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MEMBERS OF TOWN COUNCIL

Town Council for Fiscal Year 2009

From Left to Right: Council Member James Roberson, Council Member Timothy Poirier, Mayor Russell B. Killen,
Council Member Terrence Gleason, Council Member Jeff Eddins, Mayor Pro Tem Mike Chalk.

(Individual contact information is available through the Town Clerk, telephone 919-217-2220)
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APPOINTED AND ADMINISTRATIVE POSITIONS

Gary L. McConkey
Town Manager

Suzanne Yeatts
Human Resources Director/
Town Clerk

Tracy Pedigo
Public Works Director

Tina Cheek
Parks & Recreation Director

Seth Lawless
Assistant Town Manager

Vacant
Public Safety Director/
Police Chief

Timothy Guffey
Fire Chief

Michael S. Frangos
Planning & Engineering Director

Ren E. Wiles
Finance Director




TOWN OF KNIGHTDALE
Organizational Chart for Fiscal Year 2009

Mayor and Town Council

Town Manager East Wake TV
Assistant Town Manager

Public Works Finance Planning Parks & Human Public Safety
Director | Director Recreation | Admin. | Resources Director/ Fire
| Director Assistant Director/ | | Administrative Assistant  |— Police Chief | Chief
Operations IT Planner I1- | Town | [ T T Town
Supervisor Administrator] Current Engineer Athletic Recreation | Lead | Clerk
Program Program Teacher
Grounds Purchasing Planner I1- Construction Supervisor Supervisor I T T T
Maintenance Agent/ Long-Range PSO Shift Superv. Shift Superv. Shift Superv. Shift Superv.
Supervisor Payroll | Lieutenant | | “A" Team | "B" Team | "C" Team | | “D" Team
Specialist Zoning |
Crew Technician PSO Public Safety Public Safety Public Safety Public Safety
Account. | Detective Officers Officers Officers Officers
Building (3) (3) (3) (4)
Maintenance Customer Permits PSO
Workers 11 (2) Service Clerk Investigations|
Clerk @ [ [ |
I Custodian I Ordinance Shift Superv. Shift Superv. Shift Superv. Fire
Enforcement School | “A" Shift | | "B" Shift | | "C" Shift Inspector
Officer Resource | |
Officer Apparatus Apparatus Apparatus
Driver Driver Driver
Volunteer(s) Volunteer(s) Volunteer(s)

Notes:
See the "Pay and Classification System" section of this document for detailed information by position.

Seasonal employees in the Parks & Recreation Department are not presented, in the interest of clarity.

Multiple positions within a box indicate departments/sections with a less hierarchal structure than other departments.
Contact the Department Head or the Town Human Resources Director if you have specific questions about department structure.

East Wake TV operates under the supervision of the Town Manager. It is staffed by interns and/or volunteers.
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TOWN OF KNIGHTDALE

950 Steeple Square Court _ Knightdale, NC 27545
Office (919) 217-2201 _ Fax (919) 217-2209

October 17, 2008

Mayor Russell B. Killen

Mayor Pro Tem Mike Chalk
Council Member Jeff Eddins
Council Member Terry Gleason
Council Member Tim Poirier
Council Member James Roberson

Gentlemen:

| hereby submit to you the adopted Town of Knightdale Fiscal Year 2009 operating budget in the amount of $13,352,510, a 2.6% increase from the
previous year’s adopted budget. The budget is balanced and prepared in accordance with the Local Government Budget and Fiscal Control Act.

The budget document is the annual financial plan for Town operations for the period covering one fiscal year, July 1 - June 30. This plan describes
sources of revenues and how funds will be spent during the year.

The Annual Budget has four basic functions. First, it expresses the policy of the Town Council. Through the budget, the Town Council exercises its
authority to increase services in some areas of Town operations and decrease them in others. As a part of the budget review process, the Town
Council determines the tax rate for each fiscal year. Other charges, such as solid waste collection fees and recycling fees, may be reviewed and
adjusted if necessary. At that time, the Council also makes whatever salary modifications are deemed appropriate.

Second, the budget process is a management and planning tool. The budget and subsequent accounting reports allow managers to identify potential
problems and ensure that Town resources are used effectively and efficiently. The process of preparing the budget provides the opportunity for
managers to evaluate their operations and to formulate goals and objectives for the upcoming year. The budget system also provides a means of



monitoring progress toward those goals throughout the year. See the Five-Year Forecast as an example of how the budget and the budget process
function as a management tool.

Third, the Annual Budget is a means of communicating to the citizens of Knightdale and others how public funds are spent. The budget is a tangible
expression of the Council's policy direction. To citizens, the budget represents the policy of the Council and the actions of the Town staff. Pie charts
have been included in the Budgets At A Glance section to visually represent the expected revenues and spending for the coming year.

Finally, the budget is the foundation for the proper accounting of Town funds. It expresses in financial terms the goals and plans of the Council. The
types and amounts of authorized expenditures and the means for financing them are set forth in the budget. Once the budget is recorded in the
accounting system, it serves as a control device to keep spending within authorized limits.

As a whole, this document addresses the four functions outlined above. Some sections of this document will address several functions at once.
Readers are encouraged to review the table of contents to familiarize themselves with the various information presented herein.

BUDGET PREPARATION

Budget Committee meetings were scheduled twice a month, before each Council meeting, beginning in February, to go over each section of the
budget including fees, revenues, capital projects, economic conditions and fund balance projections. As part of his initiatives, Mayor Killen
restructured the committee assignments. The full Council no longer acted as the Budget Committee. Mayor Pro Tem Mike Chalk and Council
Member Timothy Poirier act as the current Budget Committee. Their responsibility was to give staff direction on the Council’s wishes and to relay
to the full board a summary of progress and issues to date. This was a year of challenges. The early assumptions in February were significantly
modified by June. The “credit crisis” and resulting construction slow down and the simultaneous increase in energy costs resulted in policy and goal
changes by the Council The staff has used that feedback from the Town Council to prepare the annual operating budget being presented.

The Town’s budget was prepared by utilizing an existing five-year forecast that is updated annually. The forecast is prepared based upon financial
trend monitoring (FTM), estimated revenue growth percentages supplied by the North Carolina League of Municipalities, and past performance.
FTM is a management tool that takes information from the government’s budget and financial statements, combines it with economic data, and
creates financial indicators that, when analyzed over time, can be used to assess changes in financial condition. This forecast was reviewed by all
departments and facilitated their budget preparation by serving as a guide for their FY 2009 requests. The forecast is included in this document and
is located on pages 82 to 89



FUNDS OF THE RECOMMENDED BUDGET
The FY 2009 Annual Operating Budget is presented in four main parts. Also included later in this document are certain fee and charges information:

General Fund - FY 2009 recommended budget $9,008,410

The General Fund includes all governmental services that do not generate sufficient revenue to support their activities. The departments included in
the General Fund are as follows Administration, Legislative, Finance, Planning and Engineering, Public Safety, and Recreation. For administrative
purposes, the Administration, Planning and Engineering, Public Safety and Recreation are further divided into different division to better identify the
costs of certain activities.

General Capital Reserve Fund — FY 2009 recommended budget $640,790

The General Capital Reserve Fund includes those revenue sources set aside for specific general government purposes. Revenues accounted for here
commonly include transportation fees, payment in lieu of streets, payment in lieu of recreation, and interest earnings. Budgeted revenues also
include $210,790, to be transferred from the General Fund. This is part of the Town’s renewed emphasis on its Capital Improvements Plan (CIP).
Funding for the CIP is maintained in the General Capital Reserve Fund until needed.

Utility Fund (Water and Sewer) - FY 2009 recommended budget $2,203,310

The Town of Knightdale and the City of Raleigh merged the two utility systems effective May 1, 2006. Since that time, Knightdale has not had any
water and sewer operations. The Utility Fund has been retained to account for certain fees collected by the Town of Knightdale Planning Department
staff on behalf of Raleigh. These fees are remitted to Raleigh on a monthly basis. These fees include meter installation fees, sewer connection fees,
tap fees, etc. Knightdale also uses this fund to account for debt service payments. As part of the merger agreement, Raleigh transfers an amount
equal to the principal and interest due to Knightdale.

Utility Capital Reserve Fund — FY 2009 recommended budget $1,500,000

The Town of Knightdale has also retained this fund following the utility merger with the City of Raleigh. Certain water and sewer capacity fees,
acreage fees, and sewer development fees are recorded here. As specified by the merger agreement and preceding developers’ agreements, these
funds are remitted to the City of Raleigh or used to reimburse developers for oversized infrastructure. The payments to developers compensate for
the additional cost of installing oversized infrastructure, e.g. larger water and sewer lines to anticipate growth in the area.

ECONOMIC CONDITION AND OUTLOOK
Local-
The Town of Knightdale is located in Wake County just seven miles east of Raleigh, the State Capital of North Carolina. This area of the state is
often referred to as the Triangle and is home to the Research Triangle Park, lands set aside for technological and research oriented companies.
According to the North Carolina Office of Budget and Management, the population of Knightdale grew from 5,958 in April 2000 to 9,810 in July
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2007. That is an estimated increase of 3,852 citizens, or 64.7% growth in those seven years. By way of comparison, the Town of Knightdale
Planning Department estimates the Town’s population to be 10,058 as of September 2008. Knightdale’s estimate is based in part on the number of
Certificates of Occupancy issued during a given period and the zoning/permit information attached to those new dwellings. In general, the State
Office of Budget and Management estimate will be used in this document because it is used in certain per capita revenues the town receives. As
appropriate, the source of the population estimates will be disclosed in the document.

As of June 2008, Wake County had an unemployment rate of 3.9% compared to a statewide rate for the same period of 6.2%. Wake County
residents had a median household income of $72,655 in 2007 according to the latest available information from the NC Commerce Department.
Because of Knightdale’s comparatively small size, local information may not always be available. Every effort is made to find the most local
information, published by authoritative sources.

Winston-Salerm

2\

Outer Banks &+

® South Carolina

Georgial
Bald Head Island

Knightdale

Knightdale continues to benefit from the Triangle area’s growth and popularity. With an increase in population of 12% in 2000, Knightdale became
one of the fastest growing towns in North Carolina. Based on the 2000 Census data and the subsequent adjustments by the NC Office of Budget and
Management, Knightdale is currently the 78" largest city, out of 549 in the state of North Carolina. Knightdale was the 13" fastest growing town in
the state from 1990 to 2000, increasing 216.2% over the ten-year period. The Town’s latest official population is 9,810 (July 1, 2007), which
represents a 10.5% growth rate for the current year. Based on historical growth trends, Knightdale’s population will be approximately 12,000 in
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2010 and is projected to grow to approximately 31,000 by 2025. Although rapid growth is not expected every year, the Town does anticipate various
rates in excess of 5% for future years.

During calendar year 2007, the Town continued to grow at a rate similar to the prior year. 269 residential permits were issued for a total value of
$48.6 million. In the same period, 71 commercial building permits were issued with a value of $12.6 million. Knightdale’s corporate limits consist
of 6.11 square miles as of January 2008. The Extraterritorial Jurisdiction (ETJ) encompasses 7.96 square miles at this same time. During the
summer and early fall, the Planning and Engineering Department continued with their efforts to expand the ETJ to the limits allowed by NC law.

The economic outlook for Knightdale, Wake County and North Carolina is extremely unsettled as of late summer/early autumn. Banking and credit
markets are extremely volatile and sensitive to consumer and governmental influences. Knightdale’s economic base is expanding with the
construction of two new medical centers for Rex Healthcare and Raleigh Duke Healthcare. While these facilities are tax exempt, at least one medical
office building is following in construction. Both facilities have excellent access to Interstate 540, broadening the range they may draw from.
Additional shopping is under construction at the intersection of Knightdale Boulevard and Interstate 540. Raleigh, Wake County, and the Triangle
are generally reported as stable or growing during the current economic concerns. Experts cite the healthcare and higher education facilities in the
area as the reasons for this stability. With the improved highways in eastern Wake County, Knightdale believes that the Town is well positioned for
some of the “spill over” from Raleigh.

State-

With the shake up in the financial markets, predictions for the economy at the State level are beyond the scope of this document. During final
preparation of the document, federal legislation is being passed to encourage banks and financial institutions to begin lending again. From the North
Carolina Employment Security Commission (ESC), the national unemployment rate is 6.0% as of August 2008. North Carolina had a 6.8%
unemployment rate as of August 2008. In comparison, unemployment nationally and statewide was 4.6% and 4.7%, respectively for August 2007.
Local newscasts report that Governor Easley is calling on state agencies to reduce their budgets by 3% .

Another common measure of economic health and condition is the number of building permits issued. Based on information provided through the
College of Business at East Carolina University, there were approximately 4,817 building permits issued in North Carolina in the second quarter of
2008. For the second quarter of 2007, approximately 7,480 permits were issued. That is a drop of 35.6% in activity. Meanwhile, on a regional basis,
building permits in the Research Triangle area (Wake, Durham and Orange County, generally) dropped 31.5% compared to the same period a year
ago. Statistical Knightdale information is not available to match this same time period. With the information that is available and known facts,
building continues in Knightdale, but builder/developer interest in beginning new projects is stagnant.

As a final statewide point, the College of Business from ECU notes that over the past several years, 200,000 in North Carolina manufacturing jobs

have been lost. In the meantime, the health care profession has added 100,000 new jobs. Surprisingly, at the State level, manufacturing continues to
be the largest type of business, though it no longer dominates retail sales and health care. On a North Carolina regional basis, in some regions,
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including the Research Triangle, health care has become the dominate type of industry. With the active construction by Rex Healthcare Systems and
WakeMed, Knightdale is becoming a living example of these statistics.

National-

As final preparation of this document is underway, the nation is in an unprecedented economic situation. Banks and financial institutions have
significantly reduced their lending practices, creating a “liquidity crisis.” This has come partly because of the earlier issues in the housing market
and the default by borrowers on the sub-prime loans. As the banks realized the mortgages held were not what they had been valued, the banks
became less willing to lend out their resources. Additionally, fuel prices again rose dramatically following Hurricane Ike in the Gulf of Mexico. Oil
drilling and refining operations were shut down in anticipation of the storm. The subsequent repair and start up has produced isolated fuel shortages.
In response to this, the stock market has dropped significantly in value. Congress has passed a $700 billion relief package. At this time, the
effectiveness of the relief measures are not known.

This is, of course, an extreme simplification of the current economic condition. A full treatment of it is beyond the scope of this document. Because
the issues are so much more sever than in recent memory, no one set of predictions can reasonably be called more reliable than the others. Thus,
national economic predictions are not discussed here. The staff and Town Council of Knightdale will monitor the local impact and take necessary
action to ensure the safety and health of the citizens.

MAJOR LOCAL EMPLOYERS

COMPANY PRODUCT/SERVICE STAFF OTHER INFORMATON

Wake County Public School Sys Public Education 550 to 600 4 Locations
Schneider Electric Electrical Distribution 550 to 500 Located in Knightdale, 1972
Wal-Mart Retail 150 to 200 Located in Knightdale, 1992
Lowes Home Improvement Home Improvement Supplies 140 to 160 Located in Knightdale, 2001

EDUCATIONAL, CULTURAL AND RECREATIONAL OPPORTUNITIES

The Town of Knightdale is only 7 miles east of the Raleigh, the State Capitol of North Carolina. The close proximity provides Knightdale citizens
with numerous cultural opportunities. The City of Raleigh has many museums and the Raleigh Memorial Auditorium, which hosts a Broadway
Series of shows, as well as other performances. The Pavilion at Walnut Creek provides concerts and the Symphony often performs in local areas.
There are numerous parks and other opportunities for the younger citizens too. The immediate area of Knightdale also has its own leisure
opportunities. Harper Park in Knightdale sponsors many activities year round, and the park is often filled with children enjoying the playground or
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the recently resurfaced tennis courts. The Knightdale Swim Club is also a cool get away for the citizens in Knightdale. Residents may visit the club
to swim in the pool and the clubhouse is often rented for parties. The Knightdale Swim Club also offers water related classes taught daily in the
summer. The Knightdale Community Park and Recreation Center offers a wide variety of opportunities for the citizens of Knightdale. The Town of
Knightdale also is home to the East Wake Regional Library. The library provides more than 10,000 books and an unlimited amount of entertainment
for children and adults. Also, during Fiscal Year 2007, East Wake TV (EWTYV 22) began broadcasting as a regional Public Education Government
(PEG) channel. This is operated under interlocal agreement with the Towns of Zebulon and Wendell. During the past year, one gym/fitness center
opened in Knightdale and another was in the midst of refurbishing the old Winn-Dixie store space for an opening in the near future. As this is
happening, Knightdale Fitness Center in downtown Knightdale announced closing plans after 14 years of operation.

The Khnightdale area also provides many educational opportunities. The University of North Carolina at Chapel Hill, North Carolina State
University, Duke University, North Carolina Central University, Meredith College, Peace College, Saint Mary’s College, Saint Augustine’s College,
Shaw University and Wake Technical Community College are all located in the general RTP area. This area of the state is abundant with educational
opportunities.

CALENDAR YEAR 2008 GOALS

The Town Council held their annual retreat in February 2008 at the Knightdale Community Center, connected to Forestville Road Elementary.
During this retreat, staff members presented an overview of topics previously requested by the Town Council. Council members listed topics that
each felt should be discussed at the retreat. The Town Manager took the list and created the retreat agenda based upon each member’s requests.
After staff and guest speakers concluded their presentations, the Town Council working with the Town Manager formulated next year’s goals.

The Town Council adopted the following goals and objectives to be addressed in this budget.

1. Provide for the continued growth of the Town to enrich community life.

Continue annexations for contiguous areas and “doughnut holes”

Seek expanded ETJ

Amend the Charter to provide authority to establish conditions of development
Seek Legislative approval for annexation of “doughnut holes”

Promote the development of a golf course community

Re-establish an Economic Development Committee

Q0o



Maintain and enhance the identity and character of Knightdale
a. ldentify capital infrastructure projects for the downtown area
b. Identify properties for future open space areas

Maintain good communications with citizens
a. Continue the e-Views Weekly Update online newsletter
b. Continue to improve EWTV 22
c. Participate in the pilot program of the NC League of Municipalities, the development of citizen driven performance measures
d. Maintain the Town’s web site

Conserve areas of natural beauty, sensitive environmental areas and important historic places
a. Adopt a tree-cutting ordinance based on new legislation
b. Adopt a stormwater utility system
c. Take ownership of wetlands and areas along the Neuse River when available

Strive for a balance between residential and commercial development and for a balanced residential mix
a. Continue to require high value residential development that will provide revenues sufficient to fund town services
i. Residential dwelling units at a minimum of 100% of the Wake County Median Home Value for the type structure
ii. Class “A” apartments with a minimum value of $65,000 per unit
b. Seek new retail and commercial businesses
c. 60-40 ratio of residential to commercial/industrial, based on tax valuation

Encourage economic development, including the creation of new job opportunities and a diversified local economy
a. Provide support to a newly re-established Economic Development Committee to promote the development of spec buildings
b. Provide support to the Knightdale Chamber of Commerce
c. Establish a “certified industrial site” with the NC Department of Commerce

Provide quality public services. Provide accessibility for all citizens to educational, recreational and cultural activities through
creative planning. Provide needed sidewalks, bike trails, and arts programs.
a. Administrative
i. Operate EWTYV as a government and education channel
ii. Keep the web site updated on a regular basis
b. Finance



I. Lead the pilot program of the NC League of Municipalities, developing citizen driven performance measures
ii. Maintain the IT infrastructure, including adding a public wireless network for Town property
c. Parks and Recreation
i. Establish Trackout programs for year round students
ii. Provide additional activities for seniors and adults
iii. Obtain ownership of NCDOT mitigation area
iv. Explore purchase of properties bordering the NCDOT mitigation area
v. Seek funding for the Mingo Creek Greenway and footbridge across the Neuse River.
vi. Establish new greenway segments and connect existing portions of existing greenways
d. Public Safety
i. Improve the Town’s ISO rating
i. Work with Wake County to establish quickest fire station response
iii. Work with Wake County to establish quickest police car response
iv. Locate property for Public Safety Station #2
v. Seek funding for a replacement ladder truck
e. Planning
i. Provide online documents and filing
i. Implement Minimum Housing Code Enforcement Program for substandard housing units
iii. Explore establishing National Registry Historic District and local landmark designations
iv. Promote expansion of sidewalks and pedestrian connections throughout Town of Knightdale
v. Continued promotion of mass transit alternatives for Knightdale citizens
f. Public Works
I. Locate a site for a new Public Works facility
ii. Develop program for free mulch pickup by citizens
iii. Develop stormwater maintenance program

Maintain a stable tax rate and conservative financial approach, including fees and charges such that new development pays its own
way. Maintain a fund balance of thirty percent

a. Seek change to the formula for estimating city, county and state populations

b. Study development fees each year to ensure they are adequate but competitive

c. Provide a realistic five-year forecast of revenues, expenditures, fund balance, capital outlay and employment

d. Continue to plan for needed capital improvements



9. Provide a safe, stable workplace for Town employees, recognizing they are the Town’s greatest asset
a. Study the adequacy of personnel and the five-year forecast of employment
b. Continue to prepare a market salary survey
c. Continue the cost-of-living increase equal to the Consumer Price Index.

10. Work with other governments and organizations to enhance and improve the East Wake area.

a. Participate in intergovernmental meetings within the region, including the Wake County Mayors Association, Wake County Managers
Association, Triangle J COG, TAC and TCC, etc.
b. Support Knightdale area schools

11. Promote transportation systems and improvements for Knightdale and the East Wake area
a. Solicit support for unmet transportation needs
b. Widening Smithfield Road is the Town’s number one priority
c. Seek funding for First Avenue street improvements

Each of the above items is addressed in some way in the proposed budget. Each department addresses the goals that will be included in their
proposed budgets.

PRIOR YEAR GOALS UPDATE
A summary actions, accomplishments and changes in the 2007 Goals & Objectives are summarized below:
o0 Town staff began the process to expand the Extraterritorial Jurisdiction (ETJ) of the Town in 2007. This is not a quick process. Significant

progress was made during the year. The results are culminating in the autumn of 2008 as the expanded ETJ is being accepted.

o The Town worked during the year to develop economic incentive guidelines for businesses locating in Knightdale, providing significant
increase in jobs and/or property values.

0 The safety of the citizens was improved by the efforts of the Police Division. Specifically, the narcotics investigations officer was able to
participate in several arrests which resulted in funds being returned to Knightdale to enhance the current anti-drug efforts.

PROPERTY TAX RATE

The current tax rate is $0.40 cents per $100 of assessed value. This tax rate is estimated to provide $4,215,808 in property tax revenues based on an
expected collection rate of 97.40%. The Town’s property tax base has a projected value of $1,082,086,132. A penny on the tax rate represents
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approximately $108,200, of which approximately $105,400 would be collected in the year levied. Knightdale’s tax base is estimated to be 25%
commercial/industrial and 75% residential.

The Town’s property tax rate places Knightdale in the middle when compared to other municipalities in Wake County as shown on the chart. Wake
County performed the required revaluation, with new property tax values effective January 1, 2008. As is typical, most municipalities reduced their
tax rates to offset the higher values. Knightdale did publish the estimated revenue neutral rate of $0.3775. As addressed in the CIP, $0.02 worth of
the $0.40 tax rate will be transferred to the General Capital Reserve.

Municipality Tax Rate

Cary $0.33
Apex $0.34
Morrisville $0.3665
Raleigh $0.3735
Fuquay Varina $0.385
Knightdale $0.40
Holly Springs $0.415
Rolesville $0.42
Wendell $0.49
Garner $0.49
Wake Forest $0.51
Zebulon $0.51
Wake County $0.534

Wendell also bills an additional 10 cents for fire

All tax rates listed above are for FY 2009 and are not final until approved by each board.

Source: Wake County Revenue Department

Note that the Tax Rate column has been reformatted to show those local government units which have adopted tax rates to three and four digits.
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FUND BALANCE

The town will not begin Fiscal Year 2009 using fund balance to balance the budget. This is a reversal of the trend of the last several years and is
generally regarded as a positive sign. Fund Balance can best be described as the accumulated excess of revenues over expenditures at the end of the
fiscal year, or in very plain language, the savings accumulated over prior years. The North Carolina Local Government Commission (LGC)
recommends that municipalities retain an available fund balance level of a least eight- percent (8%), when compared to annual General Fund
expenditures. The total fund balance for the General Fund is estimated to be $3,651,574 on July 1, 2008. Of this fund balance, $2,390,529 is
expected to be available for appropriation on July 1, 2008, which equates to 25.73% of annual estimated General Fund expenditures as calculated by
the North Carolina Local Government Commission. The LGC’s interpretation of state law includes restricted funds available for appropriation as
part of the fund balance available total. The LGC’s fund balance calculation is included because this is the standard used for statewide comparisons.

The Town Council’s objective is to maintain an available fund balance, less restricted funds, e.g. Powell Bill money, that is between 25 to 30% of
annual estimated General Fund expenditures. Note that this fund balance benchmark is a locally established policy that is actually more restrictive
than the LGC interpretation of State statutes. This calculation is estimated to be 20% at July 1, 2007. Both calculations are depressed this year
because of the large payments begun in January 2008, reimbursing one developer for road and sewer improvements made in the vicinity of the
Shoppes at Midway shopping center. It is important to understand that these are estimates and final numbers will be based on the annual audited
financial statements.

A fund balance of at least 30% is a major goal and objective of the Town Council. Fund balance is used for cash flow, which is needed when very
little cash is coming in but expenditures continue. Property tax revenue is generally collected in January, thus fund balance is often needed to fund
operations until that time. It is also a safety net for emergencies and natural disasters, such as Hurricane Fran, which devastated this area in 1996 and
the state fund seizure the Town is experienced in previous years. The average fund balance percentage (2006-07 latest information available from
the LGC) for North Carolina municipalities with populations of 2,500 to 9,999 65.39%, with an average dollar amount of $2,302,791. Municipalities
with populations of 10,000 to 49,999 have a group average of 40.29%. Knightdale’s estimated fund balance available percentage dropped in part
because of the large initial payment to a developer under a pre-existing agreement. Readers should also note that Knightdale’s estimated fund
balance available for appropriation, expressed as dollars, is in line with the current group average.

SIGNIFICANT CHANGES IN FISCAL YEAR 2009

Planning Department and Engineering Department Combined

During Fiscal Year 2008, the Engineering Department was separated from the Public Works Department. During the year, the staff consisted of the
Town Engineer and the Building Inspector. Because the work in the Engineering Department overlaps so much with the Planning Department,
management made the decision to combine the two departments into one. The Planning & Engineering Department began operations July 1, 2008,
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with the Planning Division and the Engineering Division. The Planning Director oversees both divisions. The Engineering Supervisor is the head of
the Engineering Division.

Public Safety Division

With the retirement of Police Chief Ricky Pope, Town Management made the decision to realign duties and revitalize the role of the public safety
director. Over the past several years, the Assistant Town Manager has served as the head of the Public Safety Department. This has been an
administrative and oversight role. As this document is in final preparation, the Town has begun the job search for a qualified person, with law
enforcement and firefighting experience.

Additional, the Fire Station #2 construction project was postponed during the Spring of this year. Based on the stagnation of construction on the
western edge of town, the Town Council opted to suspend the project. Architectural drawings are in hand. Some basic site work has been done, but
construction had not begun in earnest. The Council has contracted with Eastern Wake Fire and Rescue Department to provide fire protection to the
existing houses, school and facilities in that area.

Performance Measurement and Departmental Goals

During the last half of Fiscal Year 2008, the new mayor, Russell Killen, instituted a system where all departments are required to come up with
departmental goals and objectives. Implementation was staggered, allowing some departments to learn from the experiences of other departments.
The process calls for full departmental participation in the creation of the plans, goals and mission statement. The department head will make
quarterly status reports to the other department heads. During Fiscal Year 2009, all departments will have established plans and gone through several
quarterly reports.

GENERAL FUND BUDGET HIGHLIGHTS

Revenues-General Fund
U The tax rate is 40¢ per one hundred dollars ($100) valuation of taxable property.

0 The Town’s estimated assessed value for budgeting purposes is $1,082,086,132. This is approximately a 51% increase over
the prior year’s valuation. From the County’s revaluation efforts, housing valuations went up approximately 24% town
wide. Certain neighborhoods did appreciate more than that. Wake County Revenue Department officials did confirm that
the growth in the number of new homes and the completion of commercial construction projects also added to the
valuation.

o0 1 centequals $105,400 net of the allowance for taxes not collected in the year of levy.

U Total General Fund revenues are expected to increase 13.3%. This percentage factors out the transfers from other funds, proceeds from
issuing debt, and fund balance as an other financing source.
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0 Only a slight increase in the Local Option Sales Tax revenue is expected. This may prove to be a prudent move as the
economy struggles.
0 Revenues from the track out program have been adjusted to more realistic amounts. While there is a demand for this service, it
did not reach the expected level in Fiscal Year 2008.
Sanitation fees have gone up $0.88 per month, $10.56 annually. The recycling fee rose from $2.13 to $3.54 per month. In exchange for the
additional $16.92 annually, the Knightdale citizen now have 48 gallon, roll out recycling containers. These replace the older 18 gallon
containers.

Expenditures-General Fund

u
(i
i

i1

The Fiscal Year 20091 includes a cost-of-living increase for all town employees of 4.0%.

Merit pay increases will be available from 1% - 5%.

The Town has increased the monthly contribution to an employee’s health insurance, from $450 per month too $475 per month. This is a
5.56% increase.

Sworn law enforcement officers receive a 5% 401k contribution from the Town, per State law. Knightdale has reached the budgetary goal of
providing a 5 % contribution to non-law enforcement officers. This is a benefit which is not commonly available in the State. .

New estimated debt service includes borrowing money to purchase vehicles for Public Works and for Planning & Engineering and
replacement of aged computers no longer providing efficient performance. Existing debt includes principal and interest due on the town hall,
Knightdale Swim Club, Community Park, fire equipment, fire trucks, and various equipment and vehicles. Sufficient funds will be received
from the City of Raleigh to make debt service payments on the remaining water/sewer debt.

For more information on General Fund Town fees, please refer to the fee schedule on pages 122 — 149.
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FINANCIAL SUMMARY

General Fund-Revenues and Other Financing Sources

FY 2008 FY 2009 Increase Increase/(Decrease)

Description Estimate Proposal (Decrease) Percentage

Ad Valorem Taxes $3,697,581 $4,323,024 $625,443 16.9%
Other Taxes & Licenses 96,012 106,444 10,432 10.9%
Intergovernmental Revenues 2,527,501 2,550,970 23,469 0.9%
Permits & Fees 264,987 200,670 (64,317) (24.3)%
Sales & Services 841,090 891,447 50,357 6.0%
Investment Earnings 159,951 127,000 (32,951) (20.6)%
Miscellaneous 164,134 258,005 93,871 57.2%
Funds from Debt Issuance 592,000 175,850 (416,150) (70.3)%
Transfers 1,017,418 375,000 (642,418) (63.1)%
Totals $9,360,674 $9,008,410 $(352,264) (3.8)%
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General Fund-Expenditures

FY 2008 FY 2009 Increase Increase/(Decrease)
Description Estimate Proposal (Decrease) Percentage
Administrative $281,196 $293,288 $9,002) 3.2%
Legislative 346,287 387,434 41,147 11.9%
Finance 443,234 468,196 24,962 5.6%
Planning & Engineering (1) 658,031 652,158 (5,873) (0.99%
Police 1,912,916 2,083,551 170,635 8.9%
Fire 926,450 916,750 (9,700) (1.0)
Streets 1,118,076 1,238,815 60,696 5.2%
Parks & Recreation 1,029,591 1,095,894 66,303 6.4%
Non Departmental 27,388 29,216 1,828 6.7%
Transfers to Other Funds (2) 0 210,790 210,790
Debt Service 749,205 834,768 85,563 11.4%
Infrastructure Reimbursements 1,728,326 651,850 (1,076,476) (62.3)%
Capital Outlay 659,226 154,700 (513,526) (77.9)%
Totals $9,882,926 $9,008,410 $(874,516) (8.8)%
Notes:
1) FY 2009 is the year the Planning Departments and the Engineering Departments are combined. FY 2008 is restated to enhance

comparability.

2) This is the implementation of planned transfers to fund the CIP.

16



UTILITY FUND BUDGET HIGHLIGHTS

Knightdale maintained the Utility Fund through FY 2008 even though the town does not operate the utility system nor perform any operational
duties. The Fund is maintained as a control mechanism for collecting funds due to the City of Raleigh and to developers with a pre-merger
development agreements. These transactions involve the collection of assorted installation fees associated with new construction. Knightdale remits
meter installation fees, tap fees and the like to Raleigh on a monthly basis. Acreage fees and capacity fees may be significant dollar amounts. Those
are also transferred to Raleigh on monthly basis. Additionally, the utility funds account for the debt service made by Knightdale, and the payments

by the City of Raleigh to support these debt service payments.

The Knightdale finance department and the Town management recognize that maintaining the minimum number of funds is a generally accepted
accounting principle. Now that certain procedural issues have been settled with the City of Raleigh, Knightdale management will review how the

fund structure may be streamlined.

FINANCIAL SUMMARY

Utility Fund-Revenues

Fiscal Year Fiscal Year Increase Increase (Decrease)
Description 2008 Estimate 2009 Proposal (Decrease) Percentage
Non Operating $221,401 $140,000 (81,401) (36.8%)
Transfers In (1) 1,918,248 1,500,000 (418,248) (21.8)%
Transfer from Raleigh 563,282 563,310 28
Totals $2,702,931 $2,203,310 $(499,621) (18.5)%
Notes:
1) Transfers come from the Utility Capital Reserve Fund, to fund payment of Infrastructure Reimbursement, described above.
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Utility Fund-Expenses

Fiscal Year Fiscal Year Increase Increase (Decrease)
Description 2008 Estimate 2009 Proposal (Decrease) Percentage
Infrastructure Reimbursements (1) $1,056,903 $743,000 $(313,903) (29.7)%
Transfer to Raleigh 1,028,893 897,000 (131,893) (12.8)%
Debt Service 563,303 563,310 7
Totals $2,469,099 $2,203,310 $(445,789) (16.8)%
Notes:
1) Infrastructure reimbursements began in Fiscal Year 2008. The FY 08 amount includes prior year accumulated amounts.

TOWN WIDE FISCAL OUTLOOK
Future Revenues
Construction continues in the vicinity of Interstate 540 and Knightdale Boulevard. To the west of the intersection, the Duke Healtcare facility is
under construction. To the east of the intersection, Rex Healthcare and Midtown Commons shopping center are under construction. While the
healthcare facilities will have minimal impact on the tax base, the expected patient traffic and construction of physician office buildings is expected
to benefit the town.

As mentioned above, Knightdale’s building momentum is continuing through the current economic turmoil across the country. The highways and
moderately priced housing is expected to ease the financial strain in the town. In response to the financial uncertainties, some economic sensitive
revenues were budgeted even more conservatively as budget adoption neared.

The City of Raleigh Utility Department is working steadily in the Knightdale area. As part of the merger, the City of Raleigh agreed to make

approximately $25,000,000 worth of water and sewer capital improvements. These projects are underway and can reasonably be expected to
improve the economic development of the Town.
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Future Expenditures
The Town of Knightdale Parks and Recreation Department has adjusted the budgeting to reflect the actual demand for the track out services.
Because so many of the expenses are dependent upon the number of children enrolled, the operation has continued to be self supporting.

The budget for Fiscal Year 2009 includes $80,400 for a bus for the Recreation Department. The bus will allow the town to eliminate 75% of the van
rentals currently done.

The redesigned Streets Department will be assuming a larger role in turf maintenance and building maintenance. To accomplish the turf maintenance
duties, a Grounds Maintenance Supervisor is being added to the department. Additionally, two staff members will transfer to this department from
the Parks and Recreation Department

Developers with pre-merger agreements in place are moving on their projects. During Fiscal Year 2008, Town management agreed that Kimco
Wakefield Knightdale Limited Partnership (KWK) was approximately 98% complete with their project. Repayments, and negotiated adjustments to
KWK reduced the Town’s obligation from $6,194,144 for road and sewer improvements to $3,566,481 at year end. Additional fees were received in
July and remitted to KWK. As of the final draft of this publication, the Town owes $1,272,079 under this obligation.

GRANT FUNDS

V The Administration Department has applied for several grants to enhance the facilities and equipment used by the East Wake TV division. If
awarded, some of the funding would be used to upgrade facilities in Wendell and Zebulon. (EWTYV operates under a joint use agreement of

the three municipalities)
V The Fire Division of the Public Safety Division has made one application to the Assistance to Firefighters grant program through FEMA. The
Fire Division has requested $700,000 for a new ladder truck.

At this time, staff cannot predict the outcome of any of these grant applications.
CAPITAL IMPROVEMENTS PROGRAM

During FY 2008, the Town contracted for early phase site work and architectural plans for the Fire Station #2 project. Due to the economic
uncertainties and stagnated housing construction, that project has been postponed. Postponement was made before any actual construction began or
any contracts had been let. All indications are that the Town will be able to resume construction with minimal expense when economic conditions
are right.

The original utility merger with the City of Raleigh anticipated a merger date of October 1, 2005. The actual merger was delayed until May 1, 2006.
In that intervening time, the need for an additional way to move sewage across the Neuse River became evident. In recognition of this, Knightdale
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took responsibility for a project commonly known as the Hodge Road Siphon Project. This is to be funded with water and sewer resources on hand
at the merger date. Once this project is complete, it will be turned over to the City of Raleigh and credited towards the merger settlement costs.

The Town of Knightdale is also addressing the road conditions on Lynnwood Road. A study is in process at this time for the rehabilitation of the
worst sections of that road. The work will be funded with money from the Capital Reserve Fund and from Restricted Motor Vehicle Tax revenue.

The Capital Improvement Plan addresses the continued anticipated growth in the Town while maintaining a reserve for unexpected occurrences. The
CIP has moved from being a “wish list” of improvements to a more systematic document. The CIP is now attempting to rank the projects by priority
and to match expected funding sources to the projects. Town Management realizes that there is still work to be done to make this plan even more
useful. More information relating to the capital improvement plan may be found on pages 117 - 122 of this document.

DEBT ADMINISTRATION

The Town anticipates entering into an installment purchase agreement in Fiscal Year 2009 for approximately $175,850. This will be the funding
mechanism for the general equipment needs for the coming year, e.g. computers, pickup trucks, computer server upgrades, etc. The amount of debt
expected to be issued is much less than in past years. This represents several things. By trying to keep town services and equipment supplied during
high growth times, this is a “breather” for debt service. The Town Council has expressed a desire to reduce reliance on debt even further. To that
end, the General Fund will transfer an amount estimated to equal 2¢ of the tax rate to the General Capital Reserve. The accumulated funds may be
used to purchase equipment outright (over $50,000) or to reduce the amount of debt that might be incurred.

SUMMARY

The budget presented to you is a balanced budget as required by North Carolina law. The budget for the General Fund does not rely upon fund
balance as an “other financing source” for the first time in several years. Prudent budgeting and conservative planning in all departments allows the
town to make this positive step. The use of cash reserves built up over past years was necessary during earlier high-growth years.

This budget is more than just a one-year financial program; it is the Town’s response to future needs and the demands of our citizens. The budget is
based on the goals and objectives established by the Mayor and Town Council during the winter “goal setting” retreat and the five-year forecast. It is
staff’s hope that this budget addressed the goals and priorities that have been set by the Town Council for the Town’s future.

BUDGETARY CONTROL

The North Carolina General Statutes require all governmental units to adopt a balanced budget by July 1 of each year. Budgetary control is
facilitated by the use of Requisition Forms with the Finance Officer's certification to ensure the adequacy of funds prior to the placement of purchase
orders or the award of contracts.
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