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CITY OF MISHAWAKA

DAVID A. WOOD, MAYOR OFFICE OF THE MAYOR

June 27,2014

Members of the Common Council
Mishawaka, Indiana

Dear Council Members:

In accordance with Indiana statute, I hereby transmit to you the annual financial report of the City of
Mishawaka as of December 31, 2013.

The city’s administration assumes responsibility for this report and believes that the data, as presented, is
complete and accurate in all material aspects; that it is presented in a manner designed to fairly set forth the
financial position and results of operations of the city as measured by the financial activity of its various
funds; and that all disclosures necessary to enable the reader to gain the maximum understanding of
Mishawaka's financial affairs have been included.

In developing and evaluating the city's accounting system, consideration is given to the adequacy of internal
accounting controls. Internal accounting controls are discussed by the Controller in her accompanying letter
of transmittal and, within that framework, I believe that the city's internal accounting controls adequately
safeguard assets and provide reasonable assurance of proper recording of financial transactions.

Indiana law requires that the financial statements of the city be audited by the State Board of Accounts.
This requirement has been met and the auditor's opinion is included in the compliance section of this report.

Beginning this past year, the State Board of Accounts has placed the entire burden of compiling the CAFR
report on the City. This is a new practice and takes a great deal of time and effort in the Controller’s Office.
The preparation of this annual financial report could not have been accomplished without the professional
competence and dedication of City Controller, Rebecca Miller, and her entire staff. Their efforts over the
years to upgrade the accounting and financial reporting systems of the city have substantially improved the
quality of information being reported to Mishawaka citizens, the Common Council and Indiana oversight
boards.

All of us in Mishawaka can take great pride that for the twenty-seventh consecutive year; Mishawaka has
earned the Certificate of Achievement for Excellence in Financial Reporting from the Government Financial
Officers Association. This is the highest form of recognition in the area of governmental financial
reporting. Few municipalities in the State of Indiana ever receive this prestigious award. So it is with great
pride and satisfaction that I transmit this financial report and assure you and our citizens that the fiscal
management and reporting of our city government meets every recognized standard of excellence!

Smy/

vid A. Wood, Mayor

City Hall - 600 East Third Street - P.O. Box 363 - Mishawaka, Indiana 46546-0363
Telephone: (574) 258-1601 - Facsimile: (574) 258-1603 - E-Mail: mayor@mishawaka.in.gov

iv



CITY OF MISHAWAKA

DAVID A. WOOD, MAYOR DEPARTMENT OF FINANCE
Rebecca S. Miller, Controller
Misti D, Horvath, Deputy Controller

June 27,2014

To the Honorable Mayor David A. Wood,
Members of the Common Council, and
the Residents of the City of Mishawaka:

The Comprehensive Annual Financial Report of the City of Mishawaka, Indiana for the fiscal year ended December 31, 2013 is
hereby submitted.

This report was prepared by the City Controller's Office in conjunction with the State Board of Accounts of the State of Indiana.
Responsibility for the accuracy, completeness and fairness of the presentation rests with the city. We believe the data as presented is
accurate in all material respects and is presented fairly as set forth in the financial position of the governmental activities, the business
type activities, each major fund and the aggregate remaining fund information of the city as of December 31, 2013 and that all
disclosures necessary to enable the reader to gain the maximum understanding of the city's financial affairs have been included. The
financial statements of the City of Mishawaka for the year-ended December 31, 2013 are fairly presented in conformity with GAAP.

Internal control is a major part of managing a city it is not a one time event, but an ongoing series of actions and events that occur in a
municipality. Internal controls are designed to provide reasonable assurance regarding the safeguarding of assets against loss from
unauthorized use or disposition and reliability of financial records for preparing the financial statements and maintaining
accountability for assets

The City of Mishawaka’s accounting system was last updated in 2011. In 2011 the City of Mishawaka went from an AS400
environment to a web browser environment. Updating an accounting system is often needed to adequately report and record financial
data along with being able to stay compliant with lJaws and regulations. Consideration is also given to the adequacy of internal controls
when updating an accounting system. We believe that the City of Mishawaka’s internal controls adequately safeguard assets and
provide reasonable assurance of the proper recording of financial transactions. Reasonable assurance of the cost of internal controls
should not exceed the benefits to be derived and the valuation of costs requires estimates and judgments by the city. Many policies and
procedures have been put into place at the City of Mishawaka to assure the best possible performance. Key items: written cash
handling policy, Capital Asset policy, and periodic inventories overseen by the controller’s office. Internal controls are tested
continuously by the City Controller’s Office.

The State Board of Accounts of the State of Indiana, have issued an unqualified opinion on the City of Mishawaka’s financial
statements for the year ended December 31, 2013. The independent auditor’s opinion is located at the front of the financial section of
this report.

The city is required to undergo an annual single audit in conformity with the U.S. Office of Management and Budget Circular A-133,
Audits of States. Local Governments and Non-Profit Organizations, the provisions of the Indiana Code section 5-11-1-9 and the
requirements of the Indiana State Board of Accounts. Information related to the single audit, including the schedule of federal awards,
findings and recommendations, and the auditors’ reports on the internal control structure and compliance with laws and regulations, is
included in this document.

This letter of transmittal is designed to complement the Management’s Discussion and Analysis (MD&A) and should be read in
conjunction with it. The City of Mishawaka’s MD&A can be found immediately following the report of the independent auditors. The
following pages of this transmittal letter include a general overview of the City of Mishawaka with discussion on the economic
condition of the city also including present and future goals of the city.

City Hall ¢ 600 East Third Street ¢ Mishawaka, Indiana 46544
Telephone: (574) 258-1622 « FAX (574) 258-1724 « www.mishawaka.in.gov
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CITY PROFILE

The City of Mishawaka was incorporated as a city in 1899. The City of Mishawaka is located in the north central
part of the State of Indiana. Mishawaka is approximately 100 miles east of Chicago and 140 miles north of
Indianapolis. The city currently occupies a land area of approximately 17.69 square miles and serves a population of
48,252(2010 Census). The central government of the city consists of the Mayor (chief executive officer) and a nine-
member Common Council six members of which are elected by districts each serving a four-year term. The City of
Mishawaka also elects a City Clerk.

The City of Mishawaka provides a full range of services, including police and fire protection, maintenance of
highways, streets and other infrastructure, economic redevelopment, and recreational activities. Other services
provided are a municipal utility including, electric, wastewater and water services.

The City of Mishawaka does not have any component units. The Mishawaka-Penn Public Library, Mishawaka
School City and the Mishawaka Housing Authority have been determined to be separate reporting entities.

The annual budget serves as the foundation for the City of Mishawaka’s financial planning and control. Budgetary
controls are maintained at the fund level. The Mishawaka City Council is required to adopt a final budget by no
later than October 31st of each year. Budget to actual comparisons demonstrate how actual revenues and
expenses/expenditures compare to both the original and final revised budgets. The following schedule identifies
where these comparisons can be found.

Starting
Page
Governmental Major Funds 68
Governmental Non-Major Funds 73

ECONOMIC CONDITION

The City’s major challenges are to provide the infrastructure, services and public safety needed to maintain the
quality of life, which has attracted considerable growth to our city. The economic condition and outlook of the
government continues to show stable growth and vitality. The City of Mishawaka is a growing community with a
highly diversified economic base. To maintain the attractiveness of the City of Mishawaka we must balance our
support systems with our quality of life amenities.

The City of Mishawaka has made hard choices in the last six years to position ourselves for the downturn in the
economy that occurred in 2009. The City of Mishawaka has continued to grow in a steady and orderly fashion.
Long-term investments continue to be made in our infrastructure, and then maintained. In the past three years Circuit
Breaker property tax caps have reduced the City’s revenue. Despite these challenges the City of Mishawaka
continues to maintain such services as street sweeping, leaf collections, and public safety to keep our neighborhoods
clean, safe, and an attractive place to live.

The City of Mishawaka has access to Interstate 80/90, U.S. Highways 6, 20, 31 and several state highways. The City
also has access to a regional airport which is the second busiest airport in Indiana and the first in the country that is a
tri-modal airport, with air, rail and bus lines. In 2014 it has plans to become an international airport.

Mishawaka's 2000 Census population was 46,557 the population of Mishawaka increased to 48,252 or 3.6%
according to the 2010 U.S. Census. Steady job growth and population growth have contributed to the stability of the
community. As of December 2013 the South Bend/Mishawaka area unemployment rate was 8.8% compared to
9.7% in 2012. The South Bend/Mishawaka area overall resident employment stands at 124,349 for 2013 compared
to 124,968 in 2012.

Locally there are several colleges with over a 20,000 combined student population. These universities and technical

schools include Bethel College in Mishawaka, the University of Notre Dame, Indiana University South Bend, Saint
Mary’s College and Ivy Tech Community College.
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The largest employers in Mishawaka are in the Health, Education and Retail fields. The St. Joseph Regional
Medical Center employs approximately 2,597 people, the School City of Mishawaka employs an estimate of 968
people and Meijer Retail employs approximately 575 people. o

The total estimated value of new construction permits in Mishawaka during 2013 was $53.3 million. Residential
permits totaled $8.9 million, multi-family permits totaled $6.0 million, and the commercial permits totaled $38.4
million. Highlighting the 2013 completed projects was Alzheimer’s Special Care ($5.3 million), Center for Hospice
Care building ($5.2 million), Long Term Care Investments ($4.4 million), and All-Secure Storage ($1.6 million).

In 2013, eight new commercial permits, and 144 commercial alterations/additions were issued with a value of $38.4
million. New single family housing was up in 2013 from 28(2012) to 39 with an $8.9 million value. Although the
City of Mishawaka is benefiting from long—term strategic planning, the housing market is still significantly lower
than the numbers from 2007. Over the next few years, we anticipate the City will continue a transformation of
longstanding retail centers, as well as, scattered new-site construction. Retail sales in Mishawaka totaled $1.8
billion according to a 2007 survey of market data by the U.S. Census Bureau. The Mishawaka area is northern
Indiana’s retail hub, and with more planned development in the future it will continue.

Even though there were no voluntary annexations in 2013, the annexations of 2012 grew the City by 2.8% and will
be the scene of future development.

In 2013 the City of Mishawaka continues to experience business retention and neighborhood revitalization.

51 tax abatements have been issued by the City of Mishawaka since 1986. 42 of the 51 abatements issued have been
in the industrial-manufacturing area and 34 of the 51 were issued to different companies. The City of Mishawaka
awarded two tax abatements in 2013 and at the end 0f 2013, only 5 tax abatements were outstanding.

ECONOMIC INDICATORS

2013 2012 2011 2010 2009 2008 2007 2006

Population 48252 48252 48252 48252 46557 46557 46557 46557
Assessed Value (in billions) 1.3 1.4 1.4 1.4 14 1.6 1.7 1.6
Dollar Value of Building Permits

(in millions) 53.3 51.6 45. 42, 53, 316. 116. 108.
Building Permits - New Construction 47 46 26 31 40 67 136 125

Labor Force (St. Joseph County) 124,349 124,968 126,963 127,611 128,714 133,363 133,337 134,788
Sources: Stats Indiana, nidataplus.com (benchmark) updated 2013.
MAJOR INITIATIVES/PROGRAMS

The following initiatives, some new and some on-going are briefly outlined to indicate the challenges and
opportunities related to development currently facing the City.

Maintaining the City’s long term financial health is the number one priority for the year 2013 and beyond. Trying to
control property taxes and still maintaining the services that are required will be a difficult process in the years to
come. In 2007 legislation was passed to cap residential property tax at one percent by the year 2010. This legislation
has put a burden on municipalities to spend tax dollars wisely. In 2009 St Joseph County implemented a new Local
Option Income Tax, this tax helped to fund Public Safety needs in 2013 and will also help fund any future capital
needs for public safety,

In 2004 the City of Mishawaka initiated a comprehensive plan update. The completion of the plan was broken into
six elements. The City continues to implement each element of the plan.

The City’s neighborhood stabilization plan continues to be implemented in 2013. The Mishawaka Code
Enforcement Department continues to assist the Community Development Department in providing them with the
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locations of vacant properties. This information has been valuable as they progress with the Neighborhood
Stabilization Program. Many vacant properties have been demolished and replaced with single family homes. The
overall appearance in older neighborhoods has greatly improved and will continue to improve.

The City in cooperation with the Solid Waste District continues a staffed Household Hazardous (HHH) waste
collection facility. This facility is staffed full time throughout the year. The site provides residents a place to dispose
of waste materials that would otherwise be disposed of in a less than favorable manner.

One of the largest projects completed in 2013 is the Capital Avenue/SR 331 urban expressway. This highway
connects two major roadways, the Indiana Toll Road (Inferstate 80/90) and US Highway 20. This roadway opens up
important economic development opportunities in the corridor. Several acres of land have been annexed bordering
the Capital Avenue corridor for future development. Perpendicular to Capital Avenue on the south is the 12%
Street/Harrison Road widening. This busy road connects the highly populated eastern city limits to Union Street
near downtown Mishawaka.

The City is continuing to develop a countywide Geographic Information System (GIS). Several strategic plans for
improvement have been finalized. The entire application data has been moved to a faster server and the software
version has been updated at the workstation level. The GIS computer technology combines mapping and
information stored as data that can be collated and retrieved by location. The benefits include improved regional
planning and intergovernmental communication; enhanced access and coordination of vital information for police,
fire and EMS; soil, drainage and topography can be layered over parcels to provide quick site analysis, immediate
and easy access to infrastructure, utilities and drainage data; and land use management.

The Mishawaka River Walk continues to be expanded. The City of Mishawaka River Walk connects neighborhoods
and parks while also taking advantage of the view of the St. Joseph River. The Central Park revitalization is
scheduled for 2014. The City has applied for future funding and expansion of the River Walk through Merrifield
Park.

The Park Department is currently analyzing all of its facilities and also evaluating where activities are best located.

In 2008 the City of Mishawaka created its own Local Bond Bank. Over the last few years the bond bank has funded
a city wide energy plan, the purchase of a Sewer Vac and most recently the construction of a new fire station. The
creation of the Bond Bank has saved the City several thousand dollars in interest expense since 2008,

INDEPENDENT AUDIT

Indiana state statute IC 5-13-1 requires each municipality to be audited by the State Board of Accounts, an agency of
the State of Indiana. This requirement has been satisfied and the auditor's opinion has been included in this report.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Mishawaka for its Comprehensive Annual
Financial Report (CAFR) for the fiscal year ended December 31, 2012, The Certificate of Achievement is a
prestigious national award-recognizing conformance with the highest standards for preparation of a state and local
government financial report.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized Comprehensive Annual Financial Report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City of Mishawaka has received a
Certificate of Achievement for the last twenty seven consecutive years (years ended December 31, 1986-2012). We
believe our current comprehensive annual financial report continues to meet the Certificate of Achievement
Program’s requirements and we are submitting it to GFOA to determine its eligibility for another certificate,
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The preparation of this report was made possible by the dedicated service of the staff of the Controller’s Office,
most notable is retired City Controller Yvonne Milligan. With her experience, knowledge and guidance the public
and bond holders have once again an accurate, informative resource. Appreciation is also extended to Deputy
Controller Misti Horvath. I would like to thank Doug Wiese Area Supervisor for the State Board of Accounts and
the Area Field Examiners Martha Harper and John Rucano for their assistance and encouragement. They have our
sincere appreciation for the preparation of this report. Acknowledgment should also go to Mayor David A. Wood
and the members of the Mishawaka Common Council for their interest and support in planning and conducting the
financial operations of the City.

Respectfully submitted,

Rebecca S, Miller
City Controller

Staff:  Misti Horvath, Deputy Controller
Kim Hill
Amber Robinett
Shellie Lentz
Melanie Wroblewski
Judy Sawyer
Kurt Vardaman
Michael Hartman
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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

TO: THE OFFICIALS OF THE CITY OF MISHAWAKA, ST. JOSEPH COUNTY, INDIANA

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Mishawaka (City), as of and for the year ended December 31, 2013, and the refated
notes to the financial statements, which collectively comprise the City's basic financial statements as listed in
the Table of Contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

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 of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including the assess-
ment of the risks of material misstatement of the financial statements, whether due to fraud or error. In mak-
ing those risk assessments, the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the City's internal control.
Accordingly, we express no such opinion. An audit includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that our audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.




INDEPENDENT AUDITOR'S REPORT
(Continued)

Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the City, as of December 31, 2013, and the respective changes in
financial position, and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, Schedules of Funding Progress, Schedules of Contributions From
the Employer and Other Contributing Entities, Budgetary Comparison Schedule, and Budget/GAAP
Reconciliation, as listed in the Table of Contents, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City's basic financial statements. The accompanying introductory section, combining
and individual nonmajor fund financial statements and schedules, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and schedules are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. Inour
opinion, the combining and individual nonmajor fund financial statements and schedules are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

The introductory section and statistical section have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on them.




INDEPENDENT AUDITOR'S REPORT
(Continued)

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 10,
2014, on our consideration of the City's internal control over financial reporting and on our tests of its com-
pliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering City's internal control over financial reporting and compliance.

Paul D. Joyce, CPA
State Examiner

June 10, 2014
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City of Mishawaka, Indiana
Management Discussion and Analysis
For the year ended December 31, 2013

As management of the City of Mishawaka, we offer the readers of the City of Mishawaka’s financial
statements this narrative overview and analysis of the financial activities of the City of Mishawaka for the
fiscal year ended December 31, 2013 We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our basic financial statements and notes
to the financial statements to enhance their understanding of Mishawaka’s financial performance.

As with other sections of this financial report, the information contained within this MD&A should be
considered only a part of a greater whole. The readers of this statement should take time to read and
evaluate all sections of this report, including the Transmittal Letter, City’s financial statements, and the
other Required Supplemental Information (“RSI”) that is provided in addition to this MD&A.

Financial Highlights

e The assets of the City of Mishawaka exceeded its liabilities at the close of the fiscal year (2013) by
$323,824,751. Of this amount, $38,731,287 (unrestricted net position) may be used to meet the
City of Mishawaka’s ongoing obligations to citizens and creditors.

e The government’s total assets increased by $4,065,275. Of this amount governmental activities
assets increased by $5,179,069 and business type activities decreased by ($1,113,794). The
beginning balances for governmental activities have been restated from the 2012 CAFR.

e As of the close of fiscal year 2013, the City of Mishawaka’s governmental funds reported
combined ending fund balances of $55,687,196, a decrease of $10,778,521 after a restatement of
fund balances.

e At the end of 2013, the unassigned fund balance for the General fund was $4,540,640 (13.2% of
General Fund Expenditures) compared to $7,898,202 for 2012 which was about 24.9% of total
general fund expenditures for that year.

o The City of Mishawaka’s total debt outstanding for General, Revenue and Special Obligation
Bonds increased during the current fiscal year by a net of $5,839,611.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Mishawaka’s basic
financial statements. Those statements are comprised of the following components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to be corporate-like in that all government and
business-type activities are consolidated in columns, which add to a total for the Primary Government.

The statement of net position presents information on all of the City of Mishawaka’s assets, deferred
outflows of resources, liabilities, and the deferred inflows of resources. The difference between total assets
and deferred outflows of resources and total liabilities and deferred inflows of resources is reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the City of Mishawaka is improving or deteriorating.

Component units, which are other governmental units over which the City may exercise influence and/or be
obligated to provide financial subsidy, are presented as a separate column in the government-wide
statements and as individual activities in the fund financial statement.




The statement of activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are recorded in the period in which the
underlying event takes place, which may differ from the period in which the cash is received or disbursed.
The statement is intended to summarize and simplify the user’s analysis of the cost of various
governmental services and business type activities net of the related revenues, as well as a separate
presentation of revenues available for general purposes.

Both of the government-wide financial statements distinguish the functions of the City of Mishawaka that
are principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the City of Mishawaka include general
government, public safety, highways and streets, sanitation, community development, culture and
recreation and interest on long-term debt. The business type activities of the City of Mishawaka include a
water, wastewater and electric utility. The major governmental activities of the City of Mishawaka consist
of General Government and TIF NW General.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control and reporting of resources that are
segregated for specific activities or objectives. The City of Mishawaka, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City of Mishawaka are divided into three categories: governmental
funds, proprietary funds, and fiduciary funds. The focus is on Major Funds.

Governmental funds: Governmental funds are used to account for essentially the same functions reported
as governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and outflows
of spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government’s near-term financing requirements.
Governmental funds use the modified accrual basis of accounting.

General Government Revenues

The following schedule presents a summary of general revenues for the year ended December 31, 2013.

Revenues 2013 Amount % of Total
Taxes: General Property $ 40,783,183 61.43%
Licenses and permits 493,314 14%

Intergovernmental 17,927,876 27.00%

Charges for services 4,737,841 7.14%

Fines and forfeits 39,767 .06%
Interest 88,635 13%
Sales and Use of Property 268,698 40%
Gifts and Donations 105,425 .16%
Other 1,945322 2.93%
Total ‘ $ 66,390,061 100.00%

As shown above, the City of Mishawaka’s single largest source of revenue is generated by property
taxation. This revenue is based on a relationship between assessed property valuation of industrial,
commercial and residential parcels, both real and personal and the application of a tax rate to arrive at the
total levy. Taxable property is assessed at 100% of the true tax value.

The City of Mishawaka has the ability through the State of Indiana to increase its general property tax levy
by a maximum of 5%. In 2013 the increase was 2.8%. The above property tax revenue includes taxes
collected on behalf of the following funds: General Fund, Park and Recreation Fund, Motor Vehicle
Highway Fund, Cumulative Capital Development Fund, Cumulative Sewer Fund, Cumulative Fire




Equipment and Building Fund, various capital funds for the City of Mishawaka’s Redevelopment Tax
Incremental Financing (TIF) Funds and a special levy to cover debt service on general obligation bonds.
Approximately 60.6% of the General Funds 2013 total revenue was derived from property taxes, the TIF
NW General derived 94.5% of its revenue from property tax, and the Other Governmental Funds property
tax percentage was 29.8% of total revenue.

EDIT, COIT and LOIT were established to support the purpose of taking the tax burden away from
homeowners. The years of distribution listed are on a cash basis not accrual. Intergovernmental revenue
primarily consists of Economic Development Income Tax (EDIT), County Option Income Tax (COIT) and
Public Safety Local Option Income Tax (LOIT). Economic Development Income Tax was enacted July 1,
1995 at one-tenth of a percent (0.1%) but was then increased by ordinance beginning in 1998 to two-tenths
of a percent (0.2%) and in 2009 it was increased to its maximum of (0.4%). The city received $2,636,726,
$3,278,317, and $2,932,639 of CEDIT distributions for the years 2011, 2012, and 2013 respectively.
County Option Income Tax was enacted in July of 1997 at two-tenths of a percent (0.2%) and increased
yearly by one-tenth of a percent (0.1%) to a maximum of six-tenths of a percent (0.6%). The city received
$2,537,616, $2,968,395, and $2,694,937 of COIT distributions for the years 2011, 2012, and 2013
respectively. In October of 2009 a Public Safety Local Option Income Tax was enacted at .25%. The city
received $1,911,804, $2,387,887, and $2,113,183 of LOIT distributions for the years 2011, 2012, and 2013,
Other intergovernmental revenue includes alcoholic beverage tax, wheel tax, vehicle excise tax and
cigarette tax. User fees are analyzed each year with future increases to be implemented to help shift some
of the burden of taxation.

General Government Expenditures
The following schedule presents a summary of general government expenditures for the year ended
December 31, 2013.

Expenditures 2013 Amount % of Total
General Government $ 7,593,738 9.87%
Public Safety 29,885,405 38.83%
Highways and Streets 23,544,225 30.59%
Sanitation 2,139,429 2.78%
Culture and Recreation 7,216,010 9.37%
Community Development 2,582,305 3.35%
Debt service 4,009,852 5.21%
Total $.76,970,964 100.00%

The City of Mishawaka breaks its general government expenditures into six categories: general
government, public safety, highways and streets, sanitation, culture and recreation, and community
development. Combined in the expenditure totals are also capital outlay which is listed separately on the
statement of revenues, expenditures, and changes in fund balances for governmental funds. Debt service is
also listed separately in the report. As you can see in the above summary, Public Safety has the highest total
of expenditures at $29,885,405 or 38.83% of the total expenditures while Highways and Streets and
General Government are at 30.59% and 9.87% respectively. Data for each non-major fund is provided in
the form of combining statements elsewhere in this report.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the City of Mishawaka’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.




The City of Mishawaka maintains 38 individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental statement of revenues, expenditures, and
changes in fund balances for the General and TIF NW General funds all of which are considered to be
major funds. Data from the other funds are combined and presented in one column labeled Other
Governmental Funds. Individual fund data for each of these nonmajor governmental funds is provided in
the form of combining statements elsewhere in this report.

The City of Mishawaka adopts an annual appropriated budget for the majority of its funds. A budgetary
comparison statement has been provided for the major funds to demonstrate compliance with the budgets as
required supplementary information.

Proprietary funds: Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. Information is provided separately in the proprietary statement of
net position and the proprietary statement of revenues, expense and changes in fund net position for the
electric, water and wastewater utility which are considered major funds. Proprietary funds use the accrual
basis of accounting. The City of Mishawaka maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City of Mishawaka maintains three enterprise funds to account for its electric,
water and wastewater utility. Internal service funds are an accounting device used to accumulate and
allocate costs internally among the City of Mishawaka’s various functions. The City of Mishawaka uses an
internal service fund to account for its self-funding group health insurance. Because these services
predominantly benefit governmental rather than business-type activities, it has been included within the
governmental activities in the government-wide financial statements but is combined into an aggregated
presentation in the proprietary fund financial statements.

Fiduciary funds: Fiduciary funds are used to account for resources held for the benefit of parties outside
the City of Mishawaka. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City of Mishawaka’s own operations.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The City of Mishawaka’s fiduciary duties are accounted for in both Trust and Agency Funds. The primary
trust funds are the Police Pension, Fire Pension, and Utility Pension Funds. The two Agency funds are the
Redevelopment Revolving and a Special Judgment Fund.

Pension Trust Fund Operations

Most City of Mishawaka employees are covered by the Public Employees Retirement Fund and the 1977
Police Officers’ and Firefighters’ Pension Fund, both administered by the State of Indiana. However,
certain police officers and firefighters hired before May 1, 1977, who did not opt into the 1977 fund,
continue to be members of the 1925 Police Pension and the 1937 Firefighters’ Pension Fund. These two
funds are administered by the Local Pension Board. This group of police officers and firefighters are
continuing to decline, both as a total member and as a percentage of total payrolls of both the police and
fire departments and of the City as a whole. In 2009 the State of Indiana took over the funding of the 1925
and 1937 Police and Fire Pension. This funding will be paid directly to the City of Mishawaka through the
State of Indiana Pension Relief Fund.

The Utility Pension fund covers all the City of Mishawaka utility workers except for sewer employees who
are covered by PERF. The Utility Pension fund is administered by the City of Mishawaka’s Board of
Works and provides retirement, disability, and death benefits to plan members and beneficiaries. Funding
requirements are established by the plan administrator. Currently, employees are not required to make any
contributions to the plan. The Utility Pension Plan is funded by revenue received from utility services.

Notes to the financial statements

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



Other information

In addition to the basic financial statements and accompanying notes, this report also provides certain
required supplementary information. The combining statements referred to earlier in connection with non-
major governmental funds, internal service funds, and fiduciary funds are presented immediately after the
basic financial statements, Also included are budget comparisons for governmental funds other than the
General Fund and the TIF NW General Fund which are major funds.

Government-Wide Financial Statement Analysis

Summary of Net Position — The following table reflects a summary of Net Position compared to the prior
year.

City of Mishawaka
Statement of Net Position
Governmental Business-Type Total
Activities Activities
2013 2012 2013 2012 2013 2012
Current and other assets $61,501,450 $73,328,596 $46,303,464 $55,856,516 $107,804,914 $129,185,112
Capital assets 177.686.231  162.279.835 192.499.538  185.412.156 370,185,769 347.691.991
Total assets 239.187.681 235,608,431 238.803.002 241268672 477.990.683 476.877.103
Deferred outflows of
resources 0 0 1.994.027 0 1,994,027 0
Long-term liabilities 41,349,615 42,271,250 97,362,046 102,323,444 138,711,661 144,594,694
Other liabilities 2.854.102 3.461.252 14,594,196 8.990.647  17.448.298 12,451,899
Total liabilities 44.203.717 45732,502 111956242  111.314.091 156.159.959 157.046,593
Net position:
Net Investment
In capital assets 170,374,606 151,073,920 103,839,134 97,739,643 274,213,740 248,813,563
Restricted 1,221,499 2,839,701 9,658,225 8,641,187 10,879,724 11,431,451
Unrestricted 23.387.859 36,011,745 15.343,428 23573751  38.731.287  59.585.496
Total net position $194.983.964 $189.875.929 $128.840.787 $129.954.581 $323.824.751 $319.830.510

Normal Impacts

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position, Capital assets are used to provide services to citizens and they are not available for future
spending. Although the investment in capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources since the capital assets
themselves cannot be used to liquidate these liabilities.

Current and other assets consist mainly of cash, investments, and receivables from property taxes,
intergovernmental sources, and interest. Capital assets include land, improvements to land, construction in
progress, buildings and improvements, equipment, and infrastructure such as roads, and sidewalks and
curbs. Deferred outflows include deferred amounts from refunding of debt. Long-term liabilities consist
mainly of notes and loans payable, bonds payable and capital leases. Other liabilities include accounts
payable, accrued payroll, customer deposits and taxes payable.

Borrowing of capital will increase current assets and long-term debt. Spending borrowed proceeds on new
capital will reduce current assets and increase capital assets. Spending of non-borrowed current assets on
new capital will reduce current assets and increase capital assets and will reduce unrestricted net position
and increase net investment in capital assets. Principal payment on debt will reduce current assets and




reduce long-term debt and reduce unrestricted net position and increase net investment in capital assets.
Reduction of Capital Assets through depreciation will reduce capital assets and net investment in capital
assets.

Current Year Impacts

At December 31, 2013, the City of Mishawaka’s assets exceeded liabilities by $323,824,751 an increase of
$3.99 million from the previous year (based on restated values). The largest portion of the City of
Mishawaka’s net position reflects its net investment in capital assets (85%), less any related debt used to
acquire those assets that are still outstanding.

At the end of 2013, the City of Mishawaka was able to report positive balances in all categories of net
position, both for the government as a whole, as well as for its separate governmental and business-type
activities. The same held true for the prior year 2012,

At year end the City of Mishawaka’s net position was $323,824,751. This amount is made up of
$274,213,740 net investment in capital assets (e.g. land, buildings, machinery, and equipment),
$10,879,724 assets with external restrictions upon its use, and $38,731,287 of unrestricted assets that are
available for future use as directed by management.

Summary of Changes in Net Position
The following table summarizes the changes in net position for the current and previous year.

City of Mishawaka
Changes in Net Position
Governmental Business-Type Total
Activities Activities
2013 2012 2013 2012 2013 2012

REVENUES
Program revenues:

Charges for services $7.392,086  $7.440,572  $68,181,952 $72,693,321  $75,574,038 $80,133,893

Operating grants and contributions 3,581,151 3,256,325 3,581,151 3,256,325

Capital grants and contributions 5,977,949 5,887,808 87,495 5,977,949 5,975,303
General revenues:

Property taxes 40,631,587 43,780,600 40,631,587 43,780,600

Grants and contributions not

restricted to specific programs 8,368,776 8,403,833 8,368,776 8,403,833
Unrestricted investment earnings 88,635 119,285 85,227 122,082 173,862 241,367

Other revenue 198,281 6,777,151 198,281 6,777,151
Special items:

Insurance Settlement 727.766 727,766
Total revenues $66.238.465 $75.665.574  $68.267.179 $73.630.664 $134.505.644  $149.296.238
EXPENSES

General government 7,923,349 7,938,056 7,923,349 7,938,056
Public safety 34,037,887 31,059,510 34,037,887 31,059,510
Highways and streets 5,183,288 10,110,135 5,183,288 10,110,135
Sanitation 2,139,429 1,953,950 2,139,429 1,953,950
Community development 2,557,050 7,624,016 2,557,050 7,624,016
Culture and recreation 7,595,105 5,354,168 7,595,105 5,354,168
Interest on long-term debt 272,089 476,838 272,089 476,838
Water utility 6,739,598 7,037,417 6,739,598 7,037,417
Wastewater utility 12,700,064 11,979,193 12,700,064 11,979,193
Electric utility 51,292,510 49.374.050 51,292,510 49.374.050
Total expenses $59.708.197  $64.516.673  $70.732.172  $68.390,660 $130,440.369  $132.907.333
Changes in net position
before transfers 6,530,268 11,148,901  (2,464,993) 5,240,004 4,065,275 16,388,905
Transfers (1,351,199) (292,598) 1,351,199 292,598
Change in net position 5,179,069 10,856,303 (1,113,794) 5,532,602 4,065,275 16,388,905
Net Position-Beginning, restated 189.804.895 179,019,626 129.954,581 124,421,979  319.759.476  303.441.605
Net Position-Ending $194,983,964 $189,875,929 $128,840,787 $129,954,581 $323,824,751 $319,830,510
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Normal Impacts

Revenue:

When comparing revenue, economic conditions can reflect a declining, stable or growing environment and
may have a great impact on property, sales, gas and other taxes as well as public spending for building
permits, user fees and volumes of consumption. While certain tax rates are set by statute, the City Council
has authority to impose and increase or decrease rates (utility charges, user fees, permits, etc.). Certain
recurring revenues (block grants, state sharing, etc.) may experience changes periodically while others (or
one-time) grants are less predictable and may often distort revenue comparisons from year to year.

Expenses:
Within certain expense categories (Police, Fire, Parks and Recreation, etc.), programs added or deleted

from year to year may change to meet community needs. Staffing needs may change from year to year to
meet the changes in services. Staffing costs (salaries and benefits) represent 69.7% of the city’s primary
government operating cost. Some functions may experience unusual changes due to the specific cost (fuel,
chemicals, etc.)

Current Year Impacts
Governmental Activities:

Net position of the governmental activities increased from 2012 to 2013 by $5.1 million after the
restatement.

Charges for services revenue decreased $48.4 thousand due to less revenue for licenses and permits.

Operating grants and contributions increased $324.5 thousand. Much of this is due to an increase in Block
grant funds.

Capital grants and contributions increased by $90 thousand due to net fluctuations in intergovernmental
funds.

Overall property tax revenue was down due to the Circuit Breaker loss of $3,388,274. Without Circuit
Breaker the tax collection would have been 98.6%.

Grants and contributions not restricted to specific programs decreased in 2013 by $35 thousand.

Unrestricted investment earnings decreased by $30 thousand. 2013 saw an increase in construction projects
therefore reducing the cash available for interest earnings.

Other revenue in 2013 was lower by $6.5 million. In 2012 the $6.3 million value of the Scott Brass
building/property donation was added.

Governmental expenses decreased by 4.8 million or 7.5%.
The net decrease was due to a number of fluctuations. In 2012 Community Development had a large
project completed ($5.3 million) and in 2013 they did not. Highways and Streets also had lower due to

fewer projects for 2013, Public Safety had increased expenditures in 2013 due to police and fire
equipment. Culture and recreation had an increase due to updating various city parks.
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Business Type Activities:
Business Type Activities net position decreased by 1.1 million.

The water and wastewater utility saw increases in revenue for 2013 at $174,547 and $2,243 respectively.
The electric utility had a revenue decrease over fiscal year 2012 of ($4,688,159). The electric utility tracker
was not maximized in 2013 causing a loss in cash flow. The electric utility has not had a rate increase for
over twenty years which slowly eroded the cash flow. In 2013 the electric and the water utility both
implemented rate increases.

The expenses of the Business Type activities increased $2.3 million from 2012. Most of this was due to the
increased cost of electric purchased power.

Fund Financial Statement Analysis

As noted earlier, the City of Mishawaka uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All the funds of the City of Mishawaka can be divided into three
categories: government funds, proprietary funds, and fiduciary funds.

Governmental Funds:

The focus of the City of Mishawaka’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City of
Mishawaka’s financing requirements. In particular, unreserved fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Mishawaka’s governmental funds reported combined
ending fund balances of $55,687,196 a decrease of $10,778,521 after restatement from the prior year.

The General fund had a decrease in fund balance of $3.3 million, and the NWTIF had a decrease of $1.4
million. Due to Circuit Breaker losses, prudent and conservative spending continues to be the main reason
the General Fund cash balance stays in the black. Ongoing projects have an effect on the NW TIF balance.
The NW TIF is a Capital Improvements fund so when projects are in progress the fund balance will
decrease.

Several funds had lower fund balances at 2013 year end. Motor Vehicle Fund went from $2.8 million to
$1.5 million due to an increase in expenses and loss of revenue. Major Moves fund had a decrease of $1.3
from 2012. As a construction fund these monies will continue to decrease as projects are completed. A loss
of property tax revenue (Circuit Breaker) had an effect on the fund balances as a whole. The 2013 final tax
settlement was a net 84.6% collection rate with a shortage of $3.3 million. Overall the City of Mishawaka
has very prudent spending philosophies and will continue this in the future. Individual fund data for each of
the nen-major governmental funds is provided in the form of the combining statements in the Supplemental
Information portion.

The general fund is also the chief operating fund of the City of Mishawaka. As of December 31, 2013, the
unassigned balance was $4,540,640, and the total balance in the general fund was $4,557,504, a decrease of
$3.4 million from 2012. Each year the City of Mishawaka works hard at staying within our budget and
being prudent spenders. Much of the decrease was due to Circuit Breaker losses and increased health
insurance premiums.

As a measure of the general fund’s liquidity, it may be useful to compare both unassigned fund balance and

total fund balance to total fund expenditures. Unassigned fund balance represents 13.3% of the total general
fund expenditures as does the total fund balance of the same amount as they are almost identical.
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Individual fund data for each non-major governmental fund is provided in the combining statements in the
Supplemental Information section of this report.

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

Two of the three utilities of the City of Mishawaka saw an increase in their net position for 2013.
However, total net position for the City of Mishawaka proprietary funds decreased by $1.1 million. Of this,
net investment of capital assets increased by $6.1 million, restricted for debt service increased $1.0 million,
and unrestricted net position decreased $8.2 million. Overall cash and cash equivalents decreased by $9.2
million and total capital assets increased $7.1 million. The total liabilities for the proprietary funds had an
increase from 2012 of $1.1 million,

The basic proprietary fund financial statements are found later in this report.
The internal service fund unrestricted net position was $93,675.

Fiduciary Funds:
The City of Mishawaka’s fiduciary funds are used to account for resources held for the benefit of parties
outside the government. The basic fiduciary funds financial statements can be found later in this report.

General Fund Budgetary Highlights

The City of Mishawaka adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this budget.
The final budget was greater than the original budget by $2,622,158. An amended original budget can be
explained by an encumbrance rollover, a current year budget increase or a reduction in budget by the state.
In 2013 the submitted budget to the state was increased with encumbrances from 2012 by $214,718. In
addition, additional appropriations in the amount of $837,000 were added to the following: $398,000 for
health insurance premiums due to higher than expected health insurance costs, $235,000 for legal claims
due to an ongoing lawsuit that has since been dismissed, $135,000 for fire department overtime, $61,000
for consulting to hire a broker to manage a health insurance RFP, and $8,000 for personal services for a
part time employee in the Clerk’s office. The general fund budget is reviewed throughout the year and
amended from time to time with the approval of the City Council. The City of Mishawaka tries to maintain
its original budget by transferring funds from one account line to another. If this does not cover expenses
then the City of Mishawaka appropriates from its fund balance. At the end of the fiscal year the actual
expenditures are projected and the following financial information is condensed from the required
supplementary information and the budget comparison schedules.

The actual revenues in 2013 were $1,459,832 under budget and expenditures were $752,274 under the final
budget amount.

Only one revenue category was under budget in 2013. The property tax revenue did not come in as
expected by $4,269,313.7. Tax collection due to Circuit Breaker was 84.4%. In 2012 it was 90.8%. As
assessed value for the City goes down, Circuit Breaker losses increase. In 2013 County Option Income Tax
came in higher by $594,936 than the budget.

In 2013 expenditures under budget can be explained by frugal spending on the City’s part. The City of
Mishawaka continues to do more with less. Not filling all positions budgeted, quoting on all purchases over
$500.00 and keeping summer help wages at a minimum are just a few of the processes that the City uses to
save taxpayer money.
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Capital Assets and Long Term Debt Liability
Capital Assets
The City of Mishawaka’s investment in capital assets for its governmental and business type activities at
December 31, 2013 amounts to $370,185,769 (net of accumulated depreciation), which represents a net
increase (additions less retirements and depreciation) of $22.5 million. This investment in capital assets
includes land, construction in progress, buildings, improvements, equipment, vehicles and roads. A detailed
note of these capital assets can be found in the Notes to the Financial Statements (Note III C).

City of Mishawaka’s Capital Assets

(Net of depreciation)
Governmental Business Type
Activities Activities Total
2013 2012 2013 2012 2013 2012

Land $13,389,180 $13,358,580 $1,519,446 $1,513,541  $14,908,626  $14,872,121
Construction in progress 26,701,994 21,547,605 9,138,124 16,692,068 35,840,118 38,239,673
Buildings 17,591,820 18,044,224 37,530,954 37,129,531 55,122,774 55,173,755
Improvements other

than buildings 16,397,083 13,040,620 125,421,150 111,926,448 141,818,233 124,967,068
Machinery and equipment 7,182,729 8,653,948 18,234,480 17,652,544 25,417,209 26,306,492
Transportation equipment 655,384 498,024 655,384 498,024
Infrastructure being depreciated 96.423.425 87.634.858 0 0 96,423,425  87.634.858

Total $177.686.231  $162279.835 $192.499.538 $185.412.156 $370,185.769 $347.691.991

Change in Capital Assets
Governmental Business Type
Activities Activities Total

Beginning Balance $162,279,835 $185,412,156 $347,691,991
Additions 31,964,116 31,231,824 63,195,940
Retirements:

CIP 8,809,983 16,864,982 25,674,965

Other 329,488 506,262 835,750
Depreciation 7,735,939 7,040,501 14,776,440
Retirements 317.690 267.303 584,993
Ending Balance $177.686.231 $192.499.538 $370.185.769

Major capital asset projects completed and added during the current fiscal year include the following:

Hospice Site Infrastructure — $1.6 million, 2013 completion

North Main Improvement PH VI — $5.9 million, 2013 completion
Main St White Topping — $1.2 million, 2013 completion

2013 Summer Street, Sidewalk and Curb Program — $859,000
First and Hill St Improvements — $1.6 million, 2013 completion
Church and Union Improvements — $7.7 million, 2014 completion
West St. Area Sewer — $2.1 million, 2014 completion

Fir and Capital Connector — $3.5 million, 2014 completion
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Debt Outstanding

At December 31, 2013, the City had a number of debt issues outstanding. These issues included $2,815,000
of general obligation bonds, $480,000 of revenue bonds payable from governmental funds, and
$57,240,612 of revenue bonds payable from enterprise funds. Under the Indiana Constitution and state
statute the City of Mishawaka’s general obligation bonded debt issuances are subject to a legal limitation
based upon 2% of assessed value of real and personal property.

The City’s bonded debt increased by $5,389,611 from the prior year.

Outstanding Bonded Debt at Year-end

2013 2012

Governmental:
General Obligation $ 2,815,000 $ 4,315,000
Tax Increment 480,000 2,420,000
Sub-total $ 3,295,000 $ 6,735,000

Business Type:
Water Utility $14,670,000 $2,875,000
Wastewater Utility 45,570,612 45,536,001
Sub-total 57.240,612 48,411,001
Total $60,535,612 $55,146,001

Principal payments of $3,440,000 and $3,880,389 (on bonds) were made in the governmental and business
type activities, respectively.

In 2013 Water refunded the State Revolving Loans of 2004. The new AA- rating issued by S&P is an
upgrade over 2010’s A+ rating.

The most recent Sewer Utility Revenue Bond of 2010 was rated A+.

The City’s latest rating for its General Obligation Bonds was in 2012 which was A+. The previous General
Obligation rating was in 2009 which was also an A+,

The City’s latest rating for its TIF Area revenue bonds was an A in 2010 upgraded from a BBB+ in 2007.

A detailed listing of the City’s debt can be found in the Notes to the Basic Financial Statements (Note III
H). A calculation of the City’s legal debt limitation can be found in the statistical section of this report.

Economic Factors and next year’s budgets and rates

The City of Mishawaka is located in the north central part of the State of Indiana. The City of Mishawaka is
approximately 140 miles north of Indianapolis and 100 miles east of Chicago. 2013 looks to be the
beginning of slow but stable growth. The City of Mishawaka’s building permit total dollar amount was
$53.04 million in 2013, an increase of $1.8 million or 3.5%. New housing starts increased by 11 in 2013.
All of the 11 new housing starts were privately funded compared to 12 in 2010 and 2011 combined. The
saturated market and current lack of population growth continue to be a large influence on residential
construction. Mishawaka is continuing to grow at a slow and orderly fashion. The City of Mishawaka
tends to be an affordable place to live as the median home cost, obtained by City Data.com, is $91,563.00.
The City of Mishawka had no new annexations for 2013 but intends to annex 45 acres of property in 2014,
The City of Mishawaka is benefiting from its long-term strategic planning, and over the next few years, we
anticipate that the City of Mishawaka will continue to see the transformation of retail centers as well as

15




scattered new construction. In 2014 the City anticipates having discussions with the St. Joseph County
Chamber of Commerce, the regional economic development entity CPEG, and other Cities, including
South Bend, on how best to pursue regional economic development. The City of Mishawaka’s 2000 census
number was 46,557 the 2010 census number was 48,252 a 3.6% increase in the last ten years.
Unemployment in St Joseph County Indiana decreased from 9.7% (benchmark for 2012) to 8.8%
(benchmark for 2013). Labor force for St. Joseph County decreased in 2013 to 124,349 (2013 benchmark)
compared to 124,968 (2012 benchmark).

In 2005 the State of Indiana enacted a phase in of a Circuit Breaker. The Circuit Breaker legislation
(amended in 2008) had its greatest reduction of all residential property tax in 2010 (1%). Fee structure is
always an area to revisit for additional funding for a municipality. As a City, in 2014 we will still have to
keep our spending at a minimum, the City’s health insurance program will be adjusted, and costs of
services will be analyzed to best prepare the City for any future legislative changes in the property tax laws.
In 2013 the City of Mishawaka submitted another balanced budget. The City of Mishawaka has had to
make difficult decisions to be able to provide the best services to its citizens at the best cost possible. In
2013 we received a 98.4% distribution of our property tax. Due to the property tax caps (Circuit Breaker)
the City was left short $3.39 million in funds, but with cautious spending and fiscal management we can
make it through uncertain times.

The adopted FY2014 Civil City Budget is $53,144,344 which is 1.59% higher than in FY2013. The
General Fund budget for FY2014 is $32,794,422 which is 4.6% higher than FY2013.

The City of Mishawaka opted out of the Indiana Utility Regulatory Commission for our electric rates in
2013. In 2013 the City moved forward with a water and electric utility rate increases.

City Highlights:

e In 2013 the Community Development Department again partnered with Habitat for Humanity to
build six new homes in Mishawaka.

e The Redevelopment Department’s First Time Homebuyer Program continues to be a success in
2013. The Redevelopment department built four new homes using this program in 2013. Since
2004 the Redevelopment Department has built 36 new homes through this program.

e In 2006, the City of Mishawaka began a partnership with River Valley Church and Vineyard
Community Church to create the program known as Summer of Service. In 2013, the City again
joined efforts with local faith-based organizations to complete service and repair projects on
three homes in Mishawaka.

e For the last seven years the City of Mishawaka Code Enforcement Department has highlighted
100 structures that they feel need attention and in 2013 65% of those highlighted were brought
into code compliance.

e The Code Enforcement Department continues to assist the department of Community
Development in providing locations of vacant properties. Through the Neighborhood
Stabilization Program many blighted properties have been purchased, demolished and replaced
with new single family homes. .

e  The City of Mishawaka milled and resurfaced 42,215 linear feet of street in 2013.

In 2013 the City continues to provide funding for the Park Improvement plan. The City has 31
parks that will need updating over the next several years.

e In 2012 the City purchased a 144 thousand square foot building to house our Central Services
Department. The building is situated on 11.5 acres of property. The City continues in 2013 and
2014 to renovate this building with an estimated move in date fall of 2014.

16




Requests for information

This financial report is designed to provide a general overview of the City of Mishawaka’s finances and to
demonstrate the City’s accountability to its taxpayers, creditors and for all those with an interest. Questions
concerning any of the information provided in this report or requests for additional financial information
should be addressed to the Office of the Controller, 600 E. 3" Street, Mishawaka, IN 46544 or by email at
controller@mishawaka.in.gov.
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CITY OF MISHAWAKA
STATEMENT OF NET POSITION
December 31, 2013

Primary Govemment

Governmental ~ Business-Type Component
Assets Activities Activities Totals Unit
Cash and cash equivalents $ 44116312 § 5502172 § 49618484 § 1,968,970
Receivables (net of allowances for uncollectibles):
Interest 45,430 3,292 48,722 -
Taxes 1,928,710 - 1,928,710 -
Accounts 786,442 4,703,506 5,489,948 -
Other - 236,780 236,780 -
Intergovernmental 621,554 - 621,554 -
Loans 5,336,276 - 5,336,276 4,243,659
inventories - 3,294,642 3,294,642 -
Prepaid expense 501,390 379,897 881,287 -
Restricted assets:
Cash and cash equivaients 1,154,236 31,842,877 32,997,113 -
Taxes receivable 67,263 - 67,263 -
Assets held for resale 6,943,837 - 6,943,837 -
Capital assets:
Land and construction in progress 40,091,174 10,657,570 50,748,744 -
Other capital assets, net of depreciation 137,595,057 181,841,968 319,437,025 -
Net pension asset - 340,298 340,298 -
Total assets 239,187,681 238,803,002 477,990,683 6,212,629
Deferred outflows of resources:
Deferred amount on refunding - 277,803 277,803 -
Deferred charges - 1,716,224 1,716,224 -
Total deferred outflows of resources - 1,994,027 1,994,027 -
Liabilities
Accounts payable 550,975 7,661,656 8,212,631 -
Accrued payroll and withheldings payable 612,513 490,123 1,102,636 -
Contracts payable 1,367,742 - 1,367,742 -
Short-term loans payable 244,835 - 244,835 -
Taxes payable - 250,492 250,492 -
Accrued interest payable 34,196 1,024,248 1,058,444 -
Payable from restricted assets:
Customer deposits - 2,962,071 2,962,071 -
Accounts payable 500 - 500 -
Contracts payable - 2,205,606 2,205,606 -
Interest payable 43,341 - 43,341 -
Noncurrent liabilities:
Due within one year:
General obligation bonds payable 1,268,559 - 1,268,559 -
Revenue bonds payable 223,325 4,850,000 5,073,325 -
TIF bonds payable 315,000 - 315,000 -
Compensated absences 593,278 69,124 662,402 -
Capital lease obligations 266,668 48,580 315,248 -
Notes and loans payable - 1,048,851 1,048,851 -
Due in more than one year:
General obligation bonds payable (net of unamortized discounts) 1,527,256 - 1,527,256 -
Revenue bonds payable (net of unamortized discounts
and deferred amount on refunding) 223,326 52,406,992 52,630,318 -
TIF bonds payable (net of unamortized discounts) 159,853 - 159,853 -
Compensated absences 200,920 209,141 410,061 -
Capital lease obligations 3,333,330 48,660 3,381,990 -
Notes and loans payable - 38,680,698 38,680,698 -
Net other postemployment benefits obligation 16,965,134 B 16,965,134 -
Net pension obligation 16,272,966 - 16,272,966 -
Total fiabilities 44,203,717 111,956,242 156,159,959 -
Net Position
Net invested in capital assets 170,374,606 103,839,134 274,213,740 -
Restricted for:
Debt service 1,221,499 9,658,225 10,879,724 -
Compaonent unit - - - 6,212,629
Unrestricted 23,387,859 15,343,428 38,731,287 -

Total net position

The notes to the financial statements are an integral part of this statement.

$ 194,983 964

$ 128,840,787 §$ 323,824.751

$ 6,212,629
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CITY OF MISHAWAKA
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2013

Program Revenues Net (Expense) Revenue and Changes in Net Assets
Operating Capital Primary Govemment
Charges for Grants and Grants and Governmental ~ Business-Type Component
Functions/Programs Expenses Services Contributions _Contributions Activities Activities Totals Unit
Primary government:
Governmental activities:
General government $ 7923349 § 453,798 § - 8 663,178 $ (6,806,373) $ - $ (6,806,373) $ -
Public safety 34,037,887 2,017,747 2,385,781 36,232 (29,698,127) - (29,598,127) -
Highways and streets 5,183,288 1,055,235 - 4,796,706 668,653 - 668,653 -
Sanitation 2,139,429 2,227,489 - - 88,060 - 88,060 -
Community development 2,557,050 672,904 1,060,489 - (823,657) - (823,657) -
Culture and recreation 7,595,105 964,913 134,881 481,833 (6,013,478) - (6,013,478) -
Interest on long-term debt 272,089 - - - (272,089) - (272,089) -
Total governmental activities 59,708,197 7,392,086 3,581,151 5,977,949 (42,757,011) - (42,757,011) -
Business-type activities:
Water 6,739,598 8,651,326 - - - 1,911,728 1,911,728 -
Wastewater 12,700,064 12,969,399 - - - 269,335 269,335 -
Electric 51,292,510 46,561,227 - - - (4,731,283) (4,731,283) -
Total business-type activities 70,732,172 68,181,952 - - - (2,550,220) (2,550,220) -
Total primary government $ 130,440,369 $ 75574038 $ 3,581,151 §__ 5,977,949 (42,757,011) (2,550,220) (45,307,231) -
General revenues:
Property taxes 40,631,587 - 40,631,587 -
Grants and contributions not restricted to specific programs 8,368,776 - 8,368,776 -
Unrestricted investment eamings 88,635 85,227 173,862 1,930
Other 198,281 - 198,281 95,079
Transfers (1,351,199) 1,351,199 - -
Total general revenues and transfers 47,936,080 1,436,426 49,372,506 97,009
Change in net position 5,179,069 (1,113,794) 4,065,275 97,009
Net position - beginning, restated 189,804,895 129,954,681 319,759,476 6,115,620
Net position - ending $ 194,983,964 $ 128,840,787 $ 323,824,751 $ 6,212,629

The notes to the financial statements are an integral part of this statement.
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CITY OF MISHAWAKA
BALANCE SHEET -

GOVERNMENTAL

FUNDS

December 31, 2013

Nonmajor
TIF NW Governmental
Assets General General Funds Totals
Cash and cash equivalents $ 4,393,858 $ 16,915,268 $ 23,867,747 $ 45176,873
Receivables (net of allowances for uncollectibles):
Interest 18,585 22,715 4,130 45,430
Taxes 817,585 835,250 343,138 1,995,973
Accounts 648,204 - 138,238 786,442
Intergovernmental 115,984 - 505,570 621,554
Loans - 4,843,532 492,744 5,336,276
Assets held for resale - 6,943,837 - 6,943,837
Total assets $ 5994216 $ 29,560,602 §$ 25351,567 $ 60,906,385
Liabilities, Deferred Inflows of Resources, and Fund Balances
Liabilities:
Accounts payable $ 106,988 $ 11,741 $ 432,746 § 551,475
Accrued payroll and withholdings payable 512,139 - 100,374 612,513
Contracts payable - 535,062 832,680 1,367,742
Short-term loans payable - - 244,835 244,835
Energy improvement revenue bond - - 446,651 446,651
Total liabilities 619,127 546,803 2,057,286 3,223,216
Deferred inflows of resources - property taxes 817,585 835,250 343,138 1,995,973
Fund balances:
Non-spendable
Long-term loans receivable - 4,252,003 448,882 4,700,885
Assets held for resale - 6,943,837 - 6,943,837
Restricted - - 12,557,217 12,667,217
Committed - - 6,533,427 6,533,427
Assigned 16,864 16,982,709 3,411,617 20,411,190
Unassigned 4,540,640 - - 4,540,640
Total fund balances 4,557,504 28,178,549 22,951,143 55,687,196
Total liabilities, deferred inflows of resources, and fund balances $ 5,994216 $ 29560602 $ 25351567 $ 60,906,385

The notes to the financial statements are an integral part of this statement.
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CITY OF MISHAWAKA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
December 31, 2013

Amounts reported for governmental activities in the statement of net assets are different because:

Total fund balances

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds.

Governmental capital assets 226,513,802
Less accumulated depreciation (48,827,571)

Other long-term assets are not available to pay for current-period expenditures and,
therefore, are deferred in the funds.
Prepaid expenses
internal service funds are used by management to charge the costs of certain services
to individual funds. The assets and liabilities of the internal service funds are included in
governmental activities in the statement of net assets.

L.ong-term liabilities, including bonds payable, are not due and payable in the current period
and, therefore, are not reported in the funds.

General obligation bonds payable (2,815,000)
TIF bonds payable (480,000)
Capital lease payable (3,599,998)
Bond discount 24,332
Compensated absences (200,920)
Net other postemployment benefits obligation (16,965,134)
Net pension obligation (16,272,966)
Short-term liabilities that are not recognized in governmental funds until due
Accrued interest payable (77,537)
Compensated absences (593,278)

Other long-term assets are not available to pay for current-period expenditures and,
therefore, are deferred in the funds.

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.

21-

$ 55,687,196

177,686,231

501,390

93,675

(40,309,686)

(670,815)

1,995,973

$ 194,983,964




CITY OF MISHAWAKA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2013

Nonmajor Total
TIF NW Governmental  Governmental
General General Funds Funds
Revenues:
Taxes $ 16,813,800 $ 18,220,595 $ 5,748,788 §$ 40,783,183
Licenses and permits 418,455 - 74,859 493,314
Intergovernmental 8,368,776 - 9,559,100 17,927,876
Charges for services 1,895,832 - 2,842,009 4,737,841
Fines and forfeits 34,591 - 5,176 39,767
Interest 34,449 44,617 9,569 88,635
Sale and use of property 752 - 267,946 268,698
Gifts and donations - - 105,425 105,425
Other 198,281 1,025,599 721,442 1,945,322
Total revenues 27,764,936 19,290,811 19,334,314 66,390,061
Expenditures:
Current:
General government 6,604,139 - - 6,604,139
Public safety 27,074,455 - 2,109,827 29,184,282
Highways and streets 291,161 - 4,590,706 4,881,867
Sanitation 4,600 - 2,134,829 2,139,429
Culture and recreation - - 3,325,104 3,325,104
Community development 332,760 - 1,700,598 2,033,358
Debt service:
Principal - - 3,706,668 3,706,668
Interest - - 303,184 303,184
Capital outlay:
General government - 25,281 964,318 989,699
Public safety - - 701,123 701,123
Highways and streets - 13,163,494 5,498,864 18,662,358
Culture and recreation - 3,440,118 450,788 3,890,906
Community development - 548,947 - 548,947
Total expenditures 34,307,115 17,177,840 25,486,009 76,970,964
Excess (deficiency) of revenues
over (under) expenditures (6,542,179) 2,112,971 (6,151,695) (10,580,903)
Other financing sources (uses):
Transfers in 3,162,382 946,183 2,024,603 6,133,168
Transfers out - (4,466,734) (1,864,052) (6,330,786)
Total other financing sources and uses 3,162,382 (3,520,551) 160,551 (197,618)
Net change in fund balances (3,379,797) (1,407,580) (5,991,144)  (10,778,521)
Fund balances - beginning 7,937,301 29,586,129 28,942,287 66,465,717
Fund balances - ending $ 4,557,504 § 28,178,549 § 22,951,143 § 55,687,196

The notes to the financial statements are an integral part of this statement,
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CITY OF MISHAWAKA
RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
December 31, 2013

Amounts reported for governmental activities in the Statement of Activities are different because:
Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the Statement of Activities
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlays exceeded depreciation in the current period.

Expenditures for capital assets
Less current year depreciation expense
Loss on disposal of assets

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds.

The issuance of long-term debt (e.g., bonds, leases) provide current financial resources to govern-
mental funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds, Neither transaction, however, has any effect on net position. Also,
governmental funds report the effect of issuance costs, premiums, discounts, and similar items when
debt is first issued, whereas these amounts are deferred and amortized in the Statement of Activities.
This amount is the net effect of these differences in the treatment of long-term debt and related items.

Principal debt payments

Some expenses reported in the statement of activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds.
Amortization of current year bond discount
Accrued interest
Prepaid expenses
Change in compensated absences
Change in net other postemployment benefits obligation
Change in net pension obligation

Internal service funds are used by management to charge the costs of certain activities to
individual funds. The net revenue (expense) of the internal service funds is reported with governmental
activities.

Change in net position of governmental activities (Statement of Activities)

The notes to the financial statements are an integral part of this statement.
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23,179,743
(7,735,939)
(37,408)

3,706,668

(26,863)
57,958
30,052
(84,336)
(3,262,998)
365,839

$ (10,778,521)

15,406,396

(151,596)

3,706,668

(2,920,348)

(83,530)

$

5,179,069




Assets

Current assets:

Unrestricted:
Cash and cash equivalents
Interest receivable
Accounts receivable (net of allowance)
Accounts receivable - other (net of allowance)
Interfund receivables:

Interfund services provided and used

Inventories
Prepaid items

Total unrestricted current assets

Restricted:
Restricted cash and cash equivalents:
Construction
Customer deposits
Revenue bond covenant accounts
Reserve account
Repair account

Total restricted current assets
Total current assets

Noncurrent assets:
Net pension asset

Total noncurrent assets:

Capital assets:
Land and construction in progress
Other capital assets (net of
accumulated depreciation)

Total capital assets
Total noncurrent assets
Total assets

Deferred outflows of resources:
Deferred amount on refunding
Deferred charges

Total deferred outflows of resources

CITY OF MISHAWAKA
STATEMENT OF NET POSITION -
PROPRIETARY FUNDS
December 31, 2013

Business-Type Activities - Enterprise Funds

Water Wastewater Electric Internal
Utility Utility Utility Totals Service Fund
$ 2909601 $ 2225764 $ 366,807 $ 5502172 $ 93,675
- 3,292 - 3,292 -
410,268 776,157 3,517,081 4,703,506 -
81,482 - 155,298 236,780 -
- 500,000 - 500,000 -
220,200 - 3,074,442 3,294,642 -
95,867 141,708 142,322 379,897 -
3,717,418 3,646,921 7,255,950 14,620,289 93,675
- 7,764,107 - 7,764,107 -
482,131 3,110 2,459,150 2,944,391 -
1,445,139 7,459,086 - 8,904,225 -
- - 754,000 754,000 -
1,033,316 10,424,488 18,350 11,476,154 -
2,960,586 25,650,791 3,231,500 31,842,877 -
6,678,004 29,297,712 10,487,450 46,463,166 93,675
85,075 85,075 170,148 340,298 -
85,075 85,075 170,148 340,298 -
693,331 9,656,507 307,732 10,657,570 -
39,762,396 _ 106,880,380 35,199,192 181,841,968 -
40,455,727 116,536,887 35,506,924 192,499,538 -
40,540,802 116,621,962 35,677,072 192,839,836 -
47,218,806 145,919,674 _ 46,164,522 _ 239,303,002 93,675
277,803 - - 277,803 -
251,076 714,278 750,870 1,716,224 -
528,879 714,278 750,870 1,994,027 -

The notes to the financial statements are an integral part of this statement.
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