STATEMENT OF SELECTED FINANCIAL
AND OPERATING INFORMATION

CITY OF DUNKIRK

CHAUTAUQUA COUNTY, NEW YORK

DATED: OCTOBER 17, 2011

Prepared with the Assistance of:
MUNICIPAL SOLUTIONS, INC.
83Myrtle St., LeRoy, NY 14482
2528 State Route 21, Canandaigua, NY 14424
www.municipalsolution.com



http://www.municipalsolution.com/

CITY OF DUNKIRK
CHAUTAUQUA COUNTY, NEW YORK

342 Central Avenue
Dunkirk, New York 14048
Telephone: 716-366-9863

Fax: 716-363-0058

www.cityofdunkirk.com

Richard L. Frey, Mayor

COMMON COUNCIL OF THE CITY

Anthony Dolce Michael Michalski
Rose Floramo Kevin Muldowney
Stacy Szukala
* k%

James Curtin, Fiscal Affairs Officer
Mark Woods, City Treasurer
Thomas Mleczko, City Clerk/Assessor

* * *

BOND COUNSEL
Hodgson Russ LLP
The Guaranty Building

140 Pearl Street, Suite 100
Buffalo, New York 14202

* k% %

FINANCIAL ADVISOR

MUNICIPAL SOLUTIONS, INC.
Municipal Financial Advisory Service

83 Myrtle Street 2528 State Route 21

LeRoy, New York 14482 Canandaigua, New York 14424
Phone: 585-768-2136 Phone: 585-394-4090

Fax: 585-768-2133 Fax: 585-394-4092

E-mail: yharris@municipalsolution.com
Website: http://www.municipalsolution.com



http://www.cityofdunkirk.com/
http://www.municipalsolution.com/

THE CITY
General Information

The City, incorporated in 1880, is located in the northwest corner of Chautauqua County, about 45 miles south of
the City of Buffalo. With a land area of 4.6 square miles, the City serves as the regional economic center for the
northwest section of Chautauqua County and the southwest section of Cattaraugus County. Pursuant to the 2010 U.S.
census the City has a population of 12,563.

The City provides the following basic services: garbage and rubbish collection, police and fire protection, recreation
programming for youths and adults, maintenance of parks, beaches and boat launches, maintenance of streets, street
lighting, water and sewer lines, a regional water filtration plant and sewage treatment facilities.

SUNY College at Fredonia and a branch of Jamestown Community College are located in close proximity to the
City, providing extensive undergraduate and graduate degree programs. A number of major universities and colleges are
located within one hour of the City including: SUNY at Buffalo, Buffalo State College and Canisius College, located in
Buffalo, N.Y. and Gannon University and Mercyhurst College located in Erie, Pa.

Transportation facilities are furnished by bus and railroad lines, the New York State Thruway and New York State
Routes 5 and 20.

Source: City Officials
Governmental Organization

One independently governed school district is located mostly within the City which relies on its own taxing power
granted by the State to raise revenues.

Subject to the provisions of the State Constitution, the City operates pursuant to the City Charter and in accordance
with other laws governing the City, including the General City Law, the General Municipal Law and the Local Finance
Law, generally to the extent that such laws are applicable to a City operating under a charter form of government.

The Common Council of the City is the legislative and policy-making body of the City, consisting of five
Councilmen.

The Councilmen are elected for two-year terms and the Mayor is elected for a four-year term with the elections
being held on odd-numbered years. The Council meets twice a month to consider all matters brought to its attention by
individual Council members, the Mayor and the public. It also meets in special sessions or conferences, as required, to
deliberate on any matters affecting operational and developmental policies of the City.

The Mayor is responsible for the proper administration of all City affairs. The Mayor appoints all non-elective
offices of the City subject to Council approval.

The City Treasurer is responsible for collecting and depositing all City receipts, including the preparation of City
tax bills. The City Assessor prepares the City assessment roll and assists the City Treasurer. School taxes for the City
School District of the City of Dunkirk, an independently governed and operated entity, are collected by such school
district.

Source: City Officials
Employees

The City provides services through approximately 148 full-time employees and 50 part-time, some of whom are
represented by organized labor, as follows:

Unions Contract Expiration Date
AFSCME, Local 912 12-31-11
Dunkirk Professional Firefighters Assoc., Inc. Local 616 12-31-13
Dunkirk Police Benevolent Assoc. 12-31-11

Local 2693 C.O.D. 12-31-10*

Source: City Officials
Note: * Currently under negotiation



DEMOGRAPHIC AND STATISTICAL INFORMATION

The following tables present certain comparative demographic and statistical information regarding the City, the
County, the State and the United States.

Population
Year City of Dunkirk Chautaugua County  New York State United States
1990 13,989 141,895 17,990,455 249,632,692
2000 13,131 139,750 18,976,457 281,421,906
2010 12,563 133,503 19,541,453 307,006,550

Source: US Census Bureau

Median Household Income

Year City of Dunkirk Chautaugua County New York State United States
1990 $20,742 $24,183 $32,965 $30,056
2000 28,313 33,458 43,393 41,994

Source: US Census Bureau

Selected Listing of Larger Employers
Estimated No.

Name Type of Employees
Cliffstar Corp. Commercial/Food Processor 600
Brooks Hospital Health Care 430
Field Brook Farms Commercial/Food Processor 425
Dunkirk Public Schools School 386
Carriage House Companies Commercial/Food Processor 200
City of Dunkirk Municipal 198
Lakeside Warehouse Commercial 165
Dunkirk Power LLC Utility 156
ECR International Industrial 130
Special Metals Industrial 110
Empire Specialty Steel Industrial 100

Source: City Officials



INDEBTEDNESS OF THE CITY

Details of Short-Term Indebtedness Outstanding

As of the date of this Official Statement, the City has the following outstanding short-term indebtedness:

Type  Maturity

Purpose

BAN 11-10-11
BAN 11-10-11
BAN 11-10-11
BAN 03-29-12

Water System Equipment
Water System Equipment

Construction of Boardwalk Market Building

City Water System

Amount
$975,000
325,000

700,000

6,300,000
Total _ $8,300,000

Source: Note Records of the City

Notes: 1 To be redeemed and renewed in part with proceeds of the Notes dated November 1,
2011 and $30,000 of available funds of the City.

2 To be redeemed in full with proceeds of the Bonds dated November 10, 2011 and

$50,000 of available funds of the City.

Revenue and Tax Anticipation Notes

The City has not found it necessary to borrow in anticipation of taxes and revenues in recent years, nor does it
anticipate such borrowing in the near future.

Status of Outstanding Bond Issues

Year of Issue: 11/12/1992* 8/15/1993 7/26/2001
Amount of Issue: $5,545,000 $3,740,000 $725,364
Purpose: Sewage Treatment Plant Various Projects Water Treatment Plant
Last Maturity: 2/16/2013 5/15/2011 11/15/2011
Interest Rate/Instrument: Various - Ref. EFC SB Various - Ref. SB Various - EFC SB
Balance Principal 12/31/10: $975,000 $150,000 $80,000
Fiscal Year
Ending December 31: Principal Interest Principal Interest Principal Interest
2011 $320,000 *  $44,982 $150,000 *  $3,900 $80,000 $1,734
2012 325,000 26,280
2013 330,000 8,156
Totals: $975,000 79,418 $150,000 $3,900 $80,000 $1,734

Notes: ' Refunded in 2002 with NYS Environmental Facilities Corporation (EFC) serial bonds.

* Principal payment made prior to this Statement dated October 17, 2011.



Status of Outstanding Bond Issues

Year of Issue: 9/1/2008 5/4/2010
Amount of Issue: $4,539,000 $280,000
Purpose: Sewer Reconstruction Sewage Treatment Plant
Last Maturity: 5/1/2033 5/1/2015
Interest Rate/Instrument: Various - SB 2.69% - SB
Balance Principal 12/31/10: $4,225,000 $280,000
Fiscal Year
Ending December 31.: Principal Interest Principal Interest
2011 $160,000 * $183,088 $50,000 * $10,563
2012 160,000 176,288 55,000 5,447
2013 165,000 169,381 55,000 3,968
2014 165,000 162,369 60,000 2,421
2015 165,000 155,356 60,000 807
2016 165,000 148,344
2017 165,000 141,331
2018 165,000 134,319
2019 175,000 126,984
2020 180,000 119,219
2021 185,000 111,234
2022 195,000 102,922
2023 190,000 94,500
2024 195,000 86,078
2025 195,000 77,547
2026 195,000 69,016
2027 195,000 60,363
2028 200,000 51,475
2029 200,000 42,475
2030 200,000 33,350
2031 200,000 24,100
2032 205,000 14,606
2033 205,000 4,869
Totals: $4,225,000 $2,289,214 $280,000 $23,206

Note: * Principal payment made prior to this Statement dated October 17, 2011.



Total Annual Bond Principal and Interest Due

Total

Principal Interest Debt Service % Paid
2011 $760,000 $244,267 $1,004,267 13.31%
2012 540,000 208,015 748,015 22.77%
2013 550,000 181,505 731,505 32.40%
2014 225,000 164,790 389,790 36.34%
2015 225,000 156,163 381,163 40.28%
2016 165,000 148,344 313,344 43.17%
2017 165,000 141,331 306,331 46.06%
2018 165,000 134,319 299,319 48.95%
2019 175,000 126,984 301,984 52.01%
2020 180,000 119,219 299,219 55.17%
2021 185,000 111,234 296,234 58.41%
2022 195,000 102,922 297,922 61.82%
2023 190,000 94,500 284,500 65.15%
2024 195,000 86,078 281,078 68.56%
2025 195,000 77,547 272,547 71.98%
2026 195,000 69,016 264,016 75.39%
2027 195,000 60,363 255,363 78.81%
2028 200,000 51,475 251,475 82.31%
2029 200,000 42,475 242,475 85.81%
2030 200,000 33,350 233,350 89.32%
2031 200,000 24,100 224,100 92.82%
2032 205,000 14,606 219,606 96.41%
2033 205,000 4,869 209,869 100.00%
Totals: $5,710,000 $2,397,472 $8,107,472

Source: Bond Records of the City

Other Obligations

As of the date of this Statement, the City does not have any outstanding installment purchase debt or energy
performance contracts.

Trend of Outstanding Debt
Fiscal Year Ending December 31:

2006 2007 2008 2009 2010

Bonds $4,480,000 $3,550,000 $7,154,000 $6,135,000 $5,710,000
Bond Anticipation Notes 4,850,000 5,675,000 927,260 1,650,000 5,100,000
Total Debt Outstanding $9,330,000 $9,225,000 $8,081,260 $7,785,000 $10,810,000

Source: Audited Financial Reports and Note and Bond Records of the City



Computation of Debt Limit and Calculation of Net Debt Contracting Margin
(As of October 17, 2011)

State
Assessed Equalization
Fiscal Year Ending December 31: Valuation Ratio Full Valuation
2007 $280,666,405 97.00% $289,346,809
2008 493,517,024 95.00% 519,491,604
2009 280,627,251 94.00% 298,539,629
2010 278,697,839 89.50% 311,394,234
20111t 276,861,392 89.50% 309,342,337
Total Five Year Full Valuation $1,610,369,911 $1,728,114,613
Average Five Year Full Valuation $345,622,923
Debt Limit - 7% of Average Full Valuation $24,193,605
Inclusions:
Outstanding Bonds $5,030,000
Bond Anticipation Notes 8,300,000
Total Inclusions $13,330,000
Exclusions:
Water Indebtedness 2 $7,680,000
Budgeted Appropriations 2 50,000
Sewer Indebtedness ® 4,295,000
Total Exclusions $12,025,000
Total Net Indebtedness * $1,305,000
Net Debt-Contracting Margin $22,888,605

Notes: * The latest completed assessment roll for which a State Equalization Rate has been established.

2 Water indebtedness and budgeted appropriations are automatically excluded pursuant to
provisions of Article VIII, Section 5B of the New York State Constitution and Section 136.00 of
the Local Finance Law.

% Excluded pursuant to a certificate issued by the Comptroller of the State of New York on
September 22, 2008 in accordance with Section 124.1 of the Local Finance Law.

* Represents 5.39% of the City's Debt Limit.

Authorized and Unissued Indebtedness

As of the date of this Statement the City has the following authorized but unissued indebtedness:

Date of Amount

Authorization Purpose Un-Issued
07/02/02 Reconstruction of, and Construction of Additions to the

City-Owned and Operated Wastewater Treatment Plant $1,720,000

07/02/07 Construction of Boardwalk Market Building 25,000

Total:  $1,745,000

Source: City Officials



Calculation of Estimated Overlapping and Underlying Indebtedness

Estimated
Date Applicable Applicable  Full Value of Total Full % Applicable
Overlapping of Total Net City in Value of Within  Overlapping
Units Report Indebtedness Exclusions' Indebtedness Municipality ~ Municipality City Debt

County:

Chautauqua 2010  $50,227,565 $96,000 $50,131,565 $309,342,337 $6,668,314,809 4.64%  $2,325,597
School

District:

Dunkirk City 2010 4,852,884 4,610,240 242,644 309,342,337 466,411,948 66.32% 160,931
Total Net Overlapping Debt: $2,486,528
Total Net Direct Debt: 1,305,000
Net Direct and Overlapping Debt: $3,791,528

Sources: Annual Reports of the respective units for the most recently completed fiscal year on file with the Office of the State
Comptroller or more recently published official statements.

Note: ! Exclusions consist of indebtedness deductible from gross indebtedness for debt limit purposes pursuant to constitutional and
statutory provisions (including State building aid, water and sewer debt and revenue and tax anticipation notes.

FINANCES OF THE CITY
Financial Statements and Accounting Procedures

The City maintains its financial records in accordance with the Uniform System of Accounts for Cities prescribed
by the State Comptroller. The financial records of the City are audited by independent accountants. The last such audit
made available for public inspection covers the fiscal year ended December 31, 2010. In addition, the financial affairs of
the City are subject to periodic compliance review by the Office of the State Comptroller to ascertain whether the City
has complied with the requirements of various state and federal statutes.

In June, 1999, the Governmental Accounting Standards Board (“GASB”) issued Statement 34, “Basic Financial
Statements and Management’s Discussions and Analysis for State and Local Governments”. This Statement establishes
new financial reporting requirements for state and local governments throughout the United States. Statement 34 requires
new information and restructured much of the information that governments had presented in the past. Comparability
with reports issued in all prior years will be affected. GASB required the City to implement this standard for the fiscal
year ending December 31, 2003. The City has complied with the requirements of GASB Statement 34.

The Statements of Revenues, Expenditures and Changes in Fund Balances presented in Appendix A of this Official
Statement are based on the audited financial reports of the City for the 2006-2010 fiscal years.

Fund Structure and Accounts

The City utilizes fund accounting to record and report its various service activities. A fund represents both a legal
and an accounting entity which segregates the transactions of specific programs in accordance with special regulations,
restrictions or limitations.

There are three basic fund types: (1) governmental funds that are used to account for basic services and capital
projects; (2) proprietary funds that account for operations of a commercial nature; and, (3) fiduciary funds that account
for assets held in a trustee capacity. Account groups, which do not represent funds, are used to record fixed assets and
long-term obligations that are not accounted for in a specific fund.

The City presently maintains the following four major governmental funds: General Fund, Sewer Fund, Water
Fund, Special Grants Fund, and the Capital Projects Fund. Fiduciary funds consist of a Trust and Agency Fund. Account
groups are maintained for fixed assets and long-term debt.



Basis of Accounting

The City’s governmental funds are accounted for on a modified accrual basis of accounting. Under the modified
accrual basis, revenues are recognized when they become susceptible to accrual — that is, when they become
“measurable” and “available” to finance expenditures to the current period. Revenues are susceptible to accrual include
real property taxes, intergovernmental revenues (State and Federal aid) and operating transfers.

Expenditures are generally recognized under the modified accrual basis of accounting, that is when the related fund
liability is incurred. An exception to this general rule is un-matured interest on general long-term debt which is
recognized when due. Compensated absences, such as vacation and sick leave, which vests or accumulates, are charged
as an expenditure when paid.

Financial Operations

Subject to the New York State Constitution, the City operates pursuant to its Charter and the City Code, as well as
various local laws. Additionally, certain New York State laws govern the City to the extent that such laws are applicable
to cities operating under a charter form of government. The City of Dunkirk Common Council is the legislative body
responsible for overall operations, the Mayor serves as chief executive officer. The Common Council, as a whole, serves
as the finance board of the City and is responsible for authorizing, by resolution, all material financial transactions such
as operating and capital budgets and bonded debt. The City Treasurer functions as the chief fiscal officer of the City.

City finances are operated primarily through the General, Water and Wastewater Treatment Funds. The primary
sources of income for the Water and Wastewater Funds come from user fees assessed against users based upon
consumption of water and sewer services utilized. Capital projects and equipment purchases are accounted for in special
capital project funds.

The City observes a calendar year (January 1 through December 31) for operating and reporting purposes.

Expenditures

The major categories of expenditure for the City are General Government Support, Public Safety, Transportation,
Home and Community Services, Employee Benefits and Debt Service. A summary of the expenditures for the five most
recently completed fiscal years and the adopted budget for fiscal year ending December 31, 2011 may be found in the
attached Appendix A — Financial Information.

Employee Pension Benefits

Substantially all employees of the City are members of the New York State and Local Employees' Retirement
System ("ERS") or the New York State Local Police and Fire Retirement System ("PFRS"). (Both Systems are referred
to together hereinafter as the "Retirement Systems" where appropriate.) The ERS and PFRS together are generally also
known as the "Common Retirement Fund." The Retirement Systems are cost-sharing multiple public employer
retirement systems. The obligation of employers and employees to contribute and the benefit to employees are governed
by the New York State Retirement System and Social Security Law (the "Retirement System Law"). The Retirement
Systems offer a wide range of plans and benefits which are related to years of service and final average salary, vesting of
retirement benefits, death and disability benefits and optional methods of benefit payments. All benefits generally vest
after five years of credited service. The Retirement System Law generally provides that all participating employers in
each retirement system are jointly and severally liable for any unfunded amounts. Such amounts are collected through
annual billings to all participating employers.

Generally, all employees, except certain part-time employees, participate in the Retirement Systems. The
Retirement Systems are non-contributory with respect to members hired prior to July 27, 1976. All members of the ERS
hired on or after July 27, 1976 must contribute 3% of gross annual salary, for the first ten years of service, toward the
cost of retirement programs.



The following schedule reflects the City’s contribution to the ERS and PFRS for the last five fiscal years and the
amount budgeted for fiscal year 2011:

Fiscal Year Ending December 31: ERS PFRS
Budgeted 2011 $741,304  $958,924

2010 525,594 837,176

2009 332,420 619,310

2008 384,309 675,524

2007 416,994 726,739

2006 404,886 625,476

The City is current with all required payments to the New York State Retirement System.

Other Post-Employment Benefits

It should be noted that the City provides post-employment healthcare benefits to various categories of former
employees. These costs are expected to rise substantially in the future.

GASB 45 and OPEB. OPEB refers to “other post-employment benefits,” and refers to benefits other than pension
benefits. OPEB consists primarily of health care benefits, and may include other benefits such as disability benefits and
life insurance. Before GASB 45, OPEB costs were generally accounted for and managed on a pay-as-you-go basis and
had not been reported as a liability on the government’s financial statements.

GASB Statement No. 45 (“GASB 45”) of the Governmental Accounting Standards Board (“GASB”), requires state
and local governments to account for and report their costs associated with post-retirement benefits and other non-
pension benefits (“OPEB”), as it accounts for vested pension benefits. OPEB consists primarily of health care benefits,
and may include other benefits such as disability benefits and life insurance.

GASB 45 requires municipalities and school districts to account for OPEB liabilities similar to pension liabilities. It
will require them to adopt the actuarial methodologies used for pensions, with adjustments for the different
characteristics of OPEB and the fact that most municipalities and school districts have not set aside any funds against this
liability. Unlike GASB Statement No. 27, which covers accounting for pensions, GASB 45 does not require
municipalities or school districts to report a net OPEB obligation at the start.

Under GASB 45, based on actuarial valuation, an annual required contribution (“ARC”) will be determined for each
municipality or school district. The ARC is the sum of (a) the normal cost for the year (the present value of future
benefits being earned by current employees) plus (b) amortization of the unfunded accrued liability (benefits already
earned by current and former employees but not yet provided for), using an amortization period of not more than 30
years. If a municipality or school district contributes an amount less than the ARC, a net OPEB obligation will result,
which is required to be recorded as a liability on its financial statements.

GASB 45 does not require that the unfunded liability actually be amortized nor that it be advance funded, only that
the municipality or school district account for its unfunded accrued liability and its compliance in meeting its ARC. The
City is in compliance with the requirements of GASB 45, and the numbers are recorded in the City’s financial statements
for the fiscal year ending 2010.

The City’s annual required contribution, the percentage of costs contributed and the net OPEB obligation for fiscal
year ending December 31, 2009 and 2010 are as follows:

Fiscal Year Ending Percentage of Annual
December 31: Annual Required Obligation OPEB Costs Contributed Net OPEB Obligation
2009 $23,654 96.27% $1,963
2010 22,240 102.39% 1,431

10



As of July 1, 2010, the actuarial accrued liability for future benefits was $202,616, all of which is unfunded.

Actuarial valuation will be required every two years for OPEB plans with more than 200 members, every three

years if there are less than 200 members.

Additional information about GASB 45 and other accounting rules applicable to municipalities and school districts

may be obtained from GASB.

REAL PROPERTY TAX INFORMATION

Real Property Taxes

The City derives a significant portion of its annual revenue through a direct real property tax. The following table
presents the total tax levy tax rates and collection performance for each of the last five fiscal years and the 2010 fiscal

year.
Summary of Tax Levies, Collections and Rates
Percent  Balance Paid Percent

Amount Collected  Collected by by County  Received by Tax Rate

Fiscal Year Tax Levy for by the City City Through Priorto  City Prior to per $1,000
Ending December 31:  City Purposes Through July 31: July 31: December 31: December 31: Assessed Value
2006 $4,426,081 $3,886,906 87.82% $539,173 100.00% $15.88
2007 4,458,144 3,830,342 85.92% 627,802 100.00% 15.88
2008 7,837,028 7,445,716 95.01% 391,312 100.00% 15.88
2009 4,596,674 3,955,703 86.06% 640,971 100.00% 16.38
2010 4,565,071 4,026,741 88.21% 538,330 100.00% 16.38

Source: City Officials

Tax Collection Procedure

Tax payments are due during the month of April. Penalties thereafter are imposed at an annual rate determined by
the New York State Commissioner of Taxation and Finance. The City collects its own taxes and is responsible for the
collection of delinquent taxes to a time determined by the County (usually the first week of August), when the County
assumes and guarantees the collection of delinquent City and school taxes. The City does not budget a reserve for
uncollected taxes.

Tax Levy Limit Law

On June 24, 2011, the State Senate and the State Assembly both enacted, and Governor Andrew Cuomo signed (as
Chapter 97 of the 2011 Laws of the State), significant and complex legislation relating to real property tax levies, rent
regulation, exemption from local taxation and mandate relief (the “Legislation”). Part A of the Legislation amends the
General Municipal Law and the Education Law in order to impose a limit upon real property tax levies by local
governments (excluding the City of New York and the counties contained therein) and almost all school districts in the
State (the “Tax Levy Limit Law™).

The City is subject to the new Legislation, with the Tax Levy Limit Law first applying to the City’s budget for its
2012 fiscal year. The Tax Levy Limit Law will restrict, among other things, the amount of real property taxes that may
be levied by or on behalf of the City in a particular year. Under the Legislation, the tax levy of the City may not increase
by more than the lesser of (i) two percent (2%) or (ii) the annual increase in a designated measure of the consumer price
index (“CPI”) over the amount of the City’s prior year’s tax levy. The exceptions for a tax levy above two percent or the
CPl increase are (i) funds needed to pay judgments arising out of tort actions that exceed 5% of the total tax levied by the
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City in the prior fiscal year and (ii) required pension payments (but only that portion of such payments attributable to the
average actuarial contribution rate exceeding two percentage points).

The Tax Levy Limit Law also allows for growth in the City’s tax levy due to physical and quantitative changes in
the City. If the City does not levy an amount up to the cap in any one year, it would be allowed to carry over unused tax
levy capacity into future years. However, this carryover levy capacity may not be used to increase its tax levy by more
than an additional 1.5 percent above the cap in any single year. If the City’s actual tax levy exceeds its authorized levy
due to clerical or technical errors, the erroneous excess levy must be placed in reserve to offset the levy for the next
budget year.

The City may adopt a budget that requires a tax levy that exceeds the tax levy limit for a given fiscal year, but only
if the City’s Common Council first adopts, by a vote of 60% of the total voting power of such body, a local law to
override such limit for that particular fiscal year only.

It is reasonably certain that the Legislation will come under legal challenge alleging that the Legislation violates
several provisions of Article VIII of the New York State Constitution. Although the Constitution recognizes the power
of the State Legislature to restrict local government taxation of property, it also expressly states that “the legislature shall
not, however, restrict the power to levy taxes on real estate for the payment of interest on or principal of indebtedness
theretofore contracted.” Although New York courts (including the State’s highest court—the Court of Appeals) have
traditionally been very protective of the rights of the holders of municipal debt obligations, the outcome of any such legal
challenge cannot be predicted.

Prospective investors in the Bonds are encouraged to consult with their own legal and tax advisors and review the
provisions of the Tax Levy Limit Law in its entirety.

Constitutional Tax Limit

The Constitution limits the amount that may be raised by the City via and ad valorem tax levy on real estate in any
fiscal year to two per centum (2%) of the five-year average full valuation of taxable real estate of the City plus (1) the
amounts required for principal and interest on all capital indebtedness, and (2) current appropriations for certain capital
purposes. The tax limit for the City for the 2011 fiscal year is as follows:

Five Year Average Full Valuation $345,622,923
Tax Limit: (2%) 6,912,458
Total Tax Levy - General City Purposes 4,665,567
Less Total Exclusions 1,052,234
Tax Levy Subject to Tax Limit 3,613,333
Constitutional Tax Margin 3,299,125
Percentage of Tax Limit Exhausted 52.27%

Source: City of Dunkirk NYS Comptroller Tax Margin Worksheet for the fiscal
year ended December 31, 2011.
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Ten Largest Taxpayers
2010 Assessment Roll for 2011 Taxes

Estimated
Name Type Full Valuation
Dunkirk Power LLC* Utility $226,335,830
National Grid Utility 14,014,609
Cliffstar Corp. Industrial 8,152,886
National Fuel Gas Distribution Corp.  Ultility 4,707,569
D&F Stations, Inc. Commercial 3,941,700
Fieldbrook Realty Industrial 3,508,927
Dunkirk Acquisition LLC Industrial 3,354,718
Graf Realty, Inc. Commercial 2,857,207
CsSX Railroad 2,609,504
Verizon Utility 2,501,678
Red Wing Industrial 1,915,754

Total $273,900,382

Note: * The Company and the Chautauqua County Industrial Development
Agency executed a PILOT agreement on April 25, 2008 removing the
property from the taxable rolls for a period of 20 years and obligating the
company to a corresponding series of payments in lieu of taxes.

2 Represents 88.54% of the City's 2011 Full Valuation of $309,342,337
LITIGATION

In common with other local governments and school districts, the City from time to time receives notices of claim and is
party to litigation. In the opinion of the City, after consultation with its attorney, unless otherwise set forth herein and apart
from matters provided for by applicable insurance coverage, there are no significant claims or actions pending in which the
City has not asserted a substantial and adequate defense, nor which if determined against the City, would have an adverse
material effect on the financial condition of the City.

There is no action, suit, proceedings or investigation, at law or in equity, before or by any court, public board or body
pending or, to the best knowledge of the City, threatened against or affecting the City to restrain or enjoin the issuance, sale
or delivery of the Notes or the levy and collection of taxes or assessments to pay same, or in any way contesting or affecting
the validity of the Notes or any proceedings or authority of the City taken with respect to the authorization, issuance or sale
of the Notes or contesting the corporate existence or boundaries of the City.

Source: City Officials
FINANCIAL ADVISOR

Municipal Solutions, Inc. has assisted the City as financial advisor in the preparation of this Statement.
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ADDITIONAL INFORMATION

Additional information may be obtained upon request from the office of the City Treasurer, 342 Central Avenue,
Dunkirk, NY 14048, Telephone: 716-366-9863 or from the office of Municipal Solutions, Inc., 2528 State Route 21,
Canandaigua, New York 14424, telephone number 585-394-4090, fax number 585-394-4092, and website at:

http://www.municipalsolution.com.

October 17, 2011 Mark Woods
Dunkirk, New York City Treasurer and Chief Fiscal Officer

EE SR S S I S R S S S S R S S

Additional copies of the Notice of Sale and Statement of Selected Financial and Operation Information may be
obtained upon request from the office of Municipal Solutions, Inc., 2528 State Route 21,
Canandaigua, New York 14424, telephone (585) 394-4090.
Website: www.municipalsolution.com
14



http://www.municipalsolution.com/
http://www.municipalsolution.com/

APPENDIX A

FINANCIAL INFORMATION



Statement of Revenues, Expenditures and Changes in Fund Balances
General Fund - City of Dunkirk

Revenues:
Real Property Taxes
Sales Tax
Property Tax Items
Non-Property Tax Items
Departmental Income
Intergovernmental Charges
Use of Money & Property
Licenses and Permits
Fines and Forfeitures

Sale of Property & Comp for Loss

Miscellaneous
State Aid
Federal Aid
Total Revenues:

Expenditures:
General Government Support
Public Safety
Transportation
Economic Assistance
Culture and Recreation
Home and Community Services
Employee Benefits
Debt Service
Total Expenditures:

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out

Total Other Fin. Sources (Uses):

Excess (Deficiency) of Revenues & Other

Sources Over Exp and Other Uses
Fund Balance Beginning of Year
Fund Balance End of Year

Fiscal Year Ending December 31:

2006 2007 2008 2009 2010
$4,426,682 $4,458,144 $7,837,383 $4,594,600 $4,560,453
2,098,659 2,084,317 2,130,838 2,156,765 2,223,014
3,074,368 3,089,407 223,569 3,247,545 3,272,448
342,146 387,277 302,404 368,158 353,768
871,370 878,197 933,632 910,208 898,796
365,401 352,535 434,918 454,471 538,235
159,023 177,376 79,154 40,223 30,712
30,406 27,905 30,887 30,901 35,255
145,609 156,040 145,933 149,140 125,513
37,499 107,292 12,925 34,936 2,553
559,274 233,416 300,833 254,001 163,553
1,845,398 2,325,322 2,201,231 1,904,530 2,404,464
36,908 0 224,071 21,574 2,769
$13,092,743  $14,277,228  $14.857,778  $14,167,142  $14,611,533
$1,843,638 $1,865,359 $2,026,843 $1,874,300 $1,862,060
4,696,880 4,836,435 5,255,026 5,135,227 5,243,311
1,432,180 1,666,333 1,540,517 1,451,890 1,539,587
45,110 49,727 49,603 44,018 45,486
794,816 825,616 865,491 961,249 705,951
804,756 843,211 899,561 834,205 768,549
2,821,992 3,001,229 3,116,516 3,316,584 3,885,795
325,719 308,288 291,037 234,742 144,883
$12,765091  $13,396,198  $14,044594  $13.852,215  $14,195,622
$1,227,652 $881,030 $813,184 $314,927 $415,911
$0 $31,323 $27,000 $1,000 $10,575
(963,487) (866,068) (1,046,110) (979,843)

($963,487) ($834,745)  ($1,019,110) ($978,843) $10,575
$264,165 $46,285 ($205,926) ($663,916) $426,486
5,832,432 6,096,597 6,142,882 5,936,956 5,273,040

$6,096,597 $6,142,882 $5,936,956 $5,273,040 $5,699,526

Source: Audited Annual Financial Reports of the City

Note:  This table NOT audited
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Statement of Revenues, Expenditures and Changes in Fund Balance
Water Fund - City of Dunkirk

Fiscal Year Ending December 31:

2006 2007 2008 2009 2010
Revenues:
Departmental Income $2,128,409 $2,149,507 $2,164,814 $2,088,371 $2,562,850
Use of Money & Property 4,159 5,426 717 0 0
Sale of Property & Comp for Loss 2,922 1,707 2,957 2,487 28,110
Miscellaneous 4,923 153,188 11,023 11,088 12,516
Total Revenues: $2,140,413 $2,309,828 $2,179,511 $2,101,946 $2,603,476
Expenditures:
General Government Support $77,290 $71,516 $74,863 $98,459 $76,094
Home & Community Services 1,580,454 1,650,229 1,730,254 1,847,080 1,670,486
Employee Benefits 339,972 342,229 364,806 412,987 478,712
Debt Service 214,865 210,098 200,348 167,520 82,356
Total Expenditures: $2,212,581 $2,274,072 $2,370,271 $2,526,046 $2,307,648
Excess (Deficiency) of Revenues
Over (Under) Expenditures ($72,168) $35,756 ($190,760) ($424,100) $295,828
Other Financing Sources (Uses):
Operating Transfers In $0 $0 $0 $0 $24,500
Operating Transfers Out 0 0 0 0 0
Total Other Sources (Uses): $0 $0 $0 $0 $24,500
Prior Period Adjustments $0 $0 $0 $0 $0
Excess (Deficiency) of Rev & Other
Sources Over Exp & Other Uses (72,168) 35,756 (190,760) (424,100) 320,328
Fund Balance Beginning of Year (400,969) (473,137) (437,381) (628,141) (1,052,241)
Fund Balance End of Year ($473,137) ($437,381) ($628,141)  ($1,052,241) ($731,913)

Source: Audited Annual Financial Reports of the City
Note:  This table NOT audited
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Statement of Revenues, Expenditures and Changes in Fund Balance
Sewer Fund - City of Dunkirk

Revenues:
Departmental Income
Use of Money & Property
Sale of Property & Comp for Loss
Miscellaneous
Total Revenues:

Expenditures:
General Government Support
Home & Community Services
Employee Benefits
Debt Service
Total Expenditures:

Excess (Deficiency) of Revenues
Over (Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out

Total Other Sources (Uses):

Prior Period Adjustments

Excess (Deficiency) of Rev & Other

Sources Over Exp & Other Uses
Fund Balance Beginning of Year
Fund Balance End of Year

Fiscal Year Ending December 31:

2006 2007 2008 2009 2010
$2,718,557  $2,898,754 $2,833,963 $2,603,023 $3,064,616
505 1,406 292 5,694 0

0 2,450 0 506 0

3,711 126,820 138,837 4,800 9,618
$2,722,773  $3,029,430 $2,973,092 $2,614,023 $3,074,234
$78,427 $74,571 $78,232 $92,733 $81,258
2,433,132 2,541,697 2,705,402 2,446,298 2,326,887
383,502 395,667 360,081 431,689 461,101
721,384 926,951 984,841 920,559 710,949
$3,616445  $3,938,886 $4,128,556 $3,891,279 $3,580,195
($893,672)  ($909,456)  ($1,155464)  ($1,277,256) ($505,961)
$721,384 $611,623 $956,343 $979,843 $170,759
0 0 0 0 0
$721,384 $611,623 $956,343 $979,843 $170,759
$0 $0 $0 $0 $0
($172,288)  ($297,833) ($199,121) ($297,413) ($335,202)
(246,919) (419,207) (717,040) (916,161) (1,213,574)
($419,207)  ($717,040) ($916,161)  ($1,213,574)  ($1,548,776)

Source: Audited Annual Financial Reports of the City

Note:  This table NOT audited
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Statement of Revenues, Expenditures and Changes in Fund Balance
Special Grant Fund - City of Dunkirk

Revenues:
Departmental Income
Use of Money & Property
Federal Aid
Total Revenues:

Expenditures:
Home & Community Services
Total Expenditures:

Excess (Deficiency) of Revenues Over
(Under) Expenditures

Other Financing Sources (Uses):
Operating Transfers In
Operating Transfers Out

Total Other Sources (Uses):

Prior Period Adjustments

Excess (Deficiency) of Rev & Other
Sources Over Exp & Other Uses

Fund Balance Beginning of Year
Fund Balance End of Year

Fiscal Year Ending December 31:

2006 2007 2008 2009 2010
(%1,881) $0 $0 $0 $0
29,340 0 0 0 0
844,966 491,172 527,104 925,008 916,353
$872,425 $491,172  $527,104  $925,008 $916,353
$844,651 $491,281  $521,706  $935,450 $920,606
$844,651 $491281  $521,706  $935,450 $920,606
$27,774 ($109) $5,398  ($10,442) ($4,253)
0 0 0 0 0
0 0 0 0 0
$0 $0 $0 $0 $0

$0  ($133,465) $0  ($17,756)
27,774 (133,574) 5,398 (10,442) (4,253)
199,088 226,862 93,288 98,686 70,488
$226,862 $93,288 $98,686 $70,488 $66,235

Source: Audited Annual Financial Reports of the City

Note:  This table NOT audited
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Balance Sheet
Combined Funds - City of Dunkirk
Fiscal Year Ending December 31, 2010

General Water Sewer Special Grant
Assets:
Cash and Cash Equivalents $1,468,816 $234,143 $81,628 $1,460
Taxes Receivable 378,114 0 0 0
Accounts Receivable 490,103 521,390 509,575 0
Due from Other Governments 550,751 0 0 18,260
Due from Other Funds 5,903,831 393,709 747,922 97,461
Prepaid Expenses 293,389 21,024 26,280 0
Total Assets: $9,085,004 $1,170,266 $1,365,405 $117,181
Liabilities:
Accounts Payable $123,151 $26,058 $80,379 $21,403
Accrued Liabilities 160,892 39,379 22,478 0
Due to Other Governments 958,631 0 0 0
Due to Other Funds 2,132,509 1,836,742 2,811,324 29,543
Deferred Revenue 10,295 0 0 0
Total Liabilities: $3,385,478 $1,902,179 $2,914,181 $50,946
Fund Balances:
Reserved for:
Capital Equipment $368,854 $0 $0 $0
Tax Stabilization 581,317 0 0 0
Employee Benefits 513,188 0 0 0
Street Improvements 425,923 0 0 0
Encumbrances 352,245 12,397 95,466 0
Unreserved (deficit), reported in:
General Fund 3,457,999 0 0 0
Special Revenue Fund 0 (744,310) (1,644,242) 66,235
Capital Projects Fund 0
Total Fund Balance: $5,699,526 ($731,913) ($1,548,776) $66,235
Total Liabilities and Fund Balance:  $9,085,004 $1,170,266 $1,365,405 $117,181

Source: Audited Annual Financial Reports of the City
Note:  This table NOT audited
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Budget Summaries

Combined Funds - City of Dunkirk
Fiscal Year Ending December 31, 2011

Revenues:
Real Property Taxes
Other Tax Items
Non-Property Tax
Departmental Income
Intergovernmental Charges
Use of Money and Property
Licenses & Permits
Fines & Forfeitures
Sale of Prop./Comp. for Loss
Miscellaneous
State Aid

Total Revenues:

Expenditures:
Operating Expenses
Employee Benefits
Debt Service
Interfund Transfers

Total Expenditures:

General Water Sewer
$4,765,567 $0 $0
3,391,010 0 0
2,455,000 0 0
916,400 2,429,500 4,091,912
431,646 0 0
31,734 100 0
29,300 0 0
130,000 0 75,000
7,000 16,000 0
137,025 5,000 4,000
2,099,502 0 0
$14,394,184 $2,450,600 $4,170,912
$10,076,572 $1,831,936 $2,791,446
4,179,717 618,664 585,611
137,895 0 793,855

0 0 0
$14,394,184 $2,450,600 $4,170,912

Source: Adopted Budgets of the City

Note:  This table NOT audited
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APPENDIX B

AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2010

CITY OF DUNKIRK
CHAUTAUQUA COUNTY, NEW YORK

NOTE: SUCH FINANCIAL REPORT AND OPINIONS WERE PREPARED AS OF THE DATE THEREOF AND
HAVE NOT BEEN REVIEWED AND/OR UPDATED BY THE CITY’S AUDITORS IN CONNECTION WITH THE
PREPARATION AND DISSEMINATION OF THIS STATEMENT. CONSENT OF THE AUDITORS FOR
INCLUSION OF THE AUDITED FINANCIAL REPORTS IN THIS OFFICIAL STATEMENT HAS NEITHER BEEN

REQUESTED NOR OBTAINED.
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INDEPENDENT AUDITCRS’ REPORT

June 30, 2011

Honorable Mayor

Members of the City Council
Treasurer

City of Dunkirk

Dunkirk, New York 14048

We have audited the accompanying financial statemenis of the governmental activities, the
business-type activities, the aggregate discretely presented component units and each major
fund of the City of Dunkirk, New York, as of and for the year ended December 31, 2010, which
collectively comprise the City's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City of Dunkirk, New York's management. Our
- responsibility is to express an opinion on these financial statements based on our audit. We did
not audit the financial statements of the Dunkirk Housing Authority, which is shown as a
component unit in the financial statements of the City of Dunkirk, New York. Those financial
statements were audited by other auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Dunkirk Housing Authority, is hased
on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicahble 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 the 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, based on our audit and the reports of other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
governmertal activities, the business-type activities, the aggregate discretely presented
component units, and each major fund and the aggregate remaining fund information of the City
of Dunkirk, New York, as of December 31, 2010, 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 June
30, 2011, on our consideration of the City of Dunkirk, New York’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on



compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the resuits of our audit.

Accounting principles generally accepted in the United States of America require that
management's discussion and analysis, budgetary comparison and schedule of funding progress
— other postemployment benefit information on pages 3 through 10 and 44 through 47, be
presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Cur audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Dunkirk, New York's financial statements as a whole. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is also not a required part of the basic
financial statements. The schedule of expenditures of federal awards is the responsibility of
management and was derived from and relate directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and cerfain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation
to the basic financial statements taken as a whole. The accompanying schedule of expenditures
of New York State Department of Transportation assistance as listed in the table of contents is
presented for the purpose of additional analysis as required by the New York State Department of
Transportation and Draft Part 43 of the New York State Codification of Rules and Regulations,
and is not a required part of the basic financial statements, The schedule of expenditures of New
York State Depariment of Transportation assistance is the responsibility of management and was
derived from and relate directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied
in our audit of the financial statements and certain additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, is fairly
presented in all material respects in relation to the basic financial statements taken as a whole.
The City's basic financial statements include the operations of the Dunkirk Housing Authority
which expended $1,312,857 of federal awards which are not included in the City's schedule of
expenditures of federal awards for the year ended December 31, 2010. Our audit, as described
in our report on compliance and internal control over compliance applicable fo each major federal
program, did not include the operations of the above entity as other auditors were engaged to
perform such audit In accordance with OMB Circular A-133,

%M%M ¥ Loasciatnc), ), LLP,

JOHNSON, MACKOWIAK AND ASSOCIATES LLP



CITY OF DUNKIRK, NEW YORK
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2010

This discussion and analysis of the City of Dunkirk, New York’s financial performance
provides an overview of the City’s financial activities for the year ended December 31,
2010. This document should be read in conjunction with the City’s financial statements
which begin on page 11.

FINANCIAL HIGHLIGHTS

o The General Fund reported a $486,105 budgetary surplus for the year ended
December 31, 2010 as shown on page 44. This amount compares to a budgetary
deficit of $556,348 for the year ended December 31, 2009.

¢ The General Fund reported an operating surplus of $426,486 for the current year as
compared to an operating deficit of $663,916 for 2009.

¢ The Water Fund had an operating surplus of $320,328 for the current year as
compared with an operating deficit of $424,100 for 2009, Continued Chautauqua
County mandated repairs and upgrades to water infrastructure which were not
anticipated budget items for year 2010.

» The Wastewater Treatment Fund had an operating deficit of $335,202 for 2010 as
compared with an operating deficit of $297,413 for 2009. Phase 3 upgrades to the
Wastewater Treatment Plant were in excess of $250,000 due to unanticipated
administrative and engineering fees to close the project.

e The City’s net assets increased by $1,028,692 as a result of the activity for the year
ended December 31, 2010 as compared to a decrease of approximately $1,108,872 as
a result of 2009 activity.

USING THIS REPORT

The annual report consists of a series of financial statements. The statement of net assets
and the statement of activitics provide information regarding the City as a whole and
present a longer-term view of the City’s finances. Financial statements for each fund
start on page 13. For governmental activities, these statements show how services were
financed in the overall operation of the City in greater detail than the City-wide financial
statements.



EPORTING THE CITY AS A WHOLE

The Statement of Net Assets and Statement of Activities

The statement of net assets and statement of activities show information about the City as
a whole. These statements include all assets and liabilities of the City using the accrual
basis of accounting which is used by most private-sector companies. All of the current
year’s revenues and expenses are taken into account regardless of when cash is received
or paid.

These two statements report the City’s net assets and the changes to them. The City’s net
assets — the difference between assets and liabilities — is a way to measure the City’s
financial health, or financial position. Over time, increases or decreases in the City’s net
assets are one indicator of whether its financial health is improving or deteriorating,
Other non-financial factors need to be considered, such as changes in the City’s property
tax base and the condition of the City’s roads and infrastructure, to assess the overall
health of the City.

In the statement of net assets and the statement of activities, the City reports all its basic
services as governmental activities. These services include public safety, public works,
economic assistance, health, water freatment, wastewater treatment, ecconotnic
development and general administration. Property taxes, sales taxes, departmental
income and state and federal aid finance most of these activities.

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

Our discussion and analysis of the City’s major funds begin on page 13 and provide
detail of the City’s most significant funds on an individual basis rather than the City
taken as a whole. Some funds are required to be established by state or local law or by
the nature of the federal and state funding for their operation. The City has also
segregated funds to account for their special purpose. Currently the City only utilizes
governmental funds.

Governmental Funds

All funds of the City are considered governmental funds. This Section focuses on how
revenue flows into and out of these funds and the balance of the funds at year-end which
is available for future spending. These funds are reported using the modified accrual
basis of accounting which measures cash and financial assets that can be readily
converted to cash. The governmental fund statements provide a detailed short-term view
of the City’s general operations and the basic services it provides. This information helps
determine the financial resources that can be spent to finance City programs. The
relationship between the governmental activities (accrual basis) and the governmental
funds (modified accrual basis) is provided in reconciliations on pages 14 and 16.
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THE CITY AS TRUSTEE

The City is the trustee for assets held — due to a trust arrangement — which can be used
only for the trust beneficiaries. These amounts are excluded from the City-wide financial
statements because the City cannot use these assets to {inance its day to day operations.
The City is responsible for ensuring that the assets reported are used for their intended
purpose.

THE CITY AS A WHOLE

The City’s combined net assets increased to $14.232 million from $13.204 million for the
year ended December 31, 2010. This is a result of an operational surplus of $1.0 million.
This compares to a decrease for the year ended December 31, 2009 of approximately $1.1
million. Qur discussion and analysis focuses on the net assets (Table 1) and the changes
in net assets (Table 2) of the City’s governmental activities.

Table 1
Net Assets
{in Thousands)
Governmental Business - Type Total Primary
Activities Aclivities Government
2010 2009 2010 2000 2010 2000
Assets
Current assets 3 7744 $ 5628 $ - 5 - $ 7744 $ 5828
Capital assets 23,083 21,377 - - 23,083 21,377
Total assels $ 30827 $27005 % - $ - $ 30,827 $ 27,005
Liabilities
Current liabilities $ 7690 $ 4434 3% - $ - $ 76890 § 4,434
Long-term portion of obligations 8,805 9,367 - - 8,905 9,367
Total liabilities $ 16595 $ 13801 § - $ - $ 16595 $ 13,801
Net Assetls
Invested in capital assets,
net of related debt $ 12273 $ 13592 $ - $ - $ 12,273 $ 13,592
Restricted 2,349 2,374 - - 2,349 2,374
Unrestricted (390} (2,762) - - {390) {2,762)
Total net assets $ 14232 §$ 13204 $ - 3 - $ 14,232 0§ 13,204




Table 2
Changes in Net Assets
{In Thousands)

Governmental Business - Type Total Primary
Activities Activities Government
2010 2009 2010 2009 2010 2009
Revenues
Program revenues
Charges for services $ 6663 $571¢ § - $ - $ 6663 $ 5719
Operating grants and contributions 1,931 1,701 - - 1,831 1,701
Capital grants and contributions 450 2 - - 450 2
General revenues
Property taxes 4,560 4,595 - - 4,560 4 585
Sales tax 2,223 2,157 - - 2,223 2,157
PILOT payments 3,217 3,188 - - 3,217 3,188
Investment earnings 54 15 - - 54 15
Miscellaneous 2,628 2,561 - - 2,629 2,561
Toftal revenues 21,727 19,938 - - 21,727 19,838

Program expenses

Coungil 58 58 - - 58 56
Mayor 155 149 - - 155 149
Financial 567 544 - - 567 544
Staff 740 766 - - 740 766
Shared services 735 867 - - 735 667
Special items 366 436 - - 366 436
Police department 4,774 4,445 - - 4774 4 445
Fire depariment 2,068 2,818 - - 2,968 2,818
Other public safety 243 232 - - 243 232
Transportation 2,091 1,703 - - 2,001 1,703
Economic assistance and opportunity 47 45 - - 47 45
Culture and recreation 967 1,241 - - 967 1,241
Water treatment 2,365 2,351 - - 2,365 2,351
Wastewater treatment 2,442 3,249 - - 2,442 3,249
Home and community service 1,887 1,997 - - 1,887 1,997
interest on long-term debt 293 348 - - 283 348
Total expenses 20,698 21,047 - - 20,698 21,047
Increase in net assets $ 1,028 ${(1,109) $ - $ - $ 1,020  $ (1,109




Table 3 presents the cost of the City’s five largest governmental programs: police
department, fire department, transportation, water freatment and wastewater treatment as
well as the net cost (total cost less revenues generated by the activities). The net cost
shows the final cost paid by the City’s taxpayers and other general revenue sources of
each of these functions.

Table 3
Governmental Activities
(In Thousands)
Total Cost of Services Net Cost of Services
2010 2009 2010 2009

Police department $ 4,774 $ 4,445 $ 4,329 $4,031
Fire department 2,968 2,818 2,968 2,816
Transportation 2,091 1,703 1,168 1,446
Water treatment 2,365 2,351 (197) 262
Wastewater treatment 2,442 3,249 (623) 641
Totals $14.640 $14.566 $ 7.645 $9.196

THE CITY’S FUNDS

General Governmental Functions

As the City completed the year, its governmental funds (as presented on page 13)
reported a combined fund balance of $1.163 million which reflects a decrease of $1.066
million from last year’s total of $2.229 million. During 2010, the City’s capital
expenditures exceed its related revenues by approximately $1.47 million.



GENERAL FUND BUDGETARY HIGHLIGHTS

The significant variances between the originally adopted budgets for 2010 and 2009 and
the final budget are detailed as follows:

2010 2009
Original budget $ 13,028418  $ 14,317,477
Additional appropriations 160,559 140,833
Encumbrance carryover 430,387 502,430
Final Budget $ 14519376 § 14,960,740

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At December 31, 2010, the City had $23.083 million (net of accumulated depreciation) in
a broad range of capital assets including land, buildings, water mains, sewer lines, roads,
sidewalks, machinery and equipment. This represents a net increase of approximately
$1.706 million for the year.

Table 4
Capital Assets at Year-End (Net of Depreciation)
{In Thousands)

Governmental Business - Type Total Primary
Activities Aclivities Government
2010 2009 2010 2009 2010 2009
Land and improvements $ 151  § 151 $ - $ - $ 151  $ 151
Construction in progress 14,061 12,033 - - 14,061 12,033
Infrastructure 34,704 34,704 - - 34,704 34,704
Buildings and improvements 12,415 12,398 - - 12,415 12,398
Machinery and equipment 16,140 16,280 - - 16,140 15,290
Accumulated depreciation (54,388) {63,189) - - (64,388) (53,199)

Total $ 23083 $ 21377 §

1
R
'

$ 23083 § 21377




Debt

At year end, the City had $10.810 million in bonds and notes outstanding as compared to
$7.785 million outstanding at December 31, 2009, See Note 8 on pages 37 through 42
for additional details).

Table 5
Outstanding Debt at Year-end
{In Thousands)

Governmental Business - Type Total Primary
Activities Activities Government

2010 2009 2010 2009 2010 2009

General obligation bonds $ 5710 3% 6136 & - $ - $ 5710 § 6,135

Bond anticipation notes $ 5100 $ 1850 $ - $ - $ 5100 $ 1,650
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered many factors when setting the
fiscal-year 2011 budget, tax rates, and fees that will be charged for activities. One of
these factors is the economy. Full valuation of property in the City decreased from
$605,138 million in 2009 to $604,566 million in 2010. The taxable valnation of real
property within the City increased from $278,697 million in 2009 to $278,861 miilion in
2010. This increase is attributed to the expiration of negotiated PILOT agreements.

The City, along with many other municipalities, is faced with many mandatory increases
beyond the City’s control. There is a mandatory increase in the pension fund, medical
and liability insurance and worker’s compensation ranging in double digits. The City is
also faced with the challenge of declining revenues in the General, Water Funds and
Wastewater Treatment Funds,

These current indicators are consistent with those we used when adopting the General
Fund budget for 2011. In developing the 2011 General Fund budget, the City
appropriated $100,000 of the tax stabilization reserve.

The City’s general fund balance is not expected to decrease by the close of 2011.
However, due to economic conditions and anticipated revenues not realized, the City may
realize a decrease in the general fund balance at year end. Nonetheless, the City’s
unreserved fund balance remains positive, we maintain healthy bond ratings (AAA from
Standard & Poor’s), and the City does not anticipate cash flow problems in 2011 and
2012,

Waste Water rates were increased effective with the first quarterly billing of 2011, to
offset the deficit of 2010 and to meet the additional expenses facing the City in 2011,



The City expects another challenging budget year for 2011, as New York State mandates
continue to increase, investment income remains at recotd lows, and health and other
benefit costs continue to increase.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors
and creditors with a general overview of the city’s finances and to show the city’s
accountability for the money it receives. If you have any questions or need additional
information, contact Mark A, Woods, City Treasurer, City Hall, 342 Central Avenue,
Dunkirk, New York 14048; Phone (716) 366-9863.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF NET ASSETS
DECEMBER 31, 2010

PRIMARY GOVERNMENT
Governmental Business-type Component
Activities Activities Total Units
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 4.853,039 $ - $ 4,853,039 $ 978,979
Investments - - - 658,822
Receivables (net, where applicable of allowances
for estimated uncollectibles)
Taxes 378,114 378,114 -
Accounts receivable 1,521,068 1,521,068 16,202
Due from fiduciary funds 10,528 10,528 -
Due from other governments 640,108 640,106 32,309
Prepaid expenses 340,693 340,693 17,321
Other assets - - 16,289
Total current assets 7.743,548 7,743,548 1,719,922
NONCURRENT ASSETS:
Capital assets:
Land and improvements 151,155 151,155 1,257,808
Construction in progress 14,060,654 14,060,654 -
Infrastructure 34,704,071 34,704,071 -
Buildings and improvements 12,415,511 12,415,511 13,803,594
Machinery and equipment 16,140,380 16,140,380 960,753
Accumulated depreciation {54,388,387) {54,388,387) (9,061,119
Total noncurrent assets 23,083,384 23,083,384 6,961,036
TOTAL ASSETS $ 30,826,932 $ 30,826,932 $ 8,680,958




LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Accrued liabilities
Accrued interest payable
Due to other governments
Bond anticipation notes payable
Current portion of long-term obligations

Total current liabilities

NONCURRENT LIABILITIES:
Noncurrent portion of long-term obligations

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Capital equipment
Tax stabilization
Employee benefits
Street improvements
Encumbrances
Future expenditures
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

PRIMARY GOVERNMENT

Governmental Business-type Component
Activities Activities Total Units
$ 287130 % - 3 287,130 & 27,800
224,631 - 224,631 67,757
109,306 - 109,306 -
958,631 - 958,631 43,447
5,100,000 - 5,100,000 -
1,010,000 - 1,010,000 -
7,689,698 - 7,689,698 139,004
8,904,829 - 8,904,829 208,437
16,584,527 - 16,584,527 347 441
12,273,384 - 12,273,384 6,961,036
368,854 - 368,854 -
581,317 - 581,317 -
513,188 - 513,188 -
425,923 - 425923 -
460,108 - 460,108 -
- - - 188,358
(390,369) “ (390,369) 1,184,123
14,232,405 - 14,232,405 8,333,517
$ 30,826,932 § - $ 30,826,932 §$ 8,680,958

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2010

NET (EXPENSE) REVENUE AND
PROGRAM REVENUES CHANGES IN NET ASSETS
Operating Capital PRIMARY GOVERNMENT
Charges for Grants and Grants and Governmental Business-type Component
Expenses Services Contributions Contributions Activities Activities Total Units
EUNC SIPROGRAMS
Primary government:
Governmental activities:
Council $ 58,916 § - - 8 - $ (58,916} $ - 8 (58.916) § -
Mayor 154,816 - - - (154,816} - (154,816) -
Financal 567,372 - B - (567,372) - (567,372} -
Staff 739,598 117,874 - - (621,724) - (621,724} -
Shared services 734,842 55,547 4,285 - (675,110) - (875,110) -
Special itemns 365,740 - - - (365,740) - (365,740} -
Police department 4774162 - 445159 - {4,329,003) - (4,329,003) -
Fire department 2,967,500 - - - {2,567,500) . {2,967,900) -
Other public safety 243,034 - (12,835) - (255,869) - (255,869) -
Transportation 2,091,430 1,702 471,489 450,112 {1,168,117) - {1,168,117) -
Economic assistance and opportunity 46,731 3,500 - - (43,231) - (43,231) -
Culture and recreation 966,702 35,100 106,179 - (767,423) - (767,423) -
Water treatment 2,365,538 2,562,850 - - 197,312 - 197,312 -
Wastewater treatment 2441687 3,064 616 - - 622,929 - 622929 -
Home and community service 1,886,486 763,758 916,353 - {206,375) - (206,375) -
Interest on long-term debt 293,449 - - - {293.449) - (293 449) “
Total governmental activities 20,698,503 6,662,047 1,930,640 450,112 (11,654,804) - (11,654,304) -
Total business-type activities - - - - - ~ - -
Total primary government $ 20,698,503 $ 6,662,947 $ 1930640 § 450,112 (11,654,804) - (11,654,804) -
Component units
Dunkirk Free Library $ 263,358 § 5506 $ 21880 3 - - - - (235473)
City of Dunkirk Industrial Development Agency 7,326 n - - - “ - (7,326)
Dunkirk Housing Authority 1,717,102 638,220 700,874 611.983 - - - 233,975
Total component units $ 1,987,786 § 644,216 § 722,763 $ 611,983 - - - (8,824)
(General revenues;
Taxes:
Property taxes 4,560,453 - 4,580,453 .
Sales taxes 2,223,014 - 2,223,014 -
PILOT payments 3,217,348 - 3,217,348 B
Payment from City of Dunkirk, New York “ - B 170,000
Grants and contributions not restricted to specific pregrams - - - 50,550
Investment earnings 54,177 - 54177 13,967
Miscellaneous 2,628,504 - 2,628,504 -
Gain on sale of capital assets n “ - (25,367)
Total general revenues, special tems and transfers 12,683,496 - 12,683,496 209,150
Change in net assets 1,028,692 - 1,028,692 200,326
NET ASSETS - beginning 13,203,713 - 13,203,713 8,133,191
NET ASSETS - ending $ 14,232,405 § - $ 14,232,405 §$ 8,333,517

See notes to finandial statements,
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CiTY OF DUNKIRK, NEW YORK

BALANCE SHEET
GOVERNMENTAL FUNDS
DECEMBER 31, 2010
Wastewater Speacial Capital Total
Genoral Water Treatment Grant Profects Governmentat
Fund Fund Fund Fund Eund Funds
ASSETS
Cash and cash aquivalents 1,468,818 % 234,143 $§ 81,628 $ 1,460 $ 3,086,992 $ 4,853,039
Recelvables, net
Taxes 378,114 - - - - 378,114
Accounts receivable 490,103 521,390 509,575 - - 1,521,068
Due from other governments 550,751 - - 18,260 71,095 640,106
Bue from cther funds 5,803,831 393,709 747,822 87,461 1,637,537 8,780,460
Prepaid expenses 293,382 21,024 26,280 - - 340,693
TOTAL ASSETS 9,085,004 $ 1,170,266 $ 1,365405 $ 117181 $ 4,775,624 $ 16,613,480
LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts payable 123,151 $ 26,058 § 80379 $ 21403 $ 36,139 $ 287,130
Accrued fiabitities 160,892 39,379 22478 - 1,882 224,631
Due o other governmenis 958,631 - - - - 958,631
Due to other funds 2,132,509 1,836,742 2,811,324 28,543 1,959,814 8,769,032
Bond anticipation notes payable - - - - 5,100,000 5,100,000
Deferred revenue 10,295 - - - - 10,295
TOTAL LIABILITIES 3,385,478 1,902,179 2,914,181 50,946 7,087,835 15,350,619
FUND BALANCES:
Reserved for:
GCapital equipment 368,854 - - - - 368,854
Tax stabilization 581,347 - - - - 581,317
Employee benefits 543,188 - - - - 513,188
Street improvements 425,923 - - - - 425,923
Encumbrances 352,245 12,397 85,466 - - 460,108
Unreserved (deficit), reporied in:
Genersal fund 3,457,999 - - - - 3,457,992
Special revanue fund - {744,310} {1,644,242}) 6,235 - (2,322,317)
Capital projects fund - - - - {2,322,211) (2,322.211)
TOTAL FUND BALANCES 5,698,526 (734,013 {1,548,776) 66,235 2,322211) 1,162,861
TOTAL LIABILITIES AND FUND BALANCES 9,085,004 $ 1,170,266 $ 1,365406 $ 117,481 $ 4,775,624 $ 16,513,480

See noles to financlal statements.
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CITY OF DUNKIRK, NEW YORK
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
GOVERNMENTAIL. FUNDS
DECEMBER 31, 2010

Fund balances - total governmental funds $ 1,162,861
Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported in the
governmental funds. Those assets consist of:

L.and 3 151,155
Construction in progress 14,060,654
Infrastructure, net of $32,028,799 accumulated depreciation 2,675,272
Buildings and improvements, net of $9,701,151 accumulated depreciation 2,714,360
Equipment, net of $12,658,437 accumulated depreciation 3,481,943 23,083,384

Long-term liabilities applicable to the City's governmental funds are not due and payable in the current period and
accordingly are not reported as fund liabilities. Interest on long-term debt is not accrued in the governmental
funds, but rather is recognized when due. All liabilities - both current and long-term - are reported in the
statement of net assets. Long-term liabilities amounted to $9,914,829 and accrued interest payable on long-term

liabilities amounted to $109,306. (10,024,135)

Some receivables of the general fund and special grant fund are not available to pay for current-period

expenditures and are therefore deferred in the governmental fund statements. 10,295
Net assets of governmental activities $ 14,232,405

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED DECEMBER 31, 2010

REVENUES:
Real property taxes
Sales tax
Property tax items
Non-property tax items
Departmental income
Shared services
Use of money and property
Licenses and permits
Fines and forfeitures
Sale of property and compensation for joss
Miscellaneous
State aid
Federal aid

Totat revenues

EXPENDITURES:
Current:
Counchl
Mayor
Financial
Staff
Shared services
Special items
Police department
Fire depariment
Other public safety
Transportation
Economic assistance and opporiunity
Culture and recreation
Home and community service
Employee benefits

Debt service:
Principal
Interest

Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers in
Transfers out
Proceeds of obligations

Total other financing sources (uses}

NET CHANGE IN FUND BALANCES

FUND BALANCES (DEFICIT} - beginning

FUND BALANCES (DEFICIT) - ending

Wastewater Special Capital TOTAL
General Water Treatment Grant Projects Govarnmental

Fund Fund Fund Fund Fund Funds
$ 4,560,453 3 - $ - s - $ - $ 4,560,453
2,223,014 - - - - 2,223,014
3,272,448 - - - - 3,272,448
353,768 - - - - 363,768
808,796 2,562,850 3,064,616 - - 6,526,262
538,235 - - - - 538,235
30,712 - - - 45,065 75,777
35,255 - - - - 35,255
125,513 - - - - 125,513
2,553 28,110 - - - 30,663
163,553 12,518 9,618 - 13,903 199,500
2,404,464 - - - 450,112 2,854,576
2,769 - - 916,353 - 919,122
14,611,533 2,603,476 3,074,234 916,353 £09,080 21,714,678
39,337 - - - - 39,337
102,985 - - - - 102,985
398,790 - - - - 398,790
503,675 - - - - 503,675
808,885 - - - - 608,885
208,388 76,004 81,258 - - 365,740
3,162,465 - - - - 3,162,465
1,893,192 - - - - 1,893,192
187,654 - - - - 187,654
1,539,587 - - - - 1,539,587
45,486 - - - - 45,486
705,951 - - - - 705,951
768,549 1,670,485 2,326,887 920,606 - 5,686,528
3,885,795 478,712 461,101 - - 4,825,608
134,400 80,000 490,600 - - 706,000
10,483 2,356 220,349 - 34,193 267,381
- - - - 2,027,554 2,027,554
14,195,622 2,307,648 3,580,195 920,606 2,061,747 23,065,818
415,911 295,828 {605,961) {4,253} {1,552,667) (1,3561,142)
10,575 24,500 170,759 - - 205,834
- - - - (200,334} (200,834}
- - - - 280,000 280,000
10,675 24,500 170,759 - 79,166 285,000
426,488 320,328 (336,202) (4,253) {1,473,501) (1,066,142}
6,273,040 {1,052,241) (1,213,5674) 70,488 (848,710) 2,229,003
$ 6699626 $§ (731,913} § (1,548,776) $ 66,236 § (2,322211) § 1,162,861

Sea noles to financiat statements.
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CITY OF DUNKIRK, NEW YORK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
GOVERNMENTAL FUNDS
YEAR ENDED DECEMBER 31, 2010

Net change in fund balances - total governmental funds $ (1,066,142)
Amounts reported for governmental activities in the statement of activities are different because:

Governmental funds report capital outlays as expenditures. However, in the statement of activities, the
cost of those assets is allocated over their useful lives as depreciation expense. This is the amount by
which capital outlays ($2,895,652) exceeded depreciation ($1,189,573) in the current period. 1,706,079

Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the funds. These include a change in deferred revenues of $7,521. 7,521

Bond proceeds provide current financial resources to governmental funds, but issuing debt increases
long-term liabilities in the statement of net assets. Repayment of debt principal is an expenditure in the
governmental funds, but the repayment reduces liabilities in the statement of net assets. This is the
amount by which repayments exceeded proceeds in the current period. 425,000

Some expenses in the statement of activities do not require the use of current financial resources and
therefore are not reported as expenditures in governmental funds. These include the increases in
compensated absences of $17,698 and accrued interest of $26,068. (43,766)

Change in net assets of governmental activities $ 1,028,692

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
BALANCE SHEET
PROPRIETARY FUNDS
DECEMBER 31, 2010

ASSETS

CURRENT ASSETS:
Total current assets

NONCURRENT ASSETS:
Total noncurrent assets

TOTAL ASSETS
LIABILITIES

CURRENT LIABILITIES:
Total current liabilities

NONCURRENT LIABILITIES:
Total long-term liahilities

TOTAL LIABILITIES

NET ASSETS

TOTAL NET ASSETS

TOTAL LIABILITIES AND
NET ASSETS

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

Business-Type
Activities

Enterprise Funds

Total

OPERATING REVENUES:
Total operating revenues $ -

OPERATING EXPENSES:
Total operating expenses -

OPERATING INCOME -

NONOPERATING REVENUES (EXPENSES}):
Total honoperating revenues (expenses)

NET INCOME -

TOTAL NET ASSETS - beginning -

TOTAL NET ASSETS - ending $ -

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED DECEMBER 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Net cash provided by operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Net cash provided by capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash provided by investing activities

NET INCREASE IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - beginning

CASH AND CASH EQUIVALENTS - ending

Reconciliation of operating income to net cash provided
by operating activities:

Operating income

NET CASH PROVIDED BY OPERATING ACTIVITIES

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
FIDUCIARY FUNDS
DECEMBER 31, 2010

Agency Trust
Funds Funds Total
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 25,232 § 96,480 % 121,712
TOTAL ASSETS $ 25,232 $ 96,480 $ 121,712
LIABILITIES
CURRENT LIABILITIES:
Accounts payable $ 20,704 $ - $ 20,704
Due to general fund 4,528 6,000 10,528
TOTAL LIABILITIES 25,232 6,000 31,232
NET ASSETS
Net assets held in frust - 90,480 90,480
TOTAL NET ASSETS - 90,480 90,480
TOTAL LIABILITIES AND NET ASSETS $ 25232 $ 96,480 § 121,712

See notes to financial statements.

-20-



CITY OF DUNKIRK, NEW YORK
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
YEAR ENDED DECEMBER 31, 2010

ADDITIONS

Investment earnings

TOTAL ADDITIONS

DEDUCTIONS

Transfer to General Fund for
Culture and recreation expenditures

TOTAL DEDUCTIONS

CHANGE IN NET ASSETS
NET ASSETS HELD IN TRUST

BEGINNING OF YEAR

END OF YEAR

See notes to financial statements.
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Trust
Funds

10

10

5,000

5,000

(4,990)

95,470

$

20,480




CITY OF DUNKIRK, NEW YORK

STATEMENT OF NET ASSETS
COMPONENT UNITS
DECEMBER 31, 2010
City of Dunkirk
Dunkirk Dunkirk Industrial
Free Housing Development
Library Authority Agency Total
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 264501 § 712,834 $ $ 1,644 % 978,979
investments - 658,822 - 658,822
Accounts receivable - 16,202 - 16,202
Due from other governments - 32,309 - 32,309
Prepaid expenses - 17,321 - 17,321
Other assets 16,289 - - 16,289
Total current assets 280,790 1,437,488 1,644 1,719,822
NONCURRENT ASSETS:
Capital assets:
tand and improvements - 1,257,808 - 1,257,808
Buildings and improvements 798,330 13,005,284 - 13,803,594
Machinery and equipment 162,776 797,977 - £60,753
Accumulated depreciation {193,075} (8.868,044) - {9,061,119)
Total noncurrent assels 768,031 6,193.005 - 6,061,036
TOTAL ASSETS $ 1,048,821 $ 7,630,493 % $ 1644 % 8,680,958
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ - 3 27,800 $ $ - $ 27,800
Due to other governments - 43,447 - 43,447
Other current liabilities - 67,600 148 67,757
Total current liabilities - 138,856 148 139,004
NONCURRENT LIABILITIES:
Noncurrent portion of fong-term obligations - 208,337 100 208,437
TOTAL LIABILITIES - 347,193 248 347,441
NET ASSETS
Invested in capital assets, net of related debt 768,031 6,193,005 - 6,961,036
Restricted 188,358 - - 188,358
Unrestricted 92,432 1,090,295 1,396 1,184,123
TOTAL NET ASSETS 1,048,821 7,283,300 1,396 8,333,517
TOTAL LIABILITIES AND NET ASSETS $ 1,048,821 § 7,630,493 §$ $ 1,644 % 8,680,958

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF ACTIVITIES
COMPONENT UNITS
YEAR ENDED DECEMBER 21, 2010

Governmental activities:
Dunkirk Free Library

Total governmental activities
Business-type activities:
Dunkirk Urban Renewal Agency
Dunkirk Housing Authority
City of Dunkirk Industrial Development Agency

Total husiness-type activities

Total component units

PROGRAM REVENUES

NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

Operating Capital
Charges for Granis and Grants and Governmental Business-type
Expenses Services Contributions Contributions Activities Activities Total
3 263,358 3 5996 % 21,880 § - $ (235473) $ - 3 (235,473)
263,358 5,996 21,889 - (235,473) - (235,473)
1,717,102 638,220 700,874 611,983 - 233,975 233,975
7,326 - - - - (7,326) (7.326)
1,724,428 638,220 700,874 611,983 - 226,649 226,649
$ 1,987,786 $ 644,216 § 722,763 % 611,983 (235,473} 226,649 (8,824)
General revenues:

Payment from City of Dunkirk, New York 170,000 - 170,000
Grants and contributions not restricted to specific programs 50,550 - 50,550
Investment earnings 5,438 8,529 13,967
Miscellaneous (28.860) 3,493 (25,367)
Total general revenues, special items and transfers 197,128 12,022 209,150
Change in net assets (38,345) 238,671 200,326

NET ASSETS - beginning 1,087,166 7,046,025 8,133,191
NET ASSETS - ending $ 1,048,821 $ 7,284,696 § 8,333,517

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
STATEMENT OF CASH FLOWS

COMPONENT UNITS -

PROPRIETARY FUND TYPES

YEAR ENDED DECEMBER 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from charges and fees
Receipts from operaling grants
Payments fo suppliers
Payments fo other governments
Payments to employees
Payments to other funds
Cther receipts

Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Capital grants received
Acquisition and medernization of capital assels
Proceeds from disposition of assels

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES -
Funds provided by investment redemptions
fnterast incoma received

Net cash provided by investing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - beginning
CASH AND CASH EQUIVALENTS - ending

Reconcifiation of operaling income to net cash provided (used)
by operating activities:

Operating income

Adjustment to reconcile operating income to net cash provided {used)
by operating activities:
Depreciation

Change In assets and liabilities:
Accounts receivable
Due from other governments
Due from other funds
Prepaid expenses
Other assets
Accounis payable
Bue to other funds
Other current Jiabilities

NET CASH PROVIDED {USED) BY OPERATING ACTIVITIES

Business-type Activities
Enterprise Funds

Dunkirk City of Dunkirk
Urban Dunkirk Industrial
Renewal Housing Development
Agency Authority Agency Total
3 - $ 628682 $ 943 629,625
- 684,203 - 684,203
- (612,286} {7,310} {619,598)
- (33,870) - (33,870)
- (508,222) - {506,222)
. (3,230} - {3,230}
- 11,376 - 11,375
- 168,652 (6,367) 162,285
- 611,963 - 611,983
- {643,145) - (643,145}
- 2 550 - 2,650
- {28,612) - {28,612}
- 140,822 - 140,822
- 8,529 - 8,529
- 149,351 - 149,351
- 288,391 {6,387} 283,024
- 423,443 8,011 431,454
$ - $ 712,834 % 1,644 714,478
$ - % (378,008) & {6,367) (384,375)
- 548,680 - 548,580
- 336 - 336
- (18,276} - {19,276}
- {3,230} - {3,230}
- 371 - TS|
- 200 - 200
- (10,703) - {10,703}
- 3,230 - 3,230
- 27,152 - 27,152
$ - $ 168,652 $ (6,367) 162,285

See notes to financial statements.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statemenis of the Cily of Dunkirk, New York (the Cily) have been prepared in conformily with
generally accepted accounting principles (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB} is the accepted standard-seiting body for establishing governmental accounting and financial
reporting principles. The more significant of the Cily's accounting policies are described below.

A. Reporting Enfity

Subject o the New York State Constitution, the City operates pursuant to its Charter and the City Code, as well as
various local laws. Additionally, certain New York State laws govern the City to the extent that such laws are
applicable to cities operating under a charter form of government, The City of Dunkirk Common Council is the
legislative body responsible for overall operations, the Mayor serves as chief executive officer, and the City
Treasurer serves as chief fiscal officer.

The City provides the following basic services: garbage and rubbish collection, police and fire protection, recreation
programming for youths and adults, maintenance of parks, beaches and boat launches, maintenance of streets,
water and sewer lines, regional water fillration plant and sewage treatment facilities.

The financial reporting entity consists of (a) the primary government which is the City of Dunkirk, New York, (b)
organizations for which the primary government is financially accountable, and {c} other organizations for which the
nature and significance of their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statements to be misieading or incomplete as set forth in GASB Statement 14.

The decision to include a potential component unit in the City's reporting entily is based on several criteria set forth
in GASB 14 including legal standing, fiscal dependency, and financial accountability. Based on the application of
these criteria, the following is a brief review of certain entities considered in determining the City’s reporting entity.

1. INCLUDED IN THE REPORTING ENTITY

The Dunkirk Housing Authority (the Authority} was created in 1983 by the New York State Legislature. The
governing board of the Authority is appointed by the Mayor except for fwo tenant representalives. The local
government provides no subsidy fo the Authority nor is it responsible for debt or operating deficits of the
Authority. The Authority is essentially supported by operating subsidies from the U. S. Depaitment of Housing
and Urban Development. The local governmeni does not appoint management of the Authority nor does it
approve the Authority's budgst or hiring of staff. The local government has no oversight responsibility for funds of
the Authority. However, per New York State directive, the Dunkirk Housing Authority is considered a component
unit of the City and is discretely presented, The information presented in these financial statements for the
Dunkirk Housing Authority is as of June 30, 2010.

The Dunkirk Free Library (the Library) was established in 1904. The Library is administered by a Board of
Directors; one director is appointed by the Common Council and the remaining directors are elected by members
of the Library Board. The Library Board designates management and exercises complete responsibllity over
fiscal matters. The local government has no oversight responsibility over the funds of the Library, however, the
City does provide a substantial porfion of the operating costs for the Library, The Library is considered a
component unit of the City and is discretely presented.

The Dunkirk Urban Renewal Agency (the Agency) was established for the purpose of renovating and
rehabilitating an economically depressed area with the Cily. The Agency is presently inactive and yet i holds title
to certain parcels of land that are unappraised. The Dunkirk Urban Renewal Agency is a component unit of the
City and is discretely presented.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The City of Dunkirk Industrial Development Agency (the Agency) was established by the enactment of Section
890-a of the General Municipal Law, effective June 17, 1971, as a special act of the New York State Legislature.
The Agency is authorized under the Act fo issue bonds to promote the economic and industrial development of
the State. The bonds are secured by pledges of any rents, revenues and receipts as well as a lien on and a
securily interest in the projects being promoted. Neither the Agency nor the Cify shall be held liable for
repayment of these bonds out of any funds other than those pledged by the Agency. Members of the Board of
Directors of the Agency are appointed by and designated o serve at the pleasure of the City's Common Council.
The City of Dunkirk Industrial Development Agency is considered a component unit of the City and is discretely
presented.

Complete financiat siatements of these individual component units can be obtained from their respective
administrative offices:

Bunkirk Housing Authority
15 North Main Street
Dunkirk, New York 14048

Dunkirk Free Library
536 Central Avenue
Dunkirk, New York 14048

DPunkirk Urban Renewal Agency
City Hall
Dunkirk, New York 14048

City of Dunkirk Industrial Development Agency
City Hall
Dunkirk, New York 14048

2. EXCLUBED FROM THE REPORTING ENTITY

Although the following organizations, functions or activities are related to the City, they are not included in the
City's reporling entity based on the professional judgment of responsible local officials because of the reasons
noted:

The Dunkirk City School District was created by state legislation which designated the school board as the
governing authority. School board members are elected by the qualified voters of the district. The school board
designates management and exercises complete responsibility for all fiscal maiters. The City Common Council
exercises no oversight over school operations.

The Dunkirk Local Development Corporation {the Corporation} is a special purpose development corporation
organized by the City under the Not-For-Profit Corporation Law of the State of New York. The corporation was
crealed to purchase, lease, sublease, own, hold, seli, assign or pledge varlous parcels of real estate throughout
the City. The Corporation, on behalf of the City, manages a low-interest revolving loan fund initially funded by
the repayments of Urban Development Action Grant L.oans. The Corporation is governed by a Board of Directors
comprised of business leaders and community representatives appointed by the City Common Council.
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CiTY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Government-Wide and Fund Financial Statements

The government-wide financial statements {statement of net assets and statement of activities) report information
on all the nonfiduciary activities of the City. Interfund activity has been removed from these statements.
Governmental activities, which normally are supporied by taxes and intergovernmental revenues, are differentiated
from business-type activities, which rely to a significant extent on fees and charges for support. Currently the City
does not operate any business-like activities. The primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues. Direct expenses are those thal are clearly identifiable with a specific function. Indirect
expenses have been included as a part of the program expenses reporied for the various functional activities.
Program revenues include 1) charges to those who purchase, use or directly benefit from goods, services, or
privileges provided by a given function and 2} operating grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. items not properly included among program revenues
are reported instead as general revenues.

Separate financial statements are provided for governmental funds and fiduciary funds even though the fiduciary
funds are excluded from the government-wide financial statements.

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

The government-wide and fiduciary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when a liability Is incurred, regardless of the timing of the related cash flows. Grants and similar items are
recognized as revenues as soon as all eligibility requirements imposed by the provider have been met,

Reimbursements are reported as reductions to expenses. Fiduciary fund financial statements also report using this
same focus and basis of accounting although internal activity is not eliminated in these statements. Properly tax
revenues are recognized in the year for which they are levied, while grants are recognized when grantor eligibility
requirements are met.

Governmental fund statements are reported using the current financial resources measurement focus and the
modifited accrual basis of accounting. Revenues are recognized when the underlying exchange fransaction has
occurred and the resources are available. For this purpose, the City considers revenues {o be available if the City
has collected the revenues in the current period or expects to collect them soon enough after the end of the period
o use them to pay liabilities of the current period. Expenditures generally are recorded when a liability is incurred,
except for general obligation bond principal and interest and compensated absences which are reported in the year
die,

Property taxes, licenses 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. Revenues accrued at December 31,
2010 are listed in Note 6. There were no significant revenuss considered as not subject to accrual.

Revenues from Federal, State or other granis designated for payment of specific City expenditures, are recognized

when the related expenditures are incurred. At fiscal year-end, excess receipts over expenditures are recorded as
deferred revenue. Any excess expenditures over receipts are recorded as accounts receivable.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

The City reports the following governmental funds, which are all considered major:

General Fund - This fund is the principal operating fund of the City and is used {o account for all financial
resources except those required to be accounted for in other funds.

Water Fund - This fund is used to account for the revenues (primarily user charges) and expenditures related to
the operation and maintenance of the water filtration plant and water lines for residential and commercial users.

Wastewater Treatment Fund - This fund is used to account for the revenues {user charges and general fund
transfers} and expenditures of the wastewater treatment plant for residential and commercial users.

Special Grant Fund - This fund is used to account for Community Development Block Grants and Small Cities
Entittement Grants from the U.S. Depaitment of Housing and Urban Pevelopment.

Capital Projects Fund - The capital projects fund is used to account for and report financial resources to be used
for the acquisition, construction or renovation of major capital facililies or equipment.

The City currently does not operate any propristary funds.

Additionally, the City reports the following fund type:
Fiduciary Funds
Agency Fund - The Agency fund is custodial in nature and does not present results of operation nor have
measurement focus. The Agency Fund is accounted for using the modified accrual basis of accounting. This

fund is used to account for assets that the government holds for cthers in an agency capacity.

Trust Fund - The Trust Fund represents an expendable trust received and held by the City which can only be
utilized for the benefit of Recreation/Youth programs of the City.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements.

Amounts reported as program revenues include {1} charges to customers or applicanis for goods, services or
privileges performed, (2) operating grants and contributions, and (3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than program
revenues. Likewise, general revenues include all taxes.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED PECEMBER 31, 2010
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)}

D. Budgets and Budgetary Accounting

As required by Article V of the City Charter and Administrative Code, the City's annual procedures in establishing
the budgetary data reflected in the financial statements are as follows:

a.) On or before the first day of October each year, the Mayor shall submit to the Common Council a proposed
budget and capital budget together with a message concerning same for the ensuing year.

b.) The budget message shall describe the important features; outline the proposed capital programs; indicate
major changes from the current fiscal year in financial policies, expenditures, and revenues together with the
reasons for such changes; summarize the City's debt condition; and include such other material as the Mayor may
deem advisable.

c.) The proposed budget shall provide a complete financial plan of all City functions and aclivities for the ensuing
year. The budget shall be in such form as the Mayor may deem advisable and shall include: actual revenues and
expendilures of the preceding fiscal year; actual and estimated revenues and expenditures of the current fiscal year;
all estimated revenues and proposed expenditures for the ensuing fiscal year (inciuding detailed estimates of
revenue from all sources and the amount proposed to be raised by the tax levy upon real estate). The proposed
expendilures shall be itemized as follows: each office, department, board and commission shall be listed separately
showing the proposed amount for safaries and wages, supplies and other expenditures and the total thereof;
reserve for uncollected taxes; debt service; judgments and setttements outstanding not covered by insurance;
capital program stating the amount to be financed, if any, and the method thersof; special funds and purposes not
otherwise containad in the budget; anticipated deficit, if any, of the current year and contingency fund.

d.) Immediately after the presentation of the proposed budget to the Common Council, the mayor shall fite same in
the City Clerk's Office and cause sufficient copies of same and the budget message to be made for distribution to
the public. The proposed budget shall be a pubtic record and shall be open to inspection by the public during
regular business hours in the City Clerk's Office. Not less than five days prior to the date of the public hearing, the
City Clerk shall cause to be published in the official newspaper of the City a notice of public hearing which shall
specify the date, time and place of the public hearing; the total amount of the proposed budget; the amount thereof
to be raised by taxes; the anticipated tax rate per thousand of assessed valuation and that copies of the proposed
budget are available to the public in the City Clerk's Office.

e.) The Common Council shall meet and conduct a public hearing at which the Mayor shall be present. Such public
hearing shall be held no later than November 15th.

f} After conclusion of the public hearing, the Common Council shall consider the adoption of the proposed budget
and may adjourn from time to time uniil is has fully considered and reviewed the proposed budget. The Common
Councit may add new programs or amounts, and may increase, decrease or delete programs and amounts.
Expenditures required by law, for debt service, estimated deficits or estimated revenues may not be changed except
to correct omissions or mathematical errors. The Common Council may, however, decrease the amount of tax levy
for the ensuing fiscal year as proposed by the Mayor in proportion {o such decreases in total expenditures as it may
have determined. If the Common Councl shall increase the total expenditures, such increase shall be included in
the amount to be raised by taxes.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Budgets and Budgetary Accounting, continued

g.) Upon completion of the consideration and review of the proposed budget, the Common Council, shait on or
before the 15th day of December of each year, adopt a resolution approving the budget in the final form approved
by it and shall forthwith adopt an appropriation resolution and a resolution making a levy upon all the real property
situated in the City liable to taxation in the ensuing year. The appropriation resolution shall be passed on the
budget as adopted but need not be itemized further than by each office, board, department, commission, fund and
program. Upon adoption of the budget, the appropriation and tax levy resolutions, the City Clerk shall file a certified
copy of each with the City Treasurer and Fiscal Affairs Officer. The adoption of the budget shall conslitute an
appropriation of the amounts, a levy of the amount to be raised by taxation therein stated, and a warrant te the City
Treasurer to spread and extend such levy upon current assessment tax rolls and to collect the same.

h.) If a budget has not been adopted, as provided by the Charter, on or before the 15th day of December, the
tentative City budget, with amendments, if any, shall become the budget for the ensuing year.

i.} The amount of all taxes levied upon any parcel of real properly shall, except as otherwise expressly provided by
law, be and become a lien thereon as of the first day of January of the fiscal year for which levied and shall remain a
lien until paid.

j- Fermal annual budgetary accounts are adopted and employed for control of all governmental funds except the
special grant fund and the capital projects fund. These budgets are adopted on a basis consistent with accounting
principles generally accepted in the United States except that encumbrances are treaied as budgetary expenditures
in the year of occurrence of the commitment to purchase. All unencumbered appropriations lapse at the end of the
fiscal year, Budgetary comparisons presented in this report are on the budgetary basis and represent the budget as
modified. This results in the following reconciliations of fund balances computed on a GAAP basis and a budgetary

basis:
Wastewater
General Water Trealment
Fund Fund Fund
GAAP Basis:

Fund Balances {Deficit) - 12/31/10 $5,699,526 ($731,913) {$1,548,776)
Deduct ouistanding encumbrances 352,245 12,397 95,466
Budgetary Basis:

Fund Batances {Deficit) - 12/31/10 $5,347.281 ($744,310) {$1,844,242)

k) Total expenditures for each aclivity may not legally exceed the lotal appropriations for that aclivity.
Encumbrances outstanding at year end are accounted for by a reservation of fund balance.

L} Formal annual capital budgets and five year projections of capital needs are adopted by the Common Council for
contro! of capital expenditures.

m.) Budgetary controls for the Special Grant Fund are established in accordance with the applicable grant
agreement which covers a period other than the City's fiscal year.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Budgets and Budgetary Accounting, continued

n.) At January 1, the amount of encumbrances carried forward from the prior year are reestablished. These
increases amounted to $430,397; $18,696 and $26,874 in the General, Water and Wastewater Treatment Funds,
respectively, During the year ended December 31, 2010, supplemental appropriations {including the prior year
encumbrances) of $590,956; $59,48% and $26,874 were approved in the General, Water and Wastewater
Treatment Funds, respectively.

E. Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods and services. Encumbrance
accounting, under which purchase orders, contracts and other commitiments for the expenditure of monies are
recorded in order to reserve that portion of the applicable appropriation, is employed as an extension of budgetary
control in the governmental funds. Encumbrances outstanding at year end are reported as reservations of fund
balances since they do not constitute expenditures or liabilities.

F. Cash and Cash Equivalents

Investments are stated at fair value. Cash includes amounts in demand deposits as well as short-term investments
with a maturity date within three months of the dale acquired by the City.

G. Capital Assets

The City's property, plant, equipment, and infrastructure with useful lives of more than one year are stated at
historical cost and comprehensively reporfed in the government-wide financial statements. The City maintains
infrastructure asset records consistent with all other capital assets. Donated assets are sfated at fair value on the
date donated. The Cily generally capitalizes assets with costs of $1,000 or more as purchase and construction
outlays occur. The costs of normal maintenance and repairs that do not add to the asset value or materially extend
useful lives are not capitalized. Capital assets are depreciated using the straight-line method. When capital assets
are disposed of, the cost and applicable accumulated depreciation are removed from the respective accounts, and
the resulting gain or loss is recorded in operations. Major outlays for capital assets and improvements are
capitalized as projects are incurred.

Property, plant, and equipment of the City is depreciated using the straight line method over the following estimated

useful lives:
Assefs Years
Buildings 40
Building improvements 20
Land improvements 20
Infrasfructure:
Sanitary sewers 50
Water mains 50
Storm drains 50
Traffic control systems 20
Roads 20
Sidewalks 20
Machinery and equipment:
Office equipment and furniture 10-15
Heavy equipment 10
Vehicles 10
Other
Computers 5
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

H. Property Tax Revenue Reccgnition

The City-wide property tax is levied by the Common Councll effective January 1 of the year the taxes are
recognizable as revenue, Taxes become a lien on the related properly on January 1st of the year for which they are
levied. In the government-wide statements, property tax receivables and related revenue include all amounts due
the City regardless of when cash is received. The City acts a the collection agent for the County of Chautauqua for
County taxes levied on properties within the City. The City also collects school taxes for the local school district for
remission to them. During 1994, the City entered an agreement with the County of Chautauqua whereby unpaid City
and school taxes are to be turned over for enforcement. The agreement with the County of Chautauqua was
renewead on July 30, 2010 for the 2010 and 2011 tax years. The Counly reimburses the City for unpaid taxes and
relevies unpaid taxes as County taxes in the subsequent year.

. Compensated Absences

City employees are granted vacation, personal and sick leave and compensatory time in varying amounts. In the
event of termination or upon retirement, an employee is entifled to payment for accumulated vacation, sick leave
and unused compensatory absences at various rates subject to certain conditions, maximum limitations and union
affiiations.

Compensated absences are reported as accrued in the government-wide financial statements. Governmentai
funds report only matured compensated absences payable to currently terminating employess and are included in
wages and benefits.

Payment of compensated absences recorded in the general government fong-term debt in the government-wide
financial statemenis is dependent upon many factors; therefore, timing of future payment is not readily
determinable. However management belisves that sufficient resources will be made available for the future
payment of compensaled absences when such payments become due.

J. Estimates

The preparation of financial statements in conformity with accounting principles generally accepled in the United
States of America requires management fo make estimates and assumptions that affect the reported amounts of
revenues, expenditures, assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and during the reported period. Actual results could differ from those estimates and those
differences could be significant.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

K. Accounting and Reporting Changes

During June 2007, GASB issued Statement No. 51 - Accounting and Financial Reporting for Intangible Assets. This
statement requires that all infangible assets not specifically excluded by excluded by ils scope provisions be
classified as capital assets. The City implemented Statement No. 51, effeclive for the fiscal year ending December
31, 2010.

During June 2008, GASB issued Statement No. 53 - Accounting and Financial Reporting for Derivative Instruments.
This statement addresses the recognition, measurement and disclosure of information regarding derivative
instruments entered into by state and local governments. Derivalive instruments are often complex financial
arrangements used by governmenis to manage specific risks or to make investments. The City implemented
Statement No. 53, effective for the fiscal year ending December 31, 2010.

In December 2009, GASB also issued Statement No. 88 - Accounting and Financial Reporting for Chapter 9
Bankruplcies. The objective of this statement is to provide accounting and financial reporting guidance for
governments that have petitioned for protection from creditors by filing for bankruptcy under Chapter 9 of the United
States Bankruptcy code. it requires governments to remeasure liabilities that are adjusted in bankruptcy when the
bankruptcy court confirms a new payment plan. The City implemented Statement No. 58, effective for the fiscal
year ending December 31, 2010.

Implementation of these three standards had no impact on the financial stalements of the City of Dunkirk.

L. Future Impacts of Accounting Pronouncements

The City has not completed the process of evaluating the impact that will resull from adopting Governmental
Accounting Standards Board (CASB) Statement No. 54 - Fund Balance Reporting and Govemmental Fund Type
Definitions, effective for the year ending December 31, 2011; GASB Statement 57 - OPEB Measurements by Agent
Employers and Agent Multiple-Employer Plans, effective for the year ending December 31, 2012; GASB Staternent
No. 59 - Financial Instruments Omnibus, effective for the year ending December 31, 2011; GASB Statement No. 60
Accounting and Financial Reportting for Service Concession Arrangements, effective for the year ending December
31, 2012; GASB Statement No. 61 - The Financial Reporting Entity - an amendment of GASB Statements No. 14
and No. 34, effective for the year ending December 31, 2013; and, GASB Statement No. 62 - Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, effeclive for the year ending December 31, 2012,

The City is therefore unable to disclose the impact that adopting these GASB Statements will have on its financial
position and results of operation when such statements are adopted.
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CITY OF DUNKIRK, NEW YORK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 2 - STEWARDSHIP, COMPLIANCE, ACCOUNTABILITY

At December 31, 2010, the Capital Project Fund had a deficit fund balance in the amount of $2,322,211, The deficit
was caused by (a) debt relating to the activity is considered to be a fund liability rather than a source of financing to be
reported a revenue and (b) expenditures to date exceeded revenues to date. Revenue related o the debt, under the
modified accrual basis, is not recognized as revenue until the debt is repaid from appropriations or the debt is
refinanced on a long-term basis. The deficit fund balance will eventually be eliminated as the bond anticipation notes
are retired. Management believes that sufficient revenues will be generated by the end of the project to cover the
additional project expenditures incurred.

At December 31, 2010, the Water Fund had a deficit fund balance in the amount of $731,913. The deficit was caused
by expenditures to date exceeding revenues to dale. Expenditures were over-expended due to increases in ulilities,
chemicals, repairs to equipment, sewer fees, contracted services, and equipment purchases that were not anticipated.

At December 31, 2010, the Wastewater Fund had a deficit fund balance in the amount of $1,548,776. The deficit was
caused by expenditures to date exceeding revenues to date. Expendilures were over-expended due o increases in
utilities and chemicals that were not anticipated.

NOTE 3 - CASH AND INVESTMENTS

The Cily's investment policies are governed by state statutes and various resolutions of the Common Council. City
moneys must be deposited in FDIC-insured commercial banks or trust companies located within the state. The
Treasurer is authorized to use demand accounts and cerlificates of deposit. Permissible investments include
obligations of the U.S. Treasury and U.S. agencies, repurchase agreements, and obligations of New York State or ils
localities. Collateral is required for demand deposits and certificates of deposit at 102% of ali deposits not covered by
federal deposit insurance. Obligations that may be pledged as collateral are obligations of the United States and its
agencies and obligations of New York State and its municipalities and school districts.

The detail of cash and cash equivalents at December 31, 2010 is as follows: Carrying
Amount
Petty cash $ 1,400
Deposits {checking account) 3,602,377
Cash and cash equivalents {savings and CDs) 1,470,974
Total $ 4,974,751
Cash and cash equivalents maintained by the City at December 31, 2010 consist of: Amount
Government aclivities $ 4,853,039
Fiduciary activities 121,712
Total $ 4,974,751
Deposits - All deposits are carried at cost plus accrued interest. Bank
Balance
Insured (FDIC) $ 1,896,188
Uninsured -
Coliateral held by bank's agent in City's name 4,500,235
Total deposits $ 6,396,423

At December 31, 2010, the City did not have any investments other than cash and cash equivatents.
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YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 3 - CASH AND INVESTMENTS, continued
Investments - All investments are carried at the lower of cost or market and are categorized in the following manner,
Category 1 - Insured or registered, or securities held by the Gity or its agent in the City's name.

Calegory 2 - Uninsured and unregistered, with securities held by the counterparty's trust department, or agent in the
City's name.

Category 3 - Uninsured and unregistered, with no securitization of the investments.
NOTE 4 - PROPERTY TAX

The City-wide properiy tax is levied each January 1, which is also the lien date. Property taxes are collected during the
period Aprll 1 through May 8 of each year. The County assumes enforcement responsibility for all taxes levied by the
City.

Tax rates are calculated using assessments prepared by City Assessors as adjusted by the New York State Board of
Equalization and Assessment for the purpose of comparabifity. The total taxable assessed value of real property
included in the tax levy of 2010 is approximately $279 million. The effective tax rate on this value is approximately
$16.38 per thousand. The statutory maximum tax rate is 2.0% of the 5-year average of the equalized assessment.
The 2010 levy represents approximately 54.46% of the maximum statutory levy.

The City constitutional tax limit for the fiscal year ended December 31, 2010 is computed as follows:

Five year Average Full Valuation

of Taxable Real Estate (2006 - 2010) $ 345,622,923

Tax limit @ 2.0% $ 6,912,458
Total Tax Levy 4,565,070
Less: Exclusions 1,416,962
Total Levy Subject to Tax Limit 3,148,108
Tax Margin $ 3,764,350

NOTE 6 - INTERFUND TRANSFERS

The City made the following operating transfers during 2010:

Transfer In
Wastewater
General Water Treatment
Transfer Out Fund Fund Fund Total
Capital Projects Fund 3 5,575 $ 24,500 $ 170,759 $ 200,834
Permanent Trust Fund 5,000 - - 5,000
$ 10,575 $ 24,500 $ 170,759 $ 205,834
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NOTE 6 - RECEIVABLES

Revenues accrued by the City consist of the following:

A. Other Receivables - represents amounts due from various sources.

Funds:
General Fund $ 490,103
Water Fund 521,390
Wastewater Fund 509,675
Totai 3 1,621,068

B. Due from Other Governments - State and federal recelvables primarily represent claims for reimbursement of
expenditures incurred related to the community development small cities program and various state aided
programs. They are nei of related advances from New York State. State and federal receivables aiso include
reimbursable amounts for construction expenditures made through the Capital Project Fund. Other government
receivables are amounts primarily due from other local municipalities and other miscelflaneous ifems. Amounts
accrued at December 31, 2010 are comprised of:

State and Federal Receivables

General Fund $ 550,751
Special Grant Fund 18,260
Capital Projects Fund 71,095

Total due from other governments $ 640,108

NOTE 7 - CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2010 was as follows:

Beginning Ending
Balances Increases Decreases Balances
Governmental activities:
Capital assets not being depreciated:
Land $ 151,155  $ - $ - $ 151,155
- Construction in progress 12,033,100 2,027,554 - 14,060,654
Total capital assets not 12,184,255 2,027,554 - 14,211,809
heing depreciated
Capital assets being depreciated:
Infrastructures 34,704,071 - - 34,704,071
Buildings and improvements 12,397,918 17,593 - 12,415,511
Machinery and equipment 15,289,875 850,505 - 16,140,380
Total capital assets being depreciated 62,391,864 868,098 - 63,259,962
Less accurnulated depreciation for:
Infrastructures 31,907,647 121,152 - 32,028,799
Buildings and improvements 9,463,353 237,798 - 9,701,151
Machinery and equipment 11,827,814 830,623 - 12,658,437
Total accumulated depreciation 53,198,814 1,189,573 - 54,388,387
Total capital assets being
depreciated, net 9,193,050 {321,475) - 8,871,575
Governmental activities capital assets, net _$ 21,377,305 3 1,706,079 $ - $ 23,083,384

-36-



CITY OF DUNKIRK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
(Continued)

NOTE 7 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to the governmental functions as follows:

Shared services 3 16,633
Police department 40,450
Fire department 163,350
Transportation 390,048
Culture and recreation 47,850
Water department 214,560
Wastewaler department 324,803
QOther home and communily service 1,879

Total depreciation expense $ 1,189,673

NOTE 8 - LIABILITIES
A. Pension Plans

a,) Plan Description

The City of Dunkirk participates in the New York 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 Ptan
(System). These are cost-sharing multiple-employer retirement systems. The Systems provides retirement
benefits as well as death and disability benefits. Cbligations 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 frustee 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 custody and control of its 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, NY 12244,

b.} Funding Policy

The Systems are nonconiributory except for employees who joined the New York State and Local Employees’
Retirement System 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 expressed used in computing
the employers' contributions. The required contributions for the current and two preceding years were:

ERS PFRS
2010 $ 525504 $ 837,176
2009 332,420 619,310
2008 384,309 875,524

The City's contributions made to the systems were equal to 100 percent of the confributions required for each
year,
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NOTE 8 - LIABILITIES (CONTINUED)
B. Postemployment Benefits Other Than Pensions

a.) Plan Desgription

The City of Dunkirk administers a single-employer defined benefit healthcare plan (“the Retiree Health Plan™).
The plan provides healthcare to a single disabled retiree uniil the age of 70 through the City's group health
insurance plan, which covers both active and the above mentioned retired member. Benefit provisions were
estahlished through negotiations between the City and union representing City employees and are renegotiated
as each bargaining period expires.

b.) Funding Policy

Contribution requirements of the Retiree Health Plan by the City are established and may be amended through
negotiations between the City and the bargaining units. The contribulion is based on pay-as-you-go financing
requirements. For the year ended December 31, 2010, the Cily contributed $22,772, or 102.39%, of the
actuarially required coniributions, to the Retiree Health Plan.

c.) Annual OPEB Cost and Net OPEB Obligation

The Cily's annual other postemployment benefits (OPEB) cost Is calculated based on the annual required
contribution (ARC). The City has elected to calculate the ARC and related information using the alternative
measurement method permitied by GASB Statement 45 for employers in plans with fewer than one hundred total
plan members. The ARC represenis a level of funding that, if paid on an ongoing basis, is projected to cover
normal cost each year and to amorlize any unfunded actuarial liabilities (or funded excess) over a period not to
exceed thirty years.

The following table shows the compenents of the City's annual OPEB cost over ihe year, the amount actually
contributed to the plan, and changes in the City's net OPEB obligation to the Retiree Health Plan:

Annuai required contribution $ 23,463
Interest on net OPEB obligation (1,223)
Adjustment to annual required contribution -
Annual OPEB cost (expense) 22,240
Contribution made (22,772)
Decrease in net OPEB obligation (532)
Net OPEB obligation - beginning of year 1,963
Net OPEB obligation - end of year $ 1,431

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for 2010 is as follows:

Percentage of Net
Year Annual Annual OPEB OPEB
Ended QOPEB Cost Cost Contributed Qbligation
12/31/2008 $ 11,253 90.39% % 1,081
12/31/2009 23,654 96.27% 1,963
12/31/2010 22,240 102.39% 1,431

-38-



CITY OF DUNKIRK
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2010
{Continued)

NOTE 8 - LIABILITIES (CONTINUED)

B. Postemployment Benefits Other Than Pensions, continued

d.) Funded Status and Funding Progress

As of July 1, 2010, the most recent actuarial valuation date, the funded status of the Retiree Health Plan was as

follows:
Actuarial accrued liability {AAL) $ 202616
Actuarial value of plan assets -
Unfunded actuarial accrued liability (UAAL) $ 202,618
Funded ratio {actuarial value of plan assets/AAL) 0.0%
Annual covered payroll (aclive plan members) $ -
UAAL as a percentage of annual covered payroll 0.0%

¢.) Actuarial Methods and Assumptions

Actuarial valuations of an ongoing plan involve estimates of the value of reporled amounts and assumptions
about the probability of occurrence of events in the future. Examples, include assumptions about future
employment, mortality, and the health care cost trend. Amounts determined regarding the funded status of the
plan and the annual required contribution of the employer are subject to continual revision as actual results are
compared with past expectations and new estimales are made about the future. The schedule of funding
progress, presented as required supplementary information, following the notes to the financial statements,
presents multi-year trend information about whether the actuarial value of plan assets is increasing or decreasing
over lime relative {o the actuarial accrued liabilities for benefits,

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan understood by
the employer and plan members) and include the types of benefits provided at the time of each valuation and the
historical pattern of sharing of benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce short-term volatility in actuarial
accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2010 actuarial valuation, the alternative measurement method was used. Based on the historical
and expected returns of the City's shori-term investment portfolio, a discount rate of 5.5 percent was used, In
addition, a simplified version of the projection of future benefit payments was used.

C. Short Terim Debt

Liabilities for bond anticipation notes (BANs) are generally recorded for in the capital projects fund. The notes or
renewals thereof may not extend more than two years beyond the original date of issue unless a portion is
redeemed within two years and within each twelve month period thereafter.

State law requires that BANs issued for capital purposes be converted o long-term obligations within five years
after the original issue date. However BANs issued for assessable improvement projects may be renewed for
periods equivalent to the maximum life of the permanent financing, provided that siipulated annual reductions of
principal are made.

The following is an analysis of outstanding BANs at December 31, 2010:

Maturity interest
Fund Description Amount Date Rale
Capifal projects  Boardwalk $ 700,000 12/9/2011 2.50%
Capital projects  Wastewater filtration plant 3,100,000 3/30/2011 1.50%
Capital projects  Waler meters 975,000 10/10/2011 1.27%
Capital projects  Woater meters 325,000 12/9/2011 2.06%

$ 5,100,000
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NOTE 8 - LIABILITIES {(CONTINUED)

C. Short Term Debt, continued

Revenue anticipation notes (RANs) may be issued in anticipation of collection of revenues other than real estate
taxes for meeting expenditures payable from the type of revenue for which the borrowing was made. RANs must
mature within one year and may be renewed from time to time, but each renewal shall be for a period not exceeding
one year. During the year ended December 31, 2010, the City did not issue, renew or repay any RANSs.

Tax Anticipation Notes {TANs) may, up to the maximum authorized by statute, be issued against the anticipated
collection of taxes or assessments levied or to be levied against real properly. These notes may be renewed for a

period not to exceed one year and must be retired within five years of the original issue. During the year ended
December 31, 2010, the City did not issue, renew or repay any TANs.

D. Long Term Debt

a.} Constitutional Debt Limit

The City constitutional debt limit at December 31, 2010 is computed as follows;

Five-Year Average Fuli Valuation

of Taxable Real Estate (2005 - 2009) $ 339,484,032
Debt Limit @ 7% $ 23,763,882
Net Indebtedness (after statutory exclusions) 850,000
Net Debt Contracting Margin $ 22913,882
Percentage of Debt Coniracting Power Exhausted 3.58%

b.) Serial Bends

The City borrows money in order to acquire land or equipment or construct buildings and improvements. This
enables the cost of these capilal assels to be borne by the present and future taxpayers receiving the benefit of
the capital assets. These long-term liabilities, which are full faith and credit debt of the local government are
recorded in the governmental funds in the government-wide financial statements.
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NOTE 8 - LIABILITIES (CONTINUED)

D. Long Term Debt, continued

¢.) Compensated Absences

As explained in Note 1, compensated absences are recorded in the government-wide financial statements.
Governmental funds report only matured compensated absences payable to currently terminating employees
which are included in wages and benefits.

d.) Suimmary of Changes in General Long Term Debt

The following is a summary of changes in general long-ferm liabilities:

Balance Balance
01/0172009 Increases Decreases 12/31/2008
Serial bonds $ 6,135,000 8 280,000 $ 705,000 $ 5,710,000
Compensated absences 4,187,131 17,696 - 4,204,827

$ 10,322,131 3 297,696 $ 705,000 $ 9914827

Additions and deletions to compensated absences are shown net since it is
impractical to determine these amounts separately.

e.) Long Term Debt Maturity Schedule

The following is a summary of changes in long term liabilities.

. Outstanding
Date Maturity Interest Original Balance
Purpose Issued Date Rate Amount 121312010
Various purposes 8/15/1993 5/15/2011 3.10%  $ 3,740,000 $ 150,000
Whater treatment
plant renovation 71262001 11/15/2011 2.60% 725,364 80,000
Sewage treatment
plant renovation 11/12/1992 2/16/2013 3.24% 5,545,000 875,000
Water treatment
plant renovation 9/1/2008 5/1/2033 4.25% 4,539,000 4,225,000
Water treatment
plant renovation 41412010 51112015 2.69% 280,000 280,000
$ 5,710,000
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NOTE 8 - LIABILITIES (CONTINUED)

D. Long Term Debf, continued

f.) Future Debt Service Requirements

The following table summarizes the Cily's future debt service requirements as of December 31, 2010

Seriat Bonds
YEAR ENDING DECEMBER 31, Principal Interest

2011 & 760,000 $ 249,899
2012 540,000 208,015
2013 550,000 189,681
2014 225,000 164,790
20186 225,000 156,163
2016-2020 850,000 670,197
2021-2025 960,000 472,281
2026-2030 990,000 256,678
2031-2033 610,000 43,575

TOTAL $ 5,710,000 $ 2,411,258

.} Prior Year Defeasance of Debt

In prior years, the City defeased certain general obligation and other bonds by placing the proceeds of new bonds
in an irrevocable trust to provide for all future debt service paymenis on the old bonds. Accordingly, the trust
account and the liability for the defeased bonds are not included in the Cily's financial statements. At December
31, 2010, $150,000 of outstanding bonds are considered defeased.

NOTE 9 - NET ASSETS

Restricted Net Assets

Restrictions of net assets have been recorded in the government-wide financial statements of the City at December 31,
2010, In the governmental fund statements these restriclions are reflected as reservations of fund balances. At
December 31, 2010, the City has recorded the following restrictions:

Restricted for Capital Equipment - represents resources that are committed for future capital equipment
acquisitions.

Resfricted for Tax Stabilization - represents resources appropriated by the Common Council to keep future tax
increases at a minimum in any fiscal year.

Restricted for Employee Benefits - represents resources fo be used to help minimize the financial burden of
future employee benefit increases.

Restricted for Street Improvements - represents resources that are committed for future street construction.

Restricted for Encumbrances - represents commitments retated to unperformed {executory) contracts for goods
or services.

Unrestricted Net Assets

Designations are not legally required restriclions, but are segregated for a specific purpose. At December 31, 2010,
the City had not designated any unrestricted net assets.
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NOTE 10 - CONTINGENCIES
A. Lease Commifinents and L.eased Assets

The City leased property and equipment under an operating leass. Total rental expenditures on this lease for the
year ended December 31, 2010 were approximately $593. The City does not have any operating leases as of

B. Grant and Aid Programs

The City receives significant financial assistance from numerous federal and state agencies. The receipt of such
funds generally requires compliance with terms and conditions specified in the grant agreements and is subject to
audit by the grantor agencies. Any disallowed expenditures resulting from such audits could become a liability of
the City. The amount of disallowance, if any, cannot be determined at this time, although, based on prior
experience, the Cily expects such amounts to be immaterial.

C. Litigation

The City is party to various legal proceedings which normally occur in governmental operations. The City believes
that its ultimate liability, if any, in connection with these matters, will not have a material effect on the City's financial
condition or results of operations,

D. Environmental Remediation

The City's policy is not to take possession or ownership of properties with potential or known pollution remediation
issues. The Cily currently does not have any properties with pollution remediation obligations where the City relains
ownership rights that have either been remediated or have grant funding in place to be remediated. Any potential
future environmental remediation is considered to be de minimus fo the City. Therefore, the City has not made any
adjustments related to GASB No. 42 to book any potential environmental remediations on the books.
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CITY OF DUNKIRK, NEW YORK
BUDGETARY COMPARISON SCHEDULE
GENERAL FUND
YEAR ENDED DECEMBER 31, 2010

REVENUES:
Real property taxes
Sales lax
Property tax items
Nen-property lax items
Departmental income
Shared services
Use of money and property
Licenses and permits
Fines and forfeituras
Sale of property and compensation for loss
Miscelfaneous
Slate aid
Federal ald

Total revenues

EXPENDITURES:

Current:
Council
Mayor
Fiangial
Staff
Shared services
Spedial items
Police department
Fire department
Other public safety
Transporation
Economic assistance and cpporlunily
Culture and recreation
Home and community service
Employee benefits

Debt service:
Principal
Interest

Total expenditures
EXCESS {DEFICIENCY)} OF REVENUES OVER EXPENDITURES

OTHER FINANGING SOURGES [USES):
Transfers in

Total other financing sources {(uses)

EXCESS (DEFICIENCY} OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES

FUND BALANCE, fanuary 1

FUND BALANGE, December 31

Variance
Original Revised Favorable
Budget Revislons Budget Actuatl Encumbrances  {Unfavorable}
$ 4,565,070 $ - % 4,565,070 $ 4550453 % - $ (4,617)
2,135,924 - 2,135,924 2,223,014 - B¢,000
3,019,688 - 3,019,688 3,272,448 - 252,760
370,000 - 370,000 353,768 - {16,232)
506,200 3,088 909,288 §98,798 - {10.492)
452,672 55,347 508,019 538,235 - 30,216
53,333 - 53,333 30,712 - (22,621)
30,100 - 30,100 35,255 - 5,185
155,000 - 155,000 125513 - (29,487)
12,660 1,747 14,247 2,553 - {11,694)
170,000 21,159 191,169 163,553 - {27,606)
2,057,932 92,751 2,150,683 2,404,464 - 253,781
- . - 2,769 - 2,769
13,928,419 174,092 14,102,511 14,611,633 - §09,022
39,050 287 39,337 39,337 - -
101,653 2,200 103,853 102,985 58 810
419,039 {14,432) 404,607 398,790 6,593 (776)
497,321 6,827 504,148 503,675 473 -
561,025 50,790 611,815 608,885 1,095 1,835
248,358 (128,028) 120,330 208,388 - {688,058)
3,122,935 47,388 3,170,321 3,162,465 14,938 {7,680}
1,722,850 170,342 1,893,192 1,893,192 - .
192,716 84,063 256,779 187,654 10,361 (1.236)
1,534,782 61,103 1,595,885 1,639,687 6,131 50,167
45,160 434 45,598 45,488 110 -
120,550 {13.468) 707,062 705,951 946 165
743,145 272,017 1,015,162 768,549 251,542 (4,929}
3,834,951 71,454 3,906,405 3,885,795 - 28,610
134,460 - 134,400 134,400 - -
10,484 {H 10,483 10,483 - -
13,928,419 590,956 14,619,376 14,195,622 362,245 {28,492)
- {416,864) {d16,864) 415,914 {352,248) 480,530
- 5,000 5,000 10,575 - 5576
- 5,000 £,000 10,575 5,675
- {411,864) {411,864) 426,486 {352,245} 488,105
5,273,040 - 5,273,040 5,273,040 - -
$ 5,273,040 § (411,864) % 4,861,176 § 6,699,626 $ {362,245} § 486,105
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CITY OF DUNKIRK, NEW YORK
BUDGETARY COMPARISON SCHEDULE
WATER FUND
YEAR ENDED DECEMBER 31, 2010

Variance
Original Revised Favorable
Budget Revisions Budget Actual Encumbrances {Unfavorablie)
REVENUES: A
Departmental income $ 2625850 % - $ 2625850 §% 2,562,850 $ - $ {83,000
Use of money and property 100 - 100 - - (100}
Sale of property and compensation for loss 2,500 19,866 22,366 28,110 - 5744
Miscellaneous 10,000 - 10,000 12,516 - 2,516
Total revenues 2,638,450 19,866 2,658,316 2,603,476 - (54,840}
EXPENDITURES:
Current:
Special items 86,562 (41,374) 45,188 76,094 - (30,906)
Home and community service 1,576,286 107,644 1,683,830 1,670,486 12,397 1,047
Employee benefits 490,441 (3,976) 486,465 478,712 - 7,753
Debt service:
Principal 355,000 - 355,000 80,000 - 275,000
Interest 130,161 (2,805) 127,356 2,356 - 125,000
Total expenditures 2,638,450 59,489 2,697,939 2,307,648 12,397 377,894
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES - (39,623) {39,623) 295,828 (12,397} 323,054
OTHER FINANCING SOURCES (USES):
Transfers in - - - 24,500 - 24,500
EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES - (39,623) (39,623) 320,328 (12,397) 347,554
FUND BALANCE (DEFICIT), January 1 {1,052,241) - (1,052,241) (1,052,241) - -
FUND BALANCE (DEFICIT)}, December 31 $ (1,052,241) $ {39,623) $ {1,091,864) $ {731,913) $ {12,397) $ 347,554
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CITY OF DUNKIRK, NEW YORK
BUDGETARY COMPARISON SCHEDULE

WASTEWATER TREATMENT FUND
YEAR ENDED DECEMBER 31, 2010

REVENUES:
Departmental income
Use of money and property
Miscellaneous

Total revenues

EXPENDITURES:

Current:
Special items
Home and community service
Employee benefits

Debt service:
Principal
Interest

Total expenditures
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES

OTHER FINANCING SOURCES:
Transfers in

Total other financing sources

EXCESS (DEFICIENCY) OF REVENUES AND OTHER
SOURCES OVER EXPENDITURES AND OTHER USES

FUND BALANCE (DEFICIT), January 1

FUND BALANCE (DEFICIT), December 31

Variance
Original Revised Favorable
Budget Revisions Budget Actual Encumbrances {Unfavorable)
§ 4,019,125 $ - % 4019125 % 3,064616 % - $ (954,509)
1,000 - 1,000 - - (1,000)
- - - 9,618 - 9618
4,020,125 - 4,020,125 3,074,234 - (945,891)
113,195 - 113,195 81,258 - 31,937
2,616,984 26,874 2,643,858 2,326,887 95,466 221,505
532,929 - 532,929 461,101 - 71,828
490,600 - 490,600 490,600 - -
266417 - 266 417 220,349 - 46,068
4,020,125 26,874 4,046,999 3,580,195 95,466 371,338
- {26,874) {26,874) {505,961) {95,466) (574,553)
- - - 170,759 - 170,759
- - - 170,759 - 170,759
- (26,874) {26,874) (335,202) (95,466) (403,794)
(1,213,574} - (1,213,574) {(1,213,574) - -
$ (1,213,574} $ (26,874) $ (1,240,448) $ (1,548,776) $ (95,466} $ {(403,794)
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CITY OF DUNKIRK, NEW YORK

SCHEDULE OF FUNDING PROGRESS - OTHER POSTEMPLOYMENT BENEFITS

DECEMBER 31, 2010

The schedule of funding progress presenied below provides a consolidated snapshot of the City's ability to
meet current and future liabilities with the plan assets. Of particular interest o most is the funded status ratio.
This ratio conveys a plan's level of assels to liabilities, an important indicator to determine the financial health
of the OPEB plan. The closer the plan is to a 100% funded status, the better position it will be in to meet all of
its future liabilities. The actuarial value of assets and actuarial accrued liability are obtained from the latest

actuarial report,

Actuarial
Accrued UAAL
Actuarial Liability Unfunded as a % of

Actuarial Value of (AAL)- AAL Funded Covered Covered
Valuation Assets Entry Age (UAAL) Ratio Payroll Payroll

Date (a) {b) {b-a) {(al/b) (c) ((b-a)/c)
71112008 $ $ 106,697 $ 106,697 0.0% $ 0.0%
7/1/2009 $ $ 215071 $ 215,071 00% § 0.0%
7/1/2010 $ $ 202616 $ 202,616 00% $ 0.0%
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CITY OF DUNKIRK, NEW YORK
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (1)
YEAR ENDED DECEMBER 31, 2010

Federal
FEDERAL GRANTOR/ CFDA Federal
PROGRAM TITLE Number (2) Notes Expenditures (3)
U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT
Direct Programs
Community Development Block Grants
Entitlement Grants 14,218 8 920,606
Total U.S. Department of
Housing and Urban Development 920,606
U.S. DEPARTMENT OF JUSTICE
Passed through NYS Division of Criminal Justice
Services:
Bulletproof Vest Partnership Program 16.607 2,769
Total U.S. Department of Justice 2,769
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 923,375

The accompanying notes are an integral part of this schedule.
-A8-



CITY OF DUNKIRK, NEW YORK
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2010

Notes:
{1) Includes all major and nonmajor programs.
{2) Source: July 2010 Catalog of Federal Domestic Assistance.

(3} Prepared on the "GAAP" basis of accounting and includes all federal program
expenditures,

(4) The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the City of Dunkirk, New York. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the general
purpose financial statements which are presented on the modified accrual basis.
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JonnsoN, MACKOWIAK
AND ASSOCIATES, LLP

Cartified Public Accountonts & Consullonts

70 East Main Street / Fredonia, Mew York 14063 / 716-672-4770 / Fox 7166791512

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

June 30, 2011

Honorable Mayor

Members of the City Council
Treasurer

City of Dunkirk

Dunkirk, New York 14048

‘We have audited the financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of the City of
Dunkirk, New York, as of and for the year ended December 31, 2010, which
collectively comprise the City of Dunkirk, New York's basic financial statements
and have issued our report thereon dated June 30, 2011. 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.

internal Control Over Financial Reporting

in planning and performing our audit, we considered the City of Dunkirk, New
York's internal control over financial reporting as a basis for desighing our
auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness
of the City of Dunkirk, New York's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control over financial reporting.
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A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct misstatements on a
timely basis. A material weakness is a deficiency, or a combination of
deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or
detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify
any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above. However, we identified a certain
deficiency in internal control over financial reporting, described in the
accompanying schedule of findings and questioned costs, referenced as 10-01,
that we consider to be significant deficiency in internal control over financial
reporting. A Significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Dunkirk,
New York's financial statements are free of material misstatement, we performed
tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit,
and accordingly, we do not express such an opinion. The resulis of our tests
disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City of Dunkirk,
New York in a separate letter dated June 30, 2011.

The City of Dunkirk, New York’s response to the finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. We
did not audit the City of Dunkirk, New York’s response and, accordingly, we
express no opinion on it.
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This report is intended solely for the information and use of the finance
committee, management, City Council, and federal awarding agencies and pass-

through entities. However this report is a matter of public record and its
distribution is not limited.

?W/,%dméw { Cusoelatr), LLP

JOHNSON, MACKOWIAK AND ASSOCIATES, LLP
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Jonnson, Mackowiax
AND ASSOCIATES, LLP

Cerlified Public Accountants & Consultants

70 East Main Skreet / Fredonia, New York 14063 / 716-672-4770 [ Fox 716679-1512

INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

June 30, 2011

Honorable Mayor

Members of the City Council
Treasurer

City of Dunkirk

Dunkirk, New York 14048

Compliance

We have audited the compliance of the City of Dunkirk, New York, with the types
of compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on the City of Dunkirk’s
major federal program for the year ended December 31, 2010. The City of
Dunkirk, New York’s major federal program is identified in the summary of
auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations,
contracts and grants applicable to its major federal program is the responsibility
of the City of Dunkirk, New York’s management. Our responsibility is to express
an opinion on the City of Dunkirk, New York’'s compliance based on our audit.
The City of Dunkirk, New York’s basic financial statements include the operations
of the Dunkirk Housing Authority, which received $1,312,857 in federal awards
that is not included in the schedule during the year ended December 31, 2010.
Our audit, described below, did not include the operations of the Dunkirk Housing
Authority because other auditors were engaged to perform such audit in
accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a
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test basis, evidence about the City of Dunkirk, New York’s compliance with those
requirements and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonabie basis for
our opinion. Our audit does not provide a legal determination of the City of
Dunkirk, New York's compliance with those requirements.

In our opinion, the City of Dunkirk, New York complied, in all material respects,
with the compliance requirements referred fo above could have a direct and
material effect on its major federal program for the year ended December 31,
2010.

Internal Control Over Compliance

The management of the City of Dunkirk, New York, is responsible for establishing
and maintaining effective internal control over compliance with the requirements
of laws, regulations, coniracts and grants applicable to federal programs. In
planning and performing our audit, we considered the City of Dunkirk, New
York’s internal control over compliance with the requirements that could have a
direct and material effect on a major federal program in order to determine the
auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the City of Dunkirk, New York’s
internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose
described in the preceding paragraph and was not designed to identify all
deficiencies in internal control over compliance that might be significant
deficiencies or material weaknesses and therefore, there can be no assurance
that all deficiencies, significant deficiencies, or material weaknesses have been
identified. However, as discussed below, we identified certain deficiencies in
internal confrol over compliance that we consider to be significant deficiencies.

A deficiency in internal control in over compliance exists when the design or
operation of a control over compliance does not allow management or
employees, in the normal course of performing their assigned functions, to
prevent or detect and correct noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected on a timely basis.
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A significant deficiency in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance requirement of a
federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with
governance. We consider the deficiency in internal control over compliance
described in the accompanying schedule of findings and questioned costs as
items 10-01 to be a significant deficiency.

The City of Dunkirk, New York's response to the finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. We
did not audit the City of Dunkirk, New York's response and, accordingly, we
express no opinion on the response.

This report is intended solely for the information and use of the finance
committee, management, City Council, others within the entity, federal awarding

and pass-through agencies. However, this report is a matter of public record and
its distribution is not limited.

qwu,%mwmé’ (bessciatrel, LLP
JOHNSON, MACKOWIAK AND ASSOCIATES, LLP
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CITY OF DUNKIRK, NEW YORK
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2010

Section | — Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued;

Internal control over financial reporting:
Material weakness(es) identified?

Significant deficiency(ies) identified
that are not considered to be
material weakness(es)?

Noncompliance material to
financial statements noted?

Federal Awards

Internal control over major programs:
Material weakness(es) identified?

Significant deficiency(ies) identified
that are not considered to be
material weakness(es)?

Type of auditors’ report issued on compliance
for major programs:

Any audit findings disclosed that are

required to be reported in accordance
with section 510(a) of Circular A-1337
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Ungualified

yes X

yes

yes X
yes X
yes X
Unqgualified
yes X

ho

none reported

no

no

none reported

no



CITY OF ‘DUNKIRK, NEW YORK
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, continued
YEAR ENDED DECEMBER 31, 2010

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

14.218 Community Development Block Grant

Dollar threshold used to distinguish between
Type A and type B programs? $300,000

Auditee qualified as low-risk auditee? yes X _ho

Section Il = Financial Statement Findings

As of and for the year ended December 31, 2010, the City of Dunkirk, New York, had one
finding that were required to be reported in accordance with GAGAS.

10-01 Payroll Reconciliations

Condition: The City does not have a formal procedure to ensure that reconciliations of the
payroli account are completed on a monthly basis.

Criteria: The City must maintain proper records and reconcile these records to the general
ledger on a timely basis to ensure accurate accounting.

Effect: We encountered a situation in which the payroll subsidiary ledger differed
significantly from the general ledger.

Cause: Adequate procedures were not in place to accurately reconcile the City's payroll
account.

Auditor's Recommendation: The City should implement policies and procedures fo provide
that the reconciliation process takes place on a monthly basis.

Management's response: The City has taken steps to ensure that payroll reconciliations
are completed in a timely manner.

Section Hi — Federal Award Findings and Questioned Costs

As of and for the year ended December 31, 2010, the City of Dunkirk, New York, we did not
have any findings that were considered Federal Award Findings and Questioned Costs.
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CITY OF DUNKIRK, NEW YORK
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED DECEMBER 31, 2010

¢ There were no prior year A-133 findings.
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CITY OF DUNKIRK, NEW YORK

SCHEDULE OF STATE TRANSPORTATION ASSISTANCE EXPENDED

YEAR ENDED DECEMBER 31, 2010

NYSDOT
Contract
PROGRAM TITLE Number Expenditures
New York State Arterial Aid N/A $ 95,816
Consolidated Highway Improvement
Program (CHIPS) N/A 375,683
TOTAL STATE TRANSPORTATION ASSISTANCE EXPENDED $ 471,499
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CITY OF DUNKIRK, NEW YORK
NOTES TO THE SCHEDULE OF STATE TRANSPORTATION
ASSISTANCE EXPENDED
YEAR ENDED BECEMBER 31, 2010

GENERAL
The accompanying Schedule of State Transportation Assistance Expended of City of Dunkirk, New

York, presents the activity of all financial assistance programs provided by the New York State
Department of Transportation.

BASIS OF ACCOUNTING

The accompanying Schedule of Staie Transportation Expended is presented using the modified
accrual basis of accounting.

The amounts reported in the Schedule of State Transportation assistance expended generally
were obtained from the appropriate financial reports for the applicable program and periods. The
amounts reported in the financial reports are prepared from records maintained for each program.
These records are periodically reconciled to the general ledger which is the source of the financial
statements.

INDIRECT COSTS
There are no indirect costs associated with these programs.

MATCHING COSTS

Maiching costs, ie, the City's share of certain program costs, are not included in the reported
expenditures.

AMOUNTS PAID TO SUBRECIPIENTS

There were no amounts paid to subrecipents.
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JounsoN, MACKOWIAK
AND ASSOCIATES, LLP

Certified Publlc Accountants & Conzultants

70 East Main Street / Fredonia, New York 14063 / 716-672-4770 / Fax 716-679-1512

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND CONTROLS OVER
STATE TRANSPORTATION ASSISTANCE EXPENDED BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

June 30, 2011

Honorable Mayor

Members of the City Council
Treasurer

City of Dunkirk, New York 14048

Compliance

We have audited the compliance of the City of Dunkirk, New York with the types of compliance
requirements described in Part 43 of the New York State Codification of Rules and regulations
(NYCRR) that are applicable to each state transportation assistance program tested for the year
ended December 31, 2010. The programs tested are identified in the summary of audit results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each program tested Is the
responsibility of the City of Dunkirk, New York's management. Our responsibility is to express
an opinion on the City of Dunkirk, New York's compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing
standards; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Compiroller General of the United States; and Part 43 of NYCRR.
Those standards and Part 43 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above, that could have a direct and material effect on the state transporiation assistance
programs tested, has occurred. An audit includes examining, on a test basis, evidence about
the City of Dunkirk, New York’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Qur audit does not provide a legal determination on
the City of Dunkirk, New York's compliance with those requirements.

tn our opinion, the City of Dunkirk, New York complied in all material respects with the
compliance requirements referred to above that could have a direct and material effect on each
of its state transportation assistance programs tested for the year ended December 31, 2010.

Internal Control Over Compliance

The management of the City of Dunkirk, New York is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to state transportation assistance programs. In planning and
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performing our audit, we considered the City of Dunkirk, New York’s internal control over
compliance with requirements that could have a direct and material effect on state
transportation assistance programs to determine our auditing procedures for the purpose of
expressing our opinion on compliance, and to test and report on the internal control over
compliance in accordance with Part 43 of NYCRR, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the City of Dunkirk, New York’s internal control over
compliance.

A deficiency in confrol over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect and correct noncompliance with a type of compliance
requirement of a state transportation assistance program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a state transportation assistance
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control over compliance that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be a material weakness, as defined above.

Schedule of Staie Transportation Assistance Expended

We have audited the financial statements of the City of Dunkirk, New York as of and for the year
ended December 31, 2010, and have issued our report thereon dated June 30, 2011. Our audit
was performed for the purpose of forming an opinion on the City of Dunkirk, New York's
financial statements taken as a whole. The accompanying schedule of state transportation
assistance expended is presented for purposes of additional analysis as required by Part 43 of
NYCRR, and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our
opinion, is fairly stated, in all material respects, in relation io the financial statements taken as a
whole.

This report is intended solely for the information and use of the City of Dunkirk, New York's

management and the New York State Depariment of Transportation. However, this report is a
matter of public record and its distribution is not limited.

?_W,%dm«‘-w § Lasoclatsd) LLP

JOHNSON, MACKOWIAK AND ASSOCIATES, LLP
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CITY OF DUNKIRK, NEW YORK

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR STATE TRANSPORTATION ASSISTANCE EXPENDED

YEAR ENDED DECEMBER 31, 2010

Summary of Audit Resuits:
Internal control over state transportation assistance expended:

+ Material weakness(es) identified
« Reportable condition(s) identified that are not
considered to be material weakness(es)

Type of auditors' report issued on compliance
for programs tested:

Identification of State Transportation Assistance Programs Tested:

Name

Consolidated Highway Improvement Program (CHIPS)
Compliance Findings and Questioned Costs:

No matters were reported.
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No

None reported

Unqualified



CITY OF DUNKIRK, NEW YORK
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR STATE TRANSPORTATION ASSISTANCE EXPENDED
YEAR ENDED DECEMBER 31, 2010

The City of Dunkirk, New York did not have any prior year findings.
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