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January 27, 2009

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, 2008 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, 2008, 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.

The economic diversity found in Wake County provides a strong foundation for our economy. On June 30,
2008, the unemployment rate was 4.8%, compared with 6.2% for the state and 5.5% for the nation. Wake
Forest’s proximity to the area’s industry and services include: manufacturing; service industries; seven (7)
public and private institutions of higher education; state and local government; four (4) general-care, not-for-
profit hospitals with more than 1,450 patient beds.

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

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



The Town’s estimated population at June 30, 2008 was 26,634 which is an increase of 6.7% over the previous
fiscal year. Total growth has been approximately 127% since 1999. 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.

Economic Condition and Outlook
Wake Forest’s tax base has grown from $472.2 million in 1999 to $2.3 billion in 2008. The Town’s tax base is
approximately 24% commercial/industrial and 76% residential for fiscal year 2007-2008.

In fiscal year 2008 the Town issued 536 building permits. Commercial development accounted for 27 of the
total permits issued while residential development accounted for 509. Residential permits decreased 30% from
the previous fiscal year while commercial increased 35%.

While residential development has slowed somewhat, commercial activity continues at a steady pace. At the end
of December, there were approximately 50 active commercial and non-residential developments that are on-
going. These include office parks, shopping centers, restaurants, high school, public parks, auto service centers,
day care, private school and retail stores.

Development continues in Heritage which 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. During the last
fiscal year, Heritage Lake Road connects Heritage to the 98 by-pass. This thoroughfare truly connects Heritage
to old Wake Forest.

Southeastern Baptist Theological Seminary was founded in 1950 on the former campus of Wake Forest College
with a mandate to educate ministers on the East Coast. Located on 300 acres in downtown Wake Forest,
approximately 2,500 students study in 30 different graduate and post-graduate degree programs. 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.

Plans continue to be the forefront of how Wake Forest conducts business. These plans provide a continuing

effort to improve the quality of life and services the Town provides to its citizens. Some of those plans are as
follows:

= Community Plan- as the officially adopted plan for the Town, it will be used as a foundation for future
decisions on Town facilities and services, primarily as related to the management of growth and
development. 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. It is
anticipated that it will be adopted some time in fiscal year 2008-2009.



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

Two plans that have been put into action include the following:

»  Northeast Neighborhood Plan — the northeast quadrant, also known as the East End is home to
approximately 2,000 people and is comprised mostly of single-family housing with some private and
public multi-family developments, churches, small businesses, a local park and a cemetery. The plan
provides direction and guidance for future development and improvements. Some of the improvements
made to date and on-going include: improved street lighting; design and construction of sidewalks on
North White Street and Juniper Avenue; and renovations at Taylor Street Park.

»  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. The Urban Code was adopted as the first goal of the Renaissance
Plan. Some of the projects within this plan that are underway include:

o 8. Franklin Street Project — is designed to provide a substantial gateway from the NC 98 by-
pass into the downtown area. Construction on the road-works portion of this $5.5 million bond
funded project is on schedule to be complete by spring of 2009. Installation of underground
utilities and new street lights expected to be complete by summer of 2009.

o White Street Improvements Plan — is a collaborative effort between the Town, the Downtown
Revitalization Corporation (DRC), and the NC Department of Transportation. It includes
sidewalk restoration, tree and architectural lighting, landscaping and parking improvements.
Phase I of the plan started recently and is expected to be competed in the spring of 2009.

o New Town Hall Project — the 44,000 square-foot municipal facility will be a comerstone of
Wake Forest’s historical roots through its connection of site location and building scale as well
as the building materials which will incorporate sustainable practices into the design. It will
house all Town departments except police and public works. Construction commenced in
June 2008 and is expected to be completed by the fall of 2009. The construction contract is
$11.6 million with $9.8 million coming from an installment financing agreement secured in
July 2008 and the balance coming from cash reserves.

In 2009, Wake Forest will commemorate its first 100 years with a “Centennial Celebration” created to honor its
past, celebrate its present, and embrace its future. The Wake Forest Centennial Celebration Committee has
convened to plan the centennial, which will be celebrated throughout 2009. The committee’s mission is to
commemorate the Town’s 100th birthday, recognize its longand storied history, and honor the many
organizations, businesses, schools and individuals that contribute to our community. The festivities will begin
New Year’s Eve 2008 with First Light Wake Forest, followed by what’s being billed as “The Party of the
Century” in February 2009. Other centennial celebration events taking place during 2009 will include one of the
Six Sundays in Spring concerts, the annual 4th of July Celebration, and a Christmas Gala in December -
tentatively scheduled to be held in the new town hall.

In January 2008, the Town rolled out two modules (Financial and Human Resources) of the newly acquired
financial 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. This
has been a major undertaking for the Finance and Management Information Systems department. It will take
approximately 18 months to two years to complete the implementation.



Transportation issues have been a major priority for Wake Forest over the last several years. Through a
cooperative partnership between the Town, Triangle Transit and the City of Raleigh, the Wake Forest Bus
Service commenced in July 2008. The service offers two routes: Wake Forest — Raleigh Express and the Wake
Forest Loop.

For the past ten 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 2008-2009 Budget addresses the personnel, operating
and capital needs caused by the continued growth the Town is experiencing. Thirteen (13) new positions were
added and $4.9 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:

= July 2008: $9.8 million installment purchase agreement for town hall construction with additional funding
coming from capital reserves and fund balance.
*  June 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 $869,330 for the fiscal year ended June 30, 2008, as
compared to $1,219,462 for the fiscal year ended June 30, 2007. Interest rates started to decline over the past
fiscal year. This factor along with the Town’s spending down bond proceeds for ongoing projects attributed to
the significant decrease in investment earnings. The average rate earned in FY 2008 was 4.09% as compared to



6.3% in 2007 and 3.74% in 2006.

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, 2007. This was the 18" 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.

Respectfully submitted,
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Mark S. Williams Aileen J. Staples
Town Manager Finance Director
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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, and Town Clerk.

Communications
The Public Information officer oversees and directs the communications, marketing and public relations
functions of the Town.

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
Urban Forestry 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, Joyner Park, Taylor Street Park, assorted school facilities, and the operation of a
swimming pool. The Director provides staff support to the Recreation Advisory Board and Youth
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

Administration The Director, Assistant Director and Office Assistant are responsible for the day
to day operations of all divisions in Public Works and Electric.

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 municipally owned
streets.
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Joyce and Company, CPA Certified Public Accountants

104 Brady Court, Cary, North Carolina 27511 I
Phone 919-466-0946 Fax 919-466-0547

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, 2008, 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, 2008 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 January 27, 2009 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 Carclina 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.

A0ute and Compoony,  CPO
JOYCE AND COMPANY, CPA’

January 27, 2009
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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, 2008. 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 assets of the Town of Wake Forest exceeded its liabilities at the close of the fiscal year
by $119.9 million. Of this amount, $19.5 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 $24.6 million, with approximately $ .6 million
coming from business-type activities and a $24.0 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 $19.7 million. Approximately 40% of the
total governmental funds fund balance, or $7.9 million, is available for spending at the
Town’s discretion (unreserved fund balance). Just over $5.1 million of the total represents
unspent bond proceeds in the Street & Sidewalk Improvements and Park Development
Capital Projects Funds.

= The Town of Wake Forest retired approximately $2.4 million during the past fiscal year.
The only new debt issued was an installment purchase agreement for $147,000 for two
excavators in January 2008.

= Plans were underway to secure financing for the new town hall construction project for
$9.8 million. The installment financing agreement wa<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>