City and Borough of Sitka

Finance Department

Memo

To: Assembly, City and Borough of Sitka
From: Mark Gorman, Administrator.v
Date: March 4, 2015

Re: Request for Transfer From The Southeast Alaska Economic Development Fund to Electric
Fund, Contingent Upon Passage of Amending Ordinance

Mayor McConnell and Assembly Members,

At the April 14 Assembly meeting, Administration will be putting forward an ordinance to amend
Section 4.44 of the Sitka General Code, the Southeast Alaska Economic Development Fund, to
restrict use of the Fund for Municipal purposes and to authorize transfers from the Fund in addition to
loans.

The proposed ordinance states that any transfers from the Fund will be for purposes of promoting
efficiency within government operations (for example, investing in new technology) or for lessening
the fee and rate burden to be borne by our citizens.

As presented in previous Assembly meetings, our Electric Fund is on a course to not meet its
required Rate Covenant, as set forth in its bonding ordinance, unless either (1) rates are substantially
raised, (2) some sort of temporary rate subsidization is supplied, or (3) some combination of both.

Accordingly, Administration is recommending, contingent upon passage of the proposed ordinance
amending the code governing the Southeast Alaska Economic Development Fund, that an amount of
$2,500,000 be transferred from the Fund into the Electric Fund Rate Stabilization Fund, effective no
later than June 30, 2015, as to be accomplished in FY2015. This detail is important in ensuring that
the Rate Covenant is met in FY2016.






Therefore the electric consumption and revenue will likely be less than described below during
warmer years, such as 2014.

Estimated diesel consumption was converted to equivalent annual electric usage, assuming an oil
heating efficiency of 70%. Information regarding the three existing interruptible electric boilers
was used to estimate the potential boiler footprint and the scale of facility upgrades required to
accommodate a new electric boiler. Electric Department staff then performed site visits and met
with building maintenance staff at the five facilities with the largest heating loads that do not
already have heating system conversions or upgrades planned. The largest systems were selected
because the payback period on installation costs are likely to be shorter for larger systems.

Results and Discussion

Given the information obtained during the site visits, the Electric Department assigned buildings
owned by CBS an ease of installation level, with “1” being the easiest locations to install an
interruptible electric boiler and “3” being the locations requiring the most facility and
distribution system modifications. The perceived ease of installation was based upon the space
available near the existing boiler(s), the proximity to electric service and the estimated
distribution system upgrades required to serve the additional load. Table 1 includes a summary
of buildings owned by CBS that initial scoping indicates may be suitable for installation of
interruptible electric boilers.

Table 1. City Building Heating Energy Usage and Estimated Equivalent Electric Revenue.

Approximate Ann 1| Equivalent Annual | Equivalent Annual
Priority Building Usage (gallons) Usage (MWh) Electric Revenue
Baranof
1 Elementary School 25,000 710 $ 72,900
Keet Gooshi Heen
Elementary School 30,000 852 $ 87,500
2 | Airport Terminal 20,000 568 | $ 58,300
Fire Hall 9,600 273 $ 28,000
Public Services
Complex: Main
3 Building 8,500 241 $ 24,800
Totals 93,100 2,644 | $ 271,500

Preliminary discussions with Electric Department staff indicate that all new electric boilers will
require transformer upgrades. Keet Gooshi Heen Elementary School is expected to be the only
location that would also require a feeder upgrade.

The three existing interruptible electric boilers are maintained by Electric Department staff. If
additional electric boilers are installed, additional Electric Department staffing will likely be
necessary to perform required maintenance.
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Sponsor: Administrator
CITY AND BOROUGH OF SITKA
ORDINANCE NO. 2015-21

AN ORDINANCE OF THE CITY AND BOROUGH OF SITKA, ALASKA AMENDING SITKA
GENERAL CODE THAT TITLE 4 REVENUE AND FINANCE AT CHAPTER 4.44,
“SOUTHEAST ALASKA ECONOMIC DEVELOPMENT FUND” UNDER SECTIONS 4.44.010
ESTABLISHMENT AND 44.44.050 PROCEDURE FOR DECIDING UPON APPLICATIONS
FOR LOAN GUARANTEES

1. € ASSIF'~*™"*. This ordinance is of a permanent nature and is intended to
become a part of the >ika weneral Code.

2. SEVFRABILITY. If any provision of this ordinance or any application to any person
or circumstance is held invalid, the remainder of this ordinance and application to any person or
circumstances shall not be affected.

3. PURPOSE. The purpose of this ordinance is to amend the Sitka General Code
pertaining to the Southeast Alaska Economic Development Fund be permitting a portion of the
corpus of the Fund to be permanently transferred to another fund of the City and Borough of
Sitka without requirement for repayment.

4. ENACTMENT. NOW, THEREFORE, BE IT ENACTED by the Assembly of the City
and Borough of Sitka that Title 4 Revenue and Finance at Chapter 4.44 Southeast Economic
Development Fund under Sections 4.44.010 and 4.44.050 of the Sitka General Code be
amended to read as follows (deleted language is stricken and new language us underlined):

TITLE 4
REVENUE AND FINANCE

* k %

Chapter 4.44
SOUTHEAST ECONOMIC DEVELOPMENT FUND

Sections:

4.44.010 Establishment.

There shall be established a southeast economic development fund (“fund”), for qualifying

private-seetor loans ~~A transfers to other Municipal funds. Loans or transfers to other Municipal
&=~ ~hall be for purpos =~ ~ T te s - ~=e=to- - gnd effe~**ness of *~zipal

government, or, for improvements which shall lessen rate and fe~ »''rdens on citizens. Only the

assembly can authorize any loan ¢~ *>~~=f~r from this fund.

4.44.050 Procedure for deciding upon applications for loan guarantees.
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Sponsor: Administrator
CITY AND BOROUGH OF SITKA
ORDINANCE NO. 2015-21

AN ORDINANCE OF THE CITY AND BOROUGH OF SITKA, ALASKA AMENDING SITKA
GENERAL CODE THAT TITLE 4 REVENUE AND FINANCE, AT CHAPTER 4.44,
SOUTHEAST ALASKA ECONOMIC DEVELOPMENT FUND, UNDER SECTIONS 4.44.010
ESTABLISHMENT, AND 44.44.050 PROCEDURE FOR DECIDING UPON APPLICATIONS
FOR LOAN GUARANTEES

1. CLASSIFICATION. This ordinance is of a permanent nature and is intended to
become a part of the Sitka General Code.

2. SEVERABILITY. If any provision of this ordinance or any application to any person
or circumstance is held invalid, the remainder of this ordinance and application to any person or
circumstances shall not be affected.

3. PURPOSE. The purpose of this ordinance is to amend the Sitka General Code
pertaining to the Southeast Alaska Economic Development Fund be permitting a portion of the
corpus of the Fund to be permanently transferred to another fund of the City and Borough of
Sitka without requirement for repayment.

4. ENACTMENT. NOW, THEREFORE, BE IT ENACTED by the Assembly of the City
and Borough of Sitka that Title 4 Revenue and Finance at Chapter 4.44 Southeast Economic
Development Fund under Sections 4.44.010 and 4.44.050 of the Sitka General Code be
amended to read as follows (deleted language is stricken and new language us underlined):

TITLE 4
REVENUE AND FINANCE

* k%

Chapter 4.44
SOUTHEAST ECONOMIC DEVELOPMENT FUND

Sections:
4.44.010 Establishment.

There shall be established a southeast economic development fund (“fund”), for qualifying

private-sector loans and transfers to other Municipal funds. Loans or transfers to other Municipal
fu~-e ~h~ll he for purposes of promoting the efficiency and effectiveness of Municipal

government, or, for improvements which shall lessen rate and fee burc'~~5 on citizens. Only the

assembly can authorize any loan or transfer from this fund.

4.44.050 Procedure for deciding upon applications for loan guarantees.
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CA. Any proposed loan or tr~~<%zr from the fi'~~ shall be propg~~- to the as~~~4ly by the

administrator with justification as to the benefits to be derived from the loan or transfer. The

assembly shall decide whether to approve the loan or transfer, including whether to grant the full

amoul requested or a lesser amount, and whether to set any conditions.

BB. Any loan granted under this fund requires interest to be charged at a rate to be determined

by the assembly.

C. Fhisisarevolvin Jn  #th All loan repayments and interest earned on 1s deposited in
the fund.

5. EFFECTIVE DATE. This ordinance shall become effective on the day after the date
of its passage.

PASSED, APPROVED, AND ADOPTED by the Assembly of the City and Borough of Sitka,
Alaska this 12™ day of May, 2015.

Mim mcConneli, mayor
ATTEST:

Sara Peterson, CMC
Municipal Clerk





