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TO THE HONORABLE MAYOR AND MEMBERS OF THE CITY COUNCIL

AND CITIZENS OF THE CITY OF RALEIGH, NORTH CAROLINA

t is our pleasure to submit the Comprehensive Annual Financial Report of the City of
Raleigh, North Carolina for the fiscal year ended June 30, 2009.  State law requires that all
general-purpose local governments annually publish a complete set of financial statements.
The financial statements must be presented in conformity with generally accepted

accounting principles (GAAP) and audited in accordance with generally accepted auditing standards
by a firm of licensed certified public accountants.  This report complies with these requirements.

The Comprehensive Annual Financial Report consists of management’s representations concerning
the finances of the City.  Consequently, management assumes full responsibility for the completeness
and reliability of all of the information presented in this report.  To provide a reasonable basis for
making these representations, management of the City has established a comprehensive internal
control framework that is designed both to protect City assets from loss, theft, or misuse and to
compile sufficient reliable information for the preparation of the City’s financial statements in
conformity with GAAP.  Because the cost of the internal controls should not outweigh their benefits,
the City’s comprehensive framework of internal controls has been designed to provide reasonable
rather than absolute assurance that the financial statements will be free from material misstatement.
As management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

The City’s financial statements have been audited by Cherry, Bekaert & Holland, LLP, a firm of
licensed certified public accountants.  The goal of the independent audit is to provide reasonable
assurance that the financial statements of the City for the fiscal year ended June 30, 2009, are free of
material misstatement.   The independent auditor concluded, based upon the audit, that the City’s
financial statements for the fiscal year ended June 30, 2009 are fairly presented in conformity with
GAAP.  The independent auditor’s report is presented as the first component of the financial section
of this report.

The independent audit of the financial statements of the City was part of a broader, federal and state
mandated “Single Audit” designed to meet the special needs of grantor agencies.  The standards
governing Single Audit engagements require the independent auditor to report not only on the fair
presentation of the financial statements, but also on the audited government’s internal controls and
compliance with legal requirements, with special emphasis on internal controls and legal
requirements involving the administration of federal and state awards. These auditor reports are
available in the Single Audit section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A).  This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The City’s MD&A can be found immediately following the report of the
independent auditors.  

January 8, 2010

222 WEST HARGETT STREET • P.O. BOX 590 • RALEIGH, NORTH CAROLINA 27602
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PROFILE OF CITY OF RALEIGH

aleigh is situated in the heart of the State of North Carolina, in a section called the
Piedmont region, 150 miles from the  Atlantic Ocean and 190 miles from the Great
Smoky Mountains.  The City, the county seat of Wake County and the capital of
North Carolina,

covers an area of more than 140
square miles and has an
estimated population of 385,507.
The City forms one point of the
Research Triangle Park developed
in 1959 for industrial,
governmental and scientific
research, with Chapel Hill and
Durham at the other two points.
The City is located in a
metropolitan area consisting of
Wake, Durham, Orange, Franklin,
Chatham and Johnston counties.
The population for this area is
estimated to be 1,536,000 and, in
March 2009, the U.S. Census
Bureau called this area the fastest
growing metro in the nation.

The North Carolina General Assembly purchased land for the original site of the City for the
specific purpose of being the Capital of North Carolina.  The City was established in 1792 by an
act of the General Assembly and has utilized a council-manager form of government since 1947.
The Mayor and two Council members are elected at-large, and the remaining five Council
members are elected from five districts within the City.  The Mayor and Council members serve
two-year terms and all have an equal vote.  The City Council sets policies, enacts ordinances and
appoints the City Manager.  The City Manager administers the daily operations and programs of
the City through the department heads, other staff members and employees.  

The City provides the full range of governmental services, including police and fire protection,
street construction and maintenance, a comprehensive solid waste program, water and sanitary
sewer services, parks, recreation and cultural services, a variety of transportation and public
works programs, and other traditional support activities.  Extended planning on the City’s
infrastructure needs occurs on an ongoing basis resulting in the present infrastructure being in
excellent condition.

The City is empowered to levy a property tax on both real and personal properties located within
its boundaries.  It is also empowered by state statute to extend its corporate limits by annexation,
which occurs periodically when deemed appropriate by the governing council.  

The Annual Budget serves as the foundation of the City’s financial planning and control.  The City
Council is required to hold public hearings on the proposed budget and to adopt a final budget no
later than June 30, the close of the City’s fiscal year.  The appropriated budget is prepared by fund,
function (e.g., public safety), and department (e.g., police).  Department heads, for transfers up to
$10,000, or the City Manager, for transfers above $10,000 up to $50,000 may approve transfers of
appropriations within a fund.  Transfers greater than $50,000 and transfers of appropriations
between funds require approval of the City Council.
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ECONOMIC CONDITIONS AND OUTLOOK

he information presented in the financial statements is perhaps best understood when
it is considered from the broader perspective of the specific environment within which the
City operates.

Raleigh continues to be widely recognized by independent sources as one of the nation’s most
attractive metropolitan areas. Forbes recently placed Raleigh as the #1 Best Place for Business and
Careers. CNN Money named Raleigh #3 in the list of Best Places to Launch a Small Business. U.S.
News & World Report, chosen as the Editors’ Pick, selected Raleigh as one of the Greenest Places to
Retire. American Style Magazine listed Raleigh as #24 in their 2009 Top Arts Destinations, and the
Daily Beast named Raleigh the #1 “Smartest City” in a ranking of America’s cities. 

The Raleigh area’s excellent  business environment, its nationally ranked universities, and the
outstanding health care facilities are some of the many attributes that attract people to the area.  The mild
climate, diverse work force and proximity to Research Triangle Park, a nationally recognized center for
research and light manufacturing adjacent to the City, combine to make the City a great place to live.
The City has experienced significant growth in population, land area and commercial activity for a
number of years.  As the Capital of the State, the City derives its economic profile from a diverse
combination of business and employment centers, including State government, higher education, light
manufacturing and retail trade.  The City is the home of the principal executive, judicial and regulatory
offices of State government, as well as six public and private institutions of higher education, including
North Carolina State University, the largest university in North Carolina.   

While Raleigh continues to be a vibrant city, it has not been insulated by the affects of the overall
economic conditions of the national economy.  Key economic factors including unemployment,
median family income, retail sales and construction activity have seen similar trends in Raleigh
that are occurring throughout the country.  Locally unemployment at June 2009 was 7.8%, up from
4.6% in June 2008.  Median family income fell slightly in 2009 to $74,900 from $75,100 in 2008.  

Retail sales declined sharply from $6.76 billion in 2008 to $6.1 billion in 2009.  And, as is the case
nationwide, construction activity declined most dramatically.  The value of construction permits
fell off 53% from $2.4 billion in 2008 to $1.1 billion in 2009.  In spite of these declining factors, the
City’s taxable property base remains strong.  This has resulted in a balanced tax base of commer-
cial and industrial property complementing our growing residential base.  Even at the current time
when national economic
problems are impacting local
governments, Raleigh’s tax base
is projected to continue to
moderately increase. This,
combined with other favorable
revenue experience and diligent
management of expenses, has
allowed Raleigh to maintain a
strong financial position.

The nearby Research Triangle
Park was developed in 1959 for
industrial, governmental and
scientific research.  Its primary
objective is to attract research
related institutions to the area,
and currently consists of
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approximately 170 organizations including those of International Business Machines Corporation,
GlaxoSmithKline, Cisco, Research Triangle Institute, United States Environmental Protection Agency
and National Institute of Environmental Health Services.  The research institutions of the Park employ
an estimated 42,000 employees. 

Raleigh annually attracts over 10 million visitors for conferences, special events, shopping and other
attractions.  This experience is enhanced by facilities such as the newly opened Raleigh Convention
Center, RBC Center, Walnut Creek Amphitheater, the Progress Energy Center for the Performing Arts,
Marbles Museum and IMAX Theater, numerous state museums, and several major retail shopping
malls.  The new convention
center, which opened in
September 2008, greatly
exceeded initial expectations
by drawing 332,000 customers
for 243 events in FY 2009. The
RBC Center is the home of 
the National Hockey League
2006 Stanley Cup champion
Carolina Hurricanes, and
North Carolina State
University’s Wolfpack
basketball team.  Memorial
Auditorium, at the Progress
Energy Center for the
Performing Arts, hosts a
diversified slate of plays and
performances including
productions of the NC Theatre
and the Broadway Series
South. The Progress Energy
Center for the Performing Arts is the home of the North Carolina Symphony and the Carolina Ballet,
and provides three performing arts theaters.

The City continues to focus efforts and investment in downtown development.  As previously noted,
the new Raleigh Convention Center opened in September 2008.  The new convention center, with more
than double the meeting space of the City’s previous civic center,  has been met with outstanding
bookings by regional, national and international conference groups.  During its ten months of
operation, over 240 events were held, including 43 conventions, providing significant economic
benefits to the City.  A 944 space underground parking deck was constructed to serve the convention
center, adjacent headquarters hotel and nearby private development.  The project budgets for the
convention center, the underground parking deck and the City’s financial participation in the cost of
the hotel were approximately $290 million.  The convention center construction cost and the City’s $20
million share of the headquarters’ hotel project are funded from an interlocal agreement that allocates
revenues from the county-wide 6% room occupancy tax and  1% prepared food and beverage tax.  The
underground parking deck is being funded by debt proceeds to be repaid by parking revenues. 

Another investment in downtown development debuted in February 2009 with the launch of the 
R-line downtown circulator.  This is a free service to connect residents and visitors to all the shopping,
entertainment, restaurants and parking in the downtown’s Central Business District.  This circulator 
is served by three 40' hybrid electric Bus Rapid Transit (BRT) style buses.  Two buses run every 10-12
minutes on the route, with one bus in reserve as a spare.  The City chose the BRT style hybrid because
it is environmentally friendly, will run quietly and it provides a distinctive look to the service.  
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In July 2006, the City completed phase one of the Fayetteville Street Renaissance project.  This $11.0
million project re-opened Fayetteville Street, Raleigh’s main street, to vehicular traffic for the four
blocks from the state capitol to the new convention center hotel.   The next phase of this project was
recently completed in October 2009 with the grand opening of the $16.0 million City Plaza on the 400
block of Fayetteville
Street.  Also, the City
Council approved
funding in December
2009 for an approxi-
mate 5,000 seat
outdoor amphi-
theater to be con-
structed adjacent to
the new convention
center.  It is expected
that these major
projects, along with a
second underground
parking deck, which
opened in June 2009,
will continue to be
catalysts in attracting
new, private develop-
ment to downtown
Raleigh.

Current economic
conditions have
slowed growth in the
tax base and our
largest revenue
source, property
taxes.  Sales tax, our
second largest
revenue source, is
also unfavorably
impacted by reduced
consumer spending
resulting from the
impacts of the
economic downturn.
However, the local
economy has, thus
far, fared better than
the overall state and
national economies.
The City’s relatively
stable employment
and population base will benefit Raleigh’s efforts to weather the current downturn.  As noted earlier,
the City is managing its budget and expects to maintain a strong financial position consistent with its
financial policies.  
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LONG-TERM FINANCIAL PLANNING

he City seeks to consistently maintain a strong financial position as evidenced by its
AAA/Aaa ratings from the 3 major credit rating agencies.  This objective requires regular
long-term planning of operating and capital requirements for its major general
government and enterprise programs.  In doing so, the City relies on key financial

policies and procedures for dealing with future events in financially responsible ways.

Annually the City adopts a 10-year Capital Improvement Program (CIP) that looks ahead to
project and plan for capital needs.  Phase I encompasses the first 5 years of the CIP and addresses
both project needs and financial strategy for this period.  Phase II of the program, spanning the
second 5-year period, includes longer range projects identified as necessary for the continuation 
of existing service levels to the citizens of the City.  

Phase I of the CIP spans fiscal years 2008-09 through 2012-13.  The major areas  included in 
Phase I are transportation, public utilities, parks, housing, stormwater utility, the Neuse Basin
environmental program, and general public improvements.  The public utilities and transportation
programs represent the largest portions of the CIP due to the strong growth of our area and the
large amount of utility and transportation needs. 

A key financial goal of the City for many years has been the maintenance of a 14% undesignated
fund balance level in the General Fund.  In addition, the City has desired to appropriate a consistent
level of fund balance each year resulting from positive budget variances.  These goals are met in the
fiscal year 2009 results that are built into the 2009-10 operating budgets.  A number of financial
models are also used in the budget process and provide a means of projecting long-term resource
requirements.  These include general and enterprise debt models, a parking fund model, a utility
rate model, rate sensitivity analyses and financing proformas.  Other practices followed are
designed to avoid the meeting of recurring expense needs with one-time revenue resources and 
to ensure an ongoing mix of pay-as-you-go funding of capital needs with long-term debt.  

MAJOR INITIATIVES

For the Year 2008-09
The City’s Annual Budget for 2008-09, inclusive of operating and capital programs, grew by 15.7
percent from the prior year.  Based on property revaluation, a revenue neutral tax was calculated,
then increased by 4.18 cents to a property tax rate of $.3735 per $100 of assessed value to cover
General Fund operations and capital projects debt service.  Sales tax growth was projected at 4%
over the 2007-08 actual receipts.  Water and sewer rates were increased 15% in order to adequately
maintain both parity debt covenants and the City’s fund balance goals for the utilities operating
fund.  Other revenue budget adjustments included increased facility fees, an increase in the
nutrient reduction fee and the continuation of a revenue indexing program in development
services.  Cost increases to existing operations included employee compensation, health insurance,
other post employment benefits, the opening and operation of the new Convention Center and the
development phases of an enterprise resource planning system.

Ongoing City growth, as well as new capital facilities, also required appropriate investments in
new personnel resources and other operating costs that are associated with those needs.

Capital improvement budgets in 2008-09 included the programming of remaining capital
expenditures associated with the 2003 Parks Bond, the 2005 Transportation and Housing Bonds,
and a significant amount of general capital projects including $284 million for components of the
Clarence E. Lightner Public Safety Center and various remote operating facilities.  Other key
capital projects budgeted focused on transportation, stormwater, water and sewer utility
infrastructure, and affordable housing.
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During the course of 2008-09, as global economic problems began to be seen, the City initiated
various cost management efforts to help ensure its AAA/Aaa quality financial position. These
measures included reductions in operating expenses and delay of various general capital projects
during the period of financial uncertainty.

For the Future
The fiscal year 2009-10 Annual Budget was adopted by the City Council on June 16, 2009.  The
combined capital and operating budget for the fiscal year beginning July 1, 2009 totals $697,702,049,
representing an 8.2% increase from the FY 2008-09 Annual Budget. The property tax rate of $.3735
remained flat in the current year although the economy’s downturn necessitated other budget
reductions to manage lower  projections for sales tax and various growth related revenues.  A water
and sewer rate increase was previously approved by Council in April 2009 and was to be
implemented in two phases.  Phase one was an increase of 9% implemented on May 1, 2009.  The
second phase of the increase was effective December 1, 2009, resulting in a combined 17% annual
increase as required by the City’s utility rate model. 

Other major revenue components of the 2009-10 operating budget include a decrease of 3% in sales
tax revenue, a 27% decrease in inspection fee revenue, a 59% decrease in facility fees and a 10%
increase in intergovernmental revenues.  Traditionally, sales tax revenue has increased with prior
budgets, but is projected to decrease in 2009-10 due to the lingering effects of the economic
downturn.  Inspection fees and facilities fees have declined from historical activity levels as
construction and development have been impacted by the economic conditions and the availability
of financing.  Franchise fees from utilities and telecommunications companies have increased in part
due to updated allocations to the City as a result of audit work.  The 2009-10 operating budget funds

1.9%2.4%

4.5%

7.8%

8.9%
11.3% 12.7%

18.2%

Public safety - $145.3 m
Capital debt service - $117.1 m
Public utilities - $81.7 m
Leisure services - $72.7 m
Capital improvements - $57.5 m
Public Works & Public Transit - $50.3 m

Solid waste services - $26.3 m
Information technology - $15.2 m
Financial management - $11.9 m

Community development services - $37.9 m
General government and external agencies - $28.9 m

5.9% 22.5%

4.1%

0.9%

11.3%

Water/sewer charges - $122.5m
Interest, fees, miscellaneous - $153.8 m

Sales tax - $73.2 m

Property tax - $178.5 m

11.4%

27.7%

5.9%
19%

23.9%
Debt and program reserves - $73.2 m
Intergovernmental - $37.8 m

Federal and state grants - $5.8 m

Expenditures $644,755,290

Revenues $644,755,290

Adopted Budget 2008-2009
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Raleigh (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. Please read it in conjunction with the transmittal letter at the front of this report and
the City’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

• The assets of the City of Raleigh exceeded its liabilities at the close of the most recent fiscal year
by $1.6 billion (net assets). This amount is a $41.8 million increase from last year. Of this amount,
$273.8 million (unrestricted net assets) may be used to meet the government’s ongoing obligations
to citizens and creditors.

• As of the close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $336.7 million. Of this total amount, 75.9% or $255.6 million, is
available for spending at the government’s discretion (unreserved fund balance). A large part
of this amount is either designated or appropriated for continuing activities of the City.

• At the end of the current fiscal year, unreserved fund balance for the general fund was $116.9
million or 37.8% of total general fund expenditures. Of that amount, $61.5 million is
undesignated and represents a traditional fund balance reserve maintained for emergencies,
liquidity and overall financial strength.

• The City’s total long-term obligations increased by a net of $42.1 million during the current fiscal
year. The issuance of new debt ($108.7 million) exceeded principal repayments ($68.1 million)
by $40.6 million. Other long-term obligations (earned vacation pay and landfill postclosure care)
increased by $1.5 million.

• The City issued $21.130 million in general obligation bonds for public improvements ($11.130
million) and housing ($10.0 million).

• The City issued $65.140 million in certificates of participation for the following projects:
design phase for a new public safety center and four public works operations facilities ($33.5
million), a new downtown parking deck ($14.015 million), and rolling stock ($17.625 million).

• The City refunded $19.530 million in public improvement ($13.779 million), sewer ($1.306
million), and parking ($4.445 million) general obligation bonds.

• The City made several installment purchases for land, totaling $1,752,000.

• The City also remarketed $243.4 million of variable rate certificates of participation tendered
back to the City in 2008.

• The City of Raleigh maintained its AAA/Aaa bond rating from all three major rating agencies.

• On a government-wide basis for governmental activities, the City had expenses net of program
revenues of $246.6 million, which were $62.4 million less than the general revenues of $309.0
million.

• On a government-wide basis for business-type activities, the City had expenses net of program
revenues of $33.4 million, which were $22.8 million more than general revenues of $10.6 million.
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OVERVIEW OF THE FINANCIAL STATEMENTS

These basic financial statements consist of two sections: introductory and financial. As Figure A-1
shows, the financial section has three components – management’s discussion and analysis (this
section), the basic financial statements and required supplementary information. The basic financial
statements include two kinds of statements that present different views of the City:

• The first two statements are government-wide financial statements that provide both long-term
and short-term information about the City’s overall financial status.

• The remaining statements are fund financial statements that focus on individual parts of the City
government, reporting the City’s operations in more detail than the government-wide statements,
as follows:

• The governmental funds statements tell how general government services like public safety
and solid waste, for example, were financed in the short-term as well as what remains for
future spending.

• Proprietary fund statements offer short and long-term financial information about the
activities the government operates like businesses, such as the water and sewer system, the
convention center, and parking enterprise.

• Fiduciary fund statements provide information about the financial relationships – like the
retirement plan for the City’s employees – in which the City acts solely as a trustee or agent
for the benefit of others to whom the resources in question belong.

Figure A-1: Components of the Financial Section
City of Raleigh Basic Financial Statements

Government-wide
Financial
Statements

Fund
Financial
Statements

Notes To The
Financial
Statements

Basic
Financial

Statements

Required
Supplementary

Information

Management’s
Discussion

and Analysis

Summary Detail
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The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The statements are followed by a section of required
supplementary information that further explains and supports the information in the financial
statements. Figure A-1 shows how the required parts of this annual report are arranged and
relate to one another. The remainder of this overview section of management’s discussion and
analysis explains the structure and contents of each 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. This statement combines and consolidates
governmental fund’s current financial resources (short-term spendable resources) with capital
assets and long-term obligations. Over time, increases and decreases in net assets may serve
as a useful indicator of whether the financial position of the City of Raleigh is improving or
deteriorating.

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

Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). This is intended to simplify and summarize the user’s
analysis of the cost of various governmental services and/or subsidy to various business-type
activities. The governmental activities of the City include general government, community
development, public safety, solid waste services, leisure services, and economic development
programs. The business-type activities of the City include water and sewer, convention center
complex fund, parking facilities, mass transit and stormwater management.

The government-wide financial statements include the Walnut Creek Financing Assistance
Corporation (WCFAC, a blended component unit). The WCFAC, although legally separate, functions
for all practical purposes as a department of the City, and therefore has been included as an
integral part of the primary government.

The government-wide financial statements can be found on pages 1 - 3 of this report.

Fund financial statements. Traditional users of governmental fund financial statements will
find the fund financial statements presentation more familiar. However, the focus is on major
funds, rather than the individual fund types. 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 of Raleigh, like all other
governmental entities in North Carolina, uses fund accounting to ensure and demonstrate
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 three categories: governmental
funds, proprietary funds, and fiduciary funds.
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Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

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

The City maintains twenty individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the general fund which is considered to be a major
fund. Data from the other nineteen governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in
the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 4 - 9 of this report.

Proprietary funds. The City of Raleigh maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its water and
sewer, convention center and performing arts (referred to as convention center) operations, parking
facilities, mass transit and stormwater management operations. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City’s various
functions. The City of Raleigh uses internal service funds to account for its print services, risk
management, employee’s health benefits, governmental and public utilities equipment replacement
and vehicle fleet services funds. All of these services predominantly benefit governmental functions
except for the public utilities equipment replacement fund, which predominantly benefits business-
type functions. These services have been included within their respective predominant activities in
the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the three major enterprise funds, the water and sewer fund, the convention center
fund and the parking facilities fund. Conversely, the nonmajor enterprise funds and all internal
service funds are combined into single, aggregated presentations in the proprietary fund financial
statements. Individual fund data for the nonmajor enterprise funds and the internal service funds
is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 10 - 17 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statement because the resources of those funds are not available to support the City’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 18 - 19 of this report.
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Notes to the financial statements. The notes provide additional information that is essential
to a full understanding of the data provided in the government-wide and fund financial statements.
The notes to the financial statements can be found on pages 20 - 51 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the City of Raleigh’s
progress in funding its obligation to provide pension benefits to its law enforcement officers and
other post employment benefits. Required supplementary information can be found on pages
52 - 55 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds,
nonmajor enterprise funds and internal service funds are presented immediately following the
required supplementary information on pensions. Combining and individual fund statements and
schedules can be found on pages 56 - 113 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Raleigh, assets exceeded liabilities by $1.6 billion at the close of
the most recent fiscal year.

By far the largest portion of the City of Raleigh’s net assets ($1.2 billion or 75.4 percent) reflects its
investment in capital assets (e.g., land, buildings, machinery, and equipment); less any related debt
used to acquire those assets that is still outstanding. The City of Raleigh uses these capital assets to
provide services to citizens; consequently these assets are not available for future spending.
Although the City of Raleigh’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

The following table reflects the condensed Statement of Net Assets.

Table 1: City of Raleigh’s Net Assets (in millions of dollars)

An additional portion of the City’s net assets ($120.5 million or 7.5 percent) represents resources that
are subject to external restrictions on how they may be used. The remaining balance of unrestricted
net assets ($273.8 million or 17.1 percent) may be used to meet the government’s ongoing obligations
to citizens and creditors.
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2008 2009 2008 2009 2008 2009

454.6$ 469.2$ $ 338.2$ $ $
681.1 759.0 1,459.2

1,135.7 1,228.2 1,797.4 3,025.6

297.8 342.6 930.7
67.6 77.2 73.5 150.7

365.4 419.8 1,004.2 1,424.0

493.8 525.2 682.1 1,207.3
113.3 120.5 - - 120.5
163.2 162.7 111.1 273.8
770.3$ 808.4$ $ 793.2$ $ $

Governmental
activities

Business-type
activities Total

2,218.2

1,273.3

1,601.6

Current and other assets
Capital assets

Total assets

Long-term debt outstanding
Other liabilities

Total liabilities

Invested in capital assets,
net of related debt

Restricted
Unrestricted

Total net assets

807.4517.6
1,300.6

1,818.2

933.4
95.3

1,028.7

701.2

88.3
789.5

2,953.9

162.9
1,394.1

1,195.0
113.3
251.5

1,981.7

1,231.2

1,559.8

972.2

CITY OF RALEIGH

2009
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At the end of the current fiscal year, the City of Raleigh is able to report positive balances in all three
categories of net assets both for the City as a whole, as well as for its separate governmental and
business-type activities.

The City’s net assets increased by $41.8 million during the current fiscal year. The following table
summarizes the changes in net assets.

Table 2: City of Raleigh’s Changes in Net Assets (in millions of dollars)

Change in net assets. The City’s total revenues were $593.2 million. Thirty-three percent of the City’s
revenue comes from charges for services; another thirty percent comes from property taxes. Other
taxes account for nineteen percent and most of the rest is state and federal grants and other
contributions.

The total cost of all programs and services was $551.4 million. The City’s expenses cover a range of
services, with twenty-five percent related to public safety (police, fire and emergency communications),
tenty-five percent to utilities (water and sewer), and ten percent related to public works.
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2008 2009 2008 2009 2008 2009

$ 41.7$ $ 151.7$ $ 193.4$
32.3 6.3 38.6
19.4 20.0 39.4

180.5 180.5
114.6 114.6

14.0 12.7 26.7
402.5 190.7 593.2

36.9 36.9
22.3 22.3
54.5 54.5

136.3 136.3
24.4 24.4
49.7 49.7

4.4 4.4
11.5 11.5

136.9 136.9
28.4 28.4
28.5 28.5
8.9 8.9
8.7 8.7

340.0 211.4 551.4

62.5 (20.7) 41.8
(24.4) 24.4 - -
38.1 3.7 41.8

770.3 789.5 1,559.8

$ 808.4$ $ 793.2$ $ 1,601.6$

Revenues:
Program revenues:

Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Property taxes
Other taxes
Grants and contributions not
restricted to specific programs

Other
Total revenues

Expenses:
General government
Community development services
Public works
Public safety
Solid waste services
Leisure services
Economic development programs
Interest on long-term debt
Water and sewer
Convention center
Mass transit
Parking facilities
Stormwater

Total expenses

Increase in net assets before transfers
Transfers
Increase in net assets
Net assets, beginning of year

Net assets, end of year

Total
Governmental Business-type

activities activities

189.5
39.4
50.0

151.7
114.9

0.7
37.2

583.4

37.8
19.8
53.7

130.1
22.4
45.5
5.3

10.8
124.6
20.1
23.9

7.1
8.0

509.1

74.3

74.3
1,480.9

1,559.8

148.3
5.6

22.6

17.8
194.3

124.6
20.1
23.9
7.1
8.0

183.7

10.6
32.4
43.0

741.9

789.5

41.2
33.8
27.4

151.7
114.9

0.7
19.4

389.1

37.8
19.8
53.7

130.1
22.4
45.5

5.3
10.8

325.4

63.7
(32.4)
31.3

739.0

770.3
- -Prior period adjustment 4.64.6 --

CITY OF RALEIGH

2009
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GOVERNMENTAL ACTIVITIES

Revenues for the City’s governmental activities were $402.5 million, while total expenses were
$340.0 million. The increase in net assets for governmental activities (after transfers of $24.4 million)
was $38.1 million in 2009.

A 4.18 cents tax increase, after adjusting the revenue neutral revaluation rate, resulted in increased
property tax revenues of $28.8 million from $151.7 million to $180.5 million. Property taxes represent
44.8% of total governmental revenues. Other taxes, which accounted for 28.4% of total governmental
revenues, decreased $300,000 from 2008.

Table 3 presents the cost of each of the City’s four largest governmental activities programs – public
safety, public works, leisure services, and general government – as well as each program’s net cost
(total cost less fees generated by the activities and intergovernmental aid). The net cost shows the
financial support provided by the City’s taxpayers for these functions.

Table 3: Net Cost of City of Raleigh Governmental Programs
(in millions of dollars)
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Charges for services  $41.74 m

Property taxes  $180.53 m

Other taxes  $114.63 m

Operating grants and 

Capital grants and
contributions  $19.43 m 

All other  $13.88 m   

10.37%
3.45% 4.83%

contributions  $32.34 m

8.03%

44.85%
28.47%

Revenues by Source - Governmental Activities

2008 2009 2008 2009
Public safety $ 136.3$ $ (129.9)$
Public works 54.5 (23.8)
Leisure services 49.7 (24.3)
General government 36.9 (35.7)

Total Cost of Services Net Cost of Services

130.1
53.7
45.5
37.8

(122.2)
(16.2)
(19.9)
(36.8)

CITY OF RALEIGH

2009
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The reported results for the fiscal year for the governmental activities show that:

• The cost of all governmental activities this year was $340.0 million. This cost was incurred in
order to provide basic municipal services to the citizens of Raleigh. These services include, but
are not limited to: police, fire, solid waste services, parks and recreation, streets maintenance,
inspections, planning and others.

• The amount that our taxpayers paid for these activities through property taxes was
$180.5 million.

• Those who directly benefited from service-fee based programs paid $41.7 million in charges
for services.

• Other governments and organizations subsidized certain programs with grants and
contributions totaling $51.7 million. These grants and contributions include annexations of
streets and sidewalks ($15.4 million), operating support from various federal and state
agencies ($19.6 million), interlocal support from Wake County for debt service on the
convention center construction project ($13.1 million), and other facility fees and developers’
participation ($3.7 million).

• The City received $309.0 million in general revenues from taxes and other revenues such as
interest and unrestricted grants, which was used to pay for the $246.6 million net cost of
governmental activities.

• The City’s four largest governmental programs – public safety (40.0%), public works (16.0%),
leisure services (14.6%), and general government (11.1%) represent 81.7% – of the total
governmental activities.
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BUSINESS-TYPE ACTIVITIES

Revenues of the City’s business-type activities were $190.7 million, and expenses were $211.4 million.
The increase in net assets for business-type activities (after transfers in of $24.4 million) was $3.7
million in 2009. Table 4 shows the total cost and net cost or revenue for these services.

Table 4: Net Cost of City of Raleigh Business-type Activities
(in millions of dollars)

Net revenue in the water and sewer operation decreased again in 2008-09 by $18.0 million from
$2.2 million net revenues to $15.8 million net expenses. This decrease resulted from several factors.
Operating expenses increased $12.3 million in 2008-09 from $124.6 million to $136.9 million as overall
growth increased our customer service base to over 170,000 customer accounts. While operating
expenses increased, ongoing conservation efforts by our customers carried over from severe drought
conditions in 2007 continued to slow revenue growth. Charges for services increased $2.9 million,
from $109.4 million to $112.3 million, during 2008-09. The combination of increased operating costs
and slow revenue growth resulted in an overall decrease in net operating income of $9.4 million.
Capital contributions, primarily from annexations, decreased $8.6 million during 2008-09 from
$17.5 million to $8.9 million.

Our convention center activities also experienced an increase in net expenses in 2008-09 by $8.5
million as net expenses increased from $6.6 million to $15.1 million. This increase in net expenses
resulted from increased operating expenses of $8.3 million in 2008-09, from $20.1 million to $28.4
million, as our new convention center facility opened in September 2008. In addition to increased
staffing costs, the new facility increased depreciation expense by $6.5 million. Charges for services
decreased $200,000 in 2008-09 from $13.5 million to $13.3 million.

Net revenues in the parking facilities activities decreased $1.2 million in 2008-09 from $800,000 net
revenues to $400,000 net expenses. This increase in net expenses is primarily attributable to increased
operating expenses, $1.8 million in 2008-09, from $7.1 million to $8.9 million. Most of the increased
operating expense comes from depreciation expense, an additional $1.1 million in 2008-09, as we
placed in service a new 900 space underground parking deck adjacent to our new convention center
facility. Charges for parking services increased $600,000 in 2008-09, from $7.9 million to $8.5 million.

We continue to heavily subsidize our mass transit operation, although net expenses did decrease
$1.9 million in 2008-09 from $10.1 million to $8.2 million. This deficit is essentially funded from
governmental activities general revenues transferred to the mass transit operations. Capital grants
and contributions to our mass transit operation increased $5.8 million in 2008-09, from $4.9 million
to $10.7 million, as we continued to upgrade our fleet through federal and state grants. Net
revenues in our stormwater management activities decreased $400,000 in 2008-09 from
$6.5 million to $6.1 million.
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2008 2009 2008 2009

Water and sewer $ 136.9$ $ (15.8)$
Convention center 28.4 (15.1)
Parking facilities (0.4)
Mass transit (8.2)
Stormwater 8.7 6.1
Total $ 211.4$ $ (33.4)$

of Services
Net (Cost) Revenue

of Services
Total Cost

8.9
28.5

124.6
20.1

8.0
183.7

7.1
23.9

2.2
(6.6)
0.8

(10.1)
6.5

(7.2)

CITY OF RALEIGH

2009
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Expenses and Program Revenues - Business-type Activities

79.55%
3.30%

10.49%

6.66%

All other $12.71 m

Operating grants and
contributions $6.29 m

Capital grants and
contributions $20.02 m

Charges for services $151.74 m

Revenues by Source - Business-type Activities
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

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

Governmental funds. The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year.

As of the end of the fiscal year, the City of Raleigh’s governmental funds reported combined ending
fund balances of $336.7 million, an increase of $800,000 in comparison with the prior year.
Approximately 75.9% of this total amount ($255.6 million) constitutes unreserved fund balance, which
is available for spending at the government’s discretion. The remainder of fund balance is reserved
to indicate that it is not available for new spending because it has already been committed to
liquidate contracts and purchase orders of the prior period ($8.6 million), reserved for inventories
($1.8 million), reserved by state statute ($33.2 million), reserved for the new convention center
project ($35.6 million), or reserved for emergency communications equipment ($1.8 million).

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 $116.9 million, while total fund balance was
$160.5 million. 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 37.8 percent of total general fund expenditures, while total fund balance
represents 51.9 percent of that same amount, amounts generally consistent with the prior year.

The North Carolina Local Government Commission strongly recommends that local governments
maintain an undesignated fund balance of at least 8% of general fund expenditures. The City’s
policy is to maintain an undesignated fund balance of at least 14% of the succeeding year’s
expenditure budget. Undesignated fund balance is a sub classification of unreserved fund balance
after consideration for management’s policy designations. The City’s designations of unreserved
fund balance total $55.4 million as specified on page 25 of the notes to the financial statements.
This includes $18.1 million appropriated for 2009-10. The remaining unreserved fund balance of
$61.5 million is undesignated and represents 15.3% of the 2009-10 general fund expenditure budget.

The fund balance of the City’s general fund increased by $23.4 million during the current fiscal year.
Key factors in this increase are as follows:

● Overall revenues increased $26.2 million in 2008-09. Specifically, property taxes increased
$29.0 million reflecting a 4.18 cents tax increase after adjusting for the property revaluation
revenue neutral rate. Local sales tax decreased $7.8 million reflecting the ongoing decline in
retail sales locally, as well as nationally. All other revenues increased in total by $5.0 million.

● Overall expenditures increased $21.5 million in 2008-09.

● The resulting change in revenues over expenditures for 2008-09 was a decrease of $4.6 million,
from $29.2 million in 2007-08 to $33.8 million in 2008-09.

● Net other financing uses decreased $8.2 million in 2008-09 from $18.5 million to $10.3 million.

Proprietary funds. The City of Raleigh’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail. The major enterprise funds
are the water and sewer, convention center and parking facilities funds.

Net assets of the water and sewer fund at the end of the year amounted to $619.0 million. The net
assets of the water and sewer fund decreased by $9.6 million in 2008-09 versus a $12.8 million
increase in 2007-08. This $22.4 million decrease is attributable to a $3.5 million decrease in operating
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income, a $8.5 million increase in net nonoperating expense, and a $8.5 million decrease in capital
contributions. Operating income continued to decrease in 2008-09 due to ongoing conservation
efforts by our customers in response to severe drought conditions in 2007. The combination of slow
revenue growth, increased operating costs, lower interest income, higher interest expense, and a
decrease in annexations led to the overall decrease in net assets of $9.6 million. Convention center
net assets decreased $5.5 million in 2008-09. The decrease is due primarily to increased operating
expense, specifically depreciation expense, as the new 500,000 square foot convention center facility
was completed and placed in service in September 2008, reflecting a full year of depreciation.
Parking facilities fund net assets increased $2.4 million primarily due to net transfers in from other
funds of $2.3 million.

GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget resulted in appropriations
increasing $10.3 million during 2008-09. Increases in expenditure budgets ($19.5 million) and
transfers to other funds budgets ($1.8 million) exceeded increases in revenue and transfers from
other funds budgets ($11.0 million), thus resulting in the $10.3 million increase in the budget from
fund balance appropriated. The final positive budget variance was $55.3 million. This overall
positive variance resulted as follows:

• Revenues $8.8 million negative, reflecting ongoing declines in retail sales, construction activity,
and leisure spending as local sales tax revenues were $10.7 million negative, inspection fees
were $4.0 million negative, and parks and recreation fees were $1.2 million negative. Solid
waste fees were also negative, $2.3 million. Other revenues, such as property taxes,
intergovernmental revenues, licenses and interest income netted positive budget variances of
$9.4 million.

• Expenditures $63.3 million positive, pervasively across the board as all individual expenditure
functions and departments had positive budget variances. This result reflects the City’s cost
management strategy to address the expected revenue budget shortfalls noted above.

• Other financing net uses $800,000 positive, from budgeted transfers to other funds that were
not made.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The City of Raleigh’s investment in capital assets for its governmental and
business type activities as of June 30, 2009, amounts to $2.22 billion (net of accumulated
depreciation). This investment in capital assets includes land, buildings and machinery, streets and
sidewalks, equipment, furniture and fixtures, and improvements. The total increase in the City’s
investment in capital assets for the current fiscal year, $236.5 million, was 11.9 percent (a 11.4 percent
increase for governmental activities and a 12.2 percent increase for business-type activities).

Major capital asset investments during the fiscal year included the following:

• Land additions of $15.7 million were made during the year. Major tracts were obtained for
future construction of streets, greenways and utilities projects. Also, $3.0 million was
capitalized for the purchase of land for a new transit operations facility.

• Construction began and/or was completed for a variety of street projects, parks and
greenways, and fire stations. Total construction was $97.3 million. Construction in progress
for these activities was $56.0 million as of June 30, 2009.

• Construction began and/or was completed on additional facilities for the water and sewer
operations. Total construction was $141.8 million. Construction in progress for these activities
was $156.8 million as of June 30, 2009.
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• Equipment acquisitions added $29.8 million to the City’s rolling stock inventory, including
$8.6 million in new buses.

• The new convention center facility was completed in 2009. Total construction capitalized was
$238.0 million.

• Two new parking decks, including an underground deck adjacent to the convention center
facility were completed in 2009. Total construction capitalized was $63.2 million.

• On-going investment in stormwater management ($4.5 million) projects continued during
2008-09.

• Annexations added $15.4 million to streets and $7.4 million to water and sewer systems.

Additional information on the City’s capital assets can be found on pages 28 - 30 of the notes to the
financial statements of this report.

Long-term debt. In August 2008, the City sold $14.015 million in certificates of participation to
purchase a downtown parking deck. These COPS mature incrementally between 2009 and 2033 with
a stated interest rate of 3.9%. With other debt service fees the true interest cost is 4.479830%. This
issue was rated AA-/A-1+ by Standard and Poor’s.

In November 2008, the City sold $33.5 million in certificates of participation to finance the design
phase for a new public safety center and four new public works operations facilities. These COPS
matured in November 2009 and carried a stated interest rate of 3.0%. Net of premium and fees, the
all-in true interest cost is 1.553151%.

In March 2009, the City issued $21.130 million in general obligation bonds for public improvements
($11.130 million) and housing ($10.0 million). These bonds mature serially between 2009 and 2029
bearing rates of 2.25% to 4.25% for the public improvement issue and 3.5% to 5.5% for the taxable
housing issue. True interest cost is 3.5446% and 4.9208% respectively for the public improvement
bonds and the taxable housing bonds. The issue was rated triple A by Moody’s, Fitch, and Standard
and Poor’s.

Also in March 2009, the City issued $19.53 million in general obligation public improvement
refunding bonds. The bonds refund previously issued G.O. bonds for streets, parking, sewer, and
parks. The refunding bonds mature serially between 2009 and 2017, with stated interest rates of
2.25% to 4.0%. True interest cost is 1.7840% and the issue was rated triple A by Moody’s, Fitch, and
Standard and Poor’s. The economic gain to the City from this refunding was $1,605,927.

M
A

N
A

G
E

M
E

N
T’S

D
IS

C
U

S
S

IO
N

A
N

D
A

N
A

L
Y

S
IS

CITY OF RALEIGH

2009

2008 2009 2008 2009 2008 2009
$ 148,996$ $ 72,821$ $ 221,817$

65,951 309,999 375,950
- - 674,169 674,169

351,380 - - 351,380
- - 103,433 103,433
- - 17,436 17,436

33,411 16,591 50,002
359 1,567 1,926

102,968 98,957 201,925
55,981 164,188 220,169

$ 759,046$ $ 1,459,161$ $ 2,218,207$

Total
Governmental

activities
Business-type

activities

Land
Buildings and machinery
Water and sewer systems
Streets and sidewalks
Parking decks
Buses
Equipment
Furniture and fixtures
Improvements
Construction in progress

Total

139,448
53,192

347,051

27,180
563

93,965
19,658

681,057

69,862
78,298

647,725

43,036
11,697
15,948

25
83,293

350,718
1,300,602

209,310
131,490
647,725
347,051
43,036
11,697
43,128

588
177,258
370,376

1,981,659

Table 5: City of Raleigh’s Capital Assets
(net of accumulated depreciation – stated in thousands)
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In June 2009, the City issued certificates of participation totaling $17.625 million for rolling stock
replacement. These COPS mature serially from 2010 through 2014 and carry an interest rate of
2.785%, with a true interest cost of 2.785%.

During the year the City made two installment financing agreements for the purchase of property.
These notes total $1,752,000. One note for $482,000 is payable in equal installments over two years at
no interest. The second note, $1,270,000, is payable in one installment in FY2010 with 3.415%
interest.

Also during FY2009, the City remarketed $243.425 million of variable rate certificates of participation
which were tendered back to the City in 2008. These placements effectively secured new liquidity
providers and remarketing agents for the original debt and converted $55 million from a variable
rate note to a one year fixed rate note. The City also carries two interest rate swaps to mitigate the
impact of these conditions.

At the end of the current fiscal year, the City had total general obligation debt outstanding of $190.5
million. The remainder of the City’s debt represents revenue bonds ($554.7 million) and installment
financing agreements ($489.8 million – notes, COPS, etc.) secured solely by specified revenue sources
and property. The City’s total liability for bonded debt and other installment financing agreements
increased by $40.7 million (3.40%) during 2008-09 as new debt issues of $108.8 million exceeded
principal repayments of $68.1 million.

The City has other long-term obligations for earned but unused vacation pay due its employees
($20.1 million) and landfill postclosure care costs ($6.2 million). These obligations increased $1.5
million from 2008 balances.

Table 6: City of Raleigh’s Long-Term Debt (stated in thousands)

Subsequent to FY09 year-end, in July 2009 the City issued $47.820 million general obligation
refunding bonds. The bonds refund previously issued public improvement bonds. The refunding
bonds mature serially from 2009 through 2021 with interest rates of 3.00% to 5.00%. After premiums,
discounts and issue costs the all-in true interest cost is 2.648507%. This issue was rated triple A by
Moody’s, Fitch, and Standard and Poor’s. The economic gain to the City from this refunding was
$2,424,677.

In September 2009, the City issued $24.875 million in variable rate taxable certificates of
participations for parking facilities. These COPS mature serially from 2012 to 2034 with an average
coupon interest rates of 3.551% and an all-in true interest cost of 4.561561%. This issue was rated
AA/A-1+ by Standard and Poor’s.

Also in September 2009, the City issued $57.665 million in general obligation public improvement
bonds and $10.0 million general obligation taxable housing bonds. These bonds mature serially from
2010 through 2030 with interest rates of 2.0% to 5.0% for the public improvement series and 3.5% to
5.3% for the taxable housing series. True interest costs are 3.594224% and 4.727012% respectively.
The issue was rated triple AAA by Moody’s, Fitch, and Standard and Poor’s.
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CITY OF RALEIGH

2009

2008 2009 2008 2009 2008 2009

General obligation bonds $ 177,949$ $ 12,616$ $ 190,565$

Revenue bonds - - 554,740 554,740

Installment financing agreements 139,825 349,998 489,823

Total $ 317,774$ $ 917,354$ $ 1,235,128$

Totalactivities activities
Governmental Business-type

170,030

104,398

274,428

15,405

560,240

344,335

919,980

185,435

560,240

448,733

1,194,408
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In October 2009, the City issued $47.630 million in variable rate limited obligation bonds to refund
previously issued parking and public improvement COPS, and to refinance the $33.5 million one
year COPS issued in November 2008. These bonds mature serially from 2010 through 2034, with an
original interest rate at closing of 3.0%. The all-in true interest cost is 3.33978%. This issue was
rated Aa1/P-1 by Moody’s, AA+/F1+ by Fitch, and AA+/A-1+ by Standard and Poor’s.

State statues limit the amount of general obligation debt a governmental entity may issue to 8
percent of the total assessed value of taxable property. The current debt limitation for the City is
$3.9 billion, which is significantly in excess of the City’s outstanding net debt of $860.9 million.

Raleigh continues to benefit from outstanding credit ratings as evidenced by the aforementioned
placements, earning the highest general obligation credit ratings and excellent revenue bond and
COPS ratings from all three major rating agencies. During 2007-08, credit risk issues of the City’s
liquidity providers and remarketing agents caused $336 million in variable rate debt issues to be
tendered back to the City’s liquidity’s banks. During FY2009 all of this debt was successfully
remarketed and/or replaced.

Additional information on the City of Raleigh’s long-term debt can be found in the notes to the
financial statements on pages 33 – 42 of this report.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

Significant factors considered in preparing the City’s budget for the 2009-10 fiscal year were:

The property tax rate of $.3735/$100 of assessed valuation remained flat. The adopted budget
projects property tax revenue at $183.0 million. This is an increase of $4.5 million, or 2.5%, from
2008-2009.

The economic downturn necessitated lower projections for sales tax and other growth related
projections. The 2009-10 budget for sales tax projects sales tax revenues of $70.8 million, a decrease
of $2.4 million, or 3.3% from the 2008-09 budget. Other growth related general revenues, primarily
inspection fees and solid waste fees, have similarly been impacted by the economy and these have
been adjusted down accordingly. Overall, the adopted general fund budget of $401.6 million is
virtually the same as the adopted 2008-09 budget. The 2009-10 operating budget continues funding
of current operations, with some additional staffing for various needs associated with growth,
expansion of facilities and new programs. A total of 85 vacant general fund positions were
eliminated, most in operating areas directly affected by the current economy.

The City’s water and sewer utility continues to recover from the financial impacts of the 2007-08
drought as our customers continue to conserve water resources. Accordingly, fee increases have
been necessary in order to maintain services, system maintenance, and capital improvements. Rate
increases approved by City Council in April 2009 were scheduled for a two-phase implementation in
2009-10, resulting in a combined increase of 17%.

The 2009-10 capital budget includes new and/or continuing projects totaling $410.6 million. In
addition to ongoing roads, parks, utilities and general public facilities, new major facilities continue
to be programmed in the five year capital improvement plan. Specifically, construction is expected
to begin in 2009-10 on a new public safety center ($205 million) and four operations facilities for
public works ($205.5 million). It is anticipated that these projects will be funded from debt issues.

As a result of these and other factors, the 2009-10 budget was adopted with an overall combined
operating and capital budget of $696.2 million, representing a 7.9% increase over the $644.8 million
2008-09 budget. Virtually all of this increase is in the capital budget.

Ongoing downtown development. The City continues to focus efforts and investment in
downtown. The new Raleigh Convention Center opened in September 2008. The new convention
center, with over 500,000 square feet of meeting space, has been met with outstanding bookings.
During the first ten months of operations over 240 events were held, including 43 conventions,
providing significant economic benefit to the City. Also in September 2008, a 400 room

CITY OF RALEIGH

2009
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headquarters’ hotel opened. The hotel is adjacent to the new convention center and includes public
meeting space funded by the contention center project budget. A 944 space underground parking
deck constructed to serve the convention center, the hotel, and nearby private development opened
in October 2008. The public investment in these three projects, $310 million, is funded from an
interlocal agreement that allocates revenues from the county-wide room occupancy tax and prepared
food and beverage tax, and from parking revenues. In July 2006, the City completed phase one of
the Fayetteville Street Renaissance Project. This $11.0 million project re-opened Fayetteville Street,
Raleigh’s main street, to vehicular traffic for the four blocks from the state capitol to the new
convention center hotel. The next phase of this project was completed in October 2009 with the
grand opening of the $16.0 million City Plaza on the 400 block of Fayetteville Street. Also, the City
Council approved funding in December 2009 for a 5,000 seat outdoor amphitheatre to be constructed
adjacent to the new convention center. These major projects, along with a second underground
parking deck which opened in June 2009, will continue to attract new, private development in
downtown Raleigh.

Impact of and Response to Current Economic Conditions. The declining economy
continues to impact Raleigh, as it has all local governments. In 2009, in response to these declining
conditions, the City took very proactive cost containment actions to offset expected revenue
shortfalls with did in fact materialize as actual negative revenue budget variances. A soft hiring
freeze, cautionary management of all operating expenditures, and a delay in $15 million in capital
projects allowed the City to manage through 2009 positively with a $23.4 million increase in the
general fund. In 2010, the City is continuing this operating cost containment strategy by maintaining
a flat FY2010 general fund budget. The City was also impacted by the national credit crisis during
2008 as $335 million of variable rate debt was tendered back to the City. All of this debt was
successfully remarketed in 2009 and the City continues to maintain a triple A credit rating from all
three major bond rating agencies. City Management and staff remain committed to providing
Raleigh citizens the highest quality of essential services as Raleigh and the nation work through the
economic decline to recovery, and we will maintain the financial integrity our community expects.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Raleigh’s finances for
all those with an interest in the government’s finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to the:

Office of the Chief Financial Officer
City of Raleigh
PO Box 590
Raleigh, North Carolina 27602
(919) 996-4930
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BASIC FINANCIAL STATEMENTS

The Basic Financial Statements provide a dual perspective summary overview of the financial
position and operating results of the government as a whole (government-wide financial
statements) and of all funds (fund financial statements). They also serve as a condensed
introduction to the more detailed statements and schedules that follow.
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REQUIRED SUPPLEMENTARY INFORMATION
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COMBINING AND INDIVIDUAL

FINANCIAL STATEMENTS AND SCHEDULES

The Combining and Individual Financial Statements and Schedules

reflect the detail level of presentation behind the basic financial

statements.

Included are the following:

1. Combining Statements - By Fund Type

2. Individual Fund Schedules with Comparisons to Budget

3. Other Schedules - Debt
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NONMAJOR GOVERNMENTAL FUNDS

The Nonmajor Governmental Funds statements include the combining balance sheet and
combining statement of revenues, expenditures and changes in fund balance for nonmajor
special revenue funds and nonmajor capital projects funds that comprise the other
governmental funds column in the basic financial statements. The combining nonmajor
special revenue funds statements and the combining nonmajor capital projects funds
statements are detailed behind the special revenue funds and capital project funds dividers.
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SPECIAL REVENUE FUNDS

The primary purpose of the Special Revenue Funds is to account for

the proceeds of designated revenue sources that are restricted by law or

administrative action for specific purposes. Revenue sources accounted

for through the City’s special revenue funds include Powell Bill funds,

housing development and bond funds, new convention center financing

funds, wireless 911 funds, and various grant revenues.
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SPECIAL REVENUE FUNDS

GRANTS FUND (NONMAJOR FUND) - The Grants Fund accounts for activities to which
federal, state, and other aid is contributed, with the exception of capital projects, federal
community development, and public transportation assistance. This fund centralizes all
funding sources for these activities and provides for full budgetary accountability.

HOUSING DEVELOPMENT FUND (NONMAJOR FUND) - The Housing Development
Fund accounts for City housing development programs, which are funded from City
general revenues.

HOUSING BOND FUND (NONMAJOR FUND) - The Housing Bond Fund accounts for
City housing development programs which are financed by general obligation bond issues.

COMMUNITY DEVELOPMENT FUND (NONMAJOR FUND) - The Community
Development Fund accounts for United States Department of Housing and Urban
Development (HUD) grant proceeds allocated to the City for community development
programs.

POWELL BILL FUND (NONMAJOR FUND) - The Powell Bill Fund accounts for the receipts
and expenditures of the one cent sales tax on motor fuel, which is distributed to municipalities
for local street improvement and maintenance. Allocation of this state tax is on the basis of
local street mileage and population data.

DISASTER RECOVERY FUND (NONMAJOR FUND) - The Disaster Recovery Fund accounts
for federal and state reimbursement for disaster recovery activities resulting from various natural
disasters and the City’s flood mitigation program.

NEW CONVENTION CENTER FINANCING FUND (NONMAJOR FUND) - The New
Convention Center Financing Fund accounts for hotel and motel occupancy taxes collected by
the County and remitted to the City per an interlocal agreement to fund the financing of the
New Convention Center.

WIRELESS 911 FUND (NONMAJOR FUND) -The Wireless 911 Fund accounts for the
wireless 911 funds remitted to the City from the County and used for qualified wireless
911 expenditures.
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GENERAL CAPITAL PROJECTS FUNDS

The purpose of the General Capital Projects Funds is to account for

the financial resources segregated for the acquisition or construction of

major general capital assets and facilities. The budgets within these

funds are adopted for the life of the project. Under the project

accounting concept, project expenditures, and the revenues used to fund

them, are accumulated until the year the project is completed. General

projects accounted for within the general capital projects funds include

street projects, park improvements, technology projects, major public

facilities and other miscellaneous capital projects.
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GENERAL CAPITAL PROJECTS FUNDS

STREET IMPROVEMENT FUND (NONMAJOR FUND) - The Street Improvement Fund
accounts for all street improvement programs to be financed from applicable street assessment
proceeds and other non-bond street improvement resources.

STREET BOND FUND (NONMAJOR FUND) - The Street Bond Fund accounts for the street
construction projects financed from the general obligation street bond issues.

SIDEWALK FUND (NONMAJOR FUND) - The Sidewalk Fund accounts for capital project
costs for the construction of sidewalks within the City.

PARK IMPROVEMENT FUND (NONMAJOR FUND) - The Park Improvement Fund accounts
for transfers from the general fund and other revenues and allocations, and all project costs in
the construction of park improvements as well as park land and greenway acquisition.

FACILITY FEES FUND (NONMAJOR FUND) - The Facility Fees Fund accounts for facility
fees collected from developers to be expended for street and park capital purposes within
designated zones in the City.

PARK BOND FUND (NONMAJOR FUND) - The Park Bond Fund accounts for all bond
proceeds and capital project costs related to the construction of park improvements or park
land acquisition.

MISCELLANEOUS CAPITAL IMPROVEMENTS FUND (NONMAJOR FUND) - The
Miscellaneous Capital Improvements Fund accounts for all capital improvement costs not
applicable to other capital improvement programs. These improvements are financed from
non-bond resources.

WALNUT CREEK AMPHITHEATER FUND (NONMAJOR FUND) - The Walnut Creek
Amphitheater Fund accounts for capital projects costs of the Amphitheater financed by a
portion of the Amphitheater rent.

STORMWATER PROJECTS FUND (NONMAJOR FUND) - The Stormwater Projects Fund
accounts for stormwater management and drainage projects. These projects are financed from
non-bond resources.

TECHNOLOGY CAPITAL PROJECTS FUND (NONMAJOR FUND) – The Technology
Capital Projects Fund accounts for long-term technology projects as recommended by the
City’s technology governance process. These projects are financed from general fund resources.

MAJOR PUBLIC FACILITIES FUND (NONMAJOR FUND) – The Major Public Facilities
Fund accounts for capital project costs for construction of new public facilities including the
Public Safety Center and remote operations centers for streets, parks, solid waste and public
works. These projects are financed from certificates of participation debt issues.

CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



CITY OF RALEIGH

2009



E
N

T
E

R
P

R
I

S
E

F
U

N
D

S

ENTERPRISE FUNDS

Enterprise Funds are a subclassification of the proprietary fund types

and are used to account for operations:

(a) that are financed and operated in a manner similar to private

business enterprises – where the intent of the governing body

is that the costs of providing goods or services to the general

public be recovered through user charges; or,

(b) where the governing body has decided that periodic

determinations of revenues earned, expenses incurred, and/or

net income is appropriate for capital maintenance, public

policy, management control, accountability or other purposes.

The City’s enterprise fund operations include water and sewer utility,

convention center, parking facilities, mass transit and stormwater utility.
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ENTERPRISE FUNDS

WATER AND SEWER FUND (MAJOR FUND) - The Water and Sewer Fund accounts for
operating and capital costs associated with the City’s water and Sewer operations. This fund
combines the Water and Sewer Operating Fund, the Water Capital Projects Fund, the Sewer
Capital Projects Fund, the Water and Sewer Revenue Bond Fund and the Water and Sewer
General Obligation Bond Fund.

CONVENTION CENTER COMPLEX FUND (MAJOR FUND) - The Convention Center
Complex fund accounts for the operating and capital costs at the City’s convention center and
performing arts complex. This fund combines the Convention Center Operating Fund, the
Convention Center and Memorial Auditorium Projects Fund and the New Convention Center
Complex Capital Projects Fund.

PARKING FACILITIES FUND (MAJOR FUND) - The Parking Facilities Fund accounts for the
parking fee charges and all operating costs associated with City-owned off-street and on-street
parking facilities. This fund combines the Parking Facilities Operating Fund and the Parking
Facilities Capital Projects Fund.

MASS TRANSIT FUND (NONMAJOR FUND) - The Mass Transit Fund accounts for the user
charges, fees, federal contributions and all operating costs associated with the operation of
the transit system in the City. This fund also accounts for all capital projects financed by transit
grant proceeds.

STORMWATER UTILITY FUND (NONMAJOR FUND) – The Stormwater Utility Fund
accounts for operating and capital costs associated with the City’s stormwater management
program. This fund combines the Stormwater Utility Operating Fund, the Stormwater Utility
Capital Projects Fund, and the Stormwater Utility Bond Fund.
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NONMAJOR ENTERPRISE FUNDS COMBINING STATEMENTS

The Nonmajor Enterprise Funds combining statements include the combining statement of
net assets, the combining statement of revenues, expenses, and changes in net assets, and the
combining statement of cash flows for nonmajor enterprise funds that comprise the other
enterprise funds column in the basic financial statements.
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SCHEDULE OF REVENUES AND EXPENDITURES –
BUDGET (MODIFIED ACCRUAL BASIS) AND

ACTUAL ENTERPRISE FUNDS

The following schedules present the results of operations for all individual enterprise funds on
the modified accrual basis for comparison to the legally adopted budgets for each fund. For
GAAP purposes the individual funds are consolidated into the three funds shown in basic
financial statements and the two funds shown in the preceding combining financial statements.
A reconciliation of the modified accrual basis to the full accrual basis (per generally accepted
accounting principles) follows each schedule or group of schedules.
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INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for centralized services

provided on a cost-reimbursement basis. The City maintains six internal

service funds for its print shop, risk management, health benefit,

equipment replacement programs, and central garage operation.
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INTERNAL SERVICE FUNDS

PRINT SERVICES FUND - The Print Services Fund accounts for the operations of the City’s
print shop.

RISK MANAGEMENT FUND - The Risk Management Fund accounts for risk management
activities of the City, including premiums, claims expenses and loss reserves.

EMPLOYEES' HEALTH BENEFITS FUND - The Employees' Health Benefits Fund accounts
for the City and employees contributions to a medical trust and its related costs, including
claims and operating expenses.

GOVERNMENTAL EQUIPMENT REPLACEMENT FUND - The Governmental Equipment
Replacement Fund accounts for the activities related to managing the equipment replacement
program for governmental activities.

PUBLIC UTILITIES EQUIPMENT REPLACEMENT FUND - The Public Utilities Equipment
Replacement Fund accounts for the activities related to managing the City’s equipment
replacement program for the City’s public utilities.

VEHICLE FLEET SERVICES FUND – The Vehicle Fleet Services Fund accounts for the
activities related to the City’s central garage operation.
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FIDUCIARY FUNDS

The Fiduciary Funds are used to account for resources received and

held by the City as the trustee or for which the City acts as agent. These

funds are expended or invested in accordance with agreements or

applicable prescribed procedures.

The City’s fiduciary funds include three pension trust funds which

account for activities of the City’s general supplemental retirement plan,

the law enforcement officers’ special separation allowance, and other post

employment benefits.
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FIDUCIARY FUNDS

Pension Trust Funds:

SUPPLEMENTAL MONEY PURCHASE PENSION PLAN FUND - The Supplemental Money
Purchase Pension Plan Fund accounts for the City’s contributions to the City of Raleigh
Money Purchase Pension Plan, a Section 401a plan established to provide supplemental
retirement benefits to eligible general government employees. Plan assets are held by the City
through a third party in a fiduciary capacity.

LAW ENFORCEMENT OFFICERS’ SPECIAL SEPARATION ALLOWANCE FUND - The Law
Enforcement Officers’ Special Separation Allowance Fund accounts for the City’s contributions
to a defined benefit plan provided to City law enforcement officers. The City is administrator
of the plan and holds all plan assets.

OTHER POST EMPLOYMENT BENEFITS FUND - The Other Post Employment Benefits
Fund accounts for the City’s contributions and retirees’ contributions to health, life insurance,
and medicare supplement benefits provided to eligible retirees.
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OTHER SCHEDULES

The Other Schedules represent various financial schedules of the City.

Included are a schedule of long-term obligation maturities covering all

fund types and detailed schedules of general, enterprise, and internal

service long-term obligations.
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STAT I S T I C A L SE C T I O N

The Statistical Section presents detailed information
on financial trends, revenue capacity, debt capacity,
demographic and economic information, and operating
information as a context for understanding what the
information in the financial statements, note disclosures,
and required supplementary information says about the
City's overall financial health.





STATISTICAL SCHEDULES
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SI N G L E AU D I T SE C T I O N

The Single Audit Section contains schedules, exhibits
and auditor reports reflecting federal, state, and other
participation in various projects and programs of the
City as required by OMB Circular A-133, the North
Carolina Single Audit Implementation Act and the
American Recovery and Reinvestment Act.
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