MANAGEMENT’S DISCUSSION AND ANALYSIS

Charles and participating small cities within the parish. The City and Parish split the remainder of revenue. This
agreement resulted in increased revenue for the City.

The decrease in operating and capital grants and contributions is related to the hurricane disaster relief funds which
were recorded in 2006. Most of the increase in other general revenues is related to an increase of 53.7 percent on
interest earnings on investments. For the entirety of the fiscal year, the Federal Reserve federal funds rate was 5.25
percent compared to the fiscal year 2006 rate which varied from 3.75 to 5.25 percent. Proceeds from the bond issue
received in May 2007 are invested in a repurchase agreement paying 4.852 percent, of which very little had been
spent by fiscal year end. Federal Fund rates have been drastically cut since the onset of the 2008 fiscal year and will
result in much lower investment income for 2008.
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Analysis of Fund Financial Statements

This discussion pertains to the financial statements for the various funds into which the City’s accounts are divided
to comply with legal requirements. As previously noted, the two fund classifications represented in these statements
are governmental and proprietary funds.

The City’s governmental funds had a combined fund balance of $115,252,080 at the end of fiscal year 2007,
representing a 57 percent increase from 2006. The majority of this increase is attributable to the Capital Project
Fund, which increased by $32 million after receiving proceeds from the 2007 LCDA Public Improvements bond
issue, which will be spent within the next 30 months. The Debt Service Fund increased due to a transfer from the
Capital Project Fund related to the 2003 LCDA bond issue. The City’s General Fund balance increased by 13.7
percent. Revenues were flat compared to 2006, and expenditures were increased by 10 percent. There was a
reduction of operating transfers of 70 percent from 2006. The excess sales tax collected in 2006 allowed for greater
than normal transfers to other funds, primarily for capital expenditures. Although 2007 revenues were greater than
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