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Budget Guide

The purpose of the Budget Guide is to introduce readers to the budget process and assist readers
in understanding the information in the budget document. The budget serves as an operations
guide, financial plan, communications device, policy document, and a resource for information
about the Town of Duck. The Budget Guide will briefly describe the sections contained within the
budget document while explaining how to read charts and graphs and interpret numbers.

The Budget Document

The Town of Duck’'s budget document consists of six major sections: Budget Message and
Ordinance, Community and Organizational Profile, Financial Summaries, General Fund,
Supplemental Information, and Capital Improvement Plan.

Budget Message & Ordinance

The Budget Message is a letter from the Town Manager to Town Council that provides an overview
of the upcoming fiscal year budget and how it fits with Town Council’s priorities. The message
includes issues facing the development of the budget, significant budgetary items and trends, and
the budgetary effect on short and long-term plans. This section also contains the Budget
Ordinance, which by statute sets the spending limits for the upcoming budget period (July 1 to
June 30) when adopted by the Town Council, and the approved Fee Schedule.

Community & Organizational Profile

This section of the document highlights general information about the Duck community including
historical, geographical, demographic, and economic features. Within the organizational profile,
the reader will find information about the Town'’s governmental structure and the financial policies
and management systems that guide the budget process.

Financial Summaries

The Financial Summaries provide a summary of revenues, expenditures, fund balance, and debt
obligation for the Town’'s funds. Information provided in both numerical and narrative format
easily helps the reader determine how much money each fund is generating and spending.

Funds & Line Items
A fund is an independent fiscal and accounting entity. Funds make it easier to keep track of
accounts that operate similar types of activity and share the same set of accounting records. The

Town of Duck operates one major fund, the General Fund, and one Capital Reserve Fund for Beach
Nourishment.
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General Fund. The General Fund accounts for most Town operations such as general government,
public safety, and transportation. The reader will find information on each department including
a description of the department’s purpose, prior year accomplishments, coming year initiatives
and projects, budget highlights, budget trends, and personnel counts.

Other Funds. The Town'’s other fund is the Beach Nourishment Capital Reserve Fund which
accounts for revenues and expenditures associated with this special project.

The budget for each fund consists of individual line items that represent specific expenditures and
revenues. Examples of line-item expenditures include salaries, insurance, maintenance and repair,
supplies, and capital outlay. Examples of line-item revenues include property tax revenues, sales
tax revenues, grants, and fees. Line items are the most detailed way to list budgeted expenditure
and revenue information.

Capital Improvement Plan

The Duck Capital Improvement Plan (CIP) represents a multiyear forecast of the Town's capital
needs. The CIP not only identifies capital projects, but also the financing required for the projects
and their impact on the operating budget. The CIP includes project impact analysis and a
description of each project.

Supplemental Information

This section contains a glossary of terms used throughout the document, our Financial and
Budgetary Polices, our Capital Improvement Plan, and the Town of Duck Vision 2032.

How to Read the Budget Document

The budget document contains an abundance of diverse and valuable information. With all the
information and numbers, wading through the document and deciphering what everything means
can be difficult for any reader. This section is meant to assist the reader’'s understanding of
presented data and show how the reader can connect the data with other supporting information.

Within each section, bold and underlined headings identify major topics related to that section.
Under these headings, the reader may find written information, as well as information presented
in table or chart form. Under the General Fund, the reader will find the individual departments.
This document places an emphasis on the Town's departments because these sections represent
the operational plans for those responsible for directly providing services to citizens.
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Interpreting Tables & Charts

The budget document uses tables and charts to summarize information through numbers. The
tables and charts allow readers to easily compare funds and departments and identify trends.
Most sections contain tables and charts like the ones below. The diagrams identify the major
characteristics of each table and chart and explain what information the reader can find.

Approved
Gross "needs" budgetafter
i reductions
Lineitem Department Name budge'FaftermltlaI and
d ipti : reductions )
escription (or grouping name) corrections

Administration

FY21-22 FY22-23 FY23-24 FY23-24 Variance

Account Description % Change

Actual Budget Request  Approved v. CY

Salaries and Wages
Salaries and Wages (PT)

FICA

Workers' Compensation Prioryear Currentyear
Supplemental Retirement (LGERS) actual data budgetas
401k from audit amended

Medical/Dental Insurance
Professional Services
Contracted Services

Change between current

Supplies and Materials
budgetand approved budget

Uniforms
Technology Hardware & Accessories

Travel and Training
Dues and Subscriptions
Communications
Leased Equipment
Printing and Binding
Advertising
Miscellaneous
Capital Outlay - under $5,000
Fixed Charges

TOTAL
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NORTH CAROLINA
Budget Message

May 3, 2023
Dear Mayor Kingston and Duck Town Council:

In accordance with the Local Government Budget and Fiscal Control Act and NC General Statute
159-11, the proposed Annual Budget for Fiscal Year beginning July 1, 2023 and ending June 30,
2024 is balanced and hereby submitted for your consideration.

Multiple factors influence the annual budget process, including the condition of the national,
state, and local economies and the emergent and pre-emergent needs identified in our
community by elected officials, staff, advisory boards, and citizens as we continue our quest for
continual improvement in all our services and offerings.

Taking all these factors into account, the proposed budget represents a significant amount of
careful consideration and study in order for the Town to meet its obligations, fulfill its goals, and
remain fiscally healthy.

In preparing the Fiscal Year 2023-2024 (FY23-24) Budget, Town staff followed guidance from Town
Council's adopted Vision 2032 which contains the following:

THE SIX UNIFYING PRINCIPLES
Duck is a community that expresses its beliefs in certain unifying principles:

DUCK AND OUR VILLAGE
Our residential neighborhoods and Duck Village connect to form the fabric of our
community. Our collection of small shops, restaurants, offices, parks and
boardwalks combine to shape the Duck experience. The development of the
Village has a coastal residential style and scale and its continuity creates an
energetic and walkable experience. Our quality of life is enhanced through
innovative solutions that protect and preserve the Village's unique character and
environment.

ENHANCED MOVABILITY
Duck is a pedestrian first community that is safe and easy to navigate by walking
and cycling. Our multi-use trail, sidewalks, soundside boardwalk, and beach
provide a variety of ways to explore and discover Duck. Collaboration with
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various organizations enables us to optimize our traffic flow in our unique
seasonal environment.

ENVIRONMENTAL STEWARDSHIP
There is a conscious respect for Duck’s fragile and extraordinary environment. We
protect and preserve opportunities for our residents and visitors to enjoy our
ocean, sound, and natural coastal habitats. We value our pristine, safe,
uninterrupted beaches, which are our most valuable asset. Our resilience and
adaptability, guided by environmental awareness and forward thinking, ensure
our sustainability as a community.

ACTIVE, ENGAGED COMMUNITY
Duck is built on participation. We are an inclusive community that welcomes and
embraces the diversity, talents, and expertise of all of our stakeholders. Pride and
ownership is felt by all who live, work, and visit here. People feel connected by a
shared motivation to preserve the unique nature of this special place.

VIBRANT, THRIVING BUSINESS COMMUNITY
The business community plays an essential role in creating the Duck experience.
A high level of collaboration and coordination ensures that we have a vibrant
town where each and every individual can enjoy the recreation, arts, music,
shopping, dining, and lodging unique to Duck.

RESPONSIVE AND RESPONSIBLE LEADERSHIP
Duck maintains a responsive and responsible government. Council, staff, and the
community work together to offer high quality services intended to add value to
the entire Town. We have an educated, experienced and motivated staff
empowered to execute the Town's objectives. Duck is an innovative and respected
leader within the Outer Banks region and its solutions are frequently emulated by
others. Continuity of leadership preserves our established values and vision.

The FY23-24 Recommended Budget totals $14,132,240 for all Town operations, capital
improvements, and debt service requirements. This is $839,782 (6.3%) more than the FY22-23
Budget. Following Town Council’s direction, the budget is balanced with a tax rate of $0.22, which
is unchanged from FY 22-23, and maintains the current MSD tax rates at $0.1296 for MSD-A and
$0.285 for MSD-B.

In addition to our main, or General, fund, we have a Capital Reserve Fund for our Beach
Nourishment project. This fund receives revenue, via transfer from the General Fund, an amount
equal to the MSD tax revenue plus a proportionate share of the Sales Tax Revenue that equates
to the impact on this revenue due to the MSD tax levy. This proportionate share is estimated to
be 19.7% of the total received. Transfers from the Capital Reserve Fund are for debt service,
professional services, and other expenses directly related to our Beach Nourishment project.

Revenue
As we emerged from the grip of the COVID-19 pandemic, we were all pleasantly surprised by the

minimal negative impact to our local economy and resulting increases in tourism throughout the
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years that followed. While the national economy continues to deal with effects of inflation, interest
rate increases, and the like, our local economy remains relatively strong with lack of staff impacting
the hospitality industry and rising materials costs impacting the construction industry. This budget
contains revenue estimates that, while acknowledging a sense of optimism regarding the
continuation of the current economic climate, remains conservative in terms of estimates so as to
not create a shortfall in the budget should the climate change.

Revenues are budgeted at $14,132,240, a 6.3% increase compared to the FY22-23 Budget. The
Town receives revenue from several sources, the largest of which is Ad Valorem taxes. Ad Valorem,
from the Latin phrase meaning "according to value,” is levied upon the property, and measured
by the value of the property, not the owner’s ability to pay. While important, Ad Valorem tax
revenue generates $4,141,643 or 29.3% of the revenue for our General Fund in FY23-24. In
addition, MSD taxes account for an additional $1,009,030, or 7.1% of our revenue. This means that
over half of the services that we provide are paid for with sources other than local property tax
revenue. State law limits the rate a locality may charge for this tax to $1.50 per $100 of valuation.

The Town of Duck contracts with the Dare County tax office to collect our taxes. This enables our
residents to receive one tax bill and remit payment to one place. It also allows us to enjoy an
excellent collection rate for real and personal property taxes. In FY23-24, we have budgeted for a
collection rate of 99.99% as prescribed by State law.

The next largest source of revenue comes from our share of the sales tax that we all pay. These
are essentially two tax types: the Sales Tax on the retail sale or lease of tangible personal property,
services, the rental of hotel rooms, and the Use Tax, which is an excise tax on the right to use or
consume property in North Carolina or elsewhere. All taxes are pooled by the State and shared,
in accordance with statutory formulas, by all 100 counties. Each county, in turn, shares their
portion of the sales tax proceeds with the incorporated cities and towns in the county. In addition
to sales tax revenue, the Town also receives revenue from the State reflecting our statutory portion
of tax revenues from telecommunication services, video programming, beer and wine sales, and
motor fuel sales. With the exception of the proportionate share of sales tax, as noted above, State
collected local revenues can be used for any legitimate government function. Please refer to the
Revenue section of the budget document for a more detailed explanation of our revenue sources.

Expenditures

As noted above, the FY23-24 Recommended Budget totals $14,132,240 for all Town operations,
capital improvements, and debt service requirements. This is $839,782 (6.3%) more than the FY22-
23 Budget.

One of the largest expenditures for Duck, and for most localities, is the cost of personnel. Our
professional staff allows the Town to continue to provide quality service to our residents. The total
of all personnel related expenses, including wages and benefits, is budgeted at $4,367,233. This
represents a total of 30.9% of the total budget. This budget does not include any additional staff,
but does include an 8.5% across the board salary adjustment for all employees at the beginning
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of the fiscal year and a merit increase pool of 6% of total salaries. Also included are small increases
in Workers" Compensation insurance rates, retirement contribution rates, and a more significant
increase in medical insurance rates. Please refer to the Personnel section of the budget document
for a thorough explanation of all changes being proposed in compensation and benefits.

This table shows the total number of personnel in each department over the last three years and
what is proposed for FY 23-24.

Personnel by Department

Department FY20-21 Fy21-22 Fy22-23 V2324 4 change Pereent
Requested Change

Administration 5 55 55 55 0 0%

Public Facilities 0 1 1 1 0 0%

Police 12.5 14.5 14.5 14.5 0 0%

Fire 12.5 14.5 14.5 14.5 0 0%

Inspections 2.5 2 2 2 0 0%

Community Development 2 2.5 2.5 2.5 0 0%

Total 34.5 40 40 40 0 0.0%

Through operational efficiencies in the utilization of personnel, leveraging technology to mitigate
staffing increases, receiving countless hours of volunteer assistance, and other management
strategies, we are able to maintain a lean staffing profile. Subsequent to the new positions added
two years ago, our leadership team has not identified future additional personnel needs absent
changes in service level demand.

While not attempting here to cover specifics regarding expenses for all fifteen operational
departments, what follows are some highlights of more significant expenses and proposed
changes in staffing levels. The Capital Improvement Plan, which is included toward the end of this
budget document, contains details about the capital projects/purchases mentioned below.

Governing Body
e Salaries for Mayor and Town Council
e Contracted Services include charges from the Dare County Board of Elections to conduct
the Duck Town Council election in November
e Property and Liability insurance increase approximately 20% due to reinsurance rates and

experience
e Winter staff appreciation and Volunteer appreciation events
Administration

e Training for Town Manager, Town Clerk, Deputy Town Clerk, PIO, and Assistant PIO
e Tuition Reimbursement for up to 8 employees

e Website hosting

e Social media and website archiving

e E-mail services for e-news

e Copier lease shared with Governing Body, Inspections, Community Development

Page 10 of 251



Finance

Professional services for Accounting and Audit

Contracted service with Dare County to collect property taxes — 1.5% of total collection
Finance and payroll software charges

Bank fees now offset by interest

Monthly $2,800 per month. Same rate as FY 2022-23
As needed service rates increase to $245 per hour for attorneys, $150 per hour for
paralegals, and $185 per hour for summer law students.

Public Facilities

Salary for full-time Maintenance Technician

May use savings from trash can servicing contract to hire some part-time assistance
Maintenance contracts for grounds (Town Hall, Park, etc.), trash can service, and cleaning
of Town Hall and Keller Meeting Hall. Grounds contract expires in December and new bids
are reflected in the budget

Tree "removal” for maintenance (trimming, vine removal, and removal of any dead trees)
Irrigation maintenance as needed

Boardwalk repair materials

Bench replacement

Bricks for Memory Lane brick project — second year

Replacing irrigation system

Information Technology

Contracted services to manage servers and support workstations/devices
Includes security training for all system users

Expenses for fiber/cable and telephone services

Convert internet back-up from DSL (telco) to wireless (5g)

Display and livestream upgrades for Meeting Hall

Police officer wellness and mental health initiative

Records management system renewal

License plate reader licensing

Training for all personnel including Spanish Immersion training for 2 officers
Vehicle counting sensors

Mobile Data Terminal replacements

Replacing turnout gear — per schedule

SCBA replacement — per schedule

Hose replacement — per schedule

Turnout gear replacement — per schedule

CAD & Mobile Data Terminal equipment — first year

Subsidy to Duck Volunteer Fire Department - $34,400 increase
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Inspections
e Permitting software — increased to four “seats” to allow multiple simultaneous users
e Travel and Training includes Maintenance Technician to work toward inspector
certification to serve as a backup to the full-time inspector
e Copier shared as noted above under Administration
Ocean Rescue
e Increase of $48,000 per contract as amended
e Allocating phones and iPads used by the lifeguards to this department
Streets & Highways
e Professional Services for construction administration for the Highway 12 project and
additional funding for work related to Duck Trail maintenance
e Contracted services for maintenance of sidewalks/plantings in the village and along Duck
Trail. These contracts expire in December and the new bids are reflected in the budget
e Repaving Duck Trail — annual
e Stormwater management along Duck Trail
e Highway 12 project including the elevation of Highway 12
Sanitation
e Cost increases per contracts for trash and recycling service based upon new bids received.
The incumbent providers were the low bidders for these services.
Environmental Protection
e Professional Services related to Beach Renourishment
e Beach grass planting, beach monitoring, etc.
e Stormwater Management project resulting from RCCP grant-funded studies
e Debt service for Beach Nourishment bonds
Community Development
e Stipends for Planning Board and Board of Adjustment
e Training for Director, Senior Planner, and Community Planner
e Copier shared as noted above under Administration
Recreation and Special Events
e Park and Beach signage
e Event expenses — performers, stage, lighting, etc.
e Merchandise for resale — Duck branded items

Expenditures by Function

FY21-22 FY22-23 FY22-23 FY23-24 Variance v. % Change
Function Actual Budget Estimate Recommend cy
General Government 1,653,791 1,752,825 1,708,251 1,728,960 (23,865) -1.4%
Public Safety 5,311,019 4,516,976 4,702,155 4,822,285 305,309 6.8%
Streets & Highways 531,573 2,880,720 458,940 3,248,994 368,274 12.8%
Community Development 308,578 325,383 329,666 373,828 48,445 14.9%
Environmental Protection 2,672,282 2,155,878 2,025,836 2,260,495 104,618 4.9%
Recreation & Special Events 89,201 225,449 224,600 227,000 1,551 0.7%
Transfers and Contingency 1,317,349 1,435,227 1,359,928 1,470,677 35,450 2.5%
Total 11,883,792 13,292,458 10,809,375 14,132,240 839,782 6.3%
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Fund Balance

The North Carolina Local Government Commission recommends that local governments maintain
a minimum unassigned fund balance of no less than eight percent of expenditures. The Town of
Duck has adopted a formal fund balance policy establishing a goal of maintaining a fund balance
for the General Fund of 75% of expenditures after deducting debt service payments related to
Beach Nourishment. The Town of Duck’s estimated non-committed or non-restricted fund
balance as of June 30, 2023, is estimated to be $7.76 million or 75.5% of FY22-23 expenditures.
This is inclusive of the purchase of four police vehicles and the use of approximately $458,904 of
additional revenue expected in excess of revenues due to conservative budgeting of revenue
sources and favorable predicted actual revenue.

Conclusion

It remains important to concentrate our annual budgeting efforts on maintaining current levels of
service and maintenance of Town-owned property and infrastructure, ensuring we are providing
competitive compensation for our small staff while attempting to avoid any large increase in rates
and fees. The budget being presented for your consideration accomplishes these goals. Each year
we are faced with different challenges and opportunities. The coming year looks to bring
challenges caused by workforce, supply chain, and inflationary influences in the local area, state,
and nation. It is these unknowns that continue to influence how we structure our budget.

Maintaining our critical infrastructure and essential services comes at a cost; and Duck, like towns
throughout the State, must manage in a fiscal climate marked by economic uncertainty. Town
Council members accept their responsibility with great conviction and sincerity and strive to be
well-informed and engaged in the operation of this government. This budget reflects the Council’s
commitment to maintaining and improving this community and positioning it to be financially
sound in the future. | believe it to be worthy of your consideration and approval.

Respectfully Submitted,

Drew Havend

Drew Havens,
Town Manager
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Annual Budget Ordinance

Town of Duck, North Carolina
FY 2023 - 2024 Annual Budget

Budget Ordinance

BE IT ORDAINED by the Town Council of the Town of Duck, North Carolina that the following anticipated fund
revenues and departmental expenditures, together with certain fees and schedules, and with certain
restrictions and authorizations, are hereby appropriated and approved for the operation of the Town
government and its activities for the fiscal year beginning July 1, 2023 and ending June 30, 2024.

Section 1: General Fund
General Fund Revenues

Ad Valorem Taxes $4,141,643
MSD Taxes $1,009,030
Local Government Sales Tax $1,900,000
Real Estate Transfer Tax $425,000
Occupancy Tax $2,000,000
Grants $2,902,239
ABC and Beer & Wine $91,800
Utility Taxes $405,000
Permits and Fees $176,500
Investment Earnings and Sale of Assets $405,000
Transfers $566,868
Debt Proceeds $0
Fund Balance Appropriated $0
Other Revenue $109,160
Total Revenues $14,132,240

General Fund Expenditures

Governing Body $153,231

Administration $768,090
Finance $122,119
Legal $65,460
Public Facilities $460,708
Information Technology $159,352

Police $1,974,047
Fire $1,983,189
Inspections $236,949
Ocean Rescue $628,100
Streets & Highways $3,248,994
Sanitation $1,347,410
Environmental Protection $913,086
Community Development $373,828
Recreation & Special Events $227,000
Transfers $1,384,288
Contingency $86,389
Total Expenditures $14,132,240

Page 14 of 251



Section 2: Beach Nourishment Capital Reserve Fund
Beach Nourishment Capital Reserve Fund Revenues

Transfer from General Fund (MSD Tax Revenue) $1,009,710
Transfer from General Fund (Restricted Sales Tax Revenue) $374,578
Fund Balance Appropriated $0
Total Revenues $1,384,288

Beach Nourishment Capital Reserve Fund Expenditures

Transfer to General Fund $606,687
Reserved for Future Expenditures $777,601
Total Expenditures $1,384,288

Section 3: Levy of Taxes - Ad Valorem

There is hereby levied a tax at the rate of twenty-two cents ($0.22) per one hundred dollars ($100) valuation
of property as listed for taxes as of January 1, 2023, for the purpose of raising the revenue listed Ad
Valorem Taxes 2023-2024 in Section 1: General Fund of this ordinance. This rate is based on a valuation of
property for purposes of taxation of $1,867,978,859 and an estimated rate of collection of 99.99%.

Section 4: Levy of Taxes - Municipal Service District-A

There is hereby levied a tax at the rate of $0.1296 (twelve point nine six cents) per one hundred dollars
($100) valuation of property as listed for taxes as of January 1, 2023 in Municipal Service District - A (MSD-
A), for the purpose of raising the revenue listed MSD Taxes 2023-2024 in Section 1: General Fund of this
ordinance. This rate is based on a valuation of property for purposes of taxation of $503,345,729 and an
estimated rate of collection of 99.99%.

Section 5: Levy of Taxes - Municipal Service District-B

There is hereby levied a tax at the rate of $0.285 (twenty-eight point five cents) per one hundred dollars
($100) valuation of property as listed for taxes as of January 1, 2023 in Municipal Service District - B (MSD-
B), for the purpose of raising the revenue listed MSD Taxes 2023-2024 in Section 1: General Fund of this
ordinance. This rate is based on a valuation of property for purposes of taxation of $125,191,250 and an
estimated rate of collection of 99.99%.

Page 15 of 251



Section 6: Fees & Charges

There is hereby established, for Fiscal Year 2023-2024, various fees and charges as contained in the Fee
Schedule attached to this document. All mileage reimbursements for the use of personal vehicles shall be the
same as the allowable IRS rate in effect on the date of travel.

Section 7: Position Classification and Salary Schedule

There is hereby established, for Fiscal Year 2023-2024, a Salary Schedule and Position Classification Table as
shown on in attachment to this document in order to maintain the Town's Pay and Classification Plan.

Section 8: Special Authorization of the Budget Officer

a) The Budget Officer shall be authorized to reallocate fund appropriations among the various objects of
expenditure as he deems necessary, provided such reallocations do not increase or decrease the total
budget for any department.

b) The Budget Officer shall be authorized to amend this budget as necessary to fulfill all obligations
evidenced by a purchase order outstanding on June 30, 2023.

Section 9: Use of the Budget and the Budget Ordinance

This Ordinance and the budget document shall be the basis for the financial plan of the Town of Duck for
Fiscal Year 2023-2024. The Budget Officer shall administer the budget and the Finance Officer shall establish
records which are in agreement with the budget, this ordinance, and the appropriate statutes of the State of
North Carolina.

Section 10: Distribution

Copies of this ordinance shall be furnished to the Budget Officer and the Finance Officer of the Town of Duck
so that they may keep this ordinance on file for their direction and disbursement of funds.

Adopted this the 7th day of June, 2023.

. Iy !'q'} Q/ ng,!____,_

Donald Kingston, Mayor L ~Lofih. Ackerman, Town Clerk

e Td W

LHATT CARLILI M A
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Salary Schedule and Position Classification Table
Effective July 1, 2023

Following the recommendations of a Classification and Pay Study performed by The MAPS Group
in 2021, the Salary Schedule and Classification Table shown below are incorporated into the
personnel costs shown in the FY 2023-24 budget and adopted as shown in Section 7 of the Budget
Ordinance. The Personnel section of the budget document contains information regarding the
number of employees in each department and in each job classification.

Salary Schedule
HIRING
GRADE RATE MINIMUM _ MID POINT __ MAXIMUM
1 35,968 37,766 45,859 55,750
2 37,766 39,654 48,152 58,537
3 39,654 41,637 50,559 61,464
4 41,637 43,719 53,087 64,537
5 43,719 45,905 55,742 67,764
6 45,905 48,200 58,529 71,153
7 48,200 50,610 61,455 74,710
8 50,610 53,141 64,528 78,446
9 53,141 55,798 67,755 82,369
10 55,798 58,588 71,143 86,487
11 58,588 61,517 74,700 90,811
12 61,517 64,593 78,434 95,351
13 64,593 67,823 82,356 100,119
14 67,823 71,214 86,475 105,126
15 71,214 74,775 90,798 110,382
16 74,775 78,514 95,338 115,901
17 78,514 82,440 100,106 121,697
18 82,440 86,562 105,111 127,782
19 86,562 90,890 110,367 134,171
20 90,890 95,435 115,885 140,880
21 95,435 100,207 121,680 147,924
22 100,207 105,217 127,764 155,321
23 105,217 110,478 134,152 163,086
24 110,478 116,002 140,860 171,241
25 116,002 121,802 147,903 179,803
26 121,802 127,892 155,298 188,793
27 127,892 134,287 163,063 198,233
28 134,287 141,001 171,216 208,145
29 141,001 148,051 179,777 218,552
30 148,051 155,454 188,765 229,479
31 155,454 163,227 198,204 240,954
32 163,227 171,388 208,115 253,002
33 171,388 179,957 218,520 265,651
34 179,957 188,955 229,445 278,933
35 188,955 198,403 240,918 292,880
36 198,403 208,323 252,964 307,525
37 208,323 218,739 265,612 322,901
38 218,739 229,676 278,892 339,045
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Classification Table

FLSA HIRING MID
GRADE CLASSIFICATION MINIMUM MAXIMUM
STATUS RATE POINT
5 Maintenance Technician 43,719 45,905 55,742 67,764
7 Administrative Assistant 48,200 50,610 61,455 74,710
Firefighter
Police Officer
8 Deputy Town Clerk 50,610 53,141 64,528 78,446
Public Safety Office Administrator
Master Firefighter
Senior Police Officer
9 Fire Engineer 53,141 55,798 67,755 82,369
Master Police Officer
Planner | (Community Planner)
10 Public Information and Events Coordinator 55,798 58,588 71,143 86,487
Finance and HR Administrator E
Police Corporal (new position by promotion)
11 Fire Captain 58,588 61,517 74,700 90,811
Police Sergeant
Town Clerk E
Senior Planner
13 Building Codes and Maintenance Administrator 64,593 67,823 82,356 100,119
16 Deputy Fire Chief E 74,775 78,514 95,338 115,901
Deputy Police Chief (title change) E
18 Public Information and Events Director E 82,440 86,562 105,111 127,782
20 Community Development Director E 90,890 95,435 115,885 140,880
Fire Chief E
Police Chief E
25 Town Manager E 116,002 121,802 147,903 179,803

E = Exempt from the Wage and Hour provisions of the Fair Labor Standards Act (FLSA)
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Schedule of Rate and Fees
Town of Duck Fee Schedule
Effective July 1, 2023

Section | Building Permit

Building Use New Construction & Renovations/Remodels
Buiiding s€ Additions & Repairs®
Residential — heated space $0.65/sq. ft. 0.50/sq. ft.
Residential — unheated space’ $0.35/sq. ft. 0.15/sq. ft.
Multifamily, Hotels/Motels — heated space $0.95/sq. ft. $0.80/sq. ft.
E/Il;I;tgamllv, Hotels/Motels — unheated 0.65/5q. ft. 045/ sq. ft
Commercial — heated space $0.95/sq. ft. $0.80/sq. ft.
Commercial — unheated space $0.65/sq. ft. $0.45/ sq. ft
'Unheated space includes attached decks, garages, sheds, and utility rooms.

2Includes floodplain development fee

Beach Stairs/Dune Access:

New/Complete Replacement Stairs $100.00

Minor Repairs $25.00

Signs:
Roof signs $50.00 + sign permit fees
Ground Mounted/Freestanding Signs $100.00 + sign permit fees

Section |l Five (5) Building Permit System.

A. There shall be a five (5) permit system with separate permits issued for:

Building Permit
Electrical Permit
Plumbing Permit
Mechanical Permit
Gas Permit

B. When a building permit is issued there will be no charge for associated electrical, plumbing
or mechanical permits as outlined above in Section Il (A) above.

C. Above & Below ground propane tanks are not subject to Section Il (B) above and may require

additional permits.
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Section Il Other fees, not covered in sections above:

1. Mobile Homes Single-wide $350.00
Double-wide $500.00
Triple-wide $800.00

Poured footing inspection for mobile home $100.00
2. Temporary Construction Trailer $300.00 flat fee **
3. Temporary Tent $100.00 flat fee **

( >240 sq. ft. requires Flammability certificate)

4. House Moving (into or within Town)
(fees do not include any necessary building or trade permits & additional fees for escort may

apply)

Moving into Town of Duck $1,000.00
Moving within the Town of Duck $750.00
Moving on the Same Lot $500.00
Moving out of Town of Duck $250.00

5. Pools/Spas & Hot Tubs

Permanently Installed Swimming Pools $300.00 flat fee **
In-Ground Hot Tubs $300.00 flat fee **
Free Standing/Portable Hot Tubs $150.00 flat fee **
6. Gas Pumps $100.00 per pump

7. Structural Demolition
(Asbestos Report required if commercial or ever used as commercial)

Residential Demolition in AEC zone $350.00 flat fee **
Residential Demolition not in AEC Zone $250.00 flat fee **
Non-Residential Demolition in AEC zone $600.00 flat fee **
Non-Residential Demolition not in AEC zone $400.00 flat fee **

8. Fuel Tanks Above Ground: 0-5,000 gallons $400.00

Above Ground: Above 5,000 gallons $600.00

Underground: 0-5,000 gallons $500.00

Underground: Above 5,000 gallons $700.00
9. Bulkheads & Retaining Walls $2.00 per linear ft.

requiring a building permit up to 50 Ft.

Each additional foot over 50 feet $1.00 per linear ft.
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Piers $1.00 per linear ft.

10. Flood Development Permit (in addition to other applicable building permit or land disturbance
fees)

Repairs & Maintenance No Fee
Remodels/Renovations No Fee
Additions $50.00
New Construction/Substantial Improvements $100.00
11. Re-Inspection Fee $75.00 first re-inspect

double the fee of the last re-inspect
for each subsequent re-inspection for
the same item

Inspections Not Otherwise Listed $50.00
12. Occupancy Permit (New Construction only) $50.00
Temporary Residential $300.00
Temporary Commercial $500.00
13. Communication Tower/Water Tank $20.00/vertical foot

Section |V Electrical Permit Fees for Repairs/Replacement/Extension of Service:

Temporary Service Pole $75.00 flat fee **
Repair permit fee $50.00
Minimum permit fee $100.00

(Includes: change out of existing service OR
installation of new service up to 200 amps)

Plus the following:
Service Upgrade or New Service

> 200 amps $0.25 per each amp over 200 amps)

Receptacles, Lights, Switches and Outlets as follows:

0-49 $30.00
50-above $45.00
Dryer $5.00
Baseboard Heat per unit $3.00
Miscellaneous $5.00
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Section V Plumbing Permit for Repairs/Replacement/Extension of Service:

Repair permit fee $50.00
Minimum Fee $100.00 plus $10.00 per fixture

Section VI Mechanical Permit for Repairs/Replacement/Extension of Service:

Minimum Permit Fee $100.00 plus following:
Change Air Handling Unit $30.00
Change Heat Pump $30.00
Change Boiler $40.00

Section VIl Gas Permit for Repairs/Replacement/Extension of Service:

Minimum Permit Fee $100.00 plus $20.00 per appliance

Section Vill Development and Site Plan Review Fees:

1. Single Family Dwellings
New Construction $150.00 per dwelling unit
Additions/Renovations/Remodels
(increased heated space, changes to coverage
or increased occupancy ***) $75.00 per unit
Additions/Renovations/Remodels
(No change to heated space, coverage

or occupancy) $25.00 per unit
Repairs & Maintenance
(within existing footprint) No Fee

2. Multi Family Dwellings, Duplexes,
Condominiums, Townhouses, Apartments $150.00 per dwelling unit

3. Motels/Hotels $100.00 per unit
4. Commercial Parking Lots, Commercial, Business and Multi-family Accessory Parking Areas
(other than single family residence). Note that this fee is in addition to other required review fees

for the same project)
$50.00 per space
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5. All other new development not included elsewhere in fee schedule (this fee is based on footprint
of proposed development or structure and is in addition to review fees for associated parking
areas.)

$0.75 per square foot
6. Plan of Development $250.00
7. Lots in a subdivision $500 plus $75/lot

Section IX Other Planning and Zoning Review and Application Fees:

1. Text Amendment to the Zoning Ordinance $350.00

2. Rezoning (Zoning Text/Map Amendment) $750.00 (plus $500/acre or any
fraction thereof beyond one acre)

3. Change of Use Permit if no site plan change is $200.00
required

4. Change of Use Permit requiring submittal of a new $250.00

site plan
5. Special Use Permit $400.00
6. Special Use Permit for home occupation $200.00
7. Special Use Amendment $250.00
8. Board of Adjustment Variance request $500.00
9. Group Development Application Fee $500.00
10. Group Development amendment fee $250.00
11. Exempt Plat review fees $300.00
12. Board of Adjustment Appeal $500.00
13. Zoning Compliance Certificate/Review Letter $400.00

14. Fire Marshall Inspections for Commercial Occupancy Permits

New Building Shell $60.00
Completed space > 500 square feet $30.00
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Completed space 501-5000 square feet $60.00

Completed space >5,000 square feet $100.00
15. Sign permit fees $50.00 per sign/max $200.00
Temporary Sign Permit $25.00 per 10 day period

+ $50.00 deposit

Community/Association Sign Permit Fee Waived but Application still
required and Building permit may
also be necessary

16. Signs removed from public rights of way or within
30" of centerline of public roads and picked up by
owner within 10 days—note after 10 days signs will
be discarded $25.00 per sign

17. Administrative Approvals/Reviews/Uses $250.00
not otherwise listed

18. Special Planning Board or Town Council Meeting
requested by Applicant $1,000.00

19. CAMA Minor Permit Established by CAMA

20. Land Disturbance Permit (w/o an approved building permit)
- Minor $25.00
Irrigation
Minor Grading Associated w/ Landscaping Project
Septic Repair in Same Location
- Intermediate $100.00
New Septic Installation
Driveway/Parking Improvements
Installation of Stormwater Retention Area
- Major $200.00
Significant Topographic Changes (Cutting/Filling)
Installation of Stormwater Conveyance
21. Fire/Burglar Alarm Permit (New) $50.00

Fire False Alarm Fees

First, Second, Third No charge
Fourth $150.00
Fifth Permit revoked; All previous fees to

date plus $200 reinstatement fee
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Police False Alarm Fees

First false alarm in a 30-day period No charge

Second false alarm in a 30-day period $25.00

Third false alarm in a 30-day period $50.00

Fourth false alarm in a 30-day period $100.00. Permit revoked. Must pay

all prior fees plus new permit fee.
22. Minor Home Occupation $50.00
23. Homeowners Recovery Fund Fee Established by state law

Resubmittal of expired site plan approvals
Site plan approvals expire 24 months after the date of
approval. After the expiration date of an approved site
plan a charge of 50% of initial review fee shall be paid
for a re-submittal when the following conditions are met:
a. Areview fee has been paid
b. Site plan approval has expired
c. No changes are being proposed in the re-submitted site plan

*Minimum building permit fee is $100.00
** Includes Floodplain Development and Site Plan Fees
*** Excludes projects where Flat Fees are charged

Work without a permit- A fee double the amount of the required permit will be charged for any
permit acquired after work has been started or completed.

Construction must begin within 6 months or permits will expire.

Penalty for failing to call for inspections 50% of original permit cost.

Permit renewal fee (must be renewed within 30 days of expiration) $100.00

Note that fees/permits/approvals may also be required for construction projects from other
local, state, and federal agencies. Examples:

--Water connection or review fees, health department fees, recordation fees by Dare County
--Wetlands permitting, U.S. Army Corps of Engineers

--Right-of-way review/dedication, North Carolina Department of Transportation

--Major CAMA permits, North Carolina Coastal Resources Commission
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Section X Administrative and Miscellaneous Charges:

1. Re-hearing/advertising $250.00
(at Petitioner/Applicant’s request)

2. Copy of Agenda Package per page charge below
(available free online)

3. Copy of Zoning Ordinance per page charge below
(available free online)

4. Copy of Land Use Plan per page charge below
(available free online)

5. Copy of Budget Document per page charge below
(available free online)

6. Copies of Requested Documents
81 x 11,11 x14 & 11 x17

(after the 5™ sheet) $.25 black & white per page
(after the 3" sheet) $.30 color per page
Large Plan/Plotter copies $1.50 per page
7. Insufficient funds charge (returned checks) $25.00 first time

(The Town Manager may require cash or cashiers check for future payments from
applicants who have submitted checks that were returned for insufficient funds)

8. Police Off-Duty $46.00/hour
9. Special Event Permit Application Fee $100.00
10. Room and Facility Deposits and Fees:

The following fees shall apply for the use of rooms and facilities unless waived by the
Town Manager, separate checks are required for deposits and fees:

Deposit for Rooms and Facilities (per room),

not including the Community/Meeting Hall: $50.00

Deposit for Community/Meeting Hall: $150.00

Deposits will be refunded after the date for which the room or facility was reserved.

Rental Fee for Rooms and Facilities (per room),
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not including the Community/Meeting Hall: $100.00

Rental Fee for Community/Meeting Hall: $500.00

Cleaning Fee for Rooms and Facilities (per room),
not including the Community/Meeting Hall: $50.00
Cleaning Fee for Community/Meeting Hall: $150.00

Monitor Fee for Rooms and Facilities
reserved after 5 p.m. or on holidays or weekends: $ 15.00 per hr.

e Priority One and Two groups and entities will not be charged any deposits or fees.

e Priority Three and Four groups and entities will be required to pay a deposit, monitor
and cleaning fee, but not a rental fee.

e Priority Five groups and entities will be required to pay all fees listed.

e Priority Four and Priority Five groups or entities may not use a room or facility more
than once in any three-month period.

Priority One: Town Council and its respective Boards and Commissions.

Priority Two: Town departments and Town sponsored events.

Priority Three: Homeowner, Property Owner, and similar organizations, provided
that the applicant is an organization located in the Town.

Priority Four: Non-profit organizations, including other governmental entities,
provided that the use of the room or facilities is for educational, business, or
professional meetings.

Priority Five: Other individuals, groups, or entities, provided that the activity for
which the room or facilities is to be used is non-commercial. Rooms and
Facilities in the Town Hall Complex may not be reserved for weddings, or similar
events.

Note: It is the policy of the Town that any fees submitted shall not be refunded.
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11. Duck Town Park Special Events Fees

Application Fee
Deposit*

Event where Town is major sponsor
Duck based not-for-profit

Outer Banks not-for-profit

Non-Outer Banks based not-for-profit

Off-Duty Duck Police Officer
Special Events Staff

$25  (non-refundable)
$200 (refundable)

None
$150
$300
$1,000

$46/Hr. with four (4) hour minimum
Staffing and fees assessed during
application process if applicable.

* In addition to any other required application fee such as those for the use of required off-duty police
officers, a $200 refundable deposit will be required. This deposit will be refunded following the event once
the Town is assured that the Duck Town Park area utilized by the event has been cleaned up and that all
requirements of the permit have been complied with. If damage exceeds the amount of the deposit, the
event sponsors are responsible for the cost of any additional repairs.
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Community and Organizational Profile

History

The land now known as Duck, NC, was
relatively uninhabited and unknown in
the first few hundred years after settlers
arrived in the New World. Originally part
of Currituck County, which was formed
in 1670 and encompassed much of what
we now know as the Outer Banks, Duck
was home to only a few inhabitants of
European descent. The community
became a part of Dare County in the
early 1900s, just a few decades after the
county was formed.

In these early years, life in the Albemarle
Sound and Atlantic Ocean drew
fishermen and hunters, but few tourists. With no paved roads until the early 1980s, Duck remained
a place for the adventurous visitor.

In 1984, The North Carolina General
Assembly established Duck as a
North Carolina Beautification District.
As a beautification district, an ad
valorem tax could be levied to
beautify the district and/or protect its
citizens. The initial levy provided for
the underground installation of
power lines  throughout the
community. The project resulted in an
uncluttered skyline, increased safety
for evacuation from the area (no
downed poles or wires) and
maintaining household power
through major storm periods.

From 1986 to 1988, the community agreed to continue the tax levy to construct a seven-mile
multiple-use trail. These funds were augmented by a $30,000 grant received from the Dare County
Tourism Bureau. Projects such as these preserved the small-town appeal of the area.
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In 1987, The Duck Civic Association was established to

represent the community in matters of public safety, land VOte Eor
use, and other public interests. In February of 1999, the |

Dare County Planning Director made the DCA aware that Duck

a plan was being submitted by Food Lion to build and

operate a 31,000 square-foot supermarket in Duck I t

Village, behind Herron’s Deli. In response to concerns ncorpora lon
over this plan, the DCA Board began to explore the Pt e e

possible incorporation of the community. Quick action by the board and community members Ied

to rapid progress. In the late summer and early fall of 2000, the voter signature process to petition
for incorporation was completed.

On November 6, 2001, voters voted “for” the incorporation of Duck. Duck was incorporated as the
sixth Town in Dare County on May 1, 2002. Since then, the Council and the community have
worked to preserve the beauty, welcoming atmosphere, and tranquil environment that have
always been at the heart of Duck.
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Geography

Duck is located in the northernmost part of Dare County and borders the Town of Southern
Shores, Currituck County, the Currituck Sound, and the Atlantic Ocean on the scenic Outer Banks
area of North Carolina. Access to Duck is via NC 12 which is also called Duck Road within the

Town limits.
OHIO % / g £.8
NPV N ) e s RICHMOND: /
\.(, CHARLESTON J =8 gl
P / p ey
AN WSt VIRGINIA prov‘Neﬂf\igjgiik‘g&?;H, o
Kortolk &

N VIRGINIA 4, !
VIR .

N, RDBaleyihe ¢

KENTUCKY /\\/\/ :

f"‘"’lg‘\\

The Town contains 2.32 square
miles and the Town's shoreline
stretches for seven miles along
the Atlantic Ocean. On the west

b =" 2 . . .
E;?Lfg*“?\ side of Town is Currituck Sound
“ AT & Do e | featuring a nearly mile-long
_4_,/”'—”' 2 Winston- | OGreensboro @ RALEIGH "-‘{53?;;‘5?*”‘3““ a ;
e NORTH EAROURIA *g», e boardwalk. These natural
NINESSEE s 3 AL N .
TENESSE iz AT features, along with the shops,
cKnoxville 1 i o Q)WI;! ° 1
[ ocharialiark Fayetlovill /j restaurants, and the other built
== : it environment  enhance  the
Yigronts o, atiantic| reputation the Town has as a
e "'.T‘:‘?’ . @ COLUMBIA _/'/‘;:3 OCEAN cottage commu nity, appealing to
W ... SOUTHCAROLINA j_{ tens of thousands of tourists
o ATANTA A i yearly.
WAL ‘Lﬁ_v%‘m
GEORGIA -4 2
4
Major employment, shopping, service, and N % Corvlla Owter Binks
. . \ i MNORTH CARCHINA
transportation centers are located in the Hampton s \
. .. . . . =, - X
Roads area of Virginia which is approximately 80 v fmhjieh W%
miles away. Elizabeth City, North Carolina, with Ee N S N e
shopping, service, and employment centers is \, 1'% Southern Shores
within 55 miles of Duck. Being as far east in North Ubemarle  gypy jout's \:
Carolina as we are, getting to Raleigh, our state N\
. . . . a5 hea
capital, requires 215-mile trip. P —— 1\
= \ By ---,-'l T Haér;aks \ L
= ( Istand -
\ : \
| | 'Stpuml.'w \
> oy ™ il
( |' ; Rodanthe g
| 4 Waves o
\ ; 4 Salvo #
\rnlrri:r:rllti:l‘cc.i. _-tf‘/
c ,-Si;ln ﬁuarter
! Pamlico
Avon o
Sound '
Eu:lan_;'
Frisco
.
ot Hatteras
ﬂu-.
i
DOcracoke

Page 31 of 251



Demographics

According to the US Census Bureau's American Community Survey (ACS), the Town of Duck has a
resident population of 581 as of July 2021. The chart below shows a pattern of relatively little
growth in the number of permanent residents of this community. The initial 2020 Census data
indicated a total population of 742, but the most recent dataset, the 2021 ACS, shows a population
of 581.

Duck Population
(per American Community Survey)
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Our resident population, as shown on the chart below, tends to be older than typically seen in
other parts of the state which is not unusual given our location and, in particular, distance from
major employment centers.
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The resident population, according to the ACS, is predominately white (98%), well-educated, and
compared to the County and State, has higher earnings.

Educational Attainment

Less than high
school graduate,
3.5%

Our median household income (MHI) is reported to be $107,083 compared to a County MHI of
$65,420 and a State MHI of $56,642.

Household Income

S0

Median Household Income= $126,563
80 - Mean Household Income = $144,735
70
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Local Employment

While Dare County, beyond the hospitality industry as a whole, does not have major employment
centers, there are two that employ over 500 people. The table below shows the County'’s top ten
employers.

Percentage of Total

(1)
Employer Employees County Employment %
County of Dare 751 3.36%
Dare County Schools 735 3.29%
Vidant Medical Center 250-499 1.68%
Village Realty 250-499 1.68%
Food Lion 250-499 1.68%
NC Department of Transportation 250-499 0.78%
Carolina Designs Realty, Inc. 100-249 0.78%
Twiddy & Company 100-249 0.78%
Wal-Mart Associates, Inc. 100-249 0.78%
Surf or Sound Realty 100-249 0.78%

(1) Employment data are only available in ranges. North Carolina Department of Commerce, D-4 Demand Driven
Delivery System.

(2) Total employment per Regional Economic Information System, Bureau of Economic Analysis, U. S. Department of
Commerce. Percentage of total employment based upon midpoints of ranges.

Source: Dare County, NC Comprehensive Annual Financial Report, Fiscal Year 2021-22.

During the first few months of the COVID-19 pandemic, the State and the County experienced
significant unemployment, but the numbers have mostly returned to pre-pandemic rates with the
main employment issue now being the lack of workers in hospitality, construction, and other
employment sectors. The chart below shows the County and State unemployment rate beginning
in 2019.
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Land Use

According to the 2019 ACS, Duck had 2,941 housing units, 83% of which are single-family homes,
and 275 households. This is reflective of the large number of rental/second homes in Duck. Below
is descriptive language and other information from our recent CAMA Land Use Plan update.

Duck's linear form significantly defines its character. Duck Road runs north-south along the
Currituck Sound and is Duck's main commercial road. Most residential roads, which are typically
private, are cul-de-sacs that extend east from the Highway.

Development and density in Town are limited by zoning restrictions and the dependence on septic
for wastewater treatment. With these limitations, development in Duck is generally of a cozier,
more relaxed scale than neighboring towns.

Duck Village - Buildings in Duck Village typify the coastal style popular around Town and generally
include pitched roofs. Commercial sites are usually one of two types: a single building on a parcel
with parking often to the side of the building or between the building and the street, or a multi-
building development around shared parking. Unlike typical town centers, which feature a
prominent main street onto which buildings and their tenants face, Duck has a linear center with
two fronts: Duck Road and the boardwalk. Buildings on the east side of Duck Road face the road
and are sometimes set back by parking. Buildings on the west side of the road often have activity
focused on the boardwalk and sound side as well.

Roadside Commercial- These parcels frequently house commercial and recreational uses between
Duck Road and the Currituck Sound. Buildings are stylishly coastal and are generally no more than
two stories high. The structures are set back from the street to allow for access to the water.

The Sanderling Resort- The Sanderling Resort's buildings contain a range of uses and are larger
in scale than most of the Town's development. Much of the open space contains recreational
amenities.

Single-Family Residential - In a sense, Duck is a collection of neighborhood associations. Detached
homes in Duck represent over 65% of the land area. While there are some single-story homes,
many have two to three stories of livable space set over a parking area. Homes on the interior of
the island are sited to take advantage of the street. Along the beaches and the Sound, homes are
accessible from the street but front the water, with patios and pools set within the dunes on the
ocean side.

Attached Residential - Multifamily housing in Duck varies in scale, typology, and layout. These
homes are some of the taller buildings in the Town, reaching four stories in some locations.
Developments generally contain several distinct buildings of clustered homes with shared parking.
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Accessory Dwellings - There are Accessory Dwelling Units (ADUs) in residential and Village
Commercial areas of the town. Many apartments are located above businesses and often function
as seasonal or workforce housing.

Data on the overall number of short-term rentals is difficult to ascertain. The most current data
from the 2017 American Community Survey Estimates indicate there are 2,633 vacant housing
units for seasonal or recreational use. For comparison, AirDNA data pulled in May 2019 indicate
324 active rentals, though this only accounts for listings active on Airbnb and not the whole short-
term rental market or second homes which are only seasonally occupied. AirDNA data also
indicates a peak month of July with a 100% occupancy, an average rental size of 4.3 bedrooms,
with an average of 10.6 guests per rental. "Whole house rentals” are classified as 99% of the rental
market. This information is corroborated based on conversations relating to the short-term rental
market in the area.

The following assumptions are made:

o Census data from 2017 on seasonal, recreational and occasionally occupied units (2,633)
was used to calculate the seasonal occupancy. Most of these units exceed four bedrooms.

o The short-term rentals reflect the general housing stock within Duck (based on the number
of bedrooms and unit distribution).
Peak occupancy rate for units used is 90%.
July is assumed to be the peak month which correlates with AirDNA data and Occupancy
Tax data from Dare County.

To develop the seasonal population that corresponds to the short-term occupants, ranges from
1-14 persons per housing unit were assigned based on the number of bedrooms per unit. A low
and high estimate of persons is used based on bedrooms for each type of housing unit which
corresponds to the general housing stock within Duck:

Estimated Short-Term Occupancy in the Peak Month
Number of Bedrooms . , High
Occupancy Housing Unit : . Low Occupancy
Rate Distribution (i) Housing Units Estimate Oé:c-._npancy
stimate
Studio 4% 116 104 209
1 Bedroom 6% 153 275 412
2 Bedroom 90% 7% 195 526 877
3 Bedroom 13% 337 1.517 2,502
4 Bedroom 38% 1008 7.261 8,620
5 or more bedrooms 3% 824 7417 10,380
2,633 17,100 23,000
i) American Community Survey 2017 data on unit distribution in Duck
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Town Government

The Town of Duck operates under the Council-Manager form of government. All five members of
the Town Council (Council) are popularly elected, in non-partisan elections, to serve two-year
terms with all five members running on the same election cycle. The Town Council is the legislative
and policy-setting body.

The Mayor is elected by and from among the Town Council, is the presiding officer at Council
meetings, and has other duties as prescribed by the Town Charter. The Mayor Pro-Tempore, also
a member of the Town Council and elected by same, serves in the role of Mayor should the Mayor
be absent or otherwise unable to serve.

The Council appoints a Town Manager to direct the administrative and day-to-day affairs of the
Town. The Manager works for the Town Council as a whole and is the supervisor of Town staff
and, by law, the Town's Budget Officer. The Manager provides the Council with regular reports
regarding the operational and financial condition of the Town and works with the Council to
establish and implement long-range plans. Other duties of the Town Manager are prescribed as
a matter of law in Chapter 160A-148 of North Carolina General Statutes.

The Council appoints volunteer boards to serve in advisory, planning and quasi-judicial capacities
in accordance with their duties. Following is a brief description of each advisory
board.

Planning Board - The five-member Planning Board, according to our Code of Ordinances (Section
30.38) shall have the duty of to prepare plans and to coordinate the plans of the Town and those
of others so as to bring about a coordinated and harmonious development of the area.

Board of Adjustment -The five members and two alternates are a "quasi-judicial” administrative
body appointed by Town Council to interpret and apply the Town of Duck Code of Ordinances.
This Board will hear and decide appeals from any administrative official charged with enforcing
the Town of Duck Code of Ordinances; they will also hear special exception and variance requests
as allowed by in the Town of Duck Code of Ordinances. This Board meets on an “as-needed” basis.
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Organizational Chart

This organizational chart reflects each of our full-time positions.

Residents, Property Owners, Business Owners and Visitors to the Town of Duck
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Introduction to the Budget
Basis of Accounting

This budget is prepared using the modified accrual method of accounting for all funds, the same
method used for our accounting practices and for our audited financial statements. This approach
to accounting recognizes revenues when they become measurable and expenditures at the time
the liability is incurred. All revenues and expenditures must be included in the annual budget
ordinance, or the appropriate capital project ordinances. Any operational appropriations that are
not expended or encumbered at the end of the fiscal year shall lapse.

The accounts of the Town are organized and operated on the basis of funds and account groups.
A fund is an independent fiscal and accounting entity with a self-balancing set of accounts
comprised of assets, liabilities, fund equity, revenues, and expenditures or expenses as
appropriate. Fund accounting segregates funds according to their intended purpose and is used
to aid management in demonstrating compliance with finance-related legal and contractual
provisions. The minimum number of funds is maintained consistent with legal and managerial
requirements. The account groups are not funds but rather a reporting device used to account for
certain assets and liabilities of the governmental funds that are not recorded directly in those
funds. The Town of Duck maintains one major fund: The General Fund. Capital expenditures
associated with beach nourishment in this fund are accounted for in a Beach Nourishment Capital
Reserve Fund.

The General Fund is used to account for resources traditionally associated with government that
are not required legally or by sound financial management to be accounted for in another fund.
This fund is established at the inception of a government and exists throughout the government’s
life.

The Chart of Accounts, the listing of all revenue and expense accounts, is reflected on the budget
worksheets the reader will see in this document, and is the basis upon which our financial software
package manages information. A subsequent section of this document describes the need for
changes in our Chart of Accounts and provides a summary of those changes.

The budget worksheets contained in this document show a level of detail that is far greater than
shown in the budget ordinance. The budget ordinance is the legal instrument that guides our
spending and is adopted by department. The process of amending the budget is described later
in this document.

Page 39 of 251



North Carolina Local Government Budget and Fiscal Control Act (the Act)

North Carolina General Statute 159-7(c) states “It is the intent of the General Assembly...to
prescribe for local governments and authorities a uniform system of budget adoption and
administration and fiscal control.” This Act mandates many of the actions the Town takes to
prepare, adopt, and administer the annual budget.

Section 159-8 of the Act requires that the Town adopt an ordinance containing a balanced budget
for each of the funds managed by the Town and sets the fiscal year as beginning July 1 and ending
June 30. According to the Act, a budget is balanced when the sum of estimated net revenues and
appropriated fund balances is equal to appropriations. The budget for the General Fund is
balanced in accordance with this law. The budget ordinance also includes, as required by the Act,
the property tax levy and rate and the MSD tax levies and rates.

Section 159-9 of the Act dictates that, in towns operating under a Council-Manager form of

government, like Duck, the Manager is to be the Budget Officer and dictates the timing of the
budget process. This is described in a subsequent section of this document.
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Annual Budget Process

The importance of the budget cannot be overstated. The budget document outlines policy
direction, guides management decisions, and provides citizens with an understanding of how the
Town uses public money, establishing accountability. The Town operates under an annual budget
ordinance adopted by the Town Council in accordance with the provisions of N.C.G.S. 159, also
known as the Local Government Budget and Fiscal Control Act (LGBFCA). The Town Council must
adopt a balanced budget before the start of the fiscal year on July 1.

Budget Calendar

North Carolina General Statutes 159-10 through 159-13 set forth requirements for a budget
calendar to denote specific days on which certain steps of the budget process are to be performed.
The Town'’s complete budget calendar can be viewed under the Budget Calendar section of the
budget document.

N.C.G.S. prescribed dates:

N.C.G.S. 159-10
Before April 30 of each fiscal year (or an earlier date fixed by the budget officer), each
department head shall transmit to the budget officer the budget requests and revenue
estimates for his department for the budget year.

N.C.G.S. 159-11 (b)
The budget with a budget message shall be submitted to the governing board no later
than June 1.

N.C.G.S. 159-1 (a)
Not earlier than 10 days after the day the budget is presented to the board and not later
than July 1, the governing board shall adopt a budget ordinance making appropriations
and levying taxes for the budget year in such sums as the board may consider sufficient
and proper, whether greater or less than the sums recommended in the budget.

Our budget process begins sooner and continues to run ahead of what is required under state
law in order to ensure ample time for Town Council direction and public comment.

Here is the budget calendar, as approved by the Town Council:

October 3, 2022: Issue FY 2024 CIP forms to Department Heads
November 14, 2022: Deadline for submission of CIP forms to Town Manager
November 28, 2022: Draft CIP Worksheet Reviewed by Department Heads
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December 1, 2022:
January 6, 2023:
January 18, 2023:

February 3, 2023:

February 15-16, 2023
March 1, 2023:
March 1, 2023:
March 6, 2023:
April 10, 2023:

April 19, 2023:

April 20, 2023:
May 3, 2023:

May 17, 2023:

June 7, 2023:

New Line-ltem Additions due to Finance Administrator
Preliminary FY 2024 Budget Worksheets Distributed to Department Heads
Town Council Strategic Planning Session (mid-month meeting)

Position Reclassification and Career Development Requests to Town
Manager

Town Council Retreat — Including CIP Review

Preliminary Revenue Projections Completed

Deadline for submission of budget requests to Town Manager
Department Head Meeting — Preliminary Budget Review

Town Manager develops FY 2024 revenue estimates

Town Manager discussion of FY 2024 budget with Town Council (mid-
month meeting)

Notice for public hearing posted and submitted to newspaper
Public Hearing regarding the Draft FY 2024 Budget

Town Council Work Session concerning FY 2024 budget (mid-month
meeting — if required)

Adoption of FY 2024 Budget and Capital Improvement Plan (regular
meeting)

The Budget Process Cycle

Five phases shape the budget process: 1) goal setting and direction, 2) preparation and requests,
3) adoption, 4) implementation, and 5) summary of transactions. These phases have some overlap
and show that the budget is not just a once-a-year task, it's something that is developed and
interacted with throughout the year.

Goal Setting & Direction

Because the budget is such an important tool, it is important that clear goals and direction be
established before actual preparation begins. Staff uses the Vision 2032 document, approved
plans, and input from the Council during the Strategic Planning session and annual Retreat to
understand the goals for the coming year’'s budget.
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Preparation & Requests

Preparation for the Town budget begins in December with work beginning on the Capital
Improvement Plan (CIP). Department directors work with their teams and the Town Manager to
determine capital needs and prepare documentation to put together a draft CIP to share with
Council at their Retreat in February. Part of this process also includes identifying funding sources,
including any grant opportunities that may exist for projects under consideration. Once CIP
requests are made, staff works to develop revenue and expenditure projections to estimate the
CIP effects on the Town's operating budget and financial condition.

At the beginning of January, the Town Manager provides each department with a budget packet
containing their current operating budget, budget worksheets and instructions. Department
directors are responsible for estimating departmental expenditures and submitting their requests
and proposed departmental budgets by March 1. The Town Manager then meets with
Department Directors and others to discuss budget requests to prepare a “gross needs”
expenditure budget. This includes all personnel requests, capital items, non-capital purchases,
debt service, and program expenses.

During the first week in April, using local and state (NCLM) resources, the Town Manager develops
estimates for revenue for each of the sources. Once revenue is estimated, the Town Manager and
Department Directors meet to discuss the need for reducing the expenditure side of the budget
in order to present a draft budget, without adjustment to tax revenue, to the Town Council at their
mid-month meeting in April. The Town Manager will present, with this draft, a list of personnel,
purchase, etc. contained in the “gross needs” budget to the Town Council to provide a look at the
needs in the unbalanced budget in order to get guidance from the elected leaders as to their
relative priorities in terms of these needs.

After receiving Council input and direction at the April meeting, the Town Manager and
Department Directors work to include the direction from Council in the next draft of the budget
which is presented to the Council at their mid-month meeting in May. Following this meeting the
notice for the Public Hearing on the proposed budget is published and posted as required by
statutes.

Adoption

At their regular June meeting, Town Council conducts a public hearing on the draft budget and
officially votes to adopt the budget by approving a budget ordinance. Should more work be
necessary on the budget following the hearing, Council may delay adoption until their mid-month
meeting in June. The budget ordinance establishes the spending limits for each department in the
upcoming fiscal year. The adopted budget document is a guide that provides Town Council and
management staff with a mechanism for evaluating budgetary and organizational performance.

Implementation

Once the budget is adopted, departments have the ability to expend funds in accordance with
the approved budget. The implementation phase may also include budget transfers and budget
amendments throughout the fiscal year. Changes in revenues and expenditures can occur that
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require the budget to be amended or funds to be transferred between accounts to adjust to the
changes. Transfers and amendments allow Town Council and management staff to be proactive
in addressing changes in the economy or taking advantage of unforeseen opportunities. Budget
transfers and amendments must adhere to the balanced budget requirements and impose no
additional tax levy liability on citizens. The Town Manager can make line-item adjustments within
a department, however, all budget amendments, per Town policy, must be approved by the Town
Council.

Summary of Transactions

The final phase of the budget process involves reporting on all financial transactions throughout
the fiscal year and performing a financial audit. Town staff prepare monthly reports throughout
the fiscal year so that the Town Council can monitor the Town'’s expenditures and revenues. At
the end of the year, the Town Manager is responsible for generating an end-of-year report that
details the Town’'s expenditures and revenues. This is done with the help of an independent
accountant who prepares annual financial statements and an independent auditor who annually
reviews the Town'’s finances in order to certify that the final reports accurately represent the
Town'’s financial condition. The Annual Financial Information Report (AFIR) must be submitted to
the NC Department of State Treasurer by November 1, of the following fiscal year. Current and
past annual reports are available for citizen review at Town Hall or online through the NC
Department of State Treasurer website.

The diagram below shows the cyclical nature of the budget cycle with no real time spent not
interacting with the annual budget, either the one currently in effect, the one from the prior year,
or the one for the subsequent year.

Adoption of

Annual Budget

P

Implementation

y 4
Budget Workshop May- July-

June August

Mar- Sept-
April Oct Annual Financial
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Debt

Computation of Legal Debt Margin

North Carolina General Statutes impose a limit on the amount of bond debt any local government
can incur. This debt ceiling is eight percent (8%) of the total assessed value of real and personal
property. As of July 1, 2023, our gross debt obligation is $5,213,916, the majority of which is for
the two bond issues to pay for the 2022 Beach Nourishment project.

Assessed Value of Real and Personal Property: $ 1,858,685,432 (2023 assessment)
Debt Limit (8% of assessed value): $ 149,066,572
Debt (net) Applicable to Limit (as of 7/1/2023): $ 4,325,181

Legal Debt Margin: $ 144,741,391

Types of Debt Financing

The following is a common list of financing options used by local governments in North Carolina
to issue debt.

General Obligation Bonds

General Obligation (GO) bonds require voter approval because the debt is secured by the taxing
power of the local government. When a local government issues GO bonds, they promise to pay
back the loan by using all revenue available at its disposal, including its ability to raise taxes. GO
bonds in North Carolina require approval of the North Carolina Local Government Commission
(LGC). GO bonds typically have the lowest interest rates and twenty-year terms.

Revenue Bonds

Revenue bonds are secured and repaid from specific revenues and can only be used to finance
revenue-producing projects. Revenues earned from these projects repay the bond. These
revenues are most often the net earnings from enterprise or self-supporting utilities. Revenue
bonds are commonly used to finance electric or water and sewer capital improvements. The LGC
requires an independent, nationally recognized consulting firm to conduct a feasibility study and
that revenues from the project be 20 percent greater than total debt service costs and operating
expenses of the projects.

Special Obligation Bonds

A special obligation is secured by a pledge of any revenue source or asset available to the
borrowing government, except the unit's taxing power. In a broad sense a revenue bond is a type
of special obligation bond. The term “special obligation”, as used in North Carolina, however,
refers to debts secured by something other than (or in addition to) the revenues from the asset
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or system being financed. In our case, we pledge proceeds from MSD taxes, Occupancy Tax
revenue, and Land Transfer Tax revenue in order to provide sufficient coverage for the debt service
for these bonds.

The authority to issue special obligation (SO) bonds is very limited and includes allowing a
municipality to issue SO bonds for any project for which a municipality is authorized to create a
municipal service district (MSD). Because the debt market perceives the security for special
obligation debt as weaker than the security for general obligation debt, the market normally
demands of special obligation debt some of the same covenants and other safeguards demanded
of revenue bonds.

Installment Purchase Agreements

Installment purchase (IP) (or lease-purchase) financing can be either short-term or long-term. This
type of obligation is privately placed with a financial institution or vendor. The security for the
obligation is typically the asset being purchased or constructed. Bank-qualified IP agreements,
when less than $10 million borrowed in the calendar year, allow local governments to borrow
money at a lower rate than conventional loans because lenders do not have to pay taxes on the
interest portion of the payments it receives. This type of financing is typically used by the Town
for items such vehicles, equipment, and some facilities. For large IP agreements, the LGC must
approve the debt.

Certificates of Participation

Certificates of Participation (COPs) operate similarly to an IP except that the debt is publicly traded
rather than privately placed. COPs typically have higher interest rates than GO bonds because the
debt is secured by a pledge of the asset being purchased or constructed and funds resulting from
the project being financed and cannot be secured by the “full faith and credit” of the government.
The local government uses revenue to pay off debt on a capital project. Unlike revenue bonds,
local governments can use the revenue from the entire unit to pay off the debt and are not limited
to using revenue only produced by the financed project. COPs are typically financed for ten- to
twenty-year terms. This type of financing is typically considered for a revenue-generating project.

Tax Increment Financing Bonds

Tax Increment Financing (TIF) bonds are high risk for investors because the debt is secured on
anticipated increases in property value. A TIF project begins by designating an area as a TIF district
and determining a base property value. The base valuation is set for a specific number of years,
during which time public and private investments should improve the property. The increase in
value over the base valuation is the increment. Local governments continue to accrue taxes levied
on the base valuation for normal operations. Additional taxes levied on the increment are for the
repayment of debt service or other qualifying needs associated with the TIF. At the end of the
specified time, all debt associated with the TIF is amortized and all tax revenues can be used at
the discretion of the local government. A successful TIF project is dependent upon an increase in
the property value of the designated district. The inherent risk in TIF is the assumption that
property values will increase enough to repay the associated debt. TIF bonds can be financed for
up to thirty years.
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Our Debt Obligation

As of June 30, 2023, the Town's debt obligation, or total outstanding debt, is $5,213,916. The table
below shows the amount budgeted to pay for the debt service on outstanding debt issuances. It
is worth noting that the FEMA portion of the Beach Nourishment debt is issued as a one-year
renewable Special Obligation Bond that was renewed, in FY 2022-23, for an additional year due
to project delays. Therefore, we would pay the principal of the current bond using proceeds from
the newly issued bond as we await reimbursement from FEMA for their portion of the project

costs.
Issue Year Project Finance Type  Amount Issued  Term Interest ~ FY2023-24  FY 2023-24 Total
Years Rate Principal Interest  Debt Service
Installment
010  TownHalland ParkRefinance " 3,000,000 15 125% 133333 500 138333
Purchase
Installment
) Vehides (5) notaimen 238623 4 122% 79,537 1,953 81,490
Purchase
. Installment
) Radios 406273 4 12% 135418 3134 13878
Purchase
) Special
) Beach Nourishment P 2,407,148 5 188% 474917 30585 505502
Obligation Bond
. Special
022 BeachNourishment(FEMA) 0 2,425,511 1 168% 245511 6135 2486876
Obligation Bond
Installment
012 FireEngine [engine 111) o Ten 500,000 0 270% 56,204 1518 57,721
Purchase
TOTAL 3,408,664

The table on the next page shows the remaining debt on each of these outstanding loans.
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Current Debt

Town Hall and Park Refinance 800 MHZ Radios Engine 111 Patrol Vehicles
Amount| 3,000,000 406,273 500,000 238,623
Term|15 years (2010) 3 years (2022) 10 years 3 years (2022)
Interest|1.25% (reset from 3.21%) 1.22% (IF) 2.7% (IF) 1.22% (IF) Current
Fiscal Year | Principal Interest ~ Total Debt Load Principal Interest  Total Debt Load Principal Interest  Total Debt Load Principal Interest  Total Debt Load
(start of FY) (start of FY) (start of FY) (start of FY)
2023 216,667 7,708 224,375 616,666 133,786 4957 138,742 406,273 54726 2995 57,721 110,930 78578 2911 81490 238,623
2024 133,333 5000 138333 399,999 135418 3324 138,742 272,487 56,204 1518 57,721 56,204 79,537 1,953 81,490 160,045
2025 133,333 3333 136,666 266,666 137,070 1672 138742 137,070 0 80,507 982 81,490 80,507
2026 133,333 1,668 135001 133,333 0 0 0
2027 0 0 0 0
2028 0 0 0 0
Beach Renourishment Beach Renourishment (FEMA)
Amount|2,407,148 2,425,511
Term|5 years (2022) 1year (2022)
Interest|1.84% (SOB) 5.06% (SOB)
i o Debt Load o Debt Load L Debt Load
Fiscal Year | Principal Interest  Total Principal Interest  Total Principal Interest Total  (start of
(start of FY) (start of FY) )
2023 474917 39,323 514,241 2,374,587| 2,425,511 39,778 2,465,289 4,851,022 (3,384,186 97,673 3,481,858 8,598,101
2024 474917 30,585 505502 1,899,670| |2,425511 61,365 2,486,876 2,425,511| |3,304,920 103,744 3,408,664 5,213,916
2025 474917 21,846 496,764 1,424,752 0 825,828 27,834 853,662 1,908,995
2026 474917 13,108 488,025 949,835 0 608,250 14,775 623,026 1,083,168
2027 474917 4369 479,287 474917 0 474917 4369 479,287 474917
2028 0 0 0 0 0
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Debt Ratios

The large costs associated with future capital projects, as described in the Capital Improvement
Plan, may require financing, which results in debt obligation for the Town. The Local Government
Commission (LGC) and bond rating agencies assess the Town's ability to incur and repay debt
through various debt capacity ratios and indicators. The Town evaluates net debt as a percentage
of total assessed value of taxable property, the aggregate ten-year principal payout ratio, and the
ratio of debt service expenditures as a percent of total fund expenditures.

The chart below shows the total debt load (amount of principal outstanding) at the beginning of

each fiscal year and the amount of debt service (principal and interest) due in that year for all
outstanding debt and future debt contemplated by the CIP.

Total Debt Load and Debt Service
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When Beach
Nourishment debt
30% service expenses are
included, our policy
sets the target at no

Debt Service as % of Total Expenditures

25%

20% greater than 20% of
total expenditures. This
1% chart shows that, in FY
10% 2024 we exceed this
target for just one year.
= This is due to the

short-term borrowing

we will n in
"v@b"sgé\ "Sgb%'\?%q "v@‘o ar?ticipatissd © 9 of

reimbursement from
FEMA for Hurricane Dorian-related damage being repaired in our beach nourishment project. We
borrowed $2.4 million in FY 2022 and renewed the bond in FY 2023. We will retire this debt with
revenue from FEMA once our project is complete and closed out. Absent this short-term, and
atypical borrowing, we remain well within policy guidelines.
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Our goal is to amortize at
least 55% of our total debt 10-year payout ratio
in 10 years or less. Assuming  100%

new debt service is issued 90%

per the CIP, we should be 80%
within this goal, but come 7%
close in FY 2028-29 due to ~ °%*
new debt for the next beach jx
nourishment project and
some longer-term debt for
a new public safety building ~ 10%
by shortening the term of 0%
the loan, but that has

impacts on other parts of

the budget.
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Budget Summary

Revenues by Source

Source FY23-24 FY23-24 Variance v. % Change
Request Approved cy

Ad Valorem Taxes 4,141,643 4,141,643 44,813 1.1%
MSD Taxes 1,009,030 1,009,030 5,747 0.6%
Local Government Sales Tax 1,900,000 1,900,000 100,000 5.2%
Real Estate Transfer Tax 425,000 425,000 (75,000) -9.1%
Occupancy Tax 2,000,000 2,000,000 150,000 7.0%
Grants 2,902,239 2,902,239 540,067 256.3%
ABC and Beer & Wine 91,800 91,800 20,100 23.0%
Utility Taxes 410,000 405,000 2,000 0.5%
Permits and Fees 176,500 176,500 10,000 4.9%
Investment Earnings and Sale of Assets 405,000 405,000 369,000 489.6%
Transfers 566,868 566,868 (7,262) -2.2%
Debt Proceeds 0 0 0 0.0%
Fund Balance Appropriated 0 0 (332,161)

Other Revenue 109,160 109,160 12,478 43.6%
Total 14,137,240 14,132,240 839,782 6.3%

Permits and Fees Revenues by Source FY23-24

[e)
1.2% Investment Earnings  Transfers

Utility Taxes and Sale of Assets 4.0% Other Revenue
2.9% 0.8%
ABC and Beer &
Wine

0.6% Ad Valorem Taxes

29.3%

MSD Taxes
7.1%

Occupancy Tax Local Government
14.2% Sales Tax
13.4%

Real Estate
Transfer Tax
3.0%
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Expenditures by Function

FY23-24 FY23-24 Variance v. |
. % Change
Function Request Approved cYy
General Government 1,904,704 1,728,960 (23,865) -1.4%
Public Safety 4,923,225 4,822,285 305,309 6.8%
Streets & Highways 3,328,994 3,248,994 368,274 12.8%
Community Development 376,148 373,828 48,445 14.9%
Environmental Protection 2,360,495 2,260,495 104,618 4.9%
Recreation & Special Events 227,000 227,000 1,551 0.7%
Transfers and Contingency 1,459,587 1,470,677 35,450 2.5%
Total 14,580,154 14,132,240 839,782 6.3%

Expenditures by Function FY 23-24
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Revenue

This section outlines the basis for the budget numbers we use in the revenue portion of our
budget. Each major source is explained below to give some background on the source of the
revenue and to give the reader an indication of the stability of the sources. We then propose an
estimate of the growth or reduction for each of the revenues based upon guidance from the North
Carolina League of Municipalities’ revenue projection report and other reliable sources including
Dare County.

Revenue Sources (In the order they appear on the budget worksheet on page 1)

FY21-22 FY22-23 FY23-24 FY23-24 Variance v. % Change
Account Description Actual Budget Request Approved (44

Ad Valorem Tax 4,065,144 4,060,329 4,109,143 4,109,143 48,813 1.20%
MSDA 649,949 647,411 652,271 652,271 4,860 0.75%
MSDB 355,633 355,872 356,759 356,759 887 0.25%
Motor Vehicle Tax 36,662 35,000 27,500 27,500 (7,500) -21.43%
Prior Year Tax, Penalties & Interest 4,361 1,500 5,000 5,000 3,500 233.33%
Local Government Sales Tax 1,913,101 1,800,000 1,900,000 1,900,000 100,000 5.56%
Real Estate Transfer Tax 826,337 500,000 425,000 425,000 (75,000) -15.00%
Occupancy Tax 2,131,759 1,850,000 2,000,000 2,000,000 150,000 8.11%
Visitor's Bureau Grant 147,806 225,806 225,806 78,000 52.77%
State and County Grants 44,500 569,669 569,669 525,169 1180.16%
Shoreline Grant (County) 206,212 24,000 24,000 24,000 0 0.00%
Government Access Channel Grant 4,504 5,000 5,000 5,000 0 0.00%
Federal Grants 0 0 #DIV/0!
FEMA Grants 1,693,753 1,693,753 1,693,753 0 0.00%
NFWF Grant 384,011 384,011 384,011 0 0.00%
COVID-19 Relief Fund/ARP 63,102 (63,102) -100.00%
Beer and Wine 2,953 1,700 1,800 1,800 100 5.88%
Utility Franchise Tax 389,091 403,000 410,000 405,000 2,000 0.50%
Building Permits 184,423 160,000 170,000 170,000 10,000 6.25%
Reinspection Fees 0 0 0
Other Permits 17,227 6,000 6,000 6,000 0 0.00%
Permits and Fees - Other 160 0 0
Superior Clerk of Court 617 350 500 500 150 42.86%
Solid Waste Disposal Tax 561 560 560 560 0 0.00%
Gain on sale of vehicles & Other Surplus Assets 60,059 5,000 55,000 55,000 50,000 1000.00%
Investment Earnings 15,304 31,000 350,000 350,000 319,000 1029.03%
ABC and Mixed Beverage Profits 84,416 70,000 90,000 90,000 20,000 28.57%
Other 10,714 8,000 8,000 8,000 0 0.00%
Sponsorship Revenue 13,000 22,500 35,000 35,000 12,500 55.56%
Merchandise Revenue 3,384 12,000 20,000 20,000 8,000 66.67%
Building Rental Fees 223 500 500 500 0 0.00%
Miscellaneous Income - Other 357 53,172 45,000 45,000 (8,172) -15.37%
Police Donations 100 100 100 0 0.00%
Transfers from Capital Reserve 0
Transfers from Beach Nourishment Fund 329,832 574,130 566,868 566,868 (7,262) -1.26%
Debt Proceeds 644,896 0 0
Fund Balance 332,161 (332,161) -100.00%

Total 11,950,876 13,292,458 14,137,240 14,132,240 839,782 6.32%

Page 53 of 251



Ad Valorem Property Tax

The property tax is levied against the real property, personal property, and motor vehicle tax bases.
The Latin phrase Ad Valorem simply means “according to value”. The value, or the tax base,
consists of real property (land, buildings, and other improvements to the land); personal property
(boats, business equipment, etc.); the property of public service companies (electric, telephone,
railroads, etc.), and automobiles.

Our tax base is determined by assessments performed by the County assessor’s office and taxes
are collected with County taxes and remitted to us. We pay the County a 1.5% fee to collect Real
and Personal Property Taxes.

Our tax base, as shown in the chart that follows, increased over $202 million or 12.5% in FY 2021
due to the latest revaluation by Dare County. North Carolina law requires all counties to reappraise
or revalue real property at least once every eight years. The purpose is to make sure property
values accurately reflect their market value so that the property tax burden is spread equitably
among all property types. Dare County departed from this standard and conducted the
revaluation in 2020 resulting in a seven-year cycle.

Duck Assessed Valuation (Fiscal Year)
2,500,000,000

2,000,000,000

1,500,000,000

1,000,000,000 l l l l l l l l l l l

500,000,000

2012 2013 2104 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
(est)

The budgeted amount for these revenues, according to State law, must be based upon the total
levy from the current tax base, estimated to be 0.25% greater than the base in FY 2022-23, as
modified by our actual rate of tax collection in the previous year which was, per the FY 2021-22
Audit Report, 99.99%. State law requires that the tax rate be uniform unless the legislature grants
the locality permission to establish a special service district like our Municipal Service Districts.
State law also limits the rate a locality may charge to a maximum of $1.50 per $100 of assessed
valuation.
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In this budget, our proposed rate remains unchanged at $0.22 per $100 of assessed valuation.
The rate dropped in FY 2020-21 due to revaluation and reflects a revenue-neutral rate, thus no
real change in tax revenue. It was increased in FY 2021-22 to meet the needs of a growing
community, staff, and needed capital projects.
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This table shows the tax liability for different assessed
property values. We show the impact both annually
and monthly as there are taxpayers who pay annually
and others who pay their tax liability to escrow as part
of their monthly mortgage payment.
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In addition to the Town-wide property tax rate, the Town of Duck was granted authority to create
two municipal service districts (MSDs) and collect a separate tax on properties in each, with the
revenue from this tax restricted to expenses related to beach nourishment projects. The original
rates associated with these MSDs were, in FY 2020-21, determined to no longer be necessary to
fund the debt for the 2017 project so the rates were adjusted to a level that continues to cover
debt service. Specifically, estimated debt service principal costs for the renourishment project were
proposed to be divided equally between MSD-A (all properties in the project area) and MSD-B
(only oceanfront properties in the project area) while accounting for a percentage of needed
revenue from other general fund sources.

In FY 2020-21 the tax rate for MSD-A dropped to $0.1296 and MSD-B to $0.285 due to both the
revaluation and the adjustment in the amount of funding required to meet debt obligations. The
rates for both MSDs are proposed to remain unchanged in the FY 2023-24 budget. Maintenance
of the project through renourishment occurred in the spring of 2023, and the actual debt service
payments, which began in FY 2022-23, will require continued collection of MSD taxes at rates set
during each year’'s budget preparation cycle. Based upon current modeling, there does not appear
to be any need to increase the MSD rates in the foreseeable future and we predict that the tax
revenue generated will allow for a reduction in the need for debt for the next beach maintenance
cycle in 2027, even after purchasing a property in the nourishment area to assure long-term access
for nourishment and maintenance operations.

The tables on the following page show the predicted property valuation in each MSD and the
current and historical MSD tax rates.
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MSD Assessed Value - FY 2024
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Sales/Use Tax

Essentially two tax types: The Sales Tax on the retail sale or lease of tangible personal property
and on the rental of hotel and motel rooms, and the Use Tax, an excise tax on the right to use or
consume property in North Carolina or elsewhere.

All local sales taxes are collected by the State, along with their 4.25% sales tax, and the local
portion is distributed (after the State subtracts collection costs) to the 100 Counties in the state.
Once the County receives the proceeds, it distributes them to the localities within that County by
one of two methods; per capita or Ad Valorem. The method is determined by the County Board
of Commissioners. Dare County uses the Ad Valorem method whereby our share is determined
by the proportion our tax levy bears to the total levy of all local government units in the County.
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The County, at its discretion, may change the distribution method during the month of April each
year with the change effective the following year.

This table shows the 2022 levy in each town and the corresponding proportion of the total levy.

2022 Levy % of Total Tax Rate
DARE COUNTY| 78,240,894 67.62% 0.4050
DUCK 5,102,174 4.41% 0.2200
KILL DEVIL HILLS| 10,150,219 8.77% 0.3200
KITTY HAWK 5,040,275 4.36% 0.3005
MANTEO| 2,346,963 2.03% 0.3455
NAGS HEAD| 10,562,275 9.13% 0.2875
SOUTHERN SHORES 4,256,696 3.68% 0.2358

TOTAL 115,699,496 100.00%

We track each of the components of the sales tax and attempt to be alert to significant trends as
they occur. We also attend economic briefings that allow us to maintain a state and national
perspective on the factors that might impact our local economy, and thus our revenue. While we
anticipated a significant negative impact on this revenue due to the pandemic in FY 2020-21 and
were cautious in FY 2021-22, we have seen fairly significant growth in this revenue stream during
the pandemic and in the years that followed.

This chart shows our revenue, by month during which the sales were made, for the last two full
fiscal years, and this year to date. Distributions and reporting run about three months behind, so
the December number shown is the last available.
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The table below shows the actual tax revenue collected in each of the past five fiscal years.

2017-18 2018-19 2019-20 2020-21 2021-22
Sales Tax 1,409,518 1,372,630 1,451,274 1,773,897 1,913,101
Change 4.09% -2.62% 5.73% 22.23% 7.85%
4 - year average 8.30%

While there is cause for some optimism regarding this revenue source, it is prudent to continue
to budget conservatively as we do not have a full understanding of how the current inflationary
environment and the general state of our national and global economy will affect how people
spend and thus generate tax revenue. To that end, this budget reflects a predicted increase of just
under 1.5% over the FY 2021-22 amount received. Thus far FY 2022-23 is far outpacing predictions
and reflects what some think to be a sustainable level of revenue. In fact, the Dare County Finance
Officer is predicting this revenue to increase by 2.6% over the current fiscal year. While our
projection is more conservative in nature, our posture has been to take that approach with this
revenue source in light of economic conditions.

It should be noted that a portion of this revenue source is restricted by State statute. Because we
have MSDs and levy taxes on those, a proportionate share of the sales tax revenue must be
restricted to the same purpose as the MSDs were created to fund. In our case this means that
approximately 20% of our sales tax revenue must be transferred to the Beach Nourishment fund
and used only for that purpose.

Land Transfer Tax

NC General Statutes require an excise tax on the transfer of certain interests in real property. In
Dare County, the tax imposed is $1 per each $100 or fraction thereof of the total consideration or
value of the interest conveyed. This revenue is restricted by statute whereby the County can only
use proceeds for capital expenditures or debt service incurred for capital expenditures for courts,
jails and detention facilities, emergency medical services, libraries, recreation, education,
administration, water, sewage, health and social services. Revenue distributed to municipalities
must be used for capital expenditures or debt service incurred for capital expenditures. The table
below shows the total collection for Dare County, with 2020-21 being a record-setting year for
this revenue source due to the extremely active real estate market. In FY 2021-22 we saw another
record set and we continued to enjoy significant revenue from this source. Through January of
2023, we are seeing a decrease in monthly revenue from this source as the real estate market is
hit with both a reduced supply of homes on the market and higher interest rates which can have
a chilling effect, especially on the second/investment home market.

After the initial twelve years of this tax where 100% of the proceeds went to the County, the
proceeds are shared with the six towns in Dare County with 65% of the revenue retained by the
County and 35% being distributed based upon the proportion of ad valorem taxes (including MSD
taxes) levied by each town for the preceding fiscal year. Our proportion of the levy is shown in the
Sales/Use Tax section of this document.
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Real Estate Transfer Tax Gross Collections
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2017-18 2018-19 2019-20 2020-21 2021-22
Revenue 364,462 362,418 374,793 853,475 826,337
Change 11.28% -0.56% 3.41% 127.72% -3.18%
4-year average 31.85%

Like sales tax revenue, we do not predict that the current elevated amount of tax received from
this source will continue at FY 2023 levels. While our four-year rolling average increase is in excess
of 30%, we do not see this rate of revenue growth to be sustainable given the current state of the
economy. Our budget is based upon an assumption of some slowing of transfer activity, that will
be closer to, but not as low as, what we saw prior to the pandemic.

Occupancy Tax

The Occupancy Tax rate for Dare County is six percent (6%) of gross receipts derived from the
rental of room, lodging, campsite, or similar accommodation furnished by any hotel, motel, inn,
or tourist camp and including private residences and cottages rented to transients. This tax does
not apply to any private residence or cottage that is rented for less than fifteen (15) days in a
calendar year or to any room, lodging, or accommodation supplied to the same person for a
period of ninety (90) or more continuous days. In FY 2022-23, the revenue from this tax continues
to exceed prior year (FY 2021-22) numbers which were significantly higher than the year the
pandemic began (FY 2019-20). We expect the FY 2022-23 final revenue to be ahead of budget,
and with the summer of 2023 showing high reservation numbers and 2024 reservations beginning
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to be made, we expect to see a continuation of a strong revenue stream from this source. The
chart below shows the total collection for Dare County for this tax revenue.

Occupancy Tax Revenue - County
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This tax, like the land transfer tax, is shared between the County and towns. General Statutes
govern the appropriate uses of this revenue based upon the legislation that enabled it. Here is
how the three components of the tax are used:

3% Room Occupancy Tax

e Distribution must be used only for tourist-related purposes, including construction and
maintenance of public facilities and buildings, garbage, refuse, solid waste collection and
disposal, police protection and emergency services.

e 2/3 of this revenue goes to the 6 towns (Duck, Southern Shores, Kitty Hawk, Kill Devil Hills,
Nags Head, Manteo) in proportion to the amount of ad valorem tax levied by each Town
for the preceding fiscal year.

e Dare County has earmarked their share of this 3% occupancy tax as follows:

o 25% for garbage, refuse, and solid waste collection and disposal

o 25% for police protection (Sheriff's Office)

o 50% for emergency services (Communications, Emergency Medical Services,
Emergency Medical Helicopter, and Emergency Management).

e The Town of Duck pledges revenue from this tax as collateral for the Special Obligation
Bonds issued for Beach Nourishment.

1% Room Occupancy and Tourism Development Tax
e 75% must be used for the cost of administration and to promote tourism, including the
following:
o advertising to promote less-than-peak season events and programs

Page 61 of 251



o marketing research
o a mail and telephone inquiry response program
o welcoming and hospitality functions
e 25% must be used for services or programs needed due to the impact of tourism on the
county.

2% Room Occupancy and Tourism Development Tax for Beach Nourishment
o Distribution includes expenditures for the following:
o Costs directly associated with qualifying for projects either contracted through the

U.S. Army Corps of Engineers or otherwise permitted by all appropriate Federal
and State agencies;
The non-federal share of the costs required to construct these projects;
The costs associated with providing enhanced public beach access;
The costs associated with non-hardening activities such as the planting of
vegetation, the building of dunes, and the placement of sand fences.

Gross 47,161,724 This table shows how the gross amount of Occupancy
Cost of Collection 25,779 Taxes collected in Fiscal Year 2021-22 was distributed.

Dare County 7,537,044
Kill Devil Hills 4,587,045
Kitty Hawk 2,288,717
Manteo 1,079,493
Nags Head 4,457,313
Southern Shores 1,471,890
Duck 2,131,759
Tourism Board 7,854,228
Beach Nourishment 15,708,456

Like land transfer tax revenue, we do not predict that the current elevated amount of tax received
from this source will continue at FY 2023 levels mainly due to the uncertainty caused by higher
fuel costs and other inflationary influences. Our budget is based upon the rate of growth in this
revenue of 2.7% over what was budgeted in FY 2022-23, which was quite conservative given the
actual revenue in FY 2021-22 and the revenue trends in the current fiscal year. The budget number
used is based upon the current trend in revenue growth moderated by some anticipated
slowdown in this spending as noted above. The Dare County Finance Director is estimating a 3%
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increase in revenue over what is collected in the current year. The table below shows the annual
revenue received by the Town over the past five full fiscal years.

2017-18 2018-19 2019-20 2020-21 2021-22
Duck Total 1,487,537 1,464,700 1,427,438 2,086,895 2,131,759
8.98% -1.54% -2.54% 46.20% 2.15%
4-year average 11.07%

Federal, State, and Local Grants

Town staff works to identify grant sources of funding for specific projects and has been successful
in being awarded funding in the past. For FY 2023-24 we are anticipating the receipt of funding
from:

Dare County Visitors' Bureau — for the final Phase of our Village sidewalk project that is planned
to be part of a larger project to elevate NC Highway 12 just south of Sunset Grille ($147,806) and
for Duck Trail improvements at Ocean Crest ($78,000). The Bureau makes grants available to local
government units for Tourism Impact using funds it receives through the 1% local occupancy and
prepared meals tax. The Town has used this grant funding for other projects related to sidewalk
improvements as they enhance the experience our visitors enjoy in Duck.

The amount shown under State and County Grant, reflects $20,000 from the Soil and Water
Conservation District for the NC12 elevation project and $549,659 from NC Department of
Emergency Management for the NC12 elevation project.

Shoreline Grant — This is a grant from the County, from their beach fund, to provide $24,000 in
annual funding to support beach grass planting efforts.

Government Access Channel Grant

Funding comes to each city and town from the state of North Carolina’s use tax on cable and
satellite fees. In Dare County, the 10 entities that partner with the Government Access Channel
remit these funds to the Committee, of which we are a member, that operates this service, along
with a membership fee of $1,000. These funds allow the operation of two government access
channels in Dare County. Part of this revenue is returned to participating local governments in the
form of grants to fund projects to enhance the ability to provide good quality video and audio
from public meetings to be broadcast on the channels. We anticipate, in FY 2023-24, to receive
$5,000 to offset some of the costs of continued audio and video improvements in the Meeting
Hall and for other video content -elated purchases and projects.

FEMA Grant

FEMA (Federal Emergency Management Agency) Grant — Under a relatively new program called
BRIC (Building Resilient Infrastructure and Communities), FEMA made $500 million available to
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states and local governments to mitigate risks to infrastructure and community lifelines. Town
staff, assisted by our consulting engineer, submitted an application for grant funding to elevate
NC Highway 12 south of Sunset Grill where soundside flooding essentially cuts the northern part
of Town off from the southern part making emergency response difficult and the normal flow of
traffic unsafe. Our application was sent to the State of NC Department of Emergency Management
for review and scoring along with other applications from local governments in the state. Our
project was ranked number one among NC projects and forwarded to FEMA for consideration.
We expect to hear from FEMA in the spring of 2023 regarding our application for $1.69 million.

NFWF Grant

NFWF (National Fish and Wildlife Foundation) has committed $384,011 toward the living shoreline
portion of the NC Highway 12 elevation project. Please refer to the Capital Improvement Plan for
a full description of this project.

Beer and Wine Tax

The State levies license and excise taxes on liquor and excise taxes on beer and wine. 23.75% of
the excise tax on beer, 62% of the excise tax on unfortified wine, and 22% of the excise tax on
fortified wine is shared by all cities and counties who permit the sale of these beverages within
their limits. Based upon recent trends, we are predicting essentially no change from the amount
we received in FY 2020-21.

2017-18 2018-19 2019-20 2020-21 2021-22

Beer and Wine Tax 1,715 1,720 1,720 1,692 2,953
Change -3.33% 0.29% 0.00% -1.66% 74.58%

4- year average 18.30%

Utilities Franchise Tax

There are three components of this line, the sales tax on electricity (and natural gas), video
programming sales tax, and telecommunications tax.

Electric: As of FY16, the general sales tax rate was applied to both electricity and natural gas and
a percentage of the proceeds were to be returned to municipalities. In the case of electricity, that
percentage is 44%. That number was chosen with the intention that every municipality could
receive at least the same amount of revenue they received in FY13. In the event of excess statewide
revenues, those revenues would be distributed on a statewide Ad Valorem basis. In FY 2021-22
we received $358,440 in revenue from this tax.

Video Programming: As of January 1, 2007, the local cable franchise system was replaced with a
statewide video service franchising process. This effectively removed our ability to charge/collect
franchise fees directly from the providers. The “pool” of money we share is made up of 7.7% of
the net proceeds of tax collections on telecommunication services, 23.6% of the net proceeds of
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tax collections on video programming services, and 37.1% of the net proceeds of tax collections
on direct-to-home satellite services. After the first $2 million of this pool is distributed to localities
to support public access services, the remainder is divided, based upon population, to cities/towns
in the state. In FY 2021-22 we received $27,894.18 in revenue from this tax.

Telecommunications Tax: Revenue comes from a pool created by 18.03% of the
telecommunications sales tax imposed by all 100 counties (after the first $2.6 million is deducted)
and is also shared by all cities. Our share is determined by the proportion our old franchise fee
contributed to the pool when it was created in 2001. Therefore, our share of the pool remains
constant, but the pool can fluctuate based upon taxes collected. We continue to see a trend,
statewide, in the decline of this revenue source due to fewer homes having landline phones. In FY
2021-22 we received $2,757 in revenue from this tax.

This budget reflects an increase of 9% over the actual receipts in FY 2020-21 for the combination
of all three tax components. This amount reflects that our revenue in FY 2022-23 is expected to
exceed our budget, but does not budget to receive the same level of revenue in FY 2023-24 owing
to our posture of being conservative when estimating revenue.

2017-18 2018-19 2019-20 2020-21 2021-22
Utility Franchise Tax 388,783 403,549 405,733 383,697 389,091
Change 1.43% 3.80% 0.54% -5.43% 1.41%
4- year average 0.08%

Building (and other) Permits and Inspection Fees

The Town employs a full-time State Licensed Building Code Official to ensure compliance with the
State Building Code. Revenue for building permits and inspections is restricted by State statute to
pay for expenses related to the Building Code Official’'s work. Because this is a fee, it is only paid
by those who perform work requiring a building permit.

FY 2022-23 revenue is fairly close to our expectations and while this amount of activity is not a
trend likely to continue indefinitely, we are aware that many builders and other contractors are
booked for the coming year which supports at least a shorter-term increase in revenue anticipated
from this source. Opting to be a bit conservative, while acknowledging current trends, this budget
reflects a slight increase in revenue from this source, but does not predict activity at the levels
seen in FY 2020-21 and 22.

201718 2018-19 2019-20 2020-21 2021-22
Permits and Inspections 162,126 216,840 150,319 205,135 201,650
Change 9.03% 33.75% -30.68% 36.47% -1.70%
4- year average 9.46%
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Clerk of Superior Court

The Town receives a small portion of the Court Costs associated with some matters heard by the
courts where our police officers are involved in the case. Fine revenue from Town Ordinance
violations and traffic tickets is, per State Statute, remitted to the Dare County School district.

Solid Waste Disposal Tax

This revenue item was formerly included in “Other Revenue”, but in the interest of transparency,
we now include it in its own line. The Solid Waste Disposal Tax is a $2 per ton tax charged to
haulers to dispose of waste in landfills within the State or delivered to a transfer station for out-
of-state disposal. This tax applies to municipal solid waste and construction and demolition debris.
50% of the tax proceeds go to the Inactive Hazardous Sites Cleanup Fund. 12.5% of the proceeds
are deposited in the State Solid Waste Management Trust Fund for grants to State agencies and
local governments. 18.75% of the proceeds go to counties and 18.75% go to cities, each on a per
capita basis for solid waste management programs and services. These funds are restricted in their
use to fund solid waste programs within a locality. Our current programs will use more than the
projected amount of revenue from this source.

Gain on the Sale of Vehicles and Surplus Property

When vebhicles in our fleet age out, or we have other surplus property, we put these items up for
sale on an open auction site called “"GovDeals". The buyer pays all fees related to the auction and
the Town receives the bid price. We can set a reserve amount on the bids to ensure we do not sell
something for below what we believe it to be worth. The amount shown in the FY 2023-24 budget
reflects the fact that we plan to surplus four police vehicles, some IT equipment, old traffic cones,
and some miscellaneous office furniture.

ABC Revenue

State law allows the Dare County ABC Board to distribute both net profits from local ABC stores
and from mixed beverage alcohol sold in Dare County. Net store profits are distributed as follows:
42.5% to Dare County Social Services; up to 20% retained by the ABC Board for capital
improvements; 15% of store profits to incorporated towns in the County; and the remaining
percentage to the Dare County General Fund. Mixed beverage profits are distributed as follows;
15% to the Dare County General Fund, and 85% split evenly among the six incorporated towns in
the County. This budget reflects an increase over the actual receipts in FY 2021-22 and are more
reflective of the collections, year-to-date, in FY 2022-23 which is outpacing all prior years.

2017-18 2018-19 2019-20 2020-21 2021-22

ABC Profit Distribution 57,717 58,947 61,794 55,568 84,416
Change 3.86% 2.13% 4.83% -10.07% 51.91%

4- year average 12.20%
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Sponsorship Revenue

For our annual events, we are delighted to have sponsoring private sector partners who provide
funding to support these community events. Due to the pandemic, our events were limited and
thus our need for sponsorship revenue. For FY 2023-24, we again anticipate a full slate of events
with sponsors funding approximately 25% of the cost of the events as follows. This revenue source,
and the one that follows (Merchandise) was formerly called “Other” in the revenue portion of the
budget.

Merchandise Revenue

This was a new line last fiscal year where we account for revenue from the sale of merchandise at
festivals/events and other unplanned sales. This was not an item tracked separately in the past
and will correspond to an expenditure line item in the Recreation & Special Events department
called Merchandise for Resale. This will allow for ease of tracking profit/loss for these sales.

Building Rental Fees

The Town, from time to time, allows non-government groups, such as homeowner’s associations,
to rent the Keller Meeting Hall.

Miscellaneous Revenue - Other
This line contains the revenue from the Memory Lane brick project begun in FY 2022-23.
Police Donations

The Police department receives revenue from Duck Police tee shirts printed and sold by the Duck
Volunteer Fire Department’s tee shirt shop. The Department also, at times, receives donations
from private citizens. In the past, these funds have been accounted for by the Fire Department’s
501c corporation and are available for expenditure through their processes. To be more
transparent, these funds will flow directly to the Town and any expenses from these funds will be
accounted for in a new expenditure line in the Police department budget.

Transfers

Transfers from Capital Reserve funds are accounted for in this line to show where they come into
the budget. These funds are tied to specific projects; in the case of the transfer in FY 2023-24 it
represents a transfer from the Beach Nourishment fund to make debt service payments for the
2022 beach renourishment project and to pay for additional sand fencing in the beach
nourishment project area.

Page 67 of 251



Debt Proceeds

The Town may choose to take on debt through financing to pay for major projects or large
equipment. Issuing debt to pay for major projects and equipment allows the Town to reduce its
immediate cash burden and allows the cost to be spread out over time and shares the financing
burden among the taxpayers who receive the most benefit from the project. The Town typically
uses installment financing debt for short-term borrowing for items such as vehicles. Longer-term
debt may either come in the form of installment financing or voted/non-voted bond debt. The
proceeds of the borrowing, or the money we get from the lender for the purchases/projects is
shown in this line. For FY 2023-24 we do not plan to issue any debt.

Fund Balance Appropriated

Fund balance is the difference between the assets and liabilities in a fund. Fund balance acts as a
reserve or “rainy day” fund for unanticipated incidents or opportunities. Revenues and
expenditures in the budget are estimates for the current fiscal year. Often, revenues and
expenditures do not exactly offset each other at the end of the fiscal year. If revenues exceed
expenditures, the result is a surplus of money added to the fund balance. If expenditures exceed
revenues, the result is a deficit and the Town withdraws money from the fund balance to balance
the budget.

The North Carolina Local Government Commission (LGC) recommends units of government retain
an amount of unreserved fund balance in the General Fund of at least 8 percent of appropriations
of the fund. Duck Town Council has adopted a policy recommending the Town maintain a fund
balance of 75% for the General Fund. Please refer to the Financial Policies section of this budget
document for more information about our Fund Balance Policy.

For FY 2023-24 we are not budgeting any appropriation of Fund Balance, but may bring Budget
Amendments for such appropriation during the Fiscal Year as an option to fund unplanned
expenses.

Investment Earnings

Investment earnings include the return earned on cash and investment balances. Interest is earned
on the cash balances invested with the North Carolina Capital Management Trust (NCCMT) and
other allowable investments in various CDs and money market accounts. Since the last budget
was written, we have seen a significant increase in this revenue due to the increases in interest
rates as the Federal Reserve attempts to put pressure on the economy in an attempt to slow the
rate of inflation.
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Revenue Summary

While we have enjoyed strong revenue growth emerging from the pandemic, we have opted to
remain cautious in our estimation of revenue sources that are dependent upon a robust national
economic climate. While most experts seem to agree that there will be continued inflationary
pressure on the economy, we do anticipate that inflation data will continue to show an increase
in excess of 5% when compared to the prior year. Some experts are predicting rate changes as
low as 3%, based upon the Federal Reserve increasing interest rates, but there is no clear
consensus. The Fed Rate will continue to adjust interest rates to hold down the rate of inflation,
and this has a corresponding impact upon mortgage interest rates where experts are forecasting
these to finish calendar year 2023 well over 5%. Higher interest rates have had an effect upon the
real estate market, and likely will continue to also have an impact upon construction of new homes
and commercial buildings.

The proposed tax rate and its corresponding revenue, along with the other revenues mentioned
above, will allow us to maintain our current levels of service while looking at the future needs of
the community. We remain aware of and seek any other sources of revenue whether through
grants or other taxes as deemed appropriate. It is important to note that historically well less than
half of our revenue comes from Ad Valorem and MSD taxes. In FY 2023-24, we anticipate that only
37.4% of revenue will derive from these sources. The amount and percentage of each source are
depicted in the table on the next page and graph below.

Permits and Fees Revenues by Source FY23-24
1.2% Investment Earnings Transfers
Utility Taxes and Sale of Assets 4.0% Other Revenue

2.9%
ABC and Beer &
Wine
0.6%

0.8%

Ad Valorem Taxes
29.3%

MSD Taxes

7.1%
Occupancy Tax Local Government
14.2% Sales Tax
13.4%

Real Estate
Transfer Tax
3.0%
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Revenues by Source

Source FY21-22 FY22-23 FY23-24 FY23-24 Variance V. % Change
Actual Budget Request Approved Y

Ad Valorem Taxes 4,106,167 4,096,829 4,141,643 4,141,643 44,813 1.1%
MSD Taxes 1,005,581 1,003,283 1,009,030 1,009,030 5,747 0.6%
Local Government Sales Tax 1,913,101 1,800,000 1,900,000 1,900,000 100,000 5.2%
Real Estate Transfer Tax 826,337 500,000 425,000 425,000 (75,000) -9.1%
Occupancy Tax 2,131,759 1,850,000 2,000,000 2,000,000 150,000 7.0%
Grants 210,716 2,362,172 2,902,239 2,902,239 540,067 256.3%
ABC and Beer & Wine 87,369 71,700 91,800 91,800 20,100 23.0%
Utility Taxes 389,091 403,000 410,000 405,000 2,000 0.5%
Permits and Fees 202,032 166,500 176,500 176,500 10,000 4.9%
Investment Earnings and Sale of Assets 75,364 36,000 405,000 405,000 369,000 489.6%
Transfers 329,832 574,130 566,868 566,868 (7,262) -2.2%
Debt Proceeds 644,896 0 0 0 0 0.0%
Fund Balance Appropriated 0 332,161 0 0 (332161)

Other Revenue 28,633 96,682 109,160 109,160 12,478 43.6%
Total 11,950,876 13,292,458 14,137,240 14,132,240 839,782 6.3%

Revenue by Type
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Revenue

FY21-22 FY22-23 FY23-24 FY23-24 Variance v. % Change
Account Description Actual Budget Request Approved cYy

Ad Valorem Tax 4,065,144 4,060,329 4,109,143 4,109,143 48,813 1.20%
MSDA 649,949 647,411 652,271 652,271 4,860 0.75%
MSDB 355,633 355,872 356,759 356,759 887 0.25%
Motor Vehicle Tax 36,662 35,000 27,500 27,500 (7,500) -2143%
Prior Year Tax, Penalties & Interest 4,361 1,500 5,000 5,000 3,500 233.33%
Local Government Sales Tax 1,913,101 1,800,000 1,900,000 1,900,000 100,000 5.56%
Real Estate Transfer Tax 826,337 500,000 425,000 425,000 (75,000) -15.00%
Occupancy Tax 2,131,759 1,850,000 2,000,000 2,000,000 150,000 8.11%
Visitor's Bureau Grant 147,806 225,806 225,806 78,000 52.77%
State and County Grants 44,500 569,669 569,669 525,169 1180.16%
Shoreline Grant (County) 206,212 24,000 24,000 24,000 0 0.00%
Government Access Channel Grant 4,504 5,000 5,000 5,000 0 0.00%
Federal Grants 0 0 #DIV/0!
FEMA Grants 1,693,753 1,693,753 1,693,753 0 0.00%
NFWF Grant 384,011 384,011 384,011 0 0.00%
COVID-19 Relief Fund/ARP 63,102 (63,102) -100.00%
Beer and Wine 2,953 1,700 1,800 1,800 100 5.88%
Utility Franchise Tax 389,091 403,000 410,000 405,000 2,000 0.50%
Building Permits 184,423 160,000 170,000 170,000 10,000 6.25%
Reinspection Fees 0 0 0
Other Permits 17,227 6,000 6,000 6,000 0 0.00%
Permits and Fees - Other 160 0 0
Superior Clerk of Court 617 350 500 500 150 42.86%
Solid Waste Disposal Tax 561 560 560 560 0 0.00%
Gain on sale of vehicles & Other Surplus Assets 60,059 5,000 55,000 55,000 50,000 1000.00%
Investment Earnings 15,304 31,000 350,000 350,000 319,000 1029.03%
ABC and Mixed Beverage Profits 84,416 70,000 90,000 90,000 20,000 28.57%
Other 10,714 8,000 8,000 8,000 0 0.00%
Sponsorship Revenue 13,000 22,500 35,000 35,000 12,500 55.56%
Merchandise Revenue 3,384 12,000 20,000 20,000 8,000 66.67%
Building Rental Fees 223 500 500 500 0 0.00%
Miscellaneous Income - Other 357 53,172 45,000 45,000 (8,172) -15.37%
Police Donations 100 100 100 0 0.00%
Transfers from Capital Reserve 0
Transfers from Beach Nourishment Fund 329,832 574,130 566,868 566,868 (7,262) -1.26%
Debt Proceeds 644,896 0 0
Fund Balance 332,161 (332,161) -100.00%

Total 11,950,876 13,292,458 14,137,240 14,132,240 839,782 6.32%
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Expenditures

The General Fund, the only major fund we use, is broken down into fifteen functional departments
and two other expenditure groupings to account for transfers and contingency. These
departments are identified as follows:

¢ Governing Body
o Expenses related to the Town Council including election expenses.
¢ Administration
o Expenses related to the general administration and management of the Town.
¢ Finance
o Expenses for financial services such as financial statement preparation, preparation
of the annual audit, and other related services provided by outside professionals.
¢ Legal
o Expenses related to our contracted attorney services.
¢ Public Facilities
o Formerly Public Buildings, this department accounts for expenses related to the
maintenance of our buildings, playground, park, boardwalk and others with the
exception of sidewalks/Duck Trail which are accounted for in the Streets &
Highways department.
¢ Information Technology
o Expenses for our contracted IT support, licenses, subscriptions, etc. for our
information technology infrastructure.

¢ Police
o Expenses related to the Duck Police Department.
e Fire
o Expenses, including a direct allocation, for the operation of the Duck Fire
Department.

¢ Inspections
o Expenses related to our enforcement of the NC Building Code including the
issuance of permits and inspections to ensure Code compliance.
e Ocean Rescue
o Expenses, directly to a contractor, to provide ocean rescue services on the beach
in Duck.
e Streets & Highways
o While we own no streets, this department accounts for expenses related to the
maintenance of Duck Trail, sidewalks, crosswalks (including lights), and for projects
related to improving this infrastructure.
e Sanitation
o Expenses, paid to our contractors, for the collection of trash and recycling.
e Environmental Protection
o Formerly Beach Protection, this department accounts for expenses related to Beach
Nourishment, beach grass planting, soundside shoreline protection, etc.
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e Community Development
o Expenses related to planning, code enforcement, etc.
¢ Recreation & Special Events
o Expenses related to the conduct of special events, such as Jazz Festival, 4" of July,
etc. and advertising and marketing for these events and the Town of Duck in
general.
e Transfers
o Transfers to the Beach Nourishment Capital Project fund.
e Contingency
o A small percentage (1%) of budgeted revenues to allow for unexpected
expenditures during the year.

The table below shows each of the fifteen departments and two additional lines as mentioned
above and provides actual expenditures for the one prior complete fiscal year, the current year's
budget, the estimate of the year-end expenditures, and the FY 2023-24 request as part of the
“gross needs” budget.

Expenditures by Department

Fy21-22 FY22-23 FY23-24 FY23-24  Variance v. % Change
Department Expenditures Actual Budget Request Approved Y
Governing Body 127,501 145,981 153,231 153,231 7,250 5.0%
Administration 646,872 654,422 773,590 768,090 113,668 174%
Finance 129,967 114,079 122,119 122,119 8,040 7.0%
Legal 61,055 62,760 65,460 65,460 2,700 4.3%
Public Facilities 544,330 599,818 637,908 460,708  (139,110) -232%
Information Technology 144,066 175,765 152,396 159,352 (16,413) -9.3%
Police 1,966,987 1,914,332 1,998,547 1,974,047 59,714 3.1%
Fire 2,635,587 1,818,813 2,057,409 1,983,189 164,376 9.0%
Inspections 173,104 203,830 239,169 236,949 33,119 16.2%
Ocean Rescue 535,340 580,001 628,100 628,100 48,099 8.3%
Streets & Highways 531,573 2,880,720 3,328,994 3248994 368274 12.8%
Sanitation 1,097,385 1,216,360 1,347,410 1347410 131,050 10.8%
Environmental Protection 1,574,897 939,518 1,013,086 913,086  (26432) -2.8%
Community Development 308,578 325,383 376,148 373,828 48,445 14.9%
Recreation & Special Events 89,201 225,449 227,000 227,000 1,557 0.7%
Transfers 1,317,349 1,359,928 1,384,288 1,384,288 24,360 1.8%
Contingency 75299 75,299 86,389 11,090 14.7%
Total 11,883,792 13,292,458 14,580,154 14,132,240 839,782 6.3%
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Expenditures by Type

In order to have a clearer picture of how funds are used, we look at types of expenditures that are
common across operational departments.

e Personnel — accounts for salaries, overtime, FICA, retirement, 401k, medical insurance, and
workers' compensation insurance.

e Operating — accounts for all expenses for contracted services, professional services,
supplies and materials, and small item purchases.

e Capital — accounts for large capital purchases (greater than $5,000) and small “capital”
purchases that, while they do not meet our $5,000 capitalization threshold, are items we
like to capture in a separate category due to their one-time nature for a specific purpose.

e Debt Service — accounts for principal and interest on outstanding debt issued by the
Town.

¢ Transfers and Contingency — as explained above.

Expenditures by Type

Fy21-22 FY22-23 FY23-24 FY23-24  Variancev.
% Change
Type Actual Budget Request Approved cy
Personnel 3,648,877 3799742 4367233 4367233 718356 19.7%
Operating 4,090,236 3993492 4012428 4012428  (77,808) -1.9%
Capital 1010948 2,902,565 3,298,748 3,298,748 2,287,800 226.3%
Debt Service 1,816,382 1,161,431 983,154 983,154  (833,228) -45.9%
Transfers and Contingency 1,317,349 1435227 1,459,587 1470677 153,328 11.6%
Total 11,883,792 13,292,458 14,121,150 14,132,240 2,248,448 18.9%

Expenditures by Type FY23-24

Transfers and
Contingency

A Personnel
10.4% 30.9%

Capital
23.3%
Operating
28.4%
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This chart shows the changes in each type over the past five years and what is currently contained
in the budget for FY 2022-23 and FY 2023-24 requests. Described below are some of the expenses
in each of these types to give the reader some information regarding where the more significant
changes are in the FY 2023-24 budget.

Expenditures by Type
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Personnel

Personnel expenditures which, for Duck, make up approximately 30% (FY 2022-23) of our total
budgeted expenditures, are one of our most significant yet critical expenditures. In FY 2021-22,
we added staff in police, fire, and public facilities to bring our staff to a level that, while lean, allows
us to provide high levels of quality service. As shown below, we do not propose to add any staff
in this coming fiscal year.

Personnel by Department

Department FY 17-18 FY 18-19 FY 19-20 FY 20-21 FY 21-22 FY 22-23 FY 23-24
Approved
Administration 4 4 5 5 5.5 5.5 5.5
Public Facilities 0 0 0 1 1 1
Police 10.5 12.5 12.5 12.5 14.5 14.5 14.5
Fire 8.5 12.5 12.5 12.5 14.5 14.5 14.5
Inspections 1.5 1.5 1.5 2.5 2 2 2
mmunity Development 1.5 1.5 1.5 2 2.5 2.5 2.5
Total 26 32 33 34.5 40 40 40

As we continue to pursue a desire to retain and attract quality employees, we must, especially in
a very competitive employment market, provide compensation and benefit packages that help
achieve these goals. Following a complete pay and classification study that was implemented in
Fiscal Year 2021-22, we continue to lag behind the local market for many positions. This is less
due to our pay scales as set by the study and adjusted by inflation indicators per policy, and more
due to salary increases for current employees not keeping pace with inflation. In FY 2021-22 our
maximum, merit-based, salary increase was 1.5% and in FY 2022-23 it was 3%. While additional
merit "bonuses” of similar percentages provided additional compensation, the inflation-driven
pay scale increases outpaced merit increases thus keeping some current employees at the bottom
of the pay range.

This table shows the rate of
change in the 2™ half
average CPI (All Consumers,
Not Seasonally Adjusted)

2nd Half (Calendar Year) Difference In Average CPI
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This chart shows all 40 of our
employees and where their
salaries fell coming into the FY
2022-23 budget preparation
cycle. The percentages shown
are how far above or below
the minimum for the pay
grade each employee was
once the range for each grade
was adjusted for CPI per our
policy. The result of this was
that 9 employees’ salaries were
adjusted, per policy, to the
minimum of the pay grade.
Most of these were more
recent hires or promotions, but
one has been with the Town

Percentage from Minimum - FY 2023

for a few years.
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As we come into the preparation
of the FY 2023-24 budget, we
once again looked at where
salaries will fall once the pay
plan is adjusted for inflation.
Because the rate of inflation
continues to outpace even the
maximum merit increase an
employee can earn, we now see,
on the chart to the left, that 16
employees, including a few
long-serving  people, have
salaries below the minimum for
their pay range. Adjustments,
per policy, to bring these salaries
to the minimum of the range,
would cost just over $44,000 not
including salary-related
benefits.



The issue described above, called “compression” is felt most significantly when we hire new
employees and their starting pay is at the bottom of the pay range and we have a two or three-
year employee that also is at the bottom of the pay range due to merit increases lagging behind
inflation. This results in an experienced employee being paid the same as someone new to a
position and, in essence, devalues experience and longevity.

Where we are in the most direct competition with other towns, sometimes to the point where
they are actively recruiting our personnel, is in Public Safety. This, unfortunately, is where we see
much of the compression happening and where we are lagging the market in terms of starting
salary, and more so in salaries for longer-serving employees. What we are hearing from other
towns is there are plans to also move their salary ranges by percentages ranging from 6.5% to
12.5% and starting plans to increase wages for current employees at the beginning of the fiscal
year in order to minimize compression.

These charts show the minimum salary for entry-level police officers and firefighters based upon
each town’s current compensation plan. We also include the proposed amount of adjustment to
each of these minimums based upon current information. You will see that in FY 2023 we lag
behind all but Kitty Hawk and with our CPI adjustment and the adjustments others are indicating
they will be making, we remain lagging behind all but Kitty Hawk. That said, with our adjustments,
we are fairly close to the other communities and will compete well given our benefits and work
environment.

FY 2023 and FY 2024 Minimum Salary for Patrolman
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FY 2023 and FY 2024 Minimum Salary for Firefighter
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What we have less reliable data on, due to a number of factors including longevity,
performance/extra duty-based changes, etc. is what current employees are actually paid in these
towns. Anecdotal information is that, due to the compression mentioned above, our employees
significantly lag other town’s employees with similar levels of service and experience. Our inclusion
of career development/progression as part of our public safety “rank” structure, allows employees
to move off the minimum and begin to close the gap, but our starting point for current employees
and the fact that their salary change due to a merit increase is less than the rate of inflation leads
to a disparity between our compensation and what an employee could be earning in another
community.
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What we are proposing, in addition
to moving our pay ranges as noted
above, is that we apply an increase
in each employee’s salary of 8.5% at
the beginning of the fiscal year in
order to bring our salaries closer to
the actual salaries being paid by
competing communities. As shown
on the chart to the right, this will
have the effect of moving many of
our employees’ salaries further
from the minimum for their pay
range. The ones that are closest to
the minimum are two vacant
positions and our two new
firefighters. The cost to do this, fully
loaded, would be $275,812 more
than if we simply adjusted the pay | 000% 5.00% 10.00% 15.00% 20.00% 25.00%

Percentage from Minimum - 2024

scales and moved those who fell
below the minimum up to that level.

Performance Evaluations and Merit Increases

Our traditional method of recognizing performance is through using a combination of merit
increases to salaries and merit bonuses that are a percentage of the employees’ salary based upon
the result of their performance evaluation. During the past year, we have been working on a new
performance evaluation instrument and process. Our instrument was outdated and did not fully
capture the performance of each employee compared to the expectations for their position as
outlined in the position description. There was one form used for every employee and there was
a mathematical formula to assign the merit increase and bonus percentage.

Working with our leadership team and all staff members, we created a basic form that will require
evaluation of performance against our values (SOAR) for all employees, and position-specific
forms that capture the different requirements of each position. The new form and process will
require more effort on the part of supervisors and employees, but we believe that the time
invested in this process will help ensure all are evaluated fairly with high performance recognized
and lapses in performance addressed with a plan to move toward higher performance.

We will now perform evaluations for each employee using the fiscal year as the rating period as
opposed to our prior practice of evaluating people as of their employment anniversary date. This
will allow for more consistency in ratings and allow for more accurate budgeting for merit-based
increases which, under this new system, will be applied effective in October.

With this improved evaluation instrument and process, we are proposing to move away from the
merit increase/bonus combination, an approach that is uncommon in North Carolina, to a system
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that only includes a merit increase. By doing this we allow employees to earn a higher salary to
help move them away from the minimum of their pay range and thus reduce the compression
issue noted above. The effect of this method, in future years, is an increase in total compensation
costs. In the current method, where a base salary is increased by a smaller amount, the following
year's base salary is less than it will be under the proposed method. This “compounding” effect
does increase total compensation costs in future years but does help keep our salaries in line with
others in our market area. The hope would be that by increasing salaries by a maximum rate
established during the preparation of the budget, both effects of inflation and performance can
be accounted for in the merit increase pool made available.

So, in FY 2023-24 rather than budgeting for a 3% merit increase and 3% merit bonus, we are
proposing to budget for a 6% merit increase pool. This change does not result in any additional
cost in the budget for the coming fiscal year, but the percentage will need to be evaluated annually
during the budget preparation process.

Compensation and Benefits Cost Summary

In addition to the changes in compensation proposed above, we are also dealing with an increase
in medical insurance premiums, an increase in Workers’ Compensation Rates, and an increase in
the state retirement contribution rate. We are meeting with benefits advisors to see if there are
other options for medical insurance that may improve our benefits without impacting costs. We
have, in the past, asked our current broker to provide creative options, but none have been
provided. This is what is driving us to talk with other advisors/brokers to see if there is someone
else willing to help us think about how to maximize our investment in this benefit.

The table and graph below show how the total personnel cost is broken down. Earnings account
for 71% of the total cost of personnel and the salaries and wages numbers include stipends paid
to the Town Council and Planning Board.

Personnel Expenditures by Type

FY21-22 FY22-23 FY23-24 Variancev. |
% Change
Type Actual Budget Approved cy
Salaries and Wages 2,765,262 2,861,098 3,109,987 248,888 8.7%
FICA 114,270 150,719 236,480 85,760 56.9%
LGERS 212,360 252,970 412,018 159,047 62.9%
401k 205,162 185,148 152,179 (32,969) -17.8%
Medical & Dental Insurance 240,218 245,698 384,467 138,769 56.5%
Workers' Comp. 195,995 172,356 70,796 (101,560) -58.9%
Total 3,733,267 3,867,990 4,365,926 497,936 12.9%
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Employee Benefits

Social Security (FICA)

The Town and employees both contribute to the Social Security System in accordance with the
law. In prior budgets, this item was either included in salary numbers or shown as a “fringe
benefit”. Being neither, we felt it most appropriate to show this number on its own line in the
budget.

Retirement

All Town employees are members of the Local Government Employees’ Retirement System
(LGERS), which is managed by the North Carolina State Treasurer's Office. Both the Town and
employees contribute to the retirement system. The employer’s contribution rate increased for
fiscal year 2011 for the first time in over thirty years and continues to change each year to respond
to changes in the financial performance of funds invested for local government retirees. Effective
July 1, 2023, the rate increased to 12.85% for non-law enforcement and to 14.10% for law
enforcement positions.

401(k)

State law requires that the Town contribute an amount equal to 5% of salaries for sworn police
officers into a 401(k). The Town, similar to many others, takes the additional step of providing a
5% contribution to all other full-time staff members’ 401(k) plans. Employees can also voluntarily
contribute to the account. Each employee chooses how their funds are invested from a menu of
investment accounts through Prudential.

Medical and Dental Insurance
The Town pays the full cost of medical and dental insurance for all employees and 75% of the
total cost of employee + spouse/children/family coverage. Coverage is provided by Blue Cross &
Blue Shield of North Carolina.

Workers’ Compensation Insurance

In accordance with the law, the Town provides Workers’ Compensation insurance through
coverage provided by the North Carolina League of Municipalities pool. This expense, in previous
budgets, was shown as a lump sum in the Governing Body department. In this budget, the cost is
allocated to each department in accordance with the cost of the coverage for employees in that
department.

Holidays
In accordance with our Personnel Policy, full-time employees are provided thirteen paid

holidays per year.
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Vacation
Currently, employees accrue vacation leave time at rates | yaars of Service Days per Year
based upon years of service with the Town and are limited [77"_¢ 12

to 240 hours in the total amount they may accrue. Excess

5-<10 15
earned leave is converted to sick leave at the end of each 10- <20 -0
year or upon separation from employment. The table to the 20+ 2

right shows the rate of accrual contained in our Personnel
Policy.

We are proposing, as a way to improve this benefit, changing the wording in our Personnel Policy
to allow prior local/state/federal government service to count toward vacation accrual rates. This
will assist in recruiting experienced people from other towns who often express a hesitancy to
“start over” in terms of building the accrual rate for this benefit. It will also help retain folks who
don’t want to start over somewhere else. This change, if approved, would impact 16 of our 40
employees with all but three of those being in public safety.

This is a Personnel Policy change that will be considered by the Town Council independent of the
Budget approval process.

Sick Leave

New employees earn one day of sick leave per month. Those employed by the Town prior to July
1, 2021 earn sick leave time at rates based upon years of service as of that date. Unused time may
be converted to service credit according to terms established by the North Carolina Local
Government Employees’ Retirement System.

Uniforms

Uniforms and/or safety shoes are provided to certain employees where needed, such as police,
fire, public facilities, and inspections. Town logo attire is also considered a form of a uniform and
provided in more limited quantities to other personnel as appropriate.

Law Enforcement Separation Allowance
The Town also, in conformance with State law, provides for supplemental retirement benefits for
law enforcement personnel. Per the law and our policy, law enforcement employees who meet
the following requirements shall receive, beginning on the last day of the month in which he or
she retires, a special separation allowance equal to eighty-five hundredths percent (0.85%) of the
average final compensation as determined by the LGERS. The requirements for this separation
allowance are as follows:
1. The employee must be eligible for basic retirement at full benefits from the LGERS; and
2. The employee must not have attained sixty-two (62) years of age; and
3. Atleast 50% of creditable service is as a law enforcement employee and must be employed
in a law enforcement position with the Town of Duck at the time of retirement. No
employee shall receive the Special Separation Allowance if he/she retires on disability; and
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4. Payment of this Separation Allowance shall cease at the death of the employee or on the
last day of the month in which he/she attains sixty-two (62) years of age, or upon the first
day of employment of the employee by any State of North Carolina department, agency
or institution. Should the special separation allowance for law enforcement officers, now
required by law, be rescinded, this separation allowance shall be rescinded all at the same
time; and

5. The Special Separation Allowance does not replace any benefits to which a retired
employee may be entitled from state, federal, or private retirement systems.

The Town currently has two retired officers receiving this benefit and we make these payments
directly from current funds and do not, at this time, have a special trust account established to
fund this liability.

Retiree Health Insurance Stipend

One of the benefits that many of our competing communities offer and we do not is health
insurance for retired employees. The structure of this benefit, in terms of years of service,
percentage paid by the Town, etc. varies but all end up, per governmental accounting standards,
carrying a fairly significant liability on their balance sheet as a result of this benefit. We are not
advocating for beginning to provide this benefit, but, rather, are offering an alternative.

Our leadership team discussed some options and arrived at the thought of offering the ability for
retirees to remain on our health insurance program until they turn 65 and providing a monthly
stipend to offset some of the premium cost. Currently, the Town pays the full cost of medical and
dental insurance for all active employees and 75% of the total cost of employee +
spouse/children/family coverage.

We are proposing a stipend amount of $200 per month ($2,400 per year) which equates to 37.5%
of the estimated employee-only premium for the coming fiscal year. If they opt to move away
from our plan, this stipend could still be provided if we are given evidence of coverage being paid
for by the retiree (or spouse) and with agreement that this stipend is to be used for no other
purpose.

We propose that to be eligible for this benefit, an employee would have to be eligible for
unreduced retirement benefits according to the NC Local Government Employees Retirement
System (LGERS) and have served a minimum of 15 years with the Town of Duck.

Based upon the age, years to “full retirement”, and years with the Town of Duck at that time, the
graph below shows the financial impact of this benefit in future years. Seven of our current staff
members will not meet eligibility thresholds due to time in Duck and age, but the remaining 33
employees will hit the marks and average 6.6 years of receiving this benefit. In the short term
there is no financial liability, but it does build to $38,000 for FY 2044-45 assuming the stipend
amount is not increased in future years.
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While not a true retiree health insurance benefit like others in the area offer, it is a benefit aimed
at encouraging retention and showing appreciation for those who invest their career with the
Town of Duck.

This is a Personnel Policy change that will be considered by the Town Council independent of the
Budget approval process.

Tuition Assistance

One benefit that some other local governments offer is a small amount of tuition assistance to
encourage employees to further their formal education. In the past, we have seen these programs
offer reimbursement, but best practice is transitioning to having this assistance provided when an
employee registers for a class in order to help with their personal cash flow.

Here are some of the points from the current draft of our proposed policy:

1. The amount of educational assistance provided per employee will be determined annually,
based on the approved budget of the Town.

2. Employees are expected to pursue coursework outside regular work hours, on their own
time.

3. To be eligible for tuition assistance consideration, employees must have completed their
probationary period prior to the application period.

4, Priority will be given to employees in a degree program for which approval has been given
in the prior budget year (assuming the employee continues to meet all policy requirements).

5. The institution of higher education where the employee is attending instructional classes
must be an accredited institution.

6. Town of Duck will advance the costs of registration, fees, tuition, student, and lab fees, up
to a maximum of $1,200 per fiscal year per employee.

7. Upon completion of the course, the employee will provide certification from the institution

that final grades meet the standards of the Town which require a “C" or better. For classes that
are considered Pass/Fail, a "Pass” for the course will be considered a satisfactory completion.

8. If the course is not satisfactorily completed, as noted above, the employee will be required
to reimburse the Town the amount of tuition assistance provided for that course.
9. Approved employees are expected to continue Town employment for one year from the

date of the education assistance. Employees separating from Town employment prior to the one
year from the date of assistance must repay the Town the total amount of the assistance received
for the year calculated by counting backward one year from the last day of work. Tuition assistance
monies owed to the Town may be deducted from any compensation received upon the
employee'’s separation from employment.

10. Employees interested in pursuing a degree from an accredited university or college shall
submit a Tuition Assistance Application form annually for Town approval.

11. The Human Resources Administrator will notify the employees of the application period
for participation in the Tuition Assistance Program.

12. Applications submitted to the Human Resources Administrator are subject to the review
and approval of the Department Director and Town Manager, subject to the availability of funds.
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13. If there are not enough budgeted funds to provide tuition assistance for all applicants for
that fiscal year, priority will first be given to those previously approved in the prior year as noted
in Number 4 above.

We don’t have a solid handle on how much this benefit will be used, but the fact that the Town
offers such assistance really does demonstrate a commitment to our staff.

This is a Personnel Policy change that will be considered by the Town Council independent of the
Budget approval process.

Classification/Title Change

In order to achieve parity between the second in command in the fire and police departments,
the Chief of Police is requesting that the Classification for the department’s second in command
be changed from Lieutenant to Deputy Chief. The Chief stated, in a memorandum, that this would
“"bring the title in line with the essential functions, qualifications, and the knowledge, skills, and
abilities required of the position”. Further, he wrote, this would "adopt the current title used for
like positions at the Southern Shores, Kill Devil Hills, and Nags Head Police Departments”.

This change would not result in any change in the pay grade for the position, nor will it result in
any change in the rate of pay as the position requirements remain the same.

The Police Department requested the creation of a "Corporal” position with a classification at
Grade 10 in the Town's Classification Table. This new classification does not increase staffing, but
will allow the Department to promote two existing Master Police Officers to the rank of Corporal.
One Corporal will be assigned to work from 3:00 PM to 3:00 AM on each of the department’s two
five-officer patrol squads, which work opposite one another. The promotions will allow for greater
supervision and accountability at the patrol level, while the sergeants focus on oversight and
administrative tasks. The Corporals will be tasked with information dissemination, weekly training
development and delivery, as well as implementation of the department’s new officer field training
program. The Corporals will also be expected to fill all planned shift vacancies on the night shift,
which occur when officers attend off-site training or are out on approved leave. This change in
classification would come with a five-percent increase in salary to account for the additional
responsibilities.

Summary of Changes
In summary, we are proposing nine changes that will be reflected in the first draft of the FY 2023-
24 budget:

1. Adjust the pay scales, per policy, by 7.71% (2nd half CPI change 2021 v 2022)

2. Apply an 8.5% increase to each employee’s salary (exclusive of the Town Manager) on July
1st.

3. Transition from a merit increase and merit bonus system to a merit increase-only system
with all increases effective at the beginning of October each year.

4. Set the merit increase pool to 6% of base salaries.
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5. Change the wording in our personnel policy regarding vacation time accrual to allow prior
state and local government service to count toward total years of service.

6. Implement a retiree health insurance supplement of $2,400 per year for employees who
meet the eligibility requirements described above and retire after July 1, 2023. This
includes allowing retirees who retire after July 1, 2023 to participate in the Town's health
insurance plan.

7. Implement a Tuition Assistance program as discussed above.

Reclassify the position of Police Lieutenant to Deputy Police Chief.

9. Promote (and change pay grade for) two Master Police Officers to Police Corporal.

oo

We realize that these are a lot of changes and some come with a fairly hefty price tag. However,
as noted earlier in this document, we want to continue to attract and retain the best employees
we can in this highly competitive market. To do so, we must be willing to invest in our human
capital through compensation, benefits, opportunities for advancement, and opportunities for
education and training.

Summary
The chart below shows the change in total personnel costs over time. In FY 2022 we added five
new full-time positions to bring us to full staff for the foreseeable future.

Personnel by Department and Personnel Costs
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The table below shows the total costs for changes in our personnel spending for the coming
year as described in the preceding pages.

Personnel
Item Cost Cut
8.5% across the board increase on July 1, 2023 276,125
Tuition Assistance 9,600 10,200
Promote 2 Master Police Officers to Police Corporal 8,235
Total Personnel 293,960 10,200
Operating

The pages that follow contain descriptions, department by department, of operating expenditures
and highlight non-recurring items.

Capital

Also on the attached Department pages are capital projects/items. Shown below are the Capital
items in this budget. The items in red reflect expenditures that are offset by grant or loan proceed
revenue.

Capital (Red indicates CIP item)

Department Item Cost
Environmental Protection ~ Neighborhood Stormwater Management 146,718
Fire SCBA Replacement 7,000
Fire Turnout Gear 20,000
Fire Hose and Appliance Replacement 8,000
Fire Mobile Data Terminals 10,000
Police Vehicle Counting Sensors 20,000
Police Mobile Data Terminal Replacement 23,800
Public Facilities Irrigation Replacement 10,000
Streets & Highways Ocean Crest Trail Improvements 111,000
Streets & Highways Duck Village Pedestrian Enhancements 32,000
Streets & Highways Retaining Wall Replacement 25,000
Streets & Highways Stormwater Management 80,000
Streets & Highways Coastal Resiliency Project 2,795,230

Total 3,288,748
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Debt Service

One of our primary financial obligations is to make agreed-upon payments to lenders who
provided financing for a variety of projects/purchases. As of June 30, 2023, the Town's debt
obligation is $5,213,916.

This chart shows both the debt load, or total principal outstanding, and debt service through FY
2039-40 and includes potential debt issuances in accordance with the Capital Improvement Plan.
More detail about our debt load and ratios are shown in the Debt section of this document and
in the Capital Improvement Plan.

Total Debt Load and Debt Service
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This table shows the amount owed in FY 2023-24 for outstanding debt issuances:

Issue Year Project Finance Type  Amount Issued Term Interest FY2023-24 FY 2023-24 Total
Years Rate Principal Interest  Debt Service
. Installment
2010  Town Hall and Park Refinance Purchase 3,000,000 15 1.25% 133,333 5,000 138,333
. Installment
2022 Vehicles (5) Purchase 238,623 4 1.22% 79,537 1,953 81,490
. Installment
2022 Radios Purchase 406,273 4 1.22% 135,418 3324 138,742
) Special
2022 Beach Nourishment Obligation Bond 2,407,148 5 1.84% 474,917 30,585 505,502
. Special
2022 Beach Nourishment (FEMA) Obligation Bond 2,425,511 1 5.06% 2,425,511 61,365 2,486,876
. ) . Installment
2012 Fire Engine (engine 111) Purchase 500,000 10 2.70% 56,204 1,518 57,721
u
TOTAL 3,408,664
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Expenditures by Department

This table shows the total amount of each department’s approved budget for FY 2023-24, what
was requested for FY 2023-24, the current FY 2022-23 budget, and what was actually spent in FY
2021-22.

Expenditures by Department

FY21-22 FY22-23 FY23-24 FY23-24 Variance v. % Change
Department Expenditures Actual Budget Request Approved cy
Governing Body 127,501 145,981 153,231 153,231 7,250 5.0%
Administration 646,872 654,422 773,590 768,090 113,668 17.4%
Finance 129,967 114,079 122,119 122,119 8,040 7.0%
Legal 61,055 62,760 65,460 65,460 2,700 4.3%
Public Facilities 544,330 599,818 637,908 460,708 (139,110 -23.2%
Information Technology 144,066 175,765 152,396 159,352 (16,413) -9.3%
Police 1,966,987 1,914,332 1,998,547 1,974,047 59,714 3.1%
Fire 2,635,587 1,818,813 2,057,409 1,983,189 164,376 9.0%
Inspections 173,104 203,830 239,169 236,949 33,119 16.2%
Ocean Rescue 535,340 580,001 628,100 628,100 48,099 8.3%
Streets & Highways 531,573 2,880,720 3,328,994 3248994 368274 12.8%
Sanitation 1,097,385 1,216,360 1,347,410 1,347,410 131,050 10.8%
Environmental Protection 1,574,897 939,518 1,013,086 913,086 (26432 -2.8%
Community Development 308,578 325,383 376,148 373,828 48,445 14.9%
Recreation & Special Events 89,201 225,449 227,000 227,000 1,551 0.7%
Transfers 1,317,349 1,359,928 1,384,288 1,384,288 24,360 1.8%
Contingency 75,299 75,299 86,389 11,090 14.7%
Total 11,883,792 13,292,458 14,580,154 14,132,240 839,782 6.3%
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What follows are some highlights of expenditures in each department. Many of these are shown
in the notes that follow each department’s budget worksheet.

Governing Body

Salaries for Mayor and Town Council

Contracted Services include charges from the Dare County Board of Elections to conduct
the Duck Town Council election in November

Property and Liability insurance increase approximately by 20% due to reinsurance rates
and experience

Winter staff appreciation and Volunteer appreciation events

Administration

Training for Town Manager, Town Clerk, Deputy Town Clerk, PIO, and Assistant PIO
Tuition Reimbursement for up to 8 employees

Website hosting

Social media and website archiving

E-mail services for e-news

Copier lease shared with Governing Body, Inspections, Community Development

Finance

Professional services for Accounting and Audit

Contracted service with Dare County to collect property taxes — 1.5% of total collection
Finance and payroll software charges

Bank fees not offset by interest

Monthly $2,800 per month. Same rate as FY 2022-23
As needed service rates increase to $245 per hour for attorneys, $150 per hour for
paralegals, and $185 per hour for summer law students.

Public Facilities

Salary for full-time Maintenance Technician

May use savings from trash can servicing contract to hire some part-time assistance
Maintenance contracts for grounds (Town Hall, Park, etc.), trash can service, and cleaning
of Town Hall and Keller Meeting Hall. Grounds contract expires in December and new bids
are reflected in the budget

Tree "removal” for maintenance (trimming, vine removal, and removal of any dead trees)
Irrigation maintenance as needed

Boardwalk repair materials

Bench replacement

Bricks for Memory Lane brick pr