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November 26, 2007

Honorable Mayor, Members of the Governing Board and
Citizens of the Town of Wake Forest:

The Comprehensive Annual Financial Report (CAFR) of the Town of Wake Forest, as of and for the fiscal year
ended June 30, 2007 is submitted herewith by the Finance Department in compliance with North Carolina
General Statute 159-34. The organization, form and contents of this report plus the accompanying financial
statements and statistical tables are formulated in accordance with the principles prescribed by the
Governmental Accounting Standards Board, the American Institute of Certified Public Accountants, the State of
North Carolina, Town Ordinances and the Government Finance Officers Association.

This report is the official comprehensive publication of the Town’s financial position at June 30, 2007, and
results of operations for the fiscal year then ended for all funds for the Town. Responsibility for both the
accuracy of the presented data and the completeness and the fairness of the presentation, including all
disclosures, rests with the Town. We believe the data and presentation are fair and accurate and that you will
find everything necessary in this document to gain an understanding of the Town’s financial activities over the
past fiscal year.

The Management’s Discussion and Analysis (MD&A) immediately follows the independent auditor’s report
and provides a narrative introduction, overview and analysis of the basic financial statements. This letter of
transmittal is written to complement the MD&A.

Profile of the Town

The Town of Wake Forest is located in Northern Wake County and is contiguous to the City of Raleigh. The
Town is positioned in the north central section of the Piedmont area of the State and is considered a part of the
Research Triangle area. The growth and development of the Research Triangle, which encompasses Wake,
Durham and Orange counties has led to the growth of the economic base in recent years. Educational
opportunities, recreational and cultural amenities, a strong economic base and a highly rated quality of life
continue to attract an ever-growing number of newcomers to this area.

Incorporated in 1909, Wake Forest continues its emergence as a major player in the phenomenal growth
and activity witnessed throughout the Triangle. Wake Forest maintains its small town character, however,
by captivating newcomers and long-time residents alike with its incomparable warmth and charm.

The Town’s estimated population at June 30, 2007 was 24,970 which is an increase of 9.6% over the previous
fiscal year. Total growth has been approximately 168% since 1998. Regional employment opportunities and
easy access to the airport make Wake Forest a desirable place to work and live. Over the last several years there
has been a shift in commercial establishments from industry to retail institutions.

401 Elm Avenue e Wake Forest, NC 27587 e (919) 554-6100 e www.wakeforestnc.gov




Economic Condition and Outlook
Wake Forest’s tax base has grown from $406.3 million in 1998 to $2.0 billion in 2007. The Town’s tax base is
approximately 20 percent commercial/industrial and 80 percent residential.

Heritage Wake Forest is the single largest subdivision in Wake Forest and is located in the heart of Wake Forest.
It is less than one (1) mile from Capital Boulevard and is being developed by Ammons Development Group.
Heritage consists of 1,350 acres which includes a golf course and a clubhouse, swim and tennis club, three (3)
new public schools, an industrial and business park, shopping and commercial opportunities, neighborhood
business and office opportunities and over 2,250 residential homes.

In May 2007, a plan for a 256-acre tract of land referred to as Holding Village was approved. This development
will include 1,200 single family units and will ultimately connect Heritage Wake Forest with the downtown
area. Construction is expected to start in 2008.

The development of several small subdivisions is underway contributing to the Town’s continued growth.
Austin Creek located on Highway 98 East and Stonegate at St. Andrews located on Forestville Road are two
larger developments under construction. Each will have over 400 single family units and over 200 town home
units.

The Town’s retail community currently includes The Factory, Capital Plaza, Wake Pointe Shopping Center,
Wake Forest Crossings and Market of Wake Forest and five more retail centers are in varying stages of approval
or construction (Shoppes of Caveness, Wake Forest Towne Center, Pumell Place, Quail Crossing Shopping
Center and Gateway Commons Shopping Center). Other commercial projects underway or in review include
Heritage Medical Center, La Scala — Phase I, Ligon Mill — Phase III and North Park — Phase II. Several new
restaurants around town opened during the past year including Chili’s, Old Chicago Pizza, Carolina Ale House,
Red Robin, Texas Roadhouse and Steak ‘n Shake.

In fiscal year 2007 the Town issued 748 building permits. Commercial development accounted for 20 of the
total permits issued while residential development accounted for 728.

Southeastern Baptist Theological Seminary currently enjoys an enrollment of over 2,500 students and employs
approximately 245 persons. Enrollment has increased over 85% in the past eight years and is expected to reach
over 3,500 by 2010.

Major Initiatives

Town staff has been involved in several projects during the year as directed by the Town’s governing board and
Town Manager. These initiatives reflect the Town’s continued commitment to quality of life while maintaining
its unique personality.

Several plans have been adopted and/or are underway that will significantly enhance and shape the future of the
Town of Wake Forest. Some of those plans are as follows:

= Northeast Neighborhood Plan — provides direction and guidance for future developments and
improvements in the Northeast Quadrant of Town. Furthermore, it addresses the
neighborhood’s economic development needs and suggests actions for expanding local
services and jobs. The Plan was developed through an inclusive process of local input.



= Downtown Renaissance Plan — provides a new vision to revitalize historic downtown Wake
Forest. The plan is the culmination of an intensive community input process designed to
provide a foundation to revitalize the historic downtown core as well as the future development
of areas surrounding the historic Central Business District. In the future, several road
enhancements, various landscaping improvements, and the new Town Hall have been
identified as key components of this strategic plan. The Downtown Streetscape Plan design is
currently underway. The Town plans to invest over $18.2 million in these projects within the
next several years.

»  Pedestrian Plan — identifies needed pedestrian infrastructure improvements and provides
guidance on the design of future pedestrian corridors. The Plan includes a list of prioritized
pedestrian corridor projects to be undertaken by the Town.

= Community Plan - intended to assist the Town in making the difficult decisions on how to
manage growth and how to allocate resources to deal with growth related issues. The primary
purposes of this Plan are guidance for Town decisions, source of information and public
participation and input. When finalized, the Plan will consist of growth factors analysis, vision
statements, policy statements, growth strategy map and implementation actions.

Staff continued to work with the architectural firm, Little Diversified, on the design and layout of the New
Town Hall project. Little presented the site plan to the Planning Board in November 2007. It is anticipated that
construction will commence in April 2008 with the building completed and occupied in September 2009.
Projected costs at this time are approximately $12.8 million with funding coming from cash reserves coupled
with installment financing.

Efforts continued to improve telecommunications and technology during fiscal year 2006-2007. The
Communications Specialist introduced several new and innovative tools to keep our citizens informed about
programs, services and special events in Wake Forest. He hosts “Focus on Wake Forest,” a monthly television
show that provides news and information to our Community Channel 10 subscribers in the Wake Forest
viewing area. A bi-monthly newsletter, “Our Town”, is published for our residents providing information about
current events, new services and programs. Also, he produced a comprehensive handbook, “Guide to Wake
Forest” which offers useful information for anyone interested in Wake Forest, North Carolina. The
Guide features a complete listing of Town services, utility information, important contact numbers, favorite
local attractions, churches and civic groups. It also includes information about the Town's history, area schools
and popular annual events, as well as the Town's Board of Commissioners, advisory boards and local officials.

Significant investments were made with the acquisition of enterprise solutions software. This “.NET” platform
is considered among the more advanced technology in the public sector and will enable the Town to have all
applications completely integrated. It will take approximately 18 months to two years to complete the
implementation.

The 2009 Wake Forest Centennial Celebration Planning Committee was formed during the year to plan the
Town’s 2009 Centennial Celebration. Several community events will be held through the year to commemorate
this historic occasion culminating with the grand opening of the New Town Hall and Christmas Gala in
December 2009.

The Town issued $9.2 million in G.O. bonds in September 2006. Projects completed or underway with the
proceeds are as follows:

= Flaherty Park — Phase III: Construction of a Dog Park, additional Tennis Courts and new playground
system.



= Joyner Park — Phase I: Design work underway with construction expected to commence in January

2008.
»  Franklin Street: Right of way acquisition and design with construction underway in Fall 2007.

For the past nine years, the Board has conducted a planning retreat in the early part of the year to discuss current
issues and long range goals for the Town. Each year during the annual Budget process, those goals become a
reality and are incorporated into a spending plan. Continued growth has affected the needs for personnel, capital
expenditures and adequate fire services.

In keeping with the goals set at the planning retreat, the 2007-2008 Budget addresses the personnel, operating
and capital needs caused by the continued rapid rate of growth the Town is experiencing. Ten (10) new
positions were added and $3.5 million was included for capital spending. The Capital Improvements Plan (CIP)
was used as the source of prioritizing the capital needs. The Town continues its aggressive pay as you go
financing utilizing current revenues and capital reserves.

The Town plans to issue debt over the next two (2) years as follows:

e 2008: $7 - $9 million Installment Purchase Agreement for Town Hall Construction with additional funding
coming from capital reserves and fund balance.
e 2009: $7.3 million in G.O. bonds for remaining Street projects and Park projects.

Within five to 10 years, the Town expects to hold another Bond referendum to continue with transportation
improvements identified in the Transportation Implementation Plan that was presented to the Board in 2003 by
Wilbur Smith Associates.

Internal Control

In developing and maintaining the Town’s accounting system, consideration is given to the adequacy of internal
accounting controls. Internal controls are designed to provide reasonable, but not absolute, assurance regarding
(1) the safeguarding of assets against loss from unauthorized use or disposition; (2) the reliability of financial
records for preparing financial statements in conformity with generally accepted accounting principals and
maintaining accountability of assets; (3) the effectiveness and efficiency of operations and (4) compliance with
applicable laws and regulations related to federal and state financial assistance programs. The concept of
reasonable assurance recognizes that the cost of control should not exceed the benefits to be derived, and the
evaluation of costs and benefits requires estimates and judgments by management. All internal control
evaluations occur within the above framework. We believe that the Town’s internal accounting controls
adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions.

Cash Management

The Town follows an adopted cash management policy as well as an investment policy with the objective of
maximizing the use of public monies in the interest of the public. Cash that was temporarily idle during the year
was invested in the North Carolina Capital Management Trust, a SEC registered money market mutual fund and
other acceptable money market funds. All deposits were either insured by federal depository insurance or fully
collateralized according to North Carolina General Statute 159-31.

The Town realized investment earnings on all funds of $1,219,462 for the fiscal year ended June 30, 2007, as
compared to $714,079 for the fiscal year ended June 30, 2006. Interest rates continued to rise during the past
fiscal year. This factor along with the Town’s growth in cash position attributed to the significant increase in
investment earnings. The average rate eamed in FY 2007 was 6.3% as compared to 3.74% in 2006 and 2.07%
in 2005.



Independent Audit

The General Statutes of North Carolina require an annual independent financial audit of all local government
units in the state. Joyce and Company, a firm of independent certified public accountants, has examined the
financial records of the Town and their opinion has been included in this report. Their examination was made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the accounting
records and such other auditing procedures, as they considered necessary in the circumstances. The auditor’s
report on the basic financial statements and combining and individual fund statements and schedules is included
in the financial section of this report. The auditor’s reports related specifically to the single audit are included in
the compliance section.

Awards

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in
Financial Reporting to the government for its comprehensive annual financial report for the fiscal year ended
June 30, 2006. This was the 17" consecutive year in which the Town has received this recognition. To be
awarded a Certificate of Achievement, the government published an easily readable and efficiently organized
Comprehensive Annual Financial Report. This report satisfied both generally accepted accounting principles
and applicable legal requirements. The GFOA award is valid for a period of one year.

Acknowledgments

We appreciate the assistance and dedication of the Finance Department staff throughout the year. The
preparation of this comprehensive annual financial report was made possible by the dedicated service and
cooperation of Joyce and Company. The cooperation of each department is appreciated as we work together to
conduct the Town’s financial operations. In addition, we would also like to thank the Mayor and Board of
Commissioners for their continued support, guidance and advice in planning and conducting the financial
activities of the Town in a responsible and progressive manner.
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History of the Town of Wake Forest

The Town of Wake Forest grew up around a college founded by North Carolina Baptists in 1834.
After purchasing a plantation which originally belonged to Dr. Calvin Jones, the North Carolina
Baptist Convention opened the doors of the college on February 3, 1834. Lots were sold around
the campus until gradually a town developed. The first Town Charter was obtained in 1880 for the
Town of Wake Forest College. It was not until 1909 — 29 years later - that the Town of Wake Forest
was chartered.

When the college made plans to relocate in the 1950s, the campus was sold to the Southern Baptist
Convention for use as a seminary, which opened in 1951. For the next five years Southeastern
Baptist Seminary and Wake Forest College existed on the same campus. These dates — 1834, 1909,
1951 — are significant to the Town and consequently are represented in the town seal.

Wake Forest remained a quiet village throughout the 1960s and 70s. Along with most other Wake
County towns, however, it began to experience significant growth in the 80s and 90s.

Tremendous progress and development continue today as easy access to Raleigh and the Research
Triangle area, combined with the many amenities of small-town living, make Wake Forest a
desirable destination for residential and commercial development. An emphasis on planned growth
and professional management continue to ensure that the Town’s unique personality is maintained
and enhanced by the changes currently in progress.



Responsibilities of Town Government
By Department and Division

Legislative
The Legislative Department consists of the Board of Commissioners which is comprised of the Mayor
and five Board members. All are elected by the registered voters of the Town of Wake Forest.

Administration
Responsible for the general management of all municipal functions, this department includes the Town
Manager, Deputy Town Manager, Communications Specialist and Town Clerk.

Human Resources
Responsible for directing and overseeing the personnel system, risk management and safety programs for

the Town.

Finance

Responsible for financial management through the areas of billings and collections, customer service,
cash management, payroll, purchasing and inventory control, accounts payable, financial reporting and of
the operating and capital budgets.

Management Information Systems
Responsible for maintaining and administering the Town’s centralized computer system. Staff is
responsible for assisting departments with computer and network needs.

Planning and Inspections

Responsible for the development and maintenance of all land management documents and the review and
inspection of proposed construction and development, department also includes building inspections and
code enforcement. Provides staff support to the Planning and Zoning Board, the Board of Adjustment, the
Tree Board, and the Historic Preservation Commission.

Engineering
Responsible for plan review, design work and construction inspection.

Parks and Recreation

Responsible for the maintenance of all town parks and open space and for the provision and supervision
of programs and activities designed to serve the population of the Wake Forest community. Town’s parks
include Holding Park, Forrest Park, H. L. Miller Park, Ailey M. Young Park, Alston-Massenburg Center
Park, Flaherty Park, assorted school facilities, and the operation of a swimming pool. The Parks and
Recreation Director provides staff support to the Recreation Advisory Board.

Public Buildings

Responsible for maintenance and housekeeping for the following town buildings: Town Hall, the
Community House, Alston-Massenburg Center, Police Station, Public Works Operations Center, and
Senior Center.

Public Safety

The Public Safety Department is comprised of Police, Fire and Rescue Services and is responsible for the
protection of life and property, traffic control, enforcement of state statutes and local ordinances, and
crime prevention.



Public Works and Utilities Department

Cemetery Division Responsible for the maintenance and repair of the town’s three cemeteries
located on North White Street, North Taylor Street and East Walnut Avenue. Public
Works employees also maintain the roadways in the cemetery on an as-needed basis.

Electric Operations Division This division is charged with constructing, operating and
maintaining the town’s electric distribution system, including power lines, substations and other

equipment. Division is also responsible for tree trimming, system additions and conversions.

Sanitation Division Responsible for the collection and disposal of commercial and residential
garbage and yard waste. A private contractor provides recyclable collection service.

Streets Division Charged with the construction, maintenance and repair of town streets.



181 2141931
A1)
uoyvHUDS
$102.418
swalskg Suusowdug IO 1221 sguip[ing
uoneuLojuy JWSN SYIOAN d1qng a1qng suonoadsuy
| |
KyeS uoneaIay S90IN0SoY
arqng ¥ Syed Sunuuerq soueuly uewngyy
| | | |
suoneradp
- u@%ﬁﬂ.&z um:&_uoﬂm
umo], Andaqg SUOIEOIUNIILIO)
Kowrony biclie) 1a8euey
umoy, umoL, umor, SUOISSIUILIOY) %

Spieog UMO],

sIguoIsstumo)) Jo pleog

)ey)) [euoneziuesdiQ

1S90, MBAA JO UMO T,

10



Joyce and Company, CPA Certified Public Accountants

104 Brady Court, Cary, North Carolina 27511
Phone 919-466-0946 Fax 919-466-0947

Independent Auditor’s Report

To the Honorable Mayor and
Members of the Board of Commissioners
Town of Wake Forest, North Carolina

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Wake Forest, North
Carolina, as of and for the year ended June 30, 2007, which collectively comprise the Town’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Town of
Wake Forest, North Carolina’s management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the basic financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, based on our audit, the financial statements referred to above present fairly, in all material
respects, the financial position of the governmental activities, the business-type activities, each major fund and
the aggregate remaining fund information of the Town of Wake Forest, North Carolina, at June 30, 2007 and the
respective changes in financial position and cash flows where appropriate, thereof and the respective budgetary
comparison for the General Fund 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 November 26, 2007
on our consideration of the Town of Wake Forest’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of
an audit performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

Management’s Discussion and Analysis and the Law Enforcement Officers’ Special Separation Allowance
Schedule of Funding Progress and Schedule of Employer Contributions are not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit this information and express no opinion thereon.

Members: American Institute of Certified Public Accountants ¢ North Carolina Association of Certified Public Accountants
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Our audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise the basic financial statements of the Town of Wake Forest, North Carolina. The introductory
information, combining, and individual nonmajor fund financial statements and schedules and the statistical
tables, as well as the accompanying schedule of expenditures of federal and state awards as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and the State Single Audit Implementation Act, are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The combining and individual nonmajor fund
financial statements and schedules and the accompanying schedule of expenditures of federal and state awards
have been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.
The introductory information and the statistical tables have not been subjected to the auditing procedures
applied by us in the audit of basic financial statements and, accordingly, we express no opinion on them.

Tpree ol Gompary, (74

J8YCE AND COMPANY, CPA

November 26, 2007
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Town of Wake Forest, we offer readers of the Town’s financial statements
this narrative overview and analysis of the financial activities of the Town for the fiscal year ended
June 30, 2007. Please read it in conjunction with the transmittal letter at the front of this report and
the Town’s financial statements, which follow this narrative.

Financial Highlights

The Town received upgrades from three major credit rating agencies in conjunction with
the issuance of $9.2 million in General Obligation Bonds in September 2006. The
upgrades are as follows:

Moody’s A2 increased to Aa3
Standard & Poor’s AA- increased to AA
N.C. Municipal Council 80 increased to 84

These increases were a direct result of continued growth within the economic and tax bases,
continued conservative fiscal management including formal polices in place, favorable
overall debt position and the Town’s status as a residential community benefiting from
being economically tied to the Research Triangle Park.

The assets of the Town of Wake Forest exceeded its liabilities at the close of the fiscal year
by $95.3 million. Of this amount, $20.5 million unrestricted net assets may be used to meet
the Town’s ongoing obligations to citizens and creditors.

The Town’s total net assets increased by $11.9 million, with approximately $ .1 million of
the decrease coming from business-type activities and a $12.0 million increase coming
from governmental activities.

As of the close of the current fiscal year, the Town’s governmental funds reported
combined ending fund balances of approximately $19.9 million. Approximately 32% of the
total governmental funds fund balance, or $6.3 million, is available for spending at the
Town’s discretion (unreserved fund balance). Just over $6.9 million of the total represents
unspent bond proceeds in the Street & Sidewalk Improvements and Park Development
Capital Projects Funds.

The Town of Wake Forest’s total debt increased $11.8 million during the past fiscal year.
New debt issued includes the above mentioned bonds which consisted of $5.7 million for
street and sidewalk improvements and $3.5 million for park and recreation facilities. In
February 2007, $2.3 million revenue bonds were issued for the construction of the Electric
Substation on Highway 98 By-pass. Two bucket trucks were acquired through an
installment purchase agreement for $270,000 in December 2006. The Town retired
approximately $2.4 million in debt in FY 2006-2007.

13



Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town of Wake Forest’s
basic financial statements. The Town’s basic financial statements consist of three (3) components:
1) entity-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. The basic financial statements present two (2) different views of the Town through the
use of entity-wide statements and fund financial statements. In addition to the basic financial
statements, this report contains other supplemental information that will enhance the reader’s
understanding of the financial condition of the Town of Wake Forest.

Basic Financial Statements

The first two (2) statements (Exhibits 1 and 2) in the basic financial statements are the Entity-wide
Financial Statements. The next statements (Exhibit 3 through 8) are Fund Financial Statements.
The next section of the basic financial statements is the Notes to the Financial Statements. The
notes explain in detail some of the data contained in those statements. The Required Supplemental
Information contains additional information required by generally accepted accounting principles.
After the notes and the required supplementary information, additional Supplemental Information is
provided. The other supplemental information shows details about the Town’s individual funds,
including budgetary information required by North Carolina General Statutes.

Entity-wide Financial Statements

The entity-wide financial statements are designed to provide the reader with a broad overview of
the Town’s finances, similar in format to a financial statement of a private-sector business. The
entity-wide statements provide short and long-term information about the Town’s financial status as
a whole.

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

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

Both of the entity-wide financial statements distinguish functions of the Town that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the Town include general government,
public safety, public works, environmental protection, and cultural and recreational. The business-
type activities of the Town are utility system services, specifically electricity along with water and
sewer.

In accordance with the Governmental Accounting Standards Board criteria for inclusion in the
reporting entity, the Town of Wake Forest has no component units that must be included in this
report.
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The entity-wide financial statements are on Exhibits 1 and 2 of this report.

Fund Financial Statements

The fund financial statements provide a more detailed look at the Town’s most significant
activities. A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Town, like all other
governmental entities in North Carolina, uses fund accounting to ensure and demonstrate
compliance (or non-compliance) with finance-related legal requirements, such as the General
Statutes or the Town’s budget ordinance. All of the funds of the Town can be divided into three (3)
categories: governmental funds, proprietary funds, and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the entity-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the entity-wide financial statements. By doing
so, readers may better understand the long-term financing decisions. Both the governmental fund
balance sheet (Exhibit 3) and the governmental fund statement of revenues, expenditures, and
changes in fund balances (Exhibit 4) provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

During the past fiscal year, the Town of Wake Forest maintained eight (8) individual governmental
funds: the General Fund, one special revenue fund (to account for revenues which are restricted to
a specific purpose), five capital projects funds (to account for construction projects spanning more
than one annual budget year), and one capital reserve fund (to account for funding future capital
expenditures beyond one annual budget year). The General Fund, the Street and Sidewalk
Improvements Fund, Park Development Fund and the General Capital Reserve Fund are all
considered to be major funds. The remaining governmental funds are all non-major funds and
information is presented in the aggregate.

The Town of Wake Forest adopts an annual appropriated budget for its General Fund. A budgetary
comparison statement has been provided for the General Fund to demonstrate compliance with this
budget. This budgetary statement includes both original and final amended budgets.

The basic governmental fund financial statements can be found on Exhibits 3 through 5.
Governmental funds considered to be non-major are presented as a single column in these
statements.

Proprietary Funds: Proprietary funds provide the same type of information as the entity-wide
financial statements, only in more detail. The Town of Wake Forest uses enterprise funds to
account for its electric services. The Electric Fund is classified as a major fund.

The basic proprietary fund financial statements can be found on Exhibits 6 through 8 of this report.
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Notes to the Financial Statements: The notes provide additional information that is essential to a
full understanding of the data provided in the entity-wide and fund financial statements. The notes
to the financial statements are on pages 34-52 of this report.

Other Information: In addition to the basic financial statements and accompanying notes, this
report includes certain required supplementary information concerning the Town’s progress in
funding its obligation to provide pension benefits to its employees. Required supplementary
information can be found on pages 53-54 of this report.

Entity-Wide Financial Analysis

Net assets may serve over time as one useful indicator of a Town’s financial condition. At the end
of the current fiscal year, the Town of Wake Forest is able to report positive balances in both
categories of net assets, both for the Town as a whole, as well as for its separate governmental and
business-type activities.

The Town of Wake Forest Net Assets
(All dollar amounts shown in millions)

Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006
Current and Other Assets $21.6 $12.1 $11.9 $12.5 $33.5 $24.6
Capital Assets 74.7 63.8 13.1 12.1 87.8 75.9
Total Assets 96.3 75.9 $25.0 24.6 $121.3 100.5
Long-Term Liabilities
Outstanding 2.8 3.2 3.9 4.7 6.7 7.9
Other Liabilities 11.3 2.5 8.0 6.7 19.3 9.2
Total Liabilities 14.1 5.7 11.9 11.4 26.0 17.1
Net Assets:
Invested in Capital Assets, net
Of Related Debt 62.5 59.6 12.2 11.1 74.7 70.7
Unrestricted 19.7 10.6 0.9 2.1 20.6 12.7
Total Net Assets $82.2 $70.2 $13.1 $13.2 $95.3 $83.4

The Town’s net assets increased by $11.9 million for the fiscal year ended June 30, 2007. Net
assets of our business-type assets decreased by $.1 million and total net assets of our governmental
activities increased $12.0 million. The Town’s assets exceeded liabilities by $95.3 million as of
June 30, 2007. However, the largest portion reflects the Town’s investment in capital assets (e.g.
land, buildings, machinery and equipment); less any related debt still outstanding that was issued to
acquire those assets. The Town of Wake Forest uses these capital assets to provide services to the
citizens; consequently, these assets are not available for future spending. Although the Town’s
investment in its capital assets is reported net of the outstanding related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital assets
cannot be used to liquidate these liabilities. The remaining balance of unrestricted net assets ($20.6
million) may be used to meet the Town’s ongoing obligations to citizens and creditors.
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The Town of Wake Forest Changes in Net Assets
(All dollar amounts shown in millions)

Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006
Revenues:
Program Revenues:
Charges for Services $43 $3.7 $14.3 $13.8 $18.6 $17.5
Operating Grants & Contributions 0.4 1.8 - - 0.4 1.8
Capital Grants and Contributions 8.6 4.7 - 0.1 8.6 4.8
General Revenues:
Property Taxes 10.9 9.5 - - 10.9 9.5
Investment Earnings 1.1 0.4 0.1 0.4 1.2 0.8
Other 54 6.3 0.1 - 5.5 6.3
Total Revenues 30.7 26.4 14.5 14.3 45.2 40.7
Expenses:
General Government 6.1 5.1 - - 6.1 5.1
Public Safety 6.4 5.7 - - 6.4 57
Transportation 2.6 22 - - 2.6 2.2
Environmental Protection 1.8 2.1 - - 1.8 2.1
Cultural and Recreation 1.4 1.2 - - 1.4 1.2
Interest on Long-Term Debt 4 0.2 - - 4 0.2
Water and Sewer - - - 0.3 - 0.3
Electric - - 14.6 143 14.6 14.3
Total Expenses 18.7 16.5 14.6 14.6 333 311
Change in Net Assets Before Transfers
and Special Items 12.0 9.9 0.1) (0.3) 11.9 9.6
Special Item — Transfer to the
City of Raleigh - - - 42.1) - 42.1)
Transfers - 0.2 - 0.2) - -
Increase (Decrease) in Net Assets 12.0 10.1 0.1) (42.6) 11.9 (32.5)
NET ASSETS - Beginning of the Year 70.2 60.1 13.2 55.8 83.4 115.9
NET ASSETS - End of the Year $82.2 $70.2 $13.1 $13.2 $95.3 $83.4

Governmental activities: = Governmental activities increased the Town’s net assets by $12.0
million. Items relating to governmental activities are listed below:

Revenue Governmental Activities:
*= Ad valorem taxes make up 36% of governmental activity revenue and have traditionally
been a significant revenue source for funding local government operations.
= Property tax collections increased 15% this fiscal year as Wake Forest continues to develop
at a rapid pace. The Town’s tax rate was $ .54 and the tax base had an assessed value of
$2,011,359,976. This represents an increase in tax base of 13.5% from 2006.
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* Unrestricted intergovernmental revenues are the Town’s governmental activity revenue’s
second largest revenue source accounting for 16.3% of total governmental revenues.
Included in this category is Local Option Sales Tax which increased 20.6% from the
previous fiscal year.

* Permit and fee revenue increased 6.6% this year due to the continued development and
number of permits issued during 2007.

* Investment earnings increased 185.3% in 2007. This increase is due to the amount available
to invest along with an increase in the interest rate yield average for the year of 6.3% as
compared to 3.74% in 2006.

Expenses Governmental Activities.

* The primary expenses are divided into different categories: General Government, Public
Safety, Transportation, Environmental Protection, Cultural and Recreational, and Debt
Service.

= General government increased by 20.6% from 2006 which is attributed to additional
staffing and capital outlay spending during 2007. The Town spent $361,000 in capital
related to new financial software. This included hardware acquisitions along with down
payments on the actual software.

» Public Safety increased 12.6% over the past year. Additional staffing and capital spending
attributed to this increase as well. The Town’s contract with Wake Forest Fire Department
to provide fire services is based on the assessed value which resulted in an additional
$269,000 (16.3%) they received during 2006.

= Transportation is responsible for street maintenance, streetlights, sidewalks, Powell Bill and
storm drainage. They experienced an increase of 17.3% from the previous year.

= Environmental Protection which encompasses Sanitation and Cemetery experienced a
decrease of $313,000 (-14.8%) during 2007. This was attributed to the one time up front
costs of the roll out recycling and garbage carts of $596,000 that was incurred in 2005-
2006.

Business-type activities: Business-type activities decreased the Town of Wake Forest’s net assets
by $.1 million. Items relating to business-type activities are listed below:

Revenues-Business-Type Activities:
= Charges for services from the Sale of Power increased $ .7 million (5.4%) from fiscal year

2006.
= Total operating revenues increased 3.8% from the previous fiscal year.

Expenses-Business-Type Activities:
=  Power purchases for resale increased $ .5 million (4.7%) from fiscal year 2006.
= Total operating expenses increased slightly at 1.8% from the previous fiscal year.

Financial Analysis of the Town’s Funds

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

Governmental Funds: The focus of the Town of Wake Forest’s governmental funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such information is
useful in assessing the Town’s financing requirements. Specifically, unreserved fund balance can
be a useful measure of the Town’s net resources available for spending at the end of the fiscal year.
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A portion of this unreserved fund balance is designated for specific purposes with the balance
remaining as unreserved and undesignated.

The General Fund is the chief operating fund of the Town of Wake Forest. At the end of the
current fiscal year, unreserved and undesignated fund balance of the General Fund was $6.3
million, while total fund balance reached $9.9 million. As a measure of the General Fund’s
liquidity, it may be useful to compare both unreserved/undesignated and total fund balance to total
general fund expenditures. Unreserved and undesignated fund balance represents 32.7% of the total
General Fund expenditures, while total fund balance represents 51.3% of that same amount.

In September 2004, the Town increased its requirement to maintain 35% of expenditures in
unreserved/undesignated fund balance. Furthermore, the policy amendment states that any funds
available over and beyond the targeted amount may be transferred to Capital Reserve Funds or
Capital Projects Funds at the Board of Commissioners discretion. During FY 2006-2007, the Town
transferred funds from the General Fund to the following Capital Projects:

= New Town Hall $ .9 million
»  Stream Buffers (Greenways) .4 million
= Streets & Sidewalks .1 million

Total $ 1.4 million

At June 30, 2007, the governmental funds of Town of Wake Forest reported a combined fund
balance of $19.9 million. The General Fund, special revenue fund, capital project funds, and capital
reserve fund are included in this combined amount.

General Fund Budgetary Highlights: During the fiscal year ended June 30, 2007, the Town
revised the budget on a few occasions. Generally, budget amendments are made to recognize new
funding amounts from external sources, such as federal and state grants or to increase
appropriations that become necessary to maintain or expand services. The primary differences
between the original budget and the final amended budget are as follows:

* Ad Valorem taxes increased $1.5 million (16.7%) due to growth in the Town’s tax base.

=  Unrestricted intergovernmental revenue increased $.5 million (13.1%) due to increased
collections in local options sales tax and utility franchise tax.

= Installment note issuance was not needed to finance the Police fleet as additional general
revenues were used to pay cash for these vehicles.

=  The transfer from Electric Fund ($225,000) was eliminated during 2006-2007.

As in years past, another major highlight of the General Fund was the projection of utilizing over
$1.0 million in fund balance, however due to continued conservative budgeting; total general fund
balance increased $568,000 for FY 2006-2007.

Proprietary Funds: The Town of Wake Forest’s proprietary fund financial statements provide the
same type of information found in the entity-wide statements but in more detail. Unrestricted net
assets of the Electric Fund at the end of the fiscal year amount to $.9 million and the total ending
net assets were $13.1 million.

The Electric Fund had an essentially flat year on both the revenue and expense side which resulted

in a decrease in net assets of $100,000 for FY 2006-2007. Aside from energy rider additions on the
rates, the Town has held electric rates constant since 1992. Furthermore, the Town has invested
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substantial amounts in pay as you go financing from 1992 until 2006. Although, the numbers are
down a bit the last two fiscal years, the key points to focus on are as follows for the Electric Fund:

= Reinvestments in the system have been made — not for profit operation — to the benefit of
our customers.

= Ultimately, it is about the customers and providing the most reliable service at the lowest
cost possible.

The Proprietary Funds are discussed further in the discussion of business-type activities.
Capital Asset and Debt Administration

Capital assets: The Town of Wake Forest’s investment in capital assets for its governmental and
business-type activities as of June 30, 2007, totaled $87.8 million (net of accumulated
depreciation). These assets include buildings, streets and sidewalks, land, machinery and equipment
including vehicles, park facilities and electric system. Major capital asset transactions during the
year include the following:

» Equipment and vehicles for the General Fund of $1.3 million.

= Bucket trucks, generators and equipment for the Electric Fund of $440,000.

= Construction in progress increased $3.6 million (30.7%) in 2006-2007 due to the various
ongoing projects including: New Town Hall project (land acquisition & architectural fees);
Streets & Sidewalks (design fees & right of way acquisition); Park Development project
(Flaherty Park — Phase III & Joyner Park design fees); Stream Buffers/Greenway
Construction (purchase of 68.12 acres property for future greenway development) and the
construction of the Electric Substation.

Town of Wake Forest Capital Assets
(All dollar amounts shown in millions)

Governmental Business-Type
Activities Activities Total

2007 2006 2007 2006 2007 2006

Land $14.1 $11.2 $0.2 $0.1 $14.3 $11.3

Construction in Progress 14.7 11.3 0.6 0.4 153 11.7

Total Non-Depreciable Assets 28.8 225 0.8 0.5 29.6 23.0

Buildings 53 5.1 - - 53 5.1

Other improvements 54.7 49.5 16.8 15.8 71.5 65.3

Equipment 23 1.7 1.3 1.2 3.6 2.9
Vehicles and motorized

Equipment 3.5 2.9 1.2 9 4.7 3.8

Total Depreciable 65.8 59.2 19.3 17.9 85.1 77.1

Accumulated Depreciation (19.9) (17.9) (7.0) (6.3) (26.9) (24.2)

Total Depreciable Assets, Net 45.9 41.3 12.3 11.6 58.2 52.9

Total $74.7 $63.8 $13.1 $12.1 $87.8 $75.9
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Additional information on the Town’s capital assets can be found in Note 4 of the Basic Financial
Statements.

Town of Wake Forest Outstanding Debt

General Obligation Bonds and Installment Purchase
(All dollar amounts shown in millions)

Governmental Business-type
Activities Activities Total
2007 2006 2007 2006 2007 2006

General Obligation Bonds $11.5 $2.5 $0.3 $0.5 $11.8 $3.0
Revenue Bonds - - 2.3 - 2.3 -
N. C. Water Pollution
Control Revolving
Loan and Bond Fund - - 39 4.2 3.9 4.2
Installment Purchase 0.7 1.8 2.7 3.0 34 4.8

Total $12.2 $4.3 $9.2 $7.7 $21.4 $12.0

Long-term Debt: As of June 30, 2007, the Town of Wake Forest had total general obligation
bonded debt outstanding of $11.8 million, and installment purchase related debt of $3.4 million.
Of the general obligation bonds, $0.3 million is being repaid from utility system revenues, although
it is backed by the full faith and credit of the Town. $11.5 million of the bonds and $0.7 million of
the installment purchase debt is being repaid from the General Fund. The outstanding revenue bond
debt is $2.3 million at June 30, 2007. The remaining $2.7 million in installment purchase debt along
with $3.9 million in N.C. Water Pollution Control Revolving Loan and Bond funds are being repaid
from utility system revenues. As part of the merger agreement, the City of Raleigh is required to
pay to the Town amounts equal to the debt service on the Town’s water and sewer obligations.

The Town of Wake Forest’s total debt increased $11.8 million during the past fiscal year. The
Town issued $9.2 million in General Obligation Bonds on September 26, 2006. Of the bonds
issued, $5.7 million was designated to finance street and sidewalk improvements, while $3.5
million was assigned for parks and recreation facilities. An installment note was issued for
$270,000 to fund the purchase of two (2) bucket trucks in the Electric Fund. A revenue bond was
issued for $2.3 million for the Electric Substation in February 2007.

North Carolina general statutes limit the amount of general obligation debt that a unit of
government can issue to eight (8%) percent of the total assessed value of taxable property located
within that Town’s boundaries. The legal debt margin for the Town of Wake Forest is $148.8
million. Practically, these statutory limits exceed the Town’s realistic debt capacity. As of June 30,
2007 the Town has $7.3 million in authorized and unissued bonds remaining from the May 2005
bond referendum.

Additional information regarding the Town of Wake Forest’s long-term debt can be found in Note 9
of this report.
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Budget Highlights for the Fiscal Year Ending June 30, 2008

Governmental Activities: The Town’s tax rate was set at $ .55 for the coming fiscal year. This
equates to a breakdown of $ .44 for town operations and debt service and $ .11 for fire services.
The final budget for the General Fund totaled $22.8 million and appropriated $1,009,730 of
available fund balance.

Business-type Activities: Utility rates were unchanged in the Electric Fund. The total budget was
$15.8 million for the Electric Fund. Water and Sewer rates did not change however there is not an
Operating Budget for Water and Sewer. Effective July 1, 2005 the City of Raleigh operates the
water and wastewater systems.

Requests for Information

This report is designed to provide an overview of the Town’s finances for those with an interest in
this area. Questions concerning any of the information found in this report or requests for additional
information should be directed to the Finance Director, Town of Wake Forest, 401 Elm Avenue,
Wake Forest, North Carolina 27587; (919) 554-6105 or astaples@wakeforestnc.gov.
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Exhibit 1

Town of Wake Forest, North Carolina

Statement of Net Assets
June 30, 2007

ASSETS

Cash and cash equivalents

Taxes receivables (net)

Accounts receivable (net)

Due from other governments
Prepaid expenses

Inventories

Restricted cash and cash equivalents
Capital assets

Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total assets

LIABILITIES

Accounts payable

Unearned revenue

Accrued interest payable

Customer deposits

Due within one year
Compensated absences
Bonds and notes payable

Accounts payable from restricted assets

Due in more than one year
Compensated absences
Net pension obligation
Bonds and notes payable

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Unrestricted

Total net assets

The accompanying notes are an integral part of these financial statements.

Governmental Business-type

Activities Activities Total
$ 15,505,667 $ 1,261,337 $ 16,767,004
257,660 - 257,660
1,797,358 7,877,591 9,674,949
1,762,966 - 1,762,966
3,215 - 3,215
2,704 1,041,044 1,043,748
2,336,610 1,708,659 4,045,269
28,782,063 751,180 29,533,243
45,925,324 12,317,784 58,243,108
96,373,567 24,957,595 121,331,162
1,036,010 2,294,380 3,330,390
62,451 - 62,451
141,357 63,993 205,350
- 132,300 132,300
373,301 100,129 473,430
1,100,616 1,282,023 2,382,639
81,960 720 82,680
99,220 - 99,220
216,967 - 216,967
11,048,222 7,985,052 19,033,274
14,160,104 11,858,597 26,018,701
62,558,549 12,189,177 74,747,726
19,654,914 909,821 20,564,735
$ 82,213,463 $ 13,098,998 $ 95,312,461
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Town of Wake Forest, North Carolina

Balance Sheet
Governmental Funds
June 30, 2007

Exhibit 3

Major Nonmajor
Street & Other Total
Sidewalk Park General Governmental Governmental
General Improvements Development Capital Reserve Funds Funds
Assets
Cash and cash equivalents $ 8,440,586 $ 1225822 $ 2,605730 $ 2,331,358 § 902,171 § 15,505,667
Receivables, net
Taxes 253,280 - - - 4,380 257,660
Accounts 689,458 1,107,900 - - - 1,797,358
Due from other governments 1,290,779 125 11,982 - 460,080 1,762,966
Due from other funds 521,400 - - - - 521,400
Prepaid items 3,215 - - - - 3,215
Inventories 2,704 - - - - 2,704
Restricted cash and cash equivalents - 2,319,477 17,133 - - 2,336,610
Total assets $ 11,201,422 $§ 4653324 $§ 2,634845 § 2331358 § 1,366,631 § 22,187,580
Liabilities and fund balances
Current liabilities:
Accounts payable and accrued liabilities $ 692,162 $ - 8 221,516  $ - 8 122,332 $§ 1,036,010
Due to other funds - - - - 521,400 521,400
Deferred revenues 503,379 - - - 4,381 507,760
Unearned revenues 61,165 - - - 1,286 62,451
Accounts payable from restricted assets - 64,827 17,133 - - 81,960
Total liabilities 1,256,706 64,827 238,649 - 649,399 2,209,581
Fund balances
Reserved for encumbrances 165,290 - - - - 165,290
Reserved for inventories and prepaid items 5,919 - - - - 5,919
Reserved by state statute 2,251,538 - - - - 2,251,538
Reserved for streets 174,529 - - - - 174,529
Unreserved, reported in:
General Fund 6,337,710 - - - - 6,337,710
Designated for subsequent
year's expenditures 1,009,730 - - - - 1,009,730
Special revenue fund - - - - 85,609 85,609
Capital projects funds - 4,588,497 2,396,196 2,331,358 631,623 9,947,674
Total fund balances 9,944,716 4,588,497 2,396,196 2,331,358 717,232 19,977,999
Total liabilities and fund balances $ 11,201,422 $ 4,653,324 $§ 2,634,845 $§ 2,331,358 $§ 1,366,631 $ 22,187,580

The accompanying notes are an integral part of these financial statements.

25



Exhibit 3

Town of Wake Forest, North Carolina
Reconciliation of the Balance Sheet to the Statement of Net Assets
Governmental Funds
June 30, 2007

Fund balances-total governmental funds $ 19,977,999

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.

Governmental capital assets $ 94,609,671
Less accumulated depreciation (19,902,284) 74,707,387

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

Government bonds and notes payable (12,148,838)
Compensated absences (472,521)
Net pension obligation (216,967) (12,838,326)

Deferred revenue in governmental funds is susceptible to
full accrual on the entity-wide statements.

Deferred revenue 507,760

Other liabilities are not due and payable in the current period
and therefore are not reported in the governmental funds.

Accrued expenses payable (141,357)

Net assets of governmental activities $ 82,213,463

The accompanying notes are an integral part of these financial statements.
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Town of Wake Forest, North Carolina
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
For the Fiscal Year Ended June 30, 2007

Exhibit4

Revenues:
Ad valorem taxes
Other taxes
Unrestricted intergovernmental
Restricted intergovernmental
Permits and fees
Sales and services
Miscellaneous
[nvestment earnings
Total revenues

Expenditures:

Current:
General government
Public safety
Transportation
Enviromental protection
Cultural and recreation

Capital outlay

Debt service:
Bond principal
Bond interest
Installment note principal
Installment note interest

Total expenditures

Revenues over (under) expenditures

Other financing sources (uses):
Transfers in
Transfers out
Bond issuance

Total other financing sources (uses)

Net change in fund balances

Fund balance - beginning of year
Fund balance - end of year

Major Nonmajor
Oth

Street and . Total
Sidewalk Park General Capital Governmental ~ Governmental

General Improvements Development Reserve Funds Funds
$10,826,918 $ - 3 - $ - $ 29,041 $ 10,855,959
61,853 - - - - 61,853
5,016,313 - 11,982 - - 5,028,295
799,046 64,472 - - 860,005 1,723,523
2,037,784 - - 347,980 - 2,385,764
1,812,357 - - - - 1,812,357
324,265 - - - 5,840 330,105
467,933 332,009 202,440 98,318 29,031 1,129,731
21,346,469 396,481 214,422 446,298 923917 23,327,587
5,960,379 - - - - 5,960,379
6,019,806 - - - - 6,019,806
1,165,719 - - - - 1,165,719
1,749,208 - - - - 1,749,208
1,162,726 - - - - 1,162,726
1,667,074 694,323 1,056,663 - 2,252,416 5,670,476
193,875 - - - - 193,875
305,559 - - - - 305,559
1,116,743 - - - - 1,116,743
50,761 - - - - 50,761
19,391,850 694,323 1,056,663 - 2,252,416 23,395,252
1,954,619 (297,842) (842,241) 446,298 (1,328,499) (67,665)
11,320 110,000 - - 1,287,445 1,408,765
(1,397,445) - - - (11,320) (1,408,765)
- 5,700,000 3,500,000 - - 9,200,000
(1,386,125) 5,810,000 3,500,000 - 1,276,125 9,200,000
568,494 5,512,158 2,657,759 446,298 (52,374) 9,132,335
9,376,222 (923,661) (261,563) 1,885,060 769,606 10,845,664
$ 9,944,716 $ 4,588497 $  2,396,1% $ 2,331,358 $ 717,232 $ 19,977,999
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Exhibit 4

Town of Wake Forest, North Carolina
Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds
For the Year Ended June 30, 2007

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

Net changes in fund balances - total governmental funds $ 9,132,335
Governmental funds report capital outlays as expenditures. However, in

the Statement of Activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense.

Expenditures for capital assets $ 5,670,476
Less current year depreciation (2,086,648) 3,583,828

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

Developer's contributed capital 7,293,879
Change in deferred revenues 132,036

The net effect of various miscellaneous transactions involving capital
assets (i.e., sales, trade-ins, and donations) is to decrease net assets. (3,377)

The issuance ot debt provides current financial resources to
governmental funds, while the repayment of the principal of long-term
debt consumes the current financial resources of governmental funds.
Neither transaction has any effect on net assets. This amount is the net
effect of these differences in the treatment of long-term debt and related

items.
Bond issuance (9,200,000)
Principal payments 1,310,618 (7,889,382)

Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in governmental funds.

Compensated absences (61,662)

Net pension obligation (41,115)

Change in accrued interest payable (86,766)
Total changes in net assets of governmental activities $ 12,059,776

The accompanying notes are an integral part of these financial statements.

28



Town of Wake Forest, North Carolina

General Fund

Statement of Revenues, Expenditures, and

Changes in Fund Balance - Budget and Actual

For the Fiscal Year Ended June 30, 2007

REVENUES:

Ad valorem taxes
Other taxes and licenses
Unrestricted intergovernmental
Restricted intergovernmental
Permits and fees
Sales and services
Miscellaneous
Investment earnings

Total revenues

EXPENDITURES:
Current
General government
Public safety
Transportation
Environmental protection
Cultural and recreational
Debt service:
Bond principal
Bond interest
Installment note principal
Installment note interest
Total expenditures

Revenues over (under) expenditures

OTHER FINANCING SOURCES (USES):
Transfers in (out)
Downtown Municipal Service District Fund
General Capital Reserve
Stream Restoration Capital Project Fund
Town Hall Capital Project Fund
Streets/Sidewalks Capital Project Fund
Electric Fund
Police Special Rev.
Sale of surplus property
Installment note issuance
Appropriated fund balance
Total other financing sources (uses)

Net change in fund balance

FUND BALANCE - Beginning of year
FUND BALANCE - End of year

Exhibit 5

Variance with

Final Budget-
Actual Positive
Original Final Amounts (Negative)
$ 9,212,630 $ 10,750,097 $ 10,826,918 $ 76,821
53,000 58,750 61,853 3,103
4,082,575 4,616,085 5,016,313 400,228
801,500 709,931 799,046 89,115
1,740,300 1,850,900 2,037,784 186,884
1,720,045 1,857,745 1,812,357 (45,388)
302,250 394,325 324,265 (70,060)
275,000 462,885 467,933 5,048
18,187,300 20,700,718 21,346,469 645,751
7,149,670 7,559,605 6,772,894 786,711
6,176,340 6,508,472 6,338,522 169,950
1,182,640 1,479,740 1,388,137 91,603
2,095,590 2,103,680 2,027,196 76,484
1,194,215 1,253,255 1,198,163 55,092
193,875 193,875 193,875 -
122,220 306,220 305,559 661
1,072,405 1,131,270 1,116,743 14,527
61,360 57,765 50,761 7,004
19,248,315 20,593,882 19,391,850 1,202,032
(1,061,015) 106,836 1,954,619 1,847,783
29,680 29,680 11,320 (18,360)
193,500 193,500 - (193,500)
- (392,445) (392,445) -
(250,000) (895,000) (895,000) -
(100,000) (110,000) (110,000) -
225,000 - - -
16,000 16,000 - (16,000)
10,500 - - -
292,500 - - -
643,835 1,051,429 - (1,051,429)
1,061,015 (106,836) (1,386,125) (1,279,289)
$ - $ - 568,494 $ 568,494
$ 9,376,222
$ 9,944,716

The accompanying notes are an integral part of these financial statements.
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Exhibit 6

Town of Wake Forest
Proprietary Funds
Statement of Net Assets
June 30, 2007
Electric Water and
Fund Sewe<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>