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SOCIAL SECURITY TAX BASE CHANGES JANUARY 1 
 
 The 2006 contribution rate will remain at a total of 15.3 percent. The tax rate for both employees’ 
and employers’ shares for 2005 will be 7.65 percent (6.2% of Social Security and 1.45% Medicare). 
 
 We further understand that the maximum amount of earnings that will be subject to Social 
Security contribution will be raised from $90,000 to $94,200 effective January 1, 2006. 
 
 Please contact the Internal Revenue Service at 1-800-829-1040 if you should have any questions 
on this matter. 
 
 

NEW FEDERAL MILEAGE RATE 
 
 It is our understanding that effective January 1, 2006, the Federal mileage rate will be lowered 
from 48 ½ cents to 44½ cents per mile. The State rate for mileage is 40 cents per mile. 
 
  

CANCELLATION OF WARRANTS – OLD OUTSTANDING CHECKS 
 
 Pursuant to IC 5-11-10.5, all checks outstanding and unpaid for a period of two years as of 
December 31 of each year are void. 
 
 Not later than March 1 of each year, the clerk-treasurer shall prepare, or cause to be prepared, a 
list in duplicate of all checks outstanding for two or more years as of December 31 last preceding.  The 
original copy shall be filed with the city or town council and the duplicate copy maintained by the clerk-
treasurer of the city or town.  The clerk-treasurer shall enter the amounts so listed as a receipt to the fund 
or funds upon which they were originally drawn and remove the checks from the list of outstanding 
checks.  If the fund from which the check was originally drawn is not in existence or cannot be 
ascertained, the amount of the outstanding check shall be receipted into the general fund of the city or 
town. 
 

 
ENCUMBERED APPROPRIATIONS – BALANCE AVAILABLE 

 
 With the opening of a new budget year and a new set of ledgers, it is to the advantage of a 
municipality to review the unpaid purchase orders and contracts which remain on the ledgers as 
“encumbered.” 
 
 Unpaid purchase orders and those items under contract are to be added for each appropriation 
account and the total carried to the new 2006 corresponding account.  The actual unpaid amount of the 
purchase orders or contracts should be totaled and shown as a separate amount on the appropriation ledger 
sheet for 2006, with proper explanation, and added to the 2006 appropriation for the same purpose.  By 
properly carrying out this procedure, the 2006 budget will not be expected to stand any expense not 
anticipated in making the budget. 
 
 We suggest the proper officials of the city or town make a listing of these encumbered items and 
make it part of their minutes in their last business meeting of the year.  The Department of Local 
Government Finance should be sent a copy of the listing. 
 
 Keep in mind the appropriations encumbered and carried forward can be used for no other 
purpose other than the purchase order or the contract for which they were appropriated. 
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DORMANT FUND BALANCES-TRANSFERS AUTHORIZED 
 

 IC 36-1-8-5 gives city and town councils authority to order the transfers to the general fund or 
rainy day fund any unused and unencumbered balance in any fund raised by a general or special tax levy, 
the purpose of which have been fulfilled.  This action may be taken by a city or town council at any 
public meeting. 
 
 IC 36-1-8-5 states in part: 
 
 “(a)  This section applies to all fund raised by a general or special tax levy on all the taxable  
 property of a political subdivision.” 
 
 “(b)  Whenever the purpose of a tax levy have been fulfilled and an unused and unencumbered  
 balanced remains in the fund, the fiscal body of the political subdivision shall order the balance of  
 that fund to be transferred as follows, unless a statutes provides that it be transferred  
 otherwise….(2) Funds of a municipality, to the general fund or rainy day fund of the  
 municipality.” 
 
 

ANNUAL OPERATIONAL REPORT OF LOCAL ROAD AND STREET OPERATIONS 
 
 Indiana Code 8-17-4.1 requires an operational report shall be prepared by all cities and towns 
having a population of 20,000 or more with road and street responsibilities. The report shall be prepared 
on forms prescribed by the State Board of Accounts and must disclose all information considered 
necessary to reflect the financial condition and operations of the department. 
 
 A copy shall be filed with the State Board of Accounts, the governing body of the municipality, 
LTAP, and the Planning Division of the State Department of Transportation by June 1 of the year next 
following the operational report year. The report shall also be made available to the public and to the 
press. 
 
 The annual operational report shall be prepared and filed on City and Town Form No. 225.  A 
copy of the report will be furnished to all affected city and town offices by the State Board of Accounts in 
January. 
 
 

REPORT OF NAMES, ADDRESSES, DUTIES AND COMPENSATION OF PUBLIC 
EMPLOYEES 

 
 All cities and towns must file with the State Examiner, State Board of Accounts, 302 West 
Washington Street, Room E418, Indianapolis, Indiana  46204, on or before January 31, Form 100-R, 
Certified Report of Names, Addresses, Duties and Compensation of Public Employees.  This report is 
required by IC 5-11-13.  A supply of this form must be secured from your public printer.  The State Board 
of Accounts does not supply this form.  (This is not to be confused with Form SF 23110 or Form SR9433 
that was mailed to each city controller and city and town clerk-treasurer on December 1 and due back in 
January.)  If a computer printout can supply all of the required information, it can be submitted in lieu of 
the Form 100R as long as it contains the certificate section on the last page of the form. 
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PROMOTION OF CITY AND TOWN BUSINESS 
 
 IC 36-7-2-7 allows cities and towns to promote economic development and tourism.  
Such statute replaced a prior law which authorized cities and towns to budget and appropriate 
funds from the general fund to pay the expense of, or to reimburse city or town officials as the 
case may be, for expenses incurred in promoting the best interest of the city or town.  
Accordingly, a Home Rule ordinance needs to be adopted in accordance with IC 36-1-3 in order 
to enable a city or town to pay for such expenses.  Additionally, an appropriation for such 
expenses must also be obtained. 
 
 In an effort to assist cities and towns that have not passed an enabling ordinance but who 
wish to establish the promotion of business ordinance, we are repeating wording contained in the 
old statute.  Many municipalities have used similar wording in their enabling ordinance. 
 
 “City and town councils are authorized to budget and appropriate funds from the general  

fund of the city, or town, to pay the expense of or to reimburse city officials or town  
officials, as the case may be, for expenses incurred in promoting the best interest of the 
city or town.  Such expenses may include, but not necessarily be limited to, rental of  
meeting places, meals, decorations, memorabilia, awards, expenses incurred in promoting  
industrial, commercial, and residential development, expenses incurred in developing 
relations with other units of government and any other expenses of a civic or 
governmental nature deemed by the mayor or the town council to be in the interest of the 
city or town.” 

 
 This is furnished only for your information.  Each city and town should establish, by 
ordinance, the parameters for such appropriations and expenditures.  Such ordinance should list 
the specific types of promotional expenses which can be paid from moneys appropriated for such 
purpose.  Please note that excessive amounts expended for employee meals, awards, gifts and 
similar expenses could be considered an audit result and comment item in an audit. 
 
 

GAS MONEY GRANTS 
 
If a city or town receives extra money for the purchase of gasoline while participating in 

a Criminal Justice Institute grant program, such money could be receipted to a separate Gas 
Grant fund and could be spent without appropriation as long as the money was used for the 
purchase of fuel. 
 
 

COPY FEES 
  

City and Town councils shall establish a fee schedule by ordinance for the certification, 
copying, or facsimile machine transmission of documents.  The fee may not exceed the actual 
cost of certifying, copying, or facsimile transmission of the document and the fee must be 
uniform throughout the city or town and be uniform to all purchasers.  Actual cost does not 
include labor costs or overhead cost. (IC 5-14-3-8) 
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GENERAL IMPROVEMENT FUND 
 
 IC 36-9-17 authorizes any city or town to establish a permanent revolving fund to be used 
for financing public improvements which are to be paid for by special assessments.  This fund is 
to be known as the General Improvement Fund. 
 
 All collections on such assessments shall be receipted to this fund and all portions of such 
costs as shall be assumed by a city or town shall also be receipted to this fund, thus making such 
fund self perpetuating.  The aggregate sum which may be appropriated and levied shall not 
exceed the equivalent of sixteen and sixty-seven hundredths cents ($0.1667) on each one 
hundred dollars ($100) of net taxable valuation. 
 
 The use of this fund eliminates the necessity for issuing Barrett Law bonds.  The Board 
of Public Works, Board of Public Works and Safety, or Town Council shall fix the time within 
which assessments shall be paid which time shall not extend beyond a period of five (5) years.  
All interest and penalties collected on assessments are to be receipted to the City or Town 
General Fund. 
 
 Accounting for the financing of public improvements handled through this revolving 
fund requires the use of the regular Barrett Law forms that are applicable. 
 
 

ERRORS AND OMISSIONS INSURANCE 
 
 In Official Opinion No. 85-27, the Attorney General advised that errors and omissions 
insurance does cover a portion of a local official’s exposure over and above the tort claims act 
and other protections.  Our audit position concurs in that errors and omissions insurance may be 
acquired by cities and towns with the premium paid by the municipality as long as the coverage 
is for those acts or omissions falling within the official’s scope of employment. 
 
 

CERTIFIED CHECKS 
 
 IC 1-1-7.5-1 states: “In all cases where it is required by law that a certified check be 
submitted in conjunction with submission of bids on public contracts, it is lawful to submit a 
draft, cashier’s check, or money order issued by a financial institution insured by an agency of 
the United States.” 
 
 

RATES FOR PUBLIC NOTICE ADVERTISING 
 
 The rates published in pages 10 through 12 in the December 2004 issue of the Cities and 
Towns Bulletin will remain in effect for 2006. 
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ASSISTANCE TO PUBLIC HEALTH NURSING ASSOCIATION 

 
 IC 16-20-7 allows cities to appropriate money out of the general fund of the city to assist 
incorporated public health nursing associations, organized and operated not-for-profit and solely 
for the promotion of public health and suppression of disease, in carrying on the work of the 
public health nursing associations within a city. 
 
 The amount appropriated may not exceed the amount that could be collected from 
annually levying a tax of one and sixty-seven hundredths cents ($0.0167) on each one hundred 
dollars ($100) valuation of taxable property in the city. 
 
 We recommend that if a city assists such organizations that a contract be entered into that 
lists the services to be provided. 
 
 

INVESTMENT OF UTILITY FUNDS 
 
 IC 8-1.5-3-13 states the “municipal legislative body may by ordinance, authorize officers 
charged by law with custodial care, expenditure and investment of utility money to invest or 
reinvest surplus money of a utility in a manner prescribed by IC 5-13-1.” 
 
 If meter deposits are invested, the interest may be applied to and used in the operation or 
depreciation fund of the municipally owned utility as determined by its governing body.  (IC 5-
13-9-6) 
 
 

UTILITY RECEIPTS TAX 
 
 The following have been determined to be taxable receipts for the purpose of calculating 
the utility receipt tax by the Indiana Department of Revenue: 
 

1. Penalties, 
 
2. Shut off fees, 

 
3. Reconnect fees, and 

 
4. Hydrant rental fees paid by water utility customers, and  

 
Furthermore, IC 6-2.3-5-2 does not allow for bad debts to be deducted from  

revenue in figuring the tax unless you are an accrual basis taxpayer. 
 
 All questions on the utility receipts tax should be directed to the Indiana Department of 
Revenue at (317) 615-2662. 
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RETAIL SALES TAX 
 

The Indiana Department of Revenue has also ruled that the following are subject to retail 
sales tax under IC 6-2.5: 
 

1. Shelter House rentals, 
 
2. Golf cart rentals, and 

 
3. Hydrant rental fees paid by water utility customers. 

 
The sale of trash bags is subject to retail sales tax even if the charge for the bags  

includes trash removal fees unless those fees are separately stated per IC 6-2.5-1-1. 
 
 Trash removal fees are not subject to retail sales tax as trash removal is a service unless 
the fee is combined as a single charge for the purchase of tangible personal property such as 
trash bags. 
 
 All questions concerning the retail sales tax should be directed to the Indiana Department 
of Revenue at (317) 233-4015. 
 
 

INDEX TO BULLETINS 
 
 Enclosed with this issue is an index to the following issues of the Cities and Towns 
Bulletin: 
 
   1996 – March, June, September, December 
   1997 – March, June, September, December  
   1998 – March, June, September, December 
   1999 – March, June, September, December 
   2000 – March, June, September, December 
   2001 – March, June, September, December 
   2002 – March, June, September, December 
   2003 – March, June, September, December 
   2004 – March, June, September, December 
   2005 – March, June, September, December 
 
 The articles appearing in the year 1995 and prior issues have been revised and reprinted 
in later issues.  Also, articles revised in later issues that are obsolete have been omitted from the 
index.  Please discard all issues prior to March 1996. 
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HAPPY HOLIDAYS 
 
 We would like to take this opportunity to look back on the many warm associations that 
we have been blessed with.  The outstanding cooperation and help that we are extended by city 
and town officials is truly appreciated. 
 
 From each of us and our staff to each of you and your staff, we send our best wishes for 
the holidays and our sincere wishes for prosperous and happy New Year. 
 
 
 

________________________ 
Bruce Hartman 
 State Examiner 

 
 
 
 
 
 
________________________                                                     ________________________ 
           Paul D. Joyce       Marilyn S. Rudolph 
    Deputy State Examiner      Deputy State Examiner 
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