
 
 

CITY AND BOROUGH OF SITKA 

  A COAST GUARD CITY 
  
 
 

MEMORANDUM 
 
To:  Mayor Eisenbeisz and Assembly Members 
 
From:  John Leach, Municipal Administrator    
 
Date:  February 3, 2023 
  
Subject: Sitka Historical Society Utility and Property Tax Exemption  
 
 
 
Background 
The City and Borough of Sitka (CBS) entered into a lease agreement with the Sitka 
Historical Society, Inc. (SHS) effective September 14, 2018 (encl 1). 
The 30-year lease provides for space at Harrigan Centennial Hall (HCH) for SHS to 
operate a museum.  No rent is collected from SHS for the space, and there is an option 
to renew for one additional 30-year term. 
Analysis 
Per Section 2.1 of the Lease “Beginning in the calendar year 2021 and on the condition 
that the Assembly approves by ordinance, pursuant to SGC 4.12.025.E, the “community 
purpose optional property tax exemption under AS 29.45.050(b)(1)(A)” for the preceding 
time period, Lessee will be responsible to pay any property taxes to Sitka for Lessee’s 
possessory interest in the building, land, and equipment to the extent taxable as 
determined by the Sitka Assessor, which is assessed as of January 1 of each calendar 
year.  The Assembly may extend the exemption by ordinance.  If the Assembly fails to 
approve the exemption, Lessee’s responsibility to pay property taxes commences on the 
effective date of this lease.”  
Per SGC 4.12.025.E “The community purpose optional property tax exemption under AS 
29.45.050(b)(1)(A) is adopted and incorporated by reference. All or a portion of the 
property of an organization not organized for business or profit-making purposes and 
used exclusively for community purposes, may be exempted if income derived from rental 
of that property does not exceed the actual cost to the owner of the use by the renter.” 
If the Assembly chooses not to extend this exemption, Lessee is responsible to pay 
property taxes effective upon commencement of the lease, which was May 1, 2018. 
Per Section 5.3 of the Lease “Lessee will pay, or cause to be paid, all proper charges for 
any of the following, if available: electricity and solid waste; sewer and water; and for all 
other public or private utility services, which shall be used by or supplied to the Subject 
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Property at any time during the term of this Lease.  In the event that any charge, cost, or 
expense for any of the above-mentioned services shall not be paid when due and 
payable, Lessor shall have the right, but shall not be obligated, to pay it, with the 
understanding that amounts paid by Lessor shall constitute additional charges due and 
payable under this Lease, and shall be repaid to Lessor by Lessee immediately on 
rendition of a bill by Lessor.  Interest at the highest rate allowable by law shall be added 
as a charge for unpaid utility bills paid by Lessor on behalf of Lessee.  Lessor reserves 
the right to suspend utility services if Lessee does not pay for utility services.  Failure to 
timely pay utility services may also result in Lessor terminating this Lease.  
Notwithstanding the foregoing, Lessee shall be exempt from paying for utility services for 
the first twenty-four months of this Lease.  The Assembly may extend this exemption by 
motion. 
The minutes of the July 10, 2018 (encl 2) meeting expressly state the motion approved 
was for “a waiver of utilities and property taxes for a period of 24 months at which time it 
would be revisited.”  Revisitation of this issue fell in the middle of no in-person meetings 
during the COVID-19 pandemic, and higher priority items prevented this item from being 
revisited until now. 
Fiscal Note 
Annual utility costs for SHS spaces are estimated to be $16,000.00 based on energy 
consumption data. 
Annual property taxes for SHS property are estimated to be $5,600.40 based on our 
taxable value of $933,400. 
For FY23, the CBS provided a financial donation of $97,200.00 to the Sitka Historical 
Society, and future financial support is being considered for the FY24 budget. 
Recommendation 
I recommend the Assembly consider the information relating to a community purpose 
optional property tax exemption and direct the Administrator to prepare an extension 
ordinance if so desired. 
 
I recommend the Assembly consider the information relating to utility payments and direct 
the Administrator by motion to extend the utility exemption if so desired.  
 
  
Encl: Lease between Sitka Historical Society and CBS 
 Minutes of July 10, 2018 Assembly Meeting 
 





















































July 10, 2018City and Borough Assembly Minutes - Final

H 18-136 Approve a lease agreement between the Sitka Historical Society, Inc. and the 
City and Borough of Sitka for a portion of 330 Harbor Drive

Executive Director of the Sitka History Museum Hal Spackman mentioned the July 26 

grand opening date for the museum noting the museum had been in existance since 

1957. Spackman told of lease amendments he felt the museum needed and several 

members of the audience showed their support for the museum by raising hands. 

Amendments included a sign outside of the museum by approval of the assembly, a 

waiver of utility fees, a waiver of rental fees for foyer use for special events not to 

conflict with other activities, and a waiver of property tax. 

Municipal Attorney Brian Hanson stated the lease came to the legal department many 

months ago, that it has been challenging to work through as the previous lease was 

decades old. Don Kluting, Harrigan Centennial Hall (HCH) Director spoke of concerns 

with the sign amendments inconjunction to the master plan of the entire HCH campus. 

He told of utility costs and noted if the fees were waived, the overall HCH budget would 

need to increase. He mentioned concern with use of the foyer since it was the main 

entrance, that it would need to be coordinated, and HCH staff would be required to be 

on duty for events which would add additional costs. 

Bean had concerns, but thought all parties could get to a place where everyone 

agreed, or mentioned to shorten the term. Wein wanted more information regarding the 

sign amendment. Eisenbeisz had concerns with the unlimited utilities and the need to 

increase the HCH budget to subsidize utilities. He noted that the amendments were 

shifting the burden back to the city and therefore the public, and wondered if the 

museum would offer free access to public. Spackman noted that most museums were 

ran by the city and felt it was a great service provided at less expense to the city. He 

stated the museum needed time and monetary relief. Knox voiced that a thirty year 

term was long, and that the Historical Society provided a benefit. He would like to know 

the cost of the amendments. Mayor Hunter clarified historically they had been charged, 

however relayed the funding the city paid to the Historical Society had decreased over 

the years. He thought it was a reasonable expenditure from the Visitor's Enhancement 

Fund. He mentioned granting the waivers for a period of time in order to know the 

costs. Miyasato agreed and voiced a one year waiver. He was in support of a long term 

lease. Wein was in support of the subsidization. Bean agreed with Hunter and Wein, 

and offered a 24 month term. Knox wished to go forward with the long term lease but 

on a short term basis for the utilities and property tax waiver to be revisited in 24 

months. Mayor Hunter stated he would like to approve the lease and then make 

amendments. Eisenbeisz reminded that the sign code needed to be followed, was 

amendable to the waiver of property tax, but thought utilities should be paid.

A motion was made by Miyasato to approve a lease agreement between the 

Sitka Historical Society, Inc. and the City and Borough of Sitka for a portion of 

330 Harbor Drive and authorize the Municipal Administrator to execute this 

document.

Yes: Miyasato, Hunter, Knox, and Wein4 - 

No: Eisenbeisz, and Bean2 - 

Absent: Potrzuski1 - 

John Stein noted the items were a public trust and the artifacts were irreplaceable. 

Eisenbeisz requested a financial review and confirmed with Spackman that the timing 

of the 24 months coming due in the summer season would not cause concern. Bean 
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was also in favor of a financial review. Miyasato was in support.

A motion was made by Knox to direct staff to execute within the terms of the 

lease with the Sitka Historical Society, Inc., a waiver of utilities and property 

taxes for a period of 24 months at which time it would be revisited.

Yes: Miyasato, Eisenbeisz, Hunter, Knox, Bean, and Wein6 - 

Absent: Potrzuski1 - 

I 18-138 Approve the Extension of Agreement between Seafood Producers 
Cooperative and the City and Borough of Sitka regarding the Sitka Marine 
Service Center

Municipal Attorney Brian Hanson felt that lease extensions needed to come forward to 

the Assembly. Eisenbeisz expressed lease extensions should be processed by staff. 

Wein had concerns of liability for the city with possible lack of general liability 

insurance. Chief Finance and Administrative Officer Jay Sweeney explained there was 

approximately a $2 million balance in the Marine Service Center Fund and noted that 

the bulk head was owned by the Harbor Fund. Brady stated the lease had expired June 

30th, that this was signed by Administration, however needed the assembly to ratify it. 

Staff had been working internally to changes in the contract. Hanson recommend 

postponement in order to look at the risk of insurance. 

A motion was made by Miyasato to POSTPONE this item to the July 24, 2018 

Assembly meeting. The motion PASSED by the following vote.

Yes: Miyasato, Eisenbeisz, Hunter, Knox, Bean, and Wein6 - 

Absent: Potrzuski1 - 

J ORD 18-30 Making supplemental appropriations for Fiscal Year 2019 (E911 Software 
System Acquisition) 

IT Director Ron Duvall stated this ordinance was moving dedicated E911 funds to MIS 

funds for the project. He told approval of the contract, not to exceed $285,000, would 

be at the next regular meeting. He communicated the reasoning of this ordinance 

coming prior to the contract was because it took two readings and the second reading 

of this ordinance and the contract approval would be placed on the agenda for the next 

meeting together. Duvall noted funds were available, yet no money would be issued 

until the contract was approved. Bean inquired if the police department would move to a 

different location that the system could be moved. Duvall confirmed and noted that this 

system was for both the police department and fire department. Mayor Hunter voiced 

this was the process that had been done previously, and it was a matter of style yet 

the effect was the same.

A motion was made by Miyasato that this ordinance be PASSED ON FIRST 

READING. The motion PASSED by the following vote.

Yes: Miyasato, Eisenbeisz, Hunter, Knox, and Bean5 - 

No: Wein1 - 

Absent: Potrzuski1 - 

K ORD 18-31 Amending Title 4 "Revenue and Finance" of the Sitka General Code by 
modifying Chapter 4.09 "Sales Tax" at Section 4.09.100 "Exemptions" by 
including an exemption for sales tax on groceries and residential utilities and 
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