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I. UPDATED INFORMATION 
 

The following information is updated as of September 30, 2008: 
 
 • As of September 30, 2008, the developer reports that thirty-five building permits have 

been issued for the development. The developer also reports that nineteen units and 
260 marina slips have been constructed. 

 
• As of September 30, 2008, the developer reports that ten homes have been sold and 

closed with homebuyers. 
 

• As of September 30, 2008, the developer reports that the outstanding balance on the 
public improvements loan was $12,681,414.67. 

 
• As of September 30, 2008, the developer reports that a two-year, $7,000,000 vertical 

construction loan with Wachovia Bank National Association was obtained on 
December 21, 2005. The vertical construction loan carries an interest rate of 250 basis 
points above LIBOR. As of September 30, 2008, the developer reports that the 
outstanding balance on the vertical construction loan was $1,678,443.72. 

 
• The developer received a formal Notice of Default from Wachovia Bank National 

Association on March 17, 2008, due to the expiration of the vertical loan, and the 
exhaustion of the interest reserve fund of the development loan. The developer and 
Wachovia Bank reached an amicable agreement with a formal Forbearance Agreement 
executed on May 30, 2008 and expiring August 31, 2008. The developer reports that 
interest was brought current and an interest reserve account was funded at the time of 
execution. On October 29, 2008, the developer received a demand for payment letter 
and a request for a personal meeting, which took place on November 12, 2008. 
According to the developer, Wachovia Bank and the developer continue to work 
together toward a mutually beneficial agreement. 

 
• As of September 30, 2008, the developer reports that the public improvements are 

complete.  
 
• As of September 30, 2008, the developer reports that $5,779,922 has been expended 

for the construction of the public improvements. The developer completed the public 
improvements under budget and filed a Certificate of Completion with the trustee on 
October 29, 2007, pursuant to Section 7.3 of the Trust Indenture. The Improvement 
Fund was closed on February 1, 2008, and the remaining balance consisting of 
investment income in the amount of $167,072 was transferred to the Capitalized 
Interest Account and used to pay debt service on March 1, 2008.  

 
 • According to the City of Portage Building Department, 108 building permits were 

issued in 2007 for the entire city with a total construction value of $21,997,775. The 
Portage Building Department also reports that 204 building permits were issued in 
2006 for the entire city with a total construction value of $31,619,232.  

 
 • The auditor’s office for Porter County reports that ad valorem real property taxes 

levied by the City of Portage city-wide in the amount of $14,406,012 were to be 
collected in 2007. The auditor’s office also reports that ad valorem taxes in the amount 
of $14,184,581 were collected in 2007, representing 96.5 percent of the total ad valorem 
tax levy.  

 
• According to the auditor’s office for Porter County, ad valorem real property taxes 
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levied by Porter County county-wide in the amount of $235,904,866 were to be 
collected in 2007. The auditor’s office also reports that ad valorem taxes in the amount 
of $235,899,199 were collected in 2007, representing 99.9 percent of the total ad 
valorem real property tax levy. 

 
 • According to the assessor’s office for Porter County, the 2007 assessed valuation of 

taxable property in Porter County was $10,708,149,875. The assessor’s office also 
reports that the 2007 assessed valuation of taxable property in the City of Portage was 
$1,823,195,160. The 2006 assessed values for taxable property in Porter County and the 
City of Portage were $8,600,580,502 and $1,520,929,421, respectively. Accordingly, the 
assessed values of taxable property in Porter County and the City of Portage increased 
by 24.5 percent and 19.9 percent from 2006 to 2007, respectively. 

 
 • According to the treasurer’s office for the City of Portage, the 2006 and 2007 ad 

valorem tax rates for the City of Portage were $2.8431 and $3.2339 per $100 of 
assessed value, respectively. Accordingly, the ad valorem tax rate increased 13.75 
percent from 2006 to 2007. 

 
• Annual assessments in the amount of $350,000 were to be levied and collected for 

fiscal year 2007. Typically, annual assessments are billed in two installments that are due 
on May 10th and November 10th to cover the September 1st and March 1st debt service 
payments. Due to the late approval of the 2007 tax rates by the State of Indiana’s 
Department of Local Government Finance (DLGF), the fiscal year 2007 annual 
assessments were billed by Porter County on December 12, 2007 for collection on 
January 11, 2008. The developer paid the annual assessment on April 7, 2008.   

 
• On February 1, 2008, Dune Harbor LLC reported that due to the lack of residential 

sales and the resistance of Wachovia Bank to fund additional monies into the 
development, the developer was unable to fund the 2007 annual assessment, resulting 
in a draw from the Debt Service Reserve Fund in the amount of $144,461.95 on 
February 21, 2008. The developer planned to inject additional equity upon the sale of 
Associates’ VA Nursing Home in Pueblo, Colorado. The proceeds from the sale 
provided the cash flow required for bringing the assessments current and providing for 
the replenishing of the Debt Service Reserve. Annual assessments due on January 11, 
2008 were paid in full on April 7, 2008. The Reserve Fund was replenished to meet the 
reserve requirement on April 11, 2008. 

 
• As of September 30, 2008, the State of Indiana’s Department of Local Government 

Finance (DLGF) had not approved the 2008-2009 tax rates. Typically, the annual 
assessments are collected in two installments due on May 10th and November 10th. 
According to the Porter County auditor, due to the tardiness of the legislature, it is 
optimistically anticipated that the assessments will be billed in December 2008 for 
collection in January 2009. The auditor also reports that there is a possibility the 
assessments may not be billed until January or February of 2009 with collection not 
occurring until after the debt service payment date of March 1, 2009. As of result, 
another draw upon the Reserve Fund may occur. It is anticipated that the 2008 annual 
assessment, when collected, will be sufficient to pay the semi-annual debt service 
payment due on September 1, 2009 as well as replenish the Reserve Fund to the 
required level. 
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II. INTRODUCTION 
 
The Series 2005 Special Improvement District Bonds were issued by the Portage Redevelopment 

Commission (the “Issuer”) under the name of the City of Portage, Indiana (the “City”), pursuant to (i) 
Indiana Code 36-7-21-1, et seq. (the “Act”); (ii) Resolution No. 05-04 of the issuer adopted on August 24, 
2005 (the “Bond Resolution”) providing for the issuance of the bonds; (iii) Resolution No. 10 of the 
Common Council adopted on October 4, 2005 approving the creation of the City of Portage Marina Shores 
Special Improvement District (the “District”) and the issuance of the bonds by the issuer; and (iv) the Trust 
Indenture between the issuer and Wells Fargo Bank, National Association, as Trustee (the “Trustee”) dated as 
of October 1, 2005 (the “Indenture”). 
 
 According to the Limited Offering Memorandum, the district consists of approximately 66 acres of 
land located on the south side of Dunes Highway and the east side of Stagecoach Road in the City of Portage, 
Porter County, Indiana. The district is commonly known as Marina Shores Development Area. The 
development is expected to include single-family lots, residential condominiums, marina slips and a 
clubhouse/office.   
 

The district is owned and is being developed by Dune Harbor, LLC. The developer is expected to 
develop the district with 61 single-family lots, 368 residential condominiums, 302 marina slips and a 
clubhouse/office. 
 
 Pursuant to the Limited Offering Memorandum, Special Improvement District Bonds (Series 2005) 
in the amount of $7,620,000 were sold to finance public improvements to serve the property located within 
the special improvement district.   
  
 The information in this report on development activity was provided by the developer (Dune 
Harbor, LLC) and is believed to be accurate; however, no effort has been made to independently verify the 
information.   
 

The information provided herein is not intended to supplement or otherwise relate to the 
information provided in the Limited Offering Memorandum and any such intent is expressly disavowed. 
Rather, this report responds to the specific requirements of the continuing disclosure agreement.  
 

No representation is made as to the materiality or completeness of the information provided 
herein or as to whether other relevant information exists with respect to the period covered by this 
report.  Other matters or events may have occurred or become known during or since that period 
that may be material. All information is provided as of September 30, 2008, unless otherwise stated, 
and no representation is made that the information contained in this report is indicative of 
information that may pertain since the end of the period covered by this report or in the future. 
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III. DEVELOPMENT ACTIVITY 
 
A. OVERVIEW 
  

According to the Limited Offering Memorandum, the district is being developed as an upscale, 
private gated residential community in two phases. The first phase of Marina Shores at Dune Harbor consists 
of approximately 51 acres and is expected to include 61 single family lots on the western portion of the 
property, 164 multi-family dwellings on the north side of the marina, 255 marina slips, a yacht club, and a fuel 
dock. The second phase of the development consists of approximately 15 acres and is expected to include 
204 multi-family dwellings on the south side of the marina, an additional 47 marina slips, and open space 
along the Burns Waterway.  
 

B. GOVERNMENT APPROVALS 
 

According to the Limited Offering Memorandum, the city has adopted ordinances approving the 
Preliminary Plat Subdivision for the project, the Final Engineering Plans, and approval of the Final Plat of 
Subdivision. Final plat has been approved and recorded as required by the covenants regarding the district 
zoning contained in the Agreement for Public Improvements. The developer has applied for all permits 
necessary to construct the public improvements and the other improvements that make up the project. 
 

As of September 30, 2008, according to the Porter County Assessor, 66 lots have been platted within 
the district. No additional plats have been recorded for the first phase of the development, consisting of 527 
units. Future plats will not be recorded until the finished units are sold and closed to individual homeowners.  

 
C. STATUS OF PUBLIC IMPROVEMENTS 
 

According to the Limited Offering Memorandum, the final development plan provides that utility 
services to the site would be provided by the appropriate utility company. A 16-inch water main was available 
for tie-in of the proposed water mains. Sanitary sewers and a sanitary lift station were expected to be provided 
for the site; the lift station was anticipated to pump via a force main to an existing pump station located on 
the north side of Route 12 and east of Burns Waterway. The existing pump station had been designed to 
accommodate the flow from the proposed site. A storm sewer was expected to discharge directly into the 
proposed marina, after being routed through a filtration area. It was anticipated that the sanitary sewers, 
pump station, force main and easements will be dedicated to the City of Portage. 

 
As of September 30, 2008, the developer reports that the public improvements are complete. The 

developer also reports that $5,779,922 has been expended for the construction of the public improvements. 
The developer completed the public improvements under budget and filed a Certificate of Completion with 
the trustee on October 29, 2007, pursuant to Section 7.3 of the Trust Indenture. The Improvement Fund was 
closed on February 1, 2008, and the remaining balance consisting of investment income in the amount of 
$167,072 was transferred to the Capitalized Interest Account and used to pay debt service on March 1, 2008. 
Table III-1 on the following page shows the public improvements, the original budget, budget changes, the 
revised budget and the amount spent by line item as reported by the developer as of September 30, 2008.  
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Table III-1 
Status of Public Improvements 

 

Public Improvement 
Original 
Budget 

Budget 
Changes 

Revised 
Budget 

Spent to 
Date 

Percent 
Complete 

Land $240,876 $0  $240,876 $240,876  100% 
Mobilization $12,534 $0  $12,534 $12,534  100% 
Tree Clearing $7,546 $0  $7,546 $7,546  100% 
Storm & Sanitary Sewers $1,378,165 $0  $1,378,165 $1,378,165  100% 
Entryway Excavation $13,200 $0  $13,200 $13,200  100% 
Excavation $28,779 $0  $28,779 $28,779  100% 
Architectural & Engineering $39,766 $0  $39,766 $39,766  100% 
Revetment at River $78,000 $0  $78,000 $78,000  100% 
U.S. Rte 12 Improvements $115,000 $0  $115,000 $115,000  100% 
Landscaping $152,391 $0  $152,391 $152,391  100% 
Curbs $58,231 $0  $58,231 $58,231  100% 
Asphalt $164,517 $0  $164,517 $164,517  100% 
Street Lighting $92,273 $0  $92,273 $92,273  100% 
Entrance Monument $60,000 $0  $60,000 $60,000  100% 
Fencing $115,000 $0  $115,000 $115,000  100% 
Pond/Stream at Harbor $65,000 ($65,000) $0 $0  100% 
Marina $2,973,684 $65,000  $3,038,684 $3,038,684  100% 
Construction Mgt. Fee $115,811 $0  $115,811 $115,811  100% 
Contingency $69,149 $0  $69,149 $69,149  100% 
   Total $5,779,922 $0  $5,779,922 $5,779,922  100% 
 
D. STATUS OF DEVELOPMENT 
 

As of September 30, 2008, the developer reports that thirty-five building permits have been issued 
for the development. The developer also reports that nineteen units and 260 marina slips have been 
constructed. Table III-2 below shows the anticipated number of units, the number of units platted, the 
number of building permits issued, and the number of units constructed by residential product type as 
reported by the developer as of September 30, 2008. 
 

Table III-2 
Status of Construction 

 

Residential Unit 
Type 

Unit Type 
Planned 

Number of 
Units 

Units 
Platted 

Building 
Permits 
Issued 

Units and 
Slips 

Constructed
Single family lots Admiral 5 5 0 0 
 Estate 16 16 1 1 
 Cottage Home 40 40 6 5 

Harbor Pointe 64 2 12 5 
Bayshore 128 3 16 8 Condominiums 
Williamsport 176 0 0 0 

Marina Marina slips 302 0 N/A 260 
Total  731 66 35 279 
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E. STATUS OF SALES 
 
As of September 30, 2008, the developer reports that ten homes were sold and closed with 

homebuyers. Table III-3 below provides a list of the number of homes sold and closed by residential product 
type as reported by the developer as of September 30, 2008. 

 
Table III-3 

Home Construction and Sales 
 

Residential Unit 
Type 

Unit Type Total Units 
Number of 

Homes/Lots 
Sold 

Number of 
Homes/Lots 

Closed 
Admiral 5 0 0 
Estate 16 0 0 Single family lots 
Cottage Home 40 3 3 
Harbor Pointe 64 4 4 
Bayshore 128 3 3 Condominiums 
Williamsport 176 0 0 

Marina Marina slips 302 N/A N/A 
   Total  731 10 10 

 
F. STATUS OF FINANCING 
 

According to the Limited Offering Memorandum, the developer obtained a public improvement loan 
from Wachovia Bank, National Association. The public improvement loan has a maturity date of November 
2, 2008, with a twelve-month extension option and provides approximately $13,000,000 in available funds to 
the developer. The proceeds were anticipated to be used for a portion of the project improvements and the 
clubhouse. According to the Limited Offering Memorandum, the loan carries an interest rate of 265 basis 
points over LIBOR. As of September 30, 2008, the developer reports that the outstanding balance on the 
public improvements loan was $12,681,414.67. 

 
According to the Limited Offering Memorandum, at the time of bond issuance, the developer 

expected to obtain a construction loan (the “Vertical Construction Loan”) with Wachovia Bank, which was 
expected to provide, together with additional developer equity, financing for the vertical construction of a 
limited number of residential condominium units. Additional units were not anticipated to be started until 
there had been sufficient sales in the initial residential condominium buildings (at least 50 percent) to warrant 
carrying the additional inventory. The developer reports that the two-year, $7,000,000 vertical construction 
loan was obtained on December 21, 2005. The vertical construction loan carries an interest rate of 250 basis 
points above LIBOR. As of September 30, 2008, the developer reports that the outstanding balance on the 
vertical construction loan was $1,678,443.72.  

 
The developer received a formal Notice of Default from Wachovia Bank National Association on 

March 17, 2008, due to the expiration of the vertical loan, and the exhaustion of the interest reserve fund of 
the development loan. The developer and Wachovia Bank reached an amicable agreement with a formal 
Forbearance Agreement executed on May 30, 2008 and expiring August 31, 2008. The developer reports that 
interest was brought current and an interest reserve account was funded at the time of execution. On 
October 29, 2008, the developer received a demand for payment letter and a request for a personal meeting, 
which took place on November 12, 2008. According to the developer, Wachovia Bank and the developer 
continue to work together toward a mutually beneficial agreement. 
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IV. TRUSTEE ACCOUNTS 
 

The trustee for the Series 2005 Bonds is Wells Fargo Bank, National Association. The balances as of 
September 30, 2007, interest paid, disbursements, special assessment collections, additional proceeds, and 
account balances for each fund as of September 30, 2008, are shown by the following table. 
 

Table IV-1 
Account Balances 

 

Fund 
Balance 
9/30/07 

Interest 
Paid 

Additional 
Proceeds 

Disburse-
ments 

Balance 
9/30/08 

Main Account $13 $0 $0 $0  $13 
Bond & Interest Fund  $0 $2,008 $730,260 $731,890  $378 
Capitalized Interest Account  $35,764 $1,279 $166,743 $203,785  $0 
Reserve Fund  $593,529 $19,086 $144,462 $165,095  $591,982 
Improvement Fund  $163,827 $3,009 $236 $167,072  $0
Administrative Expense Fund  $20,589 $331 $329 $20,341  $908 
   Total $813,709 $25,712 $1,042,029 $1,288,183  $593,268 

 
• Additional proceeds to the Bond and Interest Fund represent the transfer of special assessments 

from the county and transfers from the Capitalized Interest Account and the Reserve Fund for the 
payment of debt service.  

 
• On August 27, 2008, Dune Harbor deposited an additional $11,379.50 in the Bond and Interest 

Fund in order to meet the debt service payment due on September 1, 2008. 
 
• Additional proceeds to the Capitalized Interest Account represent transfers from the Improvement 

Fund for the payment of debt service. The Capitalized Interest Account was closed on August 26, 
2008, and the balance of the account was transferred to the Bond and Interest Fund.  

 
• Additional proceeds to the Reserve Fund represent a transfer of special assessments on April 11, 

2008 in order to replenish the reserve requirement after an unscheduled draw on February 21, 2008, 
in the amount of $144,461.95 to pay a portion of debt service on March 1, 2008.  

 
• Additional proceeds to the Improvement Fund represent the transfer of investment income from the 

Administrative Expense Fund pursuant to Section 7.4 of the Trust Indenture. Disbursements from 
the Improvement Fund represent the payment of the costs of the public improvements and transfers 
to the Capitalized Interest Account. The Improvement Fund was closed on February 1, 2008 upon 
the completion of the public improvements and the filing of a Certificate of Completion by the 
developer pursuant to Section 7.3 of the Trust Indenture. The remaining balance in the 
Improvement Fund consisting of investment income was transferred to the Capitalized Interest 
Account.  

 
• Disbursements from the Administrative Expense Fund represent payments for administrative 

expenses. 
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Bond proceeds are invested in a Wells Fargo Government Money Market Fund currently earning 
between 1.86 and 2.12 percent. Table IV-2 below shows the rate of return on the funds and accounts held by 
the trustee as of September 30, 2008. 
 

According to the Indenture of Trust dated 
October 1, 2005, all interest and other investment 
earnings on the Bond and Interest Fund shall become, 
when received, a part of the Bond and Interest Fund and 
shall be used solely for the purpose of paying the principal 
of and interest and redemption premium on the bonds. 
Investment earnings on amounts on deposit in the 
Capitalized Interest Account shall be used to pay interest 
on the bonds. Investment income in the Reserve Fund 
will be made available, first, to pay principal of and 
interest on the Series 2005 Bonds as the same become due at any time when there are insufficient funds 
available for such purpose in the Bond and Interest Fund; and second, applied to the payment of debt 
service. Interest income in the Improvement Fund will be used to pay the costs of the public improvements. 
Investment earnings on amounts on deposit in the Administrative Expense Fund after September 1, 2007 will 
be retained in the Administrative Expense Fund and be used to pay administrative expenses. 

Table IV-2 
Rate of Return 

 

Account 
Rate of 
Return 

Bond & Interest Fund 1.86% 
Reserve Fund 1.89% 
Administrative Expense Fund 2.12% 
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V. DISTRICT OPERATIONS  
 
A. ANNUAL ASSESSMENT 
 

An annual assessment is to be imposed each year within the Marina Shores Special Improvement 
District in an amount sufficient to fund the “Annual Revenue Requirement.” The annual revenue 
requirement, generally, is equal to: (i) annual debt service and administrative expenses, less (ii) available 
investment income and capitalized interest. Annual assessments levied and collected in 2008 would be 
necessary to make the payments on the bonds due on September 1, 2008 and March 1, 2009, if there are no 
other sources of funds to make the payments. 
 

Table V-1 provides a summary of the annual revenue requirement for 2008. Annual assessments in 
the amount of $570,000 will be levied and collected in 2008 in order to meet the annual revenue requirement.  

 
Table V-1 

FY07 Annual Revenue Requirement 
 

Interest payment on September 1, 2008 $239,451 
Interest payment on March 1, 2009 $239,451 
Principal payment on March 1, 2009 $111,000 
     Subtotal annual payments $590,081 
Administrative expenses $29,504 
Contingency $30,127 
     Subtotal Expenses $649,713 
Reserve Fund interest income ($30,200) 
Surplus from prior year ($49,513) 
    Subtotal Funds Available ($79,713) 
     Annual Revenue Requirement $570,000 

 
Debt Service 

     
Debt service includes the semi-annual interest payments due on September 1, 2008 and March 1, 

2009. Each semi-annual interest payment on the bonds is $239,540.63 and represents interest at an annual 
coupon of 6.375% on the outstanding bonds of $7,515,000. There is a principal payment of $111,000.00 on 
the bonds on March 1, 2009. As a result, total debt service is $590,081.25. 

 
Contingency 

 
A contingency equal to approximately five percent of annual expenses has been added in the event of 

special assessment delinquencies, unanticipated expenses or if investment income is less than estimated. 
 
Administrative Expenses 
 
 Administrative expenses are equal to five percent of regularly scheduled debt service on the bonds to 
be paid from the Annual Assessments and periodic costs associated with such bonds, including but not 
limited to rebate payments and credit enhancements on the bonds. As a result, total administrative expenses 
for 2008 are estimated to be $29,504.06. 
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Reserve Fund Interest Income 
 
 As of July 31, 2007, the balance in the Reserve Fund was $603,517.06, which is equal to the reserve 
requirement of $590,995.00 and investment income of $12,522.06. Bond proceeds in the Reserve Fund are 
invested in a Wells Fargo Advantage Government Money Market Fund currently earning 5.11 percent per 
annum.  The yield on the bond proceeds invested in the Reserve Fund will result in estimated investment 
income of $17,616.58 through March 1, 2008. According to Section 7.2 of the Trust Indenture, on the 
business day proceeding each semi-annual interest payment date on the bonds, moneys in the Reserve Fund 
in excess of the reserve requirement shall be transferred by the trustee from the Reserve Fund to the 
Capitalized Interest Account of the Bond and Interest Fund on or prior to September 1, 2007 and thereafter 
to the Bond and Interest Fund to be used to pay interest on the bonds on the next following debt service 
date. As a result, the Reserve Fund investment income earned through September 1, 2007 will be transferred 
to the Capitalized Interest Account of the Bond and Interest Fund to pay debt service on September 1, 
2007, and the investment income earned on the Reserve Fund through March 1, 2008 will be transferred to 
the Bond and Interest Fund to pay debt service on March 1, 2008. An additional $30,1999.84 in annual 
investment income will be earned on the Reserve Fund through March 1, 2009, which will be transferred to 
the Bond and Interest Fund to pay debt service on September 1, 2008 and March 1, 2009.  

 
Surplus from Prior Year 
 
 The estimated surplus from the prior year that may be applied to pay debt service and administrative 
expenses for fiscal year 2008 is shown in the table below. The Annual Assessment to be collected in 2007 is 
$350,000.00. On or before March 1st of each year, the Porter County Auditor prepares and delivers the tax 
duplicate, which is a roll of the property taxes and assessments payable in that year. Upon receipt of the tax 
duplicate, the Porter County Treasurer publishes a notice of the approved tax rates in accordance with 
statutes. The Porter County Treasurer mails tax statements to the property owners at least 15 days prior to 
the date the first installment is due (due dates may be delayed due to a general reassessment or other factors). 
Generally speaking, property taxes are due and payable to the County Treasurer in two installments on May 
10th and November 10th, unless a later date is established by order of the State of Indiana’s Department of 
Local Government Finance (DLGF). According to the Porter County Auditor, as of October 9, 2007, the 
DLGF had not yet certified the tax rates for fiscal year 2007. As a result, tax bills have not yet been mailed for 
fiscal year 2007. According to the Porter County Auditor, a single billing of the property taxes and annual 
assessments due in 2007 will take place in November 2007 and will be due in December 2007. Typically, the 
tax settlement between the Porter County Auditor and the City of Portage takes place prior to the end of the 
calendar year. As a result, it is anticipated that the $350,000.00 in Annual Assessments to be collected in 2007 
will be transferred to the trustee prior to the March 1, 2008 debt service payment.   
 

As of July 31, 2007, the balance in the Bond and Interest Fund was zero. As of July 31, 2007, the 
balance in the Capitalized Interest Account was $261,141.38. Bond proceeds in the Capitalized Interest 
Account are invested in a Wells Fargo Advantage Government Money Market Fund currently earning 5.11 
percent per annum.  The yield on the balance in the Capitalized Interest Account will result in estimated 
investment income of $1,112.03 through September 1, 2007. As shown above, the available investment 
income in the Reserve Fund as of July 31, 2007 was $12,522.06 and an additional $17,616.58 in investment 
income is estimated to be earned on the Reserve Fund through March 1, 2008. As of July 31, 2007, the 
balance in the Administrative Expense Fund was $21,460.74. These funds will be made available to pay a 
portion of the debt service due on September 1, 2007 and March 1, 2008, as well as the balance of the 
administrative expenses for fiscal year 2007. Accordingly, total available funds are equal to $663,852.78. 
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Table V-2 
Surplus from Prior Year 

 
FY07 Special Assessments Due ($350,000)
Bond and Interest Fund Balance at July 31, 2007 $0
Available Capitalized Interest Account at July 31, 2007 ($261,141)
Cap I Investment Income through September 1, 2007 ($1,112)
Available Reserve Fund Investment Income at July 31, 2007 ($12,522)
Reserve Fund Interest Income through March 1, 2008 ($17,617)
Available Administrative Expense Fund at July 31, 2007 ($21,462)

Sub-total Available Funds ($663,853)
Debt Service: 
Interest payment on September 1, 2007 $242,888
Interest payment on March 1, 2008 $242,888
Principal payment on March 1, 2008 $105,000

Sub-total Debt Service $590,775
Balance of FY07 Administrative Expenses $23,565

Sub-total Expenses $614,340
   Surplus from Prior Year ($49,513)

 
Debt service includes the semi-annual interest payments due on September 1, 2007 and March 1, 

2008. Each semi-annual interest payment on the bonds is $242,887.50 and represents interest at an annual 
coupon of 6.375% on the outstanding bonds of $7,620,000. There is a principal payment of $105,000.00 on 
the bonds on March 1, 2008. As a result, total debt service is $590,775.00. Administrative expenses for fiscal 
year 2007 were estimated to be $29,538.75. As of July 31, 2007, $5,973.75 in administrative expenses had been 
paid resulting in a balance of $23,565.00 in administrative expenses that will have to be funded with annual 
assessments collected in 2007. Accordingly, total expenses are equal to $614,340.00. As a result, the surplus 
from the prior year that may be applied to pay debt service and administrative expenses in fiscal year 2008 is 
estimated to be $49,512.78 ($663,852.78 - $614,340.00 = $49,512.78). 

  
Summary 

 
The estimated expenses for the Special Improvement district for 2008 are $649,713. The estimated 

funds available to pay these expenses are $79,713, resulting in an annual revenue requirement of $570,000. 
Accordingly, annual assessments in the amount of $570,000 will be collected in 2008 to meet the annual 
revenue requirement. 
 
B. DELINQUENT ANNUAL ASSESSMENTS 
 

 Annual assessments in the amount of $350,000 were to be collected in fiscal year 2007. Typically, 
annual assessments are billed in two installments that are due on May 10th and November 10th to cover the 
September 1st and March 1st debt service payments. Due to the late approval of the 2007 tax rates by the State 
of Indiana’s Department of Local Government Finance (DLGF), the fiscal year 2007 annual assessments 
were billed by Porter County on December 12, 2007 for collection on January 11, 2008. The developer paid 
the annual assessment on April 7, 2008.   

 
On February 1, 2008, Dune Harbor LLC reported that due to the lack of residential sales and the 

resistance of Wachovia Bank to fund additional monies into the development, the developer was unable to 
fund the 2007 annual assessment prior to the debt service date on March 1, 2008, resulting in a draw from the 
Debt Service Reserve Fund in the amount of $144,461.95 on February 21, 2008. The developer also reported 
that, in an effort to makeup for the shortfall of liquidity, the developer planned to inject additional equity 
from William J. Brant, Jr. and Associates upon the sale of Associates’ VA Nursing Home in Pueblo, 
Colorado. The buyer entered into a Letter of Intent on January 8, 2008. The terms of the sale were 
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anticipated to close in mid-March, with a possible extension period. Upon the closing of that property, 
proceeds were expected to be injected into Dune Harbor LLC, allowing the cash flow required for bringing 
the assessments current and other operating expenses, and providing for replenishing the Debt Service 
Reserve. Annual assessments due on January 11, 2008 were paid in full on April 7, 2008. The county 
transferred the annual assessments to the trustee on April 11, 2008. The Reserve Fund was replenished to 
meet the reserve requirement on April 11, 2008. 

 
Annual assessments in the amount of $570,000 will be collected in 2008. As of September 30, 2008, 

the State of Indiana’s Department of Local Government Finance (DLGF) had not approved the 2008-2009 
tax rates. Typically, the annual assessments are collected in two installments due on May 10th and November 
10th. According to the Porter County auditor, due to the tardiness of the legislature, it is optimistically 
anticipated that the assessments will be billed in December 2008 for collection in January 2009. The auditor 
also reports that there is a possibility the assessments may not be billed until January or February of 2009 with 
collection not occurring until after the debt service payment date of March 1, 2009. As of result, another draw 
upon the Reserve Fund may occur. It is anticipated that the 2008 annual assessment, when collected, will be 
sufficient to pay the semi-annual debt service payment due on September 1, 2009 as well as replenish the 
Reserve Fund to the required level.  
 
C. COLLECTION EFFORTS 
 

There are no collection efforts underway at this time. 
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VI. DISTRICT FINANCIAL INFORMATION  
 
The information provided in this section is intended to meet the requirements for the annual report 

as provided for in Section (5) of the Continuing Disclosure Agreement.  The items listed below are in the 
same order as the items required for the annual report as listed in the Continuing Disclosure Agreement.  

 
All information in this section is provided as of September 30, 2008, unless otherwise stated. 
 

A. FINANCIAL STATEMENTS 
 

The audited financial statements of the City of Portage for fiscal year 2006, prepared by the Indiana 
State Board of Accountants, are attached hereto as Appendix A.  
 
B. DEBT SERVICE REQUIREMENTS 

 
Table VI-1 below provides the debt service schedule for the Series 2005 Bonds, assuming no other 

redemptions other than mandatory sinking fund redemptions are made.   
 

Table VI-1 
Debt Service Schedule 

 
Bond Year 

Ending (March 1) 
Principal Interest 

Annual Service 
Debt 

2008 $105,000  $485,775  $590,775  
2009 $111,000  $478,902  $589,902  
2010 $118,000  $472,005  $590,005  
2011 $126,000  $464,483  $590,483  
2012 $134,000  $456,450  $590,450  
2013 $143,000  $447,908  $590,908  
2014 $152,000  $438,791  $590,791  
2015 $161,000  $429,101  $590,101  
2016 $172,000  $418,838  $590,838  
2017 $183,000  $407,873  $590,873  
2018 $194,000  $396,206  $590,206  
2019 $206,000  $383,839  $589,839  
2020 $220,000  $370,706  $590,706  
2021 $234,000  $356,681  $590,681  
2022 $249,000  $341,764  $590,764  
2023 $264,000  $325,890  $589,890  
2024 $281,000  $309,060  $590,060  
2025 $299,000  $291,146  $590,146  
2026 $318,000  $272,085  $590,085  
2027 $339,000  $251,813  $590,813  
2028 $360,000  $230,201  $590,201  
2029 $383,000  $207,251  $590,251  
2030 $407,000  $182,835  $589,835  
2031 $433,000  $156,889  $589,889  
2032 $461,000  $129,285  $590,285  
2033 $490,000  $99,896  $589,896  
2034 $522,000  $68,659  $590,659  
2035 $555,000  $35,381  $590,381  

   Total $7,620,000  $9,556,064  $17,176,064  
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Table VI-2 below sets forth the expected assessments and debt service coverage for the bonds. The 
administrative expenses and reserve fund income data are budgeted figures. As of September 30, 2008, the 
outstanding Series 2005 Bonds are equal to $7,515,000. 
 

Table VI-2 
Expected Assessments and Debt Service Schedule 

 

Bond Year 
Ending 

(March 1) 

Annual 
Service 
Debt 

Admin 
Expense 

Total Annual 
Obligations 

Maximum 
Assessment

Reserve 
Fund 

Income

Total 
Available 
Revenue 

Maximum 
Coverage 

Gross 
Coverage 

Net 
Coverage

2008 $590,775 $29,539 $620,314 $642,162 $29,727 $671,889 1.14 1.09 1.08 
2009 $589,902 $29,504 $619,406 $641,871 $17,727 $659,598 1.12 1.09 1.06 
2010 $590,005 $21,649 $611,654 $642,236 $17,727 $659,963 1.12 1.09 1.08 
2011 $590,483 $22,082 $612,565 $643,192 $17,727 $660,919 1.12 1.09 1.08 
2012 $590,450 $22,524 $612,974 $643,622 $17,727 $661,349 1.12 1.09 1.08 
2013 $590,908 $22,974 $613,882 $644,575 $17,727 $662,302 1.12 1.09 1.08 
2014 $590,791 $23,434 $614,225 $644,936 $17,727 $662,663 1.12 1.09 1.08 
2015 $590,101 $23,902 $614,003 $644,703 $17,727 $662,430 1.12 1.09 1.08 
2016 $590,838 $24,380 $615,218 $645,978 $17,727 $663,705 1.12 1.09 1.08 
2017 $590,873 $24,868 $615,741 $646,527 $17,727 $664,254 1.12 1.09 1.08 
2018 $590,206 $25,365 $615,571 $646,350 $17,727 $664,077 1.13 1.10 1.08 
2019 $589,839 $25,873 $615,712 $646,496 $17,727 $664,223 1.13 1.10 1.08 
2020 $590,706 $26,390 $617,096 $647,951 $17,727 $665,678 1.13 1.10 1.08 
2021 $590,681 $26,918 $617,599 $648,479 $17,727 $666,206 1.13 1.10 1.08 
2022 $590,764 $27,456 $618,220 $649,130 $17,727 $666,857 1.13 1.10 1.08 
2023 $589,890 $28,005 $617,895 $648,790 $17,727 $666,517 1.13 1.10 1.08 
2024 $590,060 $28,565 $618,625 $649,556 $17,727 $667,283 1.13 1.10 1.08 
2025 $590,146 $29,137 $619,283 $650,247 $17,727 $667,974 1.13 1.10 1.08 
2026 $590,085 $29,719 $619,804 $650,794 $17,727 $668,521 1.13 1.10 1.08 
2027 $590,813 $30,314 $621,127 $652,182 $17,727 $669,909 1.13 1.10 1.08 
2028 $590,201 $30,920 $621,121 $652,177 $17,727 $669,904 1.14 1.11 1.08 
2029 $590,251 $31,539 $621,790 $652,879 $17,727 $670,606 1.14 1.11 1.08 
2030 $589,835 $32,169 $622,004 $653,104 $17,727 $670,831 1.14 1.11 1.08 
2031 $589,889 $32,813 $622,702 $653,836 $17,727 $671,563 1.14 1.11 1.08 
2032 $590,285 $33,469 $623,754 $654,941 $17,727 $672,668 1.14 1.11 1.08 
2033 $589,896 $34,138 $624,034 $655,236 $17,727 $672,963 1.14 1.11 1.08 
2034 $590,659 $34,821 $625,480 $656,753 $17,727 $674,480 1.14 1.11 1.08 
2035 $590,381 $35,517 $625,898 $657,193 $17,727 $674,920 1.14 1.11 1.08 

 
C. SECURITY AND SOURCE OF PAYMENT FOR THE BONDS 
 

Table VI-3 on the following page sets forth a statement of general ad valorem taxes, based on 
current rates that would be expected to be assessed against the single family lots, residential condominiums 
and marina slips in the district based on the assessed value for such properties. According to the treasurer’s 
office for Porter County, the 2007 estimated ad valorem property tax for the development is 3.2339 mills 
($3.2339 per $100 of assessed value). The treasurer’s office for Porter County also reports that the 2007 
estimated ad valorem property tax rate for Michigan City, Indiana was 1.6909 mills. (Please note: the assessed 
value is estimated to be 80 percent of the market value of the parcels, as reported by the developer as of 
September 30, 2008.)  
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Table VI-3 
Comparative Ad Valorem Tax Rates 

 

City of Portage 
Marina 

Facility* 

Single 
Family 

Lots 

Cottage 
Homes 

Harbor 
Point 

Condos 

Williams-
port 

Condos* 

Bayshore 
Condos 

Michigan 
City 

Market Value $1,250,000  $305,250 $159,075 $484,900 $440,275  $294,900 $425,000 
Assessed Value $1,000,000  $244,200 $127,260 $387,920 $352,220  $235,920 $340,000 
        
State of Indiana 0.0024 0.0024 0.0024 0.0024 0.0024 0.0024 0.0024
Porter County 0.4377 0.4377 0.4377 0.4377 0.4377 0.4377 0.5736
Airport 0.007 0.007 0.007 0.007 0.007 0.007 - 
Portage Township 0.0699 0.0699 0.0699 0.0699 0.0699 0.0699 0.0061
Portage Schools 1.6144 1.6144 1.6144 1.6144 1.6144 1.6144 1.0166
Library 0.0758 0.0758 0.0758 0.0758 0.0758 0.0758 0.0922
Corporation 1.0267 1.0267 1.0267 1.0267 1.0267 1.0267 0.0000
   Total Gross Rate 3.2339 3.2339 3.2339 3.2339 3.2339 3.2339 1.6909
Estimated Ad Valorem Tax $32,339  $7,897 $4,115 $12,545 $11,390  $7,629 $5,749 

*Please note: The market value has been taken from the Limited Offering Memorandum, dated November 1, 2005. 
 
D. BUILDING PERMITS 
 

Table VI-4 presents the construction value and number of building permits issued by the City of 
Portage in 2005, 2006 and 2007. According to the Portage Building Department, 108 building permits were 
issued for the entire city in 2007 with a total construction value of $21,997,775. The Portage Building 
Department also reports that 204 building permits were issued for the entire city in 2006 with a total 
construction value of $31,619,232.  
 

Table VI-4 
City Building Permits 

 
Year Number of Permits Value 
2007 108 $21,997,775 
2006 204 $31,619,232 
2005 245 $34,110,163 

Source: Portage Building Department 
 

E. RECORD OF TAXES LEVIED AND COLLECTED 
 

The auditor’s office for Porter County reports that ad valorem real property taxes levied by the City 
of Portage city-wide in the amount of $14,406,012 were to be collected in 2007. The auditor’s office also 
reports that ad valorem taxes in the amount of $14,184,581 were collected in 2007, representing 98.5 percent 
of the total ad valorem tax levy.  

 
According to the auditor’s office for Porter County, ad valorem real property taxes levied by Porter 

County county-wide in the amount of $235,904,866 were to be collected in 2007. The auditor’s office also 
reports that ad valorem taxes in the amount of $235,899,199 were collected in 2007, representing 99.9 percent 
of the total ad valorem real property tax levy. Table VI-5 on the following page shows the 2007 record of 
property taxes levied and collected in the City of Portage and Porter County.  
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Table VI-5 
2007 Ad Valorem Real Property Taxes Levied and Collected 

 

Area Levied Collected Percent 

City of Portage $14,406,012 $14,184,581 98.5% 
Porter County $235,904,866 $235,899,199 99.9% 

Source: Porter County Auditor 
 
F. ASSESSED VALUATION 
 

Table VI-6 below shows the assessed valuation of the property in Porter County and the City of 
Portage. According to the assessor’s office for Porter County, the 2007 assessed valuation of Porter County 
was $10,708,149,875. The assessor’s office also reports that the 2007 assessed valuation of the City of Portage 
was $1,823,195,160. The 2006 assessed values for Porter County and the City of Portage were $8,600,580,502 
and $1,520,929,421, respectively. Accordingly, the assessed values of Porter County and the City of Portage 
increased by 24.5 percent and 19.9 percent from 2006 to 2007, respectively. 
 

Table VI-6 
Analysis of Assessed Valuation 

 
Payable Year Porter County City of Portage 

2007 $10,708,149,875 $1,823,195,160 
2006 $8,600,580,502 $1,520,929,421 
2005 $7,820,921,284 $1,429,519,465 

            Source: City of Portage Assessor 
 

G. CITY TAX RATES 
 

Table VI-7 on the following page provides the total city tax rates for 2006 and 2007. Values are 
expressed per $100 of assessed valuation. According to the treasurer’s office for the City of Portage, the 2006 
and 2007 total ad valorem tax rates for the City of Portage were $2.8431 and $3.2339 per $100 of assessed 
value, respectively. Accordingly, the ad valorem tax rate increased 13.75 percent from 2006 to 2007. The total 
corporate ad valorem tax rate was $1.0267 per $100 of assessed valuation. 
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Table VI-7 
Total City Tax Rates 

 
City of Portage 2006 2007 

State 0.0024 0.0024 
County 0.4567 0.4377 
Airport 0.0068 0.0070 
Township 0.0709 0.0699 
Schools 1.3031 1.6144 
Library 0.0719 0.0758 
Corporation 0.9313 1.0267 
   Total Tax Rate 2.8431 3.2339 
Corporation   
Corporation 0.5558 0.6007 
MVH 0.0294 0.0466 
Debt Service 0.0982 0.1038 
Insurance 0.0324 0.0398 
Fire Pension 0.0133 0.0110 
Police Pension 0.0206 0.0069 
Cumulative Capital Improvements 0.0001 0.0000 
Cumulative Capital Development 0.0215 0.0233 
Self Insurance 0.0888 0.1037 
Park & Recreation 0.0633 0.0639 
Storm Water Sewer 0.0079 0.0050 
Building Demolition 0.0000 0.0000 
Redevelopment 0.0000 0.0220 
   Total Corporation Rate 0.9313 1.0267 

Source: City of Portage Treasurer 
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VII. MATERIAL EVENTS 
 

Pursuant to the continuing disclosure agreement, listed events include the following: 
 
(i) principal and interest payment delinquencies; 

 
(ii) non-payment related defaults; 

 
(iii) unscheduled draws on debt service reserves reflecting financial difficulties; 

 
(iv) unscheduled draws on credit enhancements reflecting financial difficulties; 
 
(v) substitution of credit or liquidity providers, or their failure to perform; 

 
(vi) adverse tax opinions or events affecting the tax-exempt status of the bonds; 

 
(vii) modifications to the rights of bondholders; 
 
(viii) bond calls (other than scheduled mandatory sinking fund redemptions for which is given in 

accordance with the trust indenture); 
 

(ix) defeasances; 
 

(x) release, substitution or sale of property securing repayment of the bonds; and 
 

(xi) rating changes 
 

Other than the formal Notice of Default from Wachovia Bank National Association described 
above, the administrator is not aware of the occurrence of any other material event as of the date of this 
report. 



APPENDIX A 
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STATE OF INDIANA
AN EQVAL OPPORTUNITY I1VIPLOYER STATE BOARD or: ACCOUNTS

302 WEST WASHINGTON STREET
ROOM £4l8

INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317) 232-471 I

Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

TO: THE OFFICIALS OF THE CITY OF PORTAGE, PORTER COUNTY, INDIANA

We have audited the accompanying financial statements of the governmental activities, the business
type activities, the aggregate discretely presented component unit, each major fund, and the aggregate re
maining fund information of the City of Portage (City), as of and for the year ended December 31,2006, which
collectively comprise the City's basic financial statements as listed in the Table of Contents. These financial
statements are the responsibility of the City's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We 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 ofthe 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 misstate
ment. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant esti
mates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

As discussed in Note I, the City prepares its financial statements on the prescribed basis of accounting
that demonstrates compliance with the cash and investment basis and budget/aws of the State of Indiana,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the
United States of America.

The City did not reconcile the ledger balances to the bank balances for 2006 until March 2007. The
delayed reconcilement resulted in.$466, 775 of earned interest from 2006 not being posted until March 2007,
which materially understated the 2006 receipts and year end cash balances of certain funds.

In our opinion, because ofthe effects of the matter discussed in the preceding paragraph, the financial
statements referred to above do not present fairly, in all material respects, the respective cash and investment
balances of the governmental actiVities, the business-type activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information ofthe City as of December
31, 2006, and the respective cash receipts and cash disbursements during the year then ended on the basis of
accounting described in Note I.

In accordance with Government Auditing Standards, we have also issued a report dated May 21,
2007, on our consideration ofthe City's internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. Our report on compliance and on internal
control over financial reporting should be read along with this report.
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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS
AND SUPPLEMENTARY SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

(Continued)

Our audit was performed for the purpose offorming an opinion on the basic financial statements ofthe
City taken as a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

The Schedules of Funding Progress, Schedules of Contributions From the Employer and Other
Contributing Entities as listed in the Table of Contents, are not required parts ofthe basic financial statements
but are supplementary information required by accounting principles generally accepted in the United States of
America. 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. How
ever, we did not audit the information and express no opinion on it.

The City has not presented Management's Discussion and Analysis or BUdgetary Comparison
Schedules that accounting principles generally accepted in the United States of America has determined is
necessary to supplement, although not required to be part of, the basic financial statements.

Our audit was conducted for the purpose oHorming opinions on the financial statements that collec
tively comprise the City's basic financial statements. The Combining Schedules, as listed in the Table of Con
tents, and Schedule of Long-Term Debt are presented for additional analysis and are not required parts ofthe
basic financial statements. The Combining Schedules, as listed in the Table of Contents, have 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 Schedule of
Long-Term Debt has not been subjected to the auditing procedures applied by us in the audit of the basic
financial statements and, accordingly, we express no opinion on them..

STATE BOARD OF ACCOUNTS

May 21,2007

[

!
I,
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STATE OF INDIANA
AN EQUALOPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS

302 WEST WASHINGTON STREET
ROOM E4/8

JNDlANAPOLIS, lNDlANA 46204-2769

Telephone: (3J 7) 232-25J 3
Fax: (3J 7) 232-47J I

Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPOFH ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING B.ASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

TO: THE OFFICIALS OF THE CITY OF PORTAGE, PORTER COUNTY, INDIANA

We have audited the financial statements of the City of Portage (City), as of and for the year ended
December 31, 2006, and have issued our report thereon dated May 21, 2007. The adverse opinion to the
financial statements was due to the untimely preparation of bank reconcilement which materially understated
cash receipts and. balances. We conducted our audit in accordance with auditing standards generally ac
cepted in the United States of America and the standards applicable to financial audits contained in Govern
ment Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have a direct and rnaterial effect on the determination of
financial statement amounts. However, prOViding an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance that are required to be reported under Government Auditing Standards and which
are described in the accompanying Schedule of Findings and Questioned Costs as item 2006-1.

We noted certain immaterial instances of noncompliance that we have discussed with the manage
ment of the City on June 5, 2007. These immaterial instances of noncompliance were subsequently communi
cated to management in a separate letter.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City's internal control over financial reporting
in order to determine our aUditing procedures for the purpose of expressing our opinion on the financial state
ments and notto provide assurance on the internal control over financial reporting. However, we noted certain
matters involving the internal control over financial reporting and its operation that we consider to be reportable
conditions. Reportable conditions involve mattlers coming to our attention relating to significant deficiencies in
the design or operation of the internal control over financial reporting that, in our judgmen( could adversely
affect the City's ability to record, process, summarize and report financial data consistent with the assertions of
management in the financial statements. Reportable conditions are described in the accompanying Schedule
of Findings and Questioned Costs as item 2006-1.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(Continued)

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses. Of the reportable conditions described above, we consider
item 2006-1 to be a material weakness.

This report is intended solely for the information and use of the City's management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties. In accordance with Indiana Code 5-11-5-1; this report is a part ofthe public
records of the State Board of Accounts and of the office examined.

STATE BOARD OF ACCOUNTS

May 21,2007
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CITY OF PORTAGE
STATEMENT OF ACTIVITIES AND NE:r ASSETS - CASH AND INVESTMENT BASIS

For The Year Ended December 31,2006

Program Receipts Net (Disbursement) Receipt and Changes in Net Assets

Primary Government Component Untt

Operating Capital
Charges for Grants and Grants and Governmental Business-Type

Functions/Programs Disbursements Services Contributions Contributions Activities ActiVities Total Port Authority

Primary government
Governmental activities:

General government $ 10,542,842 $ 736,539 2,641 $ (9,803,662) $ $ (9,803,662) $

Public safety 9,259,362 123,926 (9,135,436) (9,135,436)

Highways and streets 3,614,531 2,582 1,633,589 4,581,737 2,603,377 2,603,377

Sanitation 1,159,859 698,153 (461,706) (461,706)

Economic development 22,076,159 (22,076,159) (22,076,159)

Urban redevelopment 971,266 438,291 (532,975) (532,975)

Culture anct recreation 2,879,377 409,664 334 (2,469,379) (2,469,379)

Intereston long-tenn debt 1,476,697 (1,476,697) (1,476,697)

Total governmental activities 51,980,093 2,409,155 1,636,564 4,581,737 (43,352,637) (43,352,637)

Business-type activities:
Water Reclamation Utility 5,509,111 6,179,003 72,986 742,878 742,878

Storm Water Utility 92,908 (92,908) (92,908)

Total business-type activities 5,602,019 6,179,003 72,986 649,970 649,970

Total primary government $ 57,582,112 8,588,158 $. 1,636,564 $ 4,654,723 (43,352,637) 649,970 (42,702,667)

Component unit
Port Authority $ 1,003,533 $ 394,192 $ - $ (609,341)

General receipts:
Property taxes
other local sources
Economic development income tax
Franchise fees
Gaming
In lieu of taxes
Bonds
Grants and contributions not restricted

to specific programs
UnrestrIcted investment earnings

Total general receipts

Change in net assets

Net assets - beginning

Net assets - ending

14,694,774 103,884 14,798,658
1,123,103 11,570 1,134,673
2,889,089 2,889,089

399,992 399,992
210,784 210,784
360,000 360,000

16,765,000 16,765,000

2,901,153 2,901,153
407,426 176,575 584,001

39,751,321 292,029 40,043,350

(3,601,316) 941,999 (2,659,317)

15,848,099 4,927,558 20,775,657

$ 12,246,783 $ 5,869,557 $ 18,116,340 $

465,000

465,000

(144,341)

288,483

144,142

3,514,398 $ 6,106,136Cash and investments
Restricted assets:

Cash and investments

2,591,738 $

9,655,045 2,355,159 12,010,204

144,142

Total assets $ 12,246,783 $ 5,869,557 $ 18,116,340 ,,$===1==44=:,=14=:2

Restricted for.
Highways and streets
Debt service
Capitai projects
Other purposes

Unrestricted

Total net assets

$

$

286,191 $ $ 286,191 $
3,229,245 1,258,590 4,487,835
5,755,332 1,053,838 6,809,170

384,277 42,731 427,008
2,591,738 3,514,398 6,106,136 144,142

12,246,783 $ 5,869,557 18,116,340 144,142

The notes to tile financial statements are an integral part of this statement
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CITY OF PORTAGE
STATEMENT OF ASSETS AND FUND BALANCES AND RECEIPTS,

DISBURSEMENTS. AND CHANGES IN FUND BALANCES· CASH AND INVESTMENT BASIS
GOVERNMENTAL FUNDS

For The Year Ended December 31,2006

AmeriPlex AmeriPlex
Economic Economic Other

Major Moves Development Development Governmental
General EDIT Bon'!. Construction Project Debt Service Funds ~

Receipts:
Taxes $ 7,632,090 5,469,674 $13,101,764
Licenses and pennits 555,943 8,752 564,695
Intergovernmental 771,445 4,165,678 5,651,697 10,588,820
Charges for services 1,515,554 633,844 2,149,398
Fines and forfeits 13,541 8,035 21,576
other 361,217~ 68,859 280,998 38,040 1,304,585 2,095,899

Total receipts 10,849,790~ 4,234,537 280,998 38,040 13,076,587 28,522,152

Disbursements:
General government 1,740,534 3,372,639 5,113,173
Public safety 8,474,904 311,514 8,786,418
Highways and streets 2,300,838 2,300,838
Sanitation 1,159,859 1,159,859
Culture and recreation 1,519,030 1,519,030
Urban redevelopment 971,266 971,266
Debt service:

Principal 1,999,000 1,999,000
Interest 26,042 217,881 1,232,774 1,476,697

Capital outlay:
General government 88,610 88,610
Highways and streets 1,313,693 1,313,693
Culture and recreation 1,360,347 1,360,347
Public safely 472,944 472,944
Economic development 4,779,545 15,285,187 1,557,491 21,622,223

Total disbursements 11,401,339 4,779,545 1,313,693 15,285,187 217,881 .15,186,453 48,184,098

Excess (deficiency) of receipts over
(under) disbursements. ~ (4737,345) 2,920,844 (15,004,189) (179,841) (2,109,866) 119,661 ,946)

Other financing sources (uses):
Bond proceeds 15,458,125 1,306,875 16,765,000
Bond issuance cost (212,219) (804) (213,023)
Bond discount (240,913) (240,913)
Interfund loans received 3,250,000 3,150,000 2,350,000 8,750,000
Interfund loans repaid (3,000,000) (3,250,000) (250,000) (2,250.000) (8,750,000)
Tax anticipation warrants received 3,459,326 516,138 3,975,464
Tax anticipation warrants repaid (3,459,326) (516,138) (3,975,464)
Transfers in 210,339 895,906 1,106,245
Transfers out (804) (1,105,441) (1,106,245)

Total other financing sources (uses) 250,000 (100,000) (250,000) 15,004,189 1,516,410 (109,535) 16,311,064

Excess (deficiency) of receipts and other
financing sources over (under) disbursements
and other financing uses (301,549) (4,837,345) 2,670,844 1,336,569 (2,219,401) (3,350,882)

Cash and investment fund balance- beginning 1,095,440 6,700,757 7,504,622 15,300,819

Cash and investment fund balance - ending $ 793,891 $1,863,412 2,670,844 1,336,569 5,285,221 11,949,937

Amounts reported for governmental activities in the statement of Activities and Net Assets ~

Cash and Investment Basis are different because:
Internal services funds are used by management to charge the costs of certain services

10 Individual funds. The assets and Ifabilities of the internal service funds are included in
governmental actMties in Ihe statement of Activities and Net Assets - Cash and Investment Basis.

Net assets of governmental activities

Cash and Investment Assets - December 31

296,846

$ 12,246,783

Cash and investments
Restricted assets:

Cash and investments

$ 793,891 $

1,863,412 2,670,844

$ $ 1,797,847

1,336,569 3,487,374

2,591,738

9,358,199

Total cash and investment assets - December 31

Cash and Investment Fund Balance - December 31

2,670,844 1,336,569 5,285,221 $11,949,937

Restricted for:
Highways and streets
Debt service
Capital projects
Other purposes

Unrestricted

Total cash and investment fund balance ~ December 31

286,191 $ 286,191
1,336,569 1,892,676 3,229,245

1,863,412 2,670,844 1,221,076 5,755,332
87,431 87,431

~ 1,797,847 2,591,738

$ 793891 $1,863,412 2,670,844 1336569 5,285221 $ 11 949937

The notes to the financial statements are an integral part of this statement.
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CITY OF PORTAGE
STATEMENT OF ASSETS AND FUND BALANCES AND

RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES - CASH AND INVESTMENT BASiS
PROPRIETARY FUNDS

As of and forthe Year Ended December 31,2006

Water Internal
Reclamation Storm Water Service

Utility Utility Total Funds

Operating receipts:
Residential sales $ 5,091,012 5,091,012 $
Employee contributions 168,179
Property taxes 103,884 103,884 1,593,010
Intergovernmental 11,570 11,570 177,420
Other 376,904 376,904 1,153,016

Total operating receipts 5,467,916 115,454 5,583,370 3,091,625

Operating disbursements:
Salaries and wages 1,225,246 840 1,226,086
Employee pensions and benefits 524,197 524,197
Purchased power 318,329 318,329
Sludge removal 109,829 109,829
Chemicals 58,926 58,926
Maintenance/repairs 243,668 243,668
Material and supplies 189,452 10,415 199,867
Contractual services 221,070 65,328 286,398
Insurance disbursements 129,862 129,862 2,877,884
Payment In lieu of tax 360,000 360,000
Administration and general 415,000
Litigation 33,701
Other 174,703 174703

Total operating disbursements 3,555,282 76,583 3,631,865 3,326,585

Excess (deficiency) of operating receipts
over operating disbursements 1,912,634 38,871 1,951,505 (234,960)

Nonoperating receipts (disbursements):
Collections for other government 711,087 711,087
Interest earned 176,575 176,575
Tax anticipation warrants received 729,905
Tax anticipation rmrrants repaid (729,905)
Debt selVice of principal (710,000) (710,000)
Interest disbursed (445,984) (445,984) (15,474)
Capital outlay (99,935) (16,325) (116,260)
Disbursements to other government (697,910) (697,910)

Total nonoperating receipts (disbursements) (1,066,167) (16,325) (1,082,492) (15,474)

Excess (deficiency) of receipts over disbursements and
nonoperating receipts (disbursements) 846,467 22,546 869,013 (250,434)

Cap~al contributions 72,986 72,986

Excess (deficiency) of receipts and contributions
over disbursements 919,453 22,546 941,999 (250,434)

Cash and invesbnent fund balance - beginning 4,906,967 20,591 4,927,558 547,280

Cash and invesbnent fund balance - ending $ 5,826,420 $ 43,137 5,869,557 296,846

Cash and Investment Assets - December 31

Cash and invesbnents $ 3,471,261 $ 43,137 $ 3,514,398 $
Restricted assets:

Cash and investments 2,355,159 2,355,159 296,846

Total cash and invesbnent assets - December 31 5,826,420 $ 43,137 $ 5,869,557 $ 296,846

Cash and Investment Fund Balance - December 31

Restricted for:
Debt service $ 1,258,590 $ 1,258,590 $
Capital improvements 1,053,838 1,053,838
Other purposes 42,731 42,731 296,846

Unrestricted 3,471,261 43,137 3,514,398

Total cash and investment fund balance - December 31 $ 5,826,420 $ 43,137 $ 5,869,557 296,846

The notes to the financial statements are an integral part of this statement.
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CITY OF PORTAGE
STATEMENT OF ADDITIONS, DEDUCTIONS, AND CHANGES IN CASH AND INVESTMENT BALANCES

FIDUCIARY FUNDS
For The Year Ended December 31, 2006

Pension Agency
Trust Funds Fund

Additions:
Contributions:

Employer $ 495,451 $
Plan members 436
State 523,295

Total contributions 1,019,182

Agency fund additions 3,361,830

Total additions 1,019,182 3,361,830

Deductions:
Benefits 1,024,419
Administrative and general 3,494
Agency fund deductions 3,349,330

Total deductions 1,027,913 3,349,330

Excess (deficiency) of total additions
over total deductions (8,731) 12,500

Cash and investment fund balance - beginning 246,560 128,375

Cash and investment fund balance - ending $ 237,829 $ 140,875

The notes to the financial statements are an integral part of this statement.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

I. Summary of Significant Accounting Policies

A. Reporting Entity

The City was established under the laws of the State of Indiana. The City operates under a Council
Mayor form of government and provides the following services: pUblic safety (police and fire), high
ways and streets, health and social services, culture and recreation, public improvements, planning
and zoning, general administrative services, water reclamation, and urban redevelopment.

The City's financial reporting entity is composed of the following:

Primary Government: City of Portage
Blended Component Unit: Portage Redevelopment Authority
Discretely Presented Component Unit: Portage Port Authority

In determining the financial reporting entity, the City complies with the provisions of GASB Statement
No. 14, The Financial Reporting Entity.

Blended Component Unit

A blended component unit is a separate legal entity that meets the component unit criteria. In addi
tion, the blended component ul)it'sgoverningbodyis the same orsubstantially the same as the City's
governing body or thecornPonent unit providesservices entirely to theCity. The component unit's
funds are blended into those ofthe City by appropriate fundtype to constitute the primary government
presentation. The blended component unit is presented below:

Component Unit

Portage Redevelopment
Authority

Description/Inclusion Criteria Fund Included In

The primary government appoints a voting Other
majority ofthe Portage Redevelopment Author- Governmental
ity's board and a financial benefitlburden.rela- Funds
tionship exists between theCity and t/JePortage Redevelopment
Redevelopment Authority. Although it is legally Authority
separatefromth~ City, the portageRedevelop-
ment Authorityisreported as if it were a part of
the City because it prOVides services entirely or
almost entirely to the City.

Discretely Presented Compbnent Unit

A discretely presented component unit is a separate legal entitythat meets the component unit criteria
but do not meet the criteria for blending. The component unit that isdi~c:retelypresented in the City's
report is presented below: .

Component Unit

Portage Port Authority

Description/Inclusion Criteria

The Portage Port Authority is a significant
discretely presented component unit of the
City. The primary government appoints a
voting majority of the Portage Port Author
ity's board and a financial benefiUburden
relationship exists between the City and the
Portage Port Authority.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

Related Organizations

The City's officials are also responsible for appointing the members of the boards of other organiza
tions, but the City's accountability for these organizations does not extend beyond making the ap
pointments. The City appoints two board members of the Porter County Convention, Recreation and
Visitor's Commission and one elected official to the Northwestern Indiana Regional Planning Com
mission.

B. Government-Wide and Fund Financial Statements

Government-Wide Financial Statements

The Statement of Activities and Net Assets - Cash and Investment Basis displays information about
the reporting government as a whole. It includes all funds of the reporting entity except for fiduciary
funds. The statement distinguishes between governmental and business-type activities. Govern
mental activities generally are financed through taxes, intergovernmental revenues, and other non
exchange revenues. Business-type activities are financed in Whole or in part by fees charged to ex
ternal parties for goods or services.

Fund Financial Statements

Fund financial statements ofthe reporting entity are organized into funds, each ofwhich is considered
to be a separate accounting entity. Each fund is accounted for by providing a separate set of self
balancing accounts that constitutes its assets, liabilities, fund equity, receipts, and disbursements.
Separate financial statements areprovided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

The City reports the following major governmental funds:

The general fund is the primary operating fund. It accounts for all financial resources of the gen
eral government, except those required to be accounted for in another fund.

The EDIT bond fund accounts for the proceeds of the 2005 Economic Development Income Tax
Revenue Bonds to finance the Willowcreek Road and downtown improvement projects.

The major moves construction fund is to account for the state distribution of toll road lease pro
ceeds for the construction of highways, roads, and bridges and other allowable disbursements in
accordance with Indiana Code 8-14-16.

The AmeriPlex economic development project fund accounts for the proceeds of the 2006
Economic Development Revenue Bonds to finance the AmeriPlex improvement project.

The AmeriPlex economic development debt service fund accounts for financial resources, which
are set aside in accordance with bond indenture agreements, for the repayment of the 2006 Eco
nomic Development Revenue Bonds.

The City reports the following major proprietary funds:

The water reclamation utility fund accounts for the operation of the water reclamation treatment
plant, pumping stations and collection systems.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

The storm water utility fund accounts for the operation of the storm water collection system.

Additionally, the City reports the following fund types:

The internal service funds accounts for the torts, theft of, damage to and destruction of assets,
and medical benefits for employees and dependents, which are provided to other departments on
a tax rate and a cost-reimbursement basis.

The pension trust funds account for the activities of the 1925 police and 1937 fire pension funds,
which accumulate resources for pension benefit payments.

The agency fund accounts for assets held by the City as an agent for assets held on behalf of
others and serve as control of accounts for certain cash transactions during the time they are a
liability to the City.

C. Measurement Focus and Basis of Accounting

The government-wide, governmental fund, proprietary fund and fiduciary fund financial statements are
reported using the basis of accounting that demonstrates compliance with the cash and investment
basis and budget laws of the State of Indiana, which is a comprehensive basis of accounting other
than accounting principles generally accepted in the United States of America. Receipts are recorded
when received and disbursements are recorded when paid.

The cash and investment basis of accounting differs from accounting principles generally accepted in
the United States of America in that receipts are recognized when received in cash rather than when
earned and disbursements are recognized when paid rather then when a.liability is incurred. Invest
ment transactions are not presented on the financial statements.

If the City utilized the basis of accounting recognized as generally accepted, the fund financial state
ments for governmental funds would use the modified accrual basis of accounting, while the fund
financial statements for proprietary fund types would .use the accrual basis of accounting. All
government-wide financials would be presented on the accrual basis of accounting.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in the enterprise fund statements to the extent that those standards do not con
flictwith or contradictguidance of the Governmental Accounting Standards Board. Governments also
have the option of following subsequent private-sector guidance for their enterprise funds, SUbject to
this same limitation. The City has elected not to follow subsequent private-sector gUidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide finan
cial statements. Exceptions to this general rule are payments-in-Iieu of taxes and other charges
between the City and the Water reclamation Utility. Elimination of these charges would distort the
direct costs and program receipts reported for the various functions concerned.

Enterprise funds distinguish operating receipts and disbursements from nonoperating items. Oper
ating receipts and disbursements generally result from proViding services and producing and deliver
ing goods in connection with an enterprise fund's principal ongoing operations. The principal oper
ating receipts of the enterprise funds are charges to customers for sales and services. Operating
disbursements for enterprise funds include the cost of sales and services and administrative costs.
All receipts and disbursements not meeting this definition are reported as nonoperating receipts and
disbursements. Internal service funds are used to account for activities provided to other departments
or agencies primarily with the government.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

D. Assets and Cash and Investment Balances

1. Cash and Investments

Investments are stated at cost. Any changes in fair value of the investments are reported as in
terest receipts in the year of the sale of the investment.

2. Capital Assets

Capital assets arising from cash transactions acquired for use in governmental or proprietary fund
operations are accounted for as capital outlay disbursements of the fund upon acquisition.

3. Long-Term Debt

Long-term debt arising from cash basis transactions ofgovernmental and proprietary funds is not
reported as liabilities in the basic financial statements. The debt proceeds are reported as other
financing sources and payment of principal and interest reported as disbursements.

4. EqUity Classification

Government-Wide Statements

Equity is classified as net assets and displayed in two components:

a. Restricted net assets - Consists of net assets with constraints placed on the use either by (1)
. external groups such as creditors, grantors, contributors, or laws and regUlations of other
governments, or (2) law through constitutional provisions or enabling legislation.

b. Unrestricted net assets - All other net assets that do not meet the definition of "restricted."

It is the City's policy to first use restricted net assets prior to the use of unrestricted net assets
when a disbursement is incurred for purposes for which both restricted and unrestricted net
assets are available.

Fund Financial Statements

Governmental fund equity is classified as fund balance. Proprietary fund eqUity is classified the
same as in the government-wide statements.

E. Receipts and Disbursements

1. Program Receipts

Amounts reported as program receipts include (1) charges to customers or applicants for goods,
services, or privileges provided, (2) operating grants and contributions, and (3) capital grants and
contributions. Internally dedicated resources are reported as general receipts rather than as
program receipts. Likewise, general receipts include all taxes.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

2. Operating Receipts and Disbursemynts

Operating receipts and disbursements for proprietary funds and the similar discretely presented
component unit result from providing services and producing and delivering goods and/or serv
ices. They also include all receipts and disbursements not related to capital and related financ
ing, noncapital financing, or investing activities.

F. Internal and Interfund Balances and Activities

In the process of aggregating the financial information for the government-wide Statement of Activities
and Net Assets - Cash and Investment Basis, some amounts reported as interfund activity and bal
ances in the fund financial statements have been eliminated or reclassified.

Fund Financial Statements

1. Interfund services - Sales or purchases of goods and services between funds are reported as
receipts and disbursements.

2. Interfund reimbursements - Repayments from funds responsible for certain disbursements to the
funds that initially paid for them are not reported as reimbursements but as adjustments to dis
bursements in the respective funds.

3. Interfund transfers - Flow of assets from one fund to another where repayment is not expected is
reported as transfers in and out.

Government-Wide Financial Statements

Interfund activity and balances, if any, are eliminated or reclassified in the government-wide financial
statements as follows:

1. Internal activities - Amounts reported as interfund transfers in the fund financial statements are
eliminated in the government-wide Statement of Activities and Net Assets - Cash and Investment
Basis except for the net amount of transfers between governmental and business-type activities,
which are reported as Transfers - Internal Activities. The effects of interfund services between
funds, if any, are not eliminated in the Statement of Activities and Net Assets - Cash and Invest
ment Basis.

2. Primary government and component unit activity and balances - Resource flows betWeen the
primary government and the· discretely-presented component unit are reported. as if they were
external transactions and are classified separately from internal balances and activities within the
primary government.

II. Stewardship, Compliance and Accountability

BUdgetarv Information

Annual budgets are adopted on the cash basis, which is not consistent with accounting principles gen
erally accepted in the United States of America. All annual appropriations lapse at calendar year end.
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

Prior to the first required pUblication, the fiscal officer of the City submits to the governing board a pro
posed operating bUdget for the year commencing the following January 1. Prior to adoption, the bUdget is
advertised and pUblic hearings are conducted by the governing board to obtain taxpayer comments. In
September of each year, the governing board, through the passage of a resolution/ordinance, approves
the bUdget for the next year. Copies of the budget resolution/ordinance and the advertisement for funds
for which property taxes are levied or highway use taxes are received are sent to the Indiana Department
of Local Government Finance. The bUdget becomes legally enacted after the fiscal officer of the City re
ceives approval of the Indiana Department of Local Government Finance.

The City'S management cannot transfer bUdgeted appropriations between object classifications of a bud
get without approval of the governing board. The Indiana Department of Local Government.Finance must
approve any revisions to the appropriations for any fund or any department of the General Fund. The
legal level of budgetary control is by object and department within the fund for the General Fund and by
object within the fund for all other bUdgeted funds.

III. Detailed Notes on All Funds

A. Deposits and Investments

1. Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned to it. Indiana Code 5-13-8-1 allows a political subdivision of the State of Indiana
to deposit public funds in a financial institution only if the financial institution is a depository eli
gible to receive state funds and has a principal office or branch that qualifies to receive public
funds of the political subdivision. At December 31,2006, the bank balances were insured by the
Federal Deposit Insurance Corporation or the Public Deposit Insurance Fund, which covers all
public funds held in approved depositories.

2. Investments

Authorization for investment activity is stated in Indiana Code 5-13.. As of December 31,2006,
the City had no outstanding investments.

Investment Policies

Indiana Code 5-13-9 authorizes the City to invest in securities backed by the full faith and credit of
the United States Treasury or fully guaranteed by the United States of America and issued by the
United States Treasury, afederal agency,a federal instrumentality, or a federal governmentspon
sored enterprise. Indiana Code also authorizes the unit to invest in securities fully guaranteed
and issued by a federal agency, a federal instrumentality or a federal government sponsored en
terprise. These investments are required by statute to have a stated final maturity of not more
than two years.

Indiana Code also provides for investment in money market mutual funds that are in the form of
securities of, or interest in, an open-end, no-load, management-type investment company or in
vestment trust registered under the provision of the federal Investment Company Act of 1940, as
amended. Investments in money market mutual funds may not exceed 50% ofthe funds held by
the City and available for investment. The portfolio of an investment company or investment trust
used must be limited to direct obligations ofthe United States of America, obligations issued by a
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CITY OF PORTAGE
NOTES TO FINANCIAL STATEMENTS

(Continued)

federal agency, a federal instrumentality, or a federal government sponsored enterprise or repur
chase agreements fully collateralized by direct obligations of the United States of America or
obligations issued by a federal agency, a federal instrumentality, or a federal government spon
sored enterprise. The form of securities of, or interest in, an investment company or investment
trust must be rated as AAA, or its equivalent by Standard and Poor's Corporation or its successor
or Aaa, or its equivalent, by Moody's Investors Service, Inc., or its successor. The form of secur
ities in an investment company or investment trust should have a stated final maturity of one day.

Additionally, the City may enter into repurchase agreements with depositories designated by the
State Board of Finance as depositories for state deposits involving the unit's purchase and guar
anteed resale of any interest-bearing obligations issued or fully insured or guaranteed by the
United States of America, a United States of America government agency, an instrumentality of
the United States of America, or a federal government sponsored enterprise. The repurchase
agreement is considered to have a stated final maturity of one day. This agreement must be fUlly
collateralized by interest-bearing obligations as determined by their current market value.

B. Interfund Transfers

Interfund transfers for the year ended December 31, 2006, were as follows:

Transfer From

AmeriPlex Economic Development Project
Other governmental

Total

Transfer To

AmeriPlex Economic Development Debt Service
AmeriPlex Economic Development Debt Service
Other governmental

2006

$ 804
209,535
895,906

$ 1,106,245

The City typically uses transfers for cash flow purposes as provided by various statutory provisions.

IV. Other Information

A. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; job related illnesses or injuries to employees; medical benefits to em
ployees, retirees, and dependents (excluding postemployment benefits); and natural disasters.

The risks of theft of, damage to, and destruction of assets other than automobiles; errors and omis
sions; and natural disasters are covered by commercial insurance from independent third parties.
Settled claims from these risks have not exceeded commercial insurance coverage for the pastthree
years. There were no significant reductions in insurance by major category of risk.

The City has chosen to establish a risk financing fund for risks associated with torts. The risk finan
cing fund is accounted for in the Cumulative Liability/Physical Damage Fund, an internal service fund,
where assets are set aside for claim settlements. An excess policy through commercial insurance
covers individual claims in excess of $1, 000, 000 per year. Settled claims resulting from this risk did
not exceed commercial insurance coverage in the past three years. Funding of this risk group is
through a property tax rate.
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Theft of, Damage to, and Destruction of Automobiles

The City has chosen to establish a risk financing fund for risks associated with theft of, damage to,
and destruction of automobiles. The risk financing fund is accounted for in the Cumulative Liability/
Physical Damage Fund, an internal seNice fund, where assets are set aside for claim settlements.
Funding of this risk group is through a property tax rate.

Medical Benefits to Employees, Retirees and Dependents

The City has chosen to establish a risk financing fund for risks associated with medical benefits to
employees, retirees and dependents. The risk financing fund is accounted for in the Employee
Medical Benefit Plan Fund, an internal seNice fund, where assets are set aside for claim settlements.
An excess policy through commercial insurance covers individual claims in excess of $50,000 per
year, per person, up to a $2,000,000 lifetime maximum. Settled claims resulting from this risk did not
exceed commercial insurance coverage in the past three years. Funding for this risk group for the
City is through a property tax rate and for the Water Reclamation Utility through actual claim payment.

Job Related Illnesses or Injuries to Employees

During 1993, the City joined with other governmental entities in the Indiana Public Employers' Plan,
Inc. (IPEP), a pUblic entity risk pool currently operating as a common risk management and insurance
program for approximately 740 member governmental entities. This risk pool was formed in 1990.
The purpose of the risk pool is to provide a medium for the funding and administration of job related
illnesses or injuries to employees. The City pays an annual premium to the risk pool for its job related .
illnesses or injuries to employees coverage. The risk pool is considered a self-sustaining risk pool
that will provide coverage for its members for up to $1,000,000 per insured event.

B. Holding Corporation

The City has entered into a capital lease with Portage Municipal Building Corporation (the lessor).
The lessor was organized as a not-far-profit corporation pursuant to state statute for the purpose of
financing and constructing or reconstructing facilities for lease to the City. The lessor has been deter
mined to be a related party of the City. Lease payments during the year totaled $377,000.

C. Subsequent Events

On January 2, 2007, the Common Council approved .Resolution 07-02 to extend the repayment of
temporary loans from various funds to the General and Park and Recreation Funds for $1,250,000
and $200,000, respectively, until June 30, 2007.

In January 2007, the Portage Park Department was awarded a $100,000 grant for additional develop
ment work on the. Little Calumet River Public Access and Restoration Project and a $100,000 grant for
the Salt Creek Habitat Restoration Project.

As of December 31, 2006, the City did not receive the final 2005 pay 2006 tax settlement collections
from the County Auditor. The final 2005 pay 2006 tax settlement of $1 ,075,856.61 was not received
until April 2007. In addition, the 2006 pay 2007 tax rates have not been approved by the Department
of Local Government Finance. The County does not expect to send the 2006 pay 2007 tax bills until
August 2007. Thus, the City is not expecting its first 2006 pay 2007 tax settlement collections until fall
2007.
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D. Rate Structure - Enterprise Funds

Water Reclamation Utility

The current rate structure was approved by the City Council on September 1, 1996.

E. Deferred Retirement Option Plan

Indiana Code 36-8-8.5 allows members of the 1925,1937, and 1977 Police and Firefighter's Pension
Plans to enter into a Deferred Retirement Option Plan (DROP). The member who elects to enter
DROP agrees to (i) Execute an irrevocable election.to retire on the DROP retirement date and shall
remain in active service until that date. (2) While in the DROP, the member shall continue to make
contributions to the applicable fund under the provisions of that fund. (3) The member shall elect a
DROP retirement date not less than 12 months and not more than 36 months after the member's
DROP entry date. (4) The member may not remain in the DROP after the date the member reaches
any mandatory retirement age that may apply to the member.. (5) The member may make an election
to enter the DROP only once in the member's lifetime.

A member who retires on the member's DROP retirement date may elect to receive a retirement
benefit in one of the following forms:

(i) A retirement benefit paid by and calculated under the provisions of the applicable fund as if the
member had never entered the DROP.

(2) A retirement benefit paid by the applicable fund and consisting of (a) the DROP frozen benefit;
plus (b) an additional amount, paid as the member elects, calculated by multiplying the amount
of the DROP frozen benefit; by the number of months that the. memberwas in the DROP. If this
benefit is elected, the member must elect to receive the additional amount as either a lump sum
paid on the member's DROP retirement date or three equal annual payments commencing on
the member's DROP retirement date and thereafter paid on the anniversary of the member's
DROP retirement date.

In 2006, the City had a police officer in the 1925 Police Officers' Pension Plan meet all the require
ments of the DROP and elected a Jump sum payment which totaled $89,093 from the Police Pension
Fund.

F. Pension Plans

1. Agent Multiple-Employer and Single-Employer Defined Benefit Pension Plans

a. Public Employees' Retirement Fund

Plan Description

The City contributes to the Indiana Public Employees' Retirement Fund (PERF), a defined
benefit pension plan. PERF is an agent multiple-employer public employee retirement sys
tem, which provides retirement benefits to plan members and beneficiaries. All full-time em
ployees are eligible to participate in the defined benefit plan. State statutes (IC 5-10.2 and
5-10.3) govern, through the PERF Board, most reqUirements ofthe system and give the City
authority to contribute to the plan. The PERF retirement benefit consists of the pension pro
vided by employer contributions plus an annUity provided by the member's annuity savings
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account. The annuity savings account consists of member's contributions, set by state stat
l,lte at 3% of compensation, plus the interest credited to the member's account. The em
ployer may elect to make the contributions on behalf of the member.

PERF administers the plan and issues a publicly available financial report that includes finan
cial statements and required supplementary information for the plan as a whole and for its
participants. The report may be obtained by contacting:

Public Employees' Retirement Fund
Harrison Building, Room 800
143 West Market Street
Indianapolis, IN 46204
Ph. (317) 233-4162

Funding Policy and Annual Pension Cost

The contribution requirements of plan members for PERF are established by the Board of
Trustees of PERF. The City's annual pension cost and related information, as provided by
the actuary, is presented in this note.

Information to segregate the assets/liabilities and the actuarial study figures between the City
and the Utilities is not available.

b. 1925 Police Officers' Pension Plan

Plan Description

The City contributes to the 1925 Police Officers' Pension Plan, which is a single-employer
defined benefit pension plan. The plan is administered by the local pension board as author
ized by state statute (Ie 36-8-6). The plan provides retirement, disability, and death benefits
to plan members and beneficiaries. The plan was established by the plan administrator, as
provided by state statute. The plan administrator doesnot issue a publicly available financial
report that includes financial statements and required supplementary information ofthe plan.

Funding Policy and Annual Pension Cost

The contribution requirements of plan members for the 1925 Police Officers' Pension Plan
are established by state statute. The City's annual pension cost and related information as
provided by the actuary, is presented in this note.

The use of the pay-as-you-go actuarial cost method by the City results in significant under
funding of the plan. Therefore, the Net Pension Obligation (NPO) is not reflected in the
financial stCltements of the pension trust funds.

c. 1937 Firefighters' Pension Plan

Plan Description

The City contributes to the 1937 Firefighters' Pension Plan, which is a single-employer
defined benefit pension plan. The plan is administered by the local pension board as author
ized by state statute (IC 36-8-7). The plan provides retirement, disability, and death benefits
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to plan members and beneficiaries. The plan was established by the plan administrator, as
provided by state statute. The plan administrator does not issue a publicly available financial
report that includes financial statements and required supplementary information ofthe plan.

Funding Policy and Annual Pension Cost

The contribution requirements of plan members for the 1937 Firefighters' Pension Plan are
established by state statute. The City's annual pension cost and related information, as pro
vided by the actuary, is presented in this note.

The use of the pay-as-you-go actuarial cost method by the City results in significant under
funding ofthe plan. Therefore, the Net Pension Obligation (NPO) is not reflected in the finan
cial statements of the pension trust funds.

Actuarial Information for the Above Plans

Annual reqUired contribution
Interest on net pension obligation
Adjustment to annual required contribution

Annual pension cost
Contributions made

Increase in net pension obligation
Net pension obligation, beginning of year

Net pension obligation, end of year

Contribution rates:
City
Plan members

Actuarial valuation date
Actuarial cost method
Amortization method

Amortization period
Amortization period (from date)
Asset valuation method

1925 Police 1937
Officers' Firefighters'

PERF Pension Pension

$ 288,694 $ 901,400 $ 1,037,200
(11,379) 200,900 199,200
12,968 (351,000) (348,000)

290,283 751,300 888,400
246,684 256,376 251,577

43,599 494,924 636,823
(156,955) 2,976,267 2,951,059

$ (113,356) $ 3,471,191 $ 3,587,882

4.75% 1,064% 2,446%
3% 6% 6%

07-01-06 01-01-05 01-01-05
Entry age Entry age Entry age

Level Level Level
percentage percentage percentage
of projected of projected of projected

payroll, payroll, payroll, closed
closed closed

40 years 30 years 30 years
07-01-97 01-01-05 01-01-05
75% of 4 year 4 year phase in

expected phase in of of unrealized
actuarial unrealized and realized

value piUS and realized capital
25% of capital

market value
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1925 Police 1937
Officers' Firefighters'

Actuarial Assumptions PERF Pension Pension

Investment rate of return 7.25% 6% 6%
Projected future salary increases:

Total 5% 4% 4%
Attributed to inflation 4% 4% 4%
Attributed to merit/seniority 1% 0% 0%

Cost-of-Iiving adjustments 2% 2.75/4%* 2.75/4%*

*2.75% converted members; 4% nonconverted members

Three Year Trend Information

PERF

1925 Police Officers' Pension
Plan

1937 Firefighters' Pension Plan

Annual Percentage Net
Year Pension Cost of APC Pension

Ending (APC) Contributed Obligation

06-30-04 $ 189,053 104% $ (157,873)
06-30-05 226,943 100% (156,955)
06-30-06 290,283 109% (113,356)

12-31-02 715,600 107% 2,698,434
12-31-03 750,100 63% 2,976,267
12-31-04 751,300 34% 3,471,191

12-31-02 840,600 99% 2,531,978
12-31-03 866,400 52% 2,951,059
12-31-04 888,400 28% 3,587,882

Membership in the 1.925 police Officers' Pension Plan and the 1937 Firefighters' Pension Plan at
January 1, 2006, was comprised of the following:

Retires and beneficiaries currently
receiving benefits

Current active employees

1925 Police
Officers'
Pension

20
1

1937
Firefighters'

Pension

22

2. Cost-Sharing Multiple-Employer Defined Benefit Pension Plan

1977 Police Officers' and Firefighters' Pension and Disability Fund

Plan Description

The City contributes to the 1977 Police Officers' and Firefighters' Pension and Disability Fund, a
cost-sharing mUltiple-employer defined benefit pension plan administered by the Indiana Public
Employees' Retirement Plan (PERF) for all police officers and firefighters hired after April 30,
1977.
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State statute (IC 36-8-8) regulates the operations of the system, including benefits, vesting and
requirements for contributions by employers and by employees. Covered employees may retire
at age 55 with 20 years of service. An employee with 20 years of service·may leave service, but
will not receive benefits until reaching age 55. The plan also provides for death and disability
benefits.

PERF issues a publicly available financial report that includes financial statements and required
supplementary information for the plan as a whole and for its participants. That report may be ob
tained by contacting:

Public Employees' Retirement Fund
Harrison BUilding, Room 800
143 West Market Street
Indianapolis, IN 46204
Ph. (317) 233-4162

Funding Policy and Annual Pension Costs

Plan members are required to contribute 6% of the first-class police officers' and firefighters'
salary and the City is to contribute at an actuarially determined rate. The current rate, which has
not changed since the inception of the plan, is 21 % of the first-class police officers' and fire
fighters'salary. The contribution requirements of plan members and the City are established by
the Board of Trustees of PERF. The City's contributions to the plan for the years ending Decem
ber 31,2006,2005, and 2004, were $1,037,676, $991,326, and $930,777, respectively, equal to
the required contributions for each year.
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REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF CONTRIBUTIONS FROM THE

EMPLOYER AND OTHER CONTRIBUTING ENTITIES

Annual
Required Percentage of ARC

Year Contribution Contributed

Ending (ARC) City State

1925 Police Officers' Pension Plan 12-31-99 $ 743,100 21% 19%
12-31-00 864,200 23% 20%
12-31-01 899,900 22% 17%
12-31-02 827,100 33% 60%
12-31-03 871,900 23% 31%
12-31-04 901,400 3% 26%

1937 Firefighters' Pension Plan 12-31-99 841,100 28% 20%
12-31-00 824,500 34% 24%
12-31-01 856,700 7% 19%
12-31-02 942,900 34% 54%
12-31-03 980,600 18% 25%
12-31-04 1,037,200 1% 23%
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CITY OF PORTAGE
COMBINING SCHEDULE OF ASSETS AND FUND BALANCES AND

RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES - CASH AND INVESTMENT BASIS
OTHER GOVERNMENTAL FUNDS

For The Year Ended December 31, 2006

Motor Police
Vehicle Local Road Park and Continuing Park Emergency
Highway and street Recreation Education Nonrevertlng Unsafe BUilding Response

Receipts:
Taxes 403,878 $ 831,818 $ $ $ $
Licenses and permits 2,582 6,170
Intergovernmental 1,289,172 369,961' 102,567
Charges for selVices 17,181 14,284
Fines and forfeits 8,035
Other 18,709 1,894 1,500 439,591

-r:otal receipts 1,714,341 371,855 935,885 31,386 453,875

Disbursements: Ii:General government
Public safety 45,123 f~

Highways and streets 1,685,217 615,621
culture and recreation 1,093,992 396,868
Urban redevelopment

I:Debt service:
Principal

"Interest 11,178 \;;;

Capital outlay:
General government
Culture and recreation 1(.

Public safety [i"
Economic development t;
Total disbursements 1,685,217 615,621 1,105,170 45,123 396,868

Excess (deficiency) of receipts over ~B(under) disbursements 29,124 (243,766) (169,285) (13,737) 57,007 ,

other financing sources (uses):
Interfund loans received 300,000

f'Interfund loans repaid (200,000)
Tax anticipation warrants received 516,138 ~.Tax anticipation wa rrants repaid (516,138)
Transfers in
Transfers out

Total other: financing sources (uses) 100,000 iF
!;

Excess (defiCiency) of receipts and other
l!~

financing sources over (under) disbursements
and other financing uses 29,124 (243,766) (69,285) (13,737) 57,007

Cash and invesbnent fund balance - beginning 232,783 268,050 105,081 67,925 41,751 29,796 466 C

Cash and investment fund balance - ending $ 261,907 $ 24,284 $ 35,796 $ 54,188 $ 98,758 $ 29,796 $ 466

Cash and Invesbnent Assets· December 31

Cash and Inves1ments $ $ - $ 35,796 $ 98,758 $ 29,796 $ 466
Restricted assets:

Cash and investments 261,907 24,284 54,188

Total cash and investment assets· December 31 $ 261,907 $ 24,284 $ 35,796 $ 54,188 $ 98,758 $ 29,796 $ 466 [:-
k.

Cash and Invesbnent Fund Balance - December 31

Restricted for. I
Highways and streets $ 261,907 24,284 $ $ $ $ $

lliDebt service
Capital projects
Other purposes 54,188

Unrestricted 35,796 98,758 29,796 466
C:,

Total cash and investment fund balance - December 31 $ 261,907 $ 24,284 $ 35,796 54,188 $ 98,758 $ 29,796 466 [
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OTHER GOVERNMENTAL FUNDS

For The Year Ended December 31, 2006
(Continued)

Economic Sidewalk Cable TV Bond
Development Waiver Fund Riverboat Franchise Gift Fund Grant Fund Redemplion

Receipts:
Taxes $ $ $ $ $ 1,349,124

Licenses and permits
Intergovernmental 210,784 416,059 85,327

Charges for services 302,641

Fines and forfeits
Other 250 34,186 23,816

Total receipts 250 34,186 210,784 302,641 23,816 416,059 1,434,451

Disbursements:
General government 210,784 25,009

Public safety 136,460 53,205

HI9hways and streets
Cutture and recreation 28,170

Urban redevelopment 12,225

Debt service:
Principal 1,132,000

Interest 404,122

Capital outlay:

':1
General government

!}~~ Culture and recreation 115,759

·11.
Public safety 217,327

Economic development 224,100

Total disbursements 12,225 210,784 136,460 25,009 638,561 1,536,122

.~ Excess (deficiency) of receipts over~f::

.' (under) disbursements 250 21,961 166,181 (1,193) (222,502) (101,671)
~J

Other financing sources (uses):

1
Interfund loans received
Interfund loans repaid

;, Tax anticipation warrants received
i.\ Tax anticipation warrants repaid

Transfers in
Transfers out

,jj

;'1 Total otherfinancing sources (uses)·'f

1()
Excess (deficiency) of receipts and other

financing sources over (under) disbursements

1
and other financing uses 250 21,961 166,181 (1,193) (222,502) (101,671)

Cash and investment fund balance - beginning 575 64,494 127,724 41,488 256,745 761,518
,1l

Cash and investment fund balance - ending $ 825 $ 86,455 $ 293,905 $ 40,295 $ 33,243 $ 659,847

n Cash and Investment Assets - December 31
ij

" Cash and investments $ 825 $ 86,455 - $ 293,905 $ 40,295 $ $

Restricted assets:
Cash and investments 33,243 659,847

Total cash and investment assets - December 31 $ 825 $ 86,455 $ $ 293,905 40,295 $ 33,243 $ 659,847

Cash and Investment Fund Balance - December 31

Restricted for:
Highways and streets $ $ $ $ $ $ $

Debt service 659,847

Cap,al projects
Other purposes 33,243

Unrestricted 825 86,455 293,905 40,295

Total cash and investment fund balanc.e - December 31 $ 825 $ 86,455 $ 293,905 $ 40,295 $ 33,243 $ 659,847
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(Continued)

Cumulative Park

Capttal Nonreverting Redevelopment Redevelopment 2002TIF 2002TIF Redevelopment
Improvement Capital General Allocation Bond Series A Bond series B Debtt Service

Receipts:
Taxes $ $ $ $ 2,588,000 $ $ $

Licenses and permits
Intergovernmental 119,665

Charges for services 92,738

Fines and forfeits
other 251,952 14,559 322 1,194

Total receipts 119,665 92,738 251,952 2,602,559 322 1,194

Disbursements:
General government 405

PUblic safety
Highways and streets
Culture and recreation
Urben redevelopment 470,368 488,673

Debt service:
Principal 457,000

Interest 435,210

Capital outlay:
General government
Culture and recreation 110,338

Public safely
Economic"development 1,333,391

Total disbursements 110,338 470,368 2,714,274 405

Excess (deficiency) of receipts over
(under) disbursements 119,665 (17,600) (218,416) (111,715) 322 789

Other financing s.Qurces (uses):
Interfund loans received 100,000 100,000 1,500,000

Inter/und foans repaid (200,000) (500,000)

Tax.anticipationwarrants received
Tax anticipation warrants repaid
Transfers in 700,000

Transfers out (129,500)

Total other financing sources (uses) (100,000) (129,500) 700,000

Excess (deficiency) of receipts .and .other
financing sources over (under) disbursements

and otherfinancing uses 19,665 (17,600) 108,250 322' (128,711) 700,000

Cash and investment fund balance - beginning 168,288 38,302 453,037 768,680 1,375 133,482

Cash and investment fund balance - ending $ 187,953 $ 20,702 $ 334,621 $ 876,930 $ 1,697 4,771 $ 700,000

Cash and Investment Assets - December 31

Cash and investments $ - $ - $ 334,621 876,930 $ $

Restricted assets:
Cash and investments 187,953 20,702 1,697 4,771 700,000

Totaf cash and investment assets ~ December 31 $ 187,953 $ 20,702 $ 334,621 $ 876,930 $ 1,697 $ 4,771 700,000

Cash and Investment Fund Balance - December 31

Restricted for:
Highways and streets $ $ $ - $ $

Debt service 700,000

Capttal projects 187,953 20,702 1,697 4,771

other pUlposes
Unrestricted 334,621 876,930

Total cash and investment fund balance - December 31 $ 187,953 $ 20,702 $ 334,621 $ 876,930 1,697 4,771 700,000

-28-
I"'

I



CITY OF PORTAGE
COMBINING SCHEDULE OF ASSETS AND FUND BALANCES AND

RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES - CASH AND INVESTMENT BASIS
OTHER GOVERNMENTAL FUNDS

For The Year Ended December 31, 2006
(Continued)

Storm Water
Construction 1997G.0. 1998 Storm 2004 Park 1990 Willowcreek 2000 G.O.

F~
Bond Bond Water Bond Bond Bond Bond

Receipts:
, Taxes $ $ $ $

Licenses and permits
Intergovernmental 100,000

Charges for services
Fines and.forfeits
Other 20,274

Total receipts 120,274

Disbursements:
General government
Public safely
Hi9hways and streets
Culture and recreation

;J Urban redevelopment

,I Debt service:
Principal';g
Interest

Capital outlay:
General government 63,038

~
Culture and recreation 1,134,250

i.,. PUblic safely 30,617
:.;r

;1:) Economic development

Total disbursements 30,1317 1,134,250 133,038

~ Excess (deficiency) of receipts over

~ (under) disbursements (30,1317) (1,013,9713) (63,038)

Other financing sources (uses):
Interfund loans received
Interfund loans repaid (100,000)

Tax anticipation warrants received
Tax anticipation warrants repaid
Transfers in
Transfers out

Total other financing sources (uses) (100,000)

Excess (deficiency) of receipts and other
financing sources over (under) disbursements
and other financing uses (100,000) (30,1317) (1,013,976) (133,038)

Cash and investment fund baiance - beginning 20,223 108,922 150,375 1,13137,1316 1320 83,440

Cash and investment fund balance - ending $ 20,223 $ 8,922 $ 119,758 $ 653,1340 $ 620 $ 20,402

Cash and Investment Assets - December 31

Cash and investments $ $ $ $ $ $

Restricted assets:
Cash and invesbnents 20,223 8,922 119,758 1353,640 620 20,402

Total cash and investment assets" December 31 $ 20,223 $ 8,922 $ 119,758 $ 653,640 $ 1320 $ 20,402

Cash and Investment Fund Balance" December 31

Restricted for:
Highways and streets $ $ $ $ $ " $
Debt service
Cap~al projects 20,223 8,922 119,758 1353,1340 1320 20,402

Other purposes
Unrestricted

Total cash and investment fund balance - December 31 $ 20,223 $ 8,922 :> 119,758 $ 653,640 $ 1320 20,402
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Cumulative Cumulative Economic
Capftal Building and Capital Development Construction Redevelopment

Development Improvement Income Tax Site Authority ~
Receipts:

Taxes 295,292 $ 1,562 $ - $ $ $ 5,469,674
Licenses and permits 8,752
Intergovernmental 68,976 96 2,889,090 5,651,697
Charges for services 207,000 633,844
Fines and forfeits 8,035
Other 434,062 40,000 22,276 1,304,585

Total receipts 364,268 1,658 3,323,152 40,000 229,276 13,076,587

Disbursements:
General government 3,127,447 8,994 3,372,639
Public safety 76,726 311,514
Highways and streets 2,300,838
Culture and recreation 1,519,030
Urban redevelopment 971,266
Debt service:

Principal 295,000 115,000 1,999,000
Interest 301,358 80,906 1,232,774

Capital outlay:
Genera Igovernment 25,572 88,610
Culture and recreation 1,360,347
Public safety 225,000 472,944
Economic development 1,557,491

Total disbursements 301,726 25,572 3,723,805 8,994 195,906 15,186,453

Excess (deficiency) of receipts over
(under) disbursements 62,542 (23,914) (400,653) 31,006 33,370 (2,109,866)

other financing sources (uses):
Interfund loans received 350,000 2,350,000
Interfund loans repaid (350,000) (900,000) (2,250,000)
Tax anticipation warrants received 516,138
Tax anticipation warrants repaid (516,138)
Transfers in 195,906 895,906
Transfers out (195,906) (1,105,441)

Total other f1nanclhg sources (uses) (900,000) - (109,535)

Excess (deficiency) of receipts and other
financing sources over (under) disbursements
and other financing uses 62,542 (23,914) (1,300,653) 31,006 33,370 (2,219,401)

Cash and investment fund balance - beginning 1,589 49,295 1,353,352 9,171 499,459 7,504,622

Cash and investment fund balance':" ending $ 64,131 25,381 $ 52,699 $ 40,177 $ 532,829 $ 5,285,221

Cash and InvesbnentAssets- December 31

Cash and Investments $ $ $ $ $ $1,797,847
Restricted assets:

Cash and investments 64,131 25,381 52,699 40,177 532,829 3,487,374

Total cash and investment assets - December 31 $ 64,f31 $ 25,381 $ 52,699 $ 40,177 $ 532,829 $5,285,221

Cash and Investment Fund Balance - December 31

Restricted for.
HighWays and streets $ - $ $ 286,191

Debt service 532,829 1,892,676

Capital projects 64,131 25,381 52,699 40,177 1,221,076
Other purposes 87,431

Unrestricted 1,797,847

Total cash and investment fund balance - December 31 64,131 $ 25,381 52,699 $ 40,177 $ 532,829 $5,285,221
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CITY OF PORTAGE
COMBINING SCHEDULE OF ASSETS AND FUND BALANCES AND

RECEIPTS, DISBURSEMENTS, AND CHANGES IN FUND BALANCES - CASH AND INVESTMENT BASIS
INTERNAL SERVICE FUNDS

As of and for the Year Ended December 31,2006

Employee Cumulative
Medical Liability/

Benefit Plan Physical Damage Total

Operating receipts:
Employee contributions $ 168,179 $ $ 168,179
Property taxes 1,167,012 425,998 1,593,010
Intergovernmental 129,976 47,444 177,420
Other 1,151,934 1,082 1,153,016

Total operating receipts 2,617,101 474,524 3,091,625

Operating disbursements:
Administrative costs 400,000 15,000 415,000

~
Litigation 33,701 33,701
Insurance claims 2,431,957 445,927 2,877,884

Total operating disbursements 2,831,957 494,628 3,326,585

m
,

:~ Deficiency of receipts under disbursements (214,856) (20,104) (234,960)

]
Nonoperating receipts (disbursements):

Tax anticipation warrants received 729,905 729,905
Tax anticipation warrants repaid (729,905) (729,905)
Interest paid (15,474) (15,474)

Total nonoperating disbursements (15,474) (15,474)

Deficiency of receipts under disbursements and
nonoperating receipts (disbursements) (230,330) (20,104) (250,434)

Cash and investment fund balance - beginning 391,696 155,584 547,280

Cash and investment fund balance - ending $ 161,366 $ 135,480 $ 296,846

Cash and Investment Assets - December 31

Restricted assets:
Cash and investments $ 161,366 $ 135,480 $ 296,846

Cash and Investment Fund Balance - December 31

Restricted for:
Other purposes $ 161,366 $ 135,480 $ 296,846
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CITY OF PORTAGE
COMBINING SCHEDULE OF ADDITIONS, DEDUCTIONS, AND CHANGES IN CASH AND INVESTMENT BALANCES

PENSION TRUST FUNDS
For The Year Ended December 31,2006

Additions:
Contributions:

Employer
Plan members
State

Total additions

Deductions:
Benefits
Administrative and general

Total deductions

Excess (deficiency) oftotal additions
over total deductions

Cash and investment fund balance - beginning

Cash and investment fund balance - ending

-32~

Police Pension Fire Pension Total

$ 301,091 $ 194,360 $ 495,451
436 436

256,891 266,404 523,295

558,418 460,764 1,019,182

574,425 449,994 1,024,419
675 2,819 3,494

575,100 452,813 1,027,913

(16,682) 7,951 (8,731)

100,090 146,470 246,560

$ 83,408 $ 154,421 $ 237,829
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CITY OF PORTAGE
SUPPLEMENTARY INFORMATION
SCHEDULE OF LONG-TERM DEBT

For The Year Ended December 31,2006

Due
Ending Within One

Description of Asset Balance Year

Governmental Activities:
Capital leases:

2000 Fire station $ '1,365,000 $ 315,000
2004 GMC Envoy 18,000 4,145
2004 GMC Sierra 13,402 4,291
2006 Pontiac Montana 16,900 3,056
20Q6 Street equipment 766,741 158,934
2006 Fire equipment 697,091 51,989

Bonds payable:
General obligation bonds:

1996 Storm water bond 1,870,000 140,000
1998 storm water bond 2,470,000 110,000
2000 GOB 990,000 225,000
2004 Park bond 3,290,000 315,000

Revenue bonds:
1993 Redevelopment bond 1,215,000 120,000
2000 TIF Revenue AmeriPlex Project 600,000 200,000
2002 Redevelopment TIF series A 5,240,000 70,000
2002 Redevelopment TIF series B 1,295,000
2005 EDIT bonds 6,270,000 315,000
2006 Marina bond 452,000 34,000
2006 Economic redevelopment bond 16,765,000 465,000

Total governmental activities long-term debt $ 43,334,134 $ 2,531,415

Business-type Activities:
water Reclamation Utility:

Loan payable 8,105,000 255,000
Revenue bonds:

1996 Refunding revenue bond 2,115,000 490,000

Total Water Reclamation Utility 10,220,000 745,000

Storm Water Utility:
Capital leases:

2005 Backhoe 15,376 15,376
2005 Excavator 16,667 16,667

Total storm Water Utility 32,043 32,043

Total business-type activities long-term debt: $ 10,252,043 $ 777,043

~,: .
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CITY OF PORTAGE
OTHER REPORT

The annual report presented herein was prepared in addition to the official report prepared for the
individual City office listed below:

Portage Water Reclamation Utility
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CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

TIMELY RECORDKEEPING

As stated in the prior audit report, bank reconcilements were not prepared on a monthly basis. The
following reconciling items were noted on the December 31, 2006, bank reconcilement which was not pre
pared until March 2007:

(1) The reconciled bank balance was $54.38 less then the ledger balance..

(2) Interest earnedduring 2006 from various bank accounts was not posted to the City's reve
nue ledger until March 15,2007. Sincethe interest was not posted, the 2006 revenue was
understated by $466,775.

(3) The bank was not notified of errors and charges dating as far back as August of 2004 for
correction until March 14,2007.

(4) In February 2006, $1,100,000 transfer between funds was posted to the ledger; however,
the corresponding bank transfer did not occur until March 2007.

All documents and entries to records should be done ina timely manner to ensure that accurate finan
cial information is available to allow the governmental unit to make informed management decisions and to
help ensure compliance with IC 5-15-1-1 et seq., commonly referred to as the Public Records Law. (Account
ing and Uniform Compliance Guidennes Manual for Cities and Towns, Chapter 7)

At all times, the manual and/or cornputerized records, subsidiary ledgers, control ledger, and recon
ciled bank balance should agree. Ifthe reconciled bank balance is lessthan the subsidiary or control ledgers,
then the responsible official or employee may be held personally responsible for the amount needed to bal
ance the fund. (Accounting and Uniform Compliance Guidelines ManualforCities and Towns, Chapter 7)

COMPENSATORY TIME

According to the City's poliCy, individuals will receive compensatory time as long as they are not
"exempt." The opinion ofthe City Attorney is that the following positions are considered "exempt": the Mayor,
Clerk-Treasurer, Police and Fire Chiefs,FarkSuperintendent,Sanitary Board Secretary/Treasurerand Plant
Superintendent, Street Superintendent,. all police Capt~in~ and Lieutenants, all Fire Assistant Chiefs,
Captains, and Lieutenants, all Fire Department employees who serve as Turn Commanders on a regular
basis, the three Park Department employees highest in rank beneath thePark Department Administrator, and
tlie two Street Department employees highest in rank beneath the. Street Department Superintendent. Based
on review of a few of the employee service records, some ofthese individuals are receiving and accumulating
compensatory time.

The policy states that no more than 240 hours of compensatory time or 480 hours for pUblic employ
ees who provide safety services work, •emergency response work, or seasonal work can be accumulated
otherwise the unit is to pay the employee the overtime rate for additional overtime hours worked. Individuals
who are under the 240 hours maximum were noted to have accrued up to 491 hours of compensatory time.

Each governmental unit is responsible for complying with the ordinances, resolutions, and policies it
adopts. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

-35-



CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

(Continued)

ADVANCE PAYMENT OF SALARIES

The City submits payroll claims to the Clerk-Treasurer for hours worked through the date of the payroll
check or direct deposit for salaried employees. Payroll is prepared three days before payroll checks are
issued or direct deposits occurs. This results in the possibility of employees receiving compensation prior to
earning it.

Compensation and any other payments for goods and services should not be paid in advance of re
ceipt ofthe goods or services unless specifically authorized by statute. Payments made for goods or services
which are not received may be the personal obligation of the responsible official or employee. (Accounting
and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

Indiana Code 5-7-3-1 states: "(a) Public officers may not draw or receive salaries in advance. (b) This
section does not prohibit a payment under IC 36-4-8-9."

PARK FEES

The Park Board minutes did not reflect fee approvals for all programs and activities provided by the
Park Department. The only fees which were approved by the Park Board during 2006 were for the rental
facilities and catering. The Park Department prints a program brochure twice a year of upcoming programs
and the related fees for youth programs, adult programs, sports, day camp, preschool and festivals. In addi
tion, the Park discounts the fee for certain youth sports or programs if multiple children from the same family
enroll. The discount may either be $5 or $10 off of the second child's fee depending on the program coor
dinator. The discount was not noted in the Park's program brochure. All fees collected by the Park
Department must be approved by the Park Board.

Indiana Code 36-1 0-3-22(a) states in part: "Park and recreation facilities and programs shall be made
available to the public free of charge as far as possible. However, if it is necessary in order to prOVide a
particular activity, the board may charge a reasonable fee."

PORT AUTHORITY BOARD MINUTES

Not all minutes of meetings ofthe Port Authority were available for audit. The minutes for the monthly
meetings of April through September 2006, January 2007, March and April 2007 were not prOVided.

Indiana Code 5-14-1.5-4 states in part:

"(b) As the meeting progresses, the following memoranda shall be kept:

(1) ,The date, time, and place of the meeting.

(2) The members of the governing body recorded as either present or absent.

(3) The general substance of all matters proposed, discussed, or decided.

(4) A record of all votes take, by individual members if there is a roll call.

(5) Any additional information required under IC 5-1.5-2-2.5 or IC 20-12-63-7."
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CITY OF PORTAGE
AUDIT RESULTS AND COMMENTS

(Continued)

REDEVELOPMENT AUTHORITY

The Redevelopment Authority has not met immediately after January 15 to organize as required by
statute for 2006 or 2007.

Indiana Code 36-7-14.5-9(a) states in part: "Immediately after January 15 of each year, the board
shall hold an organizational meeting. It shall elect one (1) of the members president, another vice president,
and another secretary-treasurer to perform the duties of those offices."
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SUPPLEMENTAL AUDIT OF

FEDERAL AWARDS
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STATE OF INDIANA
AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS

302 WEST WASHINGTON STREET
ROOM E418

INDIANAPOLIS, INDIANA 46204-2769

Telephone: (317) 232-2513
Fax: (317)232-4711

Web Site: www.in.gov/sboa

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

TO: THE OFFICIALS OFTHE CITY OF PORTAGE, PORTER COUNTY, INDIANA

Compliance

We have audited the compliance of the City of Portage (City) with the types of compliance require
ments described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended December 31, 2006. The City's
major federal programs are identified in the Summary of Auditor's Results section of the accompanying
Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, contracts
and grants applicable to each of its major federal programs is the responsibility ofthe City's management. Our
responsibility is to express an opinion on the City'S compliance based on our audit.

We conducted our aUditofcolTlpliancein accordance with auditing standards generally accepted in
the United States; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General ofthe United States; and OMS Circular A-133, Audits ofStates, Local Gov
ernments, and Non-Profit Organizations. Those standards and OMS Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have adirectand materiale'ffectona major federal.program
occurred. An .. audit includesexamining,onatestbasis, evidenseabout the City's compliance with those
requirernentsand perf()rming~uchother prose?uresaswecon~iderednecess~ry.inthecircumstances.. We
believe that our audit provides areasonablebasisforour opinion. Ouraudit does notprovide a legal determi
nation oftheCity's compliance with those requirements.

In our opinion, the City complied in all material respects with the requirements referred to above that
are applicable to each of its major federal programs for the year ended December 31, 2006..

Internal Control Over Compliance

The management of the City is responsibleforestablishingand maintaining e'ffective internal control
over compliancewith requirements of laws, regulations, contracts and grants applicable to federal programs.
In planning and performing our aUdit,we consideredthe City's internal control over compliance with require
ments that could have a direct and material effect onamajor federalprogram in order to determine our audit
ing procedures for the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMS Circular A-133.

Our consideration of the internal control over compliancewould not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the risk
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCEWITH OMB CIRCULAR A-133
(Continued)

that noncompliance with applicable requirements of laws, regulations, contracts and grants that would be
material in relation to a major federal program being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We noted no matters in
volving the internal control over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use ofthe City's management and federal award
ing agencies and pass-through entities and is not intended to be and should not be used by anyone other than
these specified parties. In accordance with Indiana Code 5-11-5-1, this report is a part of the pUblic records of
the State Board of Accounts and of the office examined.

STATE BOARD OF ACCOUNTS

May 21,2007
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CITY OF PORTAGE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended December 31,2006

Federal Grantor Agency/Pass-Through Entity
Cluster Title/Program Title/Project Title

Federal
CFDA

Number

Pass-Through
Entity (or other)

Identifying
Number

Total
Federal Awards

Expended

U.S. DEPARTMENT OF COMMERCE
Pass-Through Indiana Department of Natural Resources

Coastal Zone Management Administration Awards
Little Calumet River PUblic Access and Restoration Area

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Pass-Through indiana Office of Community and Rurai Affairs

CDBG - Entitlement and (HUD-Administered) smali Gities Cluster

Community Development Block Grants/Small Cities Program

U.S. DEPARTMENT OF INTERIOR
Pass-Through Indiana Department of Natural Resources

Outdoor Recreation Acquisition, Development and Planning
Imagination Glen Park Phase II Project

U.S. DEPARTMENT OF JUSTICE
Direct Grant

Bulletproof Vest Partnership Program

Direct Grant
Public Safety Partnership and Community Policing Grants

Total for federal grantor agency

U.S. DEPARTMENT OF TRANSPORTATION
Pass-Through Indiana Criminal Justice Institute

Highway Safety Cluster
Alcohol Traffic Safety and Drunk Driving Prevention Incentive Grants
Safety Incentive Grants for Use of Sea'tbelts

Total for federal grantor agency

U.S. ENVIRONMENTAL PROTECTION AGENCY
Direct Grant

Great Lakes Program
Portage Lakefront Park Habitat Restoration

U.S. FEDERAL EMERGENCY MANAGEMENT ADMINiSTRATION
Direct Grant

Assistance to Firefighters
Fire Operations and Firefighter Safety

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Pass-Through Porter County Substance Abuse Council

Drug Free Community Support Program Grants

U.S. DEPARTMENT OF HOMELAND SECURITY
Direct Grant

Assistance to Firefighters Grant

Total federal awards expended

11.419

14.219

15.916

16.607

16.710

20.601
20.604

66.469

83.554

93.276

97.044

CZ0603

CF-05-122

18-00539

FY 2006

2005CKWX0025

DUI: Taskforce Indiana
.PT-06-04-07-45
PT-07-04-01-61

2005-0321-012

EMW-2002-FG-05005

EMW-2004-FG-10321

$

$

15,270

224,100

115,759

2,900

196,775

199,675

16,001
17,013

1,943

34,957

10,500

2,052

8,500

596

611,409

The accompanying note is an integral part of the SchedUle of Expenditures of Federal Awards.
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CITY OF PORTAGE
NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity ofthe City
of Portage (City) and is presented in accordance with the requirements of OMB Circular A~133, AUdits of
States, Local Governments, and Non-Profit Organizations. Accordingly, the amount of federal awards ex
pended is based on when the activity related to the award occurs. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the. preparation of, the bClsic financial statements.
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CITY OF PORTAGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Section 1- Summary of Auditor's Results

Financial Statements:

Type of auditor's report issued: Adverse

Type of auditor's report issued on compliance for major programs: Unqualified

CFDA
Number ---=N,:.:a:.:.m~e::....:::o~f.:-F...:::e...:::d.:::e:.::ra:.:.I.:....p...:.ro~g:2.:·r..::::a::..:m.:-__'-- _

Internal control over financial reporting:
Material weaknesses identified?
Reportable conditions identified that are not considered to be
material weaknesses?

Noncompliance material to financial statements noted?

Federal Awards:

Internal control over major programs:
Material weaknesses identified?
Reportable conditions identified that are not considered to be
material weaknesses?

Any audit findings disclosed that are required to be reported in
accordance with section o10(a) of Circular A-133?

Identification of Major Programs:

yes

none reported

yes

no

none reported

no

14.219
16.710

CommunityDevelopment Block Grants/Small Cities Program
Public Safety Partnership and Community Policing Grants

Dollar threshOld used to distinguish between Type A and Type B programs: $300,000

Auditee qualified as low-risk auditee?
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CITY OF PORTAGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(Continued)

Section II - Financial Statement Findings

FINDING 2006-1, TIMELY RECORDKEEPING

As stated in the prior audit report, bank reconcilements were not prepared on a monthly basis. The
following reconciling items were noted on the December 31, 2006, bank reconcilement which was not pre
pared until March 2007:

(1) The reconciled bank balance was $54.38 less then the ledger balance.

(2) Interest earned during 2006 from various bank accounts was not posted to the City's
revenue ledger until March 15, 2007. Since the interest was not posted, the 2006 revenue
was understated by $466,775.

(3) The bank was not notified of errors and charges dating as far back as August of 2004 for
correction until March 14, 2007.

(4) In February 2006, $1,100,000 transfer betWeen funds was posted to the ledger; however,
the corresponding bank transfer did not occur until March 2007.

All documents and entries to records should be done in a timely manner to ensure that accurate
financial information is available to allow the governmental unit to make informed management decisions and
to help ensure compliance with IC 5-15-1-1 et seq., commonly referred to as the Public Records Law. (Ac
counting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

At all times, the manual and/or computerized records, subsidiary ledgers, control ledger, and recon
ciled bank balance should agree. If the reconciled bank balance is less than the subsidiary or control ledgers,
then the responsible official or employee may be held personally responsible for the amount needed to bal
ance the fund. (Accounting and Uniform Compliance Guidelines Manual for Cities and Towns, Chapter 7)

We recommended that the unit prepare the bank reconcilements on a monthly basis in order to post
interest earned and identify any bank errors and/or charges in a timely manner.

Section "' - Federal Award Findings and Questioned Costs

No matters are reportable.
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CITY OF PORTAGE
SUMMARY SCHEDULE OFPRIOR AUDIT FINDINGS

No matters are reportable.



city of portage
OFFICE OF THE CLERK-TREASURER

DONNA M. PAPPAS
City Hall
6070 Central Avenue
Portage. Indiana 46368
(219) 762-7784
Fax: (219) 763-9607

Home of the Port of Indiana

May 17,2007

To Whom It May Concern:

In response to the 2006 audit of Section ll- Financial Statement Findings:

FINDING NO. 2006 - I TIMELY RECORDKEEPING

1) The Clerk Treasurer and Deputy Clerk Treasurer are attempting to find any
and all differences between the bank records and the City records. The
differences usually result from a clearing error, an outstanding check error, or
a posting error.

2) The Deputy Clerk Treasurer will post interest monthly.
3) The Deputy Clerk Treasurer will notifY each bank regarding errors and

charges on a monthly basis.
4) The transfer between funds was an oversight; henceforth, the Deputy Clerk

Treasurer will review .all transfers of funds on a monthly basis to insure
proper posting and bank notification.

The Clerk Treasurer has been advised of these errors and will make every attempt to
avoid these errors in the future. Several changes have already been made to allow more
time to complete the bank reconcilements in a timely manner. Several other changes will
be done to alleviate these findings.

I) The elimination of bank accounts that are no longer necessary, i.e. First
National Bank (general account), Chase Bimk (payroll account),and Horizon
Bank (trash account).

2) Miscellaneous postings i.e. receipts from departments and state agencies will
be delegated to other clerks within the office.

3) Other miscellaneous tasks performed by the Deputy Clerk Treasurer will be
delegated to other clerks within the office, i.e. posting of purchase orders and
manual claims.

Due to the limited access of the City's computer budget program, other changes may also
occur during the review process besides those stated in this response.

Sincerely,

Ab-p-~/A4#kz-/
Donna M. Pappas
Clerk-Treasurer
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CITY OF PORTAGE
EXIT CONFERENCE

The contents of this report were discussed on June 5,2007, with Douglas Olson, Mayor; Donna
Pappas, Clerk-Treasurer; and Edward H. Gottschling, President of the Common Council. The official re
sponse has been made a part of this report and may be found on pages 49 and 50.
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OFFICE OF THE MAYOR
CITY OFPORTAGE, IN _
________________DOUGLAS W. OLSON

Christine Spritz
State Board ofAccounts
155 Indiana Ave
Valpanriso,ln.46383

June 19,2007,

Christine,

He1"e.isa copy ofthe letter you requested.onCompensatory Time from our. ttorney Greg
Sobkowski. I hope this is what you needed, ifnot please contact uS at 219-7! 2-5425.

6070 Central Ave, Portage IN 46368
____________. www.ci.portage.··.us

-49-



_------Law Department _
~
0)
o
t:o
Q.

\.I-o
~--
()

Please direct return
Correspondence to:

6082 Lute Road
P.O. Box 1037
Portage, IN 46368
(219) 762-9129

June 13, 2007

Hon. Douglas W. Olson
Mayor, City of Portage
City Hall..;... 6070 Central Ave.
Port:;tge, IN 46368

Re: Compensatory Time

Dear Mayor Olson:

I am writing in response to the State Board of Accounts Audit Report concerning
compensatory time.. Under· the Fair Labor Standards Act,'only non-exempt
employees are •.. entitled .to .overtime. compensation and/or compensatory .time.
However,there is· nothingV{hich prohibits a city from .grantingc0m.pe.nsatory time
to .exemptem.ployee§Rs/V{eU.. It,therefore,remainsm.yopinion that you .may grant
compensatory time to exempt City employees ifyou choose to do so.

truly yours,

GASfwaz

13,504.238/54312
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