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UHY
Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

Members of the City Council
City of Albany, New York

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Albany, New York (the “City"), as of and for the year ended December 31, 2007, which
collectively comprise the City’'s basic financial statements, as listed in the accompanying table of
contents. These financial statements are the responsibility of the City’s management. Our responsibility is
to express an opinion on these basic financial statements based on our audit. We did not audit the
financial statements of the Albany Parking Authority, the Albany Water Board or the Albany Industrial
Development Agency, which represent approximately 69 percent and 81 percent, respectively, of the
assets and revenues of the aggregate discretely presented component units. Those financial statements
were audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar
as it relates to the amounts included for those entities, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes 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 estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit and the reports
of other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred
above present fairly, in all material respects, the respective financial position of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Albany, New York as of December 31, 2007, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In 2007, as described in Note 14, the City implemented Governmental Accounting Standards Board
(GASB) Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions.

The accompanying Management’s Discussion and Analysis and required supplementary information, as
listed in the table of contents, are not a required part of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

l[{ly Ler

Albany, New York
September 24, 2008

UHY LLP is an independent member of Urbach Hacker Young International Limited



Management Discussion & Analysis
OVERVIEW

The Management Discussion and Analysis (MD&A) of the City of Albany, New York is an introduction to
the major activities affecting the operation of the City of Albany and an overview and analysis of the
financial statements of the City of Albany for the calendar year that ended December 31, 2007. It also
provides comparative analysis of the City’s overall financial position and results of operations as
compared to those reported in the City’s financial statements for the calendar year ending December 31,
2007.

The information contained in this MD&A should be considered in conjunction with the information
contained in the government-wide financial statements, the governmental funds financial statements, and
footnotes to the governmental funds financial statements.

The City's financial statements are prepared using generally accepted accounting principles and are
presented in a format prescribed by the Government Accounting Standards Board's (GASB) Statement
No. 34 “State and Local Government Financial Statements and MD&A” and other related statements.

FINANCIAL STATEMENTS

In accordance with required reporting standards, the City's financial statements include 1) government-
wide financial statements and 2) governmental funds financial statements.

Government-Wide Financial Statements
Statement of Net Assets
Statement of Activities

The Statement of Net Assets includes Assets and Liabilities of the City as a whole, with the difference
between Assets and Liabilities reported as Net Assets. The Statement of Activities presents financial
information as to how the City’'s Net Assets changed during the fiscal year, with all changes being
reported as the underlying event occurs, regardless of the timing of cash flows. Over time, increases or
decreases in the City’'s Net Assets position are one indicator of whether its financial position is
deteriorating or strengthening. However, in contrast to commercial enterprises, the City has no goal of
accumulating net assets. Increases in net assets may also create recurring expenses for staffing,
maintenance, repair, and litigation, which may not be immediately recognizable. Moreover, an asset may
or may not prove useful in achieving the purpose for which it was acquired. The Statement of Net Assets
and the Statement of Activities delineate between the primary government (the City of Albany, plus the
Albany Community Development Agency) and the City’s component units’. Component units are legally
separate from the City, but because the City has some financial accountability for them, they are reported
in the City's financial statements. Both statements utilize the accrual basis of accounting, the same
accounting method used by most private-sector organizations.

Governmental Funds Financial Statements
Balance Sheet
Statement of Revenues, Expenditures and Changes in Fund Balances

The Governmental Funds Financial Statements consist of a Balance Sheet and Statement of Revenue,
Expenditures and Changes in Fund Balances. The Balance Sheet includes short-term assets such as
cash, and short-term liabilities such as accounts payable, but neither long-term liabilities such as bonds
payable, nor capital assets, such as land and buildings. The Statement of Revenues, Expenditures and
Changes in Fund Balances reports only those revenues and expenditures that were collected in cash or
paid with cash during the current period or shortly after the end of the year. The Fund Financial
Statements provide financial information about the most significant funds of the City. Governmental

1 The component units consist of the Albany Water Board and Municipal Water Finance Authority, the Albany Parking Authority, the Albany Industrial Development Agency, the
Albany Port Commission, Albany Local Development Corporation and the three Business Improvement Districts. Independent accounting firms separately audit these entities.
Financial information from these entities has been reported the City's financial statements. The fiduciary funds consist of an antiquated police and firefighter pension fund prior
to participation in the NYS Retirement System, the City Trust and the payroll accounts. Copies of the complete financial reports for the component units can be obtained by
contacting the Comptroller's office of the City of Albany.
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Funds focus on near-term inflows and outflows, and resources still available at the end of the fiscal year.
This measurement focus is known as the modified accrual basis of accounting.

Reconciliation of Government-wide Financial Statements with Governmental Funds Financial
Statements.

Many financial transactions are treated differently on the governmental fund statement and the
government-wide statements. The basic financial statements contain a reconciliation of these items and
a full explanation of these differences is contained in Note 2 of the Notes to Financial Statements.

Reconciliation of Balance Sheet with Statement of Net Assets

Balances and activities accounted for in the balance sheet (governmental funds financial statements) and
those accounted for in the statement of net assets (government-wide financial statements) are
substantially different because the measurement focus differs between the two statements. For example,
long-term liabilities, including bonds payable, vacation and sick time, and pending and estimated
judgments and claims are included in the statement of net assets, but not included in the balance sheet
because they are paid over many years and not with currently available funds.

Net capital assets (fixed assets and infrastructure, minus accumulated depreciation) are reflected in the
statement of net assets, but are not reported on the balance sheet. Other long-term assets, such as
receivables resulting from property transactions, are not reported as assets on the balance sheet but are
reflected in the statement of net assets.

A more complete reconciliation between financial statements is presented in the financial statements.

Reconciliation of Statement of Revenues, Expenditures and Changes in Fund Balances with
Statement of Activities

The revenues, expenditures and fund balance reported in the statement of revenues, expenditures and
changes in fund balances - Governmental Funds differ from those reported on the statement of activities
(government-wide financial statements) in several respects:

= Capital outlays are shown as expenditures on the Statement of Revenues, Expenditures and
Changes in Fund Balances- Governmental Funds. However, only the depreciation expense of capital
assets is reported on the statement of activities.

= Vacation expenses, employee retirement benefits, and judgments and claims are expensed as they
are paid on the Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental Funds. However, the Statement of Activities shows those expenses incurred during the
reporting period. Long-term debt principal paid is reported as an expenditure on the Revenues,
Expenditures and Changes in Fund Balances - Governmental Funds, but is not reported as an
expenditure on the Statement of Activities. Rather, principal paid is reported as a reduction of the
bonds and loans payable liability in the Statement of Net Assets. Long-term debt interest is reported
as an expenditure when the interest is paid on the Revenues, Expenditures and Changes in Fund
Balances — Governmental Funds. Interest expense reported in the statement of activities is the
interest expense incurred during the year, irrespective of when the interest is paid.

OVERVIEW OF THE CITY'S FINANCIAL POSITION
City of Albany Highlights

For the City of Albany, 2007 was a better than expected year. While the 2007 City budget planned for a
reduction in fund balance (loss) of $3.35 million, the actual reduction (loss) totaled only about $0.6 million.
Better than expected interest earning and revenues the mortgage recording tax offset lower than
budgeted property tax revenue. Increased spending on salaries and overtime were partially offset
because a portion of retroactive expenses from expired collective bargaining contracts were budgeted
and paid in 2007, but charged to 2006. Additionally lower than budgeted expense for debt service helped
improve results.
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Government-Wide Financial Statements
Statement of Net Assets

Primary government total assets exceeded total liabilities by $35.9 million -- a decrease of $17.7 million
from 2006.

Total assets ($251.4 million) increased from 2006 by almost $2.8 million. Mortgage loans receivable
increased by $1.1 million, reflecting program activity from the Community Development Agency.

Total Liabilities ($215.5 million) increased by nearly $20.5 million. This relatively large increase in
liabilities reflects the addition to the 2006 statement of accrued post employment benefit obligation
(pursuant to GASB 45). The City of Albany’s large liability ($310 million) is driven by the costly health care
plan guaranteed by contract to public safety employees and which has traditionally been extended to
retirees.

Of the assets, $75.8 million is invested in capital assets, net of related debt, and $2.6 million is restricted
for debt service, leaving a deficit balance in unrestricted net assets of $42.5 million -- an increase to the
deficit from 2006 of $32.9 million (also primarily the result of implementing GASB 45).

Total capital assets including property and equipment after depreciation are valued at $164.4 million,
which is an increase of $0.8 million. The additions to capital assets include $5.2 million in streets and
sidewalk reconstruction, $1.4 million in improvements and capital repairs to recreational facilities, and
$5.4 million in equipment and expenses related to landfill operation and expansion. Of the approximately
$15.6 million of assets not subject to depreciation, approximately $4.3 million is land, and $11.3 million is
construction in progress, particularly state and federally funded transportation projects. A more detailed
description of capital assets is found in Footnote 7.

Component Units total assets exceeded total liabilities by $6 million — an increase of $2.3 million from
2006.

Total assets ($133 million) declined by $1.8 million. Net capital assets declined by $4.4 million, which is
mostly the result of depreciation by the Water Board/Authority.

Total liabilities ($127 million) decreased by $4.1 million as a result of reduction in bond and loans payable
($1.9) and due to primary government ($2.5 million). Unrestricted net assets total approximately $23.9
million, which is an increase from 2006 of $5.1 million. Water Board/Authority due to primary government
($9.6 million) declined by $2.5 million.

|
Governmental Activities - Primary Government
Net Assets at December 31, 2007
(in Millions)

Increase/

2007 2006 (Decrease)
Total assets $251.43 $248.63 $ 2.80
Total liabilities 215.48 194.99 20.49
Excess of assets over liabilities 35.95 53.64 (17.69)
Invested in capital assets, net of related debt 75.77 61.68 14.10
Restricted for debt service and program activities 2.64 1.53 1.11
Unrestricted net assets (42.47) (9.57) (32.89)
Total Net Assets $ 35.95 $ 53.64 $(17.69)
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Governmental Activities - Component Units
Net Assets at December 31, 2007

(in Millions)

Increase/

2007 2006 (Decrease)
Total assets $132.99 $134.76 $(1.78)
Total liabilities 126.99 131.08 (4.09)
Excess of assets over liabilities 6.00 3.68 231
Invested in capital assets, net of related debt (23.58) (20.61) (2.97)
Restricted for debt service and program activities 5.72 5.54 0.18
Unrestricted net assets 23.85 18.76 5.09
Total Net Assets $ 6.00 $ 368 $ 231

Statement of Activities

The Statement of Activities: The Statement of Activities describes the cost of the major governmental
functions and compares the costs of these functions with revenue attributable to these activities.

Public Safety accounts for 43 percent of expenses, while General Government and Community Services
account for 15 percent and 12 percent respectively. Post Employment Benefits, which consists of retiree
health care costs as well as the accrued liability for health care costs for active employees upon
retirement has been added to the government-wide financial statements for the first time in 2007. It
accounts for 16 percent of expenses. However, a disproportionate share of this expense is attributable to
public safety employees and retirees.

This statement further delineates the major sources of revenue, which in the case of the City consists of
Property Taxes, Sales Tax, Landfill Revenue, Grants (including State Aid), and Payments in Lieu of
Taxes (PILOTS).

Expenses increased from 2006 by $25.1 million.

0 Post Employment Benefit Expense increased by $21 million, because the City's financial
statements for the first time reflect the unfunded liability of active employees’ post employment
health care costs, as required by GASB 45. A disproportionate share of this expense is
attributable to public safety employees and retirees.

O Public safety expenses increased from 2006 by $4.4 million, reflecting the budgeted increase in
cost of salaries and unbudgeted increases in overtime, and health benefits. Public Safety
expenses of $82 million are offset by $8 million in charges for services and $1.6 million in grant
funds for urban security, truancy, and motor vehicle theft prevention programs.
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Governmental Activities - Expenses

(in Millions)

Increase/ % of
Governmental Functions 2007 2006 (Decrease) Change
Public Safety and Regulation $ 81.97 $ 77.62 $ 4.35 6%
General Government 28.62 31.78 (3.16) -10%
Highway and Streets 9.13 8.40 0.73 9%
Recreation and Culture 6.94 7.81 (0.88) -11%
Community Service 23.20 20.79 2.41 12%
Economic Development and Assistance 3.49 3.56 (0.07) -2%
Employee Benefits 30.36 9.29 21.07 227%
Interest on Long-Term Debt 5.70 5.09 0.61 12%
Total $189.40 $164.34 $25.07 15%

2007

Functional Expenses — Primary Government

Post
Employment
Benefit Expense
16%

Interest on
Long-Term Debt
3%
Public Safety and
Regulation
43%

Economic
Development and
Assistance

2%

Community Service
12%

Recreation and Culture
4%

Highway and Streets General Government

0 Community Service expenses of $23.2 million increased by $2.4 million and are offset by $6.9
million in grants related to the community development agency youth and workforce development
agency and $12 million in charges for services, the largest part of which is revenue generated
from other localities who use the city-owned regional landfill.

Employee benefits largely reflect retiree health care costs and the implementation of GASB 45 in 2007.
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Revenues

Total general revenues ($133.5) increased by $4.1 million. Grants and entitlements not restricted to
specific programs ($9.3 million) increased by nearly $2.5 million and Intergovernmental revenue not
program-restricted ($15.7 million) increased by $1.1 million, which reflects some increase in state aid.

Property tax revenue decreased by $0.7 million, which was caused by assessment challenges the year
prior to implementing reassessment. Parking fines and grant-related public safety revenue decreased by
$1.2 million and General Government decreased by $0.9 million. Revenues from Highway and Streets
transportation related funds increased by $1.5 million and Community Service by $0.5 million.

Governmental Activities - General Revenues

(in Millions)
Increase/ % of

Revenues 2007 2006 (Decrease) Change
Property tax $ 47.75 $ 48.44 $(0.70) -1%
Sales tax 29.56 29.24 0.32 1%
Other tax 3.53 3.54 (0.01) 0%
Payments in lieu of taxes 25.42 25.10 0.32 1%
Grants and entitlement not restricted to

specific programs 9.32 6.80 2.52 37%
Intergovernmental revenue not program

restricted 15.69 14.57 1.13 8%
Gain (loss) on sale of capital assets 0.15 0.01 0.14 1341%
Other 0.38 - 0.38 0%
Unrestricted investment earnings 1.73 1.74 (0.01) -1%
Total General Revenues $133.53 $129.43 $ 4.09 3%

. ___________________________________________________________________________________________________________________________________________|
The following chart indicates the relative percentages of general revenues:

Governmental Activities — General Revenues
(in $ Millions)

Gain (loss) on
sale of capital assets

0%
Intergovernmental revenue not

program-restricted
12%

Unrestricted
investment
earnings
1%
Property tax
36%

Grants and entitlement not
restricted to specific programs
7%

Payments in lieu of taxes
19%

Otheor tax Sales tax
3% 22%
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Governmental Activities - Revenues

(in Millions)
Increase/ % of
Governmental Functions 2007 2006 (Decrease) Change
Public Safety and Regulation $ 964 $ 10.87 $(1.23) -11%
General Government 2.95 3.84 (0.89) -23%
Highway and Streets 4,74 3.29 1.45 44%
Recreation and Culture 1.97 1.82 0.15 8%
Community Service 18.89 18.40 0.49 3%
Economic Development and Assistance - - - 0%
Total $ 38.19 $ 38.21 $(0.02) 0%

Functional Revenues — Statement of Activities

Economic Development and Public Safety and Regulation
Assistance 25%
0%

Community Service
50%
General Government

8%

Highway and Streets
12%

Recreation and Culture
5%

The overall expenses of the Component Units totaled $42.1 million - a decrease from 2006 of $0.4
million, which is the result of reduced spending ($1.3) by the Water Board/Water Authority. The Water
Board/Water Authority accounts for 68 percent of the overall spending among component units. Reduced
spending on capital, unfilled vacancies, and lower than anticipated charges from the County Sewer
District caused this decrease. The following is a summary of the relative expenses of the component
units, which excludes the Albany Community Development Agency, because it is a blended component
unit and is therefore included with the Primary Government in the Statement of Activities.
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The following table indicates the relative value of expenses (including depreciation) for the component
units:

Component Units - Expenses

(in Millions)
Increase / % of
Component Units 2007 2006 (Decrease) Change
Water Board / Water Authority $27.68 $28.97 ($1.29) -4%
Albany Parking Authority 5.75 5.55 0.20 4%
Albany IDA 0.71 0.51 0.20 39%
Albany Port District Commission 4.53 4.22 0.30 7%
Albany Local Development Corporation 1.48 1.30 0.18 14%
Other Component Units (BIDS) 1.93 1.96 (0.03) -2%
Total $42.08 $42.51 ($0.43) -1%

The following chart indicates the relative percentage of expenses (including depreciation) for the
Component Units:

Component Units -
2007 Expenses

Albany Local Development
Corportation
4%

Other Component Units (BIDS)
Albany Port District Commission 4%
11%

Water Board / Water Authority

Albany IDA 65%

2%

Albany Parking Authority
13%

Governmental Funds Financial Statements

Balance Sheet

Assets increased by $1.5 million and liabilities increased by $2.1 million.

Assets increased by nearly $1.5 million with the largest increase ($1.2) from cash and cash equivalents.
Restricted Cash increased by $0.7 million. Due from other funds decreased by $0.8 million. Due from

other governments increased by $1.1 million.

Liabilities increased by $2.1 million. The biggest increase is in accounts payable and accrued expenses,
which increased by $1.7 million (11%).
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The City’s fund balance at year-end totaled $22.6 million, of which $2.5 million is reserved for debt
service and almost $0.9 million for landfill post closure expenses. Total fund balance ($22.6) decreased
by $0.6 million (3%) over the previous year. Undesignated fund balance ($19.2) decreased by almost
$2.4 million (11%) and is 12.5% of expenses.

. _______________________________________________________________________________________________________________|
CITY OF ALBANY, NEW YORK

COMBINED STATEMENT OF REVENUES, EXPENDITURES, MODIFIED BUDGET AND ACTUAL -
GENERAL AND SPECIAL REVENUE FUNDS

(in Millions)
Governmental Fund Types Special Revenue Funds*
Actual Actual
Over Over
(Under) (Under)
Original  Modified Original Original  Modified Original
Budget Budget Actual Budget Budget Budget  Actual Budget
REVENUES
Real property taxes $48.70 $48.70  $47.75 ($0.95) $0.00 $0.00  $0.00 $0.00
Sales and use taxes 29.71 29.71 29.56 (0.15) 0.00 0.00 0.00 0.00
Other taxes 3.61 3.61 3.53 (0.08) 0.00 0.00 0.00 0.00
Payments in lieu of taxes 25.13 25.13 25.42 0.29 0.00 0.00 0.00 0.00
Intergovernmental revenue 16.51 19.02 20.86 4.35 3.26 3.38 3.24 (0.01)
Charges for services 13.38 13.38 12.56 (0.82) 0.00 0.00 0.00 0.00
Fines, interest and penalties 4.30 4.72 4.76 0.47 0.00 0.00 0.00 0.00
Use of money and properties 0.90 0.90 1.91 1.01 0.00 0.00 0.00 0.00
Licenses and permits 1.25 1.25 1.68 0.43 0.00 0.00 0.00 0.00
Other revenues 3.71 3.71 3.86 0.15 0.00 0.00 0.00 0.00
Total revenues 147.20 150.13  151.89 4.69 3.26 3.38 3.24 (0.01)
EXPENDITURES
Public safety and regulation 71.84 76.38 78.06 6.22 0.00 0.00 0.00 0.00
General government 26.60 24.50 22.11 (4.50) 0.00 0.00 0.00 0.00
Highways and streets 6.31 7.35 7.35 1.04 0.00 0.00 0.00 0.00
Recreation and culture 6.70 6.76 6.25 (0.46) 0.00 0.00 0.00 0.00
Community service 8.11 10.07 9.32 1.20 0.00 0.00 0.00 0.00
Employee benefits 13.83 13.31 13.31 (0.52) 0.00 0.00 0.00 0.00
Economic development and assistance 0.00 0.04 0.04 0.04 3.06 3.50 3.06 (0.44)
Debt service 17.16 16.81 16.80 (0.35) 0.00 0.00 0.00 0.00
Total expenditures 150.56 155.22  153.23 2.68 3.06 3.50 3.06 (0.44)

Excess (deficiency) of revenues and
appropriated fund balance over

expenditures (3.36) (5.09) (1.34) 2.02 0.19 (0.12) 0.18 0.43
OTHER FINANCING SOURCES (USES)
Appropriated from fund balance 3.35 3.35 0.00 (3.35) 0.00 0.00 0.00 0.00
Allocated from debt service 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Proceeds from bonds 0.00 0.07 0.38 0.38 0.00 0.00 0.00 0.00
Transfers 0.00 0.00 0.24 0.24 0.00 0.00 0.00 0.00
Proceeds from sale of property 0.01 0.01 0.11 0.10 0.00 0.00 0.00 0.00
Total other financing sources (uses) 3.36 3.43 0.73 (2.63) 0.00 0.00 0.00 0.00

Excess (deficiency) of revenues,
appropriated fund balance and
other financing sources over
expenditures and other financing
uses $0.00 ($1.66) ($0.61)  ($0.61) $0.19 ($0.12)  $0.18 $0.43

*Includes special grant and miscellaneous special revenue funds only.
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Combined Statement of Revenue and Expenditures -- Budget to Actual

General Fund revenues (excluding other financing sources) totaled $151.9 million, which was $1.4 million
less than 2006, but almost $4.7 million more than originally budgeted. General fund expenses total
$153.2 million, which was almost $8.6 million more than 2006 and almost $2.7 million more than
budgeted. Fund balance was reduced by almost $0.6 million. However, this was significantly less than
the budgeted reduction to fund balance of almost $3.6 million.

At year-end, general fund balance totals $22.6 million, which is 14.8 percent of expenditures.

The City's budget, which is effective on January 1%, is proposed by the Mayor prior to October 1% and is
enacted by the Common Council by November 30th. This is the Original Budget. Changes to the budget
throughout the year are made by the Board of Estimate and Apportionment, composed of the Mayor, the

Comptroller, the President of the Common Council, and two designees of the Mayorz. This is the
Modified Budget. Actual reflects the operational results, including any audit adjustments.

Revenues
General Fund revenues of $151.9 million were approximately $4.7 million more than budget, but $1.6
million less than 2006. The most significant variances in revenue include the following:

Real property taxes were under budget by almost $1 million caused by property tax challenges. The
City carried out a reassessment in 2007, which brings the assessments to full value for 2008.

Sales Tax revenue was $0.2 under budget, but $0.2 million more than 2006, which reflects relatively
stable county-wide economic activity.

Intergovernmental Revenue was almost $4.4 million more than budget. State Aid Revenue Sharing and
better than expected as was revenue from the mortgage recording tax.

Charges for Services revenue was $0.8 million less than in 2006. This is the result of reduced landfill
revenue (check landfill revenue numbers).

Fines Interest and Penalties were up by almost $0.5 million. Interest earnings and police court fines
increased. Parking violations revenue decreased.

Other Revenues exceeded budgeted amounts by $1.7 million because of reimbursement from the public
utility (National Grid) related to an old street lighting dispute and reimbursement for work performed for
the community development agency.

2 Effective January 1, 2007 the two mayoral appointees are replaced with the Corporation Council and the City
Treasurer.
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Governmental Funds — General Fund Revenues 2007 to 2006 Variance
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Expenses

Total expenditures of $153.2 million were $2.7 million more than budget and $8.6 million more than 2006.

Public Safety spending ($78.1) increased by $5.4 million and was $6.2 million more than budget. The
arbitration agreement for police officers caused most of the increase relative to 2006. This increase was
budgeted through the contingency account, which caused a large variance in this category relative to
budget.

e Public Safety Overtime exceeded budgeted amounts by $1.9 million. Police regular overtime
totaled $3.7 million on a budget of $2.8 million. Reimbursable overtime totaled $1.3 million on a
budget of $600,000 and Fire Department overtime totaled approximately $0.6 million on a budget
of $0.4 million.

General Government spending ($22.1) was $4.5 million less than budget $1 million more than 2006. The
original budget planned for retroactive Police contract expense in the contingency account, which is under
General Government but the expense was actually recorded under Police.

Highway and streets spending ($7.4 million) was $1 million more than budgeted and $0.7 million more
than 2006. The increase is the result of additional paving as well as increased fuel costs associated with
street maintenance.

Recreation and Culture spending ($6.3) was $0.5 million less than budget, but virtually the same
as 2006.

Undistributed Employee Benefits expense was $1.1 million under budget and not significantly higher
than 2006.
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Debt Service payments ($16.8 million) were $1.3 million more than 2006 which is the result of interest
and principal payments from the 2006 bonds and capital leases.

Governmental Funds — General Fund Expenditures 2007 to 2006 Variance

2007
Over/(Under)

Expenditures 2007 2006 2006
Public safety and regulation $ 78.06 $ 72.66 $5.40
General government 22.11 21.10 1.01
Highways and streets 7.35 6.66 0.69
Recreation and culture 6.25 6.28 (0.03)
Community service 9.32 9.40 (0.08)
Employee benefits 0.04 0.05 (0.01)
Economic development and assistance 13.31 13.07 0.24
Principal 11.73 10.20 1.54
Interest 5.07 5.25 (0.19)
Total expenditures $153.23 $144.68 $8.55

General Government — General Fund Expenditures 2007 to 2006 Variance
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Debt

The City's long-term debt and short-term debt are described in detail in Notes 12-13.
Long-Term Debt

The City issued no long-term debt during 2007.
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Short-Term Debt

During 2007, the City issued $11,375,000 in Bond Anticipation Notes (BANS) at an interest rate of 4%. In
addition, the City issued $10,000,000 in Revenue Anticipation Notes (RANS) at an interest rate of 4%.

Capital Leases
The City entered into no new capital lease agreements in 2007.
Debt Ceiling

Of the outstanding indebtedness, approximately $105,422,844 was subject to the statutory debt limit,
using approximately 39.15% of the City's statutory debt limit.

CREDIT RATINGS AND BOND INSURANCE

The City's credit rating was last evaluated in 2006 and reaffirmed by each of the three major rating
agencies: Moody's Investors Services, A3, Fitch Ratings, A, and Standard & Poor's, A. All outstanding
debt is backed by insurance policies from municipal insurance companies except issues secured through
the New York State Environmental Facilities Corporation (EFC). These EFC issues have the following
rating: Moody's Investors Service, Aaa, Standard & Poor's, AAA, and FITCH Ratings, AAA.

CAPITAL ACQUISITION AND CONSTRUCTION ACTIVITIES

During 2007 the City expended $14.5 million on capital projects and acquisitions. This includes Federal
and State funds for transportation infr