuation Assets Liahility (UAL) . Ratio Payroll Covered Payroll

Date (a) &) (b-a) (a/b) ) ((b-a)/c)
12/31/2007 * 137,738 % 137,738 — 236,782 58.17
12/31/2007 137,738 137,738 — 229,247 60.08

* In accordance with GASB Statement No. 45, the City has an actuarial vatuation completed biennially.

See notes to required supplementary information.

%
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CITY OF INDIANAPOLIS
Notes to Required Supplementary Information
December 31, 2008
(In thousands)

1.

Budgets and Budgetary Accounting

A}

B)

The City is required by state statute and Council ordinance to adopt annual bedgets for all subfunds of the General Fund; all Special Revenue Funds except the Cable Franchise PEG
Grants Fund; all Debt Service Funds; the City Cumulative Capital Development and the County Cumnulative Capital Development Capital Projects Funds, and the Police Pension and
Firefighters Pension Trust Funds to the object level of control. These budgets require City-County Council approval and are prepared for each departmental division and approved at
the five object levels of expenditure (personal services, supplics, other services and charges, capital outlay, and internal charges). In addition, contral is achieved for other capital
projects funds by the original bond resolutions that are required by state statute to be approved by the City-County Council for all bond issues for taxing units within the conselidated
City, These originating bond resolutions serve as the basis for the appropriations for capital projects. These appropriations do not lapse at year-end. All other City sources of finance
for capital projects are required to be appropriated within the providing City budgetary fund. Control over spending from funds, which are not subject 1o the City-County Council
appropriation process, is accomplished by the requirement that all disbursements of such funds be made only to a budgeted fund.

The City-County Council may amend appropriations by teansferting unencumbered appropriations from one object to another within the same fund, and may also make additional
appropriations to the extent of unappropriated fund balances. Transfers of appropriations from one line item to another within the object level of control may be approved by City
management. During the year, for the General Fund and the Federal Grants Special Revenue Fund, the following supplementaty appropriations were properly approved:

Federal Grants

Special
(General Revenue
Fund Fund
Original appropriations $ 483,685 % 37,324
Revigions 18,402 {625)
Revised appropriations $ 502,087 % 36,699

The budget information disclosed includes the budget ordinances as amended. Internal charges are recorded as expenditures in one fund and negative expenditures in the receiving
fund. Budgeted disbursements may exceed estimated revenues as appropriations contemplate the ntilization of beginning fund balances. Except for Capital Projects Funds {excluding
Cumulative Capital Development Funds) and certain Special Revenue Funds, unencumbered appropriations lapse with the expiration of the budgetary period. All budgets are
prepared on the cash basis of accounting.

The City’s procedures in establishing the budget are as follows:

1) Prior to July |, the Depariment Directors, in conjunction with the Mayor’s staff and the City Controller, develop budgets for the subsequent calendar year for the individual
divisions within their respective departments.

2) In July, the City Controller prepares the budget ordinances, which are introduced by the Mayor to the City-County Council at the first August Council meeting. In devetoping
these budgets, the City Controller adds the June 30 cash and investment balances to estimated revenues to be received and expenditures to be incurred July 1 through
December 31 in atriving at & December 31 “projected budgetary fund balance.” The projected budgetary fund balance and estimated revenues for the ensuing year are reduced by
that year’s budgeted expenditures in developing the amount to be funded from ad valorem property taxes, to the extent of the maximum levy. By using this procedure, any actnal
results favorable or unfavorable to those estimated for any year are incorporated into the subsequent year’s budget,

3) The Council assigns the introduced budgets to the appropriate Council Committees. In August and September, each Council Committee holds public hearings on the budget of the
department or division for which it is responsible. '
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4} Before Council budget ordinances are approved by the Council, they are advertised by the Controller twice in a local newspaper prior to the last Council meeting in September.
The Council may not pass a budget above the level advertised. The Mayor may veto separate items of an approved bundget ordinance, but the Council may override a veto by a
two-thirds vote.

5) The Indiana Department of Local Government Finance makes the final review of the budget. It can revise, reduce, or restore on appeal budgets, levies, and tax rates removed by
the City-County Council. Except for Debt Service Funds, the Indiana Department of Local Government Finance may not increase a budget, fevy, or tax rate above the level
originally advertised. If the budgets seek to exceed the tax limits of the state control laws, an excess levy may be granted if the excess levy meets state law requirements, and is
approved by the Indiana Department of Local Government Finance. The Indiana Department of Local Government Finance is required to certify the budgets, levies, and rates by
January 15.

6) The City’s maximum permissible annual ad valorem property tax levy is restricted by Indiana law, with certain adjustments and exceptions, to the prior year's maximum
permissible ad valorem property tax levy adjusted by the average growth factor in non-farm income in the State of Indiana.

€) Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditures of monies are recorded in order to reserve that portion of the applicable
appropriation, is employed as an extension of formal budgetary integration in the General Fund, Special Revenue Funds, Debt Service Funds, Capital Projects Funds, and Pension
Trust Funds. Encumbrances do not lapse with the expiration of the budget period. Encumbrances to be financed from future revenues other than approved grant revenues are recorded
in their entirety as a reservation of fund balance since they do not constitute expenditures.

D)} In 2008, the City exceeded the appropriation for the Revenue Debt Service Fund by $5,957. This was due to the early payoff of one bond and additional principal payments that were
made in accordance with the bond provisions.

2. Budget/GAAP Reporting Differences

Adjustments necessary to convert the results of 2008 operations from a budgetary basis to a GAAP basis are as follows:

Federal Grants
General Special Revenue
Fund Fund

Revenues over (under) expenditures and other ﬁnancmg—

sources and (uses) (budgetary basis} L3 (86,333} § (13,310)
Adjustments:

Accrued revenues 159,215 7,763

Accrued expenditures (76,556) 604

Nonbudgeted activity (net) —_ 436

Transfers, net {3,262) —

Encumbrances 31,272 11,462

Expenditures from prior year encumbrances (23,771) {6,897)
Net change in fund balances {GAAP basis) 5 563 $ 58
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3. Copy of Pension Plan’s Report

The Public Employees’ Retirement Fund of Indiana (“PERF”) issues a publicly available financial report that includes financial statements and required supplementary information for the
City’s Police and Firefighters (PERF) Plan and the All Other City Employees Plans. That report may be obtained by writing to Public Employees® Retirement Fund, Harrison Building, Room

800, 143 West Market Street, Indianapotis, IN 46204.
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Combining Balance Sheet — Nonmajor Governmental Funds by Fund Type

ASSETS

Equity in pooled cash

Cash and investments with fiscal agents
Investments

Accrued interest receivable

Property taxes receivable

Accounts receivable

Dme from federal and state governments

Total assets

LIABILITIES AND FUND BALANCES

Liabilities:

Matured bonds payable

Matured interest payable

Accounts payable and other accrued liabilities

Accrued payroll and payroll taxes

Tax anticipation warrants

Deferred revenue

Total liabilities

Fund balances:
Reserved for encumbrances
Reserved for debt service
Unreserved

Total ﬁmd balances
Total labilities and fund balances

See accompanying independent auditors' report.

CITY OF INDIANAFOLIS

December 31, 2008
(In thousands)
Nonmajor Nonmajor Nonmajor Nonmajor Total Nonmajor
Special Debt Capital Permanent Governmental
Revenue Service Projects Fund Funds
2,166 40,974 30,960 % - 74,100
— 4,391 47,008 377 51,776
697 13,160 9,949 — 23,806
5 58 59 — 122
—_ 7,967 7,791 — 15,758
134 735 237 — 1,106
297 — — — 297
3,299 67,285 96,004 377 166,965
— 26,093 — — 26,093
— 8,333 — — 8,333
528 196 7,085 — 7,309
6 — — — 6
— 4,426 7,663 — 12,089
1,090 6,728 9,417 — 17,235
1,624 45,776 24,165 — 71,5635
1,521 — 48,064 — 49,585
— 21,509 — — 21,509
154 — 23,775 377 24,306 .
1,675 21,509 71,839 377 95,400
3,299 67,285 96,004 § 377 166,965
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CITY OF INDIANAPOLIS
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances -
Nonmajor Governmental Funds by Fund Type
Year ended December 31, 2008

(In thousands)
Nommajor Nonmajor Nonmajor Nonmajor Total Nonmajor
Special Debt Capital Permanent Governmental
Revenne Service Projects Fund Funds
Revenues:
Taxes $ — ¥ 31,032 §$ 11,20t §% — § 42233
Charges for services 2,342 — — — 2,342
Intergovernmental revenues 514 — 940 — 1,454
Traffic violations and court fees 2,474 — — — 2,474
Interest and other operating revenues 130 4,722 1,949 16 6,817
Total revenues 5,460 35,754 14,090 16 55,320
Expenditures: '
Current: - _
Public safety 543 — — — 343
Public works 703 — —— — 703
Health and welfare 375 — — — 375
Economic development and assistance 208 — 18,114 — 18,322
Debt service: ’
Redemption of bonds and notes 20 30,118 2208 — 32,346
Interest on bonds and notes 2 18,286 2,387 — 20,675
Bond and note issuance costs — 3 1,157 ' — 1,160
Operating lease payments and administration — 14,661 — — 14,661
Capital outlays 773 — 44,299 — 45,072
Total expenditures 2,624 63,068 68,165 — . §33,857
Excess (deficiency) of revenues over {under) expenditures 2,836 {27,314) (54,075) 16 {78,537)
Other financing sources (uses):
Bonds and notes tssued — — 101,490 — 101,490
Premium on bonds and notes issued — —_— 1,647 — 1,647
Transfers in —_ 33,382 — — 33,382
Transfers out (3,150) — (13,216) — (16,366)
Total other financing sources (uses) {3,150) 33,382 86,921 — 120,153
Net change in fund balances {(314) 6,068 35,846 16 41,616
Fund balances at beginning of year 1,989 15,441 35,993 361 53,784
Fund balances at end of year 3 1,675 % 21,509 $ 71,839 § 377 § 95,400

See accompanying independent auditors' report, 102



General Fund

The General Fund is used to account for all financial resources of the City of Indianapolis except those required to be acconnted for in another fund. Thus, all general operating revenues which are not restricted
as to use by sources outside of the City are recorded in the General Fund. Further, as required by statute, the financial resources of the General Fund are accounted for in a series of sub-funds as follows:

Cansolidated County -

Redevelopment -

Solid Waste Collection -

Solid Waste Disposal -

Sanitation -

Transportation -

Fire -

Pension Stabilization -

Park -

Metropolitan Police -

Storm Water Management -

to account for all financial resources for which the taxpayer base is county-wide

to account for all financial resources of the Redevelopment special taxing district for ecenomic development activities
to account for all financial resources of the Solid Waste Coﬂ;cﬁon special service district for refuse collection services
to account for all financial resources of the Solid Waste Disposal special service district for refuse disposal services

to account for all financial resources of the Sanitation special taxing district for liquid waste services

to account for all financial resources of the Metropolitan Thoroughfare special taxing district

to account for all financial resources of the Fire special service district

to account for proceeds to be applied to unfunded costs of the police and fire pension obligations

to account for all financial resources of the Park special taxing district

to account for all financial resources of the consolidated Indianapolis Metropolitan Police Department

to account for all financial resources for storm water drainage services
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CITY OF INDIANAPOLIS _
Schedule of Subfund Assets, Liabilities, and Fund Balance — General Fund
December 31, 2008
(In thousands)

General Fuad Iptrafund Consolidated  Redevelop- Solid Waste
Total Eliminations County ment Collection Disposal Sanitation
ASSETS
Equity in pooled cash $ 115,060 3 — 3 33227 % 9,179 % 5,527 § 2,780 % 48,759
Cash and investments with fiscal agents 798 — 265 — — — —
Investments 36,974 — 10,684 2,950 L776 893 15,668
Accrued interest receivable 245 — 44 19 8 — 143
Property taxes receivable 57,409 — 7,434 398 9,958 — —
Accounts receivable 166,109 — 17,708 7 212 29,413 20,118
Allowance for estimated uncollectibles — accounts receivable (5.235) —_ —_ —_ — (30) {4,380)
Bue from other funds 283 — — — — — —
Due from federal and state governments 167 — 167 — — — —
Intrafund receivable — (253) 253 — — — —
Total assets ] 371,790 3 (253) % 69,782 § 12,553 § 17,481 § 33,056 $ 80,308
LIABILITIES AND FUND BALANCE
Liabilities: .
Accounts payable and other accrued liabilities s 35514 § — % 4,747 % 136 § 1,427 % 1,042 § 5,232
Accrued payroll and payroll taxes 32,047 —_ 19,106 17 216 — " 76
Tax anticipation warrants 55,151 — — — 11,767 — —
Intrafund payable —_— {253) — — — = —
Deferred revenue 122,243 — 8,313 368 11,015 5,204 1,313
COIT anticipation notes 9,678 — 9,678 — — — —
Total liabilitics 254,633 {253) 41,844 521 24,425 6,246 6,621
Fund balance:
Reserved for encumbrances 33,865 — 6,439 103 4,448 2,174 3,467
Unreserved 83,292 — 21,499 11,929 (11,392) 24,636 70,220
Total fund balance 117,157 — 27,938 12,032 (6,944} 26,810 73,687
Total liabilities and fund balance $ 371,790 3 (253) % 69,782 § 12,553 % 17,481 § 33,056 $ 20,308

{Continued}

See accompanying independent auditors' report. 103



CITY OF INDIANAPOLIS
Schedule of Subfund Assets, Liabilities, and Fund Balance ~ General Fund

December 31, 2008
(In thousands)
Pension Metropolitan  Storm Water
Transportation Fire Stabilization Park Police Management
ASSETS
Equity in pooled cash b 1,710 $ — % — 3 2,348 § — 5 11,530
Cash and investments with fiscal agents 308 &5 — — 140 —
Investinents 349 — — 749 —_ 3,705
Accrued interest receivable : 6 — — —_ —_ 25
Property taxes receivable —-— 19,614 — 5,356 14,649 —
Accounts receivable 10,802 22,622 — 202 52,051 12,974
Allowance for estimated uncollectibles — accounts receivable — — — — — (845)
Due from other funds — — — — — 283
Due from federal and state governments — — — — — —
Intrafund receivable — — — — — —
Total assets b 13,375 § 42321 § — ¥ 8,655 % 66,340 § 27,672
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable and other accrued liabilities $ 3,755 § 4049 § — ¥ 436 § 11,828 §% 2,812
Accrued payroll and payroll taxes 438 4,511 — 342 7,275 66
Tax anticipation warrants — 18,104 — 8,263 17,017 —
Intrafund payable — 253 — — — —
Deferred revenue 651 33,109 — 3,294 48,336 10,640
COIT anficipation notes — — — — — —
Total liabilities 4,844 60,026 — 12,385 84,456 13,518
Fund balance:
Reserved for encumbrances 10,013 31 — 584 484 6,102
Unreserved {1,482) {17,756) — (4,314) {18,100} 8,052
Total fand balance 8,531 {17,705) — (3.730) (17,616) 14,154
Total liabilities and fund balance 3 13,375 § 42321 % -— % 8,655 § 60,840 § 27,672

See accompanying independent auditors' report. 104



CITY OF INDIANAPOLIS

Schedule of Subfund Revenues, Expenditures, and Changes in Fund Balance — General Fand

Year ended December 31, 2008
(In thousands)
General Fund Intrafund Consolidated Redevelop- Solid Waste
Total eliminations County meRt Collection Disposal Sapitatdon
Revenzes:
Taxes b 338209 $ — 3 27,504 § 1,286 % 23,607 § — —
Licenses and permits 15,808 — 9,058 —_ — — 6,486
Charges for services 156,659 _ 13,414 51 386 10,861 110,591
Other intergovernmental revenues:
Federal revenues 1,245 _ 318 —_ — — 269
State revenues 72,019 —_— 4866 750 —_ —_ —_
Other revenues 3,448 —_ 3,256 —_ — — —
Intragovernmental revenue 2,497 — 2,497 —_ — — —
Traffic violations and court fess 9,612 _ 8,622 — 245 — —
Interest and other operating revenues 10,409 — 2,553 513 262 343 1,771
Total revenues 609,956 — 72,488 2,600 24,500 11,204 119,117
Expenditures:
Current:
(General government 18,190 _ 18,150 — — — —
Pubiic safety 334,744 — 19,652 — 68 — —
Public warks ) 129,780 — 3,103 —_ 25,501 10,557 53,245
Health and welfare 2,874 —_ 1,081 —_ 628 — 1,147
Cultural and recreation 27007 _ 1,608 — — —_ —_
Utban redeveloptnent and housing 7.105 - 5,550 1,145 — —_ —
Economic development and assistance 1,489 —_ 1,467 22 —_ — —_
Debt service:
Redemption of bonds and notes 1,366 _ 163 — 113 — 868
Interest on bonds and notes 3,008 — 182 1 259 — —
Operating lease payments and administration 11 — — 1 —_ - —
Capital outlay 30,479 — 426 736 148 — 1,943
Total expenditures 356,053 — 51,422 1,905 26,717 10,557 57,203
Excess {deficiency) of revenues over (under) expenditures 53,903 — 21,066 695 (2,217) 647 61,914
Other financing sources (uses): .
Sale of capital assets 363 - 310 42 — — —
Transfers in 3,711 {33,801) 823 261 — 2,000 —
Transfers out {57,414) 33,301 {17,283} (100} {2,000) —_ {49,486)
Total other finencing sources {uses) {53,340) —_ {16,160} 203 {2,000) 2,000 {49,486)
Net change in fund balance 563 — 4,906 898 {4.217) 2,647 12,428
Find balance {deficit) at begimming of year 116,594 — 23,032 11,134 (2,727 24,163 61,259
Fund balance {deficit) at end of year b 117,157 § — § 27938 % 12,032 % (6594) $ 26,810 73,687

See accornpanying independent auditors’ report.
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CITY OF INDIANAPOLIS

Schedule of Subfund Revenues, Expenditures, and Changes in Fund Balance — General Fund

Year ended December 31, 2008
{In thousands)
Pension Metropolitan Storm Water
Transportation Fire Stabilization Park Police Management
Revenues:
Taxes $ 7479 § 87436 § — 3 20,183 § 170,314 % —
Licenses and permits — 28 — —_ 326 —
Charges for services 979 3,018 — 4,284 1,455 11,620
Other intergovemmentzl revenues:
Federal revenues 478 28 — 1 111 —_
State revenues 25,584 16,629 — — 20,190 —
Other revenues T — — — 124 —
Intragovernmental revenue — —_ _ — — —
Treffic violations and court fees — — — 3 742 —
Interest and other operating revenues 3,088 {152) 576 484 167 803
Total revenues 41,680 106,987 576 24,955 193,426 12,423
Expenditures:
Current:
General govemment —_ - _ _ — _
Public safety — 114,050 13 —_ 199,761 1,200
Public works . 31,177 — —_ — — 6,197
Health and welfare 18 —_ — — — —
Cultural and recreation 97 — — 24 492 — —
Urban redevelopment and housing 410 — —_ — —_ —_
Economic development ind assistance —_ —_ — — — —
Debt service:
Redemption of bonds end notes 113 — _ 109 — —_
Interest on bonds and notes 2 1,089 —_ 211 1,264 —
Operating lease payments and administration — — _ 19 — —_
Capital outlay 17,095 294 — 342 982 8,513
Total expenditures 49,722 115,433 13 25,164 202,007 15,910
Excess {deficiency) of revenues over (undet) expenditures (8,042) (8,446) 563 (209) (§,581) (3,487)
Other financing sources (usas):
Sale of capital assets 1 - — — 10 —
Transters in 1,000 12,698 — —_ 20,730 —
Transfets out — — (13,589) — (3,942) (4,805)
Total other financing sources {uses) 1,001 12,698 {13,589) — 16,798 {4,805)
Net change in fund balance (7,041) 4,252 (13,026) (209) 8217 (8.292)
Fund balance (deficit) at beginning of year 15,572 (21,957) 13,026 (3,521} {25,833) 22,446
Fund balance (deficit) at end of year $ 8,531 § {17,705) § — 3 (3,730} § (17,616) 3 14,154

See accompanying independent auditors' report,
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CITY OF INDIANAPOLIS
General Fund
Schedule of Subfund Revennes, Expenditures, and Changes in Fund Balance
Badget and Actnal -~ Budgetary Basis

Year ended December 31, 2008
(In thousands)
Total General Fund Consolidated County Redevelopment ) Solkd Waste Collecticn
Final bndget Actual Final budget Actual Final budget Actual Final hndget Actual
Revepues:
Taxes $ 308,805 % 232202 % 30,740 % 21,434 $ 1,414 $ TR % 29223 § 18,852
Licenses and permits 11,748 15,928 9,918 8,080 —_ — — e
, Charges for services 158,732 137,251 8,841 6,958 10 51 159 387
Other intergovernmental revenues: :
Federal revenues 1,175 142 620 43 — —_ — —_
State revennes 45,993 38,888 5,472 4,331 — 750 200 —
Other revenues £,539 7,136 7,000 7,046 — —_ — —
Traffic violations and court fees 4,459 9,560 433 8,615 — — 285 113
Intragovernmental revanues 3,003 2,162 3,003 2,162 — — _ —
Interest and other operating revenues 14,574 7,460 1,207 2,008 369 533 326 256
Total revenues 557,028 450,729 67,234 61,727 1,793 2,119 30,193 19,608
Expenditures:
Current:
General government 25,118 20,354 25,118 20,354 — — — —
Public safety 257,588 256,050 20,903 20,333 — —_ 13 &9
Public works 134,801 133,581 3,696 3,567 — — 26,290 25,687
Health and welfare 3,734 3,255 1,539 1,289 — — 649 648
Cultural and recreation 27,501 27,464 1,544 1,544 — —_ —_ —_
Urban redevelopment and housing 7,305 6,624 5,863 5,577 998 13 — —
Economic development and assistance 1,470 1,470 1,441 1,441 29 29 —_ —
Capital autlays 44,570 37,998 1,650 1,063 [ 2 3,220 2911
Total expenditures 502,087 486,996 61,754 55,168 1,033 944 30,250 29315
Excess {deficiency) of revenues over (under) expenditures 54,941 (36,267 5,480 6,559 760 1,175 {97) (9,707}
Other financing sources (uses):
Sale of capital assets 250 375 20 295 — 42 — -
Transkrs in {ouf) {38,458} (50,441) {4,600) (16,470 {100) -— (2,000) (2,000}
Total other financing sources (uses) {38,238) (50,066) {4,580) (16,175) (100) 42 {2,000) (2,000)
Revenues over (under} expenditares and other financing sources {uses} 16,703 (86,333) 00 (9,616) 660 1,217 {2,097) (11,707)
Unreserved fund balance at beginning of year 181,708 107,353 12,910 20,843 8,701 10,422 5,589 1,845
Cancellation of purchase orders and other {14,740} 100,828 7,014 19,834 1,627 500 {1,564) 10,638
Unreserved fund balance (deficit) at end of year 5 103,671 § 121,848 § 20,824 % 3,061 % 10,088 % 12,139 3 1,928 § 776

{Continued)
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Revenues:
Taxes
Licenses and permits
Charges for services
Other intergovernmiental revenues:
Federal revenues
State revenues
Other revenues
Trafiic violations and court fees
Intragovernmental revenues
Interest and other operating revenues
Total revenues
Expenditures:
Current;
General government
Public safety
Public works
Health and welfare
Cultural and recreation
Urban redevelopment and housing
Economic development and assistance
Capital outlays
Total expenditures
Excess (deficiency) of revenues over (under) expenditures
Other financing sources (uses):
Sale of capital assets
Transfers in (out)
Total other financing sources {uses)
Revenues over (under) expenditures and other financing sources (uses)
Tnreserved fund balance at beginning of vear
Cancellation of purchase orders and other

Unreserved fund balance (deficit) at end of year

See accompanying independent auditors' report.

CITY OF INDIANAPOLIS

General Fund
Schedule of Subfund Revennes, Expenditures, and Changes in Fuod Balance
Budget and Actual — Badgetary Basis

Year ended December 31, 2008
{In thousands)
Solid Waste Disposal Sanitation Transportation Metropolitan Police
Final budget Actual Final budget Actuat Final budget Actual Final budget Actual
$ — 3 — % — 3 — 5 6,927 § 2612 § 145,786 % 120,227
- - 1,545 6,496 . — — 273 323
8,815 3,782 110,847 107,507 700 392 2,859 1,436
— — — — 40 24 515 56
—_ —_ —_ —_ 36,385 30,123 3,670 3425
— —_— —_ — 139 52 808 38
— — — — — — 3,741 829
380 354 1,485 1,746 9,495 1,503 203 76
9,195 4,146 113,877 115,749 53,686 34,706 157,861 126,410
— — — — — — 153,589 153,202
12,087 11,909 53,309 52,957 32,681 32,692 —_ —_
— — 1,466 1,278 30 40 — —
— — — — 778 894 —_ —
— - — — 444 334 — -
— — 1,356 1,324 25,404 20,494 1,336 901
12,087 11,909 56,131 55,559 59,387 54,454 154,925 154,103
(2,892) {7,763} 57,746 60,190 (5,701} (19,748) 2,936 (27,693}
— — 28 — 30 — 4 10
2,000 2,000 (44,657) {49,486} — - 1,000 12,150 15,720
2,000 2,000 (44,629) (49,486) 30 1,000 12,154 15,730
(892) (5,763) 13,117 10,704 {5,671} (18,748) 15,090 {11,963}
4,115 6,206 35,968 44510 13,486 4,104 20 29
105 4,055 4,315 3,248 (7,811} 13,502 (14,837 11,594
$ 3,328 § 4498 § 53,400 § 58,462 § 4 % (742) § 273 § (340}
{Contirnued}
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CITY OF INDIANAPOLIS

General Fund
Schedunle of Subfund Revennes, Expenditures, and Changes in Fund Balance
Budget and Actual — Budgetary Basis

Year ended December 31, 2008

(In thousands)
Fire Park Storm Water Management
Final budget Actual Final budget Actual Final budget Actual
Revenues:
Taxes 3 74,551 § 54020 % 20,164 § 14222 § - § —
Licenses and permits 11 29 — — 1 —
Charges for services 2911 2,937 5,590 4,230 18,000 9,571
Other intergovernmental revenues:
Federal revenues — 19 — — — —_
State revenues 260 259 — e — —
Other revenues 592 — — — - —
Traffic violations and court fees — — — 3 —_ —
Intragovernmental revenuss — —_ —_ — — —_
Interest and other operating revenues {87) {164) 596 450 600 688
Total revenues 78,238 57,100 26,350 18,905 18,601 10,259
Expenditurss:
Currant: )
(heneral government — —_ - — — —_
Public safety 81,780 81,561 —_ —_ 1,185 835
Public wotks — — —_ — 6,738 6,769
Health and welfare — —_ — —_ —_ —
Cultural and recreation — — 25,179 25,026 — —
Uthan redevelopment and housing — _— - — — —
Economic development and assistance — — — — — —
Capital outlays 272 264 799 634 10,527 10,405
Total expenditures ' 82,052 §1,825 25,978 25,660 18,450 18,055
Excess (deficiency) of revenues over {(under) expenditures (3,514) (24,725) 372 (6,755) 151 {7,800)
Qther financing sources {uses):
Sale of capital assets — - —_ — 168 28
Transfers in {out) 3,600 3,600 50 — (4,931} {4,805)
Total othér financing sources (uses) 3,600 3,600 50 — (4,763} {4,777)
Revenues over (under) expenditures and other financing sources (nscs) (2i4) (21,125) 422 (6,755) (4,612} {12,577)
Unreserved fund balance at beginning of year 1,167 1,294 476 514 19,276 17,586
Cancellation of purchase orders and other (762) 21,706 (1,155) 5,551 (1,672} 9,800
Unreserved fund balance {deficit) at end of year 3 19t % 1,875 § (257) § (690) $ 12,992 % 14,809

See accompanying independent auditors' report. ' 109



CITY OF INDIANAPOLIS
General Fund
Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis
Year ended December 31, 2008

(In thousands)
Department and Division Budgetary account Final budget Actual Yariance
Executive and Legislative

Office of the Mayor Consolidated County
Personal services 3 755 § 755 % —
Supplics 1 | —
Other services and charges 142 142 —
Internal charges 1 l - —
Total 899 899 —

Internal Audit Consolidated County
Personal services 590 587 3
Supplics 3 1 2
Other services and charges : 124 106 18
Capital outlay 3 2 1
Internial charges 3 3 —
Total 723 699 24

City-County Couneil and Council Clerk Consolidated County
Personal services 999 973 26
Supplies 5 3 2
Other services and charges ’ 443 376 67
Capital outlay 1 — 1
Total . 1,448 1,352 96

Cabie Franchise Board Consolidated County
Personal services 427 426 1
Supplies 14 14 e
Other services and charges 255 231 24
Capital outlay 5 4 1
Intemal charges 1 H —
Total $ 702 % 676 § 26
(Continued)

See accompanying independent anditors' report.
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CITY OF INDIANAPOLIS

General Fund
Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)
Department and Division Budgetary account Final budget Actual Variance

Office of the Corporation Counsel Consolidated County
Personal services $ 2478 % 2478 § —
Supplies 6 _ 6 —
Other services and charges 1,719 1,712 7
Capital outlay 5 2 3
Internal charges {1,710) {1,710} —
Total . 2,498 2,488 10

Office of Finance and Management Consolidated County
Personal services 2,038 2,938 —
Supplies 8 8 —
Other services and charges 2,680 2,680 —
Capital outlay 5 4 1
Internal charges 61 61 —
Total 5,692 5,691 1

Office of Finance and Management Solid Waste Collection

Other services and charges 307 257 50
Total ' 307 257 50

Department of Administration Consolidated County
Personal services 2,439 2,432 7
Supplies 23 22 1
Other services and charges ' 1,131 1,109 22
Capital outlay 6 3 3
Internal charges 120 111 9
Total — Department of Administration $ 3,719 % 3,677 % 42
{Continued}

See accompanying independent auditors' report.



CITY OF INDIANAPOLIS

General Fund
Schedule of Expenditures by Character - Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)
Department and Division Budgetary aceount Finai budget Actual Variance
Department of Metropolitan Development Consolidated County
Personal services 5 9,083 § 8,358 § 725
Supplies 100 70 30
Other services and charges 7,946 7.843 101
Capital outlay 1,188 665 523
Internal charges {204) 143 (347)
Total 18,113 17,081 1,032
Department of Metropolitan Development Transportation
Personal services . 207 181 26
Supplies 2 1 1
Other services and charges 195 143 52
Internal charges 41 9 32
Total 445 334 111
Department of Metropolitan Development Redevelopment
Personal services 734 652 82
Supplies 3 2 I
Other services and charges 747 729 18
Capital outlay 6 2 4
Internal charges (457) (441} (16)
Total 1,033 944 39
Total — Department of Metropolitan Development 3 19,591 % 18,359 % 1,232
Department of Public Works Consoclidated County
Personal services $ 9419 § 9243 % 176
Supplies 19,153 18,933 220
Other services and charges 9,633 9.468 165
Capital outlay 158 121 37
Internal charges (24,195) (28,881) 4,686
Total $ 14,168 § 8,884 3§ 5,284
(Continued)

See accompanying independent auditors' report.
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CITY OF INDIANAPOLIS

See accompanying independent auditors’ report.

General Fund
Schedule of Expenditures by Character — Budget and Actual - Budgetary Basis
Year ended December 31, 2008
(In thousands)
Department and Division Budgetary account Final budget Actual Variance
Department of Public Works Transportation
Personal services $ 14321 % 14,321 —
Supplies 5,132 5132 —
Other services and charges 8,734 8,744 40
Capital cutlay 25,404 20,494 4,910
Internat charges 4,711 4,858 (147)
Total 58,352 53,549 4,803
Department of Public Works Solid Waste Collection
Personal services 7,631 7,598 33
Supplies 163 i58 5
Other services and charges 14,158 13,643 515
Capital outlay 3,208 2,511 297
Internal charges 4,679 4,679 —
Total 29,839 28,089 850
Department of Public Works Solid Waste Disposal
Other services and charges 11,671 11,494 177
Internal charges 416 4135 1
Total 12,087 11,909 178
Department of Public Works Sanitation
Personal services 3,370 2,864 506
Supplies 93 89 4
Other services and charges 48,946 48,917 29
Capital outlay 1,356 1,324 32
Internal charges 2,366 2,365 1
Total $ 56,131 § 55,559 572
{Continued)
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CITY OF INDIANAPOLIS

General Fund

Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis

Year ended December 31, 2008

(In thousands)
Department and Division Budgetary account Final budget Actual Variance
Department of Public Works Stortn Water Management

Personal services $ 2,620 § 2,620 —
Supplies 148 138 16

Other services and charges 3,977 3,718 259
Capital outlay 10,527 10,405 122
Internal charges 1,178 1,178 —

Total 18,450 18,059 391

Total — Department of Public Works 3 189,027 § 176,949 12,078

Departrent of Public Safety Consolidated County

Personal services $ 3458 % 3,458 —_
Supplies 159 144 15

Other services and charges 977 962 15
Capital outlay 175 158 17
Internal charges 768 748 20

Total 5,537 5,470 67

Indianapolis Fire Department Consolidated County

Personal services 2,809 2,809 —_
Supplies 260 257 3

Other services and charges 3,188 3,187 1
Capital outlay 104 104 —
Internal charges 350 350 —

Total $ 6,711 § 6,707 4
(Continued)

See accompanying independent auditors' report.
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CITY OF INDIANAPOLIS

General Fand
Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)
Diepartment and Division Budgetary account Final badget Actual Variance
Indianapolis Fire Department Fire
Personal services 76,049 75,853 196
Supplies 1,133 1,115 18
Other services and charges 1,696 1,691 5
Capital outlay 2 264 8
Intemal charges 2,902 2,902 —
Total 82,052 31,823 227
Total — Department of Public Safety 94,300 94,002 293
Department of Parks and Recreation Consofidated County
Other services and charges 1,544 1,544 —
Total 1,544 1,544 —
Department of Patks and Recreation Transportation
Personal services 50 50 —
Other services and charges 540 521 19
Total 590 571 19
Department of Parks and Recreation Park
Personal services 16,112 15,989 123
Supplies 940 913 27
Other services and charges 6,643 6,643 —
Capital outlay 799 634 165
Internal charges 1,484 1,481 3
Total 25,978 25,660 318
Total — Department of Parks and Recreation 28,112 27,775 337
(Continued)

See accompanying independent auditors' report.
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CITY OF INDIANAPOLIS

General Fund
Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)
Department and Division Budgetary account Final badget Actual Variance
Indianapolis Metropolitan Police Department Solid Waste Collection
Personal services 108 % 69 39
Supplies 3 — 8
Other services and charges 6 — 6
Capital outlay 12 — 12
Internal charges 10 — 10
Total 144 69 75
Indianapolis Metropolitan Police Department Metropolitan Police
Personal services 129,137 128,861 276
Supplies 1,351 1,256 95
Other services and charges 12,033 12,017 16
Capital outlay 1,336 001 435
Internal charges 11,068 11,068 —
Total 154,925 154,103 822
Total ~ Indianapolis Metrepelitan Police Department 155,069 § 154,172 897
Total — General Fund - by Department and Division 502,087 § 486,996 15,091

See accompanying independent auditors' report.
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Nonmajor Special Revenue Fund

The Special Revenue Funds include funds which are restricted as to use by the State government and special purpose fiinds established by authority of the City-County Council.

Parking - to account for all parking meter collections; these receipts are used to defray the cost of meter maintenance, the repair of sidewalks and curbs, and the repair of
streets
Cable Franchise - to account for coniributions from the two cable franchise agreements to provide for public purpose grants for the capitat costs of Public, Educational, or
PEG Grants Governmental {(PEG) Access Facilities

State of Indiana Grants -  to account for all grants received from the State of Indiana
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CITY OF INDIANAPOLIS
Combining Balance Sheet — Nonmajor Special Revenue Funds
December 31, 2008

(In thousands)
Total
Cable Nonmajor
Franchise State of Special Revenue
Parking PEG Grants Indiana Grants ) Funds
ASSETS
Equity in pooled cash ¥ 773 3 98 § 1,295 § 2,166
[nvestments : 249 32 416 697
Accrued interest receivable 4 — 1 5
Accounts receivable 96 — 38 134
Due from federal and state governments — — 297 297
Total assets $ 1,122 $ 130_% 2,047 § 3,299
LIABRILITIES AND FUND BALANCES
Liabilities:

Accounts payable and other accrued liabilities $ 395 % — § 133 § 528
Accrued payroll and payroll taxes 6 — — ' [
Deferred revenue — — 1,090 1,000
Total Liabilities 401 — 1,223 1,624

Fund balances:
Reserved for encumbrances 277 — 1.244 1,521
Unreserved 444 130 (420} 154
Total fund balances 721 130 324 1,675
Total liabilities and fund balances 5 1,122 % 130 3 2,047 % 3,299

See accompanying independent auditors’ report.



CITY OF INDIANAPOLIS
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances — Nonmajor Special Revenue Funds
Year ended December 31, 2008 '

(In thousands)
Total
Cable Nonmajor
¥ranchise State of Special Revenue
Parking PEG Grants Indiana Grants Funds
Revenues:
Charges for services $ 2342 § — ¥ — $ 2,342
Other intergovernmental revenues:
Federal revenues ~ — — 125 125
State revenues — — 389 389
Traffic violations and court fees 1,965 — 500 2,474
Interest and other operating revenues 50 4 76 130
Total revenues 4,357 4 1,099 5,460
Expenditures:
Current:
Public safety 147 — 396 543
Public works 703 — — 703
Health and welfare — — 375 375
Economic development and assistance — — 208 208
Debt service:
Redemption of bonds and notes — — 20 20
Interest on bonds and notes — — 2 2
Capital outlay 701 — 72 773
Total expenditures 1,551 — 1,073 2,624
Excess of revenues over expenditures 2,806 4 26 2,836
Other financing sources (uses):
Transfers out {3,150) — — (3,150)
Total other financing sources (uses} (3,150) — — (3,150)
Net change in fund balances {344) 4 26 (314
Fund balances at beginning of year 1,065 126 . 798 1,989
Fund balances at end of year b3 721 § 130 $ 824 3% 1,675

See accompanying independent anditors' report.



CITY OF INDIANAPOLIS
Special Revenue Funds
Combining Schedule of Revenues, Expenditures, and Changes in Unreserved Fund Balances
Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)

State of
Parking Federal Grants Indiana Grants Totals
Final budget Actual _Final budget Actual Final budget _ Actusl ~_Final budget Actual
Revenues:
Charges for services $ 2,402 § 2,357 % — 3 — § — % — 3 2,402 % 2,357
Other intergoverranental revenues:
Federal reverues — — 33,062 16,058 — 44 33,062 16,102
State revenues — — — 10 200 1,077 %00 1,087
Other revenues —_ — 520 1,232 — — 520 1,232
Traffic violations azid court fees 1,200 1,885 20 1,224 —_ 382 1,220 3491
Interest and other operating revenues 90 28 — 134 — 29 90 211
Total revenues 3,692 4,270 33,602 18,678 200 1,532 38,194 24,480
Expenditures:
Current:
General government - — ©oa83 383 — — 383 383
Pubfic safety 150 149 7,510 6,349 447 276 8,107 6,774
Public works 748 739 794 567 — — 1,542 1,306
Health and welfare _ — 1,633 . 1,595 315 310 1,948 1,905
Cultural and recreation — — 1,283 982 —_ — 1,283 982
Urban redevelopment and housing : — —_ 21,580 19,255 — — 21,580 19,255
Economic development and assistance —_ —_ 360 386 — —_ 360 386
Capital outlays 752 751 3,156 2,471 965 905 4,873 4,127
Total expenditures 1,650 1,639 36,699 31,988 1,727 1,491 40,076 35118
Excess {deficiency) of revenues over (under) expenditures 2,042 2,631 {3,097y {13,31() (827) 41 {1,882) {10,638)
Other financing sources (uses), net:
Transfers in (out) (2,150) (3,150) — — — — {2,150) (3,150}
Tuotal other financing sources {uses) (2,150) (3,150} — - — — (2,150 (3,150)
Revenues over (under) expenditures and other financing sources (uses) (108) (519) {3,097} (13,310} {827) 41 (4,032) (13,788)
Unreserved fund balances at beginning of year 887 488 — — -— — R87 488
Cancellation of purchase orders and other {169) 394 3,097 13,310 1,699 931 4,627 14,635
Unreserved fund balances at end of year § 610 3 363 § — ¥ — 3 872 § 972 § 1482 § 1,335

See accompanying independent auditors’ report. 19



Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis

CITY OF INDIANAPOLIS
Special Revenue Funds

Year ended December 31, 2008

(Tn thousands)
Diepartment and Division Fund Final budget Actual Variance

Office of the Mayor Federal Grants
Other services and charges 383 % 383 —
Total - Office of the Mayor 383 383 —

Department of Metropolitan Development Federal Grants
Personal services : 2,651 2,372 279
Supplies 25 14 11
Other services and charges 20,178 18,193 1,985
Capital outlay 461 460 1
Internal charges 311 247 64
Total — Department of Metropolitan Development 23,626 $ 21,286 2,340

Department of Public Works Parking

Personal services 247 § 247 —
Supplies 9¢ 90 —
Other services and charges 501 481 10
Capital outlay 752 751 1
Internal charges 6 40 —
Total 1,650 1,639 I1

Department of Public Works Federal Grants
Personal services 613 613 —
Other services and charges 355 130 225
Internal charges 244 244 —
Total 1,212 § 087 225
{Continued)

See accompanying independent auditors’ report.
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CITY OF INDIANAPOLIS

Special Revenue Funds
Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis
Year ended December 31, 2008
(In thousands)
Departnent and Division Fund Final budget Actual Variance
Department of Public Works State of Indiana Granis

Personal services 316 310 6
Total 316 310 &
Total — Department of Public Works 3,178 2,936 242

Department of Public Safety Federal Grants
Personal services 289 199 S0
Other services and charges 1,758 1,758 —
Intemnal charges 14 13 1
Total 2,061 1,970 91

Indianapolis Fire Department Federat Grants
Personal services 607 590 17
Supplies 204 51 153
Other services and charges 1,864 1,753 111
Capital outlay 94 38 56
Internal charges 10 2 8
Total 2,779 2,434 345

Department of Parks and Recreation Federal Grants
Personal services 334 187 147
Supplies 26 5 21
Other services and charges 860 728 132
Capital outlay — — —
Internal charges 63 63 —
Total 1,283 983 300
(Continved}

See accompanying independent anditors' report.
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CITY OF INDIANAPOLIS
Special Revenue Funds

Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis

Year ended December 31, 2008

(In thousands)
Department and Division Fund Final budget Actual Variance
Department of Parks and Recreation State of Indiana Grants
Capital outlay $ 965 205 60
Total 965 905 60
Total — Department of Parks and Recreation $ 2,248 1,888 360
Indianapolis Metropolitan Police Department Federal Grants
Personal services 3 1,378 1,008 370
Supplies 327 156 171
Other services and charges 962 739 223
Capital outlay 2,601 1,975 626 .
Internal charges 87 67 20
Total 5,355 3,945 1,410
Indianapolis Metropolitan Police Department State of Indiana Grants
Personal services 100 — 100
Supplies 41 3 10
Other services and charges 240 240 —
Capital outlay 65 5 60
Totat 446 276 170
Tatal — Indianapolis Metropelitan Police Department 3 5,801 4,22} 1,580
Total — Special Revenue Funds — by Department and Division $ 40,076 35,118 4,958

See accompanying independent auditors’ report.
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Nonmajor Debt Service Funds

Debt Service Funds are used to account for the accumulation of resources for, and the payment of, general long-term debt principal, interest and related costs of four of the taxing districts. Nonmajor Debt
service requirements are funded generally from property tax revenues and other operating revenues.

Civil City -

Redevelopment District -

MECA -

Sapitary District -

Flood Control District -

Metropolitan Thoroughfare -
District

Park District -

Economic Development District -

to account for the accummlation of resources for, and the payment of general long-term bonded debt principal, interest and related costs of bond issues

benefiting the taxpayers of the Civil City

to account for the accaumulation of tesources for, and the payment of, general long-term bonded debt principal, interest and related costs of bond issues
benefiting the taxpayers of the Redevelopment District and to account for the accumwulation of resources for, and the payment of, long-term lease
commitments o the Marion County Convention and Recreation Facility Authority (MCCRFA) for a leasehold interest in the United Airlines repair
facility

to account for the accumulation of resources for, and the payment of, costs associated with the Public Safety Communications System Equipment

to account for the accumulation of resources for, and the payment of, general long-tertn bonded debt principal, interest and related costs of bond issues
benefiting the taxpayers of the Sanitary District

to account for the accumulation of resources for, and the payment of, general long-term bonded debt principal, interest and related costs of bond issues
benefiting the taxpayers of the Flood Control District

to account for the accumulation of resources for, and the payment of, general long-term bonded debt principal, interest and related costs of bond
issues benefiting the taxpayers of the Metropolitan Thoroughfare District

to account for the accurmmlation of resources for, and the payment of, general Jong-term bonded debt principal, interest and related costs of bond issues
benefiting the taxpayers of the Park District

to account for accumulation of resources, and payments of long term bonded debt principal, interest, and related costs of debt issued for certain projects
with Economic Development bonds proceeds by the City
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CITY OF INDIANAPOLIS
Combining Balance Sheet — Nonmajor Debt Service Funds
December 31, 2008

{In thousands)
Totai
Flood Metropolitan Ecomonic Nonmajor
Civil Redevelopment Sanitary Control Thoroughfare Park Development Debt Service
City District MECA District District District . District District Funds
ASSETS
Equity in pocled cash 3 10,755 § 7,704 § 3,907 § 8,929 § 2,627 % 4280 § 2374 § 398 % 44,974
Cash and investments with fiscal agents 7 — 103 26 9 47 11 4,188 4,391
Investrnents 3,455 2,476 1,256 2,869 844 1,369 763 128 13,160
Accrued interest receivable 16 20 7 9 — 2 3 1 58
Property taxes receivable — 2,560 1,371 — — 1,831 1,215 490 7,967
Accounts receivable 330 63 259 — — 43 20 — 735
Total assets 3 14,583 §$ 12,823 § 7403 § 11,833 § 3,480 % 7572 % 4,386 § 5,205 % 67,285
LIABILITIES AND FUND BALANCES
Liabilities:

Matured bonds payable $ 2,530 § 6,585 % 2,825 § 6,276 % 2,027 § 3821 § 2,029 § — 3 26,093
Matured intersst payable 2,221 47 227 2,442 1,412 1,288 696 — 8,333
Accounts payable and other accrued liabilities ] 62 — 89 11 20 8 — 196
Tax anficipation warrants n .- 606 — — 2,375 1,445 — 4,426
Deferred revenue — 1,691 1,906 — — 1,531 1,110 490 6,728
Total liakilities 4,757 8,385 5,564 8,807 3,450 9,035 5,288 450 45,776

Fund balances:
Reserved for debt service 2,826 4,438 1,839 3,026 30 (1,463) (902) 4,715 21,509
Total liabilities and fund balances 3 14,583 $ 12,823 % 7403 % 11,833 § 3,480 § 7,572 % 4,386 § 5,205 % 67,285

See accompanying independent auditors' report. 123



CITY OF INDIANAPOLIS
Combining Statement of Revenues, Expenditares, and Changes in Fund Balances — Nonmajor Pebt Service Funds
Year ended December 31, 2008

(In thousands)
Total
Flaod Metropoiitan Ecomonic Nonmajor
Redevelopment Sanitary Control Thoronghfare Park Development Debt Service
Civil City District MECA District District District District District Funds
Revenues:
Praperty taxes 8 — § 8226 § 3,753 § — — ¥ 4,549 § 2675 % 190 § 19,323
Other taxes 8,712 1,654 540 -—_ — 446 284 3 11,639
Interest on investments 244 334 69 184 9 33 29 1i6 1,018
Other revenues — — 1,644 — — — — 2,060 3,704
Total revenues 8,950 10,214 6,006 184 9 5,028 2,988 2,369 35,754
Expenditures:
Redemption of bonds and notes 5,010 6,585 3,540 6,296 2,027 3,821 2,029 8i0 30,118
Interest on bonds and notes 4,501 122 521 4,076 2,814 2,557 1,380 2,315 18,286
Bond issuance costs — — — 1 — 1 1 — 3
Operating lease payments and administration 119 14,252 13 111 69 53 28 16 14,661
Total expenditures 9,630 20,959 4,074 10,484 4,910 6,432 3,438 3,141 63,068
Excess (deficiency) of revenues over
(under) expenditures (674) {10,745) 1,932 {10,300) {4,901} {1,404) {450) (772} {27,314)
Other financing sources (uses):
Transfers in 4,130 13,794 _— 7,900 4,805 750 — 2,003 33,382
Transfers out — — — — — — — — —
Total other financing sources (uses) 4,130 13,794 — 7,900 4,805 750 — 2,003 33,382
Net change in fund balances 3,456 3,049 1,932 (2,400) 96) (654) (450) 1,231 6,068
Fund balances (deficits) at beginning of year 6,370 1,389 {53) 5,426 126 {809) {452) 3,484 15,441
Fund balances (deficits) at end of year $ 9,826 % 4438 % 1,283 § 3026 § 30 % {1,463) § (902) $ 4,715 21,509

See accompanying independent auditors’ report. . 124



CITY OF INDIANAPOLIS
Debt Service Funds
Combining Schedule of Revennes, Expenditures, and Changes in Unreserved Fund Balances
Budget and Actual — Budgetary Basis

Year ended December 31, 2008
{In thousands)
Redevelopment
Civil City District MECA
Final budget Actnal Final budget Actual Final budget Actunal
Revenues:
Taxes $ 11,266 § 9,252 % 6994 § 4,782 % 4,783 § 2,994
Charges for services — — 7,000 (12) 1,700 1,433
Other operating revenuss 11 224 75 335 89 63
Total revenues 11,277 9,476 14,069 5,105 6,572 4,49{
Expenditures:
Debt service 9,661 9,630 20,959 20,95% 5,575 4,074
Total expenditures 9,661 9,630 20,959 20,959 5,575 4,074
Excess (deficiency) of revenues over (under) expenditures 1,616 {154) {6,890} {15,854) 997 416
Other financing sources, net:
Transfers in — 4,121 5,904} 13,754 — —
Total other financing sources — 4,121 5,900 13,794 — —
Revenues over (under) expenditures and other financing sources 1,616 3,967 (990} {2,060} 997 416
Unreserved fund balances at beginning of year 75 5,472 1,656 3,305 719 893
Cancellation of purchase orders and other 4,515 350 6,283 3,441 38 2,162
Unreserved fund balances at end of year $ 6,206 § 9,789 § 6,949 § 4,686 3 1,774 § 347

{Continued}
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CITY OF INDIANAPOLIS
Debt Service Funds
Combining Schedule of Revenues, Expenditures, and Changes in Unreserved Fund Balances
Budget and Actual - Budgetary Basis
Year ended December 31, 2008

{In thousands)
Metropolitan
Sanitary District Flood Control District Thoroughiare District
- Final budget Actuat Final badget Actual Final budget Actual
Revenues:
Taxes $ — § — § — 3 — % 5585 § 3,625
Charges for services — — - — —_ —
Other operating revenues 150 41 e 13 150 48
Total revenues 150 41 — 13 5,735 3,673
Expenditures:
Debt service 10,484 10,484 4,931 4,909 6,432 6,432
Total expenditures 10,434 10,484 4,931 4,905 6,432 6,432
Excess (deficiency)} of revenues over (under) expenditures {10,334) (10,443) {4,931) {4,896) (697) (2,75%)
Other financing sources, net:
Transfers in 8,300 9,900 4,931 4,805 750 750
Total other financing sources 8,300 9,900 4,931 4,805 750 750
Revenues over (under) expenditures and other financing sources {2,034) (543) — {91} X (2,00%)
Unreserved fund balances at beginning of year 328 1,365 —_ — 37 742
Cancellation of purchase orders and other 2,587 (822) 119 118 j68 1,232
Unreserved fund balances (deficits) at end of year by 881 § — § 119 $ 27 § 258 % (35)
{Contintied}
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CITY OF INDIANAPOLIS
Debt Service Funds
Combining Schedule of Revennes, Expenditures, and Changes in Unreserved Fund Balances
Budget and Actual — Budgetary Basis
Year ended December 31, 2008

{In thousands)
Revenne Park District Economic Development Totals
Final budgi Actual Final budg_eL Actual Final budget Actual Final budget Actual
Revenues:
Taxes $ 48,304 § 37510 § 3,221 § 2,150 § 500 % 10§ 80,649 § 60,323
Charges for services 344 168 — — 1,928 2,059 10,972 3,648
Other operating revenues 4,045 3,790 17 33 —_ 121 4,537 4,668
Total revenues 52,689 41,468 3,238 2,183 2,428 2,190 96,158 68,639
Expenditures:
Debt service 81,474 87,430 3,437 3,437 3,222 2,290 146,175 149,645
Total expenditures 81,474 87,430 3,437 3437 3,222 2,290 146,175 149,645
Excess (deficiency) of revenues over (under) expenditures {28,785) {45,962) (199} (1,254) {794) {100 (50,017) (81,006)
Other financing sources, net:
Transfers in 24,017 33,788 175 — — 1,316 44,073 68,174
Total other financing sources 24,017 33,788 175 — — 1,016 44,073 68,174
Revenues over (under) expenditures and other financing sources (4,768} {12,174) (24) (1,254) (794) 916 (5,944) (12,832}
Unreserved fund balances at beginning of year — — 78 494 — — 2,803 12,271
Cancellation of purchase orders and other 5,582 9,977 123 936 1,282 (916) 20,717 16,478
Unreserved fund balances (deficits) at end of year $ 814 § (,197) § 177 § 176 % 488 § — ¥ 17,666 § 15,917

See accompanying indspendent auditors' report. 127



CITY OF INDIANAPOLIS

Debt Service Funds

Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis

Year ended December 31, 2008

{In thousands)
Department Fund Final budget Actual Variance
Division of Adwinistration Revenue
Other services and charges 540 % 339 § 1
Total 540 539 1
Non Departmental Flood Control District
Other services and charges 4,931 4,909 22
Total _ 4,931 4,509 22
Non Departmental Metropolitan Thoroughfare District
Other services and charges 6,432 6,432 —
Total 6,432 6,432 —
Non Departmental Park District
Other services and charges 3,437 3,437 —
Total 3,437 3,437 —
Non Departmental MECA
Other services and charges 3,575 4,074 1,501
Total 5,575 4,074 1,501
Non Departmental Civil City
Other services and charges 9,661 9,630 31
Total 9,661 9,630 31
Nen Departmental Redevelopment District
Other services and charges 20,959 20,959 —
Total 20,959 20,959 —
Non Departmental Revenue
Other services and charges 80,934 86,891 (5,957)
Tatal 80,934 86,891 {5,957}
Non Departmental Sanitary District
Gther services and charges 10,484 10,484 —
Total 10,484 10,484 —
Non Departmental Economic Development
Other services and charges 3,222 2,290 932
Total 3,222 2,290 932
Tatal — Debt Service Funds — by Department 146,175 § 149,645 § (3,470)

See accompanying independent auditors' report.
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Nonmajor Capital Project Funds

The Capital Projects Funds are used to account for resources designated to construct or acquire general capital assets. Such resources are derived principally from special district bonds, federal grants, and
property tax levies,

Redevelopment District:
General - to account for all financial resources refated to projects constructed wholly or in part from Redevelopment District bond issue proceeds (except
tax increment bonds) and any participating federal and state grants, inchiding any required City local matching funds
Tax Increment - to account for all financial resources related to projects constructed from proceeds of the Redevelopment District Tax Increment bond issues
Economic Development - to account for all financial resources related to projects constructed with Economic Development bonds issued by the City
Metropolitan Thoroughfare - to account for all financial resources related to projects constructed wholly or in part from Metropolitan Thoroughfare District bond issue proceeds
District . {except tax increment bonds) and any participating federal and state grants, including any required City local matching funds
Park District - to account for all financial resources related to projects constracted from proceads of the Park District bond issues
City Cumulative Capital - to account for all resources accumulating from a City-wide ad valorem property tax levy to provide for the cost of construction, maintenance,
Development acquisition, and repair of certain facilities and other items of a capital nature
County Cumulative Capital - to account for all resources accumuiating from a County-wide ad valorem property tax levy to provide for the cost of construction, maintenance,
Development acquisition and repair of certain facilities and other items of a capital nature
Facilities Revenue Bonds - to account for all financial resources related to certain maintenance and repair of City and County facilities
Tax Revenue Note - to account for all financial resources related to purchases of certain vehicles and other equipment from the proceeds of a tax revenue note
MECA - to account for all financial resources related to acquisition of computer hardware and software from proceeds of the Public Safety Communication System

and Computer Facilities District bonds

Landmark Building Preservation -  to account for all financial resources related to costs of major repairs o certain city properties

Storm Water - to account for all financial resources related to expenditures for construction of storm water removal infrastructure
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ASSETS

Equity in pocled cash

Cash and investments with fiscal agents

[hvestinents

Accrued interest receivable
Property taxes receivable
Accounts receivable

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts payable and other accrued liabilities

Total assets

Tax anticipation warrants
Deferred revenue

Total liabilities

Fund balances:
Reserved for encumbrances
Unreserved

See accompanying independent auditors' report.

Total fund balances (deficits)
Total liabilities and fund balances

&

$

CITY OF INDIANAPOLIS
Combining Balance Sheet — Nonmajor Capital Projects Funds

December 31, 2008

{In thousands)
. City County
Redevelopment District Metropolitan Cumulative Cumulative
. Tax Economic Thoroughfare Park Capital Capital
General Increment Development District District Development Development

749 675 § _— 4,408 17 9,075 176
— 42 487 516 1,077 —_ —_ -_—
241 217 — 1,417 6 2,916 56
1 — — 10 — 19 2
— — — —_ — 7,791 —
— 5 — 46 — 157 e
991 43,384 % 516 6,958 23 19,958 234
3 3,518 % — 551 1 - 869 548
— — — -— —_ 7,663 —
— — — 18 — 9,399 —
3 3,518 — 569 1 17,931 548
—_ 28,588 — 2,465 9 9,983 899
088 11,278 516 3,924 13 {7,956) (1,213)
988 39,866 516 6,389 22 2,027 (314)
991 43,384 % 516 6,958 23 19,958 § 234
{Continued)
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CITY OF INDIANAPOLIS
Combining Balance Sheet - Nonmajor Capital Projects Fands

December 31, 2008
{In thousands}
Total
Facilities Tax Landmark Noamajor
Revenue Revenue Building Storm Capital
Bonds Note MECA Preservation Water Projects Funds
ASSETS
Equity in pooled cash $ — % 1 % 9676 3 728 6,111 § 30,960
Cash and investments with fiscal agents 2,224 —_ 704 e — 47,008
Investments — —-— 3,109 23 1,964 9,949
Accrued interest receivable — - 16 - 11 59
Property taxes receivable — — — — — 7,791
Accounts receivable — 29 — — —. 237
Total assets h 2,224 § o § 13,505 b} 95 § 8,086 § 06,004
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable and other accrued liabilities  § — 3 — 3 R70 $ -— 8 725 % 7,085
Tax anticipation wartants — -— — — — 7,663
Dieferred revenue — — — — — 9417
Total liabilities — — 870 — 725 24,165

Fund balances:
Reserved for encumbrances — 85 2,967 12 - 3,056 48,064
Unreserved 2,224 (55) 9,668 83 4305 23,775
Total fund bajances 2,224 30 12,635 o5 7,361 71,839
Total liabilities and fund balances 3 2,224 % 30 % 13,505 § 95 3§ 3,080 % 96,004
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CITY OF INDIANAPOLIS
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances — Nonmajor Capital Projects Funds
Year ended December 31, 2008
{In thowsands)

City County
Redevelopment Pistrict Metropolitan Cumulative Cumulative
Tax Economic Thoroughfare Park Capital Capitat
Increment Development District District Improvement Improvement
Revenues:
Taxes — — % — — % — § 11,201 § —
Other intergovernmmental revenues:
Federal revennes — — — 206 —_ 241 300
Other revenues — — —_ — — — 52
Interest and other operating revenues 29 4568 08 233 2 208 61
Total revenues 29 468 68 439 2 11,650 413
Expenditures:
Current:
Economic development and assistance — 18,114 — — —_ — —
Debt service:
Redemption of notes — — — — — 2,208 —
Interest on notes — 416 — —_ — 302 233
Issuance costs —_ 734 — —_ — — —_
Capital outlay 6 1,363 — 3,201 607 9,412 3,326
Total expenditures 6 20,627 — 3,201 607 11,922 3,559
Excess (deficiency) of revenyes over
{under} expenditures . 23 (20,159) 68 (2,762) {605) (272) (1,146)
Other financing sources {uses):
Bonds and notes issued — 59,746 — — —_ —_ —
Premium on bonds issued — 1,354 — _ — _ _
Transfers out — {11,880) —_ — — {1,260) —
Total other financing sources {uses) — 49,220 — — — {1,260) —_
Net change in fund balances 23 29,061 63 {2,762} {603) (1,532) {3,146)
Fund balances (deficits) at beginning of vear 965 10,805 448 9,151 627 3,559 2,832
Fund balances {deficits) at end of year 988 39,866 § 516 6,389 8 22 2,027 § (314)
{Continued)
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CITY OF INDIANAPOLIS _
Combining Statement of Revennes, Expenditures, and Changes in Fund Balances — Nonmajor Capital Projects Funds

Year ended December 31, 2008
{In thousands)
Total
Tax Landmark Noomajor
Facilities Revenue Building Seorm Capital
Reveaue Note MECA Preservation Water Projects Funds
Revenues:
Taxes 5 ~— 3 — 3 — 3 — § — § 11,201
Other intergovernmental revenues:
Federal revenues — — — — —_ 747
Other revenues — — 141 — e 193
Interest and other operating revenues 87 1 . 403 3 386 1,949
Total revenues 87 1 544 3 386 14,090
Expenditures:
Current;
Economic development and assistance — — — e —_ 18,114
Debt service:
Redemption of notes — — — — — 2,208
Interest on notes — — 1,436 — — 2,387
Issuance costs 6 — 417 — — 1,157
Capitat outlay 2,787 1,715 11,214 5 10,663 44,299
Total expenditures 2,793 1,715 13,067 5 190,663 68,165
Excess (deficiency) of revenues over
{under) expenditures (2,706) (1,714) (12,523) (2) {10,277) (54,075)
Other financing sources (uses):
Bonds and notes issued — 1,744 40,000 — — 101,490
Premium on bonds issued —_ — 293 — — 1,647
Transfers cut {76) — — — - {13,216)
Total other financing sources {uses) {76) 1,744 40,293 — — 89,921
Net change in fund balances (2,782) . 30 27,770 2) (10,277) 35,846
Fund balances {deficits) at beginning of year 5,006 — (15,135) 97 17,638 35,993
Fund balances (deficits) at end of year $ 2,224 % 30 3 12,635 $ 95 § 7,361 § 71,83%
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CITY OF INDIANAPOLIS
Annually Budgeted Capital Projects Funds
Combining Schedule of Revenues, Expenditures, and Changes in Unreserved Fund Balances
Budget and Actual — Budgetary Basis

Year ended December 31, 2008
{In thousands}
Clty Cumonlative Ceunty Cumulative
Capital Improvement Capital Improvement Totals
Final budge_t Actual Final budget Actual Final budget Actual
Revenues:
Taxes 3 16447 § 8351 3 — 3 — 3 16,447 § 8351
Other intergovernmental revenues —_ 20 2,500 352 2,500 an
Interest and other operating revenues 410 193 20 70 430 263
Total revenues 16,857 8,564 2,520 422 19,377 8,986
Expenditures;
Current:
Public safety 712 674 —_ —_ 712 674
Public works 200 200 137 116 337 316
Cultural and recreation 885 885 — — 885 885
Uthan redeveiopment 20 20 — — 20 20
Economic development 35 35 — — 35 35
Capital outlays 18,680 16,893 2,500 2,500 21,180 19,393
Total expenditures 20,532 13,707 2,637 2,616 23,169 21,323
Excess (deficiency) of revenues over {under) expenditures {3,675} (10,143) (L17) {2,194) (3,792) (12,337)
Other financing sources (uses), net:
Transfers out (650} {1,260) — — (650) {1,260
Total other financing sources {uses) (650} {1,260) — — {650) {1,260}
Revenues over {under) expenditures and other financing sources (uses) {4,325} (11,403) (L1 {2,194) {4,442) (13,597
Unreserved fund balances at beginring of year 934 3,175 762 913 1,696 4,085
Cancellation of purchase ordes and other 3,486 9,553 524 2,628 4010 12,181
Ungeserved fund balances at end of year $ 95 % 1,325 § 1,169 § 1,347 § 1,264 § 2,672
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CITY OF INDIANAPOLIS
Annually Budgeted Capital Projects Funds

Schedule of Expenditures by Character - Budget and Actual — Budgetary Basis

Year ended December 31, 2008
(In thousands)
Department and Division Fuad Final budget Actual Variance
Executive and Legislative
Office of Finance and Management County Curnulative Capital Improvement
Other services and charges ' $ 137 116 21
Total 137 116 21
Office of Finance and Management City Cumulative Capital Improvement
Other services and charges 35 335 —
Total 35 35 —
Total — Executive and Legislative 3 172 151 21
Department of Metropolitan Development City Cumulative Capital Improvement -
Other services and charges _ ¥ 20 20 —
Capital outlay 40 6 34
Total — Department of Metropolitan Development $ 60 26 34
Department of Public Works County Curnulative Capital Improvement
Capital outlay $ 2,500 2,500 —
Total 2,500 2,500 —
Department of Public Works City Cummlative Capital Improvement
Other services and charges 200 200 —
Capital outlay 2,150 2,150 —
Total 2,350 2,350 —
Total — Department of Public Works $ 4,850 4,850 —
Departmnent of Public Safety City Cumulative Capital Improvement
Supplies $ 10 10 —
Capital outlay 90 85 5
Total b 100 95 5
{Continued)

See accompanying independent auditors' report.
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CITY OF INDIANAPOLIS
Annually Budgeted Capital Projects Funds

Schedule of Expenditures by Character — Budget and Actual — Budgetary Basis

Year ended December 31, 2008
(In thousands)
Department and Division Fund Final budget Actual Variance

Indianapolis Fire Department City Cumulative Capital Improvement
Other services and charges 3 502 469 33
Capital outlay 4,259 4,115 144
Total 4,761 4,584 177
Total — Department of Public Safety 5 4,861 4.679 182

Department of Parks and Recreation City Cumnulative Capital Improvement
Supplies 3 75 75 —
Other services and charges 810 810 —_
Capital outlay 2,620 2,620 —
Total — Department of Parks and Recreation b 3,505 3,505 —

* Indianapolis Metropolitan Police Department City Cumulative Capital Improvement
Supplies $ 200 195 5
Capital outlay 9,521 7,917 1,604
Total — Indianapolis Metropolitan Police Department 5 9,721 8,112 1,609
Total — Capital Projects Funds — by Department and Di\;"ision $ 23,169 21,323 1,846

See accompanying independent auditors' report.
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Internal Service Funds

Internal Service Funds are used to account for the accumulation of resources to provide for the financing of certain self-insurance programs for all City departments.

The City maintains Workers” Compensation Self-Insurance, Autc Liability Self-Insurance, and Public Liability Self-msurance Intemal Service Funds.
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ASSETS

Equity in pooled cash

Cash and investments with fiscal agents
Investments ‘

Accrued interest receivable

Total assets
LIABILITIES
Accounts payable and other accrued liabilities
Total liabilities

NET ASSETS
Unrestricted

See accompanying independent auditors' report.

CITY OF INDIANAPOLIS
Internal Service Funds
Combining Statement of Net Assets
December 31, 2008

(In thousands)
Aute Liability Workers’ Public Liability
Reserve Compensation Self Insurance Total
$ 3673 % — ¥ 3,061 6,734
12 156 — 168
1,180 — 983 2,163
9 — 7 16
4,874 156 4,051 9,081
650 2,411 2,358 5,419
6350 2411 2,338 5,419
$ 4,224 $ (2,255) § 1,693 3,662
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CITY OF INDIANAPOLIS

Internal Service Funds '
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
_ Year ended December 31, 2008
(In thousands)
Auto Liabilicy Workers® Public Liability
Reserve Compensation Self Insurance Total
Operating revenues: _ .
Charges to other funds b3 488 3 : 2,243 $ 1,624 § 4,355
Operat{ug £xpenses: ' .
Administration 29 89 — 118
Claims 276 - 3,430 1,162 4,808
Total operating expenses 305 3,519 1,102 4,926
Operating income (1oss) 183 (1,276) ' 522 (571)
Nonoperating revenue:;
Interest on investments 139 4) 113 248
Change in net assets 322 (1,280} 635 (323)
Total net assets ~ beginning 3,902 . (975) 1,058 3,985
Total net assets — ending $ 4224 § (2,255) § 1,693 § 3,662

See accompanying independent auditors' report.
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CITY OF INDIANAPOLIS
Internal Service Funds
Combining Statement of Cash Flows
Year ended December 31, 2008

{(In thousands)
Auto Liability Workers® Puablic Liability
Reserve Compensation Self Insurance ‘Total
Cash flows from operating activities:
Receipts from users ) 488 §$- 2,268 % 1,624 § 4,380
Other payments —_ (418) — {418)
Payments for administration (29) (8%) — (118)
Payments for claims (326) {1,911) (1,176) (1,413)
Net cash provided by (used in) operating activities 133 (150) 448 431
Sales and maturities of investments 511 28 388 927
Investment purchases (1,180) — (983) (2,163)
Interest on investments 149 (2) 121 268
Net cash provided by (used in) investing activities (520) 26 (474) (368)
Net decrease in cash and cash equivalents (387) (124) (26) (537)
Cash and cash equivalents, beginning of year 4.072 280 3.087 7,439
Cash and cash equivalents, end of year $ 368 $ 156 § 3061 $ 6,902
Reconciliation of operating income (loss) to net cash
used in operating activities:
Operating income (Toss) $ 183 § (1,276) $ 522 % (571)
Change in assets and labilities:
Decrease in accounts receivable — 25 — 25
Increase {decrease) in accounts payable (50) 1,101 {74) 977
Net cash provided by {used in) operating activities 3 133 % (150) § 448 % 43]
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Fiduciary Funds

The Fiduciary Funds are classified into two sub-groupings - Agency Funds and Pension Trust Funds. Funds in this classification are used to account for assets held by the City in a fiduciary capacity. Receipts and expenditures of
each fund are governed by terms of trust indentures, statutes, ordinances, etc.

The City maintains the following Fiduciary Funds:

Police -

Firefighters -

Sanitation 15 Year Law -

UAL Personal Property -

E-911 Allocation -
DPS Retiree Health Insurance -
IPD Confiscated Cash -

Other -

PENSION TRUST FUNDS

to account for the (1) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Police and Firefighters Pension and Disability Fund
(1977 Fund) pension plan and (2) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Fund and elected to convert to the
benefit structure of the 1977 Fund

to account for the (1) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Police and Firefighters Pension and Disability Fund
pension plan and (2) payment of pension benefits to pensioners that participated in the City pension plan prior to the 1977 Fund and elected to convert to the benefit structure
of the 1977 Fund

AGENCY FUNDS

to account for property owner assessment receipts held by the City as agent for city approved developer constructed sewer systems Barrett Law projects, with construction
costs repaid by the property owners over a period not to exceed 15 years

to account for amounts received, that in accordance with the related bond indenture, are to transferred to the debt service for the Indianapolis Airport Authority Special Facility
Revenue Bonds of 1995

to account for assets, obligations, and activities of the E-911 dispatch programs
to account for assets, obligations, and activities of certain Police and Firefighter Retiree Health Insurance costs
to account for assets, obligations, and activities of amounts which have been confiscated pending final court disposition

to account for all contractor receipts for sanitary Barrett Law project engineering fees held by the City as agent for engineer payment upon project acceptance and for franchise
security deposits held by the City as agent for franchised performance
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CITY OF INDIANAPOLIS

Fiduciary Funds
Combining Statement of Pension Trust Funds Net Assets
December 31, 2008
{In thousands)
Police Firefighters
Pension Pension Total
ASSETS )
Equity in pooled cash b 297 § 123 § . 420
Investments 85 40 135
Accrued interest receivable 3 — 3
Accounts receivable 12 — 12
Total asseis 407 _ 163 570
LIARBRILITIES
Accounts payable and other accrued liabilities 407 163 370
Total liabilities 407 163 570
NET ASSETS
Held in trust for pension benefits $ — § — § —
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CITY OF INDIANAPOLIS
.Fiduciary Funds .
Combining Statement of Changes in Fiduciary Net Assets
Police and Firefighters Pension Trust Funds
Year ended December 31, 2008

{In thousands)
Pension Trust Funds
Police Firefighters
Pension Pension Total
ADDITIONS
State of Indiana pension subsidy received from the General Fund $ 16,705 % 16370 § 33,075
Interest income and other 129 120 249
16,834 16,490 33,324
Contributions:
Employer 10,828 2,513 13,341
Plan members 14 31 45
10,842 2,544 13,386
Total additions 27,676 19,034 46,710
DEDUCTIONS
Benefits 28,690 26,389 55,079
Total deductions 28,690 26,389 55,079
Change in plan net assets (1,014) (7,355) (8,369)
Net assets — beginning 1,014 7,355 8,369
Net assets — ending 3 — § — § —
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Revenues:
Taxes
Intergovernmental
Other

Total revenues

Expenditures:
Personal services
Other services
Total expenditures

Excess (deficiency) of revenues over (under) expenditures
Other financing sources:
Transfers in
Revenues over (under) expenditures and other financing

sources

See accompanying independent auditors' report.

CITY OF INDIANAPOLIS
Fiduciary Funds
Police and Firefighters Pension Trust Funds
Schedule of Revenues and Expenditures
Budget and Actual — Budgetary Basis
Year ended December 31, 2008

(In thousands)}
Police Persion Firefighters Pension
Budget Actual Variance Budget Actual Variance
% 29031 §$ 23,840 § (5,191) § 15,904 % 14,123 % (1,781)
15,792 16,705 913 16,425 16,370 (55)
(40) 146 186 — 128 128
44,783 40,691 {4,092) 32,329 30,621 (1,708)
52,005 50,681 1,324 40,946 39,231 1,715
33 33 — 431 431 —
52,038 50,714 1,324 41,377 39,662 1,715
(7,255) © (10,023) (2,768) (9,048) (9,041) 7
1,243 375 {868) 550 9,129 8,579
5 (6,012) § (9,648) 3% (3,636) $ (8,498) $ 88 § 8,586
141



CITY OF INDIANAPOLIS
Fiduciary Funds
Combining Statement of Agency Funds Net Assets
December 31, 2008

(In thousands)
UAL DPS Retiree Irp
Sanitation  Personal E-911 Health Confiscated
15 Year Law Property Allocation Inmsurance Cash Other Total
ASSETS
Equity in pooled cash $ 213 8 6355 % 3312 % 577 8 1,939 & 562 § 12,958
Cash and investments with fiscal agents — — — — — 13 13
Investments 68 2,042 1,053 — — 180 3,343
Accrued interest receivable 1 — 8 2 — 2 13
Accounts receivable — — 166 — — — 166
Total assets $ 282 § 8397 § 4,539 § 579 § 1,939 § 757 3 16,493
LIABILITIES
Accounts payable and other accrued liabilities $ 282 § 8397 § 4,539 § 579 % 1,939 § 757 $ 16,493
Total liabilities h 282 § 8397 % 4539 % 579 § 1,939 § 757 § 16,493
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SANITATION 15 YEAR LAW FUND
Asseis:
Cash and investments
Accrued interest receivable
Tatal assets
Liabilities;
Accounts pavable
Total liabilities
UAL PERSONAL PROPERTY
Assets:
Cash and investments
Total assets
Liabilities:
Accounts payable
Total liabilities
E - 911 ALLOCATION
Assets:
Cash and investments
Accrued interest receivable
Accounts receivable
Total assets
Liabilities:
Accounts payable
Total liabilities

CITY OF INDIANAPOLIS

Fiduciary Funds
Combining Statement of Changes in Assets and Liabilities — Agency Funds
Year ended December 31, 2008
{In thousands)
Balance Balance
January 1, December 31,
2008 Deductions 2008
5 377 % —_ 96 281
2 — 1 1
b 379 % — 97 282
3 379§ e 97 282
b i 3 — 97 282
$ 8101 § 296 — 8,397
$ 8,101 296 — 8,397
5 8,101 296 —_ 8,397
$ 8,101 296 —_ 8,397
3 3732 § 990 357 4,365
15 —_ 7 ]
200 — 34 166
3 3,547 % 990 398 4,53%
3 3947 § 996 398 4,539
£ 3947 % 990 398 4,539
(continued)

See accompanying independent anditors’ report.
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CITY OF INDIANAPOLIS
Fiduciary Funds

Combining Statement of Changes in Assets and Liabilities — Agency Funds

DPS RETIREE HEALTH INSURANCE

Assets:
Cash and investments
Accrued interest receivable
Total assets
Liabitities:
Accounts payable
Total liabilities
[PD CONFISCATED CASH
Assets:
Cash and investments
Total assets
Liabilities:
Accounts payable
Total liabilities
OTHER
Assets:
Cash and investments
Cash and investments with fiscal agents
Accrued intersst receivable
Total assets
Liabilities:
Accounts payabie
Total liabilities

TOTAL — ALL AGENCY FUNDS

Assets:
Cash and investments
Cash and investments with fiscal agents
Accrued interest receivable
Acpounts receivable
Total assets
Liabilities:
Accounts payable
Total liabilities

See accompanying independent auditors' report.

Year ended December 31, 2008

(In thousands)
Balance Balance
January 1, December 31,
2008 Additions Deductions 2008

3 95 8 2,055 1,573 577
1 H — 2
$ 9% $ 2,056 1,573 579
$ 96 3 2,056 1,573 579
$ 96 2,056 1,573 579
$ 1,499 % 2,014 1,574 1,939
3 1,499 % 2,014 1,574 1,939
1,499 2,014 1,574 1,93%
b 1,499 §$ 2,014 1,574 1,939
$ 737 8 11 6 742
15 — 2 13
3 — 1 2
§ 755§ 11 9 757
755 11 9 757
$ 755 % 11 9 757
$ 14541 § 5,366 3,606 16,301
15 —_ 2 [3
21 1 9 i3
200 — 34 166
b 14,777 § 5,367 3,651 16,493
by 14,777 5,367 3,651 16,493
b3 14777 § 5,367 3,651 16,493
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CITY OF INDIANAPOLIS
Statistical Section
Table of Contents

This section of the Comprehensive Annual Financial Report presents detailed information as a context for
understanding what the information in the financial statements, note disclosures, and required supplementary
information says about the government's overall financial health.

FINANCIAL TRENDS
These schedules contain trend information to help the reader understand how the
govemment's financial performance and well-being have changed over time.

REVENUE CAPACITY
These schedules contain information to help the reader assess the government's
most significant local revenue source, the property tax.

DEBT CAPACITY -

These schedules present information to help the reader assess the affordability of the
government's current levels of outstanding debt and the government's ability to issue
additional debt in the future.

DEMOGRAPHIC AND ECONOMIC INFORMATION
These schedules offer demographic and economic indicators to help the reader understand
the environment within which the government's financial activities take place.

OPERATING INFORMATION

These schedules contain service and infrastructure data to help the reader understand
how the information in the government's financial report relates to the services the
government provides and the activitics it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the Comprehensive
Annual Financial Reports for the relevant year. The City implemented Governmental Accounting Standards
Board (GASB) Statement No. 34 effective for the fiscal year ended December 31, 2002; schedules
presenting government-wide information include information beginning in that year.

Schedule #'s

Schedules 1-5

Schedules 610

Schedules 11-15

Schedules 16-18

Schedules 19-20
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CITY OF INDIANAPOLIS

Net Assets by Component
Schedule 1
Last Four Fiscal Years
{dccrual basis of accounting}
{In thousands)
Fiscal year
2005 2006 2007 2008

Governmental activities:

Invested in capital assets, net of related debt 964,135 968,197 ¥ 1,009,258 $ 963,536

Restricted 122,202 193,243 175,864 195,743

Unrestricted (deficit) {273,286) {366,071) (402,821} (354,287)
Total governmental activities net assets §13,051 795,369 5 782,301 b 304,992
Business-type activities:

Invested in capital assets, net of related debt 86,066 76,926 & 96,070 3 01,984

Restricted 2,807 443 11,800 12,812

Unrestricted (defictt) (20,333) 11,585 (9,352) (27,348)
Total business-type activities net assets 68,540 88,954 $ 08,518 $ 77,448
Primary government:

Invested in capital assets, net of related debt 1,050,201 1,045,123 $ 1,105,328 5 1,055,520

Restricted 125,009 193,686 187,664 208,555

Unrestricted (deficit) (293,619) (354,486) {412,173) (381,635)
Total primary government net assets 881,591 884,323 $ 880,819 $ 882,440
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Expenses:
Govemmental activities:
General government
Public safety
Public works
Health and welfare
Cultural and recreation
Urban redevelopment and housing
Economic development and assistance
Interest '
Total governmental activities expenses

Business-type activities:
Waterworks
Housing Agency
Total business-type activities expenses
Total primary government expenses

CITY OF INDIANAPOLIS

Changes in Net Assets
Schedule 2
Last Four Fiscal Years
{Accrual basis of accounting)
(In thousands)
Fiscal year
2005 2006 2007 2008
43,646 § 45,133 46,890 34,652
280,370 281,214 401,015 382,716
228,881 229,993 234,673 227,589
4,598 4962 5,621 5,354
32,392 31,739 38,250 34,296
38,482 40,837 33,207 30,594
11,804 14,126 22,315 26,247
56,192 63,262 62,178 73,774
696,865 $ 711,266 844,149 815,222
120,856 $ 119,289 141,257 146,488
55,494 51,087 51,686 58,928
176,350 170,376 192,943 205,416
873,215 $ 881,642 1,037,092 1,020,638
{Continued)
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Program Revenues
Govemmentat activities:
Charges for services:
General government
Public safety
Public works
Health and welfare
Cuttural and recreation
Urban redevelopment and housing
Economic development and assistance
Operating grants and contributions
Capital grants and contributions
Total governmental activities program revemnues

Business-type activities:
Charges for services:
Waterworks
Housing Agency
Operating grants and contributions
Capital grants and contributions
Total business-type activities program revenues
Total primary government program revenues

Net (Expense) Revenue
Govemmental activities

Business-type activities

Totat p‘m'rlary government net expenses

CITY OF INDIANAPOLIS

Changes in Net Assets
Schedule 2
Last Four Fiscal Years
{dccrual basis of accounting)
{In thousands)

2005 2006 2007 2008
12,471 ¥ 13,672 14,025 $ 13,980
13,388 16,394 18,486 17,773
95,148 117,667 144,653 162,167

952 864 864 o
5,003 5,230 4,968 4,845
1,378 1,667 1,943 2,251
1,450 1,033 966 675

113,844 123,417 142,344 107,546
93,315 63,466 69,657 31,167
336,945 $ 343,410 397,906 $ 341,305
101,466 5 97,637 128,107 $ 122,658
3,808 4,646 3,691 3,885
51,127 51,139 47,733 51,415
35,848 24,925 16,039 12,601
192,249 $ 178,347 195,570 $ 190,559
529,198 $ 521,757 593,476 $ 531,864
(359,916) $ {367,856) (446,243) 3 473,917
15,899 7,971 2,627 (14,857)
(344,017} $ {359,885) (443,616) $ {488,774)
{Continued)
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General Revenues and Other Changes in Net Assets
Governmental activities:
Taxes:
Property tax
Wheel tax
County option income tax
Other taxes
Grants and contributions not restricted by function
Investment earnings not restricted by function
Miscellaneous
Total governmental activities

Business-type activities:
Investment eamings not restricted by function
Miscellaneous
Prior period adjusiment

Total business-type activities .

Total primary goverament

Change in Net Assets
Governmental activities
Business-type activitics
Total primary govemment

Note: The City began to report acerual information when it implemented GASB Statement No. 34 in fiscal year 2002,

CITY OF INDIANAPOLIS

Changes in Net Assets
Schedule 2
Last Four Fiscal Years
(Aecrual basis of accounting)
(In thousands)
2005 2006 2007 2008
$ 229238 $ 221,904 256,969 247908
13,396 12,921 12,756 13,432
45,489 57,452 110,426 188,486
18,469 17,769 16,947 19,040
6,708 16,945 13,503 4,872
8,535 18,099 17,967 11,000
1,214 5,084 4,607 11,870
b 323,049 ¥ 350,174 433,175 496,608
3 2,125 $ 5,489 4,724 4,168
151 6,954 2,213 653
— — — (3,840)
2,276 12,443 6,937 983
b 325,325 3 362,617 440,112 497,591
3 (36,867) $ (17,682) (13,068) 22,691
18,175 20,414 9,564 (10,034)
3 {18,692) 3 2,732 (3,504) 12,657
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Function/Program
Governmental activities:
General government
Public safety
Public warks
Health and welfare
Cultural and recreation
Urban redevelopment and housing
Economic development and assistance

Total governmental activities

Business-type activities:

Waterworks
Housing Agency

Totat business-type activities

Total primary government program revennes

CITY OF INDIANAPOLIS

Program Revenues by Function/Program

Schedule 3
Last Four Fiscal Years
{Accrual basis of accounting)

{In thousands}
Fiscal vear
2005 2006 2007 2008

b 12,535 L 14,154 5 14,459 14,595
64,480 71,387 98,792 70,569
212,890 216,308 242 473 222,155
3,106 2,93¢ 3,503 3,755
7,694 8,775 9,333 7,127
26,563 26,986 26,836 19,749
9,681 2,361 2,510 3,355
$ 336,949 $ 343,410 $ 397,906 341,305
3 134,389 $ 116,508 $ 133,751 124,354
57,860 61,439 61,819 66,205
192,249 178,347 195,570 190.,559
$ 529,198 b 521,757 b 593,476 531,864
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(eneral Fund:

Reserved
Unreserved

Total general fund

All other governmental funds:

Reserved

Unreserved, reported in:
Special revenue funds
Capital projects funds
Permanent fund

Total all other governmenta! funds

CITY OF INDIANAPOLIS
Fund Balances, Governmental Funds

-

Schedule 4
Last Four Fiscal Years
(Modified accrual basis of accounting}
{In thousands)
Fiscal year
2005 2006 2007 2008

$ 92,086 73,618 5 37,412 3 33,865
125,526 136,643 79,182 83,292
b 217,612 210,261 3 116,594 3 117,157
b 152,398 179,519 b 198,655 $ 230,856
1,558 511 148 (503)
19,132 75,784 100,381 103,328
336 345 361 377
b 173,424 256,159 $ 299,545 3 334,058
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CITY OF INDIANAPOLIS
Changes in Fund Balances, Governmental Funds

Schedule 5
Last Four Fiscal Years
(Modified accrual basis of accounting)
{In thousands}
Fiscal year
2005 . 2006 2007 2008
Revenues:
Taxes $ 308,197 % 310,178 % 295784 % 445,216
Licenses and permits 8,319 13,097 14,441 15,898
Charges for services 109,272 130,946 158,671 159,169
Intergovernmental revenues 122,092 131,323 158,782 112,674
Intragovernmental revenues 2,962 3,804 3,401 2,497
Traffic violations and court fees 4,320 . 4,441 4185 13,309
Interest and other operating revenues 17465 ° 30,737 44,429 25,631
Total revenues 572,627 624,526 679,693 774,394
Expenditures:

Current:

General government 25,694 24,193 25,024 18,150

Public safety 251,297 261,140 343,222 345,965

Public works 116,336 117,032 129,584 131,156

Health and welfare 4,453 4,778 5,430 5,221

Cultural and recreation 26,017 25,501 28,883 28,085

Utrban redevelopment and housing 29,827 27,946 28,355 23962

Economic development and assistance 7,359 1,773 _ 12,614 20,289
Capital outlay 82,928 117,918 194,529 138,879
Debt service:

Redemption of bonds and notes 64,270 96,412 92,076 78,811

Interest on bonds and notes 48,032 54,514 54,809 63,886

Bond and note issuance costs 1,616 2,026 3,760 1,160

Operating lease payments and administration 19,213 19,054 19,636 15,399
Total expenditures 677,042 752,287 937,922 871,003
Deficiency of revenues under expenditures $ (104415) § (127,761) % {258,229) % (96,609)

(Continued) 151



CITY OF INDIANAPOLIS
Changes in Fund Balances, Governmental Funds

Schedule 5
Last Four Fiscal Years
(Modified accrual basis of accounting)
(In thousands)
Fiscal year
2005 2006 2007 2608

Other financing sources (uses):

Bonds and notes issued $ 158971 % 199,999 § 198,915 § 129,675

Premium on bonds and notes issued — 2,691 5,381 1,647

Refunding bonds issued — — 89,410 —_

Payment to refunded bond escrow agent — — (86,697) —

Sale of capital assets 393 455 939 363

Transfers in 44,935 45,313 60,253 82,245

Transfers out {44,935) (45,313} (60,253) {82,245}
Taotal other financing sources (vses) 159,364 203,145 207,948 131,685
Net change in fund balances (deficits) k3 54949 § 75,384 % (50,281) 3 35,076
Debt service as a percentage of noncapital expenditures 28% 35% 28% 27%
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CITY OF INDIANAPOLIS

Tax Revenues by Source, Governmental Funds

Schedule 6
December 31, 2008
(Modified accrual basis)
(In thousands)
Local opticn
Fiscal year Property income tax Wheel tax Other (a) Total taxes
2005 $ 230,073 § 46236 $ 13,396 § 18,492 308,197
2006 222,202 57,345 12,921 17,710 310,178
2007 194,501 71,571 12,756 16,956 295,784
2008 243,042 170,651 13,432 18,091 445,216

(2)

Includes financial institution and other local taxes.
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CITY OF INDIANAPOLIS
Assessed Value and Estimated Actual Value of Taxable Property

Schedule 7
Decerber 31, 2008
{In thousands)
Total Estimated Taxable assessed
Total taxable direct actual value as a

Fiscal Residential Commercial Industrial Personal assessed tax taxable percentage of
year property property property property Other value (a) (b) rate value actual taxable value (a)

2005 % 20,253,137 §. 12,183,743 8§ 1,614,660 § 7229661 § 508,322 % 41,789,523 34750% % 41,789,523 100%

2006 20,737,062 11,877,672 1,604,481 7,770,818 482,842 42 472,875 3.5964 42,472,875 100

2007 24,627,515 15,930,401 2,733,130 5,935,716 597,690 49,824,452 37166 49,824 452 100

2008 {c) {c) (c) {c} (c) 47,869,943 3.5490 47,869,943 100

Note: Tax-exempt property for 2008 of 33,590,076 represents charitable organizations and other deductions. Government property is generally not assessed.
(a) Represents the assessment (Marion County Auditor's "certified abstract™) on March 1 of the prior year for taxes due and payable in the year indicated.

(b) In 2008, total taxable assessed value includes $2,868,429 of assessed valuation for Marion County Tax Increment Financing Districts.
{c) Due to the implementation of a new property tax system in 2008, the use code analysis that breaks down property by type is temporarily unavailable.
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City of Indianapolis
Direct and Overlapping Governments Property Tax Rates {a) (b}
Schedule 8
Last Four Fiscal Years
(Rate per 3100 of assessed value)

Overlapping rates
City of Indianapolis Connty direct rates Other direct rates Total
Debt Total Total City- direct and
Operating  service city Municipal County Council ’ overlapping
Year millage  millage millage County corporations approved School State Other rates
2005 09442  0.0369 09811 04163 0.3650 1.7345 1.6744 0.0024 0.0637 44561
2006 0.9057  0.0368 09425 0.4131 0.3651 1.6663 1.7172 0.0024 0.0644 43928
2007 0.8330  0.0416 0.8746 0.5708 0.3320 1.4987 1.8713 0.0024 0.0656 43126
2008 0.8692  0.0228  0.8920 0.4936 0.3421 1.5256 1.7668 0.0024 0.0553 42421

(a) Rate of District 101 (Indianapolis-Center Township), which is the only rate that includes all major services,
(b) Data presented is per the Marion County Auditor's Office.
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CITY OF INDIANAPOLIS
Principal Property Tax Payers

Schedule 9
December 31, 2008
{In thousands)
2008
Perceniage
of total city
Taxable taxable
assessed assessed
Principal taxpayers value (a) Rank vatue
Eli Lilly and Company 1,274,299 1 2.832%
Indianapolis Power & Light 375,105 2 0.834
Indiana Bell 320,937 3 0.713
Simon Property Group 319,374 4 0.710
General Motors 289,988 5 0.644
Sexton Properties 249,597 6 0.555
Citizens Gas & Coke Utility 183,897 7 0.409
Macquarie Office Monument 181,601 8 0.404
American United Life 157,193 9 0.34¢
Community Hospital Foundation 130,955 i0 0.291
Pugan Realty, LLP 126,140 11 0.280 -
Keystone Investors, LLC 115,274 12 0.256
Duke Weeks Realty, LP 111,358 13 0.247
Rolls-Royce 98,957 14 0.22¢
Roche Diagnostics Corp 95,080 15 0.211
Target 94,682 16 0.210
Indianapolis Motor Speedway 04,574 17 0.210
Intemnational Truck and Engine 94,317 18 0.210
SVC Manufacturing 88,830 19 0.197
VV USA City, LP 84,583 20 (.188
4,486,747 9.97

(a) Represents the March 1, 2007 valuations for taxes due and payable in 2008 as represented by the taxpayer.

Amounts in thousands. Net assessed valuation was determined using public records from the Marion County Treasurer's Office.

156



CITY OF INDIANAPOLIS
Property Tax Levies and Collections

Schedule 10

Last Ten Fiscal Years

(In Thousands)

(a)
(b)
(c}
CY
(¢)

Fiscal Collected within the
year Taxes levied fiseal vear of the levy Collections Total collections to date
ended for the Percentage in subsequent Percentage
December 31 fiscal year (a) Amount of levy years Amount (c) of levy
1999 172,166 162,624 94.5% $ 7,496 170,120 98.81%
2000 168,633 163,830 (b) 97.1 7,538 171,368 101.61
2001 168,777 163,786 97.0 7,093 170,879 131.25
2002 166,351 161,582 97.1 8,049 169,631 101.97
2003 173,506 172,068 99.2 6,476 178,544 102.90
2004 163,091 159,523 97.8 7,502 167,025 102.41
2005 173,583 165,443 953 5,995 171,438 (d) 98.76
2006 175,485 168,359 93.9 4,501 172,860 (&) 98.50
2007 192,223 192,946 100.4 3,587 196,533 (d) 102.24
2008 196,824 (e (e) (e) (e {®

Taxes levied represents the total city Jess the tax increment replacement levy.

Beginning in 2000, taxes collected do not include tax incremental finance (TIF) taxes.

Data presented on the cash basis in years prior to 2007.

Total coliections for 2005, 2006, and 2007 include refunds for prior years that were withheld from the City's final tax distzibution.

The final 2008 billing was not issued until June 2009; collections for property taxes have been advance distributions.
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CITY OF INDIANAPOLIS
Ratlos of Outstanding Debt by Type
Schedule 11
Last Four Fiscal Years
{In thousands, except per capita)

Governmental activities Business-type activities
Tax Waterworks Waterworks  Housing Agency Total Percentage
Fiscal Serial inerement Net revenue Notes Capital net revenue notes capital primary of personal Per
year bonds bonds bonds payzble leases bonds payable leases government income (a) capifa (a)
20035 3 338642 3§ 468392 § 249,193 § 42648 % 2,020 3 701,381 3 869 § 2,506 % 1,805,651 3.03% 3 110
2006 320,385 438,863 406,626 47,628 1,112 707,586 651 ' 1,388 1,924,739 3.05 116
2007 305,051 442,678 567,104 29,239 i51 814,893 3,768 1,248 2,164,132 328 128
2008 319441 490,169 572,965 27,384 — 809,934 1,884 1,030 2,222,807 3.36 131

(a)  See schedule 16 for personal income and population data. These ratios are calculated using personal income and population.
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CITY OF INDIANAPOLIS
Ratios of General Bonded Debt Qutstanding
Schedule 12
Last Four Fiscal Years
(In thousands, except per capita)

General bonded
debt outstanding
Percentage of
Serial actual taxable
Fiscal bonds value of Per
year payable Total property (b) capita (a)
2005 338,642 338,642 0.854% $ 0.44
2006 320,385 320,385 0.754 0.40
2007 305,051 305,051 0.612 0.38
2008 319,441 319,441 0.667 0.40
Note:  Details regarding the City's outstanding debt can be found in the notes to the financial statements.
{(a) Population data can be found in schedule 16.
(b)  Property value data can be found in schedule 7.
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CITY OF INDIANAPOLIS Page 1
Schedule of Direct and Overlapping Debt and Bonded Debt Limit (a)

Schedule (3
December 31, 2008
(In thousands)
Map reference Assessed Bonding limit Bonds
Direct Debt: (see introduction (g)) value (f) - % Dollar amount outstanding
City of Indianapolis: :
Civil City 2 $ 41,924,771 0.67% $ 280,896 $ 92,695
Consolidated County ; 45,001,514 (c) — —
Park District l 45,001,514 (h) — 25,960
Redevelopment District 2 41,924,771 (h) — 30,029
Flood Control District 1 45,001,514 0.67% 301,510 13,295
Metropolitan Thoroughfare District 1 45,001,514 1.33% 598,520 48,741
Sanitary District 8 41,237,673 4.00% 1,649,507 64,426
Police Special Service District 5 12,827,896 ) — —_
Fire Special Service District 6 12,162,059 b) — —
Solid Waste Collect Special Service District 7 41,986,074 b — —
Solid Waste Disposal District 7 41,986,074 2.00% 839,721 —
Pub Safety Comm and Cotnp Facilities District 1 45,001,514 0.67% 301,510 44,295
Total City Debt $ 3,971,664 $ 319,441
Overlapping:
Marion County 1 h 45,001,514 0.67% b 301,510 $ —
Muaicipal Corporations: _
Airport Authority 1 45,001,514 0.67% £ 301,510 5 —
Health & Hospital Corporation 1 45,001,514 0.67% 301,510 42,635
Capital lmprovement Board 1 45,001,514 0.67% 301,510 —
Indpls-Marion Co. Building Authority 1 45,001,514 (d) — 22,210
indianapolis-Marion County Library 4 43,803,267 0.67% 293,482 117,770
{ndianapolis Public Transportation Corp. 2 42.46],518 0.67% 284,492 12,025
Total Municipal Corporations ' $ 1,482,504 $ 194,640
School Districts:
Beech Grove 9 3 505,646 Y] L) 42,513 £ 45,341
Decatur 9 1,024,135 (i 156,129 8,127
Franklin 9 2,281,034 (i 207,711 274,055
Indianapolis Public Schools 9 11,662,844 (1) 502,837 28,795
Lawrence 9 6,060,720 (i) 244 305 24,295
Perry 9 3,961,061 () 212,610 119,543
Pike 9 5,674,791 (i) 193,646 49,140
Speadway 9 692,601 (i) 13,852 —_

(Continued)
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CITY OF INDIANAPOLIS Page 2
Schedule of Pirect and Overlapping Debt and Bonded Debt Limit {a)

Schedule 13
December 31, 2008
(Tn thousands}
Map reference Assessed Bonding limit Bonds
(see imtroduction (g)) value (f) % Dollar amount outstanding
School Districts (continued):

Warren 9 b 3,102,132 )] $ 208,418 3 —
Washington 9 6,839,102 €] 144,513 62,005
Wayne 9 3,197,448 m 314,510 205,035
Total School Districts $ 45,001,514 $ 2,241,044 3 906,336

Other Cities and Towns:
Beech Grove 2 $ 536,746 0.67% $ 3,596 S 1,155
Lawrence 2 1,786,093 0.67% 11,967 6,775
Southport 2 61,303 0.67% 411 —
Speedway 2 692,601 0.67% 4,640 2,310
Total Towns and Other Cities 3 3,076,743 $ 20,614 $ 10,240

Townships:

Center 3 b 6,011,280 0.67% ) 40,276 $ —
Decatur 3 1,026,264 0.67% 6,876 965
Franklin 3 2,433,647 0.67% 16,305 4,122
Lawrence 3 6,552,384 0.67% 43,901 —
Perry 3 4,356,047 0.67% 29,186 6,542
Pike 3 5,421,926 0.67% 36,327 5,974
Warren 3 4,186,458 0.67% 28,049 —
Washington 3 9,505,163 0.67% 63,685 —
Wayne 3 5,124,515 0.67% 34,334 —
Total Townships 3 44,617,684 $ 208,939 $ 17,603

Excluded Library Districts:
Beech Grove 4 $ 505,646 0.67% 3 3,388 $ 349
Speedway 4 692,601 0.67% 4,640 225
Total Excluded Cities Library Districts $ 1,198,247 $ 8,028 $ 574
Ben Davis Conservancy District $ 209,540 (@) $ —
Total overlapping debt ' $ 1,129,393
Total direct and overlapping debt 5 1,448,834

(Continued) 181



(a}

(c}
(d

(e)
)

{h
{i

CITY OF INDIANAPOLIS
Schedule of Direct and Overlapping Debt and Bonded Debt Limit {a)
Schedule 13
December 31, 2008
{In thousands)

Excludes revenue bonds not payable from ad valorem taxes.

Na bonding authority.

No bonding authority from ad valorem taxes.

There is no debt limit for the Building Authority. Its debt service requirements are funded by rentals paid by the City of Indianapolis and Marion
County from ad valorem taxes mandated by the Authority's enabling legislation.

Ben Davis Conservancy District has no bonding limit. Bonds are payable from either collection of special benefit taxes or revenues produced from
the project per Indiana Code 13-3-3-81.

Represents the March 1, 2007 (Marion County Auditor's "certified abstract™) assessment for taxes due and payable in 2008,

See pages XV and XV1L

There is no stattory constitutional debt limitation to the Park and Redevelopment Districts,

A statutory 2% limit on school district debt does not apply to any debt that is incurred by a school district building corporation for the purpose of constructing
facilities to be leased to the schoot district at rentals sufficient to fund the corporation's annual debt service reqmrements The bonding limit shown is the
sumn of the statutory limit plus the outstanding building corporation debt.
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Civil City

Consolidated County

Park District

Redevelopment District

Flood Control District

Metropolitan Thoroughfare
District

Samitary District

Police Special Service District

Fire Special Service District

Solid Waste Collection Special
Service District

Solid Waste Disposal District

Public Safety Communications
and Computer Facilities

" District

(2) No bonding authority payable from ad valorem taxes.

CITY OF INDIANAPOLIS
Computation of Legal Debt Margin (a)

Schedule 14
December 31, 2008
{In thousands)
Total net debt
applicable to the

Assessed Debt limit Bonds Plus amount available Legal debt limit as a percentage
value (b) percentage Debt limit outstanding Subtotal in debt service fund margin of debt limit

41,924,771 0.67% $ 280,896 $ 92,695 $ 188,201 § 9,826 198,027 29.50%

45,001,514 (a) — — — — — —

45,001,514 {b) — 25,960 —_ (902) — —

41,924,771 (b) — 30,029 — 4,438 — —

45,001,514 0.67% 301,510 13,295 288,215 30 288,245 4.40%

43,001,514 1.33% 598,520 48,741 549,779 {1,463) 548,316 8.39%

41,237,673 4,00% 1,649,507 64,426 1,585,081 3,026 1,588,107 31.72%

12,827,896 © —_ - — — — —

12,162,059 ) — — — — — —

41,986,074 ) — — — — — —

41,986,074 2.00% 839,721 — 839,721 — 839,721 —

45,001,514 0.67% 301,510 44295 257,215 — 257,215 14.65%

(b)  There is no statutory constitutional debt limitation applicable to the Park and Redevelopment Districts.

(¢} Nobonding authority.

163



CITY OF INDIANAPOLIS

Pledged-Revenue Coverage
Schedule E5
Last Four Fiscal Years
{Tn thousends)
Sanitary bonds Water revenue bonds
Direct Net revenue Diirect Net revenue
Fiscal Gross operating available for Debt service Fiscal Gross operating available for "~ Debt service
year revenue (a) EXpense debt service Principal Interest Coverage year revenue (b)  expense debt service Principal Interest Coverage
2005 $ 67,462 % 47112 § 20,350 § 6,754 § 5,757 1.63 2005 § 103480 § 65016 § 38464 § 1,240 § 33464 111
2006 81,693 47,797 33,896 9,444 7,112 2.05 2006 103,821 70,489 33,332 1,680 28,698 1.10
2007 104,932 50,214 54,718 19,899 10,330 1.81 2007 131,953 86,649 45,304 975 31,148 1.41
2008 117,516 . 53259 64,257 19,278 14,799 1.89 2008 122,658 73,938 48,720 6,240 40218 0.88
_ ‘Wheel tax bonds Redevelopment revenue bonds Property tax increment bonds
Fiscal ‘Wheel tax Debt service City cumulative Deb¢ service Tax increment Debt service
year revenue (c) Principal _ Interest Covernge funds (d) Principal Interest Coverage revenues (e} Principal Interest Coverage
2005 $ 14,406 % 4775 % 1,813 215 $ 520 § 390 % 147 1.05 3 56932 % 18697 § 21278 142
2006 15,866 5,005 1,701 2.37 556 400 101 L1 47,348 36,139 22,923 0.80
2007 15,712 3,180 1,144 3.63 522 410 83 1.06 32,325 24,208 21,253 0.71
2008 13,432 5,480 1,238 2.00 510 400 70 1.09 57,717 24,935 16,757 1.38
MECA bonds Economic development bonds Golf bonds
Fiscal E911 Debt serviee Parking Debt service Golf course : Diebt service
year fees (f) Principal Interest Covernge fees (g) Principal  Inferest Coverage revenue (h) Principal Interest  Coverage
2005 §- 1673 % 1280 § 413 0.99 3 169 § — § 1,305 1.30 $ 320 % 160 § 104 1.21
2006 1,368 1,330 367 0.81 1,940 160 1,487 122 405 175 100 147
2007 1,812 1,380 317 1.07 1,659 —_ 1,647 1.01 337 185 a5 1.23
2008 1.643 1,445 251 0.97 2,060 60 1,898 1.05 353 1,698 153 0.1%
Facilities revenus bonds
Fiscal E-911 Debt sexvice
year fees (f) Principal Interest Coverage
2005 NA NA NA NA
2006 NA NA NA NA
2007 § 1,256 § 610 3 712 0.95
2008 1,593 235 834 0.93

{a) Sewer user fees

{b) Water sales

{c} Wheel taxes on vehicles

(d) City cumulative capital development fund revenue transfers

(¢} Property tax increment revenues collected in TIF districts

{f [E-911 fees collected from telephone companies

{g} Fees from parking garage

{h) Golf fees from specific golf courses

(i) Charge back to City-County agencics

(i) Debt coverage ratio is low because in 2008 the golf bonds were paid in full before their maturity date.
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CITY OF INDIANAPOLIS

Demographic and Economic Statistics

Schedule 16
Last Four Fiscal Years
Personal Per
income capita Education
Calendar (thousands personal Median level in years
year Popalation  (a) of dollars) b income {b) age (<) of schooling  (a)
2005 765,310 $ 59,683,000 36,391 34.80 12
2006 795,484 63,058,000 37,849 3590 12
2007 805,489 66,073,000 38,980 35.50 12
2008 795,458 66,073,000 {f) 38,980 () 35.50 12

(a) U.S. Census Burean
(b) Bureau of Economic Analysis
(c}) Demographics USA

(d) Data presented is per the Indiana Department of Public Instruction for Marion County, all districts.
(e} Department of Labor

(f) This information will be released by the Bureau of Economic Analysis on August 8, 2009; therefore prior year numbers were utilized.

School Unemployment
enrollment  (d) rate
135,703 4.80%
137,757 4.40
140,546 4.50
145,569 5.60

(e}

165



CITY OF INDIANAPOLIS
Principal Employers
Schedule 17
December 31, 2008

2008 (b)

Percentage

of total city
Employer Employees Rank employment (a)
Clarian Health Partners, Inc 12,763 1 2.74%
Eli Lilly and Company 11,550 2 2.48%
TUPUL 7,066 3 1.52%
Federal Express Corp 6,311 4 1.36%
Community Health Network 5,341 5 1.15%
Rolls-Royce 4,300 6 0.92%
St. Vincent Hospitals & Health Service, Ine 4,152 7 0.89%
WellPoint inc 3,950 8 0.85%
Allison Transmission/Drivision of GMC 3,300 9 0.82%
AT&T . 3,000 10 0.65%

{a) Percentage of total City employment is calculated by using total Employed Labor Force,
which can be found at www.stats.indiana edu.

{b) Largest employers can be found at www.indypartnership.com (Indy Partnership),
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General Government

Protection of People
Police Department
Fire Department
Other (Civilian)

Public Works

Parks and Recreation

Redevelopment

Total full-time City employees

Note: A full-time employes is scheduled to work 2,080 hours per year (including vacation and sick leave), Full-time equivalent

CITY OF INDIANAPOLIS
Full-Time Equivalent City Government Employees by Function/Program
Schedule 18
December 31, 2008

2006 2007
250 264 268

1,465 1,666 1,871

792 978 1,092

64 398 74

647 648 637

450 452 414

218 227 244

3,886 4,633 4,600

employment is calculated by dividing total labor hours by 2,080.
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CITY OF INDIANAPOLIS
. Operating Indicators by Function/Program
Schedule 19
December 31, 2008

2006 2007 2008
Function/program

General government )

Building permits tssued 48,858 41,470 34,517

Building inspections conducted 65,314 73,781 76,101

Households assisted with entitlement grants 3,767 4,131 5,168
Police

Physical arrests 37,740 44,903 52,247

Parking violations 22,335 12,692 10,912

Traffic violations 42278 43,780 68,937
Fire

Emergency responses 68,240 435,966 136,198

Dispatched fire tuns 52,948 15,783 16,331

Inspections 2,155 4,552 : 4,663
Refuse collection

Refuse collected (tons per day} 816 890 1,075

Leaves collected {tons per year) 10,341 6,762 6,741
Other public works

Street resurfacing (miles) 90 95 155

Pothole work orders completed (a) 13,246 9,000 12,094
Parks and recreation

Number of facility and park inspections 758 476 1,200

Community park and facility attendance 5,238,625 7,636,927 6,636,487
Water

Service repaits 457 661 889

Water main repairs 407 783 593

Average daily consumption (millions of gallons) 139 152 138

Total system pumpage (millions of gallons) 50,633 55,369 50,347
‘Wastewater

Average daily sewage treatment (millions of gallons) 206 183 190

(a) Work order can consist of one pothole or multiple potholes. 168



CITY OF INDIANAPOLIS
Capital Asset Statistics by Function/Program
Schedule 20
December 31, 2008

Sources: Various City department reports.

Function/program 2006 2007 2008
Public Safety
Police stations 5 6 7
Police vehicles and other rolling stock 1,778 2,057 2,015
Fire stations 26 35 35
Fire vehicles and other rolling stock 178 259 258
Emergency management vehicles and other rolling stock 11 10 9
Animatl control vehictes and other rolling stock 28 31 29
Other Public Works
Streets {miles} 3,161 3,193 3215
Sidewalks (miles) 2,702 2,705 2,707
Bridges 512 513 512
Traffic signal installations 1,124 1,125 1,125
Miles of sanitary sewers 3,086 3,086 3,116
Miles of storm sewers and drainage 1,478 1,494 1,500
Public works vehicle and other rolling stock 538 551 337
Wastewater treatment capacity {million gallons per day) 320 320 320
Culture ard Recreation
Parks 192 192 192
Park properties — acreage 11,018 11,140 11,160
Playgrounds 131 131 127
Golf courses 13 13 13
Swimming pools — outdoors 11 16 16
Swimming pools — indoors 6 6 8
Recreational centers 25 25 25
Waterworks
Treatment plants t0 10 10
Pumping stations i8 24 18
Water mains (miles) 4,240 4,422 4.462
Fire hydrants 38,808 39,077 39,487
Water storage tanks £7 21 26
Storage capacity {millions of gallons) 78,960 78,960 78,960
Waterworks vehicles and other rolling stock 214 297 316
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis — Marion County)

Schedule of Expenditures of Federal Awards
For the year ended December 31, 2008

Amount
passed through Total
CFDA to federal
Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures
U.S. Department of Agriculture:
Indiana State Department of Education N/A Summer Food Service Program for Children 10559 $ — 384,612
Total U.S. Department of Agriculture — 384,612
U.S. Department of Housing and Urban Development:
Homeownership Zone Grant 14.179 — 2,452
Community Development Block Grants / Entitlement Grants 14.218 5,356,279 10,773,732
Emergency Shelter Grants Program 14.231 360,201 380,476
Supportive Housing Program 14.235 1,767,988 1,796,827
Shelter Plus Care 14.238 1,052,136 1,052,136
Home Investment Partnerships Program 14.239 2,502,040 2,834,336
Housing Opportunities for Persons with AIDS 14.241 759,948 781,530
Total U.S. Department of Housing and Urban Development 11,798,592 17,621,489
U.S. Department of Interior:
U.S. Fish and Wildlife Service 301815J078: Mod #1, Mod #2, Mod #3 Fish and Wildlife Management Assistance 15.608 — 7,771
U.S. Fish and Wildlife Service 301810J026 North American Wetlands Conservation Fund 15.623 — 96,068
Urban Park and Recreation Recovery Program 15.919 — 8,018
Total U.S. Department of Interior — 111,857
U.S. Department of Justice:
Federal Equitable Share Law Enforcement 16.XXX — 958,445
Alcohol Tobacco and Firearms Joint Operations 16.XXX — 35,552
USM Overtime 16.XXX — 4,634
DEA Overtime 16.XXX — 12,536
FBI Overtime 16.XXX — 45,537
Safe Streets Gang Initiative 16.XXX — 10,537
Total 16. XXX — 1,067,241
Services for Trafficking Victims 16.320 73,910 265,191
Marion County Justice Agency 2005-JB-FX-0039, 2006-JB-FX-0024 Juvenile Accountability Block Grants 16.523 — 18,672
Indiana State Police 2003 MCCXK002 Missing Children’s Assistance 16.543 — (2,561)
Gang-Free Schools and Communities-Community-Based
Gang Intervention 16.544 — (100)
National Institute of Justice Research, Evaluation, and
Development Project Grants 16.560 — 85,567
Indiana Criminal Justice Agency 05VA158, 04VA160, 05VA143, 06VA132,
5ST308, 05VA083, and 06VVA096 Crime Victim Assistance 16.575 — 178,584
Indiana Criminal Justice Agency 04-DB-0949, 02-DB-060, 03-DB-072 Edward Byrne Memorial Formula Grant Program 16.579 — 1,105
Marion County Justice Agency 05-DJ-068 Edward Byrne Memorial Formula Grant Program 16.579 — (7,848)
Total 16.579 — (6,743)
Grants to Encourage Arrest Policies and Enforcement of
Protection Orders 16.590 310,041 400,590
Local Law Enforcement Block Grant Program 16.592 — 4,063
Community Capacity Development Office 16.595 65,554 244,284
Bulletproof Vest Partnership Program 16.607 — 15,280
Indiana Criminal Justice Agency 03-GPS-019, 03-GPS-022 Community Prosecution and Project Safe Neighborhoods 16.609 — 176,494
Indiana Criminal Justice Agency 03-GPS-021 State and Local Anti-Terrorism Training 16.614 — 1,594
Public Safety Partnership and Community Policing Grants 16.710 — 4,520
Gang Resistance Education and Training 16.737 — 121,700

(continued)



CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis — Marion County)

Schedule of Expenditures of Federal Awards
For the year ended December 31, 2008

Amount
passed through Total
CFDA to federal
Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures
Edward Byrne Memorial Justice Assistance Grant Program 16.738 — 1,474,606
Marion County Auditor 2007-DJ-BX-0018 Edward Byrne Memorial Justice Assistance Grant Program 16.738 — (58,834)
Indiana Criminal Justice Agency 05DJ017, 06DJ055, 05DJ087 Edward Byrne Memorial Justice Assistance Grant Program 16.738 — 94,511
Total 16.738 — 1,510,283
Indiana Criminal Justice Agency 06AGS001 Anti-Gang Initiative 16.744 — 37,248
Total U.S. Department of Justice 449,505 4,121,907
U.S. Department of Transportation
Indiana Department of Transportation 0600068, 0710069, 0600790 Highway Planning and Construction 20.205 — 2,871,058
Indiana Department of Transportation 03C1090P Federal Transit — Capital Investment Grants 20.500 — 148,667
Highway Planning and Construction Cluster:
Indiana Criminal Justice Agency PT-06-04-07-42 State and Community Highway Safety 20.600 — (3,756)
154HE2007080102, PT-08-04-01-06, 302BC9,
Marion County Prosecutor and PT-08-04-01-07 State and Community Highway Safety 20.600 — 299,627
Total 20.600 — 295,871
Alcohol Traffic Safety and Drunk Driving Prevention
Indiana Criminal Justice Agency K4-2009-03-03-20, 154AL-07-02-02-06 Incentive Grants 20.601 — 196,236
Alcohol Traffic Safety and Drunk Driving Prevention
Marion County Prosecutor K4-2009-03-02-05, 302BC9 Incentive Grants 20.601 — 129,656
Total 20.601 — 325,892
Total U.S. Department of Transportation — 3,641,488
U.S. Department of Treasury:
Alcohol Tobacco and Firearms Joint Operations 21 XXX — 73,616
Immigration and Customs Joint Operations 21 XXX — 66,081
Drug Enforcement Agency Task Force Joint Operation 21.XXX — 36,131
Federal Bureau Investigations Joint Operations 21 XXX — 78,883
Gang Task Force FBO Joint Operations 21 XXX — 77,201
Total 21.XXX — 331,912
Taxpayer Service 21.003 21,931 21,931
Total U.S. Department of Treasury 21,931 353,843
Environmental Protection Agency:
Indiana Department of Environmental Management 305-05-3, A305-6-168 Air Pollution Control Program Support 66.001 — 387,693
Surveys, Studies, Research, Investigations, Demonstrations and
Special Purpose Activities Relating to the Clean Air Act 66.034 — 87,300
Indiana Department of Environmental Management A305-6-168 Surveys, Studies, Research, Investigations, Demonstrations and
Special Purpose Activities Relating to the Clean Air Act 66.034 — 93,346
Total 66.034 — 180,646
CS18223301, CS18230501, CS18235801, CS18241201,
Indy 6-2004 B, WW0501497, WW12/5 Indy Loan
State of Indiana Budget Agency #8, Indy Loan 9, Indy Loan 10 Capitalization Grants for Clean Water State Revolving Funds 66.458 — 22,200,340
Brownfields Assessment and Cleanup Cooperative Agreements 66.818 — 84,973
Total Environmental Protection Agency — 22,853,652
U.S. Department of Education:
Indianapolis Public Schools U215J080108A Twenty-First Century Community Learning Centers 84.287 — 138,899
National Institute on Early Childhood Development and Education 84.307 — 720
Total U.S. Department of Education — 139,619
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated City of Indianapolis — Marion County)

Schedule of Expenditures of Federal Awards
For the year ended December 31, 2008

Amount
passed through Total
CFDA to federal
Federal grantor/pass-through grantor Pass-through grantor number Program title number subrecipients expenditures
Department of Homeland Security:
DHS Law Enforcement Assistance 97.XXX $ — 10,115
Homeland Security Grant Program Cluster:
Indiana Department of Homeland Security C44P-7-031 State Homeland Security Grant Program — FFY 2003 Funding 97.004 — 19,944
Urban Areas Security Initiative Grant Program — FFY 2005

Indiana Department of Homeland Security C44P-5-240 and C44P-7-405 Funding 97.067 1,235,450 1,933,751

Law Enforcement Terrorism Prevention Program - FFY 2006
Indiana Department of Homeland Security C44P-9-184A Funding 97.067 — 153,992
Indiana Department of Homeland Security C44P-7-406 Metropolitan Medical Response System — FFY 2006 Funding 97.067 — 189,692
Indiana Department of Homeland Security C44P-9-338A Metropolitan Medical Response System — FFY 2007 Funding 97.067 — 74,343

Law Enforcement Terrorism Prevention Program - FFY 2007
Indiana Department of Homeland Security C44P-9-370A Funding 97.067 — 1,270
Total 97.067 1,235,450 2,353,048

C44P-9-217A, C44P-8-191A, C44P-7-328,
Indiana Department of Homeland Security C44P-7-474, and C44P-7-414 State Homeland Security Program (SHSP) FFY 2005 Funding 97.073 264,036 1,744,066
Law Enforcement Terrorism Prevention Program (LETPP) -
Indiana Department of Homeland Security C44P-8-118A and C44P-9-349A FFY 2005 Funding 97.074 — 49,541
Total Homeland Security Grant Program Cluster 1,499,486 4,166,599
Indiana Department of Homeland Security C44P-9-234 Urban Areas Security Initiative — FFY 2004 Funding 97.008 — 152,314
National Urban Search and Rescue (US&R) Response System 97.025 — 2,685,556
Indiana Department of Natural Resources EMC-2006-CA-7016 Flood Mitigation Assistance 97.029 — 96,421
Indiana Department of Fire and Building Services EMW2003CA0103, EM3238 Disaster Grants — Public Assistance (Presidentially Declared) 97.036 — 1,155,964
Indiana Department of Homeland Security C44P-8-L1104145A, C44P-8-218A, C44P-9-617A Emergency Management Performance Grants 97.042 — 86,961
EMW-2005-FG-20986, EMW2006FG09967,

Indiana Department of Fire and Building Services EMW2006FG17192, and EMW2007FP01270 Assistance to Firefighters Grant 97.044 — 881,115
Indiana Department of Homeland Security #18751967 Pre-Disaster Mitigation 97.047 — (15,000)
Indiana Department of Homeland Security C44P-6-007, C44P-9-442A Citizen Corps 97.053 — 8,935
Indiana Department of Homeland Security C44P-7-009 Buffer Zone Protection Plan (BZPP) 97.078 — 66,135
Indiana Department of Environmental Management A305-6-168 Homeland Security Biowatch Program 97.091 — 134,556
Total Department of Homeland Security 1,499,486 9,429,671
Total Expenditures of Federal Awards $ 13,769,514 58,658,138

N/A Pass-through grantor number not available
See accompanying notes to schedule of expenditures of federal awards and independent auditors’ report.
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Notes to Schedule of Expenditures of Federal Awards
For the year ended December 31, 2008

General

The accompanying schedule of expenditures of federal awards (schedule) presents the activity of federal
awards programs received by City of Indianapolis, Indiana (City), a component unit of the Consolidated
City of Indianapolis — Marion County. The City’s reporting entity is defined in note 1 to the City’s
financial statements. For the purposes of the schedule, federal awards include grants, contracts, loans, and
loan guarantee agreements entered into directly between the City and agencies and departments of the
federal government or passed through other government agencies or other organizations. The City’s federal
awards are defined as being those administered directly by the City.

Basis of Accounting

The accompanying schedule has been prepared on an accrual basis of accounting as permitted by the U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and in conformity with U.S. generally accepted accounting principles.

Basis of Presentation

The accompanying schedule does not include expenditures related to federal awards administered by the
Indianapolis Housing Agency, an enterprise fund or the Partners for Affordable Housing, a discretely
presented component unit of the City because their federal awards programs are reported upon separately.



M KPMG LLP

Suite 1500
111 Monument Circle
Indianapolis, IN 46204

Independent Auditors’ Report on Internal Control over
Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Mr. David P. Reynolds
Controller and the Audit Committee
City of Indianapolis, Indiana:

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
City of Indianapolis, Indiana (the City), a component unit of the Consolidated City of Indianapolis —
Marion County, as of and for the year ended December 31, 2008, which collectively comprise the City’s
basic financial statements, and have issued our report thereon dated July 21, 2009. Our report was modified
to include reference to other auditors, reference to the restatement of the January 1, 2008 net assets of the
Indianapolis Housing Agency, an enterprise fund, and the discretely presented component unit, and the
adoption of Governmental Accounting Standards Board (GASB) Statement No. 50, Pension Disclosures —
an Amendment of GASB Statements No. 25 and 27, in 2008. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Other auditors audited the financial statements of the Indianapolis Housing Agency, an
enterprise fund, and the discretely presented component unit as described in our report on the City’s
financial statements. This report does not include the results of the other auditors’ testing of internal
control over financial reporting or compliance and other matters that are reported on separately by those
auditors.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and, therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as discussed below, we identified certain deficiencies in internal control over financial reporting
that we consider to be material weaknesses and other deficiencies that we consider to be significant
deficiencies.

A significant deficiency is a deficiency, or combination of deficiencies in internal control over financial
reporting that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. We consider the deficiencies described in the accompanying schedule of
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findings and questioned costs as items 08-10 through 08-13 to be significant deficiencies in internal control
over financial reporting.

A deficiency in internal control over financial reporting exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. We consider the deficiencies in the City’s internal control over
financial reporting described in the accompanying schedule of findings and questioned costs as items 08-01
through 08-09 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City in a separate letter dated July 21,
20009.

The City’s responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. We did not audit the City’s responses, and accordingly, we express no
opinion on them.

This report is intended solely for the information and use of management, the audit committee, others
within the entity, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

KPMme P

Indianapolis, Indiana
July 21, 2009



M KPMG LLP

Suite 1500
111 Monument Circle
Indianapolis, IN 46204

Independent Auditors’ Report on Compliance with Requirements Applicable
to Each Major Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

Mr. David P. Reynolds
Controller and the Audit Committee
City of Indianapolis, Indiana:

Compliance

We have audited the compliance of the City of Indianapolis, Indiana (City), a component unit of the
Consolidated City of Indianapolis — Marion County with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 2008. The City’s major
federal programs are identified in the summary of auditors’ results section of the accompanying schedule
of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal programs is the responsibility of the City’s management. Our
responsibility is to express an opinion on the City’s compliance based on our audit.

The City’s basic financial statements include the operations of the Indianapolis Housing Agency (Agency),
an enterprise fund, and the discretely presented component unit, which are not included on the City’s
schedule of expenditures of federal awards during the year ended December 31, 2008. Our auditing
procedures, described below, did not include the federal awards of the Agency and the discretely presented
component unit because the Agency and the discretely presented component unit engaged other auditors to
perform an audit in accordance with the OMB Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations.

Except as discussed in the following paragraph, we conducted our audit of compliance in accordance with
auditing standards generally accepted in the United States of America; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with
those requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination of the City’s compliance with those requirements.

As described in items 08-16 and 08-17 in the accompanying schedule of findings and questioned costs, we
were unable to obtain sufficient documentation supporting the compliance of the City with the Home
Investment Partnerships Program regarding matching, level of effort, earmarking, nor were we able to
satisfy ourselves as to the City’s compliance with those requirements by other auditing procedures. As
described in items 08-14 and 08-15 in the accompanying schedule of findings and questioned costs, the
City did not comply with requirements regarding eligibility and matching, level of effort, earmarking that
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are applicable to its Home Investment Partnerships Program. Compliance with such requirements is
necessary, in our opinion, for the City to comply with requirements applicable to that program. In our
opinion, except for the effects of such noncompliance, if any, as might have been determined had we been
able to examine sufficient evidence regarding the City’s compliance with the requirements of the Home
Investment Partnerships Program regarding matching, level of effort, earmarking and, in our opinion,
except for the noncompliance described in this paragraph, the City complied, in all material respects, with
the requirements referred to above that are applicable to the Home Investment Partnerships Program for the
year ended December 31, 2008. However, the results of our auditing procedures also disclosed other
instances of noncompliance with those requirements, which are required to be reported in accordance with
OMB Circular A-133 and which are described in the accompanying schedule of findings and questioned
costs as items 08-18, 08-19, and 08-20.

As described in items 08-25 and 08-29 in the accompanying schedule of findings and questioned costs, the
City did not comply with requirements regarding matching, level of effort, earmarking; program income;
and reporting that are applicable to its Community Development Block Grants/Entitlement Grants
program. Compliance with such requirements is necessary, in our opinion, for the City to comply with the
requirements applicable to that program. In our opinion, except for the noncompliance described in this
paragraph, the City complied, in all material respects, with the requirements referred to above that are
applicable to the Community Development Block Grants/Entitlement Grants program for the year ended
December 31, 2008. However, the results of our auditing procedures also disclosed other instances of
noncompliance with those requirements, which are required to be reported in accordance with OMB
Circular A-133 and which are described in the accompanying schedule of findings and questioned costs as
items 08-26, 08-27, 08-28, and 08-30.

As described in items 08-20 in the accompanying schedule of findings and questioned costs, the City did
not comply with requirements regarding subrecipient monitoring that are applicable to its Homeland
Security Grant Program Cluster. Compliance with such requirements is necessary, in our opinion, for the
City to comply with the requirements applicable to that program. In our opinion, except for the
noncompliance described in this paragraph, the City complied, in all material respects, with the
requirements referred to above that are applicable to the Homeland Security Grant Program Cluster for the
year ended December 31, 2008. However, the results of our auditing procedures also disclosed another
instance of noncompliance with those requirements, which is required to be reported in accordance with
OMB Circular A-133 and which is described in the accompanying schedule of findings and questioned
costs as item 08-31.

In our opinion, the City complied, in all material respects, with the requirements referred to above that are
applicable to its Supportive Housing Program, Capitalization Grants for Clean Water State Revolving
Funds program, and National Urban Search and Rescue (US&R) Response System program for the year
ended December 31, 2008. However, the results of our auditing procedures disclosed instances of
noncompliance with those requirements, which are required to be reported in accordance with OMB
Circular A-133 and which are described in the accompanying schedule of findings and questioned costs as
items 08-20, 08-22, 08-23, 08-24, and 08-32.

Internal Control over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the City’s internal control over compliance
with the requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but not for the
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purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we
do not express an opinion on the effectiveness of the City’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal control that
might be significant deficiencies or material weaknesses as defined below. However, as discussed below,
we identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies and others that we consider to be material weaknesses.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider
the deficiencies in internal control over compliance described in the accompanying schedule of findings
and questioned costs as items 08-14 through 08-33 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying schedule of findings and
guestioned costs, we consider items 08-14, 08-15, 08-16, 08-17, 08-18, 08-20, 08-25, 08-29, and 08-33 to
be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of the
City as of and for the year ended December 31, 2008, and have issued our report thereon dated July 21,
2009. Our report on the basic financial statements was modified to include reference to other auditors,
reference to the restatement of the January 1, 2008 net assets of the Indianapolis Housing Agency
enterprise fund and the discretely presented component unit, and the adoption of Governmental Accounting
Standards Board (GASB) Statement No. 50, Pension Disclosures — an Amendment of GASB Statements
No. 25 and 27, in 2008. Our audit was performed for the purpose of forming opinions on the financial
statements that collectively comprise the City’s basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by OMB
Circular A-133 and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The City’s responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. We did not audit the City’s responses, and accordingly, we express no
opinion on them.



This report is intended solely for the information and use of management, the audit committee, others
within the entity, and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

KPMe LP

Indianapolis, Indiana
December 23, 2009

10



)

CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

Summary of Auditors Results

(a)
(b)

(©)
(d)

(€)

(f)

(9)

The type of report issued on the basic financial statements: Unqualified Opinions
Significant deficiencies in internal control were disclosed by the audit

of the basic financial statements: Yes

Material weaknesses: Yes

Noncompliance which is material to the basic financial statements: No

Significant deficiencies in internal control over major programs: Yes

Material weaknesses: Yes

The type of report issued on compliance for major programs:

Community Development Block Grants/Entitlement Grants

(CFDA No. 14.218) Qualified Opinion
Supportive Housing Program (CFDA No. 14.235) Unqualified Opinion
Home Investment Partnerships Program (CFDA No. 14.239) Qualified Opinion
Capitalization Grants for Clean Water State Revolving Funds

(CFDA No. 66.458) Unqualified Opinion
National Urban Search and Rescue (US&R) Response System

(CFDA No. 97.025) Unqualified Opinion
Homeland Security Grant Program Cluster

(CFDA Nos. 97.004/97.067/97.073/97.074) Qualified Opinion

Any audit findings which are required to be reported under
Section 510(a) of OMB Circular A-133: Yes

Major programs:

Community Development Block Grants/Entitlement  Grants,
U.S. Department of Housing and Urban Development (CFDA
No. 14.218)

Supportive Housing Program, U.S. Department of Housing and
Urban Development (CFDA No. 14.235)

Home Investment Partnerships Program, U.S. Department of Housing
and Urban Development (CFDA No. 14.239)
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

. Capitalization Grants for Clean Water State Revolving Funds,
Environmental Protection Agency passed through State of Indiana
Budget Agency (CFDA No. 66.458)

o National Urban Search and Rescue (US&R) Response System,
Department of Homeland Security (CFDA No. 97.025)

. Homeland Security Grant Program Cluster, Department of Homeland
Security direct and passed through the Indiana Department of
Homeland Security (CFDA Nos. 97.004/97.067/97.073/97.074)

(h)  Dollar threshold used to distinguish between Type A and Type B programs: $1,759,744
(i)  Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133:  No

Findings Relating to the Financial Statements Reported in Accordance with Government Auditing
Standards

08-01  Management Review and Supervision of Recording of Transactions and over Financial
Reporting Process — Material Weakness

Comment and Recommendation

The City’s Office of Finance and Management (OFM) is primarily responsible for the financial reporting
process. This process has been identified as a material weakness in prior years; however, we noted
improvements made by the OFM in the current year to improve financial reporting. Throughout the year,
the accounting entries for the City are typically recorded on a cash basis. At fiscal year-end, the OFM
commences their financial reporting process whereby the cash basis financial amounts are converted to the
modified accrual basis of accounting for the fund financial statements (except for the Waterworks
enterprise fund, which is separately described below) by recording amounts for accounts receivable and
payable, appropriately stating debt expenditure amounts, and making other various accounting entries. A
manual conversion process that occurs outside of the financial accounting system is then utilized to convert
the fund financial statements to the government-wide financial statements. During the current year, as part
of our audit procedures, we identified a significant number of errors in the accounting entries made by the
City. The primary causes of these errors is a lack of management review by an individual other than the
individual calculating and recording the entries and a failure to comprehensively address unusual situations
in normal year-end closing adjustments.

We recommend the City review individual responsibilities for the year-end financial reporting process to
evaluate the appropriateness of the workload distribution. Additional internal controls should be
implemented to ensure that management review is occurring for tasks/financial reporting areas that are
more complex or that have resulted in audit differences in prior years (see separate findings listed below).

Views of Responsible Officials

Adding personnel is not an option available to the City to address the workload of the personnel who
perform all of the activities in connection with the creation of the City’s financials. Many of the issues we
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

have are caused by the antiquated financial system we use. The City is addressing the latter as part of a
search for a new financial system. In the meantime, we will examine the workload to determine how we
can better meet the needs of the financial reporting process.

08-02  Waterworks Financial Reporting — Material Weakness
Comment and Recommendation

Numerous and significant financial statement audit adjustments were necessary to properly state
Waterworks’ financial statement amounts. While some of the specific accounts/processes are also
individually described below as internal control weaknesses, we also determined that the overall financial
reporting internal control process for Waterworks is weak. This overall weakness is due to the following
circumstances:

e Limited formal review occurs related to recording of routine transactions, manual journal entries,
significant estimates, or other accounting entries.

e Some Waterworks accounts are accounted for on the cash basis during the year and significant analysis
is undertaken at year-end to record the accounts on the accrual basis of accounting for year-end
financial reporting.

e The account structure used in the general ledger system is not conducive to accurate financial
reporting.

e Inadequate review of the preparation of the financial statements occurs. In the current year, we
identified errors in the presentation of the financial statements such as reversal of prior year accruals to
wrong accounts and incorrect groupings of accounts for the financial statements.

We recommend the City undertake a comprehensive review of Waterworks financial reporting processes
and procedures. This review should identify opportunities for improvement in tasks that can be more
efficiently performed during the year to enhance the timeliness and accuracy of the year-end financial
reporting process as well as improve the accuracy of interim financial information. Additionally, this
review should identify opportunities to improve the internal review process so that an individual other than
the one making accounting entries is assessing the accuracy of reported financial information. Waterworks
general ledger system and the account structure that is utilized should be analyzed and restructured to
improve financial reporting and enable more useful financial analysis by management. Lastly, these
processes and procedures should be formally documented in an accounting procedures and financial
reporting manual to ensure consistency from year to year.

Views of Responsible Officials

The management of the Department of Waterworks (Department) of the City of Indianapolis (City) has
been working with its financial consultants to perform a comprehensive review of the financial accounting
and reporting practices of the Department. This comprehensive review has included both the overall
financial reporting as well as the procedures for processing revenues and expenses and creating journal
entries to the financial statements. Opportunities for improvement will be documented and reviewed by the
Department’s new Chief Financial Officer (CFO) and implemented as needed. As processes are evaluated
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CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

and changes are made, formal documentation will be assembled to ensure the process is implemented
consistently both now and for future reporting periods.

08-03  Grant Accounting Including Related Deferred Revenue — Material Weakness
Comment and Recommendation

In the current year, the City revised and significantly improved their process for recording grant
receivables and the related deferred and unearned revenue for year-end financial reporting purposes. These
changes were made due to a significant errors identified during the audit in the prior year. The internal
controls implemented with this new process appropriately and accurately calculated the amount of grant
receivables to be recorded at year-end. However, the process did not fully consider the necessary
procedures to record deferred revenue and thus audit adjustments were required to accurately state these
amounts. Additionally, during our testing of grant expenditures, we identified expenditures that were
recorded in an incorrect period (i.e., year). In one instance, the expenditure was not properly identified in
the year it was incurred (i.e., a prior year) as a grant expenditure. In the current year, the related grant was
reconciled and the expenditure was identified and corrected. The effect of this correction was a negative
expenditure in the original fund and a positive expenditure in the federal grants fund to which this amount
was significant.

We recommend the City review and enhance their year-end grant procedures related to the recording of
deferred and unearned revenue. Adjustments should be made as necessary to ensure that errors identified in
the current year are eliminated. These procedures should be formally documented to ensure consistency of
performance from year to year. Ideally, the calculation of deferred amounts should be made by one
individual with a management review occurring to ensure the accuracy of the recorded amounts. The City
should also review internal controls in place to accurately record grant expenditures in the correct period.
Additionally, all grants should be reconciled, at a minimum, at year-end. This reconciliation process should
ensure that all amounts that have been incurred for each grant have been properly identified as such in the
accounting system (i.e., tagged) in the correct period.

Views of Responsible Officials

We created a new process for reviewing the deferred and unearned revenue for grants that we believe
substantially improved the process. We will continue to work towards the elimination of errors in
recording these amounts.

08-04  Waterworks Contributed Capital Asset Transactions — Material Weakness
Comment and Recommendation

The Waterworks enterprise fund records capital asset additions, which include donations of infrastructure
from developers. Typically, an agreement is signed with the developer and when the infrastructure in a
new development is completed and an inspection has occurred, the capital asset is considered to be “in
service.” During our audit procedures, we identified instances whereby these capital assets were not
recorded on a timely basis and, at times, in an incorrect fiscal year. We identified some developer-donated
infrastructure that was not recorded by the City until many months, and in some cases several years, after
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CITY OF INDIANAPOLIS, INDIANA
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the “in service” date. Given the often high dollar value of these capital assets, it is critical that the
Waterworks record such transactions in the proper period.

Additionally, related to these developer-donated assets, the City is responsible for refunding a portion of
the dollars collected from the developer as customers are added to the water system. The Waterworks
enterprise fund records this liability as customer advances. We identified errors with the amount of the
liability recorded by the City due to inaccurate calculations made by the City. We also noted certain
projects whereby the amount refunded to date to the developers exceeded the maximum amount as
calculated originally by the City.

We recommend the Waterworks implement procedures to ensure that these capital assets are recorded on a
timely basis. Management should conduct a review of the issues surrounding the causes of delayed
reporting and take adequate steps to ensure that these do not occur in the future. Given the often high dollar
value of these capital assets, it is critical that the Waterworks record them in the proper period.
Additionally, internal controls surrounding the recording of the related customer advances liability should
be reviewed to ensure that amounts are recorded accurately. Additional management review of the
amounts recorded and the calculation supporting such amounts will ensure that the errors we noted will be
reduced. Unusual items, such as refunds exceeding original calculations, should be investigated to
determine the cause of such items and whether procedures to estimate these amounts need to be revised.

Views of Responsible Officials

The management of the Department is committed to improvement in the area of capital asset reporting.
The Department’s financial consultants have recommended that one person from the accounting staff have
specific responsibility for recording and processing entries related to capital asset transactions. The
Department’s new CFO will evaluate the amount of time that needs to be dedicated specifically to this task
but, the intention is that the focus on capital asset reporting will address both the reporting of fixed asset
additions in an accurate and timely manner and the recording and adjusting of developer liabilities.

08-05  Recording of Waterworks PILOT — Material Weakness
Comment and Recommendation

The Waterworks enterprise fund pays a payment in lieu of taxes (PILOT) to several counties in which the
water utility serves customers. The liability at the end of the fiscal year is estimated based upon historical
payments made and the City’s estimate of any anticipated increases. During the current year audit, we
noted several errors in the estimates of payments made that required adjustments in the financial
statements.

We recommend the City evaluate their process for estimating such amounts to determine whether the
information and assumptions currently being utilized are sufficient. Consideration may be given to
discussion with the taxing authorities in the counties where significant PILOTs are made to enhance the
estimation process. Finally, the final calculations should be reviewed by management to ensure that
amounts were calculated accurately and that there is concurrence with the final amounts accrued given the
significance of the year-end liability.
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Views of Responsible Officials

The Department, with the assistance of its financial consultant, has already implemented procedures
whereby future PILOT payments are estimated with more detailed and accurate information. The
Department works closely with the City’s Controller’s Office in order to estimate the annual amount of
PILOT due to the City. One area that has caused significant estimating problems in the past few years has
been that Marion County, Indiana and other Counties where PILOT payments are due have been behind on
assessing and collecting annual property taxes on a current basis. Because of this, it has been difficult to
accurately estimate PILOT payments that are due and payable. Based on discussions with officials from
the various Counties involved, the Counties should have this problem resolved in the next couple of years.

08-06  Recording of Tax Revenues, Receivables, and Deferred Revenues — Material Weakness
Comment and Recommendation

Due to the delays experienced in recent years related to property tax billings, the final billings for fiscal
2008 were not issued until July of 2009. Due to this situation, it was necessary for the City to estimates the
final receivable amounts. During our testwork over property taxes and other taxes receivable, we identified
incomplete assumptions utilized in calculating the receivable for Tax Increment Financing property taxes
to be received in 2009 related to the final 2008 billing. Based on these findings, the City recorded
additional amounts to their property tax receivable amounts recorded in the financial statements.
Additionally, due to delayed receipt of County Option Income Tax (COIT) funds received in 2008 relating
to the prior year, the City did not properly record a receivable for COIT as of the prior year-end, thus
leading to an overstatement of government-wide tax revenues in 2008.

As part of the year-end financial reporting, the City also records deferred revenue in the fund financial
statements for tax receivables not received within their availability period (60 days for property taxes and
90 days for all other tax revenues). Due to the tax billing issues, the City received some tax revenues in
early 2009 relating to 2008, which historically had been received by year-end. The City did not identify
this unusual circumstance in order modify their “traditional” deferred revenue procedures and thus
inappropriately deferred revenue that should have been recognized in the current year.

We recommend the City evaluate their process for estimating property tax receivables to determine
whether the information and assumptions currently being utilized are sufficient. Consideration should be
given to past collection history and taking into account current situations. Additionally, the City should
evaluate their process of recording deferred revenues in the fund financial statements and modify internal
controls where necessary to ensure that deferred revenues are recorded accurately. This process should
include procedures to appropriately identify unusual circumstances and modify procedures where needed.

Views of Responsible Officials

The City is going through an unprecedented experience in regard to the billing and collection of property
taxes. We will continue to review our procedures in calculation of the receivable amounts. When the
billing process returns to normal, many of the issues will be mitigated.
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08-07 Waterworks Debt Transactions — Material Weakness
Comment and Recommendation

The Waterworks enterprise fund has significant outstanding debt balances. Payments for principal and
interest are made both from trust accounts established in accordance with the bond issuances and from
Waterworks cash accounts. Audit adjustments were required to accurately state the year-end balances for
outstanding bonds payable, interest expense, and accrued interest payable. It does not appear that the trust
accounts are being reconciled on a timely basis and thus accounting entries to record debt payments are not
being recorded when they are made. Additionally, the accounting entries and reconciliations are made by
one individual and there is no adequate management review that is occurring to ensure that accounting
entries are accurate.

We recommend Waterworks implement internal controls to ensure that debt transactions are accurately
recorded. This process should include timely recording of trust account transactions, regularly performed
reconciliations, and review of accounting entries by management personnel.

Views of Responsible Officials

The Department will reconcile the Trust Statements on a monthly basis with appropriate adjustments
recorded on the Department’s books and records.

08-08  Contributed Capital Assets — Material Weakness
Comment and Recommendation

The City has a significant number of infrastructure projects that are partially constructed with the City’s
funds and partially constructed with federal dollars received by the State of Indiana. The OFM relies on the
reporting of these completed projects from the City’s Department of Public Works (DPW). Upon
completion of the projects, the costs that the City had recorded in construction in progress and the costs
that represent the City’s cash outlays for the project are transferred to completed infrastructure and a
contributed capital contribution is recognized in the government-wide financial statements for the federal
funding provided by the state. During our testwork on capital assets, we identified a large project that was
completed but not reported to the OFM on a timely basis, and thus, the contributed capital contributions
was recorded in the current year financial statements although it should have been recorded in the prior
year. The City implemented additional internal controls in fiscal year 2009, which appear to be adequately
designed and implemented and we noted that all completed projects had been appropriately recorded by
the City as of December 31, 2008.

We recommend the City continue to ensure that internal controls in this area are appropriately in place and
are operating effectively to record contributed infrastructure projects. Due to the unique nature of these
transactions and the prior years’ errors identified, the City should continually reassess their process due to
the large dollar amounts involved in these transactions. The involvement of the City’s Department of
Public Works in this process is critical, as the information to record these transactions originates in these
departments.
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Views of Responsible Officials

On Federal Highway Administration (FHWA) funded projects, we are continuing to implement the new
internal controls we established last year. Additionally, we are now preparing a Substantial Completion
form at the final inspection so as to be consistent with locally funded projects. This clearly and
immediately identifies when completion has been achieved and we have beneficial use of the
improvements. The State of Indiana, Department of Transportation (INDOT) continues to send us INDOT
form IC 639, the report of final inspection and recommendation for acceptance by INDOT. The IC 639 is
oftentimes not received by us until 9 to 12 months after the final inspection however. This is why we are
preparing our own internal document.

We continue to require a copy of the final construction record accounting report/binder, which includes the
final accounting spreadsheet, INDOT form IC 642. The final construction record binder is archived by the
Project Manager (PM) and copies of the IC 642 and I1C 639 are maintained in the Engineering Division and
also forwarded to the Finance Division of DPW. INDOT audits every completed FHWA construction
project. Because of the number of these each year, INDOT usually takes as much as 5 years to complete a
final audit on a project so it is not unusual for us to be notified of changes to the final accounting long after
the project completion.

The above controls for FHWA project completion and closeout are performance measures for all PMs
assigned to these projects.

08-09 Sewer and Water Receivable Balances — Material Weakness
Comment and Recommendation

The City utilizes a third-party contractor to perform the billing and collection function for sewer and water
services. For year-end financial statement reporting, the City receives information on customer account
balances from the third-party contractor. This information is the primary source used to derive the amount
of receivables recorded at year-end. Additionally, other receivable balances are recorded, which reflect
amounts to be received from customers but which are outside of the normal billing process performed by
the third-party contractor. These amounts are generally recorded based upon a review of cash receipts that
have been received in the following fiscal year. The City also utilizes the information obtained from the
third-party contractor to estimate the allowance for uncollectible receivables related to both sewer and
water at year-end. During our current year audit procedures, we identified several audit adjustments
necessary to accurately state these receivable balances as follows:

e The contractor issues refunds or credits for any incorrect billings that may occur related to both sewer
and services. As part of our audit procedures, we tested subsequent year adjustments (which include
refunds and credits) to determine whether any of the adjustments related to revenue earned in the
current fiscal year. We determined that there were adjustments that related to 2008; however, the City
had not identified these or recorded their effect in the 2008 financial statements.

e A significant adjustment was necessary to adjust the allowance for uncollectible accounts related to
water receivables to its estimated amount.
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e Several significant adjustments were required to adjust sewer and water receivables to their actual
balances. These adjustments were related both to the receivables recorded based upon information
received from the third-party contractor and for the receivables recorded outside this process.

We recommend additional internal controls be implemented to assure that sewer and water receivable
balances are adequately recorded and can be supported by customer balances. This process should include
an independent review of the calculations by a management level individual and be someone other than the
individual calculating and recording the receivable balances. We also recommend the City implement a
process to ensure that subsequent year adjustments for both sewer and water are evaluated to determine
whether they affect current year revenue and that these amounts are appropriately reflected in the financial
statements within the proper fiscal year.

Views of Responsible Officials

The Department’s management agrees that accounting for customer billings and collections and also the
resulting accounts receivable is an important part of the financial controls. The Department’s new CFO
will work with the third-party vendor to institute new procedures, with appropriate checks and balances, to
assure that the monthly and year-end balances in customer accounts receivable are both accurate and
reasonably expected to be collectible.

08-10  Self-Insurance Liabilities (Workers’ Compensation) — Significant Deficiency
Comment and Recommendation

The City records a liability for its estimate of the incurred but not paid and/or reported amount for workers’
compensation claims as the City is self-insured for this risk. Management estimates this amount primarily
by utilizing prior historical experience. However, no independent assessment is made as to the adequacy of
the reserve recorded in prior years to assess the reasonableness of the City’s methodology on an ongoing
basis. During the current year, based upon our audit procedures, it was determined that the reserve for this
self-insured risk was understated and an additional accrual was proposed.

We recommend the City evaluate their process for estimating year-end liability amounts for workers’
compensation. Additional procedures should be designed and implemented to regularly assess the
adequacy of the City’s methodology by performing a look-back analysis of the adequacy of prior years’
liability amount. Adjustments to the City’s methodology can then be made to derive a more accurate
estimate. The City should also implement procedures to ensure that if the liability is estimated early in the
financial reporting process, it should be updated to reflect events and changes in circumstances occurring
up to the issuance of the financial statements.

Views of Responsible Officials

The City will review its process for calculating this liability and determine the appropriateness of engaging
a third party (actuary) to assist in the calculation.
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08-11  Timely Reconciliations of Cash and Trust Accounts — Significant Deficiency
Comment and Recommendation

The preparation of cash reconciliations is a key internal control in the financial accounting process.
Reconciliations should be performed on a timely basis and appropriately reviewed and approved in order
to be effective. The City maintains numerous trust accounts, which primarily are utilized to invest bond
proceeds. The City receives monthly statements on these accounts; however, the City completed
reconciliations on these accounts sporadically during the year and for most accounts only at year-end. This
results in disbursements and interest income, which occur throughout the year, only being recorded during
the year-end closing process. Additionally, the year-end financial reporting process takes more time due to
the reconciliations being performed only once a year. Reconciliations for other cash accounts are also not
occurring timely and management review is not taking place on a timely basis.

We recommend the City reconcile all cash and trust accounts on a timely basis. All reconciliations should
be completed on a monthly basis and reviewed by an individual other than the preparer. This review should
be formally documented on the reconciliation to evidence such review and approval.

Views of Responsible Officials

It is the intention of the Department of Waterworks that Trust Statements will begin being reconciled on a
monthly basis with appropriate adjustments recorded on the books and records. Also, new procedures for
the monthly reconciliation of fund balances will be implemented as well. These procedures will become
part of the monthly closing of the books and records.

In regard to the other City accounts, in 2008, due to one vacancy caused by a staff member moving to
another department and the only other staff person being on disability leave for six months, we were
unable to perform the reconciliations on a timely basis. We will be current by year-end 2009.

08-12  Recording of Accounts Payable — Significant Deficiency
Comment and Recommendation

Accounts payable for financial reporting purposes are recorded primarily based on a review of subsequent
year cash disbursements and determining whether such disbursements relate to the current year. OFM
personnel review transaction coding for each disbursement subsequent to year-end to determine whether it
should be accrued at year-end. During our testwork on subsequent year cash disbursements to determine
the accuracy of the recorded accounts payable amounts, we identified several items that were not properly
accrued or some that had been accrued but should not have been. An audit adjustment was needed to
ensure that various City Funds, including the Waterworks fund accounts payable, were appropriately
stated. No independent review is made of the accrual basis transactions other than by the individual
originally making the adjustment, and thus, no review process is present to identify errors.

We recommend the City ensure that all amounts that should be accrued as accounts payable are
appropriately accrued. Communication should be enhanced with the department personnel who are
responsible for coding the expenditures and the OFM personnel entering the payment information into the
accounting system of the importance of proper fiscal year coding. Additionally, current procedures should
be enhanced to identify recurring items that have also been noted as errors in past years to ensure that these
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items are appropriately considered and accrued if necessary. An independent review process should be
established for the recording of accrual basis transactions.

Views of Responsible Officials

Policies and procedures for the establishment and review of accounts payable will be established by the
Department of Waterworks. Focus will be on the identification and recording of recurring payments on a
monthly basis as well as the focus on additional items at fiscal year-end.

Again, for the remainder of the City funds, because of the system we currently use, it is a very manual
process for us to create the accounts payable balances at year-end. We will review our process to see where
we can improve it in the time before a new system is implemented.

08-13 IT System Program Change Management — Significant Deficiency
Comment and Recommendation

The City contracts with two third-party contractors for their information technology (IT) needs, which
includes managing and updating the City’s IT systems. For each IT system program change that is made, a
Siebel ticket is created and a Production Implementation Plan is created and updated by the developer. Key
components of the Production Implementation Plan are who requested, prepared, reviewed, approved, and
implemented the requested program change. However, typically the components of who reviewed,
approved, and implemented the plan are not completed. Additionally, developers have access to migrate
changes to source code into production using batch processing by e-mailing a change request directly to
Production Analysts. The Production Analysts place the code in a staging library and a job is run
automatically to move to production. No formal authorization is obtained for this process and evidence of
approvals is not obtained and reviewed by the Production Analysts prior to making the change.

We recommend the City review policies and procedures with the IT system third-party contractors to
ensure that all program changes made to the Mainframe are properly reviewed and approved prior to
migration into production. These approvals should be formally documented on the Production
Implementation Plan. All change management policies should also be formally documented to provide
guidance to both of the third-party contractors regarding the City’s approval, testing, and implementation
procedures. Furthermore, restrictions should be implemented to prevent developer’s ability to directly
move program changes into production.

Additionally, the City does not have effective controls around the provisioning and monitoring of end-user
access. This includes activities such as removing terminated employees from Mainframe systems,
conducting a formal review of user access on a periodic basis, and identifying and eliminating segregation
of duties conflicts.

We recommend the City also review policies and procedures relating to Information Security and
implement new processes or consistently enforce informal processes to remove users from the Mainframe
in a timely manner, retain sufficient evidence supporting periodic review of user access rights, and identify
and eliminate segregation of duties conflicts.

21 (continued)



3)

CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

Views of Responsible Officials

After a discussion with the IT system third party, we understand that part of this recommendation has been
implemented and the balance of the comment will be implemented by year-end.

OFM will determine and implement a process for the deletion of security for terminated employees and
implement a process for the review of other employees' access.

Findings and Questioned Costs Relating to Federal Awards
08-01 to 08-13

See Section (2) — Findings related to the Financial Statements Reported in Accordance with Government
Auditing Standards.

08-14  Eligibility
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

The HOME program has income targeting requirements. Only low-income or very low-income persons, as
defined in 24 CFR Section 92.2, can receive housing assistance. Therefore, the participating jurisdiction
must determine if each family is income eligible by determining the family’s annual income, as provided
for in 24 CFR Section 92.203. Participating jurisdictions must maintain records for each family assisted
(24 CFR Section 92.508).

HOME-assisted units in a rental housing project must, pursuant to 24 CFR 92.216(a), be occupied only by
households that are eligible as low-income families and must meet certain limits on the rents that can be
charged. The requirements also apply to the HOME-assisted non-owner-occupied single-family housing
purchased with HOME funds. The maximum HOME rents are the lesser of: the fair market rent for
comparable units in the area, as established by HUD under 24 CFR Section 888.111, or a rent that does not
exceed 30% of the adjusted income of a family whose annual income equals 65% of the median income for
the area as determined by the U.S. Department of Housing and Urban Development with adjustments for
the number of bedroom units. In rental projects with five or more units, there are additional rent
limitations. Twenty percent of the HOME-assisted units must be occupied by very low-income families
and meet one of the following rent requirements: (1) the rent does not exceed 30% of the annual income of
a family whose income equals 50% of the median income for the area, as determined by HUD, with
adjustments for larger or smaller families; or (2) the rent does not exceed 30% of the families adjusted
income (24 CFR Section 92.252).

Condition Found

The City did not have internal controls in place that were operating effectively to ensure that the eligibility
requirements were being redetermined annually. We selected a sample of forty (40) tenants from five (5)
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different HOME projects. Issues noted included no annual certification provided or the certification was
not current, no verification of annual income was provided or was incomplete, and amount provided by
annual certification was not supported by documentation provided.

Questioned Costs

The questioned costs, if any, associated with this finding cannot be determined.

Possible Asserted Cause and Effect

Management asserts that the City does have internal controls that are designed appropriately to monitor the
City’s compliance with eligibility; however, due to shortage of staff, the control was not being performed
during 2008. The effect of not having an internal control that is operating effectively is that HOME
assistance could be provided to ineligible individuals.

Recommendation

We recommend the City ensure that internal controls are functioning effectively to monitor the City’s
compliance with the eligibility requirements. Additionally, communication with landlords should be
evaluated to ensure that the landlords are aware of their responsibilities regarding compliance with
eligibility.

Views of Responsible Officials

The City is aware of this finding and agrees that it must improve its performance in monitoring and
tracking the submittal and review of Annual Recertification’s of tenant income and occupancy from
property owners and managers for each active project in the completed rental portfolio. A more focused
effort is being made by staff to notify and follow up with property owners and managers to timely submit
their annual recertification packages in the anniversary month of their project’s completion. Associated
with the recertifications, the City will be timely in performing the on-site tenant file reviews for those
projects whose schedules rotate on an annual, every other year, or every third year inspection cycles.

08-15  Matching, Level of Effort, Earmarking
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to 24 CFR Sections 92.218 through 92.220, 92.222, and 92.508, each participating jurisdiction
must provide eligible matching contributions of 25% of HOME funds drawn down during the fiscal year.
The match must be provided by the end of the fiscal year. Participating jurisdictions are required to
maintain records, including individual project records and a running log, demonstrating compliance with
the matching requirements, including the type and amount of contributions by project.
Matching information is provided on the HOME Match Report (HUD-40107-A). Additionally,
24 CFR Section 92.221 indicates that the match should be credited generally in the year of disbursement.
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Condition Found

For fiscal year ended December 31, 2008, the City reported $196,495 total match amounts on the HOME
Match Report (HUD-40107-A). In our sample of ten (10) match items, which constituted 70% of the total
match amount claimed by the City, we found exceptions in four (4) of the items totaling $108,165. Of this
total amount, we determined that $108,165 of the match amounts did not have sufficient documentation for
us to ascertain the appropriateness of the match source or amount. According to the HUD-40107-A report,
the City’s total match liability for 2008 was $494,154 and the City had excess match from the prior federal
fiscal year of $6,940,928.

Questioned Costs

The questioned costs, if any, associated with this finding are not determinable.

Possible Asserted Cause and Effect

The cause of this finding is that City personnel are not obtaining adequate supporting documentation from
the subrecipients, who provide the match amounts on behalf of the City. The effect of not obtaining
appropriate documentation is that the City cannot evaluate the appropriateness and timing of the match,
which is being reported. This may cause the City to report incorrect match amounts.

Recommendation

We recommend the City implement internal controls to ensure that the matching requirements are met and
supported by appropriate documentation from the subrecipients. This process should include review by
appropriate management personnel to ensure that match amounts are supported, timely, and from allowable
sources.

Views of Responsible Officials

The Grant Analyst was new to the position and did not have a clear understanding of match and what was
acceptable documentation. The City received a better understand from U.S. Department of Housing and
Urban Development HUD as to what are acceptable forms of match documentation and has let all
subreceipts know what is appropriate. This better understanding will help resolve this finding in the future.

08-16  Matching, Level of Effort, Earmarking — Rental Properties — Scope Limitation
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to 24 CFR section 92.216, each participating jurisdiction must invest HOME funds made
available during a fiscal year so that, with respect to tenant-based rental assistance and rental units not less
than 90% of (1) the families receiving assistance are families whose annual income do not exceed
60% of the median family income for the area, as determined and made available by HUD, with
adjustments for smaller and larger families at the time of occupancy or at the time funds are invested,
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whichever is later or (2) the dwelling units assisted with such funds are occupied by families having such
incomes.

Condition Found

The City asserts that the primary internal control in place to ensure compliance with the earmarking
compliance requirement for rental properties is the review of the HOME Rental Set-Up and Completion
Form that is submitted to the City by the owner upon project completion and lease-up of the rental units.
This form indicates and certifies that 90% of the families receiving assistance are families whose annual
income does not exceed 60% of the median family income for the area. During 2008, the City listed six
newly completed HOME projects. Information to support the low-income status of the tenants is
maintained by the owners of the projects and we were not provided with access to the tenant information to
test the eligibility of the tenants or the tenant files were provided but were incomplete or did not contain
current information (annual recertification required) in order for us to ascertain compliance with this
requirement.

Questioned Costs

The questioned costs, if any, associated with this finding are not determinable.

Possible Asserted Cause and Effect

Management asserts that the City does have internal controls that are designed appropriately to monitor the
City’s compliance with earmarking of rental properties; however, due to the unavailability or
incompleteness of the tenant information, we were not able to test for compliance.

Recommendation

We recommend the City ensure that internal controls are operating effectively to monitor the City’s
compliance with the earmarking requirements for rental properties.

Views of Responsible Officials

The Project Agreement between the City and the owner/developer stipulates the minimum earmarking
requirements that must be met before execution of the contract, and obtaining the HOME Rental
Completion Report from the owner/developer after the project is completed. It is then reviewed, approved,
and entered into IDIS. A HOME Rental Projects Earmarking spreadsheet has been created to track and
monitor funded projects. A different staff person has been assigned to work on long-term compliance
issues, which will help with the overall management of the rental component of HOME.
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08-17  Matching, Level of Effort, Earmarking — CHDOs — Scope Limitation
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to 24 CFR Section 92.300, each participating jurisdiction must invest at least 15% of each
year’s HOME allocation in projects, which are owned, developed, or sponsored by special nonprofit
organizations called CHDOs.

Condition Found

CHDOs are formally approved by the City and that approval is communicated via a certification letter to
the CHDO. The City reports its commitments and disbursements for CHDOs through IDIS. We obtained
the IDIS report for fiscal year 2008 to test the amounts reported for CHDOs related to the 2008 HOME
allocation. That report showed a total of $776,223 as the amount reserved for CHDOs, $135,289 as the
amount committed, and $109,485 as the amount disbursed. It was determined that IDIS had not been
properly maintained for amounts related to CHDOs and thus there were committed amounts that should
have been entered in IDIS but were not and also amounts that were shown in IDIS as committed but were
in error.

As a result of the above errors, we were unable to determine whether or not the City was in compliance
with the earmarking: CHDO requirement.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is a lack of internal controls over the entering of the CHDO information into
IDIS. The effect of this finding is that the CHDO activities reported in IDIS may not be correct, and
therefore, the City may not be in compliance with the earmarking requirement.

Recommendation

We recommend the City ensure that internal controls are implemented to assure that all contracted amounts
for CHDOs are entered correctly into IDIS. Additionally, a review of actual disbursements in IDIS should
be reconciled to the general ledger accounting system to ensure that all CHDO activities are appropriately
classified in IDIS.

Views of Responsible Officials

The Grant analysts and Program Coordinator received training from HUD on how to correctly document
CHDO activities in IDIS. Now that they have this understanding, the issue should resolve itself.

26 (continued)



CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

08-18  Reporting
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to 24 CFR Sections 135.3(a) and 135.90, for each grant over $200,000 that involves housing
rehabilitation, housing construction, or other public construction, the prime recipient must submit Form
HUD 60002. There are several key line items that the 2008 Compliance Supplement identified for testing
by auditors.

Condition Found

We compared the key line items identified in the 2008 Compliance Supplement to information maintained
by the City to support the amounts and numbers submitted on the Form HUD 60002. Several differences
were noted in these key line items as follows:

Form HUD 60002 | City Supporting
Documentation

Dollar Amount of Award $4,000,000 $4,174,818
Construction Contracts Awarded $2,805,477 $2,657,460
Contracts Awarded to Section 3 Businesses $786,780 $774,183
Number of Section 3 Businesses Receiving Construction | 7 4
Contracts
Non-Construction Contracts Awarded $1,194,523 $1,179,523

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City is not performing a management review of the Form HUD 60002
prior to submission to ensure that the form is accurate and complete. The effect is that inaccurate reporting
may be submitted to HUD.
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Recommendation

We recommend the City implement a management review of the HUD Form 60002 prior to its submission
to ensure that complete and accurate information is used to compile the required form.

Views of Responsible Officials

A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better
understanding of the reporting requirements. Having a better understanding of how to report to HUD will
eliminate future confusion.

08-19  Special Tests and Provisions — Housing Quality Standards
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to 24 CFR Sections 92.251, 92.252, and 92.504(b), during the period of affordability (i.e., the
period for which the non-federal entity must maintain subsidized housing) for HOME assisted rental
housing, the participating jurisdiction must perform on-site inspections to determine compliance with
property standards and verify the information submitted by the owners no less than: (a) every three years
for projects containing 1 to 4 units, (b) every two years for projects containing 5 to 25 units, and (c) every
year for projects containing 26 or more units.

Condition Found

We tested a sample of 36 out of 43 properties that were required to have on-site inspections performed
during 2008. Of these properties, four (4) of the inspections were not performed within the appropriate
time guidelines according to the number of units in the property. Additionally, the City’s policy is to
perform inspections on 15% of the HOME eligible units within the property and for one (1) of the
inspections, the required number of units was not inspected.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

Management asserts that the primary cause of this finding is a shortage of personnel to complete the
inspections on a timely basis. The effect of this finding is that the City is not performing on-site inspections
as required under the HOME program.
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Recommendation

We recommend the City implement procedures to ensure that on-site inspections are appropriately and
timely performed to ensure compliance with the housing quality standards requirement of the HOME
program.

Views of Responsible Officials

The new staff person assigned to Long-term Compliance, along with the Rehabilitation Staff, has worked
out a schedule to ensure that all units are inspected by the end of the program year. All information is
tracked on a spreadsheet and closely monitored.

08-20  Subrecipient Monitoring
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development;
Various grant numbers

CFDA Nos. 97.004/97.067/97.073/97.074, Homeland Security Grant Program Cluster, Department of
Homeland Security passed through the Indiana Department of Homeland Security; Grant Numbers C44P-
7-031, C44P-5-240, C44P-7-405, C44P-9-184A, C44P-7-406, C44P-9-338A, C44P-9-370A, C44P-9-
217A, C44P-8-191A, C44P-7-328, C44P-7-474, CA4P-7-414, CA4P-8-118A, and C44P-9-349A

Criteria

According to OMB Circular A-133 § .400(d) and the 2008 Compliance Supplement, a pass-through
entity is responsible for ensuring that the required subrecipient audits are completed, issuing management
decisions on audit findings within six months after receipt of the subrecipient’s audit report, and ensuring
that subrecipients take appropriate and timely corrective action on all audit findings.

Condition Found

The City does not have adequate internal controls in place that were operating effectively for 2008 to
ensure that subrecipient audits are received or that the results of any audits are appropriately reviewed and
documented. The City maintains a spreadsheet that tracks the receipt and review of each of the subrecipient
audit reports; however, this spreadsheet was not accurately completed for 2008. Additionally, the City
requires a form to be completed by each subrecipient indicating whether or not the subrecipient will be
required to have an A-133 audit report completed.

For the HOME Investment Partnerships Program, the City had a total of nineteen (19) subrecipients with
expenditures under this grant in 2008. These subrecipient expenditures amounted to $2,462,010 or 87% of
total accrual basis expenditures during 2008. For a sample of nineteen (19) subrecipients that represented
100% of the population, the City did not have the subrecipient form on file to indicate whether or not the
subrecipient was required to have an A-133 audit performed for five (5) of the subrecipients. Additionally,
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the tracking sheet described above was not properly maintained for 2008. Based on further follow-up by
the City as a result of our procedures, the City had the A-133 reports for all of its subrecipients that were
required to have A-133 audits performed.

For the Supportive Housing Program, the City had a total of twelve (12) subrecipients with expenditures
under this grant in 2008. These subrecipient expenditures amounted to $1,775,147 or 98% of total accrual
basis expenditures during 2008. The tracking sheet described above was not properly maintained for 2008.
Based on further follow-up by the City as a result of our procedures, the City had the A-133 reports for all
of its subrecipients that were required to have A-133 audits performed.

For the Homeland Security Grant Program Cluster, the City had a total of three (3) subrecipients with
expenditures under this grant program in 2008. These subrecipient expenditures amounted to $1,499,486 or
36% of total accrual basis expenditures during 2008. For a sample of three (3) subrecipients that
represented 100% of the population, the City did not yet have any of the A-133 reports for its
subrecipients. The City determined that one (1) of the subrecipients had not yet issued their A-133 audit
report; however, the City had performed a site visit during the year on this subrecipient. No follow up had
been performed on the other two (2) subrecipients nor had any site visits or other monitoring procedures
been performed. We did obtain the A-133 audit report for one (1) of these two (2) subrecipients and
determined that the expenditures were not listed on the subrecipient’s A-133 audit report for 2008.

Questioned Costs

There are no questioned costs associated with this finding for the HOME Investment Partnerships Program
and the Supportive Housing Program. The questioned costs associated with this finding for the Homeland
Security Grant Program are $199,169 and were computed as the total expenditures passed through to the
two (2) subrecipients who were not monitored during 2008 and for which the A-133 audit reports were not
obtained.

Possible Asserted Cause and Effect

Follow-up on obtaining and reviewing the subrecipient audit report(s) did not occur due to a turnover of
personnel that performed this function. The effect of this finding is that subrecipient audit reports may
indicate audit findings that the City is required to issue management decisions as the pass-through entity
and they would not do so. Additionally, the City is required to assess the subrecipient’s noncompliance to
determine if it is necessary to report such noncompliance on the City’s own audit report.

Recommendation

We recommend the City ensure that its designed and implemented internal controls are operating
effectively to ensure that subrecipient audits are appropriately completed and received by the City.
Documentation should include attestation from the subrecipient if they are not subject to OMB Circular
A-133 requirements. Additionally, management should ensure internal control procedures are operating
effectively to document the management review of the subrecipient audit reports, which would include the
issuing of management decisions on any findings and the consideration of any subrecipient audit findings
and their effect on the City’s compliance and need to report such finding within its own audit report.
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Views of Responsible Officials

The City accepts this finding and will review internal controls to make revisions where oversight is needed
to be in compliance in monitoring subrecipient’s A-133 reports and including management decision and
responses that will be reflected on the City’s own A-133 report, if applicable.

08-21  Subrecipient Monitoring
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.239, Home Investment Partnerships Program, U.S. Department of Housing and Urban
Development; Various grant numbers

Criteria

According to OMB Circular A-133 8§ .400(d) and the 2008 Compliance Supplement, a pass-through
entity is responsible for “during-the-award monitoring,” which includes monitoring the subrecipient’s use
of federal awards through reporting, site visits, regular contact, or other means to provide reasonable
assurance that the subrecipient administers federal awards in compliance with laws, regulations, and the
provisions of contracts or grant agreements and that performance goals are achieved.

Condition Found

The City has several internal controls in place for during-the-award monitoring of its subrecipients. One of
those internal controls is conducting site visits to review the subrecipient’s compliance related to the Home
Investment Partnerships Program. To ensure that all subrecipients are monitored in this manner, the City
maintains a monitoring schedule of all subrecipients, which includes the name of each subrecipient, the
date of the site visit, and the results of the site visit. For a total of nineteen (19) subrecipients tested, which
represented 100% of the population of subrecipients with expenses in 2008, we determined that six (6)
subrecipients were not properly listed on the City’s monitoring schedule. We noted, however, that these
subrecipients did have a monitoring visit performed during the year.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The possible asserted cause of this finding is that the monitoring spreadsheet is not adequately being
reviewed by program management to ensure that it is complete. The effect of this finding is that the
omission of subrecipients from the monitoring schedule may result in subrecipients not having a site visit
conducted.

Recommendation

We recommend the City ensure that all subrecipients are appropriately included on the monitoring
schedule. This will ensure that a complete review of the results and status of the site visits can be made by
management.
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Views of Responsible Officials

The City is in compliance with federal guidelines for all subrecipients to be monitored. This finding is
merely identifying six subrecipients not on a tracking list that is not required by compliance. The list is
merely a backup of a monitoring schedule requested for audit purposes, but the process of monitoring all
subrecipients is initiated by all open contracts that confirm they were all completed.

08-22  Reporting and Subrecipient Monitoring
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development;
Various grant numbers

Criteria

According to 24 CFR Section 583.125, HUD may provide grants to pay for a portion of the actual
operating costs of supportive housing. Assistance for operating costs is available for up to 75% of the total
cost in each year of the grant. The nonfederal entity must pay with its own funds, the percentage of the
actual operating costs not funded by HUD. At the end of each operating year, the nonfederal entity must
demonstrate that it has met its share of the costs for that year.

Additionally, according to 24 CFR Section 583.300 (g) and the 2008 Compliance Supplement, the report
HUD-40118, Annual Progress Report (OMB No. 2506-0145), is due from each grantee 90 days after the
end of each operating year. Separate reports are required for each grant received. The auditor is expected to
test the financial data in:

(1) Part 1 - 15. Supportive Services

(2) Part Il —19. Supportive Housing Program: Leasing, Supportive Services, Operating Costs, HMIS
Activities and Administration

(3) Part Il —20. Supportive Housing Program: Acquisition, Rehabilitation, and New Construction

Condition Found

Subrecipients of the City primarily incur expenditures that are used to provide the related matching amount
required under the Supportive Housing Program. The subrecipients initially prepare the required
HUD-40118, Annual Progress Report, which includes expenditures and matching amounts. These reports
are submitted to the City and the management of the Supportive Housing Program review these reports,
modify amounts as necessary to add direct City expenditures (primarily for administration) and approve
and submit the reports to HUD. No information is obtained by the City from the subrecipients to support
the amount recorded in “Part 1l — 19. Supportive Housing Program: Leasing, Supportive Services,
Operating Costs, HMIS Activities and Administration,” and thus, we were not able to ensure that the
amounts recorded were properly supported.
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Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City is not ensuring that amounts compiled by the subrecipients are
properly supported by qualifying subrecipient matching expenditures. The effect of this is that the City
may be reporting amounts as matching expenditures that are not appropriately supported.

Recommendation

We recommend the City implement procedures to ensure that amounts compiled by subrecipients that are
reported by the City as matching expenditures on the HUD-40118, Annual Progress Report, are accurate
and complete.

Views of Responsible Officials

The current process in place does have an oversight to verify accuracy of figures. However, we will discuss
the process to review the overall effectiveness of necessary documentation needed on hand to support the
figures being reported.

08-23 Reporting
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development;
Various grant numbers

Criteria

According to 24 CFR Section 583.300 (g) and the 2008 Compliance Supplement, the report HUD-40118,
Annual Progress Report (OMB No. 2506-0145), is due from each grantee 90 days after the end of each
operating year. Separate reports are required for each grant received. The auditor is expected to test the
financial data in:

(4) Part 1 —15. Supportive Services

(5) Part Il —19. Supportive Housing Program: Leasing, Supportive Services, Operating Costs, HMIS
Activities and Administration

(6) Part Il —20. Supportive Housing Program: Acquisition, Rehabilitation, and New Construction
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Condition Found

For a sample of 15 HUD-40118, Annual Progress Report, which represented 100% of such reports to be
submitted, we found discrepancies between the amounts submitted on the HUD-40118 reports and the
City’s accounting records of such amounts. Differences were noted in five (5) of the submitted reports with
total differences in those reports noted as follows:

e Leasing amounts reported as $83,797 on the relevant HUD-40118 reports and were $82,795 per the
City’s accounting records.

e Supportive services amounts reported as $565,572 on the relevant HUD-40118 reports and were
$528,664 per the City’s accounting records.

e Operating costs amounts reported as $181,088 on the relevant HUD-40118 reports and were $180,954
per the City’s accounting records.

e Administration amounts reported as $15,545 on the relevant HUD-40118 reports and were $10,976 per
the City’s accounting records.

We also noted that one (1) of the fifteen (15) Annual Progress Reports was prepared using two years of
information instead of the required one year and three (3) of the Annual Progress Reports had amounts
reported for certain categories of costs that did not agree to the same amounts reported elsewhere in the
same Annual Progress Report. Additionally, four (4) of the fifteen (15) Annual Progress Reports were not
filed timely.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City is not ensuring that amounts compiled on the Annual Progress
reports are properly supported by the City’s accounting records. The effect of this is that the City may be
reporting amounts that are not appropriately supported.

Recommendation

We recommend the City implement procedures to ensure that amounts compiled on the HUD-40118,
Annual Progress Report are accurate and complete. Additionally, internal controls should be implemented
to ensure that these reports are properly reviewed for accuracy and submitted within the program time
requirements.

Views of Responsible Officials

Procedures have been put into place to adequately monitor all expenditures to ensure that our accounting
system matches what is being reported.
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08-24  Cash Management
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.235, Supportive Housing Program, U.S. Department of Housing and Urban Development;
Various grant numbers

Criteria

According to the 2008 Compliance Supplement, when entities are funded on a reimbursement basis,
program costs must be paid for by entity funds before reimbursement is requested from the federal
government. Additionally, according to the SHP Desk Guide Section F, grantees should draw funds within
a reasonable period of time before needing to pay an invoice or salaries. The reasonable time period was
deemed to be no more than 15 days.

Condition Found

In our sample of sixty (60) expenditures, we found that one (1) expenditure had a disbursement date that
was in excess of fifteen (15) days after the date of the related drawdown of the federal funds. The total
associated dollar amount of this expenditure was $25,473 or 3.3% of the total sampled population.

Questioned Costs

The most likely questioned costs associated with this finding are $59,171 and were computed by
multiplying the 3.3% error rate as calculated in our sample population to the total of the program
expenditures of $1,803,986.

Possible Asserted Cause and Effect

The asserted cause of this finding is that there was a delay in the actual payment of the invoice by the
City’s accounts payable division and thus the federal drawdown was executed by the grant personnel prior
to the City’s payment. The effect of this finding is that the City be drawing down funds in excess of the
number of days deemed to be reasonable in requesting such funds.

Recommendation

We recommend that the City review their procedures for requesting reimbursement of federal funds to
ensure that reimbursement requests are made after the payment of the expenditure with local funds.

Views of Responsible Officials

DMD/CED has implemented changes in 2009 to ensure compliance with the 15 day requirement.
Currently all paperwork sent to Accounts Payable (AP) must have an AP tag attached to it before it will be
accepted. After meeting with AP staff, a new policy was implemented that would require DMD/CED staff
to also include a pink tag on all grant claims. The pink tag is labeled “GRANTS” at the top and includes
the name and number of the person to contact with any questions about the claim. When AP receives a
claim that has a pink tag, it will let them know that claim is to be a priority for the day. If there are any
issues/problems with the claim, AP will contact the appropriate person immediately to get the issue
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resolved. Staff also checks FAMIS once a week to make sure checks have been cut for all claims submitted
to AP in the last 7 days.

08-25  Reporting and Program Income
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

The Community Development Block Grant program requires the City to report federal expenditures under
the program both through the Integrated Data Investment System (IDIS) and in the filing of a quarterly
financial report under the Payment Management System (Form 272). The 2008 Compliance Supplement
indicates that the auditor should trace the amounts reported to accounting records that support the audited
financial statements and the schedule of expenditures of federal awards and verify agreement.

Condition Found

During 2008, the City reported that $10,073,662 was disbursed in IDIS while $10,528,805 was reported in
the quarterly submitted Form 272 for 2008. The City’s general ledger accounting system reported accrual
basis expenditures of $10,671,761 during the fiscal year ended December 31, 2008. Additionally, the City
reported $1,274,834 of program income in IDIS and $1,312,565 per the quarterly submitted Form 272
related to 2008. In 2008, the City recorded $1,739,576 of program income in the general ledger accounting
system. While the City prepared reconciliations of these amounts, the City also reported $372,776 of
adjustments on the Form 272, however, was not able to provide any documentation to support this reported
amount. As a result of the unsupported adjustments, we could not determine that the reconciliations for
disbursements or program income were prepared accurately.

Questioned Costs

The questioned costs associated with this finding are not able to be determined as the City could not
determine whether the amount of program income reported in IDIS was correctly reported, which would
affect the amount drawn down to reimburse the City for expenditures incurred under the program.

Possible Asserted Cause and Effect

The effect of this condition is that the City may not have properly reported the expenditures and program
income under this program in their federal reporting, in IDIS, or in the general ledger accounting system.

Recommendation

We recommend that the City implement procedures to ensure that reconciliations are regularly prepared
between IDIS and the general ledger accounting system for both expenditures and program income. These
reconciliations should be completed prior to the completion and submission of the Form 272 to ensure that
amounts that are reported are appropriate. Additionally, documentation relating to any adjustments that are
reported on the Form 272 should be maintained to support such amounts.
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Views of Responsible Officials

Reporting processes are being updated to improve internal control and overall management of all grant
requirements. City personnel will ensure that quarterly financial reports are properly reconciled to IDIS
and the Form 272.

08-26  Procurement and Suspension and Debarment
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

According to the 2008 Compliance Supplement, all nonfederal entities shall follow federal laws and
implementing regulations applicable to procurements, as noted in federal agency implementation of the
A-102 Common Rule. These regulations require the following:

e Contract files should exist and contain appropriate cost or price analysis that was performed in
connection with procurement actions, including contract modifications and this analysis should support
the procurement action (A-102 Common Rule § _.36(f)).

e Contract files should document the significant history of the procurement, including the rationale for
the method of procurement, selection of contract type, contractor selection or rejection, and basis of
contract price (A-102 Common Rule 8 .36(b)(9)).

e Procurements should provide full and open competition (A-102 Common Rule §_.36(c)(1)).

e Documentation should be maintained in support of the rationale to limit competition in those cases
where competition was limited and justified (A-102 Common Rule § .36(b)(1)).

Additionally, nonfederal entities are prohibited from contracting with parties that are suspended or
debarred or whose principals are suspended or debarred. Covered transactions include those procurement
contracts for goods and services awarded that are expected to equal or exceed $25,000 or meet certain
other specified criteria.

Condition Found

In our sample of fifteen (15) vendors, we found that four (4) vendors had no documentation supporting the
procurement actions, including bid recipients or analysis of such bids or documentation/justification
supporting that competition was to be limited.

For suspension and debarment, we tested the same fifteen (15) vendors from our procurement testing. For
one (1) of the vendors, the City did not maintain documentation in support of their required check for
suspension and debarment.

37 (continued)



CITY OF INDIANAPOLIS, INDIANA
(A Component Unit of the Consolidated
City of Indianapolis — Marion County)

Schedule of Findings and Questioned Costs
For the year ended December 31, 2008

Questioned Costs

The known questioned costs associated with this finding are $83,960 and were computed as the amount of
expenditures in 2008 related to these vendors. The most likely questioned costs are $85,672 and were
computed by multiplying the ratio of the known questioned costs of $83,960 to the tested population of
$1,940,160 by the entire population of $1,979,720.

There are no questioned costs associated with the suspension and debarment finding.

Possible Asserted Cause and Effect

The effect of the lack of documentation is that open competition for procurements under federal awards is
not achieved. Additionally, the effect of not having internal controls functioning properly over suspension
and debarment, is that federal awards may be spent with a nonqualifying vendor.

Recommendation

We recommend the City implement internal control procedures to ensure that all procurements under
federal awards are assured to follow federal and state regulations, as applicable. All procurement actions
should have a contract file that documents the history of the individual procurement, including bid
solicitations, bid receipts, and analysis of such bid receipts. If procurements are not competitively bid, the
rationale should be formally documented in the contract file. Additionally, the City should ensure that
internal controls are operating effectively to ensure that qualifying vendors are not suspended or debarred.
Documentation should be retained to support such vendor checks.

Views of Responsible Officials

Procurement and suspension and debarment monitoring processes have been reviewed to improve internal
control and overall management of all grant requirements.

08-27  Reporting

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

According to 24 CFR Sections 135.3(a), 135.90, and 570.607, for each grant over $200,000 that involves
housing rehabilitation, housing construction, or other public construction, the prime recipient must submit
Form HUD 60002. There are several key line items that the 2008 Compliance Supplement identified for
testing by auditors.
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Condition Found

We compared the key line items identified in the 2008 Compliance Supplement to information maintained
by the City to support the amounts and numbers submitted in the Form HUD 60002. Several differences
were noted in these key line items as follows:

Form HUD 60002 | City Supporting

Documentation
Dollar Amount of Award $9,300,000 $9,492,006
Construction Contracts Awarded $5,131,851 $6,281,766
Contracts Awarded to Section 3 Businesses $1,276,526 $1,215,662
Non-Construction Contracts Awarded $4,168,149 $3,964,417

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City is not performing a management review of the Form HUD 60002
prior to submission to ensure that the form is accurate and complete. The effect is that inaccurate reporting
may be submitted to HUD.

Recommendation

We recommend the City implement a management review of the HUD Form 60002 prior to its submission
to ensure that complete and accurate information is used to compile the required form.

Views of Responsible Officials

A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better
understanding of the reporting requirements. Having a better understanding of how to report to HUD will
eliminate future confusion.
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08-28  Subrecipient Monitoring
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

According to OMB Circular A-133 §__.400(d)(1) and the 2008 Compliance Supplement, a pass-through
entity is responsible for award identification. At the time of the award, the pass-through entity must
identify to the subrecipient the federal award information, which includes the CFDA title and number,
award name, name of federal agency, and applicable compliance requirements.

Condition Found

The City typically utilizes a standard agreement with their subrecipients, which communicates the above
requirements. However, the City included the name of the federal program, but not the related CFDA
number on agreements for one (1) of the nineteen (19) subrecipients for the Community Development
Block Grants/Entitlement Grants program.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City did not utilize their standard subrecipient agreement for the
subrecipient. The effect of this finding is that the subrecipient of the City does not have the complete
identifying information required. The identification of all federal award information is vital so that the
subrecipient is fully aware of the federal origin of the grant funding and hence the compliance
requirements.

Recommendation

We recommend the City ensure that all agreements with subrecipients include the CFDA number to ensure
that the subrecipient is aware of the source and requirements of the funds that they are receiving.

Views of Responsible Officials

The City agrees with this finding and will ensure that all loan agreements include the CFDA number. City
will notify the subrecipient of the CFDA number.
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08-29 Matching, Level of Effort, Earmarking
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

According to 24 CFR Sections 570.200(a)(3) and 570.208(a) and the 2008 Compliance Supplement, not
less than 70% of the program funds must be used over a period of up to three years, as specified by the
grantee in its certification, for activities that benefit low- and moderate-income persons.

Condition Found

The City’s Integrated Disbursement and Information System (IDIS) report CO4PR26 indicates on line 22
that the “percent of low/mod credit” is 75.33% which is in excess of the 70% threshold noted above.
However, included in that calculation is an adjustment amount of $728,755, which is reported on line 20 of
the CO4PR26 report and is entitled “adjustment to compute total low/mod credit.” The City could not
provide any documentation to support the source of this adjustment, and therefore, we were not able to
verify its accuracy. We noted that without this adjustment amount, the City would not have met the 70%
required earmarking requirement.

Questioned Costs

The questioned costs, if any, associated with this finding cannot be determined.

Possible Asserted Cause and Effect

The cause of this finding is that the City did not maintain adequate documentation to support amounts
entered into IDIS for this adjustment. The effect is that inaccurate information may have been reported in
IDIS.

Recommendation

We recommend the City implement internal controls to ensure that there is appropriate review of amounts
entered into IDIS and that adequate support is maintained for all adjustment amounts.

Views of Responsible Officials

The City will establish internal controls that will provide support for any adjustments made to the
CO4PR26 Report.
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08-30  Special Tests and Provisions — Environmental Reviews

Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 14.218, Community Development Block Grants/Entitlement Grants, 2008, U.S. Department of
Housing and Urban Development, Grant Numbers B-08-MC-18-007 and B-07-MC-18-007

Criteria

According to 24 CFR Sections 58.1, 58.22, 58.34, 58.35, and 570.604, projects must have an
environmental review unless they meet criteria specified in the regulations that would exempt or exclude
them from Request for Release of Funds and environmental certification requirements.

Condition Found

The City did not have internal controls that were operating effectively to ensure that all projects had the
required environmental reviews. The City maintains a schedule of Community Development Block
Grants/Entitlement Grants projects and documents their environmental review status. This schedule was
not complete in that not all projects were appropriately listed for 2008. As a result, the City did not perform
environmental reviews for six (6) of seventy-seven (77) planned reviews.

Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The cause of this finding is that the City did not properly maintain their environmental tracking schedule to
ensure that all projects were properly included. The effect is that certain projects did not have
environmental reviews as required.

Recommendation

We recommend the City ensure that their designed internal controls are operating effectively by ensuring
that a review is performed to ensure that the schedule listing the required environmental reviews is
complete and accurate.

Views of Responsible Officials

The City does have internal controls in place to ensure that all projects subject to an environmental review
have the review. There was a change in staff last year, which led to confusion regarding what had already
been completed and what needed to be completed. The new staff did not know where the former staff
stored the required documentation. The process that is place will be more than adequate to ensure
compliance in future years.
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08-31  Procurement and Suspension and Debarment
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA Nos. 97.004/97.067/97.073/97.074, Homeland Security Grant Program Cluster, Department of
Homeland Security passed through the Indiana Department of Homeland Security; Grant Numbers C44P-
7-031, C44P-5-240, CA44P-7-405, C44P-9-184A, CA44P-7-406, C44P-9-338A, C44P-9-370A, C44P-9-
217A, C44P-8-191A, C44P-7-328, CA44P-7-474, C44P-7-414, C44P-8-118A, and C44P-9-349A

Criteria

According to the 2008 Compliance Supplement and § .36(b)(9), & .36(c)(1), § .36(b)(1), and
8 .36(d)(4), procurements should conform to the following criteria:

e The contract file should document the significant history of the procurement, including the rationale for
the method of procurement, selection of contract type, contractor selection or rejection, and the basis of
contract price.

e The procurement should provide full and open competition.

e The procurement should document the rationale to limit competition in those cases where competition
was limited.

Condition Found

For procurement, we tested nine (9) vendors with total expenditures of $1,835,505 and which encompassed
74% of the total expenditures under this program subject to this compliance requirement. Of these total
vendors, two (2) did not have sufficient information in the contract file to detail the bids or quotes obtained
to evidence full and open competition. There was also no formal documentation that indicated a rationale
to limit competition.

Questioned Costs

The known questioned costs associated with the procurement finding were $47,676 and were computed as
the entire 2008 expenditures for the vendors for which no bid or quote information was present or there
was no documentation to evidence the appropriateness of the rationale to limit competition. The most
likely questioned costs were $64,102 and were computed by extrapolating the error rate percentage of
2.6% found in our sample to the relevant population of $2,467,900.

Possible Asserted Cause and Effect

The possible asserted cause of this finding is that procurement documentation is not being adequately
maintained for professional services or for procurements that are not competitively bid for other reasons.
The effect of the lack of documentation is that open competition for procurements under federal grants is
not achieved or that documentation supporting the limitation on competition is not adequately maintained
to support the justification.
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Recommendation

We recommend that the City implement internal control procedures to ensure that all procurements under
federal grant awards are assured to follow federal and state regulations, as applicable. If procurements are
not competitively bid, the rationale for such should be formally documented in the contract files.

Views of Responsible Officials

Procurement and suspension and debarment monitoring processes are being reviewed to improve internal
control and overall management of all grant requirements. The two (2) exceptions were reviewed and
followed up on. The City recognizes that proper documentation such as sole source approval through the
grantor should have been obtained to justify the procurement for one of the exceptions, which involves a
vendor for the design and hosting of the public safety training web site and to augment the existing
distance learning web site that was originally designed by this vendor. The City has ensured proper
documentation to justify procurements during 2009 fiscal year. Also for the second exception, the vendor
was selected based on the City’s Request for Qualification procurement method, however, was not
properly documented to show responses received and any evaluations. The City has ensured proper
documentation to justify procurements during 2009 fiscal year.

08-32  Allowable Costs/Cost Principles
Federal Program, Federal Agency, Pass-through Entity, Federal Grant(s) Number

CFDA No. 97.025, National Urban Search and Rescue (US&R) Response System, Department of
Homeland Security, Grant Numbers EMW-2006-CA-0219, EMW-2008-CA-1493, EMW-2007-CA-0219,
and EMW-2008-CA-0522

Criteria

Per OMB Circular A-87, Cost Principles for State, Local, and Indian Tribal Governments, Attachment B,
Paragraph 8(h)(3) and (4), where employees are expected to work solely on a single federal award or cost
objective, charges for their salaries and wages will be supported by periodic certification that the
employees worked solely on that program for the period covered by the certification. These certifications
are to be prepared at least semi-annually and will be signed by the employee or supervisory official having
first-hand knowledge of the work performed by the employee. Where employees work on multiple
activities or cost objectives, a distribution of their salaries or wages will be supported by personnel activity
reports or equivalent documentation, which (1) reflects an after-the-fact distribution of the actual activity
of each employee; (2) accounts for the total activity for which each employee is compensated; (3) is
prepared at least monthly and must coincide with one or more pay periods; and (4) must be signed by the
employee.

Condition Found

We selected a sample of 30 expenditures under the program that included payroll and payroll-related
expenditures. Of this sample, seven of the sample items were for payroll-related expenditures. Six of the
seven payroll-related sample items, which represented $14,446 of the total $120,810 of payroll-related
items in our sample did not have complete time certifications on file. These six sample items were for
employees working solely on the grant programs and only an annual certification statement indicating that
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100% of their time was spent on that grant was completed. The certifications should have been executed at
least semiannually for these employees.

Questioned Costs

The amount of most likely questioned costs is $116,428 and was computed as one-half of the
payroll-related expenditures for the year for the employees who charged 100% of their time to the grant
program.

Possible Asserted Cause and Effect

Management indicated that when employees’ time is charged 100% to a respective grant, management was
not aware of the requirement for the employees to complete semiannual time certifications. The effect of
this finding is that time may be charged to the grant that does not represent actual time spent on grant
activities.

Recommendation

We recommend that management strengthen the City’s processes and controls to help ensure that payroll
charges are supported by after-the-fact personnel activity reports or that semiannual certification
statements (at a minimum) are executed for all employees charging time to federal grants stating that 100%
of their time is spent on a particular grant.

Views of Responsible Officials

Both the Grant Manager and Program Manager have attended grant management training and were aware
of the required certifications. After completing the grant management courses early in 2008, processes
were reviewed and systems were put into place to ensure that requirements were being met.

2CFR225 Appendix B Section 8 paragraph h.3 states, “Where employees are expected to work solely on a
single Federal award or cost objective, charges for their salaries and wages will be supported by periodic
certifications that the employees worked solely on that program for the period covered by the certification.
These certifications will be prepared at least semiannually and will be signed by the employee or
supervisory official having first hand knowledge of the work performed by the employee.” Because
2CFR225 is not explicit as to how the semiannual certifications are to be carried out or what language is to
be included we feel that this requirement was met in a few ways.

One certification was completed by the employees for January 1, 2008 — December 31, 2008. The
additional certifications required were completed by personnel having first-hand knowledge of the work
performed by each employee while performing periodic tasks for the grant program. One periodic task is
the quarterly completion of the PSC272 reports. The CFR does not state that financial reports cannot be
used to certify effort for the grant program. This particular financial report is different from the 269’s and
other reports used by various federal agencies in that it certifies more than the accuracy of the report. The
PSC 272 includes a certification, which states, “I certify to the best of my knowledge and belief that this
report is true in all respects and that all disbursements have been made for the purpose and conditions of
the grant or agreement.” That statement is signed by an individual who has first-hand knowledge of all
work hours charged to the grant program. Because the statement certifies all disbursements and
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specifically states that all have been made for the purpose and conditions of the grant or agreement we feel
that these financial reports met the certification requirement in 2008. In addition, the three individuals
employed by Indiana Task Force One are fully aware that their positions are grant funded and understand
that they cannot be compensated for hours that do not support program activities. To ensure that this fact is
understood, a standard operating procedure was drafted early in 2008 stating that when employees sign
their time cards they also certify that 100% of the effort supported the grant program. Those time cards are
also signed by an individual who has first-hand knowledge of all work activities and would not sign if the
hours worked did not support the program. Finally, we are structured in such a way that individuals
assigned to Indiana Task Force One do not work in any other units of the Indianapolis Fire Department
(IFD) or any projects that do not support USAR functions. Both the Chief and the CFO for IFD are fully
aware that the task force positions are grant funded and that employees cannot be assigned to other
departments or work on projects that do not support the grant program.

We will comply with the recommendation. Even though we believe that this requirement is being met, the
recommendation is reasonable and would not require much effort to complete. The additional certification
has been added to our process and will be completed when our semiannual progress reports are due.

08-33 Procurement, Suspension, and Debarment
Federal Program, Federal Agency, Pass-Through Entity, Federal Grant(s) Number

CFDA No 66.458 Capitalization Grants for Clean Water State Revolving Fund, U.S. Department of
Agriculture passed through State of Indiana Budget Agency; Grant Numbers CS18223301, CS18230501,
CS18235801, CS18241201, Indy 6-2004 B, WW0501497, WW12/5 Indy Loan #8, Indy Loan 9, Indy
Loan 10

Criteria

Nonfederal entities are prohibited from contracting with or making subawards under covered transactions
to parties that are suspended or debarred or whose principals are suspended or debarred. Covered
transactions include procurement contracts for goods or services awarded that are expected to equal or
exceed $25,000 or which meet certain other specified criteria and all nonprocurement transactions
(e.g., subawards to subrecipients).

When a nonfederal entity enters into a covered transaction with an entity at a lower tier, the nonfederal
entity must verify that the entity is not suspended or debarred or otherwise excluded. This verification may
be accomplished by checking the Excluded Parties List System (EPLS) maintained by the General Services
Administration, collecting a certification from the entity, or adding a clause or condition to the covered
transaction with that entity.

Condition Found

During our Procurement and Suspension and Debarment testwork, we noted that the City did not have
internal controls in place to assure that its contractors that met the requirements were not suspended and/or
debarred.
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Questioned Costs

There are no questioned costs associated with this finding.

Possible Asserted Cause and Effect

The effect of this condition is that the City could enter into procurement transactions with vendors that are
suspended or debarred. During our testing, we found that none of the vendors were suspended or debarred.

Recommendation

We recommend that the City implement policies and procedures to make sure that all vendors are reviewed
for debarred and/or suspended status or that certification is received to that extent or that documentation is
maintained of the City’s check of the EPLS. The EPLS check should be performed prior to the City
contracting with the vendor.

Views of Responsible Officials

Procurement and suspension and debarment monitoring processes were reviewed and updated at the end of
2007 calendar year. The agreements in questions date back to 2001. The vendors in question will be
verified for suspension and debarment immediately. However, we can not go back in time to provide
documentation for when these loans went into affect. As of the beginning of 2008, all agreements include
suspension and debarment language and once executed the vendors are verifying that they are not
debarred. For all multi year contracts the internal process will be updated to verify the suspension and
debarment checks for every year the contract is in effect by the awarded grantee. It is also the City’s
perception that there was grantor approval during all of this process in the last nine years or the loans
would have been null and no reimbursement would have been received.
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Reference | Finding Status Contact Person(s)
03-01 Financial Reporting for Waterworks o . Rob Erney
04-01 | Itemsfor which the City is accounting for on the cash basis of Correction in progress. See current year findings. (317) 327-429
05-01 | @counting should be re-evaluated so that these activities may be 08-02, 08-04, 08-05, 08-07, 08-09, 08-11, 08-12, and | |, @indvgov.org
06-01 properly reflected on the accrua basis of accounting. Or, 08-13.
) procedures should be implemented to ensure that these activities are
07-01 | properly converted to the accrua basis of accounting for year-end
reporting.
05-3 Procurement and Suspension and Debarment — Public Safety | Correction in progress; see current year finding 08- | Jeanene Swiezy
05-7 Partner ship and Community Policing Grants and Community 26. (317) 327-4143
Development Block Grants jswiezy@indy.gov
Suspension and debarment verification is not being certified
according to internal controlsin place.
06-01 Management Review and Supervision Over Financial The City has added additional staff to addressthis | Chuck White
07-01 Reporting Process issue for future financia statements which should (317) 327-4302
Significant errors, both in number and amount, were noted in the alow for moreinternal review of the audit tasks. | cwhite@indy.gov
accounting entries made by the City during the financia reporting
process. Additiona interna controls should be implemented to L i
ensure that management review is occurring for tasks/financial Correction in progress. See current year finding
reporting areas that are more complex or that have resulted in audit | 08-0L.
differencesin prior years.
06-02 Recording of Debt Transactions The City will continue to work with the Indiangpolis | Chuck White
07-02 Numerous audit adjustments were required to ensure accuracy in Bond Bank to improve communication and intend to | (317) 327-4302
;' natr)lglg Leportl ng for b?;d and debt re(ljatﬁd activities. kTh'S occurred | have the entries properly recorded for future cwhite@indy.gov
fﬂﬁ ’ th the governmental activities and the Waterworks proprietary | ¢ o0 o garements.
Correction in progress. See current year finding
08-07.
06-05 Contributed Infrastructure and Redevelopment Properties The City agrees that additiona controls should be Chuck White
07-03 The City records infrastructure that are partialy constructed with the | implemented to ensure that completed (317) 327-4302
City's funds and partially funded with federal dollars received by the | infrastructure projects and redevel opment property | cwhite@indy.gov

State of Indiana. There were severa projects that were completed
but recorded in the financial statements on atimely basis which
affected both capital assets and contributed capital .

disposals are recorded on atimely basis. Policy and
procedures will be reviewed with management of
departments involved to enhance current
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Reference

Finding

Status

Contact Person(s)

The City purchases redevel opment properties that are used for
economic development initiatives which are often subsequently sold
to devel opers to accomplish the City’ s objectives. In 2006, a review
of these properties was undertaken to determine whether the City
continued to be the owner of such properties. Many were found to
be in error and others were not determinable however, until further
investigation, the City has continued to include these in the financia
statements.

procedures and strengthen internal control, so
transactions occur on atimelier basis. Advances
have been accomplished in reporting infrastructure
and redevelopment properties in the current year.

Correction in progress; see current year finding 08-
03

The issue has been corrected for auto and public

06-07 Self Insurance Liabilities Chuck White
07-04 The City records a ligbility for its estimate of the incurred but not ligility insurance claims. (317) 327-4302
paid and/or reported amount for worker’s compensation and auto owhite@indy.qov
liability clams as the City is sdf-insured for both risks. Management — , :
estimates this amount primarily by utilizing prior historical experience. Co_r rection in progress_for_worker S compensation
However, no independent assessment is made as to the adequacy of | claims. The City is reviewing its process for
the reserve recorded in prior years to assess the reasonableness of cdculating this ligbility and determining the
the City’s methodology on an ongoing bess. appropriateness of engaging athird party (ie:
For public liability sef-insurance risks, the City estimates aliability aCt”"’]Eyzj.to pooid the calculation. See current
for outstanding legal cases which they believer are susceptible to year finding :
accrua. This process occurs during the financia reporting process
(i.e. after year end), but usually a significant amount of time prior to
the issuance of the financial statements. No processisin place for
City management to monitor or update this ligbility after thisinitia
assessment.
06-08 Long-Term Notes Receivable Balances Corrected. Chuck White
07-05 The City often enters into agreements with other entities whereby a (317) 327-4302
long-term note receivable is executed for the achievement of the cwhite@indy.gov

City’ s economic development initiatives. 1n 2006, the City entered
into several of these agreements and a long-term note receivable
was recorded for the entire agreement amount even though the funds
had not yet been disbursed by the City. Additiondly, it was
determined that some of the long-term notes receivable, which had
been executed in prior years, were not collectible and thus they were
written off. For these notes receivable, it was determined that the
City was not performing aregular review to confirm the ownership
of the underlying assets used as collateral. These properties had
been sold without proper natification to the City and thus the City had
no collateralized means to collect the receivable.
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Reference

Finding

Status

Contact Person(s)

In 2007, it was discovered through the audit procedures, that the City,
aso had long term notes receivable recorded that were doubtful of
collection and thus needed to be written off.

06-11
07-06

Timely Reconciliations of Cash and Trust Accounts

Cash reconciliations should be performed on atimely basis and
appropriately reviewed and approved in order to be an effectively
operating internal control. During 2006, reconciliations were not
performed timely, did not aways have evidence of a proper review
being performed, and related adjustments to the financial statements
were not recorded timely.

In 2007, reconciliations were aso not performed timely and
reconciliations for the City’s trust accounts were often performed
only at year end. Audit adjustments were recorded to correct
inappropriate investments income entries and errors in the City’s
Waterworks fund accounts evidencing a lack of effective
management review.

Correction in progress; see current year finding 08
1.

Chuck White
(317) 327-4302
cwhite@indy.gov

06-13
07-07

Recor ding of Accounts Payable

Accounts payable for financial reporting purposes are recorded
primarily based on areview of subsequent year cash disbursements
and determining whether or not such disbursements relate to the
current year. Errors were determined for several items that were
not properly accrued.

Correction in progress; see current year finding 08
12

Chuck White
(317) 327-4302
cwhite@indy.gov

06-15
07-15

Reporting — Community Development Block Grants

In 2006, differences were found between the amounts reported on
Form PM S-272, the amounts in the Integrated Data | nvestment
System (IDIS), and the amounts recorded in the City’s general
ledger system for expenditures and program income. The City could
not reconcile the amounts.

In 2007, differences in these amounts were aso noted and the City
was able to reconcile these amounts. However, the City also
reported $372,776 of adjustments on the Form SF-272 but was not
able to provide any documentation supporting this amount.

Reporting processes are being updated to improve
interna control and overdl management of dl grant
requirements. City personnel met with HUD on
October 22, 2009 to discuss the proper way to fill
out the SF-272 form. It was discovered that the
form being used was not the most recent form.
Going forward the correct form has been
downloaded from HUD’ s website, al reports for
2009 were re-calculated and re-submitted and
properly reconciled to IDIS and the city’s genera
ledger system.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.gov
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Reference | Finding Status Contact Person(s)
Correction in progress, see current year finding 08-
25.

05-04 | Subrecipient Monitoring —Home I nvestment Partner ships Corrected. Jeanene Swiezy

06-16 Program and Homeland Security Grant Program Cluster (317) 327-4143

07-20 | The City did not include the CFDA number in the grant agreements jswiezy@indy.gov
with subrecipients.

06-17 | Cash Management — Supportive Housing Program Accounts Payable (AP) Manager will implementa | Jeanene Swiezy
In asample of thirty expenditures, two were found which had process that includes immediate communication to | (317) 327-4143
disbursement dates that were after the date of the related drawdown | @ department for any documentation AP receives jswiezy@indy.gov
of the federal funds. The elapsed time for these two items was 4 that is unable to be processed at the time of review.
and 25 days respectively. The total associated dollar amount of o o
these expenditures was $29,004 or 4.6% of the total population of Correction in progress; see current year finding 08-
expenditures of $2,353,068. 24,

06-18 Procurement and Suspension and Debarment — Urban Areas | Corrected. Jeanene Swiezy

07-30 | Security Initiative and Homeland Security Grant Program (317) 327-4143
The City did not have interna controls in place to assure that its jswiezy@indy.gov
subreci pients and vendors, which met the requirements, were not
suspended and/or debarred.

06-22 | Subrecipient Monitoring — Urban Areas Security Initiative and | Subrecipient processes are being reviewed to Jeanene Swiezy

07-29 Homeland Security Grant Program Cluster improve internal control and overall management of | (317) 327-4143
The City does not have adequate internal controlsin place to ensure | al grant requirements. jswiezy@indy.gov
that subrecipient audits are received or that the results of any audits
are appropriately reviewed and documented. Correction in progress; see current year finding 08-

20.

06-23 Procurement and Suspension and Debarment — Urban Aress | Procurement and suspension and debarment Jeanene Swiezy

07-30 | Security Initiative and Homeland Security Grant Program monitoring processes are being reviewed to (317) 327-4143
Cluster improve internal control and overal management of | jswiezy@indy.gov

The City did not appropriately obtain any price or rate quotations of
some vendors relating to procurement nor was there any
documentation to judtify the limiting of competition.

all grant requirements.
Correction in progress; see current year finding 08
26 and 08-31.
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Reference | Finding Status Contact Person(s)
06-24 | Subrecipient Monitoring — Home I nvestment Partner ships All 2006 sites have been monitored per Jeanene Swiezy
07-22 Program requirements and the missing 2007 listings have (317) 327-4143
The City maintains a monitoring schedule of all HOME subrecipients | been added to the monitoring sheet. jswiezy@indy.gov
to facilitate annua gSite visitsto fulfill the during-the-award monitoring
requirements. Not all subrecipients were appropriately listed on the | Correction in progress; see current year finding 08-
monitoring schedule and thus some subrecipients did not have site 21.
vidts performed during 2006.
In 2007, six subrecipients were excluded from the monitoring
schedule athough each had a monitoring visit conducted.
06-26 | Special Tests and Provisions-Housing Quality Standards — Every effort is made to include al projectsthat are | Jeanene Swiezy
Home Investment Partnerships Program scheduled for inspection, based on total project size, | (317) 327-4143
For 2006, atota of 8 projectsin our sample of 30 projects (total for annual, every other year and every third year jswiezy@indy.gov
population of 33 projects) were not inspected within the appropriate inspection cycles. The City has several
guiddines. spreadsheets prepared which tracks projectsto
ensure the appropriate projects are properly
scheduled for their ingpection cycles.
Staff will review and update spreadsheets to
maintain current information. Staff will also strive to
avoid any error in tracking and monitoring projects
requiring on-site physical inspectionsin any given
year. All projects inspected are subject to meeting
Housing Quality Standards and the HOME
Program Property Standards requirements. In 2009,
anew staff has been assigned to this project to
ensure that all units are inspected by the end of the
program year.
Correction in progress, see current year finding 08
19.
06-27 Eligibility — Home I nvestment Partner ships Program The City is aware of thisfinding and agreesthat it | Jeanene Swiezy
07-24 | TheCity did not have internal controlsin place that were operating | must improve its performance in monitoring and (317) 327-4143
effectively to ensure that the digibility requirements were being tracking the submittal and review of Annua jswiezy@indy.gov

redetermined annualy.

Recertification’s of tenant income and occupancy
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Status of Prior Year Findings
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from property owners and managers for each
active project in the completed rental portfolio. A
more focused effort is being made by staff to notify
and follow-up with property owners and managers
to timely submit their annual recertification
packages in the anniversary month of their projects
completion. Associated with the recertification’s
we will betimely in performing the On-site Tenant
File Reviews for those projects whose schedules
rotate on annual, every other year or every third
year ingpection cycles. Internal controls for these
activities include the word spreadsheets created to
track annual recertification’s and monitoring tenant
file reviews by the project’ s anniversary month on
the share drive under HOME/Rental Projects.
These spreadsheets will be updated on an ongoing
basis.

Correction in progress; see current year finding 08-
14.

06-28
07-27

Matching, Level of Effort, Earmarking — Rental Properties—

Scope Limitation - Home I nvestment Partner ships Program
The City did not have interna controls in place that were operating
effectively to ensure that the City complies with the earmarking
requirements of each participating jurisdiction investing HOME funds
with respect to tenant-based rental assistance and rental units not
less than 90 percent of (1) the families receiving assistance are
families whose annua income do not exceed 60 percent of the
median family income for the area, as determined and made available
by HUD, with adjustments for smaler and larger families at the time
of occupancy or at the time funds are invested, whichever is later or
(2) the swelling units assisted with such funds are occupied by
families having such incomes.

A re-organization has taken place where these
specific duties are assigned to another staff
member. All earmarking requirements will be met
before the next audit is completed.

Correction in progress, see current year scope
limitation & finding 08-16.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.gov
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Status of Prior Year Findings
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06-29 Matching, Level of Effort, Earmarking - Home I nvestment The grant analyst receive additiona training in this | Jeanene Swiezy
07-26 Partner ships Program areain 2008 and this better understanding in the (317) 327-4143

For 2006, in a sample of 7 match items which constituted 98 percent | internal control process will remove this issue jswiezy@indy.gov
of the total match amount claimed by the City, three of theitems did | \oving forward.

not have adeguate documentation to support the date of the match

and a determination could not be made that these amounts were

appropriately reported for 2006. They were determined to be from

an alowable source. Correction in progress; see current year finding 08
For 2007, the City reported $1,340,093 total match amounts. In a o

sample of 13 items which congtituted 69% of the total match amount,

9 of the items totaling $633,013 did not have sufficient

documentation, we could not determine if the amounts were from an

appropriate match source, or the date of the match could not be

verified.

07-08 Grant Accounting The process to record grant receivables and Chuck White
The 2007 audit identified a number of entries that were required to | deferred revenue was modified in 2008 which (317) 327-4302
properly dsate grant-related financia statement amounts. The | resulted in improvements to this process for the cwhite@indy.gov
magjority of these erors is due to an inappropriate level of | 2008 audit. The processis being refined in 2009 to
management review of the spreadsheet or incorrectly coded grant | further improve the process and address findings
transactions which caused the City to improperly defer revenue | noted for the 2008 audit.
related to grants.

Correction in progress; see current year finding 08
03.

07-09 Waterworks Contributed Capital Asset Transactions Processes are being reviewed to improve Chuck White
The Waterworks proprietary fund records capital asset additions | waterworks transactions and overall efficiency of (317) 327-4302
which represent donations of infrastructure from developers. The | dl internal processes by new management. cwhite@indy.gov

audit identified instances whereby these capital assets were not
recorded on a timely basis and frequently in the wrong year. Also,
the audit identified some developer donated infrastructure that was
recorded by the City many months, and in some cases almost a year,
after the “in service” date. Given the often high dollar value of these
capita assets, it is critical that the Waterworks record them in the
proper period.

Correction in progress; see current year finding 08
04.
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Status of Prior Year Findings
Y ear ended December 31, 2008
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07-10 Pension Trust Fund Transactions Corrected. Chuck White
Severa errors were identified in the recording of Pension Trust Fund (317) 327-4302
entries which were required to be corrected by the City. cwhite@indy.gov
Additiondly, the audit identified that the City had accrued twice for a
portion of benefit payments made to recipients of the deferred
retirement option plan (DROP).

07-11 Recording of Waterworks PILOT Processes are being reviewed to improve Chuck White
Waterworks pays a payment in lieu of taxes (PILOT) to severa | waterworks transactions and overall efficiency of (317) 327-4302
counties. The liability at the end of the year is estimated based upon | al internal processes by new management. cwhite@indy.gov
historical payments made and the City’s estimate of any anticipated
increases. The audit identified severa errors in the estimates of | Correction in progress, see current year finding 08
payments made which required adjustments in the financia | 05.
statements.

07-12 IT System Change M anagement Processes have been reviewed to improve I'T Chuck White
All of the Production Implementation Plans that were tested as part | System and overall efficiency of al interna 1T (317) 327-4302
of the external audit's internal control testing were missing who | System processes, especialy where the third-party | cwhite@indy.gov
reviewed, approved, and implemented the plan.  Additiondly, | contractors are concerned regarding the City’s
developers have access to migrate changes to program codes into | approvd, testing and implementation procedures.
production using batch processing by emailing a change code request
directly to Production Analysts. No formal authorization is obtained | Correction in progress, see current year finding 08-
for this process and evidence of approvals is not obtained and | 13.
reviewed by the Production Analysts prior to making the change.

07-13 Property Room Cash and Related Transactions Corrected. Chuck White
The City maintains possession of cash and other items derived from (317) 327-4302
illegal activities in an agency fund until the ultimate dispostion is cwhite@indy.gov

decided by the courts. If it is determined that the assets ultimately
will become the City’s assets, the cash or other item is reduced out
of the agency fund and recognized as revenue in the City’s pension
trust fund. During 2007, the City determined that a significant
number of these cases were now closed and that these assets
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belonged to the City. Many of the cases had been closed over the
past couple of years however; City personne had not timely
transferred the cash to the pension trust fund. Additionaly, it was
determined that through our inquiries that none of the cash in the
property room had been initially recorded in the financid statements
of the agency fund.

07-14 | Sewer and Water Revenue Adjustments Processes are being reviewed to improve Chuck White
The City utilizes a third-party contractor to perform the billing and | waterworks transactions and overal efficiency of (317) 327-4302
collection function for sewer and water services. As part of this | al interna processes by new management. cwhite@indy.gov
function, the contractor aso issues refunds or credits for any
incorrect billings that may occur related to these services. The City | Correction in progress, see current year finding 08
does not have a process in place to review or identify these| 09.
adjustments and record corresponding amounts properly in the
accounting system.

07-16 Cash Management - Community Development Block Grants | Corrected. Jeanene Swiezy
In a sample of sixty (60) expenditures, there were twenty-five (25) (317) 327-4143
expenditures had disbursement dates that were after the date of the jswiezy@indy.gov
related drawdown of the federa funds.

07-17 Reporting - Community Development Block Grants A new staff person has been assigned to Section 3 | Jeanene Swiezy
There are several key line items that the 2007 Compliance | and has meet with HUD staff to get a better (317) 327-4143
Supplement identified for testing by auditors that showed | understanding of the reporting requirements. jswiezy@indy.gov
discrepancies from the Form HUD 60002 to the City supporting | Having a better understanding of how to report to
documentation. HUD will eliminate future confusion.

Correction in progress; see current year finding 08-
27.

07-18 Reporting and Subrecipient Monitoring — Supportive Housing | Starting in 2009, the Department of Metropolitan Jeanene Swiezy
Program Development will require al SHP subrecipientsto | (317) 327-4143

include a copy of al checks with the claims. jswiezy@indy.gov
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According to 24 CFR section 583.125, HUD may provide grants to
pay for a portion of the actual operating costs of supportive housing.
The non-Federal entity must pay with its own funds, the percentage
of the actual operating costs not funded by HUD. At the end of
each operating year, the non-Federa entity must demonstrate that it
has met its share of the costs for that year. The City’s subrecipient
expenditures are used to meet this matching requirement. However,
no information is obtained be the City from its subrecipients to
support the amount recorded in “Part 11-19. Supportive Housing
Program: Leasing, Supportive Services, Operating costs, HMIS
Activities and Adminigtration.”

Correction in progress; see current year 08-22 and
08-23.

07-19 Reporting and Subrecipient Monitoring — Supportive Housing | Corrected. Jeanene Swiezy
Program (317) 327-4143
As part of the HUD-40118 Annual Progress Report (APR) the jswiezy@indy.gov
City is required to report the amount of administration expenses
during the applicable time period. Many APRs submitted in 2007 had
administration expenses that did not agree to the actual administration
expenses for the period according to the City’ s accounting records.

07-21 Subrecipient Monitoring - Home Investment Partner ships The City isin the process of reviewing internal Jeanene Swiezy
Program controls to make revision where oversight is needed | (317) 327-4143
The City does not have adequate internal controls in place that were | in monitoring subrecipients A-133 reports, induding | jswiezy@indy.gov
operating effectively for 2007 to ensure that subrecipient auditsare | management decision and responses that will
received or that the results of any audits are appropriately reviewed | reflect on our own A-133 Report.
and documented.

Correction in progress; see current year 08-20.

07-23 Reporting - Home Investment Partner ships Program A new staff person has been assigned to Section 3 | Jeanene Swiezy
There are severd key line items that the 2007 Compliance | and has meet with HUD staff to get a better (317) 327-4143
Supplement identified for testing by auditors that showed | understanding of the reporting requirements. jswiezy@indy.gov

discrepancies from the Form HUD 60002 to the City supporting

Having a better understanding of how to report to
HUD will eliminate future confusion.
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documentation.
Correction in progress; see current year 08-18.
07-25 Reporting and Program Income - Home I nvestment Grant Analysts are performing reconcilistionson a | Jeanene Swiezy
Partner ships Program monthly basis which will eliminate thisissue. (317) 327-4143
During 2007, the City reported that $308,005 of program income was jswiezy@indy.gov
disbursed in IDIS while the City’s generd ledger accounting system
reported accrua basis program income of $251,409. The City was
not able to reconcile these amounts. Additionaly, the City provided
supporting documentation of program income which consisted of
income received related to HOME supported properties. These
items amounted to $320,000 which was al received in 2007; however
the City was not able to reconcile this amount with either of the
amounts indicated above.
07-28 Matching, Level of Effort, Earmarking— CHDOs - Home The Grant Analysts and Program Coordinator Jeanene Swiezy
Investment Partner ships Program received training from HUD on how to correctly (317) 327-4143
document CHDO activitiesin IDIS. Now that they | jswiezy@indy.gov

For two (2) of the sample items which totaled $425,000 in IDIS, the
related agreements with the CHDOs showed that the actual
commitment was $654,800 and the City was not able to reconcile this
difference. Also, two (2) of the nine (9) CHDOs did not have a
certification letter.

There was a tota of $531,660 reported in IDIS as actud
disbursements in 2007 for the CHDO activities. For three (3) of the
CHDO contracts with actua disbursements per IDIS of $279,203,
the actua amounts shown as paid in the City’s general ledger
accounting system was $337,183. For four (4) other CHDOs, the
amounts reported in IDIS of $103,769was not able to be reconciled
to the City’s general ledger accounting system.

have this understanding, the issue should resolve
itself.

Correction in progress, see current year 08-17.
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Reference

Finding and Corrective Action

Contact Person(s)

08-01

Management Review and Supervision of Recording of Transactions and over Financial Reporting Process
— Material Weakness

The primary causes of materia errors in the financial statement accounts is a lack of management review by an
individual other than the individua calculating and recording the entries and a failure to comprehensively address
unusua situations in normal year-end closing adjustments.

Corrective Action: Adding personnd is rot an option available to the City of Indianapolis to address the workload of
the personnel who perform all of the activities in connection with the creation of the City’'s financias. Many of the
issues the City has are caused by the antiquated financial system that is used. The City is addressing the latter as part
of a search for a new financial system. In the meantime, the City will examine the workload to determine how we
can better meet the needs of the financia reporting process.

Chuck White
(317) 327-4302
cwhite@indy.qgov

08-02

Waterwor ks Financial Reporting — M aterial Weakness

Numerous and significant financial statement audit adjustments were necessary to properly state Waterworks
financial statement amounts. It was also determined that the overdl financial reporting internal control process for
Waterworks is weak.

Corrective Action: The management of the Department of Waterworks (Department) of the City has been working
with its financial consultants to perform a comprehensive review of the financial accounting and reporting practices of
the Department. This comprehensive review has included both the overal financia reporting as well as the
procedures for processing revenues and expenses and creating journa entries to the financial Statements.
Opportunities for improvement will be documented and reviewed by the Department’s new Chief Financia Officer
(CFO) and implemented as needed. As processes are evaluated and changes are made, formal documentation will be
assembled to ensure the process is implemented consistently both now and for future reporting periods.

Rondd Miller
(317) 263-6556
rimiller@indy.gov

08-03

Grant Accounting Including Related Deferred Revenue— Material Weakness

The City enhanced their process for recording grant receivables and the related deferred and unearned revenue for
year-end financia reporting purposes. These changes were made due to significant errors identified during the audit in
the prior year. This new process did not adequately consider the necessary procedures to record deferred revenue and
thus audit adjustments were required to accurately state these amounts. Additiondly, during testing of grant
expenditures, KPM G identified expenditures which were recorded in an incorrect year.

Corrective Action: A new process was created for reviewing the deferred and unearned revenue for grants which the
City believes substantially improved the process. The City will continue to work towards the dimination of errorsin
recording these amounts.

Chuck White
(317) 327-4302
cwhite@indy.qov
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08-04

Waterworks Contributed Capital Asset Transactions— Material Weakness

Instances were identified whereby capital assets were not recorded on a timely basis and, at times, in an incorrect
fisca year. Also some developer-donated infrastructure that was not recorded by the City until many months andin
some cases severa years after the “in service” date. Additionally, related to these devel oper-donated assets, the City
is responsible for refunding a portion of the dollars collected from the developer as customers are added to the water
system. The Waterworks enterprise fund records this liability as customer advances. The audit identified errors with
the amount of the liability recorded by the City due to inaccurate caculations made by the City. Also, there were
certain projects whereby the amount refunded to date to the developers exceeded the maximum amount as calculated
originadly by the City.

Corrective Action: The management of the Department is committed to improvement in the area of capital asset
reporting. The Department’s financial consultants have recommended that one person from the accounting staff have
specific responsibility for recording and processing entries related to capital asset transactions. The Department’s
new CFO will evauate the amount of time that needs to be dedicated specificaly to this task but, the intention is that
the focus on capital asset reporting will address both the reporting of capital asset additions in an accurate and timely
manner and the recording and adjusting of developer liabilities.

Chuck White
(317) 327-4302
cwhite@indy.gov

08-05

Recording of Waterworks PILOT — Material Weakness

Severd errors were noted in the estimates of payments to be made for payments in lieu of taxes (PILOT) which
required adjustments in the financia statements.

Corrective Action: The Department, with the assistance of its financial consultant, has aready implemented
procedures whereby future PILOT payments are estimated with more detailed and accurate information. The
Department works closaly with the City’s Controller’s Office in order to estimate the annual amount of PILOT due to
the City. One area that has caused significant estimating problems in the past few years has been that Marion
County, Indiana and other Counties where PILOT payments are due have been behind on assessing and collecting
annua property taxes on a current basis. Because of this, it has been difficult to accurately estimate PILOT
payments that are due and payable. Based on discussions with officids from the various Counties involved, the
Counties should have this problem resolved in the next couple of years.

Rondd Miller
(317) 263-6556
rimiller@indy.gov

08-06

Recording of Tax Revenues, Receivables, and Deferred Revenues— M aterial Weakness

Incomplete assumptions utilized in calculating the receivable were identified for tax increment financing property taxes
to be received in 2009 related to the final 2008 billing. Based on these findings, the City recorded additiona amounts
to their property tax receivable amounts recorded in the financial statements. Additionaly, due to delayed receipt of
County Option Income Tax (COIT) funds received in 2008 relating to the prior year, the City did not properly record a
receivable for COIT as of the prior year end, thus leading to an overstatement of government-wide tax revenues in
2008.

As part of the year-end financia reporting, the City also records deferred revenue in the fund financial statements for

Chuck White
(317) 327-4302
cwhite@indy.gov
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tax receivables not received within their availability period (60 cays for property taxes and 90 days for all other tax
revenues). Due to the tax billing issues, the City received some tax revenues in early 2009 relating to 2008 which
historically had been received by year-end. The City did not identify this unusua circumstance in order modify their
“traditional” deferred revenue procedures and thus inappropriately deferred revenue that should have been recognized
in the current year.

Corrective Action: The City is going through an unprecedented experience in regards to the billing and collection of
property taxes. The City will continue to review our procedures in calculation of the receivable amounts. When the
billing process returns to normal, many of the issues will be mitigated.

08-07 | waterworks Debt Transactions— Material Weakness g‘i@?g{é\g”a
It does not appear that the trust accounts are being reconciled on atimely basis and thus accounting entries to record imiller@indy.qov
debt payments are not being recorded when they are made. Additionaly, the accounting entries and reconciliations :
are made by one individual and there is no adegquate management review that is occurring to ensure that accounting
entries are accurate.
Corrective Action: The Department will reconcile the Trust Statements on a monthly basis with appropriate
adjustments recorded on the Department’ s books and records.

08-08 Bob Smmons

Contributed Capital Assets— M aterial Weakness

Several projects that were completed but not reported to the Office of Finance and Management on atimely bass,
and thus, the contributed capital contributions were recorded in the current year financial statements athough they
should have been recorded in the prior year.

Corrective Action: On Federal Highway Adminigtration (FHWA) funded projects, the City is continuing to implement
the new internal controls established last year. Additionaly, the City is now preparing a Substantial Completion form
at the final inspection so asto be consistent with locally funded projects. This clearly and immediately identifies when
completion has been achieved and we have beneficial use of the improvements. The State of Indiana, Department of
Transportation (INDOT) continues to send us INDOT form 1C 639, the report of final inspection and recommendation
for acceptance by INDOT. The IC 639 is often times not received by the City until 9 to 12 months after the final
ingpection however. Thisiswhy the City is preparing its own internal document.

The City continues to require a copy of the fina construction record accounting report/binder which includes the fina
accounting spreadsheet, INDOT form IC 642. The final construction record binder is archived by the Project
Manager (PM) and copies of the IC 642 and IC 639 are maintained in the Engineering Division and aso forwarded to
the Finance Division of DPW. INDOT audits every completed FHWA construction project. Because of the number
of these each year, INDOT usudly takes as much as 5 years to complete a final audit on a project so it is not unusua
for us to be notified of changes to the fina accounting long after the project completion.

(317) 327-5281
bas mmon@indy.gov
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The above controls for FHWA project completion and closeout are performance measures for all PM's assigned to
these projects.

08-09

Sewer and Water Receivable Balances— M aterial Weakness

There were significant adjustments required to accurately state accounts receivable balances related to water and
sewer services. These adjustments included amounts related to the gross receivable balance as well as amounts for
the reserve for doubtful accounts.

Corrective Action: The Department’s management agrees that accounting for customer billings and collections and
also the resulting accounts receivable is an important part of the financia controls. The Department’s new CFO will
work with the third party vendor to ingtitute new procedures, with appropriate checks and balances, to assure that the
monthly and year-end balances in customer accounts receivable are both accurate and reasonably expected to be
collectible.

Chuck White
(317) 327-4302
cwhite@indy.gov

08-10

Self-Insurance Liabilities (Worker’'s Compensation) — Significant Deficiency

The City records a liability for its estimate of the incurred but not paid and/or reported amount for worker's
compensation claims as the City is saf-insured for this risk. Management estimates this amount primarily by utilizing
prior historical experience. However, no independent assessment is made as to the adequacy of the reserve recorded
in prior years to assess the reasonableness of the City’s methodology on an ongoing basis. During the current year,
based upon audit procedures, it was determined that the reserve for this self-insured risk was understated and an
additiona accrua was proposed.

Corrective Action: The City will review its process for calcuating this liability and determine the appropriateness of
engaging athird party (actuary) to assist in the calculation.

Chuck White
(317) 327-4302
cwhite@indy.qov

08-11

Timely Reconciliations of Cash and Trust Accounts — Significant Deficiency

The City maintains numerous trust accounts, which primarily are utilized to invest bond proceeds. The City receives
monthly statements on these accounts; however, the City completed reconciliations on these accounts sporadically
during the year and for most accounts only at year-end. This results in disbursements and interest income, which occur
throughout the year, only being recorded during the year-end closing process. Additiondly, the year-end financia
reporting process takes more time due to the reconciliations being performed only once a year. Reconciliations for
other cash accounts are also not occurring timely and management review is not taking place on atimely basis.

Corrective Action: It is the intention of the Department of Waterworks that Trust Statements will begin being
reconciled on a monthly basis with appropriate adjustments recorded on the books and records. Also, new procedures
for the monthly reconciliation of fund baances will be implemented as well. These procedures will become part of the
monthly closing of the books and records.

In regards to the other City accounts, in 2008 due to one vacancy caused by a staff member moving to another
department and the only other staff person being on disability leave for six months, the City was unable to perform the

Chuck White
(317) 327-4302
cwhite@indy.qgov
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reconciliations on atimely basis. These will be current by year end 20009.

08-12

Recording of Accounts Payable— Significant Deficiency

During test work on subsequent year cash disbursements to determine the accuracy of the recorded accounts payable
amounts, severa items were identified that were not properly accrued or some that had been accrued but should not
have been. An audit adjustment was needed to ensure that various City funds, including the Waterworks fund, were
appropriately stated. No independent review is made of the accrual basis transactions other than by the individua

originally making the adjustment, and thus, no review processiis present to identify errors.

Corrective Action: Policies and procedures for the establishment and review of accounts payable will be established
by the Department of Waterworks. Focus will be on the identification and recording of recurring payments on a
monthly basis as well as the focus on additional items at fiscal year end.

Again, for the remainder of the City funds, because of the system currently in use, it is avery manua process for the
City to create the accounts payable balances at year end. The City will review our process to see where we can
improve in the time before a new system is implemented.

Chuck White
(317) 327-4302
cwhite@indy.qgov

08-13

IT System Program Change M anagement — Significant Deficiency

Key components of the Production Implementation Plan are who requested, prepared, reviewed, approved, and
implemented the requested program change. However, typicaly the components of who reviewed, approved, and
implemented the plan are not completed. Additionally, developers have access to migrate changes to source code into
production using batch processing by emailing a change request directly to Production Anaysts. The Production
Analysts place the code in a staging library and a job is run automatically to move to production. No forma
authorization is obtained for this process and evidence of approvals is not obtained and reviewed by the Production
Andysts prior to making the change.

Corrective Action: After a discusson with the IT system third party, the City understands that part of this
recommendation has been implemented and the balance of the comment will be implemented by year end.

The City’s Office of Finance and Management will determine and implement a process for the deletion of security for
terminated employees and implement a process for the review of other employees access.

Chuck White
(317) 327-4302
cwhite@indy.gov

08-14

Eligibility - Home Investment Partnerships Program

The City did not have internal controls in place that were operating effectively to ensure that the digibility
requirements were being redetermined annually. In asample of 40 tenant files, KPMG identified issues including no
annual certification or the certification was not current, no verification of annua income provided or it was incomplete
and amount provided by annua certification was not supported by documentation provided.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.gov
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Corrective Action: The City is aware of this finding and agrees that it must improve its performance in monitoring and
tracking the submittal and review of Annual Recertification’s of tenant income and occupancy from property owners
and managers for each active project in the completed rental portfolio. A more focused effort is being made by staff
to notify and follow up with property owners and managers to timely submit their annual recertification packagesin the
anniversary month of their project’'s completion. Associated with the recertifications, the City will be timely in
performing the on-site tenant file reviews for those projects whose schedules rotate on an annual, every other year, or
every third year inspection cycles.

08-15 Matching, Level of Effort, Earmarking - Home Investment Partner ships Program Jeanene Swiezy

It was determined that $108,165 of a total reported $196,495 match amounts did not have sufficient documentation to _(31_7) 327f4143
ascertain the appropriateness of the match source or amount. According to the HUD-40107-A report, the City'stotal | 19Vi€zy@indy.gov
match liability for 2008 was $494,154 and the City had excess match from the prior federal fisca year of $6,940,928.
Corrective Action: The Grant Analyst was new to the position and did not have a clear understanding of match and
what was acceptable documentation. The City recelved a better understand from U.S. Department of Housing and
Urban Development (HUD) as to what are acceptable forms of match documentation and has let al sub-receipts
know what is appropriate. This better understanding will help resolve this finding in the future.

08-16 Matching, Level of Effort, Earmarking-Rental Properties-Scope Limitation-Home Investment | Jeanene Swiezy
Partner ships Program (317) 327-4143
Information to support the low-income status of the tenants is maintained by the owners of the projects and KPMG | [Swiezy@indy.gov

was not provided adequate tenant information to test the igibility of the tenants or the tenant files were provided but
were incomplete or did not contain current information (annua recertification required) in order for KPMG to
ascertain compliance with this requirement.

Corrective Action: The Project Agreement between the City and he owner/developer stipulates the minimum
earmarking requirements that must be met before execution of the contract, and obtaining the HOME Renta
Completion Report from the owner/developer after the project is completed. It is then reviewed, approved, and
entered into IDIS. A HOME Renta Projects Earmarking spreadsheet has been created to track and monitor funded
projects. A different staff person has been assigned to work on long-term compliance issues which will help with the
overall management of the rental component of HOME.
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08-17

Matching, Level of Effort, Earmarking— CHDOs - Home I nvestment Partner ships Program

The IDIS report was obtained for fiscal year 2008 to test the amounts reported for CHDOs related to the 2008
HOME dlocation. That report showed a total of $776,223 as the amount reserved for CHDOs, $135,289 as the
amount committed, and $109,485 as the amount disbursed. It was determined that 1DIS had not been properly
maintained for amounts related to CHDOs and thus there were committed amounts that should have been entered in
IDIS but were not and also amounts that were shown in IDIS as committed but were in error. As a result it was
undetermined whether or not the City was in compliance with the Earmarking: CHDO requirement.

Corrective Action: The Grant Analysts and Program Coordinator received training from HUD on how to correctly
document CHDO activitiesin IDIS. Now that they have this understanding, the issue should resolve itsalf.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.qov

08-18

Reporting - Home Investment Partner ships Program

The City is not performing a management review of the Form HUD 60002 prior to submission to ensure that the form
is accurate and complete. Severa differences were noted in key line items on Form HUD 60002 between what was
reported and the City’ s supporting documentation of such amounts.

Corrective Action: A new staff person has been assigned to Section 3 and has met with HUD staff to get a better
understanding of the reporting requirements. Having a better understanding of how to report to HUD will eliminate
future confusion.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.qgov

08-19

Special Tests and Provisions— Housing Quality Standards - Home I nvestment Partner ships Program

KPMG tested a sample of 36 out of 43 properties which were required to have on-site inspections performed during
2008. Of these properties, four (4) of the inspections were not performed within the appropriate time guidelines
according to the number of units in the property. Additiondly, the City’s policy is to perform ingpections on 15% of
the HOME digible units within the property and for one (1) of the inspections, the required number of units was not
inspected.

Corrective Action: The new staff person assigned to Long-term Compliance, aong with the Rehabilitation Staff has
worked out a schedule to ensure that all units are inspected by the end of the program year. All information is tracked
on a spreadsheet and closely monitored.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.gov

08-20

Subrecipient Monitoring - Home Investment Partnerships Program, Supportive Housing Program, and
Homeland Security Grant Program Cluster

The City does not have adequate interna controls in place that were operating effectively for 2008 to ensure that
subrecipient audits are received or that the results of any audits are appropriately reviewed and documented.
Corrective Action: The City will review interna controls to make revisons where oversight is needed to be in

Jeanene Swiezy
(317) 327-4143
swiezy@indy.qgov
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compliance in monitoring subrecipient’s A-133 reports and including management decision and responses that will be
reflected on the City’s own A-133 report, if applicable.

08-21

Subrecipient Monitoring — Home Investment Partnerships Program

To ensure that al subrecipients are monitored, the City maintains a monitoring schedule of al subrecipients, which
includes the name of each subrecipient, the date of the site visit, and the results of the site visit. For atotal of nineteen
(19) subrecipients tested, which represented 100 percent of the population of subrecipients with expenses in 2008,
KPMG determined that six (6) subrecipients were not properly listed on the City’s monitoring schedule. KPMG noted
that this subrecipient did have a monitoring visit performed during the year.

Corrective Action: The City isin compliance with federa guidelines for all subrecipients to be monitored. This finding
is merdly identifying six subrecipients not on atracking list that is not required by compliance. Thelist is merely a
backup of a monitoring schedule requested for audit purposes, but the process of monitoring al subrecipientsis
initiated by all open contracts that confirm they were al completed.

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.qgov

08-22

Reporting and Subrecipient Monitoring - Supportive Housing Program

Subrecipients of the City primarily incur expenditures that are used to provide the related matching amount required
under the Supportive Housing Program. The subrecipients initidly prepare the required HUD-40118, Annual
Progress Report, which includes expenditures and matching amounts. These reports are submitted to the City and
the management of the Supportive Housing Program review these reports, modify amounts as necessary to add direct
City expenditures (primarily for administration) and approve and submit the reports to HUD. No information is
obtained by the City from the subrecipients to support the amount recorded in “Part [I — 19. Supportive Housing
Program: Leasing, Supportive Services, Operating Costs, HMIS Activities and Administration,” and thus, KPMG were
not able to ensure that the amounts reordered were properly supported.

Corrective Action: The current process in place does have an oversight to verify accuracy of figures. However, we
will discuss the process to review the overall effectiveness of necessary documentation needed on hand to support the
figures being reported.

Jeanene Swiezy
(317) 327-4143
|Swiezy @indy.gov

08-23

Reporting - Supportive Housing Program

For a sample of 15 HUD-40118, Annual Progress Reports, which represented 100% of such reports to be submitted,
KPMG found discrepancies between the amounts submitted on the HUD-40118 reports and the City’s accounting
records of such amounts. Differences were noted in five (5) of the submitted reports. KPM G a so noted that one (1)
of the fifteen (15) Annua Progress Reports was prepared using two years of information instead of the required one
year and three (3) of the Annual Progress Reports had amounts reported for certain categories of costs that did not

Jeanene Swiezy
(317) 327-4143
jswiezy@indy.qov
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agree to the same amounts reported elsewhere in the same Annual Progress Report. Additionaly, four (4) of the
fifteen (15) Annual Progress Reports were not filed timely.

Corrective Action: Procedures have been put into place to adequately monitor al expenditures to ensure that our
accounting system matches what is being reported.

08-24

Cash Management - Supportive Housing Program

According to the 2008 Compliance Supplement, when entities are funded on a reimbursement basis, program costs
must be paid for by entity funds before eimbursement is requested from the federa government. Additiondly,
according to the SHP Desk Guide Section F, grantees should draw funds within a reasonable period of time period
before needing to pay an invoice or sdaries. The reasonable time period was deemed to be no more than 15 days.

In our sample of sixty (60) expenditures, KPMG found that one (1) expenditure had a disbursement date that was in
excess of fifteen (15) days after the date of the related drawdown of the federal funds. The total associated dollar
amount of this expenditure was $25,473 or 3.3% of the total sampled population.

Corrective Action: DMD/CED has implemented changes in 2009 to ensure compliance with the 15 day requirement.
Currently all paperwork sent to Account Payable (AP) must have an AP tag attached to it before it will be accepted.
After meeting with AP staff, a new policy was implemented that would require DMD/CED staff to aso include a pink
tag on al grant clams. The pink tag islabeled “GRANTS’ at the top and includes the name and number of the person
to contact with any questions about the claim. When AP receives a claim that has a pink tag, it will let them know that
clamisto be apriority for the day. If there are any issues/problems with the claim, AP will contact the appropriate
person immediately to get the issue resolved. Staff aso checks FAMIS once aweek to make sure checks have been
cut for al claims submitted to AP in the last 7 days.

Jeanene Swiezy
(317) 327-4143
Jswiezy @indy.gov

08-25

Reporting and Program Income — Community Development Block Grants

During 2008, the City reported that $10,073,662 was disbursed in IDIS while $10,528,805 was reported in the quarterly
submitted Form 272 for 2008. The City’s genera ledger accounting system reported accrua basis expenditures of
$10,671,761 during the fisca year ended December 31, 2008. Additiondly, the City reported $1,274,834 of program
income in IDIS and $1,312,565 per the quarterly submitted Form 272 related to 2008. In 2008, the City recorded
$1,739,576 of program income in the general ledger accounting system. While the City prepared reconciliations of
these amounts, the City reported $372,776 of adjustments on the Form 272 however, was not able to provide any
documentation to support this reported amount. As a result of the unsupported adjustments, KPMG could not
determine that the reconciliations for disbursements or program income were prepared accurately.

Corrective Action: Reporting processes are being updated to improve interna control and overal management of al

Jeanene Swiezy
(317) 327-4143
|Swiezy @indy.gov
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grant requirements. City personnel will ensure that quarterly financia reports are properly reconciled to IDIS and the
financial accounting system.

08-26 Procurement and Suspension and Debar ment - Community Development Block Grants Jeanene Swiezy
In a sample of fifteen (15) vendors, it was found that four (4) vendors had no documentation supporting the ,(31_7) 327f4143
procurement actions, including bid recipients or andlysis of such bids or documentation/justification supporting that | ISWi€Zy@indy.gov
competition was to be limited.

For suspension and debarment, the same fifteen (15) vendors were tested from our procurement testing. For one (1)
of the vendors, the City did not maintain documentation in support of their required check for suspenson and
debarment.

Corrective Action: Procurement and suspension and debarment monitoring processes have been reviewed to improve
internal control and overall management of all grant requirements.

08-27 Reporting - Community Development Block Grants Jeanene Swiezy
KPMG compared the key line items identified in the 2008 Compliance Supplement to information maintained by the ,(31_7) 327f4143
City to support the amounts and numbers submitted in the Form HUD 60002. Severd differences were noted in these | 19V1€zy@indy.gov
key lineitems.

Corrective Action: A new staff person has been assigned to Section 3 and has meet with HUD staff to get a better
understanding of the reporting requirements. Having a better understanding of how to report to HUD will eliminate
future confusion.

08-28 Subrecipient Monitoring - Community Development Block Grants Jeanene Swiezy
The City typicaly utilizes a standard agreement with their subrecipients, which communicates the above requirements. ,(31_7) 327f4143
However, the City included the name of the federal program, but not the related CFDA number on agreements for | 1SVI€Zy@indy.gov
one (1) of the nineteen (19) subrecipients for the Community Development Block Grants/Entitlement Grants program.

Corrective Action: The City agrees with this finding and will ensure that al loan agreements include the CFDA
number. City will notify the subrecipient of the CFDA number.

08-29 Matching, Level of Effort, Earmarking - Community Development Block Grants Jeanene Swiezy
The City’s Integrated Disbursement and Information System (IDIS) report CO4PR26 indicates on line 22 that the ,(31_7) 327f4143
“percent of low/mod credit” is 75.33 percent which is in excess of the 70 percent threshold noted above. However, | ISWI€Zy@indy.gov
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included in that caculation, is an adjustment amount of $728,755 which is reported on line 20 of the CO4PR26 report
and is entitled “adjustment to compute total low/mod credit”. The City could not provide any documentation to support
the source of this adjustment and therefore, KPMG was not able to verify its accuracy. KPMG noted that without
this adjustment amount, the City would not have met the 70 percent required earmarking requirement.

Corrective Action: The City will establish interna controls that will provide support for any adjustments made to the
CO4PR26 Report.

08-30 Special Tests and Provisions— Environmental Reviews - Community Development Block Grants Jeanene Swiezy
The City did not have internal controls that were operating effectively to ensure that al projects had the required ,(31_7) 327f4143
environmental reviews. The City maintains a schedule of Community Development Block Grants/Entitlement Grants | 1SWi€zy@indy.gov
projects and documents their environmental review status. This schedule was not complete in that not al projects were
appropriately listed for 2008. As aresult, the City did not perform environmenta reviews for six (6) of seventy-seven
(77) planned reviews.

Corrective Action: The City does have internal controls in place to ensure that al projects subject to an environmental
review have the review. There was a change in staff last year which led to confusion regarding what had already
been completed and what needed to be completed. The new staff did not know where the former staff stored the
required documentation. The process that is in place will be more than adequate to ensure compliance in future years.

08-31 Procurement and Suspension and Debar ment —Homeland Security Grant Program Cluster Jeanene Swiezy
For procurement, nine (9) vendors were tested with total expenditures of $1,835,505. Of these total vendors, two (2) | (317) 327-4143
did not have sufficient information in the contract file to detail the bids or quotes obtained to evidence full and open | jswiezy@indy.gov

competition. There was aso no formal documentation that indicated a rationae to limit competition.

Corrective Action: Procurement and suspension and debarment monitoring processes are being reviewed to improve
internal control and overall management of al grant requirements. The two (2) remaining issues were reviewed and
followed up on. The City recognizes that proper documentation such as sole source approva through the grantor
should have been obtained to justify the procurement for one of the exceptions which was for the design and hosting
of the public safety training website and to augment the existing distance learning website that was originaly designed
by the vendor. The City has ensured proper documentation to justify procurements during 2009 fiscal year. Also for
the second exception, the vendor was selected based on the City’s Request for Qualification procurement method,
however, was not properly documented to show responses received and any evauations. The City has ensured
proper documentation to justify procurements during 2009 fiscal year.
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08-32 Allowable Costs/Cost Principles— Nationa Urban Serach and Rescue (US& R) Response System Jeanene Swiezy
In asample of 30 expenditures under the program that included payroll and payroll-related expenditures, seven of the ,(31_7) 327f4143
sample items were for payroll related expenditures. Six of the seven payroll related sample items which represented | 1S/Vi€zy@indy.gov
$14,446 of the tota $120,810 of payroll rdated itemsin the complete time certifications on file. These six sample
items were for employees working solely on the grant programs and only an annual certification statement indicating
that 100% of their time was spent on that grant was completed. The certifications should have been executed at least
semi-annually for these employees.

Corrective Action: An additional certification has been added to the City’ s process and will be completed when our
semi-annual progress reports are due.

08-33 Procurement and Suspension and Debarment — Capitalization Grants for Clean Water State Revolving | Jeanene Swiezy
Fund (317) 327-4143
During the Procurement and Suspension and Debarment testwork it was noted that the City did not have interna | [Swiezy@indy.gov

controls in place to assure that its contractors which met the requirements were not suspended and/or debarred.

Corrective Action: Procurement and suspension and debarment monitoring processes were reviewed and updated at
the end of 2007 calendar year. The agreements in questions date back to 2001. The vendorsin question will be
verified for suspension and debarment immediately. However, we can not go back in time to provide documentation
for when these loans went into affect. As of the beginning of 2008, all agreements include suspension and debarment
language and once executed the vendors are verifying that they are not debarred. For all multi year contracts the
internal process will be updated to verify the suspension and debarment checks for every year the contract is in effect
by the awarded grantee. It is aso the City’ s perception that there was Grantor approval during al of this processin
the last nine years or the loans would have been null and no reimbursement would have been received.




	10027IND_08_City of Indianapolis 12.31.08 Audit report_final.pdf
	(1) General
	(2) Basis of Accounting
	(3) Basis of Presentation
	(1) Summary of Auditors Results
	(2) Findings Relating to the Financial Statements Reported in Accordance with Government Auditing Standards
	(3) Findings and Questioned Costs Relating to Federal Awards
	Federal Program, Federal Agency, PassThrough Entity, Federal Grant(s) Number
	Criteria
	Condition Found
	Questioned Costs
	Possible Asserted Cause and Effect
	Recommendation
	Views of Responsible Officials
	10027IND_08_City of Indianapolis 12.31.08 Audit report (SEFA)x.pdf
	2008 SEFA Report-1


	Status of PY Findings and Corrective Action.pdf
	Status of Prior Year Findings Master
	2008 Corrective Action Plan Report Master20091221




