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The Government Finance Officers Association of the United States and Canada (GFOA) presented a
Distinguished Budget Presentation Award to the City of Sanford, North Carolina for its annual budget for the
fiscal year beginning July 1, 2007. In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an operations guide, as a financial plan, and as
a communications device.

The award is valid for a period of one year only. We believe our current budget continues to conform to
program requirements, and we are submitting it to GFOA to determine its eligibility for another award.









Population
Landscape

Community

Current Tax Rates

Education/Hospital
Profile

Lee is one of 100 counties in North Carolina situated in the geographic center of North Carolina. It is on
the divide of the Coastal Plains to the east and the Piedmont to the west. The City of Sanford (Lee
County Seat) is approximately forty-five (45) miles south of Raleigh and Durham. Approximately one
hundred fifty (150) miles to the east is the Atlantic Ocean, and one hundred sixty (160) miles to the west
are the Appalachian Mountains. It is an economically diverse community.

Current Population

Estimates for July 2008

City of Sanford 29,468
Town of Broadway 1,290
Lee County 61,856
Population Projections

Lee County in 2010 63,197
Lee County in 2020 68,948
Lee County in 2030 79,148
Economic Characteristics

Median Age 38 years
Average Household Size 2.61 people

Gross Retail Sales (FY 2006)
Lee County (including Sanford and Broadway) $680 million

Bond Rating for City of Sanford
® Standard & Poor’s A+
®  Moody's Al

® NC Municipal Council * 84
Bond Rating for Lee County

® Standard & Poor’s A+

®  Moody's Al
Family Income
Median Household $43,822
Per Capita $21,439
Average Household $54,718

! The NC Municipal Council works closely with the Local Government Commission, a division of the North
Carolina State Treasurer’s office, which has statutory responsibility for debt issued by local governments in North
Carolina. This council assists the local issuers in improving their credit quality and to improve their access to capital
for essential municipal projects.



Landscape

Land Area* 258.3 sq. miles
Population Density 219.5 persons/sq. mi.
Urban Area (City of Sanford) 49 percent
Rural Area (Outside City) 51 percent
Latitude 35° 28’
Longitude 79° 07’
Climate
Average Temperatures
January 37°F
June 76° F
Average Annual Rainfall 48 inches
Average Annual Snowfall less than 5 inches

Current Tax Rates

Lee County $0.75 per $100 valuation
Sanford $0.54 per $100 valuation
Broadway $0.44 per $100 valuation

Example: A house valued at $100,000 would pay $540 per year in city taxes and $750 per year in
county taxes.



Education
Public High Schools
Public Middle Schools
Public Elementary Schools
Private K-12 Schools
Montessori Schools
Charter School
Central Carolina Community College
Access available to:
University of North Carolina at Chapel Hill, Duke University, North Carolina State University,
Campbell University, North Carolina Central University, Fayetteville
State University, and Sandhills Community College

PR w~NWw

Hospital

Central Carolina Hospital 137 beds and 100 physicians
Water System Daily Capacity

Sanford 12,000,000 gallons per day
Waste Water System Capacity

Sanford 6,800,000 gallons per day
Broadway 145,000 gallons per day

General Information
Power - Progress Energy and Central Electric Membership
Gas - PSNC Energy
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PROGRAM POLICIES

SECURITY — The citizens of the City of Sanford must be provided with a feeling of personal
security and property protection. The City Council and the City will continue to improve its citizens feeling
of security by improving existing public safety programs and exploring new and more effective ways of
delivering public safety services.

MASTER PLANNING AND ZONING - Our neighborhood, whether composed of single or
multiple family dwellings and our industrial community must be stabilized, strengthened and controlled.
To promote an attractive, harmonious community, preserve natural resources and promote a sound tax
base a comprehensive land use development program, economic incentive program, code enforcement,
zoning and minimum housing will be maintained.

TRANSPORTATION - The development and implementation of a road improvement program to
include maintenance and expansion will assist in meeting increased traffic demands with emphasis on
particular land use configuration. To ensure transportation needs are met, the City will continue to update
and modify the thoroughfare plan for the City.

UTILITIES - The governing body continues to stress as one of its major goals the providing of
adequate, safe water and wastewater collection and treatment to its residential and industrial users. To
ensure water and sewer programs meet the needs of both existing and future customers, continuous
study and analysis of utility operations will be maintained.

FINANCIAL PLANNING - To ensure a sound financial position, a comprehensive, well-
integrated financial plan composed of long and short-term elements will be maintained. Five-year
analysis of operations and capital planning will be integrated as an ongoing management tool.

DEVELOPMENT OF STAFF - To ensure the City attains and keeps well-qualified productive
workforce, a competitive wage; salary and benefit plan will be monitored and maintained.

FY 2008-2009 MAJOR GOALS

The goals of the City of Sanford have been adopted to strengthen the relationship between
service priorities and delivery of service. The goals and key budget principles on which the budget was
developed do not vary considerably from past budgets. The goals are established with the clear
understanding that the citizens of Sanford demand a high quality of service. Within the context of the
City's goals we have established specific goals at the departmental level. Departmental goals and
objectives are stated within each department's budget. Departmental goals will be monitored by the
Administration and Governing Body to ensure that major City goals are being accomplished.
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PO Box 3729

Sanford, NC 27331-3729 Ci ty of Sanford (919)775-8202

MEMORANDUM

TO: The Honorable Mayor Olive and City Council Members
FROM: Hal Hegwer, City Manager
DATE: May 20, 2008
SUBJECT: Fiscal Year 2008-09 Proposed Annual Operating Budget

In accordance with Chapter 159-11 of the North Carolina General
Statutes, | am pleased to submit the City of Sanford’s proposed budget for Fiscal
Year 2008-2009. This proposed budget represents the city council’s interest in
maintaining the existing level of service currently provided while enhancing
services in particular areas of interest. The enhancements allow the city the
opportunity to provide a higher quality of life for our citizens through efforts to
foster a safer and aesthetically pleasing city.

The current condition of the economy was of particular interest when
preparing this budget. The recent rise in unemployment is a cause for concern,
along with the tremendous rise in the price of fuel which is reverberated in all
aspects of the economy. The economic slow-down will undoubtedly affect all
revenue in the General Fund budget. Even though the outlook of the economy
is slightly pessimistic, | recognize that the city must continue to progress in light
of these obstacles. I'm also heavily aware of the burden that property taxes
place on our citizens; and at the same time, | am sensitive to the unique quality
of life in Sanford and why it is important to preserve and enhance. My goal in
producing a workable budget was to maximize efficiency through technological
advances and energy-reduction strategies. Furthermore, my strategy was to add
personnel only when absolutely necessary to reduce recurring expenditures. My
interest in keeping staff at a minimum only reinforces the need to attract and
retain qualified, productive employees. Therefore, | am recommending one



additional full-time position funded out of the eleven requested positions
submitted by the various departments. The budget also funds one additional
employee in the Police Department, but no additional funding will be necessary
this year because the salary will be paid by a grant. | am also recommending
funding one trainee position in the Fire Department by converting four part-time
trainees into one full-time trainee position with no additional cost associated with
that position.

A cost-of-living adjustment of 3 percent of salary effective with the July
10, 2008 pay date is planned to offset increases for inflation. The (CPI-W)
Consumer Price Index for Urban Wage Earners and Clerical Workers increased
in a time frame from March 2007 to March 2008 at 4.3 percent. The City of
Sanford has invested heavily in our employees, and we must continue to
compete with other local governments and the private sector for competent,
educated, and qualified workers. | am also recommending eligible employees
receive a 2.5 percent merit adjustment to their base salary; however, only 1.25
percent funding is required.

Our employees continue to be pleased with the services provided by Blue
Cross Blue Shield as our group health provider. In the 2007-2008 Budget, we
transitioned from a fully-funded insurance plan to a self-funded plan. The city
was able to transfer to the self-funded plan due to our emphasis on wellness and
the overall size of our organization.  Last year’s transition allowed the city to
hold the increase in our rates to just 3.1 percent, which is significantly lower than
the 8 percent increase the city experienced in the prior year. As we progress
into Fiscal Year 2008-2009, we will learn more about our costs associated with a
self-funded plan because all of our claims’ experience will be realized
approximately two months into the next fiscal year. The recommendation for
Fiscal Year 2008-2009 is to increase health insurance premiums at 4 percent for
this coming fiscal year with the hope of stabilizing the potentially large spikes that
make it very difficult for our employees and the city to adjust accordingly.

This year's budget includes the use of additional inmate labor to collect
debris along our roadways. This will not require any new employees, but an
additional vehicle, supplies, and equipment will be necessary totaling $33,902.
The outcome of this effort is to improve the overall aesthetics of our city while
allowing inmates to do something positive for this city and state.

New accounting rules are requiring the city to acknowledge health care
benefits that will be provided to current and future retirees in a manner similar to
a pension obligation. This change creates an impetus for pre-funding the liability
to reduce the impact of the rise in annual cost of the benefits. In order to address
the liability, 1 am recommending an annual Other Post Employee Benefits
(OPEB) funding of $89,400 in the General Fund and $30,600 in the Utility Fund.
This funding is consistent with the OPEB policy presented to the council on May
14, 2008.



The business privilege license was initiated in the 2007-2008 Fiscal Year
as a revenue source to provide relief for increasing demands placed on our
infrastructure and staff without placing an additional burden on property
taxpayers. This source of revenue provides greater diversity in our General Fund
revenue stream. This diversity allows the city to become financially stronger and
has the potential to grow as our commercial base expands. As a result, | am
proposing in this year's budget a reduction in the ad-valorem tax rate of ($.01)
one cent. A reduction now will immediately help the business owners and all
residents who pay property tax inside the municipal limits. It will also send a
signal to investors that the city is interested in keeping property tax low. The
($.01) one-cent reduction comes at a time when the city is in a strong financial
position and when taxpayers can use some relief due to the slowing economy.

The financial integrity of the Utility Fund continues to be very strong. It is
important to continue to fund capital improvements to meet the rapidly changing
environmental rules and regulations. The State of North Carolina continues to
be more aggressive through the utilization of fines as a mechanism of achieving
total compliance. In this year’s budget, we are continuing to fund our ongoing
inflow and infiltration rehabilitation efforts to improve the sewer system to prevent
failures in the future and to eliminate groundwater and stormwater from entering
into our sewer system. Unitil a final decision is made about the expansion of the
existing wastewater treatment facility, we must continue to make improvements
in order to extend its life. As you recall, in September of 2007, we began the
design and environmental assessment phase of expanding our wastewater
treatment plant from 6.8 million gallons per day to 12 million gallons per day.
The design period will be completed somewhere around January of 2010.
Based on growth, we have projected the existing plant’'s design capacity would
be reached around 2015. Construction could potentially begin in January 2010
and would be completed in approximately thirty-six months or in January of 2013.
This year’s recommended utility budget does not include a rate increase in order
to balance the budget; however, a mid-year rate increase will be proposed and
recommended in order to generate sufficient revenues to complete the planned
upgrade of the wastewater treatment facility by January of 2013. Considerable
work will be necessary between staff and council in order to set rates and fees to
accommodate the large capital expenditure of approximately $70 million. As we
progress into Fiscal Year 2008-2009, the staff will be updating city council on a
strategy to fund the expansion. General obligation or revenue bonds will be the
vehicle likely utilized for financing the wastewater treatment plant expansion.

We must continue to remember that there is extreme volatility in water
customers’ habits, and there are always potential plant closings and weather
conditions that could influence water and sewer revenues at any time. We must
be cognizant of these factors and careful in considering rate adjustments so that
large, unexpected decreases in consumption would not have to be made up in
any given one year.



GENERAL FUND REVENUES

For Fiscal Year 2008-2009, General Fund revenues are estimated to be
$23,316,007 which reflects an increase of approximately $1.2 million when
compared to our current year's budget. A fund balance appropriation of
$1,389,274 is included to balance the budget. All the fund balance appropriation
will be utilized towards total capital expenditures of $1,582,245. There are no
recurring expenditures or operating expenses in the fund balance appropriation.

Sales tax revenues are projected to increase only 1.8 percent over our
current fiscal year. Despite the economic downturn, growth has been stable in all
four articles of sales tax this year. In addition, revenue from the business
license fee program was projected at $225,000 which is lower than the 2007-
2008 estimated projection by $25,000. Investment income is projected to
decrease 37.5 percent or $150,000 for Fiscal Year 2008-2009.

GENERAL FUND EXPENDITURES

Our annual budget’s ordinance segregates governmental functions within
the General Fund into five categories. They are general government, public
safety, transportation, sanitation, and community development. The comments
regarding the general fund expenditures will be segregated accordingly. The
significant changes in the General Fund expenditures are listed below:

General Government — There is an expected budgetary increase of 2.9
percent from the prior year's budget in general government.  Funds in the
amount of $175,000 are budgeted for security enhancements in city hall. The
remodeling effort is to protect our work force from potentially violent
confrontations with walk-in traffic. We have all witnessed recent issues
regarding violence on government property and realize that serious situations
can arise at any time. The other major capital improvement in general
government is the rehabilitation of deteriorating cart paths at the golf course.
The budget contains $40,000 to begin this project.

In the general government category, there are several operating transfers
and contributions to specific organizations. The recommended contributions for
Fiscal Year 2008-2009 include $50,000 to the Central Business Tax District;
$20,000 to the Temple Theatre; and $3,000 to the Arts Council. ~ We budgeted
to continue the strategic services and animal control contracts with Lee County.
There is no proposed increase in the animal control contract, while the strategic
services contract increased by approximately $5,000. The proposed budget
also contains continued support of the City of Sanford/Lee County Economic
Development Corporation with an increase of 4.8 percent as well as the
economic incentive package recently approved at Frontier Spinning.



Public Safety — The public safety category is projected to increase by
$683,481 or 5.7 percent compared to the prior year budget. This increase is
primarily attributed to a new philosophy towards fleet management and the fact
that twelve patrol vehicles totaling $283,200 are scheduled for replacement in
accordance with their two-year cycle. With the change in our philosophy of
patrol vehicles being transferred to detective positions, we propose to purchase
five new detective vehicles totaling $95,000. These higher fuel-efficient vehicles
will result in a fuel savings for the city. Other major enhancements in the Police
Department include police field reporting and mobile messaging software at a
cost of $128,988. This new software will allow officers in the field to utilize their
mobile data terminal (MDT) computers located in their patrol vehicles to enter
their own reports and submit the reports wirelessly for supervisor’s review. This
software grants officers immediate access to information in the department’s
database, local criminal histories, outstanding warrants, and mug shots. The
ability for an officer to have more history before dealing with a situation fosters
his/her safety. Other background information also assists the officer in providing
better service when responding to calls. By remaining in the field, officers would
have a more visible presence; be more available to calls; and reduce time spent
in the office. This would also free up time spent on paperwork by eliminating
handwritten reports which are later keyed into the Police Department database.
This budget also includes $9,300 for gang-tracking software that would be
utilized to accommodate the new gang officer added to the Police Department as
a result of state grant funding. Other capital purchases in the Police Department
include enhanced fingerprint equipment and the replacement of the polygraph
unit totaling $94,331. Currently, latent fingerprints take up to six months to
process. This new technology will allow the same identification to occur within
hours via the FBI/SBI databases.

Public Safety also calls for the capital purchase of a new fire pumper in
the amount of $464,000. This pumper will be utilized at Fire Station #2 to replace
an existing 1996 first-out run pumper truck that will be moved to Central Fire
Station as a reserve unit. This will also phase out a 1977 reserve unit Mack
pumper at Fire Station #2. This purchase results in all first run pumpers being
less than ten years old while providing a more stable fleet of second run
pumpers.

Community Development — This category includes community
development, code enforcement, and community enhancement downtown. The
overall increase in this category is 17.9 percent. Significant capital projects and
studies accounting for the increase are: cell-tower study - $40,000; Downtown
Jonesboro planning study - $50,000; and historic district entry signs - $20,000.

Transportation — This category’s overall increase is $94,310 or 3.2
percent over the last year. This increase is primarily attributed to the rise in
asphalt and concrete prices. The major capital replacements include a backhoe
at $65,051, and a dump truck at $59,500. Continued upgrade of our signal lights



is also funded for Charlotte Avenue and Eleventh Street at $10,000 and Wicker
and Steele Streets at $40,000. A major enhancement component of this
category in the budget is the enhanced street lighting program.  Year one of this
program will result in construction costs of $45,000 with recurring expenses in
the amount of $27,000. The project is scheduled to take ten years to complete,
at which time the ongoing costs will be approximately $270,000 per year. The
program will increase the spacing of street lights to every 200 feet instead of our
current policy of every 400 to 600 feet.  All cul-de-sacs and dead-end streets
will have a street light whereas the current policy restricts it only to cul-de-sacs
that are over 400 feet. The new policy will require a subsequent policy change
by council to require all new subdivisions to meet the new standards. The
overall strategy of the enhanced program is to provide greater illumination of the
roadway for motorist safety and a secondary effect of providing a safer and
lighted environment for neighborhoods and residents alike.

Sanitation — This category of expenditures includes our Solid Waste
Division and curbside garbage collection, recycling, and disposal. We have
successfully negotiated with Waste Management and entered into a new five-
year contract for continued curbside garbage collection, recycling, and disposal.
This new contract with Waste Management resulted in savings of 4.1 percent. In
terms of capital, a replacement tractor with boom mower is recommended at a
cost of $90,000. Supplies and equipment necessary to accommodate inmate
labor totals $33,902.

UTILITY FUND REVENUES

Utility Fund revenues are estimated at $15,680,415 which reflects a
decrease of approximately 7 percent to the year’s current budget. This decrease
is a direct result of the reduction of $1.5 million of installment purchase proceeds
budgeted last year for clearwell rehabilitation and baffling at the water treatment
plant. A decrease is expected in investment income of approximately $125,000
or 26.3 percent due to declining interest rates. There is no rate increase
currently pending until further outcome of the utility rate study. Water charges
are projected to increase by approximately $583,890 or 7.1 percent. Chatham
County is requesting the elimination of a metering point where the city collects
the minimum water charge of $80,000 per year. Sewer revenue is projected to
increase over the Fiscal Year 2007-2008 Budget by $105,000 or 1.8 percent. It
is projected that tap and connection fees will be down $25,000 from Fiscal Year
2007-2008 by approximately 11 percent.

UTILITY FUND EXPENSES

Utility Fund expenses are projected to decrease when compared to the
current year's budget. One part-time position is requested to enhance customer
service in our utility collections environment. This will allow for more appropriate
coverage for sufficient customer service. In addition, we are recommending a



self-serve module to be added to the MUNIS utility software. This module will
give customers access to their account history as well as the ability to make
payments on line. Water capital expenses budgeted for this year include utility
adjustments for the U. S. Highway 421 Bypass project at $400,000 and
continued funding of our valve replacement program at $25,000. Sewer capital
projected for this year's budget is $1,550,000 which includes sewer utility
adjustments for Highway 421 Bypass of $400,000 and the aforementioned
wastewater treatment plant upgrades of $400,000. This would allow encasement
pipes to be installed at strategic locations in order to accommodate gravity sewer
extensions in the future. The budget also includes $750,000 for sewer line
rehabilitation to eliminate inflow and infiltration.  In order to balance the budget,
it is recommended to use utility reserves in the amount of $354,589; all of this
reserve would be utilized for capital construction and no operating costs are
funded out of reserves. Furthermore, we recommend the Utility Fund continue to
purchase ongoing capital each year through operational revenue. This funding
method is looked upon very favorably by the Local Government Commission as
well as other potential creditors.

SPECIAL TAX DISTRICT

The proposed Special Tax District budget for 2008-2009 is $105,933,
which reflects an increase of 1.3 percent over last year's budget. The current
year tax rate is $.13 for $100 assessed valuation, and it is recommended that this
tax rate stay the same. No major capital projects are planned.

SUMMARY

The 2008-2009 Budget that | am recommending is very similar to any
budget that requires careful consideration, deliberation, and good financial
stewardship. However, this budget did not require any drastic measures in order
to be successful. This serves as a real compliment to our financial staff and city
council for making sound decisions in the past to position the City of Sanford in
the strong financial shape that it is in today. | ask that when you look at this
budget and examine it that you do not consider this budget as just one fiscal
year. Consider the budget as a small snapshot of the city at this point in time
and realize that the decisions made will have repercussions that will last for many
years. As the city continues to expand and grow, we must consider future service
demands that could potentially be very costly. We all know that the city is
expanding in the direction of Highway 87 and the Deep River area as witnessed
by recent annexations and planned subdivisions. The council has embraced the
idea to consider partnerships with existing fire districts to help meet the demands
placed on our fire services. While we have been able to maintain staffing levels,
there will be a significant expense needed in the future to provide the fire staffing
necessary regardless of the use of volunteer fire facilities. The last time a shift
was added to the Fire Department was in 1991, at the end of the construction of



Fire Station #3. Furthermore, as our city continues to grow, demands on police
staffing will also increase. A combined total of an equivalent tax rate of ($.05)
five cents will be necessary to add three Fire Department shifts and adding one
police officer to each existing shift. The City of Sanford has a long-standing
reputation of providing exceptional service to its citizens while remaining
conservative in its spending philosophy. This budget continues that tradition as
well as provides enhancements and the replacement of essential capital. | would
like to thank Financial Services Director Melissa Cardinali and her staff for their
efforts in preparing this budget. Furthermore, | would like to thank you for the
opportunity to serve as the manager this year and | look forward to working with
you in the future.

Please feel free to call me if you have any questions regarding the
proposed Fiscal Year 2008-2009 Budget or any other supporting material.

Respectfully submitted,

I |

Hal Hegwer, City Manager
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