






































The nDanville fiber to the home expansion continued in FY2021. Future expansions will continue
each year as funds allow until all Danville Utilities customers have access to fiber optic
broadband. The nDanville network currently has two service providers and is continuing to grow
as commercial and residential customers sign up for service. The two service providers are
offering a combination of television, telephone, and high-speed internet at speeds higher than the
competition, but at lower rates. More projects are being engineered and planned in this year’s
budget which will allow the region to remain competitive with the broadband capabilities of other
metropolitan areas.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Danville for its
annual comprehensive financial report, for the fiscal year ended June 30, 2020. This was the
thirty-fifth consecutive year the City of Danville has received this prestigious award. To be
awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

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

The timely preparation for this Annual Comprehensive Financial Report was made possible by
the dedicated service of the entire staff of the Finance Department. Each member of the
department has our sincere appreciation for their assistance and contributions in the preparation
of this report. Credit must also be given to the leadership of the governing City Council and their
support for maintaining sound financial management.

Respectfully submitted,

luldiny ARk s oty

Kenneth F. Larklng Michael L. Adkins Jennifer B. Holley
City Manager Chief Financial Officer Deputy Director of Finance
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Danville, Virginia, as of June 30, 2021, and the respective changes in financial position and,
where applicable, cash flows thereof and the respective budgetary comparison for the General Fund, for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Prior Period Adjustment

As described in Note 29 to the financial statements, in 2021 the Schools adopted GASB Statement
No. 84, Fiduciary Activities. School Fund balance and net position have been restated for the inclusion
of School Activity funds now reported as Special Revenue Funds. Our opinion is not modified with
respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and other required supplementary information, as listed in the table of contents,
be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by Title 2
US. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and is also not a required
part of the basic financial statements.



Other Matters (Continued)
Other Information (Continued)

The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual nonmajor fund financial statements and the schedule of expenditures of federal awards
are fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
February 10, 2022 on our consideration of the City’s internal control over financial reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the City’s internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.
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CERTIFIED PUBLIC ACCOUNTANTS

Lynchburg, Virginia
February 10, 2022



Management’s Discussion and Analysis

The City of Danville, Virginia’s (the “City”) management presents this discussion and analysis
for the purpose of: (a) assisting the reader in understanding significant financial issues, (b)
providing an overview of the City’s financial activity, and (c) identifying changes in the City’s
financial position. We encourage readers to read the transmittal letter, the basic financial
statements, and the notes to the financial statements along with this discussion and analysis.

In 2021, the City had a restatement of net position, resulting from the adoption of GASB
Statement No. 84, Fiduciary Activities and the associated School Activity funds. These funds
are now reported as a special revenue fund. For 2021, beginning net position has been restated
as discussed in Note 29.

Financial Highlights

Government-wide Financial Statements

e At the close of the fiscal year, the assets and deferred outflows of the City
exceeded its liabilities and deferred inflows by $508,731,419 (total net position —
government-wide). Of this amount, $110,170,493 (unrestricted net position) may
be used to meet the government’s ongoing obligations to citizens and creditors.

e The net position of the City’s business-type activities, as of June 30, 2021, was
$343,005,553, a decrease of $10,559,230 from the net position of $353,564,783
at June 30, 2020. Of the net position, $67,645,712 is reported as unrestricted, a
$14,137,254 decrease from the unrestricted net position existing at June 30, 2020.

e As of June 30, 2021, the City’s governmental activities for government-wide
statements reported a net position of $165,725,866, an increase of $19,692,660
from a beginning net position of $146,033,206. A net position of $42,524,781 at
June 30, 2021, is reported as unrestricted and available to meet the government’s
obligations to citizens and creditors.

Fund Financial Statements

e As of the close of the current fiscal year, the City’s governmental funds reported a
combined ending fund balance of $93,314,168, an increase of $23,439,493 in
comparison to the fund balance at June 30, 2020 of $69,874,675. Thirty-seven
percent of the total fund balance at June 30, 2021, $34,237,458, is available for
spending at the government’s discretion (unassigned fund balance).

e At the end of the current fiscal year, the unassigned fund balance for the General
Fund was thirty-four percent of total fund expenditures.

(Continued)
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Governmental fund statements utilize the current financial resources measurement focus and
modified accrual basis of accounting, which focuses on transactions and events that affect the
financial resources available for current spending during the period and reflect near-term inflows
or outflows of cash. Government-wide statements and proprietary fund statements use the
economic resources measurement focus and accrual basis of accounting, which focuses on
transactions and events that affect total economic resources; i.e., increase or decrease in net
position during the period regardless of the timing of the related cash inflows or outflows.
Governmental fund statements do not include capital or other long-term assets that are not
available to finance current period expenditures nor do they include long-term liabilities that will
not use current resources. These items must be added (assets) or deducted (liabilities) to/from
the fund balances of governmental funds to obtain the net position of the governmental activities
for government-wide reporting. In addition, the assets and liabilities of internal service funds are
included in the governmental activities in the statement of activities, and the combined
governmental fund balances from the fund financial statements must be adjusted accordingly.
All of these factors add another $72,411,698 to the combined balances of governmental funds
when converting to net position of governmental activities. The reconciliation presented on
pages 9 and 11 of this report offer summarized details of the conversion from governmental fund
statements to government-wide statements for governmental activities.

The combined fund balances of the governmental funds report a total fund balance of
$93,314,168 and an unassigned fund balance of $34,237,458. Government-wide net position
for governmental activities report a total net position of $165,725,866 and an unrestricted net
position of $42,524,781.

The conversion from fund balance, other than unassigned, to restricted net position can be
shown as follows:

Non-spendable, restricted, committed, and assigned

fund balance (fund statement) $ 59,076,710
Non-spendable inventory and prepaid items (1,071,089)
Budget Stabilization, committed for fund statements (3,000,000)
Encumbrances that do not meet GASB Statement

34 definition of restricted (3,290,880)
Restricted net position — governmental activities $ 51,714,741

The Statement of Net Position — Enterprise Funds does not require a conversion to the
Statement of Net Position Government-wide reporting of Business-type Activities because
enterprise funds already use the economic resource measurement focus and the accrual basis
of accounting. From a management-reporting viewpoint, there are significant differences in the
reporting of fund balance. These differences in reporting the composition of fund balance
between the government-wide statements for business-type activities and the fund statements
for enterprise funds are discussed in the Business-type Activities section of the Government-
wide financial analysis discussion.

(Continued)
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Overview of the Financial Statements

The following is a narrative overview and analysis of the financial activities of the City for the
fiscal year ended June 30, 2021. This discussion and analysis is intended to serve as an
introduction to the City’s basic financial statements, which have the following components: (a)
management’s discussion and analysis (MD&A), (b) government-wide financial statements, (c)
fund financial statements, and (d) notes to the basic financial statements.

Management's
discussion and
analysis

Government-wide
financial
statements

Fund financial
NELE S

Notes to the
financial
statements

Required
supplementary

information (other
than MD&A)

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances using the accrual basis of accounting, similar to the accounting
found in private sector businesses. Government-wide financial reporting consists of two
statements: the Statement of Net Position and the Statement of Activities.

The Statement of Net Position

The Statement of Net Position presents information on all the City’s assets, deferred outflows,
liabilities, and deferred inflows. The difference between assets and liabilities is reported as net
position. Net position is presented in three categories: net investment in capital assets,
restricted, and unrestricted. Over time, the increases or decreases in the City’s net position can
be an indicator as to whether the financial position of the City is improving or deteriorating. To
accurately use changes in net position as an indicator of the City’s overall health, the underlying
factors contributing to the increase or decrease must be analyzed, as well as other nonfinancial
factors (such as changes in the property tax base and the condition of infrastructure and other
fixed assets).

(Continued)
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The Statement of Activities

The Statement of Activities presents information showing how the net position changed during
the year. As mentioned earlier, government-wide statements use the accrual basis of
accounting. Therefore, changes in net position are recognized when an underlying event occurs
regardless of the timing of the related cash flow. As a result, revenues and expenses are
reported in this statement for some items that will not impact cash flows until future fiscal periods.
In the Statement of Net Position and the Statement of Activities, the City of Danville is divided
into three types of activities:

Governmental Activities — Most of the City’s basic services are reported here: Police,
Fire, Economic Development, Recreation, Social Services, Community Development,
and General Administration. These activities are supported primarily by property taxes,
other local taxes, state and federal grants, and contributions from the City’s Utility
Department (Wastewater, Water, Gas, Electric, and Telecommunications).

Business-Type Activities — The City has eight business-type activities: (1) Wastewater,
(2) Water, (3) Gas, (4) Electric, (5) Telecommunications, (6) Transportation, (7)
Sanitation, and (8) Cemetery Operations. The City charges a fee to customers to cover
all or most of the cost associated with providing these services.

Component Units — The City of Danville has two component units: (1) the Danville Public
School System and (2) the Industrial Development Authority. While these represent
legally separate entities, the City of Danville is financially accountable for them. These
component units are presented in separate columns on the government-wide statements
to emphasize that they are legally separate from the primary government.

Fund Financial Statements

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 Danville, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with legal
requirements. The City of Danville has three types of funds:

Governmental Funds

The Governmental Funds report essentially the same functions as the governmental
activities in the government-wide financial statements. The governmental fund financial
statements focus on the near-term cash inflows and outflows and the amount of
spendable resources available at the end of the fiscal year. This information is useful
when evaluating the City’s near-term financing needs. Because the focus of the fund
statements is narrower than that of the government-wide statements, it is useful to
compare the information presented in both the fund and the government-wide statements.
A reconciliation of the fund statements to the government-wide statements is provided to
facilitate this comparison.
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The City of Danville maintains seven individual governmental funds. Information is
presented separately in the Balance Sheet-Governmental Funds and in the Statement of
Revenues, Expenditures, and Changes in Fund Balances-Governmental Funds for the
General Fund, the Community Development Fund, and the Capital Projects Fund. These
funds are considered major funds. The Virginia Department of Transportation (VDOT)
Fund, Economic Development Fund, and the Cemetery Maintenance Fund are
considered non major funds. The data for these three funds are combined in a single
column for the Balance Sheet-Governmental Funds and the Statement of Revenues,
Expenditures, and Changes in Fund Balances- Governmental Funds.

Proprietary Funds

The City of Danville maintains two types of proprietary funds: (a) utility enterprise funds
and (b) internal service funds. Enterprise funds are used to report the same functions as
the business-type activities in the government-wide financial statements. Wastewater,
Water, Gas, and Electric are presented on the statements individually as major funds.
Telecommunications, Transportation, Sanitation, and Cemetery Operations are
combined as non-major funds. Enterprise funds are used to account for operations: (1)
that are financed and operated in a manner similar to private business enterprises, where
the intent of the governing body is the cost of providing goods or services to the general
public on a continuing basis to be financed or recovered primarily through user charges
or (2) where the governing body has decided that periodic determination of net income is
appropriate for accountability purposes.

Internal service funds are used to account for the financing of goods or services provided
by one department or agency to other departments or agencies of the City, or to other
governments on a cost reimbursement basis. The City of Danville has three internal
service funds providing services to other City departments as follows:

1. Motorized Equipment — acquires and maintains all vehicles used by the various
departments of the City. The Fire Department purchases and maintains large
equipment independent of motorized equipment.

2. Central Services — provides office supplies and printing services for all of the
City’s departments.

3. Insurance — provides general insurance coverage to all City departments,
including areas such as workers’ compensation where the City is completely
self-insured, and insurance coverage purchased from outside insurance
companies.

Fiduciary Funds

Fiduciary funds are used to report assets held in a trustee or custodian capacity for others
and cannot be used to support the government’s own programs. The City of Danville
maintains two fiduciary funds: a Pension Trust Fund; and a Custodial fund, the Veterans
Memorial Fund.

(Continued)
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The Employees’ Retirement System of the City of Danville functions as an investment
and administrative agent for the City’s retirement plan. These activities are excluded from
the government-wide financial statements because the City cannot use these assets to
finance its operations.

The Veterans Memorial Fund accounts for money held in trust to complete a memorial to
our local veterans. This activity is also excluded from the government-wide financial
statements because the City cannot use these assets to finance its operations.

Notes to the financial statements

The notes to the financial statements are an integral part of the statements and should be read
in conjunction with the basic financial statements, Management’s Discussion and Analysis, and
the other required supplementary information.

Government-wide Financial Analysis

City of Danville
Summary Statement of Net Position
June 30, 2021

Governmental Activities Business-type Activities Total
2021 2020 2021 2020 2021 2020

Current and other assets $173,943,690 $108,156,562 $110,265,675 $101,405,723 $284,209,365 $209,562,285
Capital assets 117,685,679 111,460,427 310,730,979 320,319,629 428,416,658 431,780,056

Total assets $291,629,369 $219,616,989 $420,996,654 $421,725,352 $712,626,023 $641,342,341
Deferred outflows $8,350,192 $17,226,068 $2,612,204 $5,554,692 $10,962,396 $22,780,760
Long-term liabilities outstanding $68,106,496 $62,596,642 $58,864,520 $57,195,216 $126,971,016 $119,791,858
Other liabilities 35,943,283 18,010,769 15,283,196 15,788,196 51,226,479 33,798,965
Total liabilities $104,049,779 $80,607,411 $74,147,716 $72,983,412 $178,197,495 $153,590,823
Deferred inflows $30,203,916 $10,202,440 $6,455,589 $731,849 $36,659,505 $10,934,289
Net position:
Net investment in capital assets $71,486,344 $65,948,718 $264,357,029 $271,781,817 $335,843,373 $337,730,535
Restricted for grants & contributions 4,804,999 5,305,627 - - 4,804,999 5,305,627
Restricted for cemetery perpetual care 2,922,222 2,889,147 - 2,922,222 2,889,147
Net Pension Asset 43,987,520 9,509,646 11,002,812 - 54,990,332 9,509,646
Unrestricted 42,524,781 62,380,068 67,645,712 81,782,966 110,170,493 144,163,034
Total net position $165,725,866 $146,033,206 $343,005,553 $353,564,783 $508,731,419 $499,597,989

The City’s combined net position at June 30, 2021 of $508,731,419 represents an increase of
$9,133,430 from the combined net position at June 30, 2020. Twenty-two percent of total net
position ($110,170,493) is unrestricted and available for providing services to the citizens of the
City of Danville and satisfying creditors. Sixty-six percent of total net position is invested in
capital assets (land, buildings, machinery, and equipment); less any related outstanding debt
used to acquire these assets. These assets are used in providing services to the citizens;
consequently, these assets are not available for future spending. Although the City of Danville’s
investment in capital assets is reported net of related outstanding debt, it should be noted that
the resources needed to repay this debt must be provided from other sources. The net pension
asset accounts for eleven percent of the total net position. The remaining one percent of net
position ($7,727,221) is restricted for other special projects (grants and the perpetual care of the
municipal cemetery). The composition of net position at June 30, 2021 was as follows:
Unrestricted net position — 22%, Net investment in capital assets — 66%, Net Pension Asset —
11%, Restricted for special projects (grants) and cemetery care — 1%. For the City as a whole,
unrestricted net position decreased $33,992,541.
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City of Danville
Changes in Net Position
Year Ended June 30, 2021

Governmental Activities

Business-type Activities

Total Primary Government

2021 2020 2021 2020 2021 2020
Revenues:
Program Revenues:
Charges for Services $ 3,441,914 $ 4,117,958 157,418,104 $ 159,439,927 $ 160,860,018 $ 163,557,885
Operating Grants and Contributions 21,213,937 20,481,613 3,182,949 2,257,220 24,396,886 22,738,833
Capital Grants and Contributions 13,860,293 18,874,161 - - 13,860,293 18,874,161
General Revenues:
Real Estate and Personal Property 35,493,262 34,870,542 - - 35,493,262 34,870,542
Other Taxes (See Exhibit 2 for detail) 29,883,261 26,925,721 - - 29,883,261 26,925,721
Interest on Investments 449,971 1,325,447 610,471 1,885,307 1,060,442 3,210,754
Non-categorical state and federal aid 13,238,756 6,576,160 - - 13,238,756 6,576,160
Casino Proceeds 15,000,000 - - - 15,000,000 -
Miscellaneous 898,986 913,074 1,104,728 2,527,425 2,003,714 3,440,499
Total Revenues $ 133,480,380 $ 114,084,676 162,316,252 $ 166,109,879 $ 295,796,632 $ 280,194,555
Expenses:
General Government $ 14,685,247 $ 8,872,032 - $ - $ 14,685,247 $ 8,872,032
Judicial Administration 7,593,233 7,306,607 - - 7,593,233 7,306,607
Public Safety 28,895,902 33,838,376 - - 28,895,902 33,838,376
Public Works 20,047,568 24,663,507 - - 20,047,568 24,663,507
Health and Welfare 13,052,084 13,829,605 - - 13,052,084 13,829,605
Parks, Recreation, and Culture 5,165,411 4,980,594 - - 5,165,411 4,980,594
Community Development 15,454,375 7,510,057 - - 15,454,375 7,510,057
Education (payment to school district) 22,732,887 24,862,582 - - 22,732,887 24,862,582
Interest on Long Term Debt 1,514,013 1,817,377 - - 1,514,013 1,817,377
Wastewater - - 10,134,185 6,818,946 10,134,185 6,818,946
Water - - 6,586,154 6,282,189 6,586,154 6,282,189
Gas - - 16,783,255 17,523,404 16,783,255 17,523,404
Electric - - 114,769,890 114,687,535 114,769,890 114,687,535
Transportation - - 3,513,869 3,888,397 3,513,869 3,888,397
Telecommunication - - 905,935 1,031,982 905,935 1,031,982
Sanitation - - 3,899,232 4,221,395 3,899,232 4,221,395
Cemetery Operations - - 929,962 1,028,604 929,962 1,028,604
Total Expenses $ 129,140,720 $ 127,680,737 157,522,482 $ 155,482,52 $ 286,633,202 $ 283,163,189
Subtotal Revenue over Expenses $ 4,339,660 $ (13,596,061) 4,793,770 $ 10,627,427 $ 9,133,430 $ (2,968,634)
Transfers 15,353,000 15,088,370 (15,353,000) (15,088,370) - -
Increase/(Decrease) in Net Position 19,692,660 1,492,309 (10,559,230) (4,460,943) 9,133,430 (2,968,634)
Beginning Net Position 146,033,206 142,725,767 353,564,783 358,025,726 499,597,989 500,751,493
Effect of Restatement - 1,815,130 - - - 1,815,130
Ending Net Position $ 165,725,866 $ 146,033,206 343,005,553 $ 353,564,783 $ 508,731,419 $ 499,597,989

Governmental Activities

Governmental activities increased the City of Danville’s net position by $19,962,660. Revenues
(including transfers) from governmental activities totaled $148,833,380 with Property Taxes
24%, Other Taxes 20%, Operating Grants and Contributions 14%, Capital Grants and
Contributions 9%, and Transfers 10%, representing 77% of the City’s revenues. Expenses for
governmental activities totaled $129,140,720, of which 29% was supported from program
revenues and the remaining 71% from general revenues.
Education 18%, Community Development 12%, Health & Welfare 10%, General Government
11%, and Public Works 16%, make up 89% of the total governmental expenses for the fiscal

year.
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Expenses & Program Revenue — Governmental Activities
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Business-type Activities

Business-type activities decreased the City’s net position by $10,559,230 compared to last
year'’s decrease in net position of $4,460,943. At June 30, 2021, total net position was
$343,005,553 of which $264,357,029 represented investments in capital assets, $11,002,812
was restricted for the net pension asset, and $67,645,712 was unrestricted. GASB Statement
34 requires that restricted assets have external restrictions imposed (grantors, contributions, and
debt covenants). Revenues for business-type activities were $162,316,252 of which 97% was
from Charges for Services. For further examination of the enterprise funds, please refer to the
Enterprise Funds section of the Financial Analysis of the Fund Financial Statements found on

page 4m.
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Expenses and Program Revenue — Business Type Activities
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Financial Analysis of the Fund Financial Statements

Governmental Funds

Governmental funds reported a combined ending fund balance of $93,314,168, an increase of
$23,439,493 when compared with the combined fund balance at June 30, 2020 of $69,874,675.
The fund balance in the Capital Projects Fund, also known as Construction In Progress (CIP),
increased $17,021,222. Of the $10,677,320 expended in the CIP fund, $4,441,518 was
expended on blight removal and improvements to public buildings and grounds. $2,100,964
was expended for school improvements. Funds of $1,381,605 were expended for streets,
parking lot, and park improvements and construction within the City’s developing River District.
$1,625,358 was expended for various equipment purchases and information technology
upgrades, $989,906 was expended for improvements at the municipal airport.

Thirty-seven percent ($34,237,458) of the combined governmental funds balance is unassigned
fund balance, which is available for spending at the government’s discretion. Fifty-nine percent
($55,083,399) of the combined fund balance is not available for new spending, because it has
already been restricted, committed, or assigned to specific future expenditures. The remaining
four percent ($3,993,311) of fund balance is not spendable as it represents inventories or prepaid
expenses ($1,071,089) and investments for the perpetual care of the municipal cemetery
($2,922,222).
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The General Fund, which is the chief operating fund of the City, reports a combined fund balance
at June 30, 2021 of $47,090,492. This is an increase of $3,779,403 compared to last year’s
fund balance of $43,311,089. The General Fund reported an unassigned fund balance of
$34,237,458, an increase of $1,022,681 from the June 30, 2020 unassigned fund balance of
$33,214,777. The adopted budget for the General Fund included drawing $3,957,610 from fund
balance in FY 2021. The ability of the General Fund to generate cash on demand can be
calculated by comparing both the unassigned fund balance and total fund balance to total funds
expended. Unassigned fund balance represents 34% of total General Fund expenditures while
total fund balance represents 46% of total fund expenditures. When transfers out of $7,147,993
are added to expenditures, then unassigned fund balance is 32% percent of expenditures and
transfers out. The following table represents General Fund support shown as transfers out:

Support of CIP Projects $3,965,679
Support of Regional Industrial Facility Authority 280,810
Support of Economic Development 1,660,950
Support of Grants 1,240,554

$7,147,993

The increase in fund balance of $3,779,403 was $13,885,352 more than the final budgeted
decrease of $10,105,949. The difference resulted from $12,480,264 unexpended budgeted
expenditures, and a surplus of $1,405,088 in revenue realized above budget. Unexpended
budget of $4,436,978 was encumbered at June 30, 2021.

Some key factors of unexpended appropriations are as follows:

e City Support of Public Schools had an unexpended balance of $7,566,749. Danville City
Schools pulls local funding as needed and is allowed to carry unspent funding forward for
future years. The unencumbered portion of this amount is reserved as a carryforward for
fiscal 2022.

e Public Safety expenditures came in $1,692,511 under budget primarily due a decrease in
the purchase of equipment and services and supplies by adult and juvenile detention,
police, fire and the jail.

e The $246,102 negative budget variance in non-departmental expenditures arose from
increased claims for the City’s group health insurance offset by an increase in the incurred
but not reported liability for FY 2021.

e Savings in the Health and Welfare sector of $1,007,592 reflect lower utilization of Social
Service programs. A corresponding decrease in Intergovernmental Revenue is noted as
well.

e Expenditures that were encumbered and remained unexpended at June 30, 2021
amounted to $4.4 million.
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Key factors of the surplus revenue are as follows:

The primary source of unrealized revenue resulted from lower than expected utilization of
Social Service programs. This gave rise to unrealized revenue of $1,147,169 in the
Intergovernmental Revenue category. A corresponding variance can also be seen in
expenditures for Health and Welfare.

General Property Tax collections were $1,230,742 over budget. The primary components of
this variance exist in the following areas:

Real Estate $ 622,632
Personal Property $ 861,807
Regional Partnership $ -313,166
Penalties & Interest $ 59,469

Real Estate tax collections overall performed over budget in FY2021 due to the continued
aggressive collection of delinquent taxes along with successful collection of current year
taxes. Following an increase in the tax rate of personal property of $.10 per $100 of
assessed value, personal property collections exceeded budget by $861,807.

Other Local Taxes were ahead of the final budget by $1,988,742. Almost every category
of local tax revenue exceeded budgeted expectations, while the remaining categories
were close to budgeted expectations. The primary components of this positive variance
relate to local sales tax, prepared meals tax, recordation fees and motor vehicle taxes.
Most categories of local tax revenue exceeded pre-pandemic levels. Local Sales Taxes
were collected at 112% of budget, Hotel Taxes were at 99% of budget, and Prepared
Meals Tax collections also exceeded estimates at 104% of budget. Areas contributing to
the budget variance include:

Sales Tax $ 1,138,877
Prepared Meals Tax $ 381,682
Recordation Tax $ 211,854
Business Licenses $ 163,194
Others $ 93,136

Revenue from the use of property and money under performed budget as a result of
decreasing interest rates coupled with unrealized losses in bond investments when the
investments were adjusted to market value at June 30. The under-realization in the
Charges for Services category is a result of less utilization at both the adult detention and
juvenile detention facilities.

(Continued)
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The following graph depicts General Fund revenue by categories as a percent of total revenues
for fiscal year ending June 30, 2021. Total revenues are $112,283,916 including transfers in of
$15,353,000.
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The next graph shows General Fund expenditures by category as a percent of total expenditures
for fiscal year ending June 30, 2021. Total expenditures are $108,504,513, including transfers
out of $7,147,993.
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Enterprise Funds

Enterprise Funds reported a combined ending net position of $343,005,553; a decrease of
$10,559,230 compared to a combined net position reported at June 30, 2020 of $353,564,783.
Each of the following enterprise funds contributed to the overall decrease with increases
(decreases) as follows: Wastewater Fund, ($1,793,815); Water Fund, $1,158,173; Gas Fund,
($100,053); Electric Fund, ($10,069,277); Transportation Fund $498,392; Sanitation Fund,
($70,140) Telecommunications Fund,($246,347); and the Cemetery Operations Fund, $63,837.
FY 2021 revenues from all sources combined, excluding contributed capital and transfers in,
decreased $6,358,691 when compared to the previous fiscal year ended June 30, 2020. The
details of this net decrease in revenue result from the following:

Grants $ 925,729.00
Recovered Costs $ (948,222.00)
Jobbing Income $ (1,265,508.00)
Interest Income and Market Value Adjustments  $ (1,274,836.00)
Sales/Rentals/Gain on Disposals $(1,774,031.00)
Charges for Services $(2,021,823.00)

Charges for Services decreased in the Electric Fund by $2,486,489 primarily due to the seasonal
rate effect of the Power Cost Adjustment rate, combined with a 4.7% decrease in Commercial
and Industrial consumption deemed to be largely pandemic related. A prior year administrative
change in the Power Cost Adjustment, which allows for the recording of a regulatory asset that
represents purchased power costs that have not yet been billed to the customers, included
establishing a separate rate for high load factor customers. Purchased power costs decreased
$518,368 in FY 2021 with an increase in metered energy purchased (6,439,000 kilowatt hours)
for the year. The net increase in metered energy included 46,900,000 additional kilowatt hours
from behind-the-meter hydro and solar sources than in the prior fiscal year. While the
Wastewater Fund remained virtually unchanged from the prior year with an increase of $80,618
in Charges for Services, the Water Fund experienced a decrease of $182,297 primarily due to
the composition and manufacturing requirements of the industrial customer base. An increase
of $248,477 in Gas revenue resulted from increased consumption of 10% overall in the
residential, commercial, industrial and municipal customer classes primarily as a result of
transitioning out of operating limitations imposed by the pandemic. Non-major Funds
(Transportation, Sanitation, Cemetery, and Telecommunication) experienced a combined
increase in revenues of $317,868.

The decrease in the interest income and market value adjustment category resulted from
downward changes in the market value in the current fiscal year versus prior fiscal year. Income
before contributions and transfers for all enterprise funds combined decreased $5,833,657 from
the prior year, primarily due to the significant decrease in revenue associated with the pandemic
within the major enterprise funds, the market value adjustment in investments and a loss on the
disposal of fixed assets in the Electric Fund.

The Utilities contributed $15,353,000 in transfers to the General Fund for fiscal year ending June
30, 2021. Enterprise Funds’ net position of $343,005,553 includes $67,645,712 unrestricted,
$11,002,812 restricted for net pension asset, and $264,357,029 net investment in capital assets.

(Continued)
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General Budgetary Highlights

City of Danville
General Fund Budget
Year Ended June 30, 2021

Original Amended
Budget Budget Actual
Revenues, Transfers, and Other Financial
Sources
Taxes § 74422340 F5 V4,920,289 § 77472546
Intergovernmental $ 20438490 5 20,605,539 5 19458370
Transfers and Other $ 15,353,000 § 15353000 % 15,353,000
Total $110,213,830 5 110,878,828 5 112,283,916
Expenditures, Transfers, and Other Financial
Uses
Expenditures $107,179,640 5 113,836,784 5 101,356,520
Transfers and Other $ 6,991,800 § 7147993 F 7,147,993
Total $114.171,440 5 120,984,777 5 108,504,513
Change in Fund Balance 5 (3.957.610) § (101056,949) 5 3,779,403

Differences between the City’s original operating budget for expenditures and transfers and the
final amended budget resulted from carryforwards and prior year encumbrances of $6,148,339
and additional appropriations totaling $830,481:

Appropriations with matching revenue:

Police, Sheriff and Recreation Extra Pay 5 352514
Jail Canteen Scanner B 134,000
Fire Insurance Recaoveries 5 65,042
Parks and Recreation Donations and Recoveries 5 56,153
Fire Donations and Recoveries 5 23,717
Airport Insurance Recaovery 3 20,575
Paolice and Commonwealth Attorney - Forfeited Funds B 13,928
Sheriff Bullet-proof Vests 5 10,754
Fire Hazmat Reimbursement 3 6,368
IT Additional Revenue 5 8,230
Pittsylvania County Training Reimbursement & 2110
Housing and Community Development Recavery 5 2,000
Palice Donations and Recoveries 5 1,623
Emergency Communications YDEM reimbursement 5 274
3 699,288
Appropriations without matching revenue:
Summer Youth Jobs Program $131,193

As explained on pages 4j and 4k, intergovernmental revenues underperformed budget, resulting
in a negative budget variance for FY 2021 revenues. The positive budget variance in
expenditures resulted primarily from delayed transfers to the Danville City School System. The
school funds have been encumbered and will be transferred during fiscal 2022 as needed.
Budget savings were also realized through personnel vacancies, decreased utilization of social
service programs as well as pandemic related reduction in services.
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Capital Assets and Debt Administration

Capital Assets

As of June 30, 2021, the City of Danville’s capital assets investment for its governmental and
business-type activities amounts to $428,416,658 (net of accumulated depreciation). Capital
assets include land, buildings and improvements, machinery and equipment, park facilities,
roads, highways, and bridges. For further analysis of capital assets, please refer to note 11 in

the notes to the financial statements.

Major capital asset events during the current fiscal year included the following:

e Improvements exceeding $1.8 million were made to the infrastructure, such as streets,
parking lots, and various public buildings, parks, trails, and facilities throughout the City.
This amount was spent on improvements was spent for various public buildings, parks,
trails, and facilities throughout the City. The City also spent $980,000 on Airport

improvements.

e Approximately $1 million was spent to purchase public safety vehicles and equipment.

City of Danville
Capital Assets (net of depreciation)
June 30, 2021

Governmental Business-type
Activities Activities Total
Land $ 20,353,034 $ 1,402,653 $ 21,755,687
Building & Improvements 36,815,421 280,400,265 317,215,686
Machinery & Equipment 10,070,806 20,280,257 30,351,063
Infrastructure 30,515,288 - 30,515,288
Construction in Progress 19,931,130 8,647,804 28,578,934
Total $ 117,685,679 $ 310,730,979 $ 428,416,658

Long-term debt

At the end of the current fiscal year, the City of Danville had total outstanding general obligation

debt of $98,976,421 and no revenue bonded debt.

City of Danville's Outstanding Debt
Bonds and Related Loans

Governmental Business-type
Activities Activities Total
2021 2020 2021 2020 2021 2020
General Obligation Bonds $ 47,939,470 $ 45,896,814 $ 51,036951 $ 49,697,330 $ 98,976,421 $ 95,594,144
Total $ 47,939,470 $ 45,896,814 $ 51,036951 $ 49,697,330 $ 98,976,421 $ 95,594,144
(Continued)
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During fiscal year 2021, the City of Danville issued $11,395,000 in General Obligation Public
Improvement and Refunding Series 2020A, and $3,635,000 in Refunding Bonds, Series 2020B.
The Series 2020A was issued to use proceeds of $6,500,000 to finance capital expenditures for
general governmental projects, such as capital expenditures for improvements to various public
buildings and grounds, and $5,800,000 to finance the cost of electric substation and transformer
upgrades. Series 2020A also refunded the 2010A bond issue in the amount of $293,442. Series
2020B refunded the 2012B bond issue in the amount of $3,582,162.

The City of Danville’s debt management policy states that debt supported by General Fund tax
revenue will not exceed 3.0% of total taxable assessed value of property within City limits. For
the purposes of calculating this ratio, assessed value includes real property and personal
property. At June 30, 2021, debt to assessed value was 1.66%.

Additional information on the City of Danville’s long-term debt can be found in note 12 of the
notes to the financial statements.

Economic Factors and Next Year’s Budget and Rates

e As of September 30, 2021, the average unemployment rate for the City of Danville was
4.8%, which is a decrease from a rate of 7.7% at September 30, 2020. This compares to
the Commonwealth’s average unemployment rate of 2.7% and the national average rate
of 4.9% at September 30, 2021.

e Danville continues to make economic development a priority in its effort to reduce
unemployment. In FY 2019, Danville’s Community Development Entity was awarded
$35 million of New Market Tax Credits. In 2014, the City was awarded $20 million and
dedicated this to the up fit of the River District tower. This project has opened its doors
to several medical practices and most recently to a dining establishment that features
outdoor deck seating overlooking the Dan River. Successful deployment of the tax credits
will potentially lead to additional allocations of credits for future projects.

e During fiscal year 2021, management continued its goal to stabilize and lower utility rates
for electric services charged to its consumers despite congestion charges incurred during
past winters. The Power Cost Adjustment utilized by Danville Utilities will allow these
costs, along with increasing operating costs, to be recovered through gradual, small rate
increases over the next few years.

e Danville has an estimated population of 42,590, based on the 2010 census. The most
recent data shows per capita income of $36,301 for the Danville Metropolitan Area, a
decrease of $752 from FY 2020 and $59,657 for the Commonwealth of Virginia.

e Danville is located in the southern region of the United States. According to the consumer
price index, Danville and the southern region have a lower cost of living compared to
other regions in the United States.

(Continued)
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Primary revenue sources for the City’s General Fund are property taxes, sales taxes, business
and occupational licenses, meals taxes, state revenues, and contributions from the City’s Utility
Departments. In establishing the budget, historical and trend data are analyzed. In addition to
analyzing historical data, economic indicators and the impact the economy will have on the
historical data is taken into consideration. Throughout the year, management monitors revenues
and economic indicators to determine if they are on target with the analysis used to develop the
budget.

Other Financial Indicators

General Fund revenues per capita General Fund expenditures per capita

(excludes transfers) (excludes transfers)
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General Fund revenues and expenditures per capita have both trended upward over the last five
years despite the economic downturn over previous years. Notwithstanding the estimated
population increase in 2021, the historical overall increase in revenue and expenditures per
capita were partially attributable to a declining population. Revenues have increased 16.4%
over the five year period. Expenditures increased from 2021 to 2020, primarily in the areas of
general government and non-departmental. While Danville’s population has shown decreases
over the past years, it has begun to increase. It is anticipated that through the economic
development efforts, and downtown revitalization, the City will continue to see population
increases in the following years.

Requests for Information

This financial report is designed to provide a general overview of the City of Danville’s finances.
Separately issued audited financial statements are available for the City’s component units.
Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the City of Danville, Chief Finance Officer,
427 Patton Street, Danville, Virginia 24541.
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