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SPECIAL MEETING

I. CALL TO ORDER

II. FLAG SALUTE

III. ROLL CALL

IV. PERSONS TO BE HEARD

Public participation on any item off the agenda. All public testimony is not to exceed 3 

minutes for any individual, unless the mayor imposes other time constraints at the 

beginning of the agenda item.

V. UNFINISHED BUSINESS

A 18-048 RECONSIDERATION of the decision made at the March 22nd special 

meeting to eliminate the contracted lobbyist and any associated costs with 

the lobbyist contract

Motion reconsideration lobbyist funding.pdfAttachments:

VI. NEW BUSINESS:

B 18-043 Executive Summary of the FY19 Enterprise Fund budgets

FY19 Enterprise Funds Executive Summary.pdf

Additional information from Finance Department.pdf

Fiscal models-summary sheets.pdf

Attachments:
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March 22, 2018City and Borough Assembly Meeting Agenda

C 18-044 Discussion/Direction/Decision on proposed Water Fund user fees, 

operating outlays and capital outlays

Water Fund Discussion Direction.pdf

Summary Spreadsheet Water Fund.pdf

Attachments:

D 18-045 Discussion/Direction/Decision on proposed Wastewater Fund user fees, 

operating outlays and capital outlays

Wastewater Fund Discussion Direction.pdf

Summary Spreadsheet Wastewater Fund.pdf

Attachments:

E 18-046 Discussion/Direction/Decision on proposed Solid Waste Fund user fees, 

operating outlays, capital outlays and new FTE positions

Solidwaste Fund Discussion Direction.pdf

Summary Spreadsheet Solid Waste Fund.pdf

Scrap Yard memo 3.20.18.pdf

Attachments:

F 18-049 Discussion/Direction/Decision on proposed Harbor Fund user fees, 

operating outlays and capital outlays

Harbor Fund Discussion Direction.pdf

Summary Spreadsheet Harbor Fund.pdf

Attachments:

G 18-050 Discussion/Direction/Decision on proposed Electric Fund user fees, 

operating outlays and capital outlays

Electric Fund Discussion Direction.pdf

Summary Spreadsheet Electric Fund.pdf

Attachments:

H 18-052 Discussion/Direction/Decision on proposed Airport Terminal Fund user 

fees, operating outlays and capital outlays

Airport Terminal Fund Discussion Direction.pdf

Summary Spreadsheet Airport Terminal Fund.pdf

Attachments:

I 18-051 Discussion/Direction/Decision on proposed Marine Service Center user 

fees, operating outlays and capital outlays

Marine Service Center Fund Discussion Direction.pdf

Summary Spreadsheet Marine Service Center Fund.pdf

Attachments:

J 18-053 Discussion/Direction/Decision on proposed Gary Paxton Industrial Park 

Fund user fees, operating outlays and capital outlays

GPIP Fund Discussion Direction.pdf

Summary Spreadsheet GPIP Fund.pdf

Attachments:
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K 18-047 Discussion/Direction/Decision of the FY2019 Enterprise Funds or General 

Fund and as they relate to other Funds, the School District, and the Sitka 

Community Hospital (Assembly may take action)

Item K Discussion Direction overall budget.pdfAttachments:

VII. PERSONS TO BE HEARD:

Public participation on any item on or off the agenda.  Not to exceed 3 minutes for any 

individual.

VIII. EXECUTIVE SESSION

None anticipated.

IX. ADJOURNMENT

Note: Detailed information on these agenda items can be found on the City website at 

https://sitka.legistar.com/Calendar.aspx or by contacting the Municipal Clerk's Office at 

City Hall, 100 Lincoln Street or 747-1811. A hard copy of the Assembly packet is 

available at the Sitka Public Library. Assembly meetings are aired live on KCAW FM 

104.7 and via video streaming from the City's website. To receive Assembly agenda 

notifications, sign up with GovDelivery on the City website.

Sara Peterson, MMC, Municipal Clerk

Publish: March 20
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POSSIBLE MOTIONS 
 

Step 1 
 

I MOVE TO reconsider the motion to eliminate the 
contracted lobbyist and any associated costs with 

the lobbyist contract.*  
 

Notes:   
• At the time of voting at the meeting on March 15, it was thought that funding 

for the lobbyist was in the General Fund. After the vote, however, it was 
determined funding is in the Electric Fund. Notice of reconsideration was 
given by Dr. Wein. 
 

• It was determined the motion would come up for reconsideration at the special 
budget meeting of March 22, 2018 

 
• *The motion to reconsider needs to be made by a member who voted on the 

prevailing side: Hunter, Potrzuski, Eisenbeisz, Miyasato, Wein 
 

• Requires a second and majority vote 
 

• If the motion fails, the item is not up for reconsideration, or further debate, and 
the initial vote stands. 

 
 

Step 2 – if the motion to reconsider passes 
 

I MOVE TO eliminate the contracted lobbyist and 
any associated costs with the lobbyist contract.   
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 City and Borough of Sitka  

                 100 Lincoln Street • Sitka, Alaska  99835 
 

 
 

 
 

MEMORANDUM 
 
To:  Mayor Hunter and Assembly Members 
  Keith Brady, Municipal Administrator 
 
From:  Jay Sweeney, Chief Finance and Administrative Officer 
 
Date:  March 19, 2018 
 
Subject: FY2019 Special Budget Meeting—Enterprise Funds—March 22, 2018 
 
 
Mayor Hunter and Assembly Members, 
 
The second FY2019 special budget meeting is scheduled for March 22nd and will focus 
on Sitka’s eight enterprise funds.  To prepare for this special meeting, I would like to 
highlight, from my perspective as Chief Finance and Administrative Officer, the key 
issues relating to these particular funds. 
 
During the FY2019 budget process CBS staff have worked together to ensure the 
proposed enterprise fund budgets are structured to ensure that the funds (particularly 
the utilities) are providing the same level of service and that risks (particularly the risks 
associated with aging infrastructure) are addressed through the capital improvement 
plans.  Of note is that the capital improvements inherent in FY2019 budget assumptions 
are those that utility staff believe are necessary to ensure, not only the same level of 
service, but also, in the case of utilities, the health and safety of the community. Staff 
have also carefully reviewed the overall health of each fund going into the future as the 
decisions we make today are critical to the future financial sustainability of the funds. 
 
Enterprise Funds differ from the General Fund in several important ways, and these 
differences are the areas in which Assembly overview is most critical.  Key differences 
in Enterprise Funds are (1) that they are established operate as a business; (2) they 
levy user fees for the provision of some service, normally utility services; and, (3) user 
fees are established by the Assembly at rates necessary to generate cash flow 
sufficient to pay for ongoing operating expenses and to accomplish long term fiscal and 
infrastructure plans which are critically linked. 
 
Given the key differences, I encourage the Assembly to focus on and examine the 
following broad areas: 
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(1) Cash flow/Working capital/Debt 
What is the cash flow the enterprise fund is generating currently, and, what cash 
flow is it projected to generate in FY2019?  Examine the cash flow from 
operations.  This cash flow is critical as it forms the resource necessary to pay 
debt service and increase working capital for the future cost of infrastructure.  If 
cash flow is too meager and does not allow for working capital to build to levels 
identified in fiscal plans, then infrastructure decisions will need to be delayed or 
revised, or, higher than anticipated levels of debt taken on in the future.   
 
(2) Cost of operations/User fees/Inflationary pressures 
What is the proposal for increasing user fees?  User fees should be examined 
annually for adjustment in relation to inflation.  Collective bargaining agreements 
increase operating costs as bargained wage increases become effective; not 
adjusting user fees in relation to programmatic expense increases has a direct 
impact on reducing operating cash flow.  Proposed user fee increases above 
inflationary adjustments need to be examined as to their necessity to generate 
the cash flow required to fund capital infrastructure plans.  If political affordability 
concerns impact user fee increase decisions, then close examination of the 
proposed capital infrastructure plan is required. 
 
(3) Capital project plan 
What is the long term capital infrastructure plan for at least the next decade 
comprised of?  What is being proposed for construction and what is the plan to 
pay for it?  Will there be working capital available to support future needs? What 
are the risks of delaying or forgoing capital projects in the plan? Each enterprise 
fund’s capital construction plan, and the funding decisions imbedded in it, have a 
direct impact on user fees.   

 
(4) Overall financial positon 
If the proposed budget is fully executed, what will the resultant financial position 
of the enterprise fund be?  What is the total amount of debt?  What is the 
percentage of debt in relation to equity?  Answers to these questions are 
necessary to determine if the utility is over-leveraged.  The ability to borrow in the 
future may be severely diminished if a utility becomes over-leveraged. 
 

 
Critical issues in Sitka’s individual enterprise funds. 
 
 
Water Fund 
 
Due to critical new infrastructure required to ensure a reliable supply of water a 22% 
user fee increase (an average monthly increase of $8.92 for a residential user) is being 
proposed for FY2019, then in 2020 the rate drops back to a 2.2% annual increase 
through 2026 and inflationary increases thereafter.  Of note is that given current trends, 
staff are not considering the possibility than any additional grant funding will be received 
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to support the needed capital improvements, rather all projects will be funding through 
mostly DEC low interest loans.  The long-term fiscal plans do seek to improve the 
amount of undesignated working capital available to fund capital improvements, but in 
the short-term, we must rely on the DEC loans.  The Pro forma financial projection for 
the Water Fund, on page 122, shows that the Fund will generate operating cash flow of 
$770,163.  Proposed new capital expenditures from working capital are $250,000 and 
are detailed on page 121.  In addition, additional contingent capital improvements of 
$31,610,500 are listed on page 121.  
 
As with the Electric Fund, it is important that the infrastructure plan for this utility be 
reviewed in conjunction with the budget, as critical infrastructure repairs are required 
over the next decade and the bare minimum of working capital is projected to be 
generated to pay for them.  Extensive use of low interest loans from the State of Alaska 
is planned as the funding source.  To obtain these loans, it is critical that the Water 
Fund generate acceptable levels of cash flow from operations, and, that the capital 
structure of the Fund not become too leveraged (as measured by the debt-to-equity 
ratio).  The Fiscal Plan for the Water Fund projects its financial condition through the 
next decade and provides the basis for sustained user fee increases. 
 
Included in the backup documents for this memorandum is a summary of financial 
requirements for loans from the DEC Clean Water and Clean Drinking Water Revolving 
Loan Funds.  A key requirement that the State of Alaska is requesting is a Financial 
Capacity Analysis to accompany future loan requests.  The Financial Capacity Analysis 
is independently prepared by a third party and focuses on financial condition and 
financial rate analysis.  Recommendations from Financial Capacity Analyses (such as 
user fee increases, funding of repair and replacement reserves) may be included as 
stipulations in loan agreements. 
 
Wastewater Fund 
 
A 5.5% user fee increase is being proposed annually for 2019 and 2020 (equivalent to 
$3.08 for a residential account); an increase of 7% in 2021; 3.5% in 2022-2024; 3% in 
2025 and beyond.  As with the Water Fund, the proposed annual increases are directly 
tied to the capital required to finance the long-term infrastructure plan.  The Wastewater 
Fund long-term capital infrastructure plan also projects low-interest DEC loans being 
taken out every year going forward as the source of funding to pay for planned 
improvements; the reason for this is that insufficient undesignated working capital 
exists, and will not be generated, to pay for such improvements outright without debt.  
While the rate structure will slightly improve the working capital available to spend on 
capital improvements, the fund will still rely heavily on DEC loans to maintain the city’s 
rapidly aging infrastructure. The Pro forma financial projection for the Wastewater Fund, 
on page 130, shows that the Fund will generate operating cash flow of $437,243 in 
FY2019.  Proposed new capital expenditures from working capital are $468,200 and are 
detailed on page 129.  In addition, additional contingent capital improvements of 
$5,407,200 are listed on page 129.   
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As with the Electric and Water Funds, it is important that the infrastructure plan for this 
utility be reviewed in conjunction with the budget, as critical infrastructure repairs are 
required over the next decade and the bare minimum of working capital is projected to 
be generated to pay for them.  Extensive use of low interest loans from the State of 
Alaska is planned as the funding source.  To obtain these loans, it is critical that the 
Water Fund generate acceptable levels of cash flow from operations, and, that the 
capital structure of the Fund not become too leveraged (as measured by the debt-to-
equity ratio).  The Fiscal Plan for the Water Fund projects its financial condition through 
the next decade and provides the basis for sustained user fee increases. 
 
Solid Waste Fund 
 
A 6.5% user fee increase (equivalent to an increase of $3.38 per month for a residential 
account with a 96 gallon can) is being proposed for the Solid Waste Fund in FY2019 
through 2022 and thereafter an increase of 2% annually.  Past increases in operations 
have resulted in negative cash flow from operations, thus CBS is restructuring the fund 
to bring some operations to be run by CBS staff, which will ultimately reduce the cost of 
operations.   
 
It is important to underscore that the current solid waste collection and disposal 
contracts have annual inflationary adjustments built into them which, in turn,  
necessitate the need for annual user fee increases of at least the rate of inflation.  
Also, due to the need to restore the Fund’s working capital, adjustments beyond 
inflation are necessary in the near-term.  The Pro forma financial projection for the Solid 
Waste Fund, on page 138, shows that the Fund will generate operating cash flow of 
$370,917.  Proposed new capital expenditures from working capital are $375,000 and 
are detailed on page 137.   
 
Harbor Fund 
 
A 6.3% user fee increase is being proposed for the Harbor Fund in FY2018 (equivalent 
to $3.53 per month for a 17ft boat).  As has been presented to the Assembly in the past, 
the Harbor Fund has the most daunting challenge in terms of funding capital 
improvements given the high cost and the relatively modest amount of working capital in 
the Fund.  In addition, based on the current direction of state funding, staff have 
determined that reliance on state grants is no longer warranted.  Major improvements in 
the amount of $31,532,636 are scheduled for the 2033 to 2037 time frame and include 
the replacement of Eliason Harbor and the Crescent Harbor High Load Dock.  In all, 
renovations of $103 million are planned over the next 40 years to keep the harbor 
system maintained in its present state.  As grant funding from the State of Alaska will be 
minimal, reliance on working capital as well revenue bond proceeds will be necessary to 
fund the improvements.  As a result, sustained user fee increases above the rate of 
inflation are required in the Harbor Fund through 2036 to generate sufficient cash flow 
to pay for some improvements and pay for the debt service for others which require 
bonding.  It is critical to understand and acknowledge that the only ways to moderate 
sustained user fee increases is to either (1) delay improvements to later years, risking 
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failure and ultimately increasing the cost of improvements, or (2) not replace the 
infrastructure, removing it from the system.  Hard choices lie ahead. 
 
The Pro forma financial projection for the Harbor Fund, on page 146, shows that the 
Fund will generate operating cash flow of $1,095,307.  Minimal new capital 
expenditures from working capital are proposed on page 145.  As it now looks unlikely 
that the CBS will receive a previously anticipated matching grant of $5,000,000 from the 
State of Alaska, the issuance of $13,000,000 in harbor revenue bonds is now planned 
for FY2019. 
 
Electric Fund 
 
Given current consumption trends as well as the recent and more significant increases 
to user fees in the Electric Fund, no increase has been proposed for FY2019.  Currently 
projected revenue from operations assumes an increase of approximately 7%. The Pro 
forma financial projection for the Electric Fund, on page 119, forecasts the debt 
coverage ratio to be 1.3—above the minimum of 1.25.  The proposed budget for the 
Electric Fund will generate operating cash flow of $1.5 million.  Proposed new capital 
expenditures are $1,815,000 and are detailed on page 115.  While operating cash flow 
can fund a portion of proposed capital expenditures, working capital will also be used as 
the source for funding the proposed improvements.  Unspent bond proceeds from the 
final 2014 electric revenue bond issue are proposed as the most significant source, as 
opposed to undesignated working capital. 
 
It is important that the long-term infrastructure plan for this utility be reviewed in 
conjunction with the budget, as critical infrastructure repairs are required over the next 
decade and the fund must generate sufficient working capital to pay for them.  
Additional bonding is not a viable option in the near term, given the current high level of 
debt and debt-to-equity ratio in excess of 50%.   
 
 
Airport Terminal Fund 
 
The Pro forma financial projection for the Airport Terminal Fund, on page 153, shows 
that the Fund will generate operating cash flow of $222,316.  A substantial contributor to 
this cash flow will be the planned receipt of Passenger Facility Charges.  The 
Municipality is in the process of applying for the authority to collect PFCs to fund an 
Airport Terminal Enhancement Project.  The remodeling of the airport terminal is critical 
to meet the operating requirements of air carriers and major users.  $136,000 in capital 
expenditures for key improvements necessary to the operation of the airport from 
working capital are proposed; contingent capital improvements of $4,000,000 are listed 
on page 164.  If authority to collect PFCs is obtained, the Municipality would look to 
issue airport terminal revenue bonds to finance the improvements and use PFCs as the 
revenue stream to pay for debt service. 
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 Marine Service Center 
 
The Pro forma financial projection for the Marine Service Center, on page 161, shows 
that the Fund will generate operating cash flow of -$11,674.  This is due to significantly 
reduced revenue to account for uncertainty related to leasing space a current tenant will 
be vacating.  Capital expenditures of $70,000 necessary to maintain the space will be 
made from working capital. 
 
Gary Paxton Industrial Park 
 
The Pro forma financial projection for the Gary Paxton Industrial Park, on page 169, 
shows that the Fund will generate operating cash flow of -$87,689.  While completion of 
the dock may bring in new revenue streams in the form of moorage, wharfage, and 
storage fees; usage level of the dock remains uncertain and thus minimal revenue has 
been budgeted.  Capital expenditures of $20,000 from working capital are included on 
page 168. 
 
 



Financial Requirements for Loans Under the State of Alaska Department of Economic Conservation

Clean Water and Clean Drinking Water Revolving Loan Funds

Requirements for new loans under these revolving loan programs include a Fiscal Sustainability Plan and

Financial Capacity Analysis.

Asummary of the contents of a Fiscal Sustainability Plan is attached. A key element of the plan is "a

plan for maintaining, repairing, and, as necessary, replacing the treatment works and a plan for fundina

such activities".

Also, a summary of the contents of a Financial Capacity Analysis are attached. A key element of a

Financial Caoacitv Analvsis is financial ratio analysis to determine financial viability.

Finance Department personnel spoke to the State of Alaska Department of Economic Conservation

(DEC) in regards to specific requirements and limitations of the loan programs. The take-aways from

that conversation are as follows:

•  There is no absolute maximum individual loan size, nor maximum total amount of debt;

•  There are no set minimum of maximum financial ratios program-wide that must be

obtained;

•  Every new loan request going forward will require a Financial Capacity Analysis;

•  The results of the Financial Capacity Analysis will be a large determinant in loan approval;

•  If the financial condition of a borrower is weak (over-leveraged) or the ability to repay loans

is questionable, the Financial Capacity Analysis may recommend certain actions (such as

funding of a renewal and replacement fund, maintaining a minimum level of working

capital, raising user fees) as part of the conditions in the loan agreement



















Proposed rates:

Rate of inflation used*: 2.00%

Proposed current year user fee increase in addition to adjustment for inflation: 20.00%

Total proposed increase for upcoming fiscal year: 22.00%

Total proposed FY2019 increase for residential service account: $8.92

Future year proposed rates

User Fee Increase 2020 2.20%

User Fee Increase 2021‐2022 2.20%

User Fee Increase 2023 and forward 2.00%

Borrowing rate: 1.50%

Other assumptions:

Key performance indicators as impacted by assumptions in this model:

Debt to equity ratio (debt as a % of equity should be no greater than 1)**:

2019 2020 2021 2022 2023 2024 2025

0.22             0.47             0.46             0.43             0.41             0.38             0.36            

Debt service as a % of cash flow from operations (1.25 or greater to ensure future access to debt)***

2019 2020 2021 2022 2023 2024 2025

3.19             3.04             1.31             1.31             1.34             1.38             1.42            

City and Borough of Sitka

Water Fund long‐term fiscal model

Summary of FY2019 assumptions and projected key performance indicators

*Note that different rates of inflation may be used for different funds depending on many factors including pre‐negotiated contracts/agreements.  The rate 

of inflation for capital projects may be higher than that used for operating expenses.

**The higher the debt to equity ratio, the more leveraged the fund is.  In the private sector, water and sewer utilities average at debt to equity ratio of 1.2. 

CBS strives for a 1:1 ratio, where debt does not exceed equity.

***Debt service as a % of cash flow from operations is a metric that ensures that revenues from operations exceed operational expenditures.  This ensures 

that an enterprise is generating sufficient cash flow to cover its debt service.  It is also a requirement when bonding.

1. No new infrastructure is included in capital plans.  All projects proposed will enable CBS 

to continue to offer the same level of service it currently provides.

2.  Projections for this model are considered by staff to be "middle of the road" and neither 

too optimistic (receiving lots of grants, or our infrastructure lasts longer than expected), nor 

too conservative (where we expect our infrastructure to hold on longer than can be 

reasonable expected). 



Proposed rates:

Rate of inflation used*: 2.00%

Proposed current year user fee increase in addition to adjustment for inflation: 3.50%

Total proposed increase for upcoming fiscal year: 5.50%

Total proposed FY2019 increase for residential service account: $3.08

Future year proposed rates

User Fee Increase 2020 5.50%

User Fee Increase 2021 7.00%

User Fee Increase 2022 ‐ 2023 3.50%

User Fee Increase 2024 3.50%

User Fee Increase 2025 and forward  3.00%

Borrowing rate: 1.50%

Other assumptions:

Key performance indicators as impacted by assumptions in this model:

Debt to equity ratio (debt as a % of equity should be no greater than 1)**:

2019 2020 2021 2022 2023 2024 2025

0.78             0.96             1.00             0.98             1.04             1.01             1.01            

Debt service as a % of cash flow from operations (1.25 or greater to ensure future access to debt)***

2019 2020 2021 2022 2023 2024 2025

1.73             1.31             1.25             1.25             1.29             1.25             1.28            

City and Borough of Sitka

Wastewater Fund long‐term fiscal model

Summary of FY2019 assumptions and projected key performance indicators

*Note that different rates of inflation may be used for different funds depending on many factors including pre‐negotiated contracts/agreements.  The rate 

of inflation for capital projects may be higher than that used for operating expenses.

**The higher the debt to equity ratio, the more leveraged the fund is.  In the private sector, water and sewer utilities average at debt to equity ratio of 1.2.

CBS strives for a 1:1 ratio, where debt does not exceed equity.

***Debt service as a % of cash flow from operations is a metric that ensures that revenues from operations exceed operational expenditures.  This ensures 

that an enterprise is generating sufficient cash flow to cover its debt service.  It is also a requirement when bonding.

1. No new infrastructure is included in capital plans.  All projects proposed will enable CBS

to continue to offer the same level of service it currently provides.

2. Projections for this model are considered by staff to be "middle of the road" and neither

too optimistic (receiving lots of grants, or our infrastructure lasts longer than expected), nor

too conservative (where we expect our infrastructure to hold on longer than can be

reasonable expected).



Proposed rates:

Rate of inflation used*: 2.50%

Proposed current year user fee increase in addition to adjustment for inflation: 4.00%

Total proposed increase for upcoming fiscal year: 6.50%

Total proposed FY2019 increase for residential service account (96 gallon can): $3.38

Proposed fee increase for transfer station drop offs (increase in price per pound) $0.05

Proposed fee increase for scrapyard drop offs (increase in price per pound) $0.05

Future year proposed rates

User fee and inflation adjustments 2020 to 2022 6.50%

Transfer station drop off increase 2020 and thereafter 2.50%

Scrapyard drop off rate increase 2020 and thereafter 2.50%

User fee and inflation adjustment 2023 and thereafter 2.00%

Borrowing rate: 1.50%

Other assumptions:

Key performance indicators as impacted by assumptions in this model:

Debt to equity ratio (debt as a % of equity should be no greater than 1)**

2019 2020 2021 2022 2023 2024 2025

1.32             1.14             0.88             0.62             0.42             0.30             0.22            

Debt service as a % of cash flow from operations (1.25 or greater to ensure future access to debt)***

2019 2020 2021 2022 2023 2024 2025

(1.22)            2.22             3.45             4.99             6.70             6.96             7.25            

City and Borough of Sitka

Solid Waste Fund long‐term fiscal model

Summary of FY2019 assumptions and projected key performance indicators

1. No new infrastructure is included in capital plans.  All projects proposed will enable CBS 

to continue to offer the same level of service it currently provides.

2.  Projections for this model are considered by staff to be "middle of the road" and neither 

too optimistic (receiving lots of grants, or our infrastructure lasts longer than expected), nor 

too conservative (where we expect our infrastructure to hold on longer than can be 

reasonable expected. 

*Note that different rates of inflation may be used for different funds depending on many factors including pre‐negotiated contracts/agreements.  The rate 

of inflation for capital projects may be higher than that used for operating expenses.

**The higher the debt to equity ratio, the more leveraged the fund is.  In the private sector, water and sewer utilities average at debt to equity ratio of 1.2. 

CBS strives for a 1:1 ratio, where debt does not exceed equity.

***Debt service as a % of cash flow from operations is a metric that ensures that revenues from operations exceed operational expenditures.  This ensures 

that an enterprise is generating sufficient cash flow to cover its debt service.  It is also a requirement when bonding.



Proposed rates:

Rate of inflation used*: 2.00%

Proposed current year user fee increase in addition to adjustment for inflation: 4.30%

Total proposed increase for upcoming fiscal year: 6.30%

Total proposed FY2019 increase for monthly permanent moorage for 17ft boat: $3.53

Future year proposed rates

User Fee Increase 2020‐2033 6.30%

User Fee Increase 2034‐2036 7.50%

User Fee Increase 2036‐2037 2.50%

Borrowing rate: 5.00%

Other assumptions:

Key performance indicators as impacted by assumptions in this model:

Debt to equity ratio (debt as a % of equity should be no greater than 1)**:

2019 2020 2021 2022 2023 2024 2025

0.68             0.68             0.67             0.63             0.62             0.60             0.58            

Debt service as a % of cash flow from operations (1.25 or greater to ensure future access to debt)***

2019 2020 2021 2022 2023 2024 2025

4.82             1.29             1.42             1.41             1.55             1.62             1.81            

City and Borough of Sitka

Harbor Fund long‐term fiscal model

Summary of FY2019 assumptions and projected key performance indicators

1. No new infrastructure is included in capital plans.  All projects proposed will enable CBS 

to continue to offer the same level of service it currently provides.

2.  Projections for this model are considered by staff to be "middle of the road" and neither 

too optimistic (receiving lots of grants, or our infrastructure lasts longer than expected), nor 

too conservative (where we expect our infrastructure to hold on longer than can be 

reasonable expected). 

*Note that different rates of inflation may be used for different funds depending on many factors including pre‐negotiated contracts/agreements.  The rate 

of inflation for capital projects may be higher than that used for operating expenses.

**The higher the debt to equity ratio, the more leveraged the fund is.  In the private sector, water and sewer utilities average at debt to equity ratio of 1.2. 

CBS strives for a 1:1 ratio, where debt does not exceed equity.

***Debt service as a % of cash flow from operations is a metric that ensures that revenues from operations exceed operational expenditures.  This ensures 

that an enterprise is generating sufficient cash flow to cover its debt service.  It is also a requirement when bonding.



Proposed rates:

Rate of inflation used*: 2.00%

Proposed current year user fee increase in addition to adjustment for inflation: 0.00%

Total proposed increase for upcoming fiscal year: 0.00%

$0.00

Future year proposed rates

User fee increase 2020 and thereafter 1.00%

Borrowing rate: 5.00%

Other assumptions:

Key performance indicators as impacted by assumptions in this model:

2019 2020 2021 2022 2023 2024 2025

1.31             1.33             1.35             1.38             1.39             1.41             1.44            

Debt service as a % of cash flow from operations (must be 1.25 or greater to meet bond covenants)***

2019 2020 2021 2022 2023 2024 2025

1.32             1.31             1.32             1.33             1.34             1.25             1.28            

City and Borough of Sitka

Electric Fund long‐term fiscal model

Summary of FY2019 assumptions and projected key performance indicators

1. No new infrastructure is included in capital plans.  All projects proposed will enable CBS 

to continue to offer the same level of service it currently provides.

2.  Projections for this model are considered by staff to be "middle of the road" and neither 

too optimistic (receiving lots of grants, or our infrastructure lasts longer than expected), nor 

too conservative (where we expect our infrastructure to hold on longer than can be 

reasonable expected). 

*Note that different rates of inflation may be used for different funds depending on many factors including pre‐negotiated contracts/agreements.  The 

rate of inflation for capital projects may be higher than that used for operating expenses.

**The higher the debt to equity ratio, the more leveraged the fund is.  In the private sector, water and sewer utilities average at debt to equity ratio of 

1.2. CBS strives for a 1:1 ratio, where debt does not exceed equity.

***Debt service as a % of cash flow from operations is a metric that ensures that revenues from operations exceed operational expenditures.  This 

ensures that an enterprise is generating sufficient cashflow to cover its debt service.  It is also a reqirement when bonding.

Impact of increase on residential service account cost/kwh (average year‐round rate) using 1500 

kwh/month:

Debt to equity ratio (industry standard for electric utilities are 1.2‐the CBS electric utility meets the debt to equity ratio 

goal in 2031/2032, when principal payments on bonds begin)**:
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Step 1 
Discussion/Direction/Decision on 

proposed Water Fund user fees,  
operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
user fees in the Administrator’s FY2019 draft budget for the Water 
Fund for inclusion in the adopting ordinance/resolution without 
change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on 
proposed Wastewater Fund user fees,  
operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
user fees in the Administrator’s FY2019 draft budget for the 
Wastewater Fund for inclusion in the adopting ordinance/resolution 
without change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on proposed 

Solid Waste Fund user fees,  
operating outlays, capital outlays and  

new FTE positions. 
 

Step 2 
After discussion, a possible motion is: 

 
I MOVE TO affirm the proposed operating, debt service, and capital 
expenditure appropriations that are based on the proposed user fees 
in the Administrator’s FY2019 draft budget for the Solid Waste Fund for 
inclusion in the adopting ordinance/resolution without change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make any 
changes to the proposed budget after review. The Assembly does not need to make this 
motion, as the Administrator’s budget will proceed to ordinance as is, unless the Assembly 
changes it. This motion has, however, been made in the past in order to help the Assembly 
keep track of what it has reviewed and approved to go forward to ordinance. THE BUDGET 
ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION RESOLUTION ARE 
THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will be 
warranted as user fees/revenues are closely intertwined with operating 
and capital appropriations. A motion could be made to direct the 
Administrator to bring back to the Assembly various scenarios to 
accomplish the desired change.  
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MEMORANDUM 

 
To:  Mayor Hunter and Assembly Members 
  Keith Brady, Municipal Administrator 
 
From:  Harold Greene, Maintenance & Operations Superintendent 
 
Cc:  Michael Harmon, Public Works Director  
  Jay Sweeney, Chief Financial and Administrative Officer 
   
Date:  March 19, 2018 
 
Subject: Scrap Yard Operation 
 
 
Background 
CBS has an agreement with Waste Connections of Alaska, dba Alaska Waste to run 
and operate the scrap yard facility for $17,874 per month.  In turn CBS receives 100% 
of the commodity of all scrap metal.  The current agreement is on a month to month 
basis until a new agreement can be reached. Alaska Waste is unwilling to continue to 
operate the scrap yard at this rate and has provided two proposals for operating the 
scrap yard moving forward.  
 
Proposal A 
$514,031.28 per year – includes replacement of the loader, bobcat, and excavator. 
 
CBS estimated to provide equivalent in-house service with 3 employees would be an 
annual cost of approximately $396,000 for an estimated cost savings of $118,000 per 
year. 
 
Proposal B  
$622,031.28 per year – includes replacement of loader, bobcat, excavator, baler and 
vehicle fluid extractor. 
 
CBS estimated to provide equivalent in-house service with 3 employees would be an 
annual cost of approximately $479,000 for an estimated cost savings of $143,000 per 
year. 
 
Analysis 
In looking at the cost to provide the same service internally it became evident that CBS 
could provide a better value than Alaska Waste.  Likewise we feel that Proposal A is the 
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best value as staff feels the existing baler can remain in service for an additional 5 
years.  Proposal A includes the money necessary to save for the eventual replacement 
of all equipment. Lastly we can provide a higher level of service insuring that our scrap 
is shipped out timely and we see opportunity to high-grade materials to yield higher 
commodity prices.  
  
Maintaining a safe work environment is Public Works number one priority, three staff will 
allow this to occur for this facility. A minimum of two employees need to be on site at all 
times to process materials safely and support staff if an injury or emergency occurs. 
 
CBS plans to rotate an employee between the streets division and scrap yard so 
personnel are cross trained.  This will allow greater flexibility so staff can be utilized in 
multiple CBS positions and provide relief when staff are on vacation or call in sick.  
 
CBS currently ships scrap metal to Simon Metals who has offered to provide personnel 
training for better ways to process the scrap.  Simon Metals provided a few suggestions 
to make the scrap yard more profitable. 

1. High grade catalytic converters worth approximately $30.00 to $90.00. 
2. Remove cast iron brake drums. Cast iron is the highest commodity in scrap iron. 
3. High grade tires that can be sold back to the public. 
4. Micro switches on doors, trunk and engine lids worth approximately $3.00 each. 
5. Radiators copper and aluminum. 

Fiscal Note 
A 6.5% user fee increase (equivalent to an increase of $3.38 per month for a residential 
account with a 96 gallon can) is being proposed for the Solid waste Fund in FY2019 
through 2022 and thereafter an increase of 2% annually.  Past increases in operations 
have resulted in negative cash flow from operations, thus CBS is restructuring the fund 
to bring some operations to be run by CBS staff, which will ultimately reduce the cost of 
operations.   
 
It is important to underscore that the current solid waste collection and disposal 
contracts have annual inflationary adjustments built into them which, in turn, necessitate 
the need for annual user fee increases of at least the rate of inflation.  Also, due to the 
need to restore the Fund’s working capital, adjustments beyond inflation are necessary 
in the near-term.  The Pro forma financial projection for the Solid Waste Fund, on page 
138, shows that the Fund will generate operating cash flow of $370,917.  Proposed new 
capital expenditures from working capital are $375,000 and are detailed on page 137.   
 
Recommendation 
Staff recommends providing this service internally including hiring 3 employees to 
assume responsibly of the scrap yard operations. This is will reduce the annual 
expenses by approximately $118,000 per year in comparison to the Proposal A 
received from Alaska Waste.  
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Step 1 
Discussion/Direction/Decision on 

proposed Harbor Fund user fees,  
operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
user fees in the Administrator’s FY2019 draft budget for the Harbor 
Fund for inclusion in the adopting ordinance/resolution without 
change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on 

proposed Electric Fund user fees,  
operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
user fees in the Administrator’s FY2019 draft budget for the Electric 
Fund for inclusion in the adopting ordinance/resolution without 
change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on 

proposed Airport Terminal Fund user fees,  
operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
Administrator’s FY2019 draft budget for the Airport Terminal Fund 
for inclusion in the adopting ordinance/resolution without change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on 

proposed Marine Service Center Fund user 
fees, operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
Administrator’s FY2019 draft budget for the Marine Service Center 
Fund for inclusion in the adopting ordinance/resolution without 
change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Step 1 
Discussion/Direction/Decision on 

proposed Gary Paxton Industrial Park Fund 
user fees, operating outlays and capital outlays. 

 
Step 2 

After discussion, a possible motion is: 
 

I MOVE TO affirm the proposed operating, debt service, and 
capital expenditure appropriations that are based on the proposed 
Administrator’s FY2019 draft budget for the Gary Paxton Industrial 
Park Fund for inclusion in the adopting ordinance/resolution without 
change.* 

 
*This motion is OPTIONAL and is to only affirm that the Assembly does not want to make 
any changes to the proposed budget after review. The Assembly does not need to make 
this motion, as the Administrator’s budget will proceed to ordinance as is, unless the 
Assembly changes it. This motion has, however, been made in the past in order to help 
the Assembly keep track of what it has reviewed and approved to go forward to ordinance. 
THE BUDGET ADOPTION ORDINANCE AND CAPITAL EXPENDITURE ADOPTION 
RESOLUTION ARE THE OFFICIAL ACTIONS THE ASSEMBLY TAKES TO APPROVE 
THE BUDGET.  
 

OR 
 
If the Assembly wishes to make a motion to change the proposed 
Enterprise Fund user fees and/or appropriations, discussions will 
be warranted as user fees/revenues are closely intertwined with 
operating and capital appropriations. A motion could be made to 
direct the Administrator to bring back to the Assembly various 
scenarios to accomplish the desired change.  
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Discussion/Direction/Decision of the 
FY2019 Enterprise Funds or General Fund and 

as they relate to other Funds, the School 
District, and the Sitka Community Hospital 

(Assembly action may be taken) 
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