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Summary
Wake Forest, NC (Aaa stable) has experienced significant tax base and population growth in
recent years, benefiting from its location near Raleigh (Aaa stable) and the Research Triangle
Park. The town's financial position is very healthy, because of a trend of operating surpluses.
The town's fixed costs are elevated reflecting above average debt service costs, which is
partially mitigated by moderate long term liabilities reflecting a modest pension liability.

On May 11 we assigned a Aaa rating to the Town of Wake Forest, NC's $1.3 million General
Obligation Public Improvement Bonds, Series 2021A and $4.9 million General Obligation
Public Improvement Bonds, Series 2021B. We also upgraded the town's outstanding GO debt
to Aaa from Aa1.

Credit strengths

» Stable financial position with healthy reserves

» Growing tax base part of robust broader economic region

» Manageable long term liabilities

Credit challenges

» Rapid population growth could pressure demand for services and infrastructure needs

» Growth in fixed costs

Rating outlook
The stable outlook reflects the expectation of continued strong financial performance and
stability in the local tax base and broader regional economy.

Factors that could lead to an upgrade

» N/A

Factors that could lead to a downgrade

» Sustained trend of structural imbalance leading to weakened reserves

» Tax base deterioration

» Significant increase in debt or capital needs
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Key indicators

Exhibit 1

Wake Forest (Town of) NC

2016 2017 2018 2019 2020
Economy/Tax Base
Total Full Value ($000) $4,517,389 $4,703,252 $4,978,257 $5,323,066 $5,659,865
Population 36,472 38,473 40,159 42,111 45,629
Full Value Per Capita $123,859 $122,248 $123,964 $126,406 $134,403
Median Family Income (% of US Median) 143.0% 143.7% 142.7% 138.3% 138.3%
Finances
Operating Revenue ($000) $40,375 $40,366 $42,065 $45,138 $48,271
Fund Balance ($000) $12,792 $15,211 $16,214 $16,137 $15,261
Cash Balance ($000) $13,509 $14,167 $15,094 $16,521 $15,316
Fund Balance as a % of Revenues 31.7% 37.7% 38.5% 35.8% 31.6%
Cash Balance as a % of Revenues 33.5% 35.1% 35.9% 36.6% 31.7%
Debt/Pensions
Net Direct Debt ($000) $25,422 $22,311 $42,169 $42,904 $38,034
3-Year Average of Moody's ANPL ($000) $19,869 $25,788 $28,416 $30,161 $33,230
Net Direct Debt / Full Value (%) 0.6% 0.5% 0.8% 0.8% 0.7%
Net Direct Debt / Operating Revenues (x) 0.6x 0.6x 1.0x 1.0x 0.8x
Moody's - ANPL (3-yr average) to Full Value (%) 0.4% 0.5% 0.6% 0.6% 0.6%
Moody's - ANPL (3-yr average) to Revenues (x) 0.5x 0.6x 0.7x 0.7x 0.7x

Sources: US Census Bureau, Wake Forest (Town of) NC’s financial statements and Moody’s Investors Service

Profile
The Town of Wake Forest is located in Wake County in the north central Piedmont region of North Carolina. It is approximately 15
miles northeast of Raleigh. The town has a population of 45,629 and covers 19.9 square miles.

Detailed credit considerations

Economy and tax base: expanding tax base driven by rapid population growth
The local economy will remain strong because of commercial and residential development. The $5.6 billion tax base, which is below
state and national medians for Aaa rated cities, has increased at a robust compound annual rate of 5.7% over the last five years.
The town is located in Wake County (Aaa stable) with a small portion in Franklin County in adjacent to the City of Raleigh along
U.S. Highway 1. The town's adjacency to the state capital and Research Triangle Park - a major high-tech research and development
center with more than 50,000 jobs - has rapidly transitioned the town into a commuter base to the region. The town's tax base is
approximately 24% commercial/industrial and 76% residential. Permits issued for residential and commercial new construction and
alteration cost values of over $198 million, an increase of approximately 13% from fiscal year 2019. The town enjoys a low taxpayer
concentration of 5.2% of total assessed value (AV) with no single taxpayer making up more than 0.7% of the total.

Population growth, as well as significant annexation of and development in residential and commercial areas, will continue to drive tax
base growth over the next several years. Town officials estimate a 19.9% increase in total AV fiscal 2021 due to revaluation. The town's
population increased by 140% from the 2000 to 2010 Census and is currently estimated at 45,629 for 2019 (50% growth over 2010),
with average annual growth 5.0% over the last ten years.

The town's demographic profile remains strong with the most recent estimates showing per capita and median family incomes levels at
113% and 138% of the US, respectively. The town's unemployment rate, at 4% in March 2021, is well below the state's 5% and nation's
6% rates during the same period.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Exhibit 2

Full value of the property tax base increased from 2016 to 2020

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service

Financial Operations and Reserves: conservative budget management drives positive operating results
The town's financial position will likely remain healthy given a trend of positive operating results, conservative budgeting practices, and
sound reserve levels. The town has recorded positive general fund operating results in three of the past five fiscal years plus, increasing
total general fund balance to a stable $15.2 million or 31.9% of revenues despite a planned use of fund balance in fiscal 2020. Fund
balance as a percent of operating revenues has averaged (34.4%) from 2016 to 2020 and is consistent with the US median.

The fiscal 2020 budget was balanced with $2.1 million of appropriated fund balance, as the town budgeted $4.3 million for planned
capital expenditures. Given the town's conservative fiscal practices, target goal of maintaining 35% fund balance and stable financial
performance we believe the town's financial flexibility is in-line with the Aaa rating category. Future rating reviews will consider the
town's ability to maintain healthy operations and general reserves supportive of the current rating category.

The fiscal 2021 budget incorporated a 1.95 cent tax rate adjustment to fund the merger of the Wake Forest Volunteer Fire Department
into the town's organizational structure. The budget also included the use of $812,000 in reserves. However as of March, officials
report $3.5 million in positive variances. Despite the effects of COVID-19, and the merger of the Fire Department, officials project an
operating surplus due to strong property tax collections and increased year-to-date sales tax collections.

The fiscal 2022 budget has not yet been adopted, but officials plan to be conservative with estimates. The town prepares an annual
three year financial forecast as part of its budget process and reviews five years of historical revenue and expenditure trends, which will
continue to support fiscal stability.

Liquidity
The town continues to carry a healthy amount of cash and investments with $15.3 million in fiscal 2020, representing 31.7% of
combined operating fund revenues.

Debt and Pensions: fixed costs are elevated but overall fixed costs are manageable
The town's debt position will remain manageable given a low direct debt burden of 0.8% of full value and average debt amortization
schedule with 66.6% of principal repaid within 10 years. The town's debt service levels are elevated for the rating category, representing
21% of expenditures in fiscal 2020. We expect debt service to remain high given the town's robust growth and comprehensive five-
year $130 million capital improvement plan that includes $40 million (31%) of future GO referendum debt and $48 million (37%) of
installment financing.
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Exhibit 3

Moody's-adjusted net pension liability to operating revenues increased from 2016 to 2020

Source: Issuer financial statements; Government data sources; Offering statements; Moody's Investors Service

Legal security
The bonds are secured by a pledge of the faith and credit and taxing power of the town.

Debt structure
The town's debt profile consists entirely of fixed rate borrowing.

Debt-related derivatives
The town is not party to any derivative agreements.

Pensions and OPEB
Pension and OPEB liabilities are not sources of pressure for the town. The town contributes to the North Carolina Local Government
Employees Retirement System (NCLGERS), defined benefit retirement plan administered by the State of North Carolina. The town's
Moody's adjusted net pension liability (ANPL), based on a 3.51% discount rate, is $9.6 million, or a low 0.69x operating revenue and
0.6% of full value, below the US median.

The town discontinued OPEB benefits to anyone hired on or after May 2018. The prior plan is funded on a pay-as-you-go basis.

The town's total fixed costs including, debt, pension and OPEB is an elevated, but manageable, 25.3% of total revenues.

ESG considerations
Environmental
Environmental factors represent a limited risk to Wake Forest's credit profile. According to data from compiled by Moody's affiliate
Four Twenty Seven, the town is exposed to elevated risk of hurricanes, which is somewhat mitigated by federal government support for
disaster recovery costs. The town is also exposed to moderate water stress and extreme rainfall risk. Four Twenty Seven currently tracks
data at the county and metropolitan levels.

Social
Social considerations are key influencers of all local economies, financial and leverage trends and governance stability. Social factors are
incorporated into the town's rating by way of wealth (full value per capita) and income (median family income) metrics. The town is
proactive in taking steps to prevent and mitigate the impact of cyber events.

Governance
Governance is a material consideration for all local government credits. The town's sound financial position is supported by strong
management, comprehensive fiscal policies and healthy fund balance levels.

North Carolina cities have an institutional framework score 1 of "Aaa," or very strong. Property taxes, cities' main revenue source, are
highly predictable and stable and revenue raising flexibility is strong. Expenditures are highly predictable and stable and cities have a
high ability to reduce expenditures given modest fixed cost burdens and no collective bargaining units.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.

Exhibit 4

Wale Forest (Town of) NC
Wake Forest, NC

Scorecard Factors and Subfactors Measure Score

Economy/Tax Base (30%) 
[1]

Tax Base Size: Full Value (in 000s) $5,659,865 Aa

Full Value Per Capita $134,403 Aa

Median Family Income (% of US Median) 138.3% Aa

Notching Adjustments:
[2]

Institutional Presence Up

Finances (30%)

Fund Balance as a % of Revenues 31.6% Aaa

5-Year Dollar Change in Fund Balance as % of Revenues 6.2% A

Cash Balance as a % of Revenues 31.7% Aaa

5-Year Dollar Change in Cash Balance as % of Revenues 8.2% A

Management (20%)

Institutional Framework Aaa Aaa

Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x) 1.0x Baa

Notching Adjustments:
[2]

Unusually Strong or Weak Budgetary Management and Planning Up

Debt and Pensions (20%)

Net Direct Debt / Full Value (%) 0.7% Aaa

Net Direct Debt / Operating Revenues (x) 0.8x A

3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%) 0.6% Aaa

3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x) 0.7x Aa

Scorecard-Indicated Outcome Aa1

Assigned Rating Aaa

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically outlined in the US Local Government General Obligation Debt Methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication.
Source: US Censes Bureau, Wake Forest Financial Statements, Moody's Investors Service

Endnotes
1 The institutional framework score assesses a municipality’s legal ability to match revenues with expenditures based on its constitutionally and legislatively

conferred powers and responsibilities. See US Local Government General Obligation Debt (July 2020) methodology report for more details.
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