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Certificate of Achievement

The Government Finance Officers’ Association of the United States and Canada (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, 2006. 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.

Acknowledgment

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

Mayor Ballard, | also appreciate your continued guidance, interest, and support of excellence in accounting and reporting.
Respectfully submitted,
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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 and the thirteenth largest
city in the nation with a population of 805,000 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 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
legislative council. The 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, Marion 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, Marion 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.
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XV

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 District 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
Avrea, 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:

e Marion County as a governmental 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 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 Capital Improvement Board.

e The Indianapolis Airport Authority and the Health and Hospital Corporation of Marion County are separate and distinct
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 Marion
County, including indigent health care.



e The Indianapolis-Marion County Building 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 Marion 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

Marion 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 Organization Chart
December 31, 2007

XVIII

ELECTORATE \
City County
Council
Internal Audit
Mayor Michael D. ‘
Bart Peterson Humphreys
Cable Comm.
‘ Agency

City Clerk

Chief Deputy Mayor Deputy Mayor

Chief of Staff
John Dillon

Steven Campbell

Corporation Counsel
Kobi Wright

Ellen Quigley
Controller
Robert J. Clifford
Purchasing
Dept of
Administration Dept of Public Safety
Sherlonda Earl Morgan
Anderson

Dept of Parks &
Recreation
Joseph Wynns

Dept of Metropolitan
Development
Maury Plambeck

Administrative

Services

Human Resources

Equal Opportunity

| Administration | Administration Park Rangers | Administrative Services |
| Eme;glency Mgmt. | Resc\)urce ( | Community |
anning A
‘ Development Park Maintenance Develo‘pment
| Police | ‘ ‘ | Planning |
Environmental &
\ ; . Golf [
Interpretive Services
| Fire | ‘ ‘ | Neighborhood Services |
‘ Community G \
Weights & Recreation reenways | Historic Preservation |
Measures ‘ ‘

‘ Sports & Special |

e Compliance |
Animal Control Revenue Facilities

Dept of Public Works
Kumar Menon

Policy Planning

Engineering

Operations

Fleet Services




ELECTED OFFICIALS*

CITY OF INDIANAPOLIS

SCHEDULE OF ELECTED AND APPOINTED OFFICIALS
December 31, 2007

Name Title Service Occupation
Bart Peterson Mayor 8 Mayor and Chief County Executive
Monroe Gray, Jr. City-County Council President 16 Indianapolis Fire Department, Division Chief
Joanne Sanders City-County Council Vice 8 International Representative, International Alliance of
President Theatrical Stage Employees
Andre Carson City-County Councillor 1 Excise Police Officer
Paul Bateman City-County Councillor 2 Retired
Dr. Philip C. Borst City-County Councillor 28 Veterinarian, Shelby Street Animal Clinic
Rozelle Boyd City-County Councillor 40 Retired
Vernon Brown City-County Councillor 4 Indianapolis Fire Department Battalion Chief
Virginia J. Cain City-County Councillor 4 Civic Worker and Homemaker
Bob Cockrum City-County Councillor 12 Retired
Lonnell Conley City-County Councillor 8 Retired
N. Susie Day City-County Councillor 4 Accountant
Sherron Franklin City-County Councillor 4 Indianapolis Metropolitan Police Department Officer
Ron Gibson City-County Councillor 8 Self Employed
Scott Keller City-County Councillor 4 Appraiser/arts; Adjunct Prof. Of Art History, Herron
School of Art of Indiana University
Lance Langsford City-County Councillor 8 Indianapolis Fire Department
Robert Lutz City-County Councillor 1 Attorney
Dane Mahern City-County Councillor 4 Human Resource Consultant, City of Indianapolis
Angela Mansfield City-County Councillor 4 Attorney
Lynn McWhirter City-County Councillor 8 Asst. Trustee, Wayne Township Trustee’s Office
Mary Bridget Moriarty Adams City-County Councillor 20 Human Resources Manager, Multiple Sclerosis
Foundation
Jackie Nytes City-County Councillor 8 Adj. Faculty, Graduate School of Library Sciences,

Indiana University - Purdue University at Indianapolis
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CITY OF INDIANAPOLIS
SCHEDULE OF ELECTED AND APPOINTED OFFICIALS (Cont.)
December 31, 2007
ELECTED OFFICIALS*

Name Title Service Occupation
William C. Oliver City-County Councillor 4 Retired
Marilyn Pfisterer City-County Councillor 4 Business woman
Cherish Pryor City-County Councillor 1 Marion County Auditor, Office Manager
Lincoln Plowman City-County Councillor 4 Marion County Sheriff’s Department
Isaac Randolph, Jr. City-County Councillor 4 Indianapolis Fire Department
Scott G. Schneider City-County Councillor 8 Vice President of Sales, Mister Ice of Indianapolis
Mike Speedy City-County Councillor 4 Owner, Real Estate Consulting and Development
Michael A. Rodman Ex-Officio City Treasurer 3 Marion County Treasurer
Ryan Vaughn City-County Councillor 1 Attorney

*  The term of office for all elected officials expires December 31, 2007 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
John Dillon Chief Deputy Mayor/Chief of Staff 2 2
Steven Campbell Deputy Mayor of Neighborhoods 3 8
Ellen Quigley Deputy Mayor of Public Policy 2 6
Robert J. Clifford Controller 3 8
Kobi Wright Corporation Counsel 4 6
Sherlonda Anderson Director of Administration 2 5
Maury Plambeck Director of Metropolitan Development 8 19
Kumar Menon Director of Public Works 2 15
Earl Morgan Director of Public Safety 2 7
Joe Wynns Director of Parks and Recreation 8 37
Jean Milharcic Clerk of the City-County Council 4 4
Michael D. Humphreys Administrator of Internal Audit 26 26

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 administrative functions of the consolidated City through five departments as follows: Administration
and Equal Opportunity, 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 City-County 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 City-County 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
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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.

The Collections section is a part of the Office of Corporation Counsel 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.

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
government 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.

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 offer 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 properties 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
Division also is responsible for transportation planning activities as the Metropolitan Planning Organization (MPO) 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 responsible 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 of Indianapolis. 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.
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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 Department of Public Works. The Board consists of
seven members and meets twice per month. The Director of the Department of Public Works 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 and the
Federal Grants Special Revenue Fund. The section's services includes 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. Business Services. This section provides the necessary administrative functions for the Department in the areas of Data Management
and other Administrative Services.

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

3. Contract Services. This section provides administrative support and review for service contracts with the Department. 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.
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The Strategic Planning Section provides public access to the many programs administered by the Engineering and Operations Divisions
and throughout the Department of Public Works. This section disseminates information through the media, written publications,
correspondence, and by telephone on engineering projects. This section also provides neighborhood services and citizens relations’
services.

The Office of Environmental Services 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-treatment Program
and the Air Pollution Control Board's Ordinance Enforcement and Regulatory authority. 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 streets, 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 Marion 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
Transportation, Sanitation, and Stormwater Management subfunds of the General Fund.

The Engineering Administration Section provides the necessary planning, programming, inventory, and studies to implement the
department's programs to expand and protect the City's transportation and sanitation networks.

This 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 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.

XXV



XXVI

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
annually. 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.

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 & 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.

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, illegal 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.
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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 Maintenance Operations subfund 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, Stormwater, Solid Waste Disposal, and Transportation
subfunds of the General Fund.

FLEET SERVICES DIVISION

The Indianapolis Fleet Services (I.F.S.) 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. I.F.S. 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 is 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.

INDIANAPOLIS METROPOLITAN 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 IMPD subfund of the General Fund which is funded from the Consolidated
City district that includes all of Marion 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 Consolidated 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
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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
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,
23 recreation centers, 22 aquatic centers, 13 golf courses, 428 sports fields and courts, and 116 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.
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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
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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 (Modernization) and Community Development Block Grants (CDBG) which also originate from HUD. In addition, this
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,
commercial, 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, 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, 2007, which collectively comprise the City’s basic financial statements as listed in the table of contents. We also have audited the aggregate
nonmajor governmental funds, the internal service fund type, and each fiduciary fund type of the City, as of and for the year ended December 31, 2007, as
displayed in the City’s basic financial statements. 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, which represent 100
percent of the Housing Agency enterprise fund. 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, is based 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 also 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 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, each major fund, and the aggregate remaining fund information, as well as of the
aggregate nonmajor governmental funds, the internal service fund type, and each fiduciary fund type of the City of Indianapolis, Indiana, as of
December 31, 2007, 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 13 to the financial statements, the City adopted the provisions of Governmental Accounting Standards Board (GASB) Statement No. 45,
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions in 2007.

In accordance with Government Auditing Standards, we have also issued a report dated October 31, 2008 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
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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 read in conjunction with this report in considering 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 89, 90, and 94 through 96, and the schedules of funding progress and employer contributions on pages 91 through 93 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 97 through 139 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 it.

KPMe LEP

Indianapolis, Indiana
October 31, 2008



CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

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, 2007 based on currently known facts, decisions, and conditions. For a comprehensive understanding of the financial statements, please review the
transmittal letter at the front of this report, along with the City’s financial statements, including the footnotes that follow the basic financial statements.

FINANCIAL HIGHLIGHTS

e On a government-wide basis, the City’s assets exceeded its liabilities at December 31, 2007 by $880.8 million. Included in this net asset amount is a
$412.2 million unrestricted deficit due mainly to an unfunded net pension obligation.

e Governmental activities had net assets of $782.3 million and business-type activities had net assets of $98.5 million.

e On a government-wide basis, for 2007, the City’s total expenses were $1,037.1 million or $3.5 million more than the $1,033.6 million generated in charges
for services, grants, taxes, and other revenues.

e As of December 31, 2007, the City’s governmental funds reported combined ending fund balances of $416.1 million. Of this amount, $180.1 million was
unreserved and available for spending at the City’s discretion.

e The unreserved fund balance for the general fund was $79.2 million or 14% of total general fund expenditures.
e The general fund revenues were $4.5 million lower than original budget estimates.

e In 2007, the City issued $472.6 million in debt to finance projects, refund debt, and improve emergency communications, including $285.2 million
governmental activities bonds, $11.0 million governmental activities notes, and $176.4 million Waterworks business-type activity bonds. Outstanding
Waterworks bond debt of $76.2 million was refunded. There was a net increase of $149.0 million, or 13% in bond debt for governmental activities during
2007.

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 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.
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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 information 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,
expenditures, 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 customers, both
external customers and internal departments of the City. The City maintains the following two types of proprietary funds:

e 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 Department 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 statements, 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.
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FINANCIAL ANALYSIS OF THE CITY AS AWHOLE

Net assets. The City’s combined net assets at December 31, 2007 and 2006 were $880.8 million and $884.3 million, respectively. Looking at the net assets of
governmental and business-type activities separately provides additional information.

Assets:
Current and other assets
Capital assets, net of accumulated depreciation
Total assets
Liabilities:
Long-term liabilities
Other liabilities
Total liabilities
Net assets:
Invested in capital assets, net of related debt
Restricted
Unrestricted (deficit)
Total net assets

ANALYSIS OF NET ASSETS

City of Indianapolis, Indiana

Schedule of Net Assets

December 31, 2007 and 2006

(dollars in thousands)

Governmental Governmental Business-type Business-type

activities activities activities activities Total Total

2007 2006 2007 2006 2007 2006
826,800 $ 643,207 $ 448,443 $ 364,260 $ 1,275,243 $ 1,007,467
1,974,110 1,885,017 578,572 536,649 2,552,682 2,421,666
2,800,910 2,528,224 1,027,015 900,909 3,827,925 3,429,133
1,776,624 1,625,912 889,034 771,464 2,665,658 2,397,376
241,985 106,943 39,463 40,491 281,448 147,434
2,018,609 1,732,855 928,497 811,955 2,947,106 2,544,810
1,009,258 968,197 96,070 76,926 1,105,328 1,045,123
175,864 193,243 11,800 443 187,664 193,686
(402,821) (366,071) (9,352) 11,585 (412,173) (354,486)
782,301 $ 795,369 $ 98,518 $ 88,954 $ 880,819 $ 884,323

As noted earlier, net assets may serve as a useful indicator of a government’s financial position. For the City, assets exceeded liabilities by $880.8 million in
2007 as compared to $884.3 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 infrastructure), less
related outstanding debt used to acquire those assets. The 2006 balance was $1.0 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 $187.7 million, versus $193.7 million in 2006, 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 $402.8 million deficit at the end of the year as compared to a $366.1 million deficit for the prior year. This deficit
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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 $387.0 million for police and firefighters hired before May 1, 1977.
Unrestricted net assets of the business-type activities were $9.4 million deficit at the end of the year as compared to a $11.6 million deficit for the prior year.

Changes in net assets. The City’s total revenue on a government-wide basis for 2007 was $1,033.6 million and $884.4 million for 2006. Taxes represent 38%
of the City’s revenue (35% for 2006). Another 31% (29% in 2006) came from fees charged for services, and the remainder came from grants and contributions,
interest earnings, and miscellaneous revenues.

The total cost of all programs and services was $1,037.1 million for 2007 ($881.6 million for 2006). 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.



Revenues:
Program revenues:

Charges for services

Operating grants and contributions

Capital grants and contributions
General revenues:

Property tax

Other taxes

Other general revenues

Total revenues

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
Net assets-end of year

CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

City of Indianapolis, Indiana
Schedule of Changes in Net Assets
For the Year Ended December 31, 2007 and 2006
(dollars in thousands)

Governmental Governmental Business-type Business-type

activities activities activities activities Total Total

2007 2006 2007 2006 2007 2006
185,905 156,527 131,798 102,283 317,703 $ 258,810
142,344 123,417 47,733 51,139 190,077 174,556
69,657 63,466 16,039 24,925 85,696 88,391
256,969 221,904 - - 256,969 221,904
140,129 88,142 - - 140,129 88,142
36,077 40,128 6,937 12,443 43,014 52,571
831,081 693,584 202,507 190,790 1,033,588 884,374
46,890 45,133 - - 46,890 45,133
401,015 281,214 - - 401,015 281,214
234,673 229,993 - - 234,673 229,993
5,621 4,962 - - 5,621 4,962
38,250 31,739 - - 38,250 31,739
33,207 40,837 - - 33,207 40,837
22,315 14,126 - - 22,315 14,126
62,178 63,262 - - 62,178 63,262
- - 141,257 119,289 141,257 119,289
- - 51,686 51,087 51,686 51,087
844,149 711,266 192,943 170,376 1,037,092 881,642
(13,068) (17,682) 9,564 20,414 (3,504) 2,732
795,369 813,051 88,954 68,540 884,323 881,591
782,301 795,369 98,518 88,954 880,819 $ 884,323




CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

Governmental activities. Governmental activities decreased the City’s net assets by $13.1 million. Key factors influencing this decrease were:

e Capital Outlays of $161.4 million in excess of the net difference between the capitalized amount and deprecation expense.

< Increase in post employment benefit obligation of $13.2 million.

e Increased revenue accruals in the government-wide statements of $88.1 million.

e Favorable effect of donated capital assets of $61.8 million.

Total revenues for governmental activities in 2007 were $831.1 million, an increase of $137.5 million from the prior year due mainly to an increase in charges

for services and taxes.

Total expenses for governmental activities for 2007 were $844.1 million, an increase of $132.8 million from the prior year mainly public safety. The increase of
$119.8 million of public safety expense was due to the consolidation of Indianapolis Police Department with the law enforcement of the Marion County Sheriff
and the consolidation of the Indianapolis Fire Departments with Washington and Wayne Township Fire Departments.

See page 23 for various other items contributing to the $13.1 million decrease in net assets versus the $50.3 million decrease in fund balances.

.The following charts provide the City’s governmental program revenues and expenses by function and revenues by source for 2007. 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.
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CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

Business-type activities. For the Housing Agency, operating revenues were $3.7 million and operating expenses were $51.6 million including depreciation of
$4.3 million. Nonoperating revenues included $47.7 million of intergovernmental revenues. Capital contributions were $10.4 million. Operating revenues for the
Waterworks were primarily from the sale of water of $128.1 million. Capital contributions were $5.6 million. In 2007, $50.0 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 $91.3 million.

Housing Agency Revenues Housing Housing Agency Expenses
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CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

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, 2007, the unreserved fund balance of the general fund was $79.2 million (as compared to $136.6 million in 2006), while the total general fund
balance was $116.6 million (as compared to $210.3 million in 2006). 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 13% of total general fund expenditures and
transfers out of $618.3 million (as compared to 28% and $491.8 million for 2006), while total fund balance represents 19% (43% for 2006) of total general
fund expenditures and transfers out. The fund balance in the City’s general fund decreased by $93.7 million or 45% from the prior year fund balance due mainly
to utilization of the pension stabilization fund balance and due to delayed collection of property taxes which caused revenues to be deferred to 2008.

The revenue debt service fund ended the year with a $88.0 million fund balance (as compared to $91.1 million in 2006) reserved for debt service. The sanitary
district capital projects fund ended the year with an unreserved fund balance of $93.9 million ($23.8 million in 2006) and a total fund balance of $157.7 million
($85.3 million in 2006). The federal grants fund ended the year with a negative unreserved fund balance of $1.4 million ($1.5 million negative in 2006) and a
total fund balance of $0.1 million ($0.2 million negative in 2006).

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 $14.1 million (deficit) ($0.2 million in 2006) for the Waterworks, and $4.7 million ($11.8 million for
2006) for the Housing Agency. The internal service funds, which are used to account for certain risk management governmental activities, had $4.0 million in
unrestricted net assets at year-end ($4.9 million in 2006).

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 2007, the net
assets of these pension funds totaled $8.4 million, representing an increase of $0.4 million in total net assets during the year.

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 2007, the combined gross assets of the agency funds totaled $14.8
million ($10.3 million in 2006). This amount is comprised of 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.

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 2007, there were $38.2 million of supplemental appropriations to the general fund consisting primarily of
$18.8 million for capital expenditures and $12.6 million for public safety.
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CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

Excluding prior year encumbrances, the original general fund expenditures budget for 2007 was $439.4 million. The final general fund expenditures budget was
$477.5 million. Actual expenditures were $467.6 million. Of the total $10.0 million underspending of the final budget, $0.3 million was in general government,
$3.0 million was in public safety, $1.4 million was in public works, $0.5 million was in health and welfare, $0.2 million was in cultural and recreation, $1.7
million was in urban redevelopment and housing, and $2.8 million was in capital expenditures. General revenues and other financing sources were originally
estimated at $469.2 million, final estimated at $487.6 million, and the actual was $464.7 million.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The City had a net investment of $2.5 billion in capital assets at December 31, 2007 (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 $112.7 million.

City of Indianapolis, Indiana
Schedule of Capital Assets
Net of Depreciation
December 31, 2007 and 2006
(dollars in thousands)

Governmental Governmental Business-type Business-type

activities activities activities activities Total Total

2007 2006 2007 2006 2007 2006
Land $ 64,459 $ 63,017 $ 35,278 $ 35,532 $ 99,737 $ 98,549
Construction in progress 136,719 77,348 22,126 34,248 158,845 111,596
Buildings 411,560 414,754 49,120 42,434 460,680 457,188
Improvements 86,875 90,277 - - 86,875 90,277
Equipment 33,236 31,510 14,419 13,944 47,655 45,454
Infastructure 1,241,261 1,208,120 439,325 410,491 1,680,586 1,618,611
Total $ 1,974,110 $ 1,885,026 $ 560,268 $ 536,649 $ 2,534,378 $ 2,421,675

Major capital asset additions in 2007 for governmental activities included:

e $144.3 million of additions to construction in progress, principally infrastructure and buildings. Reductions to construction in progress were $84.9 million.
e $19.2 million of additions to buildings, principally at the Washington and Warren township fire stations and the Eagle Creek Earth Discovery Center.

e $12.1 million of additions to equipment, principally for public safety.

e $120.0 million of additions to infrastructure, principally $57.9 million for sewers and drains, and $51.6 million for streets, curbs, and sidewalks.
12



CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

Donated capital assets for governmental activities were $61.8 million, principally infrastructure and Washington and Warren township fire stations.
Depreciation expense for 2007 for governmental activities was $123.6 million.

Major capital asset additions for Waterworks were $59.5 million of additions to the water distribution and treatment system (including construction in progress),
which included $5.6 million of contributed capital assets.

At December 31, 2007, the City had commitments related to ongoing capital asset construction projects of $112.6 million.

See note 7 to the financial statements for more information regarding capital assets.

Long-Term Debt

At the end of 2007, the City had outstanding long-term debt and other long-term obligations for governmental activities of $1.78 billion, compared to $1.63
billion at December 31, 2006, as shown below:

City of Indianapolis, Indiana
Schedule of Long-term Debt Obligations
(dollars in thousands)

December 31, December 31,
2007 2006 %o Change
Governmental activities:
Serial bonds payable $ 305,051 $ 320,385 (4.8) %
Tax increment bonds payable 442,678 438,863 09 %
Revenue bonds 567,104 406,626 395 %
Loss on refunding (7,566) (3,290) 130.0 %
Deferred discounts (485) (502) (3.4) %
Deferred premiums 10,741 6,417 67.4 %
Long-term notes payable 29,239 47,628 (38.6) %
Long-term leases payable 151 1,112 (86.4) %
Net pension obligation 386,973 385,506 0.4 %
Postemployment benefit obligation 13,210 - -
Compensated absences 28,622 22,351 28.1 %
Settlements payable 906 816 11.0 %
Total $ 1,776,624 $ 1,625,912 $ 9.3 %
Business-type activities:
Housing Agency $ 3,071 $ 3,957 $ (22.4) %
Waterworks 885,963 767,507 154 %
Total $ 889,034 $ 771,464 $ 15.2 %
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CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

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 increase in
compensated absences reflects increases in salaries and increases in the number of hours being carried forward.

During 2007, the City increased by $140.1 million the draws against eleven prior years’ Sanitary District revenue bond issues under the State of Indiana
Wastewater Loan Program. In March, November, and December 2007, the City issued Sanitary District Revenue Bonds of 2007 Series A, B, & E for $33.2,
$7.4 and $80.6, respectively under the State of Indiana Wastewater Loan Program. The outstanding balance of draws on these fourteen bonds at December 31,
2007 was $393.0 million.

During 2007, the City added $11.0 million of notes payable, mainly for sanitary, storm water, and redevelopment projects.

In March 2007, the City issued Waterworks District Refunding Bonds, Series 2007 B totaling $70.4 million, refunding certain bonds as described in the notes to
the financial statements.

In December 2007, the City issued Waterworks District Net Revenue Bonds, Series 2007 L in the amount of $106.0 million. The net proceeds will be used to
construct waterworks improvements at various locations, along with the purchase of necessary appurtenances and equipment.

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, 2007 the net postemployment healthcare benefit obligation was $13.2 million.

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

Bond ratings. Since 1998, the City’s general obligation bonds have been rated AAA by two bond rating agencies and AA1 by the third with stable rating
outlooks. The City’s other debt, principally revenue bonds and notes, are rated AAA based on credit insurance or are rated to reflect the credit worthiness of the
supporting revenue.

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 2007, the City issued $36.0 million of County Option Income Tax Notes in anticipation of future revenue. Of this amount, $11.0 million was repaid in
September 2008 and $25.0 million will be paid by the end of 2008. Additionally, $33.5 million of notes were issued in anticipation of future bond issues and
$50.5 million of notes were issued in anticipation of property tax revenues. Because of problems with the 2007 property tax assessment, the final billing and
collection of 2007 property taxes did not occur until mid 2008 necessitating the short-term notes issuance. These property tax anticipation notes were paid in
September 2008.

14



CITY OF INDIANAPOLIS
Management’s Discussion and Analysis
Year ended December 31, 2007

ECONOMIC FACTORS AND THE 2008 BUDGET

e The 2008 original budget for all annually budgeted funds, except revenue debt service funds, was $683.4 million. Revisions of $33.9 million have been
made through September 2008.

e The 2008 general fund original budget was $468.9 million, a decrease of 0.05% from the 2007 original general fund budget of $469.2 million. Revisions
(additions) of $13.7 million have been made through September 2008.

e The City appropriated $16.5 million from the unreserved general fund balance at December 31, for spending in fiscal year 2008.
* Property tax bills for 2008 will not be issued until late 2008. It is anticipated that final collection for 2008 will not occur until the second quarter of 2009.

e Unemployment rates were as follows:

May 2008 May 2007
City of Indianapolis 4.3% 4.4%
State of Indiana 5.3% 4.5%
United States 5.5% 4.5%

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
Statement of Net Assets

ASSETS
Equity in pooled cash
Cash and investments with fiscal agents
Investments
Accrued interest receivable
Property taxes receivable
Accounts receivable, less allowance for uncollectibles
Due from federal and state governments
Internal balances
Other
Long-term receivables, less allowance for uncollectibles
Restricted assets
Deferred bond and note issuance costs
Deferred charges
Intangible assets, net of accumulated amortization
Deferred charge — postretirement benefits
Capital assets:
Land
Infrastructure, net of accumulated depreciation
Other capital assets, net of accumulated depreciation
Construction in progress

Total assets

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

December 31, 2007
(In Thousands)

Governmental Business-type

activities activities Total
332124 % 37,110 $ 369,234
243,460 — 243,460
41,704 2,275 43,979
1,122 67 1,189
68,716 — 68,716
115,895 16,804 132,699
9,053 803 9,856
140 (140) —
— 209 209
1,554 21,561 23,115
— 148,303 148,303
13,032 10,109 23,141
— 1,050 1,050
— 210,292 210,292
— 18,304 18,304
64,459 35,278 99,737
1,241,261 439,325 1,680,586
531,671 63,539 595,210
136,719 22,126 158,845
2,800,910 $ 1,027,015 $ 3,827,925
(Continued)
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Other financing sources and (uses):

Sale of capital assets

Bonds and notes issued

Premium on bonds and notes issued

Refunding bonds issued

Payment to refunded bond escrow agent

Transfers in

Transfers out
Total other financing sources and (uses)
Net change in fund balances

Fund balances (deficit) at beginning of year
Fund balances at end of year

CITY OF INDIANAPOLIS
Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds
Year ended December 31, 2007

(In Thousands)

Nonmajor Total
Federal Revenue Sanitary District Governmental Governmental

General Grants Debt Service Capital Projects Funds Funds
713 % — 3 226 $ — — 3 939
— — — 173,222 25,693 198,915
— — 135 244 5,002 5,381
— — 17,275 1,286 70,849 89,410
— — (16,760) — (69,937) (86,697)
3,129 — 26,312 2,110 28,702 60,253
(43,715) — (5,175) — (11,363) (60,253)
(39,873) — 22,013 176,862 48,946 207,948
(93,667) 295 (3,119) 72,326 (26,116) (50,281)
210,261 (175) 91,090 85,344 79,900 466,420
116,594 $ 120 $ 87,971 $ 157,670 53,784 $ 416,139

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

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities

Year ended December 31, 2007
(In Thousands)

Amounts reported for governmental activities in the statement of activities (page 18) are different because:
Net change in fund balances — total governmental funds (page 22)
Depreciation expense reported in the statement of activities but not in the fund statements
Capital expenditures reported in the fund statements but reported as additions to capital assets in the statement of activities
Donations of capital assets not recorded in the fund statements
Loss on disposal of capital assets not recorded in the fund statements
Revenues in the statement of activities that do not provide current financial resources and are deferred in the fund statements
Revenues in the fund statements but not in current year statement of activities due to the current financial resources focus of the governmental funds
Bond, notes, and capital leases issued reported as financing sources in the fund statements but as additions to long-term liabilities in the statement of activities (note 20)
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)
Net revenue of internal service funds reported with governmental activities
Amortization of bond premium, discount, and loss on refunding reported in the statement of activities but not in the fund statements
Increase in compensated absences not reported in the fund statements
Decrease in net pension asset which is not reported in the fund statements
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
Capital appreciation bond interest expense which is reported as interest accretes for the statement of activities but not the fund statements, as there is no cash outflow
Current year bond and note issuance costs which are deferred and amortized for the statement of activities but reported when paid in the fund statements
Capital lease payments reported as expenditures in the fund statements but as reduction of debt in the statement of activities
Accrued interest on bonds and notes payable through December 31, 2007 reported as expenses in the statement of activities but not the fund statements

Accrued interest at December 31, 2006 not reported in the current year statement of activities but reported in the fund statements, as amounts
were paid in the current year
Increase in post-employment benefit obligation which is not reported in the fund statements

Increase in net pension obligation which is not reported in the fund statements

Change in net assets of governmental activities (page 18)

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

(50,281)
(123,600)
156,738
61,754

(5,799)
117,937
(29,848)
(293,706)
178,773
(936)
689
(6,271)
(504)
(985)
(7,910)
3,760
961
(8,940)

9,777
(13,210)

(1,467)
(13,068)
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ASSETS

Current assets:

Equity in pooled cash

Cash and investments with fiscal agents

Investments

Accrued interest receivable

Accounts receivable, less allowance for uncollectibles
Current portion of long-term note receivable

Due from federal and state governments

Other

Total current assets

Noncurrent assets:

Long-term note receivable
Restricted cash and investments
Deferred charges
Intangible assets, net of accumulated amortization
Bond issuance costs
Deferred charge — postretirement benefits
Capital assets:
Land
Infrastructure, net of accumulated depreciation
Other capital assets, net of accumulated depreciation
Construction in progress
Total noncurrent assets

Total assets

CITY OF INDIANAPOLIS
Statement of Net Assets
Proprietary Funds
December 31, 2007

(In Thousands)

Governmental
Business-type activities — Enterprise Funds activities —
Housing Internal
Waterworks Agency Total Service Funds

$ 22,017 $ 15,093 37,110 $ 7,378
— — — 61
428 1,847 2,275 927
67 — 67 36
16,743 61 16,804 25
1,654 — 1,654 _
— 803 803 —
— 209 209 —
40,909 18,013 58,922 8,427
18,721 1,186 19,907 —
147,752 551 148,303 —
1,050 — 1,050 —
210,292 — 210,292 —
10,109 — 10,109 —
18,304 — 18,304 —
17,591 17,687 35,278 —
439,325 — 439,325 —
13,223 50,316 63,539 —
20,719 1,407 22,126 —
897,086 71,147 968,233 —
$ 937,995 $ 89,160 1,027,155 $ 8,427

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

(Continued)
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CITY OF INDIANAPOLIS
Statement of Net Assets
Proprietary Funds
December 31, 2007

(In Thousands)

Governmental
Business-type activities — Enterprise Funds activities —
Housing Internal
Waterworks Agency Total Service Funds
LIABILITIES
Current liabilities:
Accounts payable and other accrued liabilities $ 11,277 $ 990 $ 12,267 $ 4,442
Accounts payable - restricted assets 347 — 347 —
Due to other governmental units — 129 129 —
FSS escrow, current — 245 245 —
Accrued payroll and payroll taxes 10 278 288 —
Customer deposits 2,780 91 2,871 —
Leases payable, current portion — 224 224 —
Interest payable 8,161 14 8,175 —
Compensated absences, current — 40 40 —
Short-term notes payable 1,884 — 1,884 —
Short-term revenue bonds payable 4,625 — 4,625 —
Payments in lieu of taxes 15,493 — 15,493 —
Due to other funds 140 — 140 —
Total current liabilities 44,717 2,011 46,728 4,442
Noncurrent liabilities:

Compensated absences payable — 291 291 —
Long-term notes payable 1,884 — 1,884 —
FSS escrow, net of current — 214 214 —
Due to other governmental units — 904 904 —
Lease payable, long-term portion — 1,024 1,024 —
Customer advances 12,074 — 12,074 —
Accumulated postretirement benefit obligation 55,228 — 55,228 —
Long-term revenue bonds payable 810,268 — 810,268 —

Other liabilities — 22 22
Total noncurrent liabilities 879,454 2,455 881,909 —
Total liabilities 924,171 4,466 928,637 4,442

NET ASSETS

Invested in capital assets, net of related debt 27,905 68,165 96,070 —
Restricted for Section 8 vouchers — 11,800 11,800 —
Unrestricted (14,081) 4,729 (9,352) 3,985
Total net assets $ 13,824 $ 84,694 $ 98,518 $ 3,985

The accompanying notes are an integral part of the financial statements.
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CITY OF INDIANAPOLIS
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Funds
Year ended December 31, 2007

(In Thousands)
Business-type activities — Enterprise Funds Governmental
Total activities —
Housing Enterprise Internal
Waterworks Agency Funds Service Funds
Operating revenues:
Water sales pledged as security for revenue bonds $ 128,107 $ — 128,107 $ —
Rental income — 3,216 3,216 —
Charges to other funds — — — 2,690
Other 25 475 500 —
Total operating revenues 128,132 3,601 131,823 2,690
Operating expenses:
Contracted operations 49,974 — 49,974 —
Housing assistance payments — 34,227 34,227 —
Payments in lieu of taxes 10,876 — 10,876 —
Postretirement benefits 17,269 — 17,269 —
Other services and charges 7,923 7,462 15,385 —
Claims — — — 4,076
Administration 607 5,622 6,229 171
Depreciation and amortization 19,520 4,288 23,808 —
Total operating expenses 106,169 51,599 157,768 4,247
Operating income (loss) 21,963 (47,908) (25,945) (1,557)
Nonoperating revenues (expenses):
Intergovernmental — 47,708 47,708 —
Interest income 3,846 878 4724 621
Interest expense (34,609) 87) (34,696) —
Amortization of bond issuance costs (479) — (479) —
Gain on sale of capital assets 101 — 101 —
Other revenue — 2,112 2,112 —
Total nonoperating revenues (expenses) (31,141) 50,611 19,470 621
Income (loss) before contributions (9,178) 2,703 (6,475) (936)
Capital contributions 5,619 10,420 16,039 —
Changes in net assets (3,559) 13,123 9,564 (936)
Total net assets — beginning 17,383 71,571 88,954 4,921
Total net assets — ending $ 13824 $ 84,694 $ 98,518 $ 3,985

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



CITY OF INDIANAPOLIS
Statement of Cash Flows

Proprietary Funds

Year ended December 31, 2007

Cash flows from operating activities:
Rental receipts
Receipts from users
Other operating receipts
Receipts from water sales
Receipts from interfund services provided
Cash payments to employees
Cash payments to suppliers of goods and services
Housing assistance payments
Payments in lieu of taxes
Payments for postretirement benefits
Tenant security and other deposits
Net cash provided by (used in) operating activities
Cash flows from noncapital financing activities:
Intergovernmental revenues received
Net cash provided by noncapital financing activities
Cash flows from capital and related financing activities:
Purchases and construction of capital assets
Contributions in aid of construction
Capital contributions received
Insurance proceeds
Proceeds from sales of capital assets
Receipts on long-term note receivable
Proceeds of issuance of revenue bonds
Interest paid on capital debt
Payments on revenue bonds
Payments to bond escrow agent
Payments on notes payable
Payments on capital leases
Debt issuance costs paid
Net cash provided by (used in) capital and related financing activities

Cash flows from investing activities:
Sales and maturities of investments
Settlement agreement proceeds
Investment purchases
Interest on investments

Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

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

(In Thousands)

Business-type activities — Enterprise Funds Governmental
Total activities —
Housing Enterprise Internal
Waterworks Agency Funds Service Funds
$ — % 3211 $ 3211 $

— — — 2,729

25 475 500 —
121,240 — 121,240 —
585 — 585 —
(418) (6,303) (6,721) —
(60,232) (6,478) (66,710) (5,126)
— (34,227) (34,227) —
(10,880) — (10,880) —
(2,787) — (2,787) —
(1,690) (69) (1,759) —
45,843 (43,391) 2,452 (2,397)
— 47,826 47,826 —

— 47,826 47,826 —
(23,408) (11,881) (35,289) —
446 — 446 —

— 9,790 9,790 —

— 2,112 2,112 —

101 — 101 —
2,391 — — —
191,949 — 191,949 —
(33,447) (86) (33,533) —
(975) — (975) —
(80,989) — (80,989) —
3,117 — 3,117 —
— (640) (640) —
(2,568) — (2,568) —
56,617 (705) 53,521 —
266 — 266 6,719

— 4 4 —
— (489) (489) (927)
3,821 878 4,699 704
4,087 393 4,480 6,496
106,547 4,123 108,279 4,099
63,222 11,521 74,743 3,340
$ 169,769 $ 15,644 $ 183,022 $ 7,439
(Continued)
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CITY OF INDIANAPOLIS
Statement of Cash Flows
Proprietary Funds
Year ended December 31, 2007
(In Thousands)

Business-type activities — Enterprise Funds Governmental
Total activities —
Housing Enterprise Internal
Waterworks Agency Funds Service Funds

Reconciliation of operating income (loss) to net cash provided by (used in) operating activities:
Operating income (loss) $ 21,963 $ (47,908) $ (25,945) $ (1,557)
Adjustments to reconcile operating income (loss) to net cash
provided by (used in) operating activities:

Depreciation and amortization expense 19,520 4,288 23,808 —
Provision for uncollectible accounts 794 148 942 —
Accounts receivable (6,866) (5) (6,871) 39
Other assets — 80 80 —
Deferred charge — postretirement benefit 5,383 — 5,383 —
Accounts payable (1,848) 51 (1,797) (879)
FSS escrow — (65) (65) —
Accrued payroll and payroll taxes 3 39 42 —
Tenant security deposits — 4 (4) —
Accrued compensated absences — (15) (15) —
Customer deposits (623) — (623) —
Payments in lieu of taxes 4) — 4) —
Customer advances (1,067) — (1,067) —
Due to other funds (514) — (514) —
Unfunded postretirement benefit obligation 9,102 — 9,102 —
Net cash provided by (used in) operating activities $ 45843 $ (43,391) $ 2452 $ (2,397)

Supplemental cash flow information:
Noncash transactions:

Contributions of capital assets $ 5,619 $ — $ 5619 $ —

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



CITY OF INDIANAPOLIS
Fiduciary Funds
Statement of Fiduciary Net Assets
December 31, 2007
(In Thousands)

ASSETS
Equity in pooled cash
Cash and investments with fiscal agents
Investments (U.S. government agencies)
Accrued interest receivable
Accounts 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 Firefighter
Pension
Trust Agency
Funds Funds
$ 14,819 13,098
— 15
1,864 1,443
17 21
30 200
16,730 14,777
8,361 $ 14,777
8,361 14,777
$ 8,369
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CITY OF INDIANAPOLIS
Fiduciary Funds
Statement of Changes in Fiduciary Net Assets
Police and Firefighter Pension Trust Funds
Year ended December 31, 2007
(In Thousands)

ADDITIONS
State of Indiana pension subsidy received from the General Fund
Interest income and other

Contributions:
Employer
Plan members

Total additions

DEDUCTIONS
Benefits

Total deductions
Change in plan net assets
Net assets — beginning

Net assets — ending

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

Police

and Firefighter
Pension
Trust

Funds

47,465
461
47,926

14,755
128

14,883
62,809

62,419
62,419
390
7,979
8,369
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