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BOLLAM, SHEEDY, TORANI & CO. LLP
Certified Public Accountants
Albany, New York

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Mayor and Members of the City Council
City of Saratoga Springs, New York

We have audited the accompanying financial statements of the governmental activities,
business-type activities, each major fund, and the aggregate remaining fund information of the City
of Saratoga Springs, New York (City), as of and for the year ended December 31, 2006, which
collectively comprise the City’s financial statements as listed in the table of contents. These fi-
nancial statements are the responsibility of the City’s management. Our responsibility is to express
an opinion 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 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 provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Saratoga Springs,
New York, as of December 31, 2006, 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 accordance with Government Auditing Standards, we have also issued our report dated
September 24, 2007, on our consideration of the City of Saratoga Springs, New York’s internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grants. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report
in considering the results of our audit.

The Management’s Discussion on pages 2 through 11 are not a required part of the financial
statements but are supplementary information required by accounting principles generally accepted
in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and express no

opinion on it.
ot S’A_u_la/ Yocaws ¥C ccp

Albany, New York
September 24, 2007

An Independent Member of the RSM McGladrey Network
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Saratoga Springs, New York (City), we offer the readers of the City’s
financial statements this narrative overview and analysis as of December 31, 2006. We encourage
readers to consider the information presented here in conjunction with our basic financial statements,
which can be found on pages 12 through 46 and our supplemental information which can be found on
pages 47 through 50 of this report.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities on December 31, 2006, by $26,512,163 representing
net assets. Of this amount, $15,029,181 represents the City’s investment in capital assets net of
related debt, and $14,484,332 is restricted for future capital improvements, debt service, and
other purposes. The remaining amount, which represents unrestricted net assets, is currently a
deficit of $3,001,350, which the City intends to eliminate as restricted net assets are authorized
for subsequent use.

e At December 31, 2006, the City’s governmental funds reported a combined ending fund balance
of $9,088,111. All of the fund balance was reserved for specific purposes. The combined
unreserved fund balance was a deficit of $6,154,833, which resulted from outstanding
commitments in the Capital Projects Fund.

e At the end of the current fiscal year, the unreserved and unappropriated fund balance of the
General Fund was $165,723.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements are comprised of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-Wide Financial Statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City’s finances in a manner similar to private sector
business.

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

The statement of activities presents information showing how the City’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City 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 include general government support, public
safety, health, highways and streets, economic development, and culture and recreation. The business-
type activities of the City include the Water and Sewer Funds and the City Center Authority.

The government-wide financial statements can be found on pages 12 and 13 of this report.
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Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City, 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 can be divided into three categories: governmental
funds, proprietary funds, and fiduciary 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.

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 government’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 maintains six individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the General Fund, Capital Projects Fund, and Debt Service Fund,
all of which are considered to be major funds. Data from the other three governmental funds, the
Special Grant Fund, Downtown Special Assessment District (SAD), and the West Avenue Special
Assessment District (WASAD) are combined into a single, aggregated presentation. The unreserved
unappropriated fund balance as of December 31, 2006, for the Special Grant Fund was $325,183, for
the SAD was $178,821, and for the WASAD was $42,212. The Special Grant Fund is used for
federally-fund community development projects. SAD intends to use the accumulated fund balance
for parking projects that benefit the district. The WASAD intends to use the accumulated fund
balance to pay debt on outstanding bonds issued to finance improvements in the district. The City
adopts an annual appropriated budget for its General Fund. A budgetary comparison statement has
been provided for the General Fund and Debt Service Fund to demonstrate compliance with this
budget.

The governmental fund financial statements can be found on pages 14 through 19 of this report.

Proprietary funds. The City maintains enterprise funds to report the same functions presented as
business-type activities in the government-wide financial statements. The City uses enterprise funds
to account for its Water and Sewer operations and the City Center Authority.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
Water and Sewer operations and the City Center Authority, all of which are considered to be major
funds of the City.

The proprietary fund financial statements can be found on pages 20 through 22 of this report.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the City. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City-owned programs. The
accounting used for fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements can be found on pages 23 through 24 of this report.
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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. The notes to
the financial statements can be found on pages 25 through 46 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City, assets exceeded liabilities by $26,512,163 at December 31, 2006.

By far, the largest portion, $15,029,181, of the City’s net assets (57%) reflects its investment in capital
assets (i.e., land, buildings, improvements, infrastructure, work in progress, and machinery and equip-
ment) less accumulated depreciation and any related debt used to acquire those assets that is still
outstanding. The City uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the City’s investment in its 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.

An additional portion of the City’s net assets, $14,484,332, represents resources that are subject to
restrictions on how they may be used. The remaining balance of unrestricted net assets is a deficit of
$3,001,350.

CITY OF SARATOGA SPRINGS, NEW YORK

CONDENSED STATEMENTS OF NET ASSETS

Governmental Activities Business-type Activitiese
Activities Activities Activities Activities Total Total
2006 2005 2006 2005 2006 2005
Current and other assets $ 15,958,613 $ 14,162,638 $ 10,540,510 $ 9,991,349 § 26,499,123 $ 24,153,987
Capital assets 36,779,337 34,728,814 3,256,984 1,618,016 40,036,321 36,346,830
Total assets 52,737,950 48,891,452 13,797,494 11,609,365 66,535,444 60,500,817
Long-tem liabilities 27,207,593 20,482,302 1,988,600 - 29,196,193 20,482,302
Other liabilities 8,451,317 6,602,579 2,375,771 2,324,559 10,827,088 8,927,138
Total liabilities 35,658,910 27,084,881 4,364,371 2,324,559 40,023,281 29,409,440
Net assets
Invested in capital assets,
net of related debt 13,988,197 16,501,347 1,040,984 239,416 15,029,181 16,740,763
Restricted 7,323,289 6,256,588 7,161,043 6,838,650 14,484,332 13,095,238
Unrestricted (4,232,446) (951,364) 1,231,096 2,206,740 (3,001,350) 1,255,376
Total net assets $ 17,079,040 $ 21,806,571 $ 9,433,123 $ 9,284,806 $ 26,512,163 $ 31,091,377
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The City experienced a decrease in net assets during 2006 totaling $4,579,214 ($4,191,221 from
operations, primarily to recognize liabilities for additional pension benefits, and $387,993 from prior

period adjustments to correct certain accounts) as shown in the following statement:

CITY OF SARATOGA SPRINGS, NEW YORK

CHANGES IN NET ASSETS
Governmental Activities Business-type Activities Total Total
2006 2005 2006 2005 2006 2005
REVENUES
Program revenues
Charges for services $ 3,886,632 $ 3,857,259 $ 6,221,155 $ 5935319 $ 10,107,787 $ 9,792,578
Operating grants and contributions 1,709,007 1,166,517 - - 1,709,007 1,166,517
Capital grants and contributions 460,579 862,823 - - 460,579 862,823
General revenues -
Property taxes 14,053,135 14,068,438 267,981 262,499 14,321,116 14,330,937
Other taxes 10,550,991 9,954,235 716,221 663,029 11,267,212 10,617,264
County local assistance - 791,664 791,664
Restricted to specific programs 3,421,294 3,521,484 - - 3,421,294 3,521,484
Other 309,454 233,726 194,532 252,671 503,986 486,397
Total revenues 34,391,092 34,456,146 7,399,889 7,113,518 41,790,981 41,569,664
EXPENSES
General government support
Mayor 965,706 1,182,962 - - 965,706 1,182,962
Finance 920,994 1,076,764 - - 920,994 1,076,764
Public works 2,349,336 3,100,137 - - 2,349,336 3,100,137
Accounts 1,177,182 1,258,092 - - 1,177,182 1,258,092
Other general government support 1,606,673 1,010,554 - - 1,606,673 1,010,554
Public safety - -
Police 9,630,370 7,187,136 - - 9,630,370 7,187,136
Fire 4,489,239 5,760,021 - - 4,489,239 5,760,021
Other public safety 6,453,567 4,034,528 - - 6,453,567 4,034,528
Health 20,698 19,151 - - 20,698 19,151
Transportation 4,823,396 3,740,927 - - 4,823,396 3,740,927
Economic opportunity and development 160,860 227,574 - - 160,860 227,574
Culture and recreation 2,772,752 2,679,270 - - 2,772,752 2,679,270
Home and community service 1,653,737 1,494,367 - - 1,653,737 1,494,367
Interest on long-term debt 1,091,810 771,943 - - 1,091,810 771,943
Water - - 3,232,746 2,371,217 3,232,746 2,371,217
Sewer - - 3,523,487 3,469,329 3,523,487 3,469,329
City center authority - - 1,109,649 1,323,659 1,109,649 1,323,659
Total expenses 38,116,320 33,543,426 7,865,882 7,164,205 45,982,202 40,707,631
Transfers (20,929) - 20,929 - - -
Change in net assets (3,746,157) 912,720 (445,064) (50,687) (4,191,221) 862,033
Prior period adjustments (981,374) 885,815 593,381 - (387,993) 885,815
NET ASSETS, beginning of year 21,806,571 20,008,036 9,284,806 9,335,493 31,091,377 29,343,529
NET ASSETS, end of year $ 17,079,040 $ 21,806,571 $ 9,433,123 $ 9284806 $ 26,512,163 $ 31,091,377
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Governmental activities. Governmental activities decreased the City’s net assets by $4,727,531. The
following chart shows the expenses and program revenues of the various governmental activities:

Expenses and Program Revenues - Governmental Activities

12,000,000

10,000,000

8,000,000

6,000,000

4,000,000

2,000,000

[ Expenses B Revenues |

For the most part, except for the one-time expense for additional retirement benefits ($3,051,239)
increases in other expenses closely paralleled inflation, increases in contractual obligations, and growth
in demand for services. The City’s major governmental activities are financed almost entirely by real
property taxes, non-property taxes, and other general revenues. To meet the demand for these services,
the City increased property tax revenues by 1%. Sales tax increased in 2006, reaching an all time high.
State aid continued to increase as a result of the change in the distribution method.

The following chart shows revenues by source for all governmental activities, with general revenues
totaling 83% and program revenues totaling 17%:

Page 6



Revenues by Source - Governmental Activities
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Business-type activities. Business-type activities increased the City’s net assets by $148,317. Key
elements are as follows. The City Center Authority Occupancy tax continued to grow and expenses
decreased.

Expenses and Program Revenues - Business-type Activities
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However, program revenues were not sufficient to cover water and sewer activity expenses. Net assets
available from the previous year covered the shortfall in the water and sewer activities.

Revenues by Source - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental funds. The focus of the City governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the
City’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 governmental funds reported combined ending fund
balances of $9,088,111, an increase of $1,335,465 in comparison with the prior year. The entire fund
balance is reserved to indicate that it is not available for new spending because it has already been
committed to 1) liquidate contracts and purchase orders of the prior period $7,844,611, 2) pay debt
service $1,208,745, 3) pay for the capital improvements 5,624,334, and 4) various other restrictions set
by the City Council.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the
unreserved unappropriated fund balance of the General Fund was $165,723 while total fund balance
reached $2,792,377. As a measure of the General Fund’s liquidity, it may be useful to compare both
unreserved fund balance and total fund balance to total fund expenditures. Unreserved unappropriated
fund balance represents one percent of total General Fund expenditures, while total fund balance
represents nine percent of that same amount.
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The overall fund balance of the City’s General Fund decreased by $1,736,259 during the current fiscal
year. Key factors in this operating deficit are as follows:

1.

2.

10.

11.

12.

13.

14.

15.

2006 sales tax collections were $8,317,000, a $551,000 increase from 2005 actual collections and
$359,000 greater than 2006 budget.

Mortgage tax receipts were $1,859,000 in 2006, $133,000 less than 2005 actual and $70,000 greater
than the 2006 budget. Mortgage tax receipts decreased due to a declining housing market and fewer
refinancings. This was the first decline in mortgage tax receipts since 2000.

State aid revenue sharing increased in 2006 to $1,689,000, from $1,451,000 in 2005. This $238,000
increase was the result of an increase in the distribution method used by the State. This was the
second increase in State aid for the City since 2000.

Parking ticket revenue was $328,000. This was $8,000 greater than budgeted and $76,000 higher
than 2005 actual revenue.

OTB revenue was $48,000, more than the $50,000 budgeted in 2006, and a decrease of
approximately $2,000 from 2005. This is a very uncertain revenue stream and will likely disappear
in future years.

Miscellaneous revenue increased by $116,000 from 2005 as a result of the athletic banquet and the
installation of a number of sidewalks. Total miscellaneous revenue was $292,000.

NYRA admissions tax was $400,000 in 2006. This was $64,000 less than budgeted and $16,000 less
than 2005 actual revenue. This was due to a decline in admissions at the track.

Rental of the Casino and City Hall was $42,000 less than the 2006 budget of $310,000 and $3,000
less than 2005 actual. This loss was primarily due to a decrease in public safety aid.

Total Federal aid was $99,000 in 2006, down $210,000 from 2005.

In fiscal year 2005, the City received $992,000 from the County as a surplus distribution. $200,000
was for the parking deck, and the remaining $792,000 was committed by City Council resolution to
balance the 2006 budget. The City did not receive this type of distribution in the General Fund in
2006.

Personal service costs increased $573,000 as a result of salary increases, overtime, contractual
obligations, sick leave payments to retirees, new positions etc. ~ Total actual personal service
expenses for 2005 were $17,143,000 and $17,716,000 in 2006.

Total benefits, such as Social Security, retirement, health insurance, etc., totaled $7,812,000 in 2006,
an increase of $622,000, or 9% from 2005.

Some other more significant expenditure fluctuations in 2006 are as follows: The installation of air
conditioning in the engineering end of the building for about $75,000. An additional $148,000 was
charged to street labor accounts than in 2005, an approximate 10% increase. Various vehicle
purchases in the Highway Miscellaneous for $102,000. The City paid an additional $90,000 for
street lighting in 2006. An additional $172,000 was spent on police salaries, or a 5% increase. A
15% increase in police overtime and comp time was paid in 2006, or $82,000 more than in 2005.
There was a decrease in 207A and 207C expenses from 2005 of about $110,000. There was a
decrease of about $70,000 in professional fees paid for defending the assessment roll, but assessment
refunds increased about $70,000.

2006 unreserved cash balances were $453,000 greater than 2005. The 2006 unreserved cash balance
was $960,000. On December 31, 2006, no cash flow notes were outstanding. Reserved cash
balances were $1,644,000 less than 2005. 2006 reserved cash of $1,667,000 can only be used for
specific purposes and cannot be used to meet the general expenses of the City. The decrease in the
reserved cash was due to the depletion of the retirement reserve, which was used on February 1,
2006, to pay part of the 2005-2006 retirement bill.

The 2006 amended budget was 6.48% higher than the adopted budget. $80,000 of the budget
amendments were to utilize reserves, $441,000 to accept State grants, $241,000 to accept gifts and
donations, and $48,000 to accept Federal grants, all items which were not previously budgeted. The
2005 amended budget was 8.38% higher than the adopted budget.
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Proprietary funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

1. The Water Fund ended 2006 with net assets of $2,900,792, which is a decrease of $263,583 from
2005. Of the 2006 amount, $1,005,105 represented the City’s investment in water capital assets,
net of related debt, $881,822 is restricted for current capital improvements, and $747,981 is
restricted for future water line extension projects. The remaining unrestricted net assets of
$266,484 can be used for routine water operations.

2. The Sewer Fund ended 2006 with net assets of $756,214, which is decrease of $267,383 from
2005. Of the 2006 amount, $23,554 represents the City investment in sewer equipment capital
assets, net of related debt. The remaining amount of $732,660 is unrestricted net assets that can
be used for ongoing sewer operations.

3. The City Center Authority ended 2006 with net assets of $5,776,117, which is an increase of
$679,283 over 2005. Of the 2006 amount, $12,325 represents the City’s investment in
equipment capital assets, net of related debt. Of the remaining balance, $5,212,627 is restricted
for future capital improvements, $319,213 is restricted for other purposes, and $231,952 is
unrestricted and can be used for ongoing routine operations. Charges for services and hotel
occupancy taxes increased $149,677 and $53,192, respectively, over 2005, and operating
expenses were $214,010 less than 2005.

GENERAL FUND BUDGETARY HIGHLIGHTS

The difference between the revised General Fund budget and actual amounts for revenues and transfers
in was $240,875. Strong sales tax collections and increased State aid allowed the City’s actual receipts
to be higher than anticipated. The difference between the revised General Fund budget and actual
amounts for expenditures and transfers out was $1,987,636. Expenditures for the transportation activity
were $1,457,730 less than the revised budget estimates. A portion of various unexpended funds,
$884,968, was encumbered to 2007 for commitments made by the City.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. The City’s investment in capital assets for its governmental and business-type activities
as of December 31, 2006, amounts to $40,036,321 (net of accumulated depreciation). This investment
in capital assets includes land, buildings, improvements other than buildings, machinery and equipment,
work in progress, and infrastructure assets, such as roads, streets, and water systems.

Major capital asset events that occurred during the current fiscal year included the following:
e Preliminary construction of the Spring Run Trail, Station Lane, and Casino Improvements
e Open space land purchases
e Continued construction of West Side Infrastructure Project

CITY OF SARATOGA SPRINGS, NEW YORK CAPITAL ASSETS
(net of depreciation)

Govermental Activities Business-type Activities Totals Totals

Asset Category 2006 2005 2006 2005 2006 2005
Land $ 3993570 $ 2,451,570 § 225,841 8§ 75,841 § 4219411 § 2,527411
Work in progress 4,851,823 4,080,344 1,301,252 103,572 6,153,075 4,183,916
Buildings 12,789,732 13,011,296 462,136 388,982 13,251,868 13,400,278
Improvements other than buildings 594,622 671,121 - - 594,622 671,121
Machinery and equipment 6,095,507 6,263,058 540,304 273,896 6,635,811 6,536,954
Infrastructure 8,454,083 8,251,425 727,451 775,724 9,181,534 9,027,149
Capital assets net of accumulated depreciation $ 36,779,337 $ 34,728,814 $ 3,256,984 $ 1,618,015 $ 40,036,321 $ 36,346,829

Additional information on the City’s capital assets can be found in Note A9 on page 31 and Note C4 on
pages 34 through 37 of this report.
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Long-Term Debt. At the end of the current fiscal year, the City had total bonded debt outstanding of
$24,384,600. Of this amount, $23,665,432 comprises debt backed by the full faith and credit of the City,
and $719,168 is special assessment debt for which the City is liable in the event of default by the
property owners subject to the assessment.

The City’s total bonded debt increased by $7,457,135 (44%) during the current fiscal year by new debt
issued April 1, 2006, for $8,469,600.

The City maintains an “A1” rating from Moody’s for general obligation debt.

State statutes limit the amount of general obligation debt a governmental entity may issue to 7% of its
five-year average of the total assessed valuation. The current debt limitation for the City is
$148,012,713, which is significantly in excess of the City outstanding general obligation debt. In
addition, the City has a self-imposed limit of 2% of the five-year average total assessed value. The self-
imposed limit was previously 1%, however, the City Council voted to increase the limit to 2% on August
1, 2006. The City’s debt limitation is $42,289,347, which is significantly in excess of the City
outstanding general obligation debt.

The City participates in the New York State and Local Retirement Systems for police and firefighters
(PFRS) and all other employees (ERS). On October 15, 2004, the City opted to provide certain benefits
to firefighters for past services under Section 384E of the PFRS plan. The total past service credit costs
were $1,078,728. The City opted to pay for this program over a ten-year term with interest starting the
third year at 8% per annum. The unpaid balance of $794,135 at December 31, 2006, is included in the
financial statements as a governmental liability.

In December 2004, the City opted to amortize the 2004 ERS and PFRS retirement payment over a ten-
year period. The principal amount amortized was $395,308 for ERS plan and $654,365 for PFRS plan.
The first principal and interest payments were made February 1, 2006, with interest at 5% per annum.
The unpaid principal amounts of $363,879 for ERS plan and $602,340 for PFRS plan are shown in the
financial statements as governmental liabilities.

In accordance with labor agreements between the City and its police officers signed in 2006, the City is
required to adopt certain pension plan benefits to police officers for past services under Section 384E
and 384EB of the PFRS plan. The total past service credit cost was $2,700,004 and $351,235 for 384E
and 384EB, respectively. The City plans to pay for this program over a ten-year period with interest
starting the second year at 8% per annum. The first installment will be due February 1, 2008, for the
2007 fiscal year. The full past service credit cost has been recorded in the government-wide statement of
activities as an expense of the Police activity and in the statement of net assets as a governmental
liability at December 31, 2006.

Additional information on the City’s long-term debt can be found in Note A1l on pages 31 to 32 and
Note C6 on pages 38 through 40 of this report.

ECONOMIC FACTORS

The City is growing and thriving. The City is home to the Saratoga Race Course, one of the oldest and
most prestigious thoroughbred horse racing tracks in the United States. Each summer, the racetrack
operates a six week schedule of races that attracts world-class horses to participate in the various graded
events. Operation of the racetrack is a key factor in the area’s successful tourism industry, which allows
the City to generate additional revenues from sales tax, hotel occupancy tax, and other similar non-
property taxes and fees. The City’s residential and commercial tax base grew at a rate of 8% in 2006.
The City has added hotels, office buildings and many residences in the past year.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for all those with
an interest in the City’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Office of the Commissioner of
Finance, 474 Broadway, Saratoga Springs, New York 12866-2296.
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CITY OF SARATOGA SPRINGS, NEW YORK

GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF NET ASSETS

December 31, 2006
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 2,214,568 $ 959,109 3,173,677
Investments 17,260 - 17,260
Receivables, net of allowance for uncollectibles 5,140,560 2,362,652 7,503,212
Inventories - 30,504 30,504
Prepaid expenses 144,458 27,202 171,660
Internal balance due from business-type activities 1,118,295 - 1,118,295
Due from fiduciary funds 183 - 183
Restricted assets
Cash and cash equivalents 7,323,289 2,398,638 9,721,927
Investments - 4,762,405 4,762,405
Capital assets, not being depreciated
Land 3,993,570 225,841 4,219,411
Work in progress 4,851,823 1,301,252 6,153,075
Capital assets, net of accumulated depreciation
Buildings 12,789,732 462,136 13,251,868
Improvements other than buildings 594,622 - 594,622
Machinery and equipment 6,095,507 540,304 6,635,811
Infrastructure 8,454,083 727,451 9,181,534
Total assets 52,737,950 13,797,494 66,535,444
LIABILITIES
Accounts payable and other current liabilities 8,056,177 1,030,076 9,086,253
Bond anticipation notes payable 395,140 227,400 622,540
Internal balance due to governmental activities - 1,118,295 1,118,295
Noncurrent liabilities
Due within one year 1,312,935 33,951 1,346,886
Due in more than one year 25,894,658 1,954,649 27,849,307
Total liabilities 35,658,910 4,364,371 40,023,281
NET ASSETS
Invested in capital assets, net of related debt 13,988,197 1,040,984 15,029,181
Restricted for
Capital improvements 5,624,334 6,093,849 11,718,183
Debt service 1,208,745 - 1,208,745
Water line extension projects - 747,981 747,981
Other purposes 490,210 319,213 809,423
Unrestricted (4,232,446) 1,231,096 (3,001,350)
Total net assets $ 17,079,040 $ 9,433,123  $26,512,163

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

GOVERNMENT-WIDE FINANCIAL STATEMENTS
STATEMENT OF ACTIVITIES
Year Ended December 31, 2006

Program Revenue Net (Expenses) Revenues And
Operating Capital Changes in Net Assets
Charges for Grantsand Grants and Gover tal  Busi type
Functions/Programs Expenses Services  Contributions Contributions Activities Activities Total
GOVERNMENTAL ACTIVITIES
General government support
Mayor $ 965706 $ 333540 §$ - 3 - $ (632,166) $ - $  (632,166)
Finance 920,994 98.506 - - (822.488) - (822,488)
Public works 2,349,336 39,145 41,752 - (2,268,439) - (2,268,439)
Accounts 1,177,182 90,950 55,240 - (1.030,992) - (1,030,992)
Other general government support 1,606,673 646,957 128,687 - (831,029) - (831,029)
Public safety
Police 9,630,370 1,275,248 - - (8,355,122) - (8,355.122)
Fire 4,489,239 6,667 - - (4.482,572) - (4,482,572)
Other public safety 6,453,567 130,134 156,309 - (6,167,124) - (6,167,124)
Health 20,698 - - - (20.698) - (20.698)
Transportation 4,823,396 - - 460,579 (4,362,817) - (4,362,817)
Economic opportunity and development 160,860 - 2,868 - (157,992) - (157,992)
Culture and recreation 2,772,752 832,031 215,490 - (1,725,231) - (1,725,231)
Home and community service 1,653,737 433,454 808,661 - (411,622) - (411,622)
Interest on long-term debt 1,091,810 - 300,000 - (791,810) - (791,810)
Total governmental activities 38,116,320 3,886,632 1,709,007 460,579 (32,060,102) - (32,060,102)
BUSINESS-TYPE ACTIVITIES
Water 3,232,746 2,359,164 - - - (873,582) (873,582)
Sewer 3,523,487 3,235,175 - - - (288,312) (288,312)
City Center Authority 1,109,649 626,816 - - - (482,833) (482,833)
Total business-type activities 7,865,882 6,221,155 - - - (1,644,727) (1,644,727)
Total government 45,982,202 10,107,787 1,709,007 460,579 (32,060,102) (1,644,727) (33,704,829)
GENERAL REVENUES
Real property tax and related tax items 14,053,135 267,981 14,321,116
Non-property taxes 10,550,991 716,221 11,267,212
Interest earnings 309,454 194,532 503,986
State aid and mortgage taxes not restricted to specific purposes 3,421,294 - 3421294
Total general revenues 28,334,874 1,178,734 29,513,608
TRANSFERS
Transfer from governmental to business-type activities (20,929) 20,929 -
Total general revenues and transfers 28313945 1,199,663 29,513,608
CHANGE IN NET ASSETS (3,746,157) (445.064) (4,191,221)
NET ASSETS, beginning of year 21,806,571 9,284,806 31,091,377

Prior Period Adjustments

Reclassification of various accounts (Note D) (986,374) 414,836 (571,538)

Capital assets acquired in prior years (Notes C4 and D) 5,000 178,545 183,545
NET ASSETS, beginning of year as restated 20,825,197 9,878,187 30,703,384
NET ASSETS, end of year 17,079,040 9,433,123 26,512,163

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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ASSETS
Cash and cash equivalents
Investments
Taxes receivable, net of uncollectibles
Receivables from other governments
Other receivables, net of uncollectibles
Due from other funds
Prepaid expenses
Restricted assets
Cash and cash equivalents, special reserves

Total assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable and accrued liabilities
Bond anticipation notes payable
Due to other funds
Due to other governments
Deferred revenue
Other payables
Total liabilities

Fund balances
Reserved for
Encumbrances
Capital improvements
Debt service
Other purposes
Unreserved
Appropriated for 2007
Unappropriated
Total fund balances

Total liabilities and fund balances

CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2006
Other
Capital Debt Governmental
General Projects Service Funds Total
$ 959,953 § 676,246 $ - $§ 578369 $§ 2,214,568
17,260 - - - 17,260
1,477,472 - - - 1,477,472
1,725,653 81,282 - 75,884 1,882,819
945,379 - 1,950 178,874 1,126,203
1,205,004 - - - 1,205,004
144,458 - - - 144,458
1,666,642 4,445,979 1,208,745 1,923 7,323,289
$ 8,141,821 $ 5,203,507 $ 1,210,695 $ 835,050 $ 15,391,073
$ 3,377,163 § 194,671 $ - $ 75,884 $ 3,647,718
- 395,140 - - 395,140
- 86,520 - 6 86,526
373,021 - - 22,223 395,244
1,599,260 - - 178,874 1,778,134
- - 200 - 200
5,349,444 676,331 200 276,987 6,302,962
884,968 6,949,719 - 9,924 7,844,611
1,178,355 4,445,979 - - 5,624,334
- - 1,208,745 - 1,208,745
488,287 - - 1,923 490,210
75,044 - - - 75,044
165,723 (6,868,522) 1,750 546,216 (6,154,833)
2,792,377 4,527,176 1,210,495 558,063 9,088,111
$ 8,141,821 $ 5,203,507 $ 1,210,695 $ 835,050 $ 15,391,073

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

RECONCILIATION OF THE TOTAL FUND BALANCES IN
THE GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
December 31, 2006

Total fund balances in the fund financial statements for the governmental funds $ 9,088,111

This amount differs from the amount of net assets shown in the statement
of net assets due to the following:

Capital assets are included as assets in the government-wide statements and
are added, net of accumulated depreciation. 36,779,337

Long-term liabilities for bonds payable, past service retirement system costs, and
amortized portions of past retirement contributions are included as liabilities in the
government-wide statements and are deducted. (27,207,593)

Net receivables for revenues earned, measurable but not available to provide
financial resources, are included in the government-wide statements

as assets and are added. 654,066

Deferred revenue and deferred tax revenue are added to the government-wide
statements as revenue. 1,778,134

Current liabilities for interest payable on long-term debt and compensated absences
are included in the government-wide statements as liabilities and are deducted. (4,013,015)

Total net assets, end of year $ 17,079,040

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS
Year Ended December 31, 2006

Other
Capital Debt Governmental
General Projects Service Funds Total
REVENUES

Real property taxes $11,679,722 § - $1,354,868 $ 125,787 $13,160,377
Real property tax items 907,307 - - - 907,307
Non-property taxes 10,515,707 - - - 10,515,707
Departmental income 1,449,951 - - 78,311 1,528,262
Intergovernmental charges 193,715 - 300,000 - 493,715
Use of money and property 399,567 117,282 87,723 24,654 629,226
Licenses and permits 302,875 - - - 302,875
Fines and forfeitures 587,857 - - - 587,857
Sale of property and compensation for loss 305,762 - - - 305,762
Miscellaneous 291,873 99,112 - - 390,985
Interfund revenues - - - - -
State aid 4,250,003 - - - 4,250,003
Federal aid 98,899 21,186 - 759,282 879,367

Total revenues 30,983,238 237,580 1,742,591 988,034 33,951,443

EXPENDITURES
Current

General government support

Mayor 1,040,368 - - - 1,040,368

Finance 763,245 - - - 763,245

Public works 2,385,727 - - - 2,385,727

Accounts 1,136,209 - - - 1,136,209

Other general government support 1,054,120 - 31,325 5,490 1,090,935
Public safety

Police 5,725,442 - - - 5,725,442

Fire 4,555,485 - - - 4,555,485

Other public safety 6,880,416 - - - 6,880,416
Health 16,844 - - - 16,844
Transportation 4,446,222 - - - 4,446,222
Economic opportunity and development 120,681 - - 40,179 160,860
Culture and recreation 2,369,734 - - - 2,369,734
Home and community service 1,042,708 - - 651,998 1,694,706

Employee benefits - - - - -



Debt service
Principal
Interest
Capital outlay
Mayor
Finance
Public works
Accounts
Other general government support
Police
Fire
Other public safety
Health
Transportation
Economic opportunity and development

Culture and recreation
Home and community service

Total expenditures

OTHER FINANCING SOURCES (USES)
Interfund transfers in

Interfund transfers out
Proceeds of long-term debt

Total other financing sources and uses

Net change in fund balances

FUND BALANCE, beginning of year
Prior period adjustments (Note D)
FUND BALANCE, beginning of year as restated

FUND BALANCE, end of year

The accompanying Notes to Basic Financial Statements are an integral part of these statements.

Other

Capital Debt Governmental

General Projects Service Funds Total
- - 1,001,990 10,475 1,012,465
5,597 - 853,184 5,841 864,622
43,275 - - - 43,275
13,149 - - - 13,149
6,153 - - - 6,153
32,066 - - - 32,066
- 659,677 - - 659,677
208,377 - - - 208,377
23,190 - - - 23,190
64,633 238,344 - - 302,977
225,485 60,214 - - 285,699
81,773 2,244,513 - - 2,326,286
22,535 23,013 - - 45,548
32,263,434 3,225,761 1,886,499 713,983 38,089,677
238,831 60,280 141,417 - 440,528
(123,356) (73,636) (19,492) (244,973) (461,457)
- 6,481,000 - - 6,481,000
115,475 6,467,644 121,925 (244,973) 6,460,071
(1,164,721) 3,479,463 (21,983) 29,078 2,321,837
4,528,636 1,462,549 1,232,478 528,985 7,752,648
(571,538) (414,836) - - (986,374)
3,957,098 1,047,713 1,232,478 528,985 6,766,274
$ 2,792,377 $§ 4,527,176 $1,210495 $ 558,063 $ 9,088,111
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CITY OF SARATOGA SPRINGS, NEW YORK

RECONCILIATION QF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF THE GOVERNMENTAL FUNDS
TO THE CHANGE IN NET ASSETS SHOWN IN THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2006

Net change in fund balances shown for total governmental funds. $ 2.321,837
This amount differs from the change in net assets shown in the statement of activities because of the following:

Capital outlays for acquisition of capital assets are recorded in governmental funds as expenditures.
However, in the statement of activities, the cost of capital assets is allocated over their estimated
useful lives and reported as depreciation expense. This amount represents the difference between
expenditures for acquisition of capital assets and depreciation expense for the period.
Capital expenditures 3,599,470
Depreciation expense 1,569,371 2,030,099

Major revenues are recorded in the governmental funds when they become susceptible to accrual,
that is, when they are eamed, measurable, and available to provide current financial resources. In the
statement of activities, major revenues are recognized when they are earned and measurable,
regardless of when they become available. This is the amount by which earned revenues for the
current period exceeded the amount of prior year earned revenues not recognized as being available
in the governmental funds until the current period.

Current year revenues 654,066
Prior year revenues 817,881 (163,815)

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the fund financial statements, but are recognized as deferred revenues until
they become available as current resources. This amount represents the difference between current
year deferred amounts and those from the prior year.
Current year deferred revenues 1,778,134
Prior year deferred revenues 1,174,672 603,462

Payments on retirement system debt are shown as expenditures in the governmental funds. These
payments are shown in the statement of net assets as a reduction of the related liabilities and not
shown as expenses in the statement of activities. This is the principal payments for the current year. 221,645

Bond principal payments are shown as expenditures in the governmental funds. These payments are
shown in the statement of net assets as a reduction of the related liabilities and not shown as
expenses in the statement of activities. This is the payment amount for the current year. 1,012,465

police personnel is not shown as an expenditure in the governmental funds, but is shown as an

increase to the schedule of non-current governmental liabilities. In the statement of net assets, the

amount of debt incurred for past service costs is shown as an expense of the police activity. This is

the amount. (3,051,239)

Receipt of bond proceeds is recorded as a financing source in the governmental funds. These
proceeds are shown in the statement of net assets as an increase in related liabilities. This is the
amount of bonds issued for governmental activities and proceeds received during the current year. (6,481,000)

Expenditures for interest on long-term debt are recorded in the governmental funds when the
payments are due. In the statement of activities, interest costs are allocated over the applicable time
period the interest becomes due. This is the amount by which the current period expenditures differ
from the costs allocated over the applicable periods.
Current year expenditures 864,622
Allocated expenses 1,091,810 (227,188)

Payments for compensated absences are shown in the governmental funds when they are due. In the
statement of activities, these costs are reported during the period the liabilities are incurred,
regardless of when they are due and payable. This amount represents the difference between the
expenditures recorded in the current year for payments due on prior year liabilities and the expenses
incurred during the current year that have not been paid.
Prior year liabilities 3,254,850
Expenses incurred during current year _ 3,267,273 (12,423)

Interfund transactions between governmental funds are eliminated in the statement of net assets and
the statement of activities. The amounts offset, and have a zero effect of operations.
Transfers in 440,528
Transfers out 440,528 -

Change in net assets of governmental activities shown in the statement of activities $ (3,746,157)

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL - GENERAL FUND
Year Ended December 31, 2006

Variance with

Budgeted Amounts Actual Revised - Positive
Adopted Revised Amounts (Negative)
REVENUES
Real property taxes $ 11,836,632  $ 11,833,991 $ 11,679,722  § (154,269)
Real property tax items 922,940 942,118 907,307 (34,811)
Non-property taxes 10,147,145 10,147,145 10,515,707 368,562
Departmental income 1,327,690 1,429,520 1,449,951 20,431
Intergovernmental charges 246,650 250,895 193,715 (57,180)
Use of money and property 428,000 428,000 399,567 (28,433)
Licenses and permits 290,950 290,950 302,875 11,925
Fines and forfeitures 570,000 570,000 587,857 17,857
Sale of property and compensation for loss 205,800 350,626 305,762 (44,864)
Miscellaneous 32,500 273,200 291,873 18,673
State aid 3,656,530 4,097,340 4,250,003 152,663
Federal aid 149,500 198,041 98,899 (99,142)
Total revenues 29,814,337 30,811,826 30,983,238 171,412
EXPENDITURES
General government support 6,228,976 6,531,831 6,474,312 57,519
Public safety 16,622,057 17,500,539 17,457,543 42,996
Health 152,000 205,822 16,844 188,978
Transportation 5,762,447 6,129,437 4,671,707 1,457,730
Economic opportunity and development 198,603 210,866 120,681 90,185
Culture and recreation 2,383,665 2,628,697 2,451,507 177,190
Home and community service 918,816 1,146,305 1,065,243 81,062
Debt service 16,000 20,929 5,597 15,332
Total expenditures 32,282,564 34,374,426 32,263,434 2,110,992
OTHER FUNDING SOURCES (USES)
Interfund transfers in 3,400 169,368 238,831 69,463
Interfund transfers out - - (123,356) (123,356)
Total other financing sources (uses) 3,400 169,368 115,475 (53,893)
Appropriated fund balance (budget) and
net change in fund balances (actual) (2,464,827) (3,393,232) (1,164,721) 2,228,511
FUND BALANCE, beginning of year 2,464,827 3,393,232 4,528,636 1,135,404
Prior period adjustment (Note D) - - (571,538) (571,538)
FUND BALANCE, beginning of year as restated 2,464,827 3,393,232 3,957,098 563,866
FUND BALANCE, end of year $ - $ - $ 2,792,377 $ 2,792,377

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - BUDGET AND ACTUAL - DEBT SERVICE FUND
Year Ended December 31, 2006

Variance with

Budgeted Amounts Actual  Revised - Positive
Adopted Revised Amounts (Negative)
REVENUES
Real property taxes $1,335,376 $1,354,868 $1,354,868 $ -
Intergovernmental charges 300,000 300,000 300,000 -
Use of money and property 74,004 74,004 87,723 13,719
Total revenues 1,709,380 1,728,872 1,742,591 13,719
EXPENDITURES
General government support - 52,401 31,325 21,076
Debt service 1,845,504 1,855,174 1,855,174 -
Total expenditures 1,845,504 1,907,575 1,886,499 21,076
OTHER FUNDING SOURCES (USES)
Interfund transfers in 69,163 99,439 141,417 41,978
Interfund transfers out - - (19,492) (19,492)
Total other financing sources (uses) 69,163 99,439 121,925 22,486
Appropriated fund balance (budget) and
net change in fund balances (actual) (66,961) (79,264) (21,983) 57,281
FUND BALANCE, beginning of year 66,961 79,264 1,232,478 1,153,214
FUND BALANCE, end of year $ - $ - $1,210,495 $1,210,495

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

ASSETS
Cash and cash equivalents
Receivables, net of allowance for uncollectibles
Inventories
Prepaid expenses
Restricted assets
Cash and cash equivalents
Investments
Capital assets, not being depreciated
Land
Work in progress
Capital assets, net of accumulated depreciation
Buildings
Machinery and equipment
Infrastructure
Total assets

LIABILITIES
Accounts payable and other current liabilities
Bond anticipation notes payable
Internal balances due to governmental activities
Non-current liabilities

Due within one year
Due in more than one year

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for
Capital improvements
Water line extension projects

Other purposes
Unrestricted

Total net assets

December 31, 2006
City Center

Water Sewer Authority Total
$ 559,000 $ 166,852 $ 233,257 $ 959,109
818,065 1,353,632 190,955 2,362,652
15,252 15,252 - 30,504
8,625 11,404 7,173 27,202
1,629,203 - 769,435 2,398,638
- - 4,762,405 4,762,405
225,841 - - 225,841
1,301,252 - - 1,301,252
462,136 - - 462,136
504,425 23,554 12,325 540,304
727,451 - - 727,451
6,251,250 1,570,694 5,975,550 13,797,494
696,803 133,326 199,947 1,030,076
227,400 - - 227,400
437,655 681,154 (514) 1,118,295
33,951 - - 33,951
1,954,649 - - 1,954,649
3,350,458 814,480 199,433 4,364,371
1,005,105 23,554 12,325 1,040,984
881,222 - 5,212,627 6,093,849
747,981 - - 747,981
- - 319,213 319,213
266,484 732,660 231,952 1,231,096
$ 2,900,792 $ 756,214 $5,776,117 § 9,433,123

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS -
PROPRIETARY FUNDS
Year Ended December 31, 2006

City Center
Water Sewer Authority Total
OPERATING REVENUES
Water sales and services $ 2,359,164 $ -3 - 2,359,164
Sewer sales and services - 3,235,175 - 3,235,175
City Center facility charges - - 626,816 626,816
Total operating revenues 2,359,164 3,235,175 626,816 6,221,155
OPERATING EXPENSES
Costs of sales and services 3,105,612 3,519,291 1,094,019 7,718,922
Depreciation 127,134 4,196 15,630 146,960
Total operating expenses 3,232,746 3,523,487 1,109,649 7,865,882
Operating loss (873,582) (288,312) (482.,833) (1,644,727)
NONOPERATING REVENUES
Payments in lieu of taxes - - 267,981 267,981
Hotel occupancy tax - - 716,221 716,221
Transfer from governmental funds - 20,929 - 20,929
Interest and earnings 16,618 - 177,914 194,532
Total nonoperating revenues 16,618 20,929 1,162,116 1,199,663
CHANGE IN NET ASSETS (856,964) (267,383) 679,283 (445,064)
NET ASSETS, beginning of year 3,164,375 1,023,597 5,096,834 9,284,806
PRIOR PERIOD ADJUSTMENTS
Reclassification of various accounts (Note D) 414,836 - - 414,836
Capital assets acquired in prior years (Notes C4 and D) 178,545 - - 178,545
NET ASSETS, beginning of year as restated 3,757,756 1,023,597 5,096,834 9,878,187
NET ASSETS, end of year $ 2,900,792 $§ 756,214 $ 5,776,117 9,433,123

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
Year Ended December 31, 2006

City Center
Water Sewer Authority Total
CASH FLOWS PROVIDED (USED) BY OPERATING
ACTIVITIES
Charges for sales and services $2,197,287 $3,179,677 $ 623,637 $ 6,000,601
Payments to contractors and suppliers (1,210,101) (2,352,157) (433,372) (3,995,630)
Payments to employees, payroll taxes and benefits (946,491) (825,508) (653,799) (2,425,798)
40,695 2,012 (463,534) (420,827)
CASH FLOWS PROVIDED (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES
Bond proceeds 1,988,600 - - 1,988,600
Purchase of capital assets (1,782,708) (3,221) - (1,785,929)
Payment on bond anticipation notes (1,151,200) - - (1,151,200)
(945,308) (3,221) - (948,529)
CASH FLOWS PROVIDED (USED) BY NONCAPITAL AND
RELATED FINANCING ACTIVITIES
Payments in lieu of taxes - - 267,981 267,981
Hotel occupancy taxes - - 709,498 709,498
Transfer from governmental activities - 20,929 - 20,929
Miscellaneous - - 4,056 4,056
- 20,929 981,535 1,002,464
CASH FLOWS PROVIDED (USED) BY INVESTING
ACTIVITIES
Interest and dividends received 62,134 - 177,914 240,048
Allocation to restricted cash and cash equivalents (1,081,338) - (769,435) (1,850,773)
Increase in investments - - (1,503,215) (1,503,215)
(1,019,204) - (2,094,736) (3,113,940)
Net increase (decrease) in cash and cash equivalents (1,923,817) 19,720 (1,576,735) (3,480,832)
CASH AND CASH EQUIVALENTS, beginning of year 2,482,817 147,132 1,809,992 4,439,941
CASH AND CASH EQUIVALENTS, end of year $ 559,000 $ 166,852 $ 233257 $§ 959,109
RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating loss (873,582) (288,312) (482,833) (1,644,727)
(Increase) decrease in
Receivables, net of allowances (59,993) (50,091) (9,891) (119,975)
Inventory (630) (630) - (1,260)
Prepaid expenses (2,060) 4,777) (68) (6,905)
Increase (decrease) in
Accounts payable and other liabilities 446,614 21,590 10,319 478,523
Due to other funds 403,212 320,036 3,309 726,557
Depreciation expense 127,134 4,196 15,630 146,960
Net cash provided (used) by operating activities $ 40,695 § 2,012 § (463,534) $ (420,827)

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS
STATEMENT OF FIDUCIARY NET ASSETS - FIDUCIARY FUNDS

December 31, 2006
Private
Agency Purpose
Funds Trust
ASSETS
Cash and cash equivalents $ 1,209,305 $ 34,258
Due from other funds 50 -
Total assets 1,209,355 34,258
LIABILITIES
Agency accounts payable 1,209,172 -
Due to governmental funds 183 -
Total liabilities 1,209,355 -
NET ASSETS $ - $ 34,258

The accompanying Notes to Basic Financial Statements are an integral part of these statements.
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CITY OF SARATOGA SPRINGS, NEW YORK

FUND FINANCIAL STATEMENTS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS - FIDUCIARY FUNDS

December 31, 2006

ADDITIONS
Private donations
Interest earnings
Total additions

DEDUCTIONS
Culture and recreation

CHANGE IN NET ASSETS
NET ASSETS, beginning of year
Prior period adjustment (Note D)
NET ASSETS, beginning of year, as restated

NET ASSETS, end of year

The accompanying Notes to Basic Financial Statements are an integral part of these statements.

Private
Purpose
Trust

§ 1,600
364

1,964

3,380

(1,416)

35674

35,674

$ 34,258
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of Saratoga Springs, New York (City) have been prepared
in conformity with accounting principles generally accepted in the United States of America (GAAP)
as applied to governmental units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles.

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying basic financial statement follows.

In preparing the basic financial statements in conformity with accounting principles generally
accepted in the United States of America, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities at the date of the basic financial statements, and the reported amounts of
revenues and expenditures during the reporting period. Actual results could differ from those
estimates.

1. Reporting Entity

The City of Saratoga Springs was incorporated as a City in 1915 and is governed by its Charter, City
Local Laws, General City Law, and other general laws of the State of New York. The City is a
municipal corporation governed by a five-member elected Council, one Mayor, and four
Commissioners. Each Commissioner serves as the head of a department Finance, Public Works,
Public Safety, and Accounts. The Mayor serves as Chief Executive Officer, and the Commissioner
of Finance serves as the Chief Fiscal Officer. The City provides water, sewer, police and fire
protection, highway and street, cultural and recreational, public improvement, planning and zoning,
and general administrative services to the residents of the City.

In evaluating how to define the City for financial reporting purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity
was made by applying the criteria set forth in GAAP. The basic, but not the only, criterion for
including a potential component unit within the reporting entity is the governing body’s ability to
exercise oversight responsibility. The most significant manifestation of this ability is financial
interdependence. Other manifestations of the ability to exercise oversight responsibility include, but
are not limited to, the selection of governing authority, the designation of management, the ability to
influence operations significantly, and accountability for fiscal matters. A second criterion used in
evaluating potential component units is the scope of public service. Application of this criterion
involves considering whether the activity benefits the City and/or its citizens, or whether the activity
is conducted within geographic boundaries of the City and is generally available to its citizens. A
third criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the City is
able to exercise oversight responsibilities. Based on the application of these criteria, the following is
a brief review of each potential component unit addressed in defining the City’s reporting entity.

Page 25



CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
1. Reporting Entity - Continued
Excluded from the reporting entity:
The City of Saratoga Springs School District

The City of Saratoga Springs School District (District) was created by State legislation that desig-
nates the School Board as the governing authority. School Board members are elected by the
qualified voters of the District. The Board designates management and exercises complete
responsibility for all fiscal matters. The City Council exercises no oversight over school operations.

The Saratoga Springs Housing Authority

The Saratoga Springs Housing Authority’s (Housing Authority) governing board is appointed by the
Chief Executive Officer of the City. The City provides no subsidy to the Housing Authority nor is it
responsible for debt or operating deficits of the Housing Authority. The Housing Authority’s debt is
essentially supported by operating revenues of the Housing Authority and is not guaranteed by the
City. The City does not appoint management of the Housing Authority nor does it approve the
Authority’s budget, contracts, or hiring staff. The City has no oversight responsibility for funds of
the Housing Authority.

2. Government-wide and Fund Financial Statements

The governmental reporting model has the following sections: Management’s Discussion and
Analysis, Government-wide Financial Statements, and Fund Financial Statements.

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all nonfiduciary activities of the primary government.
The effect of interfund activities has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of net assets presents the financial condition of the City’s activities at year-end. The
statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenues. The statement of activities
identifies the net expense or revenue from each activity, and identifies the amount of general
revenues needed to help finance the specific activities.
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
2. Government-wide and Fund Financial Statements - Continued

Funds are classified into three categories: governmental, proprietary, and fiduciary. Each category,
in turn, is divided into separate “fund types.”

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds even though fiduciary funds are excluded from the government-wide financial statements.
Major individual governmental funds are reported as separate columns in the fund financial
statements. A fund is a separate accounting entity with a self-balancing set of accounts.

3. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary funds and applicable fiduciary fund
financial statements. All assets and liabilities are recorded in these statements. Revenues are
recorded when earned, and expenses are recorded when a liability is incurred, regardless of the
related cash flows. Property taxes are recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by
the provider have been met. This measurement focus and basis of accounting is similar to private
sector reporting.

The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus,
generally only current assets and current liabilities are included on the balance sheet. The statement
of revenues, expenditures, and changes in fund balances of these funds present increases (i.e.,
revenues and other financing sources) and decreases (i.e., expenditures and other financial uses) in
net current assets.

Under the modified accrual basis of accounting, governmental fund revenues are recognized when
susceptible to accrual (i.e., as soon as they are both measurable and available). “Measurable” means
the amount of the transaction can be reasonably determined and “available” means the related cash
resources are collectible within the current period or soon enough thereafter to be used to pay current
liabilities of the current period. For this purpose, the City considers revenues to be available if they
are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures as well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, water and sewer rents, sales taxes, mortgage taxes, franchise taxes, and interest
associated with the current fiscal period are all considered to be susceptible to accrual and so have
been recognized as revenues of the current fiscal period. Only the portion of special assessments
receivable due within the current fiscal period is considered to be susceptible to accrual as revenue of
the current period. All other revenue items are considered to be measurable and available only when
the City receives cash, i.e., fines, permits, and parking meter revenues.

The City also reports deferred revenue on its fund financial statements for certain revenues other
than property taxes. Deferred revenues arise when potential revenue does not meet both of the
“measurable” and “available” criteria for recognition in the current period. Deferred revenues also
arise when the City receives resources before it has a legal claim to them, as when grant monies are
received prior to the occurrence of qualifying expenditures. In subsequent periods, when both
revenue recognition criteria are met, or when the City has a legal claim to the resources, the liability
for deferred revenue is removed from the combined balance sheet and revenue recognized.
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

3.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Continued

Governmental fund expenditures are recorded when the fund liability is incurred except that:

4.

Payments for acquisition of inventory type items are recorded as expenditures when the
related amounts are due and payable. This method is generally referred to as the “purchase”
method, as opposed to the “consumption” method used in the government-wide financial
statements.

Principal and interest on indebtedness are recorded as expenditures when the related debt
service amounts are due and payable, which normally approximates the date the debt is paid.

Compensated absences, such as vacation leave and compensation time, which vest or
accumulate with eligible employees are recorded as expenditures in the payroll period that the
credits are used by employees.

Costs of acquiring capital assets are recorded as expenditures when the related acquisition
amounts are due and payable.

Fund Accounting

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity. The activities of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenues, and expenditures, which are
segregated for the purpose of carrying on specific activities or attaining certain objectives in
accordance with specific regulations, or limitations. The City’s fund types are as follows:

Fund Types

Governmental Funds are those through which most governmental functions are financed. The
acquisition, use, and balances of expendable financial resources and the related liabilities are
accounted for through governmental funds. The City’s governmental funds are as follows:

a) The General Fund is the government’s primary operating fund. It accounts for all financial

resources of the general government, except those required to be accounted for in another
fund. This fund operates within the financial limits of an annual budget adopted by the City
Council.

b) The Debt Service Fund accounts for the resources accumulated and payments made for

principal and interest on long-term general obligation debt of governmental funds.

¢) The Capital Project Funds account for financial resources to be used for the acquisition or

construction of major capital facilities (other than those financed by proprietary funds).
Financing is generally provided from proceeds of bonds, notes, federal and state grants, and
transfers from other governmental funds.

d) Special Revenue Funds are used to account for specific revenues (other than those generated

for major capital projects) that are legally restricted to expenditures for particular purposes.
The Special Grant Fund is used to account for federally-funded community development
block grants, revolving loan funds, and other federally-funded programs. The City has two
special districts; the Downtown Special Assessment District (SAD) and the West Avenue
Special Assessment District (WASAD). Both were established to make improvements
within the boundaries of the applicable districts and are funded by special assessments on the
property owners within each district.
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued
4. Fund Accounting - Continued

Proprietary Funds represent the City’s business-type activities and include Enterprise Funds.
Enterprise Funds are used to report activities for which fees are charged to external customers for
goods and services provided, and the City’s fee pricing policies are established to recover costs
of providing such service, including capital costs such as depreciation or debt service. Enterprise
funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in
connection with the fund’s principal ongoing operations. The principal operating revenues are
charges to customers for sales and services. Operating expenses include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses. The City
maintains the following enterprise funds:

a) The Water Fund is used to report operations of the City’s water treatment and supply
facilities that provide drinking water to all City residents, as well as to certain local
communities outside the City’s corporate boundaries. Users of the water system, inside and
outside the City limits, are charged a user fee to pay for the operation of the Water Fund. The
fund also records revenues and expenses associated with extending the water line. A water
service connection fee is collected when a new user taps into the system, and the revenue is
reserved to expanding the system.

b) The Sewer Fund is used to report operations of the City’s wastewater treatment facilities and
sanitary sewer system that is provided to all City residents. The sewer system infrastructure
is owned by the Saratoga County Sewer District. Users of the sewer system are charged a fee
based on an annual bill from the Saratoga County Sewer District.

c) The City Center Authority Fund accounts for the day-to-day business operations of the
convention and tourism center. The Authority was created by State legislation for the pur-
pose of operating and maintaining the Saratoga City Center (City Center). The execution of
the daily operations of the City Center rests with the Authority. The City Council maintains
fiscal control over the Authority through various aspects of State legislation and, therefore,
has included the financial position as well as the operations of the City Center in the City’s
financial statements.

Fiduciary Funds are used to report resources that are held by the City in a trustee or agency
capacity for others and cannot be used to support the City’s own programs. The City maintains
agency funds to account for assets that the City holds on behalf of others as their agent. The City
maintains a private purpose trust fund to account for private donations to support a veteran’s
memorial in Congress Park.

In addition to the various funds, the City also maintains schedules of non-current governmental
assets and non-current governmental liabilities. Non-current governmental assets include capital
assets used in governmental activities, and non-current governmental liabilities include bonds,
retirement system debt, accumulated sick and compensatory time, and other long-term debt used to
finance governmental activities. These non-current governmental assets and liabilities are included
under governmental activities in the government-wide statement of net assets.
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
5. Cash, Cash Equivalents, and Investments

Cash and cash equivalents include amounts in demand deposits, time deposits, short-term
investments with a maturity date within three months of the date acquired by the City, and cash on
hand.

The City’s investment policies are governed by New York State statutes. In addition, the City has its
own investment policy. In accordance with New York State statutes and the City’s investment
policy, City monies must be deposited in Federal Deposit Insurance Corporation (FDIC) insured
commercial banks or trust companies located within the State. The City is authorized to use demand
deposits, time deposits, and certificates of deposit. Permissible investments include obligations of
the United States Treasury and United States agencies, and obligations of New York State or its
localities.

Investments are stated at fair market value, which approximates cost.
6.  Receivables

During the year, transactions often occur between the various funds. Transactions considered loans
or advances to be repaid are recorded as current assets and liabilities in the fund financial statements
as either “due to or due from other funds.” In the government-wide financial statements, amounts
due to and from the same activities are eliminated. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide financial
statements as “internal balances.”

All property and school tax receivables and water and sewer rents are shown net of an allowance for
uncollectibles. The property and school tax receivables and water and sewer rents receivable
allowance is equal to seven percent of outstanding property and school taxes and water and sewer
rents at December 31, 2006.

Property taxes attach as an enforceable lien on property as of October 1. Taxes are levied on
January 1 and are payable in four installments on the first of March, June, September, and December.
The City bills and collects its own property taxes and also collects taxes for Saratoga County and the
delinquent taxes for the Saratoga Springs City School District. City property tax revenues are
recognized when levied to the extent that they result in current receivables.

7. Inventory

Inventory in the proprietary funds is valued at the lower of cost (first-in, first-out method) or market.
Inventory consists of expendable supplies held for consumption.

8. Restricted Assets
Certain resources of the governmental and proprietary funds are classified as restricted assets on the

balance sheet because they are maintained in separate bank accounts, and City Council limits their
use.
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CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
9. Capital Assets

Capital assets include land, buildings, improvements other than buildings, machinery and equipment,
and infrastructure assets (e.g., roads, sidewalks, and similar items). Capital assets are reported in the
applicable governmental or business-type activities columns in the government-wide financial
statements. Capital assets are defined by the City as assets with an initial, individual cost of more
than $5,000 and an estimated useful life of six or more years. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

All capital assets are depreciated using the straight-line method over the following estimated useful

lives:

Assets Years
Buildings 50
Improvements 20
Streets/roads 25
Other infrastructure 75
Equipment 5-20

10. Compensated Absences

It is the City’s policy to permit employees to accumulate earned but unused sick pay benefits. All
sick pay is accrued when incurred in the government-wide financial statements. Expenditures for
these amounts are reported in governmental funds when paid to employees.

11.  Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bonds payable are reported net of applicable bond
premium or discount, if any.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
11.  Long-Term Obligations - Continued

The City’s special assessment districts, SAD and WASAD, have outstanding bonded debt. SAD
currently makes the annual debt payment on the Putnam Street parking deck project when due and
has an arrangement with the City for reimbursement in the event there is default by a taxpayer.
WASAD is repaying its 50% share of the betterment on the West Avenue improvement project debt
on an extended payment plan. The City makes the debt payment annually, and WASAD reimburses
the City every year at a lower amount than the actual debt, but when the bond is fully paid off,
WASAD will continue reimbursing the City for its portion of the bond.

12.  Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted for use for a specific purpose.

NOTE B - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
1. Legal Compliance and Budgets

The City’s budget adoption process is described in the City Charter. The Mayor and the
Commissioners present their budget requirements for the following fiscal year to the Commissioner
of Finance on or before October 1 each year for the general, debt service, water, sewer, special
assessment districts, and City Center funds. The Commissioner of Finance then prepares a proposed
budget for the forthcoming year and submits it to the City Council on or before the third Monday in
October. After receiving the proposed budget, the City Council establishes a date, time, and place
for a public hearing with public notice duly advertised of such hearing. At a regular or special
meeting held after the public hearing but not later than the 30th day of November, the City Council
adopts, or amends and adopts, the budget for the ensuing fiscal year. During the year, several
supplementary appropriations are usually necessary.

Budgets for the Special Grant Fund are adopted for each federal program as they occur, and generally
on a federal program year. Budgets for major capital projects are adopted on an as needed basis and
remain in effect for the life of the project. Generally, major capital projects are financed by bonds,
capital grants, and/or other applicable financing sources. Current appropriations for capital
expenditures are adopted according to the above-described timetable.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase orders,
contracts) outstanding at year-end are reported as reservations of fund balances and do not constitute

expenditures or liabilities because the commitments will be reappropriated and honored during the
subsequent year.

2. Excess of Expenditures Over Appropriations

Expenditures may not legally exceed budgeted appropriations at the activity level. During the year,
several supplementary appropriations were necessary.
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS
1. Cash, Cash Equivalents, and Investments
Collateral

New York State statutes require the City to collateralize its cash deposits in excess of the Federal
Deposit Insurance Corporation limit of $200,000 ($100,000 on demand deposits and $100,000 on
time deposits and other cash accounts). This collateral is to be in the form of state and local
government securities held in trust for and pledged to secure the City’s deposits. The City’s deposits
were adequately insured or collateralized as of December 31, 2006.

Investments

The City’s General Fund had an investment balance of $17,260 as of December 31, 2006. This
consisted of a worker’s compensation bond on deposit with New York State.

The City Center Authority had restricted investments of $4,762,405 as of December 31, 2006. This
balance consisted of U. S. Treasury Notes for $4,449,459, U. S. Government Agencies Federal
Home Loan Mortgage and FNMA for $286,762, and accrued interest for $26,184. The investments
are restricted for future expansion of the Center.

Restricted Cash

The City had restricted cash and cash equivalents for governmental activities, comprised of the
following:

Debt service $ 1,208,745
Special assessment district purposes 1,923
Capital improvements 4,445,979
Capital reserves 1,178,355
Council designated purposes 488.287

Total restricted cash and cash equivalents $ 7.323.289

The City had restricted cash, cash equivalents, and investments for business-type activities,
comprised of the following:

City Center capital improvements $ 5,212,627
Other City Center purposes 319,213
Water capital improvements 881,222
Water line extension projects 747,981

Total restricted $ 7.161.043

2. Receivables
Receivables at year-end for the City’s governmental and business-type activities, categorized by

individual major funds in the aggregate, including applicable allowances for uncollectible accounts,
are as follows:
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

3. Receivables

City
Debt Special Center
Receivables General Capital Service Grant Water Sewer Authority Total
City and County taxes $ 626843 % -3 -3 - $ - 3 - 3 - $ 626,843
School taxes 373,021 - - - - - - 373,021
Tax sales 477,608 - - - - - - 477,608
Water rents - - - - 861,977 - - 861,977
Sewer rents - - - - - 1,424,899 - 1,424,899
Accounts 1,339,388 - 1,950 - 986 2,196 22,220 1,366,740
Rehabilitation loans - - - 275,977 - - - 275,977
State and Federal 1,421,236 81,282 - 75,884 - - - 1,578,402
Other governments 671,208 - - - - - 168,735 839,943
Total net receivables 4,909,304 81,282 1,950 351,861 862,963 1,427,095 190,955 7,825,410
Allowance for uncollectible accounts (151,296) - - (52,541) (44,898) (73,463) - (322,198)
Total net receivables $4,758,008 $81282 $1950 $299320 $818,065 $1,353,632 $190,955 §$7,503,212
These receivables are shown in the statement of net assets as follows:
Receivables net of allowances
Governmental activities $ 5,140,560
Business-type activities 2.362.652
Total $ 7.503.212

4. Capital Assets and Prior Period Adjustment

In 2003, the City contracted with a private company to conduct an inventory of the City’s capital
assets as of December 31, 2003. The inventory included identification and valuation of
infrastructure assets and accumulated depreciation. The City conducted the inventory of other assets
that were not previously recorded on the City’s system and calculated the accumulated depreciation.
The City continues to maintain all classes of assets in-house on an annual basis.

During 2006, the City recognized certain assets acquired in prior years, which were not previously

included in the capital asset inventory. The recognition of these assets resulted in prior period
adjustments of $5,000 in the governmental activities and $178,545 in the water activity.
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December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

4. Capital Assets and Prior Period Adjustment - Continued

Capital asset activity for the year ended December 31, 2006, as adjusted, was as follows:

Balance Balance
January 1, Retirements/ December 31,
Governmental Activities 2006 Additions  Reclassifications 2006
Capital assets not being depreciated
Land $ 2,451,570 $ 1,542,000 $ - $ 3,993,570
Work in progress 4,080,344 1,797,274 (1,025,795) 4,851,823
Total capital assets not being depreciated 6,531,914 3,339,274 (1,025,795) 8,845,393
Depreciable capital assets
Buildings 16,935,818 331,189 - 17,267,007
Improvements other than buildings 2,852,812 - - 2,852,812
Machinery and equipment 11,246,458 678,303 (305,692) 11,619,069
Infrastructure 31,668,302 335,994 - 32,004,296
Total depreciable capital assets 62,703,390 1,345,486 (305,692) 63,743,184
Less accumulated depreciation
Buildings 3,924,522 552,753 - 4,477,275
Improvements other than buildings 2,181,691 76,499 - 2,258,190
Machinery and equipment 4,983,400 806,783 (266,621) 5,523,562
Infrastructure 23,416,877 133,336 - 23,550,213
Total accumulated depreciation 34,506,490 1,569,371 (266,621) 35,809,240
Net depreciable capital assets 28,196,900 (223,885) (39,071) 27,933,944

Total net capital assets governmental activities $34,728814 $ 3,115389 $ (1

,064,866)

$ 36,779,337
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued
4. Capital Assets and Prior Period Adjustment - Continued

Business-type Activities

Water Activity
Capital assets not being depreciated

Land
Work in progress
Total capital assets not being depreciated

Depreciable capital assets
Buildings
Machinery and equipment
Infrastructure

Total depreciable capital assets

Less accumulated depreciation
Buildings
Machinery and equipment
Infrastructure

Total accumulated depreciation

Net depreciable capital assets

Total net capital assets water activity

Sewer Activity
Machinery and equipment
Accumulated depreciation

Net capital assets sewer activity
City Center Authority

Machinery and equipment
Accumulated depreciation

Net capital assets City Center Authority

Balance Balance
January 1, Retirements/ December 31,
2006 Additions  Reclassifications 2006
$ 75,841 $ 150,000 $ - $ 225,841

103,572 1,197,680 - 1,301,252
179,413 1,347,680 - 1,527,093
538,616 100,000 - 638,616
292,388 335,028 - 627,416
11,586,711 - - 11,586,711
12,417,715 435,028 - 12,852,743
149,634 26,846 - 176,480
70,976 52,015 - 122,991
10,810,987 48,273 - 10,859,260
11,031,597 127,134 - 11,158,731
1,386,118 307,894 - 1,694,012

$ 1,565,531 $ 1,655,574  § - $ 3,221,105
$ 56,614 $ 3,221 $ - $ 59,835
32,085 4,196 - 36,281

$ 24,529 $ 975) $ - $ 23,554
$ 167919 % - 3 - $ 167,919
139,964 15,630 - 155,594

$ 27,955 $ (15,630) $ - $ 12,325
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NOTES TO BASIC FINANCIAL STATEMENTS

December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued
4. Capital Assets and Prior Period Adjustment - Continued

Depreciation expense was charged to functions/programs as follows:

Mayor

Finance

DPW

Accounts

Other general government support
Police

Fire

Other public safety
Transportation

Culture and recreation

Home and community services

Total depreciation expense for governmental activities

Water
Sewer
City Center Authority

Total depreciation expense for business-type activities

5. Interfund Receivables, Payables, and Transfers

$ 8,506
17,246
542,976
4,597
85,512
86,400
199,937
18,587
512,886
70,542
22,182

$ 127,134

4,196
15,630

5146960

The composition of interfund balances as of December 31, 2006, is as follows:

Amounts due to/from other funds in the fund financial statements:

Fund

General

City Center Authority
Water

Sewer

Capital

SAD

WASAD

Agency

Debt Service

Special Grant

Total

Due To Due From

$ - $ 1,205,004
(514) ;
437,655 -
681,154 :
86,520 ;

183 -

6 -

$ 1.205.004 § 1.205.004
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

5. Interfund Receivables, Payables, and Transfers - Continued

Amounts due to/from activities and fiduciary funds in the government-wide financial statements:

Fund Due To Due From
Internal balances
Governmental $1,118,295
Business-type $1,118,295
Due from fiduciary funds
Governmental $183

Interfund transfers in the governmental fund financial statements were as follows:

Fund In Out
General $ 238,831 $ 123,355
Sewer 20,929 -
Capital 60,280 73,637
WASAD - 49,503
Debt Service 141,417 19,492
Community Development - 195,470
Total $ 461.457 $ 461.457

In the government-wide statement of net assets, interfund receivables and payables of $85,626
between governmental activities were eliminated, leaving the balances shown above. In the
government-wide statement of activities, interfund transfers of $440,528 between governmental
activities were eliminated, leaving only the transfer of $20,929 from the governmental activities to the
sewer activity.

6.  Indebtedness
Bond Anticipation Notes

The City issues bond anticipation notes to temporarily finance capital improvements and other
authorized acquisitions before permanent, long-term financing is sought. A summary of the City’s
bond anticipation notes for the year ended December 31, 2006 is as follows:

Bond anticipation notes payable, beginning of year $ 2,678,600
Notes Issued 622,540
Notes redeemed _(2,678.600)

Bond anticipation notes payable, end of year $ 622,540
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006
NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

6. Indebtedness - Continued

A summary of the City’s outstanding bond anticipation notes follows:

Principal
Balance
Purpose Interest December 31,
Issue Date Due Date Rate 2006
South Broadway Construction 7/12/06 7/12/07 3.5% $ 360,140
and improvements . .
Interlaken Water System 9/05/06 7/12/07 3.8% 102,400
Water Disinfection Project 11/7/06 7/12/07 3.55% 125,000
Fire House Facade Project 12/12/06 7/12/07 3.8% 35,000
Total bond anticipation notes $§ 622.540

General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of
major capital facilities. On April 1, 2006, the City issued an $8,469,600, 30-year, general obligation
bond. Of this amount, $6,481,000 was issued to finance governmental activities, and $1,988,600
was issued to finance water activities.

A summary of the City’s general obligation serial bond transactions for the year ended December 31,
2006, is as follows:

Bonds payable, beginning of year $ 16,927,465
Bonds issued 8,469,600
Bonds retired (1,012.465)

Bonds payable, end of year $ 24.384.600

General obligation bonds are direct obligations of the City and are pledged by the full faith and credit
of the City. Generally, the City’s general obligation bonds are tax exempt for federal and New York
State income tax purposes. These bonds generally are issued as 20-year to 30-year serial bonds with
equal amounts of principal and interest maturing each year. General obligation bonds currently
outstanding for governmental and water activities are as follows:

Public Improvement Bonds Issue Date Maturity Rate 2006
Serial Bond, EFC 03/97 02/17 3.40% $ 2,380,000
Serial Bond, general obligation 07/93 03/13 4.75% 1,115,000
Serial Bond, general obligation 10/97 09/17 4.50% 1,445,000
Serial Bond, general obligation 06/00 06/14 5.12% 1,090,000
Serial Bond, general obligation 09/02 09/22 3.90% 1,740,000
Serial Bond, general obligation 04/04 02/34 4.00% 3,790,000
Serial Bond, general obligation 03/05 06/24 3.85% 4,355,000
Serial Bond, general obligation 04/06 04/35 4.25% 8.469.600
$ 24.384.600
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NOTES TO BASIC FINANCIAL STATEMENTS
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NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

6. Indebtedness - Continued

Annual debt service requirements to maturity for general obligation bonds are as follows:

Principal Interest Total

For the year ending December 31, 2007 $ 1,189,600 $ 1,035,755 § 2,225,355
2008 1,230,000 981,628 2,211,628

2009 1,280,000 925,577 2,205,577

2010 1,310,000 867,158 2,177,158

2011 , 1,255,000 806,943 2,061,943

For the years ending December 31, 2012 through 2016 5,455,000 3,197,856 8,652,856
2017 through 2021 3,840,000 2,221,384 6,061,384

2022 through 2026 3,370,000 1,451,355 4,821,355

2027 through 2031 2,900,000 849,813 3,749,813

2032 through 2035 2,555,000 206,950 2,761,950

Total $ 24,384,600 $ 12,544,419 § 36,929,019

Of the total outstanding indebtedness of the City in the sum of $24,384,600, $16,295,097 was subject
to the statutory debt limit and represented approximately 39% of the City’s $42,289,347 self-
imposed debt limit.

Special Assessment Debt

At December 31, 2006, the amount of special assessment debt outstanding for SAD and WASAD
was $108,739 and $610,429, respectively. These amounts are reflected in the governmental
activities statement of net assets and included in the schedules above.

Other Liabilities

Other liabilities shown in the past as part of long-term debt, but now shown in the government-wide
financial statements as current liabilities for compensated absences, include the following:

January 1, December 31,

2006 Additions Deletions 2006
Sick time $ 2,753,716  $ 297,799 § (262,320) § 2,789,195
Compensatory time 610,439 976,052 (996.737) 589.754

$ 3.364.155 $1.273.851 § (1.259.057) $ 3.378.949

7. Other Items
a. Risk Management

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; and natural disasters for which the government carries commercial
insurance. The General, Water, Sewer, and City Center Authority funds pay insurance
premiums.
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NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE C - DETAILED NOTES ON ALL FUNDS - Continued
7. Other Items - Continued
a. Risk Management - Continued

The City’s Safety Committee reviews potential areas of risk and develops safety policies. The
Safety Committee reviews, among other things, worker’s compensation trends to determine and
prevent causation of similar claims in future. The City belongs to the Saratoga County Worker’s
Compensation pool, and cases are reviewed and paid by Saratoga County. The City’s 2006
annual contribution to the worker’s compensation pool was $517,762.

b. Subsequent Events

On January 19, 2007, the City issued a Tax Anticipation Note for $2,600,000 at a rate of 3.8%.
The City paid the note in full on March 30, 2007. On February 8, 2007, the City issued a Tax
Anticipation Note for $2,000,000 at a rate of 3.8%. The City paid the note in full on April 9,
2007. On June 26, 2007, the City issued $9,228,760 in General Obligation Bonds to finance
several capital improvements.

c. Contingent Liabilities

The City is involved in certain suits and claims arising from a variety of sources. It is the opinion
of counsel and management that the liabilities that may arise from such actions would be covered
by the City’s insurance carrier or would not result in losses that would materially affect the
financial position of the City or the results of its operations.

d.  Other Postemployment Benefits

In addition to providing pension benefits (see e., below), the City provides health insurance
coverage benefits for retired employees. Substantially all of the City’s employees may become
eligible for these benefits if they reach normal retirement age while working for the City. The
City recognizes the cost of providing benefits by recording total costs as expenditures during the
year paid.

During the year, $1,548,014 was paid on behalf of 202 retirees.
e. Employee Retirement Systems and Pension Plan
1. Employee Retirement Systems Plan Description

The City participates in the New York State and Local Employees’ Retirement System
(ERS), the New York State and Local Police and Fire Retirement System (PFRS), and the
Public Employees’ Group Life Insurance Plan (GTLI) (collectively, the Systems). These are
cost sharing multi-employer retirement systems. The Systems provide retirement benefits as
well as death and disability benefits. Obligations of employers and employees to contribute
and benefits to employees are governed by the New York State Retirement and Social
Security Law (NYSRSSL). As set forth in the NYSRSSL, the Comptroller of the State of
New York (Comptroller) serves as sole trustee and administrative head of the Systems. The
Comptroller shall adopt and may amend rules and regulations for the administration and
transaction of the business of the Systems and for the custody and control of their funds. The
Systems issue a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the New
York State and Local Retirement Systems, 110 State Street, Albany, New York 12244.
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NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

7. Other Items - Continued

e.

Employee Retirement Systems and Pension Plan - Continued
1. Employee Retirement Systems Plan Description - Continued

On October 15, 2004, the City opted to provide certain benefits to firefighters for past
services under Section 384E of the PFRS plan. The total past service credit costs were
$1,078,728. The City opted to pay for this program over a ten-year term with interest starting
the third year at 8% per annum. In fiscal year ended December 31, 2006, the City recorded a
liability for the second of 10 installments, which did not include interest. The maturity
schedule for this debt is as follows:

Principal Interest Total

Payable February 1, 2007 $ 74,660 § 63,531 $ 138,191
Payable February 1, 2008 80,633 57,558 138,191
Payable February 1, 2009 87,084 51,107 138,191
Payable February 1, 2010 94,050 44,141 138,191
Payable February 1, 2011 101,574 36,617 138,191
Payable February 1, 2012 109,700 28,491 138,191
Payable February 1, 2013 118,476 19,715 138,191
Payable February 1, 2014 127,958 10,233 138,191

Totals $ 794,135 $§ 311393  $1.105.528

The unpaid principal balance of $794,135 at December 31, 2006, is included in the financial
statements as a non-current governmental liability, of which $74,660 is shown as due within
one year.

In December 2004, the City opted to amortize the allowable portions of the 2004 ERS and
PFRS retirement payment over a 10-year period. The principal amount amortized was
$395,308 for ERS plan and $654,365 for PFRS plan. The first principal and interest
payments were paid February 1, 2006, with interest at 5% per annum. The maturity
schedules for this debt are as follows:

ERS Amortization Principal Interest Total
Payable February 1, 2007 $ 33,000 $ 18,194 $ 51,194
Payable February 1, 2008 34,650 16,544 51,194
Payable February 1, 2009 36,383 14,811 51,194
Payable February 1, 2010 38,202 12,992 51,194
Payable February 1, 2011 40,112 11,082 51,194
Payable February 1, 2012 42,118 9,076 51,194
Payable February 1, 2013 44223 6,971 51,194
Payable February 1, 2014 46,435 4,759 51,194
Payable February 1, 2015 48.756 2.438 51,194

Totals $ 363.879 $ 96.867 $ 460.746
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NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

7. Other Iftems - Continued

e.

Employee Retirement Systems and Pension Plan - Continued

[. Employee Retirement Systems Plan Description - Continued

PFRS Amortization Principal Interest Total
Payable February 1, 2007 $ 54,626 $ 30,117 § 84,743
Payable February 1, 2008 57,358 27,385 84,743
Payable February 1, 2009 60,225 24,518 84,743
Payable February 1, 2010 63,237 21,506 84,743
Payable February 1, 2011 66,399 18,344 84,743
Payable February 1, 2012 69,718 15,025 84,743
Payable February 1, 2013 73,204 11,539 84,743
Payable February 1, 2014 76,865 7,878 84,743
Payable February 1, 2015 80,708 4,035 84.743

Totals $ 602.340 $ 160,347 $ 762.687

The unpaid principal balance of $966,219 at December 31, 2006, for the above amortizations
is included in the financial statements as a non-current governmental liability, of which
$87,626 is shown as due within one year.

In accordance with the labor agreements between the City and its police officers signed
October 27, 2006, the City is required to provide certain benefits to police personnel for past
services under Section 384E and 384EB of the PFRS plan. The total past service credit cost
was $2,700,004 and $351,235 for 384E and 384EB, respectively. The City plans to pay for
this program over a ten-year period with interest starting the second year at 8% per annum.
The first installment is due February 1, 2008, for the City’s 2007 fiscal year. The maturity
schedules for this debt are as follows:

384 E - Police

Principal Interest Total

Payable February 1, 2008 $ 372,574 $ - $ 372,574
Payable February 1, 2009 186,380 186,194 372,574
Payable February 1, 2010 201,290 171,284 372,574
Payable February 1, 2011 217,394 155,180 372,574
Payable February 1, 2012 34,785 137,789 372,574
Payable February 1, 2013 253,568 119,006 372,574
Payable February 1, 2014 273,853 98,721 372,574
Payable February 1, 2015 295,762 76,812 372,574
Payable February 1, 2016 319,422 53,152 372,574
Payable February 1, 2017 344,976 27,598 372,574

Totals $2.700.004 $1.025.736  $3.725.740
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NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

7. Other Items - Continued

e.

Employee Retirement Systems and Pension Plan - Continued

1. Employee Retirement Systems Plan Description - Continued

384 EB - Police

Principal Interest Total

Payable February 1, 2008 $ 48,467 3 - $ 48,467
Payable February 1, 2009 24,245 24,222 48,467
Payable February 1, 2010 26,185 22,282 48,467
Payable February 1, 2011 28,280 20,187 48,467
Payable February 1, 2012 30,542 17,925 48,467
Payable February 1, 2013 32,986 15,481 48,467
Payable February 1, 2014 35,625 12,842 48,467
Payable February 1, 2015 38,475 9,992 48,467
Payable February 1, 2016 41,553 6,914 48,467
Payable February 1, 2017 44.877 3.590 48.467

Totals $ 351,235 $133.435 $ 484.670

The unpaid principal balance of $3,051,239 at December 31, 2006, for the past service
retirement costs for police personnel is included in the government-wide statement of
activities as an expense of the Police activity, and in the statement of net assets as a non-
current governmental liability.

2. Employee Retirement Systems Funding Policy

The Systems are noncontributory except for employees who joined the ERS after July 27,
1976, who contribute 3% of their salary for the first ten years of membership. Under the
authority of the NYSRSSL, the Comptroller annually certifies the rates used in computing the
employers’ contributions. Each year, the Comptroller renders a billing to participating
employers requesting payment of amounts due in advance for the plan year April 1 to March
31. The NYSRSSL allows participating employers to pay their annual contributions on either
December 15 of the current year, or February 1 of the following year. The City elected to pay
their contribution billed in 2006 on or before February 1, 2007. The required contributions
for the current and two preceding years were:

2006 2005 004
ERS regular contribution $1,009,720 $ 952,050 $ 651,192
ERS 2004 amortization 51,507 51,194 -
PFRS regular contribution 1,384,097 1,282,961 615,147
PFRS 2004 amortization 85,261 84,743 -
PFRS Fire 384E 138,191 138,191 146.402
Totals $2.668.776  $2.509.139  $1.412.741
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NOTE C - DETAILED NOTES ON ALL FUNDS - Continued

7. Other Items - Continued

e. Employee Retirement Systems and Pension Plan - Continued

2. Employee Retirement Systems Funding Policy - Continued

Contributions made to the Systems were equal to 100 percent of the contributions required

for each year, less the applicable amortizations.

3. Local Pension Plan

Prior to joining the New York State Retirement Systems, the City had its own pension plan.
In 2006, there was one spouse of a retired employee still receiving benefits from the pension
plan. The expense is charged to the General Fund as incurred. No liability has been recorded
for future payments since the probability of paying the benefit in future years is unlikely.

f Labor Relations

The City has 310 employees covered by seven (7) bargaining units. The Police Chiefs’, Police
Lieutenants’, and Police Benevolent Association’s contracts expire on December 31, 2008. The
Fire Chiefs’ contract expires on December 31, 2008. The Firefighters’ contract expired on
December 31, 2006, and is currently under negotiation. The CSEA City Hall and CSEA Public

Works contracts expire on December 31, 2008.

NOTE D - PRIOR PERIOD ADJUSTMENTS

As indicated above, the City made certain prior period adjustments to correct net assets as of the
beginning of the year for capital assets not previously included. During 2006, the City also corrected
its method of revenue recognition for parking violation fines from an accrual basis to a cash basis,
since such fines were generally not measurable until actually received. The City also reclassified
capital project resources that pertained to the water activity, and transferred monies from the general
fund to a private purpose trust established to account for private donations received by the City for a

veterans’ memorial in Congress Park.

The following is a summary of the prior period adjustments made in the financial statements for the

year ended December 31, 2006:

Governmental

Business-type  Fiduciary

Description Fund Activities Activities Funds Total

Change in revenue recognition for parking violation fines General $ (537.431) § - 3 - $ (537431
Reclassify donations to a private purpose trust fund General - 35,674 -
Reclassify capital project resources to the water activity Capital Projects 414,836 - -
Recognize miscellaneous other transactions General - - 1,567
Recognize governmental capital assets not previously recorded General - 5,000
Recognize water capital assets not previously recorded Water 178,545 - 178,545

Total prior period adjustments $ (981374) § 593381 $§ 35674 $§ (352,319)

Page 45



CITY OF SARATOGA SPRINGS, NEW YORK

NOTES TO BASIC FINANCIAL STATEMENTS
December 31, 2006

NOTE E - ACCOUNTING STANDARDS NOT YET IMPLEMENTED

During June 2006, GASB issued Statement 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions (OPEB). This Statement establishes new
standards for the measurement, recognition, and display of OPEB expenses/expenditures and related
liabilities, note disclosures, and applicable supplementary information in the financial reports of state
and local government employers throughout the United States. When fully implemented, it will
require new information regarding current and long-term liabilities for postemployment healthcare
and other similar benefits. The City will be required to fully implement this standard in its fiscal year
beginning January 1, 2008.

During June 2006, GASB issued Statement 47, Accounting for Termination Benefits. This Statement
establishes new standards for the measurement, recognition, and display of voluntary termination
benefits (such as early-retirement incentives) and involuntary termination benefits (such as severance
benefits). When implemented, it may require new information regarding current and long-term
liabilities for applicable termination benefits. This statement was effective for the City as of January
1, 2006. The City, if necessary, will be required to implement this standard in the next fiscal year that
the transactions occur.

During May 2007, GASB issued Statement No. 50, Pension Disclosures, an amendment of GASB
Statements No. 25 and No. 27. This Statement more closely aligns the financial reporting
requirements for pensions with those for other postemployment benefits (OPEB) and enhances
information disclosed in notes to financial statements or presented as required supplementary
information by employers that provide pension benefits. This Statement amends GASB Statements
No. 25, Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for Defined
Contribution Plans, and No. 27, Accounting for Pensions by State and Local Governmental
Employers, to conform with requirements of Statements No. 43, Financial Reporting for
Postemployment Benefit Plans Other Than Pensions Plans, and No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions. This Statement is
effective for the City as of January 1, 2008.

During June 2007, GASB issued Statement No. 51, Accounting and Financial Reporting for
Intangible Assets, which establishes accounting and financial reporting requirements for intangible
assets in an effort to reduce inconsistencies in accounting and financial reporting of intangible assets.
This Statement is effective for the City as of January 1, 2010.

The City has not yet determined the financial effects of implementing the requirements of these
accounting standards.
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BOLLAM, SHEEDY, TORANI & CO. LLLP
Certified Public Accountants
Albany, New York

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON SUPPLEMENTAL INFORMATION

Mayor and Members of the City Council
City of Saratoga Springs, New York

Our audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole of the City of Saratoga Springs, New York, as of and for the year ended December 31, 2006,
which are presented in the preceding section of this report. The supplemental information listed in the
Contents of this report is presented for purposes of additional analysis and is not a required part of the
basic financial statements. Such information has been subjected to the audit procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Bowttam _S’/{ﬂ,ca/—f”"m' TG ey

Albany, New York
September 24, 2007

An Independent Member of the RSM McGladrey Network
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Pension Plans

The City participates in the New York State and Local Employees’ Retirement System (ERS), the New
York State and Local Police and Fire Retirement System (PFRS), and the Public Employees Group Life
Insurance Plan (Systems). These are cost-sharing multiple-employer retirement systems. The
Comptroller of the State of New York serves as the sole trustee and administrative head of the Systems.
Funding for the Systems is identified in the notes to the financial statements.

Prior to joining the Systems, the City had its own pension plan. In 2006, there was one spouse of a
retired employee still receiving benefit from the pension plan. The expense is charged to the general
fund as incurred. No liability has been recorded for future payments since the probability of paying the
benefit in future years is unlikely.

Non-Major Governmental Funds

The City maintains three Special Revenue Funds that are not considered major governmental funds.
These non-major special revenue funds include the following:

e Special Grant Fund is used to account for federally funded community development block grants,
revolving loan funds and other federally funded programs.

e Downtown Special Assessment District (SAD) was created to make improvements in the
boundaries of the district and is funded through a special assessment on the property owners in
the district.

o West Avenue Special Assessment District (WASAD) was created to make improvements in the
boundaries of the district and is funded through a special assessment on the property owners in
the district.

The following are financial statements for these non-major governmental funds:
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BALANCE SHEET - NON-MAJOR GOVERNMENT FUNDS

ASSETS
Cash and cash equivalents
Receivables from other governments
Other receivables, net of uncollectibles
Restricted assets
Cash and cash equivalents, special reserves

Total assets

LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable and accrued liabilities
Due to other funds
Due to other governments
Deferred revenue
Total liabilities

Fund balances
Reserved for
Encumbrances
Other purposes
Unreserved
Unappropriated
Total fund balances

Total liabilities and fund balances

December 31, 2006
Downtown West Avenue
Special Special
Special Assessment Assessment

Grant District District Total
$ 357,336 $ 178,821 $ 42212 $§ 578,369
75,884 - - 75,884
178,874 - - 178,874
- 1,923 - 1,923
$ 612,094 $ 180,744 § 42,212 § 835,050
$ 75,884 $ - % - $ 75,884
6 - - 6
22,223 - - 22,223
178,874 - - 178,874
276,987 - - 276,987
9,924 - - 9,924
- 1,923 - 1,923
325,183 178,821 42,212 546,216
335,107 180,744 42,212 558,063
$ 612,094 $ 180,744 $ 42,212 § 835,050

See Report of Independent Certified Public Accountants on Supplemental Information.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES -
NON-MAJOR GOVERNMENTAL FUNDS

Year Ended December 31, 2006

REVENUES
Real property taxes
Departmental income
Use of money and property
Federal aid '
Total revenues

EXPENDITURES

Current
General government support

Other general government support
Economic opportunity and development
Home and community service
Debt service’

Principal

Interest

Total expenditures

OTHER FINANCING SOURCES (USES)
Interfund transfers out

Net change in fund balances

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Downtown West Avenue

Special Special
Special Assessment  Assessment
Grant District District Total
$ - § 74,000 $ 51,787  $125,787
78,311 - - 78,311
21,139 3,061 454 24,654
759,282 - - 759,282
858,732 77,061 52,241 988,034
- - 5,490 5,490
- 40,179 - 40,179
651,998 - - 651,998
- 10,475 - 10,475
- 5,841 - 5,841
651,998 56,495 5,490 713,983
(195,470) - (49,503)  _(244,973)
11,264 20,566 (2,752) 29,078
323,843 160,178 44,964 528,985
$ 335,107 $ 180,744 $ 42,212  $ 558,063

See Report of Independent Certified Public Accountants on Supplemental Information.
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