Town of Danbury
BUDGET MESSAGE
FY 2021-22
To:

Mayor Janet Whitt
Council members Gary East, Wendi Spraker, Dave Hoskins, Steve Shelton

From:

Mike Barsness, Town Administrator

Date:

May 12, 2021

Subject:

Proposed Budget for Fiscal Year 2021-22

Introduction
In accordance with the North Carolina Local Government and Fiscal Control Act (G.S. 159-8), I am
submitting for your review and eventual adoption a proposed balanced budget for Fiscal Year 2021-22. A
Public Hearing has been scheduled for 6:30 PM on Wednesday, May 26, 2021. Due to the ongoing
global pandemic, this hearing will once again be held utilizing the now ubiquitous Zoom application.
After we receive public comment, I will need any final budgetary direction from you no later than
Wednesday, June 16th. Then, on Wednesday, June 23rd, I will present for adoption the budget for fiscal
year 2021-22.
Message
Last year at this time state officials were forecasting devastating revenue losses due to the shutdown of
the economy and the declared state of emergency. As of this writing, the state of emergency has not yet
been lifted but the economy is returning to normal. We have not experienced the anticipated loss in
general sales tax revenue, nor have we yet seen any effects from deferred tax and utility payments. In
fact, all revenue sources except for utility sales tax have been in positive territory, year over year.
Given the fact that the virus situation has not entirely ended, I am again preparing an austere budget
proposal that will allow us to maintain basic services but will not include new projects or capital
improvements. While raising property taxes seems imprudent at this time, it will therefore, once again,
require a small draw from fund balance in order to cover increased costs for garbage collection, recycling,
auditing, electricity and telephone services.
Estimated Valuation
The Stokes County Tax Administrator has estimated the total valuation within the town of Danbury will
increase by $1,008,889.00 after allowing for deferrals, tax relief and exemptions1, based on 2020 scroll
amounts. This amounts to an additional $2,724.00 in revenue, or $2,615.00 if collection is achieved at
96%.
1

2021 Town of Danbury Value Estimations
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When preparing for the annual budget, the Town cannot project revenue based on an anticipated
collection rate higher than the previous year’s actual collection rate2. According to the 2020 Danbury
scroll figures, Stokes County collected 97.4 percent of levied taxes3 last year. It is noted that collection
rates have been slightly higher than 97% for all years since the county emerged from the recessionary
years of a decade ago. However, given the extraordinary circumstances of the past year or so, the FY
2021-22 budget will be proposed with a projected collection rate of 96.00 percent.
Revaluation
Every four years Stokes County revalues all real property for the purpose of levying taxes. The Town of
Danbury, for its part, is then required to calculate the tax rate sufficient to produce a levy equivalent to the
year preceding the latest revaluation and then adjust it for growth. After subtracting exempt properties,
tax deferrals and other relief from the $27,754,900.00 of total assessed value, $13,624,196.00 net taxable
value remains to arrive at the equivalent 2021 tax rate of $0.2358, or $0.2446 after adjustment for growth.
State-collected Taxes
General sales & use taxes have shown a surprising resiliency over the past covid-impacted year given the
prior forecast for huge losses. Current guidance is suggesting that sales and use tax distributions will end
the current year +13.5% and next year up an additional 2.5%4.
Another source of revenue not experiencing major covid impact is motor vehicle tax collections. If 202021 is an indicator, there may be no significant change in 2021-22.
Sales taxes on utilities, including electricity, video programming and telecommunications continue to
slowly decline due to fluctuations in weather, alternative means for viewing programs, and the trend away
from hard-wired telephones. A continued slow loss is expected in 2021-22.

FY 2021-22 Proposal
The Danbury Budget for FY2021-22 is proposed at $92,280.00, which includes a carry-over of
$18,000.00 for safety equipment and $2,300.00 for final engineering costs, all to be later reimbursed by
NCDOT (See pedestrian safety project for details). The remaining budget of $71,980.00 represents a
5.3% decrease from the FY 2020-21 final budget, after removing reimbursable costs.
Most notably, in FY 2020-21, there were one-time expenditures associated with removal of the old Seven
Island Bridge, unanticipated street repairs, and new summer banners.
The proposed FY 2021-22 budget will have increased costs due to municipal elections, audit, garbage,
recycling, and electricity. One carryover [single-event] is included. The special trash collection event
2

G.S. 159-13(b)(6)
Town of Danbury Assessment by Tax Rate, 2020 Actual
4
NCLM Projections for State-Collected Tax Revenue FY 20-21 & FY 21-22
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could not occur as planned in spring 2020 or 2021 due to the covid situation and will be rescheduled for
the coming fiscal year unless Council eliminates funding or if logistical challenges become too
burdensome.
Achieving Balance
Being able to achieve balance between available revenues and anticipated expenditures without drawing
from Fund Balance is always a challenge. However, what is planned at the beginning of a year and what
gets accomplished by the end of a year are often quite different, resulting in funds being returned to the
general fund as unexpended. The coming year is no exception. The budget calls for a $1,410.00 draw
from fund balance (refundables excluded). If we experience a robust economy and revenue is strong, the
draw from fund balance will ultimately not be needed.
Looking Ahead
The Town’s General Fund is described by the independent auditor as being very healthy5. While this is a
good position to be in when looking at the balance sheet of assets relative to debt and fiscal obligations, it
is also fair to say that we are only one disaster away from having no reserves at all. While it is true that
the Town of Danbury carries no general obligation debt and has a debt margin of $941,600.00, going
down the road of long-term debt to resolve an immediate need, e.g., street paving, greenway, or
sidewalks, will simply add to the list of fiscal obligations already in place. This is inherently problematic
in very small communities and, unfortunately, there is no affordable way to overcome this fact. I provide
this information as a reminder of our fiscal fragility and not as implicit support of or opposition to any
particular solution. Discussion is warranted.
Tax Rate
The current Danbury tax rate is set at twenty-seven cents ($0.27) per $100.00 of assessed property value.
At the public hearing scheduled for May 26, 2021, you will be presented a balanced budget along with a
recommendation for no tax rate increase.
Budget Notables
Following is a list of several notable facts regarding the FY 2021-22 Proposed Budget:
On the REVENUE side:
1.
2.
3.
4.
5.
6.
7.

5

Ad Valorem collections are calculated at 96%.
Zoning permit applications are not expected to increase in the coming year.
Income from investments will remain anemic.
Powell Bill revenue will be slightly reduced.
General Sales & Use Tax revenue is budgeted at no change from FY 2020-21.
Utility Sales Tax revenues are budgeted at no change from FY 2020-21.
No draw from Powell Fund Balance will be included.

Rouse, Rouse, Rouse & Gardner
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8. A draw from General Fund Balance of $1,410.00 is necessary to cover the increased cost for
services.
9. A draw from General Fund Balance of $20,300.00 is necessary for pedestrian safety equipment
and engineering costs. See expenditure below.
On the EXPENDITURE side:
1. There is a large expenditure of $20,300.00 for pedestrian safety equipment and engineering,
however, this is a reimbursable cost.
2. Mowing and street-side cleanup hours are increasing.
3. Garbage costs will increase approximately 3.5% due to a CPI increase6.
4. Recycling costs will increase 3.5% due to a CPI increase and continued disposal fee.
5. Annual audit fees will increase approximately 5.0%.
6. There will not be a significant rate increase for Property Loss and Workers Compensation
coverage.
7. The town administrator salary line reflects a 33% claim rate of total hours worked. This line will
presumably need to be re-evaluated in the future when the current administrator is replaced.
8. Legal fees are unpredictable so this line item is budgeted at the same amount annually.
9. FY 2021-22 Street Maintenance (Powell Bill allocation) is budgeted in its entirety, with attention
focused on basic repairs.
10. Electricity, telephone and internet costs are increased a combined 21%.
11. There will be election expenses. This occurs every other year.
Associated Documents
You are being sent three documents in addition to this Message: 1) Proposed Budget Ordinance, 2)
Budget Explanation, 3) Budget Expenditure Detail. The Explanations are intended to provide some lineitem clarity and a foundation from which to generate questions or to direct changes prior to the public
hearing on May 26th. Expenditure Detail gives insight into the details of accounts with subcategories.
Observations
The economic uncertainty of the past year has shown signs of easing, and, barring a return of government
restrictions on business activity and public movement, we may see a return to predictable revenue intake.
However, the covid situation has not yet ended and therefore only necessary expenditures are advised.
This proposed budget contains only the level of funding necessary to provide basic services and to
support daily operations. There are no special projects or capital improvements included.
Lastly, and as I remind everyone annually, we can balance the budget this year and likely the next several,
but there will undoubtedly be hard decisions to make in future years as personnel costs return to actual
[non-artificial] levels and capital needs such as street paving, pedestrian accessibility, and park
improvements press for attention. This will require a frank and informed discussion regarding the Town’s
financial picture including opportunities, challenges and inherent limitations. This should be addressed
soon.
6
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Next Steps in Process
1. After reviewing the Budget Message and Ordinance, council members are encouraged to contact
me with any questions or suggestions, preferably by Thursday, May 20th.
2. We will hold a public hearing on the proposed budget on Wednesday, May 26, 2021, at 6:30 PM.
This will be a remote meeting, via Zoom.
3. Public comment will be received and provided to Council through Tuesday, June 1, 2021.
4. Between June 2nd and June 16th, we will make any suggested changes to the proposed budget.
During this time we will also get one last picture of likely revenue and adjust the budget as
necessary.
5. On Wednesday, June 23, 2021, at 6:30 PM, council will be asked to set the tax rate and adopt the
budget for FY 2021-22. This will likely need to be a remote meeting.
6. Also at the June 23rd meeting, council will need to adopt an amended year-end budget for FY
2020-21 in order to bring it into balance for eventual audit and close-out.

Respectfully Submitted.
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