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November 12, 2009

The Honorable Mayor and Members of the City Council
City of Goldsboro, North Carolina

The Comprehensive Annual Financial Report of the City of Goldsboro, for the fiscal year ended June 30,
2009, is hereby submitted. Responsibility for both the accuracy of the presented data and the
completeness and fairness of the presentation, including all disclosures, rests with the City. To the best
of our knowledge and belief, the enclosed data are accurate in all material respects and are reported in a
manner that presents fairly the financial position and results of operations of the various funds of the City.
All disclosures necessary to enable the reader fo gain an understanding of the City's financial activities
have been included.

Management of the City is responsible for establishing and maintaining a system of internal controls.
These controls are designed to provide reasonable assurance that: (1) assets are safeguarded against
loss, theft or unauthorized use and, (2) the financial records are reliable, allow for the preparation of
financial statements in conformity with generally accepted accounting principles, and demonstrate
compliance with applicable legal requirements. Reasonable assurance recognizes that the cost of a
control should not exceed its benefit and that evaluation of costs and benefits requires estimates and
judgments by management.

As a recipient of federal and state financial assistance, the City must ensure that an adequate internal
control system is in place to comply with the various laws and regulations of those financial assistance
programs. As part of the City's single audit described earlier, the internal control system is tested and
evaluated to determine compliance with the applicable legal requirements. The result of the City's single
audit for the fiscal year ended June 30, 2009 disclosed no instances of material weaknesses in the
internal control system or noncompliance with the applicable laws and regulations.

In addition, the City maintains a system of budgetary controls. These budgetary controls are designed to
ensure compliance with the budget ordinances adopted by the City Council as well as compliance with
the North Carolina General Statutes as they relate to budgetary control for local governments. All funds
are included in the City's annual budget ordinance, grant project ordinances, or capital project
ordinances. The level at which expenditures cannot legally exceed the appropriated amounts is at the
depariment level. An encumbrance accounting system is used to achieve budgetary control with
encumbered amounts lapsing at year-end. However, encumbrances that are planned to be honored are
reported as a reserve of fund balance and re-appropriated in the following year's budget. The City
continues to demonstrate its adherence to sound financial management principles and fiscal responsibility
as evidenced by the statements and schedules included in this report.
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The City is required by the North Carclina General Statutes to have an annual independent audit of its
financial statements. In addition, Office of Management and Budget Circular A-133 and the State Single
Audit Implementation Act require annual independent audits of the City’'s compliance with the applicable
laws and regulations related to certain financial assistance received by the City,

The Management Discussion and Analysis {(MD&A) immediately follows the report of the independent
auditors. The MD&A provides users of the financial statements a narrative introduction, overview and
analysis of the basic financial statements. This letter of transmittal is designed to complement the MD&A
and should be read in conjunction with it.

PROFILE OF THE CITY

The City of Goldsboro is located in the east-central part of North Carolina. Incorporated in 1847, the City
is the largest municipality in Wayne County with an estimated population of 38,554 and a land area of
approximately 26 square miles. Situated in the approximate geographic center of the County, the City
also serves as the County seat.

The City operates under the Council-Manager form of
government. The six members of the Council are
elected from districts. The Mayor is elected at-large
and is the presiding officer of the Council. The Mayor
and Council members serve four-year terms. The
Manager is appointed by the Council and serves as
the chief administrative officer of the City and is
responsible for administering the policies and
ordinances of the Council.

, The City provides its citizens with a wide range of
services that includes police and fire protection,
sanitation, transportation, cultural and recreational
activities, planning and zoning, community
= e development, building inspections, cemetery, and
general administrative services. In addltlon the City owns and operates water, water reclamation and
compost utilities. This report includes all of the City’s activities related to these services.

The City continues to maintain a system of budgetary controls as required by state statutes that promote
a sound financial management and fiscal accountability. The City Manager annually submits to City
Council by May 1st, a proposed budget for the upcoming fiscal year. The Council is required to hold
public hearings on the proposed budget and to adopt a final budget no later than June 30. The annual
budget is prepared by fund and department. During the fiscal year, the City Manager or designee is
authorized to approve all transfers of revisions, but the City Council must approve any revisions that
change the total budget of any fund. Budget-to-actual comparisons are presented in this report for each
individual fund for which an appropriated annual budget has been adopted. For the General Fund, the
comparison is presented on page 25 as part of the basic financial statements for the governmental funds.
Pages 74-75 include budget-to-actual comparisons for each governmental fund for which a project-length
budget has been adopted (i.e. special revenue funds and capital projects funds).

FINANCIAL CONDITION

Local Economy

The City has a diversified economy based upon manufacturing, agriculture, and governmental institutions
that are supported by a mix of wholesale and retail businesses as well as numerous service providers.
This diversity is also reflected in the international compaosition of the firms. Manufacturers with foreign
ownership have corporate ties with Great Britain, Japan and Mexico.



Local industries are involved in a range of operations from simple assembly to complex manufacturing
processes, resulting in products ranging from bread and pouliry feed to automobile parts and electric
transformers. The Wayne County Development Alliance, Inc. recognizes 56 major manufacturers and
distributors/wholesalers and machine shops in the County who account for more than 9,500 jobs.
Substantial technological improvements in recent years involving modemization of plant facilities and the
addition of sophisticated manufacturing eguipment have resulted in enhanced profitability and productivity
for many of the local manufacturing firms. During the last five years, the area has seen the location of
several new manufacturing, warehousing and distribution facilities and the expansion of even more such
operations. increases in non-manufacturing employment alsce continue to contribute to a stable local
economy. The state also is a significant economic presence thanks to a major psychiatric hespital and
mentally handicapped facility each employing more than 1,000 healthcare professionals and staff.

AAR Cargo Systems acquired the 106,300 square foot shell building at ParkEast, the Wayne County
Industrial and to date employs approximately 300 people. In 2007, AAR announced that Goldsboro has
become the headquarters for their entire Cargo Systems operation and has set a long-term target of 500
jobs by the year 2011.

In 2007, AT&T announced the acquisition of a 47,000 square foot building to house a new technical
support call center. The state's biggest phone company opened this call center in April 2008 and to date
employs over 425 people. This center is among the 5,000 jobs that AT&T is repatriating from jobs that
had been out-sourced overseas.

Wayne Memorial Hospital has been issued permits in excess of twenty-seven million dollars for several
projects. A 17,200 square foot facility was built for an energy plant for the hospital, and it was completed
in August 2008. The computer controlled energy management technelogy is so new that patents for the
equipment have only recently been obtained. Upon completicn, the plant will be the first in the nation with
their technology. Additional projects include renovation of the air filtration system on four of the seven
floors and an expansion of the Critical Care Facility.

The retail sector of the economy is holding steady. Goldsboro has opened an 184,000 square foot Wal-
mart store and seventeen new retail shops are included within this shopping center. Ashley Furniture, a
35,000 square foot building, will serve as the anchor tenant in the Goldsboro Promenade which will also
include a 17,100 square foot facility for various general business shops. Memorial Commons will consist
of three anchor stores and various smaller shops. Permits have been issued for future projects,
restaurants (i.e. Zaxby's, lhop and Cookout), several office/administration buildings, retail stores and
construction for a $1.7 million veterinary hospital.

In addition to the commercial projects, several
residential neighborhoods continue their
construction. Glenda’s Pointe, a subdivision for
sixty-eight single family homes, has completed
installation of utility services and streets and several
homes have been completed. Bradbury
Apartments, an apartment complex consisting of
twelve multi-story buildings with two hundred eighty-
eight high-end apartments, was finished this fiscal
yvear. The City has issued building permits for ten
(10) duplexes and plans have been submitted for |
eleven (11) more duplexes at the Windsor Creek |
Subdivision. Commercial development is expected
to occur adjacent to this subdivision.

As a result of promotionat and revitalization efforts undertaken over the past few years, the occupancy
rate for rentable commercial space for the Downtown Service District has maintained at an approximate




94 percent level, with no significant decline anticipated in the foreseeable future. In fact, 15,000 square
feet of a second floor commercial building that had been vacant for over 40 years experienced a nearly
$1,000,000 investment and is now nine (2) upscale apartments. Additionally, another key indicator that
progress or maintenance of our relatively low vacancy rate is that we added approximately 70,000 square
feet of useable, restored or reconstructed rentable space downtown through private investment. Add to
that the public investment of the reconstructed Paramount Theater and the collective space added is
88,224 square feet in 2008-09 alone!

The efforts of the Downtown Goldsboro Development Corporation earned it recognition during 2008 for
commercial district revitalization by meeting standards for performance set by the National Trust for
Historic Preservation’s National Main Street Center. The DGDC joined 625 other Main Street
revitalization programs nationally recognized as 2008 Accredited National Main Street Program.

The NC Division of Tourism, Film & Sports Development, has just released the 2008 tourism economic
impact numbers for Wayne County. Travel in Wayne County generated an economic impact of $120.26
million in 2008. This is a 6.4% increase over 2007. Approximately 1,000 jobs in Wayne County were
directly atiributable to travel and tourism and the industry generated $17.20 million in payroll for the
county. State and local tax revenues from fravel to Wayne County in 2008 amounted to $9.04 milfion. Of
the 100 counties in North Carolina, Wayne County is ranked 4™ in percentage growth for 2008 and ranked
27" in the State for travel and tourism.

Seymour Johnson Air Force Base (the “Base"), located in the Citx. contributes significantly to the local
economy. The Base is the home of the Air Combat Command’s 4" Fighter Wing and 916™ Air Refueling
Wing, an Air Force Reserve unit and several small associate units. The Base currently employs
approximately 4,320 active duty military personnel, 938 civilian personnel and 913 full-time air reserve
technicians. The annual civilian and military payroll exceeds $289 million.

Long-Term Financial Planning

The Paramount Theater was purchased by the City of
Goldsboro in September 2008 for $4.5 million. A
private contractor rebuilt this facility that had been
destroyed by fire in 2005. This 15,170 square feet
performing arts facility boasts a soaring three story
lobby and 500-seat auditorium reminiscent of the
1920°'s. The City of Goldsboro is planning on the
construction of a $12 million recreation facility in the
Goldsboro Downtown area. The 58,000 square foot
center will feature an indoor elevated track, full
gymnasium, swimming pool and multi-purpose fitness rooms.

Plans are also being developed for the Stoney Creek Park to include community garden areas, walking
and biking paths, a multi-use lawn and an area devoted to observation of nature. In June 2009, the City
of Goldsboro was awarded the Fit Community Grant. Part of the funds from this grant will be used to
purchase climbing artificial boulders with fall zones and a section of the walking trail with Born Learning
trail signs in the children's area at Stoney Creek Park. Also, a contract between the NC Dept of
Environment and Natural Resources and the City of Goldshoro was approved for the construction of
approximately one mile of new trails for walkers/joggers/bicyclers. :

The City of Goldsboro has had a Utility Master Plan prepared in 2009. The scope of the Utility Master
Plan is to project iong-term water and sewer utility needs for water treatment and distribution, water
supply, wastewater treatment and collection. The most pressing near term need is to upgrade the
existing water treatment plant. It was originally constructed in 1952. The new EPA water regulations
require higher water treatment standards than when the water plant was originally constructed. This has
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caused the City to consider adding newer technologies to meet these standards. Also, recent drought
years have pointed out the need for the City to explore options for alternative water supplies.

It has been announced that Seymour Johnson AFB will receive funding for more than $12 million from the
Duncan Hunter Defense Authorization Act to construct an energy-efficient consolidated service center,
This new center will greatly increase efficiency and productivity on Seymour Johnson AFB.

The City of Goldsboro and NC Department of
Transportation declared a parinership to combine
resources to restore the historic Union Station; the NC
Department of Transportation Rail Division purchased the
Station back from private ownership during the summer of

2007. Listed in the National Register of Historic Places, s  ——g
the Goldsboro Union Station was built in 1909, designed | o fl ﬂ__-!_*n;".:-‘_" .
in an eclectic style and is dubbed one of the most Il _]I I- [ 4
ambitious stations of its type in North Carolina, expressing # [ e oy £1 8500
Goldsboro’s early position as a regional railroad center. ' S

The Union Depot operated passenger services until 1968
and in 1972 the station was sold to a private business.
The two-story Depot building is nearly 10,000 square fest
in size situated on a property that encompasses two city blocks. The Depot is a critical component of
three complimentary, master plans or goals. These include the North Carolina Department of
Transportation’s passenger rail service plan, the City of Goldsboro’s Master Plan and Neighborhood
Revitalizations Plan for the area, and the joint plans of the North Carolina Department of Transportation
and the local Goldsboro/Wayne consclidated public transportation system, Gateway.

‘The NC Department of Transportation Rail Division has an established history of linking passenger and
commuter rail lines to historic train stations renovated through their Passenger Station Rehabilitation
Program. The Economic & Fiscal Impact Analysis of Station Revitalization Study completed in December
2003 evaluated the impact of seven station rehabilitation projects to determine the return expected from
the investment and found: “The $63 million (2003 dollars) investment to revitalize these stations is
estimated to generate over $94 million in wages for NC residents for a payback ratio of 1.47 across all
stations over the forecast horizon.” “Thus, the station revitalization program not only serves a
transportation function, it provides economic stimulus for local economies.”

The project has incurred nearly $2,000,000 to-date in federal, state and local funds and is currently in the
process of having the schematic designs completed by the architect, David E. Gall. To date we have
conducted a series of environmental studies, hired a architectural conservator, George Fore, to conduct a
Historic Finishes Analysis, hired a transportation consulting company, Martin, Alexiou and Bryson to
conduct a Goldsboro Union Station Facility Plan, conducted select demolition of ancillary, non-historic
buildings on the property, performed a Stabilization Assessment by David E. Gall and hired a contractor,
JW Grand to do the stabilization work.

The City of Goldsboro recently conducted a Downtown Master Plan that was adopted August 2007. The
plan covers 1.3 square miles and concentrates on the downiown commercial core as well as the
surrounding historic residential neighborhoods. The Depot site anchors the western portion of the
targeted plan area. The activity generated by a multi-modal transportation center housed in the Station
building will help to solidify our existing investments in this plan and create opportunities for affordably
priced historic homes relative to those available in nearby Raleigh, especially once the restoration of the
station creates the momentum necessary to expand commuter service to Raleigh through Seima. The
proposed plan identifies approximately $157 million dollars of new private development. In addition to the
Station, the final plan report also identified the reconstruction of the Paramount Theater, the Community
Recreation facility, City Hall and Wayne County Courthouse as major anchors for downtown’s future
development. The targeted plan areas are located within a larger, locally certified historic district
recognized by the State Historic Preservation Office and the National Park Service. Restoration of the
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Depot will be accomplished in accordance with the Department of Interior Standards for Historic
Rehabilitation and in cocperation with the State Historic Preservation Office.

The Depot restoration and reuse project will alsc directly and indirectly impact a current and ongoing City
of Goldshoro Neighborhood Revitalization Plan created and adopted in early 2006. It is more a strategy
and commitment than a Plan but the formulation of it created partnerships between the City of Goldsboro,
Preservation NC, Self-Help and the Downtown Goldsboro Development Corporation (DGDC). A major
emphasis is placed on saving our historic homes, securing them, and marketing them through PNC to
people willing to restore and live in them in an owner-occupied situation. Since its adoption, we have
gotten control of 39 historic properties either through donations, acquisitions or options. Thirty three of
these are homes located within neighborhoods surrounding downtown. Fifteen of these we have sold to
people from across the couniry as single-family, owner-occupied situations that are rehabilitating the
homes. Two of these homes we have sold twice! A good indication that the restrictive covenants and
rehabilitation agreements work! Six of these structures are commercial properties that the partnership
with PNC has saved from demolition; one of which we hope to be the future home of the DGDC office and
another was purchased and is now the home of PACC 10 TV. We have also built three affordable homes
in partnership with Self-Help with in one of the three targeted neighborhoods and have sold two to date.
The careful transformation of the historic Station into a functioning multi-modal transportation center will
provide the investment, commitment, activity and presence needed to make the overall plan achieve its
full potential.

Furthermore, the Public Transportation
Division of the NCDOT is also supporting,
endorsing and working in conjunction with the
Rail Division, City of Goldsbhoro, Wayne
County, and the local Goldsboro/MWayne
consolidated public transportation system,
Gateway, to develop this transportation
center in the Union Station. The Public
Transportation Division’s mission is to create
seamless fransportation throughout the
State. While serving as the initial catalyst for
this project, Gateway will be housed in the
Station and relocate their  existing
administrative offices and, at a minimum,
locate a transfer station at the site. This team
effort will create a seamless system from point of origin to destination in the Wayne County area while
maximizing limited resources. It will aid in meeting air quality thresholds, meet ridership, workforce,
industry and military demands for accessible and affordable transportation and provide a vital access
point to other origins and destinations along the existing rail system. Also, we anticipate that there will be
future opportunities or future passenger rail service east to Morehead City. Currently, a community
Transportation Plan is being conducted by consultants Martin, Alexiou, and Bryson with Gateway, City,
County and NCDOT representatives and other stakeholders to create a short-term and long-term plan for
Gateway services, facility needs, and community transportation needs.

The City annexed Phase XI, Study Area E of the annexation plan on September 30, 2008. With this
annexation, staff members were added as part of the current budget to provide services in this area.
Also, new equipment was purchased to accommodate these additional services. This phase of
annexation added approximately 474 acres, 8.67 miles of paved street mileage and 1123 residents to the
City of Goldsboro.

RELEVANT FINANCIAL POLICIES
The City utilized the pooled cash and investment concept in investing temporarily idle cash. The criteria

for selecting investments are safety, liquidity and yield. The investment policy of the City is guided by
state Stafute and as a result, investments in certificates of deposit, short-term money market
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arrangements, and the North Carolina Capital Management Trust, an SEC registered mutual fund, have
been made. All deposits are either insured by federal depository insurance or collateralized by pledged

securifies.

During the course of each year's budget development process, the City’'s departments update the City of
Goldsboro’s capital projects ten year compensative plan. This plan is presented and reviewed by the City
Manager and City Councll each fiscal year and used as a planning tool in preparing the fiscal budget.

The City has contracted with Davenport Consultant, Inc. to provided financial advisory services and
guidance in the development of debt and fund balance policies.

RISK MANAGEMENT

The City is self-insured for property damage for $25,000; general liability, professional liability and
automobile liability for $50,000; and worker's compensation for $100,000. The City utilizes commercial
insurance carriers to provide coverage for claims in excess of the self-insured retentions.

All fuil-time employees are provided with health care coverage for hospitalization and major medical
expenses within specified limits. The plan is seif-funded by the City and administered by a third-party
administrator, Stop-loss coverage is carried for individual claims in excess of $110,000 per employee.

Coupled with the self-insurance program is an on-going comprehensive program of loss control and
safety in the workplace. The administrative staff includes safety and management prefessionals who
provide a continuous review of operations, management practices, property exposures, etc. to identify
and minimize the City’s exposure to risk.

Although the City is not in an area of the State that has been mapped and designated an “A” area {an
area close to a river, lake or stream) by the Federal Emergency Management Agency, the City has
elected to carry flood insurance through the National Flood Insurance Plan (NFIP) on those buildings
located within the 100 year flood area. The City has also purchased commercial flood insurance
coverage of from $5,100 to $500,000 per structure based on specifically identified structures located in
the 100 year flood area.

In accordance with G.S. 158-29, the finance officer and tax collector are each individually bonded for
$50,000 and $55,000 respectively.

PENSION PLANS

The permanent full-time employees of the City participate in the Statewide North Carolina Local
Government Employees’ Retirements System (NCLGERS), a cost-sharing multiple-employer public
employee defined benefit plan administered by the State of North Carolina. The NCLGERS plan is
funded by contributions from the City equal to 4.91% of participant earnings for employees not engaged
in law enforcement and 4.86% for law enforcement officers for the period of July 1, 2008 to June 30, 2009

and employee contributions of 6.0% of earnings.

The City is required by State statute to provide an annual separation allowance benefit to faw
enforcement officers. The qualified law enforcement officers are entitled to an annual retirement benefit
of .85% of the annual equivalent of the base rate of compensation most recently applicable to the covered
employee for each year of creditable service. The City is responsible for management of this benefit
program. An actuarial study has been conducted; however, the City has chosen to fund the amount
necessary to cover the benefits earned as they become due.

The City is also required by State statute to contribute an amount equal to 5% of participant earnings to a
supplemental retirement plan (401-K) for law enforcement officers. No contribution is required of the
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participant in this plan, but voluntary contributions are permitted up to the legally allowed maximum under
tax deferral law. The City has no fiduciary responsibility for this plan.

The State of North Carolina contributes on behalf of the City an amount to the Fireman's and Rescue
Squad Worker's Pension Fund. The City has no liability for the funding of this pension fund.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Goldsboro for its
Comprehensive Annual Financial Report for the fiscal years ended June 30, 1990-1993 and 1995-2008.
The Certificate of Achievement is a prestigious national award recognizing conformance with the highest
standards for preparation of state and local government financiatl records.

In order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both generally
accepted accounting principles and applicable legat requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.
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Independent Auditor's Report

To the Honorable Mayor and
Members of the City Council
City of Goldsbaro, Notth 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 City of Goldsboro, North Carolina as of and for the year ended June
30, 2009, which collectively comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Goldsbora’s management. Our respensibility is to express an opinion on these

financial statements based on our audit.

We have 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
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 the financial statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund information of the
City of Geldsboro, North Carolina as of June 30, 2009, 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 reported dated November 12, 2009 on our
consideration of the City of Goldsboro’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing on internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the resuilts

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 accounting principles generally accepted in the United States of America. 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 on it

Our audit was performed for the purpose of forming an opinion on the financial statements that collectively comprise the basic
financial statements of the City of Goldsboro, North Carolina. The introductory section, combing and individual nonmajor fund
financial statements and schedules, 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 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 and stafistical sections and, accordingly, we express no opinion on

them.

VY %cb% ﬁQL‘i

L.a Grange, North Carof
November 12, 2009

Member: North Carolina Association of Certified Public Accountants
American Institute of Certified Public Accountants
CPAmerica International Network
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Management’s Discussion and Analysis

As management of the City of Goldsboro (The “City”), we offer readers of the City’s
financial statements this narrative overview and analysis of the financial activities of the
City for the fiscal year ended June 30, 2009. We encourage readers to consider the
information presented here in conjunction with additional information that we have
furnished in the City’s financial statements, which follow this narrative.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal
year by $106,651,632 (net assets). Of this amount, $19,793,593 (unrestricted net
assets) may be used to meet the government’s ongoing obligations to citizens and
creditors.

e The government’s total net assets increased by $9,529,226, primarily due to
increases in both governmental and business type-activities net assets.

e As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $17,166,815, a decrease of $1,679,734 in
comparison with the prior year. Approximately 68.6 percent of this total amount, or
$11,786,549, is available for spending at the government’s discretion (unreserved
fund balance).

e At the end of the current fiscal year, unreserved undesignated fund balance for the
General Fund was $5,437,961 or 15.36 percent of total general fund expenditures for
the fiscal year.

o The City of Goldsboro’s total debt decreased by $446,946 (.91%) during the current
fiscal year. The debt issuance was held to a minimum amount.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City’s basic
financial statements. The City’s basic financial statements consist of three components; 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the
financial statements. The basic financial statements present two different views of the City
through the use of government-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 City of Goldsboro.



Required Components of Annual Financial Report

Figure 1
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Basic Financial Statements

The first two statements in the basic financial statements are the Government-wide Financial
Statements. They provide both short and long-term information about the City’s financial

status.

The next statements arc Fund Financial Statements. These statements focus on the activities of
the individual parts of the City’s government. These statements provide more detail than the
government-wide statements. There are three parts to the Fund Financial Statements: 1) the
governmental funds statements; 2) the budgetary comparison statements; and 3) the proprietary
fund statements.

The next section of the basic financial statements is the notes. The notes to the financial
statements explain in detail some of the data contained in those statements. After the notes,
supplemental ‘information is provided to show details about the City’s individual funds.
Budgetary information required by the General Statutes also can be found in this part of the
statements, '

Government-wide Financial Statements

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

City’s financial status as a whole.




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

or deteriorating.

The statement of activities presents information showing how the governments’ 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).

The government-wide statements are divided into two categories: 1) governmental activities; and
2) business-type activities. The governmental activities include most of the City’s basic services
such as public safety, parks and recreation, and general administration. Property taxes and state
and federal grant funds finance most of these activities. The business-type activities are those
that the City charges customers to provide services. These include the water and sewer services
offered by the City of Goldsboro.

The government-wide financial statements can be found on pages 19 and 20 of this report.

Fund Financial Statements

The fund financial statements provide a more detailed look at the City’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 City, 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 City’s budget ordinance. All of the funds of the City can be divided into two
categories; governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for those functions reported as
governmental activities in the government-wide financial statements. Most of the City’s basic
services are accounted for in governmental funds. These funds focus on how assets can readily
be converted into cash flow in and out, and what monies are left at year-end that will be available
for spending in the next year. Governmental funds are reported using an accounting method
called modified accrual accounting, which provides a short-term spending focus. As a result, the
governmental fund financial statements give the reader a detailed short-term view that helps him
or her determine if there are more or less financial resources available to finance the City’s
programs. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate
comparison to governmental activities in the government-wide financial statements.



The City adopts an annual budget for its General Fund, as required by the General Statutes. The
budget is a legally adopted document that incorporates input from the citizens of the City, the
management of the City, and the decisions of the Board about which services to provide and how
to pay for them. It also authorizes the City to obtain funds from identified sources to finance
these current period activities. The budgetary statement provided for the General Fund
demonstrates how well the City complied with the budget ordinance and whether or not the City
succeeded in providing the services as planned when the budget was adopted. The budgetary
comparison statement uses the budgetary basis of accounting and is presented using the same
format, language, and classifications as the legal budget document. The statement shows four
columns: 1) the original budget as adopted by the Board; 2) the final budget as amended by the
Board; 3) the actual resources, charges to appropriations, and ending balances in the General
Fund; and 4) the difference or variance between the final budget and the actual resources and
charges. The basic governmental fund financial statements can be found on pages 22-25 of this

report.

Proprietary Fund — The City maintains one proprietary fund. The Enterprise Fund is used to
report the same functions presented as business-type activities in the government-wide financial
statements. The City uses the enterprise fund to account for its water and sewer activity. This
fund is the same as those functions shown in the business-type activities in the Statement of Net
Assets and the Statement of Activities. The basic proprietary fund financial statements can be
found on pages 26-29 of this report.

Notes to the Financial Statements — The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial
statements. The notes to the financial statements are on pages 30-54 of this report.

Other Information — In addition to the basic financial statements and accompanying notes, this
report includes certain required supplementary information concerning the City’s progress in
funding its obligation to provide pension benefits to its employees. Required supplementary
information can be found on page 56-57 of this report.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as one useful indicator of a government’s
financial condition.

In the case of the City of Goldsboro, assets exceeded liabilities by $106,651,632 as of June 30,
2009. The significant portion of the City’s net assets (72 percent) reflects its invesiment in
capital assets (c.g. land, buildings, streets, and equipment), less any related debt still outstanding

that was issued to acquire those items. The City uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the City’s
investment in its capital assets is reported net of the outstanding related debt, the resources
needed to repay that debt must be provided by other sources, since the capital assets cannot be
used to liquidate these liabilities. An additional portion of the City’s net assets $4,239,142 (4
percent) represents resources that are subject to external restrictions on how they may be used.
The remaining balance of unrestricted net assets $25,596,392 (24 percent) may be used to meet
the government’s ongoing obligations to citizens and creditors. '



Current and other assets

Capital assets

Total assets

Long-term liabilities outstanding

Other liabilities

Total liabilities

Net assets:
Invested in capital assets,
net of related debt
Restricted

Unrestricted

Total net assets

Table 1

The City of Goldsboro's Net Assets
As of June 30, 2009

Governmental

Activities

Business-type

Aclivities Total

2009 2008 2009

2008

2009 2008

$21,609,233 $23,236,302  $12,409,116 $14,125506 $34,018,349 $37,361,808
56,730,915 41,985,945 68,967,130 _ 71,432,372 125,698,045 113,418,317
78,340,148 65,222,247 81,376,246 _ 85,557,878 159,716,394 150,780,125
16,995,118 15,234,123 26,833,652 34,414,783 43,828,770 49,648,906
3,765,780 2,122,458 5,470,212 1,886,355 9,235,992 4,008,813
20,760,808 17,356,581 32,303,864 36,301,138 _ 53,064,762 53,657,719
43,352,105 28,179,346 39,266,792 37,208,215 82,618,897 65,387,561
3,753,545 3,842,808 485,697 546,602 4,239,142 4,389,410
10,473,600 15,843,512 9,319,9943 11,501,923 19,793,503 27,345,435
$57,579,250 $47.865666  $49,072,382 $49,256,740 $106,651,632 $97,122,406



At the end of the current fiscal year, the City is able to report positive balances in all three categories
of net assets both for the government as a whole, as well as for its separate governmental and business-
type activities. The same situation held true for the prior fiscal year.

Governmental Activities — Governmental activities increased the City’s net assets by $9,713,584,
thereby accounting for 98.1% of the total growth in the net assets of the City of Goldsboro. Key
elements of this increase are as follows:

e Property tax revenue increased due to a continuing effort by the County to improve
collections but the local option sales tax collections fell below budgeted estimates due

to the economic downturmn.

e The City recognized the current year’s liability for post employment benefits (OPEB)
$357,931. '

e The City realized a reduction in operating costs in the General Fund due to salary and
operating expenditures savings resulting from freezing vacant non-essential positions
and costs savings where departments spent less than budgeted for the year.

Business-type Activities — Business-type activities decreased the City’s net assets by $184,338
accounting for 1.9% reduction in the total growth in the government’s net assets. Key elements of this
increase are as follows:

e The decrease is attributable to costs associated with more stringent environmental regulations,
the need to expand the Water Treatment Facility and the reduction in water usage from customers
due to water conservation measures.

e The City realized an increase in operating costs in the Utility Fund due to costs associated with
repairs to the Water Treatment Facility and additional costs connected with drought procedures.



Revenues:

Program Revenues:

Charges for services

Operating grants and contributions

Capital grants and contributions
General revenues:

Property taxes

Other taxes

Investment income

Miscellaneous

Total revenues

Expenses:
General government
Public safety
Transportation
Environmental protection
Economic and physical development
Culture and recreation
Interest on long-term debt
Water and sewer
Total expenses

[ncrease in net assets

Net assets - July 1

Net assets - June 30

Table 2

Changes in Net Assets

Governmental Business-type
Acfivities Activities Total
2009 2008 2009 2008 2009 2008
$ 4,052,969 $ 4,063,054 $13,564,559 $13,471,834 $17.617,528 $17,534 988
5,665,356 5,378,686 - - 5,665,356 5,378,686
11,945,877 - - - 11,945,877 -
13,246,454 12,845,928 - - 13,246,454 12,845,928
6,512,124 6,902,494 - - 6,512,124 6,902,494
238,613 666,136 198,754 521,356 437,367 1,187,492
900,704 155,198 - - ap0,704 155,198
42,662,097 30,011,486 13,763,313 13,993,290 56,325,410 44,004,786
3,312,696 2,183,065 - - 3,312,696 2,183,065
15,075,632 13,645,026 - - 15,075,632 13,645,026
3,834,872 2,433,738 - - 3,34,872 2,433,738
3,632,243 2,731,841 - - 3,632,243 2,731,841
3,579,950 1,753,132 - - 3,579,850 1,753,132
3,075,008 2,822,101 - - 3,075,009 2,922,101
338,011 532,923 - - 338,011 532,923
- - 13,947,671 13,253,063 13,947,671 13,253,063
32,848,513 26,201,826 13,947,671 13,253,063 46,796,184 39,454,889
9,713,584 3,808,670 {184,358) 740,227 9,529,226 4,549,897
47,865,666 44 055,896 49,256,740 48,516,513 97,122,406 92,572,508
$57,579,250 $47,865,666 $49,072,382 $49,266,740 $106,651,632 $97,122 406
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Financial Analysis of the City’s Funds

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

Government Funds. The focus of the City’s governmental funds is to provide
information on near-term inflows, outflows, and balances of usable resources. Such
information is useful in assessing the City’s financing requirements. Specifically,
unreserved fund balance can be a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

The general fund is the chief operating fund of the City. At the end of the current fiscal
year, unreserved fund balance of the General Fund was $5,437,961, while total fund
balance reached $10,785,426. As a measure of the general fund’s liquidity, it may be
useful to compare both unreserved fund balance and total fund balance to total fund
expenditures. Unreserved fund balance represents 15.4 percent of total General Fund
expenditures, while total fund balance represents 30.5 percent of that same amount.

At JTune 30, 2009, the governmental funds of the City reported a combined fund balance
of $17,166,815, an 11.7 percent decrease over last year. In the general fund, the actual
budget basis fund balance change was a decrease for fiscal year 2009 of $1,679,734 and
is due to actual revenues being less than budgeted and actual expenditures being less than
budgeted. Decreases in fund balance are reported in the Occupancy Tax, Community
Development and Downtown Goldsboro Development Funds which is associated with
revenue collections less than projected and withdrawal from fund balance for downtown

fagade program.

General Fund Budgetary Highlights: During the fiscal year, the City revised the
budget on several occasions. Generally, budget amendments fall into one of three
categories: 1) amendments made to adjust the estimates that are used to prepare the
original budget ordinance once exact information is available; 2) amendments made to
recognize new funding amounts from external sources, such as Federal and State grants;
and 3) increases in appropriations that become necessary to maintain services.

The most significant amendments during the fiscal year included the following:

o Appropriation of $64,187 for the design and operating feasibility study of the
community recreation center.

e Appropriation of $75,000 for additional funds necessary to demolish residential
structures which did not meet minimum housing requirements.

e Appropriation of $73,305 for the survey work, roadway design, design of a storm water
management pond and environmental permitting for the Berkeley Blvd project.

e Appropriation of $120,000 for the City’s share of the Union Station project.
e Appropriation of $179,000 for large worker’s compensation claim.

e Appropriation of $43,200 for a contract with Marlowe and Company to assist in securing
federal funding for City projects.
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Several differences occurred between the original and final adopted budgets for the fiscal
year. Ad valorem tax, franchise tax, and Powell Bill revenues were not received as these
revenues related to the proposed Phase XI annexation which was challenged in court and
did not occur until September 30, 2008. The expenditures were used to purchase
equipment and hire personnel so that services could began in this newly annexed area on
October 1, 2008. The difference in unrestricted intergovernmental revenues resulted
from the receipt of Federal and State Forfeiture funds based on undercover operations
performed by the Police Department. The difference in restricted intergovernmental
revenues resulted from grants received from the Office of Justice for police equipment
purchases and the North Carolina Department of Crime Control and Public Safety for
salaries for officers patrolling targeted areas of illegal activity. The permits and fees
revenues were down due to the decline in new construction as it related to the economy.
Transportation budgeted expenditures increased due to the fees associated with the
Berkeley Blvd project. Public Safety budget was amended to cover expenses related to a
large worker’s compensation claim. Physical development budgeted expenditure
increased due to the engineering and construction costs associated with the
computerization project. Cultural and recreational expenditures increased due to
operating expenses and acquisition costs associated in purchasing the Paramount Theater.

Several significant differences occurred between the final amended budget and actual
results. Sales tax revenucs are responsive to fluctuations in the economy and this year’s
tax collections were less than anticipated. Transportation planning grant funds received
were less than expected due to a decrease in work completed on the authorized projects.
Sales and service revenues were less than budgeted due to the decrease in recreation and
golf course revenues. Investment earnings decreased due to decline in rates due to the
economy. Overall expenditures were less than budgetary estimates, except cultural and
recreational expenditures, which increased due to the purchase of the Paramount Theater.

Proprietary Fund: The City’s proprietary fund provides the same type of information
found in the government-wide statements, but in more detail. Unrestricted net assets of
the Utility Fund at the end of the fiscal year amounted to $9,319,994. The fotal decrease
in net assets for the fund was $184,358. Other factors concerning the finances of the fund
have already been addressed in the discussion of the City’s business-type activities.

Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets for its governmental and
business-type activities as of June 30, 2009, totals $125,698,045 (net of accumulated
depreciation). These assets include buildings, streets, land, equipment, and vehicles.

Major capital asset transactions during the year include the following additions:

e Purchase of a new 2009 Freightliner Refuse Truck in the sanitation division for the
annexation area.

Purchase of 24 cubic yard leaf trailer in sanitation for the annexation area.
Purchase of two replacement F150 pickup trucks for the sanitation division.
Repainted the Center Street Water Storage Tank in the Utility Fund.

Replaced the New Hope Lift Station Generator.

Purchase administrative vehicle for the Recreation and Parks Department.
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e Replacement purchase of personal computers and new barracuda message server in
the information technology department.

o Replacement purchase of two patrol automobiles and two administrative vehicles in
the police department.

e Replacement purchase of a Fire Command Vehicle in the Fire Department.

e Acquired approximately 4,875 feet of curb and gutter in the amount of $121,875 and
40,287 feet of paved streets in the amount $11,268,252 donated by developers and
Phase XI, Study Area E annexation.

e Replacement purchase for the mixing truck at the Compost Plant.

e No major demolitions were recorded this year.

o Finalized purchase of the Paramount Theater at a cost of $4.5 million.

Tabie 3
Capital Assets at Year-End
(Net of Depreciation)

Governmential Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008
Land $6,740,830 $6,727,090 $1,558,406  $1,558,406  $8,299,236 $8,285,496
13,363,273 9,268,303 - - 13,363,273 9,268,303

Buildings

Plant and Distribution
- - 65,956,543 68,790,056 65,956,543 68,790,056

Systems

Streets and

Improvements 33,524,867 22,736,803 - - 33,524,867 22,736,803

Vehicles 2,715,200 2,730,192 635,178 768,494 3,350,378 3,498,686

Equipment 361,528 523,557 214,899 213,647 576,427 737,204
25217 602,104 101,769 627,321 101,769

Construction in Progress

Total $56,730,015 $41,985.945 $68,067.130  $71,432,372 $125608,045 $113,418,317

Additional information on the City’s capital assets can be found in note 5 or pages 39-40 of the
Basic Financial Statements.
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Long-Term Debt

Long-term Debt. As of June 30, 2009, the City had total bonded debt outstanding of

$47,109,108. Of this amount, $22,444,983 represents bonded debt backed by the full faith and
credit of the City, while the remainder represents several capitalized leases and notes payable.

Table 4
Outstanding Debt at Year-End
General Obligation Bonds

Governmental Business-type
Activities Activities Total
2009 2008 2009 2008 2009 2008

General obligation

bonds $5.613,477 $6,059,336 $16,831,506 $18,831,875 $22,444,983 $24,801,211
Capitalized Ieases 236,169 378,679 - 236,169 378,679
Noles payable 11,073,528 7,368,584 13,354,428 15,392,282 24,427,956 22,760,866
Total $16,923,174 $13,806,599 $30,185,934 $34,224 157 $47,109,108 $48,030,756

The City of Goldsboro’s total debt decreased by $921,648 (1.92%) during the past fiscal year
due to paying off current debt and issuing the least amount of debt needed for the Paramount

Theater of $4.5 million.

The City maintains an Al rating from Moody’s Investor Services and the rating from Standard
and Poor’s Corporation increased from A+ to AA- on its general obligation bonds.

North Carolina general statutes limit the amount of general obligation debt that a unit of
government can issue to 8 percent of the total assessed value of taxable property located within
that government’s boundaries. The legal debt margin for the City is $131,508,232, The City has

$16,100,000 in bonds authorized but un-issued at June 30, 2009.

Additional information regarding the City’s long-term debt can be found in note 5 on pages

47-52 of this report.
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Economic Factors and Next Year’s Budgets and Rates

The average unemployment rate for the Goldsboro Metropolitan Statistical Area (MSA) is
currently 8.8% compared to the state average of 10.8%.

The City of Goldsboro and NC Department of Transportation declared a partnership to combine
resources to restore the Historic Union Station. The NC Department of Transportation Rail
Division has an established history of linking passenger and commuter rail lines to historic train
stations renovated through their Passenger Station Rehabilitation Program. The program covers
1.3 square miles and concentrates on the downtown commercial core as well as the surrounding

historic residential neighborhoods.

Budget Highlights for the Fiscal Year Ending June 30, 2009

During the current fiscal year, unreserved fund balance in the general fund decreased to
$5,961,878. The City has appropriated $523,917 of this amount for spending in the 2010 fiscal
year budget.

Governmental Activities: Property Tax, Franchise Tax, Cable TV, Powell Bill and Refuse
Service revenues include amounts estimated for the proposed Phase XI, Study Area E
annexation.

Refuse fees will increase $3.25 per month for residential users.

Business-type Activities: Water rates in the City will increase by 15% and sanitary sewer rates
will increase 5% for upcoming upgrade of the water treatment facility and increased costs to
water and sanitary sewer operations.

Requests for Information

This report is designed to provide an overview of the City’s finances for those with an interest in
this area. Questions concerning any of the information found in this report or requests for
additional financial information should be directed to the Director of Finance, City of Goldsboro,

P.O. Drawer A, Goldsboro, North Carolina 27533,
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City of Goldsboro, North Carolina
STATEMENT OF NET ASSETS

June 30, 2009

Exhibit 1

ASSETS
Current assets:
Cash and cash equivalents
Receivables (net)
Inventories
Total current assets

Non-current assets:
Restricted assets:
Cash and investments
Capital assets:
Land, improvements, and construction in progress
Other capital assets, net of depreciation
Total capital assets
Totat non-current assets

Total assets

LIABILITIES
Current liabilities:
Accounts payable and accrued liabilities
Customer deposits
Unearned revenue
Current portion of long-term liabilities
Total current liabilities

Long-term liabilities:
Due in more than one year
Total liabilities

NET ASSETS

Invested in capital assets, net of related
debt

Restricted for capital projects
Unrestricted

Totai net assets

Primary Government

Governmental Business-type

Activities Activities Total
$ 13,191,413 $ 7,441,583 20,632,996
4,452,307 3,708,076 8,160,383
211,968 773,860 985,828
17,855,688 11,923,519 29,779,207
3,753,545 485,597 4,239,142
6,766,047 1,660,175 8,426,222
49,964,868 67,306,955 117,271,823
56,730,915 68,967,130 125,698,045
60,484,460 69,452,727 129,937,187
78,340,148 81,376,246 159,716,394
1,945,101 759,359 2,704,460
229 757,189 757,418
7,80